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%ULHI�6XPPDU\

,Q�RUGHU�WR�DYRLG ������� VXUSULVH�WD[�ELOOV�IRU�PLOOLRQV�RI�RXW�RI�ZRUN�
$PHULFDQV� 7UHDVXU\�VKRXOG�HVWDEOLVK�DV�D�GD\�RQH�SULRULW\�QHZ�JXLGDQFH�FODULI\LQJ�
WKDW�PRVW�IRUPV�RI�DGGHG�XQHPSOR\PHQW�DVVLVWDQFH�DXWKRUL]HG�LQ������DUH�QRW�
WD[DEOH��%HFDXVH�PDQ\�VWDWHV�ZLOO�DOUHDG\�KDYH�VHQW�FRQWUDU\�LQIRUPDWLRQ�WR�
EHQHILFLDULHV�E\�-DQXDU\��� EDVHG�RQ�D�PLVWDNHQ�OHJDO�DVVXPSWLRQ��WKH�'HSDUWPHQW�
RI�/DERU�VKRXOG�DOVR�LVVXH�JXLGDQFH�WR�VWDWHV�WR�VHQG�FRUUHFWHG�IROORZ�XS�
LQIRUPDWLRQ��DQG�/DERU�VKRXOG�DGGLWLRQDOO\�PDNH�VPDOO�JUDQWV�WR�KHOS�VWDWHV�GR�VR�

'HWDLOHG�$QDO\VLV

2YHU�WKH�FRXUVH�RI�������&RQJUHVV�KDV�DXWKRUL]HG�IRXU�IRUPV�RI�QRYHO�
DVVLVWDQFH�IRU�LQGLYLGXDOV�ZKR�KDYH�ORVW�ZRUN��38$��IRU�SDUW�WLPH�DQG�JLJ�ZRUNHUV��
DQG�RWKHUV LQHOLJLEOH�IRU�WUDGLWLRQDO�8,�EHQHILWV���)38&��D�IODW������DGGHG�ZHHNO\�
SD\PHQW�IRU�8,�UHFLSLHQWV���3(8&��IXOO�IHGHUDO�IXQGLQJ�IRU�DQ�H[WHQGHG�GXUDWLRQ�RI�
8,�EHQHILWV���DQG�/:$��D�VWRSJDS�SURJUDP�WKDW�UHSODFHG�H[SLUHG�8,�EHQHILWV�� ,Q
DGGLWLRQ��&RQJUHVV�DXWKRUL]HG�IXOO�IHGHUDO�ILQDQFLQJ�RI�(%��WKH�H[LVWLQJ�([WHQGHG�
%HQHILWV�SURJUDP�WKDW�SURYLGHV�DGGLWLRQDO�ZHHNV�LQ�VWDWHV�ZKHUH�XQHPSOR\PHQW�LV�
KLJK�HQRXJK�DQG�ZKRVH�IXQGLQJ�LV�W\SLFDOO\�VSOLW�HTXDOO\�EHWZHHQ�VWDWHV�DQG�WKH�
IHGHUDO�JRYHUQPHQW�� ,Q�PDQ\�VWDWHV��LQGLYLGXDOV�KDYH�EHHQ�DGYLVHG�WR�HOHFW�
ZLWKKROGLQJ�RI�IHGHUDO�WD[�RQ�WKHVH�EHQHILWV��RQ�WKH�DVVXPSWLRQ�WKDW��OLNH�WUDGLWLRQDO�
8,�EHQHILWV��WKH\�ZRXOG�EH�IHGHUDOO\�WD[DEOH��6RPH�VHOI�HPSOR\HG�LQGLYLGXDOV�DOVR�
PDGH�TXDUWHUO\�WD[�SD\PHQWV�RQ�WKLV�DVVXPSWLRQ��+RZHYHU��PDQ\�LQGLYLGXDOV�ZLOO�
QRW�KDYH�HOHFWHG�WR�KDYH�WD[�ZLWKKHOG�RU�SDLG�HVWLPDWHG�WD[HV�RQ�WKHLU�EHQHILWV��DQG�
WKH\�ZLOO�OLNHO\�RZH�DGGLWLRQDO�WD[�RQ�WKHLU������UHWXUQV��

���1RYHO�&29,'�8,�EHQHILWV�DUH�OLNHO\�QRW�WD[DEOH

7KHUH�LV�D�VWURQJ�OHJDO�DUJXPHQW�WKDW�QRQH�RI�WKH�EHQHILWV�DXWKRUL]HG�DV�SDUW�
RI�WKH�SDQGHPLF�UHVSRQVH�DUH�WD[DEOH��,�5�&��������E�����H[FOXGHV�IURP�LQFRPH�DQ\�
SD\PHQW�IURP�DQ\�´)HGHUDO��6WDWH��RU�ORFDO�JRYHUQPHQW«LQ�FRQQHFWLRQ�ZLWK�
D TXDOLILHG�GLVDVWHU LQ�RUGHU�WR�SURPRWH�WKH�JHQHUDO�ZHOIDUH� �����µ�&29,'����KDV�
EHHQ�GHFODUHG�D�TXDOLI\LQJ�GLVDVWHU��DQG�WKH�EHQHILWV�ZHUH�SURYLGHG�LQ�UHVSRQVH��



7KHVH�EHQHILWV�SODLQO\�FRPH�IURP�D�TXDOLI\LQJ�VRXUFH��7KH�RQO\�TXHVWLRQ�LV�ZKHWKHU�
WKH\�DUH�SDLG�´LQ�RUGHU�WR�SURPRWH�WKH�JHQHUDO�ZHOIDUH�µ�,Q�RXU�YLHZ��WKH�HIIRUW�WR�
SURYLGH�HFRQRPLF�VWLPXOXV�PHHWV�WKH�SODLQ�(QJOLVK�GHILQLWLRQ�RI�´SURPRWH�WKH�
JHQHUDO�ZHOIDUH�µ�)XUWKHU��´JHQHUDO�ZHOIDUHµ�LV�D�WHUP�RI�DUW�LQ�WD[�ODZ��DQG�
ORQJVWDQGLQJ�,�5�6��UXOLQJV�KROG�WKDW�XQHPSOR\PHQW�LQVXUDQFH�EHQHILWV�LQGHHG�DUH�
SD\PHQWV�WR�SURPRWH�WKH�JHQHUDO�ZHOIDUH��5HY��5XO����������*&0��������)HE�����
�������

7KLV�LQWHUSUHWDWLRQ�LV�QRW�ZLWKRXW�VRPH�GRXEW��DV�ZH�DQDO\]H�IXUWKHU�LQ�WKH�
OHJDO�DSSHQGL[��+RZHYHU��VLQFH�LQ�RXU�YLHZ�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WD[SD\HUV�
ZRXOG�XOWLPDWHO\�SUHYDLO�RQ�WKLV�TXHVWLRQ�LQ�FRXUW��LW�LV�KLJKO\�GHVLUDEOH�WR�DYRLG�
XQQHFHVVDU\�OLWLJDWLRQ�DQG�GHOLYHU�WD[�UHOLHI�WR�DIIHFWHG�KRXVHKROGV�DV�VRRQ�DV�
SRVVLEOH��:H�GR�EHOLHYH��KRZHYHU��WKDW�WKH�DUJXPHQW�IRU�WD[�H[HPSWLRQ�LV�QRW�DV�
VWURQJ�ZLWK�UHVSHFW�WR WUDGLWLRQDO�XQHPSOR\PHQW�LQVXUDQFH�EHQHILWV��ZKLFK�DUH�QRW�
DV�FOHDUO\�SDLG�´LQ�FRQQHFWLRQ�ZLWK�D�TXDOLILHG�GLVDVWHU�µ�7KXV��RXU�UHFRPPHQGDWLRQV�
IRFXV�RQ�WKH�IRXU�QRYHO�EHQHILWV��:H�QRWH��WKRXJK��WKDW�WKH�ORJLVWLFDO�GLIILFXOWLHV�DUH�
PXFK�PRUH�PDQDJHDEOH�LI 7UHDVXU\�WDNHV�WKH�SRVLWLRQ�WKDW�DOO�SRVW�&RYLG�EHQHILWV��
LQFOXGLQJ�WUDGLWLRQDO�8,��DUH�H[HPSW��

���0LOOLRQV�RI�KRXVHKROGV�DQG����%��DW�VWDNH

:KLOH�8,�LQFRPH�LV�W\SLFDOO\�WD[DEOH��IHGHUDO�LQFRPH�WD[�ZLWKKROGLQJ�LV�QRW�
UHTXLUHG��6WDWHV�DUH�UHTXLUHG�WR�RIIHU�D�VWDQGDUG�ZLWKKROGLQJ�UDWH�������WR�8,�
EHQHILFLDULHV��EXW�WKH\�PXVW RSW�LQ�WR�ZLWKKROGLQJ��$V�D�UHVXOW��PDQ\�8,�
EHQHILFLDULHV�GR�QRW�KDYH�IHGHUDO�WD[HV�ZLWKKHOG�IURP�WKHLU�8,�EHQHILW�SD\PHQWV��
7KRXJK WKH�'HSDUWPHQW�RI�/DERU DQG�WKH�,56 FDXWLRQHG�VWDWHV�DQG�ZRUNHUV�DERXW�
WKH�WD[DELOLW\�RI�WKHVH�EHQHILWV��VWDWHV�ZHUH�QRW�UHTXLUHG�WR�RIIHU�WKH�ZLWKKROGLQJ�
RSWLRQ�IRU�EHQHILWV�IURP�WKH�IRXU�QRYHO�8,�SURJUDPV�HQDFWHG�WKLV�\HDU��7KLV�LV�OLNHO\�
WR�UHVXOW�LQ�PLOOLRQV�RI�KRXVHKROGV�RZLQJ�WD[HV�QH[W�\HDU��

%HORZ��ZH�RXWOLQH�VHYHUDO�LQFRPH�DQG�WD[�OLDELOLW\�VFHQDULRV�IRU�ZRUNHUV�ZKR�
UHFHLYHG�8,�LQFRPH�WKLV�\HDU��)RU�VLPSOLFLW\��ZH�RPLW�DQDO\VLV�RI�/:$��DV�LW�ZDV�QRW�
DYDLODEOH�XQLIRUPO\�LQ�DOO�VWDWHV�

6FHQDULR����,I�D�VLQJOH�ZRUNHU�ZLWK�QR�GHSHQGHQWV�ZKR�PDGH�WKH�DYHUDJH�
ZHHNO\�ZDJH�����������ZDV�ODLG�RII�RQ�0DUFK���WK��LQ�WKH�LQLWLDO�ZDYH�RI�&RYLG����
FORVXUH�RUGHUV��VKH�ZRXOG�KDYH�UHFHLYHG���������LQ�ZDJH�LQFRPH�EHIRUH�EHLQJ�ODLG�
RII��+HU�HIIHFWLYH�DQQXDO�WD[�UDWH��LI�VKH·G�ZRUNHG�DW�WKDW�ZDJH�DOO�\HDU��ZRXOG�EH�
������DQG�ZH�DVVXPH�KHU�IHGHUDO�LQFRPH�WD[�ZLWKKROGLQJ�IRU�WKH�ZHHNV�VKH�ZDV�
HPSOR\HG�ZRXOG�KDYH�EHHQ�������$IWHU�EHLQJ�ODLG�RII��LI�VKH�UHFHLYHG�WKH�DYHUDJH�8,�
ZHHNO\�EHQHILW�DPRXQW�����������IRU����ZHHNV��WKH�W\SLFDO�PD[LPXP�QXPEHU�RI�
ZHHNV�IRU�VWDWH�8,��VKH�ZRXOG�KDYH�UHFHLYHG��������LQ�VWDWH�8,�EHQHILWV��,Q�DGGLWLRQ��
VKH�ZRXOG�KDYH�UHFHLYHG�WKH������)38&�VXSSOHPHQW�IRU����ZHHNV��WRWDOLQJ����������
$IWHU�H[KDXVWLQJ�VWDWH�8,�EHQHILWV��VKH�UHFHLYHG����ZHHNV�RI�3(8&�EHQHILWV�DQG���



ZHHNV�RI�(%�SD\PHQWV��WRWDOLQJ���������+HU�WRWDO�IHGHUDOO\�ILQDQFHG�8,�LQFRPH�LQ�
�����ZRXOG�EH����������DQG�KHU�WRWDO�8,�LQFRPH�ZRXOG�EH����������:LWK�KHU�ZDJH�
LQFRPH��KHU�WRWDO�LQFRPH�ZRXOG�EH����������6KH�GLG�QRW�RSW�LQ�WR�ZLWKKROGLQJ�RQ�DQ\�
8,�EHQHILWV��VR�VKH�ZRXOG�RZH�DSSUR[LPDWHO\������� LQ�IHGHUDO�LQFRPH�WD[HV��

6FHQDULR����,I�D�VLQJOH�ZRUNHU�ZLWK�QR�GHSHQGHQWV�PDGH�WKH�DYHUDJH�ZHHNO\�
ZDJH DQG�ZDV�ODLG�RII�RQ�0DUFK���WK��EXW�KLV�HPSOR\PHQW�ZDV�FDWHJRUL]HG�DV�VHOI�
HPSOR\PHQW��KH�ZRXOG�KDYH�UHFHLYHG���������LQ�QHW�VHOI�HPSOR\PHQW LQFRPH�EHIRUH�
EHLQJ�ODLG�RII� $IWHU�EHLQJ�ODLG�RII��LI�KH�UHFHLYHG�WKH�DYHUDJH�38$�ZHHNO\�EHQHILW�
�������IRU����ZHHNV��WKH�PD[LPXP�QXPEHU�RI�ZHHNV�DOORZHG�LQ�PRVW�VWDWHV��KH�
ZRXOG�KDYH�UHFHLYHG��������LQ�38$�EHQHILWV��$GGLWLRQDOO\��KH�UHFHLYHG�WKH������
)38&�VXSSOHPHQW�IRU����ZHHNV��WRWDOLQJ����������+LV�WRWDO�8,�LQFRPH��HQWLUHO\�
IHGHUDOO\�ILQDQFHG��LQ������ZDV����������:LWK�KLV�ZDJH�LQFRPH��KLV�WRWDO�LQFRPH�
ZRXOG�EH����������+LV�VWDWH�GLG�QRW�RIIHU�ZLWKKROGLQJ�IRU�38$�RU�)38&�SD\PHQWV�
:H�DVVXPH�KH�PDGH�DQ�HVWLPDWHG�WD[�SD\PHQW�WR�FRYHU�WKH�VHOI�HPSOR\PHQW�WD[HV�
KH�RZHV�RQ�KLV�VHOI�HPSOR\PHQW�LQFRPH� +H�ZRXOG�RZH�DSSUR[LPDWHO\������� LQ�
IHGHUDO�LQFRPH�WD[HV�

6FHQDULR����,I�D�PDUULHG�ZRUNHU�ZKR�ILOHV�MRLQWO\�ZLWK�QR�GHSHQGHQWV�PDGH�WKH�
DYHUDJH�ZHHNO\�ZDJH DQG�ZDV�ODLG�RII�RQ�0DUFK���WK��KH�ZRXOG�KDYH�UHFHLYHG���������
LQ�ZDJH�LQFRPH�EHIRUH�EHLQJ�ODLG�RII��+H�ZLWKKHOG������EHIRUH�EHLQJ�ODLG�RII��,I�KH�
UHFHLYHG�WKH�DYHUDJH�VWDWH�8,�SD\PHQW�IRU����ZHHNV��WKH�PD[LPXP�GXUDWLRQ�IRU�KLV�
VWDWH��KH�ZRXOG�KDYH�UHFHLYHG������� LQ�VWDWH�8,�LQFRPH��+H�UHFHLYHG�WKH������
)38&�VXSSOHPHQW�IRU����ZHHNV��WRWDOLQJ����������)ROORZLQJ�WKH�H[KDXVWLRQ�RI�VWDWH�
EHQHILWV��KH�UHFHLYHG����ZHHNV�RI�3(8&�EHQHILWV�DQG���ZHHNV�RI�(%�EHQHILWV��DQG���
ZHHNV�RI�38$�EHQHILWV��H[KDXVWLQJ�WKH�VWDWH�DQG�IHGHUDO�8,�EHQHILWV�DYDLODEOH�WR�
KLP��+LV�WRWDO�IHGHUDO�8,�LQFRPH�ZRXOG�EH����������+LV�VWDWH�RIIHUHG�����
ZLWKKROGLQJ�IRU�VWDWH�EHQHILW�SD\PHQWV�RQO\��VR�KH�ZLWKKHOG�������+LV�VSRXVH�
HDUQHG�WKH�DYHUDJH�ZHHNO\�ZDJH�IRU�DOO����ZHHNV��������� LQ�WRWDO��DQG�ZLWKKHOG�
��������7KHLU�WD[�OLDELOLW\�LV�DSSUR[LPDWHO\������� DQG�WKHLU�FRPELQHG�ZLWKKROGLQJ�
LV���������OHDYLQJ�WKHP�ZLWK�DQ�HVWLPDWHG�RXWVWDQGLQJ�IHGHUDO�LQFRPH�WD[�
OLDELOLW\�RI����������

,Q�HDFK�RI�WKHVH�VFHQDULRV��KRXVHKROGV�ZRXOG�UHDS�KXJH�EHQHILWV�IURP�8,�
LQFRPH�WD[�H[HPSWLRQ��

6FHQDULR����

D� ,I�DOO�8,�LQFRPH�ZHUH�H[HPSWHG�IURP�IHGHUDO�WD[HV��6KH�ZRXOG�
UHFHLYH�D�UHIXQG�RI���������D�QHW�EHQHILW�RI���������

E� ,I�8,�LQFRPH�IURP�IHGHUDOO\�ILQDQFHG�SURJUDPV�ZHUH�H[HPSWHG�IURP�
IHGHUDO�WD[HV��6KH�ZRXOG�UHFHLYH�D�UHIXQG�RI�������D�QHW�EHQHILW�RI�
�������



6FHQDULR����

D� 2QO\�WKH�VHFRQG�VLWXDWLRQ�DSSOLHV��KH�ZRXOG UHFHLYH�D�UHIXQG�RI�
DERXW������D�QHW�EHQHILW�RI��������

6FHQDULR�����

D� 7KH\�ZRXOG�UHFHLYH�D�UHIXQG�RI���������D�QHW�EHQHILW�RI��������
E� 7KH\�ZRXOG�UHFHLYH�D�UHIXQG�RI���������D�QHW�EHQHILW�RI��������

7KH�7UHDVXU\�DQG�/DERU�'HSDUWPHQWV�GR�QRW�SXEOLVK�GDWD�RQ�WKH�ZLWKKROGLQJ�
UDWHV�RI�8,�EHQHILFLDULHV��WKRXJK�DIWHU�FRQYHUVDWLRQV�ZLWK�VWDWH�8,�RIILFHV��ZH�EHOLHYH�
WDNH�XS�RI�ZLWKKROGLQJ�LV�ORZ��HVSHFLDOO\�DPRQJ�UHFLSLHQWV�RI�IHGHUDO�EHQHILWV��$V�RI�
'HFHPEHU ����������RYHU����� ELOOLRQ�KDV�EHHQ�SDLG�RXW�LQ�XQHPSOR\PHQW�LQVXUDQFH�
EHQHILWV WKLV�\HDU��'XH�WR�WKH�JHQHURVLW\�RI�WKH�)38&�SURJUDP��WKH�OHQJWK\�DYHUDJH�
GXUDWLRQ�RI�XQHPSOR\PHQW�����ZHHNV���WKH�SHUFHQW�RI�MREOHVV�ZRUNHUV�FODLPLQJ�38$�
�������DQG�WKH�SHUFHQW�RI�MREOHVV�ZRUNHUV�FODLPLQJ�EHQHILWV�WKURXJK�8,�H[WHQVLRQ�
SURJUDPV��������D�ODUJH�SURSRUWLRQ�RI�WKHVH�SD\PHQWV�DUH�OLNHO\�GXH�WR�IHGHUDOO\�
ILQDQFHG�8,�SURJUDPV��

8VLQJ�WKH�PLGGOH�TXLQWLOH�DYHUDJH�HIIHFWLYH�IHGHUDO�LQGLYLGXDO�WD[�UDWH�IURP�
�������������H[HPSWLQJ�DOO�8,�SD\PHQWV�IURP�IHGHUDO�LQFRPH�WD[�ZRXOG�UHVXOW�
LQ�DSSUR[LPDWHO\�����ELOOLRQ�LQ�UHGXFHG�WD[�OLDELOLWLHV��$SSUR[LPDWHO\����
PLOOLRQ�ZRUNHUV KDYH�UHFHLYHG�VRPH�DPRXQW�RI�8,�LQFRPH�WKLV�\HDU�DQG�FRXOG�
EHQHILW�IURP�WKLV�SROLF\��*LYHQ�WKDW�MRE�ORVVHV�KDYH�EHHQ�GLVSURSRUWLRQDOO\�
FRQFHQWUDWHG�DPRQJ�ORZHU�LQFRPH�KRXVHKROGV�DQG�ZRUNHUV�RI�FRORU��WKH�EHQHILWV�RI�
WD[�H[HPSWLRQ�ZRXOG�OLNHO\�DLG�KRXVHKROGV�PRVW�LQ�QHHG�RI�VXSSRUW��

���$GPLQLVWUDWLYH�FRQVLGHUDWLRQV UHTXLULQJ�'R/�DWWHQWLRQ

,Q�WKH�HYHQW�WKH�7UHDVXU\�6HFUHWDU\�GHWHUPLQHV�WKDW�38$��)38&��3(8&��DQG�
/:$�DUH�QRW�WD[DEOH��SURPSW�DFWLRQ�ZLOO�EH�QHHGHG�LQ�RUGHU�WR�PLQLPL]H�EXUGHQV�RQ�
WD[SD\HUV��%\�WKH�HQG�RI�-DQXDU\��PRVW�VWDWHV�ZLOO�KDYH�LVVXHG�)RUP������*�
LQIRUPDWLRQ�UHWXUQV�LQIRUPLQJ�WD[SD\HUV�DQG�,56�RI�WKH�DPRXQW�RI�WD[DEOH�8,�
EHQHILWV�UHFHLYHG��:H�DQWLFLSDWH�WKDW�WKHVH�IRUPV�ZLOO�QRW�VHSDUDWHO\�VWDWH�WKH�
SURSRUWLRQ�RI�EHQHILWV�IURP�VWDWH�DQG�IHGHUDO�SURJUDPV��DV�WKHUH�LV�RQO\�D�VLQJOH�ER[�
IRU�XQHPSOR\PHQW�FRPSHQVDWLRQ�RQ�WKH������*��7KXV��HYHQ�LI�WKH�JXLGDQFH�ZH�
UHFRPPHQG�LV�LVVXHG�E\�ODWH�-DQXDU\��QHLWKHU�WD[SD\HUV�QRU�,56�ZLOO�OLNHO\�EH�DEOH�
WR�GHWHUPLQH�WKH�FRUUHFW�DPRXQW�RI�WD[DEOH�LQFRPH��$�FDUHIXO�WD[�SUHSDUHU�ZLWK�
VXIILFLHQW�LQIRUPDWLRQ�FRXOG�LQIHU�DQ�LQGLYLGXDO·V�VWDWH 8, EHQHILW�DPRXQW�EDVHG�RQ�
WKHLU�TXDOLI\LQJ�ZDJHV�DW�WKH�WLPH�RI�VHSDUDWLRQ��DQG�WKHQ�DOJHEUDLFDOO\�GHWHUPLQH�
WKH�WD[�IUHH�EDODQFH�

:H�WKLQN�LW�ZRXOG�EH�SUHIHUDEOH�IRU�VWDWHV��ZKR�DOUHDG\�KROG�DOO�WKH�QHFHVVDU\�
LQIRUPDWLRQ��WR�LVVXH�DQ�XSGDWHG�PDLOLQJ�SURYLGLQJ�D�GHWDLOHG�EUHDNGRZQ�RI�EHQHILWV�



E\�SURJUDP�W\SH��7KH�6HFUHWDU\�RI�/DERU�VKRXOG�LVVXH�JXLGDQFH�UHTXLULQJ�WKDW�
VWDWHV�VHQG�8,�EHQHILFLDULHV�WKH�EUHDNGRZQ�RI�WKHLU�EHQHILWV�DQG�DQ�H[SODQDWLRQ�RI�
ZKDW�DPRXQW�LV�WD[DEOH��7KH�'HSDUWPHQW�RI�/DERU�DQG�WKH�,56�VKRXOG�ZRUN�MRLQWO\�
RQ�WKLV�JXLGDQFH�WR�HQVXUH�WD[SD\HUV�DUH�HTXLSSHG�ZLWK�WKH�LQIRUPDWLRQ�WR�
DFFXUDWHO\�DQG�HIILFLHQWO\�UHSRUW�WKHLU�8,�LQFRPH�RQ�WD[�ILOLQJV��H[SHGLWLQJ�WKH�
UHIXQG�SD\PHQWV�UHVXOWLQJ�IURP�WKLV�H[HPSWLRQ��7KHVH�GDWD�FRXOG�DOVR�EH�VKDUHG�
ZLWK�,56�LQ�GDWDEDVH IRUP��

7R�DVVLVW�VWDWHV�ZLWK�WKH�FRVWV�DVVRFLDWHG�ZLWK�WKH�GDWD�UHSRUWLQJ DQG�
FRPPXQLFDWLRQ�WR�EHQHILFLDULHV��WKH�'HSDUWPHQW�RI�/DERU�FRXOG�SURYLGH�VPDOO�JUDQWV�
IURP�WKH�8,�WUXVW�IXQG��XVLQJ�LWV�VWDWXWRU\�DXWKRULW\ WR�PDNH�JUDQWV IRU�
DGPLQLVWUDWLYH�SXUSRVHV�

,Q�WKH�HYHQW�WKDW�VXSSOHPHQWDO�VWDWH�PDLOLQJV�FDQQRW�EH�PDGH�LQ�WLPH�IRU�WD[�
ILOLQJ�VHDVRQ��VHYHUDO�RWKHU�RSWLRQV�DUH�SRVVLEOH��)RU�RQH��WKH�6HFUHWDU\�FRXOG�DOORZ�
KRXVHKROGV�WR�HOHFW�WR�GHOD\�ILOLQJ�E\�VHYHUDO�PRQWKV��$OWHUQDWHO\��VKH�PD\�HVWDEOLVK�
D�VDIH�KDUERU��VXFK�DV�DOORZLQJ�DOO�KRXVHKROGV�WR�H[FOXGH�WKH�ILUVW����������WKH�
PD[LPXP�SRVVLEOH�)38&�DPRXQW��LQ������*�UHSRUWHG�XQHPSOR\PHQW�EHQHILWV��

/HJDO�$SSHQGL[

$V�VWDWHG�DERYH��WKHUH�LV�D�SRWHQWLDO�DUJXPHQW�WKDW�DOO�RI�WKH�EHQHILWV�ZH�KDYH�
DQDO\]HG�VKRXOG�EH�WD[DEOH��)LUVW��ZH�QRWH�WKDW�,�5�&��������ZKLFK�VWDWHV�WKDW�
SD\PHQWV�´LQ�WKH�QDWXUH�RI�XQHPSOR\PHQW�LQVXUDQFHµ�DUH�WD[DEOH�LQFRPH� GRHV�QRW�
UHTXLUH�WUHDWLQJ�WKH�EHQHILWV�DV�WD[DEOH� 6HFWLRQ����PHUHO\�VWDWHV�WKH�JHQHUDO�UXOH��
WR�ZKLFK�GLVDVWHU EHQHILWV�DUH�DQ�H[FHSWLRQ��DV�SURYLGHG�LQ������� 6HFWLRQ ����ZRXOG�
VXSHUVHGH�������DV�LW�GRHV�DQ\�RWKHU�SURYLVLRQ�SURYLGLQJ�WKDW�FHUWDLQ�EHQHILWV�DUH�
WD[DEOH�DV�D�JHQHUDO�UXOH�

$�SRVVLEOH�VRXUFH�RI�WKH�PLVWDNHQ�EHOLHI�WKDW�XQHPSOR\PHQW�EHQHILWV�SURYLGHG�
LQ�FRQQHFWLRQ�ZLWK�D�TXDOLILHG�GLVDVWHU�DUH�WD[DEOH LV�WKH�-RLQW�&RPPLWWHH�RQ�
7D[DWLRQ·V�WHFKQLFDO�H[SODQDWLRQ�RI��������6HFWLRQ�����ZDV�RULJLQDOO\�HQDFWHG�DV�SDUW�
RI�WKH 9LFWLPV�RI�7HUURULVP�7D[�5HOLHI�$FW�RI�������D WD[�UHOLHI�SDFNDJH�IRU�YLFWLPV�RI�
6HSWHPEHU�����DQG�ZDV�UXVKHG�WKURXJK�&RQJUHVV�DW�WKH�HQG�RI�'HFHPEHU RI�WKDW�
\HDU��7KHUH�LV�QR�OHJLVODWLYH�KLVWRU\�WR�VSHDN�RI��7KH�WHFKQLFDO�H[SODQDWLRQ�VXJJHVWV�
WKDW�WKH�ODQJXDJH�´LQ�RUGHU�WR�SURPRWH�WKH�JHQHUDO�ZHOIDUHµ�LQ�VHFWLRQ�����H[FOXGHV�
LQFRPH�UHSODFHPHQW�EHQHILWV��,W VWDWHV�WKDW�´$V�XQGHU�WKH�SUHVHQW�ODZ�JHQHUDO�
ZHOIDUH�H[FHSWLRQ��WKH�H[FOXVLRQ�GRHV�QRW�DSSO\�WR�SD\PHQWV�LQ�WKH�QDWXUH�RI�LQFRPH�
UHSODFHPHQW��VXFK�DV�SD\PHQWV�WR�LQGLYLGXDOV�RI�ORVW�ZDJHV��>RU@�XQHPSOR\PHQW�
FRPSHQVDWLRQ«�µ

%XW�WKH�-&7�ZDV�PLVWDNHQ DERXW�ZKHWKHU�WKH�JHQHUDO�ZHOIDUH�H[FHSWLRQ�
DSSOLHV�WR�XQHPSOR\PHQW�LQFRPH�UHSODFHPHQW�EHQHILWV��DQG�WKXV ZKHWKHU�WKH�WHUP�



´LQ�RUGHU�WR�SURPRWH�WKH�JHQHUDO�ZHOIDUHµ�LQ�WKH�QHZ�VHFWLRQ�����H[FOXGHG�VXFK
EHQHILWV�IURP�WKDW�VHFWLRQ·V EURDGHU�WD[�H[FOXVLRQ�IRU�GLVDVWHU�EHQHILWV��$OWKRXJK�WKH�
WHFKQLFDO�H[SODQDWLRQ�SURYLGHV�FLWDWLRQV�LQ�VXSSRUW�RI�WKH�VHQWHQFH�ZH�TXRWHG��WKRVH�
FLWDWLRQV�GR�QRW�VXSSRUW�LWV�FODLP��DQG�LQGHHG�GR�QRW�HYHQ�FRQWDLQ�WKH�ZRUGV�
´JHQHUDO�ZHOIDUHµ�RU�´XQHPSOR\PHQW�µ�$V�ZH�KDYH�DOUHDG\�VDLG��,56�UHSHDWHGO\�KHOG�
WKDW�XQHPSOR\PHQW�EHQHILWV�ZHUH�LQ�IDFW�H[FOXGHG�IURP�LQFRPH�XQGHU�WKH�´JHQHUDO�
ZHOIDUHµ�GRFWULQH��DQ�DGPLQLVWUDWLYHO\�FUHDWHG�H[FHSWLRQ�WKDW�H[HPSWV�IURP�LQFRPH�
PRVW�SD\PHQWV�IURP JRYHUQPHQWV�WR�LQGLYLGXDOV��)RU�H[DPSOH��*&0��������)HE�����
������VWDWHV�

:KLOH H[FOXVLRQV IURP�LQFRPH JHQHUDOO\ KDYH�EHHQ�OLPLWHG�WR�WKRVH�DUHDV�
VSHFLILHG�LQ�WKH�&RGH��RQH�GHYLDWLRQ�IURP�WKH JHQHUDO SDWWHUQ�KDV�EHHQ�LQ�WKH�
DUHD�RI�WKH�VR�FDOOHG ZHOIDUH SD\PHQW�GLVEXUVHPHQWV�PDGH�IURP�
D JHQHUDO ZHOIDUH IXQG�LQ�WKH�LQWHUHVW�RI�WKH JHQHUDO ZHOIDUH��6HH ,�7� �����
&�%� ������� ���� ZKLFK�KROGV�WKDW�SD\PHQWV�RQ�DFFRXQW�
RI XQHPSOR\PHQW SDLG�E\�D�6WDWH�DJHQF\�RXW�RI�IXQGV�UHFHLYHG�IURP�WKH�
)HGHUDO 8QHPSOR\PHQW 7UXVW�)XQG�DUH�QRW�VXEMHFW�WR�)HGHUDO LQFRPH WD[ LQ�
WKH�KDQGV�RI�WKH�UHFLSLHQWV�

,W�ZDV�LQ�UHVSRQVH�WR�WKHVH�UXOLQJV�WKDW�&RQJUHVV�DGRSWHG������LQ�������6HH�+�5��
&RQI��5HS�����������DW�������1RWDEO\�������GRHV�QRW�DWWHPSW�WR�GHILQH�´JHQHUDO�
ZHOIDUH�µ�EXW�LQVWHDG�VLPSO\�VWDWHV�WKDW�SD\PHQWV�LQ�WKH�QDWXUH�RI�XQHPSOR\PHQW�
EHQHILWV�DUH�WD[DEOH�

7KH�H[LVWHQFH�RI�WKLV�SULRU�LQWHUSUHWDWLRQ�E\�WKH�,56�ZRXOG�PDNH�LW�GLIILFXOW�WR�
DUJXH�WKDW�������VLQJOHV RXW�XQHPSOR\PHQW�LQVXUDQFH SD\PHQWV�IRU�WD[DWLRQ��:KHQ�
D�WD[�VWDWXWH�XVHV�WHUPV�RI�DUW��LW�LV�SUHVXPHG�WR�LQFRUSRUDWH�SULRU�LQWHUSUHWDWLRQV�
XQOHVV�WKRVH�LQWHUSUHWDWLRQV�DUH�H[SUHVVO\�UHSHDOHG��&RPP·U�Y��.RZDOVNL������8�6��
������²�����������$�PLVWDNHQ�OHJDO�LQWHUSUHWDWLRQ�LQ�D�WHFKQLFDO�H[SODQDWLRQ�LV�
FHUWDLQO\�QRW�H[SUHVV�UHSHDO��$V�,56�KDV�DFNQRZOHGJHG��������´FRGLILHV��EXW�GRHV�QRW�
VXSSODQW��«WKH�DGPLQLVWUDWLYH�JHQHUDO�ZHOIDUH�H[FOXVLRQ ZLWK�UHVSHFW�WR�FHUWDLQ�
GLVDVWHU�UHOLHI�SD\PHQWV�WR�LQGLYLGXDOV�µ�5HY��5XO����������

(YHQ�LI�LW�ZHUH�WKH�FDVH�WKDW�� ����ZHUH�XQGHUVWRRG�WR�UHTXLUH�WD[DWLRQ�RI�
XQHPSOR\PHQW�FRPSHQVDWLRQ��WKHUH�LV�VWLOO�DQ�DUJXPHQW�WKDW�)38&�SD\PHQWV�
ZRXOG�EH�H[FOXGDEOH��%HFDXVH�EHQHILWV�XQGHU�)38&�DUH�QRW�EDVHG�RQ�ZDJH�KLVWRU\��
WKH\�DUH�GLVWLQJXLVKDEOH�IURP�WKH�XQHPSOR\PHQW�FRPSHQVDWLRQ IDPLOLDU�WR�&RQJUHVV�
LQ�������$UJXDEO\��WKH\�DUH�PRUH�OLNH�D�OXPS�VXP�VWLPXOXV�FKHFN��DOEHLW�WDUJHWHG�WR�
ZRUNHUV�ZKR�PHHW�8,�SURJUDP�HOLJLELOLW\ ² DQG�WKHUHIRUH�VTXDUHO\�WKH�W\SH�RI�
SD\PHQW�´EDVHG�RQ�QHHG�µ 5HY��5XO��������� WKDW�WKH�JHQHUDO�ZHOIDUH�H[FOXVLRQ�
FRYHUV��

7KHUHIRUH��ZH�EHOLHYH�LW�LV�OLNHO\�ERWK�WKDW�WD[SD\HUV�ZRXOG�FKDOOHQJH�DQ\�,56�
HIIRUW�WR�WD[�38$��)38&��3(8&��RU�/:$�EHQHILWV��DQG�WKDW�WKH\�ZRXOG�OLNHO\�



SUHYDLO��:KLOH�WKH�,56�FRXOG�FRQFHLYDEO\�GHIHQG�D�SRVLWLRQ�WKDW�WKH�EHQHILWV�DUH
WD[DEOH��HVSHFLDOO\ LI�LW�ZHUH�WR�LVVXH�QHZ�JXLGDQFH�DIWHU�QRWLFH�DQG�FRPPHQW��WKDW�
RXWFRPH�KDV�QR�SROLF\�DSSHDO��7KHVH�DUH�KRXVHKROGV�ZKR�DUH�RXW�RI�ZRUN�DQG�HLWKHU�
FDQQRW�DIIRUG�D�VXUSULVH�WD[�ELOO�RU�ZRXOG�KDYH�D�YHU\�KLJK�PDUJLQDO�SURSHQVLW\�WR�
VSHQG�D�UHIXQG�FKHFN��)RUFLQJ�WKHP�LQVWHDG�WR�ZDLW�\HDUV³VKLIWLQJ�WKH�UHIXQG�WR�D�
WLPH�ZKHQ�WKHUH�LV�XQOLNHO\�WR�EH�D�UHFHVVLRQ³DQG�UHTXLULQJ�WKHP�WR�LQFXU�
VXEVWDQWLDO�OLWLJDWLRQ�FRVWV��PDNHV�QR�VHQVH� 7KH�SRVLWLRQ�ZH�UHFRPPHQG�GRHV�QRW�
H[SDQG�WKH�JHQHUDO�ZHOIDUH�H[FHSWLRQ��D�VWHS�7UHDVXU\�KDV�ORQJ�EHHQ�UHOXFWDQW�WR�
XQGHUWDNH��EXW�LQVWHDG�RQO\�UHOLHV�RQ�ORQJVWDQGLQJ�LQWHUSUHWDWLRQV�RI�LW��

7KH�RXWFRPH�LV�QRW�DV�FOHDU�IRU�VWDWH�8,�EHQHILWV��$V�ZH�QRWHG��LW�LV�OHVV�
HYLGHQW�WKDW�WUDGLWLRQDO�8,�LV�SDLG�´LQ�FRQQHFWLRQ�ZLWKµ�WKH�&29,'�GLVDVWHU��7KH�
VWDWXWH�GRHV�QRW�VWDWH�KRZ�GLUHFWO\�SD\PHQWV�PXVW�EH�FRQQHFWHG�WR�D�WULJJHULQJ�
GLVDVWHU��$UJXDEO\� RQH�RU�WZR�DGGLWLRQDO�OLQNV�LQ�D�FDXVDO�FKDLQ�DUH�VWLOO�´LQ�
FRQQHFWLRQ�ZLWKµ�WKH�XOWLPDWH�FDXVH��$W�OHDVW�IRU�LQGLYLGXDOV�LQ�LQGXVWULHV�PRVW�
LPSDFWHG�E\�WKH�SDQGHPLF��ZH�WKLQN�WKHUH�LV�WKXV�D�SODXVLEOH�OHJDO�SRVLWLRQ WKDW�
VWDWH�8,�EHQHILWV�VKRXOG�DOVR�EH�H[HPSW�XQGHU��������DVVXPLQJ�WKDW�RQH�DOVR�
FRQFOXGHV�WKDW�WKH�-&7�WHFKQLFDO�H[SODQDWLRQ�LV�QRW�FRQFOXVLYH� :H�DQWLFLSDWH�
WD[SD\HUV�ZLOO�DOVR�OLWLJDWH�WKLV�LVVXH�


