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���,QWURGXFWLRQ,�DSSUHFLDWH�WKH�RSSRUWXQLW\�WR�VKDUH�ZLWK�\RX�P\�YLHZV�DERXW�ZKDW�KDSSHQHG�LQ�&KLOH�GXULQJ�LWV�SHULRG�RI�HFRQRPLF�WUDQVIRUPDWLRQ� 2I�FRXUVH��HYHU\�FRXQWU\�LV�XQLTXH�LQ�VRPH�ZD\��DQG�HDFK�VKRXOG�PDNH�LWV�RZQ�GHFLVLRQV��%XW�RQ�WKH�RWKHU�KDQG��FRXQWULHV�DURXQG�WKH�ZRUOG�KDYH�PDQ\�WKLQJV�LQ�FRPPRQ��,�YLVLWHG�WKH�3KLOLSSLQHV�ZKHQ�3UHVLGHQW�$TXLQR�ZDV�LQ�SRZHU��DQG�WKH\�ZHUH�WU\LQJ�WR�DGYDQFH�FHUWDLQ�UHIRUPV�DW�WKDW�WLPH��7KHUH��DV�ZHOO�DV�LQ�&KLOH�DQG�HOVHZKHUH��,�KHDUG�WKH�VDPH�DUJXPHQW�ZKHQ�LW�FDPH�WR�LQWURGXFLQJ�HFRQRPLF�UHIRUP��WKH\�FRXOG�QRW�RSHQ�WKH�HFRQRP\�TXLFNO\�DQG�LQWURGXFH�RWKHU�UHIRUPV�EHFDXVH�RI�SROLWLFDO�SUREOHPV��6R�WKHUH�DUH�D�ORW�RI�VLPLODULWLHV�EHWZHHQ�FRXQWULHV�ZLWK�UHVSHFW�WR�WKH�SUREOHPV�WKDW�KDYH�WR�EH�IDFHG�DQG�WKH�GHFLVLRQV�WKDW�VKRXOG�EH�PDGH��,�KRSH�\RX�FDQ�ILQG�&KLOH¶V�H[SHULHQFH�UHOHYDQW�IRU�(J\SW�&KLOH�LV�VWLOO�D�SRRU�FRXQWU\��DQG�PDQ\�SHRSOH�ZRQGHU�ZK\�ZH�WDON�DERXW�VXFFHVV�LI�ZH�FRQWLQXH�WR�EH�SRRU��%XW�HYHQ�LQ�D�GHYHORSHG�HFRQRP\�OLNH�WKH�86��WKHUH�LV�SRYHUW\��2XU�VXFFHVV�LV�WKDW�ZH�WXUQHG�RXU�VLWXDWLRQ�DURXQG��DIWHU�EHFRPLQJ�SUREDEO\�WKH�ZRUVW�SHUIRUPHU�RI�DOO�LQ�/DWLQ�$PHULFD��$OWKRXJK�ZH�KDG�OLYHG�LQ�D�GHPRFUDF\��E\�WKH�WLPH�ZH�LQLWLDWHG�UHIRUP�LQ�ODWH������ZH�ZHUH�ODJJLQJ�EHKLQG�VR�PXFK�WKDW�ZH�ZHUH�H[SHULHQFLQJ�JUHDW�LQVWDELOLW\�DQG�LQVWLWXWLRQDO�FULVHV��DQG�QHDUO\�IDFHG�FLYLO�ZDU��<HW�WRGD\�ZH�DUH�RQ�WKH�URDG�WR�GHYHORSPHQW��7KH�ILJXUHV�RQ�&KLOH�UHFRUGHG�LQ�ERRNV�ZULWWHQ�WKUHH�RU�IRXU�\HDUV�DJR�ZHUH�SUREDEO\�QRW�FRQYLQFLQJ�HQRXJK��7KH�VXFFHVV�LV�PXFK�FOHDUHU�QRZ��DIWHU�D�SHULRG�RI�DOPRVW�KDOI�D�JHQHUDWLRQ�RI�JURZWK��:LWK��� ����\HDUV�RI�JURZWK�FORVH�WR���SHUFHQW�SHU�DQQXP��DQG�D�SRSXODWLRQ�UDWH�RI�JURZWK�RI�RQO\�����SHUFHQW��&KLOH�LV�DGYDQFLQJ��3HRSOH�VDLG�WKDW�&KLOH�ZRXOG�QHYHU�KDYH�D�PDUNHW�HFRQRP\�EHFDXVH�WKHUH�ZHUH�QR�HQWUHSUHQHXUV��DQG�RQO\�FRSSHU�WR�H[SRUW��%XW�&KLOH�QRZ�KDV�SOHQW\�RI�HQWUHSUHQHXUV�DQG�KDV�GLYHUVLILHG�LWV�H[SRUWV��:H�VWLOO�KDYH�SUREOHPV��EXW�RXU�HYROXWLRQ�VKRZV�WKDW�WKH�LQJUHGLHQWV�IRU�VXFFHVV�H[LVW�LQ�DQ\�VRFLHW\��6XUHO\�WKH\�H[LVW�LQ�(J\SW�WRGD\��ZKHUH�WKH�VLWXDWLRQ�LV�OHVV�FRPSOLFDWHG�WKDQ�WKDW�RI�&KLOH�DW�WKH�VWDUW�RI�LWV�UHIRUP��DW�OHDVW�FRQFHUQLQJ�VWDELOLW\�DQG�LQIODWLRQ�,Q�WKH�UHVW�RI�P\�SUHVHQWDWLRQ��,�ZRXOG�OLNH�ILUVW�WR�GLVFXVV�JHQHUDO�UHIRUP�LVVXHV��WKHQ�WR�WDNH�D�EURDG�ORRN�DW�VHYHUDO�/DWLQ�$PHULFDQ�FRXQWULHV��DQG�ILQDOO\�WR�IRFXV�RQ�&KLOH�DQG�LWV�UHIRUP�SURJUDP�
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����,QJUHGLHQWV�RI�6XFFHVVIXO�5HIRUP�IRU�*URZWK
7R�JHW�RXW�RI�XQGHUGHYHORSPHQW��\RX�QHHG�VXVWDLQHG�JURZWK�RI���SHUFHQW�RU�PRUH��GHSHQGLQJ�RQ�WKH�SRSXODWLRQ�JURZWK�UDWH��,I�WKH�SRSXODWLRQ�LV�JURZLQJ�DW���SHUFHQW��HFRQRPLF�JURZWK�RI���RU���SHUFHQW�LV�SUREDEO\�DFFHSWDEOH��,I�WKH�SRSXODWLRQ�UDWH�RI�JURZWK�LV�����SHUFHQW��OLNH�%ROLYLD¶V��WKHQ�JURZWK�VKRXOG�EH�EHWZHHQ���DQG���SHUFHQW�7DEOH���VKRZV�D�QXPEHU�RI�VHOHFWHG�LQGLFDWRUV�RI�KLJK� DQG�ORZ�JURZWK�GHYHORSLQJ�FRXQWULHV�RYHU�WKH�SHULRGV���������DQG����������7KH�FRXQWULHV�WKDW�JUHZ�IDVW�EHWZHHQ������DQG������JHQHUDOO\�KDG�VWDEOH�FXUUHQFLHV��7KHLU�LQIODWLRQ��DOWKRXJK�QRW�]HUR��ZDV�PRGHUDWH�DQG�VWDEOH ��7KH�ORZ�JURZWK�FRXQWULHV�KDG�QHLWKHU�VWDEOH�FXUUHQFLHV�QRU�PRGHUDWH�LQIODWLRQ��/DWLQ�$PHULFD�ZDV�KDYLQJ��QRW�WZR�GLJLW�LQIODWLRQ��EXW�IRXU�GLJLW�LQIODWLRQ��)RU����\HDUV *XDWHPDOD�SHJJHG�LWV�FXUUHQF\�WR�WKH�GROODU�DQG�ZDV�UHODWLYHO\�VWDEOH��EXW�LW�ZDV�QRW�DEOH�WR�JHW�RXW�RI�XQGHUGHYHORSPHQW��3HJJLQJ�WKH�FXUUHQF\�LV�XVHIXO��EXW�LW�LV�QRW�HQRXJK��6XFFHVVIXO�HFRQRPLHV�DUH�RSHQ�WR�WKH�ZRUOG��7KH\�DUH�JHQHUDOO\�IOH[LEOH��FRPSHWLWLYH��PDUNHW�RULHQWHG²DQG�WKH\�DUH�VXFFHVVIXO�H[SRUWHUV��%HKLQG�WKHVH�IDFWV�LV�ZKDW�LV�FDOOHG�VWUXFWXUDO�UHIRUP��&RXQWULHV�ZLWK�JRRG�JURZWK�UDWHV�DOVR�WHQG�WR�LQYHVW�DQG�VDYH�PRUH��DW�D�UDWH�RI����SHUFHQW�RU�KLJKHU��ZKHUHDV�ORZ�JURZWK�FRXQWULHV�VDYH�DW�UDWHV�EHORZ����SHUFHQW��7KUHH�EURDG�LQJUHGLHQWV�DUH�WKHUHIRUH�UHTXLUHG�IRU�VXFFHVV��VWDELOLW\��VWUXFWXUDO�UHIRUP��DQG�D�SURFHVV�RI�PRELOL]LQJ�VDYLQJV��:LWKRXW�WKRVH�WKUHH�LQJUHGLHQWV��DQ�HFRQRP\�FDQQRW�JDLQ�HQRXJK�PRPHQWXP�IRU�JURZWK�
7DEOH����6HOHFWHG�,QGLFDWRUV�RI�(FRQRPLF�3HUIRUPDQFH�RI�'HYHORSLQJ�&RXQWULHV

������� �������,QGLFDWRUV +LJK�JURZWK� /RZ�JURZWK� +LJK�JURZWK� /RZ�JURZWK�FRXQWULHV FRXQWULHV FRXQWULHV FRXQWULHV
*'3�JURZWK���� ��� ��� ��� ���&RQVXPHU�SULFHV���� ���� ���� ���� ����)LVFDO�'HILFLW����RI�*'3� ���� ���� ���� ����,QYHVWPHQW����RI�*'3� ���� ���� ���� ����6DYLQJV����RI�*'3� ���� ���� ���� ����([SRUW�YROXPH ��� ���� ���� ���)DFWRU�SURGXFWLYLW\ ��� ��� ��� ����
1RWH��'DWD�FRYHUV����GHYHORSLQJ�FRXQWULHV�6RXUFH��6RXUFHV�RI�*URZWK���WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�
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3RYHUW\�LV�VWULFWO\�UHODWHG�WR�WKH�FDSDFLW\�IRU�JURZWK��,Q�WKH�����V��6LQJDSRUH�ZDV�D�SRRU�QDWLRQ�DQG�WKH�3KLOLSSLQHV�ZDV�WKH�EHVW�SHUIRUPHU�LQ�$VLD��7RGD\�WKLV�LV�KDUGO\�WKH�FDVH��8S�WR�ILYH�\HDUV�DJR��WKH�3KLOLSSLQHV�ZDV�EDFNZDUG�ORRNLQJ��,W�ZDV�LQ�D�JRRG�QHLJKERUKRRG�EXW�GLGQ¶W�XVH�WKH�RSSRUWXQLW\�IRU����\HDUV��7KH�3KLOLSSLQHV�GLGQ¶W�KDYH�WKH�H[FXVH�WKDW�&KLOH�KDG��DOO�RI�/DWLQ�$PHULFD�ZDV�QRW�SHUIRUPLQJ�ZHOO��VR�WKH�QHLJKERUKRRG�ZDV�QRW�JRRG�2QH�NH\�HOHPHQW�RI�VXFFHVVIXO�UHIRUP�LV�WKH�FRKHUHQFH�RI�WKH�UHIRUP�SURJUDP�DQG�DWWHQWLRQ�WR�GHWDLOV��:KHQ�\RX�GR�D�MLJVDZ�SX]]OH�ZLWKRXW�NQRZLQJ�WKH�SLFWXUH�EHIRUHKDQG��LW�LV�PXFK�KDUGHU��DQG�XQWLO�\RX�KDYH�HQRXJK�SLHFHV�LQ�SODFH�\RX�ZRQ¶W�KDYH�DQ�LGHD�RI�ZKDW�LV�JRLQJ�RQ��,Q�WKH�HFRQRP\��\RX�PD\�KDYH�VWDELOLW\�LQ�RQH�SODFH��EXW�LI�\RX�GRQ¶W�KDYH�HQRXJK�SLHFHV�LQ�SODFH��LW�ZLOO�QRW�JHQHUDWH�JURZWK��0D\EH�RQH�FRXQWU\�QHHGV�FHUWDLQ�SLHFHV�LQ�SODFH�PRUH�WKDQ�RWKHUV��EXW�LW�KDV�WR�KDYH�HQRXJK�SLHFHV�FRUUHFWO\�LQ�SODFH�)RU�VWDELOLW\��\RX�QHHG�WKH�FRUUHFW�PRQHWDU\�SROLF\��ILVFDO�SROLF\��DQG�H[FKDQJH�UDWH�SROLF\��%XW�LW¶V�QRW�WKDW�VLPSOH��,I�D�JRYHUQPHQW�VWDELOL]HV�E\�DEXVLQJ�H[FKDQJH�UDWH�SROLF\��WKLV�ZLOO�DGYHUVHO\�DIIHFW�RWKHU�DUHDV��<RX�FDQ�VWDELOL]H�ZLWK�ILVFDO�SROLF\�EXW�LQ�VXFK�D�ZD\�WKDW�FURZGV�RXW�WKH�SULYDWH�VHFWRU�DQG�VDYLQJ��VR�WKHUH�ZLOO�EH�VWDELOLW\�EXW�QR�JURZWK�RU�VDYLQJ��<RX�FDQ�KDYH�D�VWULFW�PRQHWDU\�SROLF\�LQ�DQ�HQYLURQPHQW�ZKHUH�WKH�ILQDQFLDO�PDUNHWV�FDQQRW�FRSH�ZLWK�LW��DQG�WKHQ�KDYH�D�ILQDQFLDO�FULVLV��6R�KRZ�\RX�FRPELQH�WKHVH�SLHFHV�LV�LPSRUWDQW��,W�LV�QRW�MXVW�D�PDWWHU�RI�EDODQFLQJ�WKH�EXGJHW��$EXVLQJ�PRQHWDU\�SROLF\�FDXVHV�ILQDQFLDO�VHFWRU�SUREOHPV²RU�HYHQ�FROODSVH�,Q�VWUXFWXUDO�UHIRUPV��WKH�PRVW�LPSRUWDQW�IDFWRU�LV�LQWHJUDWLRQ�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��RSHQLQJ�XS�WKH�HFRQRP\�LQ�JRRGV��VHUYLFHV�DQG�FDSLWDO��6RPH�SHRSOH�DUJXH�WKDW�RSHQLQJ�WKH�HFRQRP\�ZRXOG�GDPDJH�ORFDO�LQGXVWU\��EXW�WKDW�RQO\�KDSSHQV�LI�VWUXFWXUDO�UHIRUP�LV�FRXSOHG�ZLWK�WKH�ZURQJ�H[FKDQJH�UDWH�SROLF\²LI�\RX�RYHUYDOXH�\RXU�FXUUHQF\�ZKHQ�\RX�RSHQ�WKH�HFRQRP\��,I�\RX�KDYH�WKH�ULJKW�SROLF\��\RX�ZRQ¶W�KDYH�WKH�SUREOHPV��1RUPDOO\��SHRSOH�ZLOO�KDYH�WR�VKLIW�IURP�RQH�VHFWRU�WR�DQRWKHU��EXW�WKH\�VKRXOG�EH�DEOH�WR�ILQG�VRPHWKLQJ�WR�GR VXFFHVVIXOO\��'HUHJXODWLRQ�VKRXOG�EH�GHVLJQHG�WR�DFFRPPRGDWH�WR�WKH�PDUNHWV��%HIRUH�UHIRUP��/DWLQ�$PHULFDQ�HFRQRPLHV�KDG�EHHQ�UHJXODWHG�WR�DFFRPPRGDWH�WR�JRYHUQPHQW�LQWHUYHQWLRQ��SULFHV�ZHUH�IL[HG��DQG�PRQH\�ZDV�EHFRPLQJ�ZRUWKOHVV�,Q�DGGLWLRQ�WR�WKH�WKUHH�PDLQ�LQJUHGLHQWV��D�VRFLHW\�QHHGV�WR�SHUFHLYH�WKDW�WKH�FKDQJHV�DUH�QHFHVVDU\��DQG�LW�PXVW�KDYH�WKH�ZLOO�WR�UHIRUP��7KH�JRYHUQPHQW�PXVW�EH�FRQYLQFHG�WKDW�FKDQJH�LV�QHFHVVDU\��DQG�WKHUH�PXVW�EH�D�FULWLFDO�PDVV�RI�WHFKQLFDO�SHRSOH�WR�GR�WKH�MRE�LQ�DOO�LWV�GHWDLOV��
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/DWLQ�$PHULFD�KDV�WKLV�VWRFN�RI�KXPDQ�FDSLWDO��DQG�(J\SW�VXUHO\�KDV�LW��WRR��%XW�(J\SW�PXVW�ILQG�D�ZD\�WR�XVH�WKH�FDSDFLW\�RI�LWV�SHRSOH�DQG�SXW�DOO�WKH�LQJUHGLHQWV�WRJHWKHU��7KH�ILUVW�VWHS�LV�SXEOLF�RSLQLRQ��,Q�&KLOH��HYHU\ERG\�NQHZ�WKHUH�ZDV�D�FULVLV��$QG�LVQ¶W�KDYLQJ�D�ORW�RI�SRYHUW\�LQ�(J\SW�D�FULVLV�LQ�LWVHOI"
����5HIRUPV�LQ�/DWLQ�$PHULFD
/DWLQ�$PHULFD�ZDVWHG�DW�OHDVW�KDOI�D�FHQWXU\�GLVFXVVLQJ�KRZ�WR�SURFHHG��ZKHWKHU�WR�JLYH�SULRULW\�WR�GLVWULEXWLRQ�RI�LQFRPH�RU�WR�JURZWK��,Q�WKH�HQG��JURZWK�LV�ZKDW�LPSURYHG�WKH�VLWXDWLRQ�RI�WKH�SRRU��1RZ�/DWLQ�$PHULFD�VHHPV�WR�EH�FKDQJLQJ�DQG�WU\LQJ�WR�SXOO�WRJHWKHU��EHFDXVH�WKH\�ZHQW�WKURXJK�FULVHV��7KH�DYHUDJH�LQIODWLRQ�LQ�WKH�FRQWLQHQW�IRU�WKH�SHULRG���������ZDV�RYHU������SHUFHQW��&KLOH¶V�FULVLV�SUDFWLFDOO\�GHVWUR\HG�LWV�LQVWLWXWLRQV��DQG�DOPRVW�EURXJKW�FRPSOHWH�HFRQRPLF�DQG�SROLWLFDO�EUHDNGRZQ��)LQDOO\�&KLOH�VLPSO\�KDG�WR�UHIRUP��%XW�LW�VKRXOG�QRW�EH�QHFHVVDU\�WR�JR�WKURXJK�FULVHV�LQ�RUGHU�WR�FKDQJH��6RPH�VD\�WKDW�ZKDW�KDSSHQHG�LQ�&KLOH�ZDV�EHFDXVH�RI�WKH�PLOLWDU\�UHJLPH�DQG�QRW�UHOHYDQW�WR�RWKHU�FRXQWULHV��%XW�$UJHQWLQD�LV�UHIRUPLQJ�WRGD\��DQG�LW�LV�QRW�D�PLOLWDU\�UHJLPH�/DWLQ�$PHULFDQ�FRXQWULHV�WRGD\�DUH�DLPLQJ�IRU�WKRVH�FULWLFDO�LQJUHGLHQWV��VWDELOLW\��VWUXFWXUDO�UHIRUP��DQG�VDYLQJV��6RPH�FRXQWULHV�DUH�PRUH�DGYDQFHG�LQ�WKH�UHIRUP�SURFHVV�WKDQ�RWKHUV��7KHVH�YDULDWLRQV�DUH�UHIOHFWHG�LQ�WKH�GLIIHUHQW�*'3�JURZWK�DQG�LQIODWLRQ�UDWHV�VKRZQ�LQ�WDEOH����,�ZLOO�JLYH�D�EULHI�GHVFULSWLRQ�RI�ZKHUH�VRPH�/DWLQ�$PHULFDQ�FRXQWULHV�DUH�LQ�WKHLU�UHIRUP�SURFHVVHV�
7DEOH����*'3�DQG�,QIODWLRQ�LQ�6HOHFWHG�/DWLQ�$PHULFDQ�&RXQWULHV5HODWLYH�:HLJKW�RI� *'3�(YROXWLRQ ,QIODWLRQ&RXQWU\ *'3�LQ�6DPSOH $YHUDJH�DQQXDO�UDWH���� $YHUDJH�DQQXDO�UDWH����������� ������� ������� ����( ������� ������� ����(
$UJHQWLQD ���� ���� ��� ���� ����� ����� ���%UD]LO ���� ��� ��� ��� ����� ������ ����&KLOH ��� ��� ��� ��� ���� ���� ���&RORPELD ��� ��� ��� ��� ���� ���� ����(FXDGRU ��� ��� ��� ��� ���� ���� ����0H[LFR ���� ��� ��� ���� ���� ���� ����3HUX ��� ��� ��� ��� ����� ����� ����9HQH]XHOD ��� ��� ��� ��� ���� ���� ����
7RWDO�$YHUDJH ����� ��� ��� ��� ����� ����� ����
(� �HVWLPDWHG�
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1RWH��/DWLQ�$PHULFDQ�LQIODWLRQ�H[FOXGHV�%UD]LO��/DWLQ�$PHULFDQ�*'3�LV�EDVHG�RQ������6RXUFH��,QVWLWXWH�RI�/LEHUW\�DQG�'HYHORSPHQW��6DQWLDJR��&KLOH��EDVHG�RQ�FHQWUDO�EDQN�UHSRUWV�RI�HDFK�FRXQWU\�
:H�ZLOO�FRQVLGHU�0H[LFR�DQG�$UJHQWLQD�ILUVW��0H[LFR�KDV�DGYDQFHG�D�ORW�UHJDUGLQJ�VWDELOLW\��$OWKRXJK�WKHLU�LQIODWLRQ�LV�DURXQG����SHUFHQW��WKH\�DUH�FORVH�WR�VWDELOLW\�EHFDXVH�WKH\�QRZ�KDYH�FRQWURO�RYHU�WKH�HOHPHQWV�RI�WKH�JRYHUQPHQW�EXGJHW��,QIODWLRQ�ILJXUHV�VKRXOG�VRRQ�EHFRPH�PXFK�PRUH�UHDVRQDEOH�� 0H[LFR�LQWURGXFHG�VWUXFWXUDO�UHIRUPV��EXW�QRW�HQRXJK��ZKLFK�LV�ZK\�WKH\�KDYHQ¶W�KDG�PRUH�JURZWK��)LJXUH���VKRZV�WKDW�0H[LFR�KDV�DOVR�PDGH�VLJQLILFDQW�SURJUHVV�LQ�LQFUHDVLQJ�LWV�H[SRUWV��7KLV�\HDU�WKH\�ZLOO�SUREDEO\�KDYH�����ELOOLRQ�RI�H[SRUWV��RI�ZKLFK�RLO�DFFRXQWV�IRU�RQO\����ELOOLRQ��6RPH�VD\�EHLQJ�FORVH�WR�WKH�86�KHOSHG�H[SRUWV��EXW 0H[LFR�KDV�DOZD\V�EHHQ�FORVH�WR�WKH�86�DQG�ZDVQ¶W�H[SRUWLQJ�WKDW�PXFK�EHIRUH���(J\SW�LV�DOVR�TXLWH�FORVH�WR�PDMRU�PDUNHWV��HVSHFLDOO\�(XURSH���0H[LFR�XVHG�WR�UHO\�RQ�PRQH\�IURP�RXWVLGH�DQG�KDG�ORZ�VDYLQJV��<RX�FDQ�GR�WKDW�IRU�D�IHZ�\HDUV��EXW�VXGGHQO\�\RX�KDYH�WR�DGMXVW�WR�\RXU�RZQ�PHDQV�DQG�LQFUHDVH�VDYLQJV�WR�JHQHUDWH�JURZWK��0H[LFR�VKRXOG�XVH�WKH�RSSRUWXQLW\�RI�WKH�GHYDOXDWLRQ�WR�FUHDWH�VDYLQJV��$UJHQWLQD�LV�VLPLODU�WR�0H[LFR��$IWHU�D�ORW�RI�UHIRUPV�WR�VWDELOL]H�DQG�UHVWUXFWXUH�WKH�HFRQRP\��WRGD\�WKH\ ORRN�PXFK�PRUH�VWDEOH��,Q�WKH�ODVW����PRQWKV�WKH\�KDYH�KDG�IRXU�PRQWKV�RI�GHIODWLRQ��VHH�ILJXUH�����%XW�WKH\�KDYH�QRW�JHQHUDWHG�HQRXJK�VDYLQJV²WKH�VDPH�SUREOHP�0H[LFR�KDV��7R�JHQHUDWH�VDYLQJV�ZLWKRXW�GHYDOXLQJ�UHTXLUHV�ORZHULQJ�SULFHV�LQWHUQDOO\��ZKLFK�LV�GLIILFXOW��'HYDOXDWLRQ�LV�YHU\�WRXJK�EHFDXVH�LW�FDQ�FUHDWH�HFRQRPLF�WXUPRLO��%XW�LI�\RX�RYHUFRPH�WKDW��DQG�UHGXFH�WKH�EXGJHW�DQG�UHDO�ZDJHV��LW�LV�HDVLHU�WR�JR�IRUZDUG��,I�\RX�GRQ¶W�GHYDOXH��\RX�DYRLG�WKH�WXUPRLO²EXW�LW�WDNHV�D�ORQJ�WLPH�WR�DGMXVW�WKH�HFRQRP\��,Q�WKH�\HDUV�WR�FRPH�ZH�ZLOO�FRQWLQXH�WR�FRPSDUH�0H[LFR�DQG�$UJHQWLQD��$IWHU�WKH�WXUPRLO�RI�GHYDOXDWLRQ��WKH�0H[LFDQ�JRYHUQPHQW�LV�ZRUWK�OLWWOH�LQ�WKH�PLQGV�RI�LWV�SRSXODWLRQ��%XW�,�ZRQGHU�ZKDW�ZLOO�KDSSHQ�WR�WKH�$UJHQWLQHDQ�JRYHUQPHQW�LQ�WKH�QH[W�WZR�RU�WKUHH�\HDUV��ZKHQ�WKH\�KDYH�ORZ�JURZWK�DQG�KLJK�VSHQGLQJ��,Q�������$UJHQWLQD�KDG�RQO\�D�����SHUFHQW�*'3�GHILFLW�LQ�WKH�FXUUHQW�DFFRXQW��EXW�WKDW�ZDV�����ELOOLRQ��DQG�WKH\�ZHUH�H[SRUWLQJ�RQO\�������ELOOLRQ�1RZ�FRQVLGHU�3HUX�DQG�%ROLYLD��3HUX��LQ�P\�YLHZ��LV�VWDELOL]HG��DIWHU�VXIIHULQJ�IURP�K\SHULQIODWLRQ²QRW�FKURQLF�LQIODWLRQ��DV�VR�PDQ\�/DWLQ�$PHULFDQ�FRXQWULHV�KDG�IRU�VR�ORQJ��VHH��U�

� &RPSDUH�0H[LFR�WR�7XUNH\��,Q�)HEUXDU\�������7XUNH\�KDG�D�PDMRU�GHYDOXDWLRQ��DQG�WKHQ�D�PDMRU�UHFHVVLRQ��7KH\�UHFRYHUHG�IURP�WKDW��EXW�WKH\�VWLOO�GRQ¶W�KDYH�WKH�EXGJHW�XQGHU�FRQWURO��7KH\�ZLOO�FRQWLQXH�WR�KDYH�KLJK�LQIODWLRQ�DV�ORQJ�DV�WKH\�GRQ¶W�KDQGOH�WKH�SUREOHPV�RI�WKH�EXGJHW�
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%DVLF�(FRQRPLF�,QGLFDWRUV�IRU�VHOHFWHG�/DWLQ�$PHULFDQ�FRXQWULHV���������
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VDYLQJ�HQRXJK��7KH\�GUDVWLFDOO\�UHGXFHG�LQIODWLRQ��QRW�E\�IL[LQJ�WKH�H[FKDQJH�UDWH�EXW�E\�SXWWLQJ�WKH�ULJKW�LQVWUXPHQWV�LQ�WKH�EXGJHW�,Q�������%ROLYLD¶V�LQIODWLRQ�ZDV��������SHUFHQW��1RZ�WKH\¶YH�VWDELOL]HG�DQG�WKH\�DUH�JURZLQJ��VHH�ILJXUH�����EXW�ZLWK�D�SRSXODWLRQ�JURZLQJ�DW���SHUFHQW�RU�PRUH��WKH\�GRQ¶W�KDYH�WKH�UDWH�RI�JURZWK�WKH\�QHHG��7KHLU�VWUXFWXUDO�UHIRUPV�ZHUH�QRW�VXIILFLHQW��,I�D�JRYHUQPHQW�VWDUWV�WR�UHIRUP�VWUXFWXUDOO\�EXW�WKHQ�ORVHV�LWV�QHUYH�DQG�JRHV�EDFNZDUGV��WKH�HFRQRP\�ZLOO�EHFRPH�XQVWDEOH�DJDLQ��%ROLYLD¶V�SUHVLGHQW�LV�DZDUH�RI�WKLV�FKDOOHQJH��DQG�,�WKLQN�KH�LV�DGYDQFLQJ��EXW�WKH�MXU\�LV�VWLOO�RXW�1RZ�ORRN�DW�%UD]LO�DQG�9HQH]XHOD��%UD]LO�LV�QRW�\HW�VWDEOH�DQG�KDV�D�ORW�RI�EXGJHWDU\�SUREOHPV��%UD]LO¶V�HFRQRP\�ZDV�YHU\�SRZHUIXO�DQG�G\QDPLF����\HDUV�DJR��%XW�UHFHQW�JURZWK�KDV�EHHQ�HUUDWLF��,I�WKH\�VWDELOL]H�DQG�SXW�WRJHWKHU�HQRXJK�VWUXFWXUDO�UHIRUPV��WKH\�FRXOG�UHFRYHU��$IWHU�WKHLU�UHIRUPV�LQ�������WKH\�JRW�D�PDMRU�FXUUHQW�DFFRXQW�GHILFLW�LQ�������VHH�ILJXUH�����%UD]LO�PXVW�FRPSOHWH�LWV�VWDELOL]DWLRQ��DQG�UHIRUP�LWV�EXGJHW�DV�ZHOO�DV�WKH�ZD\�WKH�VWDWHV�DQG�FHQWUDO�JRYHUQPHQW�EHKDYH�9HQH]XHOD�WULHG�WR�UHIRUP��EXW�IDLOHG��,Q�VRPH�FRXQWULHV��OHDGHUV�KDYH�EHHQ�DEOH�WR�LPSOHPHQW�UHIRUP�WKDW�ZDV�DJDLQVW�WKH�IRXQGDWLRQ�RI�WKHLU�SDUWLHV��$UJHQWLQD¶V�SRSXOLVW�OHDGHU�0HQHP�ZDV�HOHFWHG�VD\LQJ�WKH�RSSRVLWH�RI�ZKDW�KH�GLG�LQ�RIILFH��DQG�WKH�VDPH�KROGV�WUXH�IRU�3HUX¶V�)XMLPRUH��7KHVH�OHDGHUV�ZHUH�DEOH�WR�PDLQWDLQ�SDUW\�FRKHVLRQ��%XW�WKLV�ZDV�QRW�WKH�FDVH�LQ�9HQH]XHOD��7KHUH��WKH�SUHVLGHQW�ZDV�QRW�DEOH�WR�KDQGOH�KLV�SDUW\�RU�WR�SXW�HQRXJK�UHIRUP�SLHFHV�LQ�SODFH��DQG�HYHU\WKLQJ�VLPSO\�FROODSVHG��3HRSOH�WRRN�WKHLU�PRQH\�RXW�RI�WKH�FRXQWU\��DQG�XQHPSOR\PHQW�DQG�LQIODWLRQ�URVH��7KLV�FRXQWU\�KDG�LWV�H[FKDQJH�UDWH�SHJJHG�WR�WKH�GROODU�IRU����\HDUV��VR�WKH\�ZHUH�XVHG�WR�VWDELOLW\��1RZ�WKH\¶YH�KDG����\HDUV�RI�GRXEOH�GLJLW�LQIODWLRQ��VHH�ILJXUH�����7KH�SUHVLGHQW�VD\V�KH�GRHVQ¶W�EHOLHYH�LQ�ZKDW�WKH\�FDOO�³,0)�RULHQWHG�UHIRUPV´��%XW�&KLOH�GLG�QRW�VWDUW�UHIRUPLQJ�EHFDXVH�WKH�,0)�WROG�XV�WR��ZH�UHIRUPHG�EHFDXVH�ZH�EHOLHYHG�LQ�FKDQJH��EHIRUH�DQ\ERG\�DGYLVHG�XV�WR��HYHQ�EHIRUH�VXFK�SURJUDPV�ZHUH�FUHDWHG��,Q�IDFW��LI�\RX�DUH�IRUFHG�WR�UHIRUP��\RX�PD\�DFW�OLNH�\RX�DUH��ZLWKRXW�DFWXDOO\�GRLQJ�LW��
� &ROXPELD�LV�XQLTXH�DPRQJ�/DWLQ�$PHULFDQ�FRXQWULHV��,W�KDV�EHHQ�D�UHDVRQDEO\�VWDEOH�SHUIRUPHU��ZLWK�JURZWK�RI�����SHUFHQW��:KHQ�LQIODWLRQ�UHDFKHV����SHUFHQW��WKH\�WDNH�PHDVXUHV��EXW�ZKHQ�LW�LV�UHGXFHG�WR����SHUFHQW�WKH\�UHOD[��DQG�LW�JRHV�XS�DJDLQ��&ROXPELD�KDV�EHHQ�OLNH�WKDW�IRU����\HDUV�DQG�KDV�EHHQ�SD\LQJ�D�SULFH��LW�KDV�EHHQ�XQDEOH�WR�VROYH�LWV�SUREOHPV��ZKLFK�KDV�OHG�WR�PRUH�SUREOHPV�
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%DVLF�(FRQRPLF ,QGLFDWRUV)RU�6HOHFWHG�/DWLQ�$PHULFDQ�&RXQWULHV���������

������� ,QIODWLRQ�UDWH�LQ�FDOFXODWHG�DV�WZHOYH�PRQWK�SHUFHQWDJH�DV�RI�PDUFK�IRU�%ROLYLD�DQG�9HQH]XHOD�DQG�DV�RI�)HEUXDU\�IRU�%UD]LO�6RXUFHV��,QVWLWXWH�RI /LEHUW\�DQG�'HYHORSPHQW��&KLOH��%DVHG�RQ�&RXQWU\�&HQWUDO�%DQN�UHSRUWV�DQG� UHIHUHQFHV�IURP�*HWXOLR�9HUJDV�)RXQGDWLRQ�
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*'3
,QIODWLRQ
([SRUWV �86���EQ��
&XUUHQW�$FFRXQW��� �*'3�

9HQH]XH OD
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����5HIRUPV�LQ�&KLOH
&KLOH�LV�WKH�RQO\�FRXQWU\�LQ�WKH�ODVW����\HDUV�WKDW�FRQVFLRXVO\�WULHG�WR�UHIRUP��DQG�FDQ�QRZ� VKRZ�WKDW�UHIRUPV�SD\�RII��2WKHU�UHIRUPLQJ�FRXQWULHV�DUH�QRW�\HW�LQ�WKDW�SRVLWLRQ��0DFURHFRQRPLF�SROLF\�LQ�&KLOH�ZDV�DLPLQJ�IRU�JURZWK��VWDELOLW\��DQG�VDYLQJV��6LQFH�������&KLOH�KDV�KDG�DYHUDJH�JURZWK�RI�����SHUFHQW�SHU�\HDU�ZLWK�SRSXODWLRQ�JURZWK�RI�����SHUFHQW��7KLV�PHDQV�SHU�FDSLWD�JURZWK�RI�����SHUFHQW��&KLOH�KDV�DFKLHYHG�D�SHU�FDSLWD�RI��������RU�������LQ�WHUPV�RI�SXUFKDVLQJ�SRZHU��VHH�WDEOH����,Q�������&KLOH¶V�H[SRUWV�ZHUH������ELOOLRQ��1RZ�&KLOH²D�FRXQWU\�RI����PLOOLRQ�SHRSOH²H[SRUWV�������ELOOLRQ�LQ�JRRGV��LQ�VSLWH�RI�EHLQJ�IDU�IURP�PRVW�RI�LWV�PDUNHWV��VHH�ILJXUH�����$UJHQWLQD�PD\�ORRN�PRUH�VWDEOH�ZLWK�����SHUFHQW�LQIODWLRQ�FRPSDUHG�WR�&KLOH¶V�����SHUFHQW��%XW�EHFDXVH�RI�LQGH[DWLRQ�LQ�&KLOH��WKH�JRYHUQPHQW�GHFLGHG�WR�UHGXFH�LQIODWLRQ�PRUH�VORZO\�DQG�QRW�E\�DEXVLQJ�WKH�H[FKDQJH�UDWH��&KLOH�XQGHUWRRN�VWUXFWXUDO�UHIRUPV��DFKLHYHG�VWDELOLW\�DQG�LQFUHDVHG�VDYLQJV��,Q�VWUXFWXUDO�UHIRUPV��&KLOH�ZDV�TXLWH�DJJUHVVLYH�LQ�RSHQLQJ�LWV�HFRQRP\��,WV�PD[LPXP�WDULII�UDWH�LV�QRZ����SHUFHQW��WKLV�ZDV�DJUHHG�XSRQ�XQDQLPRXVO\�LQ�&RQJUHVV���7KH�JRYHUQPHQW�IUHHG�DOO�SULFHV��LQFOXGLQJ�EUHDG��7R�PDNH�WKLV�SROLWLFDOO\�IHDVLEOH��GLUHFWVXEVLGLHV���QRW�SULFH�VXEVLGLHV��ZHUH�JLYHQ�WR�WKH�SRRU��:H�RYHUFDPH�WKH�SUREOHP�RI�IL[HG�KRXVLQJ
7DEOH����7KH�&KLOHDQ�(FRQRP\�LQ������DQG�����
,QGLFDWRUV ���� ����
*'3��86��0������ ������ ������3RSXODWLRQ��WKRXVDQGV� ������ ������*'3�SHU�FDSLWD��86������� ���� ����,QIODWLRQ���� ��� ���([WHUQDO�GHEW�H[SRUWV��UDWLR� ��� ���([SRUWV����RI�*'3� � ��([SRUWV���LPSRUWV����RI�*'3� �� ��&RSSHU�H[SRUWV����WRWDO�H[SRUWV� �� ��
�(VWLPDWHG����PRQWKV�0DUFK�����6RXUFHV��&HQWUDO�%DQN�RI�&KLOH�DQG�,QVWLWXWH�RI�/LEHUW\�DQG�'HYHORSPHQW�
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Q�,QIODWLRQ��([SRUWV�86���EQ��&XUUHQW�$FFRXQW����*'3�

)LJXUH������%DVLF�(FRQRPLF�,QGLFDWRUV��&KLOH�� ���������

1RWH������ ,QIODWLRQ�UDWH�LV�FDOFXODWHG�DV��� �PRQWK�SHUFHQWDJH�FKDQJH�DV�RI�0DUFK6RXUFHV��&HQWUDO�%DQN�RI�&KLOH�DQG�,QVWLWXWH�RI�/LEHUW\�DQG�'HYHORSPHQW�
UHQW��ZKLFK�ZDV�DQ�REVWDFOH�WR�LQYHVWPHQW��,Q�DJULFXOWXUH��ZH�UHJXODUL]HG�SURSHUW\�DQG�ZDWHU�ULJKWV�DQG�DOORZHG�SHRSOH�WR�EX\�DQG�VHOO�ODQG��3HRSOH�ZHUH�SHUPLWWHG�WR�JHW�ULG�RI�WHQDQWV�E\�SD\LQJ�LQGHPQLW\��LW¶V�EHWWHU�WR�SD\�WKDQ�WR�VWD\�LQ�WKH�ROG�VLWXDWLRQ�ZLWK�QR�KRSH��6LQFH�WKH�PLOLWDU\�JRYHUQPHQW�ZDV�VR�DIIHFWHG�E\�WKH�SULRU�DJUDULDQ�UHIRUP�DQG�WKH�VRFLDOLVW�PHQWDOLW\�DERXW�ODQG�RZQHUVKLS��WKH�H[HUFLVH�WRRN�VHYHUDO�\HDUV��:H�DOVR�RSHQHG�WKH�PLQLQJ�VHFWRU�VXFFHVVIXOO\��ZLWK�QHZ�OHJLVODWLRQ�IRU�SULYDWH�LQYHVWPHQW�7UDQVIRUPLQJ�WKH�WUDQVSRUWDWLRQ�VHFWRU�ZDV�RQH�RI�WKH�NH\�PRYHV�WKDW�DOORZHG�&KLOH�WR�H[SRUW�JUDSHV�DQG�RWKHU�IUXLWV�WR�DOO�SDUWV�RI�WKH�ZRUOG��7KH�JRYHUQPHQW�FKDQJHG�WKH�UHJXODWLRQV�DQG�DOORZHG�WKH�SULYDWH�VHFWRU�WR�RSHUDWH�SRUWV��8QLRQV�UHFHLYHG�FRPSHQVDWLRQ�ZKHQ�WKH�ODERU�ODZV�ZHUH�FKDQJHG��WKHUH�ZDV�QR�RWKHU�ZD\�WR�DOWHU�WKH�VWUXFWXUH�RI�WKH�SRUWV��7KH�WHOHFRPPXQLFDWLRQV�VHFWRU�ZDV�RSHQHG��VR�HYHQ�UHPRWH�IDUPHUV�FRXOG�FRPPXQLFDWH�LPPHGLDWHO\�ZLWK�PDUNHWV��&KLOH�UHIRUPHG�LWV�ILQDQFLDO�VHFWRU�WR�DOORZ�H[SRUWHUV�HDV\�DFFHVV�WR�FUHGLW��DQG�WD[DWLRQ�ZDV�FKDQJHG�VR�WKDW�QR�RQH�SD\V�WD[�WR�H[SRUW��7KHUH�LV�DQ�RUJDQL]DWLRQ�WKDW�KHOSV�SHRSOH�UHDFK�PDUNHWV��EHFDXVH�RQH�H[SRUWHU�FDQQRW�GR�LW�DORQH��7KH�JRYHUQPHQW�KHOSV�DFKLHYH�³FULWLFDO�PDVV´�DQG�WKHQ�ZLWKGUDZV��:H�DOVR�IRUPHG�FRRSHUDWLRQ�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�SULYDWH�VHFWRU�LQ�IXQGLQJ�DQG�DFTXLULQJ�QHZ�WHFKQRORJLHV��,Q�DJULFXOWXUH�ZH�DUH�IOH[LEOH�LQ�DOORZLQJ�QHZ�VSHFLHV�LQ�TXLFNO\�HQRXJK�WR�KHOS�XV�FRPSHWH�LQ�PDUNHWV��ZKLOH�VWLOO�SURWHFWLQJ�RXU�HQYLURQPHQW�
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:H�SURPRWHG�LQGXVWU\��QRW�DV�D�VSHFLDO�VHFWRU��EXW�LQ�WKH�VDPH�ZD\�DV�WKH�RWKHU�VHFWRUV²DJULFXOWXUH��WUDQVSRUWDWLRQ��HQHUJ\��HWF��6LQFH�ODERU�ODZV�LQ�/DWLQ�$PHULFD�WHQG�WR�FUHDWH�HLWKHU�KLJK�XQHPSOR\PHQW�RU�LQIRUPDOLW\��ZH�FKDQJHG�ODERU�ODZV�WR�DOORZ�IOH[LELOLW\�DQG�UHGXFH�WD[DWLRQ��3UHYLRXVO\��WKH�HPSOR\HU�HPSOR\HH�ZDJH�WD[�ZDV�������SHUFHQW�RI�ZDJHV²REYLRXVO\�D�PDMRU�WD[DWLRQ��7KLV�ZDV�UHGXFHG�WR����SHUFHQW��,Q�FKDQJLQJ�WKH�WD[�VWUXFWXUH��FRUSRUDWH�WD[�ZDV�UHGXFHG��6R�FRUSRUDWLRQV�FRXOG�VDYH��DQG�WKH�PRQH\�ZDV�QRW�WD[HG�LI�LW�ZDV�LQYHVWHG�UDWKHU�WKDQ�VSHQW�&KLOH¶V�SULYDWL]DWLRQ�SURFHVV�ZDV�QRW�VLPSO\�KDYLQJ�WKH�ROG�SULYDWH�VHFWRU�EX\LQJ�FRPSDQLHV��7KH�SURFHVV�DFWXDOO\�FUHDWHG�D�QHZ�SULYDWH�VHFWRU��:KHQ�WKH�HOHFWULF�FRPSDQ\�ZDV�WR�EH�VROG��WKHUH�ZHUH�QR�IRUHLJQ�LQYHVWRUV�DQG�QR�RQH�DEOH�WR�EX\�LW�RXWULJKW��6R�WKH�JRYHUQPHQW�RSHQHG�WKH�FRPSDQ\�WR�WKH�SXEOLF�DQG�DOORZHG�SHRSOH�WR�EX\�VKDUHV��3HQVLRQ�IXQGV�ZHUH�DOVR�DOORZHG�WR�LQYHVW�LQ�WKH�FRPSDQLHV��0DQ\�RI�WRGD\¶V�PDMRU�SULYDWH�FRPSDQLHV�LQ�&KLOH�XVHG�WR�EH�JRYHUQPHQW�FRPSDQLHV��DQG�WKH\�DUH�QRZ�EURDGO\�RZQHG��OLNH�ELJ�FRUSRUDWLRQV�LQ�WKH�86��7KH�JRYHUQPHQW�GLG�QRW�KDYH�WKH�IXQGV�WR�RIIHU�VHYHUDQFH�SD\��VR�SXEOLF�HPSOR\HHV�ZHUH�DOORZHG�DQG�HQFRXUDJHG�WR�EX\�VKDUHV��3ULYDWL]DWLRQ�LV�DQ�RSSRUWXQLW\�WR�JDLQ�WKH�SXEOLF¶V�IDLWK�LQ�UHIRUP��DQG�LW�HQFRXUDJHV�IXUWKHU�UHIRUP�,Q������&KLOH�KDG�SUDFWLFDOO\�QR�FDSLWDO�PDUNHW��EXW�WRGD\�&KLOH¶V�FDSLWDO�PDUNHW�LV�ZHOO�HVWDEOLVKHG�DQG�EURDGO\�EDVHG��7KH�SURFHVV�ZDV�FRPSOLFDWHG�EHFDXVH�WKH�EDQNV�ZHUH�SULYDWL]HG�VLPXOWDQHRXVO\�ZLWK�UHDO�VHFWRU�ILUPV��DQG�SULYDWL]DWLRQ�UHTXLUHV�VDYLQJV�DQG�JRRG�LQVWLWXWLRQV��1RZ��D�FRPSDQ\�LQ�&KLOH�FDQ�ERUURZ�PRQH\�IRU����\HDUV��*RRG�FRPSDQLHV�FDQ�LVVXH�ERQGV�LQ�WKH�PDUNHW��:H�KDYH�SHQVLRQ�IXQGV�DQG�LQVWLWXWLRQDO�LQYHVWRUV��DQG�WKH�PDUNHW�LV�TXLWH�VRSKLVWLFDWHG��3HQVLRQ�IXQGV�UHSUHVHQW�DERXW����SHUFHQW�RI�&KLOH¶V�FDSLWDO�PDUNHW��%XW�SHQVLRQ�IXQGV�LQ�WKH�SULYDWH�VHFWRU�DUH�QRW�HQRXJK�WR�PRELOL]H�VDYLQJV��(FRQRPLF�VDYLQJV�PHDQV�WKDW�SHRSOH�DUH�FRQVXPLQJ�OHVV��7RGD\�FORVH�WR���SHUFHQW�RI�*'3�LV�EHLQJ�VDYHG�LQ�SULYDWH�LQVWLWXWLRQV��,Q������&KLOH�KDG�DFFXPXODWHG����SHUFHQW�RI�*'3�LQ�IXQGV�$IWHU�WKH�GHEW�FULVLV�RI�WKH�HDUO\�����V��&KLOH�WUDQVIRUPHG�LWV�EXGJHW�GHILFLW�LQWR�D�VXUSOXV��ZLWKRXW�FURZGLQJ�RXW�WKH�SULYDWH�VHFWRU��VHH�WDEOH�����%\������RXU�VDYLQJV�ZHUH�UHDVRQDEO\�KLJK��VHH�ILJ������,QGHHG��&KLOH�ZDV�WKH�ILUVW�FRXQWU\�LQ�/DWLQ�$PHULFD�WR�VXFFHVVIXOO\�PRELOL]H�UHDVRQDEOH�VDYLQJV��,QFUHDVLQJ�VDYLQJ�LV�GLIILFXOW��EXW�LQ�WKH�HQG�LW�JHQHUDWHV�PRUH�SURGXFWLRQ��,Q�RUGHU�IRU�&KLOH�WR�PDLQWDLQ�LWV�UDWH�RI�JURZWK�LQ�WKH�IXWXUH��LW�VKRXOG�FRQWLQXH�ZLWK�UHIRUPV�DQG�
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LQFUHDVH�LWV�VDYLQJ�UDWH�WR�WKDW�RI�D�W\SLFDO�$VLDQ�HFRQRP\�����SHUFHQW�RU�PRUH��:H�DUH�QRW�\HW�GRLQJ�WKDW��EXW�ZH�DUH�GLVFXVVLQJ�LW�RSHQO\�LQ�&KLOH�
)LJXUH��� 6DYLQJV��DV�SHUFHQWDJH�RI�*'3�DW�FXUUHQW�SULFHV�&KLOH����������

���
�
��
��
��
��

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

*URVV�1DW LRQDO�6DYLQJV)RUHLJQ�6DYLQJV*URVV�'RPHVW LF�6DYLQJV
3HUFHQWDJH

1RWH��6DYLQJV�DV�SHUFHQWDJH�RI�*'3�DW�FXUUHQW�SULFHV��&KLOH����� ������6RXUFH��&HQWUDO�%DQN�RI�&KLOH
*URZWK�LV�DQ�RSSRUWXQLW\�WR�GLPLQLVK�SRYHUW\��%XW�PDQ\�SHRSOH�SHUFHLYH�SRYHUW\�UHODWHG�VRFLDO�SURJUDPV�DV�SURJUDPV�WKDW�VSHQG�PRQH\�RQ�WKH�ZURQJ�SHRSOH��)RU�H[DPSOH��LI�\RX�ZDQW�WR�RIIHU�FKHDS�KRXVLQJ�ORDQV��SHRSOH�ZKR�EX\�ELJJHU�KRXVLQJ�FDQ�UHFHLYH�ELJJHU�VXEVLGLHV��,I�\RX�ZDQW�WR�RIIHU�ORZ�LQWHUHVW�ORDQV�WR�SURPRWH�VPDOO�EXVLQHVV��VRPH�SHRSOH�ILQG�ZD\V�WR�JHW�WKHVH�FKHDS�ORDQV�DQG�SXW�WKH�PRQH\�LQ�WKH�EDQN��7KH�GLOHPPD�LV�KRZ�WR�WDUJHW�UHVRXUFHV�WR�WKH�SRRU�DQG�GHVLJQ�VRFLDO�SURJUDPV�WKDW�DUH�FRPSDWLEOH�ZLWK�HFRQRPLF�GHYHORSPHQW�7DEOH����&KLOH��*RYHUQPHQW�%XGJHW��DV�SHUFHQWDJH�RI�*'3�

���� ���� ���� ���� ���� ���� ���� ����
&XUUHQW�UHYHQXHV ���� ���� ���� ���� ���� ���� ���� ����7D[�UHYHQXHV ���� ���� ���� ���� ���� ���� ���� ����
&XUUHQW�H[SHQGLWXUHV ���� ���� ���� ���� ���� ���� ���� ����,QWHUHVW�SD\PHQWV ��� ��� ��� ��� ��� ��� ��� ���
&XUUHQW�VXUSOXV ���� ��� ��� ��� ��� ��� ��� ���
2YHUDOO�VXUSOXV ���� ��� ��� ��� ��� ��� ��� ���0HPRUDQGXP&XUUHQW�H[SHQGLWXUHVH[FO��LQWHUHVW�SD\PHQWV ���� ���� ���� ���� ���� ���� ���� ����6RXUFH��0LQLVWU\�RI�)LQDQFH��&KLOH
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7DEOH�����&KLOH��0DLQ�6RFLDO�,QGLFDWRUV
,QGLFDWRUV ���� ����,QIDQW�PRUWDOLW\�UDWH��SHU������OLYH�ELUWKV� �� ��$FFHVV�WR�VDIH�ZDWHU��XUEDQ� ��� ���/LIH�H[SHFWDQF\�DW�ELUWK��LQ�\HDUV� �� ��$YHUDJH�VFKRRO�FRXUVHV��LQ�\HDUV� ��� ���

6RXUFHV��0LQLVWULHV�RI�+HDOWK�DQG�(GXFDWLRQ��&KLOH
7KHUH�LV�D�PDMRU�GLVFXVVLRQ�LQ�&KLOH�DERXW�ZKHWKHU�ZH�KDYH�EHHQ�KHOSLQJ�WKH�SRRU�HQRXJK��,�WKLQN�ZH�KDYH�EHHQ�WDNLQJ�FDUH�RI�WKH�SRRU�DV�PXFK�DV�SRVVLEOH��,QIDQW�PRUWDOLW\�IRU������LV����SHU�������YHU\�ORZ�IRU�D�GHYHORSLQJ�FRXQWU\��7KH�ILJXUHV�RQ�DFFHVV�WR�VDIH�GULQNLQJ�ZDWHU�DQG�RQ�OLIH�H[SHFWDQF\ VKRZ�WKDW�&KLOH�KDV�DGYDQFHG��VHH�WDEOH�����&KLOH�XVHG�WR�EH�ZRUVH�WKDQ�$UJHQWLQD�DQG�WKH�8665�LQ�LQIDQW�PRUWDOLW\��DQG�QRZ�ZH�DUH�IDU�EHWWHU��2XU�LQIDQW�PRUWDOLW\�LPSURYHG�IDVWHU�WKDQ�WKDW�RI�WKH�RLO�ULFK�FRXQWULHV�DIWHU�WKH\�EHFDPH�ZHDOWK\�EHWZHHQ������DQG������,Q����������SHUFHQW�RI�&KLOH¶V�SRSXODWLRQ�OLYHG�DW�WKH�H[WUHPH�SRYHUW\�OHYHO��%\�������WKH�OHYHO�ZDV��������,Q�RWKHU�ZRUGV��LQ�URXJKO\����\HDUV�&KLOH�UHGXFHG�H[WUHPH�SRYHUW\�E\�DOPRVW�KDOI��VHH�ILJ������7KLV�ZDV�DFKLHYHG�WKURXJK�WKH�FRPELQDWLRQ�RI�JURZWK�DQG�WDUJHWLQJ�SURJUDPV�WR�LPSURYH�WKH�ZHOO�EHLQJ�RI�WKH�YHU\�SRRU��

)LJXUH�����(YROXWLRQ�RI�([WUHPH�3RYHUW\��&KLOH�����������

�
�
��
��
��
��

���� ���� ����

SHUFH
QWDJH

6RXUFH��,QVWLWXWH�RI�/LEHUW\�DQG�'HYHORSPHQW�
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)ROORZLQJ�KLV�SUHVHQWDWLRQ�RQ�&KLOH�DQG�/DWLQ�$PHULFD��%�FKL�GUHZ�VRPH�LPSOLFDWLRQV�RI�KLV�DQDO\VLV�IRU�(J\SW��+H�WKHQ�UHVSRQGHG�WR�TXHVWLRQV�DQG�UHPDUNV�IURP�WKH�DXGLHQFH��7KH�SDUWLFLSDQWV�ZHUH�0RKDPHG�2]DOS�IURP�EDQNLQJ��+HED�+DQGRXVVD�DQG�*DODO�$PLQ�IURP�WKH�DFDGHPLF�DQG�UHVHDUFK�FRPPXQLW\��DQG�5DRXI�6DDG�IURP�WKH�JRYHUQPHQW�VHFWRU���6HH�$SSHQGL[�IRU�D�FRPSOHWH�OLVW�RI�DWWHQGHHV���7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ�
����,PSOLFDWLRQV�IRU�(J\SW
,�ZRXOG�DUJXH�WKDW�WKH�SULQFLSOHV�ZH�XVHG�LQ�&KLOH�DUH�DSSOLFDEOH�DQ\ZKHUH��,�EHOLHYH�WKDW�D�FRXQWU\�OLNH�(J\SW�FDQ�EHFRPH�D�GHYHORSHG�HFRQRP\�LQ�D�JHQHUDWLRQ��,I�\RX�GR�WKLQJV�ULJKW��\RX�ZLOO�QRWLFH�D�GLIIHUHQFH�LQ����\HDUV��DV�LW�KDV�EHHQ�QRWLFHG�LQ�&KLOH��7KH�UHIRUPV�ZLOO�JHQHUDWH�QRW�RQO\�EHWWHU�HFRQRPLF�SHUIRUPDQFH�EXW�DOVR�SROLWLFDO�VWDELOLW\��DQG�DOORZ�VXFFHVVIXO�SROLWLFDO�WUDQVLWLRQ�LI�GHVLUHG�RU�QHHGHG��<RX�ZLOO�KDYH�PRUH�RSWLRQV��DQG�,�DP�FHUWDLQ�LW�ZLOO�LPSURYH�WKH�VLWXDWLRQ�RI�WKH�SRRU��:KDW�LV�UHTXLUHG�LV�FRQYLFWLRQ�DQG�WKH�SHUFHSWLRQ�WKDW�WKH�FKDQJHV�DUH�QHFHVVDU\��7KHQ�\RX�QHHG�HQRXJK�ZHOO�SUHSDUHG�SHRSOH�WR�GR�WKH�MRE��(J\SW�LV�QRW�HFRQRPLFDOO\�XQVWDEOH�DV�WKH�/DWLQ�$PHULFDQ�FRXQWULHV�ZHUH��7KLV�LV�DQ�DGYDQWDJH�EHFDXVH�LW�LV�HDVLHU�WR�VWDUW�IURP�D�VWDEOH�VLWXDWLRQ��DQG�DOVR�D�GLVDGYDQWDJH�EHFDXVH�\RX�PD\�IHHO�\RX�KDYH�SOHQW\�RI�WLPH�DQG�\RX�GRQ¶W�QHHG�WR�FKDQJH�TXLFNO\��%XW�,�EHOLHYH�WKHUH�LV�QHYHU�HQRXJK�WLPH�LQ�WKH�UDFH�WR�GHYHORS�
����'LVFXVVLRQ
3DUWLFLSDQW� &KLOH¶V�UHIRUPV�ZHUH�NLFNHG�RII�GXULQJ�WKH�3LQRFKHW�JRYHUQPHQW��DQ�DXWRFUDWLF�JRYHUQPHQW��6RPH�RI�WKH�H[DPSOHV�\RX�JDYH��VXFK�DV�6LQJDSRUH��DOVR�UHIRUPHG�XQGHU�DXWRFUDWLF�JRYHUQPHQWV��'R�\RX�EHOLHYH�WKDW�\RX�FDQ�KDYH�D�VHULRXV�VWUXFWXUDO�UHIRUP�ZLWKRXW�KDYLQJ�D�JRYHUQPHQW�ZKHUH�WKH�GHFLVLRQ�PDNLQJ�LV�DXWRFUDWLF�DQG�LJQRUHV�FRQVHQVXV��UDWKHU�WKDQ�GHSHQGLQJ�RQ�D�FRQJORPHUDWLRQ�RI�LGHDV�RU�RQ�WKH�SRSXODWLRQ�DW�ODUJH"
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6SHDNHU� (YHQ�LQ�D�PLOLWDU\�JRYHUQPHQW��OLNH�WKH�RQH�WKDW�,�ZDV�LQYROYHG�LQ��WKHUH�LVQ¶W�FRPSOHWH�DJUHHPHQW�RQ�ZKDW�WR�GR��DQG�WKH�JRYHUQPHQW�FDQQRW�GR�ZKDWHYHU�LW�ZDQWV��,�WKLQN�WKDW��LQ�JHQHUDO��PLOLWDU\�JRYHUQPHQWV�LQ�/DWLQ�$PHULFD�DUH�FDXWLRXV�EHFDXVH�WKH\�GRQ¶W�IHHO�EDFNHG�E\�YRWHV��VR�WKH\�WU\�WR�PRUH�RU�OHVV�EH�DJUHHDEOH�ZLWK�WKH�SRSXODWLRQ�WR�JDLQ�OHJLWLPDF\��$OO�UHIRUPV�DUH�SROLWLFDOO\�FRVWO\��:LWKLQ�WKH�JRYHUQPHQW�LQ�&KLOH��WKHUH�ZHUH�DOZD\V�DUJXPHQWV�DERXW�WKH�SROLWLFDO�FRVWV��DQG�ZKHWKHU�RU�QRW�WR�ULVN�WKHP��*HQHUDOO\�ZH�KDG�WR�FUHDWH�WKH�SHUFHSWLRQ�RI�D�FULVLV�LQ�RUGHU�WR�JR�DKHDG�ZLWK�WKH�UHIRUP��7KH�JRYHUQPHQW�NQHZ�WKDW�LI�LW�GLGQ¶W�DGYDQFH��LW�ZRXOG�FROODSVH��/DERU�UHIRUP�ZDV�GRQH�ZKHQ�XQHPSOR\PHQW�ZDV�VN\URFNHWLQJ��3HQVLRQ�IXQG�UHIRUP�ZDV�GRQH�ZKHQ�WKH�JRYHUQPHQW�ZDV�XQDEOH�WR�SD\�IRU�SHQVLRQV��&HUWDLQO\�VRPH�SHRSOH�LQ�&KLOH�ZHUH�WKLQNLQJ�GLIIHUHQWO\�DQG�RSSRVLQJ�UHIRUP��%XW�RQFH�WKH�UHIRUP�WRRN�PRPHQWXP��VRPH�RI�WKRVH�VDPH�SHRSOH�KDG�WKH�RSSRUWXQLW\�WR�EH�LQ�FRPPDQG��DQG�WKH\�XSKHOG�DQG�LPSURYHG�WKH�UHIRUP��WKH\�GLGQ¶W�JR�EDFNZDUG��,�WKLQN�WKDW�VKRZV�WKH�SROLWLFDO�UHDOLW\�VRPHZKDW��3HUX�DQG�$UJHQWLQD�VWDUWHG�D�SURFHVV�RI�UHIRUP�ZKHQ�WKH�PLOLWDU\�UHJLPHV�IDLOHG��3HUX�WULHG�WR�VRFLDOL]H�HYHU\WKLQJ�WR�VROYH�LWV�SRYHUW\�SUREOHP��DQG�ZKHQ�WKH�PLOLWDU\�UHJLPH�IDLOHG��$ODQ�*DUFLD��D�SRSXOLVW��FDPH�LQWR�SRZHU��DQG�WKH�FRXQWU\�ZHQW�HYHQ�GHHSHU�LQWR�SRSXOLVW�SROLFLHV��)LQDOO\�HYHU\WKLQJ�FROODSVHG��DQG�WKH\�HOHFWHG�3UHVLGHQW�)XMLPRUH��D�SURIHVVRU�RI�PDWKHPDWLFV�ZKR�ZDV�QRW�IURP�WKH�PLOLWDU\�RU�SROLWLFDO�HOLWH��+H�ZDV�HOHFWHG�IDLUO\�ZLWK�PRUH�WKDQ����SHUFHQW�RI�WKH�YRWHV��DQG�KH�ZDV�DEOH�WR�JR�DKHDG�ZLWK�UHIRUP��$UJHQWLQD�KDV�D�SRSXOLVW�OHDGHU�HOHFWHG�IURP�WKH�VDPH�SDUW\�WKDW�FUHDWHG�LWV�SUREOHPV��2QFH�D�ULFK�FRXQWU\��$UJHQWLQD�ZHQW�IURP�GHYHORSPHQW�WR�XQGHUGHYHORSPHQW��EHFDXVH�RI�WKH�SRSXOLVW�SROLFLHV�RI�WKDW�SDUW\��1RZ�0HQHP�LV�FDUU\LQJ�RXW�UHIRUPV��SHUKDSV�PRUH�EUDYHO\�WKDQ�&KLOH��DQG�DOWKRXJK�WKH\�VWLOO�KDYH�D�ORW�RI�SUREOHPV��WKH\�KDYH�DGYDQFHG�PXFK�IDVWHU�WKDQ�XV��$�JRYHUQPHQW�WKDW�LV�UHDOO\�FRQYLQFHG��DQG�KDV DEOH�SHRSOH�WR�SXW�WRJHWKHU�WKH�ULJKW�LQJUHGLHQWV�IRU�JURZWK��DQG�FUHDWHV�WKH�SHUFHSWLRQ�WKDW�FKDQJH�LV�QHHGHG��VKRXOG�EH�DEOH�WR�JR�DKHDG�ZLWKRXW�EHLQJ�DXWRFUDWLF�3DUWLFLSDQW� <RX�VD\�WKDW�&KLOH¶V�VXFFHVVIXO�UHIRUP�SURJUDP�GLG�QRW�XVH�PXFK�DGYLFH�IURP�WKH�,0)�RU�WKH�:RUOG�%DQN��EXW�D�ORFDO�VHW�RI�GHFLVLRQV�RQ�KRZ�WR�SURFHHG��'LG�\RX�KDYH�DGYLFH�RU�PRGHOV�IURP�RWKHU�SDUWV�RI�WKH�ZRUOG��LQ�WHUPV�RI�WKH�H[SRUW�GULYH�DQG�VDYLQJV"�(J\SW�LV�KDYLQJ�JUHDW�SUREOHPV�LQ�WKHVH�WZR�FULWLFDO�DUHDV��KRZ�WR�JHW�VXVWDLQHG�JURZWK�LQ�H[SRUWV�DQG�KRZ�WR�LQFUHDVH�VDYLQJV��HVSHFLDOO\�WKH�PDMRU�WUDQVLWLRQ�IURP�SXEOLF�VDYLQJV�ZKLFK�KDV�DFFRXQWHG�IRU�����RI�VDYLQJV�LQ�(J\SW��:KDW�DUH�WKH�PDMRU�UHTXLUHPHQWV�IRU�VXFFHVV�LQ�D�SHULRG�RI�IRXU�\HDUV�RU�VR"�



(&(6�'/6���%XFKL������

��

$OVR��KRZ�GR�\RX�PHDVXUH�WKH�VSHHG�RI�UHIRUP�LPSOHPHQWDWLRQ"�,�WKLQN�(J\SW�KDV�SURFHHGHG�TXLFNO\�RQFH�LW�GHFLGHG�WR�GR�LW��EHWZHHQ���������6SHDNHU���&KLOH�UHFHLYHG�EDFNLQJ�IURP�WKH�,0)�DQG�WKH�:RUOG�%DQN�DW�WLPHV��HVSHFLDOO\�ZKHQ�ZH�ZHUH�GHDOLQJ�ZLWK�IRUHLJQ�FUHGLWRUV��7KH�EDFNLQJ�DQG�DGYLFH�RI�WKRVH�LQVWLWXWLRQV�ZHUH�LPSRUWDQW��,�EHOLHYH�WKDW�ZH�ZHUH�JURZLQJ�WRJHWKHU�LQ�D�VHQVH��OHDUQLQJ�E\�GRLQJ�WKLQJV�DW�WKH�VDPH�WLPH��+RZHYHU��QRERG\�WROG�XV�KRZ�WR�UHIRUP�SHQVLRQ�IXQGV��KRZ�WR�SULYDWL]H�DQ�HOHFWULFDO�VHFWRU��1RERG\�JDYH�XV�D�PRGHO��7KHUH�ZDV�QR�RWKHU�H[SHULHQFH�WR�GUDZ�IURP��%XW�ZH�GLG�ORRN�DW�RWKHU�SDUWV�RI�WKH�ZRUOG��\RX�QHYHU�LQYHQW�WKLQJV�IURP�QRWKLQJ��,Q�WKH�PLG���V�WKHUH�ZDV�D�ORW�RI�GLVFXVVLRQ�RI�KRZ�H[SRUWV�ZHUH�VXFFHVVIXO�LQ�$VLDQ�FRXQWULHV�EHFDXVH�WKH�JRYHUQPHQWV�ZHUH�JXLGLQJ�DQG�IRFXVLQJ�HIIRUWV�RQ�VSHFLILF�LQGXVWULHV��6R�ZH�WRRN�WKDW�LQWR�DFFRXQW��:KHQ�,�YLVLWHG�.RUHD�LQ�������,�ZDV�WROG�WKH\�ZHUH�SURPRWLQJ�VKLS\DUGV�DQG�VKLSEXLOGLQJ�E\�WKHLU�KHDY\�PHWDOV�LQGXVWU\��%XW�VRRQ�DIWHU�WKDW��ZKHQ�WKH�,UDQLDQ�FULVLV�KDSSHQHG��RLO�SULFHV�VN\URFNHWHG�WR����GROODUV�D�EDUUHO�RQ�WKH�RSHQ�PDUNHW��DQG�DOO�WKH�LQGXVWU\�UHODWHG�WR�VKLSEXLOGLQJ�FROODSVHG��6R�LQ�WKDW�FDVH�WKHLU�JRYHUQPHQW¶V�JXLGDQFH�ZDV�QRW�SURYLGLQJ�WKH�NH\�WR�VXFFHVV�:H�GHFLGHG�WR�FOHDU�WKH�ILHOG�IRU�H[SRUW��WR�GHVLJQ�D�V\VWHP�ZKHUH�H[SRUWHUV�ZRXOG�QRW�SD\�WD[HV��YDOXH�DGGHG�WD[HV�ZRXOG�EH�WKH�PDLQ�WD[��2WKHU�WD[HV�ZHUH�VHW�LQ�VXFK�D�ZD\�WKDW�WKH\�ZRXOG�QRW�LPSHGH�H[SRUWV��:H�UHGXFHG�WDULIIV�XQWLO�WKH\�ZHUH�WKH�ORZHVW�UDWH�FRPSDWLEOH�ZLWK�WKH�SROLWLFDO�UHDOLW\��6R�ZH�KDG�WR�ILQDQFH�WKH�JRYHUQPHQW�WKURXJK�RWKHU�UHYHQXHV��:H�ZHUH�QRW�LQ�D�SRVLWLRQ�WR�OHQG�PRQH\�GLUHFWO\�ZLWK�ORZ�LQWHUHVW�UDWHV�WR�VSHFLILF�SURJUDPV��VR�ZH�QHHGHG�D�JHQHUDO�FDSLWDO�PDUNHW��:H�ZRUNHG�DUHD�E\�DUHD��&RUSRUDWH�WD[HV�ZHUH�UHGXFHG�DFURVV�WKH�ERDUG� ,I�VRPHERG\�LQ�WKH�DJULFXOWXUH�VHFWRU�ZDV�VD\LQJ�WKH\�ZHUH�KDYLQJ�SUREOHPV�EHFDXVH�WKH\�ZHUH�QRW�DOORZHG�WR�LPSRUW�D�YDULHW\��ZH�ZRXOG�ORRN�DW�WKH�SUREOHP�DQG�FOHDQ�WKH�ILHOG��:H�ZHUH�YHU\�DWWHQWLYH�LQ�UHVSRQGLQJ�WR�WKH�SULYDWH�VHFWRU��QRW�LQ�JUDQWLQJ�IDYRUV�EXW�LQ�WU\LQJ�WR�VROYH�SUREOHPV��6RPHWLPHV�LW�ZDV�QHFHVVDU\�WR�FKDQJH�WKH�SHRSOH�LQ�FKDUJH�RI�LQVWLWXWLRQV�LQ�RUGHU�WR�GR�WKLV��,Q�WKH�FDVH�RI�H[SRUWV��REYLRXVO\�WKH�H[FKDQJH�UDWH�ZDV�YHU\�LPSRUWDQW��,�EHOLHYH�WKDW�IRXU�RU�ILYH�\HDUV�LV�HQRXJK�WR�UHGXFH�WDULIIV��$W�WKH�EHJLQQLQJ�RI���������ZH�KDG������SHUFHQW�WDULIIV��DQG�SURKLELWLRQV��7KH�DYHUDJH�WDULII�ZDV�FORVH�WR�����SHUFHQW��,W�EHFDPH����SHUFHQW�LQ�������7KH�FRPELQDWLRQ�RI�FRUUHFW�H[FKDQJH�UDWH�DQG�WDULII�SROLF\�ZLOO�EULQJ�UHVXOWV�PXFK�IDVWHU��,Q�(J\SW�WKH�PD[LPXP�WDULII�LV����SHUFHQW��DQG�WKH�DYHUDJH�LV�DERXW�����DQG�WKDW�LV�TXLWH�KLJK��([SRUWHUV�DUH�DIIHFWHG�E\�WKDW��$JULFXOWXUDO�H[SRUWHUV�KDYH�WR�SD\�WDULIIV�IRU�IHUWLOL]HU�DQG�HTXLSPHQW��)LYH�\HDUV�LV�D�ORQJ�WLPH��&RORPELD�ZDV�D�YHU\�FORVHG�HFRQRP\�DW�WKH�EHJLQQLQJ�
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RI�WKH���V��EXW�WRGD\�WKH\�KDYH�PXFK�ORZHU�WDULIIV�WKDQ�\RX��%UD]LO�ZDV�D�YHU\�FORVHG�HFRQRP\��,QGLD�ZDV�SUREDEO\�RQH�RI�WKH�PRVW�FORVHG�HFRQRPLHV�DW�WKH�HQG�RI�WKH���V�DQG�EHJLQQLQJ�RI�WKH���V��DQG�WKH�QXPEHUV�VKRZ�WKDW�WKH\�KDYH�DGYDQFHG�D�ORW�PRUH�WKDQ�(J\SW��:KDW�KDSSHQV�GHSHQGV�RQ�PDQ\�WKLQJV��REYLRXVO\��EXW�\RXU�H[FKDQJH�UDWH�DSSHDUV�WR�EH�RYHUYDOXHG��<RX�QHHG�WR�EDODQFH�WKLQJV�LI�\RX�DUH�JRLQJ�WR�DGYDQFH��,Q�RXU���������FULVLV��EHFDXVH�RI�WKH�GHEW�FULVLV�DQG�SROLWLFDO�UHDVRQV��&KLOH�LQFUHDVHG�LWV�WDULIIV�IURP����WR����SHUFHQW��6R�ZH�ZHQW�EDFNZDUGV�WKHQ��/DWHU�ZH�UHGXFHG�WDULIIV��DQG�LW�ZDV�SHUIHFWO\�SRVVLEOH�WR�GR�VR�EHFDXVH�WKHUH�ZDV�DOVR�D�FKDQJH�LQ�H[FKDQJH�UDWH�SROLF\��7DULIIV�ZHUH�UHGXFHG�IURP����WR�EHORZ����SHUFHQW�LQ����PRQWKV��DQG�QR�RQH�UHDOO\�SHUFHLYHG�D�PDMRU�HIIHFW�EHFDXVH�LW�ZDV�FRPSHQVDWHG�IRU�E\�WKH�H[FKDQJH�UDWH��2EYLRXVO\�WKHUH�ZDV�D�PDMRU�HIIHFW�LQ�WKH�HFRQRP\��EXW�LQ�WKH�HQG�WKHUH�ZHUH�ZD\V�RI�FRSLQJ�ZLWK�LW��:H�UHGXFHG�WKH�VL]H�RI�WKH�EXGJHW�LQ�ILYH�\HDUV�����������IURP����WR����SHUFHQW��(J\SW¶V�EXGJHWV�LQ������DQG�LQ������LQ�WHUPV�RI�*'3�DUH�QRW�YHU\�GLIIHUHQW��JRLQJ�IURP����WR����SHUFHQW��7KDW�LV�FRPSOHWHO\�GLIIHUHQW�IURP�UHGXFLQJ�WKH�VL]H�RI�WKH�EXGJHW�IURP����WR����SHUFHQW�LQ�IRXU�\HDUV��<RX�PD\�VD\�WKDW�VXFK�D�UHGXFWLRQ�ZLOO�JHQHUDWH�VRFLDO�WXUPRLO��7KH�IDFW�RI�WKH�PDWWHU�LV�WKDW�ZH�ZHUH�YHU\�VXFFHVVIXO�6DYLQJV�LV�D�YHU\�WULFN\�LVVXH��7KHUH�LV�QR�HDV\�DQVZHU��:H�GLG�WZR�WKLQJV��:H�VLPSO\�VDLG�ZH�KDYH�WR�DOORZ�VDYLQJV�WR�JURZ�QDWXUDOO\��DQG�DV�ORQJ�DV�LQFRPH�JURZV�DQG�*'3�JURZV��VDYLQJV�ZLOO�JURZ��6HFRQG��ZH�SURPRWHG�RXU�FDSLWDO�PDUNHWV��UHGXFHG�WKH�EXGJHW��WUDQVIHUUHG�VDYLQJV�WR�WKH�SULYDWH�VHFWRU��DQG�UHIRUPHG�WD[DWLRQ�LQ�VXFK�D�ZD\�WR�SURPRWH�VDYLQJV�3DUWLFLSDQW� ,�WKLQN�LW�LV�LPSRUWDQW�IRU�(J\SW�DW�WKLV�SRLQW��DIWHU�LPSOHPHQWLQJ�WKH�ILUVW�SKDVH�RI�UHIRUP�DQG�JHWWLQJ�WR�D�PRUH�SDLQIXO�RQH��WR�NQRZ�PRUH�DERXW�WKH�SDFNDJH�ZLWK�ZKLFK�\RX�VXFFHHGHG��<RX�ULJKWO\�PHQWLRQHG�WKUHH�PDMRU�LQJUHGLHQWV��SHUFHSWLRQ��JRRG�JRYHUQPHQW�DQG�D�FULWLFDO�PDVV�RI�WHFKQLFLDQV��7R�KDYH�SHUFHSWLRQ��WKRXJK��\RX�QHHG�D�FRQFHSW��,�GRQ¶W�WKLQN�D�FULVLV�VLWXDWLRQ�LV�HQRXJK��$�JURXS�RI�HFRQRPLVWV�FDQ�IRUPXODWH�D�FRQFHSW�DQG�WKHQ�LPSOHPHQW�D�SURJUDP��EXW�OLQNHG�WR�WKLV�DUH�RWKHU�LPSRUWDQW�LQJUHGLHQWV��RQH�LV�WKH�SROLWLFDO�V\VWHP��$V�LW�ZDV�PHQWLRQHG��VRPH�6RXWKHDVW�$VLDQ�FRXQWULHV�WRGD\��DQG�&KLOH�SUHYLRXVO\��FRXOG�QRW�FODLP�WR�KDYH�IXOO�IOHGJHG�GHPRFUDWLF�V\VWHPV��EXW�VWLOO�WKH\�DUH�VXFFHVVIXO��<RX�XVHG�WKH�ZRUGV�FRQYLQFHG DQG�EHOLHYHG PDQ\�WLPHV��,Q�WKH�FDVH�RI�(J\SW�,�WKLQN�SHRSOH�ZHUH DEOH�WR�EHDU�WKH�FRVWV�DQG�FRQVHTXHQFHV�RI�WKH�ILUVW�SKDVH�EHFDXVH�LW�ZDV�FRQVXPHUV�ZKR�SDLG��,�FDQQRW�FRQILUP�WKDW�WKH\�GLG�WKDW�XSRQ�EHOLHI�UDWKHU�WKDQ�MXVW�EHLQJ�SUHVHQWHG�ZLWK�D�SURJUDP�E\�WKH�JRYHUQPHQW��%XW�ZLOO�WKH\�EH�DEOH�WR�EHDU�WKH�VHFRQG�SKDVH�ZLWKRXW�EHLQJ�IXOO\�FRQYLQFHG"�,Q�&KLOH��KRZ�ZHUH�\RX�DEOH�WR�
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ILUVW�FRQYLQFH�\RXUVHOYHV�DQG�WKHQ�WR�FRQYH\�WKH�PHVVDJH�WR�WKH�SHRSOH"�$IWHU�DOO��WKH�SHRSOH�DUH�HLWKHU�LPSOHPHQWLQJ�WKH�SURJUDP�RU�SD\LQJ�WKH�SULFH��RU�ERWK��,�WKLQN�(J\SW�LV�EDGO\�LQ�QHHG�RIJHWWLQJ�LQWR�VXFK�D�PHQWDO�VWDWH�RI�DIIDLUV�6SHDNHU� ,�ZDV�XVLQJ�WKH�ZRUGV�FRQYLQFHG�DQG�EHOLHYHG IURP�WKH�SHUVSHFWLYH�RI�WKH�SROLF\�PDNHU��QRW�WKH�FRQVXPHU��,Q�3HUX�LQ�WKH�EHJLQQLQJ�RI�WKH���V��SHRSOH�ZHUH�QRW�FRQYLQFHG�WKDW�WKH\�QHHGHG�D�IUHH�PDUNHW��WKH\�SUREDEO\�ZHUH�QRW�HYHQ�FRQVLGHULQJ�LW��%XW�LW�ZDV�FOHDU�WR�WKHP�WKDW�WKHUH�ZDV�FKDRV��DQG�VRPHERG\�ZDV�QRZ�SURYLGLQJ�OHDGHUVKLS�LQ�RUGHU�WR�JR�DKHDG��7KHLU�OHDGHU�ZDV�FRQYLQFHG�RI�WKH�QHHG�IRU�UHIRUP��:KHQ�\RX�DUH�LQ�D�SODQH��\RX�KDYH�WR�WUXVW�WKH�SLOR W�DQG�QRW�JR�LQWR�WKH�FRFNSLW�DQG�VWDUW�WRXFKLQJ�WKH�LQVWUXPHQWV��<RX�QHHG�VRPHERG\�WKHUH�ZKR�NQRZV�ZKDW�WR�GR��ZLWKRXW�KDYLQJ�SHRSOH�GRXEWLQJ�DQG�LQWHUIHULQJ��+RZ�WR�DFKLHYH�WKDW�GHSHQGV�RQ�HDFK�VRFLHW\¶V�UHDOLW\��%UD]LO�FRXOG�KDYH����SHUFHQW�LQIODWLRQ�LQ�D�PRQWK�DQG�SHRSOH�VD\��RND\��WKHUH�LV�LQIODWLRQ�EXW�ZH�FDQ�FRSH��LW�FRXOG�EH�ZRUVH��$QG�WKHQ��DW����SHUFHQW�D�PRQWK�WKH\�VD\��RND\��LW�FRXOG�EH�ZRUVH��6R�HYHQ�ZKHQ�WKHUH�LV�D�SUREOHP��SHRSOH�RIWHQ�QHHG�VRPHERG\�WR�SRLQW�LW�RXW��,Q�&KLOH��ZH�KDG�DQ�DJUHHPHQW�DW�WKH�HQG�RI�WKH���V��EHJLQQLQJ�RI�WKH���V��EHWZHHQ�FHUWDLQ�XQLYHUVLWLHV�DQG�&KLOHDQ�XQLYHUVLWLHV�IRU�WUDLQLQJ�D�GLYHUVH�JURXS�RI�SHRSOH��2QH�RI�WKHP��IURP�WKH�&KULVWLDQ�'HPRFUDW�SDUW\��LV�PLQLVWHU�RI�KHDOWK�WRGD\�LQ�&KLOH��$QRWKHU�ZDV�WKH�ILUVW�LPSRUWDQW�PLQLVWHU�LQ�WKH�PLOLWDU\�JRYHUQPHQW��DQG�KH�ZDV�YHU\�SURPLQHQW�LQ�RXU�LQLWLDO�UHIRUP�SURFHVV��$UJHQWLQD�KDSSHQHG�WR�KDYH�DQRWKHU�UHDOLW\��&DYDOOR��IRUPHUO\�JRYHUQRU�RI�WKH�FHQWUDO�EDQN��ZDV�RXW�RI�WKH�JRYHUQPHQW�IRU�\HDUV��'XULQJ�WKDW�WLPH�KH�FUHDWHG�D�IRXQGDWLRQ�WKDW�WUDLQHG�SHRSOH��LQ�D�SURYLQFH�IDU�DZD\�IURP�WKH�FDSLWDO��:KHQ�KH�ZDV�FDOOHG�WR�JRYHUQPHQW�KH�ZDV�DEOH�WR�EULQJ�PDQ\�SHRSOH�ZKR�KDG�EHHQ�ZRUNLQJ�ZLWK�KLP��DQG�SXW�WKHP�LQ�YDULRXV�SRVWV��6R�RQH�FDQ�VD\�KRZ�LW�ZDV�GRQH�LQ�&KLOH��LQ�3HUX��LQ�$UJHQWLQD��DQG�VRPHZKDW�LQ�0H[LFR��DQG�KRZ�LW�ZDV�QRW�GRQH�LQ�9HQH]XHOD��%XW�,�FDQQRW�VD\�KRZ�LW�FDQ�EH�GRQH�LQ�(J\SW��,�GRQ¶W�NQRZ�HQRXJK�DERXW�(J\SW��:KHQ�,�VD\�FRQYLQFHG��,�PHDQ�WKDW�WKH�SHRSOH�LQ�FKDUJH�QHHG�WR�EH�FRQYLQFHG��:KHQ�,�VD\�FUHDWLQJ�DQ�HQYLURQPHQW��,�PHDQ�WKH�SHUFHSWLRQ�LQ�WKH�SRSXODWLRQ�WKDW�\RX�KDYH�D�OHDGHUVKLS��DQG�WKDW�\RX�QHHG�WKH�FKDQJH��,�WKLQN�LW�LV�YHU\�GLIILFXOW�WR�FRQYLQFH�WKH�SRSXODWLRQ�RI�KRZ�WR�IO\�WKH�DLUSODQH��DQG�WKDW�ZLOO�WDNH�PXFK�ORQJHU��,�WKLQN�LW¶V�MXVW�KDSSHQLQJ�QRZ�LQ�&KLOH��2XU�LQVWLWXWLRQV�KDYH�EHHQ�FUHDWLQJ�WKH�HQWUHSUHQHXUV��VR�WKH\�KDYH�VXIILFLHQW�EDFNLQJ��:H�KDYH�D�YHU\�JRRG�WHFKQLFDO�GLDORJXH�QRZ��EXW�LW�KDV�WDNHQ�PDQ\�\HDUV�3DUWLFLSDQW� <RX�VDLG�WKDW�WKH�IDFW�WKDW�&KLOH�KDV�JURZQ�IRU�DERXW�KDOI�D�JHQHUDWLRQ DW�DERXW���RU���SHUFHQW�LV�DVVXUDQFH�HQRXJK�RI�VXFFHVV��EXW�FRQVLGHU�WKH�ILUVW����\HDUV�RI�&KLOH¶V�H[SHULHQFH��,Q�
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�����PDQ\�WKLQJV�ZHUH�ZRUVH�WKDQ�LQ�������3HU�FDSLWD�LQFRPH�ZDV�ORZHU��XQHPSOR\PHQW�ZDV�KLJKHU��VR�DFWXDOO\�WKH�VXFFHVV�LV�UHDOO\�PRUH�RU�OHVV�FRQFHQWUDWHG�LQ�WKH�ODVW����\HDUV��%XW�HYHQ�WKHUH�RQH�FDQ�VHH�VLJQV�ZKLFK�PDNH�RQH�XQVXUH��3HRSOH�WDONHG�DERXW�WKH�%UD]LOLDQ�PLUDFOH��EXW�%UD]LO�KDV�EHHQ�JURZLQJ�DW�DQ�DQQXDO�DYHUDJH�RI���SHUFHQW�IRU�PRUH�WKDQ����\HDUV��$FWXDOO\�&KLOH¶V�VXFFHVV�FRXOG�EH�UHYHUVHG��7KH�ZHDNQHVVHV�LQ�WKH�ODVW����\HDUV�WKURZ�VRPH�GRXEW��7KH�UDWH�RI�JURZWK�FRXOG�EH�WLHG�TXLWH�D�ORW�WR�WKH�SHUIRUPDQFH�RI�H[SRUWV��DQG�\RX�PD\�KDYH�EHHQ�OXFN\��3HUKDSV�\RX�FDQ�DWWULEXWH�WKH�VXFFHVV�WR�JRRG�H[SRUW�PDUNHWV�RU�KLJK�H[SRUW�SULFHV��7KH�UDWH�RI�JURZWK�KDV�EHHQ�TXLWH�YRODWLOH��WKH�DYHUDJH�LV�����SHUFHQW��EXW�VRPH�\HDUV�KDG�����SHUFHQW�LQ�WKH�ODVW�GHFDGH��7KH�VXFFHVV�LQ�GLYHUVLI\LQJ�H[SRUWV�LV�DOVR�GRXEWIXO��<RX�JUHDWO\�UHGXFHG�WKH�LPSRUWDQFH�RI�FRSSHU��EXW�\RX�DUH�VWLOO�GHSHQGHQW�RQ�SULPDU\�FRPPRGLWLHV��$V�IDU�DV�,�FDQ�VHH�IURP�WKH�ILJXUHV��PDQXIDFWXUHG�H[SRUWV�KDYH�QRW�UHDOO\�LPSURYHG�PXFK�DV�D�SURSRUWLRQ�RI�WKH�WRWDO��7KH�VKDUH�RI�PDQXIDFWXULQJ�LQ�WRWDO�RXWSXW�GRHVQ¶W�VHHP�SDUWLFXODUO\�LPSUHVVLYH��([WHUQDO�GHEW�VHHPV�WR�EH�ULVLQJ�VOLJKWO\��UDWKHU�WKDQ�IDOOLQJ��$OVR��GLVWULEXWLRQ�FRXOG�UHIOHFW�RQ�IXWXUH�JURZWK��,I�\RX�KDYH����SHUFHQW�RI�LQFRPH�JRLQJ�WR����SHUFHQW�RI�WKH�SRSXODWLRQ��VHHPLQJO\�WKH�KLJKHVW�LQ�WKH�ZRUOG�ZLWK�WKH�H[FHSWLRQ�RI�%UD]LO��KRZ�PXFK�FDQ�\RX�UHO\�RQ�WKH�GRPHVWLF�PDUNHW WR�SURWHFW�\RX�IURP�IOXFWXDWLRQV�RI�WKH�H[SRUW�PDUNHW"6SHDNHU�� ,�EHOLHYH�WKDW�\RX�KDYH�WR�EH�FDXWLRXV�DQG�PDLQWDLQ�WKH�VWDPLQD��DQG�QRW�EHFRPH�RYHUFRQILGHQW��,¶P�WKH�ILUVW�WR�VD\�WKDW�ZH�VKRXOGQ¶W�EH�VXUH�RI�VXFFHVV�LQ�WKH�QH[W����\HDUV��7KDW�LV�WKH�PDLQ�UHDVRQ�,�FUHDWHG�D�IRXQGDWLRQ�LQ�&KLOH��DQG�VWLOO�SDUWLFLSDWH�LQ�SXEOLF�OLIH�DQG�WU\�WR�LQIOXHQFH�SXEOLF�RSLQLRQ��7KDW�GRHV�QRW�PHDQ�WKDW�,�GRQ¶W�EHOLHYH�WKH�ODVW����\HDUV�ZHUH�D�VXFFHVV��%UD]LO�JUHZ���SHUFHQW�D�\HDU�IURP������WR�������ZLWK�SRSXODWLRQ�JURZWK�RI�����SHUFHQW��VLPLODU�WR�ZKDW�LV�JRLQJ�RQ�LQ�&KLOH�WRGD\��%UD]LO�KDV�SUREOHPV��EXW�LPDJLQH�ZKDW�WKHLU�SUREOHPV�ZRXOG�EH�WRGD\�LI�WKH\�KDGQ¶W�JRQH�WKURXJK�D�SURFHVV�RI����\HDUV�RI�JURZWK��7KH�QH[W����\HDUV�RI�JURZWK�DUH�QRW�DOUHDG\�LQ�RXU�SRFNHW�LQ�&KLOH��EXW�ZKDW�ZH�KDYH�DFKLHYHG�LV�ZRUWK�D�ORW��5HPHPEHU�WKDW�LQ�WKH�����V�DQG�WKH�EHJLQQLQJ�RI�WKH�����V�ZH�ZHQW�WKURXJK�D�FULVLV��7KHUH¶V�DOZD\V�D�UHDVRQ�IRU�D�FULVLV�DQG�\RX�KDYH�WR�SD\�WKH�FRVW��/DWLQ�$PHULFDQ�FRXQWULHV�DUH�SD\LQJ�IRU�ZKDW�WKH\�GLG��ZL WK�������\HDUV�RI�QR�JURZWK��0DQ\�$IULFDQ�FRXQWULHV�KDYH�QRW�EHHQ�JURZLQJ�LQ�SHU�FDSLWD�WHUPV�IRU�WKH�ODVW����\HDUV��,¶P�QRW�DZDUH�RI�WKH�ILJXUHV�RQ�(J\SW��EXW�,¶P�VXUH�WKDW�WKH\�GRQ¶W�VKRZ�D�VXFFHVV�VWRU\�LQ�UHODWLYH�WHUPV²FHUWDLQO\�(J\SW�ZDV�RQFH�PXFK�PRUH�LPSRUWDQW�WR�WKH�ZRUOG�WKDQ�LW�LV�WRGD\�
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,W�ZDV�WRXJK�WR�JHW�RXW�RI�WKH�FULVLV�EXW�ZH�ZHUH�DEOH�WR�UHFRYHU��2WKHUV�DUH�VWLOO�VXIIHULQJ�DQG�DUH�QRW�\HW�LQ�D�SRVLWLRQ�WR�VWDUW�UHFRYHULQJ��:KHQ�\RX�JR�LQWR�D�SURFHVV�RI�WXUPRLO�OLNH�PDMRU�UHODWLYH�SULFH�FKDQJHV��RLO�SULFHV�JRLQJ�XS��RU�FRSSHU�SULFHV�IDOOLQJ��VWDWLVWLFV�DUH�D�SUREOHP��<RX�FRPSDUHG������ZLWK�������EXW������ZDV�D�\HDU�RI�YHU\�ORZ�RLO�SULFHV��:H�ZHUH�FRQVXPLQJ�D�ORW�RI�RLO��DQG�GULYLQJ�ELJ�FDUV��%\������ZH�KDG�VPDOO�FDUV��8VLQJ������GDWD�IRU�FRPSDULVRQ�GRHV�QRW�UHDOO\�UHIOHFW�ZKDW�KDSSHQHG��:KDW�ZH�DOUHDG\�KDYH�GRQH�LV�HQRXJK�WR�VKRZ�WKDW�UHIRUP�UHDOO\�GHVHUYHV�WKH�HIIRUW��<RX�PHQWLRQHG�FHUWDLQ�ZHDNQHVVHV��$FWXDOO\�RXU�H[SRUW�PDUNHWV�KDYH�QRW�EHHQ�VR�IDYRUDEOH��&RSSHU�ZDV�DQ�LPSRUWDQW�H[SRUW��DQG�LWV������DEVROXWH�UHDO�YDOXH�WRGD\�VKRXOG�EH�DERXW�������D�SRXQG��7KH�FRUQHU�SULFH�WRGD\�ZRXOG�EH�DERXW��������OHVV�WKDQ�KDOI��$W�WLPHV�ZH�KDYH�KDG�FRSSHU�SULFHV�RI������D�SRXQG��DQG�ZH�ZHUH�DEOH�WR�FRSH��:H�KDYH�KDG�YRODWLOH�JURZWK�LQ�D�FHUWDLQ�VHQVH��EXW�ZH�KDYH�EHHQ�FRQVLVWHQWO\�JURZLQJ��:H�KDG�D���SHUFHQW�JURZWK�UDWH�RQH�\HDU�DQG����SHUFHQW�DQRWKHU�\HDU��EXW�WKDW¶V�EHFDXVH�RI�PDWKHPDWLFV��DQG�ZH�KDYH�F\FOHV��,I�\RX�ORRN�DW�'HFHPEHU�WR�'HFHPEHU��RU�-XQH�WR�-XQH��WKH�UHVXOWV�FRXOG�EH�QLQH�DQG�IRXU��RU QLQH�DQG�ILYH��&KLOH¶V�HFRQRP\�JRHV�WKURXJK�F\FOHV�OLNH�RWKHU�HFRQRPLHV��:H�VKRXOG�GR�EHWWHU�LQ�PDQDJLQJ�WKRVH�F\FOHV��EXW�FOHDUO\�ZH�DUH�QRW�JRLQJ�LQWR�D�SURFHVV�RI�D�ERRP�WKDW�LV�QRW�VXVWDLQDEOH�$V�IRU�ZKHWKHU�ZH�KDYH�GLYHUVLILHG�RXU�H[SRUWV��FRSSHU�ZDV�RQFH����SHUFHQW�RI�RXU�H[SRUWV��EXW�WRGD\�LW�FRPSULVHV����SHUFHQW��DOWKRXJK�ZH�DUH�H[SRUWLQJ�DERXW�WKUHH�WLPHV�WKH�YROXPH�RI�FRSSHU��VHH�ILJXUH������:H�QHDUO\�HUDVHG�HYHU\RQH�HOVH�IURP�WKH�PDS�RI�FRSSHU�SURGXFWLRQ��$IULFD�DQG�3HUX�DUH�QR�ORQJHU�PDMRU�SURGXFHUV��:H�DOPRVW�HUDVHG�WKH�86�IURP�WKH�FRSSHU�PDUNHW��:LWK�OHVV�WKDQ�KDOI�WKH�SULFH��ZH�H[SRUW�PRUH�WKDQ�GRXEOH�ZKDW�WKH\�H[SRUW��:H�KDYH�GLYHUVH�H[SRUWV��QRW�DV�PXFK�DV�WKH�86��EXW�ZH�DUH�RQO\����PLOOLRQ�SHRSOH��,W¶V�PXFK�EHWWHU�IRU�XV�WR�KDYH�WKH�EHVW�WHFKQRORJ\�LQ�WKH�ZRUOG�IRU�SURGXFLQJ�FRSSHU�WKDQ�WR�H[SRUW�FDUV��:H�DUH�YHU\�JRRG�WHFKQRORJLFDOO\�LQ�FRSSHU�2QO\�SDUW�RI�RXU�VXFFHVV�FDQ�EH�DWWULEXWHG�WR�RXU�OXFN�LQ�KDYLQJ�QDWXUDO�UHVRXUFHV��:H�DUH�GHYHORSLQJ�WHFKQRORJ\�IRU�RXU�UHVRXUFHV��DSSO\LQJ�JHQHWLF�HQJLQHHULQJ�LQ�IRUHVWU\�DQG�LQ�FXOWLYDWLQJ�JUDSHV��IRU�H[DPSOH��WR�EHWWHU�VXLW�RXU�QHHGV��([SRUWLQJ�IUHVK�IUXLWV�WR�GLVWDQW�PDUNHWV�QHHGV�D�ORW�RI�WHFKQRORJ\�LQ�SURGXFLQJ��KDQGOLQJ��DQG�PDUNHWLQJ��,Q�RUGHU�WR�SURJUHVV�ZH�QHHG�WR�GLVFRYHU�QHZ�WKLQJV��:KHQ�,�ZDV�D�FKLOG��-DSDQHVH�WR\V�ZHUH�FRQVLGHUHG�FKHDS�DQG�RI�EDG�TXDOLW\��%XW�-DSDQHVH�SURGXFWV�ZHQW�IURP�ORZ�SULFHV�WR�KLJK�SULFHV�DQG�KLJK�WHFKQRORJ\��7KDW�LV�ZKDW�ZH�PXVW�GR�
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&KLOH�PD\�EH�RYHUYDOXLQJ�LWV�H[FKDQJH�UDWH�ODWHO\��ZKLFK�,�EHOLHYH�LV�RQH�RI WKH�ZRUVW�PDFURHFRQRPLF�HUURUV�\RX�FDQ�FRPPLW��,W�RFFXUV�EHFDXVH�SHRSOH�ZDQW�VWDELOL]DWLRQ��EXW�ZH�VKRXOG�QRW�UHVRUW�WR�WKDW��,�DOVR�WKLQN�WKDW�&KLOH�KDV�LQFUHDVHG�WKH�VL]H�RI�WKH�EXGJHW��DQG�PD\�EH�FUHDWLQJ�SUREOHPV�IRU�WKH�SULYDWH�VHFWRU��,I�WKHVH�WUHQGV�FRQWLQXH��ZH�PD\�VHH�D�VORZ�GHFUHDVH�LQ�WKH�UDWH�RI�JURZWK��DQG�LI�LW�UHDFKHV���SHUFHQW��WKHUH�ZLOO�EH�SUREOHPV�ZLWK�FRQVHQVXV�LQ�VRFLHW\�&RQFHUQLQJ�H[WHUQDO�GHEW��&KLOH¶V�UHVHUYHV�DUH�DERXW�����ELOOLRQ��2XU�WRWDO�GHEW�ZDV�DERXW�����ELOOLRQ��*'3�LV�DERXW�����ELOOLRQ��DQG�RXU�H[SRUWV�LQ�JRRGV�DQG�VHUYLFHV�DUH�FORVH�WR�����ELOOLRQ��:H�GRQ¶W�KDYH�D�KLJK�GHEW��:H�KDYH�DERXW����ELOOLRQ�LQYHVWHG�DEURDG��,Q�IDFW��PDQ\�&KLOHDQ�IULHQGV�WROG�PH�WR�ILQG�VRPHWKLQJ�LQ�(J\SW�WR�LQYHVW�LQ��DQG�WR�VHH�KRZ�(J\SW¶V�VWRFN�PDUNHW�LV�SHUIRUPLQJ�
)LJXUH���� &KLOHDQ�([SRUWV��'LYHUVLILFDWLRQ�E\�SURGXFWV����������
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����
����
����
����
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&RSSHU1RQ��&RSSHU$JUL���)RUHVWU\��6HD�3URG�0LQLQJ�([FO��FRSSHU,QGXVWULDO

3HUFHQWDJH�RI�7RWDO�([SRUWV

6RXUFH��&HQWUDO�%DQN�RI�&KLOH

0D\EH�RXU�SROLFLHV�GR�QRW�HQFRXUDJH�ORFDO�LQYHVWPHQW�HQRXJK��DQG�RXU�LQYHVWRUV�ORRN�DEURDG�WRR�PXFK��EXW�LW¶V�D�PLQRU�SUREOHP�$V�IRU�LQFRPH�GLVWULEXWLRQ��,¶P�IXOO\�FRQYLQFHG�WKDW�WKH�PDMRU�SUREOHPV�LQ�/DWLQ�$PHULFD�ZHUH�FRQFHSWXDOO\�ERUQ�LQ�WKH�W\SLFDO�GLOHPPD�RI�JURZWK�YHUVXV�GLVWULEXWLRQ��:KHQ�,�ZDV�D�VWXGHQW��WKHUH�ZHUH�SHRSOH�WHDFKLQJ�XV�WKDW�LW�LV�EHWWHU�WR�KDYH�OHVV�JURZWK�DQG�D�OLWWOH�PRUH�LQIODWLRQ�LQ�RUGHU�WR�KDYH�EHWWHU�GLVWULEXWLRQ�DQG�VWDELOLW\��,�UHFRJQL]H�WKDW�ZH�KDYH�LQFRPH�GLVSDULWLHV�LQ�&KLOH��EXW�ZH�KDYH�LPSURYHG�WKH�VLWXDWLRQ�RI�WKH�SRRU��WR�D�JRRG�H[WHQW��7KHUH�ZDV�TXLWH�D�FRQVHQVXV�LQ�
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&KLOHDQ�VRFLHW\�WKDW�PHDVXUHV�WR�SURPRWH�HTXLW\�WKURXJK�SXVKLQJ�ZDJHV�XS�DQG�FORVLQJ�WKH�HFRQRP\�ZHUH�ZURQJ��:H�PDGH�D�PDMRU�HIIRUW�WR�DWWDFN�WKH�F\FOH�RI�SRYHUW\�RI�WKH�YHU\�SRRU��SHRSOH�ZKR�GR�QRW�JR�WR�VFKRRO�RU�GR�QRW�KDYH�HQRXJK�QXWULWLRQ��7KHUH�LV�VWLOO�SRYHUW\��EXW�OHVV�SRYHUW\��DQG�PRUH�KRSH��,�DSSUHFLDWH�\RXU�FULWLFLVP��EHFDXVH�,�DP�FULWLFDO�WRR��EXW�,�IHHO�PXFK�PRUH�FRPIRUWDEOH�VSHDNLQJ�RI�&KLOH�WRGD\��ZKHQ�DIWHU�WKH�FKDQJH�RI�JRYHUQPHQW��RXU�SROLFLHV�ZHUH�PDLQWDLQHG��7KDW�LV�QRW�WKH�ODVW�ZRUG��EXW�LW¶V�LPSRUWDQW�WR�SRLQW�WR�RXU�VXFFHVV��HQG�
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