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2018 Forecast Review

* As fundamentals improve, businesses have increased optimism
about the coming year.

 Most markets across Kansas are expected to improve.

« Employment growth is expected to return for Kansas, Wichita,
and Topeka.

e Expectations of a looming recession have been pushed off to
2020 or |ater.

« Headwinds include:
« Commodities prices, available skilled labor, slow population growth,
trade wars and weak wage growth.
e Tallwinds include:

« Growth in US consumption, improvements to aerospace supply chain,

ﬁCEDBRand business/consumer optimism.



Concerns that need to be addressed

o U.S.
e |s the economy still growing?
o Wil trade issues pull us into a recession?

e Kansas
Wil our recent economic reacceleration last?
e |s Kansas still lagging behind the nation in real wage growth?

e Urban
 When will we run out of skilled labor?
e Are there still underlying issues within manufacturing?

e Rural
e Can farmers survive a trade war?
* |s quality of life disappearing with retail stores?
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Vital Signs of the Economy

Respiratory Body Temperature

gz

Blood Pressure
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Consumers were still active

Share of Economy

(o)
U.S. Consumption 44'9_/"
Services
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Source: CEDBR, BEA (Size=2019Q1)
>(100) o Consumption grew 2.2%
$(200) annually since 2008.
Q2 Q3 Q4 a1 Qa2 a3 a4 a1 a2 « Consumption increased 2.7%
2018 2019 In Q2 20109.
Consumption  Goods grew by 3.8% over the
Source: CEDBR, BEA - inflation adjusted annualized change (billions of 20125) perVIOUS year1 maklng It the
fastest segment.
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Looming concerns rattled investments

Share of Economy

82.0% 14.5%
U.S. Investments Other
$300
5200
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$(100) Nonresidential [ ULE]

Residential iInvestments
200 .
>(200) declined 0.7%.

Businesses appeared rattled
2018 2019 over trade issues, as

Consumption B Investments investment declined.
Source: CEDBR, BEA - inflation adjusted annualized change (billions of 20125)
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Trade weighed on growth

U.S. Net Exports
$300
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Consumption H Investments B Net Exports

Source: CEDBR, BEA - inflation adjusted annualized change (billions of 20125)
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Top Export Markets

Canada Mexico
299,768,502,094 265,442,787,072

China Korea,
120,148,141,129 | South
Japan

75,229,207,847 o

Germany Hong Kong Africa -
Growing

Source: CEDBR, Census - USA Trade (Value =2018, YR/YR July 2019)
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Government spending propped up the economy

Share of Economy

82.7% 10.6%
U.S. Government

$300
$200

- B
|
0 wm W u - l

S-
Source: CEDBR, BEA (Size=2019Q1)
$(100) state and Local

Federal State and Local
$(200)  Nondefense spending added
Q2 Q3 Q4 Q1 2 Q3 Q1 a1 a2 the most to the recent

growth.
2018 2019

« State and local government
spending had consistent
Source: CEDBR, BEA - inflation adjusted annualized change (billions of 20125) gl‘OWth over the |aSt SiX years
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GDP grew, but weaknesses mount

U.S. economic growth
U.S. Real GDP slowed down in Q1 2019.

6%

Investments had the largest
negative impact, slowing
29 GDP by 1.1 percentage

4%

points.

0%

2% ¢ Exports slowed GDP by 0.7
percentage points.

-4%

Q2 @3/ a a2 a6 e al @ « U.S. consumption remained
2018 2019 uninhibited.
Consumption I Investments I Net Exports Government GDP

Source: CEDBR, BEA - inflation adjusted annualized change (billions of 20125)
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Kansas accelerated Q1 2019
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0.1% 5.7%

« Kansas GDP grew 2.6% YR/YR in Q1 2019, which
was 0.6 percentage points slower than the U.S.

o Agriculture was up from the previous quarter only
because of government payments.

e State and local government spending had
_consistent growth over the last six years.

:mﬁCEDBR

-1.0%

Kansas Growth YR/YR

4.0%

3.0%

20% 0

1o SN

0.0% .

