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6WDWH�VWUXFWXUHV�EHFDPH�PRUH�FRVWO\�IRU�WKH�VRFLHW\�LQ�WKH�SDVW�VL[�\HDUV��7KH�VWDWH

H[SHQGLWXUH�VKDUH�LQ�*'3�JUHZ�����WLPHV��IURP������LQ������WR�������LQ��������7KH�IDFW

WKDW�WKH�VKDUH�RI�VWDWH�H[SHQGLWXUHV�LQ�WRWDO�H[SHQGLWXUHV�JURZV�LV�DOVR�DODUPLQJ��:KLOH�LQ

�����LW�FRQVWLWXWHG�������LQ�������ZKHQ�WKH�UROH�RI�WKH�VWDWH�GLPLQLVKHG��WKH�VKDUH�RI�VWDWH

KDV�FRPH�DOUHDG\�WR�����

7KLV�SKHQRPHQRQ�LV�DFFRPSDQLHG�E\�D�GUDPDWLF�GHFOLQH�LQ�WKH�JURVV�FDSLWDO�IRUPDWLRQ

�IURP�������RI�*'3�LQ������WR�������LQ��������7KLV�ZLOO�LPSO\�LQ�WKH�ORQJ�UXQ�DQ�HFRQRPLF

GHFOLQH�

1HW�H[SRUW�UDWH�YDULHG�IURP��������LQ������WR��������LQ�������6HH�&KDSWHU������

ZLWK�LWV�PLQLPDO�YDOXH�LQ��������������

����,QGXVWU\

7KH�HYROXWLRQ�RI�LQGXVWULDO�SURGXFWLRQ�LQ�����������VKRZV�D�����UHGXFWLRQ�LQ�WKH

JURVV�SURGXFWLRQ��DQG�WKH�GHFOLQH�YDULHV�E\�VHFWRUV��7KXV��FRQVWUXFWLRQ�PDFKLQHU\

SURGXFWLRQ�IHOO�E\������IXUQLWXUH�SURGXFWLRQ�±�E\������WH[WLOHV�±�E\������SRZHU��±E\�����

DQG�WKH�IRRG�SURGXFWLRQ�±�E\������'XULQJ�ILUVW�WKUHH�TXDUWHUV�RI������WKH�LQGXVWULDO

SURGXFWLRQ�VKUDQN�E\������FRPSDUHG�WR�WKH�VDPH�SHULRG�RI�������,Q�6HSWHPEHU������D

VKDUS�GURS�LQ�LQGXVWULDO�SURGXFWLRQ�WRRN�SODFH����������7KH�SURGXFWLRQ�ZDV�UHGXFHG�LQ

ZRRG�SURFHHGLQJ�HQWHUSULVHV�E\��������OLJKW�LQGXVWU\�±�����FRQVWUXFWLRQ�PDWHULDOV�±

�������VXJDU�±��������EDNHU\�SURGXFWV�±��������PHDW�±��������ZLQH�±��������7KH�FDXVHV

RI�WKDW�UHGXFWLRQ�ZHUH��WKH�LPSDFW�RI�WKH�5XVVLDQ�ILQDQFLDO�FULVLV��GHFOLQH�LQ�GHPDQG���9$7

OHY\LQJ�RQ�UDZ�JRRGV��PDWHULDOV��VSDUH�SDUWV��DV�ZHOO�DV�GRXEOH�WD[DWLRQ�RI�H[SRUWV�WR�5XVVLD

DQG�%HODUXV�

7KH�VWUXFWXUH�RI�LQGXVWU\�KDV�EHHQ�DOWHUHG�LQ�WKH�PRVW�XQIDYRUDEOH�ZD\��WKH�VKDUH�RI

IRRG�SURFHVVLQJ�LQGXVWU\�URVH�IURP�������LQ������XS�WR�������LQ�������RI�WKH�HQHUJ\�VHFWRU

±�IURP����WR��������ZKLOH�LW�GHFOLQHG�IURP�����WR������IRU�WKH�OLJKW�LQGXVWU\��DQG�IURP

������WR������IRU�HQJLQHHULQJ�

7KH�XWLOL]DWLRQ�RI�HQWHUSULVHV¶�SURGXFWLRQ�FDSDFLWLHV�GLPLQLVKHG�VLJQLILFDQWO\�DV�D

UHVXOW�RI�FRQVLGHUDEOH�UHGXFWLRQ�RI�LQGXVWULDO�SURGXFWLRQ��0RUH�WKDQ�WZR�WKLUGV�RI

HQWHUSULVHV�DUH�SURGXFLQJ�QRZ�RQO\�DW�D�OHYHO�RI��������RI�WKHLU�FDSDFLWLHV��,W�LV�FOHDU�WKDW

FRPSOHWH�UHVWRUDWLRQ�RI�WKRVH�REVROHWH�SURGXFWLRQ�FDSDFLWLHV��ZKLFK�DUH�SURGXFLQJ�QRQ�

FRPSHWLWLYH�PHUFKDQGLVHV��LV�LPSRVVLEOH�GXULQJ�WKH�WUDQVLWLRQ�WR�WKH�PDUNHW�HFRQRP\�

(YROXWLRQ�RI�LQGXVWULDO�RXWSXW
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VHFWRU�H[SHULHQFHG�D�VOLJKW
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VWHDOLQJ�RI�HQHUJ\��ZKLFK�LQ
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$V�D�ZD\�RI

LPSURYHPHQW�RI�LQGXVWULDO

VHFWRU�FRXOG�VHUYH�WKH

SULYDWL]DWLRQ�DQG�FRQWLQXRXV

UHVWUXFWXULQJ�RI�HQWHUSULVHV�
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����$JULFXOWXUH

$JULFXOWXUH�DQG�UHODWHG�LQGXVWU\�LV�VWLOO�D�YLWDO�VHFWRU�IRU�WKH�HFRQRPLF�DQG�VRFLDO�OLIH

RI�WKH�FRXQWU\��DFFRXQWLQJ�IRU�DOPRVW�����RI�*'3��WKUHH�TXDUWHUV�RI�H[SRUW�DQG�HPSOR\V

RYHU�����RI�WKH�QDWLRQDO�ODERU�IRUFH�

5HIRUPV�LQ�DJULFXOWXUH��ZKLFK�LQFOXGH�SULYDWL]DWLRQ�RI�ODQG�DQG�UHVWUXFWXULQJ�RI
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$OPRVW�DOO�PHDVXUHV�ZLWKLQ�WKH�DJUDULDQ�UHIRUP�KDYH�EURXJKW�WR�WKH�SUHVHQW�VLWXDWLRQ�

7KH�UHIRUP�LQ�DJUDULDQ�VHFWRU�ODJ�EHKLQG��DQG�FDXVHV�QHJDWLYH�UHDFWLRQV�WR�

x�3ULFH�OLEHUDOL]DWLRQ�RI�DJULFXOWXUDO�SURGXFWV��,Q�-DQXDU\������LQ�0ROGRYD�ZHUH

RIILFLDOO\�OLEHUDOL]HG�SULFHV�RQ�PRVW�RI�WKH�FRQVXPHU�JRRGV��%XW�WKH

XQGHUGHYHORSHG�GRPHVWLF�PDUNHWLQJ�V\VWHP�DQG�WKH�ORZ�FRPSHWLWLYHQHVV�RI�WKH

GRPHVWLF�SURGXFWV�VWLOO�NHHSV�PRVW�RI�WKHLU�SULFHV�FRQVLGHUDEO\�EHORZ�WKH�SULFHV�IRU

LPSRUW�

x�3ULFH�OLEHUDOL]DWLRQ�RQ�LQSXWV��ZKLFK�OHG�WR�WKH�LQFUHDVH�SULFHV�RQ�NH\�LQSXWV�XS�WR
LQWHUQDWLRQDO�OHYHOV�SULFHV�DQG�FUHDWHG�FRQVLGHUDEOH�FKDQJHV�LQ�SURGXFWLRQ�SURFHVV

DQG�H[SRUW�SDWWHUQV�

x�5HGXFWLRQ�RI�VXEVLGHV�EHIRUH�WKH�FUHDWLRQ�RI�LQVWLWXWLRQV�DQG�OHJDO�IUDPHZRUN�RQ
DJULFXOWXUDO�PDUNHW�ZKLFK�OHG�WR�GLPLQLVKHG�FRQVXPSWLRQ�RI�IHUWLOL]HU��SXUFKDVH

RI�KLJK�TXDOLW\�VHHGV��UHGXFHG�LQYHVWPHQWV�IRU�GHYHORSPHQW�RI�UXUDO�VHUYLFHV

GHVSLWH�WKH�H[WUHPHO\�ORZ�VWDQGDUGV�RI�OLYLQJ�LQ�WKH�DUHDV��LQVXIILFLHQW�DFFHVV�WR

FUHGLWV�GXH�WR�KLJK�LQWHUHVW�UDWH�

$OWKRXJK��WKH�PHFKDQLVP�PHQWLRQHG�DERYH�KDV�EHHQ�SURYHG�IRU�ORQJ�WLPH�LQ�GLIIHUHQW

FRXQWULHV�ZLWK�PDUNHW�RU�WUDQVLWLRQ�HFRQRPLHV��LQ�FDVH�RI�0ROGRYD��PLVWDNHV�KDYH�EHHQ�PDGH

LQ�WHUPV�RI�WLPLQJ��YLVLRQ��SDFH��DQG�LQ�UHDOLW\�SHUFHSWLRQ�LQ�UHDFKLQJ�WKH�PDUNHW�VWDELOLW\�

7KH�TXLFN�VKLIW�ZLWKRXW�DQ\�VWUDWHJ\�IURP�DQ�H[FHVVLYH�FRPPDQG�EDVHG�HFRQRP\�LQ

DJULFXOWXUH�WR�DQ�H[FHVVLYH�OLEHUDOL]DWLRQ�FDQ�QRW�DVVXUH�WKH�HFRQRPLF�HIILFLHQF\��ZLWK�WKH

H[FHSWLRQ�RI�LQIXVLRQ�RI�ELJ�LQYHVWPHQWV��FRQVLGHUDEOH�GLVFUHSDQF\�LQ�SRSXODWLRQ¶V�LQFRPHV�DQG

GHHSHQHG�SRYHUW\�UHODWHG�WR�0ROGRYDQ�VLWXDWLRQ�

6LQFH������WKH�FKDQJHV�LQ�DJULFXOWXUDO�SURGXFWLRQ�KDYH�EHHQ�PHQWLRQHG��7KH\�ZHUH

PDLQO\�LQIOXHQFHG�E\�ORVW�RI�WKH�WUDGLWLRQDO�PDUNHWV�DV�D�UHVXOW�RI�WKH�FROODSVH�RI�WKH�VRFLDO

V\VWHP�DQG�DSSHDUDQFH�RI�WKH�QHZ�SULYDWH�VWUXFWXUH��LQGLYLGXDO�VHFWRU��

6LQFH�LQGHSHQGHQFH��WRWDO�DJULFXOWXUDO�RXWSXW�GHFOLQHG�E\�PRUH�WKDQ�����FRPSDUHG�WR

SUH�WUDQVLWLRQ�OHYHOV��ZLWK�FURS�SURGXFWLRQ�IDOOLQJ�E\�����DQG�OLYHVWRFN�SURGXFWLRQ�E\������$

FKDQJH�LQ�WKH�SURGXFW�PL[�ZDV�REVHUYHG�DV�WKH�VKDUH�RI�FURS�FRQWLQXRXVO\�LQFUHDVHG�VLQFH�����

RSSRVLWH�WR�GHFUHDVH�LQ�OLYHVWRFN�SURGXFWLRQ��$V�D�UHVXOW��WKH�SURGXFWLRQ�RI�IRRG�KDOYHG�DQG

WKH�ORFDO�FRQVXPSWLRQ�VWDUWHG�WR�EH�VDWLVILHG�E\�WKH�LPSRUWHG�SURGXFWV�

&URS�SURGXFWLRQ�SUHYDLOV�LQ�WKH�VWUXFWXUH�RI�WKH�DJULFXOWXUDO�SURGXFWLRQ��,Q�ERWK��WKH

ODUJH�VFDOH�DQG�LQGLYLGXDO�HQWHUSULVHV�WKH�OHYHO�SURGXFWLRQ�RI�FURS�LV�KLJKHU�WKDQ�RI�OLYHVWRFN

RQH�

* U R V V �$ J U LF X O W X U D O � 2 X W S X W � � � � � �  � � � � �

�

� �

� �

� �

� �

� � �

� � �

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

�

� �

� �

� �

� �

� � �

� � �

/ LY H V WR F N �S U R G X F W LR Q & U R S � S U R G X F W LR Q $ J U LF X O W X U D O �2 X WS X W



���5HDO�VHFWRU��RIILFLDO�DQG�XQGHUJURXQG�HFRQRP\

��&,65�1RYHPEHU������02/'29$�,1�75$16,7,21��

7KH�GHFOLQH�RI

OLYHVWRFN�SURGXFWLRQ

LV�FDXVHG�E\�WKH

UHGXFWLRQ�RI

OLYHVWRFN�E\�������

DV�FRPSDUHG�WR�����

OHYHO�DQG�WKH

OLTXLGDWLRQ�RI�FDWWOH

DQG�SLJV�IDUPV��,Q

WKH�VDPH�WLPH

LQGLYLGXDO�VHFWRU

VKRZHG�EHWWHU�UHVXOWV

LQ�OLYHVWRFN

SURGXFWLRQ�WKDQ�FROOHFWLYH�IDUPV�

)RU�WKH�SHULRG�RI�����������WKHUH�KDV�EHHQ�D�VKDUS�LQFUHDVH�RI�JUDLQ�SURGXFWLRQ�DQG

LQVLJQLILFDQW�LQFUHDVH�RI�VXJDU�EHHWV��VXQIORZHU��DQG�SRWDWRHV�GXH�WR�WKHLU�UHODWLYH�VLPSOLFLW\�LQ

FXOWLYDWLRQ�DQG�FRPPHUFLDOL]DWLRQ��7KH�VKDUH�RI�PLON�SURGXFWLRQ�UHPDLQHG�VWDEOH��DOWKRXJK�WKH

SURGXFWLRQ�RI�PHDW��WREDFFR�DQG�YHJHWDEOHV�GHFUHDVHG�FRQVLGHUDEOH�

7KH�ODFN�RI�ILQDQFLDO�UHVRXUFHV��UHGXFWLRQ�LQ�PLQHUDO�DQG�FKHPLFDO�IHUWLOL]HUV�XVH��IURP

����NJ�SHU�KD�LQ������WR����NJ�SHU�KD�LQ�������DV�ZHOO�DV�EDG�ZHDWKHU�FRQGLWLRQV�GXULQJ�WKH

ODVW�\HDUV�OHG�WR�D�FRQVLGHUDEOH�UHGXFWLRQ�LQ�DYHUDJH�SURGXFWLRQ�SHU�KHFWDUH�RI�PRVW�RI�WKH

FURSV�

������������������� ������$YHUDJH�\LHOG�SHU�KD���LQ�TXLQWDO�

,Q������WKH

SURGXFWLRQ�RI

YLQH\DUGV�SHU�KD

GHFUHDVHG�E\�����

WKH�SURGXFWLRQ�RI

YHJHWDEOHV�E\����

FRPSDUHG�WR�WKH

�����OHYHO�

$�UHGXFWLRQ

RI�WKH�VXUIDFH

XVHG�IRU�ODERU

/LYHVWRFN�SURGXFWLRQ�E\�VHFWRUV��LQ�UHDO�WHUPV�
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)UXLWV �� �� �� �� �� �� ��

9HJHWDEOHV ��� ��� ��� �� �� �� ��

*UDSHV �� �� �� �� �� �� ��

&HUHDOV �� �� �� �� �� �� ��

6XQIORZHU �� �� �� �� �� �� ��

6XJDU�EHHW ��� ��� ��� ��� ��� ��� ���

3RWDWRHV �� �� ��� ��� �� �� ��

7REDFFR �� �� �� �� �� �� ��

3URGXFWLRQ�RI�PDLQ�DJULFXOWXUDO�SURGXFWV��WKRX�WRQHV

�

���

����

����

����

����

����

����

����

���� ���� ���� ���� ���� ���� ����

YHJHWDEOHV JUDSHV FHUHDOV VXJDU�EHHW VXQIORZHU

WREDFFR PLON SRWDWRHV PHDW
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LQWHQVLYH�FURSV�ZDV�PHQWLRQHG��7KXV��GXULQJ�WKH�WUDQVLWLRQ�SHULRG�WKH�YLQH\DUG�DUHD�LQ

0ROGRYD�GLPLQLVKHG�E\����WKRX�KD�GRZQ�WR�����WKRX�KD�LQ�HDUO\�������7KHUH�LV�FRQWLQXRV

GHFOLQH�RI�WKH�VXUIDFH�VRZQ��VRPH������WKRX�KD�SHU�\HDU�WDNLQJ�LQWR�DFFRXQW�WKDW�RQO\�����

����KD�DUH�DQQXDOO\�UHSODQWHG��7KH�VXUIDFH�VRZQ�ZLWK�RUFKDUGV�VWDUWHG�WR�GHFUHDVH�LQ�����

DQG�WKH�GHFUHDVH�ZLOO�FRQWLQXH�EHFDXVH�WKH�RUFKDUGV�DUH�QR�ORQJHU�EHLQJ�UHQHZHG�DQG�WUHHV

DUH�DJLQJ�VLJQLILFDQWO\��$Q�LPSRUWDQW�SUREOHP�WR�VROYH�LV�RUFKDUG�UHQRYDWLRQ��7KHLU�DJH

LQGLFDWHV��WKDW�D�GHFUHDVH�RI�IUXLW�SURGXFWLRQ�FDQ�EH�H[SHFWHG�LQ�WKH�QHDUHVW�IXWXUH������RI

IUXLW�WUHHV�DUH�ROGHU�WKDQ����\HDUV������DUH����WR����\HDUV�ROG�DQG�RQO\������DUH�\RXQJHU

WKDQ���\HDUV�

&KDQJHV�KDYH�WDNHQ�SODFH�LQ�ODQG�RZQHUVKLS��IROORZHG�E\�VLJQLILFDQW�VWUXFWXUDO�FKDQJH

RI�WUDQVIHU�RI�SURGXFWLRQ�WR�WKH�LQGLYLGXDO�VHFWRU��ZKLFK�VKRZHG������LQFUHDVH�FRPSDUHG

WR�������7KHVH�FKDQJHV�KDYH�OLQNHG�WR�DQ�HVVHQWLDO�LQFUHDVH�LQ�WKH�VKDUH�RI�LQGLYLGXDO�VHFWRU

LQ�*$2��IURP�����LQ������WR�����LQ�������7KH�����RI�ODQG�LQ�SULYDWH�RZQHUVKLS

SURGXFHG�PRUH�RYHU�D�KDOI�RI�DOO�DJULFXOWXUDO�RXWSXW��ZKLOH�ODUJH�VFDOH�HQWHUSULVHV�SURGXFHG

RQO\�����RI�WKH������OHYHO�

$Q�HQRUPRXV�IRRG�SURFHVVLQJ�LQGXVWU\�ZDV�EXLOW�LQ�0ROGRYD�ZLWK�WKH�REMHFWLYH�WR

VXSSO\�RQ�D�JXDUDQWHHG�PDUNHW�LQ�6RYLHW�8QLRQ��%DUWHU�DQG�RWKHU�QRQ�FDVK�PRGHV�RI

SD\PHQW��PDVVLYH�WD[�DQG�ZDJH�DUUHDUV��JURZLQJ�PXWXDO�LQGHEWHGQHVV�EHWZHHQ

FRPPHUFLDO�DJHQWV�±�DOO�RI�WKLV�FRXOG�FKDUDFWHUL]H�WKH�SUHVHQW�VLWXDWLRQ�LQ�DJUR�LQGXVWULDO

VHFWRU��6LQFH�LQGHSHQGHQFH�DOPRVW�DOO�SURFHVVLQJ�SODQWV�KDYH�EHHQ�SULYDWL]HG�DQG�WKH

PDMRULW\�RI�WKHP�ZHUH�WUDQVIRUPHG�LQWR�-RLQW�6WRFN�FRPSDQLHV�ZLWK�SUDFWLFDOO\������RI

SULYDWH�FDSLWDO��$W�WKH�VDPH�WLPH�D�QHZ�VHFWRU�RI�SURFHVVLQJ�LQGXVWU\�LV�EHLQJ�HVWDEOLVKHG

±�RQ�WKH�EDVLV�RI�SULYDWH�RZQHUVKLS�DQG�VPDOO�VL]H�DQG�DUH�PHDQW�WR�SURYLGH�VHUYLFHV�WR

SULYDWH�IDUPV�DQG�RWKHU�VPDOO�SURGXFHUV�RI�DJULFXOWXUDO�UDZ�PDWHULDO�

�'XULQJ�WUDQVLWLRQ�SHULRG�WKH�IRRG�SURFHVVLQJ�LQGXVWU\�FRQIURQWV�GLIILFXOWLHV�DQG�IDFHV

QHZ�FKDOOHQJHV��QR�FHQWUDOL]H�SURYLVLRQ�RI�UDZ�PDWHULDO��IXHO��SDFNDJLQJ��HTXLSPHQW�DQG

VSDUH�SDUWV��7KH�SURGXFWLRQ�RI�DJUR�SURFHVVLQJ�LQGXVWU\�GUDPDWLFDOO\�GHFOLQHV��LQ������WKH

WRWDO�PHDW�SURGXFWLRQ�KDV�GHFOLQHG���WLPHV��PLON������WLPHV��VXJDU�±�����WLPHV��EXWWHU�±����

WLPHV�DV�FRPSDUHG�WR�����������DYHUDJH�

�7KH�ZLQH�SURGXFWLRQ�IDFHG�D�FRQVLGHUDEOH�GHFUHDVH�GXULQJ������������DERXW������

,Q������SURGXFWLRQ�UHDFKHG�WKH����������¶V�DYHUDJH�OHYHO��&XUUHQWO\��0ROGRYDQ�ZLQHULHV

DUH�LQ�YHU\�EDG�VLWXDWLRQ��PRVW�RI�WKHP�DUH�ZRUNLQJ�DW��������FDSDFLW\��VRPH�DUH�HYHQ

FORVHG�DQG�WKHLU�HPSOR\HHV�DUH�RQ�LPSRVHG�YDFDWLRQ��7KH�WRWDO�SURGXFWLRQ�RI�SURFHVVHG�IUXLW

DQG�YHJHWDEOHV�KDV�GHFOLQH�E\�����DV�FRPSDUHG�WR������������DYHUDJH��7KHUH�DUH����IUXLWV

$JUR�SURFHVVLQJ�SURGXFWLRQ�

���
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�����
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VXJDU PHDW �PLON EXWWHU FKHHVH ZLQH

WK
R
X
�W
R
Q
V

����������DYHUDJH ���� ����



���5HDO�VHFWRU��RIILFLDO�DQG�XQGHUJURXQG�HFRQRP\

��&,65�1RYHPEHU������02/'29$�,1�75$16,7,21��

DQG�YHJHWDEOHV�SURFHVVLQJ�SODQWV�FXUUHQWO\�RSHUDWLQJ��$OPRVW�DOO�SODQWV�KDG�SUREOHPV�ZLWK

WKHLU�VXSSOLHV�RI�UDZ�PDWHULDO��:LWK�WKH�H[FHSWLRQ�RI�DSSOH�SURFHVVLQJ�DOO�RWKHU�IUXLWV�DQG

YHJHWDEOHV�DUH�SURFHVVHG�DFFRUGLQJ�WR�WKH�DYDLODELOLW\�RI�UDZ�PDWHULDO�ZLWKRXW�DQ\

FRPPXQLFDWLRQ�EHWZHHQ�SURGXFHUV�DQG�SURFHVVRUV��$SSOH�LV�WKH�RQO\�FURS�SURFHVVHG�RQ�D

FRPPHUFLDO�EDVLV��7KH�SURGXFWLRQ�RI�FLJDUHWWHV�ZDV�UHODWLYHO\�VWDEOH�GXULQJ�WKH�WUDQVLWLRQ

SHULRG��5HFHQWO\�WKH�WREDFFR�LQGXVWU\�IDFHV�ERWK�LQWHUQDO�DQG�H[WHUQDO�SUREOHPV��ODFN�RI

FRQVWDQW�UDZ�PDWHULDO�VXSSO\�DV�ZHOO�DV�ORVV�RI�WZR�PDLQ�WREDFFR�PDUNHWV��5XVVLD�DQG

5RPDQLD�

7KH�ODFN�RI�QHZ�UHTXLUHG�VNLOOV�WRJHWKHU�ZLWK�ODFN�RI�FDVK�IRU�ILQDQFLQJ�ZRUNLQJ

FDSLWDO�WR�UXQ�SURFHVVLQJ�DFWLYLWLHV�PDNH�WKLV�VHFWRU�DEVROXWHO\�LQDFWLYH��$OPRVW�DOO�SODQWV

ZRUN�RQO\�DURXQG�WZR�WR�IRXU�PRQWK�D�\HDU��RU�DW�WKH�FDSDFLW\�RI��������RI�WKHLU

FDSDFLW\��7KHUH�LV�QR�DQDO\VLV�RI�SURILWDELOLW\��SODQQLQJ��FRVW�FRQWURO��DQG�PRQLWRULQJ�RI

WKH�FRPSDQ\�EXGJHW��7KH�GHYHORSPHQW�RI�WKH�DJULFXOWXUH�VHFWRU�RI�0ROGRYD�LV�GLUHFWO\

FRQQHFWHG�WR�WKH�SURFHVVLQJ�LQGXVWU\��7KH�UHJXODU�VXSSO\�LV�WKH�ILUVW�VWHS�WR�UXQ

SURFHVVLQJ�LQGXVWU\�DFFRUGLQJ�WR�HFRQRPLF�FULWHULD��7KH�QXPEHU�RI�H[LVWLQJ�SURFHVVLQJ

SODQWV�FXUUHQWO\�RSHUDWLQJ�LQ�0ROGRYD�LV�PXFK�LQ�H[FHVV�WR�WKH�FXUUHQW�DJULFXOWXUDO

SURGXFWLRQ�

7KH�OHQW�SDFH�RI�RQJRLQJ�UHIRUPV�LV�YHU\�H[SHQVLYH�IRU�WKH�VWDWH�EXGJHW��7KH�VWDWH�RI

EXGJHW�GRHVQ¶W�DOORZ��DV�EHIRUH��WKH�VXEVLGL]LQJ�DQG�GLVEXUVHPHQW�RI�WHFKQLFDO�FUHGLWV�DQG

FUHGLWV�JUDQWHG�E\�VWDWH��7KH�FDQFHOLQJ�RI�WKH�GHEWV�RI�HFRQRPLF�DJHQWV��LQ�RUGHU�WR�OLTXLGDWH

WKH�GDPDJHV�FDXVHG�E\�WKH�QDWXUDO�GLVDVWHUV�LV�LQHIILFLHQW��HYHQ�KDYH�QHJDWLYH�UHVXOWV��,Q�WKH

VLWXDWLRQ�RI�FULVHV�FUHDWHG�VWDWH�JUDQWHG�FUHGLWV�LQ�WKH�DPRXQW�RI�����PLOOLRQ�OHL��%XW�RQO\

����ZHUH�UHLPEXUVHG�ZKLFK�EULQJ�WKH�ORVVHV�LQ�WKH�DPRXQW�RI�����PLOOLRQ�OHL��7KH�KLVWRULFDO

GHEWV�RI�WKH�DJULFXOWXUDO�HQWHUSULVHV�FRQVWLWXWH�RQ�DYHUDJH���ELOOLRQ�OHL������RI�ZKLFK

UHSUHVHQWV�GHEWV�WR�WKH�VWDWH�EXGJHW�DQG�VRFLDO�IXQG��DQG�WKH�UHVW�±�GHEWV�WR�RWKHU�HFRQRPLF

DJHQWV�

7KH�SULYDWL]DWLRQ�SURFHVV�LV�QRW�ILQLVKHG�\HW��DQG�TXHVWLRQV�DULVH�DERXW�WKH�PHDVXUHV�

ZKLFK�FDQ�VWRS�WKH�FRQWLQXRXV�GHPROLWLRQ�RI�WKH�SULYDWH�DQG�SXEOLF�SURSHUW\��7KH�SURSHUW\

RI�WKH�DJULFXOWXUDO�HQWHUSULVHV�LV�LQ�GDQJHU�RI�FRQWLQXRXV�GHPROLWLRQ��2Q�DYHUDJH����

DJULFXOWXUDO�HQWHUSULVHV�FRXOG�EH�LQFOXGHG�LQ�WKH�SURFHVV�RI�SULYDWL]DWLRQ�DQG�UHVWUXFWXULQJ�

$V�RI�-DQXDU\��
VW
��WKHLU�DVVHWV�YDOXHG�DSSUR[LPDWHO\�����ELOOLRQ�OHL��2Q�DYHUDJH�����RI�WKHVH

HQWHUSULVHV�KDYH�QRW�FRPSOHWH�WKH�UH�HYDOXDWLRQ�RI�WKHLU�DVVHWV��DQG�����RI�WKHP

RYHUHVWLPDWHG�WKHLU�YDOXH��%DVHG�RQ�WKH�HVWLPDWLRQ�RI�WKH�VSHFLDOLVWV�RI�WKH�&HQWHU�IRU

3ULYDWH�%XVLQHVV�DQG�5HIRUPV��&3%5���DIWHU�FRPSOHWLQJ�WKH�UHVWUXFWXULQJ�DQG�SULYDWL]DWLRQ

RI�WKH�HQWHUSULVHV�IURP�WKH�QDWLRQDO�SURJUDP��WKH�WRWDO�DPRXQW�RI�UHSDLG�GHEWV�ZLOO�DFFRXQW

IRU���������PLOOLRQ�OHL��7KH�UHPDLQV���������PLOOLRQ�OHL�ZLOO�EH�FDQFHOHG�GXULQJ�WKH�SHULRG

RI�����������

7KH�XQLTXH�SRVVLELOLW\�RI�GHEW�FDQFHOODWLRQ�ZLOO�H[LVW�RQO\�DIWHU�WKH�UHDO�SULYDWL]DWLRQ

DQG�UHVWUXFWXULQJ�RI�WKH�DJULFXOWXUDO�HQWHUSULVHV��7KH�GHEWV�FDQFHOLQJ�VKRXOG�EH�GRQH�RQO\

DIWHU�WKH�FRPSOHWLQJ�E\�WKH�HQWHUSULVHV�RI�UHIRUP�SURFHVV��2QO\�D�UHDO�SULYDWL]DWLRQ�

DFFRPSDQLHG�E\�UHDO�UHRUJDQL]DWLRQ��FRXOG�LQVXUH�WKH�JURZWK�RI�UHYHQXHV�WR�VWDWH�EXGJHW

DQG�HYHQWXDOO\�LPSURYHPHQW�RI�WKH�RI�WKH�ZKROH�V\VWHP�IXQFWLRQLQJ�

���������

6LQFH�LQGHSHQGHQFH�WKH�YROXPH�RI�DJULFXOWXUDO�H[SRUWV�LQ�QRPLQDO�YDOXH�UHJLVWHUHG�D

FRQWLQXRXV�JURZWK��EHLQJ�DFFRPSDQLHG�E\�DQ�LQFUHDVH�RI�LPSRUW�RI�IRRG�DQG�OLYHVWRFN

SURGXFWV��7KH�H[SRUW�H[SDQVLRQ�LV�PDLQO\�GXH�WR�LQFUHDVH�RI�SULFHV��UDWKHU�WKDQ�WR�LQFUHDVH�LQ

YROXPH�RI�SURGXFWV�H[SRUWHG�
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$JULFXOWXUDO�([SRUW�DQG�,PSRUW

�
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LPSRUWV H[SRUWV

)RRG�DQG�DJULFXOWXUDO�SURGXFWV�WUDGLWLRQDOO\�GRPLQDWHG�0ROGRYDQ�H[SRUWV�

$JULFXOWXUDO�H[SRUWV��VKDUH�LQ�WRWDO�H[SRUWV����

���� ���� ���� ���� ����

$JULFXOWXUDO�H[SRUW��WRWDO�

/LYHVWRFN�SURGXFWV

)UXLWV��YHJHWDEOHV��FHUHDOV

)RRG�SURGXFWV��GULQNV��WREDFFR

6NLQV
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���
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���
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7KH�&,6�FRXQWULHV�DQG

HVSHFLDOO\�5XVVLD�DUH�VWLOO�WKH

PDLQ�WUDGH�SDUWQHUV�RI�WKH

FRXQWU\��7KH�VKDUH�RI�H[SRUWV�WR

&HQWUDO�(XURSH�GHFUHDVHV�EXW

WKH�VKDUH�RI�(8�FRXQWULHV

SUDFWLFDOO\�UHPDLQV�WKH�VDPH�

0ROGRYD�LV�EHJLQQLQJ�WR

IDFH�FRPSHWLWLRQ�IURP�:HVWHUQ

(XURSHDQ�FRXQWULHV��HVSHFLDOO\

3RODQG��+XQJDU\�DQG�%XOJDULD�

ZKLFK�DOUHDG\�VWDUWHG�WR

SHQHWUDWH�WKH�5XVVLDQ�PDUNHW

YHU\�VXFFHVVIXOO\��0ROGRYD�LV

QRW�UHDG\�WR�IDFH�WKH�QHZ

FKDOOHQJHV��QHLWKHU�WHFKQLFDOO\

QRU�ZLWK�UHVSHFW�WR�KXPDQ

UHVRXUFHV��7KH�IXWXUH�VXFFHVV�RI

0ROGRYD¶V�H[SRUW�LQGXVWU\�LQ

DJULFXOWXUDO�DQG�IRRG�SURGXFWV�LQ

HLWKHU�WKH�&,6�PDUNHWV��RU�WKH

(8�DQG�RWKHU�LQWHUQDWLRQDO

PDUNHWV��ZLOO�GHSHQG�RQ�WKH

FRPSHWLWLYH�VXSSO\�RI�KLJKHU

3URGXFWLRQ�&RVW��3&��DQG�3URGXFHU�3ULFH��33��

���� ���� ����

6XQIORZHU 3& ��� ��� ���

33 ��� ��� ���

6XJDU�EHHW 3& �� �� ��

33 �� �� ���

*UDSHV 3& ��� ��� ���

33 ��� ��� ���

&HUHDOV 3& �� ��� ���

33 ��� ��� ���

%HHI 3& ���� ���� �����

33 ���� ���� ����

3RUN 3& ���� ���� ����

33 ���� ���� ����

/DPE 3& ���� ���� ����

33 ���� ���� ����

3RXOWU\ 3& ���� ���� ����

33 ���� ���� ����

0LON 3& ��� ��� ����

33 ��� ��� ���

(JJV����WKRX� 3& ��� ��� ���

33 ��� ��� ���
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TXDOLW\�SURGXFWV��DQG�FRQVLVWHQW�VXSSO\��WZR�DUHDV�LQ�ZKLFK�0ROGRYD��ZLWK�IHZ�H[HPSWLRQV�

LV�QRW�FRPSHWLWLYH�

�6LQFH�LQGHSHQGHQFH�0ROGRYD�VLJQHG�D�IUHH�WUDGH�DJUHHPHQW�ZLWK����FRXQWULHV��DQ

DJUHHPHQW�IRU�SDUWQHUVKLS�DQG�FROODERUDWLRQ�ZLWK�(8��DQG�FXUUHQWO\�LV�QHJRWLDWLQJ�WKH�:72

PHPEHUVKLS��7KH�GHYHORSPHQW�RI�H[WHUQDO�UHODWLRQV�UHSUHVHQWLQJ�DQ�LPSRUWDQW�DVSHFW�IRU

DJUDULDQ�UHIRUPV�

,Q�-DQXDU\������LQ�0ROGRYD�ZHUH�RIILFLDOO\�OLEHUDOL]HG�SULFHV�RQ�WKH�PRVW�RI�WKH

FRQVXPHU�JRRGV��,W�LV�GLIILFXOW�WR�FKRRVH�WKH�SULFHV�VR�LW�FRXOG�DWWHQG�ERWK�WKH�PDUNHW

VWDELOL]DWLRQ�DQG�DVVXUH�D�FRUUHVSRQGLQJ�OHYHO�RI�SURGXFHU¶V�LQFRPH��,Q�JHQHUDO�WKH�³VKRFN

PRGHO´�RI�SULFH�OLEHUDOL]DWLRQ�KDV�EURXJKW�D�KXJH�DPRXQW�RI�H[WHUQDO�GHEWV�DQG�LQVWDELOLW\�LQ

ORFDO�PDUNHW�

'XULQJ�WKH�WUDQVLWLRQ�DQ�LQFUHDVH�LQ�SURGXFWLRQ�FRVWV�RYHU�WKH�SURGXFHU�SULFH�FDQ�EH

HDVLO\�QRWLFHG�HVSHFLDOO\�ZKDW�FRQFHUQ�OLYHVWRFN�SURGXFWV��7KH�SURGXFWLRQ�FRVWV�RI�PHDW

SURGXFWV�DUH�����WLPHV�KLJKHU�WKDQ�WKHLU�SURGXFHU�SULFHV��ZKLFK�HYHQWXDOO\�PDNHV�KLJKO\

XQSURILWDEOH�WKHLU�SURGXFWLRQ�DQG�FRPSOHWHO\�H[SODLQV�LWV�FRQWLQXRXV�GHFUHDVH��)RU�PLON�

HJJV��SRXOWU\��IUXLWV�DQG�EHUULHV�WKH�SURGXFWLRQ�FRVWV�DUH�VOLJKWO\�KLJKHU�WKDQ�WKH�SURGXFHU

SULFHV��EXW�WKH�JDS�VHHPV�WR�GHFUHDVH�RYHU�\HDUV�

3ULFH�VWDELOL]DWLRQ��EDVHG�RQ�WKH�LQWHUQDWLRQDO�DYHUDJH�SULFHV�RYHU�WKH�ODVW�\HDUV��FRXOG

UHSUHVHQW�WKH�RSSRUWXQLW\�FRVW�IRU�WKH�ORQJ�SHULRG�RI�H[SRUWV��%XW�WKH�JHQHUDO�WHQGHQF\�RI

WKH�DJULFXOWXUDO�SURGXFWV�SULFHV�RQ�WKH�ZROG�PDUNHW�LV�LQ�GHFOLQH��,I�WKH�DYHUDJH�ZROG�SULFH�LV

WDNHQ�DV�D�UHIHUHQFH��WKH�IROORZLQJ�LV�QHFHVVDU\�WR�FRQVLGHU��WKH�VXSSRUW�RI�SURFHVV�RI

DJULFXOWXUH�PRGHUQL]DWLRQ�LQ�RUGHU�WR�DYRLG�WKH�KLJK�SURGXFWLRQ�FRVW��HVWDEOLVKPHQW�RI�OR\DO

PDUNHW�FRQGLWLRQV��WR�SUDFWLFH�D�FRPSDUDEOH�DJULFXOWXUH�ZLWK�WKRVH�RI�GHYHORSHG�FRXQWULHV�LQ

RUGHU�WR�DFKLHYH�D�FRPSDUDWLYH�DGYDQWDJH�

/DQG�UHIRUP

2QH�RI�WKH�PRVW�FRQWURYHUVLDO�LVVXHV�WKDW�WKH�ILUVW�WDVN�RI�DJULFXOWXUDO�UHIRUP��ZKLFK�LV

WKH�HOLPLQDWLRQ�RI�WKH�VWDWH�PRQRSRO\�RQ�RZQHUVKLS�RI�ODQG��VWLOO�UHPDLQV�XQVROYHG�

7KH�ODQG�UHIRUP�VWDUWHG�LQ�-DQXDU\�������DORQJ�ZLWK�HQDFWPHQW�RI�/DQG�&RGH��EXW

ZHQW�YHU\�VORZO\�GXULQJ�WKH�WUDQVLWLRQ�SHULRG��7KH�ILUVW�HIIRUW�RI�ODQG�SULYDWL]DWLRQ�ZDV�GRQH

LQ�HDUO\¶��V��ZKHQ�����WKRX�KD�LQ������DQG�����WKRX�KD�LQ������ZHUH�JLYHQ�WR�WKH

SRSXODWLRQ�LQ�IRUP�RI�KRXVHKROG�SORWV��7KHQ�IROORZHG�SHULRG�RI�VWDJQDWLRQ�DOPRVW�IRU�IRXU

\HDUV��GXH�WR�PDQ\�GUDZEDFNV�LQ�WKH�OHJLVODWLRQ�DQG�EXUHDXFUDWLF�FRQVWUDLQWV��6WDUWLQJ�ZLWK

�����WKH�SURFHVV�UHFHLYHG�D�QHZ�LPSXOVH��ZKHQ�&RQVWLWXWLRQDO�&RXUW�FDQFHOHG�UHVWULFWLRQ�RQ

ODQG�EX\LQJ�VHOOLQJ�WUDQVDFWLRQV��DQG�WKHQ�DFFHOHUDWHG�VLJQLILFDQWO\�LQ������

0RUH�WKDQ���PLOOLRQ�RI�WKH�SUHVHQW�DQG�IRUPHU�VWDWH�DQG�FROOHFWLYH�IDUP�ZRUNHUV

DQG�UXUDO�FLWL]HQV�KDYH�WKH�ULJKW�WR�ODQG�RZQHUVKLS�ZLWK�WKH�DYHUDJH�VL]H�RI�DERXW����

KHFWDUHV��$W�WKH�EHJLQQLQJ�RI�������RQO\�����RI�DJULFXOWXUDO�ODQG������WKRXVDQG�KD�

ZHUH�E\�LQGLYLGXDO�VHFWRU������WKRXVDQG�KD���KRXVHKROG�SORWV��DQG�����WKRXVDQG�KD��

LQGHSHQGHQW�SHDVDQW�IDUPV���WKH�UHPDLQHG�����ZHUH�FRQWUROOHG�E\�YDULRXV�ODUJH�VFDOH

HQWHUSULVHV��ZKLFK�LQ�WKHLU�HVVHQFH�UHSUHVHQW�WKH�VDPH�VWDWH�FROOHFWLYH�VWUXFWXUHV��7KXV�

WKH�VWDWHPHQW�WKDW�����RI�0ROGRYDQ�ODQG�LV�LQ�SULYDWH�SURSHUW\�LV�H[DJJHUDWHG��,VVXDQFH

RI�ODQG�WLWOHV�KDV�MXVW�FUHDWHG�DQ�LOOXVLRQ�DERXW�WKH�FRQWLQXDWLRQ�RI�WKH�UHIRUPV�LQ�WKH

FRXQWU\VLGH��7KH�VWDWH�UHWDLQV�����RI�DJULFXOWXUDO�ODQG�LQ�D�UHVHUYH�IXQG��ZKLFK�LV�JLYHQ

LQ�OHDVH�WR�SURGXFHUV�
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7KH�³/DQG´�SURMHFW��ZKLFK�LV�LPSOHPHQWHG�ZLWK�WKH�WHFKQLFDO�DVVLVWDQFH�RI�86$,'��LV

WKH�PDLQ�SURMHFW�GHDOLQJ�ZLWK�ODQG�SULYDWL]DWLRQ�DQG�DJULFXOWXUDO�HQWHUSULVHV�UHVWUXFWXULQJ�

3URMHFW�VWDUWHG�LQ�VSULQJ������IROORZLQJ�DQ�LQWHUJRYHUQPHQWDO�DJUHHPHQW�EHWZHHQ�0ROGRYD

DQG�WKH�86$�DQG�EHJDQ�LWV�DFWLYLW\�ZLWK�³0DLDN´�HQWHUSULVH��7KH�SURMHFW�LV�RSHUDWLQJ

WKURXJK�WKH�&HQWHU�IRU�3ULYDWH�%XVLQHVV�5HIRUPV��&3%5��LQ�FORVH�FR�RSHUDWLRQ�ZLWK�WKH

0LQLVWU\�RI�3ULYDWL]DWLRQ�DQG�$GPLQLVWUDWLRQ�RI�6WDWH�3URSHUW\��7KH�FRPPHQFHPHQW�RI�WKH

SURMHFW�IROORZV�WKH�PDLQ�REMHFWLYH�RI�HODERUDWLRQ�RI�WKH�PHWKRGRORJ\�RI�SULYDWL]DWLRQ�DQG

UHVWUXFWXULQJ�RI�DJULFXOWXUDO�HQWHUSULVHV�ZLWK�WKH�ILQDO�JRDO�EHLQJ�ODQG�DQG�SURSHUW\

GLVWULEXWLRQ��$W�WKH�HQG�RI�SLORW�VWDJH����HQWHUSULVHV�ZHUH�SULYDWL]HG������WKRXVDQG�KD�RI

ODQG�DQG�SURSHUW\�ZRUWK�RI�����PLOOLRQ�OHL�ZHUH�GLVWULEXWHG�

,Q�RUGHU�WR�DFFHOHUDWH�WKH�SDWK�RI�UHIRUP�*RYHUQPHQW�DGRSWHG�WKH�1DWLRQDO�³/DQG´

3URJUDP�IRU�SULYDWL]DWLRQ�DQG�UHVWUXFWXULQJ�RI�DJULFXOWXUDO�HQWHUSULVHV��7KH�SURJUDP�LV

LPSOHPHQWHG�E\�&3%5��WRJHWKHU�ZLWK�%RR]�$OOHQ�DQG�+DPLOWRQ�DQG�(DVW�:HVW�,QVWLWXWH

RI�0DQDJHPHQW��FRPSDQLHV�WKDW�SURYLGH�WHFKQLFDO�DQG�FRQVXOWDWLYH�VXSSRUW�

3UHVHQWO\�����HQWHUSULVHV�SUHVHQWHG�WKHLU�UHTXHVWV�RI�MRLQLQJ�WKH�1DWLRQDO�3URJUDP�

DQG�����RI�WKHP�DOUHDG\�FRQFOXGHG�FRQWUDFWV�RI�SDUWLFLSDWLRQ��%XW�ODQG�DQG�SURSHUW\

GLVWULEXWLRQ�KDV�EHHQ�WHPSRUDOO\�VXVSHQGHG�GXH�WR�KXJH�GHEWV�RI�DJULFXOWXUDO�HQWHUSULVHV�

$V�ORQJ�DV�WKH�ODZ�RQ�HQWHUSULVHV�UHVWUXFWXULQJ�LV�DFWLYH��WKH�SURSHUW\�GLVWULEXWLRQ�FDQ�QRW

WDNH�SODFH��7KH�ODZV�RQ�EDQNUXSWF\�DQG�HQWHUSULVHV�UHVWUXFWXULQJ�DUH�QRW�HIILFLHQW�XQGHU�WKH

FUHDWHG�VLWXDWLRQ��,PSOHPHQWDWLRQ�RI�EDQNUXSWF\�SURFHGXUHV�ZLOO�WDNH�PRQWKV�RU�HYHQ�\HDUV�

EXW�WKH�H[LVWLQJ�ODZV�FRQFHUQLQJ�HQWHUSULVH¶GHEWV�DUH�HQFRXUDJLQJ�WKHP�WR�FRQWLQXH�GHEW

DFFXPXODWLRQ��6LQFH�WKH�SURFHGXUHV�VWLSXODWHG�E\�WKH�ODZ�GRHV�QRW�DOORZ�WKH�DFFHOHUDWLRQ�RI

DJUDULDQ�UHIRUP�LW�LV�DEVROXWHO\�QHFHVVDU\�WR�DGRSW�D�QHZ�ODZ��ZKLFK�ZRXOG�KDYH�JUHDWHU

LPSDFW��2QO\�DIWHU�FRPSOHWLQJ�WKH�UHIRUPV��WKH�HQWHUSULVHV¶GHEWV�ZLOO�EH�DXWRPDWLFDOO\

FDQFHOHG��$V�WKH�QHZ�ODZ�ZRXOG�KDYH�WHPSRUDOO\�FKDUDFWHU��WKH�HQWHUSULVHV�ZLOO�EH

VWLPXODWHG�WR�VWDUW�DQG�ILQLVK�WKH�UHIRUPV�SURFHVV�ZLWKLQ�WKH�WLPH�VWLSXODWHG�LQ�WKH�1DWLRQDO

3URJUDP��%XW�WKH�PRVW�LPSRUWDQW�IDFWRU�LV�WKDW�WKH�QHZ�ODZ�ZRXOG�VWLPXODWH�FUHDWLRQ�RI�QHZ

HQWHUSULVHV�EDVHG�RQ�SULYDWH�SURSHUW\�DQG�LQVXUH�WKH�OLTXLGDWLRQ�RI�WKRVH�KDYLQJ�KXJH�GHEWV�

7KH�ODQG�ZLOO�EH�SULYDWL]HG�YHU\�VRRQ�DQG�WKHQ�GLVWULEXWHG�WR�WKH�IDUPHUV��7KLV�LV

LQGHHG�D�YHU\�LPSRUWDQW�GHYHORSPHQW�LQ�WKH�KLVWRU\�RI�WKH�FRXQWU\��ZKLFK�ZRXOG�KDYH

FRQVHTXHQFHV�QRW�RQO\�IRU�WKH�SHRSOH�GLUHFWO\�LQYROYHG�EXW�DOVR�IRU�WKH�FRXQWU\�DV�D

ZKROH��,Q�WKH�HQG�D�QHZ�JURXS�RI�SHRSOH�ZRXOG�HPHUJH�LQ�WKH�HFRQRP\��7KHVH�SHRSOH

ZLWK�WKH�WLPH�ZLOO�EHFRPH�PRUH�DQG�PRUH�UHVSRQVLEOH�IRU�HQVXULQJ�WKH�GHYHORSPHQW�RI

WKH�DJULFXOWXUDO�VHFWRU�IRU�WKH�HFRQRPLF�KHDOWK�DQG�IXWXUH�EHQHILW�RI�WKH�FRXQWU\¶V

HFRQRP\��7KXV�LV�ERWK�IRU�WKH�IDUPHUV�LQWHUHVWV�DQG�IRU�WKH�EHVW�LQWHUHVWV�RI�WKH�QDWLRQ�

WKDW�WKH�SULYDWH�IDUPHUV�VHFWRU�LV�IXOO\�VXSSRUWHG�DQG�HQFRXUDJHG��$JUDULDQ�UHIRUPV�DUH

QRW�FRPSOHWHG�MXVW�DW�WKH�VWDJH�RI�ODQG�GLVWULEXWLRQ�EXW�DUH�FRQWLQXLQJ�ZLWK�SURSHUW\

FRQVROLGDWLRQ��PRGHUQL]DWLRQ�RI�HFRQRPLF�DQG�SURGXFWLRQ�VWUXFWXUHV��:KDW�ZLOO�KDSSHQ

WR�WKH�QHZ�ODQGRZQHUV�DQG�KRZ�ZLOO�WKH\�RUJDQL]H�WKHLU�ZRUN�ZLWKLQ�WKH�FUHDWHG

LQIUDVWUXFWXUH"�)DUPHUV�IDFH�WKH�VLWXDWLRQ�ZKHQ�WKH\�QHHG�WR�EH�FRPSHWHQW�DQG�VNLOOHG�

7KH\�DUH�QRZ�UHVSRQVLEOH�IRU�PDNLQJ�WKHLU�RZQ�SROLF\�DERXW�ZKDW�LW�LV�QHFHVVDU\�WR

SURGXFH��KRZ�LW�ZLOO�EH�DFFRPSOLVKHG��ZKHUH�DQG�KRZ�WR�VHOO�WKH�ILQDO�SURGXFW��7KLV�LV�D

QHZ�H[SHULHQFH�RI�WKH�QHZO\�HPHUJHG�IDUPHUV��DQG�QRW�HYHU\�IDUPHU�LV�DEOH�WR�SHUIRUP

WKHVH�UROHV�HTXDOO\�ZHOO��7KH�GLYLVLRQ�RI�ODQG�LQWR�VPDOO�SULYDWH�IDUPV��ZKLFK�DUH�WKHQ

VXEGLYLGHG�LQWR�VPDOOHU�SORWV�EDVHG�RQ�GLIIHUHQW�FURSV�KDV�VHYHUDO�DGYDQWDJHV�±�PRUH

HPSOR\PHQW��PRUH�IDLU�GLVWULEXWLRQ�RI�LQFRPH��DQG�ZLGHU�KRPH�PDUNHW�IRU�WKH

PDQXIDFWXULQJ�VHFWRU��+RZHYHU�VPDOO�KROGLQJV�PXVW�DOVR�EH�FDSDEOH�WR�IDFH�RWKHU
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UHTXLUHPHQWV�DV�ZHOO��,W�LV�HVVHQWLDO�WR�FRQVLGHU�WKH�HIIHFWV�RI�ODQG�UHIRUP�RQ�DJULFXOWXUDO

SURGXFWLRQ��ERWK�IRU�H[SRUW�DQG�IRU�LQFUHDVLQJ�IRRG�SURGXFWLRQ��$W�SUHVHQW�GD\��WKH

IDUPHUV�FDQ�QRW�JHW�KHOS�WKH\�QHHG��1HLWKHU�ORFDO�DXWKRULWLHV�RU�WKH�*RYHUQPHQW�DJHQFLHV

DUH�DEOH�WR�JLYH�WKH�VXSSRUW�WKH\�QHHG��GXH�WR�WKHLU�RZQ�VFDUFLW\�RI�UHVRXUFHV�DQG�WKH

SUREOHP�LQYROYHG�LQ�SK\VLFDOO\�GHDOLQJ�ZLWK�VR�PDQ\�WKRXVDQGV�RI�VPDOO�IDUP�XQLWV�

FRPSDULQJ�WR�WKH�VPDOO�QXPEHU�RI�IRUPHU�FROOHFWLYH�XQLWV��([SHUWV�IURP�YDULRXV�ILHOGV

ZKR�ZRUNHG�LQ�WKH�IRUPHU�V\VWHP�QHHG�WR�EH�UHWUDLQHG�LQ�RUGHU�WR�GHDO�ZLWK�WKH�HQWLUHO\

FKDQJHG�HQYLURQPHQW�ZKLFK�SULYDWH�IDUPHUV�IDFH��VLQFH�QRZ�WKHLU�H[SHULHQFH�FDQ�KDUGO\

EH�DSSOLHG�WR�WKH�QHZ�FLUFXPVWDQFHV�

$V�D�VROXWLRQ�WR�WKH�FUHDWHG�SUREOHP��7$&,6�SURMHFW�$VVLVWDQFH�WR�5HIRUP�WKH

$JULFXOWXUH�6XSSRUW�6\VWHP�HODERUDWHG�WKH�GUDIW�RI�WKH�ODZ�RQ�FRRSHUDWLRQ�LQ�DJULFXOWXUH�

ZKLFK�ZRXOG�EH�KRSHIXOO\�DSSURYHG�E\�WKH�3DUOLDPHQW�WLOO�WKH�HQG�RI�WKH�FXUUHQW�\HDU�

3UHVHQW�ODZ�SXWV�D�VWUHVV�RQ�FRQVWLWXWLQJ�DQG�IXQFWLRQLQJ�RI�DJULFXOWXUDO�VHUYLFH�FR�

RSHUDWLYHV�VXFK�DV��SURFHVVLQJ��FROOHFWLQJ��WUDQVSRUWLQJ�DQG�VWRUDJLQJ��VRUWLQJ�DQG�WUDGLQJ

WKH�DJULFXOWXUDO�SURGXFWLRQ��HWF�

7KH�LGHD�RI�WKH�FUHDWLRQ�RI�VHUYLFH�FR�RSV�LV�EDVHG�RQ�WKH�H[SHULHQFH�RI�FR�RSV

GHYHORSPHQW�LQ�VRPH�RI�(XURSHDQ�FRXQWULHV��,UHODQG��'HQPDUN��+ROODQG��)UDQFH�

*HUPDQ\��HWF���2I�FRXUVH�DOO�WKHVH�FRXQWULHV�DGRSWHG�WKHLU�RZQ�PRGHO�WDNLQJ�LQWR�DFFRXQW

VSHFLILF�FLUFXPVWDQFHV�RI�HDFK�FRXQWU\��7KH�FR�RSHUDWLRQ�DW�WKH�YLOODJH�OHYHO�ZRXOG�EH�RQH

VROXWLRQ�WR�XVH�WKH�H[LVWLQJ�LQIUDVWUXFWXUH�LQ�RUGHU�WR�LQFUHDVH�IDUPHUV
�HIILFLHQF\�

1HYHUWKHOHVV��GHFLVLRQV�DERXW�WKH�RUJDQL]DWLRQ�RI�WKH�QHZ�IDUPHUV�DFWLYLW\�GHSHQGV�HQWLUHO\

RQ�WKH�RZQ�ZLOO�

6HYHQ�\HDUV�SDVVHG��DQG�WKH�DJUDULDQ�SROLF\�ZDV�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW

DJULFXOWXUDO�JURZWK�LV�HQVXUHG�E\�UDSLG�WHFKQLFDO�FKDQJHV��DOORFDWLQJ�IHZ�UHVRXUFHV�IRU�WKH

UXUDO�GHYHORSPHQW��KHDYLO\�WD[LQJ�LI�SRVVLEOH��DQG�JHWWLQJ�WKH�DJULFXOWXUDO�RXWSXWV�FKHDSO\

WR�VXSSRUW�LQGXVWULDO�GHYHORSPHQW��1RZ��KRSHIXOO\��WKH�SROLF\�PDNHUV�XQGHUVWDQG�WKDW

DJULFXOWXUH�FDQQRW�EH�QHJOHFWHG�VLQFH�LW�LV�DGHTXDWHO\�SURYLGLQJ�HPSOR\PHQW�RSSRUWXQLWLHV�

PDWHULDOV��PDUNHWV�DQG�VDYLQJV�WR�WKH�LQGXVWU\�

7KH�IDFW�WKDW�DJUR�LQGXVWULDO�VHFWRU�IDFHV�FHUWDLQ�SUREOHPV�GRHV�QRW�LQ�LWVHOI�MXVWLI\�WKH

JRYHUQPHQW�LQWHUYHQWLRQ��LW�RQO\�LGHQWLILHV�WKH�SRWHQWLDO�DUHD�IRU�LW��$Q�DQDO\VLV�RI�WKH

DSSURSULDWH�SROLF\�IRU�0ROGRYDQ�DJULFXOWXUH�PXVW�WKHUHIRUH�EHJLQ�E\�LGHQWLI\LQJ�IDFWRUV

ZKLFK�OHG�WR�WKH�FXUUHQW�FULVHV�DQG�WKH�LQVWUXPHQWV�WKH�*RYHUQPHQW�FRXOG�XVH�WR�UHPHG\�WKH

VLWXDWLRQ�
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����'RPHVWLF�WUDGH�DQG�VHUYLFHV

'RPHVWLF�WUDGH�

7KH�HFRQRPLF�GHFOLQH��DORQJ

ZLWK�WKH�GHFUHDVH�RI�WKH�SXUFKDVLQJ

SRZHU�RI�SRSXODWLRQ��DQG�WKH�VOLGH�RI

GRPHVWLF�WUDGH�LQWR�WKH�XQRUJDQL]HG

PDUNHW�HVVHQWLDOO\�FDXVHG�D�IDOO�LQ

GRPHVWLF�WUDGH��,Q������WKH�JURVV

GRPHVWLF�VDOHV�LQ�UHDO�WHUPV�DPRXQWHG

WR�DERXW������ELOOLRQ�OHL��D�����GURS�

3XEOLF�FDWHULQJ�KDV�D�VWDEOH�VKDUH�RI

���LQ�JURVV�GRPHVWLF�VDOHV�

7KH�VKDUH�RI�IRRGVWXIIV�LQ�UHWDLO

VDOH�LV�FRQVWDQWO\�JURZLQJ��IURP����

LQ������WR�����LQ��������7KH�GHFOLQH

LQ�UHDO�VDOHV�RI�IRRG�PHUFKDQGLVHV�ZDV

ODUJHU�WKDQ�RI�QRQ�IRRG�JRRGV�

'XULQJ�WKLV�WLPH�SULFHV�RI�IRRGV

LQFUHDVHG�����WLPHV��DQG�RQO\���

WLPHV�RI�QRQ�IRRG�LWHPV�

7KH�DQDO\VLV�RI�SHU�FDSLWD�VDOHV

VXJJHVWV�WKDW�VDOHV�RQ�WKH�RUJDQL]HG

PDUNHW�DPRXQW�WR�RQO\�������RI�WKH

WRWDO��,W�LV�KDUG�WR�FRQFHLYH�WKDW

DYHUDJH�SHU�FDSLWD�\HDUO\�VDOHV�FRPH

WR�RQO\�����NLORJUDPV�RI�PHDW�����

JUDPV�RI�ILVK������JUDPV�RI�EXWWHU�

DQG�VR�RQ��7KH�VKDUH�RI�RUJDQL]HG

WUDGH��LQ�IDFW��WKH�SDUW�WD[HG�E\�WKH

VWDWH��LV�SHUPDQHQWO\�GLPLQLVKLQJ�

GHVWUR\LQJ�DQ\�KRSH�RI�JHWWLQJ�PRUH

EXGJHW�UHYHQXHV�IURP�WKLV�VHFWRU�

ZKLFK�LV�WKH�PRVW�SURILWDEOH�DW�WKH

PRPHQW�

5XUDO�SRSXODWLRQ��ZKLFK

FRQVWLWXWHV�����RI�WKH�WRWDO��KHOG

����RI�WKH�WRWDO�WUDGH�LQ������DQG

RQO\�����LQ�������7KLV�FRQILUPV�WKH

IDFW�WKDW�UXUDO�SRSXODWLRQ�LV�JHWWLQJ

SRRU�IDVWHU�

7KH�VWUXFWXUH�RI�UHWDLO�WUDGH�LV�VKLIWLQJ�WRZDUGV�SULYDWH�VHFWRU��IURP�����LQ�����

WR�����LQ��������6LPXOWDQHRXVO\��WKH�PL[HG�VHFWRU�LV�JURZLQJ�������

7KH�QXPEHU�RI�SXEOLF�UHWDLO�WUDGH�XQLWV�GHFUHDVHG�IURP������LQ������WR�����LQ

������ZKLOH�RI�SULYDWH�RQHV���LQFUHDVHG�IURP������LQ������WR������LQ�������,W�LV

LPSRUWDQW�WR�QRWLFH�WKDW�WKH�DYHUDJH�\HDUO\�YROXPH�VROG�E\�RQH�HQWHUSULVH�LQ�WKH�SXEOLF

���� ����
���� ����

����
����

�

��

��

��

��

���

�5HWDLO�VDOHV�LQ�UHDO�WHUPV

�

���

����

����

����

���� ���� ���� ���� ���� ����

6WUXFWXUH�RI�UHWDLO�VDOHV

5HWDLO�WUDGH 3XEOLF�FDWHULQJV5HWDLO�VDOHV�E\�JURXSV�RI�JRRGV������ �����

�

��

��

��

��

��

��

��

��

��

���

���� ���� ���� ���� ���� ����

)RRGV 7RWDO 1RQ�IRRG

��������������������������������5HWDLO�VDOHV�SHU�FDSLWD��O�����

����8QLW ���� ���� ����

0HDW� NJ ���� ���� ����

)LVK NJ ���� ���� ����

%XWWHU NJ ���� ���� ����

9HJHWDO�RLO NJ ���� ���� ����

(JJV SLHFH ����� ����� �����
6XJDU NJ ���� ���� ����

3RWDWRHV NJ ���� ���� ����

9HJHWDEOHV NJ ���� ���� ����

)UXLWV NJ ���� ���� ����

9RGND OLWHUV ���� ���� ����
%UDQG\ OLWHUV ���� ���� ����

&KDPSDJQH OLWHUV ���� ���� ����
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VHFWRU�GLG�QRW�FKDQJH�LQ�UHDO�WHUPV������WKRXVDQG�OHL�LQ������SULFHV���ZKLOH�LQ�WKH

SULYDWH�VHFWRU�LW�GHFUHDVHG�IURP������WKRXVDQG�OHL�LQ������WR�����WKRXVDQG�OHL�LQ�����

�RQO\�����OHL�SHU�PRQWK�±�ZKLFK�LV�LQFUHGLEOH���7KLV�VXJJHVWV�DERXW�FRQFHDOLQJ�RI�UHDO

GDWD�RQ�FRPPHUFLDO�WXUQRYHU

LQ�WKH�SULYDWH�VHFWRU�

$�SRVLWLYH�WHQGHQF\�RI

GLPLQLVKLQJ�UHWDLO�VWRFNV��IURP

���GD\V�VDOHV�FRYHUDJH�LQ

�����WR����GD\V�LQ�������LV

PDUNHG��2Q�2FWREHU��������

WKH�UHWDLO�PHUFKDQGLVH

LQYHQWRULHV�ZHUH�HVWLPDWHG�DW

����PLOOLRQ�OHL��DQG�PDUNHG�D

WZR�SHUFHQW�UHGXFWLRQ

FRPSDUHG�WR�WKH�VDPH�SHULRG

RI�������,W�HQVXUHV�D����GD\

UHVHUYH��'RPHVWLF�WUDGH

EHFRPH�PRUH�IOH[LEOH��DQG

UHVSRQVLYH�WR�GHPDQG�

$FFRUGLQJ�WR�WKH�GDWD

SUHVHQWHG�E\�WKH�'HSDUWPHQW

RI�6WDWLVWLFDO�DQG�6RFLRORJLFDO

$QDO\VLV��FRPPRGLWLHV�ZLWK�D

QHW�ZRUWK�RI�������PLOOLRQ�OHL

ZHUH�VROG�GXULQJ�ILUVW�WKUHH�TXDUWHUV�RI����������GHFOLQH�LQ�UHDO�WHUPV�FRPSDUHG�WR�WKH

VDPH�SHULRG�RI��������7KLV�FDQ�EH�H[SODLQHG�E\�WKH�GHWHULRUDWLRQ�RI�SXUFKDVLQJ�SRZHU

RI�WKH�SRSXODWLRQ��VDODU\�DUUHDUV�IRU�EXGJHW�VSKHUH�HPSOR\HHV��HQRUPRXV�SHQVLRQ�GHEWV�

FRQWLQXRXV�HFRQRPLF�GHFOLQH�DQG�HPHUJLQJ�RI�LQIODWLRQDU\�WHQGHQFLHV��7KH�SULYDWH

VHFWRU�DFFRXQWHG�IRU�����RI�WKH�WRWDO�VDOHV��WKH�SXEOLF�VHFWRU�±�����DQG�WKH�PL[HG

VHFWRU������

6HUYLFHV��7KH�YROXPH�RI�VHUYLFHV�UHQGHUHG�IRU�IHHV�WR�WKH�SRSXODWLRQ�LQFUHDVHG�LQ

QRPLQDO�WHUPV�IURP������PLOOLRQ

OHL�LQ������WR�������PLOOLRQ�OHL

LQ�������7KH�GHFOLQH�LQ�UHDO

WHUPV�LQ�WKH�DPRXQW�RI�UHQGHUHG

VHUYLFHV�LV�GHHSHU�WKDQ�LQ�UHWDLO�

FRQVWLWXWLQJ�����IRU�WKH�JLYHQ

SHULRG��7KH�VWUXFWXUH�RI

VHUYLFHV�KDV�DOVR�PRGLILHG�

&RQVHTXHQWO\��WKH�VKDUH�RI

VRFLDO�VHUYLFHV�LQ�WKH�WRWDO

GHFUHDVHG�IURP�����LQ������WR

�����LQ�������RI�XWLOLWLHV��

LQFUHDVHG�IURP�����WR������DQG�RI�FRPPXQLFDWLRQV��URVH�IURP���WR����SHUFHQW�

5HODWLYHO\�VWDEOH�UHPDLQHG�WKH�VKDUH�RI�WUDQVSRUWDWLRQ����������

5HWDLO�VDOHV�E\�W\SHV�RI�SURSHUW\��WKRXVDQG��/HL�

�

���

����

����

����

���� ���� ���� ���� ���� ����

SXEOLF SULYDWH PL[HG

(YROXWLRQ�RI�VHUYLFHV�LQ�UHDO�WHUPV��SULFHV�RI������

�

����

����

����

����

����

����

����

���� ���� ���� ���� ���� ����

2WKHU

5HVWLQJ

KRXVHV
7RXULVP

(GXFDWLRQ

.LQGHU�

JDUGHQV
3XEOLF

XWLOLWLHV
&RPPXQLF

DWLRQ
7UDQVSRUWDW

LRQ
6RFLDO

&RQVXPHU�SULFH�LQGH[�LQ�VHUYLFHV

�

���

���

���

���

����

���� ���� ���� ���� ���� ����

VHUYLFHV���WRWDO VRFLDO WHOHFRPXQFDWLRQV SXEOLF�XWLOLWLHV FXOWXUH KHDOWK

�
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7KH�LQIODWLRQ�DQG�JUDGXDO�FRQYHUJHQFH�RI�GRPHVWLF�DQG�LQWHUQDWLRQDO�SULFHV

FKDQJHG�LQ�D�GLIIHUHQW�PDQQHU�WKH�SULFHV�RI�JRRGV�DQG�VHUYLFHV��7KXV��WKH�ODUJHVW

LQFUHDVH�ZDV�H[SHULHQFHG�LQ�XWLOLWLHV�±�����WLPHV��WUDQVSRUWDWLRQ�±�����WLPHV��FXOWXUH

DQG�FRPPXQLFDWLRQ�±�����WLPHV��7KH�SULFH�RI�VHUYLFHV�VRDUHG�����WLPHV�RYHUDOO�

7KH�SXEOLF�VHFWRU�LV�GRPLQDQW��ZKHQ�WDNLQJ�LQWR�DFFRXQW�WKH�GLYLVLRQ�E\�W\SH�RI

SURSHUW\��������PLOOLRQ�OHL�LQ������DQG�����PLOOLRQ�OHL�LQ��������7KLV�LV�PDLQO\�GXH�WR

XWLOLWLHV��WUDQVSRUWDWLRQ��DQG�FRPPXQLFDWLRQV��,WV�VKDUH�LQ�WRWDO�VHUYLFHV�FRQVWLWXWHG

������LQ������DQG�����LQ�������7KH�VKDUH�RI�SULYDWH�VHFWRU�UHPDLQHG�YLUWXDOO\

XQFKDQJHG�DW���������PLOOLRQ�OHL�LQ������DQG�����PLOOLRQ�OHL�LQ��������+RZHYHU��WKH

PL[HG�VHFWRU�HPHUJHG��DFFRXQWLQJ�IRU�����RU�����PLOOLRQ�OHL�LQ������

'XULQJ�ILUVW�WKUHH�TXDUWHU�RI������VHUYLFHV�ZHUH�UHQGHUHG��YDOXHG�DW�����PLOOLRQ

OHL�WKURXJK�DOO�WKH�FKDQQHOV��7KLV�ZDV����ORZHU�WKDQ�LQ�WKH�VDPH�SHULRG�RI������LQ

FRPSDUDWLYH�SULFHV��7KH�VKDUH�RI�SXEOLF�VHUYLFHV�VHFWRU�DPRXQWHG�WR�����RI�WKH�WRWDO

VHUYLFHV��RI�WKH�SULYDWH�VHFWRU�WR�����DQG�RI�WKH�PL[HG�±�WR�����

,W�LV�QHFHVVDU\�WR�VROYH�WKH�SUREOHPV�UHODWHG�WR�WKH�LPSOHPHQWDWLRQ�RI�D�PRGHUQ

PDUNHW�RULHQWHG�V\VWHP�RI�WUDGH�DQG�VHUYLFHV��UDWLRQDO�SRVLWLRQLQJ�LQ�WKH�WHUULWRULHV�RI

UHWDLO�VDOH�DQG�VHUYLFH�HQWHUSULVHV��UHQRYDWLRQ�RI�DFFRXQWDELOLW\�RI�VHFWRUV¶�HQWHUSULVHV�WR

VWDWLVWLFDO�RIILFHV��HQVXULQJ�IXQFWLRQLQJ�RI�OHJLVODWLRQ�UHODWHG�WR�FRQVXPHU�SURWHFWLRQ�

7KH�*RYHUQPHQW�VKRXOG�ILQG�D�ZD\�WR�DWWUDFW�WKH�UHWDLO�VDOH�DQG�WKH�VHUYLFHV�V\VWHP�LQWR

WKH�IRUPDO�VHFWRU�RI�WKH�HFRQRP\��VR�LW�ZRXOG�EHFRPH�OLDEOH�WR�WD[DWLRQ�

����)RUHLJQ�7UDGH

*OREDOL]DWLRQ�RI�WKH�ZRUOG�HFRQRP\��RSHQLQJ�RI�D�QXPEHU�RI�HFRQRPLHV�WR

LQWHUQDWLRQDO�IORZV�RI�JRRGV��VHUYLFHV��FDSLWDO��ODERU�IRUFH��DQG�LQIRUPDWLRQ�FUHDWHV��RQ

RQH�KDQG��DEVROXWHO\�QHZ�HFRQRPLF�RSSRUWXQLWLHV��SUDFWLFDOO\�QRW�DFKLHYDEOH�LQ�SUHYLRXV

\HDUV��RQ�WKH�RWKHU�KDQG��ULVHV�WKH�GHSHQGHQFH�DQG�WKH�YXOQHUDELOLW\�WR�H[WHUQDO�VKRFNV�

7KH�H[WHUQDO�WUDGH�RI�WKH�5HSXEOLF�RI�0ROGRYD�VXIIHUHG�D�QXPEHU�RI�PRGLILFDWLRQV�VLQFH

REWDLQLQJ�WKH�LQGHSHQGHQFH��8QIRUWXQDWHO\��VRPH�RI�WKHVH�FKDQJHV�FDQQRW�EH�UHJDUGHG

DV�SRVLWLYH��7KH�GHJUHH�RI�RSHQQHVV�RI�WKH�HFRQRP\�RI�0ROGRYD��EHLQJ�FDOFXODWHG�DV

WKH�UDWH�RI�H[WHUQDO�WUDGH�WR�*'3��JUHZ�XS��%\������WKLV�LQGLFDWRU�UHDFKHG��������

7KH�WUDGH�EDODQFH�ZRUVHQHG�ERWK�LQ�QRPLQDO�DQG�LQ�UHDO�WHUPV��UHDFKLQJ�LWV�PLQLPDO

YDOXH�RI�����PLOOLRQ�OHL�LQ������

%\�WKH�PRPHQW�RI�REWDLQLQJ�WKH�LQGHSHQGHQFH��WKH�*RYHUQPHQW�VWRRG�IRU�D

VWUXFWXUH�RI�H[SRUWV�EHLQJ�OHVV�FRORQLDO��PRUH�LQGXVWULDOL]HG��ZLWK�D�ODUJHU�VKDUH�RI

6HUYLFHV�E\�W\SHV�RI�SURSHUW\�� WK��/HL�
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3XEOLF

���� ���� ���� ����

3ULYDWH
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0L[HG

���� ���� ����

2WKHU

5HVWLQJ
KRXVHV

+HDOWK

(GXFDWLRQ

3XEOLF
XWLOLWLHV

&RPPXQLF
DW�

7UDQVSRUWD
WLRQ

6RFLDO
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ILQLVKHG�IRU�FRQVXPSWLRQ�JRRGV��7KH�UHDOLW\�GLVSOD\V�DQ�LQFUHDVH�RI�DJUR�LQGXVWULDO

FRPSOH[¶V�H[SRUWV�LQ�WRWDO�H[SRUWV�IURP�����LQ������WR�����LQ�������7KLV�LQFUHDVHV

WKH�HFRQRPLF�GHSHQGHQFH�RI�WKH�HFRQRP\�RQ�FOLPDFWHULF�IDFWRUV��$�SRVLWLYH�WHQGHQF\

RI�GLPLQLVKLQJ�VKDUH�RI�HQHUJ\�UHVRXUFHV��IURP�PRUH�WKDQ�����LQ������WR�����LQ������

DQG�WH[WLOHV��IURP������WR�������HPHUJHG��$�ODUJH�VKDUH�RI�LPSRUWHG�IRRGV�LV�RI�D

FHUWDLQ�FRQFHUQ��HVSHFLDOO\�VLQFH�LW�ZDV�EHOLHYHG�WKDW�0ROGRYD�KDV�D�FRPSDUDWLYH

DGYDQWDJH�LQ�WKLV�ILHOG�

*HRJUDSKLF�VWUXFWXUH�RI�LPSRUWV�VKLIWHG��WKH�VKDUH�RI�LPSRUWV�IURP�&,6�IHOO�IURP

������LQ������WR�������LQ�������ZKLOH�IURP�WKH�UHVW�RI�WKH�ZRUOG���LQFUHDVHG��7KLV�LV

UHDVRQDEOH��VLQFH�0ROGRYD�LV�RSHQLQJ�WR�QHZ�SDUWQHUV�

,QFUHDVLQJ�VKDUH�RI�LPSRUWV�IURP�5XVVLD�LV�DODUPLQJ�IRU�WKH�HFRQRPLF�VHFXULW\

�IURP�����LQ������WR�DOPRVW�����LQ��������7KH�ILQDQFLDO�FULVLV�LQ�5XVVLD��$XJXVW�������

JHQHUDWHG�D�VKRFN�LQ�GHPDQG�IRU�0ROGRYDQ�H[SRUWV��7KLV�OHG�WR�D�GUDPDWLF�IDOO�LQ

0ROGRYDQ�H[SRUWV�DQG�WKH�FHVVLRQ�RI�SURGXFWLRQ�RI�VRPH�0ROGRYDQ�HQWHUSULVHV��7KXV��LQ

6HSWHPEHU�2FWREHU�������WKH�H[SRUW�RI�IUXLWV�DQG�YHJHWDEOHV�WR�5XVVLD�DQG�%HODUXV�ZDV

DOPRVW�VXVSHQGHG��$FFRUGLQJ�WR�WKH�0LQLVWU\�RI�$JULFXOWXUH�DQG�3URFHVVLQJ�,QGXVWU\�

H[SRUW�RI��������WKRXVDQG�WRQHV�RI�IUHVK�YHJHWDEOHV������WKRXVDQG�WRQHV�RI�IUXLWV��DQG

���WKRXVDQG�WRQHV�RI�JUDSHV�LV�H[SHFWHG�LQ�������$V�RI�WKH�HQG�RI�2FWREHU�RQO\���

WKRXVDQG�WRQHV�RI�YHJHWDEOHV������RI�WKH�SODQQHG�TXDQWLW\��������WKRXVDQG�WRQV�IUXLW

�������DQG���WKRXVDQG�WRQHV�JUDSHV�������ZHUH�DFWXDOO\�H[SRUWHG�

7KH�DQDO\VLV�RI�0ROGRYD¶V�IRUHLJQ�WUDGH�LQ�UHDO�WHUPV�LV�RI�LQWHUHVW��7KH�HYDOXDWLRQ

RI�D�VDPSOH�RI�H[SRUWV�DQG�LPSRUWV�RI�0ROGRYD�LQ�SULFHV�RI�������WKRXVDQG�86�GROODUV��

UHSUHVHQWHG�E\�D�VHW�RI����JRRGV���������RI�WRWDO�LPSRUWV���DQG�RI����JRRGV���������RI

WRWDO�H[SRUWV���VKRZHG�WKDW�LPSRUWV�KDYH�ULVHQ�E\������ZKLOH�WKH�H[SRUWV�UHPDLQHG

XQFKDQJHG�GXULQJ�����������

,W�LV�JRRG�WR�QRWLFH�WKDW�WKH�SULFHV�RI�H[SRUWV�JUHZ�E\������ZKLOH�RI�LPSRUWV��

E\�RQO\������DFFRUGLQJ�WR�RXU�HVWLPDWLRQV�IRU�WKH�JLYHQ�SHULRG�RI�WLPH��+RZHYHU��WKLV

LV�QRW�UHVXOWLQJ�IURP�VRPH�SROLF\�RI�LQFUHDVLQJ�HIILFLHQF\�RI�0ROGRYDQ�H[SRUWV��EXW

IURP�WKH�IDFW�WKDW��DW�WKH�EHJLQQLQJ�0ROGRYDQ�H[SRUWV�ZHUH�VROG�DW�FRQVLGHUDEOH�ORZHU

SULFHV�WKDQ�WKH�ZRUOG�SULFHV��7KH�VSRQWDQHRXV�HQWHULQJ�LQWR�WKH�PDUNHW�HFRQRP\

IRUFHV�0ROGRYD�WR�DFFRPPRGDWH�WR�LQWHUQDWLRQDO�GHPDQG��SULFHV�DQG�VWDQGDUGV�

7KH�VXUYLYDO�RI�0ROGRYDQ�HFRQRP\�UHTXLUHV�DQ�XUJHQW�HODERUDWLRQ�DQG

LPSOHPHQWDWLRQ�RI�HFRQRPLF�DQG�RUJDQL]DWLRQDO�PHDVXUHV�IRU�H[SDQGLQJ�WKH�PDUNHW�

H[SRUWLQJ�0ROGRYDQ�JRRGV�WR�QRQWUDGLWLRQDO�GLUHFWLRQV��$IUR�$VLDQ�FRXQWULHV��IRU

H[DPSOH��ZKHUH�WKH�WHPSV�RI�SRSXODWLRQ�JURZWK�LV�PXFK�KLJKHU�WKDQ�WKH�JURZWK�RI�WKHLU

DJUR�DOLPHQWDU\�VHFWRU��0ROGRYD�DOVR�UHTXLUHV�DVVLVWDQFH�IURP�LQWHUQDWLRQDO�HFRQRPLF

LQVWLWXWLRQV�WR�ILJKW�WKH�UHVXOWV�RI�WKH�FXUUHQW�FULVLV��QHJRWLDWLRQ�RI�VRPH�IDFLOLWLHV�IRU�WKH

0ROGRYDQ�H[SRUWV�WR�WKH�(8��HYHQ�WHPSRUDU\�RQHV��

([FKDQJH�UDWH�DQG�FRXQWU\¶V�IRUHLJQ�WUDGH��,W�LV�ZHOO�NQRZQ�WKDW�WKH�UHVXOW�RI

IRUHLJQ�DFWLYLW\�RI�D�FRXQWU\�GHSHQGV�RQ�LWV�FXUUHQF\�H[FKDQJH�UDWH��L�H��QHW�H[SRUWV

GHSHQG�RQ�WKH�UHDO�H[FKDQJH�UDWH�

7KH�VLPSOHVW�GHILQLWLRQ�RI�WKH�UHDO�H[FKDQJH�UDWH��H��LV�HTXDO�WR�WKH�QRPLQDO�H[FKDQJH

UDWH�H�PXOWLSOLHG�E\�WKH�UDWLR�RI�WKH�GRPHVWLF�SULFH�OHYHO�3G�WR�WKH�IRUHLJQ�SULFH�OHYHO�3I�

������������������������������������������H� �H�
�3G���3I���������
�
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7KH�H[SRUW�LV�PRUH�FRQYHQLHQW�ZKHQ�UHDO�H[FKDQJH�UDWH�LV�VPDOOHU��L�H��WKH�QHW

H[SRUWV�DUH�D�IXQFWLRQ�RI�WKH�UHDO�H[FKDQJH�UDWH��7KHUHIRUH��LW�LV�QRUPDO�WR�H[SHFW�DQ

H[SRUW�ERRVW�DV�D�UHVXOW�RI�WKH�0ROGRYDQ�OHX�GHSUHFLDWLRQ��%XW�WKH�HIILFLHQF\�RI�VXFK

PHDVXUHV�IRU�WKH�5HSXEOLF�RI�0ROGRYD�VKRXOG�EH�SUXGHQWO\�HVWLPDWHG�

����

����

�

���

���

���

���

����

����

���� ���� ���� ���� ���� ����

(YROXWLRQ�RI�H[WHUQDO�WUDGH��PLOOLRQ���

,PSRUWV ([SRUWV 7UDGH�EDODQFH
����

����

����

����

���

�

��

���

���

���

���� ���� ���� ���� ���� ����

7UDGH�EDODQFH�E\�FRXQWULHV��PLOOLRQ���

5XVVLD

8NUDLQH

*HUP

5RPDQ

2WKHU
&,6

2WKHU

(YROXWLRQ�DQG�VWUXFWXUH�RI�LPSRUWV��PLOOLRQ���

�

���

���

���

���

����

����

���� ���� ���� ���� ���� ����

2WKHU 0HWDOV 7H[WLOHV &KHPLFD
O

(QJHQHHULQJ )XHO

*HRJUDSK\�RI�LPSRUWV��PLOOLRQ����

�

���

���

���

���

����

����

����
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2WKHU

2WKHU�&,6

5RPDQLD

*HUPDQ\

8NUDLQH

5XVVLD

*HRJUDSK\�RI�H[SRUWV��PLOOLRQ����
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2WKHU

2WKHU�&,6

5RPDQLD

*HUPDQ\

8NUDLQH

5XVVLD

(YROXWLRQ�DQG�VWUXFWXUH�RI�H[SRUWV��PLOOLRQ����
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2WKHU (QJHQHHULQJ 7H[WLOH /LYH�VWRFN 3ODQWV )RRGV
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'DWD�IURP�WKH�1DWLRQDO�%DQN�RI�0ROGRYD�VKRZ�WKDW�VLQFH�LWV�LQWURGXFWLRQ�OHX

GHSUHFLDWHG�E\�DSSUR[LPDWHO\����������LQ�QRPLQDO�WHUPV��%XW�LQ�UHDO�WHUPV�OHX

HVVHQWLDOO\�DSSUHFLDWHG��VHH�FKDSWHU�����QHJDWLYHO\�LPSDFWLQJ�QHW�H[SRUWV�

7KHUH�DUH�VHYHUDO�FDXVHV�IRU�WKLV�FRQWUDGLFWRU\�SKHQRPHQRQ�RI�HYROXWLRQ�RI�WKH

QDWLRQDO�FXUUHQF\�UDWH�LQ�UHDO�DQG�QRPLQDO�WHUPV��2QH�RI�WKHP�LV�WKH�LQWHUQDO�DQG�H[WHUQDO

SULFH�HTXDOL]DWLRQ�WHQGHQF\�DV�D�UHVXOW�RI�SULFH�OLEHUDOL]DWLRQ�DQG�0ROGRYD¶V�GLUHFW

SDUWLFLSDWLRQ�RQ�WKH�LQWHUQDWLRQDO�PDUNHWV��7KXV��WKH�WDEOH�EHORZ�VKRZV�D�UHODWLYHO\�IDVWHU

LQFUHDVH�LQ�WKH�SULFHV�RI�H[SRUWV�

$QRWKHU�FDXVH�LV�WKH�ORFDO�SV\FKRORJ\�RI�DGDSWDWLRQ�RI�SULFHV�WR�WKH�FKDQJHV�LQ

QRPLQDO�H[FKDQJH�UDWH�RI�WKH�FXUUHQF\��+LJK�LQIODWLRQDU\�HQYLURQPHQW�LQ�0ROGRYD�LQ

HDUO\������UHVXOWHG�LQ�D�VXEFRQVFLRXV�DGDSWDWLRQ�RI�WKH�SRSXODWLRQ�WR�FRQYHUW�HYHU\WKLQJ

LQWR�86�GROODUV��HYHQ�ZKHQ�WKH�DFWXDO�WUDQVDFWLRQV�ZHUH�H[SUHVVHG�LQ�QDWLRQDO�FXUUHQF\�

7KH�SRSXODWLRQ�JRW�XVHG�WR�FRQVLGHU�WKH�DYHUDJH�VDODU\�WR�EH�86'�����*'3���FORVH�WR

WZR�ELOOLRQ�GROODUV��D�ORDI�RI�EUHDG�DERXW����FHQWV��D�N:�K�±�D�QLFNHO��D�SDLU�RI�VKRHV��

86'�����RI�ERRWV�±�86'�����DQG�VR�RQ�

$OPRVW������RI�PHUFKDQGLVHV�DUH�VROG�RQ�WKH�QRQ�RUJDQL]HG�PDUNHW��ZKLFK�LV

H[WUHPHO\�UHFHSWLYH�WR�FKDQJHV�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH��,W�LV�HQRXJK�IRU�WKH�QRPLQDO

H[FKDQJH�UDWH�WR�FKDQJH��DQG�LW�LPPHGLDWHO\�LPSOLHV�FKDQJHV�LQ�SULFHV�RQ�WKH�GRPHVWLF

PDUNHW��7KLV�SKHQRPHQRQ�EHFDPH�TXLWH�HYLGHQW�LQ�1RYHPEHU�������ZKHQ�WKH�SULFHV�DUH

EHLQJ�FKDQJHG�GDLO\�LQ�DFFRUGDQFH�ZLWK�WKH�H[FKDQJH�UDWH��5HODWLYHO\�OHVV�HODVWLF�DUH

SULFHV�IRU�IRRG��HQHUJ\�DQG�VHUYLFHV��,Q�IRUPXOD��
��WKH�GHSUHFLDWLRQ�RI�WKH�QRPLQDO

H[FKDQJH�UDWH�H�LPSOLHV�D�PRUH�UDSLG�ULVH�LQ�GRPHVWLF�SULFHV�3G�WKHQ�WKH�GLPLQXWLRQ�RI�H�

+HQFH��WKH�UHDO�H[FKDQJH�UDWH�LQFUHDVHV�

H�p���3G��n�n�����H�n�

7KHUH�DUH�VHYHUDO�PRUH�FDXVHV�RI�WKH�UHDO�DSSUHFLDWLRQ�RI�WKH�H[FKDQJH�UDWH���,W

PD\�EH�FDXVHG�IRU�LQVWDQFH��E\�VWDWH¶V�HFRQRPLF�SROLF\���0DFUR�WH[WV�FRQWDLQ�D�QXPEHU

RI�H[DPSOHV��ZKHQ�WKH�VWDWH��E\�VWLPXODWLQJ�WKH�HFRQRP\�WKURXJK�WD[�FXWV�RU�LQFUHDVHG

JRYHUQPHQW�VSHQGLQJ��JHQHUDWHV�D�GHFUHDVH�LQ�GRPHVWLF�VDYLQJV��UHVXOWLQJ�LQ�DQ�LQFUHDVH

RI�WKH�H[FKDQJH�UDWH��7KH�LQYHVWPHQW�SURPRWLRQ�DQG�GRPHVWLF�PDUNHWV�SURWHFWLRQ

SROLFLHV��GRPHVWLF�VDYLQJV�UHGXFWLRQ��WKH�FDVH�RI�0ROGRYD��KDYH�D�VLPLODU�HIIHFW�RQ�WKH

UHDO�H[FKDQJH�UDWH�

$Q�H[SODQDWLRQ�RI�HYROXWLRQ�RI�WKH�WUDGH�EDODQFH�DQG�LWV�FRPSRQHQWV�LV�UHTXLUHG

LQ�WKHVH�FRQGLWLRQV��7KH�FRUUHODWLRQ�PHWKRG�LQGLFDWHG�WKH�IROORZLQJ�UHODWLRQVKLS�IXQFWLRQ

EHWZHHQ�QHW�H[SRUWV�DQG�UHDO�H[FKDQJH�UDWH�IRU�0ROGRYD

1;��H�� ��������H�������������5�� ������

7KLV�EDVLFDOO\�VKRZV�WKDW�WKH�LQFUHDVH�LQ�WKH�UHDO�H[FKDQJH�UDWH�E\�RQH�SHUFHQW

UHVXOWHG�LQ�D�86'������PLOOLRQ�UHGXFWLRQ�RI�QHW�H[SRUWV�LQ������SULFHV��86'�����PLOOLRQ

LQ������SULFHV���ZKLOH�WKH�UHDO�H[FKDQJH�UDWH�RI�WKH�0ROGRYDQ�OHX�JUHZ�E\�����

1HW�H[SRUWV�PD\�EH�GLYLGHG�LQWR�LWV�FRPSRQHQWV�±�LPSRUWV�DQG�H[SRUWV�LQ�RUGHU�WR

VWXG\�WKHLU�HODVWLFLW\�WR�FKDQJHV�LQ�WKH�H[FKDQJH�UDWH��7KH�VDPH�PHWKRG�JDYH�WKH

IROORZLQJ�UHODWLRQVKLS�EHWZHHQ�WKH�UHDO�H[FKDQJH�UDWH��H[SRUWV��(;��DQG�LPSRUWV

�,03��

(;�H�� ������H�����������5�� ������
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��,PSRUW��H[SRUW��DQG�QHW�H[SRUW�LQ�UHDO�WHUPV

���DV�IXQFWLRQV�RI�UHDO�H[FKDQJH�UDWH�RI�OHX����

����

����

����

����

�

���

���

���

���

����

����

����

��� ��� ��� ��� ��� ���

����5HDO�H[FKDQJH�UDWH
,PSRUW ([SRUW 1HW�([SRUW

7KH�EDVLF�UHVXOW�LV��DQ�DSSUHFLDWLRQ�RI�WKH�UHDO�H[FKDQJH�UDWH�E\�RQH�SHUFHQW

JHQHUDWHV�D�GRXEOH�LQFUHDVH�LQ�LPSRUWV��FRPSDUHG�WR�H[SRUWV��ERWK�FDOFXODWHG�LQ

QRPLQDO�WHUPV���)XUWKHUPRUH��LPSRUWV�KDYH�D�ELJ�FRQVWDQW�FRPSRQHQW�RI�HQHUJ\

UHVRXUFHV��6LPLODU�FDOFXODWLRQV�IRU�UHDO�H[FKDQJH�UDWH�VKRZ�DQ�LQVLJQLILFDQW�GHFOLQH�LQ

H[SRUWV��86'������PLOOLRQ��DQG�DQ�LQFUHDVH�LQ�LPSRUWV��86'�����PLOOLRQ���+RZHYHU��WKH

UHVXOWV�DUH�TXLWH�XQVWDEOH��VLQFH�5�VTXDUHG�DUH�LQDGPLVVLEOH�ORZ��%RWK�FDVHV��IRU

QRPLQDO�DQG�UHDO�WHUPV�FDOFXODWLRQV��GLVSOD\�D�JUHDWHU�HODVWLFLW\�WR�WKH�H[FKDQJH�UDWH

IOXFWXDWLRQV�RI�LPSRUWV�FRPSDUHG�WR�H[SRUWV�

4XHVWLRQ��DIWHU�D�VHYHQ�WLPHV�LQFUHDVH�E\�WKH�1%0�RI�WKH�PRQH\�VXSSO\��0���LQ

WKH�ODVW�IRXU�DQG�D�KDOI�\HDUV��ZRXOG�LW�EH�HIILFLHQW�WR�GHSUHFLDWH�WKH�H[FKDQJH�UDWH�LQ

RUGHU�WR�VXSSRUW�WKH�IRUHLJQ�WUDGH"

$QVZHU�

��� 7KH�GHYDOXDWLRQ�RI�WKH�0ROGRYDQ�OHX�WDNHV�SODFH�LQ�WKH�FRQGLWLRQV�RI

LQIODWLRQDU\�H[SHFWDWLRQV��7KHUHIRUH��GRPHVWLF�SULFHV�DUH�ULVLQJ��UHVXOWLQJ�LQ�D

UHDO�UDWH�DSSUHFLDWLRQ��7KXV��GRPHVWLF�JRRGV�DUH�QRW�EHFRPLQJ�FKHDSHU��DQG

WKLV�FDQQRW�VWLPXODWH�H[SRUWV�

��� (YHQ�SHUIRUPLQJ�D�UHDO�H[FKDQJH�UDWH�GHYDOXDWLRQ��WKH�1%0�ZRXOG�PRVW

OLNHO\�GLVFRXUDJH�LPSRUWV�LQVWHDG�RI�HQFRXUDJLQJ�H[SRUWV��DQG�WKLV�LV�ZRXOG�EH

D�SRVLWLYH�UHVXOW�

��� 6XFK�D�SROLF\�KRZHYHU��ZRXOG�JHQHUDWH�DQ�LQFUHDVH�LQ�SULFHV�IRU�HQHUJ\
UHVRXUFHV�UHODWLYH�WR�GRPHVWLF�JRRGV��KDYLQJ�DQ�XQIDYRUDEOH�LPSDFW�RQ�WKH

HQWLUH�HFRQRP\�

��� ([SRUW�SURPRWLRQ�SROLF\�EDVHG�RQ�QDWLRQDO�FXUUHQF\�GHSUHFLDWLRQ�LV�D�VKRUW�
UXQ�VROXWLRQ��DQG�LW�FDQ�QRW�EH�LPSOHPHQWHG�LQ�WKH�ORQJ�UXQ�

��� $�UDSLG�JURZWK�RI�LQIODWLRQ�ZRXOG�UHGXFH�0ROGRYD¶V�HFRQRP\�UDWLQJ��ZKLFK

ZRXOG�EHFRPH�OHVV�VWDEOH��DQG�OHVV�DWWUDFWLYH�IRU�IRUHLJQ�LQYHVWRUV�
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&RQFOXVLRQ��,W�LV�FHUWDLQ�WKDW�WKH�1%0�LV�DEOH�WR�PDQLSXODWH�WKH�OHX�H[FKDQJH

UDWH�ERWK�WRZDUGV�DSSUHFLDWLRQ�DQG�GHSUHFLDWLRQ�LQ�RUGHU�WR�VWDELOL]H�WKH�EDQNLQJ�V\VWHP�

+RZHYHU��WKH�SRVLWLYH�HIIHFWV�RI�WKHVH�PHDVXUHV�DW�WKH�PDFURHFRQRPLF�OHYHO�ZRXOG�QRW

EH�VLJQLILFDQW�

$�UDQJH�RI�PHDVXUHV�GLUHFWHG�WRZDUGV�WKH�LPSURYHPHQW�RI�WUDGH�EDODQFH�DQG

IRUHLJQ�WUDGH�LV�UHTXLUHG��7KH�IROORZLQJ�VHULHV�RI�DFWLRQ�DUH�HVVHQWLDO�

�� FDQFHOODWLRQ�RI�ILVFDO�IDFLOLWLHV�IRU�LPSRUWHG�JRRGV�ZKLFK�DUH�VXEVWLWXWH�WKH�ORFDOO\

SURGXFHV�RQHV��HYHQ�LQ�WKH�IUHH�HQWHUSULVH�]RQHV�

�� FRQFOXGLQJ�RI�RQO\�RI�RQO\�GROODU�GHQRPLQDWHG�FRQWUDFWV�IRU�DOO�LPSRUW�H[SRUW

WUDQVDFWLRQV�

�� REOLJDWRU\�GLYHUVLILFDWLRQ�RI�HQHUJ\�UHVRXUFHV�LPSRUWV�E\�IL[LQJ�WKH�PD[LPXP�DOORZHG

VKDUH�RI�VSHFLILF�FRXQWULHV�LQ�WRWDO�LPSRUWV�DQG�FUHDWLQJ�D�UHDOO\�FRPSHWLWLYH

HQYLURQPHQW�LQ�HQHUJ\�VHFWRU�

�� DQ�LPPHGLDWH�GLVORFDWLRQ�RI�WKH�FXVWRPV�DORQJ�7UDQVQLVWULD�ERUGHU�DLPLQJ�DW

VWRSSLQJ�VPXJJOLQJ��DFFRPSOLVKLQJ�WKH�FXVWRPV�UHIRUP��DQG�DWWUDFWLQJ�WR�WKH�GHFLVLRQ

PDNLQJ�SRVLWLRQV�LQ�FXVWRPV�RI�IRUHLJQ�VSHFLDOLVWV�SDLG�RXW�RI�WHFKQLFDO�DVVLVWDQFH�

IXQGV�

�� 0RQLWRULQJ�DQG�LQIRUPLQJ�SRSXODWLRQ�UHJDUGLQJ�EDG�TXDOLW\�RI�LPSRUWHG�JRRGV�

LQWURGXFWLRQ�RI�QRQ�HFRQRPLF�EDUULHUV�IRU�WKH�LPSRUWHG�JRRGV�RI�EDG�TXDOLW\��

�� (OLPLQDWLRQ�RI�DOO�ILVFDO��SURFHGXUDO��OLFHQVLQJ��DQG�RUJDQL]DWLRQDO�EDUULHUV�IRU�H[SRUWV�

�� 'HYHORSPHQW�RI�PDUNHWLQJ�VWXGLHV��HVSHFLDOO\�LQ�SODFLQJ�SXEOLFLW\�DEURDG�IRU�ORFDO

JRRGV�DV�EHLQJ�KHDOWK\�DQG�QDWXUDO��$�GHGXFWLRQ�IURP�WKH�WD[DEOH�DPRXQW�RI�WKH

H[SHQGLWXUHV�IRU�SXEOLFLW\�

�� :LGH�LQIRUPLQJ�RI�SRSXODWLRQ�UHJDUGLQJ�SULFHV�RQ�RWKHU�PDUNHWV��LQFOXGLQJ�WKH

GLVWDQW�RQHV��DV�ZHOO�DV�SULFHV�IRU�WUDQVSRUWDWLRQ�VHUYLFHV�

�� 3ULYDWL]DWLRQ��UHVWUXFWXULQJ�DQG�UHWHKQRORJL]DWLRQ�RI�HQWHUSULVHV�IRU�LPSURYLQJ�WKHLU

FRPSHWLWLYHQHVV�

�� 3URPRWLRQ�RQ�WKH�IRUHLJQ�PDUNHWV�RI�VXFK�OHVV�WUDGLWLRQDO�JRRGV��DV�ZDOQXW��SDFNHG

KRQH\��SHHOHG�VXQ�IORZHU�VHHGV��KHDOWK\�FRQIHFWLRQHU\�IURP�VR\��EHDQ���UDLVLQV��GULHG

SUXQHV�DQG�DSULFRWV��YDFXXP�SURFHVVHG�IUXLWV��PXVKURRPV��PROOXVNV��DVWUDNKDQ�DQG

QXWULD�IXUV�

�� $�VWXG\�RI�WKH�SRVVLELOLWLHV�WR�GLUHFW�0ROGRYDQ�H[SRUWV�WRZDUG�WKH�QRQ�WUDGLWLRQDO

PDUNHWV�RI�WKH�$IUR�$VLDQ�FRXQWULHV��ZKHUH�WKH�JURZWK�RI�SRSXODWLRQ�LV�H[SHFWHG�WR

H[FHHG�WKH�JURZWK�LQ�IRRG�VHFWRU�RI�HFRQRP\�

�� (YDOXDWLRQ�RI�WKH�HIILFLHQF\�RI�H[SRUW�LPSRUW�RSHUDWLRQV��WDNLQJ�LQWR�DFFRXQW�WKH

FRPSDUDWLYH�DQG�DEVROXWH�DGYDQWDJHV�RI�0ROGRYD�LQ�FRPSDULVRQ�ZLWK�(8�DQG�&,6

FRXQWULHV�IRU�D�QXPEHU�RI�JRRGV��DFFRUGLQJ�WR�WKH�H[LVWLQJ�PHWKRGV���DQG�RQ�WKH

EDVLV�RI�WKHVH�HYDOXDWLRQV�±�HODERUDWLRQ�RI�D�OLVW�RI�VWUDWHJLF�JRRGV�IRU�H[SRUW�

QHJRWLDWLRQ�RI�IDFLOLWLHV�DQG�HVWDEOLVKLQJ�TXRWDV�IRU�H[SRUWV�DQG�LPSRUWV�IRU�FRXQWULHV

±�PHPEHUV�RI�HFRQRPLF�DJUHHPHQWV�

����������������������������������������
��7KH�EDG�TXDOLW\�RI�LPSRUWHG�JRRGV�LV�RI�FHUWDLQ�FRQFHUQ��7KH�IUHTXHQF\�RI�QHJDWLYH�UHVXOWV�GXULQJ�WKH

TXDOLW\�FRQWUROV�RI�LPSRUWHG�JRRGV�ZDV�����LQ�������DQG�����LQ��������7KH�5HSXEOLF�RI�0ROGRYD��EHLQJ

D�VPDOO�RSHQ�HFRQRP\��LPSOHPHQWV�D�SROLF\�RI�WUDGH�OLEHUDOL]DWLRQ� �2IWHQ�WKH�LPSRUWHG�JRRGV�FUHDWH�D�VHULRXV

FRPSHWLWLRQ�IRU�ORFDOO\�SURGXFHG�JRRGV��IUHTXHQWO\�HDVLO\�VXEVWLWXWLQJ�WKHP��DQG�UHGXFLQJ�WKH�ORFDO�SURGXFWLRQ�

,QIRUPLQJ�WKH�SRSXODWLRQ�DERXW�WKH�TXDOLW\�RI�LPSRUWHG�JRRGV�SURWHFW�VRPHKRZ�WKH�ORFDO�SURGXFHUV�
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����3ULYDWH�VHFWRU

3ULYDWL]DWLRQ��(VWDEOLVKPHQW�RI�D�YLDEOH�SULYDWH�VHFWRU�LV�D�SULPDU\�FRQGLWLRQ�IRU

WKH�WUDQVLWLRQ�WR�WKH�PDUNHW�HFRQRP\��$W�WKH�EHJLQQLQJ�RI�µ��V�LW�ZDV�EHOLHYHG�WKDW

SULYDWL]DWLRQ�SURFHVV�ZRXOG�ODVW�����\HDUV��DQG��DV�D�UHVXOW��D�QHZ�FODVV�RI�RZQHUV

ZRXOG�EH�IRUPHG��RZQHUV�YLWDOO\�LQWHUHVWHG�LQ�WKH�LQWHQVLILFDWLRQ�RI�WKH�HFRQRPLF

DFWLYLW\��LQ�ULVLQJ�LWV�HIILFLHQF\��FDSDEOH�WR�PDNH�VXIILFLHQW�LQYHVWPHQWV�LQ�SURGXFWLRQ�

IOH[LEOH�DQG�FRPSHWLWLYH�LQ�WKH�GRPHVWLF�DQG�IRUHLJQ�PDUNHWV��6LQFH�WKH�EHJLQQLQJ�RI�WKH

µ��V��WKUHH�SULYDWL]DWLRQ�SURJUDPV�ZHUH�DGRSWHG�DQG�LPSOHPHQWHG��WKH�ILUVW�RQH���IRU

3DWULPRQLDO�%RQGV���LQ�������WKH�VHFRQG���PL[HG�SULYDWL]DWLRQ�IRU�%RQGV�DQG�FDVK���LQ

�����������DQG��ILQDOO\��SULYDWL]DWLRQ�IRU�FDVK�H[FOXVLYHO\�LQ�������$W�SUHVHQW�D

SRVVLELOLW\�RI�H[WHQVLRQ�RI�WKH�ODVW�SURJUDP�WLOO�����������LV�H[DPLQHG�

7KH�VWDJH�RI�SULYDWL]DWLRQ�IRU�3DWULPRQLDO�%RQGV��DV�D�IRUPDO�ZD\�RI�DYRLGLQJ

SRVVLEOH�VRFLDO�FRQIOLFWV�FDXVHG�E\�XQIDLU�GLVWULEXWLRQ�RI�SXEOLF�SURSHUW\��VKRXOG�KDYH

EHHQ�DFFRPSOLVKHG�LQ�PLQLPDO�WHUPV��%XW�WKH�ODFN�RI�H[SHULHQFH�LQ�HODERUDWLRQ�DQG

DGRSWLRQ�RI�WKH�OHJLVODWLRQ�UHJDUGLQJ�SULYDWL]DWLRQ��WKH�QHHG�WR�FRPSLOH�WKH�OLVWV�RI

SRWHQWLDO�RZQHUV��QXPHURXV�IDXOWV�LQ�WKH�HYDOXDWLRQ�RI�SURSHUW\¶V�FRVW��DQG��ODVWO\��ODFN

RI�LQWHUHVW�LQ�SULYDWL]DWLRQ�SURFHVV�IURP�D�SDUW�RI�SRSXODWLRQ�FDXVHG�DQ�LQDGPLVVLEOH

GHOD\�RI�SULYDWL]DWLRQ�IRU�3DWULPRQLDO�%RQGV�

$V�D�UHVXOW�RI�WKLV��IRUPHU�SXEOLF�SURSHUW\�ZDV�GLVSHUVHG�DPRQJ�D�KXJH�QXPEHU�RI

3DWULPRQLDO�%RQGV�RZQHUV��QRW�FDSDEOH�WR�FROOHFW��VDYH��IXQGV�IRU�LQYHVWPHQWV�LQ�UH�

WHFKQRORJL]DWLRQ�RI�WKH�SULYDWH�HQWHUSULVHV��7KDW�SUDFWLFDOO\�VKRZHG�DQ�DEVHQFH�RI�UHDO

RZQHUV��$�ELJ�SDUW�RI�HTXLSPHQW�ZDV�GLVPDQWOHG��GH�FRPSOHWHG��VWROHQ��DQG�WKLV

GLPLQLVKHG�WKH�DWWUDFWLYHQHVV�RI�WKH�HQWHUSULVHV�VXEMHFWHG�WR�SULYDWL]DWLRQ�

7KH�UHSUHVHQWDWLYHV�RI�WKH�VWDWH�EHFDPH�LQFDSDEOH�DQG�QRW�LQWHUHVWHG�WR�UHDOO\

LQIOXHQFH�WKH�HQWHUSULVH¶V�PDQDJHPHQW��VKDUH�RI�WKH�VWDWH�ZHUH�XVHG�ZLWKRXW�DQ\

FRQWURO��WKH�SULYDWH�VHFWRU�KDV�EHHQ�UDSLGO\�VOLGLQJ�WR�WKH�XQGHUJURXQG�]RQH�

7KH�VWDJHV�RI�PL[HG�SULYDWL]DWLRQ�±�IRU�3DWULPRQLDO�%RQGV�DQG�IRU�FDVK��DV�ZHOO�DV�RI

SULYDWL]DWLRQ�IRU�FDVK��HYROYHG�TXLWH�VORZ��&DXVHV�RI�GHOD\V�LQ�SULYDWL]DWLRQ��DQG�ORZ

SDUWLFLSDWLRQ�RI�WKH�SRSXODWLRQ�LQ�SULYDWL]DWLRQ�ODFN�RI�SURSHUW\�ULJKWV�SURWHFWLRQ�EHFDXVH�RI

D�ZHDN�MXULGLFDO�V\VWHP��KXJH�GHEWV�RI�HQWHUSULVHV��RYHUHVWLPDWLRQ�RI�SULYDWL]HG�HQWHUSULVHV�

FRUUXSWLRQ��PDVV�SRYHUW\�DPRQJ�SRSXODWLRQ��XQIDYRUDEOH�OHJDO�IUDPHZRUN�IRU�WKH

GHYHORSPHQW�RI�SULYDWH�VHFWRU�

7DNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�QHHG�WR�LQFUHDVH�WKH�EXGJHW�LQFRPH��DQG�WKH�IDFW�WKDW

WKH�UHDOL]DWLRQ�RI�WKH�SULYDWL]DWLRQ�SURJUDP�ZDV�VORZHG�GRZQ��LQ�2FWREHU��������WKH

*RYHUQPHQW�DQG�WKH�'HSDUWPHQW�IRU�3ULYDWL]DWLRQ�PDGH�HIIRUWV�WR�DFFHOHUDWH�WKH

SULYDWL]DWLRQ�IRU�FDVK��7KXV��VLQFH�WKH�EHJLQQLQJ�RI�������-DQXDU\�6HSWHPEHU���WKH

'HSDUWPHQW�RI�3ULYDWL]DWLRQ�KHOG����LQYHVWPHQW�DQG�FRPPHUFLDO�WHQGHUV��KDYLQJ�SXW�XS�IRU

VDOH����HQWHUSULVHV��+RZHYHU��RQO\���REMHFWV�ZHUH�WUDGHG��WKH�WRWDO�ZRUWK�EHLQJ������PLOOLRQ

OHL��2I�WKLV�VXP������PLOOLRQ�OHL�KDYH�DOUHDG\�EHHQ�UHFHLYHG�E\�WKH�6WDWH�%XGJHW��7KH�VDOHV�RI

VWDWH�SURSHUW\�GXULQJ�2FWREHU�DPRXQWHG�WR�����PLOOLRQ�OHL�DQG�������PLOOLRQ�OHL�ZHUH

UHFHLYHG�E\�WKH�6WDWH�%XGJHW�

8QIRUWXQDWHO\��WKH�SURFHGXUHV�RI�SULYDWL]DWLRQ�RI�VRPH�HQWHUSULVHV�KDYH�ORQJ�ODVWLQJ

KLVWRULHV��&HPHQW�IDFWRU\��0ROG7HOHFRP��7XWXQ�FRPSDQ\���+RZHYHU��WKH�VLWXDWLRQ�LV

FKDQJLQJ��DIWHU�WKH�5XVVLDQ�FRPSDQLHV�WKH�:HVWHUQ�RQHV�IROORZHG��/DIDUJH��9R[WHO�±

)UDQFH��.XONRQ\�±�*HUPDQ\���HWF�
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(QHUJ\�VHFWRU��7KH�VLWXDWLRQ�LQ�WKH�HQHUJ\�VHFWRU�WKUHDWHQV�WKH�ZKROH�HFRQRP\�RI�WKH

FRXQWU\��2Q�WKH���WK�RI�2FWREHU�WKHUH�ZDV�SURSRVHG�WR�GHFODUH�DQ�HPHUJHQF\�VLWXDWLRQ�LQ

WKLV�VHFWRU��ZKLFK�FRXOG�KDYH�UHVXOWHG�LQ�VXVSHQVLRQ�RI�WKH�OHJLVODWLRQ�LQ�WKLV�DUHD��DQG�D

WDNHRYHU�RI�WKH�HQWLUH�ILQDQFLDO�DGPLQLVWUDWLRQ�RI�WKH�VHFWRU�E\�D�VSHFLDO�JRYHUQPHQWDO

FRPPLVVLRQ�

%\�2FWREHU������0ROGRYD�DFFUXHG�����ELOOLRQ�OHL��������PLOOLRQ��LQ�JDV�GHEWV��VRPH

����PLOOLRQ�OHL�LQ�HOHFWULFLW\�DQG�WKHUPDO�HQHUJ\�GHEWV�DQG�����PLOOLRQ�OHL�LQ�IXHO�GHEWV�

0ROGRYD�RZHV�5XVVLD������PLOOLRQ�LQ�GHEWV�DQG�������PLOOLRQ�LQ�ILQHV��5HJDUGHG�DV�D�ZKROH�

WKH�0ROGRYDQ�HQHUJ\�VHFWRU�ZRUNV�XQGHU�H[WUHPHO\�XQIDYRUDEOH�FRQGLWLRQV��)RU�H[DPSOH�

WKH�HOHFWULF�VXE�VHFWRU�LV�FRQVWDQWO\�FORVH�WR�D�EDQNUXSWF\�VWDWH�

7KH�PDMRU�FDXVHV�RI�WKLV�VLWXDWLRQ�DUH��ODFN�RI�D�UHDO�RZQHU��FRQVXPHUV
�LQVROYHQF\�

H[WHQVLRQ�RI�EDUWHU�GHDOV�DQG�PXWXDO�SD\PHQWV��IUHH]LQJ�DQG�UHVFKHGXOLQJ�RI�GHEWV��HQHUJ\

IDFLOLWLHV�IRU�WKH�DJULFXOWXUDO�VHFWRU��LQFRUUHFW�WD[�SROLF\�DQG�KLJK�FRPPHUFLDO�DQG�WHFKQLFDO

ORVVHV��WKHIWV�RI�HQHUJ\�

)RU�D�QRUPDO�GHYHORSPHQW��0ROGRYD�PXVW�UHSDLU�WKH�HOHFWULF�HTXLSPHQW��JDV�DQG

WKHUPDO�LQVWDOODWLRQV��DQG�SXUFKDVH�VRPH���������WRQV�RI�FRDO�������PLOOLRQ�GROODUV��DQG

��������WRQV�RI�IXHO�RLO�������PLOOLRQ�GROODUV���7KH�WRWDO�FRVW�RI�HQHUJ\�VXSSOLHV�IRU

HOHFWULFLW\�DQG�WKHUPDO�HQHUJ\�LV�HVWLPDWHG�DW�����PLOOLRQ�GROODUV��$W�WKH�VDPH�WLPH

DGGLWLRQDO�����N:�RI�HOHFWULFLW\�FRVWLQJ����PLOOLRQ�GROODUV�DUH�UHTXLUHG�

%\�2FWREHU����0ROGRYD�DFTXLUHG�RQO\��������WRQV�RI�FRDO���������WRQV�RI�IXHO�RLO�

������WRQV�RI�GLHVHO�DQG��������WRQV�RI�SHWURO��7KH�UHVHUYHV�RI�QDWXUDO�JDV�DOVR�FRQVWLWXWH���

SHUFHQW�RI�UHTXLUHPHQWV�

,Q�RUGHU�WR�LPSURYH�WKLV�VLWXDWLRQ�LW�VKRXOG�EH�IRXQG�D�UHDO�RZQHU�ZLWK�GHFLVLRQ�

PDNLQJ�ULJKWV�DQG�UHVSRQVLELOLWLHV�LQ�WKLV�VHFWRU�WKURXJK�LWV�SULYDWL]DWLRQ��%\�QRZ��LQGLYLGXDO

SULYDWL]DWLRQ�SURMHFWV�KDYH�EHHQ�SUHSDUHG�IRU�HQHUJ\�VHFWRU�HQWHUSULVHV��QDPHO\�IRU��

HOHFWULFLW\�KHDWLQJ�JHQHUDWLQJ�SODQWV�DQG���UHJLRQDO�HOHFWULFLW\�GLVWULEXWLRQ�QHWZRUNV�

*DV�VHFWRU��2Q�2FWREHU������������5XVVLD��0ROGRYD�DQG�7UDQVQLVWULD�VLJQHG�DQ

DJUHHPHQW�RQ�VHWWLQJ�XS�DQ�RSHQ�W\SH�MRLQW�VWRFN�FRPSDQ\��0ROGRYD*DV��7KH�HTXLW\�ZDV

GLVWULEXWHG�DV�IROORZV������ZLOO�EHORQJ�WR�*DVSURP�RI�5XVVLD�������WR�0ROGRYD��DQG�����

��WR�7UDQVQLVWULD��7KH�FRPSDQ\�KDV�WKXV�EHFDPH�WKH�RZQHU�RI�WKH�HQWLUH�JDV�WUDQVSRUWDWLRQ

DQG�GLVWULEXWLRQ�V\VWHP�RI�0ROGRYD�DQG�7UDQVQLVWULD�KDYLQJ�D�WRWDO�ZRUWK�RI������PLOOLRQ�

$W�SUHVHQW��WKH�5HSXEOLF�RI�0ROGRYD�RZHV�VRPH������PLOOLRQ�WR�*DVSURP�IRU�WKH�IXHO

FRQVXPHG��RI�ZKLFK������PLOOLRQ�LV�WKH�GHEW�RI�7UDQVQLVWULDQ�SDUW��%\�FHVVLRQ�RI�����RI�WKH

VKDUHV�WR�*DVSURP��&KLúLQ�X�LV�FRXQWLQJ�WR�FXW�LWV�LQGHEWHGQHVV�WR�0RVFRZ�E\������

PLOOLRQ��DQG�7UDQVQLVWULD���E\�������PLOOLRQ�

7KH�0ROGRYDQ�*RYHUQPHQW�KDV�DSSURYHG�WKH�SODQ�RI�UHVWUXFWXULQJ�D�SDUW�RI�LWV�GHEW

WKURXJK�SDVVLQJ�RYHU�WR�*DVSURP�D�SDFNDJH�RI�VWDWH�ERQGV�ZRUWK�����PLOOLRQ�SD\DEOH�LQ��

\HDUV�DW�DQ�LQWHUHVW�UDWH�RI�������S�D��,Q�������0ROGRYD�VXSSOLHG�0RVFRZ�ZLWK�VLPLODU

VHFXULWLHV�ZRUWK������PLOOLRQ�

+RZHYHU��LW�LV�QRW�TXLWH�FOHDU��KRZ�LW�LV�SRVVLEOH��WKDW�WKH�FHVVLRQ�WR�5XVVLD�RI�����RI

D�86������PLOOLRQ�YHQWXUH�UHGXFHV�0ROGRYD¶V�GHEW�WR�5XVVLD�E\�RQO\����PLOOLRQ��%HVLGHV�

7UDQVQLVWULD��KDYLQJ�WZR�WKLUGV�RI�WKH�GHEW�IRU�JDV��ZLOO�UHFHLYH�DOPRVW�KDOI�RI�0ROGRYDQ¶V

VKDUH�������PLOOLRQ��RU�����RI�WKH�WRWDO�

0ROG7HOHFRP��2QH�RI�WKH�UHDVRQV�RI�0ROG7HOHFRP¶V�IDLOXUH�WR�EH�SULYDWL]HG�LV�WKH

LQDELOLW\�WR�UHFRYHU�LWV�RZQ�PRQH\��%\�6HSWHPEHU��������0ROG7HOHFRP
V�DFFRXQWV
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UHFHLYDEOH�VRDUHG�WR����PLOOLRQ�OHL������PLOOLRQ�GROODUV���RI�ZKLFK������LV�WR�EH�UHSDLG�E\

EXVLQHVVHV��DQG�WKH�RWKHU�����E\�LQGLYLGXDO�XVHUV��6WDWH�UXQ�LQVWLWXWLRQV�RZH����SHUFHQW�RI

WKH�WRWDO�GHEWV��ZKLOH�WKH�VKDUH�RI�FROOHFWLYH�DJULFXOWXUDO�HQWHUSULVHV�ZDV������$PRQJ�WKH

ODUJHVW�GHEWRUV�DUH�WKH�0LQLVWU\�RI�,QWHUQDO�$IIDLUV�ZLWK�����PLOOLRQ�OHL����������GROODUV��LQ

GHEWV��WKH�&KLúLQ�X�&LW\�+DOO���RYHU���PLOOLRQ�OHL��WKH�0LQLVWU\�RI�1DWLRQDO�6HFXULW\�DQG�WKH

0LQLVWU\�RI�(GXFDWLRQ���RYHU���������OHL�HDFK�

2Q�2FWREHU�����0ROG7HOHFRP�KDV�EHHQ�DXWKRUL]HG�E\�WKH�0LQLVWU\�RI�7UDQVSRUWV�DQG

&RPPXQLFDWLRQV�WR�GLVFRQQHFW�WKH�OLQHV�LQ�PLQLVWULHV�ZKLFK�IDLO�WR�SD\�LQ�WLPH�IRU�WHOHSKRQH

VHUYLFHV��2Q�2FWREHU�����0ROG7HOHFRP�KDV�DQQRXQFHG�QHZ�FKDUJHV�IRU�D�VHULHV�RI�KRPH

VHUYLFHV��VWDUWLQJ������

2Q�2FWREHU�����WKH�*RYHUQPHQW�KDV�DSSURYHG�D�OHJLVODWLYH�SODQ�RI�UHRUJDQL]DWLRQ�DQG

SULYDWL]DWLRQ�RI�WKH�VWDWH�UXQ�0ROG7HOHFRP�FRPSDQ\�

$Q�LQLWLDO�SULYDWL]DWLRQ�SODQ�DSSURYHG�E\�3DUOLDPHQW�LQ�-XO\������VWDWHG�WKDW�D�IRUHLJQ

SDUWQHU�PXVW�RIIHU�DW�OHDVW������PLOOLRQ�IRU�D�����VWDNH�LQ�WKH�FRPSDQ\��RI�ZKLFK����

PLOOLRQ�ZRXOG�SD\�IRU�D�VHYHQ�\HDU�RSHUDWLQJ�OLFHQVH��7KH�UHPDLQLQJ������PLOOLRQ�ZDV

HDUPDUNHG�IRU�FDSLWDO�LQYHVWPHQW�LQ�0ROG7HOHFRP��,Q�D�WHQGHU�VHW�XS�E\�:HVWHUQ

FRQVXOWDQWV�ZLWK�WKH�EDFNLQJ�RI�WKH�(XURSHDQ�%DQN�IRU�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW�

WZR�FRPSDQLHV�GHFLGHG�WR�SDUWLFLSDWH�LQ�WKH�VDOH�±�D�)UHQFK�'DQLVK�FRQVRUWLXP

LQFRUSRUDWLQJ�)UDQFH�7HOHFRP�DQG�*1�6WRUH�1RUG��DQG�*UHHFH
V�VWDWH�WHOHFRP�FRPSDQ\

27(�7HOHFRP��%XW�27(�7HOHFRP�RIIHUHG�RQO\�������PLOOLRQ�IRU�WKH�VWDNH��DQ�WKLV�RIIHU�ZDV

UHMHFWHG�E\�WKH�*RYHUQPHQW��ZKLOH�WKH�)UHQFK�'DQLVK�FRQVRUWLXP�ZLWKGUHZ�IURP�WKH�WHQGHU

IRU�XQVSHFLILHG�UHDVRQV�

7KH�QHZ�SODQ�RI�0ROG7HOHFRP�SULYDWL]DWLRQ�LQFOXGHV�WKUHH�VWDJHV��,Q�WKH�ILUVW�VWDJH�

WKH�HQWHUSULVH�LV�VXSSRVHG�WR�EH�FRQYHUWHG�LQWR�D�MRLQW�VWRFN�HQWLW\��,Q�WKH�VHFRQG��WKH

*RYHUQPHQW�ZLOO�KROG�DQ�LQWHUQDWLRQDO�WHQGHU�WR�VHOHFW�D�VWUDWHJLF�LQYHVWRU�ZKR�ZLOO�UHFHLYH

����VKDUHV��7KUHH�SHUFHQW�RI�VKDUHV�ZLOO�EH�VROG�WR�0ROG7HOHFRP�HPSOR\HHV��,Q�WKH�WKLUG

VWDJH�KHDY\�LQYHVWPHQW�LQ�WKH�HQWHUSULVH�PRGHUQL]DWLRQ�LV�IRUHVHHQ�

7KH�SODQ�WDUJHWV�WR�UDLVH�WKH�QXPEHU�RI�WHOHSKRQH�OLQHV�LQ�0ROGRYD�IURP�WKH�FXUUHQW

���WR����SHU�����SHRSOH�LQ�WKH�QH[W�ILYH�\HDUV��$FFRUGLQJ�WR�WKH�SODQ��WKH�LQYHVWRU�ZRXOG

KDYH�DQ�H[FOXVLYH�OLFHQVH�IRU�LQWHUQDWLRQDO�DQG�ORFDO�WHOHSKRQH�FRPPXQLFDWLRQV�IRU�ILYH

\HDUV��DV�ZHOO�DV�D�SULRULW\�ULJKW�WR�EX\�WKH�QH[W�OLFHQVH�IRU�PRELOH�WHOHSKRQHV�LQ�0ROGRYD�

'XULQJ�WKH�ILUVW�WZR�\HDUV�DIWHU�WKH�VDOH�WKH�FXUUHQW�WDULII�VWUXFWXUH�ZRXOG�UHPDLQ�XQFKDQJHG�

WKH�SODQ�VD\V��ZLWK�IXUWKHU�FRQVLGHUDWLRQ�RI�WKH�RIILFLDO�UDWH�RI�LQIODWLRQ��7KH�SODQ��DQQRXQFHG

DW�WKH�JRYHUQPHQW�PHHWLQJ��VWLOO�KDV�WR�EH�DSSURYHG�E\�WKH�3DUOLDPHQW�

&HPHQW�IDFWRU\��3UHYLRXVO\��WKH�5H]LQD�IDFWRU\�ZDV�SXW�XS�IRU�VDOH�WKUHH�WLPHV��EXW

XQVXFFHVVIXOO\��7KH�0ROGRYDQ�FDELQHW�ZDV�EODPHG�IRU�FKDUJLQJ�D�WRR�KLJK�SULFH��7KH

HQWHUSULVH�DOVR�WULHG�WR�REWDLQ�ILVFDO�IDFLOLWLHV�LQ�RUGHU�WR�DYRLG�EDQNUXSWF\��EXW�LW�ZDV�XQDEOH

WR�LPSURYH�WKH�VLWXDWLRQ�ZLWK�LWV�RZQ�IRUFHV�

7KH�*RYHUQPHQW�DQQRXQFHG�WKDW�/DIDUJH��)LQDUJH�����KDV�ZRQ�WKH�WHQGHU�IRU�IRUHLJQ

LQYHVWRUV�ZKR�LQWHQGHG�WR�EX\�WKH�FRQWURO�VWRFN�LQ�WKH�5H]LQD�IDFWRU\��DQG�WKXV�REWDLQHG�WKH

6WDWH�RZQHG�SDFNDJH�RI�VKDUHV�RI�����

7R�UHKDELOLWDWH�WKH�FHPHQW�SURGXFWLRQ�DW�WKH�ELJ�FHPHQW�PLOOV��LW�LV�QHFHVVDU\�WR�LQYHVW

LQ�PRGHUQ�SDFNDJLQJ�OLQHV��WR�LQWURGXFH�HQHUJ\�VDYLQJ�PHDVXUHV��DQG�PRGHUQL]H�WKH�PDLQ

NLOQ��7KH�PLQLPDO�LQYHVWPHQW�SURJUDP�ZLOO�UHTXLUH�QR�OHVV�WKDQ����PLOOLRQ��7KH�IDFWRU\
V

SURMHFWHG�FDSDFLW\�LV�RYHU�RQH�PLOOLRQ�WRQV�RI�FHPHQW�D�\HDU���6WDWH�UHFHLYHG�������WKRXVDQG
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IRU�LWV�����VKDUH��7KH�IDFWRU\
V�SD\DEOHV�DUH�DSSUR[LPDWHO\����PLOOLRQ�OHL��$W�SUHVHQW��DQQXDO

FHPHQW�FRQVXPSWLRQ�LQ�0ROGRYD�LV�DERXW�����WKRXVDQG�WRQV�

7KH�SDFNDJH�LV�ZRUWK�����������%HVLGHV��/DIDUJH�VKDOO�SD\�DOO�KXJH�HQWHUSULVH
V�GHEWV

�DERXW�������PLOOLRQ���DQG�LQYHVW�������PLOOLRQ�LQ�SURGXFWLRQ�GHYHORSPHQW��$W�SUHVHQW�

/DIDUJH�DQG�WKH�*RYHUQPHQW�DUH�QHJRWLDWLQJ�WR�VLJQ�WKH�FRQWUDFW�

&DUSHW�PDNHU�³)ORDUH´��2Q�WKH���WK�RI�2FWREHU�WKH�*HUPDQ�FRPSDQ\�.XONRQ\�KDV

SXW�RII�DQ�DJUHHPHQW�WR�EX\�WKH�����VWDWH�VKDUH�LQ�WKH�0ROGRYD�ODUJHVW�FDUSHW�PDNHU

)ORDUH�&DUSHW�IRU�WKH�ILUVW�GHFDGH�RI�1RYHPEHU�

3UHYLRXVO\��WKH�DJUHHPHQW�ZDV�VFKHGXOHG�WR�EH�VLJQHG�RQ�2FWREHU��������.XONRQ\

UHSRUWHGO\�LQWHQGHG�WR�RIIHU���PLOOLRQ�OHL�IRU�WKH�VWDWH¶V�VKDUH�LQ�)ORDUH�&DUSHW�DQG�IXUWKHU

LQYHVW�LQ�WKH�HQWHUSULVH���������������'HXWVFKH�PDUNV��7KH�FRQGLWLRQV�DOVR�UHDG�WKDW�WKH

*HUPDQ�VLGH�ZRXOG�SD\�RII�DOO�WKH�GHEWV�RI�WKH�0ROGRYDQ�FRPSDQ\��ZKLFK�DUH�HVWLPDWHG�DW

��PLOOLRQ�OHL��RYHU�����������

0ROGRYDQ�ZLQHULHV�ORFDWHG�LQ�5XVVLD��7KH�'HSDUWPHQW�RI�3ULYDWL]DWLRQ�DQG�6WDWH

3URSHUW\�$GPLQLVWUDWLRQ�RI�WKH�0LQLVWU\�RI�(FRQRP\�DQG�5HIRUP�KDV�SXW�XS�IRU�D

FRPPHUFLDO�WHQGHU�WKH�6WDWH�RZQHG�SDUFHOV�LQ���0ROGRYDQ�ZLQHULHV�ORFDWHG�RQ�WKH�5XVVLDQ

WHUULWRU\���LQ�2U\RO��9RWNLQVN��DQG�7YHU�FLWLHV��7KH�9RWNLQVN�:LQHU\
V�VWDWXWRU\�IXQG�HTXDOV

WR�585��5XVVLDQ�UXEOHV������PLOOLRQ��ZLWK�����VKDUHV�EHORQJLQJ�WR�WKH�0ROGRYDQ

*RYHUQPHQW��7KH�REMHFW
V�VWDUWLQJ�SULFH�LV�����PLOOLRQ�OHL��7KH�2ULRO�:LQHU\
V�VWDWXWRU\�IXQG

HTXDOV�WR�585����PLOOLRQ��ZLWK�����VKDUHV�EHORQJLQJ�WR�WKH�0ROGRYDQ�*RYHUQPHQW��7KH

REMHFW
V�VWDUWLQJ�SULFH�LV�����PLOOLRQ�OHL��7KH�7YHU�:LQHU\
V�VWDWXWRU\�IXQG�HTXDOV�WR�585

�����PLOOLRQ��ZLWK�����VKDUHV�EHORQJLQJ�WR�WKH�0ROGRYDQ�*RYHUQPHQW��7KH�REMHFW
V�VWDUWLQJ

SULFH�LV�����PLOOLRQ�OHL��$OO�WKHVH�WKUHH�ZLQHULHV�VSHFLDOL]H�LQ�SURFHVVLQJ�ZLQH�PDWHULDOV

GHOLYHUHG�IURP�0ROGRYD�DQG�RWKHU�JUDSH�JURZLQJ�UHJLRQV�DQG�LQ�ERWWOLQJ�ZLQHV�DQG�YRGNDV�

,W�LV�VWUDQJH��WKDW�LQ�WKH�FRQGLWLRQV�RI�D�KLJK�LQIODWLRQ�LQ�5XVVLD��H[SHFWHG�WR�UHDFK

PRUH�WKDQ������E\�WKH�HQG�RI��������WKH�VWDWXWRU\�FDSLWDO�RI�0ROGRYDQ�ZLQHULHV�LV

HVWLPDWHG�LQ�5XVVLDQ�UXEOHV��7KXV��WKH�VDOH�RI�0ROGRYDQ�ZLQHULHV�WR�5XVVLD�LV�JRLQJ�WR�EH

PRUH�OLNHO\�D�GRQDWLRQ�

7REDFFR�VHFWRU��3UHSDUDWRU\�ZRUN�LV�XQGHU�ZD\�QRZ�WR�SULYDWL]H�WKH�WREDFFR�VHFWRU

HQWHUSULVHV��LQFOXGLQJ�WKH�ELJJHVW�RI�WKHP��³7XWXQ´�MRLQW�VWRFN�FRPSDQ\��$VVLVWDQFH�LQ

ILQGLQJ�VWUDWHJLF�LQYHVWRUV�DQG�LQ�SUHSDULQJ�WKH�XQLWV�IRU�SULYDWL]DWLRQ�LV�UHQGHUHG�E\

5DLIIHLVHQ�,QYHVWPHQW�$�*��RI�$XVWULD��$FFRUGLQJ�WR�0U��3LHUUH�+HLGHEURHN��5DLIIHLVHQ

3URMHFW�PDQDJHU��WKH�FRPSDQ\�ZLOO�UHQGHU�DVVLVWDQFH�LQ�RUJDQL]LQJ����WUDQVDFWLRQV

�LQWHUQDWLRQDO�WHQGHUV���LQ�WKH�UHVWUXFWXULQJ�DQG�DWWUDFWLRQ�RI�IRUHLJQ�LQYHVWRUV�IRU�FRPSDQLHV

XQGHU�WKH�&RQYHUVLD�+ROGLQJ�

7KH�ILUVW�VWDJH�RI�WREDFFR�VHFWRU�UHVWUXFWXULQJ�ZLOO�LQFOXGH�SULYDWL]DWLRQ�RI�WREDFFR

IHUPHQWDWLRQ�IDFWRULHV��,W�LV�H[SHFWHG�WKH\�ZLOO�EHFRPH�SULYDWH�DOUHDG\�E\�WKH�HQG�RI�WKLV

\HDU�RU�LQ�-DQXDU\�������8SRQ�FRPSOHWLRQ�RI�WKLV�ZRUN��WKH�'HSDUWPHQW�ZLOO�SURFHHG�WR�WKH

SULYDWL]DWLRQ�RI�³7XWXQ´�

$V�D�ILUVW�VWHS��WKH�'HSDUWPHQW�LQWHQGV�WR�DQQRXQFH�D�WHQGHU�QH[W�VSULQJ�IRU�VHOHFWLQJ

D�IRUHLJQ�FRQVXOWDQW�IRU�SUHSDULQJ�³7XWXQ´�IRU�SULYDWL]DWLRQ�

2WKHU�HQWHUSULVHV��7KH�0ROGRYDQ�'HSDUWPHQW�RI�3ULYDWL]DWLRQ�DQG�6WDWH�3URSHUW\

$GPLQLVWUDWLRQ�KDV�DOVR�SXW�XS�IRU�VDOH�6WDWH�RZQHG�EORFNV�RI�VKDUHV�LQ�WKH�IROORZLQJ

HQWHUSULVHV�
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0ROGFDUWRQ�±�WKH�PDLQ�SURGXFHU�RI�SDFNDJHV�PDGH�RI�IODW�DQG�FRUUXJDWHG�FDUGERDUG�

,WV�VWDWXWRU\�IXQG�DFFRXQWV�IRU�����PLOOLRQ�OHL��WKH�VWDWH�KROGLQJ�����RI�VKDUHV�

)DSURFKLP���WKH�FRXQWU\
V�ELJJHVW�SURGXFHU�RI�SDLQWV��GHWHUJHQWV�DQG�GRPHVWLF

FKHPLFDO�LWHPV��6WDWXWRU\�)XQG�������PLOOLRQ�OHL��7KH�6WDWH�KROGV�������VKDUHV�

&RGUX���WKH�FRXQWU\
V�OHDGLQJ�PDQXIDFWXUHU�RI�IXUQLWXUH��6WDWXWRU\�IXQG��������PLOOLRQ

OHL��7KH�6WDWH�KROGV�������VKDUHV�

=RULOH���WKH�FRXQWU\
V�ELJJHVW�IRRWZHDU�DQG�OHDWKHU�LWHP�SURGXFHU��6WDWXWRU\�IXQG��

�����PLOOLRQ�OHL��7KH�6WDWH�KROGV������VKDUHV�

7KH�%DOWL�ELRFKHPLFDO�SODQW��ZLWK�D�VWDWXWRU\�IXQG�RI�����PLOOLRQ�OHL��7KH�6WDWH�KROGV

�������VKDUHV�

7KH�2]\RUQ\�PLQH�TXDUU\�HQWHUSULVH���D�NQRZQ�SURGXFHU�RI�FRQVWUXFWLRQ�UDZ

PDWHULDOV��6WDWXWRU\�IXQG�������PLOOLRQ�OHL��7KH�6WDWH�KROGV������VKDUHV�

0ROGDJURWHKQLFD���PDQXIDFWXUHU�RI�HTXLSPHQW�DQG�PDFKLQHU\�IRU�DJUDULDQ�SURGXFW

SURFHVVLQJ��6WDWXWRU\�FDSLWDO�������PLOOLRQ�OHL��7KH�6WDWH�KROGV������VKDUHV�

3URWRV���D�SLSH�PDQXIDFWXUHU��6WDWXWRU\�IXQG�������PLOOLRQ�OHL��7KH�6WDWH�KROGV����

VKDUHV�

$YLFROD�'URFKLD���GXFN�EUHHGHU�DQG�GXFN�HJJ�DQG�PHDW�SURGXFHU��6WDWXWRU\�IXQG�����

PLOOLRQ�OHL��7KH�6WDWH�KROGV�����VKDUHV�

)XQFWLRQLQJ�RI�SULYDWH�VHFWRU

7KH�DQDO\VLV�RI�GDWD

UHJDUGLQJ�WKH

FRQWULEXWLRQ�RI�SULYDWH

VHFWRU�WR�WKH�WRWDO

HFRQRP\�GLVSOD\V

GLIIHUHQW�WHQGHQFLHV

GHSHQGLQJ�RQ�WKH�EUDQFK�

7KXV��GXULQJ������±�����

WKH�VKDUH�RI�SULYDWH�VHFWRU

LQ�WKH�RXWSXW�RI�LQGXVWU\

KDV�GLPLQLVKHG��7KLV�FDQ

EH�H[SODLQHG�E\�PDQ\

UHDVRQV��+HQFH��RQH�RI

WKH�UHDVRQV�LV�WKDW�WKH

'HSDUWPHQW�RI�6WDWLVWLFV

HVWLPDWHV�GDWD�UHJDUGLQJ

WKH�GHYHORSPHQW�RI�LQGXVWU\�EDVHG�RQ�D�VHOHFWLRQ�RI�HQWHUSULVHV��$V�WKH�WLPH�SDVVHV��WKH

VWUXFWXUH�E\�IRUPV�RI�SURSHUW\�RI�WKLV�VHOHFWLRQ�FKDQJHV��DQG�WKLV�FRXOG�LQWURGXFH

GLVWRUWLRQV�LQ�LQGLFDWRUV��$QRWKHU�UHDVRQ�LV�XQIDYRUDEOH�FRQGLWLRQV�IRU�SULYDWH�VHFWRU

GHYHORSPHQW�ZLWKLQ�WKH�IRUPDO�HFRQRP\��7KH�VKDUH�RI�SULYDWH�VHFWRU�LQ�DJULFXOWXUH�LV

JURZLQJ�FRQWLQXRXVO\��IURP�����LQ������WR�����LQ��������3ULYDWH�VHFWRU�KDV

GHYHORSHG�PRVW�TXLFNO\�LQ�WKH�UHWDLO�VDOH����±������DQG�WKLV�LV�QRUPDO��WDNLQJ�LQWR

FRQVLGHUDWLRQ�WKH�IDFW�WKDW�WKLV�HFRQRPLF�VHFWRU�QHHGV�D�UHODWLYHO\�VPDOO�LQLWLDO�FDSLWDO��LW

LV�PRUH�SURILWDEOH��DQG�UHFRYHUV�UDSLGO\��5HQGHULQJ�RI�VHUYLFHV�E\�SULYDWH�VHFWRU

��������������������������������6KDUH�RI�SULYDWH�VHFWRU�LQ�HFRQRP\

���� ���� ���� ����

,QGXVWU\ WRWDO ���� ���� ���� ����

SULYDWH ���� ���� ���� ����

SULYDWH���� �� �� �� ��

$JULFXOWXUH WRWDO ���� ���� ���� ����

SULYDWH ���� ���� ���� ����

SULYDWH���� �� �� �� ��

�5HWDLO�VDOH WRWDO ���� ���� ���� ����

SULYDWH ��� ��� ���� ����

SULYDWH���� �� �� �� ��

5HQGHULQJ�RI�VHUYLFHV WRWDO ��� ��� ��� ���

SULYDWH �� �� ��� ���

SULYDWH���� �� �� �� ��

&DSLWDO�LQYHVWPHQWV WRWDO ��� ��� ��� ����

SULYDWH ��� ��� ��� ���

SULYDWH���� �� �� �� ��

)L[HG�DVVHWV WRWDO ��� ��� ��� ����

SXW�LQWR�RSHUDWLRQ SULYDWH ��� ��� ��� ���

SULYDWH���� �� �� �� ��

1XPEHU�RI�HPSOR\HHV WRWDO ���� ���� ���� ����

SULYDWH ��� ��� ���� ����

SULYDWH���� �� �� �� ��
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UHPDLQHG�DW�D�UHODWLYHO\�FRQVWDQW�OHYHO�������RI�WKH�WRWDO�YROXPH��7KH�VKDUH�RI�SULYDWH

VHFWRU�LQ�LQYHVWPHQWV��DV�ZHOO�DV�WKH�SURFHVV�RI�SXWWLQJ�LQWR�RSHUDWLRQ�RI�IL[HG�DVVHWV�

ZHUH�JURZLQJ�WLOO�������DQG�DIWHUZDUGV�VWDUWHG�WR�GLPLQLVK��7KH�QXPEHU�RI�HPSOR\HHV�LQ

SULYDWH�VHFWRU�DFFRXQWHG�IRU�DERXW�����RI�WKH�WRWDO�LQ������

'XULQJ�ILUVW�QLQH�PRQWKV�RI�����

WKH�VKDUH�RI�SULYDWH�VHFWRU�LQ�*'3�IRUPV

�����6WDWLVWLFDO�GDWD�UHJDUGLQJ�SULYDWH

VHFWRU�GHYHORSPHQW�DUH�FRQIXVLQJ��7KH

VFDUFLW\�RI�LQIRUPDWLRQ�UHJDUGLQJ�WKH

GHYHORSPHQW�RI�SULYDWH�VHFWRU�PDNHV

SUDFWLFDOO\�LPSRVVLEOH�D�FRPSUHKHQVLYH

DQDO\VLV�KHUH��7KXV��RIILFLDO�VWDWLVWLF�VD\V

WKDW�WKH�SURGXFWLYLW\�RI�ODERU�LQ�SULYDWH

VHFWRU�LV����������WLPHV�VPDOOHU�WKDQ�LQ

WKH�SXEOLF�VHFWRU��LQFUHGLEO\���DOWKRXJK�LW�JURZV�IDVWHU��$Q�DQDO\VLV�RI�WKH�HIILFLHQF\�RI

SULYDWH�VHFWRU�LQ�DJULFXOWXUH�DQG�VHUYLFHV��XVLQJ�VWDWLVWLFDO�LQIRUPDWLRQ�LV�LPSRVVLEOH�WR

EH�PDGH��6HHLQJ�WKH�ZLGHVSUHDG��LQGLYLGXDO�FRQVWUXFWLRQV��LW�LV�GLIILFXOW�WR�EHOLHYH�WKH

VWDWLVWLFDO�GDWD��ZKLFK�VKRZV�WKDW�WKH�OLYLQJ�VSDFH�SXW�LQ�FRPPLVVLRQ�LQ�SULYDWH�VHFWRU

GLPLQLVKHG������WLPHV�LQ������������WKRVH�LQ�UXUDO�DUHD�±�����WLPHV�

$FWLRQV�DLPHG�DW�SULYDWH�VHFWRU�GHYHORSPHQW�LQFOXGH�

x� $SSURYDO�RI�WKH�3URJUDP�IRU�(QWUHSUHQHXUVKLS�DQG�6PDOO�%XVLQHVV�6XSSRUW�

x� 6HOOLQJ�WKH�VXSSOHPHQWDU\�VSDFHV�UHQWHG�WR�WKH�VPDOO�VFDOH�HQWHUSULVHV������PRUH

HQWHUSULVHV���DV�ZHOO�DV�RI�WKH�DGMDFHQW�ODQGV��DERXW�����SDUFHOV��

x� ,PSURYHPHQW�RI�WKH�WHUPV�RI�SD\PHQW�IRU�SULYDWL]HG�SUHPLVHV�±������WR�EH�SDLG

LPPHGLDWHO\�XSRQ�VLJQLQJ�RI�WKH�FRQWUDFW�DQG�����RYHU�WKUHH�\HDUV�

x� 7DNLQJ�HIIHFWLYH�PHDVXUHV�WRZDUGV�PDNLQJ�WKH�SULYDWL]HG�HQWHUSULVHV�SD\�WKH�ODQG

UHQW�WR�ORFDO�DGPLQLVWUDWLRQV�LQVWHDG�RI�SD\LQJ�ODQG�WD[HV��DV�LW�LV�QRZ�

x� &RQYHUWLQJ�WKH�ROG�GHSRVLWV�ZLWK�VWDWH�6DYLQJV�%DQN�LQWR�VKDUHV�UHPDLQHG�DIWHU

SULYDWL]DWLRQ��ODXQFKLQJ�SULYDWL]DWLRQ�WKURXJK�D�UHSD\PHQW�RI�VWDWH¶V�GHEWV�ZLWK�DVVHWV

RU�VKDUHV�RI�WKH�SULYDWL]HG�

x� /DXQFK�RI�SULYDWL]DWLRQ�RI�HQHUJ\�DQG�WHOHFRPPXQLFDWLRQV�VHFWRUV�LQYROYLQJ�IRUHLJQ

LQYHVWPHQW�LQ�WKHVH�VHFWRUV��SULYDWL]DWLRQ�RI�WREDFFR�IDFWRULHV��ZLQHULHV�ORFDWHG�LQ�WKH

5XVVLDQ�)HGHUDWLRQ��DV�ZHOO�DV�RI�HOHFWURQLFV�PDQXIDFWXULQJ�LQGXVWU\�

x� $FFHOHUDWLRQ�RI�SULYDWL]DWLRQ�RI�DJULFXOWXUDO�HQWHUSULVHV��SURPRWLRQ�RI�IDUPHUV¶

6KDUH�RI�HPSOR\HG�LQ�SULYDWH�VHFWRU�

���RI��WRWDO�HPSOR\HG�

�

��

��

��

��

��

��

��

��

��

���

���� ���� ���� ���� ���� ����

��������������3URGXFWLYLW\�RI�ODERU�LQ�LQGXVWU\�E\�W\SHV�RI�SURSHUW\
3XEOLF�VHFWRU 3ULYDWH�VHFWRU 3ULYDWH�FROOHFWLYH�VHFWRU

2XWSXW�LQ�LQGXVWU\ �����FXUHQW�SULFHV ������ ���� ������

��������PLOOLRQ�OHL� �����FXUHQW�SULFHV ������ ��� ������

�����FRPSDUDEOH�SULFHV ������ ��� ������

1XPEHU�RI�HPSOR\HHV ���� ���� ��� ����

������������SHUVRQV� ���� ���� ��� ����

�����FXUHQW�SULFHV ���� ��� ����

3URGXFWLYLW\�RI�ODERU �����FXUHQW�SULFHV ���� ���� ����

����WKRX��OHL�SHU�SHUV�� �����FRPSDUDEOH�SULFHV ���� ���� ����

5DWH�RI�JURZWK�RI�SURGXFWLYLW\�RI�ODERU���� ��� ���� ����
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DVVRFLDWLRQV�DQG�DOORWPHQW�RI�ODQG�SORWV�DFFRUGLQJ�WR�WKH�1DWLRQDO�3URJUDP

³3�PkQW´�

x� 6SHHGLQJ�XS�RI�KRXVLQJ�SULYDWL]DWLRQ�DQG�SURPRWLRQ�RI�SULYDWH�KRXVLQJ�RZQHUV¶

DVVRFLDWLRQV�

x� 6XSSRUWLQJ�JUHDWHU�LQYROYHPHQW�RI�0ROGRYDQ�FLWL]HQU\�LQ�WKH�GRPHVWLF�VWRFN�PDUNHW

WKURXJK�PHDVXUHV�VXFK�DV�3XEOLF�2IIHUV�

x� (VWDEOLVKPHQW�RI�DQ�LQWHJUDWHG�V\VWHP�RI�UHJLVWUDWLRQ�RI�YDULRXV�W\SHV�RI�SURSHUW\�

x� (IIHFWLQJ�LQYHQWRULHV�RI�XQILQLVKHG�HQWHUSULVHV�VXEMHFW�WR�SULYDWL]DWLRQ�IRU�WKHLU�IXUWKHU

VDOH�IRU�D�V\PEROLF�SULFH�

x� &RPSLODWLRQ�RI�D�XQLILHG�LQIRUPDWLRQ�GDWDEDVH�RI�SXEOLF�SURSHUW\�WR�HQVXUH�LWV

SULYDWL]DWLRQ�LQ�FRQIRUPLW\�ZLWK�WKH�VWDWH�SURJUDP�

x� $OORFDWLRQ�RI�DW�OHDVW�KDOI�RI�WKH�UHYHQXHV�IURP�SULYDWL]DWLRQ�RI�SXEOLF�SURSHUW\�WR

UHVWUXFWXULQJ�DQG�IXUWKHU�PRGHUQL]DWLRQ�RI�SULYDWL]HG�HQWHUSULVHV�

x� ,PSURYLQJ�DGPLQLVWUDWLRQ�RI�VWDWH�RZQHG�SURSHUW\��LQFOXGLQJ�WKRVH�ZLWK������VWDWH

FDSLWDO�DQG�WKRVH�RI�PL[HG�RZQHUVKLS�PDQDJHG�E\�SULYDWH�SDUWQHUV��HVWDEOLVKPHQW�RI�D

6WDWH�3URSHUW\�)XQG�HQGRZHG�ZLWK�OHJDO�DXWKRULW\�

����(FRQRPLF�FROODSVH�RU�WKH�LQIRUPDOL]DWLRQ�RI�WKH�HFRQRP\"

7KH�HFRQRPLF�HYROXWLRQ�RI�WKH�5HSXEOLF�RI�0ROGRYD��VLPLODU�WR�RWKHU�FRXQWULHV�LQ

WUDQVLWLRQ��PD\�EH�FKDUDFWHUL]HG�E\�D�GHHS�GHFOLQH��(YHQ�LI������PDUNHG�D�VPDOO�JURZWK

LQ�*'3��IRUPHG�DERXW�����RI�WKH�OHYHO�RI�������7KH�DFFXUDF\�RI�WKLV�DOPRVW�WKUHH�IROG

GHFOLQH��DFFRPSDQLHG�E\�DQ�H[WHQVLRQ�RI�FRQVWUXFWLRQV��RI�WKH�SULYDWH�IOHHW��RI�GXUDEOH

JRRGV�VDLOV��ULVHV�GRXEWV��8QGHFODUHG�LQFRPHV��WD[�HYDVLRQ�DQG�VKDGRZ�HFRQRP\�DUH

GLVFXVVHG�PRUH�DQG�PRUH�

7KH�VKDGRZ��XQGHUJURXQG��LQIRUPDO��VHFRQG��XQRIILFLDO��LQYLVLEOH��HFRQRP\

³VPRRWKHV´�WKH�LPSDFW�RI�HFRQRPLF�VKRFNV�LQ�WKH�WUDQVLWLRQ�FRXQWULHV��:H�FDQ�QRW

FKDUDFWHUL]H�LW�XQDPELJXRXVO\�DV�EHLQJ�QHJDWLYH�RU�SRVLWLYH��$V�D�FRPSOH[�SKHQRPHQRQ

VKDGRZ�HFRQRP\�LQFOXGHV�QHJDWLYH��SDUDVLWLF��FRXQWHU�SURGXFWLYH�DVSHFWV��ZKLFK�QHHG

WR�EH�HUDGLFDWHG��DV�ZHOO�DV�SRVLWLYH��SURGXFWLYH�DVSHFWV��7KXV��VKDGRZ�HFRQRP\�FDXVHV

ORVVHV�IRU�WKH�VWDWH�EXGJHW�GXH�WR�WD[�HYDVLRQ��LW�LV�RQH�RI�WKH�UHDVRQV�RI�WKH�GHFOLQH�RI

HFRQRPLF�GLVFLSOLQH�DQG�KHQFH�RI�WKH�SHRSOH¶V�GHFUHDVHG�UHVSHFW�WRZDUGV�VWDWH

LQVWLWXWLRQV��%HLQJ�RXW�RI�WKH�VWDWH�FRQWURO��WKH�VKDGRZ�HFRQRP\�FDQ�EH�RQH�RI�WKH

SRWHQWLDO�VRXUFHV�RI�HFRQRPLF�VKRFNV��HFRQRPLF�DQG�SROLWLFDO�LQVWDELOLW\��LQ�PDQ\�FDVHV

LW�LV�FORVHO\�UHODWHG�WR�WKH�RUJDQL]HG�FULPH��$W�WKH�VDPH�WLPH��WKH�VKDGRZ�HFRQRP\

EULQJV�DGGLWLRQDO�UHYHQXHV�IRU�LWV�RSHUDWRUV�DQG�PHPEHUV�RI�WKHLU�IDPLOLHV��EHLQJ

VRPHWLPHV�WKHLU�RQO\�VRXUFH�RI�LQFRPH��DQG�GLPLQLVKLQJ�WKH�XQHPSOR\PHQW�UDWH�

6KDGRZ�HFRQRP\�LQFUHDVHV�WKH�FRPSHWLWLYHQHVV�RI�SURGXFWLRQ��RIWHQ�EHLQJ�FKHDSHU��LW

FDQ�EH�PRUH�HODVWLF��PRUH�DGMXVWDEOH�WR�WKH�QHZ�FRQGLWLRQV��E\SDVVLQJ�WKH�EXUHDXFUDWLF

REVWDFOHV�IDFHG�E\�WKH�IRUPDO�HFRQRP\��LW�FDQ�VHUYH�DV�D�IDFWRU�RI�PDUNHW�VWDELOLW\�DQG

EDODQFH��RIWHQ�RIIHULQJ�H[DFWO\�WKRVH�JRRGV�DQG�VHUYLFHV�ZKLFK�DUH�LQ�GHPDQG�LQ�WKH

IRUPDO�HFRQRP\��,Q�D�ZD\��VKDGRZ�HFRQRP\�FDQ�EH�D�IDFWRU�RI�ILQDQFLDO�VWDELOLW\�GXH�WR

WKH�WUDQVDFWLRQV�SHUIRUPHG�LQ�QDWLRQDO�FXUUHQF\��FRYHULQJ�WKH�PRQHWDU\�H[FHVV�ZLWK

JRRGV�DQG�VHUYLFHV�



���5HDO�VHFWRU��RIILFLDO�DQG�XQGHUJURXQG�HFRQRP\

��&,65�1RYHPEHU������02/'29$�,1�75$16,7,21��

,Q�WKLV�FKDSWHU�ZH�ZLOO�GLVFXVV�WKH�VKDGRZ�WUDQVDFWLRQV�RQO\�LQ�D�FRXSOH�RI�VHFWRUV

RI�WKH�HFRQRP\��QHJDWLYH�DVSHFWV�RI�WKH�VWXGLHG�SKHQRPHQRQ�ZLOO�EH�H[DPLQHG�

7D[�HYDVLRQ�LV�D�NLQG�RI�WKH�XQGHUJURXQG�DFWLYLW\��ZKLFK�DFWXDOO\�DV�D�PRUH

QRWDEOH�LPSDFW�RQ�WKH�VWDELOLW\�LQ�WKH�HFRQRP\��7KH�VRFLHW\�LV�WHQVLRQHG��LQ�D�ELJ�SDUW�

E\�WKH�IDLOXUH�LQ�WKH�SD\PHQW�RI�SHQVLRQV�DQG�ZDJHV�IRU�WKH�EXGJHW�ZRUNHUV��JURZWK�RI

WKH�VWDWH�EXGJHW�GHILFLW�DQG�GHEW��2Q�WKH�RWKHU�VLGH��WKH�VXSSO\�RI�IUHH�RI�FKDUJH�SXEOLF

VHUYLFHV�WR�WKH�ZKROH�SRSXODWLRQ��LQFOXGLQJ�WKRVH�QRW�SD\LQJ�WD[HV��ZRUVHQV�WKH

VLWXDWLRQ�LQ�WKH�EXGJHW��2XU�FDOFXODWLRQV�VKRZ�WKDW�GXULQJ�����������WKH�YROXPH�RI�WD[

HYDVLRQ�JUHZ�XS�YHU\�TXLFNO\�±�IURP����PLOOLRQ�OHL�WLOO�DERXW�����PLOOLRQ�OHL��IURP����RI

WKH�FRQVROLGDWHG�EXGJHW�LQFRPH�WLOO�PRUH�WKDQ�������:H�VKRXOG�PHQWLRQ�WKDW�WKLV�LV�D

PLQLPDO�HVWLPDWLRQ��EHFDXVH�WKHUH�LV�D�DVVXPSWLRQ�RI�WKH�D�SHUIHFW�KRQHVW\�RI�WD[

LQVSHFWRUV�LQ�WKH�EDVH�RI�WKH�HVWLPDWLRQ�

�

���

���

���

���

���

���� ���� ���� ����

7D[�HYDVLRQV��GHWHFWHG�DQG�HYDOXDWHG�WRWDO��PLO��OHL�

'HWHFWHG�WD[�HYDVLRQ 7RWDO�WD[�HYDVLRQ

7KH�UHDVRQV�IRU�WKH�H[WHQVLRQ�RI�WD[�HYDVLRQV�LQFOXGH�WKH�ZHDNQHVV�DQG

FRUUXSWLRQ�RI�ILVFDO�FRQWURO�LQVWLWXWLRQV��DQ�RYHUGULYHQ�V\VWHP�RI�WD[�IDFLOLWLHV��D�KHDY\

WD[�EXUGHQ�

7KH�LQGLFDWRU�RI�WD[�EXUGHQ�EHLQJ�FDOFXODWHG�DV�WKH�UDWLR�RI�WD[�LQFRPHV

�LQFOXGLQJ�SD\PHQWV�LQWR�WKH�VRFLDO�IXQG��WR�*'3�YDULHV�GXULQJ������±�����EHWZHHQ���

±������7KLV�LQGLFDWRU��LQ�SULQFLSOH��GRHVQ¶W�H[FHHG�WRR�PXFK�WKH�DYHUDJH�SHU�2(&'��

�������7KLV�ILJXUH�KDV�HPHUJHG�DV�D�UHVXOW��WKDW�D�SDUW�RI�HFRQRPLF�DJHQWV�GR�QRW�SD\

DQ\�WD[�DQG�WKH�RWKHU�±�FDUULHV�D�PXFK�ELJJHU�EXUGHQ�

������������������7D[�EXUGHQ��H[FOXGLQJ�H[FLVH�

���� ����

9$7��PLO��OHL� ����� ���

3URILW�WD[��PLO��OHL� ����� ���

,QGLYLGXDO�LQFRPH�WD[��PLO��OHL� ����� ���

3D\UROH�WD[��PLO�OHL� ��� ���

6XP��PLO�OHL� ������ ����

*'3��PLO�OHL� ���� ����

6KDUH�RI�WD[HV�LQ�*'3��� �������� �������

$Q�HYDOXDWLRQ�RI�WKH�WD[�EXUGHQ�LQ�WKH�UHDO�VHFWRU�RI�HFRQRP\�IRU�����������ZDV

GRQH�RQ�WKH�EDVH�RI�LQIRUPDWLRQ�GHULYHG�IURP�WKH�IRUP�1��³)LQDQFLDO�UHVXOWV¶

VWDWHPHQW´�RI�DOO�HQWHUSULVHV�ZKLFK�VXEPLWWHG�WKLV�IRUP�WR�WKH�'HSDUWPHQW�IRU�WKH

6WDWLVWLFV�
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�������������������������������$YHUDJH�WD[�HYDVLRQ�SHU�WD[SD\HU�

���� ���� ���� ����

7RWDO�OHJDO�HQWLWLHV�DQG

LQGLYLGXDOV ���� ���� ���� ����

5HFRUGHG�LQGLYLGXDOV ���� ���� ���� �����

� � � � �

VWDWH�HQWHUSULVHV ����� ����� ����� �����

FROOHFWLYH�HQWHUSULVHV� ���� ���� ����� �����

UHQWHG�HQWHUSULVHV ���� ���� ���� ����

DOO�NLQGV�RI�FRRSHUDWLYHV ���� ���� ����� �����

LQFOXGLQJ�FROFKR]HV ���� ����� ����� �����

/�7�'� ���� ���� ���� ����

MRLQW�VWRFN�FRPSDQLHV ���� ����� ����� �����

HQWHUSULVHV�ZLWK�IRUHLJQ�LQYHVWPHQWV ���� ���� ����� �����

VRFLDO�RUJDQL]DWLRQV ���� ���� ���� ����

LQVXUDQFH�FRPSDQLHV ���� ���� ����� ����

DVVRFLDWLRQV�FRQFHUQV ���� ���� ����� ����

IDUPHUV ���� ���� ���� ����

EXGJHW�LQVWLWXWLRQV ���� ���� ���� ����

RWKHU�OHJDO�HQWLWLHV ���� ����� ���� �����

,QGLYLGXDOV���WRWDO ���� ���� ���� ����

LQGLYLGXDO�HQWHUSULVHV ���� ���� ���� ����

FROOHFWLY�VRFLHWLHV ���� ���� ���� ����

VRFLHQ�ZLWK�XQOLP�UHVSRQVLE� ����� ���� ���� ����

RWKHU ���� ���� ���� ����

7KH�FDOFXODWLRQV�VKRZHG�WKDW�WKH�WD[�EXUGHQ�UHDFKHG�PDFK�ELJJHU�YDOXHV��WKH

WRWDO�LQ������±������LQ�LQGXVWU\�±������LQ�DJULFXOWXUH�±������FRQVWUXFWLRQV�±������

7KH�WD[�EXUGHQ�LV��HYLGHQWO\��PXFK�KHDYLHU�LQ�WKH�5HSXEOLF�RI�0ROGRYD�DQG�LW

VXSSUHVVHV�WKH�HFRQRPLF�GHYHORSPHQW��7KLV�EXUGHQ�³SXVKHV�RXW´�R�ELJJHU�SDUW�RI

HFRQRPLF�DJHQWV�WR�WKH�VKDGRZ�VHFWRU�RI�WKH�HFRQRP\��UHGXFHV�WKH�WD[�EDVH�LQ�WKH

IXWXUH�DQG�DJJUDYDWHV�WKH�SUREOHP�RI�EXGJHW�GHILFLW�

2XU�FDOFXODWLRQV�VKRZ��WKDW�LQ�DYHUDJH��WKH�ULVH�RI�WKH�WD[�EXUGHQ�E\�RQH�SHU�FHQW

HQWDLOV�D�ULVH�RI�WKH�³WD[�HYDVLRQ�FRQVROLGDWHG�EXGJHW�LQFRPH´�UDWLR�E\�����SHU�FHQW�

+RZHYHU��GLPLQLVKLQJ�RI�WKH�WD[�EXUGHQ�ZLOO�QRW�EH�IROORZHG�VLQH�TXD�QRQ�E\�WKH

JURZWK�RI�WD[�FROOHFWLRQV�
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7KH�SROLF\�RI�GLPLQLVKLQJ�WKH�WD[�EXUGHQ�ZLWK�WKH�DLP�RI�VWLPXODWLQJ�SURGXFWLRQ

RXWSXW�LV�D�JUDGXDO�SURFHVV�DQG�KDV�WR�FRPSULVH�D�VHW�RI�PHDVXUHV�DV�IROORZV�

x�H[SODQDWLRQ�WR�WKH�SRSXODWLRQ�RI�WKH�QHHG�WR�DGMXVW�EXGJHW�H[SHQGLWXUHV�DORQJ�ZLWK�WKH

WHPSRUDU\�UHGXFWLRQ�RI�EXGJHW�LQFRPHV�

x�SUHSDUDWLRQ�RI�D�WUDLQLQJ�SURJUDP�WDUJHWHG�DW�H[SODLQLQJ�WKH�LPSDFW�RI�WD[�HYDVLRQ�RQ

WKH�VRFLHW\¶V�ZHOIDUH��FXOWLYDWLQJ�D�QHJDWLYH�DWWLWXGH�WRZDUGV�WD[�HYDVLRQ�

x�SV\FKRORJLFDO�SUHSDUDWLRQ�RI�WKH�HFRQRPLF�DJHQWV�WKURXJK�DOO�SRVVLEOH�PHDQV�RI

LQIRUPDWLRQ��PDVV�PHGLD���FRQFHUQLQJ�WRXJKHU�ILVFDO�FRQWUROV��DQG�H[SODLQLQJ�WKH

H[SHFWHG�SRVLWLYH�HIIHFWV�RI�WKHVH�PHDVXUHV��LQFOXGLQJ�WKH�GLPLQXWLRQ�RI�WD[�EXUGHQ�

x�FUHDWLRQ�RI�D�XQLTXH�ERG\�YHVWHG�ZLWK�VXIILFLHQW�SRZHU�DQG�ULJKWV�LQ�ILJKWLQJ�WD[

HYDVLRQ��LQFOXGLQJ�WKH�ULJKW�WR�DSSO\�DGPLQLVWUDWLYH�VDQFWLRQV��ZKLFK�ZRXOG�SURPRWH

���(YROXWLRQ�RI�WD[�EXUGHQ�LQ�UHDO�VHFWRU�RI�HFRQRP\
7RWDO�WD[HV��PLOOLRQ�OHL� *'3��PLOOLRQ�OHL� 7D[�EXUGHQ�����

7RWDO ���� ����� ����

���� �,QGXVWU\ ���� ���� ����

�LQFOXGLQJ $JULFXOWXUH ���� ���� ����

FRRSHUDWLYHV� &RQVWUXFWLRQV ��� ��� ����

7UDGH ��� ��� ����

&RPPXQLFDWLRQV ��� ��� ����

7RWDO ����� ������ ����

���� �,QGXVWU\ ����� ����� ����

�LQFOXGLQJ $JULFXOWXUH ���� ����� ����

FRRSHUDWLYHV� &RQVWUXFWLRQV ���� ���� ����

7UDGH ���� ���� ����

&RPPXQLFDWLRQV ��� ���� ����

7RWDO ������ ������ ����

���� �,QGXVWU\ ����� ������ ����

�LQFOXGLQJ $JULFXOWXUH ����� ����� ����

FRRSHUDWLYHV� &RQVWUXFWLRQV ���� ����� ����

7UDGH ���� ����� ����

&RPPXQLFDWLRQV ���� ���� ����

7RWDO ������ ������ ����

���� �,QGXVWU\ ����� ������ ����

�H[FOXGLQJ $JULFXOWXUH ����� ������ ����

FRRSHUDWLYHV� &RQVWUXFWLRQV ���� ����� ����

7UDGH ����� ����� ����

&RPPXQLFDWLRQV ����� ����� ����

7RWDO ������ ������ ����

���� �,QGXVWU\ ����� ������ ����

�H[FOXGLQJ $JULFXOWXUH ����� ����� ����

FRRSHUDWLYHV� &RQVWUXFWLRQV ���� ����� ����

7UDGH ����� ����� ����

&RPPXQLFDWLRQV ����� ����� ����

���� 5HVLGHQWV ������ ������ ����

7RWDO 1RQUHVLGHQWV ����� ����� ����

,QGXVWU\ 5HVLGHQWV ����� ������ ����

1RQUHVLGHQWV ���� ���� ����

(QHUJHWLFV ����� ������ ��]

$JULFXOWXUH 5HVLGHQWV ����� ������ ����

1RQUHVLGHQWV ��� ��� ����

&RQVWUXFWLRQV 5HVLGHQWV ����� ����� ����

1RQUHVLGHQWV ��� ��� ����
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DQ�LQWHJUDO�DQG�FRQVLVWHQW�SROLF\�RI�LQYHVWLJDWLQJ��GHWHFWLQJ�DQG�SHQDOL]LQJ�WKH�WD[

HYDGHUV�

x�WRXJKHQLQJ�WKH�ILVFDO�FRQWUROV��ULVLQJ�SHQDOW\�UDWHV�DQG�IUHTXHQF\�RI�FRQWUROV�WR�WKH

OHYHO�WKDW�PDNHV�WKH�WD[�HYDVLRQ�HFRQRPLFDOO\�LQHIILFLHQW��

x�DV�WKH�ODVW�VWHS�±�GLPLQLVKLQJ�WKH�WD[�EXUGHQ�

,OOHJDO�LPSRUW�H[SRUW�WUDQVDFWLRQV��%DVLF�IRUPV�RI�LOOHJDO�WUDQVDFWLRQV�LQ

0ROGRYD�DUH��VPXJJOLQJ��³SVHXGR�EDUWHU´��³SVHXGR�H[SRUW´��³SVHXGR�WUDQVLWV´��LPSRUW�

H[SRUW�RSHUDWLRQV�ZLWK�XQMXVWLILHG�XQSURYHG�PRGLILFDWLRQ�RI�SULFHV�DQG�³VKDULQJ´�WKH

EHQHILWV�DPRQJ�WKH�SDUWQHUV��REYLRXVO\�QRQ�HTXLYDOHQW�H[FKDQJH�RSHUDWLRQV��DQG�ILQDOO\

H[FHHGLQJ�WKH�H[SRUW�TXRWDV�

$FFRUGLQJ�WR�WKH�5RPDQLDQ�GDWD��³&XULHUXO�1DWLRQDO´���WKH�YROXPH�RI�VXJDU

H[SRUWV�IURP�0ROGRYD�WR�5RPDQLD�H[FHHGHG�LQ������WKH�SURGXFHG�YROXPH�RQ�WKH

WHUULWRU\�RI�0ROGRYD�����WLPHV��*HQHUDOO\�VSHDNLQJ��D�ELJ�SDUW�RI�WKLV�VXJDU�LV�PDGH�LQ

WKH�8NUDLQH��EXW�WKH�FHUWLILFDWHV�RI�RULJLQ�RI�SURGXFWLRQ�DUH�IDNHG�ZLWK�WKH�LQWHQWLRQ�RI

WDNLQJ�DGYDQWDJH�IURP�WKH�IUHH�WUDGH�DJUHHPHQW�EHWZHHQ�5RPDQLD�DQG�0ROGRYD�

:LWKLQ�WKH�LQYHVWLJDWLRQ�D�FRPSDUDWLYH�DQDO\VLV�RI�0ROGRYDQ�DQG�5XVVLDQ

VRXUFHV�RI�LQIRUPDWLRQ�UHJDUGLQJ�H[SRUW�LPSRUW�RSHUDWLRQV�ZDV�DFFRPSOLVKHG��7KH

GDWD�ZDV�FRPSDUHG�RQ�D�VHOHFWHG�QXPEHU�RI�JRRGV�DFFRXQWLQJ�IRU������RI�0ROGRYD¶V

LPSRUWV�DQG������RI�LWV�H[SRUWV��7KH�DQDO\VLV�GLVFORVHG�HVVHQWLDO�GLVFUHSDQFLHV��7KXV�

WKH�GLVFUHSDQF\�UHDFKHG�����IRU�LPSRUWV�DQG������IRU�H[SRUWV��,W�LV�HYLGHQW��WKDW�WKLV

GHJUHH�RI�GHYLDWLRQV�FDQQRW�EH�H[SODLQHG�E\�7UDQVQLVWULD¶V�VKDUH�LQ�0ROGRYD¶V

LQWHUQDWLRQDO�WUDGH��,Q�WHUPV�RI�WKLV�VHOHFWHG�JURXS�RI�JRRGV��WKH�EXGJHW�ORVVHV

DFFRXQWHG�IRU����PLOOLRQ�OHL��UHVXOWLQJ�IURP�QRQSD\PHQW�RI�9$7��ORVVHV�FDXVHG�E\

QRQSD\PHQW�RI�H[FLVHV��RQO\�IRU�ZLQHV��DFFRXQWHG�IRU����PLOOLRQ�OHL��,W�LV�LPSRUWDQW�WR

QRWLFH�WKDW�D�VHULHV�RI�JRRGV�UHJLVWHUHG�LQ�0ROGRYD�DV�H[SRUWHG��FLJDUHWWHV�

FKDPSDJQH��ZHUH�QRW�UHJLVWHUHG�LQ�5XVVLD��ZKLFK�DOORZHG�WKH�H[SRUWHUV�WR�DYRLG

SD\PHQW�RI�H[FLVHV�

�$FFRUGLQJ�WR�0ROGRYDQ�VRXUFHV��WKH�SULFH�EXW�RI�H[SRUWHG�³YRGND´�SUDFWLFDOO\

FRLQFLGHV�ZLWK�WKH�SULFH�RI�WKH�LPSRUWHG�³YRGND´��5XVVLDQ�VRXUFHV�VKRZ�D�WULSOHG

SULFH��7KH�LPSRUW�RI�0ROGRYDQ�ZLQH�LQ�5XVVLD��DFFRUGLQJ�WR�WKH�5XVVLDQ�VRXUFH�RI

GDWD��LV�DOPRVW�WZLFH�ELJJHU�WKDQ�WKDW�UHFRUGHG�LQ�0ROGRYDQ�VRXUFH��WKH�SULFH

³LQFUHDVLQJ´�E\�����

7KH�DEVHQFH�RI�WHPSRUDU\�FXVWRPV�EHWZHHQ�7UDQVQLVWULD�DQG�WKH�RWKHU�SDUW�RI

0ROGRYD��DQG�H[LVWHQFH�RI�WZR�ILVFDO�V\VWHPV�RQ�WKLV�WHUULWRU\��JHQHUDWH�FRQVLGHUDEOH

ORVVHV�IRU�WKH�0ROGRYDQ�EXGJHW��7KH�DEVHQFH�RI�9$7�OHY\LQJ�RQ�WKH�WHUULWRU\�RI

7UDQVQLVWULD�LPSOLHV�WKH�IDFW�WKDW�PDQ\�LPSRUWHG�JRRGV�SDVV�WKH�FXVWRPV�DW�7UDQVQLVWULD�

WKHQ�WUDQVLW�WR�WKH�ULJKW�EDQN�RI�WKH�ULYHU�1LVWUX�WKHQ�EHLQJ�VKRZQ�DV�SURGXFHG�RQ�WKH

WHUULWRU\�RI�0ROGRYD��7KXV��WKHVH�JRRGV�DUH�DYRLGLQJ�SD\PHQW�RI�9$7�DQG�DUH

HQJHQGHULQJ�DQ�XQIDLU�FRPSHWLWLRQ�WR�ORFDO�JRRGV�

7REDFFR�FRPSOH[��$V�DQ�DSSURDFK�RI�PHDVXULQJ�WKH�VFDOH�RI�WKH�EODFN�PDUNHW�

FDQ�EH�XVHG�WKH�DQDO\VLV�RI�GLVFUHSDQF\�EHWZHHQ�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�WREDFFR

SURGXFWV��7KLV�PHWKRG�ZDV�SURSRVHG�E\�WKH�1RUZHJLDQ�,QVWLWXWH�RI�6RFLDO�$SSOLHG

6FLHQFHV�DQG�ZDV�XVHG�E\�WKH�&HQWUDO�6WDWLVWLFDO�%XUHDX�RI�/DWYLD��:LWKLQ�RXU
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LQYHVWLJDWLRQ�DQ�DWWHPSW�KDV�EHHQ�PDGH�WR�HVWLPDWH�WKH�PLQLPDO�YROXPH�RI�VKDGHG

WUDQVDFWLRQV�LQ�WKH�WREDFFR�LQGXVWU\�

$FFRUGLQJ�WR�WKH�RIILFLDO�VWDWLVWLFV�RI�0ROGRYD������ELOOLRQ�FLJDUHWWHV�ZHUH

SURGXFHG�LQ�������)URP�WKHP�WKHUH�ZHUH�H[SRUWHG��������ELOOLRQ�RI�WREDFFR�SURGXFWV

���������PLOOLRQ�WR�1,6��RU���ELOOLRQ�FLJDUHWWHV��DQG�WR�RWKHU�FRXQWULHV����������

PLOOLRQ��RU�����ELOOLRQ�FLJDUHWWHV���7KHUH�ZHUH�UHJLVWHUHG�DV�LPSRUWHG��������PLOOLRQ

������ELOOLRQ�FLJDUHWWHV���6WDWLVWLFDO�GDWD�LQ�D�ORQJ�UXQ�VKRZ�WKDW�WKH�FRQVXPSWLRQ�RI

FLJDUHWWHV�LQ�WKH�5HSXEOLF�0ROGRYD�UHDFKHV���ELOOLRQ�FLJDUHWWHV��7KH�EDODQFH�LV�WKH

IROORZLQJ�

����ELOOLRQ�SLHFHV�������ELOOLRQ�SLHFHV������ELOOLRQ�SLHFHV�������ELOOLRQ�SLHFHV�

�����ELOOLRQ�SLHFHV��������ELOOLRQ�SLHFHV�E\������ELOOLRQ�SLHFHV�

7KHVH�PRUH�WKDQ���ELOOLRQ�FLJDUHWWHV�PD\�PHDQ�HLWKHU�XQUHFRUGHG�LPSRUW��RU

XQGHFODUHG�SURGXFWLRQ��,Q�ERWK�FDVHV�WKLV�PHDQV�WKDW�WKH�EXGJHW�RI�0ROGRYD�LQFXUUHG

DERXW�����PLOOLRQ�OHL�LQ�ORVVHV��7KLV�LV�D�PLQLPDO�HVWLPDWLRQ��EHFDXVH��DFFRUGLQJ�WR�VRPH

VRXUFHV��WKH�LPSRUW�RI�FLJDUHWWHV�DPRXQWV�WR�DERXW���ELOOLRQ�SLHFHV��,Q�WKLV�FDVH�WKH

GLVFUHSDQF\�FRXOG�FRQVWLWXWH���ELOOLRQ�RI�FLJDUHWWHV��DQG�LQFRPH��FRQVHTXHQWO\��ELJJHU�

)URP�WKH�RWKHU�VLGH��DFFRUGLQJ�WR�WKH�RIILFLDO�VWDWLVWLFV�RI�0ROGRYD��WKH�UHWDLO�VDOH

RI�FLJDUHWWHV�LQ������DPRXQWHG�WR������PLOOLRQ�OHL��DERXW�����PLOOLRQ�FLJDUHWWHV���7KLV

PHDQV�WKDW�WKH�UHFRUGHG�VDOH�RI�FLJDUHWWHV�HTXDOV�WR�RQO\����RI�WKH�WRWDO�DPRXQW�

2Q�2FWREHU����������D�FRPPRQ�DJUHHPHQW�IRU�ILJKWLQJ�VPXJJOLQJ�EHWZHHQ

WKH�FXVWRP�VHUYLFH�RI�0ROGRYD�DQG�&HUQDXWL�UHJLRQ��WKH�8NUDLQH��ZDV�VLJQHG��(YHQ

LI�WKLV�LV�D�SRVLWLYH�PRPHQW��VWLOO�DERXW��������RI�WKH�VWDWH�ERUGHU�DUH�QRW�XQGHU

FRQWURO��,Q�WKH�5HSXEOLF�RI�0ROGRYD�SUDFWLFDOO\�WZR�FXVWRP�WHUULWRULHV�H[LVW��$Q

DGMXVWLQJ�RI�WKH�H[LVWLQJ�LQVWLWXWLRQDO�V\VWHP�WR�WKH�FXUUHQW�VLWXDWLRQ�LQ�WKH�FRXQWU\

LV�QHHGHG��7KH�WHUULWRU\�RI�WKH�ULJKW�EDQN�RI�U��1LVWUX�VKRXOG�EHFDPH�DQ�GLVWLQFW

FXVWRP�WHUULWRU\�IRU�WKH�IORZV�RI�JRRGV��EXW�DOORZLQJ�IUHH�PRYHPHQW�RI

SRSXODWLRQ��

$�VROXWLRQ�RI�WKH�SUREOHP�RI�LOOLFLW�H[SRUW�LPSRUW�GHPDQGV�D�VHW�RI�PHDVXUHV

DGMXVWHG�WR�WKH�UHDO�VLWXDWLRQ�

x�LPPHGLDWH�GLVORFDWLRQ�RI�D�WHPSRUDU\�FXVWRPV�VHUYLFH�EHWZHHQ�7UDQVQLVWULD�DQG

WKH�RWKHU�SDUW�RI�0ROGRYD�

x�FXVWRPV¶�UHIRUP�

x�DWWUDFWLQJ�RI�IRUHLJQ�VSHFLDOLVWV��SDLG�RXW�RI�WHFKQLFDO�DVVLVWDQFH��IXQGV��DVVLJQHG

WR�GHFLVLRQ�PDNLQJ�SRVLWLRQV�LQ�FXVWRPV�VWUXFWXUH�
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� 3RZHU�HQHUJ\�FRPSOH[��7KH�ODFN�RI�D�FRPSHWLWLYH�HQYLURQPHQW�DQG�H[LVWLQJ�V\VWHP

RI�JUDQWLQJ�FRPSHQVDWLRQV�WR�SURGXFHUV��LPSOLHV�WKH�JURZWK�RI�VKDGRZ�WUDQVDFWLRQV�LQ�WKLV

FRPSOH[��DV�ZHOO�DV�RYHU�SULFLQJ��7KH�JURZWK�RI�HOHFWULFLW\�ORVVHV�VKDUH�FDQ�EH�FRQVLGHUHG�DV

D�VLJQDO�RI�H[SDQVLRQ�RI�HPEH]]OHPHQW��/RVVHV�RI�HOHFWULFLW\�LQ�WKH�5HSXEOLF�RI�0ROGRYD�DUH

FRPSDUDEOH�DQG�VRPHWLPHV�H[FHHG�WKHLU�SURGXFWLRQ�LQ�WKH�WHUULWRU\�RI�WKH�ULJKW�EDQN�RI�U�

1LVWUX��7KH�VKDUH�RI�ORVVHV�DQG�HPEH]]OHPHQWV�JUHZ�XS�IURP������RI�WKH�WRWDO�FRQVXPSWLRQ

LQ������WR������LQ�������DPRXQWLQJ�WR�DERXW�����WKRXVDQG�OHL�SHU�GD\��EDVHG�RQ�VRPH

HVWLPDWHV��RU�����PLOOLRQ�OHL�DQQXDOO\��$FFRUGLQJ�WR�LQWHUQDWLRQDO�VWDQGDUGV��DYHUDJH�ORVVHV

LQ�WKH�SRZHU�GLVWULEXWLRQ�QHWZRUN�DFFRXQWV�IRU��������RI�WKH�WRWDO�FRQVXPSWLRQ��,Q�WKH

5HSXEOLF�RI�0ROGRYD�WKLV�VKDUH�FDQQRW�EH�H[SODLQHG�MXVW�E\�WKH�REVROHWH�HTXLSPHQW��LW�LV

FDXVHG�DOVR�E\�VSUHDG�RI�HPEH]]OHPHQWV��7KHVH�ORVVHV�FDQ�EH�REVHUYHG�LQ�JHRJUDSKLFDO

GLIIHUHQWLDWLRQ��7KXV��LQ�WKH�ILUVW�VHPHVWHU�RI������WKH�VKDUH�RI�ORVVHV�LQ�WKH�HOHFWULF�SRZHU

QHWZRUN�DPRXQWHG�WR�������LQ�&KLúLQ�X��������LQ�WKH�FHQWHU�RI�0ROGRYD������LQ�WKH

1RUWK�������±�1RUWK�:HVW�DQG�������LQ�WKH�6RXWK�RI�0ROGRYD�

,I�WKH�JURZWK�LQ�SULFHV�IRU�HQHUJ\�GXULQJ�WKH�*UHDW�(FRQRPLF�'HSUHVVLRQ�LPSOLHG�D

UHVWUXFWXULQJ�RI�WKH�HFRQRP\�WRZDUGV�SURGXFWLRQ�RI�OHVV�HQHUJ\�LQWHQVLYH�JRRGV��DQG��DV�D

UHVXOW��D�WZR�IROG�GHFUHDVH�RI�FRQVXPSWLRQ�RI�HQHUJ\�SHU�XQLW�RI�*'3��WKHQ�LQ�WKH�5HSXEOLF

RI�0ROGRYD�WKH�FRQVXPSWLRQ�RI�HQHUJ\�SHU�XQLW�RI�*'3�LQFUHDVHG�GXULQJ�WKH�ODVW�WKUHH

\HDUV�E\������7KH�GHEWV�RI�WKH�HQHUJ\�VHFWRU�JUHZ�TXLFNO\�

6ROXWLRQ�RI�WKH�HQHUJ\�FRPSOH[�SUREOHPV�LPSOLHV�VXFK�PHDVXUHV�DV�

x� UHVWUXFWXULQJ�RI�WKH�FRPSOH[��LQFOXGLQJ�HQKDQFLQJ�GHEWV�FROOHFWLRQ��GLVFRQQHFWLRQ�RI

FRQVXPHUV��ZKR�DUH�QRW�SD\LQJ�IRU�HQHUJ\�XVDJH�

x� SULYDWL]DWLRQ�RI�WKH�HQWHUSULVHV�RI�WKH�HQHUJ\�FRPSOH[�

x� HODERUDWLRQ�DQG�DSSURYDO�RI�D�VHW�RI�FOHDU��H[DFW��WUDQVSDUHQW�DQG�SUHGLFWDEOH�UXOHV

UHJDUGLQJ�WKH�RSHUDWLRQV�RI�WKH�HQWHUSULVHV�RI�WKH�HQHUJ\�FRPSOH[�FRQVLGHUHG�QDWXUDO

PRQRSROLVW�

x� DIWHU�SULYDWL]DWLRQ�LW�LV�QHFHVVDU\�WKDW�WKH�VWDWH�DVVXPHV�GHEWV�RI�WKH�VHFWRU�DQG

UHVFKHGXOHV�WKHP�LQ�VXFK�D�ZD\��VR�WKDW�WKH\�GR�QRW�LPSDFW�RQ�WKH�IXWXUH�SULFLQJ�LQ�WKH

FRPSOH[�

x� VKLIWLQJ�IURP�WKH�V\VWHP�RI�VXEVLGL]LQJ�HQHUJ\�SURGXFHUV�WR�WKH�V\VWHP�RI�GLUHFW

VXEVLGL]LQJ�IRU�WKH�YXOQHUDEOH�SDUWV�RI�SRSXODWLRQ�

$�EURDG�PDWHULDO�IRU�WKH

DQDO\VLV�LV�FRQWDLQHG�LQ

+RXVHKROGV¶�%XGJHW�6XUYH\

PDGH�E\�WKH�'HSDUWPHQW�RI

6WDWLVWLFDO�DQG�6RFLRORJLFDO

$QDO\VLV�XQGHU�WKH�WHFKQLFDO

DQG�ILQDQFLDO�DVVLVWDQFH�RI�WKH

:RUOG�%DQN��$FFRUGLQJ�WR�WKH

GDWD�RI�WKH�RSLQLRQ�SROO��LQ

�����WKH�GHFLOH�UDWLR��EXW�

EHWWHU�VD\��TXLQWLOH�UDWLR��RI

WKH�LQFRPHV�RI�����RI�WKH�ULFKHVW�SRSXODWLRQ�LV�PRUH�WKDQ���WLPHV�ELJJHU�WKDQ�WKH�LQFRPHV

RI�WKH�SRRUHVW�����RI�WKH�SRSXODWLRQ�������±�E\�LQFRPHV��DQG������E\�GLVSRVDEOH�LQFRPH��

7KH�VWUXFWXUH�RI�WKHVH�LQFRPHV�VKRZV�WKDW�DV�WKH�LQFRPH�JURZV��WKH�VKDUH�RI�LQFRPHV�IURP

DJULFXOWXUH�GLPLQLVKHV��DQG�WKLV�VRXQGV�ORJLFDO��,I�ZH�DSSO\�DEVROXWH�YDOXHV��DQG�WDNH�WKHVH

GDWD�LQ�OHL�SHU�SHUVRQ��WKH�SLFWXUH�FKDQJHV�HVVHQWLDOO\��7KXV��LQFRPHV�IURP�DJULFXOWXUH�LQ�WKH

ILIWKV�TXLQWLOH��WKH�ULFKHVW�RQH��H[FHHG�WKH�VDPH�LQGLFDWRU�IRU�WKH�ILUVW�TXLQWLOH��WKH�SRRUHVW

6WUXFWXUH�RI�GLVSRVDEOH�LQFRPHV�E\�TXLQWLOHV�RI

H[SHQGLWXUHV����

��

���

���

���

���

����

, ,, ,,, ,9 9

:DJH

$JULFXOWXUH

,QGLYLGXDO

DFWLYLW\

6RFLDO

LQGHPQLWLHV

2WKHU

VRXUFHV
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RQH��E\�PRUH�WKDQ�����WLPHV��7KDW�LV�WR�VD\��LQ�PRVW�SDUW��LQFRPHV�RI�WKH�ULFKHVW�SRSXODWLRQ

FRPH�HVSHFLDOO\�IURP�WKH�ZRUN�LQ�DJULFXOWXUH��7KLV�LV�GRXEWIXO�

0RUH�VXVSLFLRXV�LV�WKH�VLWXDWLRQ�LQ�WKH�VRFLDO�LQGHPQLWLHV��$V�VRRQ�DV�LQFRPH�JURZV�

WKH�VKDUH�RI�VRFLDO�LQGHPQLWLHV�GLPLQLVKHV��DQG�WKLV�PDNHV�VHQVH��$W�WKH�VDPH�WLPH��WKH�VXP

RI�WKH�VRFLDO�LQGHPQLWLHV�SHU�SHUVRQ�LV

DOPRVW���WLPHV�ELJJHU�LQ�IDPLOLHV�ZLWK

WKH�PD[LPXP�OHYHO�RI�LQFRPHV��7KH

PRVW�VRFLDO�EHQHILWV�HQMR\V�WKH�ULFKHVW

SRSXODWLRQ�ZKLFK�LV�DQ�XQIDLU�VRFLDO

V\VWHP��7KH�VLWXDWLRQ�LV�HVSHFLDOO\

GLIILFXOW�LQ�WKH�FDVH�RI�IDLOXUH�RI�WKH

ILVFDO�SROLF\�LQ�WKH�5HSXEOLF�RI

0ROGRYD�

$FFRUGLQJ�WR�WKH�PHWKRGRORJ\

RI�WKH�+RXVHKROGV�%XGJHW�6XUYH\�

WKH�UHVSRQGHQWV�PXVW�FRPSOHWH�WKH�ILOHV�UHJDUGLQJ�LQFRPHV�DQG�H[SHQGLWXUHV�RI�WKH

KRXVHKROG�LQ�RUGHU�WR�EDODQFH�WKH�LQFRPHV�DQG�H[SHQGLWXUHV�RI�WKH�KRXVHKROG��$QG�WKH

LQLWLDO�GLVFUHSDQF\�EHWZHHQ�LQFRPHV�DQG�H[SHQGLWXUHV�VKDOO�EH�H[SODLQHG�E\�JLIWV�DQG�ORDQV�

$OO�UHVSRQGHQWV�RI�WKH�VXUYH\�ZHUH�JURXSHG�LQ�TXLQWLOHV��IURP�,�WLOO�9���7KHUH�ZHUH

VHOHFWHG�DOO�KRXVHKROGV�ZKLFK�UHFHLYH�LQFRPHV�IURP�WKH�DJULFXOWXUDO�VHFWRU�DQG�WKH\�ZHUH

GLYLGHG�LQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRU��DQG�WKH�VDPH�ZDV�GRQH�ZLWK�WKH�QRQ�DJULFXOWXUDO

VHFWRU�

,Q�WKH�SLFWXUH�ZH�FDQ�FOHDUO\�VHH�WKH�JURZWK�RI�H[SHQGLWXUHV�IRU�HYHU\�JRRG

VLPXOWDQHRXVO\�ZLWK�WKH�LQFUHDVH�RI�DW�LQFRPHV��7KH�FRPSDULVRQ�RI�H[SHQGLWXUHV�SHU�FDSLWD

VKRZV�WKDW�WKH�H[SHQGLWXUHV�IRU�WKH�SULPDU\�JRRGV��IRRGV��FORWKHV��VKRHV��DUH�DOPRVW�WKH

VDPH��1HYHUWKHOHVV��WKH�H[SHQGLWXUHV�IRU�WKH�FRQVXPSWLRQ�RI�PHDW�DQG�YHJHWDEOHV�LQ�WKH

SULYDWH�DJULFXOWXUDO�VHFWRU�DUH��RQ�DYHUDJH���������JUHDWHU�WKDQ�LQ�WKH�SXEOLF�RQH�

7KH�H[SHQGLWXUHV�IRU�FORWKHV�DQG�VKRHV�LQ�WKH�QRQ�DJULFXOWXUDO�SULYDWH�VHFWRU�DUH�RQ

DYHUDJH�����VPDOOHU�WKDQ�LQ�WKH�SXEOLF�VHFWRU��7KH�VLWXDWLRQ�FKDQJHV�UDGLFDOO\��ZKHQ�RQ

FRPSDUHG�WKH�OLYLQJ�VWDQGDUGV��PRUH�VSHFLILF��WKH�SUHVHQFH�RI�QHZ�YLGHR��DXGLR�FRQVXPHU

JRRGV��UHIULJHUDWRUV���7KXV��WKHUH�DUH�RQ�DYHUDJH�����PRUH�FRORU�79������PRUH�YLGHR�

UHFRUGHUV�DQG�SOD\HUV������PRUH�UHIULJHUDWRUV�SHU�FDSLWD�LQ�WKH�SULYDWH�QRQ�DJULFXOWXUDO

VHFWRU�WKDQ�LQ�WKH�SXEOLF�RQH��$Q�H[FHSWLRQ�PDNHV�WKH�DYDLODELOLW\�RI�SULYDWH�FDUV�DQG

PLQLEXVHV�LQ�KRXVHKROGV�GXH�WR�WKH�ZLGHVSUHDG�SUDFWLFH�WR�UHJLVWHU�WKHVH�JRRGV�XQGHU�WKH

SRVVHVVLRQ�RI�UHWLUHG�SDUHQWV��ZKR�EHORQJ�WR�LQIHULRU�TXLQWLOHV�DFFRUGLQJ�WR�WKHLU�LQFRPHV�

(YHQ�LI�LW�LV�VXSSRVHG�WKDW�WKH�HPSOR\HHV�RI�WKH�SXEOLF�VHFWRU��XQOLNH�WKRVH�IURP�WKH

SULYDWH�RQH��GR�QRW�KDYH�DQ\�XQGHFODUHG�LQFRPHV��WKHVH�IURP�WKH�SULYDWH�VHFWRU��KDYLQJ

IRUPDOO\�WKH�VDPH�LQFRPHV��SRVVHV�DSSUR[LPDWHO\�����PRUH�GXUDEOH�JRRGV��RU�LQ�UHDOLW\

EHORQJ�WR�VXSHULRU�TXLQWLOHV�E\�WKHLU�LQFRPHV��,I�ZH�VXSSRVH�WKDW�WKRVH�IURP�WKH�SULYDWH

VHFWRU�GR�KDYH�XQGHFODUHG�LQFRPH��WKH�GLVFUHSDQF\�ZLOO�EH�HYHQ�ODUJHU��3RVVLEO\��WKLV�LV�RQH

RI�WKH�UHDVRQV�RI�XQIDLUQHVV�LQ�WKH�VRFLDO�VHFWRU�

'LVSRVDEOH�LQFRPH�E\�TXLQWLOHV�RI�H[SHQGLWXUHV

�OHL�SHU�SHUVRQ�
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7KH�HYDOXDWLRQ�RI�WKH�SURSRUWLRQ�RI�WKH�VKDGRZ�HFRQRP\�LQ�WKH�5HSXEOLF�RI�0ROGRYD

RQ�WKH�EDVLV�RI�D�VHW�RI�PHWKRGV��VKRZHG�WKDW�WKH�VKDUH�RI�VKDGRZ�HFRQRP\�FRPSDUHG�WR

WKDW�RI�WKH�IRUPDO�HFRQRP\�UHDFKHG�XS�WR������6WDUWLQJ�ZLWK�����������WKH�QDWLRQDO

HFRQRP\��LQFOXGLQJ�ERWK��RIILFLDO�DQG�VKDGRZ�SDUWV��VWDUWHG�WR�JURZ��7KH�UHDO�HFRQRPLF

GHFOLQH�LQ�WKH�5HSXEOLF�RI�0ROGRYD�LV�UHODWLYHO\�OHVV�GHHS��DQG�LW�UHDFKHV�QRW������DV�WKH

RIILFLDO�VWDWLVWLF�VD\V��EXW�D�ELW�PRUH�WKDQ�����

(YROXWLRQ�RI�RIILFLDO��VKDGRZ�DQG�WRWDO�*'3
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2IILFLDO�*'3 6KDGRZ�*'3

$FFRUGLQJ�WR�WKH�LQIRUPDWLRQ�RI�WKH�'HSDUWPHQW�RI�)LJKWLQJ�(FRQRPLF�DQG�)LQDQFLDO

&ULPHV��GXULQJ�WKH�ILUVW�QLQH�PRQWKV�RI������RQO\�LW�UHJLVWHUHG������HFRQRPLF�FULPHV�����

PRUH�WKDQ�GXULQJ�WKH�VDPH�SHULRG�RI�ODVW�\HDU���WKH�YROXPH�RI�ORVVHV�LV�HYDOXDWHG�XS�WR���

PLOOLRQ�OHL�����PLOOLRQ�OHL�EHLQJ�UHLPEXUVHG��7KHUH�ZHUH�FRPPLWWHG������SURSHUW\�YLRODWLRQV

������PRUH�LQ�FRPSDULVRQ�ZLWK�WKH�VDPH�SHULRG�RI������������ILQDQFLDO�FULPHV�����FDVHV�RI

WD[�HYDVLRQ��7KH�PDMRU�VKDUH�RI�HFRQRPLF�FULPHV�WRRN�SODFH�LQ�WKH�DJULFXOWXUDO�VHFWRU�����

FDVHV��DQG�LQ�WKH�UDLOZD\�V\VWHP������FDVHV��

2Q�2FWREHU����������WKH�3UHVLGHQWV�RI�0ROGRYD��5RPDQLD�DQG�WKH�8NUDLQH�±�3HWUX

/XFLQVFKL��(PLO�&RQVWDQWLQHVFX�DQG�/HRQLG�.XFLPD�VLJQHG�D�0HPRUDQGXP�IRU�&ULPH

3UHYHQWLRQ��ZKLFK�IRUHVHHV�WDNLQJ�FRPPRQ�PHDVXUHV�IRU�ILJKWLQJ�WHUURULVP�DQG�LQWHUQDWLRQDO

FULPH��LOOHJDO�RSHUDWLRQV�ZLWK�ZHDSRQV��H[SORVLYHV��WR[LF�DQG�UDGLRDFWLYH�VXEVWDQFHV��LOOHJDO

GUXJ�WUDIILF��IDNLQJ�PRQH\�DQG�FHUWLILFDWHV��HFRQRPLF�FULPHV��6WLOO��WKLV�LV�QRW�VXIILFLHQW��7KH

VKDGRZ�HFRQRP\�LV�D�FRPSOH[�SUREOHP��ZKLFK�QHHGV�D�GHWDLOHG�VWXG\�E\�H[SHUWV�LQ�GLIIHUHQW

ILHOGV��(ODERUDWLRQ�RI�D�PHWKRGRORJ\�RI�D�VWDWH�VWUDWHJ\�UHJDUGLQJ�WKH�VKDGRZ�HFRQRP\�

XVLQJ�WKH�LQWHUQDWLRQDO�H[SHULHQFH�LQ�WKLV�ILHOG��DQG�D�UHDO��QRW�GHFODUDWLYH��LQWHQWLRQ�WR�ILJKW

WKH�HFRQRPLF�FULPH�DUH�QHHGHG�


