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1,(3$�2FFDVLRQDO�3DSHU�� �
&RQWHQWV,QWURGXFWLRQ ��

6HFWLRQ�, ��&RPSXOVRU\�(GXFDWLRQ�YV��&RPSXOVRU\�6FKRROLQJ ��&RQVWLWXWLRQDO�3URYLVLRQV�IRU�3URWHFWLQJ ��WKH�5LJKW�RI�WKH�&KLOG([LVWLQJ�/HJLVODWLRQ�IRU�&RPSXOVRU\�(GXFDWLRQ ��,V�(GXFDWLRQ�&RPSXOVRU\�LQ�6WDWHV�:KHUH�(GXFDWLRQ�$FWV����� ��KDYH�EHHQ�3DVVHG"
6HFWLRQ�,,3DFH�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD������ ������ ��/HJLVODWLRQV�IRU�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD ��/LVW�RI�&RPSXOVRU\�(GXFDWLRQ�$FWV ��)URP�&RPSXOVLRQ�WR�3HUVXDVLRQ���$�3ROLF\�6KLIW ��&RPSXOVLRQ�± $QG�WKH�%XUGHQ�RI�$SDWK\� � ���
6HFWLRQ�,,,5HFHQW�'HYHORSPHQWV�/HDGLQJ�WR�WKH��� WK &RQVWLWXWLRQDO�$PHQGPHQW ��
6HFWLRQ�,9)ROORZ�XS�/HJLVODWLRQ�WR�WKH�)XQGDPHQWDO�5LJKW�W R�(GXFDWLRQ ��7KH�1HHG�IRU�1HZ�&HQWUDO�/HJLVODWLRQ ������&RQFXUUHQW�6WDWXV�RI�(GXFDWLRQ ������&HQWUDO�/HJLVODWLRQ�DQG�3DQFKD\DWL�5DM�,QVWLWXWLRQV ������3HRSOH¶V�'HPDQG�IRU�(GXFDWLRQ ������'HPDQG�IRU�(GXFDWLRQ�RI�6DWLVIDFWRU\�4XDOLW\ ������5DWLILFDWLRQ�RI�&RQYHQWLRQ�RQ�5LJKWV�RI�WKH�&KLOG������� ������3DUOLDPHQWDU\�6WDQGLQJ�&RPPLWWHH��+5'��5HFRPPHQGDWLRQV ��:KDW�6KRXOG�WKH�/DZ�'HWHUPLQH" ��3RVVLEOH�,VVXHV ��&RQFOXVLRQ ��5HIHUHQFHV ��
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�� &RPSXOVRU\�(GXFDWLRQ�$FWV�3UHVHQWO\�LQ�)RUFH�LQ� ��6WDWHV���87V�RI�,QGLD
�� 'DWD�RQ�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD� ��VLQFH�,QGHSHQGHQFH�± 1XPEHU�RI�1RWLFHV�,VVXHG���$OO�,QGLD
�� 'DWD�RQ�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD� ��VLQFH�,QGHSHQGHQFH�± 1XPEHU�RI�3URVHFXWLRQV
�� 'DWD�RQ�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD� ��VLQFH�,QGHSHQGHQFH�± 8WWDU�3UDGHVK
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&RQVWLWXWLRQDO�$PHQGPHQW�WR�0DNH�(GXFDWLRQ�D�)XQGDPHQWDO�5LJKW�
,VVXHV�IRU�D�)ROORZ�8S�/HJLVODWLRQ

,QWURGXFWLRQ�
$�QXPEHU�RI�UHFHQW�HIIRUWV�KDYH�EHHQ�LQLWLDWHG�LQ�,QGLD�WR�PDNH�HOHPHQWDU\�HGXFDWLRQ� D� IXQGDPHQWDO� ULJKW� RI� HYHU\� FKLOG�� � :LWK� WKH� SDVVLQJ� RI� WKH� �� UG&RQVWLWXWLRQ�$PHQGPHQW�%LOO�E\�WKH�/RN�6DEKD��WKH�ORZHU�KRXVH�RI�3DUOLDPHQW��RQ���WK 1RYHPEHU������� DQG� WKHQ�E\� WKH�XSSHU�KRXVH�� WKH�5DM\D�6DEKD�� �RQ��� WK RI�0D\�������D�PDMRU�VWULGH�ZDV�ZLWQHVVHG�LQ�WKH�HYROXWLRQ�RI�WKH��� UG &RQVWLWXWLRQ�$PHQGPHQW�%LOO�LQWR�WKH���WK &RQVWLWXWLRQ�$PHQGPHQW�$FW���:LWK�WKLV�$FW��IRU�WKH�ILUVW�WLPH�VLQFH�WKH�IUDPLQJ�RI�WKH�&RQVWLWXWLRQ ��ZDV�D�)XQGDPHQWDO�5LJKW�DGGHG�WR�WKH� &RQVWLWXWLRQ� RI� ,QGLD�� � %HILWWLQJO\�� IRU� ,QGLD�� ZLWK� WKH� ODUJHVW� QXPEHU� RI�LOOLWHUDWHV�LQ�WKH�ZRUOG��WKLV�ILUVW�DGGLWLRQ�WR�WKH�)XQGDPHQWDO�5LJKWV�OLVW��UHODWHV�WR�HGXFDWLRQ�� 7KH� ,QGLDQ� &RQVWLWXWLRQ�� QRZ� JXDUDQWHHV� HL JKW� \HDUV� RI� HOHPHQWDU\�HGXFDWLRQ�WR�HDFK�DQG�HYHU\�FKLOG�LQ�WKH�FRXQWU\�
+RZ�WKLV�VKDOO�EH�LPSOHPHQWHG�DQG�E\�ZKRP��DQG�LQ�ZKDW�PDQQHU��VKDOO�EH�GHFLGHG�E\�D� OHJLVODWLRQ� WKDW� LV� WR�EH�GUDIWHG�DV�D�IROORZ �XS�WR� WKH�&RQVWLWXWLRQDO�$PHQGPHQW���6XEVHTXHQW�WR� WKH�DPHQGPHQW��WKH�IROORZLQJ�DUWLFOH�VKDOO�EH�LQVHUWHG�DIWHU�$UWLFOH����RI�WKH�&RQVWLWXWLRQ��QDPHO\��
³��$�� 7KH� 6WDWH� VKDOO� SURYLGH� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ� WR� DOO�FKLOGUHQ�RI� WKH� DJH� RI� VL[� WR� IRXUWHHQ� \HDUV� LQ� VXFK�PDQQHU� DV� WKH�6WDWH�PD\��E\�ODZ��GHWHUPLQH´���$UWLFOH����ZLOO�QRW��DV�ZDV�EHLQJ�FRQVLGHUHG�HDUOLHU��EH�GHOHWHG��,QVWHDG��WKH�FRQWHQW�RI�WKH�$UWLFOH����RI�WKH�&RQVWLWXWLRQ�LV�EHLQJ�VXEVWLWXWHG�E\��

 'U�� 1DOLQL� -XQHMD�� )HOORZ�� 6FKRRO� DQG� 1RQ �)RUPDO� (GXFDWLRQ� 8QLW�� 1DWLRQDO� ,QVWLWXWH� RI�(GXFDWLRQDO� 3ODQQLQJ� DQG� $GPLQLVWUDWLRQ� �1,(3$��� �� �%�� 6UL� $XURELQGR� 0DUJ�� 1HZ���'HOKL���������,QGLD���



1,(3$�2FFDVLRQDO�3DSHU�� �

�

³���� � 7KH� 6WDWH� VKDOO� HQGHDYRXU� WR� SURYLGH� HDUO\� FKLOGKRRG� FDUH� DQG�HGXFDWLRQ�IRU�DOO�FKLOGUHQ�XQWLO�WKH\�FRPSOHWH�WKH�DJH�RI�VL[�\HDUV´���,Q�$UWLFOH���$�RI�WKH�&RQVWLWXWLRQ��DIWHU�FODXVH��M��� WKH� IROORZLQJ�FODXVH�LV�EHLQJ�DGGHG�
³�N��ZKR�LV�D�SDUHQW�RU�JXDUGLDQ�WR�SURYLGH�RSSRUWXQLWLHV�IRU�HGXFDWLRQ�WR�KLV�FKLOG�RU�DV�WKH�FDVH�PD\�EH��ZDUG�EHWZHHQ�WKH�DJH�RI�VL[�DQG�IRXUWHHQ�\HDUV´�
7KHUHIRUH�� DV� PD\� EH� QRWHG� IURP� DERYH�� WKH� SURYLVLRQV� RI� $UWLFOH� �� �$�LWVHOI�VWDWH� WKDW� WKH\�DUH�WR�EH� LPSOHPHQWHG� LQ�VXFK�PDQQHU�DV� WKH 6WDWH�PD\�E\�ODZ�GHWHUPLQH��$V�VXFK WKH�OHJLVODWLRQ�WKDW�ZRXOG�JLYH�HIIHFW�WR�WKH�SURYLVLRQV�WR�WKLV�FODXVH�ZRXOG�SOD\�D�GHWHUPLQLQJ�UROH�LQ�WKH�IXWXUH�RI�,QGLDQ�HGXFDWLRQ �
7KH�TXHVWLRQ�EHIRUH�WKH�FRXQWU\�DW� WKLV�MXQFWXUH�LV� ± KRZ�VKRXOG�WKLV�DOO�LPSRUWDQW�SLHFH�RI� OHJLVODWLRQ�EH�IUDPHG�LQ�RUGHU�IRU� LW� WR�HQVXUH�WKDW�HYHU\�FKLOG�LV�DVVXUHG�RI�WKH�ULJKW�WR�HGXFDWLRQ"�&DQ�RQH�OHDUQ�IURP�WKH�H[LVWLQJ�VWDWH�OHJLVODWLRQ�RQ�FRPSXOVRU\�HGXFDWLRQ��RU�GRHV� FRPSXOVRU\ HGXFDWLRQ�QRW�ILW�LQ�ZLWK�WKH�SUHVHQW�µULJKWV¶�EDVHG�SHUVSHFWLYHV��LQ�ZKLFK�HGXFDWLRQ�LV�D�µ5LJKW¶��DQG�QRW�D�FRPSXOVLRQ�RQ�D�SHUVRQ��
&DQ�ZH�GUDZ�LQVSLUDWLRQ�IURP�FRPSXOVRU\�HGXFDWLRQ�ODZV�IURP�RWKHU�SDUWV�RI�WKH�ZRUOG��DQG�IURP�UHFHQW�81�GRFXPHQWV�RQ�WKH�ULJKWV�RI�WKH�FKLOG"��
,QGLD� LV� D� VLJQDWRU\� WR� WKH�&RQYHQWLRQ�RQ� WKH�5LJKWV�RI� WKH�&KLOG� �&5&���DQG� LV�� WKHUHIRUH�� FRPPLWWHG� WR EULQJLQJ� LWV� LQWHUQDO� OHJLVODWLRQ� LQ� OLQH� ZLWK� WKH�DJUHHPHQWV� LQ� WKH� UDWLILHG� &5&�� 2QH� RI� WKH� PDMRU� DUWLFOHV� LQ� WKH� &RQYHQWLRQ�FRPPLWV�,QGLD�WKXV�
³6WDWH� SDUWLHV� UHFRJQLVH� WKH� ULJKW� RI� WKH� FKLOG� WR� HGXFDWLRQ�� DQG�ZLWK� D�YLHZ� WR� DFKLHYLQJ� WKLV� ULJKW� SURJUHVVLYHO\� DQG� RQ� WKH� EDVLV� RI� HTXDO�RSSRUWXQLW\�� WKH\� VKDOO� LQ� SDUWLFXODU�� �D�� 0DNH� SULPDU\� HGXFDWLRQ�FRPSXOVRU\�DQG�DYDLODEOH�IUHH�WR�DOO´�
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7KH�$PHQGPHQW�WR�WKH�&RQVWLWXWLRQ�DQG�WKH�SURSRVHG�OHJLVODWLRQ�WR�IROORZ�LW�DUH�LQ�FRQVRQDQFH�ZLWK�WKLV�FRPPLWPHQW�DO VR��%XW�WKH�TXHVWLRQ�UHPDLQV�RQH�RI�IUDPLQJ� WKH� ODZ� DSSURSULDWHO\�� 7KHUH� PD\� EH� PDQ\� SUHGLFDPHQWV� WKDW� ZH� PD\�QHHG� WR� FRQIURQW� LQ� WKLV� FRQWH[W�� )RU� H[DPSOH�� VRPH� RI� WKH� TXHVWLRQV� WKDW�LPPHGLDWHO\�FRPH�WR�PLQG��LQ�WKLV�FRQWH[W��DUH�
x :K\�GRHV�WKH�ULJKW�WR�HGXFDWLRQ�QHHG�WR�EH�VKLIWHG�IURP�3DUW�,9�RI�WKH�,QGLDQ� &RQVWLWXWLRQ� �'LUHFWLYH� 3ULQFLSOHV� RI� 6WDWH� 3ROLF\�� WR� 3DUW� ,,,��)XQGDPHQWDO�5LJKWV����x :K\� LV� QHZ� OHJLVODWLRQ� QHHGHG� IRU� JLYLQJ� WKLV� ULJKW� DQ� RSHUDWLRQDO�PHDQLQJ�ZKHQ�DOPRVW�HYHU\�6WDWH�DOUHDG\�KDV�D�& RPSXOVRU\�(GXFDWLRQ�$FW"��x 6KRXOG� WKH� µ6WDWH¶�PDNH�&HQWUDO�/HJLVODWLRQ�RU�VKRXOG�WKH�IHGHUDO�VWDWH�JRYHUQPHQWV�GUDIW�WKHLU�RZQ�OHJLVODWLRQV�IRU�HQVXULQJ�WR�HYHU\�FKLOG��IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ"x 6KRXOG�WKH�OHJLVODWLRQ�UHODWH�WR�RQO\�WKH�QHZ�DUWLFOH��� �$�WKXV�UHVWULFWLQJ�LWVHOI�WR�WKH������\HDU�ROG�FKLOG��RU��VKRXOG�LW�UHODWH�WR�WKH�HQWLUH�FRQWHQW�RI�WKH�$PHQGPHQW�DQG�LQFOXGH�OHJLVODWLYH�SURYLVLRQ�IRU�HDUO\�FKLOGKRRG�FDUH�DQG�HGXFDWLRQ���WKH�QHZ�$UWLFOH�����DV�ZHOO�DV�WKH�IXQGDPHQWDO�GXW\�RI�SDUHQWV��$UWLFOH���N�"x :KRP� VKRXOG� WKH� OHJLVODWLRQ� HPSRZHU"� 7KH� SDUHQWV� � WR� GHPDQG�HGXFDWLRQ�IURP�WKH�µ6WDWH¶"�2U� WKH�µ6WDWH¶��� WR�FRPSHO�SDUHQWV�WR�VHQG�WKHLU� FKLOG� WR� VFKRRO"� 2U�� WKH� &HQWUH� � WR� FRPSHO� WKH� IHGHUDO� VWDWH�JRYHUQPHQWV� WR� SURYLGH� HGXFDWLRQDO� IDFLOLW LHV� DQG� DWWHQGDQFH�DXWKRULWLHV"���6HFRQGO\��KRZ�VKRXOG�WKLV�EH�GRQH"x :KR� ZLOO� LPSOHPHQW� WKH� SURYLVLRQV� RI� WKH� OHJLVODWLRQ"� &DQ� � &HQWUDO�OHJLVODWLRQ� EH� PDGH� IRU� WKH� WKLUG� WLHU� ERGLHV� WR� LPSOHPHQW�� VLQFH�3DQFKD\DWL�5DM�,QVWLWXWLRQV��35,V��DUH�D�6WDWH�VXEMHFW "x :KDW� VKRXOG� EH� WKH� UROH� SOD\HG� E\� 3DQFKD\DWL� 5DM� ,QVWLWXWLRQV� LQ� WKH�SURYLVLRQ� DQG� HIIHFWLYH� LPSOHPHQWDWLRQ� RI� IXQGDPHQWDO� ULJKWV"�6KRXOG�WKH�IROORZ�XS�OHJLVODWLRQ�GHILQH�WKHLU�UROH"�:KR�VKRXOG�GHILQH�WKLV�UROH"�:KDW� DXWKRULW\� DQG� UHVRXUFHV� QHHG� WR� EH� JL YHQ� WR� WKHVH� LQVWLWXWLRQV"�:KDW� FDSDELOLWLHV� GR� WKH\� KDYH�QHHG� WR� KDYH� LQ� RUGHU� WR� SOD\� D�PHDQLQJIXO�UROH"
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x :KHQ� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ� EHFRPHV� D� IXQGDPHQWDO� ULJKW� ±ZKDW�VKRXOG�EH�µIUHH¶"�6KRXOG�HGXFDWLRQ�LQ�SULYDWH�VFKRROV�DOVR�EH�IUHH"�6KRXOG�WKH�FHQWUDO�OHJLVODWLRQ�VSHFLI\�ZKDW�VKRXOG�EH�IUHH"x +RZ�FDQ�SDUHQWV�EH�EURXJKW�RQ�ERDUG"�:KDW�VKRXOG�EH�WKHLU�UROH"�:KDW�VKRXOG� EH� RXU� SRVLWLRQ� UHJDUGLQJ� SHQDOWLHV� IRU� QRQ �LPSOHPHQWDWLRQ� RI�WKH�SURYLVLRQV�RI�WKH�$FW"�x 6KRXOG� SULYDWH� LQVWLWXWLRQV� KDYH� D� UROH� W R� SOD\� LQ� WKLV� QDWLRQDO�HQGHDYRXU"�+RZ�FDQ�WKH\�EH�EURXJKW�LQ"�x $�µGHPDQG¶�KDV�EHHQ�YRFDOL]HG�LQ�WKH�SRSXODU�OLWHUDWXUH�DQG�LQ�VHPLQDUV�DQG�ZRUNVKRSV�IRU�³HGXFDWLRQ�RI�VDWLVIDFWRU\�TXDOLW\´��&DQ�µ6DWLVIDFWRU\�4XDOLW\¶�EH�GHILQHG�LQ�PRUH�VSHFLILF�WHUPV"�
$V�RQH�PD\�VHH��WKH�LVVXHV�FDQ�UXQ�TXLWH�GHHS�DQG��IRU�WKH�XQLQLWLDWHG��WKLV�ZKROH�GHEDWH�FDQ�EH� VRPHZKDW�EHZLOGHULQJ�� �$Q�DWWHPSW�KDV�EHHQ�PDGH� LQ� IRXU�VHFWLRQV� RI� WKLV� SDSHU�� WKHUHIRUH�� WR� SUHVHQW� KDSSHQLQJV� UHODWHG� WR� WKH� ULJKW� WR�HGXFDWLRQ� LQ� WKHLU� FRQFHSWXDO� DQG� KLVWRULFDO� SHUVSHFWLYHV�� EHIRUH� UHWXUQLQJ� WR�LQWULFDFLHV� RI� WKH� LVVXHV� WKDW� ZH� QHHG� WR� DGGUHVV� LQ� IUDPLQJ� WKH� IROORZ �XS�OHJLVODWLRQ�6HFWLRQ� ,�GLVFXVVHV�EULHIO\� WKH�FRQFHSWV�RI�� �L��FRPSXOVRU\�HGXFDWLRQ�� DQG��LL��WKH�ULJKW�WR�HGXFDWLRQ��DQG�DOVR�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�WZR���,W�LQWURGXFHV�WKH�H[LVWLQJ�FRQVWLWXWLRQDO�SURYLVLRQV�IRU�WKH�FKLOG��LQ�,QGLD��DV�ZHOO�DV�WKH�H[LVWLQJ�DFWV�LQ�IRUFH��IRU�PDNLQJ�HGXFDWLRQ�FRPSXOVRU\��
6HFWLRQ�,,�SURYLGHV�KLVWRULFDO�EDFNJURXQG�RI�FRPSXOVRU\�HGXFDWLRQ�LQ ,QGLD��LQ�RUGHU� WR�XQGHUVWDQG� WKH�SUHYLRXV�DWWHPSWV� LQ� WKLV�GLUHFWLRQ�� DQG� WR�XQGHUVWDQG�VRPH�RI� WKH�SUREOHPV�WKDW�RQH�FDQ�HQFRXQWHU� LQ�DWWHPSWLQJ� WR�SURYLGH�HGXFDWLRQ�IRU�DOO�FKLOGUHQ���
6HFWLRQ�,,,�RXWOLQHV�VRPH�RI�WKH�UHFHQW�GHYHORSPHQWV��LQ�WKH�SDVW�G HFDGH�RU�VR��WKDW�KDYH�VHUYHG�WR�UHVXUUHFW�WKH�FRQFHUQ�IRU�SURYLGLQJ�D�OHJLVODWLYH�JURXQGLQJ�WR�PDVV�HGXFDWLRQ��DQG�WR�SDYH�ZD\�IRU�WKH��� UG &RQVWLWXWLRQDO�$PHQGPHQW�%LOO�
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)LQDOO\�� 6HFWLRQ� ,9� GLVFXVVHV� LVVXHV� UHODWHG� WR� WKH� SUHVHQW� IROORZ �XS�OHJLVODWLRQ� WR WKH�QHZ�$UWLFOH����$�RI�WKH�&RQVWLWXWLRQ�RI�,QGLD��,W�DOVR�GLVFXVVHV�ZK\� RXU� H[LVWLQJ� &RPSXOVRU\� (GXFDWLRQ� $FWV� QR� ORQJHU� VHUYH� DQG� ZK\� D� QHZ�OHJLVODWLRQ�LV�QHHGHG�WRGD\���
3XW� WRJHWKHU�� WKHVH� VHFWLRQV�PD\�PDNH� WKH� UHDGHU�SDLQIXOO\�DZDUH� WKDW� WKH�OHJLVODWLRQ�PD\��E\�QR�PHDQV�EH�VXIILFLHQW��5DWKHU��LW�LV�D�QHFHVVDU\�ILUVW�VWHS��DQG��WKHUHIRUH��GHVHUYHV�WR�EH�WDNHQ�ZLWK�DOO�VHULRXVQHVV�DQG�VLQFHULW\��
7KH�XQGHUO\LQJ�FRQFHUQ�UXQQLQJ�WKURXJKRXW�LV�WKDW�ZKDW�LV�QHHGHG�WRGD\�LV�QRW�MXVW�OHJLVODWLRQ�LQ�WKH�ROG�FRPSXOVRU\�HGXFDWLRQ�PRXOG��ZKLFK�RQO\�OD\V�GRZQ�ZKDW�IDFLOLWLHV�DUH�WR�EH�SURYLGHG�DQG�GLFWDWHV�ZKDW�ZLOO�KDSSHQ�WR�WKRVH�ZKR�GR�QRW� DYDLO�RI� WKHP���EXW�D� OHJLVODWLRQ� WKDW�ZLOO�HQIRUFH� WKH� ULJKWV�RI�HYHU\�FKLOG� WR�TXDOLW\�HGXFDWLRQ���
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6HFWLRQ�,
7KH� WHUP� µFRPSXOVRU\� HGXFDWLRQ¶� WHQGV� WR� HOLFLW� GLIIHUHQW� PHDQLQJV� DQG�LQWHUSUHWDWLRQV� IURP� GLIIHUHQW� SHRSOH�� � 0RVW� RIWHQ�� FRPSXOVRU\� HGXFDWLRQ� LV�LQWHUSUHWHG�LQ�WHUPV�RI�PDQGDWRU\�DWWHQGDQFH�UHTXLUHPHQWV��RU��DV�WKH�ILUVW�VWDJH�RI�HGXFDWLRQ�� �1RW�YHU\�RIWHQ�� LW� LV FRQQHFWHG�ZLWK�WKH� ULJKW�WR�HGXFDWLRQ��DQG��HYHQ�WKHQ�� WR�PRVW�SHRSOH�FRPSXOVRU\�HGXFDWLRQ�DQG�ULJKW�WR�HGXFDWLRQ�PHDQ��PRUH�RU�OHVV�� WKH� VDPH� WKLQJ�� � +RZHYHU�� WKHUH� LV� D� VOLJKW� EXW� LPSRUWDQW� GLIIHUHQFH�� 7KH�³5LJKW� WR� (GXFDWLRQ´� FRXOG� DOVR� EH� DSSOLFDEOH� W R� DGXOWV�� �+HQFH��ZKLOH� V\VWHPV�H[LVW� LQ� VHYHUDO� FRXQWULHV� WR� IRUFH� SDUHQWV� WR� VHQG� WKHLU� FKLOGUHQ� WR� VFKRRO�� DGXOW�HGXFDWLRQ�LV�QRW��DV�D�UXOH��FRPSXOVRU\�VLQFH�DGXOWV�FDQ�FKRRVH�ZKHWKHU�RU�QRW�WKH\�ZDQW�WR�WDNH�DGYDQWDJH�RI�WKH�IDFLOLWLHV�SURYLGHG�WR�WKHP�IRU�HGXFDWLRQ��7KH�DLP�RI�FRPSXOVRU\�HGXFDWLRQ�LV�WR� SURWHFW FKLOGUHQ¶V�ULJKW�WR�HGXFDWLRQ�EHFDXVH�FKLOGUHQ�KDYH� QR� ZD\� RI� DVVHUWLQJ� WKDW� ULJKW� IRU� WKHPVHOYHV� ZKHQ� WKURXJK� QHJOHFW� RU�LJQRUDQFH��QR�DWWHQWLRQ�LV�SDLG�WR�WKLV�QHHG�&RPSXOVRU\�HGXFDWLRQ�LV�D OVR�XVHG�V\QRQ\PRXVO\�DQG�LQWHUFKDQJHDEO\�ZLWK�WKH�ILUVW�VWDJH�RI�IRUPDO�HGXFDWLRQ��ZKLFK��LQ�PRVW�FRXQWULHV��LV�FRQJUXHQW�ZLWK�WKH�\HDUV�LQ�ZKLFK�HGXFDWLRQ�LV�DOVR�µFRPSXOVRU\¶���
³&RPSXOVRU\�(GXFDWLRQ��7KDW�ZKLFK�PXVW� EH� DWWHQGHG�RU� XQGHUWDNHQ�E\�WKH� ODZ RI� D� SDUWLFXODU� FRXQWU\� RU� VWDWH�� � 7KH� OHJDO� UHTXLUHPHQW�PD\�EH�HGXFDWLRQ� IURP� D� FHUWDLQ� VWDUWLQJ� DJH� RU� LW� PD\� EH� HGXFDWLRQ� XS� WR� D�FHUWDLQ�VWDQGDUG�´ ,QWHUQDWLRQDO�'LFWLRQDU\�RI�(GXFDWLRQ��/RQGRQ��������
$QRWKHU� PHDQLQJ� RI� WKH� WHUP� WHQGV� WR� UHIHU� WR� W KH� UHTXLUHPHQWV� IURP�FKLOGUHQ�DQG�JRYHUQPHQWV�LQ�UHODWLRQ�WR�WKLV�VWDJH� ± WKH�UHTXLUHPHQW�EHLQJ�WKDW�WKH�FKLOGUHQ�PXVW�DWWHQG�VFKRRO�DQG�WKDW�WKH�JRYHUQPHQW�PXVW�SURYLGH�WKHVH�VFKRROV���7KH� IROORZLQJ� GHILQLWLRQ� RI� FRPSXOVRU\� HGXFDWLRQ� UHIHUV� WR� WKHVH� PDQGD WRU\�FRQGLWLRQV��
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³&RPSXOVRU\�(GXFDWLRQ��7KH�OHJDO�UHTXLUHPHQWV� LQ�DOO�VWDWHV�PDQGDWLQJ�PLQLPDO� VFKRRO� DWWHQGDQFH� DQQXDOO\� IRU� FKLOGUHQ� EHWZHHQ� ODWHVW� VFKRRO�VWDUWLQJ�DJHV�DQG�HDUOLHVW�VFKRRO�OHDYLQJ�DJHV�VSHFLILHG�E\�WKH�LQGLYLGXDO�VWDWHV�� VWDWHV� FRUUHVSRQGLQJO\� UHTXLUH� SURYLVLRQ� RI� SXEOLF� HGXFDWLRQ�WKURXJK�ZKLFK�OHJDO�VFKRRO�DWWHQGDQFH�UHTXLUHPHQWV�PD\�EH�PHW�´7KH�&RQFLVH�'LFWLRQDU\�RI�(GXFDWLRQ�������
&RPSXOVRU\� VFKRROLQJ� SXWV� D� GXW\� RQ� WKH� FKLOG� WR� DWWHQG� VFKRRO� DQG�FRUUHVSRQGLQJ�GXW\�RQ�WKH�SDUHQWV�WR VHQG�WKH�FKLOG�WR�VFKRRO���,Q�WKH�SDVW�WZR�RU�WKUHH�FHQWXULHV��RQH� FDQ� ILQG� DUWLFOHV� LQ�PDQ\�&RQVWLWXWLRQV�GHILQLQJ�FRPSXOVRU\�HGXFDWLRQ�DV�D�FKLOG¶V�GXW\��,Q�FDVH�RI�QRQ�REHGLHQFH��WKH�VWDWH�RUJDQV�VXFK�DV�WKH�SROLFH�DQG�WKH�FRXUWV�DUH�UHTXLUHG�WR�WDNH�D FWLRQ���
:KHQ� &RPSXOVRU\� HGXFDWLRQ� LV� SHUFHLYHG� DV� D� ULJKW�� WKH� IRFXV� VKLIWV� WR��µVHOI�DVVHUWLRQ¶� 7KLV� LV� WKH� PHDQLQJ� RI� FRPSXOVRU\� HGXFDWLRQ� SURSDJDWHG� E\�OLEHUDO� DQG� VRFLDOLVW� SKLORVRSKHUV�� SROLWLFLDQV� DQG� HGXFDWLRQLVWV� DV� D� YHKLFOH� IRU�VDIHJXDUGLQJ�D�KXPDQ�ULJKW�IRU�SHRSOH�µXQGHU�DJH�¶
7KH� 81(6&2� <HDUERRN� RI� (GXFDWLRQ� ������� YLHZHG� FRPSXOVRU\�HGXFDWLRQ� DV� D� ULJKW�� 7KXV�� DV� D� ULJKW� LW� KDV� VKLIWHG IURP� EHLQJ� DSSOLHG� WR� WKH�SRSXODWLRQ� DV� D�SDVVLYH� VXEMHFW�� WR� QRZ�PDLQO\� DSSOLHG� WR WKH� VWDWH�DV�DQ�DFWLYH�VXEMHFW VXFK�WKDW��
³7KH� FRPSXOVRU\� QDWXUH� RI� HGXFDWLRQ� UHIHUV� QRW� RQO\� WR� WKH� FKLOG¶V�REOLJDWLRQ�WR�UHFHLYH�LW�EXW�DOVR�WR�WKH�VWDWH¶V�REOLJDWLRQ�WR�SURYLGH´��81(6&2��,QWHUQDWLRQDO�<HDU�%RRN�RI�(GXFDWLRQ��9RO��;;;9,,,��������

&RPSXOVRU\�(GXFDWLRQ�YV��&RPSXOVRU\�6FKRROLQJ�
,Q� VRPH� FDVHV�� µFRPSXOVRU\� HGXFDWLRQ¶� UHTXLUHPHQWV� FDQ� EH� PHW� HYHQ�ZLWKRXW� DWWHQGLQJ� VFKRRO�� � ,Q� VXFK� FDVHV�� LW� LV� WKH� DFKLHYHPHQW� RI� D� VWDJH� RI�HGXFDWLRQ� WKDW� LV� WKH� GHWHUPLQLQJ� IDFWRU� DQG�QRW� WKH� DWWHQGDQFH� RI� WKH� FKLOG� DW� D�VFKRRO�� ,Q�PDQ\� FRXQWULHV�� WKH� FRQGLWLRQV� RI� FRPSXOVRU\� HGXFDWLRQ�PD\� EH�PHW�WKURXJK�KRPH�VFKRROLQJ�RU�WKURXJK�WKH�SURYLVLRQ�RI�HGXFDWLRQ�WKURXJK�VRPH�RWKHU�
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PHDQV��7KH�IROORZLQJ�GHILQLWLRQ��IURP�DQ�$PHULFDQ�SXEOLFDWLRQ��DOVR�UHIHUV�WR�WKLV�µDFKLHYHPHQW�RI�REMHFWLYHV¶�PHDQLQJ�RI�WKH�WHUP��LQ�DGGLWLRQ�WR�WKH�PRUH�FRPPRQ�PHDQLQJV� UHODWHG� WR� WKH� UHTXLUHPHQWV� WR� DWWHQG� VFKRRO� DQG� WKH� UHTXLUHPHQWV� WR�SURYLGH� VFKRROLQJ� IDFLOLWLHV�� 6XFK� GHILQLWLRQV� RI� FRPSXOVRU\� HGXFDWLRQ� GUDZ�DWWHQWLRQ� WR� WKH� GLVWLQFWLRQ� EHWZHHQ� FRPSXOVRU\ VFKRROLQJ DQG� FRPSXOVRU\�HGXFDWLRQ�
³&RPSXOVRU\� (GXFDWLRQ�� ���� WKH� SUDFWLFH� QRZ� FRPPRQ� WR� DOO� VWDWHV��WHUULWRULHV�� DQG� SRVVHVVLRQV� RI� WKH� XQLWHG� VWDWHV�� RI� UHTXLULQJ� VFKRRO�DWWHQGDQFH� E\� ODZ�� UHVSRQVLELOLW\� WR� EH� SODFHG� RQ� WKH� SDUHQWV� LQ� VRPH�VWDWHV������KLVWRULFDOO\��WKH�UHTXLUHPHQW�WKDW�HYHU\�FKLOG�VKRXOG�EH�DEOH�WR�UHDG�DQG�ZULWH�E\�D�FHUWDLQ�DJH�FRPPRQO\����\HDUV��VFKRRO�DWWHQGDQFH�QRW�EHLQJ�PDQGDWRU\� ���� WKH�UHTXLUHPHQW� WKDW�D�SROLWLFDO�VXEGLYLVLRQ�SURYLGH�HGXFDWLRQ�IRU�WKH�VFKRRO�DJH�SRSXODWLRQ�´�*RRG�7KLUG�(GXFDWLRQDO�'LFWLRQDU\�RI�(GXFDWLRQ��������
2SHUDWLRQDOO\� WRR�� WKHUH� LV� DQ� LPSRUWDQW� GLIIHUHQFH� EHWZHHQ� FRPSXOVRU\�HGXFDWLRQ DQG�FRPSXOVRU\�VFKRROLQJ���&RPSXOVRU\ VFKRROLQJ UHTXLUHV�FRPSXOVRU\�DWWHQGDQFH�DW�D�SXEOLF�VFKRRO��L�H��LW�UHIHUV�WR�D VSHFLILF�SURFHVV�ZKHUHE\�HGXFDWLRQ�LV� WR� EH� WUDQVDFWHG��&RPSXOVRU\� HGXFDWLRQ�� RQ� WKH� RWKHU�KDQG�� UHIHUV�RQO\� WR� WKH�RXWSXW�L�H��WR�WKH�IDFW�WKDW�OHDUQLQJ�PXVW�WDNH�SODFH��JLYLQJ�OLWWOH�RU�QR�HPSKDVLV�WR�ZKHUH�LW�WDNHV�SODFH��DV�ORQJ�DV�LW�LV�DFWXDOO\�WDNL QJ�SODFH���
7KH� SUHVHQW� VWDWH� HGXFDWLRQ� DFWV� LQ� ,QGLD�� E\� DQG� ODUJH��PDNH� HGXFDWLRQ��UDWKHU� WKDQ� VFKRROLQJ�� FRPSXOVRU\��+RZHYHU�� WKH\�PDNH� LW� D� UHTXLUHPHQW� IRU� WKH�FKLOG� WR� DWWHQG� DQ� DSSURYHG� VFKRRO�� EXW�� DW� WKH� VDPH� WLPH�� VFKRROLQJ� FDQ� EH�H[HPSWHG� LI� WKH� FKLOG� LV� VKRZQ� WR� EH� DFTXLULQJ� WKH� UHTXLUHG� HGXFDWLRQ� WKURXJK�VRPH�RWKHU�PHDQV���,Q�PRVW�FRXQWULHV�LQ�(XURSH��ZLWK�WKH�H[FHSWLRQ�RI�*HUPDQ\��DQG�HYHQ�LQ�WKH�8.��ODZV�DOORZ�FKLOGUHQ�WR�EH�HGXFDWHG�DW�KRPH��3HWULH����������$�ODUJH�QXPEHU�RI�6WDWHV�LQ�WKH�86$ DOVR�HPSKDVLVH�HGXFDWLRQ��DQG�QRW�QHFHVVDULO\�VFKRROLQJ��EXW�RWKHUV�VWLOO�UHTXLUH�DWWHQGDQFH�DW�VFKRROV�
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(PSKDVLV�RQ�WKH�RXWSXW�RI�HGXFDWLRQ�DSSHDUV�WR�KDYH�GHILQLWH�DGYDQWDJHV�LQ�FRQWH[WV�ZKHUH�DOWHUQDWH�PRGHV�RI�LQVWUXFWLRQ�DUH�PRUH�DSSURSULDWH���,QFUHD VLQJO\��WHFKQRORJLFDO�DGYDQFHV�DUH�PDNLQJ� LW�SRVVLEOH�IRU� OHDUQLQJ� WR� WDNH�SODFH�WKURXJK�µGLVWDQFH¶� RU� µRSHQ¶� VFKRROLQJ� PRGHV�� $V� DOO� HGXFDWLRQLVWV� DUH� DZDUH�� DOWHUQDWH�PRGHV� RI� HGXFDWLRQ� KDYH� EHHQ� XVHG� ZLWK� DGYDQWDJH� LQ� WKH� FDVH� RI� µGLIILFXOW� WR�UHDFK�SRSXODWLRQV¶��DQG�JURXSV�ZLWK�D�GLIIHUHQW�FXOWXUH�RU�ZD\�RI�OLIH� � VXFK�DV��IRU�H[DPSOH�� SHULSDWHWLF� WHDFKHUV� IRU� QRPDGLF� SRSXODWLRQV�� SDUW �WLPH� RU� IOH[LEOH�FODVVHV�IRU�FKLOGUHQ�RI�FHUWDLQ�JURXSV�VXFK�DV�ILVKHUPHQ��EULGJH�FRXUVHV�IRU�GURS �RXW�FKLOGUHQ��GLVWDQFH�HGXFDWLRQ�WKURXJK�SRVW��UDGLR�DQG�WHOHYLVLRQ�IRU�UHPRWH�DUHDV�HWF�� �0DQ\� FKLOGUHQ� DUH� RXW� RI� VFKRRO� LQ� XUEDQ� DUHDV� ± HYHQ� WKRXJK� WKHUH� LV� QR�GHDUWK�RI�VFKRROLQJ�IDFLOLWLHV��$SSURSULDWH�PHWKRGRORJLHV�ZLOO�QHHG�WR�EH�HYROYHG�WR�DGGUHVV�WKH�QHHGV�RI�VOXP�FKLOGUHQ��VWUHHW�FKLOGUHQ�DQG�RWKHU�XUEDQ�RXW �RI�VFKRRO�FKLOGUHQ�
,Q�RSWLQJ�IRU�FRPSXOVRU\�HGXFDWLRQ�RYHU�VFKRROLQJ��WKH�HPSKDVLV�ZLOO�VKLIW�IURP�JHWWLQJ� WKH� FKLOGUHQ� LQWR� VFKRROV� WR� WKH� WDVN�RI�GHWHUPLQLQJ�ZKHWKHU� RU�QRW�WKH\� DUH� DFWXDOO\� OHDUQLQJ�� �:LWK� FKLOGUHQ¶V� OHDUQLQJ� EHLQJ� HYDOXDWHG� DW� GHILQLWH�VWDJHV��LW�PD\�EH�SRVVLEOH�WR�VKLIW�WKH�DFWLYLW\�LQ�VFKRROV�IURP�WKH�ULWXDO�DVSHFWV�RI�PDUNLQJ� WKH� DWWHQGDQFH� RI� WKH� WHDFKHUV� DQG� WKH� SXSLOV� WR� DFWXDO� WHDFKLQJ� DQG�OHDUQLQJ��
2Q�WKH�RWKHU�KDQG�� WKHUH� LV� WKH�HTXDOO\�REYLRXV�GDQJHU�RI�VXFK�SURYLVLRQV�EHLQJ�PLVXVHG�E\�VWDWH�DJHQFLHV�WR�DYRLG�LQFXUULQJ�WKH�FRVW�RI�SURYLGLQJ�VFKRROV��
,W�PD\� EH�ZRUWK� SRLQWLQJ� RXW� DW� WKLV� VWDJH� WKDW� LQ� WKH� ,QGLDQ� FRQWH[W� DQG�H[SHULHQFH�� LW� LV� FRPSXOVRU\� VFKRROLQJ� WKDW�PD\� EH� QHHGHG�� GHVSLWH� WKH� REYLRXV�DGYDQWDJHV� RI� FRPSXOVRU\� µHGXFDWLRQ¶�� 6RPH� RI� WKH� SUHVHQW� HGXFDWLRQDO�GLVDGYDQWDJHV�RI�PDQ\�DUHDV�VWHP�IURP�WKH�QRQ �SURYLVLRQ�RI�VFKRROLQJ�IDFLOLWLHV�LQ�WKH� SDVW� DQG� DOVR� WKH� QRQ�HQIRUFHPHQW� RI� DGHTXDWH� VWDQGDUGV� RI� WHDFKLQJ� DQG�OHDUQLQJ��$�WLJKWHU�ODZ�PD\�EH�QHHGHG�IRU�VRPH�WLPH�LQ�RUGHU�WR�HQVXUH�DW�OHDVW�WKH�
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SURYLVLRQ�RI�PLQLPXP�IDFLOLWLHV�DQG�VRPH�HIIRUWV�WR�HQVXUH�WKDW�FKLOGUHQ�DUH�IUHHG�IURP�RWKHU�ZRUN�LQ�RUGHU�WR�JHW�DQ�HGXFDWLRQ��
&RQVWLWXWLRQDO�3URYLVLRQV�IRU�3URWHFWLQJ�WKH�5LJKW�RI�WKH�&KLOG�

,Q� WKH� ,QGLDQ�&RQVWLWXWLRQ�� SULRU� WR� WKH� �� WK $PHQGPHQW� $FW�� ������ WKUHH�$UWLFOHV� LQ� WKH� &RQVWLWXWLRQ� KDG� WKH� FKLOG� DV� WKHLU� VSHFLILF� IRFXV�� � 7KHVH� ZHUH�$UWLFOHV��������DQG����GHDOLQJ�ZLWK�SURKLELWLRQ�RI�FKLOGUHQ�IURP�EHLQJ�HPSOR\HG�LQ�IDFWRULHV��PLQHV�RU�LQ�RWKHU�KD]DUGRXV�HPSOR\PHQW��GHYHORSPHQW�DQG�SURWHFWLRQ�RI�WKH�WHQGHU�DJH�RI�FKLOGUHQ��DQG�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�
$UWLFOH���1R� FKLOG� EHORZ� WKH� DJH� RI� ��� \HDUV� VKDOO� EH� HPSOR\HG� WR� ZRUN� LQ� DQ\�IDFWRU\�RU�PLQH�RU�HQJDJHG�LQ�KD]DUGRXV�HPSOR\PHQW
$UWLFOH���7KH� VWDWH� VKDOO� GLUHFW� LWV� SROLF\� WRZDUG� VHFXULQJ� WKDW� WKH� WHQGHU� DJH� RI�FKLOGUHQ� LV� QRW� DEXVHG� DQG� WKDW� FLWL]HQV� DUH� QRW� IRUFHG� E\� HFRQRPLF�QHFHVVLW\� WR� HQWHU� DYRFDWLRQ� XQVXLWHG� WR� WKHLU� DJH� RU� VWUHQJWK� DQG� WKDW�FKLOGUHQ� DUH� JLYHQ� RSSRUWXQLWLHV� DQG� IDFLOLWLHV� WR� GHYHORS� LQ� D� KHDOWK\�PDQQHU�DQG�LQ�FRQGLWLRQV�RI�IUHHGRP�DQG�GLJQLW\�DQG�WKDW�FKLOGKRRG�DQG�\RXWK�DUH�SURWHFWHG�DJDLQVW�H[SORLWDWLRQ�DQG�DJDLQVW�PRUDO�DQG�PDWHULDO�DEDQGRQPHQW��
$UWLFOH���7KH�VWDWH�VKDOO�HQGHDYRXU�WR�SURYLGH�ZLWKLQ�D�SHULRG�RI�WHQ�\HDUV�IURP�WKH�FRPPHQFHPHQW�RI� WKH�&RQVWLWXWLRQ�IRU�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�IRU�DOO�FKLOGUHQ�XQWLO�WKH\�FRPSOHWH�WKH�DJH�RI����\HDUV�
$SDUW�IURP�WKHVH�� WKH������MXGJPHQW�RI� WKH�6XSUHPH�&RXUW�LQ�WKH�FDVH�RI�-�3�� 8QQL� .ULVKQDQ� DQG� RWKHUV� YV�� VWDWH� RI� $QGKUD� 3UDGHVK� DQG� RWKHUV� �������,6&&�ZDV DOVR�FRQVLGHUHG�WR�KDYH�WKH�VWDWXV�RI�D�)XQGDPHQWDO�5LJKW���7KH�$SH[�&RXUW�KDG�GHFODUHG��³7KH�SDVVDJH�RI����\HDUV�� PRUH�WKDQ� IRXU� WLPHV�WKH�SHULRG�VWLSXODWHG�LQ�$UWLFOH����KDV�FRQYHUWHG�WKH�REOLJDWLRQ�FUHDWHG�E\�WKH�$UWLFOH�LQWR�DQ�HQIRUFHDEOH�ULJKW���$W�OHDVW�QRZ�WKH�VWDWH�PXVW�KRQRXU�WKH�FRPPDQG�RI�$UWLFOH����DQG�PDNH�LW�D�ULJKW�´
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$FFRUGLQJ� WR� WKLV� MXGJPHQW�� ³5LJKW� WR� (GXFDWLRQ� LV� LPSOLFLW� LQ� DQG� IORZV�IURP�ULJKW�WR�OLIH�JXDUDQWHHG�XQGHU�$UWLFOH���´�DQG ³(YHU\�FKLOG�RI�WKLV�FRXQWU\�KDV� D� ULJKW� WR� IUHH� HGXFDWLRQ� XQWLO� WKH� DJH� RI� ���� WKHUHDIWHU� KLV� ULJKWV� DUH�FLUFXPVFULEHG�E\�WKH�HFRQRPLF�FDSDFLW\�DQG�GHYHORSPHQW�RI�WKH�6WDWH�´
([LVWLQJ�/HJLVODWLRQ�IRU�&RPSXOVRU\�(GXFDWLRQ�

:KHWKHU�RU QRW��WKH�ULJKW�WR�HGXFDWLRQ�LV�D�IXQGDPHQWDO�ULJKW��ODZV�FDQ�EH��DQG�KDYH�EHHQ�PDGH� IRU�FRPSXOVRU\�HGXFDWLRQ� LQ�,QGLD�� �2QH�RI� WKH�PRVW� UHFHQW�DFWV��RQ�WKLV�VXEMHFW��LQ�,QGLD��ZDV�LQ�WKH�6WDWH�RI�6LNNLP�LQ�WKH�\HDU��������6RPH�VWDWHV� VXFK� DV�0DKDUDVKWUD� DQG�0DGK\D�3UDGHVK� DUH� SUHVHQWO\� LQ� WKH� SURFHVV� RI�DPHQGLQJ�WKHLU�H[LVWLQJ�DFWV�IRU�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�
7DEOH� �� EHORZ� SUHVHQWV� D� OLVW� RI� WKH� DFWV� FXUUHQWO\� LQ� IRUFH� IRU� PDNLQJ�HGXFDWLRQ� IUHH� DQG� FRPSXOVRU\� LQ� GLIIHUHQW� VWDWHV�87V� LQ� WKH� FRXQWU\� 0DQ\�SHRSOH� LQFOXGLQJ� HYHQ� HGXFDWLRQDO� DGPLQLVWUDWRUV� GLG� QRW� NQRZ� WKDW� ,QGLD� KDV� D�QXPEHU�RI�DFWV�IRU�FRPSXOVRU\�HGXFDWLRQ��$�VWXG\��FRQGXFWHG�LQ�������IRXQG�WKDW�RYHU����SHU�FHQW�RI�WKH�HGXFDWLRQDO�DGPLQLVWUDWRUV�VXUYH\HG�ZHUH�QRW�DZDUH�RI�WKH�H[LVWHQFH�RI�FRPSXOVRU\�HGXFDWLRQ�DFWV�LQ�WKHLU�VWDWHV��+RZHYHU��DZDUHQHVV�RI�WKH�VDPH�KDV�JURZQ�VLQFH�WKH�UHFHQW�FRQVWLWXWLRQDO�DPHQGPHQW�
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7DEOH�����&RPSXOVRU\�(GXFDWLRQ�$FWV�3UHVHQWO\�LQ�)RUFH�LQ�6WDWHV�87V�RI�,QGLD
6�1R� 6WDWH�87 1DPH�RI�WKH�$FW� $QGKUD�3UDGHVK $QGKUD�3UDGHVK�(GXFDWLRQ�$FW��������$FW�1R���RI�������� $VVDP 7KH�$VVDP�(OHPHQWDU\�(GXFDWLRQ��3URYLQFLDOLVDWLRQ��$FW��������$VVDP�$FW�1R����RI������� %LKDU %LKDU�3ULPDU\�(GXFDWLRQ��$PHQGPHQW��$FW��������%LKDU�DQG�2ULVVD�(GXFDWLRQ�$FW����RI������� DV�DPHQGHG�E\�%LKDU�$FW�,9�RI�������� *RD 7KH�*RD�&RPSXOVRU\�(OHPHQWDU\�(GXFDWLRQ�$FW��������*RD�$FW�1R����RI������� *XMDUDW *XMDUDW�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������*XMDUDW�$FW�1R��;/,�RI������� +DU\DQD 3XQMDE�3ULPDU\�(GXFDWLRQ�$FW������� +LPDFKDO�3UDGHVK 7KH�+LPDFKDO�3UDGHVK�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������$FW�1R���RI������� -DPPX�	�.DVKPLU 7KH�-DPPX�DQG�.DVKPLU�(GXFDWLRQ�$FW��������$FW�1R�;,�RI������� .DUQDWDND 7KH�.DUQDWDND�(GXFDWLRQ�$FW��������.DUQDWDND�$FW�1R����RI��������)LUVW�SXEOLVKHG�LQ�WKH�.DUQDWDND�*D]HWWH�([WUDRUGLQDU\�RQ�WKH��� WK GD\�RI�-DQXDU\�������

�� .HUDOD 7KH�.HUDOD�(GXFDWLRQ�$FW�������$FW�1R���RI��������$V�DPHQGHG�E\�$FWV����RI����������RI������DQG���RI��������� 0DGK\D�3UDGHVK 7KH�0DGK\D�3UDGHVK�3ULPDU\�(GXFDWLRQ�$FW�������0DGK\D�3UDGHVK�$FW�1R����RI�������� 0DKDUDVKWUD 7KH�%RPED\�3ULPDU\�(GXFDWLRQ�$FW�������%RPED\�$FW�1R��/;,�RI��������$V�PRGLILHG�XS�WR���WK $SULO�������� 3XQMDE 3XQMDE�3ULPDU\�(GXFDWLRQ�$FW�������1R������ 5DMDVWKDQ 7KH�5DMDVWKDQ�3ULPDU\�(GXFDWLRQ�$FW��������$FW�1R����RI�������� 6LNNLP 7KH�6LNNLP�3ULPDU\�(GXFDWLRQ�$FW��������$FW�1R�����RI������
�� 7DPLO�1DGX 7KH�7DPLO�1DGX�&RPSXOVRU\�(OHPHQWDU\�
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6�1R� 6WDWH�87 1DPH�RI�WKH�$FW(GXFDWLRQ�$FW�������$FW�1R����RI��������� 8WWDU�3UDGHVK 8QLWHG�3URYLQFHV�3ULPDU\�(GXFDW LRQ�$FW�������8�3��$FW�1R����RI������8QLWHG�3URYLQFHV��'LVW��%RDUGV�3ULPDU\�(GXFDWLRQ�$FW�������8�3��$FW�1R����RI������$GDSWHG�DQG�PRGLILHG�E\�WKH�$GDSWDWLRQ�RI�/DZV�2UGHU�������� :HVW�%HQJDO :HVW�%HQJDO�3ULPDU\�(GXFDWLRQ�$FW��������:HVW�%HQJDO�1R����RI�������� 'HOKL 7KH�'HOKL�3ULPDU\�(GXFDWLRQ�$FW�������$FW�1R����RI�����
&RQVLGHULQJ� WKDW� FRPSXOVRU\� $FWV� DOUHDG\� H[LVW� WR� FRYHU� PRVW� SDUWV� RI�,QGLD��RQH�PD\�ZRQGHU��ZK\�D�QHZ�OHJLVODWLRQ�LV�QHHGHG��6HFWLRQ�,9�RI�WKLV�SDSHU�VKDOO�DGGUHVV�WKLV�TXHVWLRQ���6HFRQGO\��GRHV�LW�PHDQ�WKDW�HGXFDWLRQ�LV�FRPSXOVRU\�LQ�WKH�VWDWHV�ZKHUH�WKHVH�$FWV�DUH�SUHVHQWO\�LQ�IRUFH"�7KLV�DVVXPSWLRQ�LV��KRZHYHU��QRW�VWULFWO\�FRUUHFW��DV�VKDOO�EH�VHHQ�EHORZ���

,V�(GXFDWLRQ�&RPSXOVRU\�LQ�6WDWHV�:KHUH�&RPSXOVRU\�(GXFDWLRQ�$FWV�+DYH�%HHQ�3DVVHG"
$OWKRXJK�PDQ\�RI�WKH�VWDWHV�LQ�,QGLD�KDYH�SDVVHG�OHJLVODWLRQ�³WR�SURYLGH�IRU�IUHH� DQG� FRPSXOVRU\� SULPDU\� HGXFDWLRQ´�� SRSXODUO\� UHIHUUHG� WR� DV� µ&RPSXOVRU\�(GXFDWLRQ�$FWV¶��WKH�IDFW�UHPDLQV�WKDW�WKH\�GR�QRW��E\�WKHPVHOYHV��PDNH�HGXFDWLRQ�µFRPSXOVRU\¶�� EXW� RQO\� µHQDEOH¶� WKH� µORFDO� DXWKRULWLHV¶� WR� FKRRVH� WR� GR� VR�� � 7KH�SUHVHQW� &RPSXOVRU\� (GXFDWLRQ� $FWV� DUH�� WKHUHIRUH��PHUH� µHQDEOLQJ� OHJLVODWLRQV¶���)RU�WKH�UHDVRQ�WKDW�WKHVH�DFWV�FDQ�DSSO\�RQO\�WR�D�µORFDO�DUHD¶��IRU�ZKLFK�D�VFKHPH�PXVW�EH�SUHSDUHG�DQG�SDVVHG��WKHVH�DFWV�FDQQRW�FRYHU�WKH�ZKROH�6WDWH��7KHUHIRUH��LW�ZRXOG�QRW�EH�FRUUHFW�WR�VD\�WKDW�HGXFDWLRQ�LV�DFWXDOO\�FRPSXOVRU\�LQ�VWDWHV�KDYLQJ�FRPSXOVRU\�HGXFDWLRQ�DFWV��
7R�HQDEOH�HGXFDWLRQ�WR�EH�PDGH�FRPSXOVRU\��XQGHU�WKHVH�DFWV��D�QXPEHU�RI�IXUWKHU�DFWLRQV�DUH�LQYROYHG�VXFK�DV���L��3UHSDUDWLRQ�RI�D�VFKHPH��E\�WKH�VSHFLILHG�
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DXWKRULW\� WR� PDNH� HGXFDWLRQ� FRPSXOVRU\� LQ� DQ� DUHD�� �LL�� 2EWDLQLQJ�*RYHUQPHQW�DSSURYDO�IRU� WKH�VFKHPH��DQG��LLL��1RWLILFDWLRQ�RI�D�VFKHPH�RI�FRPSXOVLRQ�ZLWKLQ�WKH�VSHFLILHG�DUHD�
2QFH�D�VFKHPH�LV�SDVVHG��RIILFHUV�ZRXOG�IXUWKHU���L��3UHSDUH�OLVWV�RI�FKLOGUHQ�ZKR�VKRXOG�EH�JRLQJ�WR�VFKRRO�DQG�VHQG�QRWLFHV�WR�WKHLU�SDUHQWV��DQG��LL��$VFHUWDLQ�DWWHQGDQFH�VWDWXV�RI�HDFK�FKLOG��DQG�� LI�QHFHVVDU\��XVH�FRHUFLYH�PHDVXUHV�WR�EULQJ�QRQ�DWWHQGLQJ�FKLOGUHQ�WR�VFKRRO�
7KH�ELJ�TXHVWLRQ�WKDW�PLJKW�ZRUU\�PDQ\�SHRSOH�LV�ZKHWKHU�SDUHQWV�ZLOO�JR�WR�MDLO�LI�HGXFDWLRQ�LV�PDGH�FRPSXOVRU\" 7KH�DQVZHU�LV�VLPSO\�µ1R¶���1RQH�RI�WKH�SUHVHQW�µFRPSXOVRU\�HGXFDWLRQ�DFWV¶�KDYH�DQ\�SURYLVLRQ�IRU�VHQGLQJ�SDUHQ WV�WR�MDLO�IRU�IDLOLQJ�WR�VHQG�WKHLU�FKLOGUHQ�WR�VFKRRO��,Q�IDFW��DV�VKRZQ�LQ�6HFWLRQ�,,��YDULRXV�RIILFLDO�GRFXPHQWV�WHVWLI\�WKDW�FRPSXOVRU\�HGXFDWLRQ�$FWV�ZHUH�EHLQJ�HQIRUFHG�LQ�LQGHSHQGHQW� ,QGLD��1RQH� RI� XV��ZKR�ZHUH� DURXQG� DW� WKDW� WLPH�� KDV�KHDUG�RI� DQ\SDUHQW�KDYLQJ�JRQH�WR�MDLO�IRU�IDLOLQJ�WR�HGXFDWH�WKHLU�FKLOGUHQ��
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6HFWLRQ�,,
3DFH�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD������������

$W� WKLV� VWDJH�� PDQ\� PD\� ZDQW� WR� NQRZ� ZKDW� KDSSHQHG� WR� WKH� SUHYLRXV�OHJLVODWLRQV� IRU� FRPSXOVRU\� HGXFDWLRQ�� ,W� LV� D� PDWWHU� RI� FRQFHUQ� WKDW� IXWXUH�OHJLVODWLRQ� ZRXOG� QRW�PHHW� WKH� VDPH� IDWH� DV� WKH� HDUOLHU� RQHV�� � 6WDUWLQJ�ZLWK� WKH�VWRU\�RI�KRZ�FRPSXOVRU\�HGXFDWLRQ�ILUVW�FDPH�RQ�WR�WKH�VWDWXWH�ERRNV�LQ�,QGLD�DQG�WKHQ� QDUUDWLQJ� KRZ� DQG� ZK\� WKHVH� DFWV� ZHUH� WKHQ�� DV� D� GHOLEHUDWH� SROLF \��µIRUJRWWHQ¶��WKLV�VHFWLRQ�OLVWV�WKH�FRPSXOVRU\�HGXFDWLRQ�DFWV�WKDW�KDYH�EHHQ�SDVVHG�LQ�,QGLD��RYHU�D�SHULRG�RI�WLPH��LQ�DQ�DWWHPSW�WR�KLJKOLJKW�WKH�PHVVDJH��WKDW�XQOHVV�D�KLJK� SULRULW\� LV� DFFRUGHG� WR� HGXFDWLRQ� RI� WKH� PDVVHV� HVSHFLDOO\� LQ� EXGJHWDU\�DOORFDWLRQV��WKH�QHZ�OHJLVODWLRQ�FRXOG�PHHW�WKH�VDPH�IDWH�DV�WKH�DFWV�LQ�IRUFH���
$WWHPSWV� WR�PDNH� WKH� ULJKW� WR� IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�DYDLODEOH� WR�WKH� ,QGLDQ�FKLOG�EHJDQ�D�OLWWOH�PRUH� WKDQ�D�FHQWXU\�DJR�� � �0DQ\�FKDQJHV�WKDW�KDG�WDNHQ�SODFH�LQ� WKH���WK FHQWXU\�(XURSH��KDG�WKHLU� LPSDFW�RQ�,QGLDQ�FRQWHPSRUDU\�OLIH�DQG�SHUFHSWLRQV���7KLV�ZDV�WKH�SHULRG�RI�HPHUJHQFH�RI�WKH�PLGGOH�FODVV��RI�WKH�UDWLRQDOLVWLF�DQG�LQGLYLGXDOLVWLF�SKLORVRSKLHV�DQG�RI�WKH�µQDWLRQ�VWDWH¶���:LWK�WKHVH�QHZ�LGHDV�HPHUJHG�QHZ�FRQFHSWV UHJDUGLQJ�HGXFDWLRQ�DV�D�ULJKW�RI�DOO�WKH�FLWL]HQV�DQG� DV� D� GXW\� RI� WKH� VWDWH�� � ,Q� WKH� ODWWHU� KDOI� RI� WKH� �� WK FHQWXU\�� WKH� HGXFDWHG�,QGLDQV�LQ�WKHLU�WUDYHO�DEURDG��QRWLFHG�WKHVH�FKDQJHV�RQ�WKH�&RQWLQHQW�DV�ZHOO�DV�LQ�*UHDW� %ULWDLQ�� � 7KH\� QRWLFHG�� LQ� SDUW LFXODU�� WKH� GLIIHUHQFH� LQ� WKH� HQWLWOHPHQW� RI�FLWL]HQV�LQ�(QJODQG�DQG�LQ�%ULWLVK�,QGLD�
:KHQ� LQ� ������ (QJODQG� SDVVHG� OHJLVODWLRQ� WR� PDNH� HGXFDWLRQ� IUHH� DQG�FRPSXOVRU\�� D� GHPDQG� ZDV� UDLVHG�� LQ� ,QGLD�� WR� SURYLGH� VLPLODU� IDFLOLWLHV� LQ� LWV�FRORQLHV�� � $� QXPEHU� RI� HGXFDWHG� ,QGLDQV� GHSRVHG� EHIRUH� WKH� ,QGLDQ� (GXFDWLRQ�&RPPLVVLRQ� LQ� ����� DQG� DVNHG� IRU� ODZV� WR� EH� PDGH� WR� PDNH� HGXFDWLRQ�FRPSXOVRU\�DQG�WR�ZHDQ�FKLOGUHQ�DZD\�IURP�ODERXU�LQ�IDFWRULHV�DQG�RWKHU�NLQGV�RI�
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XQVXLWDEOH�ZRUN� �'HVDL�� ������� )URP� WKLV� SRLQW� RQZDUG V� EHJDQ� WKH� VWUXJJOH� IRU�PDNLQJ�DYDLODEOH�WKLV�VDPH�ULJKW�WR�HYHU\�FKLOG�LQ�,QGLD�
7R�VKRZ�WR�WKH�%ULWLVK�WKDW�VXFK�LGHDV�ZHUH�QRW�WRR�µ8WRSLDQ¶�LQ�WKH�,QGLDQ�FRQWH[W�� D� QXPEHU� RI� SULQFHO\� VWDWHV� VXFK� DV� %DURGD�� 7UDYDQFRUH��0DQLSXU� HWF��LQWURGXFHG� OHJLVODWLRQ� LQ� WKHLU� VWDWHV� WR� PDNH� HGXFDWLRQ� FRPSXOVRU\� �6DL\LGDLQ���������
,QVWHDG�RI�JRLQJ�LQWR�WKH�GHWDLOV�RI�WKLV�SROLWLFDO�EDWWOH��D�EULHI�RYHUYLHZ�RI�WKH�PDMRU�KLVWRULFDO�HYHQWV��LQ�FKURQRORJLFDO�RUGHU��LV�SUHVHQWHG�EHORZ��

������ �� &RPSXOVRU\�(GXFDWLRQ�$FWV�SDVVHG�LQ�%ULWDLQ�� 'HPDQG�IRU�VLPLODU�WUHDWPHQW�IRU�,QGLDQV��
���� ,QGLDQ�(GXFDWLRQ�&RPPLVVLRQ�± ,QGLDQ�OHDGHUV�GHPDQG�SURYLVLRQ�IRU�PDVV�HGXFDWLRQ�DQG�&RPSXOVRU\�(GXFDWLRQ�$FWV�
���� 0DKDUDMD�RI�%DURGD�LQWURGXFHV�&RPSXOVRU\�(GXFDWLRQ�IRU�ER\V�L Q�$PUHOL�7DOXN�
���� 0DKDUDMD�RI�%DURGD�H[WHQGV�&RPSXOVRU\�(GXFDWLRQ�WR�UHVW�RI�WKH�VWDWH�
���� *RSDO�.ULVKQD�*RNKDOH�PDNHV�D�SOHD�WR�LPSHULDO�OHJLVODWLYH�&RXQFLO�IRU�LQWURGXFWLRQ�RI�IUHH�DQG�&RPSXOVRU\�(GXFDWLRQ
���� *RNKDOH�SURSRVHV 3ULYDWH�PHPEHUV�%LOO��5HMHFWHG�
���� 6K��9LWKDOEKDL�3DWHO�VXFFHHGV�LQ�JHWWLQJ�%LOO�SDVVHG
���� )LUVW�/DZ�RQ�&RPSXOVRU\�(GXFDWLRQ�SDVVHG��3RSXODUO\�.QRZQ�DV�3DWHO�$FW�
������� (YHU\�3URYLQFH�LQ�%ULWLVK�,QGLD�JHWV�&RPSXOVRU\�(GXFDWLRQ�$FW�RQ�LWV 6WDWXWH�%RRN
���� +DUWRJ�&RPPLWWHH�5HFRPPHQGDWLRQ�IRU�EHWWHU�TXDOLW\��QRW�TXDQWLW\��KLQGHUV�VSUHDG�DQG�GHYHORSPHQW�RI�SULPDU\�HGXFDWLRQ
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������� 3RVW�:DU�3ODQ�IRU�(GXFDWLRQDO�'HYHORSPHQW�LQ�,QGLD���6DUJHQW�3ODQ��SURSRVHV�VFKHPH�IRU�,QGLD�WR�DFKLHYH�XQLYHUVDO�HOHPHQWDU\�HGXFDWLRQ�LQ�E\����������\HDUV�
���� :D\V� DQG� 0HDQV� �.KHU�� &RPPLWWHH� VHW� XS� WR� H[SORUH� ZD\V� DQG�PHDQV�RI�DFKLHYLQJ�8((�ZLWKLQ�WHQ�\HDUV�DW�OHVVHU�FRVW��
�������� &RQVWLWXHQW�$VVHPEO\�6XE�FRPPLWWHH�RQ�)XQGDPHQWDO�5LJKWV�SODFHV�IUHH DQG�FRPSXOVRU\�HGXFDWLRQ�RQ�OLVW�RI�)XQGDPHQWDO�5LJKWV ���³&ODXVH���� (YHU\�FLWL]HQ�LV�HQWLWOHG�DV�RI�ULJKW�WR�IUHH�SULPDU\�HGXFDWLRQ�DQG�LW�VKDOO�EH�WKH�GXW\�RI�WKH�6WDWH�WR�SURYLGH�ZLWKLQ�D�SHULRG�RI�WHQ�\HDUV�IURP� WKH� FRPPHQFHPHQW� RI� WKLV� &RQVWLWXWLRQ� IRU� IUHH� DQG� FRPSXOVRU\�HGXFDWLRQ�IRU�DOO�FKLOGUHQ�XQWLO�WKH\�FRPSOHWH�WKH�DJH�RI�IRXUWHHQ�\HDUV�´
������$SU�� $GYLVRU\� &RPPLWWHH� RI� WKH� &RQVWLWXHQW� $VVHPEO\� UHMHFWV� IUHH� DQG�FRPSXOVRU\�HGXFDWLRQ�DV�D�IXQGDPHQWDO�ULJKW��6HQGV�FODXVH�WR�OLVW�RI�³QRQ�MXVWLFLDEOH� IXQGDPHQWDO� ULJKWV´� �ODWHU� WHUPHG� DV� µ'LUHFWLYH�3ULQFLSOHV�RI�6WDWH�3ROLF\���
������1RY�� 'HEDWH�LQ�&RQVWLWXHQW�$VVHPEO\�UHPRYHV�WKH�ILUVW�OLQH�RI�WKLV�FODXVH��QRZ� $UWLFOH� ���� L�H� ³(YHU\� FLWL]HQ� LV� HQWLWOHG� DV� RI� ULJKW� WR� IUHH�SULPDU\� HGXFDWLRQ� DQG� LW� VKDOO� EH� WKH� GXW\� RI� WKH� 6WDWH� WR��´� DQG�UHSODFHV� LW� ZLWK ³7KH� 6WDWH� VKDOO� HQGHDYRXU� WR��´ DQG� 'U�� %�5��$PEHGNDU��FODULILHV WKDW�WKH�REMHFWLYH�RI�DUWLFOH����LV�QRW�UHVWULFWHG�WR�IUHH�SULPDU\ HGXFDWLRQ���³7KH�FODXVH�DV�LW�VWDQGV�DIWHU�WKH�DPHQGPHQW�LV�WKDW�HYHU\�FKLOG�VKDOO�EH�NHSW� LQ�DQ�HGXFDWLRQDO�LQVWLWXWLRQ�XQGHU�WUDLQLQJ�XQWLO� WKH� FKLOG� LV� RI� ��� \HDUV´�««³D� SURYLVLRQ LV�PDGH� LQ�DUWLFOH���� WR�IRUELG� DQ\� FKLOG� EHLQJ� HPSOR\HG� EHORZ� WKH� DJH� RI� ����2EYLRXVO\�� LI� WKH�FKLOG� LV� QRW� WR� EH� HPSOR\HG�EHORZ� WKH� DJH� RI� ���� WKH� FKLOG�PXVW� EH� NHSW�RFFXSLHG�LQ�VRPH�HGXFDWLRQDO� LQVWLWXWLRQ��7KDW� LV� WKH�REMHFW�RI�DUWLFOH�����DQG�WKDW�LV�ZK\�,�VD\�WKH�ZRUG��SULPDU\��LV�TXLWH�LQDSSURSULDWH�´�
����� $UWLFOH� ��� RI� WKH� 'LUHFWLYH� 3ULQFLSOHV� RI� 6WDWH� 3ROLF\� RI� WKH�QHZO\�DGRSWHG�&RQVWLWXWLRQ�RI�,QGLD���SURYLGHV�WKDW��³7KH�6WDWH�VKDOO�HQGHDYRXU�WR�SURYLGH��ZLWKLQ�D�SHULRG�RI�WHQ�\HDUV�IURP� WKH� FRPPHQFHPHQW� RI� WKLV� &RQVWLWXWLRQ�� IRU� IUHH� DQG�FRPSXOVRU\�HGXFDWLRQ� IRU�DOO�FKLOGUHQ�XQWLO� WKH\�FRPSOHWH�WKH�DJH�RI�IRXUWHHQ�\HDUV´�
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/HJLVODWLRQV�IRU�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD�,Q�WKH�VSDFH�RI�WKH�ODVW�FHQWXU\��D�QXPEHU�RI�DFWV�KDYH�EHHQ�SDVVHG�LQ�,QGLD�WR�HQDEOH�HGXFDWLRQ�WR�EH�PDGH�IUHH�DQG�FRPSXOVRU\��7KH�OLVW�RI�VXFK�OHJLVODWLRQV�SDVVHG�LQ�,QGLD��ERWK�EHIRUH�DQG�DIWHU�LQGHSHQG HQFH��LV�SURGXFHG�EHORZ��7KLV�OLVW��KRSHIXOO\�FRPSOHWH��GRHV�QRW��KRZHYHU��LQFOXGH�DOO�WKH�FXUUHQW�DFWV�LQ�IRUFH��7KH�OLVW� RI� µ$FWV� LQ� )RUFH¶� ZDV� SUHVHQWHG� LQ� 7DEOH� �� HDUOLHU�� 7KLV� ORQJ� OLVW� RI� DFWV�VKRXOG�� DW� WKH� YHU\� OHDVW�� VHUYH� WR� HPSKDVL]H� WKH� SRLQW�� WKDW� LI� OHJLVODWLRQ� DORQH�FRXOG�KDYH� DFKLHYHG�XQLYHUVDOLVDWLRQ�RI� HOHPHQWDU\� HGXFDWLRQ�� ,QGLD�ZRXOG�KDYH�DFKLHYHG�8((�E\�QRZ�� �'HVSLWH� WKLV� LPSUHVVLYH� DUPRU\�RI� OHJLVODWLRQ�� ,QGLD�KDV�WKH� ODUJHVW� QXPEHU� RI� LOOLWHUDWHV� LQ� WKH� ZRUOG� DV� ZHOO� DV� WKH� ODUJHVW� QX PEHU� RI�ZRUNLQJ�FKLOGUHQ��:KDW�LV�LPSRUWDQW�LV�KRZ�WKLV�DUPRU\�ZDV�XVHG���RU�QRW�XVHG���WR�ILJKW�LOOLWHUDF\��
/LVW�RI�&RPSXOVRU\�(GXFDWLRQ�$FWV�

3UH�,QGHSHQGHQFH�
�� 7KH�%RPED\�3ULPDU\�(GXFDWLRQ��'LVWULFW�0XQLFLSDOLWLHV��$FW�������� 7KH�%HQJDO�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�%LKDU�DQG�2ULVVD�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�3XQMDE�FRPSXOVRU\�(GXFDWLRQ�$FW�������� 7KH�8QLWHG�3URYLQFHV�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�%RPED\�&LW\�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�&HQWUDO�3URYLQFHV�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�0DGUDV�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�3DWLDOD�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�%LNDQHU�6WDWH�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�0DGUDV�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�%RPED\�&LW\�3ULPDU\�(GXFDWLRQ��'LVWULFW�%RDUGV��$FW��������� 7KH�%RPED\�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�$VVDP�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�8�3���'LVWULFW�%RDUGV��3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�%HQJDO��5XUDO��3ULPDU\�(GXFDWLRQ�$FW��������� 7KH��-DPPX�	�.DVKPLU��&RPSXOVRU\�(GXFDWLRQ�$FW��������� 7KH�%RPED\�3ULPDU\�(GXFDWLRQ���$PHQGPHQW��$FW����� �
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��� 7KH�3XQMDE�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�0\VRUH�(OHPHQWDU\�(GXFDWLRQ�$FW��������� 7KH�7UDYDQFRUH�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�%RPED\�3ULPDU\�(GXFDWLRQ�$FW�������
3RVW�,QGHSHQGHQFH

�� 7KH�$VVDP�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�%RPED\�3ULPDU\�(GXFDWLRQ�$FW �������� 7KH�&RFKLQ�)UHH�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�0DGK\D�3UDGHVK�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�$MPHU�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�0DGUDV�(OHPHQWDU\�(GXFDWLRQ�$FW�������� 7KH�+\GHUDEDG�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�9LQGK\D�3UDGHVK�3ULPDU\�(GXFDWLRQ�$FW�������� 7KH�+LPDFKDO�3UDGHVK�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�$VVDP�%DVLF�(GXFDWLRQ�$FW����������� 7KH�3(368�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW����������� 7KH�%KRSDO�6WDWH�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�0DGK\D�3UDGHVK�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�6DXUDVKWUD�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�.HUDOD�(GXFDWLRQ�$FW��������� 7KH�'HOKL�3ULPDU\�(GXFDWLRQ�$FW���������� 7KH�$QGKUD�3UDGHVK�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH� $QGDPDQ� DQG� 1LFREDU� ,VODQGV� �3ULPDU\� (GXFDWLRQ�� 5H JXODWLRQ��������� 7KH�0\VRUH�&RPSXOVRU\�3ULPDU\�(GXFDWLRQ�$FW��������� 7KH�$VVDP�(OHPHQWDU\�(GXFDWLRQ�$FW������
$V�RQH�FDQ�VHH��WKHUH�KDV�EHHQ�QR�GHDUWK�RI�OHJLVODWLRQV�WR�PDNH�HGXFDWLRQ�IUHH�DQG�FRPSXOVRU\�RYHU�WKH�\HDUV��$IWHU�WKH�UH �RUJDQL]DWLRQ�RI�WKH�6WDWHV��PDQ\�QHZ�DFWV�IRU�FRPSXOVRU\�HGXFDWLRQ��PRGHOOHG�RQ�WKH�'HOKL�3ULPDU\�(GXFDWLRQ�$FW�������� ZHUH� DOVR� DGMXVWHG� DQG� QRWLILHG� E\� D� QXPEHU�RI� 6WDWHV�� 5HFRUGV� DQG� GDWD�DYDLODEOH� ULJKW� XQWLO� �������� UHSRUW� WKDW� FRHUFLYH� PHDVXUHV� ZHUH� WDNHQ� IRU�HQIRUFHPHQW�RI� FRPSXOVLRQ��$�VDPSOH�RI� WKH�NLQG�RI� LQIRUPDWLRQ� DYDLODEOH� IURP�WKH�GDWD�DUH�UHSURGXFHG�LQ�7DEOHV�� ����



1,(3$�2FFDVLRQDO�3DSHU�� �

��

7DEOH����'DWD�RQ�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD�VLQFH�,QGHSHQGHQFH�± 1XPEHU�RI�1RWLFHV�,VVXHG��$OO�,QGLD
<HDUV 8UEDQ 5XUDO 7RWDO������� ������ ������ ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� 1�$� 1�$ ��������������� ������ ������ ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� 1�$� 1�$ ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� 1�$� 1�$� ��������������� ������ ������ ��������������� 1�$� 1�$� 1�$�������� ������ ������ ���������������� ������ ������ ��������������� ������ ������ ��������������� ������ ������ ��������������� ������ ������ ��������������� ������ ������ ��������&RPSLOHG�IURP�(GXFDWLRQ�LQ�,QGLD������ �������������0LQLVWU\RI�(GXFDWLRQ� *RYW��RI�,QGLD�6RXUFH��-XQHMD�������
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7DEOH����'DWD�RQ�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD�VLQFH�,QGHSHQGHQFH�± 1XPEHU�RI�3URVHFXWLRQV�±)LQHV�5HDOLVHG��5V����$OO�,QGLD
<HDUV� 8UEDQ 5XUDO 7RWDO��5V��������� ���� ������� �������������� 1�$��� � 1�$� �������������� 1�$��� � 1�$��� � �������������� 1�$��� � 1�$� �������������� 1�$� 1�$� �������������� �������� ����� �������������� 1�$� 1�$� �������������� 1�$� 1�$� �������������� 1�$� 1�$� �������������� 1�$� 1�$� �������������� 1�$� 1�$� �������������� 1�$� 1�$� �������������� 1�$� 1�$� �������������� 1�$� 1�$� ������������� ���� ���� �������������� ���� ���� ������������� ���� ���� ������������� ���� ���� ������������� ��� ���� ������������� ���� ���� ������������� ��� ���� ������������� ��� ���� ������

&RPSLOHG�IURP�(GXFDWLRQ�LQ�,QGLD������ ����� ���������0LQLVWU\�RI�(GXFDWLRQ��*RYW��RI�,QGLD�6RXUFH��-XQHMD�������
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7DEOH�����'DWD�RQ�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ LQ�,QGLD�VLQFH�,QGHSHQGHQFH�± &RPSXOVRU\�(GXFDWLRQ�LQ�8WWDU�3UDGHVK��&RHUFLYH�0HDVXUHV�7DNHQ
1XPEHU�RI�3URVHFXWLRQV1R��RI�1RWLFHV�,VVXHG 1R��RI�$WWHQGDQFH�2UGHUV�3DVVHG

)RU�1RQ�(QUROPHQW )RU�1RQ�$WWHQGDQFH )LQHV�5HDOLVHG
1R��RI�$WWHQGDQFH�2IILFHUV

<HDUV �� �� �� �� �� ����������� ����� ����� ����� ����� ����� ������������ ������ ����� ���� ���� ����� ���������� ������ ����� ����� ����� ����� ������������ ������ ����� ���� ����� ����� ���������� ������ ����� ���� ����� ����� ������������ ������ ����� ���� ����� ����� ������������ ������ ����� ���� ���� ����� ������������ ������ ����� ���� ����� ����� ������������ ������ ����� ���� ���� ����� ������������ ������ ����� ���� ����� ���� ������������ ������ ����� ���� ���� ���� ������������ ������ ����� ���� ����� ����� ���������� 1$ 1$ 1$ 1$ 1$ 1$������� ������ ����� ���� ����� ���� ���������� 'DWD�QRW�UHSRUWHG�VWDWH�ZLVH�LQ�WKLV�\HDU������� ������ 1$ ���� ���� ���� ���������� ������ ����� ���� ���� ���� ���������� ������ ����� ���� ���� ����� ���������� ������ ����� ���� ���� ���� ���������� ������ ����� ���� ���� ���� ���������� ������ ����� ���� ���� ���� ���������� ����� ����� ���� ���� ���� ���1$��1RW�DYDLODEOH�&RPSLOHG�IURP�(GXFDWLRQ�LQ�,QGLD��*RYHUQPHQW�RI�,QGLD��������� ���������0LQLVWU\�RI�(GXFDWLRQ��*RYHUQPHQW�RI�,QGLD6RXUFH��-XQHMD�������
1RW�PXFK�LQIRUPDWLRQ�FDQ�EH�IRXQG��KRZHYHU��WR�GHVFULEH�WKH�ZD\�LQ�ZKLFK�FRPSXOVLRQ�ZDV�HQIRUFHG��(YHQ�VR�� VRPH�LGHD�RI�WKH�VDPH�FDQ�EH�JOHDQHG�IURP�WKH�6DUJHQW�5HSRUW�RI�������ZKLFK�FDQGLGO\�VWDWHG�WKDW�³,W� FDQQRW� EH� VDLG� WKDW� LQ� DQ\� RI� WKHVH� DUHDV�� HYHQ� LQ� WKH� 3XQMDE��FRPSXOVLRQ� LV� UHDOO\� HIIHFWLYH�� � ,W� FDQ� KDUGO\� EH� VR� ZKHUH� WKHUH� LV� QR�RUJDQL]HG�V\VWHP�RI�WUDLQHG�DWWHQGDQFH�RIILFHUV�WR�VHH�WKDW�FKLOGUHQ�DWWHQG�VFKRRO�DQG�WKH�FRXUWV�DUH�GLVLQFOLQHG�WR�HQIRUFH�WKH�ODZ´���
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7KH�HQIRUFHPHQW�RI�WKHVH�$FWV�QHFHVVLWDWHG�WKH�SURYLVLRQ�RI�PDQ\�IDFLOLWLHV�WR�HQDEOH�FKLOGUHQ�WR�DWWHQG�VFKRRO��8QGHU�PDQ\�RI�WKH�DFWV��D QG�HVSHFLDOO\�RI�WKH�����V��JRYHUQPHQW�ZDV�HYHQ�REOLJHG�WR�SURYLGH�DOWHUQDWH�IRUPV�RI�VFKRROLQJ�IRU�WKRVH� FKLOGUHQ�ZKR� FRXOG� QRW� DWWHQG� UHJXODU� IXOO �WLPH� IRUPDO� VFKRROV�� � %XW� LQ� D�VLWXDWLRQ� LQ� ZKLFK� VXIILFLHQW� PRQH\� ZDV� QHYHU� PDGH� DYDLODEOH� WR� SURYLGH� WR�HQRXJK�VFKRROV��QRU�WR�SURYLGH�WKH�HQDEOLQJ�FRQGLWLRQV�IRU�FKLOGUHQ�WR�PDNH�LW�WR�VFKRRO�� WKHUH� VHHPHG� OLWWOH� SRLQW� LQ� SURVHFXWLQJ� WKRVH�ZKR� FRXOG� QRW� VHQG� WKHLU�ZDUGV� WR� VFKRRO��$OVR�� LW� ZDV� JHQHUDOO\�SHUFHLYHG� WKDW� SDUHQWV� FRXOG� QRW� �UDWKHU�WKDQ�GLG�QRW��VHQG�WKHLU�FKLOGUHQ�WR�VFKRRO���
)URP� DURXQG��������� RQZDUGV� WKH� HQIRUFHPHQW� RI� FRPSXOVRU\�HGXFDWLRQ�ZDV� GHOLEHUDWHO\� GLVFRXUDJHG�� -XQHMD� ������� WUDFHV� WKH� SURFHVV� E\� ZKLFK�FRPSXOVLRQ�ZDV�GLVFRQWLQXHG���:KDW�LV�LPSRUWDQW�IRU�RXU�LPPHGLDWH�SXUSRVH�LV�WR�WU\ DQG� XQGHUVWDQG� ZK\� GHVSLWH� WKH� &RQVWLWXWLRQDO� GLUHFWLYH� LQ� IDYRXU� RI�FRPSXOVRU\� HGXFDWLRQ�� LW� ZDV�� E\� D� SROLF\� GHFLVLRQ�� DFWLYHO\� GLVFRXUDJHG�� 7KH�JURXQGV� IRU� WKH� GLVFRQWLQXDQFH� RI� FRPSXOVRU\� HGXFDWLRQ�� LQ� WKH� VL[WLHV�� KROG� D�OHVVRQ� IRU� DQ\� IXWXUH� $FWV� WKDW� PD\� EH� IUDPHG� WR� GHOLYHU� IUHH� DQG� FRPSXOVRU\�HGXFDWLRQ�WR�,QGLDQ�FKLOGUHQ��

)URP�&RPSXOVLRQ�WR�3HUVXDVLRQ���$�3ROLF\�6KLIW
$OWKRXJK� PDQ\� DFWV� IRU� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ� ZHUH� LQWURGXFHG�ZLWK� JUHDW� HQWKXVLDVP� LQ� ,QGLD�� ERWK� EHIRUH� DQG� DIWHU� LQGHSH QGHQFH�� WKLV�HQWKXVLDVP�IRU� HGXFDWLRQ�RI� WKH�PDVVHV�ZDV�QRW�VKDUHG�E\�DOO�� �:KHQ� LW�FDPH�WR�DOORFDWLRQ� RI� IXQGV�� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ� IRU� WKH� PDVVHV� ZDV� QHYHU�FRQVLGHUHG�WR�EH�RI�KLJKHU�SULRULW\�WKDQ�VRPH�RWKHU�H[SHQGLWXUHV�IRU�ZKLFK�PRQH\�ZDV� IRXQG� �'HVDL�� ������ 1DLN�� ������� � 8QIRUWXQDWHO\�� WKHUH� ZDV� OLWWOH� SURWHVW�DJDLQVW�WKLV�QRQ�SURYLVLRQ�RI�IDFLOLWLHV�IRU�HGXFDWLRQ�RI�WKH�PDVVHV���
(YHQ�LQ�WKH����\HDU�SHULRG��³DIWHU�WKH�FRPPHQFHPHQW�RI�WKH�&RQVWLWXWLRQ´��ZKHQ�HYLGHQFH�RI�JUHDW�µHQGHDYRXU¶�PD\� KDYH�EHHQ�H[SHFWHG��WKH�SLFWXUH�ZDV�RQH�
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RI�ODFN�RI�SULRULW\�WR�PDVV�HGXFDWLRQ��%DVHG�RQ�DQ�DQDO\VLV�RI�WKH�EXGJHW�VSHHFKHV�RI� WKH� SRVW� LQGHSHQGHQFH� \HDUV�� SDUWLFXODUO\� LQ� WKH� �� �\HDU� SHULRG�� �����������ZKLFK� HPEUDFHG� ERWK� WKH� ILUVW� DQG� VHFRQG� ILYH �\HDU� SODQV�� �µD� SHULRG� RI� UDUH�SROLWLFDO�FRKHVLRQ¶��-DLQ��������SURQRXQFHG�WKDW�³WKHUH�LV�QRW�WR�EH�IRXQG�HYHQ�D�SDVVLQJ�UHIHUHQFH�WR�HGXFDWLRQ�OHW�DORQH�WR�$UWLFOH����LQ�WKH�%XGJHW�6SHHFKHV´�
/LNHZLVH��WKH�DGGUHVVHV�RI�WKH�(GXFDWLRQ�0LQLVWHUV�WR�WKH�&HQWUDO�$GYL VRU\�%RDUG�RI�(GXFDWLRQ��&$%(��ZHUH�IXOO�RI�DSRORJ\�DQG�GHVSDLU��

���� ³,� PXVW� FRQIHVV� WKDW� ,� ZDV� FRQVLGHUDEO\� GLVDSSRLQWHG� ZKHQ� WKLV�UHYLVHG�SODQ�ZDV�GUDZQ�XS«�,�DP�FRQWLQXLQJ�ZLWK�P\�HQGHDYRXUV�DQG� LW� LV� P\� UHVROYH� WKDW� ZH� PXVW� WU\� WR� SURYLGH� D� UHDVRQDEO H�DOORFDWLRQ�IRU�HGXFDWLRQ�LQ�WKH�VHFRQG�SODQ«�´0DXODQD�$EGXO�.DODP�$]DG��&KDLUPDQ¶V��$GGUHVV��7ZHQW\�WKLUG�0HHWLQJ�RI�WKH�&$%(��-DQXDU\������
���� ³,�PD\�DGG� WKDW�RQH� RI�RXU�GLIILFXOWLHV�KDV� EHHQ� WKDW� VRPH�RI�P\�FROOHDJXHV� KDYH� UHJDUGHG� HGXFDWLRQ� WR� EH D� SXUHO\� SURYLQFLDO�VXEMHFW� DQG� GLG� QRW� WKHUHIRUH� WKLQN� LW� QHFHVVDU\� WKDW� WKH� FHQWUDO�JRYHUQPHQW� VKRXOG� SURYLGH� DGHTXDWH� IXQGV� IRU� HGXFDWLRQ�� � (YHQ�ZKHQ�WKH�3ODQQLQJ�&RPPLVVLRQ�ZDV�VHW�XS��WKH�VLWXDWLRQ�GLG�QRW�DW�ILUVW�FKDQJH���:KHQ�WKH�ILUVW�GUDIW�RI�WK H�SODQ�ZDV�PDGH��HGXFDWLRQ�ZDV� DOPRVW� FRPSOHWHO\� LJQRUHG�� � 7KHUH� VHHPHG� WR� EH� D JHQHUDO�YLHZ�WKDW�ZH�VKRXOG�WDNH�XS�RQO\�VXEMHFWV��ZKLFK�ZRXOG�JLYH�TXLFN�UHWXUQV��6LQFH�WKH\�KHOG�WKDW�HGXFDWLRQ�FRXOG�QRW�GR�WKLV��HGXFDWLRQ�ZDV�OHIW�RXW�RI�WKH�ILUVW�GUDIW´�0DXODQD�$EGXO�.DODP�$]DG��&KDLUPDQ¶V��$GGUHVV�7ZHQW\�ILIWK�0HHWLQJ�RI�WKH�&$%(������

,Q�GHVSHUDWLRQ��JLYHQ�WKLV�VLWXDWLRQ�RI�QRQ �SULRULW\�LQ�IXQGLQJ��D�µGH�IDFWR¶�&HQWUDO�3ROLF\�LQ�UHVSHFW�RI�µQRQ �HQIRUFHPHQW¶�RI�FRPSXOVRU\�HGXFDWLRQ�DSSHDUV�WR�KDYH� EHHQ� HQXQFLDWHG� DQG� FRPPXQLFDWHG� WR� WKH� VWDWHV� WR� EULQJ� DERXW� D� µVKLIW¶��DZD\�IURP�WKH�SROLF\�RI�HQIRUFHPHQW�RI�FRPSXOVRU\�DWWHQGDQFH���6LQFH�HGXFDWLRQ�DW� WKDW� WLPH� ZDV� D� µVWDWH¶� VXEMHFW�� D� SURFHVV� ZDV� VHW� LQ� PRWLRQ� �WKURXJK� WKH�µ1DWLRQDO� 6HPLQDUV� RQ� &RPSXOVR U\� (GXFDWLRQ¶� ZKLFK� FRPPHQFHG� LQ� ����� DQG�ZHUH�KHOG�DQQXDOO\�LQ�WKH�PLG�VL[WLHV���WR�EULQJ�WR�D�KDOW�ZKDWHYHU�DFWLRQ�ZDV�EHLQJ�WDNHQ� E\�ZD\�RI�HQIRUFHPHQW� RI� FRPSXOVLRQ�� �)LQDOO\�� LQ������� D�QHZ�IRUPDW�RI�
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GDWD�JDWKHULQJ�FHDVHG�HYHQ�WR�FROOHFW�GDWD�RQ�FRPSX OVRU\�HGXFDWLRQ�HYHQ�WKRXJK�WKH�DFWV�FRQWLQXHG�WR�H[LVW�RQ�WKH�VWDWXWH�ERRNV��-XQHMD���������7KH�RIILFLDO�µGHDWK�NQHOO¶� RI� FRPSXOVLRQ� LQ� ,QGLD� FDPH� WKURXJK� WKH� UHFRPPHQGDWLRQ� RI� WKH� &$%(�PHHWLQJ�RI��������,W�ZDV�UHFRPPHQGHG�
³,Q� UHJDUG� WR� OHJLVODWLRQ�RU� FRPSXOVLRQ�DW� WKH�SULPDU\� VWDJH�� WKH�%RDUG�ZDV�RI� WKH�YLHZ� WKDW�ZKHUHDV� VWDWXWRU\�SURYLVLRQV�PD\�EH�QHFHVVDU\�IRU�VXFK� SXUSRVHV� DV� FROOHFWLRQ� RI� FHVV�� WKH� UHDOO\� HIIHFWLYH� PHWKRG� RI�DFKLHYLQJ�XQLYHUVDOLW\� LQ�HGXFDWLRQ� LQ� WKLV�DJH�JURXS�ZRXOG�EH�H[WHQVLRQ�RI�IDFLOLWLHV�LQ�DUHDV�QRW�\HW�FRYHUHG�DQG�XVH�RI�SHUVXDVLRQ�LQFHQWLYHV�´�([FHUSW�IURP�SURFHHGLQJV�RI�WKH���VW�PHHWLQJ�RI�WKH�&$%(��%DQJDORUH�������
:LWK� WKLV� RIILFLDO� VDQFWLRQ� WR� UHOHJDWH� µOHJLVODWLRQ� RU� FRPSXOVLRQ� DW� WKH�SULPDU\�VWDJH¶�WR�WKH�VROH�SXUSRVH�RI�FROOHFWLRQ�RI�FHVV��WKH�µ1DWLRQDO�6HPLQDUV�RQ�&RPSXOVRU\� 3ULPDU\� (GXFDWLRQ¶�� KDYLQJ� VHUYHG� WKH� SXUSRVH� RI� LQIOXHQFLQJ� WKH�FKDQJH� LQ� WKH� VWDWHG� SROLF\�� DOVR� FKDQJHG� WKHLU� QDPH�� $IWHU� WKH� ����� &$%(�UHFRPPHQGDWLRQ�� WKH\� EHFDPH� µ6HPLQDUV� RQ� (OHPHQWDU\� (GX FDWLRQ¶�� DQG� WKH�QDWLRQDO�HGXFDWLRQDO�JRDO��ZKLFK�XS�WR�WKHQ�KDG�EHHQ�VWDWHG�LQ�&HQWUDO�*RYHUQPHQW�DQQXDO� UHSRUWV�DV� WKH�³LQWURGXFWLRQ�RI�XQLYHUVDO�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ´��ZDV�FKDQJHG� WKHUHDIWHU� WR� WKH� ³DFKLHYHPHQW� RI� WKH� JRDO�RI�XQLYHUVDO HGXFDWLRQ´���'HVSLWH�WKH�IDFW�WKDW�$UWLFOH����RI�WKH�'LUHFWLYH�3ULQFLSOH�RI�6WDWH�3ROLF\�GLUHFWHG�WKH� 6WDWH� WR� HQGHDYRXU� WR� SURYLGH� IUHH� DQG� FRPSXOVRU\�HGXFDWLRQ� WR� DOO� FKLOGUHQ�XQWLO�WKH\�FRPSOHWH�WKH�DJH�RI����\HDUV��QHLWKHU�WKH������SROLF\�RQ�HGXFDWLRQ�QRU�WKH������SROLF\�VSRNH�RI�PDNLQJ�HGXFDWLRQ�µFRPSXOVRU\¶��
-�3�� 1DLN�� ZKR� DW� WKDW� WLPH�� ZDV� WKH� (GXFDWLRQ� $GYLVHU� WR� WKH� 8QLRQ�*RYHUQPHQW� DQG� DOVR� WKH� 'LUHFWRU� RI� WKH� 6HPLQDUV� RQ� &RPSXOVRU\�(OHPHQWDU\�(GXFDWLRQ�SURYLGHG�HQOLJKWHQPHQW�RQ�WKH�XQGHUO\LQJ�UHDVRQLQJ EHKLQG�WKLV�SROLF\�VKLIW�LQ�D�SXEOLFDWLRQ�LQ�������1DLN����������7KRXJK�WKH�&RQVWLWXWLRQ�GLUHFWHG�WKH�6WDWH� WR�SURYLGH�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�� HQRXJK�PRQH\�ZDV�QHYHU�PDGH�DYDLODEOH�IRU�PDNLQJ�HGXFDWLRQ�FRPSXOVRU\���5DWKHU�WKDQ�JLYLQJ�XS�HIIRUWV�IRU WKLV�
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FRQVWLWXWLRQDOO\� GLUHFWHG� FRPSXOVLRQ� DOWRJHWKHU�� LW� ZDV� GHFLGHG�� DV�PD\� EH� VHHQ�IURP�WKH�H[WUDFW�UHSURGXFHG�EHORZ��WR�HQIRUFH�LW�XS�WR�WKH�DJH�RI�����DV�GLUHFWHG�E\�WKH� &RQVWLWXWLRQ��� � EXW� IURP� WKH� DJH� RI� ��� \HDUV� RQZDUGV� ± EHFDXVH� WKH�&RQVWLWXWLRQ�GLG�QRW�VSHFLI\�DQ\�ORZHU�DJH�IURP�ZKLFK�FRPSXOVLRQ�VKRXOG�EHJLQ�
7KH�IROORZLQJ�([WUDFW��IURP�WKH�5HSRUW�RI�:RUNLQJ�*URXS�RI�WKH�&$%(�RQ�8QLYHUVDO� 3ULPDU\� (GXFDWLRQ�� VKRZV� MXVW� KRZ� WKH� ODFN� RI� IXQGLQJ� IRU� PDVV�HGXFDWLRQ� OHG� WR� WKH�JUDVSLQJ�DW�GHVSHUDWH��� HYHQ�RQH�PDQ\� VD\�WRGD\��VRPHZKDW�LOOXVRU\�� PHDVXUHV�� WR� SURYLGH� IRU� WKH� FRQVWLWXWLRQDO� GLUHFWLYH� RI� FRPSXOVRU\�HGXFDWLRQ�³�� 7KH�SUHVHQW�SROLF\�LV�WR�FRQVLGHU�XQLYHUVDO�HQUROPHQW�LQ�WKH�DJH�JURXS�������DIWHU�XQLYHUVDO�HQUROPHQW�LQ�HGXFDWLRQ�V\VWHP��,Q�WKH�QHZ�SROLF\��DQ� DWWHPSW� ZRXOG� EH� PDGH� WR� PDNH� HGXFDWLRQ� XQLYHUVDO� LQ� WKH� DJH�JURXS�������VLGH�E\�VLGH�ZLWK�H[SDQVLRQ�RI�IDFLOLWLHV�IRU�WKH�DJH�JURXS������7KH�HPSKDVLV� WKXV�VKLIWV� IURP�HQIRUFLQJ�HQUROPHQW�DQG�DWWHQGDQFH� LQ�WKH� DJH� JURXS����� WR� HQIRUFHPHQW RI� HQUROPHQW� DQG�DWWHQGDQFH� LQ� WKH�DJH� JURXS� ������ RUGLQDULO\� RQ� D� SDUW�WLPH� EDVLV�� 7KLV� LV� PRUH�HFRQRPLFDO�DQG�HIIHFWLYH��7KH� ODWH�'U��=DNLU�+XVVDLQ�XVHG� WR�VD\� WKDW� LI�KH�KDG�PRQH\�WR�SURYLGH�RQO\�WKUHH�\HDUV�RI�HGXFDWLRQ�IRU�WKH�FKLOGUHQ�RI�WKH�FRXQWU\��DQG�WKLV�LV�SUHFLVHO\�WKH�SRVLWLRQ�DW�SUHVHQW���KH�ZRXOG�UDWKHU�PDNH�HGXFDWLRQ�XQLYHUVDO�LQ�WKH�DJH�JURXS�������WKDQ�LQ�WKH�DJH�JURXS�����EHFDXVH�WKH�JURZQ�XS�FKLOG�ZLOO� OHDUQ�EHWWHU�DQG�IDVWHU�DQG�UHPHPEHU�WKLQJV�ORQJHU��+H�DOVR�HPSKDVLVHG�WKDW�WKH�&RQVWLWXWLRQ�VSHFLILHV�WKH�DJH�RI����DV�WKH�XSSHU�OLPLW�IRU�XQLYHUVDO�HGXFDWLRQ�DQG�GRHV�QRW�PHQWLRQ�WKH�ORZHU�DJH�OLPLW��+H�WKHUHIRUH�DUJXHG�WKDW�FRPSXOVLRQ�LQ�WKH�DJH�JURXS������� ZRXOG� VDWLVI\� WKH� &RQVWLWXWLRQDO� GLUHFWLYH� ZKLOH� WKDW� LQ� WKH� DJH�JURXS�����RU�HYHQ������ZRXOG�QRW���,W�LV�WKLV�VRXQG�SROLF\�RQ�HGXFDWLRQDO�DQG�FRQVWLWXWLRQDO�JURXQGV�WKDW�LV�SURSRVHG�WR�EH�JLYHQ�HIIHFW�WR�LQ�WKHVH�UHFRPPHQGDWLRQ�´([WUDFW�IURP�µ�5HSRUW�RI�WKH�:RUNLQJ�*URXS�RI�WKH�&$%(�RQ�8QLYHUVDO�3ULPDU\�(GXFDWLRQ�LQ�,QGLD¶�UHSURGXFHG�LQ�1DLN��-��3���������

&RPSXOVLRQ�± $QG�WKH�%XUGHQ�RI�$SDWK\&RPSXOVRU\�HGXFDWLRQ�ODZV�PDNH�LW�D�GXW\�RI�WKH�JRYHUQPHQW�WR�SURYLGH�WKH�IDFLOLWLHV�DQG�WKH�PHDQV�IRU�FKLOGUHQ�WR�EH�DEOH�WR�JR�WR�VFKRRO��+DG�HQRXJK�PRQH\�EHHQ� DOORWWHG� IRU� WKH� SXUSRVH�� WKHQ� WKH� UHJXODU� VXUYH\V� VWLSXODWHG� E\� WKH�
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FRPSXOVRU\� HGXFDWLRQ� ODZV� ZRXOG� KDYH� EHHQ� VHULRXVO\� FRQGXFWHG� WR� LGHQWLI\�FKLOGUHQ� ZKR� VKRXOG� EH� LQ� VFKRRO�� QRWLFHV� ZRXOG� KDYH� EHHQ� LVVXHG� WR� SDUHQWV�LQIRUPLQJ�WKHP�WKDW�D�VHDW�KDV�EHHQ�DOORWWHG�WR�WKHLU�FKLOG�LQ�D VFKRRO��6FKRROV�DW�UHDFKDEOH�GLVWDQFHV�ZRXOG�KDYH�EHHQ�SURYLGHG��VWDIIHG�DQG�VXLWDEO\�HTXLSSHG��7KLV�ZRXOG�KDYH�EHHQ�IROORZHG�XS�E\�HQTXLULHV�WR�DVFHUWDLQ�ZKHWKHU�WKH�FKLOG�LV�JRLQJ�WR� VFKRRO�� DQG�� LI� QRW�� WKH� UHDVRQV� IRU� QRQ �DWWHQGDQFH�ZRXOG�KDYH�EHHQ�YHULILHG��2IILFHUV�DSSRLQWHG�IRU�WKH�SXUSRVH�ZRXOG�KDYH�GHDOW�ZLWK�SUREOHPV�DV�VRRQ�DV�WKH\�RFFXUUHG��DQG�PDGH�LW�SRVVLEOH�IRU�WKH�FKLOG�WR�JHW�HGXFDWLRQ�VRPHKRZ��LI�QRW�LQ�D�IRUPDO�VFKRRO����
+DG�VXFK�D�SURFHGXUH�EHHQ�UHJXODUO\�IROORZHG��KDG�WKHUH�EHHQ�D�VX IILFLHQW�QXPEHU� RI� RIILFHUV� FKHFNLQJ� RQ� DWWHQGDQFH�� FDUU\LQJ� RXW� VXUYH\V�� VKRZLQJ�FRQFHUQ�� ILQGLQJ� VROXWLRQV� WR� SUREOHPV�� DQG� KDG� WKHUH� EHHQ� HQRXJK� VFKRROV�DQG�WHDFKHUV��HQRXJK�FRQFHUQ�IRU�OHDUQLQJ��VXIILFLHQW�PRQH\�DOORFDWHG�WR�HGXFDWLRQ��DV�ZDV� WKH� FDVH� LQ� VRPH� RWKHU� HTXDOO\� SRRU� FRXQWULHV� ZKR� EHFDPH� LQGHSHQGHQW�DURXQG�WKH�VDPH�WLPH��WKHQ�,QGLD�PD\�KDYH�EHHQ��OLNH� WKRVH�FRXQWULHV��RQH�RI�WKH�$VLDQ�7LJHUV�WRGD\��
:KDW�DSSHDUV�VKRFNLQJ�WR�PDQ\�RI�XV�WRGD\�LV�WKDW�WKHUH�ZDV�PXFK�DSDWK\�WR� WKH� GLUHFWLYH� SULQFLSOHV� HQXQFLDWHG� LQ� WKH� &RQVWLWXWLRQ�� ,Q� IDFW�� RQH� RI� WKH�PHPEHUV�RI�WKH�&RQVWLWXHQW�$VVHPEO\��KDG�LQ�������DGGHG�D�QRWH�RI�GLVVHQW�WR�WKH�GLYLVLRQ� RI� WKH� ULJKWV� RI� WKH� SHRSOH� LQWR� WZR� FDWHJRULHV� � MXVWLFLDEOH� DQG� QRQ�MXVWLFLDEOH� ULJKWV�� ,Q� KLV� YLHZ�� QRQ �MXVWLFLDEOH� ULJKWV� KDG� QR� PHDQLQJ�� +H� KDG�ZDQWHG� WKH� $VVHPEO\� WR� XQDPELJXRXVO\� GHFODUH� DOO� ULJKWV� DV� MXVWLFLDEOH� IRU� WKH�UHDVRQ�WKDW��³2QFH�DQ� XQDPELJXRXV� GHFODUDWLRQ�RI� VXFK�D� ULJKW� LV�PDGH�� WKRVH�UHVSRQVLEOH�IRU�JLYLQJ�HIIHFW�WR�LW�ZRXOG�KDYH�WR�EHVWLU�WKHPVHOYHV�WR�ILQG� ZD\V� DQG� PHDQV� WR� JLYH� HIIHFW� WR� LW�� ,I� WKH\� KDG� QR� VXFK�UHVSRQVLELOLW\� SODFHG� XSRQ� WKHP�� WKH\� PLJKW� EH� LQFOLQHG� WR� DYDLO�WKHPVHOYHV� RI� HYHU\� H[FXVH� WR� MXVWLI\� WKHLU� RZQ� LQDFWLYLW\� LQ� WKH�PDWWHU��LQGLIIHUHQFH��RU�ZRUVH�´
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([FHUSWHG�IURP�1RWH�RI�GLVVHQW�RI�.�7��6KDK�WR�WKH�5HSRUW����$SULO��������������2Q�5LJKW�WR�:RUN��%��6KLYD�5DR�������
'UH]H� DQG� 6HQ� ������� IRXQG� LW� VWULNLQJ� WKDW� WKH� IDLOXUHV� RI� JRYHUQPHQW�SROLF\�RYHU�DQ�H[WHQGHG�SHULRG�SURYRNHG�VR�OLWWOH�SROLWLFDO�FKDOOHQJH��7KH\�VDLG ��³+DG� WKH� JRYHUQPHQW� VKRZQ� VLPLODU�DSDWK\� DQG� LQFRQVLVWHQF\� LQ� GHDOLQJ�ZLWK�� VD\��WKH�GHPDQGV�RI� WKH�XUEDQ�SRSXODWLRQ�IRU�EDVLF�DPHQLWLHV��RU�RI�IDUPHUV
� RUJDQLVDWLRQV� IRU� DGHTXDWHO\� KLJK�FURS� SULFHV�� RU� RI� WKH�PLOLWDU\�HVWDEOLVKPHQW� IRU�PRGHUQ� KDUGZDUH� RU� RI� WKH�:RUOG� %DQN� IRU� VWUXFWXUDO�DGMXVWPHQW�PHDVXUHV��LW�LV�VDIH�WR�SUHGLFW�WKDW�D�PDMRU�SROLWLFDO�EDWWOH�ZRXOG�KDYH�IROORZHG��7KH�IDFW�WKDW�WKH�JRYHUQPHQW�ZDV�DEOH�WR�JHW�DZD\�ZLWK�VR�PXFK� QHJOHFW� LQ� WKH� ILHOG� RI� SULPDU\� HGXFDWLRQ� UHODWHV� WR� WKH� ODFN� RI�SROLWLFDO�FORXW�RI�WKH�LOOLWHUDWH�PDVVHV��,W�DOVR�UHIOHFWV�WKH�IDFW�WKDW�WKH�VRFLDO�YDOXH� RI� EDVLF� HGXFDWLRQ� KDV� EHHQ� QHJOHFWHG� QRW� RQO\� E\� JRYHUQPHQW�DXWKRULWLHV�EXW�DOVR�LQ�VRFLDO�DQG�SROLWLFDO�PRYHPHQWV´�)XUWKHU�� WKH\�FRXOG�ZHOO�KDYH� �EHHQ� �HFKRLQJ� ZKDW�6DL\LGDLQ�HW�DO� �������KDG�VDLG�VRPH�WKLUW\�\HDUV�HDUOLHU�³%XW� ZDV� LW� MXVW� 
VZHHW� UHDVRQDEOHQHVV
� DQG� WKH� DSSUHFLDWLRQ� RI� WKH�GLIILFXOWLHV� IDFLQJ� WKH� *RYHUQPHQW� ZKLFK� PDGH� WKH� SHRSOH� UHIUDLQ� IURP�WDNLQJ�LW�WR�WDVN�IRU�LWV�IDLOXUH�WR�JLYH�LPPHGLDWH�H IIHFW�WR�VHFWLRQ����RI�WKH�&RQVWLWXWLRQ"� 1R� VXFK� LQGXOJHQFH�ZDV� VKRZQ� E\� WKHP� LQ� RWKHU�PDWWHUV��7KH�QHZ�*RYHUQPHQW�ZDV�PHUFLOHVVO\�FULWLFL]HG�IRU�PDQ\�VLQV�RI�RPLVVLRQ�DQG�FRPPLVVLRQ�� HVSHFLDOO\� E\� WKH�RSSRVLWLRQ�SDUWLHV�RI� WKH� ULJKW�DQG� WKH�OHIW�EXW�WKH�TXHVWLRQ�RI�FRPSXOVRU\�HGXFDWLRQ�ZDV�QRW�PDGH�DQ�LPSRUWDQW�LVVXH� E\� DQ\� SURPLQHQW� SHUVRQ� RU� SROLWLFDO� SDUW\�� (YHQ� LQ� WKH� UHFHQW�JHQHUDO� HOHFWLRQV�� ZKHQ� HDFK� SROLWLFDO� SDUW\� SURPLVHG� WKH� HOHFWRUDWH� D�
KHDYHQ� RQ� HDUWK
� RI� LWV� RZQ� SDUWLFXODU� EUDQG� QRQH� RI� WKHV H� SURPLVHG�KHDYHQV� KHOG� RXW� DQ\� SURVSHFW� RI� XQLYHUVDO� DQG� IUHH� SULPDU\� HGXFDWLRQ�ZKHWKHU�YROXQWDU\�RU�FRPSXOVRU\��,Q�IDFW�QR�HOHFWLRQ�PDQLIHVWR�DWWDFKHG�D�JUHDW�LPSRUWDQFH�WR�DQ\�DVSHFW�RI�WKH�HGXFDWLRQDO�SUREOHP�´
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*KRVK� � ������� DOVR�� FRPPHQWLQJ� RQ� WKH� QHJOHFW� RI� SROLFLHV� IRU� WKH�HGXFDWLRQ�RI�WKH�SRRU��VDLG��³7KH� 0XGDOLDU� &RPPLVVLRQ� DV� ZHOO� DV� WKH� 5DGKDNULVKDQ� &RPPLVVLRQ�ZKLFK� FDPH� EHIRUH� LW� GZHOW� H[FOXVLYHO\� ZLWK� WZR� DUHDV� RI� HGXFDWLRQ� LQ�ZKLFK�WKH�UXOLQJ�HOLWH�JURXSV�ZHUH�LQWHUHVWHG���%RWK�WKHVH�VHFWLRQ V�UHFHLYHG�KXJH�DOORFDWLRQV�RI�IXQGV�DQG�XQGHUZHQW�UDSLG�XQSODQQHG�DQG�XQFRQWUROOHG�H[SDQVLRQV� UHVXOWLQJ� LQ� GHWHULRUDWLRQ� RI� VWDQGDUGV� DQG� FUHDWLRQ� RI� VHYHUH�SUREOHPV�RI�HGXFDWHG�XQHPSOR\PHQW��2Q�WKH�RWKHU�KDQG��WKH�SURJUDPPHV�RI�DGXOW�HGXFDWLRQ�DQG�OLTXLG DWLRQ�RI�LOOLWHUDF\�FRQWLQXHG�WR�EH�QHJOHFWHG�DV�LQ� WKH� SDVW�� ,Q� HOHPHQWDU\� HGXFDWLRQ�� WKH� HYLOV� RI�ZDVWDJH� DQG� VWDJQDWLRQ�FRQWLQXHG� XQDEDWHG� DV� QR� VWUXFWXUDO� FKDQJHV� OLNH�PXOWLSOH� HQWU\� RU� SDUW �WLPH�HGXFDWLRQ�ZHUH�LQWURGXFHG´�1DLN� ������� ZDV� SDUWLFXODUO\ FULWLFDO� RI� WKH� HOLWH�RULHQWHG� JURZWK� RI�HGXFDWLRQ� ± ³DOO� SURJUDPPHV� RI� HGXFDWLRQDO� UHIRUP�� ZKLFK� ZHUH� PHDQW� IRU� WKH�UXOLQJ�FODVVHV��ZHUH�VXFFHVVIXOO\�LPSOHPHQWHG�RQ�D�SULRULW\�EDVLV��7KHVH�LQFOXGHG�H[SDQVLRQ�RI�DJULFXOWXUDO��HQJLQHHULQJ�DQG�PHGLFDO�HGXFD WLRQ��WKH�GHYHORSPHQW�RI�HOLWH� LQVWLWXWLRQV� DQG� DV� ,,7V� DQG� ,,0V�� ODUJH� H[SDQVLRQ� RI� SXEOLF� DQG� VSHFLDO�VFKRROV�� HVSHFLDOO\� WKRVH� ZLWK� (QJOLVK� PHGLXP�� WKH� H[SDQVLRQ� RI� �PHULW��VFKRODUVKLSV��PRVW�RI�ZKLFK�DUH�EDJJHG�E\�WKHLU�FKLOGUHQ��DQG�VR�RQ��%XW�WKHUH�K DV�EHHQ�QR�PRYHPHQW�WR�LPSURYH�WKH�VWDQGDUG�RI�OLYLQJ�RI�WKH�SRRUHU�VHFWLRQV�RI�WKH�VRFLHW\�DQG�QR�PRYHPHQW� WR�EXLOG�XS� WKHLU� DZDUHQHVV�DQG� WKHLU�RUJDQL]DWLRQV� WR�KHOS� WKHP� WR�FRPH� LQWR� WKHLU�RZQ��&RQVHTXHQWO\��DOO�SURJUDPPHV�RI�HGXFDWLRQDO�UHFRQVWUXFWLRQ� PHDQW� IRU� WKH� SHRSOH� KDYH� ODQJXLVKHG� �H�J��� XQLYHUVDO� HOHPHQWDU\�HGXFDWLRQ��OLTXLGDWLRQ�RI�DGXOW�LOOLWHUDF\��HWF���´
$W� WKH� ULVN� RI� GLJUHVVLRQ�� LW� PD\� EH� LQWHUHVWLQJ� WR� QRWH� KRZ� WKLV� 
XQ �FRQWUROOHG�H[SDQVLRQ
�LQ�WKH�V\VWHP�ZDV�YLHZHG�E\�WZR�SROLF\ �PDNHUV�± VHSDUDWHG�E\����\HDUV�± DW�WKH�KHOP�RI�DIIDLUV�LQ�HGXFDWLRQ�LQ�,QGLD��$Q�$GGLWLRQDO�6HFUHWDU\��(OHPHQWDU\� (GXFDWLRQ��*RYHUQPHQW� RI� ,QGLD� FDXWLRXVO\� DGPLWV� WR� WKH� DGGLWLRQDO�IDFWRU�IHHGLQJ�H[SDQVLRQ�RI�KLJKHU�DQG�WHFKQLFDO�HGXFDWLRQ�EHLQJ�³WKH�GHPDQG�LQ�SROLWLFDO PDUNHWV� IRU� H[SDQVLRQ�RI� LQVWLWXWLRQV�RI�DOO� W\SHV´� �$\\DU���������ZKLOH�1DLN� ������� ZKR�� LQ� WKH� VL[WLHV� DQG� HDUO\� VHYHQWLHV� ZDV� (GXFDWLRQDO� $GYLVRU��PDNHV�D�VWDWHPHQW�RQ�WKH�LQWHQVLW\�RI�YHVWHG�LQWHUHVW�LQ�H[SDQVLRQ��VD\LQJ�
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³(IIRUWV� WR�FRXQWHU�VX FK�GHPDQGV�ZHUH�PHW�ZLWK�KRVWLOLW\�EHFDXVH�QR�RQH�VHHPHG� WR� DSSUHFLDWH� WKH� SRLQW� WKDW� DOO� VHFRQGDU\� DQG� KLJKHU� HGXFDWLRQ�LQYROYHV�D�VXEVLG\�ZKLFK�JRHV�WR�WKH�ZURQJ�VRFLDO�JURXSV��:H�ZHUH�LQ�IDFW�FDOOHG� IRROV�ZKR� WU\� WR�HGXFDWH� WKRVH�ZKR�GR�QRW�FRPH�WR�VFKR RO�DQG�GR�QRW�ZDQW� WR� OHDUQ�� 7KH� ILUVW� GXW\� RI� D�*RYHUQPHQW��ZH�ZHUH� WROG�ZDV� WR�HGXFDWH�WKRVH�ZKR�ZHUH�ZLOOLQJ�WR�OHDUQ��7KH�WDVN�RI�HGXFDWLQJ�WKRVH�ZKR�GR�QRW�HYHQ�ZDQW�WR�OHDUQ�VKRXOG�FRPH�ODWHU´��2QH� RI� WKH� IDFWRUV�� SHUFHLYHG� WR� EH� EHKLQG� WKH� SROLWLFD O� GHPDQG� IRU�H[SDQVLRQ� ZDV� WKH� IDFW� WKDW� LW� QRW� RQO\� DEVRUEHG� WKH� SURGXFWV� RI� WKH� HGXFDWLRQ�V\VWHP� ZLWKLQ� WKH� V\VWHP� LWVHOI� DV� WHDFKHUV� DQG� LQ� WKH� DEVHQFH� RI� HPSOR\PHQW�EHFDPH� D� FDXVH� IRU� VWXGHQWV� WR� OLQJHU� ZLWKLQ� WKH� V\VWHP� �1DLN�� ������� ,W� ZDV�DUJXHG� DOVR� WKDW� H[SDQVLRQ� FRQWLQXHG�� ³IRU�� LW� WHVWLILHG� WR� WKH� JRYHUQPHQW
V�FRPPLWPHQW� WR� WKH� &RQVWLWXWLRQ�� %XW� WKHUH� ZDV� QR� LGHD� RU� PHWKRG� WR� PDNH�XQLYHUVDO�HOHPHQWDU\�HGXFDWLRQ�D�FRKHUHQW�SURMHFW´���.ULVKQD�.XPDU�������)LQDOO\��WKH�6XSUHPH�&RXUW� LQ� LWV� ODQGPDUN MXGJPHQW��LQ� WKH�FDVH�RI�8QQL�.ULVKQDQ�-�3��YV��WKH�VWDWH�RI�$QGKUD�3UDGHVK�������VWHSSHG�LQ�DQG�VWDWHG��
³,Q�WKLV�FRQWH[W�ZH�IHHO�FRQVWUDLQHG�WR�VD\�WKDW�WKH�DOORFDWLRQ�RI�DYDLODEOH�IXQGV�LQ�,QGLD�GLVFORVHV�DQ�LQYHUVLRQ�RI�SULRULWLHV���
,Q� GHFODULQJ� WKH� 'LUHFWLYH� 3ULQFLSOH� D� )XQGDPHQWDO� 5LJKW�� LW� FKLGHG� WKH�JRYHUQPHQW�IRU�WKH�ODFN�RI�DFKLHYHPHQW�RI�WKH�JRDOV�RI�$UWLFOH�����DQG�DVNHG��
�+DV�LW�QR�VLJQLILFDQFH"�,V�LW�D�PHUH�SLRXV�ZLVK�HYHQ�DIWHU����\HDUV�RI�WKH�&RQVWLWXWLRQ"�&DQ�WKH�VWDWH�IORXW�WKH�VDPH�GLU HFWLRQV�HYHQ�DIWHU����\HDUV�RQ�WKH�JURXQGV� WKDW� WKH�DUWLFOH�PHUHO\�FDOOV�XSRQ� LW� 
WR� HQGHDYRXU� WR�SURYLGH
�WKH�VDPH���"´
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:LWK�WKLV�MXGJPHQW��WKH�WLGH�ZDV�VHHQ�WR�WXUQ�LQ�WKH�GLUHFWLRQ�RI�DPHQGPHQW�RI� WKH� &RQVWLWXWLRQ� WR� JLYH� WR� FKLOGUHQ� DQ� XQDPELJXRXV� ULJ KW� WR� IUHH� DQG�FRPSXOVRU\�HGXFDWLRQ�����
7KHVH� OHVVRQV� RI� KLVWRU\� VHUYH� WR� VKRZ� WKDW� LQ� WKH� DEVHQFH� RI� D� µZLOO¶�FRPSXOVRU\�HGXFDWLRQ�DFWV�DORQH�FDQQRW�DFKLHYH�HGXFDWLRQ�RI�WKH�PDVVHV��7KH�ODFN�RI� SULRULW\� WR�PDVV� HGXFDWLRQ� H[SUHVVHG� LQ� WHUPV� RI� LQDGHTXDWH� IXQGLQJ� HQVXUHG�WKDW�VXIILFLHQW�IDFLOLWLHV�ZHUH�QHYHU�SXW�LQ�SODFH�QRU�ZHUH�WKH�FRQGLWLRQV�FUHDWHG�WR�HQDEOH�DOO�FKLOGUHQ�WR�JR�WR�VFKRRO��8OWLPDWHO\��WKH�HQIRUFHPHQW�RI�WKHVH�DFWV�ZDV�DOVR�VWRSSHG�
7KH�FRQWLQXHG�LOOLWHUDF\�RI�WKH�PDVVHV�UHFDOOV�WR�PLQG�W KH�IDPRXV�VWDWHPHQW�
³,Q� WKLV� ZRUOG� WKHUH� LV� QR� OLWHUDWH� SRSXODWLRQ� WKDW� LV� SRRU�� QR� LOOLWHUDWH�SRSXODWLRQ�WKDW�LV�RWKHU�WKDQ�SRRU´� *DOEUDLWK�-�.��������
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6HFWLRQ�,,,
5HFHQW�'HYHORSPHQWV�/HDGLQJ�WR�WKH��WK &RQVWLWXWLRQDO�$PHQGPHQW

,Q�WKH�HDUO\�����V�� D�VXGGHQ�UHYLYDO�RI�LQWHUHVW�ZDV�REVHUYHG�LQ�WKH�PDWWHU�RI� VHFXULQJ� WKH� ULJKW� WR� IUHH� DQG� FRPSXOVRU\�HGXFDWLRQ� IRU� DOO� FKLOGUHQ� LQ� ,QGLD���,QWHUHVWLQJO\��QHLWKHU� WKH������3ROLF\�RQ�(GXFDWLRQ�QRU�LWV�3URJUDPPH�RI�$FWLRQ�KDG�PHQWLRQHG�PDNLQJ�HGXFDWLRQ�FRPSXO VRU\���,W�LV�EHOLHYHG�WKDW�FRPPLWPHQWV�DW�-RPWLHQ�LQ������DQG� WKH�HYHQWV�OHDGLQJ�WR�LW�PD\�KDYH�KDG�LWV�HFKRHV�LQ�,QGLD�DV�ZHOO�� +RZHYHU�� DPRQJ� RIILFLDO� GRFXPHQWV�� LW� ZDV� WKH� 5DPDPXUWL� &RPPLWWHH�5HSRUW�LQ�������RQ�WKH�UHYLHZ�RI�WKH������HGXFDWLRQ�SROLF\��Z KLFK�ILUVW�FKLGHG�WKH�JRYHUQPHQW�IRU�QRW�SD\LQJ�DWWHQWLRQ�WR�WKH�ULJKW�WR�HGXFDWLRQ�VD\LQJ�� ³WKLV�SUREOHP�TXDOLILHV�IRU�EHLQJ�WKH�PRVW�IXQGDPHQWDO�SUREOHP�RI�RXU�HGXFDWLRQ�V\VWHP´��7KLV�5HSRUW�FDOOHG�IRU�UHFRJQLWLRQ�RI�WKH�ULJKW�WR�HGXFDWLRQ�DV�D�IXQGDPHQW DO�ULJKW�
$Q�RXWOLQH�RI�WKH�HYHQWV�OHDGLQJ�XS�WR�WKH�SDVVDJH�RI�WKH��� UG &RQVWLWXWLRQ�$PHQGPHQW� %LOO� ���WK &RQVWLWXWLRQDO� $PHQGPHQW� $FW�� LQ� ERWK� KRXVHV� RI�3DUOLDPHQW�LV�SUHVHQWHG�EHORZ������ 7KH�&RPPLWWHH�WR�5HYLHZ�WKH�1DWLRQDO�3ROLF\�RQ�(GXFDWLRQ������ �5DPDPXUWL�&RPPLWWHH LQ�LWV�UHSRUW�WLWOHG�µ7RZDUGV�RQ�(QOLJKWHQHG�DQG� +XPDQH� 6RFLHW\� ± 13(�� ����� ± $� 5HYLHZ¶� FKLGHV� WKH�JRYHUQPHQW�IRU�LWV�FRQWLQXHG�IDLOXUH�VLQFH�LQGHSHQGHQFH�WR�IXOILO�WKH�&RQVWLWXWLRQDO�GLUHFWLYH�

³1RZ�WLPH�KDV�FRPH� WR�UHFRJQL]H� µ5LJKW� WR�(GXFDWLRQ¶�DV�RQH� RI� WKH� IXQGDPHQWDO� ULJKWV� RI� WKH� ,QGLDQ� FLWL]HQV� IRU�ZKLFK�QHFHVVDU\�DPHQGPHQWV� WR� WKH�FRQVWLWXWLRQ�PD\�KDYH�WR�EH�PDGH�DQG�PRUH�LPSRUWDQWO\��FRQGLWLRQV�EH�FUHDWHG�LQ�VRFLHW\�VXFK�WKDW�WKLV�ULJKW�ZRXOG�EHFRPH�DYDLODEOH�IRU�DOO�FKLOGUHQ RI�,QGLD�´�� �3DUD�������



1DOLQL�-XQHMD

��

������� 0\URQ�:LHQHU¶V�%RRN��³7KH�&KLOG�DQG�WKH�6WDWH�LQ�,QGLD� &KLOG�/DERXU� DQG� (GXFDWLRQ� 3ROLF\� LQ� &RPSDUDWLYH� 3HUVSHFWLYH´�FUHDWHV� ULSSOHV�� ,WV�PDLQ� WKHVLV� EHLQJ� WKDW� ,QGLD¶V� SRYHUW\�ZDV� OHVV�UHOHYDQW�� DV� DQ� H[SODQDWLRQ� IRU� WKH� IDLOXUH� WR�HUDGLFDWH� FKLOG� ODERXU�DQG� HQIRUFH� FRPSXOVRU\� HGXFDWLRQ�� WKDQ� WKH� EHOLHI� V\VWHP� RI� WKH�PLGGOH�FODVVHV��WR�ZKLFK�FODVV��WKH�VWDWH�EXUHDXFUDF\�DOVR�EHORQJHG��
���� ,QGLD� EHFRPHV� VLJQDWRU\� WR� WKH� 81�&RQYHQWLRQ� RQ�5LJKWV� RI� WKH�&KLOG�� �&5&���$UWLFOH����RI�WKLV�&RQYHQWLRQ�VWDWHV�

³6WDWH�SDUWLHV�UHFRJQL]H� WKH�ULJKW�RI� WKH�FKLOG� WR�HGXFDWLRQ�DQG�ZLWK�D�YLHZ�WR�DFKLHYLQJ�WKLV�ULJKW�SURJUHVVLYHO\��WKH\�VKDOO�LQ�SDUWLFXODU���D��PDNH�SULPDU\�HGXFDWLRQ�FRPSXOVRU\�DQG�DYDLODEOH�IUHH�WR�DOO«�´�
$V�SDUW�RI�WKLV�DJUHHPHQW��,QGLD�LV�DOVR�FRPPLWWHG�WR�UHYLHZ�LWV�ODZV�DQG� EULQJ� WKHP� LQ� OLQH�ZLWK� WKH�&RQYHQWLRQ�� � ,QWHUQDWLRQDO� WUHDWLHV�VHUYH� WR� VHW� VWDQGDUGV� DQG�&RXUWV�JHQHUDOO\� LQWHUSUHW�GRPHVWLF� ODZV�VR�DV�WR�PDLQWDLQ�KDUPRQ\�ZLWK�WKH�SURYLVLRQV�RI�LQWHUQD WLRQDO�ODZ���$UWLFOH� ��� �F�� RI� WKH� ,QGLDQ�&RQVWLWXWLRQ� VWDWHV� WKDW� WKH� 6WDWH� VKDOO�HQGHDYRXU� WR� IRVWHU� UHVSHFW� IRU� LQWHUQDWLRQDO� ODZ� DQG� WUHDW\�REOLJDWLRQV�

���� 7KH 6XSUHPH�&RXUW�-XGJPHQW�LQ�WKH�FDVH�RI���8QQL.ULVKQDQ�-�3��YV��6WDWH�RI�$QGKUD�3UDGHVK�DQG RWKHUV��6&���������������PDNHV�HGXFDWLRQ�D�IXQGDPHQWDO�ULJKW�
³7KH� FLWL]HQV� RI� WKLV� FRXQWU\� KDYH� D� IXQGDPHQWDO� ULJKW� WR�HGXFDWLRQ���7KH�VDLG�ULJKW�IORZV�IURP�$UWLFOH������7KLV�ULJKW�KRZHYHU� LV� QRW� DQ� DEVROXWH� ULJKW�� � ,WV� FRQWHQWV� DQG�SDUDPHWHUV�KDYH�WR EH�GHWHUPLQHG�LQ�WKH�OLJKW�RI�$UWLFOHV����DQG������,Q�RWKHU�ZRUGV��HYHU\�FKLOG�FLWL]HQ�RI�WKLV�FRXQWU\�KDV�D�ULJKW� WR�IUHH�HGXFDWLRQ�XQWLO�KH�FRPSOHWHV�WKH�DJH�RI�IRXUWHHQ�\HDUV���7KHUHDIWHU�KLV�ULJKW�WR�HGXFDWLRQ�LV�VXEMHFW�WR� OLPLWV� RI� HFRQRPLF� FDSDFLW\ DQG� GHYHORSPHQW� RI� WKH�VWDWH�´�

���� 7KH� µ&RPPRQ� 0LQLPXP� 3URJUDPPH¶� RI� WKH� 8QLWHG� )URQW�*RYHUQPHQW� UHVROYHV� WR� PDNH� WKH� ULJKW� WR� IUHH� DQG� FRPSXOVRU\�HOHPHQWDU\� HGXFDWLRQ� LQWR� D� IXQGDPHQWDO� ULJKW� DQG� WR� HQIRUFH� LW�WKURXJK� VXLWDEOH� VWDWXWRU\�PHDVXUHV �� ,W� VHWV� XS� D� FRPPLWWHH� �6DLNLD�&RPPLWWHH��WR�H[DPLQH�WKLV�SURSRVDO�
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������-DQ�� 7KH� 5HSRUW� RI� WKH� &RPPLWWHH� RI� 6WDWH� (GXFDWLRQ� 0LQLVWHUV� RQ�,PSOLFDWLRQV� RI� WKH� 3URSRVDO� WR� 0DNH� (OHPHQWDU\� (GXFDWLRQ� $�)XQGDPHQWDO�5LJKW��6DLNLD�&RPPLWWHH�5HSRUW��UHFRPPHQGV�
³7KH�&RQVWLWXWLRQ�RI�,QGLD�VKRXOG�EH�DPHQGHG�WR�PDNH�WKH�ULJKW� WR� IUHH� HOHPHQWDU\� HGXFDWLRQ� XS� WR� WKH� ��� \HDUV� RI�DJH�� D� IXQGDPHQWDO� ULJKW�� � 6LPXOWDQHRXVO\� DQ� H[SOLFLW�SURYLVLRQ� VKRXOG� EH� PDGH� LQ� WKH� &RQVWLWXWLRQ� WR� PDNH� LW�IXQGDPHQWDO� GXW\� RI� HYHU\� FLWL]HQ� ZKR� LV� D� SDUHQW� WR�SURYLGH� RSSRUWXQLWLHV� IRU� HOHPHQWDU\� HGXFDWLRQ� WR� DOO�FKLOGUHQ�XS�WR����\HDUV�RI�DJH´�

7KH� FRPPLWWHH� DOVR� UHFRPPHQGHG� WKH�DPHQGPHQW�RI�H[LVWLQJ� VWDWH�OHJLVODWLRQ�RQ�FRPSXOVRU\�HGXFDWLRQ�
������-XO\� 7KH�&RQVWLWXWLRQ����UG $PHQGPHQW��%LOO�������� WDEOHG�LQ�WKH�/RN�6DEKD�� �WKLV� ZDV� IXUWKHU� UHIHUUHG� WR� WKH� µ'HSDUWPHQW �5HODWHG�3DUOLDPHQWDU\� 6WDQGLQJ� &RPPLWWHH� RQ� +XPDQ� 5HVRXUFH�'HYHORSPHQW¶����7KH���UG $PHQGPHQW�%LOO�SURSRVHG�

³�� $IWHU�$UWLFOH����RI�WKH�&RQVWLWXWLRQ��WKH�IROORZLQJ�DUWLFOH�VKDOO�EH�LQVHUWHG��QDPHO\�³��$�� ���� 7KH� VWDWH� VKDOO� SURYLGH� IUHH� DQG� FRPSXOVRU\�HGXFDWLRQ�WR�DOO�FLWL]HQV�RI�WKH�DJH�RI�VL[�WR�IRXUWHHQ�\HDUV����� 7KH�ULJKW�WR�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�UHIHUUHG�WR� LQ� FODXVH� ���� VKDOO� E\� HQIRUFHG� LQ� VXFK�PDQQHU� DV� WKH�6WDWH�PD\��EH�ODZ��GHWHUPLQH���� 7KH� VWDWH� VKDOO� QRW� PDNH� DQ\� ODZ�� IRU� IUHH� DQG�FRPSXOVRU\� HGXFDWLRQ� XQGHU� FODXVH� ����� LQ� UHODWLRQ� WR� WKH�HGXFDWLRQDO� LQVWLWXWLRQV�QRW�PDLQWDLQHG�E\�WKH�6WDWH�RU�QRW�UHFHLYLQJ�DLG�RXW�RI�6WDWH�IXQGV´�
����� $UWLFOH� ��� RI WKH� &RQVWLWXWLRQ� VKDOO� EH� UHQXPEHUHG� DV�FODXVH�����RI�WKDW�DUWLFOH�DQG�DIWHU�FODXVH�����DV�VR�UHQXPEHUHG�DQG�EHIRUH� WKH� ([SODQDWLRQ�� WKH� IROORZLQJ� FODXVH� VKDOO� EH� LQVHUWHG��QDPHO\�³��� 7KH�FRPSHWHQW�OHJLVODWXUH�VKDOO�PDNH�WKH�ODZ�IRU�WKH�HQIRUFHPHQW� RI� ULJKW� WR� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ�UHIHUUHG� WR� LQ� FODXVH� ���� RI� $UWLFOH� ��$� ZLWKLQ� RQH� \HDU�IURP� WKH� FRPPHQFHPHQW� RI� WKH� &RQVWLWXWLRQ� �(LJKW\�WKLUG�$PHQGPHQW��$FW�������3URYLGHG� WKDW� D� SURYLVLRQ�RI� DQ\� ODZ� UHODWLQJ� WR� IUHH� DQG�FRPSXOVRU\� HGXFDWLRQ� LQ� IRUFH� LQ� D� 6WDWH� LPPHGLDWHO\�EHIRUH�WKH�FRPPHQFHPHQW�RI�WKH�&RQVWLWXWLRQ��(LJKW\�WKLUG�
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$PHQGPHQW�� $FW�� ����� ZKLFK� LV� LQFRQVLVWHQW� ZLWK� WKH�SURYLVLRQV�RI�DUWLFOH���$��VKDOO�FRQWLQXH�WR�EH�LQ�IRUFH�XQWLO�DPHQGHG� RU� UHSHDOHG� E\� D� FRPSHWHQW� OHJLVODWXUH� RU� RWKHUFRPSHWHQW�DXWKRULW\�RU�XQWLO�WKH�H[SLUDWLRQ�RI�RQH�\HDU�IURP�VXFK�FRPPHQFHPHQW��ZKLFKHYHU�LV�HDUOLHU´�
�� $UWLFOH����RI�WKH�&RQVWLWXWLRQ�VKDOO�EH�RPLWWHG�
�� ,Q� DUWLFOH� ��$� RI� WKH� &RQVWLWXWLRQ�� DIWHU� FODXVH� �M��� WKH�IROORZLQJ�FODXVH�VKDOO�EH�DGGHG��QDPHO\�³�N� WR� SURYLGH� RSSRUWXQLWLHV� IRU� HGXFDWLRQ� WR� D� FKLOG�EHWZHHQ� WKH� DJH� RI� VL[� DQG� IRXUWHHQ� \HDUV� RI� ZKRP� VXFK�FLWL]HQ�LV�D�SDUHQW�RU�JXDUGLDQ´�

������1RY�� 7KH� 'HSDUWPHQW±5HODWHG�3DUOLDPHQWDU\�6WDQGLQJ�&RPPLWWHH� RQ�+XPDQ� 5HVRXUFH� 'HYHORSPHQW� VXEPLWV UHSRUW� WR� ERWK� KRXVHV� RI�3DUOLDPHQW�� DQG� UHFRPPHQGV� WKDW� WKH� ELOO� EH� SDVVHG� VXEMHFW� WR�FKDQJHV� UHFRPPHQGHG� E\� LW�� � 7KH� PDMRU� UHFRPPHQGDWLRQV� RI� WKH�FRPPLWWHH�UHODWHG�WR�L� 5HWHQWLRQ�RI�$UWLFOH����WR�FDWHU�WR�WKH�� ���DJH�JURXS�LL� &ODXVH� ���� RI� WKH� SURSRVHG� $UW LFOH� ���$� UHODWLQJ� WR� SULYDWH�LQVWLWXWLRQV�PD\�EH�GHOHWHG�LLL� ³7KH�&HQWUH�VKRXOG�SUHSDUH�RQH�VLPSOH�OHJLVODWLRQ�ZLWK�VRPH�VNHOHWDO�IUDPHZRUN�ZKLFK�PD\�DOVR�LQGLFDWH�WKH�&HQWUDO�VKDUH�LQ�WKH�ILQDQFLDO�EXUGHQ��7KH�GHWDLOV�FDQ�EH�IRUPXODWHG�E\�WKH�UHVSHFWLYH�VWDWHV�DFFRUGLQJ�WR�WKHLU�UHTXLUHPHQWV���7KH�&HQWUDO�*RYHUQPHQW�PD\�WKHUHIRUH�FRQVLGHU�ZRUNLQJ�RXW�WKH�QHFHVVDU\�OHJLVODWLRQ�´��3DUD����������� 7KH���UG %LOO�ZDV�DPHQGHG��DQG�UHLQWURGXFHG�DV�&RQVWLWXWLRQ� ���UG$PHQGPHQW�� %LOO� ����� LQ� WKH� 3DUOLDPHQW� ZLWK� WKH� IROORZLQJ�SURYLVLRQV�x $IWHU� $UWLFOH� ��� RI� WKH� &RQVWLWXWLRQ�� WKH� IROORZLQJ� $UWLFOH�VKDOO�EH�LQVHUWHG�QDPHO\�³���$�� 7KH� VWDWH� VKDOO� SURYLGH� IUHH� DQG� FRPSXOVRU\�HGXFDWLRQ� WR� DOO� FKLOGUHQ� RI� WKH� DJH� RI� � ���� \HDUV� LQ� VXFK�PDQQHU�DV�WKH�6WDWH�PD\��E\�ODZ��GHWHU PLQH�´x )RU� $UWLFOH� ��� RI� WKH� &RQVWLWXWLRQ�� WKH� IROORZLQJ� VKDOO� EH�VXEVWLWXWHG��QDPHO\�
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³����7KH�6WDWH� VKDOO� HQGHDYRXU� WR�SURYLGH�HDUO\� FKLOGKRRG�FDUH�DQG�HGXFDWLRQ� IRU� DOO� FKLOGUHQ�XQWLO� WKH\�FRPSOHWH� WKH�DJH�RI���\HDUV�´x ,Q� $UWLFOH� ���$� RI� WKH� &RQVWLWXWLRQ�� DIWHU� FODXVH� �M��� WKH�IROORZLQJ�FODXVH�VKDOO�EH�DGGHG��QDPHO\�³�N��:KR� LV� D� SDUHQW� RU� JXDUGLDQ� WR� SURYLGH� RSSRUWXQLWLHV�IRU� HGXFDWLRQ� WR� KLV� FKLOG� RU� DV� WKH� FDVH� PD\� EH�� ZDUG��EHWZHHQ�WKH�DJH�RI���DQG����\HDUV�´
7KH�&RQVWLWXWLRQ���UG $PHQGPHQW�%LOO��������ZDV�GLVFXVVHG�DQG�SDVVHG�E\�XQDQLPRXV�YRWH�LQ�WKH�/RN�6DEKD�RQ��� WK 1RYHPEHU������DQG�E\�WKH�5DM\D�6DEKD�RQ� ��WK 0D\�� ������ � ,W� DJDLQ� ZHQW� EDFN� WR� WKH� /RN� 6DEKD� IRU� DSSURYDO� RI� WKH�FODXVHV�WR�DPHQG�WKH�GDWH�RI�WKH�%LOO�WR������
$FFRUGLQJ� WR� $UWLFOH� ���� RI� WKH� &RQVWLWXWLRQ�� WKHUH� ZDV� QR� QHHG� IRU�UDWLILFDWLRQ�E\�WKH�VWDWH�OHJLVODWXUHV��$IWHU�WKH�%LOO�UHFHLYHG�WKH�3UHVLGHQW¶V�DVVHQW��LW�EHFDPH�WKH���WK &RQVWLWXWLRQ�$PHQGPHQW�$FW��,W�QRZ�UHPDLQV�IRU�WKH�µ6WDWH¶�WR�GHWHUPLQH�µE\�ODZ¶��DV�UHTXLUHG�E\�WKH�QHZ $UWLFOH���$��WKH�PDQQHU�LQ�ZKLFK�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�LV�WR�EH�SURYLGHG�WR�DOO�FKLOGUHQ�LQ�WKH�� ����DJH�JURXS���7KH�QHZ�ODZ��DV�UHFRPPHQGHG�E\�WKH�3DUOLDPHQWDU\�6WDQGLQJ�&RPPLWWHH��VKDOO�EH�D�FHQWUDO�OHJLVODWLRQ�� �,W�LV�DQWLFLSDWHG�WKDW�WKLV�VKDO O�EH�WKH�ILUVW�FHQWUDO�OHJLVODWLRQ�RQ�HOHPHQWDU\�HGXFDWLRQ���
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6HFWLRQ�,9
)ROORZ�XS�/HJLVODWLRQ�WR�WKH�)XQGDPHQWDO�5LJKW�WR�(GXFDWLRQ

$V�QRWHG�DW� WKH�RXWVHW��$UWLFOH��� �$�VWDWHG�� �³7KH�6WDWH�VKDOO�SURYLGH�IUHH�DQG� FRPSXOVRU\� HGXFDWLRQ� WR� DOO� FKLOGUHQ�RI� WKH� DJH� RI� VL[� WR� IRXUWHHQ� \HDUV� LQ�VXFK� PDQQHU� DV� WKH 6WDWH� PD\�� E\� ODZ�� GHWHUPLQH´�� 7KH� DPHQGPHQW� LWVHOI��WKHUHIRUH�� SODFHV� WKH� RQXV� RI� WKH� SURYLVLRQ� RI� WKLV� ULJKW� RQWR� D� IROORZ �XS�OHJLVODWLRQ��ZKLFK�ZLOO��LQ�PDQ\�ZD\V��VKDSH�WKH�IXWXUH�RI�,QGLDQ�(GXF DWLRQ�
7KH�TXHVWLRQ�EHIRUH�WKH�FRXQWU\�DW�WKLV�MXQFWXUH�LV� ± KRZ�VKRXOG�WKH�ODZ�EH�IUDPHG�LQ�RUGHU�IRU�LW�WR�HQVXUH�WKDW�HYHU\�FKLOG��� ����\HDUV��LV�DEOH�WR�DYDLO�RI�WKH�ULJKW�WR�HGXFDWLRQ"
$V� VWDWHG� HDUOLHU�� WKHUH� DUH� DOUHDG\� PDQ\� FRPSXOVRU\� HGXFDWLRQ� $FW V� LQ�,QGLD��,I�DQ\WKLQJ�LV�PLVVLQJ��LW�LV�WKH�ZLOO�WR�DFFRUG�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ�IRU�DOO�FKLOGUHQ�D�JUHDWHU�SULRULW\�DQG�PRUH�IXQGLQJ�WKDQ�VRPH�RI�WKH�RWKHU�FODLPV�RQ�WKH�OLPLWHG�H[FKHTXHU���1HYHUWKHOHVV��WKH�TXHVWLRQV�DULVH��:K\�VKRXOG�WKHUH�EH� D�QHHG�WR�SUHSDUH�QHZ OHJLVODWLRQ"��:K\�GR�RXU�H[LVWLQJ�&RPSXOVRU\�(GXFDWLRQ�$FWV�QR�ORQJHU�VHUYH�WKH�SXUSRVH"�:K\�GRHV�D�QHZ�FHQWUDO�OHJLVODWLRQ�QHHG�WR�EH�IUDPHG�LQ� RUGHU� WR� GHWHUPLQH� KRZ� WKH� ULJKW� WR� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ� LV� WR� EH�GHOLYHUHG� WR� DOO� FKLOGUHQ�EHWZHHQ� WKH� DJHV�RI�� ����\HDUV"�6RPH� LVVXHV�� WKDW�PD\�QHHG�WR�EH�DGGUHVVHG�LQ�WKH�IUDPLQJ�RI�WKLV�QHZ�OHJLVODWLRQ�DUH�SUHVHQWHG�KHUH��

7KH�1HHG�IRU�D�1HZ�&HQWUDO�/HJLVODWLRQ
0RVW�RI�WKH�FXUUHQW�$FWV�LQ�IRUFH�IRU�FRPSXOVRU\�HGXFDWLRQ�ZHUH�GUDIW HG�LQ�WKH� ����V� DQG�ZHUH�DSSOLFDEOH� WR� WKDW� SHULRG�� �$�QXPEHU�RI�FKDQJHV�KDYH� WDNHQ�SODFH� VLQFH� WKHQ�� LQFOXGLQJ� DPHQGPHQWV� WR� WKH� &RQVWLWXWLRQ� RI� ,QGLD�� DQG�FRPPLWPHQW� WR� WKH� LQWHUQDWLRQDO� WUHDWLHV� DQG� IRUXPV� WKDW� KDYH� LQ�HIIHFW� FKDQJHG�
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WKH� µRSHUDWLQJ� V\VWHP¶� LQ� ZKLFK�� WKHVH� DFWV� ZLOO� QRZ� KDYH� WR� EH� LPSOHPHQWHG��5HFHQW�\HDUV� KDYH�DOVR� VHHQ� WKH�HPHUJHQFH�RI�D�FLYLO�VRFLHW\� WKDW� UHFRJQL]HV� WKH�QHHG�IRU�D�PRUH�HJDOLWDULDQ�VRFLHW\�DQG�LV�YRFDO� LQ� WU\LQJ� WR�VHFXUH�ULJKWV�IRU� WKH�GLVDGYDQWDJHG��
3HUKDSV�VXFK�FKDQJHV�FRXOG�DOVR�EH�DFFRPPRGDWHG�WKURXJK�WKH�IUDPLQJ�RI�D�QHZ�6WDWH�OHJLVODWLRQ�� ,QGHHG�� WKH�&RQIHUHQFH�RI�6WDWH�(GXFDWLRQ�0LQLVWHUV�DQG�6WDWH�(GXFDWLRQ� 6HFUHWDULHV�� � �6DLNLD�&RPPLWWHH���DIWHU� FRQVLGHULQJ� WKH�PDWWHU� LQ�GHWDLO�� UHFRPPHQGHG�� LQ� LWV� UHSRUW� GDWHG� -DQXDU\ ���� ����� WKXV�� �,Q� D� GLYHUVH�IHGHUDO� SROLW\� VXFK� DV� RXUV� DQG� ZLWK� WKH� 6WDWH� EHLQJ� WKH� PDLQ� SURYLGHU� RI�HOHPHQWDU\� HGXFDWLRQ�� WKHUH� LV� QR� QHHG� WR� HQDFW� D� &HQWUDO� /HJLVODWLRQ� PDNLQJ�HOHPHQWDU\� HGXFDWLRQ� FRPSXOVRU\�� 6WDWHV� VKRXOG� HLWKHU� DPHQG� WKHLU H[LVWLQJ�OHJLVODWLRQ�RU�HQDFW�IUHVK�OHJLVODWLRQ� WR�JLYH�HIIHFW�WR�WKH�SURSRVHG�&RQVWLWXWLRQDO�DPHQGPHQWV���
+RZHYHU��WKH�'HSDUWPHQWDO�3DUOLDPHQWDU\�6WDQGLQJ�&RPPLWWHH� ± WR�ZKLFK�WKH�&RQVWLWXWLRQ���UG $PHQGPHQW�%LOO�ZDV�UHIHUUHG�� � �DIWHU�KDYLQJ�EHHQ�WDE OHG�LQ�WKH� 5DM\D� 6DEKD��� LQ� ����� DQG� ZKLFK� UHWXUQHG� WKH� %LOO� IRU� UHGUDIWLQJ� DQG� IRU�DFFRPPRGDWLQJ�VRPH�RI�LWV�UHFRPPHQGDWLRQV� ± ZDV�LQ�IDYRXU�RI�³QRW�OHDYLQJ�WRR�PXFK�WR�WKH�VWDWHV´�DQG�KDG�UHFRPPHQGHG�WKH�IUDPLQJ�RI�&HQWUDO�/HJLVODWLRQ���
$�IHZ�RWKHU�FRQVLGHUDWLRQV�WKDW�XSKROG�WKH�QHHG�IRU�D�QHZ�OHJLVODWLRQ�DOVR�GHVHUYH�DWWHQWLRQ��VRPH�RI�ZKLFK�DUH�DV�IROORZV�

�� &RQFXUUHQW�6WDWXV�RI�(GXFDWLRQ
,W� LV� RQO\� VLQFH� ����� WKDW� HGXFDWLRQ� DW� WKH� VFKRRO� OHYHO� KDV� EHHQ� RQ� WKH�µ&RQFXUUHQW�OLVW¶�L�H��WKH�OLVW�RI�VXEMHF WV�LQ�WKH�&RQVWLWXWLRQ�RI�,QGLD�RQ�ZKLFK�ERWK�WKH� &HQWUH� DQG� WKH� 6WDWH�*RYHUQPHQWV� FDQ� OHJLVODWH�� �:KHQ� WKH� &RQVWLWXWLRQ� RI�,QGLD� KDG� FRPH� LQWR� EHLQJ�� HGXFDWLRQ� ZDV� D� µVWDWH¶� VXEMHFW�� � ,Q� ������ LW� ZDV�WUDQVIHUUHG� RQWR� WKH� &RQFXUUHQW� /LVW�� ZKLFK� LPSOLHG� WKD W�� LQ� FDVH� WKH� 6WDWH� ODZV�
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GLIIHUHG� IURP� WKH� FHQWUDO� OHJLVODWLRQ�� WKH� ODZV� RI� WKH� &HQWUH� ZRXOG� SUHYDLO���7KHUHIRUH��EHIRUH�������RQO\�VWDWH�ODZV�H[LVWHG�IRU�WKH�SURYLVLRQ�DQG�JRYHUQDQFH�RI� PDVV� HGXFDWLRQ� DQG� HYHQ� WRGD\�� LQ� WKH� DEVHQFH� RI� DQ\� FHQWUDO� OHJLVOD WLRQ�� LW�UHPDLQV�IRU�HDFK�VWDWH�WR�GHFLGH�ZKHWKHU�RU�QRW�LW�QHHGV��D�FRPSXOVRU\�HGXFDWLRQ�DFW� RU� WR� GHFLGH� ZKHWKHU� RU� QRW� LW� ZLOO� HQIRUFH� LW�� � $OO� SUHYLRXV� OHJLVODWLRQ� RQ�FRPSXOVRU\�HGXFDWLRQ�LQ�,QGLD�ZDV�DW�6WDWH�OHYHO��$V�WKLQJV�VWDQG��DOPRVW�KDOI�WKH�6WDWHV�DQG�87V�KDYH�QRW�HYHQ�SDVVHG�DQ\�VXFK� ODZV�� � ,Q�IDFW�� WKHUH� LV��VR�IDU��QR�FRQFXUUHQW�OHJLVODWLRQ�LQ�VFKRRO�HGXFDWLRQ��WKRXJK��LW�KDV�EHHQ�SRVVLEOH�VLQFH������IRU�WKH�8QLRQ�*RYHUQPHQW�WR�SDVV�D�&HQWUDO�OHJLVODWLRQ�RQ�WKH�VXEMHFW���
�� &HQWUDO�OHJLVODWLRQ�DQG�3DQFKD\DWL�5DM�,QVWLWXWLRQV�

7KH� ��UG DQG���WK &RQVWLWXWLRQDO�$PHQGPHQWV�KDYH�� VLQFH�������SURYLGHG�IRU�GHFHQWUDOLVDWLRQ�RI�SRZHUV�DQG�UHVSRQVLELOLWLHV�WR�D�WKLUG �WLHU�RI�3DQFKD\DWL�5DM�ERGLHV�� DQG� DV� VXFK�� KDYH� DGGHG� D� QHZ� FKDSWHU� WR� WKH� SURFHVV� R I� GHPRFUDWLF�GHFHQWUDOLVDWLRQ� LQ� ,QGLD��7KH� EDVLF� IXQFWLRQ� RI� GHPRFUDWLF�GHFHQWUDOLVDWLRQ� LV� WR�HQVXUH� WKDW� GHYHORSPHQW� SODQQLQJ� LV� PDGH� PRUH� UHVSRQVLYH� DQG� DGDSWDEOH� WR�UHJLRQDO�DQG�ORFDO�QHHGV�RI�WKH�SRSXODWLRQ��
(GXFDWLRQ� LV� RQH� RI� WKH� VXEMHFWV� WKDW� KDY H� EHHQ� UHFRPPHQGHG� LQ� WKH�HOHYHQWK� DQG� WZHOIWK� VFKHGXOHV� RI� WKH� �� UG DQG� WKH� ��WK $PHQGPHQWV� WR� WKH�&RQVWLWXWLRQ�IRU� WUDQVIHU�WR�WKH�3DQFKD\DWL�5DM�,QVWLWXWLRQV��,W�PD\�EH�DQWLFLSDWHG��WKHUHIRUH�� WKDW� RQFH� WKH� VWDWHV� KDYH� FRPSOHWHG� WKH� WDVN� RI� GHYROYLQJ� SR ZHU� DQG�UHVSRQVLELOLWLHV� WR� WKH� WKLUG� WLHU�RI�JRYHUQDQFH�� WKH� LPSOHPHQWLQJ� DJHQFLHV�RI� WKH�IXQGDPHQWDO�ULJKW�RI�WKH�FKLOG�WR�HGXFDWLRQ��LQ�WKH�6WDWHV��ZRXOG�EH�WKH�3DQFKD\DWL�5DM� LQVWLWXWLRQV�� 7KH� H[SHULHQFH� RI� WKH� VWDWHV�� LQ� WKH� PDWWHU� RI� GHYROXWLRQ� RI�SRZHUV��KDV�UDWKHU�EHHQ�VORZ��2Q�WKH�RWKHU�KDQG��VRPH�VWDWHV��QRWDEO\�$QGKUD�DQG�.DUQDWDND�� KDYH� HQDFWHG� QHZ� OHJLVODWLRQV� JLYLQJ� SRZHU� WR� SDUHQWV� LQ� VFKRROV��WKURXJK�WKH�IRUPDWLRQ�RI�6FKRRO�0DQDJHPHQW�DQG�'HYHORSPHQW�FRPPLWWHHV���
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:LWK�WKH���UG DQG���WK $PHQGPHQWV��KRZHYHU��ZKLOH�RQ�WKH�RQH�KDQG��LW�KDV�EHFRPH� SRVVLEOH� IRU� WKH� &HQWUDO� *RYHUQPHQW� WR� OHJLVODWH� RQ� HOHPHQWDU\� DQG�VHFRQGDU\�HGXFDWLRQ��RQ� WKH�RWKHU�KDQG�� WKH� SRZHUV�DQG� IXQFWLRQV�RI�3DQFKD\DWL�5DM�LQVWLWXWLRQV�KDYH�EHFRPH�VXEMHFWV�RYHU�ZKLFK�RQO\�WK H�6WDWH�JRYHUQPHQWV�FDQ�OHJLVODWH�� � ,V� WKH�&HQWUH�� WKHUHIRUH��DQ\�FORVHU�WR�µOHJLVODWLQJ¶�RQ�ZKDW�KDSSHQV� LQ�VFKRRO�HGXFDWLRQ�DW�WKH�JURXQG�OHYHO"�&DQ�RQH�HQVXUH�WKDW�WKH�6WDWH�*RYHUQPHQWV�ZLOO�QRW� MXVW�SDVV�RQ� WKH� UHVSRQVLELOLW\�IRU� LPSOHPHQWDWLRQ�RI� WKLV ULJKW�RQ� WR� WKH�WKLUG� WLHU� RI� JRYHUQDQFH�� ZLWKRXW� VXLWDEO\� HTXLSSLQJ� WKHP� WR� FDUU\� RXW� WKHLU�UHVSRQVLELOLWLHV"� � +RZ� GRHV� RQH�PDQGDWH� WKH� WUDQVIHU� RI� ILVFDO� UHVRXUFHV� WR� WKH�3DQFKD\DWL�5DM�ERGLHV�LQ�RUGHU�IRU�WKHP�WR�FDUU\�RXW�WKHLU�UHVSRQVLELOLWLHV"�
�� 3HRSOH¶V�'HPDQG�IRU�(GXFDWLRQ

7KH�EHOLHI��WKDW�WKH�SHRSOH�GR�QRW�ZDQW�WR�VHQG�WKHLU�FKLOGUHQ�WR�VFKRROV��RU�WKDW� WKH\�GR�QRW�ZDQW� HGXFDWLRQ�� KDV�QRZ�EHHQ�DFFHSWHG�E\�PRVW�DV� MXVW�D�P\WK��2QFH�� LW� LV� DFFHSWHG� WKDW� WKH� SHRSOH�ZDQW� HGXFDWLRQ�� LW� IROORZV� WKDW� W KH\� GR� QRW�QHHG� WR� EH� IRUFHG� WR� VHQG� WKHLU� ER\V� WR� VFKRROV�� 7KHUHIRUH�� LQ� WKLV� FKDQJHG�SHUVSHFWLYH��ZKDW�VKRXOG�EH�WKH�UROH�RI�OHJLVODWLRQ�DLPHG�DW�SURWHFWLQJ�WKH�FKLOG¶V�ULJKW�WR�HGXFDWLRQ"��:RXOG�WKH�ODZ�QHHG�WR�SXQLVK�WUXDQF\"�
:KDW�LI�VRPH�SDUHQWV�IURP EDFNZDUG�FRPPXQLWLHV�GR�QRW�ZDQW�WR�VHQG�WKHLU�WHHQDJHG�GDXJKWHUV� WR� VFKRRO"� � �:KDW�ZRXOG�RQH� UHFRJQLVH� LQ� VXFK�D�FDVH� ± WKH�ULJKW� RI� WKH� SDUHQWV� WR� EH� FRQFHUQHG� IRU� WKHLU� GDXJKWHUV� RU� WKH� FKLOG¶V� ULJKW� WR�HGXFDWLRQ"� +RZ� ZRXOG� RQH� FKDUJH� WKH� 6WDWH� ZLWK� WK H� GXW\� WR� PDNH� HGXFDWLRQ�SRVVLEOH�IRU�VXFK�D�JLUO�FKLOG� ± HYHQ�LI�LW�LV�ZDQWHG�QHLWKHU�E\�WKH�SDUHQWV�QRU�WKH�FKLOG"�
$W� WKH� VDPH� WLPH�� WKHUH� LV� DOVR�D�QHHG�WR� UHFRJQLVH�WKDW� IRU�PDQ\� UHDVRQV�VRPH�SDUHQWV�PD\�QRW�EH� DEOH WR�VHQG�WKHLU�FKLOGUHQ�WR�VFKRROV�� 7KH\�PD\�QHHG�WR�EH� VXSSRUWHG� LQ� YDULRXV�ZD\V� WR� EH� DEOH� WR� HQURO� LQ� D� VFKRRO�� DWWHQG� WKH� VFKRRO�UHJXODUO\�DQG�EH�DEOH�WR�LPELEH�HGXFDWLRQ�XS�WR�WKH�HOHPHQWDU\�OHYHO���+RZ�FDQ�WKH�
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ODZV��PDGH�WR�SURWHFW�WKH�ULJKW�RI�WKH�FKLOG�WR�HGXFDWLRQ��DOVR�EH�PDGH�VHQV LWLYH�WR�WKLV�UHDOLW\"�+RZ�FDQ�ODZV�PDNH�HGXFDWLRQ�SRVVLEOH�IRU�VXFK�FKLOGUHQ"��
��� 'HPDQG IRU�(GXFDWLRQ�RI�6DWLVIDFWRU\�4XDOLW\

,W� LV� VDLG� WKDW� HGXFDWLRQ� PXVW� EH� RI� VDWLVIDFWRU\� TXDOLW\�� 2QO\� ZKHQ�HGXFDWLRQ�VDWLVILHV�TXDOLW\��ZRXOG�SHRSOH�EH�ZLOOLQJ�WR�S D\�WKH�RSSRUWXQLW\�FRVW�RI�VHQGLQJ�WKHLU�FKLOGUHQ�WR�VFKRROV���/RJLFDOO\��UHFRJQLWLRQ�RI�WKH�ULJKW�RI�WKH�FKLOG�WR�HGXFDWLRQ�DQG�RI�WKH�SRSXODU�GHPDQG�IRU�HGXFDWLRQ�DOVR�LPSOLFLWO\�UHFRJQL]HV�WKDW�WKH�HGXFDWLRQ�SURYLGHG�PXVW�EH�WKH�NLQG�RI�HGXFDWLRQ�WKDW�W KH�SHRSOH�ZRXOG�ZDQW�IRU�WKHLU�FKLOGUHQ���7KH�1DWLRQDO�3ROLF\�RQ�(GXFDWLRQ��������UHVROYHG��³,W�VKDOO�EH�HQVXUHG�WKDW�IUHH�DQG�FRPSXOVRU\�HGXFDWLRQ� RI�VDWLVIDFWRU\�TXDOLW\ LV�SURYLGHG�WR�DOO�FKLOGUHQ�XS�WR����\HDUV�RI�DJH�EHIRUH�ZH�HQWHU� WKH� WZHQW\ �ILUVW�FHQWXU\´�� �:H�ZLOO�DOO�DJUHH�WKDW�LW�LV�WLPH�WR�UHGHHP�WKDW�UHVROYH��%XW�WKH�TXHVWLRQ�LV� ± +RZ�WR�GR�LW"��
�� 5DWLILFDWLRQ�RI�&RQYHQWLRQ�RQ�5LJKWV�RI�WKH�&KLOG�������

,QGLD�KDV�DOVR�UDWLILHG�WKH�&RQYHQWLRQ�RQ�WKH�5LJKWV�RI�WKH�&KLOG�DQG�LV�QRZ�FRPPLWWHG� WR� D� SURJUHVVLYH� FKDQJH� LQ� LWV� OHJLVODWLRQ� LQ� OLQH� ZLWK� WKH� UDWLILHG�FRQYHQWLRQ��$W�WKH�LQWHUQDWLRQDO�PHHWV�DW�-RPWLHQ��������DQG�'DNDU���������,QGLD�FRPPLWWHG�LWVHOI�WR�WKH�DFKLHYHPHQW�RI�WKH�JRDO�RI�HGXFDWLRQ�IRU�DOO���,W�LV�H[SHFWHG�WKDW� WKH� SULQFLSOHV� DQG WKH� VSLULW� RI� WKHVH� LQWHUQDWLRQDO� WUHDWLVHV� DQG�GHFODUDWLRQV�ZRXOG� EH� UHIOHFWHG� LQ� WKH� OHJLVODWLRQ� RI� VXFK� LPSRUWDQFH� DV� WKH� IROORZ �XS�OHJLVODWLRQ�WR�WKH�)XQGDPHQWDO�5LJKW�WR�HGXFDWLRQ��ZKLFK�PD\�LQFLGHQWDOO\�DOVR�EH�WKH�ILUVW�&HQWUDO�OHJLVODWLRQ�LQ�HOHPHQWDU\�HGXFDWLRQ���
�� 3DUOLDPHQWDU\�6WDQGLQJ�&RPPLWWHH��+5'��5HFRPPHQGDWLRQV

7KH� 'HSDUWPHQW�5HODWHG� 3DUOLDPHQWDU\� 6WDQGLQJ� &RPPLWWHH� RQ� +XPDQ�5HVRXUFH�'HYHORSPHQW�WKDW�KDG�FRQVLGHUHG�WKH�&RQVWLWXWLRQ��� UG $PHQGPHQW�%LOO�DQG� KDG� UHWXUQHG� LW� IRU� UHGUDIWLQJ� DQG� IRU� DFFRPPRGDWLQJ� VRPH� RI� LWV�
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UHFRPPHQGDWLRQV��LQ�1RYHPEHU�������KDG�PDGH�VRPH�UHFRPPHQGDWLRQV�WKDW�KDYH��EHDULQJ�RQ�WKH�IROORZ�XS�OHJLVODWLRQ��
�� )ROORZ�XS�OHJLVODWLRQ��&HQWUDO��6NHOHWDO

7KH�PRVW�VLJQLILFDQW�UHFRPPHQGDWLRQ��LQ�WKLV�FRQWH[W��ZDV��DV�VWDWH G�HDUOLHU��UHJDUGLQJ� WKH� QHHG� WR� IUDPH� D� &HQWUDO OHJLVODWLRQ�� ,W� KDG� UHFRPPHQGHG� WKDW� WKH�FHQWUDO�OHJLVODWLRQ�VKRXOG�EH�VLPSOH��LW�VKRXOG�EH�VNHOHWDO��DQG�LW�VKRXOG�LQGLFDWH�WKH�&HQWUDO�6KDUH�LQ�WKH�ILQDQFLDO�EXUGHQ��7KH�FRPPLWWHH�KDG�VDLG��
³$IWHU� D� WKRURXJK� GLVFXVVLRQ� LQ� WKH�PDWWHU�� WKH�&RPPLWWHH� IHHOV� WKDW� WKH�&HQWUH�VKRXOG�QRW� OHDYH�HYHU\WKLQJ� WR� WKH�6WDWHV��7KH�&HQWUH�FRXOG�PDNH�RQH� VLPSOH� OHJLVODWLRQ� ZLWK� VRPH� VNHOHWDO� IUDPHZRUN� ZKLFK� PD\� DOVR�LQGLFDWH� WKH� &HQWUDO� VKDUH� LQ� WKH� ILQDQFLDO� EXUGHQ�� 7KH� GHWDLOV� FDQ� EH�IRUPXODWHG�E\� WKH� UHVSHFWLYH�6WDWHV�DFFRUGLQJ� WR� WKHLU� UHTXLUHPHQWV��7KH�&HQWUDO�*RYHUQPHQW�PD\�� WKHUHIRUH�� FRQVLGHU�ZRUNLQJ� RXW� WKH� QHFHVVDU\�OHJLVODWLRQ´���3DUD�������� 3HQDO�SURYLVLRQ�RQ�SDUHQWV�WR�EH�DYRLGHG�7KH�FRPPLWWHH�PDGH�VSHFLILF� PHQWLRQ�RI�WKH�QHHG�WR�DYRLG�D�SURYLVLRQ�IRU��SHQDOW\� �RQ�SDUHQWV� LQ� WKH� IROORZ�XS�OHJLVODWLRQ��&RPSXOVLRQ��WKH�FRPPLWWHH�IHOW��ZDV�RQ�WKH�6WDWH�*RYHUQPHQWV�WR�SURYLGH�IRU�HVVHQWLDO�IDFLOLWLHV���,W�ZDV�RI�WKH�YLHZ�WKDW�VRPH�SDUHQWV�PD\�EH�WRR�SRRU�WR�VHQG� WKHLU�FKLOGUHQ�WR�VFKRRO��7R�TXRWH�
³7KH�&RPPLWWHH�VWURQJO\�GHVLUHV�WKDW�VXFK�SHQDO�SURYLVLRQV�RQ�WKH�SDUHQWV�VKRXOG�EH�DYRLGHG�LQ�WKH�IROORZ �XS�OHJLVODWLRQ�WR�EH�PDGH��7KH�&HQWUH�PD\�PDNH�QHFHVVDU\�SURYLVLRQ�WR�WKLV�HIIHFW�HLWKHU�LQ� WKH�IROORZ�XS�OHJLVODW LRQ�RU�LQ�WKH�JXLGHOLQHV�WKDW�PD\�EH�LVVXHG�WR�WKH�6WDWHV��7KH�&RPPLWWHH�IHHOV�WKDW�FRPSXOVLRQ�VKRXOG�EH�RQ�6WDWH�*RYHUQPHQWV� WR�SURYLGH�IRU�HVVHQWLDO�IDFLOLWLHV� IRU� 8((� UDWKHU� WKDQ� RQ� WKH� SDUHQWV�� PDMRULW\� RI� ZKRP� DUH�VWUXJJOLQJ�IRU�WKHLU�VXUYLYDO�´��3DUD ������
7KXV�RQH�PD\�QRWH�WKDW�WKH�FRPPLWWHH�LV�FOHDU�WKDW�VRPH�DFWLRQ�QHHGV�WR�EH�WDNHQ��EXW�LW�LV�QRW�WKH�SHQDO DFWLRQ�EXW�VXSSRUWLYH DFWLRQ�WKDW�LV�QHHGHG�LQ�WKH�FDVH�RI�SDUHQWV�ZKR�DUH�QRW�DEOH�WR�VHQG�WKHLU�FKLOGUHQ�WR�VFKRRO��
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$SDUW�IURP�WKH�DERYH� WZR�VSHFLILF�GLUHFWLRQV�IRU�WKH�IROORZ�XS�OHJLVODWLRQ��VRPH�RI�WKH�RWKHU�UHFRPPHQGDWLRQV�RI�WKH�3DUOLDPHQWDU\�6WDQGLQJ�&RPPLWWHH�DOVR�KDYH�D�PHVVDJH�IRU�WKH�IROORZ�XS�OHJLVODWLRQ��7KH�FRPPLWWHH�UHFRPPHQGHG��R (PSKDVL]H�TXDOLW\�DQG�LPSURYH�FDSDFLWLHV�RI�WHDF KHUV�������R )LQG� ZD\V� DQG� PHDQV� WR� IDFH� FKDOOHQJHV� IURP� OLWLJDWLRQ� WR� IROORZ� WKH�MXVWLFLDEOH�ULJKW�WR�HGXFDWLRQ�������R )RUPDO�FHUWLILFDWLRQ�DIWHU�WKH�� WK FODVV�������R )UHH� HGXFDWLRQ� VKRXOG� DOVR� LQFOXGH� YDULRXV� RWKHU� FRPSRQHQWV� VXFK� DV�WH[W�ERRNV�� VWDWLRQHU\��XQLIRUP��RQH�PHDO� DQG� WUDQVSRUWDWLRQ��ZKHUHYHU�QHFHVVDU\�HWF��������R $GPLQLVWUDWLYH�UHVSRQVLELOLW\�VKRXOG�EH�OHIW�WR�VWDWHV�IRU�LPSOHPHQWDWLRQ�DFFRUGLQJ�WR�WKHLU�FRQYHQLHQFH���������R 'LUHFWLYH�SULQFLSOHV�WR�EH�IROORZHG��ZKHUHYHU�SRVVLEOH��������
:KDW�6KRXOG�WKH�/DZ�'HWHUPLQH"�

5HWXUQLQJ�WR�WKH�PDLQ�TXHVWLRQ�� ± KRZ�VKRXOG�WKH�ODZ�EH�IUDPHG�LQ�RUGHU�IRU� LW� WR� HQVXUH� WKDW� HYHU\� FKLOG� LV� DVVXUHG� RI� WKH� ULJKW� WR� HGXFDWLRQ � WKH�DWWHPSW� VR� IDU� KDV� EHHQ� WR� SURYLGH� D� EDFNJURXQG� WR� WKLV� H[HUFLVH�� &RPSXOVRU\�HGXFDWLRQ�LV�D�PHDQV�RI�VDIHJXDUGLQJ�WKH�FKLOG¶V�ULJKW�WR�HGXFDWLRQ��7KH�H[SHULHQFH�RI� LPSOHPHQWLQJ� ODZV� IRU� FRPSXOVRU\�HGXFDWLRQ� LQ� ,QGLD� LQ� WKH�SDVW�FHQWXU\�KDV�VHUYHG� WR� VKRZ� WKDW� WKHUH� KDV� EHHQ� OLWWOH� DSSUHFLDWLRQ� RI� WKH� QHHG� WR� DFFRUG� D�SULRULW\�VWDWXV� WR PDVV�HGXFDWLRQ��1HYHUWKHOHVV��D�QHZ�EHJLQQLQJ�DSSHDUV�WR�KDYH�EHHQ�PDGH�ZLWK�D�XQDQLPRXV�GHFLVLRQ� LQ�ERWK�KRXVHV�RI� WKH�3DUOLDPHQW� WR�SODFH�WKH� ULJKW� WR� IUHH� DQG� FRPSXOVRU\� HGXFDWLRQ� RQ� WR� WKH� OLVW� RI� IXQGDPHQWDO� ULJKWV��2WKHU�UHFHQW�GHYHORSPHQWV�DOVR�SUH VHQW�D�QHZ�IUDPHZRUN�RI�SROLW\�DQG�VRFLHW\��
7KH� WDVN� EHIRUH� XV� QRZ� EHFRPHV� RQH� RI� UHFRJQLWLRQ� RI� DOO� WKHVH� QHZ�FRQFHSWV�DQG�GHYHORSPHQWV��RI�LPELELQJ�DOO�WKH�EDVLF�SULQFLSOHV�XQGHUO\LQJ�KXPDQ�ULJKWV��FKLOG�ULJKWV��ULJKWV�RI�SDUWLFLSDWLRQ��FRQVWLWXWLRQDO� JXDUDQWHHV�HWF��RI�WDNLQJ�
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LQWR�FRQVLGHUDWLRQ�DQG�DFFHSWLQJ�DOO� WKH�UHDOLWLHV�RI�KXPDQ�JUHHG��VHOILVKQHVV�DQG�IDLOLQJV�� DQG� ZHDYLQJ� WKHP�� DORQJ� ZLWK� RXU� FRQFHSW� RI� JRRG� HGXFDWLRQ�� LQWR� D�VWURQJ�IDEULF�WKDW�ZLOO�VHUYH�IRU�PDQ\�\HDUV�WR�SURYLGH�HYHU\�FKLOG�ZL WK�WKH�DELOLW\�WR�VXFFHVVIXOO\�QHJRWLDWH�LWV�ZRUOG�
,W� LV� D� WDOO� RUGHU�� EXW�� WKH� ILUVW� LVVXH�� WKDW� PXVW� EH� UHVROYHG�� LV� RQH� RI�SDUWLFLSDWLRQ�RI�WKH�FRPPXQLW\�DW�ODUJH��7KH�JUHDWHVW�EDUULHU�WR�SDUWLFLSDWLRQ�KHUH�LV�WKH� EHOLHI� DPRQJ� OD\PHQ� WKDW� ODZ�PDNLQJ� VKRXOG� EH� OHIW� WR� ODZ\HUV�� $� ORRN� DW�VRPH�RI�WKH�FRPSXOVRU\�HGXFDWLRQV�DFWV�FDQ�VKRZ�WKDW�WKHVH�DUH�EDVLFDOO\�GLYLGHG��OLNH� UHVHDUFK� UHSRUWV�� LQWR� IRXU� RU� ILYH�PDLQ� FRPSDUWPHQWV�� ,Q� IDFW� D� VWXG\� RI� D�IHZ�RI�WKHVH�DFWV�FDQ�VHUYH�WR�UHDVVXUH�PRVW�DFDGHP LFLDQV�WKDW�LQGHHG�WKH�DQDORJ\�ZLWK�D�UHVHDUFK�UHSRUW�PD\�QRW�EH�WRR�IDU�IHWFKHG���&RQWHQW �ZLVH��RQH�PD\�ILQG�WKH�IROORZLQJ�VHFWLRQV��� 7KH�3UHDPEOH��,QWURGXFWLRQ�WR�WKH�VWXG\��� 7KH�7LWOH�� 3XUSRVH�RI�WKH�$FW��� 6FRSH�RI�WKH�$FW��� 'HILQLWLRQV��2SHUDWLRQDO�GHILQLWLRQV�

�� 0DLQ�3URYLVLRQV��VSHFLILF�REMHFWLYHV��� +RZ�WKHVH�SURYLVLRQV�DUH�WR�EH�LPSOHPHQWHG��PHWKRGRORJ\��� &KHFNV�FURVV�FKHFNV��3UHFDXWLRQV���� 6RPH�URXWLQH�SURYLVLRQV���SRZHU�WR�PDNH�UXOHV�HWF������ 3HQDOWLHV�IRU�FRQWUDYHQWLRQ�RI�WKH�SURYLVLRQV�RI�WKH�DFW��
0RVW�RI�WKHVH�VHFWLRQV�QHHG�QRW�FRQFHUQ�XV�WKH�OD\PHQ��/D\PHQ��KRZHYHU��FDQ�DQG�VKRXOG�GHFLGH�ZKDW�PXVW�FRQVWLWXWH�WKH�0DLQ�3URYLVLRQV��DQG�KRZ�WKH\�DUH�WR�EH�LPSOHPHQWHG�VXFK�DV��IRU�H[DPSOH���³1R�IHH�VKDOO�EH�FKDUJHG�IURP�DQ\�FKLOG�
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IRU�DWWHQGLQJ�D�VFKRRO�PDLQWDLQHG�RXW�RI�SXEOLF�IXQGV´���7KH�OHJDO�GHSDUWPHQW�ZLOO�ODWHU�FRQYHUW�LW�LQWR�OHJDO�ODQJXDJH�VXFK�DV��� � ³1R�IHH�VKDOO�EH�OHYLHG�LQ�UHVSHFW�RI�DQ\�FKLOG�IRU�DWWHQGLQJ�DQ�DSSURYHG�VFKRRO�ZKLFK�LV�XQGHU�WKH�PDQDJHPHQW�RI�WKH�6WDWH�JRYHUQPHQW�RU�D�ORFDO�DXWKRULW\�´
+RZHYHU��HYHQ�EHIRUH�WKLV�VWDJH��WKHUH�LV�WKH�QHHG�WR�GHOLEHUDWH�RQ�PDQ\�D�WLFNOLVK�LVVXH�DQG�WKH�QXPEHU�RI�LVVXHV�WKDW�QHHG�WR�EH�FRQVLGHUHG�DUH�OLPLWHG�RQO\�E\�WKH�FDSDFLW\�WR�DQWLFLSDWH�HYHQWXDOLWLHV��$V�D�VWDUW��VRPH�RI�WKH�SRVVLEOH�LVVXHV�DUH�OLNH�WKRVH�SUHVHQWHG�EHORZ��

3RVVLEOH�,VVXHV, 5HODWHG�WR�)RUP�RI�/HJLVODWLRQ
x +RZ� ZLOO� D� &HQWUDO� OHJLVODWLRQ� GLIIHU� IURP� WKH� SUHVHQW� 6WDWH�OHJLVODWLRQV"x 6KRXOG� RQH� DOVR� SUHSDUH� D� 0RGHO� OHJLVODWLRQ� E\� &HQWUH� IRU� WKH�6WDWHV"x :KRP� VKRXOG� WKH� OHJLVODWLRQ� DGGUHVV��&HQWUH� WR� VWDWHV"�&KLOG� WR�µ6WDWH¶"x 6KRXOG� LW�EH�D� µ%DUH�ERQHV¶� W\SH�RI� OHJLVODWLRQ�RU�VKRXOG�LW�VSHOO�RXW�LQ�GHWDLO�ZKDW�KDV�WR�EH�SURYLGHG�DQG�KRZ"x :KRP� ZLOO� WKH� OHJLVODWLRQ� HPSRZHU� ± 7KH� FKLOG� �SDUHQW�� WR�GHPDQG� IDFLOLWLHV� IRU� HGXFDWLRQ� IURP� WKH� 6WDWH�� 7KH� 6WDWH� WR�FRPSHO� HYHU\� FKLOG� WR� DWWHQG� VFKRRO� �DQG� SDUHQW� WR� VHQG��� 7KH�&HQWUH� WR� FRPSHO� WKH� IHGHUDO� VWDWH� JRYHUQPHQWV�35� ERGLHV� WR�SURYLGH�IDFLOLWLHV�IRU�HGXFDWLRQ"x :LOO� WKH� OHJLVODWLRQ� EH� DSSOLFDEOH� WR� WKH� WKLUG� WLHU"� :KR� ZLOO�LPSOHPHQW� WKH� SURYLVLRQV� RI� WKH� OHJLVODWLRQ"� &DQ� &HQWUDO�OHJLVODWLRQ�EH�PDGH�IRU�WKH�WKLUG�WLHU�ERGLHV�WR�LPSOHPHQW",,��� 3UHDPEOH
x :KDW�VKRXOG�WKH�3UHDPEOH�VD\"

,,, ,VVXHV�5HODWHG�WR�6WDWHPHQW�RI�2EMHFWLYHV�
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DQG�6FRSH�RI�/HJLVODWLRQx :KDW�ZLOO�EH�WKH�DLPV�DQG�REMHFWLYHV�RI�WKH DFW"x 6KRXOG� WKH� OHJLVODWLRQ� UHVWULFW� LWVHOI� WR�� ����DJH�JURXS��$UWLFOH����$�RI�WKH�&RQVWLWXWLRQ��RU�LQFOXGH�(&&(��QHZ�$UWLFOH�����DQG�)XQGDPHQWDO�GXWLHV�RI�SDUHQWV��$UWLFOH��� �$�FODXVH�µN¶�"�x :KRP�VKRXOG�WKH� OHJLVODWLRQ�HPSRZHU"�7KH�SDUHQW� WR�GHPDQG�HGXFDWLRQ� IURP� WKH� µ6WDWH¶"� 2U� 7KH� µ6WDWH¶� WR� FRPSHO� HYHU\�SDUHQW� WR� VHQG� FKLOG� WR� VFKRRO"� 2U WKH� &HQWUH� WR� FRPSHO� WKH�IHGHUDO� VWDWH�JRYHUQPHQWV� WR� SURYLGH�HGXFDWLRQDO� IDFLOLWLHV�DQG�DWWHQGDQFH� DXWKRULWLHV"� � � +RZ� VKRXOG� WKLV� EH� UHIOHFWHG� LQ� WKH�$LPV�DQG�2EMHFWLYHV"�6HFRQGO\��KRZ�VKRXOG�WKLV�EH�GRQH"x :LOO� WKH� ULJKW� WR� HGXFDWLRQ� LQFOXGH� WKH� RSSRVLWH� ULJKW� ±QRW�EH�HGXFDWHG"�,I�QRW��ZKDW�ZLOO�EH�WKH�SHQDOW\�IRU�QRW�SDUWLFLSDWLQJ�LQ�DQ\�HGXFDWLRQDO�3URJUDPPH"x 5LJKW� RI� FKLOG� WR� HGXFDWLRQ�± RU� WR� µHGXFDWLRQ� RI� VDWLVIDFWRU\�TXDOLW\¶"�&DQ�RQH�PDNH�D�OHJLVODWLYH�SURYLVLRQ�IRU�TXDOLW\"x $UWLFOH� ��$� VWDWHV� WKDW� WKH� 6WDWH� VKDOO� SURYLGH� IUHH� DQG�FRPSXOVRU\� HGXFDWLRQ� WR� DOO� FKLOGUHQ� RI� WKH� DJH� RI� VL[� WR�IRXUWHHQ� \HDUV� LQ� VXFK� PDQQHU� DV� WKH� 6WDWH� PD\�� E\� ODZ��GHWHUPLQH�� � 6KRXOG� WKH� ODZ� GHWHUPLQH� KRZ� WKH� FKLOGUHQ� ZLOO�KDYH� WR� FRPH� WR� WKH� VFKRRO� RU�� VKRXOG� LW� GHWHUPLQH� WKH��µSURYLVLRQ¶�RI�LW��L�H��KRZ�WKH�VWDWH�VKDOO�µSURYLGH¶�IRU�HGXFDWLRQ��± L�H��KRZ�LW�VKDOO�FRPPLW�LWV�IXQGV�IRU�WKLV�SXUSRVH"��+RZ�WKHVH�IXQGV�VKDOO�EH�WUDQVIHUUHG�IURP�FHQWUH�WR�VWDWH�WR�WKLUG�WLHU�ERG\�WR�LQGLYLGXDO�VFKRROV"��,9 ,VVXHV�5HODWHG�WR�3URYLVLRQV�� ,VVXHV�RI�6FKRROLQJ�9V�(GXFDWLRQx ,V�µHGXFDWLRQ¶�RU�µVFKRROLQJ¶�EHLQJ�PDGH�FRPSXOVRU\"x :KDW� ZLOO� EH� FRPSXOVRU\"� 7R� DWWHQG� VFKRRO"� 7R� DWWDLQ� D�JLYHQ�OHYHO�RI�HGXFDWLRQ"�:KDW�VKRXOG�WKH�SURYLVLRQ�VD\"x :KDW� LV� WR�EH� WKH�SRVLWLRQ� UHJDUGLQJ� µDOWHUQDWLYH¶�VFKRROLQJ"�+RZ� ZLOO� IOH[LELOLW\� EH� LQFRUSRUDWHG�� ZKHUH� QHHGHG� E\� WKH�FKLOG"�
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x :KDW� LI� D� VWDWH�JRYHUQPHQW�ZHUH� WR� UHJLVWHU�HYHU\�FKLOG� LQ�D�µGLVWDQFH�HGXFDWLRQ¶�SURJUDPPH"��x :KDW�LI�WKH�VFKRRO�LV�XQUHFRJQLVHG"�:KDW�DERXW�FHUWDLQ�W\SHV�RI��µPDGDUVDV¶"x +RZ� ZLOO� PRQLWRULQJ� EH� GRQH� RI� ZKR� LV� JRLQJ� ZKHUH�� DQG�ZKLFK�FKLOG�LV�QRW�DWWHQGLQJ�VFKRRO"�x :KDW�DERXW�KRPH�WXWRULQJ"x +RZ� ZLOO� LW� EH� GHWHUPLQHG� WKDW� WKH� FKLOG� KDV� DWW DLQHG�HGXFDWLRQ�XS�WR�D�FHUWDLQ�OHYHO"�x 2Q�ZKRP�ZLOO�WKH�RQXV�OLH�± RQ�WKH�FKLOG�WR�SURYH�WKDW�KH�VKH�LV�UHFHLYLQJ�HGXFDWLRQ�RI�VDWLVIDFWRU\�VWDQGDUG��RU�RQ�WKH�6WDWH�WR� WHVW� ZKHWKHU� RU� QRW� WKH� FKLOG� LV� UHFHLYLQJ� HGXFDWLRQ� RI� D�VXLWDEOH� VWDQGDUG"� :KDW� VKRXOG� EH� WKH� SURYLVLRQV� WKDW� ZLOO�WDNH�FDUH�RI�WKHVH�LVVXHV"��� ,VVXHV�RI�6FKRROLQJ�)DFLOLWLHV�x 3URYLVLRQ�RI�LQIUDVWUXFWXUH"�x :KDW�VKRXOG�EH�SURYLGHG�DQG�DFFRUGLQJ� WR�ZKDW�FULWHULD�DQG�QRUPV"x 6KRXOG� WKLV� EH� VSHFLILHG� LQ� OHJLVODWLRQ�RU� LQ� IROORZ �XS� UXOHV��JLYHQ� WKH� H[SHULHQFH� WKDW� UXOHV� UHPDLQ�XQPDGH��QRW�XSGDWHG�IRU�\HDUV"x 0LFUR�OHYHO�SODQQLQJ"�� ,VVXHV�RI�'LVDGYDQWDJHG�&KLOGUHQx :KDW� VKRXOG� EH� SURYLGHG� IRU� FKLOGUHQ� ZLWKRXW� SDUHQWV� ±DEDQGRQHG� FKLOGUHQ�� QHJOHFWHG� FKLOGUHQ� UXQ �DZD\� FKLOGUHQ��VWUHHW�FKLOGUHQ"x :KDW�SURYLVLRQV�DUH�QHHGHG�IRU�ZRUNLQJ�FKLOGUHQ"x :KDW� SURYLVLRQV� VKRXOG� EH� PDGH� IRU� GLVDEOHG� FKLOGUHQ"�6KRXOG� WKHUH� EH� GLVWLQFWLRQ� EHWZHHQ� GLIIHUHQW� IRUPV� RI�GLVDELOLW\�H�J��PHQWDO��YLVXDO��KHDULQJ��ORFR �PRWRU��VSDVWLF�HWF"��,I�VR��ZLWK�ZKDW�SURYLVLRQV"



1,(3$�2FFDVLRQDO�3DSHU�� �

��

x :KDW DERXW� WKH� SRRU�� WKH� FKLOGUHQ� RI� QRPDGLF�� PLJUDWRU\�JURXSV�� UHPRWH� DUHDV�� DUHDV� ZKLFK� EHFRPH� LQDFFHVVLEOH� LQ�VRPH� SDUWV� RI� WKH� \HDU�� FKLOGUHQ� LQ� VOXPV�� FKLOGUHQ�ZKR� DUH�RYHU�DJH�� FKLOGUHQ� ZKR� GURS� RXW� DQG� KDYH� WR� UHMRLQ�� ZKDW�SURYLVLRQV�DUH�QHHGHG�IRU�WKHVH�GLIIHUHQW�JURXSV"�� ,VVXH�RI�µ)UHH¶�(GXFDWLRQx :KDW� VKRXOG� EH� IUHH"� � :LOO� WKH� JXDUDQWHH� WR� SURYLGH� IUHH�HGXFDWLRQ� DSSO\� WR� SULYDWH� VFKRROV"� :K\�+RZ� WR� H[HPSW�WKHP"�x :KDW� ZLOO� EH� IUHH"� 7XLWLRQ"� 2U� WKH� ZKROH� VFKRROLQJ�H[SHULHQFH"� %RRNV"� 8QLIRUP"� 6WDWLRQHU\"� 7UDQVSRUW"�%RDUGLQJ�DQG�ORGJLQJ"�0LG�GD\�PHDOV"�6KRXOG�WKH�OHJLVODWLRQ�VSHFLI\�WKLV�RU�VKRXOG�LW�EH�OHIW�WR�µUXOHV¶"�� ,VVXH�RI�4XDOLW\�DQG�6WDQGDUGVx +RZ� FDQ� RQH� PDNH� VRPH� SURYLVLRQV� IRU� VXVWDLQHG�LPSURYHPHQW�RI�TXDOLW\�RI�LQGLYLGXDO�VFKRROV"�x &DQ�³6DWLVIDFWRU\´�TXDOLW\�EH�OHJLVODWHG"�x +RZ�FDQ�RQH�PDNH�D�OHJLVODWLYH�SURYLVLRQ�IRU�TXDOLW\"
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�� ,VVXH�RI�3DUHQWV¶�GXW\�x +RZ�FDQ�RQH�EULQJ�SDUHQWV�RQ�ERDUG� ± VLQFH� LW�ZLOO� EH� WKHLU�IXQGDPHQWDO�GXW\� WR�DOORZ� WKHLU�FKLOG� WR� UHFHLYH�HGXFDWLRQ� ±ZLWKRXW� VXEMHFWLQJ� WKHP� WR� SRWHQWLDO� KDUDVVPHQW� LQ� FDVH� RI�JHQXLQH�GLIILFXOW\"�x :KR�ZLOO�GHWHUPLQH�µJHQXLQHQHVV¶�RI�GLIILFXOW\"��x &DQ� D� JHQXLQH� GLIILFXOW\� WDNH� DZD\� WKH� ULJKW� RI� WKH� FKLOG� WR�HGXFDWLRQ"��� ,VVXH�RI�3RZHU�WR�3DUHQWVx &DQ�VKRXOG�WKH�SDUHQWV��ZKR�KDYH�D�VWDNH�LQ WKH�HGXFDWLRQ�RI�WKHLU�FKLOGUHQ��KDYH�D�ODUJHU�UROH�WR�SOD\"�x &DQ�WKLV�OHJLVODWLRQ�HPSRZHU�WKHP"�+RZ"9 ,VVXHV� 5HODWHG� 7R� (IIHFWLYH� ,PSOHPHQWDWLRQ� ± *LYLQJ� (IIHFW� 7R�3URYLVLRQV�RI�7KH�$FW�� ,VVXH�RI�$GHTXDF\�RI�)XQGLQJ�x +RZ�FDQ�WKH� IROORZ�XS� OHJLVODWLRQ� HQVXUH� WKDW�� WKLV�WLPH�� WKH�FRPSXOVRU\� SURYLVLRQ� RI� IDFLOLWLHV� ZLOO� QRW� ODQJXLVK� GXH� WR�ODFN�RI�IXQGV"x +RZ�FDQ�WKH�IROORZ�XS�OHJLVODWLRQ�HQVXUH�WUDQVIHU�RI�VKDUH�RI�ILQDQFLDO�EXUGHQ�ZKHWKHU�IURP�WKH�&HQWUH�WR�WKH�6WDWH��RU�IURP�WKH�6WDWH�WR�WKH�35�ERGLHV"�� 6SHFLILFDWLRQ�RI�5ROHVx 7KH���UG DQG���WK $PHQGPHQWV�WR�WKH�&RQVWLWXWLRQ�SURYLGH�D�UROH� WR� WKLUG� WLHU� ERGLHV�� 6RPH� 6WDWHV� KDYH� EURXJKW� LQ�OHJLVODWLRQ� WR� JLYH� WKHP� D� UROH� LQ� HGXFDWLRQ�� +RZ� FDQ� WKH�HQYLVDJHG�OHJLVODWLRQ�LQYROYH�WKH�35�ERGLHV�HIIHFWLYHO\"��� 0RQLWRULQJ�RI�ZKDW�LV�+DSSHQLQJx 'RHV� WKH� PDQQHU� RI� PRQLWRULQJ� RI� FRPSOLDQFH� E\� 81�$JHQFLHV�KDYH�D�OHVVRQ�IRU�XV"�� &RUUHFWLYH�0HFKDQLVP��± $W�1HDUHVW�/HYHO
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x :KDW� PHFKDQLVP� FDQ� RQH� VXJJHVW� DW� WKH� QHDUHVW� OHYHO� WR�HIIHFWLYHO\�GHDO�ZLWK�JULHYDQFHV"9, ,VVXHV�5HODWHG�WR�3HQDOWLHV�$FFRXQWDELOLW\x ,V�WKHUH�D�QHHG�WR�GLVFXVV�ZKR�ZLOO�JR�WR�MDLO"�x )XQGDPHQWDO�ULJKWV�DUH�DFWLRQDEOH�LQ�FRXUWV�DJDLQVW�VRPHERG\�± JRYHUQPHQWV�RU�RWKHUV��:KRP�VKRXOG�WKH�FHQWUDO�OHJLVODWLRQ�SURYLGH�IRU�WDNLQJ�DFWLRQ�DJDLQVW"�x :KDW� SURYLVLRQV� FDQ� WKLV� DFW� LQFOXGH� VR� WKDW� WKHUH� DUH�GLVLQFHQWLYHV�IRU�WKH�QRQ�LPSOHPHQWDWLRQ�RI�WKH�SURYLVLRQV�RI�WKH�IROORZ�XS�OHJLVODWLRQ��VXFK�DV��� )RU�QRQ�SURYLVLRQ�RI�IXQGV�� )RU�QRQ�SURYLVLRQ�RI�VFKRROLQJ�IDFLOLWLHV�� )RU� QRW� DWWHPSWLQJ� WR� HTXDOL]H� GLVDGYDQWDJH� RI� WKH�GLVDGYDQWDJHG�� )RU�QRW�HQVXULQJ�TXDOLW\�HGXFDWLRQ
7KHUH�LV�QR�GRXEW�WKDW�WKH�DERYH�OLVW�RI�LVVXHV�LV�RQO\�VXJJHVWLYH��,W�FDQ�E\�QR�PHDQV�� FODLP� WR�EH� D� FRPSUHKHQVLYH� RQH�� �$V�PRUH� DQG�PRUH�PLQGV� DGGUHVV�WKLV� SUREOHP��PRUH� LVVXHV�ZLOO� FRPH� WR� WKH� IRU H�� DQG� LGHDV�ZLOO� EH�JHQHUDWHG�RQ�KRZ�WR�DGGUHVV�WKHVH� LVVXHV� LQ� WKH� IROORZ�XS�OHJLVODWLRQ�� �7KH�YHU\�JHQHUDWLRQ�RI�PRUH�LVVXHV�ZLOO�WXUQ�WKH�IRFXV�RI�GLVFXVVLRQ��DZD\�IURP�LWV�REVHVVLRQ�ZLWK�SHQDOW\�WR� SDUHQWV�� WR� LWV� WUXH� SXUSRVH� RI� HQDEOLQJ� HYHU\� FKLOG� WR� KDYH� WKH� EHQHILW� RI� D�FXUULFXOXP�RI�TXDOLW\�OHDUQLQJ�IRU�D�PLQLPXP�RI�HLJKW�\HDUV����
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&RQFOXVLRQ
7KLV� SDSHU� LV� DQ� DWWHPSW� WR� HTXLS� WKH� UHDGHUV� ZLWK� DQ� RYHUYLHZ� RI� WKH�KLVWRULFDO�DQG�UHFHQW�HYHQWV�UHODWLQJ�WR�WKH�WDVN�RI�HGXFDWLRQ�RI�WKH�PDVVHV�LQ�,QGL D��,W� DOVR� DFTXDLQWV� WKHP� ZLWK� VRPH� RI� WKH� LVVXHV� VXUURXQGLQJ� WKH� FRQVWLWXWLRQDO�DPHQGPHQW� WR�PDNH�HGXFDWLRQ� LQWR�D�IXQGDPHQWDO�ULJKW�RI�HDFK�FKLOG��KHQFH��WKH�FDVH� IRU� D� IROORZ�XS� OHJLVODWLRQ�� 7KH� IDFW� WKDW� D� IROORZ�XS� OHJLVODWLRQ� VKDOO�GHWHUPLQH� WKH�PDQQHU�� LQ� ZKLFK� WKLV� ULJKW� VKDOO� EH� UHDOLVHG� HQMRLQV� RQ� DOO� ZHOO �ZLVKHUV� RI� WKLV� FDXVH� WR� DW� OHDVW� EHFRPH� DZDUH� RI� WKH� LVVXHV� LQYROYHG�� LI� QRW� WR�FRQWULEXWH�WKHLU�FUHDWLYH�LQSXWV�WR�WKH�GUDIWLQJ�RI�D�ODZ�WKDW�ZLOO�ZRUN�WR�PDNH�WKH�ULJKW�WR�HGXFDWLRQ�D�UHDOLW\��
:H�PD\� EHDU� LQ�PLQG� WKDW�PRVW�SDUHQWV��WKHVH�GD\V��KDYH�FRPH� WR� UHDOL]H�WKH� LPSRUWDQFH�DQG�WKH�GHVLUDELOLW\�RI�JRRG�HGXFDWLRQ�IRU� WKHLU�FKLOGUHQ��DQG�WKDW�WKRVH��ZKR� FDQ��DUH�DOUHDG\�DWWHQGLQJ� VFKRRO��/HJLVODWLRQ� LV�QHHGHG�PXFK� OHVV� WR�PDNH�WKH�FKLOGUHQ�FRPH�WR�VFKRRO�WKDQ�WR�PDNH�LW�SRVVLEOH�IRU�WKRVH�ZKR�FDQQRW��
,Q� WKH� FRQWH[W� RI� UHDOLWLHV� RI� WKH� OLYHV�RI� FKLOGUHQ�RI� WKH� SRRU�� WKLV�ZRXOG�PHDQ� WKDW� WKH� OHJLVODWLRQ� VKRXOG� GHDO� ZLWK� PRUH� WKDQ� MXVW� WKH� SURYLVLRQ� RI�VFKRROLQJ� IDFLOLWLHV� DQG� LQFHQWLYHV� 5DWKHU�� LW� VKRXOG� FRQFHUQ� LWVHOI� ZLWK� D� ODUJH�DUUD\�RI�LVVXHV�UDQJLQJ�IURP�PDNLQJ�VFKRROLQJ�DFFHVVLEOH�DQG�DYDLODEOH��WR�PDNLQJ�WKH�FRQWHQWV�DQG�SURFHVVHV�RI�HGXFDWLRQ�DFFHSWDEOH�WR�DOO��,W�VKRXOG�PDNH�LW�D� GXW\RI� WKH�SURYLGHUV�RI�HGXFDWLRQ� WR�ILQG�ZD\V� DQG�PHDQV�RI�PDNLQJ�HGXFDWLRQ�PRUH�DFFHVVLEOH�DQG�DFFHSWDEOH�WR�DOO�FKLOGUHQ��
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5HIHUHQFHV
$IOID�QLF�LQ�GHEDWHV�GHEDWHV�KWP�&RQVWLWXHQW�$VVHPEO\�GHEDWHV�$IOID�QLF�LQ�&$%(�$\\DU�� 5�9�� 9DLG\DQDWKD� ������� µ(GXFDWLRQDO� 3ODQQLQJ� DQG� $GPLQLVWUDWLRQ� LQ� ,QGLD��5HWURVSHFW� DQG� 3URVSHFW¶�� -RXUQDO� RI�(GXFDWLRQDO�3ODQQLQJ� DQG�$GPLQLVWUDWLRQ��9RO��9,,�1R�����$SULO��SS����� ����%�� 6KLYD� 5DR� �������� � 7KH� )UDPLQJ� RI� WKH� &RQVWLWXWLRQ� � 6HOHFW� 'RFXPHQWV�� � ,QGLDQ�,QVWLWXWH�RI�3XEOLF�$GPLQLVWUDWLRQ��1HZ�'HOKL���'HVDL�� '�0�� �������� 8QLYHUVDO�� &RPSXOVRU\� DQG� )UHH� 3ULPDU\� (GXFDWLRQ� LQ� ,QGLD��%RPED\��,QGLDQ�,QVWLWXWH�RI�(GXFDWLRQ�'UH]H��-HDQ�DQG�6HQ��$PDUW\D����������� %DVLF�(GXFDWLRQ�DV�D�3ROLWLFDO�,VVXH���-RXUQDO�RI�(GXFDWLRQDO�3ODQQLQJ�DQG�$GPLQLVWUDWLRQ��9RO��,;����*KRVK��6�&���������� �$�+LVWRU\�RI�(GXFDWLRQ�LQ�0RGHUQ�,QGLD��������������1HZ�'HOKL��2ULHQW�/RQJPDQ�/WG�*RYHUQPHQW�RI�,QGLD��������� ������������(GXFDWLRQ�LQ�,QGLD��9RO��,,�-DLQ��/�&�� ������� $UH�2XU�%XGJHW�0DNHUV�)DLWKIXO� WR� WKH�&RQVWLWXWLRQ�± $�7RXU�RI� WKH�%XGJHWV�������������3XQH��1DWLRQDO�&HQWUH�IRU�$GYRFDF\�6WXGLHV-XQHMD��1DOLQL���������C5LJKW�RI�WKH�&KLOG�WR�(GXFDWLRQDO�DQG�,VVXHV�LQ�,PSOHPHQWDWLRQ�RI�&RPSXOVRU\� (GXFDWLRQ�� 3HUFHSWLRQV� RI� (GXFDWLRQDO� $GPLQLVWUDWRUV¶�� 1HZ�)URQWLHUV�LQ�(GXFDWLRQ�������SS������BBBBBBBBBBB� ��������&RPSXOVRU\�(GXFDWLRQ� LQ� ,QGLD�� WKH�SROLF\� LQ�SUDFWLFH�� �1DWLRQDO�,QVWLWXWH�RI�(GXFDWLRQDO�3ODQQLQJ�DQG�$GPLQLVWUDWLRQ��0LPHR��BBBBBBBBBBB���������� �(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ�LQ�,QGLD���7KH�(PHUJLQJ�,VVXHV�� � 7KHPH� 3DSHU� RI� WKH� C6HPLQDU� RQ� 3ROLF\� ,VVXHV� DQG� ,PSOLFDWLRQV� RI�(QIRUFHPHQW�RI�&RPSXOVRU\�(GXFDWLRQ
�1,(3$��BBBBBBBBBBB� ������� 5HSRUW� RI� WKH� 1DWLRQDO� &RQVXOWDWLRQ� RQ� )UDPLQJ� WKH� )ROORZ�8S�/HJLVODWLRQ�WR�WKH�)XQGDPHQWDO�5LJKW�WR�(GXFDWLRQ��1,(3$�������PLPHR�.DVK\DS��6XEKDVK���������8QGHUVWDQGLQJ�WKH�&RQVWLWXWLRQ� 1HZ�'HOKL��1DWLRQDO�&RXQFLO�RI�(GXFDWLRQDO�5HVHDUFK�DQG�7UDLQLQJ.DXU�� .XOGLS� �������� (GXFDWLRQ� LQ� ,QGLD� ����������� � 3ROLFLHV� 3ODQQLQJ� DQG�,PSOHPHQWDWLRQ��&KDQGLJDUK��&55,'�
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.XPDU�� .ULVKQD�� �������� � 3ROLWLFDO� $JHQGD� RI� (GXFDWLRQ�� $� 6WXG\� RI� &RORQLVW� DQG�1DWLRQDOLVW�,GHDV��1HZ�'HOKL��6DJH �1DLN�� -�� 3�� �������� 3ROLF\� DQG� 3HUIRUPDQFH� LQ� ,QGLDQ� (GXFDWLRQ� 1HZ� 'HOKL�� .�*��6DL\LGDLQ�0HPRULDO�7UXVW��BBBBBBBBBBB� �������� 7KH� (GXFDWLRQ� &RPPLVVLRQ� DQG� $IWHU�� 1HZ� 'HOKL�� $OOL HG�3XEOLFDWLRQ�3HWULH��$PDQGD�� -�� ��������+RPH�(GXFDWRUV� DQG� WKH�/DZ�ZLWKLQ�(XURSH�� � ,Q WHUQDWLRQDO�5HYLHZ�RI�(GXFDWLRQ��������������������5HGG\�� .�1�� ������� 3DWWHUQ� RI� )LQDQFLQJ� 3ULPDU\� (GXFDWLRQ� LQ� ,QGLD�� -RXUQDO� RI�(GXFDWLRQDO�3ODQQLQJ�DQG�$GPLQLVWUDWL RQ��9RO�,;�L��6DL\LGLDQ�� .�*��� 1DLN�� -�3�� DQG� +XVDLQ�� 6�$�� �������� &RPSXOVRU\� (GXFDWLRQ� LQ� ,QGLD��'HOKL��8QLYHUVDO�7RPDVHYVNL��.�� ��������*RYHUQPHQWDO�+XPDQ�5LJKWV�2EOLJDWLRQ�LQ�(GXFDWLRQ��5LJKW�WR�(GXFDWLRQ�3DSHU�1R�� ��� /XQG�� 5DXO�:DOOHQEXUJ� ,QVWLWXWH� R I�+XPDQ�5LJKWV� DQG�+XPDQLWDULDQ�/DZ�7KH�6XSUHPH�&RXUW�&DVHV���������9RO��,�(DVWHUQ�%RRN�&R��SS���� �����7LODN��-�%�*����������+RZ�µ)UHH¶�LV�)UHH�3ULPDU\�(GXFDWLRQ�LQ�,QGLD"�2FFDVLRQDO�3DSHU�����1,(3$�81(6&2� �������� ,QWHUQDWLRQDO� <HDU� %RRN� RI� (GXFDWLRQ�� 9RO�� ;;;9,,,� ³3ULPDU\�(GXFDWLRQ�RQ�WKH�7KUHVKROG�RI�WKH���VW &HQWXU\�´:HLQHU��0\URQ� �������� 7KH�&KLOG�DQG� WKH�6WDWH� LQ� ,QGLD��&KLOG�/DERXU�DQG�(GXFDWLRQ�3ROLF\�LQ�&RPSDUDWLYH�3HUVSHFWLYH��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV�
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