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6WDWHV��6HFWLRQ�9,�FRQVLGHUV�RSWLRQV�IURP�D�86 SHUVSHFWLYH�DQG�6HFWLRQ�9,,�VXPPDUL]HV�DQG�FRQFOXGHV�
,,��7KH�86�(J\SW�(FRQRPLF�5HODWLRQVKLS7UDGH7KH�86�(J\SW�HFRQRPLF�UHODWLRQVKLS�LV�DV\PPHWULFDO��)RU�WKH�8QLWHG�6WDWHV��(J\SW�UHSUHVHQWV�D�UHODWLYHO\�PLQRU�H[SRUW�PDUNHW�DQG�DQ�HYHQ�OHVV�LPSRUWDQW�VRXUFH�RI�LPSRUWV��)RU�(J\SW��RQ�WKH�RWKHU�KDQG��WKH�8QLWHG�6WDWHV�LV�D�PDMRU�VRXUFH�RI�LPSRUWV��LQYHVWPHQW�DQG�DLG�DQG�DQ�LPSRUWDQW�H[SRUW�PDUNHW��,Q�������(J\SW�ZDV�WKH���WK
ODUJHVW�H[SRUW�PDUNHW�IRU�WKH�8QLWHG�6WDWHV�DQG�DFFRXQWHG�IRU�RQO\�DERXW�KDOI�RI�RQHSHUFHQW�RI�86�H[SRUWV�RYHUDOO��86�LPSRUWV�IURP�(J\SW�UHSUHVHQWHG�OHVV�WKDQ�RQH�WHQWK�RI�D�SHUFHQW�RI�DOO�86�LPSRUWV��SODFLQJ�(J\SW�IDU�GRZQ�WKH�UDQNV�DV�D�86�VXSSOLHU�� %\�FRQWUDVW��LPSRUWV�IURP�DQG�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�DFFRXQWHG�IRU�DERXW����DQG����SHUFHQW�RI�WRWDO�(J\SWLDQ�LPSRUWV�DQG�H[SRUWV�UHVSHFWLYHO\��PDNLQJ�WKH�86�(J\SW¶V�VHFRQG�PRVW�LPSRUWDQW�WUDGLQJ�SDUWQHU�DIWHU�WKH�(XURSHDQ�8QLRQ�$�QRWHZRUWK\�IHDWXUH�RI�86�(J\SW�WUDGH�LV�WKDW�86�H[SRUWV�WR�(J\SW�WRWDOHG������ELOOLRQ�LQ�������ZKLFK�ZDV�IDU�LQ�H[FHVV�RI�WKH������PLOOLRQ�WKH�8QLWHG�6WDWHV�LPSRUWHG��7KLV�SUHSRQGHUDQFH�RI�PHUFKDQGLVH�LPSRUWV�RYHU�H[SRUWV�LV�W\SLFDO�RI�(J\SW¶V�WUDGH�SDWWHUQV��,Q�������IRU�H[DPSOH��(J\SW¶V�LPSRUWV�DQG�H[SRUWV�ZHUH�HTXDO�WR������SHUFHQW�DQG�����SHUFHQW�RI�*'3�UHVSHFWLYHO\��7KH�ORZ�OHYHO�RI�PHUFKDQGLVH�H[SRUWV�UHIOHFWV�(J\SW¶V�IDLOXUH�WR�GHYHORS�DV�D�PDQXIDFWXULQJ�H[SRUWHU��&XUUHQWO\��(J\SW�LV�DEOH�WR�SD\�IRU�LPSRUWV�ZLWK�UHYHQXH�IURP�RWKHU�VRXUFHV��PRVW�QRWDEO\�DLG��VHUYLFHV�H[SRUWV�VXFK�DV�WRXULVP��UHPLWWDQFHV�IURP�(J\SWLDQ�ZRUNHUV�DEURDG�DQG�HDUQLQJV�IURP�WKH�6XH]�&DQDO��,Q�WKH�ORQJ�UXQ��KRZHYHU��LI�LW�LV�WR�JURZ�UDSLGO\��(J\SW�ZLOO�KDYH�WR�LPSURYH�LWV�H[SRUW�SHUIRUPDQFH�WR�PHHW�LWV�JURZLQJ�LPSRUW�GHPDQG�$V�UHSRUWHG�LQ�7DEOH����DPRQJ�WKH�PDMRU�86�H[SRUWV�WR�(J\SW�ZHUH�ZKHDW�������PLOOLRQ���PDL]H�������PLOOLRQ��DQG�DUPV�������PLOOLRQ��ZLWK�RWKHU�PDQXIDFWXUHG�JRRGV�DPRXQWLQJ�WR�������PLOOLRQ��RU�DERXW����SHUFHQW�RI�WRWDO�86�H[SRUWV��$V�WKLV�FRPSRVLWLRQ�RI�JRRGV�LQGLFDWHV��WKH�UHODWLYHO\�KLJK�YDOXH�RI�86�H[SRUWV�VKRXOG�QRW�EH�WKRXJKW�RI�DV�JHQHUDWHG�LQ�DQ�RSHQ�HFRQRP\�E\�SULYDWH��PDUNHW�EDVHG�GHPDQG��7KH\�
� (J\SWLDQ� LPSRUWV� IURP� WKH�8QLWHG� 6WDWHV� DUH� FRQVLGHUDEO\� OHVV� WKDQ� WKRVH� RI� FRXQWULHV�ZLWK�ZKRP� WKH�8QLWHG�6WDWHV� KDV� HLWKHU� VLJQHG� RU� SODQV� WR� VLJQ� IUHH� WUDGH� DJUHHPHQWV�� ,Q� ������ WKH\�ZHUH� HTXDO� WR� ���� SHUFHQW� RI�86�H[SRUWV�WR�&DQDGD������SHUFHQW�RI�86�H[SRUWV�WR�0H[LFR��DERXW������SHUFHQW�RI�86�H[SRUWV�WR�,VUDHO�DQG����SHUFHQW�RI�86�H[SRUWV�WR�&KLOH�
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UHIOHFW�(J\SW¶V�LQDELOLW\�WR�IHHG�LWVHOI��LWV�PLOLWDU\�UHOLDQFH�RQ�WKH�8QLWHG�6WDWHV��DQG�WKH�QHFHVVLW\�RI�LPSRUWLQJ�KLJK�WHFKQRORJ\�HTXLSPHQW�SULPDULO\�IRU�LQIUDVWUXFWXUH�DQG�RWKHU�SXEOLF�SXUSRVHV��$URXQG�KDOI�RI�DOO�86�H[SRUWV�WR�(J\SW�DUH�ILQDQFHG�LQ�SDUW�E\�86�PLOLWDU\�RU�HFRQRPLF�DLG�7DEOH���VKRZV�WKDW�86�LPSRUWV�IURP�(J\SW�DUH�FRQFHQWUDWHG�LQ�IXHOV�������PLOOLRQ�LQ��������DSSDUHO�������PLOOLRQ��DQG�WH[WLOHV������PLOOLRQ��ZKLFK�WRJHWKHU�PDGH�XS�RYHU����SHUFHQW�RI�DOO�H[SRUWV��+RZHYHU��HYHQ�LQ�WKHVH�FRPPRGLWLHV��(J\SW�LV�D�YHU\�VPDOO�SDUWLFLSDQW�LQ�WKH�86�PDUNHW��(J\SW¶V�SHWUROHXP�H[SRUWV�ZHUH�WRR�VPDOO�WR�SODFH�LW�RQ�WKH�OLVW�RI�WKH�WRS����VXSSOLHUV��(J\SWLDQ�H[SRUWV�RI�FRWWRQ�DSSDUHO�EURXJKW�LQ�XQGHU�0XOWL�ILEHU�$JUHHPHQW�TXRWDV��YDOXHG�DW�����PLOOLRQ�LQ�������ZHUH�HTXDO�WR�MXVW�����SHUFHQW�RI�DOO�86�FRWWRQ�DSSDUHO�LPSRUWV�VXEMHFW�WR�0)$�TXRWDV��2YHUDOO��DOWKRXJK�(J\SWLDQ�H[SRUWV�RI�DSSDUHO�WR�WKH�8QLWHG�6WDWHV�GRXEOHG�LQ�YDOXH�EHWZHHQ������DQG�������DW������PLOOLRQ�LQ������WKH\�ZHUH�MXVW�RYHU�KDOI�D�SHUFHQW�RI�DOO�86�DSSDUHO�LPSRUWV�RI�������ELOOLRQ�LQ�WKH�VDPH�\HDU�2I�FRXUVH��RQH�UHDVRQ�WKDW�(J\SW�LV�D�VPDOO�WUDGLQJ�SDUWQHU�IRU�WKH�8QLWHG�6WDWHV�LV�WKDW�LW LV�D�UHODWLYHO\�VPDOO�DQG�XQGHUGHYHORSHG�HFRQRP\��,WV�*'3�RI�������ELOOLRQ�LQ������ZDV�HTXDO�WR�OHVV�WKDQ�RQH�SHUFHQW�RI�WKDW�RI�WKH�8QLWHG�6WDWHV��ZKLOH�LWV�SHU�FDSLWD�LQFRPH�RI������EDUHO\�SODFHV�LW�ZLWKLQ�WKH�UDQNV�RI�PLGGOH�LQFRPH�GHYHORSLQJ�FRXQWULHV��1RQHWKHOHVV��(J\SW¶V�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�LQ�SDUWLFXODU�DQG�WKH�ZRUOG�LQ�JHQHUDO�DUH�FRQVLGHUDEO\�VPDOOHU�WKDQ�PDQ\�RWKHU�FRXQWULHV�ZLWK�*'3V�WKDW�DUH�VLPLODU�
86�%DUULHUV:LWK�WKH�SRVVLEOH�H[FHSWLRQ�RI�WH[WLOHV�DQG�DSSDUHO��86�WDULII�EDUULHUV�DUH�QRW�WKH�UHDVRQ�IRU�WKLV�ORZ�OHYHO�RI�(J\SWLDQ�H[SRUWV��,QGHHG��WKH�FRPELQDWLRQ�RI�(J\SW¶V�SUHIHUHQFHV�XQGHU�WKH�*HQHUDO�6\VWHP�RI�3UHIHUHQFHV��*63��SURJUDP�DQG�ORZ�86�WDULIIV�RQ�LQGXVWULDO�SURGXFWV�JHQHUDOO\�UHGXFHV�WKH�DYHUDJH�GXWLHV�SDLG�E\�(J\SW�RQ�QRQ�WH[WLOH�SURGXFWV�WR�OHVV�WKDQ�WZR�SHUFHQW��1RQ�WDULII�EDUULHUV�DUH�DOVR�QRW�LPSRUWDQW�LQ�DJULFXOWXUDO�SURGXFWV�H[SRUWHG�E\�(J\SW�WR�WKH�8QLWHG�6WDWHV��,QVWHDG��RXWVLGH�RI�WH[WLOHV��WKH�UHDVRQV�DSSHDU�WR�OLH�ZLWK�(J\SW¶V�ODFN�RI�FRPSHWLWLYHQHVV��UDWKHU�WKDQ�86�EDUULHUV�%DUULHUV�DUH VXEVWDQWLDO�LQ�DSSDUHO�DQG�WH[WLOHV��86�WDULIIV�LQ������DYHUDJHG�����SHUFHQW�RQ�(J\SWLDQ�WH[WLOHV�DQG������SHUFHQW�RQ�FORWKLQJ��DQG�DV�KLJK�DV����WR����
SHUFHQW�RQ�FORWKLQJ�SURGXFWV�VXFK�DV�VZHDWHUV�DQG�FRWWRQ�XQGHUVKLUWV��,Q�DGGLWLRQ��PRVW�(J\SWLDQ�H[SRUWV�RI�WH[WLOHV�DQG�DSSDUHO�WR�WKH�8QLWHG�6WDWHV�DUH�VXEMHFW�WR�TXRWDV�XQGHU�WKH�0XOWL�)LEHU�
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$JUHHPHQW��ZKLFK�FRYHUHG����SHUFHQW�RI�(J\SWLDQ�H[SRUWV�RI�FORWKLQJ�DQG������SHUFHQW�RI�H[SRUWV�RI�DSSDUHO���+RZHYHU��DFFRUGLQJ�WR�.KHLU�HO�'LQ�DQG�6D\HG��������S������IRU�WKH�PRVW�SDUW�(J\SW�GRHV�QRW�ILOO�LWV�TXRWD�DOORWPHQWV�DQG�WKXV�³LWV��WH[WLOH��H[SRUW�SHUIRUPDQFH�LV�FRQVWUDLQHG�E\�GRPHVWLF�IDFWRUV�UDWKHU�WKDQ�OLPLWLQJ�FRQGLWLRQV�LQ�H[SRUW�PDUNHWV�´
(J\SWLDQ�%DUULHUV7DULIIV$V�UHSRUWHG�LQ�7DEOH����86�H[SRUWV�DUH�FRQFHQWUDWHG�LQ�QRQ�FRPSHWLQJ�DJULFXOWXUH��PDFKLQHU\��WUDQVSRUWDWLRQ��DUPV�DQG�KLJK�WHFK�SURGXFWV�RQ�ZKLFK�WDULIIV�DUH�W\SLFDOO\�ORZHU�WKDQ�DYHUDJH��&XUUHQWO\��IRU�PDQ\�W\SHV�RI�FDSLWDO�JRRGV��WDULIIV�DUH����SHUFHQW�RU�OHVV��1RQHWKHOHVV��WKHUH�DUH�RWKHU�86�SURGXFWV�ZKLFK�DUH�SUHYHQWHG�IURP�FRPSHWLQJ�LQ�WKH�(J\SWLDQ�PDUNHW�E\�WKH�JHQHUDOO\�KLJK�OHYHO�RI�WDULIIV�� :HLJKWHG�E\�H[SRUW�VKDUHV�LQ�������GDWD�IURP�+RHNPDQ��0DVNXV�HW�DO��������LQGLFDWH�WKDW�WKH�DYHUDJH�WDULII�RQ�86�H[SRUWV�LV������SHUFHQW��
2WKHU�%DUULHUV7KH�86�JRYHUQPHQW�SXEOLVKHV�VHYHUDO�UHSRUWV�ZKLFK�URXWLQHO\�GHVFULEH�WKH�WUDGH�EDUULHUV�IDFHG�E\�86�ILUPV�DQG�SURGXFWV�LQ�IRUHLJQ�PDUNHWV��,Q�SDUWLFXODU��HDFK�\HDU�WKH�8QLWHG�6WDWHV�7UDGH�5HSUHVHQWDWLYH��8675��LVVXHV�D SXEOLFDWLRQ�RQ�IRUHLJQ�WUDGH�EDUULHUV��WKH�86�&RPPHUFH�'HSDUWPHQW�SXEOLVKHV�FRPPHUFLDO�JXLGHV��DQG�WKH�86�6WDWH�'HSDUWPHQW�DQDO\VHV�FXUUHQW�HFRQRPLF�WUHQGV��7KH�$SSHQGL[�GUDZV�RQ�WKHVH�SXEOLFDWLRQV�WR�SURYLGH�D�IODYRU�IRU�86�FRQFHUQV�ZLWK�UHJDUG�WR�(J\SW� $V�LQGLFDWHG��WKHVH�LQFOXGH�FXVWRPV�DGPLQLVWUDWLRQ�DQG�SURFHGXUHV��VWDQGDUGV��JRYHUQPHQW�
SURFXUHPHQW��LQWHOOHFWXDO�SURSHUW\��LQYHVWPHQW�SURFHGXUHV�DQG�UXOHV��FRPSHWLWLRQ�SROLF\��SKDUPDFHXWLFDO�SULFH�FRQWUROV��ZRUNHUV�ULJKWV�DQG�UHG�WDSH�
,QYHVWPHQW,Q������WKH�YDOXH�RI�86�LQYHVWPHQWV�LQ�(J\SW�ZDV�DERXW������ELOOLRQ��7KLV�FRQVWLWXWHG�DERXW����SHUFHQW�RI�RYHUDOO�)',�LQ�WKH�FRXQWU\��7KH�GRPLQDQW�VKDUH�RI�86�LQYHVWPHQW��DPRXQWLQJ�WR������ELOOLRQ��ZDV�LQYHVWHG�LQ�SHWUROHXP��$VLGH�IURP�SHWUROHXP��86�
� (J\SWLDQ� WDULIIV� LQ� ����� ZHUH� DV� KLJK� DV� ���� SHUFHQW�� 6XEVHTXHQWO\� WKHUH� KDYH� EHHQ� VHYHUDO� SKDVHV� RI� WDULII�UHGXFWLRQ�� ,Q� )HEUXDU\� ������ WKH� JRYHUQPHQW� UHGXFHG� FXVWRP� GXWLHV� RQ� ��� FDWHJRULHV� RI� PDFKLQHU\� DQG� RWKHU�GXUDEOH�LPSRUWHG�JRRGV�IURP�D�UDQJH�RI����WR����SHUFHQW�WR�D�IODW�UDWH�RI����SHUFHQW��,Q�-DQXDU\�������WKHUH�ZDV�D�VLPLODU� UHGXFWLRQ�RQ����FDSLWDO�FRPPRGLWLHV�� ,Q�2FWREHU������� WDULIIV�ZHUH�VHW�DW�EHWZHHQ��� WR����SHUFHQW��+LJK�UDWHV� VWLOO� DSSO\� WR� DXWRPRELOHV�ZLWK� HQJLQHV� ODUJHU� WKDQ� ����FF�� DOFRKROLF� EHYHUDJHV�� DQG� FHUWDLQ� OX[XU\� LWHPV��)XUWKHUPRUH�� (J\SWLDQ� &XVWRPV� DVVHVVHV� D� WKUHH� RU� VL[� SHUFHQW� VHUYLFH� IHH� RQ� LPSRUWV�� GHSHQGLQJ� RQ� WKH� WDULII�DSSOLHG��8675��1DWLRQDO�7UDGH�(VWLPDWH�5HSRUW�RQ�)RUHLJQ�7UDGH�%DUULHUV�������S�����
� $FFRUGLQJ�WR�+RHNPDQ���������HYHQ�DIWHU�IXOO�LPSOHPHQWDWLRQ�RI�8UXJXD\�5RXQG�FRPPLWPHQWV�LQ�������(J\SW¶V�ILQDO�ERXQG�WDULIIV�ZLOO�UHPDLQ�KLJK��DYHUDJLQJ�DERXW����SHUFHQW�LQ�DJULFXOWXUH�����SHUFHQW�LQ�LQGXVWU\��DQG�DERXW����SHUFHQW�RYHUDOO�
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LQYHVWPHQW�LQ�(J\SW�LV�TXLWH�VPDOO��,Q�������LW�ZDV�YDOXHG�DW������PLOOLRQ�LQ�PDQXIDFWXULQJ������PLOOLRQ�LQ�ZKROHVDOH�WUDGH�DQG������PLOOLRQ�LQ�EDQNLQJ��(J\SW�FOHDUO\�GRHV�QRW�SOD\�D�PDMRU�UROH��HLWKHU�DV�D�ORFDWLRQ�IRU�IRUHLJQ�LQYHVWPHQW�GHVLJQHG�WR�VHUYLFH�WKH�GRPHVWLF�PDUNHW�RU�WR�XWLOL]H�(J\SWLDQ�UHVRXUFHV�DQG�ODERU�WR�SURGXFH�H[SRUWV�
$LG(J\SW¶V�VLJQLILFDQFH�WR�WKH�8QLWHG�6WDWHV�LV�UHYHDOHG�E\�WKH�DLG�LW�UHFHLYHV��2YHUDOO��86�DLG�WR�(J\SW�LQ������ZDV������ELOOLRQ��0RUH�WKDQ�KDOI�RI�WKLV�DLG�������ELOOLRQ�LQ�������WRRN�WKH�IRUP�RI�PLOLWDU\�DVVLVWDQFH��ZLWK�DERXW������PLOOLRQ�DOORFDWHG�WR�HFRQRPLF�DVVLVWDQFH��(J\SW�LV�WKH�VHFRQG�ODUJHVW�UHFLSLHQW�RI�86�DLG�DIWHU�,VUDHO�DQG��LQ�������(J\SW�DFFRXQWHG�IRU�DOPRVW����SHUFHQW�RI�DOO�86�DLG��� UHIOHFWLQJ�VKDUHV�RI������SHUFHQW�RI�DOO�86�HFRQRPLF�DVVLVWDQFH�DQG������SHUFHQW�RI�DOO�86�IRUHLJQ�PLOLWDU\�DLG��(J\SW¶V�LPSRUWDQFH�DV�DQ�DLG�UHFLSLHQW�IDU�RXWZHLJKV�LWV�HFRQRPLF�LPSRUWDQFH��)RU�H[DPSOH��WKH�86�HFRQRPLF�DLG�WR�(J\SW�RI������PLOOLRQ�LQ������ZDV�VLPLODU�LQ�PDJQLWXGH�WR�DOO�86�DLG�WR�VXE�6DKDUDQ�$IULFD�RU�WR�DOO�RI�/DWLQ�$PHULFD�,Q�VXP��WKHUHIRUH��WKH�HFRQRPLF�UHODWLRQVKLS�EHWZHHQ�(J\SW�DQG�WKH�8QLWHG�6WDWHV�LV�GRPLQDWHG�E\�SROLWLFDO�FRQVLGHUDWLRQV��ZLWK�SULYDWH�LQWHUDFWLRQ�UHVWULFWHG�E\�WUDGH�EDUULHUV��)RU�WKH�PRVW�SDUW��(J\SW�KDV�IDLOHG�WR�SHQHWUDWH�LQWHUQDWLRQDO�PDUNHWV�IRU�ILQLVKHG�JRRGV��7KH�IHZ�WH[WLOH�SURGXFWV�WKH�8QLWHG�6WDWHV�DFWXDOO\�LPSRUWV�IURP�(J\SW�DUH�VXEMHFW�WR�TXRWDV�DQG�KLJK�WDULIIV��86�H[SRUWV�WR�(J\SW�DUH�DOPRVW�ILYH�WLPHV�DV�ODUJH�DV�LPSRUWV�IURP�(J\SW��6RPH�H[SRUWV�DUH�GULYHQ�E\�VSHFLDO�IDFWRUV��EXW�WKH�UHPDLQGHU�LV�FRQVWUDLQHG�E\�KLJK�WDULIIV��7KH�8QLWHG�6WDWHV�KDV�UXQ�D�VXEVWDQWLDO�WUDGH�VXUSOXV�WR�(J\SW��ZKLFK�KDV�DOPRVW�SUHFLVHO\�EHHQ�PDWFKHG�E\�PLOLWDU\�DQG�HFRQRPLF�DVVLVWDQFH�



(&(6�:3�����/DZUHQFH�����

�

+++��6JG�75�6TCFG�2QNKE[�%QPVGZV³$Q� LPSRUWDQW� DVSHFW� RI� RXU� DJHQGD� LV� WR� EXLOG� RQ� WKH� UHJLRQDO� DQG�PXOWLODWHUDO� DJUHHPHQWV� DOUHDG\� UHDFKHG�� VHHNLQJ� KLJKHU� OHYHOV� RI�REOLJDWLRQV��:H� DOVR� DLP� WR� H[SDQG� WKH� FRYHUDJH�RI� WUDGH� DJUHHPHQWV� WR�DGGUHVV�SUDFWLFHV�WKDW�XQGHUPLQH�EHQHILWV�DFKLHYHG�WKURXJK�VWURQJHU�WUDGH�UXOHV� DQG� PDUNHW� DFFHVV� FRPPLWPHQWV�� WUDGH� GLVWRUWLRQV� FUHDWHG� E\� ORZ�ODERU�VWDQGDUGV��H[FHVVLYH�UHJXODWLRQ��WKH�ODFN�RI�WUDQVSDUHQF\��EULEHU\�DQG�FRUUXSWLRQ��EDUULHUV�WR�HQYLURQPHQWDOO\�VXVWDLQDEOH�GHYHORSPHQW�DQG�DQWL�FRPSHWLWLYH�EHKDYLRU�DIIHFWLQJ�WUDGH�´�

5GXGTCN�HGCVWTGU�QH�75�VTCFG�RQNKE[�CTG�ETWEKCN�HQT�GXCNWCVKPI�VJG�NKMGNKJQQF�CPF�EJCTCEVGT�QH�C�75�'I[RV�(6#��+P�RCTVKEWNCT��VJG�75�RQUKVKQP�KP�VJG�YQTNF�JCU�EJCPIGF�QXGT�VJG�RQUVYCT�RGTKQF�CPF�KP�TGURQPUG��75 VTCFG�RQNKE[��YJKEJ�KU�JKIJN[�TGURQPUKXG�VQ�FQOGUVKE�RQNKVKECN�EQPEGTPU��JCU�FQPG�NKMGYKUG��6JG�7PKVGF�5VCVGU�JCU�UJKHVGF�CYC[�HTQO�CP�CRRTQCEJ�YJKEJ�TGNKGF�GZENWUKXGN[�QP�OWNVKNCVGTCNKUO�
VQ�FGCN�YKVJ�DTQCFGT�DCTTKGTU��VQYCTFU�C�OWNVK�VTCEM�CRRTQCEJ�YJKEJ�EQPHTQPVU�KUUWGU�QH�FGGRGT�KPVGTPCVKQPCN�GEQPQOKE�KPVGITCVKQP��+H�C�75�'I[RV�(6#�KU�VQ�RTQXG�CVVTCEVKXG�VQ�VJG�7PKVGF�5VCVGU��KV�YKNN�JCXG�VQ�OGUJ�YKVJ�VJGUG�DTQCFGT�RQNKE[�EQPEGTPU�(QT�OWEJ�QH�VJG�RQUVYCT�GTC��VJGTGHQTG��VJG�7PKVGF�5VCVGU�EQPEGPVTCVGF�QP�UWRRQTVKPI�C�TWNGU�DCUGF��OWNVKNCVGTCN�INQDCN�U[UVGO�DCUGF�QP�VJG�)GPGTCN�#ITGGOGPV�QP�6CTKHHU�CPF�6TCFG��� )#66��#U�DQTFGT�DCTTKGTU�JCXG�FGENKPGF��JQYGXGT��VJG�7PKVGF�5VCVGU�KPETGCUKPIN[�ECNNGF�HQT�KPVGTPCVKQPCN�OGCUWTGU�YJKEJ�TGNCVG�VQ�RQNKEKGU�HQTOGTN[�VJQWIJV�QH�CU�RWTGN[�FQOGUVKE�KP�PCVWTG�CPF�HQT�IQXGTPCPEG�OGEJCPKUOU�YJKEJ�OCMG�UWEJ�OGCUWTGU�OQTG�ETGFKDNG�CPF�DKPFKPI��2TQFWEV�UVCPFCTFU��KPXGUVOGPV�RQNKEKGU��EQORGVKVKQP�RQNKEKGU��KPVGNNGEVWCN�RTQRGTV[��GPXKTQPOGPVCN�RQNKEKGU��NCDQT�UVCPFCTFU�CPF�JWOCP�TKIJVU��CNN�QPEG�VJQWIJV�QH�CU�OCVVGTU�QH�RWTGN[�FQOGUVKE�EQPEGTP�CTG�EQOKPI�WPFGT�KPVGTPCVKQPCN�UETWVKP[�9JCV�CEEQWPVU�HQT�VJKU�UJKHV!�1PG�TGCUQP�KU�VJG�EJCPIKPI�PCVWTG�QH�KPVGTPCVKQPCN�EQORGVKVKQP��� KP�RCTVKEWNCT��VJG�KPETGCUKPIN[�EQORNGOGPVCT[�TQNG�QH�VTCFG�CPF�FKTGEV�HQTGKIP�KPXGUVOGPV��6Q�EQORGVG�GHHGEVKXGN[�KP�UQRJKUVKECVGF��JKIJ�VGEJPQNQI[�OCPWHCEVWTGF�RTQFWEVU��C�UKIPKHKECPV�FQOGUVKE�RTGUGPEG�KU�QHVGP�TGSWKTGF�HQT�
� 8675��1DWLRQDO�7UDGH�(VWLPDWH�5HSRUW�RQ�)RUHLJQ�7UDGH�%DUULHUV�������S�����
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OCTMGVKPI��UCNGU�CPF�UGTXKEG��6JG�CDKNKV[�VQ�HQNNQY�OCTMGV�VTGPFU��TGURQPF�VQ�EWUVQOGT�PGGFU��CPF�CESWKTG�KPPQXCVKXG�UOCNNGT�HKTOU�KP�CNN�OCLQT�OCTMGVU�JCU�DGEQOG�GUUGPVKCN�HQT�EQORGVKVKXG�UWEEGUU��(QTGKIP�KPXGUVOGPV�CPF�VTCFG�JCXG�PQV�QPN[�DGGP�KP�IQQFU�RTQFWEVKQP��&KTGEV�HQTGKIP�KPXGUVOGPV�JCU�ITQYP�GXGP�OQTG�TCRKFN[�KP�UGTXKEGU��+PFGGF��VJKU�KU�SWKVG�PCVWTCN�UKPEG�VJG�GUUGPEG�QH�C�UGTXKEG�KU�VJCV�KV�KU�RTQFWEGF�CPF�EQPUWOGF�KP�VJG�UCOG�NQECVKQP��5GTXKEGU�KPXGUVOGPV�KU�DGKPI�FTKXGP��KP�RCTV��D[�VJG�INQDCNK\CVKQP�QH�UGEVQTU��QPEG�RWTGN[�QT�JGCXKN[�FQOGUVKE�KP�PCVWTG��6JG�KPVGTPCVKQPCN�FKHHWUKQP�QH�KPPQXCVKQPU�JCU�CNUQ�DGEQOG�KPETGCUKPIN[�TCRKF�6JGUG�EQPUKFGTCVKQPU�CNN�NGCF�VQ�C�ITGCVGT�GORJCUKU�QP�OCTMGV�CEEGUU�HQT�HKTOU�CU�YGNN�CU�RTQFWEVU��6JG�KORQTVCPEG�QH�CEEGUU�KP�VWTP�NGCFU�VQ�HTKEVKQPU�TGUWNVKPI�HTQO�FKHHGTKPI�U[UVGOU�QH�EQTRQTCVG�IQXGTPCPEG�CPF�TWNGU�QH�QRGTCVKQP��'XGP�YJGTG�DQTFGT�DCTTKGTU�CTG�TGOQXGF��VJG�YGCM�GPHQTEGOGPV�QH�CPVK�VTWUV�RQNKEKGU��HQT�GZCORNG��ECP�NGCF�VQ�EQNNWUKQP�YJKEJ�NKOKVU�PGY�GPVT[��/WNVKPCVKQPCN�HKTOU�YJKEJ�RNCP�VQ�UQWTEG�KP�QPG�EQWPVT[�CPF�UGNN�KP�QVJGTU�PCVWTCNN[�UGGM�UGEWTG�QRGTCVKPI�TWNGU��KPVGNNGEVWCN�RTQRGTV[�TKIJVU�CPF�VGEJPKECN�UVCPFCTFU�CPF�TGIWNCVKQPU�VJCV�CTG�KPVGTPCVKQPCNN[�EQORCVKDNG�1XGT�VJG�RQUVYCT�RGTKQF��VTCFG�JCU�DGEQOG�OQTG�KORQTVCPV�VQ�VJG�75�GEQPQO[�CPF�75�HKTOU�JCXG�EQOG�WPFGT�KPETGCUKPI�EQORGVKVKXG�RTGUUWTGU��6JGUG�EJCPIGF�EKTEWOUVCPEGU�JCXG�CNUQ�JCF�C�RTQHQWPF�KORCEV�QP�VJG�FGITGG�QH�KORQTVCPEG�CEEQTFGF�VTCFG�CU�C�RQNKVKECN�KUUWG��6JG�%QPUVKVWVKQP�QH�VJG�7PKVGF�5VCVGU�CEVWCNN[�IKXGU�VJG�%QPITGUU��TCVJGT�VJCP�VJG�2TGUKFGPV��VJG�HKPCN�UC[�KP�VJG�EQPFWEV�QH�75�VTCFG�RQNKE[��#PF�KV�KU�C�RQYGT�VJCV�VJG�%QPITGUU�LGCNQWUN[�IWCTFU��#U�NQPI�CU�VJGTG�YCU�C�UVTQPI�FQOGUVKE�EQPUGPUWU�VQ�UWRRQTV�HTGG�VTCFG�CPF�VTCFG�YCU�TGNCVKXGN[�WPKORQTVCPV�VQ�OQUV�#OGTKECPU��75�VTCFG�RQNKE[�EQWNF�TGOCKP�TGNCVKXGN[�HQEWUGF�QP�INQDCN�U[UVGOKE�IQCNU�CPF�75�VTCFG�RQNKE[�OCMKPI�EQWNF�DG�EQPHKPGF�VQ�C�JCPFHWN�QH�URGEKCNKUVU��*QYGXGT��CU�VTCFG�RTGUUWTGU�KPETGCUGF��CPF�VTCFG�DGECOG�OQTG�UCNKGPV�KP�VJG�FQOGUVKE�RQNKVKECN�FGDCVG��VJG�EQPFWEV�QH�75�VTCFG�RQNKE[�JCU�DGEQOG�KPETGCUKPIN[�EQPUVTCKPGF�D[�FQOGUVKE�RQNKVKECN�KPVGTGUVU�6JG�ITQYKPI�KORQTVCPEG�QH�VTCFG�KUUWGU�RQNKVKECNN[�JCU�JCF�VJTGG�RQYGTHWN�GHHGEVU��(KTUV��KV�JCU�KPETGCUGF�VJG�RTGUUWTG�QP�VJG�75�CFOKPKUVTCVKQP�VQ�FQ�UQOGVJKPI�CDQWV�VJGO��#EEQTFKPIN[��75�RQNKE[�JCU�UJKHVGF�HTQO�TGN[KPI�CNOQUV�GZENWUKXGN[�QP�VKOG�EQPUWOKPI�OWNVKNCVGTCN�CRRTQCEJGU�VJTQWIJ�VJG�)#66��VQYCTFU�C�OWNVK�VTCEM�
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CRRTQCEJ�YJKEJ�KPENWFGU�WPKNCVGTCN��DKNCVGTCN��CPF�TGIKQPCN�OGCUWTGU��5GEQPF��75�RQNKE[�JCU�DGEQOG�KPETGCUKPIN[�EQPEGTPGF�YKVJ�KUUWGU�QH�HCKT�VTCFG��#U�PCVKQPCN�FKHHGTGPEGU�PCTTQY�CPF�VJG�KPVGPUKV[�QH�EQORGVKVKQP�KPETGCUGU��NQECVKQPCN�FGEKUKQPU�DGEQOG�OQTG�UGPUKVKXG�VQ�TGNCVKXGN[�UOCNN�FKHHGTGPEGU�KP�FQOGUVKE�RQNKEKGU�CPF�RTCEVKEGU��2CTCFQZKECNN[��VJG�OQTG�UKOKNCT�EQWPVTKGU�CTG��VJG�OQTG�UKIPKHKECPV�VJGKT�TGOCKPKPI�FKHHGTGPEGU�DGEQOG�KP�FGVGTOKPKPI�VTCFG�CPF�KPXGUVOGPV�HNQYU��6JKU�PCVWTCNN[�ETGCVGU�RTGUUWTGU�HQT�JCTOQPK\CVKQP�QH�FQOGUVKE�TWNGU�CPF�RQNKEKGU�CPF�KPETGCUGU�ECNNU�HQT�C�NGXGN�RNC[KPI�HKGNF�6JG�KPETGCUGF�RQNKVKEK\CVKQP�QH�VTCFG�RQNKE[�JCU�VWTPGF�CVVGPVKQP�VQ�PQP�GEQPQOKE�HCEVQTU��9JGP�%QPITGUU�KU�CUMGF�VQ�XQVG�VQ�ITCPV�GZVGPUKXG�VTCFG�DGPGHKVU�VQ�VTCFKPI�RCTVPGTU�VJG[�WUG�VJG�QRRQTVWPKV[�VQ�TCKUG�SWGUVKQPU�CDQWV�KUUWGU�UWEJ�CU�JWOCP�CPF�CPKOCN�TKIJVU��TCEKCN�FKUETKOKPCVKQP�CPF�RQNKVKECN�RTCEVKEGU��#NN�VJGUG�JCXG�DGEQOG�KPVGTVYKPGF�KP�VTCFG�RQNKE[�FKUEWUUKQPU�$Q�DGGLWLRQDO�IDFWRU�LQ�WKH�86�HFRQRPLF�HQYLURQPHQW�VKRXOG�DOVR�EH�QRWHG��)RU�WZR�GHFDGHV��ODERU�PDUNHW�SHUIRUPDQFH�LQ�WKH�8QLWHG�6WDWHV�DV�EHHQ�OHVV�WKDQ�VDWLVIDFWRU\� 5HDO�ZDJHV�KDYH�VWDJQDWHG��%HWZHHQ������DQG�������UHDO�KRXUO\�FRPSHQVDWLRQ�URVH�E\�RQO\���SHUFHQW�$�VHFRQG�RPLQRXV�GHYHORSPHQW�LQ�WKH�$PHULFDQ�HFRQRP\�KDV�DFFRPSDQLHG�WKLV�VOXPS�LQ�UHDO�HDUQLQJV�JURZWK��D�GUDPDWLF�LQFUHDVH�LQ�WKH�LQHTXDOLW\�RI�HDUQLQJV�EDVHG�RQ�HGXFDWLRQ�DQG�RFFXSDWLRQ��:KHQ�DUUD\HG�E\�HGXFDWLRQ�RU�RFFXSDWLRQ��WKH�FKDQJHV�RYHU�WKH�GHFDGH�KDYH�DQ�XQLQWHUUXSWHG�SDWWHUQ��WKH�KLJKHU�WKH�OHYHO�RI�HGXFDWLRQ��WKH�KLJKHU�WKH�LQFUHDVH�LQ�HDUQLQJV��7KH�SUHPLXP�FRPPDQGHG�E\�ERWK�PHQ�DQG�ZRPHQ�ZLWK�KLJKHU�HGXFDWLRQDO�RU�RFFXSDWLRQDO�VWDWXV�KDV�LQFUHDVHG�GUDPDWLFDOO\��,Q�WKH�8QLWHG�6WDWHV��DODUPV�KDYH�EHHQ�VRXQGHG�DERXW�WKH�UROH�RI�WUDGH�DQG�LQWHUQDWLRQDO�LQYHVWPHQW�LQ�VKLIWLQJ�WKH�GHPDQG�IRU�XQVNLOOHG�ODERU��7KH�FRLQFLGHQFH�RI�$PHULFD¶V�FKDQJHG�LQWHUQDWLRQDO�HFRQRPLF�UHODWLRQV�ZLWK�LWV�VORZ�UHDO�ZDJH�JURZWK�DQG�ZLGHQLQJ�ZDJH�LQHTXDOLW\�PDNHV�LW�VFDUFHO\�VXUSULVLQJ�WKDW�WKH�IRUPHU�KDV�IUHTXHQWO\�EHHQ�DGYDQFHG�DV�D�SULPDU\�FDXVH�RI�WKH�ODWWHU�7KH�GHEDWH�RYHU�1$)7$�LQ������FU\VWDOOL]HG�FRQFHUQV�RYHU�ZDJH SHUIRUPDQFH�WKDW�DUH�EHVW�FDSWXUHG�E\�5RVV�3HURW
V�DOOXVLRQ�WR�WKH�³JLDQW�VXFNLQJ�VRXQG´�RI�MREV�DV�WKH\�PRYH�VRXWKZDUG��$QRWKHU�FRQFHUQ�LQ�WKH�GHEDWH�DERXW�1$)7$�ZDV�WKH�LPSHWXV�LW�SURYLGHG�IRU�ZKDW�PDQ\�LQ�WKH�8QLWHG�6WDWHV�VHH�DV�D�PDMRU�SKHQRPHQRQ��� WKDW�RI�³UXQDZD\�SODQWV´��� WKH�UHORFDWLRQ�E\�PXOWLQDWLRQDOV�WR�ORZ�ZDJH�FRXQWULHV��)LQDOO\��
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WKHUH�ZHUH�FRQFHUQV�WKDW�FRPSHWLWLRQ�ZLWK�FRXQWULHV�ZKR�GR�QRW�UHVSHFW�ODERU�VWDQGDUGV�FRXOG�GDPDJH�86�ZRUNHUV��:KLOH�1$)7$�ZDV�SDVVHG�E\�WKH�86�&RQJUHVV�LW�OHIW�SROLWLFDO�ZRXQGV�WKDW�UHPDLQ�GHHS��,Q�DGGLWLRQ��0H[LFR¶V�ILQDQFLDO�FULVHV�FRQWULEXWHG�WR�WKH�ODFN�RI�SRSXODULW\�RI�1$)7$�DV�D�SROLWLFDO�LVVXH��,Q�WKLV�HQYLURQPHQW��LW�KDV�EHHQ�YHU\�GLIILFXOW��SROLWLFDOO\��IRU�WKH�&OLQWRQ�$GPLQLVWUDWLRQ�WR�REWDLQ�IDVW�WUDFN DXWKRULW\�IURP�&RQJUHVV�WR�QHJRWLDWH�LWV�SURSRVHG�)7$�ZLWK�&KLOH�DQG�WR�SDUWLFLSDWH�LQ�RWKHU�UHJLRQDO�DQG�PXOWLODWHUDO�WUDGH�QHJRWLDWLRQV�,Q�VXP��WKHUH�DUH�IRXU�LPSRUWDQW�LQWHUDFWLYH�IHDWXUHV�RI�86�WUDGH�SROLF\��)LUVW��WKH�HPSKDVLV�RQ�GHHSHU�LQWHUQDWLRQDO�LQWHJUDWLRQ��VHFRQG��WKH�XVH�RI�PXOWL�WUDFN�UDWKHU�WKDQ�SXUHO\�PXOWLODWHUDO�DSSURDFKHV�WR�WUDGH�OLEHUDOL]DWLRQ��WKLUG��WKH�SROLWLFL]DWLRQ�RI�WUDGH�SROLF\��DQG�IRXUWK��FRQFHUQV�DERXW�JOREDOL]DWLRQ�DQG�LWV�LPSDFW�RQ�XQVNLOOHG�$PHULFDQ�ZRUNHUV��6JGUG�EQPEGTPU�JGNR�FGVGTOKPG�DQVJ�VJG�HGCUKDKNKV[�CPF�VJG�EJCTCEVGT�QH�C�HWVWTG�75�'I[RV�CITGGOGPV��(KTUV��KH�VJG�CITGGOGPV�KU�VQ�DG�PGIQVKCVGF��KV�KU�NKMGN[�VQ�JCXG�VQ�DG�FGGR�CPF�KPXQNXG�OQTG�VJCP�UKORN[�VJG�TGOQXCN�QH�DQTFGT�DCTTKGTU��5GEQPF��KV�EQWNF�OGGV�YKVJ�RQNKVKECN�QDUVCENGU��PQV�UKORN[�VJQUG�TGNCVGF�URGEKHKECNN[�VQ�75�'I[RV�VTCFG�SWGUVKQPU�QT�VJG�NKMGN[�GEQPQOKE�KORCEV�QH�VJG�CITGGOGPV��DWV�TCVJGT�VQ�VJG�DTQCFGT�EQPEGTPU�QH�INQDCNK\CVKQP�CPF�KVU�KPVGTCEVKQP�YKVJ�FQOGUVKE�75�GEQPQOKE�RTQDNGOU�
,9��%HQFKPDUNV�IRU�DQ�$JUHHPHQW7KLV�VHFWLRQ�GHVFULEHV�WZR�W\SHV�RI�EHQFKPDUNV�WKDW�FRXOG�VHUYH�DV�PRGHOV�IRU�D�86�(J\SW�)7$��7KH�ILUVW�EHQFKPDUN�LV�WKH�WUDGLWLRQDO�*$77�)7$�ZKLFK�LV�UHSUHVHQWHG�E\�DJUHHPHQWV�VXFK�DV�WKH�86�,VUDHO�)7$�DQG�WKH�(XUR�0HG�DJUHHPHQWV�EHWZHHQ�WKH�(XURSHDQ�8QLRQ�DQG�RWKHU�0(1$�FRXQWULHV��7KH�VHFRQG�EHQFKPDUN�ZLOO�EH�WHUPHG�D�:72�SOXV�DJUHHPHQW�ZKLFK�LV�UHSUHVHQWHG�E\�1$)7$�DQG�FXUUHQW�SODQV�IRU�:HVWHUQ�+HPLVSKHUH�IUHH�WUDGH��7KH�IROORZLQJ�VHFWLRQ�HYDOXDWHV�ZKLFK�RI�WKHVH�EHQFKPDUNV�DSSHDUV�EHWWHU�VXLWHG�WR�D�86�(J\SW�DJUHHPHQW�IURP�D�86�VWDQGSRLQW�
86�,VUDHO�)UHH�7UDGH7KH�86�,VUDHO�)7$�ZDV�VLJQHG�IRU�VHYHUDO�UHDVRQV��$Q�LPPHGLDWH�FRQFHUQ�IRU�,VUDHO�ZDV�WKDW�LQ������WKH�*63�SURJUDP�ZKLFK�JDYH�,VUDHO�SUHIHUHQWLDO�DFFHVV�WR�WKH�86�
� /[�TGUGCTEJ�ECNNU�VJGUG�XKGYU�KPVQ�SWGUVKQP��+V�UWIIGUVU�VJG�OCLQT�UQWT EG�QH�VJG�RTQDNGOU�HCEKPI�YQTMGTU�KP�VJG�FGXGNQRGF�EQWPVTKGU�KU�EJCPIGU�KP�VGEJPQNQI[��KP�RCTVKEWNCT�NCDQT �UWDUVKVWVKPI�VGEJPKECN�EJCPIG�TCVJGT�VJCP�VTCFG��5GG�4QDGTV�<��.CYTGPEG� 5KPING�9QTNF��&KXKFGF�0CVKQPU��6JG� +ORCEV�QH� +PVGTPCVKQPCN�6TCFG�QP�1'%&�.CDQT�/CTMGVU��$TQQMKPIU�+PUVKVWVKQP�CPF�1'%&�&GXGNQROGPV�%GPVGT��9CUJKPIVQP�&�%��������
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PDUNHW�ZDV�VFKHGXOHG�WR�H[SLUH��7KHUH�ZDV�DOVR�D�VWURQJ�GULYH�LQ�WKH�8QLWHG�6WDWHV�WR�FRQILQH�WKH�SURJUDP�WR�OHDVW�GHYHORSHG�FRXQWULHV�DQG�WR�IRUFH�PRUH�DGYDQFHG�GHYHORSLQJ�FRXQWULHV�WR�³JUDGXDWH�´�,VUDHO�FRXOG�KDYH�EHHQ�DPRQJ�WKLV�JURXS��7KH�ZLOOLQJQHVV�RQ�WKH�SDUW�RI�WKH�8QLWHG�6WDWHV�WR�VLJQ�WKH�DJUHHPHQW�ZLWK�,VUDHO�ZDV�DOVR�LQWHUHVWLQJ��7KH�8QLWHG�6WDWHV�KDG�KLVWRULFDOO\�UHIXVHG�WR�QHJRWLDWH�SUHIHUHQWLDO�DUUDQJHPHQWV�EHFDXVH�LW�KDG�EHHQ�WKH�YLFWLP�RI�VXFK�DUUDQJHPHQWV���SDUWLFXODUO\�LPSHULDO�SUHIHUHQFHV��� LQ�WKH�����V��,Q�DGGLWLRQ��WKH�8QLWHG�6WDWHV�KDG�SOD\HG�D�SLYRWDO�UROH�DV�WKH�OHDGHU�RI�WKH�PXOWLODWHUDO�WUDGLQJ�V\VWHP��+RZHYHU��LQ�WKH�HDUO\�����V��GLIILFXOWLHV�LQ�ODXQFKLQJ�WKH�8UXJXD\�5RXQG�KDG�OHG�WKH�8QLWHG�6WDWHV�WR�ORRN�PRUH�IDYRUDEO\�RQ�D�PXOWL�WUDFN�DSSURDFK�WR�OLEHUDOL]DWLRQ��3DUDGR[LFDOO\��WKH�IDFW�WKDW�XQLTXH�VWUDWHJLF�DUJXPHQWV�FRXOG�EH�XVHG�WR�DFKLHYH�DQ�DJUHHPHQW�ZLWK�D�SDUWQHU�WKDW�ZDV�QRW�SDUWLFXODUO\�VLJQLILFDQW�HFRQRPLFDOO\�PDGH�WKH�DJUHHPHQW�HDVLHU�IURP�D�SROLWLFDO�VWDQGSRLQW��2QFH�FRQFOXGHG��LW�FUHDWHG�D�SUHFHGHQW�ZKLFK�KHOSHG�WKH�SDVVDJH�RI�WKH�86�&DQDGD�DJUHHPHQW�$QRWKHU�PRWLYH�IRU�WKH�DJUHHPHQW�KDV�LQWHUHVWLQJ�VLPLODULWLHV�ZLWK�WKH�WRSLF�RI�WKLV�SDSHU��-XVW�DV�(J\SW�KDV�FRQFOXGHG�D�)7$�ZLWK�WKH�(XURSHDQ�8QLRQ�VR��LQ�������,VUDHO�KDG�FRQFOXGHG D�)7$�ZLWK�WKH�(XURSHDQ�&RPPXQLW\��7KLV�DJUHHPHQW�ZDV�VFKHGXOHG�WR�EH�IXOO\�LPSOHPHQWHG�E\������E\�ZKLFK�WLPH�,VUDHOL�WDULIIV�RQ�(XURSHDQ�H[SRUWV�ZHUH�WR�EH�HOLPLQDWHG��:LWKRXW�D�VLPLODU�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV��,VUDHO�ZRXOG�KDYH�EHHQ�GLVFULPLQDWLQJ�DJDLQVW�LWV�PRVW�LPSRUWDQW�DOO\��7KLV�ZRXOG�KDYH�EHHQ�SROLWLFDOO\�SUREOHPDWLF�DQG�HFRQRPLFDOO\�GDPDJLQJ�ERWK�WR�WKH�8QLWHG�6WDWHV��DV�LW�ZRXOG�FDXVH�H[SRUW�ORVVHV��DQG�WR�,VUDHO��DV�LW�ZRXOG�OHDG�WR�SXUFKDVHV�RI�(XURSHDQ�SURGXFWV�ZKHQ�$PHULFDQ�SURGXFWV ZRXOG�KDYH�EHHQ�SUHIHUUHG��KDG�WKH\�EHHQ�DYDLODEOH�ZLWKRXW�LPSRUW�GXWLHV�)RU�WKH�8QLWHG�6WDWHV��WKH�DJUHHPHQW�FUHDWHG�DOPRVW�QR�QHHG�IRU�DGMXVWPHQW��VLQFH�RYHU����SHUFHQW�RI�,VUDHOL�H[SRUWV�DFWXDOO\�HQWHUHG�WKH�86�GXW\�IUHH�EHIRUH�WKH�DJUHHPHQW�ZDV�VLJQHG�EHFDXVH�,VUDHO�ZDV�DOUHDG\�WKH�UHFLSLHQW�RI�SUHIHUHQFHV�XQGHU�WKH�*63�SURJUDP��0RUHRYHU��,VUDHOL�WUDGH�LV�UHODWLYHO\�XQLPSRUWDQW�IRU�WKH�8QLWHG�6WDWHV��86�H[SRUWV�WR�,VUDHO��RQ�WKH�RWKHU�KDQG��ZHUH�VXEMHFW�WR�WDULII�DQG�QRQ�WDULII�EDUULHUV�ZKLFK�ZHUH�PRUH�VLJQLILFDQW��,Q�������WKH�H[SOLFLW�GXWLHV�DYHUDJHG�DERXW�����SHUFHQW��DOWKRXJK�DGGLWLRQDO�IHHV���KLGGHQ�WDULIIV��YDOXHG�DW�����SHUFHQW��ZHUH�DOVR�
� )RU�D�PRUH�FRPSOHWH�GLVFXVVLRQ�VHH�5RVHQ�LQ�6FKRWW���������3HO]PDQ��������DQG�*ROGEHUJ��������
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OHYLHG�LQ�WKH�FRXUVH�RI�DSSO\LQJ�WKH�SXUFKDVH�WD[��)URP�DQ�$PHULFDQ�VWDQGSRLQW��YLHZHG�WKURXJK�WKH�PHUFDQWLOLVW�SHUVSHFWLYH�E\�ZKLFK�H[SRUWV�DUH�JRRG�DQG�LPSRUWV�DUH�EDG��WKH�DJUHHPHQW�ZDV�OLNHO\�WR�LQFUHDVH�QHW�H[SRUWV��ZKLOH�,VUDHO�KDG�DOUHDG\�DJUHHG�WR�JLYH�(8�SURGXFWV�GXW\�IUHH�DFFHVV��VR�WKDW�,VUDHOL�SURGXFHUV�ZHUH�DOUHDG\�ERXQG�WR�PDNH�DGMXVWPHQWV�7DULIIV ZHUH�UHGXFHG�LQ�IRXU�VWDJHV�RYHU�D�WHQ�\HDU�SHULRG��,Q�WKH�ILUVW�VWDJH�WDULIIV�ZHUH�HOLPLQDWHG�RQ���SHUFHQW�RI�86�H[SRUWV�WR�,VUDHO�DQG����SHUFHQW�RI�,VUDHOL�H[SRUWV�WR�WKH�8QLWHG�6WDWHV��,VUDHO��DV�WKH�UHODWLYHO\�OHVV�GHYHORSHG�SDUWQHU��ZDV�JLYHQ�PRUH�WLPH�WR�SKDVH�LQ�LWV�FRQFHVVLRQV�7KH�DJUHHPHQW�DSSHDUV�WR�KDYH�PHW�WKH�EDVLF�UHTXLUHPHQWV�XQGHU�*$77�$UWLFOH����ZKLFK�JRYHUQV�SUHIHUHQWLDO�WUDGLQJ�DJUHHPHQWV��,W�FRYHUHG�VXEVWDQWLDOO\�DOO�WUDGH��LW�GLG�QRW�UDLVH�H[WHUQDO�EDUULHUV�DQG�LW�ZDV�LPSOHPHQWHG�ZLWKLQ�WHQ�\HDUV��+RZHYHU��LW�GLG�QRW�JR�EH\RQG�WKH�*$77�E\�LPSOHPHQWLQJ�PHDVXUHV�ZKLFK�ZRXOG�DFKLHYH�GHHSHU�HFRQRPLF�LQWHJUDWLRQ��)LUVW��WKH�DJUHHPHQW�GLG�QRW�HOLPLQDWH�WUDGH�UHPHGLHV��VXFK�DV�FRXQWHUYDLOLQJ�GXWLHV�DQG�DQWL�GXPSLQJ�� DQG�LW�GLG�QRW�LPSOHPHQW�D�ELQGLQJ�ELQDWLRQDO�GLVSXWH�UHVROXWLRQ�PHFKDQLVP��DOWKRXJK�,VUDHO�ZDV�UHTXLUHG�WR�VLJQ�WKH�*$77�VXEVLGLHV�FRGH��6HFRQG��LW�GLG�QRW�UHDOO\�FRYHU�VHUYLFHV�ZLWK�DQ\�SURYLVLRQV�WKDW�ZHUH�ELQGLQJ��7KLUG��LW�GLG�QRW�IXOO\�OLEHUDOL]H�,VUDHOL�DJULFXOWXUH��$OWKRXJK�LQ�SULQFLSOH�WDULIIV�ZHUH�HOLPLQDWHG��LQ�DJULFXOWXUH�QRQ�WDULII�PHDVXUHV��VXFK�DV�TXRWDV�DQG�HYHQ�RXWULJKW�EDQV��ZHUH�SHUPLWWHG�� )RXUWK��LW�GLG�QRW�HVWDEOLVK�IXOO�IUHHGRP�IRU�LQYHVWPHQW�DOWKRXJK�LW�GLG�GHDO�ZLWK�WUDGH�UHODWHG�LQYHVWPHQW�PHDVXUHV�E\�HQVXULQJ�WKDW�UHTXLUHPHQWV�WR�H[SRUW�RU�SXUFKDVH�GRPHVWLF�JRRGV�DQG�VHUYLFHV�QRW�EH�D�FRQGLWLRQ�IRU�LQYHVWPHQW�RU�UHFHLYLQJ�LQYHVWPHQW�VXEVLGLHV�:KDW�OHVVRQV�GRHV�WKH�86�,VUDHO�DJUHHPHQW�SURYLGH"�,Q�VHYHUDO�UHVSHFWV�WKHUH�DUH�LQWHUHVWLQJ�DQDORJLHV�ZKLFK�FRXOG PDNH�WKH�86�,VUDHO�DJUHHPHQW�D�QRWHZRUWK\�SUHFHGHQW�IRU�D�86�(J\SW�DJUHHPHQW��)LUVW��WKHUH�ZHUH�VWURQJ�SROLWLFDO�PRWLYDWLRQV�IRU�FRQFOXGLQJ�D�)7$��,VUDHO�OLNH�(J\SW�ZDV�D�NH\�86�DOO\�LQ�WKH�0LGGOH�(DVW��7KH�DJUHHPHQW�KHOSHG�FHPHQW�WKDW�UHODWLRQVKLS��6HFRQG��,VUDHO�KDG�VLJQHG�D�)7$�ZLWK�
� ,VUDHO�ZDV�DOORZHG��XQWLO�������XQGHU�$UWLFOH����RI�WKH�DJUHHPHQW�IRU�LQIDQW�LQGXVWU\�UHDVRQV�WR�LQFUHDVH�RU�UHLQWURGXFH�DG�YDORUHP�GXWLHV�QRW�H[FHHGLQJ����SHUFHQW�DERYH�WKH�DJUHHG�OHYHO��+RZHYHU��WKH�SHUFHQWDJH�RI�SURGXFWV�WR�ZKLFK�WKLV�FRXOG�DSSO\�ZDV�QRW�WR�H[FHHG����SHUFHQW�RI�WKH�WRWDO�YDOXH�RI�,VUDHOL�LPSRUWV�IURP�WKH�8QLWHG�6WDWHV�
� ,Q�2FWREHU�������WKH�8QLWHG�6WDWHV�FRQVXOWHG�ZLWK�,VUDHO�RQ�EULQJLQJ�WKH�)7$$�LQWR�FRPSOLDQFH�ZLWK�WKH�:72�VWDQGDUG�IRU�DJULFXOWXUH�OLEHUDOL]DWLRQ��,VUDHO�KDV�VLQFH�DJUHHG�WR�VWHDG\�LPSURYHPHQWV�LQ�86�DFFHVV�IRU�DJULFXOWXUDO�JRRGV�
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(XURSH��7KH�DJUHHPHQW�KHOSHG�UHEDODQFH�,VUDHO¶V�HFRQRPLF�OLQNV�ZLWK�WKH�8QLWHG�6WDWHV�DQG�PLWLJDWH�WKH�WUDGH�GLYHUVLRQ�LW�HQWDLOHG��7KLUG��,VUDHO�ZDV�D�UHODWLYHO\�PLQRU�WUDGLQJ�SDUWQHU�IRU�WKH�8QLWHG�6WDWHV�DQG�DOUHDG\�UHFHLYLQJ�VXEVWDQWLDO�SUHIHUHQWLDO�DFFHVV�VR�WKH�DJUHHPHQW�GLG�QRW�UHTXLUH�PDMRU�HFRQRPLF�DGMXVWPHQWV��(J\SW�KDV�D�VLPLODU�UHODWLRQVKLS��)RXUWK��,VUDHO�IDFHG�WKH�SRWHQWLDO�ORVV�RI�LWV�SUHIHUHQWLDO�DFFHVV�WR�WKH�86�PDUNHW�XQGHU�WKH�*63�SURJUDP�DQG�ZDV�DEOH�WR�DYRLG�WKDW�ORVV�WKURXJK�WKH�DJUHHPHQW��(J\SW�VLPLODUO\�IDFHV�WKH�HURVLRQ�RI�LWV�SUHIHUHQWLDO�DFFHVV�WR�WKH�86�PDUNHW�DV�$PHULFD�VLJQV�PRUH�)7$V��)LQDOO\��WKH�)7$�FRQWULEXWHG�LPSRUWDQWO\�WR�WKH�EURDGHU�86�WUDGH�OLEHUDOL]DWLRQ�VWUDWHJ\�E\�LQLWLDWLQJ�D�ELODWHUDO�IUHH�WUDGH�WUDFN��,Q�WKLV�UHVSHFW��KRZHYHU��WKH�86�,VUDHO�DJUHHPHQW�LV�OLNHO\�WR�EH�VHHQ�DV�OHVV�LQWHUHVWLQJ�WRGD\��,Q�VHYHUDO�UHVSHFWV��LWV�SURYLVLRQV�DUH�OLNHO\�WR�EH�YLHZHG�DV�WRR�OLPLWHG��EHFDXVH�RYHU�WKH�SDVW�GHFDGH��ERWK�UHJLRQDO�DQG�PXOWLODWHUDO�OLEHUDOL]DWLRQ�KDYH�PRYHG�IXUWKHU�
7KH�(XUR�0HG�$JUHHPHQWV7KH�(XURSHDQ�8QLRQ�KDV�FKDQJHG�LWV�WUDGH�SROLF\�WRZDUGV�WKH�0LGGOH�(DVW��,Q�WKH�����V��FRRSHUDWLRQ�DJUHHPHQWV�ZHUH�VLJQHG�EHWZHHQ�WKH�(XURSHDQ�8QLRQ�DQG�0HGLWHUUDQHDQ�FRXQWULHV�WKDW�SURYLGHG�IRU�GXW\�IUHH�DFFHVV�WR�(8�PDUNHWV�IRU�LQGXVWULDO�SURGXFWV�DQG�SUHIHUHQWLDO�DFFHVV�IRU�DJULFXOWXUDO�FRPPRGLWLHV��7KH�DJUHHPHQWV�ZHUH�QRW�UHFLSURFDO�KRZHYHU��DQG�FRXQWULHV�FRXOG�DSSO\�PRVW�IDYRUHG�QDWLRQ��0)1��WDULIIV�WR�(XURSHDQ�SURGXFWV�7KH�(XUR�0HG�DJUHHPHQWV� ODXQFKHG�DW�WKH�%DUFHORQD�&RQIHUHQFH�LQ�1RYHPEHU�������E\�FRQWUDVW�DLP�DW�DFKLHYLQJ�UHFLSURFDO�IUHH�WUDGH�EHWZHHQ�WKH�(XURSHDQ�8QLRQ�DQG�0HGLWHUUDQHDQ�FRXQWULHV�WKURXJK�WKH�UHPRYDO�RI�DOO�WDULII�DQG�QRQ�WDULII�EDUULHUV��,WV�RWKHU�REMHFWLYHV�LQFOXGH��JUDGXDOO\�OLEHUDOL]LQJ�DJULFXOWXUH�WKURXJK�UHFLSURFDO�SUHIHUHQWLDO�DFFHVV��HVWDEOLVKLQJ�FRQGLWLRQV�IRU�OLEHUDOL]DWLRQ�LQ�VHUYLFHV�DQG�FDSLWDO��HQFRXUDJLQJ�WKH�HFRQRPLF�LQWHJUDWLRQ�RI�0HGLWHUUDQHDQ�FRXQWULHV�WKURXJK�WKH�JUDGXDO�SURJUHVV�WRZDUGV�FXPXODWLYH�UXOHV�RI�RULJLQ�DQG�JUDGXDO�SURJUHVV�WRZDUGV�KDUPRQL]DWLRQ�RI�UHJXODWLRQV�DQG�QRUPV�RQ�VWDQGDUGV��FRQIRUPLW\�FHUWLILFDWLRQ��PHWURORJ\�DQG�TXDOLW\�FRQWURO��LQWHOOHFWXDO�SURSHUW\��FRPSHWLWLRQ�UXOHV�DQG�FXVWRPV�SURFHGXUHV��7KH�DJUHHPHQWV�DOVR�SURYLGH�ILQDQFLDO�DLG�DQG�WHFKQLFDO�DVVLVWDQFH��+RHNPDQ�������:KLOH�WKH�DJUHHPHQW�ZLWK�(J\SW�KDV�QRW�\HW�EHHQ�FRQFOXGHG��LW�ZLOO�SUHVXPDEO\�UHVHPEOH�WKH�DJUHHPHQW�VLJQHG�ZLWK�7XQLVLD��,I�WKLV�LV�WKH�FDVH��WKH�DJUHHPHQW�ZLOO�UHTXLUH�OLEHUDOL]DWLRQ�RI�(J\SWLDQ�PDQXIDFWXUHG�LPSRUWV�IURP�WKH�(XURSHDQ�8QLRQ�
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RYHU�D�WZHOYH�\HDU�SHULRG��DOWKRXJK�DOPRVW�QR�OLEHUDOL]DWLRQ�LQ�WKH�ILUVW�ILYH�\HDUV���6LQFH�(J\SWLDQ�PDQXIDFWXUHG�SURGXFWV�KDYH�GXW\�IUHH�DFFHVV��DOUHDG\�IRU�WKH�PRVW�SDUW��WR�WKH�(XURSHDQ�8QLRQ��WKH�PDMRU�FKDQJH�ZLOO�LQYROYH�WKH�UHPRYDO�RI�(J\SWLDQ�WDULIIV�RQ�(8�H[SRUWV��0RUHRYHU��LQ�FDVHV�ZKHUH�(J\SWLDQ�H[SRUWV�DUH�FRYHUHG�E\�TXRWDV�WKHVH�ZLOO�EH�OLEHUDOL]HG�QR�PRUH�UDSLGO\�WKDQ�DJUHHG�XQGHU�WKH�*$77�:LWK�UHVSHFW�WR�VHYHUDO�RI�WKH�RWKHU�REMHFWLYHV��KRZHYHU��WKH�DJUHHPHQW�DFWXDOO\�XQGHUWDNHV�IHZ�FRQFUHWH�DQG�ELQGLQJ�PHDVXUHV��1HJRWLDWLRQV�WR�LPSURYH�DJULFXOWXUDO�DFFHVV�DUH�WR�EH�LQLWLDWHG�RQO\�DIWHU���-DQXDU\�������1R�VSHFLILF�ODQJXDJH�LV�GHYRWHG�WR�WKH�ULJKW�RI�HVWDEOLVKPHQW��VXFK�DV�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',���7KH�DJUHHPHQW�UHTXLUHV�RQO\�WKDW�³FDSLWDO�IORZV�PRYLQJ�LQ�DFFRUGDQFH�ZLWK�FXUUHQW�ODZ�FDQ�PRYH�IUHHO\´�DQG�LQFRPH�FDQ�EH�OLTXLGDWHG�DQG�UHSDWULDWHG��7KH�DJUHHPHQW�GRHV�QRW�HQVXUH�IRUHLJQ�LQYHVWRUV�ULJKWV�RI�HVWDEOLVKPHQW�RU�QDWLRQDO�WUHDWPHQW��1R�WLPH�IUDPH�LV�HVWDEOLVKHG�IRU�WKH�OLEHUDOL]DWLRQ�RI�VHUYLFHV��DQG�LQGHHG��DV�+RHNPDQ�DQG�'MDQNRY�HPSKDVL]H�WKHUH�LV�QRW�HYHQ�PHQWLRQ�RI�IUHH�WUDGH�LQ�VHUYLFHV�DV�DQ�REMHFWLYH��$QWLGXPSLQJ�ODZV�FRQWLQXH�WR�DSSO\�DOWKRXJK�WKHUH�DUH�FRPPLWPHQWV�WR�DSSO\�(8�FRPSHWLWLRQ�GLVFLSOLQHV�LQ�WUDGH�UHODWHG�DFWLYLWLHV��$�NH\�IHDWXUH�RI�WKH�DJUHHPHQW�LV�HFRQRPLF�FRRSHUDWLRQ�DQG�DLG��,Q�SDUWLFXODU��HIIRUWV�DUH�WR�EH�PDGH�WR�XSJUDGH�(J\SWLDQ�WHFKQLFDO�DQG�UHJXODWRU\�FDSDFLWLHV�LQ�DGGLWLRQ�WR�SURYLGLQJ�ILQDQFLDO�DLG�,Q�WKHLU�DSSUDLVDO��+RHNPDQ DQG�'MDQNRY�FRQFOXGH�WKDW�WKH�DJUHHPHQW�GRHV�QRW�JR�EH\RQG�H[LVWLQJ�PXOWLODWHUDO�GLVFLSOLQHV��,W�SURYLGHV�OLWWOH�LQ�LPSURYHG�DFFHVV�IRU�DJULFXOWXUDO�SURGXFWV��UHTXLUHV�QR�OLEHUDOL]DWLRQ�RI�JRYHUQPHQW�SURFXUHPHQW��GRHV�QRW�HQVXUH�IUHH�PRYHPHQW�RI�FDSLWDO��PDNHV�QR�FRPPLWPHQWV�WR�OLEHUDOL]H�VHUYLFHV�DQG�UHWDLQV�WKH�DQWLGXPSLQJ�UXOHV�
1$)7$1$)7$�ZDV�D�XQLTXH�DFKLHYHPHQW�EHFDXVH�LW�FRQWHPSODWHV�YLUWXDOO\�FRPSOHWH�IUHH�WUDGH�EHWZHHQ�WZR�KLJKO\�GHYHORSHG�HFRQRPLHV�DQG�D�GHYHORSLQJ�FRXQWU\�ZLWKLQ����\HDUV��� 5HPDUNDEO\�IRU�WUDGH�EHWZHHQ�FRXQWULHV�DW�YHU\�GLIIHUHQW�GHYHORSPHQW�OHYHOV��1$)7$�ZLOO�UHPRYH�DOO�ERUGHU�EDUULHUV�WR�WUDGH��LQFOXGLQJ�WKRVH�LQ�KLWKHUWR�KLJKO\�SURWHFWHG�WUDGH�LQ�DJULFXOWXUH�DQG�LQ�WH[WLOHV�DQG�DXWRPRELOHV�ZKLFK�PHHW�1RUWK�$PHULFDQ�FRQWHQW�UHTXLUHPHQWV��7KH�DJUHHPHQW�LV�DOVR�UHPDUNDEOH�LQ�SURYLGLQJ�QR�SHUPDQHQW�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�IRU�0H[LFR�DV�D�GHYHORSLQJ�FRXQWU\�
�� 0H[LFR DQG� WKH�8QLWHG�6WDWHV�� DV�ZHOO� DV�&DQDGD�DQG�0H[LFR��ZLOO�KDYH�FRPSOHWH�IUHH� WUDGH�ZLWKLQ����\HDUV��ZLWK�WKH�H[FHSWLRQ�RI�SRXOWU\��GDLU\�DQG�HJJV�
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1$)7$�DOVR�DLPV�DW�OLEHUDOL]LQJ�LQYHVWPHQW�DQG�WUDGH�LQ�VHUYLFHV��1$)7$�FRYHUV�DOO�VHUYLFHV�ZLWK�REOLJDWLRQV�IRU�QDWLRQDO�WUHDWPHQW�DQG�ULJKWV�RI�HVWDEOLVKPHQW�XQOHVV�WKH�VHUYLFH�LV�H[SOLFLWO\�H[FOXGHG��,W�LV�VLJQLILFDQW�WKDW�WKH�VHUYLFHV�FKDSWHU�RI�1$)7$�IROORZV�D�QHJDWLYH�OLVW�DSSURDFK��� H[SOLFLWO\�OLVWLQJ�WKH�VHFWRUV�ZKLFK�DUH�QRW�FRYHUHG�E\�WKH�DJUHHPHQW��7KLV�DSSURDFK�LPSOLHV�WKDW�WKHUH�ZLOO�EH�IUHH�WUDGH�LQ�DOO�QHZ�VHUYLFHV�DUHDV��%\�IRUFLQJ�FRXQWULHV�WR�OLVW�WKH�VHFWRUV�LQ�ZKLFK�UHVWULFWLRQV�UHPDLQ��LW�PDNHV�WKHVH�WUDQVSDUHQW�DQG�LQGLFDWHV�ZKHUH�IXUWKHU�QHJRWLDWLRQV�VKRXOG�IRFXV��%\�FRQWUDVW��ZLWK�D�SRVLWLYH�OLVW�DSSURDFK��VXFK�DV�WKDW�DSSOLHG�LQ�WKH�*HQHUDO�$JUHHPHQW�RQ�7UDGH�LQ�6HUYLFHV��*$76���VHFWRUV�ZLWK�EDUULHUV�UHPDLQ�KLGGHQ�DQG�QHZ�VHFWRUV�DUH�SURWHFWHG�XQOHVV�WKH\�DUH�H[SOLFLWO\�UHFRJQL]HG�1$)7$�LQVWLWXWHV�D�WULQDWLRQDO�DSSHDOV�PHFKDQLVP�ZKLFK�FDQ�UHSODFH�H[LVWLQJ�MXGLFLDO�UHYLHZ�E\�QDWLRQDO�DGPLQLVWUDWLYH�DJHQFLHV��,W�SURYLGHV�D�UHYLHZ�PHFKDQLVP�WR�PRQLWRU�FKDQJHV�LQ�DQWLGXPSLQJ�DQG�FRXQWHUYDLOLQJ�GXW\�ODZV�DV�DSSOLHG�WR�SDUWQHU�FRXQWULHV��1$)7$�DOVR�LQFOXGHV�D�IDLUO\�VXEVWDQWLDO�SDFNDJH�RQ�JRYHUQPHQW�SURFXUHPHQW�WKDW�JRHV�IXUWKHU�WKDQ�WKH�86�&DQDGD�)7$�%RWK�1$)7$�LWVHOI�DQG�WKH�GHEDWH�RYHU�LWV�UDWLILFDWLRQ�GHPRQVWUDWH�WKH�SUREOHPV�DQG�EHQHILWV�IURP�PLQL�ODWHUDO�DJUHHPHQWV�WKDW�JR�EH\RQG�WKH�*$77�DQG��LQ�SDUWLFXODU��WKH�SUREOHPV�WKHVH�DJUHHPHQWV�SRVH�IRU�FRXQWULHV�ZLWK�GLIIHUHQW�GHYHORSPHQW�OHYHOV��,W�LV�QRWHZRUWK\�WKDW�ZKLOH�LW�VSDUNHG�D�KHDWHG�GHEDWH�LQ�&DQDGD��WKH�86�&DQDGD�)7$�ZDV�EDUHO\�QRWLFHG�LQ�WKH�8QLWHG�6WDWHV��7KH�86�,VUDHO�DJUHHPHQW�ZDV�DOVR�QRW�FRQWURYHUVLDO��7KH�1$)7$�GLVFXVVLRQ�LQ�WKH�8QLWHG�6WDWHV�KDV�E\�FRQWUDVW�EHHQ�KLJKO\�FKDUJHG��,WV�RSSRQHQWV�DUJXH�WKDW�1$)7$�UHSUHVHQWHG�D�IXQGDPHQWDO�WKUHDW�WR�86�GRPHVWLF�LQVWLWXWLRQV��SDUWLFXODUO\�LQ�WKH�DUHDV�RI�HQYLURQPHQWDO�DQG�ODERU�VWDQGDUGV��6RPH�FRQFHUQV�UHODWHG�WR�WKH�GLUHFW�LPSDFW�RI�HFRQRPLF�GHYHORSPHQW�LQ�0H[LFR�RQ�WKH�0H[LFDQ�HQYLURQPHQW�LQ�JHQHUDO�DQG�LWV�1RUWKHUQ�ERUGHU�DUHD�LQ�SDUWLFXODU��%XW�RWKHUV�UHIOHFWHG�WKH�YLHZ�WKDW�0H[LFR�ZLOO�EH�DEOH�WR�RIIHU�D�VDIH�KDYHQ�IRU�86�ILUPV�ZKR�VHHN�WR�HYDGH�86�UHJXODWLRQV�RQ�ZRUNHU�VDIHW\�DQG�HQYLURQPHQW��OHDGLQJ�WR�D�³OHYHOLQJ�GRZQ´�SUHVVXUH�LQ�WKH�8QLWHG�6WDWHV�7KH�LGHD�WKDW�WUDGH�VKRXOG�QRW�RFFXU�EHWZHHQ�FRXQWULHV�ZKRVH�LQVWLWXWLRQV�DQG�LQWHUQDO�UHJXODWRU\�UHJLPHV�DUH�³WRR�GLIIHUHQW´�GRHV�QRW�ILW�ZLWK�WKH�WKHRU\�RI�FRPSDUDWLYH�DGYDQWDJH��1RQHWKHOHVV��LW�ZRXOG�KDYH�SUREDEO\�EHHQ�LPSRVVLEOH�WR�REWDLQ�D�1$)7$�DJUHHPHQW�EHWZHHQ�&DQDGD��WKH�8QLWHG�6WDWHV�DQG�0H[LFR��ZLWKRXW�DGGUHVVLQJ�WKH�FRQFHUQV�DERXW�WKH�GLIIHUHQFHV�LQ�UHJXODWRU\�DUUDQJHPHQWV�



(&(6�:3�����/DZUHQFH�����

��

6LGH�$JUHHPHQWV2Q�WKH�LQLWLDWLYH�RI�WKH�&OLQWRQ�$GPLQLVWUDWLRQ��WKUHH�DFFRUGV�ZHUH�VLJQHG�WR�JR�DORQJ�ZLWK�1$)7$��7KH\�FRYHU�WKH�HQYLURQPHQW��ODERU�LVVXHV�DQG�LPSRUW�VXUJHV�UHVSHFWLYHO\��7KHVH�DFFRUGV�HVWDEOLVK�QHZ�LQVWLWXWLRQV�WR�PRQLWRU�FRQGLWLRQV��WR�SURPRWH�FRPSOLDQFH�DQG�WR�DGPLQLVWHU�QHZ�GLVSXWH�VHWWOHPHQW�SURFHGXUHV��7KHVH�VLGH�DJUHHPHQWV�DOORZHG�ERWK�IRU�ILQHV�WR�EH�OHYLHG�DQG�WUDGH�VDQFWLRQV��VXVSHQVLRQ�RI�1$)7$�EHQHILWV��WR�EH�DSSOLHG�
:72�SOXV",Q�PRVW�UHVSHFWV��1$)7$�QDWLRQV�KDYH�IUHHGRP�WR�IROORZ�GRPHVWLF�SROLFLHV��EXW�LQ�VHYHUDO�DUHDV��VXFK�DV�WKH�DGPLQLVWUDWLRQ�RI�WUDGH�UXOHV��ODERU�DQG�HQYLURQPHQWDO�SROLFLHV��WKH�HQIRUFHPHQW�RI�WKHLU�RZQ�ODZV�LV�VXEMHFW�WR�LQWHUQDWLRQDO�VFUXWLQ\�DQG�VRPHWLPHV�WKH�WKUHDW�RI�WUDGH�VDQFWLRQV��:KLOH�D�FRPPRQ�VHW�RI�UXOHV�DQG�LQVWLWXWLRQDO�KDUPRQL]DWLRQ�KDV�QRW�EHHQ�DWWHPSWHG��HIIRUWV�KDYH�EHHQ�PDGH��ERWK�ZLWKLQ�WKH�WUHDW\�DQG�LQ�SDUDOOHO�WR�LW��WR�HQVXUH�WKH�SURWHFWLRQ�RI�LQWHOOHFWXDO�SURSHUW\�DQG�WR�PLWLJDWH�HQYLURQPHQWDO�SUREOHPV�OLQNHG�ZLWK�WUDGH�DQG�WR�GR�VR�E\�QRW�UHO\LQJ�HQWLUHO\�RQ�YROXQWDU\�QDWLRQDO�FRPSOLDQFH�7KH�DJUHHPHQW�FRYHULQJ�GLVSXWHV�EHWZHHQ�LQYHVWRUV�DQG�JRYHUQPHQWV�DOORZV�FRPSODLQDQWV�WR�LQLWLDWH�SURFHHGLQJV�WKURXJK�HLWKHU�WKH�,QWHUQDWLRQDO�&RQYHQWLRQ�IRU�6HWWOHPHQW�RI�,QYHVWPHQW�'LVSXWHV�RU�WKH�8QLWHG�1DWLRQV�&RPPLVVLRQ�RQ�,QWHUQDWLRQDO�/DZ��81&,75$/��RQFH�DOO�RWKHU�PHDVXUHV�DUH�H[KDXVWHG��7KLV�UHSUHVHQWV�D�UHSXGLDWLRQ�E\�0H[LFR�RI�WKH�&DOYR�GRFWULQH�XQGHU�ZKLFK�FRXQWULHV�GR�QRW�DOORZ�IRUHLJQHUV�WR�LQWHUYHQH�LQ�GLVSXWHV�RYHU�IRUHLJQ�LQYHVWPHQW�1$)7$�PRYHG�FRQVLGHUDEO\�EH\RQG�WKH�8UXJXD\�5RXQG�DJUHHPHQW�LQ�OLEHUDOL]LQJ�WUDGH�LQ�WKH�DUHDV�RI�IRUHLJQ�LQYHVWPHQW��VHUYLFHV�DQG�LQWHOOHFWXDO�SURSHUW\�ULJKWV��,Q�1$)7$�LQYHVWPHQW�UXOHV��WKH�UHVWULFWLRQV�RQ�SHUIRUPDQFH�UHTXLUHPHQWV�DUH�PRUH�H[WHQVLYH�WKDQ�WKRVH�LQ�WKH�8UXJXD\�5RXQG��7KH�DJUHHPHQW�RQ�LQWHOOHFWXDO�SURSHUW\�LQFOXGHV�SURGXFWV�WKDW�ZHUH�XQGHU�GHYHORSPHQW�DW�WKH�WLPH�WKH�DJUHHPHQW�ZDV�VLJQHG��%\�FRQWUDVW��WKHVH�ZHUH�H[FOXGHG�IURP�WKH�8UXJXD\�5RXQG�FRYHUDJH��7KH�DJUHHPHQW�RQ�VHUYLFHV�IROORZV�D�QHJDWLYH�OLVW�DSSURDFK�DQG�H[WHQGV�QDWLRQDO�WUHDWPHQW�FRYHUDJH�WR�DOO�RWKHU�VHFWRUV��ZKHUHDV�*$76�DSSOLHV�RQO\�WR�VHFWRUV�WKDW�DUH�OLVWHG��7KH�GHILQLWLRQ�RI�LQYHVWPHQW�XQGHU�1$)7$�LV�EURDGHU�WKDQ�XQGHU�WKH�7UDGH�5HODWHG�,QYHVWPHQW�0HDVXUHV�DJUHHPHQW��75,0V���ZKLFK�UHODWHV�RQO\�WR�JRRGV��RU�XQGHU�
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*$76��ZKLFK�FRYHUV�RQO\�RSHUDWLQJ�VHUYLFHV�HVWDEOLVKPHQWV��EHFDXVH�LW�LQFOXGHV�SRUWIROLR�LQYHVWRUV�DQG�FRPPHUFLDO�UHDO�HVWDWH�7ZR�RWKHU�DVSHFWV�RI�1$)7$�DUH�SDUWLFXODUO\�QRWHZRUWK\��)LUVW��0H[LFR�WRRN�WKH�1$)7$�RSSRUWXQLW\�WR�H[WHQG�WKH�ULJKWV�JUDQWHG�WR�86�LQYHVWRUV�WR�RWKHU�LQYHVWRUV�LQ�0H[LFR��,Q�RWKHU�ZRUGV��LW�WRRN�WKH�1$)7$�RSSRUWXQLW\�WR�OLEHUDOL]H�LWV�LQYHVWPHQW�UHJLPH�PXOWLODWHUDOO\�6HFRQG��1$)7$�LQFOXGHG�WH[WLOHV�DQG�DSSDUHO�EXW�LW�DSSOLHG�D�VSHFLDO��KLJKO\�UHVWULFWLYH�GHILQLWLRQ�RI�UXOHV�RI�RULJLQ��,Q�SDUWLFXODU��1$)7$�UHTXLUHV�WKDW�D�WULSOH�WUDQVIRUPDWLRQ�UXOH�EH�PHW��WKDW�ILEHU��IDEULF�DQG�VHZLQJ�DOO�EH�SHUIRUPHG�LQ�1RUWK�$PHULFD��(YHQ�WKRXJK�1$)7$�FRXQWULHV�KDYH�QRW�UDLVHG�WKHLU�H[WHUQDO�EDUULHUV��WKLV�FRXOG�HQWDLO�D�VXEVWDQWLDO�DPRXQW�RI�WUDGH�GLYHUVLRQ�
8QUHVROYHG1$)7$�FDQ�EH�FODVVLILHG�DV�D�JHQXLQH�*$77�SOXV�DJUHHPHQW�DOWKRXJK�WKHUH�DUH�QXPHURXV�DUHDV�LQ�ZKLFK�LW�JRHV�QR�IXUWKHU�WKDQ�*$77��1$)7$�GRHV�QRW�KDUPRQL]H�FRPSHWLWLRQ�SROLFLHV�DQG�RU�HOLPLQDWH�DGPLQLVWHUHG�SURWHFWLRQ�LQ�WKH�DUHDV�RI�DQWLGXPSLQJ�DQG�VXEVLGLHV��� 1R�VSHFLILF�DJUHHPHQWV�ZHUH�VLJQHG�RQ�WKH�LVVXH�RI�VXEVLGLHV��,Q�WKHVH�UHVSHFWV��1$)7$�UHPDLQV�D�PXFK�³VKDOORZHU´�DUUDQJHPHQW�WKDQ�WKH�(XURSHDQ�8QLRQ�RU�WKH�&ORVHU�(FRQRPLF�5HODWLRQV�$JUHHPHQW�EHWZHHQ�$XVWUDOLD�DQG�1HZ�=HDODQG�LQ�ZKLFK�FRPSHWLWLRQ�SROLFLHV�UHSODFH�DGPLQLVWHUHG�SURWHFWLRQ
)UHH�7UDGH�$UHD�RI�WKH�$PHULFDV$W�WKH������6XPPLW�RI�WKH�$PHULFDV�LQ�0LDPL�����:HVWHUQ�+HPLVSKHUH�OHDGHUV�DGRSWHG�D�86�SURSRVDO�WR�FRQVWUXFW�WKH�³IUHH�WUDGH�DUHD´�RI�WKH�$PHULFDV��)7$$�E\�������2Q����-XQH������LQ�'HQYHU��WKH�PLQLVWHUV�IURP�WKHVH�FRXQWULHV�DJUHHG�WR�NH\�SULQFLSOHV�RQ�ZKLFK�WR�EDVH�WKH�)7$$��7KH�WUDGH�DJUHHPHQWV�QHJRWLDWHG�WKURXJK�WKH�)7$$�ZLOO�EH�FRPSUHKHQVLYH��DW�D�PLQLPXP�FRYHULQJ�WKH�DUHDV�H[SOLFLWO\�OLVWHG�LQ�WKH�6XPPLW�RI�WKH�$PHULFD¶V�SODQ�RI�DFWLRQ��(OHYHQ�ZRUNLQJ�JURXSV�KDYH�EHHQ�HVWDEOLVKHG�WR�FRYHU�PDUNHW�DFFHVV��FXVWRPV�SURFHGXUHV�DQG�UXOHV�RI�RULJLQ��DQG�LQYHVWPHQW��VWDQGDUGV�DQG�WHFKQLFDO�EDUULHUV�WR�WUDGH��VDQLWDU\�DQG�HQYLURQPHQWDO�PHDVXUHV��VXEVLGLHV��DQWLGXPSLQJ�DQG�FRXQWHUYDLOLQJ�GXWLHV��VPDOOHU�HFRQRPLHV��DQG�JRYHUQPHQW�SURFXUHPHQW��LQWHOOHFWXDO�SURSHUW\�ULJKWV��VHUYLFHV�DQG�FRPSHWLWLRQ�SROLF\��2I�FRXUVH��LW�UHPDLQV�XQFOHDU�ZKDW�WKH�VSHFLILF�QDWXUH�RI�WKHVH�DJUHHPHQWV�ZLOO�EH�EXW�DFFRUGLQJ�
�� 7KH�REOLJDWLRQV�RQ�GRPHVWLF�VXSSRUW�DQG�H[SRUW�VXEVLGLHV�DUH�PHUHO\�KRUWDWRU\��1$)7$�DFWXDOO\�JLYHV�XS�RQ�WKH�HIIRUW�WR�DEDQGRQ�VXEVLG\�DQG�FRXQWHUYDLOLQJ�GXW\�UXOHV��ZKLFK�ZDV�PDQGDWHG�LQ�WKH�86�&DQDGD�)7$�
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WR�WKH�8675��³WKH�86�SODQV�WR�XVH�1$)7$�DQG�:72�DV�VWDUWLQJ�SRLQWV�IRU�LWV�REMHFWLYHV�LQ�WKH�)7$$�QHJRWLDWLRQV´��8675�S�������,Q�RWKHU�ZRUGV��WKLV�LV�OLNHO\�WR�EH�D�:72�SOXV�
9��(VWLPDWHV�RI�WKH�,PSDFW�RI�D�86�(J\SWLDQ�)7$7KH�86�,VUDHO�DQG�(XUR�0HG�DJUHHPHQWV�DUH�H[DPSOHV�RI�)7$V�ZKLFK�DSSHDU�WR�PHHW�WKH�FULWHULD�IRU�SUHIHUHQWLDO�DUUDQJHPHQWV�FRQWDLQHG�LQ�$UWLFOH����RI�*$77��EXW�WKH\�GR�QRW�H[WHQG�LWV�GLVFLSOLQHV��7KH\�HQWDLO�IHZ�REOLJDWLRQV�DVLGH�IURP�UHPRYLQJ�ERUGHU�EDUULHUV�RQ�LQGXVWULDO�SURGXFWV��:KLOH�WKH\�DUH�LQHYLWDEO\�HPEHOOLVKHG�ZLWKODQJXDJH�LQGLFDWLQJ�LQWHQWLRQV�WR�SUHSDUH�WKH�ZD\�IRU�VHUYLFHV�OLEHUDOL]DWLRQ��IUHHU�LQYHVWPHQW�DQG�UHJXODWRU\�UHIRUP��LQ�VXEVWDQFH�WKH\�KDYH�IHZ�ELQGLQJ�SURYLVLRQV�RQ�WKHVH�PDWWHUV��%\�FRQWUDVW��DQ�DJUHHPHQW�VXFK�DV�1$)7$�LV�³:72�SOXV�´�,W�LQFOXGHV�FRPPLWPHQWV�ZKLFK�JR�IXUWKHU�WKDQ�*$77�LQ�DJULFXOWXUH��LQYHVWPHQW��DQG�VHUYLFHV��DQG�KDV�PHDVXUHV�WR�SURYLGH�RYHUVLJKW�RI�UHJLPHV�IRU�DGPLQLVWHUHG�SURWHFWLRQ��DQG�VLGH�DJUHHPHQWV�ZKLFK�FRYHU�ODERU�DQG�HQYLURQPHQWDO�VWDQGDUGV�%HIRUH�FRQVLGHULQJ�ZKLFK�RI�WKHVH�RSWLRQV�ZRXOG�EH�D�PRUH�DWWUDFWLYH�PRGHO�IRU�D�86�(J\SW�)7$�IURP�DQ�$PHULFDQ�VWDQGSRLQW��LW�LV�KHOSIXO�ILUVW�WR�FODULI\�WKH�OLNHO\�HIIHFWV�RI�VXFK�DQ�DJUHHPHQW�DQG�VHFRQG�WKH�QDWXUH�RI�86�LQWHUHVWV�LQ�VXFK�DQ�DJUHHPHQW��7KLV�VHFWLRQ�ZLOO�XQGHUWDNH�VXFK�HVWLPDWHV��GUDZLQJ�KHDYLO\�RQ�WKH�ZRUN�RI�+RHNPDQ��.RQDQ�DQG�0DVNXV��,W�ZLOO�FRQVLGHU�ERWK�D�WUDGLWLRQDO�DJUHHPHQW�LQ�ZKLFK�RQO\�ERUGHU�EDUULHUV�DUH�UHPRYHG�DQG�D�*$77�SOXV�DJUHHPHQW�ZKLFK�LQFOXGHV�WKH�UHPRYDO�RI�QRQ�WDULII�EDUULHUV�DQG�RWKHU�HOHPHQWV�RI�UHIRUP�,Q�HYDOXDWLQJ�WKH�HIIHFWV�RI�D��WUDGLWLRQDO��86�(J\SW�)7$�LW�LV�QHFHVVDU\�WR�PDNH�DGMXVWPHQWV�WR�WKH�FXUUHQW�WUDGH�GDWD�WR�UHIOHFW�DQWLFLSDWHG�FKDQJHV�LQ�WUDGH�SROLF\��)LUVW��D�VL]HDEOH�VKDUH�RI�86�LPSRUWV�RI�WH[WLOHV�DQG�DSSDUHO�IURP�(J\SW�DUH�VXEMHFW�WR�WKH�0XOWL�ILEHU�$UUDQJHPHQW�ZKLFK�LV�VFKHGXOHG�WR�EH�IXOO\�HOLPLQDWHG�E\�������6HFRQG��86�DQG�(XURSHDQ�H[SRUWV�WR�(J\SW�DUH�FXUUHQWO\�VXEMHFW�WR�VLPLODU�WDULIIV�EXW�E\������(XURSHDQ�SURGXFWV�ZLOO�HQWHU�(J\SW�GXW\�IUHH��,W�LV�WKHUHIRUH�UHDVRQDEOH�WR�EHQFKPDUN�WKH�HFRQRPLF�LPSDFW�RI�WKH�)7$�DJDLQVW�D�FRXQWHU�IDFWXDO�LQ�ZKLFK�86�LPSRUWV�IURP�(J\SW�DUH�VRPHZKDW�KLJKHU�DQG�86�H[SRUWV�WR�(J\SW�ORZHU�WKDQ�WKH\�DUH�FXUUHQWO\��1RQHWKHOHVV��HYHQ�PDNLQJ�WKHVH�DGMXVWPHQWV�VXJJHVWV�WKDW�RQ�EDODQFH�WKH�VWDWLF�HFRQRPLF HIIHFWV�RQ�WKH�8QLWHG�6WDWHV�DUH�OLNHO\�WR�EH�SRVLWLYH�EXW�YHU\�VPDOO��5HFDOO�WKDW�86�H[SRUWV�WR�DQG�LPSRUWV�IURP�(J\SW�DUH�OHVV�WKDQ�RQH�KDOI�DQG�RQH�WHQWK�RI�RQH�SHUFHQW�RI�WRWDO�86�H[SRUWV�DQG�LPSRUWV�UHVSHFWLYHO\��0RUHRYHU��VLQFH�WKH\�DUH�
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OLNHO\�WR�FRPH�LQWR�HIIHFW�RYHU�D�GHFDGH�RU�PRUH��WKH�LPSDFW�RQ�WKH�86�HFRQRP\�ZLOO�EH�EDUHO\�SHUFHSWLEOH�
7UDGH�,PSDFW2XWVLGH�RI�WH[WLOHV�DQG�DSSDUHO��86�EDUULHUV�WR�(J\SWLDQ�SURGXFWV�DUH�ORZ��7KH�HOLPLQDWLRQ�RI�D�ORZ�OHYHO�RI�WDULIIV�LV�OLNHO\�WR�JHQHUDWH�YHU\�VPDOO�LQFUHDVHV�LQ�LPSRUWV��2Q�WKH�RWKHU�KDQG��WKH�HOLPLQDWLRQ�RI�(J\SWLDQ�GXWLHV�DYHUDJLQJ����SHUFHQW�RQ�D�KLJKHU�OHYHO�RI�86�H[SRUWV�ZLOO�JHQHUDWH�DEVROXWHO\�ODUJHU�LQFUHDVHV�LQ�86�H[SRUWV��7KLV�VXJJHVWV�WKDW�FRPSDUHG�ZLWK�ZKDW�LW�PLJKW�KDYH�EHHQ�RWKHUZLVH��LQ�WKH�IDFH�RI�ELODWHUDO�IUHH�WUDGH��RYHUDOO�WKH�86�ELODWHUDO�WUDGH�EDODQFH�ZLWK�(J\SW�LV�OLNHO\�WR�ULVH��6RPH�RI�WKLV�LQFUHDVH�ZLOO�RFFXU�EHFDXVH�RI�UHGXFWLRQV�RI�(J\SWLDQ�LPSRUWV�IURP�RWKHU�WUDGLQJ�SDUWQHUV��ERWK�IURP�(XURSH��DV�WKH�8QLWHG�6WDWHV�UHVWRUHV�SDULW\��DQG�IURP�RWKHU�WUDGLQJ�SDUWQHUV��VXFK�DV�-DSDQ��RYHU�ZKRP�WKH�8QLWHG�6WDWHV�ZLOO�HQMR\�SUHIHUHQWLDO�DFFHVV��7KHVH�FRQVLGHUDWLRQV�ZLOO�EH�H[SORUHG�LQ�JUHDWHU�GHWDLO�EHORZ�
,PSRUWV�RI�7H[WLOHV�DQG�&ORWKLQJ8QGHU WKH�8UXJXD\�5RXQG�DJUHHPHQW��WKH�TXRWDV�RQ�SURGXFWV�VXEMHFW�WR�WKH�0XOWL�ILEHU�$UUDQJHPHQW�DUH�DOO�WR�EH�UHPRYHG�LQ�������� IXOO\�KDOI�RI�WKH�FKDQJHV�DW�WKH�HQG�RI�WKH�SHULRG��7KLV�ZLOO�VXEMHFW�(J\SWLDQ�H[SRUWV�WR�WZR�RIIVHWWLQJ�HIIHFWV���$��([SRUWV�ZLOO�QR�ORQJHU�EH�FRQVWUDLQHG�E\�WKH�0)$�EXW��%��WKH�FRQVWUDLQWV�RQ�RWKHU�H[SRUWHUV�RI�0)$�SURGXFWV�WR�WKH�8QLWHG�6WDWHV�ZLOO�DOVR�EH�OLIWHG��,Q�DGGLWLRQ��LI�WKH�8QLWHG�6WDWHV�VLJQV�RWKHU�)7$V�ZLWK�QDWLRQV�IURP�WKH�:HVWHUQ�+HPLVSKHUH�DQG�HOVHZKHUH��(J\SW�FRXOG�H[SHULHQFH�VRPH�WUDGH�GLYHUVLRQ��,W�LV�QRW�FOHDU�ZKLFK�RI�WKHVH�HIIHFWV�ZLOO�GRPLQDWH��$FFRUGLQJ�WR�HVWLPDWHV�LQ�+RHNPDQ�DQG�6XEUDPDQLDQ��WKH�HIIHFW�ZRXOG�EH�D�ULVH�LQ�(J\SW¶V�H[SRUWV�RI�0)$�FRQVWUDLQHG�SURGXFWV�E\����SHUFHQW��,I��KRZHYHU��DV�VXJJHVWHG�E\�.KHLU�(O�'LQ�DQG�(O�6D\HG��WKH�0)$�TXRWDV�KDYH�QRW�EHHQ�ELQGLQJ�RQ�(J\SW��EXW�KDYH�EHHQ�ELQGLQJ�RQ�RWKHU�VXSSOLHUV��(J\SWLDQ�H[SRUWV�FRXOG�DFWXDOO\�EH�UHGXFHG�7R�REWDLQ�DQ�LOOXVWUDWLYH�XSSHU�ERXQG�LPSDFW��+RHNPDQ�DQG�6XEUDPDQLDQ�DUH�IROORZHG��DVVXPLQJ�WKDW�UHPRYLQJ�WKH�TXRWD�FRQVWUDLQW�ZRXOG UDLVH�WKH�YDOXH�RI�FORWKLQJ�H[SRUWV�YDOXHG�DW������PLOOLRQ�LQ������WR������PLOOLRQ��)XUWKHUPRUH��LW�LV�DVVXPHG�WKDW�UHPRYLQJ�WKH������SHUFHQW�WDULII�FXUUHQWO\�DVVHVVHG�RQ�WKHVH�SURGXFWV�ZRXOG�ORZHU�WKHLU�SULFHV�LQ�WKH�8QLWHG�6WDWHV�E\������SHUFHQW��:LWK�DQ�HODVWLFLW\�RI����WKLV�ZRXOG�LQFUHDVH�FORWKLQJ�H[SRUWV�E\������PLOOLRQ��$�VLPLODU�FDOFXODWLRQ�IRU�WH[WLOHV�
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ZKLFK�DUH�VXEMHFW�WR�ORZHU�WDULIIV�VXJJHVWV�DQ�LQFUHDVH�RI�����PLOOLRQ��7KHUHIRUH��VFDOHG�E\�WUDGH�LQ�������WKH�ULVH�LQ�86�LPSRUWV�ZRXOG�EH������PLOOLRQ���
2WKHU�,PSRUWV%HVLGHV�IXHO��WH[WLOHV�DQG�DSSDUHO��86�LPSRUWV�IURP�(J\SW�ZHUH�YDOXHG�DW������PLOOLRQ�LQ�������$VVXPLQJ�DQ�DYHUDJH�UHGXFWLRQ�LQ�WKH�8QLWHG�6WDWHV�RI���SHUFHQW�DQG�DQ�HODVWLFLW\�RI����WKLV�ZRXOG�OHDG�WR�DQ�DGGLWLRQDO�LQFUHDVH�LQ�LPSRUWV RI����PLOOLRQ�
86�([SRUWV�WR�(J\SW86�H[SRUWV�DUH�OLNHO\�WR�EH�GHSUHVVHG�DV�D�UHVXOW�RI�(J\SW¶V�(XUR�0HG�DQG�$UDE�/HDJXH�DJUHHPHQWV��$FFRUGLQJ�WR�+RHNPDQ��0DVNXV�DQG�.RQDQ��������7DEOH�����WKH�LPSDFW�RI�(J\SW¶V�)7$V�ZLWK�(XURSH�DQG�RWKHU�$UDE�FRXQWULHV�ZRXOG�UHGXFH�86�H[SRUWV�IURP�������ELOOLRQ�WR�������ELOOLRQ�ZKHQ�VFDOHG�E\������YDOXHV��,Q�WKHLU�VLPXODWLRQV��D�WUDGLWLRQDO�)7$�ZLWK�(J\SW�DOORZV�WKH�8QLWHG�6WDWHV�WR�PRUH�WKDQ�RIIVHW�WKLV�DQG�UDLVH�H[SRUWV�WR�������ELOOLRQ��7KLV�LPSOLHV�WKDW�WKH�RYHUDOO�LPSDFW�RI�D�WUDGLWLRQDO�DJUHHPHQW�ZRXOG�EH�WR�LQFUHDVH�WKH�86�WUDGH�EDODQFH�ZLWK�(J\SW�E\������PLOOLRQ�
:72�SOXV+RHNPDQ�HW�DO�DOVR�HVWLPDWH�D�1$)7$�SOXV�DJUHHPHQW�ZKLFK�HOLPLQDWHV�QRQ�WDULII�EDUULHUV��,Q�WKLV�VLPXODWLRQ��86�H[SRUWV�ULVH�WR����ELOOLRQ�ZKLOH�(J\SWLDQ�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�LQFUHDVH�E\�DQ�DGGLWLRQDO�����PLOOLRQ��2YHUDOO��WKLV�LQFUHDVHV�WKH�86�WUDGH�EDODQFH�E\������ELOOLRQ�
(PSOR\PHQW�,PSDFW,W�KDV�EHFRPH�FRPPRQ�LQ�86�GLVFXVVLRQV�RI�WKLV�W\SH�WR�HVWLPDWH�WKH�HPSOR\PHQW�LPSDFW�RI�VXFK�FKDQJHV��7KHVH�HVWLPDWHV�DUH�VRPHWLPHV�XVHG�WR�VXJJHVW��RU�LPSO\��WKDW�DJJUHJDWH�86�HPSOR\PHQW�LQ�WKH�8QLWHG�6WDWHV�ZLOO�LQFUHDVH�RU�GHFUHDVH�E\�WKLV�DPRXQW��+RZHYHU��WKLV�LV�QRW�DSSURSULDWH�VLQFH�LW�LJQRUHV�PDFURHFRQRPLF�DGMXVWPHQWV�WKDW�ZLOO�RFFXU�LQ�WKH�UHVW�RI�WKH�HFRQRP\��7KH�HVWLPDWHV�FRXOG�EH�XVHG�ZLWK�FDXWLRQ�WR�SURYLGH�D�IHHO�IRU�WKH�DGMXVWPHQW�UHTXLUHG�E\�VKLIWV�LQ�WUDGH�IORZV��%XW��DJDLQ��QRW�DOO�WKHVH�DGMXVWPHQWV�ZRXOG�RFFXU�LQ�WKH�8QLWHG�6WDWHV�VLQFH�D�VL]HDEOH�VKDUH�RI�86�LPSRUWV�IURP�(J\SW�DUH�OLNHO\�WR�UHSODFH�RWKHU�86�LPSRUWV��UDWKHU�WKDQ�GRPHVWLF�SURGXFWLRQ��1RQHWKHOHVV��LQ������YDOXH�DGGHG�SHU�ZRUNHU�LQ�WKH�8QLWHG�6WDWHV�ZDV�������WKRXVDQG�DQG�������WKRXVDQG�LQ�DSSDUHO�DQG�WH[WLOHV��UHVSHFWLYHO\��$VVXPLQJ���
�� +RHNPDQ�� .RQDQ� DQG� 0DVNXV� ������� GHULYH� VPDOOHU� HVWLPDWHV�� ZLWK� LPSRUWV� ULVLQJ� E\� MXVW� ���� PLOOLRQ� LQ�UHVSRQVH�WR�D�WUDGLWLRQDO�)7$�
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SHUFHQW�LQIODWLRQ�DQG���SHUFHQW�SURGXFWLYLW\�JURZWK�EHWZHHQ������DQG�������WKLV�ZRUNV�RXW�WR������DQG������MREV�SHU����PLOOLRQ��UHVSHFWLYHO\��7KLV�LPSOLHV�WKDW�WKH�ULVH�LQ�LPSRUWV�IURP�(J\SW�GXH�WR�WKH�)7$�ZRXOG�KDYH�D�86�HPSOR\PHQW�HTXLYDOHQFH�RI�������MREV�LQ�DSSDUHO�DQG�����MREV�LQ�WH[WLOHV IRU�D�WRWDO�RI�������MREV�FRPSDUHG�ZLWK�WKH�WRWDO�86�HPSOR\PHQW�LQ�WKHVH�LQGXVWULHV�LQ������RI�������PLOOLRQ��RU������RI�RQH�SHUFHQW��8VLQJ����MREV�SHU�PLOOLRQ�DV�W\SLFDO�RI�ODERU�LQWHQVLYH�LQGXVWULHV�LQ�WKH�8QLWHG�6WDWHV��VXFK�DV�DSSDUHO���WKLV�ZRXOG�DGG DQ�DGGLWLRQDO�����MREV�UHODWHG�WR�WKH����PLOOLRQ�ZRUWK�RI�RWKHU�LPSRUWV��$OO�LQ�DOO��WKH�HPSOR\PHQW�LPSDFW�RQ�WKH�LPSRUW�VLGH�RI�D�WUDGLWLRQDO�)7$�ZRXOG�EH�������MREV�86�H[SRUWV�WR�(J\SW�DUH�UHODWLYHO\�OHVV�ODERU�LQWHQVLYH�WKDQ�86�LPSRUWV��$FFRUGLQJO\��WR�HVWLPDWH�WKH�HPSOR\PHQW�FRQWHQW�RI�86�H[SRUWV��WKH����MREV�SHU����PLOOLRQ�RI�YDOXH�DGGHG�ZKLFK�ZDV�WKH�DYHUDJH�LQ�86�PDQXIDFWXULQJ�RYHUDOO�KDV�EHHQ�XVHG��7KLV�VXJJHVWV�WKDW�DQ�LQFUHDVH�LQ�H[SRUWV�RI�������PLOOLRQ�WKDW�LV�DVVRFLDWHG�ZLWK�D�WUDGLWLRQDO�DJUHHPHQW�ZRXOG�UDLVH�HPSOR\PHQW�UHODWHG�WR�(J\SWLDQ�H[SRUWV�E\��������MREV��2YHUDOO��WKH�QHW�HPSOR\PHQW�HIIHFWV�ZRXOG�EH�SRVLWLYH���������$JDLQ��LW�VKRXOG�QRW�EH�DVVXPHG�WKDW�WKHVH�DUH�MREV�WKDW�ZRXOG�EH�DYDLODEOH�WR�XQHPSOR\HG�86�ZRUNHUV��0DQ\�ZRXOG�UHIOHFW�D�VKLIW�LQ�WKH�GHVWLQDWLRQ�RI�SURGXFWV�ZKLFK�PLJKW�RWKHUZLVH�KDYH�EHHQ�VROG�LQ�WKH�8QLWHG�6WDWHV�RU�LQ�RWKHU�IRUHLJQ�PDUNHWV��7KHVH�UHVXOWV�DUH�E\�QR�PHDQV�VXUSULVLQJ�JLYHQ�WKH�VWDUWLQJ�SRLQW�IURP�ZKLFK�86�LPSRUWV�IURP�(J\SW�DUH�OHVV�WKDQ�RQH�ILIWK�RI�86 H[SRUWV�WR�(J\SW��86�H[SRUWV�ZRXOG�EH�HYHQ�VWURQJHU�LI�WKH�DJUHHPHQW�ZDV�:72�SOXV�DQG�FRYHUHG�QRQ�WDULII�EDUULHUV��17%V���7KLV�ZRXOG�DGG�DQ�DGGLWLRQDO��������MREV�IRU�D�WRWDO�RI�DERXW��������,Q�VXP��PHDVXUHG�LQ������GROODUV�DQG�VFDOHG�E\�WKH�VL]H�RI�WKH 86�DQG�(J\SWLDQ�HFRQRPLHV�LQ�WKDW�\HDU��D�86�(J\SW�)7$�ZRXOG�LQFUHDVH�WKH�86�ELODWHUDO�EDODQFH�ZLWK�(J\SW�E\�DERXW������PLOOLRQ�ZLWK�D�WUDGLWLRQDO�DJUHHPHQW�DQG������ELOOLRQ�ZLWK�D�*$77�SOXV�DJUHHPHQW�FRYHULQJ�17%V��2Q�EDODQFH��QHW�HPSOR\PHQW�UHODWHG�WR�(J\SWLDQ�WUDGH�ZRXOG�ULVH�E\�DERXW������WKRXVDQG�ZLWK�D�WUDGLWLRQDO�DJUHHPHQW�DQG������WKRXVDQG�ZLWK�D�*$77�SOXV�DJUHHPHQW�ZKLFK�FRYHUHG�17%V��7KH�UHDGLO\�TXDQWLILHG�LPSDFWV�RQ�WKH�8QLWHG�6WDWHV�DUH�WKXV�VPDOO�DQG�XQOLNHO\�WR�EH�WKH�VRXUFH�RI�PXFK�FRQWURYHUV\��7KH�PDMRU�GRPHVWLF�RSSRVLWLRQ�WR�VXFK�DQ�DJUHHPHQW�FRXOG�EH�H[SHFWHG�WR�FRPH�IURP�86�WH[WLOHV�DQG�DSSDUHO�SURGXFHUV�
9,��7KH�7HUPV�RI�WKH�$JUHHPHQW��7UDGLWLRQDO�RU�*$77�SOXV"86�LQWHUHVWV�DUH�XVHIXOO\�FRQVLGHUHG�XQGHU�IRXU�KHDGLQJV�
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86�(J\SW�(FRQRPLF�5HODWLRQV2QH�VHW�RI�FRQFHUQV�LV�86�(J\SWLDQ�HFRQRPLF�UHODWLRQV��:RXOG�DQ�DJUHHPHQW�SURYLGH�HFRQRPLF�EHQHILWV�WR�WKH�8QLWHG�6WDWHV�E\�LPSURYLQJ�UHVRXUFH�DOORFDWLRQ�LQ�D�ZD\�WKDW�ZLOO�UDLVH�86�OLYLQJ�VWDQGDUGV"�7KHUH�LV�WKH�LPPHGLDWH�TXHVWLRQ�RI�DYRLGLQJ�WKH ORVV�RI�H[SRUWV�UHSUHVHQWHG�E\�WKH�(XUR�0HG�DJUHHPHQW��7KHUH�LV�WKH�GHVLUH�WR�LPSURYH�DFFHVV�WR�WKH�(J\SWLDQ�PDUNHW�IRU�86�H[SRUWV�DQG�86�ILUPV�DQG�WKHUH�DUH�WKH�EHQHILWV�WR�86�FRQVXPHUV�IURP�UHPRYLQJ�LPSRUW�EDUULHUV�WR�86�PDUNHWV��SDUWLFXODUO\�LQ�WH[WLOHV�DQG�FORWKLQJ�
(J\SWLDQ�(FRQRPLF�'HYHORSPHQW(J\SW�LV�DQ�LPSRUWDQW�86�DOO\��1RW�VLPSO\�RQ�TXHVWLRQV�UHODWLQJ�WR�WKH�SHDFH�SURFHVV�EHWZHHQ�,VUDHO�DQG�LWV�QHLJKERUV�EXW�DOVR�LQ�86�UHODWLRQV�ZLWK�RWKHU�FRXQWULHV�LQ�WKH�0LGGOH�(DVW��7KH�8QLWHG�6WDWHV�KDV�DQ�LQWHUHVW�LQ�KDYLQJ�(J\SW�GHYHORS��(J\SW�LV�VWUDWHJLFDOO\�LPSRUWDQW�IRU�WKH�8QLWHG�6WDWHV�DV�LV�HYLGHQW�IURP�WKH�FRQVLGHUDEOH�86�H[SHQGLWXUHV�RQ�PLOLWDU\�DQG�HFRQRPLF�DVVLVWDQFH��7KH�8QLWHG�6WDWHV�ZRXOG�JDLQ��WKHUHIRUH��LI�(J\SW�ZHUH�HFRQRPLFDOO\�SURVSHURXV� 7KLV�ZRXOG�FRQWULEXWH�WR�LWV�SROLWLFDO�VWDELOLW\�DQG�DOOHYLDWH�WKH�QHHG�IRU�86�DLG�EDVHG�RQ�KXPDQLWDULDQ�FRQFHUQV��
5HJLRQDO�(FRQRPLF�'HYHORSPHQW$�WKLUG�VHW�RI�LQWHUHVWV�UHODWHV�WR�WKH�HFRQRPLF�UROH�WKDW�DQ�RSHQ��G\QDPLF�(J\SWLDQ�HFRQRP\�FRXOG�SOD\�LQ�WKH�0LGGOH�(DVW�UHJLRQ��7KH�8QLWHG�6WDWHV�ZRXOG�DOVR�OLNH�WR�VHH�WKH�UHJLRQ¶V�HFRQRPLF�UHODWLRQV�SURPRWH�HFRQRPLF�GHYHORSPHQW�DQG�SHDFH��$�UDSLGO\�JURZLQJ��RSHQ�(J\SWLDQ�HFRQRP\�ZRXOG�SURYLGH�LPSRUWDQW�PDUNHWV�IRU�RWKHU�HFRQRPLHV�LQ�WKH�UHJLRQ�DQG�OHDGHUVKLS LQ�EULQJLQJ�IUHHU�WUDGH�DQG�LQYHVWPHQW�WR�WKH�UHJLRQ�
86�7UDGH�3ROLF\)LQDOO\��WKH�8QLWHG�6WDWHV�KDV�D�EURDGHU�LQWHUHVW�LQ�SXUVXLQJ�D�WUDGH�SROLF\�WKDW�ZLOO�OHDG�WR�D�PRUH�RSHQ�JOREDO�V\VWHP�IRU�WUDGH�DQG�LQYHVWPHQW��7KH�8QLWHG�6WDWHV�KDV�DGRSWHG�D�PXOWL�WUDFN�VWUDWHJ\�LQ�ZKLFK�FRPSUHKHQVLYH�IUHH�WUDGH�DQG�LQYHVWPHQW�DJUHHPHQWV�SOD\�DQ�LPSRUWDQW�UROH��$Q�DJUHHPHQW�ZLWK�(J\SW�FRXOG�SRWHQWLDOO\�FRQWULEXWH�WR�WKLV�VWUDWHJ\��,Q�OLJKW�RI�WKHVH�FRQFHUQV��LW�LV�SRVVLEOH�WR�HYDOXDWH�WKH�WUDGLWLRQDO�DQG�:72�SOXV�RSWLRQV�
$�7UDGLWLRQDO�)7$�$JUHHPHQW$FFRUGLQJ�WR�HVWLPDWHV�PDGH�E\�+RHNPDQ�HW�DO��D�WUDGLWLRQDO�*$77�DJUHHPHQW�ZRXOG�HOLPLQDWH�WKH�GHWULPHQWDO�LPSDFW�RI�WUDGH�GLYHUVLRQ�IURP�WKH�(XUR�0HG�DJUHHPHQW�RQ�
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86�H[SRUWV�DQG�SURYLGH�D�PRGHUDWH�ERRVW�WR�86�H[SRUWV�EH\RQG�LWV�FXUUHQW�PDUNHW�VKDUH��,Q�DGGLWLRQ��86�FRQVXPHUV�ZRXOG�GHULYH�VRPH�VPDOO�EHQHILWV�IURP�UHGXFLQJ�EDUULHUV�WR�(J\SWLDQ�H[SRUWV��2YHUDOO��DV�HVWLPDWHG�LQ�6HFWLRQ�,9�WKH�86�WUDGH�VXUSOXV�ZLWK�(J\SW�ZRXOG�LQFUHDVH�E\�DERXW������PLOOLRQ�DQG�QHW�HPSOR\PHQW UHODWHG�WR�(J\SWLDQ�WUDGH�ZRXOG�ULVH�E\�DERXW�������MREV��+RZHYHU��IURP�D�86�SHUVSHFWLYH��VXFK�DQ�DJUHHPHQW�ZRXOG�GR�OLWWOH�WR�GHDO�ZLWK�PDQ\�RI�WKH�IUXVWUDWLRQV�86�ILUPV�KDYH�H[SHULHQFHG�LQ�(J\SW�ZLWK�QRQ�WDULII�EDUULHUV��DGPLQLVWUDWLYH�SUDFWLFHV�DQG�WKHUHJXODWRU\�HQYLURQPHQW�DV�OLVWHG�LQ�WKH�$SSHQGL[����,WV�LPSDFW�RQ�86�LQYHVWPHQW�LQ�(J\SW�ZRXOG�EH�PLQLPDO��86�LQYHVWRUV��KP�RCTVKEWNCT��YQWNF�DG�UVTWEM�D[�VJG�NCEM�QH�EQOOKVOGPV�VQ�NKDGTCNK\G�UGTXKEGU��ITCPV�TKIJVU�QH�GUVCDNKUJOGPV��KORTQXG�CEEGUU�VQ�IQXGTPOGPV�RTQEWTGOGPV��RTQVGEV�KPVGNNGEVWCN�RTQRGTV[�TKIJVU�CPF�KORTQXG�VJG�TGIWNCVQT[�GPXKTQPOGPV�$�WUDGLWLRQDO�DJUHHPHQW�ZRXOG�WKHUHIRUH�QRW�PDNH�D�PDMRU�FRQWULEXWLRQ�WRZDUGV�VWUXFWXUDO�UHIRUP�LQ�(J\SW�RU�WKHUHIRUH�(J\SW¶V�HFRQRPLF�JURZWK�SURVSHFWV��,QGHHG��DV�VXJJHVWHG�E\�+RHNPDQ�HW�DO�HVWLPDWHV��WKH�QHW�ZHOIDUH�EHQHILWV�WR�(J\SW¶V�*13�RI�D�WUDGLWLRQDO�DJUHHPHQW�DUH�H[WUHPHO\�PRGHVW��+H�VJG�75�'I[RV�(6#�KU�VQ�TGCNN[�UWEEGGF�KP�HQUVGTKPI�'I[RVKCP�ITQYVJ��KV�YQWNF�JCXG�VQ�JGNR�EJCPIG�VJG�IGPGTCN�GPXKTQPOGPV�HQT�GPVTGRTGPGWTUJKR��+V�UJQWNF�JGNR�OCMG�'I[RV�C�OQTG�CVVTCEVKXG�NQECVKQP�HQT�DQVJ�HQTGKIP�CPF�FQOGUVKE�RTQFWEGTU��#V�VJG�OCTIKP��JQYGXGT��VJG�EQPVTKDWVKQP�OCFG�D[�C�UVCPFCTF�)#66�CITGGOGPV�KP�VJGUG�TGURGEVU�YQWNF�PQV�DG�NCTIG��RCTVKEWNCTN[�HQT�'I[RVKCP�RTQFWEGTU�QH�OCPWHCEVWTGF�IQQFU�QWVUKFG�QH�VGZVKNGU��YJQ�HQT�VJG�OQUV�RCTV�CNTGCF[�JCXG�XKTVWCNN[�FWV[�HTGG�CEEGUU�VQ�75�OCTMGVU��6JGTGHQTG��VJG�CITGGOGPV�YQWNF�DG�WPNKMGN[�VQ�FKTGEVN[�RTQXKFG�C�DQQP�VQ�PGY�KPXGUVOGPV�KP�GZRQTV�KPFWUVTKGU��6JG�CITGGOGPV�YQWNF�PQV�TGUWNV�KP�'I[RVKCP�OCTMGVU�DGKPI�OQTG�EQPVGUVCDNG�D[�QVJGT�PCVKQPU�KP�VJG�TGIKQP�$�WUDGLWLRQDO�DJUHHPHQW¶V�FRQWULEXWLRQ�WR�UHJLRQDO�HFRQRPLF�LQWHJUDWLRQ�DQG�GHYHORSPHQW�ZRXOG�GHSHQG�FUXFLDOO\�RQ�WKH�UXOHV�RI�RULJLQ�IRU�WH[WLOHV�DQG�DSSDUHO��EXW�LW�LV�XQOLNHO\�WR�EH�YHU\�JUHDW��)LUVW��RXWVLGH�RI�WH[WLOHV��VLQFH�86�WDULIIV�DUH�ORZ��HYHQ�LI�FXPXODWLRQ�ZDV�DOORZHG�RQ�YDOXH�DGGHG�LQ�RWKHU�0LGGOH�(DVWHUQ�FRXQWULHV��WKH�VWLPXOXV�WR�UHJLRQDO�WUDGH�ZRXOG�EH�VPDOO��,Q�WH[WLOHV��LW�FRXOG�EH�PRUH�VLJQLILFDQW��SURYLGHG�FXPXODWLRQ�LV�DOORZHG��2Q�WKH�RWKHU�KDQG��LI�RWKHU�UHJLRQDO�HFRQRPLHV�ZHUH�VXEMHFW�WR�(J\SW¶V�0)1�WDULIIV��WKHUH�FRXOG�EH�WUDGH�GLYHUVLRQ�WRZDUGV�86�SURGXFWV�DQG�DZD\�IURP�H[SRUWHUV�LQ�WKH�UHJLRQ��7KLV�FRXOG�KXUW�UHJLRQDO�LQWHJUDWLRQ�
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)LQDOO\��FRQFOXGLQJ�VXFK�DQ�DJUHHPHQW�FRXOG�DOVR�SURYLGH�SUREOHPV�IRU�86�WUDGH�SROLF\�LQ�JHQHUDO��,W�PLJKW�VXJJHVW�WKDW�RWKHU�FRXQWULHV�DURXQG�WKH�ZRUOG�FRXOG�EH�JLYHQ�SUHIHUHQWLDO�DFFHVV�WR�WKH�86�PDUNHW�ZLWKRXW�PDNLQJ�WKH�NLQG�RI�FRPPLWPHQWV�WR�D�:72�SOXV�DUUDQJHPHQW UHSUHVHQWHG�E\�1$)7$��,Q�WKLV�UHJDUG��LW�ZRXOG�EH�D�UHWURJUHVVLRQ�IURP�WKH�WKUXVW�RI�86�WUDGH�SROLF\�LQ�WKH�����V��6XFK�DQ�DJUHHPHQW�PLJKW�EH�VHHQ�DV�HVWDEOLVKLQJ�D�SUHFHGHQW�WKDW�ZHDNHQV�$PHULFD¶V�DELOLW\�WR�QHJRWLDWH�*$77�SOXV�DJUHHPHQWV�ZLWK�RWKHU�WUDGLQJ�SDUWQHUV�,Q�VXP��LW�PLJKW�EH�SRVVLEOH�WR�SDVV�D�WUDGLWLRQDO�*$77�)7$�EDVHG�RQ�WKH�DUJXPHQW�WKDW�WKH�8QLWHG�6WDWHV�DQG�(J\SW�KDYH�D�XQLTXH�SROLWLFDO�DQG�VWUDWHJLF�UHODWLRQVKLS��,W�PLJKW�DOVR�EH�HDVLHU�IRU�(J\SW�WR�VLJQ�VXFK�DQ�DJUHHPHQW�VLQFH�LW�ZRXOG�QRW�UHTXLUH�PDMRU�DGMXVWPHQWV��+RZHYHU��VXFK�DQ�DJUHHPHQW�FRXOG�DFWXDOO\�XQGHUVFRUH�(J\SW¶V�UHOXFWDQFH�WR�PDNH�PRUH�ELQGLQJ�FRPPLWPHQWV�LQ�RWKHU�DUHDV�DQG�WKXV�DFWXDOO\�XQGHUPLQH�WKH�FUHGLELOLW\�RI�LWV�SROLF\�SURQRXQFHPHQWV�DERXW�OLEHUDOL]DWLRQ��7KH�LPDJH�RI�(J\SW�EHLQJ�JLYHQ�VSHFLDO�DQG�OHVV�GHPDQGLQJ�FRQGLWLRQV�EHFDXVH�RI�LWV�VWUDWHJLF�LPSRUWDQFH�WR�WKH�8QLWHG�6WDWHV�GRHV�OLWWOH�WR�HQKDQFH�LWV�HFRQRPLF�DWWUDFWLYHQHVV�
:72�3OXV$�:72�SOXV�DJUHHPHQW�ZRXOG�EH�GLIIHUHQW��#U�KPFKECVGF�CDQXG��FGCNKPI�YKVJ�PQP�VCTKHH�DCTTKGTU�YQWNF�KORN[�UWDUVCPVKCNN[�NCTIGT�SWCPVKVCVKXG�GHHGEVU� 0RUHRYHU��WKH�DGRSWLRQ�RI�D�PRUH�H[WHQVLYH�VHW�RI�FRPPLWPHQWV�SDWWHUQHG�DIWHU�1$)7$��IRU�H[DPSOH��ZRXOG�VHQG�D�GUDPDWLF�VLJQDO�WR�86�DQG�RWKHU�IRUHLJQ�LQYHVWRUV�DERXW�WKH�FKDQJHV�WKDW�KDYH�DOUHDG\�WDNHQ�SODFH�DQG�DUH�OLNHO\�WR�WDNH�SODFH�LQ�(J\SWLDQ�SROLFLHV�7KH�LPSURYHPHQWV�LQ�DFFHVV�IRU�86�ILUPV�DQG�SURGXFWV�FRXOG�EH�PXFK�JUHDWHU�WKDQ�HVWLPDWHG�DERYH��LI�(J\SW�ZHUH�WR�PDNH�D�EURDGHU�VHW�RI�FRPPLWPHQWV�LQYROYLQJ�QDWLRQDO�WUHDWPHQW�DQG�IUHHGRP�RI�HVWDEOLVKPHQW�IRU�IRUHLJQ�LQYHVWRUV��GUDPDWLF�FKDQJHV�LQ�FXVWRPV�DQG�TXDOLW\�LQVSHFWLRQV��LQFUHDVHG�SURWHFWLRQ�RI�LQWHOOHFWXDO�SURSHUW\��DQG�VXEVWDQWLDO�OLEHUDOL]DWLRQ�RI�VHUYLFHV�DQG�JRYHUQPHQW�SURFXUHPHQW��:LWK�D�VXLWDEOH�FKDQJH�LQ�WKH�UHJLPH��86�ILUPV�ZRXOG�ILQG�LQYHVWPHQW�LQ�(J\SW�PRUH�DWWUDFWLYH��,W�ZRXOG�HQDEOH�WKHP�WR�HPSOR\�VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV�LQ�SURGXFLQJ�JRRGV�DQG�VHUYLFHV�IRU�GRPHVWLF�UHJLRQDO�DQG�JOREDO�PDUNHWV�2WKHU�EHQHILWV�IURP�D�:72�SOXV�)7$�ZLWK�(J\SW�ZRXOG�FRPH�WKURXJKVWUHQJWKHQLQJ�(J\SW¶V�DELOLW\�WR�HQJDJH�LQ�GRPHVWLF�UHIRUP��,I�VXFK�PHDVXUHV�DUH�PDGH�SDUW�RI�D�ELQGLQJ�IUHH�WUDGH�DJUHHPHQW��WKH\�FRXOG�EH�PRUH�FUHGLEOH�WKDQ�LI�WKH\�ZHUH�
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XQGHUWDNHQ�XQLODWHUDOO\��,Q�DGGLWLRQ��LI�(J\SW�ZHUH�RSHQ�DQG�H[SHULHQFLQJ�UDSLG�JURZWK��RWKHU�EHQHILWV�ZRXOG�IROORZ��IURP�DOORZLQJ�WKH�8QLWHG�6WDWHV�WR�UHGXFH�RU�UHGLUHFW�LWV�DLG�JUDQWV�WR�DVVLVW�(J\SW�LQ�GHDOLQJ�ZLWK�RWKHU�SULRULWLHV��DQG�IURP�WKH�UROH�WKDW�WKH�(J\SWLDQ�HFRQRP\�FRXOG�SOD\�LQ�JHQHUDWLQJ�JURZWK�DQG�SURVSHULW\�WKURXJKRXW�WKH�UHJLRQ�$�NH\�YLUWXH�RI�PDQ\�LQVWLWXWLRQDO�FKDQJHV�HQWDLOHG�E\�D�:72�SOXV�DJUHHPHQW�LV�WKDW��E\�FKDQJLQJ�DGPLQLVWUDWLYH�SUDFWLFHV�LQ�(J\SW��WKH\�ZRXOG�DXWRPDWLFDOO\�RU�IDLUO\�HDVLO\�IDFLOLWDWH�WUDGH�DQG�LQYHVWPHQW�ZLWK�RWKHU�WUDGLQJ�SDUWQHUV�ERWK�LQ�WKH UHJLRQ�DQG�RXWVLGH�LW��,I�(J\SW¶V�FXVWRPV�RU�VWDQGDUGV�SUDFWLFHV��IRU�H[DPSOH��ZHUH�VWUHDPOLQHG��DOO�ZKR�XVHG�WKHP�ZRXOG�DXWRPDWLFDOO\�EHQHILW��6LPLODUO\��LI�LWV�LQWHOOHFWXDO�SURSHUW\�UXOHV�FKDQJH��DOO�RXWVLGHUV�ZRXOG�JDLQ��/LNHZLVH��LI�LWV�PDUNHWV�ZHUH�PDGH�PRUH�UHDGLO\�FRQWHVWDEOH�EHFDXVH�RI�UHJXODWRU\�UHIRUP��ILUPV�IURP�DOO�QDWLRQV�ZLOO�ILQG�LW�HDVLHU�WR�HQWHU�DQG�FRPSHWH��2WKHU�FRPSRQHQWV�RI�DQ�DJUHHPHQW��VXFK�DV�ULJKWV�JUDQWHG�WR�IRUHLJQ�LQYHVWRUV�FRXOG�UHDGLO\�EH�H[WHQGHG�E\�(J\SW�RQ�D�0)1�EDVLV�WR�DOO�LQYHVWRUV��� D�PRYH�0H[LFR�PDGH�ZKHQ�DJUHHLQJ�WR�WKHVH�LQ�1$)7$�,Q�FRQFOXGLQJ�D�SUHIHUHQWLDO�DJUHHPHQW��WKH�SUREOHPV�IRU�WKH�8QLWHG�6WDWHV�ZRXOG�EH�PLWLJDWHG��7KH�PRUH�FRPSUHKHQVLYH�WKH�DJUHHPHQW��WKH�HDVLHU�LW�ZLOO�EH�IRU�WKH�8QLWHG�6WDWHV�WR�DFFHSW�LW��$�:72�SOXV�DJUHHPHQW�ZLWK�(J\SW�ZRXOG�UHSUHVHQW�DQ�H[WHQVLRQ�RI�86�WUDGH�SROLF\�HYHQ�IXUWKHU�DORQJ�WKH�PXOWL�WUDFN�DSSURDFK�E\�ZKLFK�IUHHU�WUDGH�DQG�LQYHVWPHQW�DUH�DFKLHYHG�WKURXJK�ERWK�ELODWHUDO�DQG�PXOWLODWHUDO�PHDQV��7KH�VSHFLILF�DJUHHPHQW�ZLWK�(J\SW FRXOG�EH�D�PRGHO�ZKLFK�FRXOG�UHDGLO\�EH�H[WHQGHG�WR�RWKHU�FRXQWULHV�LQ�WKH�0LGGOH�(DVW��� LQGHHG��D�JURXS�RI�FRXQWULHV�LQ�WKH�UHJLRQ�ZKLFK�FRXOG�HQWHU�LQWR�DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV�SOXULODWHUDOO\��UDWKHU�WKDQ�VHTXHQWLDOO\��)LQDOO\��WKHVH�:72�SOXV�SURYLVLRQV�LQWURGXFHG�LQWR�1$)7$�DQG�)7$$�DUH�QRW�VLPSO\�D�PDWWHU�RI�SULQFLSOH��7KH\�UHIOHFW�WKH�FRDOLWLRQ�RI�LQWHUHVWV�ZKLFK�VXSSRUWV�IUHH�WUDGH�DJUHHPHQWV�LQ�WKH�8QLWHG�6WDWHV�DQG�WKH�PLQLPXP�PHDVXUHV�UHTXLUHG�WR�SODFDWH�WKRVH�ZKR�DUH�RSSRVHG��,Q�SDUWLFXODU��86�PXOWLQDWLRQDOV�ZLWK�DQ�LQWHUHVW�LQ�XVLQJ�(J\SW�DV�DQ�H[SRUW�SODWIRUP�WR�VHUYH�ERWK�UHJLRQDO�DQG�WKH�86�PDUNHW�VHHN�DVVXUDQFH�RI�D�KRVSLWDEOH�UHJLPH��7KH\�UHTXLUH�SURWHFWLRQ�IRU�LQWHOOHFWXDO�SURSHUW\��QDWLRQDO�WUHDWPHQW��DQG�ULJKWV�WR�RSHUDWH�XQGHU�QRQ�GLVFULPLQDWRU\�FRQGLWLRQV��,W�PD\�DOVR�EH�QHFHVVDU\�IRU�WKH�DJUHHPHQW�WR�LQFOXGH�SURYLVLRQV�RQ�ZRUNHU�DQG�HQYLURQPHQWDO�SROLFLHV��DOWKRXJK�WKHVH�DUH�ERXQG�WR�EH�PRUH�FRQWURYHUVLDO�
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9,,��6XPPDU\�DQG�&RQFOXVLRQV7KH�8QLWHG�6WDWHV�UXQV�D�VXEVWDQWLDO�WUDGH�VXUSOXV�ZLWK�(J\SW�WKDW�LV�RIIVHW�E\�86�H[SHQGLWXUHV�RQ�HFRQRPLF�DQG�PLOLWDU\�DVVLVWDQFH��7KH�(J\SWLDQ�SUHVHQFH�LQ�WKH�86�PDUNHW�LV�OLPLWHG�DQG��DVLGH�IURP�SHWUROHXP��LV�FRQFHQWUDWHG�LQ�H[SRUWV�RI�WH[WLOHV�DQG�DSSDUHO�ZKLFK�DUH�VXEMHFW�WR�ERWK�WDULII�DQG�TXRWD�UHVWULFWLRQV��$OWKRXJK�86�H[SRUWHUV�DUH�FRQVWUDLQHG�E\�PDQ\�DVSHFWV�RI�(J\SW¶V�WUDGH�DQG�UHJXODWRU\�HQYLURQPHQW��WKH�8QLWHG�6WDWHV�KDV�EHHQ�DEOH�WR�H[SRUW�JUDLQV��DUPV�DQG�VSHFLDOL]HG�HTXLSPHQW�IDLUO\�VXFFHVVIXOO\��2XWVLGH�RI�SHWUROHXP��86�LQYHVWPHQW�LQ�(J\SW�LV�YHU\�VPDOO�7KH�86�VKDUH�RI�WKH�(J\SWLDQ�PDUNHW�FRXOG�IDOO�DV�D�UHVXOW�RI�WKH�(XUR�0HG�DJUHHPHQW�DQG�OLEHUDOL]DWLRQ�WR�(8�SURGXFWV�DQG��DOWKRXJK�E\�FRQVLGHUDEO\�OHVV��DV�D�UHVXOW�RI�D�)7$�IRU�WKH�$UDE�/HDJXH��6FDOHG�E\������H[SRUWV��WRJHWKHU�WKLV�ZRXOG�UHSUHVHQW�D�ORVV�RI�RYHU������PLOOLRQ�LQ�86�H[SRUWV�WR�(J\SW��5HPRYLQJ�86�(J\SW�WDULIIV�FRXOG�PRUH�WKDQ�UHVWRUH�WKLV�VKDUH��ERRVWLQJ�H[SRUWV�E\������PLOOLRQ�DQG�QHW�HPSOR\PHQW��WKDQNV�WR�(J\SWLDQ�WUDGH��E\�DERXW��������MREV�7ZR�GLVWLQFW�PRGHOV�FRXOG�VHUYH�DV�SUHFHGHQWV�IRU�D�86�(J\SW�DJUHHPHQW��2QH�PRGHO�LV�WKH�WUDGLWLRQDO�*$77�)7$�H[HPSOLILHG�E\�WKH�86�,VUDHO�DQG�(XUR�0HG�DJUHHPHQWV��7KH�86�,VUDHO�)7$�ZDV�WKH�ILUVW�VLJQHG�E\�WKH�8QLWHG�6WDWHV��,WV�SURYLVLRQV�ZHUH�UHODWLYHO\�OLPLWHG��,W�GLG�QRW�IXOO\�OLEHUDOL]H�DJULFXOWXUH��FRQWDLQHG�QR�ELQGLQJ�LQWHUQDWLRQDO�GLVSXWH�VHWWOHPHQW�PHFKDQLVP��DQG�GLG�QRW�FRYHU�VHUYLFHV�RU�IRUHLJQ�LQYHVWPHQW��,W�DOVR�SURYHG�GLVDSSRLQWLQJ�EHFDXVH�RI�VHYHUDO�,VUDHOL�QRQ�WDULII�SURWHFWLRQLVW�PHDVXUHV�ZKLFK�FRQWLQXH�WR�SURYH�SUREOHPDWLF��7KH�ELQGLQJ�SURYLVLRQV�RI�WKH�(XUR�0HG�DJUHHPHQWV�VLPLODUO\�DFKLHYH�IUHH�WUDGH�E\�FRQFHQWUDWLQJ�RQ�UHFLSURFDO��WDULII�IUHH�DFFHVV�LQ�LQGXVWULDO�SURGXFWV��7KH\�DFKLHYH�RQO\�SDUWLDO�OLEHUDOL]DWLRQ�LQ�DJULFXOWXUH��DQG�GR�QRW�FRYHU�VHUYLFHV�RU�IRUHLJQ�LQYHVWPHQW�7KH�RWKHU�PRGHO��DV�H[HPSOLILHG�E\�1$)7$��LV�D�:72�SOXV�DUUDQJHPHQW��7KLV�PRGHO�DFFRUGV�PRUH�FORVHO\�ZLWK�WKH�UHFHQW�WKUXVW�RI�86�WUDGH�SROLFLHV�ZKLFK�KDYH�VKLIWHG��RYHU�WKH�SRVWZDU�SHULRG��IURP�DQ�DOPRVW�H[FOXVLYH�UHOLDQFH�RQ�PXOWLODWHUDO�QHJRWLDWLRQV�WR�UHGXFH�ERUGHU�EDUULHUV�WRZDUGV�D�PXOWL�WUDFN�DSSURDFK�ZKLFK�HPSKDVL]HV�GRPHVWLF�SROLFLHV�DQG�EDUULHUV�WR�JRRGV��VHUYLFHV�DQG�LQYHVWPHQW��1$)7$�LQFOXGHV�DJULFXOWXUH�RQ�ERWK�VLGHV�LQ�D�PHDQLQJIXO�ZD\��LW�LQFOXGHV�VHUYLFHV�ZLWK�D�QHJDWLYH�OLVW��LW�LQFOXGHV�JXDUDQWHHV�IRU�GLUHFW�IRUHLJQ�LQYHVWRUV��DQG�LW�SURYLGHV�IRU�D�WULQDWLRQDO�ELQGLQJ�GLVSXWH�UHVROXWLRQ��,W�DOVR�FRQWDLQV�VLGH�DJUHHPHQWV�UHODWLQJ�WR�ODERU�VWDQGDUGV�HQIRUFHPHQW�DQG�WKH�HQYLURQPHQW��7RXJKHU�LQWHOOHFWXDO�SURSHUW\�UXOHV�
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DFFRPSDQLHG�WKH�QHJRWLDWLRQV��7KH�DJUHHPHQWV�WR�EH�QHJRWLDWHG�ZLWK�&KLOH�DQG�RWKHU�:HVWHUQ�+HPLVSKHUH�FRXQWULHV�DUH�OLNHO\�WR�KDYH�D�VLPLODU�FKDUDFWHU�,I�WKH�8QLWHG�6WDWHV�VLJQHG�D�WUDGLWLRQDO�)7$�ZLWK�(J\SW��LW�ZRXOG�PRUH�WKDQ�RIIVHW�WKH�HIIHFWV�RI�WUDGH�GLYHUVLRQ�RQ�86�H[SRUWV�GXH�WR�WKH�(XUR�0HG�DJUHHPHQWV��%XW�LW�ZRXOG�QRW�UHDOO\�GHDO�DGHTXDWHO\�ZLWK�WKH�PDQ\�EDUULHUV�IDFHG�E\�86�ILUPV�LQ�RSHUDWLQJ�LQ�(J\SW��QRU�ZRXOG�LW�PDNH�D�PDMRU�FRQWULEXWLRQ�WR�(J\SW¶V�LQWHUQDO�UHIRUPV�DQG�LWV�UHODWLRQVKLS�ZLWK�RWKHU�WUDGLQJ�SDUWQHUV��%\�FRQWUDVW��D�:72�SOXV�)7$�ZLWK�WKH�8QLWHG�6WDWHV��� ZKLFK�GLG�HOLPLQDWH�WKHVH�PHDVXUHV��� ZRXOG�ERRVW�86�HPSOR\PHQW�UHODWHG�WR�WUDGH�E\�DQ�DGGLWLRQDO����WKRXVDQG�MREV��IDFLOLWDWH�86�DFFHVV��SURPRWH�(J\SWLDQ�JURZWK��SURYLGH�D�IXOFUXP�IRU�UHJLRQDO�HFRQRPLF�JURZWK�DQG�WUDGH��DQG�DGYDQFH�WKH�86�PXOWL�WUDFN�DSSURDFK�WR�IUHHU�WUDGH�DQG�LQYHVWPHQW�
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5HIHUHQFHV*ROGEHUJ��0RVKH��6HHY�+LUVFK�DQG�'�0��6DVVRRQ��������³$Q�$QDO\VLV�RI�WKH�$PHULFDQ�,VUDHOL�)UHH�7UDGH�$JUHHPHQW��:RUOG�(FRQRP\��SS����������+RHNPDQ��%HUQDUG��'HQLVH�.RQDQ�DQG�.HLWK�0DVNXV��������³$Q�(J\SW�8�6��)UHH�7UDGH�$JUHHPHQW��(FRQRPLF�,QFHQWLYHV�DQG�(IIHFWV�´�SDSHU�SUHSDUHG�IRU�WKLV�SURMHFW�+RHNPDQ��%HUQDUG�DQG�$UYLQG�6XEUDPDQLDQ��������³(J\SW�DQG�WKH�8UXJXD\�5RXQG´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU 1R��������:DVKLQJWRQ�'�&���7KH�:RUOG�%DQN��0D\�+RHNPDQ��%HUQDUG�DQG�6LPHRQ�'MDQNRY��������³&DWFKLQJ�8S�ZLWK�(DVWHUQ�(XURSH"�7KH�(XURSHDQ�8QLRQ¶V�0HGLWHUUDQHDQ�)UHH�7UDGH�,QLWLDWLYH�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU 1R��������:DVKLQJWRQ�'�&���7KH�:RUOG�%DQN��-DQXDU\�3HO]PDQ��-RVHSK��������³6ZHHWKHDUW�'HDO�´�7KH�,QWHUQDWLRQDO�(FRQRP\��0DUFK�$SULO�SS��������5RVHQ��+RZDUG��������³7KH�86�,VUDHO�)UHH�7UDGH�$JUHHPHQW�´�LQ�-HIIHU\�6FKRWW��HG��³0RUH�)UHH�7UDGH�$UHDV"´�:DVKLQJWRQ�'�&���,QVWLWXWH�IRU ,QWHUQDWLRQDO�(FRQRPLFV�:DONHU��(GZDUG�6��-U���������³8QLWHG�6WDWHV�(J\SWLDQ�5HODWLRQV��6WUHQJWKHQLQJ�2XU�3DUWQHUVKLS�´�6$,6�5HYLHZ��:LQWHU�6SULQJ�������SS���������<HDWV��$OH[DQGHU��������³([SRUW�3URVSHFWV�RI�0LGGOH�(DVWHUQ�&RXQWULHV�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU 1R���������:DVKLQJWRQ�'�&���7KH�:RUOG�%DQN��)HEUXDU\�
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$SSHQGL[��
75�%QPEGTPU�CDQWV�'I[RVKCP�2TCEVKEGU

&XVWRPV�9DOXDWLRQ�DQG�3URFHGXUHV� ([SRUWHUV�DQG�LPSRUWHUV�FODLP�WKDW�(J\SW¶V�FXVWRPV�GXW\�DVVHVVPHQW�LV�RIWHQ�DUELWUDU\��DQG�UDWHV�FKDUJHG�DUH�RIWHQ�KLJKHU�WKDQ�SUHVFULEHG�LQ�WKH�WDULII�FRGH��7DULII�YDOXDWLRQ�LV�EDVHG�RQ�WKH�VR�FDOOHG�(J\SWLDQ�VHOOLQJ�SULFH�EDVHG�RQ�WKH�FRPPHUFLDO�LQYRLFH�WKDW�DFFRPSDQLHV�D�SURGXFW�WKH�ILUVW�WLPH�LW�LV�LPSRUWHG��6XEVHTXHQW�LPSRUWV�RI�WKH�VDPH�SURGXFW�PXVW�KDYH D�YDOXH�QRW�ORZHU�WKDQ�WKDW�QRWHG�RQ�WKH�LQYRLFH�RI�WKH�ILUVW�VKLSPHQW��&XVWRPV�RIILFLDOV�URXWLQHO\�LQFUHDVH�LQYRLFH�YDOXHV�IURP����WR����SHUFHQW�IRU�FXVWRPV�YDOXDWLRQ�SXUSRVHV�
%DQQHG�,PSRUWV� (J\SW�LV�SKDVLQJ�RXW�DQ�LPSRUW�EDQ�DSSOLHG�WR�WH[WLOHV��DSSDUHO�DQG�SRXOWU\�DV�D�UHVXOW�RI�LWV�FRPPLWPHQWV�LQ�WKH�8UXJXD\�5RXQG��7KH�EDQ�OLVW�KDV�DQ�LPSRUWDQW�LPSDFW�RQ�$PHULFDQ�H[SRUWV�RI�SRXOWU\��+RZHYHU��(J\SW�KDV�LPSRVHG�QHZ�REVWDFOHV�WR�LPSRUWLQJ�SUHYLRXVO\�EDQQHG�SURGXFWV��6XEVWDQWLDO�LQFUHDVHV�LQ�WKH�GXW\�UDWHV�RI�VHYHUDO�SURGXFWV�VXFK�DV�WUDFWRUV��FHPHQW��DQG�IUR]HQ�YHJHWDEOHV�ZHUH�LPSRVHG�LPPHGLDWHO\�DIWHU�WKHLU�UHPRYDO�IURP�WKH�EDQ�OLVW�LQ�$XJXVW�������7KH�WDULII�RQ�SRXOWU\�ZDV�LQFUHDVHG�IURP���WR����SHUFHQW��0DQ\�LWHPV�UHPRYHG�IURP�WKH�EDQQHG�LWHPV�OLVW��LQFOXGLQJ�PHDW��IUXLWV��YHJHWDEOHV��KRXVHKROG�DSSOLDQFHV��FRQVWUXFWLRQ�SURGXFWV��HOHFWURQLF�GHYLFHV��DSSOLDQFHV��WUDQVIRUPHUV��DQG�PDQ\�FRQVXPHU�JRRGV��ZHUH�DGGHG�WR�WKH�OLVW�RI�FRPPRGLWLHV�UHTXLULQJ�LQVSHFWLRQ�IRU�TXDOLW\�FRQWURO�EHIRUH�LPSRUWDWLRQ�
6WDQGDUGV� 6RPH�������WDULII�OLQHV�����SHUFHQW�RI�WKH�WDULII�VFKHGXOH��DUH�VXEMHFW�WR�TXDOLW\�FRQWURO��,QWHUQDWLRQDOO\�UHFRPPHQGHG�PHWKRGV�IRU�WHVWLQJ�DQG�FHUWLILFDWLRQ�DUH�DOOHJHGO\�LJQRUHG��DQG�LQWHUQDWLRQDOO\�UHFRJQL]HG�TXDOLW\�DQG�FHUWLILFDWLRQ�PDUNV�PD\�QRW EH�DFFHSWHG��,PSRUWHUV�UHSRUW�WKDW�WHVWLQJ�SURFHGXUHV�IRU�LPSRUW�GLIIHU��DQG�WKDW�WHVWV�DUH�FDUULHG�RXW�ZLWK�IDXOW\�HTXLSPHQW�E\�WHVWHUV�ZKR�RIWHQ�PDNH�DUELWUDU\�MXGJPHQWV��2WKHU�SURGXFW�VSHFLILFDWLRQV�DFW�DV�EDUULHUV�WR�WUDGH��)RU�H[DPSOH��WKH�0LQLVWU\�RI�+HDOWK�UHTXLUHV�WKDW�EHHI�LPSRUWHG�IRU�GLUHFW�KXPDQ�FRQVXPSWLRQ�KDYH�OHVV�WKDQ�VHYHQ�SHUFHQW�IDW��D�OHYHO�YLUWXDOO\�QHYHU�UHDFKHG�LQ�SUHPLXP�EHHI�H[SRUWV��6DOHV�RI������PLOOLRQ�RI�KLJK�TXDOLW\�86�EHHI�KDYH�DOOHJHGO\�EHHQ�MHRSDUGL]HG��
*RYHUQPHQW�3URFXUHPHQW� (J\SW�E\�ODZ�JLYHV�QDWLRQDO�ELGGHUV�D����SHUFHQW�SULFH�DGYDQWDJH��7KH�WHQGHU�SURFHVV�LV�VXEMHFW�WR�FRPSODLQWV�DERXW�ODFN�RI�WUDQVSDUHQF\��SRRU�HQIRUFHPHQW�RI�UXOHV�DQG�ULJJHG�RXWFRPHV��(J\SW�LV�QRW�D�PHPEHU�RI�WKH�:72�JRYHUQPHQW�SURFXUHPHQW�DJUHHPHQW�



(&(6�:3�����/DZUHQFH�����

��

,QWHOOHFWXDO�3URSHUW\� (J\SW�KDV�LQFUHDVHG�LQWHOOHFWXDO�SURSHUW\�SURWHFWLRQ�RYHU�WKH�SDVW�IHZ�\HDUV��7KH�8QLWHG�6WDWHV�KDV�SURJUHVVLYHO\�LPSURYHG�LWV�UDWLQJV�RI�(J\SW¶V�ODZV�DQG�HQIRUFHPHQW��6LQFH������(J\SW�KDV�PRYHG�IURP�WKH�SULRULW\�ZDWFK�OLVW�WR�WKH�OLVW�RI�FRXQWULHV�³WR�EH�PRQLWRUHG�IRU�SURJUHVV�DFKLHYHG�´�1RQHWKHOHVV��HIIRUWV�WR�GUDIW�D�PRGHUQ�SDWHQW�ODZ�KDYH�PHW�ZLWK�VWLII�UHVLVWDQFH�IURP�(J\SW¶V�SKDUPDFHXWLFDO�DQG�FKHPLFDO�LQGXVWULHV�
6HUYLFHV� (J\SW�PDLQWDLQV�OLPLWDWLRQV�RQ�WKH�VKDUH�RI�IRUHLJQ�SHUVRQQHO�LQ�IRUHLJQ�FRQWUROOHG�HQWHUSULVHV�DQG�D�PD[LPXP�RI����SHUFHQW�RI�IRUHLJQ�FDSLWDO�LQ�VHYHUDO�LQGXVWULHV��FRQVWUXFWLRQ�DQG�UHODWHG�HQJLQHHULQJ�VHUYLFHV��WRXULVP�SURMHFWV�LQ�WKH�6LQDL�UHJLRQ��LQVXUDQFH���(FRQRPLF�QHHG�WHVWV�DUH�UHTXLUHG�LQ�WKH�FDVH�RI WRXULVP��WKH�RSHQLQJ�RI�EUDQFKHV�E\�IRUHLJQ�EDQNV�DQG�LQVXUDQFH�FRPSDQLHV��IRU�H[DPSOH��QHZ�FRPSDQLHV�VKRXOG�EH�DEOH�WR�ZRUN�ZLWKRXW�KDUPIXO�FRPSHWLWLRQ�WR�H[LVWLQJ�FRPSDQLHV���DQG�WKH�RSHUDWLRQ�RI�UHSUHVHQWDWLYH�RIILFHV��DPRQJ�RWKHUV��(J\SW¶V�VWDWH�RZQHG WHOHFRPPXQLFDWLRQ�LQGXVWU\�UHPDLQV�KHDYLO\�UHJXODWHG�
,QYHVWPHQW� ,Q�������(J\SW�UHPRYHG�YLUWXDOO\�DOO�FDWHJRULHV�RI�GLUHFW�LQYHVWPHQW�IURP�WKH�QHJDWLYH�OLVW�UHTXLULQJ�SULRU�JRYHUQPHQW�DSSURYDO��ZLWK�WKH�H[FHSWLRQ�RI�WREDFFR��PLOLWDU\�LQGXVWULHV�DQG�6LQDL LQYHVWPHQWV��2Q����0D\������D�QHZ�LQYHVWPHQW�ODZ�UHDIILUPHG�EDVLF�JXDUDQWHHV�IRU�LQYHVWRUV��FODULI\LQJ�WKH�IUDPHZRUN�IRU�LQYHVWPHQW�LQFHQWLYHV��8QGHU�WKH������86�(J\SW�%LODWHUDO�,QYHVWPHQW�7UHDW\��%,7���(J\SW�LV�REOLJHG�WR�PDLQWDLQ�FHUWDLQ�FULWLFDO�HOHPHQWV�RI�DQ�RSHQ�LQYHVWPHQW�UHJLPH��'HVSLWH�WKH�%,7�DQG�IXUWKHU�OLEHUDOL]DWLRQ��DSSURYDO�RI�IRUHLJQ�LQYHVWPHQW�LV�VXEMHFW�WR�ORQJ�SURFHGXUHV�DQG�LV�QRW�\HW�DXWRPDWLF��7KH�8QLWHG�6WDWHV�KDV�DGGUHVVHG�WKH�OLEHUDOL]DWLRQ�RI�(J\SWLDQ�LQYHVWPHQW�VFUHHQLQJ�UHTXLUHPHQWV�LQ�WKH�FRQWH[W�RI�WKH�8UXJXD\�5RXQG�QHJRWLDWLRQV�RQ�75,06�DQG�WKH�*RUH�0XEDUDN�SDUWQHUVKLS�IRU�HFRQRPLF�JURZWK�
3ULYDWL]DWLRQ� ,W�LV�GLIILFXOW�IRU�SULYDWH�ILUPV�WR�FRPSHWH�LQ�VHFWRUV�GRPLQDWHG�E\�VWDWH�RZQHG�HQWHUSULVHV��:KLOH�(J\SW�KDV�SULYDWL]HG����ILUPV�YDOXHG�DW������ELOOLRQ�E\�������WKLV�LV�D�VPDOO�VKDUH�RI�WKH�DSSUR[LPDWHO\�����FRPSDQLHV�ZLWK�ERRN�YDOXHV�RI�����ELOOLRQ��� ,Q�������WKH�JRYHUQPHQW�ZDV�XQDEOH�WR�PHHW�LWV�SODQV�IRU�SULYDWL]LQJ����FRPSDQLHV�
&RPSHWLWLRQ�3ROLF\� (J\SW�GRHV�QRW�KDYH�ODZV SURKLELWLQJ�PRQRSROLHV��FDUWHOV��RU�FRQIOLFWV�RI�LQWHUHVW�
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3KDUPDFHXWLFDOV� 7KH�SULFH�FRQWURO�RI�WKH�SKDUPDFHXWLFDO�VHFWRU�UHVXOWV�LQ�WKH�LQDELOLW\�RI�86�FRPSDQLHV�WR�DGMXVW�SULFHV�WR�UHIOHFW�JHQHUDO�LQIODWLRQ��86�FRPSDQLHV�RFFDVLRQDOO\�DOOHJH�GLVFULPLQDWLRQ�LQ�JUDQWLQJ�SULFH�LQFUHDVHV��$QRWKHU�DUHD�RI�GLIILFXOW\�IRU�IRUHLJQ�SKDUPDFHXWLFDO�FRPSDQLHV�LV�WKDW�QR�PRUH�WKDQ�IRXU�VLPLODU�GUXJV�DUH�DOORZHG�LQ�WKH�PDUNHW��UHGXFLQJ�FRPSDQLHV�DELOLW\�WR�H[SDQG�WKHLU�SURGXFW�OLQHV�
:RUNHUV¶�5LJKWV� $QRWKHU�SUREOHP�UHODWHV�WR�ZRUNHUV¶�ULJKWV��$OO�LQGXVWULDO�XQLRQV�LQ�(J\SW�DUH�UHTXLUHG�WR�EHORQJ�WR�WKH�(J\SWLDQ�7UDGH�8QLRQ�)HGHUDWLRQ��WKH�VROH�OHJDOO\�UHFRJQL]HG�ODERU�IHGHUDWLRQ��7KLV�DFFRUGLQJ�WR�WKH�86�JRYHUQPHQW�LV�LQ�YLRODWLRQ�RI�WKH�,/2�SULQFLSOH�RI�IUHHGRP�RI�DVVRFLDWLRQ�
5HG�7DSH� 0DMRU�EXUHDXFUDWLF�UHTXLUHPHQWV�KLQGHU�SULYDWH�LQLWLDWLYH��$OWKRXJK�WKH�JRYHUQPHQW�KDV�VLPSOLILHG�FRPSDQ\�UHJLVWUDWLRQ�DQG�VWUHDPOLQHG�DSSURYDO�SURFHVVHV��³SHUYDVLYH�UHG�WDSH�UHPDLQV�WKH�QXPEHU�RQH�FRPSODLQW�RI�ERWK�IRUHLJQ�DQG�GRPHVWLF�LQYHVWRUV�´��

�� (FRQRPLF�7UHQGV�5HSRUW�IRU�(J\SW��86�'HSDUWPHQW�RI�6WDWH��-XO\�������S������ (FRQRPLF�7UHQGV�5HSRUW�IRU�(J\SW��86�'HSDUWPHQW�RI�6WDWH��-XO\�������S����
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