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)DLWK�EDVHG� HQYLURQPHQWV� RU� KRXVHV� RI� ZRUVKLS� KDYH� WKH� SRWHQWLDO� WR� EH� D� VLJQLILFDQW�
SRVLWLYH�IDFWRU�LQ�D�FKLOG¶V�OLIH�EXW�KDYH�WKH�SRWHQWLDO�WR�EH�DEXVLYH�DV�ZHOO��7KLV�KDUP�PD\�
RFFXU�GLUHFWO\�IURP�WKH�DFWLRQV�RI�FOHUJ\��DGXOWV�LQ�WKH�IDLWK�EDVHG�FRPPXQLW\�IXQFWLRQLQJ�
LQ�DQ�DXWKRULW\�UROH��DV�ZHOO�DV�IURP�SHHUV�RU�FKLOGUHQ�DQG�DGROHVFHQWV ZKR�DUH�ROGHU��7KH�
KDUP�LV�FRPSRXQGHG�E\�WKH�PLVKDQGOLQJ�RI�WKH�DEXVH E\�FOHUJ\��UHOLJLRXV�LQVWLWXWLRQV��DQG�
WKHLU� IDLWK� FRPPXQLW\�� 6HYHUDO� FRPPRQ� IDFWRUV� FRQWULEXWH� WR� WKLV� SRRU� LQVWLWXWLRQDO�
KDQGOLQJ�� LQFOXGLQJ� D� PLVWDNHQ� XQGHUVWDQGLQJ� RU� PLVDSSOLFDWLRQ� RI� UHOLJLRXV� GRFWULQH��
UHYHUHQFH�IRU�FOHUJ\�DQG�RWKHU�IDLWK�OHDGHUV��DQG�WKH�LQVWLQFW�WR�SURWHFW�WKH�LQVWLWXWLRQ�IURP�
RXWVLGH�LQWHUIHUHQFH��7KLV�FKDSWHU�VXPPDUL]HV�WKH�SURJUHVV�WKDW�KDV�EHHQ�PDGH�ZLWKLQ�ZHOO�
HVWDEOLVKHG� IDLWK�EDVHG� RUJDQL]DWLRQV� WR� FRQIURQW� DQG� DGGUHVV� WKH� LVVXH� RI� FKLOG� VH[XDO�
DEXVH DQG� KLJKOLJKWV� FKDQJHV� WKDW� FRQWLQXH� WR� EH� QHFHVVDU\� WR� EULQJ� IDLWK�EDVHG�
HQYLURQPHQWV� LQWR� FRQFRUGDQFH� ZLWK� DFFHSWHG� FKLOG� DEXVH SUHYHQWLRQ SUDFWLFHV�� 7KH�
FKDSWHU� DOVR� SURYLGHV� D� IUDPHZRUN� RI� UHFRPPHQGDWLRQV� IRU� FKLOG� DGYRFDWHV� DQG� IDLWK�
OHDGHUV�LQ�RUGHU�WR�DFKLHYH�LQFUHDVHG�VDIHW\�DQG�KHDOLQJ�

³)DLWK�FRPPXQLWLHV�RIIHU�FKLOGUHQ�ZRQGHUIXO�RSSRUWXQLWLHV�WR�GHYHORS�VSLULWXDOO\�DQG�
WR� EH� SDUW� RI� D� ODUJHU�� FDULQJ� FRPPXQLW\�� &ORVH� FDULQJ� UHODWLRQVKLSV�ZLWK� DGXOWV� DUH� DQ�
LPSRUWDQW�SURWHFWLYH�IDFWRU IRU�FKLOGUHQ��«�8QIRUWXQDWHO\��DV� LQ�DOO�RUJDQL]DWLRQV�ZKHUH�
DGXOWV� DQG� ROGHU� \RXWK� LQWHUDFW� ZLWK� FKLOGUHQ�� IDLWK� FRPPXQLWLHV� FDQ� XQLQWHQWLRQDOO\�
SURYLGH�RSSRUWXQLWLHV�IRU�«�VH[XDO�EHKDYLRUV�WRZDUGV�FKLOGUHQ�´�6WRS�LW�1RZ����������

 &RUUHVSRQGLQJ�$XWKRU¶V�(PDLO��JLDUGLQR#KVF�XWDK�HGX�
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$�ODUJH�DQG�JURZLQJ�ERG\�RI�UHVHDUFK GRFXPHQWV�WKDW�PDOWUHDWHG�FKLOGUHQ�DUH�QRW�RQO\�LPSDFWHG�
SK\VLFDOO\�DQG�HPRWLRQDOO\�EXW�DOVR�VSLULWXDOO\���������)DLWK�EDVHG�HQYLURQPHQWV�FDQ SRVLWLYHO\�
LPSDFW�D�FKLOG¶V� OLIH�RU�HQDEOH PDOWUHDWPHQW WR RFFXU��6XFK�KDUP�PD\�EH�FDXVHG�E\�FOHUJ\��
DGXOWV� LQ� SRVLWLRQV� RI� DXWKRULW\�� SHHUV� RU� ROGHU� FKLOGUHQ�� 7KH� KDUP� PD\� RFFXU� EHFDXVH� DQ�
RIIHQGHU�UHIHUHQFHV�UHOLJLRQ��SHUKDSV�QRWLQJ�D�FKLOG¶V�ELRORJLFDO�UHDFWLRQ�WR�VH[XDO�WRXFKLQJ�DQG�
WKHQ�GHFODULQJ��³<RX�DUH�HTXDOO\�VLQIXO��*RG�KROGV�\RX�DV�PXFK�WR�EODPH�DV�PH�´�$�VSLULWXDO�
LQMXU\ PD\� DOVR� RFFXU� ZKHQ� D� FKLOG� SUD\V� WKDW� *RG� VWRS� WKH� DEXVH�� \HW� WKH� PDOWUHDWPHQW�
FRQWLQXHV��7KLV� VHQVH�RI�EHWUD\DO� FDQ� LPSDFW� WKH�FKLOG¶V�YLHZ�RI�*RG��XQGHUVWDQGLQJ�RI� WKH�
ZRUOG��DQG�VHQVH�RI�VHOI������

&KLOGUHQ�PD\� DOVR� H[SHULHQFH� VSLULWXDO� LQMXU\ VHSDUDWH� IURP� WKH� DEXVH LWVHOI�� FDXVHG�E\
FOHUJ\��UHOLJLRXV�LQVWLWXWLRQV��DQG�IDLWK�FRPPXQLWLHV PLVKDQGOLQJ�WKH�DEXVH��)RU�VRPH�FKLOGUHQ�
�D�WHUP�ZKLFK��IRU�RXU�SXUSRVHV��LQFOXGHV�WHHQV�DV�ZHOO���WKLV�VHFRQGDU\�WUDXPD�FDXVHV�GHHSHU�
VSLULWXDO�LQMXU\�WKDQ�WKH�RULJLQDO�DEXVH��XQGHUPLQLQJ�FRUH�UHOLJLRXV�WHDFKLQJV�RI�VXSSRUW�IRU�WKH�
YLFWLP�� LQFOXGLQJ� ,VDLDK� ����� DQG�/HYLWLFXV� ������� DQG� OHDGLQJ� WR� DQ� DZDUHQHVV� RI� EHWUD\DO�
SHUSHWUDWHG�E\�WKRVH�WKH�FKLOG�PLJKW�KDYH�DSSURDFKHG�IRU�KHOS� ,Q�WKH�ZRUGV�RI�RQH�VXUYLYRU��
³WKH�WUDXPD�RI�WKH�DEXVH�LV�QRWKLQJ��DEVROXWHO\�QRWKLQJ«FRPSDUHG�WR�WKH�WUDXPD�RI�QRW�EHLQJ�
EHOLHYHG´������5HVHDUFK�RQ�LQVWLWXWLRQDO�EHWUD\DO�VXSSRUWV�WKLV�VXUYLYRU¶V�DFFRXQW��ILQGLQJ�WKDW�
DQ�LQVWLWXWLRQ¶V�IDLOXUH�WR�SUHYHQW�VH[XDO�DVVDXOW�RU�VXSSRUW�YLFWLPV�FDQ�H[DFHUEDWH�SRVWWUDXPDWLF�
V\PSWRPRORJ\������$W�WKH�VDPH�WLPH��D�JURZLQJ�ERG\�RI�UHVHDUFK GHPRQVWUDWHV�WKDW�VSLULWXDOLW\�
LV�D�VLJQLILFDQW�VRXUFH�RI�UHVLOLHQF\�IRU�PDOWUHDWHG�FKLOGUHQ�DQG�WKDW�YLFWLPV�ZKR�WXUQ�WR�WKHLU�
VSLULWXDOLW\�IDUH�EHWWHU�LQ�WKH�VKRUW�DQG�ORQJ�WHUP��������2QH�UHSRUW�IRXQG�WKDW�FOHUJ\�LQ�SDUWLFXODU�
KDYH�D�FHQWUDO�UROH�WR�SOD\�LQ�KHOSLQJ�VXUYLYRUV�FRSH�ZLWK�WUDXPD��³GXULQJ�D�WUDXPD��YLFWLPV�DUH�
ILYH�WLPHV�PRUH�OLNHO\�WR�VHHN�WKH�DLG�RI�FOHUJ\�WKDQ�DQ\�RWKHU�SURIHVVLRQDO��&OHUJ\�DUH�SHRSOH�
WKH\�NQRZ�DQG�WUXVW´������8QIRUWXQDWHO\��WKRXJK��WKH�YHU\�LQVWLWXWLRQV�EHVW�HTXLSSHG�DQG�PRVW�
WUXVWHG�WR�DGGUHVV�WKH�VSLULWXDO�QHHGV�RI�FKLOGUHQ�DQG�DGXOW�VXUYLYRUV�PD\�KDYH�EHHQ�LQYROYHG�
LQ�WKHLU�DEXVH�RU�LQ�VXSSUHVVLQJ�WKH�FULPHV�RI�DEXVHUV�������7KLV�WHQGHQF\�KDV�ERWK�GDPDJHG�WKH�
FUHGLELOLW\� RI� IDLWK� FRPPXQLWLHV� DQG� UHVXOWHG� LQ� PDQ\� VXUYLYRUV� ORVLQJ� WKHLU� IDLWK� RU� WKHLU�
FRQQHFWLRQ�WR�RUJDQL]HG�UHOLJLRQ��

,Q�UHFHQW�GHFDGHV��UHVSRQVHV�WR�WKH�PDOWUHDWPHQW RI�FKLOGUHQ�E\�IDLWK�OHDGHUV�KDV�LPSURYHG�
LQFUHPHQWDOO\��+RZHYHU��PXFK�PRUH�PXVW�EH�GRQH� LI�KRXVHV�RI�ZRUVKLS�DUH� WR�EH�SODFHV�RI�
VDIHW\�DQG�KHDOLQJ�IRU�FKLOGUHQ��7KLV�FKDSWHU�VXPPDUL]HV�VRPH�RI� WKH�SURJUHVV�ZLWKLQ�ZHOO�
HVWDEOLVKHG�IDLWK�EDVHG�RUJDQL]DWLRQV�DQG�KLJKOLJKWV�QHFHVVDU\�FKDQJHV� WKDW�ZLOO�EULQJ�IDLWK�
EDVHG� RUJDQL]DWLRQV� LQWR� FRQFRUGDQFH�ZLWK� EHVW� SUDFWLFHV� LQ� FKLOG� DEXVH SUHYHQWLRQ��:KLOH�
KRXVHV�RI�ZRUVKLS�GLIIHU�ZLGHO\�LQ�ZRUOG�YLHZ�DQG�WUDGLWLRQV��FKLOG�DEXVH SUHYHQWLRQ�HIIRUWV�
ODUJHO\�DOLJQ��7KH�DXWKRUV�RI�WKLV�FKDSWHU��IURP�&KULVWLDQ�DQG�-HZLVK�WUDGLWLRQV��DJUHH�RQ�WKH�
SRWHQWLDO�HIILFDF\�RI�WKHVH�HIIRUWV�GHVSLWH�WKHLU�IDLWKV¶�GLIIHUHQFHV��
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3URPLQHQW�LQ�DQ\�GLVFXVVLRQ�DERXW�FKLOG�PDOWUHDWPHQW LQ�D�IDLWK�EDVHG�HQYLURQPHQW�LV�WKH�86�
&DWKROLF� &KXUFK¶V� FOHUJ\� VH[XDO DEXVH FULVLV�� XQFRYHUHG� LQ� WKH� HDUO\� ����V�� 3ULRU� PHGLD
FRYHUDJH�RI�VH[XDO�DEXVH FDVHV�KDG�HSLVRGLFDOO\�RFFXUUHG�LQ�WKH�����V�DQG�����V��EXW�WKH�VHULHV�



&KLOG�DEXVH�SUHYHQWLRQ�LQ�WKH�IDLWK�EDVHG�HQYLURQPHQW ���

RI�H[SRVpV�LQ�WKH�%RVWRQ�*OREH�EHJLQQLQJ�LQ������FDWDO\]HG�D�YLJRURXV�SXEOLF�UHVSRQVH�WKDW�
LQFOXGHG�RXWUDJH�IURP�OD\�PHPEHUV�DQG�OHDGHUV�RI�WKH�&DWKROLF�&KXUFK�����������,Q�D�UHSRUW�
FRPPLVVLRQHG� E\� WKH�8QLWHG�6WDWHV�&RQIHUHQFH� RI�&DWKROLF�%LVKRSV� �86&&%��� UHVHDUFKHUV�
FRQFOXGHG� WKDW� IURP� ���������� FKLOG� VH[XDO� DEXVH FRPPLWWHG� E\� SULHVWV� RU� RWKHU� &DWKROLF�
OHDGHUV�ZDV�³ZLGHVSUHDG�´�ZLWK�PRUH�WKDQ�����RI�GLRFHVHV�LPSDFWHG�������7KH�SXEOLF�RXWFU\�
LQ�$PHULFD�GUHZ�DWWHQWLRQ�WR�DEXVH�ZRUOGZLGH����������

6LPLODU� WUDJLF� VLWXDWLRQV� KDYH� XQIROGHG� LQ� 3URWHVWDQW� FRPPXQLWLHV�� )RU� H[DPSOH�� WKH�
6RXWKHUQ�%DSWLVW�&RQYHQWLRQ��WKH�QDWLRQ¶V�ODUJHVW�3URWHVWDQW�GHQRPLQDWLRQ��LVVXHG�D�UHSRUW�LQ�
�����LQ�UHVSRQVH�WR�ZKDW�LW�FDOOHG�D�³VH[XDO�DEXVH FULVLV´�������2WKHU�3URWHVWDQW�GHQRPLQDWLRQV��
DV�ZHOO�DV�-HZLVK�DQG�0XVOLP�FRPPXQLWLHV��KDYH�DOVR�XQGHUJRQH�VFKRODUO\�DQDO\VLV�LQ�WKLV�DUHD�
���������$OWKRXJK�OHVV�H[WHQVLYH�UHVHDUFK H[LVWV�RQ�DEXVH LQ�RWKHU�IDLWK�WUDGLWLRQV��WKHUH�KDYH�
DOVR�EHHQ�KLJK�SURILOH�FDVHV�RI�DEXVH�ZLWKLQ�WKH�&KXUFK�RI�-HVXV�&KULVW�RI�/DWWHU�'D\�6DLQWV�
������-HKRYDK¶V�:LWQHVVHV�������DQG�RWKHUV��'HVSLWH�WKH�PDQ\�SRVLWLYH�DVSHFWV RI�IDLWK�EDVHG�
RUJDQL]DWLRQV��LW�DSSHDUV�WKDW�QR�KRXVH�RI�ZRUVKLS��UHJDUGOHVV�RI�IDLWK�WUDGLWLRQ��LV�IUHH�RI�WKH�
ULVN�IRU�FKLOG�PDOWUHDWPHQW��
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$OWKRXJK�WKH�IRFXV�RQ�FKLOG�VH[XDO�DEXVH SHUSHWUDWHG�E\�IDLWK�OHDGHUV�LV�MXVWLILHG��ZH�PXVW�UHFDOO�
WKDW�PRVW�PDOWUHDWHG�FKLOGUHQ�DUH�QRW�DEXVHG�E\�D�IDLWK�OHDGHU�EXW�E\�D�SDUHQW��IDPLO\�PHPEHU��
RU�DQ�DGXOW�NQRZQ�WR�WKH�IDPLO\��%H\RQG�DGXOWV�LQ�WKH�FKLOG¶V�HQYLURQPHQW��WKH�86�'HSDUWPHQW�
RI�-XVWLFH� UHSRUWV� WKDW�DSSUR[LPDWHO\�RQH�WKLUG�RI�FKLOG�VH[XDO�DEXVH LV�SHUSHWUDWHG�E\�RWKHU�
\RXWK�������DQG�D�UHFHQW�VWXG\�SXWV�WKLV�QXPEHU�DW�PRUH�WKDQ�����������$FFRUGLQJ�WR�WKH�)RXUWK�
1DWLRQDO�,QFLGHQFH�6WXG\��PRUH�WKDQ�����RI�SK\VLFDO�DEXVH��HPRWLRQDO�DEXVH��DQG�QHJOHFW FDVHV�
LQYROYH�D�SDUHQW�RU�VLJQLILFDQW�IDPLO\�PHPEHU�DV�WKH�SHUSHWUDWRU�������,Q�FDVHV�RI�VH[XDO�DEXVH��
D�SDUHQW�RU�RWKHU�VLJQLILFDQW�IDPLO\�PHPEHU�LV�WKH�RIIHQGHU�DSSUR[LPDWHO\�����RI�WKH�WLPH�������

7KLV� IDFW� LV� FULWLFDO� IRU� WKUHH� UHDVRQV�� )LUVW�� ZKHQ� IDLWK� FRPPXQLWLHV� GHYHORS� SROLFLHV�
IRFXVHG�RQO\�RQ�SURWHFWLQJ�FKLOGUHQ�IURP�VH[XDO�DEXVH LQ�D�KRXVH�RI�ZRUVKLS��WKH\�PD\�RYHUORRN�
WKHLU�PRUDO�DQG��RIWHQ��OHJDO�REOLJDWLRQ�WR�SURWHFW�FKLOGUHQ�IURP�VH[XDO�DEXVH LQ�WKH�FRPPXQLW\�
DW� ODUJH�� DV� ZHOO� DV� IURP� SK\VLFDO� DEXVH�� HPRWLRQDO� DEXVH�� QHJOHFW DQG� RWKHU� IRUPV� RI�
PDOWUHDWPHQW��6HFRQG��EHFDXVH�VRPH�LQGLYLGXDOV�ZKR�DEXVH�FKLOGUHQ�DUH�VNLOOHG�DW�LGHQWLI\LQJ�
VLJQV�WKDW�D�FKLOG�KDV�HQGXUHG�WKH�WUDXPD�RI�DEXVH�RU�QHJOHFW�DQG�WKHQ�DEXVLQJ�WKH�FKLOG�DJDLQ��
IDLWK�FRPPXQLWLHV�QHHG�WR�DGGUHVV�DEXVH�ZLWKLQ�WKH�KRPH�LQ�RUGHU�WR�SUHYHQW�DEXVH�LQ�D�KRXVH�
RI�ZRUVKLS��³3RO\�YLFWLPL]DWLRQ�UHVHDUFK´�GHPRQVWUDWHV� WKDW�D�FKLOG�ZKR�KDV�EHHQ�DEXVHG�LQ�
PXOWLSOH�ZD\V�LQ�KLV�RU�KHU�RZQ�KRPH�LV�DW�JUHDWHU�ULVN�WR�EH�DEXVHG�E\�RWKHUV�������

7KLUG��DOWKRXJK�VH[XDO�DEXVH E\�FKXUFK�OHDGHUV�UHTXLUHV�VSHFLILF�SUHYHQWLRQ DQG�UHVSRQVH�
PHDVXUHV��IRFXVLQJ�H[FOXVLYHO\�RQ�FOHUJ\�DEXVH LJQRUHV�DEXVH�DPRQJ�SHHUV�DQG�E\�ROGHU�\RXWK�
������3UHYHQWLQJ�\RXWK�SHUSHWUDWHG�FKLOG�DEXVH UHTXLUHV��D��DQ�XQGHUVWDQGLQJ�RI�FXOWXUDO�IDFWRUV�
ZLWKLQ�DQG�RXWVLGH�WKH�KRXVH�RI�ZRUVKLS�WKDW�PD\�FRQWULEXWH�WR�ULVN��E��SUHYHQWLRQ�HIIRUWV�WKDW�
LQFOXGH�FKLOGUHQ�DQG�FHQWHU� WKHLU�YRLFHV� LQ� WKH� LQLWLDWLYH�� LQFRUSRUDWLQJ�GHYHORSPHQWDOO\�DQG�
FXOWXUDOO\�DSSURSULDWH�PHVVDJHV�RI�KHDOWK\�VH[XDO�UHODWLRQVKLSV��ERXQGDULHV��DQG�FRQVHQW��DQG�
F��UHVSRQVHV�WR�VH[XDO�KDUP�EH\RQG�WKH�RXWGDWHG�³SUHGDWRU´�PRGHO��UHFRJQL]LQJ��IRU�LQVWDQFH��
WKH�QXPHURXV�IDFWRUV�WKDW�FDQ�FRQWULEXWH�WR�MXYHQLOH�RIIHQGLQJ��:H�PXVW�PRYH�EH\RQG�WHDFKLQJ�
FKLOGUHQ�WR�DYRLG�KDUP�DQG�WHDFK�WKHP�WR�DYRLG�FDXVLQJ�KDUP�DQG�WR�LQWHUYHQH�LI�WKH\�VHH�RWKHU�
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\RXWK� FDXVLQJ� KDUP�� EXW� HYHQ� LQ� WHDFKLQJ� FKLOGUHQ� WKLV� QHFHVVDU\� NQRZOHGJH�� ZH� PXVW�
UHPHPEHU� WKDW� WKH� EXUGHQ� RI� UHVSRQVLELOLW\� IDOOV� ILUPO\� RQ� DGXOWV� DQG� WKDW� FKLOGUHQ� DUH� QRW�
UHVSRQVLEOH�IRU�SURWHFWLQJ�WKHPVHOYHV�RU�HDFK�RWKHU��)XUWKHUPRUH��LQLWLDWLQJ�GLUHFW�GLDORJXH�RQ�
WKHVH�WRSLFV�QHHG�QRW�EH�DQWLWKHWLFDO�WR�UHOLJLRXV�GRFWULQH��LW�FDQ�EH�FHQWHUHG�RQ�UHOLJLRXV�YDOXHV�
DQG�WH[W�� LQFOXGLQJ�JUDSSOLQJ�ZLWK�GLIILFXOW�SDVVDJHV��)RU�H[DPSOH��+HDUW�:RPHQ�DQG�*LUOV��
ZKLFK�ZRUNV�ZLWK�0XVOLP�FRPPXQLWLHV��DQG�WKH�2XU�:KROH�/LYHV�FXUULFXOXP��GHVLJQHG�E\�WKH�
8QLWDULDQ�8QLYHUVDOLVW�$VVRFLDWLRQ��ZRUN�ZLWKLQ� IDLWK� WUDGLWLRQV� WR� SURYLGH�GHYHORSPHQWDOO\�
DSSURSULDWH�VH[XDOLW\�HGXFDWLRQ�

$WWHQWLRQ� WR� WKH� ULVN� RI� PDOWUHDWPHQW LQ� WKH�86�&DWKROLF� &KXUFK� LV�PLUURUHG� E\� RWKHU�
QDWLRQDO�HIIRUWV�WR�DGGUHVV�FKLOG�VH[XDO�DEXVH��LQFOXGLQJ�ZHOO�GRFXPHQWHG�HIIRUWV�LQ�$XVWUDOLD�
DQG�,UHODQG�����������7KHVH�SUHYHQWLRQ LPSHUDWLYHV�DLP�WR�HVWDEOLVK�³VDIH�HQYLURQPHQWV�´�ZKLFK�
IRFXV� RQ� ERWK� WUDLQLQJ� DQG� RQ� GHVLJQLQJ� SROLFLHV� WR� SURWHFW� FKLOGUHQ� LQ� WKH� IDLWK�EDVHG�
HQYLURQPHQW��

&21&(516�81,48(�72�)$,7+�%$6('�&20081,7,(6

&KLOG�PDOWUHDWPHQW LV�QRW�D�UHOLJLRXV�SKHQRPHQRQ��LW�LV�D KXPDQ�RQH��RIWHQ�FRPSRXQGHG�E\�
SRRU� LQVWLWXWLRQDO� UHVSRQVH�� :LWKLQ� IDLWK� FRPPXQLWLHV�� KRZHYHU�� XQLYHUVDO� ULVN� IDFWRUV��
LQFOXGLQJ�VRFLDO�DQG�SV\FKRORJLFDO�LPSHGLPHQWV�WR�UHVSRQGLQJ�DSSURSULDWHO\�WR�DEXVH��PDQLIHVW�
LQ�XQLTXH�ZD\V�WKDW�PXVW�EH�H[SORUHG�DQG�XQGHUVWRRG��7KUHH�IDFWRUV�WKDW�VHHP�WR�EH�VKDUHG�
DFURVV� IDLWK� WUDGLWLRQV� LQFOXGH�� D�� D� PLVWDNHQ� XQGHUVWDQGLQJ� RU� PLVDSSOLFDWLRQ� RI� UHOLJLRXV�
GRFWULQH����������E��UHYHUHQFH�IRU�FOHUJ\�DQG�RWKHU�IDLWK�OHDGHUV�����������DQG�F��D�FXOWXUDO�RU�
UHOLJLRXV� LQVWLQFW�RU�HYHQ�REOLJDWLRQ� WR�SURWHFW� WKH� LQVWLWXWLRQ�RU� IDLWK�FRPPXQLW\��HVSHFLDOO\�
IURP�RXWVLGH�LQWHUIHUHQFH������������������

7KH� ILUVW� IDFWRU�� PLVWDNHQ� XQGHUVWDQGLQJ� RU� PLVDSSOLFDWLRQ� RI� UHOLJLRXV� GRFWULQH�� FDQ�
VRPHWLPHV�PDQLIHVW�DV�D�FRQFHUQ�IRU�PRGHVW\�WKDW�UHVXOWV�LQ�UHVLVWDQFH�WR�HGXFDWLRQ�IRU�ERWK�
DGXOWV�DQG�FKLOGUHQ�DQG�PD\�LPSHGH�UHSRUWLQJ�GXH�WR�GLVFRPIRUW�LQ�GLVFXVVLQJ�VH[XDO�PDWWHUV�
������6RPH�PD\�HYHQ�EHOLHYH�WKDW�VXFK�EHKDYLRUV�FRXOGQ¶W�RFFXU�LQ�WKHLU�UHOLJLRXV�FRPPXQLWLHV�
EHFDXVH�RI�ODZV�WKDW�OLPLW�FRQWDFW�EHWZHHQ�WKH�VH[HV��6XFK�D�EHOLHI�LV�PLVWDNHQ�ERWK�LQ�IDFW�DQG�
WKHRORJ\��6H[XDO�DEXVH FDQ�EH�SHUSHWUDWHG�DJDLQVW�D�FKLOG�RI� WKH�VDPH�VH[�DQG�RIWHQ�RFFXUV�
ZLWKLQ� WKH� IDPLO\�XQLW��5HOLJLRXV� VRXUFHV�� IDU� IURP�GHQ\LQJ� WKH�H[LVWHQFH�RI� LQFHVW RU�RWKHU�
IRUPV�RI�DEXVH��QDPH�LW��WHDFK�DERXW�LW��DQG�SURKLELW�LW��)RU�H[DPSOH��/HYLWLFXV����HQXPHUDWHV�
DQG�SURKLELWV�YDULRXV�SHUPXWDWLRQV�RI�LQFHVWXRXV�DQG�RWKHU�DEXVLYH�UHODWLRQVKLSV�DQG��IDU�IURP�
D�WRSLF�PHDQW�WR�EH�NHSW�VLOHQW��WKLV�FKDSWHU�LV�SXEOLFO\�UHDG�RQ�<RP�.LSSXU�± WKH�KROLHVW�GD\�
RQ� WKH� -HZLVK� FDOHQGDU�� 2WKHU� H[DPSOHV� RI� PLVDSSOLFDWLRQ� RI� UHOLJLRXV� GRFWULQH� LQFOXGH�
SUHVVXULQJ� D� YLFWLP� WR� IRUJLYH�� ORRNLQJ� WKH� RWKHU� ZD\� ZKHQ� IDFHG� ZLWK� FOHDUO\ DEXVLYH� RU�
JURRPLQJ�EHKDYLRUV�LQ�RUGHU�WR�MXGJH�IDYRUDEO\�RU�QRW�VODQGHU�DQRWKHU��DQG�SHUPLWWLQJ�D�SHUVRQ�
ZKR� KDV� SUHYLRXVO\� FDXVHG� KDUP� WR� KDYH� DFFHVV� WR� FKLOGUHQ� GXH� WR� PLVWDNHQ� QRWLRQV� RI�
UHSHQWDQFH�������6LPLODUO\��VDIH�HQYLURQPHQW�WUDLQLQJ�KDV�EHHQ�RFFDVLRQDOO\�FRQIODWHG�ZLWK�VH[�
HGXFDWLRQ��OHDGLQJ�WR�FRQFHUQV�WKDW�WKH�&DWKROLF�&KXUFK�ZDV�LQWHUIHULQJ�ZLWK�WKH�SURSHU�UROH�RI�
SDUHQWV DQG�IDPLO\�E\�SURYLGLQJ�GHYHORSPHQWDOO\�DSSURSULDWH�DEXVH�SUHYHQWLRQ HGXFDWLRQ�WR�
WKHLU�FKLOGUHQ�������$�FRPPLWWHH�RI� WKHRORJLDQV�DQG�FKLOG�SURWHFWLRQ�H[SHUWV� UHYLHZHG� WKHVH�
FRQFHUQV� DQG� FODULILHG� WKDW� WKH� &KXUFK¶V� HIIRUWV� ZHUH� FRQVLVWHQW� ZLWK� $UWLFOH� ���� RI� WKH�
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&DWHFKLVP�RI�WKH�&DWKROLF�&KXUFK��ZKLFK�VWDWHV��³WKH�KXPDQ�ERG\�VKDUHV�LQ�WKH�GLJQLW\�RI�WKH�
LPDJH�RI�*RG´�������

7KH�VHFRQG�IDFWRU��UHYHUHQFH�IRU�FOHUJ\��DSSHDUV�DV�D�FHQWUDO�FXOWXUDO��DQG�HYHQ�FDQRQLFDO��
WHQHW�LQ�PDQ\�IDLWK�WUDGLWLRQV��,Q�-XGDLVP��WKLV�FRQFHSW�WDNHV�GLIIHUHQW�IRUPV��LQFOXGLQJ�N¶YRG�
KDUDY�� OLWHUDOO\�� WKH�UDEEL¶V�KRQRU��DQG�GD¶DV�WRUDK�� LQWHUSUHWHG�E\�VRPH�DV�D�UHTXLUHPHQW� WR�
VHHN�JXLGDQFH�IURP�D�UDEEL�EHIRUH�PDNLQJ�PDMRU�OLIH�GHFLVLRQV�������,Q�WKH�&DWKROLF�FRQWH[W��
WKLV�HQRUPRXV�GHIHUHQFH�WR�WKH�UROH�RI�WKH�FOHUJ\�LV�UHIHUUHG�WR�DV�FOHULFDOLVP��ZKLFK�&DQQRQ�
ODZ\HU�'R\OH�GHVFULEHV�DV�D�FRQFHSW�³ZKHUHE\�WKH�FOHUJ\�FRQVLGHU�WKHPVHOYHV�DV�VRPHKRZ�VHW�
DSDUW��VSHFLDO��DQG�DERYH�WKH�OD\SHRSOH´�������7KH�LQVWLWXWLRQDOL]DWLRQ�RI�WKHVH�YDOXHV�LQ�D�IDLWK�
WUDGLWLRQ¶V�KLHUDUFK\�FDQ�KDYH�LPSOLFDWLRQV�IRU�SUHYHQWLRQ HIIRUWV��VXFK�DV�WKH�UHTXLUHPHQW��RU�
DW� OHDVW�HQFRXUDJHPHQW�� LQ�VRPH�-HZLVK�DQG�0XVOLP�FRPPXQLWLHV� WKDW�DQ�LQGLYLGXDO�FRQVXOW�
ZLWK�D�FOHUJ\SHUVRQ�EHIRUH�UHSRUWLQJ�FKLOG�PDOWUHDWPHQW WR�JRYHUQPHQWDO�DXWKRULWLHV�����������

5HYHUHQFH� IRU� IDLWK� OHDGHUV� DOVR� LPSDFWV� UHVSRQVH� HIIRUWV�� VXFK� DV�ZKHQ� UHYLHZ�ERDUGV�
WDVNHG�ZLWK�PDNLQJ�VDIHW\�UHFRPPHQGDWLRQV�PXVW�GHIHU�WR�VHQLRU�FOHUJ\�ZKR�DUH�YHVWHG�ZLWK�
XOWLPDWH�DXWKRULW\� ������%HFDXVH� VRPH� IDLWK�FRPPXQLWLHV�YLHZ�FOHUJ\�DV� UHSUHVHQWDWLYH�RI�D�
KLJKHU�PRUDO�DXWKRULW\��SRVVHVVLQJ�VRPH�DPRXQW�RI�GLYLQLW\��WKH\�DUH�SURYLGHG�ZLWK�D�OHYHO�RI�
WUXVW�DQG�DFFHVV�QRW�JUDQWHG�WKH�DYHUDJH�OD\SHUVRQ�DQG�WKXV�ZLWK�PRUH�RSSRUWXQLWLHV�WR�DEXVH��
,Q�WKH�&DWKROLF�&KXUFK��WKLV�YLHZ�RI�OHDGHUV�UHSUHVHQWLQJ�D�KLJKHU�PRUDO�DXWKRULW\�LV�VWHHSHG�LQ�
KLVWRULFDO�WUDGLWLRQ��

³,Q� D� KLHUDUFKLFDO� V\VWHP�� RYHUODGHQ� ZLWK� WKH� WUDSSLQJV� DQG� YDOXHV� RI� PRQDUFK\��
DFFRXQWDELOLW\ LV�SDLQIXOO\�GLIILFXOW��%DVLFDOO\��LW�IORZV�IURP�WKH�ERWWRP�XS��WKH�ODLW\�DQG�
ORZHU�FOHUJ\�DUH�DFFRXQWDEOH� WR�WKH�KLHUDUFKLFDO�OHDGHUVKLS�� WKH�ELVKRSV�WR�WKH�SRSH��EXW�
WKHUH�LV�QR�DFFRXQWDELOLW\�WR�WKRVH�ZKRP�WKH�HFFOHVLDVWLFDO�OHDGHUV�DUH�VXSSRVHG�WR�VHUYH�´�
����

:KHQ� FOHUJ\� GR� DEXVH�� D� UHOLJLRXV� FKLOG¶V� HQWLUH� ZRUOG� YLHZ²LQFOXGLQJ� FOHUJ\� DV�
SDUDGLJPV�RI�YLUWXH²PD\�EH�VKDWWHUHG�DQG�WKH�WUDXPD�FRPSRXQGHG�E\�GDPDJH�WR�WKH�FKLOG¶V�
FRQQHFWLRQ�WR�RUJDQL]HG�UHOLJLRQ�DQG�VSLULWXDOLW\������)DLWK�OHDGHUV�FDQ�XVH�WKHLU�SRZHU�WR�FDXVH�
KDUP��EXW��FRQYHUVHO\��WKH\�FDQ�XVH�LW�WR�VXSSRUW�YLFWLPV��SULRULWL]H�FRPPXQDO�HGXFDWLRQ��DQG�
FUHDWH�RSSRUWXQLWLHV�IRU�GLDORJXH�

7KH� WKLUG� IDFWRU�� D� UHVLVWDQFH� WR� RXWVLGH� LQWHUIHUHQFH�� VWHPV�� LQ� VRPH� UHOLJLRQV�� IURP�
QHFHVVDU\� VHOI�SURWHFWLRQ�� 2QH� VXFK H[DPSOH� LV� WKH� -HZLVK� SURKLELWLRQ� DJDLQVW� PHVLUDK��
UHSRUWLQJ�D� IHOORZ�-HZ�WR�VHFXODU�DXWKRULWLHV��ZKLFK�KDV�LWV� URRWV� LQ� WKH�7DOPXGLF�HUD��ZKHQ�
UHSRUWLQJ�D�-HZ�IRU�HYHQ�D�PLQRU�LQIUDFWLRQ�FRXOG�PHDQ�SHUVHFXWLRQ�RU�HYHQ�GHDWK�������$W�RWKHU�
WLPHV��WKH�SURWHFWLYH�LQVWLQFW�LV�UHSXWDWLRQDO��D�UHOLJLRXV�RU�FXOWXUDO�REOLJDWLRQ�WR�DYRLG�EULQJLQJ�
VKDPH� XSRQ� WKH� FRPPXQLW\�� +XWFKLQVRQ� HW� DO�� ����� H[SODLQHG� WKDW�� LQ� VRPH� 0XVOLP�
FRPPXQLWLHV��³1RW�UHSRUWLQJ�DQ�RIIHQGHU�WR�WKH�DXWKRULWLHV��IRU�H[DPSOH��PLJKW�EH�FRQVLGHUHG�
DV�SURWHFWLYH�LI�WKH�PDWWHU�LV�VXIILFLHQWO\�GHDOW�ZLWK�E\�WKH�IDPLO\�DQG�ORFDO�FRPPXQLW\�EHFDXVH�
LW�ZRXOG�SUHYHQW�WKH�FKLOG�IURP�EHLQJ�EODPHG�IRU�EULQJLQJ�VKDPH�WR�WKH�FRPPXQLW\�DQG�RU�KLV�
IDPLO\� RU� NLQVKLS� QHWZRUN´� ������ ,Q� -HZLVK� FRPPXQLWLHV�� FDXVLQJ� D� FKLOXO� +DVKHP�� RU� D�
GHVHFUDWLRQ�RI�*RG¶V�QDPH��LV�FRQVLGHUHG�D�OHJDO�SURKLELWLRQ�������$OO�ZRXOG�DJUHH�WKDW�DEXVLQJ�
D� FKLOG� FRQVWLWXWHV� D�FKLOXO�+DVKHP�� EXW� LW� LV� QRW� XQFRPPRQ� IRU� FRPPXQLWLHV� WR� EODPH� WKH�
ZKLVWOHEORZHU� UDWKHU� WKDQ� WKH� DEXVHU��0RRUH�� ZULWLQJ� IURP� D� 6RXWKHUQ�%DSWLVW� SHUVSHFWLYH��
DUJXHV� WKDW� FKXUFKHV� VKRXOG� ZHOFRPH� H[WHUQDO� VFUXWLQ\� DV� D� IRUFH� IRU� WUDQVSDUHQF\� DQG�
DFFRXQWDELOLW\��
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³$�FKXUFK�WKDW�H[FXVHV��VD\��VH[XDO�LPPRUDOLW\�RU�WKDW�RSSRVHV�PLVVLRQV�LV�GHHPHG�RXW�
RI�IHOORZVKLS�ZLWK�RWKHU�FKXUFKHV��7KH�VDPH�PXVW�EH�WUXH�RI�FKXUFKHV�WKDW�FRYHU�XS�UDSH�
RU�VH[XDO�DEXVH«�1R�FKXUFK�VKRXOG�EH�IUXVWUDWHG�E\�>D@�PHGLD UHSRUW��EXW�VKRXOG�WKDQN�
*RG�IRU�LW��7KH�-XGJHPHQW�6HDW�RI�&KULVW�ZLOO�EH�IDU�OHVV�UHWLFHQW�WKDQ�D�QHZVSDSHU�VHULHV�
WR�XQFRYHU�ZKDW�VKRXOG�QHYHU�KDYH�EHHQ�KLGGHQ�´�����

0RVW�IUHTXHQWO\��HVSHFLDOO\�LQ�LQVXODU�IDLWK�FRPPXQLWLHV��WKHUH�LV�D�GLVWUXVW�RI�RXWVLGHUV�ZKR�
PD\� QRW� UHVSHFW� YDOXHV� WKH� FRPPXQLW\� KROGV� GHDU�� WKLV� ZRUU\� LPSHGHV� FROODERUDWLRQ� ZLWK�
VHFXODU�RUJDQL]DWLRQV�DQG�JRYHUQPHQWDO�DJHQFLHV�LQ�ERWK�WKH�SUHYHQWLRQ RI�DQG�UHVSRQVH�WR�FKLOG�
PDOWUHDWPHQW��7KLV�GLVWUXVW�LV�QRW�XQIRXQGHG��DV�FKLOG�SURWHFWLRQ�SURIHVVLRQDOV�IURP�RXWVLGH�WKH�
IDLWK�FRPPXQLW\�PD\�EH� LOO�HTXLSSHG� WR�VXSSRUW� WKH�FRPPXQLW\� LQ�SURWHFWLQJ�FKLOGUHQ��2QH�
VROXWLRQ�LV� WR�EHWWHU� WUDLQ�RXWVLGH�SURIHVVLRQDOV�WR�LQWHUDFW� LQ�D�FXOWXUDOO\�VHQVLWLYH�PDQQHU��D�
EHWWHU�RSWLRQ�LQYROYHV�WUDLQLQJ�WKRVH�ZLWKLQ�WKH�FRPPXQLW\�LQ�FKLOG�SURWHFWLRQ��
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+RXVHV�RI�ZRUVKLS�DQG�WKHLU�UHODWHG�HQWLWLHV��OLNH�GD\�FDUHV��VFKRROV��FDPSV��DQG�H[WUDFXUULFXODU�
DFWLYLWLHV��FDQ�EH�HQYLVLRQHG�DV�\RXWK�VHUYLQJ�RUJDQL]DWLRQV��<62V���$V�VXFK��WKH������&HQWHUV�
IRU�'LVHDVH�&RQWURO �&'&��UHSRUW��3UHYHQWLQJ�VH[XDO�DEXVH ZLWKLQ�\RXWK�VHUYLQJ�RUJDQL]DWLRQV�
*HWWLQJ� VWDUWHG� RQ� SROLFLHV� SURYLGHV� D� XVHIXO� SUHYHQWLRQ IUDPHZRUN� XSRQ� ZKLFK� WR� EXLOG�
SROLFLHV�DQG�SURFHGXUHV� WKDW�FDQ�JXLGH�SUHYHQWLRQ�HIIRUWV� ������&HQWUDO� WR� WKLV�DSSURDFK� LV�D�
IRFXV� RQ� FDUHIXO� VFUHHQLQJ�RI� DGXOW� HPSOR\HHV� DQG� YROXQWHHUV�� WUDLQLQJ� IRU� ERWK� DGXOWV� DQG�
FKLOGUHQ� WR� FUHDWH� D� FXOWXUH� RI� VDIHW\�� RQ�JRLQJ�PRQLWRULQJ� WR� HQVXUH� FRPSOLDQFH�ZLWK� EHVW�
SUDFWLFHV�� DQG� SURFHGXUHV� IRU� UHVSRQGLQJ� WR� SROLF\ YLRODWLRQV�� <62V� LGHDOO\� SURYLGH�
RSSRUWXQLWLHV�IRU�FKLOGUHQ�WR JURZ�DQG�WR�HQJDJH�LQ�PHDQLQJIXO�DFWLYLWLHV��EXW�WKH\�PD\�DOVR�EH�
SODFHV�ZKHUH�FKLOGUHQ�H[SHULHQFH�KDUP��

86�&DWKROLF�UHVSRQVH�DQG�SUHYHQWLRQ HIIRUWV

7KH�FXUUHQW�IUDPHZRUN�IRU�WKH�86�&DWKROLF�&KXUFK¶V�UHVSRQVH�WR�WKH�SUREOHP�RI�VH[XDO�DEXVH
SHUSHWUDWHG�E\�FOHUJ\��UHIHUUHG�WR�DV�³$�SURPLVH�WR�SURWHFW�SOHGJH�WR�KHDO�´�LV�FRQWDLQHG�LQ�WKH�
&KDUWHU�IRU�WKH�3URWHFWLRQ�RI�&KLOGUHQ�DQG�<RXQJ�3HRSOH������ 2YHU�WLPH�DQG�WKURXJK�PXOWLSOH�
LWHUDWLRQV�� WKH�&KDUWHU�� D�GRFXPHQW�RXWOLQLQJ�EHVW�SUDFWLFHV� LQ� VH[XDO� DEXVH SUHYHQWLRQ��ZDV�
GHYHORSHG� LQ������DQG� WRRN� LWV�FXUUHQW� IRUP� LQ������ ������7KH�&KDUWHU� FRQWDLQV����DUWLFOHV�
RXWOLQLQJ�KRZ�&KXUFK� OHDGHUVKLS�ZLOO�ZRUN� WRZDUGV�SURWHFWLQJ� FKLOGUHQ� IURP� VH[XDO� DEXVH��
$PRQJ�WKH�NH\�HOHPHQWV�LV�D�FRPPLWPHQW�WR�

x 5HPRYH�IURP�PLQLVWU\�FOHULFV�ZKR�KDYH�FUHGLEOH�DOOHJDWLRQV�RI�VH[XDO�DEXVH DJDLQVW�D�
PLQRU��WKH�VR�FDOOHG�]HUR�WROHUDQFH�UXOH���
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x 'HVLJQDWH�D�QRQ�FOHULF�YLFWLP�DVVLVWDQFH�FRRUGLQDWRU�LQ�HDFK�GLRFHVH�WR�UHFHLYH�LQLWLDO�
GLVFORVXUHV�RI�DEXVH DQG�LQWHUIDFH�ZLWK�WKH�YLFWLP��

x 'HVLJQDWH� D� VDIH�HQYLURQPHQW� FRRUGLQDWRU� LQ� HDFK� GLRFHVH� WR� RUJDQL]H� DQG� RYHUVHH�
SUHYHQWLRQ HIIRUWV��LQFOXGLQJ�PDQGDWRU\�WUDLQLQJ�IRU�ERWK�DGXOWV�ZKR�FRPH�LQWR�FRQWDFW�
ZLWK�FKLOGUHQ�DQG�IRU�FKLOGUHQ�ZKR�FRPH�LQWR�WKH�&KXUFK�HQYLURQPHQW�

x 5HSRUW�DOO�UHDVRQDEOH�VXVSLFLRQV�RI�DEXVH WR�WKH�DSSURSULDWH�FLYLO�DXWKRULWLHV��
x (VWDEOLVK�D�ORFDO�UHYLHZ�ERDUG�DW�HDFK�GLRFHVH�FRPSRVHG�SULPDULO\�RI� OD\�&DWKROLFV�

ZKR� DGYLVH� WKH� ELVKRS� RQ� FKLOG� SURWHFWLRQ� LVVXHV�� LQYHVWLJDWLRQV� UHODWHG� WR� FOHUJ\�
DFFXVHG�RI�FKLOG�VH[XDO�DEXVH ZLWKLQ�WKH�GLRFHVH��DQG�SROLFLHV�DQG�SURFHGXUHV�GHVLJQHG�
WR�NHHS�PLQRUV�VDIH�

x (VWDEOLVK�WKH�1DWLRQDO�5HYLHZ�%RDUG��15%��FRPSRVHG�RI� OD\�&DWKROLFV�ZRUNLQJ�WR�
HQVXUH� WKDW�PLQRUV� DUH� SURWHFWHG� DJDLQVW� FKLOG� VH[XDO� DEXVH ZKLOH� LQ� WKH�&KXUFK¶V�
HQYLURQPHQW��

x 6XSSRUW�WZR�DFDGHPLF�VWXGLHV�WR�GHWHUPLQH��ILUVW��WKH�HSLGHPLRORJ\�DQG�EDVHOLQH�GDWD�
FRQFHUQLQJ� FOHUJ\�SHUSHWUDWHG� FKLOG� VH[XDO� DEXVH DQG�� VHFRQG�� KRZ�EHVW� WR� XVH� WKLV�
NQRZOHGJH RI�WKH�FDXVHV�RI�DEXVHV�WR�OHVVHQ�WKH�ULVN��

x 2QJRLQJ�DQQXDO�DXGLWV�RI�FRPSOLDQFH�E\�HDFK�GLRFHVH������

3UHYHQWLQJ�DEXVH��WKH�IRFXV�RI�WKLV�FKDSWHU��UHODWHV�FORVHO\�WR�KRZ�WKH�&KXUFK�UHVSRQGV�WR�
YLFWLPV��7KH�86&&%�&KDUWHU�DLPV�WR�FUHDWH�IDLWK�EDVHG�HQYLURQPHQWV�ZKHUH�FKLOGUHQ�DUH�IUHH�
IURP�KDUP�� ERWK� WKH� KDUP� RI� DEXVH� DQG� WKH�KDUP�RI�PLVKDQGOHG� UHYHODWLRQV� RI� DEXVH��7KH�
HQRUPLW\� RI� WKLV� XQGHUWDNLQJ� EHFRPHV� FOHDU�ZKHQ� UHYLHZLQJ� WKH� DQQXDO� DXGLWV� RI�'LRFHVDQ�
FRPSOLDQFH�ZLWK�WUDLQLQJ�UHTXLUHPHQWV��)RU�H[DPSOH��LQ������MXVW�XQGHU�����RI�SULHVWV²RYHU�
������� LQGLYLGXDOV²SDUWLFLSDWHG� LQ� WUDLQLQJ�� DQG�VLPLODUO\�KLJK�SHUFHQWDJHV�RI�GHDFRQV�DQG�
RUGLQDWLRQ�FDQGLGDWHV�SDUWLFLSDWHG�LQ�WUDLQLQJ�DV�ZHOO�������,Q�DGGLWLRQ��RYHU� WKUHH�DQG�D�KDOI�
PLOOLRQ�FKLOGUHQ�SDUWLFLSDWHG�LQ�WUDLQLQJ��ZKLFK�UHSUHVHQWV�DOPRVW�����RI�FKLOGUHQ�IURP�&DWKROLF�
GLRFHVHV�QDWLRQZLGH�������

7KH� VDIH� HQYLURQPHQW� WUDLQLQJV� YDU\� IURP� ORFDOO\� GHYHORSHG� RIIHULQJV� WR� FRPPHUFLDOO\�
DYDLODEOH� FXUULFXOD�� ,Q� UHVSRQVH� WR� FRQFHUQV� DURXQG� WKH� HIIHFWLYHQHVV� RI� VDIH� HQYLURQPHQW�
WUDLQLQJ�SURJUDPV��WKH�86&&%�FRPPLVVLRQHG�D�UHYLHZ�RI�UHOHYDQW�UHVHDUFK��ZKLFK�FRQFOXGHG�
WKDW�VXFK�WUDLQLQJV�HIIHFWLYHO\�WHDFK�FKLOGUHQ�DERXW�VH[XDO�DEXVH��HTXLSSLQJ�WKHP�ZLWK�VNLOOV�WR�
VHHN� DVVLVWDQFH�� DQG� LQFUHDVLQJ� GLVFORVXUH� UDWHV� ������ 7KH� OLWHUDWXUH� UHYLHZ� DOVR� IRXQG� WKDW�
SDUHQWV JHQHUDOO\� VXSSRUW� VH[XDO� DEXVH SUHYHQWLRQ� WUDLQLQJV�� WKDW� SURJUDPV� WHQG� WR� LQFUHDVH�
GLDORJXH�EHWZHHQ�SDUHQWV�DQG�FKLOGUHQ�RQ�WKLV�WRSLF��DQG��LQ�FDVHV�ZKHUH�DEXVH�KDV�RFFXUUHG��
WKDW�FKLOGUHQ�ZKR�KDYH�JRQH�WKURXJK�WUDLQLQJ�H[SHULHQFH�OHVV�VHOI�EODPH�DQG�EHOLHYH�WKDW�WKH\�
DFWHG�WR�SURWHFW�WKHPVHOYHV��)LQDOO\��QHJDWLYH�HPRWLRQDO�UHDFWLRQV�WR�WKH�WUDLQLQJV�ZHUH�VKRUW�
OLYHG�DQG�IDYRUDEO\�EDODQFHG�E\�WKH�SRVLWLYH�HIIHFWV������������������6XUYH\V�IXUWKHU�FRQILUPHG�
WKDW�WKH�PDMRULW\�RI�WUDLQLQJ�SURJUDPV�LQFRUSRUDWHG�WKH�EHVW�SUDFWLFHV��WKRVH�WKDW�GLG�QRW�ZHUH�
SURYLGHG�ZLWK�D�FKHFNOLVW�IRU�IXWXUH�XVH�������7DEOH���VXPPDUL]HV�NH\�GRFXPHQWV�LQ�WKH�&DWKROLF�
UHVSRQVH�WR�FKLOG�VH[XDO�DEXVH ZLWKLQ�WKH�FKXUFK��
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7DEOH����3URPLVH�WR�SURWHFW�SOHGJH�WR�KHDO������

.H\�GRFXPHQW�LVVXHG %ULHI�GHVFULSWLRQ
&KDUWHU�IRU�WKH�3URWHFWLRQ�RI�&KLOGUHQ�DQG�<RXQJ�3HRSOH
x 2ULJLQDOO\�LVVXHG�LQ�6XPPHU������DIWHU�PHHWLQJ�RI�8QLWHG�6WDWHV�

&RQIHUHQFH�RI�&DWKROLF�%LVKRSV��86&&%�
x &RQWDLQV�86�&DWKROLF�%LVKRSV�FROOHFWLYH�DSRORJ\�IRU�WKH�OHDGHUVKLS�

IDLOXUHV�DVVRFLDWHG�ZLWK�FOHUJ\�DEXVH DQG�DUWLFXODWHV�D�FRPPLWPHQW�WR�
FRQIURQW�WKH�SUREOHP�DQG�WR�SUHYHQW�IXWXUH�FOHUJ\�DEXVH

x &RQWDLQV����DUWLFOHV�WKDW�GHWDLO�D�FRPSUHKHQVLYH�DSSURDFK�UHODWHG�WR�
VH[XDO�DEXVH RI�PLQRUV�LQ�WKH�86�&DWKROLF�&KXUFK

x 5HYLVHG���WLPHV�VLQFH�LWV�LQLWLDO�SXEOLFDWLRQ�LQ�����
x $PRQJ�RWKHU�FRPSRQHQWV�HVWDEOLVKHV

ޤ /D\�DGYLVRU\�ERDUG��1DWLRQDO�5HYLHZ�%RDUG
ޤ &RPPLWV�WR�UHJXODU�DXGLWLQJ�SURFHVV�DQG�SXEOLF�UHSRUWLQJ�RI�
FRPSOLDQFH�ZLWK����FRPSRQHQWV

5HTXLUHV�DOO�GLRFHVHV�WR�LQVWLWXWH�³VDIH�HQYLURQPHQW´�WUDLQLQJ�IRU�FKLOGUHQ�
DQG�DGXOWV��LQFOXGLQJ�FOHUJ\��VWDII�DQG�YROXQWHHUV��LQ�FKXUFK�HQYLURQPHQW

1DWXUH�DQG�6FRSH�6WXG\�UHOHDVHG�����
x &RQGXFWHG�E\�-RKQ�-D\�&ROOHJH�RI�&ULPLQDO�-XVWLFH�DW�7KH�&LW\�

8QLYHUVLW\�RI�1HZ�<RUN

x .H\�)LQGLQJV�DURXQG�WKH�HSLGHPLRORJ\�RI�FOHUJ\�VH[XDO�DEXVH
EHWZHHQ������DQG�������
ޤ 'RFXPHQWHG��������PLQRUV�NQRZQ�WR�KDYH�EHHQ�DEXVHG�E\�FOHUJ\�
LQ�WKDW����\HDU�SHULRG��

ޤ 'RFXPHQWHG�������SULHVWV�DQG�GHDFRQV�ZKR�KDG�FUHGLEOH�
DOOHJDWLRQV�RI�FOHUJ\�VH[XDO�DEXVH DJDLQVW�WKHP��7KLV�ZDV�RXW�RI�D�
WRWDO�RI���������FOHUJ\�LQ�PLQLVWU\�GXULQJ�WKRVH�\HDUV��a����

ޤ 0DMRULW\�RI�UHSRUWV�������UHFHLYHG�EHWZHHQ������DQG������ZLWK�
PDQ\�GHPRQVWUDWLQJ�D����WR����\HDU�ODJ�WLPH�EHWZHHQ�DEXVH DQG�
UHSRUWLQJ

&DVHV�SHDNHG�WKH�HQG�RI�����V�DQG�WKURXJKRXW�����V�ZLWK�VWHDG\�GHFOLQH�
GXULQJ�����V�DQG�����V
&DXVHV�DQG�&RQWH[W�6WXG\��UHOHDVHG�����
x &RQGXFWHG�E\�-RKQ�-D\�&ROOHJH�RI�&ULPLQDO�-XVWLFH�DW�7KH�&LW\�

8QLYHUVLW\�RI�1HZ�<RUN
x .H\�)LQGLQJV�DURXQG�IDFWRUV�WKDW�OHG�WR�WKH�VXUJH�RI�DEXVH FDVHV�

LGHQWLILHG�LQ�1DWXUH�	�6FRSH�6WXG\��([SORUHG�IDFWRUV�DW��
ޤ VHPLQDULHV
ޤ SDULVK�OHYHO
ޤ VRFLHW\�DW�ODUJH
ޤ OHDGHUVKLS�OHYHO

5HFRPPHQGHG�VLWXDWLRQ�SUHYHQWLRQ HIIRUWV�WR�FUHDWH�DQ�HQYLURQPHQW�
ZKHUH�VH[XDO�DEXVH RI�PLQRUV�E\�FOHUJ\�RU�RWKHU�DGXOWV�ZRXOG�EHFRPH�
PRUH�GLIILFXOW�WR�FRPPLW
$XGLWV��FRQGXFWHG�DQQXDOO\�VLQFH������
x ����RI�����GLRFHVHV�SDUWLFLSDWHG�LQ�WKH�DQQXDO�DXGLW
x %HWZHHQ�-XO\���������DQG�-XQH�����������������DOOHJDWLRQV�RI�DEXVH

ZHUH�UHSRUWHG�E\�������YLFWLPV�VXUYLYRUV�RI�FKLOG�VH[XDO�DEXVH E\�
FOHUJ\�IURP�WKH�����SDUWLFLSDWLQJ�GLRFHVHV��
ޤ 0RVW�ZHUH�KLVWRULFDO�UHSRUWV�RI�QRZ�DGXOWV�ZKR�UHSRUWHG�SDVW�DEXVH
ZKHQ�WKH\�ZHUH�PLQRUV

ޤ ���RI�WKH��������DOOHJDWLRQV�ZHUH�E\�FXUUHQW�PLQRUV
ޤ ��ZHUH�VXEVWDQWLDWHG
ޤ ���UHPDLQHG�LQ�LQYHVWLJDWLRQ
ޤ ��ZHUH�XQVXEVWDQWLDWHG
ޤ ��ZHUH�LQGHWHUPLQDWH
ޤ ��ZHUH�UHIHUUHG�WR�D�UHOLJLRXV�RUGHU�DQG���WR�DQRWKHU�GLRFHVH�IRU
LQYHVWLJDWLRQ
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6HOHFW�&KULVWLDQ�GHQRPLQDWLRQV¶�UHVSRQVH�DQG�SUHYHQWLRQ HIIRUWV

,Q� WKH� HDUO\� ����V�� %DV\OH� 7FKYLGMLDQ� IRXQGHG� ³*RGO\� UHVSRQVH� WR� DEXVH LQ� WKH� &KULVWLDQ�
HQYLURQPHQW´��*5$&(���$V�D�IRUPHU�FKLOG�DEXVH SURVHFXWRU�DQG�WKH�JUDQGVRQ�RI�%LOO\�*UDKDP��
7FKLYLGMLDQ� HQOLVWHG� VXSSRUW� IURP SURPLQHQW� H[SHUWV� LQ� WKH� ILHOG� DQG� DFURVV� WKH� IDLWK�
FRPPXQLW\�� *5$&(� FRQGXFWHG� FKLOG� DEXVH� LQYHVWLJDWLRQV� DW� PDMRU� &KULVWLDQ� LQVWLWXWLRQV��
LQFOXGLQJ�%RE�-RQHV�8QLYHUVLW\�DQG�1HZ�7ULEHV�0LVVLRQ��,Q�DGGLWLRQ�WR�DVVHVVLQJ�SDVW�IDLOXUHV�
WR� DGGUHVV� FKLOG� DEXVH�� *5$&(� ODXQFKHG� DQ� LQLWLDWLYH� FDOOHG� WKH� ³6DIHJXDUGLQJ� ,QLWLDWLYH´�
ZKLFK� SURYLGHV� LQ�SHUVRQ� WUDLQLQJ� DQG� GLUHFW� DVVLVWDQFH� WR� FKXUFKHV� LQ� GHYHORSLQJ� SROLFLHV�
XQLTXHO\� WDLORUHG� WR� WKHLU� PLQLVWULHV� ������ *5$&(¶V� 6DIHJXDUGLQJ� ,QLWLDWLYH�
�ZZZ�QHWJUDFH�RUJ�VDIHJXDUGLQJ�LQLWLDWLYH��LV�D�FRPSUHKHQVLYH�SURFHVV�WKDW�LQFOXGHV�

x ,Q�SHUVRQ��H[SHUW�WUDLQLQJ�IRU�HYHU\�OHYHO�RI�WKH�FKXUFK��OHDGHUVKLS��DGXOWV��\RXWK��DQG�
FKLOGUHQ�

x (VWDEOLVKLQJ� D� VDIHJXDUGLQJ� WHDP� WR� KHOS� LPSOHPHQW� DOO� SROLF\ ³EHVW� SUDFWLFHV´�
FXVWRPL]HG�WR�WKH�FKXUFK¶V�PLQLVWU\�

x 2Q�VLWH�EXLOGLQJ�ULVN�DVVHVVPHQW�
x ,PSOHPHQWLQJ�VSHFLILF�VWHSV�WR�FUHDWH�D�KHDOLQJ�HQYLURQPHQW�IRU�VXUYLYRUV�

,Q� ������ WKH� 6RXWKHUQ�%DSWLVW� &RQYHQWLRQ� ODXQFKHG� DQ� LQLWLDWLYH� FDOOHG� ³&DULQJ�ZHOO�´�
ZKLFK�LQFOXGHV�IUHH�RQOLQH�WUDLQLQJ��D�KLULQJ�JXLGH�IRU�VFUHHQLQJ�HPSOR\HHV�DQG�YROXQWHHUV��D�
OLVWLQJ� RI� UHFRJQL]HG� WUDLQLQJ� SURJUDPV�� DQG� RWKHU� UHVRXUFHV� ������ 7KLV� UHSRUW� ZDV�
FRPPLVVLRQHG�E\�WKH�3UHVLGHQW�RI�WKH�6RXWKHUQ�%DSWLVW�&RQYHQWLRQ��6%&��WR�DGGUHVV�WKH�FULVLV�
RI� VH[XDO� DEXVH ZLWKLQ� LWV� FRQJUHJDWLRQV�� 7KH� UHSRUW� OHG� WR� D� ³&DULQJ� :HOO´�
�KWWSV���FDULQJZHOO�FRP��� LQLWLDWLYH� GHVLJQHG� WR� SURYLGH� HGXFDWLRQ� RQ� FKLOG� DEXVH�� WR� DVVLVW�
FRQJUHJDWLRQV�LQ�LPSOHPHQWLQJ�SROLFLHV��DQG�WR�DGGUHVV�WKH�VSLULWXDO�QHHGV�RI�VXUYLYRUV�RI�DEXVH��
7KH�UHSRUW�ZDV�SXEOLVKHG�LQ������

7DEOH����&DULQJ�ZHOO

KWWSV���FDULQJZHOO�FRP�

7KLV�UHSRUW�ZDV�FRPPLVVLRQHG�E\�WKH�3UHVLGHQW�RI�WKH�6RXWKHUQ�%DSWLVW�
&RQYHQWLRQ��6%&��WR�DGGUHVV�WKH�FULVLV�RI�VH[XDO�DEXVH ZLWKLQ�LWV�
FRQJUHJDWLRQV��7KH�UHSRUW�OHG�WR�D�³&DULQJ :HOO´�LQLWLDWLYH�GHVLJQHG�WR�
SURYLGH�HGXFDWLRQ�RQ�FKLOG�DEXVH��WR�DVVLVW�FRQJUHJDWLRQV�LQ�
LPSOHPHQWLQJ�SROLFLHV��DQG�WR�DGGUHVV�WKH�VSLULWXDO�QHHGV�RI�VXUYLYRUV�RI�
DEXVH��7KH�UHSRUW�ZDV�SXEOLVKHG�LQ������
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7KH�:LVFRQVLQ (YDQJHOLFDO�/XWKHUDQ�6\QRG��WKH�WKLUG�ODUJHVW�/XWKHUDQ�ERG\�LQ�WKH�8QLWHG�
6WDWHV��KDV�GHYHORSHG�D�VSHFLDO�PLQLVWU\�RQ�FKLOG�DEXVH FDOOHG�³)UHHGRP�IRU�WKH�&DSWLYHV�´�D�
SKUDVH�GUDZQ�IURP�WKH�ZRUGV�RI�-HVXV��/XNH��������7KH�PLQLVWU\�LQFOXGHV�D�IUHH�RQOLQH�WUDLQLQJ�
DV� ZHOO� DV� DVVLVWDQFH� WR� FKXUFKHV� LQ� UHFHLYLQJ� LQ�SHUVRQ� WUDLQLQJ� ������ 7KH� PLQLVWU\� KDV�
GHYHORSHG�D�QXPEHU�RI�UHVRXUFHV�WR�DVVLVW�FRQJUHJDWLRQV�QRW�RQO\�LQ�SROLF\ GHYHORSPHQW�EXW�LQ�
PLQLVWHULQJ� WR� WKH� VSLULWXDO� QHHGV� RI� DEXVHG� FKLOGUHQ� DQG� DGXOW� VXUYLYRUV�� )UHHGRP� IRU� WKH�
&DSWLYHV�VHHNV�WR�HPSRZHU�WKH�&KULVWLDQ�FRPPXQLW\�WR�UHVSRQG�ZLWK�H[FHOOHQFH�WR�WKH�VLQ�RI�
FKLOG�DEXVH��7R�WKLV�HQG��)UHHGRP�IRU�WKH�&DSWLYHV���KWWSV���IUHHGRPIRUFDSWLYHV�FRP��

x 3URYLGHV� UHVRXUFHV� WR� SDVWRUV�� WHDFKHUV�� DQG� OD\� &KULVWLDQV� WKDW� ZLOO� GHHSHQ� WKHLU�
XQGHUVWDQGLQJ� RI� FKLOG� DEXVH DQG� LPSURYH� WKH� &KULVWLDQ� UHVSRQVH� WR� WKH� SK\VLFDO��
HPRWLRQDO�DQG�VSLULWXDO�LPSDFW�RI�PDOWUHDWPHQW��

x 2IIHUV UHVRXUFHV� IRU� VXUYLYRUV� LQFOXGLQJ� UHFRPPHQGHG� UHDGLQJV� DQG� JXLGDQFH� LQ�
VHOHFWLQJ�FRXQVHOLQJ�RU�RWKHU�VHUYLFHV��

x *LYHV�GLUHFW�DVVLVWDQFH�WR�LQGLYLGXDO�VXUYLYRUV�ZKR�PD\�KDYH�D�VSLULWXDO�TXHVWLRQ�QRW�
DGGUHVVHG�RQ�WKH�ZHEVLWH�RU�ZKR�QHHG�DVVLVWDQFH�LQ�ILQGLQJ�D�FRXQVHORU�

9LFWRU�9LHWK��WKH�'LUHFWRU�RI�WKH�=HUR�$EXVH�3URMHFW��RIIHUV�D�SUDFWLFDO�WHQ�VWHS�RXWOLQH�WR�
IDLWK�EDVHG�RUJDQL]DWLRQV�LQWHUHVWHG�LQ�GHYHORSLQJ�DQG�LPSOHPHQWLQJ�SROLFLHV�WR�FUHDWH�D�VDIH�
HQYLURQPHQW�IRU�FKLOGUHQ�LQ�WKHLU�KRXVHV�RI�ZRUVKLS�������

�� &RQVXOW�ZLWK�DW�OHDVW�RQH�FKLOG�DEXVH H[SHUW�LQ�GHYHORSLQJ�SROLFLHV�
�� 8QGHUVWDQG� WKDW� LQVXUDQFH� SURYLGHUV� DQG� VRPH� ODZ� ILUPV� KDYH� D� YHVWHG� LQWHUHVW� LQ�

SUHYHQWLQJ�IXWXUH�DEXVH DV�ZHOO�DV�VXSSUHVVLQJ�LQIRUPDWLRQ�DERXW�SDVW�DEXVH�
D� 9LFWLPV�RIWHQ�ZDQW�DQ�H[SOLFLW�DSRORJ\��DQG�KHDULQJ�RQO\�VLOHQFH�HQJHQGHUV�DQJHU�

DQG�D�VHQVH�WKDW�OLWLJDWLRQ�LV�WKHLU�RQO\�UHFRXUVH��
E� $�WKRURXJK�UHYLHZ�RI�DOO�SRWHQWLDO�DEXVH E\�DQ�DOOHJHG�SHUSHWUDWRU�LV�HVVHQWLDO�LQ�

RUGHU�WR�DYRLG�RYHUORRNLQJ�RWKHU�SRVVLEOH�FDVHV��
�� /LPLW�WKH�RSSRUWXQLW\�IRU�VH[�RIIHQGHUV�WR�DFFHVV�FKLOGUHQ�WKURXJK�

D� (QVXULQJ�WZR�GHHS�OHDGHUVKLS��FKLOGUHQ�VKRXOG�DOZD\V�EH�LQ�WKH�FDUH�RI�DW�OHDVW�WZR�
FKXUFK�ZRUNHUV�

E� 5HVSHFWLQJ�WKH�SULYDF\�RI�FKLOGUHQ�DQG�DGROHVFHQWV ZKHQ�LQ�ORFNHU�URRPV��VKRZHUV�
DQG�UHVWURRPV�

F� 6HSDUDWLQJ�VOHHSLQJ�DFFRPPRGDWLRQV�IRU�FKLOGUHQ�DQG�XQUHODWHG�DGXOWV�
G� /LPLWLQJ�RU�SURKLELWLQJ�HYHQWV�DW�ZRUNHUV¶�KRPHV�DQG��LI�WKHVH�HYHQWV�DUH�GHHPHG�

QHFHVVDU\��LPSOHPHQWLQJ�DSSURSULDWH�SROLFLHV��
H� 3URKLELWLQJ�HPSOR\HHV�DQG�YROXQWHHUV�IURP�ZHDULQJ�W�VKLUWV�RU�RWKHU�DSSDUHO�ZLWK�

VH[XDOO\� H[SOLFLW� ODQJXDJH� RU� LPDJHV� WKDW� PD\� FUHDWH� RSSRUWXQLWLHV� IRU�
LQDSSURSULDWH�VH[XDO�FRQYHUVDWLRQV�RU�EHKDYLRUV�ZLWK�RU�DURXQG�\RXWK��

I� 3URKLELWLQJ�VH[XDO�MRNHV��FRPPHQWV�DQG�EHKDYLRUV�
J� 5HTXLULQJ�ZLQGRZHG�URRPV�DQG�RSHQ�GRRUV��UHLQIRUFLQJ�WKDW�DGXOWV�DQG�FKLOGUHQ�

QRW�EH�LVRODWHG�RU�QRW�YLVLEOH�WR�RWKHUV�
K� 3URKLELWLQJ�FRUSRUDO�SXQLVKPHQW�

�� &RQGXFW�D�EDFNJURXQG�FKHFN�DQG�RUDO�VFUHHQLQJ�RI�ZRUNHUV�DQG�YROXQWHHUV�
�� 7HDFK�SHUVRQDO�VDIHW\�WR�FKLOGUHQ�LQ�IDLWK�EDVHG�VFKRROV�
�� 'RQ¶W�LQYHVWLJDWH��UHSRUW�
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�� 'HYHORS�FKXUFK�SROLFLHV� IRU� VH[�RIIHQGHUV�ZKR�ZLVK� WR�DWWHQG�VHUYLFHV�RU� WR� MRLQ�D�
FRQJUHJDWLRQ�

�� %H�FRJQL]DQW�WKDW�VRPH�RIIHQGHUV�DUH�VHHNLQJ�³&KHDS�*UDFH�´
D� 0RXWKLQJ�ZRUGV�RI�UHSHQWDQFH�PD\�PDVN�WKH�PDQLSXODWLYH�LQWHQW�RI�VRPHRQH�ZKR�

VHHNV�WR�WDNH�DGYDQWDJH�RI�WKH�FKXUFK¶V�GHVLUH�WR�VXSSRUW�WKRVH�ZKR�DUH�UHPRUVHIXO�
E� 2IIHQGHUV�PXVW�EH�ZLOOLQJ�WR�FRPSO\�ZLWK�DFFRXQWDELOLW\ PHDVXUHV DQG�DSSURSULDWH�

QRWLILFDWLRQV�DQG�VDIHJXDUGV�WR�EH�SHUPLWWHG�WR�EH�LQ�WKH�FKXUFK�HQYLURQPHQW�
�� 'HYHORS�SROLFLHV�IRU�UHVSRQGLQJ�WR�DQ�DOOHJDWLRQ�ZLWKLQ�D�IDLWK�FRPPXQLW\�
��� 3ROLFLHV�PXVW�EH�DFFRPSDQLHG�E\�WUDLQLQJ�

(DFK�RI�WKHVH�VWHSV��ZKHQ�XQGHUWDNHQ�WKRXJKWIXOO\�DQG�ZLWK�H[SHUW�JXLGDQFH��FDQ�KHOS�WR�
HQVXUH�WKDW�IDLWK�EDVHG�RUJDQL]DWLRQV�SURWHFW�\RXWK�WKURXJK�HGXFDWLRQ��WUDQVSDUHQF\��SODQQLQJ��
DQG�SROLF\�PDNLQJ��

6HOHFWHG�-HZLVK�UHVSRQVH�DQG�SUHYHQWLRQ HIIRUWV

6DFUHG� 6SDFHV� ZDV� IRXQGHG� LQ� ����� WR� DGGUHVV� LVVXHV� RI� LQVWLWXWLRQDO� DEXVH LQ� -HZLVK�
FRPPXQLWLHV�DFURVV�1RUWK�$PHULFD��2SHUDWLQJ�ZLWK�D�SDUWQHUVKLS�UDWKHU�WKDQ�DGYRFDF\�OHQV��
6DFUHG�6SDFHV�VXSSRUWV�-HZLVK�LQVWLWXWLRQV�LQ�GHYHORSLQJ�FRPSUHKHQVLYH��FXOWXUDOO\�VSHFLILF��
DEXVH�SUHYHQWLRQ SURJUDPV�DQG�LQ�UHVSRQVLEOH�DQG�HWKLFDO�KDQGOLQJ�RI�LQVWDQFHV�RI�DEXVH��,Q�WKH�
6XPPHU� RI� ������ ³,QVWLWXWLRQDO� DEXVH� LQ� WKH� -HZLVK� &RPPXQLW\´� ZDV� SXEOLVKHG� E\� 7KH�
5DEELQLFDO�&RXQFLO�RI�$PHULFD�DQG�H[SORUHG�WKUHH�IRXQGDWLRQDO�FDWHJRULHV�RI�HUURU�LQ�-HZLVK�
FRPPXQDO�UHVSRQVHV�WR�UHSRUWV�RI�VH[XDO�DEXVH ± SV\FKRORJLFDO��OHJDO��DQG�KDODNKLF �-HZLVK�
OHJDO��± DQG�SURYLGHG� UHFRPPHQGDWLRQV� IRU� DYRLGLQJ� WKHVH� FRPPRQ�PLVVWHSV� ������$OVR� LQ�
������D�-XPSVWDUW�UHSRUW�IRFXVHG�RQ�WKH�VWDWH�RI�FKLOG�VDIHW\�LQ�-HZLVK�'D\�6FKRROV�DQG�VXPPHU�
FDPSV�QRWHG�WKDW�VFKRROV�LQ�SDUWLFXODU�ODFN�UREXVW�WUDLQLQJ�DQG�FRPSUHKHQVLYH�SROLFLHV��,Q�WKH�
VSULQJ� RI� ������ 6DFUHG� 6SDFHV� ODXQFKHG� D� FXWWLQJ�HGJH� FKLOG� VDIHJXDUGLQJ� LQLWLDWLYH� FDOOHG�
$OHLQX��ZZZ�$OHLQX&DPSDLJQ�RUJ���+HEUHZ�IRU�³,W¶V�RQ�XV�´�HPSKDVL]LQJ�WKH�QHHG�IRU�DGXOWV�
WR�WDNH�WKH�OHDG�LQ�SURWHFWLQJ�FKLOGUHQ��%\�XVLQJ�DQ�LQWHUDFWLYH�ZHE�SODWIRUP��$OHLQX�PLQLPL]HV�
FRVWV�WR�LQFUHDVH�DFFHVVLELOLW\�IRU�LQGLYLGXDO�LQVWLWXWLRQV��$OHLQX�RXWOLQHV�WHQ�EHVW�SUDFWLFHV�LQ�
FKLOG�SURWHFWLRQ��SURYLGLQJ�VWHS�E\�VWHS�JRDOV�DQG�UHVRXUFHV�IRU�LPSOHPHQWLQJ�WKHP�LQ�-HZLVK�
FRPPXQLWLHV�� DQG� SURYLGHV� SDUWLFLSDWLQJ� RUJDQL]DWLRQV� ZLWK� D� FRPPXQLW\� RI� SUDFWLFH� DQG�
ELZHHNO\�RIILFH�KRXUV�IRU�H[SHUW�FRQVXOWDWLRQ��$OHLQX¶V�%HVW�3UDFWLFHV�LQFOXGH��

x )RUP�D�FKLOG�VDIHW\�FRPPLWWHH��
x &UHDWH�RSSRUWXQLWLHV�IRU�FRPPXQLW\�GLDORJXH��
x 6FUHHQ�HPSOR\HHV�DQG�YROXQWHHUV��
x $VVHVV�\RXU�VSDFH��
x ,PSOHPHQW�JXLGHOLQHV�IRU�LQWHUDFWLQJ�ZLWK�\RXWK��
x 7UDLQ�DGXOWV��
x 6XSSRUW�YLFWLP�VXUYLYRUV��
x 'HYHORS�SURWRFROV�IRU�UHVSRQGLQJ��
x (PSRZHU�\RXWK��
x 0DLQWDLQ�	�HYDOXDWH�\RXU�&KLOG�6DIHW\�3URJUDP�������
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(DFK� EHVW� SUDFWLFH� LQFOXGHV�PXOWLSOH� XVHU�IULHQGO\� UHVRXUFHV� DQG� RSHQV�ZLWK� D�+HEUHZ�
TXRWH��IUDPLQJ�WKDW�SDUWLFXODU�VDIHJXDUG�DV�D�PRUDO�-HZLVK�LPSHUDWLYH�� ,Q�DGGLWLRQ�� WRROV�DUH�
WDLORUHG�WR�SURYLGH�VSHFLILF��SUDFWLFDO�JXLGDQFH�ZLWKLQ�D�IUDPHZRUN�RI�VDIHJXDUGLQJ�DQG�-HZLVK�
IDLWK��)RU�LQVWDQFH��%HVW�3UDFWLFH����&UHDWH�2SSRUWXQLWLHV�IRU�&RPPXQLW\�'LDORJXH��LQFOXGHV�
-HZLVK�WH[W�VWXGLHV�FOHUJ\�FDQ�XVH�WR�HQJDJH�WKHLU�FRQJUHJDWLRQV�DQG�URRW�WKH�ZRUN�LQ�-HZLVK�
YDOXHV� DQG� WUDGLWLRQ��%HVW� 3UDFWLFH� ���'HYHORS�3URWRFROV� IRU�5HVSRQGLQJ�� LQFOXGHV� UDEELQLF�
UXOLQJV�DGGUHVVLQJ�-HZLVK�OHJDO�FRQVWUXFWV��KDODNKDK��WKDW�PLJKW�KLQGHU�UHSRUWLQJ��VXFK�DV�WKH�
SURKLELWLRQ� DJDLQVW� VODQGHU� RU� WKH� UHTXLUHPHQW� WR� MXGJH� DQRWKHU� -HZ� IDYRUDEO\�� 7KH� RQOLQH�
SODWIRUP�DOORZV�\RXWK�VHUYLQJ�RUJDQL]DWLRQV�WR�H[WHQG�WKHLU�VDIHJXDUGLQJ�ZRUN�WR�YLUWXDO�VSDFHV�
WR�PHHW�WKH�FKDOOHQJHV�RI�LQFUHDVLQJ�RQOLQH�SURJUDPPLQJ�IRU�\RXWK��,Q�DGGLWLRQ��LQ�WKH�VSLULW�RI�
HFXPHQLVP�DQG�VKDULQJ�RI EHVW�SUDFWLFHV��WZR�&KULVWLDQ�RUJDQL]DWLRQV�KDYH�EHJXQ�WR�DGDSW�VRPH�
RI�$OHLQX¶V�UHVRXUFHV��ZZZ�$OHLQX&DPSDLJQ�RUJ��

/22.,1*�)25:$5'�

'HVSLWH�WKH�SURIRXQG�QHHG�DUWLFXODWHG�DW�WKH�RXWVHW�RI�WKLV�FKDSWHU�IRU�PRUH�ZRUN�WR�EH�GRQH�LQ�
FRQIURQWLQJ�DQG�HOLPLQDWLQJ�FKLOG�PDOWUHDWPHQW LQ�KRXVHV�RI�ZRUVKLS��LW�LV�HQFRXUDJLQJ�WR�VHH�
WKH�UDQJH�RI�HIIRUWV�DFURVV�IDLWK�WUDGLWLRQV�WKDW�KDYH�HPHUJHG�IURP�D�FRQFHUWHG�HIIRUW�WR�DGGUHVV�
FKLOG�PDOWUHDWPHQW��5HFRJQL]LQJ�WKDW�KRXVHV�RI�ZRUVKLS�DUH�LQGHHG�SODFHV�ZKHUH�PDOWUHDWPHQW�
RFFXUV��ZH�PXVW�UHPLQG�RXUVHOYHV�DQG�RQH�DQRWKHU�WKDW�WKH�ULVN�RI�³JD]H�DYHUVLRQ´�UHPDLQV��
&RLQHG�E\�.UXJPDQ DQG�/HYHQWKDO������LQ�WKHLU�GHVFULSWLRQ�RI�VRFLHW\¶V�JHQHUDO�UHVSRQVH�WR�
FKLOG� PDOWUHDWPHQW�� JD]H� DYHUVLRQ� LV� WKH� LQWHQWLRQDO� RU� LQDGYHUWHQW� GLVUHJDUG� RI� RXU� PRUDO�
LPSHUDWLYH�� ³7R� GLUHFWO\� ORRN� PHDQV� WDFNOLQJ� WKH� SUREOHP� KHDG� RQ�� DQG� WKDW� UHTXLUHV� DQ�
HIIHFWLYH´� VHW� RI� VWUXFWXUHV� DQG� UHVSRQVH� DSSURDFKHV� ³FRPPHQVXUDWH�ZLWK� WKH� H[WHQW� RI� WKH�
SUREOHP´� ������ 7KH� DSSURDFKHV� RXWOLQHG� LQ� WKLV� FKDSWHU� KLJKOLJKW� IDLWK�EDVHG� FRPPXQLWLHV¶�
QHZIRXQG� ZLOOLQJQHVV� WR� ORRN� GLUHFWO\� DW� WKH� LVVXH� RI� FKLOG� PDOWUHDWPHQW�� DFNQRZOHGJH� LWV�
SUHVHQFH��DQG�FUHDWH�WKH�QHFHVVDU\�WRROV�WR�ILJKW�LW�

6LWXDWLRQDO�SUHYHQWLRQ DSSURDFK

7KH�FRQWHQW�SUHVHQWHG�KHUHLQ�DOVR�GHPRQVWUDWHV�WKH�UHODWLYH�FRPSOH[LW\�RI�WKLV�WDVN��ERWK�ZLWKLQ�
DQG�DFURVV�KRXVHV�RI�ZRUVKLS��RZLQJ�WR�IDLWKV¶�YDU\LQJ�WUDGLWLRQV��ZRUOGYLHZV��DQG�JRYHUQDQFH�
VWUXFWXUHV��:LWK�VXFK�GLYHUVH�RUJDQL]DWLRQDO�LVVXHV��HPEUDFLQJ�D�SDUDGLJP�WKDW�DOORZV�IRU�EURDG�
DSSOLFDWLRQ�RI�SULQFLSOHV�WR�D�VHW�RI�YDU\LQJ�FRQWH[WV�RIIHUV�WKH�PRVW�IOH[LELOLW\�DQG�SUDJPDWLVP�
PRYLQJ� IRUZDUG��.DXIPDQ�DQG�FROOHDJXHV� �������� VXJJHVW� VXFK�D�SDUDGLJP�� WKH�6LWXDWLRQDO�
3UHYHQWLRQ�$SSURDFK��WKDW�IRFXVHV�RQ�UHILQHPHQWV�LQ�FKLOGUHQ¶V�HQYLURQPHQWV��7KLV�DSSURDFK�
LV�FXUUHQWO\�EHLQJ�PRGLILHG�DQG�DSSOLHG�WR�<62V�WKDW�VHUYH�\RXQJ�HOLWH�DWKOHWHV�ZKR�DUH�WUDLQLQJ�
DQG�FRPSHWLQJ�ZLWK�WKH�2O\PSLF�3DUDO\PSLF�PRYHPHQW��

6LWXDWLRQDO�3UHYHQWLRQ�VWUDWHJLHV�KDYH�DOVR�EHHQ�H[SORUHG�E\�FULPLQDO�MXVWLFH�VFKRODUV�7HUU\�
DQG� $FNHUPDQ� LQ� WKH� FRQWH[W� RI� WKH� 86� &DWKROLF� &KXUFK� ������ 7KH� FRPSRQHQWV� RI� WKH�
6LWXDWLRQDO� 3UHYHQWLRQ� DSSURDFK� KDYH� VRPHZKDW� FRXQWHULQWXLWLYH� ODEHOV� EXW� DUH� QRQHWKHOHVV�
SURPLVLQJ�LQ�WKLV�ILHOG��7KH�IRXU�FRPSRQHQWV�DUH����� LQFUHDVLQJ�HIIRUW����� LQFUHDVLQJ�ULVN�����



&KLOG�DEXVH�SUHYHQWLRQ�LQ�WKH�IDLWK�EDVHG�HQYLURQPHQW ���

FRQWUROOLQJ�SURPSWV��DQG����UHGXFLQJ�SHUPLVVLELOLW\�������$SSO\LQJ�WKHVH�IRXU�VXEFDWHJRULHV�WR�
WKH�SUHYHQWLRQ RI�FOHUJ\�VH[XDO�DEXVH SURGXFHV�WKHVH�VXJJHVWLRQV�

��� ,QFUHDVHG� HIIRUW� �UHIHUULQJ� WR� UHGXFLQJ� WKH� RSSRUWXQLW\� IRU� DEXVH��� 7KLV� FRPSRQHQW�
UHIHUV�WR�LQFUHDVLQJ�WKH�HIIRUW�DQ�LQGLYLGXDO�ZRXOG�QHHG�WR�H[SHQG�LQ�RUGHU�WR�RIIHQG��,W�
LQFOXGHV� VFUHHQLQJ� WKRVH� ZLWK� D� NQRZQ� KLVWRU\� RU� SDUWLFXODU� UHG� IODJV� DV� ZHOO� DV�
UHGXFLQJ�VLWXDWLRQV�ZKHUH�LQGLYLGXDOV�ZLOO�EH�DORQH�ZLWK�FKLOGUHQ��

��� ,QFUHDVLQJ�ULVN��ZKLFK�PHDQV�LQFUHDVLQJ�WKH�OLNHOLKRRG�RI�GHWHFWLRQ���7KLV�VWHS�EHJLQV�
ZLWK�HGXFDWLRQ�DQG�WUDLQLQJ�DURXQG�ULVN\�VLWXDWLRQV�DV�ZHOO�DV�LPSOHPHQWLQJ�SROLFLHV�
DQG�SURFHGXUHV�WKDW�OLPLW�ULVN�DQG�HQKDQFH�VXUYHLOODQFH�ZLWKLQ�WKH�HQYLURQPHQW�

��� &RQWUROOLQJ�SURPSWV��UHIHUULQJ�WR�LGHQWLI\LQJ�DQG�UHPRYLQJ�VLWXDWLRQDO WULJJHUV���7KLV�
VWHS�UHPLQGV�RUJDQL]DWLRQV� WR�HOLPLQDWH�VLWXDWLRQV� WKDW�PD\�SURPSW�DQ� LQGLYLGXDO� WR�
RIIHQG��VXFK�DV�KDYLQJ�DFFHVV�WR�DQ�LVRODWHG�DUHD�ZLWK�D�VLQJOH�FKLOG��

��� 5HGXFLQJ�SHUPLVVLELOLW\� �ZKLFK�PHDQV�HQKDQFLQJ�DFFRXQWDELOLW\���7KLV� VWHS� WHDFKHV�
RUJDQL]DWLRQV�WR�KDYH�FRGHV�RI�FRQGXFW�WKDW�FODULI\�FOHUJ\�DQG�DGXOWV¶�UHVSRQVLELOLWLHV��
VHW� FOHDU� UXOHV�� DQG� FODULI\� FRQVHTXHQFHV� IRU� SROLF\ YLRODWLRQV� DV�ZHOO� DV� IRU� DFWXDO�
LQFLGHQWV�RI�PDOWUHDWPHQW �����

7KHVH� IRXU� FRPSRQHQWV� RI� WKH� 6LWXDWLRQDO� 3UHYHQWLRQ�PRGHO� DUH� JHQHUDO� HQRXJK� WR� EH�
ZLGHO\� DSSOLFDEOH� DQG� VSHFLILF� HQRXJK� WR�JXLGH� DFWLRQ��&RQVLVWHQW�ZLWK� WKH�YDULRXV� FDOOV� WR�
LPSOHPHQW�VDIH�HQYLURQPHQWV�LQ�IDLWK�EDVHG�FRPPXQLWLHV��WKLV�DSSURDFK�LV�ZRUWK\�RI�IXUWKHU�
FRQVLGHUDWLRQ�� $Q� RYHUDUFKLQJ� PRGHO� JXLGLQJ� DFWLRQ� FDQ�� RYHU� WLPH�� SURPSW� DGGLWLRQDO�
LPSURYHPHQWV��ZLWK�HQRXJK�IOH[LELOLW\�WR�DOORZ�IRU�UHILQHPHQW��

$OWKRXJK�WKH�6LWXDWLRQDO�3UHYHQWLRQ�PRGHO�KROGV�SURPLVH��WKLV�DSSURDFK�KDV�LWV�FULWLFV�DQG�
LV�EHVW�YLHZHG�QRW�DV�D�SDQDFHD�EXW�DV�D�ILUVW�VWHS��*LYHQ�WKH�QHHG�WR�DOVR�DGGUHVV�SK\VLFDO�DEXVH��
HPRWLRQDO�DEXVH��QHJOHFW DQG�RWKHU�IRUPV�RI�PDOWUHDWPHQW��DV�ZHOO�DV�WKH�QHHG�WR�DGGUHVV�DEXVH
LQ�WKH�KRPH��ZH�DOVR�LQFOXGH�D�EURDGHU�DSSURDFK�LQ�RXU�UHFRPPHQGDWLRQV�EHORZ��

5(&200(1'$7,216

)DLWK�FRPPXQLWLHV�FDQ� UHVSRQG� WR� WKH� LQIRUPDWLRQ�FRQWDLQHG� LQ� WKLV�FKDSWHU� LQ�D�QXPEHU�RI�
LPSRUWDQW� ZD\V��:H� KDYH� HQXPHUDWHG� VRPH� RI� WKHVH� VWHSV� EHORZ��:KLOH� HDFK� RI� WKHP� LV�
XOWLPDWHO\�QHFHVVDU\�� WDNLQJ�DQ\� ILUVW� VWHS�PD\�EH� WKH�PRVW�GLIILFXOW�� VR�ZH�HQFRXUDJH� IDLWK�
OHDGHUV� WR� UHDG� WKH� IROORZLQJ� UHFRPPHQGDWLRQV� DQG� EHJLQ� DW� WKH� SRLQW� WKDW� IHHOV� PRVW�
LPPHGLDWHO\� GRDEOH� WR� \RX�� FRPPLWWLQJ� WR� DGGUHVVLQJ� DGGLWLRQDO� VXJJHVWLRQV� JUDGXDOO\��
XOWLPDWHO\�OHDGLQJ�WR�D�VDIHU�HQYLURQPHQW�IRU�\RXWK�LQ�\RXU�FRPPXQLW\�

3HUKDSV�PRVW�EURDGO\��IDLWK�FRPPXQLWLHV�PXVW�DGGUHVV�DQG�LPSOHPHQW�WKHRORJLFDO�UHIRUP��
0DQ\�IDLWK�FRPPXQLWLHV�RYHUORRN�WKH�VLJQLILFDQFH�RI�WH[WV�SHUWDLQLQJ�WR�FKLOGUHQ�LQ�HDFK�RI�WKH�
ZRUOG¶V�PDMRU� UHOLJLRQV�������(TXDOO\� LPSRUWDQW�� IDLWK� OHDGHUV�PXVW�DQDO\]H�DQG�DSSO\� WKHVH�
WH[WV�WR�LQVWDQFHV�RI�FKLOG�PDOWUHDWPHQW��$OWKRXJK�WKHUH�LV�VRPH�PRYHPHQW�DPRQJ�WKHRORJLDQV�
LQ�WKLV�UHJDUG�����������PRUH�FDQ�EH�GRQH��$�IRFXV�RQ�WKH�REOLJDWLRQV�WRZDUGV�FKLOGUHQ�FRQWDLQHG�
LQ�VDFUHG�WH[WV�EULQJV�FKLOG�SURWHFWLRQ�WR�WKH�IRUHIURQW�RI�WKH�FRPPXQLW\¶V�DWWHQWLRQ��PDNLQJ�LW�
DQ�RQJRLQJ�SULRULW\��6XFK�DQDO\VLV�FDQ�DOVR�SURYH�FULWLFDO�LQ�DGGUHVVLQJ�WKH�VSLULWXDO�QHHGV�RI�
FKLOGUHQ�DQG�DGXOW�VXUYLYRUV��PDQ\�RI�ZKRP�KDYH�SURIRXQG�TXHVWLRQV�DERXW�WKHVH�ZULWLQJV��
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)DLWK� FRPPXQLWLHV� VKRXOG� FUHDWH� IDLWK�VSHFLILF� LQLWLDWLYHV� WR� UREXVWO\� VXSSRUW� WKHLU�
LQVWLWXWLRQV� LQ� VDIHJXDUGLQJ� LQLWLDWLYHV��7KH� LQLWLDWLYHV�GHWDLOHG�DERYH�KDYH�EHJXQ� WR�DGGUHVV�
DEXVH WKDW�PD\�KDYH�VHHPHG�LQWUDFWDEOH�DW�RQH�WLPH�DQG�FDQ�VHUYH�DV�LQVSLUDWLRQ�WR�D�ZLGH�UDQJH�
RI�WUDGLWLRQV��6RPH�IDLWK�VWUXFWXUHV�LQFOXGH�KLHUDUFKLHV��OLNH�WKH�&DWKROLF�&KXUFK��WKURXJK�ZKLFK�
ODUJH�VFDOH� FKDQJH� FDQ� EH� HQDFWHG�� /HVV� KLHUDUFKLFDO� V\VWHPV� PD\� OHDYH� WKH� SURWHFWLRQ� RI�
FKLOGUHQ�DQG�DGROHVFHQWV GHSHQGHQW�RQ� LQGLYLGXDO� LQVWLWXWLRQV��EXW�SURJUDPV� OLNH�$OHLQX�FDQ�
SURYLGH� D� PDQDJHDEOH� URDGPDS� DQG� FULWLFDOO\� QHHGHG� VXSSRUW� DQG� IHOORZVKLS� IRU� VXFK�
FRPPXQLWLHV��

)DLWK� OHDGHUV� FDQ� ZRUN� DFURVV� IDLWK� FRPPXQLWLHV� WR� OHDUQ� IURP� RQH� DQRWKHU¶V� HIIRUWV��
EXLOGLQJ�RQ�VXFFHVVHV�DQG�DGDSWLQJ�WR�ILW�WKH�XQLTXH FXOWXUH��QHHGV��DQG�ULVNV�RI�HDFK�WUDGLWLRQ��
:KLOH�VLJQLILFDQW�WKHRORJLFDO�GLIIHUHQFHV�H[LVW�EHWZHHQ�IDLWK�WUDGLWLRQV��ZH�DOVR�UHFRJQL]H�PDQ\�
VLPLODULWLHV�LQ�KRZ�IDLWK�FRPPXQLWLHV�GLVFXVV�DQG�UHVSRQG�WR�FKLOG�PDOWUHDWPHQW��7KH�DXWKRUV
RI� WKLV�FKDSWHU�KDYH�FROODERUDWHG�RQ� VXFK�HIIRUWV��ZKLFK�FDQ�EH� UHSOLFDWHG�PRUH�EURDGO\�� ,Q�
DGGLWLRQ�� KRXVHV� RI� ZRUVKLS� DUH� LPSOLFLWO\� <62V�� VR� LQQRYDWLRQV� WKDW� HPHUJH� IURP� <62�
SUHYHQWLRQ ZRUN�DUH�OLNHO\�DSSOLFDEOH�LQ�IDLWK�EDVHG�HQYLURQPHQWV��

)DLWK� FRPPXQLWLHV� VKRXOG� EH� SURDFWLYH� LQ� DGGUHVVLQJ� WKH� VSLULWXDO� QHHGV� RI� PDOWUHDWHG�
FKLOGUHQ�DQG�DGXOW�VXUYLYRUV��+HDOLQJ�LV�D�IXQGDPHQWDO�FRUH�YDOXH�DPRQJ�PRVW�IDLWK�WUDGLWLRQV��
3ULRULWL]LQJ� VXUYLYRUV� PHDQV� QRW� RQO\� HGXFDWLQJ� IDLWK� OHDGHUV� DERXW� WKH� VSLULWXDO� LPSDFW� RI�
WUDXPD��EXW�WHDFKLQJ�WKHP�KRZ�WR�GHOLYHU�D�WUDXPD�LQIRUPHG�VHUPRQ�RU�%LEOH�VWXG\�DV�ZHOO�DV�
KRZ�WR�FRRUGLQDWH�VSLULWXDO�FDUH�ZLWK�PHGLFDO�DQG�PHQWDO�KHDOWK�FDUH�����������

&KLOG� SURWHFWLRQ� SROLFLHV� DQG� VDIH� HQYLURQPHQW� WUDLQLQJ� SURJUDPV� VKRXOG� IRFXV� RQ� WZR�
DUHDV��WKH�ULVN�RI�DQG�KDUP�IURP�PDOWUHDWPHQW ZLWKLQ�WKH�IDLWK�EDVHG�HQYLURQPHQW�$1'�WKH�ULVN�
DQG�KDUP�UHODWHG� WR�PDOWUHDWPHQW�RXWVLGH�RI� WKH�KRXVH�RI�ZRUVKLS� LQ� WKH�KRPH��VFKRRO��DQG�
FRPPXQLW\��$Q�HPSKDVLV�RQ�SURWHFWLQJ�FKLOGUHQ�RQO\�ZLWKLQ�WKH�KRXVH�RI�ZRUVKLS�PD\�KDYH�
EHHQ� D�XVHIXO� ILUVW� VWHS�GHFDGHV� DJR��EXW� IDLWK� OHDGHUV� DQG� UHVHDUFKHUV� LQ� WKH� ILHOG�RI� DEXVH
SUHYHQWLRQ QRZ� NQRZ� PRUH� DERXW� PDOWUHDWPHQW� ULVN� DQG� KDUP�� 6LPSO\ VWDWHG�� IDLWK�
FRPPXQLWLHV��ZKLFK�QHFHVVDULO\�DGGUHVV�WKH�ZHOO�EHLQJ�RI�WKH�ZKROH�SHUVRQ�RU�IDPLO\��VKRXOG�
VHHN� WR� DGGUHVV� DEXVH� LQ� WKH�KRPH� LQ� DOO� LWV� IRUPV�� LQFOXGLQJ� VH[XDO� DEXVH�� SK\VLFDO� DEXVH��
HPRWLRQDO�DEXVH��QHJOHFW DQG�ZLWQHVVLQJ�GRPHVWLF�YLROHQFH��

)DLWK�UHODWHG� LQVWLWXWLRQV� WKDW� SUHSDUH� IXWXUH� VSLULWXDO� OHDGHUV� VKRXOG� LPSOHPHQW�
XQGHUJUDGXDWH� DQG� JUDGXDWH� WUDLQLQJ� WKDW� HQDEOHV� GHYHORSLQJ� IDLWK� OHDGHUV� WR� UHVSRQG� WR� DOO�
IRUPV� RI� YLFWLPL]DWLRQ� DQG� WR� VHUYH� DV� FRPPXQLW\� OHDGHUV� LQ� SUHYHQWLRQ�� 7KH� QDWLRQDO�
PRYHPHQW� ³&KLOG� $GYRFDF\� 6WXGLHV´� �&$67�� KDV� LPSOHPHQWHG� LQWHQVLYH� FRXUVHV� LQ� ���
LQVWLWXWLRQV�RI�KLJKHU�HGXFDWLRQ�������$V�RI�WKLV�ZULWLQJ��HLJKW�SHHU�UHYLHZHG�VWXGLHV�KDYH�IRXQG�
WKDW�WKHVH�FRXUVHV�GUDPDWLFDOO\�LPSURYH�WKH�VNLOOV�RI�SURIHVVLRQDOV�LQ�UHVSRQGLQJ�WR�DEXVH ������
+RZHYHU�� IHZ�IDLWK�EDVHG� LQVWLWXWLRQV�KDYH� LPSOHPHQWHG� WKLV� UHIRUP�DQG� DV�RI� WKLV�ZULWLQJ��
RQO\� RQH� VHPLQDU\�� 7KH� IDLWK�EDVHG� FRPPXQLW\� LV� SRLVHG� WR� OHDG� RWKHUV� RQ� WKLV� LVVXH�� DQG�
HGXFDWLRQ�RI�IDLWK�EDVHG�SURIHVVLRQDOV�DV�ZHOO�DV�SDULVKLRQHUV�LV�D�FUXFLDO�VWHS�LQ�WKLV�GLUHFWLRQ��

)DLWK�FRPPXQLWLHV�FDQ�GHYHORS�HIIHFWLYH�SDUWQHUVKLSV�ZLWK�FKLOG�SURWHFWLRQ�SURIHVVLRQDOV��
LQFOXGLQJ�&KLOGUHQ¶V�$GYRFDF\�&HQWHUV��&$&���0DQ\�DEXVHG�FKLOGUHQ�UDLVH�VSLULWXDO�TXHVWLRQV�
GXULQJ� WKH� FRXUVH� RI� D� FKLOG� DEXVH LQYHVWLJDWLRQ�� DQG� PDQ\� &$&V� KDYH� GHYHORSHG� ORRVH�
FRQQHFWLRQV�ZLWK�VRPH�IDLWK�OHDGHUV�������6RPH�&$&V�HYHQ�SDUWQHU�ZLWK�D�IXOO�WLPH�WUDXPD�
LQIRUPHG�FKDSODLQ�ZKR�DGYLVHV�FKLOG�SURWHFWLRQ�SURIHVVLRQDOV�LQ�DGGUHVVLQJ�WKH�VSLULWXDO�QHHGV�
RI�DEXVHG�FKLOGUHQ�DQG�WKHLU�IDPLOLHV�������-RLQLQJ�WKLV�QHWZRUN�DQG�KDYLQJ�SDUWQHUV�RQ�ZKRP�
WR�FDOO�FDQ�DGYDQFH�IDLWK�EDVHG�RUJDQL]DWLRQV¶�SUHYHQWLRQ DQG�UHVSRQVH�HIIRUWV�
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)LQDOO\��IDLWK�OHDGHUV�VKRXOG�LPSURYH�WKHLU�VNLOOV�LQ�PLQLVWHULQJ�WR�VH[�RIIHQGHUV�RU�RWKHU�
SHRSOH�ZKR�KDYH�KDUPHG�\RXWK��'UDZLQJ�RQ� WKHLU� EHOLHI� LQ� HYHU\� LQGLYLGXDO¶V�SRWHQWLDO� IRU�
UHSHQWDQFH��PDQ\�IDLWK�OHDGHUV�KDYH�PDGH�KDUPIXO�HUURUV�E\�SHUPLWWLQJ�DFFHVV�WR�LQGLYLGXDOV�
ZLWK� D� NQRZQ� KLVWRU\� RI� RIIHQGLQJ� LQWR� WKHLU� FRPPXQLWLHV�� .QRZLQJ� PRUH� DERXW� VH[XDO�
RIIHQGLQJ�DQG�ULVN��DV�ZHOO�DV�FRRUGLQDWLQJ�VSLULWXDO�FDUH�ZLWK�D�VHDVRQHG�VH[�RIIHQGHU�WUHDWPHQW�
SURYLGHU�� FDQ� SOD\� DQ� LPSRUWDQW� UROH� LQ� UHGXFLQJ� WKH� ULVN� RI� UH�RIIHQVH� DQG� SURWHFWLQJ� DQG�
VXSSRUWLQJ�DOO�PHPEHUV�RI�WKH�FRPPXQLW\�����������

,Q�VXPPDU\��WKLV�FKDSWHU�FDOOV�IRU�DFWLRQ�WR�DYRLG�WKH�WHQGHQF\�WR�DYHUW�RXU�JD]H�IURP�WKH�
UHDOLW\� RI� FKLOG� PDOWUHDWPHQW LQ� WKH� IDLWK�EDVHG� VHWWLQJ�� 6XFK� DFWLRQ� UHTXLUHV� DQ� HIIHFWLYH�
UHVSRQVH�WR�YLFWLPV�DQG�VXUYLYRUV�DV�ZHOO�DV�SUHYHQWLRQ HIIRUWV�WR�HOLPLQDWH�WKH�KDUP�EHIRUH�LW�
HYHU�KDSSHQV��

,Q�RUGHU�WR�DFKLHYH�ERWK�SUHYHQWLRQ DQG�UHVSRQVH��ZH�PXVW�YLHZ�WKH�ZRUOG�WKURXJK�WKH�OHQV�
RI� WKRVH�ZKR�DUH�KXUWLQJ��/XWKHUDQ�PLQLVWHU�'LHWULFK�%RQKRHIIHU��ZKR�ZDV�H[HFXWHG�E\� WKH�
1D]LV�EHFDXVH�RI�KLV�RSSRVLWLRQ�WR�WKH�JRYHUQPHQW��FDOOHG�RQ�WKH�IDLWK�FRPPXQLW\�WR�VHH�WKH�
ZRUOG� ³IURP� EHORZ�� IURP� WKH� SHUVSHFWLYH� RI� WKH� RXWFDVWV�� WKH� VXVSHFWV�� WKH�PDOWUHDWHG�� WKH�
SRZHUOHVV�� WKH�RSSUHVVHG�� WKH� UHYLOHG�� LQ� VKRUW�� IURP� WKH� SHUVSHFWLYH� RI� WKH� VXIIHULQJ´� ������
5DEEL�$YL�:HLVV�ZULWHV� ³7KH�WHVW�RI�VSLULWXDOLW\�«�LV�QRW�KRZ�WKH�FRPPXQLW\�UHFHLYHV�WKH�PRVW�
SRZHUIXO��EXW�KRZ� LW�ZHOFRPHV� WKH�PRVW� YXOQHUDEOH´� ������)DLWK� OHDGHUV�� UHJDUGOHVV�RI� IDLWK�
WUDGLWLRQ��DUH�EHVW�SRLVHG�WR�ZLWQHVV�VXIIHULQJ�DQG�FRPPLW�WR�UHIRUPV��HQJDJLQJ�LQ�WKH�KDUG�ZRUN�
QHFHVVDU\�WR�PDNH�DOO�KRXVHV�RI�ZRUVKLS��DQG�WKH�FRPPXQLWLHV�WKDW�VXUURXQG�WKHP��SODFHV�RI�
VDIHW\�DQG�KHDOLQJ�IRU� WKH�FKLOGUHQ�HQWUXVWHG�WR�WKHLU�FDUH��$�SDWK�WR�WKLV�JRDO�H[LVWV��DV� WKLV�
FKDSWHU� KDV�GHPRQVWUDWHG�� DQG�ZH�HQFRXUDJH�DOO� IDLWK� OHDGHUV� WR EHJLQ�ZDONLQJ� WKDW�SDWK� LQ�
IHOORZVKLS�ZLWK�RQH�DQRWKHU�DQG�ZLWK�WKHLU�FRPPXQLWLHV�
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>�@ 6WRS� ,W� 1RZ�� >,QWHUQHW@�� 1RUWKDPSWRQ�� 0$�� 6WRS� ,W� 1RZ�� 6DIHW\� SODQQLQJ� ZLWKLQ� IDLWK�EDVHG�
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