2015 2016 2017 2018 2019

Source: CEDBR, BEA - inflation adjusted growth

Contribution to change in Kansas GDP

Services

Agri, mining, utilities
Manufacturing

Trade and transportation
Government

Construction

-0.5% 0.5% 15% 2.5% 3.5% ﬁ
Source: CEDER, BEA 2019 Q1
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Kansas Regions
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Employment Growth

Kansas
3%
2%
1%

v

-1%

Kansas
Source: CEDBR, BLS - QCEW YR/YR (March 2019)

Kansas Regions
2%

1%

Metro Area
3%

2%

B
0% i

US

-1%
Topeka Kansas City Wichita

Source: CEDBR, BLS - QCEW YR/YR (March 2019)

o Kansas City continues to be hampered by
the tight labor market.

* Wichita got a boost from Manufacturing.
« NW added over 1,100 jobs, presumably

0% -l I -

-1%
NE SW NC SE KC

Source: CEDBR, BLS - QCEW YR/YR (March 2019)
r

SC

. I I I driven by agriculture payments.

NW H5YR m2YR " 1YR
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Businesses are positioned to hire in 2020

Employment - Current Conditions Employment - Expectations
100% 100%
80% — 80%
60% 60%
40% 40% O\
20% 20% e
0% A 0% A
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Source: CEDBR Survey Rising Same emFalling Source: CEDBR Survey Rising Same emFalling
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Wage Growth

Kansas Metro Areas
5% >%
4% 4%
3% 3%
2% 2%
1% 1% .
0% 0%
Kansas us Wichita Kansas City Topeka
Source: CEDBR, BLS - QCEW YR/YR (Q1 2019) Nominal § Source: CEDBR, BLS - QCEW YR/YR (Q1 2019) Nominal §
Kansas Regions « Kansas had its fastest growth in a decade.
5% Annual Wages reached $46,607 in 2018.
4%  Manufacturing wages explains most of the
3% growth in Topeka and Wichita.
2%  Western and central KS had the strongest
19 growth in wages compared to the rest of the
state.
HISICJurce:CEDBR, BLS - QCEW YR/YR (Q1 2019) Nominal $ Sc SW Nc NW . SYR ZYR 1YR ﬁ




Competition for skilled labor is driving up wages

Wages - Current Conditions Wages - Expectation
100% 100%
80% 80%
D
60% 60% / \
20% 20% -
0% ik M 0% M -+ 4
2017 2018 2019 2016 2017 2018 2019
Source: CEDBR Survey Rise Stay about the same eFall Source: CEDBR Survey Rise Stay about the same eFall
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Establishment Growth

Kansas
4%

2%
0 — .

-2%

Kans usS

S
Source: CEDBR, BLS - QCEW YR/YR (Q1 2019?

Kansas Regions
4%

. I I
0y -M l |

-2%

SW NW NC NE SE SC

Source: CEDBR, BLS - QCEW YR/YR (Q1 2019)
e

KC

Metro Areas
4%

. I
o — -

-2%

Topeka Wichita

Source: CEDBR, BLS - QCEW YR/YR (Q1 2019)

Kansas City

U.S. had the fastest growth in Q1 2019 since
the recession.

Kansas returned to normal growth after the
recent slump.

Kansas City added new establishments
primaurily in business and leisure services.

H5YR m2YR " 1YR T



Retall Sales

i1 “ansas Metro Areas
4.00 0% N
-I - = .
— 3.80
g 3.?13- 2%
m 360
< 350
3.40
3.30 -4%
20 — - - - Topeka Kansas City Kansas Wichita
1998 2001 2004 2007 2010 2013 2016 20192021 Source: CEDBR, KS Dept. Rev. (Inflation ADJ., annualized)
Kansas Regions « Kansas is now in its fourth year of decline.
4% « Kansas City had a surprising drop over the
last twelve months.
2%
. -  Wichita and NW KS fared better due to
0% - H N I recent employment growth.
-2%
-4%

[ N '_S_ource: CEDBR, KE‘N)eEpt. Rev. {Inﬂ!ﬁc&ADJ., annuaﬁzgi} SE SW Nc NW . 5 YR ZYR 1 YR @
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2018 Population Growth

~Toaroc =

SC
-276
KC
6,869
SE
-712

Source: CEDBR, Census (YR/YR)

' NE

-3.8% 1.3% -880

Source: CEDBR, Census (Size=2018, Growth=YR/YR)
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Manufacturing Employment

YR/YR Growth
3%
2%
1% Sedgwick
0% 47,399
(]
-1%
-2%
Mm M M & < T 1 o N W W W N NN 0 0 O
T ¢ 4+ 9 ¢ 9 9 F 9 9 9 9 F 99 9 9 9 7 <
£ >0 € > 2 € > 2 € > 2 € > 02 £ > o C Douglas
m 1) 4] m 1) 4] m 1) 4] m 1) 4] m 1) 4] m 1) 4] 1]
Manufacturing esswKansas Total Lyon
Source: CEDBR,BLS-QCEW YR/YR (Mar 2019)
Annualized - Largest Sectors Johnson
o Qe Wyandotte
8% ' 10,418
6%
4%
McPherson Shawnee
2% 4,960 7,120
0% —. . A l Reno
Cowley
-2% Harvey
Food Plastics Machinery  Trans. Equip. Fab. Metal Source: CEDBR, BLS-QCEW (Size=2018, Growth=YR/YR)
= Em5YR ®m2YR " 1YR
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Wholesale and Retall Trade Employment

YR/YR Growth
3%
2%

1%
0%

-1%

-2%
-3%
M M M & < T o 1 W W W N NN 0 0 0 O
i i i i Lo | i i i i i i i i i i i i i i
C > 0 € > 06 £ > 0 £ > 0 £ > 08 £ > a ¢
m m Q m 1] Q m 1] Q m 1] Q m 1] Q m 1] Q (4]
Trade esswKansas Total
Source: CEDBR,BLS-QCEW YR/YR (Mar 2019)
Annualized - Largest Sectors
6%
4%
2%
0% 1 - . - h
-2%
-4%
General Food Wholesale Motor Vehicle Wholesale
Nondurable Durable
= E5YR m2YR "1 1YR
[ ”'saurce CEDBR,BLS-QCEW YR/YR (Mar 2019)

Wholesale Durable Wholesale
29,647 Nondurable 18,629
23,841

General merchandise
28,684

Building

Health
8,340

Growing

Material
12,650

Gasoline
Food and Beverage 11,217

27,351

Clothing
8,876

Source: CEDBR, BLS-QCEW (Size=2018, Growth=YR/YR)

Motor Vehicle
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Professional and Business Employment

YR/YR Growth
8%
6%
4%
2%
O%W
-2%
Mm o0 M < < < o o W W W
Lo B . D B B B = B . B . DR D . B . B |
£ > 0 £ > 0 £ > a8 £ > o
m ® © @®©®© ®©® © @©® ®©®© © @ ®© @

Professional and Business Services
Source: CEDBR,BLS-QCEW YR/YR (Mar 2019)

Jan-17
May-17
Sep-17
Jan-18
May-18
Sep-18
Jan-19

el ansas Total

Annualized - Largest Sectors

3%
2%
1%

-

0%
-1% I
-2%

-3%
Employment Computer

systems

Buildings

H3YR m2YR 1 1YR
Source: CEDBR,BLS-QCEW YR/YR (Mar 2019)

Business Management

Rural

Employment services
8,105

Services to Accounting

buildings and and
dwellings
7,419

Other

Computer systems z;c;fessmnal SLEEIE ..
design and related Management of

services companies and Office -
7,911 enterprises Legal

5,286 services

Urban

Management of Architectural and Management Other
companies and engineering and technical

enterprises services consulting

20,299 services

Services to

Business Legal
buildings and ¢ services
Employment services dwellings supp.or 4 550
services ’
19,998
Computer systems
: Y Office

design and related

services administrative

Source: CEDBR, BLS-QCEW (Size=2018, Growth=YR/YR)

Growing
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Construction Employment

YR/YR Growth
12.0%
8.0%
4.0% South Central
0.0% M 16,125
Northwest
-4.0% 2,178
M ®m M S < 1 o1 1 W W N N 00 0 0 O O
T 9 99 9 9 9 9 9 9 9 9 o 9 o o < o
£ £ > L o0 &4 S ¢ > f = w £ £ > & o
= 38 2822382820523z =32%23
: Kansas City North Central
Construction essKansas Tota ,
Source: CEDBR,BLS-QCEW YR/YR (Mar 2019) 20’553 4"070 Southeast
. 3,017
Annualized - Largest Sectors ’
4%
2%
0% l . - I Northeast
10,737
-2%
-4%
-6%

Source: CEDBR, BLS-QCEW (Size=2018, Growth=YR/YR)

Foundation Finishing Residential Nonres. Other Equipment Declining
E5YR © 2YR

1YR
Source: CEDBR,BLS-QCEW YR/YR (Mar 2019)
H | | | VEDI
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Business Perspectives - Kansas
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Material Costs - Current Conditions

Material Costs - Expectations

80% 80%
60% 60%
40% — 40%
20% — . 20%
0% & e — A, . 0% A & — & A
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2013 2014 2015 2016 2017 2018 2019
Rising Same e=aie=Falling Rising Same ==e=Falling
Source: CEDBER Survey Source: CEDBR Survey
Prices Charged - Current Conditions Prices Charged - Expectations
100% 100%
80% 80%
60% —p 60%
40% 40%
20% . 20% -

2009 2010 2011 2012 2013

Source: CEDBER Survey

Rising Same e==ie=Falling

2014 2015 2016 2017 2018 2019

2013

Source: CEDBR Survey

2014 2015 2016 2017 2018

Rising Same e=de=Falling

2019




Business Perspectives - Kansas
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Volume of Demand - Current Conditions Volume of Demand - Expectations

80% 80%

60% 60%

0% — - =L A i 40%

20% N\ 20%

g
0% 0% i
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2017 2018 2019
Rising Same ==b=Falling Rising Same ==ie=Falling
Source: CEDBER Survey Source: CEDBR Survey
Profit Margins - Current Conditions Profit Margins - Expectations

80% 80%

60% 60% =
40% ‘\ /K 40%

20% — - 20%

A gy —h
0% 0% i
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2017 2018 2019
H Rising Same e==e=Falling Rising Same ==e=Falling
Source: CEDBER Survey Source: CEDBR Survey
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Highlight of current business concerns

Global

Global slowdown
Trade agreements
Monetary policy
Brexit

National

Trade war
Monetary policy
Consumer debt
Federal debt

State Local
Available labor Skilled labor
Retail sales Farm debt
State policies Qll prices
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Yield curve continues to provide concern

3M

|

Yield Curve 10YR
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Yield curve continues to provide concern

Yield Curve 10YR-3M

1.2%

0.6%

Source: CEDBR, FRED Yield
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US Economic Policy Uncertainty Index
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Uncertainty high and likely to stick around
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Consumers remain optimistic

Consumer Sentiment
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Businesses were realistically optimistic

Kansas and U.S. Outlook

U. S. - I

0% 20% 40% 60% 80% 100%

Kansas

B Same Slower

No Opinion

Faster

W Contracting
Source: CEDBR 2019 Survey
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Kansas Area Outlook

Dodge City e B
Wichita .
Hays I [ ]
Pittsburg I
Manhattan ]
Lawrence ]
Kansas City I
Emporia e N
salina ]
Topeka I []
0% 20% 40% 60% 80% 100%
Faster B Same Slower
B Contracting No Opinion

Source: CEDBR 2019 Survey



Growth Is expected, but range widens

Kansas Total Nonfarm Employment Growth Kansas Total Real Wage Growth
4% 4%
2% 2%
0% % 0% #
-2% -2%
- N g = oM = NN = N NS = N - N g = oMo = N = NN = N
00000000000 goggoggogagoag 00000000000 gogogogogooggoag
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Range Forecast essmsActual Range Forecast esssActual

Source: CEDBR, BLS - CES Source: CEDBR, BEA

) ) Kansas Inflation-Adjusted Taxable Retail Sales Growth
« Kansas is expected to grow by 0.6% in 2020, | ,,

adding 8,926 jobs to the state economy. o
0%
-2% -
-4%
-6%

» Total Wages in Kansas are expected to
continue to expand, as employment and
iIncome are likely to increase.

. . _ = N 00 & = o 0O g = o MM g S o 0O F 4 o o0

» The decline in taxable retail sales should e 8ERRRREEeEE88838¢8 S

slow, if not improve over the next year. SERIIRVIIIIRIIIRIIRIRISR
}"\’ Range Forecast esssActual
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Slowing growth is on the horizon

Wichita Total Nonfarm Employment Growth Topeka Total Nonfarm Employment Growth

4% 4%

2% 2%

0% 0%

2% 2%
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Source: CEDBR, BLS - CES Source: CEDBR, BLS - CES

Kansas City Total Nonfarm Employment Growth -, |
ahsas My ToTaT TonTarm EmpIoyment Bro « Wichita is forecasted grow in most sectors

and increase by 1,600 jobs.

2% ‘—\_/  Topeka is likely to grow by 0.3%, which is

0% inline with its long-term grow rate.
2% « Kansas City is expected to add more than

4%

- N N g = N M g = &N 0 « 0N 00 g = N M .

0 000000000 ggogogggagogagogog

gg3890999g299999899994g 10,000 jobs by the end of next yeatr.
L = T T I B . D B D B . B B . I D . B B o' D o’ B o B o |

o O O O O O O O O O © O O 0O O O O O O O
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Source: CEDBR, BLS - CES



Summary

e As long as employment and wages continue to grow the U.S. economy
should continue to expand; although at a slower pace.

 Kansas employment is expected to grow by 0.6%, but trade issues could
deralil that quickly.

 Manufacturing jobs are projected to increase and this sector will likely be a
driver for the state economy over the next yeatr.

* The tight labor market will likely continue to push wages up in Kansas over
the next year; however, retall sales are not projected to increase.

e Although a recession is inevitable in the long-run, there is not iImminent
danger on the horizon despite mounting concerns.
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Population Summary

 Population steadily declined from 2010-2018

 Growth in older adults nearing retirement age

Population of Dickinson County

-500

20,000
Under 5 years
19,800 5 to 9 years
19.600 10 to 14 years
! 15 to 19 years
19,400 20 to 24 years
25 to 29 years
19,200 30 to 34 years
19,000 35 to 39 years
40 to 44 years
18,800 45 to 49 years
18,600 50 to 54 years
55 to 59 years
18,400 60 to 64 years
18,200 65 to 69 years
70 to 74 years
18,000 75 to 79 years
2010 2011 2012 2013 2014 2015 2016 2017 2018 80 to 34 years

85 years and over

Source: CEDBR, ACS Source: CEDBR, ACS
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Labor Force

Labor Force of Lyon County
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Source: CEDBR, BLS - LAUS
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Employment Summary

« Manufacturing major bright spot

« Steady decline in employment 2012-2018

Dickinson County Employment Changes 2017-2018

81 Other services, except public...

72 Accommodation and food services
71 Arts, entertainment, and recreation
54 Professional and technical services
53 Real estate and rental and leasing
52 Finance and insurance

51 Information

48-49 Transportation and warehousing
44-45 Retail trade

42 Wholesale trade

31-33 Manufacturing

23 Construction

22 Utilities

Source: CEDBR, BLS - QCEW
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Manufacturing Update

31-33 Manufacturing in Dickinson County, Kansas
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Employment in other sectors

42 Wholesale trade in Dickinson County, Kansas
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Retail Update

Dickinson County Retail Sales 44-45 Retall trade in Dickinson County, Kansas
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e Decline in retail sales

e Employment fell faster than sales
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Income

Households - Counties Income in the Past 12 Months (in inflation-adjusted
dollars) by Household Type, from the American Community Survey (5-year
estimates)
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Summary

e Population declining

 Employment falling but unemployment rate falling as well
« Manufacturing a strong area of growth

* Income increasing
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AGENDA Kansas
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Director, CEDBR
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Thank You

for attending today’'s conference!

We hope to see you again next year.

Kansas
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