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35,1&,3/(6�2)�6(17(1&,1*
7KHUH�DUH�ILYH�JHQHUDO�DLPV�RU�IXQFWLRQV�RU�MXVWLILFDWLRQV�RI�SXQLVKPHQW�
����'(7(55(1&(

7KHUH� LV� D� EHOLHI� WKDW� SXQLVKPHQW� IRU� FULPH� FDQ� GHWHU� SHRSOH� IURP�RIIHQGLQJ���7KHUH�DUH�WZR�IRUPV�
x 6SHFLILF GHWHUUHQFH�LV�FRQFHUQHG�ZLWK�SXQLVKLQJ�DQ�LQGLYLGXDO�RIIHQGHU�LQ�WKH�H[SHFWDWLRQ�WKDW�KH�ZLOO�QRW�RIIHQG�DJDLQ�xx *HQHUDO GHWHUUHQFH�LV�UHODWHG�WR�WKH�SRVVLELOLW\�WKDW�SHRSOH�LQ�JHQHUDO�ZLOO�EH�GHWHUUHG� IURP�FRPPLWWLQJ�FULPH�E\� WKH� WKUHDW�RI�SXQLVKPHQW�LI�WKH\�DUH�FDXJKW�
+RZ�WKLV�DLP�LV�HIIHFWHG
x 3ULVRQ�VHQWHQFH�ORQJ�SULVRQ�VHQWHQFHx +HDY\�ILQH
(IIHFWLYHQHVV
,PSULVRQPHQW�� WKH� PRVW� VHULRXV� SXQLVKPHQW� LQ� WKH� 8.�� GRHV� QRW�DOZD\V�GHWHU�IXUWKHU�RIIHQGLQJ�
x $FFRUGLQJ� WR� D� +RPH� 2IILFH� VWXG\�� ���� RI� DOO� VHQWHQFHG�SULVRQHUV� GLVFKDUJHG� LQ� ����� ZHUH� UHFRQYLFWHG� RI� D� VHULRXV�RIIHQFH� ZLWKLQ� WZR� \HDUV� RI� EHLQJ� UHOHDVHG�� � $PRQJ� \RXQJ�RIIHQGHUV������ZHUH� UHFRQYLFWHG� �5HFRQYLFWLRQ� RI� 2IIHQGHUV�6HQWHQFHG�RU�5HOHDVHG�IURP�3ULVRQ�LQ�������$SULO�������
$W� OHDVW� WZR�SRLQWV�DUH�DVVXPHG�WR�EH�HVVHQWLDO� IRU�GHWHUUHQFH� WR�EH�HIIHFWLYH�
�� 6XSSRUWHUV� RI� GHWHUUHQFH� EHOLHYH� WKDW� WKH� SXQLVKPHQW� PXVW�EH�VXIILFLHQWO\�VHYHUH�IRU�LW�WR�KDYH�D�GHWHUUHQW�HIIHFW���7KLV�DVVXPSWLRQ�FDQ�EH�WHVWHG�E\�H[DPLQLQJ�DQ�LQVWDQFH�ZKHUH�WKH�OHYHO�RI�SXQLVKPHQW�ZDV�DOWHUHG�
x ,Q�������WKH�GHDWK�SHQDOW\�ZDV�DEROLVKHG�DV�D�SXQLVKPHQW�IRU�PXUGHU�� �5HVHDUFK� LQGLFDWHV� WKDW� WKLV�FKDQJH�KDG�QR�UHDGLO\�GHILQDEOH� LPSDFW� RQ� WKH� UDWH� RI� PXUGHUV�� � 7KLV� FKDOOHQJHV�FODLPV�WKDW�LQ�$PHULFD��HYHU\�H[HFXWLRQ�GHWHUV�VHYHQ�RU�HLJKW�RWKHU�PXUGHUV�
x $�UHFHQW�+RPH�2IILFH�UHSRUW�FRQFOXGHV�WKDW�WKHUH�LV�QR�EDVLV�IRU� LQIHUULQJ� WKDW� LQFUHDVLQJ� WKH� VHYHULW\� RI� VHQWHQFHV�JHQHUDOO\� LV�FDSDEOH�RI�HQKDQFLQJ�GHWHUUHQW�HIIHFWV��&ULPLQDO�'HWHUUHQFH� DQG� 6HQWHQFH� 6HYHULW\�� $Q� $QDO\VLV� RI� 5HFHQW�5HVHDUFK��������
�� 6XSSRUWHUV� RI� GHWHUUHQFH� DVVXPH� WKDW� SRWHQWLDO� RIIHQGHUV�ZHLJK�XS�WKH�UHZDUGV�DQG�ULVNV�DVVRFLDWHG�ZLWK�FULPH���+RZHYHU��WKH�H[WHQW�WR�ZKLFK�SHRSOH�EHOLHYH�WKH\�PLJKW�EH�FDXJKW�LV�SUREDEO\�PRUH�LPSRUWDQW�WKDQ�WKH�DFWXDO�ULVN�RI�GHWHFWLRQ��RU�WKH�OHYHO�RI�SXQLVKPHQW���
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x 7KH�+RPH�2IILFH�SDSHU��&ULPLQDO�'HWHUUHQFH�DQG�6HQWHQFH�6HYHULW\��VXJJHVWV� WKDW� IRU� DW� OHDVW� VRPH� FODVVHV� RI� SRWHQWLDO� RIIHQGHUV�� WKHLU�SHUFHSWLRQV� RI� WKH� ULVNV� RI� EHLQJ� DSSUHKHQGHG� DQG� SXQLVKHG� �ZKHQ�WKH\�DUH�DZDUH�RI�VXFK�ULVNV��DIIHFW�WKHLU�UHSRUWHG�FKRLFHV�RI�ZKHWKHU�WR�RIIHQG�
x 6RFLDO� WLHV�� RU� WKH� ODFN� RI� WKHP�� DIIHFW� WKH� GHWHUUHQW� HIIHFWV� RI� WKH�FULPLQDO� MXVWLFH� SROLFLHV� ± ZLWK� SHUVRQV� KDYLQJ� VWURQJ� VRFLDO� WLHV� �LH��VWURQJ� OLQNV� WR� IDPLOLHV�� ORFDO� FRPPXQLWLHV�� HWF�� EHLQJ� PRUH UHDGLO\�GHWHUUHG� E\� SURVSHFWV� RI� EHLQJ� DSSUHKHQGHG�� � 3HUVLVWHQW� RIIHQGHUV�ZLWK� ZHDN� VRFLDO� WLHV�� VXFK� DV� SHUVLVWHQW� EXUJODUV�� RIWHQ� DFW�LPSXOVLYHO\�� DQG� LQ� FLUFXPVWDQFHV� WKDW� WKH\� WKHPVHOYHV� GHILQH� DV� D�VLWXDWLRQ� RI� SUHVVLQJ� QHHG�� � 6XFK� LPSXOVLYLW\� PD\� UHGXFH� WKHVH�RIIHQGHUV¶� DPHQDELOLW\� WR� EHLQJ� GHWHUUHG� WKURXJK� LQFUHDVHG� SHQDOWLHV��&ULPLQDO�'HWHUUHQFH�DQG�6HQWHQFH�6HYHULW\��������

����5(+$%,/,7$7,21
5HKDELOLWDWLRQ� LQYROYHV� RIIHULQJ� DQ� RIIHQGHU� KHOS� WR� RYHUFRPH�SUREOHPV�ZKLFK�KH�IDFHV��WKHUHE\�DWWHPSWLQJ�WR�PDNH�LW�HDVLHU�IRU�KLP�RU�KHU�WR�DYRLG�IXWXUH�RIIHQGLQJ�
7KLV�FDQ� LQFOXGH�YDULRXV� W\SHV�RI�DVVLVWDQFH�SURYLGHG� LQ�SULVRQ�RU� LQ�WKH� FRXUVH� RI� D� SUREDWLRQ� RUGHU�� ZKLFK� DUH� LQWHQGHG� WR� KHOS� WKH�RIIHQGHU�WR�LPSURYH�KLV�VRFLDO�VNLOOV��KLV�HPSOR\PHQW�SURVSHFWV��RU�KLV�FDSDFLW\�WR�REWDLQ�ZHOIDUH�EHQHILWV�
5HKDELOLWDWLYH� LGHDOV�FDQ�EH�VHHQ� LQ� WKH�RIILFLDO� WHUPV�RI� UHIHUHQFH�RI�VRPH�RI�WKRVH�GHDOLQJ�ZLWK�RIIHQGHUV�DIWHU�FRQYLFWLRQ�
x 7KH� GXW\� RI� WKH� 3ULVRQ� 6HUYLFH� LV� WR� WUHDW� LQPDWHV� ³ZLWK�KXPDQLW\�DQG�WR�KHOS� WKHP�OHDG� ODZ�DELGLQJ� OLYHV� LQ�FXVWRG\�DQG�DIWHU�UHOHDVH´��6WDWHPHQW�RI�3XUSRVH��������x 3UREDWLRQ�RIILFHUV�VKRXOG�µDGYLVH��DVVLVW�DQG�EHIULHQG�FOLHQWV¶�
+RZ�WKLV�DLP�LV�HIIHFWHG
x ,QGLYLGXDOLVHG�VHQWHQFHx &RPPXQLW\�SHQDOW\��LH�D�&RPPXQLW\�6HUYLFH�2UGHU��3UREDWLRQ�2UGHU�RU�&RPELQDWLRQ�2UGHU�
(IIHFWLYHQHVV
7KH�YLDELOLW\�RI�UHKDELOLWDWLRQ�KDV�EHHQ�FKDOOHQJHG�
x $� UHFHQW� +RPH� 2IILFH� VWXG\� IRXQG� WKDW� WKHUH� ZDV� QR�GLVFHUQLEOH�GLIIHUHQFH�EHWZHHQ�UHFRQYLFWLRQ�UDWHV�IRU�FXVWRG\�DQG�FRPPXQLW\�SHQDOWLHV�������RI�RIIHQGHUV�ZKR�FRPPHQFHG�FRPPXQLW\� SHQDOWLHV� ZHUH� UHFRQYLFWHG� ZLWKLQ� WZR� \HDUV� LQ�FRPSDULVRQ� ZLWK� ���� RI� DOO� VHQWHQFHG� SULVRQHUV��5HFRQYLFWLRQ� RI� 2IIHQGHUV� 6HQWHQFHG� RU� 5HOHDVHG� IURP�3ULVRQ�LQ�������$SULO�������
(YDOXDWLQJ� WKH�HIIHFWLYHQHVV�RI� VHQWHQFHV� LQ� UHGXFLQJ� UH�RIIHQGLQJ� LV�GLIILFXOW�
x 7KH�IDFW� WKDW�VRPHRQH� LV�QRW� UHFRQYLFWHG�GRHV�QRW�PHDQ�KH�KDV� VWRSSHG� RIIHQGLQJ�� � +H� PLJKW� VLPSO\� EH� EHWWHU� DW� QRW�JHWWLQJ�FDXJKW�
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x $OWKRXJK� ZH� FDQ� VHH� ZKDW� KDSSHQV� WR� DQ� RIIHQGHU� DIWHU� KH�KDV�EHHQ� WKURXJK�D� SURJUDPPH�RI� UHKDELOLWDWLRQ�� ZH� FDQQRW�SUHGLFW� ZKDW� ZRXOG� KDYH� KDSSHQHG� LI� KLV� VHQWHQFH� KDG� QRW�FRQWDLQHG�VXFK�HOHPHQWV�
2IIHQGHUV� PD\� H[SHULHQFH� VRFLDO� SUREOHPV� DIWHU� FRPSOHWLQJ� WKHLU�VHQWHQFH�
x 7ZR� UHVHDUFKHUV�� %RWWRPV� 	� 0F&OLQWRFN�� DWWULEXWHG� D� VRFLDO�SUREOHP�VFRUH� WR� H[�%RUVWDO� WUDLQHHV� LQ� ������ �2QO\� ����RI�WKRVH�ZLWK�WKH�ORZHVW�VFRUHV�ZHUH�UHFRQYLFWHG��ZKHUHDV�����RI� WKRVH� ZLWK� WKH� KLJKHVW� VFRUHV� ZHUH� UHFRQYLFWHG�� � ,Q�SUDFWLFH�� WKRVH�ZKR�KDG�PDGH�WKH�SRRUHVW�VRFLDO�DGMXVWPHQW�DIWHU�WKHLU�UHOHDVH�ZHUH�PRVW�OLNHO\�WR�EHFRPH�UHFLGLYLVWV�
x $GXOW� RIIHQGHUV� ZLWK� PXOWLSOH� VRFLDO� SUREOHPV� �LH��DFFRPPRGDWLRQ��HPSOR\PHQW��DOFRKRO��GUXJV�DQG�ILQDQFH��DUH�PRUH� OLNHO\� WR� EH� UHFRQYLFWHG� �([SODLQLQJ� UHFRQYLFWLRQ�IROORZLQJ� D� FRPPXQLW\� VHQWHQFH�� WKH� UROH� RI� VRFLDO IDFWRUV��+RPH� 2IILFH� ������� � $OVR�� UHFRQYLFWLRQ� UDWHV� DUH� KLJKHU� IRU�WKRVH� ZLWK� PRUH� SUHYLRXV� FRQYLFWLRQV� �5HFRQYLFWLRQ� RI�2IIHQGHUV«��+RPH�2IILFH�������

����3527(&7,21�2)�7+(�38%/,&
3URWHFWLRQ�RI� WKH�SXEOLF� LV� RQH� RI� WKH�PDMRU� MXVWLILFDWLRQV� FODLPHG� IRU�SXQLVKPHQW���)RU�H[DPSOH��LPSULVRQPHQW�OHDGV�WR�WKH�LQFDSDFLWDWLRQ�RI�RIIHQGHUV� VR� WKDW� WKH\� DUH� SUHYHQWHG� �DW� OHDVW� WHPSRUDULO\�� IURP�RIIHQGLQJ�DJDLQVW�WKH�SXEOLF�DW�ODUJH�
+RZ�WKLV�DLP�LV�HIIHFWHG
x 'HDWK�SHQDOW\�IRU�PXUGHUx /RQJ�SULVRQ�VHQWHQFHx (OHFWURQLF�WDJJLQJ��&XUIHZ�2UGHU�
(IIHFWLYHQHVV
7KH�H[HFXWLRQ�RI�DQ�RIIHQGHU�ZLOO�REYLRXVO\�SURWHFW�WKH�SXEOLF�IURP�WKDW�RIIHQGHU�
,PSULVRQLQJ� DQ� RIIHQGHU� ZLOO� SUHYHQW� KLP� IURP� FRPPLWWLQJ� FULPHV�DJDLQVW� PHPEHUV� RI� WKH� SXEOLF�� � +RZHYHU�� WKH� VLWXDWLRQ� LV� QRW� WKDW�VLPSOH�
x 7KH� H[SHULHQFH� RI� SULVRQ� PD\� EH� VXFK� WKDW� WKH� RIIHQGHU� LV�PRUH�OLNHO\�WR�UH�RIIHQG�DIWHU�UHOHDVH��DQG�SHUKDSV�WR�FRPPLW�PRUH�VHULRXV�FULPHV���,I�WKLV�LV�VR��FULPHV�DUH�QRW�SUHYHQWHG��EXW�PHUHO\�GHIHUUHG�x 6RPH� SULVRQHUV� FRQWLQXH� WR� FRPPLW� RIIHQFHV�� LQFOXGLQJ�VHULRXV�DVVDXOWV�DQG�KRPLFLGHV��ZKLOH�LQ�FXVWRG\�
$QRWKHU�SUREOHP�DOVR�DULVHV���2IIHQGHUV�ZKR�DUH�QHYHU�FDXJKW�ZLOO�QRW�EH�DIIHFWHG�E\�WKH�LPSULVRQPHQW�RI�OHVV�HOXVLYH�RIIHQGHUV�
x 6RPH� QRZ� EHOLHYH� WKDW� UHFRUGHG� FULPH� UDWHV� ZRXOG� QRW� EH�VXEVWDQWLDOO\�DIIHFWHG� LI� IHZHU�RIIHQGHUV�ZHUH�VHQW� WR�SULVRQ���
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7KLV�ZDV�DFNQRZOHGJHG� LQ� WKH�+RPH�2IILFH�+DQGERRN�� 7KH�6HQWHQFH�RI�WKH�&RXUW �������
1HYHUWKHOHVV��WKH� LQFDSDFLWDWLRQ�RI�DQ�LQGLYLGXDO�RIIHQGHU��ZKR�SRVHV�D� GDQJHU� WR� WKH� SXEOLF�� FDQ� SURWHFW� WKH� SXEOLF� IURP� WKDW� SDUWLFXODU�RIIHQGHU��HJ��D�PDVV�PXUGHUHU�RU�D�VHULDO�UDSLVW�
$�FXUIHZ�RUGHU�PD\�LQFOXGH�WKH�UHTXLUHPHQW�RI�HOHFWURQLF�PRQLWRULQJ�RI�WKH�RIIHQGHU¶V�ZKHUHDERXWV�GXULQJ�WKH�FXUIHZ�SHULRG�

����5(75,%87,21
5HWULEXWLRQ� UHVWV� RQ� WKH� QRWLRQ� WKDW� LI� D� SHUVRQ� KDV� NQRZLQJO\� GRQH�ZURQJ��KH�RU�VKH�GHVHUYHV�WR�EH�SXQLVKHG�
7KLV�LGHD�ZDV�DW�WKH�KHDUW�RI�WKH�SUHYLRXV�&RQVHUYDWLYH�*RYHUQPHQW
V�:KLWH�3DSHU� ³&ULPH�� -XVWLFH� DQG� 3URWHFWLQJ� WKH� 3XEOLF´� �������� �7KH�*RYHUQPHQW
V� DLP�� UHSHDWHG� VHYHUDO� WLPHV�� ZDV� WR� HQVXUH� WKDW�FRQYLFWHG�FULPLQDOV�UHFHLYH�WKHLU�µMXVW�GHVHUWV¶�
+RZ�WKLV�DLP�LV�HIIHFWHG
x 7DULII�VHQWHQFH
(IIHFWLYHQHVV
3XQLVKLQJ� RIIHQGHUV� VDWLVILHV� WKH� UHTXLUHPHQW� WKDW� ZKHUH� D� UXOH�LPSRVHV�D�SHQDOW\� IRU� LWV�RZQ�EUHDFK�� WKDW�SHQDOW\� PXVW�EH� LPSRVHG�ZKHQ�WKH�UXOH�LV�EURNHQ�

����6<0%2/,&�'(181&,$7,21
2QH� MXVWLILFDWLRQ� IRU� LPSRVLQJ� SHQDOWLHV� LV� WKDW� WKH\� GHQRXQFH�SDUWLFXODU� W\SHV� RI� EHKDYLRXU�� DQG� UHDIILUP� WKH� YDOLGLW\� RI� PRUDO�DWWLWXGHV�WR�WKDW�EHKDYLRXU���7KH�SUHYLRXV�&RQVHUYDWLYH�*RYHUQPHQW¶V�:KLWH�3DSHU�VXJJHVWHG�VHYHUDO�WLPHV�WKDW�SXQLVKPHQW�FDQ�GHQRXQFH�FULPLQDO�EHKDYLRXU�DQG�H[SUHVV�SXEOLF�UHSXJQDQFH�RI�LW�
+RZ�WKLV�DLP�LV�HIIHFWHG
x 6HQWHQFH�UHIOHFWLQJ�WKH�EODPHZRUWKLQHVV�RI�WKH�RIIHQFH
(IIHFWLYHQHVV
$Q�LURQLF�IHDWXUH�RI�D�GHQXQFLDWRU\�VHQWHQFH�LV�WKDW�LW�GRHV�QRW�KDYH�WR�EH�FRPSOLHG�ZLWK�� �7KH�SDVVLQJ�RI� WKH�VHQWHQFH��SURYLGHG� WKH�SXEOLF�H[SHFWV�WKDW�LW�ZLOO�EH�FDUULHG�RXW�VDWLVILHV�WKH�V\PEROLF�IXQFWLRQ�


