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&ROOHFWLYH�EDUJDLQLQJ�DQG�HTXDO�RSSRUWXQLWLHV

$�FDVH�VWXG\�RI�FRQWUDFW�FDWHULQJ�LQ�WKH�1HWKHUODQGV

+RZ�DUH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�FROOHFWLYH�DJUHHPHQWV�DUULYHG�DW"�:KR�SXWV�VXEMHFWV

VXFK�DV�FKLOGFDUH�DQG�VH[XDO�KDUDVVPHQW�RQ�WKH�EDUJDLQLQJ�DJHQGD�DQG�ZKDW�DUH�WKH�UHVXOWV�RI

XQGHUWDNLQJV�RQ�VXFK�LVVXHV"�7KLV�UHSRUW�DQVZHUV�WKHVH�TXHVWLRQV�IRU�WKH�'XWFK�FROOHFWLYH

DJUHHPHQW�RQ�FRQWUDFW�FDWHULQJ��7KLV�DJUHHPHQW�ZDV�FKRVHQ�DW�DQ�HDUOLHU�VWDJH�LQ�WKH�UHVHDUFK

SURMHFW�EHFDXVH�LW�FRQWDLQV�D�SURJUHVVLYH�SURYLVLRQ�RQ�FKLOGFDUH��7KLV�SURYLGHV�IRU�D�IXQG�WR

SD\�FKLOGPLQGHUV�WR�ORRN�DIWHU�FKLOGUHQ�DJHG�IURP���WR����IRU�ERWK�PDOH�DQG�IHPDOH�HPSOR\HHV�

7KH�HPSOR\HHV�SD\�D�FRQWULEXWLRQ�LQWR�WKH�IXQG�GHSHQGLQJ�RQ�LQFRPH��7KH�FROOHFWLYH

DJUHHPHQW�DOVR�FRQWDLQV�DQ�H[WHQVLYH�JULHYDQFH�SURFHGXUH�WR�SUHYHQW�DQG�FRPEDW�VH[XDO

KDUDVVPHQW��D�VFKHPH�IRU�XQSDLG�VSHFLDO�OHDYH�DQG�SDUHQWDO�OHDYH��DQG�WKHUH�DUH�DOVR

XQGHUWDNLQJV�WR�SURPRWH�WKH�SRVLWLRQ�RI�ZRPHQ�

&RQWUDFW�FDWHULQJ�LV�D�UHODWLYHO\�QHZ�EXVLQHVV�VHFWRU�ZKLFK�KDV�XQGHUJRQH�UDSLG�H[SDQVLRQ�LQ

UHFHQW�\HDUV��6LQFH�WKH�(LJKWLHV�'XWFK�SULYDWH�FRPSDQLHV�DQG�SXEOLF�LQVWLWXWLRQV�KDYH�EHHQ

LQFUHDVLQJO\�FRQWUDFWLQJ�RXW�WKHLU�FDQWHHQV�DQG�RWKHU�IRUPV�RI�FDWHULQJ�WR�RXWVLGH�FDWHUHUV�

7KH�VHFWRU�KDV�D�ZRUNIRUFH�RI���������ZLWK�ZRPHQ�IRUPLQJ��������&RQWUDFW�FDWHULQJ�KDV�KDG

LWV�RZQ�FROOHFWLYH�DJUHHPHQW�VLQFH�������7KLV�KDV�EHHQ�FRQFOXGHG�EHWZHHQ�9HQHFD�RQ�EHKDOI

RI�WKH�HPSOR\HUV�DQG�+RUHFDERQG�)19�DQG�,QGXVWULH��HQ�9RHGLQJVERQG�&19�DFWLQJ�IRU�WKH

HPSOR\HHV��2I�WKH�WZR�XQLRQV�+RUHFDERQG�)19�KDV�E\�IDU�WKH�JUHDWHVW�QXPEHU�RI�PHPEHUV�LQ

FRQWUDFW�FDWHULQJ��7KH�SDUWLHV�WR�WKH�DJUHHPHQW�FRQGXFW�WKHLU�QHJRWLDWLRQV�ZLWKLQ�WKH�-RLQW

&RPPLWWHH�IRU�FRQWUDFW�FDWHULQJ�

7KLV�UHSRUW�DSSOLHV�WKH�LQWHQVLYH�SURFHVV�DQDO\VLV�PHWKRG�WR�WKH�SURFHVV�ZKHUHE\�SURYLVLRQV

ZLWK�HTXDO�RSSRUWXQLWLHV�LPSOLFDWLRQV�KDYH�EHHQ�DUULYHG�DW�LQ�WKH�ILYH�FRQWUDFW�FDWHULQJ

FROOHFWLYH�DJUHHPHQWV�WKDW�KDYH�EHHQ�FRQFOXGHG�VLQFH�������7KH�SURYLVLRQV�FRQFHUQHG�DUH

WKRVH�UHJDUGLQJ�FKLOGFDUH��VH[XDO�KDUDVVPHQW��XQSDLG�SDUHQWDO�OHDYH�DQG�WKH�SURPRWLRQ�RI�WKH

SRVLWLRQ�RI�ZRPHQ��7KHVH�KDYH�EHHQ�HYROYHG�RYHU�D�QXPEHU�RI�\HDUV��7KH�VWXG\�EHJDQ�E\

UHVHDUFKLQJ�+RUHFDERQG�)19¶V�DUFKLYHV��7KLV�HQWDLOHG�VWXG\LQJ�YDULRXV�GRFXPHQWV�VXFK�DV

WKH�PLQXWHV�RI�WKH�FROOHFWLYH�EDUJDLQLQJ�VHVVLRQV��YDULRXV�SDUWLHV¶�DPHQGLQJ�SURSRVDOV��PLQXWHV

RI�WKH�PHHWLQJV�RI�WKH�FRQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH�DQG�LWV�YDULRXV�ZRUNLQJ�SDUWLHV��DQG

WKH�ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQWV�
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8VLQJ�WKLV�DUFKLYDO�UHVHDUFK��D�SURYLVLRQDO�UH�FRQVWUXFWLRQ�ZDV�PDGH�RI�WKH�SURFHVV�ZKHUHE\

WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�WKH�FROOHFWLYH�DJUHHPHQW�ZHUH�DUULYHG�DW��$�VHOHFWLRQ�ZDV

DOVR�PDGH�RI�SHRSOH�ZKR�KDG�EHHQ�GLUHFWO\�LQYROYHG�LQ�WKLV�SURFHVV��7KLV�FRYHUHG�QHJRWLDWRUV

RQ�EHKDOI�RI�WKH�HPSOR\HUV�DQG�WKH�HPSOR\HHV��+RUHFDERQG�)19¶V�IRUPHU�HTXDOLW\�SROLF\

RIILFHU��DQG�FRQWUDFW�FDWHULQJ¶V�IRUPHU�FHQWUDO�UHSUHVHQWDWLYH�RQ�VH[XDO�KDUDVVPHQW��6HPL�

VWUXFWXUHG�LQWHUYLHZV�ZHUH�WKHQ�KHOG�ZLWK�QLQH�SHRSOH��:LWK�WKH�DLG�RI�WKH�SURYLVLRQDO�UH�

FRQVWUXFWLRQ�WKH�YDULRXV�SDUWLHV�GHVFULEHG�WKH�SDUW�WKH\�KDG�SOD\HG�LQ�WKH�SURFHVV�RI�DUULYLQJ�DW

WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV��$�GHILQLWLYH�UH�FRQVWUXFWLRQ�RI�WKH�SURFHVV�ZDV�WKHQ

IRUPXODWHG�RQ�WKH�EDVLV�RI�WKH�LQWHUYLHZV��DQG�WKLV�ZDV�VXEMHFWHG�WR�DQ�LQIOXHQFH�DQDO\VLV�

7KLV�LQIOXHQFH�DQDO\VLV�VKRZHG�WKDW�+RUHFDERQG�)19�KDG�H[HUFLVHG�WKH�PRVW�LQIOXHQFH�RQ

EULQJLQJ�DERXW�WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV��EXW�WKDW�9HQHFD��WKH�HPSOR\HUV¶

RUJDQLVDWLRQ��KDG�DOVR�KDG�D�ODUJH�LQIOXHQFH��7KH�,QGXVWULH��HQ�9RHGLQJVERQG�&19�KDG�KDG�D

VPDOO�LQIOXHQFH��+RUHFDERQG�)19�KDG�WKH�PRVW�LQIOXHQFH�RQ�WKH�FKLOGFDUH�SURYLVLRQV��7KH

LQLWLDWLYH�IRU�LQWURGXFLQJ�D�VFKHPH�IRU�FRPEDWWLQJ�VH[XDO�KDUDVVPHQW�FDPH�IURP�9HQHFD��ZKLOH

+RUHFDERQG�)19�KDG�D�YHU\�ODUJH�LQIOXHQFH�RQ�ZRUNLQJ�WKLV�XS�LQWR�D�JULHYDQFH�SURFHGXUH�

7KH�LGHD�RI�LQWURGXFLQJ�XQSDLG�SDUHQWDO�OHDYH�DOVR�FDPH�IURP�9HQHFD�ZKLOH�ERWK�SDUWLHV�KDG

DERXW�WKH�VDPH�LQIOXHQFH�RQ�WKH�XQGHUWDNLQJ�WR�SURPRWH�WKH�SRVLWLRQ�RI�ZRPHQ�LQ�WKH�FRQWUDFW

FDWHULQJ�VHFWRU�

7KH�ILQGLQJV�IURP�WKH�LQIOXHQFH�DQDO\VLV�WHOO�XV�VRPHWKLQJ�DERXW�WKH�GHJUHH�RI�LQIOXHQFH��7KHUH

ZDV�D�FOHDU�GLVWLQFWLRQ��KRZHYHU��EHWZHHQ�WKH�GLUHFWLRQ�WKDW�9HQHFD�DQG�+RUHFDERQG�WRRN�LQ

DVVHUWLQJ�WKHLU�LQIOXHQFH��:KHUHDV�+RUHFDERQG�)19�PDGH�UDGLFDO�SURSRVDOV�DQG�PDLQO\�VRXJKW

FROOHFWLYH�XQGHUWDNLQJV�RQ�HTXDO�RSSRUWXQLWLHV�LVVXHV��9HQHFD�FDPH�XS�ZLWK�PRUH�PRGHUDWH

FRXQWHU�SURSRVDOV�DLPHG�DW�JLYLQJ�HPSOR\HUV�DV�PXFK�VFRSH�DV�SRVVLEOH�WR�UHVROYH�SUREOHPV

ZLWKLQ�WKHLU�RZQ�ILUPV��,W�ZDV�DOVR�DSSDUHQW�WKDW�WKH�GHJUHH�RI�LQLWLDWLYH�YDULHG�RYHU�WLPH��7KH

HPSOR\HUV�PDLQO\�PDGH�WKHLU�HTXDO�RSSRUWXQLWLHV�SURSRVDOV�LQ������DQG������ZKLOH

+RUHFDERQG�)19�ZHUH�SXWWLQJ�HTXDO�RSSRUWXQLWLHV�LVVXHV�RQ�WKH�EDUJDLQLQJ�DJHQGD�ERWK�IURP

WKH�RXWVHW�DQG�LQ�WKH�ODWHU�\HDUV�
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(TXDO�RSSRUWXQLWLHV�VHHPHG�WR�EH�D�UHODWLYHO\�XQLPSRUWDQW�WRSLF�LQ�WKH�EDUJDLQLQJ�SURFHVV��7KH

SDUWLHV�JDYH�LW�PRUH�DWWHQWLRQ�ZKHQ�ZDJH�PDUJLQV�ZHUH�VXIILFLHQW�DQG�HPSOR\PHQW�ZDV

JURZLQJ�WKDQ�ZKHQ�WKHUH�ZDV�WDON�RI�D�ZRUVHQLQJ�HFRQRPLF�VLWXDWLRQ��+RUHFDERQG�)19

PDLQO\�GUHZ�RQ�DUJXPHQWV�IURP�D�VRFLDO�SHUVSHFWLYH�ZKLOH�HPSOR\HUV�ZDQWHG�WR�LPSURYH�WKH

SRVLWLRQ�RI�ZRPHQ�EHFDXVH�LW�ZDV�LQ�WKHLU�EXVLQHVV�LQWHUHVW��&RQWUDFW�FDWHULQJ�HPSOR\HUV�DUH

NHHQ�WR�WDNH�RQ�ZRPHQ�UHWXUQHUV�EHFDXVH�RI�WKHLU�JRRG�FXVWRPHU�FRQWDFW�VNLOOV�DQG�WKHLU

ZLOOLQJQHVV�WR�ZRUN�IRU�\HDUV�LQ�D�SDUW�WLPH�MRE��&RQVHTXHQWO\��DV�HPSOR\HUV��WKH\�DUH�TXLWH

SUHSDUHG�WR�LQYHVW�LQ�WKLV�W\SH�RI�HPSOR\HH�

$�FROOHFWLYH�DJUHHPHQW�SURYLVLRQ�DSSHDUHG�WR�SDQ�RXW�ZHOO�LQ�SUDFWLFH�ZKHQ�ERWK�HPSOR\HU�DQG

HPSOR\HH�UHSUHVHQWDWLYHV�KDG�EHHQ�LQYROYHG�LQ�LWV�LPSOHPHQWDWLRQ��7KXV�LW�ZDV�D�ZRUNLQJ�SDUW\

ZLWKLQ�WKH�FRQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH�ZKLFK�DWWHQGHG�WR�WKH�DGRSWLRQ�RI�FKLOGFDUH��DQG

WKH�JULHYDQFH�SURFHGXUH�IRU�VH[XDO�KDUDVVPHQW�ZDV�GHYHORSHG�E\�WKH�FHQWUDO�UHSUHVHQWDWLYH�LQ

FRQVXOWDWLRQ� ZLWK� KHU� RSSRVLWH� QXPEHUV� IURP� WKH� YDULRXV� ILUPV�� $OWKRXJK� QR� ZRPHQ� ZHUH

LQYROYHG�LQ�WKH�QHJRWLDWLRQV��HYHU\RQH�LQWHUYLHZHG�VDLG�WKDW�ZRPHQ�KDG�DQ�LQGLUHFW� LQIOXHQFH�

2IILFLDOV� IURP� ERWK� XQLRQV� PHQWLRQHG� WKH� LQIOXHQFH� RI� ZRPHQ� LQ� WKH� FROOHFWLYH� DJUHHPHQW

FRPPLWWHH��0RUHRYHU��ZLWKLQ�WKH�+RUHFDERQG�)19�WKHUH�ZDV�DQ�DFWLYH�LQSXW�IURP�WKH�ZRPDQ

ZKR�ZDV� WKH� HTXDOLW\� SROLF\� RIILFHU� DQG� IURP� WKH� ZRPHQ¶V� VHFUHWDULDW� RI� WKH� FHQWUDO� )19�

9HQHFD��IRU�WKH�HPSOR\HUV��PHQWLRQHG�WKH�DFWLYH�LQYROYHPHQW�RI�D�QXPEHU�RI�ZRPHQ�KHDGV�RI

SHUVRQQHO�� ,W� DOVR�HPHUJHG� IURP� WKH� LQWHUYLHZV� WKDW� VHYHUDO� RI� WKH�PHQ�ZKR�ZHUH� GRLQJ� WKH

QHJRWLDWLQJ� IHOW� D� GHHS� LQYROYHPHQW� WKHPVHOYHV� IRU� HTXDO� RSSRUWXQLWLHV� LVVXHV�� 7KHUH� ZDV

LQGLUHFW�LQIOXHQFH��WRR��IURP�WKH�XQGHUWDNLQJV�WR�FRPEDW�VH[XDO�KDUDVVPHQW�PDGH�E\�HPSOR\HUV

DQG�HPSOR\HHV�DW�WKH�FHQWUDO�OHYHO��DQG�IURP�QDWLRQDO�OHJLVODWLRQ�LQ�WKH�ILHOGV�RI�SRVLWLYH�DFWLRQ

DQG� FKLOGFDUH�� 7KHUH� ZDV� QRWKLQJ� LQ� WKH� FDVH� VWXG\� WR� LQGLFDWH� WKDW� GHYHORSPHQWV� DW� WKH

(XURSHDQ�OHYHO�KDG�DQ\�GLUHFW�LQIOXHQFH�
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�� ,QWURGXFWLRQ

+RZ�GR�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�FROOHFWLYH�DJUHHPHQWV�FRPH�LQWR�EHLQJ"�:KR�SXWV�VXEMHFWV

VXFK�DV�FKLOG�FDUH�DQG�SDUHQWDO�OHDYH�RQ�WKH�DJHQGD��KRZ�GR�WKH�YDULRXV�EDUJDLQLQJ�SDUWLHV�UHDFK

DJUHHPHQW�DQG�ZKDW�DUH�WKH�UHVXOWV"�7KLV�UHSRUW�ZLOO�DQVZHU�WKHVH�TXHVWLRQV�LQ�UHVSHFW�RI�WKH�'XWFK

FROOHFWLYH�DJUHHPHQW�IRU�FRQWUDFW�FDWHULQJ��7KLV�FROOHFWLYH�DJUHHPHQW�LV�RQH�RI�WKH�ILIWHHQ�FDVH�VWXGLHV

ZKLFK�KDYH�EHHQ�FRQGXFWHG�LQ�ILIWHHQ�(XURSHDQ�FRXQWULHV�IRU�WKH�(XURSHDQ�)RXQGDWLRQ�IRU�WKH

,PSURYHPHQW�RI�/LYLQJ�DQG�:RUNLQJ�&RQGLWLRQV��7KHVH�FDVH�VWXGLHV�FRQVWLWXWH�WKH�WKLUG�DQG�ILQDO�VWDJH

RI�D�UHVHDUFK�SURMHFW�RQ�FROOHFWLYH�EDUJDLQLQJ�DQG�HTXDO�RSSRUWXQLWLHV�

6WDJH���RI�WKH�SURMHFW�GHVFULEHG�WKH�QDWLRQDO�FRQWH[W�LQ�WHUPV�RI�ODERXU�UHODWLRQV�DQG�HTXDO

RSSRUWXQLWLHV��6WDJH���FRQVLVWHG�RI�WKH�VHOHFWLRQ�RI�WZHQW\�FROOHFWLYH�DJUHHPHQWV�ZLWK�SURJUHVVLYH���L�H�

³JRRG´���HTXDO�RSSRUWXQLWLHV�SURYLVLRQV��6WDJH���LV�D�FDVH�VWXG\�RI�RQH�RI�WKH�WZHQW\�LQ�ZKLFK�ZH�ZLOO

HVWDEOLVK�ZKDW�IDFWRUV�ZHUH�PRVW�LQIOXHQWLDO�LQ�HQVXULQJ�WKDW�SURYLVLRQV�RI�WKDW�NLQG�ZHUH�SUHVHQW�

)RU�RXU�FDVH�VWXG\�ZH�KDYH�FKRVHQ�WKH�FROOHFWLYH�DJUHHPHQW�IRU�FRQWUDFW�FDWHULQJ��7KLV�ZDV�FKRVHQ�LQ�6WDJH��

EHFDXVH�RI�LWV�JRRG�FKLOG�FDUH�SURYLVLRQV��7KHVH�RIIHU�ERWK�PDOH�DQG�IHPDOH�HPSOR\HHV�FKLOG�FDUH�IDFLOLWLHV�IRU

FKLOGUHQ�DJHG�IURP���WR�����(PSOR\HHV�SD\�D�FRQWULEXWLRQ�RQ�WKH�EDVLV�RI�WKH�WDEOH�VHW�GRZQ�XS�E\�WKH

0LQLVWU\�RI�:HOIDUH��3XEOLF�+HDOWK�DQG�6SRUW��+RZHYHU��WKH�FROOHFWLYH�DJUHHPHQW�DOVR�LQFOXGHV�D�QXPEHU�RI

RWKHU�SURYLVLRQV�ZKLFK�IDYRXU�HTXDOLW\�RI�RSSRUWXQLW\��7KXV�WKHUH�LV�DQ�H[WHQVLYH�JULHYDQFH�SURFHGXUH�WR

SUHYHQW�DQG�FRPEDW�VH[XDO�KDUDVVPHQW��D�VFKHPH�IRU�XQSDLG�FDUH�OHDYH�DQG�VSHFLDO�OHDYH��DQG�XQGHUWDNLQJV

DUH�JLYHQ�WR�SURPRWH�WKH�SRVLWLRQ�RI�ZRPHQ��DQG�RI�ZRPHQ�UHWXUQHUV�LQ�SDUWLFXODU�

7KH�EXVLQHVV�VHUYLFHV�VHFWRU�ZDV�FKRVHQ�ZLWK�D�YLHZ�WR�GLVWULEXWLQJ�WKH�FDVH�VWXGLHV�LQ�WKH�PHPEHU

VWDWHV�DPRQJ�DV�PDQ\�VHFWRUV�DV�SRVVLEOH��&RQWUDFW�FDWHULQJ�LV�D�UHODWLYHO\�QHZ�EUDQFK�RI�WKH�VHUYLFHV

VHFWRU�EXW�RQH�ZKLFK�KDV�XQGHUJRQH�UDSLG�H[SDQVLRQ�LQ�UHFHQW�\HDUV��%HFDXVH�WKH�VHFWRU�LV�YHU\�PXFK

PDUNHW�RULHQWDWHG�LW�LV�LQWHUHVWLQJ�WR�VWXG\�KRZ�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�KDYH�EHHQ�DEOH�WR�HYROYH

LQ�WKDW�FOLPDWH��0RUHRYHU��FRQWUDFW�FDWHULQJ�LV�D�VHFWRU�ZLWK�D�UHODWLYHO\�ODUJH�QXPEHU�RI�ZRPHQ

HPSOR\HHV��2XW�RI�D�ZRUNIRUFH�RI��������ZRPHQ�FRPSULVH��������RI�ZKRP�WZR�WKLUGV�DUH�LQ�SDUW�WLPH

MREV���7KH�HPSOR\HHV�DUH�VSUHDG�RYHU�����FRPSDQLHV��7KH�WKLUWHHQ�ODUJHVW�RQHV��ZKR�EHWZHHQ�WKHP

HPSOR\�����RI�WKH�WRWDO�ZRUNIRUFH��KDYH�FRPH�WRJHWKHU�WR�IRUP�9HQHFD��WKH�RUJDQLVDWLRQ�ZKLFK�DFWV�RQ

WKHLU�EHKDOI��7KH�FROOHFWLYH�DJUHHPHQW�DSSOLHV�GLUHFWO\�WR�WKHVH�WKLUWHHQ�FRPSDQLHV��DOO�RI�ZKLFK�RSHUDWH

QDWLRQZLGH��7KH�RWKHU����RI�HPSOR\HHV�ZRUN�IRU�WKH�VPDOOHU�FRQWUDFW�FDWHULQJ�ILUPV�ZKLFK�RSHUDWH

PDLQO\�RQ�D�ORFDO�EDVLV�

������������������������������ �����������������

��
�
�6RXUFH��9HQHFD������$QQXDO�5HSRUW
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6LQFH�WKH�FROOHFWLYH�DJUHHPHQW�KDV�EHHQ�GHFODUHG�JHQHUDOO\�ELQGLQJ�E\�WKH�0LQLVWHU�IRU�6RFLDO�$IIDLUV

DQG�(PSOR\PHQW�LW�WKHUHIRUH�DSSOLHV�WR�WKHP�DV�ZHOO��7KH�GHJUHH�RI��XQLRQ��RUJDQLVDWLRQ�LQ�WKH�VHFWRU�LV

DERXW�����DV�DJDLQVW�WKH�QDWLRQDO�DYHUDJH�RI��������$ERXW�����RI�WKHVH�XQLRQ�PHPEHUV�EHORQJ�WR

+RUHFDERQG�)19�����DUH�ZLWK�,QGXVWULH��HQ�9RHGLQJVERQG�&19�DQG����ZLWK�8QLH�%/+3�

���� &RQWUDFW�FDWHULQJ

&RQWUDFW�FDWHULQJ�LV�ZKHQ�SULYDWH�FRPSDQLHV�DQG�SXEOLF�LQVWLWXWLRQV�FRQWUDFW�RXW�WKHLU�FDQWHHQV�DQG

RWKHU�IRUPV�RI�FDWHULQJ�WR�RXWVLGH�FDWHUHUV��7KLV�IRUP�RI�VXE�FRQWUDFWLQJ�ZDV�YHU\�PXFK�RQ�WKH�LQFUHDVH

LQ�WKH�(LJKWLHV��7KH�0LQLVWHU�IRU�6RFLDO�$IIDLUV�DQG�(PSOR\PHQW�ZDQWHG�WR�GHFODUH�WKH�³+RUHFD´��KRWHO

DQG�FDWHULQJ�WUDGH��FROOHFWLYH�DJUHHPHQW�JHQHUDOO\�ELQGLQJ�RQ�DOO�FDWHULQJ�ILUPV�EXW�9HQHFD��WKH�FRQWUDFW

FDWHULQJ�HPSOR\HUV¶�RUJDQLVDWLRQ��WKRXJKW�WKDW�WKHLU�VHFWRU¶V�VSHFLDOLVHG�QDWXUH�MXVWLILHG�LW�KDYLQJ�D

FROOHFWLYH�DJUHHPHQW�RI�LWV�RZQ��:KLOH�³KRUHFD´���WKH�KRWHO�DQG�FDWHULQJ�WUDGH���UDQNV�YHU\�PXFK�DV�D

FUDIW�RFFXSDWLRQ��UHTXLULQJ�VSHFLDO�VNLOOV��FRQWUDFW�FDWHULQJ�LV�RI�D�PRUH�LQGXVWULDO�QDWXUH��7KH�0LQLVWHU

DFFHSWHG�WKH�FRQWUDFW�FDWHULQJ�HPSOR\HUV¶�REMHFWLRQV�WR�KDYLQJ�WKH�+RUHFD�FROOHFWLYH�DJUHHPHQW�PDGH

ELQGLQJ�XSRQ�WKHP�DV�ZHOO��EXW�PDGH�WKLV�FRQGLWLRQDO�RQ�WKHP�FRQFOXGLQJ�WKHLU�RZQ�FROOHFWLYH

DJUHHPHQW�LQ�WKH�VSULQJ�RI�������DQG�WKH�VHFWRU¶V�HPSOR\HUV�DQG�HPSOR\HHV�GLG�LQ�IDFW�FRQFOXGH�WKHLU

RZQ�FROOHFWLYH�DJUHHPHQW�LQ�$SULO�������8QGHUWDNLQJV�RQ�HTXDO�RSSRUWXQLWLHV�KDYH�HYROYHG�FRQVLGHUDEO\

VLQFH�WKLV�ILUVW�FROOHFWLYH�DJUHHPHQW��VWDUWLQJ�LQ������ZLWK�D�SURYLVLRQ�RQ�DQWL�GLVFULPLQDWLRQ�DQG

SUHYHQWLRQ�RI�VH[XDO�KDUDVVPHQW��DQG�UDSLGO\�H[SDQGLQJ�LQ������WR�DQ�HQWLUH�VHFWLRQ�RQ�SRVLWLYH�DFWLRQ�

:KDW�ZH�KDYH�GRQH�LQ�WKLV�UHSRUW�LV�VXEMHFW�WKH�GHYHORSPHQW�RI�WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�WR�DQ

LQIOXHQFH�DQDO\VLV��,Q�WKLV�FKDSWHU�ZH�ZLOO�ILUVW�RXWOLQH�WKH�PHWKRG�WKDW�ZDV�XVHG��DQG�WKHQ�JR�RQ�WR

GHVFULEH�WKH�YDULRXV�DFWRUV�ZKR�SOD\HG�D�UROH�LQ�WKH�UHDOL]DWLRQ�RI�FRQVHFXWLYH�FROOHFWLYH�DJUHHPHQWV�IRU

FRQWUDFW�FDWHULQJ��&KDSHU���FRQVLVWV�RI�D�UH�FRQVWUXFWLRQ�RI�WKH�GHYHORSPHQW�RI�WKH�HTXDO�RSSRUWXQLWLHV

SURYLVLRQV�IURP������WR�WKH�SUHVHQW�GD\��,Q�&KDSWHU���ZH�ZLOO�EH�DSSO\LQJ�LQIOXHQFH�DQDO\VLV�WR�WKH

YDULRXV��SDUW��GHFLVLRQV�WKDW�ZHUH�WDNHQ��:H�ZLOO�DOVR�EH�VKRZLQJ�ZKDW�LQIOXHQFH�YDULRXV�DFWRUV�KDG

GXULQJ�WKH�SUHSDUDWLRQ��UHDOL]DWLRQ�DQG�LPSOHPHQWDWLRQ�RI�WKH�GLIIHUHQW�SURYLVLRQV��,Q�&KDSWHU���ZH�ZLOO

H[DPLQH�WKH�LQIOXHQFH�H[HUFLVHG�E\�ZRPHQ�LQVLGH�WKH�YDULRXV�EDUJDLQLQJ�SDUWLHV�DQG�WKH�RWKHU�IDFWRUV

ZKLFK�FDQ�DFFRXQW�IRU�WKH�FRQVLGHUDWLRQ�JLYHQ�WR�HTXDO�RSSRUWXQLWLHV��:H�ZLOO�WKHQ�FRQFOXGH�WKH�FKDSWHU

E\�IRUPXODWLQJ�D�QXPEHU�RI�UHFRPPHQGDWLRQV�
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���� 5HVHDUFK�PHWKRG�DQG�H[HFXWLRQ

7KLV�FDVH�VWXG\�ZLOO�H[DPLQH�ZKLFK�IDFWRUV�KDYH�LQIOXHQFHG�WKH�SUHVHQFH�RI�SURJUHVVLYH�HTXDO

RSSRUWXQLWLHV�SURYLVLRQV�LQ�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW��:H�DUH�QRW�DVVXPLQJ�WKDW�WKH

ILQGLQJV�RI�WKLV�UHVHDUFK�DUH�UHSUHVHQWDWLYH�RI�HYHU\�'XWFK�FROOHFWLYH�DJUHHPHQW�EXW�ZH�GR�H[SHFW�WKHP

WR�JLYH�DQ�LQGLFDWLRQ�RI�WKH�IDFWRUV�WKDW�FDQ�KROG�EDFN�RU�VSHHG�XS�SURJUHVV�LQ�RWKHU�FROOHFWLYH

EDUJDLQLQJ�DV�ZHOO��'LFNHQV���������7KH�PHWKRG�ZH�ZLOO�EH�XVLQJ�IRU�WKLV�FDVH�VWXG\�LV�LQWHQVLYH

SURFHVV�DQDO\VLV��+XEHUWV���������7KLV�PHWKRG�LV�DOUHDG\�PXFK�XVHG�IRU�WKH�DQDO\VLV�RI�SROLWLFDO

GHFLVLRQ�PDNLQJ�SURFHVVHV�DQG�LV�DSSOLHG�KHUH�WR�GHFLVLRQ�PDNLQJ�SURFHVVHV�ZLWKLQ�WKH�FRQWH[W�RI

FROOHFWLYH�EDUJDLQLQJ�EHWZHHQ�HPSOR\HUV�DQG�HPSOR\HHV�

,Q�RUGHU�WR�GHWHUPLQH�ZKDW�LQIOXHQFH�YDULRXV�DFWRUV�KDYH�KDG�LW�KDV�EHHQ�QHFHVVDU\�WR�UHFRQVWUXFW�WKH

GHFLVLRQ�PDNLQJ�SURFHVV��7KLV�UH�FRQVWUXFWLRQ�FDUHIXOO\�UHSURGXFHV�ZKDW�WKH�DFWRUV�KDYH�VDLG�DQG�GRQH

DQG�LV�EDVHG�ERWK�RQ�DUFKLYDO�UHVHDUFK�DQG�LQWHUYLHZV�ZLWK�WKRVH�LQYROYHG��:LWK�WKH�DLG�RI�WKLV�UH�

FRQVWUXFWLRQ�ZH�DUH�DEOH��E\�XVLQJ�WDEOHV��WR�VKRZ�KRZ�WKH�YDULRXV�DFWRUV¶�VWDQGSRLQWV�FKDQJHG�DV�WLPH

SURJUHVVHG��,Q�RUGHU�WR�GHWHUPLQH�WKH�GHJUHH�RI�LQIOXHQFH�ZH�ILUVW�FRPSDUHG�WKH�VWDQGSRLQW�RI�LQGLYLGXDO

DFWRUV�ZLWK�WKH�HQG�UHVXOW��,I�DFWRUV�FRQWLQXDOO\�DGRSWHG�D�VWDQGSRLQW�WKDW�GLIIHUHG�IURP�WKH�ILQDO

GHFLVLRQ�WKH\�SUHVXPDEO\�KDG�QR�LQIOXHQFH��$�VHFRQG�HOHPHQW�LV�WKH�SRLQW�LQ�WLPH�ZKHQ�SDUWLHV�FKDQJHG

WKHLU�VWDQGSRLQW��,I�DFWRUV�EHJDQ�DGRSWLQJ�D�VWDQGSRLQW�LQ�WKH�FRXUVH�RI�WLPH�ZKLFK�FRLQFLGHG�ZLWK�WKH

HQG�UHVXOW�LW�LV�LPSRUWDQW�WR�DVFHUWDLQ�DW�ZKDW�SRLQW�WKDW�RFFXUUHG��$Q�DFWRU¶V�LQIOXHQFH�LV�SUHVXPDEO\

JUHDWHU�ZKHQ�WKDW�DFWRU�KDV�EHHQ�WKH�ILUVW�WR�DGYDQFH�WKDW�VWDQGSRLQW�WKDQ�ZKHQ�WKH�DFWRU�DOWHUV�KLV�RU

KHU�RSLQLRQ�DIWHU�RWKHUV�KDYH�DOUHDG\�GRQH�VR��7KLUGO\��LW�LV�LPSRUWDQW�WR�ORRN�DW�ZKDW�DFFHVV�DFWRUV�KDG

WR�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��,I�DFWRUV�DGRSWHG�D�VWDQGSRLQW�WKDW�FRLQFLGHG�ZLWK�WKH�HQG�UHVXOW�EXW�KDG

QR�GLUHFW�RU�LQGLUHFW�DFFHVV�WR�WKH�SODFH�ZKHUH�WKH�GHFLVLRQV�ZHUH�WDNHQ��LW�LV�XQOLNHO\�WKDW�WKH\�KDYH�EHHQ

LQIOXHQWLDO��+XEHUWV���������������

7KH�-RLQW�&RPPLWWHH�IRU�FRQWUDFW�FDWHULQJ��WKH�FRQVXOWDWLYH�ERG\�IRU�FRQWUDFW�FDWHULQJ�HPSOR\HUV�DQG

HPSOR\HHV��DQG�+RUHFDERQG�)19��WKH�ODUJHVW�HPSOR\HH�RUJDQLVDWLRQ�LQ�FRQWUDFW�FDWHULQJ��ZHUH

DSSURDFKHG�E\�WHOHSKRQH�DQG�WKHQ�DVNHG�LQ�ZULWLQJ�LI�WKH\�ZRXOG�DVVLVW�ZLWK�WKH�UHVHDUFK��)ROORZLQJ

WKLV��H[WHQVLYH�UHVHDUFK�ZDV�FDUULHG�RXW�LQ�WKH�+RUHFDERQG�)19�DUFKLYHV��ZKHUH�WKH�GRFXPHQWV�VWXGLHG

LQFOXGHG�WKH�PLQXWHV�RI�WKH�QHJRWLDWLRQV��DPHQGLQJ�SURSRVDOV�SXW�IRUZDUG�E\�WKH�YDULRXV�EDUJDLQLQJ

SDUWLHV��PLQXWHV�RI�PHHWLQJV�RI�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\��WKH�UHWXUQHUV�ZRUNLQJ�SDUW\�DQG�WKH

GLVFXVVLRQ�JURXS�RI�UHSUHVHQWDWLYHV�RQ�VH[XDO�KDUDVVPHQW��DQG�YDULRXV�UHOHYDQW�VWDWHPHQWV�DQG�UHSRUWV�

������������������������������ �����������������

��
�
� 2XU�WKDQNV�WR�0U��:��+ROYDVW�IRU�PDNLQJ�DUFKLYH�PDWHULDO�DYDLODEOH�DQG�WR�0UV��-��%XLNHPD�IRU�KHU

KHOS�LQ�PDNLQJ�D�VHOHFWLRQ�IURP�WKH�ODUJH�TXDQWLW\�RI�LQIRUPDWLRQ�
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2Q�WKH�EDVLV�RI�WKLV�LQIRUPDWLRQ�ZH�ZHUH�DEOH�WR�PDNH�D�SURYLVLRQDO�UH�FRQVWUXFWLRQ�RI�WKH�SURFHVV

ZKLFK�EURXJKW�DERXW�FRQWUDFW�FDWHULQJ¶V�ILYH�FRQVHFXWLYH�FROOHFWLYH�DJUHHPHQWV��,W�ZDV�DOVR�SRVVLEOH�WR

SLFN�RXW�SHRSOH�ZKR�KDG�EHHQ�GLUHFWO\�LQYROYHG�LQ�WKLV�SURFHVV��QDPHO\��QHJRWLDWRUV�RQ�EHKDOI�RI�WKH

HPSOR\HU�DQG�HPSOR\HH�RUJDQLVDWLRQV��+RUHFDERQG�)19¶V��IRUPHU��HTXDOLW\�SROLF\�RIILFHU��WKH��IRUPHU�

VHFUHWDU\�WR�WKH�QHJRWLDWLRQV�DQG�WKH��IRUPHU��FRQWUDFW�FDWHULQJ�FHQWUDO�UHSUHVHQWDWLYH�RQ�VH[XDO

KDUDVVPHQW��7KHVH�WHQ�SHRSOH�ZHUH�WKHQ�ZULWWHQ�WR�ZLWK�D�UHTXHVW�IRU�WKHLU�DVVLVWDQFH��DQG�VHPL�

VWUXFWXUHG�LQWHUYLHZV�ZHUH�VXEHVTXHQWO\�FRQGXFWHG�ZLWK�QLQH�RI�WKHP���VHH�DSSHQGL[�����7KH\�ZHUH�VHQW

WKH�SURYLVLRQDO�UH�FRQVWUXFWLRQ�LQ�DGYDQFH�DQG�ZHUH�DEOH�WR�DGG�WR�LW�RU�DPHQG�LW�DV�WKH\�VDZ�ILW��8VLQJ

DQ�LWHPLVHG�OLVW�WKH\�UHFRXQWHG�ZKLFK�VWDQGSRLQWV�WKHLU�SDUW\�KDG�DGRSWHG�LQ�UHVSHFW�RI�FHUWDLQ�WRSLFV��,Q

VRPH�FDVHV�DGGLWLRQDO�DUFKLYH�PDWHULDO�ZDV�VHQW�LQ�DV�D�UHVXOW�RI�WKH�LQWHUYLHZV���7KH�GHILQLWLYH�UH�

FRQVWUXFWLRQ�RI�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��&KDSWHU����ZDV�WKHQ�GUDZQ�XS�RQ�WKH�EDVLV�RI�WKH

LQWHUYLHZV�DQG�DGGLWLRQDO�DUFKLYH�PDWHULDO��1H[W��GHFLVLRQV�ZHUH�FKRVHQ�ZKLFK�PDUNHG�DQ�LPSRUWDQW

SKDVH�LQ�WKH�UHDOL]DWLRQ�RI�WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV��DQG�WKH�LQWHQVLYH�SURFHVV�DQDO\VLV�PHWKRG

ZDV�DSSOLHG�WR�WKRVH�GHFLVLRQV��&KDSWHU����

���� $FWRUV

7KHUH�ZHUH�WKUHH�SDUWLHV�ZKR�ZHUH�LQYROYHG�WKURXJKRXW�WKH�EDUJDLQLQJ�IRU�WKH�FRQWUDFW�FDWHULQJ

FROOHFWLYH�DJUHHPHQW�EHWZHHQ������DQG��������9HQHFD�IRU�WKH�HPSOR\HUV��DQG�+RUHFDERQG�)19�DQG

,QGXVWULH��HQ�9RHGLQJVERQG�&19�IRU�WKH�HPSOR\HHV��7KH\�ZHUH�MRLQHG�LQ������E\�D�WKLUG�HPSOR\HH

RUJDQLVDWLRQ��8QLH�%/+3��6LQFH�WKH�RQO\�GHFLVLRQ�WDNHQ�GXULQJ�WKH������QHJRWLDWLRQV�ZDV�WR�H[WHQG�WKH

H[LVWLQJ�DJUHHPHQW�DQG�FRQVHTXHQWO\�QR�QHZ�XQGHUWDNLQJV�ZHUH�PDGH��WKHUH�LV�QR�QHHG�IRU�XV�WR�LQFOXGH

WKHVH�QHJRWLDWLRQV�RU�WR�JR�IXUWKHU�LQWR�WKH�UROH�RI�8QLH�%/+3��:KDW�IROORZV�LV�D�GHVFULSWLRQ�RI�WKH

RWKHU�WKUHH�SDUWLHV�DQG�WKH�FRQVXOWDWLYH�ERG\�ZLWKLQ�ZKLFK�WKH\�RSHUDWH��QDPHO\�WKH�FRQWUDFW�FDWHULQJ

-RLQW�&RPPLWWHH��³9DNUDDG´��

������ 9HQHFD

7KLUWHHQ�ODUJH�FDWHULQJ�FRPSDQLHV��DUH�DIILOLDWHG�WR�9HQHFD��9HUHQLJLQJ�1HGHUODQGVH

������������������������������ �����������������

��
�

0UV��:��.HL]HUV�YDQ�*LOV�� WKH� IRUPHU�VHFUHWDU\� WR� WKH�QHJRWLDWLRQV��RQO\�ZDQWHG� WR�EH� LQWHUYLHZHG

RYHU�WKH�WHOHSKRQH�

��
�

2XU�WKDQNV�WR�0U��-�$�0��7R[RSHXV�IURP�,QGXVWULH��HQ�9RHGLQJVERQG�&19�DQG�0UV��,��YDQ�GHQ�%RV

IURP�9RHGLQJVERQG�)19�

��
�

$SSpO��%51��(&6��(XUHVW��9DQ�+HFNH��+ROODQG�&DWHULQJ��./0��0RQGLDO��3URUHVW��5HVWRSODQ��6$%�

6HUYLFH�2QH��6WLFKWLQJ�0HQVD�$FDGHPLFD�$PVWHORGDPHQVLV�
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&DWHULQJRUJDQLVDWLHV�$VVRFLDWLRQ�RI�'XWFK�FDWHULQJ�RUJDQLVDWLRQV���WKH�HPSOR\HUV¶�RUJDQLVDWLRQ��9HQHFD

LWVHOI�LV�LQ�WXUQ�DIILOLDWHG�WR�912�1&:��WKH�QDWLRQDO�RUJDQLVDWLRQ�IRU�HPSOR\HUV��7KH�EDUJDLQLQJ

GHOHJDWLRQ�FRQVLVWV�RI�ILYH�FRPSDQ\�UHSUHVHQWDWLYHV��XVXDOO\�WKH�PDQDJLQJ�GLUHFWRU�RU�WKH�KHDG�RI�WKH

SHUVRQQHO�GHSDUWPHQW��8QOLNH�WKH�XQLRQV��WKH�HPSOR\HUV¶�RUJDQLVDWLRQ�GRHV�QRW�SXEOLVK�SROLF\

VWDWHPHQWV�RQ�ZRUNLQJ�FRQGLWLRQV��*HQHUDO�GHYHORSPHQWV�LQ�WKH�VHFWRU�DUH�GHVFULEHG�LQ�WKH�EDUJDLQLQJ

SURSRVDOV�ZKLFK�DUH�SUHSDUHG�E\�WKH�EDUJDLQLQJ�GHOHJDWLRQ�LQ�FRQMXQFWLRQ�ZLWK�WKH�VRFLDO�DIIDLUV

FRPPLWWHH��:KLOH�9HQHFD�KDV�QR�ZRPHQ�LQ�LWV�GHOHJDWLRQ�LW�GRHV�KDYH�ZRPHQ�RQ�LWV�VRFLDO�DIIDLUV

FRPPLWWHH��7KLV�LV�FRPSRVHG�RI�WKH�KHDGV�RI�SHUVRQQHO�IURP�DOO�WKH�9HQHFD�FRPSDQLHV��DQG�FXUUHQWO\

VL[�RXW�RI�WKH�FRPPLWWHH¶V�VL[WHHQ�PHPEHUV�DUH�ZRPHQ���7KHUH�LV�QR�IRUPDO�UHPLW�IRU�HTXDO

RSSRUWXQLWLHV�ZLWKLQ�9HQHFD��DQG�QR�FRPPLWWHH�RU�PHPEHU�RI�VWDII�KDV�D�VSHFLDO�HTXDO�RSSRUWXQLWLHV

EULHI�

������ +RUHFDERQG�)19

+RUHFDERQG�)19�LV�DIILOLDWHG�WR�)19��WKH�'XWFK�7UDGH�8QLRQ�)HGHUDWLRQ��+RUHFDERQG�)19�GHDOV�ZLWK

WKUHH�VHFWRUV��QDPHO\�³KRUHFD´��WKH�KRWHO�DQG�FDWHULQJ�WUDGH���FRQWUDFW�FDWHULQJ�DQG�OHLVXUH��7KLV�WUDGH

XQLRQ�KDV�������PHPEHUV�LQ�FRQWUDFW�FDWHULQJ��RI�ZKRP�������DUH�ZRPHQ���7KH�XQLRQ�KDV�LQFRUSRUDWHG

D�FOHDU�IRUPDO�UHPLW�IRU�HTXDO�RSSRUWXQLWLHV�DQG�ZRPHQ¶V�LVVXHV�LQWR�LWV�VWUXFWXUH��DQG�KDV�D�ZRPHQ¶V

LVVXHV�RIILFLDO�DQG�D�QDWLRQDO�ZRPHQ¶V�FRPPLWWHH��7KH�XQLRQ�UDQV�LWV�RZQ�SRVLWLYH�DFWLRQ�SURMHFW�IRU�D

QXPEHU�RI�\HDUV�������������DQG�HPSOR\HG�D�ZRPDQ�HTXDOLW\�SROLF\�RIILFHU�LQ�WKLV�FRQWH[W�

+RUHFDERQG�)19�VHQW�IRXU�RIILFLDOV�WR�WKH�QHJRWLDWLRQV��DQG�VLQFH������WKH�GHOHJDWLRQ�KDV�DOVR�LQFOXGHG

D�ZRPDQ�RIILFLDO��7KH�EDUJDLQLQJ�SURSRVDOV�ZHUH�GHYHORSHG�LQ�OLQH�ZLWK�WKH�XQLRQ¶V�DQQXDO�SROLF\

VWDWHPHQW�RQ�ZRUNLQJ�FRQGLWLRQV��(TXDO�RSSRUWXQLWLHV�WRSLFV�ILJXUH�SURPLQHQWO\�LQ�WKLV�VWDWHPHQW�

%DUJDLQLQJ�SURSRVDOV�DQG�UHVXOWV�DUH�FKHFNHG�RXW�E\�WKH�FROOHFWLYH�DJUHHPHQW�FRPPLWWHH��7KLV�KDV�TXLWH

D�KLJK�SURSRUWLRQ�RI�ZRPHQ�PHPEHUV������RXW�RI�WKH����PHPEHUV�DUH�ZRPHQ���7KH�7UDGH�8QLRQ

)HGHUDWLRQ¶V�ZRPHQ¶V�VHFUHWDULDW�LV�DQRWKHU�VRXUFH�RI�LQIOXHQFH�LQ�WKH�HTXDO�RSSRUWXQLWLHV�ILHOG��,Q�WHUPV

RI�FRQWHQW��IRU�H[DPSOH��LW�KDV�SURYLGHG�VXSSRUW�IRU�D�QXPEHU�RI�\HDUV�LQ�WKH�IRUP�RI�D�SRVLWLYH�DFWLRQ

VFHQDULR�IRU�XVH�LQ�FROOHFWLYH�EDUJDLQLQJ��7KH�ZRPHQ¶V�VHFUHWDULDW�DOVR�VXSSOLHG�WKH�FHQWUDO

UHSUHVHQWDWLYH�IRU�FRQWUDFW�FDWHULQJ�ZKR�SOD\HG�DQ�LPSRUWDQW�SDUW�LQ�GHYHORSLQJ�WKH�VH[XDO�KDUDVVPHQW

JULHYDQFH�SURFHGXUH�

������������������������������ �����������������

��
�

6RXUFH��9HQHFD������DQQXDO�UHSRUW�

��
�

6RXUFH��0U��:��6RQGHUQ�IURP�+RUHFDERQG�)19�

��
�

6RXUFH��0UV��-��%XLNHPD�IURP�+RUHFDERQG�)19�
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�������,QGXVWULH��HQ�9RHGLQJVERQG�&19

,QGXVWULH��HQ�9RHGLQJVERQG��LQGXVWU\�DQG�IRRGVWXIIV�XQLRQ��&19�LV�DIILOLDWHG�WR�WKH�&19��'XWFK

&KULVWLDQ�7UDGH�8QLRQ�)HGHUDWLRQ���7KLV�XQLRQ�FRYHUV�VL[WHHQ�VHFWRUV�DQG�LV�PXFK�ODUJHU�WKDQ

+RUHFDERQG�)19��,W�KDV�UHODWLYHO\�IHZ�PHPEHUV�LQ�FRQWUDFW�FDWHULQJ�DQG�KDV�RQH�RIILFLDO�ZKR�WDNHV

SDUW�LQ�WKH�FRQWUDFW�FDWHULQJ�QHJRWLDWLRQV��,W�GRHV�QRW�KDYH�D�FRPPLWWHH�RU�PHPEHU�RI�VWDII�ZLWK�D

VSHFLDO�EULHI�IRU�HTXDO�RSSRUWXQLWLHV�LVVXHV��DOWKRXJK�LW�GRHV�SXEOLVK�DQ�DQQXDO�ZRUNLQJ�FRQGLWLRQV

SROLF\�VWDWHPHQW�ZKLFK�LQFOXGHV�WKH�VXEMHFW�RI�HTXDO�RSSRUWXQLWLHV��7KH�EDUJDLQLQJ�SURSRVDOV�ZHUH

IUDPHG�RQ�WKH�EDVLV�RI�WKLV�VWDWHPHQW��7KH�FROOHFWLYH�DJUHHPHQWV�FRPPLWWHH�ZKLFK�LV�VRXQGHG�RXW�RQ�WKH

SURSRVDOV�DQG�UHVXOWV�DOVR�FRQVLGHUV�WRSLFV�VXFK�DV�FKLOG�FDUH��7KUHH�RXW�RI�WKLV�FRPPLWWHH¶V�WHQ

PHPEHUV�DUH�ZRPHQ���7KH�FHQWUDO�&19��OLNH�WKH�)19��DOVR�KDV�D�ZRPHQ¶V�VHFUHWDULDW�

������ &RQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH

7KH�FRQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH�LV�WKH�FRQVXOWDWLYH�ERG\�IRU�HPSOR\HUV�DQG�HPSOR\HHV�LQ�WKH

FRQWUDFW�FDWHULQJ�VHFWRU��,WV�PHPEHUV�DUH�9HQHFD�RQ�EHKDOI�RI�WKH�HPSOR\HUV��+RUHFDERQG�)19�

,QGXVWULH��HQ�9RHGLQJVERQG�&19��DQG��VLQFH�UHFHQWO\��8QLH�%/+3��7KH�FRQWUDFW�FDWHULQJ�QHJRWLDWLRQV

ZHUH�PLQXWHG�E\�D�VHFUHWDU\�IURP�WKH�MRLQW�FRPPLWWHH��5HJXODU�GLVFXVVLRQV�DUH�DOVR�KHOG�ZLWKLQ�WKH

FRPPLWWHH�EHWZHHQ�WKH�YDULRXV�EDUJDLQLQJ�SDUWLHV��7KHUH�DUH�DOVR�ZRUNLQJ�SDUWLHV�PDGH�XS�RI�HPSOR\HU

DQG�HPSOR\HH�UHSUHVHQWDWLYHV�ZKLFK�GHDO�ZLWK�VSHFLILF�WRSLFV��7KRVH�ZKLFK�DUH�RI�LPSRUWDQFH�IRU�WKLV

FDVH�VWXG\�DUH�WKH�ZRUNLQJ�SDUWLHV�RQ�FKLOGFDUH�DQG�UHWXUQHUV��DQG�WKH�UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�

������������������������������ �����������������

��
�

6RXUFH��0U��-�$�0��7R[RSHXV�IURP�WKH�,QGXVWULH��HQ�9RHGLQJVERQG�
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�� 3URYLVLRQDO�UH�FRQVWUXFWLRQ��WKH�UHDOL]DWLRQ�RI�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV

7KH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�KDV�HYROYHG�VLJQLILFDQWO\�LQ�UHFHQW�\HDUV�VR�IDU�DV�SURYLVLRQV

LQ�UHVSHFW�RI�HTXDOLW\�RI�RSSRUWXQLW\�IRU�PHQ�DQG�ZRPHQ�DUH�FRQFHUQHG��7KH�SURYLVLRQV�UHJDUGLQJ

VH[XDO�KDUDVVPHQW��FKLOG�FDUH��SDUHQWDO�OHDYH�DQG�SRVLWLYH�DFWLRQ�KDYH�LQFUHDVHG�DQG�H[SDQGHG��:KDW

IROORZV�LV�D��SURYLVLRQDO��RYHUYLHZ�RI�WKH�HYHQWV�ZKLFK�OHG�WR�WKH�UHDOL]DWLRQ�RI�WKHVH�SURYLVLRQV������

KDV�EHHQ�FKRVHQ�DV�WKH�VWDUWLQJ�SRLQW�IRU�WKH�UH�FRQVWUXFWLRQ�VLQFH�WKLV�ZDV�WKH�\HDU�WKDW�WKH�ILUVW

FROOHFWLYH�DJUHHPHQW�IRU�WKH�FRQWUDFW�FDWHULQJ�VHFWRU�ZDV�FRQFOXGHG�

���� &KURQRORJLFDO�RYHUYLHZ

������ ����

3UHSDUDWRU\�WDONV�IRU�WKH�ILUVW�FROOHFWLYH�DJUHHPHQW�VROHO\�IRU�WKH�FRQWUDFW�FDWHULQJ�VHFWRU�WDNH�SODFH�LQ

ODWH������DQG�HDUO\�������7KH�EDUJDLQLQJ�SDUWLHV�DUH�9HQHFD��DQG�,QGXVWULH��HQ�9RHGLQJVERQG�&19�

9RHGLQJVERQG�)19�DQG�+RUHFDERQG�)19�IRU�WKH�HPSOR\HHV��7KHUH�DUH�QR�HTXDO�RSSRUWXQLWLHV�LWHPV�RQ

WKH�DJHQGD�DW�WKHVH�SUHSDUDWRU\�WDONV��'HILQLWLYH�EDUJDLQLQJ�RQ�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH

DJUHHPHQW�FRPPHQFHV�RQ����)HEUXDU\��$W�WKLV�SRLQW�9DQ�=XQGHUW��RQ�EHKDOI�RI�9HQHFD��WDEOHV

SURSRVDOV�IRU�D�SURYLVLRQ�RQ�DQWL�GLVFULPLQDWLRQ�DQG�SUHYHQWLRQ�RI�VH[XDO�KDUDVVPHQW��7KLV�SURYLVLRQ

ZRXOG�EDQ�GLVFULPLQDWLRQ�LQ�WKH�ZRUNSODFH�DQG�UHFRJQLVH�WKH�ULJKW�RI�HYHU\�HPSOR\HH�WR�UHVSHFW�IRU�WKHLU

SHUVRQDO�OLIHVW\OH�DQG�SK\VLFDO�LQYLRODELOLW\��7KH�SURSRVDOV�ODUJHO\�FRLQFLGH�ZLWK�WKH�SURYLVLRQV�RQ�WKLV

VXEMHFW�LQ�WKH�+RUHFD�FROOHFWLYH�DJUHHPHQW�EXW�DGG�WKDW�WKH�SDUWLHV�ZLVK�WR�SURPRWH�HTXDOLW\�RI

RSSRUWXQLW\�IRU�PHQ�DQG�ZRPHQ�LQ�WKH�ZRUN�SURFHVV��$QRWKHU�QHZ�DGGLWLRQ�LV�D�UHIHUHQFH�WR�VDQFWLRQV

IRU�SHUVRQV�JXLOW\�RI�VH[XDO�KDUDVVPHQW��$EUDDV�DQG�9DQ�6DQWH�UHVSRQG�RQ����0DUFK�RQ�EHKDOI�RI

+RUHFDERQG�)19�DQG�9RHGLQJVERQG�)19�ZLWK�WH[WXDO�SURSRVDOV�RQ�VH[XDO�KDUDVVPHQW��8QGHU�WKHVH

SURSRVDOV�HPSOR\HUV�ZRXOG�EH�REOLJHG�WR�RSHUDWH�D�SROLF\�RI�SUHYHQWLQJ�XQDFFHSWDEOH�IRUPV�RI

EHKDYLRXU��(PSOR\HHV�ZKR�DUH�VXEMHFWHG�WR�WKLV�NLQG�RI�EHKDYLRXU�FDQ�ILOH�D�FRPSODLQW�DERXW�LW��8QGHU�D

JULHYDQFH�SURFHGXUH�WKH�SDUWLHV�ZRXOG�VHW�XS�D�FHQWUDO�SRLQW�ZKHUH�FRPSODLQWV�FDQ�EH�UHSRUWHG��DQG

FRPSODLQDQWV�FDQ�EH�UHFHLYHG�DQG�JHW�VXSSRUW�DQG�PHGLDWLRQ��5HSUHVHQWDWLYHV�ZRXOG�EH�DSSRLQWHG�IRU

WKLV�SXUSRVH�DQG�WKH\�ZRXOG�JHW�WKH�VDPH�OHJDO�SURWHFWLRQ�DV�ZRUNV�FRXQFLO�PHPEHUV�

2Q����0DUFK�9DQ�=XQGHUW�SURGXFHV�D�UHSRUW�RQ�WKH�EDUJDLQLQJ�GLVFXVVLRQV��7KLV�VKRZV�WKDW�WKHUH�LV

DJUHHPHQW�RQ�LQFOXGLQJ�D�SURYLVLRQ�RQ�VH[XDO�KDUDVVPHQW�EXW�WKDW�WKH�DGGLWLRQDO�WH[WXDO�SURSRVDOV�IURP

WKH�)19�XQLRQV�DUH�VWLOO�EHLQJ�GLVFXVVHG��7KH�GHILQLWLYH�WH[W�RI�WKH�FROOHFWLYH�DJUHHPHQW�RI����$SULO

FRQWDLQV�WKH�DUWLFOH�RQ�DQWL�GLVFULPLQDWLRQ�DQG�SUHYHQWLRQ�RI�XQDFFHSWDEOH�IRUPV�RI�EHKDYLRXU�SURSRVHG
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E\�WKH�HPSOR\HUV��SOXV�D�SURYLVLRQ�RQ�D�JULHYDQFH�SURFHGXUH��7KLV�VWDWHV�WKDW�WKH�HPSOR\HU�VKDOO�DSSRLQW

D�UHSUHVHQWDWLYH�RQ�VH[XDO�KDUDVVPHQW��ZLWK�WKH�DSSURYDO�RI�WKH�ZRUNV�FRXQFLO��ZKRVH�WDVN�LW�LV�WR�QRWH�

DVVLVW�DQG�PHGLDWH�ZKHQ�WKHUH�DUH�FRPSODLQWV�IURP�HPSOR\HHV�RI�XQDFFHSWDEOH�IRUPV�RI�EHKDYLRXU�

,I�WKLV�PHGLDWLRQ�GRHV�QRW�KDYH�WKH�GHVLUHG�UHVXOW�WKH�HPSOR\HH�FRQFHUQHG�FDQ�ILOH�D�ZULWWHQ�FRPSODLQW

ZLWK�WKH�SDUWLHV�WR�WKH�FROOHFWLYH�DJUHHPHQW��7KH�)19�XQLRQ�SURSRVDOV�UHJDUGLQJ�WKH�RSHUDWLRQ�RI�D

SROLF\�DQG�WKH�OHJDO�SURWHFWLRQ�RI�WKH�UHSUHVHQWDWLYH�GR�QRW�UHDSSHDU�RQ�WKH�DJHQGD�

,Q�2FWREHU�+RUHFDERQG�)19�SXEOLVKHV�D���\HDU�ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQW��7KLV�VWDWHPHQW

IRUPV�WKH�IUDPHZRUN�IRU�ZRUNLQJ�FRQGLWLRQV�SROLF\�IRU�WKH�QH[W�ILYH�\HDUV��ZLWK�SRVLWLYH�DFWLRQ

FRQVWLWXWLQJ�RQH�RI�WKH�FKLHI�SODQNV�RI�LWV�IXWXUH�SROLF\��7KH�PHDVXUHV�SURSRVHG�DUH�D�SRVLWLYH

GLVFULPLQDWLRQ�SROLF\�IRU�ZRPHQ��WKH�FUHDWLRQ�RI�FKLOG�FDUH�IDFLOLWLHV��H[WHQVLRQ�RU�JUHDWHU�IOH[LELOLW\�IRU

PDWHUQLW\��L�H��SUHJQDQF\�DQG�FRQILQHPHQW��OHDYH��SDUW�WLPH�OHDYH�IRU�WKH�FDUH�RI�FKLOGUHQ�DQG�DQ

HPSOR\PHQW�JXDUDQWHH�IRU�ZRPHQ�RQ�UH�RUJDQLVDWLRQ��'XULQJ�WKH�VDPH�SHULRG�,QGXVWULH��HQ

9RHGLQJVERQG�&19�DOVR�SXEOLVKHV�D�GLVFXVVLRQ�GRFXPHQW�RQ�D�ZRUNLQJ�FRQGLWLRQV�SROLF\�IRU�������,Q

WKLV�LW�VWDWHV�LW�ZLOO�DLP�IRU�XQGHUWDNLQJV�LQ�FROOHFWLYH�DJUHHPHQWV�ZKLFK�SURPRWH�WKH�SDUWLFLSDWLRQ�RI

ZRPHQ�LQ�WKH�ZRUN�SURFHVV�VXFK�DV��H[SDQVLRQ�RI��PDWHUQLW\�OHDYH��GXULQJ�SUHJQDQF\�DQG�FRQILQHPHQW��

SDUHQWDO�OHDYH�DQG�WUDLQLQJ�IDFLOLWLHV�IRU�UHWXUQHUV�

������ ����

,Q�WKLV�\HDU�WKH�+RUHFDERQG�)19�HPEDUNV�RQ�D�³SRVLWLYH�DFWLRQ´�SURMHFW�DQG����$SULO�WKHQ�VHHV�WKH

SXEOLFDWLRQ�RI�³8QLRQ�:RUN�LV�:RPHQ¶V�:RUN´��³9DNERQGVZHUN�LV�9URXZHQZHUN´����7KLV�FRQWDLQV�D

SODQ�RI�ZRUN�IRU�D�QDWLRQDO�ZRPHQ¶V�FRPPLWWHH��/9&���ODQGHOLMNH�YURXZHQFRPPLVVLH��ZKLFK�LV�WR�EH

VHW�XS��7KH�/9&¶V�ZRUN�ZLOO�LQFOXGH�WU\LQJ�WR�VHFXUH�FKLOG�FDUH��SDUHQWDO�OHDYH�DQG�VSHFLDO�OHDYH�LQ�WKH

HYHQW�RI�WKH�LOOQHVV�RI�D�FKLOG�RU�IDPLO\�PHPEHU�IRU�PHQ�DV�ZHOO�DV�ZRPHQ�HPSOR\HHV��7KH�/9&�ZLOO

DOVR�DUJXH�WKH�FDVH�IRU�KDYLQJ�D�UHSUHVHQWDWLYH�RQ�VH[XDO�KDUDVVPHQW�DQG�D�JULHYDQFH�SURFHGXUH��$�WKLUG

SULRULW\�ZLOO�EH�D�SROLF\�RI�SRVLWLYH�GLVFULPLQDWLRQ�IRU�ZRPHQ�LQ�UHFUXLWPHQW��SURPRWLRQ�DQG�WUDLQLQJ�

+ROYDVW��RQ�EHKDOI�RI�+RUHFDERQG�)19��VXEPLWV�D�JUDQW�DSSOLFDWLRQ�IRU���6HSWHPEHU�WR�WKH�0LQLVWU\�RI

6RFLDO�$IIDLUV�DQG�(PSOR\PHQW��6=:���6RFLDOH�=DNHQ�HQ�:HUNJHOHJHQKHLG��IRU�D�ZRPDQ�HTXDOLW\

RIILFHU�XQGHU�WKH�QDWLRQDO�³3RVLWLYH�$FWLRQ�,QFHQWLYH�6FKHPH´��+DOI�KHU�VDODU\�LV�WR�EH�SDLG�E\

+RUHFDERQG�)19�DQG�WKH�RWKHU�KDOI�ZLOO�FRPH�IURP�WKH�JUDQW�

2Q����6HSWHPEHU�WKH�FRQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH�DSSRLQWV�0UV��3DVVFKLHU�IURP�WKH�)19

VHFUHWDULDW�WR�EH�WKH�FHQWUDO�UHSUHVHQWDWLYH�RQ�VH[XDO�KDUDVVPHQW��6KH�ZLOO�VXSSRUW�WKH�UHSUHVHQWDWLYHV�LQ

WKH�9HQHFD�FRPSDQLHV�ZKR�KDYH�EHHQ�DSSRLQWHG�LQ�WKH�LQWHULP��0UV��3DVVFKLHU�QRWHV�WKDW�WKH�WDVNV�DQG



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

�

SRZHUV�RI�WKH�FHQWUDO�UHSUHVHQWDWLYH�DQG�WKH�FRPSDQ\�UHSUHVHQWDWLYHV�DUH�QRW�GHILQHG�LQ�WKH�FROOHFWLYH

DJUHHPHQW��6KH�ZLOO�DJHQGD�WKLV�LWHP�LQ�WKH�GUDIW�IRU�D�JULHYDQFH�SURFHGXUH�ZKLFK�VKH�ZLOO�GHYHORS�LQ

FRQVXOWDWLRQ�ZLWK�WKH�UHSUHVHQWDWLYHV�LQ�WKH�YDULRXV�9HQHFD�FRPSDQLHV�

,Q�2FWREHU�,QGXVWULH��HQ�9RHGLQJVERQG�&19�SXEOLVKHV�D�ZRUNLQJ�FRQGLWLRQV�SROLF\�GLVFXVVLRQ

GRFXPHQW�IRU�������7KH�XQLRQ�LV�DLPLQJ�IRU�FROOHFWLYH�DJUHHPHQW�XQGHUWDNLQJV�ZKLFK�SURPRWH�WKH

SDUWLFLSDWLRQ�RI�ZRPHQ�LQ�WKH�ZRUN�SURFHVV��7KH�XQLRQ�FRQVLGHUV�XQGHUWDNLQJV�VKRXOG�EH�PDGH�WR

H[WHQG�PDWHUQLW\�OHDYH�DQG�WR�DOORZ�SDUHQWDO�OHDYH�GXULQJ�WKH�ILUVW�WZR�\HDUV�RI�D�FKLOG¶V�OLIH��2WKHU

SROLF\�LVVXHV�LQFOXGH�����SD\PHQW�GXULQJ�WKH�VWDWXWRU\�SDUHQWDO�OHDYH��FKLOG�FDUH�IRU�FKLOGUHQ�DJHG

IURP�WZR�WR�IRXU��DQG�VSHFLDO�WUDLQLQJ�SURJUDPPHV�IRU�UHWXUQHUV�

����� ����

2Q����-DQXDU\�+RUHFDERQG�)19���LQ�WKLV�LQVWDQFH�DOVR�DFWLQJ�RQ�EHKDOI�RI�,QGXVWULH��HQ�9RHGLQJVERQG

&19���ZULWHV�WR�9HQHFD�ZLWK�LWV�SURSRVDOV�IRU�DPHQGLQJ�WKH�IRUWKFRPLQJ�FRQWUDFW�FDWHULQJ�FROOHFWLYH

DJUHHPHQW��7KH�XQLRQV�ZDQW�WR�H[WHQG�WKH�WRWDO�OHQJWK�RI�PDWHUQLW\�OHDYH�WR����ZHHNV�DQG�WR�HQDEOH

ZRPHQ�HPSOR\HHV�WR�WDNH�WKH�OHDYH�RQ�D�IOH[LEOH�EDVLV��VWDUWLQJ�QR�PRUH�WKDQ�WZR�ZHHNV�EHIRUH�WKH

HVWLPDWHG�ELUWKGDWH��$�PDOH�HPSOR\HH�PXVW�EH�DEOH�WR�WDNH�ILYH�GD\V�OHDYH�ZKHQ�KLV�SDUWQHU�JLYHV�ELUWK�

7KH\�SURSRVH�WKDW�WKH�HPSOR\HU�VKRXOG�RIIHU�FKLOG�FDUH�GXULQJ�ZRUNLQJ�KRXUV�IRU�FKLOGUHQ�EHWZHHQ�WKH

DJHV�RI�VL[�ZHHNV�DQG�����DQG�WKDW��IRU�WKLV�SXUSRVH��WKH�HPSOR\HU�VKRXOG�VHW�XS�LWV�RZQ�FKLOG�FDUH

IDFLOLW\�RU�MRLQ�LQ�ZLWK�D�FRPELQHG�GD\�QXUVHU\��7KH�HPSOR\HU�ZRXOG�SD\�WKH�FRVWV�IURP�D�FKLOG�FDUH

IXQG�ZKLFK�ZRXOG�EH�VHW�XS�DQG�DVN�WKH�SDUHQWV�IRU�D�FRQWULEXWLRQ�WKDW�VKRXOG�QRW�H[FHHG�WKH�UDWHV�VHW

GRZQ�E\�WKH�0LQLVWU\�

%RWK�XQLRQV�DOVR�FDOO�IRU�D�SRVLWLYH�DFWLRQ�SROLF\�H[WHQGLQJ�RYHU�D�QXPEHU�RI�\HDUV��7KLV�ZRXOG�HQWDLO

SRVLWLYH�GLVFULPLQDWLRQ�IRU�ZRPHQ�FDQGLGDWHV�LQ�WKH�HYHQW�RI�SURYHQ�VXLWDELOLW\�RU�WKH�HTXLYDOHQFH�RI

FDQGLGDWHV��QR�ZRUVHQLQJ�RI�ZRPHQ¶V�SRVLWLRQV�LQ�WKH�ODERXU�PDUNHW�IROORZLQJ�UH�RUJDQLVDWLRQ��DQG

EHLQJ�DOORZHG�WR�WDNH�D�PD[LPXP�RI�RQH�PRQWK¶V�XQSDLG�OHDYH�D�\HDU�WR�ORRN�DIWHU�D�VLFN�FKLOG��-DQXDU\

DOVR�VHHV�WKH�0LQLVWU\�RI�6RFLDO�$IIDLUV�DQG�(PSOR\PHQW�DXWKRULVH�WKH�JUDQW�WR�+RUHFDERQG�)19�XQGHU

WKH�SRVLWLYH�DFWLRQ�LQFHQWLYH�VFKHPH�VR�WKDW�DQ�HTXDOLW\�SROLF\�ZRPDQ�RIILFHU�FDQ�EH�UHFUXLWHG�

7KH�ILUVW�PHHWLQJ�RI�WKH�UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�WDNHV�SODFH�RQ���)HEUXDU\��,W�LV�DWWHQGHG�E\

WKH�FHQWUDO�UHSUHVHQWDWLYH��0UV��3DVVFKLHU��DQG�WKH�UHSUHVHQWDWLYHV�IURP�WKH�YDULRXV�9HQHFD�FRPSDQLHV�

7KH\�GLVFXVV�WKH�FXUUHQW�FROOHFWLYH�DJUHHPHQW�SURYLVLRQ�RQ�VH[XDO�KDUDVVPHQW�DQG�SXW�WKH�FDVH�WKDW�WKH

PHGLDWLRQ�RI�FRPSODLQWV�RXJKW�QRW�WR�EH�RQH�RI�WKH�UHSUHVHQWDWLYH¶V�WDVNV�
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7KH�FROOHFWLYH�EDUJDLQLQJ�FRPPHQFHV�RQ���)HEUXDU\�������7KH�VXEMHFW�RI�SRVLWLYH�DFWLRQ�DOUHDG\

IHDWXUHV�LQ�WKH�ILUVW�GD\¶V�GLVFXVVLRQV��(PSOR\HUV�DUH�FRQVLGHULQJ�VHWWLQJ�XS�D�IXQG�WR�HQFRXUDJH�ZRPHQ

WR�UHWXUQ�WR�ZRUN�LQ�WKH�FRQWUDFW�FDWHULQJ�VHFWRU��6R�IDU�DV�PDWHUQLW\�OHDYH�LV�FRQFHUQHG�WKH\�ZDQW�WR

IROORZ�WKH�VWDWXWRU\�SURYLVLRQV��7KH\�DOVR�ZDQW�WR�RIIHU�HPSOR\HHV�WKH�RSWLRQ�RI�WDNLQJ�VL[�PRQWKV

XQSDLG�OHDYH��DQG�JR�RQ�WR�SURSRVH�PDNLQJ����WR�����FKLOGUHQ¶V�SODFHV�DYDLODEOH�FHQWUDOO\��7KH

HPSOR\HHV�UHVSRQG�GXULQJ�WKH�VHFRQG�VHVVLRQ�RQ����)HEUXDU\��7KH\�VWLFN�WR�WKHLU�SURSRVDO�WR�H[WHQG

PDWHUQLW\�OHDYH�WR�VL[WHHQ�ZHHNV��WKDW�LW�EH�WDNHQ�RQ�D�IOH[LEOH�EDVLV�DQG�WKDW�OHDYH�DW�ELUWK�IRU�WKH

SDUWQHU�VKRXOG�EH�H[WHQGHG�WR�ILYH�GD\V��7KH\�OLNH�WKH�HPSOR\HUV¶�SURSRVDO�IRU�VL[�PRQWKV�XQSDLG�OHDYH

EXW�IRUHVHH�SUREOHPV�LQ�UHODWLRQ�WR��RFFXSDWLRQDO��VRFLDO�VHFXULW\�DQG�SHQVLRQ�VFKHPHV��7KH\�VXJJHVW

WKDW������RI�WKH�ZDJHELOO�EH�UHVHUYHG�IRU�FKLOGFDUH��,Q�WKHLU�YLHZ�D�ORQJ�WHUP�SRVLWLYH�DFWLRQ�SROLF\

ZRXOG�KHOS�WR�LPSURYH�WKH�VHFWRU¶V�LPDJH��'XULQJ�WKH�WKLUG�VHVVLRQ�RQ����)HEUXDU\�WKH�HPSOR\HUV

SURSRVH�NHHSLQJ�WR�WKH�VWDWXWRU\�SURYLVLRQV�RQ�PDWHUQLW\�OHDYH��7KH\�ZDQW�WR�H[WHQG�SDWHUQLW\�OHDYH�IRU

WKH�SDUWQHU�IURP�RQH�WR�WZR�GD\V��DQG�DUH�DOVR�SUHSDUHG�WR�EHDU�WKH�FRVW�RI�WKH�SHQVLRQ�EUHDN�GXULQJ�VL[

PRQWKV�XQSDLG�OHDYH�SURYLGHG�WKHUH�LV�VXEVWDQWLDO�WHQXUH�DIWHU�WKH�HPSOR\HH¶V�UHWXUQ��(PSOR\HHV�DJUHH

WR�NHHSLQJ�WR�WKH�VWDWXWRU\�SURYLVLRQV�IRU�PDWHUQLW\�OHDYH�EXW�VWLOO�ZDQW�LW�WR�EH�SRVVLEOH�IRU�WKLV�WR�EH

WDNHQ�RQ�D�IOH[LEOH�EDVLV��WZR�ZHHNV�DW�WKH�PRVW�EHIRUH�WKH�ELUWK���7KH\�VFDOH�GRZQ�WKH�SURSRVDO�IRU

SDWHUQLW\�OHDYH�IURP�ILYH�GD\V�WR�WKUHH�GD\V��6R�IDU�DV�WKH�RSWLRQ�RI�VL[�PRQWKV�XQSDLG�OHDYH�LV

FRQFHUQHG�WKH\�VWLOO�VHH�WRR�PDQ\�GRXEWV�DERXW�VRFLDO�VHFXULW\��7KH\�SURSRVH�LQFOXGLQJ�D�SURWRFRO

SURYLVLRQ�RQ�SRVLWLYH�DFWLRQ�LQ�WKH�FROOHFWLYH�DJUHHPHQW�DQG�VXJJHVW�WKDW�WKLV�LV�PRGHOOHG�RQ�WKHLU�WH[WXDO

SURSRVDOV��7KH�HPSOR\HUV�WKHQ�UHVSRQG�ZLWK�D�ZULWWHQ�SURSRVDO�FRQWDLQLQJ�WH[WV�RQ�FKLOG�FDUH��XQSDLG

OHDYH��UHWXUQHUV�DQG�SRVLWLYH�DFWLRQ��6R�IDU�DV�FKLOG�FDUH�LV�FRQFHUQHG��D�VWXG\�VKRXOG�EH�VHW�XS�DQG�WKH

VHFWRU�ZRXOG�PDNH����SODFHV�DYDLODEOH�LQ�WKH�VKRUW�WHUP��(PSOR\HHV�ZRXOG�EH�JLYHQ�WKH�RSWLRQ�RI�WDNLQJ

XQSDLG�OHDYH�IRU�QR�OHVV�WKDQ�RQH�PRQWK�DQG�QR�PRUH�WKDQ�VL[�PRQWKV�IROORZLQJ�PDWHUQLW\�OHDYH�DQG�DQ

RSWLRQ�RI�RQH�PRQWK¶V�XQSDLG�OHDYH�IRU�D�FKLOG¶V�LOOQHVV��,Q�WKH�ODWWHU�FDVH�DOO�ULJKWV�DQG�REOLJDWLRQV�RI

WHQXUH�ZLOO�FRQWLQXH��,Q�ERWK�FDVHV�WKH�HPSOR\HU�ZRXOG�EHDU�WKH�FRVW�RI�WKH�SHQVLRQ�EUHDN��5HWXUQHUV

ZRXOG�EH�JLYHQ�SULRULW\�LQ�QHZ�MRE�DSSOLFDWLRQV�XS�XQWLO�WZR�\HDUV�DIWHU�OHDYLQJ�WKH�FRPSDQ\��,QFUHDVHG

DWWHQWLRQ�ZRXOG�EH�SDLG�³WR�WKH�FDWHUJRU\�ZRPHQ´�LQ�UHFUXLWPHQW�DQG�VHOHFWLRQ�

2Q���0DUFK�0UV��3DVVFKLHU��WKH�FHQWUDO�UHSUHVHQWDWLYH�RQ�VH[XDO�KDUDVVPHQW��ZULWHV�WR�WKH�FRQWUDFW

FDWHULQJ�-RLQW�&RPPLWWHH�ZLWK�WH[WXDO�SURSRVDOV�WKDW�DPRXQW�WR�D�PRUH�SUHFLVH�IRUPXODWLRQ�RI�WKH

FXUUHQW�FROOHFWLYH�DJUHHPHQW�SURYLVLRQV�RQ�VH[XDO�KDUDVVPHQW��7KHVH�UHIHU�WR�D�JULHYDQFH�SURFHGXUH

ZKLFK�LV�\HW�WR�EH�GHYHORSHG��DQG�IXUWKHU�GHWDLOLQJ�RI�WKH�WDVNV�DQG�SRZHUV�RI�WKH�FHQWUDO�UHSUHVHQWDWLYH�

7KH�HPSOR\HU�FDQ�VHW�XS�D�JULHYDQFH�FRPPLWWHH�WR�GHDO�ZLWK�FRPSODLQWV�LQ�WKH�PHDQZKLOH��7KH�OHJDO

SURWHFWLRQ�RI�WKH�UHSUHVHQWDWLYHV�LV�D�PDWWHU�WKDW�QHHGV�DOUHDG\�WR�KDYH�EHHQ�VHWWOHG�
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7KH�XQLRQV�UHVSRQG�RQ���0DUFK�LQ�WKH�IRXUWK�VHVVLRQ��7KH\�ZDQW�WR�JR�DORQJ�ZLWK�0UV��3DVVFKLHU¶V

WH[WXDO�SURSRVDO��7KH\�DUH�VWLFNLQJ�ZLWK�D�IOH[LEOH�PDWHUQLW\�OHDYH�RI�VL[WHHQ�ZHHNV�DQG�ZDQW�SDWHUQLW\

OHDYH�IRU�WKH�SDUWQHU�RI�WKUHH�GD\V��7KH\�ZDQW�WR�UHGXFH�WKH�SHULRG�RI�XQSDLG�OHDYH�WR�D�PRQWK�VLQFH

WKH\�FRQVLGHU�WKH�ULVNV�RI�VL[�PRQWKV�XQSDLG�OHDYH�ZLWKRXW�VRFLDO�VHFXULW\�WR�EH�WRR�JUHDW��7KH\�UHLWHUDWH

WKHLU�RZQ�SURSRVDOV�IRU�D�ORQJ�WHUP�SRVLWLYH�DFWLRQ�SROLF\��7KH�ILIWK�VHVVLRQ�WDNHV�SODFH�RQ���0DUFK��6R

IDU�DV�XQSDLG�OHDYH�LV�FRQFHUQHG��WKH�HPSOR\HUV�SURSRVH�WKDW�WKH�HIIHFWV�WKDW�WKLV�FDQ�KDYH�RQ�VRFLDO

VHFXULW\�VKRXOG�EH�VSHOW�RXW�WR�WKH�HPSOR\HHV�LQ�WKH�PRVW�H[SOLFLW�WHUPV��7KH\�DUH�DJUHHDEOH�WR�IOH[LEOH

PDWHUQLW\�OHDYH�EXW�LQVLVW�RQ�SDLG�SDWHUQLW\�OHDYH�EHLQJ�IRU�RQO\�WZR�GD\V��,Q�UHVSHFW�RI�FKLOG�FDUH�ERWK

SDUWLHV�DJUHH�ZLWK�WKH�IRUPXOD�RI�HPSOR\HUV�PDNLQJ����SODFHV�DYDLODEOH�RQ�WKH�EDVLV�RI������RI�WKH

ZDJHELOO��:KDW�IRUP�WKH�FKLOG�FDUH�VKRXOG�WDNH�ZLOO�EH�IXUWKHU�LQYHVWLJDWHG��7KH�PRVW�SDUHQWV�ZLOO�SD\�D

FRQWULEXWLRQ�LQ�DFFRUGDQFH�ZLWK�WKH�0LQLVWU\¶V�WDEOH��(PSOR\HHV�SURSRVH�WKDW�XQSDLG�OHDYH�VKRXOG�ODVW

IRU�D�PLQLPXP�RI�RQH�PRQWK�DQG�D�PD[LPXP�RI�VL[�PRQWKV�DIWHU�WKH�HQG�RI�WKH�SUHJQDQF\�SHULRG�DQG

WKDW�HPSOR\HUV�VKRXOG�EH�UHVSRQVLEOH�IRU�WKH�SHQVLRQ�EUHDN��7KH\�JR�DORQJ�ZLWK�0UV��3DVVFKLHU¶V

WH[WXDO�SURSRVDO�RQ�VH[XDO�KDUDVVPHQW��7KH�SDUWLHV�HYHQWXDOO\�DJUHH�RQ�WKH�SRVLWLYH�DFWLRQ�WH[W

SURSRVDO��(PSOR\HUV�DVVHQW�WR�D�SDWHUQLW\��ELUWK��OHDYH�RI�WKUHH�GD\V��,Q�WKH�VL[WK�VHVVLRQ�RQ����0DUFK

WKH�SDUWLHV�DOVR�DJUHH�ZLWK�WKH�XQGHUWDNLQJ�WKDW�0UV��3DVVFKLHU�ZLOO�IXUWKHU�HODERUDWH�WKH�VH[XDO

KDUDVVPHQW�WH[W�DQG�VXEPLW�LW�IRU�DSSURYDO�WR�WKH�-RLQW�&RPPLWWHH��7KH�FXUUHQW�FROOHFWLYH�DJUHHPHQW

WH[W�ZLOO�VWD\�LQ�SODFH�IRU�WKH�WLPH�EHLQJ��7KLV�PHDQV�WKDW�QRWKLQJ�KDV�\HW�EHHQ�DJUHHG�RQ�WKH�OHJDO

SURWHFWLRQ�RI�WKH�FRPSDQ\�UHSUHVHQWDWLYHV��7KH�XQLRQV�SURSRVH�WKDW�WKH�-RLQW�&RPPLWWHH�VKRXOG�SURYLGH

DGYLFH�RQ�WKH�VRFLDO�VHFXULW\�ULVNV�LI�ZRPHQ�HPSOR\HHV�WDNH�PRUH�WKDQ�D�PRQWK¶V�XQSDLG�OHDYH��$IWHU

WKLV�DJUHHPHQW�LV�UHDFKHG�RQ�WKH�VXEMHFW�RI�SRVLWLYH�DFWLRQ�

0UV��%URXZHU�MRLQV�+RUHFDERQG�)19�RQ�$SULO���DV�WKH�HTXDOLW\�SROLF\�RIILFHU��$W�WKH�-RLQW�&RPPLWWHH

PHHWLQJ�RQ����-XQH�9HQHFD�SXWV�IRUZDUG�SURSRVDOV�IRU�D�JULHYDQFH�SURFHGXUH�IRU�VH[XDO�KDUDVVPHQW�

8QGHU�WKHVH�SURSRVDOV�WKH�FRPSDQ\�UHSUHVHQWDWLYH�ZLOO�KDYH�WR�ERWK�KDQGOH�DQG�UHVROYH�FRPSODLQWV��7KH

UHSUHVHQWDWLYH�ZLOO�QRW�UHFHLYH�DQ\�OHJDO�SURWHFWLRQ�DJDLQVW�GLVPLVVDO�EXW�PD\�RQO\�EH�GLVPLVVHG�DIWHU

WKH�HPSOR\HU�KDV�VRXJKW�DGYLFH�IURP�WKH�FHQWUDO�UHSUHVHQWDWLYH��2Q����-XQH�WKH�UHSUHVHQWDWLYHV�DUH

FRQVXOWHG�DQG�H[SUHVV�WKHLU�RSLQLRQ�RI�WKH�HPSOR\HUV¶�VH[XDO�KDUDVVPHQW�SURSRVDOV��7KH\�ZDQW�WKH

UHSUHVHQWDWLYH�WR�EH�RIIHUHG�WKH�VDPH�SURWHFWLRQ�DJDLQVW�GLVPLVVDO�DV�D�ZRUNV�FRXQFLO�PHPEHU��7KH

UHSUHVHQWDWLYH�VKRXOG�RQO\�KDQGOH�FRPSODLQWV�DQG�QRW�EH�FRQFHUQHG�ZLWK�UHVROYLQJ�WKHP�

,Q�WKH�DXWXPQ�+RUHFDERQG�)19�SXEOLVKHV�D�GLVFXVVLRQ�GRFXPHQW�RQ�ZRUNLQJ�FRQGLWLRQV�SROLF\�IRU

������,W�PDNHV�WKH�FDVH�WKDW�D�QXPEHU�RI�LPSURYHPHQWV�LQ�WHUPV�RI�SRVLWLYH�DFWLRQ�KDYH�DOUHDG\�EHHQ

LQFRUSRUDWHG�LQWR�WKH�UHFHQW�FROOHFWLYH�DJUHHPHQWV��,Q������LW�ZDQWV�WR�VKDUSHQ�XS�DQG�H[SDQG�WKH

H[LVWLQJ�SRVLWLYH�DFWLRQ�FODXVHV��:KHQ�ZRPHQ�DUH�XQGHU�UHSUHVHQWHG�LQ�FHUWDLQ�NLQGV�RI�MREV�D
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SUHIHUHQFH�PXVW�EH�JLYHQ�WR�ZRPHQ�LI�WKH\�DUH�RI�VXIILFLHQW�DELOLW\��:RPHQ¶V�DFFHVV�WR�WUDLQLQJ�VKRXOG

EH�SURPRWHG��7KH�GLVFXVVLRQ�GRFXPHQW�DOVR�DUJXHV�IRU�OHDYH�RSWLRQV�ZKHUHE\�SDLG�DQG�XQSDLG�ZRUN�FDQ

EH�FRPELQHG��VXFK�DV�VL[�PRQWKV�SDUHQWDO�OHDYH�RQ�D�KDOI�WLPH�EDVLV�LQ�WKH�SHULRG�EHIRUH�D�FKLOG�UHDFKHV

IRXU�\HDUV�RI�DJH��ZLWK�RQJRLQJ�SD\PHQW�RI�����RI�VDODU\�IRU�WKH�KRXUV�WDNHQ�DV�OHDYH�

7KH�ILUVW�PHHWLQJ�RI�WKH�-RLQW�&RPPLWWHH¶V�FKLOG�FDUH�ZRUNLQJ�SDUW\�WDNHV�SODFH�RQ����'HFHPEHU�

+ROYDVW�UHSRUWV�WKDW�JRYHUQPHQW�VXEVLG\�LV�DYDLODEOH�IRU�FKLOG�FDUH�XQGHU�WKH�&KLOG�&DUH�,QFHQWLYH

6FKHPH��,Q�+ROYDVW¶V�RSLQLRQ�FRPSOHWHO\�FRYHULQJ�WKH�FRVW�RI�FKLOG�FDUH�IRU�FKLOGUHQ�IURP���WR����LV�WRR

H[SHQVLYH��VR�WKH�ZRUNLQJ�SDUW\¶V�HPSKDVLV�ZLOO�EH�RQ�IXQGLQJ�WKH�FDUH�RI�FKLOGUHQ�IURP���WR���\HDUV�RI

DJH�

����� ����

2Q����-DQXDU\�0UV��3DVVFKLHU�IURP�WKH�ZRPHQ¶V�VHFUHWDULDW�VHQGV�WKH�&RXQFLO�D�GUDIW�VH[XDO

KDUDVVPHQW�JULHYDQFH�SURFHGXUH�ZKLFK�VKH�KDV�SURGXFHG�LQ�FRQVXOWDWLRQ�ZLWK�WKH�UHSUHVHQWDWLYHV�IURP

WKH�YDULRXV�9HQHFD�FRPSDQLHV�

2Q����-DQXDU\�0UV��9DQ�*LOV�IURP�WKH�-RLQW�&RPPLWWHH�VHFUHWDULDW�LQIRUPV�WKH�FKLOG�FDUH�ZRUNLQJ

SDUW\�RI�D�WHOHSKRQH�FRQYHUVDWLRQ�ZLWK�WKH�0LQLVWU\�RI�:9&��7KH\�DUH�GUDZLQJ�XS�WKH��VHFRQG��&KLOG

&DUH�,QFHQWLYH�6FKHPH��DQG�WKH�H[SHFWDWLRQ�LV�WKDW�WKHUH�ZLOO�EH�IXQGLQJ�IRU�HPSOR\HUV�ZKR�PDNH�FKLOG

FDUH�DUUDQJHPHQWV�IRU�WKHLU�HPSOR\HHV��2Q����-DQXDU\�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\�LVVXHV�D�QRWH�RQ

FKLOG�FDUH��7KH\�DVN�WKH�-RLQW�&RPPLWWHH�WR�DJUHH�WR�D�VXUYH\�RI�WKH�HPSOR\HUV�WR�DVFHUWDLQ�KRZ�PXFK

WKH\�DUH�SUHSDUHG�WR�VSHQG�DQQXDOO\�RQ�D�FKLOG�FDUH�SODFH��7KH�-RLQW�&RPPLWWHH�GRHV�LQ�IDFW�FDUU\�WKLV

RXW�

7KH�GUDIW�JULHYDQFH�SURFHGXUH�LV�GLVFXVVHG�LQ�PHHWLQJV�DW�WKH�-RLQW�&RPPLWWHH�RQ����-DQXDU\�DQG���

0DUFK��0UV��3DVVFKLHU��RQ�EHKDOI�RI�WKH�HPSOR\HHV��SURSRVHV�WKDW�H[�HPSOR\HHV�VKRXOG�DOVR�EH�DEOH�WR

ILOH�D�FRPSODLQW�XS�WR�WZR�\HDUV�DIWHU�WKH\�KDYH�OHIW��5HSUHVHQWDWLYHV�VKRXOG�JHW�WKH�VDPH�OHJDO

SURWHFWLRQ�DV�PHPEHUV�RI�WKH�ZRUNV�FRXQFLO��(PSOR\HUV�UHVSRQG�WR�WKHVH�SRLQWV�LQ�ZULWLQJ��,Q�D�OHWWHU�RI

���0DUFK�9DQ�=XQGHUW�SURSRVHV��RQ�EHKDOI�RI�9HQHFD��WKDW�UHSUHVHQWDWLYHV�VKRXOG�JHW�WKH�VDPH

SURWHFWLRQ�DV�XQLRQ�EUDQFK�RIILFLDOV��7KHUH�LV�DOVR�UHVLVWDQFH�WR�WKH�SRVVLELOLW\�RI�H[�HPSOR\HHV�EHLQJ

DEOH�WR�ILOH�D�FRPSODLQW�XS�WR�WZR�\HDUV�DIWHU�WKH\�KDYH�OHIW��7KH�HPSOR\HUV�SRLQW�RXW�WKH�SRVVLELOLW\�WKDW

IRUPHU�HPSOR\HHV�FRXOG�KDYH�GXELRXV�PRWLYHV�IRU�ILOLQJ�D�FRPSODLQW�DQG�WKHUHE\�GR�FRQVLGHUDEOH�KDUP

WR�WKH�³DFFXVHG´��7KH�ILQDO�GLVFXVVLRQ�RI�WKH�JULHYDQFH�SURFHGXUH�LQ�WKH�-RLQW�&RPPLWWHH�FRQWH[W�WDNHV

SODFH�RQ����-XQH��7KHUH�LV�D�GLIIHUHQFH�RI�RSLQLRQ�EHWZHHQ�WKH�SDUWLHV�WR�WKH�DJUHHPHQW�RQ�WKH�OHJDO

SURWHFWLRQ�WKDW�LV�QHFHVVDU\�IRU�WKH�UHSUHVHQWDWLYHV��0UV��3DVVFKLHU�WKLQNV�WKDW�RIIHULQJ�D�UHSUHVHQWDWLYH
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WKH�VDPH�SURWHFWLRQ�DV�D�XQLRQ�EUDQFK�RIILFLDO��DV�9DQ�=XQGHUW�KDV�SURSRVHG��LV�QRW�HQRXJK��6KH�ZDQWV

UHSUHVHQWDWLYHV�WR�EH�JLYHQ�WKH�VDPH�SURWHFWLRQ�DV�ZRUNV�FRXQFLO�PHPEHUV��%HFDXVH�WKH�SDUWLHV�FDQQRW

DJUHH�.RRLMPDQ�VXJJHVWV�VHWWLQJ�XS�D�VSHFLDO�FRPPLWWHH�LQ�WKH�-RLQW�&RPPLWWHH��5HSUHVHQWDWLYHV�ZKR

ILQG�WKDW�WKHLU�ZRUN�LV�VXIIHULQJ�EHFDXVH�WKH\�DUH�DFWLQJ�DV�UHSUHVHQWDWLYHV�FDQ�FRPSODLQ�WR�WKLV�VSHFLDO

FRPPLWWHH��7KH�FRPPLWWHH�ZLOO�EH�DEOH�WR�PDNH�ELQGLQJ�SURQRXQFHPHQWV��7KRVH�SUHVHQW�DJUHH�DQG�0UV�

3DVVFKLHU�ZLOO�GUDZ�XS�D�WH[WXDO�SURSRVDO�WR�WKLV�HIIHFW��7KH�VHFRQG�SRLQW�LV�WKH�WLPH�OLPLW�IRU�ILOLQJ

FRPSODLQWV��0UV��3DVVFKLHU�SRLQWV�RXW�WKH�LPSRUWDQFH�RI�HPSOR\HHV�EHLQJ�DEOH�WR�ILOH�D�FRPSODLQW�DIWHU

WKH\�KDYH�OHIW��2IWHQ�FRQVLGHUDEOH�WLPH�HODSVHV�EHIRUH�FRPSODLQDQWV�FURVV�D�FHUWDLQ�WKUHVKROG�DQG�ILOH�D

FRPSODLQW��9DQ�=XQGHUW�LV�DIUDLG�RI�DQ�³DIWHU�HIIHFW´�ZKHQ�FRPSODLQWV�DUH�ILOHG�UHWURVSHFWLYHO\�

.RRLMPDQ�VXJJHVW�LQFRUSRUDWLQJ�DQ�DGGLWLRQDO�FODULILFDWLRQ�RI�WKH�JULHYDQFH�SURFHGXUH�LQ�WKH�FROOHFWLYH

DJUHHPHQW��0UV��3DVVFKLHU�ZLOO�GHYHORS�WKLV�

'XULQJ�WKH�-XQH����PHHWLQJ�RI�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\�LW�DSSHDUV�WKDW�HLJKW�RXW�RI�WKH����9HQHFD

FRPSDQLHV�KDYH�UHVSRQGHG�WR�WKH�VXUYH\�FRQGXFWHG�LQ�-DQXDU\��7KH�HLJKW�FRPSDQLHV�DUH�DVNLQJ�IRU���

FKLOGUHQ¶V�SODFHV�LQ�WRWDO��RI�ZKLFK�WKH�ZRUNLQJ�SDUW\�WKHQ�DOORFDWHV�WZHQW\��%HFDXVH�WKH�QXPEHU�RI

FKLOG�FDUH�SODFHV�WR�EH�DOORFDWHG�LV�VWLOO�ZHOO�EHORZ�WKH�HLJKW\�PHQWLRQHG�LQ�WKH�FROOHFWLYH�DJUHHPHQW�

WKHUH�LV�D�GLVFXVVLRQ�RQ�ZKHWKHU�WKH�DPRXQW�RI�VXEVLG\�VKRXOG�EH�LQFUHDVHG��,W�LV�GHFLGHG�KRZHYHU�WR

NHHS�LW�WKH�VDPH�DQG�WR�DSSURDFK�WKH�FRPSDQLHV�DJDLQ�DERXW�WKH�SRVVLELOLW\�RI�DSSO\LQJ��7KH�ZRUNLQJ

SDUW\�DOVR�ZDQWV�WR�KDYH�D�FKLOG�FDUH�UHJXODWLRQ��,W�EHFRPHV�DSSDUHQW�DW�WKH�ZRUNLQJ�SDUW\�PHHWLQJ�RQ��

6HSWHPEHU�WKDW�QRQH�RI�WKH�HPSOR\HUV�KDYH�WDNHQ�DGYDQWDJH�RI�WKH�VHFRQG�RSSRUWXQLW\�WR�DSSO\�IRU�FKLOG

FDUH��0HPEHUV�RI�WKH�ZRUNLQJ�SDUW\�DUH�ZRQGHULQJ�MXVW�KRZ�PXFK�GHPDQG�WKHUH�LV�RQ�WKH�SDUW�RI�WKH

HPSOR\HHV�IRU�WKLV�IRUP�RI�FDUH�DQG�ZKHWKHU�HPSOR\HHV�DUH�VXIILFLHQWO\�DZDUH�RI�ZKDW�LW�FRXOG�DPRXQW

WR��7KH�ZRUNLQJ�SDUW\�GHFLGHV�WR�JHW�D�ILUP�RI�FRQVXOWDQWV��'LHPHQ�	�YDQ�*HVWHO��WR�FDUU\�RXW�D

WHOHSKRQH�VXUYH\�RQ�WKH�VXEMHFW�DPRQJ�WKH�HPSOR\HHV�RI�WKUHH�9HQHFD�FRPSDQLHV��7KH�ZRUNLQJ�SDUW\

DGRSWV�D�FKLOG�FDUH�UHJXODWLRQ��7KLV�VHWV�RXW�LQ�GHWDLO�KRZ�FKLOG�FDUH�SODFHV�DUH�WR�EH�DOORFDWHG�WR

HPSOR\HUV��&RPSDQLHV�FDQ�FODLP�D�FHUWDLQ�QXPEHU�RI�SODFHV��7KH�QXPEHU�LV�WR�EH�IL[HG�LQ�DGYDQFH�DQG

GHSHQG�RQ�WKH�ZDJHELOO��,I�WKHUH�VXEVHTXHQWO\�DSSHDU�WR�EH�VXUSOXV�SODFHV�WKHVH�ZLOO�WKHQ�EH�DOORFDWHG�LQ

SURSRUWLRQ�WR�WKH�ZDJHELOO�

,Q�D�OHWWHU�GDWHG����6HSWHPEHU�WR�0U�9DQ�6DQWH��RQH�RI�WKH�QHJRWLDWRUV��0UV��%URXZHU��RQ�EHKDOI�RI

+RUHFDERQG�)19¶V�QDWLRQDO�ZRPHQ¶V�FRPPLWWHH��/9&���RXWOLQHV�D�QXPEHU�RI�SURSRVDOV�DQG�SRLQWV�IRU

FRQVLGHUDWLRQ�UHJDUGLQJ�WKH�QHZ�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�ZKLFK�LV�GXH�WR�HQWHU�LQWR�IRUFH

RQ���0DUFK�������6KH�SURSRVHV�WKDW�D�FRQFUHWH�SODQ�IRU�SRVLWLYH�DFWLRQ�LV�IRUPXODWHG��WKDW

FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�RQJRLQJ�SDUW�SD\PHQW�RI�VDODU\�GXULQJ�SDUHQWDO�OHDYH�DQG�WKDW�XQGHU

WKH�DQWL�GLVFULPLQDWLRQ�FRGH�SHUVRQDO�DSSHDUDQFH�VKRXOG�QRW�EH�WDNHQ�LQWR�DFFRXQW��2Q���2FWREHU�WKH
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-RLQW�&RPPLWWHH�H[HFXWLYH�GLVFXVVHV�WKH�SRRU�UHVSRQVH�WR�WKH�FKLOG�FDUH�RSWLRQ��.RRLMPDQ�RSLQHV�WKDW

ZRPHQ�HPSOR\HHV�RIWHQ�DUUDQJH�IRU�FKLOG�FDUH�ZLWKLQ�WKHLU�RZQ�FLUFOH��7KH�RSHQLQJ�KRXUV�RI�GD\

QXUVHULHV�ZRXOG�QRW�WLH�LQ�ZHOO�ZLWK�WKH�ZRUNLQJ�WLPHV�LQ�FRQWUDFW�FDWHULQJ��2WKHU�REVWDFOHV�DUH�WKH�KLJK

FRVW�RI�D�GD\�QXUVHU\�DQG�WKH�GLVWDQFHV�WKDW�QHHG�WR�EH�FRYHUHG��.RRLMPDQ�DGYLVHV�WKH�FKLOG�FDUH

ZRUNLQJ�SDUW\�WR�WDNH�D�ORRN�DW�FKLOGPLQGLQJ�DV�DQ�RSWLRQ��7KH�H[HFXWLYH�HQGRUVHV�WKH�FKLOG�FDUH�GUDIW

UHJXODWLRQ�

,QGXVWULH��HQ�9RHGLQJVERQG�&19�SXEOLVKHV�D�ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQW�IRU�������7KH�XQLRQ

WDONV�RI�VWUXFWXUDO�XQGHUWDNLQJV�RQ�FKLOG�FDUH��,W�LV�DOVR�WKLQNLQJ�RI�SDUHQWDO�OHDYH�IRU�WKH�ILUVW�WZR�\HDUV

RI�D�FKLOG¶V�OLIH��DV�ZHOO�DV�����RQJRLQJ�SD\PHQW�IRU�WKH�VWDWXWRU\�SDUHQWDO�OHDYH�

7KH�XQLRQV�WDEOH�DPHQGLQJ�SURSRVDOV�DW�WKH�HQG�RI������IRU�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW

IRU�WKH�SHULRG�IURP���0DUFK������WR���0DUFK�������+RUHFDERQG�)19�LV�DUJXLQJ�IRU�LQFUHDVHG

SURYLVLRQ�IRU�PHQ�DQG�ZRPHQ�ZKR�FRPELQH�SDLG�ZRUN�ZLWK�FDUH�LQ�WKH�KRPH��7KXV�WKH\�ZDQW�PDWHUQLW\

OHDYH�WR�EH�H[WHQGHG�IURP����ZHHNV�WR����ZHHNV�VR�WKDW�LW�FDQ�FRPPHQFH�D�PD[LPXP�RI�IRXU�ZHHNV

EHIRUH�WKH�ELUWK��7KH\�SURSRVH�UHSODFLQJ�WKH�XQSDLG�FDUH�OHDYH�IURP�WKH�SUHYLRXV�DJUHHPHQW�ZLWK

SDUHQWDO�OHDYH�RQ�D�KDOI�WLPH�ZRUNLQJ�EDVLV�RYHU�D�VL[�PRQWK�SHULRG��8QOLNH�WKH�VWDWXWRU\�VFKHPH�SDUW�

WLPHUV�FDQ�WKHQ�DOVR�WDNH�OHDYH�RQ�D�KDOI�WLPH�ZRUNLQJ�EDVLV��7KH�HPSOR\HU�ZRXOG�KDYH�WR�FDUU\�RQ

SD\LQJ�IRU�KDOI�WKH�KRXUV�WDNHQ�DV�OHDYH��7KH�XQLRQ�DOVR�DUJXHV�IRU�SDLG�VSHFLDO�OHDYH�IRU�D�PD[LPXP�RI

WHQ�GD\V�D�\HDU�WR�FDUH�IRU�D�VLFN�FKLOG��SDUWQHU�RU�PHPEHU�RI�WKH�KRXVHKROG�IRU�ZKRP�WKH�HPSOR\HH�KDV

DQ�DFWXDO�UHVSRQVLELOLW\�RI�FDUH��DV�ZHOO�DV�WKH�SRVVLELOLW\�RI�XQSDLG�VSHFLDO�OHDYH�IRU�D�PD[LPXP�RI�RQH

PRQWK�D�\HDU��7KH�XQLRQ�ZDQWV�WR�H[WHQG�WKH�FKLOG�FDUH�VFKHPH�WR�LQFOXGH�WKH�XVH�RI�FKLOGPLQGHUV�DV�DQ

RSWLRQ��7KH�FODXVHV�UHJDUGLQJ�GLVFULPLQDWLRQ�VKRXOG�H[SOLFLWO\�VWDWH�WKDW�GLVFULPLQDWLRQ�RQ�WKH�EDVLV�RI

³RXWZDUG�DSSHDUDQFH´�LV�QRW�SHUPLWWHG��+RUHFDERQG�)19�ZDQWV�D�SRVLWLYH�DFWLRQ�SURJUDPPH�WR�EH

GHYHORSHG�ZKLFK�FRQWDLQV�PRUH�GHWDLOHG�SURYLVLRQV�RQ�UHFUXLWPHQW�DQG�VHOHFWLRQ��WUDLQLQJ�DQG�FDUHHU

SROLF\��7KH�GHYHORSPHQW�RI�WDUJHW�ILJXUHV�IRUPV�SDUW�RI�WKH�SURJUDPPH�

,QGXVWULH��HQ�9RHGLQJVERQG�&19�SURSRVHV�WKDW�WKH�FXUUHQW�DUUDQJHPHQW�IRU�FKLOG�FDUH�VKRXOG�EH

HYDOXDWHG�DQG�ZDQWV�WKRXJKW�WR�EH�JLYHQ�WR�ZKDW�DGMXVWPHQWV�DQG�LPSURYHPHQWV�DUH�QHFHVVDU\�

����� ����

2Q����-DQXDU\�'LHPHQ�	�9DQ�*HVWHO�SUHVHQW�WKH�UHVXOWV�RI�WKH�WHOHSKRQH�VXUYH\�RI�ZRPHQ�ZKR�ZRUN�LQ

WKH�FRQWUDFW�FDWHULQJ�VHFWRU�RQ�WKH�QHHG�IRU�DQG�NQRZOHGJH�RI�WKH�FKLOG�FDUH�RSWLRQV��,W�DSSHDUV�IURP�WKH

VXUYH\�WKDW�WKHUH�DUH�RQO\�D�IHZ�ZRPHQ�ZLWK�VPDOO�FKLOGUHQ������ZRUNLQJ�LQ�WKH�VHFWRU��2QO\����RI�WKLV
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JURXS�RI�ZRPHQ�DSSHDU�WR�EH�ZHOO�LQIRUPHG�DERXW�WKH�FKLOG�FDUH�VFKHPH��ZKLOH�����VD\�WKH\�DUH

GLVVDWLVILHG�ZLWK�WKH�SUHVHQW��LQIRUPDOO\�DUUDQJHG��IRUP�RI�FDUH��%XW�����RI�WKH�ZRPHQ�ZLWK�VPDOO

FKLOGUHQ�ZRXOG�OLNH�WR�PDNH�XVH�RI�FKLOG�FDUH�IRU�D�IL[HG�QXPEHU�RI�KRXUV�D�ZHHN��2I�WKH�ZRPHQ

HPSOR\HHV�ZLWK�QR�FKLOGUHQ�����H[SHFW�WR�ZDQW�WR�PDNH�XVH�RI�FKLOG�FDUH�LQ�WKH�IXWXUH�ZKHQ�WKH\�KDYH

FKLOGUHQ��7KH�FRVWV�RI�WKH�FXUUHQW�VFKHPH�DSSHDU�WR�EH�DQ�LPSRUWDQW�REVWDFOH�IRU�ZRPHQ��7KH

FRQVXOWDQWV�UHFRPPHQG�WKDW�WKH�HPSOR\HHV�VKRXOG�EH�PDGH�PRUH�DZDUH�RI�WKH�FKLOG�FDUH�VFKHPH�

2IIHULQJ�DOWHUQDWLYH�IRUPV�RI�FDUH�PXVW�DOVR�EH�LQYHVWLJDWHG�

7KH�FKLOG�FDUH�ZRUNLQJ�SDUW\�GHFLGHV�RQ����-DQXDU\�WR�VXJJHVW�WKDW�WKH�-RLQW�&RPPLWWHH�VKRXOG�SXEOLVK

DQ�HDV\�WR�UHDG�OHDIOHW�RQ�FKLOG�FDUH�IRU�HYHU\RQH�HPSOR\HG�LQ�WKH�FRQWUDFW�FDWHULQJ�VHFWRU��7KLV�OHDIOHW

FRXOG�DOVR�H[SODLQ�DERXW�WKH�VWDWXWRU\�VFKHPH�IRU�SDUHQWDO�OHDYH�DQG�WKH�SRVVLELOLW\�RI�H[WHQGHG�XQSDLG

SDWHUQLW\�OHDYH��$�IUHVK�VXUYH\�RI�LQWHUHVW�LQ�WKH�FKLOG�FDUH�VFKHPH�ZRXOG�EH�FDUULHG�RXW�VL[�PRQWKV

DIWHU�WKH�SXEOLFDWLRQ�RI�WKLV�OHDIOHW��7KH�ZRUNLQJ�SDUW\�DOVR�UHFRPPHQGV�WKDW�WKH�-RLQW�&RPPLWWHH

VKRXOG�DSSRLQW�D�FKLOG�FDUH�FRQWDFW�LQ�HDFK�FRPSDQ\�IRU�DOO�HPSOR\HHV��7KH�LQYHVWLJDWLRQ�RI�DOWHUQDWLYH

IRUPV�RI�FKLOG�FDUH�LV�QRW�PHQWLRQHG�

2Q����-DQXDU\�9HQHFD��RQ�EHKDOI�RI�WKH�HPSOR\HUV��WDEOHV�LWV�SURSRVDOV�IRU�WKH�IRUWKFRPLQJ�FROOHFWLYH

DJUHHPHQW�QHJRWLDWLRQV��7KH\�DOOXGH�WR�WKH�XQGHUWDNLQJV�JLYHQ�LQ�WKH�SUHYLRXV�DJUHHPHQW�RQ�FKLOG�FDUH

DQG�UHWXUQHUV��'HVSLWH�WKH�HIIRUWV�RI�ERWK�SDUWLHV�XQGHUWDNLQJV�RI�WKLV�NLQG�DUH�QRW�HIIHFWLYH�DQG�HIILFLHQW

LQ�WKHLU�YLHZ��7KH\�FRQFOXGH�WKDW�XQGHUWDNLQJV�RI�WKLV�NLQG�PXVW�EH�UHVWULFWHG��7KH�FROOHFWLYH�EDUJDLQLQJ

FRPPHQFHV�RQ����)HEUXDU\��'XULQJ�WKH�VHFRQG�EDUJDLQLQJ�VHVVLRQ�RQ����)HEUXDU\�WKH�HPSOR\HHV

REVHUYH�WKDW�RQH�RI�WKH�UHDVRQV�IRU�LQVXIILFLHQW�XVH�RI�FKLOG�FDUH�LV�WKH�ODFN�RI�JRRG�LQIRUPDWLRQ��7KH\

DOVR�ZDQW�WR�PDNH�WKH�VFKHPH�PDWHULDOO\�PRUH�DWWUDFWLYH��'XULQJ�WKH�WKLUG�VHVVLRQ�RQ����)HEUXDU\�WKH

HPSOR\HHV�FRQILUP�WKDW�WKH\�DUH�VWLOO�SUHVVLQJ�RQ�ZLWK�WKHLU�SURSRVDOV�RQ�DQWL�GLVFULPLQDWLRQ��SDWHUQLW\

OHDYH��SDUHQWDO�OHDYH�DQG�VSHFLDO�OHDYH��%RWK�VLGHV�DJUHH�WKDW�WKH�VH[XDO�KDUDVVPHQW�JULHYDQFH�SURFHGXUH

DJUHHG�ZLWKLQ�WKH�-RLQW�&RPPLWWHH�VKRXOG�EH�LQFRUSRUDWHG�LQ�WKH�FROOHFWLYH�DJUHHPHQW�

7KH�HPSOR\HUV�ZRQGHU�ZK\�D�EDQ�RQ�GLVFULPLQDWLRQ�UHJDUGLQJ�RXWZDUG�DSSHDUDQFH�QHHGV�WR�EH�LQFOXGHG

LQ�WKH�DJUHHPHQW���³DIWHU�DOO��RXWZDUG�DSSHDUDQFH�LVQ¶W�D�MRE�UHODWHG�FULWHULRQ��LV�LW´��7KH\�WKLQN�WKDW�WKH

3DUHQWDO�/HDYH�OHJLVODWLRQ�DOUHDG\�RIIHUV�VXIILFLHQW�RSSRUWXQLW\��DQG�QR�RQH�LV�LQ�IDYRXU�RI�JLYLQJ�SDUW�

WLPHUV�WKH�RSWLRQ�RI�WDNLQJ�KDOI�WKHLU�ZRUNLQJ�WLPH�DV�OHDYH��7KH\�GR�QRW�HQWHUWDLQ�WKH�SURSRVDO�IRU

RQJRLQJ�SDUW�SD\PHQW�IRU�KRXUV�WDNHQ�DV�OHDYH��7KH\�DJUHH�LQ�SULQFLSOH�ZLWK�VSHFLDO�OHDYH�EHLQJ

H[WHQGHG�WR�WHQ�GD\V�DQG�RQH�PRQWK��DQG�WKDW�WKH�OHDYH�ZRXOG�QRW�RQO\�EH�IRU�ORRNLQJ�DIWHU�FKLOGUHQ�EXW

DOVR�IRU�ORRNLQJ�DIWHU�D�SDUWQHU�DQG�RWKHU�SHUVRQV�IRU�ZKRVH�FDUH�WKH�HPSOR\HH�KDV�WKH�DFWXDO

UHVSRQVLELOLW\��,W�LV�VLPSO\�WKDW��DV�HPSOR\HUV��WKH\�GR�QRW�ZDQW�WR�FDUU\�RQ�SD\LQJ�WKH�HPSOR\HH�ZKLOH
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RQ�WKLV�IRUP�RI�OHDYH��6R�IDU�DV�FKLOG�FDUH�LV�FRQFHUQHG�WKH\�EHOLHYH�WKDW�WKH�'LHPHQ�	�YDQ�*HVWHO

UHSRUW�VKRZV�WKDW�WKLV�GRHV�QRW�QHHG�WR�EH�RIIHUHG�VLQFH�HPSOR\HHV�DUH�TXLWH�FDSDEOH�RI�VROYLQJ�WKH

SUREOHPV�IRU�WKHPVHOYHV��,Q�WKHLU�UHVSRQVH�WKH�HPSOR\HHV�VWUHVV�WKDW�³RXWZDUG�DSSHDUDQFH´�FDQQRW�DQG

PXVW�QRW�EH�D�UHOHYDQW�MRE�UHTXLUHPHQW��7KH�SDUWLHV�DUH�LQ�DJUHHPHQW�RQ�WKH�H[WHQVLRQ�RI�SDWHUQLW\�OHDYH�

3DUHQWDO�OHDYH�ZLOO�EH�OHIW�WLOO�ODWHU��7KH�HPSOR\HHV�DJUHH�WR�WKH�HPSOR\HUV¶�SURSRVDO�IRU�XQSDLG�VSHFLDO

OHDYH�

'XULQJ�WKH�IRXUWK�EDUJDLQLQJ�VHVVLRQ�RQ����)HEUXDU\�WKH�HPSOR\HUV�UHFRJQLVH�WKDW�GLVFULPLQDWLRQ�RQ

JURXQGV�RI�RXWZDUG�DSSHDUDQFH�VKRXOG�EH�EDQQHG�EXW��VLQFH�D�VPDUW�DSSHDUDQFH�FDQ�EH�UHTXLUHG�IRU

FHUWDLQ�MREV��WKH\�DOVR�ZDQW�WKH�EDQ�WR�EH�PRUH�QDUURZO\�GHILQHG��%RWK�SDUWLHV�DJUHH�WR�DGG�WKLV�SRLQW�WR

WKH�PRGHO�ZRUNLQJ�FRQGLWLRQV�DJUHHPHQW�LQ�WKH�FROOHFWLYH�DJUHHPHQW��7KH�HPSOR\HUV�DOVR�SURSRVH

UHWDLQLQJ�WKH�FXUUHQW�FKLOG�FDUH�VFKHPH�DQG�DUH�SUHSDUHG�IRU�QHZ�XQGHUWDNLQJV�WR�EH�PDGH�LI�WKLV�VFKHPH

GRHV�QRW�DSSHDU�WR�EH�ZRUNLQJ��7KH�HPSOR\HHV�WKHQ�GURS�WKHLU�SURSRVDO�IRU�SDUW�SDLG�SDUHQWDO�OHDYH�RQ

D�KDOI�WLPH�EDVLV��7KH\�JR�DORQJ�ZLWK�WKH�RSWLRQ�RI�XQSDLG�VSHFLDO�OHDYH�IRU�RQH�PRQWK�DQG�WHQ�GD\V�LQ

WRWDO��7KH\�DJUHH�WR�WKH�FXUUHQW�FKLOG�FDUH�VFKHPH�EHLQJ�UHWDLQHG�EXW�ZDQW�WKLV�DVVRFLDWHG�ZLWK�IXUWKHU

HODERUDWLRQ�RI�WKH�FKLOGPLQGHU�RSWLRQ��7KH�SDUWLHV�KDYH�UHDFKHG�DJUHHPHQW�

2Q����-XQH�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\�DSSURYHV�WKH�WH[W�IRU�DQ�LVVXH�RI�³9DNUDDGJHYLQJHQ´��WKH�-RLQW

&RPPLWWHH�EXOOHWLQ��ZKLFK�ZLOO�LQIRUP�HPSOR\HHV�RI�WKH�RSSRUWXQLWLHV�IRU�FKLOG�FDUH��SDUHQWDO�DQG

SDWHUQLW\�OHDYH��7KLV�LV�VHQW�RXW�DIWHU�WKH�PHHWLQJ��7KH�ZRUNLQJ�SDUW\�LV�WDONLQJ�WR�WKH�+RS�0DUMDQQHNH

RUJDQLVDWLRQ�DERXW�WKH�SRVVLELOLW\�RI�GHOHJDWLQJ�WKH�FKLOG�FDUH�DUUDQJHPHQWV�WR�WKHP��%HFDXVH�WKH

IDFLOLWLHV�WKH\�RIIHU�DUH�RQO\�RSHQ�GXULQJ�RIILFH�KRXUV�������WR��������WKH�TXHVWLRQ�DULVHV�RI�FKLOG�FDUH

DUUDQJHPHQWV�IRU�FRQWUDFW�FDWHULQJ�HPSOR\HHV�ZKR�ZRUN�GD\�DQG�QLJKW�VKLIWV��7KH�VHFUHWDULDW�ZLOO

LQYHVWLJDWH�ZKDW�RSSRUWXQLWLHV�WKHUH�DUH�IRU�HPSOR\HHV�WR�RSW�IRU��VXSSOHPHQWDU\��FDUH�LQ�FKLOGPLQGHU

IDPLOLHV��2Q����$XJXVW�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\�DJDLQ�GLVFXVVHV�WKH�SRVVLELOLW\�RI�GHOHJDWLQJ�FKLOG

FDUH�DUUDQJHPHQWV�WR�+RS�0DUMDQQHNH��,W�GHFLGHV�WR�RIIHU�WKH�XVH�RI�FKLOGPLQGHU�FDUH��ZKLFK�RQ�DYHUDJH

FRVWV�PXFK�OHVV��(PSOR\HHV�ZRXOG�KDYH�WR�SD\�DFFRUGLQJ�WR�WKH�UDWHV�LQ�WKH�0LQLVWU\��:9&��WDEOH�

ZKLOH�HPSOR\HUV�ZRXOG�SD\�D�IL[HG�DPRXQW�RI�I����DQ�KRXU��7KH�DGGLWLRQDO�FRVW�ZRXOG�EH�SDLG�RXW�RI�WKH

FKLOG�FDUH�IXQG��,I�HPSOR\HHV�SUHIHU�WR�XVH�D�GD\�QXUVHU\�WKH\�JHW�D�VXEVLG\�IURP�HPSOR\HUV�ZKLFK�LV�QR

JUHDWHU�WKDQ�WKH�PD[LPXP�DPRXQW�LW�ZRXOG�FRVW�WKH�HPSOR\HU�IRU�XVH�RI�D�FKLOGPLQGHU��QDPHO\�I������

SHU�DQQXP��7KH�-RLQW�&RPPLWWHH�ZLOO�HQWHU�LQWR�DQ�DJUHHPHQW�ZLWK�+RS�0DUMDQQHNH�RQ�WKLV�EDVLV�

$URXQG����$XJXVW�WKH�-RLQW�&RPPLWWHH�VHQGV�RXW�D�FRS\�RI�LWV�EXOOHWLQ�LQIRUPLQJ�HPSOR\HHV�DERXW�WKH

VH[XDO�KDUDVVPHQW�JULHYDQFH�SURFHGXUH��2Q���6HSWHPEHU�PHPEHUV�RI�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\�WDON

ZLWK�+RS�0DUMDQQHNH�DERXW�DUUDQJHPHQWV�IRU�FKLOG�FDUH�E\�FKLOGPLQGLQJ�IDPLOLHV�EHLQJ�PDGH�WKURXJK

WKLV�RUJDQLVDWLRQ��2Q����6HSWHPEHU�WKH�1DWLRQDO�:RPHQ¶V�&RPPLWWHH��/9&���LQ�WKH�FRQWH[W�RI�IUDPLQJ
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WKH������ZRUNLQJ�FRQGLWLRQV�SROLF\�IRU�+RUHFDERQG�)19��LVVXHV�D�VWDWHPHQW�RQ�KRZ�WKH\�ZRXOG�OLNH�WR

LPSURYH�WKH�SRVLWLRQ�RI�ZRPHQ�HPSOR\HHV��7KH\�FDOO�IRU�WKH�FKLOG�FDUH�VFKHPH�DOVR�WR�DSSO\�WR�FKLOGUHQ

RYHU�IRXU�\HDUV�RI�DJH��DQG�IRU�SDUHQWDO�OHDYH�DQG�VSHFLDO�OHDYH�WR�EH�SDLG�UDWKHU�WKDQ�XQSDLG�

,Q�WKH�DXWXPQ�ERWK�XQLRQV�SXEOLVK�ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQWV�IRU�������+RUHFDERQG�)19

DQQRXQFHV�WKDW�LW�ZDQWV�WR�FDUU\�RQ�ZLWK�WKH�SRVLWLYH�DFWLRQ�SROLF\�QH[W�\HDU��,WV�VWDWHPHQW�WDONV�DERXW

H[SDQGLQJ�VFKHPHV�IRU�FKLOG�FDUH�DQG�VSHFLDO�OHDYH��,W�DOVR�WDONV�DERXW�VL[�PRQWKV�SDUHQWDO�OHDYH�RQ�D

KDOI�WLPH�EDVLV��ZLWK�����RI�WKH�ZDJH�EHLQJ�SDLG�IRU�WKH�KRXUV�WDNHQ�DV�OHDYH��,QGXVWULH��HQ

9RHGLQJVERQG�&19�WDONV�DERXW�VWUXFWXUDO�XQGHUWDNLQJV�RQ�FKLOG�FDUH��SDUHQWDO�OHDYH�DQG�WKH�ULJKW�WR

UHWXUQ�WR�WKH�VDPH�MRE�RU�D�MRE�DW�WKH�VDPH�OHYHO�DIWHU�UHWXUQLQJ��DQG�WKH�SRVVLELOLW\�RI�VHYHQ�GD\V�VSHFLDO

OHDYH�D�\HDU��ZLWK�WKH�ILUVW�GD\�EHLQJ�SDLG�LQ�IXOO�DQG�WKH�RWKHU�VL[�GD\V�EHLQJ�SDLG�LQ�SDUW�

7KH�VFKHPH�IRU�FKLOG�FDUH�RI�FKLOGUHQ�XS�WR�DQG�LQFOXGLQJ�IRXU�\HDUV�RI�DJH�E\�FKLOGPLQGHUV�EHFRPHV

RSHUDWLRQDO�RQ���1RYHPEHU��+RS�0DUMDQQHNH�DGPLQLVWHUV�WKH�DSSOLFDWLRQV��FROOHFWV�WKH�JRYHUQPHQW

VXEVLG\�DQG�HPSOR\HU¶V�FRQWULEXWLRQ��DQG�UHIXQGV�WKH�HPSOR\HHV�

����� ����

7KH�VWDUW�RI������VHHV�WKH�SXEOLFDWLRQ�RI�WKH�OHDIOHW�LQLWLDWHG�E\�WKH�UHWXUQHU�ZRUNLQJ�SDUW\�HQWLWOHG�³'H

FRQWUDFW�FDWHULQJ�EUDQFKH��ZHUN�GDW�YURXZHQ�DDQVSUHHNW´��7KH�FRQWUDFW�FDWHULQJ�VHFWRU��ZRUN�WKDW

DSSHDOV�WR�ZRPHQ���,W�KDV�EHHQ�D�YHU\�KDUG�MRE�JHWWLQJ�LW�RII�WKH�JURXQG��DW�WKH�HQG�RI�WKH�SUHYLRXV�\HDU

DOO�WKH�OHDIOHWV�KDG�WR�EH�UHSULQWHG�DW�WKH�ODVW�PRPHQW�EHFDXVH�HPSOR\HUV�REMHFWHG�WR�WKH�SKRWRJUDSKV

WKDW�ZHUH�XVHG��,WV�PHVVDJH�LV�WKDW�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�DGGUHVVHV�ZRPHQ¶V�QHHGV

E\�LQFOXGLQJ�D�FKLOG�FDUH�VFKHPH�IRU�FKLOGUHQ�XQGHU�IRXU��JLYLQJ�WKH�RSWLRQ�RI�WDNLQJ�VL[�PRQWKV�XQSDLG

OHDYH�DIWHU�WKH�ELUWK�RI�D�FKLOG��SOXV�WKH�RSWLRQ�RI�WDNLQJ�XQSDLG�OHDYH�IRU�XS�WR�D�PRQWK�WR�FDUH�IRU�D

VLFN�UHODWLYH�ZKRP�WKH�HPSOR\HH�LV�UHVSRQVLEOH�IRU��7KH�OHDIOHW�LV�WR�EH�GLVWULEXWHG�WKURXJK�MRE�FHQWUHV�

1HJRWLDWLRQV�RQ�WKH�FROOHFWLYH�DJUHHPHQW�DUH�GXH�WR�WDNH�SODFH�LQ�WKH�VSULQJ�DJDLQ��2Q����-DQXDU\

+RUHFDERQG�)19�VHQGV�9HQHFD�LWV�DPHQGLQJ�SURSRVDOV��7KH�XQLRQ�PDNHV�WKH�FDVH�IRU�JLYLQJ�WKH

HPSOR\HH�WKH�ULJKW�WR�VL[�PRQWKV�SDUHQWDO�OHDYH�RQ�D�KDOI�WLPH�EDVLV��ZLWK�RQJRLQJ�SD\PHQW�RI�����RI

VDODU\�IRU�WKH�KRXUV�WDNHQ�DV�OHDYH��8QOLNH�WKH�VWDWXWRU\�VFKHPH�WKLV�SDUHQWDO�OHDYH�LV�WR�EH��SDUW��SDLG

DQG�FDQ�DOVR�EH�WDNHQ�E\�SDUW�WLPHUV��6R�IDU�DV�FKLOG�FDUH�LV�FRQFHUQHG��WKH�XQLRQ�VXJJHVWV�WKDW�WKH

VFKHPH�VKRXOG�EH�H[SDQGHG�IURP����WR�����SODFHV�ZLWK�FKLOGPLQGHUV�DQG�WKH�DJH�OLPLW�UDLVHG�IURP���WR

����6SHFLDO�OHDYH�IRU�WKH�LOOQHVV�RI�D�FKLOG��SDUWQHU�RU�PHPEHU�RI�WKH�KRXVHKROG�VKRXOG�DOVR�DSSO\�WR

LOOQHVV�RI�RQH�RI�WKH�SDUHQWV��7HQ�GD\V�PD[LPXP�RI�VSHFLDO�OHDYH�VKRXOG�EH�SDLG��7KH�XQLRQ�DOVR�DUJXHV

IRU�SDWHUQLW\�OHDYH�ZKHQ�WKH�SDUWQHU�JLYHV�ELUWK�WR�EH�H[WHQGHG�IURP�WKUHH�WR�ILYH�GD\V��:LWK�UHJDUG�WR

SRVLWLYH�DFWLRQ�WKH�XQLRQ�ZDQWV�WR�FRPPLW�WKH�HPSOR\HU�WR�GHYHORS�DQG�LPSOHPHQW�D�SROLF\�DLPHG�DW�D
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IDLU�UHSUHVHQWDWLRQ�RI�ZRPHQ�DQG�PHPEHUV�RI�HWKQLF�PLQRULWLHV�DW�HYHU\�OHYHO�RI�WKH�HQWHUSULVH�

,Q�FRQVXOWDWLRQ�ZLWK�WKH�ZRUNV�FRXQFLO�D�SODQ�RI�DSSURDFK�PXVW�EH�GUDZQ�XS�ZLWK�GHDGOLQHV�DQG

WDUJHWWHG�UHVXOWV��,QGXVWULH��HQ�9RHGLQJVERQG�&19�VHQGV�LQ�LWV�SURSRVHG�DPHQGPHQWV�RQ����-DQXDU\�

7KHVH�LQFOXGH�VHFXULQJ�XQGHUWDNLQJV�WKDW�QR�SDUHQWV�ZKR�WDNH�SDUHQWDO�OHDYH�ZLOO�VXIIHU�DGYHUVH

FRQVHTXHQFHV�LQ�VRFLDO�VHFXULW\�WHUPV��7KH�XQLRQ�DOVR�ZDQWV�WR�H[FKDQJH�WKRXJKWV�RQ�DGMXVWLQJ�WKH�FKLOG

FDUH�DUUDQJHPHQW��,W�LV�QRW�FOHDU�ZKDW�NLQG�RI�DGMXVWPHQWV�WKH\�KDYH�LQ�PLQG�

2Q���)HEUXDU\�WKH�-RLQW�&RPPLWWHH�DFFHSWV�D�QHZ�FKLOG�FDUH�UHJXODWLRQ�IRU�FRQWUDFW�FDWHULQJ��,W�LV

HQWLUHO\�JHDUHG�WR�FKLOG�FDUH�E\�FKLOGPLQGHUV��ZKLFK�LV�WKHRUHWLFDOO\�SRVVLEOH�IRU����KRXUV�D�GD\�DQG

VHYHQ�GD\V�D�ZHHN��2Q����)HEUXDU\�LW�EHFRPHV�DSSDUHQW�DW�WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\�WKDW�QRW�D

VLQJOH�FKLOG�KDV�EHHQ�SODFHG�ZLWK�D�FKLOGPLQGHU�IDPLO\�WR�GDWH��DOWKRXJK�IRXU�HPSOR\HHV�KDYH�DSSOLHG�LQ

WKH�LQWHULP�DQG�WKH�HPSOR\HUV�FRQFHUQHG�KDYH�DJUHHG�WKH�DSSOLFDWLRQV�

9HQHFD��IRU�WKH�HPSOR\HUV��UHVSRQGV�WR�+RUHFDERQG�)19¶V�SURSRVDOV�LQ�D�OHWWHU�RI���)HEUXDU\��,Q�WKHLU

YLHZ�D�QXPEHU�RI�WKH�XQLRQ�SURSRVDOV�DUH�XQZRUNDEOH��7KH\�WKHUHIRUH�ZDQW�XUJHQW�DGMXVWPHQW�RI�WKH

FKLOG�FDUH�VFKHPH��7KH�HPSOR\HU�FRQWULEXWLRQ�PXVW�EH�GUDVWLFDOO\�UHGXFHG��DQG�OLPLWV�QHHG�WR�EH�VHW�WR

WKH�FRQWULEXWLRQ�IURP�WKH�FKLOG�FDUH�IXQG�

2Q����)HEUXDU\�WKH�+RUHFDERQG�)19¶V�1DWLRQDO�:RPHQ¶V�&RPPLWWHH�VHQGV�DQ�XUJHQW�DSSHDO�WR�WKH

XQLRQ�H[HFXWLYH�WR�PDNH�ZRPHQ¶V�HPSOR\PHQW�D�XQLRQ�SULRULW\��7KH�WKUHH�\HDU�JRYHUQPHQW�JUDQW�IRU�DQ

HTXDOLW\�SROLF\�RIILFHU�LV�GXH�WR�UXQ�RXW�DV�RI���$SULO�DQG�WKH�PHPEHUV�RI�WKH�QDWLRQDO�ZRPHQ
V

FRPPLWWHH�DUH�ZRQGHULQJ�KRZ�WKLV�ZRUN�FDQ�FRQWLQXH�ZLWKRXW�SURIHVVLRQDO�VXSSRUW�

7KHUH�DUH�QR�HTXDO�RSSRUWXQLWLHV�LWHPV�RQ�WKH�DJHQGD�RI�WKH�ILUVW�WZR�FROOHFWLYH�EDUJDLQLQJ�VHVVLRQV�RQ

���)HEUXDU\�DQG���0DUFK��(DUO\�LQ�0DUFK�9HQHFD�WDEOHV�QHZ�SURSRVDOV�IRU�WKH�HPSOR\HUV�EDVHG�RQ

WKRVH�RI���)HEUXDU\��6R�IDU�DV�FKLOG�FDUH�LV�FRQFHUQHG�WKH\�SURSRVH�VFUDSSLQJ�WKH�HPSOR\HUV¶

FRQWULEXWLRQ�DOWRJHWKHU�DQG�UHWDLQLQJ�WKH�HPSOR\HH�FRQWULEXWLRQ�DW�WKH�UDWH�LQ�WKH�:9&�WDEOH��7KH

WRSSLQJ�XS�FRVWV�ZRXOG�WKHQ�KDYH�WR�FRPH�IURP�WKH�FKLOG�FDUH�IXQG��+RUHFDERQG�)19�UHVSRQGV�LQ

0DUFK�ZLWK�QHZ�SURSRVDOV��,W�LV�SHUVLVWLQJ�ZLWK�WKH�SURSRVDO�WR�LQFUHDVH�WKH�QXPEHU�RI�FKLOG�FDUH�SODFHV

ZLWK�FKLOGPLQGHUV�IURP����WR�����DQG�WR�UDLVH�WKH�DJH�OLPLW�IURP���WR�����7KH\�JR�DORQJ�ZLWK�D�SDUHQWDO

FRQWULEXWLRQ�DFFRUGLQJ�WR�WKH�:9&�WDEOH�EXW�WKH�HPSOR\HU�FRQWULEXWLRQ�FDQ�FRPH�GRZQ�IURP�I����WR�I���

DQ�KRXU��7KH�HPSOR\HHV�UHIUDPH�WKLV�SURSRVDO�GXULQJ�WKH�WKLUG�EDUJDLQLQJ�VHVVLRQ�RQ����0DUFK��2QFH

WKH�HPSOR\HUV�OHDUQ�RI�WKH�XQLRQV¶�ZKROH�EDUJDLQLQJ�SDFNDJH�WKH\�EUHDN�RII�WKH�WDONV�
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2Q����0DUFK�7R[RSHXV��RQ�EHKDOI�RI�,QGXVWULH��HQ�9RHGLQJVERQG�&19��VHQGV�D�OHWWHU�WR�9DQ�=XQGHUW�

WKH�VHFUHWDU\�RI�9HQHFD��+H�VD\V�WKDW�LPSRUWDQW�SURSRVDOV�KDYH�QRW�\HW�EHHQ�GLVFXVVHG�DQG�DOVR�DOOXGHV

WR�WKH�DGMXVWPHQW�RI�WKH�FKLOG�FDUH�VFKHPH�LQ�SDUWLFXODU��+H�SURSRVHV�UHVXPLQJ�WKH�QHJRWLDWLRQV�RQ��

$SULO��9DQ�=XQGHUW�UHSOLHV�RQ�9HQHFD¶V�EHKDOI�RQ���$SULO��7KH�HPSOR\HUV�KDG�EURNHQ�RII�WKH�WDONV

EHFDXVH�WKH\�IHOW�WKH�SURSRVDOV�KDG�QRW�DOORZHG�IRU�WKH�GLIILFXOW�HFRQRPLF�FLUFXPVWDQFHV�LQ�WKH�VHFWRU�

%HIRUH�WKH\�KDG�VXVSHQGHG�WKH�QHJRWLDWLRQV�WKH�HPSOR\HUV�KDG�DVNHG�WKH�XQLRQV�WR�UHYLVH�WKHLU

SURSRVDOV��2Q���$SULO�9DQ�=XQGHUW�UHSRUWV�WKDW�WKH�HPSOR\HUV�DUH�SUHSDUHG�WR�UHVXPH�QHJRWLDWLRQV�RQ

���$SULO�

'XULQJ�WKH�IRXUWK�EDUJDLQLQJ�VHVVLRQ�RQ���0D\�9DQ�6DQWH�UHSHDWV�WKH�SURSRVDO�WR�LQFUHDVH�WKH�QXPEHU

RI�FKLOG�FDUH�SODFHV�WR�����DQG�UDLVH�WKH�DJH�OLPLW�IURP���WR�����(PSOR\HHV�ZRXOG�FRQWLEXWH�DFFRUGLQJ

WR�WKH�:9&�WDEOH�DQG�WKH�HPSOR\HU�FRQWULEXWLRQ�FRXOG�FRPH�GRZQ�IURP�I����WR�I���SHU�KRXU�RI�FKLOG

FDUH��9DQ�6DQWH�FRQILUPV�WKDW�WKH�FRQWULEXWLRQ�RI������IURP�WKH�ZDJHELOO�IRU�FKLOG�FDUH�FDQ�VWD\�LQ

SODFH��7KH�HPSOR\HHV�DGMRXUQ�DQG�FRPH�EDFN�ZLWK�IUHVK�SURSRVDOV��7KLV�WLPH�WKH\�SURSRVH�WKDW�WKH

HPSOR\HU�FRQWULEXWLRQ�RI�I����IRU�HDFK�KRXU�RI�FKLOG�FDUH�FDQ�EH�GURSSHG�EXW�WKDW�WKH�SDUHQWDO

FRQWULEXWLRQ�EDVHG�RQ�WKH�:9&�WDEOH�VWD\V�LQ��7KH�RWKHU�FRVWV�ZLOO�WKHQ�EH�IXQGHG�RXW�RI�WKH������RI

WKH�ZDJHELOO�UHVHUYHG�IRU�FKLOG�FDUH��&KLOGUHQ¶V�SODFHV�ZRXOG�EH�DOORFDWHG�RQ�WKH�EDVLV�RI�WKH�IXQGV

DYDLODEOH�DQG�DFFRUGLQJ�WR�WKH�RUGHU�LQ�ZKLFK�WKH�DSSOLFDWLRQ�ZDV�UHFHLYHG��$W�WKH�VDPH�WLPH�WKH

HPSOR\HHV�ZLWKGUDZ�WKHLU�SURSRVDO�WR�LQFUHDVH�WKH�QXPEHU�RI�SODFHV�WR�����EXW�NHHS�LQ�WKH�UDLVLQJ�RI

WKH�DJH�OLPLW�WR�����7KH�HPSOR\HUV�FRQFXU�ZLWK�WKLV�SURSRVDO��7KH�XQLRQ�SURSRVDOV�IRU��SDUW��SDLG

SDUHQWDO�OHDYH�IRU�KDOI�WKH�KRXUV�ZRUNHG��SDLG�VSHFLDO�OHDYH�DQG�HODERUDWLRQ�RI�WKH�SRVLWLYH�DFWLRQ

VFKHPH�GLVDSSHDU�IURP�WKH�DJHQGD�IRU�WKLV�VHW�RI�QHJRWLDWLRQV��2Q����0D\�ERWK�SDUWLHV�UHDFK

DJUHHPHQW��7KH\�DJUHH�LQWHU�DOLD�WKDW�FKLOG�FDUH�ZLOO�FRQWLQXH�WR�EH�VXSSOLHG�WKURXJK�FKLOGPLQGHU

IDPLOLHV��WKH�DJH�OLPLW�ZLOO�JR�XS�WR�����WKH�SDUHQWDO�FRQWULEXWLRQ�ZLOO�EH�DFFRUGLQJ�WR�WKH�:9&�WDEOH�

DQG�WKH�RQO\�FRQWULEXWLRQ�HPSOR\HUV�ZLOO�PDNH�LV�WKH������RI�WKH�ZDJHELOO�WKDW�JRHV�WR�WKH�FKLOG�FDUH

IXQG��(DFK�ILUP�ZLOO�EH�VHW�DQ�DQQXDO�EXGJHW�IRU�WKH�DPRXQW�LW�FDQ�VSHQG�IURP�WKH�IXQG�DQG�HPSOR\HHV

FDQ�UHFHLYH�D�FRQWULEXWLRQ�IURP�WKLV�WR�WKHLU�FKLOG�FDUH��5HFHLSW�RI�WKH�FRQWULEXWLRQ�ZLOO�GHSHQG�RQ�WKH

RUGHU�LQ�ZKLFK�LW�ZDV�DSSOLHG�IRU�DQG�QR�IXUWKHU�FRQWULEXWLRQ�ZLOO�EH�SRVVLEOH�RQFH�WKH�IXQG�LV

H[KDXVWHG�

2Q����$SULO�WKHUH�LV�DQ�HYDOXDWLRQ�ZLWKLQ�+RUHFDERQG�)19�RI�WKH�SRVLWLYH�DFWLRQ�SURMHFW�FDUULHG�RXW

IURP������XS�WR�DQG�LQFOXGLQJ�������0UV��%URXZHU¶V�DSSRLQWPHQW�DV�HTXDOLW\�RIILFHU�KDV�FRPH�WR�DQ

HQG�LQ�WKH�LQWHULP�
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$W�WKH�PHHWLQJ�RI�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�FRPPLWWHH�RQ����6HSWHPEHU�WZR

UHVHDUFKHUV�UHSRUW�RQ�D�VXUYH\�FRQGXFWHG�DPRQJ�)19�DQG�&19�PHPEHUV�UHJDUGLQJ�WKH�VFKHPHV�IRU

FKLOG�FDUH��SDUHQWDO�OHDYH�DQG�VSHFLDO�OHDYH��7KH\�KDYH�RQO\�UHFHLYHG�WHQ�UHVSRQVHV��0HPEHUV�DUH

UHDVRQDEO\�ZHOO�DZDUH�RI�WKH�FKLOG�FDUH�RSWLRQ�EXW�WKH\�PDNH�OLPLWHG�XVH�RI�LW��7KH\�DUH�DOVR�UHDVRQDEO\

DZDUH�RI�WKH�XQSDLG�SDUHQWDO�OHDYH�EXW�LW�LV�WRR�H[SHQVLYH�IRU�PDQ\�HPSOR\HHV��6SHFLDO�OHDYH�LV

UHODWLYHO\�OHVV�ZHOO�NQRZQ��EXW�LV�DOVR�WRR�H[SHQVLYH�VLQFH�LW�LV�XQSDLG�

,Q�WKH�DXWXPQ�+RUHFDERQG�)19�IRUPXODWHV�LWV�EDVLF�SROLF\�SRLQWV�IRU�WKH������FROOHFWLYH�EDUJDLQLQJ�

7KHVH�LQFOXGH�WKH�UHGLVWULEXWLRQ�RI�ZRUN��7KH�XQLRQ�LV�FDOOLQJ�IRU�D�ZLGHU�UDQJH�RI�OHDYH�RSWLRQV�LQ�RUGHU

WR�DFKLHYH�EHWWHU�FRPELQDWLRQV�RI�SDLG�DQG�XQSDLG�ZRUN��VXFK�DV�VSHFLDO�OHDYH��FDUH�OHDYH��DQG�SDUHQWDO

OHDYH���,QGXVWULH��HQ�9RHGLQJVERQG�&19�LVVXHV�D�ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQW��7KH�XQLRQ�ZDQWV

WR�H[SDQG�WKH�QXPEHU�RI�FKLOG�FDUH�IDFLOLWLHV��,W�DOVR�PHQWLRQV�FDUH�OHDYH��SDUHQWDO�OHDYH�DQG�D�ULJKW�WR

UHWXUQ�WR�WKH�VDPH�MRE�RU�RQH�DW�WKH�VDPH�OHYHO�

������ ����

2Q����-DQXDU\�9DQ�6DQWH��RQ�EHKDOI�RI�+RUHFDERQG�)19��VHQGV�9HQHFD�WKH�SURSRVHG�FKDQJHV�WR�WKH

QHZ�����������FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW��+H�VD\V�WKDW�WKH�/DERXU�)RXQGDWLRQ��³6WLFKWLQJ

YDQ�GH�$UEHLG´��DJUHHPHQW�³$�QHZ�FRXUVH´��(HQ�QLHXZH�NRHUV´��PXVW�IRUP�WKH�IRXQGDWLRQ�IRU�WKH�QHZ

QHJRWLDWLRQV��7KH�HPSKDVLV�LQ�WKH�SURSRVDOV�LV�WKHUHIRUH�RQ�PDNLQJ�XQGHUWDNLQJV�WR�SURPRWH

HPSOR\PHQW�LQ�FRPELQDWLRQ�ZLWK�ZDJH�UHVWUDLQW��7KH�SURSRVDOV�DUH�DOVR�FRQFHUQHG�ZLWK�ILQGLQJ�ZD\V�RI

FRPELQLQJ�SDLG�ZRUN�ZLWK�FDULQJ�WDVNV��7KH�XQLRQ�FDOOV�IRU�WKH�LQWURGXFWLRQ�RI�SDUHQWDO�OHDYH�RQ�D�KDOI�

WLPH�EDVLV��ZLWK�WKH�HPSOR\HH�DEOH�WR�FODLP�����SD\PHQW�IRU�WKH�KRXUV�WDNHQ�DV�OHDYH��,W�DOVR�FDOOV�IRU

SD\PHQW�IRU�WKH�ILUVW�WZR�GD\V�RI�WKH�VSHFLDO�OHDYH�SHUPLWWHG�XQGHU�WKH�FXUUHQW�FROOHFWLYH�DJUHHPHQW��7KH

SDWHUQLW\�OHDYH�ZKHQ�D�SDUWQHU�JLYHV�ELUWK�VKRXOG�EH�H[WHQGHG�IURP�WKUHH�WR�ILYH�GD\V��$�ZRPDQ�ZRUNHU

PXVW�EH�HQWLWOHG�WR�JR�EDFN�WR�WKH�VDPH�MRE�DIWHU�PDWHUQLW\�OHDYH��LQFOXGLQJ�ZKHQ�VKH�ZRXOG�EH�ZRUNLQJ

IHZHU�KRXUV�

2Q����-DQXDU\�7R[RSHXV�VHQG�9HQHFD�WKH�DPHQGLQJ�SURSRVDOV�IRU�WKH�IRUWKFRPLQJ�FROOHFWLYH�DJUHHPHQW

RQ�EHKDOI�RI�,QGXVWULH��HQ�9RHGLQJVERQG�&19��+H�DOVR�DOOXGHV�WR�WKH�/DERXU�)RXQGDWLRQ�DJUHHPHQW�

+LV�XQLRQ��WRR��LV�VXEPLWWLQJ�SURSRVDOV�RQ�SDUHQWDO�FDUH��WKH�HPSOR\HH�PXVW�EH�DEOH�WR�WDNH�SDUHQWDO

OHDYH�RQ�D�KDOI�WLPH�EDVLV��(PSOR\HHV�FDQ�UHTXHVW�RQJRLQJ�SD\PHQW�RI�WKH�SHQVLRQ�SUHPLXP��7KHUH�LV

QR�PHQWLRQ�RI�SDUW�SD\PHQW�IRU�WKH�KRXUV�WDNHQ�DV�OHDYH��7KH�XQLRQ�ZDQWV�ZRPHQ�HPSOR\HHV�WR�EH

HQWLWOHG�WR�UHWXUQ�WR�WKH�VDPH�MRE�DIWHU�PDWHUQLW\�OHDYH��HYHQ�LI�WKH\�ZDQW�WR�FRPH�EDFN�WR�ZRUN�SDUW�

WLPH�
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2Q���0DUFK�+RS�0DUMDQQHNH�JLYHV�D�EUHDNGRZQ�RI�WKH�QXPEHU�RI�FKLOGUHQ�ZKR�KDYH�EHHQ�SODFHG�ZLWK

FKLOGPLQGHUV�DQG�WKH�QXPEHU�RI�DSSOLFDWLRQV��7ZHOYH�FKLOGUHQ�KDYH�EHHQ�SODFHG��WKLUWHHQ�DSSOLFDWLRQV

DUH�VWLOO�EHLQJ�SURFHVVHG��DQG�VHYHQ�SODFHV�KDYH�EHHQ�UHVHUYHG�

7KH�VXEMHFW�RI�SRVLWLYH�DFWLRQ�GRHV�QRW�FRPH�XS�GXULQJ�WKH�ILUVW�IRXU�URXQGV�RI�FROOHFWLYH�EDUJDLQLQJ�RQ

WKH�FRQWUDFW�FDWHULQJ�DJUHHPHQW��'XULQJ�WKH�ILIWK�URXQG�RQ����0DUFK�WKH�HPSOR\HUV�UHMHFW�WKH�SURSRVDO

WKDW�WKH�ILUVW�WZR�GD\V�RI�VSHFLDO�OHDYH�VKRXOG�EH�SDLG��7KH\�VXJJHVW�WKDW�ZKHQ�VSHFLDO�OHDYH�LV�UHTXLUHG

HPSOR\HHV�RXJKW�WR�PDNH�XVH�RI�WKHLU�³$'9´��$UEHLGVGXXUYHUNRUWLQJ���L�H��UHGXFHG�ZRUNLQJ�WLPH��GD\V

RU�DQQXDO�OHDYH�GD\V��7KH\�DOVR�WXUQ�GRZQ�WKH�SURSRVDO�WKDW�D�ZRPDQ�HPSOR\HH�VKRXOG�EH�HQWLWOHG�WR

UHWXUQ�WR�WKH�VDPH�MRE�DIWHU�PDWHUQLW\�OHDYH��LQFOXGLQJ�ZKHQ�VKH�ZRXOG�EH�ZRUNLQJ�IHZHU�KRXUV�

(PSOR\HHV�VXEVHTXHQWO\�ZLWKGUDZ�WKH�SURSRVDO�IRU��SDUW��SDLG�SDUHQWDO�OHDYH�RQ�D�KDOI�WLPH�EDVLV��7KH\

DPHQG�WKHLU�SURSRVDO�IRU�SD\PHQW�IRU�WKH�ILUVW�WZR�GD\V�RI�VSHFLDO�OHDYH�E\�UHVWULFWLQJ�WKLV�HQWLWOHPHQW�WR

RQO\�RQFH�D�\HDU��7KH\�DVN�WKH�HPSOR\HUV�WR�SXEOLFLVH�WKH�VFKHPH�PRUH�ZLGHO\�DV�D�PDWWHU�RI�XUJHQF\�

7KH�ULJKW�WR�UHWXUQ�WR�WKH�VDPH�MRE�DIWHU�PDWHUQLW\�OHDYH�VKRXOG�EH�LQFRUSRUDWHG�LQWR�D�VWXG\�RI�WKH

SRVVLELOLWLHV�RI�D�ULJKW�WR�ZRUN�SDUW�WLPH��/DWHU�RQ�LQ�WKLV�URXQG�WKH�XQLRQV�DOVR�ZLWKGUDZ�WKHLU�SURSRVDO

WKDW�WKH�ILUVW�WZR�GD\V�RI�VSHFLDO�OHDYH�VKRXOG�EH�SDLG��7KH�SDUWLHV�UHDFK�DJUHHPHQW��7KH�PDLQ�WHUPV�DUH

WKDW�GXULQJ�WKH�FRQWUDFWXDO�SHULRG������RI�WKH�ZDJHELOO�ZLOO�EH�DSSURSULDWHG�IRU�WKH�FKLOG�FDUH�IXQG��7KH

SDUWLHV�ZLOO�KDYH�IXUWKHU�WDONV�RQ�ZKHWKHU�PRUH�SXEOLFLW\�VKRXOG�EH�JLYHQ�WR�WKH�VFKHPH�IRU�FKLOG�FDUH

DQG�VSHFLDO�OHDYH��7KH\�ZLOO�DOVR�XQGHUWDNH�UHVHDUFK�LQWR�WKH�SRVVLELOLWLHV�RI�DQ�HPSOR\HH�KDYLQJ�WKH

ULJKW�WR�GR�KLV�RU�KHU�MRE�RQ�D�SDUW�WLPH�EDVLV��LUUHVSHFWLYH�RI�WKH�MRE�RU�WKH�OHYHO�RI�WKH�MRE�LQ�TXHVWLRQ�

7KH�VDPH�UHVHDUFK�ZLOO�DOVR�ORRN�LQWR�WKH�SRVVLELOLWLHV�RI�JLYLQJ�D�ZRPDQ�HPSOR\HH�WKH�ULJKW�WR�UHWXUQ�WR

WKH�VDPH�MRE��HLWKHU�IXOO�WLPH�RU�SDUW�WLPH��DIWHU�KHU�PDWHUQLW\�OHDYH�

0UV��3DVVFKLHU�GLVFXVVHV�WKH�HYDOXDWLRQ�RI�WKH�DQWL�VH[XDO�KDUDVVPHQW�UHJXODWLRQ�DW�WKH�-RLQW�&RPPLWWHH

H[HFXWLYH�RQ����2FWREHU��7KLV�HYDOXDWLRQ�VKRZV�WKDW�WKHUH�DUH�LQ�IDFW�FRPSODLQWV�RI�VH[XDO�KDUDVVPHQW�

0RVW�RI�WKHVH�DUH�GLUHFWHG�DW�PRUH�VHQLRU�VWDII�RU�SHRSOH�LQ�WKH�HPSOR\�RI�WKH�FOLHQW��0RVW�RI�WKH

FRPSODLQWV�KDYH�EHHQ�GHDOW�ZLWK�LQIRUPDOO\��7KH�H[HFXWLYH�DJUHHV�WR�KHU�UHFRPPHQGDWLRQ�WKDW�WKH

FRPSDQLHV�VKRXOG�EH�VHQW�PRUH�LQIRUPDWLRQ�RQ�WKH�VXEMHFW�
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$W�D�PHHWLQJ�RI�WKH�-RLQW�&RPPLWWHH�H[HFXWLYH�RQ����-DQXDU\�LWV�VHFUHWDU\��0UV��9DQ�GHU�:HUI��JLYHV�DQ

XSGDWH�RQ�WKH�ODWHVW�FKLOG�FDUH�ILJXUHV��7KHUH�DUH�FXUUHQWO\����FKLOG�FDUH�SODFHPHQWV��7KHUH�VHHPV�WR

KDYH�EHHQ�D�FRQVLGHUDEOH�XSVXUJH�LQ�WKH�GHPDQG�IRU�FKLOG�FDUH��VR�PXFK�VR�WKDW�YDULRXV�SHRSOH�FDQQRW

EH�JLYHQ�DQ\�ILQDQFLDO�DVVLVWDQFH�EHFDXVH�WKH\�DUH�VWLOO�RQ�WKH�ZDLWLQJ�OLVW�

,Q�2FWREHU�WKH�-RLQW�&RPPLWWHH�GLVWULEXWHV�DQ�LVVXH�RI�LWV�EXOOHWLQ�RQ�WKH�VXEMHFW�RI�FKLOG�FDUH�DQG

VSHFLDO�OHDYH��7KLV�VHHPV�WR�VWHP�IURP�WKH�XQGHUWDNLQJ�LQ�WKH�FROOHFWLYH�DJUHHPHQW�WR�GR�PRUH�WR

SXEOLFLVH�WKHVH�WZR�SURYLVLRQV�

,Q�WKH�DXWXPQ�WKH�XQLRQV�DJDLQ�SXEOLVK�WKHLU�SROLF\�VWDWHPHQWV�RQ�ZRUNLQJ�FRQGLWLRQV��+RUHFDERQG

)19�PHQWLRQV�YDULRXV�XQGHUWDNLQJV�RQ�WKH�UHGLVWULEXWLRQ�RI�ZRUN��VXFK�DV�JLYLQJ�HPSOR\HHV�LQ�D�IXOO�

WLPH�MRE�WKH�ULJKW�WR�ZRUN�SDUW�WLPH��)RU�WKRVH�ZKR�KDYH�WR�FRPELQH�ZRUN�ZLWK�FDUH�WDVNV�WKH�XQLRQ�LV

WKLQNLQJ�LQ�WHUPV�RI�SDLG�SDUHQWDO�OHDYH�DQG�WKH�ULJKW�WR�ZRUN�SDUW�WLPH�RQ�D�WHPSRUDU\�EDVLV�DQG�WKHQ�WR

UHWXUQ�WR�D�IXOO�WLPH�MRE��,QGXVWULH��HQ�9RHGLQJVERQG�&19�LV�DOVR�WDONLQJ�RI�D�ULJKW�WR�ZRUN�SDUW�WLPH

DQG�PHQWLRQV�H[WHQGLQJ�WKH�RSWLRQV�IRU�FDUH�OHDYH�DQG�FKLOGFDUH�

������ ����

1HJRWLDWLRQV�IRU�D�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�DUH�GXH�WR�WDNH�SODFH�DJDLQ�LQ�WKH�VSULQJ�RI

������2Q���)HEUXDU\�9DQ�6DQWH�VHQGV�RII�WKH�+RUHFDERQG�)19¶V�DPHQGLQJ�SURSRVDOV��7KHVH�LQFOXGH

YDULRXV�SURSRVDOV�IRU�FRPELQLQJ�SDLG�ZRUN�ZLWK�FDUH��LQFOXGLQJ�D�GHWDLOHG�XQGHUWDNLQJ�RQ�WKH�RSWLRQ�RI

SDUHQWV�DQG�FDUHUV�WDNLQJ�VL[�PRQWKV�SDUHQWDO�OHDYH�RQ�D�KDOI�WLPH�EDVLV��ZLWK�SD\PHQW�IRU�KDOI�WKH

QXPEHU�RI�KRXUV�WDNHQ�DV�OHDYH��7KH\�DOVR�DJDLQ�FDOO�IRU�WKH�ILUVW�WZR�GD\V�RI�VSHFLDO�OHDYH�WR�EH�SDLG�

,QFUHDVLQJ�WKH�SDUWQHU¶V�SDWHUQLW\�OHDYH�IURP�WKUHH�WR�ILYH�GD\V�LV�EDFN�RQ�WKH�DJHQGD�DV�ZHOO��$W�WKH

VDPH�WLPH�WKH\�UHSHDW�WKHLU�SURSRVDO�WKDW�D�ZRPDQ�HPSOR\HH�VKRXOG�EH�HQWLWOHG�WR�JR�EDFN�WR�WKH�VDPH

MRE��EH�LW�IXOO�WLPH�RU�SDUW�WLPH��RQ�KHU�UHWXUQ�IURP�PDWHUQLW\�OHDYH��,Q�RUGHU�WR�NHHS�SDFH�ZLWK�WKH�ULVLQJ

FRVWV�RI�FKLOG�FDUH��DPRQJ�RWKHU�UHDVRQV��HPSOR\HUV�VKRXOG�DOVR�EH�DVNHG�WR�LQFUHDVH�WKHLU�FRQWULEXWLRQ

WR�WKH�FKLOG�FDUH�IXQG�
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7R[RSHXV�VHQGV�LQ�KHU�SURSRVDOV�IRU�WKH�IRUWKFRPLQJ�QHJRWLDWLRQV�RQ�EHKDOI�RI�,QGXVWULH��HQ

9RHGLQJVERQG�&19�RQ���)HEUXDU\��7KHVH�PDNH�QR�PHQWLRQ�RI�VXFK�WRSLFV�DV�FKLOG�FDUH��VSHFLDO�OHDYH�

HWF���EXW�GR�UHFDOO�WKH�SURSRVDOV�IRU�UHVHDUFK�LQWR�WKH�ULJKW�WR�SDUW�WLPH�ZRUNLQJ��DQG�WKH�XQLRQ�QRZ

SURSRVHV�WKDW�FRQVLGHUDWLRQ�RI�WKLV�VKRXOG�EH�PDGH�D�SULRULW\��8QLH�%+/3�KDV�DOVR�UHFHQWO\�EHFRPH�D

SDUW\�WR�WKH�FROOHFWLYH�EDUJDLQLQJ��DQG�0UV��6FKLSSHUV�VHQGV�LQ�WKHLU�SURSRVHG�FKDQJHV�WR�WKH�DJUHHPHQW

RQ���)HEUXDU\��7KHVH�LQFOXGH�SD\PHQW�RI�WKH�ILUVW�ILYH�GD\V�RI�VSHFLDO�OHDYH�DV�VHW�RXW�LQ�WKH�DJUHHPHQW�

7KHUH�DUH�WKUHH�EDUJDLQLQJ�VHVVLRQV�LQ�WRWDO��7KH�SDUWLHV�KDYH�JUHDW�GLIILFXOW\�LQ�UHDFKLQJ�DQ�DJUHHPHQW

DQG�GHFLGH�WR�H[WHQG�WKH�FXUUHQW�DJUHHPHQW�WR�WKH�EHJLQQLQJ�RI�������7KH�XQGHUWDNLQJV�RQ�FKLOG�FDUH�

SDWHUQLW\�OHDYH��VSHFLDO�OHDYH�DQG�SDUHQWDO�OHDYH�VWD\�WKH�VDPH�
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��� ,QIOXHQFH�DQDO\VLV

7KLV�FKDSWHU�DQDO\VHV�WKH�LQIOXHQFH�ZKLFK�VKDSHG�WKH�GLIIHUHQW�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�WKH

FROOHFWLYH�DJUHHPHQW�IRU�FRQWUDFW�FDWHULQJ��,Q�WKH�SUHYLRXV�FKDSWHU��ZKLFK�GHVFULEHG�WKH�UHDOL]DWLRQ�RI�DOO

WKH�SURYLVLRQV�LQ�WKH�DJUHHPHQW�ZKLFK�UDQN�DV�SRVLWLYH�DFWLRQ��D�FRQVFLRXV�FKRLFH�ZDV�PDGH�WR

FRQWH[WXDOLVH�WKH�SUHSDUDWLRQ��QHJRWLDWLRQ�DQG�LPSOHPHQWDWLRQ�RI�DOO�WKH�FRPSRQHQW�SDUWV��WKXV�FOHDUO\

VKRZLQJ�ZKDW�WKH�EDUJDLQLQJ�SDUWLHV�WKHPVHOYHV�FRQVLGHUHG�WR�EH�SRVLWLYH�DFWLRQ�PHDVXUHV��%\�QRW

VHSDUDWLQJ�RXW�WKH�PDWHULDO�DW�WKDW�VWDJH��LV�SUHYHQWHG�WKDW�XVHIXO�LQIRUPDWLRQ�DERXW�WKH�FRQWH[W�KDV�EHHQ

ORVW�VLJKW�RI�

,Q�WKLV�FKDSWHU�ZH�ZLOO�EH�VHOHFWLQJ�WKH�SURYLVLRQV�WKDW�DUH�RI�PRVW�UHOHYDQFH�WR�WKH�FDVH�VWXG\��,Q�WKLV

ZH�ZLOO�EH�OLQNLQJ�XS�ZLWK�WKH�'XWFK�UHSRUW�IRU�6WDJH���RI�WKH�&ROOHFWLYH�%DUJDLQLQJ�DQG�(TXDO

2SSRUWXQLWLHV�VWXG\�SURMHFW��ZKLFK�VLQJOHG�RXW�D�QXPEHU�RI�WRSLFV�ZKLFK�ZH�FDQ�UHJDUG�DV�LPSRUWDQW�LQ

WKH�'XWFK�FRQWH[W��7KHVH�IDOO�LQWR�WKH�IROORZLQJ�FDWHJRULHV�

 FRPELQDWLRQ�RI�ZRUN�DQG�IDPLO\

 VH[XDO�VHJUHJDWLRQ

 ZRUN�WLPH

 ZDJH�GLVFULPLQDWLRQ

 �RUJDQLVDWLRQ�FXOWXUH����

$Q�LPSRUWDQW�IDFWRU�LQ�WKH�1HWKHUODQGV�IRU�WKH�FRPELQDWLRQ�RI�ZRUN�DQG�IDPLO\�OLIH�LV�WKH�DYDLODELOLW\�RI

JRRG�FKLOG�FDUH�IDFLOLWLHV��,Q�WKH�6WDJH���UHSRUW�RI�WKLV�VWXG\�ZH�VDLG�WKDW�ZH�FRQVLGHUHG�D�FROOHFWLYH

DJUHHPHQW�WR�EH�SURJUHVVLYH�LQ�WHUPV�RI�FKLOG�FDUH�LI�LW�RIIHUHG�FKLOG�FDUH�XS�WR�WKH�DJH�RI����IRU�WKH

FKLOGUHQ�RI�ERWK�PDOH�DQG�IHPDOH�HPSOR\HHV�DQG�LI�WKH�PD[LPXP�FRQWULEXWLRQ�WKH\�SD\�IRU�LW�DFFRUGV

ZLWK�WKH�VWDQGDUG�UDWH�LQ�WKH�WDEOH�GUDZQ�XS�E\�WKH�0LQLVWU\�RI�:HOIDUH��3XEOLF�+HDOWK�DQG�6SRUW��WKH

:96�WDEOH�����,W�ZDV�IRU�WKLV�UHDVRQ�WKDW�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW��ZKLFK��LQ�$UWLFOH�;�

���KDV�D�SURYLVLRQ�WR�WKLV�HIIHFW��ZDV�FKRVHQ�LQ�6WDJH���RI�WKH�VWXG\��DV�RQH�RI�WKH����FROOHFWLYH

DJUHHPHQWV�ZLWK�SURJUHVVLYH���L�H��³JRRG´���SURYLVLRQV��7KLV�REYLRXVO\�TXDOLILHV�LW�IRU�DQ�LQIOXHQFH

DQDO\VLV�RI�WKH�SURFHVV�ZKLFK�EURXJKW�WKH�FKLOG�FDUH�SURYLVLRQV�DERXW��7KH�DJUHHPHQW�DOVR�FRQWDLQV�D

QXPEHU�RI�SURYLVLRQV�ZKLFK��ZKLOH�WKH\�PD\�QRW�GLUHFWO\�FRPSO\�ZLWK�WKH�VHOHFWLRQ�FULWHULD�ZH�XVHG�IRU

6WDJH����ZH�FDQ�QHYHUWKHOHVV�FRQVLGHU�WR�EH�IDYRXUDEOH�LQ�WHUPV�RI�HTXDO�RSSRUWXQLWLHV��)RU�H[DPSOH�

WKLV�FROOHFWLYH�DJUHHPHQW�SURYLGHV�IRU�WKH�RSWLRQ�RI�WDNLQJ�XQSDLG�FDUH�OHDYH�IRU�WKH�HQWLUH�ZRUN�WLPH�IRU

������������������������������ �����������������

��
��

6HH�%HUFXVVRQ���������

��
��

6HH�'XWFK� 6WDJH���UHSRUW�����
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D�PD[LPXP�RI�VL[�PRQWKV��$UWLFOH�;������7KLV�LV�D�SURYLVLRQ�ZKLFK�JRHV�IXUWKHU�WKDQ�WKH�VWDWXWRU\

HQWLWOHPHQW�WR�XQSDLG�SDUHQWDO�OHDYH�VLQFH�WKLV�REOLJHV�WKH�HPSOR\HH�WR�FDUU\�RQ�ZRUNLQJ�DW�OHDVW�WZHQW\

KRXUV�D�ZHHN����7KLV�WRR��OLNH�WKH�FKLOG�FDUH�PHDVXUH��FDQ�EH�UHJDUGHG�DV�SURPRWLQJ�WKH�FRPELQDWLRQ�RI

ZRUN�DQG�IDPLO\�OLIH��7KH�DJUHHPHQW�DOVR�FRQWDLQV�SURYLVLRQV�RQ�WKH�SUHYHQWLRQ�DQG�FRPEDWLQJ�RI

VH[XDO�KDUDVVPHQW��$UWLFOH�;�����7KHVH�FRQFHUQ�DSSRLQWLQJ�UHSUHVHQWDWLYHV�LQ�WKH�LQGLYLGXDO�ILUPV��DQG

KDYLQJ�D�FHQWUDO�UHSUHVHQWDWLYH�RQ�VH[XDO�KDUDVVPHQW�DQG�D�JULHYDQFH�SURFHGXUH��7KHVH�PHDVXUHV�FDQ

PDNH�WKH�RUJDQLVDWLRQ�FXOWXUH�PRUH�DFFHVVLEOH�IRU�ZRPHQ��7KHUH�DUH�DOVR�SURYLVLRQV�WR�SURPRWH�WKH

SRVLWLRQ�RI�ZRPHQ�LQ�WKH�VHFWRU��$UWLFOH�;����DQG�;������7KHVH�FRQFHUQ�SD\LQJ�JUHDWHU�DWWHQWLRQ�WR

ZRPHQ�LQ�UHFUXLWPHQW�DQG�VHOHFWLRQ��$�VLPLODU�PHDVXUH�SD\V�DWWHQWLRQ�WR�VH[XDO�VHJUHJDWLRQ�ZLWKLQ

ODERXU�RUJDQLVDWLRQV��7KH�LQIOXHQFH�DQDO\VLV�ZLOO�OLNHZLVH�FRQVLGHU�WKH�PHDVXUHV�IRU�FDUH�OHDYH��VH[XDO

KDUDVVPHQW�DQG�LPSURYLQJ�WKH�SRVLWLRQ�RI�ZRPHQ��6LQFH�WKH�FROOHFWLYH�DJUHHPHQW�FRQWDLQV�QR�HTXDO

RSSRUWXQLWLHV�SURYLVLRQV�LQ�WHUPV�RI�WKH�KRXUV�ZRUNHG��ULJKW�WR�SDUW�WLPH�ZRUNLQJ��SDUW�WLPH�ZRUNLQJ

LQFHQWLYHV��RU�HTXDO�SD\��UHVHDUFK�LQWR�MRE�HYDOXDWLRQ�V\VWHPV��WKHVH�WRSLFV�ZLOO�QRW�UHDSSHDU�LQ�WKH�UHVW

RI�WKLV�VWXG\�

7KH�UHVW�RI�WKLV�FKDSWHU�ZLOO�EH�WDNHQ�XS�ZLWK�EULHI�UHYLHZV�RI�WKH�EDUJDLQLQJ�SURFHVV�DQG�WKH��SDUW�

GHFLVLRQV�WKDW�ZHUH�WDNHQ�LQ�UHVSHFW�RI�HDFK�RI�WKH�IRXU�FKRVHQ�WRSLFV��7DEOHV�ZLOO�VKRZ�KRZ�WKH

VWDQGSRLQWV�RI�WKH�YDULRXV�DFWRUV�SURJUHVVHG�RYHU�WLPH��:H�ZLOO�WKHQ�EULHIO\�GHVFULEH�WKH�EDUJDLQLQJ

SURFHVV�DQG�VD\�KRZ�PXFK�LQIOXHQFH�WKH�GLIIHUHQW�DFWRUV�KDG�RQ�WKH�UHVXOW��:H�ZLOO�EH�XVLQJ�D�ILYH�SRLQW

VFDOH�UDQJLQJ�IURP�QR�LQIOXHQFH��D�VPDOO�LQIOXHQFH��VRPH�LQIOXHQFH��ODUJH�LQIOXHQFH�WR�YHU\�ODUJH

LQIOXHQFH��:H�ZLOO�EULHIO\�VXPPDULVH�WKH�FRQFOXVLRQV�RI�WKH�LQIOXHQFH�DQDO\VLV�DW�WKH�HQG�RI�WKH�FKDSWHU�

��� &KLOG�FDUH

6LQFH�WKH������QHJRWLDWLRQV�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�KDV�LQFOXGHG�WKH�SURYLVLRQ

�$UWLFOH�;�����WKDW�HPSOR\HHV�FDQ�DSSO\�WR�WKH�HPSOR\HU�IRU�FKLOG�FDUH�XS�WR�WKH�DJH�RI�����7KH

HPSOR\HUV�PXVW�SD\�D�FRQWULEXWLRQ�IRU�WKLV�LQ�DFFRUGDQFH�ZLWK�WKH�:96�WDEOH��7KH�RWKHU�FRVWV�ZLOO�EH

SDLG�IRU�RXW�RI�D�FKLOG�FDUH�IXQG�IRU�ZKLFK�HPSOR\HUV�DQG�HPSOR\HHV�VHW�DVLGH������RI�WKH�ZDJHELOO�

7KH�VFKHPH�LV�IRU�FKLOGUHQ�WR�EH�FDUHG�IRU�LQ�FKLOGPLQGHU�IDPLOLHV��,I�HPSOR\HHV�ZDQW�WR�XVH�D�GD\

QXUVHU\�WKH\�UHFHLYH�DQ�DOORZDQFH�HTXLYDOHQW�WR�WKH�DPRXQW�IRU�D�FKLOGPLQGHU��7KLV�LV�QRW�WKH�ILUVW

XQGHUWDNLQJ�WKDW�HPSOR\HUV�DQG�HPSOR\HHV�KDYH�PDGH�RQ�FKLOG�FDUH��7KH�VXEMHFW�ZDV�ILUVW�UDLVHG�GXULQJ

WKH�FROOHFWLYH�EDUJDLQLQJ�IRU�WKH�FRQWUDFW�FDWHULQJ�DJUHHPHQW�LQ������

������������������������������ �����������������

��
��

3DUHQWDO�/HDYH�$FW�������
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����� $�FKLOG�FDUH�IXQG

7KH�ILUVW�GHFLVLRQ�ZH�ZLOO�H[DPLQH�LV�WKH�XQGHUWDNLQJ�LQ�WKH�����������FROOHFWLYH�DJUHHPHQW�WKDW

HPSOR\HUV�DQG�HPSOR\HHV�ZRXOG�UHVHUYH������RI�WKH�ZDJHELOO�IRU�FKLOG�FDUH��7KLV�XQGHUWDNLQJ�ZDV

LPSOHPHQWHG�LQ�ODWHU�FROOHFWLYH�DJUHHPHQWV�LQ�WKH�IRUP�RI�DQ�DFWXDO�FKLOG�FDUH�IXQG��$�QXPEHU�RI

GLIIHUHQW�VWDQGSRLQWV�ZHUH�DSSDUHQW�GXULQJ�WKH�SURFHVV�RI�DUULYLQJ�DW�WKLV�FROOHFWLYH�DJUHHPHQW�

$�,W�LV�GHVLUDEOH�WKDW�WKH�SDUWLHV�WR�WKH�DJUHHPHQW�VKRXOG�JLYH�XQGHUWDNLQJV�RQ�FKLOG�FDUH

%�7KH�SDUWLHV�RXJKW�WR�JLYH�FRQFUHWH�XQGHUWDNLQJV�RQ�FKLOG�FDUH��LQFOXGLQJ�VHWWLQJ

��XS�D�FKLOG�FDUH�IXQG

&�7KH�SDUWLHV�ZLOO�UHVHUYH������RI�WKH�ZDJHELOO�IRU�D�FKLOG�FDUH�IXQG

'�7KH�SDUWLHV�ZLOO�PDNH����FKLOG�FDUH�SODFHV�DYDLODEOH�
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7DEOH���$FWRUV�DQG�WKHLU�VWDQGSRLQW�RQ�FKLOG�FDUH

W� W� W� W� W� W� W� W�

9HQHFD � � � ' ' ' ' &'

+RUHFDERQG�)19 $ $ % % %& %& %& &'

,QGXVWULH�� HQ

9RHGLQJVERQG

&19

� $ % % %& %& %& &'

W�� �VSULQJ�������ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQW�

W�� �DXWXPQ�������ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQW�

W�� �-DQXDU\�������HPSOR\HH�SURSRVDOV�

W�� �ILUVW�EDUJDLQLQJ�URXQG�����

W�� �VHFRQG�EDUJDLQLQJ�URXQG�����

W�� �WKLUG�EDUJDLQLQJ�URXQG�����

W�� �IRXUWK�EDUJDLQLQJ�URXQG�����

W�� �ILIWK��DQG�ILQDO��EDUJDLQLQJ�URXQG�����

7KH�VXEMHFW�RI�FKLOG�FDUH�ZDV�LQWURGXFHG�MRLQWO\�LQWR�WKH�QHJRWLDWLRQV�E\�+RUHFDERQG�)%9�DQG

,QGXVWULH��HQ�9RHGLQJVERQG�&19��ERWK�RI�ZKRP�KDG�OHW�LW�EH�NQRZQ�HDUOLHU�WKDW�WKH\�FRQVLGHUHG�LW

GHVLUDEOH�WR�FUHDWH�FKLOG�FDUH�IDFLOLWLHV��7KH�XQLRQV�PDGH�D�FRQFUHWH�SURSRVDO�WR�WKLV�HIIHFW��ZKHUHE\�WKH

HPSOR\HU�ZRXOG�RIIHU�FKLOG�FDUH�GXULQJ�ZRUNLQJ�KRXUV�IRU�FKLOGUHQ�DJHG�IURP�VL[�ZHHNV�WR�WZHOYH��7KH

HPSOR\HU�ZRXOG�SD\�WKH�FRVWV�RXW�RI�D�FKLOG�FDUH�IXQG�WKDW�ZDV�WR�EH�VHW�XS�DQG�WKH�PRVW�WKH\�ZRXOG

DVN�RI�SDUHQWV�ZRXOG�EH�D�FRQWULEXWLRQ�DFFRUGLQJ�WR�WKH�UDWHV�ODLG�GRZQ�E\�JRYHUQPHQW��7KH�HPSOR\HUV¶

UHVSRQVH�GXULQJ�WKH�ILUVW�EDUJDLQLQJ�URXQG�ZDV�WR�SURSRVH�WKDW�HLJKW\�WR�D�KXQGUHG�FKLOG�FDUH�SODFHV

VKRXOG�EH�PDGH�DYDLODEOH�FHQWUDOO\��'XULQJ�WKH�VHFRQG�URXQG�WKH�HPSOR\HHV�SURSRVHG�WKDW������RI�WKH

ZDJHELOO�VKRXOG�EH�VHW�DVLGH�IRU�D�FKLOG�FDUH�IXQG��$IWHU�ERWK�SDUWLHV�KDG�UHLWHUDWHG�WKHLU�VWDQGSRLQW�D

QXPEHU�RI�WLPHV�DJUHHPHQW�ZDV�UHDFKHG�DW�WKH�ILIWK�VHVVLRQ��WKH�HPSOR\HUV�ZRXOG�PDNH����FKLOG�FDUH

SODFHV�DYDLODEOH�RQ�WKH�EDVLV�RI������RI�WKH�ZDJHELOO��3DUHQWV�ZRXOG�SD\�D�FRQWULEXWLRQ�DFFRUGLQJ�WR�WKH

:96�WDEOH��5HVHDUFK�ZRXOG�EH�FDUULHG�RXW�LQWR�WKH�W\SH�RI�IDFLOLW\�DQG�WKH�H[WHQW�RI�WKH�GHPDQG�

:KDW�LV�VWULNLQJ�DERXW�WKHVH�GLVFXVVLRQV�LV�WKDW�QR�RQH�KDG�D�QHJDWLYH�VWDQGSRLQW�RQ�FKLOG�FDUH��7KH

SDUWLHV�HLWKHU�KDG�QR�VWDQGSRLQW�DW�DOO�RQ�WKH�VXEMHFW�RU�WKH\�ZHUH�LQ�IDYRXU�RI�FKLOG�FDUH�DQG�SXWWLQJ

IRUZDUG�PRUH�RU�OHVV�FRQFUHWH�SURSRVDOV�RQ�KRZ�WR�DFKLHYH�LW��7KHUH�ZDV�VHHPLQJO\�D�ODUJH�GHJUHH�RI

FRQVHQVXV�GXULQJ�WKHVH�QHJRWLDWLRQV�RQ�WKH�GHVLUDELOLW\�RI�WDNLQJ�PHDVXUHV�WR�SURYLGH�FKLOG�FDUH��7KH

RQO\�GHEDWH�ZDV�DERXW�KRZ��LQ�PRUH�RU�OHVV�FRQFUHWH�WHUPV��LW�ZRXOG�EH�LPSOHPHQWHG��7KH�QHJRWLDWHG

RXWFRPH�ZDV�D�FRPSURPLVH�EHWZHHQ�WKH�HPSOR\HU�DQG�HPSOR\HH�SURSRVDOV��$OO�WKH�EDUJDLQLQJ�SDUWLHV
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KDG�DQ�LQIOXHQFH�RQ�WKH�RXWFRPH��:H�FDQ�DWWULEXWH�WKH�PRVW�LQIOXHQFH�WR�WKH�XQLRQV��7KH\�LQWURGXFHG�WKH

VXEMHFW�LQWR�WKH�QHJRWLDWLRQV�DQG�PDGH�WKH�ILUVW�FRQFUHWH�WH[WXDO�SURSRVDOV��$OWKRXJK�LW�LV�WUXH�WR�VD\

WKDW�WKHVH�GLG�QRW�DOO�DSSHDU�LQ�WKH�ILQDO�WH[W�RI�WKH�DJUHHPHQW��WKH�GHWDLOHG�QDWXUH�RI�WKHLU�SURSRVDOV

SURPSWHG�WKH�HPSOR\HUV�WR�FRPH�XS�ZLWK�FRQFUHWH�FRXQWHUSURSRVDOV�

+RUHFDERQG�)19�KDG�WKH�ODUJHVW�VKDUH�LQ�IRUPXODWLQJ�WKH�HPSOR\HH�SURSRVDOV��,W�HPHUJHG�IURP�WDONLQJ

WR�YDULRXV�SHRSOH�LQYROYHG�WKDW�XS�XQWLO������,QGXVWULH��HQ�9RHGLQJVERQG�&19�KDG�SOD\HG�D�IDLUO\

SDVVLYH�UROH�DW�WKH�SUH�EDUJDLQLQJ�VWDJH��7KDW�LV�DOVR�DSSDUHQW�IURP�WKH�IDFW�WKDW�+RUHFDERQG�)19

WDEOHG�WKH�SURSRVDOV�³DOVR�RQ�EHKDOI�RI�WKH�,QGXVWULH��HQ�9RHGLQJVERQG�&19´��2Q�WKH�RWKHU�KDQG��WKH

IDFW�WKDW�WKH�WZR�XQLRQV�MRLQWO\�IRUPXODWHG�WKH�SURSRVDOV�OHQW�WKHP�DGGHG�VWUHQJWK�LQ�WKH�EDUJDLQLQJ

SURFHVV��:H�WKHUHIRUH�DWWULEXWH�+RUHFDERQG�)19�D�YHU\�ODUJH�LQIOXHQFH�DQG�,QGXVWULH��HQ

9RHGLQJVERQG�&19�VRPH�LQIOXHQFH��:H�FDQ�DWWULEXWH�9HQHFD��WKH�HPSOR\HUV¶�RUJDQLVDWLRQ��D�ODUJH

LQIOXHQFH�RQ�WKH�ILQDO�FKLOG�FDUH�SURYLVLRQ��7KH�SURSRVDO�IRU����FKLOG�FDUH�SODFHV�PD\�ZHOO�KDYH�EHHQ

IRUPXODWHG�LQ�UHVSRQVH�WR�WKH�XQLRQ�SURSRVDOV�EXW�LW�ZDV�LQFOXGHG�LQ�WKH�ILQDO�WH[W��0RUHRYHU��WKH

HPSOR\HUV�HQVXUHG�WKDW�D�PRUH�FRQFUHWH�HODERUDWLRQ�RI�WKH�VFKHPH��W\SH�RI�FDUH��DJH�OLPLW��WLPHV��ZDV

RPLWWHG�DQG�UHSODFHG�ZLWK�UHVHDUFK�LQWR�KRZ�WKH�VFKHPH�VKRXOG�EH�LPSOHPHQWHG�

7KH�VL]H�RI�WKH�FKLOG�FDUH�IXQG�UHPDLQHG�XQFKDQJHG�GXULQJ�VXEVHTXHQW�FROOHFWLYH�EDUJDLQLQJ��$OWKRXJK

WKH�HPSOR\HUV�SURSRVHG�OLPLWLQJ�GLVEXUVHPHQWV�IURP�WKH�IXQG�DV�PXFK�DV�SRVVLEOH�GXULQJ�WKH�����

QHJRWLDWLRQV��WKH\�OHW�WKLV�GURS�ZKHQ�LW�EHFDPH�DSSDUHQW�WKH\�QHHG�QRW�PDNH�DQ\�FRQWULEXWLRQ

WKHPVHOYHV�RWKHU�WKDQ�WKH�SHUFHQWDJH�RI�WKH�ZDJHELOO��+RUHFDERQG�)19�GLG�VXJJHVW�UDLVLQJ�WKH

FRQWULEXWLRQ�WR�WKH�IXQG�DV�DQ�LWHP�IRU�WKH������QHJRWLDWLRQV�EXW�H[WHQVLRQ�RI�WKH�����������DJUHHPHQW

PHDQW�WKDW�LW�QR�ORQJHU�DSSHDUHG�RQ�WKH�EDUJDLQLQJ�DJHQGD�

:H�ZLOO�QRW�EH�UHWXUQLQJ�WR�WKH�GHFLVLRQ�RQ�WKH�QXPEHU�RI�SODFHV�WR�EH�FUHDWHG��2XU�PDLQ�UHDVRQ�IRU

GRLQJ�VR�LV�WKDW�DOOXVLRQ�WR�WKH�QXPEHU�RI�FKLOG�FDUH�SODFHV�GXULQJ�ODWHU�EDUJDLQLQJ�URXQGV�ZDV�QRW

UHIOHFWHG�LQ�WKH�WH[W�RI�WKH�FROOHFWLYH�DJUHHPHQW��7KH�OLPLWV�WR�SURYLVLRQ�KDYH�DOZD\V�EHHQ�GHWHUPLQHG�E\

WKH�VL]H�RI�WKH�FKLOG�FDUH�IXQG�DQG�ZKHQ�WKHUH�ZDV�D�VZLWFK�WR�FKLOGPLQGHUV�UDWKHU�WKDQ�GD\�QXUVHULHV�LW

ZDV�SRVVLEOH�WR�KDYH�PRUH�SODFHV�IRU�WKH�VDPH�DPRXQW�

����� &KLOG�FDUH�E\�FKLOGPLQGHUV

7KH�����������FROOHFWLYH�DJUHHPHQW�VWDWHV�WKDW�FKLOG�FDUH�ZLOO�EH�SURYLGHG�E\�FKLOGPLQGHUV��3DUHQWV

SD\�D�FRQWULEXWLRQ�DFFRUGLQJ�WR�WKH�:96�WDEOH�DQG�WKH�UHVW�RI�WKH�FRVW�ZLOO�FRPH�RXW�RI�WKH�FKLOG�FDUH

IXQG�LQWR�ZKLFK�HPSOR\HUV�DQG�HPSOR\HHV�SD\������RI�WKH�ZDJHELOO��(PSOR\HHV�ZKR�SUHIHU�WR�XVH�D�GD\

QXUVHU\�ZLOO�EH�UHLPEXUVHG�E\�QR�PRUH�WKDQ�WKH\�ZRXOG�KDYH�UHFHLYHG�IRU�FKLOGPLQGHU�FDUH��:KHQ�WKH

FKLOG�FDUH�IXQG�LV�XVHG�XS�QR�IXUWKHU�UHLPEXUVHPHQW�LV�SRVVLEOH�
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7KH�FKRLFH�RI�FKLOGPLQGLQJ�ZDV�DUULYHG�DW�LQ�WKH�FRQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH¶V�FKLOG�FDUH�ZRUNLQJ

SDUW\�DW�WKH�SUH�EDUJDLQLQJ�VWDJH�LQ������DQG�������7KH�YDULRXV�SDUWLHV�DGRSWHG�WKH�IROORZLQJ

VWDQGSRLQWV�

$�3DUWLHV�PXVW�OLPLW�WKH�RIIHU�RI�FKLOG�FDUH�DV�PXFK�DV�SRVVLEOH

%�3DUWLHV�RQO\�RIIHU�FDUH�LQ�GD\�QXUVHULHV

&�3DUWLHV�PXVW�UHVHDUFK�DOWHUQDWLYH�IRUPV�RI�FDUH�VXFK�DV�FKLOGPLQGHUV

'�3DUWLHV�PXVW�RIIHU�FDUH�E\�FKLOGPLQGHUV�DV�ZHOO�DV�LQ�GD\�QXUVHULHV

(�3DUWLHV�RQO\�RIIHU�FDUH�E\�FKLOGPLQGHUV

7DEOH����$FWRUV�DQG�WKHLU�VWDQGSRLQW�RQ�FKLOGPLQGHUV

W� W� W� W� W� W� W� W� W� W��

9HQHFD % % % $ $ & & & & (

+RUHFD�

ERQG�)19

% % % ' ' & & & ( (

,QGXVWULH�	

9RHGLQJV

ERQG�&19

% % % & & & & & & (

&KLOGFDUH

ZRUNLQJ

SDUW\

� % % % % & & ( ( (

&RQWUDFW

FDWHULQJ

-RLQW�&W�

� � & & & & & & & (

W�� �ODVW�EDUJDLQLQJ�URXQG�����

W�� �VSULQJ�������FKLOG�FDUH�ZRUNLQJ�SDUW\�

W�� �2FWREHU�������-RLQW�&RPPLWWHH�

W�� �'HFHPEHU�������EDUJDLQLQJ�SURSRVDOV�

W�� �WKLUG�EDUJDLQLQJ�URXQG�����

W�� �IRXUWK��DQG�ILQDO��EDUJDLQLQJ�URXQG�����
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W�� �-XQH�������FKLOG�FDUH�ZRUNLQJ�SDUW\�

W�� �$XJXVW�������FKLOG�FDUH�ZRUNLQJ�SDUW\�

W�� �-DQXDU\�������EDUJDLQLQJ�SURSRVDOV�

W��� �ILIWK��DQG�ILQDO��EDUJDLQLQJ�URXQG�����

7KH�GHFLVLRQ�WR�VZLWFK�IURP�FKLOG�FDUH�LQ�GD\�QXUVHULHV�WR�FDUH�E\�FKLOGPLQGHUV�ZDV�ODUJHO\�WDNHQ�ZLWKLQ

WKH� FRQWUDFW� FDWHULQJ� FKLOG� FDUH� ZRUNLQJ� SDUW\� FRPSRVHG� RI� ERWK� HPSOR\HU� DQG� HPSOR\HH

UHSUHVHQWDWLYHV��7KLV�ZRUNLQJ�SDUW\�RULJLQDWHG� IURP� WKH�XQGHUWDNLQJV�PDGH� GXULQJ� WKH� EDUJDLQLQJ� IRU

������$OWKRXJK�QRW�VWDWHG�H[SOLFLWO\�LW�KDG�EHHQ�DVVXPHG�IURP�WKH�RXWVHW�WKDW�FKLOG�FDUH�ZRXOG�WDNH�WKH

IRUP� RI� GD\� QXUVHU\� SODFHV�� ,Q� WKH� VSULQJ� RI� ����� WKH� ZRUNLQJ� SDUW\� FRQGXFWHG� D� WHOHSKRQH� VXUYH\

DPRQJ�WKH�YDULRXV�FRPSDQLHV�WR�HVWDEOLVK�WKH�OHYHO�RI�LQWHUHVW�LQ�FKLOG�FDUH�� ,W�EHFDPH�DSSDUHQW� LQ� WKH

DXWXPQ� WKDW� WKH� LQWHUHVW� H[SUHVVHG� ZLWKLQ� WKH� ILUPV� KDG� EHHQ� OHVV� WKDQ� DQWLFLSDWHG�� $W� WKH� -RLQW

&RPPLWWHH�RQ���2FWREHU�0U��.RRLMPDQ�IURP�9DQ�+HFNH�VXJJHVWHG�LQYHVWLJDWLQJ�WKH�SRVVLELOLW\�RI�XVLQJ

FKLOGPLQGHUV��+H� WKRXJKW� WKH� RSHQLQJ� KRXUV� RI� GD\� QXUVHULHV�ZRXOG� QRW� WLH� LQ�ZLWK� FRQWUDFW� FDWHULQJ

ZRUNLQJ�KRXUV��WKH�FRVW�ZRXOG�EH�UHODWLYHO\�KLJK�DQG�WRR�PXFK�WUDYHO�ZRXOG�EH�LQYROYHG��:KHQ�LQ�ODWH

�����WKH�XQLRQV�WDEOHG�WKHLU�DPHQGLQJ�SURSRVDOV�IRU�WKH�IRUWKFRPLQJ�FROOHFWLYH�EDUJDLQLQJ�+RUHFDERQG

)19� DUJXHG� WKDW� WKH� FKLOG� FDUH� VFKHPH� VKRXOG� EH� H[SDQGHG� WR� LQFOXGH� FKLOGPLQGLQJ�� ,QGXVWULH�� HQ

9RHGLQJVERQG�&19�ZDQWHG�WR�ORRN�DW�ZKDW�DGMXVWPHQWV�DQG�LPSURYHPHQWV�ZHUH�QHHGHG�LQ�WKH�FXUUHQW

VFKHPH��EXW�PDGH�QR�H[SOLFLW� UHIHUHQFH� WR�FKLOGPLQGLQJ��9HQHFD�VDLG�QRWKLQJ�DERXW� FKLOGPLQGLQJ�� EXW

VLPSO\�VWDWHG�WKDW�WKH\�ZDQWHG�WR�OLPLW�XQGHUWDNLQJV�RQ�FKLOG�FDUH�DV�PXFK�DV�SRVVLEOH�

7KH� FROOHFWLYH�EDUJDLQLQJ�EHJDQ�RQ���� -DQXDU\� ������ 7KH� HPSOR\HUV� DJDLQ� UHSHDWHG� WKHLU� VWDQGSRLQW

GXULQJ�WKH�WKLUG�URXQG�RI�EDUJDLQLQJ��VD\LQJ�WKDW�LW�ZDV�QRW�QHFHVVDU\�WR�RIIHU�FKLOG�FDUH�VLQFH�UHVHDUFK

VKRZHG� HPSOR\HHV� ZHUH� TXLWH� FDSDEOH� RI� ILQGLQJ� D� VROXWLRQ� WR� WKH� SUREOHP� WKHPVHOYHV�� 'XULQJ� WKH

IRXUWK�URXQG�WKH�HPSOR\HUV�VKRZHG�WKHPVHOYHV�SUHSDUHG�WR�FDUU\�RQ�ZLWK�WKH�FXUUHQW�FKLOG�FDUH�VFKHPH�

7KH�HPSOR\HHV�WKHQ�DJUHHG�WR�WKLV�SOXV�WKH�XQGHUWDNLQJ�WKDW�WKH�RSWLRQ�RI�XVLQJ�FKLOGPLQGHUV�ZRXOG�EH

ORRNHG�DW�LQ�PRUH�GHWDLO��,Q�-XQH������LW�HPHUJHG�WKDW�WKH�FKLOGFDUH�ZRUNLQJ�SDUW\�ZDV�WDONLQJ�WR�+RS

0DUMDQQHNH�DERXW�GHOHJDWLQJ�FKLOG�FDUH� WR� WKHLU� RUJDQLVDWLRQ��+RZHYHU� WKH�GD\�QXUVHULHV� WKH\�RIIHUHG

ZHUH� RQO\� RSHQ� EHWZHHQ� �DP� DQG� �SP� DQG� WKLV� ILWWHG� LQ� EDGO\� ZLWK� WKH� ZRUNLQJ� KRXUV� LQ� FRQWUDFW

FDWHULQJ��7KH�ZRUNLQJ�SDUW\�GHFLGHG�WR�LQYHVWLJDWH�WKH�SRVVLELOLWLHV�RI�VXSSOHPHQWLQJ� WKLV� IRUP�RI�FDUH

ZLWK� FKLOGPLQGHUV�� WKHQ� LQ� $XJXVW� WKH\� VHWWOHG� RQ� VROHO\� RIIHULQJ� FDUH� E\� FKLOGPLQGHUV�� ZKLFK

WKHRUHWLFDOO\�LV�SRVVLEOH����KRXUV�D�GD\�DQG�VHYHQ�GD\V�D�ZHHN��+RS�0DUMDQQHNH�ZRXOG�FR�RUGLQDWH�WKH

DOORFDWLRQ�RI�SODFHV��,Q�WKHLU�DPHQGLQJ�SURSRVDOV�IRU�WKH������QHJRWLDWLRQV�+RUHFDERQG�)19�FDOOHG�IRU

WKH�SURYLVLRQV� LQ� WKH� DJUHHPHQW�RQ� FKLOG� FDUH� WR� VWDWH� WKDW� WKLV�ZRXOG� WDNH� WKH� IRUP� RI� FKLOGPLQGLQJ�
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,QGXVWULH��HQ�9RHGLQJVERQG�&19�DOVR�FDOOHG�IRU�WKH�VFKHPH�WR�EH�DPHQGHG�EXW�GLG�QRW�VWDWH�H[SOLFLWO\

ZKDW� NLQG� RI� DPHQGPHQW� WKH\�PHDQW��2Q� WKH� ILQDO� GD\� RI� EDUJDLQLQJ� WKH� SDUWLHV� DJUHHG� WR� D� VFKHPH

ZKLFK� HVWDEOLVKHG� WKDW� WKH� SDUWLHV� RIIHUHG� FKLOGPLQGHU� FDUH� RQO\�� (PSOR\HHV� SD\� D� FRQWULEXWLRQ

DFFRUGLQJ�WR�WKH�:96�WDEOH��,I�WKH\�ZDQW�WR�XVH�D�GD\�QXUVHU\�WKH\�ZLOO�EH�UHLPEXUVHG�E\�QR�PRUH�WKDQ

WKH\�ZRXOG�KDYH�UHFHLYHG�IRU�FKLOGPLQGHU�FDUH�

7KH�ILQDO�SURYLVLRQV�DUH�FOHDUO\�D�FRPSURPLVH�EHWZHHQ�WKH�GLIIHUHQW�SDUWLHV¶�ZLVKHV��+RUHFDERQG�)19

ZDV�RULJLQDOO\�FDOOLQJ�IRU�FDUH�WR�EH�RIIHUHG�ERWK�WKURXJK�GD\�QXUVHULHV�DQG�FKLOGPLQGHUV�ZKLOH�9HQHFD

ZDV� VHHNLQJ� WR� OLPLW� WKH� FRVW� RI� FKLOG� FDUH� DV� PXFK� DV� SRVVLEOH�� %\� RQO\� RIIHULQJ� FKLOGPLQGLQJ� WKH

SDUWLHV�FRXOG�RIIHU�PRUH�SODFHV�IRU�WKH�VDPH�EXGJHW��(PSOR\HHV�FRXOG�VWLOO�PDNH�XVH�RI�D�GD\�QXUVHU\

EXW�RQO\�JHW�UHLPEXUVHG�ZLWK�WKH�DPRXQW�WKH\�ZRXOG�KDYH�EHHQ�DOORZHG�IRU�D�FKLOGPLQGHU��$W�ILUVW�VLJKW

LW�ZRXOG� DSSHDU� REYLRXV� WKDW� WKH�PRVW� LQIOXHQFH� LV� DWWULEXWDEOH� WR� ,QGXVWULH�� HQ� 9RHGLQJVERQG� &19

VLQFH�WKLV�XQLRQ¶V�PLGGOH�RI�WKH�URDG�VWDQGSRLQW�ZDV�DOZD\V�WKH�FORVHVW�WR�WKH�HQG�UHVXOW��7KLV�ZRXOG�EH

LQFRUUHFW� VLQFH� WKH\� GLG� QRW� KDYH� D� UHSUHVHQWDWLYH� RYHU� WKLV� SHULRG� RQ� WKH� FKLOG� FDUH� ZRUNLQJ� SDUW\�

ZKLFK� ZDV� ZKHUH� WKH� VFKHPH� ZDV� ODUJHO\� GHYHORSHG�� +RUHFDERQG� )19� DQG� 9HQHFD� FHUWDLQO\� ERWK

H[HUFLVHG�D�YHU\�ODUJH�LQIOXHQFH�ZLWKLQ�WKLV�ZRUNLQJ�SDUW\�EXW�EDODQFHG�RQH�DQRWKHU�RXW�ZLWK�WKHLU�PRUH

RSSRVLQJ�VWDQGSRLQWV��,W�ZDV�DQ�HPSOR\HU�ZKR�ILUVW�IORDWHG�WKH�SRVVLELOLW\�RI�LQYHVWLJDWLQJ�FKLOGPLQGLQJ

LQ� WKH� FRQWUDFW� FDWHULQJ� -RLQW�&RPPLWWHH��+RZHYHU�9HQHFD�� DV� WKH� HPSOR\HUV¶� RUJDQLVDWLRQ�� IDLOHG� WR

DGRSW�WKH�LGHD�LQ�WKHLU�SURSRVHG�FKDQJHV��,W�ZDV�LQ�IDFW�+RUHFDERQG�)19�WKDW�SLFNHG�LW�XS�DQG�FDOOHG

IRU�LW�WR�EH�LQFOXGHG�LQ�WKH�EDUJDLQLQJ�SURSRVDOV�DORQJVLGH�FDUH�LQ�GD\�QXUVHULHV���D�VROXWLRQ�ZKLFK�OHIW

WKH�HPSOR\HHV�FRQVLGHUDEOH�IUHHGRP�RI�FKRLFH�EXW�ZKLFK�DSSHDUHG�WR�WKH�HPSOR\HUV�WR�EH�WRR�H[SHQVLYH

VLQFH�WKH�SULFH�RI�D�GD\�QXUVHU\�ZRXOG�WKHQ�GHWHUPLQH�WKH�QRUP��%\�GHFLGLQJ�RQO\�WR�RIIHU�FKLOGPLQGHU

FDUH�WKH�FRQWULEXWLRQ�SHU�HPSOR\HH�FRXOG�EH�EURXJKW�GRZQ�FRQVLGHUDEO\��:H�FDQ�WKXV�DWWULEXWH�D�ODUJH

LQIOXHQFH� WR� ERWK� +RUHFDERQG� )19� DQG� 9HQHFD� RQ� WKH� GHFLVLRQ� RQO\� WR� RIIHU� FKLOGPLQGLQJ�� ZKLOH

,QGXVWULH��HQ�9RHGLQJVERQG�&19�FDQ�EH�VDLG�WR�KDYH�H[HUFLVHG�D�VPDOO�LQIOXHQFH�

����� &DUH�IRU�FKLOGUHQ�XS�WR�WKH�DJH�RI�WZHOYH

,Q� WKH� ���������� FROOHFWLYH� DJUHHPHQW� WKH� DJH�OLPLW� IRU� FKLOG� FDUH� ZDV� VHW� DW� WZHOYH�� 7KDW� PHDQV

SURYLGLQJ� GD\� FDUH� IRU� SUH�VFKRRO� FKLOGUHQ� �DJHG� �� WR� ��� DQG� SUH�� DQG� DIWHU�VFKRRO� FDUH� IRU� SULPDU\

VFKRRO�FKLOGUHQ��DJHG���WR������7KLV�PDUNV�WKH�FRQFOXVLRQ�RI�D�GHEDWH�ZKLFK�KDG�EHHQ�UXQQLQJ�VLQFH�WKH

ILUVW� PHQWLRQ� RI� FKLOG� FDUH� LQ� WKH� SURSRVDOV�� 'XULQJ� WKH� EDUJDLQLQJ� LQ� ����� +RUHFDERQG� )19� DQG

,QGXVWULH��HQ�9RHGLQJVERQG�&19�WDEOHG� WKH�SURSRVDO� WR�RIIHU�FKLOG�FDUH�IRU�FKLOGUHQ�XS� WR� WKH�DJH�RI
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WZHOYH�� +RZHYHU� WKH� DJH�OLPLW� ZDV� OHIW� RSHQ� LQ� WKH� ILQDO� WH[W� RI� WKH� FROOHFWLYH� DJUHHPHQW�� 7KH� -RLQW

&RPPLWWHH¶V�FKLOG�FDUH�ZRUNLQJ�SDUW\�FRQVLVWLQJ�RI�UHSUHVHQWDWLYHV�IURP�ERWK�VLGHV�ZDV�DVNHG�WR�ZRUN

XS� WKH� VFKHPH�� $W� LWV� ILUVW� PHHWLQJ� LQ� 'HFHPEHU� ����� WKH� ZRUNLQJ� SDUW\� GHFLGHG� SURYLVLRQDOO\� WR

FRQFHQWUDWH�RQ�FKLOGUHQ�XS�WR�WKH�DJH�RI�IRXU�

7KH� TXHVWLRQ� RI� WKH� DJH�OLPLW� IRU� FKLOG� FDUH� ZDV� QRW� H[SOLFLWO\� UDLVHG� DV� VXFK� GXULQJ� WKH� ����

EDUJDLQLQJ��7KH�SDUWLHV�GHFLGHG�WR�FRQWLQXH�ZLWK�WKH�FKLOG�FDUH�SURYLVLRQ�DV�LW�VWRRG�DQG�WR�LQYHVWLJDWH

WKH�SRVVLELOLW\�RI�XVLQJ�FKLOGPLQGHUV��,Q�WKH�VXPPHU�DQG�DXWXPQ�RI������WKH�FKLOG�FDUH�ZRUNLQJ�SDUW\

KHOG�GLVFXVVLRQV�ZLWK�+RS�0DUMDQQHNH�RQ� FRQWUDFWLQJ� WKH� FKLOG� FDUH� VFKHPH�RXW� WR� WKLV� RUJDQLVDWLRQ�

DQG�KDYLQJ�FRQVXOWHG� WKHP�GHFLGHG� WR�FKDQJH� WR�FKLOGPLQGHU�FDUH��7KH�FKLOGPLQGHU�VFKHPH�FDPH� LQWR

RSHUDWLRQ�RQ���1RYHPEHU������DQG�DSSOLHG�WR�FKLOGUHQ�XS�WR�DQG�LQFOXGLQJ�IRXU�\HDUV�RI�DJH�

,Q�-DQXDU\������WKH�XQLRQV�GUHZ�XS�WKHLU�DPHQGLQJ�SURSRVDOV�IRU�WKH������FROOHFWLYH�DJUHHPHQW��$W�WKH

UHTXHVW� RI� LWV� QDWLRQDO� ZRPHQ¶V� FRPPLWWHH� +RUHFDERQG� )19� SURSRVHG� WKDW� WKH� DJH�OLPLW� VKRXOG� EH

UDLVHG�IURP���WR�����WKDW�WKHUH�VKRXOG�EH�D�VZLWFK�WR�FKLOGPLQGLQJ�DQG�WKDW�WKH�QXPEHU�RI�SODFHV�VKRXOG

EH�LQFUHDVHG�IURP����WR������,QGXVWULH��HQ�9RHGLQJVERQG�&19�DOVR�DUJXHG�WKDW�WKH�VFKHPH�VKRXOG�EH

DPHQGHG�EXW�RPLWWHG�WR�VSHOO�RXW�ZKDW�IRUP�WKHVH�DPHQGPHQWV�VKRXOG�WDNH��9HQHFD��IRU�WKH�HPSOR\HUV�

ZDQWHG�WR�VFUDS�WKH�HPSOR\HU�FRQWULEXWLRQ�DQG�OLPLW�WKH�FRQWULEXWLRQ�IURP�WKH�FKLOG�FDUH�IXQG�EXW�VDLG

QRWKLQJ�DERXW�WKH�DJH�OLPLW��7KH�QRWLRQ�RI�D�VHSDUDWH�HPSOR\HU�FRQWULEXWLRQ�ZDV�LQ�IDFW�VFUDSSHG�LQ�WKH

FRXUVH� RI� WKH� QHJRWLDWLRQV�� EXW� WKH� HPSOR\HUV� ZHUH� FRQVHTXHQWO\� SUHSDUHG� WR� FRQWLQXH� ZLWK� WKH

FRQWULEXWLRQ� RI� ����� RI� WKH� ZDJHELOO� IRU� WKH� FKLOG� FDUH� IXQG�� +RUHFDERQG� )19� WKHQ� ZLWKGUHZ� WKH

SURSRVDO� WR� LQFUHDVH� WKH�QXPEHU�RI�FKLOG�FDUH�SODFHV�EXW�PDLQWDLQHG� WKHLU�SRVLWLRQ�RQ�UDLVLQJ� WKH�DJH�

OLPLW��6LQFH�WKH�SDUWLHV�KDG�GHFLGHG�LQ�WKH�PHDQWLPH�WR�RSW�IRU�FKLOGPLQGLQJ�LW�ZRXOG�EH�SRVVLEOH�WR�KDYH

PRUH�SODFHV�IRU�WKH�VDPH�EXGJHW��7KLV�WKHQ�PHDQW�WKDW�WKHUH�ZHUH�QR�ILQDQFLDO�FRQVHTXHQFHV�DWWDFKHG�WR

UDLVLQJ�WKH�DJH�OLPLW�VR�LW�ZDV�UHDGLO\�DJUHHG�WR�GR�VR�

+HUH� YHU\� ODUJH� LQIOXHQFH� LV� DWWULEXWDEOH� WR� +RUHFDERQG� )19�� %\� LQFOXGLQJ� LW� LQ� WKHLU� DPHQGLQJ

SURSRVDOV�IRU������DQG������WKH\�JRW�WKH�VXEMHFW�RQ�WKH�DJHQGD�RQ�WZR�RFFDVLRQV��7KH������SURSRVDOV

ZHUH� IRUPXODWHG�RQ�EHKDOI� RI� WKH� ,QGXVWULH�� HQ�9RHGLQJVERQG�&19� DV�ZHOO�� EXW� LQ� WKH� SHULRG� EHIRUH

�����WKH�&19�XQLRQ�SOD\HG�D�IDLUO\�SDVVLYH�UROH�DW�WKH�SUH�EDUJDLQLQJ�VWDJH��1RU�GLG�WKH\�UHWXUQ�WR�WKH

VXEMHFW� LQ� WKH� DPHQGLQJ� SURSRVDOV�ZKLFK� WKH\� IRUPXODWHG� RQ� WKHLU� RZQ� DIWHU� ������'XULQJ� WKH� ����

EDUJDLQLQJ�+RUHFDERQG�)19�ZDV�WKHUHIRUH�WKH�RQO\�RQH�WR�FDOO�IRU�WKH�DJH�OLPLW�WR�EH�UDLVHG�WR�WZHOYH�

7KH� RWKHU� SDUWLHV� DJUHHG� WR� WKLV� EHFDXVH� LW� ZDV� FOHDU� WKDW� UDLVLQJ� WKH� DJH�OLPLW� ZRXOG� QRW� LQFXU� DQ\

DGGLWLRQDO� FRVWV�� ,W� ZDV� QR� JUHDW� VDFULILFH� WR� JLYH� LQ� RQ� WKLV� SRLQW�� +HUH� ZH� FDQ� DWWULEXWH� D� VPDOO

LQIOXHQFH�WR�ERWK�9HQHFD�RQ�WKH�SDUW�RI�WKH�HPSOR\HUV�DQG�,QGXVWULH��HQ�9RHGLQJVERQG�&19�



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

7KH�ILQDO�VFKHPH�WR�SURYLGH�FDUH�E\�FKLOGPLQGHUV�IRU�FKLOGUHQ�IURP���WR����KDV�SURYHG�D�VXFFHVV��7KH

GHPDQG�IRU�SODFHV�ZLWK�FKLOGPLQGHUV�KDV�ULVHQ�VWHDGLO\�RYHU�WKH�\HDUV�DQG�FXUUHQWO\�H[FHHGV�VXSSO\��,Q

���������HPSOR\HHV�UHFHLYHG�SD\PHQWV� IURP�WKH�FKLOG�FDUH�IXQG�IRU�VWD\V�ZLWK�FKLOGPLQGLQJ�IDPLOLHV

IRU�DQ�DYHUDJH�RI�WKUHH�GD\V�D�ZHHN�

��� 3DUHQWDO�OHDYH

7KH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�FRQWDLQV�WKH�SURYLVLRQ�WKDW�HPSOR\HHV�FDQ�WDNH�XQSDLG�OHDYH

IRU�DQ�XQEURNHQ�SHULRG�RI�XS�WR�VL[�PRQWKV�WR�FDUH�IRU�D�FKLOG�XS�WR�WKH�DJH�RI�IRXU��7KLV�IRUP�RI�OHDYH

LV� WR� EH� WDNHQ� IRU� WKH� HQWLUH� ZRUN�WLPH�� 7KH� HPSOR\HUV� ZLOO� FRQWLQXH� WR� SD\� WKH� SHQVLRQ� SUHPLXP

SURYLGHG�WKH�HPSOR\HH�FDUULHV�RQ�ZRUNLQJ�IRU� WKH�FRPSDQ\�IRU�DW� OHDVW�VL[�PRQWKV�DIWHU� WKH� OHDYH�KDV

HQGHG��7KLV�SURYLVLRQ�ZDV�DJUHHG�GXULQJ�WKH�FROOHFWLYH�EDUJDLQLQJ�LQ�������$OWKRXJK�+RUHFDERQG�)19

DQG�,QGXVWULH�HQ�9RHGLQJVERQG�&19�WKHUHDIWHU�SHUVLVWHQWO\�WDEOHG�SURSRVDOV�IRU�D�VFKHPH�RI��SDUW��SDLG

SDUHQWDO�OHDYH��WKH�SURYLVLRQ�KDV�UHPDLQHG� WKH�VDPH�VLQFH�������'XULQJ� WKH�SURFHVV�RI�DUULYLQJ�DW� WKH

SURYLVLRQ�WKH�SDUWLHV�DGRSWHG�WKH�IROORZLQJ�VWDQGSRLQWV�

$�1R�VL[�PRQWKV¶�XQSDLG�OHDYH�EHFDXVH�RI�WKH�SHQVLRQ�EUHDN�DQG�WKH�ULVNV�WR�VRFLDO�VHFXULW\

%�1R�VL[�PRQWKV¶�XQSDLG�OHDYH�EHFDXVH�RI�WKH�ULVNV�WR�VRFLDO�VHFXULW\

&�2QH�PRQWK¶V�XQSDLG�OHDYH

'�6L[�PRQWKV¶�XQSDLG�OHDYH

(�2QH�WR�VL[�PRQWKV¶�XQSDLG�OHDYH�ZLWK�WKH�HPSOR\HU�FRQWLQXLQJ�WR�SD\�WKH�SHQVLRQ�SUHPLXP

)�2QH�WR�VL[�PRQWKV¶�XQSDLG�OHDYH�ZLWK�FRQWLQXHG�SD\PHQW�RI�WKH�SHQVLRQ�SUHPLXP�DQG

�LQIRUPDWLRQ�DERXW�WKH�VRFLDO�VHFXULW\�ULVNV�
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7DEOH����$FWRUV�DQG�WKHLU�VWDQGSRLQW�RQ�SDUHQWDO�OHDYH

W� W� W� W� W� W� W�

9HQHFD � ' ' ( ( ) )

+RUHFDERQG�)19 � � $ % & ) )

,QGXVWULH�� HQ

9RHGLQJVERQG�&19

� � $ % & ) )

W�� �-DQXDU\�������HPSOR\HU�SURSRVDOV�

W�� �ILUVW�EDUJDLQLQJ�URXQG�������HPSOR\HU�SURSRVDOV�

W�� �VHFRQG�EDUJDLQLQJ�URXQG�����

W�� �WKLUG�EDUJDLQLQJ�URXQG�����

W�� �IRXUWK�EDUJDLQLQJ�URXQG�����

W�� �ILIWK�EDUJDLQLQJ�URXQG�����

W�� �VL[WK��DQG�ILQDO��EDUJDLQLQJ�URXQG�����

7KH�EDUJDLQLQJ�RXWFRPH�LV�D�FOHDU�FRPSURPLVH�EHWZHHQ�WKH�HPSOR\HUV¶�DQG�HPSOR\HHV¶�ZLVKHV��'XULQJ

WKH�ILUVW�EDUJDLQLQJ�VHVVLRQ�9HQHFD��IRU�WKH�HPSOR\HUV��WDEOHG�WKH�SURSRVDO�IRU�VL[�PRQWKV¶�XQSDLG�OHDYH

WR� FDUH� IRU� D� FKLOG�� +RUHFDERQG� )19� DQG� ,QGXVWULH�� HQ� 9RHGLQJVERQG� &19� ZHUH� QRW� WHUULEO\

HQWKXVLDVWLF� LQ� WKHLU� UHVSRQVH� DW� WKH� QH[W� VHVVLRQ�� WKH\� IHOW� WKDW� HPSOR\HHV� ZRXOG� ORVH� WKHLU� SHQVLRQ

ULJKWV�DQG�FODLPV�RQ�VRFLDO� VHFXULW\� �VXFK� DV� VLFNQHVV�EHQHILW�� LI� WKH\� WRRN� WLPH�RII�ZRUN� FRPSOHWHO\�

7KH�HPSOR\HUV�JUDGXDOO\�PDQDJHG�WR�JHW�URXQG�WKHVH�REMHFWLRQV��'XULQJ�WKH�WKLUG�URXQG�WKH\�SURSRVHG

FRYHULQJ�WKH�FRVW�RI�WKH�SHQVLRQ�EUHDN�WKHPVHOYHV�DQG�LQ�WKH�ILIWK�URXQG�WKH\�DJUHHG�WR�VXSSO\�VXIILFLHQW

LQIRUPDWLRQ�DERXW�WKH�VRFLDO�VHFXULW\�ULVNV��7KH�HPSOR\HHV�KDG�DOUHDG\�DJUHHG�WR�RQH�PRQWK¶V�OHDYH�DW

WKH�IRXUWK�VHVVLRQ�EHFDXVH�VRFLDO�VHFXULW\�ZRXOG�QRW�EH�DW�ULVN��$W�WKH�ILIWK�VHVVLRQ�ERWK�VLGHV�DJUHHG�WR

D� SURYLVLRQ� SHUPLWWLQJ� SDUHQWDO� OHDYH� IRU� QR� OHVV� WKDQ� RQH� PRQWK� DQG� QR� PRUH� WKDQ� VL[� PRQWKV�

(PSOR\HUV�SD\�IRU�WKH�SHQVLRQ�EUHDN�DQG�IXUQLVK�LQIRUPDWLRQ�DERXW�WKH�VRFLDO�VHFXULW\�ULVNV��(PSOR\HHV

ZKR�ILQG�WKHVH�ULVNV�WRR�JUHDW�FDQ�WKXV�UHVWULFW�WKHLU�OHDYH�WR�MXVW�RQH�PRQWK�

7KH�LQLWLDWLYH�IRU�D�SURYLVLRQ�RQ�WKLV�VXEMHFW�FDPH�IURP�WKH�HPSOR\HUV�WR�ZKRP�ZH�WKHUHIRUH�DWWULEXWH�D

YHU\� ODUJH� LQIOXHQFH�� +RZHYHU� 9HQHFD¶V� SURSRVDO� ZDV� QRW� YHU\� ZHOO� GHYHORSHG�� 7KH� XQLRQV� WKHQ

HQVXUHG�WKDW�HPSOR\HUV�ZRXOG�SD\�IRU�WKH�SHQVLRQ�EUHDN�GXULQJ�WLPH�RII�DQG�VXSSO\�LQIRUPDWLRQ�RQ�WKH

VRFLDO�VHFXULW\�ULVNV��0RUHRYHU��HPSOR\HHV�ZKR�ILQG�WKHVH�ULVNV�WRR�JUHDW�FDQ�DOVR�RSW�WR�WDNH�MXVW�RQH

PRQWK¶V� OHDYH�� %HFDXVH� RI� WKHVH� DGMXVWPHQWV� ZH� FDQ� VD\� WKDW� +RUHFDERQG� )19� DQG� ,QGXVWULH�� HQ

9RHGLQJVERQG�&19�WRJHWKHU�H[HUFLVHG�D� ODUJH� LQIOXHQFH��7KH\�DOVR�ERWK�UHJXODUO\�SURSRVHG� WKDW�SDUW

RI� WKH� SDUHQWDO� OHDYH� VKRXOG� EH� SDLG�� EXW� KDG� WR� NHHS� RQ� ZLWKGUDZLQJ� WKHVH� SURSRVDOV� GXULQJ� WKH
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EDUJDLQLQJ�SURFHVV�VLQFH� WKH�HPSOR\HUV� IHOW� WKH�KLJK�FRVWV�SXW�VXFK�D�VFKHPH�RXW�RI� ERXQGV�� ,W� LV� QRW

NQRZQ�KRZ�PDQ\�SHRSOH�D�\HDU�DYDLO�WKHPVHOYHV�RI�WKH�FXUUHQW�VFKHPH���

���� 6H[XDO�KDUDVVPHQW

6LQFH������WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�KDV�LQFOXGHG�D�JULHYDQFH�SURFHGXUH�IRU�SUHYHQWLQJ

DQG� FRPEDWLQJ� VH[XDO� KDUDVVPHQW�� 8QGHU� WKLV� SURFHGXUH� WKH� HPSOR\HU� LV� FRPPLWWHG� WR� D� SROLF\� RI

SUHYHQWLQJ� DQG� FRPEDWLQJ� VH[XDO� KDUDVVPHQW�� 7KH� HPSOR\HU� DSSRLQWV� D� UHSUHVHQWDWLYH� RQ� VH[XDO

KDUDVVPHQW�ZLWK�WKH�DSSURYDO�RI�WKH�ZRUNV�FRXQFLO��7KLV�UHSUHVHQWDWLYH�DFWV�DV�WKH�ILUVW�SRLQW�RI�FDOO�IRU

HPSOR\HHV�ZKR�KDYH�EHHQ� VXEMHFWHG� WR�XQDFFHSWDEOH�EHKDYLRXU�� FDQ� FDUU\�RXW� DQ� LQYHVWLJDWLRQ�ZKHUH

QHFHVVDU\�� DQG� KHOS� WR� ILOH� D� FRPSODLQW�� 7KH� HPSOR\HU� DOVR� VHWV� XS� D� JULHYDQFH� FRPPLWWHH� LQ

FRQVXOWDWLRQ� ZLWK� WKH� ZRUNV� FRXQFLO� WR� GHDO� ZLWK� DQ\� FRPSODLQWV�� 7KH� JULHYDQFH� SURFHGXUH� ZDV

GHYHORSHG�E\�0UV��3DVVFKLHU�� WKH�FHQWUDO� UHSUHVHQWDWLYH�IRU�FRQWUDFW�FDWHULQJ�� LQ� FRQVXOWDWLRQ�ZLWK� WKH

UHSUHVHQWDWLYHV�IURP�WKH�YDULRXV�9HQHFD�FRPSDQLHV��7KH�VXEMHFW�RI�VH[XDO�KDUDVVPHQW�ZDV�DOUHDG\�RQ

WKH�DJHQGD�LQ������ZKHQ�FROOHFWLYH�EDUJDLQLQJ�RQ�WKH�FRQWUDFW�FDWHULQJ�DJUHHPHQW�ILUVW�EHJDQ�

������ $�SURYLVLRQ�RQ�VH[XDO�KDUDVVPHQW

7KH� ILUVW� SDUW�GHFLVLRQ�ZH� DUH� JRLQJ� WR� H[DPLQH� LV� WKH� GHFLVLRQ� WR� LQFOXGH� DQ� XQGHUWDNLQJ� RQ� VH[XDO

KDUDVVPHQW�LQ�WKH�FROOHFWLYH�DJUHHPHQW��7KLV�XQGHUWDNLQJ�GDWHV�EDFN�WR�WKH�ILUVW�EDUJDLQLQJ�VHVVLRQV�RQ

D�FROOHFWLYH�DJUHHPHQW�IRU�FRQWUDFW�FDWHULQJ�LQ�������DQG�IRUPHG�WKH�EDVLV�IRU�IXUWKHU�HODERUDWLRQ�RI�WKH

SURFHGXUH�LQ�ODWHU�\HDUV�

7KH�SUHSDUDWRU\�WDONV�IRU�WKH�ILUVW�FROOHFWLYH�DJUHHPHQW�IRU�FRQWUDFW�FDWHULQJ�WRRN�SODFH�LQ�ODWH������DQG

HDUO\� ������ 1RQH� RI� WKH� EDUJDLQLQJ� SDUWLHV� PHQWLRQHG� WRSLFV� RI� DQ� HTXDO� RSSRUWXQLWLHV� QDWXUH�� ,Q

)HEUXDU\������9HQHFD��DFWLQJ�IRU�WKH�HPSOR\HUV��SXW�IRUZDUG�WKH�ILUVW�SURSRVDOV�IRU�D�SURYLVLRQ�LQ�WKH

DJUHHPHQW� UHODWLQJ� WR� WKH� SUHYHQWLRQ� RI� VH[XDO� KDUDVVPHQW�� 'XULQJ� WKH� ILUVW� GD\� RI� EDUJDLQLQJ� 9DQ

=XQGHUW�WDEOHG�D�WH[WXDO�SURSRVDO��RQ�EHKDOI�RI�9HQHFD��VWDWLQJ�WKDW�WKH�SDUWLHV�UHFRJQLVHG�WKH�ULJKW�RI

HYHU\�HPSOR\HH� WR� UHVSHFW� IRU� WKHLU� SHUVRQDO� OLIHVW\OH��7KHUH� VKRXOG�EH� VDQFWLRQV� IRU� DQ\RQH�JXLOW\�RI

VH[XDO�KDUDVVPHQW��+RUHFDERQG�)19�DQG�9RHGLQJVERQG�)19�UHVSRQGHG�RQ����0DUFK�ZLWK�DGGLWLRQDO

������������������������������ �����������������

��
��

7KH�FRQWUDFW�FDWHULQJ�-RLQW�&RPPLWWHH�NHHSV�QR�UHFRUG�RI� WKH� WDNHXS�RI� WKH�XQSDLG�SDUHQWDO� OHDYH

VFKHPH�
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WH[WXDO�SURSRVDOV�ZKHUHE\�HPSOR\HUV�ZRXOG�EH�REOLJHG� WR� IROORZ�D�SROLF\�RI� SUHYHQWLQJ�XQDFFHSWDEOH

IRUPV� RI� EHKDYLRXU�� (PSOR\HHV�ZKR� KDG� EHHQ� VXEMHFWHG� WR� EHKDYLRXU� RI� WKLV� NLQG� FRXOG� UHSRUW� WKHLU

FRPSODLQW�WR�D�FHQWUDO�SRLQW��5HSUHVHQWDWLYHV�ZRXOG�EH�WKH�ILUVW�SRLQW�RI�FDOO�IRU�D�FRPSODLQW�DQG�RIIHU

PHGLDWLRQ�DQG�VXSSRUW��2Q����0DUFK�LW�EHFDPH�DSSDUHQW�WKDW�ERWK�VLGHV�ZHUH�LQ�DJUHHPHQW�DV�UHJDUGV

LQFOXGLQJ� D� VH[XDO� KDUDVVPHQW� SURYLVLRQ� LQ� WKH� FROOHFWLYH� DJUHHPHQW�� 7KH� ILQDO� WH[W� FRQWDLQV� WKH

SURYLVLRQV�SURSRVHG�E\�9HQHFD�IRU� WKH�HPSOR\HUV��SOXV�D�SURYLVLRQ�RQ�D�VH[XDO�KDUDVVPHQW�JULHYDQFH

SURFHGXUH�� 7KLV� SURYLVLRQ� VWDWHV� WKDW� WKH� HPSOR\HU� ZLOO� DSSRLQW� D� FRQWDFW�UHSUHVHQWDWLYH� WR� ZKRP

FRPSODLQWV�FDQ�EH�UHSRUWHG�DQG�ZKR�FDQ�SURYLGH�DVVLVWDQFH�DQG�PHGLDWLRQ�LQ�GHDOLQJ�ZLWK�WKHP��,W�LV�QRW

FOHDU�KRZ�WKH�GLVFXVVLRQ�RQ�LQFOXGLQJ�WKLV�SURYLVLRQ�ZHQW�

,W� LV� QRWLFHDEOH� WKDW� QHLWKHU� VLGH� H[SUHVVHG� D� QHJDWLYH� DWWLWXGH� WR� XQGHUWDNLQJV� UHJDUGLQJ� VH[XDO

KDUDVVPHQW�� %RWK� HPSOR\HUV�� WKURXJK� 9HQHFD�� DQG� HPSOR\HHV�� WKURXJK� WKH� WZR� )19� XQLRQV�� PDGH

FRQFUHWH� SURSRVDOV� RQ� WKLV� VXEMHFW�� 7KH� RQO\� XQLRQ� QRW� WR� FRQWULEXWH� DW� DOO� ZDV� ,QGXVWULH�� HQ

9RHGLQJVERQG�&19��7KH� DPHQGLQJ� SURSRVDOV� GLIIHUHG� LQ� WHUPV� RI� WKH� GHJUHH� RI� FRQFUHWHQHVV� RI� WKH

SURFHGXUH�� 9HQHFD� ZDV� WDONLQJ� DERXW� UHFRJQLVLQJ� UHVSHFW� IRU� SHRSOH¶V� SHUVRQDO� OLIHVW\OHV� DQG

LQWURGXFLQJ� VDQFWLRQV� ZKLOH� WKH� )19� XQLRQV� IHOW� WKDW� WKH� HPSOR\HU� PXVW� DOVR� IROORZ� D� SROLF\� RI

SUHYHQWLQJ� VH[XDO� KDUDVVPHQW�� DQG�PHQWLRQHG� DSSRLQWLQJ� D� UHSUHVHQWDWLYH� DQG� VHWWLQJ� XS� D� JULHYDQFH

SURFHGXUH�DQG�D�FHQWUDO�UHSRUWLQJ�SRLQW��7KRXJKW�KDG�DOUHDG\�HYHQ�EHHQ�JLYHQ�WR�WKH�OHJDO�SURWHFWLRQ�RI

WKH�UHSUHVHQWDWLYH��7KH�ILQDO�WH[W�RI�WKH�DJUHHPHQW�LV�EDVHG�RQ�WKH�HPSOR\HUV¶�SURSRVDOV�SOXV�D�SURYLVLRQ

RQ�WKH�DSSRLQWPHQW�RI�UHSUHVHQWDWLYHV�DQG�WKH�VHWWLQJ�XS�RI�D�FHQWUDO�SRLQW�WR�ZKLFK�FRPSODLQWV�FRXOG�EH

UHSRUWHG��L�H��WKH�SDUWLHV�WR�WKH�DJUHHPHQW�

*LYHQ�WKDW�LW�ZDV�WKH�HPSOR\HUV�ZKR�LQWURGXFHG�WKH�VXEMHFW�LQWR�WKH�QHJRWLDWLRQV�DQG�WKDW�WKHLU�SURSRVDO

ZDV� DGRSWHG�ZLWKRXW� DPHQGPHQW�ZH� DWWULEXWH� WKHP� D� YHU\� ODUJH� LQIOXHQFH� RQ� WKH� LQFRUSRUDWLRQ� RI� D

VH[XDO�KDUDVVPHQW�SURYLVLRQ�LQ�WKH�FROOHFWLYH�DJUHHPHQW��7KH�WZR�)19�XQLRQV�MRLQWO\�H[HUFLVHG�D�ODUJH

LQIOXHQFH��$OWKRXJK� WKH�HYHQWXDO�XQGHUWDNLQJ�ZDV�QRW� DV� FRQFUHWH� DV� WKH\�KDG�SURSRVHG� DQ� DGGLWLRQDO

SURYLVLRQ�ZDV� LQ� IDFW� LQFOXGHG�RQ� DSSRLQWLQJ� UHSUHVHQWDWLYHV� DQG� VHWWLQJ�XS� D� FHQWUDO� UHSRUWLQJ�SRLQW�

7KHUH�ZDV�QR�LQIOXHQFH�KHUH�RQ�WKH�SDUW�RI�,QGXVWULH��HQ�9RHGLQJVERQG�&19�ZKR�VHHP�WR�KDYH�KDG�QR

VWDQGSRLQW�DW�DOO�GXULQJ�WKHVH�QHJRWLDWLRQV�
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������ $�UHSUHVHQWDWLYH�DQG�D�FRPSODLQWV�FRPPLWWHH

7KH�JULHYDQFH�SURFHGXUH�UHODWLQJ� WR� WKH�SUHYHQWLRQ� DQG� FRPEDWLQJ�RI� VH[XDO� KDUDVVPHQW�ZDV� DGRSWHG

GXULQJ�WKH�FROOHFWLYH�EDUJDLQLQJ�IRU�������$�VPDOO�GLVFXVVLRQ�JURXS�FRQVLVWLQJ�RI�HPSOR\HUV��HPSOR\HHV

DQG�WKH�FHQWUDO�UHSUHVHQWDWLYH�KDG�DOUHDG\�DJUHHG�RQ�WKH�WH[W�LQ�-XQH������GXULQJ�WDONV�LQVLGH�WKH�-RLQW

&RPPLWWHH��7KH�JULHYDQFH�SURFHGXUH�PDNHV�D�FOHDU�GLVWLQFWLRQ�EHWZHHQ� WKH� WDVNV�RI� WKH�UHSUHVHQWDWLYH

DQG�WKRVH�RI�WKH�FRPSODLQWV�FRPPLWWHH�ZKHUHDV� WKH�RULJLQDO�SURYLVLRQ� LQ� WKH������DJUHHPHQW�PDGH�QR

VXFK�GLVWLQFWLRQ��7KH�IROORZLQJ�VWDQGSRLQWV�ZHUH�DSSDUHQW�ZKHQ�WKH�SURFHGXUH�ZDV�EHLQJ�GUDZQ�XS�

$�7KH�UHSUHVHQWDWLYH�KDV�WKH�WDVN�RI�SURYLGLQJ�ERWK�DVVLVWDQFH�DQG�PHGLDWLRQ�ZLWK�FRPSODLQWV

%�7KH�UHSUHVHQWDWLYH�KDV�WKH�WDVN�RI�SURYLGLQJ�DVVLVWDQFH�DQG�LV�HPSRZHUHG�WR�PHGLDWH��$

�FRPSODLQWV�FRPPLWWHH�GHDOV�ZLWK�WKH�FRPSODLQW�

&�7KH�UHSUHVHQWDWLYH�SURYLGHV�DVVLVWDQFH�ZKLOH�D�FRPSODLQWV�FRPPLWWHH�GHDOV�ZLWK�WKH

�FRPSODLQW��0HGLDWLRQ�LV�QRW�RQH�RI�WKH�UHSUHVHQWDWLYH¶V�WDVNV�

'�0HGLDWLRQ�ZLWK�FRPSODLQWV�LV�QRW�RQH�RI�WKH�UHSUHVHQWDWLYH¶V�WDVNV�

7DEOH����$FWRUV�DQG�WKHLU�VWDQGSRLQW�RQ�D�FRPSODLQWV�FRPPLWWHH

W� W� W� W� W� W� W� W� W� W��

9HQHFD $ $ $ $ $ $ $ % % %

+RUHFDERQG

)19

$ $ $ $ $ $ $ $ $ %

,QGXVWULH� 	

9RHGLQJVERQG

&19

$ $ $ $ $ $ $ $ $ %

0UV�3DVVFKLHU

	

UHSUHVHQWDWLYHV

� ' & & & & % % % %

FRQWUDFW

FDWHULQJ� -RLQW

&RPPLWWHH

� � � � � � � � % %
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W�� �VSULQJ�������FROOHFWLYH�EDUJDLQLQJ�

W�� ���)HEUXDU\�������UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�

W�� ���0DUFK�������FHQWUDO�UHSUHVHQWDWLYH¶V�SURSRVDOV�

W�� ����-XQH�������HPSOR\HU�SURSRVDOV�

W�� ����-XQH�������UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�

W�� ����-DQXDU\�������SURSRVDOV�IURP�UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�

W�� ����)HEUXDU\�������DPHQGHG�SURSRVDOV�IURP�UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�

W�� ����0DUFK�������HPSOR\HU�SURSRVDOV�

W�� ����-XQH�������GLVFXVVLRQ�LQ�MRLQW�FRPPLWWHH�

W��� �VSULQJ�������FROOHFWLYH�EDUJDLQLQJ�

'XULQJ� WKH� FROOHFWLYH� EDUJDLQLQJ� LQ� ����� HPSOR\HUV� DQG� HPSOR\HHV� UHDFKHG� DJUHHPHQW� RQ� WKH

DSSRLQWPHQW�RI�UHSUHVHQWDWLYHV�ZKRVH�WDVN� LW�ZDV� WR� UHFHLYH�UHSRUWV�RI�VH[XDO�KDUDVVPHQW�DQG�SURYLGH

DVVLVWDQFH� DQG�PHGLDWLRQ�� ,W� DOVR� QHHGV� WR� EH� VDLG� WKDW� WKH� +RUHFDERQG� )19� SURSRVDOV� KDG� DOUHDG\

WDONHG�RI�D�UHSUHVHQWDWLYH�DQG�D�JULHYDQFH�SURFHGXUH�EXW�WKH�SDUWLHV�GHFLGHG�WR�OHDYH�WKH�GHWDLOLQJ�RI�WKH

VFKHPH� WR� D� \HW� WR� EH� DSSRLQWHG� FHQWUDO� UHSUHVHQWDWLYH��2Q� ��� 6HSWHPEHU� WKH� FRQWUDFW� FDWHULQJ� -RLQW

&RPPLWWHH� DSSRLQWHG� 0UV�� 3DVVFKLHU� IURP� WKH� FHQWUDO� )19�7UDGH� 8QLRQ� )HGHUDWLRQ� WR� WKH� SRVW� RI

FHQWUDO�UHSUHVHQWDWLYH��6KH�ZRXOG�GHYHORS�D�JULHYDQFH�SURFHGXUH�LQ�FRQVXOWDWLRQ�ZLWK�WKH�UHSUHVHQWDWLYHV

LQ� WKH� YDULRXV� ILUPV��0UV�� 3DVVFKLHU¶V� ILUVW� FRQVXOWDWLRQ� RI� WKH� RWKHU� UHSUHVHQWDWLYHV� WRRN� SODFH� RQ� �

)HEUXDU\�������7KHLU�GLVFXVVLRQ�JURXS�KHOG� WKH�YLHZ� WKDW�PHGLDWLRQ�ZLWK� FRPSODLQWV�RXJKW�QRW� WR�EH

RQH�RI�WKH�WDVNV�RI�WKH�UHSUHVHQWDWLYH�

2Q� �� 0DUFK� ����� 0UV�� 3DVVFKLHU� ZURWH� WR� WKH� -RLQW� &RPPLWWHH� ZLWK� SURSRVDOV� IRU� WKH� FROOHFWLYH

EDUJDLQLQJ�RQ�WKH�DJUHHPHQW��6KH�ZDV�RI�WKH�RSLQLRQ�WKDW� WKH�HPSOR\HU�RU�D�FRPSODLQWV�FRPPLWWHH�VHW

XS� E\� WKH� HPSOR\HU� VKRXOG� EH� DEOH� WR� GHDO� ZLWK� FRPSODLQWV� XQWLO� VXFK� WLPH� DV� WKHUH� ZDV� D� IRUPDO

JULHYDQFH�SURFHGXUH��2Q����-XQH������WKH�HPSOR\HUV�WDEOHG�WKHLU�SURSRVDOV�IRU�D�JULHYDQFH�SURFHGXUH

DW�WKH�-RLQW�&RPPLWWHH��7KH\�ZDQWHG�WKH�UHSUHVHQWDWLYH�WR�EH�UHVSRQVLEOH�IRU�SURYLGLQJ�ERWK�DVVLVWDQFH

DQG�PHGLDWLRQ�ZLWK�FRPSODLQWV��7KHLU�SURSRVDOV�FDPH�EHIRUH� WKH�UHSUHVHQWDWLYHV¶�GLVFXVVLRQ�JURXS�RQ

��� -XQH� ������ 7KRVH� SUHVHQW� UHLWHUDWHG� WKDW� UHSUHVHQWDWLYHV� VKRXOG� RQO\� EH� LQYROYHG� LQ� KDQGOLQJ� WKH

FRPSODLQWV�EXW�QRW�LQ�WKHLU�UHVROXWLRQ��2Q����-DQXDU\������0UV��3DVVFKLHU�GLVSDWFKHG�D�GUDIW�JULHYDQFH

SURFHGXUH�ZKLFK�VKH�KDG�GHYHORSHG�LQ�FRQVXOWDWLRQ�ZLWK�WKH�UHSUHVHQWDWLYHV�RQ�VH[XDO�KDUDVVPHQW��7KH

SURFHGXUH�WDONHG�RI�ERWK�D�UHSUHVHQWDWLYH�DQG�D�FRPSODLQWV�FRPPLWWHH��WKH�UHSUHVHQWDWLYH�ZRXOG�SURYLGH
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DGYLFH�DQG�DVVLVWDQFH�RQ�KRZ�WR�ILOH�D�FRPSODLQW�ZKLOH� WKH�FRPSODLQWV�FRPPLWWHH�ZRXOG�GHDO�ZLWK� WKH

FRPSODLQW��$IWHU�GLVFXVVLRQ�LQ�WKH�-RLQW�&RPPLWWHH�VKH�DPHQGHG�WKH�SURSRVDOV�VRPHZKDW�LQ�D�OHWWHU�RI

���)HEUXDU\�� WKH�UHSUHVHQWDWLYH�DQG� WKH�FRPSODLQWV�FRPPLWWHH�ZRXOG�VWLOO�KDYH�GLIIHUHQW� WDVNV�EXW� WKH

UHSUHVHQWDWLYH� ZRXOG� DOVR� EH� HPSRZHUHG� WR� KROG� LQIRUPDO� WDONV� ZLWK� WKRVH� LQYROYHG� E\� ZD\� RI

PHGLDWLRQ�� ,W�ZDV� DSSDUHQW� IURP� WKH� HPSOR\HUV¶� UHVSRQVH� RQ� ���0DUFK� ����� WKDW�� DSDUW� IURP�PLQRU

FKDQJHV� WR� WKH� WH[W�� WKH\�ZHQW� DORQJ�ZLWK� WKLV� GHILQLWLRQ��$W� WKH� -RLQW�&RPPLWWHH�PHHWLQJ�RQ���� -XQH

�����WKRVH�SUHVHQW�DJUHHG�WR�WKLV�GHILQLWLRQ�RI�WDVNV�DQG�WKH�JULHYDQFH�SURFHGXUH�ZDV�UDWLILHG�GXULQJ�WKH

FROOHFWLYH�EDUJDLQLQJ�LQ������

7KH� ILQDO� VFKHPH� ZDV� ODUJHO\� WKH� SURGXFW� RI� WKH� GLVFXVVLRQ� JURXS� ZKLFK� SURYLGHG� D� IRUXP� IRU� WKH

FRQVXOWDWLRQ�RI�WKH�UHSUHVHQWDWLYHV�RQ�VH[XDO�KDUDVVPHQW��0UV��3DVVFKLHU��WKH�FHQWUDO�UHSUHVHQWDWLYH��DQG

WKH� FRPSDQ\� UHSUHVHQWDWLYHV� VWDWHG� IURP� WKH� RXWVHW� WKDW� PHGLDWLRQ� RXJKW� QRW� WR� EH� RQH� RI� WKH

UHSUHVHQWDWLYH¶V�WDVNV��7KH\�ZHUH�WKH�ILUVW�WR�SXW�IRUZDUG�WKH�LGHD�RI�VHWWLQJ�XS�D�FRPPLWWHH�WR�GHDO�ZLWK

FRPSODLQWV� DQG� WKLV�ZDV� HQVKULQHG� LQ� WKH�XOWLPDWH�JULHYDQFH�SURFHGXUH��7KH�TXHVWLRQ� LV�� KRZ�FDQ� WKH

LQIOXHQFH� ZLWKLQ� WKH� UHSUHVHQWDWLYHV¶� GLVFXVVLRQ� JURXS� QRZ� EH� GLVWULEXWHG� DPRQJ� WKH� SDUWLHV� WR� WKH

QHJRWLDWLRQV��7KH�LQLWLDWLYH�ZLWKLQ�WKH�GLVFXVVLRQ�JURXS�FDPH�IURP�WKH�FHQWUDO� UHSUHVHQWDWLYH��6KH�ZDV

DOVR� WKH�SHUVRQ�ZKR�GLG� WKH�QHJRWLDWLQJ�ZLWKLQ� WKH� -RLQW�&RPPLWWHH�RQ� WKH� ILQDO� WH[W��6LQFH� VKH� LV� DQ

)19� RIILFLDO� ZH� DWWULEXWH�� WKURXJK� KHU�� D� YHU\� ODUJH� LQIOXHQFH� WR� +RUHFDERQG� )19�� 7KH� RWKHU

UHSUHVHQWDWLYHV� ZHUH� DFWLQJ� RQ� EHKDOI� RI� WKH� YDULRXV� 9HQHFD� FRPSDQLHV�� 0RUHRYHU�� VLQFH� WKH

UHSUHVHQWDWLYHV¶� GLVFXVVLRQ� JURXS� ZDV� LQ� DQ\� FDVH� DFWLQJ� LQ� DFFRUGDQFH� ZLWK� WKH� ZLVKHV� RI� WKH

HPSOR\HUV�ZKR�KDG� HPSRZHUHG� WKH� FRPSDQ\� UHSUHVHQWDWLYHV� WR�KROG� LQIRUPDO� WDONV� RQ�PHGLDWLRQ��ZH

WKHUHIRUH�DWWULEXWH�9HQHFD�D� ODUJH� LQIOXHQFH��:H�DWWULEXWH�QR� LQIOXHQFH� WR� ,QGXVWULH��HQ�9RHGLQJVERQG

&19��$W�QR�WLPH�GLG�WKH\�PDNH�WKHLU�YLHZV�NQRZQ�RQ�WKLV�VXEMHFW��QRU�ZHUH�WKH\�LQYROYHG�LQ�WKH�ILQDO

GLVFXVVLRQV�ZLWKLQ� WKH� MRLQW� FRPPLWWHH�� ,W�ZRXOG� DSSHDU�� WKRXJK�� IURP�DQ� HYDOXDWLRQ�RI� WKH� JULHYDQFH

SURFHGXUH� LQ� ������ WKDW� WKH� IRUPDO� GLYLVLRQ� RI� WDVNV� EHWZHHQ� WKH� FRPSODLQWV� FRPPLWWHH� DQG� WKH

UHSUHVHQWDWLYH� LV� QRW� DOZD\V� DSSOLHG�� $FFRUGLQJ� WR� WKH� HYDOXDWLRQ� WKH� FRPSDQ\� UHSUHVHQWDWLYHV� KDYH

VLQFH� UHFHLYHG� ��� FRPSODLQWV�� 7KH� PDMRULW\� RI� WKHVH� FDVHV� ����� ZHUH� GHDOW� ZLWK� LQIRUPDOO\� E\� WKH

UHSUHVHQWDWLYH�DQG�HQGHG�XS�ZLWKRXW�D� FRPSODLQW� FRPLQJ�EHIRUH� WKH� FRPPLWWHH��7KH� IRUPDO�JULHYDQFH

SURFHGXUH�ZDV�RQO\�XVHG�LQ�D�VPDOO�QXPEHU�RI�FDVHV�����
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���� 3RVLWLYH�DFWLRQ

7KH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�KDV�KDG�D�SURYLVLRQ�RQ�WKH�SRVLWLRQ�RI�ZRPHQ�VLQFH�WKH�����

QHJRWLDWLRQV��7KH�SDUWLHV�MRLQWO\�FRPPLW� WKHPVHOYHV� WR� LPSURYLQJ� WKH�SRVLWLRQ�RI�ZRPHQ�LQ� WKH�VHFWRU�

7KH\�ZLOO� WDNH�VSHFLILF�PHDVXUHV� WR� UHPRYH� WKH�REVWDFOHV� IDFLQJ�ZRPHQ��DQG�JUHDWHU�DWWHQWLRQ�ZLOO� EH

SDLG� WR� ZRPHQ� LQ� UHFUXLWPHQW� DQG� VHOHFWLRQ�� 7KH� IROORZLQJ� VWDQGSRLQWV� ZHUH� DSSDUHQW� DW� WKH� SUH�

EDUJDLQLQJ�VWDJH�

$�3DUWLHV�ZDQW�WR�SURPRWH�WKH�SDUWLFLSDWLRQ�RI�ZRPHQ�LQ�WKH�ZRUN�SURFHVV

%�3DUWLHV�VKRXOG�SD\�JUHDWHU�DWWHQWLRQ�WR�ZRPHQ�LQ�UHFUXLWPHQW�DQG�VHOHFWLRQ

&�3DUWLHV�VKRXOG�IROORZ�D�SRVLWLYH�GLVFULPLQDWLRQ�SROLF\�IRU�ZRPHQ

'�3DUWLHV�VKRXOG�RSHUDWH�D�SRVLWLYH�DFWLRQ�SROLF\�IRU�D�QXPEHU�RI�\HDUV�ZKHUHE\�ZRPHQ

�FDQGLGDWHV�VKRXOG�EH�JLYHQ�SULRULW\�ZKHQ�RI�VXIILFLHQW�RU�HTXDO�DELOLW\

7DEOH����$FWRUV�DQG�WKHLU�VWDQGSRLQW�RQ�SRVLWLYH�GLVFULPLQDWLRQ�SROLF\

W� W� W� W� W� W� W� W�

9HQHFD � � � � � % % %

+RUHFDERQG�)19 & & ' ' ' ' ' %

,QGXVWULH�� 	

9RHGLQJVERQG

&19

$ $ ' ' ' ' ' %

�W�� �DXWXPQ�������ZRUNLQJ�FRQGLWLRQV�SROLF\�VWDWHPHQWV�

W�� �VSULQJ�������+RUHFDERQG�SRVLWLYH�DFWLRQ�SURMHFW�

W�� �-DQXDU\�������HPSOR\HH�SURSRVDOV�

W�� �ILUVW�EDUJDLQLQJ�URXQG��HPSOR\HU�SURSRVDOV�

W�� �VHFRQG�EDUJDLQLQJ�URXQG

W�� �WKLUG�EDUJDLQLQJ�URXQG

W�� �IRXUWK�EDUJDLQLQJ�URXQG

W�� �ILIWK�EDUJDLQLQJ�URXQG
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7KH�VXEMHFW�RI�SRVLWLYH�DFWLRQ�ILUVW�DSSHDUV�LQ�+RUHFDERQG�)19¶V�ILYH�\HDU�ZRUNLQJ�FRQGLWLRQV�SROLF\

VWDWHPHQW�LQ�������3RVLWLYH�DFWLRQ�LV�WR�EH�RQH�RI�WKH�PDLQ�DLPV�RI�WKH�XQLRQ¶V�SROLF\�IRU�WKH�QH[W�ILYH

\HDUV��7KLV�ZRXOG� LQFOXGH�D�SROLF\�RI� SRVLWLYH�GLVFULPLQDWLRQ� IRU�ZRPHQ�� ,QGXVWULH�� HQ�9RHGLQJVERQG

DOVR� WDONV�RI�ZDQWLQJ� WR�SURPRWH� WKH�SDUWLFLSDWLRQ�RI�ZRPHQ�LQ� WKH�ZRUN�SURFHVV� LQ� LWV� �����ZRUNLQJ

FRQGLWLRQV�SROLF\�GLVFXVVLRQ�GRFXPHQW�EXW�PDNHV�QR�PHQWLRQ�RI�SRVLWLYH�DFWLRQ�DV�VXFK�

,Q�WKH�VSULQJ�RI������+RUHFDERQG�)19�HPEDUNHG�RQ�D�³SRVLWLYH�DFWLRQ´�SURMHFW��7KH�XQLRQ�SODQQHG�WR

VHW� XS� D� QDWLRQDO� ZRPHQ¶V� FRPPLWWHH� DQG� EULQJ� LQ� D� SRVLWLYH� GLVFULPLQDWLRQ� SROLF\� IRU� ZRPHQ� LQ

UHFUXLWPHQW��SURPRWLRQ�DQG�WUDLQLQJ��,W�WDEOHG�LWV�DPHQGLQJ�SURSRVDOV�IRU�WKH�IRUWKFRPLQJ�EDUJDLQLQJ�RQ

WKH� FROOHFWLYH� DJUHHPHQW� MRLQWO\�RQ�EHKDOI� RI� ,QGXVWULH�� HQ�9RHGLQJVERQG�&19� LQ� -DQXDU\� ������ 7KH

XQLRQV�SURSRVHG� WKH� HVWDEOLVKPHQW�RI� D� ORQJ�WHUP� SRVLWLYH� DFWLRQ� SROLF\��:RPHQ� FDQGLGDWHV�PXVW� EH

JLYHQ�SUHIHUHQFH�LQ�WKH�HYHQW�RI�WKH�SURYHQ�DELOLW\�RU�HTXLYDOHQFH�RI�FDQGLGDWHV��5HRUJDQLVDWLRQ�VKRXOG

QRW� OHDG� WR� D�GHWHULRULDWLRQ�RI�ZRPHQ¶V�SRVLWLRQ� LQ� WKH� ODERXU�PDUNHW�� 7KH� HPSOR\HUV� SUHVHQWHG� WKHLU

SURSRVDOV�GXULQJ�WKH�ILUVW�GD\�RI�EDUJDLQLQJ��7KHVH�GLG�QRW�PHQWLRQ�D�SRVLWLYH�GLVFULPLQDWLRQ�SROLF\�IRU

ZRPHQ��'XULQJ�WKH�VHFRQG�GD\�WKH�HPSOR\HHV�SRLQWHG�RXW�WKDW�D�ORQJ�WHUP�SRVLWLYH�DFWLRQ�SROLF\�ZRXOG

KHOS�WR�LPSURYH�WKH�VHFWRU¶V�LPDJH��'XULQJ�WKH�WKLUG�URXQG�WKH�HPSOR\HUV�WDEOHG�WKHLU�SURSRVHG�ZRUGLQJ

RQ� SRVLWLYH� DFWLRQ� ZKLFK� VWDWHG� WKDW� JUHDWHU� DWWHQWLRQ� ZRXOG� EH� SDLG� ³WR� WKH� FDWHJRU\� ZRPHQ´� LQ

UHFUXLWPHQW�DQG�VHOHFWLRQ��'XULQJ�WKH�IRXUWK�VHVVLRQ�WKH\�VWDWHG�WKDW�WKH\�VWXFN�E\�WKHLU�RZQ�SURSRVHG

ZRUGLQJ�RQ�SRVLWLYH�DFWLRQ��$W�WKH�ILIWK�VHVVLRQ�ERWK�VLGHV�DJUHHG�WR�WKH�SURSRVHG�WH[W�RQ�SRVLWLYH�DFWLRQ

VWDWLQJ� WKDW� JUHDWHU� DWWHQWLRQ� LV� SDLG� WR� ZRPHQ� DV� D� FDWHJRU\�� 7KHUH� LV� QR� PHQWLRQ� RI� D� SRVLWLYH

GLVFULPLQDWLRQ�SROLF\�IRU�ZRPHQ�LQ�WKH�HYHQW�RI�SURYHQ�DELOLW\�RU�HTXLYDOHQFH�RI�FDQGLGDWHV�

7ZR�SDUWLHV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�WKH�UHDOL]DWLRQ�RI�WKH�DJUHHPHQW¶V�SURYLVLRQ�RQ�WKH�SRVLWLRQ�RI

ZRPHQ��+RUHFDERQG�)19�KDG�DOUHDG\�QRPLQDWHG�SRVLWLYH�DFWLRQ�DV�RQH�RI�LWV�PDLQ�SROLFLHV�LQ������DQG

FRQVHTXHQWO\� SXW� LW� RQ� WKH� FROOHFWLYH� EDUJDLQLQJ� DJHQGD� LQ� ����� E\� WDEOLQJ� FRQFUHWH� SURSRVDOV� IRU� D

SROLF\�RI�SRVLWLYH�GLVFULPLQDWLRQ�LQ�IDYRXU�RI�ZRPHQ��$OWKRXJK�WKHVH�UDGLFDO�SURSRVDOV�GLG�QRW�FRPH�WR

IUXLWLRQ� WKH\�GLG�DFW�DV�D�VSXU� IRU� WKH�HPSOR\HUV� WR�SURGXFH�PRUH�PRGHUDWH�SURSRVDOV�RQ� WKH� VXEMHFW�

+RUHFDERQG� )19� WKXV� H[HUFLVHG� D� ODUJH� LQIOXHQFH� RQ� WKH� ILQDO� UHVXOW�� 7KH� HPSOR\HUV� SURSRVHG� WKDW

JUHDWHU�DWWHQWLRQ�VKRXOG�EH�SDLG� WR�ZRPHQ�LQ�UHFUXLWPHQW�DQG�VHOHFWLRQ��%HFDXVH� WKLV�ZDV� WKH�IRUPXOD

DGRSWHG� LQ� WKH� ILQDO� WH[W� ZH� DOVR� DWWULEXWH� D� ODUJH� LQIOXHQFH� WR� 9HQHFD�� :H� RQO\� DWWULEXWH� D� VPDOO

LQIOXHQFH� WR� ,QGXVWULH�� HQ� 9RHGLQJVERQG� &19�� $OWKRXJK� WKH� SURSRVDOV� ZHUH� WDEOHG� MRLQWO\� RQ� WKHLU

EHKDOI�LQ�DOO�SUREDELOLW\�LW�ZDV�+RUHFDERQG�)19�WKDW�ZDV�UHVSRQVLEOH�IRU�IUDPLQJ�WKHP�
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7KH� IDFW� WKDW� WKH� &19� XQLRQ� IDLOHG� WR� PHQWLRQ� SRVLWLYH� GLVFULPLQDWLRQ� IRU� ZRPHQ� LQ� LWV� ZRUNLQJ

FRQGLWLRQV�SROLF\�VWDWHPHQW� LV� IXUWKHU�SURRI� WKDW� WKLV�ZDV� WKH� FDVH��+RZHYHU�� WKH� IDFW� WKDW� WKH� VXEMHFW

ZDV�UDLVHG�MRLQWO\�E\�ERWK�XQLRQV�KHOSHG�WR�VWUHQJWKHQ�WKHLU�KDQG�LQ�WKHLU�GHDOLQJV�ZLWK�WKH�HPSOR\HUV�

$OWKRXJK�LQ������DQG�DJDLQ�LQ������+RUHFDERQG�)19�SURSRVHG�H[SDQGLQJ�WKH�VFKHPH�LQWR�D�FRQFUHWH

SODQ�IRU�SRVLWLYH�DFWLRQ�ZLWK�WDUJHWV�WR�DLP�IRU�WKH�SURYLVLRQ�VWD\HG�WKH�VDPH��'XULQJ�WKHVH�QHJRWLDWLRQV

WKH� HPSOR\HUV� VHHPHG� OHVV� SUHSDUHG� WR� IDOO� LQ�ZLWK� WKLV� NLQG� RI� SURSRVDO�� ,Q� ����� WKH\� EURNH� RII� WKH

QHJRWLDWLRQV� EHFDXVH� WKH\� IHOW� WKH� XQLRQV� ZHUH� QRW� PDNLQJ� VXIILFLHQW� DOORZDQFH� IRU� WKH� GLIILFXOW

HFRQRPLF�FLUFXPVWDQFHV�LQ�WKH�VHFWRU��+RUHFDERQG�)19�WKHQ�ZLWKGUHZ�WKH�SRVLWLYH�DFWLRQ�SURSRVDO�DQG

GLG�QRW�UHWXUQ�WR�LW�DJDLQ�

��� &RQFOXVLRQ

,Q� WKH�SUHYLRXV�VHFWLRQV� LQIOXHQFH�DQDO\VLV�KDV�EHHQ�DSSOLHG� WR�VHYHQ�RI� WKH� �SDUW��GHFLVLRQV� WKDW�ZHUH

WDNHQ�LQ�WKH�SURFHVV�RI�DUULYLQJ�DW�WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH

DJUHHPHQW�� 7KHVH� SURYLVLRQV� FRQFHUQHG� FKLOG� FDUH�� XQSDLG� SDUHQWDO� OHDYH�� VH[XDO� KDUDVVPHQW� DQG� WKH

SRVLWLRQ�RI�ZRPHQ��7KH�SURYLVLRQV�RQ�SDUHQWDO�OHDYH�DQG�WKH�SRVLWLRQ�RI�ZRPHQ�ZHUH�HVWDEOLVKHG�GXULQJ

WKH�EDUJDLQLQJ�LQ�������ZKLOH�WKRVH�FRQFHUQLQJ�VH[XDO�KDUDVVPHQW��IURP������WR�������DQG�FKLOG�FDUH

�IURP������WR�������XQGHUZHQW�GLVWLQFW�GHYHORSPHQW�RYHU�WKH�FRXUVH�RI�GLIIHUHQW�EDUJDLQLQJ�URXQGV�

7DEOH����7RWDO�LQIOXHQFH�RI�WKH�GLIIHUHQW�DFWRUV

6XEMHFW 9HQHFD +RUHFDERQG�)19 ,QGXVWULH�� HQ� 9RH�

GLQJVERQG�&19

FKLOG�FDUH�IXQG ODUJH YHU\�ODUJH VRPH

FKLOGPLQGHUV ODUJH ODUJH VPDOO

FDUH�XQWLO��� VPDOO ODUJH ODUJH

SDUHQWDO�OHDYH YHU\�ODUJH ODUJH ODUJH

VH[XDO�KDUDVVPHQW YHU\�ODUJH ODUJH QRQH

JULHYDQFH�SURFHGXUH ODUJH YHU\�ODUJH QRQH

SRVLWLRQ�RI�ZRPHQ ODUJH ODUJH VPDOO

WRWDO�LQIOXHQFH ODUJH ODUJH�YHU\�ODUJH VPDOO



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

,I�ZH� FRPSDUH� WKH�RXWFRPHV�RI� WKH� LQIOXHQFH� DQDO\VHV�ZH�FDQ� VHH� WKDW�+RUHFDERQG�)19�H[HUFLVHG� D

ODUJH� WR� YHU\� ODUJH� LQIOXHQFH� RQ� WKH� GLIIHUHQW� GHFLVLRQV�� ZKLOH� 9HQHFD�� WKH� HPSOR\HUV¶� RUJDQLVDWLRQ�

H[HUFLVHG� D� ODUJH� LQIOXHQFH��2Q�DYHUDJH� WKH� LQIOXHQFH� H[HUFLVHG�E\� ,QGXVWULH�� HQ�9RHGLQJVERQG�&19

ZDV� RQO\� VPDOO�� 7KH� LQIOXHQFH� RI� WKH� WZR� PDMRU� SDUWLHV� DVVXPHG� TXLWH� GLIIHUHQW� IRUPV�� :KLOH

+RUHFDERQG� )19� DGRSWHG� D� UDGLFDO� DSSURDFK� ZLWK� GHWDLOHG� FRQFUHWH� SURSRVDOV� IRU� FKLOG� FDUH� DQG

SRVLWLYH� DFWLRQ��9HQHFD�� IRU� WKH� HPSOR\HUV�� UHVSRQGHG� ZLWK�PRUH�PRGHUDWH� DQG� JHQHUDOO\� IRUPXODWHG

SURSRVDOV�ZKLFK�XOWLPDWHO\� OHG� WR� DJUHHPHQW��+RUHFDERQG�)19�ZDV� UHVSRQVLEOH� IRU� WKH�ZD\� VXEMHFWV

DSSHDUHG� RQ� WKH� DJHQGD�ZKLOH�9HQHFD� HQGHDYRXUHG� WR� HQWDLO� WKHP�ZLWK� DV� OLWWOH� FHQWUDO� UHJXODWLRQ� DV

SRVVLEOH��WKXV�DOORZLQJ�HPSOR\HUV�WKH�PD[LPXP�DPRXQW�RI�VFRSH�WR�WDFNOH�DQ�LVVXH�DV�WKH\�VDZ�ILW�

,Q�VRPH�FDVHV�LW�ZDV�D�TXHVWLRQ�RI�WLPH�EHIRUH�D�VFKHPH�FRXOG�EH�ZRUNHG�XS�LQ�GHWDLO��DV�ZDV�WKH�FDVH

ZLWK� FKLOG� FDUH� DQG� WKH� VH[XDO� KDUDVVPHQW� JULHYDQFH� SURFHGXUH�� 7KH� SURFHVV� RI� LPSOHPHQWDWLRQ� ZDV

WKHQ�GHOHJDWHG� WR� D� FROODERUDWLYH� JURXSLQJ� RI� HPSOR\HUV¶� DQG� HPSOR\HHV¶� UHSUHVHQWDWLYHV� VXFK� DV� WKH

FKLOG� FDUH�ZRUNLQJ�SDUW\� DQG� WKH� UHSUHVHQWDWLYHV¶� GLVFXVVLRQ�JURXS��2WKHU� VFKHPHV� VXFK� DV� WKRVH� IRU

SDUHQWDO�OHDYH�DQG�WKH�LPSURYHPHQW�RI�WKH�SRVLWLRQ�RI�ZRPHQ�ZHUH�QRW�ZRUNHG�XS�DQ\�IXUWKHU�GHVSLWH

WKH� IDFW� WKDW� WKH� XQLRQV� SXW� IRUZDUG� QXPHURXV� SURSRVDOV� RQ� KRZ� WKLV� VKRXOG� EH� GRQH�� 7KH� LQLWLDWLYH

FHUWDLQO\�GLG�QRW�DOZD\V�FRPH�IURP�+RUHFDERQG�)19��7KXV�LW�ZDV�9HQHFD�ZKR�ILUVW�FDPH�IRUZDUG�ZLWK

SURSRVDOV� IRU� D� SURYLVLRQ� RQ� VH[XDO� KDUDVVPHQW�� +RUHFDERQG� WKHQ� PDGH� DGGLWLRQDO� SURSRVDOV� IRU

GHWDLOLQJ� D�JULHYDQFH� SURFHGXUH� EXW� WKH� EDUJDLQLQJ� SDUWLHV� GHFLGHG� WR� OHDYH� LWV� LPSOHPHQWDWLRQ� WR� WKH

IXWXUH�FHQWUDO�UHSUHVHQWDWLYH��7KH�LGHD�RI�VL[�PRQWKV¶�XQSDLG�SDUHQWDO�OHDYH�DOVR�FDPH�IURP�9HQHFD�

7KH�UHVXOW�RI�WKH�LQIOXHQFH�DQDO\VLV�FOHDUO\�GHPRQVWUDWHV�WR�ZKDW�D�ODUJH�H[WHQW�FROOHFWLYH�EDUJDLQLQJ�LQ

WKH�1HWKHUODQGV� LV� DLPHG� DW� DFKLHYLQJ� FRPSURPLVH� DQG� FRQVHQVXV� EHWZHHQ� WKH� GLIIHUHQW� SDUWLHV�� 7KH

LQIOXHQFH� RI� WKH� WZR� HPSOR\HH� RUJDQLVDWLRQV� RQ� WKH� RQH� KDQG� LV� DV� JUHDW� DV� WKDW� RI� WKH� HPSOR\HU

RUJDQLVDWLRQ�RQ�WKH�RWKHU��$OVR��WKH�RXWFRPH�RI�WKH�EDUJDLQLQJ�OLHV�PLGZD\�EHWZHHQ�WKH�WZR�VLGHV��,I�D

SURYLVLRQ�QHHGV�WR�EH�ZRUNHG�XS�LQ�PRUH�GHWDLO�WKDW�LV�GRQH�LQ�VRPH�IRUP�RI�MRLQW�ZRUNLQJ�SDUW\�� ,W� LV

RQO\�ZKHQ�DOO� VLGHV�KDYH� UHDFKHG� DJUHHPHQW�ZLWKLQ� WKLV� IUDPHZRUN� WKDW� WKH� UHVXOW� LV� HQVKULQHG� LQ� WKH

FROOHFWLYH�DJUHHPHQW�
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��� &RQFOXVLRQ

,Q� WKLV�FKDSWHU�ZH�ZLOO� WU\� WR�DFFRXQW� IRU� WKH�ILQGLQJV�RI� WKH� LQIOXHQFH�DQDO\VLV� LQ�FKDSWHU����)LUVW�ZH

VKDOO�VHHN�DQ�H[SODQDWLRQ�IRU�KRZ�WKH� LQIOXHQFH�RI� WKH�GLIIHUHQW�SDUWLHV�YDULHG� LQ� WHUPV�RI� VXEMHFW� DQG

WLPHVFDOH�� :H� ZLOO� WKHQ� ORRN� DW� KRZ� ZRPHQ� RU� ZRPHQ¶V� LQWHUHVWV� DUH� UHSUHVHQWHG� ZLWKLQ� WKH

RUJDQLVDWLRQ�� DQG� FRQVLGHU� WKH� VWUDWHJ\� WKDW� LV� EHLQJ� RSHUDWHG�� $QG� QH[W� ZH� VKDOO� H[DPLQH� WR� ZKDW

GHJUHH� H[WHUQDO� IDFWRUV� DFFRXQW� IRU� WKH� LQIOXHQFH� DQDO\VLV� RXWFRPHV�� +RZ�PXFK� LQIOXHQFH� ZDV� WKHUH

IURP� WKH� FHQWUDO� FRQVXOWDWLRQ� RI� HPSOR\HUV� DQG� HPSOR\HHV� ZLWKLQ� FRQVXOWDWLYH� ERGLHV� VXFK� DV� WKH

/DERXU� )RXQGDWLRQ� DQG� WKH� 6RFLDO�(FRQRPLF� &RXQFLO"� +RZ� LQIOXHQWLDO� ZDV� QDWLRQDO� SROLF\"� :DV

(XURSHDQ�OHJLVODWLRQ�DOVR�DQ�LQIOXHQFH"�:H�ZLOO�VXP�DOO�WKLV�XS�LQ�WKH�FRQFOXVLRQ�DQG�PDNH�D�QXPEHU�RI

UHFRPPHQGDWLRQV�DFFRUGLQJO\�

���� ([SODQDWLRQ�RI�LQIOXHQFH

7KH�LQIOXHQFH�DQDO\VLV�LQ�WKH�SUHYLRXV�FKDSWHU�DWWULEXWHG�WKH�PRVW�LQIOXHQFH��ODUJH�WR�YHU\�ODUJH��RQ�WKH

HTXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�WKH�FROOHFWLYH�DJUHHPHQW�WR�+RUHFDERQG�)19��9HQHFD��DFWLQJ�IRU�WKH

HPSOR\HUV�� DOVR� H[HUWHG� D� ODUJH� LQIOXHQFH�� :H� DWWULEXWHG� D� VPDOO� LQIOXHQFH� WR� ,QGXVWULH�� HQ

9RHGLQJVERQG�&19��+RUHFDERQG�)19�KDG�D�YHU\� ODUJH� LQIOXHQFH�RQ� WKH�FKLOG� FDUH�SURYLVLRQV��ZKLOH

9HQHFD� DQG� +RUHFDERQG� )19� ERWK� KDG� D� ODUJH� LQIOXHQFH� RQ� WKH� VFKHPH� IRU� FRPEDWLQJ� VH[XDO

KDUDVVPHQW�� +HUH� WKH� HPSOR\HUV� KDG� PRUH� LQIOXHQFH� RQ� WKH� LQWURGXFWLRQ� RI� D� VH[XDO� KDUDVVPHQW

SURYLVLRQ� ZKLOH� +RUHFDERQG� )19� H[HUFLVHG� PRUH� LQIOXHQFH� RQ� LWV� HODERUDWLRQ� LQWR� D� JULHYDQFH

SURFHGXUH�� 9HQHFD� KDG� D� ODUJH� LQIOXHQFH� RQ� WKH� FROOHFWLYH� DJUHHPHQW� XQGHUWDNLQJ� RQ� XQSDLG

SDUHQWDO�FDUH�OHDYH��ZKLOH�ERWK�SDUWLHV�LQIOXHQFHG�WKH�XQGHUWDNLQJV�WR�SURPRWH�WKH�SRVLWLRQ�RI�ZRPHQ�LQ

WKH�VHFWRU��:H�PXVW�HPSKDVLVH� WKDW�ZKDW�ZH�DUH�SURQRXQFLQJ�RQ�KHUH� LV� WKH�GHJUHH�RI� LQIOXHQFH��7KH

GLUHFWLRQ� WDNHQ� E\� +RUHFDERQG� )19� DQG� 9HQHFD¶V� LQIOXHQFH� GLIIHUHG�� :KLOH� +RUHFDERQG� )19� SXW

UDGLFDO� SURSRVDOV� DQG� HTXDO� RSSRUWXQLWLHV� VXEMHFWV� RQ� WKH� EDUJDLQLQJ� DJHQGD��9HQHFD�PDGH�PRGHUDWH

FRXQWHU�SURSRVDOV�DQG�WULHG�WR�JLYH�HPSOR\HUV�DV�PXFK�VFRSH�DV�SRVVLEOH� WR� WDFNOH� LVVXHV�DV� WKH\�VDZ

ILW��0RUHRYHU�+RUHFDERQG�)19¶V�LQLWLDWLYHV�ZHUH�VSUHDG�RYHU�D�ORQJHU�WLPHVFDOH��ZKLOH�WKH�HPSOR\HUV¶

LQLWLDWLYHV�FDPH�PDLQO\�LQ������DQG������
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7KHVH�ILQGLQJV�ODUJHO\�FRLQFLGH�ZLWK�WKH�YLHZ�WDNHQ�E\�WKH�LQWHUYLHZHHV��DOWKRXJK�RQ�DYHUDJH�WKH\�ZHUH

PRUH� SRVLWLYH� DERXW� WKH� LQIOXHQFH� RI� ,QGXVWULH�� HQ� 9RHGLQJVERQG� &19�� 8S� XQWLO� ����� WKLV� XQLRQ

DSSHDUV�WR�KDYH�SOD\HG�D�IDLUO\�SDVVLYH�UROH�DW�WKH�SUH�EDUJDLQLQJ�VWDJH�EXW�WR�KDYH�EHHQ�JLYHQ�D�PRUH

DFWLYH�LQSXW�IURP�WKHQ�RQ��7KH�IDFW�WKDW�WKH�LQIOXHQFH�DQDO\VLV�FRYHUV�D�ODUJH�QXPEHU�RI�GHFLVLRQV�IURP

WKH� HDUO\� SHULRG� RI� WKH� FRQWUDFW� FDWHULQJ� FROOHFWLYH� DJUHHPHQW� FRXOG� DFFRXQW� IRU� WKH� &19� XQLRQ¶V

UHODWLYHO\�ORZ�VFRUH�LQ�WKH�DQDO\VLV�

*HQHUDOO\�VSHDNLQJ�WKH�LQWHUYLHZHHV�UHFNRQHG�WKDW�+RUHFDERQG�)19�ZDV�WKH�SDUW\�ZKLFK�KDG�WKH�PRVW

LQIOXHQFH�RQ�WKH�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV��DOWKRXJK�D�QXPEHU�RI�WKHP�DOVR�VSRNH�RI�+RUHFDERQG

)19�DQG�WKH�HPSOR\HUV�DV�EHLQJ�HTXDOO\�LQIOXHQWLDO��7KH�HPSOR\HUV�ZKR�ZHUH�LQWHUYLHZHG�FODLPHG�WKH

LQLWLDWLYH� IRU� WKH� VH[XDO� KDUDVVPHQW� DQG� XQSDLG� FDUH� OHDYH� SURYLVLRQV�� $OO� SDUWLHV� ZHUH� DJUHHG� WKDW

+RUHFDERQG�)19�KDG�WKH�PRVW�LQIOXHQFH�RQ�WKH�VFKHPH�IRU�FKLOG�FDUH�DQG�WKH�HODERUDWLRQ�RI�WKH�VH[XDO

KDUDVVPHQW�SURFHGXUH��,W�ZDV�DOVR�WKLV�XQLRQ�ZKLFK�UDLVHG�WKH�PRVW�SRLQWV�RQ�HTXDO�RSSRUWXQLWLHV�LVVXHV�

7KHVH�YLHZV�DFFRUG�ZLWK�WKH�ILQGLQJV�RI�WKH�LQIOXHQFH�DQDO\VLV�

������ 6XEMHFW

6LQFH� WKLV� UHSRUW� IRFXVHV� RQ� WKH� HTXDO� RSSRUWXQLWLHV� SURYLVLRQV� LQ� WKH� FRQWUDFW� FDWHULQJ� FROOHFWLYH

DJUHHPHQW�LW�FRXOG�HDVLO\�JLYH�D�GLVWRUWHG�SLFWXUH�RI�WKH�LPSRUWDQFH�RI�HTXDO�RSSRUWXQLWLHV�ZLWKLQ�ODERXU

UHODWLRQV�DV�D�ZKROH��7KH�LPSURYHPHQW�RI�WKH�SRVLWLRQ�RI�ZRPHQ�LV�D�UHODWLYHO\�XQLPSRUWDQW�VXEMHFW�LQ

WKH�EDUJDLQLQJ�SURFHVV��7KH�PRVW�LPSRUWDQW�LWHPV�DUH�ZDJH�PDUJLQV�DQG�HPSOR\PHQW�LQ�WKH�VHFWRU��7KH

SDUWLHV�ZLOO�SD\�PRUH�DWWHQWLRQ� WR�HTXDO�RSSRUWXQLWLHV�ZKHQ�HPSOR\PHQW� LV�RQ� WKH� LQFUHDVH� DQG�ZDJH�

PDUJLQV� DUH� VXIILFLHQW� WKDQ�ZKHQ� WKH� VHFWRU� LV� GRLQJ� EDGO\��+RZ� FDQ� WKH� LQIOXHQFH� RI� WKH� EDUJDLQLQJ

SDUWLHV�EH�H[SODLQHG�LQ�WKH�OLJKW�RI�WKHLU�YLHZV�RQ�WKH�VXEMHFW�RI�HTXDO�RSSRUWXQLWLHV"

)RU�+RUHFDERQG�)19�DOO�HTXDO�RSSRUWXQLWLHV�PHDVXUHV�DSSHDU� WR�EH� LPSRUWDQW��)URP������XS� WR�DQG

LQFOXGLQJ������ WKH�XQLRQ�ZDV� HQJDJHG� LQ� D� ³SRVLWLYH� DFWLRQ´�SURMHFW�� ,W�ZDV� LQ� WKLV� FRQWH[W� WKDW� WKH\

DUJXHG� IRU� FKLOG� FDUH�� SDUHQWDO� OHDYH� DQG� VSHFLDO� OHDYH�� DSSRLQWPHQW� RI� D� VH[XDO� KDUDVVPHQW

UHSUHVHQWDWLYH�DQG�D�SRVLWLYH�GLVFULPLQDWLRQ�SROLF\�IRU�ZRPHQ��&RQVLGHUDWLRQ�RI�WKHVH�VXEMHFWV�ZDV�SDUW

RI�WKH�JHQHUDO�SROLF\�RI�WKH�)19��7UDGH�8QLRQ�)HGHUDWLRQ���7KH�)19�ZRPHQ¶V�VHFUHWDULDW�SXEOLVKHV�DQ

DQQXDO� VFHQDULR� IRU� LPSURYLQJ� WKH�SRVLWLRQ�RI�ZRPHQ�ZKLFK� WKH�XQLRQV� FDQ�XVH� LQ� DOO� WKHLU� FROOHFWLYH

EDUJDLQLQJ�� +RUHFDERQG� )19�ZDV� WKXV� DEOH� WR� SXW� IRUZDUG� GHWDLOHG� EDUJDLQLQJ� SURSRVDOV� RQ� HTXDO

RSSRUWXQLWLHV�LVVXHV��%HFDXVH�RI�WKH�KLJK�SULRULW\�DWWDFKHG�WR�HTXDO�RSSRUWXQLWLHV�PHDVXUHV�LW�ZDV�ZRUWK

ULVNLQJ�WKH�FRVW�WKDW�PLJKW�EH�LQYROYHG��7KH�HPSOR\HUV�� LQ� WKHLU�DSSURDFK� WR�HTXDO�RSSRUWXQLWLHV��ZHUH
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QRW�VR�PXFK�FRQFHUQHG�ZLWK�WKH�VRFLDO�DVSHFWV�DV�ZLWK�ZKDW�ZDV�LQ�WKHLU�EXVLQHVV�LQWHUHVW��(PSOR\HUV�LQ

FRQWUDFW�FDWHULQJ�DUH�NHHQ� WR� WDNH�RQ�ZRPHQ�UHWXUQHUV��VLQFH� WKH\� WHQG� WR�EH�RI� DQ� HYHQ� WHPSHUDPHQW

DQG�KDYH�JRRG�FXVWRPHU�FRQWDFW�TXDOLWLHV��:KDW�LV�PRUH��WKH\�DUH�SUHSDUHG�WR�ZRUN�IRU�\HDUV�LQ�D�SDUW�

WLPH� MRE�� 7KLV�PDNHV� WKHP� YHU\� VXLWDEOH� IRU� WKH� UROH� RI� KRVSLWDOLW\� SURYLGHU� LQ� WKH� FRQWUDFW� FDWHULQJ

VHFWRU��DQG�HPSOR\HUV�DUH�WKHUHIRUH�NHHQ�WR�LQYHVW�LQ�WKLV�JURXS�RI�HPSOR\HHV��9HQHFD��RQ�EHKDOI�RI�WKH

HPSOR\HUV��KDV�PDGH�D�QXPEHU�RI�SURSRVDOV�RYHU�WKH�\HDUV�DLPHG�DW�LPSURYLQJ�WKH�ZRUNLQJ�FRQGLWLRQV

RI�ZRPHQ�UHWXUQHUV��%HFDXVH�WKHVH�ZRPHQ�DUH�RIWHQ�PDLQO\�UHVSRQVLEOH�IRU�FKLOG�FDUH�LQ�WKH�IDPLO\�WKH

HPSOR\HUV�VXJJHVWHG�XQSDLG�SDUHQWDO�OHDYH��(PSOR\HHV�FDQ�WKXV�WDNH�WLPH�RII�WHPSRUDULO\�WR�FDUH�IRU�D

FKLOG�DQG�VXEVHTXHQWO\�UHWXUQ�WR�WKHLU�ZRUNSODFH��7KH�XQGHUWDNLQJV�RQ�FKLOG�FDUH�ZHUH�DOVR�LQWHQGHG�WR

PDNH�LW�HDVLHU�IRU�WKLV�JURXS�WR�FRPELQH�JRLQJ�WR�ZRUN�ZLWK�ORRNLQJ�DIWHU�WKHLU�FKLOGUHQ��7KH�SURSRVDOV

IRU� FRPEDWLQJ� VH[XDO� KDUDVVPHQW� DUH� DOVR� LPSRUWDQW� IRU� HPSOR\HUV� EHFDXVH� RI� WKH� VSHFLILF� ZRUN

FLUFXPVWDQFHV� LQ� WKH� VHFWRU�� 7KHLU� VWDII� ZRUN� LQ� DOO� NLQGV� RI� GLIIHUHQW� ORFDWLRQV� DQG� DUH� IUHTXHQWO\

GHDOLQJ� ZLWK� WKLUG� SDUWLHV�� L�H�� WKH� SHUVRQQHO� LQ� WKH� LQVWLWXWLRQV� RU� ILUPV� ZKHUH� WKH\� DUH� ZRUNLQJ�

1HHGOHVV� WR� VD\�� WKH� HPSOR\HU� FDQQRW� PRQLWRU� WKH� FXOWXUH� RI� WKH� ZRUNSODFH�� 6H[XDO� KDUDVVPHQW

SUREOHPV� FDQ� WKHUHIRUH� UHPDLQ� KLGGHQ� IRU� D� ORQJ� WLPH�� ZKHUHDV� WR� HQVXUH� WKH� TXDOLW\� RI� WKH� VHUYLFH

SURYLGHG�SUREOHPV�SUHFLVHO\�QHHG�WR�EH�VSHHGLO\�UHVROYHG��,W�ZDV�IRU�WKLV�YHU\�UHDVRQ�WKDW�WKH�HPSOR\HUV

ZHUH� LQ� IDFW� SUHSDUHG� WR� GHYHORS� FHQWUDO� PHFKDQLVPV�� VLQFH� WKH\� WKRXJKW� WKLV� ZDV� MXVWLILHG� RQ

FRPSHWLWLYH�JURXQGV��1R�FOLHQW�LV�JRLQJ�WR�DSSUHFLDWH�KDYLQJ�D�PHPEHU�RI�KLV�RU�KHU�VWDII�EHLQJ�DFFXVHG

RI�KDUDVVLQJ�VRPHRQH��VR�WR�SUHYHQW�WKDW�FOLHQW�JLYLQJ�WKH�FRQWUDFW�WR�D�FRPSHWLWRU�DOO�FRQWUDFW�FDWHULQJ

ILUPV�QHHGHG�WR�EH�ERXQG�E\�WKH�VDPH�XQGHUWDNLQJV�JLYHQ�FHQWUDOO\�

7KH�UHDGLQHVV�RI�HPSOR\HUV� WR�JLYH�XQGHUWDNLQJV�RQ� HTXDO� RSSRUWXQLWLHV� LV� DOVR� FRQQHFWHG�ZLWK� LPDJH

FRQVLGHUDWLRQV��WKH\�YHU\�PXFK�ZDQW�WR�EH�VHHQ�DV�JRRG�HPSOR\HUV��7KHUH�DUH�WZR�LPSRUWDQW�SURYLVRV�WR

WKLV�� KRZHYHU��)LUVWO\�� DV� D�JHQHUDO� UXOH� HPSOR\HUV�ZDQW� DV� OLWWOH� FHQWUDO� UHJXODWLRQ� DV� SRVVLEOH�� 7KH\

RQO\�ZDQW� WR� FUHDWH� IUDPHZRUNV� LQ� WKH� FROOHFWLYH� DJUHHPHQW�ZKLFK� WKH� LQGLYLGXDO� ILUPV� FDQ� IOHVK� RXW

WKHPVHOYHV�� &RPSHWLWLYH� FRQVLGHUDWLRQV� DUH� WKH� RQO\� UHDVRQ� LPSRUWDQW� HQRXJK� WR� ZDUUDQW� PDNLQJ� DQ

H[FHSWLRQ� WR� WKH� UXOH�� 6HFRQGO\�� HTXDO� RSSRUWXQLWLHV�PHDVXUHV�PXVW� QRW� FRVW� WRR�PXFK�� 7KLV� SURYLVR

JDLQHG�LQ�LPSRUWDQFH�DV�WKH�HFRQRPLF�FRQGLWLRQV�LQ�WKH�VHFWRU�EHFDPH�OHVV�IDYRXUDEOH�LQ�WKH�FRXUVH�RI

WKH�1LQHWLHV�DQG�WKH�HPSOR\HUV�ZDQWHG�WR�NHHS�ZDJH�FRVWV�DV�ORZ�DV�SRVVLEOH��%HFDXVH�PHDVXUHV�VXFK

DV� FKLOG� FDUH� DQG� SDUHQWDO� OHDYH� LQFUHDVH� WKH� EXUGHQ� RI� �RFFXSDWLRQDO�� VRFLDO� VHFXULW\� WKH� HPSOR\HUV

ZDQWHG�WR�OLPLW�WKH�FRVW�RI�WKHVH�DV�PXFK�DV�SRVVLEOH�
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������ 7LPHVFDOH

7KH�UHDGLQHVV�RI�HPSOR\HUV�WR�DJUHH�WR�HTXDO�RSSRUWXQLWLHV�PHDVXUHV�KDV�DOWHUHG�RYHU�WKH�\HDUV��,Q�����

WKH� HPSOR\HUV�ZHUH� VWLOO� WDEOLQJ� WKHLU� RZQ�SURSRVDOV� IRU� FKLOG� FDUH�� XQSDLG� FDUH� OHDYH� DQG� D� IXQG� IRU

ZRPHQ�UHWXUQHUV��EXW�LQ�VXEVHTXHQW�EDUJDLQLQJ�WKH\�ZHUH�VD\LQJ�WKH\�ZDQWHG�WR�OLPLW�WKH�XQGHUWDNLQJV

LQ�WKLV�DUHD�DV�PXFK�DV�SRVVLEOH�

3DUW� RI� WKH� H[SODQDWLRQ� IRU� WKLV� OLHV� LQ� WKH� HFRQRPLF� GHYHORSPHQWV� LQ� WKH� FRQWUDFW� FDWHULQJ� VHFWRU�

$OWKRXJK� WKH� FRPSDQLHV� ZHUH� VWLOO� PDNLQJ� D� SURILW�� FRPSHWLWLRQ� EHWZHHQ� FDWHULQJ� ILUPV� UDSLGO\

LQWHQVLILHG� DIWHU� ������ 7KH� HPSOR\HUV� WDON� RI� D� EUHDN� LQ� WKH� WUHQG�� (FRQRPLF� JURZWK� LQ� WKH� VHFWRU

GHFOLQHG� DQG� WKH�PDUNHW� IRU� EXVLQHVV� FDWHULQJ� IHOO� EDFN�� (PSOR\HUV�ZDQWHG� WR� WDUJHW� WKH� LQVWLWXWLRQDO

PDUNHW�RI�SULVRQV�DQG�KRVSLWDOV��DQG�IHOW�LW�ZDV�LPSRUWDQW� WR�NHHS�ZDJH�FRVWV�DV� ORZ�DV�SRVVLEOH��7KH

XQLRQV�DOVR�KDG�WR�DGMXVW�WKHLU�GHPDQGV�WR�WKLV�FKDQJHG�FOLPDWH��7KH\�KDG�WR�ZHLJK�WKH� LPSRUWDQFH�RI

GLIIHUHQW�PDWHULDO�GHPDQGV�RQH�DJDLQVW�WKH�RWKHU��+LJKHU�ZDJHV�DQG�MRE�UHWHQWLRQ�ZHUH�SULRULWLVHG�DERYH

LQFUHDVHG� H[SHQGLWXUH� RQ� FKLOG� FDUH� RU� SD\PHQW� GXULQJ� SDUHQWDO� DQG� VSHFLDO� OHDYH�� 'XULQJ� WKH

EDUJDLQLQJ�URXQGV�LQ������������DQG������WKH�XQLRQV�NHSW�RQ�ZLWKGUDZLQJ�WKHLU�SURSRVDOV�IRU�SDUW�SDLG

SDUHQWDO�DQG�VSHFLDO�OHDYH�

$� VHFRQG� H[SODQDWLRQ� DSSHDUV� WR� OLH� LQ� WKH� DOWHUHG� LPSRUWDQFH� SDUWLHV� VHHPHG� WR� DWWDFK� WR� HTXDO

RSSRUWXQLWLHV� LVVXHV�� 7KLQNLQJ� LQ� WHUPV� RI� GLVDGYDQWDJHG� JURXSV� LQ� WKH� ODERXU� PDUNHW� EHFDPH

LQFUHDVLQJO\� OHVV�SRSXODU��7KDW�ZDV�SDUWLFXODUO\�DSSDUHQW�ZLWKLQ�+RUHFDERQG�)19�ZKHUH� WKH�SRVLWLYH

DFWLRQ�SURMHFW�ZDV�WHUPLQDWHG�LQ�������$OWKRXJK�LWV�HYDOXDWLRQ�DFNQRZOHGJHG�WKHUH�ZDV�VWLOO�D�JUHDW�GHDO

WR�EH�GRQH�LQ�WKLV�DUHD�WKH�SRVW�RI�D�IHPDOH�PHPEHU�RI�VWDII�DV�HTXDOLW\�SROLF\�RIILFHU�ZDV�QRW�UHQHZHG�

7KH�XQLRQ�KDG�GHFLGHG� WKDW� LWV� SULRULWLHV� OD\� HOVHZKHUH�� 7KLV�ZDV� QRW� VLPSO\� EHFDXVH�PDWHULDO� LVVXHV

ORRPHG�ODUJHU�EXW�WKHUH�DOVR�VHHPV�WR�KDYH�EHHQ�OHVV�HQWKXVLDVP�IRU�QRQ�PDWHULDO�XQGHUWDNLQJV�VXFK�DV�

IRU�H[DPSOH��D�SRVLWLYH�DFWLRQ�SURJUDPPH��+RUHFDERQG�)19�WDEOHG�WKH�SURSRVDO�IRU�D�FRQFUHWH�SRVLWLYH

DFWLRQ�SODQ�LQ�������(PSOR\HHV�FRXOG�KDYH�VFRUHG�RQ�VXFK�D�SRLQW�EHFDXVH�ILQDQFLDOO\� WKHUH�ZDV� OLWWOH

PRUH�WR�EH�JDLQHG��$IWHU�WKH�HPSOR\HUV�EURNH�RII�GLVFXVVLRQV��KRZHYHU��WKH�SRLQW�GLVDSSHDUHG�IURP�WKH

DJHQGD��,W�VXEVHTXHQWO\�WUDQVSLUHG�WKDW�WKH�HPSOR\HUV�ZRXOG�KDYH�EHHQ�TXLWH�SUHSDUHG�WR�FRPH�XS�ZLWK

D� PRUH� PRGHUDWH� FRXQWHU�SURSRVDO�� +RUHFDERQG� )19� OHW� WKH� VXEMHFW� GURS�� KRZHYHU�� LQ� RUGHU� WR

FRQFHQWUDWH�RQ�PRUH� LPSRUWDQW� WRSLFV�VXFK�DV�ZDJH� LQFUHDVHV��EXW� WKH\�UHPDLQHG� LQWHQW�RQ�UDLVLQJ� WKH

DJH�OLPLW� IRU� FKLOGFDUH�� 7KH� VXEMHFW� RI� SRVLWLYH� DFWLRQ� GLG� QRW� VXUIDFH� DJDLQ� LQ� ODWHU� VHVVLRQV� DQG� LW

ZRXOG�DSSHDU�WKDW�WKH�ILJKWLQJ�VSLULW�KDV�ZDQHG�VRPHZKDW�VR�IDU�DV�WKLV�LVVXH�LV�FRQFHUQHG�
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,QGXVWULH��HQ�9RHGLQJVERQG�&19�DGRSWHG�D�PRUH�FDXWLRXV�SRVLWLRQ�ULJKW�IURP�WKH�RXWVHW��$OWKRXJK�WKH\

ZHUH�TXLWH�LQWHQW�RQ�LPSURYLQJ�WKH�SRVLWLRQ�RI�ZRPHQ�LQ�WKH�ODERXU�PDUNHW��WKHLU�SURSRVDOV�WR�WKLV�HQG

ZHUH� SULPDULO\� IUDPHG� LQ� YHU\� JHQHUDO� WHUPV�� 7KH� XQLRQ� IHOW� WKDW� LQ� ZRUVHQLQJ� HFRQRPLF� WLPHV� WKH

GHYHORSPHQW�RI�HPSOR\PHQW�DQG�PDLQWHQDQFH�RI�SXUFKDVLQJ�SRZHU�ZHUH�RI�PRUH�LPSRUWDQFH�WKDQ�HTXDO

RSSRUWXQLWLHV��7KH\� WKHUHIRUH�DUJXHG�IRU�PHDVXUHV�DW�QHXWUDO�FRVW� VXFK� DV� H[WHQGLQJ� WKH�RSSRUWXQLWLHV

IRU��XQSDLG��OHDYH��2QH�VXEMHFW�WKDW�,QGXVWULH��HQ�9RHGLQJVERQG�&19�LV�SDUWLFXODUO\�KRW�RQ�LV�WKH�ULJKW

WR�SDUW�WLPH�ZRUN��DQG�WKH\�KDYH�DOUHDG\�LQWURGXFHG�WKLV�LQWR�WKH�EDUJDLQLQJ�RQ�YDULRXV�RFFDVLRQV��EXW

VR�IDU�ZLWKRXW�DQ\�VXFFHVV�

����� 6WUDWHJ\

7KH�SDUWLHV� DSSOLHG�YDULRXV� VWUDWHJLHV�GXULQJ� WKH�EDUJDLQLQJ�SURFHVV��+RUHFDERQG� )19�� DV� D� JHQHUDO

UXOH��HPSOR\HG�WKH�VWUDWHJ\�RI�DLPLQJ�KLJK�LQ�WKH�EDUJDLQLQJ�ZLWK�TXLWH�GHWDLOHG�SURSRVDOV�ZKHUH�HTXDO

RSSRUWXQLWLHV�ZHUH�FRQFHUQHG��7KLV�VWUDWHJ\�DSSHDUHG�WR�ZRUN�ZHOO�ZKHQ�LW�FDPH�WR�JHWWLQJ�DQ�LWHP�RQ

WKH�DJHQGD��EXW�WKH�GHWDLOHG�IRUPXODWLRQV�ZHUH�VHOGRP�XVHG�IRU� WKH�DJUHHPHQW¶V� ILQDO� WH[W��9HQHFD��RQ

WKH�RWKHU�KDUG��HOHFWHG�WR�PDNH�JHQHUDOO\�IRUPXODWHG�SURSRVDOV�ZKLFK�DOORZHG� WKH�HPSOR\HUV�SOHQW\�RI

VFRSH�WR�IOHVK�RXW�WKH�SURYLVLRQ�DV�WKH\�VDZ�ILW��(PSOR\HUV�DUH�FHUWDLQO\�ZHOO�GLVSRVHG�WR�GHFODUDWLRQV�RI

LQWHQW�� EXW� WKH\� ILJKW� VK\� RI� ELQGLQJ� XQGHUWDNLQJV�� ,Q�PRVW� FDVHV� WKH� HPSOR\HUV¶� PRGHUDWH� SURSRVDOV

ZHUH�DFFHSWDEOH�WR�ERWK�SDUWLHV�DQG�HQGHG�XS�LQ�WKH�ILQDO�WH[W�WKDW�HPHUJHG�IURP�WKH�EDUJDLQLQJ��,Q�VRPH

FDVHV�ERWK�VLGHV�DJUHHG�WKDW�D�VFKHPH�ZRXOG�EH�ZRUNHG�XS�LQ�PRUH�GHWDLO�ZLWKLQ� WKH�FRQWUDFW�FDWHULQJ

-RLQW�&RPPLWWHH�RQ�ZKLFK�ERWK�HPSOR\HUV�DQG�HPSOR\HHV�DUH�UHSUHVHQWHG��7KLV�FRQVXOWDWLYH�ERG\�WKHQ

VHW� XS� D� ZRUNLQJ� SDUW\� IRU� WKLV� SXUSRVH�� D� VWUDWHJ\� ZKLFK� DSSHDUHG� WR� EH� YHU\� VXFFHVVIXO�� DQG� WKH

ZRUNLQJ� SDUW\� ZDV� XVHG� WR� ZRUN� XS� WKH� GHFODUDWLRQV� RI� LQWHQW� RQ� FKLOG� FDUH� DQG� FRPEDWWLQJ� VH[XDO

KDUDVVPHQW�LQWR�FRQFUHWH�VFKHPHV�DQG�SURFHGXUHV��$OWKRXJK�LW�VRPHWLPHV�WRRN�\HDUV�WR�HVWDEOLVK�WKHVH

LQ�WKHLU�ILQDO�IRUP�WKLV�GLG�PDNH�LW�SRVVLEOH�WR�DUULYH�DW�HQRXJK�GHWDLO�IRU�WKHP�WR�ZRUN�ZHOO�LQ�SUDFWLFH�

3URYLVLRQV�LQ�WKH�DJUHHPHQW�ZKLFK�ZHUH�QRW�ZRUNHG�XS�MRLQWO\�LQ� WKLV�ZD\�VHHP�WR�KDYH�PHW�ZLWK� OHVV

VXFFHVV��2QH�H[DPSOH�LV�WKH�XQGHUWDNLQJ�WR�LPSURYH�WKH�SRVLWLRQ�RI�ZRPHQ��7KH�SURYLVLRQ�WDONV�RI�H[WUD

DWWHQWLRQ�EHLQJ�SDLG�WR�ZRPHQ�LQ�UHFUXLWPHQW�DQG�VHOHFWLRQ��EXW�LW�LV�XQFOHDU�ZKDW�IRUP�WKLV�LV�VXSSRVHG

WR�WDNH��+RUHFDERQG�)19�WULHG�WR�JLYH�WKLV�XQGHUWDNLQJ�D�PRUH�FRQFUHWH�IRUP�E\�SXWWLQJ�IRUZDUG�QHZ

SURSRVDOV� LQ������IRU�D�SRVLWLYH� DFWLRQ�SODQ�� EXW� GHFLGHG� WR�ZLWKGUDZ� WKHVH� DJDLQ� DIWHU� WKH� FROOHFWLYH

EDUJDLQLQJ�ZDV�EURNHQ�RII��0DNLQJ�GHWDLOHG�SURSRVDOV�FRQFHUQLQJ� WKH�SRVLWLRQ�RI�ZRPHQ�LQ� WKH�VHFWRU

VHHPHG�QRW�WR�EH�WKH�ULJKW�VWUDWHJ\�DW�WKH�WLPH�RI�D�ZRUVHQLQJ�HFRQRPLF�VLWXDWLRQ��7KH�EURDG�EDVH�IRU

NQRFNLQJ�WKLV�XQGHUWDNLQJ�LQWR�FRQFUHWH�VKDSH�ZLWKLQ�VRPH�NLQG�RI�MRLQW�ZRUNLQJ�SDUW\�ZDV�ODFNLQJ��7KH

VWUDWHJLHV� RI� ERWK� HPSOR\HUV� DQG� HPSOR\HHV� DUH� REYLRXVO\� OLQNHG� WR� WKH�PHDQV� RI� LQIOXHQFH� WKH\� FDQ
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GHSOR\��7KH�OLWHUDWXUH�FRQWDLQV�QXPHURXV�VXUYH\V�RI�PHDQV�RI�WKLV�NLQG��+HQFH�.X\SHUV��������VLQJOHV

RXW�� LQWHU� DOLD�� ZHDOWK�� SUHVWLJH�� QXPEHUV� �RI� PHPEHUV�� HPSOR\HHV��� SURILFLHQF\�� NQRZ�KRZ�� OR\DOW\�

IRUPDO� ULJKWV� DQG� SRZHUV�� DQG� LGHRORJLFDO� RXWORRN��0HDQV� RI� WKLV� NLQG� FDQ� EH� GHSOR\HG� LQ� GHFLVLRQ�

PDNLQJ�SURFHVVHV��(PSOR\HU�DQG�HPSOR\HH�RUJDQLVDWLRQV�GLVSRVH�RI�WKHP�LQ�GLIIHUHQW�GHJUHHV��,W�LV�WUXH

WR�VD\�IRU�H[DPSOH�WKDW��RQ�WKH�ZKROH��HPSOR\HUV�KDYH�PRUH�ILQDQFLDO�PHDQV�DQG�IRUPDO�SRZHUV�DW�WKHLU

GLVSRVDO�� (PSOR\HH� RUJDQLVDWLRQV�� RQ� WKH� RWKHU� KDQG�� GLVSRVH� RI� D� UDQN� DQG� ILOH� RI� PHPEHUV

�+RUHFDERQG�)19��KRZHYHU�� FDQ� UDOO\�PRUH�PHPEHUV� WKDQ� ,QGXVWULH�� HQ�9RHGLQJVERQG�&19���ZKLOH

WKHLU�DIILOLDWLRQ�WR�D�WUDGH�XQLRQ�IHGHUDWLRQ�JLYHV�WKHP�DFFHVV�WR�PHDQV�VXFK�DV�NQRZ�KRZ�

���� ,QIOXHQFH�LQVLGH�WKH�EDUJDLQLQJ�SDUWLHV

,W�LV�GLIILFXOW�WR�VD\�KRZ�LQIOXHQFH�LV�GLVWULEXWHG�LQVLGH�WKH�WKUHH�QHJRWLDWLQJ�SDUWLHV��:LWKLQ�WKH�XQLRQV

WKH�SURFHVV�RI� SUHSDULQJ� WKH�EDUJDLQLQJ� DJHQGD� DQG� DSSURYLQJ� WKH�EDUJDLQLQJ�RXWFRPHV� LV� D� FRPSOH[

RQH�� 7KH� XQLRQ� RXWOLQHV� WKH� JHQHUDO� SROLF\� RQ�ZRUNLQJ� FRQGLWLRQV�ZKLFK� WKH�PHPEHUV� WKHQ� EXLOG� RQ�

7KLV�SROLF\�KDV�EHHQ�HVWDEOLVKHG�YLD�PHPEHUV¶�UHJLRQDO�DVVHPEOLHV�DQG�PHHWLQJV�RI�WKH�XQLRQ�H[HFXWLYH�

7KH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW�FRPPLWWHH�DQG�WKH�RIILFLDO�V��ZRUN�RXW� WKHLU�SUH�EDUJDLQLQJ

VWDQFH� WRJHWKHU� DQG� FRQVLGHU� WKH� RXWFRPHV� LQ� WKH� VDPH� ZD\�� $Q� DGYDQWDJH� RI� WKLV� FRPSOH[

RUJDQLVDWLRQDO� VWUXFWXUH� LV� WKDW� WKH� SRLQWV� DW� ZKLFK� GHFLVLRQV� DUH� WDNHQ� DUH� ZHOO� GRFXPHQWHG�� $

GLVDGYDQWDJH� LV� WKDW� LW� LV� GLIILFXOW� WR� SLQ�SRLQW� WKH� SUHFLVH� VRXUFHV� RI� LQIOXHQFH�� 7KH� GHFLVLRQ�PDNLQJ

SURFHVVHV�ZLWKLQ� WKH�HPSOR\HU�RUJDQLVDWLRQV�DUH� OHVV� FRPSOH[�EXW� DOVR� FHUWDLQO\� OHVV� WUDQVSDUHQW��7KH

EDUJDLQLQJ�SURSRVDOV�ZHUH�GUDZQ�XS�E\�WKH�PDQDJHPHQWV�RI�WKH�9HQHFD�FRPSDQLHV�LQ�FRQMXQFWLRQ�ZLWK

WKH�VRFLDO�DIIDLUV�FRPPLWWHH�FRPSRVHG�RI�WKHLU�KHDGV�RI�SHUVRQQHO��7KLV�JURXS�VSHQGV�D�QXPEHU�RI�GD\V

LQ�D�FHQWUDO�ORFDWLRQ�GLVFXVVLQJ�GHYHORSPHQWV�LQ�WKH�VHFWRU��)ROORZLQJ�WKHVH�GLVFXVVLRQV�WKH�QHJRWLDWRUV

IRUPXODWH�WKH�ZULWWHQ�SURSRVDOV��,QIOXHQFH�DQDO\VLV�LV�RQO\�DSSOLHG� WR� WKH� WKUHH�EDUJDLQLQJ�SDUWLHV�DV�D

ZKROH��DQG�QR�GLVWLQFWLRQ�LV�PDGH�EHWZHHQ�WKH�YDULRXV�VHFWLRQV�WKDW�DUH�DFWLYH�ZLWKLQ�HDFK�RUJDQLVDWLRQ�
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������ 7KH�LQIOXHQFH�RI�ZRPHQ

1R� ZRPHQ� ZHUH� LQYROYHG� LQ� WKH� EDUJDLQLQJ� RQ� WKH� ILYH� FRQWUDFW� FDWHULQJ� FROOHFWLYH� DJUHHPHQWV� LQ

TXHVWLRQ�� ,Q� RWKHU� ZRUGV�� XS� XQWLO� ����� WKHUH� ZHUH� QR� ZRPHQ� DFWLQJ� DV� QHJRWLDWRUV�� 7KH� ILUVW� WLPH

ZRPHQ�WRRN�SDUW�ZDV�LQ������ZKHQ�WKH�EDUJDLQLQJ�ZDV�MRLQHG�E\�WZR�ZRPHQ��RQH�HDFK�IRU�+RUHFDERQG

)19� DQG� WKH� QHZO\� HQWHUHG�8QLH�%+/3�� 6LQFH� LW�ZDV� WKHQ� GHFLGHG� WR� H[WHQG� WKH� H[LVWLQJ� FROOHFWLYH

DJUHHPHQW� IRU� DQRWKHU�\HDU�QR�QHZ�XQGHUWDNLQJV�ZHUH�PDGH�RQ� HTXDO� RSSRUWXQLWLHV�� 7KXV� QR�ZRPHQ

WRRN�SDUW�LQ�WKH�EDUJDLQLQJ�ZKLFK�ZDV�VXEMHFWHG�WR�DQ�LQIOXHQFH�DQDO\VLV�

7KH�LQWHUYLHZHHV�ZHUH�QHYHUWKHOHVV�XQDQLPRXVO\�RI�WKH�RSLQLRQ�WKDW�ZRPHQ�GLG�KDYH�DQ�LQIOXHQFH�DW�WKH

SUH�EDUJDLQLQJ�VWDJH�DQG�RQ�WKH�LPSOHPHQWDWLRQ�RI� WKH�EDUJDLQLQJ�RXWFRPHV� LQ� WKH�HTXDO�RSSRUWXQLWLHV

ILHOG�� +RUHFDERQG� )19µV� LQIOXHQFH� LV� VDLG� WR� KDYH� EHHQ� WKH� FRPELQHG� UHVXOW� RI� LQWHUDFWLRQ� EHWZHHQ

ZRPHQ�RQ� WKH� FROOHFWLYH� DJUHHPHQW� FRPPLWWHH�� RIILFLDOV�ZKR� WKHPVHOYHV� IHOW� VWURQJO\� DERXW�ZRPHQ¶V

LVVXHV� DQG� D�ZRPDQ� HTXDOLW\� SROLF\� RIILFHU��0RUHRYHU�� WKH� QDWLRQDO� ZRPHQ¶V� FRPPLWWHH� ZRXOG� KDYH

LQIOXHQFHG�WKH�IRUPXODWLRQ�RI�WKH�JHQHUDO�SROLF\�RQ�ZRUNLQJ�FRQGLWLRQV��ZKLOH�WKH�ZRPHQ¶V�VHFUHWDULDW�RI

WKH� FHQWUDO� )19� ZHUH� LQIOXHQWLDO� E\� WKH� IDFW� WKDW� FRQFUHWH� SURSRVDOV� ZHUH� IRUPXODWHG� XVLQJ� WKHLU

FROOHFWLYH� EDUJDLQLQJ� VFHQDULR� �)19� ZRPHQ¶V� VHFUHWDULDW�� ������� 7KH� ZRPHQ¶V� VHFUHWDULDW� ZDV

SDUWLFXODUO\� LQIOXHQWLDO� EHFDXVH� WKH\� VXSSOLHG� D� FHQWUDO� UHSUHVHQWDWLYH� ZKR� ZRUNHG� XS� WKH� JULHYDQFH

SURFHGXUH��7KH�RIILFLDO�IURP�,QGXVWULH��HQ�9RHGLQJVERQG�&19�VSRNH�RI�WKH�UROH�RI�WKH�ZRPHQ�PHPEHUV

RI� WKH� FROOHFWLYH� DJUHHPHQW� FRPPLWWHH� LQ� VLPLODU� WHUPV�� EXW� GLG� QRW� DWWULEXWH� DQ\� LQIOXHQFH� WR� WKH

ZRPHQ¶V� VHFUHWDULDW� RI� WKH� &19� FHQWUDO� IHGHUDWLRQ�� 7KH� HPSOR\HUV� DOVR� WDONHG� RI� PRUH� LQGLUHFW

LQIOXHQFH�E\�ZRPHQ��UHFRXQWLQJ�WKDW�WKH�ZRPHQ�PHPEHUV�RI�WKH�VRFLDO�DIIDLUV�FRPPLWWHH�KDG�DQ�DFWLYH

LQSXW� LQWR� WKH�SURSRVDOV�RQ� HTXDO� RSSRUWXQLWLHV� LVVXHV��7KH� ODUJH�QXPEHU�RI�ZRPHQ�HPSOR\HHV� LQ� WKH

VHFWRU�ZDV� DOVR� DQ� LQIOXHQWLDO� IDFWRU�� VLQFH� HPSOR\HUV� DUH�NHHQ� WR� WDNH�RQ�ZRPHQ� UHWXUQHUV� DQG�ZHUH

FHUWDLQO\�SUHSDUHG�WR�LQYHVW�LQ�WKLV�W\SH�RI�HPSOR\HH�ZKHQ�HPSOR\PHQW�ZDV�RQ�WKH�LQFUHDVH�
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���� &HQWUDO�ODERXU�UHODWLRQV

'XULQJ�WKH�SHULRG�ZKHQ�FRQWUDFW�FDWHULQJ�ZDV�DFKLHYLQJ�LWV�PDMRU�XQGHUWDNLQJV�RQ�HTXDO�RSSRUWXQLWLHV�

HPSOR\HUV�DQG�HPSOR\HHV�ZHUH�DOVR�DLPLQJ�DW�XQGHUWDNLQJV�RQ�WKLV�VXEMHFW�DW�WKH�FHQWUDO�OHYHO��7KXV�LQ

�����WKH�/DERXU�)RXQGDWLRQ�ZDV�LVVXLQJ�UHFRPPHQGDWLRQV�RQ�WKH�SUHYHQWLRQ�DQG�FRPEDWLQJ�RI�VH[XDO

KDUDVVPHQW��ZKLOH� WKH� 6RFLDO�(FRQRPLF�&RXQFLO� IROORZHG� WKLV� D� \HDU� ODWHU�ZLWK� DGYLFH� RQ� FRPEDWLQJ

VH[XDO�KDUDVVPHQW�LQ�WKH�ZRUNSODFH��,Q������WKH�/DERXU�)RXQGDWLRQ�EURXJKW�RXW�UHFRPPHQGDWLRQV�RQ

ZRPHQ�DQG�ZRUN��DQG�RQ�FRPSDQ\�UHFUXLWPHQW�DQG�VHOHFWLRQ�SROLF\��ZKLOH�WKH�6RFLDO�(FRQRPLF�&RXQFLO

KDG� DOUHDG\� SXEOLVKHG� D� SRVLWLYH� DFWLRQ� SURJUDPPH� LQ� ������ ,W� LV� GLIILFXOW� WR� HVWDEOLVK� MXVW� KRZ

LQIOXHQWLDO� WKHVH� FHQWUDO� XQGHUWDNLQJV�SURYHG� WR� EH��:KDW� LV� FOHDU� LV� WKDW� WKHUH�ZDV� FHUWDLQO\� D� GLUHFW

FRQWDFW�EHWZHHQ�FRQWUDFW�FDWHULQJ�DQG�WKH�FRQVXOWDWLYH�ERGLHV�RQ�WKH�VXEMHFW�RI�VH[XDO�KDUDVVPHQW��VLQFH

FRQWUDFW� FDWHULQJ¶V� FHQWUDO� UHSUHVHQWDWLYH� RQ� VH[XDO� KDUDVVPHQW� ZDV� LQYROYHG� DW� WKH� QDWLRQDO� OHYHO� LQ

GUDZLQJ�XS�ERWK�WKH�/DERXU�)RXQGDWLRQ¶V�UHFRPPHQGDWLRQ�DQG�WKH�6RFLDO�(FRQRPLF�&RXQFLO¶V�DGYLFH�

6KH�FRXOG�FLWH�WKH�IDFW�WKDW�WKHUH�ZDV�DOUHDG\�D�FHQWUDO�FRQVHQVXV�RQ�WKLV�VXEMHFW�LQ�RUGHU� WR�XQGHUOLQH

WKH� LPSRUWDQFH� RI� WKH� LVVXH� ZLWKLQ� FRQWUDFW� FDWHULQJ�� )XUWKHUPRUH�� WKH� IDFW� WKDW� WKH� )RXQGDWLRQ� ZDV

GUDZLQJ�XS�LWV�UHFRPPHQGDWLRQ�RQ�VH[XDO�KDUDVVPHQW�ZDV�JLYHQ�E\�WKH�HPSOR\HUV�DV�D�PRWLYDWLRQ�IRU

WKHLU�RZQ�EDUJDLQLQJ�SURSRVDOV�LQ������

���� 1DWLRQDO�JRYHUQPHQW

1DWLRQDO� JRYHUQPHQW� PHDVXUHV� KDG� DQ� LQGLUHFW� LQIOXHQFH� RQ� WKH� UHDOL]DWLRQ� RI� HTXDO� RSSRUWXQLWLHV

SURYLVLRQV�LQ�WKH�FROOHFWLYH�DJUHHPHQWV�DQG�RQ�WKH�IRUPXODWLRQ�RI�EDUJDLQLQJ�SURSRVDOV��7KH�FKLOG�FDUH

ZRUNLQJ�SDUW\��IRU�H[DPSOH��ZDV�LQ�GLUHFW�FRQWDFW�ZLWK�WKH�0LQLVWU\�RYHU�WKH�SUHSDUDWLRQV�IRU�WKH������

�����VHFRQG�&KLOG�&DUH�,QFHQWLYH�6FKHPH��7KLV�ZDV�ODWHU�H[WHQGHG�WR�LQFOXGH�������3HWHUV���������7KH

ZRUNLQJ�SDUW\�PDGH�JUDWHIXO�XVH�RI�WKH�IDFW�WKDW�WKHUH�ZDV� WR�EH�D� ILQDQFLDO�FRQWULEXWLRQ� WR�FKLOG�FDUH

IDFLOLWLHV�IURP�JRYHUQPHQW�DV�ZHOO�DV�HPSOR\HUV�DQG�HPSOR\HHV��'XULQJ�WKH�GHYHORSPHQW�RI�WKH�VH[XDO

KDUDVVPHQW�JULHYDQFH�SURFHGXUH�WKH�FHQWUDO�UHSUHVHQWDWLYH�UHJXODUO\�DOOXGHG�WR�WKDW�IDFW�WKDW�D�SURYLVLRQ

RQ� WKLV� VXEMHFW� ZDV� WR� EH� LQFOXGHG� LQ� WKH� ODZ� RQ� ZRUNLQJ� FRQGLWLRQV�� 7KLV� SURYLVLRQ� ZRXOG� FRPSHO

HPSOR\HUV� WR�RSHUDWH� DQ� DQWL�VH[XDO� KDUDVVPHQW�SROLF\� LQ� WKH�ZRUNSODFH� �0HW]� DQG�RWKHUV� ������ ����

7KH�ODZ�FDPH�WRR�ODWH�WR�JLYH�D�GLUHFW�OHDG�RQ�WKH�PDNLQJ�RI�FROOHFWLYH�XQGHUWDNLQJV��EXW�WKH�IDFW�WKDW�LW

ZDV�LQ�SUHSDUDWLRQ�ZDV�XVHG�DV�D�MXVWLILFDWLRQ�
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7KH�JRYHUQPHQW¶V�3RVLWLYH�$FWLRQ�,QFHQWLYH�6FKHPH��ZKLFK�ZDV�LQ�IRUFH�IURP������WR�������DOVR�KDG

DQ�LQGLUHFW�LQIOXHQFH��7KLV�VFKHPH�RIIHUHG�HPSOR\HUV�DQG�XPEUHOOD�RUJDQLVDWLRQV�RQH�RII�FRVW�SD\PHQWV

IRU� FRQFUHWH� SRVLWLYH� DFWLRQ�PHDVXUHV� RU� IRU� WKH� DSSRLQWPHQW� RI� D� SRVLWLYH� DFWLRQ� RIILFHU� �0HW]�� DQG

RWKHUV�� ���������� $FWLQJ� RQ� WKH� DGYLFH� RI� WKH� QDWLRQDO� )19¶V� ZRPHQ¶V� VHFUHWDULDW�� WKH� +RUHFDERQG

)19�RIILFLDO�ZKRVH�UHPLW�LQFOXGHG�ZRPHQ¶V�DIIDLUV�SXW�LQ�DQ�DSSOLFDWLRQ�XQGHU� WKH�VFKHPH�WR�HPSOR\

DQ�HTXDOLW\�RIILFHU��7KH�RIILFLDO�GLG�QRW�KDYH�HQRXJK� WLPH� WR� WDFNOH� WKH�VXEMHFW�KLPVHOI�DQG�ZDQWHG� WR

WDNH�RQ�DQ�H[WUD�SHUVRQ�WR�GR�LW��7KH�JUDQW�ZDV�DSSURYHG�DQG�+RUHFDERQG�)19�KDG�D�ZRPDQ�HTXDOLW\

SROLF\�RIILFHU�IURP������WR������

���� (XURSH

7KH�DUFKLYDO�UHVHDUFK�DQG�WKH�LQWHUYLHZV�VHHP�WR�LQGLFDWH�WKDW�GHYHORSPHQWV�DW�WKH�(XURSHDQ�OHYHO�KDG

QR� GLUHFW� LQIOXHQFH� RQ� WKH� FRQWUDFW� FDWHULQJ� FROOHFWLYH� DJUHHPHQW�� 5HFRPPHQGDWLRQV� DQG� FRGHV� RI

SUDFWLFH�RQ�HTXDO�RSSRUWXQLWLHV�PDWWHUV�DSSHDUHG�WRR�ODWH�IRU�WKHP�WR�EH�DWWULEXWHG�DQ\�GLUHFW�LQIOXHQFH�

,Q� 0DUFK� ������ IRU� H[DPSOH�� WKH� (XURSHDQ� &RPPLVVLRQ� LVVXHG� D� 5HFRPPHQGDWLRQ� RQ� FKLOG� FDUH�

DGYLVLQJ�PHPEHU�VWDWHV�WR�HQFRXUDJH�LQLWLDWLYHV�WR�SURYLGH�FKLOG�FDUH�DUUDQJHPHQWV�IRU�ZRUNLQJ�SDUHQWV

DQG�SDUHQWV�ZKR�DUH�XQGHUJRLQJ� WUDLQLQJ�RU� DUH� ORRNLQJ� IRU�ZRUN� DQG� WUDLQLQJ� �������((&���%\� WKDW

WLPH� WKH�&KLOG�&DUH� ,QFHQWLYH�6FKHPH�KDG� DOUHDG\� EHHQ� LQ� IRUFH� LQ� WKH�1HWKHUODQGV� IRU� D� QXPEHU� RI

\HDUV�DQG�WKH�FKLOG�FDUH�VFKHPH�ZLWKLQ�FRQWUDFW�FDWHULQJ�ZDV�ZHOO�RQ�LWV�ZD\�WR�EHLQJ�IXOO\�GHYHORSHG�

7KH�VDPH�LV�WUXH�RI�WKH�FRGH�RI�SUDFWLFH�IRU�FRPEDWLQJ�VH[XDO�KDUDVVPHQW�LQ�WKH�ZRUNSODFH�ZKLFK�ZDV

DJUHHG�LQ������DQG�ZKLFK�UHFRPPHQGHG� WKDW�HPSOR\HUV�VKRXOG� WDNH�SUHYHQWLYH�PHDVXUHV�DQG�GHYHORS

SURFHGXUHV� WR� FRPEDW� KDUDVVPHQW� �(XURSHDQ� &RPPLVVLRQ�� ������� 7KH� /DERXU� )RXQGDWLRQ� DQG� WKH

6RFLDO�(FRQRPLF�&RXQFLO�KDG�DOUHDG\�EURXJKW�RXW�WKHLU�UHFRPPHQGDWLRQ�DQG�DGYLFH�LQ������DQG������

%\� WKHQ� WKH� FRQWUDFW� FDWHULQJ� FROOHFWLYH� DJUHHPHQW� DOUHDG\� LQFOXGHG� LWV� RZQ� JULHYDQFH� SURFHGXUH� IRU

FRPEDWLQJ�VH[XDO�KDUDVVPHQW�
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���� *HQHUDO�FRQFOXVLRQ

%\� XVLQJ� LQWHQVLYH� SURFHVV� DQDO\VLV� ZH� KDYH� VRXJKW� WR� GHWHUPLQH� ZKLFK� DFWRUV� ZHUH� LQIOXHQWLDO� LQ

DFKLHYLQJ�HTXDO�RSSRUWXQLWLHV�SURYLVLRQV� LQ� WKH�'XWFK�FROOHFWLYH�DJUHHPHQW� IRU�FRQWUDFW� FDWHULQJ��7KLV

KDV�VKRZQ�WKDW�SROLF\�LV�MRLQWO\�GHWHUPLQHG�E\�WKH�ODUJHVW�RI�WKH�HPSOR\HH�RUJDQLVDWLRQV��ODUJH�WR�YHU\

ODUJH� LQIOXHQFH�� DQG� WKH� HPSOR\HU� RUJDQLVDWLRQ� �ODUJH� LQIOXHQFH��� ZKLOH� WKH� VPDOOHU� HPSOR\HH

RUJDQLVDWLRQ�KDG�D�VPDOO� LQIOXHQFH�� ,W� LV� QRWLFHDEOH� WKDW� RWKHU� DFWRUV�� VXFK� DV� WKH�ZRPHQ¶V�PRYHPHQW

DQG�YDULRXV�IRUPV�RI�JRYHUQPHQW��H[HUWHG�QR�GLUHFW�LQIOXHQFH��7KH�FROOHFWLYH�EDUJDLQLQJ�DUHQD�GRHV�QRW

FRPH�XQGHU�WKH�VFUXWLQ\�RI�RXWVLGHUV�DQG�VHHPV�WR�EH�SUHWW\�ZHOO�LPSHQHWUDEOH�VR�IDU�DV�RWKHU�DFWRUV�DUH

FRQFHUQHG��7KHUH�LV�QR�GLUHFW�LQIOXHQFH�IURP�RXWVLGH��ZKDW�UHDOO\�PDWWHUV�LV�ZKDW�WKRVH�ZKR�DUH�GLUHFWO\

LQYROYHG�DUH�SUHSDUHG�WR�SXW�LQWR�LW�

7KH�HPSOR\HH�RUJDQLVDWLRQV�WDNH�WKH�OHDG�ZKHQ�LW�FRPHV�WR�GHPDQGV�UHODWLQJ�WR�HTXDO�RSSRUWXQLWLHV��7KH

VXFFHVV� RI� WKHLU� HIIRUWV� GHSHQGV�� ILUVWO\�� RQ� WKHLU� FKRVHQ� VWUDWHJ\�� :LVKHV� EHFRPH� UHDOLW\� ZKHQ� WKH

VWUDWHJ\�LV�IRXQGHG�RQ�FOHDU�GHPDQGV�FRPELQHG�ZLWK�D�UHDGLQHVV�WR�FRPSURPLVH��7KLV�DOVR�DSSOLHV�WR�WKH

LPSOHPHQWDWLRQ�VWDJH��� WKH�XVH�RI� MRLQW�ZRUNLQJ�JURXSV�RI� HPSOR\HUV� DQG� HPSOR\HHV� WR� HVWDEOLVK�KRZ

SURYLVLRQV� DUH� WR� EH� SXW� LQWR� HIIHFW� SUHYHQWV� LQLWLDWLYHV� VLPSO\� UHPDLQLQJ� JRRG� LQWHQWLRQV�� 6HFRQGO\�

XQLRQ� LQIOXHQFH� GHSHQGV� RQ� WKH� PHDQV� RI� LQIOXHQFH� DW� WKHLU� GLVSRVDO�� 7KH� SURPRWLRQ� RI� HTXDO

RSSRUWXQLWLHV�IRU�PHQ�DQG�ZRPHQ�LV�SDUW�RI�WKH�ODUJHVW�XQLRQ¶V�LGHRORJLFDO�VWDQFH��7KLV�XQLRQ�DOVR�PDGH

XVH�RI�WKH�IDFW�WKDW�LW�LV�URRWHG�LQ�D�WUDGH�XQLRQ�IHGHUDWLRQ�ZKLFK�FDQ�VXSSO\�HTXDO�RSSRUWXQLWLHV�NQRZ�

KRZ�DQG�H[SHUWLVH��7KLUGO\��DV�HPHUJHV�IURP�D�FRPSDULVRQ�RI�WKH�LQIOXHQFH�RI�WKH�WZR�XQLRQV��WKH�VL]H

RI�WKH�UDQN�DQG�ILOH�LV�DOVR�DQ�LPSRUWDQW�IDFWRU��2WKHU�PHDQV�VXFK�DV�SURILFLHQF\�DQG�SUHVWLJH�VHHP�WR

SOD\�D�OHVVHU�UROH�

7KH�UROH�RI�WKH�HPSOR\HU�RUJDQLVDWLRQV�LQ�SURPRWLQJ�HTXDO�RSSRUWXQLWLHV�PXVW�QRW�EH�XQGHUHVWLPDWHG��,Q

VRPH�FDVHV�HPSOR\HUV�WDNH�WKH�LQLWLDWLYH�DQG�LQ�RWKHUV�WKH\�DUH�SUHSDUHG�WR�PDNH�XQGHUWDNLQJV�SURYLGHG

FRPSURPLVHV�FDQ�EH�DJUHHG��$�IDFWRU�LQ�WKLV�LV�WKDW�VRPH�HTXDO�RSSRUWXQLWLHV�LVVXHV�UHODWH�LQ�D�SRVLWLYH

RU�QHXWUDO�ZD\�WR�WKHLU�ILQDQFLDO�HFRQRPLF�EXVLQHVV� LQWHUHVWV� ��7KH�PRVW� LPSRUWDQW�PHDQV�RI� LQIOXHQFH

IRU�WKH�HPSOR\HUV�LV�RI�FRXUVH�WKHLU�IRUPDO�SRVLWLRQ�LQ�WKH�ILUPV��2WKHU�PHDQV�VXFK�DV� WKH�SUHVHQFH�RI

H[SHUWLVH��VNLOOV�DQG�QXPEHUV�RI�PHPEHUV�DSSHDU�WR�EH�OHVV�UHOHYDQW�
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7KH� HPSOR\HU� DQG� HPSOR\HH� RUJDQLVDWLRQV� LQYROYHG� DUH� LQGLUHFWO\� LQIOXHQFHG� E\� GHYHORSPHQWV� LQ� WKH

VHFWRU�� FHQWUDO� ODERXU� UHODWLRQV� DQG� QDWLRQDO� OHJLVODWLRQ�� 7KH� HFRQRPLF� WUHQG� LQ� WKH� VHFWRU� KHOSV� WR

GHWHUPLQH� KRZ� PXFK� OHHZD\� WKH� HPSOR\HUV� KDYH� IRU� EDUJDLQLQJ�� EXW� WKLV� WKHUHIRUH� DSSOLHV� WR� WKH

HPSOR\HHV�DV�ZHOO��7KH�EDUJDLQLQJ�FOLPDWH�IRU�HTXDO�RSSRUWXQLWLHV�LV�FUHDWHG�E\�WKH�DJUHHPHQWV�VWUXFN

EHWZHHQ�WKH�HPSOR\HU�DQG�HPSOR\HH�RUJDQLVDWLRQV��$�WKLUG�IDFWRU�LV�ZKDW�FRQGLWLRQV�QDWLRQDO�OHJLVODWLRQ

RIIHUV� LQ� UHODWLRQ� WR�ZRUNLQJ� FRQGLWLRQV� LQ� WKH� HTXDO� RSSRUWXQLWLHV� ILHOG�� ,W� LV� DJDLQVW� WKLV� EDFNJURXQG

WKDW�FROOHFWLYH�EDUJDLQLQJ�SURFHHGV��'HYHORSPHQWV�DW�WKH�(XURSHDQ�OHYHO�GR�QRW�DSSHDU�WR�KDYH�KDG�DQ

LPSRUWDQW�EHDULQJ�RQ�WKH�RXWFRPH�RI�WKH�FROOHFWLYH�EDUJDLQLQJ� LQ�FRQWUDFW�FDWHULQJ��%HFDXVH�(XURSHDQ

GHYHORSPHQWV� FDXVHG� QR� GLUHFW� FKDQJHV� LQ� WKH� QDWLRQDO� SROLF\� RQ� FKLOG� FDUH� RU� LQ� WKH� DJUHHPHQWV� RQ

HTXDO�RSSRUWXQLWLHV�ZKLFK�HPSOR\HU�DQG�HPSOR\HH�RUJDQLVDWLRQV�KDG�DOUHDG\�VWUXFN�DW�WKH�FHQWUDO�OHYHO�

WKH\�KDG�QR�FRQVHTXHQFHV�DW�WKH�VHFWRUDO�OHYHO�

���� 5HFRPPHQGDWLRQV

(PSOR\HUV�VHHP�WR�EH�SDUWLFXODUO\�ZLOOLQJ�WR�DJUHH�WR�XQGHUWDNLQJV�RQ�HTXDO�RSSRUWXQLWLHV�LI�WKHVH�FDQ

EH�GHIHQGHG�RQ�HFRQRPLF�JURXQGV��3URSRQHQWV�RI�HTXDO�RSSRUWXQLWLHV�PHDVXUHV�ZLOO�WKHUHIRUH�JHW�EHWWHU

UHVXOWV�RXW�RI�HPSOR\HUV�LI�ZKHQ�PDNLQJ�WKHLU�FDVH�WKH\�DOOXGH�WR�WKH�HFRQRPLF�LPSRUWDQFH�RI�LPSURYLQJ

WKH�ZRUNLQJ�FRQGLWLRQV�RI�ZRPHQ�HPSOR\HHV�

,Q�WKH�1HWKHUODQGV��ZKHUH�ODERXU�UHODWLRQV�DUH�YHU\�PXFK�JHDUHG�WR�FRQVHQVXV��MRLQW�ZRUNLQJ�JURXSV�RI

HPSOR\HUV� DQG� HPSOR\HHV�RIIHU� WKH� EHVW� JXDUDQWHH� WKDW� HTXDO� RSSRUWXQLWLHV� XQGHUWDNLQJV� LQ� FROOHFWLYH

DJUHHPHQWV�ZLOO�EH�SURSHUO\�ZRUNHG�XS��*HQHUDOO\�IRUPXODWHG�XQGHUWDNLQJV�FDQ�WKXV�EH�WUDQVODWHG�LQWR

GHWDLOHG�VFKHPHV�

7KH� SUHVHQFH� RI� VROHO\�PDOH� QHJRWLDWRUV� QHHG� QRW� SURYH� DQ� REVWDFOH� WR� DFKLHYLQJ� HTXDO� RSSRUWXQLWLHV

XQGHUWDNLQJV� LQ� FROOHFWLYH� DJUHHPHQWV�� $Q� LPSRUWDQW� SUHUHTXLVLWH� LV� WKDW� WKH� QHJRWLDWRUV� VKRXOG� KDYH

VWURQJ�IHHOLQJV�RQ�WKH�VXEMHFW�
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,W� LV� KHOSIXO� IRU� WKH�RIILFLDOV� RI� LQGLYLGXDO� XQLRQV� WR�EH� DEOH� WR�GUDZ�RQ� HTXDO� RSSRUWXQLWLHV� H[SHUWLVH

ZLWKLQ� WKH� FHQWUDO� HPSOR\HH� RUJDQLVDWLRQV� ZKHQ� WKH\� DUH� IRUPXODWLQJ� WKHLU� FRQFUHWH� EDUJDLQLQJ

SURSRVDOV��,W�LV�WR�EH�UHFRPPHQGHG�WKDW�FHQWUDO�HPSOR\HH�RUJDQLVDWLRQV�VKRXOG�FRQWLQXH�WR�IDFLOLWDWH�WKLV

H[SHUWLVH�DQG�WKDW�EDUJDLQLQJ�SDUWLHV�VKRXOG�PDNH�DV�PXFK�XVH�RI�WKLV�H[SHUWLVH�DV�SRVVLEOH�

,W� LV�D�KHOS� WR�XQLRQ�RIILFLDOV� LI� WKH\�FDQ�GUDZ�RQ� WKH�VXSSRUW�RI�DQ�HTXDO�RSSRUWXQLWLHV�SROLF\�RIILFHU

ZKHQ� IRUPXODWLQJ� ZRUNLQJ� FRQGLWLRQV� SROLF\� LQ� WKH� HTXDO� RSSRUWXQLWLHV� ILHOG� DQG� PRELOL]LQJ� ZRPHQ

PHPEHUV��7KH��WHPSRUDU\��DSSRLQWPHQW�RI�VXFK�D�SROLF\�RIILFHU�FDQ�VSHHG�XS�WKH�EDUJDLQLQJ�SURFHVV�
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%LEOLRJUDSK\

%OHLMHQEHUJK�� ,�� DQG� 'H� %UXLMQ�� -�� ������� (TXDO� RSSRUWXQLWLHV� DQG� FROOHFWLYH� EDUJDLQLQJ� LQ� WKH� (8�

6HOHFWHG� DJUHHPHQWV� LQ� WKH� 1HWKHUODQGV�� (XURSHDQ� )RXQGDWLRQ� IRU� WKH� ,PSURYHPHQW� RI� /LYLQJ� DQG

:RUNLQJ�&RQGLWLRQV��'XEOLQ

'H� %UXLMQ�� -�� DQG� %OHLMHQEHUJK�� ,�� ������� (TXDO� RSSRUWXQLWLHV� DQG� FROOHFWLYH� EDUJDLQLQJ� LQ� WKH� (8�

H[SORULQJ� WKH�QDWLRQDO� VLWXDWLRQ� LQ� )UDQFH��:3����(1�� (XURSHDQ� )RXQGDWLRQ� IRU� WKH� LPSURYHPHQW� RI

OLYLQJ�DQG�ZRUNLQJ�FRQGLWLRQV��'XEOLQ

'LFNHQV��/�� �������6WDJH���QDWLRQDO� UHSRUWV�� FDVH� VWXGLHV� �� SURFHVV� LVVXHV�� DSSURDFK� DQG�K\SRWKHVHV�

(XURSHDQ�)RXQGDWLRQ�IRU�WKH�LPSURYHPHQW�RI�OLYLQJ�DQG�ZRUNLQJ�FRQGLWLRQV��'XEOLQ

(XURSHDQ� &RPPLVVLRQ� ������� &RPEDWLQJ� VH[XDO� KDUDVVPHQW� DW� ZRUN�� D� JXLGHOLQH� IRU� WKH

LPSOHPHQWDWLRQ�RI�WKH�FRGH�RI�SUDFWLFH�RI�WKH�(XURSHDQ�&RPPLVVLRQ��%UXVVHOV

)19�:RPHQ¶V�VHFUHWDULDW��������&ROOHFWLYH�EDUJDLQLQJ�VFHQDULR�IRU�LPSURYLQJ�WKH�SRVLWLRQ�RI�ZRPHQ

HPSOR\HHV��)19�$PVWHUGDP��LQ�'XWFK�

+XEHUWV��/�:�-�&�� ������� ,QWHQVLYH�SURFHVV�DQDO\VLV�� LQ��/�:�-�&��+XEHUWV�HQ�-��.OHLQQLMHQKXLV� �HG���

0HWKRGV�RI�LQIOXHQFH�DQDO\VLV��%RRP��$PVWHUGDP��LQ�'XWFK�

.ODQGHUPDQV��%��DQG�9LVVHU��-���HG����������7KH�XQLRQ�PRYHPHQW�DIWHU�WKH�ZHOIDUH�VWDWH��9DQ�*RUFXP�

$VVHQ��LQ�'XWFK�

.X\SHUV��*���������%DVLF�SROLF\�FRQFHSWV��8WUHFKW�$QWZHUS��LQ�'XWFK�

0HW]�+���HW�DO���������:RPHQ�RQ� WKH� ODERXU�PDUNHW��DQ� LQWHUQDWLRQDO�FRPSDULVRQ��0LQLVWU\�RI�6RFLDO

$IIDLUV�DQG�(PSOR\PHQW��7KH�+DJXH��LQ�'XWFK�

3HWHUV�� .�� ������� 'HFLVLRQV� RQ� FKLOG� FDUH�� D� VWXG\� RI� LQIOXHQFH� UHODWLRQVKLSV� LQ� FKLOG� FDUH� LQ� WKH

1HWKHUODQGV������������)UHH�8QLYHUVLW\��$PVWHUGDP��LQ�'XWFK�
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6RXUFHV

+RUHFDERQG�)19�DUFKLYH

,QGXVWULH��HQ�9RHGLQJVERQG�&19�DUFKLYH

9RHGLQJVERQG�)19�DUFKLYH

3HUVRQDO�DUFKLYH�SDSHUV�RI�0UV��&��3DVVFKLHU��IRUPHU

FHQWUDO�UHSUHVHQWDWLYH�IRU�FRQWUDFW�FDWHULQJ

3HUVRQDO�DUFKLYH�SDSHUV�RI�0UV��/��%URXZHU��IRUPHU

HTXDOLW\�RIILFHU��+RUHFDERQG�)19
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$SSHQGL[����/LVW�RI�LQWHUYLHZHHV

9HQHFD��HPSOR\HUV¶�RUJDQLVDWLRQ

0U��$��9DQ�GH�%XQW��PDQDJLQJ�GLUHFWRU�%51�&DWHULQJ�

QHJRWLDWRU�LQ�����������������������������

0U��:�(�.RRLMPDQ��3HUVRQQHO�	�2UJDQLVDWLRQ�GLUHFWRU�IRU�9DQ�+HFNH�

QHJRWLDWRU�LQ�����������������������������

0U��:��6SDLQN��IRUPHU�3HUVRQQHO�	�2UJDQLVDWLRQ�GLUHFWRU�IRU�(XUHVW�

QHJRWLDWRU�LQ������������DQG�����

0U��-�&��YDQ�=XQGHUW��9HQHFD�VHFUHWDU\�

QHJRWLDWRU�LQ�����������������������������

+RUHFDERQG�)19��HPSOR\HHV¶�RUJDQLVDWLRQ

0UV��/��%URXZHU��IRUPHU�+RUHFDERQG�)19�HTXDOLW\�RIILFHU�

0U��:��+ROYDVW��+RUHFDERQG�)19�RIILFLDO�

QHJRWLDWRU�LQ�����������������

0UV��&��3DVVFKLHU��IRUPHU�FHQWUDO�UHSUHVHQWDWLYH�IRU�FRQWUDFW�FDWHULQJ��UHFUXLWHG�IURP�WKH�)19�ZRPHQ¶V

VHFUHWDULDW�
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0U��:��9DQ�6DQWH��+RUHFDERQG�)19�RIILFLDO�

QHJRWLDWRU�LQ�����������������������������

,QGXVWULH��HQ�9RHGLQJVERQG�&19��HPSOR\HHV¶�RUJDQLVDWLRQ

0U��-�$�0��7R[RSHXV��,QGXVWULH��HQ�9RHGLQJVERQG�&19�RIILFLDO�

QHJRWLDWRU�LQ�����������������
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$SSHQGL[����(TXDO�RSSRUWXQLWLHV�SURYLVLRQV�LQ�WKH�FRQWUDFW�FDWHULQJ�FROOHFWLYH�DJUHHPHQW

$57,&/(�;���

3UHYHQWLRQ�RI�VH[XDO�KDUDVVPHQW

�� 3DUWLHV� UHFRJQLVH� WKH� ULJKW� RI� HYHU\� HPSOR\HH� WR� UHVSHFW� IRU� WKHLU� SHUVRQDO� OLIHVW\OH� DQG� SK\VLFDO

LQYLRODELOLW\��%RWK�HPSOR\HU�DQG�HPSOR\HH�VKRXOG�UHVSHFW�WKLV�ULJKW�LQ�WKHLU�EHKDYLRXU�WRZDUGV�RQH

DQRWKHU�DQG�DOVR�EHKDYH�LQ�DFFRUGDQFH�ZLWK�WKH�JHQHUDO�UXOHV�RI�PRUDOLW\�DQG�GHFHQF\�

,Q� WKLV� FRQWH[W� UHPDUNV� RU� JHVWXUHV� RI� D� VH[XDO� QDWXUH� RU� ZLWK� D� VH[XDO� XQGHUWRQH�� ZKLFK� DUH

GHJUDGLQJ�DQG�RU�REMHFWLRQDEOH�IRU�WKH�RWKHU�SDUW\��FDQ�QRW�EH�SHUPLWWHG�ZLWKLQ�ODERXU�UHODWLRQV�DQG

FDQ�OHDG�WR�VDQFWLRQV�IRU�WKRVH�ZKR�DUH�JXLOW\�RI�VR�GRLQJ�

�� 7KH�IROORZLQJ�JULHYDQFH�SURFHGXUH�VKDOO�DSSO\�LQ�WKLV�FRQWH[W�

D� 7KH� HPSOR\HU�� ZLWK� WKH� DSSURYDO� RI� WKH� ZRUNV� FRXQFLO� F�T�� SHUVRQQHO� UHSUHVHQWDWLRQ�� DSSRLQWV� D

FRQWDFW�UHSUHVHQWDWLYH��+H�VKH�FDQ�EH�D�PHPEHU�RI�WKH�ZRUNV�FRXQFLO�F�T��SHUVRQQHO�UHSUHVHQWDWLRQ�

7KH�WDVN�RI�WKH�FRQWDFW�UHSUHVHQWDWLYH�LV�WR�WDNH�QRWH��DVVLVW�DQG�PHGLDWH�LQ�WKH�HYHQW�RI�FRPSODLQWV

IURP�HPSOR\HHV�RI�XQDFFHSWDEOH�IRUPV�RI�EHKDYLRXU�

E� ,I�PHGLDWLRQ�GRHV�QRW�KDYH�WKH�GHVLUHG�UHVXOW��WKH�HPSOR\HH�LQ�TXHVWLRQ�FDQ�ILOH�D�ZULWWHQ�FRPSODLQW�

JLYLQJ�WKH�JURXQGV�IRU�WKH�FRPSODLQW��ZLWK�WKH�SDUWLHV�WR�WKH�FROOHFWLYH�DJUHHPHQW��7KH�SDUWLHV�VKDOO

DSSRLQW�D�UHSUHVHQWDWLYH�WR�WDNH�WKH�PDWWHU�IXUWKHU��)RU�WKH�JULHYDQFH�SURFHGXUH�VHH�$SSHQGL[����RI

WKLV�FROOHFWLYH�DJUHHPHQW�

$57,&/(�;���

3UHJQDQF\��FRQILQHPHQW�DQG�SDUHQWDO�OHDYH

�� 7KH�WRWDO�GXUDWLRQ�RI�WKH�SUHJQDQF\�DQG�FRQILQHPHQW�OHDYH�VKDOO�DPRXQW�WR����ZHHNV�

�� 7KH�IHPDOH�HPSOR\HH�FDQ� WDNH� WKH�SUHJQDQF\� DQG� FRQILQHPHQW� OHDYH�RQ� D� IOH[LEOH�EDVLV��ZLWK� WKH

XQGHUVWDQGLQJ�WKDW�WKH�SUHJQDQF\�OHDYH�VKDOO�FRPPHQFH���ZHHNV�DW�WKH�HDUOLHVW�DQG���ZHHNV�DW�WKH

ODWHVW�EHIRUH�WKH�HVWLPDWHG�ELUWKGDWH�
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�� 7KH� HPSOR\HH�ZKR� LV� DFFRXQWHG� LQ� WHUPV� RI� IDPLO\� ODZ� WR� EH� WKH� SDUHQW� RI� D� FKLOG� LV� HQWLWOHG� WR

XQSDLG�OHDYH��7KH�OHDYH�VKDOO�EH�IRU�DQ�XQEURNHQ�SHULRG�RI���PRQWKV�DW�PRVW��WKHUH�LV�QR�HQWLWOHPHQW

WR� OHDYH�RYHU�SHULRGV� EH\RQG� WKH� GDWH� RQ�ZKLFK� WKH� FKLOG� FDQ� EH� DGPLWWHG� DV� D� SXSLO� WR� SULPDU\

VFKRRO�

3DUW�WLPH�ZRUNLQJ�LV�DOVR�SRVVLEOH�GXULQJ�WKH�DIRUHPHQWLRQHG���PRQWKV�OHDYH�

7KH�DIRUHPHQWLRQHG�HQWLWOHPHQW�H[LVWV�IRU�HPSOR\HHV�ZLWK�D�FKLOG�XS�WR���\HDUV�RI�DJH�

7KH�DIRUHPHQWLRQHG�OHDYH�RSWLRQ�DOVR�H[LVWV�IRU�WKRVH�ZKR�DUH�VKRZQ�E\�WKH�SRSXODWLRQ�UHJLVWHU�WR

OLYH�DW�WKH�VDPH�DGGUHVV�DV�WKH�FKLOG�DQG�KDYH�PDGH�WKHPVHOYHV�SHUPDQHQWO\�UHVSRQVLEOH�IRU�WKH�FDUH

DQG�UDLVLQJ�RI�WKH�FKLOG�DV�WKHLU�RZQ�FKLOG�

:KHQ�WKHUH�LV�PRUH�WKDQ�RQH�FKLOG�DJHG���WR���WKH�HQWLWOHPHQW�DSSOLHV�SHU�FKLOG� �H[FHSW� IRU� WZLQV�

HWF��RU�VHYHUDO�DGRSWLRQV�DW�RQFH��

:ULWWHQ� QRWLILFDWLRQ� RI� WKH� LQWHQWLRQ� WR� WDNH� OHDYH� JLYLQJ� WKH� SHULRG�� QXPEHU� RI� KRXUV� DQG� WKHLU

SRVVLEOH�GLVWULEXWLRQ�RYHU�WKH�ZHHN�VKRXOG�EH�GHOLYHUHG�WR�WKH�DGGUHVV�RI�WKH�HPSOR\HU�LQ�JRRG�WLPH�

7KH� OHDYH� RSWLRQ� LV� DOVR� DSSOLFDEOH� IRU� WKH� FDUH� RI� FKLOGUHQ� ERUQ� LQ� WKH� SHULRG� EHIRUH� �� -DQXDU\

�����

7KH� FRQVHTXHQFHV� RI� WKH� SHQVLRQ� EUHDN� LQFXUUHG� VKDOO� EH� ERUQH� E\� WKH� HPSOR\HU�� 7KH� HPSOR\HH

FRQFHUQHG� VKRXOG� UHPDLQ� LQ� WKH� HPSOR\�RI� WKH�XQGHUWDNLQJ� IRU� DW� OHDVW� D� IXUWKHU� VL[�PRQWKV� DIWHU

UHVXPSWLRQ�RI�WHQXUH�LQ�RUGHU�WR�EH�DEOH�WR�FODLP�WKH�SHQVLRQ�HQWLWOHPHQW�RI�WKH�ILUVW�VL[�PRQWKV�

,I� WKH� HPSOR\HH� WDNHV� XQSDLG� OHDYH� IRU� ORQJHU� WKDQ� RQH� PRQWK� WKDW� KDV� FRQVHTXHQFHV� IRU� EHLQJ

LQVXUHG�LQ�UHVSHFW�RI�VRFLDO�VHFXULW\�VXFK�DV�KHDOWK�LQVXUDQFH��HWF�

�� 'XULQJ� WKH� SHULRG� RI� XQSDLG� OHDYH� WKH� WHQXUH� LV� FRQWLQXHG� VXEMHFW� WR� VXVSHQVLRQ� RI� DOO� WKH

FRQVHTXHQW� ULJKWV� DQG�REOLJDWLRQV��7KH� SUHPLXP� RI� WKH� FDWHULQJ� FRPSDQ\¶V� RFFXSDWLRQDO� SHQVLRQ

ZLOO�FRQWLQXH�WR�EH�SDLG�E\� WKH�HPSOR\HU�GXULQJ� WKLV�SHULRG�DV� WKRXJK� WKLV�HPSOR\HH�ZDV�ZRUNLQJ

QRUPDOO\�LQ�WKH�XQGHUWDNLQJ�
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&KLOG�FDUH�DQG�FDULQJ�IRU�D�FKLOG

�� 7KH� HPSOR\HU� ZLOO� LQYHVWLJDWH� WKH� SRVVLELOLW\� RI� SURYLGLQJ� FKLOG� FDUH� IDFLOLWLHV� IRU� WKH� ILUP¶V

HPSOR\HHV��)XUWKHU�UHVHDUFK�LV�QHFHVVDU\�LQWR�WKH�SUHFLVH�QDWXUH�DQG�H[WHQW�RI�ZKDW�LV�UHTXLUHG��DQG

LQWR�ZKDW�VRUW�RI�IDFLOLW\�LV�PRVW�DSSURSULDWH��7KH�SURYLVLRQ�PXVW�FRPSO\�ZLWK�WKH�TXDOLW\�VWDQGDUGV

RI� WKH� :RUNSODFH� 1XUVHULHV� LQ� WKH� 1HWKHUODQGV� DQG� DQ\� FXUUHQW� ORFDO� DXWKRULW\� UHJXODWLRQV�

2IILFLDOO\�TXDOLILHG�FKLOGPLQGHUV�DUH�DOVR�LQFOXGHG�LQ�WKH�SRVVLELOLWLHV�

�� 'XULQJ� WKH� WHUP� RI� WKH� SUHYLRXV� FROOHFWLYH� DJUHHPHQW� DW� OHDVW� ��� FKLOG� FDUH� SODFHV� ZHUH� PDGH

DYDLODEOH�RQ�WKH�EDVLV�RI�IXQGLQJ�E\�WKH�)%$�

� 7KLV�FODXVH�VKDOO�DOVR�DSSO\�IRU�WKH�WHUP�RI�WKH�FXUUHQW�FROOHFWLYH�DJUHHPHQW�

)RU�HPSOR\HHV�ZKR�PDNH�XVH�RI�FUHFKHV�D�SDUHQWDO�FRQWULEXWLRQ�VKDOO�EH�UHWDLQHG�HDFK�PRQWK�IURP

WKH� VDODU\� RI� QR�PRUH� WKDQ� WKH� DPRXQW� FRQWULEXWHG� LQ� DFFRUGDQFH�ZLWK� WKH� WDEOH� RI� WKH� 1DWLRQDO

&RQWULEXWLRQ� 6FKHPH� IRU�'D\�1XUVHULHV�� 7KLV� DPRXQW� LV� GHSHQGDQW� RQ� IDPLO\� LQFRPH��$� IXUWKHU

VFKHPH�ZLOO�EH�HODERUDWHG�E\�WKH�-RLQW�&RPPLWWHH�

�� 7KH�HPSOR\HH�LV�HQWLWOHG�WR�XQSDLG�OHDYH�IRU�WKH�PD[LPXP�RI�RQH�PRQWK�D�\HDU� WR�FDUH�IRU�D�VLFN

FKLOG�XS�WR�WKH�DJH�RI�����IRU�ZKRVH�DFWXDO�FDUH�WKH�HPSOR\HH�LV�UHVSRQVLEOH�

$�VLFN�FKLOG�LQ�WKLV�FRQWH[W�LV�XQGHUVWRRG�WR�PHDQ�D�FKLOG�WKDW�PXVW�VWD\�DW�KRPH�IRU�DW�OHDVW�D�ZHHN

RQ�WKH�DGYLFH�RI�WKH�IDPLO\�GRFWRU��7KH�HPSOR\HH�LV�UHTXLUHG�WR�VXEPLW�D�GRFWRU¶V�FHUWLILFDWH�DW�WKH

HPSOR\HU¶V�UHTXHVW�ZKLFK�VKRZV�WKDW�WKH�FKLOG�LV�LOO�IRU�DW�OHDVW�D�ZHHN�

7KH�SUHPLXP�IRU�WKH�FDWHULQJ�ILUP¶V�RFFXSDWLRQDO�SHQVLRQ�ZLOO�EH�SDLG�E\�WKH�HPSOR\HU�GXULQJ�WKLV

SHULRG�DV�WKRXJK�WKLV�HPSOR\HH�ZDV�ZRUNLQJ�QRUPDOO\�LQ�WKH�XQGHUWDNLQJ�
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3RVLWLRQ�RI�ZRPHQ

��� 7KH�SDUWLHV�XQGHUWDNH��ZKLOH�WDNLQJ�LQWR�DFFRXQW�WKH�OLPLWV�RI�WKH�HPSOR\HU¶V�HFRQRPLF�SRVVLELOLWLHV�

MRLQWO\�WR�SOD\�D�SDUW�LQ�SURPRWLQJ�D�EHWWHU�SRVLWLRQ�IRU�ZRPHQ�LQ�WKH�VHFWRU�

�� ,Q�WKH�FRQWH[W�RI�$UWLFOH�;��SDUDJUDSK����WKH�SDUWLHV�DJUHH�WR�HQDFW�VRPH�VSHFLILF�PHDVXUHV�LQWHQGHG

WR� UHPRYH� REVWDFOHV� WR� ZRPHQ�� 7KH�PRVW� LPSRUWDQW� DUHDV� IRU� FRQVLGHUDWLRQ� LQ� WKH� VRFLDO� SROLF\

ILHOGV� DUH�� ZRUNLQJ� FRQGLWLRQV� DQG� WUDLQLQJ�� DV� ZHOO� DV� FDUHHU� SURPRWLRQ� DQG� UHFUXLWPHQW� DQG

VHOHFWLRQ�RSWLRQV�

�� ,Q� WHUPV� RI� UHFUXLWPHQW� DQG� VHOHFWLRQ� LQFUHDVHG� DWWHQWLRQ� LV� SDLG� WR� WKH� FDWHJRU\� ZRPHQ�� ,Q� WKH

FRQWH[W�RI�D�SURPRWLRQ�SROLF\�DQ�H[DPLQDWLRQ�ZLOO�H[SUHVVO\�EH�XQGHUWDNHQ�RI�WKH�RSSRUWXQLWLHV�DQG

FRPSRVLWLRQ� RI� WKH� GLIIHUHQW� JURXSV� LQ� WKH� XQGHUWDNLQJ� DQG� DQ� DVVRFLDWHG� UHIOHFWLRQ� RI� WKLV� DV

EHWZHHQ�PHQ�DQG�ZRPHQ�


