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$EVWUDFW3ULYDWL]DWLRQ� LV� SHUFHLYHG� DV� WKH� FRUQHUVWRQH� RI� (J\SW¶V� HFRQRPLF� UHIRUP� SURJUDP��7KLV�SDSHU�SUHVHQWV�DQ�RYHUYLHZ�RI�WKH�FKDOOHQJHV�WKDW�WKH�SULYDWL]DWLRQ�SURJUDP�KDV�HQFRXQWHUHG� VR� IDU� DQG�PHDQV� RI� WDFNOLQJ� WKHP�� ,W� GLVFXVVHV� WKH� SROLWLFDO� DQG� OHJDO�FRQVWUDLQWV� WR� SULYDWL]DWLRQ�� WDNLQJ� LQWR� FRQVLGHUDWLRQ� WKH� UROH� RI� WKH�GLIIHUHQW� DFWRUV�WKDW� DUH� LQYROYHG� LQ� WKH� SURFHVV�� QDPHO\� WKH� H[HFXWLYH� DXWKRULWLHV�� SXEOLF� RSLQLRQ��SUHVV� DQG� WKH� 3HRSOH¶V� $VVHPEO\�� ,PSOHPHQWDWLRQ� FRQVWUDLQWV� DUH� DOVR� FRQVLGHUHG��LQFOXGLQJ�VRFLDO�FRQVWUDLQWV��WKH�YDOXDWLRQ�SURFHVV��WKH�DEVRUSWLYH�FDSDFLW\�RI�WKH�VWRFN�PDUNHW�� DQG� WKH� VHOOLQJ�RI� ORVV�PDNLQJ� FRPSDQLHV� WR� VWUDWHJLF� LQYHVWRUV��)LQDOO\�� WKH�SDSHU�FRQFOXGHV�E\�RIIHULQJ�SROLF\�UHFRPPHQGDWLRQV�JLYHQ�WKDW�WKH�XOWLPDWH�REMHFWLYH�LV� WR� LQFUHDVH� WKH� HIILFLHQF\� RI� SXEOLF� HQWHUSULVHV� WKURXJK� GLYHVWLQJ� VWDWH�PRQRSRO\�DQG�HQFRXUDJLQJ�FRPSHWLWLRQ�ZLWKLQ�WKH�IUDPHZRUN�RI�D�PDUNHW�HFRQRP\�

d��ººm
�OYpfpf�T�ipU�x�T����ip�w ¿]�[Y�lUl�Tip���~��gUp[��T�a�p�T�_�U�iW������[ �h»��ZU�gc[�T�qTix[lUW�Y»�i��T�[�Tb`�_�U�iWYpfpf�TU�[�`T����~¿�Ux[�T��is�� U»�x��U»��[m�U��Y����U��T��Y�lU�l�T��ST�x�T���[Wx���h�T�i�g�T�b�r�[�v�ZU�`�Y��[f��T� Y��»�wY»pfpf�TVxn�T�k�`���Y~Ucp�T����Ux�T��Li�T���Y�h���[�T�Ys�l�T�U���L��»����� Y~U»r�UW��O��h����\cW�TU�W�Ypfpf�����x��T�h���[�T�Y���w���`T�[��[�T��ST�x�T�oc�W w�T��»�h��~ZU�in�T�v�W���¿U��T���l��Y�WUx�[l�T�Xig��T�������[�T�Y���w���Y�wU�[`�T�ZTiUW[�`�[Ti[lT�i�][l���XilUf�T��SU���T�}g��T��L�iUW[w�T��~�;ThfL�ZU�p�[�T���O�\cW�T�o�f��vr���Yl~U���T�v�`n[���Y��g����iU�[c�T�i�g�T�o���[�¿�f�����Ux�T�uUs��T�XIU���XgU�j����Jvr�����l�T�ZU���[�Th��



(&(6�:3 ���.KDWWDE�����

�

,���,QWURGXFWLRQ��7KH�3URJUHVV�RI�(J\SW¶V�3ULYDWL]DWLRQ�3URJUDP�WR�'DWH
7KH� WUDQVIHU� RI� VWDWH�RZQHG� SXEOLF� HQWHUSULVHV� �3(V�� WR� WKH� SULYDWH� VHFWRU²SULYDWL]DWLRQ²LV�SHUFHLYHG�DV�WKH�FRUQHUVWRQH�RI�WKH�HFRQRPLF�UHIRUP SURJUDP��ZKLFK�(J\SW�ODXQFKHG�LQ�������7KH�LPSOHPHQWDWLRQ�RI�D�SULYDWL]DWLRQ�SURJUDP�LV�FRQVLGHUHG�WKH�PRVW�FKDOOHQJLQJ�FRPSRQHQW�RI� WKH� UHIRUP�SURFHVV��7KH�VHQVLWLYLW\�RI� WKH�SXEOLF�RSLQLRQ� WRZDUGV� WKLV� LVVXH�� WKH�FRQVWUDLQWV� WKDW� WKH�3(V¶�YDOXDWLRQ�SURFHVV�FRQIURQWV��DQG� WKH� QHHG� IRU� D� QHZ� OHJLVODWLYH� HQYLURQPHQW� WR� IDFLOLWDWH� WKLV� WUDQVLWLRQDO� SHULRG�PXVW�DOO�EH�WDNHQ�LQWR�FRQVLGHUDWLRQ�7KH� JRYHUQPHQW� RI� (J\SW� KDV� WKXV� HPEDUNHG� RQ� SUHSDULQJ� WKH� OHJLVODWLYH�HQYLURQPHQW� DV�ZHOO� DV� WKH� SXEOLF� RSLQLRQ� IRU� SULYDWL]DWLRQ��%\� LVVXLQJ�/DZ�����RI�������SXEOLF�VHFWRU�FRPSDQLHV�ZHUH�UHQGHUHG�DV�LQGHSHQGHQW�HFRQRPLF�HQWLWLHV��DQG�D�IUDPHZRUN� IRU� WKHLU� PDQDJHPHQW� ZDV� HVWDEOLVKHG� FRPSDUDEOH� WR� WKDW� RI� WKH� SULYDWH�VHFWRU��7KLV�LQFOXGHG�WKH�JUDGXDO�HOLPLQDWLRQ�RI�WLHV�EHWZHHQ�WKH�JRDOV�RI�SXEOLF�VHFWRU�FRPSDQLHV� DV� SURILW� RULHQWHG� EXVLQHVVHV�� DQG� WKH� VWDWH� EXGJHW¶V� REMHFWLYHV� DW� WKH�PDFUR�OHYHO��DV�ZHOO�DV�WKRVH�RI�RWKHU�JRYHUQPHQWDO�ERGLHV��)XUWKHUPRUH��WKH�&DSLWDO�0DUNHW�/DZ����RI������ZDV�LQ�WXUQ�LVVXHG�WR�UHJXODWH�WKH�VWRFN�PDUNHW�DQG�LQWURGXFH�D� IUDPHZRUN� IRU� WUDGLQJ�� 7KLV� ZDV� IROORZHG� E\� VHWWLQJ� JRYHUQPHQW� JXLGHOLQHV� IRU�SULYDWL]DWLRQ�ZKLFK�ZHUH�SXEOLVKHG�LQ������DQG�XSGDWHG�LQ�������3UHSDULQJ�WKH�SXEOLF�RSLQLRQ�IRU�WKLV�WUDQVLWLRQ�WRRN�SODFH�VLPXOWDQHRXVO\�WKURXJK RUJDQL]LQJ�VHPLQDUV�DQG�ZRUNVKRSV�IRU� OHDGHUV�RI�SXEOLF�HQWHUSULVHV�DQG�UHSUHVHQWDWLYHV�RI�WKH�JRYHUQPHQW�WR�LQWHUDFW�DQG�H[FKDQJH�YLHZV�ZLWK� WKHLU�FRXQWHUSDUWV�ZKR� OHG�VXFFHVVIXO�SULYDWL]DWLRQ�SURJUDPV�DEURDG��'XULQJ�WKH�SHULRG�IURP������WR�������WKUHH�FRPSDQLHV²&RFD�&ROD��3HSVL�DQG�$O�1DVU� %RLOHUV²ZHUH� IXOO\� SULYDWL]HG� WKURXJK� GLUHFW� QHJRWLDWLRQV� ZLWK� VWUDWHJLF�LQYHVWRUV��,Q�DGGLWLRQ�� WUDQFKHV�UDQJLQJ�IURP���SHUFHQW� WR��� SHUFHQW�RI�WKH�VKDUHV�RI���� FRPSDQLHV�ZHUH� IORDWHG� RQ� WKH� VWRFN�PDUNHW�� DQG� WKH�PDMRULW\� RI� ��� FRPSDQLHV�ZHUH�VROG�WR�WKHLU�HPSOR\HHV��6WDUWLQJ�$SULO�������WKH�SULYDWL]DWLRQ�SURJUDP�EHJDQ�WR�WDNH� RII�� EHLQJ� FKDUDFWHUL]HG� E\� PRPHQWXP� DQG� FRQWLQXLW\� LQ� DQ� LPSURYLQJ�PDFURHFRQRPLF� HQYLURQPHQW� DQG� DQ� HQFRXUDJLQJO\� UHFHSWLYH� SXEOLF�� 7KLV� ZDV�FRXSOHG�ZLWK�WKH�VWRFN�PDUNHW¶V�UHQHZHG�DEVRUSWLYH�FDSDFLW\�IRU�WKH�VKDUHV�RIIHUHG��LQ�DGGLWLRQ� WR�D�ERRVW� LQ� LQYHVWRUV¶�FRQILGHQFH� LQ� WKH�JRYHUQPHQW�� OHDGLQJ�WKHP�WR�WDNH�LQLWLDWLYH� WRZDUGV� EX\LQJ� 3(V�� 7KH� FXPXODWLYH� DFKLHYHPHQWV� RI� WKH� SULYDWL]DWLRQ�SURJUDP�VLQFH������LQFOXGH��7DEOH����
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x )ORDWLQJ�WKH�PDMRULW\�VWDNH�RI����FRPSDQLHV�RQ�WKH�VWRFN�PDUNHW�DQG�SODFLQJ�WKHP�XQGHU�/DZ�����RI�������ZKLFK�JRYHUQV�SULYDWH�VHFWRU�FRUSRUDWLRQV�x 6DOH�RI� WKH�PDMRULW\�RI���� FRPSDQLHV²DOVR� WUDQVIHUUHG� WR� WKH�SULYDWH� VHFWRU²WR�VWUDWHJLF� LQYHVWRUV��,Q�DGGLWLRQ�� WKHUH�DUH� WKUHH�PRUH�WUDQVDFWLRQV�ZKLFK�DUH�EHLQJ�ILQDOL]HG�x 7KH� WRWDO� VDOH� RI� ��� FRPSDQLHV� WR� WKHLU� HPSOR\HHV�� VRPH� DUH� FXUUHQWO\� EHLQJ�WUDQVIHUUHG�WR�WKH�SULYDWH�VHFWRU�x 7KH�WRWDO�VDOH�RI�DVVHWV�RI����FRPSDQLHV�WR�SULYDWH�LQYHVWRUV��7KXV�� WKH� WRWDO� QXPEHU� RI� FRPSDQLHV� WUDQVIHUUHG� IURP� /DZ� ���� LV� ���� 6L[W\�IRXU�FRPSDQLHV� ZHUH� WUDQVIHUUHG� WR� WKH� SULYDWH� VHFWRU�� VLQFH� WKH� VDOH� RI� DVVHWV� GRHV� QRW�PHDQ�WKH�WUDQVIHU�RI�WKH�HQWLW\�WR�WKH�SULYDWH�VHFWRU��,Q�DGGLWLRQ��WUDQFKHV�UHSUHVHQWLQJ�D�VWDNH�RI� OHVV� WKDQ��� SHUFHQW�ZHUH�VROG�LQ����3(V��RI�ZKLFK���FDPH�IURP�WKH�IORXU�PLOOV�DQG�SKDUPDFHXWLFDO�VHFWRUV�DQG�DUH�VWLOO�PRVWO\�VWDWH�RZQHG��+HQFH��WR�GDWH�����FRPSDQLHV�KDYH�EHHQ�DIIHFWHG�E\�WKH�SULYDWL]DWLRQ�SURJUDP�,Q� VSLWH� RI� WKHVH� DFKLHYHPHQWV�� LW� LV� XQUHDOLVWLF� WR� FODLP� WKDW� WKH� (J\SWLDQ�SULYDWL]DWLRQ�SURJUDP�LV�SURFHHGLQJ�ZLWKRXW�FRQVWUDLQWV��6HYHUDO�FKDOOHQJHV�ZHUH�DQG�VWLOO� DUH� EHLQJ� HQFRXQWHUHG�� 7KLV� SDSHU� GLVFXVVHV� WKHVH� FRQVWUDLQWV� DQG� VKRZV� KRZ�(J\SW� KDV� DGGUHVVHG� WKHP�� )ROORZLQJ� WKH� LQWURGXFWLRQ�� 6HFWLRQ� ,,� GHDOV� ZLWK� WKH�SROLWLFDO� DQG� OHJDO� FRQVWUDLQWV� WR� SULYDWL]DWLRQ�� 7KH� H[HFXWLYH� DXWKRULWLHV�� SXEOLF�RSLQLRQ�� WKH� SUHVV�� DQG� WKH� 3HRSOH¶V�$VVHPEO\�PHPEHUV� DUH� FRQVLGHUHG�� 6HFWLRQ� ,,,�FRQVLGHUV� WKH� RWKHU� FRQVWUDLQWV� WR LPSOHPHQWLQJ� SULYDWL]DWLRQ�� LQFOXGLQJ� VRFLDO�FRQFHUQV�� WKH�YDOXDWLRQ�SURFHVV�� WKH�DEVRUSWLYH�FDSDFLW\�RI� WKH�VWRFN�PDUNHW��DQG�WKH�VHOOLQJ� RI� ORVV�PDNLQJ� FRPSDQLHV� WR� VWUDWHJLF� LQYHVWRUV�� 6HFWLRQ� ,9� RIIHUV� SROLF\�UHFRPPHQGDWLRQV�DQG�FRQFOXGHV�WKH�DQDO\VLV�
7DEOH������$FKLHYHPHQW�,QGLFDWRUV'HVFULSWLRQ $OO�6WDWH�2ZQHG�3(V 3ULYDWL]HG�&RPSDQLHV 3HUFHQWDJH�RI�3ULYDWL]HG�&RPSDQLHV�WR�$OO�6WDWH�2ZQHG�3(V1XPEHU�RI�&RPSDQLHV ��� ��� ��%RRN�9DOXH���(�EQ� �� ��� ��0DUNHW�9DOXH���(�EQ� �� �� ��6RXUFH� 7KH�3XEOLF�(QWHUSULVH�2IILFH�



(&(6�:3 ���.KDWWDE�����

�

,,���3ROLWLFDO�DQG�/HJDO�&RQVWUDLQWV
7KLV�VHFWLRQ�UHYLHZV�WKH�SROLWLFDO�DQG�OHJDO�FRQVWUDLQWV�WKDW�(J\SW¶V�SROLF\PDNHUV�KDYH�HQFRXQWHUHG�LQ�UHDOL]LQJ�SULYDWL]DWLRQ�DV�DQ�DVSHFW�RI�HFRQRPLF�UHIRUP�
$��3ROLWLFDO�&RQVWUDLQWV7KH�5ROH�RI�([HFXWLYH�$XWKRULWLHV7KH� VHFRQG� KDOI� RI� WKH� ����V� EURXJKW� GUDPDWLF� LQWHUQDWLRQDO� FKDQJH�� WKH� IDOO� RI� WKH�6RYLHW�8QLRQ�� WKH� UHYROXWLRQ� LQ� FRPPXQLFDWLRQV� DQG� LQIRUPDWLRQ�� KXJH� DGYDQFHV� LQ�VFLHQFH� DQG� WHFKQRORJ\�� DQG� IUHH� WUDGH� LQLWLDWLYHV� VXFK� DV� WKH� 8UXJXD\� 5RXQG�$JUHHPHQW��7KHUH�ZDV�LQFUHDVLQJ�LQWHUQDWLRQDO�FRPSHWLWLRQ�DQG�D�WUHQG�EHJDQ�IRUPLQJ�UHJLRQDO� HFRQRPLF� EORFNV� EDVHG� RQ� IUHH� WUDGH� VXFK� DV� 1$)7$� DQG� WKH� (XURSHDQ�8QLRQ� DPRQJ� RWKHUV�� 7KHVH� WUDQVIRUPDWLRQV� FDPH� DW� D� WLPH� ZKHQ� WKH� (J\SWLDQ�HFRQRP\�ZDV�XQDEOH�WR�PHHW�LWV�GHEW�REOLJDWLRQV�LQ������DQG�������DQG�ZHUH�FRXSOHG�ZLWK�FULWLFDO�LPEDODQFHV�DQG�IDLOXUH�WR�FRSH�ZLWK�WKH�JOREDO�FKDQJHV�ZKLFK�UHTXLUHG�D�FHUWDLQ� OHYHO�RI�HIILFLHQF\�DQG�FRPSHWLWLYHQHVV� LQ� WKH�LQWHUQDWLRQDO�DUHQD��&RPSHWLQJ�RQ� LQWHUQDWLRQDO� PDUNHWV� QHFHVVLWDWHV� WKH� GHYHORSPHQW� RI� SROLFLHV� WRZDUGV� WUDGH�OLEHUDOL]DWLRQ��VWUXFWXUDO�ILVFDO�UHIRUP��WKH�GHHSHQLQJ�RI�WKH�ILQDQFLDO�VHFWRU��PHDVXUHV�WR�LPSURYH�SULYDWH�VHFWRU�LQFHQWLYHV��DQG�SULYDWL]DWLRQ�DQG�SXEOLF�VHFWRU�UHIRUP�7KH�YDULRXV�JRYHUQPHQW�DXWKRULWLHV�UHDFWHG�GLIIHUHQWO\�WR�WKHVH�UDSLG�FKDQJHV��7KH�DXWKRULWLHV� UHVSRQVLEOH� IRU� WKH�PDQDJHPHQW� DQG� LPSOHPHQWDWLRQ� RI� WKH� SULYDWL]DWLRQ�SURJUDP�ZHUH�PRUH�PRWLYDWHG� DQG� FRQYLQFHG� WKDQ�RWKHUV�� ,Q�YDULRXV�FLUFXPVWDQFHV��KRZHYHU�� FHUWDLQ� DXWKRULWLHV� FRRUGLQDWLQJ� ZLWK� WKH� SULYDWL]DWLRQ� SURJUDP� ZHUH� QRW�PRWLYDWHG�WR�VROYH�HPHUJLQJ�SUREOHPV�VXFK�DV�QRWDUL]LQJ�ODQG�DQG�JUDQWLQJ�OLFHQVHV��6RPH� WHQGHG� WR� H[DJJHUDWH� WKH� GLFWDWHV� RI� WKH� ODZ� WR� WKH� SRLQW� RI� KLQGHULQJ� WKH�SURJUDP¶V� SURJUHVV� UDWKHU� WKDQ� DGRSWLQJ� D� VROXWLRQ� RXW� RI� IHDU� WKDW� WKH\� PD\� EH�FULWLFL]HG�E\�WKH�RSSRVLWLRQ�
&RQIURQWLQJ�WKH�/DFN�RI�3ROLWLFDO�&RRSHUDWLRQ5DLVLQJ�WKH�OHYHO�RI�FRQVHQVXV�DPRQJ�WKH�YDULRXV�DXWKRULWLHV�ZDV�FDUULHG�RXW�WKURXJK�HQKDQFLQJ� WKH�SHUVRQDO�DQG� LQVWLWXWLRQDO�GLDORJXH�ZLWK� WKH�FRQFHUQHG�DXWKRULWLHV�DQG�LQYLWLQJ� WKHLU� WRS� PDQDJHPHQW� WR� VHPLQDUV� DQG� ZRUNVKRSV� WR� GLVFXVV� WKH� GLIIHUHQW�DVSHFWV� RI� SULYDWL]DWLRQ�� ,Q� DGGLWLRQ�� PDQ\� RI� WKHVH� DXWKRULWLHV¶� GLUHFWRUV� ZHUH�DVVLJQHG� WR� FRPPLWWHHV� UHVSRQVLEOH� IRU� VHWWLQJ� SULYDWL]DWLRQ� SROLFLHV� IRU� VHFWRUV�LQYROYLQJ� VHYHUDO� JRYHUQPHQW� ERGLHV�� LQFOXGLQJ� WKH� 0LQLVWULHV� RI� (OHFWULFLW\� DQG�
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(QHUJ\��0DULWLPH� 7UDQVSRUW�� )LQDQFH�� DQG� WKH� &HQWUDO�$XGLWLQJ�$JHQF\�� DQG� RWKHUV�ZHUH�LQYROYHG�LQ�VHWWLQJ�WKH�SULYDWL]DWLRQ�VWUDWHJ\�IRU�WKH�WUDQVSRUW��PDULWLPH�WUDQVSRUW�DQG�HOHFWULFLW\�VHFWRUV��7KH�+LJKHU�0LQLVWHULDO�&RPPLWWHH�RI����PLQLVWHUV�KHDGHG�E\�WKH�SULPH�PLQLVWHU��ZDV�DOVR�FUHDWHG� WR�GHDO�ZLWK�REVWDFOHV�� WR�XQLI\�WKH�SRVLWLRQV�RI�GLIIHUHQW�PLQLVWULHV�FRQFHUQLQJ�WKH�PDMRU�LVVXHV�UHODWHG�WR�SULYDWL]DWLRQ�DQG�WR�UHVROYH�DQ\� SUREOHPV� KLQGHULQJ� WKH� SURJUDP�� 7KLV� WHFKQLTXH� RI� XWLOL]LQJ� PLQLVWHULDO�FRPPLWWHHV� LV�RQH�RI� WKH�PRVW�HIILFLHQW� WHFKQLTXHV�EHFDXVH�HDFK�PLQLVWHU�DGRSWV� WKH�VROXWLRQ�UHOHYDQW�WR�KLV�PLQLVWU\�DQG�JXDUDQWHHV�LWV�LPSOHPHQWDWLRQ�
7KH�5ROH�RI�3XEOLF�2SLQLRQ$IWHU� GHFDGHV� RI� JRYHUQPHQW� LQWHUYHQWLRQ� LQ� QHDUO\� HYHU\� DVSHFW� RI� HFRQRPLF� OLIH��(J\SWLDQ� FLWL]HQV� KDG� FRPH� WR� IHHO� WKDW� VWDWH� LQWHUYHQWLRQ� ZDV� HVVHQWLDO�� 3UR�LQWHUYHQWLRQ� WUHQGV� JUHZ� DPRQJ� WKH� GLIIHUHQW� FDWHJRULHV� RI� VRFLHW\� LQFOXGLQJ� ODERU��VWXGHQWV��LQWHOOHFWXDOV��DFDGHPLFV��DQG�WKH�SUHVV��7KH\�VXSSRUWHG�JRYHUQPHQW¶V�UROH�LQ�WKH�HFRQRP\�EHOLHYLQJ�WKDW�LW�JXDUDQWHHG�IDLU�GLVWULEXWLRQ��SURWHFWLRQ�RI�WKH�SRRU�DQG��KHQFH�� VRFLDO� VWDELOLW\�� 7KHVH� VHFWRUV� RI� VRFLHW\� RSSRVHG� UHWXUQ WR�PDUNHW� HFRQRP\��ZKLFK�WR� WKHP�PHDQW�UHYHUWLQJ�WR� WKH�SUH�UHYROXWLRQ�V\VWHP�WKDW�H[LVWHG�EHIRUH������DQG�ZKLFK�KDG�EHHQ�DWWDFNHG�IXULRXVO\�LQ�HYHU\�UHVSHFW�IRU�IRXU�GHFDGHV�7KHUHIRUH�� LW� LV�QRW�VXUSULVLQJ�WKDW�QR�RQH�LQ�(J\SW�GDUHG�VSHDN�RSHQO\�DERXW� WKH�SULYDWL]DWLRQ�RI�VWDWH�RZQHG�HQWHUSULVHV��62(V��RU�FULWLFL]H�WKHLU�SHUIRUPDQFH�XQWLO�WKH�HDUO\�����V��7KH�SUHYDLOLQJ�ZLVGRP�PDLQWDLQHG�WKH�SXEOLF�VHFWRU�WR�EH�WKH�EDFNERQH�RI� WKH� HFRQRP\�� WKH� GULYLQJ� IRUFH� IRU� JURZWK�� DQG� D� VDIHW\� QHW� DJDLQVW� SRYHUW\� DQG�VWDUYDWLRQ�� 7KHVH� YLHZV� ZHUH� SURSDJDWHG� WKURXJK� PHGLD�� PDNLQJ� WKH� 62(V�µXQWRXFKDEOHV¶�XQWLO�WKH�ODWH�����V�
&RQIURQWLQJ�1HJDWLYH�3XEOLF�2SLQLRQ$IWHU�WKH�GHEW�FULVLV�RI�������WKH�(J\SWLDQ�JRYHUQPHQW�UHDOL]HG�WKDW�LW�ZDV�QHFHVVDU\�WR�LPSOHPHQW�FRPSUHKHQVLYH�HFRQRPLF�UHIRUP��SDUWLFXODUO\�DIWHU�WKH�SDUWLDO�UHIRUPV�RI�WKH� ����V� SURYHG� LQHIILFLHQW�� DQG� WKH� UHVFKHGXOLQJ� RI� IRUHLJQ� GHEW� LQ� ����� EHFDPH�XVHOHVV��3LRQHHU�ILJXUHV�LQ�WKH�JRYHUQPHQW�EHFDPH�DZDUH�WKDW�D�FRPSUHKHQVLYH�UHIRUP�HQWDLO� WKH� WUDQVIRUPDWLRQ� RI 62(V� LQWR� PDUNHW�GULYHQ� XQLWV� E\� WUDQVIHUULQJ� WKHLU�RZQHUVKLS�DQG�PDQDJHPHQW�WR�SULYDWH�KDQGV��7KH\�DOVR�UHDOL]HG�WKH�LPSRUWDQFH�RI�DQ�HDUO\�VWDUW�IRU�SUHSDULQJ�WKH�SXEOLF�IRU�WKH�WUDQVIRUPDWLRQ�WR�SULYDWL]DWLRQ�,W� ZDV� QRW� IHDVLEOH� WR� EHJLQ� MXVWLI\LQJ� SULYDWL]DWLRQ� RQ� WKH� EDVLV� RI� WKH� SRRU�SHUIRUPDQFH�� HIILFLHQF\� DQG� ORVVHV� RI� VHYHUDO� 62(V�� ,W� VHHPHG� EHVW� WR� HQFRXUDJH�
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SDUWLFLSDWLRQ� LQ� GLVFXVVLRQV� DERXW� WKH� SULYDWL]DWLRQ� H[SHULHQFHV� RI� RWKHU� FRXQWULHV��([WHQVLYH�GLDORJXH�RQ�FRPSDUDEOH�H[SHULHQFHV�DEURDG�ZDV�H[SHFWHG�WR�OHDG�JUDGXDOO\�WR�D�GLVFXVVLRQ�RI� WKH�VLWXDWLRQ�RI�62(V�LQ�(J\SW��RSWLRQV�IRU�WKH�IXWXUH�DQG�SHUKDSV�WKH� SRVVLELOLW\� RI� SULYDWL]DWLRQ�� ,W� ZDV� KRSHG� WKDW� WKLV� ZRXOG� IRVWHU� D� QHZ� SXEOLF�RSLQLRQ� VXSSRUWLYH� RI� WKH� UHIRUP�� ZKLFK� ZRXOG� HYHQWXDOO\� JURZ� LQWR� D� WUHQG� DQG�IORXULVK�ZLWK�WKH�WUDQVIRUPDWLRQ¶V�VXFFHVV�,Q�������H[SHUWV�DQG�DUFKLWHFWV�RI�VXFFHVVIXO�SULYDWL]DWLRQ�SURJUDPV�DEURDG�ZHUH�LQYLWHG� WR� SDUWLFLSDWH� LQ� GLVFXVVLRQV� DQG� ZRUNVKRSV� DWWHQGHG� E\� (J\SW¶V� SLRQHHU�JRYHUQPHQW� RIILFLDOV�� SXEOLF� VHFWRU� PDQDJHPHQW�� MRXUQDOLVWV�� DFDGHPLFV�� DQG�LQWHOOHFWXDOV�� 2YHU� D� WKUHH�\HDU� SHULRG�� IURP� ����� WR� ������ VHYHUDO� LQIOXHQWLDO�ZRUNVKRSV� DQG� VHPLQDUV� DGGUHVVHG� WKH� SULYDWL]DWLRQ� H[SHULHQFHV� RI� %ULWDLQ�� )UDQFH��,WDO\�� *HUPDQ\�� 0H[LFR�� &KLOH�� $UJHQWLQD�� .RUHD�� 7KDLODQG�� 5XVVLD�� 7XUNH\�� DQG�RWKHUV�� 2Q� VHYHUDO� RFFDVLRQV�� WKHVH� H[SHUWV� PHW� IRU� LQIRUPDO� GLVFXVVLRQV� ZLWK� WKH�PLQLVWHUV� LQYROYHG� LQ� SULYDWL]DWLRQ�� $� QHZ� DZDUHQHVV� HYHQWXDOO\� HPHUJHG� LQ� WKRVH�VHFWRUV�RI�VRFLHW\�WKDW�LQIOXHQFH�SXEOLF�RSLQLRQ��7KLV�LQ�WXUQ��IDFLOLWDWHG�WKH�H[WHQVLRQ�RI�GLVFXVVLRQV�WR�WKH�SXEOLF�WKURXJK�WKH�SUHVV�DQG�WKH�PHGLD�WKDW�FRYHUHG�WKHVH�HYHQWV�DQG�DQDO\]HG�WKH�ILQGLQJV��$�QHZ�SHUFHSWLRQ�RI�UHIRUP�DQG�SULYDWL]DWLRQ�ZDV�ERUQ�LQ�WKH�(J\SWLDQ�VRFLHW\�,Q� OHVV� WKDQ� WZR� \HDUV��PDQ\� OHDGHUV� VKLIWHG� IURP� GLVFXVVLQJ� WKH� H[SHULHQFHV� RI�RWKHUV� WR� HPSKDVL]LQJ� WKH� QHFHVVLW\� RI� SULYDWL]DWLRQ� LQ� (J\SW�� 6HYHUDO� VHPLQDUV� DQG�ZRUNVKRSV� ZHUH� RUJDQL]HG� DV� SDUW� RI� D� SXEOLFLW\� FDPSDLJQ�� ,Q� D� ORFDOO\� RUJDQL]HG�VHPLQDU�� WKH� LQLWLDO� GLVFXVVLRQV� DGGUHVVLQJ� DQG� DQDO\]LQJ� WKH� SUREOHPV� RI� 62(V� LQ�(J\SW�WRRN�SODFH��DQG�SULYDWL]DWLRQ�ZDV�UDLVHG�DV�DQ�RSWLRQ��6LQFH�WKHQ��GLVFXVVLRQV�RQ�62(V� DQG� WKH� LPSRUWDQFH� RI� SULYDWL]DWLRQ� KDYH� H[SDQGHG��%\� WKH� WLPH�SULYDWL]DWLRQ�EHJDQ�� LW� KDG� DOUHDG\� DWWUDFWHG� VHYHUDO� DGYRFDWHV ZKR�ZHUH� HQFRXUDJLQJ� WKH� UHIRUP�DQG�SULYDWL]DWLRQ�RI�62(V��7KH�YHULWDEOH�WDNHRII�ZDV�WKH�ILUVW�VXFFHVVIXO�VDOH�RI�WKUHH�FRPSDQLHV�WR�VWUDWHJLF�LQYHVWRUV�DQG�WKH�IORDWLQJ�RI�WUDQFKHV�UDQJLQJ�IURP�� SHUFHQW�WR��� SHUFHQW�RI�WKH�VKDUHV�RI����62(V�RQ�WKH�VWRFN�PDUNHW�LQ������DQG�������7KH�DZDUHQHVV�FDPSDLJQ�FRQWLQXHG�WR�DWWUDFW�QHZ�VXSSRUWHUV�IURP�YDULRXV�VHFWRUV�DQG�QHXWUDOL]H�WKH�HIIHFW�RI�FULWLFV��&UHDWLQJ�SRVLWLYH�SXEOLF�RSLQLRQ�IRU�SULYDWL]DWLRQ�LV�D�FRQWLQXRXV�SURFHVV�� VLQFH� WKHUH�DUH�VHYHUDO� LVVXHV� WKDW�FULWLFV�FRXOG�XVH� WR�VWDOO� WKH�SURFHVV�DQG�SRODUL]H�SXEOLF�RSLQLRQ��([DPSOHV�LQFOXGH�WKH�SUREOHPV�RI�H[FHVV�ODERU��WKH�FKDOOHQJHV�RI�WKH�YDOXDWLRQ�SURFHVV�DQG�WKH�FRQWURYHUVLDO�VDOH�WR�IRUHLJQ�LQYHVWRUV��
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(IIRUWV� WR� FUHDWH�� PDLQWDLQ� DQG� GHYHORS� DZDUHQHVV� PXVW� EH� RQJRLQJ� WR� VXVWDLQ�SULYDWL]DWLRQ��
7KH�5ROH�RI�WKH�3UHVV7KH� (J\SWLDQ� SUHVV� LV� FRPSULVHG� RI� ���� GDLO\�� ZHHNO\� DQG� PRQWKO\� MRXUQDOV� DQG�SHULRGLFDOV��ZKLFK�HPSOR\�PRUH�WKDQ�������MRXUQDOLVWV�DQG�UHSRUWHUV�UHSUHVHQWLQJ�WKH�RSLQLRQV� RI� WKH� YDULRXV� GRPLQDQW� SDUWLHV� LQ� WKH� (J\SWLDQ� SROLWLFDO� DQG� FXOWXUDO� OLIH��)UHHGRP�RI�VSHHFK�DQG�H[SUHVVLRQ�DQG�WKH�DEROLWLRQ�RI�FHQVRUVKLS�KDYH�SURJUHVVHG�LQ�WDQGHP� ZLWK� HFRQRPLF� UHIRUP� DQG� WKH� PRYH� WRZDUGV� D� PDUNHW� HFRQRP\�� 7KLV�HQYLURQPHQW�KDV�JLYHQ�WKH�(J\SWLDQ�SUHVV�WKH�OLEHUW\�WR�SXEOLVK�WKH�GLIIHUHQW�RSLQLRQV�RI� MRXUQDOLVWV�� ZULWHUV� DQG� LQWHOOHFWXDOV� ZLWKRXW� LQWHUIHUHQFH�� 7ZR� GHYHORSPHQWV�UHOHYDQW�WR�SULYDWL]DWLRQ�EHFDPH�SRVVLEOH��)LUVW�� WKH� (J\SWLDQ� SUHVV� SOD\HG� D� YLWDO� UROH� LQ� LQIRUPLQJ� WKH� SXEOLF� DERXW� WKH�H[SHULHQFHV�RI�RWKHU�FRXQWULHV� WKDW�FRPSOHWHG�VXFFHVVIXO�SULYDWL]DWLRQ�SURJUDPV��7KH�SUHVV�ZDV�WKH�PRVW�LPSRUWDQW�FKDQQHO�RI�FRPPXQLFDWLRQ�FRQYH\LQJ�WR�WKH�SXEOLF�WKH�IUXLWV�RI�WKH�JRYHUQPHQW�GHEDWHV��,Q�DGGLWLRQ��LW�FUHDWHG�D�IRUXP�IRU�GLDORJXH�DERXW�WKH�SUREOHPV� RI�(J\SW¶V� SXEOLF� VHFWRU�� DV�ZHOO� DV� WKH� UHODWHG� LVVXHV�RI�SULYDWL]DWLRQ� DQG�UHIRUP�RI�3(V��7KH�SUHVV�DOVR�SOD\HG�DQ�HIIHFWLYH�UROH�LQ�VWHHULQJ�SXEOLF�RSLQLRQ�DZD\�IURP�RSSRVLWLRQ� WR� VHULRXV� FRQVLGHUDWLRQ� RI� WKH�SULYDWL]DWLRQ�RSWLRQ�� DFFHSWDQFH� DQG�UHDGLQHVV�� DQG�XOWLPDWHO\� WR�DGGUHVVLQJ�DQG�SUHVHQWLQJ� VROXWLRQV� WR� WKH�FKDOOHQJHV�RI�SULYDWL]DWLRQ�7KH�VHFRQG�GHYHORSPHQW²GXH�WR�LQFUHDVHG�SUHVV�IUHHGRP²ZDV�WKH�QHJDWLYH�UROH�SOD\HG� E\� D� IHZ� MRXUQDOV� DQG� SHULRGLFDOV� WKDW� IRVWHUHG� RSSRVLWLRQ� LQ� RUGHU� WR� VWDOOSULYDWL]DWLRQ�� 7KHVH� MRXUQDOV�PDLQO\� UHSUHVHQW� RSSRVLWLRQ� SDUWLHV� RU� SUR�JRYHUQPHQW�LQWHUYHQWLRQ� VFKRROV� RI� WKRXJKW�� ZKLFK� DUH� DJDLQVW� WKH� IUHH�PDUNHW� HFRQRP\�� 7KHVH�MRXUQDOLVWV�H[SUHVVHG�GRXEWV�DERXW�WKH�DELOLW\�RI�D�PDUNHW�HFRQRP\�WR�UHDOL]H�JURZWK�DQG�IDLU�GLVWULEXWLRQ�� WKH�SURFHVVHV�DQG�PHDVXUHV�XVHG�LQ� LPSOHPHQWLQJ�WKH�SURJUDP��YDOXLQJ� FRPSDQLHV� IRU� SULYDWL]DWLRQ�� KRZ� ODERU� LVVXHV� DUH� WDFNOHG�� VDOH� WHFKQLTXHV��µIRUHLJQL]DWLRQ¶�� DQG� VR� IRUWK��7KH�RSSRVLWLRQ�SUHVV� WULHG� WR� VHL]H�DQ\�RSSRUWXQLW\� WR�SRLQW RXW� WKH� FKDOOHQJHV� RU� REVWDFOHV� IDFLQJ� WKH� SURJUDP� WR� GLVFUHGLW� DOO� HIIRUWV� DQG�PRELOL]H� WKH� SXEOLF� DJDLQVW� SULYDWL]DWLRQ�� 6RPH� MRXUQDOV� HYHQ� VRXJKW� WR� SURYRNH�UHDGHUV�MXVW�WR�LQFUHDVH�WKHLU�GLVWULEXWLRQ�$V� SULYDWL]DWLRQ� WRRN� RII� E\� PLG������� LQIRUPDWLRQ RQ� WKH� SURJUDP¶V�DFKLHYHPHQWV� DQG� WKH� SHUIRUPDQFH� RI� 3(V� ZDV� XVHG� E\� VRPH� RI� WKHVH� UHSRUWHUV� WR�
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XQGHUPLQH� WKH� LPDJH� RI� WKH� SXEOLF� VHFWRU�� LWV� OHDGHUV� DQG� FHUWDLQ� VDOHV� WUDQVDFWLRQV��7KLV� OHG� WKH� KROGLQJ� FRPSDQLHV�� RIILFLDOV� IURP� WKH� 0LQLVWU\� RI� 3XEOLF� (QWHUSULVH�6HFWRU� DQG� WKH� 3XEOLF� (QWHUSULVH� 2IILFH� �3(2�� WR� WKLQN� WZLFH� EHIRUH� GLVFORVLQJ�LQIRUPDWLRQ�� WKXV� FUHDWLQJ� D� ULIW� RI� FRPPXQLFDWLRQ� DQG� XQGHUVWDQGLQJ� EHWZHHQ�GHFLVLRQ�PDNHUV�DQG�UHSRUWHUV��0LVFRPPXQLFDWLRQ�UHDFKHG�D�FULWLFDO�VWDJH�ZKHQ�VRPH�UHSRUWHUV SXEOLVKHG� XQWUXH� LQIRUPDWLRQ� DERXW� FRPSDQLHV� ZKRVH� VKDUHV� ZHUH� EHLQJ�RIIHUHG�IRU�SXEOLF�VXEVFULSWLRQ�LQ�WKH�VWRFN�PDUNHW��FDXVLQJ�WKH�FRYHUDJH�UDWHV�IRU�WKH�VKDUHV�LQ�VRPH�FRPSDQLHV�WR�GHFOLQH�
&RQIURQWLQJ�1HJDWLYH�3UHVV,Q� RUGHU� WR� EULGJH� WKH� JDS� EHWZHHQ WKH� JRYHUQPHQW� DQG� WKH�PHGLD� DW� WKDW� VWDJH�� WKH�0LQLVWHU� RI� 3XEOLF� (QWHUSULVH� 6HFWRU� KHOG� D� GDLO\� PHHWLQJ� ZLWK� UHSUHVHQWDWLYHV� DQG�FRUUHVSRQGHQWV�RI�WKH�PDMRU�QHZVSDSHUV�WR�SURYLGH�WKHP�ZLWK�WKH�SURSHU�LQIRUPDWLRQ�DQG� SROLFLHV� WKDW� WKH� SULYDWL]DWLRQ� SURJUDP� ZLOO� IROORZ�� 7KLV� KDV� KHOSHG� DFKLHYH�DFFXUDF\� RI� SXEOLVKHG� LQIRUPDWLRQ�� WKRXJK� VRPH� RSSRVLWLRQ� SDSHUV� VWLOO� FKRRVH� WR�IROORZ�WKHLU�RZQ�DSSURDFK�7KH�&DLUR�&HQWHU�IRU�(FRQRPLF�,QIRUPDWLRQ��ZLWK�WKH�VXSSRUW�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\� )XQG� �,0)��� ZDV� HVWDEOLVKHG� WR� SURYLGH� MRXUQDOLVWV� ZLWK� LQIRUPDWLRQ� QRW�RQO\� RQ� WKH� SURJUDP�� LWV� SURJUHVV� DQG� FKDOOHQJHV�� EXW� DOVR� RQ� HFRQRPLF� DQG� VRFLDO�LVVXHV�� +LJK�OHYHO� VHPLQDUV� DUH� KHOG� UHJXODUO\� IRU� H[SHUWV� DQG� JRYHUQPHQW� RIILFLDOV�LQYROYHG�LQ�WKH�UHIRUP�SURJUDP��7KH�DLP�RI�WKHVH�HYHQWV�LV�WR�H[SRXQG�RQ�WKH�YDULRXV�DVSHFWV� RI� UHIRUP� DQG� UHODWHG� LVVXHV� DQG� SURYLGH� MRXUQDOLVWV�ZLWK� DFFXUDWH�� LQ�GHSWK�LQIRUPDWLRQ�DQG�DQVZHUV�WR�WKHLU�UHOHYDQW�LQTXLULHV�
7KH�5ROH�RI�WKH�3HRSOH¶V�$VVHPEO\7KH�3HRSOH¶V�$VVHPEO\��3$��SOD\HG�DQ�LPSRUWDQW�PRQLWRULQJ�UROH�LQ�WKH�SULYDWL]DWLRQ�SURFHVV�E\�SUHVHQWLQJ�TXHVWLRQQDLUHV�DQG�LQTXLU\�UHTXHVWV�WR�WKH�JHQHUDO�DVVHPEO\�DQG�YDULRXV� VXEFRPPLWWHHV�� ,Q� WZR� \HDUV�� WZR� TXHVWLRQQDLUHV� ZHUH� VXEPLWWHG� E\� RQH�RSSRVLWLRQ�PHPEHU�UHSUHVHQWLQJ�ODERU�FRQFHUQLQJ�WKH�LPSOHPHQWDWLRQ�SURFHGXUHV�DQG�WKH� SROLF\� EHKLQG� DSSRLQWLQJ� FKDLUPHQ� IRU� WKH� ERDUGV� RI� SULYDWL]HG� FRPSDQLHV��$QRWKHU�� ��� LQTXLU\� UHTXHVWV�ZHUH� VXEPLWWHG� UHODWLQJ� WR�SXEOLF�HQWHUSULVH� ORVVHV�DQG�PDQDJHPHQW� HIILFLHQF\��7KHUH�ZHUH� DOVR� ��� TXHVWLRQV� IURP�PDMRULW\� UHSUHVHQWDWLYHV�DGGUHVVLQJ� WKH� YDOXDWLRQ� DQG� SULYDWL]DWLRQ� SURFHVV�� VDOHV� SURFHHGV� DQG� WKHLU�XVH�DOORFDWLRQ�� WKH� VLWXDWLRQ� SUHYDLOLQJ� LQ� WKH� WH[WLOH� VHFWRU�� DQG� UHPXQHUDWLRQ� DQG�ERQXVHV�IRU�WRS�PDQDJHPHQW�LQ�WKH�SULYDWH�VHFWRU��$OWKRXJK�WKHVH�TXHVWLRQQDLUHV�DQG�
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LQTXLU\�UHTXHVWV�DUH�FRQVLGHUHG�H[FHOOHQW�VLJQV�RI�GHPRFUDF\��WKH\�DVVLVWHG�RSSRVLWLRQ�SDUWLHV� LQ� WKHLU� FDPSDLJQ� DJDLQVW� SULYDWL]DWLRQ�� 7KH� IUHTXHQW� LQTXLUHV� E\� PDMRULW\�UHSUHVHQWDWLYHV� FDXVHG� WKRVH� LQ� FKDUJH� RI� WKH� SULYDWL]DWLRQ� SURJUDP� WR� TXHVWLRQ� WKH�GHJUHH�RI�VXSSRUW�IURP�WKH�PDMRULW\�PHPEHUV��
&RQIURQWLQJ�2SSRVLWLRQ�LQ�WKH�/HJLVODWXUH'LUHFW� FRQWDFW�ZLWK�PHPEHUV�RI� WKH�3$�ZDV� HQKDQFHG� WKURXJK�FRQWLQXRXV�PHHWLQJV�ZLWK� WKH� 0LQLVWHU� RI� 3XEOLF� (QWHUSULVH� 6HFWRU�� WKH� RIILFLDOV� IURP� WKH� 0LQLVWU\� DQG�KROGLQJ� FRPSDQLHV�� DV� ZHOO� DV� WKH� PHPEHUV� RI� VSHFLDOL]HG� FRPPLWWHHV� LQ� WKH�$VVHPEO\��WR�FUHDWH�D�GLDORJXH�RQ�WKH�PDLQ�LVVXHV�RI�SULYDWL]DWLRQ�&RPSUHKHQVLYH� GDWDEDVHV� ZHUH� HVWDEOLVKHG� IRU� HDFK� FRPSDQ\� XQGHUJRLQJ�SULYDWL]DWLRQ�WR�IDFLOLWDWH�WKH�SUHSDUDWLRQ�RI�D�:KLWH�%RRN�WR�GLVFORVH�DOO�PHDVXUHV�DQG�SURFHGXUHV� XQGHUWDNHQ� DQG� VKRZ� FRPSOLDQFH� ZLWK� UHOHYDQW� ODZV�� &RSLHV� RI� HDFK�:KLWH�%RRN�ZHUH� VHQW� WR� HYHU\�PHPEHU�RI� WKH�$VVHPEO\��0DQDJHPHQW� LQIRUPDWLRQ�V\VWHPV�DQG�GHFLVLRQ�VXSSRUW�V\VWHPV�DERXW�WKH�SULYDWL]DWLRQ�SURJUDP�ZHUH�FUHDWHG�WR�VXSSRUW�GHFLVLRQ�PDNHUV�DQG�KHOS�WKHP�UHVSRQG�WR�TXHVWLRQQDLUHV�DQG�LQTXLULHV��7KH�GHIHQVH�EXUHDX�ZDV�JLYHQ�DGGLWLRQDO�VXSSRUW�LQ�UHVSRQVH�WR�ODZVXLWV�ILOHG�E\�VRPH�RSSRVLWLRQ�PHPEHUV�RI�WKH�$VVHPEO\�FODLPLQJ�WKDW��DFFRUGLQJ�WR�/DZ������WKH�SULYDWL]DWLRQ� SURFHVV� ZDV� DJDLQVW� WKH� (J\SWLDQ� &RQVWLWXWLRQ�� 7KH� +LJKHU�&RQVWLWXWLRQDO�&RXUW�LVVXHG�D�UHVSRQVH�WKDW�/DZ�����DQG�WKH�SULYDWL]DWLRQ�SURFHHGLQJV�DUH�FRQVWLWXWLRQDO�� ZKLFK�KDG�D�SRVLWLYH�LPSDFW�RQ�WKH�OHJDOLW\�RI�DOO� WKH�WUDQVLWLRQDO�PHDVXUHV�
%��/HJDO�&RQVWUDLQWV
7KH� WUDQVIRUPDWLRQ�RI� WKH�(J\SWLDQ�HFRQRP\�IURP�RQH�JRYHUQHG�E\�WKH�PHFKDQLVPV�RI�VHPL�FHQWUDOL]HG�SODQQLQJ�WR�DQ�HFRQRP\�VWHHUHG�E\�PDUNHW�IRUFHV�ZDV�LPSRVVLEOH�ZLWKRXW� WKH� QHFHVVDU\� OHJLVODWLYH� FKDQJHV�� 7KHVH FKDQJHV� DOORZHG�PDUNHW� IRUFHV� WR�UHSODFH� WKH� JRYHUQPHQW� GHFLVLRQ�PDNHUV� ZKR� UXOH� WKH� ROG� HFRQRPLF� V\VWHP��3ULYDWL]DWLRQ�� WKH� FRUH� RI� WKH� HFRQRPLF� UHIRUP� SURJUDP�� FRXOG� QRW� EH� DFKLHYHG�
� 7KH�+LJKHU�&RQVWLWXWLRQDO�&RXUW�LVVXHG�WKH�IROORZLQJ�MXVWLILFDWLRQ�WR�LWV�YHUGLFW�x $EXVH�RI�WKH�DUWLFOHV�RI�WKH�&RQVWLWXWLRQ�E\�VXEMXJDWLQJ�LW�WR�D�FHUWDLQ�SKLORVRSK\�FRQWUDGLFWV�LWV�DGDSWDELOLW\�WR�VHUYH�QHZ�KRUL]RQV�VRXJKW�E\�WKH�SXEOLF��x 7KH�&RQVWLWXWLRQ�PXVW�QRW�EH�YLHZHG�DV�SUHVHQWLQJ�ILQDO�DQG�HYHUODVWLQJ�VROXWLRQV�WR�WKH�HFRQRPLF�FRQGLWLRQV�WKDW� ZHUH� VXUSDVVHG� E\� FRQWHPSRUDU\� HYROXWLRQ�� 5DWKHU�� LW� VKRXOG� EH� XQGHUVWRRG� LQ� OLJKW� RI� KLJKHU� YDOXHV�DLPLQJ�DW�OLEHUDWLQJ�WKH�QDWLRQ�DQG�WKH�FLWL]HQV�SROLWLFDOO\�DQG�HFRQRPLFDOO\��7KH�&RQVWLWXWLRQ�LV�D�SURJUHVVLYH�GRFXPHQW��LWV�WH[WXUH�EHLQJ�LQ�KDUPRQ\�ZLWK�WKH�VSLULW�RI�WKLV�HUD��x 7KH� &RQVWLWXWLRQ�� GHVSLWH� JXDUDQWHHLQJ� WKH� VR�FDOOHG� µ6RFLDOLVW� 3ULYLOHJHV¶� �LWV� VXSSRUW� DQG� SUHVHUYDWLRQ�SHUFHLYHG�DV�D�SDWULRWLF�REOLJDWLRQ�WKURXJK�$UWLFOH�����SUHVHQWHG�QR�GHILQLWLRQV�IRU�6RFLDOLVP�
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ZLWKRXW� WKH� SURSHU� OHJDO� IUDPHZRUN�� ZKLFK� FRXOG� RQO\� EH� EURXJKW� DERXW� WKURXJK�LPSOHPHQWDWLRQ�RI�DSSURSULDWH�OHJLVODWLRQ�6HYHUDO� JURXSV�� HVSHFLDOO\� LQWHOOHFWXDOV� DGYRFDWLQJ� JRYHUQPHQW� LQWHUYHQWLRQ��SURWHVWHG� DJDLQVW� WKH� OHJDOLW\� RI� SULYDWL]DWLRQ�SUDFWLFHV��7KH\� UHIHUUHG� WR�$UWLFOH�1R�����RI� WKH�&RQVWLWXWLRQ��ZKLFK�VWDWHV� WKDW SXEOLF�RZQHUVKLS�LV� WKH�SHRSOH¶V�RZQHUVKLS�DQG�LV�DVVHUWHG�E\�WKH�FRQWLQXRXV�VXSSRUW�WR�WKH�SXEOLF�VHFWRU��,W�DGGV�WKDW�WKH�SXEOLF�VHFWRU� OHDGV� SURJUHVV� LQ� DOO� VHFWRUV� DQG� DVVXPHV� SULPDU\� UHVSRQVLELOLW\� IRU� WKH�FRXQWU\¶V�GHYHORSPHQW�SODQ��2Q� WKLV� EDVLV�� WKH�RSSRVLWLRQ�FODLPHG� WKDW�DOO�PHDVXUHV�DQG� OHJLVODWLRQ� JRYHUQLQJ� WKH� LPSOHPHQWDWLRQ� RI� WKH� SULYDWL]DWLRQ� SURJUDP� ZHUH�XQFRQVWLWXWLRQDO� DQG� KDG� QR� OHJDO� EDVLV�� ,Q� DQ� DWWHPSW� WR� FULSSOH� WKH� SULYDWL]DWLRQ�HIIRUWV�� D� IHZ� PHPEHUV� RI� WKH� 3HRSOH¶V� $VVHPEO\�� LQFOXGLQJ� KHDGV� RI� RSSRVLWLRQ�SDUWLHV�� ODZ\HUV� DQG� LQWHOOHFWXDOV�� ILOHG� D� ODZVXLW� EHIRUH� WKH� +LJKHU� &RQVWLWXWLRQDO�&RXUW� DVNLQJ� LW� WR� UHQGHU� /DZ� ���� RI� ����� DQG�� LQ� WXUQ�� WKH� HQWLUH� SULYDWL]DWLRQ�SURJUDP�XQFRQVWLWXWLRQDO�$OWKRXJK� WKH� &RQVWLWXWLRQ� SHUPLWV� UHIRUP� DQG� WUDQVIRUPDWLRQ� WR� D� PDUNHW�HFRQRP\�� WKH� ODZV� DQG� UHJXODWLRQV� JRYHUQLQJ� WKH� RUJDQL]DWLRQ� DQG� ZRUNLQJ�SURFHGXUHV� RI� SXEOLF� FRPSDQLHV� ZHUH� KLQGHULQJ� DQ\� SURJUHVV� LQ� UHIRUP� DQG�SULYDWL]DWLRQ�� 3ULRU� WR� ������ SXEOLF� FRPSDQLHV� IXQFWLRQHG� OLNH� JRYHUQPHQWDO�DXWKRULWLHV� DQG� ZHUH� RQO\� FRPSDQLHV� LQ� QDPH�� 7KH\� ZHUH� RUJDQL]HG� XQGHU� ���JRYHUQPHQW�RUJDQL]DWLRQV�RYHUVHHLQJ�WKHLU�PDQDJHPHQW��(DFK�JURXS�RI�RUJDQL]DWLRQV�IHOO� XQGHU� WKH� GRPDLQ� RI� WKH� PLQLVWHU� RI� LWV� VHFWRU� RU� ILHOG� RI� DFWLYLW\�� $ERXW� ���PLQLVWHUV� LQWHUYHQHG� LQ� WKH�GD\�WR�GD\�PDQDJHPHQW�RI� WKHVH�RUJDQL]DWLRQV��E\�YLUWXH�RI�WKHLU�VSHFLDOL]DWLRQ�DQG�RUJDQL]DWLRQ��7KH� ERDUGV� RI� SXEOLF� FRPSDQLHV� GLG� QRW� KDYH� IUHHGRP� LQ�PDQDJHPHQW�� ,Q�PRVW�FDVHV�� LQYHVWPHQW� GHFLVLRQV� ZHUH� GLFWDWHG� E\� WKH� 1DWLRQDO� ,QYHVWPHQW� %DQN�� 7KH�JRYHUQPHQW�ZRXOG�DOVR�LPSRVH�QXPHURXV�QHZ�JUDGXDWHV�RQ�WKHVH�FRPSDQLHV��ZKHWKHU�RU� QRW� PRUH� HPSOR\HHV� ZHUH� QHHGHG�� ,Q� VSLWH� RI� WKH� UHJXODWLRQV� JRYHUQLQJ� ZRUN�SURFHGXUHV� LQ� SXEOLF� FRPSDQLHV�� WKH� JRYHUQPHQW¶V� LQWHUYHQWLRQ� LQ� PDQDJHPHQW�H[WHQGHG�WR�VHWWLQJ�WKH�SULFHV�RI�VDOHV�DQG�SXUFKDVHV��&RQVHTXHQWO\��WKHVH�FRPSDQLHV�ZHUH� QRW� LQGHSHQGHQW� HFRQRPLF� HQWLWLHV�� 7KHLU� HFRQRPLF� UROH� EHFDPH�PLQJOHG�ZLWK�WKH� VRFLDO� UROH� RI� WKH� VWDWH�� UHQGHULQJ� WKHP� VRFLRHFRQRPLF� HQWLWLHV�� 7KLV� OHG� WR�HQWDQJOHG�GHEWV�DQG�FUHGLWV�ZLWK�RWKHU�JRYHUQPHQW�ERGLHV��D�EXUGHQ�WKDW�ZDV�UHIOHFWHG�RQ�WKH�RSHUDWLRQV�RI�WKHVH�FRPSDQLHV�DQG�HYHQWXDOO\�RQ�WKH�VWDWH�EXGJHW�
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7KHVH� HQWDQJOLQJ� UHODWLRQV� EHWZHHQ�3(V� DQG� WKH�JRYHUQPHQW�PDGH� LW� GLIILFXOW� WR�HYDOXDWH� SXEOLF� FRPSDQLHV�� $� SUHUHTXLVLWH� IRU� HYDOXDWLQJ� 3(V� LV� WKHLU� H[LVWHQFH� DV�DXWRQRPRXV� HFRQRPLF� HQWLWLHV� RSHUDWLQJ� LQ� D� FRPPHUFLDO�� VWDEOH� DQG� SURILW�RULHQWHG�PDQQHU�� 8QGHU� JRYHUQPHQW� LQWHUYHQWLRQ�� DVVXPLQJ� D� YDOXDWLRQ�ZDV� FRQGXFWHG�� QHZ�H[WHUQDO� GHFLVLRQV� FRXOG� LPSDFW� WKH� VL]H� RI� LQYHVWPHQW�� RU� ODERU� RU� RWKHU� YDULDEOHV��EHIRUH�WKH�ILQDOL]DWLRQ�RI�WKH�SULYDWL]DWLRQ�WUDQVDFWLRQ��7KLV�ZRXOG�UHQGHU�WKH�YDOXDWLRQ�LQDFFXUDWH�DQG�REVROHWH�DQG�ZRXOG�KDOW�WKH�SULYDWL]DWLRQ�SURFHVV��8QWLO� WKH� ODWH� ����V�� WKH� (J\SWLDQ� 6WRFN� 0DUNHW� ZDV� QRW� SUHSDUHG� WR H[HFXWH�SULYDWL]DWLRQ� WUDQVDFWLRQV��ZKLFK�FRQVWLWXWHG�D�VHULRXV�FRQVWUDLQW��$Q�LQGLFDWRU�RI� WKH�ZHDNQHVV� RI� WKH� PRVW� LPSRUWDQW� FDSLWDO� PDUNHW� LQVWLWXWLRQV�� QDPHO\� WKH� &DLUR� DQG�$OH[DQGULD� 6WRFN� ([FKDQJHV�� ZDV� WKH� YDOXH� RI� WUDQVDFWLRQV� RQ� WKH�PDUNHW�� WRWDOLQJ�RQO\� �(��� PLOOLRQ� LQ� ����� DQG� DYHUDJLQJ� DURXQG� �(� PLOOLRQ� GDLO\�� ZKLFK� LV�H[WUHPHO\� ORZ��7KLV�PRGHVW�YDOXH�ZDV�FRXSOHG�ZLWK�ZHDN� LQVWLWXWLRQV�FRQILQHG� WR�D�OLPLWHG� QXPEHU� RI� EURNHUDJH� DQG� SRUWIROLR� PDQDJHPHQW� FRPSDQLHV� WKDW� EDUHO\�SHUIRUPHG� WKHLU� IXQFWLRQ�� +RZ�� WKHQ�� FRXOG� WKH� VWRFN� PDUNHW� H[SHFW� WR� DEVRUE� WKH�VKDUHV� IURP�SULYDWL]DWLRQ�ZKLFK�PLJKW� UHDFK�VHYHUDO ELOOLRQ�(J\SWLDQ�SRXQGV"�,W�ZDV�HVVHQWLDO�WR�LQWURGXFH�OHJLVODWLRQ�WR�IDFLOLWDWH�WKH�FUHDWLRQ�RI�FDSLWDO�PDUNHW�LQVWLWXWLRQV�FDSDEOH� RI� XQGHUWDNLQJ� WKH� YDULRXV� SULYDWL]DWLRQ� IXQFWLRQV�� WR� UHJXODWH� PRQLWRULQJ�RSHUDWLRQV�DQG�WR�IDFLOLWDWH�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURJUDP�
&RQIURQWLQJ�/HJDO�&RQVWUDLQWV7KH� OHJLVODWLYH� FRQVWUDLQWV� RQ� WKH� RUJDQL]DWLRQ� DQG� PDQDJHPHQW� RI� WKHVH� SXEOLF�FRPSDQLHV�ZHUH�DOO�ILQDOO\�DGGUHVVHG�ZLWK�WKH�LVVXDQFH�RI�/DZ�����LQ�������DOORZLQJ�WKHLU�SULYDWL]DWLRQ��/DZ�����LGHQWLILHG�����SXEOLF�FRPSDQLHV�DQG�DIILOLDWHG�WKHP�ZLWK�KROGLQJ� FRPSDQLHV�� GHFODULQJ� WKHP� WR� EH� SXEOLF� EXVLQHVV� VHFWRU� FRPSDQLHV�� DQG�WKHUHE\� FDQGLGDWHV� IRU� SULYDWL]DWLRQ�� $V� WKH� QDPH� LPSOLHV�� WKH� QHZ� RUJDQL]DWLRQ��PDQDJHPHQW� DQG� FRQWURO� RI� WKHVH� FRPSDQLHV� LV� FRPSDUDEOH� ZLWK� WKDW� RI� EXVLQHVV�HVWDEOLVKPHQWV��%DVHG�RQ�/DZ������3(V�ZHUH�UHDUUDQJHG�XQGHU����KROGLQJ�FRPSDQLHV�PDQDJLQJ� GLYHUVLILHG� SRUWIROLRV�� LQVWHDG� RI� ��� KROGLQJ� FRPSDQLHV� ZLWK� HDFK�VSHFLDOL]HG�LQ�D�VSHFLILHG�VHFWRU�RU�DFWLYLW\��$OO�WKH�FRPSDQLHV�FDPH�XQGHU�WKH�DHJLV�RI�WKH�0LQLVWHU�RI�3XEOLF�(QWHUSULVH�6HFWRU��WKHUHE\�DEROLVKLQJ�DOO�PHDQV�RI�LQWHUYHQWLRQ�E\�JRYHUQPHQW�DXWKRULWLHV�LQ�WKH�FRPSDQLHV¶�PDQDJHPHQW�$�ERDUG�RI�GLUHFWRUV²HOHFWHG�E\�DQG�UHVSRQVLEOH�EHIRUH� WKH�JHQHUDO�DVVHPEO\�RI�WKH� DIILOLDWH²DVVXPHV� WKH� DIILOLDWH¶V�PDQDJHPHQW��$FFRUGLQJ� WR�/DZ������ WKH�ERDUG�
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VHWV� IRUWK� WKH� SROLFLHV� IRU� WKH� DIILOLDWH� DQG�PRQLWRUV� WKHLU� LPSOHPHQWDWLRQ� XQGHU� WKHVXSHUYLVLRQ�RI�WKH�JHQHUDO�DVVHPEO\��7KH�JHQHUDO�DVVHPEO\�RI�WKH�KROGLQJ�FRPSDQ\�LV�UHVSRQVLEOH�IRU�WDNLQJ�GHFLVLRQV�UHODWHG�WR�WKH�VDOH�RI�D�VWDNH�JUHDWHU�WKDQ��� SHUFHQW�RI�LWV�DIILOLDWHV¶�VKDUHV��*RYHUQPHQW� ERGLHV� FDQ� QR� ORQJHU� LPSRVH� GHFLVLRQV� UHODWHG� WR� LQYHVWPHQWV� RQ�SXEOLF� FRPSDQLHV� RU� SURYLGH� ORDQV� JXDUDQWHHG� E\� WKH� JRYHUQPHQW��&RPSDQLHV�PXVW�UHO\�RQ� WKHLU�RZQ�UHVRXUFHV�RU�REWDLQ�EDQN�FUHGLW�RQ�UHJXODU� WHUPV��([FHVV� ODERU�FDQ�QR� ORQJHU� EH� DVVLJQHG� WR� FRPSDQLHV�� DQG� VHOOLQJ� SULFHV� IRU� SURGXFWV²H[FHSW�SKDUPDFHXWLFDOV²DQG�SXUFKDVH�SULFHV�IRU�UDZ�PDWHULDOV�DUH�QR�ORQJHU�GLFWDWHG�E\�WKH�JRYHUQPHQW�DXWKRULWLHV��/DZ�����PDGH�3(V�LQGHSHQGHQW�HFRQRPLF�HQWLWLHV�RSHUDWLQJ�FRPPHUFLDOO\� RQ� JURXQGV� VLPLODU� WR� WKRVH� RI� SULYDWH� EXVLQHVV�� &RQWLQXLQJ� WKH�GHYHORSPHQW SURFHVV�RI�WKH�QHFHVVDU\�OHJLVODWLYH�IUDPHZRUN�GHPDQGHG�HQKDQFLQJ�WKH�FDSLWDO�PDUNHW�DQG� LWV� LQVWLWXWLRQV��7KH�&DSLWDO�0DUNHWV�/DZ�1R�����RI������DQG� LWV�H[HFXWLYH�UHJXODWLRQV�LQWURGXFHG�QHZ�W\SHV�RI�LQVWLWXWLRQV�SUHYLRXVO\�XQNQRZQ�LQ�WKH�(J\SWLDQ�FDSLWDO PDUNHW��WR�UHJXODWH�LWV�RSHUDWLRQV�DQG�FRQWURO��7KLV�ODZ�UHJXODWHG�WKH�HVWDEOLVKPHQW� DQG� QRUPV� RI� LQYHVWPHQW� IXQGV� LQ� (J\SW�� 7KHVH� LQYHVWPHQW� IXQGV�UHSUHVHQW� LQVWLWXWLRQV� WKDW� LQYHVW� WKHLU� VKDUHKROGHUV¶� PRQH\� LQ� SRUWIROLR� VKDUHV� DQG�ERQGV�� /DZ� ��� DOVR� UHJXODWHG� WKH� HVWDEOLVKPHQW�� RSHUDWLRQ� DQG� PRQLWRULQJ� RI�EURNHUDJH�ILUPV�E\�WKH�&DSLWDO�0DUNHWV�$XWKRULW\��DV�ZHOO�DV�WKH�RSHUDWLRQ�RI�SRUWIROLR�PDQDJHPHQW�� VKDUH� SURPRWLRQ� FRPSDQLHV� DQG� XQGHUZULWLQJ� ILUPV�� DPRQJ� RWKHUV��ZKLFK�DUH�HVVHQWLDO�IRU�WKH�VXFFHVV�RI SULYDWL]DWLRQ�SURJUDPV��7KH�ODZ�DOVR�LQWURGXFHG�WKH� LGHD� RI� (PSOR\HH� 6KDUHKROGHU� $VVRFLDWLRQV� �(6$V�� IRU� SXEOLF� DQG� SULYDWH�HQWHUSULVHV� DQG� WKHLU� HVWDEOLVKPHQW� DV� LQGHSHQGHQW� HQWLWLHV��:RUNHUV� FRXOG�EX\� WKHLU�FRPSDQLHV¶�VKDUHV� WKURXJK� WKHVH�DVVRFLDWLRQV�DQG�UHSD\� WKURXJK�WKH�DQQXDO�GLYLGHQG�\LHOG�� ,Q� ������ (J\SW¶V� OHJDO� HQYLURQPHQW� EHJDQ� WR� SUHSDUH� IRU� SULYDWL]DWLRQ�WUDQVDFWLRQV��7KH�SURJUDP�DFTXLUHG�VWURQJ�PRPHQWXP��DQG�FDSLWDO�PDUNHW�LQVWLWXWLRQV�LQFUHDVHG�IURP�VHYHQ�ILUPV�DW� WKH�HQG�RI� WKH�����V� WR����� ILUPV�E\�WKH�HQG�RI�������7DEOH�����
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7DEOH����,QVWLWXWLRQV�RI�WKH�(J\SWLDQ�&DSLWDO�0DUNHWV�$XWKRULW\��HQG�RI�����7\SH�RI�,QVWLWXWLRQ 1XPEHU%URNHUDJH�ILUPV ���8QGHUZULWHUV�DQG�SRUWIROLR�PDQDJHUV ��,QYHVWPHQW�IXQGV ��,QYHVWPHQW�IXQG�PDQDJHPHQW �'HSRVLWDU\�LQVWLWXWLRQV �5HFRUG�PDQDJHPHQW�ILUPV �&OHDUDQFH�KRXVHV �6HFXULWLHV�YDOXDWLRQ�DQG�UDWLQJ�FRPSDQLHV �7RWDO ���6RXUFH��7KH�&DSLWDO�0DUNHWV�$XWKRULW\¶V�LQWHUQDO�UHSRUWV��$SULO������
,,,���,PSOHPHQWDWLRQ�&RQVWUDLQWV
$��6RFLDO &RQVWUDLQWV$� PDMRU� FKDUDFWHULVWLF� RI� WKH� (J\SWLDQ� HFRQRP\� IRU� VHYHUDO� GHFDGHV� KDV� EHHQ� WKH�GRPLQDWLRQ�RI�VRFLDO�FRQVLGHUDWLRQV�RYHU�HFRQRPLF�HIILFLHQF\��7KLV�PDQLIHVWHG�LWVHOI�LQ� YDULRXV� SUDFWLFHV�� WKH�PRVW� QRWDEOH� RI�ZKLFK�ZDV� WKH� JRYHUQPHQW¶V� DOORFDWLRQ� RI�ODERU� WR�JRYHUQPHQW�HQWLWLHV�DQG�SXEOLF�VHFWRU�FRPSDQLHV�DQG�HQWHUSULVHV��DV�DOUHDG\�PHQWLRQHG��7KLV� VHUYHG� WR�DEVRUE� WKH� LQIORZ�RI�QHZ�ODERU�� UHJDUGOHVV�RI� WKH�RSWLPDO�QXPEHU� RI� HPSOR\HHV� UHTXLUHG� E\� HDFK� RUJDQL]DWLRQ�� 7KLV� RYHUVWDIILQJ� LQIODWHG� WKH�SXEOLF�VHFWRU��ZKLFK�ZDV�HVWLPDWHG�DW�WZLFH�WKH�QHFHVVDU\�ZRUNIRUFH�DQG�PDGH�VWDWH�RZQHG� FRPSDQLHV�� D� EDVWLRQ� RI� UHGXQGDQW� ODERU��7DEOH� �� VKRZV� WKH� VL]H� RI� ODERU� LQ�SXEOLF�HQWHUSULVHV� LQ����������SULRU� WR� ODERU� UHVWUXFWXULQJ�HIIRUWV�� DV�D� UHSUHVHQWDWLYH�VDPSOH�RI�WKH�SXEOLF�VHFWRU�DW�ODUJH�7KHUH�LV�QR�GDWD�RQ�WKH�VFRSH�RI�UHGXQGDQW�ODERU��KRZHYHU��WKHUH�DUH�HVWLPDWHV�E\�WKH�PDQDJHPHQW� RI� WURXEOHG� FRPSDQLHV��7KHVH� HVWLPDWHV� LQGLFDWH� WKDW�3(V� FXUUHQWO\�HPSOR\� DURXQG� �������� UHGXQGDQW� ZRUNHUV�� PRVW� RI� ZKRP� ZRUN� LQ� WKH� ILQDQFLDO��DGPLQLVWUDWLYH� DQG� VHUYLFH� GHSDUWPHQWV�� 7KHVH� HVWLPDWHV� XQGRXEWHGO\� UHSUHVHQW�GLVJXLVHG�XQHPSOR\PHQW�� LQ� OLJKW�RI� WKH� OHYHO�RI� WHFKQRORJ\�XVHG�DQG� WKH�SUHYDLOLQJ�RUJDQL]DWLRQ� LQVLGH� WKHVH� 3(V�� 7KH� UHVWUXFWXULQJ� DQG�PRGHUQL]DWLRQ� DW� WKH WHFKQLFDO�DQG� PDQDJHULDO� OHYHOV� ZLOO� UHYHDO� HYHQ� PRUH� H[FHVV� ODERU�� HVSHFLDOO\� LI� DGYDQFHG�WHFKQRORJLHV�ZHUH�LQWURGXFHG�



(&(6�:3 ���.KDWWDE�����

��

7DEOH�����1XPEHU�RI�:RUNHUV�LQ�3(V�XQGHU�/DZ�����RI�����+ROGLQJ�&RPSDQ\ 1XPEHU�RI�:RUNHUV $YHUDJH�6DODU\�SHU�:RUNHU 7RWDO�6DODULHV��(�PLOOLRQ�6SLQQLQJ�DQG�ZHDYLQJ ������ ����� ���7H[WLOH�PDQXIDFWXULQJ�DQG�WUDGH ������ ����� ���&RWWRQ�DQG�IRUHLJQ�WUDGH ������ ����� ���(QJLQHHULQJ�LQGXVWULHV ������ ����� ���0HWDOOXUJLFDO�LQGXVWULHV ������ ����� ���0LQLQJ�DQG�UHIUDFWRULHV ������ ����� ���&KHPLFDO�LQGXVWULHV ������ ����� ���3KDUPDFHXWLFDO�LQGXVWULHV ������ ����� ���)RRG�LQGXVWULHV ������ ����� ���0LOOV�DQG�VLORV ������ ����� ���$JULFXOWXUDO�GHYHORSPHQW ������ ����� ���1DWLRQDO�FRQVWUXFWLRQ ������ ����� ���(OHFWULFDO�FRQVWUXFWLRQ ������ ����� ���+RXVLQJ��WRXULVP�DQG�FLQHPD ������ ����� ���0DULWLPH�WUDQVSRUW ������ ����� ���7UDQVSRUW ������ ����� ���7RWDO ������� ����� �����6RXUFH� 7KH�0LQLVWU\�RI�3XEOLF�(QWHUSULVH�6HFWRU�7DEOH���LQGLFDWHV�WKDW�H[FHVV ODERU�LQ�3(V�UHSUHVHQWV�DURXQG��� SHUFHQW�RI�WKH�WRWDO�ODERU� IRUFH� LQ� WKRVH� FRPSDQLHV�� 7KH� VRFLDO� SUHVVXUHV� RI� H[FHVV� ODERU� FRQVWLWXWH� D�VHULRXV� FRQVWUDLQW� DQG� D� UHDO� FKDOOHQJH� IRU� WKH� (J\SWLDQ� SULYDWL]DWLRQ� SURJUDP�� 7KH�LVVXH�RI�KRZ�WR�GHDO�ZLWK�H[FHVV�ODERU�LQ�3(V�ZKHQ�UHVWUXFWXULQJ�DQG�SULYDWL]LQJ��LV�D�JUHDW� VRXUFH�RI� FRQFHUQ� IRU� ODERU� DQG� WKH�SXEOLF�� ,Q� WXUQ�� LW� FUHDWHV� UHVLVWDQFH� WR� WKH�SURJUDP�IURP�VRPH�ODERU�JURXSV��SURYLGLQJ�FULWLFV�ZLWK�DPPXQLWLRQ�WR�XQGHUPLQH�WKH�SULYDWL]DWLRQ�HIIRUW��µ5HWLULQJ¶�DOPRVW���������ZRUNHUV�IURP�3(V�ZLOO�SXW�SUHVVXUH�RQ�WKH�MRE�PDUNHW��ZLWK�QHDUO\���� PLOOLRQ�SHRSOH�DOUHDG\�XQHPSOR\HG��,W�LV�ZRUWK�PHQWLRQLQJ�WKDW�PRVW�XQHPSOR\HG� SHRSOH� DUH� ORRNLQJ� IRU� MREV� LQ� ILHOGV� WKDW� DUH� DOUHDG\� VDWXUDWHG� LQ� WKH�SXEOLF� VHFWRU�� 7KH HDUO\� UHWLUHPHQW� RI� WKLV� H[FHVV� ODERU� IRUFH� UHTXLUHV� SD\LQJ�FRPSHQVDWLRQ�SDFNDJHV�DYHUDJLQJ��(�������SHU�ZRUNHU��7KXV�LQ�RUGHU�WR�FDUU\�RXW�WKH�UHWLUHPHQW� SURJUDP� IRU� H[FHVV� ODERU�� FRPSDQLHV� PXVW� JDWKHU� IXQGV� DPRXQWLQJ� WR��(��� ELOOLRQ� LQ� WKUHH� WR� IRXU� \HDUV�� DYHUDJLQJ� DURXQG� �(��� ELOOLRQ� DQQXDOO\�� 7KLV�H[FHHGV�WKH�DYDLODEOH�ILQDQFHV�HVWLPDWHG�DW�DURXQG��(� ELOOLRQ��UHSUHVHQWLQJ�RQH�VL[WK�RI�WKH�VDOHV�SURFHHGV�IRUHFDVWHG�IRU�WKH�FRPLQJ�WKUHH�WR�IRXU�\HDUV�RI�WKH�SURJUDP�7DEOH�����(VWLPDWH�RI�([FHVV�/DERULQ�(J\SW¶V�3XEOLF�(QWHUSULVHV&DWHJRU\�RI�&RPSDQLHV 6L]H�RI�([FHVV�/DERU��ZRUNHUV�0RUH�WKDQ����ORVLQJ�FRPSDQLHV ������0RUH�WKDQ����RWKHU�ORVLQJ�FRPSDQLHV �����������FRPSDQLHV�UHDOL]LQJ�PRGHVW�SURILW �������7RWDO�H[FHVV�ODERU �������6RXUFH��7KH�0LQLVWU\�RI�3XEOLF�(QWHUSULVH�6HFWRU�
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,W� LV�� WKHUHIRUH�� DSSDUHQW� WKDW� ZRUNHUV¶� FRQFHUQV�� WKH� LQFUHDVH� LQ� XQHPSOR\PHQW�DQG� WKH� ODFN� RI� UHVRXUFHV� QHHGHG� WR� SD\� FRPSHQVDWLRQV� IRU� WKH� UHWLUHPHQW� VFKHPH�UHSUHVHQW� YDOLG� DQG� FULWLFDO� FRQVWUDLQWV� WR� WKH� SURJUHVV� RI (J\SW¶V� SULYDWL]DWLRQ�SURJUDP�
&RQIURQWLQJ�6RFLDO�&RQVWUDLQWV
'LDORJXH�ZLWK�/DERU�8QLRQV�DQG�&RPPLWWHHV�
&RQIURQWLQJ� WKHVH� VRFLDO� FRQVWUDLQWV� DQG� DFFRPPRGDWLQJ� ODERU¶V� FRQFHUQV� ZHUH�HVVHQWLDO� WR� WKH� SULYDWL]DWLRQ� SURFHVV�� 7KH� DXWKRULWLHV� GHYHORSHG� D� V\VWHP� RI� VKDUHG�GHFLVLRQ�PDNLQJ� LQ� RUGHU� WR� PDNH� WKH� SURFHVV� WUDQVSDUHQW� DQG� SDUWLFLSDWRU\�� 7KH�0LQLVWU\� RI� 3XEOLF� (QWHUSULVH� 6HFWRU� DQG� KROGLQJ� FRPSDQLHV� KDYH� QRW� WDNHQ� DQ\�GHFLVLRQV� SULRU� WR� QHJRWLDWLRQV� ZLWK� XQLRQV�� WKH� 0LQLVWU\� RI� 0DQSRZHU� DQG� WKH�*HQHUDO�8QLRQ�IRU�(J\SWLDQ�:RUNHUV� WR�DWWDLQ�D�FRQVHQVXV��/DERU�FRPPLWWHHV� LQ� WKH�FRQFHUQHG� FRPSDQLHV� DWWHQGHG� WKH� HDUOLHVW� VWDJHV� RI� WKH� GLDJQRVWLF� VWXG\� RI� ORVLQJ�FRPSDQLHV� DQG� SDUWLFLSDWHG� LQ� WKH� GLVFXVVLRQ� RI� WKH� PDQDJHPHQW¶V� SURSRVDOV� IRU�GHDOLQJ�ZLWK� H[FHVV� ODERU��6XFK�PHHWLQJV� UHYHDOHG� D�KLJK� OHYHO�RI�DZDUHQHVV�RQ� WKH�SDUW� RI� XQLRQ� UHSUHVHQWDWLYHV� DQG� DQ� DSSUHFLDWLRQ� RI� WKH� QHHG� IRU� UHIRUP�� 7KLV�DSSURDFK� WR� GHFLVLRQ� PDNLQJ� OLPLWV� RSSRVLWLRQ� WR� WKRVH� VHFWRUV� ZLWK� SROLWLFDO�LGHRORJLHV� WKDW� UHMHFW� WKH� SURFHVV� RI� WUDQVIRUPDWLRQ� WR� D� IUHH� PDUNHW� HFRQRP\�� ,W�QHXWUDOL]HV� WKH� PDMRULW\� RI� ZRUNHUV� DQG� ZLQV� WKHLU� QHFHVVDU\� VXSSRUW� IRU� UHIRUP�HIIRUWV�
2IIHULQJ�:RUNHUV�6SHFLDO�3ULYLOHJHV�WKURXJK�WKH�3ULYDWL]DWLRQ�3URJUDP7KURXJK�(6$V��ZRUNHUV�LQ�SXEOLF�HQWHUSULVH�FDQ�EX\��� SHUFHQW�RI�WKH�VKDUHV�LQ�WKHLU�FRPSDQLHV�WKDW�DUH�VROG�WR�VWUDWHJLF�LQYHVWRUV�RU�WKH�VWRFN�PDUNHW��7KHLU�VKDUH�LV�WDNHQ�EHIRUH�SURUDWLQJ�WKH�RIIHUHG�VKDUHV�ZLWK�D�GLVFRXQW�RI��� SHUFHQW�RQ�WKH�VHOOLQJ�SULFH��(6$V� DUH� DOVR� JUDQWHG� FUHGLW� IDFLOLWLHV� IRU� WKH� WHUP� RI� UHSD\PHQW� RI� WKH� SXUFKDVHG�VWDNH�UDQJLQJ�IURP�HLJKW�WR�WHQ�\HDUV�RQ�DQQXDO�LQVWDOOPHQWV��WKXV�HQDEOLQJ�HPSOR\HH�VKDUHKROGHUV� WR� UHSD\� IURP� WKHLU� GLYLGHQG� \LHOG�� 6XFK� SULYLOHJHV� HQKDQFH� ZRUNHUV¶�VXSSRUW� DQG� LQYROYH� WKHP� LQ� WKH�SULYDWL]DWLRQ� HIIRUWV��7KH\�FDQ�REVHUYH� WKH�SRVLWLYH�LPSDFW� RI�SULYDWL]DWLRQ� DQG� UHWDLQ�D� IHHOLQJ�RI� OR\DOW\� WR� WKHLU�FRPSDQ\�HYHQ�DIWHU� LW�VKLIWV�WR�WKH�SULYDWH�VHFWRU�
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6HOOLQJ�WKH�0DMRULW\�6WDNH�RI�&RPSDQLHV�WR�(6$V2QH� ZD\� WKURXJK� ZKLFK� (J\SW¶V� HFRQRPLF� UHIRUP� SURJUDP²SDUWLFXODUO\� LWV�SULYDWL]DWLRQ�HIIRUW²ZDV�DEOH�WR�DSSHDVH�ZRUNHUV¶�FRQFHUQV�ZDV�WKH�FRPSOHWH�VDOH�RI�FRPSDQLHV�WR�(6$V�UHSUHVHQWLQJ�WKH�ZRUNHUV��7KH�SURJUDP��LQ�IDFW��ZLWQHVVHG�WKH�IXOO�VDOH�RI����FRPSDQLHV�WR�(6$V�EHIRUH����-DQXDU\�������RI�ZKLFK����FRPSDQLHV�FDPH�IURP�WKH�SXEOLF�ZRUNV�DQG�ODQG�UHFODPDWLRQ�VHFWRUV��VL[�IURP�WKH�ULFH�PLOOLQJ��DQLPDO�IHHG�DQG�SDVWD�SURGXFWLRQ�VHFWRU��DQG�ILYH�IURP�WKH�PDULWLPH�WUDQVSRUW�VHFWRU��WKLV�LQ�DGGLWLRQ�WR�ILYH�LQODQG�WUDQVSRUW�FRPSDQLHV��7KHVH�FRPSDQLHV�ZHUH�VROG�DW�UHDVRQDEOH�SULFHV²QRUPDOO\�WKH�ERRN�YDOXH�ZLWK�UHSD\PHQW�RYHU�HLJKW�WR�WHQ�\HDUV��7KH�KROGLQJ�FRPSDQ\� DOVR� SURYLGHV� WHFKQLFDO� DQG� ILQDQFLDO� VXSSRUW� LQ� WKH� IRUP� RI� VRIW� ORDQV� DW�RQO\� � SHUFHQW� VLPSOH� LQWHUHVW� WR� HQDEOH� FRPSDQLHV� WR� LPSURYH�� JURZ� DQG� SUHVHUYH�WKHLU�RSHUDWLRQV�DQG�HPSOR\HHV�
,PSOHPHQWLQJ�WKH�(DUO\�5HWLUHPHQW�6\VWHP�7KH� RSWLRQDO� HDUO\� UHWLUHPHQW� V\VWHP� KDV� EHHQ� LPSOHPHQWHG� LQ� 3(V� VXIIHULQJ� IURP�H[FHVV� ODERU�� ,W�ZDV�GHVLJQHG� LQ�FRQMXQFWLRQ�ZLWK�XQLRQ�FRPPLWWHHV�� WKH�0LQLVWU\�RI�0DQSRZHU� DQG� WKH *HQHUDO�8QLRQ� IRU� (J\SWLDQ�:RUNHUV�� DQG�ZDV� DSSURYHG� E\� WKH�+LJKHU� 0LQLVWHULDO� &RPPLWWHH� IRU� 3ULYDWL]DWLRQ� DWWHQGHG� E\� WKH� 0LQLVWHU� RI�0DQSRZHU�� 7KLV� V\VWHP� DOORZV� ZRUNHUV� WR� UHTXHVW� HDUO\� UHWLUHPHQW� LQ� UHWXUQ� IRU� D�WHUPLQDWLRQ� ERQXV� RI� DW� OHDVW� �(������� DQG� D� PD[LPXP� RI� �(�������� 7KH� UHTXHVW�VKRXOG�EH�PDGH�E\�WKH�ZRUNHU��7KH�ZRUNHU¶V�DJH�PXVW�UDQJH�IURP����WR����\HDUV�IRU�PDOHV�� DQG� ��� WR� ��� IRU� IHPDOHV�� $SSOLFDQWV�PXVW� KDYH� D�PLQLPXP� RI� ��� \HDUV� RI�VHUYLFH�DQG�PXVW�VXEVFULEH�WR�VRFLDO�LQVXUDQFH�WR�EH�HOLJLEOH�IRU�WKH�PRQWKO\�SHQVLRQ�IURP�WKH�FRPSDQ\�DIWHU�UHWLUHPHQW�,Q�LWV�ILUVW�VWDJH��WKH�V\VWHP�LV�DSSOLHG�WR�ORVLQJ�FRPSDQLHV�VXEMHFW�WR�OLTXLGDWLRQ�RU�VROG�DV�DVVHWV�RU�VHSDUDWH�XQLWV��DQG�WR�WKH�ORVLQJ�FRPSDQLHV�XQGHU�UHVWUXFWXULQJ�SULRU�WR� VDOH�� 8QWLO� 'HFHPEHU� ������ WKLV� V\VWHP� ZDV� DSSOLHG� WR� ������� ZRUNHUV�� 2QO\�FRPSDQLHV�WKDW�DUH�QRW�YLDEOH��FDQQRW�EH�UHVWUXFWXUHG��DQG�WKDW�PXVW�EH�OLTXLGDWHG�DUH�DOORZHG� WR� DSSO\� WKLV� V\VWHP�� 7KLV� LV� GRQH� WKURXJK� D� MRLQW� GHFLVLRQ�ZLWK� WKH� XQLRQ�FRPPLWWHHV�� HVSHFLDOO\� IRU� ZRUNHUV� ZKR� GR� QRW� PHHW� WKH� DERYH� FRQGLWLRQV�� DQG�SDUWLFXODUO\� WKRVH� ZKR� IDOO� EHORZ� WKH� UHTXLUHG� DJH� DQG� ZKR� DUH� QRW� HQWLWOHG� WR� D�PRQWKO\� SHQVLRQ�� $� IHZ� KROGLQJ� FRPSDQLHV� DVVXPH� UHVSRQVLELOLW\� IRU� WKH�UHKDELOLWDWLRQ� RI�ZRUNHUV� WKURXJK� WKH�6RFLDO�)XQG� IRU�'HYHORSPHQW��ZKLFK�SURYLGHV�WUDQVIHU�WUDLQLQJ�IRU�\RXQJHU�ZRUNHUV�WR�HTXLS�WKHP�IRU�WKH�UHTXLUHPHQWV�RI�WKH�ODERU�
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PDUNHW�� ,Q�VSLWH�RI� WKH� IDFW� WKDW� WKLV� WHFKQLTXH�VKRXOG�EH�WKH�SULPDU\�PHWKRG�WR�GHDO�ZLWK�WKH�H[FHVV�ODERU�SUREOHP��LW�ZDV�DSSOLHG�LQ�(J\SW�RQO\�RQ�D�OLPLWHG�VFDOH�7R� ILQDQFH� WKH� HDUO\� UHWLUHPHQW� SODQ� RI� H[FHVV� ODERU� LQ� 3(V�� (J\SW� DGRSWHG� D�VSHFLDO�V\VWHP�WKDW�DOORZV�KROGLQJ�FRPSDQLHV�WR�UHWDLQ�RQH�WKLUG�RI�WKH�VDOH�SURFHHGV�DQG�DVVHWV��ZKLOH�WZR�WKLUGV�JRHV�WR�WKH�0LQLVWU\�RI�)LQDQFH��7KH KROGLQJ�FRPSDQ\¶V�SRUWLRQ� LV�QRUPDOO\�XVHG�WR�SD\�UHWLUHPHQW�FRPSHQVDWLRQ�IRU� WKRVH�ZKR�FKRRVH�HDUO\�UHWLUHPHQW�� DORQJ�ZLWK� WKH� VHWWOHPHQW� RI� DIILOLDWHV¶� GHEWV�� 7KH�0LQLVWU\� RI� )LQDQFH¶V�VKDUH�LV�XVHG�WR�VHWWOH�SXEOLF�GHEWV�+ROGLQJ� FRPSDQLHV� KDYH� DOUHDG\ XVHG� WKH� RQH�WKLUG� DOORFDWHG� WR� WKHP� LQ� WKH�SD\PHQW�RI��(��� ELOOLRQ�LQ�FRPSHQVDWLRQ�WR��������ZRUNHUV�ZKR�UHWLUHG�HDUO\��7KXV��WKHUH� KDV� EHHQ� D� JRRG�PDWFK� EHWZHHQ� UHVRXUFH� LQIORZV� IURP� SULYDWL]DWLRQ� SURFHHGV�DQG�RXWIORZV�LQ�FRPSHQVDWLRQ�IRU�H[FHVV�ODERU� 7KLV�LV�EHFDXVH�WKH�VDOH�RI�SURILWDEOH�FRPSDQLHV� RFFXUUHG� VLPXOWDQHRXVO\� ZLWK� DQG� SDUDOOHO� WR� WKH� UHVWUXFWXULQJ� RI�FRPSDQLHV�ZLWK�ILQDQFLDO�DQG�ODERU�GLIILFXOWLHV�WR�WXUQ�WKHP�LQWR�YLDEOH�DQG�SURILWDEOH�XQLWV� UHDG\� IRU� VDOH� LQ� VXFFHVVLYH� VWDJHV��$V� ORQJ� DV� WKHUH� DUH� SURILWDEOH� FRPSDQLHV�WKDW�FDQ�EH�VROG��DQG�ZKLFK�DUH�QRW�EXUGHQHG�ZLWK�H[FHVV�ODERU��WKH�ODERU�UHVWUXFWXULQJ�RI� ORVLQJ� FRPSDQLHV� ZLOO� EH� SRVVLEOH� ZLWK� WKH� DYDLODEOH� UHVRXUFHV� IURP� WKH�SULYDWL]DWLRQ�SURFHHGV��7KH�LVVXH�RI�ILQDQFLQJ�HDUO\�UHWLUHPHQWV�EHFRPHV�XUJHQW�ZLWK�WKH�GHFOLQH�RI� WKH�UHPDLQLQJ�SURILWDEOH�FRPSDQLHV�DQG�ZLWK�WKH�SUHSDUDWLRQ�RI�ORVLQJ�FRPSDQLHV�DQG�PRGHVWO\�SURILWDEOH�RQHV��ZKLFK�VXIIHU�IURP�YDU\LQJ�GHJUHHV�RI�H[FHVV�ODERU��IRU�EHLQJ�VROG��7KH�KROGLQJ�FRPSDQLHV�WRGD\�KDYH��������UHTXHVWV�IRU�HDUO\�UHWLUHPHQW��UHTXLULQJ��(� ELOOLRQ�LQ�IXQGV��7KH�0LQLVWU\�RI�3XEOLF�(QWHUSULVH�6HFWRU�LV�FXUUHQWO\�FRQVLGHULQJ�GLIIHUHQW�PHDQV�RI�ILQDQFLQJ�SUHVHQW�DQG�IXWXUH�UHWLUHPHQWV��6ROXWLRQV�LQFOXGH��UDLVLQJ�D�V\QGLFDWHG�ORDQ�ZLWK�EDQNV�LQ�IRUHLJQ�RU�ORFDO�FXUUHQF\�XVLQJ�HLWKHU�XQXWLOL]HG�ODQG�RU�VKDUHV�RZQHG�E\�KROGLQJ�FRPSDQLHV�DV�FROODWHUDO��VHOOLQJ�YDOXDEOH�H[FHVV�UHDO�HVWDWH�DQG�SODFLQJ� WKH�SURFHHGV�LQ�D�ILQDQFH�SRRO�IURP�ZKLFK�RWKHU�KROGLQJ�FRPSDQLHV�FDQ�GUDZ�WR�VHWWOH�GXHV�UHODWHG�WR�HDUO\ UHWLUHPHQWV��DQG�LVVXLQJ�ERQGV�RQ�WKH�JRYHUQPHQW��ZLWK�EDQN�FROODWHUDOV��SULYDWL]DWLRQ�ERQGV���IRU�PHGLXP�WHUP�PDWXULW\�RI�WKUHH�WR�ILYH�\HDUV� WR� ILQDQFH� HDUO\� UHWLUHPHQW�� WKHUHE\� DPRUWL]LQJ� WKH� EDODQFH� IURP� WKH� KROGLQJ�FRPSDQ\¶V� VKDUH� LQ� SULYDWL]DWLRQ� SURFHHGV�� 7KH� (J\SWLDQ� H[SHULHQFH� ZLWK�SULYDWL]DWLRQ� FDQ� WKXV� EH� FKDUDFWHUL]HG� E\� D� VPRRWK� JUDGXDOLVP�� ODERU� VXSSRUW� DQG�FRQVLGHUDWLRQ� RI� WKH� VRFLDO� SDUDPHWHUV�� 7KH� PDMRU� WKUHDW� WR� WKH� SURJUDP� KRZHYHU��VHHPV�WR�EH�WKH�VRFLDO�SDUDPHWHU��SDUWLFXODUO\�WKH�SUREOHP�RI�H[FHVV�ODERU��



(&(6�:3 ���.KDWWDE�����

��

7KH� FULVLV� VLWXDWLRQ�PD\� RFFXU� GXH� WR� WKH� UHWLULQJ� RI� D� KXJH� QXPEHU� RI�ZRUNHUV�HVSHFLDOO\�\RXQJHU�RQHV��ZKR�PD\�VWD\�MREOHVV�ZLWK�WKH�DVVXPSWLRQ�WKDW�LW�LV�WKH�UROH�RI� WKH�JRYHUQPHQW� WR� FRPSHQVDWH� WKHP��7KHUH� LV� FRQFHUQ� WKDW� µUHWLUHG¶�ZRUNHUV�ZLOO�TXLFNO\� VSHQG� WKHLU� FRPSHQVDWLRQ� PRQH\� DQG� WKHQ� UHWXUQ� WR� WKH� JRYHUQPHQW� DQG�SXEOLF�VHFWRU�WR�ILQG�MREV��,I�WKLV�KDSSHQV��UHVHQWPHQW�ZLOO�EXLOG�XS�DQG�PD\�FDWDO\]H�JUHDW�RSSRVLWLRQ�WR�SULYDWL]DWLRQ��SDUWLFXODUO\�DPRQJ�ZRUNHUV��,W�LV��WKHUHIRUH��HVVHQWLDO�WR�H[SDQG�WKH�HVWDEOLVKPHQW�RI�LQVWLWXWLRQV�WR�ILQDQFH�DQG�IDFLOLWDWH�WKH�GHYHORSPHQW�RI�VPDOO�DQG�PHGLXP�LQGXVWULHV�WR�DEVRUE�WKH�H[FHVV�ODERU�XQGHU�WKH�DJH�RI�����,W�LV�DOVR�QHFHVVDU\� WR� GHYHORS� QHZ� LQFHQWLYHV�� RWKHU� WKDQ� FDVK� FRPSHQVDWLRQ�� IRU� HDUO\�UHWLUHPHQW�RI�\RXQJHU�ZRUNHUV�
%��7KH�&KDOOHQJH�RI�(QWHUSULVH�9DOXDWLRQ�
9DOXDWLRQ� LV� WKH� ILUVW� VWHS� LQ� WKH� SURFHVV� RI� SUHSDULQJ� SXEOLF� HQWHUSULVHV� IRU� VDOH��9DOXDWLRQ�DIIHFWV�DOO� VXFFHVVLYH� VWHSV�� VR�PXFK�VR� WKDW� WKH�PDLQ�DIWHU�VDOH�FULWLFLVPV�DUH�RIWHQ�DERXW�WKH�YDOXDWLRQ��7KH�YDOXDWLRQ�SURFHVV�LV�D�PL[�RI�ERWK�VFLHQFH�DQG�DUW��VLQFH� LW� UHTXLUHV� WKH� DSSOLFDWLRQ� RI� YDULRXV� ZHOO�NQRZQ� WHFKQLTXHV� DQG� SULQFLSOHV��FRXSOHG� ZLWK� VSHFLDO� VNLOOV� DQG� PHWKRGRORJLHV� ZKLFK� UHODWH� WR� HDFK� XQLTXH� FDVH� RU�FRPSDQ\�� 7KH� PD[LPL]DWLRQ� RI� WKH� VDOH� YDOXH� FRXOG� EH� DFKLHYHG� E\� VHOOLQJ� D� IHZ�XQXWLOL]HG�RU�XQSURILWDEOH�DVVHWV�VHSDUDWHO\�SULRU�WR�WKH�VDOH�RI�WKH�FRPSDQ\�DV�D�JRLQJ�FRQFHUQ²VXFK�FDVH�ZRXOG�EHVW�LOOXVWUDWH�WKH�µDUWLVWLF¶�SDUW�RI�YDOXDWLRQ�
2EVWDFOHV�LQ�WKH�9DOXDWLRQ�3URFHVV7KH�ILUVW�REVWDFOH�WR�WKH�YDOXDWLRQ�SURFHVV�HPHUJHV�IURP�WKH�QXPHURXV�DSSURDFKHV�WR�YDOXDWLRQ�DQG�WKH�KLJK�SUREDELOLW\�RI�REWDLQLQJ�GLIIHUHQW�UHVXOWV�IURP�HDFK�WHFKQLTXH��7KH�PDMRU�WHFKQLTXHV�DUH�x 7KH�1HW�%RRN�9DOXH�RI�WKH�&RPSDQ\7KLV�PHWKRG� UHIOHFWV� WKH� KLVWRULFDO�ZRUWK� RI� WKH� FRPSDQ\� DQG� LV� UHSUHVHQWHG� E\� WKH�ERRN�YDOXH�RI�QHW�HTXLW\²SDLG�XS�FDSLWDO��UHVHUYHV��UHWHQWLRQV��DQG�SURYLVLRQV�WKDW�GR�QRW�FRYHU�UHDO�ULVNV��7KLV�DOVR�HTXDOV�WKH�WRWDO�DVVHW�YDOXH�DIWHU�GHGXFWLQJ�OLDELOLWLHV�DQG�SURYLVLRQV�PDGH�DJDLQVW�SRVVLEOH�ULVNV��x 7KH�$GMXVWHG�%RRN�9DOXH�0HWKRG7KLV�PHWKRG�LV�DSSOLHG�WR�REWDLQ�D�EHWWHU�LGHD�RI�WKH�PDUNHW�YDOXH�RI�WKH�FRPSDQ\��,W�UHOLHV�RQ�WKH�LQIODWLRQ�DSSOLFDEOH� WR�HDFK�DVVHW� W\SH�IRU� WKH�UHOHYDQW�SHULRG�EHJLQQLQJ�
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IURP�WKH�DFTXLVLWLRQ�RI�WKH�DVVHW��LQ�DGGLWLRQ�WR�DFFRXQWLQJ�IRU�WKH�FKDQJH�LQ�H[FKDQJH�UDWHV�RI�WKH�FRXQWU\�RI�RULJLQ�IURP�ZKLFK�WKH�DVVHW�ZDV�SURFXUHG��x 7KH�5HSODFHPHQW�9DOXH�7KLV� LV�DQ�DVVHW�EDVHG�YDOXDWLRQ�WHFKQLTXH�WKDW�\LHOGV�D�QHW�DVVHW�YDOXH�ZKLFK�VKRXOG�UHIOHFW�WKH�FRVW�RI�DFTXLULQJ�RU�EXLOGLQJ�XS�D�VLPLODU�SURMHFW�RU�SODQW��7KHUH�DUH�WKUHH�DSSURDFKHV�WR�WKLV�WHFKQLTXH�D� 5HSODFHPHQW� DV� LV�� PHDQLQJ� WKH� YDOXH� RI� WKH� DVVHW� EDVHG� RQ� LWV� FXUUHQW�FRQGLWLRQ� DQG� SRWHQWLDO� ORQJHYLW\�� 7KLV� LV� DSSURSULDWH� IRU� SULYDWL]DWLRQ�SXUSRVHV��E� 5HSODFHPHQW� DQHZ�� PHDQLQJ� WKH� YDOXH� RI� D� VLPLODU� DVVHW� EXW� QHZ�� QRW�DFFRXQWLQJ�IRU�LWV�FXUUHQW�FRQGLWLRQ��F� 5HSODFHPHQW�ZLWK� VWDWH�RI�WKH�DUW� WHFKQRORJ\�� WKLV� LPSOLHV�D� VLPLODU�DVVHW�EXW�XSJUDGHG�ZLWK�WKH�ODWHVW�WHFKQRORJ\�x 7KH�'LVFRXQWHG�&DVK�)ORZ�0RGHO$�PRGHO� WKDW�GHVFULEHV� WKH�YDOXH�RI�D�FRPSDQ\�DV�DQ�RQ�JRLQJ�FRQFHUQ�EDVHG�RQ�LWV�DELOLW\�WR�JHQHUDWH�IXWXUH�FDVK��,W�DFFRXQWV�IRU�WKH�WLPH�YDOXH�RI�PRQH\�DQG�WKH�YDULRXV�OHYHOV�RI�ULVN�DVVRFLDWHG�ZLWK�WKLV�DFWLYLW\�x 3ULFH�WR�(DUQLQJV�0XOWLSOLHU7KLV�PHWKRG�LV�OLNH�D�EHQFKPDUN�DJDLQVW�ZKLFK�LQYHVWRUV�FRPSDUH�YDULRXV�VHFXULWLHV��XVLQJ�WKH�UHFLSURFDO�UDWH�RI�UHWXUQ�E\�PHDVXULQJ�WKH�SULFH�DV�D�PXOWLSOH�RI�WKH�HDUQLQJV�SHU�VKDUH��,Q�SULYDWL]DWLRQ��LW�LV�FRQVLGHUHG�SULRU�WR�VDOH��VLQFH�LW�UHIOHFWV�WKH IRUHFDVWHG�PDUNHW�UHFHSWLRQ�IRU�WKH�VKDUH��$� QDUURZ� JDS� LV� H[SHFWHG� EHWZHHQ� YDOXHV� RQO\� LI� WKH� VL]H� RI� WKH� FRPSDQ\� LV�RSWLPDO� DQG� LI� LW� SRVVHVVHV� WHFKQRORJLFDO�� DGPLQLVWUDWLYH�DQG�PDUNHWLQJ�DELOLWLHV� WKDW�UHIOHFW�RQ�LWV�FDSDFLW\�WR�JHQHUDWH�UHYHQXH�DQG��KHQFH��SURILWDELOLW\��,Q�WKLV�FDVH��DOO�WKH�FRPSDQ\¶V� DVVHWV� DUH� XWLOL]HG�� 7KH� FXUUHQW� DQG� IXWXUH� UHYHQXH�JHQHUDWLRQ� DELOLW\�UHDFKHV�LWV�SHDN��7KH�YDOXH�DFFRUGLQJ�WR� WKH�SULFH�HDUQLQJV�PXOWLSOLHU��WKHUHIRUH��ZLOO�QRW�YDU\�PXFK�IURP�WKH�UHSODFHPHQW�YDOXH�RI DVVHWV�RU�WKH�YDOXH�FDOFXODWHG�XVLQJ�WKH�GLVFRXQWHG�FDVK� IORZ�PRGHO��1HYHUWKHOHVV�� WKLV�FDVH� UDUHO\�RFFXUV�� HVSHFLDOO\�DPRQJ�SXEOLF�HQWHUSULVHV�WKDW�DUH�FKDUDFWHUL]HG�E\�LQHIILFLHQFLHV�7KH�YDOXDWLRQ�RI�4DKD�&RPSDQ\�IRU�3UHVHUYHG�)RRG��VROG�LQ�������LOOXVWUDWHV�WKH�REVWDFOHV�RI�YDOXDWLRQ�DQG�UHSUHVHQWV�RQH�RI�VHYHUDO�VLPLODU�FDVHV�HQFRXQWHUHG�GXULQJ�WKH�(J\SWLDQ�SULYDWL]DWLRQ�H[SHULHQFH��7DEOH�����
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7DEOH�����9DOXDWLRQ�RI�4DKD�&RPSDQ\�����������������������������������������������������������(�PLOOLRQ�0DUNHW�YDOXH�RI�QHW�DVVHWV��XVLQJ�PDUNHW�YDOXH�RI�ODQG� �����0DUNHW�YDOXH�RI�QHW�DVVHWV��XVLQJ�QHZ�FLWLHV�SULFHV�IRU�ODQG� �����$GMXVWHG�ERRN�YDOXH��XVLQJ�QHZ�FLWLHV�SULFHV�IRU�ODQG� ����%RRN�YDOXH�RI�WKH�FRPSDQ\ ����9DOXDWLRQ�DFFRUGLQJ�WR�'&)�PRGHO�'LVFRXQW�UDWH��� SHUFHQW'LVFRXQW�UDWH��� SHUFHQW'LVFRXQW�UDWH��� SHUFHQW
������������9DOXDWLRQ�DFFRUGLQJ�WR����PXOWLSOH�RI�(3V ]HUR6RXUFH��7KH�3XEOLF�(QWHUSULVH�2IILFH�

7KH�QH[W�REVWDFOH�LQ�WKH�YDOXDWLRQ�SURFHVV�LV�WKH�FRVW�DWWDFKHG�WR�WKH�SURFHVV�ZKLFK�UDQJHV� IURP� �(�������� WR� �(��������ZLWK� DQ� DYHUDJH� RI� �(�������� SHU� FRPSDQ\��7KLV�LPSOLHV�WKDW�YDOXDWLRQ�RI�DOO�SXEOLF�HQWHUSULVHV�UHDFKHV��(�� PLOOLRQ��,W�LV�ZRUWK�PHQWLRQLQJ� WKDW� DQ\� YDOXDWLRQ� GRQH�PRUH� WKDQ� VL[�PRQWKV� SULRU� WR� WKH� GDWH� RI� VDOH�QHHGV� WR� EH� XSGDWHG�� FRQVHTXHQWO\� UDLVLQJ� FRVWV� DQG� FRPSRXQGLQJ� WKH� SUREOHPV� RI�SULYDWL]DWLRQ�� HVSHFLDOO\� WKDW� WKH\� DUH� RQO\� SDUW� RI� WKH� WRWDO� FRVWV� UHODWHG� WR�SULYDWL]DWLRQ�(J\SWLDQ�H[SHUWLVH�ZDV�OLPLWHG�LQ�WKH�EHJLQQLQJ�RI�WKH�SULYDWL]DWLRQ�SURJUDP�DQG�ZDV�QRW�VXIILFLHQW�WR�XQGHUWDNH�WKH�YDOXDWLRQ�RI�FDQGLGDWH�FRPSDQLHV�IRU�SULYDWL]DWLRQ��7KH�VXFFHVV�RI�WKH�YDOXDWLRQ�SURFHVV�VWLOO�UHOLHV�RQ�ORFDO�DQG�IRUHLJQ�FRQVXOWLQJ�ILUPV�DQG� LQGLYLGXDO� FRQVXOWDQWV� WR� HYDOXDWH� HDFK� FRPSDQ\� WR� DVVXUH� D� IDLU� YDOXH� SULRU� WR�VDOH�� 7KHVH� IRUHLJQ� DQG� LQWHUQDWLRQDO� FRQVXOWDQWV� GR�� KRZHYHU�� NHHS� GLYHUVH� IXQGV�VXSSRUWLQJ� WKH�SURJUDP�� ,W� LV� RQO\� ORJLFDO� WR�GLUHFW�SDUW�RI� WKHVH� IXQGV�� DOORFDWHG� IRU�YDOXDWLRQ��WR�FRQVXOWDQWV�IURP�GRQRU�FRXQWULHV��7KLV�LVVXH�UHFHLYHG�H[WHQVLYH�FULWLFLVP�IURP�WKH�SXEOLF�ZKR�DVVXPHG�WKDW�IRUHLJQ�H[SHUWV�ZRXOG�EH�GLUHFWHG�E\�WKHLU�FRXQWULHV�WR� XQGHUYDOXH� FRPSDQLHV� WR� HQDEOH� WKHLU� LQYHVWRUV�� DQG� ERWK� WKH� IRUHLJQ� DQG� ORFDO�SULYDWH�VHFWRU��WR�EX\�WKHP�DW�ORZHU�UDWHV�
&RQIURQWLQJ�9DOXDWLRQ�2EVWDFOHV7KH� (J\SWLDQ� H[SHULHQFH� GHDOW� ZLWK� WKH� REVWDFOH� RI� KDYLQJ� D� ZLGH� YDULDQFH� LQ� WKH�YDOXDWLRQV� RI� DQ\� FRPSDQ\� E\� DGRSWLQJ� D� VSHFLDO� DSSURDFK� WR� KDQGOH� SULYDWL]DWLRQ�UHODWHG�GHFLVLRQV��EDVHG�RQ�WZR�SULQFLSOHV��)LUVW��LQGLYLGXDO�RIILFLDOV�VKRXOG�QRW�PDNH�GHFLVLRQV� DORQH�� EXW� UDWKHU� WKURXJK� RQH� RI� VHYHQ� FRPPLWWHHV� RU� LQVWLWXWLRQV�� WKH�DIILOLDWH¶V�ERDUG�RI�GLUHFWRUV�� WKH�DIILOLDWH¶V�JHQHUDO�DVVHPEO\�� WKH�KROGLQJ�FRPSDQ\¶V�ERDUG� RI� GLUHFWRUV�� LWV� JHQHUDO� DVVHPEO\�� WKH� TXDGULSDUWLWH� FRPPLWWHH�� WKH� FHQWUDO�DXGLWLQJ�DJHQF\��RU�WKH�+LJKHU�0LQLVWHULDO�&RPPLWWHH�IRU�3ULYDWL]DWLRQ�FKDLUHG�E\�WKH�
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SULPH� PLQLVWHU�� 6HFRQG�� GHFLVLRQV� ZLWKLQ� WKHVH� LQVWLWXWLRQV� VKRXOG� EH� PDGH� E\�FRQVHQVXV��7KLV�PHWKRG�RI�GHFLVLRQ�PDNLQJ�DOOHYLDWHV�XQGXH�SUHVVXUH�RQ�LQGLYLGXDOV�LQ�FKDUJH�RI�SULYDWL]DWLRQ�7KH� (J\SWLDQ� SULYDWL]DWLRQ� SURJUDP� RYHUFDPH� VFDUFLW\� RI� IXQGV� E\� DFFHSWLQJ�JUDQWV� IURP�FRXQWULHV�RIIHULQJ� WR�FRQWULEXWH� WR� WKDW�HIIRUW��7KH�(J\SWLDQ�JRYHUQPHQW�DFFHSWHG�JUDQWV�IURP�WKH�:RUOG�%DQN�����������XQXVHG���86$,'����� PLOOLRQ���DQG�WKH�(XURSHDQ�8QLRQ��(FX�� PLOOLRQ���LQ�DGGLWLRQ�WR�D�81'3�JUDQW���� PLOOLRQ���7KLV�DSSURDFK�OHYHUDJHG�WKH�ILQDQFLDO�VWUDLQ�RQ�WKH�JRYHUQPHQW��VR�WKDW�LWV�FRQWULEXWLRQ�KDV�EHHQ�PLQLPDO�VLQFH�WKH�EHJLQQLQJ�RI�WKH�SURJUDP�DQG�GLG�QRW�H[FHHG����� PLOOLRQ�7KH� SUREOHP� RI� DVVLJQLQJ� YDOXDWLRQ� WR� IRUHLJQ� HQWLWLHV� ZDV� VROYHG� E\� KDYLQJ�DQRWKHU� YDOXDWLRQ� FRQGXFWHG� E\� DQ� LQWHUQDO� MRLQW�FRPPLWWHH�RI� WKH�KROGLQJ� FRPSDQ\�DQG�WKH�DIILOLDWHV¶�H[SHUWLVH��3DUWLFXODU�FRPSDQLHV��ZKLFK�DUH�FULWLFDO�WR�WKH�SURJUDP�RU�SUHVHQW�XQLTXH� FKDOOHQJHV� DUH�YDOXDWHG�E\�VHYHUDO� IRUHLJQ�FRQVXOWDQWV� LQ�DGGLWLRQ� WR�ORFDO�FRPPLWWHHV��7KLV�SURFHVV�VKRZHG�FULWLFV�DQG�WKH�SXEOLF�DW�ODUJH�WKDW�WKH�DLP�RI�WKH� SURJUDP� LV� WR� UHDFK� D� IDLU� YDOXDWLRQ� WR� DYRLG� XQGHUVHOOLQJ�� 2YHUYDOXDWLRQ� RI�FRPSDQLHV� ZDV� DOVR� DYRLGHG� ZKLFK� ZRXOG� KDYH� XQGHUPLQHG� WKH� (J\SWLDQ�JRYHUQPHQW¶V�FUHGLELOLW\�DQG�GHSULYHG�LQYHVWRUV�RI�WKH�FKDQFH�WR�PDNH�D�SXUFKDVH�DW�D�UHDVRQDEOH�SULFH��7KH� SURFHGXUHV� DOVR� LQFOXGHG� D� UHYLHZ� RI� WKH� YDOXDWLRQ� VWXGLHV� E\� WKH� &HQWUDO�$XGLWLQJ�$JHQF\� �&$$�� DORQJ�ZLWK� D YHULILFDWLRQ� RI� WKH�PHWKRGRORJ\� XVHG� DQG� LWV�DSSOLFDELOLW\� WR� WKH� SDUWLFXODU� FRPSDQ\�� 7KLV� OHDGV� WR� HLWKHU� D� PRGLILFDWLRQ� RI� WKH�YDOXDWLRQ�� RU� WR� LWV� FRPSOHWH� UHMHFWLRQ� E\� WKH� &$$�� 7KH� TXDGULSDUWLWH� FRPPLWWHH²FRPSULVHG�RI�UHSUHVHQWDWLYHV�RI�VHOOHUV��PDLQO\�WKH�KROGLQJ�FRPSDQ\��WKH�DIILOLDWH��WKH�0LQLVWU\� RI� 3XEOLF� (QWHUSULVH� 6HFWRU�� DQG� UHSUHVHQWDWLYHV� IURP� WKH� &DSLWDO�0DUNHWV�$XWKRULW\�� WKH� 6WRFN�0DUNHW� DQG� WKH�&$$²UHYLHZV� DOO� YDOXDWLRQV� SUHSDUHG� IRU� WKH�FRPSDQ\�� FKRRVLQJ� ZKLFKHYHU� LW� GHHPV� PRVW� LQGLFDWLYH� RI� WKH� WUXH� YDOXH� RI� WKH�FRPSDQ\� DQG� LQ�OLQH� ZLWK� WKH� SUHYDLOLQJ� VWRFN� PDUNHW� FRQGLWLRQV�� 7KLV� GHFLVLRQ�PDNLQJ�SURFHVV�JXDUDQWHHV� WKDW� YDOXDWLRQV�E\� IRUHLJQ� FRQVXOWDQWV� DUH�XVHG�RQO\�DV�D�JXLGHOLQH�IRU�WKH�GRPHVWLF�GHFLVLRQ�PDNHUV�DQG�LQVWLWXWLRQV��ZKLFK XOWLPDWHO\�UHDFK�D�FRQVHQVXV�WKHUHE\�SUHYHQWLQJ�XQLODWHUDO�DQG�VXEMHFWLYH�GHFLVLRQV�5HFHQWO\��$UWLFOH� ��� RI� /DZ� ���� UHJXODWLRQV�ZDV� DPHQGHG� WR� DOORZ� WKH� JHQHUDO�DVVHPEO\�RI�WKH�KROGLQJ�FRPSDQ\�WR�DFFHSW�ELGV�IURP�EX\HUV�WKDW�IDOO�EHORZ�WKH�LQLWLDO�YDOXDWLRQ��L�H���WKH�UHVHUYH�SULFH���RU�WR�RUGHU�D�YDOXDWLRQ�RI�WKH�DIILOLDWH�XQGHU�VDOH�
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&��:HDN�6WRFN�0DUNHW�$EVRUSWLYH�&DSDFLW\7KH� ULVN� RI� 6WRFN�0DUNHW� GRZQIDOOV�ZDV� XQH[SHFWHG�� HVSHFLDOO\� GXULQJ� WKH� WDNH�RII�VWDJH� RI� WKH� SULYDWL]DWLRQ� SURJUDP��ZKLFK�ZLWQHVVHG� D� UHPDUNDEOH� VXFFHVV� LQ� SXEOLF�RIIHULQJV�DQG�,QLWLDO�3XEOLF�2IIHULQJV��,32V��WKDW�WRRN�SODFH�WKURXJK�WKH�6WRFN�0DUNHW�)URP�0D\� ����� WR� WKH� HQG� RI� ������ QRW� D� VLQJOH� RIIHULQJ� RQ� WKH� 6WRFN�0DUNHW�IDLOHG��LQ�IDFW��VKDUHV�RI�SULYDWL]HG�FRPSDQLHV�ZHUH�RYHUVXEVFULEHG�WHQV�RI�WLPHV��7KH�SUREOHP�IDFLQJ�WKH�0LQLVWU\�RI�3XEOLF�(QWHUSULVH�6HFWRU��WKH�3ULYDWH�(QWHUSULVH�2IILFH�DQG� WKH� KROGLQJ� FRPSDQLHV� ZDV� PDLQO\� WR� SUHSDUH� PRUH� FRPSDQLHV� IRU� IXUWKHU�RIIHULQJV�� LPSO\LQJ� WKDW� WKH�SDFH�RI� WKH�SURJUDP�ZDV� WLHG� WR� WKH� VXSSO\�VLGH�DQG�QRW�WKH�GHPDQG�VLGH��ZKLFK�VHHPHG�DOPRVW�JXDUDQWHHG��%\� WKH� HQG�RI�������KRZHYHU��GLIILFXOWLHV�DURVH� LQ� UHDFKLQJ� WKH� UHTXLUHG� UDWHV�RI�VXEVFULSWLRQ� IRU� VRPH� FRPSDQLHV�� ZKLFK�� LQ� WXUQ�� WKUHDWHQHG� WKH� SURJUHVV� RI� WKH�SULYDWL]DWLRQ� SURJUDP� WR PHHW� WKH� SUHVHW� SODQV�� ,W�� WKHUHIRUH�� EHFDPH� QHFHVVDU\� WR�VWXG\� DQG� DQDO\]H� WKLV� SKHQRPHQRQ� DQG� WR� WDNH� WKH� DSSURSULDWH� DFWLRQV�� ,W� LV�ZRUWK�PHQWLRQLQJ� WKDW� WKH� VDOH� WHFKQLTXH� IRU� HDFK� SULYDWL]DWLRQ� FDQGLGDWH� LV� GHWHUPLQHG�EDVHG�RQ�SURILWDELOLW\�� VL]H�DQG WKH�QHHG�IRU� WHFKQRORJLFDO� LPSURYHPHQWV� LQ�SURGXFWV�DQG� HTXLSPHQW�� EHVLGHV� WKH� GHYHORSPHQW� RI� PDQDJHULDO� DQG� PDUNHWLQJ� FDSDELOLWLHV��7KH� GHFLVLRQ�ZDV�PDGH� WR� VHOO� FRPSDQLHV� HLWKHU� WR� D� VWUDWHJLF� LQYHVWRU� RU� JURXS� RI�LQYHVWRUV�� WR� WKH� FRPSDQ\¶V� HPSOR\HHV� WKURXJK� WKHLU� DVVRFLDWLRQ�� WKURXJK� WKH� VWRFN�PDUNHW²WKH�PRVW�UDSLG�DQG�RSWLPDO�WHFKQLTXH�WR�IDFH�SXEOLF�FRQFHUQ��RU�WKURXJK�WKH�VDOH� RI� D� FRPSDQ\¶V� DVVHWV� DQG� XQLWV� VHSDUDWHO\�� 7KH� SULYDWL]DWLRQ� SURJUDP� JDLQHG�KXJH� PRPHQWXP� DQG� D� VRXQG� UHSXWDWLRQ� ZKHQ� LW� EHJDQ� WR� GHSHQG� PDLQO\� RQ� VDOH�WKURXJK� WKH� VWRFN� PDUNHW�� 7DEOH� �� VKRZV� WKH� QXPEHU� RI� SULYDWL]DWLRQ� WUDQVDFWLRQV�FRPSOHWHG�EHWZHHQ�0D\������DQG�'HFHPEHU������7KH� ERRP� LQ� WKH� SULYDWL]DWLRQ� SURJUDP� HQFRXUDJHG� VHYHUDO� ORFDO� DQG� IRUHLJQ�LQYHVWRUV²LQGLYLGXDOV� DQG LQVWLWXWLRQV²WR� LQYHVW� LQ� SRUWIROLRV�� 7KH� LQFUHDVH� LQ�GHPDQG� OHG� WR� DQ� LQIORZ� RI� SRUWIROLR� LQYHVWPHQW� SULYDWL]DWLRQ� VKDUHV�� WKHUHE\�IDFLOLWDWLQJ� WKH� VDOH� RI� DQ\� FRPSDQ\� ZLWKRXW� VLJQLILFDQW� SURPRWLRQ�� 7KH� SULFHV� RI�WUDGHG�SULYDWL]DWLRQ�VKDUHV�DSSUHFLDWHG�GXH�WR�WKH�KXJH�GHPDQG�DQG�UHODWLYH�VFDUFLW\�RI�VKDUHV�RQ�D�ZLGHU�VFDOH�� LQ�DGGLWLRQ� WR� WKRVH�RI�/DZ�����FRPSDQLHV� WKDW�ZHUH�EHLQJ�SULYDWL]HG��7KH�SULFH�HDUQLQJ�PXOWLSOLHU�RI� WKHVH�WUDGHG�FRPSDQLHV�LQFUHDVHG��WKHUHE\�DIIHFWLQJ� WKH� LQLWLDO� YDOXDWLRQ� RI� QHZ�RIIHULQJV� EDVHG� RQ� KLJKHU�3�(� UDWLRV� WR� UHIOHFW�PDUNHW�FRQGLWLRQV��7DEOH��� VKRZV� WKH�3�(� UDWLR�RI� IRXU� VKDUHV� VROG�GXULQJ�-XQH�-XO\������FRPSDUHG�WR�IRXU�RWKHUV�VROG�GXULQJ�-XQH�-XO\������
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7DEOH�����3ULYDWL]DWLRQ�7UDQVDFWLRQV��0D\������WR�'HFHPEHU�����1R��RI�FRPSDQLHV�VROG��PLQRULW\�PDMRULW\��WKURXJK�VWRFN�PDUNHW ��1R��RI�FRPSDQLHV�VROG�WR�HPSOR\HHV�DVVRFLDWLRQV� �1R��RI�FRPSDQLHV�VROG�DV�DVVHWV� ��1R��RI�FRPSDQLHV�VROG�WR�VWUDWHJLF�LQYHVWRU� �7RWDO�QXPEHU�RI�FRPSDQLHV ��6RXUFH��7KH�3XEOLF�(QWHUSULVH�2IILFH�
7DEOH������3�(�5DWLR�IRU�WKH�3HULRG�-XQH�WR�-XO\������YHUVXV�-XQH�WR�-XO\�����&RPSDQ\ 'DWH�2IIHUHG 3�( &RPSDQ\ 'DWH�2IIHUHG 3�(
6WDUFK�DQG�*OXFRVH ���� ��� 6LPR�IRU�3DSHU ���� ����.DIU�(O�=D\DW�3HVWLFLGHV ���� ��� $OH[DQGULD�)ORXU�0LOOV ���� ���
1LOH�0DWFKHV ���� ��� $O�6DLLG�&RQWUDFWLQJ ���� ����0LVU�2LO�DQG�6RDS ���� ��� *L]D�&RQWUDFWLQJ ���� ���$YHUDJH ����� $YHUDJH ������6RXUFH��7KH�3XEOLF�(QWHUSULVH�2IILFH�
%\�PLG������� LQYHVWRUV¶�DWWUDFWLRQ� WR� WKH�(J\SWLDQ�6WRFN�0DUNHW�EHJDQ� WR�ZDQH��3ULFHV� DSSHDUHG� WRR� KLJK� ZLWK� RQO\� PRGHVW� \LHOGV�� 7KLV� FRLQFLGHG� ZLWK� WZR� RWKHU�PDMRU�HYHQWV��7KH�ILUVW�ZDV�WKH�EHJLQQLQJ�RI�WKH�HFRQRPLF�FULVLV�LQ�(DVW�$VLD��VWDUWLQJ�LQ� 7KDLODQG� LQ� -XO\� ������ DQG� VSUHDGLQJ� ODWHU� WR� WKH� HFRQRPLHV� RI� ,QGRQHVLD� DQG�.RUHD��WKHQ�WR�-DSDQ¶V�VWRFN�PDUNHW��DQG�WR�VHYHUDO�RWKHU�SDUWV�RI�WKH�ZRUOG�GXULQJ�WKH�VHFRQG�KDOI�RI�������7KH�VHFRQG�GHVWDELOL]LQJ�HYHQW�ZDV�WKH�WHUURULVW�DWWDFN�LQ�/X[RU�LQ� 1RYHPEHU� ������ %RWK� IDFWRUV� KDG� QHJDWLYH� HIIHFWV� RQ� LQYHVWPHQW� DQG� FDSLWDO�LQIORZV� WR� (J\SW�� 7KH� QHW� GHPDQG� DEURDG� IRU� (J\SWLDQ� VKDUHV� GHFOLQHG�� 7DEOH� ��GHPRQVWUDWHV� WKH� WUHQG� RI� IRUHLJQ� QHW� GHPDQG� RQ� WKH� (J\SWLDQ� VWRFN� PDUNHW� IURP�0DUFK�WR�2FWREHU������FRPSDUHG�WR�WKH�SHULRG�IURP�1RYHPEHU�WR�-XQH�RI�������1HZ�IRUPV�RI�VXSSO\�RQ�WKH�VWRFN�PDUNHW�HPHUJHG�ZLWK�WKH�RIIHULQJ�RI�WKH�0RELOH�3KRQH� &R�� VKDUHV� LQ� 0DUFK� ������ -RLQW� YHQWXUHV� DQG� SULYDWH� VHFWRU�� IDPLO\�EDVHG�FRPSDQLHV�DOVR�VWDUWHG�WR�RIIHU�VKDUHV�RQ�WKH�PDUNHW��7KHVH�RIIHULQJV�DEVRUEHG�SDUW�RI�WKH�OLTXLGLW\�DYDLODEOH�LQ�WKH�PDUNHW�DQG�QHJDWLYHO\�DIIHFWHG�WKH�GHPDQG�IRU�VKDUHV�RI�SULYDWL]HG�FRPSDQLHV��1HYHUWKHOHVV��WKH�SUREOHP�RI�XQGHUVXEVFULEHG�FRPSDQLHV�DURVH�IRU� WKH� ILUVW� WLPH� LQ� 6HSWHPEHU� ������ UHFXUULQJ� LQ�0DUFK�� $SULO��0D\�� DQG� -XQH� RI������� 7KH� LQDELOLW\� RI� WKH� VWRFN� PDUNHW� WR� DEVRUE� QHZ� RIIHULQJV� EHFDPH� D� FULWLFDO�FRQVWUDLQW� WR� WKH� SURJUHVV�RI� WKH�SULYDWL]DWLRQ�SURJUDP�� ,W�ZDV� HVVHQWLDO� WR� LQWURGXFH�QHZ� SROLFLHV� DQG� PHDVXUHV� WR� UHPHG\� WKH� VLWXDWLRQ� DQG� WR� UHVWRUH� WKH� SDFH� RI� WKH�SULYDWL]DWLRQ�LQ�RUGHU�IRU�WKH�JRYHUQPHQW�WR�PHHW�LWV�FRPPLWPHQWV�
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7DEOH�����1HW�)RUHLJQ�'HPDQG���(PLOOLRQ��0DUFK�± 2FWREHU����� 2FWREHU������± -XQH�����0RQWK 1HW�'HPDQG 0RQWK 1HW�'HPDQG0DUFK ��� 1RYHPEHU����� ��$SULO �� 'HFHPEHU����� ��0D\ �� -DQXDU\����� ���-XQH ��� )HEUXDU\����� ����-XO\ ��� 0DUFK����� ���$XJXVW ��� $SULO����� ���6HSWHPEHU ��� 0D\����� ��2FWREHU ��� -XQH����� ��7RWDO��FXPXODWLYH� ����� 7RWDO��FXPXODWLYH� ����6RXUFH��7KH�3XEOLF�(QWHUSULVH�2IILFH�
&RQIURQWLQJ�WKH�&KDOOHQJH�RI�WKH�0DUNHW¶V�:HDN�$EVRUSWLYH�&DSDFLW\�7KH�ILUVW�VHW�RI�XUJHQW�PHDVXUHV�XQGHUWDNHQ�WR�DGGUHVV�ZHDN�VWRFN�PDUNHW�DEVRUSWLRQ�ZDV� LQWURGXFHG� LQ�'HFHPEHU� ����� DQG� LQFOXGHG� YDU\LQJ� VDOH� WHFKQLTXHV� DQG� VHOOLQJ�PRUH� FRPSDQLHV�� QRW� RQO\� WKURXJK� ,32V�� 6DOH� WR� HPSOR\HH� VKDUHKROGHU� DVVRFLDWLRQV�ZDV� DSSOLHG� RQ� D� FDVH� E\� FDVH� EDVLV�� 'XULQJ� WKH� ILUVW� TXDUWHU� RI� ������ ILYH� LQODQG�WUDQVSRUW�FRPSDQLHV�ZHUH�VROG�WR�(6$V��7KH�SURFHGXUHV�WR�VHOO�WKUHH�PRUH�FRPSDQLHV�WR� (6$V²QDPHO\�0DULWLPH�:RUNV� &RPSDQ\� �0DUWUDQV��� *HQHUDO� 0DULQH� 6XSSOLHV�DQG�6KDUNH\D�5LFH�0LOOV²ZHUH�WDNHQ�LQ�WKH�VHFRQG�TXDUWHU�7KH�VDOH�RI�DVVHWV� WHFKQLTXH�ZDV�H[WHQGHG�IRU�WURXEOHG�FRPSDQLHV�LQ�WKH�IRUP�RI�VHSDUDWH�DVVHWV�RU�XQLWV��)URP�WKH�ODVW�TXDUWHU�RI������WKURXJK�WKH�ILUVW�KDOI�RI�������VHYHQ� FRPSDQLHV� ZHUH� VROG� XVLQJ� WKLV WHFKQLTXH�� 6DOH� WR� VWUDWHJLF� LQYHVWRUV� ZDV�HPSKDVL]HG� ZKHWKHU� WKURXJK� WKH� VWRFN� PDUNHW� RU� GLUHFW� QHJRWLDWLRQV�� %HWZHHQ�'HFHPEHU� ����� DQG� WKH� HQG� RI� -XQH� ������ WKH� IROORZLQJ� FRPSDQLHV� ZHUH� RIIHUHG��$OH[DQGULD�6SLQQLQJ�DQG�:HDYLQJ��'HOWD�,QGXVWULDO�,'($/��4DKD�3UHVHUYHG�)RRG��$O�1DVU� &LYLO� :RUNV�� 6DQ� 6WHIDQR� +RWHO�� $O� :DG\� $JULFXOWXUDO� ([SRUWV�� *LDQFOLV�%HYHUDJHV��WKH�GLVWLOODWLRQ�IDFWRU\�RI�$O�.RURXP�&RPSDQ\��1LOH�+RWHO��1REDVHHG�IRU�6HHG�3URGXFWV��6WHHOFR��0HWDOFR��$O�1DVU�*ODVV�DQG�&U\VWDO��%HQL�6XHI�&HPHQW��DQG�$ERX�=DDEDO�)HUWLOL]HUV�7KH�PHWKRG�RI�SURPRWLQJ�FDQGLGDWH�FRPSDQLHV�ZDV�UHYLVHG�DQG�WKH�GHFLVLRQ�PDGH�WR�UHO\�RQ�SURIHVVLRQDO�SURPRWHUV�E\�LQYROYLQJ�XQGHUZULWHUV��7KLV�HQWDLOHG�PRGLI\LQJ�WKH�YDOXDWLRQ�DQG�SULFH�GHWHUPLQDWLRQ�PHFKDQLVP��,Q�UHVSRQVH WR�WKH�SUHYDLOLQJ�SULFH�OHYHOV� LQ� WKH� VWRFN� PDUNHW�� WKH� 3�(� UDWLR� IRU� QHZ� RIIHULQJV� ZDV� ORZHUHG�� 7KLV� ZDV�DSSOLHG� LQ� WKH� FDVH� RI�0LVU� )RRG�&RPSDQ\� �%LVFR�0LVU��� ,W�ZDV�GHFLGHG� WKDW� D�3�(�UDWLR� RI� ���� ZRXOG� EH� XVHG� LQ� SULFLQJ� VKDUHV� DFFRUGLQJ� WR� WKH� SULFH� GLVFRYHU\�PHFKDQLVP��DOORZLQJ�IRU�D��� SHUFHQW�SULFH� IOXFWXDWLRQ� LQVWHDG�RI� WKH�� SHUFHQW�XVHG�
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SUHYLRXVO\�� 7KHVH� PHDVXUHV� PDGH� LW� SRVVLEOH� WR� RYHUFRPH� FULWLFDO� REVWDFOHV� DQG�ERWWOHQHFNV� VWHPPLQJ� IURP� WKH� ZHDN� DEVRUSWLYH� FDSDFLW\� RI� WKH� (J\SWLDQ� VWRFN�PDUNHW�� 7KLV� HQDEOHG� WKH� JRYHUQPHQW� WR�PHHW� LWV� FRPPLWPHQWV� DQG� WR� SULYDWL]H� ���FRPSDQLHV�HDFK�TXDUWHU�
'��6HOOLQJ�+HDY\�/RVV�0DNLQJ�&RPSDQLHV�WR�6WUDWHJLF�,QYHVWRUV$FFRUGLQJ� WR� WKH� ILQDQFLDO� UHVXOWV� RI� 3(V� IRU� WKH� ILVFDO� \HDU� ��������� ��� FRPSDQLHV�UHDOL]HG� ORVVHV�� 0RVW� RI� WKRVH� FRPSDQLHV�� KRZHYHU�� DUH� UHVWUXFWXUDEOH�� VLQFH� WKH\�VXIIHU�LPEDODQFHV�LQ�WKHLU�ILQDQFLDO�VWUXFWXUH�DV�ZHOO�DV�WKHLU�ODERU�IRUFH��6RPH�RI�WKHP�KDYH�PLQRU�ERWWOHQHFNV�WKDW�PLJKW�EH�UHPHGLHG�E\�LQYHVWPHQWV�ILQDQFHG�XQGHU�FXUUHQW�FLUFXPVWDQFH�DQG�FRXOG�EHFRPH�SURILWDEOH�XQLWV�UHDG\�IRU�VDOH�DQG�XQGHU�EHWWHU�WHUPV��7KHUH� DUH�� KRZHYHU�� ��� RWKHU� FRPSDQLHV� LQ� VHULRXV� WURXEOH�� UHDOL]LQJ� ORVVHV� IURP�RSHUDWLRQV� EHIRUH� GHGXFWLQJ� LQWHUHVW� H[SHQVH� RU� WD[HV�� 7KH\� DUH� VXEMHFW� WR� ILQDQFLDO�DQG� ODERU� UHVWUXFWXULQJ� SULRU� WR� VDOH�� 7KH� PDMRU� SUREOHPV� LQ� WKHVH� FRPSDQLHV��QHYHUWKHOHVV�� OLH� LQ� WKHLU� QHHG� IRU� VL]DEOH� LQYHVWPHQWV� LQ� HTXLSPHQW� DQG�PDFKLQHU\��LPSURYHPHQW� RI� WKHLU� RUJDQL]DWLRQDO� DQG� PDQDJHULDO� VWUXFWXUHV�� WUDLQLQJ� IRU�WHFKQLFLDQV�DQG�ZRUNHUV��DQG�LQFUHDVLQJ�WKHLU�PDUNHWLQJ�FDSDFLWLHV�:LWK�WKH�FRQWLQXHG�UHOLDQFH�RQ�WKH�VDOH�RI�SURILWDEOH�XQLWV�IURP�3(V��WKH�DJJUHJDWH�UHVXOWV� RI� WKH�HQWLUH� VHFWRU�ZLOO� HYHQWXDOO\�GHFOLQH� WR�D�QHW� ORVV��ZKLFK�ZLOO� FHUWDLQO\�DIIHFW� SXEOLF� RSLQLRQ�� %RUURZLQJ� IXQGV� IURP� EDQNV�� WKDW� FRXOG� KDYH� EHHQ� PDGH�DYDLODEOH� WR� WKH� PRUH� HIILFLHQW� SULYDWH� VHFWRU� HQWLWLHV�� ZLOO� EH� D� EXUGHQ� RQ� VRFLHW\��KRZHYHU�� NHHSLQJ� WKHVH� FRPSDQLHV� VWDWH�RZQHG� LV� D� IXUWKHU� GUDLQ� RI� IXQGV� DQG�UHSUHVHQWV�PRUH�ORVVHV��,W�LV�XQGHVLUDEOH��ERWK�HFRQRPLFDOO\�DQG VRFLDOO\��WR�OLTXLGDWH�PDQ\� RI� WKHVH� FRPSDQLHV�� HVSHFLDOO\� LI� WKHUH� LV� D�ZD\� WR�SULYDWL]H� WKHP��E\�PDNLQJ�WKHP�SURILWDEOH�HQWLWLHV� UHDOL]LQJ�JURZWK�� ,W� LV�EHVW� WR�GHDO�ZLWK�FRPSDQLHV� LQFXUULQJ�KHDY\� ORVVHV� E\� VHOOLQJ� �� SHUFHQW� WR� �� SHUFHQW� RI� WKH� FRPSDQ\� WR� SULYDWH�� ORFDO�LQGXVWULDO� JURXSV� IRU� QR� LPPHGLDWH� SULFH�� ZLWK� WKH� VWDWH� UHWDLQLQJ� �� SHUFHQW� WR��� SHUFHQW�VWDNH�RI�WKHLU�HTXLW\��7KH�FRPSDQ\�LV�RIIHUHG�DV�SXEOLF�WHQGHU�WR�LQYHVWRUV�ZKR�SUHVHQW�WKHLU�ELGV�DIWHU�D�SHULRG�RI�GXH�GLOLJHQFH��SUHVHQWLQJ�WKHLU�EXVLQHVV�SODQV�ZLWK�GHILQHG� LQYHVWPHQWV�ZLWK�WKH�UDQJH�RI� WKH�DOORZDEOH SHUFHQWDJH�RI�RZQHUVKLS²�� SHUFHQW� WR� �� SHUFHQW�� 3URSRVDOV� VKRXOG� EH� UDQNHG� DFFRUGLQJ� WR� WKH� YROXPH� RI�LQYHVWPHQW�� DGHTXDF\� RI� WKH� SODQ� IRU� LPSURYLQJ� WKH� EXVLQHVV� DQG� WKH�PLQLPDO SHUFHQWDJH� RI� RZQHUVKLS� FODLPHG�� LQ� WKDW� RUGHU�� /RFDO� LQYHVWRUV� DUH� WKHQ�
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DOORZHG�WR�VHOO�XS�WR��� SHUFHQW�RI�WKHLU�VKDUH�LQ�WKH�FRPSDQ\�WR�IRUHLJQ�SDUWQHUV��ZLWK�WKH�DLP�RI�EULQJLQJ�WHFKQLFDO�NQRZ�KRZ�DQG�WUDQVIHU�RI�WHFKQRORJ\��$� FRQGLWLRQ� RI� VDOH� WR� IRUHLJQ� HQWLWLHV� LV� WKDW� SURFHHGV�ZLOO� EH� UHLQYHVWHG� LQ� WKH�FRPSDQ\��VLQFH�ORFDO�LQYHVWRUV�GLG�QRW�SD\�DQ\WKLQJ�IRU�LW��:LWK�WKH�IXWXUH�SURJUHVV�RI�D�FRPSDQ\�LQ�VLJKW��WKH�VWDWH�FDQ�WKHQ�VHOO�WKH�UHWDLQHG�VKDUHV�RQ�WKH�VWRFN�PDUNHW�WR�WKH� SXEOLF� RU� LQYHVWRUV DW� D� KLJKHU� YDOXH�� 7KLV� DSSUHFLDWLRQ� LQ� YDOXH� LV� DFWXDOO\� WKH�DPRXQW�WKH�VWDWH�FROOHFWV�IURP�WKH�VDOH�RI�WKH�FRPSDQ\��6DOH�WR�IRUHLJQHUV�LV�OLPLWHG�WR�FRPSDQ\� VKDUHV� ZKLFK� RQ� DJJUHJDWH�� DUH� FDOFXODWHG� DV� IROORZV�� D� PD[LPXP� RI��� SHUFHQW� RI� WKH� �� SHUFHQW� WR� �� SHUFHQW� LQLWLDOO\� KHOG� E\� ORFDO� LQYHVWRUV�� SOXV� D�PD[LPXP� RI� �� SHUFHQW� RI� WKH� �� SHUFHQW� LQLWLDOO\� UHWDLQHG� E\� WKH� VWDWH�� HTXDOLQJ� D�PD[LPXP�RI������ SHUFHQW�WR������ SHUFHQW�LQ�WRWDO�� 7R�HIIHFW�WKLV�SURSRVDO��LW�PXVW�JR� WKURXJK� D� FKDLQ� RI� DSSURYDOV� VWDUWLQJ� ZLWK� WKH� 0LQLVWHULDO� &RPPLWWHH� IRU�3ULYDWL]DWLRQ��WKH�FDELQHW��DQG�WKH�SUHVLGHQW��XQWLO�LW�LV�SDVVHG�DV�D�ODZ�E\�WKH�3HRSOH¶V�$VVHPEO\�
,9���&RQFOXGLQJ�5HPDUNV
7KH� VXFFHVV� RI� SULYDWL]DWLRQ� LV� QRW� GHWHUPLQHG� VROHO\� E\� WKH� QXPEHU� RI� FRPSDQLHV�VROG��5DWKHU� WKH�JRDO� LV� WR�GLYHVW� WKH�VWDWH�PRQRSRO\��HQFRXUDJH�FRPSHWLWLRQ�DQG�SXW�PDUNHW�PHFKDQLVPV�LQ�SODFH�WR�LQFUHDVH�WKH�HIILFLHQF\�RI�SXEOLF�HQWHUSULVHV��,Q�OLJKW�RI�WKLV� XOWLPDWH� REMHFWLYH²HIILFLHQF\²D� VXUYH\� KDV� EHHQ� FRQGXFWHG� RI� ��� SULYDWL]HG�FRPSDQLHV� LQ� ��� VHFWRUV�� LQFOXGLQJ� WH[WLOHV�� FRWWRQ�� IORXU� PLOOV�� FHPHQW�� FKHPLFDOV��HOHFWULFDO�GHYLFHV��FRQWUDFWLQJ��DQG�IRRG�LQGXVWULHV��7KLV�VXUYH\�VKRZHG�WKH�IROORZLQJ��VDOHV�LQFUHDVHG�LQ����FRPSDQLHV��RU��� SHUFHQW�RI�WKH�VDPSOH��HDUQLQJV�EHIRUH�LQWHUHVW�DQG�WD[HV��(%,7��LQFUHDVHG�LQ����FRPSDQLHV��RU��� SHUFHQW�RI�WKH�VDPSOH���WKH�DYHUDJH�VDODU\� SHU� ZRUNHU� LQFUHDVHG� LQ� ��� FRPSDQLHV�� RU� �� SHUFHQW� RI� WKH� VDPSOH�� DQG� WKH�EDODQFH�RI�ORDQV�WR�EDQNV��LQFOXGLQJ�VKRUW� DQG�ORQJ�WHUP�ORDQV��GHFOLQHG�LQ����FDVHV��RU��� SHUFHQW�RI�WKH�VDPSOH�7KHVH� DFKLHYHPHQWV� VKRZ� WKDW� WKH� (J\SWLDQ� SULYDWL]DWLRQ� SURJUDP� KDV�VXFFHVVIXOO\�FRQIURQWHG�WKH�FKDOOHQJHV�WKXV�IDU��7KLV��KRZHYHU��GRHV�QRW�PHDQ�WKDW�WKH�SURJUDP�ZLOO�QRW�IDFH�REVWDFOHV�LQ�WKH�IXWXUH��7KH�PDLQ�WKUHDW�WR�SULYDWL]DWLRQ�LV�ORVV�RI�SXEOLF� VXSSRUW��3ULYDWL]DWLRQ�PHDQV�D� UDGLFDO�FKDQJH� LQ� WKH� UROH�RI�JRYHUQPHQW��D�FKDQJH�WKDW�KDV�SROLWLFDO��LGHRORJLFDO��HFRQRPLF��DQG�VRFLDO�SDUDPHWHUV��(J\SW�KDV�KDG�
� &DOFXODWLRQ�DV�IROORZV���� SHUFHQW�
���� SHUFHQW�WR��� SHUFHQW������ SHUFHQW�
���� SHUFHQW�WR��� SHUFHQW��� ������� SHUFHQW�WR������ SHUFHQW��������� SHUFHQW�WR������ SHUFHQW��� ������ SHUFHQW�WR ������SHUFHQW�
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UHPDUNDEOH�VXFFHVV�LQ�FUHDWLQJ�D�IDYRUDEOH�SXEOLF�RSLQLRQ��ZKLFK�KDV�HQDEOHG�WKH�VDOH�RI�VWDNHV�LQ�����FRPSDQLHV��7KLV�SXEOLF�VXSSRUW�FRXOG�GHWHULRUDWH�GXH�WR�VHWEDFNV�LQ�WKH�SURJUDP�LPSOHPHQWDWLRQ��VXFK�DV�UHQHZHG�FULWLFLVP�IURP�WKH�PHGLD��ZKLFK�FRXOG�OHDG�WR�SXEOLF�EDFNODVK�DJDLQVW�SULYDWL]DWLRQ�7KLV�FULWLFLVP�FRXOG�HPHUJH DV�D�UHDFWLRQ�WR�IDLOXUHV�WR�DELGH�E\�WKH�PDLQ�REMHFWLYH�RI� WKH�SURJUDP��ZKLFK� LV� WR� HQDEOH� HQWHUSULVHV� WR�ZRUN�XQGHU�PDUNHW�PHFKDQLVP�E\�SURPRWLQJ� FRPSHWLWLRQ� DQG� SURILWDELOLW\�� 7KLV� UHTXLUHV� IXUWKHULQJ� WKH� WUDQVIHU� RI�RZQHUVKLS� WR� SULYDWH� HQWLWLHV�� DEROLVKLQJ� WKH� LQIOXHQFH� RI� KROGLQJ� FRPSDQLHV� ZKLFK�UHWDLQ� D� PLQRULW\� VKDUH� LQ� VROG� FRPSDQLHV�� DQG� JLYLQJ� SUHIHUHQFH� WR� LQYHVWRUV� ZKR�SUHVHQW� VRXQG�EXVLQHVV�SODQV� DOWKRXJK� WKH\�PD\�QRW�RIIHU� WKH�KLJKHVW� ELG��&ULWLFLVP�FRXOG�LQWHQVLI\�LI�ODERU�SUREOHPV�DUH�QRW�UHVROYHG��LI�ZRUNHUV¶�ULJKWV�DUH�QRW�SUHVHUYHG�DQG� LI� WKHLU� IHDUV� DUH� QRW� PLWLJDWHG�� 7KH� LVVXH� RI� H[FHVV� ODERU�� WKHUHIRUH�� PXVW� EH�DGGUHVVHG� SULRU� WR� VDOH� DQG� VKRXOG� QRW� EH� OHIW� WR� WKH� SULYDWH� VHFWRU�� $Q\� HDUO\�UHWLUHPHQW�RI�ZRUNHUV�LQ�WKH�SULYDWH�VHFWRU�FRXOG�EH�PLVXQGHUVWRRG�DQG�FRXOG�SURYRNH�FULWLFLVP�� $W� WKH� HDUO\� VWDJHV� WKH� QXPEHU� RI� ZRUNHUV� IRUFHG� LQWR� UHWLUHPHQW� LV�UHODWLYHO\�PRGHVW��EXW�QXPEHUV�ZLOO�LQFUHDVH�ZKHQ�WKH�VDOH�RI�ORVV�PDNLQJ�FRPSDQLHV�VXIIHULQJ�IURP�H[FHVV� ODERU�EHJLQV��$�VXEVWDQWLDO�QXPEHU�RI�WKHVH�ZRUNHUV�ZRXOG�EH�\RXQJ�� &RQFHUQHG� RUJDQL]DWLRQV� VKRXOG� ILQDQFH� VPDOO�HQWHUSULVHV� DQG� UHWUDLQ� \RXWK�ZKR�DUH� UHWLUHG�IURP�ORVV�PDNLQJ�FRPSDQLHV��VLQFH�HDUO\�UHWLUHPHQW�VFKHPHV�DUH�QRW�HQRXJK�DQG�DUH�EHVW�VXLWHG�IRU�ROGHU�ZRUNHUV��&ULWLFLVP� PD\� DOVR� VWHP� IURP� WKH� VDOH� RI� SURILWDEOH� FRPSDQLHV�� WKH� GHOD\� DQG�KHVLWDQF\� LQ� VHOOLQJ� ORVLQJ� FRPSDQLHV� GXH� WR� GHEW�� H[FHVV� ODERU� SUREOHPV� DQG�YDOXDWLRQ��DQG�UHO\LQJ�RQ�SURIHVVLRQDO�LQVWLWXWLRQV�LQ�WKH�VDOH�SURFHVV��&ULWLFLVP�PLJKW�DOVR� HPHUJH� LI� FRPSDQLHV� GR QRW� DELGH� E\� SULQFLSOHV� RI� WUDQVSDUHQF\� DQG� DGHTXDWH�GLVFORVXUH� LQ� DOO� SULYDWL]DWLRQ� SURFHGXUHV�� ([SHULHQFH� KDV� SURYHQ� WKDW� WKH� SXEOLF�RSLQLRQ�DQG�LQVWLWXWLRQV�LQ�WKH�FDSLWDO�PDUNHW�DV�ZHOO�DV�LQYHVWRUV�UHTXLUH�WUDQVSDUHQF\�FRQFHUQLQJ�WKH�SURJUHVV�RI�WKH�SURJUDP��7KH�SXEOLF�PXVW�EH�LQIRUPHG�DERXW�WKH�IDFWV�UHODWHG�WR�FRPSDQLHV�VROG�DQG�WKH�XVH�RI�SURFHHGV�IURP�SULYDWL]DWLRQ�WUDQVDFWLRQV�7KH�VNLOOV�DQG�LQVWLWXWLRQDO�FXOWXUH�RI�WKH�JRYHUQPHQW�DJHQFLHV�UHVSRQVLEOH�IRU�WKH�SULYDWL]DWLRQ� SURJUDP�� HVSHFLDOO\� WKRVH� LQ� WKH� H[HFXWLYH� EUDQFK�� PXVW� EH� HQKDQFHG��'XULQJ�WKH�SUHYLRXV�VXFFHVVIXO�SHULRG�RI�WKH�SURJUDP��VRPH�LQYHVWRUV�ZHUH�H[SRVHG�WR�ZRUNLQJV� RI� WKH� JRYHUQPHQW�� 0DQ\� LQYHVWRUV� GHYHORSHG� D� QHJDWLYH� LPSUHVVLRQ� RI�JRYHUQPHQW� DXWKRULWLHV� ZKLFK� ZHUH� VORZ� WR� DGGUHVV� WKHLU� FRQFHUQV� LQ� D� IHZ�XQVXFFHVVIXO� WUDQVDFWLRQV�� LQ� DGGLWLRQ� WR� WKH� SUREOHP� RI� WKH� RYHUYDOXDWLRQ� RI� DVVHWV�
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DQG� VKDUHV��7KLV� FRXOG�PDNH� LQYHVWRUV� UHOXFWDQW� WR� ELG� RQ� FRPSDQ\� RIIHULQJV� LQ� WKH�IXWXUH�� WKHUHE\�VORZLQJ�GRZQ� WKH�SDFH�RI� WKH�SURJUDP�DQG�XOWLPDWHO\�FRPSURPLVLQJ�WKH� FUHGLELOLW\� RI� WKH� JRYHUQPHQW� DQG� WKH� SRWHQWLDO� RI� SULYDWL]DWLRQ� DV� D� PHDQV� WR�JUHDWHU�HIILFLHQF\�DQG�HFRQRPLF�JURZWK�LQ�(J\SW��
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