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UHWDLQHG�DV�³WKH�H[FOXVLYH�VSKHUH�RI�LQIOXHQFH�RI�WKH�6RYLHW�8QLRQ´�� 2QFH�LQIRUPDO�FRQWURO�RI�WKH�UHJLRQVKLIWHG�WR�WKH�35&��WKH�UHJLRQ�ZDV�TXLFN�WR�UH�DVVHUW�LWV�LQGHSHQGHQFH��DIUDLG�RI�&KLQHVH�KHJHPRQ\���6XUHHQRXJK��%HLMLQJ�ZHQW�LQWR�WKH�UHJLRQ�ZLWK�JXQV�EOD]LQJ��DQG�IRUFLEO\�LQFRUSRUDWHG�ZKDW�EHFDPH�NQRZQ�DV;LQMLDQJ�LQWR�WKH�35&��7LEHW�DOVR�IRXQG�LWVHOI�IRUFLEO\�LQFOXGHG�LQWR�&KLQD��WKDQNV�WR�VWHDG\�&&3�UHVROYH�WR�UH�FODVVLI\�WKHUHJLRQ�DV�D�SDUW�RI�&KLQD��LQ�UHDOLW\��7LEHW�RQO\�EHFDPH�D�SDUW�RI�&KLQD�DV�RI�WKH�PLG�4LQJ�G\QDVW\��DQGHYHQ�WKHQ�ZDV�XQGHU�0DQFKX��DQG�QRW�+DQ��UXOH����%HLMLQJ�UHVROXWHO\�GHQLHV�WKDW�7LEHW�ZDV�LQFRUSRUDWHGLQWR�WKH�35&�DJDLQVW�LWV�ZLOO��DQG�DVVHUWV�WKDW�WKH�UHJLRQ�ZDV�³OLEHUDWHG´�IURP�WKH�GDUN�IRUFHV�RI�IHXGDOLVP�2QH�RIILFLDO�35&�ZHEVLWH�WDONV�RI�WKH�³SHDFHIXO�OLEHUDWLRQ�RI�7LEHW´��DQG�\HW�XQZLWWLQJO\�PHQWLRQV�RQ�WKHVDPH�SDJH�WKH�4DPGR�%DWWOH�WKDW�ZDV�ZDJHG�EHWZHHQ�WKH�ORFDO�7LEHWDQ�JRYHUQPHQW�DQG�WKH�3HRSOH¶V/LEHUDWLRQ�$UP\�RI�WKH�35&�� $Q�DQWL�%HLMLQJ�UHEHOOLRQ�ZDV�ODXQFKHG�VRRQ�WKHUHDIWHU��FDXVLQJ�WKH�UHJLRQ¶VSROLWLFDO�OHDGHU��WKH�'DODL�/DPD��WR�IOHH�WR�,QGLD�7KHVH�YDULRXV�FHQWUH�SHULSKHU\�UHODWLRQVKLSV��PRVW�RIWHQ�DQWDJRQLVWLF�VLQFH�WKHLU�YHU\�LQFHSWLRQ�KDYH�QRW�LPSURYHG�RYHU�WKH�GHFDGHV���,Q�PRVW�PLQRULW\�UHJLRQV�RI�&KLQD��%HLMLQJ�LV�VHHQ�DV�DQ�RXWVLGHU��DKHJHPRQLF�IRUFH�WKDW�LQWHUIHUHV�ZLWK�WKH�QRUPDOF\�RI�GDLO\�OLIH���7KHVH�PLQRULW\�GRPLQDWHG�UHJLRQV�RIWHQFRPH�WR�WKH�FRQFOXVLRQ�WKDW�WKH\�KDYH�OLWWOH�FRQWURO�RYHU�WKHLU�RZQ�DIIDLUV��D�VLJQLILFDQW�DPRXQW�RI�EODPH�LVSODFHG�XSRQ�%HLMLQJ�IRU�WKHLU�SROLWLFDO�DQG�HFRQRPLF�SUREOHPV��UHJDUGOHVV�RI�ZKDWHYHU�%HLMLQJ�LV�DFWXDOO\�WREODPH�
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³'HYHORSPHQW�RI�SURYLQFHV�ZLWK�KLJK�FRQFHQWUDWLRQV�RI�HWKQLF�PLQRULWLHV�VXFKDV�7LEHW��;LQMLDQJ��<XQQDQ��*XDQ[L�DQG�,QQHU�0RQJROLD�LV�FRQVLGHUHG�NH\�WRPDLQWDLQLQJ�SROLWLFDO�VWDELOLW\�´��,QGHHG��WKH�&&3�KDV�PDGH�WDFNOLQJ�UHJLRQDO�GLVSDULWLHV�RQH�RI�LWV�KLJKHVW�SULRULWLHV�LQ�UHFHQW�\HDUV�7KH�1LQWK�)LYH�<HDU�3ODQ�������������DQG�WKH�<HDU������/RQJ�7HUP�'HYHORSPHQW�3ODQ�RI������ERWKIRFXVHG�RQ�DOOHYLDWLQJ�WKH�HFRQRPLF�GLYLGH�EHWZHHQ�&KLQD¶V�UHJLRQV��� DQG�KDYH�EHHQ�KLJKO\�SDUDGHG�E\%HLMLQJ�LQ�DQ�HIIRUW�WR�VLJQDO�WKH�&&3¶V�UHVROYH�DW�FXUELQJ�WKLV�DODUPLQJ�WUHQG���7KH�³*R�:HVW´�FDPSDLJQ�DQQRXQFHG�RQ���0DUFK�������ZDV�HVWDEOLVKHG�LQ�RUGHU�WR�WDUJHW�³:HVWHUQ�&KLQD´��ZKLFK�LQFOXGHG&KRQJTLQJ�0XQLFLSDOLW\��6LFKXDQ��*XL]KRX��<XQQDQ��6KDDQ[L��*DQVX��4LQJKDL�SURYLQFHV��DQG�7LEHW�1LQJ[LD�+XL��;LQMLDQJ�8\JXU��,QQHU�0RQJROLD�DQG�*XDQJ[L�=KXDQJ�DXWRQRPRXV�UHJLRQV���%XW�GHVSLWH�DOOWKH�JUDQG�DQQRXQFHPHQWV�RI�WKRURXJK�HIIRUWV�DW�WDFNOLQJ�UHJLRQDO�GLVSDULWLHV��KDV�PXFK�DFWXDOO\�EHHQDFFRPSOLVKHG�LQ�SUDFWLFH"7KH�FXUUHQW�7HQWK�)<3��ZKLFK�EHJDQ�LQ�������KDV�FRQWLQXHG�WKH�UHFHQW�LQODQG�HPSKDVLV�ZLWK�HYHQPRUH�HQWKXVLDVP��� OHDGLQJ�RQH�WR�EHOLHYH�WKDW�OLWWOH�SURJUHVV�KDV�RFFXUUHG�LQ�DOOHYLDWLQJ�UHJLRQDOGLVSDULWLHV���$V�3HQQ\�&ULVS�DQG�5RVH�7DQJ�KDYH�VKRZQ��WKH�H[XOWDQW�³*R�:HVW´�FDPSDLJQ�KDV�RQO\VXFFHHGHG�LQ�³HQFRXUDJLQJ�PDLQO\�WRXULVP�DQG�URDG�EXLOGLQJ´��� -XVW�DIWHU�D�\HDU�VXEVHTXHQW�WR�WKHEHJLQQLQJ�RI�³*R�:HVW´��³���WKH�QXPEHU�RI�PXOWLQDWLRQDOV�JRLQJ�WR�WKH�SRRU�DQG�UHODWLYHO\�LQDFFHVVLEOHSURYLQFHV�VXFK�DV�;LQMLDQJ��7LEHW��4LQJKDL��*DQVX�DQG�*XL]KRX�KD>G@�EHHQ�PLQLPDO�´��$�EL]DUUH�DV�LW�PLJKW�LQLWLDOO\�VHHP��D�IHGHUDO�SROLWLFDO�IUDPHZRUN�PD\�KDYH�D�UROH�WR�SOD\�LQDGGUHVVLQJ�UHJLRQDO�GLVSDULWLHV�LQ�&KLQD�WKDW�ZRXOG�SURYH�PXFK�PRUH�VXFFHVVIXO�WKDQ�%HLMLQJ¶V�RIILFLDOO\WUXPSHWHG�FDPSDLJQV�RI�UHFHQW�\HDUV���6XFK�D�SURSRVLWLRQ�PLJKW�DW�ILUVW�VRXQG�OXGLFURXV�WR�WKH�:HVWHUQHUOLYLQJ�LQ�D�IHGHUDO�VWDWH��IRU�H[DPSOH��IHGHUDWLRQV�KDYH�QRW�WUDQVODWHG�LQWR�HFRQRPLF�EOLVV�DQG�WKH�UHPRYDO�RIUHJLRQDO�GLVSDULWLHV�LQ�VXFK�FRXQWULHV�DV�&DQDGD��ZKHUH�SURYLQFHV�VXFK�DV�1HZIRXQGODQG�UHPDLQ�LQ�UHODWLYHSRYHUW\�FRPSDUHG�WR�RWKHU�SURYLQFHV���+RZHYHU��ZH�ZRXOG�EH�ZLVH�WR�UHDOL]H�WKDW�VXFK�UHODWLYHO\LPSRYHULVKHG�SURYLQFHV�DV�;LQMLDQJ��7LEHW��DQG�,QQHU�0RQJROLD�FXUUHQWO\�GR�QRW�UHFHLYH�WKH�ILQDQFLDOEHQHILWV�RI�WKHLU�QDWXUDO�UHVRXUFHV��DV�WKH\�DUH�H[WUDFWHG�DQG�HIIHFWLYHO\�RZQHG�E\�WKH�FHQWUDO�OHYHO�RIJRYHUQPHQW���)RU�H[DPSOH��ZKHQ�RLO�ZDV�GLVFRYHUHG�LQ�;LQMLDQJ�D�OLWWOH�PRUH�WKDQ�D�GHFDGH�DJR��WKHSURYLQFH�RI�;LQMLDQJ�GLG�QRW�JHW�WR�NHHS�WKH�ULJKWV�RYHU�LWV�QDWXUDO�UHVRXUFH���%HLMLQJ�FODLPHG�RZQHUVKLS�DQG�;LQMLDQJ�ZDV�RQO\�JLYHQ�WKH�SURPLVH�RI�D�YDJXH�VKDUH�RI�VRPH�WKH�SURILWV���,I�WKH�LPSRYHULVKHG�DUHDV�RI�&KLQD�ZHUH�DEOH�WR�UHWDLQ�RZQHUVKLS�RYHU�WKHLU�QDWXUDO�UHVRXUFHV��WKHSHUFHSWLRQ RI�%HLMLQJ�FRPLQJ�LQ�DQG�SLOIHULQJ�ZKDW�OLWWOH�HFRQRPLF�DGYDQWDJHV�WKHVH�UHJLRQV�KDYH�ZRXOG�EHJUHDWO\�UHGXFHG���5HJDUGOHVV�RI�WKH�IDFW�WKDW�VRPH�FRPSHQVDWRU\�FDSLWDO�LV�JLYHQ�WR�SURYLQFHV�ZKRVH�QDWXUDOUHVRXUFHV�DUH�FODLPHG�E\�WKH�FHQWUDO�JRYHUQPHQW�XQGHU�WKH�FXUUHQW�V\VWHP��%HLMLQJ�LV�OLNHO\�VHHQ�DV�VWHDOLQJWKHVH�UHJLRQ¶V�IHZ�UHVRXUFHV��D�VLPLODU�VLWXDWLRQ�DV�WRRN�SODFH�LQ�WKH�8665��ZKHUH�LQGLYLGXDO�UHSXEOLFV�ZHUHRXWUDJHG�ZKHQ�WKHLU�UHVRXUFHV�ZHUH�FODLPHG�E\�0RVFRZ���,I�HDFK�UHJLRQ�ZDV�XQGHU�WKH�LPSUHVVLRQ�WKDW�WKH\ZRXOG�EH�DEOH�WR�NHHS�WKHLU�QHVW�HJJV�XQGHU�IHGHUDOLVP��LW�LV�OLNHO\�WKDW�VXFK�D�FKDQJH�ZRXOG�PDNH�DFRQVLGHUDEOH�GLIIHUHQFH�LQ�OHVVHQLQJ�DQWDJRQLVP�EHWZHHQ�%HLMLQJ�DQG�WKH�SHULSKHULHV�/RFDO�RZQHUVKLS�RI�UHVRXUFHV�PLJKW�QRW�VHHP�OLNH�D�PDMRU�WRRO�LQ�FRPEDWLQJ�UHJLRQDO�GLVSDULWLHV�KRZHYHU��ZKDW�LV�OLNHO\�WR�EH�EHWWHU�IRU�WKH�GHYHORSPHQW�RI�LQODQG�DUHDV�RI�&KLQD�LQ�WKH�ORQJ�UXQ��³*R:HVW´�VW\OH�FDPSDLJQV�UXQ�DSSDUHQWO\�KDOI�KHDUWHGO\�E\�WKH�FHQWUH��RU��LQVWHDG��WKH�DELOLW\�IRU�HDFK�UHJLRQ�WRRZQ�DQG�H[SORLW�WKHLU�RZQ�UHJLRQDO�UHVRXUFHV�ZLWKRXW�LQWHUIHUHQFH�IURP�%HLMLQJ"��8QGRXEWHGO\��WKHUH�ZRXOGEH�PRUH�HFRQRPLF�LQFHQWLYHV�IRU�LQODQG�DUHDV�WR�GHYHORS�DQG�H[SORLW�WKHLU�QDWXUDO�UHVRXUFHV�LI�WKH\�IHOW�WKDWWKH\�DORQH�ZRXOG�EH�WKH�EHQHIDFWRU�RI�WKH�IUXLWV�RI�VXFK�ODERXUV���6HHLQJ�DV�RLO�GHSRVLWV�KDYH�UHFHQWO\�EHHQIRXQG�LQ�7LEHW�DQG�,QQHU�0RQJROLD��� WKH�EHQHILWV�RI�OHWWLQJ�HDFK�SURYLQFH�UHWDLQ�RZQHUVKLS�RI�LWV�RZQQDWXUDO�UHVRXUFHV�FRXOG�SURYH�D�PDMRU�IDFWRU�LQ�WKH�EDWWOH�DJDLQVW�SRYHUW\�DQG�UHJLRQDO�GLVSDULWLHV�LQ�&KLQD�
�� /DP��³&KLQD
V�+DUG�6HOO�LQ�WKH�0LOG��0LOG�:HVW�´�� /L�6L�PLQJ��S�������FLWLQJ�WKH�6WDWH�&RXQFLO�'HYHORSPHQW�5HVHDUFK�&HQWUH�6WXG\�*URXS��*XRZX\XDQ)D]KDQ�<DQMLX�=KRQJ[LQ�.HWL]X���=KRQJJXR��.XDVKLML�4X\X�;LHWLDR�)D]KDQ�=KDQOXH �&KLQD��&URVV�&HQWXU\�5HJLRQDO�'HYHORSPHQW�6WUDWHJ\���%HLMLQJ��.H[XH�&KXEDQVKH��������S������ 7KH�(FRQRPLVW��³(FRQRPLF�6WUXFWXUH�´�� 6HH�&ULVS�DQG�7DQJ��� /DP��³&KLQD
V�+DUG�6HOO�LQ�WKH�0LOG��0LOG�:HVW�´�� &KULVWRIIHUVHQ��³;LQMLDQJ�DQG�WKH�*UHDW�,VODPLF�&LUFOH�´�� 5LJ]RQH���³/DUJH�*DV�'LVFRYHU\�0DGH�,Q�1RUWKHUQ�&KLQD�´
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:KLOH�OHWWLQJ�WKH�PRUH�LPSRYHULVKHG�SURYLQFHV�UHWDLQ�RZQHUVKLS�RI�WKHLU�QDWXUDO�UHVRXUFHV�ZRXOGJR�D�ORQJ�ZD\�LQ�DOOHYLDWLQJ�UHJLRQDO�GLVSDULWLHV��VXFK�D�PRYH�DORQH�LV�QRW�OLNHO\�WR�HOLPLQDWH�WKH�SUREOHPDOWRJHWKHU���,Q�DGGLWLRQ��WKH�WUDQVIHU�SD\PHQWV�V\VWHP�FXUUHQWO\�LQ�SODFH�QHHGV�WR�EH�UHJXODUL]HG���0RUHVSHFLILFDOO\��LW�QHHGV�WR�EH�UHFRQVWUXFWHG�XQGHU�WKH�IXQGDPHQWDO�SUHPLVH�WKDW�PRQLHV�DUH�VHQW�WR�UHJLRQVPRVW�LQ�QHHG��UDWKHU�WKDQ�WR�UHJLRQV�WKDW�DUH�GHPDUFDWHG�DV�LQYHVWPHQW�SULRULW\�]RQHV���:KLFK�LV�OLNHO\�WRKDYH�D�PRUH�EHQHILFLDO�LPSDFW�RQ�WKH�35&¶V�VWDELOLW\��WUDQVIHUULQJ�FDSLWDO�WR�WKH�FRDVWDO�UHJLRQV�WKDW�DUHDOUHDG\�ERRPLQJ�LQ�WKH�QDPH�RI�HYHQ�KLJKHU�SURGXFWLYLW\�DQG�SURVSHULW\�WKHUH��RU�WUDQVIHUULQJ�FDSLWDO�WR�WKHPRUH�LPSRYHULVKHG�DUHDV�RI�&KLQD��VXFK�DV�;LQMLDQJ��7LEHW��DQG�,QQHU�0RQJROLD"7KXV��D�WUDQVIHU�SD\PHQW�V\VWHP�EDVHG�RQ�PHULW��ZKLFK�LV�FXUUHQWO\�LQ�SODFH�LQ�VXFK�:HVWHUQFRXQWULHV�DV�*HUPDQ\��ZRXOG�EH�LGHDO���+RZ�FDQ�WKH�PRUH�LPSRYHULVKHG�DUHDV�RI�&KLQD��ZKLFKFRLQFLGHQWDOO\�DUH�WKH�DUHDV�ZKLFK�DUH�WKH�ELJJHVW�WKUHDW�WR�WKH�35&¶V�SROLWLFDO�VWDELOLW\��LPSURYH�WKHLUHFRQRPLHV�DQG�VWDQGDUGV�RI�OLYLQJ�LI�WKH\�DUH�EHLQJ�EOHG�RI�WKHLU�UHVRXUFHV��DQG�GR�QRW�UHFHLYH�WKH�FDSLWDOWKH\�GHVHUYH�GXH�WR�WKHLU�LPSRYHULVKHG�FRQGLWLRQV"
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6R�IDU��RXU�K\SRWKHWLFDO�&KLQHVH�IHGHUDOLVP�JLYHV�SURYLQFHV�VLJQLILFDQW�DQG�JHQXLQH�DXWRQRP\RYHU�WKH�FRQWURO�RI�WKHLU�RZQ�UHJLRQDO�DIIDLUV���$QG�\HW�%HLMLQJ�KDV�WKH�ILQDO�VD\�RYHU�QDWLRQDO�PDWWHUV�\LHOGLQJ�WKH�ILJXUDWLYH�FOXE��DEOH�WR�VPDVK�DQ\�IRUP�RI�LQGHSHQGHQFH�HIIRUWV���:LWK�WKLV�LQ�PLQG��LW�ZRXOG�EHVDIH�WR�ODEHO�VXFK�D�IHGHUDO�DUUDQJHPHQW�DV�EHLQJ�RQH�EDVHG�XSRQ�DQ�DXWKRULWDULDQ�FR�RUGLQDWLQJ�FHQWUDOJRYHUQPHQW���7KH�FHQWUDO�JRYHUQPHQW�XQGHU�WKH�&&3�ZRXOG�UHPDLQ�D�³VRIW�DXWKRULWDULDQ´�HQWLW\�VXEVHTXHQWWR�WKH�LPSOHPHQWDWLRQ�RI�D�IHGHUDO�IUDPHZRUN��UHIXVLQJ�WR�OHW�DQ\�UHJLRQ�RI�WKH�35&�HQJDJH�LQ�WHUULWRULDODJJUDQGL]HPHQW���,W�ZRXOG�JLYH�JXLGDQFH�WR�WKH�SURYLQFHV�DV�WR�KRZ�WKH�RYHUDOO�UHIRUP�DQG�WUDQVLWLRQSURJUDPPH�ZRXOG�SURFHHG��EXW�RWKHU�WKDQ�WKDW��WKH�&&3�ZRXOG�EXWW�RXW�RI�WKH�UHJLRQDO�JRYHUQPHQW¶V�ZD\LQ�WHUPV�RI�IRUPXODWLQJ�ORFDO�SROLFLHV�,V�WKH�LGHD�RI�DQ�DXWKRULWDULDQ IHGHUDWLRQ�D�FRQWUDGLFWLRQ"��6LQFH�WKH�LQWHQWLRQ�RI�D�IHGHUDO�SROLWLFDOIUDPHZRUN�LV�WR�GHFHQWUDOL]H�SRZHU��ZKHUHDV�DXWKRULWDULDQLVP�VWULYHV�WR�FHQWUDOL]H�SRZHU��ZRXOGQ¶W�DQDXWKRULWDULDQ�IHGHUDWLRQ�EH�DQ�LQKHUHQWO\�XQVWDEOH�SROLWLFDO�GHYLFH"��6RPH�KDYH�DUJXHG�WKDW�SHUKDSV�HYHQ�DSDUOLDPHQWDU\ IHGHUDO�V\VWHP�LV�WRR�PXFK�RI�D�FRQWUDGLFWLRQ�RI�WHUPV���2QH�VXFK�H[DPSOH�LV�%KDJZDQ�'�'XD��ZKR�QRWHV�³LW�PD\�EH�DUJXHG�DW�D�WKHRUHWLFDO�OHYHO�WKDW�WKH�PDUULDJH�EHWZHHQ�D�IHGHUDO�V\VWHP�ZKLFKWHQGV�WR�GLIIXVH�SRZHU�DQG�D�SDUOLDPHQWDU\�V\VWHP�ZKLFK�WHQGV�WR�FRQFHQWUDWH�SRZHU�LV�DW�EHVW�DQLQFRQYHQLHQW�RQH�´��+RZHYHU��XSRQ�FORVHU�UHIOHFWLRQ��DQ�DXWKRULWDULDQ�IHGHUDWLRQ�VKRXOG�QRW�EH�ZULWWHQ�RII�IRUSURPRWLQJ�ERWK�FHQWUDOL]DWLRQ�DQG�GHFHQWUDOL]DWLRQ��VLQFH�WKH�UHDOLW\�LV�PRUH�FRPSOH[�WKDQ�WKDW�DORQH���7KHGHFHQWUDOL]DWLRQ�RI�IHGHUDOLVP�LV�QRW�QHFHVVDULO\�LQWHQGHG�WR�IRVWHU�D�ZHDN�QDWLRQDO�OHYHO�RI�JRYHUQPHQW��DVPXFK�DV�LW�LV�WR�JLYH�HDFK�UHJLRQ�D�GLVWLQFW�YRLFH�YLV�j�YLV�WKH�IHGHUDO�JRYHUQPHQW���7KH�GHOLQHDWLRQ�RIDXWRQRP\�LQKHUHQW�LQ�D�IHGHUDO�SROLWLFDO�IUDPHZRUN�DFNQRZOHGJHV�WKDW�SDUWLFXODU�UHJLRQDO�LVVXHV�DQGSUREOHPV�DUH�EHVW�WDFNOHG�ORFDOO\���0HDQZKLOH��WKH�FHQWUDOL]DWLRQ�RI�D�SDUOLDPHQWDU\�V\VWHP�LV�QRW�VR�PXFK�DSOR\�WR�WDNH�SRZHU�IURP�WKH�UHJLRQV�DV�LW�LV�D�V\VWHP�WKDW�LV�PRUH�HPSRZHULQJ�IRU�WKH�FHQWUDO�JRYHUQPHQW�,Q�WKH�&DQDGLDQ�JRYHUQPHQW��IRU�H[DPSOH��WKHUH�LV�QR�WURXEOHVRPH�H[HFXWLYH�OHJLVODWLYH�GHDGORFN�VXFK�DVWKHUH�RIWHQ�LV�LQ�SUHVLGHQWLDO�V\VWHPV��DV�LQ�WKH�8QLWHG�6WDWHV���:H�FDQ�VHH�WKDW��LQ�SUDFWLFH��D�SDUOLDPHQWDU\IHGHUDWLRQ�FOHDUO\�PDNHV�VHQVH��DQG�LV�E\�QR�PHDQV�VHOI�FRQWUDGLFWRU\���$�V\VWHP�LQ�ZKLFK�WKH�FHQWUDO�OHYHORI�JRYHUQPHQW�LV�VWURQJ��DQG�\HW�ZKHUH�WKH�UHJLRQV�KDYH�D�SRZHUIXO�YRLFH�DQG�FOHDUO\�GHOLQHDWHG�DUHDV�RIFRQVWLWXWLRQDO�MXULVGLFWLRQ�LV��LI�DQ\WKLQJ��D�VWDEOH�FRPSURPLVH���,I�D�SDUOLDPHQWDU\�IHGHUDWLRQ�LV�QRW�DFRQWUDGLFWRU\�LGHD��DQG�LV�DUJXDEO\�D�VWDELOL]LQJ�IDFWRU�LQ�WKRVH�FRXQWULHV�WKDW�HPSOR\�VXFK�D�SROLWLFDOIUDPHZRUN��VKRXOG�DQ�DXWKRULWDULDQ�IHGHUDWLRQ�EH�DQ\�OHVV�GHVLUDEOH"��:RXOG�VXFK�D�V\VWHP�QRW�EULQJ�ZLWK�LWD�FDOPLQJ�LQIOXHQFH�LI�LQWURGXFHG�LQWR�VWDWHV�WKDW�DUH�FXUUHQWO\�XQLWDU\�DQG�DXWKRULWDULDQ"
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2QH�RI�WKH�ELJJHVW�SUREDEOH�IHDUV�DERXW�VKLIWLQJ�WR�D�IHGHUDO�IUDPHZRUN�ZRXOG�FRQFHUQ�WKHLPPHQVH�IRUPDO�FKDQJHV�WKDW�ZRXOG�QHHG�WR�EH�LPSOHPHQWHG���,I�WKH�SROLWLFDO�DQG�HFRQRPLF�V\VWHPV�DWZRUN�ZLWKLQ�WKH�35&�ZRXOG�QHHG�WR�EH�UDGLFDOO\�UH�DGMXVWHG�LQ�RUGHU�WR�VXLW�IHGHUDOLVP��ZRXOGQ¶W�VXFK�DSDUDGLJP�VKLIW�FDXVH�PRUH�WUDXPD�WKDQ�LW�ZRXOG�VWDELOLW\"��)RUWXQDWHO\��WKH�VKLIW�WR�IHGHUDOLVP�ZRXOG�QRW�EHWKH�PRQXPHQWDO�VKLIW�LW�PD\�LQLWLDOO\�DSSHDU�WR�EH���0DQ\�WUHQGV�LQ�UHFHQW�\HDUV�LQ�WKH�35&�KDYH�DOUHDG\WDNHQ�&KLQD�WRZDUG�VRPHWKLQJ�TXLWH�GLIIHUHQW�IURP�LWV�SUH�3OHQXP�SDVW���7KH�OHDGHUVKLS�LQ�=KRQJQDQKDLKDYH�EHHQ�VWHHULQJ�WKH�35&�WRZDUG�JUHDWHU�UHJLRQDO�DXWRQRP\��ERWK�HFRQRPLFDOO\�DQG�SROLWLFDOO\��IRU�\HDUVQRZ�

(FRQRPLF�7UHQGV
7KH�LGHD�RI�GRZQORDGLQJ�HFRQRPLF�RZQHUVKLS�RI�UHJLRQDO�UHVRXUFHV�WR�WKH�SURYLQFLDO�OHYHO�RIJRYHUQPHQW�PD\�VRXQG�D�UDWKHU�ODUJH�MXPS�WR�WKRVH�LQ�=KRQJQDQKDL���+RZHYHU��LQ�OLJKW�RI�DOO�WKH�P\ULDGHIIRUWV�DW�HFRQRPLF�GHFHQWUDOL]DWLRQ�WKDW�KDYH�EHHQ�FDUULHG�RXW�VLQFH�WKH�LQFHSWLRQ�RI�WKH�SRVW�3OHQXP�HUD�WKH�VKLIW�WR�D�IHGHUDO�VWDWH�PLJKW�QRW�EH�TXLWH�DV�ODUJH�DV�LW�P\�DSSHDU�WR�EH���9DULRXV�HFRQRPLF�PDWWHUV�DQGUHVSRQVLELOLWLHV�KDYH�DOUHDG\�EHHQ�GHOLQHDWHG�WR�WKH�ORZHU�OHYHOV�RI�JRYHUQPHQW�LQ�WKH�35&��WKXV�PDNLQJ�WKHFKDQJH�WR�D�IHGHUDO�IUDPHZRUN�QRW�TXLWH�VR�MROWLQJ�WR�WKH�FXUUHQW�VWDWXV�TXR�DV�LW�FRXOG�KDYH�EHHQ�KDG�OHVVHFRQRPLF�GHFHQWUDOL]DWLRQ�EHHQ�SXUVXHG�TXLWH�VR�IHUYHQWO\�RYHU�WKH�SDVW�ILIWHHQ�RU�VR�\HDUV�8QGHU�FORVHU�VFUXWLQ\��&KLQD¶V�HFRQRPLF�UHDOP�KDV�EHFRPH�GHFHQWUDOL]HG�WR�VXFK�DQ�H[WHQW�WKDWWKH�35&¶V�HFRQRP\�KDV�FRPH�WR�WDNH�WKH�PRQLNHU�RI�³IHGHUDOLVP��&KLQHVH�VW\OH´���9DULRXV�DUWLFOHV�E\�4LDQDQG�:HLQJDVW�GLVVHFW�ZKDW�WKH\�VHH�DV�&KLQD¶V�³PDUNHW�SUHVHUYLQJ�IHGHUDOLVP´���:DQJ�<LMLDQJ�DQG�&KXQ&KDQJ�VKDUH�VLPLODU�GLVSRVLWLRQV��FODLPLQJ�WKDW�WKH�35&�KDV�DOUHDG\�EHFRPH�D�³VHPLIHGHUDOLVW´�VWDWHKHDGLQJ�WRZDUG�WKH�SULYDWL]DWLRQ�RI�LWV�HFRQRP\���6LQFH�WKH�MXPS�WR�IHGHUDOLVP�ZRXOG�VXUHO\�PHDQ�\HW�DQRWKHU�QDLO�LQ�WKH�FRIILQ�RI�&KLQD¶VFRPPDQG�HFRQRP\��ZRXOG�WKH�&&3�EH�ZLOOLQJ�WR�JLYH�XS�LWV�FRPPDQG�HFRQRP\�VXSHUYLVRU\�UROH�WKDW�LVSHUKDSV�LQKHUHQW�LQ�WKH�MXPS�WR�IHGHUDOLVP"��%HLMLQJ�KDV�IRXQG�LW�WR�LWV�DGYDQWDJH�WR�EH�DEOH�WR�VWHHULQYHVWPHQW�LQWR�ZKDW�LW�VHHV�DV�NH\�ORFDWLRQV���:LWKRXW�WKLV�DELOLW\��WKH�&&3�ZRXOG�QRW�KDYH�EHHQ�DEOH�WRKDYH�VWUDWHJLFDOO\�IXQQHOHG�FDSLWDO�LQWR�WKH�FRDVWDO�DUHDV�DV�LW�KDV�GRQH�VLQFH�WKH�LQFHSWLRQ�RI�WKH�SRVW�3OHQXP�SHULRG��D�VLJQLILFDQW�IDFWRU�LQ�WKH�UHJLRQ¶V�FXUUHQW�ERRPLQJ�HFRQRP\���:RXOG�%HLMLQJ�EH�ZLOOLQJ�WRJLYH�XS�LWV�DELOLW\�WR�PRYH�FDSLWDO�DURXQG�&KLQD¶V�ODUJH�HFRQRP\"2QH�YLDEOH�DUJXPHQW�LV�WKDW�%HLMLQJ¶V�FRPPDQG�HFRQRP\�UROH�KDG�OHVV�WR�GR�ZLWK�WKH�VRXWKHUQFRDVWDO�UHJLRQ¶V�ERRP�WKDQ�ZH�WHQG�WR�EHOLHYH���3HUKDSV�WKH�FRDVWDO�ERRP�LV�OHVV�DERXW�%HLMLQJ�EHLQJ�DEOH�WRVXFFHVVIXOO\�VWHHU�PRQH\�DURXQG�WKH�FRXQWU\�WKDQ�ZH�PLJKW�EH�LQFOLQHG�WR�WKLQN��VLQFH�WKH�&&3¶V�RYHUDOOUHFRUG�RI�HFRQRPLF�PDQLSXODWLRQ�LV�IDU�IURP�SHUIHFW����,W�FRXOG�YHU\�ZHOO�EH�WKDW�&KLQD¶V�VRXWKHUQ�FRDVWDOH[SORVLRQ�FDPH�DERXW�PRUH�EHFDXVH�RI�WZR�RWKHU�NH\�IDFWRUV����EHFDXVH�RYHUVHDV�&KLQHVH�GHFLGHG�WR�LQYHVW�FKRVH�WKHLU�KRPH�ORFDOHVVSHFLILFDOO\�EHFDXVH�RI�HPRWLRQDO�WLHV�WR�VXFK�UHJLRQV��DQG�QRW�MXVW�D�UDQGRPUHJLRQ�VRPHRQH�WROG�WKHP�ZDV�KRW��DQG����EHFDXVH�RI�WKH�VWUDWHJLF�ORFDWLRQ�RIWKH�FRDVWDO�DUHDV��LQ�FORVH�SUR[LPLW\�WR�WKH�HFRQRPLF�SRZHUKRXVHV�+RQJ.RQJ��7DLZDQ��DQG�6RXWKHDVW�$VLD�,I�WKLV�LV�SDUWLDOO\�WUXH��WKHQ�WKH�DELOLW\�RI�WKH�&&3�WR�SXPS�PRQH\�LQWR�;LQMLDQJ�DQG�RWKHU�FXUUHQWO\LPSRYHULVKHG�DUHDV�ZLOO�QRW�KDYH�WKH�VDPH�VXEVWDQWLDO�EHQHILW�WKDW�WUDQVIHU�SD\PHQWV�KDG�IRU�WKH�VRXWKHUQFRDVWDO�UHJLRQ���$V�KDV�EHHQ�REYLRXV��&KLQD¶V�DELOLW\�WR�DGGUHVV�UHJLRQDO�LQHTXDOLWLHV��VSHFLILFDOO\DWWHPSWLQJ�WR�WDFNOH�WKH�SRYHUW\�RI�&KLQD¶V�SRRUHVW�UHJLRQV��KDV�KDG�OLWWOH�LI�DQ\�UHVXOW��GHVSLWH�EHLQJ�DQRIILFLDO�QDWLRQDO�SULRULW\�VLQFH������$OO�RI�WKLV�WDON�DVVXPHV�WKDW�&KLQD�QHHGV�WR�EH�XQGHU�D�FRPPDQG�HFRQRP\�LQ�RUGHU�IRU�%HLMLQJ�WREH�DEOH�WR�VSUHDG�FDSLWDO�WR�UHJLRQV�LQ�QHHG�RI�VXFK�ILQDQFLDO�LQIXVLRQV���+RZHYHU��WKH�UHDOLW\�LV�WKDW�WKHFRPPDQG�HFRQRP\�LV�DQ�H[WUHPH�YHUVLRQ�RI�D�VWDWH�EHLQJ�DEOH�WR�PRYH�DURXQG�FDSLWDO��&KLQD�QHHG�QRWUHWDLQ�WKLV�DUJXDEO\�DUFDQH�HFRQRPLF�SDUDGLJP�LQ�RUGHU�WR�VSUHDG�ZHDOWK�DURXQG�WKH�FRXQWU\���$OO�WKDW�LVQHFHVVDU\�IRU�VXFK�D�SURFHVV�LV�D�PHUH�WUDQVIHU�SD\PHQW�V\VWHP��DQ�HFRQRPLF�WUDLW�WKDW�FDQ�REYLRXVO\�H[LVWLQ�D�IHGHUDO�SROLWLFDO�V\VWHP��DV�WKH�H[DPSOH�RI�&DQDGD�FOHDUO\�LOOXVWUDWHV�
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%HLMLQJ�PD\�EH�DSSUHKHQVLYH�WR�WKH�WKRXJKW�RI�D�SROLWLFDO�V\VWHP�WKDW�HQFRXUDJHV�&KLQD¶V�UHJLRQVWR�GLUHFWO\�FRPSHWH�ZLWK�RQH�DQRWKHU���7KH�QRWLRQ�RI�SURYLQFHV�EDWWOLQJ�LW�RXW��ILJXUDWLYHO\�VSHDNLQJ��WRFXUU\�IDYRXU�DQG�JDLQ�DVVHWV�IURP�WKH�FHQWUDO�JRYHUQPHQW��PLJKW�EH�PLVFRQVWUXHG�DV�WKH�ILUVW�VWHS�LQ�DVOLSSHU\�VORSH�WRZDUG�FRQIURQWDWLRQDO�UHJLRQDOLVP���7KLV�FRQFHSW�EHFRPHV�HVSHFLDOO\�ZRUULVRPH�GXH�WR�WKHIDFW�WKDW�SURYLQFHV�DV�;LQMLDQJ�DQG�7LEHW�FRQWDLQ�ODUJH�QXPEHUV�RI�QRQ�+DQ�PLQRULW\�SRSXODWLRQV��DQG�WKXV%HLMLQJ�ZRXOG�ZRUU\�FRPSHWLWLRQ�FRXOG�VKLIW�IURP�EHWZHHQ�SURYLQFHV�WR�EHWZHHQ�HWKQLF�JURXSV���6XFK�DUHVXOW�FRXOG�OHDG�WR�XQVSHDNDEOH�FRQVHTXHQFHV��DQG�SHUKDSV�HYHQ�D�%DONDQL]DWLRQ�RI�WKH�3HRSOH¶V�5HSXEOLFRI�&KLQD���7KH�WKRXJKW�RI�DUHDV�ZLWK�SULPDULO\�PLQRULW\�HWKQLF�JURXSV�WXUQLQJ�XSRQ�ORFDO�+DQ�SRSXODWLRQV��DWXUQ�RI�HYHQWV�WKDW�RFFXUUHG�LQ�WKH�IRUPHU�<XJRVODYLD��SHUKDSV�LV�HQRXJK�WR�PDNH�%HLMLQJ�WKLQN�WZLFH�DERXWHQFRXUDJLQJ�LWV�UHJLRQV�WR�FRPSHWH�ZLWK�HDFK�RWKHU�LQVWHDG�RI�VLPSO\�IROORZLQJ�D�%HLMLQJ�OHG�EDQQHU�9DOHUL\�=RU¶NLQ��WKH�5XVVLDQ�)HGHUDWLRQ¶V�ILUVW�&KLHI�-XVWLFH�RI�WKH�&RQVWLWXWLRQ�&RXUW��IHOW�WKH�FRQVHTXHQFHRI�VXFK�D�IHGHUDO�FROODSVH�LQ�5XVVLD�ZRXOG�EH�D�VFHQDULR�³D�KXQGUHG�WLPHV�ZRUVH�WKDQ�<XJRVODYLD�´�� 6XFKD�VLWXDWLRQ�ZRXOG�OLNHO\�SURYH�HTXDOO\�GHYDVWDWLQJ�WR�WKH�35&�LI�LW�ZHUH�WR�XQIROG�ZLWKLQ�&KLQD¶V�ERUGHUV�7KHUH�DUH�WKUHH�UHDVRQV�ZK\�D�IHGHUDO�&KLQD�LV�XQOLNHO\�WR�ZLWQHVV�D�SURFHVV�RI�³%DONDQL]DWLRQ�´)LUVW��DV�DOUHDG\�PHQWLRQHG��D�IHGHUDO�&KLQD�ZRXOG�OLNHO\�QRW�EH�DQ�HWKQRIHGHUDWLRQ���5DWKHU�WKDQ�UH�GUDZLQJ&KLQD¶V�PDS�EDVHG�XSRQ�UDFLDO�OLQHV��DQ�H[HUFLVH�WKDW�DOPRVW�DOZD\V�HQGV�LQ�PLVHU\��D�IHGHUDO�35&�ZRXOGPRVW�SUREDEO\�UHWDLQ�LWV�FXUUHQW�SROLWLFDO�VWUXFWXUH��OXPSLQJ�HWKQLF�JURXSV�WRJHWKHU��IRUFLQJ�WKHP�WR�ZRUNWRJHWKHU���7KH�&&3�ZRXOG�OLNHO\�DVVHUW�WKDW�SURYLQFHV�EHORQJHG�WR�QR�VLQJOH�HWKQLF�JURXS��EXW�ZHUH�LQVWHDGHTXDOO\�WKH�WHUULWRU\�RI�DOO�WKRVH�HWKQLF�JURXSV�ZKR�UHVLGHG�LQ�WKHP���8QOLNH�LQ�<XJRVODYLD��ZKHUH�HDFKIHGHUDO�VWDWH�ZDV�FOHDUO\�DVVRFLDWHG�ZLWK�D�VLQJOH�HWKQLF�JURXS�DQG�UHOLJLRQ��&KLQD¶V�PRUH�KHWHURJHQHRXVDQG�FRPSOH[�GHPRJUDSKLFV�ZRXOG�OLNHO\�SURYH�WRR�FRPSOH[�WR�UHVXOW�LQ�%DONDQL]DWLRQ��GXH�WR�WKH�35&¶VUHJLRQV�PRVWO\�EHLQJ�RI�DPELJXRXV�³EHORQJLQJ´�6HFRQG��DV�SUHYLRXVO\�QRWHG��ZKLOH�<XJRVODYLD�ZDV�D�VKDP�IHGHUDWLRQ��D�IHGHUDO�35&�ZRXOG�PRVWFHUWDLQO\�FRQWDLQ�WUXH�IHGHUDO�FKDUDFWHULVWLFV���$V�6HUELD¶V�DXWKRULWDULDQ�FRQWURO�EHJDQ�WR�VOLS�LQ�WKH<XJRVODY�)HGHUDWLRQ��WKH�FRXQWU\¶V�QRQ�6HUE�UHJLRQV�EHJDQ�WR�VHHN�LQGHSHQGHQFH�LQ�OLJKW�RI�WKH�IDFW�WKDWWKH�FRXQWU\�ZDV�QRW�HIIHFWLYHO\�UHSUHVHQWLQJ�WKHLU�LQWHUHVWV��GXH�WR�<XJRVODYLD¶V�XQLWDU\�VWUXFWXUH�LQSUDFWLFH���,I�%HLMLQJ�ZHUH�WR�HQWHU�LQWR�D�IHGHUDO�DUUDQJHPHQW��IRU�UHDVRQ�DOUHDG\�PHQWLRQHG��LW�ZRXOG�PRVWFHUWDLQO\�GHOLQHDWH�VLJQLILFDQW�DXWRQRP\�WR�WKH�UHJLRQDO�OHYHO��OLPLWLQJ�WKH�LPSHWXV�IRU�&KLQD¶V�UHJLRQV�WRZLVK�WR�VHFHGH�7KLUG��%HLMLQJ�ZRXOG�EH�XQOLNHO\�WR�UDOO\�EHKLQG�DQ\�VLQJOH�HWKQLF�JURXS�DIWHU�WKH�WUDQVLWLRQ�WR�DIHGHUDWLRQ��IRU�IHDU�RI�DOLHQDWLQJ�RWKHU�JURXSV��ZKLFK�ZRXOG�XQUDYHO�WKH�HQWLUH�IUDPHZRUN���DQG�ZRXOG�PRVWSUREDEO\�UHPDLQ�DQ�HWKQLFDOO\�QHXWUDO�FHQWUDO�JRYHUQPHQW���7KH�ELJ�SUREOHP�ZDV�WKDW�WKH�³IHGHUDO´JRYHUQPHQW�ZDV�QRW�WUXO\�D�QDWLRQDO�JRYHUQPHQW��6ORERGDQ�0LORVHYLF�ZDV�PRUH�D�UHSUHVHQWDWLYH�RI�6HUELDWKDQ�RI�DOO�RI�<XJRVODYLD��DQG�KHQFH�DQ�DOPRVW�HPSLUH�OLNH�DUUDQJHPHQW�ZLWKLQ�WKH�<XJRVODY�IHGHUDWLRQ�ZDVDSSDUHQW���7KH�&&3��XQGHU�D�IHGHUDWLRQ��ZRXOG�KDYH�WR�HQVXUH�LW�UHSUHVHQWHG�DOO�RI�WKH�35&��DQG�QRW�VRPHVSHFLILF�EORF��H�J��WKH�FRDVWDO�UHJLRQV��RU�HWKQLFLW\��H�J��WKH�+DQ��
:RXOG�&RQWLQXHG�&RQWURO�2YHU�7KH�3/$�%H�(QVXUHG"

$QRWKHU�GLOHPPD�IRU�%HLMLQJ�ZRXOG�EH�LWV�DELOLW\�WR�HQVXUH�WKH�3HRSOH¶V�/LEHUDWLRQ�$UP\UHPDLQHG�OR\DO�WR�WKH�FHQWUDO�JRYHUQPHQW�GXULQJ�WLPHV�RI�WXUEXOHQFH���$W�OHDVW�WZLFH�GXULQJ�WKH�VKRUW�KLVWRU\RI�WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD�WKH�3/$¶V�VXSSRUW�RI�WKH�FHQWUDO�OHDGHUVKLS�KDV�EHHQ�VKDN\�DW�EHVW�GXULQJ�SHULRGV�RI�WKH�&XOWXUDO�5HYROXWLRQ�DQG�GXULQJ�-XQH��WK���,I�GHFHQWUDOL]DWLRQ�ZHUH�WR�VXGGHQO\�VSLUDORXW�RI�FRQWURO�DQG�%HLMLQJ�QHHGHG�WR�FXUWDLO�LQGHSHQGHQFH�DQG�RU�HWKQRQDWLRQDOLVW�PRYHPHQWV�ZLWK�WKH�XVHRI�IRUFH��VXUHO\�WKH�DUP\�ZRXOG�EH�WKH�FHQWUDO�JRYHUQPHQW¶V�SULPDU\�VRXUFH�RI�HQIRUFHPHQW���:LWK�3/$IRUFHV�VLWXDWHG�WKURXJKRXW�WKH�FRXQWU\��KRZ�FRXOG�WKH�FHQWUDO�JRYHUQPHQW�HQVXUH�WKDW�LWV�PLOLWDU\�IRUFHVZRXOG�UHPDLQ�OR\DO�WR�%HLMLQJ�UDWKHU�WKDQ�WR�WKH�UHJLRQV�LQ�ZKLFK�WKH\�ZRXOG�EH�VLWXDWHG"��7KLV�TXHVWLRQEHFRPHV�HVSHFLDOO\�FUXFLDO�LI�D�UHJLRQDOLVW�DQG�RU�HWKQRQDWLRQDOLVW�PRYHPHQW�ZHUH�WR�VZHHS�DFURVV�&KLQD�ZRXOG�LQGLYLGXDO�WURRSV�EH�SURQH�WR�IDOOLQJ�WR�HWKQRQDWLRQDOLVW�IHUYRU�DQG�VLGLQJ�ZLWK�WKHLU�ORFDOH�LQVWHDG�RIZLWK�WKH�FHQWUDO�JRYHUQPHQW"7ZR�SRWHQWLDO�VROXWLRQV�IRU %HLMLQJ�H[LVW�LQ�DWWHPSWLQJ�WR�HQVXUH�WKH�FRQWLQXHG�OR\DOW\�RI�WKH�3/$�)LUVW��LW�FRXOG�SRVW�PLOLWDU\�SHUVRQQHO�LQ�UHJLRQV�RWKHU�WKDQ�WKHLU�DFWXDO�KRPH�SURYLQFHV���7KLV�SROLF\�DOUHDG\H[LVWV�IRU�PDQ\�RIILFLDOV�ZLWKLQ�WKH�QDWLRQDO�EXUHDXFUDF\��DQG�IDU�SUH�GDWHV�WKH�IRUPDWLRQ�RI�WKH�35&�6HFRQG��%HLMLQJ�FRXOG�PDNH�VXUH�WKDW�WKH�PLOLWDU\�SURFXUHG�DOO�RI�LWV�IXQGLQJ�DQG�RWKHU�UHVRXUFHV�IURP�WKH
�� 6KDUOHW��³7KH�5XVVLDQ�&RQVWLWXWLRQDO�&RXUW�´�S�����



FHQWUDO�JRYHUQPHQW���,I�PLOLWDU\�RIILFLDOV�ZHUH�ILQDQFLDOO\�GHSHQGHQW�RQ�WKH�UHJLRQ�LQ�ZKLFK�WKH\�ZHUHVWDWLRQHG��WKH\�ZRXOG�OLNHO\�EH�PXFK�PRUH�ZLOOLQJ�WR�VLGH�ZLWK�VXFK�D�UHJLRQ�RYHU�%HLMLQJ���0DNLQJ�DOOIXQGLQJ�D�IHGHUDO�MXULVGLFWLRQ�ZRXOG�KHOS�SUHYHQW�WKH�3/$¶V�OR\DOWLHV�IURP�VOLSSLQJ�WR�WKH�UHJLRQDO�OHYHO�
)HGHUDOLVP��DQ�,QKHUHQWO\�:HVWHUQ�&RQFHSW"

6RPH�PLJKW�DUJXH�WKDW�IHGHUDOLVP�LV�LQKHUHQW�D�:HVWHUQ�LQYHQWLRQ��WKDW�LW�LV�D�:HVWHUQ�VROXWLRQ�WRZKDW�ZHUH�SDVW�:HVWHUQ�SROLWLFDO�SUREOHPV���7KLV�PHWKRG�RI�WKLQNLQJ�ZRXOG�SRLQW�RXW�WKDW�&KLQD�ODFNV�WKHGHPRFUDWLF�SROLWLFDO�FXOWXUH�RU�:HVWHUQ�VW\OH�MXGLFLDO�V\VWHP�QHFHVVDU\�IRU�RSHUDWLQJ�D�IHGHUDO�IUDPHZRUN�3URSRQHQWV�RI�WKLV�YLHZSRLQW�ZRXOG�OLNHO\�DUJXH�WKDW�&KLQD�VKRXOG�GHYLVH�LWV�RZQ�SROLWLFDO�V\VWHP�LQVROYLQJ�LWV�XQLTXH�SUREOHPV���,W�VKRXOG�QRW�WU\�WR�DGRSW�FRRNLH�FXWWHU�VROXWLRQV�WR�LWV�SDUWLFXODU�SROLWLFDOQHHGV���-XODQDU�*UHHQ�LV�RQH�VXFK�DGYRFDWH�RI�VXFK�D�SRLQW�RI�YLHZ��³3UHVHQW�PRGHOV�RI�IHGHUDOLVPSUHVXSSRVH�D�WUDQVSDUHQW�GHPRFUDWLF�IUDPHZRUN��D�VWURQJ�DQG�LQGHSHQGHQW�MXGLFLDU\�WR�UHVROYH�MXULVGLFWLRQGLVSXWHV��DQG�SDUWLHV�ZLOOLQJ�WR�EDUJDLQ�ZLWKRXW�UHVRUWLQJ�WR�YLROHQFH�����,I�LW�LV�WR�ZRUN��D�SXUHO\�$VLDQVROXWLRQ�PXVW�EH�GHYLVHG�±�RQH�QRW�EDVHG�RQ�H[SHULHQFHV�LQ�1RUWK�$PHULFD�DQG�(XURSH��EXW�RQ�WKH�PRUHFRPSOH[�DQG�YLROHQW�FRQIOLFWV�RI�>$VLDQ�VWDWHV@�´��)LUVW��IHGHUDOLVP�QHHG�QRW�EH�VR�FORVHO\�DVVRFLDWHG�ZLWK�DOO�RI�WKH�DIRUHPHQWLRQHG�:HVWHUQ�SROLWLFDOEDJJDJH���$V�WKLV�SDSHU�KDV�DOUHDG\�DUJXHG��IHGHUDOLVP�LQ�&KLQD�ZRXOG�LQGHHG�EH�XQLTXH�WR�WKH�QHHGV�RI�WKH35&��LW�ZRXOG�OLNHO\�EH�DQ�DXWKRULWDULDQ IHGHUDWLRQ���6LPSO\�EHFDXVH�IHGHUDOLVP�EHJDQ�LQ�WKH�:HVWHUQZRUOG�GRHV�QRW�PHDQ�WKDW�LW�LV�H[FOXVLYHO\�XQGHU�LWV�MXULVGLFWLRQ�DORQH���6HFRQG��GHVSLWH�%HLMLQJ¶V�FXUUHQWUHOXFWDQFH�WR�ZDUP�WR�WKH�IHGHUDO�LGHDV��WKH�GRZQORDGLQJ�RI�DXWRQRP\�WR�WKH�UHJLRQDO�OHYHO�LV�E\�QR�PHDQV�DIRUHLJQ�SROLWLFDO�FRQFHSW�WR�&KLQD���,Q�IDFW��DV�ZDV�SUHYLRXVO\�QRWHG��9LFWRULD�+XL�KDV�DOUHDG\�PDGH�WKLVYHU\�DUJXPHQW��WKDW�GLYLGHG�DXWKRULW\�LV�LQ�IDFW�LQGLJHQRXV�WR�&KLQD��� 7KH�FRQFHSW�RI�GHOLQHDWLQJ�SRZHUVKRXOG�QRW�EH�PLVFRQVWUXHG�DV�D�:HVWHUQ�FRQFHSW��LW�LV�D�XQLYHUVDO�QRWLRQ�
:KR�:RXOG�5HSUHVHQW�WKH�3URYLQFHV�DW�D�³)HGHUDO�&RQIHUHQFH´"

7R�SXW�LW�TXLWH�VLPSO\��ZKR�ZRXOG�QHJRWLDWH�RQ�EHKDOI�RI�SURYLQFHV�DW�RXU�K\SRWKHWLFDO�³IHGHUDOFRQIHUHQFH´"��7KH�UHJLRQV�RI�WKH�35&�DUH�FXUUHQWO\�UXQ�E\�RIILFLDOV�FDUHIXOO\�VHOHFWHG�DQG�DSSRLQWHG�EDVHGXSRQ�WKHLU�OR\DOW\�WR�%HLMLQJ���,I�WKHVH�RIILFLDOV�UHSUHVHQWHG�WKH�UHJLRQV�DV�VXFK�D�FRQIHUHQFH��DQG�VLJQHGRQWR�D�IHGHUDO�DUUDQJHPHQW�RQ�EHKDOI�RI�WKHLU�UHJLRQV��LW�ZRXOG�EH�SHUFHLYHG�DV�%HLMLQJ�VLJQLQJ�D�GHDO��LQHIIHFW��ZLWK�LWVHOI���(WKQLF�PLQRULW\�JURXSV�ZRXOG�DFFXVH�WKH�FXUUHQW�SURYLQFLDO�OHDGHUV�RI�PDNLQJ�FR]\GHDOV�ZLWK�%HLMLQJ��OLNHO\�UHJDUGOHVV�RI�KRZ�JHQHURXV�WKH�FRQFHVVLRQV�RI�VXFK�D�IHGHUDO�SDFNDJH�ZRXOG�EH�7KXV��OHDGHUV�RI�WKH�HWKQLF�PLQRULW\�JURXSV��LQFOXGLQJ�WKH�PRUH�SROLWLFDOO\�VXEYHUVLYH�XQRIILFLDOQDWLRQDO�OHDGHUV��ZRXOG�KDYH�WR�EH�D�SDUW�RI�WKH�IRUPXODWLRQ�SURFHVV���+RZHYHU��WKHLU�LQYLWDWLRQ�ZRXOG�PHDQ%HLMLQJ�LQGLUHFWO\�DGPLWWLQJ�FXUUHQW�SURYLQFLDO�OHDGHUV�DUH�VLPSO\�SXSSHWV�RI�WKH�FHQWUH��VRPHWKLQJ�WKRVH�LQ=KRQJQDQKDL�PLJKW�EH�ZDU\�WR�GR��GXH�WR�ZRUULHV�RYHU�SROLWLFDO�LQVWDELOLW\���(YHQ�LI�WKH�KHDGV�RIVHFHVVLRQLVW�PRYHPHQWV�ZHUH�WR�EH�LQYLWHG�WR�VXFK�D�FRQIHUHQFH�E\�%HLMLQJ��ZRXOG�WKH\�SHUFHLYH�VXFK�DQRIIHU�DV�D�WUDS"��:RXOG�WKH\�VHH�%HLMLQJ¶V�RIIHU�WR�DWWHQG�WKH�FRQIHUHQFH�DV�D�VLQFHUH�JHVWXUH��RU�DV�DQGHFHSWLYH�WDFWLF�HPSOR\HG�E\�%HLMLQJ�WR�DUUHVWHG�WKHP"7KLV�TXHVWLRQ�LV�H[WUHPHO\�GLIILFXOW�WR�DQVZHU��LQ�IDFW��WKLV�SDSHU�RIIHUV�WR�VROXWLRQ�WR�WKLVWURXEOHVRPH�GLOHPPD���3HUKDSV�%HLMLQJ�ZRXOG�EH�ZLOOLQJ�WR�VZDOORZ�LWV�SULGH�DQG�LQYLWH�WKH�LQIRUPDOOHDGHUV�RI�WKH�SROLWLFDOO\�VXEYHUVLYH�XQGHUJURXQG�PRYHPHQWV�RXW�RI�WKH�SUDJPDWLF�QHHG�WR�HQVXUH�D�IHGHUDODUUDQJHPHQW�ZRXOG�EH�DFFHSWHG�E\�DOO�RI�&KLQD¶V�HWKQLF�PLQRULWLHV���,Q�HLWKHU�FDVH��WKLV�GLOHPPD�SUHVHQWVVRPH�YHU\�GLIILFXOW�GHFLVLRQV�IRU�%HLMLQJ��VKRXOG�WKH�&&3�HYHU�EHFRPH�LQWHUHVWLQJ�LQ�LPSOHPHQWLQJ�DIHGHUDO�IUDPHZRUN�
:RXOG�62(V�3URYH�D�3UREOHP"

2QH�RI�WKH�SULPDU\�UHDVRQV�WKH�&KLQHVH�FHQWUDO�JRYHUQPHQW�LV�VWLOO�VR�LQYROYHG�LQ�WKH�QDWLRQDOHFRQRP\�LV�WKDW�LW�IHHOV�WKH�QHHG�WR�FRQWLQXH�WR�PDQDJH�WKH�62(V��� 5DSLG�SULYDWL]DWLRQ�OHG�WR�PDVVLYHHFRQRPLF�SUREOHPV�LQ�VXFK�SRVW�FRPPXQLVW�FRXQWULHV�DV�5XVVLD�WKDW�RSWHG�IRU�³RYHUQLJKW´�HFRQRPLF
�� *UHHQ��³7KH�)HGHUDOLVP�2SWLRQ�´�� +XL��³5HWKLQNLQJ�WKH�µ2QH�&KLQD¶�&ODLP�´�� :DQJ�DQG�&KDQJ��³(FRQRPLF�WUDQVLWLRQ�XQGHU�D�VHPLIHGHUDOLVW�JRYHUQPHQW´��S�����



WUDQVLWLRQV���%HLMLQJ�REYLRXVO\�ZLVKHV�WR�SUHYHQW�WKH�VDPH�HFRQRPLF�KDUGVKLSV�WKDW�RFFXUUHG�LQ�5XVVLD�IURPEHLQJ�UHDOL]HG�LQ�&KLQD��DQG�WKXV�LV�DWWHPSWLQJ�WR�SULYDWL]H�LWV�62(V�JUDGXDOO\�LQ�RUGHU�WR�DYRLG�VRPH�RI�WKHSUREOHPV��H�J��QRPHQNODWXUD�FDSLWDOLVP��WKDW�KDYH�SODJXHG�WKH�5XVVLDQ�HFRQRP\�DV�RI�ODWH�,I�&KLQD�ZHUH�WR�DGRSW�D�IHGHUDO�DUUDQJHPHQW��ZRXOG�WKLV�PHDQ�WKDW�WKH�&&3�ZRXOG�KDYH�WR�JLYH�XSLWV�HIIRUWV�DW�VORZO\�SULYDWL]LQJ�WKH�62(V"��:RXOG�WKH�&&3�KDYH�WR�GRZQORDG�WKH�UHVSRQVLELOLW\�IRU�62(SULYDWL]DWLRQ�WR�WKH�SURYLQFLDO�OHYHO�RI�JRYHUQPHQW"��/LNHO\�QRW���7KH�IHGHUDO�OHYHO�RI�JRYHUQPHQW��UXQ�E\WKH�&&3��ZRXOG�VWLOO�UHPDLQ�WKH�RYHUDOO�SROLWLFDO�DQG�HFRQRPLF�FR�RUGLQDWRU�RI�WKH�FRXQWU\��HQVXULQJ�DVPRRWK�WUDQVLWLRQ���6LPSO\�EHFDXVH�WKH�35&�ZRXOG�EHFRPH�D�IHGHUDOLVP�ZRXOG�QRW�PHDQ�WKH�&&3�ZRXOGIDGH�LQWR�REOLYLRQ���2EYLRXVO\�FHQWUDO�JRYHUQDQFH�ZRXOG�VWLOO�EH�QHFHVVDU\�DIWHU�WKH�LPSOHPHQWDWLRQ�RI�DIHGHUDO�DUUDQJHPHQW���7KH�&&3�FRXOG�FRQWLQXH�LWV�RZQHUVKLS�DQG�JUDGXDO�VHOOLQJ�RII�RI�WKH�62(V�DIWHU�WKHVKLIW�WR�IHGHUDOLVP���7KXV��%HLMLQJ¶V�KDQGOLQJ�RI�62(V�QHHG�WR�ZLWQHVV�DQ\�DOWHUDWLRQV��VLQFH�WKH�62(V�DUHFXUUHQWO\�QDWLRQDOL]HG�DQ\ZD\���%HVLGHV��LQ�OLJKW�RI�WKH�&&3¶V�UHFHQW�GHFLVLRQ�WR�VHOO�RII�PRVW�RI�WKHUHPDLQLQJ�62(V�WR�IRUHLJQ�FRPSDQLHV��� WKH�SULYDWL]DWLRQ�RI�62(V�VKRXOG�QRW�EHFRPH�DQ�LVVXH�RIFRQWHQWLRQ�DIWHU�WKH�VKLIW�WR�D�IHGHUDO�IUDPHZRUN�
'LIILFXOWLHV�5HJDUGLQJ�&RUUXSWLRQ

:RXOG�FXUUHQW�GLIILFXOWLHV�RYHU�V\VWHPLF�FRUUXSWLRQ�LQ�WKH�35&�SODJXH�D�IXWXUH�IHGHUDODUUDQJHPHQW"��2GGO\��WR�D�FHUWDLQ�H[WHQW��FRUUXSWLRQ�LV�D�ZHOFRPHG�WUDLW�LQ�WKH�&KLQHVH�HFRQRP\���%HFDXVHRI�WKH�LQGXFHPHQWV�LWV�RIIHUV��FRUUXSWLRQ�KDV�EHHQ�UHVSRQVLEOH�IRU�D�VLJQLILFDQW�GHJUHH�RI�&KLQD¶V�UHFHQWHFRQRPLF�VXFFHVV���$V�&KHQJ]H�)DQ�DQG�+HUVFKHO�*URVVPDQ�KDYH�IRXQG��³FRUUXSWLRQ�«VHUYHV�DV�D�PHWKRGRI�FRPSHQVDWLRQ�WKDW�«�SURYLGHV�DQ�HIIHFWLYH�LQGXFHPHQW�WR�ORFDO�RIILFLDOV�WR�SURPRWH�HFRQRPLF�UHIRUP�´��+RZHYHU��LI�FRUUXSWLRQ�UHDFKHV�HSLGHPLF�SURSRUWLRQV��REYLRXVO\�LW�EHJLQV�WR�KDYH�D�GHWULPHQWDOLPSDFW�XSRQ�WKH�KHDOWK�RI�WKH�HFRQRP\���&RUUXSWLRQ�KDV�LQGHHG�EHFRPH�V\VWHPLF�LQ�&KLQD��GXH�WR�WKH�ODFNRI�FHQWUDOL]HG�DQG�RUJDQL]HG�PRQLWRULQJ�V\VWHPV��� $V�0HL[LQ�3HL�DVVHUWV��&KLQD�KDV�³XQFRQWUROOHG�V\VWHPLF�FRUUXSWLRQ´��DQG�FDUULHV�WKH�KRQRXU�³RI�EHLQJ�RQH�RI�WKH�PRVW�FRUUXSW�FRXQWULHV�LQ�(DVW�$VLD�´��$OO�RI�WKLV�ZHDNHQV�WUDQVLWLRQ�WR�PDUNHW�HFRQRP\��SURPRWHV�WKH�WKHIW�RI�SXEOLF�DVVHWV��HVSHFLDOO\�IURP�WKHDOUHDG\�IDOWHULQJ�62(V��DQG�PRVW�LPSRUWDQWO\�IRU�RXU�VWXG\��ZHDNHQV�VWDWH�FDSDFLW\��� 7KLV�V\VWHPLF�OHYHORI�FRUUXSWLRQ�FRXOG�DOVR�SURYLGH�VLJQLILFDQW�LQVXUPRXQWDEOH�GLIILFXOWLHV�WR�WKH�WUDQVLWLRQ�WRZDUG�IHGHUDOLVP�7KH�SUREOHP�ZLWK�VWULYLQJ�WR�HOLPLQDWH�FRUUXSWLRQ�LQ�&KLQD�LV�WKDW�VXFK�HIIRUWV�ZRXOG�UHVXOW�LQ�WKH&&3�ZRXOG�EH�VKRRWLQJ�LWVHOI�LQ�WKH�IRRW��DW�OHDVW�LQ�WKH�VKRUW�WHUP���,I�LW�ZHUH�HQJDJHG�LQ�D�JHQXLQH�DQG�QR�KROGV�EDUUHG�HIIRUW�WR�ZHHG�RXW�FRUUXSWLRQ��VXFK�DQ�HIIRUW�ZRXOG�UHVXOW�LQ�WUHPHQGRXV�WXUEXOHQFH��VLQFHDOPRVW�WKH�HQWLUH�RUJDQL]DWLRQ�LV��WR�VRPH�OHYHO��XQGHU�WKH�WKXPE�RI�FRUUXSWLRQ��� ,Q�IDFW��DV�DOUHDG\�QRWHG�WKH�FHQWUDO�JRYHUQPHQW�OLNHO\�GHVLUHV�WR�PDLQWDLQ�DW�OHDVW�D�PLQRU�OHYHO�RI�FRUUXSWLRQ�DV�DQ�LQFHQWLYH�IRUORFDO�RIILFLDOV�WR�SURPRWH�HFRQRPLF�UHIRUP�DQG�SURGXFWLYLW\��� $QG�\HW��LQ�WKH�JUDQG�VFKHPH�RI�WKLQJV�VXFK�³LQVWLWXWLRQDO�FRUUXSWLRQ´�KDV�D�FOHDUO\�QHJDWLYH�HIIHFW�RQ�VWDWH�LQWHJULW\��KXUWLQJ�UHJLPH�OHJLWLPDF\�DQG�JLYLQJ�WKH�HQWLUH�V\VWHP�WKH�LPDJH�RI�EHLQJ�LQWHUQDOO\�URWWHQ���,Q�OLJKW�RI�WKLV�PDMRU�SRWHQWLDO�EDUULHU�WR�VXFFHVVIXO�IHGHUDO�LPSOHPHQWDWLRQ��VKRXOG�ZH�H[SHFW&KLQD¶V�KLJKO\�V\VWHPLF�FRUUXSWLRQ�WR�UHVXOW�LQ�D�WXUEXOHQW�WUDQVLWLRQ�WR�IHGHUDOLVP"��3HUKDSV�QRW��LQ�IDFW�IHGHUDOLVP�FRXOG�DFWXDOO\�WXUQ�RXW�WR�EH�DQ�HIIHFWLYH�WRRO�LQ�WKH�EDWWOH�DJDLQVW�&KLQD¶V�FRUUXSWLRQ�VSLUDOLQJRXW�RI�FRQWURO���)LUVW�RI�DOO��RQFH�&KLQD�KDV�DGRSWHG�D�IHGHUDO�DUUDQJHPHQW��SURYLQFHV�ZRXOG�QR�ORQJHU�EHDEOH�WR�VLPSO\�EODPH�%HLMLQJ�IRU�DOO�LWV�ZRHV���6LQFH�&KLQD¶V�UHJLRQV�ZRXOG�DVVXPH�UHVSRQVLELOLW\�IRUQXPHURXV�HFRQRPLF�MXULVGLFWLRQV��WKH\�ZRXOG�VXGGHQO\�EHFRPH�DFFRXQWDEOH�IRU�D�JUHDW�GHDO�RI�WKH�V\VWHPLF
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