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�
7KH� $ULHO� &HQWHU� IRU� 3ROLF\� 5HVHDUFK�

�$&35�� LV� GHYRWHG� WR� LQFLVLYH� UHVHDUFK� DQG�
GLVFXVVLRQ� RI� SROLWLFDO� DQG� VWUDWHJLF� LVVXHV�
FRQFHUQLQJ�,VUDHO�DQG�WKH�-HZLVK�3HRSOH��

�
7KH� RSLQLRQV� H[SUHVVHG� LQ� WKH� 3ROLF\� 3DSHUV� DUH�
VROHO\� WKRVH�RI� WKH�DXWKRUV�DQG�GR�QRW�QHFHVVDULO\�
UHIOHFW�WKH�YLHZV�RI�WKH�PHPEHUV�RI�WKH�$&35��
�
4XRWDWLRQ� RI� WKH� PDWHULDO� KHUHLQ� LV� SHUPLVVLEOH�
SURYLGHG�WKDW�WKH�$&35�LV�FUHGLWHG�DV�WKH�VRXUFH��
7KH�$&35�UHTXHVWV�D�FRS\�RI�DQ\�VXFK�XVH��

�
�

$GGLWLRQDO�FRSLHV�RI�WKLV�ERRN�PD\�EH�REWDLQHG�IURP��
7+(�$5,(/�&(17(5�)25�32/,&<�5(6($5&+��$&35��

3�2�%�������6KDDUHL�7LNYD�������,VUDHO�
7HO�����������������)D[�����������������

(PDLO��DFSU#LQWHU�QHW�LO�
,QWHUQHW�:HEVLWH��ZZZ�DFSU�RUJ�LO�
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3HDFH�:LWK�6\ULD���

1R�0DUJLQ�IRU�(UURU�� <RDVK�7VLGGRQ�&KDWWR� ���
�
3UHSDULQJ�IRU�3HDFH"�

6\ULDQ�’HIHQVH�([SHQGLWXUHV�DQG��
,WV�’ULYH�)RU�5HJLRQDO�+HJHPRQ\� 6KDZQ�3LQH� ���

�
7KH�6\ULDQ�2FFXSDWLRQ�RI�/HEDQRQ� 0RUGHFKDL�1LVDQ� ���
�
&KHPLFDO�DQG�%LRORJLFDO�:HDSRQV��

LQ�6\ULD� ’DQ\�6KRKDP� ���
�
(QGQRWHV� � ���
�
3DUWLFLSDWLQJ�$XWKRUV� � ����
�
$&35�3XEOLFDWLRQV�DQG�$FWLYLWLHV� � ����
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,PPDQXHO� .DQW� ZURWH� KLV� 3HUSHWXDO� 3HDFH� LQ� ������ FODLPLQJ� WKDW� D�
GHPRFUDF\�LV�OHVV�SURQH�WR�JR�WR�ZDU�VLQFH�LWV�YRWHUV�DUH�WKH�RQHV�WR�EHDU�WKH�
EUXQW�RI�WKH�ILJKWLQJ�DQG�WKH�FRVWV�RI�GDPDJHV��

.DQW� FODLPV� WKDW�� IRU� GLFWDWRUV�� JRLQJ� WR� ZDU� LV� D� UHODWLYHO\� VLPSOH�
GHFLVLRQ��+H�KDV�EHHQ�SURYHQ�ULJKW�RYHU�WKH�ODVW�����\HDUV��’HPRFUDWLF�,VUDHO�
YHUVXV�$UDE�W\UDQQLHV�LV�D�PDMRU�0LGGOH�(DVW�DV\PPHWU\��DV�DUH�WKH�UHVXOWLQJ�
DLPV��VHFXUH�JURZWK�IRU�RQH��,VUDHO¶V�GHPLVH�IRU�WKH�RWKHU��

2WKHU� DV\PPHWULHV� LQFOXGH� WKH� UDWLRV� RI� ������ JHRJUDSKLFDO� DUHD�� �����
SRSXODWLRQ�������81�YRWHV���������WDQNV���������FRPEDW�DLUFUDIW��DQG�����RI�
ZRUOG� RLO� SURGXFWLRQ� �E\� YROXPH�� WR� QRQH�� $OO� WKHVH� IDYRU� WKH� $UDE�
GLFWDWRUVKLSV��

:HDSRQV� WHFKQRORJ\�KDV�XQGHUJRQH�QRWKLQJ� VKRUW� RI� D� UHYROXWLRQ� VLQFH�
����� DQG� WKH� OHVVRQV� RI� ZDU� KDYH� WDXJKW� WKDW� ,VUDHOL� GHWHUUHQFH� KDV� QRW�
DOZD\V�EHHQ�DGHTXDWH��7KH�,UDTL�‡WULFNOLQJ·�RI�EDOOLVWLF�PLVVLOHV�RQ�,VUDHO�����
PLVVLOHV�LQ����GD\V��GXULQJ�WKH�*XOI�:DU�KDV�WDXJKW�D�PDMRU�OHVVRQ��PLVVLOH�
DWWDFNV� RQ� XUEDQ� DUHDV�� HYHQ�ZLWK� FRQYHQWLRQDO�ZDUKHDGV�� FDQ� GLVUXSW� DQG�
EDGO\�GHOD\�,VUDHOL�PRELOL]DWLRQ�RI�LWV�UHVHUYHV�DQG�LWV�PDLQ�IRUFHV��FUHDWLQJ�D�
VLWXDWLRQ�RQ�WKH�IURQW�OLQH�DNLQ�WR�WKDW�RI�WKH�<RP�.LSSXU�RI�������

,Q� VSLWH� RI� WKH� GHPLVH� RI� WKH� 6RYLHW� 8QLRQ� DQG� WKH� SHDFH� DJUHHPHQWV�
VLJQHG� ZLWK� (J\SW� DQG� -RUGDQ�� WKH� JHRSROLWLFDO� VLWXDWLRQ� KDV� QRW� FKDQJHG�
UHDOLVWLFDOO\�IRU�WKH�EHWWHU�VLQFH�������

&RQVLGHULQJ� DOO� WKHVH� VDLG� FKDQJHV�� ,VUDHO�� LI� DWWDFNHG�� LV�QRW� FDSDEOH�RI�
GHIHQGLQJ�LWVHOI�DQ\�PRUH�ZLWKLQ�LWV������ERUGHUV��7KH�SURWHFWLRQ�RI�WKH�KLJK�
JURXQG�� DOO� RI� LW� VLWXDWHG� EH\RQG� WKH� ‡JUHHQ� OLQH·� �SUH������ GHPDUFDWLRQ���
EHFRPHV�D�YLWDO�FRQGLWLRQ�IRU�,VUDHO¶V�VXUYLYDO��WKH�*RODQ�+HLJKWV�EHLQJ�PRUH�
LPSRUWDQW�WKDQ�DOO�RWKHU�KLJK�JURXQG��
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7KH�DGYRFDWHV�RI�‡LQVWDQW�SHDFH·��SURGGHG�ZLWK�D�KHDY\�KDQG�E\�WKH�86�
DGPLQLVWUDWLRQ��FODLP�WKDW�,VUDHO�PD\�ZLWKGUDZ�IURP�WKH�*RODQ�–�WKLV��DJDLQVW�
DOO� LWV� RZQ� DGYLFH�� WKDW� RI� WKH� 3HQWDJRQ�� 5XVVLDQ�� DQG� RWKHUV¶�PLOLWDU\� ‡LI�
SHDFH� LV� DJUHHG� XSRQ·�� SURYLGHG� WKH� *RODQ� DQG� SDUWV� RI� 6\ULD� ZLOO� EH�
GHPLOLWDUL]HG� XQGHU� 81�86� ‡REVHUYHUV·� DQG� ZLWK� 86� JXDUDQWHHV� DQG� WKH�
,VUDHOL�GHIHQVH�EROVWHUHG�WR�WKH�WXQH�RI�VRPH�86�����ELOOLRQ��

7KH�UHTXLUHPHQW�WR�‡KDYH�D�VWURQJ�IRUFH�WR�SURWHFW�WKH�SHDFH·�DV�WKH�86�
DQG�,VUDHOL�JRYHUQPHQWV�GHPDQG��LV�SURRI�WKDW�WKH�SHDFH�DQWLFLSDWHG�ZLOO�EH�D�
‡SHDFH�RI�QR�ZDU·��RU�D�FROG�ZDU��86�8665�RU�,VUDHO�(J\SW�VW\OH��PHDQLQJ�
WKDW� WKH� ORZHULQJ�RI�,VUDHO¶V� OHYHO�RI�GHWHUUHQFH�LQFUHDVHV�WKH�SUREDELOLW\�RI�
ZDU��

+DQGLQJ� WKH�*RODQ� WR� 6\ULD� LV� HTXLYDOHQW� WR� D� FDWDVWURSKLF� ORZHULQJ� RI�
,VUDHOL�GHWHUUHQFH��EURDGO\�FKDUDFWHUL]HG�E\�ORVV�RI�FRQWURO�RI�����RI�,VUDHO¶V�
ZDWHU�� DQ� XQEHDUDEOH� GHIHQVH� EXUGHQ� WKDW�ZLOO� UHIOHFW� RQ� ,VUDHO¶V� HFRQRP\�
DQG�ZRUVH��WKH�FUDFNLQJ�RI�WKH�FODLPV�RI�=LRQLVW�OHJLWLPDF\�DQG�ZHDNHQLQJ�RI�
,VUDHO¶V� QDWLRQDO� DQG�PRUDO� ILEHU�� 7KH� ‡ZLQGRZ� RI� RSSRUWXQLW\·�� RQ�ZKLFK�
3UHVLGHQW�&OLQWRQ�LQVLVWV��LV�‡XQLTXH·��IRU�WKH�ODVW�WHQ�\HDUV��DQG�KDV�QR�JODVV�
SDQH�DQ\ZD\�–�LW�LV�D�YLUWXDO�ZLQGRZ��

7KHUH�DUH�VLPSO\�QRW�HQRXJK�VDIHW\�PDUJLQV�LQ�DQ�,VUDHOL�6\ULDQ�‡SHDFH·�
DJUHHPHQW�EHFDXVH�GHPLOLWDUL]DWLRQ��WKLUG�SDUW\�JXDUDQWHHV��DQG�WKH�UHVW��KDYH�
DOZD\V�SURYHQ�WR�EH�YDOLG�RQO\�ZKHQ�ERWK�SDUWLHV�GHVLUH�WKHP�WR�EH�VR��IRU�
H[DPSOH�86�JXDUDQWHHV�DQG�81�WURRSV�LQ�6LQDL���������

6LJQLQJ�D�SHDFH� WUHDW\� LV�QR�JXDUDQWHH�RI�SHDFH��DV�� IRU� LQVWDQFH��VKRZQ�
E\� WKH� FDVH� RI� WKH� ,UDTL�,UDQLDQ�:DU� WKDW� HUXSWHG� LQ� ����� DIWHU� D� ILYH� \HDU�
QHJRWLDWHG�SHDFH�ZDV�VLJQHG�LQ�������DPRQJ�D�QXPEHU�RI�VXFK�H[DPSOHV����

7HFKQRORJ\� LV� QRW� D� VXEVWLWXWH� IRU� WKH� *RODQ�� DV� GHFODUHG� E\� *HQHUDO�
$PQRQ� /LSNLQ�6KDKDN� RQ� ’HFHPEHU� ���� ������ DQ� RSLQLRQ� VKDUHG� E\� WKLV�
ZULWHU��ZKR�KDV�EHHQ�LQYROYHG�PRVW�RI�KLV�OLIH�LQ�ZHDSRQU\��

‡:H�DUH�VWURQJ�HQRXJK�WR�DIIRUG�ZLWKGUDZDO�·�FODLP�VRPH��%XW�ZH�DUH�QRW�
VWURQJ� LI� ZH� ORVH� WKH� KLJK� JURXQG� RI� WKH� *RODQ�� ZKLFK� UHSUHVHQWV� WKH�
‡WHUUDLQ·� DVVHW� RI� WKH� ‡ILUHSRZHU·�� ‡PRELOLW\·� DQG� ‡WHUUDLQ·� WULDG� RI�ZKLFK�
PLOLWDU\�VWUHQJWK�LV�FRPSRVHG��

)LQDOO\��WKHUH�DUH�WKH�DGYRFDWHV�RI�QXFOHDU�GHWHUUHQFH��DVVXPLQJ�,VUDHO�KDV�
WKLV�‡LQ�WKH�FORVHW·��
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,VUDHO� PD\� EH� GHVWUR\HG� FRPSOHWHO\� E\� ���� QXFOHDU� FKDUJHV� GXH� WR� LWV�
PLQXWH� VL]H�� )RU� WKH� VDPH� UHDVRQ�� JLYHQ� SUHVHQW� VDWHOOLWH� VXUYHLOODQFH�� LW�
FDQQRW�KRXVH�D�VHFXUH�VHFRQG�VWULNH�FDSDELOLW\�ZKLFK�KDV�WR�KDYH�D�UDWLR�RI�
DERXW� ����� LQ� ,VUDHO¶V� IDYRU�� ’HSOR\LQJ� QXFOHDU� GHWHUUHQFH� PHDQV� WKH�
OHJLWLPL]DWLRQ�RI�WKH�0LGGOH�(DVW�JRLQJ�QXFOHDU��D�VSKHUH�LQ�ZKLFK�,VUDHO�LV�DW�
LWV� ZHDNHVW�� 1XFOHDU� GHWHUUHQFH� PD\� DOVR� EH� ZHDNHQHG� E\� LQWHUQDWLRQDO�
SUHVVXUHV��

7KH� FRQFOXVLRQ� LV� WKDW� ,VUDHO� FDQQRW� VXFFXPE� WR� WKH� ‡LQVWDQW� SHDFH�
V\QGURPH·�HYHQ�LI�D�IULHQGO\�86�SUHVLGHQW�LQVLVWV�XSRQ�LW��7KLV�LV�HVSHFLDOO\�
WKH�FDVH�ZKHQ�$VVDG�PD\�QRW�EH�LQ�SRZHU�IRU�ORQJ��

$V� 0RWWD� *XU�� IRUPHU� &KLHI� RI� WKH� *HQHUDO� 6WDII� DQG� /DERU� 3DUW\�
0LQLVWHU�� VDLG� LQ� KLV� ERRN� &KLHI� RI� *HQHUDO� 6WDII� �0LQLVWU\� RI� ’HIHQVH�
3XEOLVKHUV���������‡,VUDHO�FDQQRW�GHIHQG�LWV�(DVWHUQ�IODQN�ZLWKRXW�WKH�*RODQ�
+HLJKWV�DQG�LW�FDQQRW�GHIHQG�WKH�*RODQ�+HLJKWV�ZLWKRXW�WKH�OLQH�RI�ULGJHV�LW�
SUHVHQWO\�KROGV�·�

$V�-RVHSK�6LVFR�VDLG�DW�WKH�WLPH��‡7KH��ODUJH��DUHDV�,VUDHO�YDFDWHG�LQ������
DUH� ZLWKGUDZDO� DFFRUGLQJ� WR� ���� DQG� WKH� OLQH� UHWDLQHG� UHSUHVHQWV� µVHFXUH�
ERUGHUV¶�DFFRUGLQJ�WR�WKH�VDPH������81�UHVROXWLRQ��·�7KH�ZULWHU�ZLWQHVVHG�
WKH�GHOLYHU\�RI�WKLV�VWDWHPHQW��

�
�
�
�
�
�
�
�
�
�
�
�



([HFXWLYH�6XPPDULHV�

�

��

35(3$5,1*�)25�3($&("�
6<5,$1�’()(16(�(;3(1’,785(6�$1’�
,76�’5,9(�)25�5(*,21$/�+(*(021<�

6KDZQ�3LQH�
%RWK�VXSSRUWHUV�DQG�RSSRQHQWV�RI�WKH�SHDFH�SURFHVV�DJUHH�WKDW�IRU�,VUDHO�

WR�WDNH�WKH�UHTXLVLWH�ULVNV�IRU�SHDFH�LW�QHHGV�WR�XQGHUVWDQG�WKH�LQWHQWLRQV�RI�LWV�
QHLJKERUV�� $� FULWLFDO� FRPSRQHQW� WRZDUGV� XQGHUVWDQGLQJ� WKHLU� QHLJKERUV¶�
LQWHQWLRQV� FDQ� EH� IRXQG� LQ� KRZ� PXFK� WKHVH� FRXQWULHV� DUH� VSHQGLQJ� RQ�
GHIHQVH�� 6XSSRUWHUV� RI� WKH� SHDFH� SURFHVV� FODLP� WKDW� LW� LV� DPHOLRUDWLQJ� WKH�
SURVSHFWV�IRU�IXWXUH�FRQIOLFW�EHWZHHQ�,VUDHO�DQG�LWV�QHLJKERUV��,I�WKLV�LV�WUXH��
WKHQ� ZH� VKRXOG� H[SHFW� D� VLPXOWDQHRXV� UHGXFWLRQ� LQ� DUPV� H[SHQGLWXUHV� E\�
WKHVH�FRXQWULHV�DV�WKH\�GLYHUW�UHVRXUFHV�IURP�WKHLU�PLOLWDU\�WR�DWWHQG�WR�WKHLU�
DFXWH�VRFLDO�DQG�HFRQRPLF�SUREOHPV���

8QIRUWXQDWHO\��WKH�SHDFH�SURFHVV��UDWKHU�WKDQ�SURYLGLQJ�D�SHDFH�GLYLGHQG��
KDV�DXJXUHG�LQ�DQ�XQSUHFHGHQWHG�HUD�RI�ZHDSRQV�SUROLIHUDWLRQ�LQ�WKH�UHJLRQ��
0RVW�QRWDEOH�KDV�EHHQ�WKH�SUROLIHUDWLRQ�RI�ZHDSRQV�IURP�WKH�:HVW�ZKLFK�KDV�
EHHQ�SUHFLSLWDWHG�E\�FRPSHWLWLRQ�DPRQJ�WKHVH�ZHVWHUQ�FRXQWULHV�IRU�OXFUDWLYH�
VDOHV�FRQWUDFWV�IURP�,VUDHO¶V�$UDE�QHLJKERUV��7KLV�SUROLIHUDWLRQ�VHHPV�WR�FDVW�
GRXEW� RQ� WKH� FRQWHQWLRQ� WKDW� WKH�*XOI�:DU� DQG� WKH� VXEVHTXHQW�2VOR� SHDFH�
SURFHVV� KDYH� XVKHUHG� LQ� D� QHZ� HUD� RI� SHDFH� DQG� SURVSHULW\� LQ� WKH�0LGGOH�
(DVW���

0RUH� LPSRUWDQW�� LW� DSSHDUV� WKDW� ,VUDHOL� VWUDWHJLF� SODQQHUV� DUH� PDNLQJ� D�
IDWDO� HUURU� LQ� WKHLU� VWUDWHJLF� WKUHDW� DVVHVVPHQWV� RI� WKHLU� WZR� ELJJHVW�
FRQWLJXRXV�QHLJKERUV��6\ULD�DQG�(J\SW��,QGHHG��DFWXDO�PLOLWDU\�VSHQGLQJ�E\�
WKHVH� WZR� FRXQWULHV� IDU� H[FHHGV� WKDW� UHSRUWHG� LQ� VWDQGDUG� VRXUFHV� VXFK� DV�
‡7KH�0LOLWDU\�%DODQFH·��WKH�-DIIHH�&HQWHU¶V�‡0LGGOH�(DVW�0LOLWDU\�%DODQFH·��
DQG� WKH� 6WRFNKROP� ,QWHUQDWLRQDO� 3HDFH� 5HVHDUFK� ,QVWLWXWH�� )RU� H[DPSOH��
WKHVH�VRXUFHV�UHSRUW�WKDW�6\ULD�VSHQGV�DSSUR[LPDWHO\������ELOOLRQ�LQ�PLOLWDU\�
H[SHQGLWXUHV�� +RZHYHU�� D� FXUVRU\� UHYLHZ� RI� WKH� VL]H� RI� 6\ULD¶V� PLOLWDU\�
UHIOHFWV� WKDW� WKHVH� ILJXUHV� DUH� JURVVO\� XQGHUHVWLPDWHG� DQG� WKDW� DFWXDO�
H[SHQGLWXUHV�DUH�IDU�JUHDWHU�WKDQ�WKRVH�UHSRUWHG��7KLV�SDSHU�DQDO\]HV�6\ULDQ�
PLOLWDU\�H[SHQGLWXUHV�DQG�H[DPLQHV� WKHVH�H[SHQGLWXUHV� LQ� WKH�FRQWH[W�RI� LWV�
GHFODUHG�ZLOOLQJQHVV�WR�PDNH�SHDFH�ZLWK�,VUDHO��
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7KH� VWUXJJOH� RI� /HEDQRQ� WR� SUHVHUYH� LWV� QDWLRQDO� LGHQWLW\� DQG� SROLWLFDO�
LQGHSHQGHQFH� KDV�� LQ� SDUWLFXODU�� IDFHG� WKH� KHJHPRQLF� DPELWLRQ� RI� 6\ULD��
6LQFH�WKH�����V��’DPDVFXV�KDV�VXFFHHGHG�WR�LPSOHPHQW�DQ�LQFUHPHQWDO��\HW�
V\VWHPDWLF� SROLF\� RI� RFFXSDWLRQ� RYHU� /HEDQRQ� WKDW� KDV� WUDQVIRUPHG� WKH�
SROLWLFDO�� VRFLDO�� DQG� HFRQRPLF� FKDUDFWHU� RI� WKH� FRXQWU\�� 7KH� 6\ULDQ�
RFFXSDWLRQ�� FDOOLQJ� LW� E\� LWV� SURSHU� DSSHOODWLRQ��ZDV� FRQVXPPDWHG� LQ� �����
ZLWK� WKH�7DLI�$FFRUG�DQG� LQ������ZLWK� WKH� UHPRYDO�RI�*HQHUDO� �DQG�3ULPH�
0LQLVWHU��0LFKHO�$RXQ� IURP� WKH�%D¶DEGD� SUHVLGHQWLDO� SDODFH� DQG�ZLWK� WKH�
IXOO�FRQTXHVW�RI�%HLUXW��/HEDQRQ¶V�FDSLWDO��

6\ULDQ�RFFXSDWLRQ�HPSOR\HG�D�ZLGH�UDQJH�RI�SROLF\�PHDQV� WR� WUDQVIRUP�
/HEDQRQ� LQWR� D� ‡FOLHQW� VWDWH·� DQG� D� 6\ULDQ� SROLWLFDO� VDWHOOLWH�� %\�PHDQV� RI�
PLOLWDU\� FRQWURO� DQG� SROLWLFDO� SHQHWUDWLRQ�� PHGLD� UHSUHVVLRQ� DQG� DOLHQ�
FRORQL]DWLRQ��/HEDQRQ�KDV� ORVW� LWV� LQGHSHQGHQFH��8QGHU� IRUHLJQ� UXOH�ZLWKLQ�
WKH�PDWUL[� RI� D� IRUHLJQ�PDQLSXODWHG� SROLFH� VWDWH�� WKH�/HEDQHVH� VXIIHU� IURP�
$UDEL]DWLRQ�DQG�6\ULDQL]DWLRQ�WKDW�GHQ\�WKH�SHRSOH��HVSHFLDOO\�WKH�0DURQLWH�
&KULVWLDQV�� WKHLU� IUHHGRP� DQG� GLJQLW\�� 0DQ\� KDYH� EHHQ� IRUFHG� LQWR� H[LOH�
DFURVV�WKH�FRXQWULHV�DQG�FRQWLQHQWV�RI�WKH�/HEDQHVH�GLDVSRUD��

6\ULD¶V� RFFXSDWLRQ� UHJLPH� LQ� /HEDQRQ� VXJJHVWV� FRPSDULVRQ� ZLWK� WKH�
$QVFKOXVV�RI������� WKH�0XQLFK�FDSLWXODWLRQ�RI�������DQG� WKH� VHWWLQJ�XS�RI�
WKH�9LFK\�UHJLPH�RI�������6WDOLQLVP�DV�D�WHUURU�VWDWH�PRGHO�LV�DOVR�HYRFDWLYH�
RI� /HEDQRQ¶V� SLWLIXO� VXEMXJDWLRQ� DERXW� ZKLFK�� KRZHYHU�� WKH� LQWHUQDWLRQDO�
FRPPXQLW\�VKRZV�KDUGO\�DQ\�FRQFHUQ���

7KH�FROODSVH�RI�D�IUHH�/HEDQRQ�LV�SDUW�RI�WKH�H[SDQGLQJ�VZHHS�RI�,VODPLF�
SRZHU� DQG� WKH�GHFD\�RI�&KULVWLDQ� FLYLOL]DWLRQ� LQ� WKH�0LGGOH�(DVW��3HUKDSV��
XQGHU� FLUFXPVWDQFHV� RI� XSKHDYDO� LQ� 6\ULD�� ,VUDHOL� PLOLWDU\� SROLF\�� DQG�
UHYLYDOLVP�DPRQJ� WKH�/HEDQHVH�� IRUHLJQ�RFFXSDWLRQ�RI�/HEDQRQ�PD\�FRPH�
WR�DQ�HQG��

�
�
�
�



([HFXWLYH�6XPPDULHV�

�

���

&+(0,&$/�$1’�%,2/2*,&$/�:($3216�
,1�6<5,$�
’DQ\�6KRKDP�

)RU� DERXW� WZR� GHFDGHV�� 6\ULD� KDV� D� FRQVLVWHQW� SROLF\� RI� FKHPLFDO� DQG�
ELRORJLFDO�DUPV�DFTXLVLWLRQ�WKDW�LV�V\VWHPDWLF�DQG�GHWHUPLQHG�–�DQG�WKDW�KDV�
QHYHU�EHHQ�DFWXDOO\�GHQLHG�E\�6\ULD��0RUH�WKDQ�DQ\�RWKHU�FRXQWU\��6\ULD�KDV�
D� SROLF\� RI� VHHNLQJ� VWUDWHJLF� SDULW\� ZLWK� ,VUDHO� ZKLFK�� LQ� PLOLWDU\� WHUPV��
PHDQV�JHWWLQJ�ELRORJLFDO�DQG�FKHPLFDO�ZHDSRQV��JLYHQ�WKDW�QXFOHDU�ZHDSRQV�
DUH�QRW�DWWDLQDEOH�IRU�QRZ��7KLV�SDWWHUQ�ZDV�VHHQ�E\�WKH�FKHPLFDO�ZHDSRQV�
SURFXUHG� E\� 6\ULD� IURP� (J\SW� LQ� WKHLU� MRLQW� SUHSDUDWLRQV� IRU� WKH� 2FWREHU�
�����<RP�.LSSXU�:DU�� DQG� HYHQ� WRGD\��$VVDG��0XEDUDN� DQG� RWKHU�$UDE�
OHDGHUV� FRRUGLQDWH� SRVLWLRQV� RQ� UHIXVLQJ� WR� DGKHUH� WR� WKH� &KHPLFDO� DQG�
%LRORJLFDO�:HDSRQV�&RQYHQWLRQV��

0RUHRYHU�� 6\ULD� SRVVLEO\� FRRSHUDWHV� ZLWK� (J\SW� LQ� ELRORJLFDO� DQG�
FKHPLFDO�DUPV�DFTXLVLWLRQ�WRGD\��DQG�LW�FHUWDLQO\�GRHV�ZLWK�,UDQ�DQG�SUREDEO\�
ZLWK� /LE\D�� ,W� KDV� EHHQ� DLGHG� –� WKRXJK� QRW� QHFHVVDULO\� WKURXJK�
LQVWLWXWLRQDOL]HG�FKDQQHOV�–�E\�5XVVLD��&KLQD�DQG�1RUWK�.RUHD��LQ�HIIRUWV�WR�
HQODUJH� LWV� ORQJHU�UDQJH� VXUIDFH�WR�VXUIDFH� PLVVLOHV� WKDW� FDUU\� RSHUDWLRQDO�
FKHPLFDO�DQG�ELRORJLFDO�ZDUKHDGV��DPRQJ�WKHP�WKH�6FXG�&��WKH�0���DQG�WKH�
1R�’KRQJ��$VVLVWDQFH� LQ� XSJUDGLQJ� DQG� VFDOLQJ� XS� LWV� FKHPLFDO�ELRORJLFDO�
FDSDELOLWLHV�LV�JLYHQ�DOVR�E\�RWKHU�IRUPHUO\�VRYLHW�FRXQWULHV��,QGLD�DQG��VWLOO��
(XURSHDQ� ILUPV�� 6HYHUDO� IDFLOLWLHV� ORFDWHG� LQ� GLIIHUHQW� VLWHV� LQ� 6\ULD� DUH�
LQYROYHG�LQ�WKHVH�HIIRUWV�DQG�DUH�LQ�SDUW�GLVJXLVHG�DV�FLYLOLDQ�EX\HUV���

’XULQJ�UHFHQW�\HDUV��6\ULD�KDV�VZLWFKHG�IURP�DERYH�JURXQG�PLVVLOHV�DQG�
QRQ�FRQYHQWLRQDO�ZHDSRQV�IDFLOLWLHV�WR�XQGHUJURXQG�VWRUDJH�DQG�SURGXFWLRQ��
WKHUHE\� VLJQLILFDQWO\� OLPLWLQJ� ,VUDHO¶V� DELOLW\� WR� PRQLWRU� DQG� GHVWUR\� WKRVH�
VWUDWHJLF�IDFLOLWLHV��

7KH�ILUVW�DQG�E\�IDU�RQO\�6\ULDQ�HPSOR\PHQW�RI�D�FKHPLFDO�ZDUIDUH�DJHQW�
WRRN�SODFH�LQ������–�LW�ZDV�WKH�OHWKDO�F\DQLGH�JDV�XVHG�E\�WKH�6\ULDQ�UHJLPH�
LQ�WKH�VODXJKWHU�RI�VRPH��������6XQQL�UHVLGHQWV�RI�WKH�FLW\�RI�+DPD��LQ�6\ULD�
LWVHOI��

(YHU�VLQFH�WKHQ��6\ULD�KDV�PDGH�D�YHU\�VLJQLILFDQW�SURJUHVV�LQ�WKH�DUHD�RI�
FKHPLFDO�DQG�ELRORJLFDO�ZHDSRQV��ZKLFK�KDV�YDULRXV� LPSOLFDWLRQV�RI�PDMRU�
LPSRUWDQFH�� ,W� EXLOW� XS� DQ� HODERUDWH�� ODUJH� DUVHQDO� RI� VDULQ� DQG� 9;� QHUYH�
DJHQWV�FRQWDLQLQJ�DHULDO�ERPEV�DQG�PLVVLOHV�ZDUKHDGV��DQG�IRUPHG�D�GHOLYHU\�
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UHDOLJQPHQW�WKDW�LV�FDSDEOH�RI�LQVWDQWO\�ODXQFKLQJ�WKRVH�GHDGO\�ZHDSRQV�DW�D�
YDULHW\�RI�WDUJHWV�DQG�REMHFWV�LQ�,VUDHO��ERWK�VWUDWHJLF�DQG�WDFWLFDO��%LRORJLFDO�
ZDUIDUH�DJHQWV�–�DQWKUD[��ERWXOLQXP�DQG�RWKHUV�–�KDYH�UHFHQWO\�EHHQ�DGGHG�
WR�WKH�6\ULDQ�LQYHQWRU\���
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7UDGLQJ� YLWDO� VWUDWHJLF� WDQJLEOH� DVVHWV� IRU� D� SLHFH� RI� SDSHU� EDFNHG� E\�
LQWDQJLEOH��UHYHUVLEOH�FROODWHUDOV��RIIHUHG�E\�D�W\UDQW�ZKR�LV�VXSSRVHG�WR�VWDUW�
EHKDYLQJ� LQ� D� ZD\� KH� QHYHU� GLG� EHIRUH� –� KRZ� ZRXOG� D� QRUPDO� �86��
EXVLQHVVPDQ�KDQGOH�VXFK�D�SURSRVDO"�

�
��� $�&DXVH�)RU�&RQFHUQ��7KH�$VV\PHWULHV�

����8QGHU� WKH� HPRWLRQDO� LPSDFW� RI� WKH� )UHQFK� 5HYROXWLRQ�� ,PPDQXHO�
.DQW� ZURWH� KLV�3HUSHWXDO� 3HDFH� LQ� ������ &RPSDULQJ� WZR� W\SHV� RI�
UXOLQJ�UHJLPHV��KH�VD\V���

>$� VWDWH� JRYHUQHG� DFFRUGLQJ� WR@� D� FRQVWLWXWLRQ���>ZKLFK@� LV�
UHSXEOLFDQ����HVWDEOLVKHG� �ILUVW����E\� SULQFLSOHV� RI� WKH� IUHHGRP� RI� WKH�
PHPEHUV�RI�D�VRFLHW\��DV�PHQ���VHFRQGO\��E\�SULQFLSOHV�RI�GHSHQGHQFH�RI�
DOO�XSRQ�D�VLPSOH�FRPPRQ�OHJLVODWLRQ��DV�VXEMHFWV��DQG�WKLUGO\��E\�WKH�ODZ�
RI� WKHLU�HTXDOLW\� �DV�FLWL]HQV����JLYHV�D� IDYRUDEOH�SURVSHFW� IRU� WKH�GHVLUHG�
FRQVHTXHQFH��L�H���SHUSHWXDO�SHDFH��7KH�UHDVRQ�LV�WKLV��,I�WKH�FRQVHQW�RI�WKH�
FLWL]HQV�LV�UHTXLUHG�LQ�RUGHU�WR�GHFLGH�WKDW�ZDU�VKRXOG�EH�GHFODUHG��DQG�LQ�
WKLV�FRQVWLWXWLRQ�LW�FDQQRW�EXW�EH�WKH�FDVH���QRWKLQJ�LV�PRUH�QDWXUDO�WKDQ�WR�
EH� YHU\� FDXWLRXV� LQ� FRPPHQFLQJ� VXFK� D� SRRU� JDPH�� GHFUHHLQJ� IRU�
WKHPVHOYHV�DOO�WKH�FDODPLWLHV�RI�ZDU��$PRQJ�WKH�ODWWHU�ZRXOG�EH�KDYLQJ�WR�
ILJKW��KDYLQJ�WR�SD\�WKH�FRVWV�RI�ZDU�IURP�WKHLU�RZQ�UHVRXUFHV��DQG�KDYLQJ�
WR�UHSDLU�WKH�GHYDVWDWLRQ�ZDU�OHDYHV�EHKLQG��

2I�WKH�RSSRVLWH�W\SH�RI�UHJLPH�KH�ZDUQV��
%XW�� RQ� WKH� RWKHU� KDQG�� LQ� D� FRQVWLWXWLRQ� ZKLFK� LV� QRW� UHSXEOLFDQ�� DQG�
XQGHU� ZKLFK� WKH� VXEMHFWV� DUH� QRW� FLWL]HQV�� D� GHFODUDWLRQ� RI� ZDU� LV� WKH�
HDVLHVW� WKLQJ� LQ� WKH�ZRUOG� WR�GHFLGH�XSRQ��EHFDXVH�ZDU�GRHV�QRW� UHTXLUH�
WKH� UXOHU��ZKR� LV� WKH�SURSULHWRU� DQG�QRW� D�PHPEHU�RI� WKH� VWDWH�� WKH� OHDVW�
VDFULILFH�RI� WKH�SOHDVXUHV�RI�KLV� WDEOH�� WKH�FKDVH��KLV�FRXQWU\�KRXVHV��KLV�
FRXUW� IXQFWLRQV� DQG� WKH� OLNH�� +H�PD\� WKHUHIRUH� UHVROYH� RQ� ZDU� DV� RQ� D�
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SOHDVXUH�SDUW\� IRU� WKH�PRVW� WULYLDO� UHDVRQV��DQG�ZLWK�SHUIHFW� LQGLIIHUHQFH�
OHDYH� WKH� MXVWLILFDWLRQ� ZKLFK� GHFHQF\� UHTXLUHV� WR� WKH� GLSORPDWLF� FRUSV��
ZKR�DUH�HYHU�UHDG\�WR�SURYLGH�LW���

’XULQJ� WKH� ���� \HDUV� VLQFH� (WHUQDO� 3HDFH� ZDV� SXEOLVKHG�� .DQW¶V�
REVHUYDWLRQV�ZHUH�FRQVWDQWO\�SURYHQ�ULJKW��IURP�1DSROHRQ�%RQDSDUWH�
WR� +LWOHU�� 6WDOLQ� DQG� WKH� $UDE� GLFWDWRUV� ILJKWLQJ� DPRQJ� WKHPVHOYHV�
DQG��WRJHWKHU��ILJKWLQJ�,VUDHO��
7KLV�LV�WKH�QXPEHU�RQH�DV\PPHWU\�EHWZHHQ�,VUDHO�DQG�$UDELD��WR�
EH�UHFNRQHG�ZLWK�ZKHQ�QHJRWLDWLQJ�SHDFH��

����%HIRUH�0D\�����������WKH�,VUDHO�$UDE�FRQIOLFW�ZDV�OLPLWHG�WR�-HZLVK�
:HVWHUQ�3DOHVWLQLDQ�$UDE�VNLUPLVKHV��ZLWK�WKH�$UDEV�UHFHLYLQJ�DPSOH�
VXSSRUW�IURP�WKHLU�0LGGOH�(DVWHUQ��DQG�RWKHU��EUHWKUHQ��
6LQFH�0D\� ���� ������ WR� WKLV� GD\�� DOO� ,VUDHO¶V� H[LVWHQWLDO�PDMRU�ZDUV�
ZHUH� FRQGXFWHG� EHWZHHQ� ,VUDHO� DQG� YDULRXV� FRDOLWLRQV� RI� WKH� $UDE�
VWDWHV��H[FHSW�WKH�6LQDL�FDPSDLJQ�RI��������2QH�KDV�WR�DFFHSW�WKH�IDFW�
WKDW� WKH� FRQIOLFW� LV� EHWZHHQ� ,VUDHO� DQG� 3DQ�$UDELD�� L�H��� WKH� $UDE�
1DWLRQ� DV� PHQWLRQHG� LQ� WKH� 3DOHVWLQLDQ� &RYHQDQW�� 7KHVH� DUH� QRW�
VHSDUDWH�� ‡VWDQG� DORQH·� FRQIOLFWV� EHWZHHQ� ,VUDHO� DQG� 3DOHVWLQLDQV��
,VUDHO�DQG�6\ULD��,VUDHO�DQG�/HEDQRQ��,VUDHO�DQG�,UDT��HWF���ZKLFK�PD\�
EH� KDQGOHG� RQH�E\�RQH� DV� LI� WKHUH� ZHUH� QR� LQWHUGHSHQGHQFH� DPRQJ�
WKHP�DOO��
/RJLF�GLFWDWHV�WKDW�ZKHQ�SHDFH�EHWZHHQ�,VUDHO�DQG�6\ULD�LV�GLVFXVVHG��
LW� ZRXOG� EH� DQ� H[HUFLVH� LQ� VHOI�GHOXVLRQ� WR� ORRN� XSRQ� WKH� ,VUDHOL�
6\ULDQ� PLOLWDU\� EDODQFH� DV� D� VHSDUDWH� PDWWHU� WR� EH� FRQVLGHUHG�� 7KH�
,VUDHOL�6\ULDQ�PLOLWDU\� EDODQFH�� VHULRXV� HQRXJK� DV� LW� LV��� LV� RQO\� RQH�
FRPSRQHQW�RI�WKH�,VUDHOL�$UDELDQ�SLFWXUH��:KR�ZLOO�EH�DEOH�WR�SUHYHQW�
WKH� SUHVHQW� RU� FRPLQJ� 6\ULDQ� W\UDQW� IURP� FRQFOXGLQJ� D� PLOLWDU\�
DOOLDQFH� ZLWK�� VD\�� WKH� SUHVHQW� RU� FRPLQJ� ,UDTL� W\UDQW� DQG�RU� DQ\�
RWKHU"�$� SLHFH� RI� SDSHU"�86� DQG�81� JXDUDQWHHV� DQG�RU� REVHUYHUV"�
:H�KDYH�EHHQ�WKURXJK�WKDW�LQ�������
5HODWLRQV�ZLWK�6\ULD��DV�PXFK�DV�WKH�SUHVHQW�‡FRQVHQVXV·�ZRXOG�ZLVK�
WR�IRUJHW�LW��DUH�RQO\�RQH�SDUW�RI�WKH�ZLGHU��,VUDHOL�$UDELF�SLFWXUH��
$V�D�UHPLQGHU��
L�� ,VUDHO�$UDELD�DUHD�UDWLR�LV�DERXW��������
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LL�� ,VUDHO�$UDELD�SRSXODWLRQ�UDWLR�LV�DERXW�������
LLL�� %RUGHU�WR�YLWDO�WDUJHWV�GLVWDQFH��DLU�GHIHQVH�SHQHWUDWLRQ����

�� LQ�,VUDHO�������NP�RU�OHVV��
�� LQ�$UDELD�����������NP�DQG�PRUH��

LY�� 81� DQG� RWKHU� GLSORPDWLF� UDWLR� DPRQJ� VWDWHV�� ,VUDHO�� ��� $UDELD��
�����

Y�� 1DWXUDO�UHVRXUFHV���
�� $UDELD������RI�ZRUOG�RLO�LQ�WKH�0LGGOH�(DVW��
�� ,VUDHO��VRPH�SRWDVK��EURPLGH�DQG�SKRVSKDWHV�� �r�QLO��

7KLV� LV� DV\PPHWU\� QXPEHU� WZR�� FRQYHQLHQWO\� RYHUORRNHG� E\�
,VUDHOL� ‡JHQHUDO� FRQVHQVXV·�� ,W� LV� FOHDUO\� WKH� EDVLV� RI� SROLF\�
PDNLQJ�LQ�WKH�$UDE�ZRUOG��1DWLRQDO�DPQHVLD"�

����.LVVLQJHU�ZURWH�WKDW�‡$�SUHURJDWLYH�RI�LQGHSHQGHQFH�RI�D�VWDWH�LV�WKDW�
LWV�JRYHUQPHQW�FDQ�FKDQJH�LWV�PLQG�·�7UXH��LQGHHG��
:KLOH�GHPRFUDWLF�,VUDHO�LV�FKDLQHG�E\�LWV�-HZLVK�DQG�:HVWHUQ�QRUPV�
DQG� SUDFWLFHV�� $UDE� WRWDOLWDULDQ� VWDWHV� DUH� QRW�� QRU� DUH�� WR� D� JUHDW�
H[WHQW��WKH�VXSHU�SRZHUV��
7KLV�LV�DV\PPHWU\�QXPEHU�WKUHH��D�KHDY\�ZHLJKW�WR�FDUU\��:KDW�
LI� WKH� 6\ULDQ� W\UDQW� FKDQJHV� KLV� PLQG� DQG� JRHV� DW� LW� ELW�E\�ELW��
ZLWK� WKH� ZHVW� FHQVXULQJ� ,VUDHO� IRU� EHLQJ� RYHUVHQVLWLYH�� KHQFH�
XQGXO\�DJJUHVVLYH"��

����7KH�ZRUVW�DV\PPHWU\��KRZHYHU��LV�WKH�DV\PPHWU\�RI�DLPV���
L�� ,VUDHO¶V� DLPV� DUH� SHDFHIXO� FR�H[LVWHQFH� DQG� GHYHORSPHQW�� $V�

.DQW�VD\V��‡WKH�JRYHUQPHQW�LV�D�WRRO�RI�WKH�SHRSOH�·�
LL�� $UDELD¶V� GLFWDWRUV¶�� PHGLHYDO� SULQFHV¶�� PLOLWDU\�UHYROXWLRQDU\�

W\UDQWV¶� RU� WKHRFUDWLF� ,VODPLF� GHVSRWV¶�� GHFODUHG� DLP� LV� WKH�
HOLPLQDWLRQ�RI�WKH�,VUDHOL�:HVWHUQ��LQILGHO�IRRWKROG�LQ�WKH�0LGGOH�
(DVW�� 7KLV� LV� QRW� D� P\VWLFDO�LGHRORJLFDO�UHOLJLRXV�HPRWLRQDO�
ZKLP�� EXW� UDWKHU� D� YHU\� FRQFUHWH� SROLWLFDO� LQWHUHVW�� ’RLQJ� DZD\�
ZLWK� ,VUDHO� LV�D�FRQGLWLRQ�VLQH�TXD�QRQ� IRU�FRQWLQXHG� WRWDOLWDULDQ�
UXOH�LQ�WKH�0LGGOH�(DVW��HVSHFLDOO\�LQ�WKLV�ZRUOG�HPEUDFLQJ�PHGLD�
DJH���
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8QOHVV� WKH\�GLVSRVH�RI� LW��0LGGOH�(DVW� W\UDQWV�PD\�EH� DVNHG�E\�
WKHLU� VXEMHFWV�� IRU� H[DPSOH�� WR� H[SODLQ� ZK\� DULG�� UHVRXUFHOHVV��
PLQLDWXUH� ,VUDHO�� ‡WKURZQ·� DPRQJ� WKH� $UDEV�� GUDLQHG� E\� WKHLU�
YLROHQFH� DQG� FRQVWDQWO\� DEVRUELQJ� QHZ�� SRRU� LPPLJUDQWV�� KDV� D�
*13�PRUH�WKDQ�GRXEOH�WKDW�RI�DOO�LWV�VR�PXFK�ODUJHU�QHLJKERUV�SXW�
WRJHWKHU"�&UHDWLRQ�RI�ZHDOWK�DQG�D�EHWWHU�OLIH�PD\�EH�DVVXPHG�WR�
EH�D� UHVXOW�RI� WKH�-HZLVK� LQILGHO��‡WZLVWHG·��:HVWHUQ�ZD\V��7KH\�
PXVW�EH�XSURRWHG�EHIRUH�EULQJLQJ�DERXW�WKDW�VRFLDO�YLROHQW�FKDQJH�
IHDUHG�E\�GLFWDWRUV��
3HDFH� ORYLQJ�� JRRG� ZLOOLQJ� OLEHUDOV� ZKR� SUHDFK� EURWKHUO\� ORYH��
VKRXOG� UHDOL]H� WKDW� ,VUDHO�� WKH� 86�� DQG� RWKHU� GHPRFUDFLHV�� DUH�
‡QHJRWLDWLQJ� SHDFH·�ZLWK� WKH� GHVSRWV�ZKRVH� EDVLF� RSHQO\� VWDWHG�
LQWHUHVW� LV� WKH�GHVWUXFWLRQ�RI�,VUDHO� LQ�RUGHU�WR�SUHYHQW�RU�GHOD\�D�
0LGGOH�(DVW�YHUVLRQ�RI�D�)UHQFK�5HYROXWLRQ�RU�DQ�LPSORVLRQ�i�OD�
6RYLHW�8QLRQ�WKDW�PD\��*RG�IRUELG��VRZ�WKH�VHHG�RI�GHPRFUDF\�LQ�
WKH�UHJLRQ��

LLL�� 7KH� DLP�V�� RI� WKH�$UDE�0LGGOH�(DVWHUQ�PDVVHV�� LWV� SRSXODWLRQV��
DUH�GLVUHJDUGHG��LUUHOHYDQW��7KH�$UDE�SRSXODWLRQ�LV�QRW�SDUW�RI�WKH�
,VUDHOL� DQG�:HVWHUQ�’HPRFUDFLHV¶� ‡SHDFHPDNLQJ·�� ’HPRFUDFLHV�
WHDP� ZLWK� WKHLU� RSSUHVVRUV�� 7KH\� PD\� ZDQW� SHDFH� DQG� D� EHWWHU�
OLIH��EXW�QHLWKHU� WKH�:HVWHUQ� OLEHUDO�JRYHUQPHQWV�DQG�PHGLD��QRU�
WKH�GHPRFUDWLF�,VUDHOLV�� WDNH�WKHP�LQWR�DFFRXQW��7KHLU�RSSUHVVRUV�
DUH�DFFHSWHG�DV�VSHDNHUV�RQ�WKHLU�EHKDOI��
$V\PPHWU\�QXPEHU�IRXU�LV�WKH�GHHS�URRWHG�GLVSDULW\�RI�SHDFH�
RU� ‡SHDFH·� DLPV� EHWZHHQ� ,VUDHO� �DV� D� ZKROH�� SHRSOH� 	�
JRYHUQPHQW��DQG�WKH�$UDE�WRWDOLWDULDQ�GHVSRWV��
7KHUH�DUH��RI�FRXUVH��VR�PDQ\�RWKHU�DV\PPHWULHV�WKDW�SURYLGH�VR�
PDQ\� RWKHU� UHDVRQV� IRU� VNHSWLFLVP�� 3HDFH� QHJRWLDWLRQV� FDQQRW�
GLVPLVV�WKHP��

�
����$�&DXVH�IRU�&RQFHUQ��7KH�$PELJXLW\�RI�3HDFH�’HILQLWLRQ�

$Q�,VUDHOL�OHDGHU�GHILQHG�SHDFH�ZLWK�6\ULD�DV�WKH�IXOILOOPHQW�RI�KLV�GUHDP�
RI�YLVLWLQJ�’DPDVFXV�DQG�HDWLQJ�KXPXV�LQ�LWV�UHVWDXUDQWV�ZKLFK�KH�GLG�QRW�GR�
VLQFH�KH�ZDV����\HDUV��$�SULQFH¶V�ZLVK��+H�HYHQ�WKUHDWHQHG�WR�UHVLJQ�LI�WKH�
SHRSOH�ZLOO�QRW�OHW�KLP�GR�LW��6RPH�GHILQLWLRQ��0.�8UL�6DYLU��D�PDMRU�SHDFH�
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SURPRWHU�� GHFODUHG� WKDW� SHDFH� LV�� LQVRIDU� DV� KH� LV� FRQFHUQHG�� ‡D� EXV� OLQH�
OLQNLQJ�+DLID�WR�’DPDVFXV·���

2WKHUV�� ODFNLQJ� VXFK� RULJLQDOLW\�� DVN� IRU� SHDFH�� UHDO� SHDFH�� UHDOO\� UHDO�
SHDFH��ZLWK�HPEDVVLHV�� IODJV�DQG� WRXULVP��:KHQ� LQYLWHG�E\�3ULPH�0LQLVWHU�
6KDPLU�WR�SDUWLFLSDWH��DV�D�0HPEHU�RI�.QHVVHW��LQ�WKH�0DGULG�FRPSUHKHQVLYH�
SHDFH� WDONV� LQ�2FWREHU�������� WKH�ZULWHU�� DWWHPSWLQJ� WR�DSSO\� WKH�&DUWHVLDQ�
ORJLF�DFTXLUHG�LQ�WKH�PLOLWDU\��DVNHG�IRU�‡WKH�SXUSRVH�RI�WKH�PDQHXYHU·��L�H���
WKH�GHILQLWLRQ�RI�SHDFH��

+H�GLG�QRW�JHW�RQH��VR�KH�WXUQHG�WR�WKH�GLFWLRQDULHV�IURP�ZKLFK�DOO�RWKHUV�
VKLHG�DZD\��LQDGYHUWHQWO\�RU��PD\EH��RQ�SXUSRVH���

’LFWLRQDULHV�GHILQH�SHDFH��DV�EDVLFDOO\�RQH�RI�WZR�VLWXDWLRQV��
L�� ‡$�VWDWH�RI�KDUPRQ\�EHWZHHQ�SHRSOH�RU�JURXSV�·�
LL�� ‡$�VWDWH�H[LVWLQJ�GXULQJ�WKH�DEVHQFH�RI�ZDU�·��&ROOLQV��/D�5RXVVH���

7KH�SLFWXUH� EHFRPHV� FOHDUHU��7KHUH� DUH� WZR�GLVWLQFW� W\SHV�RI� SHDFH��
7KHUH�LV�QR�EULGJLQJ�EHWZHHQ�WKHP��
�� $�‡VWDWH� RI�KDUPRQ\·��ZKLFK� LV� WKH� W\SH�RI�SHDFH�EHWZHHQ�� VD\��

WKH� 86� DQG� &DQDGD�� ,WV� ‡EXLOGLQJ� EORFNV·� DUH� FRPPRQDOLW\� RI�
SROLWLFDO��GHPRFUDWLF���UHJLPHV��RI�FXOWXUH��RI�HFRQRPLF�SULQFLSOHV�
DQG� SUDFWLFHV� RI� HWKLFV�� RI� :HOWDQVFKDXQJ�� RI� QRUPV� DQG�
DVSLUDWLRQV��HWF���ZLWK�QR�UHDO�FRQIOLFW�RI�LQWHUHVWV�DQG��RI�FRXUVH��
QR�DJJUHVVLYH�PRWLYDWLRQ��7KH�86�DQG�&DQDGD�GR�QRW�QHHG�SHDFH�
DJUHHPHQWV�� QRU� DUPLHV� GHSOR\HG� ‡WR� SURWHFW� WKH� SHDFH·��$FURVV�
ERUGHUV�PRYHPHQWV� RI� SHRSOH��ZDUHV� DQG� LGHDV� DUH� IUHH�� QDWXUDO�
DQG�FRQWLQXRXV��

�� $�‡VWDWH�RI�QR�ZDU·�ZRXOG�EH�WKH�‡GH�IDFWR·�SHDFH��WKH�&ROG�:DU�
EHWZHHQ�WKH�86�DQG�WKH�QRZ�GHIXQFW�8665�7KH�FODVK�DPRQJ�WKH�
GLDPHWULFDOO\�RSSRVHG�SROLWLFDO�UHJLPHV��WKH�FXOWXUH��WKH�HFRQRPLF�
SULQFLSOHV�DQG�SUDFWLFHV��WKH�HWKLFV��HWF��� WKH�FRQIOLFWV�RI�LQWHUHVWV�
DQG� WKH� PLOLWDQW�� DJJUHVVLYH� PRWLYDWLRQ� RI� FRPPXQLVW�
H[SDQVLRQLVP�FUHDWHG�D�ZDU�SURQH�UHDOLW\��ZLWK�ZDU�EHLQJ�DYHUWHG�
E\�WKH�LQWURGXFWLRQ�RI�D�QHZ�IDFWRU�RIIVHWWLQJ�DOO�RWKHUV��QDPHO\��
GHWHUUHQFH���
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$� QXPEHU� RI� WUHDWLHV� ZHUH� VLJQHG� DQG� KXJH� PLOLWDU\� IRUFHV� ZHUH�
SRLVHG�WR�‡SURWHFW�WKH�SHDFH·��$FURVV�ERUGHUV��PRYHPHQWV�RI�SHRSOH��
ZDUHV��DQG�HVSHFLDOO\�LGHDV��ZHUH�OLPLWHG�WR�D�PLQLPXP��
,W�GRHV�QRW�WDNH�ORQJ�WR�DQDO\]H�WKH�0LGGOH�(DVW�SDUDPHWHUV�RI�SHDFH�
LQ� RUGHU� WR� FRQFOXGH� WKDW� SHDFH� EHWZHHQ� ,VUDHO� DQG� 6\ULD� ZLOO�� SHU�
IRUFH�� EH� VLPLODU� WR� WKH� 86�8665� SHDFH� RU� WKH� SHDFH� ZLWK� (J\SW��
,VUDHO¶V�SHDFH�ZLWK�-RUGDQ�LV�D�XQLTXH�H[FHSWLRQ���QRW�ORJLFDOO\�XQOLNH�
WKH�86�0H[LFDQ�SHDFH��3HDFH�ZLWK�6\ULD�� LI�FRQFOXGHG� WKH�ZD\� LW� LV�
EHLQJ� QHJRWLDWHG�� ZLOO� EH� IRXQGHG� RQ� WKLUG� SDUWLHV¶� ‡JRRGZLOO·��
SURWHFWHG� E\� PLOLWDU\� IRUFHV�� OLPLWHG� LQ� VFRSH�� XQHDV\�� WRWDOO\�
GHSHQGHQW� RQ� WKH� 6\ULDQ� UXOLQJ� W\UDQW¶V� ZKLP� RU� HYDOXDWLRQ� RI� WKH�
VLWXDWLRQ�� L�H��� ORRNLQJ� IRU�D�‡ZLQGRZ�RI�RSSRUWXQLW\·� WR�DFKLHYH�KLV�
EDVLF�LQWHUHVW��QDPHO\��WKH�HOLPLQDWLRQ�RI�,VUDHO��
,QWHUDFWLRQ�EHWZHHQ�6\ULD�DQG�,VUDHO��DV�YLHZHG�E\�$VVDG��ZLOO�EH�NHSW�
�RI�FRXUVH��WR�D�PLQLPXP��ZKLFK�LV�VXUH�WR�JHQHUDWH�IULFWLRQ��PHDQLQJ�
WKDW�ROG�VRUHV�PD\�EH�UHLQIHFWHG��
)DU�IURP�EHFRPLQJ�WKH�SROLWLFDO�TXDQWXP�MXPS�IURP�ZDU�WR�D�‡SHDFH�
RI� KDUPRQ\·�� WKH� 6\ULDQ�,VUDHOL� SHDFH�� OLNH� 3HUHV¶� ‡1HZ� 0LGGOH�
(DVW·���VKRZV�DOO�WKH�FKDUDFWHULVWLF�VLJQV�RI�WKH�86�8665�&ROG�:DU��
ZKLFK�PHDQV�WKDW� WKH�PHFKDQLVP�RI�SUHYHQWLQJ�ZDU�LQ�WKLV�EDVLFDOO\�
ZDU�SURQH�VLWXDWLRQ��LV�’(7(55(1&(��HYHQ�WKRXJK�WKH�EXOOHW�ULGGHQ�
ZDOOV� RI� DQWDJRQLVPV� PD\� EH� SDSHUHG� RYHU� E\� QXPHURXV� SDJHV� RI�
SHDFH�DJUHHPHQWV��

�
��� $� &DXVH� IRU� &RQFHUQ�� ‡1R� :DU·� 3HDFH� $JUHHPHQWV� WKDW� +DUP�

’HWHUUHQFH�
����2Q�2FWREHU�����������WKH�ZULWHU�ZDV�LQYLWHG�WR�IRUPDOO\�WHVWLI\�EHIRUH�

WKH� -RLQW� (FRQRPLF� &RPPLWWHH� RI� WKH� 86� 6HQDWH� DQG� +RXVH� RI�
5HSUHVHQWDWLYHV� LQ�:DVKLQJWRQ�� LQ� RUGHU� WR� HODERUDWH� RQ� D� SRVLWLRQ�
SDSHU�QDPHG�‡,VUDHO�������–�+RZ�:LOO� LW�)DUH� LI�6KUXQN�WR�LWV������
%RUGHUV·�� ZULWWHQ� ZLWKLQ� WKH� IUDPHZRUN� RI� WKH� ‡$ULHO� &HQWHU� IRU�
3ROLF\�5HVHDUFK·��
7KH�JHQHUDO�LGHD�ZDV�WR�DQDO\]H�WKH�SRVVLELOLW\�RI�UHYDOLGDWLRQ�RI�WKH�
86�6WDWH�’HSDUWPHQW¶V�5RJHUV�3ODQ�RI�������,VUDHO��ZLWKGUDZDO�WR�WKH�
����� OLQHV� ‡ZLWK�PLQRU�PRGLILFDWLRQV·��ZKLFK�� DV� LW� LV�ZHOO� NQRZQ��
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ZDV� IXULRXVO\� UHMHFWHG� DW� WKH� WLPH� E\� *ROGD� 0HLU�� WKH� WKHQ� /DERU�
3DUW\�3ULPH�0LQLVWHU����
7KH�ORJLF�IROORZHG�E\�WKH�ZULWHU�ZDV��
L�� (VWDEOLVK� WKH�‡5HG�/LQHV·�DQG�‡:DU�6WUDWHJ\·�GHYHORSHG�GXULQJ�

%HQ�*XULRQ¶V� WLPH�� DV� H[SUHVVHG� LQ� �WKHQ�� ’HSXW\� 3ULPH�
0LQLVWHU¶V� <LJDO� $OORQ¶V� IRUPDO� GHIHQVH� SROLF\� GHFODUDWLRQ� RI�
)HEUXDU\�������������
%HQ�*XULRQ¶V� VWUDWHJ\� RI� ‡FDUU\LQJ� WKH� ZDU� RYHU� WR� HQHP\�
WHUULWRU\·�� WDFLWO\� UHFRJQL]HG� DV� OHJLWLPDWH� E\� WKH� LQWHUQDWLRQDO�
FRPPXQLW\� EHFDXVH� RI� ,VUDHO¶V� PLQLDWXUH� DUHD� DQG� LQGHIHQVLEOH�
VKDSH�DQG�WRSRJUDSK\��ZDV�HODERUDWHG�RQ�E\�$OORQ�ZKR�GHFODUHG�
WKDW��‡,Q�RUGHU�WR�ZLQ�D�ZDU�RU��LQ�VRPH�FDVHV��VXUYLYH�RQH��,VUDHO�
VKRXOG��ZKHQ�ZDU�EHFRPHV�LPPLQHQW��SUHHPSW�E\�VXUSULVH�·��

LL�� 5HYLHZ�WKH�FKDQJHV�LQ�$UDE�‡$LPV�RI�:DU·�DQG�‡2UGHU�RI�%DWWOH·�
EHWZHHQ������DQG���������

LLL�� 5HYLHZ�WKH�UHYROXWLRQDU\�GHYHORSPHQWV�LQ�:HDSRQV¶�7HFKQRORJ\�
EHWZHHQ������DQG���������

LY�� 5HYLHZ�RI�WKH�/HVVRQV�RI�:DUV�EHWZHHQ������DQG���������
Y�� 5HYLHZ� WKH� FKDQJHV� LQ� WKH� ZRUOG� DQG�0LGGOH� (DVW� JHRSROLWLFDO�

UHDOLWLHV�� IRU� JRRG� RU� LOO�� DQG� WKHLU� EHDULQJ� RQ� ,VUDHO� GXULQJ� WKDW�
VDPH�SHULRG����

����7KH�FRQFOXVLRQ��DV�SUHVHQWHG�E\� WKH�ZULWHU�RQ�&DSLWRO�+LOO��ZDV� WKDW�
WKH� %HQ�*XULRQ� VWUDWHJ\� DV� HODERUDWHG� E\�<LJDO� $OORQ� �DV� H[HFXWHG�
GXULQJ� WKH� 6L[� ’D\�:DU� RI� -XQH� ������� FDQQRW�� E\� DQ\� VWUHWFK� RI�
LPDJLQDWLRQ�� EH� FDUULHG� RXW� LQ� SUHVHQW� FLUFXPVWDQFHV� IURP� WKH� �����
�5RJHUV��ERUGHUV����<HW�� LI� ,VUDHO�ZLOO� DJDLQ�EH�FRQILQHG� WR� WKH������
OLQHV��$OORQ¶V�VWDWHPHQW�WKDW�SUHHPSWLRQ�E\�VXUSULVH�LV�YLWDO�‡LQ�RUGHU�
WR�ZLQ�D�ZDU�RU��LQ�VRPH�FDVHV��VXUYLYH�RQH·��UHPDLQV�DV�WUXH�DV�HYHU�–�
RQO\�WKDW�WKLV�LV�SUDFWLFDOO\�LPSRVVLEOH�WR�H[HFXWH��7KH�RQH�IDFWRU�
WKDW� PD\� VXEVWLWXWH� IRU� SUHHPSWLRQ� E\� VXUSULVH� LV� WHUUDLQ�
�WRSRJUDSK\���8S�WR�WKH�SUHVHQW��QR�UHDO�VXEVWLWXWH�KDV�EHHQ�IRXQG�
IRU�WKH�‡WHUUDLQ·�IDFWRU�LQ�WKH�*RODQ�+HLJKW¶V�FRQWH[W��
0LOLWDU\�SRZHU��WKH�PDMRU�FRPSRQHQW�RI�GHWHUUHQFH��LV�FRPSRVHG�RI�D�
WUDLQHG�� VXSSOLHG�� FRQWUROOHG�� LQIRUPHG�� FXQQLQJ� PDQHXYHULQJ� RI�
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ILUHSRZHU�� PRELOLW\� DQG� WHUUDLQ�� :KHUH� ‡WHUUDLQ·� LV� DOPRVW�
LQVLJQLILFDQW� LQ� VL]H� DQG� WRSRJUDSK\� LV� GRPLQDQW� RQ� HQHP\¶V� VLGH��
WKHUH� LV� D� OLG� RQ� WKH� ILUHSRZHU� DQG�PRELOLW\� WKDW�PD\�EH�EURXJKW� WR�
EHDU�� +HQFH�� WKH� OHYHO� RI� GHWHUUHQFH� LV� GDQJHURXVO\� ORZHUHG��ZKLFK�
LQFUHDVHV�WKH�SUREDELOLW\�RI�ZDU��LQ�D�‡SHDFH�RI�QR�ZDU·�VLWXDWLRQ���
)RU� H[DPSOH�� 3UHHPSWLQJ� E\� VXUSULVH�� PHDQV� DFKLHYLQJ� LQVWDQW� DLU�
VXSHULRULW\��SRVVLEOH�LQ�������JLYHQ�WKH�DQWL�DLUFUDIW�GHIHQVH�LQWHQVLW\�
DQG� FRQWURO� VRSKLVWLFDWLRQ� RI� WKH� WLPH�� DQG� WKH� IDFW� WKDW� WKH� HQHP\�
DLUFUDIW�ZHUH�RSHQO\�OLQHG�XS�RQ�WKHLU�DSURQV��DORQJ�IHZHU�UXQZD\V����
7ZR�WR�IRXU�GD\V�PD\�EH�UHTXLUHG�WRGD\�WR�‡FOHDQ·�WKH�EDWWOH�DUHD�RI�
WKH� VR�PXFK�PRUH� VRSKLVWLFDWHG� DLU� GHIHQVH� LQ� RUGHU� WR� DFKLHYH� WKH�
LPSHUDWLYH�DLU�VXSHULRULW\��7KLV�PHDQV�WKDW�WKH�WLPLQJ�DQG�ORFDWLRQ�RI�
WKH� DWWDFN� EHFRPH� NQRZQ� DQG� QR� WDFWLFDO� VXUSULVH�� DV� UHTXHVWHG� E\�
$OORQ�� PD\� EH� DFKLHYHG�� 7KH� DWWDFN� RI� DQWL�DLUFUDIW� ZHDSRQV� VLWHV�
DQG�RU� WKHLU� &RPPDQG�� &RQWURO�� &RPPXQLFDWLRQV�� &RPSXWHU� 	�
,QWHOOLJHQFH��&����LV�DQ�DFW�RI�ZDU��WR�ZKLFK�WKH�6\ULDQ�DOPRVW�LQVWDQW�
UHVSRQVH�PD\�EH�WKH�EDOOLVWLF�PLVVLOH�ERPEDUGPHQW�RI�,VUDHO¶V�XUEDQ�
FHQWHUV�� L�H�� WKH� GLVUXSWLRQ� RI� UHVHUYHV�PRELOL]DWLRQ�� WKHLU� RXWILWWLQJ��
WUDQVSRUW� DQG� GHSOR\PHQW� WR� WKH� EDWWOH� IURQW� �PRGHUQ� LQWHOOLJHQFH�
SUHYHQWV� HIILFLHQW�� SULRU�� VHFUHW� PRELOL]DWLRQ� DQG� GHSOR\PHQW� RI�
UHVHUYHV���
1R�FDSDELOLW\�RI�SUHHPSWLQJ�E\�VXUSULVH�–�QR�ZLQQLQJ�RI�D�ZDU�RU��LQ�
VRPH�LQVWDQFHV��QR�VXUYLYDO�IRU�,VUDHO�ZLWKLQ�WKH������ERUGHUV��
%HLQJ�DEVROXWHO\�XQDEOH�WR�WUDGH�RII�WHUUDLQ�IRU�WKH�ZHDULQJ�RXW�RI�WKH�
HQHP\¶V�ILUHSRZHU�DQG�PRELOLW\��ZKLFK�ZDV�WKH�FDVH�RQ�D�VPDOO�VFDOH�
GXULQJ�WKH�<RP�.LSSXU�:DU�RI������WKDW�VWDUWHG�RQ�WKH�*RODQ�DQG�WKH�
6XH]� &DQDO� DQG�� RI� FRXUVH�� WKH� FDVH� RQ� D� JUDQG� VFDOH� GXULQJ� WKH�
5XVVLDQ�1DSROHRQLF�DQG�6RYLHW�*HUPDQ�:DUV��UHTXLUHV�D�VXEVWDQWLDO�
LQFUHDVH�LQ�ILUHSRZHU�DQG�PRELOLW\��ZKLFK�DV�VDLG��KDV�LWV�OLPLWV��
$V�LW�WXUQV�RXW��,VUDHO¶V�GHWHUUHQFH�DW�WHUURU�JXHUULOOD��FRQYHQWLRQDO�DQG�
QRQ�FRQYHQWLRQDO�OHYHOV�ZLOO�EH�QHJDWLYHO\�DIIHFWHG�E\�WKH�ORVV�RI�LWV�
WRSRJUDSKLF� DVVHWV�� ILUVW� DQG� IRUHPRVW� WKH� *RODQ���� HQKDQFLQJ� WKH�
SUREDELOLW\�RI�ZDU��LQ�D�SHDFH�RI�‡QR�ZDU·���

�
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��� $�&DXVH�IRU�&RQFHUQ�–�7KH�3URSRVHG�6XEVWLWXWHV�
7KH�‡VWDQGDUG·�VXEVWLWXWHV�IRU�WKH�*RODQ�+HLJKWV�WKDW�DUH�SURSRVHG�E\�WKH�

‡LQVWDQW� SHDFH·� SURWDJRQLVWV� UDLVH� PRUH� TXHVWLRQV� DERXW� WKHLU� VHULRXVQHVV�
WKDQ�SURYLGH�DQVZHUV��)RU�H[DPSOH���

����‡$PHULFDQ� PLOLWDU\� SUHVHQFH� RQ� WKH� *RODQ� DV� REVHUYHUV� DQG�
LQWHUQDWLRQDO� JXDUDQWHHV� ZLOO� DVVXUH� WKH� *RODQ� �DQG� EH\RQG��
GHPLOLWDUL]DWLRQ�·�
:H�KDYH� WDVWHG�86�JXDUDQWLHV�DQG�81� WURRSV� LQ� WKH�6LQDL�DQG� WKHLU�
IOLJKW�LQ������WKDW�EURXJKW�DERXW�WKH�6L[�’D\�:DU����
&]HFKRVORYDNLD�UHFHLYHG�)UHQFK�%ULWLVK�JXDUDQWLHV�IRU�WKH�LQWHJULW\�RI�
LWV�PXWLODWHG�ERUGHUV�WR�IDFLOLWDWH�WKH�‡7HUULWRULHV�IRU�3HDFH·�FHGLQJ�RI�
WKH� 6XGHWHQODQG� WR�*HUPDQ\�� 6L[�PRQWKV� ODWHU�� &]HFKRVORYDNLD� GLG�
QRW� H[LVW� DQG� WKH� UHVW� LV� KLVWRU\�� 7KH� 86� JXDUDQWHHG� WKH� VWDWXV� RI�
7DLZDQ� DV� ‡WKH� UHDO� &KLQD·�� HWF�� 7KHUH� LV� QR� FDVH� LQ� KLVWRU\�ZKHUH�
WKLUG� SDUW\� JXDUDQWHHV� ZHUH� YDOLG� IRU� ORQJ�� XQOHVV� GHVLUHG� E\� ERWK�
VLGHV��DV�LV�WKH�SUHVHQW�FDVH�EHWZHHQ�(J\SW�DQG�,VUDHO��8QWLO�ZKHQ"�

����‡:K\�LQVLVW�RQ�GHWHUUHQFH�DQG�ZDU�WDON�LI�\RX�VLJQ�SHDFH"·�
7KH� IDFWV� DUH� WKDW� PRVW� ZDUV� VWDUWHG� IURP� D� ‡FRQWUDFWHG� SHDFH·�
VLWXDWLRQ��7R�LOOXVWUDWH��
7KH� WZR� :RUOG� :DUV� RI� WKH� FHQWXU\� GLG�� 7KH� ����� 1D]L� VXUSULVH�
DWWDFN� DJDLQVW� WKH� 6RYLHW� 8QLRQ� VWDUWHG� WUDPSOLQJ� RQ� D� ‡7UHDW\� RI�
$OOLDQFH·� �QRW� ‡RQO\·� SHDFH��� L�H��� WKH� 0RORWRY�5LEHQWURSS� SDFW� RI�
������
,UDT¶V�WHQVLRQV�ZLWK�,UDQ�ZHUH�UHOLHYHG�E\�D�ILYH�\HDU�QHJRWLDWHG�SHDFH�
WUHDW\�VLJQHG�LQ�������,Q�������WKH�,UDTLV�ODXQFKHG�DQ�HLJKW�\HDU�ZDU�
DJDLQVW� ,UDQ� ZKHUH� RYHU� RQH� PLOOLRQ� SHRSOH� ORVW� WKHLU� OLYHV� DQG�
EDOOLVWLF�PLVVLOHV��DV�ZHOO�DV�FKHPLFDO�ZHDSRQV��ZHUH�XVHG��
%HWZHHQ� ,UDT� DQG� .XZDLW�� WKHUH� ZHUH� WRQV� RI� DJUHHPHQWV�� .XZDLW�
VDYHG�,UDT�GXULQJ�LWV�,UDQLDQ�ZDU�E\�SURYLGLQJ�D�E\SDVV�WR�WKH�,UDQLDQ�
KHOG�RQO\�QDYLJDEOH�DFFHVV�WR�,UDT��6R�ZKDW"�
6\ULD�VLJQHG�DQ�$UPLVWLFH�3DFW�SRLQWLQJ�WR�SHDFH�ZLWK�,VUDHO�LQ�������
,W� VWDUWHG� VKRRWLQJ� WKH� IROORZLQJ� GD\� –� FRQWLQXRXVO\� EHWZHHQ� �����
DQG�������EUHDNLQJ�RYHU�����FHDVH�ILUHV�LW�VLJQHG��XVLQJ�WKH�*RODQ�DV�
D�ODXQFKLQJ�SDG��
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6\ULD¶V�‡UHOLDEOH·�W\UDQW��$VVDG��VLJQHG�WKUHH�DJUHHPHQWV�WR�ZLWKGUDZ�
IURP�/HEDQRQ��ZKLFK�KH�QHYHU�DWWHPSWHG�WR�KRQRU��
7KLV� LV� ZK\� RQH� VKRXOG� LQVLVW� RQ� GHWHUUHQFH� DQG�� DV� WKH� ROG� DQG�
PLOLWDULO\�ZLVH�5RPDQV�XVHG�WR�VD\��‡6L�YLV�SDFHP��SDUH�EHOOXP·��

����‡7RGD\¶V� WHFKQRORJ\��HVSHFLDOO\�HOHFWURQLFV��SURYLGH�VDIH�VXEVWLWXWHV�
IRU�WKH�*RODQ�·�
$V� D� IRUPHU� +HDG� RI� $)� 2SHUDWLRQDO� 5HTXLUHPHQWV�� D� 0HPEHU� RI�
5$3+$(/� �$UPDPHQW� ’HYHORSPHQW� $XWKRULW\�� $GYLVRU\� %RDUG�
XQWLO� ������ HWF��� PD\� ,� VXJJHVW� WKDW� ,� DJUHH� ZLWK� *HQHUDO� $PQRQ�
/LSNLQ�6KDNDN¶V�VWDWHPHQW�DV�&KLHI�RI�WKH�*HQHUDO�6WDII�LQ�’HFHPEHU�
����� WKDW�� ‡7KHUH� LV� QR� PLOLWDU\� VXEVWLWXWH� IRU� WKH� *RODQ��
WHFKQRORJLFDO�RU�RWKHU�·�
$V� WKH� *XOI� :DU� DQG� .RVRYR� SURYHG�� WKH� PRUH� GDWD� OLQNV� DQG�
FRPSXWHUV�RQH�KDV�WR�XVH�IRU�D�FHUWDLQ�PLVVLRQ��WKH�PRUH�SURQH�KH�LV�
WR� HQHP\� LQWHUIHUHQFH�ZLWK� LQSXWV� RI� GLVLQIRUPDWLRQ� DQG�ZDJLQJ� RI�
FRPSXWHU� ZDUIDUH�� 7KH� ‡VKHOI� OLIH·� RI� (OHFWURQLF� :DUIDUH� �(:��
DUVHQDOV� LV�VLPLODU� WR� WKDW�RI�D�3&�FRPSXWHU��7KHUH�LV�QR�VXEVWLWXWH�
IRU�WKH�FRPSDQ\�RU�EDWWDOLRQ�FRPPDQGHU¶V�KROG�RQ�KLV�RZQ�KLOO��
+LJK�JURXQG�SURYLGHV�IRU�GHIHQVH��IRU�FRPPXQLFDWLRQ�DQG�FRQWURO��IRU�
YLVXDO� DQG� RSWLFDO�� LQFOXGLQJ� LQIUD�UHG�� HQKDQFHG� REVHUYDWLRQ�� IRU�
UDGDU��IRU�VLJQDOV�LQWHUFHSWLRQ�DQG�PRVW�LPSRUWDQW��ZKHQ�WKH�$LU�)RUFH�
PD\� EH� DZD\� ILJKWLQJ� PLVVLOHV�� IRU� ‡ORRN�GRZQ� VKRRW�GRZQ·� DQWL�
DLUFUDIW� PLVVLOH� EDWWHULHV�� 7KHUH� DUH� KDUGO\� DQ\� YDOLG� VXEVWLWXWHV� IRU�
WKHVH�DERDUG�DLUFUDIW�KXQGUHGV�RI�PLOHV�DZD\��‡SODWIRUPV·�WKDW�UHTXLUH�
SURWHFWLRQ� WKHPVHOYHV� DQG� ZKRVH� GDWD� OLQNV� DQG� QXPHURXV� VWHSV� WR�
UHDFK�WKH�EDWWDOLRQ�DUH�SHQHWUDEOH���

����‡:H�DUH�VWURQJ�HQRXJK�WR�GHWHU�DQG�UHDFW��LI�QHFHVVDU\�·�
1RW�LI�\RX�DUH�ORVLQJ�\RXU�KLJK�JURXQG��HVSHFLDOO\�RQ�WKH�*RODQ�ZKHUH�
QRW� RQO\� 6\ULD�� EXW� DOVR� ,UDT� DQG� -RUGDQ�� KDYH� LQ� WKH� SDVW�� PDGH�
FRQWDFW�ZLWK�XV�DW�FORVH�TXDUWHUV��5HPHPEHU��������WDQNV�LQ�7HO�$YLY�
DUH� HLWKHU� D� SDUDGH� RU� D� WDUJHW��’HSOR\HG� LQ� DGHTXDWH� WRSRJUDSKLFDO�
FRQGLWLRQV��WKH\�DUH�D�IRUPLGDEOH�IRUFH��

����‡7R�GHWHU��OHW¶V�WDNH�WKH�QXNHV�RXW�RI�WKH�FORVHW�·��$VVXPLQJ�WKDW�WKH\�
DUH�WKHUH���
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1XNHV� ZRXOG� EH� D� ZRUVW� SRVVLEOH� VROXWLRQ�� &KDQJLQJ� WKH� SUHVHQW�
VLWXDWLRQ� ZRXOG� PHDQ� OHJLWLPL]DWLRQ� RI� WKH� QXFOHDUL]DWLRQ� RI� WKH�
0LGGOH�(DVW��:LWK� WKH� UDWLRV� DQG� UHODWLRQVKLSV� LQYROYHG�� DOO� FRQIOLFW�
ZLWK� 6\ULD�ZLOO� WXUQ� LQWR� D� JHQHUDO� QXFOHDU�ZDU� LQ� WKH�0LGGOH� (DVW��
ZKHUH�D������,VUDHOL�VXSHULRULW\�LV�UHTXLUHG�IRU�D�‡6DPVRQ¶V�&KRLFH·��
:LWK�LWV�PLFUR�PLQLDWXUH�DUHD�WKDW�PD\�EH�GHYDVWDWHG�E\�����QXFOHDU�
GHYLFHV�� LWV� DULG� DUHD� RSHQ� WR� VDWHOOLWH� VS\LQJ� DQG� VXUYHLOODQFH� WKDW�
SHUPLWV� QR� VLWLQJ� RI� D� UHOLDEOH� VHFRQG� VWULNH� FDSDELOLW\� ZLWKLQ� LWV�
ERUGHUV��,VUDHO�LV�DW�D�WRWDO�GLVDGYDQWDJH�LQ�QXFOHDU�FRQIURQWDWLRQ�DQG�
VKRXOG�GR�LWV�EHVW�WR�DYRLG�VXFK�D�VLWXDWLRQ�UDWKHU�WKHQ�SURPRWH�LW��7KH�
VXJJHVWLRQ�RI�‡OHW¶V�VLJQ�SHDFH�EHIRUH�WKH\�KDYH�QXNHV�·�LV�DEVROXWHO\�
XQUHDOLVWLF�� ,UDT� DQG� ,UDQ�� DQG� SRVVLEO\� RWKHUV�� DWWHPSW� WR� DFTXLUH�
QXFOHDU�DUPV�IRU�WKH�UHDVRQ�RI�KHJHPRQ\��L�H���FRQWURO�RI�WKH�0�(��RLO��
8QIRUWXQDWHO\��D�TXHVW�IRU�KHJHPRQ\�LV�VXSSRVHG�WR�EH�OHJLWLPDWH�LI��
OLNH�WKH�,UDTL�VFXGV��LW�LV�XVHG�WR�WKUHDWHQ�,VUDHO��$UDE�QXFOHDU�HIIRUWV�
GR�QRW�GHSHQG�RQ�,VUDHO¶V�SHDFH�HIIRUWV��
7KHUH�LV�D�UHDVRQ�IRU�GHHS�FRQFHUQ�ZKHQ�WKH�‡SURWDJRQLVWV�RI�SHDFH·��
86��,VUDHOLV�RU�RWKHUV��RIIHU�KROORZ�VXEVWLWXWHV�IRU�DQ�DQVZHU��

�
��� 7KH�4XHVWLRQ�RI�/HJLWLPDF\�

����$FFRUGLQJ� WR� WKH� $OOLHG�0LGGOH� (DVW� SDUWLWLRQ� RI� WKH� 2WWRPDQ� �QRW�
$UDE��(PSLUH�DW�WKH�HQG�RI�WKH�)LUVW�:RUOG�:DU��3DOHVWLQH��LQFOXGLQJ�
WKH�*RODQ�+HLJKWV��ZHUH�VXEMHFWHG�WR�WKH�%ULWLVK�0DQGDWH�ZKLFK�ZDV�
WR�EH�LQVWUXPHQWDO�LQ�FUHDWLQJ�D�-HZLVK�1DWLRQDO�+RPH��7KDW�ZDV�WKH�
LQWHUQDWLRQDO� WUHQG� WKDW� FUHDWHG� /DWYLD�� /LWKXDQLD�� (VWRQLD�� )LQODQG��
&]HFKRVORYDNLD�� UHFUHDWHG� 3RODQG�� HWF�� �DV� VWDWHV�� QRW� DV� ‡IX]]\·�
KRPHODQGV���
7UDQV�-RUGDQ��WRGD\¶V�-RUGDQ��ZDV�WRUQ�RII�WKH�0DQGDWH�E\�WKH�%ULWLVK�
LQ� ����� WR� VDWLVI\� %ULWLVK� ,PSHULDO� LQWHUHVWV�� L�H��� UHJDUGOHVV� RI�
‡QDWLYHV¶·� LQSXWV��7KH�*RODQ�+HLJKWV�ZHUH� VHSDUDWHG� IURP�3DOHVWLQH�
DQG�RIIHUHG� WR� WKH�)UHQFK�0DQGDWH�RI�6\ULD�� VHHPLQJO\� LQ�H[FKDQJH�
IRU�VRPH�DUHDV�LQ�1RUWKHUQ�,UDT�WKDW�ZHUH�WUDQVIHUUHG�E\�WKH�)UHQFK�WR�
WKH�%ULWLVK��RLO���-HZLVK�KLVWRU\�DQG�VHFXULW\�WKDW�VXJJHVWHG��LQ�WKH�ILUVW�
SODFH��WKDW�WKH�*RODQ�EH�SDUW�RI�WKH�0DQGDWH�ZHUH�GLVFDUGHG�WR�VDWLVI\�
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LPSHULDO�PDQLSXODWLRQV��7KHUH�QHYHU�ZDV� D� ‡VDFUHG·� IXVLRQ�EHWZHHQ�
6\ULD�DQG�WKH�*RODQ��

����7KH�81�SDUWLWLRQ�SODQ�RI�1RYHPEHU� ����� �5HVROXWLRQ������KDV�QRW�
EHHQ� DFFHSWHG� E\� WKH� $UDEV� ZKR� ZDJHG� ZDU� ZLWK� ,VUDHO� DQG� ORVW�
�H[FHSW�6\ULD�ZKLFK�JDLQHG�VRPH�JURXQG���7KHUHIRUH��5HVROXWLRQ�����
LV� DV� JRRG� DV� GHDG�� VXSHUVHGHG� E\� WKH� UHVXOWV� RI� WKH� ZDU�� �6\ULD�
DIILUPV� WKDW� $VVDG� UHTXHVWV� ,VUDHO� WR� ZLWKGUDZ� WR� WKH� -XQH� ��� �����
OLQHV�ZKLFK�DUH�QRW�WKH�‡����OLQHV·���

����$OO�$UDE�FRXQWULHV��ZLWK� WKH�H[FHSWLRQ�RI� ,UDT��WKDW�KDV�QR�FRPPRQ�
ERUGHU� ZLWK� ,VUDHO��� VLJQHG� WKH� 5KRGHV�� 81� VSRQVRUHG� $UPLVWLFH�
$JUHHPHQWV�RI�������7KH�DJUHHPHQWV��XQOLPLWHG� LQ� WLPH�� VWDWHG� WKDW�
WKH\� DUH� DQ� LQWURGXFWLRQ� WR� SHDFH�� �-RUGDQ� DFWHG� IRU� WKH� $UDE�
3DOHVWLQLDQV��� $OO� $UDE� FRXQWULHV� UHQHJHG� RQ� DOO� RI� WKH� $UPLVWLFH�
$JUHHPHQWV��

����,Q� IODJUDQW� GLVUHJDUG� RI� WKH� $UPLVWLFH�� 6\ULD� VWDUWHG� D� FRQWLQXRXV�
GLVUXSWLRQ�RI� OLIH� RQ� WKH� ,VUDHOL� VLGH�RI� LWV� ERUGHU�E\� ILULQJ� DUWLOOHU\��
PLQLQJ�DQG�UDLGLQJ�WKH�,VUDHOL�VLGH�PRUH�WKDQ�����WLPHV�EHWZHHQ������
DQG�������,Q�������D�6\ULDQ�LQFXUVLRQ�ODXQFKHG�IURP�WKH�*RODQ�ZHQW�
DV� IDU�ZHVW�DV� WR� WKUHDWHQ� WKH�7LEHULDV�5RVK�3LQD� URDG�� ,VUDHO�KDG� WR�
XVH�WKH�$LU�)RUFH�WR�HMHFW�WKHP��7KHQ�6\ULD�RFFXSLHG�WKH�(O�+DPPD�
6SULQJV�LQ�WKH�*RODQ�ZKLFK�,VUDHO�KDG�WR�HYDFXDWH�XQGHU�SUHVVXUH��,Q�
������6\ULD�DWWHPSWHG�WR�GLYHUW�WKH�-RUGDQ�5LYHU�VRXUFHV�WKDW�ZHUH�LQ�
LWV� DUHD�� EXW� ZKRVH� ZDWHUV� ZHUH�� DFFRUGLQJ� WR� WKH� $UPLVWLFH�� WR� EH�
XVHG� E\� ,VUDHO�� 7KH� ‡:DWHU� :DU·� UHVXOWHG�� ZLWK� WKH� 6\ULDQV� EHLQJ�
SUHYHQWHG� E\� IRUFH� IURP� GLYHUWLQJ� WKH� -RUGDQ� WKURXJK� WKH� *RODQ�
+HLJKWV��WR�EH�ZDVWHG��GH�IDFWR���$�VHULHV�RI�FODVKHV��LQFOXGLQJ�PDMRU�
DLU�EDWWOHV��UHVXOWHG��

����,Q�������6\ULD�MRLQHG�(J\SW�DQG�-RUGDQ�LQ�DQ�RSHQO\�GHFODUHG�DWWHPSW�
WR�DQQLKLODWH�WKH�6WDWH�RI�,VUDHO��ZLWK�6RYLHW�VXSSRUW���ZKLOH�WKH�:HVW�
VWHSSHG� DVLGH� LQ� WKH� EHVW� 0XQLFK� ������� IDVKLRQ�� $OO� SDSHU�
DJUHHPHQWV� VLJQHG� SULRU� WR� -XQH� ����� ZHUH� WKXV� DQQXOOHG� E\� WKH�
HUXSWLQJ� ZDU� DV� ZHUH�� IRU� LQVWDQFH�� WKH� 9HUVDLOOHV� RU� %UHVW�/LWRZVN�
WUHDWLHV��HWF��
,Q� WKH� 6L[� ’D\� :DU� RI� -XQH� ������ ,VUDHO� DFKLHYHG� ZKDW� ZDV�
FRQVLGHUHG�D�‡PLVVLRQ�LPSRVVLEOH·�E\�WKH�$UDEV�DQG�E\�WKH�ZRUOG�DW�
ODUJH��DQG�WRRN�WKH�HYHU�WKUHDWHQLQJ�*RODQ�+HLJKWV��
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7KH� ��� \HDU� XQLQWHUUXSWHG� 6\ULDQ�ZDUOLNH� DFWV� FDUULHG� RXW� IURP� WKH�
*RODQ�+HLJKWV� LQ� EUHDFK� RI� WKH�$UPLVWLFH� DQG� ���� ‡FHDVH� ILUHV·�� LQ�
IDFH� RI� WKH� FLYLOL]HG�ZRUOG¶V� LQGLIIHUHQFH�� DUH� D� GH�OHJLWLPL]DWLRQ� RI�
6\ULDQ�UXOH�RYHU�WKH�*RODQ�DQG�D�OHJLWLPDWH�UHDVRQ�IRU�,VUDHO�NHHSLQJ�
LW��7KH�LQWHUQDWLRQDO�ODLVVH]�IDLUH�ZKHQ�,VUDHO�KDG�WKH�URSH�DURXQG�LWV�
QHFN��GLVTXDOLILHV�DOO�WKRVH�ZKR�SUHVHQWO\�LQVLVW�XSRQ�LWV�ZLWKGUDZDO��

����6\ULD�SRVVHVVHG�WKH�*RODQ�IRU����\HDUV��XVLQJ�LW�DV�D�VSULQJERDUG�IRU�
ZDU� DJDLQVW� ,VUDHO�� ZLWK� QR� UHDO� SHDFHIXO� GHYHORSPHQW� HQYLVDJHG��
,VUDHO� �UH�SRVVHVVHV� WKH� *RODQ� DQG� IRU� WKH� ODVW� ��� \HDUV� LW� KDV�
HQULFKHG�LW�ZLWK�D�VROLG�HFRQRP\��ZLWK�D�SHU�FDSLWD�LQFRPH�VLPLODU�WR�
WKDW�RI�(XURSH��
’HQ\LQJ� 6\ULDQV� WKH� RYHUZKHOPLQJ� WRSRJUDSKLF� VXSHULRULW\� RI� WKH�
*RODQ�DQG�GHWHUULQJ� WKH�6\ULDQV�E\� ,VUDHO¶V�SUR[LPLW\� WR�’DPDVFXV��
UHVXOWHG�LQ�UHDO�VWDELOLW\��L�H���D�‡QR�ZDU·�VLWXDWLRQ�GH�IDFWR��
8QOLNH�(DVW�3UXVVLD��6LOHVLD�DQG�RWKHU�YHU\�ODUJH�FKXQNV�RI�*HUPDQ\�
WKDW�FKDQJHG�KDQGV�ZKHQ�*HUPDQ\�ORVW�:RUOG�:DU�,,��RU�WKH�-DSDQHVH�
VXEVWDQWLDO� WHUULWRULDO� ORVV�� WKH� ZDUV� FRQVWDQWO\� LQLWLDWHG� E\� 6\ULD��
VKRXOG�FRVW�LW�RQO\�����SHUFHQW�RI�LWV�SUH�ZDUV�WHUULWRU\��WKH�*RODQ��WR�
HQVXUH�D�GXUDEOH�SHDFH��:KDW�LV�QRW�OHJLWLPDWH�DERXW�LW"�

����8QOLNH� WKH� VWDWXV�RI� -XGHD��6DPDULD� DQG�*D]D�ZLWK� WKHLU� ODUJH�$UDE�
SRSXODWLRQV�� WKH�*RODQ�+HLJKWV��ZLWK� QR�$UDE� SRSXODWLRQ�� KDV� EHHQ�
OHJDOO\�DQQH[HG�E\�,VUDHO��$Q�,VUDHOL�OHJDO�GLVSRVLQJ�RI�LWV�VRYHUHLJQW\�
RYHU� WKH� *RODQ� ZLOO� FHUWDLQO\� SURYLGH� D� OHJLWLPDWH� SUHFHGHQW� ZLWK�
UHJDUG� WR� RWKHU� DUHDV� WKDW� ZHUH� DFFHSWHG� ZRUOGZLGH�� LQFOXGLQJ� WKH�
$UDE� ZRUOG�� DV� ,VUDHOL� DOWKRXJK� WKH\� DUH� VLWXDWHG� RXWVLGH� WKH� PDS�
GUDZQ�E\�81�5HVROXWLRQ�����RI�������
7KH������SDUWLWLRQ�ZLOO�EH�RQ�WKH�DJHQGD�DJDLQ��ZLWK�D�IDLU�FKDQFH�WR�
UHQHZ� WKDW� ZDU� DJDLQ�� ZLWK� $UDE� ILUHSRZHU�� PRELOLW\� DQG� WHUUDLQ�
FUXVKLQJ�VXSHULRULW\��

��� &RQFOXVLRQ�
����7UDQVIHUULQJ� WKH�*RODQ�+HLJKWV� WR� 6\ULD�ZLWKLQ� WKH� IUDPHZRUN� RI� D�

‡SHDFH�RI�QR�ZDU·�ZLOO�JUDYHO\�KDUP�,VUDHO�LQ�PRUH�WKHQ�RQH�DVSHFW��,W�
PD\�HYHQ�EHFRPH�D�PRUWDO�GDQJHU��
�� ,QVWHDG� RI� WKH� UHJLRQDO� SRZHU�� WKH� DVVHW� ,VUDHO� LV� WR� WKH� :HVW��

ZKLFK� LV� IDFLQJ� D� UDLVLQJ� ,VODP�� XQFHUWDLQW\� DERXW� WKH� ILQDO�
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DIILOLDWLRQ�RI� WKH�VHYHQ�&�,�6��QRUWKHUQ�UHSXEOLFV�LQ�&HQWUDO�$VLD��
WKH� QHFHVVLW\� WR� EXWWUHVV� 7XUNLVK� UHVROYH�� D� KXJH� $UDE�,VODPLF�
FRQYHQWLRQDO� DQG� PDVV� GHVWUXFWLRQ� DUPV� EXLOG� XS�� ZRUOG�ZLGH�
,VODPLF� WHUURULVP� IURP� &KLQD� WR� &KHFKQL\D� DQG� IURP� 3DULV� WR�
3DNLVWDQ�DQG�SUREDEOH�5XVVLDQ�UHYLVLRQLVP��,VUDHO�ZLOO�WXUQ�LQWR�D�
OLDELOLW\� DQG� EH� WUHDWHG� OLNH� RQH��1RERG\� EHWV� RQ� D� G\LQJ� KRUVH�
PRUH�WKDQ�RQ�D�GHDG�RQH��

�� 7KH� FRVWV� RI� WKH� RSHUDWLRQ�� DVVHVVHG� E\� WKH� ZULWHU� WR� EH� LQ� WKH�
RUGHU�RI� �PRUH� WKDQ������ELOOLRQ��SOXV�DERXW����ELOOLRQ�D�\HDU� WR�
HQVXUH� UHDGLQHVV� IRU� DV� ORQJ� DV� RQH� IRUHVHHV�� KDYH� QRW� EHHQ�
VHULRXVO\� FRQVLGHUHG� E\� WKH� ‡SHDFHPDNHUV·�� ZKR� DFFHSWHG� WKH�
DPRXQW�DV�DQ�RUGHU�RI�PDJQLWXGH��:KR�ZLOO�EHDU�WKH�FRVWV"�

,I� LW� LV� WKH�86�� LW�ZLOO�EH�D� WRXJK�SUREOHP�IRU� WKH�&RQJUHVV��D�UDWKHU�
VWUDQJH� RFFXUUHQFH�� WR� KDYH� WKH� 86� SD\� VXFK� D� VXP� LQ� RUGHU� WR�
GRZQJUDGH� LWV� WUDGLWLRQDO�� XQFRQGLWLRQDO�� GHPRFUDWLF� DOO\� IURP� DQ�
DVVHW� LQWR� D� OLDELOLW\�� DQ� LQYDOLG� DW� WKH� PHUF\� RI� VRPH� RI� WKH� PRVW�
EDFNZDUG�W\UDQWV��
,I� ,VUDHO� ZLOO� KDYH� WR� IRRW� WKH� ELOO�� WKH� GUDLQ� RQ� LWV� HFRQRP\� ZLOO�
EHFRPH� RYHUZKHOPLQJ�� WKH� UHVXOW� EHLQJ� WKH� FRXQWU\¶V� HFRQRPLF�
VWDJQDWLRQ� DQG��PD\EH�� SDUDO\VLV�ZLWK� DOO� WKDW� EHDUV� RQ� LWV� VHFXULW\��
*XHVV�ZKR�ZLOO�EH�DVNHG�WR�EDLO�LW�RXW"�
,I� WKH�SHDFH�ZLWK�(J\SW�ZLOO� VHUYH� DV� D�PRGHO��PRUH�ELOOLRQV�RI�86�
GROODUV�ZLOO�KDYH�WR�EH�VSHQW�RQ�6\ULDQ�DUPHG�IRUFHV¶�PRGHUQL]DWLRQ��
DQ�DGGLWLRQDO�WKUHDW�WR�,VUDHO��
�� 7KH�FRQFHUQV�PHQWLRQHG�DERYH�DQG� WKRVH�ZKLFK�ZHUH�QRW�� OHDYH�

DEVROXWHO\� QR� URRP� IRU� HUURU�� (LWKHU� $VVDG� DQG� KLV� VXFFHVVRU�
EHKDYH�WKH�ZD\�WKH\�DUH�VXSSRVHG�WR�E\�WKH�,VUDHOL�SHDFHPDNHUV��
RU� D� GHYDVWDWLQJ� FRVWO\� ZDU� ZLOO� HQVXH�� ZLWK� ,VUDHO� DW� D� WHUULEOH�
GLVDGYDQWDJH���

�� 7UDGLQJ� �OHW¶V� IDFH� LW�� WKH�*RODQ�+HLJKWV� IRU� D� W\UDQW¶V� SLHFH� RI�
SDSHU� EDFNHG� E\�PDNHVKLIW� FROODWHUDOV� WKDW� QHYHU�ZRUNHG� LQ� WKH�
SDVW��WKHUHE\�RSHQLQJ��DV�*XU�VDLG��,VUDHO¶V�(DVWHUQ��PRVW�VHQVLWLYH�
IODQN� WR� D� SRWHQWLDO� DWWDFN� E\� D� 6\ULDQ�,UDTL� DOOLDQFH� �DQG�� LQ�
GLIIHUHQW� FLUFXPVWDQFHV�� ZLWK� -RUGDQ� DQG� WKH� 3DOHVWLQLDQ� HQWLW\�
SDUWLFLSDWLRQ���ZLOO�EH�UHPHPEHUHG�LQ�KLVWRU\�DV�RQH�RI�WKH�PDMRU�
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EOXQGHUV� RI� WKH� -HZLVK� SHRSOH�� VRPHWKLQJ� OLNH� 0DVVDULN¶V� DQG�
%HQpV¶� DFFHSWDQFH� RI� WKH� &KDPEHUODLQ�+LWOHU� 0XQLFK� GLFWDWH�
�ZLWK�QR�GLVUHVSHFW�IRU�3UHVLGHQW�&OLQWRQ���

�� 6SHDNLQJ�RQ�WKH�,VUDHOL�UDGLR�RQ�-DQXDU\����������DW�DERXW��������
3URIHVVRU� ,WDPDU� 5DELQRZLW]�� IRUPHU� ,VUDHOL� $PEDVVDGRU� WR� WKH�
86� DQG� RQH� RI� WKH� ‡DUFKLWHFWV� RI� SHDFH·�� FRPPHQWHG� RQ� WKH�
6KHSKHUGVWRZQ�� :HVW� 9LUJLQLD� WDONV�� H[SODLQLQJ� WKDW� WKH�
GLIILFXOWLHV� UDLVH� IURP� WKH� DV\PPHWU\� EHWZHHQ� WKH� GHPRFUDWLF�
,VUDHOL�WHDP�DQG�WKH�6\ULDQ�WHDP�DSSRLQWHG�E\�LWV�GLFWDWRU��$VVDG��
ZKR� KDV� QR� LQWHQWLRQ� RI� DFWLYHO\� SDUWLFLSDWLQJ� XQWLO� D� SRVLWLYH�
DJUHHPHQW�KDV�EHHQ�FRQFOXGHG��‡7KLV·�KH�VDLG��‡LV�ZK\�ZH�KDYH�
WR�EH�PRUH�DFFRPPRGDWLQJ�WKDQ�LQ�QRUPDO�QHJRWLDWLRQV�·��4XRWHG�
IURP� PHPRU\��� ,� ZRQGHU� ZKHWKHU� 5DELQRZLW]� OHDUQHG�
&KDPEHUODLQ¶V�UHDVRQLQJ�E\�KHDUW��

����6RPH�H[DPSOHV��
�� /HW�LW�EH�NQRZQ�WKDW��SOD\LQJ�ELJ��SROLWLFLDQV�DQG�*HQHUDOV�PDNH�

ELJ�PLVWDNHV��
�� 7KH� )UHQFK� DQG� %ULWLVK� JRYHUQPHQWV� ZHUH� PLVWDNHQ� ZKHQ�

WROHUDWLQJ�+LWOHU¶V�PDOIHDVDQFH��VWDUWLQJ�ZLWK�WKH�RFFXSDWLRQ�RI�WKH�
5XKU�LQ�������:HUH�WKH\��WKHQ�WKH\�KDG�WKH�FDSDELOLW\��WR�UHDFW�E\�
IRUFH��WKHUH�ZRXOG�SUREDEO\�QRW�KDYH�EHHQ�D�:RUOG�:DU�,,��

�� 7KH�86�SROLWLFLDQV�DQG�DUPHG�IRUFHV�PLVUHDG� WKH�-DSDQHVH��ZLWK�
WKH� UHVXOWLQJ� ERPELQJ� RI� 3HDUO� +DUERU�� %XW� 3HDUO� +DUERU� ZDV�
WKRXVDQGV�RI�PLOHV�DZD\�IURP�:DVKLQJWRQ��

�� 6WDOLQ�WUXVWHG�+LWOHU¶V�IULHQGVKLS�����LQ�������7ZHQW\�WKUHH�PLOOLRQ�
6RYLHWV�ORVW�WKHLU�OLYHV��6RPH�VD\����PLOOLRQ��

�� +LWOHU� ZDV� FHUWDLQ� KH� ZRXOG� ZLQ� WKH� ZDU�� 2YHU� ��� PLOOLRQ�
*HUPDQV�ZHUH�NLOOHG�DQG�*HUPDQ\�ZDV�GLVPHPEHUHG��

�� %HQ�*XULRQ� ZDV� FHUWDLQ� WKDW� WKH� ����� $UPLVWLFH� ZRXOG� EULQJ�
SHDFH��(J\SW�DQG�6\ULD�WDXJKW�KLP�KH�ZDV�ZURQJ��

�� 7KH�86�GHQLHG�WKH�)UHQFK�‡,PSHULDOLVWV·�WKH�DLUFUDIW�WKH\�QHHGHG�
WR�WLOW�WKH�DQWL�FRPPXQLVW�ZDU�LQ�WKHLU�IDYRU�LQ�9LHWQDP�GXULQJ�WKH�
ODWH�����V�DQG�HDUO\�����V��’LHQ�%LHQ�3KX���7KH�86�UHSODFHG�WKH�
)UHQFK� DQG� ORVW� WKH� 9LHWQDP�:DU� VKDPHIXOO\�� ZLWK� WKH� 6RYLHWV�
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WDNLQJ�RQH�ELJ�VWHS�IXUWKHU�LQ�WKH�IUHH�ZRUOG��9LHWQDP�ZDV�KDOI�WKH�
ZRUOG�DZD\�IURP�WKH�86��\HW�LWV�ORQJ�VKDGRZ�LV�VWLOO�GDUNHQLQJ�LWV�
VNLHV�DQG�MXGJPHQW��

�� *HQHUDOV�=HLUD��&KLHI�RI�,VUDHOL�0LOLWDU\�,QWHOOLJHQFH��DQG�’D\DQ�
�KLV� PHQWRU� DQG� 0LQLVWHU� RI� ’HIHQVH�� ZHUH� FHUWDLQ�� LQ� 2FWREHU�
������WKDW�ZDU�ZRXOG�QRW�EUHDN�RXW�LQ�VSLWH�RI�0RVVDG�DQG�RWKHU�
ZDUQLQJV��LQFOXGLQJ�.LQJ�+XVVHLQ¶V�� LW� LV�VDLG���7KH\�FDUULHG�WKH�
GD\� LQ� WKH�JRYHUQPHQW�� UHVHUYHV�ZHUH�QRW�PRELOL]HG� LQ� WLPH�DQG�
QR�SUHHPSWLRQ�UHTXHVWHG�E\�WKH�,VUDHOL�$LU�)RUFH�ZDV�DXWKRUL]HG��

8QOLNH�9LHWQDP��WKLV�ZDV�RQ�KRPH¶V�GRRUVWHS��,VUDHO�ORVW�DERXW�������
PHQ��D�86�HTXLYDOHQW�RI����������LQ�WKH�IHZ�GD\V�UHTXLUHG�WR�UHGUHVV�
WKH� VLWXDWLRQ�DQG� WR�ZLQ� WKH�ELJJHVW�DUPRU�EDWWOH� WKH�ZRUOG�KDV�HYHU�
VHHQ����EXW�LW�ORVW�WKH�ZDU�RQ�WKH�KRPH�DQG�GLSORPDWLF�IURQWV��

����7KH� ‡PRUDO� RI� WKH� VWRU\·� LV� WKDW� QRW� XQOLNH� WKH� ROG� :HVWHUQ�
LQWHOOHFWXDOV¶� FRPPXQLVW� V\PSDWKLHV�� ZLWK� ZULWHUV� DQG� SKLORVRSKHUV�
�6DUWUH�� KHDGLQJ� WKH� FURZG�� WRGD\¶V� OLEHUDOV�� PRUDOLVWV�� DUWLVWV��
SHDFHQLNV�� DQG� ‡JUHHQV·� �DQG� \HOORZV��� WKH� ZRUOG� RYHU� KDYH� MRLQHG�
KDQGV� WR� SURWHFW� WKH� ‡GHDU·� $UDE� W\UDQWV� DQG� KHOS� WKHP� UHFRYHU�
JURXQG�ORVW�WR�‡EDG·�GHPRFUDWLF�,VUDHO�LQ�ZDUV�RI�DJJUHVVLRQ���
7KLV� GHOD\HG�� RXW� RI� SODFH�� 9LHWQDP� KDQJRYHU� �IORZHU� SRZHU"��
IL[DWLRQ� LV� DQ� HDVLO\� GLJHVWHG�� SROLWLFDOO\� SDODWDEOH�� SRSXOLVW�� VKRUW�
OLYHG�DFW�HDV\�WR�VHOO��KHQFH�DGRSWHG�E\�‡SUDJPDWLF·�SROLWLFRV�DQG�WKH�
XELTXLWRXV�PHGLD��/HW�XV�RQO\�KRSH�WKDW�WKH�,VUDHOL�SXEOLF�DQG�WKH�86�
&RQJUHVV� DQG� SHRSOH� ZLOO� UHIXVH� WR� EH� FDUULHG� DZD\� E\� GLFWDWRUV¶�
YDJXH�SURPLVHV��
,Q�D�QXWVKHOO��,VUDHO�LV�WRUQ�EHWZHHQ�WKH�‡SHDFH�ULJKW�QRZ·�RSWLRQV�SXW�
IRUWK�E\�WKRVH�ZKR�DFFHSW�WDNLQJ�D��H[LVWHQWLDOLVW��ULVN�JDPEOH�WLHG�WR�
D� YHU\� ORZ�SUREDELOLW\� RI� VXFFHVV� LQ� WKH� KRSH� RI� KLWWLQJ� WKH� �SHDFH��
MDFNSRW� DQG�� WKH� VHGDWH�� FDUHIXO�� VNHSWLFDO� DSSURDFK� WKDW� KLVWRU\�
ZDUUDQWV��
$IWHU�DOO��WKH�‡ZLQGRZ�RI�RSSRUWXQLW\·�KDV�EHHQ�RSHQ�IRU�WKH�ODVW�QLQH�
\HDUV�DQG��DQ\ZD\��LW�WXUQV�RXW�WKDW�LW�KDV�QR�SDQH��
&OLQWRQ¶V�DQG�$VVDG¶V�VW\OH�LQ�VWHSSLQJ�RII�WKH�VWDJH�RI�KLVWRU\�VKRXOG�
QRW�SUHMXGLFH�WKH�IDWH�RI�,VUDHO¶V�UHFRYHU\�IURP�WKH�DVKHV�RI�WKH�UHFHQW�
SDVW��
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/HW� XV� KRSH� WKDW� 3UHVLGHQW�&OLQWRQ�� ‡WKH� ORFRPRWLYH� RI� SHDFH·��ZLOO�
UHDOL]H� WKDW� KH� LV� DERXW� WR� FRPPLW� D� YHU\� FRVWO\� PLVWDNH�� JUDYHO\�
HQGDQJHULQJ� ,VUDHO¶V� H[LVWHQFH� DW� D� FKDUJH� WR� EH� FDUULHG� E\� WKH� 86�
WD[SD\HU��
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�
6\ULD¶V�’HIHQVH�([SHQGLWXUHV�

$Q\� FXUVRU\� H[DPLQDWLRQ� RI� 6\ULD¶V� PLOLWDU\� VWUHQJWK� UHIOHFWV� WKDW�
WUDGLWLRQDO� VRXUFHV� RI� PLOLWDU\� H[SHQGLWXUHV� LQIRUPDWLRQ� DUH� YDVWO\�
XQGHUHVWLPDWLQJ�WKH�DPRXQW�RI�UHVRXUFHV�WKDW�6\ULD�LV�GHYRWLQJ�WR�WKH�EXLOG�
XS�DQG�GHYHORSPHQW�RI�LWV�PLOLWDU\��$FFXUDWHO\�GHWHUPLQLQJ�6\ULD¶V�PLOLWDU\�
H[SHQGLWXUHV��JLYHQ�LWV�FORVHG�VRFLHW\�DQG�GLFWDWRULDO�UHJLPH��LV�DQ�H[WUHPHO\�
FKDOOHQJLQJ� WDVN��+RZHYHU��JLYHQ� WKH� UHODWLYH� DYDLODELOLW\� DQG� UHOLDELOLW\�RI�
RSHQ�VRXUFHV�LQ�WKH�:HVW��LW�LV�SRVVLEOH�WR�REWDLQ�JHQHUDO�LQIRUPDWLRQ�RQ�WKH�
2SHUDWLRQDO�DQG�0DLQWHQDQFH��2	0��FRVWV�LQFXUUHG�LQ�WUDLQLQJ��ILHOGLQJ��DQG�
PDLQWDLQLQJ�YDULRXV�PLOLWDU\�XQLWV����

:KLOH� WKLV�DQDO\VLV� LV�IDU�IURP�SUHFLVH��JLYHQ�WKH�HQRUPRXV�FXOWXUDO�DQG�
SROLWLFDO� GLVFUHSDQFLHV� WKDW� ZRXOG� UHVXOW� LQ� GHYLDWLRQV� LQ� DPRXQWV� GHYRWHG�
WRZDUG� PDLQWHQDQFH� DQG� WUDLQLQJ�� LW� LV� IDU� PRUH� DFFXUDWH� WKDQ� UHO\LQJ� RQ�
WUDGLWLRQDO� VRXUFHV� RI� PLOLWDU\� H[SHQGLWXUHV� LQIRUPDWLRQ�� 0RUHRYHU�� LW� LV�
LPSRUWDQW� WR� QRWH� WKDW� WKH� FRVWV� WR� D� WKLUG�ZRUOG� FRXQWU\� WR� PDLQWDLQ�
HTXLSPHQW� PD\� DFWXDOO\� EH� LQFUHPHQWDOO\� KLJKHU� VLQFH� PDQ\� VXFK�
FRPSRQHQWV� DUH� VXEMHFW� WR� D�P\ULDG�RI� DGGLWLRQDO� LPSRUWLQJ�� VKLSSLQJ�� DQG�
GLVWULEXWLRQ�FRVWV���
�
$UP\��

6\ULDQ� JURXQG� IRUFHV� FRQVLVW� RI� ��� GLYLVLRQV� WKDW� LQFOXGH�� VL[� DUPRUHG�
GLYLVLRQV��WKUHH�PHFKDQL]HG�GLYLVLRQV��D�5HSXEOLFDQ�*XDUGV�’LYLVLRQ��DQG�D�
6SHFLDO�)RUFHV�’LYLVLRQ��7KH�6\ULDQ�,�&RUSV�LV�GHSOR\HG�LQ�WKH�*RODQ�UHJLRQ�
DQG�FRQVLVWV�RI� WKH��VW���UG��DQG��WK�DUPRUHG�GLYLVLRQV�DQG� WKH��WK�DQG��WK�
PHFKDQL]HG� GLYLVLRQV�� ,,� &RUSV� LV� GHSOR\HG� LQ� WKH� /HEDQRQ� UHJLRQ� DQG�



6KDZQ�3LQH�

�

���

FRQVLVWV�RI�WKH���WK�0HFKDQL]HG�’LYLVLRQ����WK�$LUERUQH�’LYLVLRQ��DQG�VHYHQ�
6SHFLDO� )RUFHV� UHJLPHQWV�� 7KH� 5HSXEOLFDQ� *XDUGV� ’LYLVLRQ� DQG� ���WK�
$UPRUHG�’LYLVLRQ�DUH�GHSOR\HG�QHDU�’DPDVFXV���6\ULD�ILHOGV�D���������PDQ�
DUP\�ZLWK�DQRWKHU���������LQ�UHVHUYH���

9LUWXDOO\�DOO�RI� WKH�HTXLSPHQW� LQ� WKHVH�GLYLVLRQV� LV�6RYLHW�PDQXIDFWXUHG�
DQG�FRQVLVWV�RI�DSSUR[LPDWHO\�������WDQNV�LQFOXGLQJ�������7���V�DQG�������
7���V��$GGLWLRQDOO\��WKH\�DOVR�GHSOR\�RYHU�������DUPRUHG�SHUVRQQHO�FDUULHUV�
LQFOXGLQJ� ������ %03��V� DQG� ��� %03��V�� 7KH� DQQXDO� FRVW� WR� ILHOG� DQG�
PDLQWDLQ� DQ� DFWLYH� 86� $UP\� DUPRUHG� RU� PHFKDQL]HG� GLYLVLRQ� LV� �����
PLOOLRQ��� 2I� WKLV� DPRXQW�� \HDUO\� RSHUDWLRQDO� FRVWV� IRU� DQ� DUPRUHG� RU�
PHFKDQL]HG�GLYLVLRQ�DUH������PLOOLRQ�DQG��������PLOOLRQ�UHVSHFWLYHO\���$Q�
DGGLWLRQDO� �����PLOOLRQ� LV� VSHQW� RQ� HTXLSPHQW� DYJ��\U�� DQG� WKH� UHPDLQLQJ�
IXQGV� DUH� DVVRFLDWHG�SHUVRQQHO� FRVWV� �PLOLWDU\�SD\�� IDPLO\�KRXVLQJ�� HWF���$�
PRUH�GHWDLOHG�EUHDNGRZQ�RI�WKH�\HDUO\�RSHUDWLRQDO�FRVWV�IROORZV��

�
� $UPRUHG�’LYLVLRQ� 0HFKDQL]HG�’LYLVLRQ�
&RQVXPDEOHV� �������� ��������
5HSDUDEOHV� �������� ��������
32/� �������� ��������
,QGLUHFW�&RVWV� �������� ��������
727$/� ��������� ���������

�
6RXUFH�� ’HSDUWPHQW� RI� WKH�$UP\��2IILFH� RI� WKH�’HSXW\�&KLHI� RI� 6WDII�

IRU�2SHUDWLRQV���
&RVW�ILJXUHV�DUH�LQ�PLOOLRQV��

�
7KLV� ZRXOG� SXW� 6\ULD¶V� \HDUO\� RSHUDWLRQDO� FRVWV� RI� PDLQWDLQLQJ� LWV� ��

DUPRUHG� GLYLVLRQV� DW� �������� PLOOLRQ�� �������� PLOOLRQ� IRU� LWV� WKUHH�
PHFKDQL]HG� GLYLVLRQV�� DQG� ��������� PLOOLRQ� IRU� WKH� 5HSXEOLFDQ� *XDUGV�
’LYLVLRQ��H[FOXGLQJ�SHUVRQQHO�DQG�HTXLSPHQW�FRVWV�DYJ��\HDU����

,Q� DGGLWLRQ� WR� LWV� WUDGLWLRQDO� DUPRUHG� DQG�PHFKDQL]HG� IRUFHV�� 6\ULD� KDV�
RQH� LQIDQWU\� GLYLVLRQ� DQG� WHQ� DLUERUQH�VSHFLDO� IRUFHV� LQGHSHQGHQW� EULJDGHV��



3UHSDULQJ�IRU�3HDFH"�
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���

$FFRUGLQJ�WR�D�0DUFK���������’HSDUWPHQW�RI�WKH�’HIHQVH�LQIRUPDWLRQ�SDSHU�
VXEPLWWHG� WR� WKH�+RXVH�1DWLRQDO�6HFXULW\�&RPPLWWHH�� WKH� \HDUO\� RSHUDWLQJ�
FRVWV� IRU� D� OLJKW� LQIDQWU\� GLYLVLRQ� ZDV� ����� PLOOLRQ� DQG� IRU� DQ� DLUERUQH�
GLYLVLRQ�� �����PLOOLRQ��2QFH�ZH� H[WUDFW� SHUVRQQHO� FRVWV�ZH� DUULYH� DW� �����
PLOOLRQ� IRU� WKH� LQIDQWU\� GLYLVLRQ� DQG� DSSUR[LPDWHO\� ����� PLOOLRQ� IRU� WKH�
DLUERUQH�EULJDGHV��H[FOXGLQJ�SHUVRQQHO�DQG�HTXLSPHQW�FRVWV�DYJ��\HDU�����

6\ULD�GHSOR\V�RYHU�������PDMRU�WRZHG�DUWLOOHU\�ZHDSRQV�LQFOXGLQJ�’����
���PP��$����0RGHO��������������PP�DQG�0������PP�ZHDSRQV��:KLOH�
WKH�H[DFW�FRQVWUXFWLRQ�RI�WKHVH�XQLWV�LV�QRW�NQRZQ��WKHLU�VL]H�LV�ODUJH�HQRXJK�
WR�UHTXLUH����DUWLOOHU\�EULJDGHV��$�EUHDNGRZQ�RI�WKH�\HDUO\�RSHUDWLRQDO�FRVWV�
IRU�DQ�DUWLOOHU\�EULJDGH�IROORZV��

�
&RQVXPDEOHV� � �������
5HSDUDEOHV� �������
32/� �������
,QGLUHFW�&RVWV� �������
727$/� ��������

�
6RXUFH���’HSDUWPHQW� RI� WKH�$UP\��2IILFH� RI� WKH�’HSXW\�&KLHI� RI� 6WDII�

IRU�2SHUDWLRQV���
&RVW�ILJXUHV�DUH�LQ�PLOOLRQV�DQG�DUH�IRU�D����63�%1��

�
%\�PXOWLSO\LQJ�WKH����EULJDGHV�E\�WKH�\HDUO\�RSHUDWLRQDO�FRVWV�RI���������

ZH�DUULYH�DW�D�ILJXUH�RI���������PLOOLRQ��H[FOXGLQJ�SHUVRQQHO�DQG�HTXLSPHQW�
FRVWV�DYJ��\HDU���
�
$LU�)RUFH�

6\ULD� SRVVHVVHV� RQH� RI� WKH� ODUJHVW� DLU� IRUFHV� LQ� WKH� UHJLRQ�� ,WV�
LQYHQWRU\� FRQVLVWV� RI� RYHU� ���� DLUFUDIW�� WKH� PDMRULW\� RI� ZKLFK� DUH�
0L*��V��0L*���V��0L*���V�� DQG� 6X���V�� 7KH\� DUH� GHSOR\HG� DFURVV�
6\ULD�DW�RYHU����EDVHV���7KH�DLU�IRUFH�LV�FRPSULVHG�RI�VRPH���ILJKWHU�
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���

DQG� ��� LQWHUFHSWRU� VTXDGURQV�� $� GHWDLOHG� EUHDNGRZQ� RI� WKH� �����
\HDUO\�RSHUDWLRQDO�FRVWV�IRU�D�VTXDGURQ�RI�PRGHUQ�ILJKWHUV�IROORZV��

�
$YLDWLRQ�)XHO� �����
’HSRW�0DLQWHQDQFH�� �����
&RQVXPDEOH�6XSSOLHV� �����
’HSRW�/HYHO�5HSDUDEOHV� �����
7UDLQLQJ�0XQLWLRQV� �����
5HO�DQG�6DIHW\�0RG�.LWV� �����
5HO�DQG�6DIHW\�0RG�,QVWDOO� �����
7UDLQLQJ� �����
727$/� ������

�
6RXUFH�� ’HSDUWPHQW�RI�WKH�$LU�)RUFH����WK�:LQJ���

&RVW�ILJXUHV�DUH�LQ�PLOOLRQV�DQG�UHIOHFW�WKH�FRVWV�IRU�PDLQWDLQLQJ�
D�VTXDGURQ�RI�)���&�’¶V��

�
%\�PXOWLSO\LQJ� WKH� \HDUO\� RSHUDWLRQDO� FRVWV� E\� WKH� ��� VTXDGURQV� LQ� WKH�

6\ULDQ�$LU� )RUFH�ZH� DUULYH� DW� D� \HDUO\� RSHUDWLRQDO� FRVW� RI� �������PLOOLRQ�
�H[FOXGLQJ�SHUVRQQHO�DQG�HTXLSPHQW�FRVWV�DYJ��\HDU����

$GGLWLRQDOO\��6\ULD�SRVVHVVHV�RYHU�����KHOLFRSWHUV��FRPSULVLQJ�VRPH����
VTXDGURQV��7KHVH� LQFOXGH�*D]HOOH�JXQ� VKLSV��0L����+LQGV�� DQG�0L��0L����
+LSV��$�GHWDLOHG�EUHDNGRZQ�RI�WKH�\HDUO\�RSHUDWLRQDO�FRVWV�IRU�D�VTXDGURQ�RI�
KHOLFRSWHUV�LQFOXGHV��

�
&RQVXPDEOHV� �������
5HSDUDEOHV� �������
32/� �������
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,QGLUHFW�&RVWV� �������
727$/� �������

�
6RXUFH���’HSDUWPHQW� RI� WKH�$UP\��2IILFH� RI� WKH�’HSXW\�&KLHI� RI� 6WDII�

IRU�RSHUDWLRQV���
&RVW�ILJXUHV�DUH�LQ�PLOOLRQV�DQG�DUH�IRU�D�VTXDGURQ�RI�$+���¶V��

�
8VLQJ� WKH� ILJXUH� RI� ������� PLOOLRQ� IRU� WKH� \HDUO\� RSHUDWLQJ� FRVW� SHU�

VTXDGURQ� ZH� DUULYH� DW� D� WRWDO� ILJXUH� RI� ������� PLOOLRQ� IRU� WKH� \HDUO\�
RSHUDWLRQDO� FRVWV� IRU� 6\ULD¶V� ��� VTXDGURQV� �H[FOXGLQJ� SHUVRQQHO� DQG�
HTXLSPHQW�FRVWV�DYJ��\HDU���

7KLV� EULQJV� WKH� WRWDO� \HDUO\� RSHUDWLRQDO� FRVWV� IRU� 6\ULD� WR� PDLQWDLQ� LWV�
ILJKWHU�DQG�KHOLFRSWHU�VTXDGURQV�WR�DSSUR[LPDWHO\��������PLOOLRQ��H[FOXGLQJ�
SHUVRQQHO�DQG�HTXLSPHQW�FRVWV�DYJ��\HDU���:KLOH�WKH�DFWXDO�RSHUDWLRQDO�FRVWV�
PD\�GLIIHU�GXH�WR�GLIIHUHQFHV�LQ�HTXLSPHQW�DQG�PDLQWHQDQFH�VFKHGXOHV��WKHVH�
GLVFUHSDQFLHV�DUH�DGHTXDWHO\�RYHUFRPH�E\�WKH�IDFW�WKDW�WKLV�DQDO\VLV�H[FOXGHV�
WKH�FRVWV�RI�PDLQWDLQLQJ�6\ULD¶V�WUDQVSRUWDWLRQ�DLUFUDIW�DQG�LWV�WUDLQLQJ�DVVHWV��
�
$LU�’HIHQVH�)RUFHV��

6\ULDQ� DLU� GHIHQVH� IRUFHV� FRQVLVW� RI� RYHU� �������PHQ�ZLWK� ���� 6$��V��
����6$��V��RYHU�������VKRUW�UDQJH�DLU�GHIHQVH�PLVVLOHV��DQG�RYHU�������DLU�
GHIHQVH� JXQV��� 7KH� VL]H� DQG� VWUXFWXUH� RI� 6\ULD¶V� DLU� GHIHQVH� IRUFHV� LV�ZHOO�
RYHU� ��� EDWWDOLRQV�� 7KH� \HDUO\� RSHUDWLRQDO� FRVWV� IRU� VXVWDLQLQJ� DQ� $LU�
’HIHQVH�$UWLOOHU\�EDWWDOLRQ�IROORZ��

�
&RQVXPDEOHV� ������
5HSDUDEOHV� ������
32/� ������
,QGLUHFW�&RVWV� ������
727$/� ������
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�
6RXUFH���’HSDUWPHQW� RI� WKH�$UP\��2IILFH� RI� WKH�’HSXW\�&KLHI� RI� 6WDII�

IRU�RSHUDWLRQV���
&RVW� ILJXUHV� DUH� LQ�PLOOLRQV� DQG� DUH� IRU� D�8�6��$’$�$YHQJHU�
%DWWDOLRQ��

,I�ZH�PXOWLSO\�WKH�\HDUO\�RSHUDWLRQDO�FRVWV�RI�������PLOOLRQ�WR�6\ULD¶V����
DFWLYH�GXW\�$’$�EDWWDOLRQV�ZH�DUULYH�DW�D�WRWDO�ILJXUH�RI���������PLOOLRQ�IRU�
WKH� PDLQWHQDQFH� RI� 6\ULD¶V� DLU� GHIHQVH� IRUFHV� �H[FOXGLQJ� SHUVRQQHO� DQG�
HTXLSPHQW�FRVWV�DYJ��\HDU���:KLOH�WKH�DFWXDO�RSHUDWLRQDO�FRVWV�RI�PDLQWDLQLQJ�
D� OHVVHU� TXDOLW\� $’$� EDWWDOLRQ� PD\� EH� ORZHU�� WKLV� HVWLPDWH� LV� YLDEOH�
FRQVLGHULQJ� WKDW� 6\ULD� PDLQWDLQV� D� WRWDOO\� VHSDUDWH� FRPPDQG� VWUXFWXUH� IRU�
WKHVH�DVVHWV��
�
1DY\��

6\ULD¶V�QDY\�FRQVLVWV�RI� DSSUR[LPDWHO\����YHVVHOV� LQFOXGLQJ�����PLVVLOH�
SDWURO� ERDWV�� �� PLQH� VZHHSHUV�� D� GR]HQ� FRDVWDO� SDWURO� ERDWV�� DQG� IRXU�
’HVWUR\HUV�)ULJDWHV�&RUYHWWHV�� �7KH� FUX[� RI� 6\ULD¶V� QDY\� FRQVLVWV� RI� HLJKW�
5XVVLDQ�2VD�,,�FODVV�5RFNHW�&XWWHUV�DUPHG�ZLWK�XSGDWHG�YHUVLRQV�RI�WKH�66�
1���6W\[�PLVVLOHV����

’DWD� SHUWDLQLQJ� WR� WKH� QXPEHU� RI� KRXUV� WKDW� YHVVHOV� LQ� WKH� 6\ULDQ� QDY\�
GHSOR\� HDFK� \HDU� DUH� XQDYDLODEOH��+RZHYHU�� LW� FRVWV� DSSUR[LPDWHO\� �������
SHU� KRXU� WR� RSHUDWH� D� SDWURO� ERDW� DQG� RYHU� ������� DQ� KRXU� WR� RSHUDWH� D�
PLQHVZHHSHU��*LYHQ�WKHVH�ILJXUHV��QRWZLWKVWDQGLQJ�WKH�UHODWLYH�VPDOO�VL]H�RI�
WKH�6\ULDQ�QDY\�� D�\HDUO\�RSHUDWLRQDO� FRVW�RI�����PLOOLRQ� LV� D� FRQVHUYDWLYH�
HVWLPDWH��H[FOXGLQJ�SHUVRQQHO�DQG�HTXLSPHQW�FRVWV�DYJ��\HDU����
�
3HUVRQQHO�&RVWV�

7KXV�IDU��WKLV�GLVFXVVLRQ�KDV�RQO\�DGGUHVVHG�RSHUDWLRQDO�FRVWV�IRU�ILHOGLQJ��
PDLQWDLQLQJ�� DQG� VXVWDLQLQJ�6\ULD¶V�PLOLWDU\� DQG� LWV� FRPPDQG� VWUXFWXUH�� ,Q�
DGGLWLRQ� WR�RSHUDWLRQDO� FRVWV�� WKHUH� DUH� D�P\ULDG�RI� SHUVRQQHO� H[SHQGLWXUHV�
DVVRFLDWHG� ZLWK� PDLQWDLQLQJ� LWV� PLOLWDU\�� 7KHVH� LQFOXGH� VDODULHV�� FORWKLQJ��
IRRG��KRXVLQJ��PHGLFDO�FRVWV��HWF��,QGHHG��SHUVRQQHO�FRVWV�RIWHQ�DFFRXQW�IRU�
DERXW� ��� SHUFHQW� RI� PLOLWDU\� H[SHQGLWXUHV���:KLOH� UHFRJQL]LQJ� WKDW� 6\ULDQ�
SHUVRQQHO�H[SHQVHV�DUH�SUREDEO\�VLJQLILFDQWO\� ORZHU� WKDQ� WKRVH� LQFXUUHG�E\�



3UHSDULQJ�IRU�3HDFH"�

�

���

WKH� :HVW�� WKH� PDLQWHQDQFH� DQG� VXVWDLQPHQW� RI� D� ODUJH� VWDQGLQJ� DUP\�
FRQVXPHV�D�VXEVWDQWLDO�SRUWLRQ�RI�LWV�PLOLWDU\�EXGJHW��

6\ULD� KDV� DSSUR[LPDWHO\� �������� VROGLHUV� LQ� XQLIRUP�� 2I� WKHVH��
DSSUR[LPDWHO\� �������� DUH� FRQVFULSWV�� $GGLWLRQDOO\�� WKHUH� DUH� DQRWKHU�
��������LQ�WKH�UHVHUYHV��&RQVLGHULQJ�WKH�GLUHFW�FRVWV�RI�VXVWDLQLQJ�D�VROGLHU�
VXFK�DV�FORWKLQJ��IHHGLQJ��KRXVLQJ��KHDOWK�FDUH��HWF���FRXSOHG�ZLWK�WKH�LQGLUHFW�
FRVWV�RI�EHQHILWV�SDLG�WR�UHWLUHHV��FRQVWUXFWLRQ�DQG�PDLQWHQDQFH�RI�IDFLOLWLHV��
DQG�GHSHQGHQW�FDUH��DQ�DYHUDJH�GDLO\�FRVW�RI�����SHU�VROGLHU�LV�PRGHVW��8VLQJ�
WKH�ILJXUH�RI�����DQG�PXOWLSO\LQJ�WKDW�DPRXQW�E\�WKH�QXPEHU�RI�SHUVRQQHO�LQ�
LWV� DFWLYH� IRUFHV�� ZH� DUULYH� DW� DQ� DQQXDO� H[SHQGLWXUH� UDWH� RI� ���� PLOOLRQ�
�H[FOXGLQJ�GLUHFW�SD\���7KH�DQQXDO�SHU�FDSLWD�*13�RI�6\ULD�LV�VOLJKWO\�RYHU�
�������$VVXPLQJ�WKDW�FRQVFULSWV�DUH�SDLG�D�QRPLQDO�ZDJH�RI�����SHU�PRQWK�
DQG�WKDW�UHJXODU�DUP\�SHUVRQQHO�DYHUDJH�SD\�DQG�DOORZDQFHV�DUH�HTXLYDOHQW�
WR�WKH�SHU�FDSLWD�*13��ZH�DUULYH�DW�D�ILJXUH�RI�������PLOOLRQ�����

7KXV�IDU��WKH�DQDO\VLV�RI�6\ULD¶V�GHIHQVH�EXGJHW�SODFHV�LW�IDU�KLJKHU�WKDQ�
LWV� RIILFLDO� HVWLPDWLRQ� RI� ����� ELOOLRQ�� ,QGHHG�� DV� WKH� IROORZLQJ� WDEOH�
LOOXVWUDWHV�� 6\ULD� DFWXDOO\� VSHQGV� WZLFH� LWV� RIILFLDOO\� UHSRUWHG� ILJXUHV� WR�
PDLQWDLQ��VXVWDLQ��DQG�RSHUDWH�LWV�FRQYHQWLRQDO�IRUFHV���

�
&RPSRQHQW� (VWLPDWHG�<HDUO\�

2SHUDWLQJ�&RVWV�
$UPRUHG�’LYLVLRQV� ��������PLOOLRQ�
0HFKDQL]HG�’LYLVLRQV� ��������PLOOLRQ�
,QIDQWU\�’LYLVLRQV� ��������PLOOLRQ�
$LUERUQH�5HJLPHQWV� ��������PLOOLRQ�
$UWLOOHU\� ��������PLOOLRQ�
$LU�)RUFH� ��������PLOOLRQ�
$LU�’HIHQVH� ��������PLOOLRQ�
1DY\� ��������PLOOLRQ�
3HUVRQQHO�&RVWV� ��������PLOOLRQ�
727$/� ����������PLOOLRQ�
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+RZHYHU�� WKLV� GLVFXVVLRQ� KDV� QRW� DGGUHVVHG� WKH� VLQJOH� PRVW� H[SHQVLYH�
FRPSRQHQW� RI� 6\ULD¶V�PLOLWDU\� IRUFHV�� 7KLV� LV� LWV� GHYHORSPHQW�� SURGXFWLRQ��
DQG�GHSOR\PHQW�RI�QRQ�FRQYHQWLRQDO�ZHDSRQV��7KH�HFRQRPLF�FROODSVH�RI�WKH�
6RYLHW�8QLRQ�PDGH�6\ULD¶V�DWWHPSW� WR�DFKLHYH�FRQYHQWLRQDO�VWUDWHJLF�SDULW\�
ZLWK�,VUDHO�XQDWWDLQDEOH��$V�5XVVLD�VDQN�GHHSHU�LQWR�LWV�HFRQRPLF�PRUDVV��LW�
ZDV� XQZLOOLQJ� WR� FRQWLQXH� XQGHUZULWLQJ� 6\ULD¶V� GHIHQVH� FRVWV� DQG� EHJDQ�
SUHVVXULQJ�WKDW�FRXQWU\�IRU�UHSD\PHQW�RI�LWV�����ELOOLRQ�GHEW��7KLV�SURPSWHG�
6\ULD� WR� PDNH� WKH� VWUDWHJLF� GHFLVLRQ� WR� DEDQGRQ� LWV� DWWHPSWV� WR� DFKLHYH�
FRQYHQWLRQDO� VWUDWHJLF�SDULW\�ZLWK� ,VUDHO��5DWKHU��6\ULD�GHFLGHG� WR� IRFXV� LWV�
UHVRXUFHV� RQ� WKH� GHYHORSPHQW� RI� LWV� QRQ�FRQYHQWLRQDO� IRUFHV� WR� FUHDWH� D�
YLDEOH�ILUVW�VWULNH�RSWLRQ�LQ�KRSHV�RI�FRPSHOOLQJ�DQ�,VUDHOL�ZLWKGUDZDO�IURP�
WKH�*RODQ�+HLJKWV��

�
1RQ�&RQYHQWLRQDO�:HDSRQV�

6\ULD¶V� FKHPLFDO� ZHDSRQV� SURJUDP� GDWHV� WR� WKH� HDUO\� ����V� DQG� LV� WKH�
FRQVHTXHQFH� RI� WKH� UHFRJQLWLRQ� WKDW�� DIWHU� WKUHH� GHFLVLYH� FRQYHQWLRQDO�
PLOLWDU\�GHIHDWV��6\ULD�ODFNHG�WKH�UHVRXUFHV�WR�GHIHDW�,VUDHO�LQ�D�FRQYHQWLRQDO�
FRQIOLFW�� &RQVHTXHQWO\�� 6\ULD� HPEDUNHG� RQ� DQ� DPELWLRXV� QRQ�FRQYHQWLRQDO�
ZHDSRQV� SURJUDP�� 7KH� FRUH� RI� 6\ULD¶V� SURJUDP� LV� LWV� FKHPLFDO� ZHDSRQV�
GHYHORSPHQW� DQG� GHOLYHU\� V\VWHPV�� 7KH� SURGXFWLRQ� RI� VXFK� ZHDSRQV�
SURYLGHV�6\ULD�ZLWK�DQ�DQVZHU�WR�,VUDHO¶V�QXFOHDU�FDSDELOLW\�DW�D�IUDFWLRQ�RI�
WKH� FRVWV� RI� EXLOGLQJ� D� FUHGLEOH� FRQYHQWLRQDO� FDSDELOLW\���� 6\ULD¶V� FKHPLFDO�
ZHDSRQV� GHYHORSPHQW� KDV� GHYHORSHG� WR� VXFK� DQ� H[WHQW� WKDW� LWV� DUVHQDO� LV�
HVWLPDWHG� WR� EH� JUHDWHU� WKDQ� WKDW� RI� SUH�*XOI�:DU� ,UDT¶V���� ,QFOXGHG� LQ� LWV�
PDVVLYH�FKHPLFDO�ZHDSRQV�SURJUDPV�DUH�D�ODUJH�DUVHQDO�RI�ERWK�EOLVWHU�DQG�
QHUYH�DJHQWV�VXFK�DV�PXVWDUG��9;�DQG�VDULQ�����

7KH�SULPDU\�FRQGXLW�IRU�6\ULD¶V�FKHPLFDO�ZHDSRQV�SURGXFWLRQ�SURJUDP�LV�
LWV� 6FLHQWLILF� 5HVHDUFK� &RXQFLO� �&(56��� 8QGHU� LWV� FRYHU� DV� D� FLYLOLDQ�
UHVHDUFK� FHQWHU�� LW� KDV� GHYHORSHG� H[WHQVLYH� FRQWDFWV� ZLWK� D� P\ULDG� RI�
SKDUPDFHXWLFDO� FHQWHUV� WKURXJKRXW� WKH� ZRUOG���� $W� OHDVW� IRXU� SURGXFWLRQ�
SODQWV�KDYH�EHHQ�SRVLWLYHO\� LGHQWLILHG�DQG� LW� LV�EHOLHYHG� WKDW� WKHVH� IDFLOLWLHV�
DUH� SURGXFLQJ� KXQGUHGV� RI� WRQV� RI� FKHPLFDO� DJHQWV� D� \HDU���� 0RVW� RI� LWV�
EDOOLVWLF�GHOLYHU\�V\VWHPV�IRU�WKHVH�ZHDSRQV�KDYH�EHHQ�REWDLQHG�IURP�&KLQD��
1RUWK�.RUHD��DQG�5XVVLD��+RZHYHU��)UDQFH��DQG�WR�D�OHVVHU�H[WHQW�*HUPDQ\��
KDYH�SOD\HG�D�SLYRWDO�UROH�LQ�EXLOGLQJ�XS�6\ULD¶V�FKHPLFDO�LQGXVWU\�WKURXJK�
WKH�VDOH�RI�YDULRXV�SKDUPDFHXWLFDOV����
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&RQFXUUHQW� ZLWK� WKH� GHYHORSPHQW� RI� LWV� PDVVLYH� FKHPLFDO� ZDUIDUH�
SURJUDP� KDV� EHHQ� WKH� DFTXLVLWLRQ� RI�QXPHURXV� GHOLYHU\� V\VWHPV� IRU� WKHVH�
ZHDSRQV��6\ULD�KDV�EHHQ�EXLOGLQJ�LWV�EDOOLVWLF�PLVVLOH�IRUFHV�IRU�WKH�ODVW�WZR�
GHFDGHV�DQG�KDV�DPDVVHG�RQH�RI� WKH� ODUJHVW�EDOOLVWLF�PLVVLOH�DUVHQDOV� LQ� WKH�
0LGGOH� (DVW�� ,QFOXGHG� LQ� 6\ULD¶V� DUVHQDO� DUH�� ���� 6FXG�%�PLVVLOHV� ZLWK� D�
���NJ�SD\ORDG�DQG����NP�UDQJH������66����PLVVLOHV�ZLWK�D����NJ�SD\ORDG�
DQG���NP� UDQJH�� DSSUR[LPDWHO\� ���6FXG�&�PLVVLOHV�ZLWK� D� ���NJ�SD\ORDG�
DQG����NP�UDQJH��DQG�DQ�XQGLVFORVHG�QXPEHU�RI�0���PLVVLOHV�ZLWK�D����NJ�
SD\ORDG� DQG� ���NP� UDQJH���� $GGLWLRQDOO\�� 6\ULD� SRVVHVVHV� DQ� XQNQRZQ�
QXPEHU�RI�FUXLVH�PLVVLOHV�LQFOXGLQJ�WKH�66�1��E�ZLWK�D������NJ�SD\ORDG�DQG�
���NP�UDQJH�����

,Q� DGGLWLRQ� WR� GHYHORSLQJ� DQG� DFTXLULQJ� D� PDVVLYH� QRQ�FRQYHQWLRQDO�
DUVHQDO�� 6\ULD� LV� GHYRWLQJ� VXEVWDQWLDO� UHVRXUFHV� WR� WKH� FRQVWUXFWLRQ� RI� D�
FRPSOH[�RI�WXQQHOV�WR�SURWHFW�LWV�PLVVLOH�EDOOLVWLF�PLVVLOHV�IRUFHV�IURP�,VUDHOL�
DWWDFN��7KXV�IDU��ILYH�WXQQHOV�KDYH�EHHQ�FRPSOHWHG�DQG�DQ�DGGLWLRQDO�QLQH�DUH�
XQGHU� FRQVWUXFWLRQ�� 2QFH� WKHVH� DUH� FRPSOHWHG�� YLUWXDOO\� DOO� RI� 6\ULD¶V�
PLVVLOHV� FDQ� EH� KLGGHQ� DQG� WKH� YXOQHUDELOLW\� RI� WKHVH� ZHDSRQV� WR� D�
SUHHPSWLYH�VWULNH�ZLOO�KDYH�EHHQ�JUHDWO\�UHGXFHG����

*LYHQ�WKH�W\UDQQLFDO�VWUXFWXUH�DQG�FORVHG�QDWXUH�RI�WKH�6\ULDQ�UHJLPH��LW�LV�
LPSRVVLEOH�WR�DFFXUDWHO\�GHWHUPLQH�KRZ�PXFK�6\ULD�LV�VSHQGLQJ�RQ�LWV�QRQ�
FRQYHQWLRQDO�ZHDSRQV�GHYHORSPHQW��SURGXFWLRQ��DQG�GHSOR\PHQW��+RZHYHU��
:HVWHUQ�VRXUFHV��KDYLQJ�JDLQHG�DFFHVV�LQWR�,UDT¶V�QRQ�FRQYHQWLRQDO�ZHDSRQV�
SURJUDP�IROORZLQJ�WKDW�FRXQWU\¶V�GHIHDW�LQ�WKH�*XOI�:DU��HVWLPDWHG�WKDW�,UDT�
KDV� GHYRWHG� WHQV� RI� ELOOLRQV� RI� GROODUV� WR� LWV� QRQ�FRQYHQWLRQDO� SURJUDP��
*LYHQ�WKH�VL]H�RI�6\ULD¶V�SURJUDP��LW�LV�HDVLO\�VSHQGLQJ������ELOOLRQ�D�\HDU�RQ�
LWV�QRQ�FRQYHQWLRQDO�ZHDSRQV�SURJUDP���

,W� QHHGV� WR� EH� QRWHG�� WKDW� WKLV� DQDO\VLV� KDV� H[FOXGHG� DGPLQLVWUDWLYH� DQG�
VXSSRUW� FRVWV� QHHGHG� WR� VXVWDLQ� GLYLVLRQDO� XQLWV�� 2	0� FRVWV� IRU� VXSSRUW�
IDFLOLWLHV�� DV�ZHOO� DV� WKH� FRVWV� DVVRFLDWHG�ZLWK� WKH�PDLQWHQDQFH� RI�PLOLWDU\�
VFKRROV� DQG� DGPLQLVWUDWLRQV�� 0RUH� LPSRUWDQW�� WKLV� DQDO\VLV� KDV� H[FOXGHG�
6\ULD¶V� PLOLWDU\� LQWHOOLJHQFH� QHWZRUN� LQFOXGLQJ� WKRVH� UHVRXUFHV� GHYRWHG� LQ�
VXSSRUW�RI�+L]EXOODK�DFWLYLWLHV�LQ�/HEDQRQ���

:KHQ�WKHVH�HOHPHQWV�DUH�IDFWRUHG�LW�LV�FOHDU�WKDW�6\ULD¶V�DFWXDOO\�GHIHQVH�
H[SHQGLWXUHV�DUH�SUREDEO\�FORVHU�WR���WR���ELOOLRQ�GROODUV��7KLV�LV�PRUH�WKDQ�
WKUHH� WLPHV� WKH�DPRXQW�FODLPHG�E\�SXEOLVKHG�VRXUFHV��+RZHYHU��GHVSLWH� LWV�
PDVVLYH� VL]H�� 6\ULD¶V�PLOLWDU\� LV� LOO� SUHSDUHG� WR�PLOLWDULO\� IRUFH� ,VUDHO� IURP�
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WKH�*RODQ�+HLJKWV��0DQ\�RI�6\ULD¶V�PDMRU�ZHDSRQV�DUH�REVROHWH�DQG�LQ�QHHG�
RI�PDMRU�RYHUKDXO��/HDGHUVKLS�DW�DOO�OHYHOV�RI�LWV�IRUFH�VWUXFWXUH�LV�ZHDN��DQG�
6\ULD� ODFNV� D�PRGHUQ�&RPPDQG��&RQWURO��&RPPXQLFDWLRQ��&RPSXWHU�� DQG�
,QWHOOLJHQFH�VWUXFWXUH����*LYHQ�WKHVH�IDFWRUV�6\ULD� LV� LOO�SUHSDUHG�WR� WDNH�WKH�
*RODQ� +HLJKWV� E\� IRUFH� IURP� ,VUDHO�� +RZHYHU�� $VVDG� UHFRJQL]HV� WKDW� E\�
SDUWLFLSDWLQJ� LQ� WKH� SHDFH� SURFHVV� KH� FDQ� QRW� RQO\� FRPSHO� DQ� ,VUDHOL�
ZLWKGUDZDO� IURP� WKH� *RODQ� EXW� FDQ� DOVR� UHFWLI\� PDQ\� RI� KLV� PLOLWDU\¶V�
V\VWHPLF�SUREOHPV�DV�KH�FDQ�H[SHFW�DQ�LQIOX[�RI�HFRQRPLF�DQG�PLOLWDU\�DLG�
DV�D�TXLG�SUR�TXR�IRU�6\ULD¶V�SDUWLFLSDWLRQ�LQ�WKH�SHDFH�SURFHVV���
�
:KLWKHU�WKH�3HDFH�3URFHVV"�

6\ULD¶V�DWWHPSW�WR�DFKLHYH�VWUDWHJLF�SDULW\�ZLWK�,VUDHO�LV�SUHGLFDWHG�XSRQ�
$VVDG¶V�GHVLUH�WR�FRPSHO�,VUDHOL�ZLWKGUDZDO�IURP�WKH�*RODQ�+HLJKWV�ZLWKRXW�
UHVRUWLQJ�WR�PLOLWDU\�IRUFH��$VVDG�LV�GHSHQGHQW�XSRQ�WKH�$UDE�,VUDHOL�FRQIOLFW�
WR� IDFLOLWDWH�6\ULD¶V�GHVLUH� WR�EHFRPH� WKH� UHJLRQV�KHJHPRQ�� ,W¶V� FRQWLJXRXV�
ERUGHU� ZLWK� ,VUDHO�� DQG� LWV� FODLP� WR� EH� LQ� WKH� YDQJXDUG� DJDLQVW� =LRQLVW�
LPSHULDOLVP��KDV�DOORZHG�6\ULD�WR�FRPSHWH�ZLWK�LWV�ULFK�DQG�PLOLWDULO\�PRUH�
SRZHUIXO�FRXVLQV�DV�WKH�OHDGHU�RI�WKH�$UDE�ZRUOG��5HVROXWLRQ�RI�WKH�$UDE�–�
,VUDHOL� FRQIOLFW� ZLOO� GLPLQLVK� 6\ULD¶V� UHJLRQDO� VWUDWHJLF� LPSRUWDQFH� DQG�
PDUJLQDOL]H�WKDW�FRXQWU\��&RQVHTXHQWO\��6\ULD�LV�JUHDWO\�GHSHQGHQW�XSRQ�WKH�
FRQWLQXDWLRQ�RI�WKH�FRQIOLFW�IRU�ERWK�LQWHUQDO�DQG�UHJLRQDO�VWUDWHJLF�UHDVRQV���

+RZHYHU�� $VVDG� UHFRJQL]HV� WKDW� WKH� FXUUHQW� JHR�SROLWLFDO� HQYLURQPHQW�
GRHV� QRW� IDYRU� 6\ULD� LQ� D�PLOLWDU\� FRQIURQWDWLRQ��:LWKRXW� WKH� SROLWLFDO� DQG�
PLOLWDU\�VXSSRUW�RI�WKH�6RYLHW�8QLRQ��DQ\�6\ULDQ�DWWDFN�RQ�,VUDHO�ZRXOG�IDFH�
D� GHYDVWDWLQJ� FRXQWHUDWWDFN� E\� DQ� ,VUDHOL� DUP\� XQHQFXPEHUHG� E\� JHR�
SROLWLFDO� VXSHUSRZHU� FRQVWUDLQWV�� 7KH� HYHQWV� LQ� .RVRYR�� ZKHUH� HYHQ�
YRFLIHURXV�5XVVLDQ�RSSRVLWLRQ�ZDV�QRW� HQRXJK� WR�GHWHU� D�1$72�DWWDFN�RQ�
6HUELD�� ZDV� XQGRXEWHGO\� FORVHO\� PRQLWRUHG� E\� 6\ULD�� 7KH� OHVVRQ� $VVDG�
VKRXOG� KDYH� OHDUQHG� LV� WKDW� 5XVVLD¶V� KLVWRULFDO� UROH� DV� WKH� EHQHIDFWRU� WR�
FRXQWULHV� FKDOOHQJLQJ� WKH� :HVW� KDV� EHHQ� JUHDWO\� GLPLQLVKHG� E\� LWV�
GHSHQGHQFH�XSRQ�:HVWHUQ�HFRQRPLF�DLG���

&RQVHTXHQWO\��$VVDG�VHHV�6\ULD¶V�SDUWLFLSDWLRQ�LQ�WKH�SHDFH�SURFHVV�DV�LWV�
RQO\� YLDEOH� DOWHUQDWLYH� WR� DFKLHYLQJ� DQ� ,VUDHOL� ZLWKGUDZDO� IURP� WKH� *RODQ�
+HLJKWV� DQG� IDFLOLWDWLQJ� WKH�PRGHUQL]DWLRQ� RI� LWV�PLOLWDU\��+RZHYHU��$VVDG�
ZLOO�QRW�DJUHH�WR�VDFULILFH�DQ\�FRUH�6\ULDQ�YDOXHV�E\�WDNLQJ�VXFK�DFWLRQ�DV�
QRUPDOL]LQJ� UHODWLRQV� ZLWK� ,VUDHO�� UHOLQTXLVKLQJ� FRQWURO� RYHU� /HEDQRQ�� RU�
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DJUHHLQJ� WR� DQ\WKLQJ� OHVV� WKDQ� D� IXOO� ,VUDHOL� ZLWKGUDZDO� IURP� WKH� *RODQ�
+HLJKWV���

3URSRQHQWV�RI� WKH�SHDFH�SURFHVV�KDYH� ORQJ�DUJXHG� WKDW�D�QHZ�SDUDGLJP�
KDV�ULVHQ�LQ�WKH�UHJLRQ��&RQYHQWLRQDO�ZLVGRP�SURFODLPHG�WKDW�WKH�HFRQRPLF�
FROODSVH�RI�WKH�IRUPHU�6RYLHW�8QLRQ�QRW�RQO\�HQGHG�VXSHUSRZHU�ULYDOULHV�EXW�
OHIW�PDQ\� RI� WKH� IRUPHU� 6RYLHW�8QLRQ¶V� FOLHQW� VWDWHV�ZLWKRXW� WKH� DELOLW\� WR�
ZDJH� D� VXVWDLQDEOH� ZDU� DJDLQVW� ,VUDHO��0RUHRYHU�� LW� ZDV� EHOLHYHG� WKDW� WKH�
8QLWHG� 6WDWHV�� DV� WKH� RQO\� UHPDLQLQJ� UHJLRQDO� KHJHPRQ�� ZRXOG� H[HUW� LWV�
OHDGHUVKLS� UROH� DQG� DPHOLRUDWH� WHQVLRQV� EHWZHHQ� ,VUDHO� DQG� LWV� QHLJKERUV��
8QIRUWXQDWHO\��WKH�:HVW�IDLOHG�WR�WDNH�DGYDQWDJH�RI�WKLV�IOHHWLQJ�RSSRUWXQLW\�
WR�DOOHYLDWH� UHJLRQDO� WHQVLRQV�EHWZHHQ�,VUDHO�DQG� LWV�QHLJKERUV�DQG�SURFHHG�
WRZDUG� D� FRPSUHKHQVLYH� DQG� ODVWLQJ� SHDFH�� 5DWKHU�� WKH�8QLWHG� 6WDWHV�� DQG�
RWKHU�:HVWHUQ�FRXQWULHV��DFTXLHVFLQJ�WR�WKH�GHPDQGV�RI�WKHLU�UHJLRQDO�DOOLHV��
KDYH� DOORZHG� D� IDFDGH� RI� UHJLRQDO� SHDFH� WR� FORDN� DQ� XQSUHFHGHQWHG�� DQG�
ODUJHO\�XQIHWWHUHG��UHJLRQDO�DUPV�SUROLIHUDWLRQ���

7KHUH�LV�QR�UHDVRQ�WR�DVVXPH�WKDW�WKLV�SKHQRPHQRQ�ZLOO�VWRS�EHFDXVH�RI�
D� SHDFH� WUHDW\� ZLWK� 6\ULD�� ,QGHHG�� $VVDG� ZLOO� H[SORLW� KLV� ZLOOLQJQHVV� WR�
SDUWLFLSDWH� LQ� WKH� SHDFH� SURFHVV� E\� PDNLQJ� 6\ULD¶V� VLJQLQJ� RI� DQ\� SHDFH�
DFFRUG� FRQWLQJHQW� XSRQ� :HVWHUQ� FRPPLWPHQWV� WR� PRGHUQL]H� DQG� H[SDQG�
6\ULD¶V�PLOLWDU\��,I�WKH�SDVW�LV�DQ\�LQGLFDWLRQ��$VVDG�ZLOO�ILQG�WKH�:HVW�RQO\�
WRR�ZLOOLQJ�WR�REOLJH�DQG�6\ULD�ZLOO�HPEDUN�RQ�D�PDVVLYH�PRGHUQL]DWLRQ�RI�
LWV�PLOLWDU\�PXFK�RI�ZKLFK�ZLOO�EH�EDQNUROOHG�E\�WKH�RLO�ULFK�VWDWHV��7KLV�ZLOO�
RQO\� VHUYH� WR� H[DFHUEDWH� DQ� DOUHDG\� GDQJHURXV� VLWXDWLRQ�� 8QIRUWXQDWHO\��
ZHDSRQV�SUROLIHUDWLRQ�LQ�WKH�UHJLRQ�LV�QRW�DEDWLQJ��’HVSLWH�OHDGLQJ�WKH�ZRUOG�
LQ� DUPV� LPSRUWV� WKURXJKRXW� WKH� GHFDGH�� WKHUH� LV� QR� VLJQ� WKDW� WKH� UHJLRQ¶V�
DSSHWLWH� IRU�ZHDSRQV� KDV� EHHQ� VDWLVILHG�� ,Q�0DUFK� ������ WKH�8QLWHG�6WDWHV�
DQQRXQFHG� WKDW� LW� ZRXOG� VHOO� (J\SW� DQ� DGGLWLRQDO� ����� ELOOLRQ� ZRUWK� RI�
DGYDQFH� ZHDSRQV� LQFOXGLQJ� ��� DGYDQFHG� )���� ILJKWHUV�� ����0�$�� WDQNV��
DQG�D�3DWULRW���DQWL�PLVVLOH�EDWWHU\����7KLV�DQQRXQFHPHQW�ZDV�IROORZHG�E\�D�
5XVVLDQ�DJUHHPHQW�WR�VHOO�6\ULD�D�ZHDSRQV�SDFNDJH�YDOXHG�DW�DSSUR[LPDWHO\�
���ELOOLRQ����7KH�SXUFKDVH� LV� UHSRUWHGO\� WR�EH� ILQDQFHG�E\� WKH�8QLWHG�$UDE�
(PLUDWHV�DQG�,UDQ�DQG�LQFOXGHV�WKH�SXUFKDVH�RI�7����WDQNV��0L*����ILJKWHUV��
DQG�PRUH�DGYDQFHG�DQWL�PLVVLOH�V\VWHPV�����

7KH�SHDFH�SURFHVV�KDV�EHHQ� H[HPSOLILHG�E\� DQ�XQIHWWHUHG�DUPV� UDFH�� DV�
WKH�$UDE�VWDWHV�PRGHUQL]H�DQG�H[SDQG�WKHLU�DUVHQDOV��DQG�,VUDHO�DWWHPSWV�WR�
PDLQWDLQ�LWV�KLVWRULFDO�TXDOLWDWLYH�HGJH��7KH�GDQJHU�IRU�,VUDHO�LV�WKDW�LW�FDQQRW�
FRPSHWH�HFRQRPLFDOO\�LQ�VXFK�DQ�DUPV�UDFH��,QGHHG��VKRXOG�,VUDHO�DWWHPSW�WR�
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PDLQWDLQ�LWV�TXDOLWDWLYH�HGJH�LW�UXQV�WKH�ULVN�RI�VXIIHULQJ�WKH�VDPH�IDWH�DV�WKDW�
RI�WKH�IRUPHU�6RYLHW�8QLRQ��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�HDFK�LQFUHPHQWDO�JDLQ�
LQ� ,VUDHO¶V� TXDOLWDWLYH� DGYDQWDJH�ZLOO� FRVW� LW� VXEVWDQWLDOO\�PRUH� LQ� UHVHDUFK�
DQG� GHYHORSPHQW�� &RQVHTXHQWO\�� ,VUDHO¶V� RQO\� FKDQFH� WR� PDLQWDLQ� LWV�
TXDOLWDWLYH� VXSHULRULW\� LV� E\� GLYHUWLQJ� UHVRXUFHV� IURP� LWV� IRUFH� VWUXFWXUH� WR�
UHVHDUFK� DQG� GHYHORSPHQW�� 8QIRUWXQDWHO\�� VXFK� D� GHFLVLRQ� ZLOO� H[DFHUEDWH�
WKH� FULWLFDO� TXDQWLWDWLYH� JDS�ZLWK� QR� JXDUDQWHH� WKDW� ,VUDHO�ZLOO� SUHVHUYH� LWV�
TXDOLWDWLYH�DGYDQWDJH��$V�WKH�IROORZLQJ�WDEOHV�LOOXVWUDWH��,VUDHO�LV�ORVLQJ�LQ�LWV�
DWWHPSWV�WR�PDLQWDLQ�WR�VWHP�WKH�TXDQWLWDWLYH�JDS��

�
$UDE�–�,VUDHOL�4XDQWLWDWLYH�%DODQFH�RI�3RZHU�

�
0DLQ�%DWWOH�7DQNV�

� ����� ����� ������� �������� ������� �����
7RWDO�
$UDE� ������ ������ ������� ������� ������� �������

,VUDHO� ���� ������ ������ ������ ������ ������
5DWLR� ����� ����� ����� ����� ����� �����

�
&RPEDW�$LUFUDIW�

� ����� ����� ������� �������� ������� �����
7RWDO�
$UDE� ���� ������ ������ ������ ������ ������

,VUDHO� ���� ���� ���� ���� ���� ����
5DWLR� ����� ����� ����� ����� ����� �����

�
7RWDO�$UDE�QXPEHUV� LQFOXGH�(J\SW��6\ULD��-RUGDQ��6DXGL�$UDELD�� ,UDQ�� ,UDT��
/LE\D��%DKUDLQ��.XZDLW��2PDQ��4DWDU��WKH�8$(��DQG�<HPHQ���

6RXUFHV���,,66� 0LOLWDU\� %DODQFH� DQG� -&66� 0LGGOH� (DVW� 0LOLWDU\�
%DODQFH� IRU� WKH�DSSURSULDWH�\HDU��’DWD�IRU������DQG������ZDV�
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WDNHQ�IURP�$QWKRQ\�&RUGHVPDQ¶V�$IWHU�WKH�6WRUP��&KDQJLQJ�
0LOLWDU\� %DODQFH� ,Q� WKH� 0LGGOH� (DVW� �%RXOGHU�� :HVWYLHZ�
3UHVV���������7KH������GDWD�ZDV�WDNHQ�IURP�&RUGHVPDQ¶V�7KH�
0LOLWDU\�%DODQFH�LQ�WKH�0LGGOH�(DVW��3DUW�9���������

�
0RUH�GLVWXUELQJ�WKDQ�WKH�H[SDQGLQJ�TXDQWLWDWLYH�JDS�EHWZHHQ�,VUDHO�DQG�

LWV�QHLJKERUV�KDV�EHHQ�WKH�TXDOLWDWLYH�HURVLRQ�RI�,VUDHOL�ZHDSRQV�YLV�j�YLV�WKH�
$UDE� VWDWHV�� 7RGD\�� IRU� WKH� ILUVW� WLPH� LQ� WKH� KLVWRU\� RI� WKH� $UDE�,VUDHOL�
FRQIOLFW�� WKH� FRPELQHG�$UDE� IRUFHV� DUH� DEOH� WR�GHSOR\�PRUH�‡KLJK�TXDOLW\·�
FRPEDW�WDQNV�DQG�DLUFUDIW�WKDQ�WKH�,VUDHOLV��,W�LV�LPSRUWDQW�WR�QRWH��LW�ZDV�WKH�
VXSHULRU�TXDOLW\�RI�,VUDHOL�ZHDSRQV��FRXSOHG�ZLWK�WKH�TXDOLW\�RI�LWV�VROGLHUV��
WKDW�DOORZHG�,VUDHO�WR�DFKLHYH�GHFLVLYH�YLFWRULHV�LQ�SDVW�UHJLRQDO�ZDUV��7RGD\��
,VUDHO�QR� ORQJHU�HQMR\V� WKH�DGYDQWDJH�RI�EHLQJ�DEOH� WR�GHSOR\�VLJQLILFDQWO\�
VXSHULRU�ZHDSRQV��0RUHRYHU�� WKH� TXDQWLWDWLYH� JDS� LQ� YLUWXDOO\� HYHU\�PDMRU�
FDWHJRU\� KDV�PRUH� WKDQ� GRXEOHG� VLQFH� WKH� �����$UDE�,VUDHOL�:DU�� (TXDOO\�
LPSRUWDQW� LV� WKDW� WKH� WHFKQRORJLFDO� HDVH� DQG� OHWKDOLW\� RI� WKH� FXUUHQW�
JHQHUDWLRQ� RI� ZHDSRQV� KDV� QHXWUDOL]HG� ,VUDHO¶V� YDXQWHG� KXPDQ� TXDOLWDWLYH�
HGJH���

7KHUH� LV� QR� GRXEW� WKDW� WKH� UHJLRQ� LV�PXFK�PRUH� XQVWDEOH� WKDQ� LW�ZDV� D�
GHFDGH�DJR��(J\SW�LV�VWLOO�EDWWOLQJ�,VODPLF�IXQGDPHQWDOLVP��$OJHULD�LV�LQ�WKH�
PLGVW�RI�FLYLO�ZDU��6DXGL�$UDELD�DQG�WKH�*XOI�VWDWHV�IDFH�JURZLQJ�FKDOOHQJHV�
WR� UHJLPH� VWDELOLW\�� 6DGGDP� +XVVHLQ� LV� VWLOO� LQ� SRZHU�� ,UDQ� VWLOO� KDUERUV�
UHJLRQDO�DPELWLRQV�LQ�VSUHDGLQJ�WKH�,VODPLF�UHYROXWLRQ��0RUH�LPSRUWDQW��DUPV�
SUROLIHUDWLRQ� LQ� WKH� UHJLRQ� KDV� JUHDWO\� RXWSDFHG� SURJUHVV� LQ� WKH� SHDFH�
SURFHVV��6KRXOG�,VUDHO�UHDFK�DFFRPPRGDWLRQ�ZLWK�LWV�QHLJKERUV��DQG�DFKLHYH�
D�FRPSUHKHQVLYH�DQG� ODVWLQJ�SHDFH�� WKHQ�D�‡1HZ�0LGGOH�(DVW·�PD\�LQGHHG�
HPHUJH��+RZHYHU��IRU�WKLV�WR�RFFXU�WKH�SHDFH�SURFHVV�ZLOO�KDYH�WR�RYHUFRPH�
WKH� IRUFHV�RI� KLVWRU\�� UHOLJLRQ�� FXOWXUH�� KDWUHG�� DQG� D�JURZLQJ�EHOLHI� RQ� WKH�
SDUW� RI� ,VUDHO¶V� QHLJKERUV� WKDW� WKH�PLOLWDU\� EDODQFH� RI� SRZHU� LV� VKLIWLQJ� LQ�
WKHLU� IDYRU���� *LYHQ� WKHVH� FRQGLWLRQV�� SURSRQHQWV� RI� WKH� SHDFH� SURFHVV� DUH�
EHLQJ� IDWHIXOO\�RSWLPLVWLF� LQ� WKHLU� HVWLPDWLRQ�RI�ZKHUH� WKH�SHDFH�SURFHVV� LV�
OHDGLQJ�,VUDHO���

6KRXOG�,VUDHO� UHIXVH� WR�DFTXLHVFH� WR�3DOHVWLQLDQ�FRUH�GHPDQGV�VXFK�DV�D�
GLYLVLRQ�RI�-HUXVDOHP��ULJKW�RI�3DOHVWLQLDQ�UHIXJHHV�WR�UHWXUQ�WR�,VUDHO�SURSHU��
RU�IXOO�ZLWKGUDZDO�IURP�WHUULWRULHV�FDSWXUHG�LQ�WKH������:DU��WKHQ�WKH�SHDFH�
SURFHVV�ZLOO�FROODSVH�DQG�,VUDHO�ZLOO�ILQG�LWVHOI�LQ�D�SROLWLFDO�VLWXDWLRQ�VLPLODU�



6KDZQ�3LQH�

�

���

WR� WKDW�IDFHG�LQ�������EXW�IDFLQJ�DQ�DGYHUVDU\�ZKR�LV�IDU�EHWWHU�SUHSDUHG�WR�
FKDOOHQJH� ,VUDHO� PLOLWDULO\� WKDQ� DW� DQ\� WLPH� LQ� WKH� ��� \HDU� FRQIOLFW��
8QIRUWXQDWHO\�� QRWKLQJ� LQ� WKH� DFWLRQV� DQG� UKHWRULF� RI� ,VUDHO¶V� QHLJKERUV�
VXJJHVWV�WKDW�WKH\�DUH�VHULRXVO\�VHHNLQJ�D�UHVROXWLRQ�RI�WKH�FRQIOLFW�WKDW�ZLOO�
UHVXOW�LQ�WKH�LQWHJUDWLRQ�RI�,VUDHO�LQWR�WKH�UHJLRQ��*LYHQ�WKH�HYROXWLRQ�RI�WKH�
,VUDHO�(J\SWLDQ� SHDFH� DFFRUGV�� DQG� WKH� FXUUHQW� GLUHFWLRQ� RI� WKH� ,VUDHOL� –�
3DOHVWLQLDQ�SHDFH�SURFHVV��LW�DSSHDUV�WKDW�WKH�EHVW�WKDW�VXSSRUWHUV�RI�WKH�SHDFH�
SURFHVV�FDQ�DVSLUH� WR� LV� D� ‡FROG�SHDFH·��RQH� LQ�ZKLFK� ,VUDHO� LV� VHHQ�E\� WKH�
UHJLRQ�DV�D�WROHUDWHG�LQWHUORSHU��8QIRUWXQDWHO\��JLYHQ�WKH�UHFHQW�SUROLIHUDWLRQ�
RI� ZHDSRQV� LQWR� WKH� UHJLRQ� WKLV� LQGHHG� PD\� SURYH� DQ� RYHUO\� RSWLPLVWLF�
DVVHVVPHQW�DQG�D�VL[WK�$UDE�–�,VUDHOL�ZDU�PD\�ZHOO�EH�LQ�WKH�RIILQJ�LQ�WKH�QRW�
WRR�GLVWDQW�IXWXUH���
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0RUGHFKDL�1LVDQ�
7KURXJKRXW�PDQ\� FHQWXULHV� RI�0LGGOH� (DVWHUQ� KLVWRU\�� WKH� LQFOXVLRQ� RI�

/HEDQRQ� ZLWKLQ� WKH� ERUGHUV� RI� 6\ULD� ZDV� VWDQGDUG� SROLWLFDO� GLVFRXUVH� DQG�
SROLF\��7KH�QRWLRQV�RI�ELODG�DVK�6KDP��*UHDWHU�6\ULD�� DQG�)HUWLOH�&UHVFHQW�
XQLW\� DOO� H[SUHVVHG�� HDFK� LQ� LWV� RZQ� ZD\�� WKH� DPELWLRQ� RI� ’DPDVFXV� WR�
GRPLQDWH� LWV� JHRJUDSKLF� VXUURXQGLQJV��� %HLUXW� VHUYHG� DV� WKH� SRUW� IRU�
’DPDVFXV��7ULSROL�OD\�RQ�WKH�6\ULDQ�FRDVW��DQG�WKH�%HNND�YDOOH\�SURYLGHG�D�
SUR[LPDWH� KLQWHUODQG��$� )UHQFK� DXWKRU� UHFRXQWHG� WKH� KRUULEOH�PDVVDFUH� RI�
&KULVWLDQV�LQ�/HEDQRQ�LQ������LQ�D�ZRUN�WLWOHG�6RXYHQLUV�’H�6\ULH��:ULWLQJ�
DERXW�WKH�YLOODJH�RI�%KDPGRXQ�VLWXDWHG�RQ�WKH�%HLUXW�’DPDVFXV�KLJKZD\�GLG�
QRW� GLVVXDGH� D� /HEDQHVH� KLVWRULDQ� LQ� WKH� PLG�����V� IURP� LGHQWLI\LQJ� LWV�
ORFDWLRQ� ZLWKLQ� ZKDW� RQFH� ZDV� ‡2WWRPDQ� 6\ULD·�� DQG� SODFLQJ� 0RXQW�
/HEDQRQ� LWVHOI� ZLWKLQ� 6\ULD��� )ROORZLQJ� ZKLFK�� WKH� 6\ULDQ� SROLWLFDO� DQG�
LGHRORJLFDO�JRDO�VLQFH�WKH�PLG�����V��WR�DEVRUE�/HEDQRQ�DQG�HOLPLQDWH�DQ\�
VHPEODQFH� RI� LWV� VHSDUDWH� DQG� DXWRQRPRXV� H[LVWHQFH�� WKLV� GHVSLWH� LWV�
VRYHUHLJQ� LQGHSHQGHQFH� VLQFH� WKH� ����V�� HYRNHV� D� FHUWDLQ� KLVWRULF� DQG�
JHRJUDSKLF�UHVRQDQFH��

7KH� FRQWUDU\� DQG� GLVWLQFWO\� LQGLJHQRXV� QRWLRQ� RI� D� VHSDUDWH� /HEDQHVH�
LGHQWLW\�� URRWHG� LQ� SDUWLFXODU� LQ� WKH� PRXQWDLQ� DQG� HIIXVLQJ� D� &KULVWLDQ�
PLVVLRQ�� UHMHFWHG� WKH� OHJLWLPDF\� DQG� FHUWDLQO\� WKH� GHVLUDELOLW\� RI� D� 6\ULDQ�
PHUJHU�RU�DQ�$UDE�DIILOLDWLRQ��5HVLVWDQFH�WR�RXWVLGHUV�DQG�WKH�FXOWLYDWLRQ�RI�D�
0DURQLWH�GRPLQDWHG� /HEDQRQ� ZHUH� KDOOPDUNV� RI� WKH� FRXQWU\¶V� QDWLRQDO�
UHVLOLHQFH���7KHUHIRUH��ZKHQ�6\ULDQ�IRUFHV�HQWHUHG�/HEDQHVH�WHUULWRU\�LQ������
DQG� LQFUHPHQWDOO\� VSUHDG� WKH� QHW� RI� WKHLU� PLOLWDU\� FRQWURO� DQG� SROLWLFDO�
RFFXSDWLRQ�DFURVV�WKH�FRXQWU\��WKH�LGHD�RI�D�VHSDUDWH�DQG�IUHH�/HEDQRQ�IDFHG�
D�JUDYH�FKDOOHQJH��,Q�D�IDPRXV�VSHHFK�RQ�-XO\�����������3UHVLGHQW�+DIH]�DO�
$VVDG�RI�6\ULD�FRQMXUHG�XS�WKH�KLVWRULFDO�UHIUDLQ��‡6\ULD�DQG�/HEDQRQ�ZHUH�
RQH�VWDWH�DQG�RQH�SHRSOH«DQG�KDYH�VKDUHG�LQWHUHVWV�DQG�D�FRPPRQ�KLVWRU\�·�
$V� IRUHLJQ� RFFXSDWLRQ� VHWWOHG� LQ� DV� D� URXWLQH� UHDOLW\�� WKH� YRLFH� RI�
FROODERUDWLRQ�DGGHG�LWV�DFFRPPRGDWLQJ�FRQVHQW��2Q�WKH������DQQLYHUVDU\�RI�
6\ULD¶V� 2FWREHU� :DU� DJDLQVW� ,VUDHO� LQ� ������ /HEDQHVH� 3UHVLGHQW� (PLOH�
/DKRXG� VHQW� JUHHWLQJV� WR� 3UHVLGHQW� $VVDG� LQ� ZKLFK� KH� GHFODUHG� WKDW� ‡WKH�
EURWKHUKRRG�DQG�GHVWLQ\�RI�RXU�FRXQWULHV�LV�WKH�FHQWHU�RI�RXU�SROLF\�·��
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6\ULDQ� RFFXSDWLRQ� RI� /HEDQRQ� FRQVWLWXWHV� WKH� QDWXUDO� PDQLIHVWDWLRQ� RI�
SRZHU� E\� WKH� VWURQJ� DJDLQVW� WKH� ZHDN�� ZLWK� RXWZDUG� VXEPLVVLRQ� D�
GHPRQVWUDWLRQ�RI�ZLVH�SUXGHQFH�RU�VKDPHOHVV�WUHDVRQ��7KH�KDUG�FDOFXOXV�RI�
SRZHU�PD\��KRZHYHU��EH� WUDQVIRUPHG�RYHU� WLPH� LQWR� WKH�GLDOHFWLF�RI�SRZHU�
ZKHUHE\� RSSUHVVLRQ� FDWDO\]HV� LWV� GHPLVH� E\� D� QDWLRQDO� XSULVLQJ� DQG�
UHYROXWLRQ��6XFK�D�GHYHORSPHQW�ZRXOG�XQGR�WKH�PHQWDO�FRQVWUXFW�RI�*UHDWHU�
6\ULD�DQG�H[SRVH�LW�DV�DQ�LGHRORJLFDO�IDEULFDWLRQ�DQG�KLVWRULFDO�GLVWRUWLRQ�RI�
WKH� WUXH� LGHQWLW\� RI� /HEDQRQ� DQG� WKH� /HEDQHVH� SHRSOH�� ,Q� IDFW�� LW� LV� WKH�
GLIIHUHQWLDWLRQ� WKDW� 6\ULDQ� RFFXSDWLRQ� DQG� SRZHU� LPSRVH� RQ� /HEDQRQ� –�
GRPLQDWLQJ�LWV�WKRXJKW��PDQLSXODWLQJ�LWV�LGHQWLW\��DQG�HQJLQHHULQJ�LWV�SROLWLFV�
–� WKDW� FDQ� XOWLPDWHO\� OHDG� WR� WKH� SXOYHUL]DWLRQ� RI� WKH� KLVWRULFDO� SDUDGLJP��
&HQWUDO� WR� WKLV� OLEHUDWLQJ� SURFHVV� LV� WR� XQOHDVK� WKH� UKHWRULF� RI� WUXWK�� LQ� WKH�
VSLULW� RI� WZHQWLHWK�FHQWXU\� SKLORVRSKHUV� DV� GLIIHUHQW� DV� /HR� 6WUDXVV� DQG�
0LFKHO�)RXFDXOW��LQ�GHOLQHDWLQJ�WKH�UHDOLW\�RI�6\ULD¶V�RFFXSDWLRQ�RI�/HEDQRQ���
�
0RGHV�RI�6\ULDQ�2FFXSDWLRQ�
��� 7KH�0LOLWDU\�DQG�6HFXULW\�’RPDLQ�

7KH� PXOWL�DVSHFW� FRPSOH[LW\� RI� /HEDQHVH� DIIDLUV� ZDV� D� KLVWRULFDO� DQG�
SROLWLFDO�D[LRP��%XW� LW�ZDV� WKH�HUXSWLRQ�RI�/HEDQHVH�3DOHVWLQLDQ�ZDUIDUH� LQ�
$SULO� ������ DJDLQVW� WKH� EDFNJURXQG� RI� WKH� LQWHQVH� VWUXJJOH� EHWZHHQ� WKH�
&KULVWLDQ�0DURQLWH�FRPPXQLW\�DQG� WKH� OHIWLVW�1DWLRQDO�0RYHPHQW�FRDOLWLRQ�
WKDW� SURYLGHG� WKH� FRQWH[W� DQG� SUHWH[W� IRU� VXVWDLQHG� 6\ULDQ� PLOLWDU\�
LQWHUYHQWLRQ��$OOHJHGO\� IHDULQJ� D�&KULVWLDQ�0XVOLP�SDUWLWLRQ�RI� WKH� FRXQWU\�
DQG�RU�D�ZKROHVDOH�3/2�WDNHRYHU��$VVDG�VHQW�6\ULDQ�FRPPDQGHG�3DOHVWLQH�
/LEHUDWLRQ� $UP\� EDWWDOLRQV�� WKHQ� 6DLTD� ‡3DOHVWLQLDQ·� XQLWV�� LQWR� QRUWKHUQ�
/HEDQRQ� GXULQJ� WKH� ODWWHU� SDUW� RI� ����� DQG� HDUO\� ������ 2Q� -XQH� ��� ������
�������UHJXODU�6\ULDQ� WURRSV�FURVVHG� WKH�ERUGHU��E\�6HSWHPEHU� WKH�QXPEHU�
UHDFKHG� DSSUR[LPDWHO\� �������PHQ�� 7KHLU� SUHVHQFH� LQ� WKH� QRUWKHUQ� $NNDU�
UHJLRQ��LQ�WKH�HDVWHUQ�%HNND��DW�6RIDU�LQ�WKH�FHQWUDO�PRXQWDLQ�DUHD�DQG�QHDU�
6LGRQ�RQ�WKH�FRDVW��GHPRQVWUDWHG�WKDW�6\ULDQ�SROLFLQJ�SROLF\�ZDV�DVVXPLQJ�
WKH� IRUP� RI� D� FRPSUHKHQVLYH� PLOLWDU\� GRPLQDWLRQ�� %\� 1RYHPEHU�� ������
6\ULDQ�WURRSV�KDG�YLUWXDOO\�WDNHQ�RYHU�:HVW�%HLUXW���

2SHUDWLQJ�KRZHYHU� WUDQVSDUHQWO\�XQGHU� WKH�QDPH�DQG�JXLVH�RI� WKH�$UDE�
’HWHUUHQW�)RUFH�DXWKRUL]HG�E\� WKH�5L\DGK�6XPPLW� LQ�2FWREHU�������6\ULDQ�
WURRSV� DFWHG� WR� GLVDUP� VRPH� /HEDQHVH� PLOLWLDV� DW� WKH� VDPH� WLPH� WKDW� WKH�
QDWLRQDO� DUP\� RI� /HEDQRQ� GLVLQWHJUDWHG� WR� WKH� GLPLQXWLYH� VL]H� RI� ������
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WURRSV��%\� ������ WKH� QXPEHU� RI� 6\ULDQ� WURRSV� H[FHHGHG� ��������ZLWK� RYHU�
����WDQNV��$IWHU�ILJKWLQJ�WKH�3DOHVWLQLDQ�DQG�RWKHU�OHIWLVW�IRUFHV��’UX]HV�DQG�
6XQQLV�LQ�SDUWLFXODU��WKH�6\ULDQ�DUP\�WKHQ�FRQIURQWHG�WKH�&KULVWLDQ�/HEDQHVH�
)RUFHV�� ,QGHHG�� LI� 6\ULD� ZDV� WR� FRQWURO� DQG� SDFLI\� /HEDQRQ�� LW� ZRXOG� RI�
QHFHVVLW\�QHHG�WR�UHGXFH�WKH�FRUH�&KULVWLDQ�FRPPXQLW\�WKDW�JDYH�/HEDQRQ�LWV�
VSHFLDO�QDWLRQDO�GLVWLQFWLRQ��)RU�WKUHH�PRQWKV��GXULQJ�‡WKH�����’D\V�:DU·�LQ�
PLG������� 6\ULD� ERPEDUGHG�&KULVWLDQ�(DVW�%HLUXW�� VSHFLILFDOO\�$VKUDIL\\D��
ZKLFK�OHG�WR�WKH�IOLJKW�RI���������SHRSOH��DW�WKLV�WLPH�6\ULDQ�IRUFHV�ZHUH�DOVR�
FDSWXULQJ�%DWURXQ�DQG�%HVKDUUH�DUHDV� LQ� WKH�KHDUW�RI� WKH�PRXQWDLQ�DUHD��$�
IORRG� RI� &KULVWLDQ� UHIXJHHV� DQG� WKH� H[HFXWLRQ� RI�PDQ\� /HEDQHVH� FLYLOLDQV�
ZHUH� WKH� GLUHFW� UHVXOW� DW� WKLV� VWDJH� RI� WKH� LQWHQVLILFDWLRQ� DQG� H[WHQVLRQ� RI�
6\ULD¶V�UXWKOHVV�FRQTXHVW�RI�/HEDQRQ��

,Q� WKH�����V��6\ULD� IXUWKHU� H[SDQGHG� LWV�PLOLWDU\�FRQWURO� LQ� WKH�DUHDV�RI�
=DKOH��$OH\��1DEDWL\HK��DQG�-H]]LQH��SULRU�WR�WKH�XOWLPDWH�PLOLWDU\�FDSWXUH�RI�
WKH�SUHVLGHQWLDO�SDODFH�DW�%D¶DEGD��VRXWKHDVW�RI�%HLUXW�RQ�2FWREHU�����������
,Q�WKDW�ILQDO�FRQIURQWDWLRQ�6\ULDQ�IRUFHV�GHIHDWHG�/HEDQHVH�$UP\�XQLWV�XQGHU�
WKH�FRPPDQG�RI�*HQHUDO�0LFKHO�$RXQ��ZKR�KDG�IDLOHG� LQ�KLV�VHOI�GHFODUHG�
‡ZDU� RI� OLEHUDWLRQ·�� 6\ULDQ� PLOLWDU\� RFFXSDWLRQ� RI� /HEDQRQ�� WKHUHIRUH��
LQFRUSRUDWHG�WKH�HQWLUH�FRXQWU\�ZLWK�WKH�H[FHSWLRQ�RI�WKH�VRXWKHUQ�‡VHFXULW\�
]RQH·�XQGHU�WKH�FRQWURO�RI�WKH�,VUDHOL�$UP\��,’)��DQG�LWV�6RXWKHUQ�/HEDQHVH�
$UP\� �6/$�� DOO\�� 2QH� UHOLDEOH� VRXUFH� VXJJHVWV� WKDW� WKH� 6\ULDQV� ZHUH�
UHVSRQVLEOH�IRU�WKH�GHDWKV�RI�DSSUR[LPDWHO\���������/HEDQHVH�DQG�WKH�IOLJKW�
RI�DERXW�D�KDOI�D�PLOOLRQ�SHRSOH�IURP�WKH�FRXQWU\����

6\ULD�VWDWLRQHG�LWV�FRPPDQGLQJ�VXSHUYLVLRQ�DW�WKH�0LQLVWU\�RI�’HIHQVH�DW�
<HU]H�� ZKLOH� RUJDQL]LQJ� LWV� XELTXLWRXV� VHFXULW\� DQG� LQWHOOLJHQFH� DSSDUDWXV�
�PXNKDEDUDW�� XQGHU� &RORQHO� *KD]L� .DQD¶DQ� ZKR� EHFDPH� WKH� SHUVRQDO�
QRWRULRXV�PDQLIHVWDWLRQ�RI�WKH�RFFXSDWLRQ�UHJLPH��,Q�VKRUW�RUGHU�WKH�6\ULDQV�
FRQILUPHG�WKDW��DV�+DQQDK�$UHQGW�ZURWH��‡WHUURU�LV�WKH�HVVHQFH�RI�WRWDOLWDULDQ�
GRPLQDWLRQ�·��3ROLWLFDO�DVVDVVLQDWLRQ�ZDV�LWV�PRVW�GUHDGIXO�IRUP�DWWHVWHG�E\�
WKH�PXUGHUV�RI�QRWHG�QDWLRQDO�OHDGHUV��OLNH�.DPDO�-XQEODWW��WKH�’UX]H�KHDG�
RI� WKH�3URJUHVVLYH�6RFLDOLVW�3DUW\� LQ�������%DVKLU�*HPD\HO��FRPPDQGHU�RI�
WKH� /HEDQHVH� )RUFHV� DQG� SUHVLGHQW�HOHFW� RI� /HEDQRQ� LQ� ������ DQG� 5HQH�
0R¶DZHG�� 3UHVLGHQW� RI� /HEDQRQ� LQ� ������ 5HOLJLRXV� GLJQLWDULHV�� VXFK� DV�
)DWKHU�3KLOLSSH�$ERX�6OHLPDQH� LQ�$OH\�DQG�6KHLNK�$KPHG�$VVDI� LQ�������
DQG�6KHLNK�+DVVDQ�.KDOHG�WKH�6XQQL�0XIWL�RI�/HEDQRQ�LQ�������ZHUH�DOVR�
GLVSRVHG� RI�� :HOO�NQRZQ� MRXUQDOLVWV� OLNH� 6HOLP� $O�/RZ]L� LQ� ����� DQG�
5L\DG�7DKD�� SUHVLGHQW� RI� WKH�/HEDQHVH�3UHVV�$VVRFLDWLRQ�� LQ� ����� EHFDPH�
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YLFWLPV� RI� WKH� 6\ULDQ� VHFXULW\� KLW� VTXDGV�� &HUWDLQ� VRXUFHV� FODLP� WKDW� WKH�
DVVDVVLQDWLRQ�RI�’DQ\�&KDPRXQ��VRQ�RI�IRUPHU�/HEDQHVH�SUHVLGHQW�&DPLOOH�
&KDPRXQ�� LQ� 2FWREHU� ����� ZDV� WKH� ZRUN� RI� WKH� 6\ULDQV� ZLWK� /HEDQHVH�
FROODERUDWLRQ���ZKLOH�RWKHUV�GLVDJUHH���7KH�DWWHPSWHG�DVVDVVLQDWLRQV�RI�3LHUUH�
*HPD\HO��IRXQGHU�RI�WKH�.DWD¶LE��3KDODQJH�PRYHPHQW��DQG�IDWKHU�RI�%DVKLU�
DQG� $PLQ�� 5D\PRQG� (GGH� WKH� 1DWLRQDO� %ORF� OHDGHU�� &DPLOOH� &KDPRXQ�
IRUPHU� SUHVLGHQW� DQG� KHDG� RI� WKH� /LEHUDO� 3DUW\�� DQG� WKH� *UHHN� &DWKROLF�
SDWULDUFK�0D[LPRV�9��+DNLP��VKRXOG�EH�QRWHG�LQ�WKLV�FRQWH[W���

7KH�SUHVHQFH�RI�6\ULDQ�VROGLHUV�DQG�SODLQFORWKHVPHQ�DW�%HLUXW�DLUSRUW�DQG�
RQ� WKH� URDG� WR� %DDOEHN� ZHUH� WZR� YLVLEOH� VLJQV� DPRQJ� PDQ\� WKDW� IRUHLJQ�
RFFXSDWLRQ� KDG� EHFRPH� WKH� GDLO\� UHDOLW\� RI� /HEDQHVH� OLIH���� 0RQLWRULQJ�
WHOHSKRQH� FRQYHUVDWLRQV� RI� /HEDQHVH� FLWL]HQV� DQG� UHFRUGLQJ� YLVLWV� WR�
3DWULDUFK�1DVUDOODK�6IHLU�RI�WKH�0DURQLWH�&KXUFK�LQ�%NLUNH�DUH�RWKHU�IRUPV�
RI� 6\ULDQ� ‡VHFXULW\·� PHDVXUHV�� :KLOH� LW� KDG� EHHQ� FXVWRPDU\� ZLWKLQ� WKH�
/HEDQHVH� PLOLWDU\� WUDGLWLRQ� WR� VHQG� LWV� SHUVRQQHO� IRU� RIILFHU� WUDLQLQJ� WR�
(XURSH� DQG� WKH� 8QLWHG� 6WDWHV�� LW� QRZ� EHFDPH�PDQGDWRU\� WR� VHQG� WKHP� WR�
6\ULDQ� PLOLWDU\� DFDGHPLHV�� 1R� OHVV� RPLQRXV� LQ� /HEDQRQ¶V� VOLGH� WRZDUG�
QDWLRQDO� REOLYLRQ� ZDV� WKH� FKRLFH� RI� /HEDQHVH� $UP\� &RPPDQGHU� (PLOH�
/DKRXG� DV� 3UHVLGHQW� LQ� ������ ZKLFK� VHHPHG� WR� VLJQDO� WKH� WUDQVFHQGLQJ�
6\ULDQ�REMHFWLYH�WR�WLH�WKH�DUPLHV�RI�6\ULD�DQG�/HEDQRQ�LQWR�D�MRLQW�PLOLWDU\�
IRUFH� IRU� IXWXUH� ZDUIDUH�� SHUKDSV� DJDLQVW� ,VUDHO� WR� WKH� VRXWK�� 0HDQZKLOH��
WKRXJK� D� 0DURQLWH� FRQWLQXHG� WR� EH� WKH� FRPPDQGHU� RI� WKH� DUP\�� 0XVOLP�
FRQVFULSWV�FRQVWLWXWHG�DERXW����SHU�FHQW�RI�WKH�WRWDO�QXPEHUV��

&HQWUDO� WR� WKH� DWPRVSKHUH� RI� IHDU� WKDW� HQYHORSHG� /HEDQRQ� ZDV� WKH�
SUDFWLFH� RI� NLGQDSSLQJ� DQG� DUUHVW� RI� /HEDQHVH� FLWL]HQV�� WKH� XVH� RI� WRUWXUH�
DJDLQVW�WKHP��DQG�RIWHQ�WKHLU�YLUWXDO�GLVDSSHDUDQFH�WKDW�LQFOXGHG��XQNQRZQ�WR�
WKHLU�IDPLOLHV��UHPRYDO�WR�WKH�0H]]D�DQG�3DOP\UD�SULVRQV�LQ�6\ULD����:LWKLQ�
/HEDQRQ�LWVHOI��6\ULD�RSHUDWHG�GHWHQWLRQ�IDFLOLWLHV�LQ�7ULSROL��%HLUXW��6KWDXUD�
LQ� WKH� %HNND� DQG� $QMDU� RQ� WKH� /HEDQHVH�6\ULDQ� ERUGHU�� 6RPH� LQGLYLGXDO�
NLGQDSSLQJ�FDVHV�LQFOXGHG�WKDW�RI�-LKDG�(LG�IURP�+DGGHVV��VRXWK�RI�%HLUXW��
LQ� ������ %RXWURV�.KDZDQG�� VHQLRU� 3KDODQJH� 3DUW\� RIILFLDO� ZKR�ZDV� OLIWHG�
IURP� %HLUXW� LQ� ������ $OEHUW� 6KLGL\DN� D� V\PSDWKL]HU� RI� *HQHUDO� $RXQ� LQ�
������.D\WHO�+D\HN�D�OLHXWHQDQW�FRORQHO�LQ�WKH�/HEDQHVH�$UP\�LQ�������DQG�
$OEHUW�-DEHU�$WDOODK�/RK�IURP�=DOND�LQ�(DVW�%HLUXW�LQ���������,QWHQVH�HIIRUWV�
E\� IDPLO\�PHPEHUV� VRPHWLPHV� VXFFHHGHG� LQ� GLVFRYHULQJ� WKDW� WKH� GHWDLQHG�
/HEDQHVH� ZHUH� EHLQJ� KHOG� LQ� WKH� 0H]]D� SULVRQ� LQ� ’DPDVFXV�� 3ROLWLFDO�
DFWLYLWLHV�DJDLQVW�WKH�6\ULDQ�RFFXSDWLRQ�RU�FRQWDFWV�ZLWK�‡WKH�=LRQLVW�HQHP\·�
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ZHUH� WKH� SUHVXPHG� UHDVRQV� IRU� WKH� DUUHVWV�� WKRXJK� QR� SXEOLF� FKDUJHV�ZHUH�
ODLG�DQG�QR�WULDOV�ZHUH�KHOG��/HEDQHVH�3UHVLGHQW�(OLDV�+DUDZL�KDG�HVWLPDWHG�
WKDW�LQ������VRPH�����/HEDQHVH�ZHUH�LQ�6\ULDQ�FXVWRG\��PDQ\�IRU�SURORQJHG�
SHULRGV�RI�VHFUHW�GHWHQWLRQ����,Q�RQH�FDVH�WKDW�+XPDQ�5LJKWV�:DWFK�UHSRUWHG�
LQ�1RYHPEHU�������6\ULDQ�DXWKRULWLHV�LQ�’DPDVFXV��RIIHULQJ�QR�H[SODQDWLRQ�
ZKDWVRHYHU��UHWXUQHG�WKH�GHDG�ERG\�RI�/HEDQHVH�FLWL]HQ�$GHO�.KDODI�$MRXUL��
DJHG�����ZKR�KDG�‡GLVDSSHDUHG·�LQ�������

7KH� UHPRYDO��QHXWUDOL]DWLRQ��DQG�VLOHQFLQJ�RI� OHDGLQJ�/HEDQHVH�SROLWLFDO�
SHUVRQDOLWLHV� ZDV� DFKLHYHG� E\� YDULRXV� PHDQV� RWKHU� WKDQ� DVVDVVLQDWLRQ� RU�
GLVDSSHDUDQFH��6RPH�ZHUH�WULHG�DQG�MDLOHG��RU�ILUVW�MDLOHG�DQG�WKHQ�WULHG��DV�LQ�
WKH�FDVH�RI�6DPLU�*HDJHD�DFFXVHG�RI� WKH�PXUGHU�RI�3ULPH�0LQLVWHU�5DVKLG�
.DUDPH� LQ� ����� DQG� WKH� ����� FKXUFK� ERPELQJ� LQ� -RXQLHK� �ZKLFK� ZDV�
SUREDEO\�SHUSHWUDWHG�E\�6\ULDQ�DJHQWV���+H�ZDV�VHQWHQFHG�WR�GHDWK�EXW�WKLV�
ZDV� FRPPXWHG� WR� OLIH� LPSULVRQPHQW��2WKHUV� OLNH� (WLHQQH� 6DNU� �$EX�$U]���
FKDLUPDQ�RI� WKH�*XDUGLDQV�RI� WKH�&HGDUV�� IOHG�%HLUXW� WR� -H]]LQH��XQGHU� WKH�
FRQWURO�RI�WKH�6RXWK�/HEDQHVH�$UP\�XQWLO�PLG�������DQG�WKHQ�WR�KLV�QDWLYH�
YLOODJH�RI�$\Q�(EHO�LQ�VRXWKHUQ�/HEDQRQ��XQGHU�WKH�SURWHFWLRQ�RI�WKH�,VUDHOL�
$UP\��6WLOO�RWKHUV�ZHQW� LQWR� IRUFHG�RU� VHOI�LPSRVHG�H[LOH�DEURDG�� WKH� WKUHH�
PRVW� QRWDEOH� FDVHV� EHLQJ� IRUPHU� 3UHVLGHQW� $PLQ� *HPD\HO�� *HQHUDO� �DQG�
IRUPHU� 3ULPH�0LQLVWHU��0LFKHO�$RXQ�� DQG�1DWLRQDO� %ORF� OHDGHU� 5D\PRQG�
(GGH��DOO�RI�ZKRP�DUH�OLYLQJ�LQ�3DULV��&OHDU�DQG�FRPSHOOLQJ�HYLGHQFH�H[LVWV�
WKDW�SULRU�WR�WKHLU�H[LOH��DQG�SHUKDSV�DIWHU��6\ULD�KDG�WULHG�WR�DVVDVVLQDWH�WKHVH�
WKUHH�OHDGHUV����

�

��� 7KH�3ROLWLFDO�DQG�-XGLFLDO�’RPDLQ�
/HEDQRQ�KDG�EHFRPH��DV�$PLQ�*HPD\HO�VWDWHG�LQ�������‡D�6\ULDQ�FOLHQW�

VWDWH·���� D� YLUWXDO� VDWHOOLWH�RU� VDWUDS�RI�’DPDVFXV� VXEMXJDWHG�XQGHU� ‡6\ULDQ�
VWUDWHJLF�KHJHPRQ\·����)URP�PHGLDWRU�LQ�WKH���������ZDU�WR�SROLWLFDO�EURNHU�
RI� LQWHU�FRPPXQDO� FRQIOLFW��6\ULD� FDPH� WR�GRPLQDWH� WKH�/HEDQHVH�SROLWLFDO�
DUHQD� DQG� VKDSHG� LWV� HYROYLQJ� SRZHU� DUUDQJHPHQWV� DV� WKH� UHDOLW\� RI�
RFFXSDWLRQ�WRRN�IRUP��

7KH� IRUPDO� IDFDGH� DQG� FRQVHQVXDO� FDVW� WR� 6\ULDQ� UXOH� ZHUH� D� VHULHV� RI�
DJUHHPHQWV�WKDW�EHJDQ�ZLWK�WKH�‡&RQVWLWXWLRQDO�’RFXPHQW·�RI�)HEUXDU\������
WKDW�ZDV�SUHSDUHG�WKURXJK�WKH�LQWHUYHQWLRQ�RI�6\ULDQ�)RUHLJQ�0LQLVWHU�$EGXO�
+DOLP�.KDGGDP��:KLOH�LGHQWLI\LQJ�/HEDQRQ�DV�DQ�$UDE�VWDWH��WKLV�GRFXPHQW�
SURSRVHG� D� ������ GLYLVLRQ� RI� SDUOLDPHQWDU\� UHSUHVHQWDWLRQ�� WKHUHE\�
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HOLPLQDWLQJ� WKH� WUDGLWLRQDO� &KULVWLDQ� DGYDQWDJH� RYHU� WKH� 0XVOLPV�� 7KH�
‡7ULSDUWLWH� $JUHHPHQW·� LQYROYLQJ� :DOLG� -XQEODWW� �’UX]HV��� 1DELK� %HUUL�
�6KLLWHV��� DQG� (OLH� +REHLND� �&KULVWLDQV�� RI� ’HFHPEHU� ������ DQG� DJDLQ�
ZRUNHG� RXW� E\� QRZ� 6\ULDQ� 9LFH�3UHVLGHQW� .KDGGDP�� ZDV� VLJQHG� LQ�
’DPDVFXV� DQG� VLJQDOHG� WKH� JURZLQJ� IRUPDOL]DWLRQ� RI� WKH� LPPLQHQW� 6\ULDQ�
2UGHU�LQ�/HEDQRQ��GHILQHG�DV�DQ�$UDE�FRXQWU\�ZLWK�D�GLVWLQFWLYH�UHODWLRQVKLS�
ZLWK� 6\ULD�� )ROORZLQJ� WKH� ILQDO� FRQTXHVW� RI� %D¶DEGD� DQG� %HLUXW� LQ� ������
6\ULD� FRQFOXGHG� WKH�%URWKHUKRRG�7UHDW\� IRU�&RRUGLQDWLRQ�DQG�&RRSHUDWLRQ�
ZLWK�/HEDQRQ�RQ�0D\�����������,W�ZDV�WKLV�DJUHHPHQW��ZLWK�LWV�VSLQ�RII�RI����
VHSDUDWH�RQHV��ZKLFK�VROLGLILHG�WKH�LQWHJUDWLRQ�RI�WKH�WZR�FRXQWULHV�LQ�PDWWHUV�
RI� VHFXULW\�DQG� LQWHOOLJHQFH�� ILQDQFH�DQG� WUDGH�� LQGXVWU\�DQG�DJULFXOWXUH��E\�
HVWDEOLVKLQJ� WKH� PHFKDQLVP� IRU� 6\ULDQ� GLNWDW� XQGHU� WKH� FRYHU� RI� ‡MRLQW·�
GHFLVLRQ�PDNLQJ���

’DPDVFXV� HIIHFWHG� WKH� FRQVROLGDWLRQ� RI� LWV� JULS� RYHU� /HEDQRQ� E\�
DFTXLULQJ�D�UHJLRQDO�$UDE�SROLWLFDO�VWDPS��7KH�PLQL�$UDE�VXPPLW�DW�5L\DGK�
IROORZHG� E\� WKH� EURDGHU� &DLUR� 6XPPLW� ERWK� LQ� 2FWREHU� ����� SURYLGHG� D�
SODWIRUP� IRU� DXWKRUL]LQJ� 6\ULDQ�PLOLWDU\� RFFXSDWLRQ� RI� /HEDQRQ� XQGHU� WKH�
XPEUHOOD�RI�WKH�$UDE�’HWHUUHQW�)RUFH��7ZR�\HDUV�ODWHU��WKH�%HLW�D�’LQ�$UDE�
&RQIHUHQFH� WKDW� FRQYHQHG� LQ� 0RXQW� /HEDQRQ� UHIHUUHG� H[SOLFLWO\� WR� WKH�
FRXQWU\¶V�$UDE�LGHQWLW\��,Q�-XO\�������LQ�WKH�WKURHV�RI�,VUDHO¶V�FUXVKLQJ�ZDU�
DJDLQVW� WKH�3/2�LQ�/HEDQRQ�� WKH�%HLUXW�JRYHUQPHQW� WRRN�D�GHFLVLRQ�QRW� WR�
UHQHZ� WKH� PDQGDWH� RI� WKH� $’)�� LQ� RUGHU� WR� EULQJ� DERXW� D� FRPSOHWH�
ZLWKGUDZDO�RI�DOO�QRQ�/HEDQHVH�IRUFHV�–�ERWK�6\ULDQ�DQG�,VUDHOL��%XW� WR�QR�
DYDLO�� DV� 6\ULD� LJQRUHG� WKH� /HEDQHVH� GHPDQG� IRU� UHFRYHULQJ� LWV�
LQGHSHQGHQFH��DW� WKH�VDPH�WLPH�LJQRULQJ�81�6HFXULW\�5HVROXWLRQ�����IURP�
6HSWHPEHU����������� WKDW� WRRN�‡QRWH�RI�/HEDQRQ¶V�GHWHUPLQDWLRQ� WR�HQVXUH�
WKH� ZLWKGUDZDO� RI� DOO� QRQ�/HEDQHVH� IRUFHV� IURP� /HEDQRQ�·� 7KHUHDIWHU�� LQ�
������ 6\ULD� VXFFHHGHG� WR� FRPSHO� 3UHVLGHQW� $PLQ� *HPD\HO� DQG� WKH�
SDUOLDPHQW� WR�QXOOLI\� WKH�0D\����$JUHHPHQW� WKDW�/HEDQRQ�KDG�VLJQHG�ZLWK�
,VUDHO� LQ� ������ IROORZLQJ� ZKLFK�� DQG� REHGLHQW� WR� 6\ULDQ� GLUHFWLYHV�� 3ULPH�
0LQLVWHU�5DVKLG�.DUDPH�GHFODUHG�WKH�FORVLQJ�RI�WKH�,VUDHOL� OLDVLRQ�RIILFH�LQ�
’ED\HK����

%XW�WKH�SHQXOWLPDWH�SROLWLFDO�UHFRJQLWLRQ�RI�’DPDVFXV¶V�GRPLQDWLRQ�ZDV�
WKH� 6\ULDQ�6DXGL� SUHSDUHG� 7DLI� $FFRUG� LQ� 2FWREHU� ������ &KULVWLDQ� DQG�
0XVOLP�/HEDQHVH�SDUOLDPHQWDULDQV�� OLNH�SHQLWHQW� VLQQHUV�JRLQJ� WR�&DQRVVD��
GXWLIXOO\� DWWHQGHG� WKH� FRQIHUHQFH� DQG� DSSURYHG� WKH� ILQDO� GRFXPHQW��
$GPLWWHGO\��WKH�$FFRUG�FDOOHG�XSRQ�6\ULD�WR�UHGHSOR\�LWV�IRUFHV�ZLWKLQ�WZR�
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\HDUV�WR�WKH�%HNND�YDOOH\�LQ�HDVWHUQ�/HEDQRQ��ZKLFK�LW�GLG�QRW�GR��ZKLOH�WKH�
ILQDO�ZLWKGUDZDO� IURP�/HEDQHVH� WHUULWRU\�ZDV� WR�EH�EDVHG�RQ� D� VXEVHTXHQW�
DJUHHPHQW� EHWZHHQ� WKH� WZR� FRXQWULHV� ZKLFK� ZDV� QHYHU� PDGH�� &RQVLVWHQW�
ZLWK� HDUOLHU� UHIRUP� SURSRVDOV� IRU� WKH� /HEDQHVH� SROLWLFDO� V\VWHP�� WKH� 7DLI�
DJUHHPHQW� HUHFWHG� D� UH�GHVLJQHG� WURLND� UHJLPH� KHDGHG� E\� WKH� &KULVWLDQ�
0DURQLWH� 3UHVLGHQW� ZLWK� UHGXFHG� SRZHUV�� WKH� 6XQQL� 3ULPH� 0LQLVWHU� ZLWK�
LQFUHDVHG� SRZHUV�� DQG� WKH� 6KLLWH� 6SHDNHU� RI� WKH� 1DWLRQDO� $VVHPEO\��
5HIHUHQFHV� WR� HQG� FRQIHVVLRQDOLVP�� GRXEOHVSHDN� IRU� HUDGLFDWLQJ� &KULVWLDQ�
SULPDF\��DQG�WR�FRQILUP�WKH�FRXQWU\¶V�$UDE�LGHQWLW\�VHUYLQJ�DV�D�HXSKHPLVP�
IRU�GHQ\LQJ�/HEDQHVH�SDUWLFXODULW\��ZHUH�DGGLWLRQDO�FRPSRQHQWV�RI� WKH�7DLI�
IRUPXOD�WKDW�6\ULD�LPSRVHG�RQ�LWV�IDWLJXHG�DQG�IDFWLRQDOL]HG�WLQ\�QHLJKERU�WR�
WKH�ZHVW��

/HEDQHVH�QDWLRQDO�SROLWLFDO�LQVWLWXWLRQV�DQG�SROLWLFDO�ILJXUHV�IHOO�XQGHU�WKH�
WLJKW�FRQWURO�RI�6\ULD�FRQFRPLWDQW�ZLWK�LWV�PLOLWDU\�LQWHUYHQWLRQ�LQ�WKH�PLG�
����V�� 7KH� SROLWLFDO� SLOJULPDJHV� WR� ’DPDVFXV� RI� 0DURQLWH� OHDGHUV� 3LHUUH�
*HPD\HO�LQ�’HFHPEHU������DQG�&DPLOOH�&KDPRXQ�LQ�HDUO\�������WKH�ODWWHU�
KDYLQJ� QRW� YLVLWHG� WKH� 6\ULDQ� FDSLWDO� IRU� WZR� GHFDGHV�� LOOXVWUDWHG� WKDW�
/HEDQRQ¶V� IDWH� ZDV� SDVVLQJ� LQWR� WKH� KDQGV� RI� +DIH]� DO�$VVDG�� /HEDQHVH�
3UHVLGHQW�6XOHLPDQ�)UDQMLHK�����������KDG�EHHQ�NQRZQ�WR�EH�RQ�FORVH�WHUPV�
ZLWK� WKH� 6\ULDQ� SUHVLGHQW�� ZKLOH� 6\ULD¶V� QRPLQHH� (OLDV� 6DUNLV� DV� KLV�
VXFFHVVRU��ZDV�‡HOHFWHG·�SUHVLGHQW�E\�WKH�1DWLRQDO�$VVHPEO\�LQ�������:KHQ�
6DUNLV�ZDQWHG� WR� LQFOXGH� WKH�’UX]H� ]D¶LP�.DPDO� -XQEODWW� LQ�KLV� FDELQHW� LQ�
1RYHPEHU�� $VVDG� EORFNHG� WKH� PRYH� GXH� WR� -XQEODWW¶V� RSSRVLWLRQ� WR� WKH�
JURZLQJ� UROH� RI� 6\ULD� LQ� /HEDQRQ�� $� \HDU� ODWHU� -XQEODWW¶V� FRQWLQXHG�
RSSRVLWLRQ�WR�6\ULD�FRVW�KLP�KLV�OLIH��

3UHVLGHQW�HOHFW� %DVKLU� *HPD\HO�� GHVWLQHG� WR� VXFFHHG� 6DUNLV�� ZDV�
DVVDVVLQDWHG� RQ� 6HSWHPEHU� ���� ����� E\� D� PHPEHU� RI� WKH� 6\ULDQ� 6RFLDO�
1DWLRQDOLVW�3DUW\��6613��LQ�FROOXVLRQ�ZLWK�WKH�6\ULDQ�LQWHOOLJHQFH�VHUYLFHV�LQ�
%HLUXW���� +LV� EURWKHU� $PLQ�� ZKR� EHFDPH� WKH� QH[W� /HEDQHVH� SUHVLGHQW��
FROODSVHG� XQGHU� GLUHFW� 6\ULDQ� SROLWLFDO� SUHVVXUH�� DV� DOUHDG\� QRWHG�� E\� QRW�
DGGLQJ� KLV� VLJQDWXUH� WR� WKH�0D\� ���$JUHHPHQW�ZLWK� ,VUDHO�� DQG� DSSRLQWHG�
XQGHU�GXUHVV� WKH�SUR�6\ULDQ�5DVKLG�.DUDPH�DV�3ULPH�0LQLVWHU��0HDQZKLOH�
$PLQ¶V� JRYHUQPHQW� ZLWKHUHG� LQ� WKH� IDFH� RI� 6\ULDQ�VXSSRUWHG� ’UX]H� DQG�
6KLLWH�ZDUIDUH�DJDLQVW�WKH�1DWLRQDO�$UP\�LQ�WKH�PLG�����V��$W�WKH�HQG�RI�KLV�
WHUP� LQ� ������ $PLQ� *HPD\HO� KDG� ORVW� KLV� SUHVLGHQWLDO� DXWKRULW\� DQG� ZDV�
IRUFHG� LQWR� H[LOH� LQ� )UDQFH�� +LV� VXFFHVVRU� 5HQH� 0R¶DZHG� IURP� =JKDUWD��
VWXEERUQ� LQ� WKH� IDFH� RI� 6\ULDQ� GLUHFWLYHV�� ZDV� PXUGHUHG� LQ� D� URDG�VLGH�
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ERPELQJ�DWWDFN�DJDLQVW�KLV�YHKLFOH�RQ�1RYHPEHU�����������DIWHU�VHUYLQJ�MXVW�
HLJKWHHQ�GD\V�LQ�RIILFH��(OLDV�+UDZL�IURP�=DKOH�FDPH�QH[W��SOLDQW�DQG�ZHDN�
DV�RQH�PLJKW�H[SHFW�WKHUHDIWHU��6\ULDQ�FRQFHUQ�IRU�/HEDQHVH�FRQWLQXLW\�OHG�WR�
KLV� KDVW\� HOHFWLRQ� WKDW� ZDV� RUJDQL]HG� E\� &RO�� *KD]L� .DQD¶DQ� DW� WKH� 3DUN�
+RWHO� LQ� WKH� PRXQWDLQ� WRZQ� RI� 6KWDXUD�� $VVDG� ODWHU� DUUDQJHG� IRU� WKH�
H[WHQVLRQ� RI� KLV� SUHVLGHQWLDO� WHUP�� VFKHGXOHG� WR� HQG� LQ� ������ IRU� DQRWKHU�
WKUHH�\HDUV��/DWHU��RQ�2FWREHU���������DFFRUGLQJ�WR�7KH�/HEDQRQ�5HSRUW��
‡0U��$VVDG�LQIRUPHG�KLP�>(OLDV�+UDZL@�WKDW�KLV�WLPH�ZDV�XS�DQG�WKDW�6\ULD�
VXSSRUWHG� WKH� FDQGLGDF\� RI� WKH� DUP\� FRPPDQGHU�� (PLOH� /DKRXG�·��� $IWHU�
/DKRXG¶V� FDQGLGDWXUH� KDG� ‡EHHQ� HQGRUVHG� E\� 6\ULDQ� 3UHVLGHQW� +DIH]� DO�
$VVDG·����WKH�/HEDQHVH�1DWLRQDO�$VVHPEO\�VODYLVKO\�DSSURYHG�WKH�FKRLFH�RQ�
2FWREHU� ��� ZLWK� D� VWDJHG� YRWH� RI� ���� LQ� IDYRU� DQG� ��� DEVWHQWLRQV�� 1R�
/HEDQHVH�GHSXW\�GDUHG�RSHQO\�RSSRVH�$VVDG¶V�SUHVLGHQWLDO� DSSRLQWPHQW� LQ�
%HLUXW�� 7KLUWHHQ� GD\V� DIWHU� WKH� YRWH�� %HVKDU� $VVDG�� VRQ� RI� WKH� 6\ULDQ�
SUHVLGHQW��DQG�*KD]L�.DQD¶DQ��6\ULD¶V�VWURQJPDQ�LQ�/HEDQRQ��KHOG�D�PHHWLQJ�
ZLWK� WKH� QHZ�SUHVLGHQW� RI�/HEDQRQ�� )RU� WKH� ILUVW� WLPH� D�6XQQL� RIILFHU�ZDV�
DSSRLQWHG�WR�KHDG�WKH�SUHVLGHQWLDO�JXDUG���

7KH�RWKHU� WZR� VR�FDOOHG� ‡SUHVLGHQWLDO·� RIILFHV�ZHUH� VXEMHFW� WR� WKH� VDPH�
SDWWHUQ� RI� 6\ULDQ� GRPLQDWLRQ��:KHQ�$VVDG� EHFDPH� GLVDIIHFWHG�ZLWK� 6XQQL�
3ULPH�0LQLVWHU�5DILT�+DULUL�DQG�WKH�VWHQFK�RI�FRUUXSWLRQ�VXUURXQGLQJ�KLP�LQ�
������ KH� UHSODFHG� KLP� ZLWK� WKH� PRUH� GRFLOH� 6HOLP� DO�+RVV�� /LNHZLVH�� LQ�
������ 6\ULD� KDG� .DPDO� DO�$VVDG� WKH� 6KLLWH� 6SHDNHU� RI� WKH� &KDPEHU� RI�
’HSXWLHV�UHPRYHG�EHFDXVH�KH�KDG�VXSSRUWHG�WKH�0D\����$JUHHPHQW�EHWZHHQ�
/HEDQRQ�DQG� ,VUDHO�� ,Q�KLV�SODFH�+XVVHLQ�+XVVHLQL�� D�SUR�6\ULDQ�VXSSRUWHU��
ZDV�DSSRLQWHG���

/HEDQHVH�SROLWLFLDQV�ZKR�DFWLYHO\�DFFRPPRGDWHG� WKH�6\ULDQ�RFFXSDWLRQ�
DIIRUGHG�’DPDVFXV�D�PHFKDQLVP�RI�‡LQGLUHFW�UXOH·�WKURXJK�ORFDO�SHUVRQDJHV��
WKHUHE\�SURYLGLQJ�YLYLG�SURRI�RI�WKH�QRUPDWLYH�FKDUDFWHU�RI�/HEDQRQ¶V�TXLHW�
GLVVROXWLRQ� DV� DQ� LQGHSHQGHQW� SROLWLFDO� HQWLW\�� %H\RQG� WKRVH� DOUHDG\�
PHQWLRQHG�ZHUH�0LFKHO�0XUU��D�*UHHN�2UWKRGR[�IURP�WKH�0HWQ��ZKR�ZKLOH�
VWURQJ� DQG� GHVSLVHG� LQ� /HEDQRQ�� KHDGHG� D� QXPEHU� RI� VHQLRU� PLQLVWULHV��
LQFOXGLQJ�,QWHULRU�DQG�’HIHQVH��RYHU�WKH�\HDUV��,Q�KLV�RIILFLDO�FDSDFLW\�KH�KDG�
D� KDQG� LQ� WKH� UHSUHVVLRQ� RI� SRSXODU� SURWHVW� DJDLQVW� WKH� 6\ULDQ� RFFXSDWLRQ��
$QRWKHU� HYHQ� PRUH� QRWRULRXV� FROODERUDWRU� ZDV� (OLH� +REHLND�� D� 0DURQLWH�
ZKR�KDG�IRXJKW�6DPLU�*HDJHD�IRU�WKH�FRPPDQG�RI�WKH�/HEDQHVH�)RUFHV��EXW�
WKHQ�EHFDPH�D�WXUQFRDW�–�DJDLQVW�,VUDHO�KLV�DOO\�DQG�WKH�&KULVWLDQ�UHVLVWDQFH�
KH� KDG� IRXJKW� IRU� –� DQG� MRLQHG� ZLWK� WKH� 6\ULDQV�� 7KLV� RIIHUHG� KLP�
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RSSRUWXQLWLHV�IRU�PRQH\�DQG�SRZHU��&ORVH�WR�5LIDDW�$VVDG�DQG�D�FHQWUDO�DFWRU�
LQ� WKH� DSSDUHQW� 6\ULDQ�RUFKHVWUDWHG� PDVVDFUH� DW� 6DEUD� DQG� 6KDWLOOD� LQ�
6HSWHPEHU�� ������ +REHLND� ZRUNHG� FORVHO\� ZLWK� &RO�� *KD]L� .DQD¶DQ� DQG�
ZHQW�RQ�WR�EHFRPH�WKH�0LQLVWHU�IRU�(QHUJ\�DQG�,QIUDVWUXFWXUH�LQ�WKH�����V����
)RU�WKH�PRPHQW��FROODERUDWLRQ�RIIHUHG�WHPSWLQJ�UHZDUGV��

7KH� KROGLQJ� RI� SDUOLDPHQWDU\� HOHFWLRQV�� DV� SUHVLGHQWLDO� HOHFWLRQV�� LQ� D�
SROLWLFDO�HQYLURQPHQW�RI�GRPLQDWLRQ�DQG�WUHSLGDWLRQ�FRXOG�QRW�DW�DOO�SURYLGH�
D� JDXJH� RI� WUXH� /HEDQHVH� YLHZV�� 3DUWLHV� KDG� EHHQ� EDQQHG� DQG� RUJDQL]HG�
RSLQLRQ�VPRWKHUHG�� ,W�ZDV�RQO\� LQ������ WKDW� WKH� ODVW�HOHFWHG������FKDPEHU�
ZDV�ILQDOO\�UHSODFHG��EXW�HYHQ�WKHQ��WKH�SUHVHQFH�RI�6\ULDQ�WURRSV�LQ�%HLUXW�
DV�D�FRQVSLFXRXV�VLJQ�RI�IRUHLJQ�RFFXSDWLRQ�OHG�WKH�&KULVWLDQ�SRSXODWLRQ�LQ�
WKH�FDSLWDO�DQG� WKH�PRXQWDLQ�DUHD��DQG� WKH�3KDODQJH�3DUW\� LWVHOI�� WR�ER\FRWW�
WKH�HOHFWLRQV��)DULG�HO�.KD]HQ�H[SODLQHG�WKDW�PXOWLSOH�&KULVWLDQ�JULHYDQFHV��
LQFOXGLQJ�WKH�TXHVWLRQ�RI�GLVSODFHG�UHIXJHHV�IURP�WKH������‡PRXQWDLQ�ZDU·�
DQG�VHOHFWLYH�GLVDUPLQJ�RI�PLOLWLDV��FRQWULEXWHG�WR�ZLGHVSUHDG�DOLHQDWLRQ�DQG�
QRQ�SDUWLFLSDWLRQ� LQ� WKH������HOHFWLRQV�� ,Q� IDFW�� RQO\� ILIWHHQ�SHU� FHQW�RI� DOO�
HOLJLEOH�YRWHUV�SDUWLFLSDWHG�LQ�WKHVH�HOHFWLRQV��,Q�VKRUW��WKH�GHPRFUDWLF�IDFDGH�
FRXOG� QRW� FRQFHDO� WKH� GLFWDWRULDO� KDQGV� RI� $VVDG� IURP� DIDU���� $� VLPLODU�
SLFWXUH�RI�/HEDQHVH�SROLWLFV�ODFNLQJ�YLJRU�DQG�DXWKHQWLFLW\�FKDUDFWHUL]HG�WKH�
�����SDUOLDPHQWDU\�HOHFWLRQV��

,W�UHPDLQV�WR�SRLQW�RXW�WKDW�6\ULD¶V�SROLWLFDO�PDFKLQDWLRQV�RI�D�SDUWLFXODUO\�
PDQLSXODWLYH� NLQG� LQYROYHG� WKH� XVH� RI� ORFDO� /HEDQHVH� SUR[LHV�� $VVDG¶V�
WDFWLFDO� JRDOV� FKDQJHG�ZLWK� WKH� FLUFXPVWDQFHV�� EXW� IRFXVHG� LQ� IXQGDPHQWDO�
WHUPV�RQ�FRQWUROOLQJ�WKH�VHFWDULDQ�FRQIOLFW��HQKDQFLQJ�6\ULDQ�GRPLQDWLRQ��DQG�
HOLPLQDWLQJ�,VUDHO¶V�UROH�DQG�SUHVHQFH�LQ�/HEDQRQ��7KXV��KH�DW�WLPHV�XVHG�WKH�
&KULVWLDQV� DJDLQVW� WKH� OHIWLVW� 1DWLRQDO� 0RYHPHQW� DQG� WKH� 3URJUHVVLYH�
6RFLDOLVW�3DUW\��WKHQ��KH�FKDQJHG�FRXUVH�DQG�DFWHG�LQ�WKH�RSSRVLWH�GLUHFWLRQ��
7KH� ’UX]H� DQG� 6KLLWHV� ZHUH� HPSOR\HG� DJDLQVW� WKH� *HPD\HO� JRYHUQPHQW��
+REHLND�DQG�IROORZHUV�VHUYHG�6\ULD¶V�LQWHUHVW�WR�H[DFHUEDWH�GLYLVLRQV�ZLWKLQ�
WKH�&KULVWLDQ�/HEDQHVH�)RUFHV��DQG�$PDO�DQG�+L]EXOODK�ZHUH�VSRQVRUHG�WR�
ILJKW� ,VUDHO� DQG� WKH�6/$��6\ULD� DVVLJQHG�D� FHQWUDO� UROH� WR� WKH� LGHRORJLFDOO\�
FRPSDWLEOH�6613�DV�D�WHUURULVW�DQG�YDQJXDUG�PRYHPHQW�DJDLQVW�WKH�0DURQLWH�
&KULVWLDQ�FRPPXQLW\��&ODLPLQJ�FOHDQ�KDQGV�ZDV�DQRWKHU�VRSKLVWLFDWHG�UXVH�
RI�+DIH]�DO�$VVDG��

/HEDQHVH�MXGLFLDO� LQVWLWXWLRQV�WRR�KDYH�EHHQ�PRELOL]HG�WR�LPSRVH�6\ULDQ�
FRQWURO��’HDWK�VHQWHQFHV� LQ�DEVWHQWLD�ZHUH� URXWLQHO\� LVVXHG�DJDLQVW�SDWULRWV�
DQG�RSSRVLWLRQLVWV��DQG�DFWXDO�FRXUW�VHQWHQFHV�KDYH�EHHQ�LPSRVHG�RQ�IRUPHU�
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6/$�VROGLHUV�DQG�FLYLOLDQV�DVVRFLDWHG�ZLWK�,VUDHO�LQ�VRXWKHUQ�/HEDQRQ����7KH�
FRXUWV� KDYH� QRW� EHHQ� D� EDVWLRQ� IRU� WKH� SURWHFWLRQ� RI� KXPDQ� ULJKWV� QRU� IRU�
WKHLU�UHGUHVV�ZKHQ�WUDPSOHG�XSRQ��7KH�VHFXULW\�IRUFHV�KDQGLO\�DUUHVWHG�ILYH�
PHPEHUV�RI�WKH�/HEDQHVH�3RSXODU�&RQYHQWLRQ�ZKHQ�WKH\�PHUHO\�GLVWULEXWHG�
DQWL�JRYHUQPHQW� OHDIOHWV� LQ� 0DUFK� ������ 7KLV� DQG� PRUH� ZKLOH� LQIOXHQWLDO�
/HEDQHVH� SROLWLFLDQV� DQG� 6\ULDQ� LQWHOOLJHQFH� RIILFHUV� KDYH� LQWHUYHQHG� WR�
SURWHFW� WKHLU� VXSSRUWHUV� IURP� SURVHFXWLRQ�� 7KH� YLUWXDO�PLOLWDUL]DWLRQ� RI� WKH�
FRXUWV�OHG�WKH�&KLHI�-XGJH�RI�WKH�+LJK�&RQVWLWXWLRQDO�&RXUW��:DMGL�0DOODW��WR�
UHVLJQ�GXH� WR� H[FHVVLYH� LQWHUIHUHQFH�E\� WKH�6\ULDQ�FRQWUROOHG� DXWKRULWLHV� LQ�
WKH� H[HFXWLRQ� RI� KLV� GXWLHV���� $W� WKH� ‡&RQIHUHQFH� RQ� -XGJHV� LQ� /HEDQRQ·�
RUJDQL]HG� E\� WKH� /HEDQHVH� &HQWHU� IRU� 3ROLF\� 6WXGLHV� LQ� -XO\� ������ WKH�
GLVWLQJXLVKHG� SDUWLFLSDQWV� IURP� WKH� OHJDO� SURIHVVLRQ� GHDOW� LQWHU� DOLD� ZLWK�
‡FRQVWUDLQWV� IDFLQJ� WKH� FRUSV� RI� MXGJHV� LQ� /HEDQRQ·�� 7KLV� UDWKHU� PLOG�
IRUPXODWLRQ�FRYHUHG�\HW�D�PRUH�VLQLVWHU�UHDOLW\��

7KH�RYHUDOO�PHWKRGV�RI�6\ULDQ�RFFXSDWLRQ� H[DFWHG� DQ� HQRUPRXV�KXPDQ�
SULFH� IURP�H[LOHV� DEURDG�ZKR�FRXOG�QRW� UHWXUQ�KRPH��GLVSHUVHG�DURXQG� WKH�
ZRUOG�DPRQJ�GLYLGHG�IDPLOLHV��DQG�LQWHUQDO�H[LOHV�OLNH�WKRVH�LQ�WKH�VRXWK�RI�
/HEDQRQ�ZKR� FRXOG� QRW� WUDYHO� IUHHO\� WR�%HLUXW�� 7KH� SROLFH� QHW�ZDV� VSUHDG�
ZLGH� DQG� IDU�� ZLWK� QR� VLJQ� DW� DOO� WKDW� WKH� VFDOHV� ZHUH� DOWHULQJ� DZD\� IURP�
RSSUHVVLRQ�DQG�WRZDUG�OLEHUW\���

�

��� 7KH�6RFLDO�DQG�(FRQRPLF�’RPDLQ�
6\ULDQ� RFFXSDWLRQ� LQDXJXUDWHG� D� SHULRG� RI� UDGLFDO� FKDQJHV� LQ� WKH�

/HEDQHVH� VRFLDO� HQYLURQPHQW�� 7KH� GHDWK� RI� PRUH� WKDQ� �������� /HEDQHVH�
GXULQJ� WKH�ZDU� \HDUV� DQG� WKH� IOLJKW� DEURDG� RI� DQ� HVWLPDWHG� KDOI�PLOOLRQ� RU�
PRUH� FLWL]HQV� VWUXFN� IDWDOO\� DQG� HVSHFLDOO\� DW� WKH� VL]H� DQG� FRKHVLRQ� RI� WKH�
&KULVWLDQ�HOHPHQWV�RI�WKH�SRSXODWLRQ��%XW�WKH�UHDOO\�LQVLGLRXV�GHYHORSPHQWV�
FRQFHUQHG� WKH� LQIOX[� RI� ODUJH� QXPEHUV� RI� IRUHLJQ� HOHPHQWV�� 7HQV� RI�
WKRXVDQGV� RI� $VVDG¶V� $ODZLWH� NLQVPHQ� HQWHUHG� QRUWKHUQ� /HEDQRQ� LQWR� WKH�
DUHD� RI� 7ULSROL�� D� NLQG� RI� H[WHQVLRQ� VRXWKZDUG� RI� WKH� /DWWDNLD� PRXQWDLQ�
KHDUWODQG�RI�WKH�$ODZLWHV��0RUH�RPLQRXV�LQ�VFRSH�DQG�VLJQLILFDQFH�ZDV�WKH�
LQIOX[� LQWR�/HEDQRQ� RI� DSSUR[LPDWHO\� RQH�PLOOLRQ� RU�PRUH� 6\ULDQ�PLJUDQW�
ZRUNHUV�DV�D�YLUWXDO�FRORQL]DWLRQ�PRYHPHQW�WR�FKDQJH�WKH�KXPDQ�ODQGVFDSH�
LQ�D�PHQDFLQJ�IDVKLRQ��%DFN�LQ�������$VVDG�KDG�H[SODLQHG�WKH�LPSRUWDQFH�RI�
6\ULDQ�LQYROYHPHQW�LQ�/HEDQHVH�DIIDLUV�DW�D�WLPH�ZKHQ�KDOI�D�PLOOLRQ�6\ULDQV�
ZRUNHG� LQ� /HEDQRQ�� 7KH� HUXSWLRQ� RI� ZDU� WKUHDWHQHG� WR� FDXVH� WKH� 6\ULDQ�
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ZRUNHUV� WR� UHWXUQ� KRPH� DQG� IXUWKHU� EXUGHQ� DQ� H[LVWLQJ� ZHDN� 6\ULDQ�
HFRQRP\��%HWWHU�WKH\�PLJUDWH�WR�/HEDQRQ�WKDQ�GHVWDELOL]H�$VVDG¶V�UHJLPH�LQ�
’DPDVFXV�� 7KHUHIRUH�� 6\ULD� FUHDWHG� D� VLWXDWLRQ� ZKHUHE\� RYHU� RQH� PLOOLRQ�
6\ULDQV�IORRGHG�/HEDQRQ�LQ�WKH�����V��DV�PHQLDO�FRQVWUXFWLRQ�ZRUNHUV��WD[L�
GULYHUV�� DQG� VWUHHW� KDZNHUV��$� FROG� DQG� VWDUWOLQJ� FDOFXODWLRQ�ZLOO� FRQFOXGH�
WKDW�PRUH�6\ULDQV�ZRUNHG�LQ�/HEDQRQ�WKDQ�GLG�/HEDQHVH�WKHPVHOYHV����

7KH� GH�&KULVWLDQL]DWLRQ� LPSRUWDQFH� DQG� LPSDFW� RI� WKHVH� GHYHORSPHQWV�
ZDV�IXUWKHU�PDJQLILHG�E\�D������QDWXUDOL]DWLRQ�GHFUHH�WKDW�JUDQWHG�/HEDQHVH�
FLWL]HQVKLS�WR�VRPH���������DOLHQV��PDLQO\�6\ULDQV�DQG�3DOHVWLQLDQV����1RQ�
/HEDQHVH�ZRXOG�WKHQ�EHFRPH�D�SRZHUIXO�YRWLQJ�EORF�LQ�IXWXUH�‡GHPRFUDWLF·�
/HEDQHVH� HOHFWLRQV�� ,W� ZDV� HVWLPDWHG� WKDW� WKH� &KULVWLDQ� SURSRUWLRQ� RI� WKH�
HQWLUH� SRSXODWLRQ� KDG�� WKRXJK� RYHU� KDOI� RI� WKH� WRWDO� LQ� WKH� ����V� DQG�
WKHUHDIWHU��VXQN�WR�EHWZHHQ�������SHU�FHQW�LQ�WKH�����V��(DVW�RI�’DPRXU�DQG�
6LGRQ�ODUJH�WUDFWV�RI�ODQG�ZHUH�EHLQJ�SXUFKDVHG�LQ�WKH�QDPH�RI�WKH�6XQQL�DO�
-DPDDW� DO�,VODPL\\D�� D� WKUHDW� WR� WKH� WUDGLWLRQDO� &KULVWLDQ� �DQG� ’UX]H��
SRSXODWLRQV� WKHUH��/HEDQRQ�ZDV� WKHUHE\� H[SHULHQFLQJ� WKH� ORVV�RI� LWV� QDWLYH�
QDWLRQDO� SHUVRQDOLW\� SDUDOOHO� WR� ORVLQJ� WKH� PDLQVSULQJV� RI� LWV� SROLWLFDO�
LQGHSHQGHQFH��

5DPSDQW� VPDOO� FULPH� DQG� UHJLPH� UHSUHVVLRQ� RI� SRSXODU� SURWHVW� IXUWKHU�
GDPSHQHG�WKH�UHPDLQLQJ�VSLULW�DQG�FRQILGHQFH�RI�D�RQFH�IUHH�SHRSOH�IDPRXV�
IRU� LWV� MRLH� GH� YLYUH��7KH�ZLGHVSUHDG� VWHDOLQJ� RI� FDUV� DQG� DFWV� RI� DUVRQ� LQ�
&KULVWLDQ� DUHDV� LQ� SDUWLFXODU� ZHUH� UHSRUWHG� LQ� WKH� ODWH� ����V�� ,Q� 2FWREHU�
������ WKH� UDSH� RI� D� \RXQJ� JLUO� LQ� WKH� YLOODJH� RI� 6KHKLP� –� DOOHJHGO\� E\� D�
6\ULDQ�PLJUDQW�–�FDXVHG� ODUJH�VFDOH� UHSULVDOV�DJDLQVW�6\ULDQ� ODERUHUV� OLYLQJ�
LQ� WKH� UHJLRQ���� ,Q� D� GLIIHUHQW� LQFLGHQW�� \RXQJ� &KULVWLDQV� LQ� WKH� .HVURXDQ�
FODVKHG� ZLWK� PHPEHUV� RI� WKH� 6613� LQ� )HEUXDU\� ������ %XW� LQ� DQRWKHU�
LQFLGHQW� LQYROYLQJ� DFWLYLVW� \RXWK� LQ� ’HFHPEHU� ������ /HEDQHVH� ULRW� SROLFH�
GLVSHUVHG� DERXW� ���� XQLYHUVLW\� VWXGHQWV� ZKR� KDG� JDWKHUHG� DW� WKH� 079�
WHOHYLVLRQ� VWDWLRQ� LQ� %HLUXW� ZKLFK� WKH� DXWKRULWLHV� KDG� EDUUHG� IURP�
EURDGFDVWLQJ� DQ� LQWHUYLHZ� ZLWK� WKH� H[LOHG� &KULVWLDQ� OHDGHU�� 0LFKHO� $RXQ��
6HYHUDO� SHRSOH� ZHUH� LQMXUHG� DQG� ��� ZHUH� DUUHVWHG�� 3URWHVWV� FRQWLQXHG� DV�
������ XQLYHUVLW\� VWXGHQWV� KHOG� D� SHDFHIXO� GHPRQVWUDWLRQ� LQ� IURQW� RI� WKH�
&KDPEHU�RI�’HSXWLHV��FKDQWLQJ�DQWL�6\ULDQ�VORJDQV��7KH�/HEDQHVH�ZHUH�QR�
ORQJHU�PDVWHUV�RI�WKHLU�KRXVH�RU�DW�KRPH�LQ�WKHLU�KRPHODQG��

7KH� OLEHUDO� DQG� YLEUDQW� /HEDQHVH� HFRQRP\� KDG� VXFFXPEHG� WR� 6\ULDQ�
PDQDJHPHQW� LQ� WKH� IDVKLRQ� RI� WKH� SXEOLF� VHFWRU� GRPLQDWLQJ� WKH� SULYDWH�
VHFWRU��:LWK�D�SHU�FDSLWD�LQFRPH�DERXW�IRXU�WLPHV�WKDW�RI�6\ULD¶V��DQG�D�JURVV�
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QDWLRQDO�SURGXFW�WKDW�H[FHHGHG�KHUV����/HEDQRQ�IRXQG�KHUVHOI�IDOWHULQJ�LQ�WKH�
IDFH�RI�PDVVLYH�6\ULDQ� LQWHUYHQWLRQ��6\ULD¶V�XQHPSOR\PHQW�SUREOHP��EHLQJ�
DOOHYLDWHG�E\�D�IORRG�RI�PLJUDQW� ODERUHUV�FURVVLQJ�IUHHO\� LQWR�/HEDQRQ��KDG�
EHFRPH� /HEDQRQ¶V� UHDFKLQJ� WR� DERXW� ��� SHU� FHQW� RI� WKH� /HEDQHVH� ZRUN�
IRUFH�� ,W� LV� HVWLPDWHG� WKDW� 6\ULDQ� ZRUNHU� HDUQLQJV� IURP� /HEDQRQ�� WKDW�
UHWXUQHG� WR� 6\ULD� WR� HQHUJL]H� LWV� VOXJJLVK� HFRQRP\�� DPRXQWHG� WR� ����� SHU�
PRQWK����0RUHRYHU��6\ULDQ�FRPSDQLHV�UHFHLYHG�JRYHUQPHQW�WHQGHU�SURMHFWV��
6\ULDQ� RIILFLDOV� JUDEEHG� WD[� UHYHQXHV� IRU� WKHLU� RZQ� SXUSRVHV�� DV� 6\ULDQ�
RIILFHUV�DJHQWV�FROOHFWHG�WD[HV�DW�DUP\�FKHFN�SRLQWV�DQG�‡SURWHFWLRQ�PRQH\·�
DV�� IRU� H[DPSOH�� IURP� WKH� ZHOO�NQRZQ� 6KHNND� FHPHQW� LQGXVWU\� VRXWK� RI�
7ULSROL�� *RYHUQPHQW�LPSRVHG� EDQV� RQ� FHUWDLQ� LPSRUWV� DQG� KLJK� FXVWRPV�
GXHV� RQ� RWKHUV�� DORQJ� ZLWK� 6\ULDQ� VPXJJOHG� DJULFXOWXUDO� SURGXFH� SRXULQJ�
LQWR� /HEDQRQ�� FRQWULEXWHG� WR� EHQHILWLQJ� 6\ULD� ZKLOH� GDPDJLQJ� /HEDQRQ��
)XUWKHU�XQHPSOR\PHQW�DQG�UXUDO�SDXSHUL]DWLRQ�ZHUH�WKH�UHVXOWV����WKLV��ZKLOH�
FDUV� ZHUH� VPXJJOHG� IUHH� RI� WD[HV� IURP� /HEDQRQ� LQWR� 6\ULD�� 1RWRULRXV� WR�
PHQWLRQ� ZDV� 6\ULDQ� ILQDQFLDO� JDLQ� IURP� LWV� LQYROYHPHQW� LQ� WKH� GUXJ�
SURFHVVLQJ� LQGXVWU\� LQ� WKH� %HNND��ZKLFK� SHUKDSV� HQGHG� LQ� WKH�PLG�����V��
SHUKDSV�QRW���

/HEDQRQ¶V� VKDFNOHG� HFRQRP\� FRQWUDVWHG� ZLWK� WKH� LPSUHVVLRQ� RI� PDMRU�
UHFRQVWUXFWLRQ� SURMHFWV� ODXQFKHG� E\� WKH� +DULUL� JRYHUQPHQW� LQ� %HLUXW�� 7KH�
+DPUD� GLVWULFW� ZDV� EXVWOLQJ� DJDLQ� ZLWK� UHQRYDWHG� DQG� QHZ� KRWHOV� DQG�
UHVWDXUDQWV��7RXULVP�ZDV�RQ�WKH�ULVH�WRZDUG�WKH�HQG�RI�WKH�ODVW�GHFDGH�RI�WKH�
FHQWXU\��ZKLOH�/HEDQRQ�FRQWLQXHG�WR�GHVFHQG�LQWR�QDWLRQDO�REOLYLRQ��6\ULDQ�
RFFXSDWLRQ�KDG� VHYHUHO\� MROWHG�/HEDQHVH� VRFLHW\� DQG�HFRQRPLFV� IURP� WKHLU�
IRUPHU�FRXUVH�GHVSLWH�VRPH�RXWZDUG�DSSHDUDQFHV�WR�WKH�FRQWUDU\��

�

��� 7KH�&XOWXUDO�DQG�0HGLD�’RPDLQ�
/HEDQRQ¶V� KLVWRULF� WUDGLWLRQ� RI� SROLWLFDO� OLEHUW\� KDG� QXUWXUHG� DQ�

HQYLURQPHQW�IRU�IUHHGRP�RI�VSHHFK��FXOWXUDO�ULFKQHVV��DQG�PHGLD�GLYHUVLW\��DW�
WKH� KHDUW� RI� LWV� QDWLRQDO� H[SHULHQFH�� -RXUQDOLVP� IORXULVKHG� DQG� SXEOLVKLQJ�
KRXVHV� DERXQGHG�� RSHQQHVV� WR� WKH� ZRUOG� RI� OHDUQLQJ� D� SURXG� VRFLDO�
WUDGHPDUN��)UHH�WKLQNHUV�DQG�DFWLYLVWV�ZRXOG�IOHH�WKH�UHSUHVVLYH�DWPRVSKHUH�
RI�$UDE�SROLFH�VWDWHV�DQG�FRPH�WR�SURGXFH�WKHLU�ZRUNV�RI�FXOWXUH�DQG�HQJDJH�
LQ� WKHLU� SDVVLRQDWH� LGHRORJLFDO� VWUXJJOHV� LQ� WKH� SROLWLFDO� UHIXJH� RI� %HLUXW��
3DOHVWLQLDQ� UHYROXWLRQDULHV� DPRQJ� WKHP� *HRUJH� +DEDVK� DQG� <DVLU� $UDIDW��
DQG�ZULWHUV� OLNH�$GRQLV� �$OL�$KPHG�6DLG�� IURP�6\ULD� DQG�%XODQG�+DLGDUL�
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IURP� ,UDT�� EHQHILWHG� IURP� WKH� DLU� RI� IUHHGRP� LQ�/HEDQRQ����%XW� WKDW� HQGHG�
ZLWK� WKH� 3DOHVWLQLDQ� ZDU� DJDLQVW� WKH� /HEDQHVH� LQ� ����� DQG� WKH� 6\ULDQ�
RFFXSDWLRQ�RI�/HEDQRQ�WKDW�HQVXHG��6\ULD�‡WKH�JUHDW�SULVRQ·��LQ�WKH�ZRUGV�RI�
.DPDO�-XQEODWW��KDG�IDVKLRQHG�/HEDQRQ�LQWR�D�UHSOLFD�RI�LWVHOI����$�VDG�VHQVH�
RI� LPSRWHQFH�� DVSLULQJ� IRU� OLEHUW\� EXW� VXIIHULQJ� XQGHU� W\UDQQ\�� ZDV� WKH�
PHODQFKRO\� WRQH� DQG� LQZDUG� WXUQ� LQ� D� PRYLQJ� ERRN� E\� $QWRXQ� *KDWWDV�
.DUDP����

,Q�PDWWHUV�SHUWDLQLQJ�WR�UHOLJLRQ��WKH�6\ULDQV�FRXOG�EH�EUXWDO�LQ�PXUGHULQJ�
PHQ� RI� WKH� FORWK�� ERWK� 0XVOLP� DQG� &KULVWLDQ�� DQG� \HW� DYRLGHG� H[FHVVLYH�
UHSUHVVLRQ� LQ� WKLV� VDFUHG� GRPDLQ�� ,Q� SDUWLFXODU�� WKH\� UHIUDLQHG� IURP� DQ\�
FRQIURQWDWLRQ� ZLWK� WKH� 0DURQLWH� 3DWULDUFK� 1DVUDOODK� 6IHLU� ZKR�� WKRXJK�
LQLWLDOO\�YRLFLQJ�DFFHSWDQFH�RI�WKH�7DLI�$FFRUG��VWLOO�UHSUHVHQWHG�D�V\PERO�RI�
/HEDQHVH� &KULVWLDQ� DXWRQRP\� DQG� GLJQLW\���� 7KH� 3RSH¶V� YLVLW� WR� %HLUXW� LQ�
�����DOVR�VHUYHG�WR�PDLQWDLQ�D�VHPEODQFH�RI�UHOLJLRXV�FR�H[LVWHQFH�XQGHU�WKH�
6\ULDQ�PLOLWDU\�XPEUHOOD��

1RQHWKHOHVV�� WKH� &KULVWLDQV� RI� /HEDQRQ� IRXQG� WKHPVHOYHV� FDXJKW� LQ� D�
SHUVLVWHQW� VLHJH�� &KXUFK� ERPELQJV� DURXVHG� IHDU� IRU� WKH� IXWXUH�� 7KH�
LQWURGXFWLRQ�RI�QHZ�WH[WV� LQ� WKH�VFKRRO�FXUULFXOXP�� WKDW�VWUHVVHG�/HEDQRQ¶V�
$UDE� LGHQWLW\� DQG� EURWKHUKRRG� ZLWK� 6\ULD�� \HW� FDVWLJDWHG� ,VUDHO� DV� LWV�
LPSODFDEOH�HQHP\��ZDV�FHQWUDO�WR�WKH�FXOWXUDO�DVVDXOW�RQ�WKH�KLVWRULF�FRGH�RI�
WKH�0DURQLWHV��DERYH�DOO�RWKHUV��/HEDQRQ��ZLWK�LWV�$UDE�IDFH��ZDV�WR�JR�XQGHU�
WKH�NQLIH�DQG�XQGHUJR�WKH�WUDQVSODQW�QRZ�RI�DQ�$UDE�KHDUW����<HW�WKHUH�ZHUH�
QR� REYLRXV�PDMRU� FKDQJHV� LQ� WKH� DUHD� RI� WKH� DUWV� DQG� WKHDWUH� DQG�� LQ� IDFW��
VRPH� WKHDWUH� FRPSDQLHV�� OLNH� /HV� &KDQVRQLHUV� DQG� 7KHDWUH� GH� ���+HXUHV��
XVHG�WKHLU�DUW�IRUP�DV�D�SODWIRUP�WR�FULWLFL]H�WKH�6\ULDQV��EH�LW�LQGLUHFWO\��$W�
WKH�VDPH�WLPH��6\ULD¶V�FXOWXUDO�JULS�UHDFKHG�DV�IDU�DV�VRXWKHUQ�/HEDQRQ�VWLOO�
XQGHU�,’)�6/$�FRQWURO��ZKHUH�LQ�$XJXVW������%HLUXW�DXWKRULWLHV�SUHYHQWHG�
WKH� ZHOO�NQRZQ� VLQJHU� +DQL� (O�2XPDUL� IURP� DSSHDULQJ� DW� WKH� $\Q� (EHO�
VXPPHU�IHVWLYDO����7KH�VWLIOLQJ�RI�WKH�VSLULW��ZLWK�IRUHLJQ�ERRNV�DQG�PRYLHV�
EDQQHG��UHPDLQHG�D�6\ULDQ�REMHFWLYH�ZLWKLQ�LWV�RZQ�WHUUDLQ�RI�RFFXSDWLRQ�DQG�
QR�OHVV�ZLWKLQ�WKH�,VUDHOL�FRQWUROOHG�]RQH�DV�ZHOO���

$� PDMRU� 6\ULDQ� LPSHUDWLYH� ZDV� WR� FRQWURO� WKH� QHZV� DQG� SROLWLFDO�
FRPPHQWDU\� HPDQDWLQJ� IURP� WKH� /HEDQHVH� PHGLD�� ,Q� ����� VHYHQ� %HLUXW�
QHZVSDSHUV�ZHUH�FORVHG�GRZQ�� LQFOXGLQJ� WKH�IRUHPRVW�DQG�ZLGHO\�UHDG�$O�
1DKDU��DV�D�QXPEHU�RI�MRXUQDOLVWV�DQG�HGLWRUV�ZHUH�DUUHVWHG��$W�WKDW�WLPH�LW�
ZDV�IRUELGGHQ�IRU� WKH�SUHVV� WR�HYHQ�PHQWLRQ�WKH�QDPH�RI�.DPDO�-XQEODWW����
2YHU�WKH�\HDUV��QHZVSDSHUV�DQG�PDJD]LQHV�ZHUH�LQWHUPLWWHQWO\�FORVHG�ZKLOH�
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XQGHU�WKH�VXSHUYLVLRQ�RI�WKH�6XUHWH�*HQHUDOH��DQG�MRXUQDOLVWV�OHDUQHG�WKURXJK�
LQWLPLGDWLRQ� WR� SUDFWLFH� ‡VHOI�FHQVRUVKLS·�� 7KLV� EHFDPH� D� YHU\� HIIHFWLYH�
PHWKRG� WR� VLOHQFH� RSSRVLWLRQ� DQG� OLPLW� DQ\� FULWLFLVP� RI� 6\ULD�� ZKLOH�
VWUHQJWKHQLQJ� WKH�$UDELVW�RULHQWDWLRQ�RI� WKH�SUHVV��7KH�H[SHULHQFH�RI�3LHUUH�
$WDOODK��D�MRXUQDOLVW�IRU�$O�1DKDU��LV�D�SDUWLFXODU�DQG�H[WHQVLYHO\�FLWHG�FDVH�
LQ�SRLQW��KH�ZDV�DUUHVWHG�LQ�’HFHPEHU�������DFFXVHG�DPRQJ�RWKHU�WKLQJV�RI�
SURWHVWLQJ� 6\ULDQ� RFFXSDWLRQ� DQG� ‡FRQWDFWLQJ� ,VUDHOL� DJHQWV·�� +H� IOHG� WR�
)UDQFH� LQ� ����� DQG� ZDV� ODWHU� VHQWHQFHG� LQ� DEVWHQWLD� LQ� -XQH� ����� E\� WKH�
/HEDQHVH� PLOLWDU\� SURVHFXWLRQ�� 7RQ\� 6KDPL\HK�� DQRWKHU� %HLUXW� MRXUQDOLVW��
ZDV�VHQWHQFHG�WR�D�\HDU�LQ�MDLO�RQ�FKDUJHV�RI�‡FROODERUDWLRQ�ZLWK�,VUDHO·���

%URDGFDVWLQJ�/DZ�QR������RI������SURYLGHG�WKH�OHJLVODWLYH�IUDPHZRUN�IRU�
FRQWUROOLQJ�DQG�UHVWULFWLQJ�/HEDQHVH�UDGLR�DQG�WHOHYLVLRQ��:KHUH�WKHUH�RQFH�
ZHUH����WHOHYLVLRQ�VWDWLRQV��WKH�DXWKRULWLHV�UHGXFHG�WKH�QXPEHU�WR�RQO\�IRXU��
,Q������� SUR�6\ULDQ� ILJXUHV� UHFHLYHG�79�EURDGFDVWLQJ� OLFHQVHV�� RQH�RZQHG�
E\� IULHQGV� RI�5DILT�+DULUL�� RQH� DIILOLDWHG�ZLWK�1DELK�%HUUL�� DQG� RQH� LQ� WKH�
KDQGV�RI�*DEULHO�0XUU��EURWKHU�RI�0LQLVWHU�RI�,QWHULRU�0LFKHO�0XUU��/LFHQVHV�
IRU� LQGHSHQGHQW�PLQGHG� &KULVWLDQ� RXWILWV�� OLNH� 7HOH�/XPLHUH� DQG� WKH�
3KDODQJH�9RLFH�RI�/HEDQRQ��ZHUH�HLWKHU�GHQLHG�RU�JUDQWHG�ZLWK� OLPLWDWLRQV�
LPSRVHG� RQ� WKH� IUHHGRP� RI� EURDGFDVWLQJ���� 3RSXODU� SURWHVW� DJDLQVW� WKH�
VXSSUHVVLRQ�RI�IUHHGRP�RI�H[SUHVVLRQ��IRU�VRPH�DQG�QRW�RWKHUV��GLG�QRW�DOWHU�
WKH� VLWXDWLRQ�� $� SRLJQDQW� H[DPSOH� RI� LQIRUPDWLRQ� WHUURULVP� FRQFHUQHG� WKH�
/HEDQHVH� %URDGFDVWLQJ� &RPSDQ\�� ZLWK� WKH� UHPRYDO� RI� LWV� GLUHFWRU� 3LHUUH�
’DKHU�DQG�WKH�KLULQJ�RI�6\ULDQ�DSSRLQWHH�1DGHU�6RXNHU��ZLWK�WKH�LQIHULRU�MRE�
WLWOH�DV�‡FRRUGLQDWRU·�DQG�QRW�GLUHFWRU�RI�WKH�LPSRUWDQW�/%&���

7KH�PX]]OH�RQ�WKH�IUHH�IORZ�RI�LQIRUPDWLRQ�DQG�RSLQLRQ�LQ�/HEDQRQ�LV�LQ�
VKDUS� FRQWUDVW� WR� WKH� OHJDF\� RI� MRXUQDOLVP� LQ� WKDW� FRXQWU\�� 3\VFKRORJLFDO�
ZDUIDUH� WKURXJK�ZRUGV�DQG� LPDJHV�KDG� WR�D�GHJUHH� UHSODFHG� WKH�YLWDOLW\�RI�
WKH�ROGHU�DQG�LPSUHVVLYH� WUDGLWLRQ��3UR�6\ULDQ�$UDELVW�RULHQWHG�DQG�RU�DXWR�
FHQVRUHG� MRXUQDOLVWV�� OLNH�*KDVVDQ�7XHQL� DQG�KLV� VRQ�*HEUDQ�DW�$O�1DKDU��
IHDUHG� WR� UHSRUW� ZKDW� KDSSHQV�� DQG� PRUH� FULWLFDO� \HW�� ZKDW� WKH\� UHDOO\�
WKRXJKW��1RWKLQJ�DSSHDUHG�LQ�WKH�ZULWWHQ�RU�HOHFWURQLF�PHGLD�LQ�WKH�VSULQJ�RI�
������ RI� DQ� LQFLGHQW�ZKHUHLQ� 6\ULDQV� KDG� VWROHQ� VRPH� FDUV� DQG� WKHQ�� LQ� D�
FODVK�RI�VRPH�NLQG�ZLWK�WKH�/HEDQHVH�$UP\��VRPH�6\ULDQV�ZHUH�NLOOHG��2QO\�
LQ� VRXWKHUQ� /HEDQRQ� ZDV� WKLV� HYHQW� GLVFXVVHG���� ,W� LV� WKLV� VHHPLQJ�
XQVHQVDWLRQDO� QHZV� LWHP� ZKLFK� PLJKW� QHYHUWKHOHVV� FRQFHDO� VRPHWKLQJ� RI�
LPSRUWDQW� VLJQLILFDQFH�� 7KH� DFW� RI� UHSUHVVLRQ� LQGLFDWHV� WKDW� WKDW� ZKLFK� LV�
UHSUHVVHG�FDQ�FDUU\�JUHDW�SROLWLFDO�ZHLJKW��
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0RGHOV�DQG�0HDQLQJ�RI�6\ULDQ�2FFXSDWLRQ�
7KH� 6\ULDQ� RFFXSDWLRQ� RI� /HEDQRQ� UHFDOOV� WKH� *HUPDQ� 1D]L� DQVFKOXVV�

ZLWK�$XVWULD� LQ������ LQ�PDQ\� VWULNLQJ�ZD\V����7KHUH�ZHUH�PDQ\�$XVWULDQV�
ZKR�KDG�DOZD\V�WKRXJKW�RI�WKHPVHOYHV�DV�PHPEHUV�RI�WKH�*HUPDQ�QDWLRQ�LQ�
WKH�VSLULW�RI�D�3DQ�*HUPDQ�LGHRORJ\��VR�WRR�PDQ\�/HEDQHVH�6XQQL�0XVOLPV�
DQG�2UWKRGR[�&KULVWLDQV�WKRXJKW�RI�WKHPVHOYHV�DV�SDUW�RI�WKH�6\ULDQ�SHRSOH�
DQG�WKH�$UDE�QDWLRQ��PRUH�WKDQ�DV�/HEDQHVH�SDWULRWV��:LWK�VWURQJ�QDWLYH�1D]L�
VHQWLPHQWV� DQG� RIIHULQJ� QR� UHVLVWDQFH� WR� WKH� HQWUDQFH� RI� *HUPDQ� WURRSV��
$XVWULD�ORVW�LWV�LGHQWLW\�DQG�H[LVWHQFH��/HEDQRQ��ZKLFK�GLG�RIIHU�UHVLVWDQFH�WR�
6\ULDQ�RFFXSDWLRQ�LQ�WKH�ODWH�����V�DQG�ODWH�����V�LQ�SDUWLFXODU��VXFFXPEHG�
ZLWK� PDQ\� /HEDQHVH� FKRRVLQJ� FDSLWXODWLRQ� DQG� FROODERUDWLRQ�� 7KH� IDOO� RI�
9LHQQD�DQG�%HLUXW��FHQWHUV�RI�FRPPHUFH�DQG�WKH�DUWV��VSHOOHG�WKH�FROODSVH�RI�
D�FRXQWU\��:LWK�$XVWULD�DQQH[HG��&]HFKRVORYDNLD�ZDV�FLUFOHG��ZLWK�/HEDQRQ�
FRQTXHUHG��,VUDHO�ZDV�FLUFOHG�WRR��

7KLV� LQWURGXFHV� DQRWKHU� KLVWRULFDO� DQDORJ\� WR� FRQVLGHU�� *HUPDQ�
LUUHGHQWLVP�YLV�j�YLV�&]HFKRVORYDNLD�DW�0XQLFK�LQ������WKURXJK�WKH�FODLP�WR�
WKH�*HUPDQ�LQKDELWHG�6XGHWHQODQG��UHODWHV�WR�WKH�WKUXVW�RI�6\ULDQ�LUUHGHQWLVP�
DFFRUGLQJ� WR� WKH� GRFWULQH� RI� ‡*UHDWHU� 6\ULD·� DQG� WKH� 6613� LGHRORJ\� RI� D�
FRPPRQ� 6\ULDQ� UDFLDO� VWRFN� WKDW� HQYHORSV� WKH� SHRSOH� RI� /HEDQRQ�� 7KH�
2UZHOOLDQ�WZLVW�ZRXOG�FRQFHLYH�RI�WKH�/HEDQHVH�IXOILOOLQJ�WKHLU�ULJKW�WR�‡VHOI�
GHWHUPLQDWLRQ·� DQG� ‡OLEHUDWHG·� IURP� DOLHQ� LGHRORJLHV� DQG� IRUFHV�� EXW� RQO\�
ZKHQ�/HEDQRQ�FDPH�XQGHU�6\ULDQ�RFFXSDWLRQ�LQ��������

7KH�KLVWRU\�RI�9LFK\�)UDQFH�LQ�FROODERUDWLRQ�ZLWK�1D]L�*HUPDQ\�HYRNHV�
D� UHVRQDQFH� UHJDUGLQJ� ‡9LFK\·� /HEDQRQ� LQ� FROODERUDWLRQ� ZLWK� WKH� 6\ULDQ�
UHJLPH�RI�+DIH]�HO�$VVDG����([KDXVWHG�E\�:RUOG�:DU�,��)UDQFH�FROODSVHG�DV�
WKH� *HUPDQV� ZDONHG� LQWR� 3DULV� LQ� ������ VR� WRR� /HEDQRQ�� H[KDXVWHG� IURP�
ZDUIDUH�ZLWK� WKH�3DOHVWLQLDQV�� DFFRPPRGDWHG� WKH�6\ULDQ� HQWU\� RI� ���������
1D]L�*HUPDQ\�EURXJKW�RUGHU� DQG�GLVFLSOLQH� WR�)UHQFK�SROLWLFV� DQG� VRFLHW\��
ZKLOH�6\ULD�EURXJKW�LWV�EUDQG�RI�‡ODZ�DQG�RUGHU·�WR�WKH�VWUHHWV�RI�%HLUXW�DQG�
EH\RQG�� 7KH� 1D]LV� DQG� WKHLU� )UHQFK� SDUWQHUV� DOWHUHG� WKH� LQVWLWXWLRQV� DQG�
YDOXHV�RI�)UDQFH��VR�WRR�6\ULD�LQ�/HEDQRQ��)UHQFK�JHQHUDOV�FROODERUDWHG�ZLWK�
+LWOHU� DV� /HEDQHVH� JHQHUDOV� FROODERUDWHG� ZLWK� $VVDG�� %XW� ’H� *DXOOH��
UHSUHVHQWLQJ� OD� UHVLVWDQFH�DQG� WKH�)UHH�)UHQFK��FKDOOHQJHG� WKH�DXWKRULW\�RI�
3HWDLQ� DQG� /DYDO� WR� VSHDN� DQG� DFW� LQ� WKH� QDPH� RI� )UDQFH�� 0DMRU� 6D¶DG�
+DGGDG� DQG� *HQHUDO� $QWRLQH� /DKDG� LQ� VRXWKHUQ� /HEDQRQ�� DQG� $PLQ�
*HPD\HO�� *HQHUDO� 0LFKHO� $RXQ�� DQG� 5D\PRQG� (GGH� H[LOHG� LQ� )UDQFH��
V\PEROL]HG� WKH� /HEDQHVH� UHVLVWDQFH�� WKRXJK�ZHDN� LW� VHHPHG��$V�*HUPDQ\�
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H[SORLWHG� )UDQFH� IRU� LWV� KXPDQ� DQG� PDWHULDO� UHVRXUFHV�� VR� 6\ULD� GRHV� WR�
/HEDQRQ��’H�*DXOOH�ZDQWHG�JXQV�IURP�WKH�8QLWHG�6WDWHV�LQ�RUGHU�WR�ILJKW�WR�
IUHH� )UDQFH�� DV� &DPLOOH� &KDPRXQ� DQG� %DVKLU� *HPD\HO� ZDQWHG� JXQV� IURP�
,VUDHO� WR�ILJKW�IRU�D�IUHH�/HEDQRQ��9LFK\�VHQWHQFHG�’H�*DXOOH�WR�GHDWK��EXW�
KH�QRW�RQO\�VXUYLYHG�EXW�ODWHU�EHFDPH�WKH�SUHVLGHQW�RI�WKH�)UHQFK�5HSXEOLF��
3HWDLQ��KRZHYHU��ODWHU�GLHG�LQ�D�)UHQFK�SULVRQ����$�/HEDQHVH�FRXUW�VHQWHQFHG�
$EX�$U]�WR�GHDWK��SHUKDSV�KH�WRR�ZLOO�RQH�GD\�EHFRPH�WKH�SUHVLGHQW�RI�WKH�
/HEDQHVH�5HSXEOLF��ZKLOH�/DKRXG�ZLOO�ODQJXLVK�LQ�D�/HEDQHVH�SULVRQ���

6WDOLQLVP� LQ� (DVWHUQ� (XURSH� DQG� 6\ULDQLVP� LQ� /HEDQRQ� RIIHU� FHUWDLQ�
SDUDOOHOV� IRU� FRQVLGHUDWLRQ�� 0LOLWDU\� LQYDVLRQ�� SROLWLFDO� PDQLSXODWLRQ�� DQG�
LGHRORJLFDO�FR�RSWDWLRQ�VXSSOLHG�WKH�PHDQV�IRU�WKH�6RYLHW�8QLRQ�WR�SHQHWUDWH�
DQG� GRPLQDWH�(DVWHUQ�(XURSH�� WKHVH�ZHUH� WKH�PHWKRGV� HPSOR\HG� E\�6\ULD�
DJDLQVW�/HEDQRQ��7KH�FRPPRQ�JRDO�ZDV�WKH�KRPRJHQL]DWLRQ�RI�WKRXJKW�DQG�
FXOWXUH�XQGHU�FHQWUDOL]HG�UXOH����$�IDFDGH�RI�EURWKHUKRRG��FRPPXQLVW�LQ�WKH�
6RYLHW� FDVH�� ZDV� ULYHWHG� WR� WKH� SROLWLFDO� FRQFHQWUDWLRQ� RQ� WKH� 6WDOLQLVW�
SHUVRQDOLW\� FXOW�� DORQJ� ZLWK� D� SHUVLVWHQW� FXOWLYDWLRQ� RI� WKH� WKHPH� WKDW� D�
FRPPRQ� HQHP\� PXVW� EH� WKZDUWHG� DQG� OLTXLGDWHG�� ,Q� WKH� 6\ULDQ� FDVH�� DV�
$VVDG¶V�SLFWXUH� VWDUHV� DW� WKH� UHVLGHQW� DQG�YLVLWRU�RI�%HLUXW� DQG�.KDOGH�� WKH�
/HEDQHVH� DUH� EHLQJ� LQGRFWULQDWHG� WR� VHH� ,VUDHO� DV� WKH� HQHP\� DQG� 6\ULD� DV�
WKHLU� VDYLRU��$V� WKH�:DUVDZ�3DFW� H[SRVHG�+XQJDU\�DQG�&]HFKRVORYDNLD� WR�
5XVVLDQ�PLOLWDU\�LQWHUYHQWLRQ��VR�WKH�’HIHQFH�$JUHHPHQW�EHWZHHQ�6\ULD�DQG�
/HEDQRQ�WKDW�DURVH�IURP�WKH�FRPSUHKHQVLYH�WUHDW\�EHWZHHQ�WKH�FRXQWULHV�LQ�
�����RSHQHG�XS� WKH�‡ODQG�RI� WKH�FHGDUV·� IRU�6\ULDQ�PLOLWDU\�GRPLQDWLRQ�DW�
DQ\�WLPH���

$QVFKOXVV�� 0XQLFK�� 9LFK\�� DQG� 6WDOLQLVP� FRQVWLWXWH� IRXU� PRGHOV� RI�
IRUHLJQ�GRPLQDWLRQ� VXJJHVWLYHO\�FRPSDUDEOH� WR� WKH�6\ULDQ�PRGH�RI�FRQWURO�
DQG�GLVFRXUVH�UHJDUGLQJ�WKH�RFFXSDWLRQ�RI�/HEDQRQ���

/HEDQRQ� FHDVHG� WR� H[LVW� PXFK� OLNH� $XVWULD� FHDVHG� WR� H[LVW� XQGHU� WKH�
$QVFKOXVV���� ,Q� IDFW�� 6\ULD� QHYHU� UHFRJQL]HG� /HEDQRQ¶V� H[LVWHQFH� IURP� WKH�
PRPHQW� RI� KHU� LQGHSHQGHQFH� LQ� ������ UHIXVLQJ� WR� HVWDEOLVK� GLSORPDWLF�
UHODWLRQV� ZLWK� /HEDQRQ� DQG� KDYLQJ� IRUHLJQ� HPEDVVLHV� LQ� ’DPDVFXV� EH�
DFFUHGLWHG�WR�%HLUXW�DV�ZHOO��$�IRUP�RI�SUR[LPDWH�‡LPSHULDOLVP·�IXQFWLRQHG�
LQ�ERWK�FDVHV�XQGHU�WKH�JXLVH�RI�D�VKDUHG�QDWLRQDOLVP��

7KH�0XQLFK� $JUHHPHQW� ZDV� DQ� DFW� RI� SROLWLFDO� KRPLFLGH� WKDW� ZRQ� WKH�
DSSURYDO� RI� WKH� ‡HQOLJKWHQHG·� (XURSHDQ� FRPPXQLW\�� 6\ULD�� IRU� KHU� SDUW��
VWUDQJOHG� DQ\� UHPDLQLQJ� EUHDWK� RI� /HEDQRQ¶V� LQGHSHQGHQW� H[LVWHQFH� LQ�
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2FWREHU������ZLWK�WKH�WDFLW�DSSURYDO�RI�WKH�8QLWHG�6WDWHV�DQG�(XURSH��:KLOH�
YLRODWLQJ� 8QLWHG� 1DWLRQV� 5HVROXWLRQ� ���� IURP� ����� DQG� HYHQ� WKH� 7DLI�
$FFRUG� IURP� ������ 6\ULD� KDV� HDUQHG� LQWHUQDWLRQDO� DFFHSWDELOLW\� DQG�
UHVSHFWDELOLW\��0HDQZKLOH��OLNH�D�ORQH�YRLFH�RI�FRQVFLHQFH��WKH�8�6��&RQJUHVV�
FRQVLGHUHG�WKH�‡/HEDQRQ�,QGHSHQGHQFH�5HVWRUDWLRQ�$FW�RI�����·�DV�D�ZD\�RI�
LGHQWLI\LQJ�DQG�FRQGHPQLQJ�6\ULDQ�RFFXSDWLRQ�DV�D�GHQLDO�RI�IUHHGRP��WKDW�
VKRXOG� FRVW� 6\ULD� DQ\� DLG� RU� OHJLWLPDF\� WKDW� LW� GHVLUHV� IURP�:DVKLQJWRQ����
%XW� &KXUFKLOOLDQ� FRXUDJH� DQG� UHDOLVP� GLG� QRW� DSSHDU� LQ� DQ\� LQWHUQDWLRQDO�
TXDUWHU�WR�H[SRVH�WKH�SROLWLFDO�QDwYHWp�DQG�GDQJHU�RI�WKH�‡0XQLFK·�DW�%HLUXW��

7KH� QDPH� 9LFK\� KDV� EHFRPH� V\QRQ\PRXV� ZLWK� ‡FROODERUDWLRQ·�� $V� D�
4XLVOLQJ� EHFDPH� JHQHULF� IRU� EHWUD\LQJ� RQH¶V� KRPHODQG��/HEDQRQ� SURYLGHG�
XQWROG� QXPEHUV� RI� SUR�6\ULDQ� DFFRPSOLFHV��PDQ\�RI�ZKRP�ZHUH�RIILFLDOO\�
DQG� SXEOLFO\�PDQQLQJ� WKH� 6\ULDQ� RFFXSDWLRQ� UHJLPH��2WKHUV� SURSRVHG� RQH�
IRUP�RU�DQRWKHU�RI�DFFRPPRGDWLRQ�ZLWK�WKH�UHDOLW\�RI�DIIDLUV�ZKLOH�KDELWXDOO\�
UHIHUULQJ� WR� ‡,VUDHOL� RFFXSDWLRQ·� RI� VRXWKHUQ� /HEDQRQ�� EXW� GHOLEHUDWHO\�
UHIUDLQLQJ� IURP� XWWHULQJ� DQ\� DFFXVDWLRQ� DJDLQVW� ‡6\ULDQ� RFFXSDWLRQ� RI�
/HEDQRQ·����<HW�RWKHUV�UHSULPDQGHG�WKH�0DURQLWH�&KULVWLDQV�IRU�VWXEERUQO\�
UHIXVLQJ�WR�DFFHSW�WKHLU�UHGXFHG�VWDWXV�ZLWKLQ�/HEDQRQ����7KH�LQYHUVLRQ�RI�WKH�
OLQJXLVWLF� GLVFRXUVH� DQG� WKH� VDSSLQJ� RI� /HEDQRQ¶V� QDWLRQDO� YLJRU� ZHUH�
LQWHUWZLQHG� SKHQRPHQD�� MXVW� DV� 6\ULD¶V� VXFFHVV� LQ� VXFNLQJ� WKH� EORRG� RI�
/HEDQRQ� ZKLOH� ’DPDVFXV� ZDV� GULQNLQJ� WKH� ZDWHUV� RI� 0RXQW� /HEDQRQ�
IRUPHG�ERWK�WKH�V\PEROLVP�DQG�WKH�UHDOLW\�RI�6\ULDQ�RFFXSDWLRQ��/LNH�9LFK\�
)UDQFH��/HEDQRQ�WRR�ZDV�EHFRPLQJ�D�OLYLQJ�FRUSVH��

6WDOLQLVP�� EDVHG� RQ� GLFWDWRUVKLS� DQG� HQJLQHHUHG� VRFLDO� SODQQLQJ�� LV� D�
FHQWUDO� SDUDGLJP� ZLWK� ZKLFK� WR� GLDJQRVH� 6\ULDQ� UXOH� LQ� /HEDQRQ�� 6\ULDQ�
SROLFH� PHWKRGV� UHFDOO� WKH� SUDFWLFHV� RI� WKH� %ROVKHYLN� UHJLPH� LQ� 5XVVLD��
3HUKDSV� 6RO]KHQLWV\Q¶V� GHVFULSWLRQ� RI� ‡WKH� KLVWRU\� RI� RXU� VHZDJH� GLVSRVDO�
V\VWHP·� JRHV� VRPHZKDW� EH\RQG� WKH� IXQFWLRQLQJ� RI� WKH� 6\ULDQ� V\VWHP� LQ�
/HEDQRQ��\HW�$VVDG�KDV� LQ�SULQFLSOH�DGRSWHG� WKH�EDVLF� UHSUHVVLYH�PHWKRGV��
7KHUH� LV� PRUH� WKDQ� D� UHPLQLVFHQW� VLPLODULW\� LQ� 6WDOLQ¶V� FDPSDLJQ� DJDLQVW�
‡FRXQWHU�UHYROXWLRQDULHV·� DQG� ‡FDSLWDOLVWV·� ZLWK� $VVDG¶V� FDPSDLJQ� DJDLQVW�
0DURQLWH�‡VHSDUDWLVWV·�DQG�‡,VUDHOL�DJHQWV·���

/HEDQRQ��O\LQJ�QDNHG�DQG�UDSHG��LV�LQ�WKH�KDQGV�RI�6\ULDQ�UXOHUV��6WULSSHG�
RI�LWV�LQGHSHQGHQFH�DQG�GLVILJXUHG�E\�DQ�HURVLRQ�RI�LWV�LGHQWLW\�DQG�VSLULW��WKH�
/HEDQHVH�ERG\�SROLWLF� LV� LQ�D�VWDWH�RI�VHYHUH�GHFOLQH��6XFK� LV� WKH�FRQGLWLRQ�
WRR�RI�D�RQFH�YLEUDQW�QDWLRQDO�DQG�FXOWXUDO�HWKRV��DV�D�OHVV�GHYHORSHG�VRFLHW\�
–�WKDW�RI�6\ULD�–�KDV�SOXQGHUHG�DQG�PDQKDQGOHG�D�PRUH�DGYDQFHG�RQH��7KLV�
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FDVH�VWXG\�LV�QRW�DQ�LQVWDQFH�RI�D�FLYLOL]LQJ�LPSHULDOLVW�PLVVLRQ�LQ�D�EDFNZDUG�
FRXQWU\� EHFDXVH� 6\ULD� FRQTXHUHG� WKH� ‡6ZLW]HUODQG� RI� WKH� 0LGGOH� (DVW·��
6\ULD¶V�FRQTXHVW�RI�/HEDQRQ�LQ�WKH�ODWH�WZHQWLHWK�FHQWXU\��ZH�PD\�VXJJHVW��
LV�RI�D�SLHFH�ZLWK�WKH�$UDE�FRQTXHVW�RI�WKH�VRSKLVWLFDWHG�+HOOHQLF�%\]DQWLQH�
2ULHQW� LQ� WKH� VHYHQWK�FHQWXU\�� 7KH� OXVW� IRU� DFTXLVLWLRQ�� SRZHU�� DQG�
GRPLQDWLRQ�WHPSWHG�WKH�6\ULDQV�WR�H[SORLW�WKH�ULFK�DQG�YDULHG�UHVRXUFHV�RI��LQ�
WKLV� FDVH�� D� ZHDN� QHLJKERULQJ� FRXQWU\�� :KHQ� 6\ULDQ� )RUHLJQ� 0LQLVWHU�
)DURXN� DO�6KDUD¶D� UHTXLUHG� DQ� XUJHQW� KHDUW� RSHUDWLRQ� LQ� 2FWREHU� ������ KH�
ZDV�EURXJKW�IURP�’DPDVFXV�WR�WKH�$PHULFDQ�8QLYHUVLW\�+RVSLWDO�LQ�%HLUXW��
7KH� FODVVLF� %ULWLVK� DQG� )UHQFK� LPSHULDOLVWV� ZHUH� QRW� DFFXVWRPHG� WR� VHHN�
PHGLFDO� WUHDWPHQW� LQ�6XGDQHVH� -XED�RU�6HWLI� LQ�$OJHULD�� EXW� UDWKHU�/RQGRQ�
DQG�3DULV��’DPDVFXV�JDLQV�GLUHFW�EHQHILWV� IURP�LWV�‡FRORQLDO·�SRVVHVVLRQ�LQ�
SURJUHVVLYH�%HLUXW��6\ULDQ�UXOH�KDG�QRW�EURXJKW�OLJKW�WR�/HEDQRQ�EXW��UDWKHU��
ILOOHG�WKH�KHDUWV�RI�WKH�/HEDQHVH�ZLWK�GDUNQHVV���

1R�OHVV�VLJQLILFDQW�LV�WR�UHFRJQL]H�WKH�6\ULDQ�RFFXSDWLRQ�DV�DQ�LQVWUXPHQW�
WR�UHQG�DVXQGHU�DQ�ROG�&KULVWLDQ�ODQG�DQG�LPSRVH�GKLPPLWXGH�RQ�D�SURXG�DQG�
IUHH� &KULVWLDQ� SHRSOH���� 7KH� HYHQWV� LQ� /HEDQRQ� FDUU\� EURDG� KLVWRULFDO�
UDPLILFDWLRQV�IRU� WKH�&KULVWLDQV� LQ� WKH�0LGGOH�(DVW�DV�D�ZKROH� LQDVPXFK�DV�
/HEDQRQ� DV� D� &KULVWLDQ� KRPHODQG� ZDV�� XQWLO� QRZ�� WKH� PDMRU� WULXPSK� RI�
&KULVWLDQLW\� LQ� WKH�0XVOLP�GRPLQDWHG� UHJLRQ�� )RU� ,VUDHO�� WKH� HQG� RI� D� IUHH�
DQG�HVSHFLDOO\�&KULVWLDQ�/HEDQRQ�OHDYHV�KHU�XQFRPIRUWDEO\�DORQH�DV�WKH�ODVW�
UHPDLQLQJ�SDULDK�GKLPPL�VWDWH�LQ�WKH�$UDE�0XVOLP�KHDUWODQG��

,Q� FRQFOXVLRQ�� 6\ULDQ� RFFXSDWLRQ� RI� /HEDQRQ� LPSRVHG� QR� ULVN� RU� FRVW��
LQFXUUHG� QR� GDQJHU� DQG� DURXVHG� YHU\� OLWWOH� DFWLYH� RSSRVLWLRQ�� 4XLWH� WKH�
RSSRVLWH��LW�EURXJKW�JUHDW�VWUDWHJLF�DQG�HFRQRPLF�JDLQV��7KHUH�ZDV�WKHUHIRUH�
QR� UHDVRQ� IRU� 6\ULD� WR� YROXQWDULO\� ZLWKGUDZ�� <HW� WKH� VLWXDWLRQ� FKDQJHG�
PDUNHGO\�LQ�WKH�\HDU������LQ�WKUHH�PDMRU�UHVSHFWV���

��� 7KH� ,VUDHOL� DUP\� ZLWKGUHZ� IURP� VRXWKHUQ� /HEDQRQ� DQG� OLNHZLVH�
IRUFHG�WKH�FROODSVH�RI�LWV�6/$�DOO\�WKHUH���

��� 3UHVLGHQW�$VVDG�RI�6\ULD�GLHG�DQG�ZDV�VXFFHHGHG�E\�KLV�VRQ�%HVKDU��
DQG��

��� 9RLFHV� URVH� ZLWKLQ� /HEDQRQ� FDOOLQJ� IRU� 6\ULD¶V� ZLWKGUDZDO� E\� WKH�
0DURQLWH� 3DWULDUFK�1DVUDOODK�6IHLU��:DOLG� -XQEODW� WKH�’UX]H� OHDGHU��
DQG�D�YDULHW\�RI�SROLWLFDO�SHUVRQDOLWLHV�ERWK�&KULVWLDQ�DQG�0XVOLP���
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7KRXVDQGV� RI� SURWHVWHUV� GHPRQVWUDWHG� LQ� WKH� VWUHHWV� RI� %HLUXW� DQG� LQ�
YDULRXV� SODFHV� LQ�0RXQW� /HEDQRQ�� 7KXV�� WKH� SRVVLELOLW\� RI� /HEDQRQ� EHLQJ�
OLEHUDWHG� IURP�6\ULD�FDQQRW�EH�GLVPLVVHG���� ,QKHUHQW�ZLWKLQ� WKH�GLDOHFWLF�RI�
GRPLQDWLRQ� LV� WKH�FDWDO\VW� IRU�D� UHSUHVVHG�SHRSOH� WR�ULVH�XS�DQG�GHPDQG� LWV�
IUHHGRP��7KH�6\ULDQ�H[FXVH�IRU�VWD\LQJ�LQ�/HEDQRQ��EHFDXVH�,VUDHO�LV�SUHVHQW�
WKHUH�� KDV� QRZ� EHHQ� GHQLHG�� -XGJPHQW� PXVW� EH� UHVHUYHG� FRQFHUQLQJ� WKH�
FDSDELOLW\�RI�%HVKDU�$VVDG�WR�GRPLQDWH�KLV�RZQ�SROLWLFDO�KRWKRXVH�RI�6\ULD��
DQG�WKHQ�WKDW�RI�/HEDQRQ��$OO�WKLV�ZKLOH�WKH�/HEDQHVH��GLVJXVWHG�ZLWK�6\ULD¶V�
H[WHQGHG� DEXVLYH� LQWHUIHUHQFH� LQ� WKHLU� OLYHV�� VHHP� WR� KDYH� WKURZQ� RII� WKH�
FORDN�RI�IHDU�LQ�XQPDVNLQJ�WKH�IRUHLJQ�RFFXSDWLRQ�IRU�ZKDW�LW�LV��

0XFK�RI�/HEDQRQ¶V�ORQJ�KLVWRU\�LV�D�UHFRUG�RI�DOWHUQDWLQJ�VFHQDULRV��IURP�
PLOLWDU\� YLFWRU\� WR�PDVVDFUH�� IURP� LQGHSHQGHQFH� WR� IRUHLJQ� FRQTXHVW�� 7KH�
ODVW�FKDSWHU�LQ�WKLV�ORQJ�KLVWRU\�LV�QRW�\HW�ZULWWHQ��
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0RUH�WKDQ�DQ\�RWKHU�$UDE�RU�0XVOLP�VWDWH��6\ULD�LV�QRWDEOH�IRU��DW� OHDVW�
XS� WR�QRZ��D�GHDUWK�RI�QXFOHDU�FDSDELOLWLHV��ZKLFK�UDGLFDOO\�QHFHVVLWDWHV�� LQ�
6\ULD¶V� YLHZ�� WKDW� LW� FRPSHQVDWH� ZLWK� WKH� GHYHORSPHQW� RI� FKHPLFDO� DQG�
ELRORJLFDO�ZHDSRQV�DV�D�VRXUFH�RI�PLQLPDO��XQFRQYHQWLRQDO�VWUDWHJLF�PLOLWDU\�
EDODQFH�RI�SRZHU�ZLWK�,VUDHO��,W�LV�FOHDU��KRZHYHU��HYHQ�ZLWKRXW�FRQQHFWLRQ�WR�
,VUDHO��WKDW�WKH�SURFHVVHV�RI�XQFRQYHQWLRQDO�DUPDPHQW�LQ�WKH�$UDE�VWDWHV�DQG�
,UDQ� VSXU� 6\ULD� RQ�� OHVW� LW� ODJ� EHKLQG� LQ� WKLV� GRPDLQ�� 7XUNH\� DV�ZHOO�� DV� D�
QHLJKERULQJ�UHJLRQDO�SRZHU� WKDW� LV� LGHQWLILHG�DV�DQ�DOO\�RI�,VUDHO��PDNHV�DQ�
LQGLUHFW�FRQWULEXWLRQ�LQ�WKLV�UHJDUG��

6\ULD¶V�MRXUQH\�GRZQ�WKH�ELRFKHPLFDO�SDWK�EHJDQ�LQ�WKH�SHULRG�SUHFHGLQJ�
WKH�<RP�.LSSXU�:DU��DV�LW�HTXLSSHG�LWVHOI�ZLWK�FKHPLFDO�ZHDSRQV�WKDW�LW�KDG�
UHFHLYHG�IURP�(J\SW��DQG�LQFUHDVHG�LQ�VWDJHV�LQ�WKH�ZDNH�RI�UHJLRQDO�HYHQWV��
WKH�,VUDHOL�(J\SWLDQ�SHDFH�WUHDW\��WKH�/HEDQRQ�:DU��WKH�UHYHODWLRQ�RI�,VUDHO¶V�
QXFOHDU�FDSDFLW\�� WKH� UHYHODWLRQ�RI� ,UDT¶V�ELRFKHPLFDO�FDSDFLW\��DQG�6\ULD¶V�
VWUDWHJLF� DOOLDQFH� ZLWK� ,UDQ�� :LWK� WKH� EHJLQQLQJ� RI� WKH� HURVLRQ� RI� ,UDT¶V�
FKHPLFDO�SRZHU�DW�WKH�WLPH�RI�WKH�*XOI�:DU��6\ULD�EHJDQ�WR�DFTXLUH�WKH�VWDWXV�
RI� WKH� FRXQWU\� ZLWK� WKH� PRVW� DGYDQFHG� RIIHQVLYH� FKHPLFDO� FDSDFLW\�
�TXDQWLWDWLYH�DQG�TXDOLWDWLYH��DPRQJ�WKH�$UDE�VWDWHV��DQG�DOVR�LQ�FRPSDULVRQ�
WR�,UDQ�� ,Q� WHUPV�RI�TXDOLW\��6\ULD�KDG�DOUHDG\�EHHQ�FKDUDFWHUL]HG�DV�VXFK�D�
VWDWH� LQ�WKH�SUHYLRXV�GHFDGH�HYHQ�LQ�FRPSDULVRQ�ZLWK�,UDT��ZKLFK�XS�WR�WKH�
*XOI�:DU�KDG�WKH�PRVW�LPSUHVVLYH�DUVHQDO�RI�FKHPLFDO�ZHDSRQV��7KHUH�LV�QR�
GRXEW� WKDW� ,UDT¶V� SRZHU� LQ� WKLV� UHJDUG�� WRJHWKHU� ZLWK� WKH� SHUFHSWLRQ� RI�
VWUDWHJLF� UHTXLUHPHQWV�YLV�j�YLV� ,VUDHO��ZHUH� DPRQJ� WKH� IDFWRUV� WKDW� VSXUUHG�
6\ULD¶V� EXLOGXS� LQ� WKH� FKHPLFDO�ELRORJLFDO� DUHD�� ,W� UHJDUGV� WKLV� FDSDELOLW\��
FRPELQHG� ZLWK� LWV� EDOOLVWLF� FDSDFLW\�� DV� D� SDUDPRXQW� FRPSRQHQW� RI� WKH�
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WRWDOLW\� RI� LWV� VWUDWHJLF�PLOLWDU\� SRZHU�� DQG� SHUVLVWHQWO\� FRQWLQXHV� WR� LQYHVW�
JUHDW�HIIRUW�LQ�LW���

7KH�DFFHOHUDWHG�SDFH�RI�6\ULD¶V�EXLOGXS�LQ�WKH�DUHD�RI�FKHPLFDO�ZHDSRQV�
LQ� UHFHQW�\HDUV�KDV�HQDEOHG� LW� LQ� WKLV� UHVSHFW� WR�VXUSDVV�(J\SW��ZKLFK�XS� WR�
ILIWHHQ�\HDUV�DJR�KDG�WKH�ODUJHVW�FKHPLFDO�RIIHQVLYH�FDSDFLW\�RI�DOO�WKH�$UDE�
VWDWHV��DQG�WKLV�GHVSLWH�WKH�IDFW�WKDW�WKH�PHGLD�SXEOLFLW\�VXUURXQGLQJ�6\ULD¶V�
RIIHQVLYH�FKHPLFDO�FDSDELOLW\�KDV�EHHQ��DQG� UHPDLQV�TXLWH�VFDQW�–�DQG�DOVR�
PLVOHDGLQJ�LQ�WKLV�VHQVH�–�FRPSDUHG�WR�RWKHU�$UDE�VWDWHV��DQG�,UDQ�DV�ZHOO��
ZKLFK�KDUERU�FKHPLFDO�ZHDSRQV��,Q�DGGLWLRQ�WR�EXLOGLQJ�D�FKHPLFDO�DUVHQDO��
6\ULD� KDV� HPEDUNHG� RQ� DUPDPHQW� ZLWK� ELRORJLFDO� ZHDSRQV�� ZKLFK� KDYH�
PXFK�JUHDWHU�VWUDWHJLF�YDOXH�DV�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ��

7KH�VXUYH\�WR�IROORZ��WKHQ��ZLOO�FRQVLGHU�SURFHVVHV�WKDW�KDYH�RFFXUUHG�LQ�
6\ULD�RYHU� WKH�SDVW� WZHQW\�ILYH�\HDUV�–�VSHFLILFDOO\�� WKH�GHYHORSPHQW�RI� LWV�
VWUDWHJLF�FRQFHSW�RI�FKHPLFDO�DQG�ELRORJLFDO�ZHDSRQV��DQG�LWV�DFTXLVLWLRQ�RI�
VXFK� ZHDSRQV�� ILUVW� IURP� (J\SW� DQG� ODWHU�� GRPHVWLFDOO\�� ,� VKDOO� H[DPLQH�
6\ULD¶V� FDSDFLW\� IRU� LQGHSHQGHQW� SURGXFWLRQ� RI� FKHPLFDO� DQG� ELRORJLFDO�
ZHDSRQV� DV�ZHOO� DV� V\VWHPV� IRU� WKHLU� GHOLYHU\�� WKH� H[WHUQDO� DLG� WKDW� LW� KDV�
UHFHLYHG� IRU� WKLV� SXUSRVH� �PDLQO\� IURP� :HVWHUQ� (XURSH�� ,QGLD�� 5XVVLD��
&KLQD�� DQG�1RUWK�.RUHD��� DQG� WKH� FORVH�� RXWVWDQGLQJ� VWUDWHJLF� FRRSHUDWLRQ�
WKDW�LW�PDLQWDLQV�ZLWK�,UDQ��

�
7KH�&RQFHSWXDO�2XWOLQH�

7KH�LQFLSLHQFLHV�RI�WKH�6\ULDQ�FRQFHSW�UHJDUGLQJ�XQFRQYHQWLRQDO�ZHDSRQV�
ZHUH� DOUHDG\� HYLGHQW� LQ� WKH� SURFHVV� RI� 6\ULD¶V� VWUDWHJLF� SUHSDUDWLRQV�
�WRJHWKHU�ZLWK�(J\SW��IRU�WKH�<RP�.LSSXU�:DU��LQ�WKH�IUDPHZRUN�RI�ZKLFK�
(J\SW� WUDQVIHUUHG� FKHPLFDO� ZHDSRQV� WR� 6\ULD�� 7KLV� ZDV� XQGRXEWHGO\� D�
UDGLFDO� VWHS��ZKLFK�ZDV� WDNHQ�DV�DQ�HVVHQWLDO� FRPSRQHQW�RI� WKH� WZR�VWDWHV¶�
MRLQW� VWUDWHJLF� SUHSDUDWLRQV� IRU� WKLV� VXUSULVH� ZDU�� DQG� UHIOHFWHG� D� FRPSOHWH�
DQG�PRVW�SURIRXQG�DJUHHPHQW�WKDW�$VVDG�DQG�6DGDW�DUULYHG�DW�RQ�WKLV�PDWWHU��
7KXV�� 6\ULD� IRU� WKH� ILUVW� WLPH� DFTXLUHG� IRU� LWVHOI� D� FKHPLFDO� RIIHQVLYH�
FDSDFLW\��ZKLFK�ZDV�EDVHG�RQ�D�QRQ�SHUVLVWHQW��OHWKDO�FKHPLFDO�ZDUIDUH�DJHQW�
�VDULQ�� DQG� RQ� D� SHUVLVWHQW� DJHQW� �PXVWDUG��� 7KH� PXQLWLRQV� WKDW� FRQWDLQHG�
WKHVH�ZDU�JDVHV��QDPHO\��DUWLOOHU\�VKHOOV�DQG�DHULDO�ERPEV��HQDEOHG�WKHLU�XVH�
IRU� ERWK� WDFWLFDO� DQG� VWUDWHJLF� SXUSRVHV�� 7KLV� ZDV� WKH� ILUVW� FDVH� LQ� ZKLFK�
FKHPLFDO�ZHDSRQV�ZHUH�WUDQVIHUUHG�IURP�DQ�$UDE�VWDWH�WR�LWV�SDUWQHU��
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7KH� SXUSRVH� RI� 6\ULD¶V� HTXLSSLQJ� LWVHOI� ZLWK� FKHPLFDO� ZHDSRQV� DV� D�
SUHOLPLQDU\�PHDVXUH��DQG�SHUKDSV�� LQ� LWV�YLHZ��DV�D�QHFHVVDU\�FRQGLWLRQ�IRU�
WKH�<RP�.LSSXU�:DU��DQG�WKH�TXHVWLRQ�RI�WR�ZKDW�H[WHQW�LW�ZDV�SUHSDUHG�WR�
XVH� WKHP� GHSHQGLQJ� RQ� KRZ� WKH�ZDU� GHYHORSHG�� DUH� QRW� VXIILFLHQWO\� FOHDU��
2QH� PD\� UHDVRQDEO\� DVVXPH� WKDW� LQ� WKH� FRXUVH� RI� WKH� ZDU� WKH� FKHPLFDO�
ZHDSRQV�ZHUH�LQ�FRQVWDQW�RSHUDWLRQDO�UHDGLQHVV��EXW� WKDW�XVH�ZDV�QRW�PDGH�
RI� WKHP� EHFDXVH�� DSSDUHQWO\�� 6\ULD� GLG� QRW� IDOO� LQWR� VHYHUH� GLVWUHVV� WR� DQ�
H[WHQW�WKDW�ZRXOG�KDYH�MXVWLILHG�WKLV�LQ�LWV�YLHZ��,QGHHG��WKHVH�ZHDSRQV�ZHUH�
QRW�XVHG�HYHQ�IRU� WKH�SXUSRVH�RI�DFKLHYLQJ� WKH� LQLWLDO�YLWDO�REMHFWLYH�RI� WKH�
6\ULDQ�IRUFHV�–�WKH�FRQTXHVW�RI�WKH�*RODQ�+HLJKWV��6XEVHTXHQW�WR�WKH�<RP�
.LSSXU�:DU��LQ�ZKLFK��LQ�IDFW��WKH�6\ULDQ�DUP\�VXIIHUHG�D�IDLOXUH�GHVSLWH�LWV�
RYHUZKHOPLQJ� LQLWLDO� DGYDQWDJH�� DQG� D� UHDO� WKUHDW� RQ� ’DPDVFXV� HYHQ�
HPHUJHG��WKH�6\ULDQ�SUHVLGHQW¶V�FRQFHSW�WKDW�6\ULD�PXVW�FUHDWH�DQG�PDLQWDLQ�
LWV� RZQ� VWUDWHJLF� SRZHU� FU\VWDOOL]HG�� DW� WKH� VDPH� WLPH�� LW� ZDV� FRPSOHWHO\�
FOHDU� WKDW� 6\ULD� ZDV� QRW�� LQ� WKH� IRUHVHHDEOH� IXWXUH�� FDSDEOH� RI� IRUPLQJ� D�
WHFKQRORJLFDO� LQIUDVWUXFWXUH� WKDW� ZRXOG� HQDEOH� WKH� GHYHORSPHQW� RI� QXFOHDU�
ZHDSRQV��

7KLV�� WRJHWKHU� ZLWK� JURZLQJ� DZDUHQHVV� RI� WKH� YDOXH� RI� FKHPLFDO� DQG�
ELRORJLFDO�ZHDSRQV��OHG�$VVDG�WR�IRUPXODWH�WKH�DSSURDFK�WKDW�EHFDPH�NQRZQ�
DV�WKH�‡VWUDWHJLF�SDULW\�FRQFHSW·��YLV�j�YLV�,VUDHO���7KLV�FRQFHSW��ZKRVH�PDLQ�
DLP�ZDV� WR� HQVXUH� D� EDODQFHG� GHIHQVLYH� DQG� RIIHQVLYH� FDSDELOLW\� YLV�j�YLV�
,VUDHO��ERWK�IURP�D�GHWHUUHQW�VWUDWHJLF�DQG�D�PLOLWDU\�RSHUDWLRQDO�VWDQGSRLQW��
FRQIHUUHG��DQG�FRQWLQXHV�WR�FRQIHU��FHQWUDO�LPSRUWDQFH�RQ�WKH�PDLQWHQDQFH�RI�
FKHPLFDO�DQG�ELRORJLFDO�ZHDSRQV�LQ�6\ULDQ�KDQGV��7KXV��DIWHU� WKH�FKHPLFDO�
ZHDSRQV�LW�KDG�UHFHLYHG�IURP�(J\SW�KDG�EHFRPH�REVROHVFHQW��6\ULD�GHYRWHG�
RQJRLQJ�HIIRUW�WR�WKLV�HQWHUSULVH��LQ�WZR�PDLQ�DUHDV�RI�VHOI�DUPDPHQW�–�DHULDO�
ERPEV� DQG� PLVVLOHV� ZDUKHDGV� WKDW� FRQWDLQ� QHUYH� DJHQWV�� DV� ZHOO� DV��
PRUHRYHU��LQ�WKH�ILHOG�RI�ELRORJLFDO�ZHDSRQV���

7KLV� SURFHVV� ZDV� DOUHDG\� UHIOHFWHG� LQ� WKH� SDJHV� RI� $O�0DJOD� (O�
$VNDUL\D��WKH�6\ULDQ�PLOLWDU\�PDJD]LQH��RQ�2FWREHU����������LQ�DQ�DUWLFOH�E\�
$PLQ�HO�1DIRUL��WKH�UHWLUHG�6\ULDQ�’HSXW\�&KLHI�RI�6WDII��WKDW�DWWHVWHG�WR�WKH�
H[LVWHQFH�RI�FKHPLFDO�DQG�EDFWHULRORJLFDO�ZHDSRQV�LQ�6\ULD¶V�SRVVHVVLRQ��2Q�
$XJXVW���������� WKH�KHDG�RI� WKH�XQFRQYHQWLRQDO�ZDUIDUH�GHSDUWPHQW�RI� WKH�
6\ULDQ�DUP\�VWUHVVHG��LQ�D�QHZVSDSHU�LQWHUYLHZ�LQ�$O�6KD¶DE��WKDW�WKH�6\ULDQ�
DUP\� UHFRJQL]HG� WKH� LPSRUWDQFH� RI� XQFRQYHQWLRQDO� ZHDSRQV�� DQG� ZDV�
SUHSDULQJ�LWVHOI�IRU�WKLV�W\SH�RI�ZDUIDUH��
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$IWHU�LW�KDG�EHHQ�SXEOLFO\�UHYHDOHG�LQ�-DQH¶V�’HIHQFH�:HHNO\�WKDW�6\ULD�
SRVVHVVHG� FKHPLFDO� ZHDSRQV� �6HSWHPEHU� ���� ������� WKH� UHWLUHG� 6\ULDQ�
FRORQHO� %DVVDP� D�6KKHLWD� SXEOLVKHG� DQ� DUWLFOH� RQ� -DXDU\� ��� ����� LQ� HO�
.DEDV�� ZKLFK� KH� FRQILUPHG� WKDW� 6\ULD� LQGHHG� SRVVHVVHG� VXFK� ZHDSRQV��
7KHUH� DSSHDUHG�� ODWHU� LQ� WKH� DUWLFOH�� FOHDU� DOOXVLRQV� WR� WKH� H[LVWHQFH� RI�
XQFRQYHQWLRQDO�ZHDSRQV�LQ�6\ULD¶V�SRVVHVVLRQ��

3XEOLF�UHIOHFWLRQV�RI�WKH�HYROYLQJ�6\ULDQ�FRQFHSW�LQFUHDVHG��JUDGXDOO\��,Q�
-DQXDU\�������3UHVLGHQW�$VVDG� LQGLFDWHG�� LQ� DQ� LQWHUYLHZ�ZLWK� WKH�.XZDLWL�
QHZVSDSHU�HO�.DEDV��WKDW�6\ULD�ZDV�VHHNLQJ�D�WHFKQLFDO�VROXWLRQ�WKDW�ZRXOG�
FRQVWLWXWH�D�GLUHFW�FRXQWHUZHLJKW�WR�,VUDHO¶V�QXFOHDU�ZHDSRQV��$�IHZ�PRQWKV�
ODWHU��LQ�0D\�������5DGLR�’DPDVFXV�HPSKDVL]HG�WKDW�6\ULD�KDG�DQ�DQVZHU�WR�
WKH�,VUDHOL�QXFOHDU�WKUHDW��SRVVLEO\�RI�HYHQ�JUHDWHU�SRZHU��$�\HDU�ODWHU��RQ�WKH�
��UG� DQQLYHUVDU\� RI� WKH� HVWDEOLVKPHQW� RI� WKH� 6\ULDQ� DUP\�� 6\ULDQ� &KLHI� RI�
6WDII�0DUVKDO�6KLKDEL�QRWHG�WKDW�6\ULD�ZDV�VDWLVILHG�ZLWK�LWV�DFKLHYHPHQWV�LQ�
WKH� DUHD� RI� VWUDWHJLF� SDULW\�� DQG� WKDW� 6\ULD� SRVVHVVHG� GHWHUUHQW� ZHDSRQV�
DJDLQVW� ,VUDHO¶V� H[WUHPHO\� OHWKDO�ZHDSRQV��7KHVH� VWDWHPHQWV� XQGHUOLQHG� WKH�
H[LVWHQFH� RI� FKHPLFDO� ZHDSRQV� LQ� 6\ULD� DQG� LQFOXGHG� DQ� DOOXVLRQ� WR� WKH�
ELRORJLFDO�ZHDSRQV�WKDW�ZHUH�DOUHDG\�LQ�6\ULD¶V�SRVVHVVLRQ�RU�LQ�WKH�SURFHVV�
RI� GHYHORSPHQW�� LPSO\LQJ� WKDW� WKH� 6\ULDQV� UHJDUGHG� ELRORJLFDO�ZHDSRQV� DV�
H[FHHGLQJ�HYHQ�QXFOHDU�ZHDSRQV�LQ�WKHLU�VLJQLILFDQFH��

,Q�HO�.DEDV�DGGLWLRQDO� UHSRUWV�ZHUH�SXEOLVKHG� WKDW�ZHUH�FRQVLVWHQW�ZLWK�
$VVDG¶V� DQG� 6KLKDEL¶V� DOOXVLRQV�� LQ� ZKLFK� LW� ZDV� VWDWHG� WKDW� 6\ULD� ZDV�
HQWLWOHG�WR�XVH�YDULRXV�NLQGV�RI�XQFRQYHQWLRQDO�ZHDSRQV��LQFOXGLQJ�NLQGV�WKDW�
JR�EH\RQG�FKHPLFDO�ZHDSRQV��

%\�QRZ�� LQ�DQ\�FDVH��$VVDG¶V�DSSURDFK�RI�SXEOLFO\�DVFULELQJ�OHJLWLPDF\�
WR�6\ULD¶V� SRVVHVVLRQ� RI� FKHPLFDO�ZHDSRQV� KDG� DOUHDG\� FU\VWDOOL]HG�� ,Q� KLV�
FRQYHUVDWLRQ� ZLWK� 6HQDWRU� 0F&DLQ� LQ� -DQXDU\� ������ $VVDG� DVVHUWHG� WKDW�
6\ULD¶V�GHYHORSPHQW�RI�FKHPLFDO�ZHDSRQV�ZDV�D�UHDVRQDEOH�FRXUVH�RI�DFWLRQ��
)RU� KLV� SDUW�� 6\ULDQ� )RUHLJQ� 0LQLVWHU� )DURXN� D�6KDUD�� ZKR� ZDV� $VVDG¶V�
UHSUHVHQWDWLYH�DW�WKH�&RQIHUHQFH�RQ�&KHPLFDO�’LVDUPDPHQW�LQ�3DULV��DOOXGHG�
DW�WKH�VDPH�WLPH�WR�WKH�DSSURSULDWHQHVV�RI�WKLV�FRXUVH�RI�DFWLRQ�IURP�6\ULD¶V�
VWDQGSRLQW��,Q�DQ�LQWHUYLHZ�ZLWK�/H�0RQGH��D�6KDUD�VDLG�6\ULD�ZDV�SUHSDUHG�
WR� FRPPLW� LWVHOI� WR� WKH� HOLPLQDWLRQ� RI� DOO� W\SHV� RI� ZHDSRQV� RI� PDVV�
GHVWUXFWLRQ�VR�ORQJ�DV�,VUDHO�DOVR�FRPPLWWHG�LWVHOI�WR�WKLV��+HQFH��WKH�SULPDU\�
SXUSRVH� RI� GHYHORSLQJ� FKHPLFDO�ZHDSRQV�ZDV� GHWHUUHQFH� DJDLQVW� ,VUDHO�� WR�
ZKLFK� DQ� XQFRQYHQWLRQDO� FDSDFLW\� ZDV� DWWULEXWHG�� ,QGHHG�� DW� WKH� 3DULV�
FRQIHUHQFH� D�6KDUD� VWUHVVHG� WKDW� WRJHWKHU�ZLWK� WKH� HOLPLQDWLRQ� RI� FKHPLFDO�
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ZHDSRQV�� WKHUH� ZDV� D� QHHG� WR� HOLPLQDWH� ZHDSRQV� RI� PDVV� GHVWUXFWLRQ� RI�
ZKDWHYHU�NLQG��SDUWLFXODUO\�LQ�WKH�0LGGOH�(DVW��+H�FDOOHG�IRU�FRPSUHKHQVLYH�
SDUWLFLSDWLRQ� LQ� QHJRWLDWLRQV� RQ� WKH� &KHPLFDO� :HDSRQV� &RQYHQWLRQ� DQG�
HPSKDVL]HG� WKH� QHHG� IRU� VXIILFLHQW� JXDUDQWHHV� WR� VWDWHV� QRW� SRVVHVVLQJ�
ZHDSRQV�RI�PDVV�GHVWUXFWLRQ��DQG�IRU�SHUVXDGLQJ�VWDWHV�WKDW�GLG�SRVVHVV�VXFK�
ZHDSRQV�RI�WKH�QHHG�WR�UHOLQTXLVK�WKHP��8QGRXEWHGO\��WKLV�VWDQFH�RI�6\ULD¶V�
LV�LPSRUWDQW�LQ�WHUPV�RI�SXEOLF�UHODWLRQV�DQG�DV�D�EDUJDLQLQJ�SRVLWLRQ��6\ULD¶V�
RQO\�SXEOLF�DWWHPSW�WR�GLVSXWH�FODLPV�WKDW�LW�SURGXFHV�FKHPLFDO�ZHDSRQV�FDQ�
EH�VHHQ��LQ�WKLV�FRQWH[W��DV�WKH�H[FHSWLRQ�WKDW�SURYHV�WKH�UXOH��

6\ULD�DFWHG� IRU� WKH�DGRSWLRQ�RI� LWV�QHJDWLYH� VWDQFH� WRZDUG� WKH�&KHPLFDO�
:HDSRQV�&RQYHQWLRQ�E\�RWKHU�$UDE� VWDWHV�DQG�E\� WKH�$UDE�/HDJXH��DQG� LW�
DSSDUHQWO\� LQYHVWHG� QR� OHVV� HIIRUW� RQ� WKLV� PDWWHU� WKDQ� (J\SW�� WKRXJK� –�
W\SLFDOO\� –�ZLWKRXW� WKH� SXEOLFLW\� WKDW� FKDUDFWHUL]HG� (J\SW¶V� DFWLYLW\�� 7KLV�
ZDV�PDQLIHVWHG� LQ�’HFHPEHU� ������ D� IHZ�ZHHNV� EHIRUH� WKH� VLJQLQJ�RI� WKH�
&RQYHQWLRQ��ZKHQ�6\ULD�GHFODUHG�WKDW�ZKDW�ZRXOG�SURYLGH�‡DQ�LQFHQWLYH�IRU�
$UDE� VWDWHV� WR� VLJQ� WKH� &KHPLFDO� :HDSRQV� &RQYHQWLRQ·� ZRXOG� EH� WKH�
IXOILOOPHQW� RI� ‡WKH� QHHG� WR� DFW� LQ� RUGHU� WR� HQVXUH� ,VUDHO¶V� VLJQLQJ� RI� WKH�
1XFOHDU�3UROLIHUDWLRQ�7UHDW\·��DQG�WKDW� LQ� WKH�H[LVWLQJ�VLWXDWLRQ��‡6\ULD�ZLOO�
QRW�VLJQ�WKH�&KHPLFDO�:HDSRQV�&RQYHQWLRQ�EHFDXVH�LW�ZLOO�QRW�DJUHH�WR�EH�
H[SRVHG�WR�WKH�XQFRQYHQWLRQDO�WKUHDW�IURP�,VUDHO�·��

,QGHHG�� LQ� -DQXDU\� �����ZKHQ� WKH�&KHPLFDO�:HDSRQV�&RQYHQWLRQ�ZDV�
VLJQHG��$VVDG�JDYH� IXUWKHU�YRLFH� WR�6\ULD¶V� UHIXVDO� WR� MRLQ� WKH�&RQYHQWLRQ��
+H�DVVHUWHG�� LQ�D� MRLQW� LQWHUYLHZ�ZLWK�(J\SWLDQ�3UHVLGHQW�0XEDUDN� WKDW� WKH�
SURSRVDO�WKDW�WKH�$UDE�VWDWHV�MRLQ�WKH�&RQYHQWLRQ�ZRUNHG�DJDLQVW�WKHP��DQG�
WKDW� UDLVLQJ� WKH� LVVXH� RI� FKHPLFDO� ZHDSRQV� ZLWKRXW� UDLVLQJ� WKH� LVVXH� RI�
QXFOHDU�ZHDSRQV�ZDV�YHU\�VWUDQJH�DQG�GLG�QRW�PDNH�VHQVH��6\ULD¶V�DWWLWXGH�
ZDV�DOVR�UHSUHVHQWHG�VLPSO\�DQG�GLUHFWO\�DV�D�FRQFHSW�DVVHUWLQJ�WKDW��

7KH�SRVVHVVLRQ�RI�FKHPLFDO�ZHDSRQV�E\�WKH�$UDEV�FRQVWLWXWHV�D�PLQLPXP�
RI� GHWHUUHQFH� LQ� WKH� IDFH� RI� ,VUDHO¶V� QXFOHDU� ZHDSRQV�� DQG� DIIRUGV� WKHP� D�
SDUWLDO�VWUDWHJLF�SDULW\��ZKLFK�OLPLWV�,VUDHO¶V�IUHHGRP�WR�XVH�QXFOHDU�ZHDSRQV�
RU�WR�WKUHDWHQ�WR�XVH�WKHP��/LNHZLVH��WKHVH�FKHPLFDO�ZHDSRQV�KHOS�WR�SODFDWH�
WKH�$UDEV��

7KLV�VWDQFH�UHIOHFWHG�6\ULD¶V�DVSLUDWLRQ�WR�EULQJ�DERXW�WKH�HOLPLQDWLRQ�RI�
,VUDHO¶V�ZHDSRQV�RI�PDVV� GHVWUXFWLRQ��ZLWK� WKH� LQGLUHFW� XVH�RI� LWV� FKHPLFDO�
ZHDSRQV� DV� D� OHYHU�� 7KLV� LV� DOVR� PDQLIHVWHG� LQ� 6\ULD¶V� RSSRVLWLRQ� WR� WKH�
$PHULFDQ�GHPDQG�WKDW�� LQ� WKH�IUDPHZRUN�RI�SURJUHVV� LQ�SHDFH�QHJRWLDWLRQV�



’DQ\�6KRKDP�

�

���

ZLWK�,VUDHO��6\ULD�FRPPLW�LWVHOI�WR�GHVWUR\�LWV�RZQ�XQFRQYHQWLRQDO�ZHDSRQV��
7KLV�6\ULDQ�VWDQFH�JDWKHUHG�VWUHQJWK�DORQJ�ZLWK�(J\SW¶V�VWDQFH��QR�GRXEW�LQ�
FRRUGLQDWLRQ�ZLWK�LW��DQG�LW�PD\�KDYH�WDNHQ�RQ�D�ILQDO��LUUHYHUVLEOH�FKDUDFWHU��
7RGD\�DV�ZHOO�WKHUH�LV�FRRUGLQDWLRQ�RI�VWDQFHV�EHWZHHQ�6\ULD�DQG�(J\SW��ZLWK�
UHVSHFW� WR� OHDGHUVKLS� RI� DQ� $UDE� FDPS� WKDW� RSSRVHV� MRLQLQJ� WKH� &KHPLFDO�
:HDSRQV�&RQYHQWLRQ�DQG�WKH�%LRORJLFDO�:HDSRQV�&RQYHQWLRQ��

7KH�*XOI�:DU�RI�����������EURXJKW�6\ULD�IRU�WKH�ILUVW�WLPH�WR�IRUPXODWH�D�
FRPSUHKHQVLYH�SXEOLF�VWDQFH�RQ�VWUDWHJLF�ZHDSRQV�LQ�WKHLU�WRWDOLW\��LQFOXGLQJ�
EDOOLVWLF� PLVVLOHV��� 6\ULD� VWUHVVHG� WKDW� WKH� GHVWUXFWLRQ� RI� ,UDT¶V� VWUDWHJLF�
ZHDSRQV� XQGHU� WKH� XPEUHOOD� RI� WKH� 8QLWHG� 1DWLRQV� PXVW� EH� OLQNHG� WR� WKH�
GHVWUXFWLRQ�RI�WKH�VWUDWHJLF�ZHDSRQV�RI�DOO�0LGGOH�(DVWHUQ�VWDWHV��7KLV�VWDQFH�
LQGLFDWHV�� DW� OHDVW� WKHRUHWLFDOO\��6\ULD¶V� UHDGLQHVV� WR� UHOLQTXLVK� LWV� FKHPLFDO�
DQG�ELRORJLFDO�ZHDSRQV�DQG�PLVVLOHV�LQ�H[FKDQJH�IRU�WKH�HOLPLQDWLRQ�RI�DOO�RI�
,UDT¶V�� DQG� RI� FRXUVH� ,VUDHO¶V�� VWUDWHJLF� ZHDSRQV�� :KHQ� DVNHG� DERXW� WKH�
6FXG�&� PLVVLOHV� DQG� 6\ULD¶V� XQFRQYHQWLRQDO� FDSDFLW\�� $VVDG� KLPVHOI�
GHFODUHG��LQ�DQ�LQWHUYLHZ�ZLWK�1HZVZHHN��WKDW�WKHLU�SXUSRVH�ZDV�GHIHQVLYH��

$W� DQ\� UDWH�� WKLV� FDSDFLW\� LV� GHVFULEHG� DV� D� FOHDU� PDWHULDOL]DWLRQ� RI�
3UHVLGHQW�$VVDG¶V�SHUVRQDO�VWUDWHJLF�YLVLRQ��DV�6\ULD¶V�RSWLPDO�HPERGLPHQW�
IURP�WKH�VWDQGSRLQW�RI�PLOLWDU\�DQG�WHFKQRORJLFDO�SRZHU��DQG�DV�D�FRPSRQHQW�
RI� SRZHU� WKDW� JLYHV� WKH� 6\ULDQ� DUP\� D� VHQVH� RI� VHOI�FRQILGHQFH� DQG� DQ�
DSSURSULDWHO\�PRGHUQ�LPDJH���

,Q� ������ $VVDG� VWUHVVHG� WKDW� D� 6\ULDQ� VROXWLRQ� H[LVWV� IRU� UHJDLQLQJ� WKH�
*RODQ� +HLJKWV�� DW� ZKDWHYHU� FRVW� HQWDLOHG� DQG� GHVSLWH� ,VUDHO¶V� QXFOHDU�
VXSUHPDF\��,Q�WKLV�$VVDG�DOOXGHG��WR�VRPH�H[WHQW��WR�VFHQDULRV�RI�6\ULDQ�XVH�
RI� LWV� FKHPLFDO�ELRORJLFDO�ZHDSRQV��7KLV�ZDV� DOVR� DOOXGHG� WR� LQ� WKH�6\ULDQ�
LQIRUPDWLRQ�PLQLVWHU¶V�GHFODUDWLRQ�LQ������WKDW�6\ULD�SRVVHVVHG�‡FDUGV·�WKDW�
LW�KDG�QRW�\HW�SOD\HG��EXW�ZRXOG�SOD\�DFFRUGLQJ�WR�QHHG�LQ�FDVH�RI�D�PLOLWDU\�
FRQIURQWDWLRQ� ZLWK� ,VUDHO�� DQG� LQ� WKH� PRVW� UHFHQW� ZDUQLQJ� E\� 6\ULD¶V�
DPEDVVDGRU� WR� (J\SW� WKDW� 6\ULD� ZRXOG� WKUHDWHQ� WKH� XVH� RI� LWV� FKHPLFDO�
ZHDSRQV� DJDLQVW� ,VUDHO� LQ� UHVSRQVH� WR� DQ� ,VUDHOL� WKUHDW� WR� XVH� LWV� QXFOHDU�
ZHDSRQV��

‡7KH�RWKHU� W\SHV�RI�ZHDSRQV·�–� DV�$VVDG�KDELWXDOO\� UHIHUUHG� WR�6\ULD¶V�
FKHPLFDO�ELRORJLFDO� ZHDSRQV�� LQ� GLVWLQJXLVKLQJ� EHWZHHQ� WKHP� DQG� WKH�
QXFOHDU�ZHDSRQV�WKDW�DUH�DWWULEXWHG�WR�,VUDHO�–�‡6\ULD�DQG�WKH�$UDEV�DUH�UHDG\�
WR�JHW�ULG�RI�WKHP��EXW�RQO\�DIWHU�,VUDHO¶V�QXFOHDU�GLVDUPDPHQW�·�DV�KH�SXW�LW��
5HFHQWO\��$VVDG�GHFODUHG�WKDW�6\ULD�FDQ�FDXVH�,VUDHO�JUHDW�GDPDJH�ZLWK�WKH�
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‡VSHFLDO� ZHDSRQV·� LW� SRVVHVVHV�� DQG� WKDW� WKH� 6\ULDQ� DUP\� KDV� DUULYHG� DW�
VWUDWHJLF�SDULW\�ZLWK�WKH�,VUDHO�’HIHQVH�)RUFHV��

)XUWKHUPRUH��WKH�H[SRVXUH�RI�WKH�6\ULDQ�RSHUDWLRQDO�GHSOR\PHQW�RI�6FXG�
&� PLVVLOHV� E\� VDWHOOLWH� SKRWRJUDSKV� VKRZV� WKDW� FKHPLFDO� DUPDPHQWV� DUH�
LQWHJUDWHG� LQWR� LW�� LQ� D�ZD\� WKDW�SURYLGHV� DQ�RSWLRQ� IRU� D� VXUSULVH� FKHPLFDO�
VWULNH�� DQG� WKDW� WKH�PLVVLOHV� DUH� DLPHG� DW� WKH� ’LPRQD� QXFOHDU� UHDFWRU�� WKH�
DLUSRUWV�� DQG� WKH� ODUJH� FLWLHV� LQ� ,VUDHO� –� ZLWKRXW� ,VUDHO� EHLQJ� FDSDEOH� RI�
FDUU\LQJ� RXW� D� SUHHPSWLYH� VWULNH���0HDQZKLOH�� WKH� H[SRVXUH� RI� WKH� QXFOHDU�
RSHUDWLRQDO�V\VWHP�WKDW�LV�DWWULEXWHG�WR�,VUDHO�E\�WKH�PDJD]LQH�-DQH¶V��XVLQJ�
VDWHOOLWH�SKRWRJUDSKV��VHHPLQJO\�HQDEOHV�6\ULD�WR�FDUU\�RXW�D�FKHPLFDO�VWULNH�
DJDLQVW�WKLV�V\VWHP��7KLV�LV�D�VWUDWHJLF�RSWLRQ�RI�WKH�ILUVW�RUGHU�WKDW�LV�SRVVLEO\�
LQ� 6\ULD¶V� SRVVHVVLRQ� RU� TXHVW� IRU� LW�� $OVR� QRWDEOH� LQ� WKLV� FRQWH[W� LV� WKH�
WUDQVLWLRQ� IURP� DERYHJURXQG� LQVWDOODWLRQV� IRU� SURGXFWLRQ� DQG� VWRUDJH� RI�
FKHPLFDO�DQG�ELRORJLFDO�ZHDSRQV�WR�XQGHUJURXQG�LQVWDOODWLRQV��ZKLFK�PDNHV�
LQWHOOLJHQFH�PRQLWRULQJ��DV�ZHOO�DV�WKH�SRVVLELOLW\�RI�VWULNLQJ�WKHP��GLIILFXOW��

2QH�RI�WKH�PDLQ�UHSHUFXVVLRQV�RI�WKLV�VWDWH�RI�DIIDLUV�LV�6\ULD¶V�LQFOLQDWLRQ�
WR� DFKLHYH� DQ� LQLWLDO� WRWDO� QHXWUDOL]DWLRQ�� LQ� WHUPV� RI� VHHPLQJ� ILUVW� VWULNH�
FDSDELOLWLHV�–�DW�OHDVW�WKHRUHWLFDOO\�–�RI�,VUDHO¶V�QXFOHDU�WKUHDW��ZKLFK�ZRXOG�
OLNHO\� IRLO� 6\ULDQ�PLOLWDU\� DWWDLQPHQWV� RQ� WKH� *RODQ� +HLJKWV�� LI� DQG� ZKHQ�
6\ULD�GHHPV�LW�DSSURSULDWH�WR�ODXQFK�DQ�DWWDFN�WKHUH��SDUWLFXODUO\�LI�LW�ZRXOG�
LQFOXGH� 6\ULDQ� XVH� RI� FKHPLFDO� DQG� ELRORJLFDO� ZHDSRQV�� 6\ULDQ� FKHPLFDO�
ZHDSRQV� DUH� DSSDUHQWO\� PDLQWDLQHG� RU� H[HUFLVHG� DGMDFHQW� WR� WKH� *RODQ�
+HLJKWV���%H\RQG�WKH�6\ULDQ�EDOOLVWLF�FDSDFLW\��DQG�GHVSLWH�WKH�VXSUHPDF\�RI�
WKH�,VUDHOL�$LU�)RUFH��LW� LV�DOVR�FOHDU�WKDW�WKH�6\ULDQ�$LU�)RUFH�LV�VHW�XS�DQG�
GHVLJQDWHG�IRU�WKH�XVH�RI�FKHPLFDO�ZHDSRQV�E\�PHDQV�RI�DHULDO�ERPEV��,W�LV�
ZRUWK� HPSKDVL]LQJ� WKDW� WKH� 6\ULDQ� WKUHVKROG� IRU� XVH� RI� FKHPLFDO� DQG�
ELRORJLFDO�ZHDSRQV�ZLOO�EH�VXEVWDQWLDOO\�ORZHU�RQFH�6\ULD�LV�SURWHFWHG�E\�DQ�
,UDQLDQ�QXFOHDU�XPEUHOOD��VLQFH�LW�ZLOO�QRW�KDYH�WR�IHDU�D�VLWXDWLRQ�RI�DQ�,VUDHOL�
UHWDOLDWRU\� QXFOHDU� VWULNH�� DQG� ZLOO� SUREDEO\� EH� ZLOOLQJ� WR� DEVRUE� DQ�
HTXLYDOHQW�,VUDHOL�UHWDOLDWRU\�VWULNH��FKHPLFDO�ELRORJLFDO���

,Q� WKH�FRQFHSWXDO�FRQWH[W�� DOVR�QRWDEOH�DUH� WKH�EXGJHWDU\�DOORFDWLRQ�DQG�
WKH� FRPSUHKHQVLYH� HIIRUW� WKDW� 6\ULD¶V� EXLOGLQJ� RI� LWV� FKHPLFDO�ELRORJLFDO�
FDSDFLW\� FRQVXPHV�� SDUWLFXODUO\� ZKHQ� WKLV� LV� FRPELQHG� ZLWK� D� EDOOLVWLF�
FDSDFLW\� –� DQ� HQRUPRXV� VKDUH� –� XS� WR� D� VXP� EHWZHHQ� RQH� WR� WZR� ELOOLRQ�
GROODUV�DQQXDOO\��–�FRPSDUHG�ZLWK�WKH�RWKHU�FRPSRQHQWV�RI�SRZHU�DQG�RWKHU�
EXGJHWDU\�DOORFDWLRQV�LQ�WKH�6\ULDQ�DUP\��)URP�WKLV�VWDQGSRLQW��WKH�SLFWXUH�LQ�
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WHUPV� RI� WKH� SRRUQHVV� RI� WKH� 6\ULDQ� DUP\¶V� FRQYHQWLRQDO� RUGQDQFH� LV�
H[WUHPHO\�PLVOHDGLQJ��

,Q�VXPPDU\��WKHUH�LV�QR�GRXEW�WKDW�6\ULD�ZLOO�QRW�GHFUHDVH�LWV�EXLOGXS�LQ�
WKH� DUHD� RI� FKHPLFDO� DQG� ELRORJLFDO� ZHDSRQV�� DW� OHDVW� DV� ORQJ� DV� QR�
DJUHHPHQW�LV�UHDFKHG�LQYROYLQJ�,VUDHO¶V�QXFOHDU�GLVDUPDPHQW���

�
7KH�&DPRXIODJHG�3URJUDP�

3URI�� $EGDOODK� :DWWHN� 6KDKLG�� D� VHQLRU� 6\ULDQ� QXFOHDU� SK\VLFLVW�� ZDV�
DSSRLQWHG�0LQLVWHU�RI�+LJKHU�(GXFDWLRQ� LQ�6\ULD� LQ�������ZKHQ� WKH�6\ULDQ�
DUP\�ZDV�HQFDPSHG�RQ�WKH�*RODQ�+HLJKWV���DQG�DOVR�VHUYHG�DV�D�PHPEHU�RI�
WKH�&RPPLWWHH� IRU�$WRPLF�(QHUJ\� LQ�6\ULD��+H� WKXV�FRQYH\HG�KLV�YLHZ�RQ�
KRZ�WR�IXOO\�H[SORLW�6\ULD¶V�UHVRXUFHV�LQ�WKH�DUHD�RI�WHFKQRORJ\�DQG�VFLHQFH�
IRU�QDWLRQDO�JRDOV�KDYLQJ�VWUDWHJLF�SULRULW\��7KHVH�UHVRXUFHV�ZHUH�YHU\�VFDQW��
DQG�ZLWK� WKH� WDVN� RI� DGYDQFLQJ� WKHP�DQG� DSSO\LQJ� WKHP� LQ� D� FDPRXIODJHG�
PDQQHU� WR� WKH� GHYHORSPHQW� RI� ZHDSRQV�� 3URI�� 6KDKLG� ZDV� DSSRLQWHG�
’LUHFWRU�*HQHUDO�RI�WKH�6FLHQWLILF�5HVHDUFK�&RXQFLO��

7KH�6FLHQWLILF�5HVHDUFK�&RXQFLO��KHUHDIWHU�‡WKH�&HQWHU·��ZDV�HVWDEOLVKHG�
LQ�������RVWHQVLEO\�DV�D�FLYLOLDQ�VFLHQWLILF�ERG\��RQ�WKH�EDVLV�RI�3UHVLGHQWLDO�
’LUHFWLYH�1R������RI�$XJXVW�����������ZKHQ�3UHVLGHQW�$VVDG�VWLOO�VHUYHG�DV�
’HIHQVH�0LQLVWHU��\HW� LQ������DQRWKHU�SUHVLGHQWLDO�GLUHFWLYH�ZDV�SXEOLVKHG�
WKDW�JDYH�RIILFLDO�DXWKRUL]DWLRQ�WR�LQWHUUHODWLRQV�EHWZHHQ�WKH�&HQWHU�DQG�WKH�
6\ULDQ� $UP\�� %\� WKHQ� $VVDG� ZDV� DOUHDG\� SUHVLGHQW�� 7KH� &HQWHU� ZDV�
HVWDEOLVKHG�–�ZLWK�D�OLQN�WR�WKH�3UHVLGHQW¶V�2IILFH�–�DV�D�SULQFLSDO�HQJLQH�IRU�
WKH�GHYHORSPHQW�RU�UHILQHPHQW�RI�ZHDSRQV�IRU�WKH�6\ULDQ�DUP\�ZLWKLQ�6\ULD�
LWVHOI�� HYHQ� LI� WKHUH�ZDV� D� QHHG� IRU� D� JUHDW� GHDO� RI� DVVLVWDQFH� IURP� IRUHLJQ�
DFWRUV��,Q������3URI��6KDKLG�ZDV�DSSRLQWHG�&KDLUPDQ�RI�WKH�&RPPLWWHH�IRU�
6FLHQWLILF�0DQSRZHU�LQ�6\ULD��DSSDUHQWO\�VR�DV�WR�SURYLGH�KLP�D�FRQYHQLHQW�
SRVLWLRQ�IRU�WKH�UHJXODWLRQ�RI�PDQSRZHU�UHVRXUFHV�DQG�PHDQV�LQ�WKH�LQWHUHVW�
RI�WKH�&HQWHU��+H�DOVR�FRQWUROOHG�WKH�6XSUHPH�6\ULDQ�&RPPLWWHH�IRU�6FLHQFH���

:KHQ�LW�EHFDPH�FOHDU� WR�3URI��6KDKLG�DQG�WR�3UHVLGHQW�$VVDG�WKDW�6\ULD�
ZDV�XQDEOH�WR�GHYHORS�QXFOHDU�ZHDSRQV��SUHSDUDWLRQV�EHJDQ�LQ�WKH�ODWWHU�KDOI�
RI� WKH� ����V� IRU� ORFDO� SURGXFWLRQ� RI� FKHPLFDO�ZHDSRQV�� DQG� D�PHFKDQLVP�
ZDV�HVWDEOLVKHG� IRU� WKH�FDPRXIODJHG�DFTXLVLWLRQ�RI� WKH�FRPSRQHQWV�QHHGHG�
IRU�WKH�GHYHORSPHQW�RI�FKHPLFDO�DQG�ELRORJLFDO�ZHDSRQV�XQGHU�WKH�DXVSLFHV�
RI�WKH�&HQWHU��7KXV�6\ULD�EHFDPH�WKH�VHFRQG�$UDE�VWDWH��DIWHU�(J\SW��DQG�LQ�
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SDUDOOHO� ZLWK� ,UDT�� WR� RULHQW� LWVHOI� WR� WKH� GHYHORSPHQW� RI� FKHPLFDO� DQG�
ELRORJLFDO�ZHDSRQV��

2Q� WKH� RQH� KDQG�� LW� ZDV� UHDVRQDEOH� WR� PDLQWDLQ�� IURP� DQ� RIILFLDO�
VWDQGSRLQW�� D� GHSDUWPHQW� IRU� FKHPLVWU\� DQG� ELRORJ\� LQ� WKH� IUDPHZRUN� RI� D�
ERG\�WKDW�ZDV�GHILQHG�DV�D�‡6FLHQWLILF�6WXGLHV�DQG�5HVHDUFK�&HQWHU·��%XW�RQ�
WKH�RWKHU�KDQG�� WKH� UHYHODWLRQ�RI�ZRUN�RQ� WKH�GHYHORSPHQW�RI�FRQYHQWLRQDO�
PHDQV�RI�ZDUIDUH�LQ�WKH�IUDPHZRUN�RI�WKLV�ERG\�ZRXOG�FDVW�JUHDW�GRXEW�DERXW�
WKH�DFWXDO�SXUSRVH�RI�KDYLQJ�D�GHSDUWPHQW�IRU�FKHPLVWU\�DQG�ELRORJ\�XQGHU�
WKH�VDPH�URRI��7KXV�WKH�GHSDUWPHQW¶V�DFWLYLW\�ZDV�RIILFLDOO\�FRQFHDOHG�XQGHU�
WKH� SUHWHQVH� RI� ZRUN� RQ� FKHPLFDO� DQG� EDFWHULRORJLFDO� SROOXWLRQ� RI� ULYHUV��
VHZDJH�WUHDWPHQW��DQG�WKH�EXLOGLQJ�RI�ZDWHU�SXULILFDWLRQ�IDFLOLWLHV��

,Q������� WKH�&HQWHU�EHJDQ� WR�RSHUDWH�DQ�RSHQ�VFLHQWLILF�ERG\�FDOOHG� WKH�
$UDE�6FKRRO�IRU�6FLHQFH�DQG�7HFKQRORJ\�� LQ� WKLV�IUDPHZRUN�LW� UHFHLYHG��DW�
OHDVW� WR� VRPH� H[WHQW�� WKH� EDFNLQJ� DQG� WKH� FRYHU� WKDW� ZHUH� QHHGHG� LQ� WKLV�
FRQWH[W��

7KH� XQLTXHQHVV� RI� WKH� &HQWHU� DQG� WKH� HIIRUW� WR� FRQFHDO� LWV� PLOLWDU\�
LPSRUWDQFH�ZHUH�ZHOO� UHIOHFWHG� LQ� WKH� VXPPHU�RI�������ZKHQ�3URI��6KDKLG�
SDUWLFLSDWHG� LQ� WKH� 8QLWHG� 1DWLRQV� &RQIHUHQFH� RQ� WKH� ’HYHORSPHQW� RI�
6FLHQFH� DQG� 7HFKQRORJ\� WKDW� ZDV� KHOG� LQ� 9LHQQD�� DV� KHDG� RI� WKH� 6\ULDQ�
GHOHJDWLRQ�� ,Q� WKH� ZRUNLQJ� SDSHU� WKDW� KH� VXEPLWWHG� WR� WKH� FRQIHUHQFH�� WKH�
&HQWHU�ZDV�GHVFULEHG�LQ�D�JHQHUDO�DQG�REVFXUH�ZD\�DV��

���GHVLJQHG� DORQJ� WKH� OLQHV� RI� RWKHU� QDWLRQDO� LQVWLWXWLRQV�� DQG� GHYRWHG� WR�
UHVHDUFK� WKDW� LV� VSHFLILFDOO\� DLPHG� DW� VHUYLQJ� YDULRXV� DVSHFWV� RI�
GHYHORSPHQW��7KH�&HQWHU�LV�DXWRQRPRXV��DQG�PRVW�RI�LWV�UHVHDUFKHUV�ZRUN�
IXOO�WLPH��6RPH�>DOVR@�VHUYH�LQ�IDFXOWLHV�RI�VWDWH�XQLYHUVLWLHV��

$OWKRXJK� WKLV� RSDTXH� FKDUDFWHUL]DWLRQ� GLG� QRW� UHYHDO� WKH� &HQWHU¶V� UHDO�
QDWXUH�DQG�LWV�OLQN�ZLWK�WKH�DUP\��WKH�‡VFLHQWLILF·�LQVWLWXWLRQ�GLG�QRW�UHFHLYH�
WKH� LQWHUQDWLRQDO� IXQGLQJ� WKDW� WKH� 6\ULDQV� DQWLFLSDWHG�� 7KH� 6\ULDQV¶�
UHVHQWPHQW�DW�WKLV�ZDV�H[SUHVVHG�ZKHQ�WKH�/HEDQHVH�MRXUQDOLVW�=DLGDQ�6DUGDU�
LQWHUYLHZHG�3URI��6KDKLG�IRU�WKH�SUHVWLJLRXV�VFLHQWLILF�MRXUQDO��1DWXUH��3URI��
6KDKLG� FRPSODLQHG� DERXW�ZKDW� KH� UHIHUUHG� WR� DV� WKH� SUHYDLOLQJ� ELDVHV� DQG�
LQMXVWLFH� LQ� WKH� ZRUOG� VFLHQWLILF� DQG� WHFKQRORJLFDO� RUGHU�� +H� FULWLFL]HG� WKH�
EXGJHWDU\�DOORFDWLRQ�RQ�WKH�JURXQG�WKDW�WKH�OLRQ¶V�VKDUH�ZDV�UHFHLYHG�E\�WKH�
PRUH�DGYDQFHG� VWDWHV� DPRQJ� WKH�GHYHORSLQJ�FRXQWULHV�� VXFK�DV�<XJRVODYLD�
DQG�%UD]LO��ZKHUHDV�LW�ZDV�SUHFLVHO\�WKH�OHVV�DGYDQFHG�VWDWHV��VXFK�DV�6\ULD��




