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&RQWHQWV
3DJH &KDSWHU 7LWOH
� 3UHIDFH ([HFXWLYH�6XPPDU\� 5(9,(: 2) &$6( ),/(6� 5(9,(: 2) 3529,6,216 ,1 27+(5 67$7(6¶ *8,'(/,1(6� $1$/<6,6 2) &+,/'�5($5,1* &2676� 6859(< 2) *8,'(/,1( 86(56� )2&86 *52836 2) 3$5(176� 5(&200(1'$7,216� &KDSWHU�� ,QWURGXFWLRQ� ,1752'8&7,21� 5(9,(: 2) &$6( ),/(6� 5(9,(: 2) 3529,6,216 ,1 27+(5 67$7(6¶ *8,'(/,1(6�� $1$/<6,6 2) &+,/'�5($5,1* &2676�� 6859(< 2) *8,'(/,1( 86(56�� )2&86 *52836 2) 3$5(176�� 25*$1,=$7,212) 7+,6 5(3257�� &KDSWHU�� &DOLIRUQLD�&KLOG�6XSSRUW�*XLGHOLQH�� &$/,)251,$ &+,/' 6833257 *8,'(/,1(�� 7+( &+,/' 6833257 *8,'(/,1( )2508/$�� /2:�,1&20( $'-8670(17�� ,1&20( %$6( 2) *8,'(/,1(�� $'',7,21$/ '(3(1'(176�� &KDSWHU�� *XLGHOLQH�$SSOLFDWLRQ��$�5HYLHZ�2I�7KH�&DVH�)LOHV�� 29(59,(:�� 0(7+2'2/2*<�� ),1',1*6 )520 7+( &$6( ),/( 5(9,(:�� /,0,7$7,2162) 7+( '$7$ $1' $1$/<6,6�� &KDSWHU�� 6HOHFWHG�6SHFLDO�)DFWRUV�$QG�2WKHU�6WDWHV�� %$&.*5281'�� 75($70(172) /2:�,1&20( 2%/,*256�� *5266 9(5686 1(7 ,1&20(�� $'',7,21$/ '(3(1'(176�� 27+(5 ,668(6 )$&(' %< 67$7(6�� &KDSWHU�� 3DUHQWDO�([SHQGLWXUHV�2Q�&KLOGUHQ�� %$&.*5281'�� '$7$ $1' (;3(1',785( &$7(*25,(6�� 0(7+2'2/2*,(6)25 $//2&$7,1* )$0,/< (;3(1',785(6 72 &+,/'5(1�� (67,0$7(6 2) 3$5(17$/ 63(1',1*21 &+,/'5(1�� &21&/86,216�� &KDSWHU�� *XLGHOLQH�8VHUV�6XUYH\�� %$&.*5281'�� )$,51(66 $1' $'(48$&< 2) 7+( *8,'(/,1(�� 5($6216 )25 '(9,$7,216 $1' ,'($6 )25 ,03529(0(17�� 6800$5<�� &KDSWHU�� 3DUHQWV�2SLQLRQV�$ERXW�7KH�*XLGHOLQH�� %$&.*5281'�� ),1',1*6 )520 7+( 6$1 )5$1&,6&2%$< $5($�� ),1',1*6 )520 6$1 ',(*2�� 6800$5<�� &KDSWHU�� 5HFRPPHQGDWLRQV�� 75($70(172) /2:�,1&20( 2%/,*256�� 86( 2) *5266 ,1&20( 9(5686 1(7 ,1&20( $6 $ %$6( )25 &$/&8/$7,1*&+,/' 6833257�� $'',7,21$/ '(3(1'(176�� 7+( 1((' )25 )857+(5 678'<$SSHQGL[�$ &DVH�)LOH�5HYLHZ�0HWKRGRORJ\7DEOH�$��$SSHQGL[�% 5HIHUHQFHV$SSHQGL[�& &ULWLTXH�RI�WKH�(QJHO�	�5RWKEDUWK�0HWKRGRORJLHV$SSHQGL[�' &DOLIRUQLD�&KLOG�6XSSRUW�*XLGHOLQH�8VHU�6XUYH\$SSHQGL[�( 3URMHFW�6WDII�%LRJUDSKLHV$SSHQGL[�) $FNQRZOHGJHPHQWV
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*UDSKLFV
3DJH ,WHP 7LWOH
�� ([KLELW����� &RXQW\
V�&RQWULEXWLRQ�7R�6DPSOH�� ([KLELW����� *XLGHOLQH�$SSOLFDWLRQ�� ([KLELW����� 2UGHUV�(VWDEOLVKHG�2U�0RGLILHG�%\�'D�� ([KLELW����� 5HDVRQV�)RU�*XLGHOLQH�'HYLDWLRQV�� ([KLELW����� &DVHV�:LWK�$GG�2QV�7R�%DVLF�&KLOG�6XSSRUW�� ([KLELW����� 3DUHQW�2EOLJDWHG�7R�3D\�6XSSRUW�� ([KLELW����� $YHUDJH�$QG�0HGLDQ�0RQWKO\�,QFRPH�� ([KLELW����� 0RQWKO\�,QFRPH�5DQJHV�� ([KLELW����� 3HUFHQW�2I�2UGHUV�:KHUH�2EOLJDWRU�,QFRPH�:DV�,PSXWHG�2U�3UHVXPHG�� ([KLELW����� 0HWKRG�8VHG�7R�(QWHU�2UGHU�:KHWKHU�2UGHU�(QWHUHG�%\�'D��� ([KLELW����� 3DUHQW�5HSUHVHQWDWLRQ�%\�$WWRUQH\�� ([KLELW����� &KLOGUHQ�6XEMHFW�7R�7KH�2UGHU�� ([KLELW����� 0RQWKO\�&KLOG�6XSSRUW�2UGHU�� ([KLELW����� )DPLO\�&RGH�6HFWLRQ������� ([KLELW����� 0RQWKO\�0LQLPXP�6XSSRUW�$PRXQWV�$QG�/RZ�,QFRPH�7KUHVKROG�� ([KLELW�����B� 0RQWKO\�0LQLPXP�6XSSRUW�$PRXQWV�$QG�/RZ�,QFRPH�7KUHVKROG�� ([KLELW����� /RZ�,QFRPH�$GMXVWPHQWV�$ERYH�,QFRPHV�:KHUH�0LQLPXP�6XSSRUW�2UGHUV�:RXOG�%H�$SSOLHG�� ([KLELW�����B� /RZ�,QFRPH�$GMXVWPHQWV�$ERYH�,QFRPHV�:KHUH�0LQLPXP�6XSSRUW�2UGHUV�:RXOG�%H�$SSOLHG�� ([KLELW����� /RZ�,QFRPH�$GMXVWPHQW�:LWK�6HOI�6XSSRUW�5HVHUYH�,QFRUSRUDWHG�,QWR�6FKHGXOH�� ([KLELW����� /RZ�,QFRPH�$GMXVWPHQW�:LWK�6HOI�6XSSRUW�5HVHUYH�,QFRUSRUDWHG�,QWR�:RUNVKHHW�� ([KLELW����� ,QFRPH�%DVH�)RU�6WDWH�&KLOG�6XSSRUW�� ([KLELW����� +RZ�9HUPRQW�6WDQGDUGL]HV�*URVV�,QFRPH�� ([KLELW����� 7UHDWPHQW�2I�$GGLWLRQDO�'HSHQGDQWV�,Q�&KLOG�6XSSRUW�*XLGHOLQHV�� ([KLELW�����B� 7UHDWPHQW�2I�$GGLWLRQDO�'HSHQGDQWV�,Q�&KLOG�6XSSRUW�*XLGHOLQHV�� ([KLELW����� 6DPSOH�2EVHUYDWLRQV�%\�1XPEHU�2I�&KLOGUHQ�� ([KLELW����� 'LVWULEXWLRQ�2I�)DPLO\�6SHQGLQJ�%\�)DPLO\�&RPSRVLWLRQ�� ([KLELW����� $YHUDJH�6SHQGLQJ�%\�)DPLO\�&RPSRVLWLRQ�� ([KLELW����� 5HODWLYH�)RRG�1HHGV�2I�&KLOGUHQ�� ([KLELW����� 3DUDPHWHU�$VVXPSWLRQV�� ([KLELW����� $OORFDWLRQ�2I�6SHQGLQJ�%\�)DPLO\�&RPSRVLWLRQ�� ([KLELW����� 7KH�(IIHFW�2I�,QFUHDVH�2I��������2I�7RWDO�)DPLO\�6SHQGLQJ�2Q�%XGJHW�6KDUHV�� ([KLELW����� (QJHO�0RGHO�5HVXOWV�� ([KLELW����� 5RWKEDUWK�0RGHO�5HVXOWV�� ([KLELW����� (VWLPDWHV�2I 7KH�$OORFDWLRQ�2I�6SHQGLQJ�2Q�&KLOGUHQ�� ([KLELW����� $GGLWLRQ�&RVWV�2I�7KH�6HFRQG�$QG�7KLUG�&KLOGUHQ�� ([KLELW����� 5HODWLYH�&RVWV�2I�<RXQJHU�$QG�2OGHU�&KLOGUHQ�� )LJXUH����� 3UHGLFWHG�)RRG�%XGJHW�6KDUH�$V�$�)XQFWLRQ�2I�7RWDO�([SHQGLWXUHV�� )LJXUH����� ([SHQGLWXUHV�2Q�$GXOW�&ORWKLQJ�$V�$�)XQFWLRQ�2I�7RWDO�([SHQGLWXUHV�� )LJXUH����� (VWLPDWH�2I�3HUFHQWDJH�2I�7RWDO�6SHQGLQJ�'HYRWHG�7R�2QH�&KLOG�� )LJXUH����� (VWLPDWH�2I�3HUFHQWDJH�2I�7RWDO�6SHQGLQJ�'HYRWHG�7R�7ZR�&KLOGUHQ�� )LJXUH����� 86'$�(VWLPDWHV�2I�3DUHQWDO�6KDULQJ�%\�7RWDO�([SHQGLWXUHV��� )LJXUH����� (QJHO�(VWLPDWHV�2I�3DUHQWDO�6KDULQJ�%\�7RWDO�([SHQGLWXUHV��� )LJXUH����� 5RWKEDUWK�(VWLPDWHV�2I�3DUHQWDO�6KDULQJ�%\�7RWDO�([SHQGLWXUHV��� ([KLELW����� &KDUDFWHULVWLFV�2I�5HVSRQGHQWV��� ([KLELW����� &KDUDFWHULVWLFV�2I�5HVSRQGHQWV��� ([KLELW����� 2SLQLRQV�$ERXW�7KH�/HYHO�2I�&KLOG�6XSSRUW��� ([KLELW����� 3HUFHLYHG�6WUHQJWKV�2I�7KH�*XLGHOLQH��� ([KLELW����� 3HUFHLYHG�:HDNQHVVHV�2I�7KH�*XLGHOLQH��� ([KLELW����� 5HVSRQGHQW
V�5DWLQJV�2Q�+RZ�$GHTXDWHO\�7KH�*XLGHOLQH�'HDOV�:LWK�6HOHFWHG�,VVXHV��� ([KLELW�����B� 5HVSRQGHQW
V�5DWLQJV�2Q�+RZ�$GHTXDWHO\�7KH�*XLGHOLQH�'HDOV:LWK�6HOHFWHG�,VVXHV��� ([KLELW�����D 6WDWLVWLFDO�'LIIHUHQFHV�,Q�$YHUDJH�$GHTXDF\�5DWLQJV�)RU�6HOHFWHG�,VVXHV�%\�5HVSRQGHQW
V�-RE��� ([KLELW�����DB� 6WDWLVWLFDO�'LIIHUHQFHV�,Q�$YHUDJH�$GHTXDF\�5DWLQJV�)RU�6HOHFWHG�,VVXHV�%\�5HVSRQGHQW
V�-RE��� ([KLELW����� )RU�:KDW�7\SH�2I�)DPLOLHV�,V�7KH�*XLGHOLQH�«��� ([KLELW����� 0RVW�)UHTXHQW�5HDVRQV�5HVSRQGHQWV�%HOLHYH�&RXUWV�'HYLDWH�)URP�7KH�*XLGHOLQH��� ([KLELW����� 3UREOHPV�5HVSRQGHQWV�5HSRUW�+DYLQJ�([SHULHQFHG�8VLQJ�7KH�*XLGHOLQH��� ([KLELW����� &KDQJHV�5HVSRQGHQWV�:RXOG�/LNH�7R�6HH�0DGH�7R�7KH�/RZ�,QFRPH�$GMXVWPHQW�3URYLVLRQ��� ([KLELW����� 3UHIHUHQFH�)RU�8VH�2I�*URVV�2U�1HW�,QFRPH�7R�&RPSXWH�&KLOG�6XSSRUW�2UGHUV��� ([KLELW����� 2SLQLRQV�$ERXW�:KHWKHU�*URVV�2U�1HW�,QFRPH�,V�(DVLHU���0RUH�(TXLWDEOH�7R�&RPSXWH�6XSSRUW��� ([KLELW����� :KDW�&KDQJHV�7R�7KH�*XLGHOLQH�'R�<RX�6XJJHVW�)RU�'HDOLQJ�:LWK�7KH�)ROORZLQJ�6HFRQG�)DPLO\�6LWXDWLRQV��� ([KLELW����� 3HUFHLYHG�)DLUQHVV�2I�7KH�&KLOG�6XSSRUW�*XLGHOLQH��� ([KLELW����� 3DUHQWV�5HFRPPHQGDWLRQV�)RU�&KDQJHV�7R�7KH�&DOLIRUQLD�&KLOG�6XSSRUW�*XLGHOLQH
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,Q�-XQH�������WKH�-XGLFLDO�&RXQFLO�RI�&DOLIRUQLD�FRQWUDFWHG�ZLWK�3ROLF\�6WXGLHV�,QF���36,��WR�FRQGXFW�D�UHYLHZ�RI�&DOLIRUQLD¶V�FKLOG�VXSSRUW�JXLGHOLQH��7KLV�UHYLHZ�ZDV�FRQGXFWHG�LQ�FRPSOLDQFH�ZLWK�IHGHUDO�DQG�VWDWH�ODZ��)HGHUDO�ODZ�����&)5���������UHTXLUHV�VWDWHV�WR�H[DPLQH�FDVH�GDWD�DW�OHDVW�HYHU\�IRXU�\HDUV�WR�HQVXUH�WKDW�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�UHVXOWV�LQ�DSSURSULDWH�FKLOG�VXSSRUW�DZDUGV��6WDWH�ODZ��)DP��&RGH���������D���DOVR�UHTXLUHV�WKH�-XGLFLDO�&RXQFLO�WR�SHULRGLFDOO\�UHYLHZ�WKH�VWDWHZLGH�JXLGHOLQH�DQG UHFRPPHQG�DSSURSULDWH��UHYLVLRQV�WR�WKH�/HJLVODWXUH�
7KH�UHYLHZ�FRQGXFWHG�LQ������LQFOXGHG�WKH�IROORZLQJ�DFWLYLWLHV�� 7KH�FROOHFWLRQ�DQG�DQDO\VLV�RI�FKLOG�VXSSRUW�RUGHU�LQIRUPDWLRQ�IURP�FDVH�ILOHV�� $�UHYLHZ�RI�WKH�SURYLVLRQV�WKDW�RWKHU�VWDWHV¶�JXLGHOLQHV�PDNH�IRU�VHOHFWHG�LVVXHV��LQ�SDUWLFXODU�LVVXHV�UHODWHG�WR�ORZ�LQFRPH�REOLJRUV��DGGLWLRQDO�GHSHQGHQWV��DQG�WKH�XVH�RI�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�WKH�VXSSRUW�REOLJDWLRQ�� $Q�DQDO\VLV�RI�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ�EDVHG�RQ�WKH�PRVW�UHFHQW�HFRQRPLF�HYLGHQFH�DERXW�WKRVH�FRVWV�� 7KH�DGPLQLVWUDWLRQ�RI�D�VXUYH\�WR�SHRSOH�ZKR�XVH�WKH�JXLGHOLQH��IRU�H[DPSOH��MXGJHV��IDPLO\�ODZ�DWWRUQH\V��DQG�DGYRFDWHV�IRU�SDUHQWV�DQG�RU�FKLOGUHQ��WR�HVWDEOLVK�DQG�PRGLI\�VXSSRUW�RUGHUV��DQG� )RFXV�JURXSV�DQG�LQWHUYLHZV�ZLWK�SDUHQWV��ERWK�FXVWRGLDO�DQG�QRQFXVWRGLDO��ZKR�KDYH�H[SHULHQFH�XVLQJ�WKH�JXLGHOLQH�
7KH�-XGLFLDO�&RXQFLO�UHTXHVWHG�WKDW�WKH�VWXG\�DFWLYLWLHV�SDUWLFXODUO\�DGGUHVV�WKUHH�NH\�LVVXHV�RI�VSHFLDO�LQWHUHVW�WR�WKH�/HJLVODWXUH������WKH�WUHDWPHQW�RI�ORZ�LQFRPH�REOLJRUV� ����WKH�XVH�RI�JURVV�LQFRPH�YHUVXV�QHW�LQFRPH�DV�D�EDVH�WR�XVH�LQ�HVWDEOLVKLQJ�FKLOG�VXSSRUW��DQG�����WKH�WUHDWPHQW�RI�DGGLWLRQDO�GHSHQGHQWV�
5(9,(:�2)�&$6(�),/(6
7KH�NH\�SXUSRVH�RI�WKH�FDVH�ILOH�UHYLHZ�ZDV�WR�GHWHUPLQH�KRZ�WKH�SURYLVLRQV�RI�WKH�JXLGHOLQH�DUH�EHLQJ�DSSOLHG�DQG�KRZ�IUHTXHQWO\�DQG�IRU�ZKDW�UHDVRQV�FRXUWV�DUH�GHYLDWLQJ�IURP�WKH�JXLGHOLQH�LQ�HVWDEOLVKLQJ�FKLOG�VXSSRUW�RUGHUV��7KH�UHYLHZ��FRQGXFWHG�LQ�QLQH�FRXQWLHV��FRQVLVWHG�RI�D�UDQGRP�VDPSOH�RI�HVWDEOLVKHG�RU�PRGLILHG�FKLOG�VXSSRUW�RUGHUV�ILOHG�GXULQJ�FDOHQGDU�\HDU�������7KH�VDPSOLQJ��PHWKRGRORJ\�DQG�FDVH�UHYLHZ�SURFHGXUHV�PLPLFNHG�WKH�PHWKRGRORJ\�DQG�SURFHGXUHV�WKH�-XGLFLDO�&RXQFLO�XVHG�IRU�LWV�UHYLHZ�RI�FDVH�ILOHV�LQ������
5HVXOWV�)URP�WKH�$QDO\VLV�RI�&DVH�)LOHV
7KH�PRVW�VLJQLILFDQW�ILQGLQJV�IURP�WKH�FDVH�ILOH�UHYLHZ�DUH�KLJKOLJKWHG�EHORZ�� 0RVW�FDVHV�IROORZ�WKH�FKLOG�VXSSRUW�JXLGHOLQH�� 'HYLDWLRQV�DUH�OHVV�OLNHO\�LQ�RUGHUV�HVWDEOLVKHG�RU�PRGLILHG�E\�GLVWULFW�DWWRUQH\¶V�RIILFHV�� 7KH�PRVW�FRPPRQ�UHDVRQ�IRU�GHYLDWLRQ�ZDV�DJUHHPHQW�EHWZHHQ�WKH�SDUHQWV�� 3HUPLVVLEOH�DGMXVWPHQWV�IRU�KDUGVKLS��DGGLWLRQDO�GHSHQGHQWV��DQG�VSRXVDO�VXSSRUW�ZHUH�LQIUHTXHQWO\�QRWHG�� 7KH�ORZ�LQFRPH�DGMXVWPHQW�ZDV�VHOGRP�DSSOLHG�LQ�FDVHV�WKDW�TXDOLILHG�IRU�WKDW�DGMXVWPHQW�� $GGLWLRQDO�VXSSRUW�ZDV�RUGHUHG�LQ�VRPH�EXW�QRW�DOO�FDVHV�� 7KH�IDWKHU�RZHG�WKH�PRWKHU�VXSSRUW�LQ�PRVW�RI�WKH�RUGHUV�H[DPLQHG�� ,QFRPH�LQIRUPDWLRQ�ZDV�IUHTXHQWO\�PLVVLQJ��HVSHFLDOO\�LQ�GHIDXOW�DQG�VWLSXODWHG�RUGHUV�� ,QFRPH�ZDV�LPSXWHG�RU�SUHVXPHG�LQ�PDQ\�RUGHUV�HVWDEOLVKHG�E\�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�� 0RVW�RUGHUV�HQWHUHG�WKURXJK�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�ZHUH�E\�GHIDXOW��ZKHUHDV�PRVW�RUGHUV�HQWHUHG�RXWVLGH�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�ZHUH�E\�VWLSXODWLRQ�� 0RVW�SDUHQWV�ZHUH�QRW�UHSUHVHQWHG�E\�DQ�DWWRUQH\�� 0RVW�RUGHUV�LQYROYHG�RQH�FKLOG�
5(9,(:�2)�3529,6,216�,1�27+(5�67$7(6¶�*8,'(/,1(6
&DOLIRUQLD�VWDWH�ODZ�UHTXLUHV�WKH�JXLGHOLQH�UHYLHZ�WR�LQFOXGH�DQ�DQDO\VLV�RI�JXLGHOLQHV�DQG�VWXGLHV�IURP�RWKHU�VWDWHV��$Q�DQDO\VLV�RI�DOO�WKH�SURYLVLRQV�LQ�HYHU\�VWDWH¶V�JXLGHOLQH�ZDV�EH\RQG�WKH�VFRSH�RI�WKH�FXUUHQW�VWXG\��7KXV��WKLV�VWXG\�IRFXVHG�RQ�WKH�WKUHH�PDLQ�LVVXHV�RI�OHJLVODWLYH�LQWHUHVW��KRZ�RWKHU�VWDWHV�GHDO�ZLWK�ORZ�LQFRPH�REOLJRUV�DQG�DGGLWLRQDO�GHSHQGHQWV�DQG�ZKHWKHU�WKH\�XVH�QHW�RU�JURVV�LQFRPH�DV�WKH�EDVH�IURP�ZKLFK�WR�FRPSXWH�D�VXSSRUW�REOLJDWLRQ�
$GMXVWPHQWV�IRU�/RZ�,QFRPH�2EOLJRUV
/RZ�LQFRPH�DGMXVWPHQWV�LQ�RWKHU�VWDWHV�JHQHUDOO\�WDNH�WZR�IRUPV�� 0LQLPXP�RUGHU�DPRXQWV�IRU�LQFRPH�DERYH�D�VWDWH�VSHFLILHG�WKUHVKROG��DQG� $GGLWLRQDO�DGMXVWPHQWV�DERYH�WKH�LQFRPH�WKUHVKROG�ZKHQ�WKH�PLQLPXP�RUGHU�LV�DSSOLHG�
8VH�RI�*URVV�,QFRPH�9HUVXV�1HW�,QFRPH�DV�D�%DVH�WR�8VH�LQ�(VWDEOLVKLQJ�&KLOG�6XSSRUW
0RVW�VWDWHV²���VWDWHV�DQG�WKH�'LVWULFW�RI�&ROXPELD²EDVH�WKHLU�JXLGHOLQHV�RQ�JURVV�LQFRPH��&DOLIRUQLD�DQG����RWKHU�VWDWHV�EDVH�WKHLU�JXLGHOLQHV�RQ�QHW�LQFRPH��$�KDQGIXO RI�QHW�LQFRPH�VWDWHV�KDYH�D�VWDQGDUGL]HG�PHWKRG�IRU�DUULYLQJ�DW�QHW�LQFRPH�IURP�JURVV�LQFRPH�
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7UHDWPHQW�RI�$GGLWLRQDO�'HSHQGHQWV
2QO\�ILYH�VWDWHV�GR�QRW�DGGUHVV�WKH�LVVXH�RI�DGGLWLRQDO�GHSHQGHQWV��WKH\�GR�QRW�WDNH�LQWR�DFFRXQW�FKLOGUHQ�IURP�SULRU�RU�VXEVHTXHQW�UHODWLRQVKLSV��DGGLWLRQDO�GHSHQGHQWV��LQ�FDOFXODWLQJ�D�FKLOG�VXSSRUW�RUGHU��,Q����VWDWHV��LQFOXGLQJ�&DOLIRUQLD��DGGLWLRQDO�GHSHQGHQWV�DUH�JURXQGV�IRU�D�GHYLDWLRQ��,Q�WKH�UHPDLQLQJ����VWDWHV�DQG�WKH�'LVWULFW�RI�&ROXPELD��D�IRUPXODLF�DGMXVWPHQW�IRU�DGGLWLRQDO�GHSHQGHQWV�LV�SUHVXPSWLYH��7KH�PRVW�FRPPRQ�IRUPXOD�WR�DGMXVW�IRU�DGGLWLRQDO�GHSHQGHQWV�VXEWUDFWV�D�³GXPP\�RUGHU´�IURP�WKH�HOLJLEOH�SDUHQW¶V�LQFRPH�SULRU�WR�WKH�FDOFXODWLRQ�RI�WKH�VXSSRUW�RUGHU�DPRXQW��7KH�GXPP\�RUGHU�LV�ZKDW�WKH�HOLJLEOH�SDUHQW�ZRXOG�WKHRUHWLFDOO\�RZH�LQFKLOG�VXSSRUW�IRU�WKH�DGGLWLRQDO�GHSHQGHQWV�LI�WKH�JXLGHOLQH�ZDV�DSSOLHG�
$1$/<6,6�2)�&+,/'�5($5,1*�&2676
,Q�GHYHORSLQJ�FKLOG�VXSSRUW�JXLGHOLQHV��VWDWHV�LQHYLWDEO\�FRQIURQW�WKH�TXHVWLRQ��+RZ�PXFK�GRHV�LW�FRVW�WR�UDLVH�D�FKLOG"�$OWKRXJK�WKLV�TXHVWLRQ�LV�VHHPLQJO\�VLPSOH��LW�KDV�FRPSOH[�UDPLILFDWLRQV��ERWK�IRU�FRXUWV�WU\LQJ�WR�GHWHUPLQH�FKLOG�VXSSRUW�LQ�LQGLYLGXDO�FDVHV�DQG�IRU�HFRQRPLVWV�VHHNLQJ�WR�HVWLPDWH�WKH�DYHUDJH�FRVWV�RI�FKLOG�UHDULQJ�DFURVV�SRSXODWLRQ�JURXSV��7KH�GLIILFXOW\�LQ�GHWHUPLQLQJ�WKH�FRVWV�RI�D�FKLOG�DULVHV�EHFDXVH�PDQ\�FRVWV�DUH�VKDUHG�ZLWK�RWKHU�KRXVHKROG�PHPEHUV��,QGHHG��WKH�ODUJHVW�FDWHJRULHV�RI�KRXVHKROG�H[SHQGLWXUHV��IRRG��KRXVLQJ��WUDQVSRUWDWLRQ��DQG�KRXVHKROG�IXUQLVKLQJV��DUH�PDGH�RQ�EHKDOI�RI�DOO�IDPLO\�PHPEHUV��,W�LV�WKHUHIRUH�QRW�SRVVLEOH�WR�REVHUYH�GLUHFWO\�WKH�SRUWLRQ�RI�WKH�WRWDO�KRXVHKROG�EXGJHW�WKDW�LV�VSHQW�RQ�DQ\�LQGLYLGXDO��LQ�SDUWLFXODU�WKDW�SRUWLRQ�VSHQW�RQ�D�JLYHQ�FKLOG�ZKR�LV�WKH�VXEMHFW�RI�D�FKLOG�VXSSRUW�DFWLRQ�
7KLV�VWXG\�H[DPLQHG�WKUHH�DSSURDFKHV�WR�HVWLPDWLQJ�WKH�SURSRUWLRQ�RI�IDPLO\�VSHQGLQJ�RQ�FKLOGUHQ������WKH�DSSURDFK�XVHG�E\�WKH�8�6��'HSDUWPHQW�RI�$JULFXOWXUH��86'$�������WKH�(QJHO�DSSURDFK��DQG�����WKH�5RWKEDUWK�DSSURDFK��7KH�HVWLPDWHV�RI�FKLOG�UHDULQJ�FRVWV�XVLQJ�WKHVH�DSSURDFKHV�DUH�GHYHORSHG�IURP�QDWLRQDO�GDWD�RQ�FRQVXPSWLRQ�SDWWHUQV�RI�KRXVHKROGV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ��7KHVH�GDWD�DUHFROOHFWHG�E\�WKH�%XUHDX�RI�/DERU�6WDWLVWLFV��%/6��LQ�LWV�&RQVXPHU�([SHQGLWXUH�6XUYH\��&(;���7KH�&(;�LV�DQ�H[KDXVWLYH�OLVW�RI�H[SHQGLWXUHV�E\�LWHP DQG�E\�KRXVHKROG�VL]H�IRU�D�QDWLRQDOO\�UHSUHVHQWDWLYH�VDPSOH�RI�$PHULFDQ�IDPLOLHV��1R�VWDWH�FROOHFWV�H[SHQGLWXUH�GDWD�WKDW�DUH�DV�H[KDXVWLYH�RU�WKDW�DUH�FROOHFWHG�RQ�VXFK�D�ODUJH�VDPSOH�VL]H��$V�D�UHVXOW��WKH�&(;�LV�WKH�RQO\�DYDLODEOH�VXUYH\�VXLWHG�IRU�HVWLPDWLQJ�KRXVHKROG�VSHQGLQJ�SDWWHUQV�
86'$�$SSURDFK
7KH�86'$�DSSURDFK�WR�WKH�SUREOHP�RI�KRZ�WR�DOORFDWH�FRVWV�EHWZHHQ�SDUHQWV�DQG�FKLOGUHQ�LV�WR�GHWHUPLQH�ZKHWKHU�WKH�DGXOWV�RU�WKH�FKLOGUHQ�DUH�WKH�SULPDU\�EHQHILFLDULHV�RI�WKH�JRRGV��7KH�86'$�H[FOXGHV�JRRGV�WKDW�DUH�H[FOXVLYHO\�DGXOW�JRRGV��DGXOW�FORWKLQJ��WREDFFR�DQG�DOFRKRO�SXUFKDVHV��SHUVRQDO�LQVXUDQFH��DQG�PLVFHOODQHRXV�H[SHQGLWXUHV��IURP�DQ\�DOORFDWLRQ�WR�WKH�FKLOGUHQ��2Q�DYHUDJH��WKHVHJRRGV�DFFRXQW�IRU��±��SHUFHQW�RI�D�KRXVHKROG¶V�EXGJHW��7KHQ�WKH�86'$�LGHQWLILHV�JRRGV�WKDW�DUH�H[FOXVLYHO\�FRQVXPHG�E\�WKH�FKLOGUHQ��ZKLFK�RQ�DYHUDJH�DFFRXQW�IRU�DERXW���SHUFHQW�RI�WKH�KRXVHKROG¶V�EXGJHW��)RU�WKH�UHPDLQLQJ����SHUFHQW�RI�WKH�EXGJHW��WKH�SRUWLRQ�DOORFDWHG�WR�WKH�FKLOGUHQ�PXVW�UHO\�HLWKHU�RQ�LQIRUPDWLRQ�IURP�RWKHU�VWXGLHV�RU�RQ�WKH�XVH�RI�D�SHU�FDSLWD�DOORFDWLRQ��'DWD�IURP�RWKHU�QDWLRQDO�VWXGLHV�DUH�XVHG�WR�DOORFDWH�DERXW����SHUFHQW�RI�KRXVHKROG�H[SHQGLWXUHV��DQG�WKH�UHPDLQLQJ�FRVWV�DUH�DOORFDWHG�RQ�D�SHU�FDSLWD�EDVLV�
:KLOH�WKH�DSSURDFK�WDNHQ�E\�WKH�86'$ LV�VWUDLJKWIRUZDUG�DQG�UHODWLYHO\�HDV\�WR�XQGHUVWDQG��LWV�PDLQ�ZHDNQHVV�LV�WKH�UDWKHU�DUELWUDU\�PDQQHU�LQ�ZKLFK�LW�DOORFDWHV�URXJKO\�RQH�KDOI�RI�WKH�IDPLO\¶V�VSHQGLQJ��7KH�XVH�RI�D�SHU�FDSLWD�DOORFDWLRQ�EULQJV�WKH�ZKROH�PHWKRGRORJ\�LQWR�TXHVWLRQ�DQG�FDQ�OHDG�WR�RYHUVWDWLQJ�KRZ�PXFK�SDUHQWV�WUXO\�VSHQG�RQ�WKHLU�FKLOGUHQ�
(QJHO�DQG�5RWKEDUWK�$SSURDFKHV
$Q�DOWHUQDWLYH�DSSURDFK�WR�WKH�DOORFDWLRQ�SUREOHP�LV�WR�IRFXV�RQ�KRZ�SDUHQWV�UHDOORFDWH�FRQVXPSWLRQ�ZLWKLQ�WKH�KRXVHKROG�LQ�RUGHU�WR�PDNH�URRP�IRU�WKHLU�FKLOGUHQ¶V�FRQVXPSWLRQ��%\�FRPSDULQJ�WKH�FRQVXPSWLRQ�GHFLVLRQV�RI�SDUHQWV�ZLWK�FKLOGUHQ�DQG�PDUULHG�FRXSOHV�ZLWKRXW�FKLOGUHQ��WKH�HFRQRPLF�FRVWV�RI�WKH�FKLOGUHQ�FDQ�EH�LQGLUHFWO\�REVHUYHG�IURP�WKH�GLIIHUHQFHV�LQ�FRQVXPSWLRQ�SDWWHUQV��7KLVFRPSDULVRQ�EHWZHHQ�KRXVHKROGV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ�UHTXLUHV�WKDW�WKH�VWDQGDUG�RI�OLYLQJ²RU�WKH�IDPLO\¶V�ZHOO�EHLQJ²EH�KHOG�FRQVWDQW�DFURVV�WKH�WZR�KRXVHKROGV��ZKLFK�WKH�(QJHO�DQG�5RWKEDUWK�DSSURDFKHV�GR�XVLQJ�GLIIHUHQW�PHDVXUHV�RI�ZHOO�EHLQJ�
7KH�(QJHO�DSSURDFK�XVHV�H[SHQGLWXUHV�RQ�IRRG�DW�KRPH�DV�D�SUR[\�IRU�KRXVHKROG�ZHOO�EHLQJ��7KLV�DSSURDFK�DVVXPHV�WKDW�����DV�WRWDO�VSHQGLQJ�LQFUHDVHV��WKH�EXGJHW�VKDUH�GHYRWHG�WR�IRRG�DW�KRPH�VKRXOG�GHFOLQH��OHDYLQJ�URRP�IRU�H[SHQGLWXUHV�RQ�RWKHU�JRRGV��DQG�����WKH�IRRG�VKDUH�RI�WKH�EXGJHW�VKRXOG�LQFUHDVH�ZKHQ�IDPLO\�VL]H��QXPEHU�RI�FKLOGUHQ��LQFUHDVHV��'DWD�RQ�KRXVHKROG�H[SHQGLWXUHV�VKRZ�ERWK�RI�WKHVH�FRQGLWLRQV�WR�EH�WUXH�
7KH�5RWKEDUWK�DSSURDFK�XVHV�H[SHQGLWXUHV�RQ�DGXOW�FORWKLQJ�DV�D�SUR[\�IRU�KRXVHKROG�ZHOO�EHLQJ��7KLV�DSSURDFK�DVVXPHV�WKDW�����DGXOWV�ZLOO�VSHQG�PRUH�RQ�WKHLU�FORWKLQJ�DV�WRWDO�VSHQGLQJ�LQFUHDVHV�DQG�����DV�KRXVHKROG�VL]H�LQFUHDVHV��DGXOWV�ZLOO�UHGXFH�WKHLU�VSHQGLQJ�RQ�DGXOW�FORWKLQJ��([SHQGLWXUH�GDWD�VXSSRUW�WKHVH�DVVXPSWLRQV�
8QGHU�ERWK�WKH�(QJHO�DQG�5RWKEDUWK�DSSURDFKHV��WKH�H[SHQGLWXUHV�DOORFDWHG�WR�FKLOGUHQ�FDQ�EH�GHULYHG�E\�PHDVXULQJ�WKH�KRXVHKROGV¶�DOORFDWLRQ�RI�H[SHQGLWXUHV�RQ�IRRG�DQG�DGXOW�FORWKLQJ��UHVSHFWLYHO\��IRU�GLIIHUHQW�KRXVHKROG�VL]HV�DQG�GLIIHUHQW�OHYHOV�RI�VSHQGLQJ��7KH�PDWKHPDWLFV�LQYROYHG�LQ�FDOFXODWLQJ�WKHVH�HVWLPDWHV�DUH�GHWDLOHG�LQ�WKH�UHSRUW�
(VWLPDWHV�RI�3DUHQWDO�6SHQGLQJ�RQ�&KLOGUHQ
7KH�HVWLPDWHV�RI�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�XVLQJ�&(;�GDWD�IURP�����±�����DUH�VKRZQ�LQ�WKH�WDEOH�EHORZ�IRU�WKH�WKUHH�DSSURDFKHV�WR�HVWLPDWLRQ�DQG�IRU�GLIIHUHQW�QXPEHUV�RI�FKLOGUHQ��)RU�FRPSDULVRQ�SXUSRVHV��WKH�WDEOH�DOVR�GLVSOD\V�WKH�SURSRUWLRQDO�VSHQGLQJ�RQ�FKLOGUHQ�XVLQJ�D�SXUHO\�SHU�FDSLWD�DSSURDFK�WR�DOORFDWLQJ�KRXVHKROG�H[SHQGLWXUHV��7KH�HVWLPDWHV�DVVXPH�ERWK�SDUHQWV�DUH�LQ�WKH�KRXVHKROG�



&DOLIRUQLD�&KLOG�6XSSRUW�*XLGHOLQH�5HYLHZ�����

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

I�+RXVHKROG ([SHQGLWXUHV�$OORFDWHG�WR�&KLOGUHQ

6859(<�2)�*8,'(/,1(�86(56
7KH�SULPDU\�SXUSRVH�RI�WKH�JXLGHOLQH�XVHUV¶�VXUYH\�ZDV�WR�OHDUQ�VWDNHKROGHUV¶�YLHZV�DERXW�����ZKDW�WKH\�EHOLHYH�LV�ZRUNLQJ�ZHOO�DQG�QRW�VR�ZHOO�ZLWK�WKH�H[LVWLQJ�JXLGHOLQH������ZKDW�WKH\�VHH�DV�WKH�JXLGHOLQH¶V�VWUHQJWKV�DQG�ZHDNQHVVHV��DQG�����ZKDW�IHDWXUHV�RI�WKH�JXLGHOLQH�WKH\�EHOLHYH�FRXOG�EH�LPSURYHG��,Q�DGGLWLRQ�WR�FDSWXULQJ�LQIRUPDWLRQ�DERXW�WKH�WKUHH�NH\�LVVXHV�WKDW�ZHUH�WKH�PDLQ�IRFXV�RI�WKHVWXG\��WKH�VXUYH\�DVNHG�TXHVWLRQV�DERXW�D�ZLGH�UDQJH�RI�RWKHU�LVVXHV��LQFOXGLQJ�KRZ�WR�GHDO�ZLWK�KLJK�LQFRPH�FDVHV��VKDUHG�SDUHQWLQJ��DQG�³DGG�RQV´�WR�WKH�EDVLF�VXSSRUW�REOLJDWLRQ��IRU�H[DPSOH��IRU�FKLOG�FDUH�RU�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�IRU�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFW�RI�WKH�VXSSRUW�RUGHU��
7KH�*XLGHOLQH¶V�6WUHQJWKV�DQG�:HDNQHVVHV
2YHUDOO��UHVSRQGHQWV�UDWHG�WKH�JXLGHOLQH�DV�PRVWO\�XQIDLU�WR�WKH�QRQFXVWRGLDO�SDUHQW�DQG�WKH�SDUHQWV¶�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV�DQG�PRVWO\�IDLU�WR�WKH�FXVWRGLDO�SDUHQW��7KH�IDLUQHVV�UDWLQJ�WKH\�JDYH�WR�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�ZDV�HVWDEOLVKHG�ZDV�LQ�WKH�PLGGOH�RI�WKH�IDLUQHVV�VFDOH��WKXV�QHLWKHU�IDLU�QRU�XQIDLU��7KH�JHQHUDO�SHUFHLYHG�ODFN�RI�IDLUQHVV�ZDV�IXUWKHU�HYLGHQFHG�LQ�ZKDW�UHVSRQGHQWV�EHOLHYHG�DERXW�WKH�OHYHO�RI�VXSSRUW�RUGHUV²ZKHWKHU�WKH\�DUH�WRR�KLJK��DERXW�ULJKW��RU�WRR�ORZ��$�PDMRULW\�RI�UHVSRQGHQWV�����SHUFHQW��EHOLHYHG�WKH�VXSSRUW�RUGHUV�HVWDEOLVKHG�XVLQJ�WKH�JXLGHOLQH�ZHUH�WRR�KLJK��$ERXW�D�TXDUWHU�RI�DOO�UHVSRQGHQWV�����SHUFHQW��EHOLHYHG�WKH\�ZHUH�DERXW�ULJKW��DQG�RQO\���SHUFHQW�EHOLHYHG�WKH\�ZHUH�WRR�ORZ�
,Q�UHSRUWLQJ�DERXW�WKH�JXLGHOLQH¶V�VWUHQJWKV��UHVSRQGHQWV�PRVW�IUHTXHQWO\�PHQWLRQHG�WKDW�WKH�JXLGHOLQH�����LV�FRQVLVWHQW��XQLIRUP��DQG�REMHFWLYH�����SHUFHQW�������\LHOGV�SUHGLFWDEOH�UHVXOWV�����SHUFHQW�������LV�IDLU�WR�FKLOGUHQ����SHUFHQW���DQG�����\LHOGV�UHDVRQDEOH�VXSSRUW�DPRXQWV����SHUFHQW���5HVSRQGHQWV�DOVR�FLWHG�WKH�JXLGHOLQH�IRU�LWV�HDVH�RI�XVH����SHUFHQW���LWV�XVH�RI�QHW�LQFRPH����SHUFHQW���LWV�FRQVLGHUDWLRQ�RI�HDFK�SDUHQW¶V�WLPH�ZLWK�WKH�FKLOGUHQ�����SHUFHQW���DQG�WKH�MXGLFLDO�GLVFUHWLRQ�WKH�JXLGHOLQH�DOORZV�WR�GHDO�DSSURSULDWHO\�ZLWK�HDFK�IDPLO\¶V�XQLTXH�FLUFXPVWDQFHV����SHUFHQW���5HVSRQGHQWV�PDLQO\�IDXOWHG�WKH�JXLGHOLQH�IRU�\LHOGLQJ�VXSSRUW�RUGHUV�WKH\�EHOLHYHGZHUH�WRR�KLJK�����SHUFHQW��DQG�IRU�EHLQJ�WRR�ULJLG�DQG�LQIOH[LEOH�����SHUFHQW���7KH\�DOVR�PHQWLRQHG�VSHFLDO�IDFWRUV�DERXW�WKH�JXLGHOLQH�WKH\�GLG�QRW�OLNH��VXFK�DV�WKH�WLPHVKDULQJ�DGMXVWPHQW�����SHUFHQW���ZKLFK�PDQ\�EHOLHYHG�HQFRXUDJHV�FRQIOLFW�EHWZHHQ�WKH�SDUHQWV��WKH�DGGLWLRQV�IRU�FKLOG�FDUH�DQG�PHGLFDO�FRVWV�����SHUFHQW���ZKLFK�WKH\�EHOLHYH�DUH�XQIDLU��DQG�WKH�ORZ�LQFRPH�DGMXVWPHQW����SHUFHQW���ZKLFK�WKH\�EHOLHYH�LV�LQDGHTXDWH��<HW��WKH\�DOVR�ZHUH�GLVDSSRLQWHG�WKDW�WKH�JXLGHOLQH�GRHV�QRW�DGGUHVV�RWKHU�VSHFLDO�IDFWRUV��VXFK�DV�UHQW��WUDQVSRUWDWLRQ��DQG�H[FHVVLYH�YLVLWDWLRQ�FRVWV�
)2&86�*52836�2)�3$5(176
3DUHQWV�SOD\�DQ�LPSRUWDQW�UROH�LQ�DQ\�UHYLHZ�RI�WKH�FKLOG�VXSSRUW�JXLGHOLQH�EHFDXVH�WKH\�DUH�GLUHFWO\�DIIHFWHG�E\�KRZ�WKH�JXLGHOLQH�LV�DSSOLHG�E\�WKH�FRXUW�WR�FDOFXODWH�D�FKLOG�VXSSRUW�RUGHU�LQ�WKHLU�FDVH�V���7KLV�VWXG\�PDGH�D�VSHFLDO�HIIRUW�WR�FDSWXUH�SDUHQWV¶�WKRXJKWV�DERXW�WKH�JXLGHOLQH��HVSHFLDOO\�LQ�KRZ�WKH�JXLGHOLQH¶V�SURYLVLRQV�DUH�DSSOLHG�DQG�ZKDW�LPSDFW�WKDW�DSSOLFDWLRQ�KDV�KDG�RQ�WKHLU�SDUWLFXODU�VLWXDWLRQV��7KH�DSSURDFK�WKH�VWXG\�XVHG�WR�JDWKHU�GDWD�DOVR�DVNHG�SDUHQWV�ZKDW�UHFRPPHQGDWLRQV�WKH\�KDG�IRU�FKDQJLQJ�WKH�JXLGHOLQH�WKDW�ZRXOG�PDNH�LW�HDVLHU�WR�XVH��EH�PRUH�HTXLWDEOH�LQ�LWV�RXWFRPHV��DQG�\LHOG�VXSSRUW�RUGHUV�WKDW�ZHUH�LQ�WKH�EHVW�LQWHUHVW�RI�WKH�FKLOGUHQ�
7KH�IRFXV�JURXS�GLVFXVVLRQV�DQG�LQWHUYLHZV�\LHOGHG�D�ULFK�VHW�RI�SDUHQWDO�SHUVSHFWLYHV�DERXW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�DV�D�WRRO�IRU�FDOFXODWLQJ�D�VXSSRUW�REOLJDWLRQ�DQG�IRU�GHILQLQJ�DQ�DSSURDFK�WR�FRPSOHWH�WKDW�SURFHVV��7KH\�DOVR�SURYLGHG�VRPH�LQVLJKW�LQWR�SUREOHPV�SDUHQWV�KDYH�XVLQJ�WKH�JXLGHOLQH SURYLVLRQV�WR�PHHW�WKHLU�VSHFLILF�FLUFXPVWDQFHV�DQG�LGHDV�IRU�HIIHFWLQJ�FKDQJHV�WKDW�ZRXOG�PDNH�WKH�JXLGHOLQH�PRUH�XVHIXO�WR�WKHP�
0DQ\�RI�WKH�LVVXHV�SDUHQWV�UDLVHG�LQ�WKH�IRFXV�JURXSV�ZHUH�VLPLODU�WR�WKH�FRPPHQWV�PDGH�LQ�WKH�JXLGHOLQH�XVHUV¶�VXUYH\��,Q�SDUWLFXODU��WKLV�LQFOXGHG�����FRPPHQWV�DERXW�WKH�JXLGHOLQH�UHVXOWLQJ�LQ�OHYHOV�RI�VXSSRUW�WKDW�DUH�WRR�KLJK������D�SUHIHUHQFH�IRU�XVLQJ�QHW�LQFRPH�DV�D�EDVH�WR�FDOFXODWH�WKH�REOLJDWLRQ��DQG�����LQGLFDWLRQV�WKDW�WKH�WLPH�VKDULQJ�IDFWRU�LQ�WKH�JXLGHOLQH�KDV�PHULWV�DQG�OLPLWDWLRQV��$OVR�OLNH�JXLGHOLQH�XVHUV��SDUHQWV�KDG�IHZ�UHFRPPHQGDWLRQV�IRU�FKDQJLQJ�WKH�FXUUHQW�JXLGHOLQH�DGMXVWPHQW�IRU�ORZ�LQFRPH�REOLJRUV�RU�WKH�SURYLVLRQV�IRU�DGGLWLRQDO�GHSHQGHQWV��
5(&200(1'$7,216
7KH�VWXG\�UHFRPPHQGDWLRQV�IRFXVHG�RQ�FKDQJHV�QHHGHG�UHJDUGLQJ�WUHDWPHQW�RI�ORZ�LQFRPH�REOLJRUV��WKH�XVH�RI�JURVV�LQFRPH�YHUVXV�QHW�LQFRPH�DV�D�EDVH�WR�XVH�LQ�FDOFXODWLQJ�FKLOG�VXSSRUW��DQG�WUHDWPHQW�RI�DGGLWLRQDO�GHSHQGHQWV�
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7UHDWPHQW�RI�/RZ�,QFRPH�2EOLJRUV
,QFRPH�7KUHVKROG
,I�&DOLIRUQLD�LQWHQGV�WR�LQFOXGH�DQ�LQFRPH�WKUHVKROG�LQ�WKH�FKLOG�VXSSRUW�JXLGHOLQH�IRU�DSSOLFDWLRQ�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW��WKHQ�WKH�WKUHVKROG�QRZ�XVHG�WR�GHWHUPLQH�WKH�REOLJRU¶V�HOLJLELOLW\²�������QHW�LQFRPH�SHU�PRQWK²VKRXOG�EH�UHYLHZHG��,W�LV�KLJKHU�WKDQ�WKDW�RI�PRVW�VWDWHV��EXW�FORVH�WR�WKH�DPRXQW�LQ�KLJK�LQFRPH�VWDWHV��IRU�H[DPSOH��&RQQHFWLFXW�DQG�1HZ�<RUN���$OVR��LW�H[FHHGV�WKH�IHGHUDO�SRYHUW\�VWDQGDUGV�IRU�D�VLQJOH�SHUVRQ��1HYHUWKHOHVV��WKH�YDULDELOLW\�LQ�WKH�FRVW�RI�OLYLQJ�DPRQJ�&DOLIRUQLD�FRXQWLHV�WKDW�VXUYH\�UHVSRQGHQWV�KLJKOLJKWHG�LV�DSSUHFLDWHG��,Q�DGGLWLRQ��DV�WKH�REOLJRU¶V�LQFRPH�DSSURDFKHV��������SHU�PRQWK��WKH�DPRXQW�RI�WKH�DGMXVWPHQW�EHFRPHV�LQFUHDVLQJO\�VPDOO��8QGHU�&DOLIRUQLD¶V�QHZ�PLQLPXP�ZDJH�ODZ��PDQ\�IXOOWLPH�PLQLPXP�ZDJH�HDUQHUV�ZLOO�EH�LQHOLJLEOH�IRU�WKH�DGMXVWPHQW�RU�UHFHLYH�RQO\�D�QRPLQDO�DGMXVWPHQW�
2QH�GLIILFXOW\�ZLWK�HVWDEOLVKLQJ�D�IL[HG�WKUHVKROG�LV�WKDW�DQ\RQH�ZKRVH�LQFRPH�LV�HYHQ�VOLJKWO\�DERYH�WKH�WKUHVKROG�PD\�QRW�TXDOLI\�IRU�D�ORZ�LQFRPH�DGMXVWPHQW��$QRWKHU�DSSURDFK��ZKLFK�FRXOG�EH�XVHG�HLWKHU�LQVWHDG�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW�RU�LQ�DGGLWLRQ�WR�LW��LV�WR�LQFRUSRUDWH�D�VHOI�VXSSRUW�UHVHUYH�GLUHFWO\�LQWR�WKH�JXLGHOLQH�WR�HQVXUH�WKDW�WKH�REOLJRU�KDV�HQRXJK�LQFRPH�DIWHU�SD\PHQW�RI�WKH�VXSSRUW�REOLJDWLRQ�WKDW�KH�RU�VKH�FDQ�PDLQWDLQ�DW�OHDVW�D�PLQLPXP�VWDQGDUG�RI�OLYLQJ��$�GLVFXVVLRQ�RI�KRZ�D�VHOI�VXSSRUW�UHVHUYH�FRXOG�EH�LQFRUSRUDWHG�LQWR�WKH�H[LVWLQJ�JXLGHOLQH�LV�SURYLGHG�EHORZ�
$GMXVWPHQW�)RUPXOD
$V�SUHYLRXVO\�LOOXVWUDWHG��WKHUH�DUH�VLWXDWLRQV�XQGHU�WKH�H[LVWLQJ�JXLGHOLQH�ZKHUH�SD\PHQW�RI�WKH�JXLGHOLQH�GHWHUPLQHG�DPRXQW�ZRXOG�OHDYH�WKH�REOLJRU�ZLWK�LQFRPH�EHORZ�WKH�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ��7KH�/HJLVODWXUH�VKRXOG�FRQVLGHU�WKH�IROORZLQJ�RSWLRQV�DV�SRWHQWLDO�DSSURDFKHV�WR�DGGUHVVLQJ�WKLV�VLWXDWLRQ��EXW�WKHVH�DSSURDFKHV�FRXOG�EH�FRQVLGHUHG�LQ�FRPELQDWLRQ�ZLWK�RWKHU�DGMXVWPHQWV�PHQWLRQHG�LQWKLV�VHFWLRQ�� 5HSODFH�)DPLO\�&RGH�VHFWLRQ������E�����ZLWK�DQ�DGMXVWPHQW�EDVHG�RQ�D�VHOIVXSSRUW�UHVHUYH�RU�DGRSW�D�VHOI�VXSSRUW�UHVHUYH�LQ�DGGLWLRQ�WR�WKH�ORZ�LQFRPH�DGMXVWPHQW��7KHUH�DUH�WZR�PHWKRGV�RI�DSSO\LQJ�D�VHOI�VXSSRUW�UHVHUYH�� 2QH�PHWKRG�LV�WR�FRPSXWH�WKH�ORZ�LQFRPH�DGMXVWHG�RUGHU�DV�D�SURSRUWLRQ�RI�WKH�GLIIHUHQFH�EHWZHHQ�REOLJRU�QHW�LQFRPH�DQG�WKH�VHOI�VXSSRUW�UHVHUYH��7KH�SURSRUWLRQ�FRXOG�EH�RQ�D�VOLGLQJ�VFDOH�WKDW�LQFUHDVHV�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ��IRU�H[DPSOH�����SHUFHQW�IRU�RQH�FKLOG�����SHUFHQW�IRU�WZR�FKLOGUHQ�����SHUFHQW�IRU�WKUHH�FKLOGUHQ�DQG�VR�IRUWK��� 7R�LOOXVWUDWH�KRZ�WKLV�ZRXOG�ZRUN��DVVXPH�DQ�REOLJRU�KDV�WKUHH�FKLOGUHQ�DQG�WKH�REOLJRU¶V�QHW�LQFRPH�LV��������SHU�PRQWK��7KH�REOLJRU¶V�LQFRPH�DYDLODEOH�IRU�FKLOG�VXSSRUW�ZRXOG�EH��������������± ������ZKLFK�LV�WKH�IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ���8QGHU�WKH�ORZ�LQFRPH�DGMXVWPHQW��WKH�VXSSRUW�RUGHU�IRU�WKUHH�FKLOGUHQ�ZRXOG�EH����SHUFHQW�RI�WKLV�DPRXQW��RU������SHU�PRQWK��7KLV�DPRXQW�ZRXOG�EH�FRPSDUHG�WR�WKH�JXLGHOLQH�GHWHUPLQHG�DPRXQW��DQG�WKH�ORZHU�RI�WKH�WZR�DPRXQWV�ZRXOG�EHFRPH�WKH�VXSSRUW�RUGHU�� 7KH�RWKHU�DSSURDFK�LV�WR�PHUHO\�FDOFXODWH�JXLGHOLQH�VXSSRUW�XVLQJ�DOO�RI�WKH�REOLJRU¶V�DFWXDO�LQFRPH��7KH�JXLGHOLQH�VXSSRUW�LV�WKHQ�VXEWUDFWHG�IURP�QHW�LQFRPH�DQG�LI�WKH�DPRXQW�UHPDLQLQJ�LV�OHVV�WKDQ�WKH�VHOI�VXSSRUW�UHVHUYH��WKH�JXLGHOLQH�VXSSRUW�LV�DGMXVWHG�GRZQZDUG�XQWLO�WKH�VHOI�VXSSRUW�UHVHUYH�DPRXQW�LV�UHDFKHG��7KLV�LV�VLPLODU�WR�WKH�PHWKRG�DGRSWHG�E\�WKH�IRUPHU�$JQRV�&KLOG�6XSSRUW�6WDQGDUGV�$FW�RI������� 7R�LOOXVWUDWH�KRZ�WKLV�ZRXOG�ZRUN��DQ�REOLJRU�ZLWK��������QHW�PRQWKO\�LQFRPH�DQG�WKUHH�FKLOGUHQ�ZRXOG�SD\������SHU�PRQWK�LQ�FKLOG�VXSSRUW�E\�WKH�FXUUHQW�JXLGHOLQH��7KH�REOLJRU�ZRXOG�EH�OHIW�ZLWK������SHU�PRQWK�DIWHU�VXSSRUW��,I�D�IHGHUDO�SRYHUW\�OHYHO�VHOI�VXSSRUW�UHVHUYH�RI������ZDV�XVHG��WKH�FKLOG�VXSSRUW��ZRXOG�KDYH�WR�EH�UHGXFHG�E\������WR�OHDYH�WKH�REOLJRU�ZLWK�WKH�QHFHVVDU\�VHOIVXSSRUW�UHVHUYH��7KH�UHVXOWLQJ�FKLOG�VXSSRUW�RUGHU�ZRXOG�EH������SHU�PRQWK�
1R�VSHFLILF�UHFRPPHQGDWLRQ�LV�PDGH�UHJDUGLQJ�WKH�DSSURSULDWH�DPRXQW�RI�DQ\�VHOIVXSSRUW�UHVHUYH��&RPPHQWV�UHFHLYHG�GXULQJ�WKH�FRPPHQW�SHULRG�FOHDUO\�LQGLFDWH�WKDW�D�FDUHIXO�EDODQFH�PXVW�EH�UHDFKHG�EHWZHHQ�WKH�QHHG�WR�OHDYH�REOLJRUV�ZLWK�VXIILFLHQW�LQFRPH�WR�PHHW�WKHLU�PRVW�EDVLF�QHHGV�DQG�WKH�QHHG�WR�SURYLGH�DV�DGHTXDWHO\�DV�SRVVLEOH�IRU�FKLOGUHQ�
2WKHU�/RJLVWLFV�RI�WKH�3URSRVHG�)RUPXOD
7KH�SURSRVHG�ORZ�LQFRPH�DGMXVWPHQW�LV�DQ�HDV\�IRUPXOD�WR�SURJUDP�LQWR�DQ�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQ��,W�FRXOG�DOVR�EH�HDVLO\�LQFRUSRUDWHG�LQWR�D�JXLGHOLQH�ZRUNVKHHW��$Q�H[DPSOH�RI�VXFK�D�ZRUNVKHHW�LV�SURYLGHG�LQ�([KLELW������S���� $SSO\LQJ�WKH�ORZ�LQFRPH�DGMXVWPHQW�DIWHU�DGGLWLRQV�IRU�RWKHU�FKLOG�UHODWHG�H[SHQGLWXUHV�DUH�DGGHG�RQ��IRU�H[DPSOH��IRU�FKLOG�FDUH��KHDOWK�FDUH�FRVWV��HGXFDWLRQ�DQG�VSHFLDO�QHHGV��FDQ�EH�SUREOHPDWLF��$GG�RQV�DUH�RIWHQ�QRW�VHW�DW�D�GROODU�DPRXQW��WKH\�DUH�W\SLFDOO\�VHW�DW����SHUFHQW�RI�DFWXDO�FRVWV���ZKLFK�ZRXOG�PDNH�LW�GLIILFXOW�WR�FDOFXODWH�WKH�ORZ�LQFRPH�DGMXVWPHQW�DIWHU�WKH�FRQVLGHUDWLRQ�RI�DGGLWLRQDO�FRVWV��,Q�WKH�FDVH�RI�XQLQVXUHG�KHDOWK�FDUH�FRVWV��WKH�PRVW�IUHTXHQWO\�DSSOLHG�DGG�RQ��WKLV�PD\�YDU\�VXEVWDQWLDOO\�IURP�\HDU�WR�\HDU�
'LVFUHWLRQDU\�$GMXVWPHQW
,I�&DOLIRUQLD�GHFLGHV�WR�DGRSW�D�VHOI�VXSSRUW�UHVHUYH�RU�PDLQWDLQ VRPH�IRUP�RI�WKH�FXUUHQW�ORZ�LQFRPH�DGMXVWPHQW�RU�XVH�D�FRPELQDWLRQ�RI�ERWK�DSSURDFKHV��WKHVH�DGMXVWPHQWV�VKRXOG�EH�PDGH�SUHVXPSWLYH�WR�HQVXUH�WKDW�WKH\�ZLOO�EH�DSSOLHG��7KH�LQWHQW�RI�HQDFWLQJ�D�ORZ�LQFRPH�DGMXVWPHQW�RU�VHOI�VXSSRUW�UHVHUYH�LV�WR�EHQHILW�WKRVH�ZKR�PHHW�WKH�WKUHVKROG�FULWHULD��7KH�FXUUHQW�ODZ�UHTXLUHV�D�ILQGLQJ�DV�WR�ZK\�WKH�ORZ�LQFRPH�DGMXVWPHQW�LV�EHLQJ�DSSOLHG��ZKLFK�PD\�GLVFRXUDJH�LWV�DSSOLFDWLRQ��)XUWKHU��FKLOG�VXSSRUW�RUGHUV�HQWHUHG�E\�GHIDXOW�ZLOO�UDUHO\�KDYH�WKH�ORZ�LQFRPH�DGMXVWPHQW�XQOHVV�LW�LV�PDGH�SUHVXPSWLYH��7KLV�VLWXDWLRQ�FUHDWHV�DQ�DGGLWLRQDO�DGPLQLVWUDWLYH�EXUGHQ�RQ�WKH�FRXUWV�ZKHQ�WKHVH�RUGHUV�PXVW�EH�VHW�DVLGH�RU�VXEVHTXHQWO\�PRGLILHG��7KH�/HJLVODWXUH�VKRXOG�FRQVLGHU�DGRSWLQJ�RU�DPHQGLQJFXUUHQW�ODZ�WR�PDNH�DSSOLFDWLRQ�RI�WKHVH�DGMXVWPHQWV�SUHVXPSWLYH�VXEMHFW�WR�SURRI�WKDW�WKH�DGMXVWPHQW�LV�QRW�DSSURSULDWH�LQ�D�SDUWLFXODU�FDVH��7KH�FXUUHQW�ORZ�LQFRPH�DGMXVWPHQW�DOORZV�WKH�FRXUW�WR�DGMXVW�WKH�VXSSRUW�ZLWKLQ�D�VSHFLILHG�UDQJH��ZKLFK�JLYHV�WKH�FRXUW�JUHDWHU�IOH[LELOLW\�WR�FRQVLGHU�WKH�RYHUDOO�FLUFXPVWDQFHV�RI�D�SDUWLFXODU�FDVH��+RZHYHU��LI�WKLV�DGMXVWPHQW�LV�PDGH�SUHVXPSWLYH��WKH�/HJLVODWXUH�VKRXOG�FRQVLGHU�SURYLGLQJ�WKDW�LQ�GHIDXOW�FDVHV�RU�SURSRVHG�MXGJPHQWV�XQGHU�)DPLO\�&RGH�VHFWLRQ�������WKH�ORZ�LQFRPH�DGMXVWPHQW�VKRXOG�EH�VHW�DW�WKH�PD[LPXP�DPRXQW�DOORZDEOH�LQ�RUGHU�WR�SURYLGH�HYHQ�UHVXOWV�RQ�VLPLODU�IDFWV�VWDWHZLGH�
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3UHVXPHG�,QFRPH
$SSOLFDWLRQ�RI�&DOLIRUQLD
V�SUHVXPHG�LQFRPH�UHVXOWV�LQ�RUGHU�DPRXQWV�WKDW�DUH�VLJQLILFDQWO\�KLJKHU�WKDQ�WKRVH�RUGHUHG�LQ�WKH�UHVW�RI�WKH�QDWLRQ��$PRQJ�RWKHU�VWDWHV���?�� RI�WKHP�EDVH�WKH�SUHVXPHG�RUGHU�RQ�WKH�DVVXPSWLRQ�WKDW�WKH�REOLJRU�LV�HPSOR\HG�IXOO�WLPH�DW�PLQLPXP�ZDJH��7KLV�FRQWUDVWV�ZLWK�WKH�FXUUHQW�&DOLIRUQLD�DSSURDFK��ZKLFK�SUHVXPHV�D�PRQWKO\�LQFRPH�RI���������IRU�ILVFDO�\HDU�����±������ZKHQ�FDOFXODWLQJ�VXSSRUW�IRU�RQH�FKLOG��7KH�/HJLVODWXUH�VKRXOG�UHYLHZ�WKH�FXUUHQW�SUHVXPHG�LQFRPH�DSSURDFK�WR�GHWHUPLQH�LI�DOWHUQDWLYHV�ZRXOG�\LHOG�D�PRUH�DSSURSULDWH�FKLOG�VXSSRUW�RUGHU��,I�D�ORZHU�SUHVXPHG�LQFRPH�ZDV�DGRSWHG��SURYLVLRQV�FRXOG�EH�FRQVLGHUHG�IRU�DOORZLQJ�HLWKHU�SDUHQW�WR�EH�DEOH�WR�VHW�DVLGH�WKH�MXGJPHQW��ZLWKLQ�D�FOHDUO\�FLUFXPVFULEHG�WLPH�SHULRG��DQG�UHFDOFXODWH�VXSSRUW�EDVHG�XSRQ�LQIRUPDWLRQ�VXEVHTXHQWO\�SURYLGHG�
,W�LV�DOVR�UHFRPPHQGHG�WKDW�WKH�UHVXOWV�IURP�WKH�8UEDQ�,QVWLWXWH¶V�VWXG\�RQ�FKLOG�VXSSRUW�GHEW�EH�FRQVLGHUHG�ZKHQ�UHOHDVHG��,W�PD\�SURYLGH�IXUWKHU�LQVLJKWV�RQ�WKH�DELOLW\�WR�SD\�LQ�WKHVH�SUHVXPHG�LQFRPH�FDVHV�
5HFRPPHQGDWLRQV�5HJDUGLQJ�8VH�RI�*URVV�,QFRPH�9HUVXV�1HW�,QFRPH
7KH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�VKRXOG�FRQWLQXH�WR�UHO\�RQ�GLVSRVDEOH�QHW�LQFRPH�DV�WKH�EDVH�XVHG�WR�FRPSXWH�D�VXSSRUW�REOLJDWLRQ�DPRXQW��'LVSRVDEOH�QHW�LQFRPH�EDVHV�VXSSRUW�RQ�WKH�DFWXDO�DPRXQW�RI�PRQH\�WKDW�LV�UHDVRQDEO\�DYDLODEOH�IRU�VXSSRUW��1HW�LQFRPH�H[FOXGHV�PDQGDWRU\�GHGXFWLRQV�VXFK�DV�UHWLUHPHQW�RU�XQLRQ�GXHV��1HW�LQFRPH�DOVR�DFFRXQWV�IRU�WKH�GLIIHUHQFHV�LQ�WD[�FRQVHTXHQFHV�EDVHG�RQ�VXFK�IDFWRUV�DV�WKH�DYDLODELOLW\�RI�GHSHQGHQF\�H[HPSWLRQV��7KLV�DSSURDFK�WDNHV�LQWR�DFFRXQW�WKDW�SHRSOH�ZKR�DUH�VLPLODUO\�VLWXDWHG�ZLWK�UHJDUG�WR�JURVV�LQFRPH�PD\�KDYH�TXLWH�GLIIHUHQW�OHYHOV�RI�QHW�LQFRPH�EDVHG�RQ�WKH�QDWXUH�RI�WKHLU�GHGXFWLRQV�DQG�WKHLU�LQGLYLGXDO�OLIH�FLUFXPVWDQFHV�
7KH�/HJLVODWXUH�VKRXOG��KRZHYHU��UHYLHZ�WKH�LVVXH�RI�KRZ�WR�DOORFDWH�WKH�WD[�FRQVHTXHQFHV�EHWZHHQ�D�UHPDUULHG�SDUW\�DQG�KLV�RU�KHU�QHZ�VSRXVH�IRU�WKH�SXUSRVHV�RI�GHWHUPLQLQJ�WKH�QHW�GLVSRVDEOH�LQFRPH�RI�WKDW�UHPDUULHG�SDUW\��,Q�UHVROYLQJ�WKLV�LVVXH��WKH�/HJLVODWXUH�VKRXOG�FDUHIXOO\�UHYLHZ�WKH�YDULRXV�DOWHUQDWLYHV�WR�GHWHUPLQH�WKH�PRVW�HTXLWDEOH�VWDWXWRU\�VROXWLRQ��VHH�GLVFXVVLRQ�LQ�&KDSWHU�)RXU���7KH�FXUUHQW�JDS�LQ�JXLGDQFH�LQ�WKLV�DUHD�FDQ�UHVXOW�LQ�D�ODFN�RI�XQLIRUP�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�VWDWHZLGH�
5HFRPPHQGDWLRQV�5HJDUGLQJ�$GGLWLRQDO�'HSHQGHQWV
7KH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH¶V�WZR�H[LVWLQJ�SURYLVLRQV�UHJDUGLQJ�DGGLWLRQDO�GHSHQGHQWV�DSSHDUV�WR�DGHTXDWHO\�DGGUHVV�WKH�LVVXH�RI�DGGLWLRQDO�GHSHQGHQWV��7KH�JXLGHOLQH�VKRXOG�FRQWLQXH�WR�DOORZ�D�PDQGDWRU\�GHGXFWLRQ�IRU�FKLOG�VXSSRUW�DFWXDOO\�EHLQJ�SDLG�IRU�D�FKLOG�RWKHU�WKDQ�WKH�FKLOG�RU�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�EHLQJ�HVWDEOLVKHG��7KH�JXLGHOLQH�VKRXOG�DOVR�FRQWLQXH�WR�DOORZ�D�KDUGVKLS�GHGXFWLRQ�IRU�RWKHU�FKLOGUHQ��DQG�RU�SDUHQWV��ZKR�WKH�SDUW\�LV�OHJDOO\�REOLJDWHG�WR�VXSSRUW�DQG�ZKR�UHVLGH�LQ�WKH�KRPH�RI�WKDW�SDUW\��,W�VKRXOG�EH�QRWHG��KRZHYHU� WKDW�WKH�ODWWHU�GHGXFWLRQ�LV�GLVFUHWLRQDU\�ZLWK�WKH�FRXUW��7KH�FRXUW�PD\�GLVDOORZ�FRQVLGHUDWLRQ�RI�WKH�GHGXFWLRQ�IRU�RWKHU�GHSHQGHQWV�FRPSOHWHO\�RU�DOORZ�D�GHGXFWLRQ�LQ�DQ\�DPRXQW�XS�WR�WKH�PD[LPXP�DOORZDEOH��7KLV�GLVFUHWLRQ�DOORZV�WKH�FRXUW�WR�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�ZLGH�UDQJH�RI�FLUFXPVWDQFHV�ZKHUH�RWKHU�GHSHQGHQWV�DUH�LQYROYHG�
)RU�H[DPSOH��WKH�FRXUW�FDQ�GLIIHUHQWLDWH�WKH�DPRXQW�RI�GHGXFWLRQ�IRU�DQRWKHU�GHSHQGHQW�QRW�WKH�VXEMHFW�RI�WKH�RUGHU�ZKR�LV�VROHO\�VXSSRUWHG�E\�RQH�SDUHQW�RU�VXSSRUWHG�E\�WZR�SDUHQWV�
7KH�/HJLVODWXUH�VKRXOG�FRQVLGHU�FRUUHFWLQJ�D�PLQRU�PDWKHPDWLFDO�HUURU�WKDW�RFFXUV�LI�WKH�KDUGVKLS�GHGXFWLRQ�H[FHHGV�WKH�SDUHQW
V�QHW�LQFRPH��ZKLFK�UHVXOWV�LQ�D�QHJDWLYH�QHW�GLVSRVDEOH�LQFRPH�IRU�WKH�HOLJLEOH�SDUHQW��7KLV�FDQ�EH�HDVLO\�FRUUHFWHG E\�OLPLWLQJ�WKH�PLQLPXP�DPRXQW�RI�QHW�GLVSRVDEOH�LQFRPH�WR�����,Q�RWKHU�ZRUGV��D�SDUHQW¶V�QHW�GLVSRVDEOH�LQFRPH�XVHG�LQ�D�JXLGHOLQH�FDOFXODWLRQ�FDQ�QHYHU�EH�OHVV�WKDQ�����6LPLODU�SURYLVLRQV�H[LVW�LQ�RWKHU�VWDWHV�
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&+$37(5��
,1752'8&7,21�
,Q�-XQH�������WKH�-XGLFLDO�&RXQFLO�RI�&DOLIRUQLD�FRQWUDFWHG�ZLWK�3ROLF\�6WXGLHV�,QF���36,��WR�FRQGXFW�D�UHYLHZ�RI�&DOLIRUQLD¶V�FKLOG�VXSSRUW�JXLGHOLQH��7KLV�UHYLHZ�ZDV�FRQGXFWHG�LQ�FRPSOLDQFH�ZLWK�IHGHUDO�DQG�VWDWH�ODZ��)HGHUDO�ODZ�����&)5���������UHTXLUHV�VWDWHV�WR�H[DPLQH�FDVH�GDWD�DW�OHDVW�HYHU\�IRXU�\HDUV�WR�HQVXUH�WKDW�GHYLDWLRQV�IURP�JXLGHOLQHV�LQ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�RUGHUHG�DUH�OLPLWHG��6WDWH�ODZ��)DP��&RGH���������D���DOVR�UHTXLUHV�WKH�-XGLFLDO�&RXQFLO�WR�SHULRGLFDOO\�UHYLHZ�WKH�VWDWHZLGH�JXLGHOLQH�DQG�UHFRPPHQG�DSSURSULDWH�UHYLVLRQV�WR�WKH�/HJLVODWXUH��7KH�UHYLHZ�FRQGXFWHG�LQ������LQFOXGHG�WKH�IROORZLQJ�DFWLYLWLHV�� 7KH�FROOHFWLRQ�DQG�DQDO\VLV�RI�FKLOG�VXSSRUW�RUGHU�LQIRUPDWLRQ�IURP�FDVH�ILOHV�� $�UHYLHZ�RI�SURYLVLRQV�RWKHU�VWDWHV¶�JXLGHOLQHV�PDNH�IRU�VHOHFWHG�LVVXHV��LQFOXGLQJ�LVVXHV�UHODWHG�WR�ORZ�LQFRPH�REOLJRUV��VHFRQG�IDPLOLHV��DQG�WKH�XVH�RI�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�WKH�VXSSRUW�REOLJDWLRQ�� $Q�DQDO\VLV�RI�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ�EDVHG�RQ�WKH�PRVW�UHFHQW�HFRQRPLF�HYLGHQFH�� 7KH�DGPLQLVWUDWLRQ�RI�D�VXUYH\�RI�SHRSOH�ZKR�XVH�WKH�JXLGHOLQH��IRU�H[DPSOH��MXGJHV��IDPLO\�ODZ�DWWRUQH\V��DQG�DGYRFDWHV�IRU�SDUHQWV�DQG�RU�FKLOGUHQ��WR�HVWDEOLVK�DQG�PRGLI\�VXSSRUW�RUGHUV��DQG� )RFXV�JURXSV�DQG�LQWHUYLHZV�ZLWK�SDUHQWV�ZKR�KDYH�H[SHULHQFH�ZLWK�WKH�JXLGHOLQH�
7KH�-XGLFLDO�&RXQFLO�UHTXHVWHG�WKDW�WKH�VWXG\�DFWLYLWLHV�SDUWLFXODUO\�DGGUHVV�WKUHH�NH\�LVVXHV�RI�VSHFLDO�LQWHUHVW�WR�WKH�/HJLVODWXUH������WKH�ORZ�LQFRPH�DGMXVWPHQW�SURYLVLRQV�LQ�WKH�JXLGHOLQH������WKH�LQFRPH�EDVH�WKH�JXLGHOLQH�IRUPXOD�XVHV�WR�FDOFXODWH D�VXSSRUW�REOLJDWLRQ��DQG�����DGMXVWPHQWV�WKH�JXLGHOLQH�DOORZV�IRU�DGGLWLRQDO�GHSHQGHQWV�
5(9,(:�2)�&$6(�),/(6
7KH�FDVH�ILOH�UHYLHZ�FRQVLVWHG�RI�D�UDQGRP�VDPSOH�RI�FKLOG�VXSSRUW�RUGHUV�WKDW�ZHUH�HVWDEOLVKHG�RU�PRGLILHG�LQ�FDOHQGDU�\HDU�������7KH�UHYLHZ�DGRSWHG�WKH�VDPH�DSSURDFK�WKH�-XGLFLDO�&RXQFLO�XVHG�LQ�LWV�ODVW�UHYLHZ�RI�VXSSRUW�RUGHUV��EXW�LW�VHOHFWHG�IHZHU�FDVHV�IRU�UHYLHZ��?� 7KDW�DSSURDFK�LQFOXGHG�WKH�IROORZLQJ�IHDWXUHV��� 6HOHFWLRQ�RI�VDPSOH�FRXQWLHV��7KH�UHYLHZ�ZDV�FRQGXFWHG�LQ�WKH�VDPH�FRXQWLHV�WKH�-XGLFLDO�&RXQFLO�VDPSOHG�LQ�LWV������VWXG\��7KH�FRXQWLHV�UHSUHVHQWHG�D�JRRG�FURVV�VHFWLRQ�RI�VRFLRGHPRJUDSKLF�YDULDEOHV�WKDW�UHIOHFW�XQGHUO\LQJ�IDPLO\�FRQGLWLRQV�LQ�&DOLIRUQLD��7KHVH�YDULDEOHV�LQFOXGH�FRXQW\�SRSXODWLRQ��UHJLRQDO�GHQVLW\��WKDW�LV��UXUDO��XUEDQ��VXEXUEDQ���JHRJUDSKLF�ORFDWLRQ�LQ�WKH�VWDWH���UHODWLYH�ZHDOWK��IRU�H[DPSOH��PHDQ�KRXVHKROG�LQFRPH���DQG�WRWDO�QXPEHU�RI�FKLOG�VXSSRUW�FDVHV�� 6DPSOH�IUDPH��7KH�VDPSOH�IUDPH�LQFOXGHG�DOO�FKLOG�VXSSRUW�RUGHUV�ILOHG�LQ�FDOHQGDU�\HDU�������,Q�RUGHU�WR�HQVXUH�WKDW�WKH�VWXG\�UHYLHZHG�RUGHUV�HVWDEOLVKHG�E\�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�DQG�RUGHUV�HVWDEOLVKHG�SULYDWHO\��DQ�DVVXPSWLRQ�ZDV�PDGH�WKDW�WKH�UDWLR�RI�RUGHUV�PDGH�WKURXJK�GLVWULFW�DWWRUQH\¶V�RIILFHV�WR�WKRVH�PDGH�RXWVLGH�GLVWULFW�DWWRUQH\¶V�RIILFHV�ZDV�������7KLV�ZDV�WKH�UDWLR�XVHG�WR�GUDZ�WKH�FDVH�ILOH�VDPSOH�LQ������DQG��VLQFH�WKHUH�DUH�QR�GDWD�DERXW�WKH�H[LVWLQJ�UDWLR��LW�VHHPHG�UHDVRQDEOH�WR�PDNH�WKH�VDPH�DVVXPSWLRQ�IRU�WKH������VWXG\�� 6DPSOH�VL]H��$�PDMRU�SXUSRVH�RI WKH�VWXG\�ZDV�WR�HVWLPDWH�KRZ�IUHTXHQWO\�DFWXDO�FKLOG�VXSSRUW�RUGHU�DPRXQWV�GLIIHU�IURP�WKH�DPRXQWV�WKDW�ZRXOG�KDYH�EHHQ�HVWDEOLVKHG�LI�WKH�JXLGHOLQH�IRUPXOD�KDG�EHHQ�XVHG��$�VDPSOH�VL]H�RI�������RUGHUV�ZDV�VHOHFWHG�DV�DGHTXDWH�WR�PDNH�WKDW�HVWLPDWH� ?� 7KH�VDPSOH�ZDV�VWUDWLILHG�E\�FRXQW\�EDVHG�RQ�WKH�QXPEHU�RI�FKLOG�VXSSRUW�RUGHUV�HVWDEOLVKHG�E\�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�LQ�HDFK�FRXQW\��7KXV��LI�WKH�QXPEHU�RI�GLVWULFW�DWWRUQH\¶V�RIILFH�RUGHUV�HVWDEOLVKHG�LQ�/RV�$QJHOHV�LV WZLFH�WKH�QXPEHU�HVWDEOLVKHG�LQ�6DQ�'LHJR��WKHQ�IRU�HYHU\�RQH�FDVH�UHYLHZHG�LQ�6DQ�'LHJR��WZR�FDVHV�ZRXOG�EH�UHYLHZHG�LQ�/RV�$QJHOHV��7KH�VWXG\�WHDP�HVWDEOLVKHG�D�ZHLJKWLQJ�PHFKDQLVP�VR�WKDW�WKH�QXPEHU�RI�FDVHV�UHYLHZHG�LQ�HDFK�FRXQW\�UHIOHFWHG�WKH�SURSRUWLRQDO�GLVWULEXWLRQ�RI�GLVWULFW�DWWRUQH\¶V�RIILFH�RUGHUV�DFURVV�FRXQWLHV�LQ�WKH�VDPSOH�� 6DPSOLQJ�DOJRULWKP��6LQFH�WKHUH�LV�QR�H[DFW�FRXQW�RI�KRZ�PDQ\�FKLOG�VXSSRUW�RUGHUV�DUH�HVWDEOLVKHG�RU�PRGLILHG�LQ�D�VLQJOH�\HDU��WKH�FDVH�ILOH�UHYLHZ�VHOHFWHG�HYHU\�VL[WK�IDPLO\�FDVH�ILOH�IRU�UHYLHZ��,I�WKHUH�ZDV�QR�FKLOG�VXSSRUW�RUGHU��WKH�QH[W�FDVH�ZDV�VHOHFWHG�IRU�UHYLHZ��7KLV�VHOHFWLRQ�SURFHVV�FRQWLQXHG�XQWLO�WKH�VDPSOH�VL]H�IRU�HDFK�FRXQW\�ZDV�UHDFKHG�
7KH�FDVH�ILOH�UHYLHZ�FDSWXUHG�D�JUHDW�GHDO�RI�LQIRUPDWLRQ�DERXW WKH�FKLOG�VXSSRUW�RUGHU�LQ�DGGLWLRQ�WR�ZKHWKHU�WKH�RUGHU�DPRXQW�PDWFKHG�WKH�DPRXQW�WKDW�ZRXOG�KDYH�EHHQ�HVWDEOLVKHG�LI�WKH�JXLGHOLQH�IRUPXOD�KDG�EHHQ�XVHG��)RU�H[DPSOH��WKH�UHYLHZ�FDSWXUHG�WKH�UHDVRQV�MXGJHV�UHFRUGHG�IRU�GHYLDWLQJ�IURP�WKH�JXLGHOLQH�DPRXQW��WKH�LQFRPHV�RI�WKH�SDUHQWV��ZKHUH�DYDLODEOH���WKH�QXPEHU�RI�FKLOGUHQ�FRYHUHG�E\�WKH�VXSSRUW�RUGHU��WKH�SUHVHQFH�RI�DGG�RQ�VXSSRUW�IRU�VXFK�LWHPV�DV�FKLOG�FDUH�RU�PHGLFDO�H[SHQVHV��DQG�ZKHWKHU�WKH�SDUHQWV�ZHUH�UHSUHVHQWHG�E\�D�SULYDWH�DWWRUQH\�
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&DOLIRUQLD�VWDWH�ODZ�UHTXLUHV�WKH�JXLGHOLQH�UHYLHZ�WR�LQFOXGH�DQ�DQDO\VLV�RI�JXLGHOLQHV�DQG�VWXGLHV�IURP�RWKHU�VWDWHV��$Q�DQDO\VLV�RI�DOO�WKH�SURYLVLRQV�LQ�HYHU\�VWDWH¶V�JXLGHOLQH�ZDV�EH\RQG�WKH�VFRSH�RI�WKH�FXUUHQW�VWXG\��7KXV��WKLV�VWXG\�IRFXVHG�RQ�WKH�WKUHH�PDLQ�LVVXHV�RI�OHJLVODWLYH�LQWHUHVW��KRZ�RWKHU�VWDWHV�GHDO�ZLWK�ORZ�LQFRPH�REOLJRUV�DQG�DGGLWLRQDO�GHSHQGHQWV�DQG�ZKHWKHU�WKH\�XVH�QHW�RU�JURVV�LQFRPH�DV�WKH�EDVH�IURP�ZKLFK�WR�FRPSXWH�D�VXSSRUW�REOLJDWLRQ��7KH�VWXG\�ILUVW�UHYLHZHG�WKH�SURYLVLRQV�LQ�WKH�&DOLIRUQLD�JXLGHOLQH�WKDW�GHDO�ZLWK�WKHVH�LVVXHV�DQG�DQ\�UHOHYDQW�FDVH�ODZ��,W�WKHQ�H[DPLQHG�KRZ�RWKHU�VWDWHV�GHDO�ZLWK�WKH�VDPH�LVVXHV��HYHQ�LQFOXGLQJ�H[DPSOHV�WR�LOOXVWUDWH�KRZ�WKH�SURYLVLRQV�LQ�RWKHU�VWDWHV¶�JXLGHOLQHV�DUH�DSSOLHG���)LQDOO\��WKH�UHYLHZ�LQFOXGHG�D�VXPPDU\�RI�WKH�LVVXHV�WKDW�KDYH�EHHQ�RI�JUHDWHVW�FRQFHUQ�WR�RWKHU�VWDWHV�LQ�WKHLU�PRUH�UHFHQW�JXLGHOLQH�UHYLHZV�
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$1$/<6,6�2)�&+,/'�5($5,1*�&2676
(VWLPDWHV�RI�FKLOG�UHDULQJ�FRVWV�DUH�GHYHORSHG�IURP�QDWLRQDO�GDWD�RQ�FRQVXPSWLRQ�SDWWHUQV�RI�KRXVHKROGV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ��7KHVH�GDWD�DUH�FROOHFWHG�E\�WKH�%XUHDX�RI�/DERU�6WDWLVWLFV�LQ�LWV�&RQVXPHU�([SHQGLWXUH�6XUYH\��&(;���7KH�&(;�LV�DQ�H[KDXVWLYH�OLVW�RI�H[SHQGLWXUHV�E\�LWHP�DQG�E\�KRXVHKROG�VL]H�IRU�D�QDWLRQDOO\�UHSUHVHQWDWLYH�VDPSOH�RI�$PHULFDQ�IDPLOLHV��1R�VWDWH�FROOHFWV�H[SHQGLWXUH�GDWD�WKDW�DUH�DV�H[KDXVWLYH�RU�WKDW�DUH�FROOHFWHG�RQ�VXFK�D�ODUJH�VDPSOH�VL]H��$V�D�UHVXOW��WKH�&(;�LV�WKH�RQO\�DYDLODEOH�VXUYH\�VXLWHG�IRU�HVWLPDWLQJ�KRXVHKROG�VSHQGLQJ�SDWWHUQV��'LVHQWDQJOLQJ�WKH�FRQVXPSWLRQ�FRVWV�RI�FKLOGUHQ�IURP�WKRVH�RI�SDUHQWV�LQ�D�KRXVHKROG�LV�QRW�VWUDLJKWIRUZDUG�EHFDXVH�PDQ\�FRVWV�LQ�D�KRXVHKROG��IRU�H[DPSOH��KRXVLQJ��IXUQLVKLQJV��DQG�IRRG��DUH�VKDUHG�DPRQJ�DOO�WKH�KRXVHKROG�PHPEHUV��,W�LV�WKHUHIRUH�QRW�SRVVLEOH�WR�REVHUYH�GLUHFWO\�WKH�SRUWLRQ�RI�KRXVHKROG�H[SHQGLWXUHV�DWWULEXWDEOH�WR�D�FKLOG��)RU�WKLV�UHDVRQ��WKHUH�DUH�FRQWHQGLQJ�DSSURDFKHV�WR�HVWLPDWLQJ�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ��(DFK�KDV�DGYDQWDJHV�DQG�GLVDGYDQWDJHV��DQG�WKHUH�LV�QRLGHDO�DSSURDFK��6WXGLHV�IURP�WKH�HDUO\�����V�KDYH�EHHQ�UHSOLFDWHG�XVLQJ�PRUH�FXUUHQW�H[SHQGLWXUH�GDWD��WKH�HVWLPDWHV�XVLQJ�WKHVH�PRUH�FXUUHQW�GDWD�DUH�SUHVHQWHG�LQ�WKLV�UHSRUW�
6859(<�2)�*8,'(/,1(�86(56
7KH�SULPDU\�SXUSRVH�RI�WKH�JXLGHOLQH�XVHUV¶�VXUYH\�ZDV�WR�OHDUQ�VWDNHKROGHUV¶�YLHZV�DERXW�����ZKDW�WKH\�EHOLHYH�LV�ZRUNLQJ�ZHOO�DQG�QRW�VR�ZHOO�ZLWK�WKH�H[LVWLQJ�JXLGHOLQH������ZKDW�WKH\�VHH�DV�WKH�JXLGHOLQH¶V�VWUHQJWKV�DQG�ZHDNQHVVHV��DQG�����ZKDW�IHDWXUHV�RI�WKH�JXLGHOLQH�WKH\�EHOLHYH�FRXOG�EH�LPSURYHG��,Q�DGGLWLRQ�WR�FDSWXULQJ�LQIRUPDWLRQ�DERXW�WKH�WKUHH�NH\�LVVXHV�WKDW�ZHUH�WKH�PDLQ�IRFXV�RI�WKHVWXG\��WKH�VXUYH\�DVNHG�TXHVWLRQV�DERXW�D�ZLGH�UDQJH�RI�RWKHU�LVVXHV��LQFOXGLQJ�KRZ�WR�GHDO�ZLWK�KLJK�LQFRPH�FDVHV��VKDUHG�SDUHQWLQJ��DQG�³DGG�RQV´�WR�WKH�EDVLF�VXSSRUW�REOLJDWLRQ��IRU�H[DPSOH��IRU�FKLOG�FDUH�RU�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�IRU�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFW�RI�WKH�VXSSRUW�RUGHU��
7KH�VXUYH\��ZKLFK�ZDV�GHVLJQHG�MRLQWO\�E\�36,�VWDII�DQG�WKH�-XGLFLDO�&RXQFLO��ZDV�DGPLQLVWHUHG�WR�SHRSOH�ZKR�XVH�WKH JXLGHOLQH�WR�HVWDEOLVK�DQG�PRGLI\�FKLOG�VXSSRUW�RUGHUV��7KLV�LQFOXGHG�MXGJHV��IDPLO\�ODZ�IDFLOLWDWRUV��SXEOLF�DQG�SULYDWH�DWWRUQH\V�ZKR�GHDO�ZLWK�IDPLO\�ODZ�PDWWHUV��DGYRFDWHV�IRU�SDUHQWV�DQG�FKLOGUHQ��FKLOG�VXSSRUW�VSHFLDOLVWV��DQG�RWKHUV��IRU�H[DPSOH��DFDGHPLFV��ZKR�ZRUN�RQ�FKLOG�VXSSRUW�LVVXHV�DQG�ZKR�EULQJ�D�EURDG�SHUVSHFWLYH�WR�WKH�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH��7KH�VXUYH\�ZDV�QRW�GHVLJQHG�IRU�SDUHQWV�EHFDXVH�PRVW�SDUHQWV�GR�QRW�KDYH�H[SHULHQFH�XVLQJ�WKH�JXLGHOLQH�WR�HVWDEOLVK�RUGHUV�EH\RQG�WKHLU�RZQ�FDVH��1HYHUWKHOHVV��VRPH�SDUHQWV�OHDUQHG�DERXW�WKH�VXUYH\�DQG�UHVSRQGHG��7KHLU�DQVZHUV�DQG�UHFRPPHQGDWLRQV�DUH�LQFOXGHG�LQ�WKH�GLVFXVVLRQ�RI�VXUYH\�ILQGLQJV�
1R�WDUJHW�VDPSOH�VL]H�ZDV�VHW�IRU�WKH�QXPEHU�RI�UHVSRQGHQWV��5DWKHU��WKH�VXUYH\�DQG�WKH�VXUYH\�DGPLQLVWUDWLRQ�SURFHGXUHV�ZHUH�GHVLJQHG�WR�FDSWXUH�LQSXW�IURP�DV�PDQ\�JXLGHOLQH�XVHUV�DV�ZDQWHG�WR�VXEPLW�UHVSRQVHV��7KH�VXUYH\V�ZHUH�VHOI�DGPLQLVWHUHG��5HVSRQGHQWV�KDG�WKH�RSWLRQ�RI�UHWXUQLQJ�D�KDUG�FRS\�VXUYH\�LQVWUXPHQW�RU�XVLQJ�WKH�:HE�EDVHG�VXUYH\�WR�UHFRUG�WKHLU�DQVZHUV�DQG�RSLQLRQV��$ERXW�KDOI�RI�WKH�WRWDO�UHVSRQGHQWV�XVHG�HDFK�DSSURDFK�
)2&86�*52836�2)�3$5(176
2EYLRXVO\��SDUHQWV�SOD\�DQ�LPSRUWDQW�UROH�LQ�DQ\�UHYLHZ�RI�WKH�FKLOG�VXSSRUW�JXLGHOLQH�EHFDXVH�WKH\�DUH�GLUHFWO\�DIIHFWHG�E\�KRZ�WKH�JXLGHOLQH LV�DSSOLHG�E\�WKH�FRXUW�WR�FDOFXODWH�D�FKLOG�VXSSRUW�RUGHU�LQ�WKHLU�FDVH�V���7KXV��WKH�36,�VWXG\�WHDP�PDGH�D�VSHFLDO�HIIRUW�WR�FDSWXUH�SDUHQWV¶�WKRXJKWV�DERXW�WKH�JXLGHOLQH��HVSHFLDOO\�LQ�KRZ�WKH�JXLGHOLQH¶V�SURYLVLRQV�DUH�DSSOLHG�DQG�ZKDW�LPSDFW�WKDW�DSSOLFDWLRQ�KDV�KDG�RQ WKHLU�SDUWLFXODU�VLWXDWLRQV��7KH�DSSURDFK�WKH�VWXG\�XVHG�WR�JDWKHU�GDWD�DOVR�DVNHG�SDUHQWV�ZKDW�UHFRPPHQGDWLRQV�WKH\�KDG�IRU�FKDQJLQJ�WKH�JXLGHOLQH�WKDW�ZRXOG�PDNH�LW�HDVLHU�WR�XVH��EH�PRUH�HTXLWDEOH�LQ�LWV�RXWFRPHV��DQG�\LHOG�VXSSRUW�RUGHUV�WKDW�ZHUH�LQ�WKH�EHVW�LQWHUHVW�RI�WKH�FKLOGUHQ�
,Q�RUGHU�WR�FDSWXUH�WKLV�LQIRUPDWLRQ��WKH�36,�VWXG\�WHDP�FRQGXFWHG�VHYHUDO�IRFXV�JURXSV�LQ�6DQ�'LHJR�DQG�WKH�6DQ�)UDQFLVFR�%D\�$UHD�DQG�FRQGXFWHG�LQWHUYLHZV�ZLWK�SDUHQWV�HLWKHU�LQ�SHUVRQ�RU�E\�WHOHSKRQH��7KH�TXDOLWDWLYH�LQIRUPDWLRQ�IURP�WKLV�HIIRUW�ZDV�PHDQW�WR�VXSSOHPHQW�WKH�PRUH�TXDQWLWDWLYH�LQIRUPDWLRQ�FDSWXUHG�IURP�WKH�VXUYH\�RI�JXLGHOLQH�XVHUV�
25*$1,=$7,21�2)�7+,6�5(3257
,Q�DGGLWLRQ�WR�WKLV�,QWURGXFWLRQ��WKHUH�DUH�VHYHQ�FKDSWHUV�LQ�WKH�UHSRUW��&KDSWHU�7ZR�SURYLGHV�D�EULHI�RYHUYLHZ�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�DQG�VRPH�RI�LWV�EDVLF�SURYLVLRQV��,Q�SDUWLFXODU��WKH�FKDSWHU�H[DPLQHV�WKH�SURYLVLRQV�IRU�WKH�WKUHH�LVVXHV�RI�SULPDU\�IRFXV�LQ�WKLV�VWXG\��WKH�DGMXVWPHQWV�IRU�ORZ�LQFRPH�REOLJRUV DQG�IRU�SDUHQWV�ZLWK�DGGLWLRQDO�GHSHQGHQWV�DQG�WKH�LQFRPH�EDVH�XVHG�WR�FDOFXODWH�VXSSRUW�
&KDSWHU�7KUHH�SUHVHQWV�ILQGLQJV�IURP�WKH�UHYLHZ�RI�FDVH�ILOHV��7KH�SXUSRVH�RI�WKLV�UHYLHZ�ZDV�WR�XQGHUVWDQG�EHWWHU�KRZ�WKH�JXLGHOLQH�LV�DSSOLHG�E\�MXGLFLDO�RIILFHUV DURXQG�WKH�VWDWH�DQG�WR�LGHQWLI\�UHDVRQV�WKRVH�RIILFHUV�PD\�KDYH�HQWHUHG�D�GLIIHUHQW�VXSSRUW�RUGHU�DPRXQW�WKDQ�ZRXOG�KDYH�EHHQ�FDOFXODWHG�XVLQJ�WKH�JXLGHOLQH��7KH�FKDSWHU�SUHVHQWV�VWDWLVWLFV�RQ�KRZ�IUHTXHQWO\�FKLOG�VXSSRUW�RUGHUV�GHYLDWH�IURP�WKH�JXLGHOLQH�DPRXQW�DQG�WKH�UHDVRQV�IRU�WKRVH�GHYLDWLRQV��DV�ZHOO�DV�KRZ�IUHTXHQWO\�DGMXVWPHQWV�DUH�PDGH�IRU�VXFK�IDFWRUV�DV�DGGLWLRQDO�GHSHQGHQWV��WKH�ORZ�LQFRPH�RI�WKH�REOLJRU�SDUHQW��FKLOG�FDUH��DQG�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�
&KDSWHU�)RXU�FRPSDUHV�&DOLIRUQLD¶V�JXLGHOLQH�WR�WKH�JXLGHOLQHV�XVHG�LQ�RWKHU�VWDWHV��,Q�SDUWLFXODU��WKH�FKDSWHU�H[DPLQHV�WKH�LVVXHV�RI�����ORZ�LQFRPH�DQG�KRZ�RWKHU�VWDWHV�HVWDEOLVK�FKLOG�VXSSRUW�RUGHUV�IRU�REOLJRUV�ZLWK�ORZ�LQFRPH������ZKDW�RWKHU�VWDWHV�XVH�DV�WKHLU�EDVH�IRU�FRPSXWLQJ�D�VXSSRUW�REOLJDWLRQ��DQG�����KRZ�RWKHU�VWDWHV¶�JXLGHOLQHV�GHDO�ZLWK�DGGLWLRQDO�GHSHQGHQWV�
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&KDSWHU�)LYH�SUHVHQWV�HVWLPDWHV�RQ�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ�XVLQJ�WKH�PRVW�UHFHQW�HFRQRPLF�HYLGHQFH�DERXW�WKRVH�FRVWV��7KHVH�ILQGLQJV��ZKLFK�EXLOG�RQ�SUHYLRXV�UHVHDUFK�FRQGXFWHG�E\�'U��'DYLG�%HWVRQ��XVH�WKH�PRVW�FXUUHQW�HFRQRPLF�GDWD�IURP�WKH�&RQVXPHU�([SHQGLWXUH�6XUYH\�DGPLQLVWHUHG�E\�WKH�%XUHDX�RI�/DERU�6WDWLVWLFV��7KH�FKLOG�UHDULQJ�FRVW�HVWLPDWHV�DUH�VKRZQ�DV�D�SURSRUWLRQ�RI�WRWDO�KRXVHKROG�H[SHQGLWXUHV�LQ�LQWDFW�IDPLOLHV��7KH�FKDSWHU�GLVFXVVHV�WKH�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�WKUHH�DOWHUQDWLYH�DSSURDFKHV�WR�HVWLPDWLRQ�DQG�SUHVHQWV�FKLOGUHDULQJ�FRVW�HVWLPDWHV�IRU�HDFK�DSSURDFK�
&KDSWHUV�6L[�DQG�6HYHQ�SUHVHQW�WKH�ILQGLQJV�IURP�D�VXUYH\�RI�JXLGHOLQH�XVHUV�DQG�GLVFXVVLRQV�ZLWK�SDUHQWV��UHVSHFWLYHO\��7RJHWKHU��WKH�FKDSWHUV�����GLVFXVV�VRPH�RI�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�JXLGHOLQH������H[DPLQH�VRPH�RI�WKH�SUREOHPV�XVHUV�DQG�SDUHQWV�UHSRUW�KDYLQJ�ZLWK�WKH�JXLGHOLQH�DV�D�WRRO�IRU�HVWDEOLVKLQJ�VXSSRUW�REOLJDWLRQV��DQG�����RIIHU�LGHDV�IRU�LPSURYHPHQWV�WR�PDNH�WKH�JXLGHOLQH�PRUH�XVHIXO��&KDSWHU�(LJKW��WKH�ILQDO�FKDSWHU��SUHVHQWV�WKH�UHFRPPHQGDWLRQV�RI�WKH�36,�VWXG\�WHDP�IRU�FKDQJLQJ�SURYLVLRQV�LQ�WKH�JXLGHOLQH�WKDW�GHDO�ZLWK�����ORZ�LQFRPH������QHW�GLVSRVDEOH�LQFRPH�DV�D�EDVH�IRU�FDOFXODWLQJ�D�VXSSRUW�REOLJDWLRQ�DPRXQW��DQG����DGGLWLRQDO�GHSHQGHQWV�
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&+$37(5��
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7KH�GLVFXVVLRQ�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�LQ�WKLV�UHSRUW�SUHVXPHV�VRPH�XQGHUVWDQGLQJ�RI�SURYLVLRQV�LQ�WKH�JXLGHOLQH��7KHVH�SURYLVLRQV�DUH�GHVFULEHG�DW�OHQJWK�LQ�SDVW�OHJLVODWLRQ��)DP��&RGH��$UWLFOH�����������±������DQG�VHYHUDO�UHSRUWV��
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+1� �WKH�QHW�LQFRPH�RI�WKH�KLJKHU�HDUQHU�RI�WKH�SDUHQWV�
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7KLV�FDVH�ILOH�UHYLHZ�WDUJHWHG�WKH�VDPH����FRXQWLHV�IRU�VDPSOLQJ�WKDW�ZHUH�VXEMHFW�WR�WKH������UHYLHZ��7KRVH�FRXQWLHV�ZHUH�VHOHFWHG�EHFDXVH�WKH\�UHSUHVHQW�D�FURVV�VHFWLRQ�RI�VRFLRGHPRJUDSKLF�IDFWRUV�WKDW�UHIOHFW�XQGHUO\LQJ�IDPLO\�FRQGLWLRQV�LQ�&DOLIRUQLD�7KHVH�IDFWRUV�LQFOXGHG�WKH�FRXQW\¶V�SRSXODWLRQ��UHJLRQDO�GHQVLW\��XUEDQ��VXEXUEDQ��RU�UXUDO���JHRJUDSKLF�ORFDWLRQ��UHODWLYH�ZHDOWK��DQG�WRWDO�QXPEHU�RI�FKLOG�VXSSRUW�FDVHV��)XWXUH�UHYLHZV�VKRXOG�UHYLVLW�WKH�FRXQW\�VHOHFWLRQ EDVHG�RQ�PRUH�UHFHQW�LQIRUPDWLRQ�IURP�WKH������FHQVXV�GDWD��IRU�H[DPSOH��SRSXODWLRQ��KRXVHKROG�LQFRPHV��DQG�FKLOG�VXSSRUW�HQIRUFHPHQW�GDWD��WKDW�LV��WRWDO�FDVHORDG��SHUFHQW�RI�FDVHV�XQGHU�RUGHU��IURP�WKH�VWDWH¶V�DXWRPDWHG�V\VWHP��7KH�GDWD�ZHUH�QRW�DYDLODEOH�IRU�WKH�FXUUHQW�VWXG\�EXW�ZLOO�EH�DYDLODEOH�E\�WKH�WLPH�RI�WKH�QH[W�TXDGUHQQLDO�UHYLHZ�
7KH�ODVW�FDVH�ILOH�UHYLHZ�WDUJHWHG�D�UDQGRP�VDPSOH�RI�RYHU�������RUGHUV�DQG�REWDLQHG�FRPSOHWH�ILOH�LQIRUPDWLRQ�IURP�������RUGHUV��)RU�WKLV�VWXG\��D�UDQGRP�VDPSOH�RI ������FDVHV�ZDV�WDUJHWHG²RQH�WKLUG�WKH�VDPSOH�RI�WKH�HDUOLHU�VWXG\²ZKLFK�LV�PRUH�WKDQ�DGHTXDWH�WR�GHWHFW�VLJQLILFDQW�GLIIHUHQFHV�EHWZHHQ�WKH�ILQGLQJV�RI�WKH�WZR�FDVH�ILOH�UHYLHZV��6XIILFLHQW�LQIRUPDWLRQ�ZDV�REWDLQHG�IURP�����RUGHUV�IRU�WKH�FXUUHQW�VDPSOH�
,Q�([KLELW�������S�����WKH�QXPEHU�RI�RUGHUV�H[DPLQHG�IRU�ERWK�UHYLHZV�E\�FRXQW\�LV�GLVSOD\HG��)RU�PRVW�FRXQWLHV��WKH�FXUUHQW�VWXG\�VDPSOH�LV�DERXW�RQH�WKLUG�WKDW�RI�WKH�ODVW�VDPSOH��?�([KLELW����),1',1*6�)520�7+(�&$6(�),/(�5(9,(:
'HYLDWLRQV
([KLELW�������S����VKRZV�WKDW�D�GHYLDWLRQ�LV�QRWHG�LQ�����SHUFHQW�RI�WKH�UHYLHZHG�FDVHV��7KH�FRPSDUDEOH�SURSRUWLRQ�LQ�WKH�ODVW�UHYLHZ�LV�����SHUFHQW��$PRQJ�WKH�UHPDLQLQJ������SHUFHQW�RI�WKH�UHYLHZHG�FDVHV��WKH�RUGHU�DPRXQW�LV�HTXLYDOHQW�WR�WKH�JXLGHOLQH�DPRXQW�RU�WKH�JXLGHOLQH�DPRXQW�LV�XQVWDWHG��,W�LV�SUHVXPHG�WKDW�LI�WKH�JXLGHOLQH�DPRXQW�LV�XQVWDWHG��LW�LV�LQ�FRPSOLDQFH�ZLWK�)DPLO\�&RGH�VHFWLRQ������RU�WKH�FRUUHFW�FKLOG�VXSSRUW�DPRXQW�LV�RUGHUHG�DV�VHW�IRUWK�LQ�WKH�JXLGHOLQH��SXUVXDQW�WR�)DPLO\�&RGH�VHFWLRQ������
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$�QDWLRQDO�VWXG\�H[DPLQLQJ�FDVH�ILOHV�LQ����VWDWHV�FRQGXFWHG�LQ������IRXQG�WKDW�FKLOG�VXSSRUW�JXLGHOLQHV�ZHUH�GHYLDWHG�IURP�LQ����SHUFHQW�RI�WKH�RUGHUV��?� $�VLPLODU�FDVH�ILOH�UHYLHZ�UHFHQWO\�FRQGXFWHG�LQ�$UL]RQD�IRU�LWV�TXDGUHQQLDO�UHYLHZ�IRXQG�D�GHYLDWLRQ�UDWH�RI����SHUFHQW� ?�� 2WKHU�UHFHQW�VWXGLHV�LQ�,RZD�DQG�&RORUDGR�LQGLFDWHG�ORZHU�UDWHV��EXW�WKH�UHYLHZV�LQ�WKRVH�VWDWHV�ZHUH�OLPLWHG�WR�,9�'�FDVHV�DQG�WR�ZKDW�ZDV�UHSRUWHG�RQ�DXWRPDWHG�V\VWHPV��7KH�GHYLDWLRQ�UDWH�LQ�&RORUDGR�LV���SHUFHQW��?�� 7KH�GHYLDWLRQ�UDWH�LQ�,RZD�LV�����SHUFHQW��?��
,Q�&DOLIRUQLD��WKH�GHYLDWLRQ�UDWH�ZDV�IRXQG�WR�YDU\�EHWZHHQ�'$�RUGHUV�DQG�QRQ�'$�RUGHUV��$V�VKRZQ�LQ�([KLELW����� �S�����WKH�GHYLDWLRQ�UDWH�DPRQJ�'$�RUGHUV�LV�����SHUFHQW��ZKHUHDV�WKH�GHYLDWLRQ�UDWH�LV����SHUFHQW�DPRQJ�QRQ�'$�RUGHUV��7KH�FXUUHQW�GHYLDWLRQ�UDWH�IRU�'$�RUGHUV������SHUFHQW��LV�FRQVLGHUDEO\�KLJKHU�WKDQ�WKH�FRPSDUDEOH�UDWH�IURP�WKH������VWXG\������SHUFHQW���&RQYHUVHO\��WKH�FXUUHQW�GHYLDWLRQ�UDWH�IRU�QRQ� '$�RUGHUV�����SHUFHQW��LV�VRPHZKDW�ORZHU�WKDQ WKH�FRPSDUDEOH�SUHYLRXV�UDWH�������SHUFHQW��
([KLELW����� �S��� VKRZV�UHDVRQV�IRU�GHYLDWLRQ��2YHU�KDOI�������SHUFHQW��RI�WKH�RUGHUV�ZLWK�GHYLDWLRQV�LQYROYH�D�VWLSXODWLRQ��)DPLO\�&RGH�VHFWLRQ������VSHFLILHV�WKDW�D GHYLDWLRQ�LV�SHUPLVVLEOH�LI�RQH�RU�PRUH�RI�WKH�IROORZLQJ�IDFWRUV�H[LVWV�� 7KH�SDUWLHV�KDYH�VWLSXODWHG�WR�D�GLIIHUHQW�DPRXQW�� 7KH�VDOH�RI�WKH�IDPLO\�UHVLGHQFH�LV�GHIHUUHG��DQG�WKH�UHQWDO�YDOXH�RI�WKH�UHVLGHQFH�RI�WKH�FKLOGUHQ�H[FHHGV�WKH�PRUWJDJH�SD\PHQWV��KRPHRZQHU¶V�LQVXUDQFH��DQG�SURSHUW\�WD[�RI�WKH�IDPLO\�UHVLGHQFH�� 7KH�REOLJRU�KDV�H[WUDRUGLQDULO\�KLJK�LQFRPH�DQG�WKH�IRUPXOD�UHVXOWV�LQ�DPRXQWV�WKDW�H[FHHG�WKH�FKLOG¶V�QHHGV�� 2QH�RI�WKH�SDUWLHV�LV�QRW�FRQWULEXWLQJ�WR�WKH�FKLOGUHQ¶V�QHHGV�DW�D�OHYHO�FRPPHQVXUDWH�ZLWK�WKH�SDUW\¶V�VKDUHG�SDUHQWLQJ�WLPH�� $SSOLFDWLRQ�RI�WKH�IRUPXOD�ZRXOG�EH�XQMXVW�RU�LQDSSURSULDWH�GXH�WR�� 'LIIHUHQW�VKDUHG�SDUHQWLQJ�WLPH�DUUDQJHPHQWV�IRU�GLIIHUHQW�FKLOGUHQ�� $OPRVW�HTXDO�VKDUHG�SDUHQWLQJ�WLPH��EXW�RQH�SDUHQW�VSHQGV�D�GLVSURSRUWLRQDWH�VKDUH�RI�KLV�RU�KHU�LQFRPH�RQ�KRXVLQJ�UHODWLYH�WR�WKH�RWKHU�SDUHQW��RU� &KLOGUHQ¶V�PHGLFDO�RU�RWKHU�VSHFLDO�QHHGV�
$VLGH�IURP�VWLSXODWLRQ�RI�WKH�SDUWLHV��QRQH�RI�WKH�RWKHU�UHDVRQV�OLVWHG�DERYH�FRQWULEXWHV�WR�PRUH�WKDQ���SHUFHQW�RI�WKH�GHYLDWLRQV�ZKHUH�WKH�UHDVRQ�ZDV�VWDWHG��$�IDLU�QXPEHU�RI�WKH�RUGHUV�ZLWK�GHYLDWLRQV�������SHUFHQW��GR�QRW�VSHFLI\�D�UHDVRQ�
³2WKHU´�UHDVRQV��ZKLFK�DUH�JLYHQ�IRU������SHUFHQW�RI�WKH�RUGHUV�ZLWK�GHYLDWLRQV��YDU\��)RU�H[DPSOH��RQH�UHDVRQ�VWDWHV�WKDW�WKH�REOLJRU�MXVW�WXUQHG����\HDUV�RI�DJH�DQG�YHU\�UHFHQWO\�VWDUWHG�ZRUNLQJ��$QRWKHU�UHDVRQ��JLYHQ�LQ�WZR�RI�WKH�FDVHV�ZLWK�GHYLDWLRQV��LV�LQFDUFHUDWLRQ�RI�WKH�REOLJRU�
,Q������SHUFHQW�RI�WKH�FDVHV�ZKHUH�D�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�LV�QRWHG��WKH�VXSSRUW�DPRXQW�LV�UHVHUYHG�IRU�GHWHUPLQDWLRQ�DW�D�ODWHU�GDWH��+RZHYHU��QRW�DOO�UHVHUYHG�RUGHUV�DUH�FRQVLGHUHG�GHYLDWLRQV�LQ�WKH�FDVH�ILOH��,Q�DOO������UHVHUYHG�RUGHUV�DUH�LQFOXGHG�LQ�WKH�FDVH�ILOH�UHYLHZ�������SHUFHQW�RI�WKH�FDVHV�UHYLHZHG���7KLV�LV�VRPHZKDW�PRUH�WKDQ�LQ�WKH�ODVW�FDVH�ILOH�UHYLHZ�������SHUFHQW���$OWKRXJK�QRW�FDSWXUHG�RQ�WKH�GDWD�FROOHFWLRQ�IRUPV��WKH�GDWD�UHYLHZHUV�QRWHG�VHYHUDO�GLIIHUHQW�FLUFXPVWDQFHV�LQ�ZKLFK�DQ�RUGHU�LV�UHVHUYHG��$PRQJ�'$�FDVHV��PDQ\�RI�WKH�UHVHUYHG�RUGHUV�LQFOXGH�D�PHGLFDO�VXSSRUW�RUGHU��VR�WKH�DSSOLFDQW�PD\�KDYH�EHHQ�VHHNLQJ�PHGLFDO�DVVLVWDQFH�RQO\��UDWKHU�WKDQ�D�FDVK�JUDQW�WKURXJK�&DO:25.6��$PRQJ�VRPH�QRQ�'$�FDVHV��WKH�VXSSRUW�RUGHU�LV�UHVHUYHG�EXW�VSHFLILFDWLRQV�RI�VKDUHG�SDUHQWLQJ�WLPH�DUH�RUGHUHG��,Q�DGGLWLRQ��WKHUH�DUH�VRPH�XQXVXDO�FLUFXPVWDQFHV��)RU�H[DPSOH��LQ�RQH�FDVH��WKH�REOLJRU�VXIIHUV�IURP�PHQWDO�LOOQHVV�DQG�KDV�EHHQ�LQVWLWXWLRQDOL]HG�VHYHUDO�WLPHV�GXH�WR�KHU�LOOQHVV�
'LUHFWLRQ�DQG�$PRXQW�RI�WKH�'HYLDWLRQV
7KH�GLUHFWLRQ�RI�WKH�GHYLDWLRQ�FRXOG�EH�GHWHUPLQHG�LQ����SHUFHQW�RI�WKH�FDVHV��$PRQJ WKRVH�����SHUFHQW�ZHUH�GRZQZDUG�GHYLDWLRQV�DQG����SHUFHQW�ZHUH�XSZDUG�GHYLDWLRQV��7KH�DPRXQW�RI�WKH�GHYLDWLRQ�DYHUDJHG����SHUFHQW�DQG��� SHUFHQW�RI�WKH�JXLGHOLQH�DPRXQW�LQ�GRZQZDUG�DQG�XSZDUG�GHYLDWLRQV��UHVSHFWLYHO\�
$SSOLFDWLRQ�RI�3HUPLVVLEOH�$GMXVWPHQWV�:LWKLQ�WKH�*XLGHOLQH
+DUGVKLS�'HGXFWLRQV
$�GHGXFWLRQ�IURP�WKH�SDUHQW¶V�LQFRPH�IRU�ILQDQFLDO�KDUGVKLS�LV�SHUPLVVLEOH�XQGHU�WKH�JXLGHOLQH��)DP��&RGH�����������7KH�IROORZLQJ�FLUFXPVWDQFHV�HYLGHQFLQJ�KDUGVKLS�DUH�VSHFLILHG�LQ�WKH�JXLGHOLQH�� ([WUDRUGLQDU\�KHDOWK�H[SHQVHV�IRU�ZKLFK�WKH�SDUHQW�LV�ILQDQFLDOO\�UHVSRQVLEOH�DQG�XQLQVXUHG�FDWDVWURSKLF�ORVVHV��DQG� 7KH�PLQLPXP�EDVLF�OLYLQJ�H[SHQVHV�RI�HLWKHU�SDUHQW¶V�DGGLWLRQDO�GHSHQGHQWV��QDWXUDO�DQG�DGRSWHG�FKLOGUHQ��ZKR�UHVLGH�ZLWK�WKDW�SDUHQW��)DP��&RGH����������
+DUGVKLS�GHGXFWLRQV�ZHUH�QRWHG�IRU�RQO\����SDUHQWV�����IDWKHUV�DQG����PRWKHUV��7KLV�UHSUHVHQWV�RQO\�����SHUFHQW�RI�WKH�ILOHV�WKDW�ZHUH�UHYLHZHG�DQG�LV�OHVV�WKDQ�WKH�FRPSDUDEOH�SURSRUWLRQ������SHUFHQW��IURP�WKH������FDVH�ILOH�UHYLHZ��?�� 7KH�SURSRUWLRQ�HVWLPDWHG�IRU�WKLV�VWXG\�PD\�EH�XQGHUHVWLPDWHG�EHFDXVH�D�KDUGVKLS�GHGXFWLRQ�LV�RQO\�GLVFHUQLEOH�LI�D�SULQWRXW�IURP�DQ�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQ�LV�DYDLODEOH�LQ�WKH�FDVH�ILOH�RU�LI�WKH�GHGXFWLRQ�LV�VSHFLILFDOO\�QRWHG�LQ�WKH�RUGHU��1RW�DOO�ILOHV�KDYH�SULQWRXWV�RI�WKH�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQ��KRZHYHU��DQG�HYHQ�IHZHU�ILOHV�UHSRUW�WKH�UHDVRQ�IRU�WKH�KDUGVKLS�GHGXFWLRQ�LQ�WKH�RUGHU���7KH�UHDVRQ�LV�QRW�SURYLGHG�RQ�WKH�SULQWRXW��
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$GGLWLRQDO�'HSHQGHQWV�DQG�6SRXVDO�6XSSRUW
$QRWKHU�DGMXVWPHQW�LV�SHUPLVVLEOH�XQGHU�)DPLO\�&RGH�VHFWLRQ������H��IRU�DGGLWLRQDO�GHSHQGHQWV�ZKR�WKH�SDUHQW�LV�UHVSRQVLEOH�IRU�VXSSRUWLQJ�EXW�ZKR�DUH�QRW�OLYLQJ�LQ�WKDW�SDUHQW¶V�KRPH��7KH�DGMXVWPHQW�DOVR�DSSOLHV�WR�DQ\�FRXUW�RUGHUHG�VSRXVDO�VXSSRUW�WKDW�LV�SDLG��7KLV�GHGXFWLRQ�ZDV�QRWHG�IRU�����SHUFHQW�RI�WKH�IDWKHUV�DQG�OHVV�WKDQ���SHUFHQW�RI�WKH�PRWKHUV�LQ�WKH�VDPSOH�WKDW�ZDV�UHYLHZHG��)RU�UHDVRQV�LGHQWLFDO�WR�WKDW�RI�WKH�KDUGVKLS�GHGXFWLRQ��WKHVH�SURSRUWLRQV�PD\�EH�XQGHUHVWLPDWHG�EHFDXVH�WKH\�DUH�RQO\�GHWHFWDEOH�LI�D�JXLGHOLQH�SULQWRXW�LV�DWWDFKHG�WR�WKH�FDVH�ILOH�RU�WKH�GHGXFWLRQ�LV�VSHFLILFDOO\�PHQWLRQHG�LQ�WKH�RUGHU�
/RZ�,QFRPH�$GMXVWPHQW
)DPLO\�&RGH�VHFWLRQ������E�����SHUPLWV�D�ORZ�LQFRPH�DGMXVWPHQW�LI�WKH�REOLJRU¶V�QHW�LQFRPH�LV�EHORZ��������SHU�PRQWK��([FOXGLQJ�RUGHUV�ZKHUH�WKH�REOLJRU¶V�LQFRPH�LV�QRW�NQRZQ�����SHUFHQW�RI�WKH�REOLJRUV�LQ�WKH�UHYLHZHG�FDVHV�ZHUH�HOLJLEOH�IRU�WKH�DGMXVWPHQW��+RZHYHU��D�ORZ�LQFRPH�DGMXVWPHQW�ZDV�DSSOLHG�LQ�RQO\�����SHUFHQW�RI�WKRVH�FDVHV��$V�LV�WKH�VLWXDWLRQ�ZLWK�RWKHU�SHUPLVVLEOH�DGMXVWPHQWV��WKH�SURSRUWLRQ�RI�FDVHV�ZLWK�D�ORZ�LQFRPH�DGMXVWPHQW�PD\�KDYH�EHHQ�XQGHUHVWLPDWHG�EHFDXVH�LW�LV�RQO\�DSSDUHQW�LQ�WKH�FDVH�ILOH�LI�WKHUH�LV�D�SULQWRXW�RI�WKH�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQ�RU�LI�WKH�DGMXVWPHQW�LV�PHQWLRQHG�LQ�WKH�RUGHU�
$GGLWLRQDO�6XSSRUW
6XSSRUW�LQ�DGGLWLRQ�WR�WKH�DPRXQW�GHWHUPLQHG�E\�WKH�JXLGHOLQH�IRUPXOD�LV�WR�EH�DGGHG�IRU�WKH�IROORZLQJ�IDFWRUV��)DP��&RGH����������� (PSOR\PHQW�UHODWHG�FKLOG�FDUH�H[SHQVHV�� 5HDVRQDEOH�XQLQVXUHG�KHDOWK�FDUH�FRVWV�IRU�WKH�FKLOGUHQ��DQG� &RVWV�UHODWHG�WR�WKH�HGXFDWLRQDO�QHHGV�RU�RWKHU�VSHFLDO�QHHGV�RI�WKH�FKLOGUHQ�
([KLELW����� �S��� GLVSOD\V�WKH�IUHTXHQF\�RI�DGGLWLRQDO�VXSSRUW�E\�UHDVRQ�DQG�E\�ZKLFK�SDUHQW�RZHV�WKH�DGGLWLRQDO�VXSSRUW��)RU�H[DPSOH��HPSOR\PHQW�UHODWHG�FKLOG�FDUH�H[SHQVHV�DUH�RUGHUHG�WR�� %RWK�SDUHQWV�LQ�����SHUFHQW�RI�WKH�FDVHV�UHYLHZHG��HDFK�SDUHQW�LV�UHVSRQVLEOH�IRU�KDOI��� ����SHUFHQW�RI�WKH�IDWKHUV��DQG� ����SHUFHQW�RI�WKH�PRWKHUV�
,Q�VXP�������SHUFHQW�RI�WKH�UHYLHZHG�RUGHUV�FRYHU�HPSOR\PHQW�UHODWHG�FKLOG�FDUH�FRVWV��7KH�FRPSDUDEOH�SURSRUWLRQ�IURP�WKH�ODVW�UHYLHZ�LV������SHUFHQW�
,Q�([KLELW����� �S�����DGGLWLRQDO�VXSSRUW�IRU�WKH�IROORZLQJ�LV�DOVR�GLVSOD\HG�� 8QLQVXUHG�PHGLFDO�H[SHQVHV��$OPRVW�D�WKLUG�������SHUFHQW��RI�WKH�RUGHUV�FRYHU�LQVXUHG�PHGLFDO�H[SHQVHV��7KH�FRPSDUDEOH�SURSRUWLRQ�LQ�WKH�ODVW�UHYLHZ�LV������SHUFHQW�� (GXFDWLRQ�RU�VSHFLDO�QHHGV��$�VPDOO�SURSRUWLRQ������SHUFHQW��RI�WKH�RUGHUV�FRYHU�HGXFDWLRQ�DQG�VSHFLDO�QHHGV��7KHVH FDWHJRULHV�ZHUH�VHSDUDWHG�LQ�WKH�ODVW�UHYLHZ��EXW�WKH�WRWDO�ZDV�����SHUFHQW�RI�UHYLHZHG�FDVHV��ZKLFK�LV�KLJKHU�WKDQ�WKH�FXUUHQW�SURSRUWLRQ��7KH�ORZHU�DPRXQW�PD\�EH�SDUWLDOO\�H[SODLQHG�E\�WKH�LQFOXVLRQ�RI�DQ�³RWKHU´�FDWHJRU\�IRU�WKLV�UHYLHZ�� 9LVLWDWLRQ�WUDYHO�H[SHQVHV��)HZ�RUGHUV�LQ�WKLV�UHYLHZ������SHUFHQW�RI�FDVHV��RU�LQ�WKH�ODVW�UHYLHZ������SHUFHQW�RI�FDVHV��LQFOXGHG�DGMXVWPHQWV�IRU�YLVLWDWLRQ�WUDYHO�H[SHQVHV�� 2WKHU�H[SHQVHV������SHUFHQW�RI�WKH�UHYLHZHG�RUGHUV�FRYHU�RWKHU�H[SHQVHV��VXFK�DV�VSRUWV�RU�PXVLF�OHVVRQV�
0RVW�RI�WKH�DGGLWLRQDO�VXSSRUW�LV�GLYLGHG�HTXDOO\�EHWZHHQ�WKH�SDUHQWV�
*HQGHU�DQG�,QFRPH�RI�WKH�3DUHQWV�:KLFK�SDUHQW�LV�WKH�REOLJRU�LQ�&DOLIRUQLD�LV�D�IXQFWLRQ�RI�UHODWLYH�LQFRPH�EHWZHHQ�WKH�SDUHQWV�DQG�VKDUHG�SDUHQWLQJ�WLPH��7KH�&DOLIRUQLD�JXLGHOLQH�IRUPXOD�PD\�UHVXOW�LQ�WKH�SDUHQW�ZLWK�WKH�KLJKHU�LQFRPH�EHLQJ�WKH�REOLJRU�HYHQ�LI�WKDW�SDUHQW�LV�WKH�SULPDU\�FXVWRGLDQ�RI�WKH�FKLOGUHQ��&RQYHUVHO\��WKH�SDUHQW�ZLWK�WKH�ORZHU�LQFRPH�FRXOG�EH�WKH�REOLJRU�HYHQ�LI�KH�RU�VKH�KDV�D�VPDOOHU�SURSRUWLRQ�RI�VKDUHG�SDUHQWLQJ�WLPH��,Q�VKRUW��ZKR�LV�WKH�REOLJRU�XQGHU�WKH�&DOLIRUQLD�JXLGHOLQH�IRUPXOD�FDQQRW�EH�SUHGLFWHG�EDVHG�RQ�ZKLFK�SDUHQW�LV�WKH�KLJKHU�HDUQHU�DORQH��QRU�FDQ�LW�SUHGLFWHG�VROHO\�RQ�ZKLFK�SDUHQW�KDV�WKH�KLJKHU�SURSRUWLRQ�RI�VKDUHG�SDUHQWLQJ�WLPH� %RWK�IDFWRUV�PXVW�EH�FRQVLGHUHG�LQ�GHWHUPLQLQJ�ZKLFK�SDUHQW�LV�WKH�REOLJRU�
([KLELW����� �S����VKRZV�WKDW�LQ�PRVW�FDVHV�������SHUFHQW��WKH�IDWKHUV�DUH�WKH�REOLJRUV��7KH�PRWKHUV�DUH�WKH�REOLJRUV�LQ����SHUFHQW�RI�WKH��UHYLHZHG�RUGHUV��DQG�QHLWKHU�SDUHQW�LV�VSHFLILHG�DV�WKH�REOLJRU�LQ�����SHUFHQW�RI�WKH�UHYLHZHG�RUGHUV��0RVW�RI�WKH�RUGHUV�LQ�WKLV�ODVW�JURXS�DUH�UHVHUYHG�RU�VHW�DW�����<HW��WKHUH�DUH�D�IHZ�XQXVXDO�FLUFXPVWDQFHV��)RU�H[DPSOH��LQ�RQH�FDVH��WKH�SDUHQWV�VWLSXODWHG�WR�DQ�DJUHHPHQW�WKDW�HDFK�ZRXOG�WUDFN�KLV�RU�KHU�FKLOG�UHDULQJ�H[SHQGLWXUHV�VHSDUDWHO\�DQG�WKHQ�UHLPEXUVH�RQH�DQRWKHU�LI�WKH�H[SHQGLWXUHV�ZHUH�XQHTXDO�
,QFRPH
,QFRPH�LQIRUPDWLRQ�LV�DYDLODEOH�IRU������SHUFHQW�RI�WKH�REOLJRUV�DQG����SHUFHQW�RI�WKH REOLJHHV���$V�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�ODWHU��LQ�PRVW�RI�WKH�RUGHUV�ZKHUH�LQFRPH�LQIRUPDWLRQ�LV�PLVVLQJ��WKH�RUGHU�LV�GHWHUPLQHG�WKURXJK�D�VWLSXODWHG�DJUHHPHQW�RU�GHIDXOW��3DUHQWV�PD\�DJUHH�WR�DQ�RUGHU�ZLWKRXW�SURYLGLQJ�LQFRPH�LQIRUPDWLRQ�WR�WKH�FRXUW���)RU�VRPHZKDW�VPDOOHU�SURSRUWLRQV�RI�REOLJRUV�DQG�REOLJHHV�������SHUFHQW�DQG������SHUFHQW��UHVSHFWLYHO\���LQFRPH�LQIRUPDWLRQ�LV�DYDLODEOH�LQ�ERWK�JURVV�DQG�QHW�WHUPV�
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$V�HYLGHQW�LQ�([KLELW����� �S�����JURVV�PRQWKO\�LQFRPHV�DYHUDJH��������DQG��������IRU�REOLJRUV�DQG�REOLJHHV��UHVSHFWLYHO\��1HW�PRQWKO\�LQFRPHV�DYHUDJH��������DQG��������IRU�REOLJRUV�DQG�REOLJHHV��UHVSHFWLYHO\��,PSXWHG�DQG�DVVXPHG�LQFRPHV�DUH�QRW�FRQVLGHUHG�LQ�WKHVH�DYHUDJHV��([KLELW����� �S��� DOVR�GLVSOD\V�WKH�PHGLDQ�REOLJRU�PRQWKO\�LQFRPH��WKDW�LV��WKH�LQFRPH�OHYHO�DW�ZKLFK����SHUFHQW�RI�WKH�REOLJRUV�KDYH�LQFRPHV�EHORZ�WKDW�OHYHO�DQG����SHUFHQW�KDYH�LQFRPHV�DERYH�WKDW�OHYHO��0HGLDQ�DPRXQWV�DUH�DOVR�GLVSOD\HG�IRU�REOLJHHV��0HGLDQ�REOLJRU�LQFRPH�LV��������SHU�PRQWK�JURVV�DQG��������SHU�PRQWK�QHW��7KH�PHGLDQ�REOLJHH�LQFRPH�DPRXQWV�DUH��������SHU�PRQWK�JURVV�DQG��������SHU�PRQWK�QHW�
,Q�([KLELW����� �S��� WKH�SDUHQWV¶�LQFRPH�LV�H[DPLQHG�IXUWKHU��,W�RQO\�FRQVLGHUV�WKH�LQFRPH�UDQJHV�IRU�WKRVH�FDVHV�ZKHUH�LQFRPH�LQIRUPDWLRQ�LV�DYDLODEOH�IRU�ERWK�SDUHQWV��7KLV�DPRXQWV�WR�OHVV�WKDQ�D�WKLUG�RI�DOO�WKH�FDVHV�ZH�UHYLHZHG��$V�D�UHVXOW��WKH�WRWDO�FROXPQV�DQG�URZV�IRU�REOLJRU�DQG�REOLJHH�LQFRPH�UDQJHV�GR�QRW�LQFOXGH�FDVHV�ZKHUH�LQFRPH�LQIRUPDWLRQ�LV�RQO\�DYDLODEOH�IRU�RQH�SDUHQW��?��
([KLELW����� �S��� VKRZV�WKDW�ERWK�SDUHQWV�KDYH�JURVV�LQFRPHV�OHVV�WKDQ��������SHU�PRQWK�LQ�����SHUFHQW�RI�WKH�FDVHV�ZKHUH�LQFRPH�LQIRUPDWLRQ�LV�DYDLODEOH�IURP�ERWK�SDUHQWV��)RU�QHW�LQFRPHV�OHVV�WKDQ��������SHU�PRQWK��WKH�FRPSDUDEOH�SURSRUWLRQ�LV�����SHUFHQW�
,Q�JHQHUDO��D�ZLGH�UDQJH�RI�LQFRPH�GLVSDULWLHV�EHWZHHQ�WKH�SDUHQWV��SDUWLFXODUO\�IRU�JURVV�LQFRPH��LV�GLVSOD\HG�LQ�([KLELW����� �S�����7KHUH�DUH�RQO\�WKUHH�SRVVLEOH�LQFRPH�FRPELQDWLRQV�WKDW�FRPSULVH�PRUH�WKDQ����SHUFHQW�RI�WKH�FDVHV�ZKHUH�JURVV�LQFRPH�LQIRUPDWLRQ�LV�DYDLODEOH�IRU�ERWK�SDUHQWV�� �����SHUFHQW�RI�WKH�FDVHV�LQYROYH�REOLJHHV�ZLWK�JURVV�LQFRPHV�RI�������±�������SHU�PRQWK�DQG�REOLJRUV�ZLWK�JURVV�LQFRPHV�OHVV�WKDQ��������SHU�PRQWK�� �����SHUFHQW�RI�WKH�FDVHV�LQYROYH�REOLJHHV�ZLWK�JURVV�LQFRPHV�RI�������±�������SHU�PRQWK�DQG�REOLJRUV�ZLWK�JURVV�LQFRPHV�RI�������±�������SHU�PRQWK��DQG� �����SHUFHQW�RI�WKH�FDVHV�LQYROYH�REOLJHHV�ZLWK�JURVV�LQFRPHV�RI�������±�������SHU�PRQWK�DQG�REOLJRUV�ZLWK�JURVV�LQFRPHV�RI�������±�������SHU�PRQWK�
7KH�SDWWHUQ�DPRQJ�QHW�LQFRPHV�LV�VRPHZKDW�VLPLODU�ZLWK�RQH�QRWDEOH�H[FHSWLRQ��DOPRVW�D�TXDUWHU�������SHUFHQW��RI�WKH�FDVHV�ZKHUH�ERWK�SDUHQWV¶�LQFRPHV�DUH�NQRZQ�LQYROYH�FDVHV�ZKHUH�WKH�REOLJRU¶V�QHW�LQFRPH�LV�������±�������SHU�PRQWK�DQG�WKH�REOLJHH¶V�QHW�LQFRPH�LV�������±�������SHU�PRQWK�
$OWKRXJK�QRW�VKRZQ�LQ�([KLELW����� �S�����REOLJHH�JURVV�LQFRPH�DV�D�SURSRUWLRQ�RI�REOLJRU�JURVV�LQFRPH�DYHUDJHV������SHUFHQW��7KH�FRPSDUDEOH�SURSRUWLRQ�LQ�QHW�WHUPV�LV������SHUFHQW��,W�LV�OLNHO\�WKDW�WKH�KLJKHU�SURSRUWLRQ�LQ�QHW�WHUPV�UHVXOWV�IURP�WKH�GLIIHUHQWWD[�FRQVHTXHQFHV�RI�WKH�SDUHQWV�
,PSXWHG�DQG�3UHVXPHG�,QFRPH
7KH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�DOORZV�WKH�FRXUW��DW�LWV�GLVFUHWLRQ��WR�FRQVLGHU�WKH�HDUQLQJ�FDSDFLW\�RI�D�SDUHQW�LQ�OLHX�RI�WKH�SDUHQW¶V�LQFRPH��FRQVLVWHQW�ZLWK�WKH EHVW�LQWHUHVW�RI�WKH�FKLOGUHQ��)DP��&RGH���������E����+LVWRULFDOO\��FRXUWV�FRQVLGHUHG�HDUQLQJ�FDSDFLW\��LQVWHDG�RI�DFWXDO�LQFRPH��LQ�FDVHV�LQ�ZKLFK�LW�ZDV�GHPRQVWUDWHG�WKDW�WKH�REOLJRU�ZDV�GHOLEHUDWHO\�DYRLGLQJ�KLV�RU�KHU�VXSSRUW�REOLJDWLRQ�E\�UHIXVLQJ�WR JHW�D�MRE�RU�E\�GHSUHVVLQJ�KLV�RU�KHU�LQFRPH��+RZHYHU��WKH�JXLGHOLQH�VLPSO\�VWDWHV�WKDW�WKH�XVH�RI�WKH�HDUQLQJ�FDSDFLW\�VWDQGDUG�PXVW�EH�³FRQVLVWHQW�ZLWK�WKH�EHVW�LQWHUHVWV�RI�WKH�FKLOG�´�DQG�GRHV�QRW�RWKHUZLVH�VSHFLI\�RU�OLPLW�WKH�FLUFXPVWDQFHVXQGHU�ZKLFK�HDUQLQJ�FDSDFLW\�PD\�EH�XVHG��6R�ORQJ�DV�WKH�REOLJRU�KDV�D�PHDVXUDEOH�HDUQLQJ�FDSDFLW\�DQG�WKH�FXUUHQW�DELOLW\�DQG�RSSRUWXQLW\�WR�HDUQ��WKH�FRXUW�PD\�XVH�LWV�GLVFUHWLRQ�LQ�GHWHUPLQLQJ�ZKHWKHU�LQFRPH�VKRXOG�EH�LPSXWHG�WR�DQ�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQW�
,I�WKH�VXSSRUW�DPRXQW�LV�EHLQJ�HVWDEOLVKHG�E\�D�ORFDO�FKLOG�VXSSRUW�DJHQF\�XQGHU�:HOIDUH�DQG�,QVWLWXWLRQV�&RGH�VHFWLRQ���������F��DQG�WKH�REOLJRU¶V�LQFRPH�RU�LQFRPH�KLVWRU\�LV�XQNQRZQ��LQFRPH�VKDOO�EH�SUHVXPHG�WR�EH�DQ�DPRXQW�WKDW�UHVXOWV�LQ�D�FRXUW RUGHU�HTXDO�WR�WKH�PLQLPXP�EDVLF�VWDQGDUG�RI�DGHTXDWH�FDUH��)DP��&RGH����������G�������?��
$V�VKRZQ�LQ�([KLELW����� �S��� REOLJRU�LQFRPH�LV�LPSXWHG�LQ����SHUFHQW�DQG�SUHVXPHG�LQ������SHUFHQW�RI�DOO�RUGHUV�WKDW�ZHUH�H[DPLQHG��$V�FDQ�EH�GHGXFHG�IURP�([KLELW����� �S�����PRVW�LQFRPH�LPSXWDWLRQV�DQG�SUHVXPSWLRQV�DUH�PDGH�LQ�FDVHV�ZKHUH�WKH�FKLOG�VXSSRUW�RUGHU�LV�HVWDEOLVKHG�RU�PRGLILHG�E\�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH��,Q�IDFW��LQFRPH�LV�LPSXWHG�LQ������SHUFHQW�RI�DOO�'$�RUGHUV�DQG�LW�LV�SUHVXPHG�LQ������SHUFHQW�RI�DOO�'$�RUGHUV��&RPELQHG�LQFRPH�LV�LPSXWHG�RU�SUHVXPHG�LQ������SHUFHQW�RI�DOO�'$�RUGHUV���:KHQ�LQFRPH�LV�LPSXWHG�WR�WKH�REOLJRU��LW�LV�W\SLFDOO\�LPSXWHG�DW�PLQLPXP�ZDJH�
2EOLJHH�LQFRPH�LV�LPSXWHG�LQIUHTXHQWO\������SHUFHQW�RI�WKH�REOLJHHV�KDYH�LQFRPH�LPSXWHG�WR�WKHP��7KH�SURSRUWLRQ�LV�KLJKHU�DPRQJ�'$�FDVHV�������SHUFHQW��WKDQ�LW�LV�DPRQJ�QRQ�'$�FDVHV������SHUFHQW���,Q�D�IHZ�FDVHV��REOLJHH�LQFRPH LV�LPSXWHG�ZKHQ�WKH�REOLJRU�SURYLGHG�LQFRPH�LQIRUPDWLRQ�DQG�LQLWLDWHG�WKH�FKLOG�VXSSRUW�RUGHU��,Q�WKHVH�FDVHV��REOLJHH�LQFRPH�LV�LPSXWHG�DW�PLQLPXP�ZDJH��1R�RWKHU�SDWWHUQV�DV�WR�ZKHQ�REOLJHH�LQFRPH�LV�LPSXWHG�DUH�QRWHG�
+RZ�:DV�WKH�2UGHU�(VWDEOLVKHG"
&KLOG�VXSSRUW�RUGHUV�PD\�EH�PRGLILHG�RU�HVWDEOLVKHG�WKURXJK�WKUHH�PHWKRGV�� 6WLSXODWHG�DJUHHPHQW�EHWZHHQ�WKH�SDUWLHV�� $�GHIDXOW�RUGHU�PD\�EH�HQWHUHG��SURYLGHG�QRWLILFDWLRQ�RI�GXH�SURFHVV�LV�JLYHQ��RU� 7KH�RUGHU�PD\�EH�FRQWHVWHG�DQG�UHVROYHG�E\�D�FRXUW�RI�ODZ�
$V�VKRZQ�LQ�([KLELW����� �S�����DOPRVW�KDOI�������SHUFHQW��RI�WKH�RUGHUV�DUH�HQWHUHG�WKURXJK�GHIDXOW��DERXW�DQRWKHU�KDOI�������SHUFHQW��DUH�HQWHUHG�DV�VWLSXODWHG�DJUHHPHQWV��DQG�WKH�UHPDLQLQJ�����SHUFHQW�DUH�FRQWHVWHG�DQG�KHDUG�LQ�FRXUW��7KH�FRPSDUDEOH�SURSRUWLRQV�IURP�WKH�ODVW�UHYLHZ�DUH������SHUFHQW�GHIDXOW�����SHUFHQW�VWLSXODWLRQV��DQG�����SHUFHQW�FRQWHVWHG�
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$V�HYLGHQW�LQ�([KLELW����� �S�����WKH�PHWKRG�XVHG�WR�HQWHU�WKH RUGHU�YDULHV�VLJQLILFDQWO\�E\�ZKHWKHU�LW�LV�D�'$�RU�QRQ�'$�RUGHU��7KH�PDMRULW\�RI�GLVWULFW�DWWRUQH\¶V�RIILFH�RUGHUV�������SHUFHQW��DUH�HQWHUHG�WKURXJK�GHIDXOW��ZKHUHDV�WKH�PDMRULW\�RI�RUGHUV�HVWDEOLVKHG�RXWVLGH�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�������SHUFHQW��DUH�VWLSXODWLRQV��<HW��WKH�XVH�RI�GHIDXOW�RUGHUV�KDV�GHFUHDVHG�VRPHZKDW�DPRQJ�'$�RUGHUV�VLQFH�WKH�ODVW�UHYLHZ�������SHUFHQW�RI�WKH�'$�RUGHUV�DUH�GHIDXOW�RUGHUV�LQ�WKH�ODVW�UHYLHZ�FRPSDUHG�WR������SHUFHQW�LQ�WKLV�UHYLHZ���0RUH�'$�RUGHUV�DUH�FRQWHVWHG�LQ�WKLV�UHYLHZ������SHUFHQW�LQ�WKH�ODVW�UHYLHZ�FRPSDUHG�WR�����SHUFHQW�LQ�WKLV�UHYLHZ��
0RUH�QRQ�'$�RUGHUV�DUH�HQWHUHG�WKURXJK�VWLSXODWLRQ�LQ�WKLV�UHYLHZ�WKDQ�WKH�ODVW�UHYLHZ�������SHUFHQW�LQ�WKLV�UHYLHZ�FRPSDUHG�WR������SHUFHQW�LQ�WKH�ODVW�UHYLHZ���)HZHU�QRQ�'$�RUGHUV�DUH�HQWHUHG�WKURXJK�GHIDXOW�������SHUFHQW�LQ�WKLV�UHYLHZ�DQG������SHUFHQW�LQ�WKH�ODVW�UHYLHZ���,W�LV�XQFOHDU�ZKDW�WKH�H[DFW�FDXVH�RI�WKLV�FKDQJH�LV��EXW�RQH�QRWDEOH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�SHULRGV�LV�WKH�LQWURGXFWLRQ�RI�FKLOG�VXSSRUW�FRPPLVVLRQHUV�DQG�IDPLO\�ODZ�IDFLOLWDWRUV�DV�PDQGDWHG�LQ������E\�$VVHPEO\�%LOO�������6SHLHU���$�UHFHQW�HYDOXDWLRQ�RI�WKH�QHZ�FKLOG�VXSSRUW��RPPLVVLRQ�V\VWHP�IRXQG�WKDW�LW�KDV�LPSURYHG�IDPLOLHV¶�DFFHVV�WR�WKH�FKLOG�VXSSRUW�SURFHVV�DQG�KDV�UHGXFHG�FRQIOLFW�EHWZHHQ�WKH�SDUHQWV�E\�EHWWHU�HGXFDWLQJ�WKHP�RQ�WKH�FKLOG�VXSSRUW�SURFHVV��?�� ,Q�WXUQ��WKLV�PD\�KDYH�OHG�WR�PRUH�VWLSXODWHG�DJUHHPHQWV�
8VH�RI�$WWRUQH\V
7KLV�DQDO\VLV�DOVR�FDSWXUHG�LQIRUPDWLRQ�DERXW�ZKHWKHU�SDUHQWV�DUH�UHSUHVHQWHG�E\ DWWRUQH\V�LQ�WKHLU�FKLOG�VXSSRUW�LVVXHV��)RU�FODULILFDWLRQ��LW�PXVW�EH�QRWHG�WKDW�WKH�GDWD�FDSWXUH�DWWRUQH\�UHSUHVHQWDWLRQ�IRU�WKH�ILQDQFLDO�VXSSRUW�LVVXH�RQO\��QRW�IRU�RWKHU�IDPLO\�ODZ�LVVXHV�VXFK�DV�FXVWRG\��)RU�IXUWKHU�FODULILFDWLRQ��LW�DOVR�PXVW�EH�QRWHG�WKDW�GLVWULFW�DWWRUQH\V�GR�QRW�UHSUHVHQW�WKH�FXVWRGLDO�SDUHQW��RU�WKH�QRQFXVWRGLDO�SDUHQW��LQ�HVWDEOLVKLQJ�DQ�RUGHU�
([KLELW����� �S����VKRZV�WKDW�LQ�WKH�PDMRULW\�RI�FDVHV�����SHUFHQW��ERWK�SDUHQWV�DUH�XQUHSUHVHQWHG�E\�DWWRUQH\V��7KLV�LV�PRUH�WKDQ�ZKDW�ZDV�QRWHG�LQ�WKH�ODVW�UHYLHZ��ERWK�SDUHQWV�ZHUH�XQUHSUHVHQWHG�LQ������SHUFHQW�RI�WKH�SUHYLRXVO\�UHYLHZHG�FDVHV��
7KH�LQFUHDVH�LQ�WKH�SURSRUWLRQ�RI�XQUHSUHVHQWHG�SDUHQWV�LV�QRW�VXUSULVLQJ�GXH�WR�WKH�UHFHQW�LPSOHPHQWDWLRQ�RI�WKH�FKLOG�VXSSRUW�FRPPLVVLRQHU�V\VWHP��ZKLFK�LQ�SDUW�ZDV�GHVLJQHG�WR�KHOS�XQUHSUHVHQWHG�OLWLJDQWV�QDYLJDWH�WKURXJK�WKH�IDPLO\�ODZ�FRXUW�V\VWHP��7KH�SURSRUWLRQV�ZKHUH�ERWK�SDUHQWV�DUH�XQUHSUHVHQWHG�KDYH�LQFUHDVHG�IRU�ERWK�'$�DQG�QRQ�'$�RUGHUV��%RWK�SDUHQWV�DUH�XQUHSUHVHQWHG�LQ�DOPRVW�DOO�������SHUFHQW��RI�'$�RUGHUV�LQ�WKLV�UHYLHZ��WKH�FRPSDUDEOH�SURSRUWLRQ�LQ�WKH�ODVW�UHYLHZ�LV������SHUFHQW��7KH�SURSRUWLRQ�RI�QRQ�'$�FDVHV�ZKHUH�ERWK�SDUHQWV�DUH�XQUHSUHVHQWHG�KDV�LQFUHDVHG�IURP������SHUFHQW�WR������SHUFHQW�
$WWRUQH\�UHSUHVHQWDWLRQ�DSSHDUV�WR�KDYH�QR�EHDULQJ�RQ�ZKHWKHU�WKH�JXLGHOLQH�LV�IROORZHG��%RWK�SDUHQWV�DUH�XQUHSUHVHQWHG�LQ�PRVW�������SHUFHQW��RI�WKH�RUGHUV�WKDW�IROORZ�WKH�JXLGHOLQH�DV�ZHOO�DV�WKRVH�������SHUFHQW��WKDW�GLG�QRW�IROORZ�WKH�JXLGHOLQH�%RWK�SDUHQWV�DUH�UHSUHVHQWHG�LQ������SHUFHQW�RI�WKH�RUGHUV�WKDW�IROORZ�WKH�JXLGHOLQH�DQG�LQ����SHUFHQW�RI�WKH�RUGHUV�WKDW�GLG�QRW�IROORZ�2QO\�RQH�SDUHQW�LV�UHSUHVHQWHG�LQ������SHUFHQW�RI�WKH�RUGHUV�WKDW�IROORZ�WKH�JXLGHOLQH�DQG�LQ������SHUFHQW�RI�WKH RUGHUV�WKDW�GR�QRW�IROORZ�WKH�JXLGHOLQH�
1XPEHU�RI�&KLOGUHQ�
7KH�QXPEHU�RI�FKLOGUHQ�VXEMHFW�WR�WKH�FKLOG�VXSSRUW�RUGHU�LQ�WKLV�UHYLHZ�LV�YHU\�VLPLODU�WR�WKDW�RI�WKH�ODVW�UHYLHZ��)RU�H[DPSOH�������SHUFHQW�RI�WKH�FXUUHQWO\�UHYLHZHG�RUGHUV�FRQFHUQ�RQH�FKLOG��ZKHUHDV������SHUFHQW�RI�WKH�SUHYLRXVO\�UHYLHZHG�RUGHUV�FRQFHUQ�RQHFKLOG��6LPLODUO\�������SHUFHQW�RI�FXUUHQWO\�UHYLHZHG�RUGHUV�FRQFHUQ�WZR�FKLOGUHQ��ZKHUHDV������SHUFHQW�RI�WKH�SUHYLRXVO\�UHYLHZHG�RUGHUV�FRQFHUQ�WZR�FKLOGUHQ��7KH�QXPEHU�RI�FKLOGUHQ�VXEMHFW�WR�WKH�RUGHU�LQ�WKH�FXUUHQW�UHYLHZ�LV�VKRZQ�LQ�([KLELW����� �S����
$PRXQW�RI�WKH�&KLOG�6XSSRUW�2UGHU
,Q�([KLELW����� �S�����WKH�DYHUDJH�DQG�PHGLDQ�RUGHU�DPRXQWV�IRU�RQH��WZR��DQG�WKUHH�RU�PRUH�FKLOGUHQ�DUH�GLVSOD\HG��0RQWKO\�RUGHU�DPRXQWV�DYHUDJH������IRU�RQH�FKLOG�������IRU�WZR�FKLOGUHQ��DQG������IRU�WKUHH�RU�PRUH�FKLOGUHQ��0HGLDQ�RUGHU�DPRXQWV�UHSUHVHQW�WKH�SRLQW�DW�ZKLFK�KDOI�RI�WKH�RUGHUV�DUH�PRUH�DQG�KDOI�RI�WKH�RUGHUV�DUH�OHVV��)RU�RQH�FKLOG��WKH�PHGLDQ�RUGHU�GLIIHUV�OLWWOH�IURP�WKH�DYHUDJH�RUGHU�DPRXQW�
+RZHYHU��WKH�VLWXDWLRQV�DUH�QRW�VLPLODU�IRU�WZR�DQG�WKUHH�RU�PRUH�FKLOGUHQ��,Q�WKHVH�VLWXDWLRQV��PHGLDQ�RUGHU�DPRXQWV�DUH�OHVV�WKDQ�WKH�DYHUDJHV��7KLV�VXJJHVWV�WKDW�VRPH�KLJK�RUGHU�DPRXQWV�DUH�GUDJJLQJ�WKH�DYHUDJH�XS�
7KH�DPRXQWV�RI�WKH�RUGHUV�DYHUDJH������SHUFHQW�RI�REOLJRU�QHW�LQFRPH�IRU�RQH�FKLOG�������SHUFHQW�RI�REOLJRU�QHW�LQFRPH�IRU�WZR�FKLOGUHQ��DQG������SHUFHQW�RI�REOLJRU�QHW�LQFRPH�IRU�WKUHH�FKLOGUHQ�
/,0,7$7,216�2)�7+(�'$7$�$1'�$1$/<6,6
7KH�FDVH�ILOH�GDWD�FRQWDLQ�VHYHUDO�OLPLWDWLRQV��PRVW�RI�ZKLFK�ZHUH�DOVR�SUHVHQW�LQ�WKH�ODVW�UHYLHZ��7KH�PDMRU�OLPLWDWLRQ�LV�VHHPLQJO\�LQFRPSOHWH�LQIRUPDWLRQ��IRU�H[DPSOH��LQFRPH�LQIRUPDWLRQ�LV�IUHTXHQWO\�PLVVLQJ��DQG�WKH�JXLGHOLQH�DPRXQW�LV�QRW�DOZD\V�VSHFLILHG���7KH�IUHTXHQF\�ZLWK�ZKLFK�LQIRUPDWLRQ�ZDV�PLVVLQJ�LV�DOVR�SURYLGHG�LQ�$SSHQGL[�$��7R�DGG�WR�WKH�FRPSOH[LW\�RI�WKLV�SUREOHP��WKHUH�LV�QR�RQH�IRUP�UHTXLUHG�LQ�RUGHU�HVWDEOLVKPHQWV�DQG�PRGLILFDWLRQV�WKDW�FRQWDLQV�DOO�RI�WKH�LQIRUPDWLRQ�VRXJKW�IRU�WKLV�VWXG\��,Q�RWKHU�VWDWHV��VXFK�DV�9HUPRQW�DQG�$UL]RQD���DOO�RI�WKH�LQIRUPDWLRQ�ZRXOG�EH�DYDLODEOH�IURP�RQH�IRUP��WKH�JXLGHOLQH�ZRUNVKHHW�WKDW�LV�UHTXLUHG�LQ�HYHU\FDVH�ILOH��,Q�&DOLIRUQLD��KRZHYHU��WKH�JXLGHOLQH�DPRXQW�LV XVXDOO\�FDOFXODWHG�IURP�DXWRPDWHG�VRIWZDUH��$V�D�UHVXOW��LQIRUPDWLRQ�ZDV�REWDLQHG�IURP�PXOWLSOH�IRUPV��IRU�H[DPSOH��LQFRPH�VWDWHPHQWV��RUGHU��VXPPRQV��DQG�MXGJPHQWV���\HW�VRPH�IRUPV��IRU�H[DPSOH��LQFRPH�VWDWHPHQWV��ZHUH�QRW�DOZD\V�SURYLGHG�WR�WKH�FRXUWV�VR�WKH\�GLG�QRW�H[LVW�LQ�WKH�FDVH�ILOH�
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2QO\�ZULWWHQ�UHFRUGV�ZHUH�H[DPLQHG��6RPH�RI�WKH�PLVVLQJ�LQIRUPDWLRQ�PD\�EH�GXH�WR�ZULWWHQ�UHFRUGV�FRQWDLQLQJ�OHVV�LQIRUPDWLRQ�WKDQ�PD\�EH�DYDLODEOH�LQ�WKH�IXOO�FRXUW�WUDQVFULSWV��$OVR��DV�SRLQWHG�RXW�LQ�WKH�ODVW�UHYLHZ��LQIRUPDWLRQ�LV�PRUH�OLNHO\�WR�EH�PLVVLQJ�RU�LQFRPSOHWH�LQ�GHIDXOW�DQG�VWLSXODWHG�RUGHUV��'HIDXOW�RUGHUV�DUH�PRUH�OLNHO\�WR�KDYH�PLVVLQJ�LQFRPH�LQIRUPDWLRQ�EHFDXVH�WKH�REOLJRU�LV�QRW�SUHVHQW�
6WLSXODWHG�DJUHHPHQWV�DOVR�ZHUH�OHVV�OLNHO\�WR�KDYH�LQFRPH�LQIRUPDWLRQ�RU�VSHFLI\�WKH�JXLGHOLQH�DPRXQW��7KH�FDVH�ILOH�UHYLHZHUV�HQFRXQWHUHG�QXPHURXV�VWLSXODWHG�DJUHHPHQWV�ZLWK�PLVVLQJ�LQIRUPDWLRQ��LQ�VSLWH�RI�WKH�IDFW�WKDW�)DPLO\�&RGH�VHFWLRQ������D�����UHTXLUHV�WKH�FRXUW�WR�VWDWH�LQ�ZULWLQJ�RU�RQ�WKH�UHFRUG�WKH�DPRXQW�RI�VXSSRUW�WKDW�ZRXOG�KDYH�EHHQ�RUGHUHG�XQGHU�WKH�JXLGHOLQH�LI�WKH�VXSSRUW�DPRXQW�GLIIHUV�IURP�WKH�JXLGHOLQH��1HYHUWKHOHVV��WKH�ILOHV�GLG�LQFOXGH�VLJQHG�GHFODUDWLRQV�RI�WKH�SDUWLHV�LQGLFDWLQJ�FRPSOLDQFH�ZLWK�)DPLO\�&RGH�VHFWLRQ�������VKRZQ�LQ�([KLELW�������
$QRWKHU�OLPLWDWLRQ�RI�WKH�GDWD�VKDUHG�E\�WKLV�FDVH�ILOH�UHYLHZ�DQG�WKH�ODVW�UHYLHZ�FRQFHUQV�FRXQW\�VSHFLILF�GDWD��1HLWKHU�VWXG\�ZDV�GHVLJQHG�WR�GHWHFW�VWDWLVWLFDO�GLIIHUHQFHV�EHWZHHQ�FRXQWLHV��)XUWKHU��LQIRUPDWLRQ�KDG�QRW�EHHQ�UHSRUWHG�DW�WKH�FRXQW\�OHYHO�WR�HQVXUH�DQRQ\PLW\�
$�FRXSOH�RI�OLPLWDWLRQV�XQLTXH�WR�WKH�FXUUHQW�FDVH�ILOH�UHYLHZ�DOVR�H[LVW��)LUVW��WLPHVKDULQJ�DUUDQJHPHQWV�LQ�WKH�FXUUHQW�FDVH�ILOH�UHYLHZ�DSSHDU�LQDFFXUDWH��,Q�VRPH�RI�WKH�SULQWRXWV�RI�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQV��WKH�WLPH�VKDULQJ�SHUFHQWDJH�ZRXOG�DSSHDU�DV�]HUR�IRU�ERWK�SDUHQWV��HYHQ�WKRXJK�RWKHU�LQIRUPDWLRQ�LQ�WKH�FDVH�ILOH�VXJJHVWV�WKDW�RQH�SDUHQW�LV�WKH�FXVWRGLDQ��,QIRUPDWLRQ�RQ�WLPH�VKDULQJ�FRXOG�KDYH�DOVR�EHHQ�REWDLQHG�IURP�WKH�SDUHQWV¶�ILQDQFLDO�VWDWHPHQWV��EXW�WKH FDVH�UHYLHZHUV�QRWLFHG�WKDW�SDUHQWV�ZHUH�QRW�DOZD\V�LQ�DJUHHPHQW�RQ�WKH�SURSRUWLRQ�RI�WLPH�VSHQW�ZLWK�HDFK�SDUHQW��'XH�WR�WKHVH�GDWD�SUREOHPV��WLPH�VKDULQJ�DUUDQJHPHQWV�ZHUH�QRWDQDO\]HG�DV�SDUW�RI�WKLV�FDVH�ILOH�UHYLHZ�
$QRWKHU�SUREOHP�LQ�WKH�FXUUHQW�FDVH�ILOH�UHYLHZ�FRQFHUQV�WKH�DYDLODELOLW\�RI�LQFRPH�LQIRUPDWLRQ��$YDLODELOLW\�RI�LQFRPH�UDQJHV�IURP�� %RWK�JURVV�DQG�QHW�LQFRPH�EHLQJ�QRWHG�LQ�WKH�FDVH�ILOH�� (LWKHU�JURVV�RU�QHW�LQFRPH�EHLQJ�QRWHG�LQ�WKH�FDVH�ILOH��EXW�QRW�ERWK��WR� 1HLWKHU�EHLQJ�QRWHG�LQ�WKH FDVH�ILOH�
7KH�YDULDWLRQ�UHVXOWV�IURP�LQFRPH�LQIRUPDWLRQ�FRPLQJ�IURP�WKUHH�GLIIHUHQW�VRXUFHV�WKDW�PD\�RU�PD\�QRW�OLVW�ERWK�JURVV�DQG�WKH�QHW�LQFRPH�HTXLYDOHQW��,QFRPH�PD\�EH�VWDWHG�LQ�WKH�RUGHU��RQ�WKH�SULQWRXW�RI�WKH�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQ��SURYLGHG�WKDW�LW�LV�LQ�WKH�ILOH��RU�RQ�WKH�SDUHQW¶V�ILQDQFLDO�VWDWHPHQW��SURYLGHG�WKDW�LW�LV�LQ�WKH�ILOH��7R�FRPSHQVDWH�IRU�QRW�KDYLQJ�LQFRPH�LQIRUPDWLRQ�DOZD\V�DYDLODEOH�LQ�QHW�DQG�JURVV�IRUP��DQDO\VLV�RI�LQFRPH�LV�GRQH�E\�ERWK�JURVV�DQG�QHW�LQFRPH�
)LQDOO\��LW�ZDV�QRW�DOZD\V�SRVVLEOH�WR�GLVFHUQ�ZKHWKHU�D�SDUHQW�ZDV�FXUUHQWO\�RQ�&DO:25.6�RU�ZKHWKHU�WKH�SDUHQW�ZDV�D�IRUPHU�&DO:25.6�RU�$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ��$)'&��UHFLSLHQW��0RVW�RI�WKH�IRUPV�DYDLODEOH�LQ�WKH�FDVH�ILOHV�GLG�QRW�PDNH�WKLV�GLVWLQFWLRQ�
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&+$37(5��
6(/(&7('�63(&,$/�)$&7256�$1'�27+(5�67$7(6�
%$&.*5281'
,Q�WKLV�FKDSWHU��WKH�IROORZLQJ�VHOHFWHG�IDFWRUV�LQ�FKLOG�VXSSRUW�JXLGHOLQHV�DUH�GLVFXVVHG�� $GMXVWPHQWV�IRU�ORZ�LQFRPH�REOLJRUV�� $GGLWLRQDO�GHSHQGHQWV��FKLOGUHQ�IURP�SULRU�RU�VXEVHTXHQW�UHODWLRQVKLSV���DQG� 8VH�RI�QHW�LQFRPH�RYHU�JURVV�LQFRPH�
(DFK�GLVFXVVLRQ�LQFOXGHV�����DQ�RYHUYLHZ�RI�&DOLIRUQLD¶V�FXUUHQW�DSSURDFK������UHFHQW�FDVH�ODZ��LI�UHOHYDQW������D�GLVFXVVLRQ�RI�KRZ�RWKHU�VWDWHV�DGGUHVV�WKH�IDFWRU��DQG�����VRPH�RI�WKH�VSHFLILF�FKDOOHQJHV��?�� 7KLV�FKDSWHU�FRQFOXGHV�ZLWK�D�GLVFXVVLRQ�RI�VRPH�RI�WKH�PRUH�FRPPRQ�LVVXHV�IDFHG�WRGD\�LQ�WKH�TXDGUHQQLDO�UHYLHZV�RI�VWDWHV¶�FKLOG�VXSSRUW�JXLGHOLQHV��?��
75($70(17�2)�/2:�,1&20(�2%/,*256
,VVXHV�UHODWLQJ�WR�ORZ�LQFRPH�QRQUHVLGHQWLDO�SDUHQWV��LQFOXGLQJ�FKLOG�VXSSRUW�JXLGHOLQHV��KDYH�UHFHQWO\�UHFHLYHG�PRUH�IHGHUDO�DQG�VWDWH�DWWHQWLRQ��,Q�WKLV�VHFWLRQ��WKH�WRSLF�LV�ILUVW�LQWURGXFHG�E\�UHYLHZLQJ�VRPH�RI�WKH�UHFHQW�UHVHDUFK�RQ�ORZ�LQFRPH�REOLJRUV��SDUWLFXODUO\�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SROLF\�IDFWRUV�WKDW�DIIHFW�KRZ�PXFK�LV�RZHG�E\�ORZ�LQFRPH�REOLJRUV��1H[W��WKH�IDFWRUV�WKDW�DUH�DGGUHVVHG�LQ�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�DUH�LGHQWLILHG��,I�WKH\�DUH�DGGUHVVHG��KRZ�WKH\�DUH�DGGUHVVHG�LV�GHVFULEHG�DQG�DQ\�UHFHQW�FDVH�ODZ�WKDW�LV�DSSOLFDEOH�WR�WKH�LVVXH�LV�GLVFXVVHG��6SHFLILF�FRPSDULVRQV�RI�WKH�WUHDWPHQW�RI�ORZ�LQFRPH�REOLJRUV�LQ�VWDWH�FKLOG�VXSSRUW�JXLGHOLQHV�IROORZ�WKH�UHYLHZ�
5HFHQW�5HVHDUFK�RQ�/RZ�,QFRPH�2EOLJRUV
5HFHQW�UHVHDUFK�EDVHG�RQ�QDWLRQDO�GDWD�UHYHDOV�WKDW�DOPRVW�RQH�IRXUWK�RI�QRQUHVLGHQW�IDWKHUV�DUH�LPSRYHULVKHG��?�� $V�D�FRQVHTXHQFH��SRRU�IDWKHUV�GR�QRW�KDYH�WKH�DELOLW\�WR�SD\�FKLOG�VXSSRUW²RU��DV�WKHLU�DGYRFDWHV�SXW�LW��³7KH\�DUH�GHDG�EURNH��QRW�GHDGEHDW�´�$GGLWLRQDO�UHVHDUFK�FRUURERUDWHV�WKLV�ILQGLQJ�IURP�DQRWKHU�DQJOH��6SHFLILFDOO\��LW�ILQGV�WKDW���±���SHUFHQW�RI�\RXQJ�QRQUHVLGHQWLDO�IDWKHUV�QRW�SD\LQJ�VXSSRUW�DUH�LPSRYHULVKHG��?�� &RPSDUDEOH�ILJXUHV�IRU�&DOLIRUQLD�DUH�XQDYDLODEOH��EXW�D�FXUUHQW�VWXG\�LQ�SURJUHVV�FRXOG�SRVVLEO\�OHDG�WR�VRPH�&DOLIRUQLD�VSHFLILF�UHVHDUFK�UHODWLQJ�FKLOG�VXSSRUW�DUUHDUV�WR�REOLJRU�LQFRPH��7KLV�&DOLIRUQLD�'HSDUWPHQW�RI�&KLOG�6XSSRUW�6HUYLFHV�VWXG\�LV�LGHQWLI\LQJ�WKH�FXUUHQW�DPRXQW RI�XQFROOHFWHG�FKLOG�VXSSRUW�DUUHDUDJHV�VWDWHZLGH�DQG�ZLOO�HVWLPDWH�WKH�DPRXQW�WKDW�UHDOLVWLFDOO\�FDQ�EH�FROOHFWHG�
7ZR�UHSRUWV�DQDO\]LQJ�FKLOG�VXSSRUW�HVWDEOLVKPHQW�SROLFLHV�WKDW�DIIHFW�ORZ�LQFRPH�QRQUHVLGHQW�SDUHQWV�ZHUH�UHFHQWO\�UHOHDVHG�E\�WKH�)HGHUDO�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV�2IILFH�RI�,QVSHFWRU�*HQHUDO��2,*���?�� 6HYHUDO�IDFWRUV�ZHUH�H[DPLQHG�E\�WKH�2,*�LQ�WKH�HVWDEOLVKPHQW�RI�RUGHUV�WKDW�PD\�FRQWULEXWH�WR�RUGHU�DQG�DUUHDUV�DPRXQWV�WKDW�H[FHHG�D�ORZ�LQFRPH�QRQUHVLGHQWLDO�SDUHQW¶V�DELOLW\�WR�SD\��$�FRPSDULVRQ�RI�VWDWH�SROLFLHV�LV�IRXQG�LQ�LWV�ILUVW�UHSRUW��,Q�LWV�VHFRQG�UHSRUW��FDVH�GDWD�LQ����UDQGRPO\�VHOHFWHG�VWDWHV�DUH�DQDO\]HG���&DOLIRUQLD�ZDV�QRW�RQH�RI�WKH�VWDWHV��
$QRWKHU�VWXG\�IRU�WKH�VWDWH�RI�&RORUDGR�RQ�DUUHDUV�DFFXPXODWLRQ�LGHQWLILHG�DGGLWLRQDO�HVWDEOLVKPHQW�IDFWRUV�WKDW�PD\�FRQWULEXWH�WR�RUGHU�DQG�DUUHDUV�DPRXQWV�WKDW�H[FHHG�D�ORZ�LQFRPH�IDWKHU¶V�DELOLW\�WR�SD\��?��
7KH�IDFWRUV�LGHQWLILHG�LQ�WKHVH�VWXGLHV�FRQVLVW�RI�WKH IROORZLQJ�� (VWDEOLVKPHQW�RI�UHWURDFWLYH�VXSSRUW��0RVW�VWDWHV�FKDUJH�WKH�QRQUHVLGHQWLDO�SDUHQWV�IRU�SULRU�FKLOG�VXSSRUW�WKDW�ZRXOG�KDYH�RIIVHW�SD\PHQW�RI�SXEOLF�DVVLVWDQFH�KDG�D�FKLOG�VXSSRUW�RUGHU�EHHQ�LQ�SODFH�ZKHQ�WKH�FKLOGUHQ�UHFHLYHG�SXEOLF�DVVLVWDQFH�7KH�&RORUDGR�VWXG\�IRXQG�WKDW����SHUFHQW�RI�LWV�WRWDO�FKLOG�VXSSRUW�DUUHDUV�DFFXPXODWHG�IURP�WKH�HVWDEOLVKPHQW�RI�UHWURDFWLYH�VXSSRUW�� 5RXWLQH�IHHV�DQG�LQWHUHVW��7KH�ILUVW�2,*�UHSRUW�IRXQG�WKDW�PRVW�VWDWHV�FKDUJH�RQJRLQJ�IHHV�IRU�LQFRPH�ZLWKKROGLQJ�DQG�RYHU�KDOI�RI�WKH�VWDWHV�KDYH�WKH�DELOLW\�WR�DVVHVV�LQWHUHVW�� ,QFRPH�LPSXWDWLRQ��,QFRPH�PD\�EH�LPSXWHG�WR�WKH�REOLJRU�LI� 7KH�REOLJRU�GLG�QRW�SURYLGH�UHTXLUHG�LQFRPH�LQIRUPDWLRQ�� 7KH�REOLJRU�LV�XQHPSOR\HG��XQGHUHPSOR\HG��RU�YROXQWDULO\�XQHPSOR\HG��RU� $�FRPELQDWLRQ�RI�WKHVH�DQG�RWKHU�IDFWRUV�DV�GHWHUPLQHG�E\�WKH�VWDWH�

7KH�PDMRULW\�����SHUFHQW��RI�WKH����VWDWHV�WKDW�LPSXWH�LQFRPH�WR�WKH�REOLJRU�FDOFXODWH�LQFRPH�EDVHG�RQ�ZKDW�ZRXOG�EH�HDUQHG�IURP�IXOO�WLPH�HPSOR\PHQW�DW�PLQLPXP�ZDJH��7KH�2,*¶V�FDVH�ILOH�UHYLHZ�IRXQG�WKDW�RUGHUV�HVWDEOLVKHG�ZLWK�LPSXWHG�LQFRPH�ZHUH�IRXU�WLPHV�PRUH�OLNHO\�WR�KDYH�]HUR�SD\PHQWV�WKDQ�WKRVH�ZKHUH�LQFRPH�ZDV�QRW�LPSXWHG�����SHUFHQW�RI�WKH�RUGHUV�ZLWK�LPSXWHG�LQFRPHKDG�]HUR�SD\PHQWV�DQG��� SHUFHQW�RI�WKH�RUGHUV�ZKHUH�LQFRPH�ZDV�QRW�LPSXWHG�KDG�]HUR�SD\PHQWV��
� 0LQLPXP�RUGHU�DPRXQWV��$V�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�ODWHU�LQ�WKLV�VHFWLRQ��RYHU�KDOI�RI�WKH�VWDWHV¶�FKLOG�VXSSRUW�JXLGHOLQHV�DSSO\�PLQLPXP�RUGHU�DPRXQWV�LI�REOLJRU�LQFRPH�LV�EHORZ�WKH�VWDWH�VSHFLILHG�WKUHVKROG���7KH�LQFRPH�WKUHVKROG�LV�EHORZ�WKH�SRYHUW\�OHYHO�DQG�IXOO�WLPH�HDUQLQJV�DW�PLQLPXP�ZDJH�LQ�PRVW�RI�WKHVH�VWDWHV���7KH�2,*�IRXQG�WKDW�LQ����SHUFHQW�RI�WKH�FDVHV�LW�UHYLHZHG�RUGHUV�ZHUH�HVWDEOLVKHG�DW�PLQLPXP�RUGHU�DPRXQWV��ZLWK�D�PHGLDQ�DPRXQW�RI�����SHU�PRQWK���DQG����SHUFHQW�RI�WKRVH�FDVHV�KDG�]HUR�SD\PHQWV�� ,QFDUFHUDWLRQ�RI�REOLJRU��1DWLRQDOO\��DERXW�D�TXDUWHU�RI�WKH�SRRU�IDWKHUV�ZKR�GR�QRW�SD\�FKLOG�VXSSRUW�DUH�LQFDUFHUDWHG��?�� �,W�LV�XQNQRZQ�ZKHWKHU�DQ\�UHVHDUFK�H[LVWV�WKDW�SXEOLVKHV�D�&DOLIRUQLD�VSHFLILF�SHUFHQWDJH���$OWKRXJK�QRW�DGGUHVVHG�E\�WKH�2,*��LQ�WKH�&RORUDGR�VWXG\�LW�ZDV�HVWLPDWHG�WKDW�LI�RUGHUV�ZHUH�PRGLILHG�GRZQZDUG�WR�WKH�&RORUDGR�FKLOG�VXSSRUW�JXLGHOLQH¶V�PLQLPXP�RUGHU�DPRXQW������SHU�PRQWK���LWV�WRWDO�FKLOG�VXSSRUW�DUUHDUV�ZRXOG�KDYH�EHHQ�UHGXFHG�E\���SHUFHQW�
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� 'HIDXOW�RUGHUV��$�GHIDXOW�RUGHU�PD\�EH�HQWHUHG�LI�WKH�REOLJRU�GRHV�QRW�DSSHDU�IRU�WKH�KHDULQJ��$FFRUGLQJ�WR�WKH�VHFRQG�2,*�UHSRUW��GHIDXOW�RUGHUV�DUH�WKH�PRVW�IUHTXHQW�UHDVRQ�IRU�LPSXWLQJ�LQFRPH�������SHUFHQW�RI�WKH�H[DPLQHG�RUGHUV�ZLWK�LPSXWHG�LQFRPH�ZHUH�GHIDXOWV���7KH�&RORUDGR�VWXG\�IRXQG�WKDW����SHUFHQW�RI�LWV�WRWDO�FKLOG�VXSSRUW�DUUHDUV�DUH�IURP�DGPLQLVWUDWLYH�GHIDXOW�RUGHUV�
7UHDWPHQW�RI�/RZ�,QFRPH�2EOLJRUV�LQ�&DOLIRUQLD�*XLGHOLQH�DQG�&DVH�/DZ
7KH�H[LVWLQJ�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�LV�VLOHQW�RQ�VRPH�RI�WKH�IDFWRUV�FRQFHUQLQJ�ORZ�LQFRPH�REOLJRUV�OLVWHG�DERYH��EXW�DGGUHVVHV�RWKHUV��:KLOH�WKH�JXLGHOLQH��OLNH�JXLGHOLQHV�LQ�PDQ\�VWDWHV��LV�VLOHQW�RQ�UHWURDFWLYH�VXSSRUW��)DPLO\�&RGH�VHFWLRQV������DQG������OLPLW�WKH�UHWURDFWLYLW\�RI�WKH�FRPPHQFHPHQW�RI�WKH�VXSSRUW�RUGHU��7KH�JXLGHOLQH�DOVR�LV�VLOHQW�RQ�WKH�LVVXH�RI�GHWHUPLQLQJ�WKH�VXSSRUW�REOLJDWLRQ�RI�LQFDUFHUDWHG�REOLJRUV��+RZHYHU��XQGHU�&DOLIRUQLD�FDVH�ODZ��LW�LV�DQ�HUURU�WR�LPSXWH�LQFRPH�WR�DQ�LQFDUFHUDWHG�SDUHQW�EDVHG�RQ�SULRU�HPSOR\PHQW�DQG�WKH�H[SHFWDWLRQ�RI�IXWXUH��SRVWLQFDUFHUDWLRQ��HPSOR\PHQW��?�� ,PSXWHG�LQFRPH�KDV�WR�EH�EDVHG�RQ�WKH�FXUUHQW�FLUFXPVWDQFHV�RI�DQ�LQFDUFHUDWHG�SDUHQW�
)DFWRUV�DIIHFWLQJ�ORZ�LQFRPH�REOLJRUV�WKDW�DUH�DGGUHVVHG�LQ�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�LQFOXGH�� ,QFRPH�LPSXWDWLRQ��7KH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�DOORZV�WKH�FRXUW��DW�LWV�GLVFUHWLRQ��WR�FRQVLGHU�WKH�HDUQLQJ�FDSDFLW\�RI�D�SDUHQW�LQ�OLHX�RI�WKH�SDUHQW¶V�LQFRPH��FRQVLVWHQW�ZLWK�WKH�EHVW�LQWHUHVW�RI�WKH�FKLOGUHQ��)DP��&RGH���������E���� /RZ�LQFRPH�DGMXVWPHQW��,I�WKH�REOLJRU¶V�QHW�LQFRPH�LV�OHVV�WKDQ��������SHU�PRQWK��WKH�FRXUW�LV�WR�UXOH�RQ�ZKHWKHU�D�ORZ�LQFRPH�DGMXVWPHQW�VKDOO�EH�PDGH��7KH�FRXUW�H[HUFLVHV�LWV�GLVFUHWLRQ�LQ�PDNLQJ�WKLV�GHWHUPLQDWLRQ��EDVHG�RQ�WKH�IDFWV�RI�HDFK�FDVH��WKH�SULQFLSOHV�VHW�IRUWK�LQ�)DPLO\�&RGH�VHFWLRQ�������VHH�([KLELW� ���� S�����DV�ZHOO�DV�WKH�LPSDFW�RI�WKH�SRWHQWLDO�DGMXVWPHQW�RQ�WKH�QHW�LQFRPHV�RI�WKH�REOLJRU�DQG�REOLJHH��,I�WKH�FRXUW�GHWHUPLQHV�WKDW�D�ORZ�LQFRPH�DGMXVWPHQW�VKRXOG�EH�JLYHQ��³WKH�FKLOG�VXSSRUW�DPRXQW�������VKDOO�EH�UHGXFHG�E\�DQ�DPRXQW�WKDW�LV�QR�JUHDWHU�WKDQ�WKH�DPRXQW�FDOFXODWHG�E\�PXOWLSO\LQJ�WKH�FKLOG�VXSSRUW�DPRXQW�������E\�D�IUDFWLRQ��WKH�QXPHUDWRU�RI�ZKLFK�LV�������PLQXV�WKH�REOLJRU¶V�QHW�GLVSRVDEOH�LQFRPH�SHU�PRQWK��DQG�WKH�GHQRPLQDWRU�RI�ZKLFK�LV������´��)DP��&RGH���������E�������8QGHU�WKHVH�FLUFXPVWDQFHV��WKH�FRXUW�KDV�GLVFUHWLRQ�WR�DGMXVW�VXSSRUW�DW�DQ\�OHYHO�XS�WR�WKH�PD[LPXP�ORZ�LQFRPH�DGMXVWPHQW�� 'HIDXOW�RUGHUV��,Q�FDOFXODWLQJ�WKH�RUGHU�DPRXQW��WKH�DPRXQW�RI�WLPH�WKH�FKLOG�LV�SUHVXPHG�WR�EH�ZLWK�WKH�REOLJRU�LV���SHUFHQW��)DP��&RGH���������E������
$OWKRXJK�QRW�DGGUHVVHG�LQ�WKH�JXLGHOLQH��RWKHU�&DOLIRUQLD�VWDWH�FRGHV�SHUPLW�WKH�IROORZLQJ�� 3UHVXPHG�LQFRPH��3UHVXPHG�LQFRPH�LV�VRPHZKDW�VLPLODU�WR�LPSXWHG�LQFRPH��$V�GLVFXVVHG�DERYH��WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�DOORZV�LQFRPH�LPSXWDWLRQ��EXW�WKH�VWDWH�ZHOIDUH�FRGHV�VSHFLILFDOO\�DGGUHVV�WKH�VLWXDWLRQ�ZKHQ�REOLJRU�LQFRPH�LV�XQNQRZQ�DQG�WKH�RUGHU�LV�EHLQJ�HVWDEOLVKHG�E\�D�ORFDO�FKLOG�VXSSRUW�DJHQF\��:HOI��DQG�,QVW��&RGH������������F����,I�WKH�REOLJRU¶V�LQFRPH�RU�WKH�REOLJRU¶V�LQFRPH�KLVWRU\�LV�XQNQRZQ�WR�WKH�ORFDO�FKLOG�VXSSRUW�DJHQF\��LQFRPH�VKDOO�EH�SUHVXPHG�WR�EH�DQ�DPRXQW�WKDW�UHVXOWV LQ�D�FRXUW�RUGHU�HTXDO�WR�WKH�PLQLPXP�EDVLF�VWDQGDUG�RI�DGHTXDWH�FDUH��)DP��&RGH����������G�������$�VFKHGXOH�RI�VXSSRUW�RUGHU�DPRXQWV�EDVHG�RQ�SUHVXPHG�LQFRPH�DQG�UHVSHFWLYH�SUHVXPHG�RUGHU�DPRXQWV�LV�SXEOLVKHG�DQQXDOO\��)RU�H[DPSOH��LQ�ILVFDO�\HDU�����±������IRU�RQH�FKLOG�WKH�SUHVXPHG�LQFRPH�LV��������SHU�PRQWK�DQG�WKH�RUGHU�DPRXQW�LV������SHU�PRQWK�� ,QWHUHVW�RQ�FKLOG�VXSSRUW�DUUHDUV��,QWHUHVW�DFFUXHV�DW�WKH�UDWH�RI����SHUFHQW�SHU�DQQXP��&RGH�RI�&LY��3URF������������±����������)XUWKHUPRUH��)DPLO\�&RGH�VHFWLRQV�����± �����SHUPLW�D�MXGJPHQW�IRU�FKLOG��IDPLO\��RU�VSRXVDO�VXSSRUW��LQFOXGLQJ�DOO�ODZIXO�LQWHUHVW�DQG�SHQDOWLHV�FRPSXWHG�WKHUHRQ�
5HFHQW�&DVH�/DZ
,Q�&LW\�DQG�&RXQW\�RI�6DQ�)UDQFLVFR�Y��0LOOHU�����������&$�WK���������&5�G������WKH�REOLJRU¶V�PRQWKO\�GLVSRVDEOH�LQFRPH��DIWHU�SD\LQJ�UHQW�DQG�FKLOG�VXSSRUW��ZRXOG�KDYH�EHHQ�����IRU�IRRG�DQG�RWKHU�H[SHQVHV��5HIXVLQJ�WR�GHSULYH�WKH�REOLJRU�RI�WKH�³PLQLPXP�DPRXQW�RI�LQFRPH�QHFHVVDU\�WR�VXSSRUW�OLIH�´�WKH�FRXUW�HQWHUHG�D�]HUR�FKLOG�VXSSRUW�RUGHU��7KH�&RXUW�RI�$SSHDO��)LUVW�$SSHOODWH�'LVWULFW��DIILUPHG�RQDSSHDO��7KH�DSSHOODWH�FRXUW�KHOG�WKDW�JLYHQ�WKH�IDWKHU¶V�ILQDQFLDO�FLUFXPVWDQFHV��WKH�ORZHU�FRXUW�KDG�QRW�DEXVHG�LWV�GLVFUHWLRQ�LQ�UHGXFLQJ�WKH�VXSSRUW�RUGHU�WR����
7UHDWPHQW�RI�/RZ�,QFRPH�2EOLJRUV�LQ�2WKHU�6WDWHV
7KH�2,*�UHSRUW�GLVFXVVHV�PLQLPXP�RUGHU�DPRXQWV��0DQ\�VWDWHV�HVWDEOLVK�PLQLPXP�RUGHUV�IRU�REOLJRUV�ZLWKRXW�NQRZQ�LQFRPH�ZLWK�WKH�H[SHFWDWLRQ�WKDW�DOO�SDUHQWV��UHJDUGOHVV�RI�LQFRPH��VKRXOG�PDNH�VRPH�ILQDQFLDO�FRQWULEXWLRQ�WR�WKHLU�FKLOG��&OHDUO\��&DOLIRUQLD�GRHV�QRW�KDYH�D�PLQLPXP�RUGHU�DPRXQW��DV�]HUR�RU�QR�DELOLW\�RUGHUV�DUH�URXWLQHO\�LVVXHG�ZKHUH�D�SDUHQW�KDV�QR�LQFRPH��GXH�WR�LQFDUFHUDWLRQ��XQHPSOR\PHQW��GLVDELOLW\��HWF����$V�VKRZQ�LQ�([KLELW����� �S��������VWDWHV�VSHFLI\�D�PLQLPXP�RUGHU�DPRXQW�7KH�PRVW�FRPPRQ�PLQLPXP�RUGHU�DPRXQW�LV�����SHU�PRQWK��7KH�ORZHVW�PLQLPXP�RUGHU�DPRXQW�LV����SHU�ZHHN��RU�������SHU�PRQWK���DQG�WKH�KLJKHVW�PLQLPXP�RUGHU�DPRXQW�LV������SHU�PRQWK��$�IHZ�VWDWHV�VSHFLI\�D�IRUPXOD��)RXU�VWDWHV�OHDYH�WKH�PLQLPXP�RUGHU�DPRXQW�DW�WKH�GLVFUHWLRQ�RI�WKH�FRXUW��7KHUH�DUH����VWDWHV�WKDW�GR�QRW�DGGUHVV�PLQLPXP�RUGHU�DPRXQWV��EXW�LQ���RI�WKHVH�VWDWHV��GLVFUHWLRQ�LV�LPSOLFLW�EHFDXVH�WKHLU�FKLOG�VXSSRUW�VFKHGXOH�GRHV�QRW�VWDUW�DW�����$UL]RQD�LV�D�FDVH�LQ�SRLQW��LWV�VFKHGXOH�VWDUWV�DW������SHU�PRQWK��$OWKRXJK�VLOHQW�LQ�LWV�JXLGHOLQH��WKH�LQWHQW�RI�WKH�$UL]RQD�DXWKRUV�ZDV�IRU�GLVFUHWLRQ�WR�EH�H[HUFLVHG�EHORZ�WKH�ORZHVW�LQFRPH�FRQVLGHUHG�LQ�WKH�VFKHGXOH�
([KLELW����� �S����� DOVR�VKRZV�WKDW�WKH�LQFRPH�WKUHVKROGV�IRU�DSSO\LQJ�PLQLPXP�RUGHU�DPRXQWV�YDU\�DPRQJ�VWDWHV��7KH�DYHUDJH�DPRQJ�VWDWHV�XVLQJ�JURVV�LQFRPH�LV������SHU�PRQWK�DQG�UDQJHV�EHWZHHQ�����DQG�������7KH�DYHUDJH�DPRQJ�VWDWHV�XVLQJ�QHW�LQFRPH�LV������SHU�PRQWK�DQG�UDQJHV�EHWZHHQ�����DQG���������*HQHUDOO\��WKHVH�DPRXQWV�UHODWH�WR�WKH�IHGHUDO�SRYHUW\�OHYHO�DW�WKH�WLPH�WKH�VWDWH�GHYHORSHG�RU�ODVW�UHYLVHG�LWV�VFKHGXOH�RU�IRUPXOD��7KH�FXUUHQW��������IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ�LV������SHU�PRQWK��7KLV�LV�EHORZ�ZKDW�ZRXOG�EH�HDUQHG�IURP�IXOO�WLPH�HPSOR\PHQW�DW�PLQLPXP�ZDJH�������SHU�PRQWK�JURVV�RU�DSSUR[LPDWHO\������SHU�PRQWK�QHW��
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$V�HYLGHQW�LQ�([KLELWV����� �S�����DQG����� �S��� ���VWDWHV�DOVR�DSSO\�DQ�DGGLWLRQDO�DGMXVWPHQW�IRU�ORZ�LQFRPHV�DERYH�WKH�WKUHVKROG�IRU�WKH�PLQLPXP�RUGHU�DPRXQW��7KHVH�DGGLWLRQDO�DGMXVWPHQWV�WDNH�VHYHUDO�GLIIHUHQW�IRUPV�DQG�PXVW�FRQVLGHU�WKH�JXLGHOLQH¶V�PRGHO�DQG�VFKHGXOH�RU�IRUPXOD�VWUXFWXUH��0RVW�UHO\�RQ�D�³VHOI�VXSSRUW�UHVHUYH´��WKDW�LV��HQRXJK�LQFRPH�DIWHU�SD\PHQW�RI�WD[HV�DQG�FKLOG�VXSSRUW�IRU�WKH�REOLJRU�WR�PDLQWDLQ�D�VXEVLVWHQFH�VWDQGDUG�RI�OLYLQJ��7KH�DPRXQW�RI�WKH�VHOI�VXSSRUW�UHVHUYH�LV�DW�WKH�GLVFUHWLRQ�RI�WKH�VWDWH��EXW�PRVW�VWDWHV�UHODWH�LW�WR�WKH�IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ�DW�WKH�WLPH�WKH�JXLGHOLQH�ZDV�GHYHORSHG�RU�ODVW�UHYLVHG��)RU�PDQ\�VWDWHV��WKH�VHOI�VXSSRUW�UHVHUYH�LV�DOVR�HTXLYDOHQW�WR�WKH�LQFRPH�WKUHVKROG�IRU�DSSO\LQJ�WKH�PLQLPXP�VXSSRUW�RUGHU�DPRXQW��$V�GLVSOD\HG�LQ�([KLELW����� �S�����WKH�DYHUDJH�VHOIVXSSRUW�UHVHUYH�LV������SHU�PRQWK�QHW�
7KH�PRUH�FRPPRQ�PHWKRGV�IRU�DGMXVWLQJ�IRU�ORZ�LQFRPH�DUH�VXPPDUL]HG�EHORZ�� 5HGXFWLRQ�LQ�SHUFHQWDJH�DSSOLHG�WR�VXSSRUW�RUGHU��7KLV�PHWKRG LV�XVHG�PRUH�IUHTXHQWO\�LQ�VWDWHV�ZKHUH�WKH�JXLGHOLQH¶V�PRGHO�RQO\�FRQVLGHUV�WKH�REOLJRU¶V�LQFRPH�LQ�HVWDEOLVKLQJ�D�VXSSRUW�DPRXQW��,W�VLPSO\�DSSOLHV�D�VPDOOHU�SHUFHQWDJH�WR�FKLOG�VXSSRUW�DW�ORZHU�LQFRPHV��,RZD��0LQQHVRWD��DQG�0DVVDFKXVHWWV�DSSO\�WKLV�DSSURDFK�� 'LIIHUHQFH�EHWZHHQ�WKH�VHOI�VXSSRUW�UHVHUYH�DQG�REOLJRU�QHW�PRQWKO\�LQFRPH��7KLV�LV�WKH�PRVW�FRPPRQ�DSSURDFK�WDNHQ�LQ�LQFRPH�VKDUHV�VWDWHV�DQG�0HOVRQ�IRUPXOD�VWDWHV��,W�WDNHV�WKUHH�GLIIHUHQW�IRUPV�� 0HOVRQ�VWDWHV��$�VHOI�VXSSRUW�UHVHUYH�LV�VXEWUDFWHG IURP�ERWK�SDUHQWV¶�QHW�PRQWKO\�LQFRPH�EHIRUH�WKH�FKLOG�VXSSRUW�RUGHU�DPRXQW�LV�FDOFXODWHG�LQ�DOO�WKUHH�VWDWHV�XVLQJ�WKH�0HOVRQ�IRUPXOD��'HODZDUH��+DZDLL��DQG�0RQWDQD���7KH�DGMXVWHG�LQFRPH�DPRXQWV�DUH�XVHG�WR�DSSRUWLRQ�WKH�FKLOG¶V�SULPDU\�VXSSRUW�EHWZHHQ�WKH�SDUHQWV��,I�WKH�REOLJRU�KDV�LQFRPH�DIWHU�VXEWUDFWLQJ�WKH�VHOI�VXSSRUW�UHVHUYH�DQG�KLV�RU�KHU�VKDUH�RI�WKH�FKLOG¶V�SULPDU\�VXSSRUW��DQ�DGGLWLRQDO�SHUFHQWDJH�LV�DSSOLHG�WR�WKDW�UHPDLQLQJ�LQFRPH�IRU�FKLOG�VXSSRUW�� 6HOI�VXSSRUW�UHVHUYH�LQFRUSRUDWHG�LQWR�LQFRPH�VKDUHV�VFKHGXOHV��0RVW������VWDWHV�ZLWK�DQ�DGGLWLRQDO�ORZ�LQFRPH�DGMXVWPHQW�XVH�WKLV�PHWKRG��7\SLFDOO\�LQYLVLEOH�WR�WKH�XVHU��D�VHOI�VXSSRUW�UHVHUYH�LV�LQFRUSRUDWHG�LQWR�WKH�VFKHGXOH��$Q�H[DPSOH�RI�WKLV�LV�VKRZQ�LQ�([KLELW����� �S�����7KH�DPRXQWV�WKDW�DSSHDU�LQ�WKH�VFKHGXOH�DUH�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�VHOI�VXSSRUW�UHVHUYH�DQG�QHW�LQFRPHV��,Q�JURVV�LQFRPH�JXLGHOLQHV��WKH�QHW�HTXLYDOHQWV�DUH�FDOFXODWHG�EHIRUH�DUULYLQJ�DW�WKH�GLIIHUHQFHV��0RVW�VWDWHV�UHGXFH�WKH GLIIHUHQFH�E\��±���SHUFHQW�VR�WKH�REOLJRU�SD\V�RQO\���±���SHUFHQW�RI�HDFK�DGGLWLRQDO�GROODU�LQ�LQFUHDVHG�LQFRPH�WR�FKLOG�VXSSRUW�
6RPH�VWDWHV�³VKDGH´�WKH�DUHD�WKDW�WKH�VHOI�VXSSRUW�UHVHUYH�LV�DSSOLHG��,I�REOLJRU�LQFRPH�IDOOV�LQWR�WKH�VKDGHG�DUHD��WZR�FKLOG�VXSSRUW�FDOFXODWLRQV�DUH�PDGH�7KH�ILUVW�FDOFXODWHV�WKH�FKLOG�VXSSRUW�RUGHU�XVLQJ�ERWK�SDUHQWV¶�LQFRPHV��7KH�VHFRQG�FDOFXODWHV�LW�EDVHG�RQ�WKH�REOLJRU¶V�LQFRPH�RQO\�DQG�DVVXPHV�WKDW�WKH�REOLJHH�LQFRPH�LV�]HUR��7KH�ORZHU�RI�WKHVH�WZR�DPRXQWV�LV�XVHG��7KLV�DGGLWLRQDO�FDOFXODWLRQ�LV�QHFHVVDU\�EHFDXVH�LQ�VRPH�FLUFXPVWDQFHV��IRU�H[DPSOH��ZKHQ�WKH�REOLJRU�KDV�H[WUDRUGLQDULO\�ORZ�LQFRPH�DQG�WKH�REOLJHH�KDV�H[WUDRUGLQDULO\�KLJK�LQFRPH���WKH�RUGHU�DPRXQW�ZRXOG�EH�OHVV�WKDQ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�REOLJRU¶V�QHW LQFRPH�DQG�WKH�VHOI�VXSSRUW�UHVHUYH�

7KH�VHOI�VXSSRUW�UHVHUYH�LV�SKDVHG�RXW�RI�WKH�VFKHGXOH�ZKHQ�FKLOG�UHDULQJ�H[SHQGLWXUHV�DUH�OHVV�WKDQ�WKH�DGMXVWHG�GLIIHUHQFH�EHWZHHQ�REOLJRU�QHW�PRQWKO\�LQFRPH�DQG�WKH�VHOI�VXSSRUW�UHVHUYH��$OWKRXJK�WKHVH�DPRXQWV�YDU\ GHSHQGLQJ�RQ�WKH�OHYHO�RI�WKH�VHOI�VXSSRUW�UHVHUYH��WKH�DGMXVWPHQW�LV�XVXDOO\�SKDVHG�RXW�ZKHQ�PRQWKO\�JURVV�LQFRPH�UHDFKHV��������SHU�PRQWK�IRU�RQH�FKLOG�DQG��������SHU�PRQWK�IRU�WZR�FKLOGUHQ�� 6HOI�VXSSRUW�UHVHUYH�DGMXVWPHQW�PDGH�LQ�WKH�ZRUNVKHHW��$�IHZ�VWDWHV��$UL]RQD��1HZ�-HUVH\��9HUPRQW��DQG�:HVW�9LUJLQLD��FRPSDUH� 7KH�GLIIHUHQFH�EHWZHHQ�WKH�VHOI�VXSSRUW�UHVHUYH�DQG�REOLJRU�LQFRPH��DQG� 7KH�SURSRVHG�RUGHU�DPRXQW�LQFOXGLQJ�DGG�RQV�IRU�FKLOG�FDUH��WKH�FKLOG¶V�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV��DQG�RWKHU�SHUPLVVLEOH�DGG�RQV�
7KH�ORZHU�DPRXQW�EHFRPHV�WKH�RUGHU�DPRXQW��$Q�H[DPSOH�RI�WKLV�DGMXVWPHQW�LV�GLVSOD\HG�LQ�([KLELW����� �S����

$GGUHVVLQJ�/RZ�,QFRPH�LQ�6WDWHV¶�*XLGHOLQH�5HYLHZV
2QH�RI�WKH�PRVW�FRPPRQ�DQG�IUHTXHQWO\�GLVFXVVHG�LVVXHV�DPRQJ�VWDWHV�WKDW�UHFHQWO\�UHYLHZHG�WKHLU�JXLGHOLQH�FRQFHUQV�ORZ�LQFRPH�REOLJRUV��6RPH�RI�WKH�VSHFLILF�FRQFHUQV�WKDW�ZHUH�KHDUG�IURP�JXLGHOLQH�FRPPLWWHH�PHPEHUV�DUH�� &RQVLGHULQJ�WKH�REOLJRU¶V�DELOLW\�WR�SD\�� 1RW�DGGLQJ�WR�WKH�EXUJHRQLQJ�DPRXQW�RI�FKLOG�VXSSRUW�DUUHDUV�RZHG�LQ�WKH�VWDWH�� 3URYLGLQJ�DGHTXDWH�VXSSRUW�IRU�WKH�FKLOGUHQ�� 1RW�VHWWLQJ�RUGHUV�VR�KLJK�WKDW�WKH�REOLJRU�EHFRPHV�DOLHQDWHG�IURP�KLV�RU�KHU�FKLOG��DQG� 8QGHUVWDQGLQJ�WKDW�WKHUH�ZDV�QRW�HQRXJK�LQFRPH�WR�DGHTXDWHO\�VXSSRUW�WKH�IDPLO\�EHIRUH��OHW�DORQH�WR�DGHTXDWHO\�SURYLGH�IRU�WZR�KRXVHKROGV�QRZ�
,Q�VKRUW��WKH�LVVXH�LV�DQ�H[WUHPHO\�GLIILFXOW�RQH��EXW�JXLGHOLQHV�DUH�OLPLWHG�E\�WKH�LQFRPHV�RI�WKH�SDUHQWV��,I�ERWK�SDUHQWV�KDYH�LQFRPHV�EHORZ�WKH�SRYHUW\�OHYHO��LW�LV�LPSRVVLEOH�WR OHDYH�ERWK�KRXVHKROGV�ZLWK�LQFRPH�DERYH�WKH�SRYHUW\�OHYHO�DIWHU�SD\PHQW�RU�UHFHLSW�RI�FKLOG�VXSSRUW�
0RVW�VWDWHV�WKDW�KDYH�UHFHQWO\�UHYLVHG�WKHLU�VFKHGXOH�W\SLFDOO\�GHFUHDVH�WKH�DPRXQWV�IRU�ORZ�LQFRPHV�VRPHZKDW��7R�36,¶V�NQRZOHGJH��QR�VWDWH�KDV�LQFUHDVHG WKHP��DQG�QR�VWDWH�KDV�UDGLFDOO\�ORZHUHG�WKH�DPRXQWV�
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,Q�DGGLWLRQ�WR�UHTXLULQJ�VRPH�GLIILFXOW�SROLF\�GHFLVLRQV�ZKHQ�LW�FRPHV�WR�ORZ�LQFRPH�DGMXVWPHQWV��WKHUH�DUH�VRPH�WHFKQLFDO�LVVXHV�LQ�DSSO\LQJ�WKH�DGMXVWPHQW�� ,PSXWDWLRQ�RI�LQFRPH��,PSXWDWLRQ�RI�LQFRPH�PD\�SXVK�WKH�REOLJRU¶V�LQFRPH�RXWVLGH�WKH�UDQJH�RI�ZKHUH�WKH�ORZ�LQFRPH�DGMXVWPHQW�ZRXOG�EH�DSSOLHG��)RU�H[DPSOH��LQ�6RXWK�'DNRWD��LQFRPH�LV�LPSXWHG�DW�ZKDW�ZRXOG�EH�HDUQHG�ZRUNLQJ�IXOO�WLPH�DW�D�PLQLPXP�ZDJH�IRU�HLWKHU�SDUHQW�LI�LQFRPH�LQIRUPDWLRQ�LV�XQDYDLODEOH�RU�WKH�SDUHQW�LV�QRW�ZRUNLQJ��DVVXPLQJ�WKH�SDUHQW�GRHV�QRW�KDYH�GLVDELOLWLHV���$OWKRXJK�WKH�6RXWK�'DNRWD�VFKHGXOH�LQFRUSRUDWHV�D�VHOI�VXSSRUW�UHVHUYH�HTXLYDOHQW�WR�����SHUFHQW�RI�WKH�SRYHUW\�OHYHO��LPSXWDWLRQ�RI�LQFRPH�WR�ERWK�SDUHQWV�UHVXOWV�LQ�LQFRPHV�WKDW�H[FHHG�WKH�DUHD�RI�WKH�VFKHGXOH�ZKHUH�WKH�VHOI�VXSSRUW�UHVHUYH�LV�DSSOLHG��UHQGHULQJ�WKH�VHOI�VXSSRUW�UHVHUYH�LQHIIHFWLYH��$ZDUH�RI�WKLV��WKH������6RXWK�'DNRWD�*XLGHOLQHV�5HYLHZ�&RPPLVVLRQ�KDV�SURSRVHG�FKDQJHV�WR�FRUUHFW�WKLV�� 7ZR�FDOFXODWLRQV ZKHQ�VXSSRUW�LV�SURUDWHG��7ZR�FDOFXODWLRQV�PD\�EH�UHTXLUHG�EHFDXVH�WKH�SURUDWHG�VXSSRUW�RI�WKH�FKLOG�PD\�EH�OHVV�LQ�FDVHV�ZKHUH�WKH�REOLJRU�LQFRPH�LV�H[WUHPHO\�ORZ�DQG�WKH�REOLJHH�LQFRPH�LV�H[WUHPHO\�KLJK�WKDQ�LI�WKH�ORZLQFRPH�DGMXVWPHQW�ZDV�RQO\�DSSOLHG�WR�REOLJRU�LQFRPH��7R�LOOXVWUDWH�WKLV��FRQVLGHU�D�FDVH�ZKHUH�REOLJRU�LQFRPH�LV������SHU�PRQWK��REOLJHH�LQFRPH�LV��������SHU�PRQWK��DQG�WKH�EDVLF�VXSSRUW�IRU�WKH�FKLOG�LV������SHU�PRQWK��,I�WKH�FKLOG¶V�EDVLF�VXSSRUW�LV�SURUDWHG�EHWZHHQ�WKH�SDUHQWV��WKH�REOLJRU¶V�VKDUH�ZRXOG�RQO\�EH���SHUFHQW��������ZKLFK�PD\�EH�OHVV�WKDQ�WKH�ORZ�LQFRPH�DGMXVWHG�RUGHU�� ,QWHUDFWLRQ�ZLWK�RWKHU�IDFWRUV��0RUH�VWDWHV�DUH�DGGUHVVLQJ�KRZ�ORZ�LQFRPH�DGMXVWPHQWV�LQWHUDFW�ZLWK�DGMXVWPHQWV�IRU�RWKHU�IDFWRUV��VXFK�DV�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQWV�DQG�DGGLWLRQDO�GHSHQGHQWV��,Q�VRPH�VWDWHV��IRU�H[DPSOH��1HZ�-HUVH\���WKLV�DOVR�H[WHQGV�WR�WKH�ORZ�LQFRPH�RI�WKH�FXVWRGLDO�SDUHQW�KRXVHKROG��6SHFLILFDOO\��1HZ�-HUVH\�GRHV�QRW�DOORZ�D�VKDUHG�SDUHQWLQJ�DGMXVWPHQW�LI�WKH�FXVWRGLDO�SDUHQW�KRXVHKROG�LQFRPH�LV�EHORZ�����SHUFHQW�RI�WKH�SRYHUW\�OHYHO�� ,QWHUDFWLRQ�ZLWK�DGG�RQV��6HYHUDO�VWDWHV�SURYLGH�DGG�RQV�WR�WKH�EDVLF�REOLJDWLRQ�IRU�ZRUN�UHODWHG�FKLOG�FDUH��H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV��HGXFDWLRQ�H[SHQVHV��DQG�RWKHU�H[SHQVHV��7KH�TXHVWLRQ�LV�ZKHWKHU�WKH�ORZ�LQFRPH�DGMXVWPHQW�VKRXOG�EH�PDGH�EHIRUH�RU�DIWHU�WKHVH�DGG�RQV��,Q�VWDWHV�ZLWK�ERWK�D�ORZ�LQFRPH�DGMXVWPHQW�DQG�DGG�RQV��PRVW�VWDWHV�PDNH�WKH�ORZ�LQFRPH�DGMXVWPHQW�EHIRUH�WKH�DGG�RQV�DUH�DSSOLHG�
*5266�9(5686�1(7�,1&20(
7KLV�VHFWLRQ�EHJLQV�ZLWK D�EDVLF�FRPSDULVRQ�RI�DUJXPHQWV�IRU�DQG�DJDLQVW�WKH�XVH�RI�JURVV�DQG�QHW�LQFRPH�LQ�FKLOG�VXSSRUW�JXLGHOLQHV��:KDW�RWKHU�VWDWHV�GR�DQG�ZKDW�UHFHQW�FKDOOHQJHV�WKH\�KDYH�IDFHG�UHJDUGLQJ�WKH�WUHDWPHQW�RI�LQFRPH�LQ�JXLGHOLQHV�DUH�WKHQ�GLVFXVVHG��,VVXHV�VSHFLILF�WR�&DOLIRUQLD�DUH�DGGUHVVHG�ODVW��
8VH�RI�,QFRPH�LQ�2WKHU�6WDWHV
6WDWHV�KDYH�JUDSSOHG�ZLWK�ZKHWKHU�WR�EDVH�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV�RQ�JURVV�RU�QHW�LQFRPH�VLQFH�JXLGHOLQHV�ZHUH�ILUVW�GHYHORSHG��7KH�IDFW�WKDW�PRVW�FKLOG�UHDULQJ�H[SHQGLWXUHV�DUH�PDGH�IURP�VSHQGDEOH��DIWHU�WD[��LQFRPH�SURYLGHV�DQ�DUJXPHQW�IDYRULQJ�WKH�XVH�RI�QHW�LQFRPH��1HW�LQFRPH�DOVR�H[FOXGHV�PDQGDWRU\�GHGXFWLRQV�VXFK�DV�UHWLUHPHQW�RU�XQLRQ�GXHV��?�� $�IDFWRU�LPSRUWDQW�WR�PDQ\�VWDWHV�WKDW�FRQVLGHU�ERWK�SDUHQWV¶�LQFRPHV�LQ�FDOFXODWLQJ�VXSSRUW�REOLJDWLRQV�LV�WKDW�QHW�LQFRPH�DFFRXQWV�IRU�WKH�GLIIHUHQFHV�LQ�WD[�FRQVHTXHQFHV�GXH�WR�RQH�SDUHQW�FODLPLQJ�WKH�FKLOGUHQ�DQG�WKH�RWKHU�SDUHQW�QRW�FODLPLQJ�WKHP��?��
7KH�VLPSOLFLW\�RI�DSSO\LQJ�JURVV�LQFRPH��ZKLFK�GRHV�QRW�UHTXLUH�NQRZOHGJH�RI�WKH�WD[�FRQVHTXHQFHV�RI�WKH�SDUHQW�V���SURYLGHV�D�VWURQJ�DUJXPHQW�IDYRULQJ�WKH�XVH�RI�JURVV�LQFRPH��$QRWKHU�EHQHILW�RI�XVLQJ�JURVV�LQFRPH�LQYROYHV�HTXLW\�LVVXHV��2UGHU�DPRXQWV�EDVHG�RQ�D�JURVV�LQFRPH�VFKHGXOH�DUH�XQDIIHFWHG�E\�D�FKDQJH�LQ�WKH�WD[�FRQVHTXHQFHV�RI�WKH�REOLJRU��DQG�WKH�REOLJHH�LQ�JXLGHOLQHV�ZKHUH�ERWK�SDUHQWV¶�LQFRPHV�DUH�FRQVLGHUHG���7KXV��IRU�H[DPSOH��WZR�REOLJRUV�ZLWK�LGHQWLFDO�FLUFXPVWDQFHV�H[FHSW�WKDW�RQH�LV�UHPDUULHG�DQG�RQH�LV�QRW�ZRXOG�EH�WUHDWHG�WKH�VDPH�XVLQJ�JURVV�LQFRPH��+RZHYHU��LI�QHW�LQFRPHV�ZHUH�XVHG��WKHLU�WD[�FRQVHTXHQFHV�ZRXOG�GLIIHU��LQ�WXUQ��WKLV�ZRXOG�FDXVH�GLIIHUHQFHV�LQ�WKHLU�FKLOG�VXSSRUW�RUGHU�DPRXQWV�
([KLELW����� �S��� LQGLFDWHV�ZKLFK�VWDWHV�EDVH�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV�RQ�JURVV�LQFRPH�����VWDWHV��DQG�QHW�LQFRPH�����VWDWHV���,W�DOVR�VKRZV�WKH�XVH�RI�D�VXEFDWHJRU\��VWDQGDUGL]HG�QHW�LQFRPH��7KHVH�IRXU�VWDWHV�KDYH�FKLOG�VXSSRUW�VFKHGXOHV�EDVHG�RQ�QHW�LQFRPH��EXW�KDYH�D�VWDQGDUGL]HG�PHWKRG�IRU�FRQYHUWLQJ�JURVV�WR�QHW�LQFRPH��)RU�H[DPSOH��7HQQHVVHH�JXLGHOLQHV��D�SHUFHQWDJH�RI�REOLJRU�LQFRPH�PRGHO��FRQYHUWV�JURVV�WR�QHW�LQFRPH�DVVXPLQJ�WKDW�WKH�REOLJRU�LV�D�WD[SD\HU�ILOLQJ�DV�D�VLQJOH�LQGLYLGXDO�ZLWK�QR�GHSHQGHQWV�
7KH�VWDQGDUGL]HG�QHW�LQFRPH�PHWKRG�DOORZV�WKH�JXLGHOLQHV�WR�JDLQ�VRPH�RI�WKH�DGYDQWDJHV�RI�VLPSOLFLW\�DQG�HTXLW\�UHDOL]HG�IURP�D�JURVV�LQFRPH�VFKHGXOH��EXW�WKH�GLIIHUHQFHV�LQ�WD[�FRQVHTXHQFHV�EHWZHHQ�WKH�FXVWRGLDO�DQG�QRQFXVWRGLDO�SDUHQW�WKDW�UHVXOW�IURP�FODLPLQJ WKH�FKLOGUHQ�LQ�JXLGHOLQHV�WKDW�FRQVLGHU�ERWK�SDUHQWV¶�LQFRPHV�FDQ�DOVR�EH�UHFRJQL]HG��9HUPRQW�LV�DQRWKHU�H[DPSOH�RI�D�VWDWH�WKDW�XVHV�D�JXLGHOLQH�EDVHG�RQ�VWDQGDUGL]HG�QHW�LQFRPH��7KH�GLIIHUHQW�WD[�FRQVHTXHQFHV�EHWZHHQ�WKH�REOLJRU�DQG�REOLJHH�GXH�WR�FODLPLQJ�WKH�FKLOGUHQ�DV�H[HPSWLRQV�DUH�FRQVLGHUHG��7KH�9HUPRQW�JXLGHOLQH�LQFOXGHV�WZR�WDEOHV�WKDW�FRQYHUW�JURVV�WR�QHW�LQFRPH�IRU�WKHREOLJRU�DQG�WKH�REOLJHH��RQH�FRQYHUWV�JURVV�WR�QHW�LQFRPH�LQ�VROH�FXVWRG\�FLUFXPVWDQFHV��DQG�WKH�RWKHU�FRQYHUWV�JURVV�WR�QHW�LQFRPH�LQ�VKDUHG�FXVWRG\�FLUFXPVWDQFHV��,Q�([KLELW����� �S�����D�SRUWLRQ�RI�WKH�9HUPRQW�JURVV�WR�QHW�LQFRPH�FRQYHUVLRQ�WDEOH�IRU�VROH�FXVWRG\�VLWXDWLRQV�LV�GLVSOD\HG�
2QH�REYLRXV�GLVDGYDQWDJH�WR�WKH�9HUPRQW�DSSURDFK�LV�WKDW�LW�DGGV�WZR�WDEOHV�WR�WKH�JXLGHOLQH�DQG�PDNHV�LW�PRUH�FRPSOH[�
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([SHULHQFHV�RI�*XLGHOLQH�5HYLHZ�&RPPLWWHHV
,Q�UHYLHZLQJ�WKHLU�JXLGHOLQHV��PRVW�VWDWHV�GR�QRW�FRQVLGHU�D�FRPSOHWH�VZLWFK�IURP�QHW�WR�JURVV�LQFRPH�RU�YLFH�YHUVD��:LWK�UHJDUG�WR�LQFRPH��PRVW�JXLGHOLQH�UHYLHZ�FRPPLWWHHV�IRFXV�RQ�UHILQLQJ�H[LVWLQJ�GHILQLWLRQV�DQG�ZKHWKHU�DQG�KRZ�WR�LQFOXGH�UHFHQW�FKDQJHV�LQ�IHGHUDO�WD[�FRGH�WKDW�IDYRU�WKH�REOLJHH��VXFK�DV�LQFUHDVHV�LQ�WKH�HDUQHG�LQFRPH�WD[�FUHGLW�DQG�WKH�FKLOG�WD[�FUHGLW���5HFHQW�UHILQHPHQWV�WR�LQFRPH�GHILQLWLRQV�LQYROYH�WKH�WUHDWPHQW�RI�LQFRPH�IURP�D�VHFRQG�MRE��WKH�WUHDWPHQW�RI�YROXQWDU\�DQG�LQYROXQWDU\�SUHWD[�FRQWULEXWLRQV�WR�SHQVLRQ�IXQGV��DQG�RWKHU�UHILQHPHQWV�RU�WHFKQLFDO�FKDQJHV��7KH�LVVXH�FRQFHUQLQJ�WKH�IHGHUDO�WD[�FRGHV�SHUWDLQV RQO\�WR�JXLGHOLQHV�EDVHG�RQ�JURVV�LQFRPH��7KHVH�VWDWHV�JHQHUDOO\�GLVPLVV�WKH�DOWHUQDWLYH�RI�JURVV�WR�QHW�FRQYHUVLRQ�WDEOHV�VLPLODU�WR�WKRVH�XVHG�LQ�9HUPRQW�EHFDXVH�WKH\�ZRXOG�PDNH�WKH�JXLGHOLQHV�PRUH�FXPEHUVRPH��,QVWHDG��PRVW�XVH�WD[�DVVXPSWLRQV�WKDW�IDYRU�WKH�REOLJRU�ZKHQ�FRQYHUWLQJ�FKLOG�UHDULQJ�H[SHQGLWXUHV�WKDW�DUH�HVWLPDWHG�DV�D�SURSRUWLRQ�RI�QHW�LQFRPH�WR�WKRVH�UHODWLQJ�WR�JURVV�LQFRPH��7KLV�PHWKRG�PDNHV�WKH�WD[�DVVXPSWLRQV�LQYLVLEOH�WR�WKH�JXLGHOLQH�XVHU�EXW�UHVXOWV�LQ�DQ�HDV\�WR�XVH�FKLOG�VXSSRUW�VFKHGXOH�
8VH�RI�1HW�,QFRPH�LQ�&DOLIRUQLD
7KH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�LV�EDVHG�RQ�QHW�GLVSRVDEOH�LQFRPH��,W�VSHFLILFDOO\�H[FOXGHV�VWDWH�DQG�IHGHUDO�LQFRPH�WD[�OLDELOLW\�UHVXOWLQJ�IURP�WKH�SDUWLHV¶�WD[DEOH�LQFRPH��,W�IXUWKHU�VWDWHV�WKDW�WD[�OLDELOLW\�VKRXOG�EH�EDVHG�RQ�WKH�SDUHQWV¶�DFWXDO�ILOLQJ�VWDWXV��VLQJOH��PDUULHG��PDUULHG�ILOLQJ�VHSDUDWHO\��RU�KHDG�RI�KRXVHKROG��DQG�RQ�WKH�DFWXDO�QXPEHU�RI�GHSHQGHQWV�FODLPHG��$V�GLVFXVVHG�DERYH��VHYHUDO�VWDWHV�KDYH�UHFHQWO\�XVHG�WKHLU�TXDGUHQQLDO�JXLGHOLQH�UHYLHZV�WR�UHILQH�DQG�PDNH�WHFKQLFDO�FKDQJHV�LQ�GHILQLQJ�LQFRPH��%HORZ��VLPLODU�UHILQHPHQWV�DQG�WHFKQLFDO�FKDQJHV�UHFRPPHQGHG�E\�*HRUJH�1RUWRQ��WKH�DXWKRU�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH��DUH�OLVWHG��?�� :KHUH�DSSURSULDWH��UHFHQW�FDVH�ODZ�LV�GLVFXVVHG�� 'HILQLWLRQ�RI�QHW�GLVSRVDEOH�LQFRPH�FDQ�UHVXOW�LQ�QHJDWLYH�DPRXQWV��1RUWRQ�UHSRUWV�WKDW�WKH�GHILQLWLRQ�RI�QHW�GLVSRVDEOH�LQFRPH�LQ�&DOLIRUQLD�)DPLO\�&RGH�VHFWLRQ������FDQ�UHVXOW�LQ�D�QHJDWLYH�DPRXQW��1RUWRQ�VXJJHVWV�D�VLPSOH�VROXWLRQ��OLPLWLQJ�WKH�UHPDLQGHU�IURP�VXEWUDFWLQJ�GHGXFWLRQV�IURP�JURVV�LQFRPH�VR�WKDW�LW�FDQ�QHYHU�EH�D QHJDWLYH�QXPEHU�� $SSOLFDWLRQ�RI�WD[�FKDQJHV�GXH�WR�QHZ�VSRXVH�LQFRPH��7KHUH�KDYH�EHHQ�VHYHUDO�UHFHQW�FRXUW�FDVHV�DGGUHVVLQJ�WKH�FKDQJH�LQ�WD[�FRQVHTXHQFHV�GXH�WR�WKH�LQFRPH�RI�D�QHZ�VSRXVH��,Q�UH�0DUULDJH�RI�&DUOVHQ�����������&$�WK���������&5�G������WKH�REOLJHH¶V�VKDUH�RI�WKH�WD[�OLDELOLW\�RI�KHUVHOI�DQG�KHU�QHZ�VSRXVH�ZDV�GHWHUPLQHG�E\�DSSRUWLRQLQJ�LW�DFFRUGLQJ�WR�KHU�VKDUH�RI�WKHLU�FRPELQHG�JURVV�LQFRPH��(IIHFWLYHO\��WKLV�LQFUHDVHG�WKH�DPRXQW�RI�WKH�REOLJHH¶V�WD[�OLDELOLW\��LQ�WXUQ��WKLV�GHFUHDVHG�WKH�DPRXQW�RI�KHU�QHW�GLVSRVDEOH�LQFRPH�DYDLODEOH�IRU�FKLOG�VXSSRUW��?�� 7KH�REOLJRU�REMHFWHG�WR�WKH�FDOFXODWLRQ�SXUVXDQW�WR�)DPLO\�&RGH�VHFWLRQ���������ZKLFK�SUHFOXGHV�WKH�FRQVLGHUDWLRQ�RI�VSRXVDO�LQFRPH�LQ�WKH�VXSSRUW�RUGHU�FDOFXODWLRQ��7KH�DSSHOODWH�FRXUW�DIILUPHG�WKH�ORZHU�FRXUW¶V�GHFLVLRQ�WR�FRQVLGHU��WKH�QHZ�VSRXVH¶V�LQFRPH�LQ�RUGHU�WR�GHWHUPLQH�WKH�DSSURSULDWH�WD[�UDWH�RI�WKH�REOLJHH��,Q�&RXQW\�RI�7XODUH�Y��&DPSEHOO�����������&$�WK���������&5�G������WKH�WULDO�FRXUW�UHIXVHG�WR�FRQVLGHU�QHZ�VSRXVH�LQFRPH�LQ�D�PRGLILFDWLRQ�DFWLRQ��7KH�DSSHOODWH�FRXUW�UHYHUVHG�DQG�UHPDQGHG�RQ�WKH�EDVLV�WKDW�VHFWLRQ��������GRHV�QRW�SUHFOXGH�WKH�FRQVLGHUDWLRQ�RI�QHZ�VSRXVH�LQFRPH�IRU�WKH�OLPLWHG�SXUSRVH�RI�GHWHUPLQLQJ�DFWXDO�WD[�OLDELOLW\��,Q�ERWK�FDVHV��LW�ZDV�UXOHG�WKDW�WKH�SXUSRVH�RI�VHFWLRQ��������LV�WR�SURWHFW�WKH�QHZ�VSRXVH¶V�LQFRPH�IURP�FKLOG�VXSSRUW�OLDELOLW\�ZKHQ�WKH�QHZ�VSRXVH�KDV�QR�OHJDO�UHVSRQVLELOLW\�IRU�WKH�FKLOGUHQ��DQG�WKDW�LQ�RUGHU�WR�FRPSXWH�QHW�GLVSRVDEOH�LQFRPH�XQGHU�VHFWLRQ�������QHZ�VSRXVH�LQFRPH�PD\�EH�FRQVLGHUHG�WR�GHWHUPLQH�WKH�DFWXDO�WD[�OLDELOLW\�RI�WKH�SDUWLHV�
1RUWRQ�DUJXHV�WKDW�RQH�RI�WKH�XQGHUO\LQJ�SUREOHPV�LV�KRZ�WKH�REOLJHH�REOLJRU¶V�VKDUH�RI�WKH�WD[�OLDELOLW\�RI�WKH�REOLJHH�REOLJRU�DQG�KLV�RU�KHU�QHZ�VSRXVH�VKRXOG�EH�FDOFXODWHG��1RUWRQ�FRPSDUHV�VHYHUDO�SRVVLEOH�IRUPXODV�IRU�GHWHUPLQLQJ�WKH�REOLJHH�REOLJRU¶V�VKDUH�RI�WKH�WD[�OLDELOLW\��LQFOXGLQJ�FRPSDULQJ�WKH�GLIIHUHQFH�EHWZHHQ�� 7KH�VXP�RI�WKH�REOLJHH�REOLJRU¶V�WD[�OLDELOLW\�LI�KH�RU�VKH�KDG�ILOHG�VHSDUDWHO\�DQG�WKH�REOLJHH�REOLJRU¶V�QHZ�VSRXVH¶V�WD[�OLDELOLW\�LI�KH�RU�VKH�KDG�ILOHG�VHSDUDWHO\��DQG� 7KH�WD[�OLDELOLW\�RI�WKH�REOLJHH�REOLJRU�DQG�KLV�RU�KHU�QHZ�VSRXVH�LI�WKH\�ILOHG�MRLQWO\�
7KLV�GLIIHUHQFH��LQ�WXUQ��ZRXOG�EH�SURUDWHG�WR�WKH�REOLJHH�REOLJRU��7KH�SURUDWHG�GLIIHUHQFH�ZRXOG�WKHQ�EH�DGGHG��RU�VXEWUDFWHG�LI�LW�ZDV�D�QHJDWLYH�DPRXQW��WR�WKH�REOLJHH�REOLJRU¶V�WD[�OLDELOLW\�LI�KH�RU�VKH�KDG�ILOHG�VHSDUDWHO\�
1RUWRQ�DOVR�VXJJHVWV�DQRWKHU�PHWKRG�WKDW�ZRXOG�VLPSO\�DVVXPH�WKDW�WKH�REOLJHH�REOLJRU�KDV�QRW�UHPDUULHG�EXW�DOORFDWHV�WKH�H[HPSWLRQV�DQG�GHGXFWLRQV�RI�WKH�REOLJHH�REOLJRU�DQG�KLV�RU�KHU�QHZ�VSRXVH�HTXLWDEO\�LQ�WKH�FDOFXODWLRQ�RI�WKH�REOLJHH�REOLJRU¶V�WD[�OLDELOLW\�
$OWKRXJK�QRW�VXJJHVWHG�E\�1RUWRQ��DQRWKHU�DOWHUQDWLYH�ZRXOG�EH�WKH�1HZ�-HUVH\�DSSURDFK��³,I�D�MRLQW�LQFRPH�WD[�UHWXUQ�LQFOXGHV�LQFRPH�RI�D�SHUVRQ�RWKHU�WKDQ�RQH�RI�WKH�SDUWLHV�LQYROYHG�LQ�WKH�VXSSRUW�SURFHHGLQJ��H�J���FXUUHQW�VSRXVH���WKH�WD[SD\HU RU�WKDW�SHUVRQ¶V�DWWRUQH\�VKDOO�EH�UHVSRQVLEOH�IRU�WKH�UHGDFWLRQ�RI�WKH�WD[�UHWXUQ�´�?��

� 3RWHQWLDO�GLVWRUWLRQV�WR�QHW�LQFRPH��1RUWRQ�VXJJHVWV�WKDW�IHGHUDO�DQG�VWDWH�WD[�FRGHV�SURYLGH�VHYHUDO�RSSRUWXQLWLHV�WR�GLVWRUW�LQFRPH��IRU�H[DPSOH��GHSUHFLDWLRQ�GHGXFWLRQV��ZKLFK�FDQ�GHFUHDVH�WKH�DPRXQW�RI�PRQH\�DYDLODEOH�WR�SD\�VXSSRUW��DQG�LQRUGLQDWH�PRUWJDJH�LQWHUHVW�GHGXFWLRQV��ZKLFK�FDQ�LQFUHDVH�WKH�DPRXQW�RI�PRQH\�DYDLODEOH�WR�SD\�VXSSRUW���$�VLPSOH�VROXWLRQ��DV�VXJJHVWHG�E\�1RUWRQ��LV�WR�DOORZ�WKH�FRXUW�WR�FRQVLGHU�WKH�WD[�OLDELOLW\�DVVXPLQJ�WKH�SDUW\�XVHG�WKH�VWDQGDUG�GHGXFWLRQ�LI�LW�SURYLGHV�D�PRUH�HTXLWDEOH�DPRXQW�RI�FKLOG�VXSSRUW�� 9ROXQWDU\�DQG�LQYROXQWDU\�WD[�GHIHUUHG�UHWLUHPHQW�FRQWULEXWLRQV��&DOLIRUQLD�H[FOXGHV�LQYROXQWDU\�UHWLUHPHQW�FRQWULEXWLRQV�IURP�LQFRPH�XVHG�WR�FRPSXWH�FKLOG�VXSSRUW�EXW�LQFOXGHV�YROXQWDU\�FRQWULEXWLRQV��1RUWRQ�VXJJHVWV�WKLV�LV�LQHTXLWDEOH�WUHDWPHQW�DQG�SURYLGHV�VXJJHVWLRQV�IRU�UHFWLI\LQJ�LW�
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$'',7,21$/�'(3(1'(176
,Q�WKLV�VHFWLRQ��WKH�WUHDWPHQW�RI�FKLOGUHQ�IURP�SULRU�RU�VXEVHTXHQW�UHODWLRQVKLSV��DGGLWLRQDO�GHSHQGHQWV��LV�H[DPLQHG��)LUVW��KRZ�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�GHDOV�ZLWK�WKLV�LVVXH�DQG�DQ\�FDVH�ODZ�VXUURXQGLQJ�WKH�LVVXH�DUH�UHYLHZHG��WKHQ�KRZ�DGGLWLRQDO�GHSHQGHQWV�DUH�WUHDWHG�LQ�RWKHU VWDWHV�DQG�VRPH�RI�WKH�LVVXHV�WKH\�KDYH�IDFHG�ZKLOH�DGGUHVVLQJ�DGGLWLRQDO�GHSHQGHQWV�DUH�UHYLHZHG�
7UHDWPHQW�RI�$GGLWLRQDO�'HSHQGHQWV�LQ�&DOLIRUQLD
$Q�DGMXVWPHQW�IRU�DGGLWLRQDO�GHSHQGHQWV�LV�SURYLGHG�XQGHU�WZR�VHFWLRQV�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH��)LUVW��D�GHGXFWLRQ�IRU�DGGLWLRQDO�GHSHQGHQWV�FDQ�EH�PDGH�IURP�WKH�SDUHQW¶V�DQQXDO�LQFRPH�WR�DUULYH�DW�WKH�QHW�GLVSRVDEOH�LQFRPH�XVHG�LQ�WKH�JXLGHOLQH�FDOFXODWLRQ��)DP��&RGH����������
$Q\�FKLOG�RU�VSRXVDO�VXSSRUW�DFWXDOO\�EHLQJ�SDLG�E\�WKH�SDUHQW�SXUVXDQW�WR�D�FRXUW�RUGHU��WR�RU�IRU�WKH�EHQHILW�RI�DQ\�SHUVRQ�ZKR�LV�QRWD�VXEMHFW�RI�WKH�RUGHU�WR�EH�HVWDEOLVKHG�E\�WKH�FRXUW��,Q�WKH�DEVHQFH�RI�D�FRXUW�RUGHU��DQ\�FKLOG�VXSSRUW�DFWXDOO\�EHLQJ�SDLG��QRW�WR�H[FHHG�WKH�DPRXQW�HVWDEOLVKHG�E\�WKH�JXLGHOLQH��IRU�QDWXUDO�RU�DGRSWHG�FKLOGUHQ�RI�WKH�SDUHQW�QRW�UHVLGLQJ�LQ�WKDW�SDUHQW¶V�KRPH��ZKR�DUH�QRW�WKH�VXEMHFW�RI�WKH�RUGHU�WR�EH�HVWDEOLVKHG�E\�WKH�FRXUW��DQG�RI�ZKRP�WKH�SDUHQW�KDV�D�GXW\�RI�VXSSRUW��8QOHVV�WKH�SDUHQW�SURYHV�SD\PHQW�RI�WKH�VXSSRUW��QR�GHGXFWLRQ�VKDOO�EH�DOORZHG�XQGHU�WKLV�VXEGLYLVLRQ��)DP��&RGH���������H���

$GGLWLRQDO�GHSHQGHQWV�DUH�DOVR�D�FLUFXPVWDQFH�HYLGHQFLQJ�KDUGVKLS��ZKLFK�DOORZV�WKH�FRXUW�WR�WDNH�D�GHGXFWLRQ�IURP�LQFRPH��)DP��&RGH����������
7KH�PLQLPXP�EDVLF�OLYLQJ�H[SHQVHV�RI�HLWKHU�SDUHQW¶V�QDWXUDO�RU�DGRSWHG�FKLOGUHQ�IRU�ZKRP�WKH�SDUHQW�KDV�WKH�REOLJDWLRQ�WR�VXSSRUWIURP�RWKHU�PDUULDJHV�RU�UHODWLRQVKLSV�ZKR�UHVLGH�ZLWK�WKH�SDUHQW��7KH�FRXUW��RQ�LWV�RZQ�PRWLRQ�RU�RQ�WKH�UHTXHVW�RI�D�SDUW\��PD\�DOORZ�WKHVH�LQFRPH�GHGXFWLRQV�DV�QHFHVVDU\�WR�DFFRPPRGDWH�WKHVH�H[SHQVHV�DIWHU�PDNLQJ�WKH�GHGXFWLRQV�DOORZDEOH�XQGHU�SDUDJUDSK������)DP��&RGH���������D������7KH�PD[LPXP�KDUGVKLS�GHGXFWLRQ�XQGHU�SDUDJUDSK�����RI�VXEGLYLVLRQ��D��IRU�HDFK�FKLOG�ZKR�UHVLGHV�ZLWK�WKH�SDUHQW�PD\�EH�HTXDO�WR��EXW�VKDOO�QRW�H[FHHG��WKH�VXSSRUW�DOORFDWHG�HDFK�FKLOG�VXEMHFW�WR�WKH�RUGHU��)RU�SXUSRVH�RI�FDOFXODWLQJ�WKLV�GHGXFWLRQ��WKH�DPRXQW�RI�VXSSRUW�SHU�FKLOG�HVWDEOLVKHG�E\�WKH�VWDWHZLGH�XQLIRUP�JXLGHOLQH�VKDOO�EH�WKH�WRWDO�DPRXQW�RUGHUHG�GLYLGHG�E\�WKH�QXPEHU�RI�FKLOGUHQ�DQG�QRW�WKH�DPRXQW�HVWDEOLVKHG�XQGHU�SDUDJUDSK�����RU�VXEGLYLVLRQ��E��RI�6HFWLRQ�������)DP��&RGH���������E���

7KH�PDMRU�GLIIHUHQFH�EHWZHHQ�WKH�WZR�VHFWLRQV�LV�WKDW�)DPLO\�&RGH�VHFWLRQ������H��GRHV�QRW�DSSO\�WR�DGGLWLRQDO�GHSHQGHQWV�UHVLGLQJ�ZLWK�WKH�SDUHQW��ZKHUHDV�WKH�KDUGVKLS�GHGXFWLRQ�GRHV�
&ULWLFLVPV�RI�)DPLO\�&RGH�6HFWLRQ������E�
$�UHFHQW�DUWLFOH�E\�*HRUJH�1RUWRQ��DXWKRU�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH��VXJJHVWV�WKDW�WKH�KDUGVKLS�GHGXFWLRQ�IRU�DGGLWLRQDO�GHSHQGHQWV�LV�PDWKHPDWLFDOO\�IODZHG��?�� 1DPHO\��KH�WDNHV�WZR�LVVXHV�ZLWK�)DPLO\�&RGH�VHFWLRQ������E��� 7KH�DPRXQW�VXEWUDFWHG�IRU�DQ�DGGLWLRQDO�GHSHQGHQW�FDQQRW�H[FHHG�WKH�VXSSRUW�SHU�FKLOG�XQGHU�WKH�JXLGHOLQH�IRU�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFW�RI�WKH�RUGHU��DQG� ,W�DOORZV�WKH�DPRXQW�VXEWUDFWHG�IRU�DQ�DGGLWLRQDO�GHSHQGHQW�WR�EH�HTXLYDOHQW�WR�WKH�VXSSRUW�SHU�FKLOG�XQGHU�WKH�JXLGHOLQH�IRU�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFW�RI�WKH�RUGHU�
+H�LOOXVWUDWHV�WKH�ILUVW�IODZ�E\�XVLQJ�DQ�H[DPSOH�ZKHUH�WKH�SDUHQWV�KDYH�HTXDO LQFRPH�DQG�HTXDO�WLPH�ZLWK�WKHLU�FKLOG��WKHUHIRUH�D�]HUR�RUGHU��,I�HLWKHU�SDUHQW�KDV�DQ�DGGLWLRQDO�GHSHQGHQW��WKHQ�)DPLO\�&RGH�VHFWLRQ������E��OLPLWV�WKH�DPRXQW�WKDW�FDQ�EH�VXEWUDFWHG�WR�����WKH�JXLGHOLQH�DPRXQW�IRU�WKHLU�FRPPRQ�FKLOG��(IIHFWLYHO\��QR�DGMXVWPHQW�IRU�DGGLWLRQDO�GHSHQGHQWV�FDQ�EH�PDGH�LQ�WKLV�FDVH�
7KH�VHFRQG�IODZ�LV�LOOXVWUDWHG�E\�FRQVLGHULQJ�D�FDVH�ZKHUH� 7KH�REOLJRU�KDV�H[WUDRUGLQDULO\�KLJK�LQFRPH�� 7KH�REOLJHH�KDV�H[WUDRUGLQDULO\�ORZ�LQFRPH�� 7KHUH�LV�RQH�FRPPRQ�FKLOG��DQG� 7KH�REOLJHH�KDV�DQ�DGGLWLRQDO�GHSHQGHQW�
,Q�WKLV�VLWXDWLRQ��LW�LV�SRVVLEOH�WKDW�WKH�JXLGHOLQH�DPRXQW�IRU�WKH�RQH�FRPPRQ�FKLOG��IRU�H[DPSOH���������SHU�PRQWK��FRXOG�H[FHHG�WKH�QHW�LQFRPH�RI�WKH�REOLJHH��IRU�H[DPSOH���������SHU�PRQWK��EHFDXVH�WKH�DGMXVWPHQW�FDQ�HTXDO�WKDW�RI�WKH�JXLGHOLQH�DPRXQW�IRU�WKH�FRPPRQ�FKLOG��+HQFH��WKH�REOLJHH¶V�QHW�GLVSRVDEOH�LQFRPH�DIWHU�VXEWUDFWLQJ�IRU�WKH�DGGLWLRQDO�GHSHQGHQW�ZRXOG�EH�OHVV�WKDQ�]HUR�
&DVH�/DZ
,Q�UH�0DUULDJH�RI�3DXOLQ�����������&$�WK����������&5�G������WKH�WULDO�FRXUW�DOORZHG�D�KDUGVKLS�GHGXFWLRQ�XQGHU�)DPLO\�&RGH�VHFWLRQ������D�����IRU�VXEVHTXHQW�ERUQ�WZLQV�RI�WKH�REOLJRU��,Q�WKLV�FDVH��WKH�FRXUW�FDOFXODWHG�WKH�KDUGVKLS�GHGXFWLRQ�DQG�WKHQ�FXW�LW�LQ�KDOI�WR�UHIOHFW�WKH�VKDUHG�UHVSRQVLELOLW\�RI�WKH�REOLJRU�DQG�KLV�QHZ�ZLIH�IRU�WKH�WZLQV��7KH�REOLJDWLRQ�IRU�WKH�WZR�SULRU�ERUQ�FKLOGUHQ�ZDV�UHGXFHG�IURP��������SHU�PRQWK�WR��������SHU�PRQWK��7KH�DSSHOODWH�FRXUW�DIILUPHG�WKLV�GHFLVLRQ��VWDWLQJ�WKDW�WKH�KDUGVKLS�GHGXFWLRQ�VKRXOG�QRW�EH�D�IRUHJRQH�FRQFOXVLRQ�DQ\�WLPH�DQ�REOLJRU�KDV�VXEVHTXHQW�FKLOGUHQ��EXW�WKDW�LQ�WKLV�FDVH�WKH�ORZHU�FRXUW�KDG�SURSHUO\�FRQVLGHUHGWKH�QHFHVVDU\�H[SHQVHV�IRU�IRRG��FORWKLQJ��VKHOWHU��DQG�FKLOG�FDUH�RI�WKH�VXEVHTXHQW�ERUQ�FKLOGUHQ�
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7UHDWPHQW�RI�$GGLWLRQDO�'HSHQGHQWV�LQ�2WKHU�6WDWHV
$V�VKRZQ�LQ�([KLELW����� �S����EHORZ��RQO\���VWDWHV�GR�QRW�DGGUHVV�WKH�LVVXH�RI�DGGLWLRQDO�GHSHQGHQWV��0RVW�VWDWHV�WUHDW�LW�DV�D�GHYLDWLRQ�FULWHULRQ��\HW���RI�WKHVH����VWDWHV�VSHFLI\�D�IRUPXOD�IRU�LW��7KH�PRVW�FRPPRQO\�XVHG�IRUPXOD�LV�VXEWUDFWLQJ�D�³GXPP\�RUGHU´�IURP�WKH�SDUHQW¶V�LQFRPH��7KH�GXPP\�RUGHU�LV�WKH�JXLGHOLQH�GHWHUPLQHG�DPRXQW�IRU�WKH�DGGLWLRQDO�GHSHQGHQWV��6RXWK�&DUROLQD�ZHLJKWV�WKH�GXPP\�RUGHU�E\����SHUFHQW�WR�HTXDOL]H�VXSSRUW�EHWZHHQ�WKH�WZR�VHWV�RI�FKLOGUHQ���7KH����SHUFHQW ZHLJKW�ZDV�GHWHUPLQHG�WKURXJK�VLPXODWLRQ�RI�D�ZLGH�UDQJH�RI�SRVVLEOH�VFHQDULRV���2Q�WKH�RWKHU�KDQG��1RUWK�&DUROLQD�ZHLJKWV�WKH�GXPP\�RUGHU�E\����SHUFHQW�3UHVXPDEO\�WKLV�VSOLWV�WKH�UHVSRQVLELOLW\�RI�WKH�DGGLWLRQDO�GHSHQGHQWV�EHWZHHQ�WKH�SDUHQW�HOLJLEOH�IRU�WKH�DGMXVWPHQW�DQG�WKH�RWKHU�SDUHQW�RI�WKH�DGGLWLRQDO�GHSHQGHQW��
1HZ�-HUVH\�DQG�1RUWK�'DNRWD�VSHFLI\�WKDW�WKH�GXPP\�RUGHU�VKRXOG�EH�FDOFXODWHG�FRQVLGHULQJ�WKH�LQFRPH�RI�WKH�RWKHU�SDUHQW�RI�WKH�DGGLWLRQDO�GHSHQGHQW��)ORULGD�H[FOXGHV�FRQVLGHUDWLRQ�RI�WKH LQFRPH�RI�WKH�RWKHU�SDUHQW�RI�WKH�DGGLWLRQDO�GHSHQGHQW��&OHDUO\��WKH�DGYDQWDJH�RI�LQFOXGLQJ�WKH�LQFRPH�RI�WKH�RWKHU�SDUHQW�LV�WKDW�LW�PRUH�SUHFLVHO\�UHIOHFWV�WKH�FRVWV�RI�WKH�DGGLWLRQDO�GHSHQGHQW�WR�WKH�SDUHQW�VXEMHFW�WR�WKH�VXSSRUW�RUGHU��EXW�WKH�GLVDGYDQWDJH�LV�WKDW�LW�UHTXLUHV�DGGLWLRQDO�LQIRUPDWLRQ�DQG�PDNHV�WKH�FDOFXODWLRQ�RI�WKH�GXPP\�RUGHU�PRUH�FXPEHUVRPH�
$OWKRXJK�GXPP\�RUGHUV�DUH�WKH�PRVW�FRPPRQ�PHWKRG�RI�DGMXVWLQJ�IRU�DGGLWLRQDO�GHSHQGHQWV��VWDWHV�XVH�D�YDULHW\�RI�RWKHU�PHWKRGV��)RU�LQVWDQFH��,RZD�XVHV�����SHUFHQW�RI�WKH�DPRXQW�RI�WKH�7HPSRUDU\�$VVLVWDQFH�IRU�1HHG\�)DPLOLHV��7$1)��JUDQWV�DQG�2KLR�XVHV�D�IRUPXOD�EDVHG�RQ�WKH�IHGHUDO�WD[�H[HPSWLRQ��
:LWK�WKH�H[FHSWLRQ�RI�'HODZDUH��WKH�DGMXVWPHQWV�DUH�PDGH�WR�WKH�HOLJLEOH�SDUHQW¶V�LQFRPH�EHIRUH�WKH FDOFXODWLRQ�RI�WKH�VXSSRUW�DPRXQW�IRU�WKH�FRPPRQ�FKLOGUHQ��'HODZDUH�LV�WKH�RQO\�VWDWH�ZKHUH�WKH�DGMXVWPHQW�LV�PDGH�DIWHU�WKH�FDOFXODWLRQ�RIVXSSRUW��1R�RWKHU�VWDWH�KDV�D�VSHFLILFDWLRQ�VLPLODU�WR�WKDW�RI�&DOLIRUQLD�
2WKHU�LVVXHV�SHUWDLQLQJ�WR�DGGLWLRQDO�GHSHQGHQWV�LQFOXGH�� :KHWKHU�RQH�VHW�RI�FKLOGUHQ�VKRXOG�KDYH�SULRULW\�EDVHG�RQ�ELUWK�RUGHU��DQG� +RZ�WKH�DGGLWLRQDO�GHSHQGHQW�DGMXVWPHQW�LV�DSSOLHG�WR�PRGLILFDWLRQV�
%LUWK�RUGHU��$�IHZ�VWDWHV�OLPLW�WKH�DGGLWLRQDO�GHSHQGHQW�DGMXVWPHQW�WR�FKLOGUHQ�ERUQ�SULRU�WR�WKH�FKLOGUHQ�VXEMHFW�WR�WKH�FKLOG�VXSSRUW�RUGHU��7KH�UDWLRQDOH�EHKLQG�WKLV�LV�WKDW�ILUVW�IDPLOLHV�KDYH�SULRULW\��7KH�&RORUDGR�JXLGHOLQH�LV�D�FDVH�LQ�SRLQW��KRZHYHU��LWV�JXLGHOLQH�UHYLHZ�FRPPLVVLRQ�FXUUHQWO\�LV�SURSRVLQJ�WR�H[SDQG�WKH�DGMXVWPHQW�WR�DOO�DGGLWLRQDO�GHSHQGHQWV��UHJDUGOHVV�RI�ELUWK�RUGHU��?�� 7KH�UHFRQVLGHUDWLRQ�LV�SDUWLDOO\�GXH�WR�WHVWLPRQ\�FRQFHUQLQJ�D�GLYRUFH�FDVH�ZKHUH�WKH�RQO\�FKLOG²D�VRQ²EHFDPH�WKH�FXVWRG\�RI�WKH�IDWKHU��ZKR�GLG�QRW�VHHN�FKLOG�VXSSRUW��6XEVHTXHQWO\��WKH�IDWKHU�UHPDUULHG�DQG�KDG�IRXU�DGGLWLRQDO�FKLOGUHQ�ZLWK�KLV�QHZ�VSRXVH��6HYHQ�\HDUV�ODWHU��WKH�ILUVW�VRQ�GHFLGHG�WR�OLYH�ZLWK�KLV�PRWKHU��ZKR�WKHQ�VRXJKW�FKLOG�VXSSRUW��$Q�DGGLWLRQDO�GHSHQGHQW�DGMXVWPHQW�IRU�WKH�IRXU�VXEVHTXHQW�FKLOGUHQ�FDQQRW�EH DSSOLHG��KRZHYHU��EHFDXVH�RI�WKH�OLPLWDWLRQ�LQ�WKH�&RORUDGR�JXLGHOLQH��$QRWKHU�VLWXDWLRQ�ZKHUH�WKH�DGMXVWPHQW�ZRXOG�QRW�DSSO\�LV�LI�WKH�REOLJRU�KDG�D�QRQPDULWDO�ELUWK�WKDW�KH�GLG�QRW�NQRZ�DERXW�XQWLO�DIWHU�KH�PDUULHG�DQG�KDG�DGGLWLRQDO�FKLOGUHQ�
2UGHU�PRGLILFDWLRQ��6RPH�VWDWHV��IRU�H[DPSOH��9HUPRQW��H[FOXGH�WKH�XVH�RI�WKH�DGGLWLRQDO�GHSHQGHQW�DGMXVWPHQW�LQ�PRGLILFDWLRQV�LI�LW�ORZHUV�WKH�SUHYLRXV�VXSSRUW�RUGHU�DPRXQW��8WDK�VSHFLILHV�WKDW�LW�FDQ�EH�DSSOLHG�LQ�PRGLILFDWLRQV�WR�OHVVHQ�DQ�LQFUHDVH�LQ�WKH�VXSSRUW�DPRXQW��EXW�LW�FDQQRW�EH�XVHG�WR�MXVWLI\�D�GHFUHDVH�LQ�WKH�VXSSRUW�DPRXQW�
27+(5�,668(6�)$&('�%<�67$7(6
$GMXVWPHQWV�IRU�ORZ�LQFRPH�REOLJRUV�DQG�DGGLWLRQDO�GHSHQGHQWV�DUH�IUHTXHQWO\�GLVFXVVHG�LQ�TXDGUHQQLDO�UHYLHZV�RI�FKLOG�VXSSRUW�JXLGHOLQHV��7KH�XVH�RI�QHW�DQG�JURVV�LQFRPH�LV�OHVV�IUHTXHQWO\�GHEDWHG��2WKHU�IUHTXHQWO\�GLVFXVVHG�LVVXHV�DUH�� 6KDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQWV��DQG� &KLOG�UHDULQJ�FRVWV�
6KDUHG�3DUHQWLQJ�7LPH�$GMXVWPHQWV
:RUNLQJ�ZLWK�JXLGHOLQH�UHYLHZ�FRPPLWWHHV��VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQWV�DUH�W\SLFDOO\�IRXQG�WR�EH�D�PRUH�GLYLVLYH�LVVXH�LQ�VWDWHV�WKDW�KDYH�QHYHU�KDG�DQ\�IRUP�RI�D�VKDUHG�SDUHQWLQJ�DGMXVWPHQW�RWKHU�WKDQ�DOORZLQJ�LW�WR�EH�D�GHYLDWLRQ�FULWHULRQ��,Q�WKRVH�VWDWHV��WKH�ELJJHU�LVVXHV�FRQFHUQ�����ZKDW�WKH�IRUPXOD�VKRXOG�ORRN�OLNH�DQG�����ZKDW�KDSSHQV�ZKHQ�VKDUHG�SDUHQWLQJ�WLPH�LV�QRW�H[HUFLVHG�DW�WKH�DPRXQW�XVHG�WR�FDOFXODWH�WKH�VXSSRUW�RUGHU�
:LWK�WKH�H[FHSWLRQ�RI�$UL]RQD��LVVXHV�DQG�FKDQJHV�WR�WKH�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQWV�LQ�VWDWHV�KDYH�EHHQ�UHODWLYHO\�PLQRU�LQ�WKH�SDVW�IHZ�\HDUV��:HVW�9LUJLQLD�DQG�2NODKRPD�PDGH�VPDOO�LQFUHDVHV�LQ�WKH�WLPH�VKDULQJ�WKUHVKROG�IRU�DSSO\LQJ�WKH�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQW�D�\HDU�DIWHU�WKH\�DGRSWHG�WKH�RULJLQDO�DGMXVWPHQW��,Q�ERWK�VWDWHV�LW�ZDV�GRQH�VR�WKDW�WKH�DGMXVWPHQW�ZRXOG�DSSO\ WR�FDVHV�ZKHUH�WKH�WLPH�VKDULQJ�DUUDQJHPHQWV�RI�WKH�SDUHQWV�H[FHHGHG�WKDW�RI�D�VWDQGDUG�YLVLWDWLRQ�RUGHU�
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7KH�VWRU\�RI�$UL]RQD�LV�DV�XQLTXH�DV�LWV�VKDUHG�SDUHQWLQJ�DGMXVWPHQW��,W�LV�RQH�RI�IRXU�VWDWHV²WKH�RWKHU�VWDWHV�DUH�&DOLIRUQLD��1HZ�-HUVH\��DQG�0LVVRXUL²WKDW�DOORZ�DQ�DGMXVWPHQW�IRU�LQRUGLQDWHO\�VPDOO�DPRXQWV�RI�WLPH�VKDULQJ�ZLWK�WKH�QRQUHVLGHQW�SDUHQW��IRU�H[DPSOH��RQH�RYHUQLJKW�SHU�\HDU���,Q�FRQWUDVW��PRVW�VWDWHV�ZLWK�D�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQW�GR�QRW�DSSO\�WKH�DGMXVWPHQW�XQWLO�WKH�QRQUHVLGHQW�SDUHQW¶V�WLPH�ZLWK�WKH�FKLOG�H[FHHGV�WKH�VWDWH�GHWHUPLQHG�WKUHVKROG��ZKLFK�UDQJHV�IURP����WR����SHUFHQW�RI�WKH�FKLOG¶V�WLPH��7KH�RULJLQDO�$UL]RQD�DGMXVWPHQW�UHVXOWHG�LQ�VRPH�³FOLII�HIIHFWV´�LQ�WKH�RUGHU�DPRXQWV�ZKHQ�LQFUHDVLQJ�WKH�FKLOG¶V�WLPH�ZLWK�WKHQRQUHVLGHQW�SDUHQW��IRU�H[DPSOH��WKHUH�ZDV�D�VLJQLILFDQW�FOLII�HIIHFW�ZKHQ�PRYLQJ�IURP����WR����SHUFHQW�RI�WKH�FKLOG¶V�WLPH�EHLQJ�VSHQW�ZLWK�WKH�QRQUHVLGHQW�SDUHQW���:KLOH�DWWHPSWLQJ�WR�DOOHYLDWH�WKH�FOLII�HIIHFWV��WKH�HQWLUH�$UL]RQD�DGMXVWPHQW�EHFDPH�RSHQ�WR�GHEDWH��7KH�UHYLVLRQ�QRZ�SUHVXPHV�WKDW�ZKHQ�WKHUH�DUH�RYHU�����RYHUQLJKWV�SHU�\HDU�����SHUFHQW���WKH�QRQFXVWRGLDO�SDUHQW�EHDUV�PRVW�RI�WKH�FRVWV�RI�WKH�FKLOG��UDWKHU�WKDQ�WKH�FXVWRGLDO�SDUHQW��,I�WKH�FKLOG�VSHQGV�OHVV�WKDQ�����RYHUQLJKWV�SHU�\HDU�ZLWK WKH�QRQFXVWRGLDO�SDUHQW��WKH�FXVWRGLDO�SDUHQW�EHDUV�PRVW�RI�WKH�FRVWV�RI�WKH�FKLOG��7KH�UHYLVLRQV�ZLOO�QRW�EH�HIIHFWLYH�XQWLO������
/LWHUDWXUH�RQ�6KDUHG�3DUHQWLQJ�$GMXVWPHQWV
6HYHUDO�UHFHQW�DUWLFOHV�GHPRQVWUDWH�WKH�LPSRUWDQFH�RI�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQWV�LQ�FKLOG�VXSSRUW�REOLJDWLRQV��)RU�H[DPSOH��RQH�SDSHU�E\�D�ODZ�SURIHVVRU�DUJXHV�WKDW�VLQFH�FKLOGUHQ�ZKR�NQRZ�WKHLU�IDWKHUV�KDYH�EHWWHU�HPRWLRQDO�DQG�VRFLDO�RXWFRPHV��ZLWK�KLJKHU�HGXFDWLRQ�DFKLHYHPHQWV�DQG�IHZHU�FULPHV�FRPPLWWHG��WKDQ�FKLOGUHQ�ZLWK DEVHQW�SDUHQWV��FKLOG�VXSSRUW�REOLJDWLRQV�VKRXOG�EH�GHVLJQHG�WR�HQFRXUDJH�WKH�IDWKHU¶V�SUHVHQFH�LQ�WKH�FKLOG¶V�OLIH��?�� 7KH�SDSHU�DOVR�SUDLVHV�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�IRU�SURYLGLQJ�VXFK�DQ�DGMXVWPHQW�
$�UHFHQW�SDSHU�WKDW�H[DPLQHV�FDVH�ILOH�GDWD�IURP�$UL]RQD��DQRWKHU�VWDWH�WKDW�KDV�D�VKDUHG�SDUHQWLQJ�DGMXVWPHQW��IRXQG�WKDW����SHUFHQW�RI�FKLOG�VXSSRUW�GXH�ZDV�SDLG�LQ�FDVHV�ZKHUH�ERWK�D�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQW�ZDV�DSSOLHG�DQG�WKH�REOLJRU�DWWHQGHG�PDQGDWRU\SDUHQWLQJ�HGXFDWLRQ�FODVV��?�� 7KH�FRPSDUDEOH�SHUFHQW�SDLG�ZDV����SHUFHQW�LQ�FDVHV�ZKHUH�WKH�REOLJRU�DWWHQGHG�SDUHQWLQJ�HGXFDWLRQ�EXW�GLG�QRW�UHFHLYH�WKH�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQW�
&KLOG�5HDULQJ�&RVWV
6WDWHV�DUH�UHTXLUHG�WR�UHYLHZ�UHFHQW�HFRQRPLF�VWXGLHV�RQ�FKLOG�UHDULQJ�FRVWV�DV�SDUW�RI�WKHLU�TXDGUHQQLDO�UHYLHZ�����&)5����������0RVW�VWDWHV�FRQVLGHU�WKH�86'$�DQG�%HWVRQ�HVWLPDWHV�RI�FKLOG�UHDULQJ�FRVWV�DORQJ�ZLWK�IHGHUDO�SRYHUW\�OHYHOV���7KHVH�HVWLPDWHV�DUH�GLVFXVVHG�PRUH�WKRURXJKO\�LQ�&KDSWHU�)LYH�RI�WKLV�UHSRUW�DV�ZHOO�DV�LQ�WKH�SUHYLRXV�JXLGHOLQH�UHYLHZ�UHSRUW���0RVW�VWDWHV�WKDW�KDYH�XSGDWHG�WKHLU�VFKHGXOHV�XVH�WKH�%HWVRQ�HVWLPDWHV��0RQWDQD�DQG�:DVKLQJWRQ�KDYH�UHFHQWO\�UHFHLYHG�IHGHUDO�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2&6(��JUDQWV�WR�LPSURYH�WKH�HFRQRPLF�HVWLPDWHV�XVHG�LQ�WKHLU�JXLGHOLQHV��0RQWDQD��ZKLFK�KDV�D�0HOVRQ�IRUPXOD��ZLOO�IRFXV�RQ�GHYHORSLQJ�D�0RQWDQD�VSHFLILF�HVWLPDWH�RI�WKH�FKLOG¶V�SULPDU\�VXSSRUW�
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&+$37(5��
3$5(17$/�(;3(1',785(6�21�&+,/'5(1�
%$&.*5281'
6LQFH�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�LV�YLHZHG�DV�DQ�LPSRUWDQW�GHWHUPLQDQW�RI�IHUWLOLW\�GHFLVLRQV�DV�ZHOO�DV�WKH�EDVLV�RI�ZHOIDUH�FRPSDULVRQV�DFURVV�IDPLOLHV�ZLWK�GLIIHUHQW�QXPEHUV�RI�FKLOGUHQ�DQG�DGXOWV��WKHUH�KDV�EHHQ�FRQVLGHUDEOH�DFDGHPLF�LQWHUHVW�LQ�WKH�HVWLPDWHV�RI�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ��,QWHUHVW�LQ�WKLV�WRSLF�KDV�QRW�EHHQ�VROHO\�DFDGHPLF��KRZHYHU��)RU�H[DPSOH��WR�FUHDWH�FKLOG�VXSSRUW�SROLF\�WKDW�ZRXOG�DWWHPSW�WR�PDLQWDLQ�WKH�VDPH�OHYHO�RI�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�DIWHU�WKH�GLYRUFH�RU VHSDUDWLRQ�RI�WKH�ELRORJLFDO�SDUHQWV�DV�EHIRUH��NQRZOHGJH�RI�FKLOG�VSHQGLQJ�SDWWHUQV�GXULQJ�WKH�WLPH�ZKHQ�ERWK�SDUHQWV�OLYHG�ZLWK�WKH�FKLOGUHQ�ZRXOGEH�UHTXLUHG�
'HWHUPLQLQJ�KRZ�SDUHQWV�GHYRWH�H[SHQGLWXUHV�WR�WKHLU�FKLOGUHQ�ZRXOG�VHHP�WR�EH�D�UDWKHU�VLPSOH�DQG�VWUDLJKWIRUZDUG�H[HUFLVH��)LUVW��SDUHQWV�ZRXOG�KDYH�WR�EH�DVNHG�WR�NHHS�WUDFN�RI�WKHLU�H[SHQGLWXUHV��7KHQ��SDUHQWV�ZRXOG�EH�DVNHG�WR�GHWHUPLQH�KRZ�PXFK�RI�HDFK�H[SHQGLWXUH�ZDV�PDGH�RQ�EHKDOI�RI�WKHLU�FKLOGUHQ��,W�LV�DW�WKLV�ODWWHU�VWDJH�WKDW�SUREOHPV�DULVH�EHFDXVH�PDNLQJ�WKDW�DOORFDWLRQ�FDQ�EH�GLIILFXOW��,Q�WKH�FDVH�RI�VRPH�JRRGV��WKH�DOORFDWLRQ�RI�WKH�FRQVXPSWLRQ�FRXOG�EH�GRQH�ZLWK�VRPH�FRQILGHQFH��VLQFH�WKH�SXUFKDVH�ZDV�PDGH�IRU�D�VSHFLILF�LQGLYLGXDO��7KH�FRVW�RI�D�SDLU�RI�VKRHV��IRU�H[DPSOH��FRXOG EH�DOORFDWHG�WR�WKH�SHUVRQ�IRU�ZKRP�WKH�VKRHV�ZHUHSXUFKDVHG��,Q�WKH�FDVH�RI�RWKHU�JRRGV��WKH�VSHQGLQJ�FRXOG�EH�DOORFDWHG�RQ�WKH�EDVLV�RI�D�UHDVRQDEOH�DVVXPSWLRQ�RU�EDVHG�XSRQ�LQIRUPDWLRQ�JDWKHUHG�LQ�RWKHU�VXUYH\V��+HUH��IRRG�FRQVXPSWLRQ�LV�D�JRRG�H[DPSOH��:KLOH�SXUFKDVHV�DW�WKH�JURFHU\�VWRUH�DUH�QRWPDGH�IRU�LQGLYLGXDO�PHPEHUV��LW�FRXOG�EH�SRVVLEOH�WR�REVHUYH�WKH�DFWXDO�FRQVXPSWLRQ�RI�WKH�PHDO�DQG�WKHQ�DOORFDWH�WKH�FRVW�RI�WKH�PHDO�WR�WKH�LQGLYLGXDO�PHPEHUV�EDVHG�XSRQ�WKHLU�FRQVXPSWLRQ��2U��DOWHUQDWLYHO\� WKH�DOORFDWLRQ�RI�WKH�IRRG�ELOO�FRXOG�EH�GRQH�LQ�SURSRUWLRQ�WR�WKH�QXWULWLRQDO�UHTXLUHPHQWV�RI�WKH�YDULRXV�IDPLO\�PHPEHUV��,I�RQH�PHPEHU�UHTXLUHV�WZLFH�DV�PXFK�QXWULWLRQ�DV�DQRWKHU�PHPEHU��WKHQ�LW�FRXOG�EH�DVVXPHG�WKDW�WKH�ILUVW�LQGLYLGXDO�KDG�FRQVXPHG�WZLFH�DV�PXFK�IRRG�
%XW�KRZ�VKRXOG�VSHQGLQJ�WKDW�LV�PDGH�RQ�EHKDOI�RI�WKH�ZKROH�IDPLO\�DQG�QRW�RQH�LQGLYLGXDO�EH�DOORFDWHG"�)RU�H[DPSOH��KRZ�VKRXOG�H[SHQGLWXUHV�RQ�VKHOWHU�DQG�XWLOLWLHV�EH�DOORFDWHG�WR�WKH�FKLOGUHQ"�:KDW�LV�D�UHDVRQDEOH�DVVXPSWLRQ�WR�PDNH�LQ�WKLV�VLWXDWLRQ"�2QH�DSSURDFK�ZRXOG�EH�WR�DYHUDJH�WKH�VSHQGLQJ�RQ�KRXVLQJ�DQG�RWKHU�´SXEOLFO\�FRQVXPHG´�JRRGV�DFURVV�DOO�IDPLO\�PHPEHUV��7KH�86'$�WDNHV�WKLV�GLUHFW�DSSURDFK�LQ�LWV�DQQXDO�HVWLPDWHV�RI�SDUHQWDO�VSHQGLQJ�
$OORFDWLQJ�MRLQWO\�FRQVXPHG�JRRGV�RQ�D SHU�FDSLWD�EDVLV�KDV�DOZD\V�EHHQ�FRQWURYHUVLDO��0DQ\�IDWKHUV¶�ULJKWV�JURXSV�KDYH�WDNHQ�WKH�SRVLWLRQ�WKDW�FKLOG�VXSSRUW�JXLGHOLQHV�EDVHG�XSRQ�WKH�´DYHUDJH�FRVW´�RI�WKH�FKLOG�ZLOO�RYHUVWDWH�WKH�´WUXH´�FRVW�RI�WKH�FKLOG�WR�WKH�SDUHQWV��,QVWHDG�RI�IRFXVLQJ RQ�WKH�DYHUDJH��WKHVH�DGYRFDWHV�VXJJHVW�WKDW�D�PRUH�DSSURSULDWH�GLYLVLRQ�EHWZHHQ�WKH�SDUHQWV�DQG�WKH�FKLOGUHQ�VKRXOG�EH�EDVHG�RQ�WKH�´PDUJLQDO�FRVW´�RI�WKH�FKLOGUHQ��7KH�DPRXQW�RI�KRXVLQJ�RU�DQ\�RWKHU�MRLQWO\�FRQVXPHG�JRRG�WR�EH�DWWULEXWHG�WR�WKH�FKLOGUHQ VKRXOG�EH�WKH�DGGLWLRQDO�DPRXQW�RI�KRXVLQJ�WKDW�WKH�SDUHQWV�SXUFKDVH�EHFDXVH�RI�WKH�SUHVHQFH�RI�WKH�FKLOGUHQ��,I�WKHUH�DUH�HFRQRPLHV�RI�VFDOH�LQ�KRXVLQJ�FRQVXPSWLRQ��WKHQ�WKH�DYHUDJH�FRVW�RI�KRXVLQJ�VKRXOG�IDOO�ZLWK�LQFUHDVLQJ�IDPLO\�VL]H��%XW��LI�WKH�DYHUDJH�FRVW�RI�KRXVLQJ�LV�IDOOLQJ��WKHQ�WKH�PDUJLQDO�FRVW�DVVRFLDWHG�ZLWK�HDFK�DGGLWLRQDO�IDPLO\�PHPEHU�VKRXOG�EH�OHVV�WKDQ�WKH�DYHUDJH�FRVW�
+RZ�FDQ�WKH�PDUJLQDO�KRXVLQJ�FRVWV�RI�WKH�FKLOGUHQ�EH�HVWLPDWHG"�2QH�DSSURDFK�ZRXOG�EH�WR�DWWULEXWH�WKH�GLIIHUHQFH�LQ�KRXVLQJ�H[SHQGLWXUHV�RI�SDUHQWV�ZLWK�FKLOGUHQ�DQG�WKH�KRXVLQJ�H[SHQVHV�RI�FKLOGOHVV�FRXSOHV�ZLWK�WKH�VDPH�DPRXQW�RI�WRWDO�VSHQGLQJ�DV�HTXDO�WR�WKH�PDUJLQDO�KRXVLQJ�FRVW�RI�WKH�FKLOGUHQ��:KLOH�WKLV�FRPPRQVHQVH�DSSURDFK�PD\�VHHP�DSSHDOLQJ��HFRQRPLVWV�ZDUQ WKDW�LW�ZLOO�QRWFDSWXUH�WKH�WUXH�PDUJLQDO�FRVW�RI�KRXVLQJ�GXH�WR�WKH�FKLOGUHQ��,I�FKLOGUHQ�UHSUHVHQW�DQ�HFRQRPLF�FRVW�WR�WKHLU�SDUHQWV��WKHQ�WKH�FKLOGOHVV�FRXSOH��HYHQ�WKRXJK�WKH\�KDYH�WKH�VDPH�WRWDO�VSHQGLQJ��ZLOO�EH�ZHDOWKLHU�WKDQ�WKH�SDUHQWV�ZLWK�WKH�FKLOGUHQ��,JQRULQJ�WKH�HIIHFW�RI�WKH�LQFUHDVHG�VWDQGDUG�RI�OLYLQJ�RI�WKH�FKLOGOHVV�FRXSOH�RQ�WKHLU�KRXVLQJ�H[SHQGLWXUHV�ZLOO�XQGHUVWDWH�WKH�WUXH�PDUJLQDO�KRXVLQJ�FRVWV�DWWULEXWDEOH�WR�WKH�FKLOGUHQ�
,I�FRQVXPSWLRQ�LV�WR�EH�FRUUHFWO\�DOORFDWHG�WR�LQGLYLGXDO IDPLO\�PHPEHUV��WKHQ�ERWK�FKLOGOHVV�FRXSOHV�DQG�SDUHQWV�ZLWK�FKLOGUHQ�ZLOO�KDYH�WR�VKDUH�WKH�VDPH�HFRQRPLF�VWDQGDUG�RI�OLYLQJ��,Q�RWKHU�ZRUGV��WKLV�TXHVWLRQ�ZLOO�QHHG�WR�EH�DQVZHUHG��³$W�ZKDW�OHYHO�RI�WRWDO�VSHQGLQJ�LV�D�FKLOGOHVV�FRXSOH�DV�HTXDOO\�ZHOO�RII�DV�D�FRXSOH�ZLWK�RQH�FKLOG�DQG���������RI�WRWDO�VSHQGLQJ"´�,I�LW�LV�DVVXPHG�WKDW�WKH�HTXLYDOHQW�OHYHO�RI�WRWDO�VSHQGLQJ�IRU�WKH�FKLOGOHVV�FRXSOH�LV����������WKHQ�WKH�WRWDO�FRVW�RI�WKH�FKLOG�LV��������RU����SHUFHQW�RI�WKH�IDPLO\¶V�WRWDO�VSHQGLQJ����������������� �������7R�DOORFDWH�LQGLYLGXDO�FRPPRGLW\�FDWHJRULHV�VXFK�DV�KRXVLQJ�WR�WKH�FKLOGUHQ��WKH�GLIIHUHQFH�LQ�KRXVLQJH[SHQGLWXUHV�RI�FRXSOHV�ZLWK�D�FKLOG�DQG���������RI�WRWDO�VSHQGLQJ�ZRXOG�EH�DWWULEXWHG�WR�FKLOGOHVV�FRXSOHV�ZLWK���������RI�WRWDO�VSHQGLQJ��*LYHQ�WKDW�SXUFKDVHV�RI�LQGLYLGXDO�FRPPRGLWLHV�ZLOO�QHHG�WR�DGG�XS�WR�WRWDO�VSHQGLQJ��XVLQJ�WKLV�SURFHGXUH�IRU�HDFK�FRPPRGLW\�FDWHJRU\�VKRXOG�\LHOG�D�WRWDO�VSHQGLQJ�RQ�D FKLOG�HTXDO�WR���������WKH�GLIIHUHQFH�EHWZHHQ�WKH�WRWDO�VSHQGLQJ�RI�IDPLOLHV�ZLWK�FKLOGUHQ�DQG�FKLOGOHVV�FRXSOHV�ZKR�KDYH�WKH�VDPH�VWDQGDUG�RI�OLYLQJ�
%XW�ZKDW�LV�WKH�EHVW�ZD\�WR�GHWHUPLQH�ZKHQ�IDPLOLHV�RI�GLIIHULQJ�FRPSRVLWLRQ�DUH�HTXDOO\�ZHOO�RII"�7KH�WZR�OHDGLQJ�FRQWHQGHUV�IRU�PDNLQJ�WKLV�GHWHUPLQDWLRQ�DUH�WKH�(QJHO�DQG�5RWKEDUWK�DSSURDFKHV��7KHVH�DSSURDFKHV�GLIIHU�IURP�WKH�86'$�DSSURDFK�LQ�WZR�PDMRU�UHVSHFWV��)LUVW��WKH\�ERWK�DWWHPSW�WR�HVWLPDWH�WKH�PDUJLQDO�HFRQRPLF�FRVWV�RI�WKH�FKLOGUHQ�WR�WKHLU�SDUHQWV�DV�RSSRVHG�WR�WKH�DYHUDJH�FRVW�DSSURDFK�RI�WKH�86'$��6HFRQG��DQG�PRUH�LPSRUWDQWO\��WKHVH�WZR�DSSURDFKHV�GLUHFWO\�HVWLPDWH�WKH�WRWDO�FRVW�RI�WKH�FKLOGUHQ�DQG�GHILQH�WKDW�FRVW�DV�WKH�DPRXQW�RI�VSHQGLQJ�PDGH�RQ�EHKDOI�RI�WKH�FKLOGUHQ��2QFH�WKH�WRWDO�OHYHO�RI�VSHQGLQJ�KDV�EHHQ�GHWHUPLQHG��RQO\WKHQ�FDQ�WKH�FRPSRVLWLRQ�RI�WKDW�VSHQGLQJ�WR LQGLYLGXDO�FRPPRGLW\�W\SHV�EH�GHWHUPLQHG��%\�FRQWUDVW��WKH�86'$�DSSURDFK�UHSUHVHQWV�D�ERWWRP�XS�DSSURDFK��7KH�WRWDO�VSHQGLQJ�RQ�WKH�FKLOG�LV�GHWHUPLQHG�RQO\�DIWHU�WKH�FKLOG¶V�VSHQGLQJ�RQ�HDFK�FRPPRGLW\�LV�ILUVW�GHWHUPLQHG�
7KLV�UHSRUW�SUHVHQWV�DOWHUQDWLYH�HVWLPDWHV�RI�KRZ�PXFK�LV�VSHQW�RQ�FKLOGUHQ�LQ�IDPLOLHV�ZKHUH�ERWK�SDUHQWV�DUH�SUHVHQW��7KH�GLIIHUHQFHV�LQ�WKH�HVWLPDWHV�ZLOO�UHIOHFW�GLIIHUHQFHV�LQ�WKH�WKUHH�DSSURDFKHV�FRQWUDVWHG�LQ�WKLV�UHSRUW��WKH�86'$��(QJHO��DQG�5RWKEDUWK�PHWKRGRORJLHV�
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7KH�TXHVWLRQV�DGGUHVVHG�LQ�WKLV�UHSRUW�DUH�� $UH�WKH�HVWLPDWHV�RI�FKLOG�UHDULQJ�FRVWV�UREXVW�ZLWK�UHVSHFW�WR�WKH�PHWKRG�DQG�DVVXPSWLRQV�XVHG�WR�SURGXFH�WKHP"� +RZ�GR�H[SHQGLWXUHV�RQ�FKLOGUHQ�LQFUHDVH�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ�LQ�WKH�IDPLO\"� $UH�SDUHQWV�WRGD\�VSHQGLQJ�WKH�VDPH�DPRXQWV�RQ�WKHLU�FKLOGUHQ�DV�SDUHQWV�LQ�WKH�����V"� +RZ�GR�SDUHQWV�LQFUHDVH�WKHLU�VSHQGLQJ�RQ�FKLOGUHQ�DV�WRWDO�VSHQGLQJ�RI�WKH�IDPLO\�LQFUHDVHV"� +RZ�GR�H[SHQGLWXUHV�RQ�FKLOGUHQ�YDU\�ZLWK�WKH�DJH�RI�WKH�FKLOG"
'$7$�$1'�(;3(1',785(�&$7(*25,(6
7KH�GDWD�XVHG�LQ�WKLV�VWXG\�DUH�GUDZQ�IURP�WKH�&RQVXPHU�([SHQGLWXUH�6XUYH\��&(;��DGPLQLVWHUHG�E\�WKH�%XUHDX�RI�/DERU�6WDWLVWLFV��%/6���7KH�VXUYH\�LV�EDVHG�XSRQ�TXDUWHUO\�LQWHUYLHZV�RI�URXJKO\�������FRQVXPHU�XQLWV��IDPLOLHV���7KH�GDWD�DUH�XVHG�IRU�WKH�SHULRGLF�UHYLVLRQV�RI�WKH�&RQVXPHU�3ULFH�,QGH[�DV�ZHOO�DV�IRU�RWKHU�HFRQRPLF�UHVHDUFK�DQG�DQDO\VLV�RI�WKH�VSHQGLQJ�SDWWHUQV�RI�$PHULFDQ�IDPLOLHV��7KH�&(;�LV�WKH�RQO\�QDWLRQDOO\�UHSUHVHQWDWLYH�VDPSOH�RI�$PHULFDQ�IDPLOLHV�WKDW�FROOHFWV�GHWDLOHG�LQIRUPDWLRQ�RQ�WKH�VSHQGLQJ�KDELWV�RI�IDPLOLHV��$V�VXFK��LW�LV�WKH�RQO\�DYDLODEOH�VXUYH\�VXLWHG�IRU�HVWLPDWLQJ�SDUHQWDO�VSHQGLQJ�SDWWHUQV�
&(;�6DPSOH�6HOHFWLRQ�&ULWHULD
7KH�GDWD�XVHG�LQ�WKLV�VWXG\�DUH�IURP�WKH�LQWHUYLHZ�FRPSRQHQW�RI�WKH�&(;�EHJLQQLQJ�LQ�WKH�ILUVW�TXDUWHU�RI������WKURXJK�WKH�ILUVW�TXDUWHU�RI�������&RQVXPHU�XQLWV�DUH�LQWHUYLHZHG�IRU�ILYH�TXDUWHUV��KRZHYHU��RQO\�GDWD�IURP�WKH�VHFRQG�WKURXJK�ILIWK�TXDUWHUO\�LQWHUYLHZV�DUH�UHSRUWHG�RQ�WKH�SXEOLF�XVH�ILOHV��:KLOH�WKH�%/6�WUHDWV�HDFK�TXDUWHUO\�UHVSRQVH�DV�DQ�LQGHSHQGHQW�REVHUYDWLRQ��WKLV�UHSRUW�FRQVWUXFWV�DQ�DQDO\VLV�ILOH�EDVHG�XSRQ�DQQXDO�GDWD�DQG�GRHV�QRW�WUHDW�WKH�TXDUWHUO\�LQWHUYLHZV�DV�LQGHSHQGHQW��:KLOH�DQ\�XQLW�FDQ�KDYH�XS�WR�IRXU�TXDUWHUO\�LQWHUYLHZV��VRPH�KRXVHKROGV�FDQQRW�EH�ORFDWHG�RU�LQWHUYLHZHG�DQG�KHQFH�KDYH�OHVV�WKDQ�IRXU�LQWHUYLHZV��)RU�WKLV�VWXG\��RQO\�XQLWV�ZLWK�DW�OHDVW�WKUHH�FRPSOHWHG�LQWHUYLHZV�ZHUH�LQFOXGHG�LQ�WKH�ILQDO�DQDO\VLV�VDPSOH�
7KLV�VWXG\�ZDV�LQWHQGHG�WR�IRFXV�RQ�WKH�VSHQGLQJ�SDWWHUQV�RQ�FKLOGUHQ�LQ�IDPLOLHV�ZKHUH�ERWK�SDUHQWV�ZHUH�SUHVHQW��&RQVHTXHQWO\��WKH�IROORZLQJ�VDPSOH�UHVWULFWLRQV�ZHUH�PDGH�� 7KH�XQLW�PXVW�LQFOXGH�D�PDUULHG�FRXSOH�EHWZHHQ�WKH�DJHV�RI����DQG����\HDUV�ROG��DQG� 7KH�XQLW�FRXOG�QRW�LQFOXGH�DQ\�RWKHU�DGXOWV��LQGLYLGXDOV����\HDUV�RI�DJH�RU�ROGHU��LQ�WKH�XQLW��HYHQ�LI�WKRVH DGXOWV�ZHUH�WKH�FKLOGUHQ�RI�WKH�FRXSOH�
7KHVH�UHVWULFWLRQV�\LHOGHG�D�VDPSOH�RI�������FRQVXPHU�XQLWV��ZKHUH�����REVHUYDWLRQV�ZHUH�FKLOGOHVV�PDUULHG�FRXSOHV�DQG�������ZHUH�PDUULHG�FRXSOHV�ZLWK�FKLOGUHQ��([KLELW����� �S��� SUHVHQWV�WKH�GLVWULEXWLRQ�RI�XQLWV�E\�WKH�QXPEHU�RI�FKLOGUHQ��LQGLYLGXDOV�OHVV�WKDQ����\HDUV�RI�DJH��LQ�WKH�XQLW�
'HILQLWLRQ�RI�7RWDO�([SHQGLWXUHV
7KH�FRQFHSW�RI�WRWDO�H[SHQGLWXUHV�XVHG�LQ�WKLV�VWXG\�LV�WKH�WRWDO�YDOXH�RI�WKH�IDPLO\¶V�FXUUHQW�FRQVXPSWLRQ��:KLOH�WKH�%/6�KDV�DGRSWHG�D�VSHFLILF�GHILQLWLRQ�RI�WRWDO�H[SHQGLWXUHV��WKLV�VWXG\�GRHV�QRW�FRQIRUP�WR�WKDW�FRQFHSW�LQ�WKUHH�LQVWDQFHV�� )LUVW��WKH�%/6�KDV�GHILQHG�WRWDO�H[SHQGLWXUHV�WR�LQFOXGH�WKH�YDOXH�RI�FDVK�FRQWULEXWLRQV�PDGH�WR�PHPEHUV�RXWVLGH�WKH�XQLW��6LQFH�WKLV�H[SHQGLWXUH�UHSUHVHQWV�FRQVXPSWLRQ�RI�QRQ±IDPLO\�PHPEHUV��LW�LV�H[FOXGHG�� 6HFRQG��WKH�%/6�GHILQLWLRQ�LQFOXGHV�WKH�FRQWULEXWLRQV�WKDW�IDPLO\�PHPEHUV�KDYH�PDGH�WR�VRFLDO�VHFXULW\�DQG�SULYDWH�SHQVLRQ�SODQV��7KHVH�H[SHQGLWXUHV�FRUUHVSRQG WR�WKH�IDPLO\¶V�VDYLQJV�DQG�KHQFH�DUH�H[FOXGHG�� )LQDOO\��WKH�%/6�LQFOXGHV�WKH�XQLW¶V�QHW�RXWOD\�IRU�YHKLFOHV�SXUFKDVHG�GXULQJ�WKH�LQWHUYLHZ�SHULRG��DV�ZHOO�DV�FXUUHQW�ILQDQFH�FKDUJHV�IRU�WKH�YHKLFOHV��$SDUW�IURP�WKH�SRWHQWLDO�GRXEOH�FRXQWLQJ��WKH�LQFOXVLRQ�RI�WKH�QHW�SXUFKDVH�SULFH�LV�DQ�LQDSSURSULDWH�ZD\�WR�PHDVXUH�WKH�FRQVXPSWLRQ�YDOXH�RI�WKH�YHKLFOH��7KLV�UHSRUW�H[FOXGHV�WKH�QHW�SXUFKDVH�SULFH�RI�WKH�YHKLFOHV�LQ�FRQVWUXFWLQJ�D�GHILQLWLRQ�RI�WRWDO�IDPLO\�H[SHQGLWXUHV���$Q�HYHQ�PRUH�DSSURSULDWH�DSSURDFK�ZRXOG�KDYH�EHHQ�WR�FRQVWUXFW�D�PHDVXUH�RI�WKH�IORZ�RI�FRQVXPSWLRQ�GHULYHG�IURP�WKH�IDPLO\¶V�YHKLFOHV��7KLV�ZDV�QRW�SRVVLEOH��KRZHYHU��IRU�WKLV�VWXG\��
'LVWULEXWLRQ�RI�7RWDO�([SHQGLWXUHV
2QH�RI�WKH�PDMRU�TXHVWLRQV�WKLV�VWXG\�VRXJKW�WR�H[DPLQH�LV�WKH�H[WHQW WR�ZKLFK�WKH�OHYHO�RI�WRWDO�VSHQGLQJ�E\�WKH�IDPLO\�DIIHFWV�WKH�SURSRUWLRQ�RI�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ��+HQFH��LW�LV�LPSRUWDQW�WR�H[DPLQH�WKH�GLVWULEXWLRQ�RI�WRWDO�IDPLO\�VSHQGLQJ�E\�WKH�FRPSRVLWLRQ�RI�WKH�IDPLO\��([KLELW����� �S��� GLVSOD\V�WKLV�LQIRUPDWLRQ�
7KHVH�VWDWLVWLFV�VXJJHVW�WKDW�WRWDO�IDPLO\�VSHQGLQJ�LV�VNHZHG�EXW�VXUSULVLQJO\�VLPLODU�DFURVV�DOO�IDPLO\�FRPSRVLWLRQV��7KHVH�UHVXOWV�DOVR�VXJJHVW�WKDW�WKH�VDPSOH�OLPLWV�DELOLW\�WR�SUHGLFW�KRZ�SDUHQWV�GHYRWH�IDPLO\�UHVRXUFHV�WR�WKHLU�FKLOGUHQ��)RU�WKH�SXUSRVHV�RI�WKLV�VWXG\��WKH�FRQFOXVLRQV�WKDW�DUH�GUDZQ�SHUWDLQ�WR�IDPLOLHV�ZLWK�WRWDO�OHYHOV�RI�VSHQGLQJ�EHWZHHQ�URXJKO\���������DQG���������RI�DQQXDO�WRWDO�H[SHQGLWXUHV�LQ������GROODUV�
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6SHQGLQJ�E\�([SHQGLWXUH�&DWHJRULHV
$GRSWLQJ�WKH�%/6�PDMRU�FRPPRGLW\�JURXSLQJV��WRWDO�IDPLO\�H[SHQGLWXUHV�DUH�WKH�VXP�RI�WKH�IROORZLQJ�FDWHJRULHV�� )RRG��IRRG�SUHSDUHG�DQG�FRQVXPHG�DW�KRPH�DQG�IRRG�SXUFKDVHG�DQG�FRQVXPHG�DZD\�IURP�KRPH�� +RXVLQJ��PRUWJDJH�LQWHUHVW�SDLG��SURSHUW\�WD[HV��PDLQWHQDQFH�DQG�UHSDLU��UHQW�SDLG��KRPH�LQVXUDQFH��XWLOLWLHV��SHUVRQDO�VHUYLFHV�LQFOXGLQJ�FKLOG�FDUH��KRXVHNHHSLQJ�VXSSOLHV��DQG�KRXVHKROG�IXUQLVKLQJV�DQG�HTXLSPHQW�� $SSDUHO��FORWKLQJ��IRRWZHDU��FOHDQLQJ�VHUYLFHV��DQG�VXSSOLHV�� 7UDQVSRUWDWLRQ��YHKLFOH�ILQDQFH�FKDUJHV��OHDVHV��JDV�DQG�RLO��PDLQWHQDQFH�DQG�UHSDLU��LQVXUDQFH��OLFHQVHV�DQG�RWKHU�FKDUJHV��DQG�SXEOLF�WUDQVSRUWDWLRQ�� (QWHUWDLQPHQW��IHHV�DQG�DGPLVVLRQ��HQWHUWDLQPHQW�HTXLSPHQW��WR\V��DQG�SHWV�� +HDOWK�&DUH��KHDOWK�LQVXUDQFH��QRQUHLPEXUVHG H[SHQVHV�IRU�PHGLFDO�VHUYLFHV��GUXJV��DQG�VXSSOLHV�� 7REDFFR�DQG�$OFRKRO�� 3HUVRQDO�&DUH��SHUVRQDO�FDUH�SURGXFWV�DQG�VHUYLFHV�� 5HDGLQJ�� (GXFDWLRQ��WXLWLRQ��IHHV��DQG�VXSSOLHV�IRU�HGXFDWLRQ�IURP�JUDGH�VFKRRO�WR�FROOHJH�� 3HUVRQDO�,QVXUDQFH��OLIH�DQG�RWKHU�SHUVRQDO�LQVXUDQFH�SUHPLXPV��DQG� 0LVFHOODQHRXV��IXQHUDO�H[SHQVHV�DQG�SORWV��FKHFNLQJ�FKDUJHV��OHJDO�DQG�DFFRXQWLQJ�IHHV��DQG�LQWHUHVW�SDLG�RQ�OLQHV�RI�FUHGLW��KRPH�HTXLW\�ORDQV��DQG�FUHGLW�FDUGV�
([KLELW����� �S����UHSRUWV�WKH�VDPSOH�PHDQ�RI�WRWDO�IDPLO\�H[SHQGLWXUHV�E\�WKH�QXPEHU�RI�FKLOGUHQ�LQ�WKH�IDPLO\�DV�ZHOO�DV�WKH�EXGJHW�VKDUH�GHYRWHG�WR�HDFK�RI�WKH����FRQVXPSWLRQ�FDWHJRULHV�
7RWDO�IDPLO\�VSHQGLQJ�LQ�WKH�VDPSOH�LQFUHDVHV�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ��+RZHYHU��WKLV�SDWWHUQ�UHIOHFWV�QRW�RQO\�GLIIHUHQFHV�LQ�GLVSRVDEOH��DIWHU�WD[��LQFRPH�EXW�GLIIHUHQFHV�LQ�WKH�SURSRUWLRQ�RI�GLVSRVDEOH�LQFRPH�VSHQW�E\�IDPLOLHV�ZLWK�FKLOGUHQ���([DPLQLQJ�RQO\�FRQVXPHU�XQLWV�ZLWK�FRPSOHWH�LQFRPH�UHSRUWV��WKH�DYHUDJH�GLVSRVDEOH�LQFRPH�RI FKLOGOHVV�FRXSOHV�ZDV��������KLJKHU�WKDQ�WKH�DYHUDJH�GLVSRVDEOH�LQFRPH�RI�IDPLOLHV�ZLWK�WZR�FKLOGUHQ��\HW�WKHLU�WRWDO�VSHQGLQJ�ZDV�URXJKO\��������OHVV��&OHDUO\��FKLOGUHQ�GHFUHDVH�WKH�DPRXQW�RI�VDYLQJV�E\�IDPLOLHV��+RZHYHU��WKLV�HIIHFW�RI�FKLOGUHQ�ZLOO�QRW EH�SDUW�RI�WKH�HVWLPDWHV�RI�WKH�FRVW�RI�FKLOGUHQ�UHSRUWHG�LQ�WKLV�UHSRUW�
7KH�SUHVHQFH�DQG�QXPEHU�RI�FKLOGUHQ�FOHDUO\�LQFUHDVHV�WKH�SURSRUWLRQ�RI�WKH�IDPLO\¶V�EXGJHW�GHYRWHG�WR�IRRG�DQG�DSSDUHO�SXUFKDVHV��&KLOGUHQ�UHGXFH�WKH�VKDUH�RI�WKH�IDPLO\¶V�EXGJHW�GHYRWHG�WR�WUDQVSRUWDWLRQ��KHDOWK�FDUH��WREDFFR�DQG�DOFRKRO��SHUVRQDO�FDUH��DQG�UHDGLQJ�SXUFKDVHV��)RU�DOO�RWKHU�FDWHJRULHV��WKH�QXPEHU�RI�FKLOGUHQ�KDV�QR�FOHDU�HIIHFW�RQ�WKH�IDPLO\¶V�VSHQGLQJ�SDWWHUQV�
7KH�HIIHFW�RI�FKLOGUHQ�RQ�KRXVLQJ�SXUFKDVHV�LV�SUREDEO\�PRVW�VXUSULVLQJ��:KLOH�WKH�SUHVHQFH�RI�FKLOGUHQ�GRHV�DSSHDU�WR�LQFUHDVH�KRXVLQJ�H[SHQGLWXUHV�IRU�WKH�ILUVW�DQG�VHFRQG�FKLOGUHQ�LQ�WKH�IDPLO\��WKH�WKLUG�FKLOG�DSSHDUV�WR�UHGXFH�WKH�UHODWLYH�VL]H�RI�WKH�KRXVLQJ�EXGJHW��,Q�SDUW��WKLV�LV�DQ�DUWLIDFW�RI�WKH ZD\�WKH�%/6�GHILQHV�KRXVLQJ�SXUFKDVHV�WR�LQFOXGH�KRXVHKROG�RSHUDWLRQV�WKDW�ZLOO�LQFOXGH�WKH�FRVW�RI�EDE\VLWWLQJ�DQG�FKLOG�FDUH�VHUYLFHV��,I�WKHVH�H[SHQGLWXUHV�DUH�RPLWWHG�IURP�WKLV�FDWHJRU\��WKHQ��IDPLOLHV�ZLWK�RQH��WZR��DQG�WKUHH�FKLOGUHQ�ZLOO�GHYRWH������SHUFHQW�������SHUFHQW��DQG������SHUFHQW�WR�KRXVLQJ��&RPSDUHG�WR�WKH������SHUFHQW�RI�D�FKLOGOHVV�FRXSOH¶V�EXGJHW�GHYRWHG�WR�WKHVH�LWHPV��QHLWKHU�WKH�SUHVHQFH�QRU�QXPEHU�RI�FKLOGUHQ�VLJQLILFDQWO\�DIIHFW�WKH�SURSRUWLRQ�RI�WKH�WRWDO�EXGJHW�GHYRWHG�WR�ZKDW�LV QRUPDOO\�FRQVLGHUHG�KRXVLQJ�H[SHQGLWXUHV�
0(7+2'2/2*,(6�)25�$//2&$7,1*�)$0,/<�(;3(1',785(6�72�&+,/'5(1
7KUHH�PHWKRGRORJLHV�ZHUH�XVHG�LQ�WKLV�VWXG\�WR�DOORFDWH�WRWDO�IDPLO\�VSHQGLQJ�WR�WKH�FKLOGUHQ��WKH�86'$��(QJHO��DQG�5RWKEDUWK�PHWKRGRORJLHV��6RPH�RI�WKH�LQIRUPDWLRQ�DERXW�WKHVH�PHWKRGRORJLHV�LV�E\�QHFHVVLW\�WHFKQLFDO��+RZHYHU��WKH�QDUUDWLYH�GLVFXVVLRQ�LV�LQWHQGHG�WR�EH�QRQWHFKQLFDO��VR�WKH�HTXDWLRQV�PD\�EH�VNLSSHG�ZLWKRXW�ORVV�RI�WKH�JHQHUDO�XQGHUVWDQGLQJ�RI�HDFK�DSSURDFK��$�PRUH�IRUPDO��WHFKQLFDO�FULWLTXH�RI�WKH�(QJHO�DQG�5RWKEDUWK�PHWKRGRORJLHV�LV�SUHVHQWHG�LQ�$SSHQGL[�&�
'LUHFW�(VWLPDWHV�RI�6SHQGLQJ�RQ�&KLOGUHQ²7KH�86'$�0HWKRGRORJ\
:KHQ�WKH�TXHVWLRQ�RI�KRZ�PXFK�SDUHQWV�VSHQG�RQ�WKHLU�FKLOGUHQ�LV�ILUVW�FRQIURQWHG��DQ�LQLWLDO�UHDFWLRQ�PLJKW�EH�WKDW�WKLV�VKRXOG�EH�D�UHODWLYHO\�VLPSOH��VWUDLJKWIRUZDUG�H[HUFLVH��:KDW�LV�QHHGHG�DSSHDUV�VLPSOH��ILUVW��DQ�LQTXLU\�DV�WR�ZKR�FRQVXPHG�HDFK�LWHP�WKH�IDPLO\�SXUFKDVHG��WKHQ��DGGLWLRQ�RI�WKH�SXUFKDVHV�E\�HDFK�IDPLO\�PHPEHU��)RU�JRRGV�ZKRVH�FRQVXPSWLRQ�FDQ�LQ�SULQFLSOH�EH�UHVWULFWHG�WR�D�VLQJOH�LQGLYLGXDO�RU�WR�VLPLODU�LQGLYLGXDOV��VXFK�DV�FKLOGUHQ�RU�DGXOWV��WKLV�SURFHGXUH�FRXOG�EH�XVHG�WR�DOORFDWH�WKH�IDPLO\¶V�SXUFKDVHV��%XW�KRZ�FDQ�JRRGV�WKDW�DUH�VKDUHG�DPRQJ�IDPLO\�PHPEHUV��VXFK�DV�KRXVLQJ��EH�DOORFDWHG"
7KH�86'$�DSSURDFK�WR�WKLV�SUREOHP�LV�WR�GHWHUPLQH�ZKHWKHU�WKH�DGXOWV�RU�WKH�FKLOGUHQ�ZRXOG�EH�WKH�SULPDU\�EHQHILFLDULHV�RI�WKH�JRRGV��*RRGV�WKDW�DUH�H[FOXVLYHO\�DGXOW�JRRGV�DUH�H[FOXGHG�IURP�DQ\�DOORFDWLRQ�WR�WKH�FKLOGUHQ��7KH�86'$�KDV�GHVLJQDWHG�DGXOW�FORWKLQJ��WREDFFR�DQG�DOFRKRO��SHUVRQDO�LQVXUDQFH��DQG�PLVFHOODQHRXV�H[SHQGLWXUHV�DV�DGXOW�JRRGV��?�� 2Q�DYHUDJH��WKHVH�JRRGV�DFFRXQW�IRU�±��SHUFHQW�RI�D�IDPLO\¶V�EXGJHW�7KH�QH[W�VWHS�LV�WR�LGHQWLI\�JRRGV�WKDW�DUH�H[FOXVLYHO\�FRQVXPHG�E\�WKH�FKLOGUHQ�LQ�WKH�IDPLO\��7KHVH�JRRGV�LQFOXGH�FKLOGUHQ¶V�FORWKLQJ��EDE\VLWWLQJ�DQG�FKLOG�FDUH��DQG�HGXFDWLRQ�H[SHQVHV��?�� 2Q�DYHUDJH��IDPLOLHV�GHYRWH�DERXW���SHUFHQW�RI�WKHLU�IDPLO\¶V�EXGJHWV�WR�WKHVH�LWHPV��7KXV��WKH�FRPELQHG�WRWDO�RI�JRRGV�WKDW�FDQ�EH�GHVLJQDWHG�HLWKHU�DV�DGXOW�RU�FKLOGUHQ¶V�JRRGV�LV�URXJKO\����SHUFHQW�RI�WKH�IDPLO\¶V�EXGJHW��)RU�WKH�UHPDLQLQJ����SHUFHQW�RI�WKH�EXGJHW��WKH�SRUWLRQ�DOORFDWHG�WR�WKH�FKLOGUHQ�PXVW�UHO\�HLWKHU�RQ�LQIRUPDWLRQ�IURP�RWKHU�VWXGLHV RU�RQ�WKH�XVH�RI�D�SHU�FDSLWD�DOORFDWLRQ�
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7KH�VHFRQG�ODUJHVW�EXGJHW�FDWHJRU\�IRU�IDPLOLHV�ZLWK�FKLOGUHQ�LV�IRRG��7KH�86'$�DOORFDWHV�WKH�IRRG�ELOO�EDVHG�XSRQ�WKH�QXWULWLRQDO�QHHGV�RI�WKH�LQGLYLGXDO�IDPLO\�PHPEHUV�DV�GHILQHG�E\�WKH�86'$������IRRG�SODQV��%HFDXVH�WKH�H[DFW�IRRG�SODQV�XVHG�E\�WKH�86'$�ZHUHQ¶W�DYDLODEOH��WKH�UHODWLYH�IRRG�EXGJHWV�LQ�WKH������0RGHUDWH�&RVW�)RRG�3ODQ�ZHUH�XVHG�IRU�WKH�SXUSRVHV�RI�WKLV�UHSRUW��)LUVW��WKH�DFFHSWDEOH�IRRG�EXGJHW�IRU�D�FKLOG�RI�D�JLYHQ�DJH��UHODWLYH�WR�WKH�IRRG�EXGJHW�IRU�DQ�DGXOW��ZDV�FDOFXODWHG��7KHQ��WKH�IRRG�VFDOHV�VKRZQ�LQ�([KLELW����� �S��� ZHUH�XVHG�IRU�HDFK�RI�WKH�ILYH�DJH�FDWHJRULHV�RI�FKLOGUHQ�
7KHVH�IRRG�VFDOHV�ZHUH�WKHQ�XVHG�E\�ILUVW�WDNLQJ�WKH�VXP�RI�WKH�SURGXFW RI�HDFK�IRRG�VFDOH�WLPHV�WKH�QXPEHU�RI�FKLOGUHQ�RI�WKDW�DJH��7KLV�VXP�UHSUHVHQWV�WKH�QXPEHU�RI�FKLOGUHQ�LQ�WKH�IDPLO\�H[SUHVVHG�LQ�WHUPV�RI�WKH�QXPEHU�RI�IRRG�HTXLYDOHQW�DGXOWV��)RU�H[DPSOH��LI�D���SHUVRQ�IDPLO\�KDG�DQ ��\HDU�ROG�FKLOG�DQG�D����\HDU�ROG�FKLOG��WKH�WZR�FKLOGUHQ�ZRXOG�EH�HTXLYDOHQW�WR�������DGXOWV�LQ�WHUPV�RI�WKHLU�QXWULWLRQDO�QHHGV��,I�IRRG�ZDV�DOORFDWHG�LQ�UHODWLRQ�WR�QXWULWLRQDO�QHHGV��WKHQ�WKH�FKLOGUHQ�ZRXOG�KDYH�UHFHLYHG����SHUFHQW�RI�WKH�IRRG�������������������� ��������ZKLFK�LV�RQO\�VOLJKWO\�OHVV�WKDQ�D�SHU�FDSLWD�DOORFDWLRQ�����SHUFHQW���7KLV�PHWKRG�RI�IRRG�DOORFDWLRQ�ZLOO�GHSDUWHYHQ�IXUWKHU�IURP�D�SHU�FDSLWD�DOORFDWLRQ�GHSHQGLQJ�XSRQ�WKH�DJHV�RI�WKH�FKLOGUHQ�LQ�WKH�IDPLO\��)RU�H[DPSOH��LI�WKH�VHFRQG�FKLOG�ZDV���\HDUV�ROG�LQVWHDG�RI����\HDUV�ROG��WKHQ����SHUFHQW������������������ �������RI�WKH�IRRG�EXGJHW�ZRXOG�EH�DOORFDWHG�WR�FKLOGUHQ�
7KH�86'$�XVHV�LQIRUPDWLRQ�IURP�WKH������1DWLRQDO�0HGLFDO�&DUH�([SHQGLWXUH�6XUYH\�WR�DOORFDWH�WKH�IDPLO\¶V�RXW�RI�SRFNHW�PHGLFDO�H[SHQVHV��8VLQJ�WKLV�VXUYH\��KHDOWK�FDUH�VFDOHV�ZHUH�GHYHORSHG�WKDW�DUH�VLPLODU�WR�WKH�DERYH�IRRG�VFDOHV��EXW�WKDW�UHODWH�WKH�DYHUDJH�VSHQGLQJ�RQ�FKLOGUHQ�WR�WKDW�RI�DGXOWV��)RU�FKLOGUHQ�OHVV�WKDQ���\HDUV�ROG��WKH�KHDOWK�FDUH�VFDOH�ZDV�������)RU�FKLOGUHQ���\HDUV�ROG�DQG�ROGHU� WKH�VFDOH�ZDV�������7KHVH�VFDOHV�ZHUH�XVHG�LQ�H[DFWO\�WKH�VDPH�PDQQHU�DV�IRRG�VFDOHV��)RU�H[DPSOH��IRU�WKH�IDPLO\�ZLWK�FKLOGUHQ�ZKR�DUH���DQG����\HDUV�ROG�����SHUFHQW������������������ �������RI�WKH�KHDOWK�FDUH�H[SHQVHV�ZRXOG�EH�DOORFDWHG�WR�WKH�WZR�FKLOGUHQ�
7UDQVSRUWDWLRQ�LV�WKH�ILQDO�FRPPRGLW\�VLQJOHG�RXW�IRU�VSHFLDO�WUHDWPHQW��7KH�86'$�DUJXHV�WKDW�ZRUN�UHODWHG�H[SHQVHV�VKRXOG�QRW�EH�DOORFDWHG�WR�WKH�FKLOGUHQ��EXW�DOO�RWKHU�WUDQVSRUWDWLRQ�H[SHQVHV�VKRXOG�EH�DOORFDWHG�RQ�D�SHU�FDSLWD�EDVLV��%DVHG�RQ�D������8�6��'HSDUWPHQW�RI�7UDQVSRUWDWLRQ�VWXG\�����SHUFHQW�RI�WUDQVSRUWDWLRQ�H[SHQVHV�ZHUH�IRU�ZRUN�UHODWHG�WUDYHO�LI�WKH�\RXQJHVW�FKLOG�LQ�WKH�IDPLO\�ZDV�OHVV�WKDQ���\HDUV�ROG��:KHQ�WKH�\RXQJHVW�FKLOG�ZDV���\HDUV�ROG�RU�ROGHU��WKH�VKDUH�IHOO�WR����SHUFHQW��7R�LOOXVWUDWH�WKLV�DOORFDWLRQ�SURFHGXUH��LW�ZLOO�EH�DVVXPHG�WKDW�WKH�IDPLO\�VSHQGV����SHUFHQW�RI�LWV�EXGJHW�RQ�WUDQVSRUWDWLRQ�DQG�KDV�WZR�FKLOGUHQ�ERWK�RYHU���\HDUV�ROG��7KHQ�WKH�IDPLO\�ZRXOG�EH�DVVXPHG�WR�VSHQG������SHUFHQW�RI�WKH�WRWDO�IDPLO\�EXGJHW�RQ�WUDQVSRUWDWLRQ�IRU�WKH�WZR�FKLOGUHQ�

7KLV�PHWKRG�GHSDUWV�VLJQLILFDQWO\�IURP�D�SXUH�SHU�FDSLWD�DOORFDWLRQ��HVSHFLDOO\�FRPSDUHG�WR�WKH�IRRG�DQG�KHDOWK�FDUH�DOORFDWLRQV��3HU�FDSLWD�DOORFDWLRQ�ZRXOG�KDYH�DWWULEXWHG����SHUFHQW�RI�WKH�WUDQVSRUWDWLRQ�EXGJHW�WR�WKH�FKLOGUHQ��%\�H[FOXGLQJ�URXJKO\����SHUFHQW�RI�WKH�WUDQVSRUWDWLRQ�EXGJHW�WR�EH�DOORFDWHG�WR�WKH�FKLOGUHQ��WKH�86'$�PHWKRGRORJ\�UHGXFHV�WKH�FKLOGUHQ¶V�DOORFDWLRQ�WR����SHUFHQW�RI�WKHWUDQVSRUWDWLRQ�EXGJHW�
$IWHU�WKHVH�DOORFDWLRQV�KDYH�EHHQ�PDGH��VWLOO�URXJKO\�RQH�KDOI�RI�WKH�IDPLO\¶V�EXGJHW�UHPDLQV�WR�EH�DOORFDWHG��7KH�86'$�DSSURDFK�WKHQ�HPSOR\V�D�SHU�FDSLWD�DOORFDWLRQ��QXPEHU�RI�FKLOGUHQ�IDPLO\�VL]H��WR�DOORFDWH�WKH�UHPDLQLQJ�H[SHQGLWXUH�FDWHJRULHV�WR�WKH�FKLOGUHQ�
$V�WKH�86'$�PHWKRGRORJ\�KDV�EHHQ�GHVFULEHG��WKH�VSHQGLQJ�RI�HDFK�IDPLO\�FDQ�EH�DOORFDWHG�WR�WKH�FKLOGUHQ�ZKHQ�WKHUH�LV�LQIRUPDWLRQ�DYDLODEOH�DERXW�WKH�IDPLO\¶V�VSHQGLQJ�SDWWHUQV�DQG�WKH�DJHV�DQG�QXPEHU�RI�FKLOGUHQ�LQ�WKH�IDPLO\�DUH�NQRZQ��,Q�WKH�UHVXOWV�SUHVHQWHG�LQ�WKH�QH[W�FKDSWHU��WKDW�LV�H[DFWO\�ZKDW�ZDV�GRQH��+RZHYHU��EHIRUH�H[DPLQLQJ�WKH�UHVXOWV�EDVHG�RQ�DOORFDWLRQV�GRQH�DW�WKH�IDPLO\�OHYHO��WKH�86'$�DSSURDFK�VKRXOG�EH�DSSOLHG�WR�WKH�DYHUDJH�VSHQGLQJ�SDWWHUQV�RI�IDPLOLHV�
7R�IRUPDOL]H�WKH�86'$�PHWKRGRORJ\��WKH�IROORZLQJ�QRWDWLRQ�ZLOO�EH�DGRSWHG�
(� �WKH�EXGJHW�VKDUH�RI�DGXOW�RU�H[FOXGHG�JRRGV²DGXOW�FORWKLQJ��WREDFFR�DQG�DOFRKRO��SHUVRQDO�LQVXUDQFH��DQG�PLVFHOODQHRXV�H[SHQGLWXUHV��?��&� �WKH�EXGJHW�VKDUH�RI�FKLOGUHQ¶V�JRRGV²FKLOG�FORWKLQJ��FKLOG�FDUH��DQG�HGXFDWLRQ�)� �WKH�EXGJHW�VKDUH�RI�IRRG�+� �WKH�EXGJHW�VKDUH�IRU�RXW�RI�SRFNHW�KHDOWK�FDUH�H[SHQGLWXUHV�7� �WKH�EXGJHW�VKDUH�IRU�WUDQVSRUWDWLRQ�U� �SHU�FDSLWD�DOORFDWLRQ� �QXPEHU�RI�FKLOGUHQ�IDPLO\�VL]H�I� �WKH�UHODWLYH�IRRG�QHHGV�RI�FKLOGUHQ�UHODWLYH�WR�WKH IDPLO\¶V�IRRG�QHHGV�K�� �WKH�DYHUDJH�VSHQGLQJ�RI�WKH�FKLOGUHQ�UHODWLYH�WR�WKH�DYHUDJH�IDPLO\�VSHQGLQJ�RQ�KHDOWK�FDUH��DQGZ� �WKH�SURSRUWLRQ�RI�WUDQVSRUWDWLRQ�H[SHQVHV�WKDW�DUH�ZRUN�UHODWHG�
8VLQJ�WKLV�QRWDWLRQ��WKH�86'$�PHWKRGRORJ\�ZRXOG�LQGLFDWH�WKDW WKH�SURSRUWLRQ�RI�WKH�IDPLO\¶V�WRWDO�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�ZRXOG�EH�HTXDO�WR
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$VVXPLQJ�WKDW�WKH�DYHUDJH�DJH�RI�D�FKLOG�LV�EHWZHHQ���DQG����\HDUV��WKH�YDOXHV�IRU�WKH�IRXU�DOORFDWLRQ�IDFWRUV�DUH�VKRZQ�LQ�([KLELW�������S���
1RWH�WKDW�WKLV�UHSRUW�XVHV�WKH�%/6¶V�GHILQLWLRQ�RI�FRPPRGLWLHV�WKDW�FRPSRVHG�WKH�PLVFHOODQHRXV�FDWHJRU\�
([KLELW����� �S����UHSRUWV�DYHUDJH�YDOXHV�IRU�&��)��+��7��DQG�(�IRU�IDPLOLHV�ZLWK�RQH� WZR��DQG�WKUHH�FKLOGUHQ��8VLQJ�WKHVH�DYHUDJH�YDOXHV�DQG�HTXDWLRQ����WKH�DYHUDJH�SURSRUWLRQ�RI�WRWDO�IDPLO\�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�ZRXOG�EH�HTXDO�WR������SHUFHQW�������SHUFHQW��DQG������SHUFHQW�IRU�RQH��WZR��DQG�WKUHH�FKLOGUHQ�UHVSHFWLYHO\��7KHVH HVWLPDWHV�VXJJHVW�WKDW�WKH�86'$�DSSURDFK�FDQ�EH�H[SHFWHG�WR�\LHOG�DOORFDWLRQV�WR�FKLOGUHQ�WKDW�DUH�VOLJKWO\�OHVV�WKDQ�D�SHU�FDSLWD�DOORFDWLRQ����������DQG����SHUFHQW��
/HW�6�GHQRWH�WKH�OHYHO�RI�WRWDO�IDPLO\�VSHQGLQJ��WKHQ�WKH�FKDQJH�LQ�WKH�VKDUH�RI�WKH�IDPLO\¶V�EXGJHW�GHYRWHG�WR�WKH�FKLOGUHQ�ZLWK�UHVSHFW�WR�FKDQJHV�LQ�6�LV�HTXDO�WR

7KH�GLUHFWLRQ�RI�WKH�WRWDO�LPSDFW�RI�D�FKDQJH�LQ�WKH�OHYHO�RI�WKH�IDPLO\¶V�WRWDO�VSHQGLQJ�RQ�WKH�SURSRUWLRQ�WKDW�LV�GHYRWHG�WR�WKH�FKLOGUHQ�FDQQRW�EH�GHWHUPLQHG�WKHRUHWLFDOO\�
,I�IRRG��KHDOWK�FDUH��DQG�WUDQVSRUWDWLRQ�H[SHQVHV�DUH�QHFHVVLWLHV��DQG�JRRGV�H[FOXVLYHO\�GHYRWHG�WR�FKLOGUHQ�DUH�OX[XULHV��WKHQ�WKH�SURSRUWLRQ�RI�WRWDO�IDPLO\�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�FDQ�EH�H[SHFWHG�WR�LQFUHDVH�ZLWK�WRWDO�VSHQGLQJ��+RZHYHU��LI�JRRGV�WKDW�DUH�H[SOLFLWO\�H[FOXGHG�IURP�EHLQJ�DOORFDWHG�WR�FKLOGUHQ�LQFUHDVH�ZLWK�WRWDO�VSHQGLQJ��WKHQ�WKH�WRWDO�LPSDFW�RI�LQFUHDVHV�LQ�WRWDO�VSHQGLQJFDQQRW�EH�GHWHUPLQHG�
7R�HYDOXDWH�ZKHWKHU�RU�QRW�SDUHQWV�FDQ�EH�H[SHFWHG�WR�GHYRWH�ODUJHU�RU�VPDOOHU�VKDUHV�RI�WKH�IDPLO\¶V�WRWDO�VSHQGLQJ�WR�WKHLU�FKLOGUHQ��WKH�EXGJHW�VKDUH�RI�YDULRXV�FRQVXPSWLRQ�FDWHJRULHV�ZLOO�EH�FRPSDUHG�ZLWK�WRWDO�VSHQGLQJ��8VLQJ�WKH�DQDO\VLV�VDPSOH��WKH�EXGJHW�VKDUH�RI�&��)��+��7��DQG�(�ZHUH�UHJUHVVHG�RQ�WKH�IDPLO\¶V�WRWDO�VSHQGLQJ�IRU�RQH���WZR���DQG�WKUHH�FKLOGUHQ�IDPLOLHV�VHSDUDWHO\��7KH�UHJUHVVLRQUHVXOWV�DUH�SUHVHQWHG�LQ�([KLELW����� �S�����7KH�DVWHULVN�LQGLFDWHV�WKDW�WKH�HIIHFW�RI�WRWDO�VSHQGLQJ�RQ�WKH�EXGJHW�VKDUH�ZDV�VLJQLILFDQW�DW�D���SHUFHQW�OHYHO�
)RU�DOO�QXPEHUV�RI�FKLOGUHQ��WKH�EXGJHW�VKDUH�RI�WKRVH�JRRGV�H[FOXGHG�IURP�DOORFDWLRQ��(��URVH�ZLWK�WRWDO�VSHQGLQJ��+RZHYHU�RQO\�LQ�WKH�FDVH�RI�IDPLOLHV�ZLWK�RQH�DQG�WZR�FKLOGUHQ�LV�WKLV�HIIHFW�VLJQLILFDQW��(PSOR\LQJ�WKHVH�HVWLPDWHV�DQG�WKH DVVXPSWLRQV�DERXW�WKH�SDUDPHWHUV��U��I��K� DQG�Z��HTXDWLRQ���SUHGLFWV�WKDW�VSHQGLQJ�RQ�FKLOGUHQ�VKRXOG�EH�H[SHFWHG�WR�LQFUHDVH�ZLWK�WRWDO�VSHQGLQJ��7KH�SULPDU\�IDFWRU�WKDW�FUHDWHV�WKLV�UHVXOW�LV�WKH�UHODWLYHO\�ODUJH�HVWLPDWHG�LQFRPH�VKDUH�HODVWLFLW\�RI�IRRG��
:KDW�KDV�EHHQ�GHVFULEHG�DV�WKH�86'$�PHWKRGRORJ\�LV�QRW�SUHFLVHO\�KRZ�WKH�86'$�SURFHHGV��EXW�LW�LV�LQ�WKH�VSLULW�RI�LWV�DSSURDFK��6SHFLILFDOO\��WKH�86'$�KDV�DGRSWHG�VHYHQ�FDWHJRULHV������IRRG������KRXVLQJ�PLQXV�FKLOG�FDUH�H[SHQVHV������WUDQVSRUWDWLRQ��LQFOXGLQJ�WKH�QHW�RXWOD\V�IRU�QHZ�DQG�XVHG�YHKLFOHV�������FKLOGUHQ¶V�FORWKLQJ������KHDOWK�FDUH������FRPELQHG�FKLOG�FDUH�DQG�HGXFDWLRQ�H[SHQVHV��DQG�����DQ�´RWKHU´�FDWHJRU\�WKDW�FRPELQHV�SHUVRQDO�FDUH��HQWHUWDLQPHQW��DQG�UHDGLQJ�PDWHULDO��7KH�86'$�DOORFDWHV�WKH�FRQVXPSWLRQ�LQ�HDFK�RI�WKH�VHYHQ�FDWHJRULHV�WR�HDFK�FKLOG�XVLQJ�WKH�DERYH�GHVFULEHG�DOORFDWLRQ�PHWKRGV��,W�WKHQ�FRQGXFWV�D�PXOWLYDULDWH�DQDO\VLV�RI�WKH�H[SHQGLWXUHV�IRU�WKH�\RXQJHVW�FKLOG�LQ�HDFK�RI�WKH�VHYHQ�FDWHJRULHV��FRQWUROOLQJ�IRU�WKH�QXPEHU�RI FKLOGUHQ��DJH�RI�WKH�\RXQJHU�FKLOG�LQ�WKH�WZR�FKLOG�IDPLO\��DQG�WKH�IDPLO\¶V�EHIRUH�WD[�LQFRPH��QRW�WRWDO�VSHQGLQJ���7KHQ��XVLQJ�WKH�VDPSOH�RI�IDPLOLHV�ZLWK�WZR�FKLOGUHQ��D�VLPLODU�DQDO\VLV�LV�FRPSOHWHG�IRU�WKH�ROGHU�FKLOG��FRQWUROOLQJ�IRU�KLV�RU�KHU�DJH�DV�ZHOO�DV�LQFRPH��7KLV�DQDO\VLV�VKRZV�WKDW�DIWHU�FRQWUROOLQJ�IRU�DQ\�GLIIHUHQFHV�LQ�FKLOGUHQ¶V�DJHV��WKH�IDPLO\¶V�H[SHQGLWXUHV�RQ�WKH�ROGHU�FKLOG�DUH�URXJKO\�HTXDO�WR�WKH�DPRXQW�RI�VSHQGLQJ�RQ�WKH�\RXQJHU�FKLOG��?��
)LQDOO\��WKH�86'$�HVWLPDWHV�DQ�DGMXVWPHQW�IRU�WKH�QXPEHU�RI�FKLOGUHQ�WR�UHIOHFW�HFRQRPLHV�RI�VFDOH�LQ�IDPLO\�FRQVXPSWLRQ�E\�FRQGXFWLQJ�D�WKLUG�PXOWLYDULDWH�DQDO\VLV�RI�WKH�VHYHQ�FRQVXPSWLRQ�FDWHJRULHV��7KH�UHVXOWV�RI�WKLV�DQDO\VLV�VXJJHVW�WKDW�IDPLOLHV�ZLWK�RQH�FKLOG�VSHQG����SHUFHQW�PRUH�RQ�WKH�VLQJOH�FKLOG�WKDQ�D�IDPLO\�ZLWK�WZR�FKLOGUHQ�GRHV�RQ�HDFK�RI�WKHLU�FKLOGUHQ�VHSDUDWHO\��)DPLOLHV�ZLWK�WKUHH�RU�PRUH�FKLOGUHQ�VSHQG����SHUFHQW�OHVV�SHU�FKLOG�WKDQ�GRHV�D�IDPLO\�ZLWK�WZR�FKLOGUHQ��
7R�HVWLPDWH�WKH�H[SHQGLWXUHV RQ�D FKLOG��WKH�86'$�FRPSXWHV�IRU�HDFK�FKLOG�LQ�WKH�IDPLO\�WKH�H[SHFWHG�H[SHQGLWXUHV�RQ�HDFK�RI�WKH�VHYHQ�FRPPRGLW\�FDWHJRULHV�JLYHQ�WKH�FKLOG¶V�DJH�DQG�WKH�IDPLO\¶V�LQFRPH��7KH�HFRQRPLHV�RI�VFDOH�DGMXVWPHQW�LV�WKHQ�DSSOLHG�WR�WKH�VXP�RI�WKH�H[SHFWHG�FRQVXPSWLRQ�IRU�DOO�FKLOGUHQ�LQ�WKH�IDPLO\�WR�DUULYH�DW�WKH�ILQDO�HVWLPDWH�RI�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�
7KH�GLIIHUHQFH�EHWZHHQ�WKH�DFWXDO�SURFHGXUHV�XVHG�E\�WKH�86'$�DQG�WKLV�VWXG\�LV�ZKHUH�DQG�ZKHQ�WKH�DYHUDJLQJ�RI�WKH�HVWLPDWHV�RI�VSHQGLQJ�RQ�FKLOGUHQ�LV�SHUIRUPHG��,Q�WKLV�VWXG\��WKH�DYHUDJLQJ�LV�GRQH�DW�WKH�ILQDO�VWDJH�ZKHQ�HVWLPDWHV�RI�WKH�SURSRUWLRQ�RI�WRWDO�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�DUH�DYHUDJHG�DFURVV�VLPLODU�IDPLOLHV��,Q�WKH�86'$�DSSURDFK��WKH�DYHUDJLQJ�LV�GRQH�DW�WKH�ILUVW�VWHS�ZKHQ�WKH�PXOWLYDULDWH�DQDO\VLV�RI�WKH�VHYHQ�VHSDUDWH�FRPPRGLW\�FDWHJRULHV�LV�SHUIRUPHG��,W�LV�DW�WKLV�VWDJH�ZKHUH�WKH�GLIIHUHQFHV�EHWZHHQ�IDPLOLHV�DUH�HOLPLQDWHG�LQ�WKH�86'$�SURFHGXUH��2QO\�LI�]HUR�YDOXHV�IRU�WKH�LQGLYLGXDO�FRQVXPSWLRQ�FDWHJRULHV�VLJQLILFDQWO\�DIIHFWWKH�DYHUDJLQJ�SURFHGXUH�LQ�WKH�86'$�DSSURDFK�VKRXOG�WKHVH�WZR�GLIIHUHQW�SURFHGXUHV�EH�H[SHFWHG�WR�SURGXFH�GLIIHUHQW�UHVXOWV�
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,QGLUHFW�(VWLPDWHV²(QJHO�DQG�5RWKEDUWK�0HWKRGRORJLHV
:KLOH�WKH�DSSURDFK�WDNHQ�E\�WKH�86'$�LV�VWUDLJKWIRUZDUG�DQG�UHODWLYHO\�HDV\�WR�XQGHUVWDQG��LWV�PDLQ�ZHDNQHVV�LV�WKH�UDWKHU�DUELWUDU\�PDQQHU�LQ�ZKLFK�LW�DOORFDWHV�URXJKO\�RQH�KDOI�RI�WKH�IDPLO\¶V�VSHQGLQJ��7KH�XVH�RI�D�SHU�FDSLWD�DOORFDWLRQ�EULQJV�WKH�ZKROH�PHWKRGRORJ\�LQWR�TXHVWLRQ��7KH�XVH�RI�WKLV�XQWHVWDEOH�DVVXPSWLRQ�PD\�EH�FRQVLGHUHG�ZKROO\�XQUHDVRQDEOH�DQG�FDQ�OHDG�WR�RYHUVWDWLQJ�KRZ�PXFK�SDUHQWV�WUXO\�VSHQG�RQ�WKHLU�FKLOGUHQ��%XW�ZLWKRXW�DQ\�RWKHU�DGGLWLRQDO�LQIRUPDWLRQ�DERXW�KRZ�LQGLYLGXDO�PHPEHUV�FRQVXPH�RU�XWLOL]H�WKH�VSHFLILF�FRQVXPSWLRQ�LWHPV��ZKDW�DOWHUQDWLYH�DVVXPSWLRQV�FDQ�EH�PDGH"
2QH�DOWHUQDWLYH�DSSURDFK�WR�WKH�DOORFDWLRQ�SUREOHP�ZRXOG�EH�WR�IRFXV�RQ�KRZ�SDUHQWV�UHDOORFDWH�FRQVXPSWLRQ�ZLWKLQ�WKH�KRXVHKROG�LQ�RUGHU�WR�PDNH�URRP�IRU�WKHLU�FKLOGUHQ¶V�FRQVXPSWLRQ��%\�FRPSDULQJ�WKH�FRQVXPSWLRQ�GHFLVLRQV�RI�SDUHQWV�ZLWK FKLOGUHQ�DQG�PDUULHG�FRXSOHV�ZLWKRXW�FKLOGUHQ��WKH�HFRQRPLF�FRVWV�RI�WKH�FKLOGUHQ�FDQ�EH�LQGLUHFWO\�REVHUYHG�IURP�WKH�GLIIHUHQFHV�LQ�FRQVXPSWLRQ�SDWWHUQV��:KHQ�XQGHUWDNLQJ�WKLV�FRPSDULVRQ�EHWZHHQ�IDPLOLHV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ��HYHU\WKLQJ�HOVH�ZRXOG�EH�KHOG�FRQVWDQW�LQ�WKH�FRPSDULVRQ�WR�PDNH�VXUH�WKDW�DQ\�UHPDLQLQJ�GLIIHUHQFHV�FRXOG�UHDVRQDEO\�EH�DWWULEXWHG�WR�WKH�SUHVHQFH�RI�WKH�FKLOGUHQ��:KLOH�WKHFKDUDFWHULVWLFV�RI�WKH�DGXOWV�DQG�WKH�PDUNHW�SULFHV�WKDW�WKH\�IDFH�VKRXOG�EH�KHOG�FRQVWDQW��WKH�VWDQGDUG RI�OLYLQJ²RU�WKH�IDPLO\¶V�ZHOO�EHLQJ²VKRXOG�DOVR�EH�KHOG�FRQVWDQW�DFURVV�WKH�WZR�IDPLOLHV�
7KH�GLIILFXOW\�ZLWK�WKLV�DSSURDFK�LV�WKDW�LW�WUDGHV�RQH�SUREOHP�IRU�DQRWKHU��1RZ��WKH�HFRQRPLF�ZHOO�EHLQJ�RI�WKH�IDPLO\�QHHGV�WR�EH�KHOG�FRQVWDQW��EXW�WKLV�FDQQRW�EH�GRQH�GLUHFWO\��)DFHG�ZLWK�WKLV�GLOHPPD��WKH�QH[W�EHVW�VWHS�LV�WR�ILQG�DQ�REVHUYDEOH�SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ�WKDW�FDQ�EH�PHDVXUHG�DQG�KHQFH�KHOG�FRQVWDQW�
7KH�VHDUFK�IRU�DQ�HFRQRPLF�SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ�KDV�EHHQ�GLIILFXOW�DQG�QRW�ZKROO\�VXFFHVVIXO��7KH�XVH�RI�LQFRPH�RU�HYHQ�WRWDO�H[SHQGLWXUHV�LQ�WKH�IDPLO\�ZRXOG�EH�XQDFFHSWDEOH�PHDVXUHV�RI�D�IDPLO\¶V�ZHOO�EHLQJ��$OVR��IDPLOLHV�WKDW�ERWK�KDYH�WKH�VDPH�WRWDO�H[SHQGLWXUHV�RU�LQFRPH��EXW�RQH�KDV�FKLOGUHQ�DQG�WKH�RWKHU�GRHV�QRW�KDYH�FKLOGUHQ��FRXOG�QRW�SRVVLEO\�EH�HTXDOO\�ZHOO�RII��VLQFH��DW�D�PLQLPXP��WKH�IDPLO\�ZLWK�FKLOGUHQ�ZRXOG�KDYH�PRUH�PRXWKV�WR�IHHG�DQG�PRUH�ERGLHV�WR�FORWKH�DQG�VKHOWHU�WKDQ�WKH�IDPLO\�ZLWKRXW�FKLOGUHQ�
$�FRQFHSW�WKDW�FRXOG�LQ�SULQFLSOH�EH�PHDVXUHG�IRU�DOO�IDPLOLHV�LV�QHHGHG�ZKHQ�VHDUFKLQJ�IRU�D�SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��7KLV�ZRXOG�UHVWULFW�D�VHDUFK�WR�JRRGV�WKDW�ZHUH�QHFHVVLWLHV²JRRGV�WKDW�DUH�´QHHGHG´�DQG�KHQFH�SXUFKDVHG�E\�DOO�IDPLOLHV��2I�JRRGV�WKDW�DUH�QHFHVVLWLHV��IRRG�LV�DQ H[DPSOH��DQG�LW�ZDV�WKLV�FRQVXPSWLRQ�LWHP�WKDW�(QJHO�IRFXVHG�RQ�RYHU�����\HDUV�DJR�DV�DQ�DSSURSULDWH�SUR[\�IRU�D�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��?��
-XVW�EHFDXVH�IRRG�LV�SXUFKDVHG�E\�DOO�IDPLOLHV��KRZHYHU��GRHV�QRW�PDNH�LW�D�VXIILFLHQW�SUR[\�IRU�IDPLO\�ZHOO�EHLQJ��$W�D�PLQLPXP��WKH�SUR[\�VKRXOG�PRYH�LQ�WKH�VDPH�GLUHFWLRQ�ZLWK�NQRZQ�FKDQJHV�LQ�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��(QJHO�REVHUYHG�WKDW�IRRG�FRQVXPSWLRQ�GLG�LQGHHG�PHHW�WKLV�DGGLWLRQDO�QHFHVVDU\�FRQGLWLRQ��,W�FDQ�UHDVRQDEO\ EH�DVVXPHG�WKDW�LI�WKH�QXPEHU�RI�IDPLO\�PHPEHUV�LV�KHOG�FRQVWDQW��DQ�LQFUHDVH�LQ�WKH�IDPLO\¶V�WRWDO�H[SHQGLWXUHV�VKRXOG�PDNH�WKH�IDPLO\�EHWWHU�RII��:KDW�(QJHO�REVHUYHG�ZDV�WKDW�ZKHQ�WRWDO�VSHQGLQJ�LQFUHDVHG��WKH�IDPLO\�VSHQW�PRUH�RQ�IRRG��EXW�WKH�VKDUH�RI IRRG�LQ�WKH�IDPLO\¶V�EXGJHW�IHOO��7KLV�LV�ZKDW�VKRXOG�EH�H[SHFWHG�LI�IRRG�LV�D�QHFHVVLW\��DQG�LW�LV�DOVR�ZKDW�ZDV�IRXQG�LQ�([KLELW����� �S�����7KLV�LQGLFDWHV�WKDW�IRRG�VKDUHV�DUH�SRWHQWLDOO\�DQ�LQYHUVH�SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��WKDW�LV��WKH\�PRYH�LQ�RSSRVLWH�GLUHFWLRQV�
&RPSDULQJ�IDPLOLHV�ZLWK�GLIIHUHQW�QXPEHUV�RI�PHPEHUV�EXW�WKDW�KDYH�WKH�VDPH�OHYHO�RI�WRWDO�VSHQGLQJ�VKRXOG�DOVR�FUHDWH�GLIIHUHQFHV�LQ�ZHOO�EHLQJ�DFURVV�WKH�IDPLOLHV��+HUH��LW�ZRXOG EH�H[SHFWHG�WKDW�DV�WKH�QXPEHU�RI�IDPLO\�PHPEHUV�LQFUHDVHV��WKH�IDPLO\�ZRXOG�EH�ZRUVH�RII��7KXV��LI�IRRG�VKDUHV�DUH�WUXO\�DQ�LQYHUVH�SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��LW�ZRXOG�EH�H[SHFWHG�WKDW�IRRG¶V�VKDUH�RI�WKH�IDPLO\EXGJHW�VKRXOG�ULVH�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ�LI�WKH�OHYHO�RI�WRWDO�VSHQGLQJ�LV�KHOG�FRQVWDQW��:KLOH�WKH�WRWDO�OHYHO�RI�VSHQGLQJ�ZDV�QRW�H[DFWO\�KHOG�FRQVWDQW��([KLELW����� �S���� VKRZV�WKDW�WKH�QXPEHU�RI�FKLOGUHQ�GRHV�LQFUHDVH�WKH�VKDUH�RI�WKH�IDPLO\�EXGJHW�GHYRWHG�WR�IRRG�
7KHVH�REVHUYDWLRQV�OHG�(QJHO�DQG�PDQ\�RWKHU�UHVHDUFKHUV�VXFK�DV�(VSHQVKDGH�?�� WR�DGRSW�IRRG�VKDUHV�DV�D��LQYHUVH��SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��:KHQ�IRRG�VKDUHV�DUH�XVHG�DV�WKH SUR[\��WKLV�DSSURDFK�LV�GHQRWHG�DV�WKH�(QJHO�PHWKRGRORJ\��%XW�IRRG�LV�MXVW�RQH�FRPSRQHQW�RI�WKH�EXQGOH�RI�JRRGV�WKDW�DUH�EHOLHYHG�WR�EH�QHFHVVLWLHV��+RXVLQJ��FORWKLQJ��DQG�PHGLFDO�FDUH�ZRXOG�ILW�WKH�HFRQRPLF�GHILQLWLRQ�RI�D�QHFHVVLW\�ZKHUH�WKH�VKDUH�RI�WKH�EXGJHW�GHYRWHG�WR�WKLV�JURXS�RI�JRRGV�IDOOV�ZLWK�LQFUHDVHG�WRWDO�VSHQGLQJ�RI�WKH�IDPLO\��:DWWV�SURSRVHG�ZHOO�EHLQJ�SUR[LHV�EDVHG�XSRQ�WKLV�ZLGHU�VHW�RI�FRQVXPSWLRQ�LWHPV��LQFOXGLQJ�IRRG��?�� 7KLV�DSSURDFK��GHQRWHG�DV�WKH�,VR� 3URS�PHWKRG��LV�QRW�HPSLULFDOO\�H[DPLQHG�LQ�WKLV�UHSRUW�
7R�LOOXVWUDWH�KRZ�(QJHO�HVWLPDWHV�DUH�DUULYHG�DW��LW�LV�DVVXPHG�WKDW�WKH�EXGJHW�VKDUH�LV�D�OLQHDU�IXQFWLRQ�RI�����D�VHW�RI�FKDUDFWHULVWLFV�RI�WKH�DGXOWV�LQ�WKH�IDPLO\��J�;��������WKH�SURSRUWLRQ�RI�WKH�IDPLO\�WKDW�LV�LQ�GLIIHUHQW�DJH�JURXSV��D�.��������WKH�ORJ�RI�WKH�IDPLO\�VL]H��DQG�����WKH�ORJ�RI�SHU�FDSLWD�WRWDO�VSHQGLQJ��7KLV�IXQFWLRQDO�IRUP�LV�EDVHG�RQ�WKH�ZRUN�RI�:RUNLQJ�?�� DQG�PRUH�UHFHQWO\�E\�'HDWRQ�DQG� D[VRQ��?�� DOO�RI�ZKRP�IRXQG�LW�WR�ILW�WKH�GDWD�TXLWH�ZHOO��$VVXPLQJ�WKDW�WKH�VDPSOH�KDV�EHHQ�UHVWULFWHG�WR�WZR�DGXOWV�DQG�ZKHUH�.�LV�WKH�QXPEHU�RI�FKLOGUHQ�LQ�WKH�IDPLO\��WKH�SURSRVHG�HTXDWLRQ�IRU�WKH�IRRG�EXGJHW�VKDUH��)��ZRXOG�EH�HTXDO WR�?��
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,I�IRRG�LV�D�QHFHVVLW\��WKHQ�E�VKRXOG�EH�QHJDWLYH��,I�WKH�IRRG�VKDUH�LV�WR�LQFUHDVH�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ��IDPLO\�VL]H�²DVVXPLQJ�WRWDO�VSHQGLQJ��6��LV�KHOG�FRQVWDQW²WKHQ

7KLV�IXQFWLRQDO�IRUP�ZDV�FKRVHQ�EHFDXVH�LW�VHSDUDWHV�WKH�YDULRXV�HIIHFWV�WKDW�GLIIHUHQFHV�LQ�IDPLOLHV�FDQ�KDYH�RQ�WKH�SURSRUWLRQ�RI�VSHQGLQJ�GHYRWHG�WR�IRRG�FRQVXPSWLRQ��+ROGLQJ�SHU�FDSLWD�WRWDO�VSHQGLQJ�FRQVWDQW��LQFOXGLQJ�WKH�ORJ�RI�IDPLO\�VL]H��DFFRXQWV�IRU�DQ�DGGLWLRQDO�HIIHFW�RI�WKH�VL]H�RI�WKH�IDPLO\�RQ�IRRG�FRQVXPSWLRQ�DQG�LV�LQWHQGHG�WR�FDSWXUH�WKH�HIIHFW�RI�HFRQRPLHV�RI�VFDOH��&KLOGUHQ�DOVR�ZLOO�HQWHU�WKH�PRGHO�E\�DOWHULQJ�WKH�DJH�FRPSRVLWLRQ�RI�WKH�IDPLO\��7KLV�HIIHFW�LV�FDSWXUHG�LQ�WKH�PRGHO�QRWDWLRQ�E\�WKH�WHUP��D�.���6SHFLILFDOO\��WKH�DJH�FRPSRVLWLRQ�RI�WKH�IDPLO\�ZLOO�EH�FDSWXUHG�E\�D�VHULHV�RI�YDULDEOHV�UHSUHVHQWLQJ�WKH�SURSRUWLRQ�RI�WKH�IDPLO\�ZKRVHDJHV�IDOO�LQWR�D�JLYHQ�LQWHUYDO��7KHVH�YDULDEOHV�VKRXOG�UHIOHFW�GLIIHUHQFHV�LQ�WKH�DJH�FRPSRVLWLRQ�DQG�QRW�WKH�VL]H�RI�WKH�IDPLO\��7KH�ILQDO�WHUP��J�;���FDSWXUHV�WKH�HIIHFW�RI�RWKHU�GLIIHUHQFHV�LQ�IDPLOLHV�WKDW�DUH�QRW�GLUHFWO\�UHODWHG�WR�WKH�VL]H�RI�WKH�IDPLO\�RU�LWV�DJH�FRPSRVLWLRQ��([DPSOHV�RI�WKHVH�IDFWRUV�FRXOG�LQFOXGH�WKH�HGXFDWLRQ�DQG�UDFH�RI�WKH�SDUHQWV�
(QJHO�DVVXPHV�WKDW�LI�WKH�IRRG�VKDUH�HTXDWLRQ�PHHWV�WKHVH�UHVWULFWLRQV��WKHQ�LW�ZLOO�EH�D JRRG�SUR[\�IRU�WKH�IDPLO\¶V�VWDQGDUG�RI�OLYLQJ��7KH�QH[W�VWHS�LQ�WKH�(QJHO�PHWKRGRORJ\�LV�WR�DVN�DW�ZKDW�OHYHO�RI�WRWDO�VSHQGLQJ��6���ZRXOG�D�PDUULHG�FRXSOH�ZLWK�QR�FKLOGUHQ�EH�HTXDOO\�DV�ZHOO�RII�DV�D�PDUULHG�FRXSOH�ZLWK�.�FKLOGUHQ�DQG�6.�DPRXQW�RI�WRWDO�H[SHQGLWXUHV��7KH�IROORZLQJ�HTXDWLRQ�LV�QHFHVVDU\�ZKHQ�FRPSXWLQJ�WKLV�OHYHO�RI�VSHQGLQJ��HTXDWH�WKH�IRRG�VKDUHV�HTXDWLRQ�DQG�VROYH�IRU�6�

$WWULEXWLQJ�WKH�GLIIHUHQFH�6.�6��DV�WKH�H[SHQGLWXUHV�PDGH�RQ�EHKDOI�RI�WKH�.�FKLOGUHQ��WKHQ�WKH�SURSRUWLRQ�RI�WRWDO�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�ZRXOG�EH�HTXDO�WR�

&RPSDUHG�WR�WKH�DOORFDWLRQ�RI�FRQVXPSWLRQ�ZLWKLQ�WKH�IDPLO\�EDVHG�RQ�WKH�FKLOGUHQ¶V�UHODWLYH�UHSUHVHQWDWLRQ�LQ�WKH�IDPLO\��.����.����HTXDWLRQ���LPSOLHV�WKDW�LI<�!���WKHQ�FKLOGUHQ�UHFHLYH�OHVV�WKDQ�WKHLU�UHODWLYH�UHSUHVHQWDWLRQ�LQ�WKH�IDPLO\��RU<� ���WKHQ�SHU�FDSLWD�DOORFDWLRQ�LV�DSSURSULDWH��RU<�����WKHQ�FKLOGUHQ�UHFHLYH�PRUH�WKDQ�WKHLU�UHODWLYH�UHSUHVHQWDWLRQ�LQ�WKH�IDPLO\�
:KLOH�WKLV�VXJJHVWV�WKDW�WKH�GDWD�ZLOO�GHWHUPLQH�WKH�DSSURSULDWH�DOORFDWLRQ�RI�FRQVXPSWLRQ�WR�WKH�FKLOGUHQ�DQG�QRW�WKH�PRGHO��WKH�PDLQWDLQHG�K\SRWKHVLV�LV�WKDW�WKH�FKLOGUHQ¶V�VKDUH�RI�WRWDO�VSHQGLQJ�LV�OHVV�WKDQ�WKHLU�UHODWLYH�UHSUHVHQWDWLRQ�LQ�WKH�IDPLO\��DQG�KHQFH�LW�ZRXOG�EH�H[SHFWHG�WKDW

,Q�RWKHU�ZRUGV��DGGLQJ�FKLOGUHQ�WR�WKH�IDPLO\�VKRXOG�UHGXFH�WKH�VKDUH�RI�WKH�EXGJHW�GHYRWHG�WR�IRRG�ZKHQ�SHU�FDSLWD�IDPLO\�WRWDO�VSHQGLQJ�LV�KHOG�FRQVWDQW��,Q�WKH�DEVHQFH�RI�DQ\�VLJQLILFDQW�HIIHFWV�RI�WKH�DJH�FRPSRVLWLRQ�RQ�WKH�IDPLO\¶V�IRRG�FRQVXPSWLRQ��G�ZRXOG�WKHQ�EH�H[SHFWHG�WR�EH�QHJDWLYH�
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*RUPDQ�GHPRQVWUDWHG�WKDW�WKH�(QJHO�DSSURDFK�ZDV�FRQVLVWHQW�ZLWK�WUDGLWLRQDO�FRQVXPHU�WKHRU\�XQGHU�WKH�DVVXPSWLRQ�WKDW�WKH�HFRQRPLHV�RI�VFDOH�LQ�IRRG�FRQVXPSWLRQ�ZHUH�WKH�VDPH�DV�IRU�DOO�RWKHU�JRRGV��?�� :KLOH�WKLV�DVVXPSWLRQ�FDQ�EH�XVHG�WR�MXVWLI\�WKLV�DSSURDFK��LW�FDQ�FRQYHUVHO\�EH�XVHG�WR�FDVW�GRXEW�XSRQ�WKH�HQWLUH�HQGHDYRU��'HDWRQ�DQG�3D[VRQ�REVHUYHG�WKDW�WKH�VFDOH�HFRQRPLHV�LQ�IRRG�FRQVXPSWLRQ�ZHUH�TXLWH�GLIIHUHQW�IURP�RWKHU�JRRGV��)RU�H[DPSOH��WKH�UHODWLYH�GHJUHH�WR�ZKLFK�IDPLOLHV�VKDUH�KRXVLQJ�LPSOLHV�WKDW�WKH�VFDOH�HFRQRPLHV�RI�KRXVLQJ�DUH�PRVW�OLNHO\�ODUJHU�WKDQ�WKH�VFDOH�HFRQRPLHV�IRU�IRRG��'HDWRQ�DQG�3D[VRQ�UHDVRQHG�WKDW�WKH�GLIIHUHQWLDO�VFDOH�HIIHFW�ZRXOG�KDYH�WKH�VDPH�LPSDFW�RQ�WKH�IDPLO\¶V�FRQVXPSWLRQ�GHFLVLRQV�DV�D�FKDQJH�LQ�WKH�UHODWLYH�SULFH�RI�IRRG��7KH�RQO\�DVVXPSWLRQ�WKDW�ZRXOG�UDWLRQDOL]H�WKH�(QJHO�DSSURDFK�ZRXOG�EH�WKDW�WKH�IDPLO\�GRHV�QRW�UHVSRQG�WR�WKLV�FKDQJH�LQ�UHODWLYH�SULFHV��+RZHYHU��LI�WKLV�ZHUH�WUXH��WKHQ�WKH�LPSDFW�RI�DGGLQJ�D�FKLOG�WR�WKH�IDPLO\²KROGLQJ�SHU�FDSLWD�WRWDO�VSHQGLQJ�FRQVWDQW²ZRXOG�EH�WRLQFUHDVH�WKH�EXGJHW�VKDUH�RI�IRRG��7KLV�ZRXOG�LPSO\�WKDW�WKH�VKDUH�RI�WKH�IDPLO\�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�LV�PRUH�WKDQ�WKHLU�UHODWLYH�UHSUHVHQWDWLRQ�LQ�WKH�IDPLO\��2Q�WKH�RWKHU�KDQG��D�QHJDWLYH�HIIHFW�RI�FKLOGUHQ�ZRXOG�LPSO\�WKDW�WKH�IDPLO\�GLG�LQ�IDFW�UHVSRQG�WR�WKH�GLIIHUHQWLDO�VFDOH�HFRQRPLHV��%XW�WKHQ�WKH�(QJHO�DSSURDFK�FDQQRW�LGHQWLI\�WKH�DPRXQW�RI�FRPSHQVDWLRQ�UHTXLUHG�WR�HTXDWH�WKH�VWDQGDUG�RI�OLYLQJ�RI�IDPLOLHV�ZLWK�FKLOGUHQ�WR�WKRVH�ZLWKRXW�FKLOGUHQ��?��
'HDWRQ�DQG�3D[VRQ�SUHVHQW�WKH�IROORZLQJ�GLOHPPD��7KH�(QJHO�PHWKRG�ZLOO�SURGXFH�ELDVHG�HVWLPDWHV�RI�KRZ�PXFK�SDUHQWV�VSHQG�RQ�WKHLU�FKLOGUHQ��EXW�LW�ZLOO�QRW�EH�NQRZQ�ZKHWKHU�WKH�ELDV�VHUYHV�WR�DOORFDWH�PRUH�RU�OHVV�WR�WKH�FKLOGUHQ��*LYHQ�WKLV�SRWHQWLDO�VWDWH�RI�DIIDLUV��LW�PDNHV�VHQVH�WR�TXHVWLRQ�ZKHWKHU�UHO\LQJ�RQ�WKH�(QJHO�PHWKRG�WR�LQIRUP�SROLF\�LV�ZLVH�
$�VHFRQG�LQGLUHFW�DOWHUQDWLYH�WR�WKH�DOORFDWLRQ�SUREOHP�LV�WKH�5RWKEDUWK�PHWKRG��7KLV�DSSURDFK�LV�EDVHG�RQ�WKH�IROORZLQJ�REVHUYDWLRQ��ZLWKRXW�DQ\�DGGLWLRQDO�UHVRXUFHV�WR�WKH�IDPLO\��SDUHQWV�PXVW�PDNH�URRP�IRU�WKH�FRQVXPSWLRQ�RI�WKHLU�FKLOGUHQ�E\�UHGXFLQJ�SXUFKDVHV�WKH\�PDNH�IRU�WKHPVHOYHV��$GXOW�FORWKLQJ�FDQ�EH�FRQVLGHUHG�DV�D�SUR[\�IRU�DOO�DGXOW�VSHQGLQJ��,I�5RWKEDUWK�LV�FRUUHFW��WKHQ�VSHQGLQJ�RQ�DGXOW�FORWKLQJ�ZRXOG�EH�H[SHFWHG�WR�IDOO�DV�WKH�QXPEHU�RI�FKLOGUHQ�LQFUHDVHV��2Q�DYHUDJH��FRXSOHV�ZLWKRXW�FKLOGUHQ�VSHQG��������RQ�DGXOW�FORWKLQJ��ZKLOH�SDUHQWV�ZLWK�RQH��WZR��DQG�WKUHH�RU�PRUH�FKLOGUHQ�VSHQG�������������DQG������UHVSHFWLYHO\��5RWKEDUWK�VXJJHVWHGWKDW�E\�H[DPLQLQJ�KRZ�DGXOW�JRRGV�YDULHG�E\�IDPLO\�W\SH�DQG�WRWDO�VSHQGLQJ�RQH�FRXOG�LQIHU�KRZ�PXFK�WRWDO�VSHQGLQJ�ZRXOG�EH�UHTXLUHG�WR�PDNH�IDPLOLHV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ�HTXDOO\�ZHOO�RII��?��
7KH�VDPH�IXQFWLRQDO�IRUP�DV�IRRG�FRQVXPSWLRQ�ZLOO�EH�XVHG�WR�GHVFULEH�WKH�VSHQGLQJ�SDWWHUQV�RI�IDPLOLHV�RQ�DGXOW�FORWKLQJ��,Q�SDUWLFXODU��LW�ZLOO�EH�DVVXPHG�WKDW

ZKHUH�$�GHQRWHV�WKH�GROODU�SXUFKDVHV�RI�DGXOW�FORWKLQJ�DQG�DOO�RWKHU�YDULDEOHV��;�.�6��DUH�GHILQHG�WKH�VDPH�DV�WKH\�DUH�DERYH��)RU�DGXOW�JRRGV�WR�EH�D�SUR[\�IRU�WKH�IDPLO\¶V�ZHOO�EHLQJ��LQFUHDVHV�LQ�WRWDO�VSHQGLQJ�VKRXOG�LQFUHDVH�VSHQGLQJ�RQ�DGXOW�JRRGV��O!����$OVR��DV�PRUH�FKLOGUHQ�DUH�DGGHG�WR�WKH�IDPLO\�ZKLOH�KROGLQJ�WRWDO�VSHQGLQJ�FRQVWDQW��DGXOW�VSHQGLQJ��ZHOO�EHLQJ��VKRXOG�GHFOLQH��7KLV�ODWWHU�FRQGLWLRQ�UHTXLUHV�WKDW

,JQRULQJ�WKH�LPSDFW�WKDW�WKH�UHODWLYH�DJH�FRPSRVLWLRQ�KDV�RQ�DGXOW�FORWKLQJ�SXUFKDVHV��WKLV�UHVWULFWLRQ�ZLOO�EH�PHW�LI�W�LV�OHVV�WKDQ�O��7KLV�FRQGLWLRQ�GRHV�QRW�UHTXLUH�W�WR�EH�QHJDWLYH�DV�ZDV�UHTXLUHG�IRU�WKH�HIIHFW�RI�WKH�ORJ�RI�IDPLO\�VL]H�RQ�IRRG�FRQVXPSWLRQ�KROGLQJ�SHU�FDSLWD�VSHQGLQJ�FRQVWDQW�
7KH�ILUVW�VWHS�LQ�WKH�5RWKEDUWK�PHWKRG LV�WR�FDOFXODWH�WKH�OHYHO�RI�WRWDO�VSHQGLQJ�D�FKLOGOHVV�FRXSOH�ZRXOG�UHTXLUH�VR�WKDW�WKH\�ZRXOG�VSHQG�WKH�VDPH�DPRXQW�RQ�FORWKLQJ�DV�WKH�SDUHQWV�ZLWK�.�FKLOGUHQ�DQG�6.�DPRXQW�RI�WRWDO�VSHQGLQJ��)RU�WKH�DERYH�IXQFWLRQDO�IRUP��WKLV�OHYHO�RI�WRWDO�VSHQGLQJ�ZRXOG�EH�HTXDO�WR

$WWULEXWLQJ�WKH�GLIIHUHQFH�LQ�WRWDO�VSHQGLQJ�DV�WKH�DPRXQW�RI�VSHQGLQJ�WKH�SDUHQWV�PDNH�RQ�WKHLU�FKLOGUHQ��WKHQ�WKH�VKDUH�RI�WRWDO�VSHQGLQJ�WKDW�ZDV�GHYRWHG�WR�WKH�FKLOGUHQ�ZRXOG�EH�HTXDO�WR

,I�)�LV�SRVLWLYH��WKHQ�WKH�LPSXWHG�VKDUH�RI�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�ZLOO�EH�OHVV�WKDQ�WKHLU�UHODWLYH�UHSUHVHQWDWLRQ�LQ�WKH�IDPLO\�
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$SSHQGL[�&�GHPRQVWUDWHV�WKDW�IRU�WKH�5RWKEDUWK�DSSURDFK�WR�EH�FRQVLVWHQW�ZLWK�FRQVXPHU�WKHRU\��WZR�FRQGLWLRQV�PXVW�EH�PHW��7KH�ILUVW�FRQGLWLRQ�LV�WKDW�ZKHQ�SHU FDSLWD�WRWDO�VSHQGLQJ�LV�KHOG�FRQVWDQW��DGGLWLRQDO�FKLOGUHQ�ZLOO�LQFUHDVH�VSHQGLQJ�RQ�DGXOW�FORWKLQJ�

,JQRULQJ�WKH�HIIHFW�RI�WKH�FKDQJH�LQ�WKH�DJH�FRPSRVLWLRQ�RI�WKH�IDPLO\��WKLV�FRQGLWLRQ�ZLOO�EH�PHW�DV�ORQJ�DV�W�LV�SRVLWLYH��7KLV�UHVWULFWLRQ�FDQ�EH�PHW�E\�WKH�5RWKEDUWK�PHWKRG�VLQFH�WKH�RQO\�UHVWULFWLRQ�SODFHG�E\�WKLV�DSSURDFK�LV�WKDW��W�O��LV�QHJDWLYH��,I�WKLV�UHVWULFWLRQ�LV�PHW��WKHQ�)�ZLOO�EH�SRVLWLYH�DQG�FKLOGUHQ�ZLOO�EH�DOORFDWHG�D�VKDUH�RI�IDPLO\�VSHQGLQJ�OHVV�WKDQ�D�SHU�FDSLWD�VKDUH�
7KH�VHFRQG�FRQGLWLRQ�LV�WKDW�WKH�SXUFKDVHV�RI�DGXOW�FORWKLQJ�PXVW�EH�XQUHVSRQVLYH�WR�FKDQJHV�LQ�UHODWLYH�SULFHV��7KLV�FRQGLWLRQ�LV�XQOLNHO\�WR�EH�PHW��+RZHYHU��LW�FDQ�EH�GHWHUPLQHG�WKDW�WKH�ELDV�LQ�WKH�SURFHGXUH�ZLOO�UHVXOW�LQ�DQ�XQGHUVWDWHPHQW�RI�WKH�VKDUH�RI�WRWDO�SHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�
7R�HPSLULFDOO\�LPSOHPHQW�ERWK�WKH�(QJHO�DQG�5RWKEDUWK�DSSURDFKHV��WKH�IROORZLQJ�YDULDEOHV�ZHUH�XVHG�LQ�WKH�HVWLPDWLRQ�RI�HTXDWLRQV���DQG���
J�;��DQG�P�;��YDULDEOHV�EODFN�  ���LI�UDFH�RI�KHDG�LV�EODFN�KVBQRBKV�  ���LI�WKH�HGXFDWLRQ�RI�WKH�KXVEDQG�LV�OHVV�WKDQ�D�KLJK�VFKRRO�GLSORPD�KVBFROO�  ���LI�WKH�HGXFDWLRQ�RI�WKH�KXVEDQG�LV�PRUH�WKDQ�D�KLJK�VFKRRO�GLSORPD�VSBQRBKV�  ���LI�WKH�HGXFDWLRQ�RI�WKH�ZLIH�LV�OHVV�WKDQ�D�KLJK�VFKRRO�GLSORPD�VSBFROO�  ���LI�WKH�HGXFDWLRQ�RI WKH�KXVEDQG�LV�PRUH�WKDQ�D�KLJK�VFKRRO�GLSORPD�WZRHUQ�  ���LI�ERWK�WKH�KXVEDQG�DQG�ZLIH�ZRUN�ZBZRUN�  �ZHHNV�ZRUNHG�E\�WKH�ZLIH�IWLPH�  ���LI�WKH�XVXDO�ZRUN�ZHHN�RI�WKH�ZLIH�ZDV�JUHDWHU�WKDQ����KRXUV�
D�.��DQG�I�.��YDULDEOHV�N���  �SURSRUWLRQ�RI�WKH�IDPLO\�ZKRVH�DJH�LV�OHVV�WKDQ���\HDUV�ROG�N���  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG���WR���\HDUV�ROG�N����  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG���WR����\HDUV�ROG�N�����  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����WR����\HDUV�ROG�N�����  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����DQG����\HDUV�ROG�D�����  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����WR����\HDUV�ROG�D�����  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����WR����\HDUV�ROG�D����
�  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����WR����\HDUV�ROG�D�����  �SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����WR����\HDUV�ROG�
�1RWH�WKDW�WKH�RPLWWHG�FDWHJRU\�ZDV�WKH�SURSRUWLRQ�RI�WKH�IDPLO\�DJHG����WR����\HDUV�ROG��
OQIVL]H�  �ORJ�RI�IDPLO\�VL]H����.�OQSFW[�  �WKH�ORJ�RI�WRWDO�H[SHQGLWXUHV�GLYLGHG�E\�IDPLO\�VL]H��LQ��������OQSFW[��  �WKH�VTXDUH�RI�OQSFW[

7KH�LQFOXVLRQ�RI�WKH VTXDUH�RI�SHU�FDSLWD�WRWDO�IDPLO\�H[SHQGLWXUHV�DOORZV�WKH�VKDUH�RI�WRWDO�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�WR�YDU\�ZLWK�WKH�OHYHO�RI�WRWDO�VSHQGLQJ��,Q�WKH�GLVFXVVLRQ��YDULDEOHV�KDYH�EHHQ�RPLWWHG�LQ�RUGHU�WR�GHULYH�H[SOLFLW�HTXDWLRQV�IRU�WKH�VKDUH�RI�WRWDOVSHQGLQJ�PDGH�RQ�FKLOGUHQ��HTXDWLRQV���DQG�����,QFOXGLQJ�WKLV�VTXDUHG�WHUP�UHTXLUHV�QXPHULFDO�WHFKQLTXHV�WR�GHWHUPLQH�WKH�DPRXQW�RI�FRPSHQVDWLRQ�QHHGHG�WR�HTXDWH�WKH�ZHOO�EHLQJ�RI�IDPLOLHV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ�
([SHQGLWXUHV�IRU�IRRG�PDGH�DW�KRPH�ZHUH�XVHG�DV�WKH�PHDVXUH�RI�IRRG�FRQVXPSWLRQ�LQ�WKH�(QJHO�PHWKRG��7KH�GHSHQGHQW�YDULDEOH�ZDV�WKHQ�H[SUHVVHG�DV�WKH�ORJ�RI�WKH�EXGJHW�VKDUH�IRU�IRRG�SXUFKDVHG�IRU�KRPH�FRQVXPSWLRQ��3XUFKDVHV�RI�PHQ¶V�DQG�ZRPHQ¶V�FORWKLQJ�ZHUH�XVHG�LQ�WKH�5RWKEDUWK�PHWKRG��6LQFH�HTXDWLRQ���LV�H[SUHVVHG�LQ�WHUPV�RI�WKH�ORJ�RI�DGXOW�FORWKLQJ�SXUFKDVHV�����REVHUYDWLRQV�ZHUH�H[FOXGHG�IURP�WKH�DQDO\VLV�VDPSOH�LQ�WKH�HVWLPDWLRQ�RI�WKH�5RWKEDUWK�PRGHO��7KH�2/6�HVWLPDWHV�RI�HTXDWLRQV���DQG���DSSHDU�LQ�([KLELWV����� �S����DQG����� �S��� RQ�WKH�IROORZLQJ�SDJHV�
7KH�H[SODQDWRU\�SRZHU�RI�ERWK�WKH�(QJHO�DQG�5RWKEDUWK�PRGHOV�LV�TXLWH�KLJK�IRU�FURVV�VHFWLRQDO�GDWD��7KH�VSHFLILFDWLRQ�RI�WKH�(QJHO�PRGHO�FDSWXUHV����SHUFHQW�RI�WKH�YDULDWLRQ�LQ�WKH�IDPLO\¶V�EXGJHW�GHYRWHG�WR�IRRG�DW�KRPH��ZKLOH�WKH�VSHFLILFDWLRQ�RI�WKH�5RWKEDUWK�PRGHO�FDSWXUHV����SHUFHQW�RI�WKH�YDULDWLRQ�LQ�SXUFKDVHV�RI�DGXOW�FORWKLQJ�
9DULDEOHV�VXFK�DV�WKH�UDFH��HGXFDWLRQ��DQG�ZRUN�H[SHULHQFH�RI�WKH�SDUHQWV�FDQ�DIIHFW�EXGJHW�GHFLVLRQV�RI�WKH�IDPLO\��)RU�H[DPSOH��EODFNV�VSHQG�OHVV�RQ�IRRG�EXW�PRUH�RQ�DGXOW�FORWKLQJ�FRPSDUHG�WR�QRQEODFNV��DQG�IDPLOLHV�ZKHUH�ERWK�SDUHQWV�DUH�ZRUNLQJ�VSHQG�OHVV�RI�WKHLU�EXGJHW�RQ�IRRG�EXW�PRUH�RQ�DGXOW�FORWKLQJ�WKDQ�IDPLOLHV�ZLWK�RQO\�RQH�SDUHQW�ZRUNLQJ��%XW�WKHVH�YDULDEOHV�DUH�DVVXPHG�WR�EH�LQYDULDQW�WR�WKH�SUHVHQFH�RI�FKLOGUHQ��*LYHQ�WKLV�DVVXPSWLRQ��WKHVH�YDULDEOHV�ZLOO�QRW�DIIHFW�WKH�HVWLPDWHV�RI�WKH�FRVW�RI�FKLOGUHQ�DQG�FRQVHTXHQWO\�WKH�SHUFHQWDJH�RI�WKH�IDPLO\¶V�EXGJHW�GHYRWHG�WR�WKH�FKLOGUHQ�
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7KH�(QJHO�HVWLPDWHV�FRQILUP�WKDW�IRRG�DW�KRPH�LV�D�QHFHVVLW\��$V�WRWDO�VSHQGLQJ�ULVHV��WKH�EXGJHW�VKDUH�GHYRWHG�WR�IRRG�DW�KRPH�GHFOLQHV�DW�D�GHFOLQLQJ�UDWH��:KLOH�WKLV�VDWLVILHV�WKH�ILUVW�RI�WKH�(QJHO�UHVWULFWLRQV��WKH�(QJHO�PHWKRG�DOVR�UHTXLUHV�WKDW�ZKLOH�KROGLQJ�WRWDO�VSHQGLQJ�FRQVWDQW�WKH�IRRG�VKDUH�VKRXOG�LQFUHDVH�ZKHQ�IDPLO\�VL]H��QXPEHU�RI�FKLOGUHQ��ULVHV��7R�YHULI\�WKDW�WKLV�VHFRQG�FRQGLWLRQ�LV�PHW�E\�WKH�HVWLPDWHV��WKH�H[SHFWHG�VKDUHV�GHYRWHG�WR�IRRG�DW�KRPH�E\�FKLOGOHVV�FRXSOHV��.LG���DQG�IDPLOLHV�ZLWK�RQH��WZR��DQG�WKUHH�FKLOGUHQ�KDYH�EHHQ�SORWWHG��?�� )LJXUH����� �S��� GLVSOD\V�WKHVH�SORWV�DV�D�IXQFWLRQ�RI�WRWDO�H[SHQGLWXUHV�DQG�VKRZV�WKDW�WKH�IRRG�VKDUH�ULVHV�DV�PRUH�FKLOGUHQ�DUH�DGGHG�WR�WKH�IDPLO\�
7KH�5RWKEDUWK�DSSURDFK�UHTXLUHV�WKDW�DGXOWV�VSHQG�PRUH�RQ�WKHLU�FORWKLQJ�DV�WRWDO�VSHQGLQJ�LQFUHDVHV��7KH�HVWLPDWHG�PRGHO�LQGLFDWHV�WKDW�DGXOWV�ZLOO�LQFUHDVH�VSHQGLQJ�RQ�DGXOW�FORWKLQJ��KRZHYHU��WKH�UDWH�RI�LQFUHDVHG�VSHQGLQJ�RQ�FORWKLQJ�GRHV�GHFOLQH�ZLWK�LQFUHDVHG�WRWDO�VSHQGLQJ��7KH�5RWKEDUWK�PHWKRG�DOVR�UHTXLUHV�WKDW�DV�WKH�IDPLO\�VL]H�LQFUHDVHV��WKH�DGXOWV�ZLOO�UHGXFH�WKHLU�VSHQGLQJ�RQ�DGXOW�FORWKLQJ��)LJXUH����� �S��� GLVSOD\V�WKH�H[SHFWHG�DPRXQW�RI�VSHQGLQJ�RQ�DGXOW�FORWKLQJ�IRU�FKLOGOHVV�FRXSOHV�DQG�IDPLOLHV�ZLWK�FKLOGUHQ��?�� $V�UHTXLUHG�E\�WKH�5RWKEDUWK�DSSURDFK��VSHQGLQJ�GRHV�IDOO�DV�WKH�QXPEHU�RI�FKLOGUHQ�LQFUHDVHV�
(67,0$7(6�2)�3$5(17$/�63(1',1*�21�&+,/'5(1
7KH�HVWLPDWHV�RI�WKH�SURSRUWLRQ�RI�IDPLO\�VSHQGLQJ�WKDW�LV�GHYRWHG�WR�FKLOGUHQ�DV�GHULYHG�IURP�WKH�WKUHH�DOWHUQDWLYH�PHWKRGRORJLHV�GHVFULEHG�DERYH²WKH�86'$��(QJHO��DQG�5RWKEDUWK�DSSURDFKHV²DUH�SUHVHQWHG�KHUH��)LUVW��WKH HVWLPDWHV�IRU�RQH��WZR��DQG�WKUHH�FKLOGUHQ�DYHUDJHG�RYHU�DOO�OHYHOV�RI�VSHQGLQJ�DQG�DJHV�RI�FKLOGUHQ�DUH�SUHVHQWHG��7KHQ��WKHVH�HVWLPDWHV�DUH�FRPSDUHG�ZLWK�WKH�(QJHO�DQG�5RWKEDUWK�HVWLPDWHV�IURP�'U��'DYLG�%HWVRQ¶V�HDUOLHU�VWXG\�XVLQJ�GDWD�IURP�WKH������WR �����&(;��?�� )LQDOO\��WKH�YDULDWLRQ�RI�WKH�FXUUHQW�HVWLPDWHV�ZLWK�WKH�OHYHO�RI�WRWDO�VSHQGLQJ�DQG�DJHV�RI�WKH�FKLOGUHQ�LV�SUHVHQWHG��
$YHUDJH�86'$�(VWLPDWHV
,PSOHPHQWDWLRQ�RI�WKH�86'$�PHWKRG�XVHG�GLUHFWO\�FRPSXWHV�WKH�SURSRUWLRQ�RI�WRWDO�VSHQGLQJ�WKDW�LV�GHYRWHG�WR�WKH�FKLOGUHQ�IRU�HDFK�IDPLO\��)LJXUHV����� �S����DQG����� �S����SORW�WKH�VKDUH�RI�IDPLO\�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�DV�D�IXQFWLRQ�RI�WRWDO�IDPLO\�H[SHQGLWXUHV��ORJ�RI�WRWDO�VSHQGLQJ���,Q�ERWK�ILJXUHV��WKH�SHUFHQWDJH�RI�WRWDO�H[SHQGLWXUHV�WKDW�ZRXOG�KDYH�EHHQ�GHYRWHG�WR�WKH�FKLOGUHQ�LI�WKH�DOORFDWLRQ�ZHUHGRQH�RQ D�VWULFWO\�SHU�FDSLWD�EDVLV�LV�DOVR�GUDZQ��:KLOH�WKHUH�LV�FRQVLGHUDEOH YDULDWLRQ�LQ�WKH�VKDUH�RI�IDPLO\�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ��WKH�PDMRULW\�RI�WKH�REVHUYDWLRQV�DUH�HVWLPDWHG�WR�SURYLGH�OHVV�WKDQ�D�SHU�FDSLWD�DOORFDWLRQ�WR�WKH�FKLOGUHQ�
$YHUDJLQJ�DFURVV�DOO�OHYHOV�RI�WRWDO�VSHQGLQJ�DQG�DJHV�RI�WKH�FKLOGUHQ�������SHUFHQW�������SHUFHQW��DQG������SHUFHQW�DUH�WKH�DYHUDJH�VKDUHV�RI�IDPLO\�H[SHQGLWXUHV�GHYRWHG�WR�RQH��WZR��DQG�WKUHH�FKLOGUHQ�UHVSHFWLYHO\��7KH�VWDQGDUG�GHYLDWLRQ�RI�WKH�FKLOGUHQ¶V�VKDUH�RI�IDPLO\�VSHQGLQJ�LV�����������DQG�����SHUFHQWDJH�SRLQWV�UHVSHFWLYHO\��*LYHQ�WKH�OHYHO�RI�SUHFLVLRQ�RI�WKHVH�HVWLPDWHV��WKH�K\SRWKHVLV�DW�D����SHUFHQW�VLJQLILFDQFH�OHYHO�WKDW�WKH�86'$�HVWLPDWHV�GLIIHU�IURP�D�SHU�FDSLWD�DOORFDWLRQ�IRU�RQH�DQG�WZR�FKLOGUHQ�FDQQRW�EH�UHMHFWHG��?��+RZHYHU��IRU�WKUHH FKLOGUHQ�D�VLJQLILFDQW�GLIIHUHQFH�LV�QRW�IRXQG�
$V�KDV�EHHQ�QRWHG��LPSOHPHQWDWLRQ�RI�WKH�86'$�DSSURDFK�LQ�WKLV�VWXG\�GLIIHUV�IURP�WKH�86'$¶V�DFWXDO�SURFHGXUHV��,Q�LWV�DQQXDO�UHSRUWV��D�WDEOH�LV�LQFOXGHG��7DEOH�����WKDW�UHSRUWV�HVWLPDWHV�RI�WKH�VKDUH�RI IDPLO\�WRWDO�H[SHQGLWXUHV�GHYRWHG�WR�FKLOGUHQ�E\�VHYHUDO�DOWHUQDWLYH�DSSURDFKHV��,Q�WKH������$QQXDO�5HSRUW��IRU�H[DPSOH��HVWLPDWHV�DUH�SUHVHQWHG�RI����SHUFHQW�����SHUFHQW��DQG����SHUFHQW�IRU�RQH��WZR��DQG�WKUHH�FKLOGUHQ�UHVSHFWLYHO\��:KLOH�WKRVH�HVWLPDWHV DUH�FRQVLVWHQWO\�ORZHU�WKDQ�WKH�HVWLPDWHV�SUHVHQWHG�LQ�WKLV�UHSRUW��WKHUH�H[LVW�VRPH�LPSRUWDQW�GLIIHUHQFHV�LQ�WKH�VWXGLHV�WKDW�VKRXOG�EH�WDNHQ�LQWR�DFFRXQW�EHIRUH�MXGJLQJ�WKH�GLIIHUHQFHV�LQ�HVWLPDWHV�
:KLOH�WKH�86'$�UHSRUW�LV�IRU�������LQ�UHDOLW\�WKH�GDWD�IRU�WKDW�UHSRUW�DUH�EDVHG�RQ�WKH�����±�����&(;�DQG�LQGH[HG�IRU�LQIODWLRQ��?��'LIIHUHQFHV�LQ�VDPSOHV�FDQ�KDYH�DQ�HIIHFW�RQ�WKH�HVWLPDWHV�DV�ZHOO�DV�RQ�GLIIHUHQFHV�LQ�VSHQGLQJ�SDWWHUQV��,I�WKH�VWDQGDUG�HUURUVDUH�URXJKO\�HTXDO�LQ�WKH�WZR�\HDUV��KRZHYHU��WKHQ�WKHVH�GLIIHUHQFHV�DUH�QRW�VWDWLVWLFDOO\�GLIIHUHQW�
%XW�RWKHU�GLIIHUHQFHV�FRXOG�DOVR�DIIHFW�WKH�FRPSDULVRQ��)RU�H[DPSOH��WKH�86'$�KDV�GHFLGHG�WR�XVH�TXDUWHUO\�REVHUYDWLRQV�LQVWHDG�RI�WKH�DQQXDO�DSSURDFK�WKDW�ZDV�WDNHQ�LQ�WKLV�VWXG\���7KH�LPSDFW�RI�WKLV�FKRLFH�LV�XQNQRZQ�DQG�ZLOO�EH�H[DPLQHG�DW�D�IXWXUH�GDWH���$�PRUH�LPSRUWDQW�IDFWRU�DIIHFWLQJ�WKH�WZR�HVWLPDWHV�LV�WKH�GHILQLWLRQ�RI�WRWDO�H[SHQGLWXUHV��7KH�86'$�XVHV�D�PXFK�ZLGHU�GHILQLWLRQ�RI�VSHQGLQJ�WKDQ�GRHV�WKLV�VWXG\��DQG�WKDW�FRXOG�EH�WKH�SULPDU\�UHDVRQ�IRU�WKHVH�GLIIHUHQFHV�
$YHUDJH�(QJHO�DQG�5RWKEDUWK�(VWLPDWHV
8VLQJ�WKH�UHJUHVVLRQ�HVWLPDWHV�RI�IRRG�VKDUH��([KLELW����� S����DQG�DGXOW�FORWKLQJ�HTXDWLRQV��([KLELW����� S�����DQ�HVWLPDWH�RI�WKH�VKDUH�RI�IDPLO\�VSHQGLQJ�GHYRWHG�WR�WKH�FKLOGUHQ�FDQ�EH�FRPSXWHG�IRU�GLIIHUHQW�QXPEHUV�DQG�DJHV�RI�FKLOGUHQ�DV�ZHOO�DV�IRU�VSHFLILF�OHYHOV�RI�WRWDO�VSHQGLQJ��8VLQJ�WKH�DYHUDJH�YDOXHV�RI�WKHVH�YDULDEOHV��WKH�(QJHO�DQG�5RWKEDUWK�DOORFDWLRQV�WR�WKH�FKLOGUHQ�FDQ�EH�FRPSXWHG��7R�FRPSXWH�WKH�OHYHO�RI�YDULDWLRQ�LQ�WKHVH�HVWLPDWHV�GXH�WR�VDPSOLQJ�YDULDELOLW\��D�ERRWVWUDS�WHFKQLTXH�ZDV�XVHG��7KH�H[DFW�SURFHGXUH�DQG�H[SODQDWLRQ�RI�WKH�ERRWVWUDS�LV�FRQWDLQHG�LQ�%HWVRQ¶V�UHSRUW��?��
7KH�(QJHO�PHWKRG�\LHOGHG�HVWLPDWHV�RI������SHUFHQW�������SHUFHQW��DQG����SHUFHQW�IRU�WKH�VKDUH�RI�IDPLO\�VSHQGLQJ�GHYRWHG�WR�RQH��WZR��DQG�WKUHH�FKLOGUHQ�UHVSHFWLYHO\��7KH�VWDQGDUG�HUURUV�RI�WKH�HVWLPDWHV�ZHUH���������DQG���SHUFHQWDJH�SRLQWV��7KH�QXOO�K\SRWKHVLV�WKDW�WKH�(QJHO�HVWLPDWH�LV�GLIIHUHQW�IURP�D�SHU�FDSLWD�DOORFDWLRQ�IRU�RQH�FKLOG�FDQQRW�EH�UHMHFWHG��+RZHYHU��IRU�WZR�DQG�WKUHH�FKLOGUHQ��WKH�QXOO�K\SRWKHVLV�RI�HTXDOLW\�EHWZHHQ�WKH�(QJHO�DQG�WKH�SHU�FDSLWD�DOORFDWLRQ�DSSURDFK�FDQ�EH�UHMHFWHG�
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7KH�5RWKEDUWK�PHWKRG�\LHOGHG������SHUFHQW�������SHUFHQW��DQG������SHUFHQW�DV�HVWLPDWHV�RI�WKH�DYHUDJH�VKDUH�RI�VSHQGLQJ�GHYRWHG�WR�RQH��WZR��DQG�WKUHH�FKLOGUHQ��7KH�VWDQGDUG�HUURUV�RI�WKH�HVWLPDWHV�ZHUH�����������DQG�����SHUFHQWDJH�SRLQWV��:KLOH�WKH�SUHFLVLRQ�RI�WKH�5RWKEDUWK�HVWLPDWHV�ZDV�VPDOOHU�WKDQ�IRU�WKH�(QJHO�HVWLPDWHV��RQH�FDQ�UHMHFW�WKH�QXOO�K\SRWKHVLV�RI�HTXDOLW\�EHWZHHQ�SHU�FDSLWD�DQG�5RWKEDUWK�HVWLPDWHV�IRU�DOO�QXPEHUV�RI�FKLOGUHQ�
7KH�(QJHO�HVWLPDWHV�DUH�FRQVLVWHQWO\�ORZHU�WKDQ�WKH�86'$�HVWLPDWHV��KRZHYHU��WKH\�DUH�QRW�VWDWLVWLFDOO\�GLIIHUHQW��7KH�5RWKEDUWK�HVWLPDWHV�DUH�FRQVLVWHQWO\�VPDOOHU�WKDQ�HLWKHU�WKH�(QJHO�RU�WKH�86'$�HVWLPDWHV��:KLOH�IRU�RQH�FKLOG�WKH�WKUHH�HVWLPDWHV�DUH�QRW�VWDWLVWLFDOO\�GLIIHUHQW��IRU�WZR�DQG�WKUHH�FKLOGUHQ�WKH�5RWKEDUWK�HVWLPDWHV�DUH�VWDWLVWLFDOO\�GLIIHUHQW�IURP�ERWK�WKH�(QJHO�DQG�WKH�86'$�HVWLPDWHV�
&RPSDULQJ�WKH�&XUUHQW�(VWLPDWHV�WR�(VWLPDWHV�)URP�WKH�����V
,Q�'U��'DYLG�%HWVRQ¶V������VWXG\�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��KH�HVWLPDWHG�LGHQWLFDO�(QJHO�DQG�5RWKEDUWK�PRGHOV�XVLQJ�&(;�GDWD�IURP������WR�������7KLV�HDUOLHU�DQDO\VLV�VKRZHG�WKDW�WKH�(QJHO�DSSURDFK�ZDV�DOPRVW�LGHQWLFDO�WR�D�SHU�FDSLWD�DOORFDWLRQ��)XUWKHU��%HWVRQ�IRXQG�WKDW�WKH�5RWKEDUWK�DSSURDFK�SURGXFHG�VLJQLILFDQWO\�ORZHU�HVWLPDWHV�WKDQ�WKH�(QJHO�DSSURDFK��7R�KROG�UHDO�SXUFKDVLQJ�FRQVWDQW�EHWZHHQ�WKH�VDPSOHV��%HWVRQ�UHFRPSXWHG�WKH�DYHUDJH�HVWLPDWHG�VKDUH�RI�IDPLO\�H[SHQGLWXUHV�GHYRWHG�WR�FKLOGUHQ�DW�WKH�VDPH�UHDO�WRWDO�H[SHQGLWXUHV�LQ������GROODUV�DV�ZDV�DYHUDJH WRWDO�VSHQGLQJ�LQ�WKH�FXUUHQW�VDPSOH��([KLELW����� �S��� SURYLGHV�D�GLUHFW�FRPSDULVRQ�RI�WKHFXUUHQW�HVWLPDWHV�ZLWK�WKH�SUHYLRXV�HVWLPDWHV�DORQJ�ZLWK�WKHLU�UHVSHFWLYH�VWDQGDUG�HUURUV�
$�FRPSDULVRQ�RI�WKH�SRLQW�HVWLPDWHV�VXJJHVWV�WKDW�WKH�(QJHO�HVWLPDWHV�DUH�ORZHU�WRGD\�WKDQ�WKH\�ZHUH�LQ�WKH�����V��ZKLOH�WKH�5RWKEDUWK�HVWLPDWHV�KDYH�EHFRPH�ODUJHU��+RZHYHU��WKHVH�GLIIHUHQFHV�FRXOG�EH�WKH�UHVXOW�RI�GLIIHUHQFHV�LQ�WKH�VDPSOH�DQG�QRWGLIIHUHQFHV�LQ�SDUHQWDO�VSHQGLQJ�SDWWHUQV��7DNLQJ�LQWR�DFFRXQW�WKH�VWDQGDUG�HUURU�RI�WKH�HVWLPDWHV�GXH�WR�VDPSOLQJ�YDULDELOLW\��LW�LV�HYLGHQW�WKDW�RQO\�LQ�WKH�FDVH�RI�WKH�(QJHO�PHWKRG�IRU�WKUHH�FKLOGUHQ�KDV�WKHUH�EHHQ�DQ\�VLJQLILFDQW�FKDQJH�LQ�WKH�VKDUH�RI�VSHQGLQJ�GHYRWHG�WR�FKLOGUHQ��,Q�DOO�RWKHU�FDVHV��WKH�VKLIW�LV�QRW�VWDWLVWLFDOO\�VLJQLILFDQW�
$QRWKHU�SHUVSHFWLYH�IURP�ZKLFK�WR�H[DPLQH�WKH�UREXVWQHVV�RI�WKH�HVWLPDWHV�LV�WR�DVN�KRZ�PXFK�DGGLWLRQDO�VSHQGLQJ�ZLOO�WKH�IDPLO\�PDNH�LI�DGGLWLRQDO�FKLOGUHQ�DUH�DGGHG�WR�WKH�IDPLO\��)RU�H[DPSOH� LI�D�SHU�FDSLWD�DOORFDWLRQ�LV�XVHG��WKHQ����SHUFHQW�RI�WKH�IDPLO\¶V�VSHQGLQJ�ZRXOG�EH�GHYRWHG�WR�WKH�FKLOGUHQ�LI�RQO\�RQH�FKLOG�ZDV�SUHVHQW��%XW�LI�WZR�FKLOGUHQ�ZHUH�SUHVHQW��WKHQ����SHUFHQW�RI�WKH�IDPLO\¶V�VSHQGLQJ�ZRXOG�EH�GHYRWHG�WR�WKH�FKLOGUHQ��,W�FDQ�EH�LQIHUUHG�WKDW�WKH�IDPLO\�ZRXOG�VSHQG����SHUFHQW�PRUH�RQ�WKHLU�FKLOGUHQ�GXH�WR�WKH�SUHVHQFH�RI�WKH�VHFRQG�FKLOG�����
��������������� ��������,I�D�WKLUG�FKLOG�LV�DGGHG��WKHQ����SHUFHQW�RI�WKH�IDPLO\¶V�VSHQGLQJ�ZRXOG�EH�DOORFDWHG�WR�DOO�WKUHH�FKLOGUHQ�DQG�WKH�PDUJLQDO�LPSDFW�RI�WKH�WKLUG�FKLOG�ZRXOG�EH�DQ�DGGLWLRQDO����SHUFHQW�PRUH�LQ�VSHQGLQJ��([KLELW����� �S���SUHVHQWV�WKH�PDUJLQDO�FRVWV�RI�WKH�VHFRQG�DQG�WKLUG�FKLOG�IRU�WKH�YDULRXV�HVWLPDWHV�
7KH�86'$�DQG�(QJHO�HVWLPDWHV�IURP�WKH�����V�DUH�YHU\�VLPLODU�WR�ZKDW�LV�LPSOLHG�E\�D�SHU�FDSLWD�DOORFDWLRQ�RI�VSHQGLQJ�WR�LQGLYLGXDO�IDPLO\�PHPEHUV��:KLOH�WKH�PRUHUHFHQW�(QJHO�HVWLPDWHV�LPSO\�VPDOOHU�PDUJLQDO�FRVWV��WKH\�DUH�VWLOO�FORVH�WR�SHU�FDSLWD�DOORFDWLRQV��2QO\�WKH 5RWKEDUWK�PHWKRG�SURGXFHV�HVWLPDWHV�WKDW�LPSO\�D�VXEVWDQWLDOO\�ORZHU�FRVW�RI�HDFK�DGGLWLRQDO�FKLOG�
(IIHFW�RI�7RWDO�6SHQGLQJ
)LJXUHV����� �S����WKURXJK����� �S���� GHSLFW�KRZ�WKH�VKDUH�RI�IDPLO\�H[SHQGLWXUHV�GHYRWHG�WR�FKLOGUHQ�YDULHV�ZLWK�WKH�OHYHO�RI�WRWDO�IDPLO\�VSHQGLQJ��7KH�86'$��)LJXUH����� S����DQG�WKH�(QJHO��)LJXUH����� S�����PHWKRGV�ERWK�SURGXFH�HVWLPDWHV�RI�SDUHQWDO�VKDULQJ�WKDW�LQFUHDVH�ZLWK�WRWDO�VSHQGLQJ��,W�VKRXOG�EH�QRWHG�WKDW�QHLWKHU�LQFUHDVH�LV�VWDWLVWLFDOO\�VLJQLILFDQW�
,Q�WKH�SUHYLRXV�FKDSWHU��DQ�H[SODQDWLRQ�ZDV�SURYLGHG�IRU�ZK\�WKH�86'$�DSSURDFK�SURGXFHG�WKHVH�UHVXOWV��,W�ZDV�IRXQG�WKDW�WKH�DOORFDWLRQ�WR�FKLOGUHQ�ZRXOG�ULVH�EHFDXVH�RI�WKH�UHODWLYHO\�ODUJH�LQFRPH�VKDUH�HODVWLFLW\�RI�IRRG��7KH�UHDVRQ�WKH�(QJHO�PHWKRG�KDV�\LHOGHG�WKH�VDPH�RXWFRPH�PD\�DOVR�EH�WKH�UHVXOW�RI�WKLV�UHODWLYHO\�ODUJH�HODVWLFLW\��+RZHYHU��WKDW�LV�RQO\�D�K\SRWKHVLV�DW�WKLV�WLPH��,W�VKRXOG�EH�QRWHG�WKDW�LQ�%HWVRQ¶V������VWXG\��WKH�(QJHO�HVWLPDWHV�ZHUH�FRQVWDQW�RYHU�WKH�UHOHYDQW�UDQJHV�RI�WRWDO�VSHQGLQJ�
)LJXUH����� �S���� VKRZV�WKH�UHVXOWV�IURP�WKH�5RWKEDUWK�DSSURDFK��ZKLFK�SURGXFHV�HVWLPDWHV�WKDW�VWHDGLO\�GHFOLQH�ZLWK�WRWDO�VSHQGLQJ��7KLV�ILQGLQJ�LV�FRQVLVWHQW�ZLWK�WKH�HDUOLHU�VWXG\��ZKLFK�IRXQG�D�FRQVWDQW�UHGXFWLRQ�LQ�WKH�VKDUH�RI�WRWDO�VSHQGLQJ�WKDW�ZDV�GHYRWHG�WR�WKH�FKLOGUHQ�DV�WRWDO�IDPLO\�VSHQGLQJ�LQFUHDVHG�
(IIHFW�RI�WKH�$JH�RI�WKH�&KLOG
$V�D�FKLOG�DJHV��LW�PLJKW�EH�H[SHFWHG�WKDW�WKH�FRQVXPSWLRQ�QHHGV�RI�WKH�FKLOG�ZRXOG�LQFUHDVH��*LYHQ�WKH�LQFUHDVH�LQ�QHHGV��WKH�SDUHQWV�ZLOO�KDYH�WR�GHYRWH�ODUJHU�SURSRUWLRQV�RI�WKHLU�VSHQGLQJ�WR�WKHLU�FKLOGUHQ��7R�GLUHFWO\�FRPSDUH�HVWLPDWHV�IURP�GLIIHUHQW�PHWKRGV�DQG�GLIIHUHQW�GDWD�VHWV��FKLOGKRRG�ZDV�GLYLGHG�LQWR�WKUHH�HTXDO�WLPH�SHULRGV���±��\HDUV���±���\HDUV��DQG���±���\HDUV��7KHQ��GUDZLQJ�XSRQ�YDULRXV�VWXGLHV�WKDW�ZHUH�UHODWLYHO\�FRPSDUDEOH��WKH�HVWLPDWHG�FKLOG�H[SHQGLWXUHV�IRU�HDFK�DJH�JURXS�ZHUH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�FRVWV�RI�D�PLGGOH�DJH�FKLOG���±���\HDUV�ROG���$�QXPEHU�OHVV�WKDQ�����LPSOLHV�WKDW��UHODWLYH�WR�D�PLGGOH�DJH�FKLOG��OHVV�LV�VSHQW�RQ�WKDW�FKLOG��&RQYHUVHO\��D�QXPEHU�RYHU�����LPSOLHV�WKDW�UHODWLYHO\�PRUH�LV�VSHQW��7KHVH�FDOFXODWLRQV�DUH�SUHVHQWHG�LQ�([KLELW����� �S����
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7KH�86'$�DQG�(QJHO�DSSURDFKHV�SURGXFH�WKH�DQWLFLSDWHG�DJH�JUDGLHQW��+RZHYHU��WKH�DJH�JUDGLHQW�PD\�QRW�EH�DV�VWHHS�DV�ZRXOG�EH�H[SHFWHG�LQ�WKH�86'$�HVWLPDWHV��2OGHU�FKLOGUHQ�IURP�WKH�86'$¶V������$QQXDO�5HSRUW�DUH�HVWLPDWHG�WR�FRVW����SHUFHQW�PRUH�WKDQ�WKH�\RXQJHVW�FKLOG��ZKLOH�WKH�86'$�HVWLPDWHV�IURP�WKLV�VWXG\�LPSO\�WKDW�ROGHU�FKLOGUHQ�DUH�RQO\���SHUFHQW�PRUH�FRVWO\��7KH�(QJHO�HVWLPDWHV�FRQVLVWHQWO\�VXJJHVW�D�VWHHSHU�DJH�JUDGLHQW²ROGHU�FKLOGUHQ�FRVWLQJ����SHUFHQW�����SHUFHQW��RU����SHUFHQW�PRUH�WKDQ�WKH�\RXQJHVW�FKLOG��$Q�LQWHUHVWLQJ�FRPSDULVRQ�LV�ZLWK�WKH�UHODWLYH�IRRG�QHHGV�RI�FKLOGUHQ�LPSOLFLW�LQ�WKH�0RGHUDWH�&RVW�)RRG�3ODQV�RI�WKH�86'$��:KLOH WKH�(QJHO�HVWLPDWHV�FUHDWH�YHU\�VLPLODU�DJH�FRVW�SURILOHV��WKH�IRRG�SODQ�VXJJHVWV�D�PXFK�VWHHSHU�JUDGLHQW��+HUH��ROGHU�FKLOGUHQ�DUH����SHUFHQW�PRUH�H[SHQVLYH�WKDQ�WKH�\RXQJHVW�FKLOG�
:KLOH�WKH�SUHVHQW�(QJHO�VWXG\�SURGXFHV�WKH�VWHHSHVW�LQFUHDVHV�LQ�FRVW�ZLWK�DJH��VRPH�FDXWLRQ�PXVW�EH�JLYHQ�WR�WKLV�ILQGLQJ��7KH�SUHVHQW�VWXG\�KDV�SURGXFHG�WKH�VWHHSHVW�JUDGLHQW�GXH�WR�WKH�UHODWLYHO\�ORZ�FRVWV�RI�\RXQJ�FKLOGUHQ��7HVWLQJ�WKH�HTXDOLW\�RI�WKH�HVWLPDWHG�FRHIILFLHQWV�RQ�WKH�YDULDEOHV�UHIOHFWLQJ�WKH�DJH�FRPSRVLWLRQ�RI�WKH�FKLOGUHQ��.����.����.�����.������DQG�.�������LW�LV�IRXQG�WKDW�RQO\�WKH�HIIHFW�RI�WKH�YHU\�\RXQJHVW�FKLOGUHQ��.����LV�VWDWLVWLFDOO\�GLIIHUHQW�IURP�WKH�RWKHU�DJH�JURXSV��,W�FDQ�EH�LQIHUUHG�IURP�WKLV�WHVW�WKDW�LQ�WKH�(QJHO�HVWLPDWHV�WKH�FRVWV�RI�ROGHU�FKLOGUHQ�DUH�QRW�VWDWLVWLFDOO\�GLIIHUHQW�WKDQ�WKH�FRVWV�RI�PLGGOH�DJH�FKLOGUHQ�DQG�WKDW�WKH�UHODWLYH�FRVWRI�\RXQJ�FKLOGUHQ�LV�RYHUVWDWHG�
7KH�5RWKEDUWK�DSSURDFK�GRHV�QRW�SURGXFH�WKH�DQWLFLSDWHG�LQFUHDVH�RI�FKLOG�FRVWV�ZLWK�WKH�DJH�RI�WKH�FKLOG��7KLV�LV�D UHVXOW�RI�D�SUREOHP�LQ�WKH�&(;�SXEOLF�XVH�GDWD��:KLOH�WKH�%/6�DVVLJQV�WR�LQGLYLGXDO�IDPLO\�PHPEHUV�WKH�SXUFKDVH�RI�FORWKLQJ��WKH�SXEOLF�XVH�ILOH�RQO\�UHFRUGV�ZKHWKHU�WKH�LWHP�ZDV�SXUFKDVHG�IRU�DQ�LQGLYLGXDO�ZKR�ZDV�XQGHU�RU�RYHU����\HDUV�ROG��7KH�UHJUHVVLRQ�UHVXOWV�SUHVHQWHG�LQ�([KLELW����� �S��� VKRZ�WKDW�WKH�FRHIILFLHQW�UHIOHFWLQJ�WKH�SURSRUWLRQ�RI�FKLOGUHQ����DQG��� \HDUV�ROG�LV�RSSRVLWH�LQ�VLJQ�WR�DOO�RI�WKH�RWKHU�FRHIILFLHQWV�RQ�FKLOGUHQ�DJH�FDWHJRULHV��7HVWLQJ�WKH�HTXDOLW\�RI�WKH�FRHIILFLHQWV�RQ�WKH�YDULDEOHV�UHIOHFWLQJ�WKH�DJH�FRPSRVLWLRQ��LW�LV�IRXQG�WKDW�RQO\�WKH�FRHIILFLHQW�RQ�WKH�YHU\�ROGHVW�FDWHJRU\��.������LV�VWDWLVWLFDOO\�GLIIHUHQW�IURP�WKH�RWKHUV��7KLV�VXJJHVWV�WKDW�WKH�5RWKEDUWK�DJH�SURILOH�LV�QRW�VWDWLVWLFDOO\�GLIIHUHQW�IURP�D�FRQVWDQW�FRVW�IRU�DOO�DJHV�
2WKHU�5HFHQW�6WXGLHV
0RVW�RI�WKH�HPSLULFDO�UHVHDUFK�KDV�QRW�IRFXVHG�RQ�WKH�HFRQRPLF�FRVW�RI�UDLVLQJ�FKLOGUHQ��EXW�UDWKHU�RQ�WKH�FORVHO\�UHODWHG�WRSLF�RI�HTXLYDOHQFH�VFDOHV��(TXLYDOHQFH�VFDOHV�UHODWH�WKH�GLIIHUHQWLDO�FRVWV�WR�IDPLOLHV�RI�GLIIHUHQW�FRPSRVLWLRQV�WR�PDLQWDLQ�WKH�VDPH�OHYHO�RI�ZHOO�EHLQJ�DV�VRPH�UHIHUHQFH�IDPLO\�W\SH��8VXDOO\�WKH�UHIHUHQFH�IDPLO\�LV�WKH�VLQJOH�LQGLYLGXDO��+RZHYHU��LW�VKRXOG�EH�XQGHUVWRRG�WKDW�WKH�FRQFHSW�RI�HTXLYDOHQFH�VFDOHV�LV�FHQWUDO�WR�LQGLUHFW�DSSURDFKHV�VXFK�DV�WKH�(QJHO�DQG�5RWKEDUWK�PHWKRGV��,I�HTXLYDOHQFH�VFDOHV�FRXOG�EH�GHWHUPLQHG�IRU�IDPLOLHV�RI�DOO�GLIIHUHQW�FRPSRVLWLRQV��WKHQ�WKHVH�VFDOHV�FRXOG�EH�XVHG�WR�DOORFDWH�H[SHQGLWXUHV�WR�FKLOGUHQ�DVZHOO�DV�WR�DGXOWV��8QIRUWXQDWHO\��DOO�RI�WKH�UHFHQW�ZRUN�RQ�HTXLYDOHQFH�VFDOHV�IDLOV�WR�GLIIHUHQWLDWH�FKLOGUHQ�IURP�DGXOWV��+HQFH��LW�LV�LPSRVVLEOH�IRU�WKHVH�VWXGLHV�WR�EH�LQIRUPDWLYH�DERXW�KRZ�WR�DOORFDWH�IDPLO\�VSHQGLQJ�WR�WKH�FKLOGUHQ�XQOHVV�WKH�QHHGV�RI�FKLOGUHQ�DUH�WREH�FRXQWHG�DV�HTXLYDOHQW�WR�WKRVH�RI�DGXOWV�
$�VWXG\�WKDW�H[SOLFLWO\�H[DPLQHG�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�LV�D�UHSRUW�SUHSDUHG�E\�-DPHV�6KRFNH\�IRU�WKH�-XGLFLDO�&RXQFLO�RI�$UL]RQD��?�� 7KH�SXUSRVH�RI�KLV�VWXG\�ZDV�WR�DQDO\]H�WKH�&(;�GDWD�IURP�������WKH�PRVW�UHFHQW�GDWD�DYDLODEOH�DW�WKH�WLPH�RI�KLV�VWXG\��DQG�WR�FORVHO\�H[DPLQH�%HWVRQ¶V�HDUOLHU�ZRUN��6KRFNH\�RQO\�HVWLPDWHG�WKH�(QJHO�PHWKRG��+LV�HVWLPDWHV�IRU�RQH��WZR��DQG�WKUHH�FKLOGUHQ�ZHUH����SHUFHQW�����SHUFHQW��DQG����SHUFHQW��7KHVH�HVWLPDWHV�GLIIHU�RQO\�VOLJKWO\�IURP�%HWVRQ¶V�����±�����HVWLPDWHV�IRU�WKUHH�FKLOGUHQ�����SHUFHQW���)RU�RQH�DQG�WZR�FKLOGUHQ��WKH�WZR�VHWV�RI�HVWLPDWHV�DUH�LGHQWLFDO�
6KRFNH\�DOVR�SURYLGHV�D�YDOXDEOH�WHVW�RI�WKH�VWDELOLW\�RI�WKH�(QJHO�HVWLPDWHV��,QVWHDG�RI�SRROLQJ�WKH�GDWD�DFURVV�WKH�\HDUV��KH�HVWLPDWHG�WKH�(QJHO�PRGHO�IRU�HDFK�RI�WKH�RGG�\HDUV�EHWZHHQ������DQG�������+LV�DQQXDO�HVWLPDWHV�IRU�WZR�FKLOGUHQ�DUH����SHUFHQW�����SHUFHQW�����SHUFHQW�����SHUFHQW�����SHUFHQW��DQG����SHUFHQW��$OWKRXJK�KH�GRHV�QRW�FRPSXWH�VWDQGDUG�HUURUV�IRU�WKH�HVWLPDWHV��LW�GRHV�DSSHDU�WKDW�WKH�SRROLQJ�RI�GDWD�DFURVV�WKH�\HDUV�GRHV�QRW�DIIHFW�WKH�HPSLULFDO�HVWLPDWHV�
$OWKRXJK�WKH�SDSHU�E\�&RQQLIIH�?�� LV�QRW�HPSLULFDO��LW�GRHV�SUHVHQW�D�VWURQJ�WKHRUHWLFDO�DUJXPHQW�IRU�HTXLYDOHQFH�VFDOHV�WR�GHFOLQH�DV�WRWDO�VSHQGLQJ��LQFRPH��ULVHV��7KLV�DUJXPHQW�ZRXOG�VXJJHVW�WKDW�WKH�FRQVWDQF\�RI�WKH�86'$�DQG�(QJHO�FRVWV�RI�FKLOGUHQ�ZLWK�UHVSHFW�WR�FKDQJHV�LQ�WRWDO�VSHQGLQJ�VKRXOG�EH�YLHZHG�ZLWK�VXVSLFLRQ�DQG�SURYLGHV�DQRWKHU�SRVLWLYH�DUJXPHQW�IRU�WKH�5RWKEDUWK�HVWLPDWHV�
&21&/86,216
7KLV�FKDSWHU�KDV�H[DPLQHG�WKUHH�DOWHUQDWLYH�PHWKRGV�RI�GHWHUPLQLQJ�WKH�DPRXQW�RI�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ��(DFK�PHWKRG�KDV�LWV�VWUHQJWKV�DQG�LWV�ZHDNQHVVHV��7KH�86'$�DSSURDFK�LV GLUHFW�DQG�KHQFH�PRUH�WUDQVSDUHQW�WKDQ�HLWKHU�WKH�(QJHO�RU�5RWKEDUWK�PHWKRGV��+RZHYHU��ZLWK�VLPSOLFLW\�FRPHV�D�UHOLDQFH�RQ�DVVXPSWLRQV�WKDW�DUH�FHUWDLQ�WR�EH�ZURQJ��7KH�(QJHO�DQG�5RWKEDUWK�PHWKRGV�UHTXLUH�RWKHUDVVXPSWLRQV�WR�LGHQWLI\�KRZ�PXFK�PRUH�RU�OHVV�VSHQGLQJ�IDPLOLHV�RI�GLIIHUHQW�FRPSRVLWLRQV�QHHG�WR�PDLQWDLQ�D�JLYHQ�VWDQGDUG�RI�OLYLQJ��6RPH�KDYH�XVHG�WKH�UHVXOWV�RI�'HDWRQ�DQG�0XHOOEDXHU�?�� WR�MXVWLI\�WKH�XVH�RI�ERWK�WKH�(QJHO�DQG�5RWKEDUWK�HVWLPDWHV�DV�XSSHU�DQG�ORZHU�ERXQGV�IRU�WKH�HVWLPDWHV��+RZHYHU��'HDWRQ�DQG�3D[VRQ�KDYH�VKRZQ�WKDW�WKH�DVVXPSWLRQV�QHHGHG�E\�WKH�(QJHO�PHWKRG�DUH�PRVW�FHUWDLQO\�ZURQJ�DQG�DUH�FRQWUDGLFWHG�E\�WKH�GDWD�
:KDW�GRHV�WKLV�PHDQ"�,W�FDQ�EH�DUJXHG�WKDW�RI�DOO�WKH�DSSURDFKHV�H[DPLQHG�LQ�WKLV�UHVHDUFK�WKH�5RWKEDUWK�PHWKRG�LV�WKH�OHDVW�REMHFWLRQDEOH��:KLOH�WKH�DVVXPSWLRQV�QHHGHG�WR�LGHQWLI\�WKLV�DSSURDFK�DUH�VWURQJ��WKHUH�LV�QR�HPSLULFDO�HYLGHQFH�WKDW�WKH\�DUH�ZURQJ��6RPH�SHRSOH�PLJKW�REMHFW�WR�ZKHWKHU�DGXOW�FORWKLQJ��ZKLFK�FRQVWLWXWHV�OHVV�WKDQ���SHUFHQW�RI�D�IDPLO\¶V�WRWDO�VSHQGLQJ��SURYLGHV�D�UHOLDEOH�EDVLV�WR�HVWLPDWH�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��%XW�JLYHQ�WKH�SUHFLVLRQ�ZLWK�ZKLFK�HVWLPDWLRQV�FDQ�EH�PDGH�RQ�KRZ�IDPLO\�VL]H��FRPSRVLWLRQ��DQG�WRWDO�VSHQGLQJ�DIIHFW�WKH�IDPLO\¶V�GHFLVLRQ�RI�KRZ�PXFK�FORWKLQJ�WR�SXUFKDVH��WKH�FRVW�RI�FKLOGUHQ�FDQ�EH�HVWLPDWHGZLWK�D�GHJUHH�RI�SUHFLVLRQ�FRPSDUDEOH�WR�RWKHU�PHWKRGV��7KH�RQO\�VLJQLILFDQW�SUREOHP�ZLWK�WKLV�DSSURDFK�OLHV�QRW�ZLWK�WKH�PHWKRG��EXW�ZLWK�WKH�GDWD��7KH�%/6�VKRXOG�EH�HQFRXUDJHG�WR�DOORFDWH�DGXOW�FORWKLQJ�SXUFKDVHV�EDVHG�RQ�DQ�DJH�RI����\HDUV�DQG�QRW����\HDUV�DV�LV�WKH�FXUUHQW�SUDFWLFH�
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7KH�ILQGLQJV�SUHVHQWHG�LQ�WKLV�UHSRUW�VXJJHVW�WKDW�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�KDV�QRW�VLJQLILFDQWO\�ULVHQ�RU�GHFOLQHG�VLQFH�WKH�����V��:KLOH�WKH�5RWKEDUWK�HVWLPDWHV�KDYH�VKRZQ�D�VOLJKW�LQFUHDVH��WKHVH�GLIIHUHQFHV�FRXOG�EH�DWWULEXWHG�WR�VDPSOLQJ�YDULDELOLW\�DV�ZHOO�DV�WR�WUXH�FKDQJHV�LQ�VSHQGLQJ�SDWWHUQV��7KH�WHVWV�WKDW�ZHUH�SHUIRUPHG�LQ�WKLV�UHVHDUFK�FDQQRW�UXOH�RXW�WKH�SRVVLELOLW\�WKDW�GLIIHUHQFHV�LQ�VDPSOHV�KDYH�FUHDWHG�WKH�REVHUYHG�GLIIHUHQFHV�LQ�SDUHQWDO�VSHQGLQJ��
$�QDWXUDO�TXHVWLRQ�WR�DVN�LV�ZKHWKHU�ZH�VKRXOG�FRQWLQXH�WR�XVH�WKH�HVWLPDWHV�IURP�%HWVRQ¶V�HDUOLHU�VWXG\�RU�WR�PRYH�WRZDUG�WKH�HVWLPDWHV�IURP�WKH�FXUUHQW�UHVHDUFK��2QH�FOHDU�DUJXPHQW�LQ�IDYRU�RI�DGRSWLQJ�WKH�SUHVHQW�HVWLPDWHV�LV�WKDW�WKH\�UHIOHFW�PRUH�UHFHQW�HFRQRPLF�GDWD��+RZHYHU��JLYHQ�WKDW�WKH�SRVVLELOLW\�FDQQRW�EH�UXOHG�RXW�WKDW�DQ\�GLIIHUHQFHV�LQ�HVWLPDWHV�DUH�WKH�UHVXOW�RI�VDPSOLQJ�YDULDELOLW\��LW�LV�QRW�SRVVLEOH�WR�EH�FRQYLQFHG�WKDW�WKHVH�UHFHQW�HVWLPDWHV�DUH�EHWWHU��7KH�PXFK�KLJKHU�OHYHO�RI�SUHFLVLRQ�WKDW�WKH�HDUOLHU�HVWLPDWHV�KDYH�UHODWLYH�WR�WKH�PRUH�FXUUHQW�RQHV�VKRXOG�EH�SRLQWHG�RXW��*LYHQ�WKDW�WKH�FKDQJHV�DUH�QRW�VLJQLILFDQW��SHRSOH�VKRXOG�XVH�WKH�ROGHU�HVWLPDWHV�XQWLO�WKH�SUHFLVLRQ�RI WKH�FXUUHQW�HVWLPDWHV�FDQ�EH�LPSURYHG�
7HVWV�IRU�VWDWLVWLFDO�VLJQLILFDQFH�RI�GLIIHUHQFHV�GHSHQG�XSRQ�WKH�VDPSOH�VL]H��7KH�FXUUHQW�VWXG\��E\�HPSOR\LQJ�RQO\�WZR�\HDUV�RI�&(;�GDWD��FRQWDLQV�URXJKO\�RQH�WKLUG�RI�WKH�QXPEHU�RI�REVHUYDWLRQV�DYDLODEOH�LQ�WKH�SUHYLRXV�VWXG\��,Q�WKH�QH[W�SKDVH�RI�ZRUN��WZR�PRUH�\HDUV�RI�GDWD�ZLOO�EH�DGGHG�WR�WKH�VDPSOH��7KLV�LQFUHDVH�LQ�VDPSOH�VL]H�VKRXOG�UHGXFH�WKH�VWDQGDUG�HUURUV�RI�WKH�HVWLPDWHV�RI�WKH�FRVW�RI�FKLOGUHQ�DQG�SHUPLW�D�VRXQGHU�WHVW�RI�ZKHWKHU�VSHQGLQJ�SDWWHUQV�KDYH LQGHHG�FKDQJHG�IURP�WKH�����V��7KH�UHVXOWV�RI�WKLV�ZRUN��DV�ZHOO�DV�WKH�DQDO\VLV�RI�WKH�VSHQGLQJ�LQ�VLQJOHSDUHQW�IDPLOLHV��ZLOO�EH�LQFOXGHG�LQ�WKH�ILQDO�YHUVLRQ�RI�WKH�UHSRUW�
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7KH�SULPDU\�SXUSRVH�RI�WKH�JXLGHOLQH�XVHUV¶�VXUYH\�ZDV�WR�OHDUQ�VWDNHKROGHUV¶�YLHZV�DERXW�����ZKDW�WKH\�EHOLHYH�LV�ZRUNLQJ�ZHOO�DQG�QRW�VR�ZHOO�ZLWK�WKH�H[LVWLQJ�JXLGHOLQH������ZKDW�WKH\�VHH�DV�WKH�JXLGHOLQH¶V�VWUHQJWKV�DQG�ZHDNQHVVHV��DQG�����ZKDW�IHDWXUHV�RI�WKH�JXLGHOLQH�FRXOG�EH�LPSURYHG��,Q�SDUWLFXODU��WKH�VXUYH\�DGGUHVVHG�WKH�WKUHH�NH\�LVVXHV�WKDW�ZHUH�WKH�PDLQ�IRFXV�RI�WKH�VWXG\�� /RZ�LQFRPH��'RHV�WKH�JXLGHOLQH�PDNH�DQ�DGHTXDWH�DGMXVWPHQW�IRU�ORZ�LQFRPH�FDVHV"�:KDW�LGHDV�GR�VWDNHKROGHUV�KDYH�IRU�LPSURYLQJ�WKH�ORZ�LQFRPH�SURYLVLRQV LQ�WKH�JXLGHOLQH"� *URVV�YHUVXV�QHW�LQFRPH��:KDW�LQFRPH�EDVH�VKRXOG�EH�XVHG�WR�FDOFXODWH�FKLOG�VXSSRUW�RUGHUV"�$UH�WKHUH�RWKHU�RSWLRQV�WKH�/HJLVODWXUH�VKRXOG�FRQVLGHU�XVLQJ"� $GGLWLRQDO�GHSHQGHQWV��'RHV�WKH�H[LVWLQJ�JXLGHOLQH�GHDO�DGHTXDWHO\�ZLWK�FDVHV�LQ�ZKLFK�WKHUH�DUH�DGGLWLRQDO�GHSHQGHQWV"
,Q�DGGLWLRQ��WKH�VXUYH\�FDSWXUHG�LQIRUPDWLRQ�RQ�D ZLGH�UDQJH�RI�RWKHU�LVVXHV�RI�VHFRQGDU\�LQWHUHVW�WR�WKH�-XGLFLDO�&RXQFLO��LQFOXGLQJ�KRZ�WR�GHDO�ZLWK�KLJK�LQFRPH�FDVHV��VKDUHG�SDUHQWLQJ��DQG�DGG�RQV�WR�WKH�EDVLF�VXSSRUW�REOLJDWLRQ��IRU�H[DPSOH��IRU�FKLOG�FDUH�RU�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�RI�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFW�RI�WKH�VXSSRUW�RUGHU��
0HWKRGRORJ\
7KH�-XGLFLDO�&RXQFLO��ZLWK�DVVLVWDQFH�IURP�3ROLF\�6WXGLHV�,QF���36,���GHVLJQHG�D�TXHVWLRQQDLUH�WR�DGPLQLVWHU�WR�SHRSOH�ZKR�XVH�WKH�JXLGHOLQH�WR�HVWDEOLVK�DQG�PRGLI\�FKLOG�VXSSRUW�RUGHUV��7KLV�LQFOXGHG�����MXGLFLDO�RIILFHUV�DQG�RWKHUV�ZKR�ZRUN�LQ�WKH�FRXUW�HQYLURQPHQW��VXFK�DV�IDPLO\�ODZ�IDFLOLWDWRUV�������SXEOLF�DQG�SULYDWH�DWWRUQH\V�ZKR�GHDO�ZLWK�IDPLO\�ODZ�PDWWHUV������FKLOG�VXSSRUW�VSHFLDOLVWV�DQG�RWKHUV�ZKR�ZRUN�RQ�FKLOG�VXSSRUW�LVVXHV��DQG�����DGYRFDWHV�IRU�FXVWRGLDO�DQG�QRQFXVWRGLDO�SDUHQWV�DQG�FKLOGUHQ�
7KH�VXUYH\�ZDV�VSHFLILFDOO\�GHVLJQHG�WR�FDSWXUH�WKH�RSLQLRQV�DQG�LGHDV�RI�SHRSOH�ZKR�XVH�WKH�JXLGHOLQH�IUHTXHQWO\�WR�HVWDEOLVK�DQG�PRGLI\�FKLOG�VXSSRUW�RUGHUV��)URP�WKHLU�PXOWLSOH�H[SHULHQFHV��WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�JXLGHOLQH�DQG�WKH�SUREOHPV�WKH�JXLGHOLQH�FUHDWHV�LQ�HVWDEOLVKLQJ�RUGHUV�FRXOG�EH�GHWHUPLQHG�VR�WKDW�WKH�-XGLFLDO�&RXQFLO�FRXOG�EHWWHU�XQGHUVWDQG�ZKHUH�UHILQHPHQWV�VKRXOG�EH�PDGH��$Q�DVVXPSWLRQ�ZDV�PDGH�WKDW�SDUHQWV�FRXOG�QRW�EULQJ�WKH�SHUVSHFWLYH�WKDW�XVHUV�KDYH�ZKHQ�DSSO\LQJ�WKH�JXLGHOLQH�LQ�PXOWLSOH�IDPLO\�VLWXDWLRQV��<HW��WKHUH�ZDV�VWLOO�YDOXH�LQ�SDUHQWV¶�RSLQLRQV��7KHUHIRUH��D GHFLVLRQ�ZDV�PDGH�WR�FDSWXUH�SDUHQWV¶�YLHZV�LQ�DVHULHV�RI�IRFXV�JURXSV�LQVWHDG�RI�WKURXJK�D�VXUYH\��+RZHYHU��DV�SDUHQWV�OHDUQHG�DERXW�WKH�VXUYH\��WKH\�ZDQWHG�WR�UHVSRQG��ZKLFK�ZDV�DOORZHG��$V�RQH�SDUHQW�ZURWH�
$V�,�UHDFKHG�WKH�HQG�RI�WKH�VXUYH\��,�UHDOL]HG�WKDW�LW�ZDV�JHDUHG�WR�WKH�SURIHVVLRQDO�LQ�WKH�ILHOG��%XW�,�KRSH�WKDW�P\�DQVZHUV�DQG�WKRVH�RI�RWKHU�QRQFXVWRGLDO�SDUHQWV�DUH�WDNHQ�LQWR�FRQVLGHUDWLRQ�LQ�\RXU�VXUYH\�
6LQFH�QRW�DOO�UHVSRQGHQWV�LGHQWLILHG�WKHPVHOYHV�DV�SDUHQWV�RU�JXLGHOLQH�XVHUV��WKH�DELOLW\�WR�GLVFULPLQDWH�EHWZHHQ�WKH�UHVSRQVHV�RI�XVHUV�DQG�SDUHQWV�FRXOG�QRW�DOZD\V�EH�WDEXODWHG��:KHUH�SRVVLEOH�DQG�XVHIXO�WR�WKH�DQDO\VLV��KRZHYHU��WKH�DQVZHUV�RI�GLIIHUHQW�UHVSRQGHQW�JURXSV�LQ�WKLV�UHSRUW�ZHUH�H[DPLQHG�
7KH�VXUYH\�ZDV�DGPLQLVWHUHG�EHWZHHQ 6HSWHPEHU�DQG�2FWREHU��������$�FRS\�RI�WKH�VXUYH\�LQVWUXPHQW�LV�DWWDFKHG�LQ�$SSHQGL[�'���0XOWLSOH�DSSURDFKHV�WR�GLVWULEXWLQJ�LW�ZHUH�XVHG��LQFOXGLQJ�GLUHFW�PDLO��LQ�SHUVRQ�GLVWULEXWLRQ��DQG�H�PDLO��:RUG�RI�PRXWK�ZDV�DOVR�DQ�LPSRUWDQW�PHDQV�RI�DQQRXQFLQJ�WKH�VXUYH\�DQG�ZDV�WKH�PHWKRG�E\�ZKLFK�PRVW�SDUHQWV�OHDUQHG�DERXW�LW��6XUYH\V�ZHUH�PDLOHG�GLUHFWO\�WR�WKRVH�SHRSOH�ZKRVH�RSLQLRQV�ZHUH�GHILQLWHO\�GHVLUHG�DQG�ZKR�RWKHUZLVH�PLJKW�QRW�NQRZ�DERXW�WKH�VXUYH\��7KLV�LQFOXGHG�SHRSOH�NQRZQ�WR�-XGLFLDO�&RXQFLO�VWDII ZKR�ZHUH�ZRUNLQJ�RQ�WKH�VWXG\�DQG�SHRSOH��SDUWLFXODUO\�DFDGHPLF��ZKR�36,�WHDP�PHPEHUV�NQHZ�KDG�FRQGXFWHG�ZRUN�RQ�WKH�JXLGHOLQH��6XUYH\V�ZHUH�DOVR�GLVWULEXWHG�WR�DWWRUQH\V�DW�D�&DOLIRUQLD�%DU�$VVRFLDWLRQ�FRQIHUHQFH�LQ�6DQ�'LHJR��7KH�PDMRULW\�RI�SRWHQWLDO�UHVSRQGHQWV�ZHUH�QRWLILHG�HOHFWURQLFDOO\�E\�H�PDLO��7KH�H�PDLO�PHVVDJH�LQFOXGHG�D�VKRUW�RYHUYLHZ�RI�WKH�VXUYH\¶V�SXUSRVH�DQG�LQYLWHG�UHVSRQGHQWV�WR�FRPSOHWH�WKH�VXUYH\�RQOLQH�DW�D�:HE�VLWH�WKDW�36,�SURJUDPPHG�IRU�WKLV�SXUSRVH��7KH�H�PDLO�DOVR�LQFOXGHG�D�KDUG�FRS\�RI�WKH�VXUYH\�DV�DQ�DWWDFKPHQW�WKDW�UHVSRQGHQWV�FRXOG�SULQW�DQG�PDLO�GLUHFWO\�WR�36,�RIILFHV�LQ�'HQYHU�
2QFH�WKH�VXUYH\V�ZHUH�VXEPLWWHG�RU�UHWXUQHG��VWDII�DW�36,�NH\�HQWHUHG�WKH�GDWD�DQG�WDEXODWHG�DQG�DQDO\]HG�WKH�ILQGLQJV�IURP�WKHP�
*HQHUDO�$QDO\WLF�&RQVLGHUDWLRQV
7KH�SULQFLSDO�DGYDQWDJH�RI�DQ�HOHFWURQLF�DQG�PDLO�VXUYH\�RYHU�RWKHU�VXUYH\�RSWLRQV��IRU�H[DPSOH��E\�WHOHSKRQH��LV�WKH�FRVW��(OHFWURQLF�VXUYH\V�DUH�E\�IDU�WKH�PRVW�FRVW�HIILFLHQW�RI�DQ\�DOWHUQDWLYH��DQG�WKH\�DUH�PRUH�FRQYHQLHQW�WR�UHVSRQGHQWV�WKDQ�WUDGLWLRQDO�VXUYH\�PHWKRGV��7KLV�FRQYHQLHQFH��KRZHYHU��DOVR�EULQJV�OLPLWDWLRQV��7KH�ELJJHVW�OLPLWDWLRQ�LV�WKDW�WKH�JURXS�DGPLQLVWHULQJ�WKH�VXUYH\�KDV�QR�FRQWURO�RYHU�WKH�UHVSRQVH�UDWH��HLWKHU�WKH�VXUYH\�UHWXUQ�UDWH�RU�WKH�UHVSRQVH�UDWH�WR�LQGLYLGXDO�LWHPV�RQ�WKH�VXUYH\�LQVWUXPHQW��7KLV�ODFN�RI�FRQWURO��ZKLFK�LV�DOVR�D�OLPLWDWLRQ�RI�PDLO�VXUYH\V��IUHTXHQWO\�UHVXOWV�LQ�KLJK�QRQUHVSRQVH�UDWHV��DQG�WKDW�ZDV�WUXH�ZLWK�WKH�XVHUV¶�VXUYH\�WKDW�ZDV�DGPLQLVWHUHG�IRU�WKLV�VWXG\�
7KH�LQDELOLW\�WR�FRQWURO�WKH�UHVSRQVH�UDWH�LV�DOVR�D�GLVDGYDQWDJH�LI�LW�LV�LPSRUWDQW�WR�JHQHUDOL]H�WKH�VXUYH\�ILQGLQJV�WR�WKH�ODUJHU��SRSXODWLRQ��)RU�H[DPSOH��LQ�WKLV�VWXG\�WKH�DWWLWXGHV�RI�FKLOG�VXSSRUW�VWDII�ZKR�UHVSRQGHG�FDQQRW�EH�JHQHUDOL]HG�WR�WKH�HQWLUHSRSXODWLRQ�RI�FKLOG�VXSSRUW�VWDII�LQ�&DOLIRUQLD��EHFDXVH�LW�FDQQRW�EH�JXDUDQWHHG�WKDW�WKH\�UHSUHVHQW�D�UDQGRP�VDPSOH�RI�DOO�VWDII��?�� 2Q�WKH�RWKHU�KDQG��PDNLQJ�WKDW�JHQHUDOL]DWLRQ�ZDV�QRW�WKH�SULPDU\�SXUSRVH�RI�WKH�VXUYH\��5DWKHU��WKH�-XGLFLDO�&RXQFLO�ZDV�ORRNLQJ�IRU�LGHDV�WR�DGGUHVV�SRWHQWLDO�SUREOHPV�ZLWK�WKH�H[LVWLQJ�JXLGHOLQH�LQ�RUGHU�WR�UHILQH�WKH�JXLGHOLQH�VR�WKDW�LW�EHWWHU�PHHWV�WKH�QHHGV�RI�IDPLOLHVDQG�WKH�SHRSOH�ZKR�XVH�LW�WR�HVWDEOLVK�DQG�PRGLI\�FKLOG�VXSSRUW�RUGHUV��7KDW�SXUSRVH�LV�DFFRPSOLVKHG�E\�WKH�VXUYH\�UHWXUQV��DQG�WKH�IROORZLQJ�VHFWLRQV�RI�WKLV�UHSRUW�SURYLGH�QXPHURXV�LGHDV�IRU�ZKHUH�LPSURYHPHQWV�DUH�QHHGHG�
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%HIRUH�GLVFXVVLQJ�WKH�UHVSRQVHV�WR�LQGLYLGXDO�TXHVWLRQV��LW�LV�XVHIXO�WR�LGHQWLI\�DQ�DSSURDFK�WR�H[DPLQLQJ�WKH�VXUYH\�GDWD�VLQFH�ZKDW�LV�OHDUQHG�IURP�WKH�GDWD�GHSHQGV�RQ�WKH�NLQGV�RI�TXHVWLRQV�DVNHG��6RPHWLPHV�ZKDW�LV�OHDUQHG�LV�GHILQHG�E\�WKH�GHVLJQ�RI�WKH�VXUYH\�LQVWUXPHQW��IRU�H[DPSOH��IRUFHG�FKRLFH�TXHVWLRQV�DOORZ�IRU�DQ�H[DPLQDWLRQ�RI�GLIIHUHQW�LVVXHV�DQG�SHUVSHFWLYHV�WKDQ�RSHQ�HQGHG�TXHVWLRQV��<HW��WKHUH�LV�D�VPDOO�VHW�RI�EDVLF�HYDOXDWLRQ�TXHVWLRQV�WKDW�FDQ�EH�DVNHG�RI�HYHU\�VXUYH\�LWHP��7KHVH�TXHVWLRQV�DUH�OLVWHG�LQ�WKH�IROORZLQJ�ER[��,W�LV�QRW�SRVVLEOH�DQG�RIWHQ�QRW�XVHIXO�WR�HYDOXDWH�HDFK�VXUYH\�LWHP�DJDLQVW�WKH�FRPSOHWH�OLVW�RI�TXHVWLRQV�LQ�WKH�ER[�+RZHYHU��UHDGHUV�ZLOO�ILQG�DQVZHUV�WR�WKH�TXHVWLRQV�HLWKHU�LQ�WKH�JUDSKLFV�RU�LQ�WKH�QDUUDWLYH�GLVFXVVLRQ�
$6.,1*�%$6,&�48(67,216�$%287�7+(�'$7$� +RZ�PDQ\�UHVSRQGHQWV�JDYH�SRVLWLYH�DQVZHUV�WR�WKH�TXHVWLRQV��WKDW�LV��EHVLGHV�³GRQ¶W�NQRZ´�RU�³QR�UHVSRQVH´�"� 2I�WKRVH�ZKR�JDYH�SRVLWLYH�DQVZHUV��KRZ�PDQ\�DQVZHUV��RQ�DYHUDJH��GLG�WKH\�JLYH"�7KDW�LV��LI�WKH�TXHVWLRQ�ZDV�RSHQ�HQGHG��GLG�UHVSRQGHQWV�SURYLGH�PRUH�WKDQ�D�VLQJOH�DQVZHU"� :KDW�ZDV�WKH�UDQJH�RI�UHVSRQVHV"�)RU�H[DPSOH��ZKHQ�UHVSRQGHQWV�ZHUH�DVNHG�ZKDW�WKH\�VDZ�DV�WKH�VWUHQJWKV�RI�WKH�JXLGHOLQH��GLG�WKH\�OLVW�D�IHZ�RU�PDQ\�IHDWXUHV"� +RZ�IUHTXHQWO\�ZDV�DQ\�VLQJOH�UHVSRQVH�JLYHQ��DQG�DUH�WKHUH�UHVSRQVH�SDWWHUQV�WKDW�FDQ�EH�KLJKOLJKWHG"� &DQ�LVVXHV��IHDWXUHV��RU�SUREOHPV�WKDW�DUH�PRUH�LPSRUWDQW�WKDQ�RWKHUV�WR�WKH�UHVSRQGHQWV�EH�LVRODWHG"� +RZ�GR�RSLQLRQV�DQG�DWWLWXGHV�GLIIHU�EDVHG�RQ�VHOHFWHG�UHVSRQGHQW�FKDUDFWHULVWLFV��IRU�H[DPSOH��SRVLWLRQ�RU�\HDUV�ZRUNLQJ�ZLWK�WKH�JXLGHOLQH�"

5HVSRQGHQW�&KDUDFWHULVWLFV
6XUYH\�ILQGLQJV�XOWLPDWHO\�UHIOHFW�WKH�FKDUDFWHULVWLFV�RI�WKH�UHVSRQGHQWV��7KHVH�FKDUDFWHULVWLFV�RIWHQ�KHOS�UHVHDUFKHUV�H[SODLQ�DQG�LQWHUSUHW�DWWLWXGHV�DQG�RSLQLRQV�HYLGHQFHG�LQ�WKH�UHVSRQGHQWV¶�DQVZHUV�WR�VXUYH\�TXHVWLRQV��)RU�H[DPSOH��SULYDWH�IDPLO\�ODZ�DWWRUQH\V�PD\�KDYH�GLIIHUHQW�DWWLWXGHV�DERXW�WKH�IDLUQHVV�RI�WKH�FKLOG�VXSSRUW�JXLGHOLQH�WKDQ�FKLOG�VXSSRUW�VWDII�EHFDXVH�RI�WKH�GLIIHUHQW�FDVH�W\SHV�WKH\�SULPDULO\�VHUYH��)RU�WKLV�UHDVRQ��LW�LV�XVHIXO�WR�H[DPLQH�WKH�FKDUDFWHULVWLFV�RI�UHVSRQGHQWV��7KLV�LV�GRQH�LQ�([KLELW����� �S�����
7KH�VXUYH\�FDSWXUHG�YHU\�OLWWOH�EDFNJURXQG�LQIRUPDWLRQ�DERXW�UHVSRQGHQWV��MXVW�WKHLU�SRVLWLRQ��\HDUV�ZRUNLQJ�ZLWK�WKH�FKLOG�VXSSRUW�JXLGHOLQH��DQG�WKH�FRXQWLHV�LQ�ZKLFK�WKH\�SULPDULO\�ZRUN��)RU�WKH�SXUSRVHV�RI�GLVSOD\LQJ�WKH�GDWD��WKH�UHVSRQVHV�DERXW�SRVLWLRQ�ZHUH�UHJURXSHG�LQWR�VL[�FDWHJRULHV������FRXUW�SHUVRQQHO��MXGLFLDO�RIILFHUV�DQG�IDPLO\�ODZ�IDFLOLWDWRUV�������SULYDWH�IDPLO\�ODZ�DWWRUQH\V������FKLOG�VXSSRUW�HQIRUFHPHQW�VWDII��,9�'�DWWRUQH\V��VSHFLDOLVWV��VXSHUYLVRUV��DGPLQLVWUDWRUV��DQG�DQ\�RWKHU�UHVSRQGHQWV�ZKR�LGHQWLILHG�WKHPVHOYHV�DV�SDUW�RI�WKH�,9�'�RIILFH�������DGYRFDWHV�IRU�FKLOGUHQ�DQG�SDUHQWV������SDUHQWV��DQG�����DOO�RWKHU�UHVSRQGHQWV��IRU�H[DPSOH�DFDGHPLFV��OHJDO�DLG�UHSUHVHQWDWLYHV��DQG�UHVSRQGHQWV�ZKR�GLG�QRW�LGHQWLI\�WKHPVHOYHV���$�SDUHQW�FDWHJRU\�ZDV�QRW�LQFOXGHG�RQ�WKH�VXUYH\�LQVWUXPHQW�VLQFH�SDUHQWV�ZHUH�QRW�H[SHFWHG�WR�UHVSRQG��7KXV��D�QHZ�FRGH�IRU�SDUHQWV�ZDV�FUHDWHG��ZKLFK�LQFOXGHG�DQ\�UHVSRQGHQWV�ZKR�LGHQWLILHG�WKHPVHOYHV�DV�SDUHQWV�LQ�WKH ³RWKHU´�FDWHJRU\�RQ�WKH�VXUYH\��,W�ZDV�QRW�DOZD\V�SRVVLEOH�WR�NQRZ�IURP�WKHLU�UHVSRQVHV�ZKHWKHU�WKH�SDUHQWV�ZHUH�FXVWRGLDO�RU�QRQFXVWRGLDO�SDUHQWV�
([KLELW����� �S���� VKRZV�WKH�QXPEHU�RI�UHVSRQGHQWV�LQ�HDFK�RI�WKH VL[�JURXSV��7KH�³RWKHU´�JURXS�LQFOXGHV�UHVSRQGHQWV�ZKR�LGHQWLILHG�WKHLU�SRVLWLRQ�EXW�ZKRVH�QXPEHUV�ZHUH�WRR�VPDOO�WR�PHULW�FUHDWLQJ�D�VHSDUDWH�JURXS��WR�LQFOXGH�WKHP�DV�SDUW�RI�DQRWKHU�JURXS�ZDV�QRW�GHVLUDEOH��)RU�H[DPSOH��D�VHSDUDWH�FDWHJRU\�IRU�DFDGHPLFV�ZDV�QRW�FUHDWHG�VLQFH�RQO\�VHYHQ�UHVSRQGHQWV�LGHQWLILHG�WKHPVHOYHV�DV�DFDGHPLFV��DQG�LW�ZDV�EHOLHYHG�LQDSSURSULDWH�WR�LQFOXGH�WKHLU�RSLQLRQV�ZLWK�WKH�RSLQLRQV�RI�DQ\�RWKHU�VHSDUDWHO\�LGHQWLILHG�JURXS��7KH�³RWKHU´�JURXS�DOVR�LQFOXGHV�UHVSRQGHQWV�ZKR�GLG�QRW�LGHQWLI\�WKHLU�SRVLWLRQ�DW�DOO��,Q�IDFW��WKLV�LV�ZKDW�PRVW�RI�WKH�³RWKHU´�JURXS�LQFOXGHV��6LQFH�WKLV�JURXS�FDQQRW�UHDOO\�EH�FODVVLILHG��WKH�VWDWLVWLFV�IRU�WKLV�JURXS�DUH�SUHVHQWHG�LQ�WKH�DFFRPSDQ\LQJ�H[KLELWV��EXW�WKH\�DUH�LJQRUHG�LQ�WKH�QDUUDWLYH�GLVFXVVLRQ�
2Q�DYHUDJH��UHVSRQGHQWV�UHSRUWHG�KDYLQJ�ZRUNHG�ZLWK�WKH�FKLOG�VXSSRUW�JXLGHOLQH�IRU���\HDUV��7KLV�DYHUDJH�YDULHG�E\�UHVSRQGHQW�JURXS�IURP�D�ORZ�RI���\HDUV�IRU�DGYRFDWHV�WR�D�KLJK�RI�����\HDUV�IRU�SULYDWH�IDPLO\�ODZ�DWWRUQH\V��5HJDUGOHVV�RI�WKLV�GLIIHUHQFH��KRZHYHU��LW�LV�FOHDU�WKDW�PRVW�UHVSRQGHQWV�KDYH�FRQVLGHUDEOH�H[SHULHQFH�XVLQJ�WKH�JXLGHOLQH��7KLV�REVHUYDWLRQ�LQFOXGHV�SDUHQWV��PRUH�WKDQ�KDOI�RI�ZKRP�����SHUFHQW��OLVWHG�VRPH�H[SHULHQFH��7KH�DYHUDJH�QXPEHU�RI�\HDUV�WKLV�JURXS�UHSRUWHG�KDYLQJ�XVHG WKH�JXLGHOLQH�ZDV�����\HDUV��$OWKRXJK�LW�VHHPV�KDUG�WR�EHOLHYH�WKDW�SDUHQWV�KDYH�KDG�WKLV�PXFK�H[SHULHQFH�XVLQJ�WKH�JXLGHOLQH��WKHUH�LV�QR�EDVLV�IRU�FKDOOHQJLQJ�WKLV�VWDWLVWLF�DQG�RQH�FDQ�RQO\�JXHVV�DW�ZKDW�H[SHULHQFH�WKH\�ZHUH�FLWLQJ�
7KH�TXHVWLRQ�WKDW�DVNHG�UHVSRQGHQWV�WR�LGHQWLI\�WKH�FRXQW\�LQ�ZKLFK�WKH\�ZRUN�ZDV�DOVR�UHFRGHG��7KH�TXHVWLRQ�ZDV�LQFOXGHG�SDUWO\�WR�HQVXUH�WKDW�WKHUH�ZDV�VRPH�UHSUHVHQWDWLRQ�IURP�HYHU\�FRXQW\�LQ�&DOLIRUQLD��ZKLFK�GLG�RFFXU��7KH�FRXQWLHV�ZHUH�UHJURXSHG�LQWR�VPDOO��PHGLXP�VL]H��DQG�ODUJH�FRXQWLHV�EDVHG�RQ�WKHLU�-DQXDU\������SRSXODWLRQ�DV�UHSRUWHG�RQ�WKH�&DOLIRUQLD�JRYHUQPHQW�:HE�VLWH��%DVHG�XSRQ�SRSXODWLRQ�VWDWLVWLFV�IURP�-DQXDU\�������VPDOO��PHGLXP�VL]H��DQG�ODUJH�FRXQWLHV²DV�GHILQHG�E\�WKLV�VWXG\²FRQVWLWXWHG������������DQG������SHUFHQW�RI�WKH�WRWDO�&DOLIRUQLD�SRSXODWLRQ��7KH�VXUYH\�SRSXODWLRQ�LQGLFDWHV�KLJKHU�SURSRUWLRQDO�LQSXW�IURP�UHVSRQGHQWV�IURP�VPDOO�DQG�PHGLXP�VL]H�FRXQWLHV�DQG�ORZHU�SURSRUWLRQDO�LQSXW�IURP�ODUJH�FRXQWLHV�
)$,51(66�$1'�$'(48$&<�2)�7+(�*8,'(/,1(
,Q�RUGHU�WR�XQGHUVWDQG�KRZ�DGHTXDWH�WKH�JXLGHOLQH�LV�LQ�VHWWLQJ�VXSSRUW�REOLJDWLRQV��WKH�VXUYH\�DVNHG�VHYHUDO�TXHVWLRQV�DERXW�WKH�IDLUQHVV�RI�WKH�JXLGHOLQH�WR�SDUHQWV�DQG�FKLOGUHQ��WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�JXLGHOLQH��KRZ�DGHTXDWHO\�WKH�JXLGHOLQH�DGGUHVVHV�VSHFLILF�FLUFXPVWDQFHV�WKDW�DULVH�IUHTXHQWO\�LQ�HVWDEOLVKLQJ�DQG�PRGLI\LQJ�VXSSRUW�RUGHUV��DQG�ZKLFK�IDPLOLHV�DUH�KHOSHG�DQG�ZKLFK�DUH�GLVDGYDQWDJHG�E\�WKH�JXLGHOLQH��7KLV�VHFWLRQ�UHSRUWV�WKH�ILQGLQJV�IURP�WKHVH�TXHVWLRQV�



&DOLIRUQLD�&KLOG�6XSSRUW�*XLGHOLQH�5HYLHZ�����

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

6XSSRUW�2UGHU�/HYHOV
7KH�VXUYH\�DVNHG�UHVSRQGHQWV�IRU�WKHLU�RSLQLRQV�DERXW�����WKH�IDLUQHVV�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH�WR�WKH�SDUHQWV��WR�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�VRXJKW��DQG�WR�WKH�SDUHQWV¶�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV��DQG�����ZKHWKHU�WKH�JXLGHOLQH�UHVXOWV�LQ�VXSSRUW�RUGHUV�WKDW�DUH�WRR�KLJK��DERXW�ULJKW��RU�WRR�ORZ��7KLV�LQIRUPDWLRQ�LV�GLVSOD\HG�EHORZ�LQ�([KLELWV����� �S�����DQG����� �S������UHVSHFWLYHO\�([KLELW����7KH�GDWD�VKRZQ�LQ�([KLELW����� �S���� DUH�DYHUDJH��PHDQ��UDWLQJV�FRPSXWHG�XVLQJ�D�IRXUSRLQW�VFDOH�ZKHUH�� YHU\�XQIDLU��� XQIDLU��� IDLU��DQG�� YHU\�IDLU��7KXV��WKH�KLJKHU�WKH�DYHUDJH�UDWLQJ��WKH�PRUH�IDLU�UHVSRQGHQWV�YLHZHG�WKH�LPSDFW�RI�WKH�JXLGHOLQH�RQ�SDUHQWV�DQG�FKLOGUHQ��&RQYHUVHO\��WKH�ORZHU�WKH�DYHUDJH�UDWLQJ��WKH�OHVV�IDLU�UHVSRQGHQWV�YLHZHG�WKH�LPSDFW��$�UDWLQJ�RI�����ZRXOG�VXJJHVW�WKDW�UHVSRQGHQWV�GLG�QRW�VHH�WKH�LPSDFW�DV�HLWKHU�IDLU�RU�XQIDLU�
2YHUDOO��UHVSRQGHQWV�JDYH�DQ�XQIDLU�UDWLQJ�RQ�DYHUDJH��WKDW�LV��UDWLQJV�DYHUDJLQJ�FORVH�WR����WR�WKH�JXLGHOLQH¶V�LPSDFW�RQ�WKH��QRQFXVWRGLDO�SDUHQW�SD\RU�DQG�WKH�SDUHQWV¶�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV��7KH\�JDYH�D�QHXWUDO�UDWLQJ�IRU�WKH�LPSDFW�RQ�WKH�FKLOGUHQ�IRU�ZKRP VXSSRUW�LV�DZDUGHG��DQG�WKH\�JDYH�D�IDLU�UDWLQJ�IRU�WKH�LPSDFW�RI�WKH�JXLGHOLQH�RQ�WKH�FXVWRGLDO�SDUHQW�SD\HH��7KXV��ZKLOH�UHVSRQGHQWV�JHQHUDOO\�EHOLHYHG�WKDW�WKH�JXLGHOLQH�UHVXOWV�LQ�DZDUGV�WKDW�DUH�IDLU�WR�WKH�SD\HH�DQG�VRPHZKDW�IDLU�WR�FKLOGUHQ��DYHUDJH �������WKH\�YLHZHG�WKH�JXLGHOLQH�DV�PRVWO\�XQIDLU�WR�WKH�SD\RU��DYHUDJH ������DQG�WR�WKH�SDUHQWV¶�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV��DYHUDJH ������
:KDW�LV�FOHDU�IURP�D�IXUWKHU�H[DPLQDWLRQ�RI�WKH�GDWD�LQ�([KLELW����� �S���� LV�WKDW�WKH�RYHUDOO�DYHUDJHV�PDVN�GLVWLQFWLRQV�DPRQJ�UHVSRQGHQW�JURXSV��2Q�RQH�VLGH�DUH�WKH�YLHZV�RI�SDUHQWV�DQG�DGYRFDWHV��ZKR�ZLWKRXW�H[FHSWLRQ�KDYH�WKH�ORZHVW�DYHUDJH�UDWLQJV�IRU�IDLUQHVV�RI�DOO�JURXSV�DQG�DUH�YHU\�VLPLODU�LQ�DOO�IRXU�RI�WKHLU�UDWLQJV��$QRWKHU�SRLQW�RI�YLHZ�LV�VHHQ�LQ�WKH�UDWLQJV�IURP�MXGLFLDO�RIILFHUV�DQG�SULYDWH�IDPLO\�ODZ�DWWRUQH\V��7KH\�UDWH�WKH�JXLGHOLQH�DV�PRUH�IDLU�WR�SDUHQWV�DQG�FKLOGUHQ�WKDQ�GR�SDUHQWV�DQG�DGYRFDWHV��$�WKLUG�YLHZ�LV�VHHQ�LQ�WKH�UDWLQJV�JLYHQ�E\�,9�'�FKLOG�VXSSRUW�UHVSRQGHQWV��7KH\�JLYH�WKH�KLJKHVW�IDLUQHVV�UDWLQJV�RI�DQ\�JURXS�WR�WKH�LPSDFW�RI�WKH�JXLGHOLQH�RQ�QRQFXVWRGLDO�SDUHQWV�DQG�WKH�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV��EXW�WKH\�DUH�QRW�WKH�KLJKHVW�RQ�WKH�RWKHU�UDWLQJV�
2QH�DGYDQWDJH�RI�XVLQJ�PHDQ�UDWLQJV�UDWKHU�WKDQ�SURSRUWLRQDO�UHVSRQVH�UDWHV�LV�WKDW�GLIIHUHQFHV�LQ�DYHUDJH�UDWLQJV�FDQ�PRUH�HDVLO\�EH�VWDWLVWLFDOO\�REVHUYHG��?�� 7KH�DYHUDJH�UDWLQJV�RI�UHVSRQGHQWV�ZHUH�FRPSDUHG�EDVHG�XSRQ�WKHLU�SRVLWLRQ��WKH�ILUVW�ILYH�JURXSV�LQ�([KLELW����� S������WKH�QXPEHU�RI�\HDUV�WKH\�UHSRUWHG�KDYLQJ�ZRUNHG�ZLWK�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�JXLGHOLQH��OHVV�WKDQ���\HDUV���±���\HDUV��RU����\HDUV�RU�PRUH���DQG�WKH�VL]H�RI�WKH�FRXQW\�WKH\�UHSUHVHQWHG �VPDOO��PHGLXP�VL]HG��RU�ODUJH���7KHUH�DUH�QR�VWDWLVWLFDO�GLIIHUHQFHV�LQ�WKH�DYHUDJH�UDWLQJV�EDVHG�XSRQ�WKH�FRXQW\�VL]H��7KHUH�DUH�GLIIHUHQFHV�EDVHG�RQ�UHVSRQGHQWV¶�SRVLWLRQ�DQG�\HDUV�RI�H[SHULHQFH�ZLWK�WKHJXLGHOLQH��DV�OLVWHG�EHORZ��
� )DLUQHVV�RI�WKH�JXLGHOLQH�WR�QRQFXVWRGLDO�SDUHQWV3RVLWLRQ��%RWK�DGYRFDWHV�DQG�SDUHQWV�JDYH�D�VWDWLVWLFDOO\�ORZHU�DYHUDJH�IDLUQHVV�UDWLQJ�WR�WKH�JXLGHOLQH¶V�LPSDFW�RQ�QRQFXVWRGLDO�SDUHQWV�FRPSDUHG�WR�WKH�RWKHU�WKUHH�JURXSV��7KHUH�DUH�QR�VWDWLVWLFDO�GLIIHUHQFHV�EHWZHHQ�SDUHQWV�DQG�DGYRFDWHV�LQ�WKHLU�DYHUDJH�IDLUQHVV�UDWLQJV��7KHUH�DOVR�DUH�QR�GLIIHUHQFHV�EHWZHHQ�UHVSRQGHQWV�UHSUHVHQWLQJ�WKH�FRXUW��SULYDWH�DWWRUQH\V��RU�WKH�FKLOG�VXSSRUW�RIILFH�<HDUV�RI�([SHULHQFH��7KHUH�DUH�QR�VWDWLVWLFDO�GLIIHUHQFHV�E\�\HDUV�RI�H[SHULHQFH�� )DLUQHVV�RI�WKH�JXLGHOLQH�WR�FXVWRGLDO�SDUHQWV3RVLWLRQ��7KH�DYHUDJH�IDLUQHVV�UDWLQJV�RI�DOO�ILYH�SRVLWLRQ�JURXSLQJV�DUH�VWDWLVWLFDOO\�WKH�VDPH�<HDUV�RI�([SHULHQFH��5HVSRQGHQWV�ZKR�KDG�ZRUNHG�ZLWK�WKH�JXLGHOLQH���\HDUV�RU�OHVV�JDYH�D�VWDWLVWLFDOO\�KLJKHU�DYHUDJH�IDLUQHVV�UDWLQJ�WKDQ�GLG�UHVSRQGHQWV�ZKR�KDG�ZRUNHG�ZLWK�WKH�JXLGHOLQH�EHWZHHQ���DQG����\HDUV�� )DLUQHVV�RI�WKH�JXLGHOLQH�WR�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�DZDUGHG3RVLWLRQ��$GYRFDWHV�DQG�SDUHQWV�JDYH�D�VWDWLVWLFDOO\�ORZHU�DYHUDJH�IDLUQHVV�UDWLQJ�WR�WKH�JXLGHOLQH¶V�LPSDFW�RQ�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�DZDUGHG�FRPSDUHG�WR�WKH�RWKHU�JURXSV��7KHUH�DUH�QR�VWDWLVWLFDO�GLIIHUHQFHV�EHWZHHQ�SDUHQWV�DQG�DGYRFDWHV�LQ�WKH�DYHUDJH�IDLUQHVV�UDWLQJV��7KHUH�DOVR�DUH�QR�GLIIHUHQFHV�EHWZHHQ�UHVSRQGHQWV�UHSUHVHQWLQJ�WKH�FRXUW��SULYDWH�DWWRUQH\V��RU�WKH�FKLOG�VXSSRUW�RIILFH�<HDUV�RI�([SHULHQFH��5HVSRQGHQWV�ZKR�KDG�ZRUNHG�ZLWK�WKH�JXLGHOLQH����\HDUV�RU�PRUH�JDYH�D�VWDWLVWLFDOO\�KLJKHU�DYHUDJH�IDLUQHVV�UDWLQJ�WKDQ�GLG�UHVSRQGHQWV�ZKR�KDG�ZRUNHG�ZLWK�WKH�JXLGHOLQH�EHWZHHQ ��DQG����\HDUV�� )DLUQHVV�RI�WKH�JXLGHOLQH�WR�SDUHQWV¶�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV3RVLWLRQ��$GYRFDWHV�JDYH�D�VWDWLVWLFDOO\�ORZHU�DYHUDJH�IDLUQHVV�UDWLQJ�WKDQ�UHVSRQGHQWV�IURP�WKH�FKLOG�VXSSRUW�RIILFH��7KHUH�ZHUH�QR�RWKHU�VWDWLVWLFDO�GLIIHUHQFHV�E\�SRVLWLRQ�<HDUV�RI�([SHULHQFH��5HVSRQGHQWV�ZKR�KDG�ZRUNHG�ZLWK�WKH�JXLGHOLQH���\HDUV�RU�OHVV�JDYH�D�VWDWLVWLFDOO\�KLJKHU�DYHUDJH�IDLUQHVV�UDWLQJ�WKDQ�GLG�UHVSRQGHQWV�ZKR�KDG�ZRUNHG�ZLWK�WKH�JXLGHOLQH�EHWZHHQ���DQG����\HDUV�
([KLELW����� �S���� ORRNV�DW�D�VRPHZKDW�GLIIHUHQW�LVVXH��QDPHO\��ZKHWKHU�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHUV�WKDW�DUH�WRR�ORZ��WRR�KLJK��RU�DERXW�ULJKW��$�PDMRULW\�����SHUFHQW��DQVZHUHG�WKDW�WKH\�EHOLHYH�RUGHU�DPRXQWV�DUH�WRR�KLJK��6RPHZKDW�PRUH�WKDQ�D TXDUWHU�RI�DOO�UHVSRQGHQWV�����SHUFHQW��WKRXJKW�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHUV�WKDW�DUH�DERXW�ULJKW��DQG�RQO\���SHUFHQW�EHOLHYHG�WKH�RUGHU�DPRXQWV�XVLQJ�WKH�JXLGHOLQH�DUH�WRR�ORZ��6RPH���SHUFHQW�RI�UHVSRQGHQWV�GLG�QRW�DQVZHU�WKH�TXHVWLRQ�RU�VDLG�WKH\�GLG QRW�NQRZ�
$V�WKH�ORZHU�KDOI�RI�([KLELW����� �S���� LOOXVWUDWHV��WKH�RSLQLRQV�DERXW�RUGHU�OHYHOV�ZHUH�QRW�ZLGHO\�VKDUHG�E\�DOO�UHVSRQGHQW�JURXSV��7KXV��ZKLOH����DQG����SHUFHQW�RI�DGYRFDWHV�DQG�SDUHQWV�UHVSHFWLYHO\�VDLG�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHUV�WKDW�DUH�WRR�KLJK��RQO\�DERXW�KDOI�RI�WKH�UHVSRQGHQWV�LQ�WKH�RWKHU�WKUHH�JURXSV�VHHPHG�WR�DJUHH��7KH�GLIIHUHQFHV�DUH�VWDWLVWLFDOO\�VLJQLILFDQW��7KDW�LV��WKH�SURSRUWLRQ�RI�DGYRFDWHV�DQG�SDUHQWV�ZKR�VDLG�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHUV�WKDW�DUH�WRR�KLJK�ZDV�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�VLPLODU�SURSRUWLRQV�UHSRUWHG�E\�WKH�RWKHU�WKUHH�JURXSV��&RQYHUVHO\��WKH�SURSRUWLRQ�RI�DGYRFDWHV�DQG�SDUHQWV�ZKR�VDLG�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHU�OHYHOV�WKDW�DUH�DERXW�ULJKW�ZDV�VLJQLILFDQWO\�OHVV�WKDQ�WKH�FRPSDUDEOH�SURSRUWLRQV�DPRQJ�WKH�RWKHU�WKUHH�JURXSV��9HU\�IHZ�UHVSRQGHQWV�LQ�DQ\�JURXS�EHOLHYHG�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHUV�WKDW�DUH�WRR�ORZ�
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6WUHQJWKV�DQG�:HDNQHVVHV
([KLELWV����� �S�����DQG����� �S�����UHVSHFWLYHO\�ORRN�DW�ZKDW�UHVSRQGHQWV�VDZ�DV�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�FKLOG�VXSSRUW�JXLGHOLQH��7KHVH�ZHUH�SUHVHQWHG�DV�RSHQ�HQGHG�TXHVWLRQV��WKXV��UHVSRQGHQWV�ZHUH�DOORZHG�WR�PHQWLRQ�DV�PDQ\ LVVXHV�DV�WKH\�ZDQWHG��6RPHZKDW�PRUH�WKDQ�D�WKLUG�RI�DOO�UHVSRQGHQWV�����SHUFHQW��GLG�QRW�OLVW�D�VWUHQJWK�RI�WKH�JXLGHOLQH��DQG�D VOLJKWO\�VPDOOHU�SURSRUWLRQ�����SHUFHQW��GLG�QRW�OLVW�D�ZHDNQHVV��,Q�VRPH�FDVHV�UHVSRQGHQWV�GLG�QRW�DQVZHU�HLWKHU�TXHVWLRQ��ZKLFK�PD\�UHIOHFW�DQ�XQZLOOLQJQHVV�WR�DQVZHU�RSHQ�HQGHG�TXHVWLRQV�JHQHUDOO\��+RZHYHU��IXUWKHU�H[DPLQDWLRQ�RI�WKH�GDWD�VKRZ�WKDW�QRQUHVSRQVH�WR�RQH�TXHVWLRQ�GLG�QRW�SUHGLFW�QRQUHVSRQVH�WR�WKH�RWKHU�TXHVWLRQ��7KXV��QRW�PXFK�LV�NQRZQ�DERXW�WKH�UHDVRQV�IRU�QRW�UHVSRQGLQJ�
6WUHQJWKV
)URP�WKH�QRQUHVSRQVH�UDWHV��LW�DSSHDUV�WKDW�LW�ZDV�PRUH�GLIILFXOW�WR�LGHQWLI\�VWUHQJWKV�WKDQ�LW�ZDV�WR�LGHQWLI\�ZHDNQHVVHV��)RU�H[DPSOH��LQ�DGGLWLRQ�WR�WKH����SHUFHQW�RI�DOO�UHVSRQGHQWV�ZKR�GLG�QRW�OLVW�D�VWUHQJWK�RI�WKH�JXLGHOLQH��DQRWKHU���SHUFHQW�VWDWHG�WKHUH�ZHUH�QR�VWUHQJWKV��7KHUH�ZHUH�QR�UHVSRQGHQWV�ZKR�VDLG�³QRQH´�LQ�DQVZHU�WR�WKH�TXHVWLRQ�DERXW�ZHDNQHVVHV��7KXV��DERXW����SHUFHQW�PRUH�UHVSRQGHQWV�OLVWHG�D�ZHDNQHVV�WKDQ�OLVWHG�D�VWUHQJWK�
8VXDOO\��WKH�OLVW�RI�VWUHQJWKV�DQG�ZHDNQHVVHV�LV�EHVW�SUHVHQWHG�LQ�D�VLQJOH�H[KLELW��EHFDXVH�RIWHQ�ZKDW�VRPH�UHVSRQGHQWV�VHH�DV�VWUHQJWKV��RWKHUV�VHH�DV�ZHDNQHVVHV��DQG�WKH�OLVWV�DUH�YHU\�VLPLODU��7KLV�ZDV�QRW�WUXH�IRU�UHVSRQGHQWV¶�FRPPHQWV�LQ�WKLV�VXUYH\�WKH�OLVW�RI�VWUHQJWKV�ZDV�YHU\�GLIIHUHQW�IURP�WKH�OLVW�RI�ZHDNQHVVHV�
$V�VKRZQ�LQ�([KLELW����� �S���������SHUFHQW�RI�DOO�UHVSRQGHQWV�WKRXJKW�FRQVLVWHQF\��XQLIRUPLW\��RU�REMHFWLYLW\�ZHUH�WKH�ELJJHVW�VWUHQJWKV�RI�WKH�JXLGHOLQHV��2WKHU�VWUHQJWKV�ZHUH�PHQWLRQHG�PXFK�OHVV�IUHTXHQWO\��EXW�WKHUH�ZHUH�PDQ\�RI�WKHP��7KH�GLVSOD\�LQ�WKH�H[KLELW�ZDV�OLPLWHG�WR�WKRVH�VWUHQJWKV�WKDW�ZHUH�PHQWLRQHG�E\�DW�OHDVW���SHUFHQW�RI�DOO�UHVSRQGHQWV��EXW�WKHUH�ZHUH�D�ODUJH�QXPEHU�RI�RWKHU�VWUHQJWKV�OLVWHG�E\�VPDOOHU�SURSRUWLRQV�RI�UHVSRQGHQWV��2QH�ZD\�RI�ORRNLQJ�DW�WKH�OLVW�LQ�([KLELW����� �S���� LV�WR�JURXS�WKH�VWUHQJWKV�LQWR�EURDGHU�FDWHJRULHV��7KH�VWUHQJWKV�DUH�RUJDQL]HG�LQWR�WKH�IROORZLQJ�IRXU�FDWHJRULHV�
� +DYLQJ�D�JXLGHOLQH��5HVSRQGHQWV�VDZ�WKH�H[LVWHQFH�RI�D�JXLGHOLQH�DV�D�VWUHQJWK�EHFDXVH�����LW�SURYLGHV�FRQVLVWHQF\��XQLIRUPLW\��DQG�REMHFWLYLW\�WR�WKH�FDOFXODWLRQ�RI�VXSSRUW�REOLJDWLRQV�����SHUFHQW���DQG�����LW�\LHOGV�SUHGLFWDEOH�UHVXOWV�����SHUFHQW���$�WKLUG�RI�DOO�UHVSRQGHQWV�PHQWLRQHG�WKHVH�WZR�DVSHFWV�DV�VWUHQJWKV��6XUYH\V�RI�XVHUV�LQ�RWKHU�VWDWHV�DOVR�ILQG�WKHVH�WR�EH�WKH�PRVW�IUHTXHQWO\�PHQWLRQHG�VWUHQJWKV�RI�JXLGHOLQHV�
$PRQJ�WKH�FRPPHQWV�XVHUV�PDGH�ZHUH��³)RUPXOD�GULYHQ��LW�WDNHV�DZD\�WKH�DUJXPHQWV�EHWZHHQ�WKH�SDUHQWV�RYHU�QHHG�´�³,W�SURPRWHV�XQLIRUPLW\�LQ�WKH�GHWHUPLQDWLRQ�RI�FKLOG�VXSSRUW�´�DQG�³,W�SURYLGHV�D�PHWKRG�WR�REWDLQ�D�FKLOG�VXSSRUW�RUGHU�ZLWKRXW�NQRZOHGJH�RI�WKH�QRQFXVWRGLDO�SDUHQW¶V�LQFRPH�EDVHG�XSRQ�DQ�DFFHSWDEOH�VWDQGDUG�RI�DGHTXDWH�FDUH�´

� 6SHFLILF�IDFWRUV�LQFOXGHG�LQ�WKH�JXLGHOLQH��7KLV�LQFOXGHV�FRPPHQWV�DERXW�����WKH�WLPHVKDUH�DGMXVWPHQW�LQ�WKH�JXLGHOLQH�����SHUFHQW�RI�UHVSRQGHQWV�FLWHG�WKLV�DV�D�VWUHQJWK��DQG�����WKH�JXLGHOLQH¶V�XVH�RI�QHW�LQFRPH����SHUFHQW��
8VHUV¶�FRPPHQWV�LQFOXGHG��³,W�LV�EDVHG�RQ�GLVSRVDEOH�LQFRPH�DIWHU�WD[�REOLJDWLRQV�´�³,W�WDNHV�DFFRXQW�RI�WKH�LQFRPH�RI�ERWK�SDUHQWV��DQG�LW�LV�DGMXVWHG�IRU�WKH�WLPH�VKDUH�RI�HDFK�SDUHQW�´�DQG�³,�OLNH�LW�WKDW�DOO�ELRORJLFDO�FKLOGUHQ�DUH�WDNHQ�LQWR�FRQVLGHUDWLRQ��WKDW�WKHUH�LV�D�FUHGLW�DOORZDQFH�IRU�RWKHU�VXSSRUW�UHFHLYHG�DQG�SDLG��DQG�WKDW�WKHUH�DUH�KHDOWK�LQVXUDQFH�DOORZDQFHV�IRU�ERWK�SDUWLHV�´

� $SSOLFDWLRQ�RI�WKH�JXLGHOLQH��7KLV�FDWHJRU\�FRYHUV�WKH�PHFKDQLFV�LQYROYHG�LQ�XVLQJ�WKH�JXLGHOLQH�WR�FDOFXODWH�VXSSRUW��7KXV��UHVSRQGHQWV�WKRXJKW�WKH�JXLGHOLQH�ZDV ����HDV\�WR�XVH�DQG�VLPSOH�WR�H[SODLQ����SHUFHQW�RI�UHVSRQGHQWV�FLWHG�WKLV�DV�D�VWUHQJWK��DQG�����DOORZV�MXGLFLDO�GLVFUHWLRQ����SHUFHQW��
8VHUV�PDGH�WKH�IROORZLQJ�FRPPHQWV��³,W�LV�HDV\�HQRXJK�WR�XVH�WKDW�SDUHQWV�FDQ�GR�WKH�SDSHUZRUN�RQ�WKHLU�RZQ�´�³7KHUH LV�VWLOO�GLVFUHWLRQ�LQ�WKH�FRXUW�WR�HQWHU�D�GLIIHUHQW�RUGHU�´�DQG�³,W�LV�VLPSOH�WR�H[SODLQ�WR�SDUHQWV�KRZ�FKLOG�VXSSRUW�LV�FDOFXODWHG�´

� Â��2XWFRPHV�IURP�XVLQJ�WKH�JXLGHOLQH��7KLV�FDWHJRU\�UHIHUV�WR�����VXSSRUW�DPRXQWV�DUH�IDLU�WR�FKLOGUHQ����SHUFHQW�PHQWLRQHG�WKLV�DV�D�VWUHQJWK���DQG�����WKH�JXLGHOLQH�\LHOGV�UHDVRQDEOH�VXSSRUW�DPRXQWV����SHUFHQW���7KXV��HYHQ�WKRXJK�D�PDMRULW\�RI�UHVSRQGHQWV�EHOLHYH�WKH�VXSSRUW�RUGHUV�DUH�WRR�KLJK�DQG�UHODWLYHO\�XQIDLU�WR�SDUHQWV��VRPH�UHVSRQGHQWV�VHH�WKH�RUGHU�OHYHOV�DV�DERXW�ULJKW�ZKHQ�LW�FRPHV�WR�VXSSRUWLQJ�FKLOGUHQ�
$PRQJ�WKH�XVHUV¶�FRPPHQWV�ZHUH��³,W�SURYLGHV�ZHOO�IRU�FKLOGUHQ�IURP�PLGGOH� DQG�XSSHU�LQFRPH�IDPLOLHV�´�³,W�DWWHPSWV�WR�PDLQWDLQ�WKH�VWDQGDUG�RI�OLYLQJ�IRU�WKH�FKLOGUHQ�´�DQG�³,W�KHOSV�WR�PDNH�UHDVRQDEOH�RUGHUV�WKDW�DUH�FDOFXODWHG�WKH�VDPH�IRU�DOO�SDUHQWV�´

:HDNQHVVHV
%\�DSSO\LQJ�WKH�IRXU�FDWHJRULHV�RI�VWUHQJWKV�WR�WKH�OLVW�RI�ZHDNQHVVHV�GLVSOD\HG�LQ�([KLELW����� �S������LW�FDQ�EH�VHHQ�WKDW�PRVW�RI�WKH�ZHDNQHVVHV�UHVSRQGHQWV�PHQWLRQHG�GHDO�SULQFLSDOO\�ZLWK�WKH�IDFWRUV�WKH�JXLGHOLQH�LQFOXGHV��7KLV�LQFOXGHG�FRPPHQWV�DERXW�WKH����WLPH�VKDUH�DGMXVWPHQW�����SHUFHQW�RI�UHVSRQGHQWV�PHQWLRQHG�WKLV�DV�D�ZHDNQHVV�EHFDXVH�WKH\�EHOLHYH�LW�HQFRXUDJHV�SDUHQWDO�FRQIOLFW�������WKH�JXLGHOLQH¶V�LQDELOLW\�WR�DGGUHVV�VSHFLDO�IDFWRUV�VXFK�DV�KRXVLQJ�FRVWV�RI�WKH�QRQFXVWRGLDO�SDUHQW�����SHUFHQW������WKH�DGGLWLRQV�WR�WKH�EDVLF�VXSSRUW�REOLJDWLRQ�IRU�FKLOG�FDUH�DQG�PHGLFDO�H[SHQVHV�����SHUFHQW���DQG�����WKH�ORZ�LQFRPH�DGMXVWPHQW��ZKLFK�PDQ\ VDZ�DV�LQDGHTXDWH�JLYHQ�WKH�FRVW�RI�OLYLQJ�LQ�&DOLIRUQLD����SHUFHQW��
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7KH�PRVW�IUHTXHQWO\�PHQWLRQHG�ZHDNQHVV�GHDOW�ZLWK�WKH�RXWFRPHV�WKDW�UHVXOW�IURP�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�����SHUFHQW�RI�UHVSRQGHQWV�VDLG�WKDW�WKH�VXSSRUW�DPRXQWV�FDOFXODWHG�XVLQJ�WKH�JXLGHOLQHV�DUH�WRR�KLJK��)LQDOO\�����SHUFHQW�RI�UHVSRQGHQWVFRPSODLQHG�DERXW�KRZ�WKH�JXLGHOLQH�LV�DSSOLHG��QDPHO\��WKDW�LW�LV�WRR�ULJLG�DQG�LQIOH[LEOH��7KLV�JURXS�RI�UHVSRQGHQWV�ZDQWHG�WKH�JXLGHOLQH�WR�DOORZ�PRUH�GLVFUHWLRQ�WR�MXGLFLDO�RIILFHUV�VR�WKDW�WKH\�FRXOG�FRQVLGHU�WKH�VSHFLDO�QHHGV�RI�WKH�SDUHQWV�DQG�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�ZDV�VRXJKW��
%HORZ�DUH�VRPH�FRPPHQWV�IURP�XVHUV�WKDW�UHIOHFW�WKHLU�WKRXJKWV�DERXW�ZHDNQHVVHV��$V�VRPH�RI�WKH�FRPPHQWV�LOOXVWUDWH��ZKDW�IRU�VRPH�UHVSRQGHQWV�ZDV�D�VWUHQJWK��IRU�RWKHUV�ZDV�D�ZHDNQHVV�
� 6SHFLILF�IDFWRUV�LQFOXGHG�LQ�WKH�JXLGHOLQH��³7LPH�VKDUH�UXOHV�FUHDWH�KDUVK�UHVXOWV�VRPHWLPHV�DQG�LQYLWH�FKLOG�FXVWRG\�YLVLWDWLRQ�OLWLJDWLRQ�´�³7D[�VWDWXV��WKH�GHGXFWLELOLW\�RI�LWHPV��DQG�WKH�DGMXVWPHQWV�WR�UHDFK�QHW�DUH�FXPEHUVRPH�DQG�PLVXQGHUVWRRG�E\�PDQ\�´�DQG�³&KRRVH�RQH�DQG�RQO\�RQH�PHWKRG�IRU�DFFRXQWLQJ�IRU�PHGLFDO�DQG�FKLOG�FDUH��HLWKHU�LW¶V�LQ�WKH�.�IDFWRU�RU�LW�LVQ¶W��1RZ�LW¶V�LQ�WKH�.IDFWRU��EXW�GRXEOH�ELOOHG�DIWHU�WKH�IDFW�´� $SSOLFDWLRQ�RI�WKH�JXLGHOLQH��³,W�LV�YHU\ FRPSOLFDWHG�WR�FDOFXODWH�ZLWKRXW�D�FRPSXWHU�SURJUDP�RU�WR�H[SODLQ�WR�D�OD\SHUVRQ�´��³,QFRQVLVWHQF\�LQ�LPSXWLQJ�LQFRPH�DQG�LQ�WKH�DSSOLFDWLRQ�RI�KDUGVKLSV�DQG�ORZ�LQFRPH�DGMXVWPHQW�JLYHV�YHU\�GLVSDUDWH�UHVXOWV�LQ�VLPLODU�FDVHV�´�DQG�³7KHUH�LV�QRW�HQRXJK�IOH[LELOLW\��HVSHFLDOO\�LQ�LQWHUVWDWH�FDVHV�ZKHUH�WKH�REOLJRU�OLYHV�LQ�&DOLIRUQLD�DQG�WKH�REOLJHH�OLYHV�LQ�DQRWKHU�VWDWH��7KH�FRGH�VSHFLILFDOO\�VD\V�WKDW�RXU�JXLGHOLQH�LV�DUWLILFLDOO\�KLJK�EHFDXVH�RI�&DOLIRUQLD¶V�FRVW�RI�OLYLQJ�´� 2XWFRPHV�IURP�XVLQJ�WKH�JXLGHOLQH��³7KH�JXLGHOLQHV�\LHOG�DQ�XQUHDOLVWLFDOO\�KLJK�DPRXQW�IRU�ORZ�LQFRPH�HDUQHUV�´�³3D\RUV�DUH�EHLQJ�LPSDFWHG�VHYHUHO\�DW�WLPHV�E\�WRR�KLJK�FKLOG�VXSSRUW�RUGHUV��7KLV�UHVXOWV�LQ�UHEHOOLRQ�DJDLQVW�WKH�FXVWRGLDO�SDUHQW�DQG�VWUDLQHG�UHODWLRQV�ZLWK�DOO�SDUWLHV��ZKLFK�QHJDWLYHO\�DIIHFWV�WKH�FKLOGUHQ�DQG�ERWK�IDPLOLHV��´�DQG�³7KHUH�LV�QR�ZD\�WR�DVVXUH�WKDW�WKH�FKLOGUHQ�UHFHLYH�WKH�PRQLHV�GXH�WR�WKHP�´
6RPH�UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�VKRXOG�LQFOXGH�����HQIRUFHPHQW�PHFKDQLVPV�WR�PRQLWRU�KRZ�WKH�FXVWRGLDO SDUHQW�XVHV�WKH�FKLOG�VXSSRUW��IRU�H[DPSOH��³,�VHH�ZD\�WRR�PDQ\�FDVHV�ZKHUH�FXVWRGLDO�SDUHQWV�XVH�WKH�FKLOG�VXSSRUW�PRQLHV�VR�WKDW�WKH\�GRQ¶W�KDYH�WR�ZRUN²RU�ZRUN�EHORZ�WKHLU�FDSDELOLWLHV²UDWKHU�WKDQ�XVH�WKH�PRQH\�WR�LPSURYH�WKHLU�FKLOGUHQ¶V�OLYHV�´������ PRUH�FRQVLGHUDWLRQ�RI�VHFRQG�IDPLOLHV��IRU�H[DPSOH��³7KH�JXLGHOLQH�LV�QRW�IDLU�WR�FKLOGUHQ�QRW�FRYHUHG�E\�WKH�VXSSRUW�RUGHU�EXW�ZKR�DUH�GHSHQGHQW�RQ�WKH�LQFRPH�RI�WKH�QRQFXVWRGLDO�SDUHQW�´���DQG�����DQ�DGMXVWPHQW�WR�HQVXUH�D�VXEVLVWHQFH�OHYHO�RI�LQFRPH�WR WKH�QRQFXVWRGLDO�SDUHQW��IRU�H[DPSOH��³7KH�JXLGHOLQH�GRHV�QRW�WDNH�LQWR�FRQVLGHUDWLRQ�D�VXEVLVWHQFH�OHYHO�RI�LQFRPH�IRU�ORZ�LQFRPH�REOLJRUV�´��
$GHTXDF\�RI�WKH�*XLGHOLQH�LQ�'HDOLQJ�:LWK�6SHFLILF�,VVXHV�
:KLOH�RSHQ�HQGHG�TXHVWLRQV�DUH�XVHIXO�LQ�FDSWXULQJ D�ZLGH�UDQJH�RI�LVVXHV�WKDW�WKH�JXLGHOLQH�KDQGOHV�ZHOO�RU�QRW�VR�ZHOO�DQG�WKH�LPSRUWDQFH�RI�WKRVH�LVVXHV�WR�UHVSRQGHQWV��EDVHG�RQ�WKH�IUHTXHQF\�HDFK�LVVXH�LV�PHQWLRQHG���WKH\�GR�QRW�DOORZ�D�FRPSDULVRQ�RI�WKH�UHODWLYH�LPSRUWDQFH�RI�WKRVH�LVVXHV�RU�VKRZ�LQ�D�TXDQWLWDWLYH�VHQVH�KRZ�DGHTXDWHO\�RU�LQDGHTXDWHO\�UHVSRQGHQWV�EHOLHYH�WKH�JXLGHOLQH�LV�GHDOLQJ�ZLWK�VSHFLILF�LVVXHV��)RU�H[DPSOH��([KLELW����� �S���� VKRZV�WKDW����SHUFHQW�RI�UHVSRQGHQWV�WKRXJKW�WKH�JXLGHOLQH�DGMXVWPHQW�IRU�WLPH�VKDULQJ�ZDV�D�ZHDNQHVV�DQG�WKDW���SHUFHQW�RI�UHVSRQGHQWV�EHOLHYHG�WKH�ORZ�LQFRPH�DGMXVWPHQW�SURYLVLRQ�LV�QRW�LQ�OLQH�ZLWK�WKH�FRVW�RI�OLYLQJ��,W�LV�QRW�SRVVLEOH�IURP�WKLV�LQIRUPDWLRQ��KRZHYHU��WR�NQRZ�KRZ�LQDGHTXDWH�WKH�DGMXVWPHQWV�DUH�RU�KRZ�WKH�DGHTXDF\�RI�WKRVH�DGMXVWPHQWV�FRPSDUHV�WR�RWKHU�DGMXVWPHQWV��
,Q�RUGHU�WR�XQGHUVWDQG�EHWWHU�KRZ�ZHOO�WKH�JXLGHOLQH�LV�DGGUHVVLQJ�VSHFLILF�LVVXHV�DQG�ZKHWKHU�LW�LV�DGGUHVVLQJ�VRPH�LVVXHV�EHWWHU�WKDQ�RWKHUV��WKH�VXUYH\�LQFOXGHG�D�VHW�RI�TXHVWLRQV�WKDW DVNHG�UHVSRQGHQWV�WR�UDWH�KRZ�DGHTXDWHO\�RU�LQDGHTXDWHO\�WKH�JXLGHOLQH�DGGUHVVHV����LVVXHV��5DWLQJV�XVHG�D�IRXU�SRLQW�VFDOH�ZKHUH�� YHU\�LQDGHTXDWH��� LQDGHTXDWH��� DGHTXDWH��DQG�� YHU\�DGHTXDWH��7KH�DYHUDJH��PHDQ��VFRUHV�IURP�WKHVH�UDWLQJV²H[FOXGLQJ�UHVSRQGHQWV�ZKR�GLG�QRW�DQVZHU�RU�ZKR�GLG�QRW�NQRZ�KRZ�WR�UDWH�D�VSHFLILF�LVVXH²DUH�SUHVHQWHG�LQ�([KLELW����� �S�����
6LQFH�WKH�DYHUDJH�UDWLQJV�H[FOXGH�DOO�UHVSRQGHQWV�ZKR�GLG�QRW�SURYLGH�D�UDWLQJ�RU�ZKR�GLG�QRW�NQRZ�KRZ�WR�UDWH�WKH�IDFWRU��LW�LV�XVHIXO�WR�FRQVLGHU�WKH�HOHPHQWV�RI�QRQUHVSRQVH��)RU�DOO�WKH����IDFWRUV��WKH�SURSRUWLRQ�RI�UHVSRQGHQWV�ZKR�GLG�QRW�DQVZHU�WKH�TXHVWLRQ�ZDV�FRQVLVWHQWO\�DERXW��±��SHUFHQW��:KLOH�WKHUH�ZDV�PRGHVW�QRQUHVSRQVH�IURP�HYHU\�JURXS��WKH�JURXSV�ZLWK�WKH�KLJKHVW�SURSRUWLRQ�RIUHVSRQGHQWV�ZKR�GLG�QRW�DQVZHU�WKH�TXHVWLRQV�ZHUH�SULYDWH�DWWRUQH\V�DQG�MXGLFLDO�RIILFHUV�
7KH�³GRQ¶W�NQRZ´�UHVSRQVH�UDWH�ZDV�UHODWLYHO\�KLJK��WKDW�LV��DERYH����SHUFHQW�RI�WKH�UHVSRQGHQWV�ZKR�DQVZHUHG�WKH�TXHVWLRQ��IRU ��RI�WKH����TXHVWLRQV��7KH�SUHFLVH�UHDVRQV�ZK\�PDQ\�UHVSRQGHQWV�GLG�QRW�UDWH�WKHVH�LVVXHV�DUH�QRW�NQRZQ��DOWKRXJK�LW�LV�SRVVLEOH�WKDW�WKH�LVVXHV�GR�QRW�DSSHDU�IUHTXHQWO\�HQRXJK�LQ�DSSO\LQJ�WKH�JXLGHOLQH�IRU�UHVSRQGHQWV�WR�NQRZ�KRZ�WR�UDWH�WKHP��)RU�H[DPSOH��WKH�KLJKHVW�³GRQ¶W�NQRZ´�UHVSRQVH�UDWHV�ZHUH�WR�WKH�IROORZLQJ�LVVXHV�����DGMXVWPHQWV�IRU�VSRXVDO�VXSSRUW�����SHUFHQW�RI�UHVSRQGHQWV�������FDVHV�LQ�ZKLFK�WKH�LQFRPH�RI�WKH�QRQFXVWRGLDO�SDUHQW�LV�XQNQRZQ�����SHUFHQW�������ZRUN� RU�HGXFDWLRQ�UHODWHG�FKLOG�FDUH�FRVWV�IRU�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV�����SHUFHQW���DQG�����KLJK�LQFRPH�FDVHV�����SHUFHQW���)XUWKHU�VXSSRUW�IRU�WKH�EHOLHI�WKDW�ODFN�RI�IDPLOLDULW\�PD\�H[SODLQ�PRVW�RI�WKH�³GRQ¶W�NQRZ´�UHVSRQVHV�FRPHV�IURP�ORRNLQJ�DW�UHVSRQVH�UDWHV�IRU�LQGLYLGXDO�JURXSV��3DUHQWV�DQG�DGYRFDWHV�KDG�YHU\�KLJK�³GRQ¶W�NQRZ´�UHVSRQVH�UDWHV�IRU�DOO�WKHVH�LVVXHV��ZKLOH�WKH�FRPSDUDEOH�UDWHV�IRU�RWKHU�UHVSRQGHQW�JURXSV�ZHUH�ORZ��JHQHUDOO\���SHUFHQW�RU�OHVV���7KH�RQH�H[FHSWLRQ�ZDV�WKDW����SHUFHQW�RI�,9�'�FKLOG�VXSSRUW�VWDII VDLG�WKH\�GLG�QRW�NQRZ�KRZ�WR�UDWH�WKH�LVVXH�RI�VSRXVDO�VXSSRUW�DGMXVWPHQWV��ZKLFK�GRHV�QRW�VHHP�VXUSULVLQJ�JLYHQ�WKHLU�FOLHQW�SRSXODWLRQ�
$Q�DYHUDJH�VFRUH�RI�����LQ�([KLELW����� �S���� ZRXOG�VXJJHVW�WKDW�UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�LV�QHLWKHU�DGHTXDWH�QRU�LQDGHTXDWH�LQ�GHDOLQJ�ZLWK�WKH�LVVXH��$YHUDJHV�OHVV�WKDQ�����VXJJHVW�WKDW�UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�LV�LQDGHTXDWH�LQ�GHDOLQJ�ZLWK�WKH�LVVXH��ZKLOH�UDWLQJV�DERYH�����VXJJHVW�UHVSRQGHQWV�VDZ�WKH�JXLGHOLQH�DV�DGHTXDWH��
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7KH�RYHUDOO�UDWLQJV�LQGLFDWH�WKDW�UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�GHDOV�� 6RPHZKDW�DGHTXDWHO\�ZLWK�WZR�LVVXHV��DYHUDJH�UDWLQJV�EHWZHHQ������DQG������������ZRUN� RU�HGXFDWLRQ�UHODWHG�FKLOG�FDUH�FRVWV�IRU�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFW�RI�WKH�VXSSRUW�EHLQJ�RUGHUHG��DYHUDJH ������DQG�����KHDOWK�LQVXUDQFH�H[SHQVHV��DYHUDJH ������� 6RPHZKDW�LQDGHTXDWHO\�ZLWK�WZR�LVVXHV��UDWLQJV�EHWZHHQ������DQG������������SURYLVLRQV�IRU�FDOFXODWLQJ�WKH�QHW�LQFRPH�RI�ERWK�SDUHQWV��DYHUDJH ������DQG�����DGMXVWPHQWV�IRU�DGGLWLRQDO�QDWXUDO�RU�DGRSWHG�FKLOGUHQ�OLYLQJ�LQ�WKH�PRWKHU¶V�RU�IDWKHU¶V�KRPH��DYHUDJH ������� ,QDGHTXDWHO\�ZLWK�WKH�UHPDLQLQJ�VHYHQ�LVVXHV��DYHUDJHV�EHORZ��������)RU�RQH�RI�WKHVH�VHYHQ�LVVXHV²WKH�DGHTXDF\�RI�WKH�JXLGHOLQH�LQ�GHDOLQJ�ZLWK�ORZ�LQFRPH�FDVHV²WKH�DYHUDJH�UDWLQJ�ZDV�EHWZHHQ�LQDGHTXDWH�DQG�YHU\�LQDGHTXDWH��
$Q�H[DPLQDWLRQ�RI�UDWLQJV�E\�WKH�ILYH�PDMRU�UHVSRQGHQW�JURXSV�LQ�([KLELW����� �S���� VXJJHVWV�WKDW�UHVSRQGHQWV¶�RSLQLRQV�DERXW�WKH�H[LVWLQJ�JXLGHOLQH�ZHUH�QRW�ZLGHO\�VKDUHG��6LPLODU�WR�WKH�IDLUQHVV�UDWLQJV�LQ�([KLELW����� �S������SDUHQWV�DQG�DGYRFDWHV�JDYH�FRQVLVWHQWO\�ORZHU�DYHUDJH�DGHTXDF\�UDWLQJV�WR�DOO�WKH�LVVXHV�WKDQ�GLG�RWKHU�JURXSV��%XW�WKHUH�DUH�RWKHU�GLIIHUHQFHV�LQ�WKH�WDEOH�WKDW�DUH�QRW�DV�REYLRXV��7KXV��LQ�WKH�WDEOH�EHORZ��WKH�VWDWLVWLFDO�GLIIHUHQFHV�IRU�HDFK�LVVXH�DUH�LGHQWLILHG�DV�D�JXLGH�WR�SROLF\�PDNHUV�DV�WKH\�FRQVLGHU�UHILQHPHQWV�WR�WKH�JXLGHOLQH�
)XUWKHU��DOWKRXJK�WKHUH�DUH�QR�VWDWLVWLFDOO\�VLJQLILFDQW�GLIIHUHQFHV�LQ�WKH�DYHUDJH�UDWLQJV�EDVHG�RQ�WKH�UHVSRQGHQWV¶�\HDUV�RI�H[SHULHQFH�XVLQJ�WKH�JXLGHOLQH��WKHUH�DUH�D�IHZ�GLIIHUHQFHV�EDVHG�RQ�WKH�FRXQW\�VL]H�� )RU�WKUHH�LVVXHV²DGMXVWPHQWV�IRU�VSRXVDO�VXSSRUW��DGMXVWPHQWV�IRU�VKDULQJ�SK\VLFDO�FXVWRG\��DQG�SURYLVLRQV�IRU�FDOFXODWLQJ�WKH�QHW�LQFRPH�RI�ERWK�SDUHQWV² UHVSRQGHQWV�IURP�ODUJH�FRXQWLHV�JDYH�DYHUDJH�UDWLQJV�WKDW�ZHUH�VLJQLILFDQWO\�ORZHU�WKDQ�WKH�DYHUDJH�UDWLQJV�JLYHQ�E\�UHVSRQGHQWV�IURP�PHGLXP�VL]HG�FRXQWLHV�� )RU�RQH�LVVXH²KLJK�LQFRPH FDVHV²UHVSRQGHQWV�IURP�ODUJH�FRXQWLHV�JDYH�D�VLJQLILFDQWO\�ORZHU�DYHUDJH�UDWLQJ�WKDQ�GLG�UHVSRQGHQWV�IURP�HLWKHU�VPDOO�RU�PHGLXP�VL]HG�FRXQWLHV�
7KH�GHWDLOHG�FRPPHQWV�UHVSRQGHQWV�PDGH�WR�RWKHU�VXUYH\�TXHVWLRQV�DGG�LQVLJKW�WR�WKH�UDWLQJV�VKRZQ�LQ�([KLELW����� �S������SDUWLFXODUO\�IRU�WKRVH�LVVXHV�WKDW�UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�GRHV�QRW�DGHTXDWHO\�DGGUHVV��%HORZ��D�IHZ�RI�WKH�LVVXHV�WKDW�UHFHLYHG�WKH�ORZHVW�UDWLQJV�DUH�GLVFXVVHG��WKDW�LV��WKRVH�LVVXHV�UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�DGGUHVVHV�OHDVW�DGHTXDWHO\�
$GMXVWPHQWV�IRU�/RZ�,QFRPH
2YHUDOO��WKLV�LVVXH�UHFHLYHG�WKH�ORZHVW�DGHTXDF\�UDWLQJ�RI�DOO�WKH����LVVXHV�UHVSRQGHQWV�ZHUH�DVNHG�WR�UDWH��GHVSLWH�WKH�IDFW�WKDW�WKH�JXLGHOLQH�SHUPLWV�GHYLDWLRQV�WR�WKH�VXSSRUW�DPRXQW�ZKHQ�WKH�REOLJRU¶V�QHW�LQFRPH�LV�OHVV�WKDQ��������SHU�PRQWK�
7KH�REMHFWLRQ�PRVW�UHVSRQGHQWV�UDLVHG�WR�KRZ�WKH�JXLGHOLQH�GHDOV�ZLWK�ORZ�LQFRPH�REOLJRUV�LV�WKDW�WKH�LQFRPH�WKUHVKROG�DW�ZKLFK�WKH�DGMXVWPHQW�FDQ�EH�DSSOLHG�LV�WRR�ORZ��7KH\�DUJXHG�WKDW�PDQ\�SDUHQWV�ZKRVH�LQFRPH�LV�DERYH�WKH�WKUHVKROG�ILQG�LW�KDUG�WR�PDLQWDLQ�D�PLQLPDO�VWDQGDUG�RI�OLYLQJ�DQG�SD\�WKHLU�FKLOG�VXSSRUW��7KH�PDLQ�VXJJHVWLRQ�WKH\�KDG�ZDV�WR�HVWDEOLVK�D�QHZ��KLJKHU�WKUHVKROG��2WKHUV�VXJJHVWHG�QRW�RQO\�LQFUHDVLQJ�WKH�WKUHVKROG��EXW�DGGLQJ�D�VOLGLQJ�VFDOH�WR�DFFRPPRGDWH�ORZ�LQFRPH�REOLJRUV�ZKRVH�LQFRPH�ZDV�FORVH�WR�WKH�QHZ�WKUHVKROG�
)LQDOO\��PDQ\�UHVSRQGHQWV�GLG�QRW�EHOLHYH�D�VLQJOH�WKUHVKROG�ZDV�IDLU�EHFDXVH�WKH�FRVW�RI�OLYLQJ�DPRQJ�&DOLIRUQLD�FRXQWLHV�LV�VR�YDULDEOH��7KH\�DUJXHG�WKDW�WKH�WKUHVKROG�DW�ZKLFK�DQ�REOLJRU�ZRXOG�TXDOLI\�IRU�D�ORZ�LQFRPH�DGMXVWPHQW�VKRXOG�EH�GLIIHUHQW�LQ�GLIIHUHQW�FRXQWLHV�
&DVHV�:KHQ�WKH�1RQFXVWRGLDO�3DUHQW¶V�,QFRPH�,V�8QNQRZQ
7KLV�LVVXH�UHFHLYHG�WKH�VHFRQG�ORZHVW�RYHUDOO�DGHTXDF\�UDWLQJ�RI�WKH����LVVXHV��%DVHG�XSRQ�FRPPHQWV�HOVHZKHUH�LQ�WKH�VXUYH\��UHVSRQGHQWV�VHHPHG�WR�EH�FRQFHUQHG�DERXW�KRZ�WR�HVWDEOLVK�LQFRPH�ZKHQ�WKH�QRQFXVWRGLDO�SDUHQW�LV�VHOI�HPSOR\HG��XQGHUHPSOR\HG��ZRUNV�VHDVRQDOO\�IRU�FDVK�ZDJHV�WKDW�DUH�QRW�UHSRUWHG��RU�LV�FKURQLFDOO\�XQHPSOR\HG��LQFDUFHUDWHG��RU�PHQWDOO\�LOO��5HVSRQGHQWV�FRPSODLQHG�WKDW�LW�ZDV�LPSRVVLEOH�LQ�WKHVH�W\SHV�RI�FDVHV�WR�HVWDEOLVK�LQFRPH�DFFXUDWHO\��SDUWLFXODUO\�IRU�VHOI�HPSOR\HG�SDUHQWV��0DQ\�UHVSRQGHQWV�VHHPHG�WR�EHOLHYH�WKDW�WKHVH�FLUFXPVWDQFHV�OHDG�SDUHQWV�WR�³KLGH´�LQFRPH��WR�VKLIW�LQFRPH�RU�XVH�FUHDWLYH�DFFRXQWLQJ��RU�WR�GHOLEHUDWHO\�XQGHUUHSRUW�LQFRPH�
8QOLNH�VRPH�RWKHU�LVVXHV��UHVSRQGHQWV�GLG�QRW�VHHP�WR�KDYH�D�UHDG\�VROXWLRQ�IRU�UHVROYLQJ�WKLV�GLIILFXOW\�
+LJK�,QFRPH�&DVHV
'HDOLQJ�ZLWK�KLJK�LQFRPH�FDVHV�ZDV�DOVR�SUREOHPDWLF�IRU�UHVSRQGHQWV��7KLV�LV�UHIOHFWHG�LQ�WKH�UHODWLYHO\�ORZ�DGHTXDF\�UDWLQJ�LQ�([KLELW����� �S������5HVSRQGHQWV�DSSHDUHG�WR�EH�ZRUULHG�DERXW�WKH�DEVHQFH�RI�DQ\�FRQVLVWHQW�PHFKDQLVP�IRU�GHDOLQJ�ZLWK�KLJK�LQFRPH�DQG�WKH�ODFN�RI�JXLGDQFH�DERXW�ZKDW�DQ�DSSURSULDWH�PHFKDQLVP�PLJKW�EH��$V�RQH�MXGJH�ZURWH��³,�GRQ¶W�WKLQN�JXLGHOLQHV�FDQ�IDLUO\�KDQGOH�DOO�KLJK�LQFRPH�FDVHV��-XGJHV�QHHG�WR�KDYH�GLVFUHWLRQ�LQ�WKHVH�FDVHV�´
6SRXVDO�6XSSRUW
7KHUH�ZDV�QRW�D�ORW�RI�FRPPHQW�DERXW�VSRXVDO�VXSSRUW��DQG�WKH�VXUYH\�GLG�QRW�DVN�D�VSHFLILF�VHW�RI�TXHVWLRQV�DERXW�WKLV�LVVXH��1HYHUWKHOHVV��WKH�LQFOXVLRQ�RI�D�TXHVWLRQ�DERXW�KRZ�DGHTXDWHO\�WKH�JXLGHOLQH�GHDOV�ZLWK�VSRXVDO�VXSSRUW�SURPSWHG�FRPPHQWV��PRVWO\�QHJDWLYH� IURP�D�IHZ�SHRSOH�ZKR�VDZ�WKDW�VXSSRUW�DV�IXUWKHU�LPSRYHULVKLQJ�WKH�QRQFXVWRGLDO�SDUHQW��7KH�IROORZLQJ�FRPPHQW�VHHPHG�VRPHWKLQJ�ZRUWK�UHSRUWLQJ�
,�GRQ¶W�EHOLHYH�WKDW�D�IDLU�DSSUDLVDO�RI�WKH�JXLGHOLQHV�IRU�FKLOG�VXSSRUW�FDQ�EH�DFKLHYHG�ZLWKRXW�D�VLPLODU�ORRN�DW�WKH�JXLGHOLQHV�IRU�VSRXVDO�VXSSRUW��6SRXVDO�VXSSRUW�WDNHV�PRQH\�DZD\�IURP�WKH�FKLOGUHQ�RI�ERWK�WKH�ILUVW�DQG�VHFRQG�IDPLOLHV��,�WUXO\�EHOLHYH�WKDW�D�VWDWH�VXUYH\�RI�VSRXVDO�VXSSRUW�ZRXOG�UHVXOW�LQ�GHPDQG�IRU�WLPH�OLPLWHG�VSRXVDO�VXSSRUW�RU�IRU�FRPSOHWH�HOLPLQDWLRQ�RI�VSRXVDO�VXSSRUW�LI�WKH�VWDQGDUG�RI�OLYLQJ�RI�WKH�FKLOGUHQ�ZHUH�LQ�MHRSDUG\�
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)RU�:KLFK�)DPLOLHV�,V�WKH�*XLGHOLQH�+HOSIXO�RU�'LIILFXOW"
5HVSRQGHQWV¶�UDWLQJV�RI�KRZ�DGHTXDWHO\�WKH�JXLGHOLQH�GHDOV�ZLWK�VHOHFWHG�LVVXHV�DUH�UHIOHFWHG�LQ�WKHLU�YLHZV�DERXW�ZKDW�W\SHV�RI�IDPLOLHV�DUH�KHOSHG�E\�WKH�JXLGHOLQH�DQG�ZKDW�W\SHV�RI�IDPLOLHV�ILQG�WKH�JXLGHOLQH�GLIILFXOW��7KHVH�YLHZV�DUH�GLVSOD\HG�LQ�([KLELW������S������EXW�RQO\�IRU�WKRVH�UHVSRQGHQWV�ZKR�JDYH�DQ�DQVZHU�WR�RQH�RU�ERWK�TXHVWLRQV��7KXV��LW�H[FOXGHV�WKH����SHUFHQW�RI�UHVSRQGHQWV�ZKR�GLG�QRW�DQVZHU�WKH�TXHVWLRQ�DERXW�ZKDW�W\SHV�RI�IDPLOLHV�WKH�JXLGHOLQH�KHOSV�DQG�WKH����SHUFHQW�RI�UHVSRQGHQWV�ZKR�GLG�QRW�DQVZHU�WKH�TXHVWLRQ�DERXW�ZKDW�IDPLO\�W\SHV�ILQG�WKH�JXLGHOLQH�GLIILFXOW�
,W�LV�HDV\�WR�VHH�LQ�WKH�H[KLELW�WKDW�IRU�WKH�VDPH�IDPLO\�W\SH�VRPH�UHVSRQGHQWV�WKRXJKW�WKH�JXLGHOLQH�ZDV�KHOSIXO�DQG�RWKHUV�WKRXJKW�LW�FUHDWHG�GLIILFXOWLHV��7KXV��ZKLOH���SHUFHQW�RI�UHVSRQGHQWV�IHOW�WKH�JXLGHOLQH�ZDV�KHOSIXO�WR�HYHU\�IDPLO\�RU�WR�PRVW�IDPLOLHV����SHUFHQW�VDLG�WKH�JXLGHOLQH�ZDV�GLIILFXOW�IRU�HYHU\�IDPLO\�RU�PRVW�IDPLOLHV�
0RVW�UHVSRQGHQWV�JHQHUDOL]HG�DERXW�WKH�IDPLOLHV�WKH\�WKRXJKW�ZHUH�KHOSHG�RU�GLVDGYDQWDJHG�E\�WKH�JXLGHOLQH�EDVHG�RQ�WKH�SDUHQWV¶�LQFRPH�OHYHO��ZKHWKHU�LW�ZDV�ORZ��PLGGOH��RU�KLJK��7KH�IDPLOLHV�WKDW�D�SOXUDOLW\�RI�UHVSRQGHQWV�����SHUFHQW��EHOLHYHG�ZHUH�PRVW�KHOSHG�E\�WKH�JXLGHOLQH�ZHUH�PLGGOH�LQFRPH�KRXVHKROGV��IROORZHG�E\�KLJK�LQFRPH�KRXVHKROGV�����SHUFHQW��DQG�ORZ�LQFRPH�KRXVHKROGV�����SHUFHQW���7KH�IDPLO\�W\SHV�IRU�ZKLFK�UHVSRQGHQWV�IHOW�WKH�JXLGHOLQH�LV�PRVW�GLIILFXOW�ZHUH�LQ�WKH�UHYHUVH�RUGHU��7KDW�LV��UHVSRQGHQWV�EHOLHYHG�WKH�JXLGHOLQH�LV�PRVW�GLIILFXOW�IRU�ORZLQFRPH�KRXVHKROGV�����SHUFHQW���IROORZHG�E\�KLJK�LQFRPH�KRXVHKROGV�����SHUFHQW�DQG�PLGGOH�LQFRPH�KRXVHKROGV����SHUFHQW��
6PDOOHU�SURSRUWLRQV�RI�UHVSRQGHQWV�PHQWLRQHG�VSHFLILF�IDPLO\�W\SHV�WKDW�WKH\�EHOLHYHG�DUH�KHOSHG�E\�WKH�JXLGHOLQH��$PRQJ�WKH�IDPLO\�W\SHV�PRVW�IUHTXHQWO\�UHSRUWHG�ZHUH�� &XVWRGLDO�SDUHQW�IDPLOLHV����SHUFHQW���DQG� )DPLOLHV�WKDW�GR�QRW�KDYH�UHVSRQVLELOLWLHV�IRU�VXSSRUWLQJ�RWKHU�IDPLOLHV����SHUFHQW���WKDW�LV��IDPLOLHV�ZKHUH�QHLWKHU�SDUHQW�KDV�DQ�H[LVWLQJ�FKLOG�VXSSRUW�RUGHU�DQG�QHLWKHU�SDUHQW�LV�VXSSRUWLQJ�RWKHU�QDWXUDO�RU�DGRSWHG�FKLOGUHQ�ZKR�DUH�OLYLQJ�ZLWK�WKHP�
,Q�WKH ³RWKHU´�FDWHJRU\��VSHFLDO�FKDUDFWHULVWLFV�RI�IDPLOLHV�IRU�ZKLFK�WKH�JXLGHOLQH�ZDV�VHHQ�DV�KHOSIXO�LQFOXGHG�����IDPLOLHV�ZKHUH�WKH�SDUHQWV�KDYH�DWWRUQH\V������IDPLOLHV�WKDW�GR�QRW�KDYH�DQ\�VSHFLDO�FLUFXPVWDQFHV��IRU�H[DPSOH��VSHFLDO�PHGLFDO�QHHGV�IRU�WKH�VXSSRUWHG�FKLOGUHQ���RU�����IDPLOLHV�ZKHUH�ERWK�SDUHQWV�DUH�HPSOR\HG�DQG�HDUQ�ZDJHV��³���� ��VWDQGDUG�ZDJH�HDUQHUV�ZKRVH�IDPLO\�VLWXDWLRQ�LV�UHODWLYHO\�VWUDLJKWIRUZDUG²QRW�WRR�PDQ\�RWKHU�FKLOGUHQ�WR�VXSSRUW´��
7KH�FKDUDFWHULVWLFV�RI�IDPLOLHV�WKDW�ZHUH�YLHZHG�DV�PRVW�GLVDGYDQWDJHG�E\�WKHJXLGHOLQH�ZHUH�� )DPLOLHV�LQ�ZKLFK�RQH�RU�ERWK�SDUHQWV�KDV�DQRWKHU�IDPLO\�WR�VXSSRUW�����SHUFHQW���³7KH�JXLGHOLQHV�SHQDOL]H�REOLJRUV�ZLWK�FKLOGUHQ�E\�GLIIHUHQW�PRWKHUV�´���DQG� )DPLOLHV�ZKHUH�RQH�RU�ERWK�SDUHQWV�LV�VHOI�HPSOR\HG�����SHUFHQW���³(VWDEOLVKLQJ�DFFXUDWH�DQG�IDLU�RUGHUV�ZLWK�VHOI�HPSOR\HG�FXVWRGLDO�DQG�QRQFXVWRGLDO�SDUHQWV�LV�GLIILFXOW�EHFDXVH�HVWDEOLVKLQJ�DFFXUDWH�LQFRPHV�LV�FKDOOHQJLQJ�´��
:LWK�UHVSHFW�WR�VHFRQG�IDPLOLHV��VRPH�UHVSRQGHQWV�EHOLHYHG�WKDW�WKH�JXLGHOLQH�LV�XQIDLU�EHFDXVH�RI�KRZ�LW�WUHDWV�DGGLWLRQDO�GHSHQGHQWV��IRU�H[DPSOH��WKH�JXLGHOLQH¶V�SUHIHUHQFH�IRU�ILUVW�ERUQ�RYHU�ODWHU±ERUQ�FKLOGUHQ��VHFRQG�IDPLOLHV�ZLWK�ELRORJLFDO�FKLOGUHQ�RI�WKH�QRQFXVWRGLDO�SDUHQW��IDPLOLHV�ZLWK�VWHSFKLOGUHQ�VXSSRUWHG�E\�WKH�QRQFXVWRGLDO�SDUHQW���7KH\�DUJXHG�WKDW�WKH�JXLGHOLQH�VKRXOG�EH�UHYLVHG�WR�DFFRPPRGDWH�WKHVH�FDVH�W\SHV�VR�WKDW�DOO�ODWHU�ERUQ�FKLOGUHQ�GR�QRW�JHW�VKRUWFKDQJHG�RU�WKDW�SDUHQWV�FDQ�VXSSRUW�FKLOGUHQ�LQ�QHZ�UHODWLRQVKLSV�HYHQ�LI�WKH\�DUH�QRW�ELRORJLFDOO\�WKHLU�RZQ�
6PDOOHU�SURSRUWLRQV��LQ�WKH�³RWKHU´�UHVSRQVH�FDWHJRU\��PHQWLRQHG�IDPLOLHV�LQ�ZKLFK�WKH�SDUHQWV�DUH�XQUHSUHVHQWHG��IDPLOLHV�ZLWK�KDUGVKLSV��IRU�H[DPSOH��GXH�WR�KLJK�PHGLFDO�H[SHQVHV���DQG�IDPLOLHV�WKDW�OLYH�LQ�KLJK�FRVW�DUHDV�RI�&DOLIRUQLD�DV�EHLQJ�PRVW�GLVDGYDQWDJHG�E\�WKH�JXLGHOLQH��7KH�ODVW�LVVXH²WKH�KLJK�FRVW�RI�OLYLQJ�DQG�HVSHFLDOO\�KRZ�WKH�FRVW�RI�OLYLQJ�YDULHV�DPRQJ�&DOLIRUQLD�FRXQWLHV²ZDV�D�WKHPH�WKURXJKRXW�PXFK�RI�WKH�VXUYH\��6HYHUDO�UHVSRQGHQWV�WKRXJKW�WKH�JXLGHOLQH�VKRXOG�EH�UHYLVHG�WR�LQFOXGH�����D�FRXQW\�DGMXVWPHQW�WKDW�IDFWRUHG�LQ�WKH�UHODWLYH�FRVW�RI�OLYLQJ�LQ�WKH�FRXQW\��³7KH�JXLGHOLQHV�IDLO�WR�WDNH�LQWR�DFFRXQW�WKH�SD\RU¶V�EDVLF�OLYLQJ�H[SHQVHV��ZKLFK�YDU\�GHSHQGLQJ�RQ�WKH�UHVLGHQFH�ORFDWLRQ�LQ�WKH�VWDWH�´�������DQ�LQWHUVWDWH�DGMXVWPHQW WKDW�ORZHUHG�VXSSRUW�REOLJDWLRQV�ZKHQ�WKH�FKLOGUHQ�EHLQJ�VXSSRUWHG�OLYHG�RXWVLGH�&DOLIRUQLD��DQG�����D�UHVLGHQFH�DGMXVWPHQW�WKDW�FRQVLGHUHG�WKH�FRXQW\�ZKHUH�HDFK�SDUHQW�UHVLGHG��IRU�H[DPSOH��DQ�REOLJRU�OLYLQJ�LQ�6DQ�)UDQFLVFR�&RXQW\�VKRXOG�QRW�KDYH�WR�SD\ DV�PXFK�FKLOG�VXSSRUW�LI�WKH�FKLOGUHQ�EHLQJ�VXSSRUWHG�OLYH�LQ�0HQGRFLQR�&RXQW\�VLQFH�0HQGRFLQR�&RXQW\�KDV�D�ORZHU�FRVW�RI�OLYLQJ��
5($6216�)25�'(9,$7,216�$1'�,'($6�)25�,03529(0(17
7KLV�VHFWLRQ�H[DPLQHV�ZKDW�SUREOHPV�UHVSRQGHQWV�VDLG�WKH\�HQFRXQWHU�LQ�XVLQJ�WKH�JXLGHOLQH�WR�HVWDEOLVK�RU�PRGLI\�FKLOG�VXSSRUW�RUGHUV��ZKDW�GHYLDWLRQV�WKH\�VHH�EHLQJ�PDGH�WR�DFFRPPRGDWH�WKHVH�SUREOHPV��DQG�ZKDW�FKDQJHV�WKH\�EHOLHYH�DUH�QHHGHG�WR�LPSURYH�WKH�JXLGHOLQH�DQG�PDNH�LW�PRUH�XVHIXO�WR�SDUHQWV�DQG�WR�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�HVWDEOLVKHG��7KLV�VHFWLRQ�SD\V�SDUWLFXODU�DWWHQWLRQ�WR�WKH�WKUHH�LVVXHV�RI�SULPDU\�LQWHUHVW�WR�WKH�-XGLFLDO�&RXQFLO��ORZ�LQFRPH�DGMXVWPHQWV��ZKHWKHU�WKH�JXLGHOLQH�VKRXOG�XVH�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�VXSSRUW�REOLJDWLRQV��DQG�DFFRPPRGDWLRQV�IRU�VHFRQG�IDPLOLHV�
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'HYLDWLRQV
7KH�VXUYH\�LQFOXGHG�D�TXHVWLRQ�DVNLQJ�UHVSRQGHQWV�WR�OLVW�WKH�UHDVRQV�WKH\�EHOLHYH�FRXUWV�GHYLDWH�IURP�WKH�JXLGHOLQH��7KLV�ZDV�DQ�RSHQ�HQGHG�TXHVWLRQ�WKDW�DOORZHG�UHVSRQGHQWV�WR�OLVW�DV�PDQ\�UHDVRQV�IRU�GHYLDWLRQV�DV�WKH\�ZDQWHG��0RUH�WKDQ�D�WKLUG�RI�WKH�UHVSRQGHQWV�����SHUFHQW��GLG�QRW�DQVZHU�WKH�TXHVWLRQ��,W�LV�EHOLHYHG�WKDW�D�ORW�RI�WKH�QRQUHVSRQVH�UHIOHFWV�D�ODFN�RI�IDPLOLDULW\�ZLWK�VXSSRUW�RUGHU�HVWDEOLVKPHQW�EHFDXVH�WKH�KLJKHVW�UDWHV�RI�QRQUHVSRQVH�RFFXUUHG�DPRQJ�SDUHQWV�DQG�DGYRFDWHV��2I�WKRVH�WZR�JURXSV�����SHUFHQW�GLG�QRW�QDPH�D�UHDVRQ�WKDW�FRXUWV�GHYLDWH��7KH�FRPSDUDEOH�QRQUHVSRQVH�UDWHV�IRU�RWKHU�JURXSV�ZHUH����SHUFHQW�RI�FRXUW�UHVSRQGHQWV�����SHUFHQW�RI�,9�'�VWDII��DQG��� SHUFHQW�RI�SULYDWH�IDPLO\�ODZ�DWWRUQH\V�
'HILQLQJ�ZKDW�LV�D�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�DQG�ZKDW�LV�DQ�DGMXVWPHQW�DFFRPPRGDWHG�E\�WKH�SURYLVLRQV�ZLWKLQ�WKH�JXLGHOLQH�LV�QRW�QHFHVVDULO\�VWUDLJKWIRUZDUG�WR�VRPH�SHRSOH��7KXV��VRPH�UHVSRQGHQWV�UHSRUWHG�WKDW�WKH�FRXUWV�� 0DNH�DGMXVWPHQWV�WR�JXLGHOLQH�DPRXQWV�EDVHG�RQ�SURYLVLRQV�LQ�WKH�JXLGHOLQH��EXW�WKH\�GR�QRW�GHYLDWH��³&RXUWV�GRQ¶W�WHFKQLFDOO\�GHYLDWH�IURP�WKH�JXLGHOLQH��EXW�µKDUGVKLS¶�GHGXFWLRQV�DQG�µQHFHVVDU\¶�MRE�UHODWHG�H[SHQVHV�DUH�XVHG�WR�ORZHU�FKLOG�VXSSRUW�LQ�LQDSSURSULDWH�FLUFXPVWDQFHV�´� 1HYHU�RU�UDUHO\�GHYLDWH��³,W�LV�QRW�LQ�P\�H[SHULHQFH�WR�KDYH�FRXUWV�GHYLDWH�´�DQG�³$IWHU�SUDFWLFLQJ�IRU����\HDUV��,�KDYH�LQ�RQO\�RQH�LQVWDQFH�VHHQ�WKH�FRXUW�GHYLDWH�IURP�WKH�JXLGHOLQH�´
)RU�RWKHUV��GHYLDWLRQV�DUH�QHFHVVDU\��$V�RQH�UHVSRQGHQW�ZURWH��³7KH�JXLGHOLQH�GHDOV�ZLWK�QXPEHUV�DQG�QRW�QHHGV��&RPPRQ�VHQVH�FDQ�RFFDVLRQDOO\�FRPH�LQWR�SOD\�LQ�WKH�FRXUW�DQG�UHVXOW�LQ�D�GHYLDWLRQ�´
7KH�SULQFLSDO�UHDVRQV�UHVSRQGHQWV�VDLG�FRXUWV�GHYLDWH�IURP�WKH�JXLGHOLQH�DUH�GLVSOD\HG�LQ�([KLELW����� �S������7KH�UHDVRQV�DUH�VKRZQ�RQO\�DV�D�SURSRUWLRQ�RI�UHVSRQGHQWV�ZKR�DQVZHUHG�WKH�TXHVWLRQ��WKXV��LW�H[FOXGHV����SHUFHQW�RI�WKH�UHVSRQGHQWV��7KH�UHDVRQV�OLVWHG�LQ�([KLELW����� �S���� GR�QRW�DSSHDU�WRR�VXUSULVLQJ�JLYHQ�ZKDW�UHVSRQGHQWV�FLWHG�DV�WKH�JXLGHOLQH¶V�VWUHQJWKV�DQG�ZHDNQHVVHV�DQG�WKH�IDPLOLHV�WKH\�EHOLHYHG�DUH�KHOSHG�RU�GLVDGYDQWDJHG�E\�WKH�JXLGHOLQH��7KXV��IRU�H[DPSOH��WKH�LVVXHV�RI�ORZ�LQFRPH��RWKHU�GHSHQGHQWV�RI�WKH�SDUHQWV��ODFN�RI�LQFRPH�LQIRUPDWLRQ��DQG�WLPH�VKDULQJ�YLVLWDWLRQ�DUH�DPRQJ�WKH�GHYLDWLRQ�UHDVRQV�JLYHQ�
7KH�UHDVRQ�PRVW�IUHTXHQWO\�PHQWLRQHG�IRU�GHYLDWLRQ�ZDV�ORZ�LQFRPH�RI�RQH�RU�ERWK�SDUHQWV�����SHUFHQW�RI�WKH�UHVSRQGHQWV�PHQWLRQHG�WKLV�DV�D�UHDVRQ�FRXUWV�GHYLDWH���EXW�SULPDULO\�RI�WKH�SDUHQW�SD\LQJ�VXSSRUW��$V�GLVFXVVHG�HDUOLHU��SUREOHPV�ZLWK�WKH�JXLGHOLQH�LQ�GHDOLQJ�ZLWK�ORZ�LQFRPH�SDUHQWV�ZDV�D�WKHPH�WKURXJKRXW�WKH�VXUYH\��WKH�JXLGHOLQH¶V�ORZ�LQFRPH�SURYLVLRQ�ZDV�YLHZHG�DV�D�ZHDNQHVV��DQG�ORZ�LQFRPH�IDPLOLHV�ZHUH�VHHQ�DV�GLVDGYDQWDJHG�E\�WKH�JXLGHOLQH��6LQFH�WKLV�LVVXH�ZDV�DOVR�D�FHQWUDO�IRFXV�RI�WKH�JXLGHOLQH�VWXG\��LW�LV�DGGUHVVHG�EHORZ�LQ�JUHDWHU�GHWDLO�ZKHQ�UHVSRQGHQWV¶�UHFRPPHQGDWLRQV�IRU�LPSURYLQJ�WKH�ORZ�LQFRPH�SURYLVLRQV�DUH�GLVFXVVHG��+RZHYHU��RQH�FRPPHQW�WKDW�WHQGV�WR�VXPPDUL]H�PDQ\�UHVSRQGHQWV¶�IHHOLQJV�LV�ZRUWK�FLWLQJ�KHUH�
3HRSOH�ZKR�HDUQ�PLQLPXP�ZDJH�DQG�KDYH�WRR�PDQ\�FKLOGUHQ�DUH�DW�D�GLVDGYDQWDJH�DV�WKHUH�LV�QR�PRQH\�OHIW�WR�OLYH�RQ�DQG�SD\�VXSSRUW��+RZHYHU��WKLV�LV�QRW�UHDOO\�D�JXLGHOLQHV�SUREOHP��EXW�D VRFLDO�SUREOHP��7KH�JXLGHOLQHV�VKRXOG�QRW�EH�DGMXVWHG�WR�FRUUHFW�VRFLDO�LOOV�

6RPH�UHDVRQV�IRU�GHYLDWLRQV�WKDW�ZHUH�QRW�IUHTXHQWO\�PHQWLRQHG�LQ�UHVSRQVH�WR�RWKHU�VXUYH\�TXHVWLRQV�LQFOXGHG�� 6WLSXODWLRQ�����SHUFHQW�RI�UHVSRQGHQWV�ZKR�JDYH�D�UHDVRQ���³1R�FRXUW�HYHU�VHHPV�WR�GHYLDWH�IURP�WKH�JXLGHOLQH�XQOHVV�WKH�SDUHQWV�VWLSXODWH�WR�D�GLIIHUHQW�RUGHU�DPRXQW�´� ([WUDRUGLQDU\�H[SHQVHV�RI�RQH�RU�ERWK�SDUHQWV����SHUFHQW���³&DVHV�LQ�ZKLFK�WKH�REOLJRU�PXVW�SD\�VRPHWKLQJ�WRZDUG�VXEVWDQWLDO�DUUHDUDJHV�WKDW�DUH�RZHG�WR WKH�VWDWH�FRXQW\�´�³7R�FRPSHQVDWH�IRU�VSRXVDO�VXSSRUW�ZKHQ�LW�FDQ�QR�ORQJHU�EH�RUGHUHG��,Q�P\�FDVH��WKH�FKLOG�VXSSRUW�LV�VR�KLJK�WKDW�P\�H[�ZLIH��KHU�QHZ�KXVEDQG��DQG�RQH�RI�KLV�FKLOGUHQ�FDQ�OLYH�RII�WKH�VXSSRUW�RUGHUHG�E\�WKH�FRXUW�IRU�P\�IRXU�FKLOGUHQ�´� 7LPH�VKDULQJ�YLVLWDWLRQ�H[SHQVHV����SHUFHQW���VHYHUDO�UHVSRQGHQWV�MXVW�PHQWLRQHG�WKDW�FRXUWV�VRPHWLPHV�FRQVLGHU�WKH�FRVWV�RI�YLVLWDWLRQ��HVSHFLDOO\�WUDYHO�FRVWV��EXW�DV�RQH�UHVSRQGHQW�ZURWH�
>7KH�FRXUW�GHYLDWHV@�ZKHQ�WKH�QRQFXVWRGLDO�SDUHQW�WDNHV�HPSOR\PHQW�LQ�DQRWKHU�VWDWH�DQG�FDQQRW�DIIRUG�WR�YLVLW�WKH�FKLOGUHQ��%\�PRYLQJ�RXW�RI�VWDWH�WR�NHHS�HPSOR\HG�DQG�WR�NHHS�XS�ZLWK�WKH�VXSSRUW�RUGHU��WKH�YLVLWDWLRQ�IUHTXHQF\�JRHV�GRZQ��:KHQ�WKH�YLVLWDWLRQ�JRHV�GRZQ��WKH�DPRXQW�RI�ILQDQFLDO�VXSSRUW�JRHV�XS��:KHQ�WKH�DOUHDG\�KLJK�ILQDQFLDO�VXSSRUW�JRHV�XS��WKH�OHVV�DIIRUGDEOH�LW�EHFRPHV�WR�YLVLW�WKH�FKLOGUHQ�

3UREOHPV�8VLQJ�WKH�*XLGHOLQH
$V�ZLWK�WKH�TXHVWLRQ�DERXW�WKH�UHDVRQV�WKDW�FRXUWV�GHYLDWH�IURP�WKH�JXLGHOLQH��WKH�VXUYH\�JDYH�UHVSRQGHQWV�DQ�RSSRUWXQLW\�WR�OLVW DQ\�SUREOHPV�WKH\�KDG�XVLQJ�WKH�JXLGHOLQH�WR�HVWDEOLVK�RU�PRGLI\�FKLOG�VXSSRUW�RUGHUV��7KH�QRQUHVSRQVH�UDWH�WR�WKLV�TXHVWLRQ�ZDV�DERXW�WKH�VDPH�����SHUFHQW��DV�WR�WKH�TXHVWLRQ�DERXW�WKH�UHDVRQV�WKDW�FRXUWV�GHYLDWH��H[FHSW�WKDW�WKH�SURSRUWLRQDO�QRQUHVSRQVH UDWH�ZDV�DERXW�WKH�VDPH�IRU�DOO�JURXSV��7KXV��SDUHQWV�DQG�DGYRFDWHV�ZHUH�MXVW�DV�OLNHO\�WR�OLVW�D�SUREOHP�DV�FKLOG�VXSSRUW�VWDII�DQG�DWWRUQH\V��'HVSLWH�WKH�IDFW�WKDW�UHVSRQGHQWV�ZHUH�DOORZHG�WR�QDPH�DV�PDQ\�SUREOHPV�DV�WKH\�ZDQWHG��RQO\�DERXW�D�TXDUWHU�RI WKH�UHVSRQGHQWV����SHUFHQW��QDPHG�PRUH�WKDQ�RQH�SUREOHP�
7KH�PDMRU�SUREOHPV�UHVSRQGHQWV�VDLG�WKH\�KDYH�XVLQJ�WKH�JXLGHOLQH�DUH�GLVSOD\HG�LQ�([KLELW����� �S������$V�LQ�HDUOLHU�JUDSKV��WKH�SUREOHPV�DUH�GLVSOD\HG�RQO\�DV�D�SURSRUWLRQ�RI�UHVSRQGHQWV�ZKR�OLVWHG�DW�OHDVW�RQH�SUREOHP��7KH�SUREOHP�PRVW�IUHTXHQWO\�PHQWLRQHG�LV�WKDW�RUGHUV�VHW�XVLQJ�WKH�JXLGHOLQH�DUH�WRR�KLJK�����SHUFHQW���D�FRPPHQW�WKDW�UHIOHFWV�UHVSRQGHQWV¶�UDWLQJV�WR�HDUOLHU�VXUYH\�TXHVWLRQV�DERXW�WKH�IDLUQHVV�DQG�OHYHO�RI�FKLOG�VXSSRUW�RUGHUV��0DQ\�FRPPHQWV�DERXW�WKH�KLJK�OHYHO�RI�VXSSRUW�ZHUH�GLUHFWHG�DW�ORZ�LQFRPH�SD\RUV��$OWKRXJK�VRPH�UHVSRQGHQWV�PDGH�JHQHUDO�FRPPHQWV�DERXW�WKH�JXLGHOLQH�EHLQJ�WRR�KLJK��³,W�>WKH�JXLGHOLQH@�LV�WRR�KLJK�IRU�PRVW��SHRSOH�´���RWKHUV�ZHUH�PRUH�VSHFLILF��³7KH�JXLGHOLQH�LV�WRR�KLJK�LQ�YHU\�ORZ�LQFRPH�VLWXDWLRQV�DQG�ZKHUH�WKH�WLPH�VKDUH�LV��±���SHUFHQW�´��
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0DQ\�SUREOHPV�WKDW�UHVSRQGHQWV�OLVWHG�ZHUH�JURXSHG�LQWR�D�FDWHJRU\�FDOOHG�³JURVV�LQFRPH�DGMXVWPHQWV�´�ZKLFK�ZDV�OLVWHG�E\����SHUFHQW�RI�UHVSRQGHQWV��7KLV�FDWHJRU\�LQFOXGHG�FRPPHQWV�DERXW�SUREOHPV�� 'HILQLQJ�LQFRPH��IRU�H[DPSOH��³,W�LV�XQFOHDU�RQ�KRZ�WR�PHDVXUH�LQFRPH²KRZ�WR�GHDO�ZLWK�,5$�ZLWKGUDZDOV��WD[�UHIXQGV��UHQWDO�ORVVHV²HVSHFLDOO\�VHOIHPSOR\PHQW�LQFRPH�´��� 7UHDWLQJ�FHUWDLQ�NLQGV�RI�LQFRPH��IRU�H[DPSOH��³7KHUH�LV�D�SUREOHP�ZLWK�KRZ�WKH�JXLGHOLQH�WUHDWV�LQFRPH�IURP�RYHUWLPH��6RPH�FRXUWV�LQFOXGH�DOO�RYHUWLPH�SD\�DQG�VRPH�FRXUWV�LQFOXGH�D�SHUFHQWDJH�RI�LW�´��� 'HDOLQJ�ZLWK�VSHFLDO�WD[�VLWXDWLRQV��IRU�H[DPSOH��³7KHUH�LV�DQ�LQDELOLW\�WR�]HUR�RXW�VSHFLILF�WD[HV��VXFK�DVVWDWH�RU�IHGHUDO�WD[HV�IRU�FHUWDLQ�W\SHV�RI�QRQWD[DEOH�LQFRPH�´���RU� $FFRPPRGDWLQJ�LQFRPH�IURP�DQRWKHU�VSRXVH��IRU�H[DPSOH��³:KHQ�\RX�SOXJ�LQ�WKH�RWKHU�VSRXVH¶V�LQFRPH��LW�VNHZV�WKH�QXPEHUV�´��
$OWKRXJK�WKH�LVVXH�RI�DGGLWLRQDO�GHSHQGHQWV�LV�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�EHORZ��LW�LV�XVHIXO�KHUH�WR�FLWH�D�IHZ�TXRWHV�IURP�UHVSRQGHQWV�ZKR�UHSRUWHG�SUREOHPV�XVLQJ�WKH�JXLGHOLQH�LQ�FDVHV�ZKHUH�WKHUH�DUH�RWKHU�GHSHQGHQWV�RU�ZKHUH�WKHUH�DUH�PXOWLSOH�RUGHUV�IRU�VXSSRUW�
*XLGHOLQH�VXSSRUW�WHQGV�WR�EH�WRR�KLJK��HVSHFLDOO\�LQ�FDVHV�ZKHUH�WKH�DEVHQW�SDUHQW�KDV�RWKHU�FKLOGUHQ�LQ�D�VXEVHTXHQW�UHODWLRQVKLS�WR�FDUH�IRU�������WKH�KDUGVKLS�GHGXFWLRQV�DUH�QRW�DGHTXDWH�
'HWHUPLQLQJ�WKH�DSSURSULDWH�DPRXQW�ZKHQ�WKHUH�DUH�PXOWLSOH�FDVHV�DQG�RU�FKLOGUHQ�DW�KRPH�ZLWK�D�QHZ�UHODWLRQVKLS��*XLGHOLQHV�GR�QRW�OHDYH�HQRXJK�PRQH\�WR�OLYH�RQ�OHW�DORQH�SD\�IRU�WKH�QHZ�UHODWLRQVKLS¶V�H[SHQVHV�
,W�LV�GLIILFXOW�WR�FRPSXWH�>D�VXSSRUW�RUGHU�XVLQJ�WKH�JXLGHOLQH@�ZKHQ�WKH�QRQFXVWRGLDO�SDUHQW�LV�VHHNLQJ�WR�PRGLI\�WZR�RUGHUV�VLPXOWDQHRXVO\��7KH�IRUPXOD�UHTXLUHV�WKDW�WKH�DPRXQW�RI�WKH�RWKHU�FKLOG�VXSSRUW�RUGHU�EH�FRQVLGHUHG��EXW�WKDW�DPRXQW�LV�QRW�HDVLO\DVFHUWDLQDEOH�EHFDXVH�LW�ZLOO�EH�PRGLILHG�

)LQDOO\��DPRQJ�WKH�³RWKHU´�SUREOHPV�UHVSRQGHQWV�PHQWLRQHG��WKHUH ZHUH�VHYHUDO�PHQWLRQV�RI�WKH�'LVVR0DVWHU��WKH�FRPSXWHU�VRIWZDUH�SURJUDP�WKDW�FRPSXWHV�VXSSRUW�REOLJDWLRQV��6RPH�H[DPSOHV�LQFOXGH�WKH�IROORZLQJ�FRPPHQWV��³'LIIHUHQWLDO�WUHDWPHQW�RI�WD[�FRQVHTXHQFHV�RI�UHPDUULDJH�E\�6XSSRU7D[�DQG�'LVVR0DVWHU�´�³7KH�FRPSXWHU VRIWZDUH�GRHV�QRW�DOORZ�IRU�XQLTXH�VLWXDWLRQV�´�³7KH�'LVVR0DVWHU�XVHG�LQ�RXU�RIILFH�GRHV�QRW�KDYH�WKH�ORZ�LQFRPH�DGMXVWPHQW�´�³'LVVR0DVWHU�DQG�1RUWRQ�6XSSRU7D[�GR�QRW�FRPH�RXW�WKH�VDPH�´�DQG�³7KH�FRPSXWHU�PRGHOV�DUH�FRPSOH[��PLVXVHG��DQG�DUH�VRPHWLPHV�QRW XQGHUVWRRG�E\�WKH�SDUWLHV�RU�WKH�FRXUW�´�2U�ILQDOO\�
6LQFH�FRXUWV�XVH�FRPSXWHU�VRIWZDUH�SURJUDPV�WR�FDOFXODWH�VXSSRUW�EDVHG�RQ�WKH�JXLGHOLQH��WKH�SUREOHPV�H[SHULHQFHG�DUH�WKRVH�LQKHUHQW�LQ�WKH�SDUWLFXODU�SURJUDPV��7KH�PRVW�FRPPRQO\�XVHG�SURJUDP�LV�'LVVR0DVWHU�DQG�LW�GRHV�QRW�SHUPLW�FDOFXODWLRQ�IRU�������FXVWRG\�² WKDW�LV�WKH�ELJJHVW�SUREOHP�LQ�WKH�XVH�RI�WKH�JXLGHOLQH�

'HDOLQJ�:LWK�/RZ�,QFRPH�2EOLJRUV
(YHU\�VWDWH�VWUXJJOHV�ZLWK�WKH�LVVXH�RI�ZKDW�OHYHO�RI�VXSSRUW�WR�HVWDEOLVK�LQ�FDVHV�LQYROYLQJ�ORZ�LQFRPH�REOLJRUV��7KH�&DOLIRUQLD�JXLGHOLQH�DOORZV�DQ�DGMXVWPHQW�WR�WKH�VXSSRUW�DPRXQW�LI�WKH�REOLJRU¶V�QHW�LQFRPH�LV�OHVV�WKDQ��������SHU�PRQWK��$OWKRXJK�&DOLIRUQLD�LV�QRW�WKH�RQO\�VWDWH�WKDW�HVWDEOLVKHV�D�WKUHVKROG�LQFRPH�DW�ZKLFK�D�SDUHQW�LV�HOLJLEOH�IRU�DQ�DGMXVWPHQW��WKHUH�DUH�PDQ\�RWKHU�ZD\V�WR�DFFRPPRGDWH�ORZ�LQFRPH�VLWXDWLRQV��)RU�H[DPSOH��VRPH�VWDWHV�KDYH�EXLOW�DQ�DGMXVWPHQW�GLUHFWO\�LQWR�WKHLU�JXLGHOLQHV��ZKLOH�RWKHUV�KDYH�D�PHFKDQLVP�WR�HQVXUH�WKDW�WKH�REOLJRU�LV�DEOH�WR�PDLQWDLQ�D�PLQLPXP�VWDQGDUG�RI�OLYLQJ�HYHQ�DIWHU�SD\LQJ�VXSSRUW��7KH�-XGLFLDO�&RXQFLO�LV�LQWHUHVWHG�LQ�OHDUQLQJ�ZKDW�FKDQJHV�UHVSRQGHQWV�EHOLHYHG�DUH�QHHGHG�WR�WKH�H[LVWLQJ�ORZ�LQFRPH�SURYLVLRQ�LQ�WKH�JXLGHOLQH��7KH�DQVZHUV�JLYHQ�WR�WKLV�RSHQHQGHG�TXHVWLRQ�DUH�GLVSOD\HG�LQ�([KLELW����� �S�����
$OPRVW�KDOI�RI�DOO�UHVSRQGHQWV�����SHUFHQW��GLG�QRW�RIIHU�DQ\�VXJJHVWLRQV�IRU�FKDQJHV�WR�WKH�ORZ�LQFRPH�DGMXVWPHQW�SURYLVLRQ��$Q�DGGLWLRQDO����SHUFHQW�RI�UHVSRQGHQWV�VDLG�WKDW�QR�FKDQJHV�ZHUH�QHHGHG���7KLV�SURSRUWLRQ�LV�VKRZQ�LQ�([KLELW����� �S���� DV����SHUFHQW�RI�UHVSRQGHQWV�ZKR�DQVZHUHG�WKH�TXHVWLRQ���7KXV��DOPRVW�WZR�WKLUGV�RI�DOO�UHVSRQGHQWV�����SHUFHQW��ZHUH�VDWLVILHG�ZLWK�WKH�H[LVWLQJ�ORZ�LQFRPH�DGMXVWPHQW�PHFKDQLVP�RU�KDG�QR�VXJJHVWLRQV�DERXW�ZKDW�FKDQJHV�VKRXOG�EH�PDGH�WR�WKH�DGMXVWPHQW�WR�LPSURYH�LW�
$�SOXUDOLW\�RI�WKRVH�ZKR�GLG�RIIHU�D�VXJJHVWLRQ�����SHUFHQW��VDLG�WKDW�WKH�WKUHVKROG�LV�WRR�ORZ�DQG�QHHGV�WR�EH�LQFUHDVHG��$PRQJ�UHVSRQGHQWV¶�UHFRPPHQGDWLRQV�IRU�FKDQJLQJ�WKH�WKUHVKROG�ZHUH�� ,QFUHDVH�LW�WR�D�VSHFLILF�KLJKHU�DPRXQW��UHFRPPHQGHG�LQFUHDVHV�UDQJHG�IURP��������WR��������SHU�PRQWK��� (OLPLQDWH�WKH�WKUHVKROG�DQG�HVWDEOLVK�D�VOLGLQJ�VFDOH�VR�WKDW�SDUHQWV�ZKR�DUH�QHDU�EXW�QRW�DW�WKH�WKUHVKROG�FDQ�TXDOLI\�IRU�VRPH�DGMXVWPHQW�WR�WKHLU�VXSSRUW�DPRXQW��DQG� 8VH�GLIIHUHQW��KLJKHU�WKUHVKROGV�GHSHQGLQJ�RQ�WKH�SDUHQWV¶�FRXQW\�RI�UHVLGHQFH��VLQFH�WKH�VWDQGDUG�RI�OLYLQJ�LV�YDVWO\�GLIIHUHQW�DPRQJ�&DOLIRUQLD�FRXQWLHV�
7KH�RQO\�RWKHU�UHFRPPHQGDWLRQ�PHQWLRQHG�E\�DW�OHDVW��� SHUFHQW�RI�UHVSRQGHQWV�ZKR�DQVZHUHG�WKH�TXHVWLRQ�ZDV�WKDW�DQ\�FKDQJH�VKRXOG�FRQVLGHU�ZKDW�LW�FRVWV�WR�PDLQWDLQ�D�PLQLPXP�VWDQGDUG�RI�OLYLQJ�����SHUFHQW��DQG�HQVXUH�WKDW�WKH�REOLJRU�KDV�DW�OHDVW�WKDW�DPRXQW�RI�LQFRPH�OHIW�DIWHU�SD\LQJ�FKLOG�VXSSRUW��5HVSRQGHQWV�KDG�VRPHZKDW�GLIIHUHQW�RSLQLRQV�DERXW�KRZ�WKLV�VWDQGDUG�VKRXOG�EH�GHWHUPLQHG�DQG�KRZ�DQ�DGMXVWPHQW�IRU�WKLV�VWDQGDUG�VKRXOG�EH�DSSOLHG��6RPH�UHVSRQGHQW�VXJJHVWLRQV�LQFOXGH������³7KH�REOLJRU�DQG�REOLJHH�VKRXOG�EH�SHUPLWWHG�WR�UHWDLQ�D�PLQLPXP�DPRXQW�RI�HDUQLQJV�DV�µEDVLF�OLYLQJ�H[SHQVHV�¶�ZKLFK�VKRXOG�EH�H[HPSW�EHIRUH�VHWWLQJ�VXSSRUW�´�����³3HRSOH�ZKRVH�QHW�GLVSRVDEOH�LQFRPH�LV�PRUH�WKDQ��������EXW�ZKR�VWLOO�FDQQRW�PDLQWDLQ�WKHLU�VWDQGDUG�RI�OLYLQJ�VKRXOG�KDYH�UHFRXUVH�WR�MXVWLFH�WKURXJK�GRZQZDUG�DGMXVWPHQWV�LQ�WKH�DPRXQW�WKH\�SD\�´�����³$OORZ�DOO�ORZ�LQFRPH�SDUHQWV²ERWK�FXVWRGLDO�DQG�QRQFXVWRGLDO�SDUHQWV²DQ�H[HPSWLRQ�HTXDO�WR�WKH�PLQLPXP�EDVLF�VWDQGDUG�RI�DGHTXDWH�FDUH�WR�PHHW�WKHLU�RZQ�QHHGV�´�DQG�����³,�GRQ¶W�WKLQN�FKLOG�VXSSRUW�VKRXOG�KXUW�WKH�QRQFXVWRGLDO�SDUHQW¶V�RSSRUWXQLW\�WR�VSHQG�WLPH�ZLWK�WKH�FKLOG��6R��WKH�DGMXVWPHQW�VKRXOG�DOORZ�WKH�QRQFXVWRGLDO�SDUHQW�HQRXJK�PRQH\�WR�FDUH�IRU�KLP�KHUVHOI�DQG�VWLOO�VHH�WKH�FKLOG�´
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2WKHU�LGHDV�IRU�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�D�ORZ�LQFRPH�DGMXVWPHQW�VKRXOG�EH�FRQVLGHUHG�LQFOXGHG�WKH�REOLJRU¶V�RWKHU�FKLOGUHQ��WKH�FRVW�RI�UHQW�LQ�&DOLIRUQLD��WUDQVSRUWDWLRQ�H[SHQVHV��PRUWJDJH�SD\PHQWV��D�VXGGHQ�UHGXFWLRQ�LQ�LQFRPH��GXH�WR��IRU�H[DPSOH��MRE�ORVV�RU�LQFDUFHUDWLRQ���DQG�WKH�REOLJRU¶V�PHGLFDO�QHHGV��PHQWDO��SK\VLFDO��
$�UHODWLYHO\�VPDOO�SURSRUWLRQ�RI�UHVSRQGHQWV�ZHUH�OHVV�V\PSDWKHWLF�WR�ORZ�LQFRPH�REOLJRUV�WKDQ�RWKHUV��7KXV����SHUFHQW�RI�UHVSRQGHQWV�VXJJHVWHG�WKDW�WKH�ORZ�LQFRPH�DGMXVWPHQW�EH�HOLPLQDWHG�DOWRJHWKHU��$PRQJ�WKH�³RWKHU´�UHVSRQVHV�ZHUH�VXJJHVWLRQV�WKDW�XVH�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW�EH�FRQGLWLRQDO�RQ�WKH�REOLJRU�SDUWLFLSDWLQJ�LQ�MRE�WUDLQLQJ�RU�VHHNLQJ�DW�OHDVW�D�PLQLPXP�ZDJH�MRE��$V�RQH�UHVSRQGHQW�VWDWHG�
,I�VRPHRQH¶V�QHW�LQFRPH�LV�OHVV�WKDQ�WKH�PLQLPXP�EDVLF�VWDQGDUG�RI�OLYLQJ��FKLOG�VXSSRUW�VKRXOG�EH�UHVHUYHG�DQG�WKH�SDUHQW�VKRXOG�EHRUGHUHG�WR�ORRN�IRU�ZRUN�DQG�UHSRUW�EDFN�WR�WKH�FRXUW�
$�IXOO�WLPH�PLQLPXP�ZDJH�ZRUNHU�HDUQV������JURVV�������QHW��7KH�/,$�>ORZ�LQFRPH�DGMXVWPHQW@�VKRXOG�EH�DYDLODEOH�LI�PRQWKO\�QHW�LQFRPH�LV�OHVV�WKDQ������DQG�VKRXOG�LQFOXGH�DQ�RUGHU�WR�VHHN�IXOO�WLPH�HPSOR\PHQW�VLQFH�WKH�/,$�ZRXOG�RQO\�EH�DYDLODEOH�WR�SDUW�WLPHZRUNHUV��$OVR��LI�D�QRQFXVWRGLDO�SDUHQW�KDV�LQFRPH�EHORZ�������WKH�VXEVHTXHQW�VSRXVH¶V�LQFRPH�VKRXOG�EH�FRQVLGHUHG�EHIRUH�WKH�/,$�LV�DOORZHG�

1RW�UHIOHFWHG�LQ ([KLELW����� �S���� DERXW�WKH�FKDQJHV�WKDW�UHVSRQGHQWV�UHFRPPHQGHG�WR�WKH�ORZ�LQFRPH�DGMXVWPHQW�ZHUH�FRPPHQWV�DERXW�WKH�QHHG�WR�KDYH�D�PLQLPXP�VXSSRUW�REOLJDWLRQ��WKDW�HYHQ�LQ�ORZ�LQFRPH�VLWXDWLRQV�WKHUH�QHHGV�WR�EH D�PLQLPXP�VXSSRUW�RUGHU�HQWHUHG�E\�WKH�FRXUW��$V�RQH�UHVSRQGHQW�ZURWH��³7KHUH�VKRXOG�EH�D�IODW�ERWWRP�PLQLPXP�QRPLQDO�FKLOG�VXSSRUW�DPRXQW�EHORZ�ZKLFK�QR�RQH�FDQ�JR�XQOHVV�WKHUH�LV�D�FRXUW�KHDULQJ�´�2WKHUV�DUJXHG�DJDLQVW�DQ\�PLQLPDO�VXSSRUW�REOLJDWLRQ�DQG EHOLHYHG�WKDW�LQ�VRPH�FDVHV�D����VXSSRUW�RUGHU�LV�MXVWLILHG�
,Q�VXP��UHVSRQGHQWV�GLG�QRW�PDNH�D�ZLGH�UDQJH�RI�VXJJHVWLRQV�DERXW�KRZ�WR�FKDQJH�WKH�ORZ�LQFRPH�DGMXVWPHQW�SURYLVLRQ��0RVW�ZDQW�WR�VHH�LW�LQFUHDVHG�DQG�RWKHUV�UHFRPPHQG�FRQVLGHULQJ�WKH�FRVW�RI�OLYLQJ�LQ�PDNLQJ�WKDW�DGMXVWPHQW��:KDW�WKRVH�FRVWV�DUH��KRZHYHU��GLIIHUHG�LQ�WKH�VXJJHVWLRQV�RI�UHVSRQGHQWV��ZLWK�VRPH�VD\LQJ�WKDW�WKH�DGMXVWPHQW�VKRXOG�����WDNH�DFFRXQW�RI�³HYHU\GD\�OLYLQJ�H[SHQVHV´�RI�WKH�REOLJRU������EH�PLQLPXP�ZDJH�LQFRPH������HTXDO�WKH�IHGHUDO�SRYHUW\�WKUHVKROG�IRU�D�VLQJOH�SHUVRQ�RU�VRPH�SHUFHQWDJH�RI�WKDW�WKUHVKROG������DOORZ�D�³TXDOLW\´�VWDQGDUG�RI�OLYLQJ�RU�D�³UHDVRQDEOH´�VWDQGDUG�RI�OLYLQJ������UHIOHFW�³UHDO�OLIH´�HFRQRPLF�FRQGLWLRQV��RU����QRW�UHGXFH�WKH�REOLJRU¶V�H[LVWLQJ�VWDQGDUG�RI�OLYLQJ��
8VLQJ�1HW�RU�*URVV�,QFRPH�WR�&DOFXODWH�6XSSRUW
$�VHFRQG�LVVXH�RI�SDUWLFXODU�LQWHUHVW�WR�WKH�-XGLFLDO�&RXQFLO�ZDV�ZKHWKHU�XVHUV�EHOLHYHG�WKH�JXLGHOLQH�VKRXOG�FDOFXODWH�VXSSRUW�EDVHG�RQ�WKH�SDUHQWV¶�JURVV�RU�QHW�LQFRPH��7KH�H[LVWLQJ�JXLGHOLQH�XVHV�QHW�GLVSRVDEOH�LQFRPH��DQG��DV�PDQ\�UHVSRQGHQWV�UHSRUWHG��WKHUH�DUH�SUREOHPV�ZLWK�WKLV�DSSURDFK�EHFDXVH�RI�KRZ�QHW�LQFRPH�LV�FDOFXODWHG��6RPH�UHVSRQGHQWV�GLG�QRW�EHOLHYH�WKDW�WKH�JXLGHOLQH¶V�SURYLVLRQV�DGHTXDWHO\�RU�DFFXUDWHO\�FDOFXODWH�QHW�LQFRPH��IRU�H[DPSOH��WD[HV�DUH�LQFRUUHFWO\�FDOFXODWHG���2WKHU�UHVSRQGHQWV�FLWHG�GLIILFXOWLHV��GHDOLQJ�ZLWK�FRPSOH[�WD[�VLWXDWLRQV��PDULWDO�GHEW��PRUWJDJH�SD\PHQWV��EXVLQHVV�H[SHQVHV��DQG�MXGJHV�ZKR�VRPHWLPHV�GLVUHJDUG�VRPH�LQFRPH�LQ�FDOFXODWLQJ�JURVV�LQFRPH��7KH�VXUYH\�WKHUHIRUH�VRXJKW�XVHUV¶�RSLQLRQV�DERXW�WKH�XVH�RI�QHW�RU�JURVV�LQFRPH�DV�D�EDVH�IRU�VXSSRUW�FDOFXODWLRQV��6SHFLILFDOO\��WKH�VXUYH\�DVNHG�UHVSRQGHQWV�WKUHH�TXHVWLRQV������ZKHWKHU�LW�LV�HDVLHU�WR�XVH�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�VXSSRUW������ZKHWKHU�LW�LV�PRUH�HTXLWDEOH�WR�XVH�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�VXSSRUW��DQG�����ZKHWKHU�WKH\�EHOLHYHG�WKH�JXLGHOLQH�VKRXOG�XVH�QHW�RU�JURVV�LQFRPH��RU�VRPH�RWKHU�LQFRPH��WR�FDOFXODWH�VXSSRUW��7KH�DQVZHUV�DUH�GLVSOD\HG�LQ�([KLELW������S�����IRU�DOO�UHVSRQGHQWV��7KHQ��([KLELW����� �S���� GLVSOD\V�WKH�UHVSRQVHV�WR�WZR�TXHVWLRQV�E\�UHVSRQGHQW�JURXS��IRU�H[DPSOH��SDUHQWV��SULYDWH�DWWRUQH\V��
7KH�SLH�FKDUWV�LQ�([KLELW����� �S���� FOHDUO\�VKRZ�WKDW�UHVSRQGHQWV�SUHIHU�WKDW�WKH�JXLGHOLQH�XVH�QHW�LQFRPH��$�SOXUDOLW\�����SHUFHQW��EHOLHYH�WKDW�QHW�LQFRPH�LV�HDVLHU�WR�XVH�WKDQ�JURVV�LQFRPH��D�PDMRULW\�����SHUFHQW��EHOLHYH�WKDW�QHW�LQFRPH�LV�PRUH�HTXLWDEOH�WR�XVH�WKDQ�JURVV�LQFRPH��DQG�D PDMRULW\�����SHUFHQW��EHOLHYH�WKDW�WKH�JXLGHOLQH�VKRXOG�XVH�QHW�LQFRPH�UDWKHU�WKDQ�JURVV��)DLUO\�VL]DEOH�SURSRUWLRQV�RI�UHVSRQGHQWV�VDLG�WKH\�GLG�QRW�NQRZ�ZKLFK�ZDV�HDVLHU��PRUH�HTXLWDEOH��RU�ZKDW�VKRXOG�EH�XVHG��0DQ\�GLG�QRW�VHH�WKH�SRLQW�RI�WKH�TXHVWLRQ��7KH�IROORZLQJ�UHPDUN�UHIOHFWV�WKH�FRPPHQWV�RI�VHYHUDO�UHVSRQGHQWV�RQ�WKLV�SRLQW�
,�GRQ¶W�XQGHUVWDQG��:H�VWDUW�IURP�JURVV�LQFRPH�LQ�HYHU\�FDVH��7KH�FRPSXWHU�HQGV�XS�FDOFXODWLQJ�QHW�LQFRPH�LQ�HYHU\�FDVH��:H�GRQ¶WFDOFXODWH�DQ\WKLQJ�

7KLV�SHUVSHFWLYH�FHUWDLQO\�ZDV�QRW�VKDUHG�E\�HYHU\RQH�VLQFH�PDQ\�SHRSOH�UHSRUWHG�DGMXVWPHQWV�WR�JURVV�LQFRPH�IRU�GLIIHUHQW�WD[�VLWXDWLRQV��EXVLQHVV�H[SHQVHV��PRUWJDJH�SD\PHQWV��DQG�WKH�OLNH��$V�PHQWLRQHG�HDUOLHU��VRPH�UHVSRQGHQWV�HYHQ�VDLG�WKDW�MXGJHV�PDNH�DGMXVWPHQWV�WR�ZKDW�LQFRPH�LV�FRXQWHG�DV�JURVV��7KH�UHPDUN�GRHV�UHIOHFW�VRPH�FRQIXVLRQ�DERXW�KRZ�WKH�JXLGHOLQH�ZRUNV�
7R�WKH�TXHVWLRQ�DERXW�ZKDW�LQFRPH�VKRXOG�EH�XVHG�WR�FDOFXODWH�VXSSRUW�RUGHUV�����SHUFHQW�RI�DOO�UHVSRQGHQWV�VDLG�³RWKHU�´�DOWKRXJK�QRW�DOO�RWKHU�VXJJHVWLRQV�ZHUH�LQFRPH�GULYHQ��)RU�H[DPSOH��VRPH�UHVSRQGHQWV�EHOLHYHG�WKDW�VXSSRUW�VKRXOG�EH�EDVHG�RQ�WKH�DFWXDO�FRVWV�RI�UDLVLQJ�D�FKLOG��KDOI�RI�WKH�IHGHUDO�SRYHUW\�WKUHVKROG�IRU�RQH�FKLOG��RU�WKDW�HDFK�SDUHQW�VKRXOG�SD\�WKH�FRVWV�RI�FKLOG�UHDULQJ�ZKHQ�WKH�FKLOGUHQ�ZHUH�ZLWK�KLP�RU�KHU��2I�WKH�VXJJHVWLRQV�WKDW�ZHUH�EDVHG�RQ�SDUHQWV¶�LQFRPHV��WKHUH�ZHUH�VXJJHVWLRQV�WKDW�QHW�LQFRPH�EH�XVHG��EXW�DGMXVWHG�IRU�FRVW�RI�OLYLQJ�GLIIHUHQFHV�LQ�&DOLIRUQLD�FRXQWLHV��PRUWJDJH�UHQW�DQG�WUDQVSRUWDWLRQ�H[SHQVHV��DQG�LQGLYLGXDOIDPLO\�VLWXDWLRQV�
([KLELW����� �S���� VKRZV�WKH�RSLQLRQV�DERXW�WKH�XVH�RI�JURVV�DQG�QHW�LQFRPH�E\�UHVSRQGHQW�JURXS��7KH�SURSRUWLRQV�IRU�HDFK�JURXS�GR�QRW�DGG�XS�WR�����SHUFHQW�EHFDXVH�WKH�ILJXUHV�GR�QRW�VKRZ�WKH�SURSRUWLRQ�RI�³GRQ¶W�NQRZ´�UHVSRQVHV��ZKLFK�LQ�VRPH�FDVHV�ZDV�VXEVWDQWLDO��SDUWLFXODUO\�WR�WKH�TXHVWLRQ�DERXW�ZKHWKHU�JURVV�RU�QHW�LQFRPH�LV�PRUH�HTXLWDEOH�WR�XVH�LQ�FDOFXODWLQJ�VXSSRUW�RUGHUV��)RU�H[DPSOH��VRPH����SHUFHQW�RI�SDUHQWV�GLG�QRW�NQRZ�ZKLFK�LV�PRUH�HTXLWDEOH��FRPSDUHG�WR����SHUFHQW�RI�SULYDWH�DWWRUQH\V�DQG�OHVV�WKDQ����SHUFHQW�RI�WKH�RWKHU�JURXSV�LQ�WKH�ILJXUH�
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)URP�WKH�H[KLELW��LW�LV�HYLGHQW�WKDW�WKH�RSLQLRQ�DPRQJ�UHVSRQGHQW�JURXSV�ZDV�GLYLGHG�DERXW�ZKHWKHU�JURVV�RU�QHW�LQFRPH�LV�HDVLHU�WR�XVH��3DUHQWV�DQG�DGYRFDWHV�ZHUH�VLJQLILFDQWO\�PRUH�OLNHO\�WKDQ�RWKHU�XVHU�JURXSV�WR�UHSRUW�WKDW�QHW�LQFRPH�LV�HDVLHU�WR�XVH�WR�FDOFXODWH�VXSSRUW�WKDQ�JURVV�LQFRPH��&RQYHUVHO\��XVHU�JURXSV�ZHUH�PRUH�OLNHO\�WKDQ�DGYRFDWHV�DQG�SDUHQWV�WR�UHSRUW�JURVV�LQFRPH�DV�HDVLHU�WR�XVH�WKDQ�QHW�WR�FDOFXODWH�VXSSRUW��7KH�SURSRUWLRQV�RI�UHVSRQGHQWV�ZKR�WKRXJKW�WKDW�ERWK�DUH�HTXDOO\�HDV\�ZHUH�DERXW�WKH�VDPH�DFURVV�DOO�JURXSV�
,Q�WHUPV�RI�ZKHWKHU�JURVV�RU�QHW�LQFRPH�LV�PRUH�HTXLWDEOH�WR�XVH��UHVSRQGHQW�JURXSV�ZHUH�LQ�JUHDWHU�DJUHHPHQW��7KH�PDMRULW\�RI�XVHUV��LQFOXGLQJ�SDUHQW�DQG�FKLOG�DGYRFDWHV��EHOLHYHG�QHW�LQFRPH�LV�PRUH�HTXLWDEOH�WR�XVH��3DUHQWV��RQ�WKH�RWKHU�KDQG��ZHUH�DOPRVW�HTXDOO\�GLYLGHG�LQ�WKHLU�RSLQLRQ�DERXW�ZKHWKHU�JURVV�RU�QHW�LQFRPH�LV�PRUH�HTXLWDEOH��%XW��VLQFH�VRPH����SHUFHQW�RI�SDUHQWV�GLG�QRW�RU�GLG�QRW�NQRZ�KRZ�WR�DQVZHU��LW�LV�LPSRVVLEOH�WR�GHWHUPLQH�WKHLU�WUXH�SUHIHUHQFHV��$V�LQGLFDWHG�E\�VRPH�HDUOLHU�FRPPHQWV��VRPH�SDUHQWV�EHOLHYH�LQFRPH�LV�WKH�ZURQJ�EDVH�WR�XVH�LQ�FDOFXODWLQJ�VXSSRUW�LQ�WKH�ILUVW�SODFH�
6HFRQG�)DPLOLHV
$�WKLUG�LVVXH�WKH�-XGLFLDO�&RXQFLO�ZDV�SDUWLFXODUO\�LQWHUHVWHG�LQ�KDYLQJ�WKH�VXUYH\�DGGUHVV�ZDV�VHFRQG�IDPLOLHV��WKDW�LV��FKLOGUHQ�WKH�REOLJRU�RU�REOLJHH�KDV�D�GXW\�WR�VXSSRUW�EXW�ZKR�DUH�QRW�FRYHUHG�E\�D�FKLOG VXSSRUW�RUGHU��7KH�VXUYH\�DVNHG�UHVSRQGHQWV�ZKDW�FKDQJHV�WKH\�WKRXJKW�VKRXOG�EH�PDGH�WR�WKH�JXLGHOLQH¶V�H[LVWLQJ�SURYLVLRQV�IRU�WZR�VFHQDULRV�� 6FHQDULR����7KH�REOLJRU�RU�REOLJHH�KDV�D�VHFRQG�IDPLO\�ZLWK�FKLOGUHQ�ZKR�DUH�QRW�OLYLQJ�LQ�WKDW�SDUHQW¶V�KRXVHKROG�DQG�WKDW�SDUHQW�LV�SD\LQJ�YROXQWDU\��QRW�FRXUWRUGHUHG��VXSSRUW�IRU�WKRVH�FKLOGUHQ��7KH�JXLGHOLQH�FXUUHQWO\�SURYLGHV�IRU�D�GHGXFWLRQ�IURP�LQFRPH�IRU�DQ\�YROXQWDU\�VXSSRUW�DFWXDOO\�EHLQJ�SDLG�EXW�QRW�WR�H[FHHG�WKH�DPRXQW�HVWDEOLVKHG�E\�WKH�JXLGHOLQH�� 6FHQDULR����7KH�REOLJRU�RU�REOLJHH�KDV�D�VXEVHTXHQW�LQWDFW�IDPLO\�XQLW�ZLWK�FKLOGUHQ�ZKR�DUH�EHLQJ�GLUHFWO\�VXSSRUWHG�E\�WKDW�SDUHQW�ZKLOH�UHVLGLQJ�LQ�WKDW�SDUHQW¶V�KRXVHKROG��7KH�JXLGHOLQH�FXUUHQWO\�SURYLGHV�IRU�D�PD[LPXP�KDUGVKLS�GHGXFWLRQ�LQ�WKLV�FLUFXPVWDQFH��EXW�QRW�WR�H[FHHG�WKH�VXSSRUW�DOORFDWHG�HDFK�FKLOG�IRU�ZKRP�VXSSRUW�LV�EHLQJ�FDOFXODWHG�
7KH�VXJJHVWLRQV�IRU�GHDOLQJ�ZLWK�WKHVH�VLWXDWLRQV�DUH�GLVSOD\HG�WRJHWKHU�LQ�([KLELW��� ���VLQFH�LQ�PDQ\�LQVWDQFHV�WKH�VXJJHVWLRQV�ZHUH�WKH�VDPH��$V�LQ�HDUOLHU�JUDSKV��WKH�SURSRUWLRQDO�UHVSRQVH�UDWHV�DUH�EDVHG�RQO\�RQ�WKH�SHRSOH�ZKR�DQVZHUHG�WKH�TXHVWLRQ��$SSUR[LPDWHO\����SHUFHQW�RI�WKH�UHVSRQGHQWV�GLG�QRW�DQVZHU�RQH�RU�ERWK�TXHVWLRQV�
)RU�ERWK�VFHQDULRV��D�PDMRULW\�RI�WKH�UHVSRQGHQWV�EHOLHYHG�WKDW�WKH�SURYLVLRQV�LQ�WKH�JXLGHOLQH�DUH�DGHTXDWH�RU�IDLU��7KXV�����SHUFHQW�RI�WKH�UHVSRQGHQWV�EHOLHYHG�WKH�SURYLVLRQV�IRU�GHDOLQJ�ZLWK�YROXQWDU\�SD\PHQWV�DUH�DOO�ULJKW��DQG����SHUFHQW�EHOLHYHG�WKDW�WKH�SURYLVLRQV�IRU�GHDOLQJ�ZLWK�VXEVHTXHQW�FKLOGUHQ�LQ�WKH�SDUHQW¶V�KRPH�DUH�DFFHSWDEOH��$W�WKH�RWKHU�H[WUHPH��VPDOO�SURSRUWLRQV�RI�UHVSRQGHQWV²URSRUWLRQV�WRR�VPDOO�WR�EH�GLVSOD\HG�LQGLYLGXDOO\�LQ�WKH�H[KLELW²EHOLHYHG�WKDW�WKH�SURYLVLRQV�VKRXOG�EH�HOLPLQDWHG�
6FHQDULR��
:LWK�UHVSHFW�WR�WKH�ILUVW�VFHQDULR��WKDW�LV��GHGXFWLRQV�IURP LQFRPH�IRU�YROXQWDU\�SD\PHQWV���WKH�FKDQJH�WKDW�D�SOXUDOLW\�RI�UHVSRQGHQWV�UHFRPPHQGHG�ZDV�WKDW�WKH�SDUHQW�PXVW�VKRZ�SURRI�RI�SD\PHQW�����SHUFHQW�RI�WKH�UHVSRQGHQWV�PDGH�WKDW�VXJJHVWLRQ���7KH\�UHFRPPHQGHG�WKDW�WKH�SDUHQW�SD\LQJ�VXSSRUW�VKRXOG�EH�UHTXLUHG�WR�VKRZ�D�UHFRUG�RI�FRQWLQXRXV�SD\PHQW�IRU�VL[�PRQWKV�RU�WKDW�WKH�SDUHQW�UHFHLYLQJ�VXSSRUW�VLJQ�DQ�DIILGDYLW�WKDW�VXSSRUW�LV�EHLQJ�SDLG��(YHQ�DV�WKH\�PDGH�WKLV�VXJJHVWLRQ��KRZHYHU��WKH\�VDZ�SUREOHPV�IRU�VRPH�UHVSRQGHQWV��,Q�WKH�ZRUGV�RI�RQH�UHVSRQGHQW�
&KDQJH�WKH�GRFXPHQWDWLRQ�UHTXLUHPHQW�WR�D�VZRUQ�DIILGDYLW��7KH�SUREOHP�LQ�WKLV�DUHD�FRPHV�IURP�WKH�GRFXPHQWDWLRQ�UHTXLUHPHQW�0DQ\�QRQFXVWRGLDO�SDUHQWV�KDYH�SDLG�LQ�FDVK�RU�SURYLGHG�LQ�NLQG�VXSSRUW�ZKLFK�WKH\�FDQ¶W�GRFXPHQW�DQG�WKHUHIRUH�WKH\�ZRQ¶W�JHW�WKHGHGXFWLRQ�

$QRWKHU�UHVSRQGHQW�ZRUULHG�WKDW�HYHQ�ZLWK�SURRI�RI�SD\PHQW�WKHUH�ZRXOG�EH�SUREOHPV�DQG�VXJJHVWHG�WKDW�D�VXSSRUW�RUGHU�ZDV�QHHGHG�IRU�WKRVH�FKLOGUHQ�
$�SHUVRQ�VKRXOG�EH�HQWLWOHG�WR�D�GHGXFWLRQ�LI�WKH�FKLOG�VXSSRUW�LV�FRXUWRUGHUHG��:LWKRXW�D�FRXUW�RUGHU��WKH�REOLJRU�FRXOG�VWRS�SD\LQJ�WKHRWKHU�FKLOG¶V�VXSSRUW�WKH�GD\�DIWHU�KH�VKH�JHWV�WKH�GHGXFWLRQ�DQG�WKH�SUHVHQW�FXVWRGLDO�SDUHQW�SUREDEO\�ZRXOG�QRW�EH�DZDUH�RI�LW�RU�ZRXOG�KDYH�JUHDW�GLIILFXOW\�SD\LQJ�LW�

7KH�VHFRQG�PRVW�IUHTXHQWO\�PHQWLRQHG�VXJJHVWLRQ�ZDV�WKDW�DOO�FKLOGUHQ�VKRXOG�EH�LQFOXGHG�LQ�WKH�VXSSRUW�FDOFXODWLRQ��7KDW�LV��LQVWHDG�RI�DOORZLQJ�D�GHGXFWLRQ�IRU�YROXQWDU\�VXSSRUW�SDLG��WKH�SDUHQW¶V�IXOO�LQFRPH�VKRXOG�EH�XVHG�WR�FRPSXWH�D�VXSSRUW�REOLJDWLRQ�WKDW�LQFOXGHV�DOO�WKH�FKLOGUHQ��7KLV�FRXOG�EH�GRQH�LQ�WZR�VHSDUDWH�FDOFXODWLRQV��RU�D�VLQJOH�REOLJDWLRQ�FRXOG�EH�FRPSXWHG�DQG�WKHQ�WKH�REOLJDWLRQ�FRXOGEH�SURUDWHG�EDVHG�RQ�WKH�QXPEHU�RI�FKLOGUHQ�EHLQJ�VXSSRUWHG�LQ�HDFK�KRXVHKROG��7KH�IROORZLQJ�WZR�FRPPHQWV�UHIOHFW�WKH�WKLQNLQJ�RI�UHVSRQGHQWV�RQ�WKLV�LVVXH�
7KH�VHFRQG�IDPLO\�GHGXFWLRQ�VKRXOG�EH�FRPSXWHG�DW�WKH�JXLGHOLQH�OHYHO�WR�DYRLG�VXEVHTXHQW�PRGLILFDWLRQ�RI�WKH�HVWDEOLVKHG�RUGHU�LI�DIRUPDO�RUGHU�LV�HYHU�VRXJKW�IRU�IDPLO\�QXPEHU�WZR��$OO�WKH�FKLOGUHQ�VKRXOG�EH�WUHDWHG�HTXDOO\�IRU�VXSSRUW�SXUSRVHV�
,�WKLQN�JXLGHOLQHV�VKRXOG�GLVUHJDUG�WKH�DPRXQW�DFWXDOO\�EHLQJ�SDLG�YROXQWDULO\�DQG�DVVXPH�WKDW�D�JXLGHOLQH�RUGHU�LV�DOUHDG\�LQ�SODFH�IRUWKH�RWKHU�FDVH��7KLV�ZD\�RQO\�RQH�H[WUD�PRGLILFDWLRQ�KHDULQJ�ZLOO�EH�UHTXLUHG��2WKHUZLVH��D�PRGLILFDWLRQ�LQ�WKH�RWKHU�FDVH�ZRXOG�QRW�UHVXOW�LQ�JXLGHOLQH�VXSSRUW�LQ�ERWK�FDVHV�
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$PRQJ�WKH�RWKHU�FRPPHQWV�DERXW�WKH�DPRXQW�RI�WKH�GHGXFWLRQ�ZHUH�VXJJHVWLRQV�WKDW�LW�VKRXOG�FRQVLGHU�WKH�DFWXDO�OLYLQJ�H[SHQVHV�RI�WKH�FKLOGUHQ�IRU�ZKRP�YROXQWDU\�VXSSRUW�ZDV�EHLQJ�SDLG�DQG DQ\�LQFRPH�RI�WKH�QHZ�VSRXVH�SDUWQHU��2WKHU�UHVSRQGHQWV�VXJJHVWHG�WKDW�WKH�GHGXFWLRQ�EH�HOLPLQDWHG��EH�PDQGDWRU\��EH�GLVFUHWLRQDU\��RU�EH�GHSHQGHQW�RQ�ZKLFK�VHW�RI�FKLOGUHQ�ZHUH�ERUQ�ILUVW��$PRQJ�WKRVHDGYRFDWLQJ�WR�HOLPLQDWH�WKH�GHGXFWLRQ�ZDV�RQH�UHVSRQGHQW�ZKR�VDLG��³(OLPLQDWH�WKLV�KDUGVKLS�GHGXFWLRQ��,¶YH�VHHQ�WRR�PDQ\�FDVHV�ZKHUH�WKH�QRQFXVWRGLDO�SDUHQW�FODLPV�WKLV��EXW�LW�HQGV�XS�EHLQJ�IRU�����SD\PHQWV�WKDW�VWDUWHG�DIWHU�RXU�FDVHV�GLG�RU�����SD\PHQWV�WKDW�KDYH�EHHQ�YHU\�VSRUDGLF�´
6FHQDULR��
6FHQDULR���PHW�ZLWK�PDQ\�RI�WKH�VDPH�FRPPHQWV�DV�6FHQDULR����7KXV�UHVSRQGHQWV�VXJJHVWHG�WKH�IROORZLQJ�� $OO�FKLOGUHQ�VKRXOG�EH�FRQVLGHUHG�LQ�FDOFXODWLQJ�WKH�VXSSRUW�REOLJDWLRQ�����SHUFHQW�RI�WKRVH�ZKR�DQVZHUHG�WKH�TXHVWLRQ���³&KLOGUHQ�IURP�ERWK�IDPLOLHV�VKRXOG�EH�WUHDWHG�HTXDOO\�LQ�WHUPV�RI�SURYLGLQJ�PRQH\�IRU�HDFK�IDPLO\¶V�VXSSRUW��1R�SUHIHUHQFH�VKRXOG�EH�JLYHQ�WR�µZKLFK�FKLOGUHQ�ZHUH�ERUQ�ILUVW�¶´� 7KH�LQFRPH�RI�WKH�QHZ�VSRXVH�SDUWQHU�VKRXOG�EH�FRQVLGHUHG�LQ�HVWDEOLVKLQJ�ZKDW�WKH�GHGXFWLRQ�DPRXQW�VKRXOG�EH�IRU�WKH VXEVHTXHQW�IDPLO\����SHUFHQW���³'R�QRW�DXWRPDWLFDOO\�JLYH�D�PD[LPXP�KDUGVKLS�GHGXFWLRQ��7KH�JXLGHOLQH�VKRXOG�RIIHU�D�VOLGLQJ�VFDOH�DQG�WDNH�LQWR�DFFRXQW�WKH�LQFRPH�RI�WKH�QHZ�VSRXVH�SDUWQHU�SDUHQW�RI�WKH�VXEVHTXHQW�FKLOGUHQ�´� &RQVLGHU�WKH�FKLOGUHQ¶V�VSHFLDO�QHHGV�LQ�HVWDEOLVKLQJ�DQ�DSSURSULDWH�GHGXFWLRQ�DPRXQW����SHUFHQW���³,QFOXGH�D�SURYLVLRQ�IRU�VSHFLDO�QHHGV�FKLOGUHQ�DQG�DFWXDO�FKLOG�FDUH�FRVWV�EHLQJ�SDLG�IRU�FKLOGUHQ�LQ�WKH�VHFRQG�IDPLO\�´�DQG�³,I�12�VSHFLDO�FLUFXPVWDQFHV�DUH�LQYROYHG��IRU�H[DPSOH��PHGLFDO��HGXFDWLRQDO���WKHQ�LW�VKRXOG�VWDQG�DV�LW�LV��:KHQ�WKHUH�LV�D�VSHFLDO�FLUFXPVWDQFH��ZKHQHYHU�LW�RFFXUV��DQ�LPPHGLDWH�DOORZDQFH�VKRXOG�EH�SXW�LQWR�SODFH�´� &RQVLGHU�WKH�DFWXDO�OLYLQJ�H[SHQVHV�RI�WKH�FKLOGUHQ�LQ�WKH�VXEVHTXHQW�KRXVHKROG����SHUFHQW���³,�EHOLHYH�WKH�JXLGHOLQH�QHHGV�WR�EH�PRUH�UHDOLVWLF�DV�WR�WKH�DFWXDO�FRVWV�RI�VXSSRUWLQJ�WKH�VXEVHTXHQW�LQWDFW�IDPLO\�XQLW��7KH�PD[LPXP�KDUGVKLS�GHGXFWLRQ�LV�XQUHDOLVWLF�DQG�IDLOV�WR�FRQVLGHU�WKH�GHWULPHQWDO�HIIHFW�WKDW�WKH�UHVXOWLQJ�VXSSRUW�RUGHU�PD\�KDYH�RQ�WKH�REOLJRU¶V�REOLJHH¶V�QHZ�IDPLO\�DQG�FKLOGUHQ�´
$�IHZ�UHVSRQGHQWV��EXW�QRW�HQRXJK�WR�EH�LQFOXGHG�LQ�WKH�JUDSK��ZHUH�RXWVSRNHQ�LQ�WKHLU�RSSRVLWLRQ�WR�DQ\�DGMXVWPHQW��,Q�WKH�ZRUGV�RI�RQH�UHVSRQGHQW��³1RUPDOO\�D�SDUHQW�FKRRVHV�WR�KDYH�D�VXEVHTXHQW�IDPLO\�XQLW��,I�VXSSRUW�LV�ORZHUHG�GXH�WR�WKDW�REOLJDWLRQ��WKH�REOLJHH�LV��LQ�HIIHFW��VXEVLGL]LQJ�WKH�VXEVHTXHQW�XQLW��7KDW�LV�JHQHUDOO\�XQIDLU�´�2WKHU�UHVSRQGHQWV�EHOLHYHG�WKH�KDUGVKLS�GHGXFWLRQ�VKRXOG�EH�UHGXFHG�WR�WKH�³PLQLPXP�OLYLQJ�H[SHQVHV�RI�WKH�VXEVHTXHQW�FKLOG�´�$QG�ILQDOO\��RWKHUV�WKRXJKW�WKH�KDUGVKLS�GHGXFWLRQ�DV�VWDWHG�LQ�WKH�JXLGHOLQH�ZDV�QRW�HQRXJK��³&KLOGUHQ�RI�QRQFXVWRGLDO�SDUHQWV�OLYLQJ�ZLWK�WKHP�GHVHUYH�WKH�VDPH�SURWHFWLRQ�DV�FKLOGUHQ�ZKR�EHQHILW�IURP�D�VXSSRUW�RUGHU��7KHUH�VKRXOG�EH�D�PXFK�PRUH�VLJQLILFDQW�KDUGVKLS�DGMXVWPHQW�WR�LQFRPH�IRU�FKLOGUHQ�RI�D�VHFRQG�VSRXVH�OLYLQJ�ZLWK�WKH�QRQFXVWRGLDO�SDUHQW�´
,W�DSSHDUV�IURP�UHVSRQGHQWV¶�UHPDUNV�WKDW�FRXUWV�KDYH�PDGH�VRPH�DGMXVWPHQWV�WR�WKLV�JXLGHOLQH�SURYLVLRQ�LQ�FDOFXODWLQJ�WKH�KDUGVKLS�GHGXFWLRQ��$V�RQH�UHVSRQGHQW�VWDWHG��³2XU�FRXUW�RQO\�JLYHV�D�RQH�KDOI�KDUGVKLS�GHGXFWLRQ�IRU�WKHVH�W\SHV�RI�FKLOGUHQ��UHDVRQLQJ�WKDW�WKH�RWKHU�SDUHQW�RI�WKDW�FKLOG�LV�UHVSRQVLEOH�IRU�WKH�RWKHU�KDOI�RI�WKDW�FKLOG¶V�FDUH�´�6RPH�UHVSRQGHQWV�QRWHG�WKDW�EHFDXVH�DOO�IDPLOLHV�DUH�XQLTXH��WKHUH�VKRXOG�EH�FRQVLGHUDEO\�PRUH�ODWLWXGH�JLYHQ�WR�MXGJHV�LQ�VHWWLQJ�WKH�DPRXQW�RI�WKH�GHGXFWLRQ�
6800$5<
7KLV�FKDSWHU�KDV�SUHVHQWHG�ILQGLQJV�SULPDULO\�IURP�D�VXUYH\�RI�SHRSOH�LQ�&DOLIRUQLD�ZKR�XVH�WKH�FKLOG�VXSSRUW�JXLGHOLQH�WR�HVWDEOLVK�DQG�PRGLI\�VXSSRUW�RUGHUV��DOWKRXJK�VRPH�SDUHQWV�DOVR�UHVSRQGHG��7KH�VXUYH\¶V�SXUSRVH�ZDV�WR�����DVVHVV�ZKHWKHU�WKHVH�XVHUV�EHOLHYH�WKH�JXLGHOLQH�UHVXOWV�LQ�RUGHUV�WKDW�DUH�IDLU�DQG�HTXLWDEOH������OHDUQ�ZKDW�XVHUV�EHOLHYH�DUH�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�JXLGHOLQH������XQGHUVWDQG�ZKDW�SUREOHPV�XVHUV�KDYH�ZLWK�WKH�JXLGHOLQH�LQ�HVWDEOLVKLQJ�VXSSRUW�REOLJDWLRQV������LGHQWLI\�ZKDW�UHDVRQV�XVHUV�EHOLHYH�FRXUWV�GHYLDWH�IURP�WKH�JXLGHOLQH��DQG�����LGHQWLI\�FKDQJHV�QHHGHG�WR�VRPH�RI�WKH�SURYLVLRQV�LQ�WKH�JXLGHOLQH�GHDOLQJZLWK�ORZ�LQFRPH��VHFRQG�IDPLOLHV��DQG�WKH�XVH�RI�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�VXSSRUW�REOLJDWLRQV�
7KH�*XLGHOLQH¶V�6WUHQJWKV�DQG�:HDNQHVVHV
2YHUDOO��UHVSRQGHQWV�UDWHG�WKH�JXLGHOLQH�DV�PRVWO\�XQIDLU�WR�WKH�QRQFXVWRGLDO�SDUHQW�DQG�WKH�SDUHQWV¶�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV�DQG�PRVWO\�IDLU�WR�WKH�FXVWRGLDO�SDUHQW��7KH�IDLUQHVV�UDWLQJ�WKH\�JDYH�WR�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�ZDV�HVWDEOLVKHG�ZDV�LQ�WKH�PLGGOH�RI�WKH�IDLUQHVV�VFDOH��WKXV�QHLWKHU�IDLU�QRU�XQIDLU��7KDW�LV��RQ�D�IRXU�SRLQW VFDOH��WKH�DYHUDJH�IDLUQHVV�UDWLQJ�ZDV�FRQVLGHUDEO\�OHVV�WKDQ�����IRU�ERWK�SDUHQWV�DQG�WKH�FKLOGUHQ�IURP�RWKHU�UHODWLRQVKLSV�DQG�VRPHZKDW�JUHDWHU�WKDQ�����IRU�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�ZDV�HVWDEOLVKHG��7KLV�SHUFHLYHG�ODFN�RI�IDLUQHVV�ZDV�IXUWKHU�HYLGHQFHG�LQ�ZKDW�UHVSRQGHQWV�EHOLHYHG�DERXW�WKH�OHYHO�RI�VXSSRUW�RUGHUV��ZKHWKHU�WKH\�DUH�WRR�KLJK��DERXW�ULJKW��RU�WRR�ORZ��$�PDMRULW\�RI�UHVSRQGHQWV�����SHUFHQW��EHOLHYHG�WKH�VXSSRUW�RUGHUV�HVWDEOLVKHG�XVLQJ�WKH�JXLGHOLQH�DUH�WRR�KLJK��$ERXW�D�TXDUWHU�RI�DOO UHVSRQGHQWV�����SHUFHQW��EHOLHYHG�WKH\�DUH�DERXW�ULJKW��DQG�RQO\���SHUFHQW�EHOLHYHG�WKH\�DUH�WRR�ORZ��5HJDUGOHVV�RI�WKHVH�RSLQLRQV��KRZHYHU��PRVW�UHVSRQGHQWV�KDG�VRPH�SRVLWLYH�WKLQJV�WR�VD\�DERXW�WKH�JXLGHOLQH��ZKLFK�DUH�FDSWXUHG�LQ�WKH�IROORZLQJ�UHPDUN�
7KH�JXLGHOLQHV�DUHQ¶W�SHUIHFW��EXW�WKH\�KDYH�UHVXOWHG�LQ�RUGHUV�WKDW�DUH�IDU�PRUH�FRQVLVWHQW�WKDQ�LQ�SDVW�\HDUV�DQG�PRUH�LQ�WXQH�ZLWK�UHDOLW\�LQ�WHUPV�RI�WKH�FRVW�RI�SURYLGLQJ�VXSSRUW�IRU�FKLOGUHQ�

,QGHHG��LQ�UHSRUWLQJ�DERXW�WKH�JXLGHOLQH¶V�VWUHQJWKV��UHVSRQGHQWV�PRVW�IUHTXHQWO\�PHQWLRQHG�WKDW�WKH�JXLGHOLQH�����LV�FRQVLVWHQW��XQLIRUP��DQG�REMHFWLYH�����SHUFHQW�������\LHOGV�SUHGLFWDEOH�UHVXOWV�����SHUFHQW�������LV�IDLU�WR�FKLOGUHQ����SHUFHQW���DQG�����\LHOGV�UHDVRQDEOH�VXSSRUW�DPRXQWV����SHUFHQW���5HVSRQGHQWV�DOVR�FLWHG�WKH�JXLGHOLQH�IRU�LWV�HDVH�RI�XVH����SHUFHQW���LWV�XVH�RI�QHW�LQFRPH����SHUFHQW���LWV�FRQVLGHUDWLRQ�RI�HDFK�SDUHQW¶V�WLPH�ZLWK�WKH�FKLOGUHQ�����SHUFHQW���DQG�WKH�MXGLFLDO�GLVFUHWLRQ�WKH�JXLGHOLQH�DOORZV�WR�GHDO�DSSURSULDWHO\�ZLWK�HDFK�IDPLO\¶V�XQLTXH�FLUFXPVWDQFHV����SHUFHQW��
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5HVSRQGHQWV�PDLQO\�IDXOWHG�WKH�JXLGHOLQH�IRU�\LHOGLQJ�VXSSRUW�RUGHUV�WKH\�EHOLHYH�DUH�WRR�KLJK�����SHUFHQW��DQG�IRU�EHLQJ�WRR�ULJLG�DQG�LQIOH[LEOH�����SHUFHQW���7KH\�DOVR�PHQWLRQHG�VSHFLDO�IDFWRUV�DERXW�WKH�JXLGHOLQH�WKH\�GLG�QRW�OLNH��VXFK�DV�WKH�VKDUHG�SDUHQWLQJ�WLPH�DGMXVWPHQW�����SHUFHQW���ZKLFK�PDQ\�EHOLHYHG�HQFRXUDJHV�FRQIOLFW�EHWZHHQ�WKH�SDUHQWV��WKH�DGGLWLRQV�IRU�FKLOG�FDUH�DQG�PHGLFDO�FRVWV�����SHUFHQW���ZKLFK�WKH\�EHOLHYH�DUH�XQIDLU��DQG�WKH�ORZ�LQFRPH�DGMXVWPHQW����SHUFHQW���ZKLFK�WKH\�EHOLHYH�LV�LQDGHTXDWH��<HW��WKH\�DOVR�ZHUH�GLVDSSRLQWHG�WKDW�WKH�JXLGHOLQH�GRHV�QRW�DGGUHVV�RWKHU�VSHFLDO�IDFWRUV�RI�LQWHUHVW�WR�WKHP��VXFK�DV�UHQW��WUDQVSRUWDWLRQ��DQGH[FHVVLYH�YLVLWDWLRQ�FRVWV�
,W�ZDV�GLIILFXOW�WR�PDNH�D�GLUHFW�OLQN�IURP�ZKDW�UHVSRQGHQWV�VDZ�DV�WKH�JXLGHOLQH¶V�VWUHQJWKV�DQG�ZHDNQHVVHV�WR�ZKDW�W\SHV�RI�IDPLOLHV�WKH\�EHOLHYHG�DUH�KHOSHG�RU�GLVDGYDQWDJHG�E\�WKH�JXLGHOLQH�EHFDXVH�UHVSRQVHV�WR�WKH�TXHVWLRQ�DERXW�IDPLOLHV�ZHUH�PRUH�JHQHUDO��7KXV��LQVWHDG�RI�WDONLQJ DERXW�WKH�SUHVHQFH�RU�DEVHQFH�RI�VSHFLILF�DGMXVWPHQWV��UHVSRQGHQWV�PHQWLRQHG�YHU\�JHQHUDO�IDPLO\�W\SHV��0RUHRYHU��WKH�W\SHV�RI�IDPLOLHV�UHVSRQGHQWV�EHOLHYHG�DUH�KHOSHG�E\�WKH�JXLGHOLQH�ZHUH�DOVR�WKH�W\SHV�WKH\�WKRXJKW�DUH�GLVDGYDQWDJHG��)RU�H[DPSOH����SHUFHQW�RI�UHVSRQGHQWV�VDLG�WKH�JXLGHOLQH�KHOSV�DOO�IDPLOLHV��DQG���SHUFHQW�VDLG�WKH�JXLGHOLQH�LV�GLIILFXOW�IRU�IDPLOLHV��6LPLODUO\��UHVSRQGHQWV�UHSRUWHG�WKH�JXLGHOLQH�DV�KHOSIXO�RU�GLIILFXOW�IRU�ORZ�LQFRPH��PLGGOHLQFRPH��DQG�KLJK�LQFRPH�IDPLOLHV��DOWKRXJK�QRW�LQ�WKH�VDPH�SURSRUWLRQV��7KXV��ZKLOH����SHUFHQW�RI�UHVSRQGHQWV�VDLG�WKH�JXLGHOLQH�LV�GLIILFXOW�IRU�ORZ�LQFRPH�IDPLOLHV��RQO\����SHUFHQW�VDLG�WKH�JXLGHOLQH�LV�KHOSIXO�WR�ORZ�LQFRPH�IDPLOLHV�
,Q�JHQHUDO��UHVSRQGHQWV�VHHPHG�WR�EHOLHYH�WKDW�WKH�JXLGHOLQH�LV PRVW�KHOSIXO�WR�PLGGOH�LQFRPH�IDPLOLHV�WKDW�GR�QRW�KDYH�DQ\�VSHFLDO�FLUFXPVWDQFHV�WKDW�QHHG�WR�EH�FRQVLGHUHG��IRU�H[DPSOH��QR�VHFRQG�IDPLOLHV��QR�XQXVXDO�H[SHQVHV���7KH�JXLGHOLQH�DSSHDUV�WR�EH�PRVW�GLIILFXOW�IRU�ORZ�LQFRPH�IDPLOLHV�DQG�WKRVH�ZKR�KDYH�VSHFLDO�FLUFXPVWDQFHV��IRU�H[DPSOH��RQH�RU�ERWK�SDUHQWV�LV�VHOI�HPSOR\HG�RU�WKHUH�DUH�KDUGVKLSV�RU�PXOWLSOH�IDPLOLHV�WR�FRQVLGHU��
3UREOHPV�DQG�'HYLDWLRQV
$PRQJ�WKH�SUREOHPV�UHVSRQGHQWV�UHSRUWHG�LQ�XVLQJ�WKH�JXLGHOLQH��WKH�PRVW�IUHTXHQWO\�PHQWLRQHG�SUREOHP�����SHUFHQW�RI�WKH�UHVSRQGHQWV�ZKR�OLVWHG�D�SUREOHP��ZDV�WKDW�WKH�JXLGHOLQH�\LHOGV�VXSSRUW�RUGHUV�WKDW�UHVSRQGHQWV�EHOLHYHG�DUH�WRR�KLJK��5HVSRQGHQWV�DOVR�FLWHG�SUREOHPV�ZLWK�WLPH�VKDULQJ�DUUDQJHPHQWV�����SHUFHQW��DQG�WKHQ�VHYHUDO�SUREOHPV�GHDOLQJ�ZLWK�JURVV�LQFRPH�����SHUFHQW���,Q�SDUWLFXODU��UHVSRQGHQWV�UHSRUWHG�SUREOHPV�GHDOLQJ�ZLWK�VHOI�HPSOR\PHQW�LQFRPH��LPSXWLQJ�LQFRPH�ZKHQ�LQFRPH�LQIRUPDWLRQ�LV�QRW�NQRZQ��DQG�DGMXVWLQJ�IRU�LQFRPH�IURP�RYHUWLPH��ERQXVHV��DQG�DQRWKHU�SDUWQHU�RU�VSRXVH��$�ILQDO�VHW�RI�SUREOHPV�PHQWLRQHG�GHDOW�ZLWK�VSHFLDO�IDFWRUV��VXFK�DV�ORZ�LQFRPH��RWKHU�GHSHQGHQWV��PXOWLSOH�VXSSRUW�RUGHUV��DQG�FKLOGUHQ¶V�VSHFLDO�QHHGV�
7KH�UHSRUWHG�SUREOHPV�XVLQJ�WKH�JXLGHOLQH�DUH�UHIOHFWHG�LQ�WKH�UHDVRQV�UHVSRQGHQWV�VDLG�FRXUWV�GHYLDWH�IURP�WKH�JXLGHOLQH�LQ�FDOFXODWLQJ�FKLOG�VXSSRUW�RUGHUV��)RU�H[DPSOH��WKH�PRVW�IUHTXHQWO\�UHSRUWHG�UHDVRQ�IRU�GHYLDWLRQV�ZDV�ORZ�LQFRPH�����SHUFHQW�RI�WKH�UHVSRQGHQWV�ZKR�OLVWHG�D�GHYLDWLRQ���6LPLODUO\��UHVSRQGHQWV�UHSRUWHG�GHYLDWLRQV�WR�DFFRPPRGDWH�WKH�XQXVXDO�QHHGV�RI�HDFK�IDPLO\��IRU�H[DPSOH��VHFRQG�IDPLOLHV��SDUHQWV¶�H[WUDRUGLQDU\�H[SHQVHV��WLPH�VKDULQJ�YLVLWDWLRQ�H[SHQVHV��DQG�WR�GHDO�ZLWK�LQFRPH�LVVXHV��IRU�H[DPSOH��DEVHQFH�RI�LQFRPH�LQIRUPDWLRQ��XQGHU� DQG�XQHPSOR\HG�QRQFXVWRGLDO�SDUHQWV��
$GMXVWPHQWV�IRU�6SHFLDO�)DFWRUV
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/RZ�,QFRPH�$GMXVWPHQW
2QH�VXUYH\�TXHVWLRQ�DVNHG�UHVSRQGHQWV�WR�UDWH�WKH�DGHTXDF\�RI�WKH�JXLGHOLQH¶V�DGMXVWPHQWV�IRU����VSHFLDO�IDFWRUV��2I�WKRVH�IDFWRUV��WKH�DGMXVWPHQW�IRU�ORZ�LQFRPH�UHFHLYHG�WKH�ORZHVW�DGHTXDF\�UDWLQJ��$OVR��ZKHQ�DVNHG�WR�OLVW�WKH�IDPLO\�W\SHV�IRU�ZKLFK�WKH�JXLGHOLQH�LV�PRVW�GLIILFXOW��WKH�PRVW�IUHTXHQWO\�PHQWLRQHG�ZDV�ORZ�LQFRPH�IDPLOLHV��<HW��ZKHQ�DVNHG�ZKDW�FKDQJHV�WKH\�ZRXOG�OLNH�WR�VHH�PDGH�WR�WKH�ORZLQFRPH�DGMXVWPHQW��DOPRVW�WZR�WKLUGV�RI�DOO�UHVSRQGHQWV�����SHUFHQW��GLG�QRW�PDNH�D�VXJJHVWLRQ�RU�VDLG�QR�FKDQJHV DUH�QHHGHG�
$PRQJ�UHVSRQGHQWV�ZKR�GLG�VXEPLW�VXJJHVWLRQV��WKH�FKDQJHV�WKH\�ZRXOG�PRVW�OLNH�WR�VHH�GHDOW�ZLWK�WKH�LQFRPH�WKUHVKROG�XVHG�WR�TXDOLI\�SDUHQWV�IRU�D�ORZ�LQFRPH�DGMXVWPHQW��0RVW�UHVSRQGHQWV�EHOLHYHG�WKH�H[LVWLQJ�WKUHVKROG���������SHU�PRQWK�QHW�LQFRPH��LV�WRR�ORZ�DQG�VKRXOG�EH�����LQFUHDVHG�WR�D�KLJKHU�DPRXQW������FKDQJHG�WR�D�VOLGLQJ�VFDOH��IRU�H[DPSOH��WR�DFFRPPRGDWH�GLIIHUHQW�FRVWV�RI�OLYLQJ�LQ�GLIIHUHQW�&DOLIRUQLD�FRXQWLHV���RU�����FKDQJHG�WR�FRQVLGHU�WKH�PLQLPXP�FRVWV�WR�OLYH��ZKLFK�KDG�GLIIHUHQW�PHDQLQJV�WR�GLIIHUHQW�UHVSRQGHQWV��IRU�H[DPSOH��IHGHUDO�SRYHUW\�OHYHO��³UHDVRQDEOH´�FRVWV��H[LVWLQJ�VWDQGDUG�RI�OLYLQJ���$W�WKH�RWKHU�H[WUHPH�ZHUH�UHVSRQGHQWV�ZKR�VXJJHVWHG�HOLPLQDWLQJ�WKH�DGMXVWPHQW�DOWRJHWKHU�RU�PDNLQJ�HOLJLELOLW\�IRU�WKH�DGMXVWPHQW�FRQGLWLRQDO�RQ�WKH�REOLJRU�SDUHQW�HQUROOLQJ�LQ�D�MREV�WUDLQLQJ�SURJUDP�RU�VHHNLQJ�ZRUN��)LQDOO\��D�VPDOO�SURSRUWLRQ�RI�UHVSRQGHQWV�WKRXJKW�WKDW�WKH�ORZ�LQFRPH�LVVXH�FRXOG�EH�UHVROYHG�RU�KDQGOHG�EHWWHU�E\�DOORZLQJ�JUHDWHU�MXGLFLDO�GLVFUHWLRQ�LQ�VHWWLQJ�WKH�DPRXQW�RI�WKH�VXSSRUW�RUGHU��
*URVV�9HUVXV�1HW�,QFRPH
7KH�FOHDU�SUHIHUHQFH�IURP�DOO�UHVSRQGHQW�JURXSV�ZDV�WKDW�WKH�JXLGHOLQH�VKRXOG�XVH�QHW�LQFRPH�WR�FDOFXODWH�VXSSRUW��$�SOXUDOLW\�RI�UHVSRQGHQWV�����SHUFHQW��VDLG�QHW�LQFRPH�LV�HDVLHU�WKDQ�JURVV�LQFRPH WR�XVH�LQ�FDOFXODWLQJ�VXSSRUW��D�PDMRULW\�����SHUFHQW��EHOLHYHG�LW�LV�PRUH�IDLU�WR�XVH�QHW�WKDQ�JURVV�LQFRPH��DQG�D�PDMRULW\�����SHUFHQW��EHOLHYHG�WKDW�WKH�JXLGHOLQH�VKRXOG�XVH�QHW�LQFRPH��:KLOH�VRPH�UHVSRQGHQWV�KDG�RWKHU�VXJJHVWLRQV�IRU�FDOFXODWLQJ�VXSSRUW�REOLJDWLRQV�WKDW�ZHUH�QRW�EDVHG�RQ�LQFRPH��IRU�H[DPSOH��WKH�DFWXDO�FRVWV�RI�UDLVLQJ�D�FKLOG���PRVW�UHVSRQGHQWV�DSSHDUHG�WR�OLNH�WKH�JXLGHOLQH¶V�XVH�RI�QHW�LQFRPH�
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6HFRQG�)DPLO\�$GMXVWPHQWV
7KH�VXUYH\�GHILQHG�WKH�VHFRQG�IDPLO\�VLWXDWLRQ�LQ�WZR�VFHQDULRV������SDUHQWV�SD\LQJ�YROXQWDU\��QRW�FRXUW�RUGHUHG��VXSSRUW�IRU�FKLOGUHQ�QRW�UHVLGLQJ�ZLWK�WKHP�DQG�����SDUHQWV�VXSSRUWLQJ�FKLOGUHQ�ZKR�OLYH�ZLWK�WKHP�DQG�ZKR�WKH\�KDYH�D�GXW\�WR�VXSSRUW��$�PDMRULW\�RI�WKH�UHVSRQGHQWV�ZKR�DQVZHUHG�WKH�TXHVWLRQV�VDLG�WKDW�WKH�H[LVWLQJ�SURYLVLRQV�LQ�WKH�JXLGHOLQH�IRU�GHDOLQJ�ZLWK�WKHVH�VLWXDWLRQV�DUH�IDLU�DFFHSWDEOH��RU�DGHTXDWH�DQG�WKDW�QR�FKDQJHV�DUH�QHHGHG�
6SHFLILF�VXJJHVWLRQV�IRU�FKDQJLQJ�WKH�SURYLVLRQV�WKDW�GHDO�ZLWK�YROXQWDU\�SD\PHQWV�LQFOXGHG�����UHTXLULQJ�WKDW�WKH SDUHQW�VKRZ�SURRI�RI�SD\PHQW��JHQHUDOO\�RYHU�D�VXEVWDQWLDO�SHULRG�RI�WLPH��IRU�H[DPSOH��VL[�FRQWLQXRXV�PRQWKV�������HVWDEOLVKLQJ�D�FRXUW�RUGHUHG�VXSSRUW�REOLJDWLRQ�IRU�DOO�WKH�FKLOGUHQ�VR�WKDW�WKH�QHHGV�RI�DOO�WKH�FKLOGUHQ�ZRXOG�EH�DGGUHVVHG�DQG�SUHYHQW�IXUWKHU�OLWLJDWLRQ�RI�WKH�VXSSRUW�LVVXH��DQG�����FRQVLGHULQJ�WKH�DFWXDO�OLYLQJ�H[SHQVHV�RI�DOO�WKH�FKLOGUHQ�
7KH�UHVSRQGHQWV¶�VXJJHVWLRQV�IRU�GHDOLQJ�ZLWK�WKH�LQWDFW�IDPLO\�VLWXDWLRQ�ZHUH�VLPLODU�WR�WKH�VXJJHVWLRQV�IRU�KDQGOLQJ�YROXQWDU\�SD\PHQWV��7KXV��D�SOXUDOLW\�UHFRPPHQGHG�LQFOXGLQJ�DOO�WKH�FKLOGUHQ�QHHGLQJ�VXSSRUW�LQ�WKH�FDOFXODWLRQ�RI�WKH�VXSSRUW�RUGHU��2WKHU�UHFRPPHQGDWLRQV�LQFOXGHG�����WDNLQJ�DFFRXQW�RI�WKH�QHZ�VSRXVH�SDUWQHU¶V�LQFRPH������FRQVLGHULQJ�DQ\�VSHFLDO�QHHGV�RI�WKH�FKLOGUHQ�QHHGLQJ�VXSSRUW��DQG�����FRQVLGHULQJ�WKH�DFWXDO�OLYLQJ�H[SHQVHV�RI�WKH�FKLOGUHQ�LQ�WKH�VHFRQG�IDPLO\�
&RQFOXVLRQV
7KH�VXUYH\�XQFRYHUHG�PDQ\�FRQWUDVWLQJ�SRLQWV�RI�YLHZ��2Q�WKH�RQH�KDQG��WKHUH�ZHUH�UHVSRQGHQWV�ZKR�ZRXOG�OLNH�WKH�JXLGHOLQH�WR�EH�DGYLVRU\�VR�WKDW�MXGLFLDO RIILFHUV�FDQ�GHDO�ZLWK�WKH�XQLTXH�QHHGV�RI�HDFK�IDPLO\�DQG�GLIIHUHQFHV�LQ�WKH�FRVW�RI�OLYLQJ�LQ�&DOLIRUQLD�FRXQWLHV��7KH\�ZRXOG�OLNH�WR�DOORZ�MXGLFLDO�RIILFHUV�JUHDWHU�GLVFUHWLRQ�LQ�PDNLQJ�DGMXVWPHQWV�WR�VXSSRUW�RUGHUV�FDOFXODWHG�XVLQJ�WKH�JXLGHOLQH��7KH�FRPPHQWV�EHORZ�DW�OHDVW�SDUWO\�UHIOHFW�WKH�RSLQLRQV�RI�VRPH�UHVSRQGHQWV�LQ�WKLV�JURXS�
)DPLO\�XQLWV�DUH�YHU\�FRPSOLFDWHG�LQ�QDWXUH��:KHQ�GLYRUFH�KDSSHQV�WR�D�IDPLO\��HDFK�FDVH�KDV�XQLTXH�FLUFXPVWDQFHV��,�KDYH�VHHQ�QRQFXVWRGLDO�SDUHQWV�WDNHQ�WR�WKH�FOHDQHUV��VR�WR�VSHDN��DQG�WKHQ�,�KDYH�VHHQ�FXVWRGLDO�SDUHQWV�JHW�YHU\�OLWWOH�VXSSRUW�EHFDXVH�WKH�RWKHU�SDUHQW�LV�XQHPSOR\HG�DQG�PDQLSXODWHV�WKH�V\VWHP��,�VXSSRVH�WKH�V\VWHP�ZLOO�QHYHU�EH�SHUIHFW��EXW�,�IHHO�WKDW�WKH�QHHGV�RI�WKH�FKLOGUHQ�DUHQ¶W�DOZD\V�EHLQJ�PHW�
&DOLIRUQLD�KDV�H[WUHPHV��WKH�EHVW�DQG�ZRUVW��WKH�ULFKHVW�DQG�SRRUHVW��&UHDWLQJ�RQH�JXLGHOLQH�WKDW�ZRUNV�IRU�KLJK�ZDJH�HDUQHUV�LQ�/$�DQG�DOVR�ZRUNV�IRU�SRRU�SHRSOH�LQ�6LVN\RX�&RXQW\�LV�QRW�DQ�HDV\²RU�VRPH�ZRXOG�VD\�SRVVLEOH²WDVN�

2WKHU�UHVSRQGHQWV�OLNH�WKH�SUHVXPSWLYH�QDWXUH�RI�WKH�JXLGHOLQH��IRU�H[DPSOH��JUHDWHU�REMHFWLYLW\��XQLIRUPLW\��FRQVLVWHQF\��SUHGLFWDELOLW\��DQG�VRPH�RI�WKHP�VHHP�WR�ZDQW�HYHQ�PRUH�VWUXFWXUH�DQG�OHVV�MXGLFLDO�GLVFUHWLRQ�LQ�HVWDEOLVKLQJ�VXSSRUW�RUGHU�OHYHOV��
'HVSLWH�WKHVH�FRQWUDVWLQJ�SRLQWV�RI�YLHZ��D�PDMRULW\�RI�UHVSRQGHQWV�GLG�QRW�KDYH�PDMRU�UHFRPPHQGDWLRQV�IRU�LPSURYLQJ�WKH�JXLGHOLQH��)RU�H[DPSOH��D�PDMRULW\�VWLOO�EHOLHYH�WKH�JXLGHOLQH�VKRXOG�XVH�SDUHQWV¶�QHW�LQFRPH�WR�FDOFXODWH�VXSSRUW��DQG�PDMRULWLHV�HLWKHU�KDG�QR�VXJJHVWLRQV�IRU�FKDQJH�RU�EHOLHYHG�WKDW�WKH�H[LVWLQJ�JXLGHOLQH�SURYLVLRQV�DUH�DFFHSWDEOH�IRU�GHDOLQJ�ZLWK�ORZ�LQFRPH�IDPLOLHV�DQG�VHFRQGIDPLO\�VLWXDWLRQV�
5HJDUGOHVV�RI�ZKDW�FKDQJHV�DUH�PDGH�WR�WKH�H[LVWLQJ�JXLGHOLQH��UHVSRQGHQWV�DOO�EHOLHYH�WKDW�SDUHQWV�KDYH�WKH�ULJKW�DQG�UHVSRQVLELOLW\�WR�VXSSRUW�WKHLU�FKLOGUHQ��7KH�FKDOOHQJH�DSSHDUV�WR�EH�GHYHORSLQJ�D�JXLGHOLQH�WKDW�GHDOV�HYHQKDQGHGO\�ZLWK�ERWK�SDUHQWV�DQG�WKHLU�FKLOGUHQ��0DQ\�UHVSRQGHQWV�GR�QRW�EHOLHYH�WKH�H[LVWLQJ�JXLGHOLQH�DFKLHYHV�WKDW�REMHFWLYH��DQG�WKLV�VXUYH\�KDV�SUHVHQWHG�PDQ\�LGHDV�IRU�LPSURYHPHQWV�WR�GHDO�ZLWK�VSHFLDO�FLUFXPVWDQFHV�
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&+$37(5��
3$5(176�23,1,216�$%287�7+(�*8,'(/,1(�
%$&.*5281'
3DUHQWV�SOD\�DQ�LPSRUWDQW�UROH�LQ�DQ\�UHYLHZ�RI�WKH�FKLOG�VXSSRUW�JXLGHOLQH�EHFDXVH�WKH\�DUH�GLUHFWO\�DIIHFWHG�E\�KRZ�WKH�JXLGHOLQH�LV�DSSOLHG�E\�WKH�FRXUW�WR�FDOFXODWH�D�FKLOG�VXSSRUW�RUGHU�LQ�WKHLU�FDVHV��$OWKRXJK�LW�ZDV�UHDOL]HG�WKDW�SDUHQWV�PD\�QRW�EH�FRQYHUVDQW�DERXW�DOO�WKH�JXLGHOLQH¶V�SURYLVLRQV��LW�ZDV�LPSRUWDQW�WR�OHDUQ�ZKDW�SUREOHPV�WKH\�KDG�XVLQJ�WKH�JXLGHOLQH�WR�HVWDEOLVK�D�VXSSRUW�RUGHU��ZKDW�LVVXHV�WKH\�IDFHG�SD\LQJ�RU�UHFHLYLQJ�VXSSRUW��DQG�ZKDW�UHFRPPHQGDWLRQV�WKH\�KDG�IRU�FKDQJLQJ�WKH�JXLGHOLQH�WKDW�ZRXOG�PDNH�LW�HDVLHU�WR�XVH��EH�PRUH�HTXLWDEOH�LQ�LWV�RXWFRPHV��DQG�\LHOG�VXSSRUW�RUGHUV�WKDW�DUH�LQ�WKH�EHVW�LQWHUHVW�RI�WKH�FKLOGUHQ�
,Q�RUGHU�WR�FDSWXUH�WKLV�LQIRUPDWLRQ��WKH�VWXG\�WHDP�FRQGXFWHG�VHYHUDO�IRFXV�JURXSV�DQG�SHUVRQDO�LQWHUYLHZV�ZLWK�SDUHQWV��HLWKHU�LQ�SHUVRQ�RU�E\�WHOHSKRQH��7KLV�FKDSWHU�SUHVHQWV�ILQGLQJV�IURP�WKHVH�GDWD�JDWKHULQJ�DFWLYLWLHV��7KH�TXDOLWDWLYH�LQIRUPDWLRQ�IURP�WKLV�HIIRUW�ZDV�PHDQW�WR�VXSSOHPHQW�WKH�PRUH�TXDQWLWDWLYH�LQIRUPDWLRQ�FDSWXUHG�IURP�WKH�VXUYH\�RI�JXLGHOLQH�XVHUV��)LQGLQJV�IURP�WKDW�VXUYH\�DUH�SUHVHQWHG�LQ�&KDSWHU�6L[�RI�WKLV�UHSRUW�
0HWKRGRORJ\
7KH�SXUSRVH�RI�WKH�GLVFXVVLRQV�ZLWK�SDUHQWV�ZDV�WR�JDWKHU�D�EURDG�UDQJH�RI�RSLQLRQV�DERXW�WKH�JXLGHOLQH�DQG�LGHDV�IRU�FKDQJH�DQG�WR�H[SORUH�WKRVH�RSLQLRQV�DQG�LGHDV�LQ�VXIILFLHQW�GHWDLO�WR�XQGHUVWDQG�WKHP��,Q�VKRUW��WKLV�ZDV�QRW�DQ�HIIRUW�WR�FROOHFW�LQIRUPDWLRQ�IURP�D�UHSUHVHQWDWLYH�VDPSOH�RI�SDUHQWV�ZLWK�VXSSRUW�RUGHUV��,W�ZDV�LQVWHDG�DQ�HIIRUW�WR�JDWKHU�GHWDLOHG�TXDOLWDWLYH�LQIRUPDWLRQ�DERXW�VHOHFWHG�JXLGHOLQH�LVVXHV�
)RFXV�JURXSV�DUH�LGHDO�IRU�FDSWXULQJ�WKLV�NLQG�RI�LQIRUPDWLRQ��7KHLU�SULPDU\�VWUHQJWK�LV�WKDW��PRUH�WKDQ�DQ\�RWKHU�PHWKRG��WKH\�FDQ�HOLFLW�XQDQWLFLSDWHG�UHVSRQVHV��DOORZ�WKH�LQYHVWLJDWRU�WR�SUREH�RU�IROORZ�XS�RQ�UHVSRQVHV�IRU�FODULILFDWLRQ�RU�GHSWK��DQG�KHOS�JURXS�PHPEHUV�VKDSH�DQG�UHILQH�WKHLU�WKLQNLQJ�DV�WKH\�WDON�ZLWK�RWKHUV�DERXW�D�VKDUHG�FRQFHUQ��)RU�SDUHQWV�ZKR�ZHUH�QRW�DEOH�WR�DWWHQG�WKH�IRFXV�JURXSV��SHUVRQDO�LQWHUYLHZV�ZHUH�FRQGXFWHG�ZLWK�WKRVH�ZKR�FRXOG�EH�UHDFKHG��/LNH�IRFXV�JURXSV��SHUVRQDO�LQWHUYLHZV�DOORZHG�IRU�WKH�H[SORUDWLRQ�RI�FRQFHUQV�DQG�LGHDV�LQ�JUHDWHU�GHSWK�WKDQ�WKURXJK�WKH�VXUYH\�WKDW�ZDV DGPLQLVWHUHG�WR�JXLGHOLQH�XVHUV��+RZHYHU�SHUVRQDO�LQWHUYLHZV�KDYH�D�GLVDGYDQWDJH�UHODWLYH�WR�IRFXV�JURXSV�LQ�WKDW�WKH\�GR�QRW�SURYLGH�DQ�RSSRUWXQLW\�WR�VKDUH�WKH�LQGLYLGXDO¶V�LGHDV�ZLWK�D�ODUJHU�JURXS�RU�WR�H[SORUH�VRPH�RI�WKH�XQGHUO\LQJ�LVVXHV�DQG�GHWDLO�WKDW�D�JURXS�VHWWLQJ�FDQ�SURYLGH�
7KUHH�IRFXV�JURXSV�RI�SDUHQWV�ZHUH�FRQGXFWHG��RQH�LQ�WKH�6DQ�)UDQFLVFR�%D\�$UHD�DQG�WZR�LQ�6DQ�'LHJR��7KH�JURXSV�ZHUH�VRPHZKDW�GLIIHUHQW�LQ�WKH�VWUDWHJLHV�XVHG�WR�UHFUXLW�SDUHQWV��WKH�VL]H�RI�WKH�JURXSV��DQG�WKH�EDFNJURXQGV�RI�WKH�SDUHQWV�ZKR�SDUWLFLSDWHG��7KH�DSSURDFK�WKDW�ZDV�XVHG�LQ�HDFK�VLWH�WR�UHFUXLW�SDUHQWV�IRU�WKH�JURXSV�DQG�WKH�FKDUDFWHULVWLFV�RI�WKH�SDUHQWV�ZKR�SDUWLFLSDWHG�DUH�GHVFULEHG�EHORZ�
6DQ�)UDQFLVFR�%D\�$UHD
7KH�RULJLQDO�SODQ�ZDV�WR�FRQGXFW�IRXU�WR�VL[�GLVFXVVLRQ�JURXSV�RI�DERXW�VL[�SHRSOH�HDFK��KDOI�ZRXOG�EH�FRPSRVHG�RI�REOLJRUV��DQG�WKH�RWKHU�JURXSV�ZRXOG�EH�FRPSRVHG�RI�REOLJHHV��,GHDOO\��WKH�GLVFXVVLRQV�ZRXOG�RFFXU�LQ�SODFHV�DOUHDG\�IDPLOLDU�WR�PDQ\�RI�WKH�SDUWLFLSDQWV��IDFLOLWLHV�KRXVLQJ�WKH�IDPLO\�VXSSRUW�GLYLVLRQV�RI�WKH�ORFDO�GLVWULFW�DWWRUQH\¶V�RIILFHV�RU�WKH�IDPLO\�ODZ�IDFLOLWDWRUV�
,Q�JHQHUDO��WKH�TXHVWLRQV�IRU�WKH�IRFXV�JURXSV�ZHUH�GHVLJQHG�WR�OHDUQ�� +RZ�ZHOO�LQIRUPHG�SDUHQWV�DUH�DERXW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�� +RZ�IDLU�WKH\�FRQVLGHU�WKH JXLGHOLQH�WR�EH�� +RZ�IDPLOLDU�WKH\�DUH�ZLWK�SRWHQWLDO�VRXUFHV�RI�KHOS�DURXQG�FKLOG�VXSSRUW�LVVXHV�� +RZ�LPSRUWDQW�WKH\�WKLQN�UHSUHVHQWDWLRQ�E\�SULYDWH�FRXQVHO�LV�LQ�VXSSRUW�PDWWHUV�� :KDW�H[SHULHQFHV�WKH\�KDYH�KDG�LQ�HVWDEOLVKLQJ�VXSSRUW�RUGHUV�ZLWKRXW�FRXUW�LQYROYHPHQW��DQG� 7KH�H[WHQW�WR�ZKLFK�WKH\�WKLQN�VXSSRUW�RUGHUV�FRQIRUP�WR�WKH�JXLGHOLQH�
7KH�ILUVW�VWHS�LQ�UHFUXLWLQJ�SHRSOH�IRU�WKH�IRFXV�JURXSV�ZDV�WR�LQWURGXFH�WKH�SURMHFW�DQG�LQYHVWLJDWRU�WR�WKH�GLVWULFW�DWWRUQH\V�DQG�IDPLO\�ODZ�IDFLOLWDWRUV�LQ�VL[�6DQ�)UDQFLVFR�%D\�$UHD�FRXQWLHV��$ODPHGD��&RQWUD�&RVWD��0DULQ��6DQ�)UDQFLVFR��6DQ�0DWHR��DQG�6DQWD�&ODUD��DQG�UHTXHVW�WKHLU�DVVLVWDQFH��6SHFLILFDOO\��WKH\�ZHUH�DVNHG�WR�GLVWULEXWH�VRPH�PDWHULDO�WKH�SURMHFW�SUHSDUHG�WR�(QJOLVK�VSHDNLQJ�SDUHQWV�ZKR��ZLWKLQ�WKH�SUHFHGLQJ�\HDU�RU�WZR��KDG�EHHQ�LQYROYHG�LQ�HVWDEOLVKLQJ�D�FKLOG�VXSSRUW�RUGHU�
$ERXW����UHFUXLWPHQW�HQYHORSHV�ZHUH�VHQW�WR�WKH�RIILFHV�RI�WKH�IRXU�IDFLOLWDWRUV�DQG�WZR�GLVWULFW�DWWRUQH\V�ZKR�DJUHHG�WR�KHOS�LQ�WKH�UHFUXLWPHQW�SURFHVV��$QRWKHU���WR����UHFUXLWPHQW�SDFNHWV�ZHUH�VHQW�WR�D�UHWLUHG�IDPLO\�ODZ�DWWRUQH\�UHFRPPHQGHG�WR�WKH�HYDOXDWRU�E\�WKH�FKDLUSHUVRQ�RI�WKH�)DPLO\�/DZ�6HFWLRQ�RI�WKH�$ODPHGD�&RXQW\�%DU�$VVRFLDWLRQ��(IIRUWV�WR�ORFDWH�DQG�FRQWDFW�DGYRFDF\�JURXSV�RU�LQGLYLGXDO�DGYRFDWHV�ZHUH�QRW�SURGXFWLYH�
(DFK�UHFUXLWPHQW�HQYHORSH�FRQWDLQHG�����D�OHWWHU�IURP�WKH�HYDOXDWRU�GHVFULELQJ�WKH�SURMHFW�DQG�ZKDW�SDUWLFLSDWLRQ�ZRXOG�HQWDLO��DV�ZHOO�DV�DVVXUDQFHV�RI�FRQILGHQWLDOLW\������D�UHVSRQVH�IRUP��DQG�����D�VHOI�DGGUHVVHG��VWDPSHG�HQYHORSH�IRU�UHWXUQ�RI�WKH�UHVSRQVH�IRUP�LI�WKH�UHFLSLHQW�ZDQWHG�WR�SDUWLFLSDWH�RU�ZDQWHG�PRUH�LQIRUPDWLRQ��7KH������UHFUXLWPHQW�SDFNHWV�\LHOGHG�UHVSRQVHV�IURP����SHRSOH����ZRPHQ�����PHQ��DQG���SHUVRQ�ZKRVH�QDPH�GLG�QRW�LQGLFDWH�JHQGHU��(LJKW�RI�WKH����DQG�DQRWKHU�SHUVRQ�UHIHUUHG�WR�WKH�HYDOXDWRU�WKURXJK�WKH�-XGLFLDO�&RXQFLO�SDUWLFLSDWHG�LQ�WKH�HYDOXDWLRQ��%HFDXVH�WKHVH�IHZ�SHRSOH�LQFOXGHG�ERWK�REOLJRUV�DQG�REOLJHHV�DQG�WKH\�ZHUH�UHVLGHQWV�RI�IRXU�GLIIHUHQW�FRXQWLHV��LW�ZDV�QRW�IHDVLEOH�WR�OLPLW�WKH�GDWD�FROOHFWLRQ�WR�IRFXV�JURXSV��7KXV��VRPH�SHRSOH�ZHUH�LQWHUYLHZHG��LQGLYLGXDOO\��HLWKHU�E\�WHOHSKRQH�RU�LQ�SHUVRQ�
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3URFHVV�,VVXHV�5DLVHG�E\�)RFXV�*URXS�3DUWLFLSDQWV
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� 6KDUHG�SDUHQWLQJ�WLPH�FRQVLGHUDWLRQ��7KLV�ZDV�YLHZHG�ERWK�SRVLWLYHO\�DQG�QHJDWLYHO\�E\�SDUWLFLSDQWV��2Q�WKH�RQH�KDQG��VRPH�SDUWLFLSDQWV�OLNHG�WKH�WLPH�VKDULQJ�IDFWRU�EHFDXVH�LW�UHFRJQL]HG�WKH�LPSRUWDQFH�RI�KDYLQJ�ERWK�SDUHQWV�LQYROYHG�LQ�WKH�OLYHV�RI�WKHLU�FKLOGUHQ�DQG�JDYH�FUHGLW�IRU�ZKDWHYHU�WLPH�VKDUH�HDFK�SDUHQW�KDG��2Q�WKH�RWKHU�KDQG��VRPH�SDUWLFLSDQWV�EHOLHYHG�WKDW�WKH�WLPH�VKDULQJ�FUHGLW�OHG�WR�DUJXPHQWV�EHWZHHQ�WKH�SDUHQWV��ZKR�ZRXOG�HDFK�WU\�WR�PD[LPL]H�KLV�RU�KHU�WLPH�ZLWK�WKH�FKLOG�WR�JHW�WKH�PRVW�DGYDQWDJHRXV�VXSSRUW�RUGHU�� 1HW�YHUVXV�JURVV�LQFRPH��3DUWLFLSDQWV�SUHIHUUHG�WKDW�WKH�JXLGHOLQH�XVH�QHW�LQFRPH�UDWKHU�WKDQ�JURVV�LQFRPH�WR�HVWDEOLVK�VXSSRUW�DZDUGV�EHFDXVH�WKH�SDUHQWV¶�DFWXDO�WD[�VLWXDWLRQV�DUH�FRQVLGHUHG�� 6HFRQG�IDPLOLHV²KDUGVKLS�DGMXVWPHQW��6RPH�SDUWLFLSDQWV�IRXQG�LW�XQIDLU�WKDW�VXSSRUW�RUGHUV�FRXOG�LQFUHDVH�EHFDXVH�RI�WKH�RWKHU�SDUHQW¶V�GHFLVLRQ�WR�KDYH�DGGLWLRQDO�FKLOGUHQ�� $GG�RQV�IRU�FKLOG�FDUH�DQG�PHGLFDO�QHHGV��3DUWLFLSDQWV�EHOLHYHG�WKHVH�VKRXOG�EH�KDQGOHG�RQ�DQ�DV�QHHGHG�EDVLV�DQG�WKDW�WKHLU�LQFOXVLRQ�LQ�WKH�VXSSRUW�RUGHU�ZDV�XQIDLU�EHFDXVH�WKH\�PD\�RQO\�EH�QHHGHG�IRU�D�VKRUW�WLPH�DQG�RQFH�WKH\�ZHUH�LQ�WKH�VXSSRUW�RUGHU�LW�ZDV�GLIILFXOW�WR�JHW�WKHP�HOLPLQDWHG��)RU�H[DPSOH��ZKHQ�FKLOG�FDUH�LV�QR�ORQJHU�QHHGHG��ZK\�VKRXOG�WKH�VXSSRUW�RUGHU�LQFOXGH�DQ�DGG�RQ�IRU�WKDW�H[SHQVH"� $GMXVWPHQW�IRU�YLVLWDWLRQ�H[SHQVHV��3DUWLFLSDQWV�EHOLHYHG�WKHUH�ZDV�QRW�HQRXJK�FUHGLW�JLYHQ IRU�YLVLWDWLRQ�H[SHQVHV�DQG�WKDW�WKH�FUHGLW�VKRXOG�EH�PDGH�PDQGDWRU\��HVSHFLDOO\�LI�WKH�MXGJH�RUGHUV�FHUWDLQ�OHYHOV�DQG�W\SHV�RI�YLVLWDWLRQ��IRU�H[DPSOH��ORQJ�GLVWDQFH�WHOHSKRQH�FRQWDFW�RU�RQH�SDUHQW�UHTXLUHG�WR�GR�DOO�WKH�GULYLQJ�IRU�YLVLWDWLRQ��
),1',1*6�)520�7+(�6$1�)5$1&,6&2�%$<�$5($
7KH�GLVFXVVLRQV�DQG�LQWHUYLHZV�ZLWK�SDUHQWV�LQ�WKH�6DQ�)UDQFLVFR�%D\�$UHD�ZHUH�GHVLJQHG�WR�FRYHU�WKH�IROORZLQJ�JHQHUDO�LVVXHV�� +RZ�ZHOO�LQIRUPHG�SDUHQWV�DUH�DERXW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�� +RZ�IDLU�SDUHQWV�FRQVLGHU�WKH�JXLGHOLQH�WR�EH�� +RZ�IDPLOLDU�SDUHQWV�DUH�ZLWK�SRWHQWLDO�VRXUFHV�RI�KHOS�WR�GHDO�ZLWK�FKLOG�VXSSRUW�LVVXHV�� +RZ�LPSRUWDQW�SDUHQWV�WKLQN�UHSUHVHQWDWLRQ�E\�SULYDWH�FRXQVHO�LV�LQ�VXSSRUW�PDWWHUV�� :KDW�H[SHULHQFHV�SDUHQWV�KDYH�KDG�LQ�HVWDEOLVKLQJ�VXSSRUW�RUGHUV�ZLWKRXW�FRXUW�LQYROYHPHQW��DQG� 7KH�H[WHQW�WR�ZKLFK�SDUHQWV�WKLQN�FKLOG�VXSSRUW�RUGHUV�FRQIRUP�WR�WKH�JXLGHOLQH�
3DUHQWV¶�.QRZOHGJH�$ERXW�WKH�&KLOG�6XSSRUW�*XLGHOLQH
3DUWLFLSDQWV¶�NQRZOHGJH�OHYHO�DERXW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�UDQJHG�IURP�EHLQJ�WRWDOO\�XQLQIRUPHG�WR�NQRZLQJ�QRW�RQO\�ZKDW�IDFWRUV�DUH�XVHG�LQ�GHWHUPLQLQJ�D�VXSSRUW�RUGHU�EXW�DOVR�NQRZLQJ�DERXW�WKH�OHJLVODWLRQ�WKDW�FUHDWHG�WKH�FKLOG�VXSSRUW�V\VWHP��6RPH�RI�WKH�SDUWLFLSDQWV�H[SUHVVHG�XQFHUWDLQW\�DERXW�WKHLU�NQRZOHGJH�OHYHO��WKH\�FRXOG�GHVFULEH�LQIRUPDWLRQ�HOLFLWHG�IURP�WKHP�E\�DWWRUQH\V�RU�WKH�VRIWZDUH�XVHG�WR�JHQHUDWH�D�VXSSRUW�ILJXUH��EXW�WKH\�WKRXJKW�WKHUH�PLJKW�EH�SURYLVLRQV�LQ�WKH�JXLGHOLQH�QRW�UHYHDOHG�WR�WKHP��$V�RQH�SDUWLFLSDQW�SXW�LW��³,�QHYHU�JRW�EH\RQG�WKDW�VXSHUILFLDO�XQGHUVWDQGLQJ�RI�ZKDW�,�ZDV�GHDOLQJ�ZLWK�´
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$OWKRXJK�RQH�RI�WKH�FXVWRGLDO�SDUHQWV�ZDV�DEOH�WR�FRPSOHWH�DQG�ILOH�WKH�SDSHUV�IRU�D�VXSSRUW�RUGHU�RQ�KHU�RZQ��LW�ZDV�D�ORW�RI�ZRUN�DQG�VKH�IRXQG�WKH�WDVN�GDXQWLQJ��0RUH�LPSRUWDQWO\��VKH�GLG�QRW�NQRZ�ZKDW�WR�H[SHFW�DV�VKH�EHJDQ�WKLV�SURFHVV�DQG�ZRXOG�OLNH�WR�KDYH�EHHQ�EHWWHU�LQIRUPHG��+HU�VHQWLPHQWV�ZHUH�HFKRHG�E\�RWKHU�SDUWLFLSDQWV��$�QRQFXVWRGLDO�SDUHQW�LQ�WKH�IRFXV�JURXS�SURYLGHG�DQ�H[DPSOH�RI�WKH�GLOHPPD�WKH�SDUHQWV�VRPHWLPHV�DUH�LQ�EHFDXVH�RI�WKHLU�LJQRUDQFH��LQFRPH�ZDV�LPSXWHG�WR�KLP�IURP�KLV�UHWLUHPHQW�DFFRXQW�ZKHQ�KH�ZDV�IRUFHG�WR�FXW�EDFN�WR�SDUWWLPH�ZRUN��+H�ZDV�FRQFHUQHG�WKDW�LI�KH�UHVXPHV�IXOO�WLPH�ZRUN�DV�KH�ZRXOG�OLNH��WKH�QHZ�LQFRPH�ZLOO�EH�DGGHG�RQ�WRS�RI�WKH�LPSXWDWLRQ�UDWKHU�WKDQ�UHSODFLQJ�LW��7KLQNLQJ�EDFN�WR�WKH�WLPH�RI�KLV�PDULWDO�GLVVROXWLRQ��KH�VDLG��³,�UHDOO\�ZRXOG�OLNH�WR�KDYH�KDG�D�KDQGERRN�WR�WHOO�PH�ZKDW�WKH�WZR� DQG�WKUHH�OHWWHU�SKUDVHV�PHDQ�EH\RQG�ZKLFK�VSDFH�LV�IRU�D�QXPEHU��DQG�WR�XQGHUVWDQG�KRZ�WKDW�HTXDWLRQ�ZRUNV�EH\RQG�WKDW�RQHSDJH�ERPEVKHOO�>WKH�IRUP�WKDW�HOLFLWV�LQIRUPDWLRQ�IRU�WKH�VXSSRUW�RUGHU@�´�+H�UHIHUUHG�WR�WKH�SURFHVV�DV�³5XVVLDQ�URXOHWWH�´
$VVHUWLQJ�WKDW�PRVW�SHRSOH�GR�QRW�XQGHUVWDQG�WKH�JXLGHOLQH��DQRWKHU�QRQFXVWRGLDO�SDUHQW�VXJJHVWHG�
,I�ZH�DOO�KDG�EHWWHU�NQRZOHGJH��ZH�FRXOG�SODQ�DFFRUGLQJO\�DQG�DFFRPPRGDWH�RXU�UHVSRQVLELOLWLHV�IRU�FKLOG�VXSSRUW��,W�ZRXOG�VHUYH�DOOFRQFHUQHG�WR�EH�EHWWHU�SUHSDUHG��WR�SODQ�IRU�LW�DV�ZH�GR�IRU�WD[HV�DQG�HYHU\WKLQJ�HOVH�ZH�GR�

)DLUQHVV�RI�WKH�*XLGHOLQH
,Q�JHQHUDO��REOLJHHV�YLHZHG�WKH�JXLGHOLQH�DV�IDLUHU�WKDQ�GLG�WKH�REOLJRUV��D�FRXSOH�RI�ZKRP�KDG�GRQH�FRQVLGHUDEOH�DQDO\VLV�RI�LW��7KXV��WKHLU�UHVSRQVHV�WR�WKH�TXHVWLRQ�DERXW�IDLUQHVV�UDQJHG�IURP�VRPHZKDW�FRPSOLFDWHG�FULWLTXHV�WR�PRUH�VSRQWDQHRXV�DQG�SRLQWHG�UHVSRQVHV�
&XVWRG\�9HUVXV�6XSSRUW
2QH�RI�WKH�SDUWLFLSDWLQJ�REOLJRUV�DUJXHG²DQG�SURGXFHG�VXSSRUWLQJ�HYLGHQFH²WKDW�WKH�JXLGHOLQH�QHHGV�WR�EH�UHWKRXJKW�LQ�D�YHU\�IXQGDPHQWDO�ZD\�EHFDXVH�LW�LQFUHDVHV�WKH�OLNHOLKRRG�WKDW�FKLOGUHQ�ZLOO�VXIIHU�WKH�ORVV�RI�D�SDUHQW�LQ�WKH�GLVVROXWLRQ�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SDUHQWV��7KLV�LV�EHFDXVH��³7KH�ILQDQFLDO�LQFHQWLYHV�IRU�FXVWRGLDO�DQG�QRQFXVWRGLDO�SDUHQWV�DUH�FRPSOHWHO\�GLIIHUHQW�DQG�FRPSOHWHO\�FRQWUDGLFWRU\�´�+H�SRLQWHG�RXW�WKDW�WKH�PDMRU�FRVW�RI�FDULQJ�IRU�D�FKLOG�LV�KRXVLQJ��DQG�WKDW�D�QRQFXVWRGLDO�SDUHQW�KDV�WR�EH�DEOH�WR�SURYLGH�D�URRP�IRU�D�FKLOG�LQ�RUGHU�WR�JHW�D�FRXUW�WR�RUGHU�FXVWRG\��HYHQ�IRU�WKH�WUDGLWLRQDO�HYHU\�RWKHU±ZHHNHQG�FXVWRG\�+H�HVWLPDWHG�WKH�GLIIHUHQFH�LQ�UHQW�EHWZHHQ�D�RQH�EHGURRP�DQG�D WZR�EHGURRP�DSDUWPHQW�DV�����±�������7KXV��³$�JX\�ZKR�ZDQWV�WR�EH�LQ�KLV�NLG¶V�OLIH�DW�DOO�KDV�WR�PDNH�DQ�LQFUHGLEOH�ILQDQFLDO�RXWOD\�WR�KDYH�KLP�EH�WKHUH�D�GD\�D�ZHHN�´�+RZHYHU��³7KHUH¶V�QR�LQFHQWLYH�WR�GR�WKDW�LQ�WKH�VXSSRUW�JXLGHOLQH�´�7KH�UHGXFWLRQ�LQ�VXSSRUW�DQ�REOLJRU�SD\V�LV�PLQLPDO�LI�WKH�FKLOG�LV�LQ�KLV�RU�KHU�FXVWRG\�RQO\�RQH�GD\�D�ZHHN�
)RU�WKH�FXVWRGLDO�SDUHQW��KRZHYHU��WKH�JXLGHOLQH�SURYLGHV�DQ�LQFHQWLYH�WR�OLPLW�WKH�QRQFXVWRGLDO�SDUHQW¶V�WLPH�ZLWK�WKH�RIIVSULQJ�WR�RQH�RU�WZR�GD\V�D�ZHHN��5HIHUULQJ�WR�DQDO\VHV�KH�KDG�UXQ�RQ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�QRQFXVWRGLDO�SDUHQW¶V�WLPH�VKDUH�DQG�WKH�DPRXQW�RI�VXSSRUW�SDLG�WR�WKH�REOLJHH��WKH�SDUWLFLSDQW�SRLQWHG�RXW�WKDW�LW�JHQHUDOO\�LV�ZKHQ�WKH�FKLOG�LV�VSHQGLQJ�WKUHH�RU�IRXU�GD\V�D�ZHHN�ZLWK�WKHQRQFXVWRGLDO�SDUHQW�WKDW�D�PDMRU�UHGXFWLRQ�RFFXUV�LQ�WKH�VXSSRUW�DPRXQW��HYHQ�WKRXJK�WKH�H[SHQVHV�LQYROYHG�LQ�FDULQJ�IRU�WKH�FKLOG�FKDQJH�PLQLPDOO\�DIWHU�RQH�RU�WZR�GD\V�D�ZHHN��7KXV��WKHUH�LV�D�GLVLQFHQWLYH�IRU�QRQFXVWRGLDO�SDUHQWV�WR�KDYH�DQ\�UROH�LQ�WKH�OLYHV�RI�WKHLU�FKLOGUHQ��ZKLFK�LV�PDWFKHG�E\�D�GLVLQFHQWLYH�IRU�FXVWRGLDO�SDUHQWV�WR�DJUHH�WR�DQ\WKLQJ�DSSURDFKLQJ�HTXDOO\�VKDUHG�UHVSRQVLELOLW\�IRU�FKLOGUHQ��$FNQRZOHGJLQJ�WKDW�PDQ\�SHRSOH�DUH�DEOH�WR�VKDUH�FXVWRG\�LQ�VSLWH�RI�WKH�GLVLQFHQWLYHV��WKH�SDUWLFLSDQW�DVVHUWHG�WKDW��´$Q�HFRQRPLVW�ZRXOG�WDNH�D�ORRN�DW�WKLV�DQG�VD\��µ<RX¶YH�VHW�XS�D�JXLGHOLQH�WKDW¶V�GHVLJQHG�WR�HQFRXUDJH�ILJKWLQJ��WKDW�HQFRXUDJHV�ZDUIDUH�RYHU�FXVWRG\�¶�<RX¶YH�SXW�WKH�NLG��ZLWK�WKHVH�JXLGHOLQHV��ULJKW�LQ�WKH�PLGGOH�RI�D�EDWWOHILHOG�´
$Q�REOLJHH�ZKR�VWURQJO\�ZLVKHG�WKDW�KHU�GDXJKWHU�KDG�D UHODWLRQVKLS�ZLWK�KHU�IDWKHU�DOVR�SURSRVHG�D�ILQDQFLDO�LQFHQWLYH�IRU�SHRSOH�WR�SDUWLFLSDWH�LQ�WKHLU�FKLOGUHQ¶V�OLYHV��6KH��KRZHYHU��WRRN�D�GLIIHUHQW�DSSURDFK��VXJJHVWLQJ�WKDW�REOLJRUV�ZKR�DUH�QRW�LQYROYHG�ZLWK�WKHLU�FKLOGUHQ�VKRXOG�SD\�DQ�DGGLWLRQDO�IHH�WKDW�ZRXOG�HQDEOH�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�WR�IXQG�SURJUDPV�GHVLJQHG�WR�HGXFDWH�SDUHQWV�DERXW�KRZ�LPSRUWDQW�WKH\�DUH�WR�WKHLU�FKLOG¶V�GHYHORSPHQW�
,QFRPH�RI�WKH�7ZR�3DUWLHV
$QRWKHU�REOLJRU�GHVFULEHG�ZD\V�LQ�ZKLFK�KH�VHHV�WKH�FDOFXODWLRQ�RI�VXSSRUW�DV�XQIDLU��$IWHU�H[SODLQLQJ�WKDW�WKH�LQFRPHV�RI�WKH�WZR�SDUHQWV�DUH�DJJUHJDWHG�DQG�³VSOLW�E\�WKH�DPRXQW�RI�WLPH�WKH�FKLOG�VSHQGV�ZLWK�HDFK�SDUHQW�´�KH�FKDOOHQJHG�WKH�UHDVRQDEOHQHVVRI�WKH�IDFW�WKDW�LI�KH�DQG�KLV�IRUPHU�ZLIH�VKDUHG�FXVWRG\�RI�WKH�FKLOGUHQ���±����³,�VWLOO��SD\�KHU��JR�ILJXUH�´�$OVR��LI�VKH�JHWV�D�VDODU\�LQFUHDVH�DQG�WKHUHIRUH�QHHGV�OHVV�VXSSRUW��³P\�FKLOG�VXSSRUW�JRHV�XS��JR�ILJXUH�´
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2WKHU�5HFRPPHQGDWLRQV
2WKHU�WKRXJKWV�DERXW�KRZ�WKH�JXLGHOLQH�VKRXOG�EH�FKDQJHG�IRFXVHG�RQ�VSHFLILF�IDFWRUV�� &RVW�RI�OLYLQJ�LQ�WKH�%D\�$UHD��7KH�FRVW�RI�OLYLQJ�LQ�WKH�%D\�$UHD�ZDV�PHQWLRQHG�E\�YLUWXDOO\�DOO�WKH�SDUWLFLSDQWV��2QH�FXVWRGLDO�DQG�RQH�QRQFXVWRGLDO�SDUHQW�IHOW�VSHFLILFDOO\�WKDW�WKH�FRVW�RI�ORFDO�KRXVLQJ�VKRXOG�EH�UHIOHFWHG�LQ�VXSSRUW�OHYHOV��7KH�QRQFXVWRGLDO�SDUHQW�DVVHUWHG�WKDW�DIWHU�SD\LQJ�KLV�VXSSRUW�KH�ZDV�QRW�OHIW�ZLWK�HQRXJK�PRQH\�WR�SD\�KLV�EDVLF�OLYLQJ�H[SHQVHV�DQG�ZDV�XQDEOH�WR�YLVLW�KLV�FKLOGUHQ��ZKR�OLYH�RXW�RI�VWDWH�� &KLOG�FDUH�FRVWV��2QH�RI�WKH�QRQFXVWRGLDO�SDUHQWV�ZKR�UDLVHG�WKLV�LVVXH�DVVHUWHG�WKDW�KH�ZDV�SD\LQJ�WZLFH�IRU�FKLOG�FDUH��LW�ZDV�RQH�RI�WKH�IDFWRUV�XVHG�LQ�VHWWLQJ�WKH�VXSSRUW�RUGHU�LQLWLDOO\�DQG�LQ�D�VXEVHTXHQW�UHYLVLRQ�KH�ZDV�RUGHUHG�WR�SD\�VHSDUDWHO\�IRU�FKLOG�FDUH��$QRWKHU�QRQFXVWRGLDO�SDUHQW�UHIHUUHG�WR�DFFRPPRGDWLRQV�SDUHQWV�PD\�KDYH�WR�PDNH�WR�FDUH�IRU�FKLOGUHQ�WKDW�UHVXOW�LQ�UHGXFWLRQV�LQ�LQFRPH��+LV�K\SRWKHWLFDO�FDVH�ZDV�D�VDOHVPDQ�ZKR��EHFDXVH�RI�FKLOG�FDUH�UHVSRQVLELOLWLHV��KDV�OHVV�WLPH�WR�GHYRWH�WR�PDNLQJ�FRQWDFWV�DQG�PHHWLQJ�ZLWK�SRWHQWLDO�EX\HUV�� 2WKHU�VSRXVH¶V�LQFRPH��1RQFXVWRGLDO�SDUHQWV�LQ�WKH�IRFXV�JURXS�VSOLW�RQ�ZKHWKHU�D�QHZ�VSRXVH¶V�LQFRPH�VKRXOG�EH�FRQVLGHUHG�LQ�HVWDEOLVKLQJ�D�VXSSRUW�REOLJDWLRQ��2QH�SDUHQW�VDLG�WKDW�LW�KDV�WKH�XQGHVLUDEOH�HIIHFW�RI�GLVFRXUDJLQJ�WKH�HVWDEOLVKPHQW�RI�QHZ�IDPLOLHV��DQG�DQRWKHU�DUJXHG�WKDW�WKH�LPSURYHG�HFRQRPLF�VWDWXV�RI�SDUHQWV�VKRXOG�EH�UHIOHFWHG�LQ�VXSSRUW�IRU�WKHLU�FKLOGUHQ��+H�DOVR�SRLQWHG�RXW�WKDW�VXSSRUW�RUGHUV�DUH�UHYLVHG�RQO\�ZKHQ�WKHUH�LV�D�VLJQLILFDQW�FKDQJH�LQ�FLUFXPVWDQFHV��$�FXVWRGLDO�SDUHQW�ZKR�GLG�QRW�NQRZ LI�WKLV�ZDV�D�IDFWRU�VDLG�WKDW�LI�LW�LV�QRW��LW�VKRXOG�EH�� 6XSSRUW�OLPLWV��2QH�SDUWLFLSDQW�DVVHUWHG�WKDW�WKHUH�VKRXOG�EH�D�FHLOLQJ�DV�ZHOO�DV�D�IORRU�IRU�VXSSRUW�DPRXQWV��+H�IHOW�KH�VKRXOG�QRW�EH�SD\LQJ�PRUH�WKDQ�ZDV�UHTXLUHG�WR�IHHG��FORWKH��DQG�KRXVH�KLV�FKLOGUHQ�� 'LVWULEXWLRQ�RI�VXSSRUW��$Q�LQWHUYLHZHH�VDLG�WKDW�ZKHQ�WKH�ROGHU�RI�KLV�WZR�FKLOGUHQ�UHDFKHV�WKH�DJH�WR�EH�H[FOXGHG�IURP�WKH�VXSSRUW�RUGHU��KLV�VXSSRUW�REOLJDWLRQ�ZLOO�RQO\�EH�UHGXFHG�E\�RQH�WKLUG�UDWKHU�WKDQ�WKH�KDOI�WKDW�KH�FRQVLGHUV�PRUH�DSSURSULDWH�DQG�IDLU�
5HVRXUFHV�WR�$VVLVW�3DUHQWV
'LVWULFW�$WWRUQH\¶V�2IILFH
7ZR�FXVWRGLDO�SDUHQWV�KDG�EHHQ�DVVLVWHG�E\�VWDII�LQ�GLVWULFW�DWWRUQH\¶V�RIILFHV��2QH�IRXQG�WKH�VWDII�KHOSIXO²WKH\�VHQW�D�SDFNHW�RI�PDWHULDOV�WR�KHU�WKDW�VKH�ZDV�DEOH�WR�FRPSOHWH�E\�KHUVHOI��DQG�WKH\�KHOSHG�KHU�ILOH�WKH�SDSHUV�IRU�D�VXSSRUW�RUGHU²DQG�VKH�IHOW�OXFN\�WR�KDYH�WKH�RIILFH�DYDLODEOH�WR�KHU��7KH�VWDII�WKHUH�ZHUH�DOZD\V�ZLOOLQJ�WR�WDON�RQ�WKH�SKRQH�ZLWKRXW�MXGJLQJ�KHU��³HYHQ�ZKHQ�,�H[SUHVVHG�DQJHU��RU�FRQFHUQ��RU�ZKDWHYHU�´ 7KH�RWKHU�FXVWRGLDO�SDUHQW�HQOLVWHG�WKH�DLG�RI�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�ZKHQ�WKH�IDWKHU�RI�KHU�FKLOG�GHIDXOWHG�RQ�WKH�VXSSRUW�RUGHU�DQG�WKH�UHVXOW�ZDV�JDUQLVKPHQW�RI�WKH�REOLJRU¶V�ZDJHV��6KH�VDLG�VKH�GLG�QRW�UHFHLYH�DGYLFH�RU�RWKHUDVVLVWDQFH�IURP�WKH�RIILFH��ZKLFK�VKH�GHVFULEHG�DV�QRW�DGYLVLQJ�RU�UHSUHVHQWLQJ�HLWKHU�SDUW\��6KH�GHVFULEHG�LW�DV�³EDVLFDOO\�D�ZD\�IRU�XV�>WKH�IDWKHU�DQG�KHU@�WR�FRPPXQLFDWH�ZLWKRXW�WDONLQJ�WR�HDFK�RWKHU�´
0RVW�RI�WKH�QRQFXVWRGLDO�SDUHQWV�KDG�KDG�GLUHFW�H[SHULHQFHV�ZLWK�GLVWULFW�DWWRUQH\¶V�RIILFHV��EXW�IHZ�PHQWLRQHG�WKHP�DV�VRXUFHV�RI�KHOS��7KH�RQH�H[FHSWLRQ�ZDV�D�IRFXV�JURXS�SDUWLFLSDQW�ZKR�UHIHUUHG�WR�D�VSHFLILF�LQGLYLGXDO�ZKR�UHWXUQV�FDOOV�IURP�REOLJRUV�DQG�DWWHPSWV�WR�DQVZHU�WKHLU�TXHVWLRQV�
2QO\�RQH�QRQFXVWRGLDO�SDUHQW�GHVFULEHG�ZD\V�LQ�ZKLFK�KH�IHHOV�KH�ZDV�WUHDWHG�ZLWK�GLVUHVSHFW�E\�WKH�GLVWULFW�DWWRUQH\¶V�VWDII��³7KH\�VPLUN�DW�\RX�´���7KH�RWKHUV�WHQGHG�WR�VSHDN�RI�ZD\V�LQ�ZKLFK��DV�SDUW�RI�D�V\VWHP��WKHVH�RIILFHV�DUH�SUREOHPV��7KH\�XQGHUVWDQG�WKDW�PDQ\�RI�WKH�SUREOHPV�DUH�UHODWHG�WR�HQRUPRXV�ZRUNORDGV�EXW�SRLQWHG�RXW�WKDW�WKH�FRQVHTXHQFHV�IRU�REOLJRUV�FDQ�EH�VHULRXV�
1HLWKHU�RI�WKH�WZR�PDOH�FXVWRGLDO�SDUHQWV�KDG�\HW�UHFHLYHG�VXSSRUW�IURP�WKH�PRWKHUV�RI�WKHLU�FKLOGUHQ��2QH�RI�WKHP�VDLG�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH KDG�QRW�EHHQ�DEOH�WR�ILQG�WKH�PRWKHU��DOWKRXJK�WKH\�KDYH�KHU�VRFLDO�VHFXULW\�QXPEHU�DQG�KH�IHOW�FHUWDLQ�VKH�ZDV�ZRUNLQJ�
7ZR�RI�WKH�IRFXV�JURXS�SDUWLFLSDQWV�GHVFULEHG�SUREOHPV�FRPPXQLFDWLQJ�ZLWK�VWDII�LQ�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH��5HIHUULQJ�WR�³RQH�RI�WKH�SURFHGXUHV�XQGHU�UXOH��´�WKDW�UHTXLUHV�³WKH�SDUWLHV�WR�H[FKDQJH�ILQDQFLDO�LQIRUPDWLRQ�EDFN�DQG�IRUWK�VR�LW�FDQ�EH�UHYLHZHG�SULRU�WR�WKH�FRXUW�DSSHDUDQFH�´�RQH�SDUWLFLSDQW�WROG�RI�UHFHLYLQJ�WKH�RWKHU�SDUW\¶V�ILQDQFLDO�LQIRUPDWLRQ�RQO\�RQH�DQG�RQH�KDOI�KRXUV�EHIRUH�KH�ZDV�GXH�LQ�FRXUW��+H�SRLQWHG�RXW�KRZ�OLWWOH�WLPH�ZDV�DOORZHG�IRU�VXSSRUW�KHDULQJV��ZKLFK�PDNHV�LW�HVSHFLDOO\�LPSRUWDQW�IRU�WKH�SDUWLHV�WR�EH�SUHSDUHG��7KXV��LQ�KLV�RSLQLRQ��WKH�H[FKDQJH�RI�LQIRUPDWLRQ�VKRXOG�RFFXU�ZHOO�LQ�DGYDQFH�RI�WKH�KHDULQJ�
$QRWKHU�SDUWLFLSDQW�GHVFULEHG�KRZ�D�PHPEHU�RI�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�VWDII�GLG�QRW�HOLFLW�UHOHYDQW�LQFRPH�LQIRUPDWLRQ�IURP�KLP�LQ�PDNLQJ�GHFLVLRQV�EXW��LQVWHDG��LPSXWHG�LQFRPH�WR�KLP��+H�GHVFULEHG�WKH�RIILFH�DV�KDYLQJ�³D�GRQ¶W�DVN��GRQ¶W�WHOO�SROLF\´�WKDW��LQ�WKLV�LQVWDQFH��UHVXOWHG�LQ�D�VXSSRUW�RUGHU�IRU�DERXW������PRUH�WKDQ�LW�VKRXOG�KDYH�EHHQ��³7R�FRUUHFW�LW�FRVW�PH��������LQ�DWWRUQH\¶V�IHHV�´%RWK�RI�WKHVH�SDUWLFLSDQWV�DJUHHG�WKDW�EHFDXVH�³WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�FDUULHV�WKH�SRZHU�RI�WKH�QXPEHUV�´�PHDQLQJ�WKDW�WKH�FRXUW�XVXDOO\�ZLOO�UHO\�RQ�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�QXPEHUV�LQ�HVWDEOLVKLQJ�DQ�RUGHU��WKH�GLIILFXOW\�REOLJRUV�IDFH�LQ�JLYLQJ�LQIRUPDWLRQ�WR�RU�JHWWLQJ�LW�IURP�WKDW�RIILFH�SUHVHQWV�SRWHQWLDOO\�VHULRXV�SUREOHPV��$V�RQH�SDUWLFLSDQW�VWDWHG�
7KHUH�LV�D�VWURQJ�SDUWLDOLW\�DQG�OHDQLQJ�WRZDUG�WKH�GLVWULFW�DWWRUQH\�IRU�LQIRUPDWLRQ��IRU�FDOFXODWLRQV��IRU�ZKDW¶V�FRQVLGHUHG�WR�EH�DFFHSWDEOH��DQG�ZKDW¶V�QRW�DFFHSWDEOH��DQG�ZKDW¶V�JRLQJ�WR�SOD\�LQWR�WKH�>GHFLVLRQ@�DQG�ZKDW¶V�QRW�
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$OWKRXJK�IHZ�RI�WKH�QRQFXVWRGLDO�SDUHQWV�GHVFULEHG�IHHOLQJ�SHUVHFXWHG�E\�VWDII�LQ�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH��LW�ZDV�FRPPRQ�WR�KHDU�WKHP�GHVFULEH��LQ�RQH�ZD\�RU�DQRWKHU��KRZ�WKH\�DUH�SXW�LQ�DQ�DGYHUVDULDO�UROH�E\�WKHP��2QH�RI�WKH�JURXS�PHPEHUV�GHVFULEHG�WKH�DGYHUVDULDO�IHHOLQJ�DV�OHDGLQJ�WR�REOLJRUV�EHFRPLQJ�³RQ�WKH�RWKHU�VLGH�´�,Q�ZKDW�KH�IHOW�ZDV�DQ�RYHUUHDFWLRQ�WR�WKH�IRFXV�E\�VRPH�SROLWLFLDQV�RQ�³GHDGEHDW�GDGV�´�KH�VDLG��³:H�DOO�EHJLQ�WR�IHHO�ZH�DUH�SDUW�RI�WKLV�QHW�HQWHUSULVH�WR�JDWKHU�XS�WKH�FULPLQDO�HOHPHQW�LQ�VRFLHW\�WKDW�LV�LUUHVSRQVLEOH²WKDW�ZH¶UH�RQ�WKH�RWKHU�VLGH�RI�WKH�ULJKW�SDUW�RI�VRFLHW\�´�$FNQRZOHGJLQJ�WKDW�WKHUH�DUH�VRPH�SHRSOH�ZKR�VKLUN�WKHLU�UHVSRQVLELOLWLHV�DQG�DYRLG�WKHLU�REOLJDWLRQV��KH�DUJXHG�WKDW�³�����SHUFHQW�RI�DOO�SDUHQWV�DUH�UHVSRQVLEOH�WR�WKHLU�NLGV�E\�QDWXUH��:H�GRQ¶W�QHHG�WKH�FRXUWV�WR�WHOO�XV�WKDW�ZH�KDYH�WR�EH�UHVSRQVLEOH�IRU�RXU�NLGV�´
,Q�WKH�DGYHUVDULDO�UHODWLRQVKLS�GHVFULEHG�DERYH��VRPH�RI�WKH�REOLJRUV�VDZ�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�DV�UHSUHVHQWLQJ�WKH�REOLJHH�DQG�VSRNH�RI�KRZ�WKUHDWHQHG�WKH\�IHOW�VLWWLQJ�DORQH�LQ�FRXUW�ZKLOH�WKH�REOLJHH�VDW�DW�WKH�RWKHU�WDEOH�ZLWK�DQ�DVVLVWDQW�GLVWULFW�DWWRUQH\��RU�PRUH�WKDQ�RQH���,�ZRXOG�IHHO�PXFK�PRUH�FRPIRUWDEOH�LI�,�WKRXJKW�WKH�'$�ZDV�UHSUHVHQWLQJ�DOO�SDUWLHV�FRQFHUQHG��$W�OHDVW�IURP�WKH�VWDQGSRLQW�RI�IDLUQHVV�LQ�WKH�FRXUW��LI�DOO�SDUWLHV�ZHUH�HTXDOO\�UHSUHVHQWHG��,�WKLQN�LW�ZRXOG�EH�PXFK�PRUH�HIIHFWLYH�
)DPLO\�/DZ�)DFLOLWDWRU
7KH�FXVWRGLDO�SDUHQWV�ZHUH�QRW�DZDUH�RI�IDPLO\�ODZ�IDFLOLWDWRUV��EXW�PRVW�RI�WKH�QRQFXVWRGLDO�SDUHQWV�KDG�KDG�VRPH�FRQWDFW�ZLWK�WKHP��*HQHUDOO\��WKH\�GHVFULEHG�WKH�IDFLOLWDWRUV�DV�KHOSLQJ�WKHP�FRPSOHWH�IRUPV��EXW�D�FRXSOH�RI�WKHP�DGGHG�RWKHU�ZD\V�WKH\�ZHUH�KHOSHG�E\�D�IDFLOLWDWRU��2QH�GHVFULEHG�WKH�IDFLOLWDWRU�IRU�KLV�FRXQW\�DV�YHU\�KHOSIXO�DQG�NQRZOHGJHDEOH�DQG�WKHVH�FKDUDFWHULVWLFV�³SXW�\RX�DW�HDVH�DERXW�GRLQJ�LW�\RXUVHOI�´�7KH�RWKHU��D�PDQ�ZKR�KDV�VWUXJJOHG�IRU�WZR�\HDUV�WR�WXUQ�KLV�OLIH�DURXQG��GHVFULEHG�WKH�IDFLOLWDWRU�DV�EHLQJ�LQGLVSHQVDEOH�WR�KLP��+H�VDLG��³,�QHHGHG�KHOS��DQG�,�VWLOO�GRQ¶W�EHOLHYH�WKDW�,�FRXOG�DFWXDOO\�JHW�WKLQJV�GRQH´�ZLWKRXW�KHU�KHOS��:KHQDVNHG�VSHFLILFDOO\�ZKDW�VKH�GLG�IRU�KLP��KH�UHSOLHG�
6KH�OHWV�PH�NQRZ�ZKDW�P\�ULJKWV�DUH��ZKDW¶V�JRLQJ�RQ��ZKDW�QHHGV�WR�EH�GRQH������ OLNH�WKH�TXHVWLRQV�RQ�WKH�SDSHUV��6RPHWLPHV�,�JHW�WR�WKLQNLQJ�WKH\�DUH�WULFN�TXHVWLRQV��EXW�WKH\¶UH�QRW��LW¶V�MXVW�D�PDWWHU�RI�NQRZLQJ�KRZ�WR�UHDG�WKHP�DQG�VKH¶V�EHHQ�D�ELJ�KHOS�ZLWK�WKDW�

+H�DGGHG�WKDW�KH�DOZD\V�IHHOV�JRRG�ZKHQ�KH�OHDYHV�WKH�IDFLOLWDWRU¶V�RIILFH�
&KLOG�6XSSRUW�&RPPLVVLRQHU
7KH�RQO\�SDUWLFLSDQW�ZKR�KDG�DQ\WKLQJ�WR�VD\�DERXW�WKLV�UROH�VSRNH�RI�WKH�ORFDO�FRPPLVVLRQHU¶V�WROHUDQFH�DQG�IOH[LELOLW\�DQG�KRZ�WKLV�LV�SDUW�RI�WKH�FRXUW¶V�UHVSRQVH�WR�WKH�IDFW�WKDW�SHRSOH�DUH�WU\LQJ�WR�JDLQ�DFFHVV�
3ULYDWH�$WWRUQH\
7ZR�QRQFXVWRGLDO�SDUHQWV�ZKR�KDG�HQJDJHG�WKH�VHUYLFHV�RI�SULYDWH�DWWRUQH\V�WR�KHOS�ZLWK�FKLOG�VXSSRUW�LVVXHV�GHVFULEHG�WKHP�DV�QRW�KHOSIXO�DQG�WKH\�HQGHG�XS�UHSUHVHQWLQJ�WKHPVHOYHV��2QH�VHHPHG�WR�IHHO�KH�ZDV�PDQDJLQJ�ZHOO��ZKLOH�WKH�RWKHU¶V�VXPPDU\�RI�KLV�H[SHULHQFHV�ZDV��³,�GLG�YHU\�EDGO\�ZLWK�DQ�DWWRUQH\�DQG�YHU\�EDGO\�ZLWKRXW�´�2WKHU�SDUWLFLSDQWV�VDLG�WKH\�FRXOG�QRW�DIIRUG�DWWRUQH\V�RU�KDG�QR�QHHG�IRU�WKHP�
7KH�SDUWLFLSDQWV��HYHQ�WKRVH�ZKRVH�H[SHULHQFHV�ZLWK�DWWRUQH\V�KDG�QRW�EHHQ�SRVLWLYH��VDLG�WKDW�SHRSOH�VKRXOG�EH�UHSUHVHQWHG�LI�WKH\�FDQ�DIIRUG�LW�RU�XQGHU�VRPH�FRQGLWLRQV��7KUHH�SHRSOH�VDLG�WKLV�ZRXOG�HQVXUH�EDODQFH�RU�HTXDOLW\�RI�MXVWLFH��$PRQJ�WKH�RWKHUV��RQH�KDG�QRW�IHOW�WKH�QHHG�IRU�DQ�DWWRUQH\�EHFDXVH�WKHUH�ZDV�QR�GLVSXWH��+RZHYHU��VKH�VDLG��³,I�KH�VWDUWV�WR�JHW�FUD]\�RQ�PH��WKHQ�GHILQLWHO\�\HV�´�$QRWKHU�SDUWLFLSDQW�ZKR�KDG�EHHQ�IDLUO\�VXFFHVVIXO�KDQGOLQJ�KLV�RZQ�FDVH�VDLG�WKDW�LI�KH�IHOW�KH�ZHUH�DW�ULVN�RI�ORVLQJ�KLV�FKLOGUHQ²KH�KDV�WKHP�WZR�WKLUGV�RI�WKH�WLPH²KH�ZRXOG�ZDQW�DQ�DWWRUQH\�
&RPPXQLW\�$JHQF\
$OPRVW�HYHU\RQH�ZDV�DZDUH�RI�FRPPXQLW\�ODZ�VHUYLFHV��ZKLFK�WKH\�GHVFULEHG�DV�SURYLGLQJ�UHSUHVHQWDWLRQ�RU�RWKHU�DVVLVWDQFH�DW�ORZ�FRVW�RU�IUHH�RI�FKDUJH�WR�SHRSOH�ZKR�PHHW�WKH�LQFRPH�FULWHULD��1RQH�RI�WKH�SDUWLFLSDQWV�ZDV�KHOSHG�E\�VXFK�DJHQFLHV��7KH�RQO\�SHUVRQ�ZKR�FRQWDFWHG�RQH�GLG�QRW�TXDOLI\�IRU�WKH�VHUYLFHV�EHFDXVH�RI�KLV�LQFRPH�
3ULYDWH�$JUHHPHQWV
7ZR�SDUWLFLSDQWV�KDG�DJUHHPHQWV�WKDW�VXEVHTXHQWO\�KDG�WR�EH�UHYLVHG�ZLWK�WKH�DVVLVWDQFH�RI�WKH�FRXUW��2QH�SDUWLFLSDQW�KDG�DQ�LQIRUPDO�DJUHHPHQW�ZLWK�KHU�IRUPHU�ER\IULHQG�WR�VKDUH�WKH�FRVWV�RI�FDULQJ�IRU�WKHLU�FKLOG��+H�EHFDPH�XQUHOLDEOH�LQ�SURYLGLQJ�WKH�DVVLVWDQFH��DQG�WKH�SDUWLFLSDQW�ILOHG�IRU�D�VXSSRUW�RUGHU��2QH�SDUWLFLSDQW�VDLG�KLV�RULJLQDO�RUGHU�ZDV�HVWDEOLVKHG�DPLFDEO\��EXW�ZKHQ�KH�IHOO�LQWR�DUUHDUV�ZLWK�SD\PHQWV�KLV�IRUPHU�ZLIH�VRXJKW�KHOS�IURP�WKH�FRXUW��$QRWKHU�SDUWLFLSDQW�DQG�WKH�PRWKHU�RI�RQH�RI�KLV�FKLOGUHQ�UHFHQWO\�DJUHHG�WR�LJQRUH�WKHLU�VXSSRUW�RUGHU��+H�EX\V�FORWKLQJ�DQG�RWKHU�WKLQJV�WKH�FKLOG�QHHGV�DQG�WKH�PRWKHU�DFNQRZOHGJHV�WKHVH�H[SHQGLWXUHV�LQ�ZULWLQJ��
,PSXWHG�,QFRPH
*HQHUDOO\��SDUWLFLSDQWV�H[SUHVVHG�FRQILGHQFH�WKDW�FRPPLVVLRQHUV�IROORZ�WKH�JXLGHOLQH��EXW�WKH�LVVXH�RI�LPSXWHG�LQFRPH�UDLVHG�LVVXHV�RI�DFFXUDF\�DQG�IDLUQHVV�IRU�VRPH�RI�WKH�REOLJRUV��³:KHWKHU�RQH�LV�UHSUHVHQWHG�E\�FRXQVHO�RU�LV�SUR�SHU�>VHOIUHSUHVHQWHG@��WKHUH�DUH�D�ORW�RI�TXHVWLRQV�DERXW�ZKDW�QXPEHUV�FRPH�LQWR�SOD\�DQG�KRZ�WKH\�FRPH�LQWR�SOD\�´�)RU�LQVWDQFH��D�SDUWLFLSDQW�ZKRVH�EXVLQHVV�LQYROYHV�GLVWULEXWLRQ�RI�SURGXFWV�VDLG�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�GLG�QRW�DOORZ�KLP�WR�GHGXFW�KLV�WUDYHO�DQG�DXWR�H[SHQVHV�DV�SDUW�RI�WKH�IRUPXOD��7KHVH�H[SHQVHV�EHFDPH�SDUW�RI�LPSXWHG�LQFRPH��UHVXOWLQJ�LQ�D�PXFK�KLJKHU�VXSSRUW�RUGHU�WKDQ�ZRXOG�RWKHUZLVH�KDYH�EHHQ�WKH�FDVH��+H�GHVFULEHG�LPSXWLQJ�LQFRPH�DV�³WKH�WULFN\�SDUW�RI�WKH�FRXUW�´
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$QRWKHU�REOLJRU�WROG�RI�VHHNLQJ�D�UHGXFWLRQ�LQ�KLV�VXSSRUW�RUGHU�ZKHQ�KLV�OHYHO�RI�HPSOR\PHQW�ZDV�UHGXFHG�WR�WKUHH�GD\V�D�ZHHN��³,Q�UHVSRQVH��WKH�FRXUW�VDLG��µZHOO��\RX�KDYH�D�UHWLUHPHQW�DFFRXQW��LI�\RX�WDNH�WKDW�HDUO\��\RX�ZRXOG�KDYH�DQ�DGGLWLRQDO������D�PRQWK�LQFRPH�¶�DQG�WKH\�LPSXWHG�LW�WR�PH�´�%\�GUDZLQJ�RXW�WKDW�PRQH\��KH�LQFXUV�D�SHQDOW\�IRU�HDUO\�ZLWKGUDZDO��DV�ZHOO�DV�WKH�OLIHWLPH�LPSDFW�RI�³ORVLQJ�VHYHUDO�KXQGUHG�GROODUV�D�PRQWK�IRU�WKH�UHVW�RI�P\�OLIH�´�,W�DOVR�ZDV�SRLQWHG�RXW�WKDW�VXFK�IXQGV�RIWHQ�DUH�LQYHVWHG�LQ�WKH�VWRFNPDUNHW�DQG�WKDW�WKH�LPSXWHG�DPRXQW�LV�QRW�LQIOXHQFHG�E\�PDUNHW�IOXFWXDWLRQV�DQG�WKH�UHVXOWLQJ�VKLIWV�LQ�WKH�YDOXH�RI�WKH�IXQG�([DPSOHV�RI�ZKDW�SDUWLFLSDQWV�FRQVLGHUHG�H[FHVVLYHO\�DJJUHVVLYH�DWWHPSWV�WR�LPSXWH�LQFRPH�LQFOXGH�� 5HQW�WKDW�D�GLVWULFW�DWWRUQH\¶V�RIILFH�DVVXPHG�WZR�VRQV�LQ�FROOHJH�ZHUH�SD\LQJ�WKH�SDUWLFLSDQW�ZLWK�ZKRP�WKH\�ZHUH�OLYLQJ��DQG� 0RQH\�WKDW�KDG�EHHQ�ORDQHG�WR�DQ�REOLJRU�E\�KLV�SDUHQWV�EHFDXVH�KH�FRXOG�QRW�SD\�KLV�UHQW�
2QH�RI�WKH�SDUWLFLSDQWV�DGGHG�WKDW�ZKLOH�WKH�FRXUW�LPSXWHG�LQFRPH�WR�KLP��KH�KDG�EHHQ�WRWDOO\�XQVXFFHVVIXO�LQ�JHWWLQJ�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�RU�WKH�FRXUW�WR�LPSXWH�LQFRPH�WR�KLV�IRUPHU�ZLIH�EDVHG�RQ�UHVRXUFHV�KH�FODLPHG�VKH�GLG�QRW�UHSRUW��)RU�LQVWDQFH��VKH�OLYHV�LQ�WKH�KRXVH�LQ�ZKLFK�WKH\�EXLOW�DQ�LQ�ODZ�XQLW�WKDW�GUDZV��������D�PRQWK�LQ�UHQW��EXW�WKH�GLVWULFW�DWWRUQH\¶V�RIILFH�ZRXOG�QRW�³UDLVH�D�ILQJHU´�WR�YHULI\�WKDW�LQFRPH�
2WKHU�,VVXHV
,Q�WKH�FRXUVH�RI�WKH�GLVFXVVLRQV��SDUHQWV�UDLVHG�LVVXHV�QRW�GLUHFWO\�UHODWHG�WR�WKH�PDLQ�VWXG\�TXHVWLRQV��1HYHUWKHOHVV��VRPH�RI�WKHVH�LVVXHV�DUH�LPSRUWDQW�DQG�VKRXOG�EH�FRQVLGHUHG�LQ�D�UHYLHZ�RI�WKH�JXLGHOLQH�
0RGLI\LQJ�WKH�6XSSRUW�2UGHU
6HYHUDO�REOLJRUV�GHVFULEHG�VHHNLQJ�UHYLVLRQV�DV�D�³WULFN\�EXVLQHVV´�WKDW�FDQ�EDFNILUH�RQ�DQ�LQGLYLGXDO��$Q�H[DPSOH�RI�WKLV�ZDV�SURYLGHG�E\�D�IRFXV�JURXS�SDUWLFLSDQW�ZKR�ILOHG�IRU�D�UHGXFWLRQ�LQ�KLV�RUGHU��7KH�GLVWULFW�DWWRUQH\¶V�RIILFH�DFFHSWHG�WZR�RI�WKH�WKUHH�VHWV�RI�GRFXPHQWDWLRQ�VXSSRUWLQJ�KLV�DVVHUWLRQV�DERXW�KLV�ZLIH¶V�LQFRPH��EXW�WKH�MXGJH�GLVDOORZHG�WKHP��VD\LQJ�WKH�LVVXH�DOUHDG\�KDG�EHHQ�GHFLGHG��FDOOLQJ�LW�D�IULYRORXV�PRWLRQ��WKUHDWHQLQJ�KLP�ZLWK�VDQFWLRQV��DQG�FKDUJLQJ�KLP��������
$QRWKHU�SDUWLFLSDQW��ZKR�ZDV�VHHNLQJ�D�UHYLVLRQ�RQ�WKH�EDVLV�RI�LPSURSHUO\�LPSXWHG�LQFRPH��IRFXVHG�RQ�WKH�OHQJWK�RI�WLPH�LW�WDNHV�WR�JHW�D�KHDULQJ��,Q�WKH�PHDQWLPH��WKH�VXSSRUW�RUGHU�ZDV�LQ�SODFH��EXW�KH�ZDV�QRW�SD\LQJ��7KH�UHVXOW�LV�WKDW�KLV�FUHGLW�UDWLQJ�LV�GHFOLQLQJ��PDNLQJ�LW�KDUGHU�IRU�KLP�WR�JHW�WKH�ORDQV�KH�QHHGV�IRU�KLV�EXVLQHVV�
7KH�6WDWH¶V�,QWHUHVW
7KH�PRVW�HPELWWHUHG�RI�WKH�SDUWLFLSDQWV�FKDUDFWHUL]HG�KLPVHOI�VHYHUDO�WLPHV�DV�YLFWLPL]HG�E\�WKH�VWDWH��ZKLFK�EHQHILWV�ILQDQFLDOO\�IURP�WKH�VXSSRUW�KH�SD\V��7KH�FUX[�RI�KLV�DUJXPHQW�ZDV�WKDW�WKH�,9�'�SURJUDP�JHWV�LQFHQWLYH�SD\PHQWV�WKDW�DUH�GHWHUPLQHG�E\�KRZ�PXFK�VXSSRUW�PRQH\�WKH�SURJUDP�FROOHFWV�IURP�REOLJRUV��$VVHUWLQJ�WKDW�³WKH�VWDWH�PDNHV�PRQH\�KDQG�RYHU�ILVW�´�KH�VHHV�QR�UHDVRQ�WR�H[SHFWDQ\�FKDQJH�LQ�WKH�FKLOG�VXSSRUW�V\VWHP�HYHQ�WKRXJK
7KH�EHVW�LQWHUHVW�RI�WKH�FKLOG�LV�KXUW�E\�WKH�VWDWXWH��7KH�FKLOG�LV�OHIW�ZLWK�D�EURNHQ�KRPH�WKDW�OHDYHV�KLP�RU�KHU�PRUH�OLNHO\�WR�GURS�RXW�RI�VFKRRO��EH�LPSULVRQHG�IRU�D�IHORQ\�FRQYLFWLRQ��DQG�EH�YLVLWHG�ZLWK�WKH�VDPH�VRFLDO�LOOV�WKDW�FKDUDFWHUL]H�FKLOGUHQ�LQ�VLQJOH�SDUHQW�IDPLOLHV�

)UDQFKLVH�7D[�%RDUG��)7%��3UREOHPV
,Q�D�GLVFXVVLRQ�RI�WKH�ZD\V�LQ�ZKLFK�WKH�FKLOG�VXSSRUW�V\VWHP�FUHDWHV�H[WUD�ZRUN�DQG�FRVW�IRU�HYHU\RQH�LQYROYHG��PHPEHUV�RI�WKH�GLVFXVVLRQ�JURXS�WXUQHG�WKHLU�IRFXV�WR�WKH�VSHHG�ZLWK�ZKLFK�WKH�)7%�PRYHV�WR�DWWDFK�DVVHWV��$FFRUGLQJ�WR�RQH�RI�WKHP��LI�D�SD\PHQW�ZDV�ODWH�RU�SRVWHG�WR�WKH�ZURQJ�DFFRXQW��³DOO�RI�D�VXGGHQ�\RX¶UH�QRW�LQ�FRPSOLDQFH�DQG�WKDW�WULJJHUV�DOO�VRUWV�RI�UHVSRQVHV�DQG�ZKHQ�WKDW�KDSSHQV�LW�PHDQV�WURXEOH�IRU�XV�´�$V�DQ�H[DPSOH��KH�UHIHUUHG�WR�LQDFFXUDWH�UHSRUWV�WR�FUHGLW�DJHQFLHV��ZKLFK�WKH�LQGLYLGXDO�LV�XQDEOH�WR��KDQJH��³<RX�MXVW�ZLWKHU�DZD\��<RXU�DELOLW\�WR�SURYLGH�EHFRPHV�OHVV�DV�WLPH�JRHV�RQ�´
$QRWKHU�PHPEHU�RI�WKH�JURXS�VDLG�WKDW�DW�RQH�SRLQW�KH�ZDV�SD\LQJ�PRUH�WKDQ����SHUFHQW�RI�KLV�LQFRPH�DQG�ZDV�DVVXUHG�WKDW�WKH�)7%�ZRXOG�QRW�DWWDFK�KLV�DVVHWV�RU�ZDJHV��:KHQ�KH�JRW�D�VHFRQG�MRE��WKH�)7%�LPPHGLDWHO\�WRRN�ZKDW�ZDV�LQ�KLV�EDQN�DFFRXQW��FDXVLQJ�FKHFNV�WR�ERXQFH²HYHQ�WKRXJK�KH�ZDV�QRW�LQ�DUUHDUV��,Q�DGGLWLRQ��KH�FRXOG�QRW�JHW�WKH�ORDQ�KH�QHHGHG�WR�JHW�KLP�WKURXJK�WKH�OHDQ�SHULRG�EHFDXVH�WKHUH�ZDV�DQ�)7%�KROG�RQ�KLV�DFFRXQW��+LV�FKDUDFWHUL]DWLRQ�RI�WKH�VLWXDWLRQ�ZDV��³7KH\�VKRW�WKHPVHOYHV�LQ�WKH�IRRW�DQG�PH�LQ�WKH�EDFN�´
),1',1*6�)520�6$1�',(*2
0XFK�RI�WKH�GLVFXVVLRQ�DW�WKH�IRFXV�JURXSV�KHOG�LQ�6DQ�'LHJR�DQG�LQ�WKH�SHUVRQDO�LQWHUYLHZV�FHQWHUHG�DURXQG�SUREOHPV�SDUHQWV�KDG�H[SHULHQFHG�ZLWK�WKH�JXLGHOLQH��PRVWO\�LQ�WKHLU�DSSOLFDWLRQ��DQG�RQ�UHFRPPHQGDWLRQV�IRU�FKDQJHV�WR�WKH�JXLGHOLQH�WKDW�WKH�SDUHQWV�EHOLHYHG�ZRXOG�DGGUHVV�WKRVH�SUREOHPV��$OWKRXJK�WKH�GLVFXVVLRQV�GLG�WRXFK�RQ�WKH�WKUHH�LVVXHV�RI�VSHFLILF�LQWHUHVW�WR�WKH�-XGLFLDO�&RXQFLO²WKH�XVH�RI�QHW�YHUVXV�JURVV�LQFRPH�DV�WKH�EDVH�IURP�ZKLFK�WR�HVWDEOLVK�DQ�RUGHU�DQG�FKDQJHV�QHHGHG�WR�WKH�ORZ�LQFRPH�DGMXVWPHQW�DQG�WKH�DGMXVWPHQW�IRU�VHFRQG�IDPLOLHV²PRVW�SDUWLFLSDQWV�ZHUH�QRW�IDPLOLDU�ZLWK�WKH�ORZ�LQFRPH�DQG�VHFRQG�IDPLO\�SURYLVLRQV��DQG�WKH\�KDG�YHU\�IHZ�FRPPHQWV�DERXW�WKH�LQFRPH�EDVH�H[FHSW�WKDW�LW�VKRXOG�QRW�EH�FKDQJHG�WR�JURVV�
7KLV�VHFWLRQ�ILUVW�LGHQWLILHV�WKH�SUREOHPV�SDUHQWV�KDYH�ZLWK�WKH�JXLGHOLQH��,W�WKHQ�PRYHV�WR�UHFRPPHQGDWLRQV�WKH\�PDGH�IRU�LPSURYHPHQWV��7KLV�LQFOXGHV�WKH�PDMRU�LVVXHV�WKDW�ZHUH�WKH�IRFXV�RI�WKLV�VWXG\�DV�ZHOO�DV�RWKHU�LVVXHV�SDUHQWV�ZRXOG�OLNH�WRVHH�FKDQJHG�
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6XSSRUW�2UGHU�/HYHOV
$Q�DOPRVW�XQLYHUVDO�RSLQLRQ�DPRQJ�SDUWLFLSDQWV�ZDV�WKDW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�\LHOGV�VXSSRUW�DPRXQWV�WKDW�DUH�WRR�KLJK��7LPH�DQG�WLPH�DJDLQ��SDUHQWV�FRPSODLQHG�WKDW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�FDOFXODWLRQ�\LHOGV�RUGHU�DPRXQWV�WKDW�OHDYH�QRQFXVWRGLDO�SDUHQWV�LPSRYHULVKHG��?�� $V�D�UHVXOW��WKH\�DUH�QRW�DEOH�WR�KDYH�WKH�VDPH�TXDOLW\�RI�DFFHVV�WKH\�ZRXOG�OLNH�WR�KDYH��)RU�H[DPSOH��SDUHQWV��EHOLHYHG�WKH\�VKRXOG�EH�OHIW�ZLWK�VXIILFLHQW�LQFRPH�DIWHU�FKLOG�VXSSRUW�WR�KRXVH�WKH�FKLOGUHQ�SURSHUO\�ZKHQ�WKH\�FRPH�WR�YLVLW�DQG�WR�SD\�IRU�YDULDEOH�H[SHQVHV�DVVRFLDWHG�ZLWK�DFFHVV��OLNH�IRRG��WUDQVSRUWDWLRQ��DQG�HQWHUWDLQPHQW��,Q�WKHLU�RSLQLRQ��LI�LW�LV�LPSRUWDQW�WR�KDYH�ERWKSDUHQWV�PHDQLQJIXOO\�LQYROYHG�LQ�WKH�FKLOG¶V�OLIH��IRU�H[DPSOH��WR�WKH�FKLOG¶V�PHQWDO�DQG�HPRWLRQDO�KHDOWK�DQG�HGXFDWLRQDO�DFKLHYHPHQWV���WKHQ�ERWK�SDUHQWV�QHHG�WR�KDYH�VXIILFLHQW�UHVRXUFHV�WR�PDNH�WKDW�KDSSHQ��7KH\�VHH�WKH�FKLOG�VXSSRUW�V\VWHP�DV�VWUXFWXUHG�WR�JLYH�XQGXH�DGYDQWDJH�WR�WKH�FXVWRGLDO�SDUHQW�
7KH�VXUYH\�WKDW�ZDV�DGPLQLVWHUHG�SULRU�WR�WKH�JURXS�GLVFXVVLRQV�DVNHG�SDUWLFLSDQWV�IRU�WKHLU�RSLQLRQV�DERXW�WKH�IDLUQHVV�RI�WKH�&DOLIRUQLD�FKLOG�VXSSRUW�REOLJDWLRQ�DPRXQW�WR�WKHP��WR�WKH�RWKHU�SDUHQW��DQG�WR�WKHLU�FKLOGUHQ��7KLV�LQIRUPDWLRQ��DV�ZHOO�DV�LQIRUPDWLRQ�IURP�VRPH�SDUHQWV�ZKR�SDUWLFLSDWHG�LQ�WKH�6DQ�)UDQFLVFR�%D\�$UHD�IRFXV�JURXSV��LV�GLVSOD\HG�EHORZ�LQ�([KLELW����� �S�����
)RU�WKH�GDWD�VKRZQ�LQ�([KLELW����� �S������WKH�KLJKHU�WKH�DYHUDJH�UDWLQJ��WKH�PRUH�IDLU�SDUHQWV�EHOLHYHG�WKH�FKLOG�VXSSRUW�DPRXQW�ZDV�WR�WKHP�DQG�WKHLU�FKLOGUHQ��&RQYHUVHO\��WKH�ORZHU WKH�DYHUDJH�UDWLQJ��WKH�OHVV�IDLU�SDUHQWV�EHOLHYHG�WKH�VXSSRUW�DPRXQW�WR�EH��$�UDWLQJ�RI�����ZRXOG�VXJJHVW�WKDW�SDUHQWV�GLG�QRW�VHH�WKH�VXSSRUW�DPRXQW�DV�HLWKHU�IDLU�RU�XQIDLU�
2YHUDOO��SDUHQWV�JDYH�DQ�XQIDLU�DYHUDJH�UDWLQJ��WKDW�LV��UDWLQJV�DYHUDJLQJ�OHVV�WKDQ����RI�WKH�FKLOG�VXSSRUW�DPRXQW�WR�WKHP�DQG�WKHLU�FKLOGUHQ��7KH\�JDYH�D�VRPHZKDW�IDLU�DYHUDJH�UDWLQJ�IRU�WKH�FKLOG�VXSSRUW�DPRXQW�WR�WKH�RWKHU�SDUHQW��7KXV��ZKLOH�SDUHQWV�JHQHUDOO\�EHOLHYHG�WKDW�WKH�JXLGHOLQH�UHVXOWV�LQ�DZDUGV�WKDW�DUH�VRPHZKDW�IDLU WR�WKH�RWKHU�SDUHQW��DYHUDJH�UDWLQJ� ��������WKH\�EHOLHYHG�WKH�VXSSRUW�DPRXQWV�DUH�PRVWO\�XQIDLU�WR�WKHP��DYHUDJH�UDWLQJ� �������DQG�WKHLU�FKLOGUHQ��DYHUDJH�UDWLQJ� ��������7KHVH�UDWLQJV�DUH�QRW�XQH[SHFWHG��JLYHQ�WKDW�WKH�YDVW�PDMRULW\�RI�SDUWLFLSDQWV�ZKR FRPSOHWHG�WKH�VXUYH\V�ZHUH�QRQFXVWRGLDO�SDUHQWV�DQG�EHOLHYHG�WKDW�WKH�VXSSRUW�DPRXQWV�DUH�PXFK�WRR�KLJK�
7KH�PDMRU�UHDVRQV�SDUHQWV�EHOLHYHG�WKH�JXLGHOLQH�LV�XQIDLU�DUH�
� $GG�RQV��3DUHQWV�EHOLHYHG�WKDW�HFRQRPLF�GDWD�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�LQFOXGHV�WKH�FRVWV�RI�PHGLFDO�FDUH��FKLOG�FDUH��DQG�RWKHU�H[SHQVHV��VXFK�DV�HGXFDWLRQ�H[SHQVHV���<HW��WKHVH�DUH�DGG�RQV�WR�WKH�EDVLF�VXSSRUW�FDOFXODWHG�IURP�WKH�JXLGHOLQH�IRUPXOD��3DUHQWV�SHUFHLYH�WKH\�DUH�EHLQJ�GRXEOH�ELOOHG�� 9LVLWDWLRQ�H[SHQVHV��$OWKRXJK�SDUHQWV�UHFRJQL]HG�WKDW�WKH�JXLGHOLQH�DOORZV�DQ�DGMXVWPHQW�WR�WKH�VXSSRUW�DPRXQW�WR�DFFRPPRGDWH�WKH�FRVWV�RI�YLVLWDWLRQ��WKH\�FODLPHG�WKDW�MXGJHV�GR�QRW�PDNH�WKRVH�DGMXVWPHQWV��7KH\�DOVR�DUJXHG�WKDW�WKH�DGMXVWPHQW�VKRXOG�LQFOXGH�RWKHU�FRVWV��VXFK�DV�WKH�FRVWV�IRU�KRXVLQJ��IRU�H[DPSOH��HYHQ�ZLWK�PRGHVW�YLVLWDWLRQ��WKH�QRQFXVWRGLDO�SDUHQW�PXVW�KDYH�EHGURRPV�IRU�WKH�FKLOGUHQ���IRU�ORQJ�GLVWDQFH�WHOHSKRQH�FDOOV��DQG�IRU�YDULDEOH�H[SHQVHV�DVVRFLDWHG�ZLWK�YLVLWDWLRQ��VXFK�DV�IRRG�DQG�HQWHUWDLQPHQW���6RPH�SDUHQWV�FODLPHG�WKDW�MXGJHV�ZRXOG�RUGHU�D�FHUWDLQ�OHYHO�RI�YLVLWDWLRQ�DQG�PDNH�RQH�SDUHQW�UHVSRQVLEOH�IRU�DOO�WKH�WUDYHO�DQG�WKHQ�QRW�DGMXVW�WKH�RUGHU�WR�UHIOHFW�WKH�FRVWV�DVVRFLDWHG�ZLWK�WKDW�WUDYHO�� &RVW�RI�OLYLQJ��3DUHQWV�PHQWLRQHG�WKDW�WKH�FRVW�RI�OLYLQJ�YDULHV�WUHPHQGRXVO\�DPRQJ�&DOLIRUQLD�FRXQWLHV��,Q�SDUWLFXODU��WKH\�FLWHG�WKH�KLJK�FRVW�RI�KRXVLQJ�LQ�PDMRU�XUEDQ�DUHDV��IRU�H[DPSOH��6DQ�'LHJR�DQG�6DQ�)UDQFLVFR���ZKLFK�LV�WKH�PDMRU�H[SHQVH�LWHP�LQ�D�KRXVHKROG�EXGJHW��7KH\�EHOLHYHG�WKH�JXLGHOLQH�QHHGV�DQ�DGMXVWPHQW�PHFKDQLVP�WKDW�UHFRJQL]HV�FRVW�RI�OLYLQJ�GLIIHUHQWLDOV�DPRQJ�FRXQWLHV�
6KDUHG�3DUHQWLQJ�7LPH
7KH�PRVW�IUHTXHQWO\�PHQWLRQHG�FRPSODLQW�DERXW�WKH�JXLGHOLQH�DQG�WKH�RQH�WKDW�VHHPHG�WR�FUHDWH�WKH�PRVW�SUREOHPV�IRU�SDUHQWV�ZDV�WKH�FRQVLGHUDWLRQ�IRU�VKDUHG�SDUHQWLQJ�WLPH��3DUHQWV�OLNHG�WKH�IDFW�WKDW�VXSSRUW�RUGHU�DPRXQWV�GHFUHDVH�DV�WLPH�VKDULQJ�ZLWK�WKH�QRQFXVWRGLDO�SDUHQW�LQFUHDVHV��7KH\�GLG�QRW��KRZHYHU��OLNH�WKDW�WKH\�KDYH�WR�ILJKW�IRU�HTXDO�WLPH�VKDULQJ��7KH\�FRPSODLQHG�WKDW�MXGJHV�ORRN�DW����SHUFHQW�WLPH�VKDULQJ�ZLWK�WKH�QRQFXVWRGLDO�SDUHQW�DV�WKH�QRUP�DQG�DQ\WKLQJ�DERYH�WKDW�DV�H[FHSWLRQDO��7KH\�EHOLHYHG�WKH�VKDUHG�SDUHQWLQJ�WLPH�QRUP�VKRXOG�EH���±���DQG�WKDW�SDUHQWV�VKRXOG�PDNH�DGMXVWPHQWV�IURP�WKDW�EDVH�FRQVLGHULQJ�ZKDW�LV�LQ�WKH�EHVWLQWHUHVW�RI�WKH�FKLOG�
$�IHZ�SDUHQWV�DVNHG�DERXW�WKH�DJH�DGMXVWHG��WLPH�VKDULQJ�JXLGHOLQHV�WKDW�DUH�VSHFLILF�WR�FHUWDLQ�&DOLIRUQLD�FRXQWLHV��$W�OHDVW�WZR�FRXQWLHV�ZHUH�FLWHG�DV�KDYLQJ�WKHLU�RZQ�WLPH�VKDULQJ�JXLGHOLQH²D�SDUHQW�SURYLGHG�D�FRS\�RI�WKH�2UDQJH�&RXQW\�JXLGHOLQH² WKDW�DOORZV�YHU\�OLWWOH�WLPH�VKDULQJ�ZKHQ�WKH�FKLOG�LV�\RXQJ�DQG�PRUH�DV�WKH�FKLOG�DJHV��3DUHQWV�YLHZHG�WKHVH�WLPH�VKDULQJ�JXLGHOLQHV�DV��GLVFULPLQDWRU\�DQG�UHIOHFWLYH�RI�D�JHQGHU�ELDV�WKDW�WKH\�EHOLHYH�LV�HQGHPLF�WKURXJKRXW�WKH�FRXUW��IURP�WKH�IDPLO\�ODZ�IDFLOLWDWRU�WR�WKH�MXGJH�PDNLQJ�D�ILQDO�GHFLVLRQ�DERXW�WKH�DPRXQW�RI�VXSSRUW�
$QRWKHU�VKDUHG�SDUHQWLQJ�WLPH�LVVXH�IRU�SDUHQWV�ZDV�GHQLDO�RI�DFFHVV�E\�WKH�FXVWRGLDO�SDUHQW��0DQ\�SDUWLFLSDQWV�FRPSODLQHG�WKDW�FXVWRGLDO�SDUHQWV�GLG�QRW�OLYH�XS�WR�WKH�WLPH�VKDULQJ�DJUHHPHQW�DVVXPHG�E\�WKH�VXSSRUW�RUGHU��3DUHQWV�VKDUHG�VRPH�VWRULHVDERXW�EHLQJ�GHQLHG�DFFHVV�ZKHQ�WKH\�ZHQW�WR�SLFN�XS�WKH�FKLOG��WKH�FXVWRGLDO�SDUHQW�NLGQDSSLQJ�WKH�FKLOG��WKH�FXVWRGLDO�SDUHQW�PRYLQJ�RXW�RI�VWDWH�ZLWK�WKH�FKLOG��DQG�FXVWRGLDO�SDUHQWV ILOLQJ�DOOHJDWLRQV�RI�FKLOG�DEXVH��DOO�XQIRXQGHG��WR�UHVWULFW�DFFHVV�HYHQ�PRUH��3DUHQWV�DOVR�UHSRUWHG�WKDW�ZKHQ�WKH\�ZHQW�EDFN�WR�FRXUW�WR�HQIRUFH�DFFHVV��WKH�FRXUWV�GLG�QRW�VDQFWLRQ�WKH�FXVWRGLDO�SDUHQW�DQG�GLG�QRW�SXW�DGGLWLRQDO�UHVWULFWLRQV�RQ�WKH�FXVWRGLDO�SDUHQW�WR�KHOS�HQIRUFH�WKH�WLPH�VKDULQJ��1RQFXVWRGLDO�SDUHQWV�H[SUHVVHG�DQ�LQWHUHVW�LQ�KDYLQJ�VRPH�PHFKDQLVP�RU�RSWLRQV�WR�HQIRUFH�WKH�WLPH�VKDULQJ�DUUDQJHPHQWV��IRU�H[DPSOH��ILQHV��MDLO�WLPH��UHGXFWLRQ�LQ�WKH�FXVWRGLDO�SDUHQW¶V�WLPH�VKDUH��WHPSRUDU\ UHGXFWLRQ�LQ�FKLOG�VXSSRUW���7KH�IROORZLQJ�TXRWH�IURP�RQH�SDUHQW�FDSWXUHV�WKH�YLHZV�RI�PDQ\�RWKHUV�
&KLOG�VXSSRUW�LV�D�UDQVRP�IRU�WKH�ULJKW�WR�YLVLW�WKH�FKLOG��%XW��EHFDXVH�WKHUH�LV�QR�HQIRUFHPHQW�RI�WKDW�ULJKW��WKH�QRQFXVWRGLDO�SDUHQW�RIWHQ�LV�OHIW�SD\LQJ�WKH�UDQVRP�ZLWKRXW�JHWWLQJ�WKH�UHZDUG�
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1HW�9HUVXV�*URVV�,QFRPH
3DUHQWV�RYHUZKHOPLQJO\�IDYRUHG�OHDYLQJ�QHW�LQFRPH�DV�WKH�EDVH�WKDW�WKH�JXLGHOLQH�XVHV�WR�FRPSXWH�D�VXSSRUW�RUGHU��/LNH�UHVSRQGHQWV�WR�WKH�JXLGHOLQH�XVHUV¶�VXUYH\��SDUHQWV�EHOLHYHG�WKLV�LV�D�IDLUQHVV�LVVXH��WKDW�WKH�VLWXDWLRQ�RI�HDFK�LQGLYLGXDO�PXVW�EH�ORRNHG�DW�DQG�D�VXSSRUW�REOLJDWLRQ�FDQQRW�EH�FRPSXWHG�ZLWKRXW�WDNLQJ�WKH�WD[�FRQVHTXHQFHV�DQG�SDUHQW¶V�H[SHQVHV�LQWR�DFFRXQW��3DUHQWV�DSSUHFLDWHG�KRZ�JURVV�LQFRPH�PLJKW�EH�HDVLHU�IRU�MXGJHV�WR XVH�DV�DQ�LQFRPH�EDVH��EXW�WKH\�DUJXHG�WKDW�VLPSOLFLW\�DQG�IDLUQHVV�GR�QRW�DOZD\V�JR�WRJHWKHU�ZKHQ�GHDOLQJ�ZLWK�PRQH\�LVVXHV�
$�PRUH�LPSRUWDQW�LVVXH�WR�SDUHQWV�WKDQ�ZKHWKHU�WKH�LQFRPH�EDVH�IRU�WKH�JXLGHOLQH�IRUPXOD�VKRXOG�EH�QHW�RU�JURVV�LQFRPH�ZDV�ZKDW�WKH�FRXUW�FRXQWHG�DV�SDUW�RI�JURVV�LQFRPH��$PRQJ�WKH�LQFRPH�WKDW�SDUHQWV�EHOLHYHG�VKRXOG�QRW�EH�FRXQWHG��EXW�DSSDUHQWO\�ZDV�FRXQWHG�LQ�WKHLU�VLWXDWLRQV��ZDV�� 2QH�WLPH�ERQXVHV��WKDW�LV��WKRVH�WKDW�FDQQRW�EH�FRXQWHG�RQ�WR�RFFXU�DW�VRPH�UHJXODU�LQWHUYDO��� 2YHUWLPH�LQFRPH�ZKHUH�WKH�RYHUWLPH�ZDV�QRW�JXDUDQWHHG�DQG�GLG�QRW�RFFXU�RQ�D�UHJXODU�EDVLV�� ,QFRPH�IURP�D�VHFRQG�MRE��HVSHFLDOO\�ZKHQ�WKH�RQO\�UHDVRQ�IRU�WDNLQJ�WKH�VHFRQG�MRE�ZDV�WR�SD\�FKLOG�VXSSRUW�DQG�PDNH�HQGV�PHHW�� 6WRFN�RSWLRQV�WKDW�KDYH�QRW�EHHQ�H[HUFLVHG�DQG�ZKHUH�WKHUH�LV�QR�UHFHLSW�RI�LQFRPH��DQG� ,QFRPH�IURP�D�SULRU��KLJKHU�SD\LQJ�MRE��WKDW�LV��LPSXWLQJ�D�KLJKHU�LQFRPH�WR�QRQFXVWRGLDO�SDUHQWV�WKDQ�WKH\�DUH�FXUUHQWO\�HDUQLQJ�
,QFRPH�SDUHQWV�IHOW�VKRXOG�EH�FRXQWHG��EXW�ZDV�QRW��LQFOXGHG�� :HOIDUH�SD\PHQWV�WR�WKH�FXVWRGLDO�SDUHQW�� ,QFRPH�IURP�D�QHZ�VSRXVH�RU�SDUWQHU�ZKHUH�WKDW�LQFRPH�LV�WKH�UHDVRQ�WKDW�WKH�FXVWRGLDO�SDUHQW�GRHV�QRW�ZRUN�� ,QFRPH�IURP�JLIWV�RU�LQKHULWDQFHV��IRU�H[DPSOH��JLIWV�IURP�SDUHQWV�WKDW�RFFXU�UHJXODUO\���DQG� &KLOG�VXSSRUW�
,Q�VKRUW��SDUHQWV�UHDOL]HG�WKDW�LI�VRPHRQH�LV�VDODULHG��ZKDW�LV�FRXQWHG�DV�LQFRPH�LV�IDLUO\�VWUDLJKWIRUZDUG��,W�LV�WKH�VHOI�HPSOR\HG�ZRUNHU�DQG�QRQVDODU\�LQFRPH�WKDW�LV�SUREOHPDWLF�
5HFRPPHQGDWLRQV�IRU�&KDQJH
7KH�FKDQJHV�SDUHQWV�UHFRPPHQGHG�PDNLQJ�WR�WKH�JXLGHOLQH�DUH�OLVWHG�LQ�([KLELW����� �S���� EHORZ��7KH\�GLUHFWO\�UHIOHFW�WKH�SUREOHPV�DQG�LVVXHV�SDUHQWV�H[SUHVVHG�DERXW�WKH�JXLGHOLQH�EDVHG�RQ�WKHLU�H[SHULHQFHV��1RW�DOO�WKH�UHFRPPHQGDWLRQV�UHODWH�GLUHFWO\�WR�WKH�JXLGHOLQH��KRZHYHU��6RPH�SDUHQWV�DVNHG�IRU�FKDQJHV�WR�WKH�HQWLUH�V\VWHP�E\�ZKLFK�FKLOG�VXSSRUW�RUGHUV�DUH�HVWDEOLVKHG�DQG�HQIRUFHG��7KHVH�UHFRPPHQGDWLRQV�LQFOXGHG�WKH�IROORZLQJ�LGHDV�� -XGLFLDO�GLVFUHWLRQ��6RPH�SDUHQWV�VDLG�WKH\�QHYHU�VHH�MXGJHV�GHYLDWLQJ�IURP�WKH�JXLGHOLQH��DQG�RWKHUV�VDLG�WKH\�VDZ�LW�IUHTXHQWO\��7KH�FRQVHQVXV�ZDV�QRW�WKDW�GLVFUHWLRQ�VKRXOG�EH�LQFUHDVHG�RU�GHFUHDVHG��EXW�WKDW�MXGJHV�VKRXOG�EH�UHTXLUHG�WR�GRFXPHQW�WKHLU�ILQGLQJV�VR�WKDW�SDUHQWV�NQRZ�WKH�EDVLV�RI�WKH�UXOLQJ��6RPH�SDUHQWV�VDLG�WKH\�KDG�UHWXUQHG�WR�FRXUW�WR�ORRN�DW�WKHLU�FDVH�ILOH�RQO\�WR�ILQG�PDQ\�GRFXPHQWV�PLVVLQJ�DQG�QR�H[SODQDWLRQ�RI�ZK\�WKH�MXGJH�PDGH�FHUWDLQ�GHFLVLRQV�� 3DUHQW�IHHGEDFN�DERXW�VXSSRUW�RUGHUV�DQG�WKH�FRXUW�H[SHULHQFH��3DUHQWV�UHFRPPHQGHG�WKDW�WKH�-XGLFLDO�&RXQFLO�JHW�V\VWHPDWLF�IHHGEDFN�IURP�SDUHQWV�DERXW�WKH�VXSSRUW�RUGHU�DIWHU�WKH�SURFHVV�ZDV�FRPSOHWH�DQG�WKH�RUGHU�KDG�EHHQ�HQWHUHG��7KH\�VXJJHVWHG�WKDW�D�VKRUW�SDSHU�VXUYH\�EH�LQFOXGHG�ZLWK�WKH�FRXUW�RUGHU�WKDW�SDUHQWV�FRXOG�UHWXUQ��$�VHFRQG�RSWLRQ�PHQWLRQHG�ZDV�WR�KDYH�WKH�FRXUW�RUGHU�LQFOXGH�D�UHIHUHQFH�WR�D�:HE�VLWH�ZKHUH�SDUHQWV�FRXOG�FRPSOHWH�D�VXUYH\�RU�VLPSO\�UHOD\�WKHLU�FRPPHQWV��3DUHQWV�IXUWKHU�UHFRPPHQGHG�WKDW�DOO�FRPPHQWV�EH�VHQW�WR�DQ�LQGHSHQGHQW�WKLUG�SDUW\�IRU�DQDO\VLV�UDWKHU�WKDQ�EDFN�WR�WKH�FRXUW�� 5HYLHZ�RI�FDVH�ILOHV��3DUHQWV�UHFRPPHQGHG�WKDW�WKH�-XGLFLDO�&RXQFLO�URXWLQHO\�UHYLHZ�FDVH�ILOHV�WR�HQVXUH�WKDW�MXGJHV�DUH�IROORZLQJ�WKH�JXLGHOLQH�DQG��LI�WKH\�DUH�QRW��WKDW�WKH\�OLVW�FOHDUO\�WKH�UHDVRQV�WKH\�GLG�QRW�IROORZ�LW�� )DOVH�DOOHJDWLRQ�ODZ��6HYHUDO�SDUHQWV�KDG�H[SHULHQFHV�ZKHUH�WKH�FXVWRGLDO�SDUHQW�PDGH�IDOVH�VWDWHPHQWV�RU�DOOHJDWLRQV�WKDW�QHJDWLYHO\�DIIHFWHG�WKH�QRQFXVWRGLDO�SDUHQW��$PRQJ�RWKHUV��WKLV�LQFOXGHG�FKLOG�DEXVH�DOOHJDWLRQV�WKDW�ZHUH�XQIRXQGHG�DQG�FODLPV�RI�DGG�RQ�H[SHQVHV��IRU�H[DPSOH��IRU�FKLOG�FDUH��WKDW�ZHUH�QHYHU�LQFXUUHG��3DUHQWV�EHOLHYHG�WKHUH�VKRXOG�EH�FRQVHTXHQFHV�DVVRFLDWHG�ZLWK�WKHVH�IDOVH�DOOHJDWLRQV�DQG�WKDW�VRPH�VWDWHPHQW�LQ�WKH�JXLGHOLQH�DERXW�WKH�SHQDOWLHV�IRU�PDNLQJ�IDOVH�DOOHJDWLRQV�PLJKW�SUHYHQW�WKHVH�DOOHJDWLRQV�IURP�RFFXUULQJ�LQ�WKH�IXWXUH�� &XVWRGLDO�SDUHQW�DFFRXQWDELOLW\��$OWKRXJK�SDUHQWV�ZDQW�WR�VXSSRUW�WKHLU�FKLOGUHQ��WKH\�EHOLHYH�WKDW�FXVWRGLDO�SDUHQWV�DUH�XVLQJ�FKLOG�VXSSRUW�PRQH\�LQDSSURSULDWHO\�WR�WDNH�YDFDWLRQV�RU�VXSSRUW�QHZ�SDUWQHUV��3DUHQWV�ZDQW�VRPH�ZD\�WR�KROG�WKH�FXVWRGLDO�SDUHQW�DFFRXQWDEOH�IRU�KRZ�WKH\�VSHQG�FKLOG�VXSSRUW�� $FFRXQWLQJ�IRU�FKLOG�VXSSRUW�SD\PHQWV��1DWLRQDO�VWXGLHV�UHSRUW�VWDWLVWLFV�RQ�FRPSOLDQFH�DQG�QRQFRPSOLDQFH�ZLWK�FKLOG�VXSSRUW�SD\PHQWV�EDVHG�RQ�LQWHUYLHZV�ZLWK�FXVWRGLDO�SDUHQWV��ERWK�FXVWRGLDO�PRWKHUV�DQG�IDWKHUV��)RFXV�JURXS�SDUWLFLSDQWV�EHOLHYHG�WKHVH�VWDWLVWLFV�FUHDWH�D�PLVLPSUHVVLRQ�DERXW�QRQFXVWRGLDO�SDUHQWV��ZKR�WKH\�EHOLHYH�KDYH�PXFK�KLJKHU�FRPSOLDQFH�UDWHV�WKDQ�WKH�QDWLRQDO� VWDWLVWLFV�VXJJHVW��7KH\�UHFRPPHQGHG�WKDW�WKH�/HJLVODWXUH�LQFOXGH�D�OLQH�RQ�WKH�VWDWH�LQFRPH�WD[�IRUP�WKDW�DVNV�SDUHQWV�WR�UHSRUW�WKH�FKLOG�VXSSRUW�WKH\�KDYH�SDLG�LQ�WKH�SUHYLRXV�\HDU��?�� 7KH\�EHOLHYHG�WKLV�ZRXOG�KDYH�D�SRZHUIXO�LPSDFW�RQ�FKDQJLQJ�WKH�SHUFHSWLRQ�DERXW�³GHDGEHDW´�GDGV�� 7LPH�VKDULQJ�DQG�FKLOG�VXSSRUW��3DUHQWV�UHFRPPHQGHG�WKDW�WKH�LVVXH�RI�WLPH�VKDULQJ�EH�UHVROYHG�ILUVW��EHIRUH�GLVFXVVLQJ�WKH�ILQDQFLDO�LVVXHV��7KH\�EHOLHYHG�WKLV�ZRXOG�UHGXFH�VRPH�RI�WKH�FRQIOLFW�EHWZHHQ�WKH�SDUHQWV�WKDW�QRZ�RFFXUV�EHFDXVH�HDFK�SDUHQW�VHHNV�WR�PD[LPL]H�VKDUHG�SDUHQWLQJ�WLPH�WR�KLV�RU�KHU�PRQHWDU\�DGYDQWDJH�
3DUHQWV�DOVR�UHTXHVWHG�WKDW�WKH�VWDWH�HVWDEOLVK�D�YLVLWDWLRQ�HQIRUFHPHQW�RIILFH�ZKHUH�QRQFXVWRGLDO�SDUHQWV�FRXOG�JHW�VRPH�VDWLVIDFWLRQ�ZKHQ�WKH\�DUH�GHQLHG�YLVLWDWLRQ�

� 'LVVR0DVWHU��$�FRXSOH�RI�SDUHQWV�H[SUHVVHG�IUXVWUDWLRQ�WKDW�WKH�'LVVR0DVWHU�FRPSXWHU�SURJUDP�GRHV�QRW�SULQW�DQ�LWHPL]HG�OLVW�RI�GHGXFWLRQV�WKDW�ZHUH�LQFOXGHG�LQ�WKH�FDOFXODWLRQ�RI�QHW�LQFRPH��7KH\�DVVHUWHG�WKDW�WKHLU�RZQ�FDOFXODWLRQV�RI�QHW�LQFRPH�ZHUH�YHU\�GLIIHUHQW��EXW�WKH\�KDG�QR�ZD\�RI�FKDOOHQJLQJ�WKH�'LVVR0DVWHU�FDOFXODWLRQV�EHFDXVH�WKH\�FRXOG�QRW�WHOO�ZKDW�ZDV�LQFOXGHG�RU�H[FOXGHG�LQ�WKH�FDOFXODWLRQ��
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6800$5<
7KH�IRFXV�JURXS�GLVFXVVLRQV�DQG�LQWHUYLHZV�\LHOGHG�D�ULFK�VHW�RI�SDUHQWDO�SHUVSHFWLYHV�DERXW�WKH�FKLOG�VXSSRUW�JXLGHOLQH�DV�D�WRRO�IRU�FDOFXODWLQJ�D�VXSSRUW�REOLJDWLRQ�DQG�IRU�GHILQLQJ�DQ�DSSURDFK�WR�FRPSOHWH�WKDW�SURFHVV��7KH\�DOVR�SURYLGHG�VRPH�LQVLJKW�LQWR�SUREOHPV�SDUHQWV�KDYH�XVLQJ�WKH�JXLGHOLQH�SURYLVLRQV�WR�PHHW�WKHLU�VSHFLILF�FLUFXPVWDQFHV�DQG�LGHDV�IRU�HIIHFWLQJ�FKDQJHV�WKDW�ZRXOG�PDNH�WKH�JXLGHOLQH�PRUH�XVHIXO�WR�WKHP��7KLV�VHFWLRQ�VXPPDUL]HV�VRPH�RI�WKH�NH\�ILQGLQJV�IURP�WKH�GLVFXVVLRQV�DQG�LQWHUYLHZV��7KH�ILQGLQJV�KDYH�EHHQ�RUJDQL]HG�LQWR�WKH�IROORZLQJ�WKUHH�EURDG�FDWHJRULHV�� /HYHO�RI�VXSSRUW�RUGHUV�� (IIHFW�RI�VXSSRUW�RUGHU�VWUXFWXUH�RQ�VKDUHG�SDUHQWLQJ�WLPH��DQG� $GYHUVDULDO�QDWXUH�RI�WKH�V\VWHP�
/HYHO�RI�6XSSRUW�2UGHUV
1DWLRQDO�VWXGLHV�WKDW�LQFOXGH�SDUHQWDO�RSLQLRQV�DERXW�WKH�OHYHO�RI�FKLOG�VXSSRUW�RUGHUV�URXWLQHO\�LQGLFDWH�WKDW��LQ�JHQHUDO��REOLJHHV EHOLHYH�WKH�VXSSRUW�DPRXQWV�DUH�WRR�ORZ�DQG�REOLJRUV�EHOLHYH�WKH\�DUH�WRR�KLJK��*LYHQ�WKLV�LQIRUPDWLRQ��LW�ZRXOG�EH�HDV\�WR�GLVPLVV�WKH�DOPRVW�XQLYHUVDO�FRPSODLQW�H[SUHVVHG�E\�SDUHQWV�LQ�WKH�IRFXV�JURXSV�DQG�LQWHUYLHZV�WKDW�VXSSRUW�OHYHOV�DUH�WRR�KLJK�EHFDXVH�WKH�YDVW�PDMRULW\�RI�WKH�SDUWLFLSDQWV�ZHUH�REOLJRUV��1HYHUWKHOHVV��WKHUH�DUH�VHYHUDO�UHDVRQV�ZK\�WKLV�LVVXH�VKRXOG�EH�VHULRXVO\�FRQVLGHUHG��2QH�LV�WKDW�D�PDMRULW\�RI�JXLGHOLQH�XVHUV�����SHUFHQW��ZKR�ZHUH�VXUYH\HG�EHOLHYHG�WKDW�VXSSRUW�RUGHUV�DUH�WRR�KLJK�DQG�DUH�XQIDLU�WR�ERWK�SDUHQWV��$QRWKHU�LV�WKH�FKDUJH�IURP�IRFXV�JURXS�SDUWLFLSDQWV�WKDW�PHQ�SD\LQJ�FKLOG�VXSSRUW�DUH�DW�KLJK�ULVN�IRU�EDQNUXSWF\��,I�REOLJRUV�FDQQRW�SD\�WKH�VXSSRUW�REOLJDWLRQ�EHFDXVH�WKH\�ODFN�WKH�PHDQV�WR�GR�VR��WKH\�PD\�VWRS�SD\LQJ�DOWRJHWKHU�DQG�ZLWKGUDZ�IURP�WKH�OLYHV�RI�WKHLU�FKLOGUHQ��7KHVH�RXWFRPHV�GR�QRW�EHQHILW�DQ\RQH��7KXV��WKLV�LVVXH�GHVHUYHV�JUHDWHU�DWWHQWLRQ�WKDQ�KDV�EHHQ�JLYHQ�WR�LW�LQ�WKH�SDVW�
0DQ\�RI�WKH�IRFXV�JURXS�SDUWLFLSDQWV�DWWULEXWHG�WKH�H[FHVVLYH�VXSSRUW�OHYHOV WR�VSHFLILF�SURYLVLRQV�LQFOXGHG��RU�QRW�LQFOXGHG��LQ�WKH�JXLGHOLQH�DQG�RU�KRZ�WKRVH�SURYLVLRQV�DUH�LPSOHPHQWHG��6RPH�VSHFLILF�DUHDV�IRU�IXUWKHU�LQYHVWLJDWLRQ�UHFRPPHQGHG�E\�WKH�ILQGLQJV�KHUH�LQFOXGH�� &RVW�RI�OLYLQJ��6KRXOG�WKHUH�EH�D�IDFWRU�EXLOW�LQWR�WKH JXLGHOLQH�IRUPXOD�IRU�YDULDWLRQ�DFURVV�WKH�VWDWH�LQ�WKH�FRVW�RI�OLYLQJ�VR�WKDW�WKH�VXSSRUW�UHTXLUHG�IRU�D�FKLOG�OLYLQJ�LQ�D�ORZ�FRVW�UXUDO�DUHD�ZRXOG�EH�OHVV�WKDQ�WKDW�UHTXLUHG�IRU�D�FKLOG�OLYLQJ�LQ�D�KLJK�FRVW�XUEDQ�DUHD"� ,QFRPH�EDVH�XVHG�WR�FDOFXODWH�VXSSRUW��8VLQJ�WKH�SDVW�WZR�\HDUV¶�LQFRPH�SOXV�FXUUHQW�VDODU\�LV�D�UHDVRQDEOH�LQFRPH�EDVH�WR�XVH�LQ�PRVW�FDVHV��+RZHYHU��KRZ�VKRXOG�XQXVXDO�LQFRPH�VWUHDPV��IRU�H[DPSOH��\HDU�HQG�ERQXVHV�RU�RYHUWLPH�SD\��EH�FRXQWHG"�$QG�LI�WKDW�LQFRPH�LV�FRXQWHG��VKRXOG�WKH�JXLGHOLQH�QRW�DOVR�FRQVLGHU�UHYHUVDOV�RI�IRUWXQH��VXFK�DV�LQFRPH�ORVV�WKURXJK�OD\RIIV��VHDVRQDO��HPSOR\PHQW��RU�D�UHGXFWLRQ�LQ�WKH�DPRXQW�RI�RYHUWLPH"�7KH�WHVWLPRQ\�IURP�REOLJRUV�LQ�WKH�IRFXV�JURXSV�ZDV�WKDW�ZKLOH�XQXVXDOO\�KLJK�LQFRPH�LQ�D�\HDU�ZDV�LQFRUSRUDWHG�LQWR�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ��XQXVXDO�UHGXFWLRQV�LQ�LQFRPH�ZHUH�QRW��,Q�IDFW��WKH\�FODLP�WKDW�SHRSOH�ZKR�XVH�WKH�JXLGHOLQH�WR�HVWDEOLVK�D�VXSSRUW�RUGHU�LPSXWH�LQFRPH�WR�SDUHQWV�WKDW�KDYH�DQ�XQXVXDO�UHGXFWLRQ�LQ�LQFRPH�� ,PSXWHG�LQFRPH��7KH�LPSXWDWLRQ�RI�LQFRPH�DSSHDUV�QRW�RQO\�WR�EH�D�SRWHQWLDO�VRXUFH�RI�DEXVH��EXW�RI�HUURU��7KH�QHHG�IRU�D�SROLF\�WKDW�DOORZV�GHFLVLRQ�PDNHUV�WR�LPSXWH�LQFRPH�LQ�FHUWDLQ�VLWXDWLRQV�LV�FOHDU��EXW�SHUKDSV�LW�VKRXOG�EH�DFFRPSDQLHG�E\�����D�SURFHGXUDO�UXOH�VWDWLQJ�WKDW�ZKHUH�LQFRPH�ILJXUHV�LQFOXGH�LPSXWDWLRQ�D�KHDULQJ�PD\�QRW�WDNH�SODFH�XQWLO�WKH�SDUWLHV�KDYH�KDG�HDFK�RWKHU¶V�ILJXUHV�LQ�WKHLU�SRVVHVVLRQ�ORQJ�HQRXJK�WR�GRFXPHQW�DQ\�GLVSXWH�DQG�����LQVWUXFWLRQ�WKDW�LQFRPH�EH�LPSXWHG�HTXDOO\�WR�REOLJHHV�DQG�REOLJRUV�� 'RXEOH ELOOLQJ��2EOLJRUV�EHOLHYH�WKH�JXLGHOLQH�IRUPXOD�LV�EDVHG�RQ�HFRQRPLF�GDWD�WKDW�LQFOXGHV�DOO�WKH�FRVWV�RI�UDLVLQJ�D�FKLOG��7KH\�WKHUHIRUH�EHOLHYH�WKDW�DGG�RQV�WR�WKH�EDVLF�VXSSRUW�DPRXQW�IRU�VXFK�LWHPV�DV�FKLOG�FDUH�FRVWV�FRQVWLWXWH�GRXEOH�ELOOLQJ��,I�WKLVSHUFHSWLRQ�LV�QRW�WUXH��WKHQ�WKH�JXLGHOLQH�VKRXOG�SHUKDSV�LQFOXGH�D�GLVFXVVLRQ�DERXW�WKLV�LVVXH��,I�LW�LV�WUXH��SHUKDSV�VRPH�DGMXVWPHQW�WR�WKH�VXSSRUW�IRUPXOD�LV�ZDUUDQWHG�
6XSSRUW�2UGHU�$PRXQWV�DQG�6KDUHG�3DUHQWLQJ�7LPH
7KHUH�ZDV�DOPRVW�XQLYHUVDO�DJUHHPHQW�WKDW�D�FKLOG�VKRXOG�KDYH�DFFHVV�WR�ERWK�SDUHQWV��DQG�WKDW�ERWK�SDUHQWV�VKRXOG�EH�DFWLYHO\�LQYROYHG�LQ�WKH�FKLOG¶V�OLIH��7KLV�DVVXPHV�WKDW�DFFHVV�LV�IHDVLEOH�DQG�WKHUH�DUH�QR�LQGLFDWLRQV�WKDW�DFFHVV�ZRXOG�EH�KDUPIXO��IRU�H[DPSOH��IHDU�RI�DEXVH���0DQ\�RI�WKH�PHQ�ZKR�SDUWLFLSDWHG�LQ�WKH�IRFXV�JURXSV�GHVFULEHG�KRZ�GLIILFXOW�LW�LV�WR�JHW�DFFHVV��HLWKHU�EHFDXVH�WKH�RWKHU�SDUHQW�GHQLHV�RU�LQWHUIHUHV�ZLWK�DFFHVV�RU�EHFDXVH�WKH�FKLOG�VXSSRUW�RUGHU�UHVWULFWV�DFFHVV�
6RPH�IDFWRUV�SDUHQWV�PHQWLRQHG�WKDW�OLPLW�DFFHVV�LQFOXGH�� 7LPH�VKDULQJ�DQG�FKLOG�VXSSRUW��7KH�VXSSRUW�RUGHU�FDOFXODWLRQ�LV�GHSHQGHQW�RQ�WKH�LQFRPHV�RI�WKH�SDUHQWV�DQG�WKH�WLPH�HDFK�SDUHQW�VSHQGV�ZLWK�WKH�FKLOG��$OO�HOVH�EHLQJ�HTXDO��WKH�VXSSRUW�DPRXQW�GHFOLQHV�DV�WKH�SDUHQWV�DSSURDFK�HTXDO�WLPH�ZLWK�WKH�FKLOG��$V�D�UHVXOW��REOLJRUV�LQWHUHVWHG�LQ�PLQLPL]LQJ�WKHLU�VXSSRUW�REOLJDWLRQ�PD\�VHHN�WR�LQFUHDVH�WKHLU�VKDUH�RI�WLPH�ZLWK�WKH�FKLOG��2EOLJHHV�LQWHUHVWHG�LQ�PD[LPL]LQJ�WKH�VXSSRUW�REOLJDWLRQ�PD\�VHHN�WR�PLQLPL]H�WKH�REOLJRU¶V�VKDUH�RI�WLPH�ZLWK�WKH�FKLOG��)RFXV�JURXS�SDUWLFLSDQWV�VDZ�WKLV�DV�FUHDWLQJ�LQKHUHQW�FRQIOLFW�EHWZHHQ�WKH�SDUHQWV��7KH\�VXJJHVWHG�WKDW�EHIRUH�DQ\�LQFRPH�LQIRUPDWLRQ�LV�H[FKDQJHG��SDUHQWV�VKRXOG�DJUHH�RQ�WKH�WLPH�VKDULQJ�DUUDQJHPHQW��2QO\�WKHQ�VKRXOG�LQFRPH�LQIRUPDWLRQ�EH�LQWURGXFHG�DQG�WKH�JXLGHOLQH�IRUPXOD�EH�XVHG�WR�HVWDEOLVK�D�VXSSRUW�REOLJDWLRQ�� 3UHIHUHQFH�IRU�ZRPHQ�DV�FXVWRGLDO�SDUHQWV��)RFXV�JURXS�SDUWLFLSDQWV�EHOLHYHG�WKHUH�LV�D�ELDV�LQ�WKH�V\VWHP�WRZDUG�DZDUGLQJ�ZRPHQ�SULPDU\�SK\VLFDO�FXVWRG\�RI�WKH�FKLOGUHQ��$V�DQ�H[DPSOH RI�WKLV�ELDV��WKH\�FODLPHG�WKDW�VRPH�FRXQWLHV�KDYH�VSHFLDO�JXLGHOLQHV�WKDW�OLPLW�WKH�PDOH�QRQFXVWRGLDO�SDUHQW¶V�DFFHVV�WR�WKH�FKLOG�EDVHG�RQ�WKH�FKLOG¶V�DJH�� $FFHVV�HQIRUFHPHQW��1RQFXVWRGLDO�SDUHQWV�FRPSODLQHG�WKDW�WKHUH�LV�D�ODFN�RI�LQWHUHVW�RQ�WKH�SDUW�RI�IDPLO\�ODZ�FRXUWV�LQ�HQIRUFLQJ�DFFHVV�DUUDQJHPHQWV��7KH\�DUJXHG�WKDW�WKH�FRXUWV�DUH�TXLFN�WR�HQIRUFH�VXSSRUW�RUGHU�DJUHHPHQWV�EXW�GR�QRWKLQJ�WR�HQIRUFH�DFFHVV��7KH\�UHFRPPHQGHG�WKDW�FRXUWV�EH�JLYHQ�WKH�DXWKRULW\�DQG�WKH�WRROV��VXFK�DV�ILQHV�RU�MDLO�WLPH��WR�HQIRUFH�DFFHVV��7KH\�EHOLHYH�WKDW�LI�WKH�FRXUWV�VDQFWLRQ�FXVWRGLDO�SDUHQWV�ZKR�GHQ\�RU�LQWHUIHUH�ZLWK�DFFHVV�WKH�LQFLGHQFH�RI�VXFK�LQWHUIHUHQFH�ZLOO�GHFOLQH�
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$GYHUVDULDO�1DWXUH�RI�WKH�6\VWHP
$�WKLUG�PDMRU�WKHPH�UXQQLQJ�WKURXJKRXW�WKHVH�GLVFXVVLRQV�ZDV�WKH�DGYHUVDULDO�QDWXUH�RI�WKH�V\VWHP��7HUPLQDWLRQ�RI�DQ�LQWLPDWH�UHODWLRQVKLS�LV�OLNHO\�WR�RFFXU�EHFDXVH�WKH�SDUWQHUV�DOUHDG\�DUH�HQJDJHG�ZLWK�HDFK�RWKHU�DV�DGYHUVDULHV�DQG��DV�VHYHUDO�SDUWLFLSDQWV�SRLQWHG�RXW��WKH�DGYHUVLW\�JHWV�SOD\HG�RXW�LQ�DQG�H[DFHUEDWHG�E\�VXSSRUW�RUGHU�OHYHOV�DQG�FXVWRG\��,Q�WKH�IRFXV�JURXSV�DQG�LQWHUYLHZV��SDUWLFLSDQWV�WDONHG�DERXW�KRZ�WKH�VWUXFWXUH�RI�WKH�IDPLO\�ODZ�FRXUW�V\VWHP�HQKDQFHV�WKH�DGYHUVDULDO�QDWXUH�RI�WKH�GLVVROXWLRQ�RI�IDPLOLHV��$V�D�VXSSRUW�HQIRUFHPHQW�DJHQF\��WKH GLVWULFW�DWWRUQH\¶V�RIILFH�KDV�D�ORW�RI�H[SHULHQFH�ZLWK�REOLJRUV�ZKR�DUH�QRW�UHVSRQVLEOH�DQG�ZKR�GR�QRW�FRPSO\�ZLWK�FRXUW�RUGHUV��7KXV��WKH�VWDII�PHPEHUV�LQ�WKHVH�RIILFHV�DUH�OLNHO\�WR�KDYH�D�VNHZHG�VHW�RI�H[SHFWDWLRQV�DERXW�WKH��FKDUDFWHU�RU�LQWHQWLRQ�RI REOLJRUV��DV�D�FODVV��WKDW�JHWV�UHIOHFWHG�LQ�WKHLU�LQWHUDFWLRQV�ZLWK�WKHP��IRU�H[DPSOH��QRW�EHLQJ�UHVSRQVLYH�WR�REOLJRUV�VHHNLQJ�LQIRUPDWLRQ���0RUH�LPSRUWDQWO\��ZKHQ�WKH\�DUH�KHOSLQJ�SRWHQWLDO�REOLJHHV�SUHSDUH�GRFXPHQWV�WR�HVWDEOLVK��PRGLI\��RUHQIRUFH�VXSSRUW�RUGHUV��WKRVH�H[SHFWDWLRQV�PD\�EH�UHIOHFWHG�LQ�]HDORXV�LPSXWDWLRQ�RI�LQFRPH�WR�DQG�DVVXPSWLRQ�RI�D�SURWHFWLYH�VWDQFH�WRZDUG�REOLJHHV�
$VVLVWDQW�GLVWULFW�DWWRUQH\V�DSSHDU�LQ�FRXUW�ZLWK�PDQ\�REOLJHHV�DQG�UHVSRQG�WR�FRPPLVVLRQHUV¶�TXHVWLRQV�RU�UHTXHVWV IRU�LQIRUPDWLRQ��,W�LV�HDV\�WR�VHH�ZK\�REOLJRUV��SDUWLFXODUO\�WKRVH�ZKR�UHSUHVHQW�WKHPVHOYHV�LQ�FRXUW��WHQG�WR�VHH�WKH�DVVLVWDQW�GLVWULFW�DWWRUQH\V�DV�UHSUHVHQWLQJ�WKH�REOLJHHV�DQG�YLHZ�WKH�V\VWHP�DV�ELDVHG�DJDLQVW�WKHP��7KLV�PD\�HVSHFLDOO\�EH�WUXH�DPRQJ�REOLJRUV�ZKR�DUH�QRW�ZHOO�HGXFDWHG�DQG�QRW�FRQILGHQW�RI�WKHLU�RZQ�DELOLWLHV�WR�XQGHUVWDQG�WKH�JXLGHOLQH�DQG�WKH�FKLOG�VXSSRUW�V\VWHP��)DFLOLWDWRUV��ZKR�JHQHUDOO\�KDYH�EHHQ�RI�JUHDW�KHOS�WR�LQGLJHQW�REOLJRUV��DUH�QRW�VHHQ�DV�YHU\�KHOSIXO�WR�WKRVH�ZKR�DUH�EHWWHU�VLWXDWHG�DQG�LQIRUPHG�EXW�VWLOO�QRWDEOH�WR�DIIRUG�WKH�FRVW�RI�SULYDWH�DWWRUQH\V�
$GGLWLRQDO�,VVXHV
6HHNLQJ�DQ�DGMXVWPHQW�WR�WKH�VXSSRUW�RUGHU�ZDV�UHSRUWHG�E\�SDUWLFLSDQWV�DV�FRVWO\�LQ�WHUPV�RI�����WKH�PRQH\�LQYROYHG������WKH�SHUVRQDO�WLPH�UHTXLUHG�WR�SXUVXH�WKH�DGMXVWPHQW��DQG�����WKH�FDOHQGDU�WLPH�UHTXLUHG�WR�JHW�D�KHDULQJ��)XUWKHUPRUH��SDUWLFLSDQWV�UHSRUWHG�WKDW�UHRSHQLQJ�WKH�FDVH�ZDV�ULVN\�EHFDXVH�LW�JLYHV�WKH�RWKHU�SDUHQW�DQ�RSSRUWXQLW\�WR�FRXQWHU�WKH�UHTXHVW�IRU�GRZQZDUG�DGMXVWPHQW�ZLWK�RQH�IRU XSZDUG�DGMXVWPHQW�RU�DQ�RSSRUWXQLW\�IRU�D�FRPPLVVLRQHU�WR�DOWHU�WKH�RUGHU�LQ�VRPH�RWKHU�ZD\��3DUWLFLSDQWV�DUJXHG�IRU�D�PRUH�VWUHDPOLQHG�DGMXVWPHQW�SURFHVV�VR�WKDW�VXSSRUW�RUGHUV�FRXOG�EH�UHYLVHG�ZKHQ�FLUFXPVWDQFHV�FKDQJH��IRU�H[DPSOH��DQ�REOLJRU�ORVHV�KLVRU�KHU�MRE�RU�WKHUH�LV�QR�PRUH�QHHG�WR�SD\�IRU�FKLOG�FDUH��
7KH�QHHG�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKH�JXLGHOLQH�DQG�VXSSRUW�SURFHVV�ZDV�D�WKHPH�LQ�WKH�%D\�$UHD��3DUWLFLSDQWV�WKHUH�ZHUH�QRW�PHPEHUV�RI�DGYRFDF\�JURXSV�DQG�PRVW�KDG�QRW�³VWXGLHG´�WKH�JXLGHOLQH��7KHLU�IRFXV�ZDV�OHVV�RQ�WKH�VSHFLILFV�RI�WKH�JXLGHOLQH�IDFWRUV��ZKLFK�WKH\�VHHPHG�DZDUH�RI�DQG�FRPIRUWDEOH�ZLWK��WKDQ�RQ�WKH�SURFHVV�XVHG�WR�HVWDEOLVK�D�VXSSRUW�RUGHU��$�FRXSOH�RI�WKH�SDUWLFLSDQWV�UHFRPPHQGHG�WKDW�VRPHRQH�SUHSDUH�D�JXLGH�WR�WKH�SURFHVV�WR�KHOS�SDUHQWV�XQGHUVWDQG�KRZ�WKH�V\VWHP�ZRUNV�
)LQDOO\��WKH�DJJUHVVLYHQHVV�RI�WKH�)UDQFKLVH�7D[�%RDUG�ZDV�YLHZHG�DV�EXUGHQVRPH�WR�WKH�V\VWHP�DV�D�ZKROH�DV�ZHOO�DV�WR�REOLJRUV��7KH�FKDUJHV�WKDW�WKLV�DJHQF\�IUHTXHQWO\�FUHDWHV�VLWXDWLRQV�WKDW�UHTXLUH�WLPH�DQG�HIIRUW�LQ�PXOWLSOH�DJHQFLHV�WR�FRUUHFW�SUREDEO\�FRXOG�EH�GRFXPHQWHG�RU�GLVPLVVHG�ZLWK�DQ�LQGHSHQGHQW�DXGLW�DW�UHDVRQDEOH�FRVW�
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&+$37(5��
5(&200(1'$7,216�
,Q�-XQH�������WKH�-XGLFLDO�&RXQFLO�RI�&DOLIRUQLD�FRQWUDFWHG�ZLWK�3ROLF\�6WXGLHV�,QF��WR�FRQGXFW�D�UHYLHZ�RI�WKH�VWDWH¶V�FKLOG�VXSSRUW�JXLGHOLQH��7KDW�UHYLHZ�LQFOXGHG�WKH�IROORZLQJ�DFWLYLWLHV�� 7KH�FROOHFWLRQ�DQG�DQDO\VLV�RI�FKLOG�VXSSRUW�RUGHU�LQIRUPDWLRQ�IURP�FDVH�ILOHV�� $�UHYLHZ�RI�WKH�SURYLVLRQV�WKDW�RWKHU�VWDWHV¶�JXLGHOLQHV�PDNH�IRU�VHOHFWHG�LVVXHV��LQ�SDUWLFXODU�ORZ�LQFRPH�REOLJRUV��VHFRQG�IDPLOLHV��DQG�WKH�XVH�RI�JURVV�RU�QHW�LQFRPH�WR�FDOFXODWH�WKH�VXSSRUW�REOLJDWLRQ�� $GPLQLVWUDWLRQ�RI�D�VXUYH\�RI�SHRSOH�ZKR�XVH�WKH�JXLGHOLQH��IRU�H[DPSOH��MXGJHV��IDPLO\�ODZ�DWWRUQH\V��DQG�DGYRFDWHV�IRU�SDUHQWV�DQG�FKLOGUHQ��WR�HVWDEOLVK�DQG�PRGLI\�VXSSRUW�RUGHUV�� $Q�DQDO\VLV�RI�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ��DQG� )RFXV�JURXSV�DQG�LQWHUYLHZV�ZLWK�SDUHQWV�ZKR�KDYH�H[SHULHQFH�ZLWK�WKH�JXLGHOLQH�
7KH�VXPPDU\�RI�ILQGLQJV�IURP�WKHVH�DFWLYLWLHV�LV�LQFOXGHG�LQ�WKH�SUHFHGLQJ�VHFWLRQV�RI�WKLV�UHSRUW��,Q�WKLV�VHFWLRQ��UHFRPPHQGDWLRQV�DUH�SURYLGHG�IRU�WKUHH�NH\�JXLGHOLQH�LVVXHV�WKDW�ZHUH�WKH�SULPDU\�IRFXV�RI�WKH�UHYLHZ��7KRVH�LVVXHV�LQFOXGH�� 7UHDWPHQW�RI�ORZ�LQFRPH�REOLJRUV�� 8VH�RI�JURVV�RU�QHW�LQFRPH�DV�D�EDVH�WR�XVH�LQ�FDOFXODWLQJ�WKH�FKLOG�VXSSRUW�REOLJDWLRQ��DQG� 7UHDWPHQW�RI�DGGLWLRQDO�GHSHQGHQWV�
7KHVH�UHFRPPHQGDWLRQV�WR�WKH�/HJLVODWXUH�LQGLFDWH�WKRVH�DUHDV�ZKHUH�WKH�H[LVWLQJ�VWDWXWRU\�VFKHPH�DSSHDUV�WR�EH�IXQFWLRQLQJ�DGHTXDWHO\��WKRVH�DUHDV�ZKHUH�VSHFLILF�FKDQJHV�VKRXOG�EH FRQVLGHUHG�LQ�WKH�LQWHUHVW�RI�WKH�DGPLQLVWUDWLRQ�RI�MXVWLFH��DQG�WKRVH�DUHDV�ZKHUH�WKH�H[LVWLQJ�VWDWXWRU\�VFKHPH�DSSHDUV�WR�QHHG�PRGLILFDWLRQ�EDVHG�XSRQ�WKH�/HJLVODWXUH¶V�UHYLHZ�RI�YDULRXV�UHPHGLDO�RSWLRQV�
75($70(17�2)�/2:�,1&20(�2%/,*256
%DFNJURXQG
7KHUH�DUH�WKUHH�SURYLVLRQV�LQ�WKH�H[LVWLQJ�JXLGHOLQH�RI�PRVW�UHOHYDQFH�WR�ORZLQFRPHREOLJRUV�
/RZ�,QFRPH�$GMXVWPHQW
7KH�FRXUW�PXVW�UXOH�RQ�ZKHWKHU�D�ORZ�LQFRPH�DGMXVWPHQW�VKDOO�EH�PDGH�LI�WKH�REOLJRU¶V�QHW�LQFRPH�LV�OHVV�WKDQ��������SHU�PRQWK��,I�WKH�FRXUW�UXOHV�LQ�IDYRU�RI�WKH�DGMXVWPHQW��LW�VKDOO�UHGXFH�WKH�IRUPXOD�GHWHUPLQHG�VXSSRUW�DPRXQW�E\�DQ�DPRXQW�WKDW�LV�QR�JUHDWHU�WKDQ�WKH�IRUPXOD�GHWHUPLQHG�DPRXQW�PXOWLSOLHG�E\�D�IUDFWLRQ��WKH�QXPHUDWRU�RI�ZKLFK�LV�������PLQXV�WKH�REOLJRU¶V�QHW�PRQWKO\�LQFRPH�DQG�WKH�GHQRPLQDWRU�RI�ZKLFK�LV��������)DP��&RGH���������E�������7KH�FRXUW�WKHQ�KDV�WKH�GLVFUHWLRQ�RI�RUGHULQJ�DQ�DPRXQW�DQ\ZKHUH�ZLWKLQ�WKH�UDQJH�RI�WKH�IRUPXOD�DPRXQW�DQG�WKH�UHVXOW�RI�WKH�DERYH�FDOFXODWLRQ��7KH�FRXUW�PXVW�MXVWLI\�WKH�DOORZDQFH�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW�E\�LQGLFDWLQJ�RQ�WKH�UHFRUG�RU�LQ�ZULWLQJ�WKH�UHDVRQV�IRU�WKH�DGMXVWPHQW�DQG�WKH�VXSSRUWLQJ�XQGHUO\LQJ�IDFWV�
$XWRPDWLRQ�RI�WKH�/RZ�,QFRPH�$GMXVWPHQW
7KH�&DOLIRUQLD�)DPLO\�&RGH�SURYLGHV�WKDW�LI�WKH�FRXUW�XVHV�D�FRPSXWHU�WR�FDOFXODWH WKH�FKLOG�VXSSRUW�RUGHU��WKH�FRPSXWHU�SURJUDP�VKDOO�QRW�DXWRPDWLFDOO\�GHIDXOW�DIILUPDWLYHO\�RU�QHJDWLYHO\�RQ�ZKHWKHU�D�ORZ�LQFRPH�DGMXVWPHQW�LV�WR�EH�DSSOLHG��,I�WKH�ORZ�LQFRPH�DGMXVWPHQW�LV�DSSOLHG��WKH�FRPSXWHU�SURJUDP�VKDOO�QRW�SURYLGH�WKH�DPRXQW�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW��,QVWHDG�WKH�FRPSXWHU�SURJUDP�VKDOO�DVN�WKH�XVHU�ZKHWKHU�RU�QRW�WR�DSSO\�WKH�ORZ�LQFRPH�DGMXVWPHQW��DQG��LI�DQVZHUHG�DIILUPDWLYHO\��WKH�FRPSXWHU�SURJUDP�VKDOO�SURYLGH�WKH�UDQJH�RI�WKH�SHUPLWWHG�DGMXVWPHQW��)DP��&RGH����������F���
3UHVXPHG�,QFRPH
7KH�)DPLO\�&RGH�DGGUHVVHV�WKH�VLWXDWLRQ�ZKHUH�WKH�REOLJRU¶V�LQFRPH�LV�XQNQRZQ�DQG�WKH�RUGHU�LV�EHLQJ�HVWDEOLVKHG�E\�D�ORFDO�FKLOG�VXSSRUW�DJHQF\��,I�WKH�REOLJRU¶V�LQFRPH�RU�LQFRPH�KLVWRU\�LV�XQNQRZQ�WR�WKH�ORFDO�FKLOG�VXSSRUW�DJHQF\��LQFRPH VKDOO�EH�SUHVXPHG�WR�EH�DQ�DPRXQW�WKDW�UHVXOWV�LQ�D�FRXUW�RUGHU�HTXDO�WR�WKH�PLQLPXP�EDVLF�VWDQGDUG�RI�DGHTXDWH�FDUH�IRU�WKH�VXSSRUWHG�FKLOG�RU�FKLOGUHQ��)DP��&RGH����������G�������$�VFKHGXOH�RI�VXSSRUW�RUGHU�DPRXQWV�LV�SXEOLVKHG�DQQXDOO\�WKDW�OLQNV�SUHVXPHG�LQFRPH�DQG�UHVSHFWLYH�SUHVXPHG�RUGHU�DPRXQWV���,Q�VWDWH�ILVFDO�\HDU�����±������IRU�H[DPSOH��WKH�SUHVXPHG�LQFRPH�IRU�DQ�REOLJRU�ZLWK�RQH�FKLOG�WR�EH�VXSSRUWHG�ZDV��������SHU�PRQWK��7KH�FKLOG�VXSSRUW�RUGHU�DPRXQW�IRU�WKDW�LQFRPH�OHYHO�ZDV������SHU�PRQWK�
2YHUYLHZ�RI�WKH�/RZ�,QFRPH�,VVXH
7KHUH�DUH�IRXU�TXHVWLRQV�WKH�-XGLFLDO�&RXQFLO�PXVW�DGGUHVV�LQ�UHYLHZLQJ�KRZ�WKH�JXLGHOLQH�WUHDWV�ORZ�LQFRPH�REOLJRUV�� ,V�WKH�WKUHVKROG�WKH�JXLGHOLQH�XVHV�WR�GHWHUPLQH�HOLJLELOLW\�IRU�D�ORZ�LQFRPH�DGMXVWPHQW�WR�WKH�VXSSRUW�RUGHU�DGHTXDWH"� ,V�WKH�PHWKRG�XVHG�WR�DGMXVW�WKH�VXSSRUW�RUGHU�DSSURSULDWH"� 6KRXOG�WKH�DGMXVWPHQW�WKUHVKROG�DQG�DGMXVWPHQW�DPRXQW�EH�SUHVXPSWLYH�RU�DGYLVRU\�RQ�WKH�FRXUW"� :KDW�LQFRPH�VKRXOG�EH�SUHVXPHG�ZKHQ�WKH�REOLJRU¶V�LQFRPH�LV�XQNQRZQ�DQG�WKH�VXSSRUW RUGHU�LV�EHLQJ�HVWDEOLVKHG�E\�WKH�ORFDO�FKLOG�VXSSRUW�DJHQF\"
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/RZ�,QFRPH�7KUHVKROG
$�FRPPRQ�WKHPH�LQ�WKH�UHVSRQVHV�WR�WKH�VXUYH\�RI�JXLGHOLQH�XVHUV�ZDV�WKDW�WKH�WKUHVKROG�RI��������QHW�LQFRPH�SHU�PRQWK�IRU�DSSOLFDWLRQ�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW�LV�WRR�ORZ��:KHQ�DVNHG�ZKDW�FKDQJHV�WKH�LQGLYLGXDOV�EHLQJ�VXUYH\HG�ZRXOG�UHFRPPHQG�WR�WKH�ORZ�LQFRPH�DGMXVWPHQW��WKH�KLJKHVW�LQFRPH�WKUHVKROG�UHFRPPHQGHG�ZDV��������QHW�LQFRPH�SHU�PRQWK��2WKHU�UHVSRQGHQWV�UHFRPPHQGHG�WKDW�WKH�JXLGHOLQH�LQFOXGH�D�WKUHVKROG�UDQJH WKDW�WRRN�LQWR�DFFRXQW�GLIIHUHQFHV�LQ�WKH�FRVW�RI�OLYLQJ�DPRQJ�&DOLIRUQLD¶V�FRXQWLHV��,Q�WKHLU�RSLQLRQ��WKH�WKUHVKROG�RI��������PD\�ZRUN�LQ�VRPH�FRXQWLHV��EXW�QRW�LQ�RWKHUV�
$�FRPPHQW�E\�WKH�&DOLIRUQLD�'HSDUWPHQW�RI�&KLOG�6XSSRUW�6HUYLFHV�QRWHG�WKDW�WKH�ORZ�LQFRPH�DGMXVWPHQW�WKUHVKKROG�PD\�QHHG�WR�EH�UHYLVHG�FRQVLGHULQJ�&DOLIRUQLD¶V�QHZ�PLQLPXP�ZDJH��HIIHFWLYH�-DQXDU\����������$�IXOO�WLPH�PLQLPXP�ZDJH�ZRUNHU�PD\�EH�HLWKHU�LQHOLJLEOH�IRU�D�ORZ�LQFRPH�DGMXVWPHQW�RU�WKH�DGMXVWPHQW�ZLOO�EH�D�YHU\�VPDOO�DPRXQW�
$OWKRXJK�HDFK�VWDWH�LV�XQLTXH��LW�VKRXOG�EH�QRWHG�WKDW�WKH�H[LVWLQJ�REOLJRU�WKUHVKROG�RI��������QHW�LQFRPH�SHU�PRQWK�LV�RQ�WKH�KLJK�HQG�UHODWLYH�WR�RWKHU�VWDWHV��$V�GLVSOD\HG�LQ�&KDSWHU�)RXU��WKH�LQFRPH�WKUHVKROG�PDQ\�VWDWHV�XVH�EHIRUH�WKH\�HVWDEOLVK�PLQLPXP�RUGHU�DPRXQWV�LV������SHU�PRQWK�QHW�LQFRPH��7KLV�LV�HTXLYDOHQW�WR�WKH�IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ�LQ�������,Q�KLJKLQFRPH�VWDWHV��VXFK�DV�1HZ�<RUN�DQG�&RQQHFWLFXW���WKH�WKUHVKROG�LV�KLJKHU��,Q�1HZ�<RUN��IRU�H[DPSOH��WKH�ORZ�LQFRPH�DGMXVWPHQW�IRUPXOD�LV�����SHUFHQW�RI�WKH�IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ��ZKLFK�IRU������SXWV�LW�DW������QHW�LQFRPH�SHU�PRQWK��,Q�&RQQHFWLFXW��WKH�LQFRPH�WKUHVKROG�XVHG�IRU�DSSO\LQJ�WKH�ORZLQFRPH�DGMXVWPHQW�YDULHV�GHSHQGLQJ�XSRQ�WKH�QXPEHU�RI�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�EHLQJ�DZDUGHG��)RU�REOLJRUV�ZLWK�RQH�FKLOG��WKH�WKUHVKROG�LV������QHW�LQFRPH�SHU�PRQWK��ZKLOH�IRU�VL[�FKLOGUHQ�WKH�WKUHVKROG�LV��������SHU�PRQWK�
6HOI�6XSSRUW�5HVHUYH
0RVW�VWDWHV�DOORZ�WKH�REOLJRU�D�VHOI�VXSSRUW�UHVHUYH��WKDW�LV��HQRXJK�LQFRPH�DIWHU�WKH�SD\PHQW�RI�FKLOG�VXSSRUW�DQG�WD[HV�WR�PDLQWDLQ�DW�OHDVW�D�VXEVLVWHQFH�OHYHO�RI�OLYLQJ��7\SLFDOO\��WKLV�DPRXQW�LV�UHODWHG�WR�WKH�IHGHUDO�SRYHUW\�JXLGHOLQH�IRU�RQH�SHUVRQ���7KH������SRYHUW\�JXLGHOLQH�IRU�RQH�SHUVRQ�LV������QHW�LQFRPH�SHU�PRQWK���7KH�VXSSRUW�RUGHU�LV�VHW�DW�WKH�GLIIHUHQFH��RU�D�SURSRUWLRQ�RI�WKH�GLIIHUHQFH��EHWZHHQ�WKH�REOLJRU¶V�QHW�LQFRPH�DQG�WKH�VHOI�VXSSRUW�UHVHUYH��VHH�([KLELW����� S�� IRU�D�VWDWH�E\�VWDWH�VXPPDU\���$QRWKHU�DSSURDFK�LV�GHPRQVWUDWHG�E\�WKH�QRZ�UHSHDOHG�$JQRV�&KLOG�6XSSRUW�6WDQGDUGV�$FW�RI�������LQ�ZKLFK�&DOLIRUQLD�SURYLGHG�D�VHOI�VXSSRUW�UHVHUYH�IRU�WKH�SD\LQJ�SDUHQW�EDVHG�XSRQ�WKH�PLQLPXP�EDVLF�VWDQGDUGV�RI�DGHTXDWH�FDUH��0%6$&���0%6$&�LV�D�ILJXUH�FDOFXODWHG�WR�WDNH�LQWR�DFFRXQW�WKH�DPRXQW�RI�PRQH\�QHHGHG�WR�PHHW�D�SHUVRQ¶V�EDVLF�QHHGV�DV�GHWHUPLQHG�E\�WKH�&DOLIRUQLD�6WDWH�'HSDUWPHQW�RI�6RFLDO�6HUYLFHV��VHH�:HOI��DQG�,QVW��&RGH������������7KLV�ILJXUH�LV�DGMXVWHG�HDFK�\HDU�DQG�LV�FXUUHQWO\������SHU�PRQWK�
7KH�FXUUHQW�&DOLIRUQLD�JXLGHOLQH�GRHV�QRW�DOORZ�D�VHOI�VXSSRUW�UHVHUYH�IRU�WKH�REOLJRU��7KHUHIRUH��LW�LV�IHDVLEOH�IRU�DQ�REOLJRU�ZLWK�QHW�LQFRPH�DERYH��������SHU�PRQWK²KHQFH��LQHOLJLEOH�IRU�WKH�ORZ�LQFRPH�DGMXVWPHQW�XQGHU�WKH�&DOLIRUQLD�JXLGHOLQH²WR�EH�OHIW�ZLWK�LQFRPH�EHORZ�WKH�SRYHUW\�OHYHO��7KLV�LV�SDUWLFXODUO\�WUXH�IRU�FDVHV�ZLWK�WKUHH�RU�PRUH�FKLOGUHQ�RU�IRU�FDVHV�ZLWK�DGGLWLRQDO�FKLOGUHODWHG�H[SHQGLWXUHV��IRU�H[DPSOH��IRU�FKLOG�FDUH�RU�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV���7KH�IROORZLQJ�VFHQDULR�LV�D�JRRG�H[DPSOH��WKH�SDUHQWV�KDYH�WKUHH�FKLOGUHQ��WKHLU�LQFRPHV�DUH�HTXDO���������SHU�PRQWK�QHW���DQG�WKH�SD\LQJ�SDUHQW�KDV�SULPDU\�SK\VLFDO�UHVSRQVLELOLW\�IRU�WKH�FKLOGUHQ����SHUFHQW�RI�WKH�WLPH��8VLQJ�WKH�JXLGHOLQH�IRUPXOD��WKH�PRQWKO\�FKLOG�VXSSRUW�REOLJDWLRQ�ZRXOG�EH�������$IWHU�SD\PHQW�RI�WKH�FKLOG�VXSSRUW�RUGHU��WKH�REOLJRU�ZRXOG�KDYH�DYDLODEOH�LQFRPH�RI�������ZKLFK�SXWV�KLP�RU�KHU�EHORZ�WKH������IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ�
$QRWKHU�LVVXH��DQG�RQH�WKDW�RWKHU�VWDWHV¶�JXLGHOLQHV�DGGUHVV��LV�ZKHWKHU�WKH�VHOIVXSSRUW�UHVHUYH�VKRXOG�EH�PDGH�EHIRUH�RU�DIWHU�DGG�RQV��VXFK�DV�IRU�FKLOG�FDUH��H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV��DQG�RWKHU�DGGLWLRQDO�FKLOG�UHODWHG�H[SHQVHV���0RVW�VWDWHV�WKDW�LQFRUSRUDWH�D�VHOI�VXSSRUW�UHVHUYH�DQG�ORZ�LQFRPH�DGMXVWPHQW�DSSO\�WKHP�EHIRUH�WKH�DGG�RQV�DUH�DSSOLHG��+RZHYHU��LQ�VRPH�VLWXDWLRQV��ZKHUH�WKH�VHOI�VXSSRUW�UHVHUYH�LV�DSSOLHG�EHIRUH�DGGLQJ�WKH�DGG�RQV�WR�WKH�EDVH�VXSSRUW��WKH�SD\LQJ�SDUHQW�PD\�DFWXDOO\�EH�OHIW�ZLWK�LQFRPH�VXEVWDQWLDOO\�EHORZ�WKH�VHOIVXSSRUW�UHVHUYH��)RU�LQVWDQFH��WKLV�FRXOG�EH�WKH FDVH�XVLQJ�WKH�DERYH�H[DPSOH�RI�WKH�SD\LQJ�SDUHQW�ZLWK�WKUHH�FKLOGUHQ�LI�WKHUH�ZDV�D�FKLOG�FDUH�DGG�RQ�RI�������7KH�SD\LQJ�SDUHQW�KDV�QHW�PRQWKO\�LQFRPH�RI��������SHU�PRQWK�DQG�D�EDVH�FKLOG�VXSSRUW�REOLJDWLRQ�RI������IRU�WKUHH�FKLOGUHQ��7KLV�REOLJDWLRQ�ZRXOG�OHDYH�WKH�SD\LQJ�SDUHQW�ZLWK������SHU�PRQWK��,I�WKH�IHGHUDO�SRYHUW\�JXLGHOLQH�ZDV�XVHG�DV�WKH�VHOI�VXSSRUW�UHVHUYH�������IRU�RQH�SHUVRQ���WKH�EDVH�FKLOG�VXSSRUW�ZRXOG�EH�UHGXFHG�WR������LQ�RUGHU�WR�DOORZ�WKH�SDUHQW�D�VHOI�VXSSRUW�UHVHUYH�HTXDO�WR�WKH�SRYHUW\�OHYHO��+RZHYHU��LI�WKHUH�ZDV�DQ�RUGHU�IRU�WKH�SDUWLHV�WR�VKDUH�DQ�DGGLWLRQDO������SHU�PRQWK�LQ�FKLOG�FDUH�������SDLG�E\�HDFK�SDUHQW���WKH�SD\LQJ�SDUHQW�ZRXOG�WKHQ�EH�OHIW�ZLWK������SHU�PRQWK��ZKLFK�LV�ZHOO�EHORZ�WKH�SRYHUW\�OHYHO�
'LVFUHWLRQDU\�$SSOLFDWLRQ
$V�HYLGHQW�IURP�WKH�FDVH�ILOH�UHYLHZ�ILQGLQJV��WKH�ORZ�LQFRPH�DGMXVWPHQW�LV�DSSOLHG�LQIUHTXHQWO\��WKDW�LV��LQ���SHUFHQW�RI�WKH�HOLJLEOH�FDVHV���,W�LV�QRW�FHUWDLQ�ZK\�WKH�IUHTXHQF\�LV�VR�ORZ��2QH�SRVVLEOH�H[SODQDWLRQ�LV�WKDW�WKH�ORZ�LQFRPH�DGMXVWPHQW�IRUPXOD�LV�WRR�FRPSOH[�WR�FRPSXWH�PDQXDOO\��DOWKRXJK�QR�RQH�PHQWLRQHG�WKDW�SUREOHP�LQ�WKH�UHVSRQVHV�WR�WKH�JXLGHOLQH�XVHUV¶�VXUYH\��7KH�XVHU�RI�WKH�DXWRPDWHG�JXLGHOLQH�FRPSXWHU�SURJUDP�PXVW�DIILUP�WKDW�WKH�ORZ�LQFRPH�DGMXVWPHQW�LV�WR�EH�DSSOLHG�EHIRUH�WKH�VXSSRUW�RUGHU�LV�FDOFXODWHG��7KLV��LQ�LWVHOI��PD\�EH�D�SUREOHP��VLQFH�WKH�SHUVRQ�XVLQJ�WKH�DXWRPDWHG�JXLGHOLQH�FDOFXODWRU�PD\�QRW�EH�WKH�MXGJH�RU�FRPPLVVLRQHU�VLJQLQJ�WKH�RUGHU��$�FOHUN�RU�DWWRUQH\�PD\�XVH�WKH�DXWRPDWHG�ZRUNVKHHW�DQG�WKHQ�SURYLGH�WKH�SULQWRXW�WR�WKH�MXGJH�RUFRPPLVVLRQHU��$Q�LQGLFDWRU�IRU�ORZ�LQFRPH�DGMXVWPHQW�DSSOLHG�RU�QRW�DSSOLHG�ZDV�QRW�REVHUYHG�RQ�DQ\�RI�WKH�FRPSXWHU�SULQWRXWV�RI�JXLGHOLQH�FDOFXODWLRQV�WKDW�ZHUH�UHYLHZHG�LQ�WKH�FDVH�ILOHV�
7KH�ODUJH�QXPEHU�RI�VXSSRUW�RUGHUV�HQWHUHG�E\�GHIDXOW�PD\�DOVR�FRQWULEXWH�WR�WKH�LQIUHTXHQW�DSSOLFDWLRQ�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW��7KH�SDUW\�VHHNLQJ�VXSSRUW�PD\�EH�XQOLNHO\�WR�SURSRVH�DQ�RUGHU�ZLWK�WKH�DGMXVWPHQW�WKDW�ZRXOG�UHVXOW�LQ�D�ORZHU�VXSSRUW�DPRXQW�
)XUWKHU��REVHUYDWLRQV�RYHU�WKH�\HDUV�RI�KRZ�VWDWHV�DSSO\�WKHLU�JXLGHOLQHV�VXJJHVW�WKDW�MXGJHV�DQG�FRPPLVVLRQHUV�HLWKHU�FRQVLVWHQWO\�DSSO\�D�GLVFUHWLRQDU\�DGMXVWPHQW�RU�FRQVLVWHQWO\�GR�QRW�DSSO\�D�GLVFUHWLRQDU\�DGMXVWPHQW�
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3UHVXPHG�,QFRPH
%DVHG�RQ�LQIRUPDWLRQ�FRPSLOHG�E\�WKH�IHGHUDO�2IILFH RI�WKH�,QVSHFWRU�*HQHUDO��GLVFXVVHG�LQ�&KDSWHU�)RXU������VWDWHV�LPSXWH�LQFRPH�ZKHQ�LQFRPH�LV�XQNQRZQ��$PRQJ�WKRVH�VWDWHV�����RI�WKHP�EDVH�LW�RQ�WKH�SUHVXPSWLRQ�WKDW�WKH�REOLJRU�LV�HPSOR\HG�DW�D�IXOO�WLPH��PLQLPXP�ZDJH�MRE��7KLV�UHVXOWV�LQ�D�SUHVXPHG�JURVV PRQWKO\�LQFRPH�RI������SHU�PRQWK�������SHU�PRQWK�QHW�LQFRPH�LQ�&DOLIRUQLD��7KLV�LV�IDU�ORZHU�WKDQ�WKH�LQFRPH�SUHVXPHG�XQGHU�)DPLO\�&RGH�VHFWLRQ�������G������ZKLFK�ZDV��������SHU�PRQWK�IRU�RQH�FKLOG�DQG�KLJKHU�DPRXQWV�IRU�PRUH�FKLOGUHQ�LQ�ILVFDO�\HDU�����±������7KH�&DOLIRUQLD�SUHVXPSWLRQ�UHVXOWV�LQ�RUGHU�DPRXQWV�VLJQLILFDQWO\�KLJKHU�WKDQ�WKRVH�RUGHUHG�LQ�WKH�UHVW�RI�WKH�QDWLRQ�
)RU�DOO�RWKHU�VWDWHV��WKH�PHGLDQ�PRQWKO\�RUGHU�DPRXQWV²DVVXPLQJ�WKDW�WKH�REOLJRU�LV�HPSOR\HG�IXOO�WLPH�DW�PLQLPXP�ZDJH�DQG�WKH�REOLJHH¶V�LQFRPH�LV���² ZRXOG�EH������IRU�RQH�FKLOG�DQG������IRU�WZR�FKLOGUHQ��7KH�UDQJH�LV�����WR������SHU�PRQWK�IRU�RQH�FKLOG��DQG�����WR������SHU�PRQWK�IRU�WZR�FKLOGUHQ��,Q�VKRUW��ZKHQ�WKH�REOLJRU¶V�LQFRPH�LV�XQNQRZQ��&DOLIRUQLD�VHWV�RUGHU�DPRXQWV�WKDW�DUHPXFK�KLJKHU�WKDQ�RUGHU�DPRXQWV�LQ�RWKHU�VWDWHV�
5HJDUGOHVV�RI�WKLV�IDFW��WKHUH�DUH�QR�VWDQGDUGV�WR�IROORZ��,QGHHG��WKH�LVVXH�RI�HQWHULQJ�GHIDXOW�RUGHUV�DQG�LPSXWLQJ�LQFRPH�ZKHQ�LQFRPH�LV�XQNQRZQ�KDV�EHFRPH�D�QDWLRQDO�FRQFHUQ��,W�LV�IUHTXHQWO\�D�WRSLF�DW QDWLRQDO�FKLOG�VXSSRUW�FRQIHUHQFHV�DQG�LV�D�WRSLF�WKH�1DWLRQDO�&KLOG�6XSSRUW�(QIRUFHPHQW�$VVRFLDWLRQ�KDV�UHFRPPHQGHG�IRU�IXUWKHU�VWXG\��7KH�KLVWRULFDO�SUHPLVH�ZDV�WKDW�QRWLILFDWLRQ�RI�D�GHIDXOW�RUGHU�ZRXOG�PRWLYDWH�WKH�QRQFXVWRGLDO�SDUHQW�WR�SURYLGH�DFFXUDWH�ILQDQFLDO�LQIRUPDWLRQ�WR�WKH�FRXUWV��&XUUHQWO\��WKHUH�LV�QR�NQRZQ�UHVHDUFK�WR�SURYH�RU�GLVSURYH�WKLV�SUHPLVH��EXW�VHYHUDO�VWDWHV�GHVLUH�UHVHDUFK�RQ�WKH�LVVXH��
&DOLIRUQLD�DSSOLHV�SUHVXPHG�LQFRPH�LQ�FDVHV�EHLQJ�HVWDEOLVKHG�E\�WKH�ORFDO�FKLOG�VXSSRUW�DJHQFLHV�ZKHUH�WKH�REOLJRU
V�LQFRPH�RU�LQFRPH�KLVWRU\�LV�XQNQRZQ�WR�WKDW�DJHQF\��$FFRUGLQJ�WR�WKH�IHGHUDO�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO��WKLV�LV�W\SLFDOO\�LQ�VLWXDWLRQV�ZKHUH�WKH�REOLJRU�IDLOV�WR�DSSHDU�RU�SURYLGH�GRFXPHQWDWLRQ�RI�KLV�RU�KHU�LQFRPH��(YHQ�LQ�WKHVH�FLUFXPVWDQFHV��DJHQF\�FDVHZRUNHUV�W\SLFDOO\�VHDUFK�DXWRPDWHG�VWDWH�GDWDEDVHV�DQG�WD[�UHFRUGV�IRU�LQFRPH�LQIRUPDWLRQ��,I�QR�LQFRPH�RU�LQFRPH�KLVWRU\�LV�IRXQG��D�SURSRVHG�MXGJPHQW�LV�SUHSDUHG�EDVHG�XSRQ�SUHVXPHG�LQFRPH��FXUUHQWO\��������SHU�PRQWK�IRU RQH�FKLOG���,I�WKH�REOLJRU�GRHV�QRW�ILOH�DQ�DQVZHU��D�GHIDXOW�MXGJPHQW�LV�DXWRPDWLFDOO\�HQWHUHG�EDVHG�XSRQ�WKLV�SUHVXPHG�DPRXQW��7KH�KLVWRULFDO�SUHPLVH�ZDV�WKDW�WKH�VHWWLQJ�RI�GHIDXOW�RUGHUV�DW�KLJK�OHYHOV�ZRXOG�UHVXOW�LQ�QRQFXVWRGLDO�SDUHQWV�FRPLQJ�IRUZDUG�WR�SURYLGH�DFFXUDWH�ILQDQFLDO�LQIRUPDWLRQ�WR�WKH�FRXUWV��:KLOH�WKHUH�LV�D�VWDWXWRU\�SHULRG�IRU�WKH�VHWWLQJ�DVLGH�RI�WKHVH�GHIDXOWV��VHH�&RGH�&LY��3URF��������DQG�)DP��&RGH�����������REOLJRUV�ZKR�IDLO�WR�WLPHO\�VHW�DVLGH�WKH�GHIDXOW�PD\�EH�VDGGOHG�ZLWK�ODUJH�DUUHDUDJHV�WKDW�ZHUH�QHYHU�EDVHG�XSRQ�WKHLU�DFWXDO�DELOLW\�WR�SD\�VXSSRUW��7KH�'HSDUWPHQW�RI�&KLOG�6XSSRUW�6HUYLFHV¶�³&ROOHFWLELOLW\�6WXG\´�E\�WKH�8UEDQ�,QVWLWXWH��GXH�WR�EH�SXEOLVKHG�LQ�'HFHPEHU�������PD\�SURYLGH�LPSRUWDQW�HPSLULFDO�GDWD�UHJDUGLQJ�WKH�LPSDFW�DQG�YDOLGLW\�RI�WKH�FXUUHQW�DSSURDFK�WR�SUHVXPHG�LQFRPH�
5HFRPPHQGDWLRQV�5HJDUGLQJ�7UHDWPHQW�RI�/RZ�,QFRPH�2EOLJRUV
,QFRPH�7KUHVKROG
,I�&DOLIRUQLD�LQWHQGV�WR�LQFOXGH�DQ�LQFRPH�WKUHVKROG�LQ�WKH�FKLOG�VXSSRUW�JXLGHOLQH�IRU�DSSOLFDWLRQ�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW��WKHQ�WKH�WKUHVKROG�QRZ�XVHG�WR�GHWHUPLQH�WKH�REOLJRU¶V�HOLJLELOLW\²�������QHW�LQFRPH�SHU�PRQWK² VKRXOG�EH�UHYLHZHG��,W�LV�KLJKHU�WKDQ�WKDW�RI�PRVW�VWDWHV��EXW�FORVH�WR�WKH�DPRXQW�LQ�KLJK�LQFRPH�VWDWHV��IRU�H[DPSOH��&RQQHFWLFXW�DQG�1HZ�<RUN���$OVR��LW�H[FHHGV�WKH�IHGHUDO�SRYHUW\�VWDQGDUGV�IRU�D�VLQJOH�SHUVRQ��1HYHUWKHOHVV��WKH�YDULDELOLW\�LQ�WKH�FRVW�RI�OLYLQJ�DPRQJ�&DOLIRUQLD�FRXQWLHV�WKDW�VXUYH\�UHVSRQGHQWV�KLJKOLJKWHG�LV�DSSUHFLDWHG��,Q�DGGLWLRQ��DV�WKH�REOLJRU¶V�LQFRPH�DSSURDFKHV��������SHU�PRQWK��WKH�DPRXQW�RI�WKH�DGMXVWPHQW�EHFRPHV�LQFUHDVLQJO\�VPDOO��8QGHU�&DOLIRUQLD¶V�QHZ�PLQLPXP�ZDJH�ODZ��PDQ\�IXOO�WLPH�PLQLPXP�ZDJH�HDUQHUV�ZLOO�EHLQHOLJLEOH�IRU�WKH�DGMXVWPHQW�RU�UHFHLYH�RQO\�D�QRPLQDO�DGMXVWPHQW�
2QH�GLIILFXOW\�ZLWK�HVWDEOLVKLQJ D�IL[HG�WKUHVKROG�LV�WKDW�DQ\RQH�ZKRVH�LQFRPH�LV�HYHQ�VOLJKWO\�DERYH�WKH�WKUHVKROG�PD\�QRW�TXDOLI\�IRU�D�ORZ�LQFRPH�DGMXVWPHQW��$QRWKHU�DSSURDFK��ZKLFK�FRXOG�EH�XVHG�HLWKHU�LQVWHDG�RI�WKH�ORZ�LQFRPH�DGMXVWPHQW�RU�LQ�DGGLWLRQ�WR�LW��LV�WR�LQFRUSRUDWH�D�VHOI�VXSSRUW�UHVHUYH�GLUHFWO\�LQWR�WKH�JXLGHOLQH�WR�HQVXUH�WKDW�WKH�REOLJRU�KDV�HQRXJK�LQFRPH�DIWHU�SD\PHQW�RI�WKH�VXSSRUW�REOLJDWLRQ�WKDW�KH�RU�VKH�FDQ�PDLQWDLQ�DW�OHDVW�D�PLQLPXP�VWDQGDUG�RI�OLYLQJ��$�GLVFXVVLRQ�RI�KRZ�D�VHOI�VXSSRUW�UHVHUYH�FRXOG�EH�LQFRUSRUDWHG�LQWR�WKH�H[LVWLQJ�JXLGHOLQH�LV�SURYLGHG�EHORZ�
$GMXVWPHQW�)RUPXOD
$V�SUHYLRXVO\�LOOXVWUDWHG��WKHUH�DUH�VLWXDWLRQV�XQGHU�WKH�H[LVWLQJ�JXLGHOLQH�ZKHUH�SD\PHQW�RI�WKH�JXLGHOLQH�GHWHUPLQHG�DPRXQW�ZRXOG�OHDYH�WKH�REOLJRU�ZLWK�LQFRPH�EHORZ�WKH�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ��7KH�/HJLVODWXUH�VKRXOG�FRQVLGHU�WKH�IROORZLQJ�RSWLRQV�DV�SRWHQWLDO�DSSURDFKHV�WR�DGGUHVVLQJ�WKLV�VLWXDWLRQ��EXW�WKHVH�DSSURDFKHV�FRXOG�EH�FRQVLGHUHG�LQ�FRPELQDWLRQ�ZLWK�RWKHU�DGMXVWPHQWV�PHQWLRQHG�LQ�WKLV�VHFWLRQ�� 5HSODFH�)DPLO\�&RGH�VHFWLRQ������E�����ZLWK�DQ�DGMXVWPHQW�EDVHG�RQ�D�VHOIVXSSRUW�UHVHUYH�RU�DGRSW�D�VHOI�VXSSRUW�UHVHUYH�LQ�DGGLWLRQ�WR�WKH�ORZ�LQFRPH�DGMXVWPHQW��7KHUH�DUH�WZR�PHWKRGV�RI�DSSO\LQJ�D�VHOI�VXSSRUW�UHVHUYH��
2QH�PHWKRG�LV�WR�FRPSXWH�WKH�ORZ�LQFRPH�DGMXVWHG�RUGHU DV�D�SURSRUWLRQ�RI�WKH�GLIIHUHQFH�EHWZHHQ�REOLJRU�QHW�LQFRPH�DQG�WKH�VHOI�VXSSRUW�UHVHUYH��7KH�SURSRUWLRQ�FRXOG�EH�RQ�D�VOLGLQJ�VFDOH�WKDW�LQFUHDVHV�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ��IRU�H[DPSOH�����SHUFHQW�IRU�RQH�FKLOG�����SHUFHQW�IRU�WZR�FKLOGUHQ�����SHUFHQW�IRU�WKUHH�FKLOGUHQ�DQG�VR�IRUWK��
7R�LOOXVWUDWH�KRZ�WKLV�ZRXOG�ZRUN��DVVXPH�DQ�REOLJRU�KDV�WKUHH�FKLOGUHQ�DQG�WKH�REOLJRU¶V�QHW�LQFRPH�LV��������SHU�PRQWK��7KH�REOLJRU¶V�LQFRPH�DYDLODEOH�IRU�FKLOG�VXSSRUW�ZRXOG�EH��������������± ������ZKLFK�LV�WKH�IHGHUDO�SRYHUW\�OHYHO�IRU�RQH�SHUVRQ���8QGHU�WKH�ORZ�LQFRPH�DGMXVWPHQW��WKH�VXSSRUW�RUGHU�IRU�WKUHH�FKLOGUHQ�ZRXOG�EH����SHUFHQW�RI�WKLV�DPRXQW��RU������SHU�PRQWK��7KLV�DPRXQW�ZRXOG�EH�FRPSDUHG�WR�WKH�JXLGHOLQH�GHWHUPLQHG�DPRXQW��DQG�WKH�ORZHU�RI�WKH�WZR�DPRXQWV�ZRXOG�EHFRPH�WKH�VXSSRUW�RUGHU�
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7KH�RWKHU�DSSURDFK�LV�WR�PHUHO\�FDOFXODWH�JXLGHOLQH�VXSSRUW�XVLQJ�DOO�RI�WKH�REOLJRU¶V�DFWXDO�LQFRPH��7KH�JXLGHOLQH�VXSSRUW�LV�WKHQ�VXEWUDFWHG�IURP�QHW��LQFRPH�DQG�LI�WKH�DPRXQW�UHPDLQLQJ�LV�OHVV�WKDQ�WKH�VHOI�VXSSRUW�UHVHUYH��WKH�JXLGHOLQH�VXSSRUW�LV�DGMXVWHG�GRZQZDUG�XQWLO�WKH�VHOI�VXSSRUW�UHVHUYH�DPRXQW�LV�UHDFKHG��7KLV�LV�VLPLODU�WR�WKH�PHWKRG�DGRSWHG�E\�WKH�IRUPHU�$JQRV�VXSSRUW�JXLGHOLQH�
7R�LOOXVWUDWH�KRZ�WKLV�ZRXOG�ZRUN��DQ�REOLJRU�ZLWK��������QHW�PRQWKO\�LQFRPH�DQG�WKUHH�FKLOGHQ�ZRXOG�SD\������SHU�PRQWK�LQ�FKLOG�VXSSRUW�E\�WKH�FXUUHQW�JXLGHOLQH��7KH�REOLJRU�ZRXOG�EH�OHIW�ZLWK������SHU�PRQWK�DIWHU�VXSSRUW��,I�D�IHGHUDO�SRYHUW\�OHYHO�VHOI�VXSSRUW�UHVHUYH�RI������ZDV�XVHG��WKH�FKLOG�VXSSRUW�ZRXOG�KDYH�WR�EH�UHGXFHG�E\ �����WR�OHDYH�WKH�REOLJRU�ZLWK�WKH�QHFHVVDU\�VHOI�VXSSRUW�UHVHUYH��7KH�UHVXOWLQJ�FKLOG�VXSSRUW�RUGHU�ZRXOG�EH������SHU�PRQWK

1R�VSHFLILF�UHFRPPHQGDWLRQ�LV�PDGH�UHJDUGLQJ�WKH�DSSURSULDWH�DPRXQW�RI�DQ\�VHOI�VXSSRUW�UHVHUYH��&RPPHQWV�UHFHLYHG�GXULQJ�WKH�FRPPHQW�SHULRG�FOHDUO\�LQGLFDWH�WKDW�D�FDUHIXO�EDODQFH�PXVW�EH�UHDFKHG�EHWZHHQ�WKH�QHHG�WR�OHDYH�REOLJRUV�ZLWK�VXIILFLHQW�LQFRPH�WR�PHHW�WKHLU�PRVW�EDVLF�QHHGV�DQG�WKH�QHHG�WR�SURYLGH�DV�DGHTXDWHO\�DV�SRVVLEOH�IRU�FKLOGUHQ�
2WKHU�/RJLVWLFV�RI�WKH�3URSRVHG�)RUPXOD
7KH�SURSRVHG�ORZ�LQFRPH�DGMXVWPHQW�LV�DQ�HDV\�IRUPXOD�WR�SURJUDP�LQWR�DQ�DXWRPDWHG�JXLGHOLQH�FDOFXODWLRQ��,W�FRXOG�DOVR�EH�HDVLO\�LQFRUSRUDWHG�LQWR�D�JXLGHOLQH�ZRUNVKHHW��$Q�H[DPSOH�RI�VXFK�D�ZRUNVKHHW�LV�SURYLGHG�LQ�([KLELW����� �S����
$SSO\LQJ�WKH�ORZ�LQFRPH�DGMXVWPHQW�DIWHU�DGGLWLRQV�IRU�RWKHU�FKLOG�UHODWHG�H[SHQGLWXUHV�DUH�DGGHG�RQ��IRU�H[DPSOH��IRU�FKLOG�FDUH��KHDOWK�FDUH�FRVWV��HGXFDWLRQ��DQG�VSHFLDO�QHHGV��FDQ�EH�SUREOHPDWLF��$GG�RQV�DUH�RIWHQ�QRW�VHW DW�D�GROODU�DPRXQW��WKH\�DUH�W\SLFDOO\�VHW�DW����SHUFHQW�RI�DFWXDO�FRVWV���ZKLFK�ZRXOG�PDNH�LW�GLIILFXOW�WR�FDOFXODWH�WKH�ORZ�LQFRPH�DGMXVWPHQW�DIWHU�WKH�FRQVLGHUDWLRQ�RI�DGGLWLRQDO�FRVWV��,Q�WKH�FDVH�RI�XQLQVXUHG�KHDOWK�FDUH�FRVWV��WKH�PRVW�IUHTXHQWO\�DSSOLHG�DGG�RQ��WKLV�PD\�YDU\�VXEVWDQWLDOO\�IURP�\HDU�WR�\HDU�
'LVFUHWLRQDU\�$GMXVWPHQW
,I�&DOLIRUQLD�GHFLGHV�WR�DGRSW�D�VHOI�VXSSRUW�UHVHUYH�RU�PDLQWDLQ�VRPH�IRUP�RI�WKH�FXUUHQW�ORZ�LQFRPH�DGMXVWPHQW�RU�XVH�D�FRPELQDWLRQ�RI�ERWK�DSSURDFKHV��WKHVH�DGMXVWPHQWV�VKRXOG�EH�PDGH�SUHVXPSWLYH�WR�HQVXUH�WKDW�WKH\�ZLOO�EH�DSSOLHG��7KH�LQWHQW�RI�HQDFWLQJ�D�ORZ�LQFRPH�DGMXVWPHQW�RU�VHOI�VXSSRUW�UHVHUYH�LV�WR�EHQHILW�WKRVH�ZKR�PHHW�WKH�WKUHVKROG�FULWHULD��7KH�FXUUHQW�ODZ�UHTXLUHV�D�ILQGLQJ�DV�WR�ZK\�WKH�ORZ�LQFRPH�DGMXVWPHQW�LV�EHLQJ�DSSOLHG��ZKLFK�PD\�GLVFRXUDJH�LWV�DSSOLFDWLRQ��)XUWKHU��FKLOG�VXSSRUW�RUGHUV�HQWHUHG�E\�GHIDXOW�ZLOO�UDUHO\�KDYH�WKH�ORZ�LQFRPH�DGMXVWPHQW�XQOHVV�LW�LV�PDGH�SUHVXPSWLYH��7KLV�VLWXDWLRQ�FUHDWHV�DQ�DGGLWLRQDO�DGPLQLVWUDWLYH�EXUGHQ�RQ�WKH�FRXUWV�ZKHQ�WKHVH�RUGHUV�PXVW�EH�VHW�DVLGH�RU�VXEVHTXHQWO\�PRGLILHG��7KH�/HJLVODWXUH�VKRXOG�FRQVLGHU�DGRSWLQJ�RU�DPHQGLQJ�FXUUHQW�ODZ�WR�PDNH�DSSOLFDWLRQ�RI�WKHVH�DGMXVWPHQWV�SUHVXPSWLYH�VXEMHFW�WR�SURRI�WKDW�WKH�DGMXVWPHQW�LV�QRW�DSSURSULDWH�LQ�D�SDUWLFXODU�FDVH��7KH�FXUUHQW�ORZ�LQFRPH�DGMXVWPHQW�DOORZV�WKH�FRXUW�WR�DGMXVW�WKH�VXSSRUW�ZLWKLQ�D�VSHFLILHG�UDQJH��ZKLFK�JLYHV�WKH�FRXUW�JUHDWHU�IOH[LELOLW\�WR�FRQVLGHU�WKH�RYHUDOO�FLUFXPVWDQFHV�RI�D�SDUWLFXODU�FDVH��+RZHYHU��LI�WKLV�DGMXVWPHQW�LV�PDGH�SUHVXPSWLYH��WKH�/HJLVODWXUH�VKRXOG�FRQVLGHU�SURYLGLQJ�WKDW�LQ�GHIDXOW�FDVHV�RU�SURSRVHG�MXGJPHQWV�XQGHU�)DPLO\�&RGH�VHFWLRQ�������WKH�ORZ�LQFRPH�DGMXVWPHQW�VKRXOG�EH�VHW�DW�WKH�PD[LPXP�DPRXQW�DOORZDEOH�LQ�RUGHU�WR�SURYLGH�HYHQ�UHVXOWV�RQ�VLPLODU�IDFWV�VWDWHZLGH�
3UHVXPHG�,QFRPH
$SSOLFDWLRQ�RI�&DOLIRUQLD
V�SUHVXPHG�LQFRPH�UHVXOWV�LQ�RUGHU�DPRXQWV�WKDW�DUH�VLJQLILFDQWO\�KLJKHU�WKDQ�WKRVH�RUGHUHG�LQ�WKH�UHVW�RI�WKH�QDWLRQ��$PRQJ�RWKHU�VWDWHV�����RI�WKHP�EDVH�WKH�SUHVXPHG�RUGHU�RQ�WKH�DVVXPSWLRQ�WKDW�WKH�REOLJRU�LV�HPSOR\HG�IXOO�WLPH�DW�PLQLPXP�ZDJH��7KLV�FRQWUDVWV�ZLWK�WKH�FXUUHQW�&DOLIRUQLD�DSSURDFK��ZKLFK�SUHVXPHV�D�PRQWKO\�LQFRPH�RI���������IRU�ILVFDO�\HDU�����±�����ZKHQ�FDOFXODWLQJ�VXSSRUW�IRU�RQH�FKLOG��7KH�/HJLVODWXUH�VKRXOG�UHYLHZ�WKH�FXUUHQW�SUHVXPHG�LQFRPH�DSSURDFK�WR�GHWHUPLQH�LI�DOWHUQDWLYHV�ZRXOG�\LHOG�D�PRUH�DSSURSULDWH�FKLOG�VXSSRUW�RUGHU��,I�D�ORZHU�SUHVXPHG�LQFRPH�ZDV�DGRSWHG��SURYLVLRQV�FRXOG�EH�FRQVLGHUHG�IRU�DOORZLQJ�HLWKHU�SDUHQW�WR�EH�DEOH�WR�VHW�DVLGH�WKH�MXGJPHQW��ZLWKLQ�D�FOHDUO\�FLUFXPVFULEHG�WLPH SHULRG��DQG�UHFDOFXODWHVXSSRUW�EDVHG�XSRQ�LQIRUPDWLRQ�VXEVHTXHQWO\�SURYLGHG�
,W�LV�DOVR�UHFRPPHQGHG�WKDW�WKH�UHVXOWV�IURP�WKH�8UEDQ�,QVWLWXWH¶V�VWXG\�RQ�FKLOG�VXSSRUW�GHEW�EH�FRQVLGHUHG�ZKHQ�UHOHDVHG��,W�PD\�SURYLGH�IXUWKHU�LQVLJKWV�LQ�WKH�DELOLW\�WR�SD\�LQ�WKHVH�SUHVXPHG�LQFRPH�FDVHV�
86(�2)�*5266�,1&20(�9(5686�1(7�,1&20(�$6�$�%$6(�)25�&$/&8/$7,1*�&+,/'�6833257
%DFNJURXQG
&DOLIRUQLD��OLNH����RWKHU�VWDWHV��XVHV�QHW�LQFRPH�DV�WKH�EDVH�IURP�ZKLFK�WR�FRPSXWH�D�FKLOG�VXSSRUW�REOLJDWLRQ��)XUWKHUPRUH��LW�VXPV�ERWK�SDUHQWV¶�QHW�LQFRPH�LQ�DSSO\LQJ�WKH�IRUPXOD�WR�HVWDEOLVK�WKH�VXSSRUW�REOLJDWLRQ�
8QGHU�)DPLO\�&RGH�VHFWLRQ�������WKH�JXLGHOLQH�GHILQHV�ZKDW�LV�PHDQW�E\�QHW�GLVSRVDEOH�LQFRPH�DQG�VSHFLILHV�WKH�W\SHV�RI�GHGXFWLRQV�WKDW�DUH�DOORZHG�LQ�FRPSXWLQJ�QHW�IURP�JURVV�LQFRPH�
2YHUYLHZ�RI�WKH�,QFRPH�%DVH�,VVXH
6WDWHV�KDYH�VWUXJJOHG�ZLWK�ZKDW�LQFRPH�WR�XVH�DV�WKH�EDVH�IRU�FDOFXODWLQJ�D�VXSSRUW�REOLJDWLRQ�HYHU�VLQFH�FKLOG�VXSSRUW�JXLGHOLQHV�ZHUH�ILUVW�GHYHORSHG��7KHUH�DUH�DUJXPHQWV�LQ�IDYRU�RI�DOO�WKH�GLIIHUHQW DSSURDFKHV�WKDW�VWDWHV�DUH�FXUUHQWO\�XVLQJ��VHH�&KDSWHU�)RXU���DQG�WKH�FKRLFH�RI�RQH�DSSURDFK�RYHU�DQRWKHU�DSSHDUV�WR�EH�D�FRPSURPLVH�DPRQJ�PDQ\�LQWHUHVWV�ZLWKLQ�D�VWDWH��
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,Q�&DOLIRUQLD��WKHUH�DUH�WZR�TXHVWLRQV�DERXW�WKH�LQFRPH�EDVH�WKDW�QHHG�WR�EH�DGGUHVVHG�� 6KRXOG�WKH�LQFRPH�EDVH�EH�JURVV�LQFRPH�RU�QHW�LQFRPH"� ,I�WKH�JXLGHOLQH�FRQWLQXHV�WR�XVH�QHW�LQFRPH��ZKDW��LI�DQ\��FKDQJHV�DUH�QHHGHG�WR�WKH�FRPSXWDWLRQ�RI�QHW�LQFRPH�IURP�JURVV"
,Q�UHVSRQVH�WR�WKH�ILUVW�TXHVWLRQ��LW�DSSHDUV�IURP�WKH�JXLGHOLQH�XVHUV¶�VXUYH\�WKDW�WKHUH�LV�D�VWURQJ�SUHIHUHQFH�IRU�FRQWLQXLQJ�WR�XVH�QHW�LQFRPH�DV�WKH�EDVH��,Q�DQVZHU�WR�D�WDUJHWHG�VHW�RI�TXHVWLRQV�DERXW�WKH�XVH�RI�JURVV�RU�QHW�LQFRPH��UHVSRQGHQWV¶�RSLQLRQV�ZHUH��VHH�&KDSWHU�6L[��� $�SOXUDOLW\�EHOLHYHG�WKDW�QHW�LQFRPH�LV�HDVLHU�WR�XVH�WKDQ�JURVV�LQFRPH�� $�PDMRULW\�EHOLHYHG�WKDW�QHW�LQFRPH�LV�PRUH�HTXLWDEOH�WR�XVH�WKDQ�JURVV�LQFRPH��DQG� $�PDMRULW\�EHOLHYHG�WKDW�WKH�JXLGHOLQH�VKRXOG�XVH�QHW�LQFRPH�UDWKHU�WKDQ�JURVV�LQFRPH�WR�FRPSXWH�VXSSRUW�REOLJDWLRQV�
$V�VHYHUDO�UHVSRQGHQWV QRWHG�LQ�WKHLU�QDUUDWLYH�UHPDUNV��WKH\�VHH�WKH�JURVV�YHUVXV�QHW�LQFRPH�LVVXH�DV�RQH�RI�IDLUQHVV��QRW�HDVH�RI�XVH��:KLOH�JURVV�LQFRPH�PD\�EH�HDVLHU�RU�VLPSOHU�WR�XVH��LW�LV�QRW�QHFHVVDULO\�IDLU��5HVSRQGHQWV�OLNHG�WKH�IDFW�WKDW�WKH�JXLGHOLQH�WDNHV�DFFRXQW�RI�HDFK�LQGLYLGXDO¶V�WD[�VLWXDWLRQ��0RUHRYHU��RQFH�DJUHHPHQW�LV�UHDFKHG�DERXW�ZKDW�ZLOO�DQG�ZLOO�QRW�EH�FRXQWHG�LQ�JURVVLQFRPH��WKH�DXWRPDWHG�JXLGHOLQH�VRIWZDUH�FRPSXWHV�WKH�QHW�LQFRPH�VR�WKHUH�LV�OLWWOH�URRP�IRU�HUURU�
7KH�)DPLO\�&RGH�DQG�LWV�OHJLVODWLYH KLVWRU\�SURYLGH�OLWWOH�LQ�WKH�ZD\�RI�JXLGDQFH�LQ�GHWHUPLQLQJ�KRZ�WR�HTXLWDEO\�DOORFDWH�WD[�EHQHILWV�DQG�OLDELOLWLHV�EHWZHHQ�D�UHPDUULHG�SDUW\�DQG�KLV�RU�KHU�QHZ�VSRXVH�WR�GHWHUPLQH�QHW�GLVSRVDEOH�LQFRPH�IRU�FKLOG�VXSSRUW�SXUSRVHV��)DPLO\�&RGH�VHFWLRQ����� LV�XQHTXLYRFDO�LQ�UHTXLULQJ�WKDW�QHW�GLVSRVDEOH�LQFRPH�VKDOO�EH�FRPSXWHG�E\�GHGXFWLQJ�IURP�DQQXDO�JURVV�LQFRPH�WKH�DFWXDO�DPRXQWV�DWWULEXWDEOH�WR�WKH�VWDWH�DQG�IHGHUDO�LQFRPH�WD[�OLDELOLW\��&DVH�ODZ�GRHV�UHVROYH�WKH�DSSDUHQW�FRQIOLFW�EHWZHHQ�)DPLO\�&RGH�VHFWLRQ���������ZKLFK�JHQHUDOO\�SURKLELWV�FRQVLGHUDWLRQ�RI�QHZ�PDWH�LQFRPH�LQ�FDOFXODWLQJ�FKLOG�VXSSRUW��DQG�WKH�PDQGDWH�RI�)DPLO\�&RGH�VHFWLRQ�������ZKLFK�UHTXLUHV�WKH�FRXUW�WR�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�SDUWLHV
�DFWXDO�WD[�FRQVHTXHQFHV�LQ�GHWHUPLQLQJ�QHWGLVSRVDEOH�LQFRPH��&DVH�ODZ�SURYLGHV�WKDW�)DPLO\�&RGH�VHFWLRQ��������GRHV�QRW�SURKLELW�WKH�FRXUW�IURP�FRQVLGHULQJ�WKH�QHZ�PDWH
VLQFRPH�LQ�DOORFDWLQJ�WKH�WD[�OLDELOLW\�RU�EHQHILW�EHWZHHQ�WKH�QHZ�PDWH�DQG�WKH�UHPDUULHG�SDUWQHU��&RXQW\�RI�7XODUH�Y��&DPSEHOO ����������&DO�$SS��WK���������&DO�5SWU��G�������7R�LOOXVWUDWH�ZK\�WKLV�LV�DQ�LVVXH��FRQVLGHU�DQ�REOLJHH�ZLWK�JURVV�LQFRPH�RI��������SHU�PRQWK�ZKR�KDV�D�FKLOG�VXSSRUW�RUGHU�IRU�KHU�RQH�FKLOG��3ULRU�WR�UHPDUULDJH��WKH�REOLJHH�ILOHG�DV�D�KHDG�RI�KRXVHKROG�FODLPLQJ�KHUVHOI�DQG�WKH�RQH�FKLOG��6KH�PDUULHV�D�PDQ�ZKRVH�JURVV�LQFRPH�LV���������SHU�PRQWK��7KH\�QRZ�ILOH�WD[HV�MRLQWO\�DQG�DOVR�FODLP�WKH�FKLOG�VXEMHFW�WR�WKH�VXSSRUW�RUGHU�DV�D�GHSHQGHQW��2EYLRXVO\��KHU�WD[�FRQVHTXHQFHV�KDYH�FKDQJHG��,I�WKH�FKLOG�VXSSRUW�RUGHU�LV�PRGLILHG��&DOLIRUQLD�)DPLO\�&RGH�VHFWLRQ������D��VWDWHV�WKDW�WKH�SHUVRQDO�LQFRPH�WD[�GHGXFWLRQV�VKDOO�EHDU�DQ�DFFXUDWH�UHODWLRQVKLS�WR�WKH�WD[�VWDWXV�RI�WKH�SDUWLHV��KHQFH��FRQVLGHU�WKH�WD[�FRQVHTXHQFHV�DVVRFLDWHG�ZLWK�KHU�MRLQW�UHWXUQ�ZLWK�KHU�QHZ�VSRXVH�
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