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Abstract 

 

This paper explores whether developing countries are better off relying on competition, 

incentive regulation and private ownership rather than state ownership, exclusive state 

monopoly and administered regulation of utilities. It evaluates the welfare implications of 

these two scenarios by estimating implications of reforming Telecom Egypt on the welfare of 

consumers, workers, government and buyers. It concludes that a well-designed reform 

program can create a positive sum game in which all these actors can benefit. 

 

 

 خلاصــــة

 

هذه الورقة لدراسة ما إذا كان من الأفضل للدول النامية أن تطبق مزيداً من المنافسة، ونظاماً جديداً للحوافز  تتصدى

والملكية الخاصة في مجال الخدمات العامة، بدلاً من اعتمادها على ملكية واحتكار الدولة لتقديم هذه الخدمات. وتحقيقاً 

قعة لإصلاح قطاع الاتصالات في مصر على رفاهة كل من المستهلكين والعمال للهدف من الدراسة يتم تقييم الآثار المتو

والحكومة والمستثمرين. وتنتهي الورقة إلى أن مراعاة التصميم الدقيق والمتكامل لبرامج إصلاح قطاع الاتصالات في 

إلى نتائج إيجابية لكافة من المتوقع أن يؤدي  –والذي يشمل مزيداً من المنافسة والحوافز والملكية الخاصة  –مصر 

 الأطراف المعنية.
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�� ,QWURGXFWLRQ7KHUH�LV�D�JHQHUDO�FRQVHQVXV�WKDW�WKH�SURYLVLRQ�RI�HIILFLHQW�DQG�XQLYHUVDO�WHOHFRPPXQLFDWLRQ�VHUYLFHV�LV�FULWLFDO�IRU JURZLQJ�HFRQRPLHV�� <HW�WKHUH�LV�QR�FRQVHQVXV�DPRQJ�SROLF\�PDNHUV�DERXW�KRZ�WR�DFKLHYH�WKLV�REMHFWLYH��6LQFH�WKH�PLG�����V��RQO\�D�KDQGIXO�RI�GHYHORSLQJ�FRXQWULHV��H�J���&KLOH��0H[LFR��$UJHQWLQD�DQG�9HQH]XHOD��KDYH�FKRVHQ�WR�UHO\�IXOO\�RQ�SULYDWH�RZQHUVKLS��FRPSHWLWLRQ�DQG�LQFHQWLYH�UHJXODWLRQ�RI�WKH�PRQRSROLVWLF�VHJPHQW�RI�WKHLU�WHOHFRP�PDUNHWV�'HVSLWH�WKH�HYLGHQFH�VKRZLQJ�WKH�SRVLWLYH�HIIHFWV�RI�WKHVH�OLEHUDO�SROLFLHV��WKH�PDMRULW\�RI�GHYHORSLQJ�FRXQWULHV VWLOO�SUHIHU�VWDWH�RZQHUVKLS�RI�EDVLF�WHOHSKRQH�VHUYLFHV��FRPELQHG�ZLWK�H[FOXVLYH�OLFHQVLQJ�DQG�EXUHDXFUDWLF��DQG�RYHUODSSLQJ�RZQHUVKLS�DQG�UHJXODWRU\�IXQFWLRQV�7KH�SUHIHUHQFH�IRU�IDYRU�RI�VWDWH�RZQHUVKLS�DQG�LWV�DVVRFLDWHG�SROLFLHV�FDQ�EH�WUDFHG�WR�D�QXPEHU�RI�IDFWRUV��2QH�RI�WKHVH�IDFWRUV�LV�LQVXIILFLHQW�NQRZOHGJH�DERXW�WKH�IXWXUH�LPSDFW�RI�UHIRUP�RQ�GLIIHUHQW�HFRQRPLF�DFWRUV��HVSHFLDOO\�ZLWK�UHVSHFW�WR�ZRUNHUV�DQG�FRQVXPHUV��$QRWKHU�IDFWRU�LV�WKH�IHDU�DPRQJ�SURGXFHUV�WKDW�WKHLU�DVVHWV�FRXOG�EH�H[SURSULDWHG�WKURXJK�XQGHUSULFLQJ�RI�RXWSXW��WD[DWLRQ�RI�SURILW�RU�RXWULJKW�QDWLRQDOL]DWLRQ��7KLV�IHDU�LV�SDUWLFXODUO\�SUHYDOHQW�LQ�FRXQWULHV�ZKHUH�JRYHUQPHQW�KDV�D�KLVWRU\�RI�IDLOLQJ�WR�GHYHORS��FRPPLW�WR�DQG�HQIRUFH�DSSURSULDWH�UHJXODWRU\�UHJLPHV��/HY\�DQG�6SLOOHU��������)LQDOO\��WKH�ODFN�RI�H[SHULHQFH�UHJXODWLQJ�SULYDWH�PRQRSROLHV�DQG�WKH�UHOLDQFH�RQ�EXUHDXFUDWLF�VROXWLRQV�PD\�EH�DQ�DGGLWLRQDO�IDFWRU�UHLQIRUFLQJ�WKLV�SUHIHUHQFH�IRU�VWDWH�RZQHUVKLS�7KLV�SDSHU�H[SORUHV�WKHVH�LVVXHV�WR�GHWHUPLQH�ZKHWKHU�GHYHORSLQJ�FRXQWULHV�EHQHILW�PRVW�SXUVXLQJ�VWDWH�RZQHUVKLS�RI�WHOHFRPPXQLFDWLRQV�RU�FRPSHWLWLRQ��LQFHQWLYH�UHJXODWLRQ�DQG�SULYDWH�RZQHUVKLS�LQ�WHOHFRP��6HFWLRQ���H[DPLQHV�WKH�SHUIRUPDQFH�RI�7HOHFRP�(J\SW��D�VWDWH�RZQHG�FRPSDQ\�H[FOXVLYHO\�UHVSRQVLEOH�IRU�SURYLGLQJ DOO�WHOHFRP�VHUYLFHV�LQ�(J\SW��,Q�6HFWLRQ���DQ�DWWHPSW�LV�WKHQ�PDGH�WR�H[SODLQ�REVHUYHG�SHUIRUPDQFH��IRFXVLQJ�RQ�WKH�PDUNHW�DQG�WKH�LQVWLWXWLRQDO�VWUXFWXUH�RI�WKH�VHFWRU�UDWKHU�WKDQ�WKH�LQWHUQDO�ZRUNLQJV�RI�WKH�FRPSDQ\��6HFWLRQ���ORRNV�DKHDG�E\�HVWLPDWLQJ WKH�ZHOIDUH�LPSOLFDWLRQV�RI�UHIRUPLQJ�WKH�HQYLURQPHQW�LQ�ZKLFK�7HOHFRP�(J\SW�RSHUDWHV��,Q�FRQFOXVLRQ��WKH�SDSHU�RXWOLQHV�NH\�UHIRUPV�IRU�PD[LPL]LQJ�WKH�JDLQV�7KH�SDSHU�FRPSOHPHQWV�WKH�OLWHUDWXUH�FRQFHUQHG�ZLWK�WKH�H[�SRVW�HIIHFWV�RI�UHIRUPLQJ�WHOHFRP�� %XW�WKLV�DQDO\VLV�GLIIHUV��LQ�WZR�PDLQ�UHVSHFWV��)LUVW��LW�GHDOV�ZLWK�WKH�HIIHFWV�RI�UHIRUPV�
� 6HH�:HOOHQLXV�DQG�6WHUQ�������:RUOG�%DQN������� 6HH�9LFNHUV�DQG�<DURZ�������*DODO��HW�DO�������
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H[�DQWH��UDWKHU�WKDQ�H[�SRVW��6HFRQG��LW�GHDOV�ZLWK�WKH�LPSDFW�RI�D�FRPSUHKHQVLYH�UHIRUP�SDFNDJH��LQFOXGLQJ�FRPSHWLWLRQ��LQFHQWLYH�UHJXODWLRQ�DQG�SULYDWL]DWLRQ��RQ�DOO�LPSRUWDQW�HFRQRPLF�DFWRUV��UDWKHU�WKDQ�WKH�LPSDFW�RI�SULYDWL]DWLRQ�DORQH�RQ�WKHVH�DFWRUV�
�� 3HUIRUPDQFH�RI�7HOHFRP�(J\SW7KH�$PHULFDQ�VD\LQJ��³,I�LW�DLQ¶W�EURNH��GRQ¶W�IL[�LW´�LV�QRW�DQ�DSSURSULDWH�\DUGVWLFN�WR�MXGJH�WKH�SHUIRUPDQFH�RI�D�FRPSDQ\�RU�D�VHFWRU��)URP�VRFLHW\¶V�VWDQGSRLQW��LW�LV�LPSRUWDQW�WR�H[SORUH�ZKHWKHU�SHUIRUPDQFH�LV�VDWLVIDFWRU\�FRPSDUHG�ZLWK�EHVW�SUDFWLFH�HOVHZKHUH��,Q�RWKHU�ZRUGV��DQ�LPSURYHPHQW�LQ�SHUIRUPDQFH�RYHU�WLPH�LV�FHUWDLQO\�JRRG�QHZV��EXW�PHDVXULQJ�SHUIRUPDQFH�DJDLQVW�DQ�DSSURSULDWH�EHQFKPDUN�LV�DOVR�LPSRUWDQW��)URP�WKLV�SHUVSHFWLYH�ZH�DVVHVV�WKH�SHUIRUPDQFH�RI�WHOHFRP�(J\SW��DIWHU�SURYLGLQJ�D�EULHI�EDFNJURXQG�RI�WKH�VHFWRU�
%DFNJURXQG7HOHSKRQH�VHUYLFHV�ZHUH�ILUVW�LQWURGXFHG�LQ�(J\SW�LQ�WKH�ODWH���WK FHQWXU\��6LQFH�WKHQ��VHYHUDO�LQVWLWXWLRQDO�ODQGPDUNV�KDYH�WDNHQ�SODFH��,Q������WKH�(J\SWLDQ�7HOHSKRQH�DQG�7HOHJUDSK�$GPLQLVWUDWLRQ�ZDV�HVWDEOLVKHG�DQG�RSHUDWHG�XQWLO�WKH�IRXQGLQJ�RI�WKH�(J\SWLDQ�7HOHFRPPXQLFDWLRQV�2UJDQL]DWLRQ�LQ�������7KH�$UDE�5HSXEOLF�RI�(J\SW�1DWLRQDO�7HOHFRPPXQLFDWLRQV�2UJDQL]DWLRQ��$5(172��ZDV�FUHDWHG�LQ������DV�DQ�DXWRQRPRXV�SXEOLF�XWLOLW\�DQG�ZDV�UHFHQWO\�UHQDPHG�7HOHFRP�(J\SW��$FFRUGLQJ�WR�/DZ������7HOHFRP�(J\SW�RSHUDWHV�XQGHU�WKH�VXSHUYLVLRQ�RI�WKH�0LQLVWHU�RI�7UDQVSRUW�	�&RPPXQLFDWLRQV�DV�WKH�VROH�SURYLGHU�RI�WHOHFRPPXQLFDWLRQ�VHUYLFHV�LQ�(J\SW�8QWLO�WKH�HDUO\�����V��WHOHFRP�VHUYLFHV�LQ�(J\SW�ZHUH�VFDUFH��LQHIILFLHQW�DQG�FRVWO\��7KH�LQVWDOOHG�FDSDFLW\�ZDV�DSSUR[LPDWHO\�KDOI�D�PLOOLRQ�OLQHV��DQG�WHOHSKRQH�GHQVLW\�ZDV�OHVV�WKDQ�RQH�SHU�KXQGUHG�LQKDELWDQWV��7KH�ZDLWLQJ�WLPH�IRU�D�SKRQH�OLQH�DSSURDFKHG����\HDUV��DQG�WKH�UDWH�RI�FRPSOHWHG�FDOOV�ZDV�ORZ��,W�ZDV�QRW�XQXVXDO�IRU�EXVLQHVVSHRSOH�LQ�&DLUR�WR�VHQG�PHVVHQJHUV�UDWKHU�WKDQ�PDNH�WHOHSKRQH�FDOOV��&XVWRPHUV�ZHUH�RIIHUHG�D�QDUURZ�UDQJH�RI�VHUYLFHV�DW�D�WLPH�ZKHQ�WKH�VHFWRU�ZDV�ZLWQHVVLQJ�D�WHFKQRORJLFDO�UHYROXWLRQ�DEURDG�*UHDW�VWULGHV�KDYH�EHHQ�PDGH�LQ�(J\SW�VLQFH�WKHQ��7HOHFRP�(J\SW�LQYHVWHG�KHDYLO\�DQG�PDGH�D�QRWLFHDEOH�GLIIHUHQFH�LQ�WKH�TXDQWLW\�DQG�TXDOLW\�RI�WHOHFRPPXQLFDWLRQ�VHUYLFHV��$V�VKRZQ�LQ�7DEOH����WKH�QXPEHU�RI�LQVWDOOHG�OLQHV�LV�QRZ�PRUH�WKDQ���PLOOLRQ��DQG�WKHUH�DUH�ILYH�SKRQHV�SHU�����LQKDELWDQWV��7KH�ZDLWLQJ�SHULRG�IRU�D�SKRQH�OLQH�LV�GHFOLQLQJ��DQG WHOHSKRQH�
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VHUYLFHV�WR�UXUDO�DUHDV��UHFODLPHG�ODQG��DQG�LQGXVWULDO�GHYHORSPHQWV�KDYH�EHHQ�H[SDQGHG��7KH�TXDOLW\�RI�VHUYLFH�KDV�DOVR�LPSURYHG�WKURXJK�UHSODFLQJ�VHPLDXWRPDWLF�ZLWK�DXWRPDWLF�H[FKDQJHV�DQG�DGGLQJ�GLJLWDO�H[FKDQJHV�DQG�DXWRPDWLF�H[FKDQJH�FRQQHFWLRQV�WR�WKH�QDWLRQDO�ORQJ�GLVWDQFH�QHWZRUN��,Q������RI�*60�DQG�96$7�QHWZRUNV�ZHUH�LQWURGXFHG�,Q�YLHZ�RI�WKHVH�IDYRUDEOH�GHYHORSPHQWV��RQH�PLJKW�TXHVWLRQ�WKH�QHHG�IRU�UHIRUP��$QVZHULQJ�WKLV�TXHVWLRQ�UHTXLUHV�IXUWKHU�DQDO\VLV�RI�7HOHFRP�(J\SW¶V�SHUIRUPDQFH��LWV�SRWHQWLDO��DQG�LWV�SROLF\�DQG�LQVWLWXWLRQDO�HQYLURQPHQW��7KHVH�LVVXHV�DUH�WDNHQ�XS�LQ�WKH�UHPDLQGHU�RI�WKH�SDSHU�
7DEOH�����7HOHFRP�(J\SW��6HOHFWHG�*URZWK�,QGLFDWRUV��,Q�WKRXVDQGV��XQOHVV�VSHFLILHG�RWKHUZLVH�������� ������� ������� ������� ������� �������
,QVWDOOHG�/LQHV ����� ����� ����� ����� ����� �����/LQHV�LQ�6HUYLFH ����� ����� ����� ����� ����� �����7HO��SHU�����LQKDELWDQWV���7'� ���� ���� ���� ���� ���� ����3D\�SKRQHV�������LQKDELWDQWV ���� ����� ����� ����� ����� �����
:DLWLQJ�SHULRG��\HDUV� 1$ 1$ ��� 1$ ��� ���

6RXUFH��$OO�LQGLFDWRUV�H[FHSW�ZDLWLQJ�SHULRG��7HOHFRP�(J\SW��:DLWLQJ�SHULRG��,78�� :RUOG�7HOHFRPPXQLFDWLRQ�'HYHORSPHQW�5HSRUW��YDULRXV�LVVXHV�
3HUIRUPDQFH�RI�7HOHFRP�(J\SW�RYHU�WKH�3DVW�'HFDGH%\�DOO�LQGLFDWRUV��WKH�SHUIRUPDQFH�RI�7HOHFRP�(J\SW�LPSURYHG�VLJQLILFDQWO\�RYHU�WKH�SHULRG������������$V�)LJXUH���LQGLFDWHV��WKH�FRPSDQ\¶V�SXEOLF�SURILWV�LQFUHDVHG�VHYHQ�WLPHV�DQG�SULYDWH�SURILWV�LQFUHDVHG����WLPHV�RYHU�WKH�SHULRG�DQDO\]HG�� 2YHU�WKH�ODVW�IRXU�\HDUV��SURILWV�LQFUHDVHG�DW�DQ�XQSUHFHGHQWHG�UDWH�

�� 33XXEEOOLLFF SSUURRIILLWW LLVV WWKKHH VVDDPPHH DDVV TTXXDDVVLL��UUHHQQWW�� RRUU WWKKHH UUHHWWXXUUQQ WWRR DDOOOO LLQQYYHHVVWWRRUUVV�� RRZZQQHHUUVV DDQQGG OOHHQQGGHHUUVV�� ,,WW LLVV GGHHIILLQQHHGG DDVV��SSXXEEOOLLFF SSUURRIILLWW   ;; �� ,,,, �� :: �� 55 �� UU..ZZ��ZZKKHHUUHH ;; LLVV WWKKHH YYDDOOXXHH RRII RRXXWWSSXXWW�� ,,,, LLVV WWKKHH YYDDOOXXHH RRII LLQQWWHHUUPPHHGGLLDDWWHH LLQQSSXXWWVV�� :: LLVV HHPPSSOORR\\PPHHQQWW FFRRPPSSHHQQVVDDWWLLRRQQ�� 55 LLVV IIDDFFWWRRUU UUHHQQWWDDOOVV�� DDQQGGUU..ZZ LLVV WWKKHH RRSSSSRRUUWWXXQQLLWW\\ FFRRVVWW RRII ZZRRUUNNLLQQJJ FFDDSSLLWWDDOO�� 33UULLYYDDWWHH SSUURRIILLWW LLVV WWKKHH UUHHWWXXUUQQ WWRR HHTTXXLLWW\\ KKRROOGGHHUUVV DDOORRQQHH�� ,,WW FFDDQQ EEHH GGHHIILLQQHHGG DDVV SSUURRIILLWWEEHHIIRRUUHH RRUU DDIIWWHHUU WWDD[[HHVV�� RRUU UUHHWWDDLLQQHHGG HHDDUUQQLLQQJJVV SSOOXXVV GGLLYYLLGGHHQQGGVV��



(&(6�:3���*DODO�����

�

)LJXUH�����3XEOLF�DQG�3ULYDWH�3URILWV�RI�7HOHFRP�(J\SW�DW�&XUUHQW�0DUNHW�3ULFHV����������� �������

3 X E O L F

3 U L Y D W H�� � �� � �� � �� � �� � � � �� � � � �� � � � �� � � � �� � � � �� � � � �

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

0 L O O L R Q V � R I � / (

6RXUFH��&DOFXODWHG�IURP�7HOHFRP�(J\SW�GDWD�
,Q�SULQFLSOH��WKH�VXUJH�LQ SULYDWH�DQG�SXEOLF�SURILWV�LQ�DEVROXWH�WHUPV�FRXOG�EH�DWWULEXWHG�WR�DQ�LQFUHDVH�LQ�SULFHV�RU�LPSURYHPHQW�LQ�SURGXFWLYLW\��7R�GLVWLQJXLVK�RQH�IDFWRU�IURP�WKH�RWKHU��D�QXPEHU�RI�DGGLWLRQDO�SHUIRUPDQFH�LQGLFDWRUV�DUH�FDOFXODWHG��2QH�VXFK�LQGLFDWRU�LV�SXEOLF�SURILW�LQ�FRQVWDQW�SULFHV��DFFRUGLQJ�WR�ZKLFK�7HOHFRP�(J\SW�KDV�LPSURYHG�LWV�SHUIRUPDQFH�VWHDGLO\�WKURXJKRXW�WKH�SHULRG�DQDO\]HG��)LJXUH����� ,Q�RWKHU�ZRUGV��ZKLOH�WKH�FRPSDQ\�GLG�EHQHILW�IURP�IDYRUDEOH�SULFH�FKDQJHV��LW�ZDV�DEOH�WR�LQFUHDVH�WKH�TXDQWLW\�RI�RXWSXW�PRUH�WKDQ�WKH�FRUUHVSRQGLQJ�LQFUHDVH�LQ�WKH�TXDQWLW\�RI�LQSXWV��LQFOXGLQJ�ZDJHV��IDFWRU�UHQWDOV��DQG�LQWHUPHGLDWH�LQSXWV�7KH�GLVSURSRUWLRQDWH�LQFUHDVH�LQ�RXWSXW�ZDV�DOVR�GXH�WR�D�VLJQLILFDQW�LQFUHDVH�LQ�IL[HG�FDSLWDO�IRUPDWLRQ��:KLOH�WKLV�H[SDQVLRQ�ZDV�ILQDQFHG�ODUJHO\�E\�LQWHUQDO�IXQGV��)LJXUH�����LW�UDLVHV�WKH�TXHVWLRQ��LV�7HOHFRP�(J\SW¶V�SHUIRUPDQFH�DV�JRRG�LI�ZH�XVH�UHODWLYH�LQGLFDWRUV�RI�SHUIRUPDQFH��VXFK�DV�SXEOLF�DQG�SULYDWH�SURILWDELOLW\�� 7KLV�LV�EHFDXVH�SURILWV�LQ�DEVROXWH�WHUPV�PD\�JR�XS��EXW�QRW�QHFHVVDULO\�LQ�UHODWLRQ�WR�IL[HG�DVVHWV�RU�QHW�ZRUWK�

� &RQVWDQW�SULFHV�DUH�GHULYHG�IURP�GHWDLOHG�LQIRUPDWLRQ�IURP�7HOHFRP�(J\SW��LQ�ZKLFK�PDMRU�RXWSXWV�DQG�LQSXWV�DUH�GHFRPSRVHG�LQWR�WKHLU�SULFH�DQG�TXDQWLW\�FRPSRQHQWV�� 3XEOLF�SURILWDELOLW\�LV�SXEOLF�SURILW�GLYLGHG�E\�UHYDOXHG�FDSLWDO��5HYDOXHG�FDSLWDO�LV�HVWLPDWHG�XVLQJ�WKH�SHUSHWXDO�LQYHQWRU\�PHWKRGRORJ\��RU�.W �.W��������LQIODWLRQ�UDWHW������� GHSUHFLDWLRQ�UDWH����,W�ZKHUH�.W LV�FDSLWDO�VWRFN�LQ�\HDU�W��.W�� LV�FDSLWDO�VWRFN�LQ�WKH�SUHYLRXV�\HDU��DQG�,W LV�LQYHVWPHQW�WKLV�\HDU�3ULYDWH�SURILWDELOLW\�LV�SURILW�DIWHU�WD[�GLYLGHG�E\�QHW�ZRUWK�
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)LJXUH�����3XEOLF�3URILW�DW�&RQVWDQW�0DUNHW�3ULFHV��7HOHFRP�(J\SW�����������������

3XEOLF�SURILW
9D OXH�DGGHG/DERU��5 HQWD OV�: RUN LQJ�& DSLWD O
2 X WSX W,QWHUPHGLD WHV
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0 LOOLRQV�/(

���� ������� ��� ���� ��� ���� ��� ���� ��� ���� ��� ���� ��� ���� ��� ���� ��� ���� ���
6RXUFH��&DOFXODWHG�IURP�7HOHFRP�(J\SW�GDWD�

)LJXUH�����6RXUFHV�RI�)XQGV��7HOHFRP�(J\SW����������� �������6RXUFH��7HOHFRP�(J\SW�

�����
����������������������������

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

0LOOLRQV�/(
,QWHQDO�)XQGLQJ/LTXLGLW\'HEW�)XQGLQJ(TXLW\�)XQGLQJ
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$FFRUGLQJ�WR�WKHVH�LQGLFDWRUV��7HOHFRP�(J\SW�GLG�ZHOO��)LJXUH���VKRZV�WKDW�SULYDWH�SURILWDELOLW\�LQ�UHODWLRQ�WR�QHW�ZRUWK�DYHUDJHG������SHUFHQW�SHU�DQQXP�GXULQJ�WKH�SHULRG������������������ZKLFK�LV�KLJKHU�WKDQ�WKH�SUHYDLOLQJ������SHUFHQW�LQWHUHVW�RQ�D�����PRQWK�GHSRVLW�LQ�������,Q�DGGLWLRQ��SXEOLF�SURILWDELOLW\�LQ�FXUUHQW�SULFHV�LQ�UHODWLRQ�WR�UHYDOXHG�FDSLWDO�DYHUDJHG�����SHUFHQW�7XUQLQJ�WR�SURGXFWLYLW\��WKH�UHVXOWV�VWLOO�VKRZ�WKDW�7HOHFRP�(J\SW�LPSURYHG�RYHU�WLPH��)LJXUH����� /DERU�SURGXFWLYLW\�URVH�RYHU�WKH�SHULRG����������DQG�WRWDO�IDFWRU�SURGXFWLYLW\��7)3��LPSURYHG�DW�D�FRPSRXQG�DQQXDO�JURZWK�UDWH��&$*5��RI������SHUFHQW�RYHU�WKH VDPH�SHULRG��,Q�ODUJH�PHDVXUH��WKLV�LPSURYHPHQW�FDQ�EH�WUDFHG�WR�WKH�H[SDQVLRQ�RI�FDSLWDO�ZLWKRXW�D�VLJQLILFDQW�LQFUHDVH�LQ�ODERU�0RUHRYHU��WKLV�H[SDQVLRQ�EURXJKW�WKH�ODWHVW�WHFKQRORJ\�DQG�HQDEOHG�WKH�FRPSDQ\�WR�UHDOL]H�VXEVWDQWLDO�HFRQRPLHV�RI�VFRSH�DQG VFDOH��7R�DSSUHFLDWH�KRZ�WKH�DFTXLUHG�WHFKQRORJ\�LPSDFWHG�SURGXFWLYLW\��FRQVLGHU�WKH�VFRSH�RI�QHZ�WHFKQRORJ\�SURYLGHG�E\�VXFK�ZHOO�NQRZQ�FRPSDQLHV�DV�$7	7��6LHPHQV��&,7�$OFDWHO��(ULFVVRQ��DQG�1(&��0DQ\�RI�WKH�WUXQN�FDEOHV�DUH�QRZ�PDGH�ZLWK�ILEHU�RSWLF�WHFKQRORJ\��ZKLFK�RIIHUV�DQ�DOPRVW�XQOLPLWHG�EDQGZLGWK��PDQXDO�H[FKDQJHV�KDYH�ODUJHO\�EHHQ�UHSODFHG�E\�VHPLDXWRPDWLF�DQG�DXWRPDWLF�VZLWFKHV��VHYHUDO�LQWHUQDWLRQDO�OLQNV�KDYH�DOVR�EHHQ�LQVWDOOHG��PRVW�RI�ILEHU�RSWLF�FDEOH��FRD[LDO�VXEPDULQH�FDEOHV�FRQQHFW�(J\SW�ZLWK�,WDO\��*UHHFH��6RXWKHDVW�$VLD�DQG�:HVWHUQ�(XURSH��SURYLGLQJ�JUHDWHU�FDSDFLW\��UHOLDELOLW\�DQG�VSHHG�
)LJXUH�����3URILWDELOLW\��7HOHFRP�(J\SW����������� �������

6RXUFH��&DOFXODWHG�IURP�7HOHFRP�(J\SW�GDWD�
� 7RWDO�IDFWRU�SURGXFWLYLW\�LV�REWDLQHG�E\�GLYLGLQJ�WKH�YDOXH�RI�WRWDO�RXWSXW�E\�WKH�YDOXH�RI�WRWDO�FRVWV��ERWK�H[SUHVVHG�LQ�FRQVWDQW�SULFHV��7KDW�LV�7)3� �EHQHILWV�FRVWV� �;����,,���:���5���U.Z ��U.I���ZKHUH�DOO�YDULDEOHV�DUH�DV�GHILQHG�EHIRUH��DQG�U.I LV�WKH�RSSRUWXQLW\�FRVW�RI�IL[HG�FDSLWDO�

3XEOLF�SURILWV�UHYDOXHG�FDSLWDO

3ULYDWH�SURILWV�QHW�ZRUWK

�
�
��
��
��
��

������� ������� ������� ������� ������� ������� ������� ������� ������� �������
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3HUIRUPDQFH�RI�7HOHFRP�(J\SW�&RPSDUHG�WR�2WKHU�&RXQWULHV:KLOH�7HOHFRP�(J\SW�KDV�LPSURYHG�RYHU�WLPH��LW�KDV�\HW�WR�FDWFK�XS�ZLWK�PRVW�FRXQWULHV�RI�WKH�UHJLRQ��$V�7DEOH���LQGLFDWHV��WHOHFRP�VHUYLFHV�LQ�(J\SW�ODJ�EHKLQG�RLO� DQG�QRQ�RLO�SURGXFLQJ�FRXQWULHV�RQ�PRVW�FRXQWV��LQFOXGLQJ�WHOHGHQVLW\��GHPDQG�VDWLVIDFWLRQ�DQG�ZDLWLQJ�SHULRG�IRU�D�SKRQH��(J\SW�DOVR�VFRUHV�ORZ�RQ�WZR�HIILFLHQF\�LQGLFDWRUV��WKH�QXPEHU�RI�OLQHV�SHU�ZRUNHU�DQG�UHYHQXH�SHU�OLQH��,I�(J\SW�LV�WR�FRPSHWH�ZLWK�WKHVH�FRXQWULHV�LQ�WKH�ZRUOG�PDUNHW��7HOHFRP�(J\SW�KDV�D�ORQJ�ZD\�WR�JR�
)LJXUH�����/DERU�DQG�7RWDO�)DFWRU�3URGXFWLYLW\��7HOHFRP�(J\SW����������� �������

6RXUFH��&DOFXODWHG�IURP�7HOHFRP�(J\SW�GDWD�
7DEOH�����7HOHFRPPXQLFDWLRQV�LQ�(J\SW�&RPSDUHG�ZLWK�6HOHFWHG�$UDE�&RXQWULHV������(J\SW /HEDQRQ 7XQLVLD $OJHULD 0RURFFR 6\ULD -RUGDQ 6DXGL�$UDELD /LE\D 2PDQ .XZDLW 4DWDU 8$(/RZHU�0LGGOH�,QFRPH�$UDE�&RXQWULHV 8SSHU�0LGGOH�,QFRPH$UDE�&RXQWULHV +LJK�,QFRPH�$UDE�&RXQWULHV6HUYLFH�$YDLODELOLW\2YHUDOO�FRXQWU\�7' ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����� ����� �����
7'�RXWVLGH�ODUJHVWFLWLHV ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����� ����� ����
3D\�SKRQHV�������LQKDELWDQWV ���� ���� ���� ���� ���� ���� ���� ���� 1$ ���� ���� ���� ����
:DLWLQJ�SHULRG��\HDUV� ��� !�� ��� ��� ��� !�� ��� !�� !�� ��� ��� ��� �6DWLVILHG�GHPDQG���� �� ���� �� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����(IILFLHQF\�,QGLFDWRUV/LQHV�SHU�ZRUNHU �� �� �� �� �� �� �� �� �� �� �� �� ���5HYHQXH�SHU�OLQH���� ��� ��� ��� ��� ��� ��� ��� ����� ����� ����� ��� ����� �����1RWH� 7' �WHOHGHQVLW\6RXUFH��,78��:RUOG�7HOHFRPPXQLFDWLRQ�'HYHORSPHQW�5HSRUW�������

1 X P E H U �R I � O L Q H V �S H U �Z R U N H U

7 ) 3

� � � �� � � �� � � �� � � �� � � �� � � �� � � �� � � �
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$�VLPLODU�FRQFOXVLRQ�LV�UHDFKHG�ZKHQ�(J\SW�LV�FRPSDUHG�ZLWK�VHYHQ�GHYHORSLQJ�FRXQWULHV�WKDW�IROORZHG�D�GLIIHUHQW�PRGH�RI�RUJDQL]LQJ�WKHLU�WHOHFRP�VHFWRUV��7DEOH�����7HOHFRP�VHFWRUV�LQ�WKHVH�FRXQWULHV�RIIHU�FRPSHWLWLRQ�LQ�WKH�PDUNHWV�IRU�YDOXH�DGGHG�VHUYLFHV��FHOOXODU�DQG�RWKHU�WHOHFRP�VHUYLFHV��LQFHQWLYH�UHJXODWLRQ�IRU�WKH�PDUNHW�RI�EDVLF�WHOHSKRQ\��DQG�SULYDWH�UDWKHU�WKDQ�SXEOLF�RZQHUVKLS�RI�DOO�WHOHFRPPXQLFDWLRQ�VHUYLFHV�7KH�SHUIRUPDQFH�RI�WHOHFRP�LQ�WKHVH�FRXQWULHV�LV�FOHDUO\�VXSHULRU�WR�WKDW�RI�7HOHFRP�(J\SW�E\�PRVW�PHDVXUHV��:LWK�WKH�H[FHSWLRQ�RI�WKH�3KLOLSSLQHV��WKH�UHPDLQLQJ�FRXQWULHV�GLG�EHWWHU�LQ�WHUPV�RI�WKH�QXPEHU�RI�WHOHSKRQH�OLQHV�SHU�����LQKDELWDQWV��GHPDQG�VDWLVIDFWLRQ�DQG�SHQGLQJ�DSSOLFDWLRQV�IRU��D�SKRQH��2I�FRXUVH��WKHVH�FRXQWULHV�KDYH�KLJKHU�SHU�FDSLWD�LQFRPHV�WKDQ�(J\SW��WKXV�WKH\�DUH�FDSDEOH�RI�SURYLGLQJ�PRUH�WHOHSKRQH�VHUYLFHV�SHU�SHUVRQ��+RZHYHU��WKHUH�LV�QR�UHDVRQ�ZK\�WKHVH�FRXQWULHV�VKRXOG�KDYH JUHDWHU�ODERU�SURGXFWLYLW\�RU�UHYHQXH�SHU�OLQH�WKDQ�(J\SW�,Q�VXPPDU\��7HOHFRP�(J\SW�KDV�VKRZQ�VLJQLILFDQW�SURJUHVV�LQ�WKH�TXDOLW\�DQG�HIILFLHQF\�RI�VHUYLFHV�RIIHUHG��([SDQVLRQ�DQG�QHZ�WHFKQRORJ\�ZHUH�WKH�PDLQ�IRUFHV�EHKLQG�WKLV�LPSURYHPHQW�LQ�SHUIRUPDQFH��+RZHYHU��(J\SW¶V�WHOHFRP�VHFWRU�GRHV�QRW�FRPSDUH�IDYRUDEO\�ZLWK�RWKHU�GHYHORSLQJ�FRXQWULHV��HVSHFLDOO\�WKRVH�WKDW�UHIRUPHG�WKHLU�WHOHFRP�VHFWRUV��7KLV�VXJJHVWV�WKDW�7HOHFRP�(J\SW�FRXOG�GR�PXFK�EHWWHU��7KH�QH[W�VHFWLRQ�DGGUHVVHV�ZK\�(J\SW¶V�WHOHFRPPXQLFDWLRQV�DUH�ODJJLQJ�EHKLQG�RWKHU�GHYHORSLQJ�FRXQWULHV�
7DEOH�����7HOHFRP�(J\SW�&RPSDUHG�ZLWK�D�6DPSOH�RI�5HIRUPLQJ�(FRQRPLHV������(J\SW $UJHQWLQD &KLOH -DPDLFD 0DOD\VLD 0H[LFR 3KLOLSSLQHV 9HQH]XHOD6HUYLFH�$YDLODELOLW\2YHUDOO�FRXQWU\�7' ���� ����� ����� ���� ����� ���� ���� �����7'�RXWVLGH�ODUJHVW�FLWLHV ���� ����� ���� ���� ����� ���� ���� ����3D\�SKRQHV�������LQKDELWDQWV ���� ���� ���� ���� ���� ���� ���� ����:DLWLQJ�SHULRG��\HDUV� ��� ��� ��� ��� ��� ��� ��� ���6DWLVILHG�GHPDQG���� �� ���� ���� ���� ���� ���� ���� ����(IILFLHQF\�,QGLFDWRUV/LQHV�SHU�ZRUNHU �� ��� ��� �� �� ��� �� ���5HYHQXH�SHU�OLQH����� ��� ���� ��� ���� ��� ���� ��� ���1RWH��7' �WHOHGHQVLW\6RXUFH��,78��:RUOG�7HOHFRPPXQLFDWLRQ�'HYHORSPHQW�5HSRUW�������
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�� ([SODLQLQJ�WKH�3HUIRUPDQFH�RI�7HOHFRP�(J\SW7KH�SULPDU\�REVWDFOH�WR�LPSURYHG�WHOHFRP�VHUYLFHV�LQ�(J\SW�VHHPV�WR�EH�WKH�QDWXUH�RI�WKH�LPSOLFLW�FRQWUDFW�JRYHUQLQJ�WKH�RSHUDWLRQ��HQWU\�DQG�PDQDJHPHQW�RI�WKH�VHFWRU��7KH�PRVW�FULWLFDO�GHILFLHQF\�LV�WKDW�7HOHFRP�(J\SW�GRHV�QRW�IDFH�FRPSHWLWLRQ�RU�HYHQ�WKH�WKUHDW�RI�FRPSHWLWLRQ��,Q�WKH�PRQRSROLVWLF�VHJPHQW�RI�WKH�PDUNHW��WKH�UHJXODWRU\�FRQWUDFW�LV�DOVR�QRW�GHVLJQHG�WR�SURYLGH�LQFHQWLYHV�IRU�HIILFLHQW�RSHUDWLRQ�RU�FRQVXPSWLRQ��)LQDOO\��WKH�RSHUDWLRQ��RZQHUVKLS�DQG�UHJXODWRU\�IXQFWLRQV�DUH�QRW�ZHOO�GHILQHG��DQG�VHYHUDO�HOHPHQWV�RI�FRPPLWPHQW�DUH�QRW�LQ�SODFH��H�J��FRQIOLFW�UHVROXWLRQ�PHFKDQLVPV�DQG�LQVXODWLRQ�RI�UHJXODWRU\�UHIRUP�IURP�SROLWLFV���7KHVH�IHDWXUHV�RI�WKH�LPSOLFLW�FRQWUDFW�DUH�HODERUDWHG�EHORZ�
/DFN�RI�FRPSHWLWLRQ�RU�WKUHDW�RI�FRPSHWLWLRQ7HOHFRP�(J\SW�PRQRSROL]HV�WKH�PDUNHW�IRU�ORFDO��QDWLRQDO�DQG�LQWHUQDWLRQDO�ORQJ�GLVWDQFH�VHUYLFH��,W�DOVR�PRQRSROL]HV�WKH�PDUNHW�IRU�FRPSOHPHQWDU\�VHUYLFHV��LQFOXGLQJ�FHOOXODU�WHOHSKRQHV��IDFVLPLOH��WHOH[��WHOHJUDSK�DQG�GDWD�WUDQVPLVVLRQ��7KH�PDUNHW�GRPLQDWLRQ�RI�7HOHFRP�(J\SW��LWV�VKHHU�VL]H�DQG�VXQN�FRVW�JLYH�WKH�FRPSDQ\�D�IDYRUDEOH�SRVLWLRQ�DJDLQVW�SRWHQWLDO�FRPSHWLWRUV�5HFHQWO\��WKHUH�KDYH�EHHQ�FDVHV�RI�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�,QWHUQHW�DQG�96$7�VHUYLFH�DQG�SULYDWH�VHFWRU�LV�OLFHQVHG�WR�VHOO�VXEVFULEHU�WHUPLQDO�HTXLSPHQW�IRU�*60�DQG�SDJLQJ�VHUYLFHV��%XW�7HOHFRP�(J\SW�LQGHSHQGHQWO\�RZQV�WKH�(J\SWLDQ�7HOHSKRQH�&RPSDQ\��(7&���ZKLFK�PDQXIDFWXUHV�XQGHU�OLFHQVH�WHOHSKRQH�VHWV��ER[HV�DQG�VPDOO�VZLWFKHV��,W�DOVR�ZRUNV�ZLWK�6LHPHQV�LQ�D�MRLQW�YHQWXUH�FDOOHG�(*7,�WR�SURYLGH�PDQXIDFWXULQJ�IDFLOLWLHV��&OHDUO\��SULYDWH�SDUWLFLSDWLRQ��IUHH�HQWU\�DQG�FRPSHWLWLRQ�DUH�FRPSOHWHO\�ODFNLQJ�LQ�(J\SW¶V�WHOHFRPPXQLFDWLRQV�VHFWRU� ,Q�FRQWUDVW��$UJHQWLQD��&KLOH�DQG�0H[LFR�OLEHUDOL]HG�WKHLU�WHOHFRP�VHFWRUV�E\�DOORZLQJ�FRPSHWLWLRQ�LQ�WKH�YDOXH�DGGHG��DQG�LQ�VRPH�FDVHV�LQ�WKH�PDUNHW��IRU�ORQJ�GLVWDQFH�VHUYLFHV��&RPSHWLWLRQ�LQ�WKHVH�PDUNHWV�LV�IRUFLQJ�ILUPV�WR�RSHUDWH�HIILFLHQWO\�ZLWKRXW�FRVWO\�UHJXODWLRQ��7KHVH�FRXQWULHV�DOVR�DXFWLRQHG�RII�QHZ�IUDQFKLVHV��LQGXFLQJ�FRPSHWLWLRQ�IRU�WKH�PDUNHWV�WKHPVHOYHV�DQG�WKH�VHOHFWLRQ�RI�PRUH�TXDOLILHG�DQG�HIILFLHQW�VXSSOLHUV��)LQDOO\��ZKHQ�WKHVH�FRXQWULHV�SULYDWL]HG�WKHLU�EDVLF�QHWZRUNV��WKH\�LQWURGXFHG�UHJXODWLRQ�ILUVW��ZKLFK�LQ�&KLOH�SUHFHGHG SULYDWL]DWLRQ�E\�VRPH�ILYH�\HDUV��7R�HQVXUH�WKDW�WKH�SULYDWH�RSHUDWRU�PHHWV�SHQGLQJ�DQG�



(&(6�:3���*DODO�����

��

JURZLQJ�GHPDQG��WKH\�FRPPLWWHG�WKH�EX\HUV�WR�VSHFLILF�TXDQWLW\�DQG�TXDOLW\�WDUJHWV��UHWDLQLQJ�WKH�ULJKW�WR�UHYRNH�WKH�FRQFHVVLRQ�LQ�FDVH�RI�IDLOXUH�WR�PHHW�WKHVH�WDUJHWV��7KHVH�UHIRUPV�FROOHFWLYHO\�LPSRVHG�SUHVVXUH�RQ�ILUPV�WR�EH�HIILFLHQW��NHSW�WKHP�IURP�WDNLQJ�IXOO�DGYDQWDJH�RI�WKHLU�LQIRUPDWLRQ�SULYLOHJH�DQG�UHGXFHG�WKH�EXUGHQ�RI�UHJXODWLRQ�
/DFN�RI�LQFHQWLYHV�IRU�HIILFLHQW�RSHUDWLRQ�DQG�FRQVXPSWLRQ7KH�SUHYDLOLQJ�WDULII�VWUXFWXUH�LQ�(J\SW�LQYROYHV�FURVV�VXEVLGL]DWLRQ�RI�ORFDO�XVHUV�DW�WKH�H[SHQVH�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�XVHUV��7HOHFRP�(J\SW�DOVR�FKDUJHV�QHZ�VXEVFULEHUV�D�VLJQLILFDQW�DOORFDWLRQ�IHH��7KH�FRPSDQ\�GRHV�QRW�SD\�WD[HV��DQG��LURQLFDOO\��IXQGV�WKH�H[SDQVLRQ�RI�WKH�&DLUR�0HWUR��:KLOH�WKH�IXQGV�HDUPDUNHG�IRU�WKH�PHWUR�DOPRVW�PDWFK�WKH�WD[HV�7HOHFRP�(J\SW�ZRXOG�KDYH�KDG�WR�SD\�RQ�SURILW��WKLV�SUDFWLFH�KDV�WKH�HIIHFW�RI�UHGXFLQJ�WUDQVSDUHQF\��)LQDOO\��WDULIIV�DUH�FRVW�SOXV�EDVHG��DQG�DUH�UHYLVHG�RQ�DQ�DG�KRF�EDVLV��7KHVH�IHDWXUHV�RI�WKH�LQFHQWLYH�UHJLPH�DUH�QRW�FRQGXFLYH�WR�HIILFLHQF\�LQ�FRQVXPSWLRQ�RU�LQ�SURGXFWLRQ��8VHUV�RI�WHOHFRP�VHUYLFHV�WHQG�WR�FRQVXPH�PRUH�ORFDO�VHUYLFHV�DQG�OHVV�QDWLRQDO�DQG�LQWHUQDWLRQDO�VHUYLFHV�WKDQ�GHVLUHG�E\�VRFLHW\��$W�WKH�VDPH WLPH��7HOHFRP�(J\SW�GRHV�QRW�KDYH�WKH�PRWLYDWLRQ�WR�LPSURYH�HIILFLHQF\��JLYHQ�WKDW�KLJKHU�FRVWV�FDQ�EH�SDVVHG�RQ�WR�FRQVXPHUV�&RQWUDVW�WKLV�V\VWHP�ZLWK�WKH�SULFH�FDS�UHJXODWLRQ��RU�53,�;��DGRSWHG��IRU�H[DPSOH��E\�$UJHQWLQD��0H[LFR��9HQH]XHOD�DQG�0DOD\VLD��$FFRUGLQJ�WR�WKLV�VFKHPH��D�FHLOLQJ�LV�LPSRVHG�RQ�WKH�DYHUDJH�WDULII�LQFUHDVH�IRU�D�SUH�VSHFLILHG�EDVNHW�RI�VHUYLFHV�LQ�ZKLFK�WKH�ILUP�KDV�D�PRQRSRO\��7KH�DYHUDJH�SULFH�LQFUHDVHV�GR�QRW�H[FHHG�WKH�5HWDLO�3ULFH�,QGH[�PLQXV�;�IDFWRU��ZKLFK�LV�SUHGHWHUPLQHG�IRU�D�JLYHQ�SHULRG�RI�WLPH��$�SRVLWLYH�;�IDFWRU�DW�WKH�WLPH�RI�UHYLVLQJ�WDULIIV�VLPSO\�PHDQV�WKDW�VRPH�RI�WKH�EHQHILWV�RI�WHFKQRORJLFDO�SURJUHVV�DQG�LPSURYHG�SURGXFWLYLW\�DUH�WUDQVIHUUHG�WR�WKH�FRQVXPHU��%HFDXVH�SULFHV�DUH�VHW�LQGHSHQGHQW�RI�FRVWV��WKH�ILUP�LV�QRW�PRWLYDWHG�WR�GLVWRUW�LWV�FRVW�GDWD�RU�VKLIW�WKH�FRVWV�RI�FRPSHWLWLYH�VHUYLFHV�RQWR�WKHLU�PRQRSRO\�DFWLYLWLHV��,QVWHDG��LW�LV�PRWLYDWHG�WR�PLQLPL]H�FRVWV�EHFDXVH�LW�FDQ�UHWDLQ�DQ\�VDYLQJV�XQWLO�WDULIIV�DUH�UHYLVHG�QH[W�

,Q�IXUWKHU�FRQWUDVW��&KLOH�IROORZV�EHQFKPDUN�UHJXODWLRQ��DFFRUGLQJ�WR�ZKLFK�WDULIIV�DUH�FDOFXODWHG�WR�DOORZ�WKH�ILUP�D�IDLU�UDWH�RI�UHWXUQ�EDVHG�RQ�WKH�FRVW�RI�DQ�µHIILFLHQW¶�ILUP��
� 0RUH�VSHFLILFDOO\��WDULIIV�DUH�VHW�IRU�HDFK�UHJXODWHG�VHUYLFH�RQ�WKH�EDVLV�RI�WKH�LQFUHPHQWDO�FRVWV�RI�DQ��HIILFLHQW��ILUP��7KH�UHVXOWLQJ�SULFHV�DUH�DGMXVWHG�WR�HQVXUH�WKDW�WKH�ILUPV�FDQ�HDUQ�D�IDLU�UDWH�RI�UHWXUQ�RQ�UHYDOXHG�DVVHWV��XVLQJ�WKH�FDSLWDO�DVVHW�SULFLQJ�PRGHO��7KDW�LV� 5L  �5UI ���L �5S � 5UI��
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7KLV�PHWKRG�RI�FDOFXODWLQJ�WDULIIV�HQVXUHV�WKDW�WKH�ILUP�KDV�QR�LQFHQWLYH�WR�LQIODWH�LWV�FRVWV��0HDQZKLOH��EHFDXVH�WDULIIV�DUH�UHYLVHG�RQO\�SHULRGLFDOO\��HYHU\�ILYH�\HDUV���EHQFKPDUN�UHJXODWLRQ�KDV�FRVW�VDYLQJ�SURSHUWLHV�VLPLODU�WR�SULFH�FDS�UHJXODWLRQ�
2YHUODSSLQJ�IXQFWLRQV�DQG�ODFN�RI�FRPPLWPHQW�7HOHFRP�(J\SW�SOD\V�D�GXDO�UROH�RSHUDWLQJ�DQG�UHJXODWLQJ�WKH�VHFWRU��%\�ODZ��7HOHFRP�(J\SW�KDV�WKH�H[FOXVLYH�ULJKW�WR�SURYLGH�WHOHFRP�VHUYLFHV��VXEFRQWUDFW�VHUYLFHV��SURYLGH�FRQFHVVLRQV��PDQDJH�WKH�VSHFWUXP�DQG�HVWDEOLVK�MRLQW�YHQWXUHV��7KH�FRPSDQ\�SURSRVHV�WDULII�UHYLVLRQV��ZKLFK�DUH�DSSURYHG�LQLWLDOO\�E\�WKH�0LQLVWHU�RI�7UDQVSRUW�DQG�&RPPXQLFDWLRQV�DQG�ILQDOO\�E\�DQ�LQWHU�PLQLVWHULDO�FRPPLWWHH��,Q�RWKHU�ZRUGV��WDULIIV�DUH�QRW�GHFLGHG�E\�DQ�LQGHSHQGHQW�UHJXODWRU\�DJHQF\��8QGHU�WKH�FXUUHQW�UHJXODWRU\�UHJLPH��GLVSXWHV�DUH�UHVROYHG�DGPLQLVWUDWLYHO\��&RPSOLFDWLQJ��PDWWHUV�LV�WKH�IDFW�WKDW�WKH�RZQHUVKLS�ULJKWV�DUH�H[HUFLVHG�E\�WKH�0LQLVWU\�RI�)LQDQFH�DQG�WKH�0LQLVWU\�RI�7UDQVSRUW�DQG�7HOHFRPPXQLFDWLRQV�,Q�������WKH�JRYHUQPHQW�EHJDQ�D�SURFHVV�RI�VHSDUDWLQJ�WKH�UHJXODWRU\�DQG�RSHUDWLQJ�IXQFWLRQV�RI�7HOHFRP�(J\SW�E\�FUHDWLQJ�D�ILYH�PHPEHU�LQGHSHQGHQW�UHJXODWRU\�FRPPLVVLRQ��%XW�WKLV�ZDV�RQO\�D�SDUWLDO�UHIRUP��,W�ZDV�QRW�DFFRPSDQLHG�E\�UHJXODWRU\�UHIRUPV��OHDYLQJ�WKH�FRPPLVVLRQ�ZLWK�QR�FOHDU�PDQGDWH��QRU�ZDV�LW�DFFRPSDQLHG�E\�DOORZLQJ�HQWU\�LQWR�GLIIHUHQW�WHOHFRP�PDUNHWV��$V�D�UHVXOW��WKH�LPSOLFLW�FRQWUDFW�JRYHUQLQJ�WKH�VHFWRU�KDV�UHPDLQHG�HIIHFWLYHO\�XQFKDQJHG�7KH�FRQWUDVW�EHWZHHQ�(J\SW¶V�DSSURDFK�DQG�UHIRUPHUV�RI�WHOHFRP�LV�DJDLQ�DSSDUHQW��&RXQWULHV�VXFK�DV�&KLOH�DQG�$UJHQWLQD�FUHDWHG�LQGHSHQGHQW�UHJXODWRU\�ERGLHV��DQG�OLEHUDOL]HG�DQG�SULYDWL]HG�WKHLU�WHOHFRP�VHFWRUV��7KHVH�UHIRUPV�OHG�WR�WKH�VHSDUDWLRQ�RI�GLIIHUHQW�IXQFWLRQV�DQG�HVWDEOLVKHG�RSSRVLQJ�LQWHUHVWV�WKDW�VWLPXODWHG�FRPSHWLWLRQ�LQ�WKH�PDUNHW�DQG�EHQHILW�WKH�

ZKHUH�5L LV�WKH�UDWH�RI�UHWXUQ�RQ�UHYDOXHG�FDSLWDO�RI�ILUP�L��5UI LV�WKH�UDWH�RI�UHWXUQ�RQ�ULVN�IUHH�DVVHWV��L LV�ILUP�L¶V�V\VWHPDWLF�ULVN��DQG�5S LV�WKH�UDWH�RI�UHWXUQ�RQ�D�GLYHUVLILHG�LQYHVWPHQW�SRUWIROLR��ZKLFK�FDQ�EH�GUDZQ�IURP�LQWHUQDWLRQDO�GDWD��
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SXEOLF�DW�ODUJH�7KH�LQGHSHQGHQFH�DQG�QHXWUDOLW\�RI�WKH�UHJXODWRU\�DJHQFLHV�ZHUH�HQKDQFHG�E\�VHSDUDWLQJ�WKHP�IURP�WKH�EXUHDXFUDF\��JLYLQJ�WKHP�WKH�SRZHU�WR�UHTXHVW�LQIRUPDWLRQ�IURP�ILUPV�DQG�HQGRZLQJ�WKHP�ZLWK�WKH�ILQDQFLDO�UHVRXUFHV�WR�UHWDLQ�RU�KLUH�QHHGHG�VNLOOV��,Q�PRVW�FDVHV�QHZ�UHJXODWLRQV�ZHUH�LQWURGXFHG�D�IHZ�\HDUV�SULRU�WR�SULYDWL]DWLRQ�7R�VWUHQJWKHQ�WKH�FUHGLELOLW\�RI�JRYHUQPHQW�FRPPLWPHQW��UHIRUPHUV�RI�WHOHFRP�DOVR�GHILQHG�FRQIOLFW�UHVROXWLRQ�PHFKDQLVPV�DQG��VHOHFWHG WKH�PRVW�DSSURSULDWH�LQVWLWXWLRQV�WR�VHWWOH�WKHVH�GLVSXWHV�HIILFLHQWO\�DQG�IDLUO\��,Q�&KLOH��IRU�H[DPSOH��GLVSXWHV�RYHU�SULFLQJ�DUH�UHVROYHG�E\�D�WKUHH�PHPEHU�DUELWUDWLRQ�FRPPLWWHH��ZLWK�RQH�PHPEHU�VHOHFWHG�E\�HDFK�SDUW\�DQG�WKH�WKLUG�E\�PXWXDO�DJUHHPHQW�'LVSXWHV�RYHU�HQWU\�DUH�UHVROYHG�E\�WKH�DQWL�WUXVW�FRPPLVVLRQV��ZLWK�SRVVLEOH�DSSHDO�WR�6XSUHPH�&RXUW��'LVSXWHV�RYHU�LQWHUFRQQHFWLRQ�DUH�VXEMHFW�WR�ELQGLQJ�DUELWUDWLRQ��)LQDOO\��WKH\�SURWHFWHG�WKHLU�UHJXODWLRQ�IURP�DUELWUDU\�FKDQJHV�IROORZLQJ�SROLWLFDO�WXUQRYHUV��)RU�H[DPSOH��&KLOH�HQDFWHG�LWV�UHJXODWLRQ�LQ�D�GHWDLOHG�ODZ�ZKLFK�LV�GLIILFXOW�WR�FKDQJH�JLYHQ�WKH�FRXQWU\¶V�ORQJ�KLVWRU\�RI�VSOLW�OHJLVODWXUH��-DPDLFD��RQ�WKH�RWKHU�KDQG��LQFRUSRUDWHG�LWV�UHJXODWRU\�UHJLPH�LQ�DQ�H[SOLFLW�OLFHQVH�WKDW�VWLSXODWHV�D�VSHFLILF�UDWH�RI�UHWXUQ�DQG�RWKHU�WHUPV�RI�RSHUDWLRQV��DV�ZHOO�DV�WKH�FRQGLWLRQV�XQGHU�ZKLFK�WKH�SDUWLHV�FDQ�FKDQJH�WKH�OLFHQVH��7R�PDNH�UHQHJLQJ�FRVWO\�IRU�WKH�JRYHUQPHQW��DQ\�UXOLQJV�E\�WKH�6XSUHPH�&RXUW�LQ�-DPDLFD�DUH�VXEMHFW�WR�UHYLHZ�E\�WKH�&RPPRQZHDOWK�3ULY\�&RXQFLO�LQ�/RQGRQ��6SLOOHU�DQG�6DPSVRQ�������,Q�VXPPDU\��7HOHFRP�(J\SW�RSHUDWHV�LQ�DQ�LQVWLWXWLRQDO�DQG�SROLF\�HQYLURQPHQW�ZKLFK�GRHV�QRW�SURPRWH�HIILFLHQF\�LQ�SURGXFWLRQ�RU�FRQVXPSWLRQ��,QWHUQDWLRQDO�H[SHULHQFH�VXJJHVWV�WKDW�UHIRUPLQJ�WKH�SROLF\�DQG�LQVWLWXWLRQDO�HQYLURQPHQW�LV�EHQHILFLDO�WR�VRFLHW\��DOWKRXJK�VXFK�UHIRUPV�DUH�RIWHQ�UHVLVWHG�E\�WKRVH�ZKRVH�LQWHUHVWV�DUH�WKUHDWHQHG��7R�PDNH�UHIRUPV�SROLWLFDOO\�DFFHSWDEOH��LW�LV�WKHUHIRUH�LPSRUWDQW�WR�LGHQWLI\�ZKR�LV�OLNHO\�WR�ZLQ�DQG�ORVH�LQ�WKH�SURFHVV��7KLV�TXHVWLRQ�LV�WDNHQ�XS�QH[W�
�� 3RWHQWLDO�:LQQHUV�DQG�/RVHUV�IURP�5HIRUPLQJ�7HOHFRP�(J\SW7KH�SRWHQWLDO�JDLQV�DQG�ORVVHV�IURP�UHIRUPLQJ�7HOHFRP�(J\SW�GHSHQG�RQ�WKH�FKDQJHV�IROORZLQJ�UHIRUP�DQG�KRZ�WKH�DGRSWHG�SROLFLHV�DIIHFW�WKH�GLVWULEXWLRQ�RI�WKHVH�JDLQV��7KLV�VHFWLRQ�ILUVW�KLJKOLJKWV�WKH�OLNHO\�FKDQJHV�LI�(J\SW�PRYHV�WRZDUGV�HQKDQFHG�FRPSHWLWLRQ��LQFHQWLYH�UHJXODWLRQ�DQG�SULYDWH�VHFWRU�SDUWLFLSDWLRQ��,W�WKHQ�VXPPDUL]HV�KRZ�WKHVH�FKDQJHV�DUH�PRGHOHG�WR�HVWLPDWH�
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WKH�ZHOIDUH�JDLQV�RU�ORVVHV��)LQDOO\��LW�SUHVHQWV�DQ�HVWLPDWH�RI�WKH�LPSDFW�RI�UHIRUPV�RQ�WKH�PDLQ�HFRQRPLF�DFWRUV��FRQVXPHUV��ZRUNHUV��JRYHUQPHQW�DQG�EX\HUV��
/LNHO\�FKDQJHV�IROORZLQJ�UHIRUP7KH�H[SHULHQFH�RI�FRXQWULHV�WKDW�IROORZHG�D�WHOHFRP�UHIRUP�VWUDWHJ\�UHO\LQJ�RQ�FRPSHWLWLRQ��LQFHQWLYH�UHJXODWLRQ�DQG�SULYDWH�RZQHUVKLS�VXJJHVWV�WKDW�WKUHH�FKDQJHV�DUH�OLNHO\�WR�IROORZ��� )LUVW��ZLWK�UHVSHFW�WR�WDULII�UHEDODQFLQJ��SULFHV�RI�ORFDO�VHUYLFHV�RIWHQ�JR�XS��ZKLOH�WKRVH�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�VHUYLFHV�JR�GRZQ��7KLV�LV�EHFDXVH�WKH�LQLWLDO�WDULII�VWUXFWXUH�W\SLFDOO\�IDYRUV�FRQVXPHUV�RI�ORFDO�VHUYLFHV�DW�WKH�H[SHQVH�RI�FRQVXPHUV�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�VHUYLFHV��5HIRUPLQJ�FRXQWULHV�FRUUHFW�WKLV�LPEDODQFH�LQ�UHODWLYH�SULFHV�WR�HQVXUH�WKDW�WKH\�UHIOHFW�WKH�HFRQRPLF�VFDUFLW\�RI�UHVRXUFHV��7KLV�SKHQRPHQRQ�KDV�EHHQ�REVHUYHG�LQ�DOPRVW�DOO�FRXQWULHV�ZKLFK�LQWURGXFHG�WHOHFRP�UHIRUPV��UDQJLQJ�IURP�WKH�8.�WR�0H[LFR��(J\SW�EH�QR�H[FHSWLRQ�� 6HFRQG��LQFUHDVHG�LQYHVWPHQW�LV�OLNHO\�WR�IROORZ�UHIRUP��7\SLFDOO\��GHYHORSLQJ�FRXQWULHV�XQGHUJRLQJ�ILVFDO�UHIRUP�ILQG�LW�QHFHVVDU\�WR�UHGXFH�SXEOLF�H[SHQGLWXUH�RQ�WHOHFRP�VHUYLFHV�LQ�IDYRU�RI�VRFLDO�VHUYLFHV�VXFK�DV�KHDOWK�DQG�HGXFDWLRQ��7R�PDLQWDLQ�VXIILFLHQW�WHOHFRP�VHUYLFHV�IRU�LQYHVWPHQW�UHTXLUHPHQWV��JRYHUQPHQWV�VHHN�SULYDWH�VHFWRU�SDUWLFLSDWLRQ��HLWKHU�WKURXJK�RXWULJKW�SULYDWL]DWLRQ�RU�%27V��:KHQ�SULYDWL]DWLRQ�LV�SXUVXHG��JRYHUQPHQWV�W\SLFDOO\�FRPPLW�QHZ�EX\HUV�WR�PHHW�SHQGLQJ�GHPDQG�ZLWKLQ�D�IHZ�\HDUV��DQG�GHPDQG�JURZWK�WKHUHDIWHU��7KLV�FRPPLWPHQW�KDV�EHHQ�UHTXLUHG�RI�WKH�SULYDWH�VHFWRU�E\�0H[LFR��&KLOH��DQG�RWKHU�FRXQWULHV��,I�(J\SW�ZHUH�WR�SULYDWL]H�7HOHFRP�(J\SW��WKLV�FRPPLWPHQW�VKRXOG�EH�H[SHFWHG�DV�ZHOO�� 7KLUG��UHIRUP�LV�RIWHQ�DVVRFLDWHG�ZLWK�LPSURYHG�SURGXFWLYLW\��7KLV�LV�GXH�LQ�SDUW�WR�IDVWHU�JURZWK�LQ�LQYHVWPHQW�WKDQ�LQ�HPSOR\PHQW��,W�LV�DOVR�GXH�WR�WKH�IDFW�WKDW�WKH�SULYDWH�VHFWRU�WHQGV�WR�LQWURGXFH�LQWHUQDO�LQFHQWLYH�UHJLPHV�WKDW�OLQN�ODERU�SURGXFWLYLW\�ZLWK�HIIRUW��7KH�WZR�IDFWRUV�UHLQIRUFH�HDFK�RWKHU��FUHDWLQJ�D�VXUJH�LQ�ODERU�SURGXFWLYLW\��VRPHWLPHV�LQ�H[FHVV�RI���SHUFHQW�SHU�DQQXP��DV LQ�0H[LFR�DQG�&KLOH���,Q�WKH�(J\SWLDQ�FDVH��VLPLODU�UHVXOWV�FDQ�EH�DQWLFLSDWHG�DV�ZHOO�
0RGHOLQJ�WKH�LPSDFW�RI�UHIRUP$VVXPLQJ�WKDW�UHIRUP�EULQJV�WKHVH�FKDQJHV��KRZ�FDQ�WKHLU�LPSDFW�RQ�ZHOIDUH�EH�DVVHVVHG"�7KH�PHWKRGRORJ\�DSSOLHG�EHORZ�IROORZV�*DODO�DQG�RWKHUV��������FORVHO\��,W�LV�D�SDUWLDO�HTXLOLEULXP�PHWKRGRORJ\��EXW�WDNHV�LQWR�DFFRXQW�WKH�LPSDFW�RQ�WKH�ZHOIDUH�RI�DOO�LPSRUWDQW�HFRQRPLF�DFWRUV��EX\HUV��VHOOHUV��ZRUNHUV�DQG�FRQVXPHUV��:HOIDUH�HIIHFWV�DUH�GHULYHG�E\�VXEWUDFWLQJ�WKH�QHW�
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SUHVHQW�YDOXH��139� RI�WKH�ILUP�XQGHU�WZR�VFHQDULRV��WKH�IDFWXDO�VFHQDULR��RU�WKH�QR�UHIRUP�VFHQDULR��DQG�WKH�FRXQWHUIDFWXDO�VFHQDULR��RU�WKH�UHIRUP�VFHQDULR���,Q�HDFK�FDVH��WKH�139�RI�WKH�ILUP�LV�WKH�VXP�RI�H[SHFWHG�EHQHILWV�WR�FRQVXPHUV��ZRUNHUV��JRYHUQPHQW�DQG�WKH�SULYDWH VHFWRU��,Q�DSSO\LQJ�WKLV�PHWKRGRORJ\�WR�7HOHFRP�(J\SW��WKH�SHUIRUPDQFH�RI�WKH�FRPSDQ\��DQG�WKXV�WKH�VHFWRU��LV�SURMHFWHG�ZLWK�DQG�ZLWKRXW�UHIRUP��7KH�NH\�GLIIHUHQFHV�EHWZHHQ�WKH�WZR�VFHQDULRV�UHODWH�WR�WKH�WDULII�VWUXFWXUH��LQYHVWPHQW�OHYHO�DQG�SURGXFWLYLW\��8QGHU�WKH�FRXQWHUIDFWXDO�VFHQDULR��LW�LV�DVVXPHG�WKDW�LQFHQWLYH�UHJXODWLRQ�ZLOO�UHVXOW�LQ�KLJKHU�SULFHV�RI�ORFDO�VHUYLFHV�DQG�ORZHU�SULFHV�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�VHUYLFHV��6HFRQG��LQYHVWPHQW�LV�DVVXPHG�WR�LQFUHDVH�WR�PHHW�SHQGLQJ�GHPDQG�RYHU�D�SHULRG�RI����\HDUV��)LQDOO\��LW�LV�DVVXPHG�WKDW�WKH�QXPEHU�RI�OLQHV�LQ�VHUYLFH�SHU�ZRUNHUV�ZLOO�LQFUHDVH�SURJUHVVLYHO\�WR�PDWFK�WKH�DYHUDJH�IRU�RWKHU�FRXQWULHV�WKDW�UHIRUPHG�WKHLU�WHOHFRP�VHFWRUV��0RUH�VSHFLILFDOO\��LW�LV�DVVXPHG�WKDW�ODERU�SURGXFWLYLW\�ZRXOG�LQFUHDVH�DW�D�FRPSRXQG�DQQXDO�JURZWK�UDWH��&$*5��RI�����SHUFHQW�XQGHU�WKH�IDFWXDO�VFHQDULR�DQG�DW�����SHUFHQW�XQGHU�WKH�FRXQWHUIDFWXDO�VFHQDULR��:LWK�WKH�H[FHSWLRQ�RI�WKHVH�WKUHH�GLIIHUHQFHV��DOO�RWKHU�YDULDEOHV��UHJDUGLQJ�GHPDQG�DQG�FRVW��DUH�WKH�VDPH�LQ�ERWK�VFHQDULRV�
3RWHQWLDO�ZLQQHUV�DQG�ORVHUV2Q�WKH�EDVLV�RI�WKHVH�DVVXPSWLRQV��UHIRUPLQJ�7HOHFRP�(J\SW�LV�H[SHFWHG�WR�EULQJ�DERXW�QHW�JDLQV�LQ�QDWLRQDO�ZHOIDUH�RI����SHUFHQW�RI�WKH�FRPSDQ\¶V�VDOHV�LQ ���������7KLV�QHW�JDLQ�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�VRFLDO�YDOXH�RI�7HOHFRP�(J\SW�ZLWK�UHIRUP��9VS��DQG�LWV�VRFLDO�YDOXH�ZLWKRXW�UHIRUP��9VJ���*LYHQ�WKH�PDJQLWXGH�RI�WKH�SRWHQWLDO�JDLQV�LQ�ZHOIDUH��(J\SW�ZLOO�EH�EHWWHU�RII�UHIRUPLQJ�LWV�WHOHFRP�VHFWRU�WR RQH�RI�FRPSHWLWLYH�PDUNHWV��HIILFLHQF\�LQGXFLQJ�LQFHQWLYHV�DQG�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�WKH�WHOHFRP�VHFWRU�7KHUH�LV�D�FKDQFH�WKDW�WKH�FRXQWU\�ZLOO�EHQHILW��ZKLOH�FRQVXPHUV�DQG�ZRUNHUV�GR�QRW��WKDW�LV��WKH�JDLQV�PD\�DFFUXH�WR�WKH�SULYDWH�VHFWRU�DQG�SRVVLEO\�WKH�JRYHUQPHQW��OHDYLQJ�FRQVXPHUV�DQG�ZRUNHUV�ZRUVH�RII�WKDQ�EHIRUH��7KLV��KRZHYHU��LV�QRW�WKH�GLVWULEXWLRQ�SDWWHUQ�OLNHO\�WR�HPHUJH�
� 0RUH�IRUPDOO\��WKH�FKDQJH�LQ�ZHOIDUH�LV�HVWLPDWHG�XVLQJ�WKH�IROORZLQJ�IRUPXOD�' :� �' 6����' 3 ��' /�ZKHUH�' :�LV�WKH�FKDQJH�LQ�ZHOIDUH��RU�WKH�GLIIHUHQFH�EHWZHHQ�WKH�VRFLDO�YDOXH�RI�WKH�ILUP�ZLWK�DQG�ZLWKRXW�UHIRUP��' 6�LV�WKH�FKDQJH�LQ�FRQVXPHU�VXUSOXV��' 3 LV�WKH�FKDQJH�LQ�SURILW��ZKLFK�LV�VKDUHG�E\�WKH�EX\HU�DQG�VHOOHU�WKURXJK�WKH�SD\PHQW�RI�D�SULFH�IRU�WKH�ILUP��DQG�' /�LV�WKH�FKDQJH�LQ�WKH�ZHOIDUH�RI�ZRUNHUV��
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RQ�WKH�EDVLV�RI�WKH�VWDWHG�DVVXPSWLRQV��VKRZQ�LQ�7DEOH�����5DWKHU�FRQVXPHUV�DUH�H[SHFWHG�WR�EHQHILW�PRVW��UHDOL]LQJ����SHUFHQW�RI�WKH�LPSURYHPHQW�LQ�GRPHVWLF�ZHOIDUH��
7DEOH�����7HOHFRP�(J\SW��3RWHQWLDO�:LQQHUVDQG�/RVHUV���������SUHVHQW�YDOXHV��PLOOLRQV�RI�SRXQGV�3ULYDWH 3XEOLF *DLQV�IURP�UHIRUP�������3HUSHWXDO�DQQXLW\��9VS� �9VJ� �9VS�� 9VJ����������������������VDOHV����*RYHUQPHQW7D[HV ������ ������ �����1HW�4XDVL�UHQWV ��� ������ ��������1HW�6DOH�3URFHHGV�������� ������ ������7RWDO�*RYHUQPHQW ������ ������ � �
3ULYDWH�6KDUHKROGHUV(PSOR\HHV ��� ��� �3ULYDWH�GRPHVWLF�VKDUHKROGHUV ����� ����� ��)RUHLJQ�VKDUHKROGHU ����� ����� ��7RWDO�3ULYDWH�6KDUHKROGHUV�� ����� �����
&RQVXPHUV ������� ������� ������ ��*5$1'�727$/ ������� ������� ������ ��6RXUFH��$XWKRU¶V�HVWLPDWHV�

&RQVXPHUV�JDLQV�ZLOO�FRPH�IURP�UHGXFHG�SULFHV�DQG�PRUH�VHUYLFHV��:KLOH�XVHUV�RI�ORFDO�WHOHSKRQ\�ZLOO�ORVH��XVHUV�RI�LQWHUQDWLRQDO�VHUYLFHV�ZLOO�ZLQ��%XW�ERWK�ZLOO�EHQHILW�IURP�H[SDQVLRQ�DQG�SURYLVLRQ�RI�D�YDULHW\�RI�YDOXH�DGGHG�VHUYLFHV��� 6LPLODUO\��ZRUNHUV�DV�D�JURXS�ZLOO�DOVR�JDLQ�DSSUR[LPDWHO\���SHUFHQW�RI�WKH�DQQXDO�VDOHV�RI�7HOHFRP�(J\SW��DVVXPLQJ�WKDW�WKH\�ZLOO�EX\����SHUFHQW�RI�WKH�VKDUHV��2QH�UHDVRQ�ZRUNHUV�DUH�H[SHFWHG�WR�EH EHQHILW�LV�WKH�DVVXPSWLRQ�WKDW�ODLG�RII�ZRUNHUV�ZLOO�EH�FRPSHQVDWHG�DGHTXDWHO\��$V�IRU�ZRUNHUV�WKDW�ZLOO�VWD\�ZLWK�WKH�ILUP��H[SHULHQFH�HOVHZKHUH�VXJJHVWV�WKDW�WKH\�W\SLFDOO\�JDLQ�IURP�UHFHLYLQJ�D�SHUFHQW�RI�WKH�VKDUHV�DW�D�GLVFRXQW��%HVLGH�FRQVXPHUV�DQG�ZRUNHUV��UHIRUP�LV�H[SHFWHG�WR�EHQHILW�WKH�EX\HUV�RI�7HOHFRP�(J\SW��DW�DQ�HVWLPDWHG�JDLQ�RI����SHUFHQW�RI�WKH�FRPSDQ\¶V�DQQXDO�VDOHV�IRU�SXUFKDVLQJ����SHUFHQW�
� &RQVXPHU�VXUSOXV�LV�HVWLPDWHG�E\�FDOFXODWLQJ�WKH�DUHD�XQGHU�WKH�GHPDQG�FXUYH�IRU�HDFK�SURGXFW�XQGHU�WKH�WZR�VFHQDULRV��IURP�ZKLFK�ZH�VXEWUDFWHG�WKH�IL[HG�FKDUJHV��L�H���FRQQHFWLRQ�DQG�LQVWDOODWLRQ�IHHV�DQG�WKH�IL[HG�FRPSRQHQW�RI�WKH�WZR�SDUW�WDULII���)XUWKHU��D�VKDGRZ�PXOWLSOLHU�RI�����LV�XVHG�WR�DFFRXQW�IRU�H[WHUQDOLWLHV�LQ�FRQVXPSWLRQ��HPHUJLQJ�IURP�WKH�DELOLW\�QRW�RQO\�WR�FDOO��EXW�WR�EH�FDOOHG�DV�ZHOO�
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RI�WKH�FRPSDQ\��7KHVH�JDLQV�ZLOO�EH�VSOLW�EHWZHHQ�IRUHLJQ�DQG�GRPHVWLF�EX\HUV�LQ�SURSRUWLRQ�WR�WKHLU�VKDUH�LQ�HTXLW\��ZKLFK�LV�DVVXPHG�WR�EH����SHUFHQW�IRUHLJQ�DQG����SHUFHQW�GRPHVWLF�$V�IRU�JRYHUQPHQW��LW�LV�DVVXPHG�WKDW�LW�ZLOO�MXVW�EUHDN�HYHQ�E\�DFFHSWLQJ�D�SULFH�HTXDO�WR�ZKDW�WKH�7UHDVXU\�ZRXOG�KDYH�UHFHLYHG��LQ�GLYLGHQGV��UHWDLQHG�HDUQLQJV�DQG�WD[HV��LI�LW�ZHUH�WR�UHWDLQ�7HOHFRP�(J\SW�DQG�ZKDW�LW�LV�H[SHFWHG�WR�UHFHLYH�LI�LW�VHOOV�WKH�FRPSDQ\��LQ�WKH�IRUP�RI�WD[HV���7KLV�IORRU�SULFH�LV�HVWLPDWHG�DW�/(�����ELOOLRQ��EXW�WKLV�UHVXOW�GRHV�QRW�QHHG�WR�KROG��7KH�SULYDWH�VHFWRU¶V�PD[LPXP�ZLOOLQJQHVV�WR SD\�IRU�WKH�FRPSDQ\�LV�HVWLPDWHG�DW�/(������ELOOLRQ��$V�VXFK��LW�LV�SRVVLEOH�WKDW�DQ�WKH�ELGGLQJ�SURFHVV�FRXOG�JHQHUDWH�D�SULFH�EHWZHHQ�/(������DQG�/(�������,Q�WKDW�HYHQW��WKH�ILVFDO�LPSDFW�RI�VHOOLQJ�7HOHFRP�(J\SW�ZLOO�EH�SRVLWLYH��$GGLWLRQDO�JDLQV�WR�WKH�JRYHUQPHQW�ZLOO�UHGXFH�WKH�SULYDWH�VHFWRU¶V�JDLQV��OHDYLQJ�WKH�HVWLPDWHG�ZHOIDUH�HIIHFW�RI�UHIRUP�XQFKDQJHG�%XW�ZKHUH�ZLOO�WKH�LPSURYHPHQW�LQ�ZHOIDUH�FRPH�IURP"�7DEOH���VKRZV�WKDW�WKH�H[SDQVLRQ�RI�WKH�EDVLF�QHWZRUN�DQG�SULFH�UHEDODQFLQJ�ZLOO�FRQWULEXWH DOPRVW�HTXDOO\�WR�WKH�LPSURYHPHQW�LQ�ZHOIDUH��/DERU�SURGXFWLYLW\�FRQWULEXWHV�PRGHVWO\��EHFDXVH�WKH�SURFHVV�RI�SURYLGLQJ�WHOHFRP�VHUYLFHV�LV�UHODWLYHO\�FDSLWDO�LQWHQVLYH��%RWK�WKH�HVWLPDWHG�FKDQJHV�LQ�ZHOIDUH�DQG�WKHLU�GLVWULEXWLRQ�FOHDUO\�GHSHQG�RQ�WKH�DVVXPSWLRQV�PDGH��)RU�WKLV�UHDVRQ��LW�LV�XVHIXO�WR�WKLQN�RI�WKHVH�HVWLPDWHV�DV�RUGHUV�RI�PDJQLWXGH��0RUHRYHU��WKH�UHVXOWV�FDQ�EH�VHHQ�DV�D�SRLQW�RI�GHSDUWXUH�IRU�SROLF\�PDNHUV�LQ�WKHLU�DWWHPSW�WR�GHVLJQ�UHIRUPV�WKDW�DUH�SROLWLFDOO\�DFFHSWDEOH��ZKLOH�HQVXULQJ�WKDW�WKH�FRXQWU\�LV�EHWWHU�RII��7KH�HQGRJHQRXV�TXDOLW\�RI�UHIRUPV�UDLVHV�D�TXHVWLRQ�DERXW�WKH�SROLF\�DQG�LQVWLWXWLRQDO�UHIRUPV�PRVW�OLNHO\�WR�PD[LPL]H�JDLQV��7KLV�TXHVWLRQ�LV�WDNHQ�XS�QH[W�

����([SDQVLRQ�WR�YDOXH�DGGHG�VHUYLFHV�LV�SDUWLFXODUO\�LPSRUWDQW�EHFDXVH�WKH�WHOHFRPPXQLFDWLRQV�EXVLQHVV�LV�LQFUHDVLQJO\�PDUNHG�E\�FRQWUDFWLRQ�LQ�µ3276¶��RU�WKH�3ODLQ�2OG�7HOHSKRQH�6HUYLFH��DQG�H[SDQVLRQ�LQWR�µ9$16¶��RU�YDOXH�DGGHG�QHWZRUN�VHUYLFHV��VHH�7KH (FRQRPLVW��³$�6XUYH\�RI�7HOHFRPPXQLFDWLRQV�´�2FWREHU���������IRU�GHWDLOV��
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7DEOH�����7HOHFRP�(J\SW��2ULJLQ�RI�WKH�&KDQJH�LQ�:HOIDUH%HKDYLRUDO�'LIIHUHQFH &RQWULEXWLRQ 5HODWLYH�&RQWULEXWLRQ�/(�ELOOLRQ� �3HUFHQW�,QYHVWPHQW ���� ��3ULFH�UHEDODQFLQJ ���� ��/DERU�SURGXFWLYLW\ ��� �,QWHUDFWLRQ�HIIHFW ��� �727$/ ���� ���6RXUFH���$XWKRU¶V�HVWLPDWHV�
�� 7RZDUG�0D[LPL]LQJ�WKH�%HQHILWV�RI�5HIRUP7KH�NH\�WR�PD[LPL]LQJ�WKH�EHQHILWV�RI�UHIRUP�LQ�(J\SW�LV�WR�IRUJH�D�QHZ�FRQWUDFW��7KUHH�NH\�UHIRUPV�DUH�QHFHVVDU\�LQ�WKLV�FRQWUDFW��OLEHUDOL]DWLRQ��LQFHQWLYH�UHJXODWLRQ�DQG�LQWURGXFWLRQ�RI�QHZ�VDIHJXDUGV�DJDLQVW�RSSRUWXQLVWLF�JRYHUQPHQW�EHKDYLRU��,Q�HDFK�RI�WKHVH�UHIRUP�DUHDV��WKH�GHYLO�LV�LQ�WKH�GHWDLOV��,W�GRHV�PDWWHU�ZKHWKHU�OLEHUDOL]DWLRQ�LQYROYHV�FRPSHWLWLRQ�LQ�WKH�SURGXFW�PDUNHWV��DV�ZHOO�DV�FRPSHWLWLRQ�IRU�WKH�PDUNHWV�WKHPVHOYHV��,W�DOVR�PDWWHUV�ZKHWKHU�SULFLQJ�LV�EDVHG�RQ�UDWH�RI�UHWXUQ�RU�53,�;�UHJXODWLRQ��DQG�ZKHWKHU�WKH�UHJXODWLRQ�LV�HPERGLHG�LQ�D�OLFHQVH�RU�LQ�D�ODZ��)LQDOO\� LW�PDWWHUV�ZKHWKHU�LQVWLWXWLRQDO�UHIRUPV�LQYROYH�VDIHJXDUGLQJ�PHFKDQLVPV�DJDLQVW�DUELWUDU\�EHKDYLRU�RQ�WKH�SDUW�RI�WKH�JRYHUQPHQW�UHJXODWRU��7KHVH�LVVXHV�DUH�HODERUDWHG�EHORZ�
/LEHUDOL]DWLRQ
7KH�ILUVW�VWHS�WRZDUG�UHIRUPLQJ�WKH�WHOHFRP�VHFWRU�LV�OLEHUDOL]DWLRQ��ZLWK�HPSKDVLV�RQ�IUHH�HQWU\��FRPSHWLWLRQ�E\�FRPSDULVRQ�DQG�DXFWLRQ�RI�WKH�QHZ�IUDQFKLVHV��&RPSHWLWLRQ�DQG�IUHH�HQWU\�DUH�WKH�OHDVW�FRVWO\�VROXWLRQV�WR�UHVROYH�WKH�SUREOHP�RI�LQIRUPDWLRQ�DV\PPHWU\�DQG�SXW�SUHVVXUH�RQ�ILUPV�WR�EH�PRUH�HIILFLHQW��5HFHQW WHFKQRORJLFDO�SURJUHVV�LQ�WHOHFRPPXQLFDWLRQV�KDV�LQFUHDVHG�WKH�SRVVLELOLW\�IRU�FRPSHWLWLRQ�PRUH�WKDQ�HYHU�EHIRUH��SHUPLWWLQJ��IRU�H[DPSOH��PXOWLSOH�FDUULHUV�IRU�ORQJ�GLVWDQFH�SKRQH�FDOOV��FHOOXODU�SKRQHV�DQG�D�YDULHW\�RI�RWKHU�YDOXH�DGGHG�VHUYLFHV�VXFK�DVGDWD�WUDQVPLVVLRQ�DQG�IDFVLPLOH�,Q�PDUNHWV�ZKHUH�WHFKQRORJ\�GRHV�QRW�SHUPLW�FRPSHWLWLRQ�GXH�WR�RI�HFRQRPLHV�RI�VFDOH��FRPSHWLWLRQ�E\�FRPSDULVRQ�PD\�EH�WKH�QH[W�EHVW�RSWLRQ��$FFRUGLQJO\��LW�PD\�EH�GHVLUDEOH�LQ�WKH�PDUNHW�IRU�EDVLF�WHOHSKRQH�VHUYLFHV�WR�KDYH�PXOWLSOH�VXSSOLHUV�LQ�WKH�VDPH�FRXQWU\��HYHQ�LI�HDFK�VXSSOLHU�LV�D�UHJLRQDO�PRQRSRO\��7KLV�VFHQDULR��DV�DGRSWHG�LQ�$UJHQWLQD��FDQ�KHOS�WKH�UHJXODWRUV�YHULI\�WKH�DFFXUDF\�RI�LQIRUPDWLRQ�SURYLGHG�E\�ILUPV��WKHUHE\�VHWWLQJ�WDULIIV�RQ�EHWWHU�JURXQGV�7KLUG��DZDUGLQJ�WKH�QHZ�IUDQFKLVHV�WKURXJK�DXFWLRQV�ZLOO�HVVHQWLDOO\�SHUPLW�FRPSHWLWLRQ�IRU�WKH�PDUNHWV�WKHPVHOYHV�DQG�FDQ�KHOS�LGHQWLI\�WKH�PRVW�HIILFLHQW�VXSSOLHU��(YHQ�LI�WKH�SRWHQWLDO�
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SURGXFHUV�KDYH�SULYDWH�NQRZOHGJH�RI�WKHLU�OLNHO\�SURGXFWLRQ�FRVWV��DQG�WKH�UHJXODWRU�ZLVKHV�WR�VHOHFW�D�VLQJOH�ILUP�WR�VHUYH�DV�WKH�VROH�SURGXFHU�RI�D�FRPPRGLW\��H�J���EDVLF�WHOHSKRQ\���WKH�JRYHUQPHQW�FDQ�OLQN�WKH�FRPSHQVDWLRQ�UXOHV�XQGHU�WKH�IUDQFKLVH�WR�WKH�ZLQQLQJ�ELG��2QH�ZD\�RI�GRLQJ�VR�LV�WR�SURWHFW�WKH�ZLQQLQJ�ELGGHU�DJDLQVW�WKH�SURVSHFW�RI�KLJK�FRVW�UHDOL]DWLRQV�E\�DQQRXQFLQJ�WKDW�WKH�JRYHUQPHQW�ZLOO�VKDUH�WKH�DGGLWLRQDO�FRVWV�LQ�VXFK�FDVHV���
,QFHQWLYH�UHJXODWLRQ6RPH�VHJPHQWV�RI�WKH�WHOHFRP�PDUNHW�ZLOO�UHPDLQ�PRQRSROLHV��7R�HQVXUH�WKDW�FRQVXPHUV�DUH�SURWHFWHG�DQG�LQYHVWPHQW�LV�HQFRXUDJHG��SULFH�UHJXODWLRQ�LV�QHFHVVDU\��3ULFHV�FDQ�EH�UHJXODWHG�XVLQJ�UDWH�RI�UHWXUQ�UHJXODWLRQ��SULFH�FDS�UHJXODWLRQ�RU�EHQFKPDUN�UHJXODWLRQ��(DFK�RI�WKHVH�SULFLQJ�VFKHPHV�KDV�LWV�RZQ�LQFHQWLYH�SURSHUWLHV��� +RZHYHU��D�IHZ�NH\�IHDWXUHV�GLVWLQJXLVK�VRXQG�DQG�XQVRXQG�SULFLQJ�UHJLPHV��7KH�ILUVW�LV�WKDW�WDULIIV�VKRXOG�EH�DV�LQGHSHQGHQW�RI�WKH�DFWXDO�FRVWV�RI�WKH�ILUP�DV�SRVVLEOH��ZKLFK�LV�IHDVLEOH�XQGHU�SULFH�FDS�RU�EHQFKPDUN�UHJXODWLRQ��6HWWLQJ�WDULIIV�RQ�WKH�EDVLV�RI�DFWXDO�FRVWV�WR�DVVXUH�WKH�SURGXFHUV�D�IDLU�UDWH�RI�UHWXUQ�VLPSO\�LQGXFHV�ILUPV�WR�LQIODWH�FRVWV�DQG�SDVV�RQ�LQHIILFLHQF\�WR�FRQVXPHUV��6HFRQG��WDULIIV�VKRXOG�EH�UHYLVHG�RQO\�SHULRGLFDOO\��HYHU\�����\HDUV���DOORZLQJ�IRU�LQIODWLRQ�DGMXVWPHQW�LQ�WKH LQWHULP�SHULRG��7KLV�SUDFWLFH�ZLOO�VDYH�WKH�FRVW�RI�UHYLVLQJ�WDULIIV�IUHTXHQWO\�DQG���PRUH�LPSRUWDQWO\��LW�JLYHV�WKH�ILUP�DQ�LQFHQWLYH�WR�EH�PRUH�HIILFLHQW��DV�LW�FDQ�UHWDLQ�WKH�EHQHILWV�RI�FRVW�FXWWLQJ�XQWLO�WKH\�DUH�SDVVHG�RQ�WR�WKH�FRQVXPHU��)LQDOO\��WKH�UXOHV�RI�VHWWLQJ�WDULIIV�DQG�VHWWOLQJ�GLVSXWHV�VKRXOG�EH�H[SOLFLWO\�VWDWHG�VR�WKDW�DOO�SDUWLHV�FDQ�UHDOLVWLFDOO\�H[SHFW�WKH�IXWXUH�EHQHILWV��DQG�WKXV�PDNH�LQYHVWPHQW�DQG�RWKHU�GHFLVLRQV�

)XQFWLRQV�DQG�&RPPLWPHQW&RPSHWLWLRQ�DQG�LQFHQWLYH�UHJXODWLRQ�ZLOO�QRW�SURGXFH�WKHLU�PD[LPXP�EHQHILWV�ZLWKRXW�UHIRUPV�WR�VHSDUDWH�WKH�RZQHUVKLS��UHJXODWRU\�DQG�RSHUDWLRQ�IXQFWLRQV��DQG�UHIRUPV�VDIHJXDUGLQJ�DJDLQVW�RSSRUWXQLVWLF�JRYHUQPHQW�EHKDYLRU��7KH�ILUVW�VWHS�WRZDUG�VHSDUDWLQJ WKHVH�IXQFWLRQV�LV�WR�FUHDWH�
�� /DIIRQW�DQG�7LUROH���������0F$IHH�DQG�0F0LOODQ���������DQG�5LRUGDQ�DQG�6DSSLQJWRQ��������DUJXH�WKDW�WKLV�OLQNDJH�ZLOO�SURPRWH�PRUH�DJJUHVVLYH�ELGGLQJ��� 7KHVH�SURSHUWLHV�KDYH�EHHQ�GLVFXVVHG�DW�OHQJWK�HOVHZKHUH���6HH��IRU�H[DPSOH��%URZQ���(LQKRUQ�DQG�9RJHOVDQJ���������DQG�6FKPDOHQVHH��������
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DQ�LQGHSHQGHQW�UHJXODWRU\�ERG\��DORQJ�ZLWK�D�QHZ�UHJXODWRU\�UHJLPH��)UHH�HQWU\�LQWR�DOO�PDUNHWV��ZKHUH�WHFKQRORJ\�SHUPLWV��LV�HVVHQWLDO��,Q�DGGLWLRQ��SULYDWL]DWLRQ�PD\�EH�XQDYRLGDEOH�WR�VROYH�WKH�SUREOHP�RI�GLYLGHG�RZQHUVKLS�DPRQJ�GLIIHUHQW�PLQLVWULHV��7KHVH�UHIRUPV�LQMHFW�FKHFNV�DQG�EDODQFHV�LQWR�WKH�V\VWHP��DQG�HQVXUH�PRUH�HIILFLHQW�RXWFRPHV�:LWK�UHVSHFW�WR�VDIHJXDUGV�DJDLQVW�JRYHUQPHQW�LQIOXHQFH��WZR�LVVXHV�DUH�FULWLFDO��FRQIOLFW�UHVROXWLRQ�PHFKDQLVPV�DQG�LQVXODWLRQ�RI�WKH UHJXODWRU\�UHJLPH�IURP�SROLWLFDO�LQIOXHQFH��&RQIOLFWV�DUH�ERXQG�WR�VXUIDFH�EHFDXVH�RI�WKH�LQKHUHQW�LPSHUIHFWLRQV�RI�FRQWUDFWV��:LOOLDPVRQ��������7R�DVVXUH�WKH�SULYDWH�VHFWRU�WKDW�FRQIOLFWV�ZLOO�EH�UHVROYHG�HIILFLHQWO\�DQG�IDLUO\��UHJXODWLRQ�VKRXOG�VSHFLI\ WKH�UXOHV�DQG�LQVWLWXWLRQV�UHVSRQVLEOH�IRU�GLVSXWH�VHWWOHPHQW��&RQIOLFW�UHVROXWLRQ�PHFKDQLVPV�FRXOG�LQFOXGH�DUELWUDWLRQ���IRU�GLVSXWHV�RYHU�SULFLQJ���DQWLWUXVW�FRPPLVVLRQV��IRU�DQWLFRPSHWLWLYH�EHKDYLRU�LVVXHV��RU�WKH�FRXUW�V\VWHP��IRU�GLVSXWHV�RYHU�SURSHUW\�ULJKWV���7KH�FKRLFH�GHSHQGV�RQ�WKH�LQVWLWXWLRQDO�HQGRZPHQW�RI�HDFK�FRXQWU\�,Q�WU\LQJ�WR�LQVXODWH�WKH�UHJXODWRU\�UHJLPH�IURP�SROLWLFDO�LQIOXHQFH��D�EDODQFH�PXVW�EH�VWUXFN�EHWZHHQ�IOH[LELOLW\�LQ�PHHWLQJ�FKDQJHV�LQ�WHFKQRORJ\�RU�WDVWH�DQG�VWDELOLW\�RI�WKH�UXOHV�QHFHVVDU\�IRU�ORQJ�WHUP�LQYHVWPHQW��7KLV�LV�DQ�LPSRUWDQW�LVVXH��EHFDXVH�VXFFHVVLYH�DGPLQLVWUDWLRQV�FRXOG�FKDQJH�WKH�UHJXODWRU\�UXOHV�IRU�SXUSRVHV�RI�GLVWULEXWLRQ�UDWKHU�WKDQ�HIILFLHQF\��%DURQ��������2QH�ZD\�RI�VDIHJXDUGLQJ�DJDLQVW�WKLV�SRVVLELOLW\�LV�WR�HPERG\�WKH�UHJXODWLRQ�LQ�D�ODZ��LI�ODZV�DUH�GLIILFXOW�WR�FKDQJH���JUDQW�WKH�FRQFHVVLRQ�LQ�WKH�IRUP�RI�D�VSHFLILF�OLFHQVH�ZKLFK�FDQ�EH�DUELWUDWHG�LQ�FRXUW�RU�UHVRUW�WR�H[WHUQDO�JXDUDQWHHV�,Q�FRQFOXVLRQ��SROLF\�PDNHUV�LQ�(J\SW�KDYH�DQ�RSSRUWXQLW\�WR�FUHDWH�D�SRVLWLYH�VXP�JDPH�LQ�ZKLFK�ERWK�GRPHVWLF�DQG�IRUHLJQ�DFWRUV�FDQ�EHQHILW�IURP�UHIRUPLQJ�(J\SW¶V�WHOHFRP�VHFWRU��:LWK�WKH�DSSURSULDWH�UHIRUPV��WKH\�FDQ�UHOD[�WKH�UHVRXUFH�FRQVWUDLQW�IDFLQJ�7HOHFRP�(J\SW�DQG�PRELOL]H�IRUHLJQ�FDSLWDO��7KH\�FDQ�UHVWRUH EDODQFH�WR�WKH�SULFLQJ�UHJLPH��ZLWK�EXLOW�LQ�LQFHQWLYHV�IRU�ILUPV�WR�RSHUDWH�HIILFLHQWO\��$QG�WKH\�FDQ�SURYLGH�FRQVXPHUV² UHVLGHQWLDO�DQG�EXVLQHVV²ZLWK�D�YDULHW\�RI�VHUYLFHV�WKDW�ZLOO�HQDEOH�(J\SW�WR�EH�PRUH�FRPSHWLWLYH�LQ�DQ�LQFUHDVLQJO\�JOREDOL]HG�ZRUOG�5HIHUHQFHV
%DURQ��'DYLG����������5HJXODWLRQ�DQG�/HJLVODWLYH�&KRLFH����5$1'�-RXUQDO�RI�(FRQRPLFV���������������
%HVDQNR��'DYLG��DQG�'DYLG�6DSSLQJWRQ����������'HVLJQLQJ�5HJXODWRU\�3ROLF\�ZLWK�/LPLWHG�,QIRUPDWLRQ����1HZ�<RUN��+DUZRRG�$FDGHPLF�3XEOLVKHUV�
%URZQ��/���0��(LQKRUQ��DQG�,��9RJHOVDQJ����������7RZDUG�,PSURYHG�DQG�3UDFWLFDO�,QFHQWLYH
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5HJXODWLRQ���-RXUQDO�RI�5HJXODWRU\�(FRQRPLFV�������������
*DODO��$KPHG��/HUR\�-RQHV��3DQNDM�7DQGRQ�DQG�,QJR�9RJHOVDQJ���������:HOIDUH�&RQVHTXHQFHVRI�6HOOLQJ�3XEOLF�(QWHUSULVHV��$Q�(PSLULFDO�$QDO\VLV��2[IRUG�8QLYHUVLW\�3UHVV�
*DODO��$KPHG�DQG�%KDUDW�1DXU\DO���������³5HJXODWLRQ�RI�7HOHFRP�LQ�'HYHORSLQJ�&RXQWULHV��2XWFRPHV��,QFHQWLYHV�DQG�&RPPLWPHQW�´�5HYLVWD�GH�$QDOLVLV�(FRQRPLFR��������������
*URVVPDQ��6WDQIRUG��DQG�2OLYHU�+DUW�����������$Q�$QDO\VLV�RI�WKH�3ULQFLSDO�$JHQW�3UREOHP���(FRQRPHWULFD�����������
+DUW��2OLYHU��DQG�%HQJW�+ROPVWURP����������7KH�7KHRU\�RI�&RQWUDFWV���,Q�%HZOH\��7���HG���$GYDQFHV�LQ�(FRQRPLF�7KHRU\��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�
+DUW��2OLYHU��DQG�-RKQ�0RRUH����������,QFRPSOHWH�&RQWUDFWV�DQG�5HQHJRWLDWLRQ��(FRQRPHWULFD��������������
,QWHUQDWLRQDO�7HOHFRPPXQLFDWLRQV�8QLRQ���<HDUERRN�RI�&RPPRQ�&DUULHU�7HOHFRPPXQL�FDWLRQV�6WDWLVWLFV��9DULRXV�$QQXDO�,VVXHV���*HQHYD�
/DIIRQW��DQG�-��7LUROH����������8VLQJ�&RVW�2EVHUYDWLRQV�WR�5HJXODWH�)LUPV���-RXUQDO�RI3ROLWLFDO�(FRQRP\����������������
/HY\��%ULDQ��DQG�3DEOR�6SLOOHU����������5HJXODWLRQ��,QVWLWXWLRQV��DQG�&RPPLWPHQW�LQ7HOHFRPPXQLFDWLRQV��$�&RPSDUDWLYH�$QDO\VLV�RI�)LYH�&RXQWU\�6WXGLHV����3DSHUSUHVHQWHG�DW�WKH�:RUOG�%DQN�$QQXDO�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��0D\�����������:DVKLQJWRQ��'�&�
0F$IHH��5��3UHVWRQ��DQG�-RKQ�0F0LOODQ�����������&RPSHWLWLRQ�IRU�$JHQF\�&RQWUDFWV��5$1'�-RXUQDO�RI�(FRQRPLFV��������������
5LRUGDQ��0LFKDHO��DQG�'DYLG�6DSSLQJWRQ����������$ZDUGLQJ�0RQRSRO\�)UDQFKLVHV��$PHULFDQ�(FRQRPLF�5HYLHZ��������������
6FKPDOHQVHH��5LFKDUG����������*RRG�5HJXODWRU\�5HJLPHV���5$1'�-RXUQDO�RI�(FRQRPLFV������������6SLOOHU��3DEOR�DQG�&H]OH\�6DPSVRQ����������5HJXODWLRQ��,QVWLWXWLRQV�DQG�&RPPLWPHQW��7KH�-DPDLFDQ�7HOHFRPPXQLFDWLRQV�6HFWRU����3DSHU�SUHVHQWHG�DW�WKH�:RUOG�%DQN

&RQIHUHQFH�RQ ,QVWLWXWLRQDO�)RXQGDWLRQV�RI�8WLOLW\�5HJXODWLRQ��:DVKLQJWRQ��'�&���$SULO���� �����9LFNHUV��-���DQG�*��<DUURZ���������3ULYDWL]DWLRQ��$Q�(FRQRPLF�$QDO\VLV��&DPEULGJH��0DVV��0,7�3UHVV�
:HOOHQLXV��%MRUQ�DQG�3HWHU�$��6WHUQ��(GV�����������,PSOHPHQWLQJ�5HIRUPV�LQ�WKH
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7HOHFRPPXQLFDWLRQV�6HFWRU��/HVVRQV�IURP�([SHULHQFH��:RUOG�%DQN�5HJLRQDO�DQG6HFWRUDO�6WXGLHV��7KH�:RUOG�%DQN��:DVKLQJWRQ��'�&�:LOOLDPVRQ��2OLYHU����������7UDQVDFWLRQ�&RVW�(FRQRPLFV���,Q�5LFKDUG�6FKPDOHQVHH�DQG�5REHUW�:LOOLJ��HGV���+DQGERRN�RI�,QGXVWULDO�2UJDQL]DWLRQ��$PVWHUGDP��1RUWK�+ROODQG�
:RUOG�%DQN��:RUOG�'HYHORSPHQW�5HSRUW� ,QIUDVWUXFWXUH�IRU�'HYHORSPHQW� �����
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