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$%675$&7�7KLV� WKHVLV� WULHV� WR� H[DPLQH� WKH� WUDQVIRUPDWLRQ� RI� WKH� UHODWLRQVKLS� EHWZHHQ�7XUNH\� DQG�,VUDHO�VLQFH�WKH�HQG�RI�WKH�&ROG�:DU��5HJLRQDO�DQG�GRPHVWLF�GHYHORSPHQWV�LQ�WKH�����V�PRWLYDWHG�7XUNH\� DQG� ,VUDHO¶V� DWWLWXGHV� WR� GHHSHQ� WKHLU� UHODWLRQVKLS� WKDW�ZDV� VHHQ� DV� D�VWUDWHJLF�DVVHW�E\�WKH�8QLWHG�6WDWHV�IRU�LWV�VWUDWHJLF�LQWHUHVWV�����7KH� WKHVLV� FRQVLVWV� RI� DQ� LQWURGXFWLRQ�� ILYH� FKDSWHUV� DQG� D� FRQFOXVLRQ�� &KDSWHU� 2QH�DQDO\]HV�WKH�VWUDWHJLF�HQYLURQPHQW�RI�WKH�����V�WKDW�QHFHVVLWDWHG�WKH�PRGLILFDWLRQ�RI�WKH�7XUNLVK� IRUHLJQ�SROLF\��ZKLFK� UHVXOWHG�ZLWK� WKH�HVWDEOLVKPHQW�RI� FORVHU� WLHV�ZLWK� ,VUDHO��&KDSWHU� 7ZR� DQDO\]HV� WKH� GHWHUPLQDQWV� RI� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW� IURP� HDFK�FRXQWU\¶V�SHUVSHFWLYH��&KDSWHU�7KUHH�DQDO\]HV�WKH�VFRSH�RI�FR�RSHUDWLRQ�EHWZHHQ�7XUNH\�DQG� ,VUDHO� LQ� WKH� VSKHUHV� RI� GLSORPDWLF�� HFRQRPLF�� PLOLWDU\� DQG� LQWHOOLJHQFH�� 7KH� ORZ�OHYHO�GLSORPDWLF�UHODWLRQV�ZHUH�XSJUDGHG�WR�DPEDVVDGRULDO�OHYHO��HFRQRPLF�UHODWLRQV�KDV�LQFUHDVHG� HQRUPRXVO\²VHH� 7DEOH� �²PLOLWDU\� FR�RSHUDWLRQ� KDV� EHFRPH� FORVH� DQG�LQVWLWXWLRQDOL]HG�� DQG� LQWHOOLJHQFH� VKDULQJ� ZDV� H[SDQGHG�� &KDSWHU� )RXU� DQDO\]HV� WKH�8QLWHG� 6WDWHV¶� SHUFHSWLRQ� RI� WKLV� DOLJQPHQW�� DQG� LWV� EHQHILWV� IRU� WKH� 8QLWHG� 6WDWHV¶�VWUDWHJLF� LQWHUHVWV� LQ� WKH�0LGGOH�(DVW� DQG� WKH�&DXFDVXV� DQG�&HQWUDO�$VLD��&KDSWHU� )LYH�DQDO\]HV� WKH� UHFHQW� VWUDLQV� RQ� WKH� 7XUNLVK�,VUDHOL� UHODWLRQVKLS� WKDW� KDV� UDLVHG� TXHVWLRQV�DERXW�WKH�VWDELOLW\�RI�WKH�DOLJQPHQW�LQ�WKH���VW�FHQWXU\���,Q� FRQFOXVLRQ�� WKLV� WKHVLV� VKRZV� WKDW� WKH�7XUNLVK�,VUDHOL� UHODWLRQVKLS�� FRQWUDU\� WR� UHFHQW�VWUDLQV�WKDW�FUHDWHG�GLSORPDWLF�WHQVLRQV��KDV�FRQWLQXHG�WR�HYROYH�DQG�ZLOO�GR�VR�DV�ORQJ�DV�ELODWHUDO�UHODWLRQV�SURYLGH�VWUDWHJLF�EHQHILWV�WR�ERWK�FRXQWULHV��BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB�
g=(7�%X�WH]�6R÷XN�6DYDú¶ÕQ�ELWLPLQGHQ� LWLEDUHQ�7�UNL\H� øVUDLO�DUDVÕQGDNL� LOLúNLQLQ�GH÷LúLPLQL�LQFHOHPHNWHGLU������¶ODUGDNL�E|OJHVHO�YH�\XUWLoL�JHOLúPHOHU�7�UNL\H�YH�øVUDLO¶LQ�LOLúNLOHULQL�GDKD� GHULQOHúWLUPHVLQH� VHEHS� ROGX� NL� EX� GXUXP� GD� $PHULND¶QÕQ� VWUDWHMLN� oÕNDUODUÕ� LOH�GR÷UX�RUDQWÕGD�JLGL\RUGX���%X� WH]� JLULú�� EHú� WDQH� E|O�P� YH� VRQXoWDQ� ROXúPDNWDGÕU�� %LULQFL� E|O�P�7�UNL\H¶QLQ� GÕú�SROLWLNDVÕQÕ�GH÷LúWLUPHVLQL�JHUHNWLUHQ�����¶ODUGDNL�VWUDWHMLN�RUWDPÕ�DQDOL]�HWPHNWHGLU��%X�GXUXP� øVUDLO� LOH� ED÷ODUÕQ� GDKD� GD� J�oOHQPHVLQH� VHEHS� ROPXúWXU�� øNLQFL� E|O�P�7�UNL\H�øVUDLO� Lú� ELUOL÷LQGHNL� EHOLUOH\LFL� IDNW|UOHUL� LNL� �ONHQLQ� EDNÕú� DoÕVÕQGDQ� DQDOL]� HWPHNWHGLU��ho�QF�� E|O�P� 7�UNL\H�øVUDLO� Lú� ELUOL÷LQL� GLSORPDWLN�� HNRQRPLN�� DVNHUL� YH� LVWLKEDUDW�NDSVDPÕQGD� LQFHOHPHNWHGLU�� '�ú�N� G�]H\GHNL� GLSORPDWLN� LOLúNLOHU� HOoLOLN� VHYL\HVLQH�\�NVHOWLOPLúWLU�� HNRQRPLN� LOLúNLOHU� JLGHUHN� E�\�PHNWHGLU²EN]�� 7DEOR� �²DVNHUL� Lú�ELUOL÷LQGH� JLGHUHN� \DNÕQODúÕOPÕú� YH� NXUXPVDOODúÕOPÕúWÕU� YH� LVWLKEDUDW� SD\ODúÕPÕ�JHQLúOHPLúWLU�� '|UG�QF�� E|O�P�$PHULNDQ¶QÕQ� EX� LOLúNL\H� EDNÕú� DoÕVÕQÕ� YH� $PHULND¶QÕQ�2UWD� 'R÷X�� .DINDVODU� YH� 2UWD� $V\D¶GDNL� VWUDWHMLN� oÕNDUODUÕQD� VD÷ODGÕ÷Õ� ID\GD\Õ�LQFHOHPHNWHGLU�� %HúLQFL� E|O�P� ���� \\�GD� 7�UNL\H�øVUDLO� LOLúNLOHULQLQ� LVWLNUDUOÕOÕ÷ÕQÕ�VRUJXOD\DQ�HQ�VRQ�JHULOLPOHUL�DQDOL]�HWPHNWHGLU���6RQXo� RODUDN�� EX� WH]� HQ� VRQ� JHULOLPOHUGHQ� ROXúDQ� GLSORPDWLN� JHUJLQOLNOHUH� UD÷PHQ��7�UNL\H�øVUDLO� LOLúNLOHULQLQ�JHOLúPH\H�GHYDP�HWWL÷LQL�YH�LNL��ONH�LoLQ�GH�VWUDWHMLN�ID\GDODU�VD÷ODPD\D�GHYDP�HWWL÷L�V�UHFH�JHOLúPH\H�GHYDP�HGHFH÷LQL�J|VWHUPHNWHGLU��
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� ,QWURGXFWLRQ����������������������������������������������������������������������������������������������������
�
� &KDSWHU�,�7KH�3RVW�&ROG�:DU�(UD�DQG�7XUNLVK�)RUHLJQ�3ROLF\����������������

¾ &KDQJH�RI�3ROLWLFDO�*HRJUDSK\�LQ�WKH�����¶V�
¾ 7XUNH\¶V�0XOWLUHJLRQDO�3RVLWLRQ�DQG�0RGLILFDWLRQ�RI�WKH�7XUNLVK�)RUHLJQ�

3ROLF\��
¾ $FWLYH�(QJDJHPHQW�LQ�WKH�0LGGOH�(DVW�DIWHU�WKH�*XOI�&ULVLV�
¾ *URZLQJ�7KUHDWV�LQ�WKH�0LGGOH�(DVW�DQG�(VWDEOLVKPHQW�RI�&ORVHU�7LHV�ZLWK�

,VUDHO��

� &KDSWHU�,,��7KH�'HWHUPLQDQWV�RI�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�����������
¾ 7XUNH\¶V�0RWLYHV�
¾ ,VUDHO¶V�0RWLYHV�
¾ 6WUDWHJLF�&RQFHUQV�

� &KDSWHU�,,,��([SDQGLQJ�7LHV�%HWZHHQ�7XUNH\�DQG�,VUDHO���������������������������
¾ 6FRSH�RI�WKH�&RRSHUDWLRQ�

x 'LSORPDWLF�3ROLWLFDO�
x (FRQRPLF�
x 0LOLWDU\�6HFXULW\�
x ,QWHOOLJHQFH�6HFUHW�6HUYLFHV�

� &KDSWHU�,9��86�3HUFHSWLRQ�RI�7XUNLVK�,VUDHOL�5HODWLRQVKLS����������������������
¾ 6HFXULW\�(QYLURQPHQWV�LQ�WKH�0LGGOH�(DVW�DQG�&HQWUDO�$VLD�
¾ 7XUNLVK�$PHULFDQ�5HODWLRQV�
¾ ,VUDHOL�$PHULFDQ�5HODWLRQV�
¾ 6WUDWHJLF�%HQHILWV�RI�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�DQG�8�6��,QWHUHVWV�
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� &KDSWHU�9��)XWXUH�RI�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS������������������������������
¾ ([WHUQDO�DQG�,QWHUQDO�(IIHFWV�&KDOOHQJLQJ�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�

LQ�WKH�����V�
x (O�$NVD�,QWLIDGD�
x 7KH�(OHFWLRQ�RI�$.3�
x 7KH�8�6��:DU�LQ�,UDT��DQG�WKH�6LWXDWLRQ�RI�1RUWKHUQ�,UDT�DQG�.XUGV�
x +DPDV�9LVLW�WR�$QNDUD�

¾ 5HODWLRQV�%HWZHHQ�7XUNH\�DQG�,VUDHO�&RQWLQXH�WR�(YROYH�
¾ 3RVW�,UDT�:DU�0LGGOH�(DVW�DQG�7XUNH\¶V�5HJLRQDO�5ROH�

� &RQFOXVLRQ��������������������������������������������������������������������������������������������������������
� %LEOLRJUDSK\�����������������������������������������������������������������������������������������������������
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,QWURGXFWLRQ�
� 7KH� ����V� ZLWQHVVHG� RQH� RI� WKH� PRVW� VLJQLILFDQW� GHYHORSPHQWV� WKDW� KDG� JUHDW�
UHSHUFXVVLRQV� LQ� WKH� 0LGGOH� (DVWHUQ� SROLWLFV�� ,Q� WKH� \HDU� RI� ������ 7XUNH\� GHFLGHG� WR�
XSJUDGH� LWV� UHODWLRQV� ZLWK� ,VUDHO�� ZKLFK� V\PEROL]HG� WKH� LQLWLDO� VWHS� IRU� WKH� GHHSHQHG�
VWUDWHJLF� DOLJQPHQW� RI� WKH� GHFDGH�� 7KH� LQWHUQDWLRQDO� DQG� UHJLRQDO� GHYHORSPHQWV� IUHHG�
7XUNH\� IURP� WKH�&ROG�:DU� UHDOLWLHV� DV�$PLNDP�1DFKPDQL� VWDWHV�� ³� WZR� FKDUDFWHULVWLFV�
IRUPHUO\�IHDWXULQJ�SURPLQHQWO\�LQ�,VUDHOL�7XUNLVK�UHODWLRQV�KDYH�YDQLVKHG�IURP�WKH�VFHQH�
RI� ODWH�� WKH�FRPSODLQW�RI� ,VUDHO¶V� ILUVW�SULPH�PLQLVWHU��'DYLG�%HQ�*XULRQ��RI�D�³PLVWUHVV�
V\QGURPH´� �PHDQLQJ� WKDW� 7XUNH\� UHIXVHG� WR� DFNQRZOHGJH� LWV� WLHV� ZLWK� ,VUDHO�� DQG� WKH�
]HUR�VXP�JDPH�SROLF\�WKDW�REOLJHG�7XUNH\�WR�UHIUDLQ�IURP�IRVWHULQJ�UHODWLRQV�ZLWK�,VUDHO��
IRU� IHDU�RI�KDUPLQJ� LWV� WLHV�ZLWK� WKH�$UDE�DQG�&RPPXQLVW�ZRUOGV�´� ,Q� WKLV�PDQQHU� WKH�
PLOLWDU\�DQG�LQWHOOLJHQFH�RULHQWHG�VHFUHW�3HULSKHUDO�$OOLDQFH�RI�WKH�����V�WUDQVIRUPHG�LQWR�
DQ�RSHQ�DQG�EURDGHU�SDUWQHUVKLS�ZLWK�JURZLQJ�SROLWLFDO��HFRQRPLF�DQG�FXOWXUDO�OLQNV�WKDW�
KDG�LPSRUWDQW�UHJLRQDO�LPSOLFDWLRQV�QRW�MXVW�IRU�7XUNH\�DQG�,VUDHO�EXW�WR�WKH�8QLWHG�6WDWHV�
VLQFH�LW�DWWDFKHG�JUHDW� LPSRUWDQFH�WR�WKLV�SDUWQHUVKLS�LQ�WHUPV�RI�LWV�VWUDWHJLF�LQWHUHVWV�LQ�
WKH� JUHDWHU� 0LGGOH� (DVW�� )XUWKHUPRUH�� WKH� 7XUNLVK�,VUDHOL� UHODWLRQVKLS�� FRQWUDU\� WR� WKH�
H[WHUQDO� DQG� LQWHUQDO� IDFWRUV� WKDW� KDV� DIIHFWHG� WKH� UHODWLRQVKLS�� KDV� FRQWLQXHG� WR� HYROYH�
DQG�ZLOO�GR�VR�DV� ORQJ�DV�ELODWHUDO� UHODWLRQV�SURYLGH�DGYDQWDJHV� WR�ERWK�FRXQWULHV� LQ� WKH�
��VW�FHQWXU\��,Q�WKLV�VHQVH��WKLV�SDSHU�DQDO\]HV�KRZ�WKH�VWUDWHJLF�HQYLURQPHQW�RI�WKH�����V�
PRWLYDWHG� 7XUNH\� DQG� ,VUDHO¶V� DWWLWXGHV� WR� GHHSHQ� WKHLU� SDUWQHUVKLS� LQ� WKH�PLOLWDU\� DQG�
QRQ�PLOLWDU\� VSKHUHV� WKDW� ZDV� VHHQ� DV� D� VWUDWHJLF� DVVHW� E\� WKH� 8QLWHG� 6WDWHV� IRU� LWV�
LQWHUHVWV��DQG�KRZ�WKH�GLYHUVLILFDWLRQ�RI� UHODWLRQV�KDV�SUHVHUYHG� WKH�VWUDWHJLF�EHQHILWV�RI�
� $PLNDP�1DFKPDQL�TXRWHV�IURP�$PLNDP�1DFKPDQL��,VUDHO��7XUNH\�DQG�*UHHFH��8QHDV\�5HODWLRQV�LQ�WKH�(DVW�0HGLWHUUDQHDQ��/RQGRQ��)UDQN�&DVV���������S����LQ�$PLNDP�1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�0LGGOH�(DVW�4XDUWHUO\����QR����-XQH�����������
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WKH�UHODWLRQVKLS�LQ�WKH���VW�FHQWXU\���
� &KDSWHU�2QH�DQDO\]HV�WKH�VWUDWHJLF�HQYLURQPHQW�RI�WKH�����V�WKDW�QHFHVVLWDWHG�WKH�
PRGLILFDWLRQ�RI� WKH�7XUNLVK�IRUHLJQ�SROLF\�WR�PHHW� WKH�FKDOOHQJHV�RI� WKH�SRVW�&ROG�:DU�
HUD�� :LWKLQ� WKLV� FRQWH[W�� WKH� ZRUNV� RI� 3KLOLS� 5RELQV¶� 6XLWV� DQG� 8QLIRUPV�� 7XUNLVK�
)RUHLJQ�3ROLF\�VLQFH�WKH�&ROG�:DU� :LOOLDP�+DOH¶V�7XUNLVK�)RUHLJQ�3ROLF\������������
$PLNDP� 1DFKPDQL¶V� 7XUNH\��)DFLQJ� D� 1HZ� 0LOOHQQLXP�� &RSLQJ� ZLWK� ,QWHUWZLQHG�
&RQIOLFWV� DQG� 6DEUL� 6D\DUL¶V� ³7XUNLVK� )RUHLJQ� 3ROLF\� LQ� WKH� 3RVW�&ROG� :DU� (UD�� 7KH�
&KDOOHQJHV� RI� 0XOWL�5HJLRQDOLVP´� SXEOLVKHG� LQ� -RXUQDO� RI� ,QWHUQDWLRQDO� $IIDLUV� DUH�
DPRQJ� WKH� PRVW� SULQFLSDO� RQHV�� 7KH� HQG� RI� WKH� &ROG� :DU� FKDQJHG� WKH� VWUDWHJLF�
HQYLURQPHQW�RI�7XUNH\��)RU� WKLV� UHDVRQ��EHFDXVH�RI� LQWHUQDO� DQG�H[WHUQDO�GHYHORSPHQWV�
7XUNH\�PRGLILHG� LWV� IRUHLJQ�SROLF\�SULQFLSOHV� DQG�EHFDPH�D�PRUH� DFWLYH� FRXQWU\� LQ� WKH�
0LGGOH� (DVW�� WKH� %DONDQV� DQG� WKH� &DXFDVXV� DQG� &HQWUDO� $VLD�� $V� 5RELQV� HPSKDVL]HV�
7XUNH\� KDV� JRQH� IURP� EHLQJ� D� SHULSKHUDO� SOD\HU� LQ� JOREDO� ELSRODU� FRQIOLFW� WR� EHLQJ� D�
FHQWUDO�DFWRU�LQ�D�UDIW�RI�DFWXDO�RU�SRWHQWLDO�UHJLRQDO�FRQIOLFWV�� )URP�DOO�WKHVH�UHJLRQV�WKH�
0LGGOH� (DVW� ZLWQHVVHG� RQH� RI� WKH� PRVW� VLJQLILFDQW� FKDQJHV� LQ� 7XUNLVK� IRUHLJQ� SROLF\�
EHKDYLRU��ZKLFK�ZDV�WKH�HVWDEOLVKPHQW�RI�FORVHU�WLHV�ZLWK�,VUDHO��
� &KDSWHU�7ZR�DQDO\]HV�WKH�GHWHUPLQDQWV�RI�WKH�7XUNLVK�,VUDHOL�VWUDWHJLF�DOLJQPHQW��
:LWKLQ� WKLV� FRQWH[W�� WKH� ZRUNV� RI� :LOOLDP� +DOH¶V�7XUNLVK� )RUHLJQ� 3ROLF\�� ����������
2IUD� %HQJLR¶V� 7KH� 7XUNLVK�,VUDHOL� 5HODWLRQVKLS�� &KDQJLQJ� 7LHV� RI� 0LGGOH� (DVWHUQ�
2XWVLGHUV� *HQFHU�g]FDQ�7�UNL\H�,VUDLO�øOLúNLOHULQGH�'|Q�ú�P��*�YHQOL÷LQ�gWHVL� (IUDLP�
,QEDU� ³,VUDHO¶V� 6WUDWHJLF� (QYLURQPHQW� LQ� WKH� ����V´� LQ� WKH� -RXUQDO� RI� 6WUDWHJLF� 6WXGLHV�
DQG�7KH�6WUDWHJLF�*OXH�LQ�WKH�,VUDHOL�7XUNLVK�$OLJQPHQW�LQ�7XUNH\�LQ�:RUOG�3ROLWLFV��$Q�

� 3KLOLS�5RELQV��6XLWV�DQG�8QLIRUPV��7XUNLVK�)RUHLJQ�3ROLF\�VLQFH�WKH�&ROG�:DU��/RQGRQ��+XUVW�	�&RPSDQ\�������������
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(PHUJLQJ�0XOWLUHJLRQDO� 3RZHU� HG�� E\� %DUU\� 5XELQ� DQG� .HPDO� .LULúFL� DUH� WKH� FUXFLDO�
RQHV�WR�XQGHUVWDQG�WKH�UHDVRQ¶V�EHKLQG�7XUNH\¶V�DQG�,VUDHO¶V�DWWLWXGHV�WR�WUDQVIRUP�WKHLU�
SDUWQHUVKLS�LQWR�DQ�RSHQ�RQH�WKDW�UHDFKHG�EH\RQG�PLOLWDU\�DQG�LQWHOOLJHQFH�FR�RSHUDWLRQ�����
� 7KH� *XOI� &ULVLV� IROORZHG� E\� WKH� 2VOR� SHDFH� SURFHVV� LQFUHDVHG� WKH� VWUDWHJLF�
LPSRUWDQFH�RI�7XUNH\�DQG�,VUDHO��DQG�VWUHQJWKHQHG�WKHLU�SRVLWLRQ�YLV�j�YLV�WKH�$UDE�VWDWHV�
WKDW� ORVW� WKH� EDFNLQJ� RI� D� VXSHUSRZHU�� EHLQJ� IUDJPHQWHG� ZLWK� WKH� *XOI� &ULVLV�� DQG� QR�
ORQJHU� KHOG� SROLWLFDO� DQG� HFRQRPLF� ZHDSRQV� WR� SUHVVXUH� 7XUNH\� LQ� LWV� UHODWLRQV� ZLWK�
,VUDHO��$GGLWLRQDOO\�� WKH�QHZ�RSSRUWXQLWLHV� LQ�&HQWUDO�$VLD��HQHUJ\� UHVRXUFHV��ZHDNHQHG�
WKH�YDOXH�RI�RLO�SURGXFLQJ�$UDE�FRXQWULHV�WKDW�DWWUDFWHG�ERWK�7XUNH\�DQG�,VUDHO��+RZHYHU��
WKH�0LGGOH�(DVW�ZLWK� WKH�RXWEUHDN�RI� WKH�*XOI�FULVLV�� LQ�FRQWUDVW� WR�RWKHU�ZRUOG� UHJLRQV�
ZKHUH� WKH� 8665¶V� GHPLVH� GUDVWLFDOO\� LPSURYHG� WKH� LQWHUQDWLRQDO� VLWXDWLRQ�� UHPDLQHG� D�
³]RQH�RI�WXUPRLO´�FKDUDFWHUL]HG�E\�FRQWLQXRXV�VHFXULW\�FKDOOHQJHV�� ,W�LV�LPSRUWDQW�WR�QRWH�
WKDW� DOO� WKHVH� FKDQJHV� RFFXUUHG� GXULQJ� D� WLPH� ZKHQ� WKH� 7XUNLVK� PLOLWDU\� LQFUHDVHG� LWV�
LQIOXHQFH� LQ� IRUHLJQ� SROLF\� PDNLQJ� EHFDXVH� RI� WKH� EHOLHYH� WKDW� DW� WKDW� WLPH� 7XUNH\¶V�
LQWHUQDO�DQG�H[WHUQDO�SUREOHPV�EHFDPH� LQWHUWZLQHG�DQG� WRXFKHG�RQ� WKH�PLOLWDU\�VHFXULW\�
VSKHUH� WKDW� DQ�DOLJQPHQW�ZLWK� D� VWURQJ�GHPRFUDWLF��:HVWHUQ�RULHQWHG� UHJLRQDO�SRZHU�DV�
,VUDHO� ZRXOG� LQFUHDVH� 7XUNH\¶V� VHFXULW\� DQG� PHHW� WKH� PRGHUQL]DWLRQ� UHTXLUHPHQWV� RI�
7XUNLVK� DUP\�� :KHQ� LW� FRPHV� WR� ,VUDHO�� WKHUH� KDV� EHHQ� QR� IXQGDPHQWDO� FKDQJH� LQ� LWV�
PRWLYHV��,VUDHO�KDV�DOZD\V�VRXJKW�FORVHU�SDUWQHUVKLS�ZLWK�7XUNH\�IRU�WKH�UHDVRQV�RI��ILUVW�
RI�DOO��DOLJQPHQW�ZLWK�7XUNH\�ZRXOG�SXW�DQ�HQG�WR�,VUDHO¶V�LVRODWLRQ�LQ�DQ�HQYLURQPHQW�RI�
KRVWLOH� $UDE� VWDWHV�� VHFRQG�� DOLJQPHQW� ZLWK� DQ� LPSRUWDQW� FRXQWU\� DV� 7XUNH\� ZLWK� D�
PDMRULW\�RI�0XVOLP�SRSXODWLRQ�ZRXOG�GLPLQLVK�WKH�,VODPLF�GLPHQVLRQ�RI�WKH�$UDE�,VUDHOL�

� (IUDLP�,QEDU��³,VUDHO�6WUDWHJ\�´�0LGGOH�(DVW�5HYLHZ�RI�,QWHUQDWLRQDO�$IIDLUV��0(5,$�����QR����1RYHPEHU�����������



�

FRQIOLFW�� WKLUG��EHFDXVH�RI�WKH�VLJQLILFDQFH�RI�WKH�7XUNH\¶V�JHRJUDSKLF�ORFDWLRQ�WKDW�LW�KDV�
ERUGHUV�ZLWK� 6\ULD�� ,UDT� DQG� ,UDQ�� ,VUDHO� ZRXOG� JDLQ� VWUDWHJLF� DQG�PLOLWDU\� � DGYDQWDJH��
ILQDOO\��WKH�FXOWXUDO�DQG�KLVWRULFDO�WLHV�RI�7XUNH\�ZLWK�QHZO\�LQGHSHQGHQW�&DXFDVLDQ�DQG�
&HQWUDO� $VLDQ� UHSXEOLFV� ZRXOG� EHQHILW� ,VUDHO� E\� MRLQW� YHQWXUHV� LQ� WKLV� VWUDWHJLFDOO\�
LPSRUWDQW�UHJLRQ���
� &KDSWHU� 7KUHH� DQDO\]HV� WKH� VFRSH� RI� FR�RSHUDWLRQ� EHWZHHQ� 7XUNH\� DQG� ,VUDHO��
7KHUH�DUH� WZR�PDMRU�DUHDV�RI� FR�RSHUDWLRQ� WKDW� DUH�PLOLWDU\�DQG�QRQ�PLOLWDU\� OLQNV��7KH�
PLOLWDU\� OLQN� LQFOXGHV� WKH� FR�RSHUDWLRQ� RI� DLU�� VHD� DQG� ODQG� IRUFHV� RI� WKH� 7XUNLVK� DQG�
,VUDHOL� PLOLWDU\� HVWDEOLVKPHQWV�� � 7KH� ZRUNV� RI� 2IUD� %HQJLR¶V� 7KH� 7XUNLVK�,VUDHOL�
5HODWLRQVKLS��&KDQJLQJ�7LHV�RI�0LGGOH�(DVWHUQ�2XWVLGHUV� *HQFHU�g]FDQ¶V�7�UNL\H�,VUDLO�
øOLúNLOHULQGH� '|Q�ú�P�� *�YHQOL÷LQ� gWHVL� DQG� $PLNDP� 1DFKPDQL¶V� 7XUNH\��)DFLQJ� D�
1HZ� 0LOOHQQLXP�� &RSLQJ� ZLWK� ,QWHUWZLQHG� &RQIOLFWV� DQG� ³7KH� 5HPDUNDEOH� 7XUNLVK�
,VUDHOL� 7LH´� HPSKDVL]H� WKDW� PLOLWDU\� FR�RSHUDWLRQ� EHWZHHQ� 7XUNH\� DQG� ,VUDHO� LV� FORVH��
LQVWLWXWLRQDOL]HG� DQG� VWUXFWXUHG�� LQYROYLQJ� VWHHULQJ� FRPPLWWHHV�� UHJXODU� PHHWLQJV� DQG�
VWUDWHJLF� GLDORJXHV�� 7KH� QRQ�PLOLWDU\� OLQNV� LQFOXGH� WKH� SROLWLFDO�GLSORPDWLF�� HFRQRPLF�
DQG� FXOWXUDO� FR�RSHUDWLRQ�� 7KH� ORZ�OHYHO� GLSORPDWLF� UHODWLRQV� VWDUWHG� WR� LPSURYH� ZLWK�
7XUNH\¶V� GHFLVLRQ� WR� XSJUDGH� LWV� UHODWLRQV� ZLWK� ,VUDHO� WR� DPEDVVDGRULDO� OHYHO� LQ� ������
)URP� WKLV� WLPH� RQ� VLJQLILFDQW� KLJK�OHYHO� YLVLWV� RFFXUUHG� EHWZHHQ� WKH� WZR� FRXQWULHV� LQ�
ZKLFK� PDQ\� LPSRUWDQW� DFFRUGV� DQG� DJUHHPHQWV� ZHUH� VLJQHG�� 7KLV� GHYHORSPHQW� LQ�
GLSORPDWLF� UHODWLRQV� OHG� WR� D� VLJQLILFDQW� LPSURYHPHQW� LQ� HFRQRPLF� FR�RSHUDWLRQ��
(VSHFLDOO\� WKH�)UHH�7UDGH�$JUHHPHQW� WKDW�ZDV� VLJQHG� LQ�0DUFK������RSHQHG�XS�D�QHZ�
SKDVH� LQ� 7XUNLVK�,VUDHOL� WUDGH� UHODWLRQV� WKDW� UHVXOWHG� LQ� LQFUHDVHG� YROXPH� RI� WUDGH�� 7KH�
� (IUDLP�,QEDU��³(IUDLP�,QEDU��³5HJLRQDO�,PSOLFDWLRQV�RI�WKH�,VUDHOL�7XUNLVK�6WUDWHJLF�3DUWQHUVKLS�´�7XUNLVK�6WXGLHV����QR����$XWXPQ������������
� 1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´����



��

HFRQRPLF�FR�RSHUDWLRQ�EHWZHHQ�7XUNH\�DQG�,VUDHO�LQFOXGHV�WKH�VHFWRUV�RI�WUDGH��WRXULVP��
LQYHVWPHQW��MRLQW�YHQWXUHV��DQG�FR�RSHUDWLRQ�RQ�ZDWHU�DQG�HQHUJ\�LVVXHV���
� &KDSWHU� )RXU� DQDO\]HV� KRZ� WKH� 8QLWHG� 6WDWHV�� FORVH� DOO\� RI� 7XUNH\� DQG� ,VUDHO��
SHUFHLYHG� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW�� DQG� KRZ� WKH� UHJLRQDO� LPSOLFDWLRQV� RI� WKLV�
DOLJQPHQW�ZDV�IRU�WKH�EHQHILW�RI�WKH�8QLWHG�6WDWHV¶�VWUDWHJLF�LQWHUHVWV�LQ�WKH�0LGGOH�(DVW�
DQG�WKH�&DXFDVXV�DQG�&HQWUDO�$VLD��$OWKRXJK�WKH�WKUHDW�HPDQDWLQJ�IURP�WKH�6RYLHW�8QLRQ�
KDG�JRQH�DQG�WKH�8QLWHG�6WDWHV�HPHUJHG�DV�WKH�VROH�SRZHU��WKH�8QLWHG�6WDWHV�LQFUHDVHG�LWV�
SUHVHQFH�LQ�WKH�SRVW�&ROG�:DU�HUD��7KH�QHZ�WKUHDWV�HPDQDWLQJ�IURP�WKH�0LGGOH�(DVW��DQG�
WKH�RFFXUUHQFH�RI�SRZHU�YDFXXP�LQ�WKH�&DXFDVXV�DQG�&HQWUDO�$VLD��ZKLFK�KDV�ULFK�HQHUJ\�
UHVRXUFHV��ZLWK� WKH�FROODSVH�RI� WKH�6RYLHW�8QLRQ�QHFHVVLWDWHG�WKH�8QLWHG�6WDWHV� WR�DGRSW�
DFWLYH�SROLFLHV�WRZDUGV�WKHVH�WZR�UHJLRQV�IRU�WKH�VDNH�RI�QRW�MXVW�SURWHFWLQJ�LWV�DOOLHV�EXW�
DOVR�SURWHFWLQJ�LWV�JHR�SROLWLFDO�DQG�HFRQRPLF�LQWHUHVWV��,Q�WKLV�VHQVH��WKH�7XUNLVK�,VUDHOL�
DOLJQPHQW� HPHUJHV� DV� WKH� PRVW� YDOXDEOH� RSWLRQ� IRU� WKH� HIIHFWLYH� 8�6�� SROLFLHV� LQ� WKH�
0LGGOH�(DVW� DQG� WKH�&DXFDVXV�DQG�&HQWUDO�$VLD��7KH�ZRUNV�RI�(IUDLP� ,QEDU� ³5HJLRQDO�
,PSOLFDWLRQV� RI� WKH� ,VUDHOL�7XUNLVK� 6WUDWHJLF� 3DUWQHUVKLS´� LQ�7XUNLVK� 6WXGLHV� DQG�$ODQ�
0DNRYVN\� LQ� 7XUNH\¶V� 7UDQVIRUPDWLRQ� DQG� $PHULFDQ� 3ROLF\� HG�� 0RUWRQ� $EUDPRZLW]�
HPSKDVL]H� WKDW� WKHVH� WZR� SUR�86� DQG� VWDWXV� TXR� RULHQWHG� SRZHUV� ZLWK� WKHLU� PLOLWDU\�
PLJKW�� 7XUNH\� ZLWK� WKH� ODUJHVW� PLOLWDU\� IRUFH� LQ� WKH� DUHD� DQG� ,VUDHO� ZLWK� DGYDQFHG�
ZHDSRQV�DQG�WHFKQRORJLFDO�NQRZ�KRZ��FKDQJHG�WKH�EDODQFH�RI�SRZHU�LQ�WKH�UHJLRQ��7KH�
8QLWHG� 6WDWHV� SURYHG� WKH� VLJQLILFDQFH� RI� WKLV� DOLJQPHQW� WR� LWV� VWUDWHJLF� LQWHUHVWV� E\�
SDUWLFLSDWLQJ�LQ�WKH�MRLQW�QDYDO�H[HUFLVHV��5HOLDQW�0HUPDLG��MRLQW�DHULDO�WUDLQLQJ�H[HUFLVHV��
$QDWROLDQ� (DJOH�� DQG� LQWR� WKH� VWUDWHJLF� GLDORJXHV� WKDW� ZHUH� KHOG� EHWZHHQ� 7XUNLVK� DQG�
,VUDHOL�KLJK�UDQNLQJ�RIILFHUV��



��

&KDSWHU�)LYH�DQDO\]HV�WKH�UHODWLRQV�EHWZHHQ�7XUNH\�DQG�,VUDHO�LQ�WKH�ILUVW�\HDUV�RI�
WKH���VW� FHQWXU\� DQG�7XUNH\¶V� UHJLRQDO� UROH� LQ� WKH� DIWHUPDWK�RI� ,UDT�:DU��7KH�7XUNLVK�
,VUDHOL� DOLJQPHQW�KDV� UHFHQWO\�EHHQ� FKDOOHQJHG�E\� LQWHUQDO� DQG� H[WHUQDO� IDFWRUV� WKDW� KDV�
UDLVHG�TXHVWLRQV�DERXW�WKH�VWDELOLW\�RI�WKH�DOLJQPHQW�LQ�WKLV�QHZ�FHQWXU\��,Q�WKLV�VHQVH��WKH�
ZRUNV�RI�*HQFHU�g]FDQ�7�UNL\H�,VUDLO� øOLúNLOHULQGH�'|Q�ú�P��*�YHQOL÷LQ�gWHVL� -RVKXD�
:DONHU� ³7XUNH\� DQG� ,VUDHO¶V� 5HODWLRQVKLS� LQ� WKH� 0LGGOH� (DVW´� LQ� 0HGLWHUUDQHDQ�
4XDUWHUO\�DQG�0XVWDID�.LEDUR÷OX�³&ODVK�RI� ,QWHUHVW�RYHU�1RUWKHUQ� ,UDT�'ULYHV�7XUNLVK�
,VUDHOL� DOOLDQFH� WR�D�&URVVURDGV´� LQ�7KH�0LGGOH�(DVW�-RXUQDO� HPSKDVL]H� WKDW� DOWKRXJK�D�
VHFRQG� 3DOHVWLQLDQ� LQWLIDGD� LQ� ������ WKH� HOHFWLRQ� RI� WKH� -XVWLFH� DQG�'HYHORSPHQW� 3DUW\�
�$.3�� LQ� ����� WKDW� KDV� ,VODPLF� URRWV�� WKH� 8QLWHG� 6WDWHV¶� ZDU� LQ� ,UDT� LQ� ����� DQG� WKH�
VLWXDWLRQ�RI�1RUWKHUQ�,UDT�DQG�.XUGV��DQG�+DPDV�YLVLW�WR�$QNDUD�LQ��������KDYH�LQFUHDVHG�
VWUDLQV�RQ�WKH�UHODWLRQVKLS��WKH�UHODWLRQVKLS�KDV�QRW�EHHQ�VHYHUHO\�FKDOOHQJHG�OLNH�WKH�&ROG�
:DU� \HDUV�� DQG� KDV� FRQWLQXHG� WR� HYROYH� �� 7KURXJK� LQFUHDVHG� PLOLWDU\�� HFRQRPLF�� DQG�
FXOWXUDO� LQWHUDFWLRQV� WKH� SROLWLFDO� GLPHQVLRQ� RI� WKH� 7XUNLVK�,VUDHOL� DOOLDQFH� KDV� EHHQ�
SOD\HG� GRZQ�� 7KH� UHFHQW� HIIRUWV� WKDW� KDV� EHHQ� GHPRQVWUDWHG� E\� 7XUNLVK� DQG� ,VUDHOL�
JRYHUQPHQWV� WR� UHSDLU� WKH� GDPDJH� GRQH� WR� WKH� UHODWLRQVKLS� VWUHVV� WKDW� WKH� UHODWLRQVKLS�
FRQWLQXHV� WR� SURYLGH� VWUDWHJLF� EHQHILWV� WR� ERWK� FRXQWULHV� WKDW� QHLWKHU� RI� WKH� WZR�ZRXOG�
GLVUXSW�LQ�WKH�QHDU�IXWXUH���
�

� -RVKXD�:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´��0HGLWHUUDQHDQ�4XDUWHUO\�����QR����������������



��

&KDSWHU�2QH�
� 7KH�3RVW�&ROG�:DU�(UD�DQG�7XUNLVK�)RUHLJQ�3ROLF\�

7KH� HQG�RI� WKH�&ROG�:DU� WRJHWKHU�ZLWK� WKH�GLVVROXWLRQ�RI� WKH�6RYLHW�8QLRQ�KDV�
FKDQJHG� WKH� LQWHUQDWLRQDO� V\VWHP��$V�9DVVLOLV� .�� )RXVNDV� VWDWHV�� ³:LWK� WKH� HQG� RI� WKH�
&ROG� :DU�� WKH� V\VWHP� RI� SRZHU�� &ROG� :DU� RUJDQLVDWLRQDO� VWUXFWXUHV� DQG� PRGHV� RI�
SROLWLFDO�DQG�VWUDWHJLF�WKLQNLQJ��FROODSVHG�WRR´�� 7KH�GLVVROXWLRQ�RI�WKH�6RYLHW�8QLRQ�DQG�
WKH�FRPPXQLVW�LGHRORJ\�KDV�UHPRYHG�WKH�JUHDWHVW�WKUHDW�WR�WKH�:HVW��:KLOH�WKH�:HVWHUQ�
(XURSHDQV� DQG� WKH� $PHULFDQV�� ZKR� FODLPHG� WKDW� WKH� HQG� RI� WKH� &ROG� :DU� PDUNHG� D�
GHFLVLYH�YLFWRU\�IRU�WKH�OLEHUDO�YDOXHV�RI�GHPRFUDF\��FR�RSHUDWLYH�LQVWLWXWLRQ�EXLOGLQJ��DQG�
WKH�IUHH�PDUNHWV��FHOHEUDWHG�WKH�KLVWRULF�YLFWRU\�RI�WKH�:HVWHUQ�YDOXH�V\VWHP��7XUNH\�ZDV�
OHIW��DV�HYHU��DW�WKH�PDUJLQV�� ,Q�DGGLWLRQ��WKH�HQG�RI�WKH�&ROG�:DU�KDV�ZHDNHQHG�WKH�VWDWXV�
RI�1$72��$V�.LEDUR÷OX� VWDWHV� WKH�HDVWZDUG�H[SDQVLRQ�RI� WKH�(XURSHDQ�8QLRQ�� DQG� WKH�
*HUPDQ�� DQG� )UHQFK�OHG� HIIRUWV� WR� HVWDEOLVK� D� ³(XURSHDQ� DUP\´� KDYH� UDLVHG� TXHVWLRQV�
DERXW� WKH�1$72¶V� IXWXUH� UROH�� 7KLV�KDV�EURXJKW�FRQFHUQV� LQ�7XUNH\� WKDW� WKH� VWUDWHJLF�
LPSRUWDQFH� RI�7XUNH\� LQ� WKH� SRVW�&ROG�:DU� HUD�ZRXOG� GHFOLQH� VLQFH�7XUNH\�ZDV� QRW� D�
SDUW�RI�WKH�(XURSHDQ�8QLRQ���

+RZHYHU�� WKH� QHZ� HUD� KDV� EURXJKW� LWV� RZQ� FKDOOHQJHV�� 7KH� VWDWHV� VXUURXQGLQJ�
7XUNH\� LQ� WKH�SRVW�&ROG�:DU�HUD�KDV� LQFUHDVHG� LQ�QXPEHUV��$OWKRXJK� WKH�QHZ�HPHUJHG�
VWDWHV�ZHUH�VPDOOHU� DQG�ZHDNHU� WKDQ�7XUNH\�LQ� WHUPV�RI�HFRQRPLFV�DQG�PLOLWDU\�SRZHU��
WKH� LQVWDEOH� QDWXUH� RI� WKHP� EURXJKW� VRPH� FULVHV�� *XOI� FULVLV�� %RVQLD�� .RVRYR�� DQG�
1DJRUQR�.DUDEDNK� FULVHV�� DURXQG� 7XUNH\¶V� ERUGHUV� WKDW� IRUFHG� 7XUNH\� WR� WDNH� PRUH�
� 9DVVLOLV�.��)RXVNDV��=RQHV�RI�&RQIOLFW��86�)RUHLJQ�3ROLF\�LQ�WKH�%DONDQV�DQG�WKH�*UHDWHU�0LGGOH�(DVW��/RQGRQ��3OXWR�������������
� 3KLOLS� 5RELQV�� 6XLWV� DQG� 8QLIRUPV�� 7XUNLVK� )RUHLJQ� 3ROLF\� VLQFH� WKH� &ROG� :DU� �/RQGRQ�� +XUVW� 	�&RPSDQ\�������������
� 0XVWDID�.LEDUR÷OX��³7XUNH\�DQG�,VUDHO�6WUDWHJL]H�´�0LGGOH�(DVW�4XDUWHUO\����QR����:LQWHU������������



��

DFWLYH� SROLFLHV� ZLWK� WKH� IHDU� WKDW� WKH\� ZRXOG� HQGDQJHU� 7XUNLVK� WHUULWRULDO� XQLW\� DQG�
VHFXULW\��%HFDXVH�HYHQ� LQ� WKH�����V��7XUNH\¶V�YLHZ�RI� VHFXULW\�ZDV� VWLOO�GHWHUPLQHG�E\�
WUDGLWLRQDO��KDUG�VHFXULW\�LVVXHV�OLNH�H[WHUQDO�PLOLWDU\�WKUHDWV���

:LOOLDP�+DOH�VWDWHV�WKDW�WKH�HQG�RI�WKH�&ROG�:DU��WKH�FROODSVH�RI�WKH�FRPPXQLVW�
UXOH� LQ�(DVWHUQ�(XURSH�DQG� WKH�GLVVROXWLRQ�RI� WKH�6RYLHW�8QLRQ�GXULQJ���������� DOWHUHG�
7XUNH\¶V� LQWHUQDWLRQDO� HQYLURQPHQW� DV� SURIRXQGO\� DV� HLWKHU� RI� WKH� WZR� SUHYLRXV�
WUDQVIRUPDWLRQV�RI���������DQG���������0RUHRYHU��EHFRPLQJ�D�PXOWLUHJLRQDO�FRXQWU\� LQ�
WKH� SRVW�&ROG�:DU� HUD� DIIHFWHG� 7XUNH\� WKDQ� DQ\� RWKHU� FRXQWU\�� 7XUNH\� KDV� JRQH� IURP�
EHLQJ� D� SHULSKHUDO� SOD\HU� LQ� JOREDO� ELSRODU� FRQIOLFW� WR� EHLQJ� D� FHQWUDO� DFWRU� LQ� D� UDIW� RI�
DFWXDO�RU�SRWHQWLDO�UHJLRQDO�FRQIOLFWV����:LWKLQ�WKLV�FRQWH[W��7XUNH\�KDV�DOWHUHG�LWV�IRUHLJQ�
SROLF\� DQG� KDV� EHFRPH� D� PRUH� DFWLYH� FRXQWU\� LQ� WKH� 0LGGOH� (DVW�� WKH� %DONDQV�� WKH�
&DXFDVXV�DQG�&HQWUDO�$VLD���

:K\�7XUNH\�VXGGHQO\�EHFDPH�VR�DFWLYH�LQ�LWV�IRUHLJQ�SROLFLHV�LQ�FRPSDULVRQ�ZLWK�
SUHYLRXV�HUDV"�6LQFH�WKH�IRXQGDWLRQ�RI�WKH�5HSXEOLF��7XUNH\�KDG�SUHIHUUHG�QRW�WR�HQJDJH�
LQ�LQYROYHPHQWV�RXWVLGH�LWV�ERUGHUV��%DUU\�5XELQ�VWDWHV�WKDW�$WDWXUN¶V�SULRULW\�ZDV�UDSLG��
V\VWHPDWLF�VRFLRHFRQRPLF�GHYHORSPHQW��ZKLFK�UHTXLUHG�DYRLGLQJ�ZDU��MXVW�DV�QDWLRQ�VWDWH�
GHYHORSPHQW� UHTXLUHG� DYRLGLQJ� LPSHULDO� H[SDQVLRQ���� ,Q� VSLWH� RI� WKLV�� 7XUNH\� GLG� QRW�
EHFRPH�WRWDOO\�LVRODWHG�IURP�WKH�ZRUOG��)RU�H[DPSOH��7XUNH\�MRLQHG�1$72�DQG�EHFDPH�
DQ� DOO\� RI� WKH�8QLWHG� 6WDWHV� DJDLQVW� WKH� H[SDQVLRQLVW� 6RYLHW� WKUHDW� WKURXJKRXW� WKH�&ROG�
:DU� HUD��7XUNH\¶V� DOLJQPHQW�ZLWK� WKH�8QLWHG�6WDWHV� DQG�PHPEHUVKLS� LQ�1$72�FDQ�EH�
FRQVLGHUHG�DV�QRW� MXVW� WR� IRUP�D� VKLHOG�DJDLQVW� WKH�6RYLHW� WKUHDW�EXW�PRVW� LPSRUWDQWO\�D�
��� 5RELQV��6XLWV�DQG�8QLIRUPV� �����
��� :LOOLDP�+DOH��7XUNLVK�)RUHLJQ�3ROLF\������������/RQGRQ��)UDQN�&DVV�3XEOLVKHUV��������������
��� 5RELQV��6XLWV�DQG�8QLIRUPV� ����
��� %DUU\�5XELQ��7XUNH\�LQ�:RUOG�3ROLWLFV��$Q�(PHUJLQJ�0XOWLUHJLRQDO�3RZHU� HG��%DUU\�5XELQ�DQG�.HPDO�.LULVFL��,VWDQEXO��%RJD]LFL�8QLYHUVLW\�3UHVV������������



��

VWHS�WRZDUG�WKH�:HVW��%HFDXVH�DV�5XELQ�VWDWHV��³WKH�FRXQWU\¶V�PDLQ�JRDOV�ZHUH�RULHQWHG�
WRZDUG�JDLQLQJ�DFFHSWDQFH�LQ�WKH�:HVW��DQG�HVSHFLDOO\�WR�EH�VHHQ�DV�SDUW�RI�(XURSH´���

$OWKRXJK� UHODWLRQV�ZLWK� WKH�:HVW� VWD\HG� DV� WKH�PDLQ� FRPSRQHQW� RI� WKH�7XUNLVK�
IRUHLJQ� SROLF\� LQ� WKH� ����V�� WKH� H[SDQVLRQ� RI� WKH� IRUHLJQ� SROLF\� LQWR� QHZ� DUHDV� KDV�
EDVLFDOO\�RFFXUUHG�EHFDXVH�RI�LQWHUQDO�DQG�H[WHUQDO�UHDVRQV��([WHUQDO�UHDVRQV�E\�:LOOLDP�
+DOH�QDPHG�DV� JOREDO�FKDQJHV�DUH�� LQVWDELOLWLHV��HWKQLF�FRQIOLFWV�� FRQWHVWHG�ERUGHUV�� DQG�
HFRQRPLF�KDUGVKLS�� � UHVXOWLQJ� LQ�ZHDSRQV�SUROLIHUDWLRQ�� WKH� ULVH�RI� H[WUHPLVW� LGHRORJLHV�
DQG� LQWHU�VWDWH� GLVSXWHV�� RXWVLGH� WKH� WKHQ� 1$72� DUHD� LQ� WKH� FHQWUDO� (XURSH� DQG� LQ� WKH�
0LGGOH� (DVW� DQG� VRXWKHUQ� 0HGLWHUUDQHDQ�� QHZ� RSSRUWXQLWLHV� LQ� &HQWUDO� $VLDQ� DQG�
HOVHZKHUH����6LQFH�WKH�IXWXUH�RI�WKH�&ROG�:DU�RULHQWHG�1$72�EHFDPH�XQSUHGLFWDEOH�DQG�
7XUNH\�ZDV� OHIW� RXWVLGH� WKH� (XURSHDQ�8QLRQ�� WKH� QHZ� WKUHDWV� FRPLQJ�PRVWO\� IURP� WKH�
0LGGOH� (DVW�� RXWVLGH� 1$72� DUHD�� ZKLFK� 7XUNH\� FRXOG� QR� ORQJHU� LJQRUH�� KDV� UDLVHG�
FRQFHUQV� LQ� 7XUNH\� DERXW� LWV� VHFXULW\�� � 7KXV�� WKLV� QHZ� ZRUOG� RUGHU� ZLWK� QHZ� WKUHDWV�
QHFHVVLWDWHG�D�UHYLVLRQ�LQ�7XUNLVK�SROLWLFV���

9DVVLOLV�)RXVNDV� VWUHVVHV� WKH� VWUDWHJLF� LPSRUWDQFH�RI� WZR�VWUDWHJLF� UHVRXUFHV��RLO�
DQG�JDV��WKDW�KDYH�VKDSHG�WKH�JHR�SROLWLFV�RI�WKH�����V��)RXVNDV�VWDWHV�WKDW�WKH�QHZ�UHDOLVW�
JDPH� WKDW�KDV�EHHQ�XQIROGLQJ�VLQFH������KDV� WR�GR�ZLWK� WKH�QHZ�W\SH�RI�HFRQRPLF�DQG�
SROLWLFDO�FRPSHWLWLRQ�RYHU�VHFXULW\�DQG�HQHUJ\�PDWWHUV�WKDW�KDYH�JURZQ�RXW�RI�WUDGLWLRQDO�
FRQIOLFWLQJ� JHR�SROLWLFDO� LQWHUHVWV� DQG� VWUDWHJLF� ULYDOULHV���� +H� IXUWKHU� VWUHVVHV� WKDW� WKH�
8QLWHG�6WDWHV�� E\� DQ\�PHDQV� DYDLODEOH� WR� LW��ZDQWHG� WR� HVWDEOLVK� LWV� SROLWLFDO� KHJHPRQ\�
RYHU�(XUDVLD�QRW�MXVW�LQ�WKH�LQWHUHVW�RI�PDLQWDLQLQJ�WKH�XQKLQGHUHG�IORZ�RI�RLO�IURP�WKHVH�
ULFK�UHJLRQV�WR�ZRUOG�PDUNHWV�DW�VWDEOH�SULFHV�EXW�WKH�8QLWHG�6WDWHV�DOVR�ZDQWHG�WR�FRQWURO��
��� 5XELQ��7XUNH\�LQ�:RUOG�3ROLWLFV� ���
��� +DOH��7XUNLVK�)RUHLJQ�3ROLF\���������������������
��� )RXVNDV��=RQHV�RI�&RQIOLFW� ����



��

DV�PXFK�DV�SRVVLEOH��WKHLU�SURGXFWLRQ�DQG�VDIH�WUDQVSRUWDWLRQ�WR�WKH�:HVWHUQ�PDUNHWV�E\�
HOLPLQDWLQJ� SRVVLEOH� FRPSHWLWRUV��� ,Q� WKLV� PDQQHU�� 7XUNH\� EHFDXVH� RI� LWV� JHRJUDSKLFDO�
SRVLWLRQ� EHFDPH� DQ� DVVHW� IRU� WKH�:HVW�� HVSHFLDOO\� WKH� 8QLWHG� 6WDWHV�� DQG� LPSOHPHQWHG�
PRUH�DFWLYH�SROLFLHV�WRZDUG�WKHVH�JOREDO�FKDQJHV�LQ�WKH�����V���
� ,QWHUQDO� UHDVRQV� DUH� GRPHVWLF� SROLWLFDO� HQYLURQPHQW� DQG� HFRQRPLF� IDFWRUV�� ,Q�
WHUPV�RI�GRPHVWLF�SROLWLFV�6DEUL�6D\DUL�VWDWHV�WKDW�WKHVH�FKDQJHV�KDYH�RFFXUUHG�GXULQJ�D�
SHULRG� ZKHQ� WKH� JURZLQJ� YLVLELOLW\� RI� SROLWLFDO� ,VODP� DQG� WKH� LQWHQVLILFDWLRQ� RI� WKH�
.XUGLVK� SUREOHP� LQFUHDVHG� VWUDLQV� RQ� WKH� FRXQWU\¶V� SROLWLFDO� DQG� VRFLDO� RUGHU�� DQG� DV� D�
UHVXOW�7XUNH\�PRGLILHG� VRPH�RI� LWV� HVWDEOLVKHG� UHSXEOLFDQ� IRUHLJQ�SROLF\�SULQFLSOHV�DQG�
XQGHUWRRN�QHZ�LQLWLDWLYHV�WR�PHHW�WKH�FKDOOHQJHV�RI�WKH�SRVW�&ROG�:DU�HUD����7KH�1DWLRQDO�
6HFXULW\�'RFXPHQWV�RI�WKH�\HDUV�RI������DQG������HPSKDVL]HG�WKDW�WKH�WKUHDW�HPDQDWLQJ�
IURP�WKH�6RYLHW�8QLRQ�KDV�EHHQ�H[FKDQJHG�ZLWK�.XUGLVK�VHSDUDWLVP�DQG�SROLWLFDO� ,VODP�
WKDW�KDV� UHFHLYHG� IRUHLJQ�VXSSRUW��HVSHFLDOO\�E\�VWDWHV� WKDW�KDYH�EHHQ�KRVWLOH� WR�7XUNH\��
KDV� EHFRPH� WKH� SULRULW\� LVVXH� LQ� 7XUNLVK� QDWLRQDO� VHFXULW\�� 7KH� FRQQHFWLRQ� RI� LQWHUQDO�
WKUHDWV�ZLWK�H[WHUQDO�WKUHDWV�KDV�PDGH�GRPHVWLF�DQG�IRUHLJQ�SROLWLFV�EHFRPH�LQWHUWZLQHG��
ZKLFK� UHVXOWHG� LQ� WKH� PLOLWDU\� JDLQLQJ� WKH� XSSHU� KDQG� LQ� WKH� IRUHLJQ� SROLF\�PDNLQJ�
SURFHVV� VLQFH� WKHVH�SUREOHPV� IRU� WKHP�ZHUH� UHODWHG� WR� WKH�PLOLWDU\�VHFXULW\� VSKHUH�� DQG�
QHFHVVLWDWHG�HIIHFWLYH�DQG�DFWLYH�SROLFLHV�� �7KHUH�DUH�DOVR�WKH�HIIHFWV�RI�LQWHUHVWV�JURXSV��
HWKQLF� OREELHV�� ,VODPLVW� RUJDQL]DWLRQV��EXVLQHVV� OHDGHUV�� DQG�SROLWLFDO�SDUWLHV�� RQ� IRUHLJQ�
SROLF\�GHFLVLRQ�PDNLQJ�SURFHVV�WR�VRPH�H[WHQW���

(FRQRPLF�QHHGV�DOVR�KDG�LPSRUWDQW�HIIHFWV�RQ�7XUNH\�WR�LPSOHPHQW�PRUH�DFWLYH�
IRUHLJQ�SROLFLHV� LQ� WKH�����V��7KH� HQG�RI� WKH�&ROG�:DU�KDV�EURXJKW� DQ� LQFUHDVH� LQ� WKH�
��� )RXVNDV��=RQHV�RI�&RQIOLFW� ��������
��� 6DEUL�6D\DUL��³7XUNLVK�)RUHLJQ�3ROLF\�LQ�WKH�3RVW�&ROG�:DU�(UD��7KH�&KDOOHQJHV�RI�0XOWL�5HJLRQDOLVP�´�-RXUQDO�RI�,QWHUQDWLRQDO�$IIDLUV�����QR����)DOO�����������������



��

JOREDOL]DWLRQ�RI�HFRQRPLF�DIIDLUV��ZKLFK�SXVKHG�7XUNH\�WR�EHFRPH�PRUH�DFWLYH�LQ�RUGHU�
WR�KDYH�DFFHVV� WR� LQWHUQDWLRQDO�PDUNHWV��5XELQ�VWDWHV� WKDW�GXH�SDUWO\� WR� WKH�GHYHORSPHQW�
DQG� LQWHUQDWLRQDO� FRPSHWLWLYHQHVV� RI� WKH�7XUNLVK� HFRQRP\��7XUNH\� QRZ� VHHNLQJ� H[SRUW�
PDUNHWV�DQG�FHUWDLQ�UDZ�PDWHULDOV��� $OVR�WKH�WZR�VWUDWHJLF�UHVRXUFHV�RI�RLO�DQG�JDV�KDG�
WUHPHQGRXV�HIIHFW�RQ�7XUNLVK�IRUHLJQ�SROLF\��7KH�HFRQRPLF�JURZWK�LQ�7XUNH\�ERRVWHG�LWV�
HQHUJ\� QHHGV�� 7KH� QHZ� RSSRUWXQLWLHV� LQ� WKH�&HQWUDO�$VLD� HQFRXUDJHG�7XUNH\� WR� WDNH� D�
PRUH� DFWLYH� SDUW� LQ� WKH� UHJLRQ�� +HLQ]� .UDPHU� VWDWHV� WKDW� WKH� 7XUNH\¶V� PDLQ� UHJLRQDO�
LQWHUHVW�ZDV� WR� SDUWLFLSDWH� LQ� GHYHORSLQJ� DQG�PDUNHWLQJ� WKH� ODUJH� RLO� DQG� JDV� UHVRXUFHV�
ORFDWHV�LQ�WKH�&DVSLDQ�6HD�UHJLRQ�WR�GHDO�ZLWK�WKH�FRXQWU\¶V�ULVLQJ�HQHUJ\�GHPDQGV��JDLQ�
FRQVLGHUDEOH� HFRQRPLF� DGYDQWDJHV� IURP� SLSHOLQHV� DQG� GRZQVWUHDP� LQVWDOODWLRQV�� DQG�
VWUHQJWKHQ�WKH�VWUDWHJLF�LPSRUWDQFH�RI�WKH�FRXQWU\�IRU�WKH�&HQWUDO�$VLDQ�VWDWHV�DV�ZHOO�DV�
IRU�WUDGLWLRQDO�DOOLHV�LQ�WKH�:HVW����2YHU�DOO��ZLWK�WKH�HQG�RI�WKH�&ROG�:DU�WKH�H[WHUQDO�DQG�
LQWHUQDO� IRUFHV� FKDQJHG� WKH� IRUHLJQ� SROLF\� HQYLURQPHQW� RI� 7XUNH\�� ZKLFK� UHVXOWHG� LQ�
SROLF\�PRGLILFDWLRQV�WR�PHHW�WKH�UHTXLUHPHQWV�RI�WKH�SRVW�&ROG�:DU�HUD��
� ,Q�WKLV�UHVSHFW��WKH�0LGGOH�(DVW�KDV�EHHQ�WKH�PDLQ�UHJLRQ�ZKHUH�7XUNLVK�IRUHLJQ�
SROLF\�KDV�EHHQ�YHU\�DFWLYH�LQ�WKH�����V��6D\DUL�VWDWHV�WKDW�ZLWK�WKH�H[FHSWLRQ�RI�D�EULHI�
SHULRG� LQ� WKH� PLG�����V�� 7XUNH\� KDV� DVVLGXRXVO\� SXUVXHG� D� FDXWLRXV� DQG� ORZ�SURILOH�
SROLF\� WRZDUG� LWV� VRXWKHUQ� QHLJKERUV�� ZKLFK� DURVH� IURP� VHYHUDO� ZRUULHV�� 7XUNH\� ZDV�
FRQFHUQHG�DERXW�WKH�SRVVLELOLW\�RI�EHLQJ�GUDZQ�LQWR�UHJLRQDO�FRQIOLFWV��LWV�PDLQ�IRFXV�ZDV�
RQ� WKH�SHUFHLYHG�6RYLHW� WKUHDW� IURP�WKH�QRUWK��DQG� WKH� IRUPHU�6RYLHW�8QLRQ¶V�FORVH� WLHV�
ZLWK�FRXQWULHV�VXFK�DV�6\ULD� OLPLWHG�WKH�VFRSH�RI�7XUNH\¶V�DFWLRQV����$OVR�DV�PHQWLRQHG�

��� 5XELQ��7XUNH\�LQ�:RUOG�3ROLWLFV� ���
��� +HLQ]�.UDPHU��$ &KDQJLQJ�7XUNH\��7KH�&KDOOHQJH�WR�(XURSH�DQG�WKH�8QLWHG�6WDWHV��:DVKLQJWRQ�'&��%URRNLQJV�,QVWLWXWLRQ��������������
��� 6D\DUL��³7XUNLVK�)RUHLJQ�3ROLF\�LQ�WKH�3RVW�&ROG�:DU�(UD�´������
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UHODWLRQV�ZLWK�WKH�:HVW�ZDV�WKH�SULRULW\�RI�7XUNH\�VLQFH�WKH�IRXQGDWLRQ�RI�WKH�5HSXEOLF��
+RZHYHU��7XUNH\¶V�DSSURDFK� WR� WKH�0LGGOH�(DVW�KDV� UHPDUNDEO\�FKDQJHG�ZLWK� WKH�*XOI�
FULVLV�����
� 7KH�LQYDVLRQ�RI�.XZDLW�E\�,UDT�RQ���$XJXVW������GHPRQVWUDWHG�WKDW��HYHQ�LI�WKH�
VXSHUSRZHU� FRQIOLFW� KDV� HQGHG�� WKH� 0LGGOH� (DVW� LV� VWLOO� D� SULPH� VRXUFH� RI� JOREDO�
LQVWDELOLW\����8QLWHG�1DWLRQV�6HFXULW\�&RXQFLO�SDVVHG�D�UHVROXWLRQ�ZKHQ�6DGGDP�+XVVHLQ�
UHIXVHG� WR�ZLWKGUDZ�KLV� IRUFHV� IURP�.XZDLW��7KH� UHVROXWLRQ� DJUHHG�RQ� D� IXOO� HFRQRPLF�
HPEDUJR� RQ� ,UDT�� +RZHYHU�� WKH� UHVROXWLRQ� ZDV� SUREOHPDWLF� IRU� 7XUNH\� LQ� WHUPV� RI�
SROLWLFDO� DQG� HFRQRPLF� UHDVRQV�� 7KH� UHVROXWLRQ� UHTXLUHG� WKH� FORVXUH� RI� WKH� .LUNXN�
<XPXUWDOLN�SLSHOLQH�� DQG� VWRSSLQJ� DOO� WKH� WUDGH� UHODWLRQV�ZLWK� ,UDT��ZKLFK�ZRXOG� FUHDWH�
VHULRXV� SUREOHPV� LQ� 7XUNLVK� HFRQRP\�� 2Q� WKH� RWKHU� KDQG�� 7XUNLVK� JRYHUQPHQW� ZDV�
GLYLGHG�LQ�WKH�LGHD�RI�DQ�LQYROYHPHQW�LQ�WKH�FULVLV�ZLWK�WKH�IHDU�RI�D�SRVVLEOH�DWWDFN�IURP�
,UDT� WR�7XUNLVK� WHUULWRU\��+DOH� VWDWHV� WKDW�7XUNH\� VHFXUHG� D�SOHGJH� IURP�1$72� WKDW�� LI�
,UDT�DWWDFNHG�7XUNH\��WKHQ�WKH�RWKHU�DOOLHV�ZRXOG�FRPH�WR�LWV�DVVLVWDQFH�XQGHU�WKH�1$72�
WUHDW\�DW�D�1$72�VXPPLW�KHOG�LQ�%UXVVHOV�RQ����$XJXVW����

$V�D� UHVXOW�� WKDQNV� WR�3UHVLGHQW�g]DO��ZKR�VDZ� WKH�RSSRUWXQLW\�RI� UHJDLQLQJ� WKH�
VWUDWHJLF� LPSRUWDQFH� LQ� WKH� H\HV� RI� WKH�:HVW�� 7XUNH\� GHFLGHG� WR� FORVH� WKH� SLSHOLQH� DQG�
MRLQHG�WKH�DOOLHG�IRUFHV�LQ�WKH�OHDGHUVKLS�RI�WKH�8QLWHG�6WDWHV�E\�SHUPLWWLQJ�WKH�XVH�RI�LWV�
1$72�EDVHV��+DOH� VWDWHV� WKDW�g]DO�ZDV�DQ[LRXV� WR�GUDZ�7XUNH\�RXW�RI� WKH�ZLQJV��RQWR�
FHQWUH�VWDJH��LQ�HIIHFW��KH�ZDV�WU\LQJ�WR�HQGRZ�7XUNH\�ZLWK�D�UHJLRQDO�UROH�FRPPHQVXUDWH�
ZLWK�LWV�SROLWLFDO�DQG�HFRQRPLF�VWUHQJWK����

2YHUDOO��7XUNH\�EURNH� LWV� WUDGLWLRQ�RI�QRQ�LQYROYHPHQW� LQ� UHJLRQDO� FRQIOLFWV� WKDW�
��� :LOOLDP�+DOH��³7XUNH\��WKH�0LGGOH�(DVW�DQG�WKH�*XOI�&ULVLV�´�,QWHUQDWLRQDO�$IIDLUV�����QR����������������
��� +DOH��³7XUNH\��WKH�0LGGOH�(DVW�DQG�WKH�*XOI�&ULVLV�´������
��� +DOH��³7XUNH\��WKH�0LGGOH�(DVW�DQG�WKH�*XOI�&ULVLV�´������



��

HQKDQFHG�LWV�VWDWXV�LQ�WKH�UHJLRQ�DQG�LQ�WKH�:HVW��+RZHYHU��IROORZLQJ�WKH�*XOI�FULVLV�WKH�
SRWHQWLDO� WKUHDWV� HPDQDWLQJ� IURP� WKH�0LGGOH�(DVW� KDYH� JURZQ��7KH� DFTXLVLWLRQ� RI� QRQ�
FRQYHQWLRQDO�ZHDSRQV�E\�KRVWLOH�VWDWHV��DQG�WKH�FKDQFHV�RI�WHUURULVW�RUJDQL]DWLRQV��ZKLFK�
KDYH� EHHQ� UHFHLYLQJ� VXSSRUW� IURP� WKHVH� KRVWLOH� VWDWHV�� DFTXLULQJ� QRQ�FRQYHQWLRQDO�
ZHDSRQV�KDYH�LQFUHDVHG�WKH�OHYHO�RI�WKUHDW�7XUNH\�IDFLQJ�LQ�WKH�SRVW�&ROG�:DU�HUD��VLQFH�
7XUNLVK� DUP\� KDG� QR� GHIHQFH� DJDLQVW� WKHVH� WKUHDWV� LQ� FRPSDULVRQ� WR� WKH� VRSKLVWLFDWHG�
WHFKQLTXHV�RI�WKH�DOOLHV�DV�LW�ZLWQHVVHG�GXULQJ�WKH�*XOI�:DU��0RUHRYHU��LQ�DGGLWLRQ�WR�WKH�
JURZLQJ�UHJLRQDO�WKUHDWV�WKH�VLWXDWLRQ�RI�LQWHUQDO�WKUHDWV��.XUGLVK�VHSDUDWLVP�DQG�SROLWLFDO�
,VODP��UHFHLYLQJ�VXSSRUW�IURP�7XUNH\¶V�KRVWLOH�QHLJKERUV�KDV�FRQQHFWHG�7XUNH\¶V�LQWHUQDO�
DQG�H[WHUQDO�WKUHDWV���:LWK�LQ�WKLV�HQYLURQPHQW��WKH�HVWDEOLVKPHQW�RI�FORVHU�WLHV�ZLWK�,VUDHO�
KDV�EHHQ�WKH�PRVW�UHPDUNDEOH�SURJUHVV�LQ�7XUNLVK�IRUHLJQ�SROLF\���

�+RZHYHU��UHODWLRQV�ZLWK�,VUDHO�JR�EDFN�WR�������ZKHQ�7XUNH\�UHFRJQL]HG�,VUDHO��
,Q� WKH� IROORZLQJ� \HDU�� GLSORPDWLF� UHODWLRQV�EHJDQ� DW� WKH� OHYHO� RI� OHJDWLRQ��PHDQLQJ� WKDW�
PLQLVWHUV�� QRW� DPEDVVDGRUV��ZHUH� H[FKDQJHG���� 7KH� VLWXDWLRQ� RI� WKH�0LGGOH� (DVW� LQ� WKH�
����V�� LQFUHDVHG� LQIOXHQFH� RI� WKH� 6RYLHW� 8QLRQ�� WKH� HVWDEOLVKPHQW� RI� 8QLWHG� $UDE�
5HSXEOLF�EHWZHHQ�(J\SW�DQG�6\ULD�DQG�WKH�IDOO�RI�PRQDUFK\�LQ�,UDT��KDV�EURXJKW�7XUNH\�
DQG� ,VUDHO�XQGHU� WKH�3HULSKHUDO�$OOLDQFH��%HQJLR� VWDWHV� WKDW�%HQ�*XULRQ�KDG� WKUHH�PDLQ�
PRWLYHV� IRU� LQLWLDWLQJ� WKH�SHULSKHUDO� DOOLDQFH�DUH��EUHDNLQJ� WKH� LVRODWLRQ� WKDW�$UDE� VWDWHV�
KDG� LPSRVHG� RQ� ,VUDHO�� VWDELOL]LQJ� WKH� UHJLRQ� DQG� IRUPLQJ� D� QHZ� EDODQFH� RI� SRZHU��
VWUHQJWKHQLQJ�UHODWLRQV�ZLWK�WKH�:HVW��HVSHFLDOO\�WKH�8QLWHG�6WDWHV����

$OWKRXJK�ERWK� FRXQWULHV� KDG� FRPPRQ� LQWHUHVWV�� WKH� DOOLDQFH�KDG�XSV� DQG�GRZQV�
EHFDXVH�RI�WKH�7XUNH\¶V�VSHFLILF�QDWXUH�RI�GXDOLW\��7KH�SROLWLFDO��FXOWXUDO�DQG�JHRJUDSKLF�

���5DSKDHO�,VUDHOL��³7KH�7XUNLVK�,VUDHOL�2GG�&RXSOH�´�2UELV�����QR����:LQWHU��������SDU�����
��� %HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

GXDOLW\� RI� 7XUNH\�� DQG� WKH� FKDQJLQJ� LQWHUQDWLRQDO�V\VWHPLF� DQG� GRPHVWLF�XQLW� OHYHO�
IRUFHV�� LQ� DGGLWLRQ� WR� WKLV� GXDOLW\�� KDYH� JLYHQ� GLUHFWLRQ� DQG� VFRSH� WR� 7XUNLVK� IRUHLJQ�
UHODWLRQV��� %HLQJ� ORFDWHG� DW� DQ� XQLTXH� JHRJUDSKLFDO� ORFDWLRQ� DQG� KDYLQJ� ERWK�:HVWHUQ�
DQG� ,VODPLF�FKDUDFWHULVWLFV� LQ� LWV�QDWXUH��DW�GLIIHUHQW� WLPHV��&XEDQ�PLVVLOH�FULVLV��&\SUXV�
LVVXH��WKH������ZDU��DQG�RLO�FULVLV����7XUNH\�GLVWDQFHG�LWVHOI�IURP�,VUDHO�DQG�EHFDPH�FORVHU�
WR�WKH�$UDEV�IRU�SROLWLFDO�DQG�HFRQRPLF�VXSSRUW��)XUWKHUPRUH��WKH�LQWHUHVWV�RI�WKH�8QLWHG�
6WDWHV�GXULQJ�WKH�&ROG�:DU�PDGH�WKLV�DOLJQPHQW�LPSRVVLEOH�VLQFH�LW�ZRXOG�DQWDJRQL]H�WKH�
$UDEV� WKDW� WKH� 8QLWHG� 6WDWHV� HVWDEOLVKHG� JRRG� UHODWLRQV� IRU� EORFNLQJ� 6RYLHW� LQIOXHQFH��
'HVSLWH� WKLV� FRQGLWLRQ� 7XUNH\� DQG� ,VUDHO� FRRSHUDWHG� VHFUHWO\� LQ� WKH� PLOLWDU\� DQG�
LQWHOOLJHQFH� VSKHUHV�� +RZHYHU�� LQ� 1RYHPEHU� ������ ZKHQ� WKH� .QHVVHW¶V� SDVVHG� WKH�
-HUXVDOHP� /DZ�� 7XUNH\� UHFDOOHG� LWV� PLQLVWHU� DQG� GRZQJUDGHG� UHODWLRQV� WR� WKH� OHYHO� RI�
VHFRQG�VHFUHWDU\��RQH�VWHS�VKRUW�RI�EUHDNLQJ�RII�GLSORPDWLF�UHODWLRQV�FRPSOHWHO\���� 7KXV�
XQWLO� WKH� ����V�� UHODWLRQV� ZHUH� V\PEROLF� PRUH� WKDQ� VXEVWDQWLYH���� +RZHYHU�� WKH�
UHODWLRQVKLS� EHFDPH� VXEVWDQWLDO� ZKHQ� 7XUNH\� XSJUDGHG� LWV� UHODWLRQV� ZLWK� ,VUDHO� WR�
DPEDVVDGRULDO�OHYHO�LQ�������
� 6RRQ� DIWHUZDUG�� WKH� UHODWLRQVKLS� KDV� PDGH� D� SURJUHVV� LQ� WKH� VSKHUHV� RI�
GLSORPDWLF�SROLWLFDO�� HFRQRPLF�� DQG� PRVW� LPSRUWDQWO\� PLOLWDU\�VHFXULW\�� ,Q� WKH�
GLSORPDWLF�SROLWLFDO� VSKHUH�� KLJK�OHYHO� FRQWDFWV� KDYH� RFFXUUHG�� VXFK� DV� YLVLWV� E\� WKH�
7XUNLVK� SUHVLGHQWV� DQG� ,VUDHOL� SUHVLGHQWV�� LQ� ZKLFK� PDQ\� LPSRUWDQW� DFFRUGV� DQG�
DJUHHPHQWV� ZHUH� VLJQHG�� 7KLV� GHYHORSPHQW� LQ� GLSORPDWLF� UHODWLRQV� OHG� WR� D� VLJQLILFDQW�
LPSURYHPHQW� LQ� HFRQRPLF� FR�RSHUDWLRQ� WKDW� LQFOXGHV� WKH� VHFWRUV� RI� WUDGH�� WRXULVP��
��� +DNDQ�0�� <DYX]� DQG� 0XMHHE� 5�� .KDQ�� ³7XUNLVK� )RUHLJQ� 3ROLF\� 7RZDUG� WKH� $UDE�,VUDHOL� &RQIOLFW��'XDOLW\�DQG�WKH�'HYHORSPHQW�������������´�$UDE�6WXGLHV�4XDUWHUO\�����QR����)DOO������������
���,VUDHOL��³7KH�7XUNLVK�,VUDHOL�2GG�&RXSOH�´�SDU�����
��� &HYLN�%LU�DQG�0DUWLQ�6KHUPDQ��³)RUPXOD�IRU�6WDELOLW\��7XUNH\�3OXV�,VUDHO�´�0LGGOH�(DVW�4XDUWHUO\����QR����)DOO������������



��

LQYHVWPHQW�� MRLQW� YHQWXUHV�� DQG� FR�RSHUDWLRQ� RQ� ZDWHU� DQG� HQHUJ\� LVVXHV�� ZKLFK�
PDQLIHVWHG� LWVHOI� WKURXJK� DJUHHPHQWV�� 7KH� PLOLWDU\�VHFXULW\� FR�RSHUDWLRQ� LQFOXGHV�
ZHDSRQU\� XSJUDGH�� KDUGZDUH� SXUFKDVH�� MRLQW� SURGXFWLRQ�� WUDLQLQJ�� DQG� LQWHOOLJHQFH�
VKDULQJ�� DOVR� PDQLIHVWHG� LWVHOI� WKURXJK� DJUHHPHQWV�� ZKLFK� DUH� WKH� IRFDO� SRLQW� RI� WKH�
UHODWLRQVKLS��7KLV�EXGGLQJ�DOOLDQFH�KDV�DOWHUHG�WKH�VWUDWHJLF�SRZHU�EDODQFH�LQ�WKH�RLO�ULFK�
0LGHDVW����

:KDW�ZHUH�WKH�UHDVRQV�IRU�WKH�GHHSHQHG�DQG�SXEOLFL]HG�7XUNLVK�,VUDHOL�UHODWLRQV"�
)LUVW�RI�DOO��ERWK�IRU�,VUDHO�DQG�7XUNH\�WKH�HQG�RI�WKH�&ROG�:DU�EURXJKW�FRQFHUQV�DERXW�
WKHLU�VWUDWHJLF� LPSRUWDQFH�LQ�WKH�QHZ�JDPH�RI�WKH�����V��:KHQ�LW�FRPHV�WR�,VUDHO�� WKHUH�
KDV�EHHQ�QR�IXQGDPHQWDO�FKDQJH�LQ�LWV�DWWLWXGH�WRZDUGV�7XUNH\��,VUDHO�KDV�DOZD\V�VRXJKW�
FORVHU�SDUWQHUVKLS�ZLWK�7XUNH\�EHFDXVH�RI� WKH� UHDVRQV� WKDW�%HQJLR� VWDWHV� DERYH� IRU� WKH�
LQLWLDWLRQ� RI� WKH� 3HULSKHUDO� DOOLDQFH�� ,W� ZDV� 7XUNH\� DQG� LWV� SROLWLFDO� HQYLURQPHQW� WKDW�
QHFHVVLWDWHG� 7XUNH\� WR� EH�PRUH� HDJHU� WR� GHHSHQ� WKH� UHODWLRQV�ZLWK� ,VUDHO��'DQLHO� 3LSHV�
RIIHUV� WKH� FRQFHSWV� RI� JHQHUDO� GLVSRVLWLRQ� DQG� SUDFWLFDO� QHHGV� WKDW� EURXJKW� 7XUNH\� DQG�
,VUDHO�WRJHWKHU�DV���

LQ�WKH�ILUVW�FDWHJRU\��7XUNV�UHPHPEHU�SDVW�WLHV�WR�-HZV��PDQ\�-HZV�H[SHOOHG�IURP�
6SDLQ� LQ������ IRXQG� UHIXJH� LQ�2WWRPDQ� ODQGV�� WKDQ� WKRVH� WR�$UDEV��7XUNH\� DQG�
,VUDHO�DOVR�VKDUH�D�FRPPRQ�VHQVH�RI�RWKHUQHVV�IURP�WKH�QRQ�GHPRFUDWLF�DQG�$UDE�
UHJLPHV� WKDW� GRPLQDWH� WKHLU� UHJLRQ�� WKH� 7XUNLVK�PLOLWDU\� DQG� WKH� VWDWH� RI� ,VUDHO�
VKDUH� D� XQLTXH� SROLWLFDO� SUHPLVH�� EHLQJ� WKH� UHJLRQ¶V� PRVW� SRZHUIXO�� DQWL�
IXQGDPHQWDOLVW� LQVWLWXWLRQV�� LQ� WKH� VHFRQG� FDWHJRU\�� 7XUNH\� KDV� XQUHVROYHG�
WHUULWRULDO� SUREOHPV� ZLWK� LWV� WZR� $UDE� QHLJKERUV�� ERWK� RI� WKHP� ORQJ�VWDQGLQJ�

��� 'DQLHO�3LSHV��³$�1HZ�$[LV��7KH�(PHUJLQJ�7XUNLVK�,VUDHOL�(QWHQWH�´�1DWLRQDO�,QWHUHVW�LVVXH�����:LQWHU�����������SDU������
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HQHPLHV�RI�,VUDHO��ZKLOH�*UHHN�&\SUXV�UHSUHVHQWV�D�VWDQGLQJ�SUREOHP�IRU�$QNDUD��
LWV� ZHOFRPH� IRU� YDULRXV� 3DOHVWLQLDQ� JURXSV� KDV� PDGH� LW� DOVR� D� FRQFHUQ� IRU�
-HUXVDOHP��DV�IRU�,UDQ��VLQFH�WKH�,VODPLF�5HYROXWLRQ�RI������LWV�UHJLPH�KDV�VRXJKW�
VLPXOWDQHRXVO\�WR�GHVWUR\�,VUDHO�DQG�WR�FUHDWH�DQ�,VODPLF�5HSXEOLF�RI�7XUNH\���
7KH�KLVWRULFDO�WLHV��FRPPRQ�LGHQWLWLHV��FRPPRQ�SROLWLFDO�SULQFLSOHV�DQG�FRPPRQ�

WKUHDWV�DUH�VXUHO\�LPSRUWDQW�PRWLYDWRUV�WR�HVWDEOLVK�D�FORVHU�UHODWLRQVKLS��+RZHYHU��LW�ZDV�
WKH�*XOI�:DU��WKH�2VOR�SHDFH�SURFHVV�DQG�WKH�QHZ�JHQHUDWLRQ�WKUHDWV�WKDW�RSHQHG�XS�WKH�
ZD\� IRU� 7XUNH\� DQG� ,VUDHO� WR� DOLJQ� QRW� MXVW� VHFUHWO\� LQ� WKH� PLOLWDU\� DQG� LQWHOOLJHQFH�
VSKHUHV�EXW� DOVR� LQ� WKH�GLSORPDWLF�DQG�HFRQRPLF� VSKHUHV��7KH�*XOI�:DU�E\� MRLQLQJ� WKH�
86�OHG�FRDOLWLRQ�LQ� WKH�FULVLV�KDV�DZDUGHG�7XUNH\�ZLWK�HQKDQFHG�VHFXULW\�VLQFH�WKH� ,UDT�
ZDV�ZHDNHQHG� DQG� WKH�$UDE� VWDWHV�ZHUH� IUDJPHQWHG� LQ� WKHLU� DSSURDFK� WR� WKH�ZDU�� 7KH�
2VOR� SHDFH� SURFHVV� KDV� UHPRYHG� WKH� JUHDWHVW� REVWDFOH� IRU� 7XUNH\� LQ� LWV� UHODWLRQV� ZLWK�
,VUDHO�� 7KH� LQLWLDWLRQ� RI� DQ� $UDE�,VUDHOL� 3HDFH� SURFHVV� UHPRYHG� FRPSOLFDWLRQV� GXH� WR�
7XUNLVK� SROLF\� RI� XQHDV\� EDODQFLQJ� EHWZHHQ� WKH� $UDE� FRXQWULHV� DQG� ,VUDHO� HVSHFLDOO\�
VLQFH�WKH�����V����,I�WKH�$UDEV�VDW�DW�WKH�VDPH�WDEOH�ZLWK�,VUDHOLV��WKHUH�ZDV�QR�UHDVRQ�IRU�
7XUNH\�WR�KHVLWDWH�LQ�GRLQJ�WKH�VDPH��
� 7KLV� GLYHUVLILHG� DOLJQPHQW� KDG� UHJLRQDO� LPSOLFDWLRQV�� VXFK� DV� HQKDQFHG�
GHWHUUHQFH��HQHUJ\�VHFXULW\��VWUHQJWKHQLQJ�WKH�SHDFH�SURFHVV��HWF��� WKDW�QRW�MXVW�EHQHILWHG�
WKH� WZR� FRXQWULHV� EXW� DOVR� WKH� 8QLWHG� 6WDWHV�� DQ� DOO\� RI� ERWK� 7XUNH\� DQG� ,VUDHO� IRU�
GHFDGHV��LQ�WHUPV�RI�VWUDWHJLF� LQWHUHVWV��$OWKRXJK�LW�ZDV�VWUHVVHG�PDQ\�WLPHV�E\�7XUNLVK�
DQG� ,VUDHOL� RIILFLDOV� WKDW� WKLV� DOLJQPHQW� ZDV� QRW� D� IRUPDO� PLOLWDU\� DOOLDQFH� DJDLQVW� DQ\�
WKLUG�SDUW\��WKH�VLJQLILFDQFH�RI�LW�FRXOG�QRW�EH�XQGHUHVWLPDWHG��$V�*HQFHU�g]FDQ�DQG�2IUD�
���3LSHV��³$�1HZ�$[LV�´�SDU�����������
��� 0HOLKD� $OWXQLVLN�� ³7KH� 7XUNLVK�,VUDHOL� 5DSSURFKHPHQW� LQ� WKH� 3RVW�&ROG� :DU� (UD�´�0LGGOH� (DVWHUQ�6WXGLHV�����QR����$SULO�������������
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%HQJLR�HPSKDVL]H���
2Q� WKH� IDFH� RI� LW�� WKHUH� ZDV� UHDOO\� QRWKLQJ� XQLTXH� RU� H[FHSWLRQDO� DERXW� WKH�
DJUHHPHQW� ZLWK� ,VUDHO�� VLQFH� 7XUNH\� KDG� VLJQHG� DJUHHPHQWV� PRUH� WKDQ� ���
FRXQWULHV�� KRZHYHU�� FORVHU� DQDO\VLV� ZRXOG� VKRZ� WKDW� LW� ZDV� XQLTXH� RQ� PDQ\�
DFFRXQWV��LQ�WHUPV�RI�GHSWK��YDULHW\�DQG�LQWHQVLW\����
$GGLWLRQDOO\�� WKLV� DOLJQPHQW� ZLWK� WKH� 8QLWHG� 6WDWHV¶� EOHVVLQJ�� LPSURYHG� HDFK�

FRXQWU\¶V�SRVLWLRQ� LQ� WKH�8QLWHG�6WDWHV��7KH�0LGGOH�(DVW�KDV�DOZD\V�EHHQ�DQ� LPSRUWDQW�
UHJLRQ�IRU� WKH�8QLWHG�6WDWHV��8QLWHG�6WDWHV� LQYROYHG�LQ� WKH�0LGGOH�(DVW�VWDUWHG�ZLWK� WKH�
SHULRG�EHWZHHQ�WZR�:RUOG�:DUV��ZKHQ�LWV�PDLQ�LQWHUHVW�ZDV�HFRQRPLF��WKH�TXHVW�IRU�RLO��
DQG�FRQWLQXHG�LQ�WKH�SHULRG�IURP�WKH�HQG�RI�WKH�:RUOG�:DU�,,�WR�WKH�HQG�RI�WKH�&ROG�:DU��
ZKHQ�LW�GLYHUVLILHG�LWV�WR�LQFOXGH�SROLWLFDO�DQG�LGHRORJLFDO�ILHOGV����

+RZHYHU��WKH�HQG�RI�WKH�&ROG�:DU�DQG�WKH�ELSRODU�V\VWHP�KDV�DOWHUHG�WKH�8QLWHG�
6WDWHV¶� SROLFLHV� WRZDUG� WKH� 0LGGOH� (DVW�� 7KH� GLVVROXWLRQ� RI� WKH� 6RYLHW� 8QLRQ� DQG� LWV�
ZLWKGUDZDO� IURP�WKH�0LGGOH�(DVW�KDV�JLYHQ� WKH�FKDQFH�RI�EHFRPLQJ�PRUH�DFWLYH� WR� WKH�
8QLWHG�6WDWHV��7KH�*XOI�:DU�DGGHG�\HW�DQRWKHU�GLPHQVLRQ��PLOLWDU\�VWUDWHJLF� LQWHUHVWV����
7KH�LQWHUHVWV�RI�WKH�8QLWHG�6WDWHV�LQ�WKH�0LGGOH�(DVW�DUH��RLO��SUROLIHUDWLRQ�RI�ZHDSRQV�RI�
PDVV� GHVWUXFWLRQ�� WHUURULVP�� VHFXULW\� RI� ,VUDHO�� WKH� $UDE�,VUDHOL� FRQIOLFW�� DQG�
GHPRFUDWL]DWLRQ��7KHVH� LQWHUHVWV� OHG� WR�D� UHJLRQDO�VWUDWHJ\��ZKLFK�EDVHG�RQ� WKUHH�SROLF\�
SLOODUV��GXDO�FRQWDLQPHQW�RI� ,UDT�DQG� ,UDQ��HQFRXUDJLQJ�DQG�$UDE�,VUDHOL�3HDFH�3URFHVV��
SURPRWLQJ� D� YLVLRQ� RI� D� PRUH� GHPRFUDWLF� DQG� SURVSHURXV� UHJLPH��LQVWHDG� RI� WU\LQJ� WR�
LQWURGXFH� GHPRFUDF\� WR� FRXQWULHV� UXOHG� E\� DXWKRULWDULDQ� DQG� WRWDOLWDULDQ� UHJLPHV�� WKH�
���2IUD�%HQJLR�DQG�*HQFHU�g]FDQ��³&KDQJLQJ�5HODWLRQV��7XUNLVK�,VUDHOL�$UDE�7ULDQJOH�´�3HUFHSWLRQV��-RXUQDO�RI�,QWHUQDWLRQDO�$IIDLUV����QR����0DUFK�0D\��������SDU�����KWWS���ZZZ�VDP�JRY�WU�SHUFHSWLRQV�9ROXPH��0DUFK�0D\�����9ROXPH9*HQFHU2]FDQ�SGI��
��� %HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ���
��� %HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ���



��

8QLWHG� 6WDWHV� VKLIWHG� LWV� SROLF\� WRZDUG� SURPRWLQJ� DOLJQPHQW� EHWZHHQ� WZR� VHOI�VW\OHG�
GHPRFUDFLHV�LQ�WKH�UHJLRQ��7XUNH\�DQG�,VUDHO���

,Q� WKLV�VHQVH�� WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�HPHUJHV�DV� WKH�PRVW�YDOXDEOH�RSWLRQ�
IRU� WKH� HIIHFWLYH�8�6�� SROLFLHV��7KHVH� WZR� SUR�86� DQG� VWDWXV� TXR�RULHQWHG� SRZHUV�ZLWK�
WKHLU�PLOLWDU\�PLJKW�� 7XUNH\�ZLWK� WKH� ODUJHVW�PLOLWDU\� IRUFH� LQ� WKH� DUHD� DQG� ,VUDHO� ZLWK�
DGYDQFHG�ZHDSRQV� DQG� WHFKQRORJLFDO� NQRZ�KRZ�� FKDQJHG� WKH� EDODQFH� RI� SRZHU� LQ� WKH�
UHJLRQ�� 7KH� 8QLWHG� 6WDWHV� SURYHG� WKH� VLJQLILFDQFH� RI� WKLV� DOLJQPHQW� WR� LWV� VWUDWHJLF�
LQWHUHVWV� E\� SDUWLFLSDWLQJ� LQ� WKH� MRLQW� QDYDO� H[HUFLVHV� DQG� MRLQW� DHULDO� H[HUFLVHV�EHWZHHQ�
WKH�7XUNLVK�DQG� ,VUDHOL�QDYLHV�DQG�DLU� IRUFHV�� DQG� LQWR� WKH� VWUDWHJLF�GLDORJXHV� WKDW�ZHUH�
KHOG�EHWZHHQ�7XUNLVK�DQG�,VUDHOL�KLJK�UDQNLQJ�RIILFHUV��
� 2YHUDOO�� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW� EHFDPH� WKH� PRVW� FUXFLDO� HYHQW� RI� WKH�
0LGGOH�(DVWHUQ�SROLWLFV�LQ�WKH�SRVW�&ROG�:DU�HUD�WKDW�KDV�EHHQ�WUDQVIRUPHG�LQWR�DQ�RSHQ�
DQG� EURDGHU� SDUWQHUVKLS� ZLWK� JURZLQJ� SROLWLFDO�� HFRQRPLF� DQG� FXOWXUDO� OLQNV� WKDW� KDG�
LPSRUWDQW� UHJLRQDO� LPSOLFDWLRQV� QRW� MXVW� IRU� 7XUNH\� DQG� ,VUDHO� EXW� WR� WKH�8QLWHG� 6WDWHV�
VLQFH�LW�DWWDFKHG�JUHDW� LPSRUWDQFH�WR�WKLV�SDUWQHUVKLS�LQ�WHUPV�RI�LWV�VWUDWHJLF�LQWHUHVWV�LQ�
WKH�JUHDWHU�0LGGOH�(DVW��
�

��� %HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �������
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&KDSWHU�7ZR�
� 7KH�'HWHUPLQDQWV�RI�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�
� 7KH�PLOLWDU\�DQG�LQWHOOLJHQFH�RULHQWHG�VHFUHW�3HULSKHUDO�$OOLDQFH�RI�WKH�����V�KDV�
WUDQVIRUPHG�LQWR�DQ�RSHQ�DQG�GHHSHQHG�DOLJQPHQW�WKDW�KDV�HYROYHG�QRW�MXVW�LQ�WKH�PLOLWDU\�
DQG� LQWHOOLJHQFH� VSKHUH� EXW� DOVR� LQ� WKH� SROLWLFDO�� HFRQRPLF� DQG� FXOWXUDO� VSKHUHV� LQ� WKH�
3RVW�&ROG� :DU� HUD�� :KDW� ZHUH� WKH� UHDVRQV� EHKLQG� 7XUNH\¶V� DQG� ,VUDHO¶V� DWWLWXGHV� WR�
WUDQVIRUP�WKHLU�SDUWQHUVKLS�LQWR�DQ�RSHQ�RQH�WKDW�UHDFKHG�EH\RQG�PLOLWDU\�DQG�LQWHOOLJHQFH�
FR�RSHUDWLRQ�LQ�WKH�����V"�$OWKRXJK�WKH�HQG�RI�WKH�&ROG�:DU�DQG�WKH�GLVVROXWLRQ�RI�WKH�
6RYLHW� 8QLRQ� KDYH� HOLPLQDWHG� WKH� H[SDQVLRQLVW� 6RYLHW� 8QLRQ� DQG� WKH� FRPPXQLVW�
LGHRORJ\��WKH�QHZ�HUD�KDV�EURXJKW�LWV�RZQ�FKDOOHQJHV��,Q�D�ZD\��WKH�FROODSVH�RI�WKH�(DVW�
KHUDOGHG� DQ� DOPRVW� VLPXOWDQHRXV� µFROODSVH¶� RI� WKH� :HVW� LQ� WHUPV� RI� QHZ� SRZHU�
DUUDQJHPHQWV�DQG�LQVWLWXWLRQDO� UHVWUXFWXULQJ����7KH�QHZ�UHDOLVW�JDPH�RI� WKH�����V�LQ� WKH�
JUHDWHU�0LGGOH�(DVW��ZKLFK�LQFOXGHV�0LGGOH�(DVW��&DVSLDQ�DQG�WKH�&DXFDVXV��DQG�&HQWUDO�
$VLD�� KDV� LQFUHDVHG� FRQFHUQV� LQ� 7XUNH\� DQG� ,VUDHO� DERXW� WKHLU� SODFH� LQ� WKLV� QHZ� HUD��
+RZHYHU�� ZLWK� WKH� RXWEUHDN� RI� WKH�*XOI� FULVLV� LQ� WKH�0LGGOH� (DVW�� LQ� FRQWUDVW� WR� RWKHU�
ZRUOG�UHJLRQV�ZKHUH�WKH�8665¶V�GHPLVH�GUDVWLFDOO\�LPSURYHG�WKH�LQWHUQDWLRQDO�VLWXDWLRQ��
UHPDLQV� D� ³]RQH� RI� WXUPRLO´� FKDUDFWHUL]HG� E\� FRQWLQXRXV� VHFXULW\� FKDOOHQJHV��� WKDW�
FKDQJHG� WKH� VHFXULW\� HQYLURQPHQW� RI� 7XUNH\� DQG� ,VUDHO�� ZKLFK� FUHDWHG� WKH� DSSURSULDWH�
FRQGLWLRQV� IRU� WKHP� WR� GHYHORS� WKHLU� UHODWLRQVKLS� LQWR� D� VWUDWHJLF� DOLJQPHQW�� ,Q� WKLV�
FRQWH[W��WKHUH�VKRXOG�EH�DQ�HYDOXDWLRQ�RI�WKH�PRWLYDWRUV�RI�7XUNH\�DQG�,VUDHO�VHSDUDWHO\��
7XUNH\¶V�0RWLYHV�
� ,Q� DGGLWLRQ� WR� UHJLRQDO� GHYHORSPHQWV�� WKHUH� DUH� VRPH� VSHFLILF� GHYHORSPHQWV�
���)RXVNDV��=RQHV�RI�&RQIOLFW� ����
���(IUDLP�,QEDU��³,VUDHO�6WUDWHJ\�´�0LGGOH�(DVW�5HYLHZ�RI�,QWHUQDWLRQDO�$IIDLUV��0(5,$�����QR����1RYHPEHU�����������
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EHORQJLQJ�WR�7XUNH\�WKDW�KDYH�DIIHFWHG�WKH�7XUNLVK�IRUHLJQ�SROLF\�EHKDYLRU�DQG�DWWLWXGH�
WRZDUGV� ,VUDHO� LQ� WKH� ����V��$V� VWDWHG� LQ� WKH� SUHYLRXV� FKDSWHU� WKH� KLVWRULFDO�PHPRULHV��
-HZV� WRRN� UHIXJH� LQ� 2WWRPDQ� (PSLUH�� FRPPRQ� LGHQWLWLHV� VXFK� DV� EHLQJ� QRQ�$UDE��
GHPRFUDWLF�DQG�:HVWHUQ�RULHQWHG��DQG�FRPPRQ�SROLWLFDO�SULQFLSOHV��WR�EHFRPH�SRZHUIXO�
LQ�DOO�DVSHFWV�WR�SUHYHQW�WKH�VWDWXV�TXR�KDV�EHHQ�RQH�RI�WKH�PRWLYDWRUV�LQ�7XUNLVK�DWWLWXGHV�
WRZDUGV� ,VUDHO�� 7KLV� VHQVH� RI� RWKHUQHVV� GHHSHQHG� LQ� WKH� ����¶V�ZKHQ� WKH�$UDE�0LGGOH�
(DVW�IDLOHG�WR�XQGHUJR�WKH�GHPRFUDWL]LQJ�WUDQVLWLRQ�H[SHULHQFHG�E\�WKH�6RYLHW�8QLRQ�DQG�
(DVWHUQ�(XURSH����

7KH�KLVWRULFDO�PHPRULHV�DQG�FRPPRQ� LGHQWLWLHV�DUH�VXUHO\� LPSRUWDQW� UHDVRQV� IRU�
EULQJLQJ�7XUNH\�DQG� ,VUDHO� WRJHWKHU�EXW� WKHUH� DUH� WZR�GHYHORSPHQWV� WKDW�QHHG� WKH�PRVW�
DWWHQWLRQ�WR�IXOO\�XQGHUVWDQG�WKH�UHDVRQV�EHKLQG�WKLV�UDSSURFKHPHQW��7KH�ILUVW�LV�WKH�*XOI�
:DU�WKDW�VWUHQJWKHQHG�WKH�SRVLWLRQ�RI�7XUNH\�YLV�j�YLV�WKH�KRVWLOH�$UDE�VWDWHV�E\�MRLQLQJ�
WKH�86�OHG�FRDOLWLRQ�IRUFHV��$V�D�UHVXOW�RI� WKH�*XOI�:DU�DQG�WKH�ZHDNHQLQJ�RI� WKH� ,UDTL�
DUP\��7XUNH\�IHOW�VHFXUH��HVSHFLDOO\�VLQFH�WKH�ZDU�OHIW�LQ�7XUNLVK�KDQGV�YDVW�DPRXQWV�RI�
$PHULFDQ�ZHDSRQV��LQFOXGLQJ�DUPRUHG�YHKLFOHV��ILJKWHU�DLUFUDIW��DQG�PLVVLOHV����6HFRQGO\��
WKH�2VOR�SHDFH�SURFHVV�WKDW�ZDV�VLJQHG�LQ������EHWZHHQ�WKH�,VUDHOLV�DQG�3DOHVWLQLDQV�KDV�
UHPRYHG�DQ�LPSRUWDQW�REVWDFOH�IRU�7XUNH\�LQ�LWV�UHODWLRQV�ZLWK�,VUDHO��7XUNH\�KDV�DOZD\V�
WULHG�WR�EH�QHXWUDO�WRZDUGV�WKH�$UDE�,VUDHOL�FRQIOLFW�EXW�IRU�UHDVRQV�PRUH�HPRWLRQDO�WKDQ�
UDWLRQDO�� WKH� 3DOHVWLQLDQ� FDXVH� HQMR\HG� DOPRVW� XQLYHUVDO� VXSSRUW� DPRQJ� WKH� 7XUNLVK�
FLWL]HQU\���� 7XUNH\¶V� IRUHLJQ� PLQLVWHU� 0�PWD]� 6R\VDO� LQVLVWHG� LQ� ODWH� ����� WKDW� ZKDW�
,VUDHO�FDOOV�WHUURULVP�LV�QRWKLQJ�EXW�WKH�3DOHVWLQLDQV�³WU\LQJ�WR�GHIHQG�WKHLU�ULJKWV�´��� =YL�

���:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�S�����
���,VUDHOL��³7KH�7XUNLVK�,VUDHOL�2GG�&RXSOH�´�SDU������
���,VUDHOL��³7KH�7XUNLVK�,VUDHOL�2GG�&RXSOH�´�SDU�����
���1DFKPDQL�TXRWHV�IURP�&XPKXUL\HW��1RY����������LQ�³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU������
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(OSHOHJ�� ,VUDHO¶V� DPEDVVDGRU� WR�$QNDUD� ����������� VWUHVVHG� WKDW� D� FULVLV� LQ� ,VUDHOL�$UDE�
UHODWLRQV�ZRXOG�QRW�HQWDLO�GHWHULRUDWLRQ�LQ�,VUDHOL�7XUNLVK�WLHV��EXW�D�GRZQWXUQ�LQ�UHODWLRQ�
WR�WKH�3DOHVWLQLDQV�ZRXOG����7KXV��WKH�2VOR�SHDFH�SURFHVV�RSHQHG�XS�WKH�ZD\�IRU�7XUNH\�
WR�GHYHORS�LWV�UHODWLRQV�ZLWK�,VUDHO���,I�WKH�$UDEV�VDW�DW�WKH�VDPH�WDEOH�ZLWK�,VUDHOLV��WKHUH�
ZDV�QR�UHDVRQ�IRU�7XUNH\�WR�KHVLWDWH�LQ�GRLQJ�WKH�VDPH���
� 7XUNH\� VWUHQJWKHQHG� LWV� SRVLWLRQ� YLV�j�YLV� WKH� $UDE� VWDWHV�� VLQFH� IROORZLQJ� WKH�
*XOI�:DU�DQG�WKH�2VOR�DFFRUGV�WKH�$UDEV�KDYH�ORVW�WKHLU�SROLWLFDO�DQG�HFRQRPLF�SRZHUV�
WKDW�WKH\�KDG�XVHG�RQ�7XUNH\�WR�IRUFH�LW�WR�GRZQJUDGH�LWV�UHODWLRQV�ZLWK�,VUDHO��+RZHYHU��
ZLWK�WKH�HQG�RI�WKH�&ROG�:DU�WKH�SRWHQWLDO�WKUHDWV�HPDQDWLQJ�IURP�WKH�0LGGOH�(DVW�KDYH�
JURZQ�HQRUPRXVO\��7KH�0LGGOH�(DVW� KDV� DOZD\V� EHHQ� D�SUREOHPDWLF� UHJLRQ� IRU�7XUNH\�
ZLWK�LWV�SRWHQWLDO�WKUHDWV�WR�LWV�WHUULWRULDO�XQLW\�DQG�VHFXULW\��7XUNH\�KDV�EHHQ�VXUURXQGHG�
E\�KRVWLOH�QHLJKERUV�WKDW�KDYH�WKUHDWHQHG�7XUNLVK�VHFXULW\�ZLWK�WHUULWRULDO�GLVSXWHV��ZDWHU�
LVVXHV��DQG�KRVWLQJ�DQG�VXSSRUWLQJ�WKH�WHUURULVW�RUJDQL]DWLRQV�RQ�WKHLU�ODQGV��ZKLFK�HDVHG�
WKH�ZD\�IRU�WKH�RUJDQL]DWLRQV¶�PLOLWDQWV�WR�LQILOWUDWH�LQWR�7XUNH\�IRU�WKHLU�DWWDFNV�EHFDXVH�
WKHVH�VWDWHV�VKDUH�D�ERUGHU�ZLWK�7XUNH\���
� )ROORZLQJ�WKH�*XOI�FULVLV�WKH�OHYHO�RI�WKUHDW�KDV�LQFUHDVHG�ZLWK�WKH�FRQFHSW�RI�QRQ�
FRQYHQWLRQDO�ZHDSRQV��&RXQWULHV�RQ�7XUNH\¶V�0LGGOH�(DVWHUQ�ERUGHUV�KDYH�VWRFNSLOHV�RI�
FKHPLFDO�DQG�ELRORJLFDO�ZHDSRQV�DQG�JURZLQJ�DUVHQDOV�RI�EDOOLVWLF�PLVVLOHV���� 7KH�SRVW�
&ROG�:DU�HQYLURQPHQW�KDV�DOVR�PDGH�WKH�DFTXLVLWLRQ�RI�WKHVH�ZHDSRQV�HDVLHU��5XVVLD�KDV�
EHFRPH� RQH� RI� WKH� PDLQ� VXSSOLHUV� RI� PDWHULDO� DQG� WHFKQRORJ\� WR� DJJUHVVLYH� 0LGGOH�
(DVWHUQ�VWDWHV�WR�IXOILOO�LWV�QHHG�HFRQRPLF�QHHGV��7KLV�RYHUDOO�KDV�UDLVHG�DQRWKHU�FRQFHUQ�
DERXW� WKH�SRVVLELOLW\�RI�XVDJH�RI� WKHVH�ZHDSRQV�E\�WHUURULVW�RUJDQL]DWLRQV�� �6RPH�7XUNV�
���$PLNDP�1DFKPDQL��7XUNH\��)DFLQJ�D�1HZ�0LOOHQQLXP��&RSLQJ�ZLWK�,QWHUWZLQHG�&RQIOLFWV��0DQFKHVWHU��0DQFKHVWHU�8QLYHUVLW\�3UHVV��������������
���.LEDUR÷OX��³7XUNH\�DQG�,VUDHO�6WUDWHJL]H�´�S�����



��

DUJXH�WKDW�,VUDHO¶V�QXFOHDU�FDSDELOLWLHV�ZHUH�WKH�GULYLQJ�IRUFH�EHKLQG�WKH�HIIRUWV�RI�6\ULD��
,UDT��DQG�,UDQ�WR�GHYHORS�QRQ�FRQYHQWLRQDO�FDSDELOLWLHV���� ,W�PD\�EH�WUXH�WKDW�WKHVH�VWDWHV�
KDYH�GHYHORSHG�WKHVH�ZHDSRQV�DJDLQVW�,VUDHO�EXW�QR�RQH�FDQ�HQVXUH� WKDW�WKH\�ZRXOG�QRW�
XVH� DJDLQVW� 7XUNH\� GXULQJ� D� FULVLV�� VLQFH� WKHUH� LV� KLVWRULFDO� UHFRUG� WKDW� WKH\� KDYH� XVHG�
DJDLQVW�RQH�DQRWKHU��
� $QRWKHU� IDFWRU� LV� WKH� 7XUNLVK�PLOLWDU\¶V� LQIOXHQFH� LQ� WKH� IRUHLJQ� SROLF\�PDNLQJ�
SURFHVV�LQ�WKH�����V��7KH�PRVW�VWULNLQJ�IHDWXUH�RI��7XUNH\¶V�IRUHLJQ�DQG�VHFXULW\�SROLF\�
PDNLQJ� LQ� WKH� ����V�� HVSHFLDOO\� LQ� WKH� ODWWHU� KDOI� RI� WKH� GHFDGH�� ZDV� WKH� PLOLWDU\¶V�
HVWDEOLVKPHQW¶V�HQODUJHPHQW�RI� LWV�GH� IDFWR�DQG�GH� MXUH�DXWKRULW\�YLV�j�YLV� WKH�SROLWLFDO�
FLYLO�DXWKRULWLHV�LQ�WKHVH�GRPDLQV����$OWKRXJK�FLYLO�DXWKRULWLHV�KDG�JDLQHG�FRQWURO�RYHU�WKH�
JRYHUQDQFH��WKH�PLOLWDU\� WKURXJK�WKH�1DWLRQDO�6HFXULW\�&RXQFLO�KDV�FRQWLQXHG�WR�FRQWURO�
WKH�GHFLVLRQ�PDNLQJ�SURFHVV�RQ�WZR�LPSRUWDQW�LQWHUQDO�SUREOHPV��.XUGLVK�VHSDUDWLVP�DQG�
SROLWLFDO�,VODP��WKDW�KDYH�EHHQ�UHFHLYLQJ�VXSSRUW�IURP�KRVWLOH�QHLJKERUV���
� 7KH�7XUNLVK�PLOLWDU\� EHOLHYHG� WKDW�7XUNH\¶V� LQWHUQDO� DQG� H[WHUQDO� SUREOHPV� KDG�
EHFRPH� VR� LQWHUWZLQHG�� DQG� GHYHORSPHQWV� WRXFKHG� RQ� WKH�PLOLWDU\�VHFXULW\� VSKHUH� WKDW�
RQO\�PLOLWDU\�LQYROYHPHQW�FRXOG�ILQG�VROXWLRQV����7KH�1DWLRQDO�6HFXULW\�'RFXPHQW��������
VWDWHG�WKDW�.XUGLVK�VHSDUDWLVP�WKDW�UHFHLYHV�LWV�VRXUFHV�IURP�7XUNH\¶V�VRXWKHUQ�QHLJKERUV��
6\ULD�� ,UDQ�� *UHHFH� HWF«� KDV� WDNHQ� WKH� SODFH� RI� 6RYLHW� H[SDQVLRQLVP� DV� WKH� SULPDU\�
WKUHDW���� 7KH� ����� GRFXPHQW� VWDWHG� WKDW� SROLWLFDO� UHDFWLRQ� WRJHWKHU� ZLWK� WKH� 3..�
WHUURULVP�KDV�EHFRPH�D�SULPDU\� WKUHDW� WKDW� DOVR� UHFHLYHV� VXSSRUW� IURP�QHLJKERUV����7KH�

���.LEDUR÷OX��³7XUNH\�DQG�,VUDHO�6WUDWHJL]H�´�S�����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����
���6HUQXU�6��2��<DVVÕND\D��7�UNL\H�øVUDLO�øúELUOL÷LQLQ�6ÕQÕUODUÕ²6L\DVL�YH�(NRQRPLN�6RQXoODUÕ�%DNÕPÕQGDQ�øVWDQEXO��<ÕOGÕ]�7HFKQLFDO�8QLYHUVW\��3XEOLVKHG�PDVWHU�WKHVLV��������S����
���<DVVÕND\D��7�UNL\H�øVUDLO�øúELUOL÷LQLQ�6ÕQÕUODUÕ� S�����



��

GHHS�VHDWHG�FRQQHFWLRQ�EHWZHHQ� LQWHUQDO�DQG�H[WHUQDO� WKUHDWV�KDV�PRWLYDWHG� WKH�PLOLWDU\�
WR� EHFRPH�PRUH� DFWLYH� LQ� WKH� SROLF\�PDNLQJ� SURFHVV� EHFDXVH� DOO� WKHVH� SUREOHPV� KDYH�
RFFXUUHG�GXULQJ�D�SHULRG�RI�SROLWLFDO�LQVWDELOLW\��7KHUH�ZDV�WKH�SUREOHP�RI�JRYHUQPHQWDO�
LQVWDELOLW\�� IURP������ WR������PDQ\�FRDOLWLRQ�JRYHUQPHQWV�ZHUH� IRUPHG��ZKLFK� IRU� WKH�
PLOLWDU\�ODFNHG�HIIHFWLYH�OHDGHUVKLS�RU�ZHUH�GDQJHURXV�JRYHUQPHQWV�WR�WKH�VHFXODU�V\VWHP�
WKDW�ZRXOG�QRW�EH�DEOH� WR�SHUIRUP�HIILFLHQW�SROLFLHV� WR�VHFXUH�7XUNLVK�QDWLRQDO�VHFXULW\��
7KXV�� PLOLWDU\� LQFUHDVHG� LWV� LQIOXHQFH� LQ� IRUHLJQ� SROLF\� PDNLQJ�� DQG� VXSSRUWHG� WKH�
GHYHORSPHQW�RI�FORVH�WLHV�ZLWK�D�VWURQJ�VWDWH�OLNH�,VUDHO�WKDW�VKDUHV�FRPPRQ�WKUHDWV�ZLWK�
7XUNH\����
� $Q� DGGLWLRQDO� IDFWRU� WKDW� PRWLYDWHG� WKH� 7XUNLVK� PLOLWDU\� LV� WKH� PRGHUQL]DWLRQ�
UHTXLUHPHQWV� RI� WKH� DUP\�� 7KH� *XOI� :DU� ILUVW� KLJKOLJKWHG� WKH� VKRUW�FRPLQJV� RI� WKH�
7XUNLVK�DUP\�FRPSDUHG�WR�VRSKLVWLFDWHG�WHFKQLTXHV�RI�WKH�DOOLHV�LQ�WKH�ILHOGV�RI�HOHFWURQLF�
ZDUIDUH�� PLG�DLU� UHIXHOLQJ�� DQG� QLJKW� DLU� FRPEDW�� DQG� VHFRQGO\�� WKH� ZDU� HQODUJHG� WKH�
VSHFWUXP� RI� WKUHDWV� HPDQDWLQJ� IURP� WKH� 0LGGOH� (DVW�� PRVW� LPSRUWDQWO\�� WKH� VXGGHQ�
HPHUJHQFH� RI� QRQ�FRQYHQWLRQDO� ZHDSRQV²LQ� SDUWLFXODU� WKH� ORQJ�UDQJH� EDOOLVWLF�
PLVVLOHV²DJDLQVW�ZKLFK�WKH�7XUNLVK�DUP\�KDG�QR�GHIHQVH����7XUNH\�KDV�EHHQ�VXEMHFWHG�WR�
FULWLFLVPV� IURP� WKH� 8QLWHG� 6WDWHV� DQG� WKH� (XURSHDQ� 8QLRQ� LQ� LWV� SROLFLHV� WRZDUGV� WKH�
.XUGV�WKDW�UHVXOWHG�DV�GHOD\V�LQ�WKH�GHOLYHU\�RI�PLOLWDU\�HTXLSPHQW�DQG�HYHQ�HPEDUJRV��,Q�
UHDFWLRQ� WR� $QNDUD¶V� DXWKRULWDULDQLVP�� PDQ\� (XURSHDQ� FRXQWULHV� LPSRVHG� D� VWULFW�
HPEDUJR�RQ�VDOHV�RI�PLOLWDU\�HTXLSPHQW�WR�7XUNH\����$OVR�&RQJUHVV�LQ�:DVKLQJWRQ�ZDV�
LQWHUPLWWHQWO\�SODFLQJ�D�FRQGLWLRQ�RI� WKH�VDOH�RI�DUPV� WR�7XUNH\�RQ� WKH� LPSURYHPHQW�RI�

���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
���gPHU�7DúSÕQDU��³:KDW�QH[W�IRU�7XUNLVK�,VUDHOL�UHODWLRQV"´�'DLO\�7LPHV� -DQXDU\�����������KWWS���ZZZ�GDLO\WLPHV�FRP�SN�GHIDXOW�DVS"SDJH VWRU\B���������BSJ�B��



��

KXPDQ�ULJKWV�WKHUH���� ,Q�WKLV�UHVSHFW��7XUNH\��HVSHFLDOO\�WKH�7XUNLVK�PLOLWDU\��IDYRUHG�DQ�
DOLJQPHQW�ZLWK�,VUDHO�EHFDXVH�RI�WKH�UHSXWDWLRQ�RI�,VUDHO�ZLWK� LWV�DGYDQFHG�ZHDSRQV�DQG�
WHFKQRORJLFDO�NQRZ�KRZ�� ,VUDHO¶V�RZQ�GHIHQVH� LQGXVWU\�RIIHUHG�7XUNH\� DQG�RSSRUWXQLW\�
WR� GLYHUVLI\� LWV�PLOLWDU\� GHSHQGHQFH� EH\RQG� WKH�8QLWHG�6WDWHV�ZLWKRXW� KDYLQJ� WR�ZRUU\�
DERXW� SROLWLFDO� VWULQJV� EHLQJ� DWWDFKHG� E\� &RQJUHVV���� 7XUNH\� DOVR� UHDOL]HG� WKDW�
HVWDEOLVKLQJ�FORVHU�UHODWLRQV�ZLWK�,VUDHO�ZRXOG�VWUHQJWKHQ�LWV�SRVLWLRQ�LQ�WKH�8QLWHG�6WDWHV�
WKURXJK� $PHULFDQ� -HZLVK� OREE\� DV� D� FRXQWHUEDODQFH� WR� *UHHN� DQG� $UPHQLDQ� OREELHV��
7KHUH� DUH�� RI� FRXUVH�� OLPLWV� WR� ZKDW� $PHULFDQ� -HZV� FDQ� GR� IRU� 7XUNH\�� KRZHYHU�� WKH�
7XUNV�DUH�QRZ�PRUH�OLNHO\�WR�UHFHLYH�D�IDYRUDEOH�KHDULQJ�LQ�&RQJUHVV����

)LQDOO\�� WKH� QHZ� RSSRUWXQLWLHV� LQ� &HQWUDO� $VLD� KDYH� EURXJKW� 7XUNH\� FORVHU� WR�
,VUDHO�VLQFH�ERWK�VKDUHV�FRPPRQ�VWUDWHJLF� LQWHUHVWV� LQ� WKH� UHJLRQ��7XUNH\�KDV�ZDQWHG� WR�
HQKDQFH� LWV� UHJLRQDO� LQIOXHQFH� LQ� WKLV� HQHUJ\�ULFK� UHJLRQ�EHFDXVH�RI�SROLWLFDO�� HFRQRPLF�
DQG�VWUDWHJLF�LQWHUHVWV��,VUDHO�KDV�HVWDEOLVKHG�JRRG�GLSORPDWLF�DQG�HFRQRPLF�UHODWLRQV�ZLWK�
WKH�QHZ�UHSXEOLFV��7KHUH� LV�KRSH�WKDW�DFWLYLVP�RI�ERWK�FRXQWULHV�VHSDUDWHO\�DQG�E\�MRLQW�
YHQWXUHV�LQ�WKH�UHJLRQ�ZRXOG�SXOO�WKH�UHSXEOLFV�WR�WKH�SUR�86�VLGH��ZKLFK�ZRXOG�SUHYHQW�
,VODPLF�PRYHPHQWV�EDFNHG�E\�,UDQ��DQG�5XVVLDQ�LQIOXHQFH�LQ�WKH�UHJLRQ��7KXV��LW�ZRXOG�
VHFXUH�WKH�HQHUJ\�URXWHV�WKDW�7XUNH\�KDV�EHHQ�DPRQJ�WKH�PDLQ�SOD\HUV�ZLWK�LWV�SURMHFW�RI�
%DNX�&H\KDQ�SLSHOLQH��

:LWK�WKH�LPSDFW�RI�DOO�WKH�FLUFXPVWDQFHV�WKDW�KDYH�EHHQ�H[SODLQHG�DERYH�FKDQJHG�
WKH�VHFXULW\�HQYLURQPHQW�RI�7XUNH\��DQG�HQDEOHG�7XUNH\�WR�UHJDLQ�LWV�VWUDWHJLF�LPSRUWDQFH�
DQG�PRGLI\�LWV�IRUHLJQ�SROLFLHV��HVSHFLDOO\�WRZDUG�,VUDHO�EHFDXVH�RI�FRPPRQ�WKUHDWV�DQG�

���1DFKPDQL��7XUNH\��)DFLQJ�D�1HZ�0LOOHQQLXP� ����
���:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�S�����
���'RY�:D[PDQ��³7XUNH\�DQG�,VUDHO��$�1HZ�%DODQFH�RI�3RZHU�LQ�WKH�0LGGOH�(DVW�´�7KH�:DVKLQJWRQ�4XDUWHUO\�����QR����:LQWHU��������S������



��

VWUDWHJLF�LQWHUHVWV�DQG�,VUDHO¶V�FDSDFLW\�RI�VRSKLVWLFDWHG�ZHDSRQV�DQG�WHFKQRORJLFDO�NQRZ�
KRZ���
,VUDHO¶V�0RWLYHV�
� 7KH�GHYHORSPHQWV�LQ�WKH�LQWHUQDWLRQDO�V\VWHP�DQG�LQ�WKH�0LGGOH�(DVW�ZLWK�WKH�HQG�
RI� WKH� &ROG� :DU� DQG� VXSHUSRZHU� FRQIOLFW� LQ� WKH� 0LGGOH� (DVW� FKDQJHG� WKH� VHFXULW\�
HQYLURQPHQW�RI�,VUDHO��5HJDUGLQJ�,VUDHO¶V�QDWLRQDO�VHFXULW\��ZKLOH�WKH�FKDQFHV�IRU�D�ODUJH�
VFDOH�FRQYHQWLRQDO�ZDU�ZHUH�ORZHU�WKDQ�LQ�WKH�SDVW��,VUDHO�VWLOO�IDFHG�H[LVWHQWLDO�WKUHDWV����,�
� 6RPH� FRPPHQWDWRUV� KDYH� VXJJHVWHG� WKDW� LW� ZDV� 7XUNH\� WKDW� DSSURDFKHG� ,VUDHO�
VHHNLQJ�UDSSURFKHPHQW��EXW�HYHQ�LI�VR��WKHUH�ZDV�QR�GRXEW�WKDW�,VUDHO�UHVSRQGHG�SURPSWO\�
EHFDXVH�RI� LWV�RZQ�PRWLYHV���� 0RUHRYHU�� ,VUDHO�KDV�DOZD\V�VRXJKW�FORVHU� UHODWLRQV�ZLWK�
7XUNH\�� EXW� WKH� 8QLWHG� 6WDWHV¶� LQWHUHVWV� GXULQJ� WKH� &ROG� :DU� DQG� 7XUNH\¶V� LQWHUQDO�
VLWXDWLRQ� DV� VWDWHG� LQ� WKH� SUHYLRXV� FKDSWHU� KDV� GLVDEOHG� WKH� FKDQFHV� IRU� DQ� RSHQ� DQG�
GHYHORSHG� DOLJQPHQW� WKDW� LQFOXGHV�FR�RSHUDWLRQ�QRW� MXVW� LQ� WKH�PLOLWDU\� DQG� LQWHOOLJHQFH�
VSKHUH�EXW�DOVR�LQ�WKH�SROLWLFDO��HFRQRPLF�DQG�FXOWXUDO�VSKHUHV����

+RZHYHU�� WKH� LQWHUQDWLRQDO� V\VWHP� DQG� UHJLRQDO� GHYHORSPHQWV� LQ� WKH� SRVW�&ROG�
:DU�HUD�KDV�HQDEOHG� ,VUDHO� WR� UHJDLQ� LWV� VWUDWHJLF� LPSRUWDQFH�� DQG�GHYHORS�DQ�RSHQ�DQG�
GHHSHQHG�DOLJQPHQW�ZLWK�7XUNH\��7KH�PRVW�VLJQLILFDQW�FKDQJH�LQ�WKH�LQWHUQDWLRQDO�V\VWHP�
ZDV�ZLWK�WKH�HQG�RI�ELSRODU�V\VWHP�WKH�8QLWHG�6WDWHV�KDV�EHFRPH�WKH�KHJHPRQLF�SRZHU��
7KLV� KDV� EHQHILWHG� ,VUDHO� ZLWK� EHLQJ� RQ� WKH� ZLQQLQJ� VLGH� RI� WKH� &ROG� :DU�� DQG�
VWUHQJWKHQHG�LWV�SRVLWLRQ�YLV�j�YLV�WKH�$UDE�FRXQWULHV��7KH�$UDE�FRXQWULHV�ZHUH�ZHDNHQHG�
E\� WKH� FROODSVH� RI� WKH� 6RYLHW� 8QLRQ� WKDW� WKH� $UDEV� QR� ORQJHU� KDG� WKH� EDFNLQJ� RI� D�
VXSHUSRZHU�� ZKLFK� WKXV� OLPLWHG� WKHLU� PLOLWDU\� DQG� GLSORPDWLF� RSWLRQV� YHUVXV� ,VUDHO��
���(IUDLP�,QEDU��³,VUDHO¶V�6WUDWHJLF�(QYLURQPHQW�LQ�WKH�����V�´�7KH�-RXUQDO�RI�6WUDWHJLF�6WXGLHV�����QR����0DUFK������������
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

PRUHRYHU�� WKH� PRVW� YLFLRXVO\� DQWL�,VUDHO� FRXQWULHV� LQ� WKH� 0LGGOH� (DVW�� ,UDT� DQG� ,UDQ��
EHFDPH�WKH�HQHPLHV�RI�WKH�86�DQG�VXEMHFW�WR�$PHULFDQ�VDQFWLRQV����,Q�DGGLWLRQ��WKH�QHZ�
RSSRUWXQLWLHV� LQ� &HQWUDO� $VLD�� HQHUJ\� UHVRXUFHV�� ZHDNHQHG� WKH� YDOXH� RI� RLO� SURGXFLQJ�
$UDE�FRXQWULHV�WKDW�UHVXOWHG�LQ�ORZHU�RLO�SULFHV��*XOI�:DU�DOVR�DIIHFWHG�WKH�SROLWLFDO�PRRG�
LQ� WKH� UHJLRQ� WKDW� HPSKDVL]HG� WKH� $PHULFDQ� GRPLQDQFH� DQG� DOORZHG� IRU� WKH� HYROYLQJ�
SHDFH� SURFHVV� EHWZHHQ� ,VUDHO� DQG� LWV� QHLJKERUV�� ZKLFK� VLJQLILFDQWO\� DPHOLRUDWHG� WKH�
LQWHUQDWLRQDO�FLUFXPVWDQFHV�LQ�ZKLFK�,VUDHO�RSHUDWHG����

&RQWUDU\�WR�WKHVH�SRVLWLYH�GHYHORSPHQWV��WKH�*XOI�:DU�KDV�EURXJKW�QHZ�FRQFHUQV�
IRU�,VUDHO�DERXW�LWV�VWUDWHJLF�LPSRUWDQFH�WR�WKH�8QLWHG�6WDWHV��7KH�8QLWHG�6WDWHV�UHTXHVWHG�
IURP�,VUDHO�QRW�WR�WDNH�SUH�HPSWLYH�RU�UHWDOLDWRU\�DFWLRQV�DJDLQVW�,UDT�IROORZLQJ�WKH�,UDTL�
PLVVLOH�DWWDFNV�RQ�,VUDHO��7KXV��,VUDHO�GLG�QRW�MRLQ�WKH�86�OHG�FRDOLWLRQ�IRUFHV�DQG�OHW�WKH�
8QLWHG�6WDWHV� WR�SURWHFW� LWV�RZQ�QDWLRQDO�VHFXULW\�GXULQJ�WKH�ZDU��7KH�$PHULFDQ�PRWLYH�
ZDV�DOVR�FOHDU��WR�SUHYHQW�WKH�FROODSVH�RI�WKH�DQWL�,UDT�FRDOLWLRQ�DQG�WKH�GULIWLQJ�DZD\�RI�
LWV�$UDE�SDUWQHUV�WR�WKH�,UDTL�FDPS�VKRXOG�WKH�ZDU�VSLOO�RYHU�LQWR�DQ�,UDT�,VUDHO�FRQIOLFW����
+RZHYHU�� WKLV�VLWXDWLRQ� OHG� WR� WKH�SHUFHSWLRQV� WKDW� WKH�VWUDWHJLF� LPSRUWDQFH�RI� ,VUDHO� IRU�
WKH�8QLWHG�6WDWHV�GHFOLQHG��7KH�*XOI�:DU�³SURYHG´�WKDW� WKH�8QLWHG�6WDWHV�FRXOG�IRUP�D�
ZLGH� FRDOLWLRQ�� ZDJH� D� ZDU� DQG� SURWHFW� LWV� LQWHUHVWV� PXFK� EHWWHU� ZLWKRXW� ,VUDHO¶V�
SDUWLFLSDWLRQ� WKDQ�ZLWK� LW���� ,Q� WKLV� FRQWH[W�� ,VUDHO�ZDV� HDJHU� WR�GHYHORS� FORVHU� UHODWLRQV�
ZLWK� 7XUNH\� EHFDXVH� LW� EHOLHYHG� WKDW� FORVHU� UHODWLRQV� ZLWK� 7XUNH\� ZRXOG� HQKDQFH� LWV�
LPSRUWDQFH�WR� WKH�8QLWHG�6WDWHV��VLQFH�7XUNH\�MRLQHG�WKH�86�OHG�FRDOLWLRQ�IRUFHV�GXULQJ�
WKH�*XOI�:DU��DQG�KDV�EHFRPH�D�UHOLDEOH�DOO\�LQ�WKH�SRVW�&ROG�:DU�HUD��0RUHRYHU��,VUDHO�

���,QEDU��³,VUDHO¶V�6WUDWHJLF�(QYLURQPHQW�LQ�WKH�����V�´�����
���,QEDU��³,VUDHO¶V�6WUDWHJLF�(QYLURQPHQW�LQ�WKH�����V�´�����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

EHOLHYHG� WKDW� D� FORVHU� UHODWLRQ�ZLWK� D� FRXQWU\� OLNH� 7XUNH\� WKDW� KDV� WKH� ODUJHVW�PLOLWDU\��
:HVWHUQ�RULHQWHG�� DQG�KDV�D�PDMRULW\�RI�0XVOLP�SRSXODWLRQ��ZRXOG� HQKDQFH� WKH�8QLWHG�
6WDWHV¶�SRVLWLRQ�LQ�WKH�UHJLRQ�DQG�VWUDWHJLF�LQWHUHVWV���
� 7KH� *XOI� :DU� KDV� DOVR� EURXJKW� LWV� RZQ� FKDOOHQJHV� WKDW� HQIRUFHG� ,VUDHO� WR�
UHFRQVLGHU� LWV� QDWLRQDO� VHFXULW\�� 7KH� HQG� RI� WKH� ELSRODU� V\VWHP� DQG� WKH� *XOI� :DU� KDV�
FKDQJHG� WKH� QDWXUH� RI� WKUHDW�� 7KH�*XOI� FRQIOLFW� HVWDEOLVKHG� WKH�PLVVLOH� WKUHDW� DV� D� NH\�
FRQFHUQ� IRU� WKH� ,VUDHOL�SXEOLF����7KH� H[SDQVLRQ�RI� DUVHQDOV�RI�EDOOLVWLF�PLVVLOHV�� DQG� WKH�
DFTXLVLWLRQ�RI�6FXG�PLVVLOHV��ZKLFK�FRVWV�OLWWOH�WR�SURGXFH��KDV�LQFUHDVHG�,VUDHO¶V�FRQFHUQV�
RYHU� LWV� QDWLRQDO� VHFXULW\���� 7KH� QHZ� LQWHUQDWLRQDO� V\VWHP� PDNHV� LW� HDV\� IRU� $UDE�
FRXQWULHV� WR� DFTXLUH� DGYDQFHG� ZHDSRQV� DQG� WHFKQRORJLHV� IRU� ZHDSRQV� RI� PDVV�
GHVWUXFWLRQ��0RVFRZ¶V�GHVSHUDWH�QHHG�IRU�KDUG�FXUUHQF\�OHG�LW�WR�DJJUHVVLYH�PDUNHWLQJ�RI�
LWV�ODWHVW�DUPV�DQG�LWV�QHZ��DQG�WKH�0LGGOH�(DVW�ZDV�WKH�ODUJHVW�DUPV�LPSRUW�PDUNHW����

,Q� WKLV� VHQVH�� ,QEDU� XVHV� WKH� FRQFHSWV� RI� LQQHU� DQG� RXWHU� ULQJ� WR� H[SODLQ� WKH�
UHJLRQDO� HQYLURQPHQW�RI� ,VUDHO�� DQG�KRZ� LWV� VHFXULW\� LV� FKDOOHQJHG�E\� QRQ�FRQYHQWLRQDO�
ZHDSRQV���7KH�RXWHU�ULQJ�FRQVLVWV�RI�0LGGOH�(DVWHUQ�FRXQWULHV�WKDW�GR�QRW�KDYH�D�ERUGHU�
ZLWK� ,VUDHO�� � 7KHVH� FRXQWULHV� DUH� HVSHFLDOO\� ,UDT� DQG� ,UDQ� WKDW� KDV� WKUHDWHQHG� ,VUDHO¶V�
VHFXULW\� ZLWK� VLPLODU� RU� GLIIHULQJ� ZD\V� VXFK� DV� VXSSRUWLQJ� DQWL�,VUDHO� WHUURULVW� JURXSV��
ORQJ�UDQJH�PLVVLOHV��FKHPLFDO�ZHDSRQV�DQG�QXFOHDU�SURJUDPV��7KH�LQQHU�ULQJ�FRQVLVWV�RI�
WKH�0LGGOH�(DVWHUQ�VWDWHV�WKDW�KDYH�D�ERUGHU�ZLWK�,VUDHO��,Q�WKLV�DUHD�6\ULD�HPHUJHV�DV�WKH�
PRVW�SUREOHPDWLF�FRXQWU\� WR� ,VUDHO¶V�VHFXULW\�ZLWK� LWV�� WHUULWRULDO�FODLPV��VXSSRUW� WR�DQWL�
,VUDHOL� WHUURULVW� RUJDQL]DWLRQV� DQG�PLVVLOHV��7KH� WKUHDW� RI� EHLQJ�KLW� E\�QRQ�FRQYHQWLRQDO�

���-RQDWKDQ�0DUFXV��³,VUDHO¶V�'HIHQVH�3ROLF\�DW�D�6WUDWHJLF�&URVVURDGV�´��7KH�:DVKLQJWRQ�4XDUWHUO\�����QR����:LQWHU������������
���*HQFHU�g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P��*�YHQOL÷LQ�gWHVL���øVWDQEXO��7(6(9��������������
���,QEDU��³,VUDHO�6WUDWHJ\�´����



��

ZHDSRQV��ZKLFK�QDPHG�DV�³WKUHDW�EH\RQG�WKH�KRUL]RQ�´�GXULQJ�D�FULVLV�KDV�EHFRPH�WKH�WRS�
SULRULW\� IRU� WKH� ,VUDHOL�'HIHQFH� )RUFHV�� ,VUDHO� DOVR� UHDOL]HG� WKDW� WKH�PHWKRGV� WKDW� LW� KDG�
XVHG�EHIRUH�DJDLQVW�WKHVH�WKUHDWV�ZRXOG�QRW�EH�IXQFWLRQDO�DQ\PRUH�EHFDXVH�VLQFH�,VUDHO¶V�
DWWDFN� RQ� ,UDT¶V�2VLUHN� QXFOHDU� UHDFWRU� LQ� -XO\� ������ DQG� WKH�*XOI�:DU� H[SHULHQFH� KDV�
IRUFHG�WKHVH�DJJUHVVLYH�VWDWHV�WR�WDNH�PHDVXUHV�WR�SUHYHQW�WKHLU�PLVVLOH�V\VWHPV����7KXV��
WKLV� UHJLRQDO� GHYHORSPHQW� KDV� QHFHVVLWDWHG� ,VUDHO� GHYHORS� FORVHU� UHODWLRQV�ZLWK�7XUNH\��
7KH� UHSRUW� WLWOHG� DV� ³$� 1HZ� ,VUDHOL� 6WUDWHJ\� 7RZDUG� ����´� ZDV� SXEOLVKHG� E\� WKH�
$PHULFDQ�(QWHUSULVH�,QVWLWXWH�LQ������VWDWHV�WKDW�,VUDHO�VKRXOG�DGRSW�SROLFLHV�RI�WUDGLWLRQDO�
µEDODQFH�RI�SRZHU¶�UDWKHU�WKDQ�µFRPSUHKHQVLYH�SHDFH¶��DQG�ZRUN�FORVHO\�ZLWK�7XUNH\�DQG�
-RUGRQ�WR�FRQWDLQ�WKH�SRVVLEOH�WKUHDWV����

8QGHU� WKHVH� FLUFXPVWDQFHV�� ,VUDHO� KDV� VWDUWHG� WR� EXLOG�PLVVLOH� GHIHQFH� V\VWHPV�
ZLWK�WKH�8QLWHG�6WDWHV��7KH�HDUO\�ZDUQLQJ�V\VWHP�LV�RQH�RI�WKH�HIIHFWLYH�GHIHQFH�SURMHFWV�
WR�SUHYHQW�PLVVLOH�DWWDFNV��+RZHYHU��WKH�HDUO\�ZDUQLQJ�V\VWHPV�PXVW�EH�VWDWLRQHG�DV�FORVH�
DV�SRVVLEOH�WR�WKH�PLVVLOH�ODXQFKLQJ�VLWHV�WR�JHW�HIIHFWLYH�UHVXOWV��)URP�WKLV�SRLQW�RI�YLHZ��
,VUDHO�ODFNV�WKH�FDSDFLW\�EHFDXVH�RI�LWV�JHRJUDSKLFDO�ORFDWLRQ��7KLV�VLWXDWLRQ�ZRXOG�HYHQ�
EHFRPH� PRUH� XUJHQW� EHFDXVH� LI� WKH� SHDFH� SURFHVV� ZRXOG� VXFFHHG�� ,VUDHO� ZRXOG� EH�
H[SHFWHG� WR� UHWXUQ� WKH�RFFXSLHG� WHUULWRULHV�RI�*RODQ�+HLJKWV� WR�6\ULD�� D�GLYHVWPHQW� WKDW�
ZRXOG�KDYH�VHULRXVO\�UHVWULFWHG�LWV�VWUDWHJLF�DQG�PLOLWDU\�PDQHXYHUDELOLW\����

7KXV��7XUNH\¶V� JHRJUDSKLF� ORFDWLRQ� WKDW� KDV� D� ERUGHU�ZLWK� ,UDT�� ,UDQ� DQG�6\ULD��
FRXOG�SURYLGH�,VUDHO�ZLWK�VWUDWHJLF�DQG�PLOLWDU\�PDQHXYHUDELOLW\��,VUDHO�FRXOG�XVH�7XUNLVK�
VSDFH�WR�VWDWLRQ�HDUO\�ZDUQLQJ�V\VWHPV���,VUDHO�FRXOG�DOVR�WDNH�DGYDQWDJH�RI�7XUNLVK�VSDFH�
GXULQJ� D� FULVLV� IRU� WKH� SXUSRVHV� RI�� ,VUDHO�PLJKW� FRPH� WR� 7XUNH\�ZLWK� D� UHTXHVW� WR� IO\�
���g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ���������
���g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

WKURXJK� 7XUNLVK� DLU� VSDFH� WR� GHOLYHU� SUHHPSWLYH� RU� SUHYHQWLYH� VWULNHV� DJDLQVW� EDOOLVWLF�
PLVVLOH� ODXQFKLQJ�VLWHV��PRUHRYHU��EHFDXVH� ,VUDHO� LV�VR�VPDOO�� LW�QHHGV�RIIVKRUH�VWUDWHJLF�
GHSWK�WR�VXVWDLQ�D�FUHGLEOH�DQG�VHFXUH�VHFRQG�VWULNH�FDSDELOLW\����

7KH� ODVW� IDFWRU� WKDW� PRWLYDWHG� ,VUDHO� IRU� FORVHU� UHODWLRQV� ZLWK� 7XUNH\� LV� WKH�
FRPPRQ�LQWHUHVWV�LQ�&HQWUDO�$VLD�7XUNH\�WRRN�DGYDQWDJH�RI�FRPPRQ�HWKQLF�DQG�FXOWXUDO�
WLHV�WR�H[SDQG�LWV�UHODWLRQV�ZLWK�WKH�QHZ�UHSXEOLFV�RI�&HQWUDO�$VLD��,Q�DGGLWLRQ��7XUNH\�KDV�
DOVR�EHFRPH�DQ�DFWLYH�SOD\HU�LQ�WKH�FRQVWUXFWLRQ�RI�SLSHOLQHV²%DNX�&H\KDQ�SLSHOLQH²
WKDW�ZRXOG�WUDQVSRUW�&DVSLDQ�RLO�DQG�JDV�WR�:HVWHUQ�PDUNHWV��7KHUHIRUH��,VUDHO�KRSHG�WKDW�
WKURXJK� FORVHU� WLHV� ZLWK� 7XUNH\�� LW� ZRXOG� HQKDQFH� LWV� DFWLYLWLHV� LQ� WKLV� VWUDWHJLFDOO\�
LPSRUWDQW�UHJLRQ��%\�MRLQW�YHQWXUHV�LW�ZDV�KRSHG�WKDW�WKH�UHJLRQ¶V�QHZ�UHSXEOLFV�ZRXOG�EH�
SXOOHG�WR�WKH�SUR�86�VLGH��ZKLFK�ZRXOG�SUHYHQW�,VODPLF�PRYHPHQWV�EDFNHG�E\�,UDQ���

2YHUDOO�� UHJLRQDO� GHYHORSPHQWV� DQG� LQWHUQDO� GHYHORSPHQWV� WKDW� DUH� SHFXOLDU� WR�
7XUNH\� DQG� ,VUDHO� KDYH� FKDQJHG� WKH� VHFXULW\� HQYLURQPHQWV� RI� ERWK� FRXQWULHV� WKDW�
QHFHVVLWDWHG�WKHP�WR�IRUP�DQ�DOLJQPHQW�EDVHG�RQ�FRPPRQ�WKUHDWV�DQG�LQWHUHVWV��
6WUDWHJLF�&RQFHUQV�
� 7KH�VWUDWHJLF�FRQFHUQV�RI�7XUNH\� DQG� ,VUDHO� DUH��6\ULD�� ,UDQ�� ,UDT�� UDGLFDO� ,VODP��
ZHDSRQV�RI�PDVV�GHVWUXFWLRQ�DQG�&HQWUDO�$VLD���
6\ULD�DQG�:0'

7XUNH\�DQG�,VUDHO�VKDUHG�VLPLODU�TXDUUHOV�ZLWK�6\ULD�WKDW�DUH��WHUULWRULDO�DQG�ZDWHU�
LVVXHV��6\ULDµV�VXSSRUW�RI�WHUURULVW�RUJDQL]DWLRQV��DQG�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ��,Q�WKH�
FRQWH[W�RI�WHUULWRULDO�TXDUUHO��IURP�7XUNH\��WKH�6\ULDQV�FODLP�WKDW�+DWD\�GLVWULFW��KDQGHG�WR�
7XUNH\� LQ� ����� E\� PDQGDWRU\� SRZHU� )UDQFH�� DQG� IURP� ,VUDHO�� WKH\� FODLP� WKH� *RODQ�
+HLJKWV�� ORVW� WR� ,VUDHO� LQ� WKH� ����� ZDU��D� WHUULWRU\� WR� ZKLFK� LW� DVFULEHV� JUHDW� VWUDWHJLF�
���.LEDUR÷OX��³7XUNH\�DQG�,VUDHO�6WUDWHJL]H�´�S�����
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LPSRUWDQFH����7KH� ULVLQJ�RI� SRSXODWLRQV� DQG� HFRQRPLF�SODQV� LQ� WKH�����V� LQFUHDVHG� WKH�
GHPDQG� IRU� ZDWHU�� 6\ULD� DQG� 7XUNH\� KDG� QR� DJUHHPHQW� RQ� D� FRPPRQ� ZDWHU� SROLF\��
7XUNH\�FRQWUROV�WKH�XSSHU�SDUW�RI�WKH�(XSKUDWHV��6\ULD�ZDV�GLVVDWLVILHG�ZLWK�WKH�DPRXQW�RI�
ZDWHU�LW�UHFHLYHG�WKDW�LW�DUJXHG�WKDW�ZDWHUV�VKRXOG�EH�VKDUHG�DFFRUGLQJ�WR�D�PDWKHPDWLFDO�
IRUPXOD�� EDVHG� RQ� WKH� WRWDO� IORZ� RI� WKH� ULYHU� DQG� HDFK� FRXQWU\¶V� GHPDQGV���� 6\ULD¶V�
FRQFHUQ� ZDV� HYHQ� LQFUHDVHG� PRUH� ZLWK� 7XUNH\¶V� 6RXWKHDVWHUQ� $QDWROLD� 3URMHFW�� *$3��
+HLQ]�.UDPHU� VWDWHV� WKDW�*$3�ZLWK� LWV� WZHQW\�WZR� GDPV�� QLQHWHHQ� K\GURSRZHU� SODQWV��
DQG�������NLORPHWHUV�RI�LUULJDWLRQ�FKDQQHOV��LW�LV�LQWHQGHG�WR�FKDQJH�WKH�HFRQRPLF�DQG�WKH�
VRFLDO�IDEULF�RI�QLQH�XQGHUGHYHORSHG�SURYLQFHV�LQ�WKH�UHJLRQ��ZKLFK�LQ�LWV�ILQDO�VWDJH�ZLOO�
UHGXFH� WKH� (XSKUDWHV� IORZ� E\� ��� WR� ��� SHUFHQW���� 2Q� WKH� RWKHU� KDQG�� WKH� WHUULWRU\� WKDW�
6\ULD�GHPDQGHG�IURP�,VUDHO�LV�VWUDWHJLFDOO\�LPSRUWDQW�EHFDXVH�6\ULD�FRXOG�JDLQ�DFFHVV�WR�
LPSRUWDQW�ZDWHU�DUHDV��-RUGRQ�5LYHU��*DOLOHH�/DNH�DQG�,VUDHO¶V�ZDWHU�UHVHUYRLU��
� 6\ULD�DOVR�VXSSRUWHG�DQG�KRVWHG�WKH�WHUURULVW�RUJDQL]DWLRQV�WKDW�KDYH�EHHQ�FDXVLQJ�
SUREOHPV� WR� WKH� 7XUNH\¶V� DQG� ,VUDHO¶V� QDWLRQDO� VHFXULWLHV�� ,Q� WHUPV� RI� 7XUNH\�� 6\ULD�
VXSSRUWHG�WKH�3..�ZLWK�DLG��SHUPLWWHG�WKH�WHUURULVW�RUJDQL]DWLRQ�FDPSV�RQ�LWV�ODQGV��DQG�
KRVWHG�WKH�OHDGHU�RI�WKH�WHUURULVW�JURXS�$EGXOODK�gFDODQ��6\ULD�DOVR�VXSSRUWHG�DQG�KRVWHG�
VRPH�3DOHVWLQLDQ�RUJDQL]DWLRQV��+DPDV��WKH�3DOHVWLQLDQ�3RSXODU�)URQWV��DQG�,VODPLF�-LKDG��
6\ULD�DOVR�FRQWUROOHG�WKH�IORZ�RI�PLOLWDU\�HTXLSPHQW�WR�/HEDQHVH�JURXS��+L]EROODK��DQG�WR�
D JUHDW�H[WHQW�FDOLEUDWHV�LWV�RSHUDWLRQV�LQ�/HEDQRQ����

$QRWKHU�SUREOHP�IDFLQJ�7XUNH\�DQG�,VUDHO�LV�6\ULD¶V�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ��
$OWKRXJK�LQ�WKH�ILUVW�SDUWV�RI�WKH�GHFDGH�7XUNH\�KDG�QR�FRQFHUQ�DERXW�:0'�EHFDXVH�RI�
���(IUDLP�,QEDU��7XUNH\�LQ�:RUOG�3ROLWLFV��$Q�(PHUJLQJ�0XOWLUHJLRQDO�3RZHU� HG��%DUU\�5XELQ�DQG�.HPDO�.LULVFL��,VWDQEXO��%RJD]LFL�8QLYHUVLW\�3UHVV��������������
���+DOH��7XUNLVK�)RUHLJQ�3ROLF\����������� �����
���.UDPHU��$ &KDQJLQJ�7XUNH\� �����
���,QEDU��7XUNH\�LQ�:RUOG�3ROLWLFV�������



��

WKH� VXSSRUW� LW� ZDV� JHWWLQJ� IURP� 1$72� DJDLQVW� DQ\� VWULNHV�� D� GUDPDWLF� LQFUHDVH� LQ� WKH�
QXPEHUV�RI�:0'�FKDQJHG�7XUNH\¶V�DWWLWXGH��2Q�WKH�RWKHU�KDQG��,VUDHO�KDG�EHHQ�KLW�E\�
PLVVLOHV�EHIRUH��6\ULD�HVWLPDWHG�WR�KDG�DURXQG�RQH�KXQGUHG�6FXG�&�PLVVLOHV��ZKLFK�KDG�D�
UDQJH�RI�RYHU�����NLORPHWHUV�DQG�FRXOG�UHDFK�WDUJHWV�LQ�,VUDHO�DV�IDU�DV�VRXWK�DV�'LPRQD��
DV�ZHOO�DV�VRPH�WZR�KXQGUHGV�6FXG�%V��ZLWK�D�����NLORPHWHUV�UDQJH��ZKLFK�FRXOG�VWULNH�
7HO�$YLY�DQG�,VUDHO¶V�PDLQ�SRSXODWLRQ�FHQWHU�DORQJ�WKH�FRDVWDO�VWULS����
,UDQ��5DGLFDO�,VODP�DQG�:0'

7KH� FRPPRQ� FRQFHUQV� UHJDUGLQJ� ,UDQ� DUH�� WKH� FKDOOHQJHV� RI� UDGLFDO� ,VODP� DQG�
:0'��7XUNH\�ZDV�YHU\�IHDUIXO�RI� UDGLFDO�,VODP�WKDW�PLJKW�SXW�VHFXODULVP�LQ�GDQJHU�E\�
WKH� ,VODPLVW� JURXSV¶� DFWLYLWLHV� LQ� 7XUNH\� ZLWK� WKH� EDFNLQJ� RI� ,UDQ�� 7XUNLVK� VHFXULW\�
DXWKRULWLHV�KDYH�UHSHDWHGO\�VWDWHG�WKDW�WKH\�FRXOG�SURYH�,UDQLDQ�DWWHPSWV�WR�XQGHUPLQH�WKH�
VHFXODU�RUGHU�RI�7XUNH\�YLD�IXUWKHULQJ�,VODPLVW�SURSDJDQGD�DQG�HYHQ�WUDLQLQJ�DQG�VXSSRUW�
RI�,VODPLVW�WHUURULVW�RUJDQL]DWLRQV�LQ�7XUNH\�VXFK�DV�WKH�+L]EROODK���� ,VUDHO�DOVR�VKDUH�WKH�
IHDU�RI�UDGLFDO�,VODP�DV��³RQ�WKH�WKHRORJLFDO�JURXQGV��0XVOLP�H[WUHPLVWV�RSSRVH�WKH�YHU\�
H[LVWHQFH�RI� D� -HZLVK� VWDWH�� DQG� DFW�� RIWHQ�YLROHQWO\�� DJDLQVW� WKH�SHDFH�SURFHVV�EHWZHHQ�
$UDEV�DQG�,VUDHOLV����

$QRWKHU� WKUHDW� LV� WKH� VXSSRUW� RI� ,UDQ� WR� 3..�� +DPDV� DQG� +L]EROODK�� 7XUNH\�
DFFXVHG� ,UDQ�QRW� WDNLQJ� HVVHQWLDO� VWHSV� WRZDUG� WKH�3..� WKDW� KDG�EDVHV�RQ� WKH�7XUNLVK�
,UDQLDQ�ERUGHU��,Q�WHUPV�RI�,VUDHO��,UDQ��SDUWO\�WKURXJK�LWV�RZQ�PLOLWDU\�XQLWV�LQ�/HEDQRQ��
VXSSRUWV�,VODPLF�JURXSV�ZDJLQJ�ORZ�LQWHQVLW\�FRQIOLFWV�DJDLQVW�,VUDHO¶V�QRUWKHUQ�ERUGHU��
� 7KH�PRVW� FUXFLDO� WKUHDW� UHJDUGLQJ� ,UDQ� LV�:0'��%RWK� 7XUNH\� DQG� ,VUDHO� UDLVHG�
FRQFHUQV�DERXW�,UDQ¶V�GHYHORSPHQWV�RI�PLVVLOHV�DQG�:0'��,UDQ�KDG�VXFFHVVIXOO\�WHVWHG�D�
���0DUFXV��³,VUDHO¶V�'HIHQVH�3ROLF\�DW�D�6WUDWHJLF�&URVVURDGV�´�����
���.UDPHU��$ &KDQJLQJ�7XUNH\� ���������
���,QEDU��7XUNH\�LQ�:RUOG�3ROLWLFV� �����
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PHGLXP�UDQJH� PLVVLOH�� &KHKDE� ��� WKDW� FRXOG� KLW� WDUJHWV� XS� WR� ������ NLORPHWHUV� DZD\��
EULQJLQJ�DOO� ,VUDHO� DQG�7XUNH\�ZLWKLQ� UDQJH���� ,VUDHO� DOVR�DFFXVHG� ,UDQ�RI�FRQWLQXLQJ� LWV�
DWWHPSW�WR�DFTXLUH�QXFOHDU�ZHDSRQV��
� /DVWO\��DV�VWDWHG�EHIRUH��ERWK�7XUNH\�DQG�,VUDHO�KDYH�EHHQ�LQWHUHVWHG�LQ�H[SORLWLQJ�
WKH� QHZ� RSSRUWXQLWLHV� LQ�&HQWUDO�$VLD��+RZHYHU�� WKH\� IDFHG� WKH� FRPSHWLWLRQ� RI� ,UDQ� LQ�
&HQWUDO�$VLD�WKURXJK�VSRQVRULQJ�,VODPLF�UHYROXWLRQ�DQG�HVWDEOLVKLQJ�FORVHU�WLHV��
,UDT�DQG�:0'

7KH�PDLQ�WKUHDW�IURP�,UDT�WR�7XUNH\�ZDV�IURP�1RUWKHUQ� ,UDT�ZKHUH�WKH�.XUGLVK�
PDMRULW\�KDG�WKH�FRQWURO��DQG�WKH�3..�GHSOR\HG�LWV�FDPSV��7KH�SUREOHP�KDV�UDLVHG�PRUH�
ZLWK� WKH� EHJLQQLQJ� RI� WKH�*XOI�:DU�� 7KH� HVWDEOLVKPHQW� RI� WKH� VDIH� KDYHQ� VRXWK� RI� WKH�
7XUNLVK�,UDTL�ERUGHU�DQG�WKH�ODUJHU�QR�IO\�]RQH�QRUWK�RI�WKH���WK�SDUDOOHO�XQGHU�WKH�DHJLV�
RI�WKH�DOOLHG�2SHUDWLRQ�3URYLGH�&RPIRUW��� DQG�WKH�FODVK�EHWZHHQ�WKH�WZR�.XUGLVK�JURXSV��
WKH� .XUGLVWDQ� 'HPRFUDWLF� 3DUW\� �.'3�� RI� 0DVVRXG� %DU]DQL� DQG� -DODO� 7DODEDQL¶V� WKH�
3DWULRWLF� 8QLRQ� RI� .XUGLVWDQ� �38.��� IRU� WKH� FRQWURO� RI� SRZHU� DQG� WHUULWRU\� FUHDWHG� D�
SRZHU� YDFXXP�� ZKLFK� VWUHQJWKHQHG� WKH� 3..�� $W� WKH� VDPH� WLPH� SURVSHFWV� RI�
GLVLQWHJUDWLRQ�DQG�HVWDEOLVKPHQW�RI�D�.XUGLVK�VWDWH�LQ�,UDT�ZHUH�UHJDUGHG�XQDFFHSWDEOH�IRU�
7XUNH\�VLQFH�WKLV�ZRXOG�JLYH�D�QHZ�PRPHQWXP�WR�WKH�3..����

)RU� ,VUDHO� WKH� GHFDGH� VWDUWHG� ZLWK� DQ� ,UDTL� WKUHDW� WR� EXUQ� KDOI� RI� ,VUDHO� ZLWK�
FKHPLFDO� ZHDSRQV� �$SULO� ������� IROORZHG� E\� DQ� DWWHPSW� RI� 6DGGDP� +XVVHLQ� WR� JDLQ�
UHJLRQDO� KHJHPRQ\� E\� FRQTXHULQJ�.XZDLW� DQG� LWV� ULFKHV� LQ�$XJXVW� ��������$OVR� ,VUDHO�
KDG�EHHQ�WKH�WDUJHW�RI�WKH�,UDTL�PLVVLOH�DWWDFNV�GXULQJ�WKH�*XOI�:DU��ZKLFK�IXUWKHUHG�WKH�

���0DUFXV��³,VUDHO¶V�'HIHQVH�3ROLF\�DW�D�6WUDWHJLF�&URVVURDGV�´�����
���.UDPHU��$ &KDQJLQJ�7XUNH\� �����
���$OWXQLVLN��³7KH�7XUNLVK�,VUDHOL�5DSSURFKHPHQW�LQ�WKH�3RVW�&ROG�:DU�(UD�´������
���,QEDU��³,VUDHO¶V�6WUDWHJLF�(QYLURQPHQW�LQ�WKH�����V�´�����



��

WKUHDW�RI�D�SRVVLEOH�,UDTL�PLVVLOH�DWWDFN�LQ�WKH�IXWXUH�WR�,VUDHOL�ODQGV��,QEDU�DOVR�VWDWHV�WKDW�
,UDT�ZDV�VXFFHVVIXO�LQ�GHI\LQJ�WKH�8QLWHG�1DWLRQV�6SHFLDO�&RPPLVVLRQ�RQ�'LVDUPDPHQW�
�816&20�� UHJLPH� DQG� VWLOO� KDG� D� IRUPLGDEOH� VWRFNSLOH� RI� ZHDSRQV�� ZKLFK� LQFOXGHG�
ORQJ�UDQJH� PLVVLOHV�� FKHPLFDO� ZHDSRQV�� ELRORJLFDO� DJHQWV� DQG� FRPSRQHQWV� IRU� QXFOHDU�
ZHDSRQV����
&HQWUDO�$VLD

7KH�FRQFHSW�RI�WKH�JUHDWHU�0LGGOH�(DVW�KDV�VWDUWHG�WR�GRPLQDWH�WKH�JHR�SROLWLFV�RI�
WKH�SRVW�&ROG�:DU�HUD��ZKLFK�VWDUWHG�WR�LQFOXGH�WKH�&HQWUDO�$VLD��7KH�QHZ�RSSRUWXQLWLHV�
LQ�&HQWUDO�$VLD�DWWUDFWHG�ERWK�7XUNH\�DQG�,VUDHO�DV�RWKHU�VWDWHV���
� 7XUNH\�WRRN�DGYDQWDJH�RI�FRPPRQ�HWKQLF�DQG�FXOWXUDO�WLHV�WR�H[SDQG�LWV�UHODWLRQV�
ZLWK�WKH�QHZ�UHSXEOLFV�RI�&HQWUDO�$VLD��DQG�HQKDQFH�LWV�UHJLRQDO�LQIOXHQFH�LQ�WKLV�VWUDWHJLF�
UHJLRQ�� 3ROLWLFDO�� HFRQRPLF� DQG� VWUDWHJLF� IDFWRUV� KDYH� FRPH� WR� SOD\� D� SDUW� LQ� 7XUNH\¶V�
SROLFLHV�WRZDUG�WKH�UHJLRQ��7XUNH\�EHOLHYHG�WKDW�FORVHU�WLHV�ZLWK�WKH�QHZ�UHSXEOLFV�ZRXOG�
RIIHU�7XUNH\�QHZ�HFRQRPLF� DQG�EXVLQHVV�RSSRUWXQLWLHV� WKDW� FRXOG�EHQHILW� WKH�FRXQWU\¶V�
H[SRUW�RULHQWHG�VWUDWHJ\����$GGLWLRQDOO\��7XUNH\¶V�JURZLQJ�HFRQRP\�LQFUHDVHG�WKH�HQHUJ\�
GHPDQGV�WKDW�&HQWUDO�$VLD�ZLWK�LWV�HQRUPRXV�HQHUJ\�UHVRXUFHV�ZRXOG�EH�DEOH�WR�IXOILOO�LWV�
GHPDQGV��DQG�ORZHU�LWV�GHSHQGHQFH�RQ�5XVVLD��3ROLWLFDOO\��5XVVLD��,UDQ�DQG�7XUNH\�ZHUH�
FRPSHWLQJ� IRU� UHJLRQDO� LQIOXHQFH�� 7XUNH\�ZLWK� WKH� VXSSRUW� RI� WKH�:HVW�� HVSHFLDOO\� WKH�
8QLWHG� 6WDWHV�� ZKR� UHSUHVHQWHG� 7XUNH\� DV� D� PRGHO� IRU� WKH� QHZ� UHSXEOLFV�� HVWDEOLVKHG�
JRRG�GLSORPDWLF�UHODWLRQV� WR�SUHYHQW� WKH� ,VODPLF�PRYHPHQWV�EDFNHG�E\� ,UDQ�WR�PDNH�DQ�
LQIOXHQFH��DQG�WR�ZHDNHQ�5XVVLDQ�LQIOXHQFH�LQ�WKH�UHJLRQ��6WUDWHJLFDOO\��7XUNLVK�RIILFLDOV�
EHOLHYHG� WKDW�7XUNH\¶V� HPHUJHQFH�DV� WKH�FHQWUDO� OLQN� LQ� WKH�SURSRVHG�(DVW�:HVW� HQHUJ\�

���,QEDU��³,VUDHO¶V�6WUDWHJLF�(QYLURQPHQW�LQ�WKH�����V�´�����
���6D\DUL��³7XUNLVK�)RUHLJQ�3ROLF\�LQ�WKH�3RVW�&ROG�:DU�(UD�´������
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FRUULGRU� IRU� WKH� H[SRUW� RI� &DVSLDQ� JDV� DQG� RLO� WR� :HVWHUQ� PDUNHWV� ZRXOG� HQKDQFH� LWV�
VWUDWHJLF�LPSRUWDQFH����

,Q� WKLV� UHJDUG�� LQ� ������ WKH� 7XUNLVK� 3HWUROHXP� &RPSDQ\� �73&�� MRLQHG� D�
FRQVRUWLXP�RI�RLO�FRPSDQLHV�DQG�WKH�JRYHUQPHQW�RI�$]HUEDLMDQ��$,2&��WKDW�ZDV�IRUPHG�
WR� H[WUDFW� RLO� IURP� WKH�&DVSLDQ� ILHOG� LQ�ZKLFK�73&�GLG�KROG������SHUFHQW� HTXLW\� LQ� WKH�
$2,&����7XUNH\�DOVR�WULHG�WR�EHFRPH�DQ�DFWLYH�SOD\HU�LQ�WKH�FRQVWUXFWLRQ�RI�SLSHOLQHV�WKDW�
ZRXOG�WUDQVSRUW�&DVSLDQ�RLO�DQG�JDV�WR�:HVWHUQ�PDUNHWV��,Q�WKLV�FRQWH[W��7XUNH\�SURMHFWHG�
WKH�%DNX�&H\KDQ�SLSHOLQH�WR�WUDQVSRUW�WKH�$]HUL�RLO�WR�:HVW�IURP�7XUNH\��
� ,VUDHO�VKDUHG�VLPLODU�VWUDWHJLF�LQWHUHVWV�ZLWK�7XUNH\��7KH�UROH�,VUDHO�KDG�DVVXPHG�
LQ� WKH� 0LGGOH� YLV�j�YLV� WKH� 6RYLHW� 8QLRQ� ZDV� QR� ORQJHU� YDOLG�� WKXV�� ,VUDHO� KDV� EHHQ�
SURPSWHG� WR� DWWHPSW� WR� FDUYH� RXW� D� QHZ� VHFXULW\� QLFKH���� ,VUDHO� HVWDEOLVKHG� JRRG�
GLSORPDWLF�DQG�HFRQRPLF� UHODWLRQV�ZLWK� WKH�QHZ� UHSXEOLFV�� ,VUDHO� DQG� ,VUDHOL� FRPSDQLHV�
VLJQHG�VRPH�YHU\�LPSRUWDQW�DJUHHPHQWV�ZLWK�WKH�UHSXEOLFV��ZKLFK�DUH��,Q�)HEUXDU\�������
DQ� ,VUDHOL� GHOHJDWH� WUDYHOHG� WR� 7DMLNLVWDQ� DQG� VLJQHG� DQ� DJUHHPHQW� IRU� WKH� WUDQVIHUDO� RI�
,VUDHOL�H[SHUWLVH�LQ�DJULFXOWXUH�DQG�WKH�H[SORLWDWLRQ�RI�7DMLN�FUXGH�RLO��LQ�6HSWHPEHU�������
,VUDHO¶V� %HWD� 6KLWD� FRPSDQ\� VLJQHG� DQ� DJUHHPHQW� IRU� WKH� FRQVWUXFWLRQ� RI� D� KLJK�
WHFKQRORJ\� LUULJDWLRQ� VFKHPH� LQ� WKH� $QGH]KDQ� UHJLRQ� LQ� 8]EHNLVWDQ�� ,VUDHO� LV� DOVR�
LQYROYHG� LQ� D� ����� PLOOLRQ� LUULJDWLRQ� SURMHFW� DQG� D� VFKHPH� WR� EXLOG� D� JDV� SLSHOLQH� WR�
7XUNH\�IURP�7XUNPHQLVWDQ���� ,VUDHO�DOVR�WULHG�WR�HVWDEOLVK�JRRG�GLSORPDWLF�UHODWLRQV�ZLWK�
WKH�QHZ�UHSXEOLFV�WR�SUHYHQW�,UDQLDQ�LQIOXHQFH�LQ�WKH�UHJLRQ��ZKLFK�PLJKW�HQDEOHG�,UDQ�WR�
KDYH� DFFHVV� WR�QXFOHDU�ZHDSRQV� DQG� WHFKQRORJ\�RI� WKH�&HQWUDO�$VLDQ� UHSXEOLFV��/DVWO\��

���6D\DUL��³7XUNLVK�)RUHLJQ�3ROLF\�LQ�WKH�3RVW�&ROG�:DU�(UD�´������
���6D\DUL��³7XUNLVK�)RUHLJQ�3ROLF\�LQ�WKH�3RVW�&ROG�:DU�(UD�´������
���%XOHQW�$UDV��7KH�1HZ�*HRSROLWLFV�RI�(XUDVLD�DQG�7XUNH\¶V�3RVLWLRQ��/RQGRQ��)UDQN�&DVV�������������
���$UDV��7KH�1HZ�*HRSROLWLFV�RI�(XUDVLD�DQG�7XUNH\¶V�3RVLWLRQ� �������
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,VUDHO�ZDV�D�VXSSRUWHU�RI�%DNX�&HK\DQ�SURMHFW��1HWDQ\DKX�VDLG��³:H�DUH�LQYROYHG�LQ�WKLV�
SURMHFW«�,W�ZLOO�HQDEOH�XV�WR�EX\�RLO�DW�D�PXFK�ORZHU�SULFH�´���

���$UDV��7KH�1HZ�*HRSROLWLFV�RI�(XUDVLD�DQG�7XUNH\¶V�3RVLWLRQ� ����
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&KDSWHU�7KUHH�
� ([SDQGLQJ�7LHV�EHWZHHQ�7XUNH\�DQG�,VUDHO�
� 7KH� HQG� RI� WKH�&ROG�:DU� DQG� GLVVROXWLRQ� RI� WKH� 6RYLHW�8QLRQ� KDV� FKDQJHG� WKH�
SRZHU�V\VWHP�WKDW�KDV�EURXJKW�VRPH�GRPHVWLF�DQG�UHJLRQDO�GHYHORSPHQWV�LQ�7XUNLVK�DQG�
,VUDHOL� VHFXULW\� HQYLURQPHQW�� ZKLFK� QHFHVVLWDWHG� WKHP� WR� GHYHORS� WKHLU� UHODWLRQV� LQ� WKH�
SRVW�&ROG�:DU�HUD��7KH�7XUNLVK�,VUDHOL�DOLJQPHQW�KDG�HYROYHG�EDVHG�RQ�FRPPRQ�WKUHDW�
SHUFHSWLRQV� DQG� VWUDWHJLF� LQWHUHVWV�� +RZHYHU�� WKH� UHODWLRQV� ZHUH� QRW� OLPLWHG� WR� WKH�
PLOLWDU\�VWUDWHJLF�VSKHUH��EXW�FDPH�WR�HQFRPSDVV�YDULRXV�SROLWLFDO��HFRQRPLF��DQG�FXOWXUDO�
ILHOGV�� SUREDEO\� LQIOXHQFHG� WKHLU� QDWXUH�� GXUDELOLW\� DQG� VWUHQJWK���� 7KH� 7XUNLVK�,VUDHOL�
DOLJQPHQW�ZLOO� EH� HYDOXDWHG� XQGHU� GLSORPDWLF�SROLWLFDO�� HFRQRPLF��PLOLWDU\�VHFXULW\� DQG�
LQWHOOLJHQFH�VHFUHW� VHUYLFHV� VSKHUHV� WR� DSSUHFLDWH� KRZ� LW� KDV� H[SDQGHG� LQ� WKH� FRXUVH� RI�
WLPH��
'LSORPDWLF�3ROLWLFDO�6SKHUH�
� 'XULQJ� WKH� 3HULSKHUDO� $OOLDQFH� 7XUNH\� DQG� ,VUDHO� KDG� FR�RSHUDWHG� MXVW� LQ� WKH�
VSKHUHV�RI�PLOLWDU\�DQG�LQWHOOLJHQFH��7KH�&ROG�:DU�V\VWHP�KDG�GLVFRXUDJHG�7XUNH\�DQG�
,VUDHO� WR� HQJDJH� LQ� GLSORPDWLF� UHODWLRQV� WKDW� KDYH� EHHQ� H[SODLQHG� LQ� &KDSWHU� 2QH�
+RZHYHU�� IROORZLQJ� WKH�*XOI�:DU� WKH� GLSORPDWLF� UHODWLRQV� KDV� VWDUWHG� WR� LPSURYH�ZLWK�
7XUNH\¶V�GHFLVLRQ�WR�XSJUDGH�LWV�UHODWLRQV�ZLWK�,VUDHO�WR�DPEDVVDGRULDO�OHYHO�LQ�������7KH�
VSHFLDO� YLVLW� E\� ,VUDHOL�3UHVLGHQW�&KDLP�+HU]RJ� WR� DWWHQG� WKH� µ&HOHEUDWLRQV�RI� WKH����WK�
$QQLYHUVDU\�RI�-HZLVK�,PPLJUDWLRQ�IURP�6SDLQ�WR�7XUNH\¶�LQ�,VWDQEXO�DFTXLUHG�DQ�RIILFLDO�
FKDUDFWHULVWLF� ZLWK� +HU]RJ¶V� KLJK�OHYHO� FRQWDFWV���� ,Q� -XQH� ����� $EG�ONDGLU� $WHú��
7XUNH\¶V�PLQLVWHU�RI�WRXULVP��EHFDPH�WKH�ILUVW�PLQLVWHU�WR�YLVLW�,VUDHO�LQ����\HDUV�WKDW�OHG�

���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
���g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
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WR� DQ� DYHUDJH� RI� PRUH� WKDQ� �������� ,VUDHOLV� WUDYHOLQJ� DQQXDOO\� WR� 7XUNH\� GXULQJ� WKH�
����V���� +RZHYHU�� WKH� UHDO� EUHDN� RFFXUUHG� ULJKW� DIWHU� WKH� 2VOR� SHDFH� DJUHHPHQW� LQ�
6HSWHPEHU� ����� ZKHQ� 7XUNLVK� )RUHLJQ� 0LQLVWHU� +LNPHW� dHWLQ� SDLG� D� YLVLW� WR� ,VUDHO��
dHWLQ¶V�YLVLW�ZDV�UHJDUGHG�DV�WXUQLQJ�SRLQW�LQ�WKH�UDSSURFKHPHQW�SURFHVV�EHFDXVH�LW�ZDV�
DSSUHFLDWHG� DV� DQ� HQG� WR�$UDE�GLSORPDWLF�K\SRWKHF�RQ�7XUNH\����'XULQJ� WKLV� YLVLW� ERWK�
SDUWLHV�VLJQHG�D�PHPRUDQGXP�RQ�PXWXDO�XQGHUVWDQGLQJ�DQG�JXLGHOLQHV�RQ�FRRSHUDWLRQ����
7KLV�ZDV�IROORZHG�E\�VLJQLILFDQW�KLJK�OHYHO�YLVLWV��ZKLFK�FDQ�EH�OLVWHG�DV��3UHVLGHQW�(]HU�
:HL]PDQ�YLVLWHG�7XUNH\�LQ�-DQXDU\�������WKH�ILUVW�RIILFLDO�YLVLW�E\�DQ�,VUDHO�KHDG�RI�VWDWH��
6KLPRQ� 3HUHV� YLVLWHG� 7XUNH\� LQ� $SULO� ����� DV� IRUHLJQ� PLQLVWHU�� 3UHPLHU� 7DQVX� dLOOHU�
YLVLWHG�,VUDHO�LQ�1RYHPEHU�������WKH�ILUVW�RIILFLDO�WULS�WR�,VUDHO�E\�D�VHUYLQJ�7XUNLVK�SULPH�
PLQLVWHU� �DFFRPSDQLHG� E\� WKH� PLQLVWHUV� RI� IRUHLJQ� DIIDLUV�� SXEOLF� ZRUNV� DQG� KRXVLQJ��
HQHUJ\�DQG�QDWXUDO�UHVRXUFHV��DJULFXOWXUH�DQG�YLOODJH�DIIDLUV��DQG�WUDQVSRUW��WRJHWKHU�ZLWK�
RQH�VWDWH�PLQLVWHU��LQ�HIIHFW�QHDUO\�D�TXDUWHU�RI�WKH�FDELQHW���<RVVL�%HLOLQ��,VUDHOL�GHSXW\�
IRUHLJQ�PLQLVWHU�DQG�FORVH�FRQILGDQW�RI�3HUHV��YLVLWHG�7XUNH\�LQ�0D\�������dLOOHU�WRJHWKHU�
ZLWK�VWDWH�PLQLVWHUV�&RVNXQ�.ÕUFD�DQG�$OL�'LQoHU��DWWHQGHG�5DELQ¶V�IXQHUDO�LQ�1RYHPEHU�
������DQG�3UHVLGHQW�'HPLUHO�ZHQW�WR�,VUDHO�LQ�0DUFK�������WKH�ILUVW�HYHU�WULS�WR�,VUDHO�E\�D�
VHUYLQJ�7XUNLVK�SUHVLGHQW����

7KH�KLJK�OHYHO�FRQWDFWV�FRQWLQXHG�LQ�WKH�ODWWHU�KDOI�RI�WKH�����V�DV��IURP�7XUNH\�
WR� ,VUDHO� WKH�YLVLWV� LQFOXGHG�'HIHQVH�0LQLVWHU�7XUKDQ�7D\DQ� LQ�$SULO�0D\� ������ 3ULPH�
0LQLVWHU�0HVXW� <ÕOPD]� LQ� 6HSWHPEHU� ������ DQG� 3UHVLGHQW� 6�OH\PDQ�'HPLUHO� DJDLQ� LQ�
-XO\� ������ IURP� ,VUDHO� WR� 7XUNH\� WKH� YLVLWV� LQFOXGHG� 3UHVLGHQW� (]HU� :HL]PDQ� LQ� -XQH�
���0LFKDHO�%��%LVKNX��³+RZ�+DV�7XUNH\�9LHZHG�,VUDHO"´�,VUDHO�$IIDLUV�����QR����-DQXDU\�������������
���g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
��� g]FDQ� TXRWHV� IURP� ³$UDS� øSRWH÷L�.DONWÕ�´� &XPKXUL\HW�� ���.DVÕP� ����� LQ�7�UNL\H�øVUDLO� øOLúNLOHULQGH�'|Q�ú�P� ����
���5RELQV��6XLWV�DQG�8QLIRUPV� ���������



��

������2FWREHU�������DQG�6HSWHPEHU�������)RUHLJQ�0LQLVWHU�'DYLG�/HY\� LQ�$SULO�������
'HIHQVH�0LQLVWHU�<LW]KDN�0RUGHFKDL�LQ�'HFHPEHU�������3ULPH�0LQLVWHU�(KXG�%DUDN�LQ�
2FWREHU�DQG�1RYHPEHU���������

7KHUH�ZDV�DOVR�DQ�DWWHPSW�UDSLGO\� WR�GHHSHQ�WKH� UHODWLRQVKLS��ZLWK��IRU�H[DPSOH��
RSSRVLWLRQ�SROLWLFLDQV�EHLQJ�LQYLWHG�WR�,VUDHO��DQG�D�UDVK�RI�ELODWHUDO�URXQG�WDEOH�PHHWLQJV�
DQG� DFDGHPLF� H[FKDQJHV���� 6HYHUDO� DJUHHPHQWV� DQG�PHPRUDQGXPV�ZHUH� VLJQHG� GXULQJ�
WKHVH�YLVLWV��'XULQJ�:HL]PDQ¶V�YLVLWV�KH�DFKLHYHG�FRQFUHWH�UHVXOWV��LQ�WKH�IRUP�RI�PXWXDO�
DJUHHPHQWV� ³LQ�SULQFLSOH´� LQ� WKH� ILHOGV�RI� WUDGH��GHIHQVH�� LQGXVWU\�� WRXULVP��VHFXULW\�DQG�
DJULFXOWXUH���� $OVR� LQ� UHVSRQVH� WR� 7XUNH\¶V� LQWHUHVW� WR� FRRSHUDWH� LQ� ILJKWLQJ� WHUURULVP�
:HL]PDQ�VWDWHG�WKDW�,VUDHO�ZRXOG�FRRSHUDWH�DQG�KHOS�7XUNH\�RQ�WKLV�PDWWHU��5HSRUWHGO\��
FRRSHUDWLRQ� KDV� FHQWHUHG� DURXQG� DQQXDO� PHHWLQJV� EHWZHHQ� VHQLRU� RIILFLDOV� IURP� WKH�
LQWHOOLJHQFH� FRPPXQLWLHV� RI� ERWK� FRXQWULHV� DQG� JXLGDQFH� IURP� ,VUDHOL� FRXQWHUWHUURULVP�
H[SHUWV� WR� LPSURYH� 7XUNH\¶V� KDQGLQJ� RI� WKH� FRQIOLFW� ZLWK� WKH� 3..���� +RZHYHU��
LQWHUHVWLQJO\�� dHYLN� %LU�� RQH� RI� 7XUNLVK� DUFKLWHFWV� RI� WKH� UDSSURFKHPHQW�� ODWHU� GHQLHG�
NQRZOHGJH�RI�DQ\�VXFK�FRRSHUDWLRQ����,Q�DGGLWLRQ��,VUDHO�SHUFHLYHG�WKH�LVVXH�RI�3..�DV�DQ�
LQWHUQDO� SUREOHP� RI� 7XUNH\�� DQG� GLVSOD\HG� D� FDXWLRXV� DWWLWXGH� QRW� WR� JHW� LQYROYHG� LQ�
7XUNH\¶V�LQWHUQDO�SUREOHP�DQG�DQWDJRQL]H�WKH�.XUGV���

7XUNLVK� 3ULPH�0LQLVWHU� 7DQVX� dLOOHU� DQG� ,VUDHOL� 3ULPH�0LQLVWHU� <LW]KDN� 5DELQ�
DJUHHG� WR� FRRSHUDWH� IXUWKHU� LQ� PDWWHUV� RI� WHUURULVP� DQG� GUXJ� VPXJJOLQJ� DV� ZHOO� DV� WR�

���3HUPD�+D]ED\��³3ROLWLFDO�7URXEOHV�EHWZHHQ�7XUNH\�DQG�,VUDHO"�,PSOLFDWLRQV�%RRPLQJ�%LODWHUDO�7UDGH�IRU�WKH�7ZR�&RXQWULHV�DQG� WKH�0LGGOH�(DVW�´�7KH�:DVKLQJWRQ�,QVWLWXWH� IRU�1HDU�(DVW�3ROLF\� 0D\�����������KWWS���ZZZ�ZDVKLQJWRQLQVWLWXWH�RUJ�WHPSODWH&���SKS"&,' ������
���5RELQV��6XLWV�DQG�8QLIRUPV� �����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�UHODWLRQVKLS� �����
���%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����



��

FRQWLQXH�GLVFXVVLQJ�WKH�SRVVLELOLW\�RI�7XUNH\�VHOOLQJ�ZDWHU� WR� ,VUDHO���� 'XULQJ�7XUNH\¶V�
3UHVLGHQW� 6�OH\PDQ� 'HPLUHO¶V� YLVLW� 7XUNH\� DQG� ,VUDHO� VLJQHG� VHYHUDO� HFRQRPLF�
DJUHHPHQWV�� 7KH�PRVW� VLJQLILFDQW� RQH� LV� WKH� IUHH� WUDGH� DJUHHPHQW� WKDW� DSSUHFLDWHG� DV� D�
WXUQLQJ� SRLQW� LQ� HFRQRPLF� UHODWLRQV�� 2WKHU� DJUHHPHQWV� DQG� PHPRUDQGXPV� DUH�� DQ�
HQYLURQPHQWDO�SURWHFWLRQ�DJUHHPHQW�GXULQJ�3HUHV�YLVLW� LQ������� LQ������ OHDGHUV�RI�ERWK�
FRXQWULHV�VLJQ�D�PHPRUDQGXP�RI�XQGHUVWDQGLQJ�IRU�WKH�WUDLQLQJ�RI�SLORWV�RI�ERWK�FRXQWULHV�
LQ�HDFK�RWKHU¶V�DLUVSDFH��DOVR�LQ�HDUO\������DQ�DFFRUG�DJDLQVW�GUXJ�WUDIILFNLQJ��WHUURULVP��
DQG�RUJDQL]HG�FULPH����

7KH�����V�ZLWQHVVHG�WKH�HYROYLQJ�GLSORPDWLF�UHODWLRQV�ZLWK�VLJQLILFDQW�KLJK�OHYHO�
FRQWDFWV��7KHVH�VLJQLILFDQW�KLJK�OHYHO�FRQWDFWV�LQGLFDWH�KRZ�ERWK�SDUWLHV�FRQVLGHUHG�WKHLU�
UHODWLRQVKLS� LPSRUWDQWO\�� DQG� WKHLU� LQWHQWQHVV� WR� GHYHORS� LW� EH\RQG� PLOLWDU\� DQG�
LQWHOOLJHQFH�FR�RSHUDWLRQ���
(FRQRPLF�6SKHUH�

6LQFH�WKH�*XOI�:DU�DQG�2VOR�SHDFH�SURFHVV� UHPRYHG�WKH�REVWDFOHV�IRU�RSHQ�DQG�
IUHH�GLSORPDWLF�UHODWLRQV�EHWZHHQ�7XUNH\�DQG�,VUDHO��WKH�HFRQRPLF�FR�RSHUDWLRQ�EHWZHHQ�
ERWK� SDUWLHV� KDV� LQFUHDVHG� HQRUPRXVO\� LQ� WKH� ����V�� 7KH� DGYDQWDJHV� RI� VKRUW�GLVWDQFH�
WUDGH�DQG�FRPSOHPHQWDULW\�VRRQ�HPHUJHG����7KH�FRPSOHPHQWDULWLHV�RI�WKH�WZR�HFRQRPLHV�
ZHUH�H[SUHVVHG�DV�� ,VUDHO�KDG�DGYDQFHG�WHFKQRORJLFDO�NQRZ�KRZ�DQG�7XUNH\�KDG�FKHDS�
ODERU��PRUHRYHU��7XUNH\�ZDV�DOVR�WKH�ODUJHVW�HFRQRP\�LQ�WKH�HDVWHUQ�0HGLWHUUDQHDQ��DQG�

��� %LVKNX� TXRWHV� IURP� -HUXVDOHP� 3RVW�� LQWHUQDWLRQDO� HGLWLRQ�� ��� 1RYHPEHU� ����� LQ� ³+RZ� +DV� 7XUNH\�9LHZHG�,VUDHO"´������
��� ³$� :LQGRZ� RQ� 7XUNLVK�,VUDHOL� 5HODWLRQV�´� 7KH� :DVKLQJWRQ� ,QVWLWXWH� IRU� 1HDU� (DVW� 3ROLF\�KWWS���ZZZ�ZDVKLQJWRQLQVWLWXWH�RUJ�GRFXPHQWV���FHF�G�������SGI��
��� (IUDLP� ,QEDU�� 7KH� 7XUNLVK�,VUDHOL� (QWHQWH� �/RQGRQ�� .LQJ¶V� &ROOHJH� /RQGRQ� 0HGLWHUUDQHDQ� 6WXGLHV�������������



��

RIIHUHG�KXJH�SRWHQWLDO�DV�D�PDUNHW�DQG�D�VRXUFH�RI�VXSSO\����� 7KH�HFRQRPLF�FR�RSHUDWLRQ�
EHWZHHQ�WZR�FRXQWULHV�LQFOXGHV�WKH�VHFWRUV�RI� WUDGH��WRXULVP��LQYHVWPHQW��MRLQW�YHQWXUHV��
DQG�FR�RSHUDWLRQ�RQ�ZDWHU� DQG�HQHUJ\� LVVXHV� WKDW�PDQLIHVWHG� LWVHOI� WKURXJK�DJUHHPHQWV��
7UDGH�UHODWLRQV�EHWZHHQ�WKH�WZR�FRXQWULHV�FDQ�EH�GHILQHG�DV�WKH�VSLQH�RI�WKH�HFRQRPLF�FR�
RSHUDWLRQ�� ,Q� WKLV� UHVSHFW�� LQ� ����� 7XUNH\� DQG� ,VUDHO� VLJQHG� VHYHUDO� DJUHHPHQWV� WKDW�
FRQVWLWXWHG�WKH�RSSRUWXQH�FRQGLWLRQV�WR�GHYHORS�WUDGH�UHODWLRQV��ZKLFK�DUH��

� )UHH�7UDGH�$UHD�$JUHHPHQW�LQ�0DUFK����������
� (FRQRPLF��&RPPHUFLDO��7HFKQRORJLFDO�DQG�6FLHQWLILF�&RRSHUDWLRQ�$JUHHPHQW�LQ�

-DQXDU\����������
� $JUHHPHQW�IRU�WKH�SUHYHQWLRQ�RI�GRXEOH�WD[DWLRQ�LQ�-DQXDU\����������
� $JUHHPHQW� IRU�0XWXDO�(QFRXUDJHPHQW�DQG�3URWHFWLRQ�RI� ,QYHVWPHQWV� LQ� -DQXDU\�

���������
� $JUHHPHQW�IRU�0XWXDO�$VVLVWDQFH�EHWZHHQ�WKH�&XVWRPV�$XWKRULWLHV�LQ�'HFHPEHU�

�������������
(VSHFLDOO\� WKH� )UHH� 7UDGH� $JUHHPHQW� KDV� RSHQHG� XS� D� QHZ� SKDVH� LQ� 7XUNLVK�

,VUDHOL� HFRQRPLF� FR�RSHUDWLRQ�� 6LQFH� WKH� UDWLILFDWLRQ� RI� WKH� )7$� LQ� 0D\� ������ WKH�
FXVWRPV� WKDW� KDG� EHHQ� DSSOLHG� WR� DSSUR[LPDWHO\� ���� SURGXFWV�ZHUH� OLIWHG�� DQG� LQ� ERWK�
LPSRUWV�DQG�H[SRUWV�DQ�LQFUHDVH�ZDV�UHFRUGHG�����7KH�WUDGH�EHWZHHQ�WKH�WZR�FRXQWULHV�WKDW�
MXVW� WRWDOHG�����PLOOLRQ�LQ������URVH� WR������PLOOLRQ�LQ�������DQG�RYHU������PLOOLRQ�LQ�
��������� 7KH�YROXPH�RI�WUDGH�KDV�FRQWLQXHG�WR�LQFUHDVH�LQ�WKH�ODWWHU�SDUW�RI�WKH�����V�DQG�

����%HQJLR�TXRWHV�IURP�3DXO�5LYOLQ��³(FRQRPLF�5HODWLRQV�EHWZHHQ�7XUNH\�DQG�,VUDHO´��XQSXEOLVKHG�HVVD\���� LQ�7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
���� (NUHP� *�YHQGLUHQ�� $ &RQFLVH� 5HSRUW� RQ� 7XUNLVK�,VUDHOL� 5HODWLRQV� �� øVWDQEXO�� )RUHLJQ� (FRQRPLF�5HODWLRQV�%RDUG�RI�7XUNH\��'(,.��������������
���� ³øVUDLO� hNOH� %�OWHQL� �0DUW� ������´�'(,.� ��� KWWS���ZZZ�GHLN�RUJ�WU�EXOWHQOHU��������������EXOWHQ�PDUW���GRF��
����1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU������
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EHFDPH�RXWVWDQGLQJ� LQ� WKH�0LGGOH�(DVW�� VLQFH�PRVW� RI� WKH� FRXQWULHV� LQ� WKH� UHJLRQ�ZHUH�
KRVWLOH�WR�HDFK�RWKHU��ZKLFK�SUHYHQWHG�WKHP�WR�HVWDEOLVK�HFRQRPLF�UHODWLRQV��VHH�7DEOH�����
7KH�GLYHUVLW\�RI�WUDGH�UHODWLRQV�EHWZHHQ�7XUNH\�DQG�,VUDHO�LV�D�SURRI�RI�KRZ�PXFK�WKHVH�
WZR� FRXQWULHV� FDUHG� DERXW� WKHLU� HYROYLQJ� DOLJQPHQW�� 7XUNLVK� H[SRUWV� WR� ,VUDHO� LQFOXGH��
WH[WLOHV�� LQGXVWULDO� SURGXFWV�� IRRG� SURGXFWV�� FHPHQW�� FDVW� LURQ�� EXLOGLQJ� PDWHULDO��
HOHFWURQLFV��JODVV��VWRQH�LWHPV��FDU�W\UHV��UDZ�PDWHULDOV��JUDLQV��ZKHUHDV�,VUDHO¶V�H[SRUWV�WR�
7XUNH\� DUH� FKHPLFDOV�� SODVWLFV�� FRPSXWHUV�� DLU� FRQGLWLRQHUV�� PHGLFDO� HTXLSPHQW��
WHOHFRPPXQLFDWLRQV��GULOOLQJ�DQG�VHLVPLF�PDSSLQJ��LUULJDWLRQ�HTXLSPHQW��HWF�����

7$%/(���
� 785.,6+�,65$(/,�%,/$7(5$/�75$'(�����������

<HDU� ([SRUW� ,PSRUW� %DODQFH� 9ROXPH�
����� ������� ������� ������ ������������ ������� ������� ������ ������������ ������� ������� ������� ������������ ������� ������� ������� ������������ ������� ������� ������� �������

6RXUFH��,VUDLO�hONH�%�OWHQL�0DUW�������,VUDHO�&RXQWU\�%XOOHWLQ�0DUFK��������'(,.�
�

7RXULVP� LV� DQRWKHU� LPSRUWDQW� VHFWRU� RI� 7XUNLVK�,VUDHOL� HFRQRPLF� FR�RSHUDWLRQ��
7KH� 7XUNLVK� KROLGD\� VLWHV�ZLWK� WKHLU� ORZ� SULFHV� DQG�ZLWK� WKHLU� FDVLQRV� DWWUDFWHG� ,VUDHOL�
WRXULVWV��,VUDHOL�WRXULVP�WR�7XUNH\�KDV�LQFUHDVHG�HQRUPRXVO\��IURP�������,VUDHOL�YLVLWRUV�LQ�
������ WR� �������� LQ� ����� DQG� VRPH� �������� VLQFH� ������ FF�� ���� RI� ,VUDHOL� WRXULVP�
DEURDG����� 7KHVH�WRXULVWV�HDFK�VSHQG�DQ�DYHUDJH�RI��������WKHLU�FDVLQR�ORVVHV�DORQH�FDPH�
WR������ELOOLRQ�DQQXDOO\��ZKLFK�HTXDOHG�WR�WRWDO�DPRXQW�EHW�LQ�,VUDHO������:KHQ�WKH�FDVLQRV�

����1DFKPDQL��7XUNH\��)DFLQJ�$�1HZ�0LOOHQLXP� �����
����,QEDU��7KH�,VUDHOL�7XUNLVK�(QWHQWH� ����
���� 1DFKPDQL� TXRWHV� IURP� +D¶DUHW]� WKDW� TRXWHG� ,VUDHO¶V� /RWWHU\� $XWKRULW\�� -XQH� ���� ����� LQ� ³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU������



��

ZHUH�EDQQHG�LQ�7XUNH\�LQ�������LW�UDLVHG�FRQFHUQV�WKDW�WKH�,VUDHOL�WRXULVP�ZRXOG�GHFOLQH��
+RZHYHU��WKLV�ZDV�QRW�WKH�FDVH�EHFDXVH�WKH�QXPEHU�RI�,VUDHOL�WRXULVWV�YLVLWLQJ�7XUNH\�LQ�
���������������JUHZ�������FRPSDUHG�WR�WKH�SUHYLRXV�\HDU��������������

,VUDHOL� JRYHUQPHQW� DQG� ,VUDHOL� FRPSDQLHV� KDV� EHHQ� YHU\� LQWHUHVWHG� LQ� 7XUNH\¶V�
*$3� SURMHFW�� 7KLV� KXJH� SURMHFW� DWWUDFWHG� ,VUDHO� IRU� LQYHVWPHQWV�� DQG� 7XUNH\� DFFHSWHG�
,VUDHO¶V�ZLOOLQJQHVV� WR� LQYHVW�EHFDXVH�RI� LWV� H[SHUWLVH� LQ�DJULFXOWXUH�� DJUR�LQGXVWULHV�DQG�
ZDWHU�UHVRXUFH�PDQDJHPHQW�LQ�VLPLODU�FOLPDWLF�FRQGLWLRQV����� 7KH�6RXWKHDVWHUQ�$QDWROLD�
3URMHFW�5HJLRQDO�'HYHORSPHQW�$GPLQLVWUDWLRQ��*$3�5'$��DQG�WKH�0LQLVWU\�RI�)RUHLJQ�
$IIDLUV� RI� WKH� 6WDWHV� RI� ,VUDHO�7KH� &HQWUH� IRU� ,QWHUQDWLRQDO� &RRSHUDWLRQ� �0$6+$9��
LQLWLDWHG� FRRSHUDWLRQ� LQ� ������ DQG� WKH� JHQHUDO� IUDPH� ZRUN� RI� WKH� 0HPRUDQGXP� RI�
8QGHUVWDQGLQJ��028��ZDV�GHILQHG��ZKLFK�FRYHUV�WKH�WRSLFV��

� 2UJDQL]LQJ� DQG� FRQGXFWLQJ� MRLQW� WUDLQLQJ� SURJUDPPHV� IRU�� PXOWLGLVFLSOLQDU\�
FRXUVHV� IRU� HQKDQFHPHQW� RI� LQVWLWXWLRQDO� FDSDFLW\�� LUULJDWLRQ� DQG� IHUWLOL]DWLRQ�
FRXUVHV�� DJULFXOWXUDO� WUDLQLQJ� DQG� H[WHQVLRQ� FRXUVHV�� LQWHUQDWLRQDO� FRXUVHV� RQ�
,QWHJUDWHG� 5HJLRQDO� 'HYHORSPHQW� 0DQDJHPHQW�� SDUWLFLSDWLRQ� IURP� *$3�
$GPLQLVWUDWLRQ� DQG� RWKHU� UHODWHG� LQVWLWXWLRQV� WR� WKH� FRXUVHV� FRQGXFWHG� E\�
0$6+$9�LQ�,VUDHO��

� (VWDEOLVKPHQW�RI�GHPRQVWUDWLRQ�IDUPV�IRU�ILVKLQJ�DQG�IRU�GLDU\�IDUPLQJ�����
,Q� WKH�VXPPHU�RI�������7XUNH\¶V�VWDWH�+\GUDXOLF�:RUN�FRQFOXGHG�DQ�DJUHHPHQW�

ZLWK�0$6+$9�WR�GHYHORS� MRLQWO\�RQ��������KHFWDUH�GHPRQVWUDWLRQ�SURMHFW� LQ�%R]RYDQ�
QHDU�8UID�WR�DSSO\�GULS�LUULJDWLRQ�DQG�RWKHU�HQYLURQPHQWDOO\�IULHQGO\�WHFKQRORJLHV�LQ�WKH�

����$OWXQLVLN��³7KH�7XUNLVK�,VUDHOL�5DSSURDFKHPHQW�LQ�WKH�3RVW�&ROG�:DU�(UD�´������
����5RELQV��6XLWV�DQG�8QLIRUPV� �����
���� ³7KH� 5HODWLRQV� :LWK� )RUHLJQ� &RXQWULHV� 8QGHU� 7KH� (FRQRPLF� &RPPLVVLRQ� 0HHWLQJV�´�KWWS���ZZZ�JDS�JRY�WU�(QJOLVK�)UDPHV�IU��KWPO�
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*$3�UHJLRQ�����)LQDOO\��WKHUH�LV�WKH�LVVXH�RI�,VUDHO�EX\LQJ�ZDWHU�IURP�7XUNH\��:DWHU�LV�D�
YHU\�LPSRUWDQW�DVVHW�LQ�WKH�0LGGOH�(DVW�EHFDXVH�RI�WKLV�UHJLRQ¶V�FOLPDWLF�FRQGLWLRQ��7KH�
LGHD� RI� EX\LQJ� ZDWHU� ZDV� PRRWHG� DV� HDUO\� DV� -DQXDU\� ������ ZKHQ� ,VUDHOL� 3UHVLGHQW�
:HL]PDQ� GLVFXVVHG� LW� ZLWK� KLV� FRXQWHUSDUW�� 6�OH\PDQ� 'HPLUHO�� GXULQJ� KLV� YLVLW� WKDW�
PRQWK����� 7KH� SURMHFW� ZDV� WR� H[SRUW� ZDWHU� IURP� WKH� 7XUNLVK� 0DQDYJDW� 5LYHU�� ,Q� WKLV�
UHVSHFW��7XUNH\�VWDUWHG�WR�EXLOG�D�WHUPLQDO�DW�WKH�0DQDYJDW�ULYHU�PRXWK�QRW�MXVW�WR�VXSSO\�
WKH�ZDWHU� GHPDQGV� RI� FLWLHV� RI�0HGLWHUUDQHDQ� FRDVW� EXW� DOVR� WKH� GHPDQGV� RI� FRXQWULHV��
ZKLFK� ZDV� FRPSOHWHG� LQ� 'HFHPEHU� ��� ��������� +RZHYHU�� 7XUNH\� DQG� ,VUDHO� FRXOG� QRW�
FRPSOHWH�WKH�ZDWHU�DJUHHPHQW�LQ�WKH�����V��
0LOLWDU\�6HFXULW\�6SKHUH�
� 7KH�7XUNLVK�,VUDHOL�DOLJQPHQW�KDV�IRFXVHG�SULPDULO\�RQ�WKH�PLOLWDU\�FR�RSHUDWLRQ�
LQ� WKH�ILUVW�KDOI�RI� WKH�����V��7KH�SRWHQWLDO� WKUHDWV�HPDQDWLQJ�IURP�WKH�0LGGOH�(DVW�KDV�
LQFUHDVHG�HQRUPRXVO\�ZLWK�WKH�DFTXLVLWLRQ�RI�QRQ�FRQYHQWLRQDO�ZHDSRQV�E\�KRVWLOH�VWDWHV�
HDVLO\�� 7KLV� KDV� WRWDOO\� FKDQJHG� WKH� FRQFHSW� RI�ZDU� LQ� WKH� SRVW�&ROG�:DU� HUD�� WKXV� WKH�
LVVXH� RI� VHFXULW\� KDV� EHFRPH�PRUH� FRPSOH[�� ,Q� DGGLWLRQ�� WKH�PLOLWDU\� JDLQHG� WKH� XSSHU�
KDQG�LQ�WKH�IRUHLJQ�SROLF\�PDNLQJ�SURFHVV��VLQFH�WKH�WKUHDWV�IRU�WKHP�ZHUH�UHODWHG�WR�WKH�
PLOLWDU\�VHFXULW\� VSKHUH�� DQG� PRUH� LPSRUWDQWO\�� WKH� PRGHUQL]DWLRQ� UHTXLUHPHQW� RI� WKH�
7XUNLVK� DUP\� DFWLYDWHG� WKH�PLOLWDU\� WR� GHHSHQ� WKH� UHODWLRQV�ZLWK� ,VUDHO�� VLQFH� LW� VKDUHG�
VLPLODU�FRQFHUQV��DQG�DFTXLUHG�DGYDQFHG�ZHDSRQV�DQG�NQRZ�KRZ�WKDW�ZRXOG�EH�GHOLYHUHG�
ZLWKRXW� EHLQJ� VXEMHFWHG� WR� SROLWLFDO� VDQFWLRQV�� 7KH� VLJQLILFDQW� HYHQW� LQ� PLOLWDU\� FR�
RSHUDWLRQ�ZDV� WKH�PLOLWDU\�DJUHHPHQW� WKDW�ZDV� VLJQHG� LQ�)HEUXDU\�����������ZKLFK�ZDV�

����*HRUJH�(��*UXHQ��³7XUNH\¶V�5HJLRQDO�5ROH�LQ�WKH�$IWHUPDWK�RI�6HSWHPEHU����������´�$PHULFDQ�)RUHLJQ�3ROLF\�,QWHUHVWV�����QR���������������
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
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WKH�PDLQ�HYHQW�WKDW�SXW�WKH�7XUNLVK�,VUDHOL�UHODWLRQV�RQ�WKH�PDS�����7KH�DJUHHPHQW�VLJQHG�
XQGHU� FRPSOHWH� VHFUHF\� E\� WKH� 'HSXW\� &KLHI� RI� WKH� *HQHUDO� 6WDII�� dHYLN� %LU� DQG� WKH�
OHDGLQJ�VWDII�RI�WKH�,VUDHOL�0LQLVWU\�RI�'HIHQVH�����

+RZHYHU�������ZDV�QRW� WKH�VWDUW�EHJLQQLQJ�RI�PLOLWDU\�FR�RSHUDWLRQ�EHWZHHQ�WKH�
WZR�FRXQWULHV��7KH�PLOLWDU\�FR�RSHUDWLRQ�EHIRUH������ZDV�NHSW�VHFUHW��ZKLFK�DUH��D�VHFUHW�
VHFXULW\�DJUHHPHQW�ZDV�VLJQHG�RQ����0DUFK������GHDOLQJ�ZLWK�WKH�GLYHUVLRQ�RI�PLOLWDU\�
WHFKQRORJ\� WR� WKLUG� FRXQWULHV�� XQSXEOLVKHG� DFFRUG� RQ� WUDLQLQJ� H[HUFLVHV� LQ� ������ DQG� D�
VWUDWHJLF� GLDORJXH� EHWZHHQ� 0LQLVWULHV� RI� 'HIHQVH�� EXW� ZLWK� VHQLRU� GLSORPDWV� DOVR�
LQYROYHG�� RQ� SROLWLFDO� DQG�PLOLWDU\� DIIDLUV� WKHQ� IROORZHG�� ZLWK� WKH� ILUVW� PHHWLQJ� WDNLQJ�
SODFH�LQ�6HSWHPEHU����������

7XUNH\�DQG�,VUDHO�VLJQHG�WKUHH�PLOLWDU\�DJUHHPHQWV�LQ�������7KH�ILUVW�RQH�ZDV�WKH�
0LOLWDU\� 7UDLQLQJ� &R�RSHUDWLRQ� WKDW� ZDV� VLJQHG� RQ� )HEUXDU\� ���� ����� ZKLFK� DLPHG� WR�
DFKLHYH�FRRSHUDWLRQ�EHWZHHQ�WKH�WZR�FRXQWULHV�DV���

� $FKLHYLQJ�FRRSHUDWLRQ�RQ�YDULRXV�OHYHOV�RQ�WKH�EDVLV�RI�WKH�H[FKDQJH�RI�SHUVRQQHO�
DQG�WKHLU�H[SHUWLVH��

� ([FKDQJLQJ�YLVLWV�EHWZHHQ�PLOLWDU\�DFDGHPLHV��XQLWV�DQG�FDPSV��
� $SSOLFDWLRQV�RI�WUDLQLQJ�DQG�H[HUFLVHV��
� 6HQGLQJ�REVHUYHUV�WR�IROORZ�XS�PLOLWDU\�H[HUFLVHV�LQ�WKH�WZR�FRXQWULHV��
� ([FKDQJLQJ� RIILFLDOV� WR� FROOHFW� DQG� VKDUH� LQIRUPDWLRQ�� HVSHFLDOO\� LQ� VRFLDO� DQG�

FXOWXUDO� ILHOGV� WKDW� LQFOXGHG� PLOLWDU\� KLVWRU\�� PLOLWDU\� PXVHXPV�� DQG� PLOLWDU\�
DUFKLYHV��

����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����6HUJH\�0LQDVLDQ��³7KH�7XUNLVK�,VUDHOL�0LOLWDU\�DQG�3ROLWLFDO�&R�RSUHWDLRQ�DQG�5HJLRQDO�6HFXULW\�,VVXHV�´�,UDQ�DQG�WKH�&DXFDVXV����QR������������������
����5RELQV��6XLWV�DQG�8QLIRUPV� �����



��

� ([FKDQJH�RI�YLVLWV�E\�PLOLWDU\�QDYDO�YHVVHOV�����
7KH�7XUNLVK�PLOLWDU\�PDGH�WKH�DJUHHPHQW�SXEOLF�EHFDXVH�RI�LQWHUQDO�DQG�H[WHUQDO�

UHDVRQV��7KH�PLOLWDU\�ZDQWHG�WR�GHWHU�GRPHVWLF�WKUHDWV��WKH�3..�DQG�WKH�,VODPLVW�:HOIDUH�
3DUW\��DQG�H[WHUQDO�WKUHDWV��6\ULD��,UDQ�DQG�,UDT��7KH�WUDLQLQJ�7XUNLVK�DQG�,VUDHOL�DLU�IRUFHV�
LQ�HDFK�RWKHUV¶�DLU�VSDFH�LV�YHU\�VLJQLILFDQW��7KH�WUDLQLQJ�H[HUFLVHV�ZHUH�KHOG�HLJKW�WLPHV�
DQQXDOO\��D�ZHHN�HDFK�WLPH��IRXU�GHSOR\PHQWV� LQ�HDFK�FRXQWU\�����7KH�MRLQW�H[HUFLVHV�LQ�
7XUNH\� �DUW� ILUVW� MRLQW� H[HUFLVHV� ZHUH� H[FOXGHG�� KHQFH� WKH� ,VUDHOLV� WUDLQHG� ZLWKRXW� WKH�
SDUWLFLSDWLRQ� RI� 7XUNLVK� SODQHV��ZLWKRXW� DUPDPHQW�� DQG�ZLWKRXW� HOHFWURQLF� VXUYHLOODQFH�
HTXLSPHQW��� ZHUH� KHOG� DW� WKH� .RQ\D� ILULQJ� UDQJH����� ,VUDHO� EHQHILWHG� PRUH� IURP� WKHVH�
WUDLQLQJV� VLQFH� LWV� VL]H� LV� YHU\� VPDOO� FRPSDUHG� WR� 7XUNH\�� ,VUDHOL� SLORWV�ZRXOG� EHFRPH�
DFTXDLQWHG�ZLWK�DUHDV�RU�FRXQWULHV�ERUGHULQJ�7XUNH\��HVSHFLDOO\�WKRVH�KRVWLOH�WR�,VUDHO²
,UDQ��,UDT�DQG�6\ULD�����7XUNLVK�SLORWV�WUDLQHG�DW�,VUDHO¶V�FRPSXWHUL]HG�ILULQJ�UDQJH�DQG�DW�
WKH�1HYDWLP�DLUILHOG�����

7KH� VHFRQG� DJUHHPHQW� ZDV� WKH� 'HIHQVH� ,QGXVWU\� &R�RSHUDWLRQ� ZDV� VLJQHG� RQ�
$XJXVW�����������+RZHYHU��WKH�DJUHHPHQW�WKDW�ZDV�SODQQHG�WR�EH�VLJQHG�LQ�WKH�EHJLQQLQJ�
RI�$XJXVW�ZDV�SRVWSRQHG�E\� WKH� ,VODPLVW�:HOIDUH�SDUW\� WKDW�KHOG� WKH�RIILFH�DW� WKDW� WLPH�
ZLWK�WKH�GHVLUH�WR�GHHSHQ�WKH�UHODWLRQV�ZLWK�WKH�,VODPLF�ZRUOG��+RZHYHU��WKH�PLOLWDU\�ZDV�
DEOH� WR� UHDVVHUW� LWV� GRPLQDWLRQ� RYHU� WKH� VWUDWHJLF� FRQWRXUV� RI� IRUHLJQ� SROLF\� DQG� WKH�
DJUHHPHQW� ZDV� VLJQHG� EHIRUH� WKH� HQG� RI� WKH� PRQWK����� 7KH� DJUHHPHQW¶V� SURYLVLRQV�
H[WHQGHG�IURP�UHFLSURFDO�YLVLWV� WR�GHIHQVH� LQGXVWULHV�� WKURXJK� WKH�H[FKDQJH�RI� WHFKQLFDO�

����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU�����
����1DFKPDQL��7XUNH\��)DFLQJ�$�1HZ�0LOOHQQLXP� �����
����%HQJLR�TXRWHV�IURP�+D¶DUHW]� 2FWREHU����������LQ�7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU�����
����5RELQV��6XLWV�DQG�8QLIRUPV� ���������



��

H[SHUWLVH�DQG�WHFKQRORJ\�WUDQVIHU��WR�DFWLYH�HQFRXUDJHPHQW�RI�HDFK�RWKHU¶V�GHIHQVH�ILUPV�
WR�WUDGH�ZLWK�DQG�LQYHVW�LQ�RQH�DQRWKHU¶V�DFWLYLWLHV�����

7KHVH� WZR�DJUHHPHQWV� WKHQ� IROORZHG�E\�D�ZHDSRQU\�DQG�KDUGZDUH�GHYHORSPHQW�
FR�RSHUDWLRQ�� ,VUDHO� ZRXOG� XSJUDGH� ILIW\�IRXU� 7XUNLVK� )��� MHW� ILJKWHUV�ZRUWK�8�6�� �����
PLOOLRQ�DQG�ODWHU�IRUW\�HLJKW�7XUNLVK�)��¶V�LQ�D�8�6������PLOOLRQ�SURMHFW��ZKLFK�LQFOXGHG�
LQFUHDVHG�ILUHSRZHU�DQG�PDQHXYHUDELOLW\�DV�ZHOO�DV�LPSURYHPHQW�RI�YLVLRQ�DQG�HOHFWURQLF�
WKDW� VWDUWHG� LQ� ,VUDHO� DQG� ZRXOG� EH� ILQLVKHG� LQ� WKH� 7XUNLVK� DLU� IRUFHV� UHSDLU� FHQWHU� DW�
(VNLúHKLU�� ZKLFK� PHDQW� WKDW� FRQVLGHUDEOH� WHFKQRORJ\� WUDQVIHU� WR� WKH� 7XUNLVK� PLOLWDU\�
LQGXVWU\�LQYROYHG����� 7XUNH\�DOVR�SXUFKDVHG�,VUDHO¶V�3RSH\H�,�PLVVLOHV��DQG�DJUHHG�ZLWK�
,VUDHO�RQ�WKH�SURGXFWLRQ�RI�3RSH\H�,,�PLVVLOHV��
� $GGLWLRQDOO\�� 7XUNH\� KDG� H[SUHVVHG� LQWHUHVW� LQ� ,VUDHO¶V� 3KDOFRQ� HDUO\� ZDUQLQJ�
DLUFUDIW��XQPDQQHG�DLU�YHKLFOHV�� VSHFLDO� IHQFHV��DQG�UDGDU�FRQWURO�V\VWHPV� WR�VHDO�RII� LWV�
ERUGHUV�ZLWK�,UDT�DQG�6\ULD��DQG�WKH�*DOLO�LQIDQWU\�ULIOH�WR�UHSODFH�WKH�*��¶V�7XUNH\�ZDV�
XVLQJ� DW� WKDW� WLPH����� 7KH� VDOH� RI� ,VUDHOL� ZHDSRQV� V\VWHPV� WR� 7XUNH\� IUHTXHQWO\� KDV�
LQFOXGHG�7XUNLVK�PDQXIDFWXUHUV�� WKH�7DGLUDQ�&RUSRUDWLRQ�SURGXFHV�V\VWHPV�IRU� ORFDWLQJ�
DQG� UHVFXLQJ�SLORWV� WKDW� DUH�PDQXIDFWXUHG� LQ� ,VUDHO� DQG�DVVHPEOHG� LQ�7XUNH\�E\�D� ORFDO�
PXQLWLRQV�FRQFHUQ��$VHOVDQ����� <HW�WKH�PLOLWDU\�FR�RSHUDWLRQ�RI�ERWK�SDUWLHV�KDV�QRW�MXVW�
EHHQ�DERXW�VDOHV� IURP� ,VUDHO� WR�7XUNH\�� ,VUDHO�KDV�SDLG� IRU�XVH�RI�VRSKLVWLFDWHG�7XUNLVK�
PLOLWDU\� LQVWDOODWLRQV�DQG�LQVWDOOV�7XUNLVK�PDGH�FRPSRQHQWV� LQ� LWV�ZHDSRQU\�����7KH�WLHV�
EHWZHHQ�WKH�WZR�FRXQWULHV¶�DUPLHV�KDYH�HYHQ�PRUH�VWUHQJWKHQHG�ZLWK�WKH�YLVLWV�RI�KLJK�
UDQNLQJ� RIILFHUV� VXFK� DV� ,VPDLO� +DNNL� .DUDGD\LµV�� WKH� &KLHI� RI� *HQHUDO� 6WDII�� YLVLW� WR�
����5RELQV��6XLWV�DQG�8QLIRUPV� �����
����.UDPHU��$ &KDQJLQJ�7XUNH\� �����
����.UDPHU��$ &KDQJLQJ�7XUNH\� �����
����1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU�����
����1DFKPDQL��7XUNH\��)DFLQJ�$�1HZ�0LOOHQQLXP� �����



��

,VUDHO�LQ�)HEUXDU\������DQG�$PQRQ�/LSNLQ�6KDKDN¶V��WKH�&KLHI�RI�6WDII��YLVLW�WR�7XUNH\�
LQ�2FWREHU�������WKDW�ZHUH�VXSSOHPHQWHG�E\�VWUDWHJLF�GLDORJXHV�LQ�ZKLFK�ERWK�GLVFXVVHG�
WKHLU� FRPPRQ� WKUHDWV� DQG� RSHUDWLRQDO� SODQV� WR� IRUHVWDOO� WKHP����� 0RUHRYHU�� 7XUNH\�
DSSRLQWHG�QDYDO�DQG�DUP\�DWWDFKpV�WR�,VUDHO�LQ�DGGLWLRQ�WR�DLU�IRUFH�LQ�������
� 7KH� QDYLHV� RI� WKH� WZR� FRXQWULHV� KDYH� DOVR� GHYHORSHG� FORVH� UHODWLRQV� E\� MRLQW�
H[HUFLVHV�WKDW�ZHUH�GHVFULEHG�DV�KXPDQLWDULDQ�VHDUFK�DQG�UHVFXH�WUDLQLQJV��2Q���-DQXDU\�
�����,VUDHOL��7XUNLVK�DQG�86�YHVVHOV�WRRN�SDUW�LQ�5HOLDQW�0HUPDLG��D�FRQWURYHUVLDO�DLUVHD�
UHVFXH�PDQHXYHU� LQ� WKH� HDVWHUQ�0HGLWHUUDQHDQ����� ,Q� DGGLWLRQ�� WKH� ,VUDHOL� QDY\� WUDLQV� DW�
7XUNLVK�GLYLQJ�IDFLOLWLHV��ZKHUH�LW�EHQHILWHG�IURP�ORZHU�SULFHV�WKDQ�WKH�HTXLYDOHQW�FRVW�RI�
VXFK�VSHFLDO�WUDLQLQJ�LQ�*HUPDQ\�RU�%ULWDLQ�����

2YHUDOO�� WKH� PLOLWDU\� FR�RSHUDWLRQ� EHWZHHQ� WKH� WZR� FRXQWULHV� LV� FORVH��
LQVWLWXWLRQDOL]HG� DQG� VWUXFWXUHG�� LQYROYLQJ� VWHHULQJ� FRPPLWWHHV�� UHJXODU� PHHWLQJV� DQG�
VWUDWHJLF�GLDORJXHV�����+RZHYHU��WKH�7XUNLVK�,VUDHOL�PLOLWDU\�FR�RSHUDWLRQ�LV�QRW�D�IRUPDO�
DOOLDQFH� EHFDXVH� WKHUH�ZDV� QR� GRFXPHQW� RU� FRPPLWPHQW� IURP�ERWK� FRXQWULHV� WKDW� WKH\�
ZRXOG� ILJKW� HDFK� RWKHUV� ZDUV�� %XW� D� FDUHIXO� LQWHUSUHWDWLRQ� RI� WKH� SURYLVLRQ� RI� WKH�
GRFXPHQW� WKH\� GLG� VLJQ� LQ� ����� VXJJHVW� WKDW� LW� RSHQV� WKH� GRRU� WR� D� PXFK� HQKDQFHG�
FRRSHUDWLRQ� EHWZHHQ� WKH� WZR� FRXQWULHV²D� FR�RSHUDWLRQ� WKDW� FRXOG� UHDFK� OHYHOV� XVXDOO\�
RQO\�UHDFKHG�E\�DOOLHV�����
,QWHOOLJHQFH�6HFUHW�6HUYLFHV�6SKHUH�
� ,QWHOOLJHQFH� VKDULQJ� KDV� DOZD\V� EHHQ� D� YLWDO� SDUW� RI� 7XUNLVK�,VUDHOL� DOLJQPHQW�
VLQFH� WKH� 3HULSKHUDO� $OOLDQFH�� $OWKRXJK� WKH� HQG� RI� WKH� &ROG� :DU� KDG� HOLPLQDWHG� WKH�
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����5RELQV��6XLWV�DQG�8QLIRUPV� �����
����1DFKPDQL�TXRWHV�IURP�<HGLRW�$KURQRW� ���2FWREHU������LQ�7XUNH\��)DFLQJ�$�1HZ�0LOOHQQLXP� �����
����1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU�����
����.LEDUR÷OX��³7XUNH\�DQG�,VUDHO�6WUDWHJL]H�´�����



��

6RYLHW�WKUHDW��WKH�0LGGOH�(DVW�KDV�FRQWLQXHG�WR�EH�D�SUREOHPDWLF�UHJLRQ�IRU�ERWK�SDUWLHV��
DQG� DGGLWLRQDOO\�� WKH� QDWXUH� RI� WKUHDW� KDV� FKDQJHG� ZLWK� WKH� DFTXLVLWLRQ� RI� QRQ�
FRQYHQWLRQDO� ZHDSRQV� PRUH� HDVLO\�� 7KH� SRVW�&ROG� :DU� HUD� KDV� QHFHVVLWDWHG� PRUH� FR�
RSHUDWLRQ�LQ�LQWHOOLJHQFH�VKDULQJ�EHWZHHQ�WKH�WZR�FRXQWULHV�WR�GHWHU�WKHLU�HQHPLHV��7XUNH\�
DQG�,VUDHO�FRPSOHPHQW�HDFK�RWKHU�LQ�WKLV�VHQVH�EHFDXVH�7XUNH\¶V�JHRJUDSKLF�ORFDWLRQ�DQG�
WKH�VLJQLILFDQW�,VUDHOL�HOHFWURQLF�HDYHVGURSSLQJ�FDSDELOLWLHV�FUHDWH�DQ�LPSUHVVLYH�V\QHUJ\�
LQ� GDWD� FROOHFWLRQ����� ,QWHOOLJHQFH� FR�RSHUDWLRQ� FRPSULVHV� WKH� H[FKDQJH� RI� LQIRUPDWLRQ��
URXWLQH� EULHILQJV�� DQDO\VLV� RI� GDWD� �LQFOXGLQJ� WKDW� FROOHFWHG� E\� ,VUDHOL� VDWHOOLWHV�� DQG�
WULSDUWLWH� GHOLEHUDWLRQV� LQYROYLQJ� WKH� 8QLWHG� 6WDWHV¶� DJHQFLHV���� LQ� ZKLFK� SULPDULO\� WKH�
WKUHDWV� IURP� ZHDSRQV� RI� PDVV� GHVWUXFWLRQ�� UDGLFDO� ,VODP� DQG� WHUURULVP�� KDYH� EHHQ�
GLVFXVVHG��,Q�WKLV�VHQVH��7XUNH\¶V�JHRJUDSKLF�ORFDWLRQ�QH[W�WR�6\ULD��,UDQ�DQG�,UDT�EHQHILWV�
,VUDHO�HQRUPRXVO\�ZLWK� WKH�RSSRUWXQLW\�RI�XVLQJ�7XUNLVK�VSDFH�WR�JDWKHU� LQIRUPDWLRQ�RQ�
6\ULD��,UDQ�DQG�,UDT��7KH�,QWHUQDWLRQDO�,QVWLWXWH�IRU�6WUDWHJLF�6WXGLHV�FRQFXUUHG��UHSRUWLQJ�
WKDW�,VUDHO�LV��DOPRVW�FHUWDLQO\��IO\LQJ�UHFRQQDLVVDQFH�PLVVLRQV�DLPHG�DW�6\ULD��,UDT��DQG�
SRVVLEO\� ,UDQ� IURP�7XUNLVK� DLU� EDVHV����� $GGLWLRQDOO\�� RQ� $SULO� ��� ������ ,VUDHOL� $UP\�
5DGLR� TXRWHG� %LU� DV� VD\LQJ� WKDW� $QNDUD� ZLOO� DOORZ� ,VUDHO� WR� FRQGXFW� HOHFWURQLF�
VXUYHLOODQFH� IOLJKWV�DORQJ� WKH�ERUGHUV�RI�6\ULD�� ,UDQ��DQG� ,UDT����� 7KHUH�ZHUH�DOVR�QHZV�
WKDW� 7XUNH\� DVVLJQHG� EDVHV� IRU� ,VUDHO� DV� &KULVWLDQ� 6FLHQFH� 0RQLWRU� SXEOLVKHG� LQ� -XO\�
������KRZHYHU�DVVLJQLQJ�EDVHV�LQ�(DVW�$QDWROLD�ZDV�LPPHGLDWHO\�GHQLHG�E\�7XUNH\�����

����,QEDU��7KH�7XUNLVK�,VUDHOL�(QWHQWH� ����
����1DFKPDQL��³7KH�5HPDUNDEOH�7XUNLVK�,VUDHOL�7LH�´�SDU�����
����*LO�'LEQHU��³0\�(QHP\¶V�(QHP\�´�+DUYDUG�,QWHUQDWLRQDO�5HYLHZ�����QR����:LQWHU���������SDU������
����'LEQHU��³0\�(QHP\¶V�(QHP\�´�SDU�����
���� g]FDQ� TXRWHV� IURP� 6HPD� (PLUR÷OX�� ³'R÷X¶\D� øVUDLO� hVV��´� 0LOOL\HW� ��� 7HPPX]� ������ 'ÕúLúOHUL�%DNDQOÕ÷Õ�KDEHUL��³øVUDLO¶LQ�'R÷X�$QDGROX¶GDNL�DVNHUL��VOHUGHQ�ID\GDODQGÕ÷Õ�YH�EXQODUÕ�NXOODQDUDN�NRPúX��ONHOHUH�NDUúÕ�FDVXVOXN�IDDOL\HWOHULQGH�EXOXQGX÷X�\ROXQGDNL�KDEHUOHU�WDPDPHQ�DVÕOVÕ]�YH�NDVÕWOÕ�ROXS��ED]Õ�oHYUHOHULFH�ÕVUDUOD�\D\ÕOPD\D�oDOÕúÕOPDNWDGÕU�´���³$QNDUD��øVUDLO¶H�hV�9HUPHGLN�´�0LOOL\HW� ���7HPPX]������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����



��

6LQFH� ,VUDHO� KDV� HOHFWURQLF� HDYHVGURSSLQJ� FDSDELOLWLHV�� 7XUNH\�PLJKW� FR�RSHUDWH�
ZLWK�,VUDHO�WR�JDWKHU�LQIRUPDWLRQ�RQ�HVSHFLDOO\�6\ULD�DQG�3..�DFWLYLWLHV�LQ�1RUWKHUQ�,UDT��
2QH�H[DPSOH�RI� ,VUDHO¶V� FRQWULEXWLRQ� WR�7XUNH\�ZDV� WKDW� LW�SURYLGHG� LQIRUPDWLRQ�RQ� WKH�
5XVVLDQ�PDGH�0LJ����� WKH� W\SH�XVHG�E\�6\ULD¶V�DLU�IRUFH�����$OVR�� WKHUH�ZHUH�QHZV�WKDW�
,VUDHO�SURYLGHG�RU� VROG�7XUNH\� LQIRUPDWLRQ�DERXW�3..�DFWLYLWLHV� LQ�6\ULD�DQG�1RUWKHUQ�
,UDT�WUDQVPLWWHG�E\�WKH�2IHT�VDWHOOLWH����� 5HJDUGLQJ�WKH�LVVXH�RI�$EGXOODK�gFDODQ�� WKHUH�
ZHUH� UHSRUWV� WR� WKH� HIIHFW� WKDW� ,VUDHO� KDG� DVVLVWHG�7XUNH\� LQ� WKH� FDSWXUH�� VXFK� DV� ,VUDHOL�
DJHQFLHV�XVHG�HOHFWURQLF�PHDQV�WR�LQWHUFHSW�PHVVDJHV�DQG�WR�WUDFN�WKH�DLUFUDIW�LQ�ZKLFK�KH�
IOHZ� VHHNLQJ� DV\OXP� DIWHU� KH� KDG� EHHQ� H[SHOOHG� IURP�6\ULD�� KRZHYHU�� ,VUDHO� GHQLHG� LWV�
LQYROYHPHQW�LQ�WKH�FDSWXUH�����

����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����g]FDQ�TXRWHV�IURP�7ROJD�ùDUGDQ��³0266$'¶D�gUW�O�GHQ�3DUD�´�0LOOL\HW� ���2FDN������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
����%HQJLR�TXRWHV�IURP�+D¶DUHW]� )HEUXDU\����������DQG�)HEUXDU\����������LQ�7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�����������



��

&KDSWHU�)RXU�
8�6��3HUFHSWLRQ�RI�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�

� 7KH�HQG�RI�WKH�&ROG�:DU�DQG�FROODSVH�RI�WKH�6RYLHW�8QLRQ�KDV�HOLPLQDWHG�WKH�ULVN�
RI�D�QXFOHDU�ZDU�EHWZHHQ�WKH�WZR�VXSHUSRZHUV��$OWKRXJK�WKH�WKUHDW�HPDQDWLQJ�IURP�WKH�
6RYLHW�8QLRQ�KDG�JRQH�DQG�WKH�8QLWHG�6WDWHV�HPHUJHG�DV�WKH�VROH�SRZHU�LQ�WKH�ZRUOG��WKH�
8QLWHG� 6WDWHV� LQFUHDVHG� LWV� SUHVHQFH� LQ� WKH� SRVW�&ROG� :DU� HUD�� )RXVNDV� VWDWHV� WKDW�
VWUDWHJLF� REMHFWLYHV� RI� WKH� 8QLWHG� 6WDWHV� LQ� WKLV� QHZ� HUD� DV�� WKH�PLOLWDU\� EUDFNHWLQJ� RI�
5XVVLD� DQG� &KLQD� LQ� RUGHU� WR� VXERUGLQDWH� WKHLU� FR�RSHUDWLRQ�� WKH� FRQWLQXDWLRQ� RI� WKH�
VWUDWHJLF� SDUWQHUVKLS� ZLWK� NH\� (8� VWDWHV�� ZKLOH� SUHYHQWLQJ� WKH� HPHUJHQFH� RI� D� IHGHUDO�
(XURSH�� WKH�SUHYHQWLRQ�RI� WKH� IRUPDWLRQ�RI�DQ�DOWHUQDWLYH�SRZHUIXO� FRDOLWLRQ� LQ�(XUDVLD��
WKDW�ZRXOG�EH�FDSDEOH�RI�FKDOOHQJLQJ�WKH�VXSUHPDF\�RI�WKH�8QLWHG�6WDWHV�����

7KH� LQFUHDVHG� SUHVHQFH� RI� WKH� 8QLWHG� 6WDWHV� LQ� WKH� SRVW�&ROG� :DU� HUD� FDQ� EH�
H[SODLQHG� E\� IRXU� IXQGDPHQWDO� FRPSRQHQWV� RI� WKH� 8QLWHG� 6WDWHV¶� IRUHLJQ� SROLF\��
HFRQRPLF��PLOLWDU\�� LGHRORJLFDO� DQG� MXULGLFDO�OHJDO�� WKDW�KDYH�H[SDQGHG� LQ� WKH�SRVW�&ROG�
:DU�HUD��7KHVH�H[SDQVLRQV�DUH��LQ�HFRQRPLF�WHUP��WKH�8QLWHG�6WDWHV�KDV�FKDPSLRQHG�IUHH�
WUDGH�SROLFLHV��DQG�JOREDOL]DWLRQ��UHODXQFKLQJ�*$77�DV� WKH�:72��LQ�PLOLWDU\� WHUPV�� WKH�
8QLWHG� 6WDWHV� KDV� DGYDQFHG� WKH� UHIRUP� DQG� H[SDQVLRQ� RI� 1$72� LQ� (XUDVLD�� LQ�
OHJDO�LGHRORJLFDO� WHUPV�� WKH� 8QLWHG� 6WDWHV� KDV� HODERUDWHG� DQG� H[SHULPHQWHG� IXUWKHU� WKH�
HWKLFDO�OHJDO�GHPRFUDWLF�HOHPHQWV�RI�LWV�&ROG�:DU�IRUHLJQ�SROLF\��DOWKRXJK�WKH�UHDO�PRWLYH�
KDV�EHHQ�WR�FDPRXIODJH�WKH�QDWLRQDO�DQG�FODVV�HOHPHQWV�RI�LWV�PLOLWDU\�DFWLRQV�����

:K\�WKH�8QLWHG�6WDWHV�LQFUHDVHG�LWV�SUHVHQFH�WKLV�PXFK�FDQQRW�EH�MXVW�DQDO\]HG�LQ�
WHUPV�RI�SUHYHQWLQJ�LWV�DOOLHV�IURP�WKH�QHZ�WKUHDWV�RI�WKLV�QHZ�HUD��EXW�RQH�PXVW�WDNH�LQWR�

����)RXVNDV��=RQHV�RI�&RQIOLFW� �����
����)RXVNDV��=RQHV�RI�&RQIOLFW� �����
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FRQVLGHUDWLRQ�RI�WKH�8QLWHG�6WDWHV¶�VWUDWHJLF�LQWHUHVW�LQ�WKH�JUHDWHU�0LGGOH�(DVW��7KH�HQG�
RI� WKH�&ROG�:DU� VHW� ORRVH� IRUFHV� WKDW� KDV� SUHYLRXVO\� EHHQ� NHSW� LQ� FKHFN� DQG� ORRVHQHG�
FRQVWUDLQWV� RQ� WKH� WUDQVIHU� RI� VHQVLWLYH� WHFKQRORJLHV� WKDW� KDG� SUHYLRXVO\� EHHQ� FDUHIXOO\�
FRQWUROOHG�����0RUHRYHU�� WKH�QDWXUH�RI� WKUHDW�KDV�FKDQJHG� LQ� WKH�SRVW�&ROG�:DU�HUD� WKDW�
GHILQLWHO\�FUHDWHG�D�VHFXULW\�HQYLURQPHQW�WKDW�ZDV�PRUH�FRPSOH[�DQG�XQSUHGLFWDEOH�WKDQ�
GXULQJ� WKH�&ROG�:DU�����7KH� DFTXLVLWLRQ�RI�QRQ�FRQYHQWLRQDO�ZHDSRQV�E\� KRVWLOH� VWDWHV�
KDV� LQFUHDVHG�HQRUPRXVO\�� ,Q�DGGLWLRQ��5XVVLD�KDV�EHFRPH�RQH�RI� WKH�PDLQ�VXSSOLHUV�RI�
PDWHULDO� DQG� WHFKQRORJ\� WR� WKRVH� KRVWLOH� VWDWHV� IRU� WKH� VDNH� RI� UHFRYHULQJ� LWV� HFRQRPLF�
FRQGLWLRQ�� PRUHRYHU�� LWV� VWDWXV� LQ� WKH� ZRUOG� SROLWLFV�� 2YHUDOO�� WKH� FRQFHSW� RI� QRQ�
FRQYHQWLRQDO�ZHDSRQV�KDV� WRWDOO\�FKDQJHG�WKH�FRQFHSW�RI�ZDU�FRPSDUHG� WR� WKH�SUHYLRXV�
HUD��7KLV�QHZ�VHFXULW\�HQYLURQPHQW�FHUWDLQO\�HQGDQJHUHG�WKH�VHFXULWLHV�RI�FORVH�DOOLHV�RI�
WKH�8QLWHG�6WDWHV� LQ� WKH� VWUDWHJLFDOO\� LPSRUWDQW� UHJLRQV��+RZHYHU��EHKLQG� WKLV� LGHDOLVP��
VWURQJ�UHDOLVP�ZDV�DW�SOD\��WKH�QHHG�WR�SURWHFW�$PHULFD¶V�WUDGLWLRQDO�VWUDWHJLF�LQWHUHVW�LQ�
WKH� JUHDWHU�0LGGOH�(DVW��WKH� IORZ�RI�RLO�����7KH�QHZ�JUHDW� JDPH�RI� WKH�����V�KDV�EHHQ�
DERXW�WZR�VWUDWHJLF�UHVRXUFHV��RLO�DQG�JDV��ZKLFK�ZDV�D�FRQWLQXDWLRQ�RI�WKH�8QLWHG�6WDWHV¶�
SROLF\�ZLWK�QHZ�PHDQV�� ,Q� WKLV�PDQQHU�� WKH�8QLWHG�6WDWHV�XVLQJ� WKH�DGYDQWDJH�RI�EHLQJ�
WKH� VROH� SRZHU� KDG� WR� HOLPLQDWH� WKHVH� WKUHDWV� WR� SURWHFW� LWV� DOOLHV� LQ� RUGHU� WR� SURWHFW� LWV�
JHR�SROLWLFDO��HFRQRPLF�DQG�VWUDWHJLF�LQWHUHVWV�LQ�WKH�SRVW�&ROG�:DU�HUD��
� +RZ�ZHUH�WKH�VHFXULW\�HQYLURQPHQWV� LQ� WKH�0LGGOH�(DVW�DQG�&HQWUDO�$VLD� LQ� WKH�
����V�DQG�WKH�8QLWHG�6WDWHV¶�SRVLWLRQ"�,Q�WKH�0LGGOH�(DVW�WKH�8QLWHG�6WDWHV¶�SRVLWLRQ�KDV�
XQGHUJRQH�D�VZHHSLQJ�FKDQJH��QRW�RQO\�LQ�FRPSDULVRQ�WR�LWV�UHODWLYH�DORRIQHVV�GXULQJ�WKH�

���0LFKDHO�(LVHQVWDGW��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� HG��%DUU\�5XELQ�DQG�7KRPDV�$��.HDQH\��/RQGRQ��)UDQN�&DVV�������������
����(LVHQVWDGW��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG������
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ���



��

ILUVW�SDUW�RI�WKH�WZHQWLHWK�FHQWXU\��EXW�DOVR�ZLWK�LWV�PXFK�PRUH�DFWLYLVW�VWDQFH�RI�WKH�����V�
DQG� EH\RQG����� 7KH� 8QLWHG� 6WDWHV� KDV� DOZD\V� LQYROYHG� LQ� WKH� 0LGGOH� (DVW�� 7KLV� KDG�
VWDUWHG� ZLWK� WKH� SHULRG� EHWZHHQ� WKH� WZR� :RUOG� :DUV�� ZKHQ� LWV� PDLQ� LQWHUHVW� ZDV�
HFRQRPLF��WKH�TXHVW�IRU�RLO��DQG�FRQWLQXHG�LQ�WKH�SHULRG�IURP�WKH�HQG�RI�WKH�:RUOG�:DU�
,,� WR� WKH� HQG� RI� WKH� &ROG�ZDU�� ZKHQ� LW� GLYHUVLILHG� LWV� LQWHUHVWV� WR� LQFOXGH� SROLWLFDO� DQG�
LGHRORJLFDO�ILHOGV�����+RZHYHU��WKH�*XOI�:DU�ZDV�D�UHDO�WXUQLQJ�SRLQW�LQ�WKH�8QLWHG�6WDWHV¶�
SROLFLHV�WRZDUG�WKH�UHJLRQ��,W�ZDV�VLJQLILFDQW�WKDW�WKH�8QLWHG�6WDWHV�ILUVW�WLPH�ZDJHG�D�ZDU�
WR� D� 0LGGOH� (DVWHUQ� FRXQWU\�� ZKLFK� DGGHG� \HW� DQRWKHU� GLPHQVLRQ��PLOLWDU\� VWUDWHJLF�
LQWHUHVWV�����

$IWHU� WKH�*XOI�:DU� WKH�8QLWHG�6WDWHV� LQFUHDVHG� LWV�PLOLWDU\� FDSDELOLWLHV� EHFDXVH�
DOWKRXJK� WKH� ,UDTL� IRUFHV�ZHUH�RYHUWKURZQ� IURP�.XZDLW�� ,UDT¶V� OHDGHU� 6DGGDP�+XVVHLQ�
UHPDLQHG� LQ�SRZHU�� DQG� FRQWLQXHG� WR�EH� D�SRWHQWLDO� GDQJHU� WR� WKH� UHJLRQ��$OWKRXJK� WKH�
8QLWHG�1DWLRQV¶� UHVROXWLRQ� WKDW� DJUHHG�RQ� HFRQRPLF� VDQFWLRQV�DJDLQVW� ,UDT�KDYH�JUHDWO\�
GHJUDGHG� ,UDT¶V� FRQYHQWLRQDO� PLOLWDU\� FDSDELOLWLHV����� ,UDT¶V� H[LVWLQJ� :0'� FDSDELOLW\�
UDLVHG�PRUH�FRQFHUQ�IRU� WKH�8QLWHG�6WDWHV�DQG�LWV�DOOLHV�LQ�WKH�UHJLRQ�WKDW� WKH\�PLJKW�EH�
XVHG�LQ�D�IXWXUH�FRQIOLFW��0RUHRYHU��WKH�8QLWHG�6WDWHV¶�DELOLW\�WR�SUHYHQW�WKH�VPXJJOLQJ�RI�
HTXLSPHQW� DQG� WHFKQRORJ\� LQWR� ,UDT� WR� UHEXLOG� LWV� FRQYHQWLRQDO� PLOLWDU\� DQG� LWV�:0'�
LQIUDVWUXFWXUH� ZDV� OLPLWHG� DQG� ZRXOG� EHFRPH� PRUH� VR� DV� WKH� DPRXQW� RI� ,UDTL� LPSRUWV�
JUHZ� XQGHU� WKH� RLO�IRU�IRRG� SURJUDP����� +RZHYHU�� ,UDT� ZDV� QRW� WKH� RQO\� VWDWH� WKDW�
DFTXLUHG�:0'�� ,UDQ� DQG�6\ULD�� DV� SRWHQWLDO� WKUHDWV� WR� WKH� UHJLRQ�� DOVR� DFTXLUHG�:0'�
FDSDELOLWLHV� WRR�� (VSHFLDOO\� 5XVVLD� VWDUWHG� WR� WUDQVIHU� PDWHULDO� DQG� WHFKQRORJ\� WR�
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ���
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ���
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ���
����(LVHQVWDGW��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� ����
����(LVHQVWDGW��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� ����



��

DJJUHVVLYH�0LGGOH�(DVWHUQ�VWDWHV�WR�IXOILOO�LWV�QHHG�IRU�KDUG�FXUUHQF\��7KLV�KDV�UDLVHG�JUHDW�
FRQFHUQV�DERXW� WKH�SRVVLELOLW\� WKDW� WKH�SUROLIHUDWLRQ�RI�:0'�LQ� WKH�0LGGOH�(DVW�PHDQV�
WKDW�D�IXWXUH�$UDE�,VUDHOL�ZDU�FRXOG�LQYROYH�WKH�XVH�RI�WKHVH�ZHDSRQV�RQ�WKH�EDWWOHILHOG�RU�
DJDLQVW�FLYLOLDQ�SRSXODWLRQ�FHQWHUV�����

7KHUH�ZDV�DOVR�WKH�LVVXH�RI�ULVLQJ�,VODPLF�WHUURULVP�LQ�WKH�0LGGOH�(DVW��%RWK�,UDQ�
DQG� 6\ULD� KDYH� VXSSRUWHG� DQG� HYHQ� KRVWHG� ,VODPLVW� WHUURULVW� RUJDQL]DWLRQV� VXFK� DV�
+L]EROODK�� 7KHUH� ZDV� QR� JXDUDQWHH� WKDW� WKRVH� KRVWLOH� VWDWHV�ZRXOG� QRW� DOVR� VXSSO\� WKH�
WHUURULVW�RUJDQL]DWLRQV�ZLWK�:0'�IRU�WKH�DPELWLRQV��,Q�WKLV�PDWWHU��WKH�8QLWHG�6WDWHV�KDV�
H[WHQGHG�LWV�SUHVHQFH�LQ�WKH�0LGGOH�(DVW�DJDLQVW�WKHVH�WKUHDWV�LQ�WKH�SRVW�&ROG�:DU�HUD�WR�
SURWHFW� LWV� LQWHUHVWV�� ZKLFK� DUH�� IUHH� IORZ� RI� RLO� DW� UHDVRQDEOH� SULFHV�� UHFLSURFDWLQJ� WKH�
IULHQGVKLS� RI� $UDE� FRXQWULHV� WKDW� VRXJKW� JRRG� UHODWLRQV� ZLWK� WKH� 8QLWHG� 6WDWHV�� WKH�
VXUYLYDO��ZHOO�EHLQJ��DQG�VHFXULW\�RI�,VUDHO��DQG�VHWWOHPHQW�RI�WKH�$UDE�,VUDHOL�FRQIOLFW�����
$V�D� UHVXOW�� WKH�8QLWHG�6WDWHV�DGRSWHG� WKUHH�SROLFLHV� WRZDUG� WKH� UHJLRQ��ZKLFK�DUH��GXDO�
FRQWDLQPHQW�RI�,UDT�DQG�,UDQ�LQ�WKH�HDVW��HQFRXUDJLQJ�DQ�$UDE�,VUDHOL�SHDFH�SURFHVV�LQ�WKH�
ZHVW��DQG�SURPRWLQJ�D�YLVLRQ�RI�D�PRUH�GHPRFUDWLF�DQG�SURVSHURXV�UHJLRQ�IRU�DOO�SHRSOHV�
RI�WKH�0LGGOH�(DVW�����

7KH�RWKHU�UHJLRQ�ZKHUH�WKH�8QLWHG�6WDWHV�ZDQWHG�WR�EH�D�GRPLQDQW�SRZHU�LQ�WHUPV�
RI� JHR�SROLWLFDO� DQG� HFRQRPLF� LQWHUHVWV� LV� WKH� &DVSLDQ� UHJLRQ� DQG� &HQWUDO� $VLD�� 7KH�
FROODSVH�RI�WKH�6RYLHW�8QLRQ�KDG�FUHDWHG�D�SRZHU�YDFXXP�LQ�WKH�UHJLRQ�WKDW�PDQ\�DFWRUV��
5XVVLD�� ,UDQ��7XUNH\��&KLQD�DQG� WKH�8QLWHG�6WDWHV��KDV� WULHG� WR�H[SORLW� WKH� UHJLRQ¶V�YDVW�
HQHUJ\�UHVRXUFHV�IRU�VWUDWHJLF�LQWHUHVWV��7KH�LQWHUQDWLRQDO�MRXUQDOV�WDONHG�DERXW�WKH�UHYLYDO�
RI� WKH�QLQHWHHQWK�FHQWXU\�³JUHDW�JDPH´� LQ� WKH�&DXFDVXV�DQG�&HQWUDO�$VLD�ZLWK�GLIIHUHQW�
����(LVHQVWDGW��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� ����
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

SOD\HUV�����7KH�UHJLRQ�KDV�ODUJH�RLO�GHSRVLWV�DQG�ULFK�QDWXUDO�JDV�UHVRXUFHV��+RZHYHU��WKH�
ULFK�HQHUJ\�ILHOGV�DUH�ODQGORFNHG�DQG�UHODWLYHO\�LQDFFHVVLEOH��PHDQLQJ�WKDW�H[SRUW�URXWHV�
DQG�SLSHOLQHV�KDG�WR�EH�EXLOW�WR�H[SRUW�&DVSLDQ�RLO�WR�WKH�ZRUOG�PDUNHW�DQG�D�ODUJH�DPRXQW�
RI� &DVSLDQ� RLO� ZDV� LQWHQGHG� IRU� H[SRUW�� VLQFH� WKH� RLO� FRQVXPSWLRQ� LQ� WKH� SURGXFLQJ�
FRXQWULHV�LV�UHODWLYHO\�ORZ�����

,Q�WKLV�VHQVH��WKH�8QLWHG�6WDWHV�WR�VHFXUH�LWV�VWUDWHJLF�LQWHUHVWV��WR�HQVXUH�DFFHVV�WR�
RLO�DQG�UHVRXUFHV��LQ�WKH�JUHDWHU�0LGGOH�(DVW�DGRSWHG�DQ�DFWLYH�SROLF\�WRZDUG�WKH�UHJLRQ��
7KH� VWUDWHJLF� LPSRUWDQFH� ZDV� VWUHVVHG� E\� (QHUJ\� 6HFUHWDU\� %LOO� 5LFKDUGVRQ� ZKHQ� KH�
GHFODUHG�� ³7KLV� LV� DERXW�$PHULFD¶V� HQHUJ\� VHFXULW\��ZKLFK�GHSHQGV�RQ�GLYHUVLI\LQJ�RXU�
VRXUFHV�RLO�DQG�JDV�ZRUOGZLGH��DQG�LW�LV�DOVR�DERXW�SUHYHQWLQJ�VWUDWHJLF�LQURDGV�E\�WKRVH�
ZKR� GRQ¶W� VKDUH� RXU� YDOXHV�´���� 7KH� 8QLWHG� 6WDWHV� LPPHGLDWHO\� UHFRJQL]HG� WKH� QHZ�
UHSXEOLFV��DQG�VWDUWHG�WR�HVWDEOLVK�JRRG�UHODWLRQV�LQ�RUGHU�WR�SURPRWH�LWV�LQIOXHQFH�RYHU�WKH�
UHJLRQ�WR�SUHYHQW�WKH�UHJLRQDO�WKUHDWV�WKDW�ZRXOG�XQGHUPLQH�LWV�LQWHUHVWV���
� )LUVW� RI� DOO�� WKH�8QLWHG� 6WDWHV� IHDUHG� WKDW� WKH� LQVWDELOLW\� VWHPPHG� IURP� UHJLRQDO�
FRQIOLFWV�PLJKW�DIIHFW�VRPH�DOOLHV�RI�WKH�8QLWHG�6WDWHV�LQ�WKH�0LGGOH�(DVW�VXFK�DV�7XUNH\��
6HFRQG�� WKH� RWKHU� FRQFHUQ� RI� WKH� 8QLWHG� 6WDWHV� ZDV� WKDW� WKH� UHJLRQ� SRVVHVVHG� QXFOHDU�
ZHDSRQV��ZKLFK�PLJKW�EH� WUDQVIHUUHG� WR�KRVWLOH�VWDWHV�RU� WHUURULVW�RUJDQL]DWLRQV��)LQDOO\��
5XVVLD�� ,UDQ� DQG� &KLQD¶V� FRPSHWLWLRQ� RYHU� WKH� UHJLRQ� FUHDWHG� D� GDQJHU� IRU� WKH� 8QLWHG�
6WDWHV��5XVVLD�ZDQWHG�WR�UHJDLQ�WKH�FRQWURO�WKDW�LW�KDG�ORVW�ZLWK�WKH�FROODSVH�RI�WKH�6RYLHW�
8QLRQ� RYHU� WKH� UHJLRQ�� ,Q� WKLV� VHQVH�� 5XVVLD� KDG� UHVWUXFWXUHG� WKH� &RPPRQZHDOWK� RI�

����.DPHU�.DVLP��7XUNLVK�$PHULFDQ�5HODWLRQV��3DVW��3UHVHQW�DQG�)XWXUH� HG��0XVWDID�$\GLQ�DQG�&DJUL�(UKDQ��/RQGRQ��5RXWOHGJH��������������
����.DVLP��7KH�7XUNLVK�$PHULFDQ�5HODWLRQV� �����
����.UDPHU��$ &KDQJLQJ�7XUNH\� �����
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,QGHSHQGHQW�6WDWHV��&,6��WR�WLJKWHQ�FRRSHUDWLRQ�����5XVVLD�DOVR�GHYHORSHG�HFRQRPLF�DQG�
SROLWLFDO� UHODWLRQV� ZLWK� &KLQD�� DQG� GHHSHQHG� LWV� UHODWLRQV� ZLWK� 0LGGOH� (DVWHUQ� VWDWHV��
HVSHFLDOO\�,UDT�DQG�,UDQ��WKDW�ZHUH�KRVWLOH�WR�WKH�8QLWHG�6WDWHV��,UDQ�PLJKW�WDNH�DGYDQWDJH�
RI�WKH�SRZHU�YDFXXP�LQ�WKH�UHJLRQ�WR�VSUHDG�LWV�LQIOXHQFH�DQG�,VODPLF�IXQGDPHQWDOLVP�WR�
WKH�UHJLRQ��,Q�WKLV�FRQWH[W��WKH�REMHFWLYHV�RI�WKH�8QLWHG�6WDWHV�LQ�WKH�UHJLRQ�DUH��

� 6WUHQJWKHQ� WKH� YLDELOLW\� RI� WKHVH� QHZ� VWDWHV� DV� PDUNHW�EDVHG� GHPRFUDFLHV� E\�
VWHDGIDVWO\�VXSSRUWLQJ�WKHLU�LQGHSHQGHQFH��WHUULWRULDO�LQWHJULW\��DQG�SURVSHULW\��

� (QKDQFH�EXVLQHVV�RSSRUWXQLWLHV�IRU�8�6��DQG�RWKHU�FRPSDQLHV��
� 0LWLJDWH� UHJLRQDO� FRQIOLFWV� DQG� IRVWHU� FR�RSHUDWLRQ� LQ� RUGHU� WR� HQFRXUDJH� WKH�

LQWHJUDWLRQ�RI�WKH�1,6�LQWR�WKH�JOREDO�FRPPXQLW\�RI�GHPRFUDFLHV��
� (QVXUH� WKDW� &DVSLDQ� HQHUJ\� UHVRXUFHV� EROVWHU� WKH� HQHUJ\� VHFXULW\� RI� WKH�8QLWHG�

6WDWHV�DQG�LWV�DOOLHV��DV�ZHOO�DV��WKH�HQHUJ\�LQGHSHQGHQFH�RI�WKH�&DVSLDQ�1,6��E\�
JXDUDQWHHLQJ�WKH�IUHH�IORZ�RI�&DVSLDQ�RLO�DQG�JDV�WR�ZRUOG�PDUNHWV�����
.DPHU�.DVLP�DOVR�VWUHVVHV�WKH�LPSRUWDQFH�DQG�HIIHFWLYHQHVV�RI�UHJLRQDO�SRZHUV�LQ�

WKH�SRVW�&ROG�:DU�SHULRG��7KH�8QLWHG�6WDWHV�VKRXOG�FR�RSHUDWH�ZLWK�UHJLRQDO�SRZHUV� LQ�
RUGHU� WR� LPSOHPHQW� SROLFLHV� HIIHFWLYHO\� WKDW� ZRXOG� IXOILOO� WKH� VWUDWHJLF� LQWHUHVWV� RI� WKH�
8QLWHG�6WDWHV�� ,Q� WKLV�VHQVH�� WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�HPHUJHV�DV� WKH�PRVW�YDOXDEOH�
RSWLRQ� IRU� WKH� HIIHFWLYH� 8�6�� SROLFLHV�� %RWK� SDUWLHV� ZLWK� WKHLU� SUR�$PHULFDQ� DQG�
GHPRFUDWLF� LGHQWLWLHV�� DQG� HIIHFWLYH� PLOLWDU\� FDSDELOLWLHV²� 7XUNH\� ZLWK� WKH� ODUJHVW�
PLOLWDU\� IRUFH� LQ� WKH� DUHD� DQG� ,VUDHO� ZLWK� DGYDQFHG� ZHDSRQV� DQG� WHFKQRORJLFDO� NQRZ�
KRZ²EHFDPH� UHOLDEOH� UHJLRQDO� SRZHUV� WKDW� WKHLU� VWUDWHJLF� SDUWQHUVKLS� EHQHILWHG� WKH�
8QLWHG� 6WDWHV¶� LQWHUHVWV� LQ� WKH� JUHDWHU� 0LGGOH� (DVW�� 7KH� 8QLWHG� 6WDWHV� FRQVLGHUHG� WKH�

����$UDV��7KH�1HZ�*HRSROLWLFV�RI�(XUDVLD�DQG�7XUNH\¶V�3RVLWLRQ� ����
����.UDPHU��$ &KDQJLQJ�7XUNH\� �����



��

7XUNLVK�,VUDHOL� DOLJQPHQW� DV� D� VWUDWHJLF� DVVHW��$OWKRXJK� WKHUH�ZHUH� VRPH�GLIIHUHQFHV� LQ�
WKHLU� SULRULWLHV�� WKH� 8QLWHG� 6WDWHV�� 7XUNH\� DQG� ,VUDHO� KDG� FRPPRQ� VHW� RI� WKUHDWV� DQG�
LQWHUHVWV�LQ�WKH�JUHDWHU�0LGGOH�(DVW��%HIRUH�JHWWLQJ�GRZQ�WR�WKH�GHWDLOV�RI�KRZ�WKH�8QLWHG�
6WDWHV� SHUFHLYHG� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW�� DQG� KRZ� WKH� VWUDWHJLF� EHQHILWV� RI� WKH�
DOLJQPHQW�KDV�EHHQ�HIIHFWLYH�RQ� WKH�8QLWHG�6WDWHV¶� LQWHUHVWV��RQH�VKRXOG�EULHIO\�DQDO\]H�
WKH�7XUNLVK�$PHULFDQ�DQG�,VUDHOL�$PHULFDQ�UHODWLRQV�WR�KDYH�D�EHWWHU�XQGHUVWDQGLQJ��
7XUNLVK�$PHULFDQ�5HODWLRQV�
� 7XUNH\�EHFDXVH�RI�LWV�JHRJUDSKLFDO�SRVLWLRQ�EHFDPH�DQ�DVVHW�IRU�WKH�8QLWHG�6WDWHV�
GXULQJ� WKH�&ROG�:DU� \HDUV��7XUNH\�SURYLGHG�FULWLFDO�EDVH� IDFLOLWLHV� IRU� WKH�86�PLOLWDU\��
ZKLOH� LQ� WXUQ�� WKH� 8QLWHG� 6WDWHV� SURYLGHG� H[WHQVLYH� HFRQRPLF� DQG� PLOLWDU\� DLG� WR�
7XUNH\�����7KH�HQG�RI�WKH�&ROG�:DU�DQG�GLVLQWHJUDWLRQ�RI�WKH�6RYLHW�8QLRQ�KDV�DOWHUHG�WKH�
LQWHUQDWLRQDO�V\VWHP��7KH�UHPRYDO�RI�WKH�JUHDWHVW�WKUHDW�IRU�:HVW��WKH�H[SDQVLRQLVW�6RYLHW�
8QLRQ�DQG�FRPPXQLVW�LGHRORJ\�KDV�OHIW�7XUNH\�ZLWK�FRQFHUQV�WKDW�LW�KDV�ORVW�LWV�VWUDWHJLF�
LPSRUWDQFH�WR�WKH�8QLWHG�6WDWHV��+RZHYHU��WKH�QHZ�WKUHDWV�RI�WKH�QHZ�HUD�ZLWK�GLIIHUHQW�
QDWXUH�KDYH�EURXJKW�QHZ�FKDOOHQJHV� WR�7XUNH\�DQG� WR� WKH�8QLWHG�6WDWHV��ZKLFK�HQDEOHG�
7XUNH\�DQG�WKH�8QLWHG�6WDWHV� WR�GHYHORS�WKHLU�UHODWLRQV��7KH�RWKHU� UHDVRQ�ZDV�7XUNH\¶V�
GHFLVLRQ�WR�PRGLI\�LWV�IRUHLJQ�SROLF\�FKDUDFWHU�ZLWK�D�PRUH�DFWLYH�RQH�WRZDUG�WKH�0LGGOH�
(DVW�DQG�WKH�&DXFDVXV�DQG�&HQWUDO�$VLD���
� 7KH�*XOI�:DU�ZDV�D� VLJQLILFDQW�HYHQW� LQ� WKH�HYROXWLRQ�RI� WKH�7XUNLVK�$PHULFDQ�
UHODWLRQV� LQ� WKH� SRVW�&ROG�:DU� HUD��7XUNH\� GHSDUWHG� IURP� LWV� WUDGLWLRQDO� SROLF\� RI� QRQ�
LQYROYHPHQW�LQ�UHJLRQDO�FRQIOLFWV��WRRN�D�VWURQJ�VWDQG�DJDLQVW�6DGGDP�+XVVHLQ¶V�UHJLPH��
DQG� SDUWLFLSDWHG� LQ� WKH� 86�OHG� FRDOLWLRQ� WKDW� UHSHOOHG� WKH� LQYDGLQJ� ,UDTL� IRUFHV� IURP�

����.HPDO�.LULVFL��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� HG��%DUU\�5XELQ�DQG�7KRPDV�$��.HDQH\��/RQGRQ��)UDQN�&DVV��������������
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.XZDLW�����$IWHU�WKH�*XOI�:DU�GHVSLWH�VRPH�XSV�DQG�GRZQV��DQG�VRPH�GLYHUJHQW�YLHZV�RQ�
VRPH� LVVXHV� DQG� SUREOHPV�� WKH� UHODWLRQVKLS� EHWZHHQ� 7XUNH\� DQG� WKH� 8QLWHG� 6WDWHV�
UHPDLQHG�VWURQJ�EHFDXVH�RI�VKDUHG�VLPLODU�YLHZV�RQ�VHYHUDO�VHFXULW\�LVVXHV�LQ�WKH�0LGGOH�
(DVW��WKH�&DXFDVXV��DQG�RQ�HQHUJ\�LVVXHV��
� ,Q� WKH�0LGGOH�(DVW�� WKH�PRVW� LPSRUWDQW�HYHQW�ZDV� WKH�8QLWHG�6WDWHV¶�EOHVVLQJ�RI�
WKH�GHYHORSPHQW�RI�D�VWUDWHJLF�SDUWQHUVKLS�EHWZHHQ�7XUNH\�DQG�,VUDHO��7KH�8QLWHG�6WDWHV�
KDV�YLHZHG�WKH�,VUDHOL�7XUNLVK�DOLJQPHQW�IDYRUDEO\�VLQFH�LW�EURXJKW�WZR�RI�:DVKLQJWRQ¶V�
FORVHVW� DOOLHV� ZLWK� WKH� VWURQJHVW� PLOLWDU\� FDSDELOLWLHV����� 7KH� 8QLWHG� 6WDWHV� DQG� 7XUNH\�
DOVR� EHOLHYHG� WKDW� IRU� UHJLRQDO� VWDELOLW\� WKH� $UDE�,VUDHOL� FRQIOLFW� VKRXOG� EH� VROYHG� LQ�
SHDFHIXO�WHUPV��,Q�WKLV�VHQVH��WKH�8QLWHG�6WDWHV�EHOLHYHG�WKDW�7XUNH\�FRXOG�SOD\�DQ�DFWLYH�
UROH�DV�D�PHGLDWRU�VLQFH�LW�HVWDEOLVKHG�UHODWLRQV�ZLWK�WKH�WZR�VLGHV��7KH�8QLWHG�6WDWHV�DQG�
7XUNH\� KDYH� ERWK� UDLVHG� WKHLU� FRQFHUQV� RYHU� WKH� SUROLIHUDWLRQ� RI� ZHDSRQV� RI� PDVV�
GHVWUXFWLRQ�LQ�WKH�0LGGOH�(DVW��ZKLFK�ZRXOG�HQGDQJHU�UHJLRQDO�VHFXULW\�DQG�VWDELOLW\��7KH�
8QLWHG� 6WDWHV¶� VWUDWHJ\� LQ� WKLV� UHJDUG� IRFXVHG� PRVWO\� RQ� SUHYHQWLQJ� SUROLIHUDWLRQ� E\�
SUHVVXULQJ�H[SRUWHUV��5XVVLD��&KLQD�DQG�1RUWK�.RUHD��QRW� WR�VXSSO\� WKH�0LGGOH�(DVWHUQ�
FRXQWULHV�����

+RZHYHU�� WKH�8QLWHG�6WDWHV�DQG�7XUNH\�KDG�GLYHUJHQW�YLHZV� UHJDUGLQJ� ,UDT�DQG�
,UDQ�� ,Q� WHUPV�RI� ,UDT� LVVXH�� WKH�8QLWHG�6WDWHV� WULHG� WR�RYHUWKURZ�6DGGDP�+XVVHLQ� IURP�
SRZHU� E\� FRQWDLQPHQW� SROLF\�� HFRQRPLF� DQG� WUDGH� VDQFWLRQV�� 7KH� 8QLWHG� 6WDWHV� DOVR�
VXSSRUWHG�WKH�RSSRVLWLRQ�JURXSV��HVSHFLDOO\�WKH�.XUGV�E\�EHLQJ�D�PHGLDWRU�WR�XQLI\�WKHP�
LQ�WKH�QRUWK�RI�,UDT��7KLV�KDV�UDLVHG�PDLQ�FRQFHUQV�LQ�7XUNH\��7XUNH\�GLG�QRW�MXVW�ZDQWHG�

����6DEUL�6D\DUL��7XUNLVK�$PHULFDQ�5HODWLRQV��3DVW��3UHVHQW�DQG�)XWXUH� HG��0XVWDID�$\GLQ�DQG�&DJUL�(UKDQ��/RQGRQ��5RXWOHGJH�������������
����6D\DUL��7XUNLVK�$PHULFDQ�5HODWLRQV� ����
����.LULVFL��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� �����



��

WR�QRUPDOL]H�LWV�HFRQRPLF�UHODWLRQV�ZLWK�,UDT��EXW�DOVR�IDYRUHG�WKH�WHUULWRULDO�LQWHJULW\�RI�
,UDT�� HVSHFLDOO\� WKH� LQWHJUDWLRQ� RI� WKH� .XUGV� EHFDXVH� WKH� RSSRVLWH� VLWXDWLRQ� ZRXOG�
HQGDQJHU�7XUNH\¶V�VHFXULW\�UHJDUGLQJ�LWV�RZQ�.XUGLVK�SUREOHP��,Q�WHUPV�RI�,UDQ��ERWK�WKH�
8QLWHG�6WDWHV�DQG�7XUNH\�YLHZHG�,UDQ�DV�D�GDQJHU�WR�WKH�UHJLRQDO�VWDELOLW\�RI�WKH�0LGGOH�
(DVW��2YHU�\HDUV��7XUNLVK�RIILFLDOV�DFFXVHG�,UDQ�RI�LQWHUIHULQJ�LQ�7XUNH\¶V�LQWHUQDO�DIIDLUV��
KRVWLQJ�DQG�VXSSRUWLQJ�3..��DQG�WUDLQLQJ�IXQGDPHQWDOLVW�WHUURULVWV�WR�FDUU\�RXW�DWWDFNV�RQ�
7XUNLVK� VHFXODULVWV����� +RZHYHU�� 7XUNH\� GLG� QRW� IDYRU� FRQWDLQLQJ� ,UDQ� OLNH� WKH� 8QLWHG�
6WDWHV�EHFDXVH�7XUNH\�ZDQWHG�JRRG�HFRQRPLF�UHODWLRQV�ZLWK�,UDQ��
� ,Q�WKH�&DXFDVXV��WKH�8QLWHG�6WDWHV�DQG�7XUNH\�ERWK�VKDUHG�VLPLODU�YLHZV�RQ�VRPH�
LVVXHV� DQG� GLYHUJHQW� YLHZV� RQ� RWKHUV�� %RWK� FRXQWULHV¶� FRPPRQ� LQWHUHVWV� ZDV� WKH�
HPHUJHQFH�RI�GHPRFUDWLF�� VHFXODU�DQG�SUR�:HVWHUQ� UHJLPHV� LQ� WKH�DUHD� WKDW� LQ� WKH�HDUO\�
����V� PDQ\� 8�6�� GHFLVLRQ� PDNHUV� HYHQ� SURPRWHG� 7XUNH\¶V� PDUNHW�RULHQWHG� HFRQRP\��
GHPRFUDF\�DQG� VHFXODULVP�DV�D�PRGHO� IRU�&HQWUDO�$VLDQ� UHSXEOLFV�RI� WKH� IRUPHU�6RYLHW�
8QLRQ�� DQG� WKHLU�GHVLUH� WR�SUHYHQW� WKH� UHEXLOGLQJ�RI�D�6RYLHW�5XVVLDQ�HPSLUH�����7XUNH\�
UDLVHG�FRQFHUQV� UHJDUGLQJ�5XVVLDQ�YLRODWLRQ�RI� WKH������&RQYHQWLRQDO�)RUFHV� LQ�(XURSH�
�&)(�� 7UHDW\� LQ� WKH� QRUWKHUQ� &DXFDVXV� DQG� WKH� UHVWDWLRQLQJ� RI� 5XVVLDQ� IRUFHV� DORQJ�
7XUNH\¶V�ERUGHUV�LQ�*HRUJLD�DQG�$]HUEDLMDQ��DQG�GLG�QRW�UHFHLYH�D�V\PSDWKHWLF�KHDULQJ�LQ�
:DVKLQJWRQ�����+RZHYHU��WKH�8QLWHG�6WDWHV�ZLWK�WKH�HUXSWLRQ�RI�WKH�FRQIOLFW�LQ�&KHFKQ\D�
FKDQJHG� LWV� SROLF\� WRZDUG� 5XVVLD�� 7KH� PDMRU� DUHD� WKDW� WKH� 8QLWHG� 6WDWHV� DQG� 7XUNH\�
GLIIHUHG� ZDV� WKH� $UPHQLDQ� LVVXH�� ,Q� WKH� 1DJRUQR�.DUDEDNK� FRQIOLFW� 7XUNH\� ZDV�

����$ODQ�0DNRYVN\��7XUNH\¶V�7UDQVIRUPDWLRQ�DQG�$PHULFDQ�3ROLF\� HG��0RUWRQ�$EUDPRZLW]��1HZ�<RUN��7KH�&HQWXU\�)RXQGDWLRQ��������������
����.HPDO�.LULúFL��³8�6�7XUNLVK�5HODWLRQV��1HZ�8QFHUWDLQWLHV�LQ�D�5HQHZHG�3DUWQHUVKLS�´�LQ�7XUNH\�LQ�:RUOG�3ROLWLFV��$Q�(PHUJLQJ�0XOWLUHJLRQDO�3RZHU� HG��%DUU\�5XELQ�DQG�.HPDO�.LULúFL��,VWDQEXO��%R÷D]LoL�8QLYHUVLW\�3UHVV��������������
����6D\DUL��7XUNLVK�$PHULFDQ�5HODWLRQV� ����



��

FRQFHUQHG�ZLWK�WKH�8QLWHG�6WDWHV¶�EDFNLQJ�RI�$UPHQLD��$IWHU�,VUDHO�WKH�$UPHQLD�KDV�EHHQ�
WKH�VHFRQG�KLJKHVW�UHFLSLHQW�RI�86�IRUHLJQ�DLG�RQ�D�SHU�FDSLWD�EDVLV�GHVSLWH�LWV�RFFXSDWLRQ�
RI�PRUH�WKDQ�RQH�ILIWK�RI�$]HUL�WHUULWRU\�����

7KH�SULQFLSDO�PDWWHU�WKDW�8QLWHG�6WDWHV�DQG�7XUNH\¶V�YLHZV�KDYH�FRQYHUJHG�LV�RQ�
HQHUJ\� SROLWLFV�� 7KH�YDVW� HQHUJ\� UHVRXUFHV�� RLO� DQG�JDV�� RI� WKH�&DVSLDQ� UHJLRQ�KDV�ERWK�
DWWUDFWHG�7XUNH\�DQG� WKH�8QLWHG�6WDWHV��%RWK�FRXQWULHV�KDYH�VXSSRUWHG� WKH�GHYHORSPHQW�
RI�DOWHUQDWLYH�URXWHV�WKDW�ZRXOG�HPDQFLSDWH�WKH�QHZ�UHSXEOLFV�IURP�5XVVLDQ�SUHVVXUH�DQG�
LQWHJUDWH� WKHP� WR� WKH� JOREDOL]DWLRQ� SURFHVV�� ,Q� DGGLWLRQ�� 7XUNH\�ZDQWHG� WR� GLYHUVLI\� LWV�
VRXUFHV�WR�PHHW�LWV�HFRQRPLF�GHPDQGV�LQ�WKH�����V��,Q�WKLV�VHQVH��7XUNH\�KDV�ZDQWHG�WR�
EHFRPH�DQ�DFWLYH�SOD\HU�LQ�WKH�SLSHOLQHV�FRPSHWLWLRQ�WKDW�ZRXOG�WUDQVSRUW�&DVSLDQ�RLO�DQG�
JDV� WR� :HVWHUQ� PDUNHWV�� � 7XUNH\� SURSRVHG� WKH� %DNX�&H\KDQ� SLSHOLQH� SURMHFW�� 7KH�
SLSHOLQH�ZRXOG�FDUU\�QDWXUDO�JDV�DQG�RLO�IURP�$]HUEDLMDQ�SRUW�RI�%DNX�YLD�*HRUJLD�WR�WKH�
7XUNLVK�SRUW�&H\KDQ�RQ�WKH�0HGLWHUUUDQHDQ�6HD�����7XUNH\�KDV�PDLQWDLQHG�WKDW�WKH�%DNX�
&HK\DQ� URXWH� RIIHUV� DQ� HQYLURQPHQWDOO\� VDIHU� DOWHUQDWLYH� WR� WKH� QRUWKHUQ� URXWH� WKDW� KDV�
EHHQ�VWURQJO\�SURPRWHG�E\�5XVVLD�DQG�WKDW�ZRXOG�OHDG�WR�LQFUHDVHG�WDQNHU�WUDIILF�WKURXJK�
WKH� %RVSRUXV�� KRZHYHU�� JHRSROLWLFDO� FRQFHUQV� KDYH� DOVR� SOD\HG� DQ� LPSRUWDQW� UROH� LQ�
$QNDUD¶V� HIIRUW� WR� VHFXUH� WKH� FRQVWUXFWLRQ� RI� WKH� %DNX�&HK\DQ� SLSHOLQH����� 7XUNH\�
EHOLHYHG�WKDW�ZLWK� WKH�%DNX�&H\KDQ�URXWH��7XUNH\�ZRXOG�EHFRPH�D�UHJLRQDO�SRZHU� WKDW�
ZRXOG�LQFUHDVH�LWV�VWUDWHJLF�LPSRUWDQFH��
� 7KH� 8QLWHG� 6WDWHV� KDV� VXSSRUWHG� WKH� %DNX�&H\KDQ� SLSHOLQH� SURMHFW� EHFDXVH� LW�
ZRXOG�VHUYH�DW� OHDVW� WKUHH�DLPV��HQKDQFLQJ�7XUNH\¶V� UHJLRQDO� LPSRUWDQFH�� LVRODWLQJ� ,UDQ�
�E\� SUHYHQWLQJ� LW� IURP�EHLQJ� WKH� RXWOHW� IRU�&DVSLDQ�6HD� HQHUJ\��� DQG� VWUHQJWKHQLQJ� WKH�
����6D\DUL��7XUNLVK�$PHULFDQ�5HODWLRQV� ����
����.LULúFL��7XUNH\�LQ�:RUOG�3ROLWLFV� �����
����6D\DUL��7XUNLVK�$PHULFDQ�5HODWLRQV� ����
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LQGHSHQGHQFH�RI� IRUPHU�6RYLHW�VWDWHV�$]HUEDLMDQ�DQG�*HRUJLD�����$OWKRXJK��ERWK�SDUWLHV�
KDG� FRPPRQ� YLHZV� RQ� &DVSLDQ� HQHUJ\� URXWH�� WKHUH� ZHUH� VRPH� LVVXHV� WKDW� WKH� 8QLWHG�
6WDWHV¶�DQG�7XUNH\¶V�YLHZV�GLYHUJHG��)LUVW�RI�DOO�� WKH�8QLWHG�6WDWHV�ZDV�FRQFHUQHG�ZLWK�
WKH� DJUHHPHQW� EHWZHHQ� 7XUNH\� DQG� ,UDQ�� ,Q� DQ� HIIRUW� WR� PHHW� LWV� JURZLQJ� GHPDQG� IRU�
QDWXUDO� JDV� DQG� GLYHUVLI\� WKH� VRXUFHV� RI� LWV� JDV� LPSRUWV�� 7XUNH\� VLJQHG� D� ���� ELOOLRQ�
DJUHHPHQW� ZLWK� ,UDQ� LQ� ����� WKDW� DOVR� LQYROYHG� WKH� FRQVWUXFWLRQ� RI� D� QHZ� SLSHOLQH�
EHWZHHQ� WKH� WZR� QHLJKERULQJ� FRXQWULHV����� 7KLV� DJUHHPHQW� ZRXOG� EH� DJDLQVW� WKH�
FRQWDLQPHQW�SROLF\�RI�WKH�8QLWHG�6WDWHV��0RUHRYHU��WKH�86�DGPLQLVWUDWLRQ�ZDV�FRQFHUQHG�
WKDW�WKH�DJUHHPHQW�EHWZHHQ�,UDQ�DQG�7XUNH\�ZRXOG�OHDG�WR�JURZLQJ�DFFHSWDQFH�RI�,UDQ�DV�
D SDUWQHU� LQ�HQHUJ\�E\�RWKHU�FRXQWULHV�����6HFRQG�� WKH�8QLWHG�6WDWHV�ZDV�DOVR�FRQFHUQHG�
ZLWK�WKH�MRLQW�SURMHFW�RI�7XUNH\�DQG�5XVVLD��%OXH�6WUHDP��WR�FRQVWUXFW�D�SLSHOLQH�EHQHDWK�
WKH� %ODFN� 6HD� WR� WUDQVSRUW� 5XVVLDQ� JDV� WR� 7XUNH\�� 7KLV� SURMHFW� FRQIOLFWHG� ZLWK� D� 8�6��
EDFNHG�SURMHFW�$QNDUD�ZDV�VLPXOWDQHRXVO\�SXUVXLQJ��WKH�7UDQV�&DVSLDQ�3LSHOLQH��7&3���
ZKLFK� ZRXOG� FDUU\� 7XUNPHQLVWDQ� JDV� WR� 7XUNH\� YLD� WKH� &DVSLDQ�� $]HUEDLMDQ�� DQG�
*HRUJLD�����
,VUDHOL�$PHULFDQ�5HODWLRQV�
� 8QWLO� ����� :DU� WKH� 8QLWHG� 6WDWHV� WHQGHG� WR� SHUFHLYH� ,VUDHO� DV� D� VWUDWHJLF� DQG�
SROLWLFDO�EXUGHQ�WR�LWV�LQWHUHVWV�LQ�WKH�0LGGOH�(DVW�����$IWHU�WKH������:DU�DQG�HVSHFLDOO\�
DIWHU� WKH� HQG� RI� WKH� &ROG� :DU�� WKH� UHODWLRQVKLS� EHWZHHQ� ,VUDHO� DQG� WKH� 8QLWHG� 6WDWHV�
EHFDPH� D� VWUDWHJLF� UHODWLRQVKLS��7KH�*XOI�:DU�ZDV� D� WXUQLQJ� SRLQW� LQ� ,VUDHOL�$PHULFDQ�

����0DNRYVN\��7XUNH\¶V�7UDQVIRUPDWLRQ�DQG�$PHULFDQ�3ROLF\� �����
����6D\DUL��7XUNLVK�$PHULFDQ�5HODWLRQV� �����
����6D\DUL��7XUNVLK�$PHULFDQ�5HODWLRQV� �����
����0DNRYVN\��7XUNH\¶V�7UDQVIRUPDWLRQ�DQG�$PHULFDQ�3ROLF\� �����
����<DDFRY�%DU�6LPDQ�7RY��³7KH�8QLWHG�6WDWHV�DQG�,VUDHO�6LQFH�������$�µ6SHFLDO�5HODWLRQVKLS¶"�´�'LSORPDWLF�+LVWRU\�����QR����6SULQJ�������������



��

UHODWLRQV��:KHQ�,VUDHO�DFFHSWHG��DIWHU�LQWHQVLYH�GHEDWH��$PHULFDQ�UHTXHVWV�QRW�WR�ODXQFK�
SUH�HPSWLYH� RU� UHWDOLDWRU\� RSHUDWLRQV� LQ� WKH�ZDNH� RI� WKH� FKHPLFDO�ZDUIDUH� WKUHDWV� IURP�
6DGGDP�+XVVHLQ�DQG�IROORZLQJ�,UDTL�PLVVLOH�DWWDFNV��WKH�XQFKDUDFWHULVWLF�,VUDHOL�UHVWUDLQW�
ZDV�UHDOL]HG�DV�D�PDMRU�FRQWULEXWLRQ�WR�WKH�FRKHUHQFH�RI�WKH�DOOLDQFH�����7KH�VLJQLQJ�RI�WKH�
2VOR�DJUHHPHQW�LQ������WKHQ�IROORZHG�E\�WKH�,VUDHOL�-RUGRQ�DJUHHPHQW�LQ������GHHSHQHG�
WKH�UHODWLRQVKLS�LQ�����V��7KH�����V�FKDQJHG�WKH�QDWXUH�RI�WKUHDW�LQ�WKH�0LGGOH�(DVW��7KH�
8QLWHG�6WDWHV�DQG� ,VUDHO� VKDUHG� VLPLODU�YLHZV� UHJDUGLQJ� WKUHDWV�DQG� VHFXULW\� LQWHUHVWV� LQ�
WKH�0LGGOH� (DVW�� ZKLFK� DUH�� WR� SUHYHQW� IXWXUH�ZDU�� ,VODPLF� IXQGDPHQWDOLVP�� WHUURULVP��
SUROLIHUDWLRQ�RI�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ��$UDE�,VUDHOL�SHDFH�SURFHVV��DQG�WKH�VHFXULW\�
DQG� H[LVWHQFH� RI� ,VUDHO�� 2Q� WKH� RWKHU� KDQG�� ZKLOH� WKH� 8QLWHG� 6WDWHV� DQG� ,VUDHO� VKDUHG�
FRPPRQ�WKUHDW�SHUFHSWLRQV��WKH\�KDG�GLYHUJHQW�YLHZV�DERXW�VRPH�LVVXHV�DQG�WKH�ZD\V�WR�
GHDO�ZLWK�WKHP��
� 7KH� 8QLWHG� 6WDWHV� DQG� ,VUDHO� VKDUHG� WKH� VDPH� YLHZ� WKDW� ,UDT� ZDV� SRVLQJ� JUHDW�
GDQJHU�WR�WKH�UHJLRQ��$OVR�,VUDHO�KDG�EHHQ�WKH�WDUJHW�RI�WKH�,UDTL�PLVVLOH�DWWDFNV�GXULQJ�WKH�
*XOI� :DU�� +RZHYHU�� ,VUDHO� FULWLFL]HG� WKH� ZD\� WKH� 8QLWHG� 6WDWHV� HQGHG� WKH� ZDU�� ,VUDHO�
FULWLFL]HG� WKH�8QLWHG�6WDWHV� IRU� QRW� XVLQJ� ORZ�OHYHO� DLU� DWWDFNV� DQG� JURXQG�EDVHG� IRUFHV�
�ERWK� RI�ZKLFK� LQYROYHG� LQFUHDVHG� YXOQHUDELOLW\�� DJDLQVW� WKH� ODXQFKHUV�� LQ� DGGLWLRQ�� WKH�
VXGGHQ�86�GHFLVLRQ�WR�HQG�WKH�JURXQG�ZDU��EHIRUH�GHVWUR\LQJ�WKH�,UDTL�5HSXEOLFDQ�*XDUG��
DQG� RYHUWKURZLQJ� 6DGGDP� +XVVHLQ¶V� UHJLPH����� 7KXV�� 6DGGDP� KDV� UHPDLQHG� LQ� SRZHU�
DQG�KDV�FRQWLQXHG�WR�SRVH�GDQJHU�WR�WKH�UHJLRQ�ZLWK�KLV�:0'�FDSDELOLWLHV��
� 7KH� 8QLWHG� 6WDWHV� DQG� ,VUDHO� ZHUH� FRQFHUQHG� ZLWK� ,UDQ¶V� VXSSRUW� RI� WHUURULVW�
RUJDQL]DWLRQV� DQG� FDSDELOLWLHV� RI� ORQJ�UDQJH�PLVVLOHV� DQG�:0'��7KH�6KLKDE���PLVVLOH��
����*HUDOG�0��6WHLQEHUJ��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� HG��%DUU\�5XELQ�DQG�7KRPDV�$��.HDQH\��/RQGRQ��)UDQN�&DVV��������������
����6WHLQEHUJ��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG�������
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ZKLFK� ZDV� WHVWHG� LQ� -XO\� ������ ZLOO� KDYH� D� UDQJH� RI� ������ NLORPHWHUV�� SODFLQJ� ,VUDHO��
7XUNH\��6DXGL�$UDELD�DQG�86�EDVHV�ZLWKLQ�UDQJH����� +RZHYHU��,VUDHO�JDYH�KLJKHU�SULRULW\�
WR�WKLV�LVVXH�WKDQ�WKH�8QLWHG�6WDWHV��6WHLQEHUJ�VWDWHV�WKDW�WKH�8QLWHG�6WDWHV�ZDV�ZHDN�LQ�LWV�
UHVSRQVHV�WR�,VUDHO�ZKHQ�,VUDHOL�LQWHOOLJHQFH�SUHVHQWHG�WKH�HYLGHQFH�DERXW�,UDQLDQ�PLVVLOH�
SURJUDP��ZKLFK�ZDV�EDVHG�RQ�H[WHQVLYH� WHFKQLFDO� DVVLVWDQFH� IURP�5XVVLD�� DQG�HYHQ� WKH�
5XVVLDQ�$WRPLF�(QHUJ\�0LQLVWU\�ZDV�DOVR�DFWLYH�LQ�,UDQ��DJUHHLQJ�WR�VXSSO\�UHDFWRUV�DQG�
RWKHU� HTXLSPHQW� WKDW� FRXOG� EHFRPH� WKH� EDVLV� IRU� D� QXFOHDU� ZHDSRQV� SURJUDPV����� 7KH�
GLIIHUHQFHV�RYHU�,UDQ�HYHQ�JUHZ�ZKHQ�WKH�8QLWHG�6WDWHV�VXSSRUWHG�WKH�LGHD�RI�D�GLDORJXH�
ZLWK� WKH� QHZ�PRGHUDWH� 3UHVLGHQW� RI� ,UDQ�� .KDWDPL�� ZLWK� WKH� KRSH� RI� FKDQJH� LQ� IXWXUH�
,UDQLDQ� SROLFLHV�� 7KLV� KDV� UDLVHG� FRQFHUQV� LQ� ,VUDHO� WKDW� D� 86�,UDQLDQ� UDSSURFKHPHQW�
ZLWKRXW� D� FKDQJH� LQ� ,UDQLDQ� SROLFLHV� WKDW� WKUHDWHQ� ,VUDHO� ZRXOG� OHDYH� ,VUDHO� LVRODWHG� LQ�
GHDOLQJ�ZLWK�,UDQLDQ�WKUHDWV�����

'HVSLWH� VRPH� GLYHUJHQFHV�� WKH� ,VUDHOL�$PHULFDQ� UHODWLRQVKLS� HYROYHG� LQWR� D�
VWUDWHJLF�SDUWQHUVKLS�LQ�����V��7KH�8QLWHG�6WDWHV¶�PLOLWDU\�DLG�WR�,VUDHO�DQG�WKH�QXPEHUV�
RI� MRLQW�SURMHFWV�KDYH� LQFUHDVHG� LQ� WKH�SRVW�&ROG�:DU�HUD�� ,Q���������&OLQWRQ�FUHDWHG�D�
8�6��,VUDHOL�6FLHQFH�DQG�7HFKQRORJ\�&RPPLVVLRQ��SOHGJHG�WR�JUDQW�,VUDHO�D�VWDWXV�HTXDO�
WR�WKDW�1$72�PHPEHUV�ZLWK�UHVSHFW�WR��

� 'HIHQVH�WHFKQRORJ\�WUDQVIHUV��FRQVLGHUHG�XSJUDGLQJ�,VUDHO¶V�DFFHVV�WR�GDWD�
IURP�� 8�6�� HDUO\�ZDUQLQJ� VDWHOOLWHV�� DXWKRUL]HG� WKH� WUDQVIHU� RI� DGYDQFHG�
FRPSXWHUV� DQG� VXUSOXV� 8�6�� PLOLWDU\� HTXLSPHQW�� UHQHZHG� WKH� 8�6��
FRPPLWPHQW� WR� SUH�SRVLWLRQ� LQ� ,VUDHO� PLOLWDU\� VXSSO\� VWRFNV� IRU� XVH� LQ�
ZDUWLPH��FRQWLQXHG�$UURZ�PLVVLOH�SURMHFW�� VHFXUHG�IXQGLQJ�IRU� WKH�%RRVW�

����6WHLQEHUJ��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� �����
����6WHLQEHUJ��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� �����
����6WHLQEHUJ��86�$OOLHV�LQ�D�&KDQJLQJ�:RUOG� �����
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3KDVH� ,QWHUFHSW� �%3,�� PLVVLOH� GHIHQVH� SURJUDP�� DXWKRUL]HG� MRLQW�
GHYHORSPHQW�SURJUDPV�DQG�SLORW�WUDLQLQJ�SURJUDPV��DOORZHG�,VUDHO��WR�
FRPSHWH� IRU� SDUWLFLSDWLRQ� LQ� 8�6�� FRPPHUFLDO� VSDFH� ODXQFKHV�� SURYLGHG�
PLOLWDU\�KDUGZDUH� LQFOXGLQJ� DQ�0/56� V\VWHP�� )���� � ILJKWHUV� DQG� )���� ,�
ORQJ�UDQJH�ERPEHUV��DQG�$05$$0�PLVVLOHV�����

6WUDWHJLF�%HQHILWV�RI�WKH�7XUNLVK�,VUDHOL�$OLJQPHQW�
$V� ERWK� 7XUNH\� DQG� ,VUDHO¶V� UHODWLRQV� ZLWK� WKH� 8QLWHG� 6WDWHV� DQDO\]HG� EULHIO\�

DERYH��LW�LV�SRVVLEOH�WR�VHH�WKDW�7XUNH\�DQG�,VUDHO�KDV�EHFRPH�WKH�LQGLVSHQVDEOH�DOOLHV�RI�
WKH� 8QLWHG� 6WDWHV� LQ� WKH� SRVW�&ROG� :DU� HUD�� WKXV� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW�� 7KH�
7XUNLVK�,VUDHOL� DOLJQPHQW� LQ� WKH� ����V� ZDV� QRW� WKH� ILUVW� WLPH� WKDW� WKHVH� WZR� FRXQWULHV�
FDPH� WRJHWKHU� WR� IRUP� DQ� DOOLDQFH�� $V� VWDWHG� EHIRUH� 7XUNH\� DQG� ,VUDHO� KDG� IRUJHG� WKH�
3HULSKHUDO�$OOLDQFH�LQ������WKDW�FRXOG�QRW�UHFHLYH�WKH�VXSSRUW�RI�WKH�8QLWHG�6WDWHV�DV�WKH�
DOLJQPHQW�LQ�WKH�����V�GLG��7KH�8QLWHG�6WDWHV�GLG�QRW�IDYRUHG�7XUNH\�DQG�,VUDHO�WR�RSHQO\�
IRUJH� DQ� DOOLDQFH� GXULQJ� WKH� &ROG�:DU� EHFDXVH�:DVKLQJWRQ� KDG� QRWKLQJ� WR� JDLQ� IURP�
DQWDJRQL]LQJ� IULHQGO\�$UDE� UHJLPHV� E\� HQFRXUDJLQJ� VXFK� D� SURYRFDWLYH� DOOLDQFH� DW� WKDW�
WLPH�� PRUHRYHU�� DQ� RYHUW� DOOLDQFH� EHWZHHQ� 7XUNH\� DQG� ,VUDHO� ZRXOG� KDYH� FHUWDLQO\�
SURYRNHG� D� SUR�6RYLHW� FRXQWHU�DOOLDQFH��ZKLFK�ZRXOG� KDYH� EURXJKW� D� JUHDWHU� GHJUHH� RI�
6RYLHW�LQIOXHQFH�LQWR�WKH�UHJLRQ�����

:KDW�KDV�FKDQJHG�LQ�WKH�����V�WKDW�WKH�8QLWHG�6WDWHV�GLG�QRW�KHVLWDWH�WR�VXSSRUW�
7XUNLVK�,VUDHOL�DOLJQPHQW�RSHQO\"�7KH�HQG�RI�VXSHUSRZHU�FRQIOLFW�LQ�WKH�0LGGOH�(DVW�KDV�
HQGHG�ZLWK�8�6��EHFRPLQJ�WKH�KHJHPRQ�SRZHU��ZKLFK�HQFRXUDJHG�LW�WR�DFW�PRUH�IUHHO\�LQ�
LWV�SROLFLHV� WRZDUG�WKH�0LGGOH�(DVW� WKDW�KDV�HQGDQJHUHG�VWUDWHJLF� LQWHUHVWV�RI� WKH�8QLWHG�

����%DU�6LPDQ�7RY��³7KH�8QLWHG�6WDWHV�DQG�,VUDHO�VLQFH������´����������
����:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�����



��

6WDWHV�ZLWK� LWV� LQFUHDVHG�WKUHDWV�� ,Q� WKLV�VHQVH�� WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�HPHUJHG�DV�
WKH�PRVW� YDOXDEOH� RSWLRQ� IRU� WKH� HIIHFWLYH� 8�6�� SROLFLHV�� 7KHVH� WZR� SUR�$PHULFDQ� DQG�
VWDWXV� TXR� RULHQWHG� SRZHUV�ZLWK� WKHLU�PLOLWDU\�PLJKW²7XUNH\�ZLWK� WKH� ODUJHVW�PLOLWDU\�
IRUFH� LQ� WKH� DUHD� DQG� ,VUDHO� ZLWK� DGYDQFHG� ZHDSRQV� DQG� WHFKQRORJLFDO� NQRZ�KRZ²
FKDQJHG� WKH� EDODQFH� RI� SRZHU� LQ� WKH� UHJLRQ� WKDW� KDV� VHUYHG�8�6�� VWUDWHJLF� LQWHUHVWV�� ,Q�
DGGLWLRQ��WKH�FRQYHUJHQFH�RI�LQWHUHVWV�EHWZHHQ�WKH�WKUHH�FRXQWULHV²,VUDHO��7XUNH\�DQG�WKH�
8QLWHG�6WDWHV²ZDV�PXFK�PRUH�HYLGHQW�LQ�WKH�����V�WKDW�WKH�8QLWHG�6WDWHV�ZDV�UHDG\�WR�
SOD\� D�SDUW�� DOEHLW�PLQRU�� LQ� WKH�QHZ�DOLJQPHQW�� WKXV�� LW�ZDV�QRW� VK\�RI�SXEOLFL]LQJ� WKLV�
DGPLWWHGO\�DW�D�ODWHU�GDWH�����

$ VSRNHVPDQ� IRU� WKH� 6WDWH� 'HSDUWPHQW�� 1LFKRODV� %XUQV�� VXPPHG� XS� WKH� 8�6�
SRVLWLRQ�LQ�0D\�������

,W�KDV�EHHQ�D�VWUDWHJLF�REMHFWLYH�RI�WKH�8QLWHG�6WDWHV�WKDW�7XUNH\�DQG�,VUDHO�RXJKW�
WR�HQKDQFH�WKHLU�PLOLWDU\�FRRSHUDWLRQ�DQG�WKHLU�SROLWLFDO�UHODWLRQV��,VUDHO�LV�D�YHU\�
FORVH� IULHQG� RI� WKH�8QLWHG�6WDWHV�� D� FORVH� DOO\� RI� WKH�8QLWHG� 6WDWHV��7XUNH\� LV� D�
FORVH�IULHQG�DQG�DOO\�DQG�LW�VHHPV�WR�XV�QDWXUDO�DQG�SRVLWLYH�WKDW�,VUDHO�DQG�7XUNH\�
ZRXOG�ZDON� WRJHWKHU�PLOLWDULO\��7KH�8QLWHG�6WDWHV� LV� YHU\�SOHDVHG� WR�SDUWLFLSDWH�
>DXWKRU�HPSKDVLV@�LQ�WKDW�FR�RSHUDWLRQ�����
7KHVH� ZRUGV� IUDQNO\� VWUHVVHG� KRZ� WKH� 8QLWHG� 6WDWHV� DSSUHFLDWHG� WKH� 7XUNLVK�

,VUDHOL� DOLJQPHQW�� %HIRUH� DQDO\]LQJ� KRZ� 7XUNLVK�,VUDHOL� DOLJQPHQW� KDV� VHUYHG� WKH�
VWUDWHJLF�LQWHUHVWV�RI�WKH�8QLWHG�6WDWHV��WKH�UHJLRQDO�LPSOLFDWLRQV�RI�WKH�DOLJQPHQW�VKRXOG�
EH�DQDO\]HG� LQ�RUGHU� WR�XQGHUVWDQG�KRZ� WKLV� DOLJQPHQW�KDV�EHQHILWHG� WKH�8QLWHG�6WDWHV��
$OWKRXJK� WKH� 7XUNLVK�,VUDHOL� UHODWLRQVKLS� ZDV� QRW� D� WUDGLWLRQDO� PLOLWDU\� DOOLDQFH�� WKH�

����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����
����%HQJLR�TXRWHV�IURP�86,6��:LUHOHVV�)LOH� 0D\���������LQ�7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

PXOWLGLPHQVLRQDO� FKDUDFWHU� RI� WKH� UHODWLRQVKLS� HQKDQFHG� WKH� WZR� FRXQWULHV� SRVLWLRQ��
ZKLFK�IXUWKHU�EHQHILWHG�7XUNH\�DQG�,VUDHO�ZLWK�VWUDWHJLF�EHQHILWV��7KH�VWUDWHJLF�EHQHILWV�RI�
WKH�7XUNLVK�,VUDHOL�UHODWLRQVKLS�DUH��
(QKDQFHG�'HWHUUHQFH

7KH� QHZ� FKDOOHQJHV� RI� WKH� SRVW�&ROG� :DU� HUD� KDV� FUHDWHG� D� PRUH� LQVHFXUH�
HQYLURQPHQW�LQ�ZKLFK�WKH�WZR�FRXQWULHV�QHHGHG�WR�HQKDQFH�WKHLU�GHWHUUHQFH��7KH�HQWHQWH�
ILOOV�WKLV�QHHG�VLQFH�VWDWHV�WKDW�HQWUDLQHG�WKH�XVH�RI�IRUFH�DJDLQVW�7XUNH\�DQG�,VUDHO�PXVW�
WDNH� LQWR� FRQVLGHUDWLRQ� WKHLU� FRPELQHG�PLJKW�����7KH�PLOLWDU\� WUDLQLQJ� FR�RSHUDWLRQ� WKDW�
ZDV�VLJQHG�LQ������EHWZHHQ�7XUNH\�DQG�,VUDHO�JUHDWO\�HQKDQFHG�WKHLU�GHWHUUHQFH��,Q� WKH�
DUHD�RI�MRLQW�DLU�H[HUFLVHV��,VUDHOL�DLU�IRUFH�KDG�DFFHVV�WR�7XUNLVK�WHUULWRU\�ZKHUH�WKH�SLORWV�
JRW� WKH� FKDQFH� WR� IO\� LQ� YDVW�7XUNLVK� DLUVSDFH� DQG� QHDU� ,UDQLDQ� DQG� ,UDTL� ERUGHUV� VLQFH�
,VUDHO�LV�VPDOO�LQ�VL]H�DQG�GRHV�QRW�VKDUH�ERUGHUV�ZLWK�,UDT�DQG�,UDQ�DV�7XUNH\�GRHV���

7KLV�FRXOG�HQKDQFH�,VUDHOL�GHWHUUHQFH�DJDLQVW�PLVVLOH�DWWDFNV�IURP�WKHVH�FRXQWULHV�
EHFDXVH� WKH� FKDQFHV� RI� WKH� ,VUDHOL� DLU� IRUFH� GHDOLQJ� HIIHFWLYHO\�ZLWK� VXFK�ZHDSRQV� DUH�
EHWWHU�ZKHQ� WKH� GLVWDQFHV� LQYROYHG� LQ� WKH� DLU� VWULNHV� DUH� VPDOOHU�����:KHQ� DQ\� RI� WKRVH�
FRXQWULHV�SUHSDULQJ�WR�ODXQFK�PLVVLOHV�DJDLQVW�,VUDHO��,VUDHO�PLJKW�FRPH�WR�7XUNH\�ZLWK�D�
UHTXHVW� WR� IO\� WKURXJK� 7XUNLVK� DLUVSDFH� WR� GHOLYHU� SUH�HPSWLYH� RU� SUHYHQWLYH� VWULNHV�
DJDLQVW� EDOOLVWLF�PLVVLOH� ODXQFKLQJ� VLWHV����� $OVR� GXULQJ� FULVLV� KDYLQJ� DFFHVV� WR� 7XUNLVK�
WHUULWRU\�ZRXOG�EHQHILW� ,VUDHOL�DLU� IRUFH�ZLWK� WKH�FKDQFH�RI� UHIXHOLQJ� LQ�7XUNH\�RU�XVLQJ�
7XUNLVK�EDVHV�IRU�VHFRQG�VWULNHV��ZKLFK�ZRXOG�VDYH�,VUDHOL�IRUFHV�IURP�WLPH��DQG�LQ�UHWXUQ�
HQKDQFH�7XUNH\¶V�GHWHUUHQFH�DJDLQVW�SRVVLEOH�PLVVLOH�DWWDFNV���
� 7KH� MRLQW� QDYDO� H[HUFLVHV� HQKDQFHG� ,VUDHO¶V� GHWHUUHQFH�� 7KH� VHD� FRXOG� EHFRPH�
����,QEDU��7KH�,VUDHOL�7XUNLVK��(QWHQWH� �������
����,QEDU��³5HJLRQDO�,PSOLFDWLRQV�RI�WKH�,VUDHOL�7XUNLVK�6WUDWHJLF�3DUWQHUVKLS�´�����
����.LEDUR÷OX��³7XUNH\�DQG�,VUDHO�6WUDWHJL]H�´�����
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,VUDHO¶V� ODXQFKLQJ� DUHQD� IRU� ORQJHU� UDQJH� VWUDWHJLF� VWULNHV��PRUHRYHU��7XUNLVK�SRUWV� DQG�
ZDWHUV� FRXOG�EHFRPH� D� VDIH�KHDYHQ� IRU� ,VUDHO¶V� SXWDWLYH� VXEPDULQH�EDVHG� VHFRQG�VWULNH�
FDSDELOLW\�� ZKLFK�PLJKW� KDYH� GHWHUUHQW� YDOXH� DJDLQVW� D� QXFOHDU� DWWDFN� RQ� ,VUDHO����� 7KH�
LQWHOOLJHQFH� FR�RSHUDWLRQ� DOVR� HQKDQFHG� WKH� WZR� FRXQWULHV� GHWHUUHQFH�� 7XUNH\� KDYLQJ�
JHRJUDSKLFDO�DGYDQWDJH�DQG�,VUDHO�WHFKQRORJLFDO�WKDW�KHLJKWHQHG�LQWHOOLJHQFH�FR�RSHUDWLRQ�
EHWZHHQ� WKH� WZR� FRXQWULHV��ZKLFK� LQFUHDVHG� HDUO\�ZDUQLQJ� FDSDFLWLHV� RI� ERWK� FRXQWULHV�
KHOSLQJ�LQ�WKH�ILJKW�DJDLQVW�WKH�LQWHUQDWLRQDO�WHUURU�GLUHFWHG�DJDLQVW�ERWK�����,Q�WKLV�VHQVH��
ERWK� 7XUNH\� DQG� ,VUDHO� ZRXOG� HQKDQFH� WKHLU� GHWHUUHQFH� DJDLQVW� VXUSULVH� DWWDFNV� DQG�
WHUURULVW�DWWDFNV��)RU�H[DPSOH�� ,UDQ�PXVW�EH�GLVWUHVVHG�DERXW�WKH�IDFW�WKDW�7XUNLVK�,VUDHOL�
PLOLWDU\�FR�RSHUDWLRQ�KDV�EURXJKW�,VUDHO�WR�LWV�ERUGHUV�LQ�WKH�IRUP�RI�LQWHOOLJHQFH�OLVWHQLQJ�
SRVWV�RQ�7XUNLVK�VRLO�����
(QKDQFHG�&RHUFLYH�'LSORPDF\

&RHUFLYH� GLSORPDF\� GUDZV� RQ� PDQ\� RI� WKH� VDPH� HOHPHQWV� DV� GHWHUUHQFH�� EXW�
LQVWHDG�RI�GLVVXDGLQJ�DQ�DGYHUVDU\� IURP�XQGHUWDNLQJ�DQ�XQGHVLUHG�DFWLRQ�� LW�FRPSHOV�DQ�
DGYHUVDU\� WR� XQGHUWDNH� D� GHVLUHG� DFWLRQ����� ,Q� WKLV� FRQWH[W�� 7XUNH\� EHQHILWHG� IURP� WKLV�
DOLJQPHQW� LQ�������6\ULD� WKDW�ZDV�WUDSSHG�EHWZHHQ� WKH� WZR²7XUNH\�DQG�,VUDHO²QHZO\�
DOLJQHG�QDWLRQV��ZDV�SUHVVXUHG�LQWR�FR�RSHUDWLQJ�ZLWK�7XUNH\�LQ�LWV�ILJKW�DJDLQVW�WKH�3..��
HYHQWXDOO\�OHDGLQJ�WR�WKH�H[SXOVLRQ�RI�gFDODQ�IURP�6\ULD�LQ�2FWREHU�������DQG�SURPRWLQJ�
D UHWXUQ� WR� SHDFH� DQG� VWDELOLW\� IRU� PRVW� RI� 7XUNH\¶V� .XUGLVK� UHJLRQV����� 7KHUH�ZDV� QR�
HYLGHQFH� DERXW� KRZ� ,VUDHO� SOD\HG� D� SDUW� LQ� WKLV� FULVLV�� $OWKRXJK� ,VUDHOL� RIILFLDOV� KDYH�
����,QEDU��³5HJLRQDO�,PSOLFDWLRQV�RI�WKH�,VUDHOL�7XUNLVK�6WUDWHJLF�3DUWQHUVKLS�´�����
����³,VUDHO�DQG�7XUNH\��&XUUHQW�5HODWLRQV�DQG�6WUDWHJLF�,QWHUHVWV�´�%ULWDLQ�,VUDHO�&RPPXQLFDWLRQV�	�5HVHDUFK�&HQWUH��%,&20�� 0D\�����������KWWS���ZZZ�ELFRP�RUJ�XN�SXEOLFDWLRQV�LVUDHOBIRUHLJQBUHODWLRQV�V�����LVUDHO�DQG�WXUNH\�FXUHQW�UHODWLRQV�DQG�VWUDWHJLF�LQWHUHVWV��
����:D[PDQ��³7XUNH\�DQG�,VUDHO��$�1HZ�%DODQFH�RI�3RZHU�LQ�WKH�0LGGOH�(DVW�´�����
����%LU�DQG�6KHUPDQ��³)RUPXOD�IRU�6WDELOLW\�´�����
����:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�����
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H[SUHVVHG� WKDW� WKH\�GLG�QRW� WDNH�D�SDUW� LQ�7XUNLVK�6\ULDQ�GLVSXWH��7XUNH\�KDV�EHQHILWHG�
IURP�WKH�DGYDQWDJHV�RI�WKH�FR�RSHUDWLRQ�ZLWK�,VUDHO���
6WUHQJWKHQLQJ�WKH�3HDFH�3URFHVV

7KH� HFRQRPLF� DQG� PLOLWDU\� FR�RSHUDWLRQ� RI� 7XUNH\� DQG� ,VUDHO� HQKDQFHG� WKHLU�
SRVLWLRQV� LQ� WKH� UHJLRQ�� 7KH� UHJLRQV� WZR�PRVW� SRZHUIXO� FRXQWULHV¶� DOOLDQFH� KLJKOLJKWHG�
WKHLU�PLOLWDU\�FDSDELOLWLHV��HVSHFLDOO\�,VUDHO��,Q�WKLV�VHQVH��7XUNLVK�,VUDHOL�UHODWLRQVKLS�KDG�
D SRVLWLYH� HIIHFW� RQ� WKH� $UDE�,VUDHOL� SHDFH� SURFHVV�� ZKLFK� DPRXQWV� WR� D� UHOXFWDQW�
DFFHSWDQFH�RI�,VUDHO�DV�D�UHJLRQDO�DFWRU�E\�PRVW�VWDWHV�����0RUHRYHU��E\�DOO\LQJ�LWVHOI�ZLWK�
D 0XVOLP� VWDWH�� DOEHLW� D� VHFXODU� RQH�� ,VUDHO� FDQ� VHQG� WKH�PXFK�QHHGHG�PHVVDJH� WKDW� LWV�
FRQIOLFW�LV�QRW�ZLWK�WKH�0XVOLPV�DQG�WKDW�0XVOLPV�DQG�-HZV�FDQ�LQGHHG�EH�IULHQGV�����
(QHUJ\�6HFXULW\

7XUNH\� LV� DW� WKH� HGJH� RI� WKH� 3HUVLDQ� *XOI� DQG� &DVSLDQ� %DVLQ� DUHDV� ZKHUH� ���
SHUFHQW� RI� ZRUOG¶V� SURYHQ� RLO� DQG� RYHU� ��� SHUFHQW� RI� LWV� QDWXUDO� JDV� UHVHUYHV� DUH�
FRQFHQWUDWHG�����,Q�WKH�0LGGOH�(DVW�WKH�SDUWQHUVKLS�RI�WZR�SRZHUIXO�FRXQWULHV��7XUNH\�DQG�
,VUDHO��ZRXOG�KDYH�D�GHWHUUHQW�HIIHFW�RQ�,UDQ�DQG�,UDT�LQ�WHUPV�RI�SURWHFWLQJ�WKH�*XOI�DUHD�
WR�VHFXUH�WKH�IORZ�RI�RLO��7XUNH\�KDV�EHFRPH�DQ�DFWLYH�SOD\HU�LQ�WKH�SLSHOLQHV�FRPSHWLWLRQ�
IRU� HFRQRPLF� DQG� JHR�SROLWLFDO� UHDVRQV�� ,Q� WKLV� FRQWH[W�� 7XUNH\� SURSRVHG� WKH� %DNX�
&H\KDQ�SLSHOLQH�SURMHFW�WKDW�ZRXOG�E\SDVV�5XVVLDQ�WHUULWRU\�DQG�,UDQLDQ�WHUULWRU\��ZKLFK�
RYHUDOO�ZRXOG�GHFUHDVH�5XVVLDQ�DQG� ,UDQLDQ�LQIOXHQFH�LQ� WKH� UHJLRQ�� ,VUDHO�DQG�LWV� OREE\�
KDYH� EHHQ� FRQYLQFHG� RI� WKH� VWUDWHJLF� ORJLF� RI� WKH� %DNX�&H\KDQ� SLSHOLQH� DQG� KDYH�
VXSSRUWHG�$QNDUD¶V�SRVLWLRQV�LQ�:DVKLQJWRQ�����

����,QEDU��7KH�,VUDHOL�7XUNLVK�(QWHQWH� ����
����:D[PDQ��³7XUNH\�DQG�,VUDHO��$�1HZ�%DODQFH�RI�3RZHU�LQ�WKH�0LGGOH�(DVW�´�����
����,QEDU��³5HJLRQDO�,PSOLFDWLRQV�RI�WKH�,VUDHOL�7XUNLVK�6WUDWHJLF�3DUWQHUVKLS�´�����
����,QEDU��³5HJLRQDO�,PSOLFDWLRQV�RI�WKH�,VUDHOL�7XUNLVK�6WUDWHJLF�3DUWQHUVKLS�´�����



��

7KH�VWUDWHJLF�EHQHILWV�RI�WKLV�UHODWLRQVKLS�DOVR�KDG�VLJQLILFDQW�HIIHFWV�RQ�WKH�8QLWHG�
6WDWHV¶� LQWHUHVWV� LQ� WKH� JUHDWHU�0LGGOH�(DVW��7KH� VLJQLILFDQFH�RI� WKH� UHODWLRQVKLS� IRU� WKH�
8QLWHG�6WDWHV�LQ�WHUPV�RI�LWV�LQWHUHVWV�LV��

� $ PRUH�HIIHFWLYH�FRQWDLQPHQW�SROLF\�WRZDUG�,UDQ�DQG�,UDT��
� $ SRWHQWLDO�QXFOHXV�IRU�SXOOLQJ�RWKHU�SUR�86�VWDWHV��VXFK�DV�-RUGRQ��LQWR�D�ZLGHU�

0LGGOH�(DVWHUQ�UHJLRQDO�VHFXULW\�UHJLPH�����
� $ SRWHQWLDO� PHDQV� IRU� WKH� H[HFXWLYH� EUDQFK� WR� E\SDVV� &RQJUHVV� LQ� VXSSRUWLQJ�

7XUNH\� �� WKURXJK� SUHVLGHQWLDO�ZDLYHUV� DQ� ,VUDHOL� VDOHV� RI� DUPV� WKDW� LQFOXGH�8�6��
RULJLQ�WHFKQRORJ\������ZKLFK�ZRXOG�PDNH�WKH�$PHULFDQ�VXSSRUW�IRU�,VUDHO�HDVLHU�LQ�
UHJLRQDO�WHUPV�����

� 7KH�PLOLWDU\�FDSDELOLWLHV�RI�7XUNH\�DQG�,VUDHO�ZRXOG�EH�XVHG�WR�SUHVVXUH�,UDQ��,UDT�
DQG�6\ULD��

� 3URPRWLQJ� GHPRFUDF\� E\� LQVWHDG� RI� WU\LQJ� WR� LQWURGXFH� GHPRFUDF\� WR� FRXQWULHV�
UXOHG�E\�DXWKRULWDULDQ�DQG�WRWDOLWDULDQ�UHJLPHV��WKH�8QLWHG�6WDWHV�VKLIWHG�LWV�SROLF\�
WRZDUG� SURPRWLQJ� DOLJQPHQW� EHWZHHQ� WZR� VHOI�VW\OHG� GHPRFUDFLHV�� 7XUNH\� DQG�
,VUDHO�����
$ VWURQJ� SUR�$PHULFDQ� DOOLDQFH� VHUYHV� DOO� WKH� LQWHUHVWV� RI� WKH� 8QLWHG� 6WDWHV��

7XUNH\�ZLWK�WKH�ODUJHVW�PLOLWDU\�IRUFH�LQ�WKH�UHJLRQ�DQG�,VUDHO�ZLWK�DGYDQFHG�ZHDSRQV�DQG�
WHFKQRORJLFDO� NQRZ�KRZ� FKDQJHG� WKH� EDODQFH� RI� SRZHU� LQ� IDYRU� RI� WKH� 8QLWHG� 6WDWHV¶�
VWUDWHJLF� LQWHUHVWV�� 0RUHRYHU�� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW� KDV� HQKDQFHG� WKH� 8QLWHG�
6WDWHV¶� SUHVHQFH� LQ� WKH� UHJLRQ��$OWKRXJK� WKH�PLOLWDU\� FR�RSHUDWLRQ�EHWZHHQ�7XUNH\� DQG�

����0DNRYVN\��7XUNH\¶V�7UDQVIRUPDWLRQ�DQG�$PHULFDQ�3ROLF\� �����
����0DNRYVN\��7XUNH\¶V�7UDQVIRUPDWLRQ�DQG�$PHULFDQ�3ROLF\� �����
����,QEDU��³5HJLRQDO�,PSOLFDWLRQV�RI�WKH�,VUDHOL�7XUNLVK�6WUDWHJLF�3DUWQHUVKLS�´�����
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� ����



��

,VUDHO�ZDV�QRW�D�IRUPDO�DOOLDQFH��FORVHU�DQDO\VLV�ZRXOG�VKRZ�WKDW�LW�ZDV�XQLTXH�RQ�PDQ\�
DFFRXQWV�� LQ� WHUPV� RI� GHSWK�� YDULHW\� DQG� LQWHQVLW\����� ,VUDHOL� )RUHLJQ�0LQLVWHU¶V�� 'DYLG�
/HY\��GHILQLWLRQ�RI� WKH�FR�RSHUDWLRQ�EHWZHHQ�ERWK�SDUWLHV� LQ�KLV�YLVLW� WR�7XUNH\� LQ�0D\�
�����ZHUH�FRQILUPLQJ� WKDW�DOWKRXJK� LW�ZDV�QRW�D� IRUPDO�DOOLDQFH� IRUPHG�DJDLQVW� D� WKLUG�
SDUW\��LW�FRXOG�QRW�EH�XQGHUHVWLPDWHG��

7KH� FR�RSHUDWLRQ� EHWZHHQ� WKH� WZR� FRXQWULHV� ZRXOG� GHWHU� 6\ULD� DQG� ,UDQ� IURP�
GLVSOD\LQJ� XQIULHQGO\� EHKDYLRUV�� PRUHRYHU�� LW� ZRXOG� HYRNH� WKH� FRXQWULHV� LQ� WKH�
UHJLRQ� WR� WKLQN� WZLFH� EHIRUH� GRLQJ� DQ\WKLQJ� WKDW� ZRXOG� HQGDQJHU� SHDFH� LQ� WKH�
UHJLRQ�����
7KXV��WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�ZRXOG�EH�XVHIXO�WR�GHWHU��DV�VWDWHG�LQ�UHJLRQDO�

LPSOLFDWLRQV��KRVWLOH�VWDWHV�WKDW�ZRXOG�HQGDQJHU�WKH�8QLWHG�6WDWHV¶�VWUDWHJLF�LQWHUHVWV��7KH�
QHZ�DOLJQPHQW�DOVR�RSHQV�XS�SRVVLELOLWLHV�IRU�ZLGHU�UHJLRQDO�FR�RSHUDWLRQ�LQ�HVWDEOLVKLQJ�
D VKLHOG�DJDLQVW�ORQJ�UDQJH�PLVVLOHV�����$OVR�-RUGDQ¶V�FR�RSHUDWLRQ�ZLWK�7XUNH\�DQG�,VUDHO�
DQG� LWV� DWWHQGDQFH� WR� MRLQW� H[HUFLVHV� LV�YHU\�EHQHILFLDO� IRU� WKH�8QLWHG�6WDWHV� LQ� WHUPV�RI�
IRUPLQJ�D�SUR�86�0LGGOH�(DVWHUQ�UHJLRQDO�VHFXULW\�UHJLPH��-RUGDQ�VHQW�DQ�REVHUYHU�WR�WKH�
86�7XUNLVK�,VUDHOL� QDYDO� H[HUFLVHV� LQ� -DQXDU\� ����� DQG� LQ� 'HFHPEHU� ������ DQG� DOVR�
SDUWLFLSDWHG�LQ�WKH�ELDQQXDO�VWUDWHJLF�GLVFXVVLRQV�KHOG�LQ�,VUDHO�����7KH�8QLWHG�6WDWHV�ZDV�
SOHDVHG� E\� WKH� H[WHQVLRQ� RI� ELODWHUDO� FR�RSHUDWLRQ� WR� -RUGRQ� WKDW� WKH�8�6�� 6HFUHWDU\� RI�
'HIHQVH�� :LOOLDP� &RKHQ�� VDLG� KH� ZRXOG� µFRQWLQXH� WR� VWUHVV� WKH� QHHG� IRU� JUHDWHU� FR�
RSHUDWLRQ�EHWZHHQ�,VUDHO��7XUNH\�DQG�-RUGDQ��DQG�EDVLFDOO\�WDON�DERXW�HQKDQFLQJ�WKH�OHYHO�

����%HQJLR�DQG�g]FDQ��³&KDQJLQJ�5HODWLRQV��7XUNLVK�,VUDHOL�$UDE�7ULDQJOH�´�SDU�����
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
����,QEDU�TXRWHV�IURP�,DQ�2��/HVVHU��³:HVWHUQ�,QWHUHVWV�LQ�D�&KDQJLQJ�7XUNH\�´�LQ�.DOLO]DG��/HVVHU��/DUDEHH��7KH�)XWXUH�RI�7XUNLVK�:HVWHUQ�5HODWLRQV�LQ�7KH�,VUDHOL�7XUNLVK�(QWHQWH� ����
����,QEDU��7KH�,VUDHOL�7XUNLVK�(QWHQWH� ����



��

RI�VHFXULW\�DUUDQJHPHQWV�LQ�WKH�UHJLRQ�¶���� 7KH�8QLWHG�6WDWHV�SURYHG�WKH�VLJQLILFDQFH�RI�
WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�WR�LWV�VWUDWHJLF�LQWHUHVWV�E\�DSSURYLQJ�,VUDHO�WR�VHOO�ZHDSRQV�
DQG�WUDQVIHU�WHFKQRORJ\�WR�7XUNH\��DQG�SDUWLFLSDWLQJ�LQ�WKH�MRLQW�QDYDO�H[HUFLVHV�DQG�MRLQW�
DHULDO� WUDLQLQJ� H[HUFLVHV��7KH�8QLWHG� 6WDWHV� SUREDEO\� SDUWLFLSDWHG� LQ� VWUDWHJLF� GLDORJXHV�
ZLWK�WKH�RWKHU�WZR��DOWKRXJK�WKLV�ZDV�QRW�SXEOLFL]HG����� +RZHYHU��WKH�8QLWHG�6WDWHV�SXW�
RQ�WKH�EUDNHV�ZKHQHYHU�LW�VHQVHG�WKDW�D�SURMHFW�RU�DFWLYLW\�PLJKW�KXUW�RWKHU�8�6��LQWHUHVWV�
RU� FRPPHUFLDO� YHQWXUHV�� VXFK� DV�� WKH� SURVSHFW� WKDW� WKH� 7XUNLVK� DUP\� PLJKW� WXUQ�
LQFUHDVLQJO\� WR� ,VUDHO� IRU� LWV�PLOLWDU\�KDUGZDUH�� LQVWHDG�RI�EX\LQJ� IURP�$PHULFDQ�ILUPV��
WKH�8�6��GLG�QRW�ZLVK�WKH�VHFUHWV�RI�FHUWDLQ�PLOLWDU\�HTXLSPHQW�WKDW�LW�KDG�VROG�WR�,VUDHO�WR�
ILQG�WKHLU�ZD\�WR�D�WKLUG�SDUW��HYHQ�WKRXJK�WKLV�SDUW\�PLJKW�DOVR�EH�LWV�DOO\�����

2YHUDOO��WKH�8QLWHG�6WDWHV�DSSUHFLDWHG�WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�DV�D�VWUDWHJLF�
EHQHILW�WR�LWV�LQWHUHVWV�EXW�GLG�QRW�ZDQW�WKH�DOLJQPHQW�WR�EHFRPH�VR�VWURQJ�WKDW�WKH\�ZRXOG�
WDNH� D� FRXUVH� LQGHSHQGHQW� RI� LWV� LQWHUHVWV����� $OWKRXJK� WKH� 8QLWHG� 6WDWHV� KDV� DOZD\V�
HQFRXUDJHG�WKH�FR�RSHUDWLRQ�EHWZHHQ�LWV�WZR�UHOLDEOH�DOOLHV��WKH�LQWHUHVWV�RI�LW�GXULQJ�WKH�
&ROG�:DU�KDG�GLVFRXUDJHG�7XUNH\�DQG�,VUDHO�WR�FR�RSHUDWH�RSHQO\�WKDW�WKH\�FR�RSHUDWHG�
VHFUHWO\�LQ�WKH�PLOLWDU\�DQG�LQWHOOLJHQFH�VSKHUHV��+RZHYHU��WKH�8QLWHG�6WDWHV¶�LQWHUHVWV�LQ�
WKH�SRVW�&ROG�:DU�HUD��DQG�HYHQ�LWV�DSSURDFK�WR�WKLV�DOLJQPHQW�KDV�PDGH�LW�D�UHDOLW\�WKDW�
WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�KDV�WUDQVIRUPHG�LQWR�DQ�RSHQ�DQG�EURDGHU�SDUWQHUVKLS�ZLWK�
JURZLQJ�PLOLWDU\��SROLWLFDO��DQG�HFRQRPLF�OLQNV��

�

����,QEDU�TXRWHV�IURP�-HUXVDOHP�3RVW� ��$SULO�������S���LQ�7KH�,VUDHOL�7XUNLVK�(QWHQWH� ����
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����



��

&KDSWHU�)LYH�
� )XWXUH�RI�WKH�7XUNLVK�,VUDHOL�5HODWLRQVKLS�

7KH� ����V� ZLWQHVVHG� WKH� JURZLQJ� VWUDWHJLF� FR�RSHUDWLRQ� EHWZHHQ� 7XUNH\� DQG�
,VUDHO�� 7KH� H[WHUQDO� DQG� LQWHUQDO� IDFWRUV� �DV� VWDWHG� DERYH�� KDYH� UHPRYHG� WKH� JUHDWHVW�
REVWDFOHV� IRU� FORVHU� UHODWLRQV� ZLWK� ,VUDHO�� (YHQWXDOO\�� WKH� PLOLWDU\� DQG� LQWHOOLJHQFH�
RULHQWHG� VHFUHW� 3HULSKHUDO�$OOLDQFH� RI� WKH� ����V� WUDQVIRUPHG� LQWR� DQ� RSHQ� DQG� EURDGHU�
SDUWQHUVKLS� WKDW�KDV�HYROYHG�EH\RQG�PLOLWDU\�FR�RSHUDWLRQ� LQFOXGLQJ�FR�RSHUDWLRQ� LQ� WKH�
HFRQRPLF�DQG�SROLWLFDO�VSKHUHV��+RZHYHU��WKH�7XUNLVK�,VUDHOL�DOLJQPHQW�KDV�UHFHQWO\�EHHQ�
FKDOOHQJHG�E\�LQWHUQDO�DQG�H[WHUQDO�IDFWRUV�WKDW�KDYH�UDLVHG�TXHVWLRQV�DERXW�WKH�VWDELOLW\�
RI�WKH�DOLJQPHQW�LQ� WKH���VW�FHQWXU\��$OWKRXJK�D�VHFRQG�3DOHVWLQLDQ�LQWLIDGD�LQ�������WKH�
HOHFWLRQ�RI�WKH�-XVWLFH�DQG�'HYHORSPHQW�3DUW\��$.3��LQ������WKDW�KDV�,VODPLF�URRWV��WKH�
8QLWHG� 6WDWHV¶� ZDU� LQ� ,UDT� LQ� ����� DQG� WKH� VLWXDWLRQ� RI� 1RUWKHUQ� ,UDT� DQG� .XUGV�� DQG�
+DPDV�YLVLW�WR�$QNDUD�LQ������KDYH�LQFUHDVHG�VWUDLQV�RQ�WKH�UHODWLRQVKLS��WKH�UHODWLRQVKLS�
KDV�QRW�EHHQ�VHYHUHO\�FKDOOHQJHG�OLNH�WKH�&ROG�:DU�\HDUV��DQG�KDV�FRQWLQXHG�WR�HYROYH��
7KURXJK�LQFUHDVHG�PLOLWDU\��HFRQRPLF��DQG�FXOWXUDO�LQWHUDFWLRQV�WKH�SROLWLFDO�GLPHQVLRQ�RI�
WKH� 7XUNLVK�,VUDHOL� DOOLDQFH� KDV� EHHQ� SOD\HG� GRZQ����� 7KH� UHFHQW� HIIRUWV� WKDW� KDV� EHHQ�
GHPRQVWUDWHG� E\� 7XUNLVK� DQG� ,VUDHOL� JRYHUQPHQWV� WR� UHSDLU� WKH� GDPDJH� GRQH� WR� WKH�
UHODWLRQVKLS� VWUHVV� WKDW� WKH� UHODWLRQVKLS� FRQWLQXHV� WR� SURYLGH� VWUDWHJLF� EHQHILWV� WR� ERWK�
FRXQWULHV�WKDW�QHLWKHU�RI�WKH�WZR�ZRXOG�GLVUXSW�LQ�WKH�QHDU�IXWXUH��
$O�$NVD�,QWLIDGD�
� 7XUNH\� KDV� DOZD\V� WULHG� WR� VWD\� DW� HTXDO� GLVWDQFHV� WR� ERWK� SDUWLHV�� DQG� WULHG� WR�
SHUSHWXDWH�LWV�UHODWLRQV�ZLWK�,VUDHO�LQGHSHQGHQW�IURP�WKH�$UDE�,VUDHOL�FRQIOLFW��+RZHYHU��
ZKHQ�LW�FRPHV�WR�WKH�3DOHVWLQLDQV��WKH�7XUNLVK�SXEOLF¶V�UHDFWLRQ�EHFDPH�PRUH�VHYHUH��)RU�
����:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´������
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UHDVRQV� PRUH� HPRWLRQDO� WKDQ� UDWLRQDO�� WKH� 3DOHVWLQLDQ� FDXVH� HQMR\HG� DOPRVW� XQLYHUVDO�
VXSSRUW�DPRQJ�WKH�7XUNLVK�FLWL]HQU\�����7KH�FROODSVH�RI�WKH�&DPS�'DYLG�,,�IROORZHG�E\�
WKH�HOHFWLRQ�RI�3ULPH�0LQLVWHU�$ULHO�6KDURQ�UHVXOWHG�ZLWK�WKH�HUXSWLRQ�RI�$O�$NVD�LQWLIDGD�
WKDW�VSUHDG�WR�DOO�RFFXSLHG�WHUULWRULHV��,Q�UHVSRQVH�,VUDHO�VWDUWHG�D�PLOLWDU\�FDPSDLJQ�WKDW�
KDG�EHHQ�VXEMHFWHG�WR�FULWLFLVP�IURP�7XUNLVK�RIILFLDOV��,Q�2FWREHU�������7XUNH\�YRWHG�LQ�
IDYRU� RI� D� 8�1�� UHVROXWLRQ� FRQGHPQLQJ� ,VUDHO� IRU� XVLQJ� H[FHVVLYH� IRUFH� DJDLQVW� WKH�
3DOHVWLQLDQV��DQG� ODWHU� WKDW�PRQWK��3UHVLGHQW�$KPHW�6H]HU�KDUVKO\�FULWLFL]HG� ,VUDHO� DW�DQ�
,VODPLF�HFRQRPLF�FRQIHUHQFH�LQ�,VWDQEXO����� ,W�LV�LPSRUWDQW�WR�QRWH�WKDW�DOWKRXJK�7XUNH\�
FULWLFL]HG� ,VUDHOLV� DFWLRQV� WRZDUGV� WKH� 3DOHVWLQLDQV�� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� WZR�
FRXQWULHV� KDV� FRQWLQXHG� WR� HYROYH�� � )RU� H[DPSOH�� LQ� 6HSWHPEHU� ������ 7XUNLVK� )RUHLJQ�
0LQLVWHU�,VPDLO�&HP�VWDWHG�WKDW�KLV�FRXQWU\�µLV�GHWHUPLQHG�WR�LPSURYH�LWV�WLHV�ZLWK�,VUDHO¶�
DQG� RIIHUHG� µWR� H[SDQG� WKH�PDVVLYH� HIIRUWV� WR� UHDFK� D� VROXWLRQ� EHWZHHQ� ,VUDHO� DQG� WKH�
3DOHVWLQLDQV¶�����

$IWHU�WKH�VXPPLW�WKDW�ZDV�KHOG�LQ�6KDUP�HO�6KHLN�ZKHQ�,VUDHO�DQG�3DOHVWLQLDQV�GLG�
QRW� FRPH� WR� DQ� DJUHHPHQW� D� FRPPLVVLRQ��0LWFKHOO� &RPPLVVLRQ�� ZDV� IRUPHG� WR� PDNH�
UHVHDUFK� RQ� WKH� $UDE�,VUDHOL� FRQIOLFW�� 7XUNH\¶V� IRUPHU� 3UHVLGHQW� 6�OH\PDQ� 'HPLUHO�
DWWHQGDQFH� WR� WKLV� FRPPLVVLRQ� ZDV� HYDOXDWHG� DV� ERWK� SDUWLHV� KDYLQJ� FRQILGHQFH� LQ�
7XUNH\�����+RZHYHU��ZKHQ�3ULPH�0LQLVWHU�$ULHO�6KDURQ�SDLG� D�YLVLW� WR�7XUNH\� LQ������
ZKHUH�KH�PHW�ZLWK�3ULPH�0LQLVWHU�%�OHQW�(FHYLW�� WKH�PHHWLQJ�ZDV�KHOG�LQ�D� WHQVH�WRQH��
(FHYLW� FULWLFL]HG� 6KDURQ� WR� VLW� DW� WKH� QHJRWLDWLRQ� WDEOH� ZLWKRXW� SURSRVLQJ� DQ\�

����,VUDHOL��³7KH�7XUNLVK�,VUDHOL�2GG�&RXSOH�´�SDU�����
����*UHRJRU\�$��%XUULV�TXRWHV�IURP�0LGGOH�(DVW�1HZV�$JHQF\��&DLUR���2FW����������LQ�³7XUNH\�DQG�,VUDHO��6SHHG�%XPSV�´�0LGGOH�(DVW�4XDUWHUO\�����QR����)DOO������������
����(IUDLP�,QEDU�TXRWHV�IURP�-HUXVDOHP�3RVW� ���6HSWHPEHU������LQ�³7KH�5HVLOLHQFH�RI�,VUDHOL��7XUNLVK�5HODWLRQV�´�,VUDHO�$IIDLUV�����QR����2FWREHU�������������
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����



��

SUHFRQGLWLRQV����� )XUWKHUPRUH�� ZKHQ� (FHYLW� ZDUQHG� 6KDURQ� WKDW� XQGHU� WKRVH�
FLUFXPVWDQFHV� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� WZR� FRXQWULHV� ZRXOG� EH� RYHUVKDGRZHG��
6KDURQ� UHVSRQGHG�E\� VWUHVVLQJ� WKDW� LI�7XUNH\�ZRXOG�DGRSW�D�PDQQHU� WRZDUG� ,VUDHO�� WKLV�
ZRXOG�QRW�EH�OHIW�ZLWKRXW�D�UHDFWLRQ�����

$QRWKHU�GLSORPDWLF�FULVLV�RFFXUUHG�DIWHU�,VUDHO¶V�2SHUDWLRQ�'HIHQVLYH�6KLHOG�DQG�
,VUDHO�XVLQJ�H[FHVVLYH�SRZHU�WRZDUGV�WKH�3DOHVWLQLDQV��DQG�,VUDHO�EHVLHJLQJ�<DVVHU�$UDIDW�
LQ� 5DPDOODK�� ,VUDHO� XVXDOO\� LJQRUHG� KDUVK� VWDWHPHQWV� IURP� 7XUNLVK� RIILFLDOV� EXW� DV� WKH�
WRQH�RI�WKH�FULWLFLVPV�JRW�KDUVKHU�ZKHQ�7XUNLVK�3ULPH�0LQLVWHU�(FHYLW�GHVFULEHG�LQ�$SULO�
����� WKH� ,VUDHOL�PLOLWDU\�KXQW� IRU�3DOHVWLQLDQ� WHUURULVWV�DV� µJHQRFLGH¶�� ,VUDHOL�GLSORPDF\��
EDFNHG� E\� -HZLVK� RUJDQL]DWLRQV� LQ� WKH� 8�6��� IRUFHG� WKH� 7XUNLVK� SUHPLHU� WR� UHWUDFW� KLV�
UHPDUN�� GHOLQHDWLQJ� D� FOHDU� µUHG� OLQH¶� UHJDUGLQJ� ZKDW� ,VUDHO� LV� ZLOOLQJ� WR� DFFHSW� DV�
FULWLFLVP�IURP�D�IULHQGO\�FRXQWU\�����7XUNH\� UHDOL]HG�WKDW� LW�FRXOG�ORVH�$PHULFDQ�-HZLVK�
OREE\� JURXSV¶� VXSSRUW� IRU� 7XUNH\� LQ� WKH� 8QLWHG� 6WDWHV� VLQFH� WKH\� KDYH� EHHQ� D�
FRXQWHUEDODQFH� WR�*UHHN�DQG�$UPHQLDQ� OREELHV��7KXV� WR� OHVVHQ� WKH� WHQVLRQ�EHWZHHQ� WKH�
WZR�FRXQWULHV�(FHYLW�DSRORJL]HG�VKRUWO\�DIWHU�VWDWLQJ��

³0\� LQWHQWLRQ� ZDV� QRW� WR� RIIHQG� -HZLVK� VRFLHW\�� 7KH� H[WUHPHO\� ZRUULVRPH�
YLROHQFH� VWDJHG� RQ� LQQRFHQW� SHRSOH� IURP� ERWK� VLGHV�PDGH�PH� XVH� WKDW� ZRUG� LQ�
RUGHU� WR� XQGHUOLQH� WKH� LPSRUWDQFH� RI� WKH� VLWXDWLRQ�� ,� DP� YHU\� VRUU\� IRU� WKH�
PLVXQGHUVWDQGLQJ� WKDW� LW� FDXVHG�7XUNH\� KDV� DOZD\V� EHHQ� D� IULHQG� WR� ERWK� ,VUDHO�
DQG� 3DOHVWLQH�� 7XUNH\¶V� EDODQFHG� DSSURDFK� KDV� UHPDLQHG� XQFKDQJHG� IRU� \HDUV��

����g]FDQ�TXRWHV�IURP�³ùDURQ¶D�)ÕUoD�´�+�UUL\HW� ���$÷XVWRV������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P������
����g]FDQ�TXRWHV�IURP�%DUoÕQ�<LQDQo��³*H]JLQ�=LUYH�´�0LOOL\HW� ��$÷XVWRV������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����,QEDU�TXRWHV�IURP�7XUNLVK�'DLO\�1HZV� ���$SULO������DQG�:DVKLQJWRQ�7LPHV� ���$SULO������LQ��³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������



��

7KLV�DSSURDFK�DOVR�UHIOHFWV�WKH�7XUNLVK�QDWLRQ¶V�ZLOO�DQG�H[SHFWDWLRQ�IRU�SHDFH�LQ�
WKH�0LGGOH�(DVW�DW�WKH�VDPH�WLPH�´����
$IWHU� $O� $NVD� LQWLIDGD� 7XUNH\� KDV� EHHQ� LQ� D� GLSORPDWLF� DFWLYLW\� GHVFULEHG� DV�

³FRQFHUWHG� DFWLRQ´� WKDW� KDV� WKH� LQWHQWLRQ� RI� FUHDWLQJ� LQWHUQDWLRQDO� V\QHUJ\� E\� ILUVW�
EULQJLQJ� LQIOXHQWLDO� UHJLRQDO� SRZHUV� DQG� RUJDQL]DWLRQV�� SULPDULO\� 2,&�� WRJHWKHU� WR�
EHFRPH� D� SDUW� RI� DQ� DFWLYLW\� WR� VWRS� WKH�ZDU� LQ� WKH� RFFXSLHG� WHUULWRULHV�����2YHUDOO�� WKH�
VHFRQG� LQWLIDGD� FUHDWHG� D� PLQL� FULVLV� LQ� WKH� ELODWHUDO� UHODWLRQV� WKDW� GLG� QRW� VHULRXVO\�
LQIOXHQFH�WKH�7XUNLVK�,VUDHOL�DOLJQPHQW��$OWKRXJK�7XUNH\�FULWLFL]HG�,VUDHO�IRU�LWV�DFWLRQV�
DJDLQVW�WKH�3DOHVWLQLDQV��LW�PDLQWDLQHG�LWV�FR�RSHUDWLRQ�ZLWK�,VUDHO��

'HVSLWH� WKH� GLSORPDWLF� FULVLV�� WKH� PLOLWDU\� FR�RSHUDWLRQ� DQG� HFRQRPLF� UHODWLRQV�
EHWZHHQ�WKH�WZR�FRXQWULHV�KDV�FRQWLQXHG�WR�HYROYH��2Q�-DQXDU\�����7XUNLVK�� ,VUDHOL�DQG�
$PHULFDQ� QDYLHV� KHOG� WKH� WKLUG� DQQXDO� MRLQW� VHDUFK�DQG�UHVFXH� QDYDO� H[HUFLVHV�� 5HOLDQW�
0HUPDLG� ,,,����� 7KHQ�� LQ� $SULO� ������ ,VUDHO� DQG� 7XUNH\� FRQGXFWHG� MRLQW� PDQHXYHUV��
ZLWKRXW� WKH� 8QLWHG� 6WDWHV�� IURP� WKH� EDVH� DW�0DUPDULV� $NVD]� 'HQL]� QDYDO� EDVH�� ZKLFK�
ZHUH�UHSRUWHGO\�QRW�KXPDQLWDULDQ�EXW�PLOLWDU\�LQ�SXUSRVH�����$OVR�LQ�-XQH�������7XUNLVK��
,VUDHOL� DQG� $PHULFDQ� DLU� IRUFHV� HQJDJHG� LQ� MRLQW� DHULDO� WUDLQLQJ� H[HUFLVHV�� $QDWROLDQ�
(DJOH�� 7KH� SDUWLFLSDQWV� LQ� WKH� H[HUFLVHV� IRFXVHG� RQ� MRLQW� RSHUDWLRQV� DQG� FRPPDQG�
SURFHGXUHV��WDNLQJ�DGYDQWDJH�RI�WKH�VLPLODU�$PHULFDQ�PDGH�SODQHV�LQ�WKHLU�UHVSHFWLYH�DLU�
IRUFH�WR�SUHSDUH�IRU�WKH�SRVVLELOLW\�RI�FRPELQHG�PLVVLRQV�GXULQJ�IXWXUH�UHJLRQDO�FULVHV�����
7KH� LQWLPDF\� EHWZHHQ� WKH� 7XUNLVK� DQG� ,VUDHOL� DLU� IRUFHV� FRXOG� EH� LQIHUUHG� IURP� WKH�

����%LVKNX�TXRWHV�IURP�7XUNLVK�'DLO\�1HZV� ���$SULO������LQ�³+RZ�+DV�7XUNH\�9LHZHG�,VUDHO"´����������
����g]FDQ�TXRWHV�IURP�6DPL�.RKHQ��³7�UNL\H�1H�<DSDELOLU�´�0LOOL\HW� ��1LVDQ������DQG�)LNUHW�%LOD��³$QNDUD�<DNODúÕPÕ�´�0LOOL\HW� ��1LVDQ������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����*UXHQ��³5HFHQW�'HYHORSPHQWV�LQ�7XUNLVK�,VUDHOL�5HODWLRQV�´������
����%HQJLR�TXRWHV�IURP�0LOOL\HW� $SULO����������LQ�7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����*UXHQ��³5HFHQW�'HYHORSPHQW�LQ�7XUNLVK�,VUDHOL�5HODWLRQV�´�������



��

SDUWLFLSDWLRQ�RI� ,VUDHOL�)����SODQHV� LQ� WKH�QLQHWLHWK�DQQLYHUVDU\�FHOHEUDWLRQV�RI�7XUNH\¶V�
DLU� IRUFH�����%HVLGHV� MRLQW� WUDLQLQJV�� WKH� WZR� FRXQWULHV¶�PLOLWDULHV� KDYH� FRQWLQXHG� WR� FR�
RSHUDWH�RQ�ZHDSRQU\� DQG�KDUGZDUH�GHYHORSPHQW��2Q�0DUFK�����������7XUNH\� VLJQHG�D�
VHFUHW� DJUHHPHQW�ZLWK� ,VUDHO�0LOLWDU\� ,QGXVWULHV� �,0,�� IRU� WKH�PRGHUQL]DWLRQ�RI�����0�
��$�� 7XUNLVK� WDQNV�� DW� D� FRVW� RI� ����P����� 7KLV� DJUHHPHQW� ZDV� VLJQHG� DIWHU� LQWHQVH�
GHEDWHV� EHFDXVH� RI� WKH� ULVLQJ� WHQVLRQ� ZLWK� ,VUDHO¶V� 2SHUDWLRQ� 'HIHQVLYH� 6KLHOG� LQ� WKH�
RFFXSLHG� WHUULWRULHV��+RZHYHU�� D� VWDWHPHQW�PDGH� E\�'HIHQVH�0LQLVWU\� VWUHVVHG� WKDW� WKH�
GHFLVLRQ� IRU� WKH� DJUHHPHQW� ZDV� PDGH� UHJDUGOHVV� RI� GDLO\� GHYHORSPHQW����� 7KH� WDQN�
DJUHHPHQW�LV�VLJQLILFDQW�QRW�RQO\�KDG�LW�LQGLFDWHG�WKH�7XUNLVK�PLOLWDU\¶V�ZLOOLQJQHVV�DQG�
LQIOXHQFH� RQ� UHODWLRQV� ZLWK� ,VUDHO�� EXW� ZLWK� WKLV� DJUHHPHQW� ,VUDHO� ZRXOG� VKDUH� LWV�
WHFKQRORJ\�VHFUHWV�ZLWK�7XUNH\��7KLV�FOHDUO\�FRLQFLGHV�ZLWK�$QNDUD¶V�GHFODUHG�SROLF\�RI�
EHFRPLQJ�PRUH�VHOI�VXIILFLHQW�LQ�PHHWLQJ�LWV�RZQ�PLOLWDU\�UHTXLUHPHQWV����� $OVR�LQ�-XO\�
������7XUNH\�VLJQHG�DQ�DJUHHPHQW�ZLWK�,0,�IRU�WKH�PRGHUQL]DWLRQ�RI�����KHOLFRSWHUV����
ZRUWK������PLOOLRQ�WKDW�LQFOXGHG�SXWWLQJ�HOHFWURQLF�ZDUIDUH�V\VWHPV�RQ�KHOLFRSWHUV�����

7XUNH\�KDV�EHHQ�LQWHUHVWHG�LQ�,VUDHO¶V�$UURZ�EDOOLVWLF�PLVVLOH�GHIHQVH�V\VWHP��<HW��
7XUNH\� FRXOG� QRW� EH� VXFFHVVIXO� WR� UHDFK� DQ� DJUHHPHQW�ZLWK� ,VUDHO� VLQFH� LW� ZDV� D� MRLQW�
SURMHFW�ZLWK� WKH�8QLWHG�6WDWHV��PRUHRYHU�� WKH�8QLWHG�6WDWHV�ZDV� QRW�ZLOOLQJ� WR� VHOO� WKH�
V\VWHP� WR�7XUNH\��+RZHYHU�� LQ� DGGLWLRQ� WR� ,VUDHO¶V� HIIRUW� WR�SHUVXDGH� WKH�8QLWHG�6WDWHV�
DIWHU�6HSWHPEHU���� DWWDFNV� LW�ZDV�XQGHUVWRRG� WKDW� WKH�8QLWHG�6WDWHV� DSSURYHG�7XUNH\¶V�

����%HQJLR�TXRWHV�IURP�+D¶DUHW]� -XQH����������$)3��-XQH����������LQ�7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS������
����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
����$PLNDP��7XUNH\��)DFLQJ�$�1HZ�0LOOHQQLXP� �����
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����³$�:LQGRZ�RQ�7XUNLVK�,VUDHOL�5HODWLRQV�´�7KH�:DVKLQJWRQ�,QVWLWXWH�IRU�1HDU�(DVW�3ROLF\�KWWS���ZZZ�ZDVKLQJWRQLQVWLWXWH�RUJ�GRFXPHQWV���FHF�G�������SGI��



��

SDUWLFLSDWLRQ�LQ�$UURZ�SURMHFW�����7KXV��LQ�,VUDHOL�&KLHI�RI�6WDII�0RVKH�<DDORQ¶V�YLVLW�WR�
7XUNH\� LQ� 'HFHPEHU� ������ ERWK� SDUWLHV� GLVFXVVHG� WKH� LVVXH� RI� VHOOLQJ� $UURZ� ,,� WR�
7XUNH\�����

,Q�DGGLWLRQ��WKH�WHUURULVW�DWWDFNV�RQ�WKH�8QLWHG�6WDWHV�LQ�6HSWHPEHU����������KDYH�
UHLQIRUFHG� WKH�VWUDWHJLF�FR�RSHUDWLRQ�EHWZHHQ�7XUNH\�DQG� ,VUDHO�� )RU� ,VUDHO�DQG�7XUNH\��
WKH�QHZ� WKUHDWV� SRVHG�E\�2VDPD�ELQ�/DGHQ� DQG�KLV� LQWHUQDWLRQDO� QHWZRUN�RI�$O�4DHGD�
WHUURULVW²ZLWK� WKHLU� SRVVLEOH� FRQQHFWLRQV� WR�PLOLWDQW� ,VODPLF� HOHPHQWV� LQ� ,UDQ�� QRUWKHUQ�
,UDT�� /HEDQRQ�� DQG� HOVHZKHUH� LQ� WKH� UHJLRQ²FRQVWLWXWHG� RQH� DGGLWLRQDO� FDXVH� RI�
FRQFHUQ����� ,Q� WKLV� VHQVH�� ,UDQ� UDLVHG� FRQFHUQV� LQ� WKH� UHJLRQ� EHFDXVH� ,UDQ� KDV� EHHQ� D�
VXSSRUWHU�RI� ,VODPLF� WHUURULVW�RUJDQL]DWLRQV�� ,VUDHO�DQG� WKH�8QLWHG�6WDWHV�VWDWHG� WKDW� ,UDQ�
ZDV�WUDQVSRUWLQJ�PLOLWDU\�HTXLSPHQW�WR�WHUURULVW�RUJDQL]DWLRQV�LQ�6\ULD�E\�,UDQLDQ�IOLJKWV��
)RU� LWV�SDUW��7XUNH\�KDV�DFWLYHO\� WKZDUWHG�WHUURULVW�RUJDQL]DWLRQV�ZRUNLQJ�DJDLQVW� ,VUDHO��
DQG�LQ�������7XUNH\�UHSRUWHGO\�SUHYHQWHG�,UDQ�IURP�VXSSO\LQJ�DUPV�WR�+H]EROODK�WKURXJK�
7XUNLVK�DLUVSDFH�����

7KH� HFRQRPLF� UHODWLRQV� EHWZHHQ� 7XUNH\� DQG� ,VUDHO� KDYH� FRQWLQXHG� WR� HYROYH�
GHVSLWH�GLSORPDWLF�WHQVLRQV��7UDGH�UHODWLRQV�KDYH�LQFUHDVHG�VLJQLILFDQWO\�FRPSDUHG�WR�WKH�
����V��$V�D�SDUW�RI�WKH�)UHH�7UDGH�$JUHHPHQW�RQ�-DQXDU\���������WKH�WD[�DPRXQW���������
DSSOLHG�WR�VRPH�WH[WLOH�SURGXFWV��ZKLFK�KDG�EHHQ�VXEMHFWHG�WR�FXVWRPV��ZDV�OLIWHG�����$OVR�
LQ� )HEUXDU\� ������ 7XUNH\� DQG� ,VUDHO¶V� -RLQW� &RPPLVVLRQ� VLJQHG� D� PHPRUDQGXP� RI�
XQGHUVWDQGLQJ�RQ� IUHH� WUDGH� ]RQHV� WKDW� KDG� WKH� LQWHQWLRQ� WR� HQDEOH� WKH� WZR� FRXQWULHV� WR�
����g]FDQ�TXRWHV�IURP�0HWHKDQ�'HPLU��³$UURZ�øoLQ�<HúLO�,úÕN�´�+�UUL\HW� ��2FDN������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
����g]FDQ�TXRWHV�IURP�³øVUDLO¶LQ�GHUGL�øúELUOL÷L�<DSPDN�´�5DGLNDO� ���$UDOÕN������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� ����
����*UXHQ��³5HFHQW�'HYHORSPHQW�LQ�7XUNLVK�,VUDHOL�5HODWLRQV�´������
����,QEDU��³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������
����³øVUDLO�hNOH�%�OWHQL��0DUW�������´�'(,.� ���KWWS���ZZZ�GHLN�RUJ�WU�EXOWHQOHU��������������EXOWHQ�PDUW���GRF��



��

H[SRUW�JRRGV�WR�WKH�8QLWHG�6WDWHV�ZLWKRXW�FXVWRPV�GXWLHV�DQG�TXRWDV��DQG�WR�LQFUHDVH�WKH�
DQQXDO� YROXPH� RI� WUDGH� EHWZHHQ� 7XUNH\� DQG� ,VUDHO� IURP� �����PLOOLRQ� WR� ��� ELOOLRQ�����
7KHUHIRUH��WKH�WUDGH�YROXPH�KDV�LQFUHDVHG�HQRUPRXVO\�IURP����������PLOOLRQ�LQ������WR�
����������� PLOOLRQ� LQ� ������ ����������� PLOOLRQ� LQ� ������ DQG� ����������� PLOOLRQ� LQ�
��������� (VSHFLDOO\� ZLWK� KDYLQJ� WKH� WD[HV� OLIWHG� RQ� VRPH� WH[WLOH� SURGXFWV� 7XUNLVK�
H[SRUWHUV�WR�,VUDHO�ZLWK�D�������LQFUHDVH�WRWDOHG�WR����������PLOOLRQ�LQ������FRPSDUHG�WR�
���������PLOOLRQ�LQ��������

$OWKRXJK� WKH� EDQ� RQ� FDVLQRV� LQ�7XUNH\� KDG� UDLVHG� FRQFHUQV� WKDW� ,VUDHOL� WRXULVP�
ZRXOG�GHFOLQH��WKH�QXPEHU�RI�,VUDHOL�WRXULVWV�FRPLQJ�WR�7XUNH\�LQ�WKH�ILUVW�WKUHH�\HDUV�RI�
WKH���VW�FHQWXU\�LQGLFDWHV�WKDW�WRXULVP�VWLOO�PDLQWDLQV�LWV�VLJQLILFDQW�VKDUH�LQ�WKH�ELODWHUDO�
HFRQRPLF�UHODWLRQV��7KH�QXPEHU�RI�,VUDHOL�WRXULVW�FRPLQJ�WR�7XUNH\�DUH����������LQ�������
��������LQ�������DQG���������LQ����������

,VUDHO�DQG� ,VUDHOL�FRPSDQLHV¶� LQYHVWPHQWV�KDYH�FRQWLQXHG�LQ� WKH�*$3�SURMHFW�� ,Q�
)HEUXDU\� ������ VL[� DJULFXOWXUH� LUULJDWLRQ� SURMHFWV� WRWDOLQJ� ���� PLOOLRQ� GROODU� ZHUH�
DOORFDWHG�WR�,VUDHOL�FRPSDQLHV�����$OVR�RQ�2FWREHU�����������D�MRLQW�VDPSOH�GHPRQVWUDWLRQ�
IDUP�E\�.Ro�*URXS�DQG�$7$�&RQVWUXFWLRQ�,QGXVWU\�DQG�7UDGLQJ�,QF��ZRXOG�EH�SXW�LQWR�
VHUYLFH�WKDW�ZDV�FRQVWUXFWHG�RQ������VTXDUH�PHWHUV�ODQG��IXUWKHUPRUH�,VUDHO�ZRXOG�VXSSO\�
WKH�NQRZ�KRZ�UHTXLUHG�IRU�WKH�IDUP�����

7XUNH\� DQG� ,VUDHO� DOVR� GLVFXVVHG� WKH� LVVXH� RI� H[SRUWLQJ� ZDWHU� WR� ,VUDHO� IURP�

����%HQJLR��7KH�7XUNLVK�,VUDHOL�5HODWLRQVKLS� �����
����³øVUDLO�hONH�%�OWHQL��0DUW�������´�'(,.� ���KWWS���ZZZ�GHLN�RUJ�WU�EXOWHQOHU��������������EXOWHQ�PDUW���GRF��
����³7RXULVP�6WDWLVWLF�����������´��������KWWS���ZZZ�NXOWXU�JRY�WU�75�%HOJH*RVWHU�DVS[")�(��)�������&))�()$(����)��'��(�'&�)'�'�����)�%��
����1DFKPDQL��7XUNH\��)DFLQJ�$�1HZ�0LOOHQQLXP� �����
����g]FDQ�TXRWHV�IURP�0HKPHW�)DUDo��6X\X�$UD\DQ�7RSUDN��+DUDQ�YH�)ÕUDW¶ÕQ�%LQ�<ÕOOÕN�'UDPÕ� øVWDQEXO��2]DQ��������V����LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����



��

7XUNH\¶V�0DQDYJDW�5LYHU��'XULQJ�,VUDHOL�)RUHLJQ�0LQLVWHU�6KLPRQ�3HUHV¶�YLVLW�WR�7XUNH\�
LQ� ����� ERWK� SDUWLHV� KHOG� GLVFXVVLRQV� UHJDUGLQJ� WKLV� LVVXH� EXW� GLG� QRW� HQG� XS� ZLWK� DQ�
DJUHHPHQW�� $OVR� RQ� $XJXVW� ��� ������ 3ULPH� 0LQLVWHU� 6KDURQ� DVVXUHG� YLVLWLQJ� 7XUNLVK�
(QHUJ\�0LQLVWHU�=HNL�dDNDQ�WKDW�,VUDHO�ZLOO�SXUFKDVH����PLOOLRQ�FXELF�PHWHUV��0&0��RI�
ZDWHU�DQQXDOO\�RYHU����\HDUV�����
$.3�9LFWRU\�DQG�5HODWLRQV�ZLWK�,VUDHO�

7KH�YLFWRU\�RI�WKH�QHZ�-XVWLFH�DQG�'HYHORSPHQW�SDUW\��$.3���ZKRVH�OHDGHUV�KDG�
EHHQ� DVVRFLDWHG� ZLWK� SUHYLRXVO\� EDQQHG� ,VODPLF�URRWHG� SDUWLHV� �LQFOXGLQJ� WKH� 5HIDK�
SDUW\��� LQ� WKH� 7XUNLVK� QDWLRQDO� HOHFWLRQV� RQ� 1RYHPEHU� ��� ������ KDV� EHHQ� WHUPHG� D�
³SROLWLFDO�HDUWKTXDNH´�E\�PDQ\�REVHUYHUV�����7KH�$.3�YLFWRU\�UDLVHG�FRQFHUQV�LQ�,VUDHO�LQ�
WHUPV�RI� WKH� IXWXUH� RI� WKH� VWUDWHJLF� UHODWLRQVKLS�� VLQFH� LWV� SUHGHFHVVRU��5HIDK�SDUW\�� KDG�
WULHG�WR�GLPLQLVK�WKH�UHODWLRQV�ZLWK�,VUDHO�DQG�GHHSHQ�7XUNH\¶V�UHODWLRQV�ZLWK�WKH�,VODPLF�
ZRUOG��:K\�DQ� ,VODPLF�URRWHG�SDUW\�ZRQ�WKH�HOHFWLRQV"�$OWKRXJK�WKH�$.3�XQGRXEWHGO\�
GUHZ�VRPH�RI�LWV�VXSSRUW�IURP�WUDGLWLRQDO�,VODPLF�HOHPHQWV�LQ�WKH�7XUNLVK�SRSXODWLRQ��WKH�
FRQVHQVXV�RI�SROLWLFDO�REVHUYHUV�LV�WKDW�WKH�SDUW\¶V�YLFWRU\�KDG�OLWWOH�WR�GR�ZLWK�LWV�,VODPLF�
URRWV����� 7KH� YLFWRU\� RI� WKH�$.3�ZDV� GHVFULEHG� DV� D� SURWHVW� RI� WKH� 7XUNLVK� SRSXODWLRQ�
VLQFH�WKH\�UHPRQVWUDWHG�WKDW�IRUPHU�SDUWLHV�KDG�IDLOHG�WR�JRYHUQ�WKH�FRXQWU\�DGHTXDWHO\��

:RXOG� WKH� $.3� JRYHUQPHQW� OLNH� LWV� SUHGHFHVVRU�� 5HIDK� SDUW\�� WU\� WR� EUHDN� RII�
UHODWLRQV� ZLWK� ,VUDHO"� 6KRUWO\� EHIRUH� WKH� YLFWRU\� VRPH� VHQLRU� SROLWLFDO� OHDGHUV� KDUVKO\�
FULWLFL]HG�,VUDHO¶V�SROLFLHV�WRZDUGV�WKH�3DOHVWLQLDQV�WKDW�UDLVHG�TXHVWLRQV�DERXW�WKH�IXWXUH�
RI�WKH�UHODWLRQV�ZLWK�,VUDHO��)RU�H[DPSOH��%�OHQW�$ULQo��HQFRXUDJHG�WKH�8QLWHG�6WDWHV�WR�

����*UXHQ��³5HFHQW�'HYHORSPHQWV�LQ�7XUNLVK�,VUDHOL�5HODWLRQV�´������
����*HRUJH�(��*UXHQ��³7XUNH\¶V�³3ROLWLFDO�(DUWKTXDNH´��6LJQLILFDQFH�IRU�WKH�8QLWHG�6WDWHV�DQG�WKH�5HJLRQ�´�$PHULFDQ�)RUHLJQ�3ROLF\�,QWHUHVWV����������������
����*UXHQ��³7XUNH\¶V�3ROLWLFDO�(DUWKTXDNH�´�����



��

XVH� LWV� LQIOXHQFH� WR� VWRS� ,VUDHO¶V� µPDVVDFUH¶� RI� WKH� 3DOHVWLQLDQV����� +RZHYHU�� WKH� $.3�
JRYHUQPHQW�SURPLVHG�WR�PDLQWDLQ�WKH�VWUDWHJLF�FR�RSHUDWLRQ�ZLWK�,VUDHO��(UGR÷DQ�PDGH�LW�
FOHDU� WR� -HZLVK�RUJDQL]DWLRQV� LQ�$PHULFD��ZKLFK�KH�PHW� LPPHGLDWHO\�DIWHU�KLV� HOHFWRUDO�
YLFWRU\��WKDW�KH�IDYRUHG�FRQWLQXLQJ�WKH�ERQG�ZLWK�,VUDHO�DQG�HYHQ�H[SDQGLQJ�LW�IXUWKHU�����
,Q�DQ�DUWLFOH�LQ�1HZ�5HSXEOLF� LQ�'HFHPEHU�������ZKHQ�(UGR÷DQ�ZDVLQ�:DVKLQJWRQ�� WKH�
ZHOO�NQRZQ�FRPPHQWDWRU�5REHUW�'��.DSODQ�ZURWH��

/LNH�*�O��(UGR÷DQ� LV�QRW�DQ�RSSRUWXQLVW�ZKRVH� LGHDV�KDYH� UHFHQWO\� FKDQJHG� IRU�
WKH� VDNH� RI� VKRUW�WHUP� SROLWLFDO� JDLQV�� +H� WRR� KDV� VORZO\� FRPH� DURXQG� WR� D�
UHIRUPLVW�SKLORVRSK\�WKDW�ZHOFRPHV�WKH�WUDGLWLRQDO�UHOLJLRXV�SUDFWLFHV�RI�7XUNH\¶V�
ZRUNLQJ�FODVV�ZKLOH�VXSSRUWLQJ�WKH�VHFXODU�QDWXUH�RI�WKH�SROLWLFDO�HVWDEOLVKPHQW�����
:KDW� LV� PRUH� LPSRUWDQW� IURP� (UGR÷DQ¶V� SKLORVRSK\� LV� WKDW� KH� UHDOL]HG� WKDW�

EUHDNLQJ� RII� UHODWLRQV� ZLWK� ,VUDHO� ZRXOG� FRVW� WRR� PXFK� IRU� 7XUNH\�� 1RW� RQO\� 7XUNH\�
ZRXOG� ORRVH� WKH� EHQHILWV� RI� UHODWLRQV� ZLWK� ,VUDHO²HFRQRPLF� WLHV� DQG� PLOLWDU\� FR�
RSHUDWLRQ²EXW�DOVR�LW�ZRXOG�KDUP�LWV�SRVLWLRQ�LQ�:DVKLQJWRQ��$OWKRXJK�,VUDHO¶V�DFWLRQV�
WRZDUGV� WKH� 3DOHVWLQLDQV� DQG� KDUVK� FULWLFLVPV� RI� 7XUNLVK� RIILFLDOV� KDYH� SXW� VWUDLQ� RQ�
UHODWLRQV� ZLWK� ,VUDHO�� WKH� $.3� JRYHUQPHQW� KDV� FRQWLQXHG� WR� GHYHORS� LWV� UHODWLRQV� ZLWK�
,VUDHO�� 7KURXJK� LQFUHDVHG� PLOLWDU\�� HFRQRPLF�� DQG� FXOWXUDO� LQWHUDFWLRQV� WKH� SROLWLFDO�
GLPHQVLRQ�RI�WKH�7XUNLVK�,VUDHOL�DOOLDQFH�KDV�EHHQ�SOD\HG�GRZQ�����

'XULQJ�WKH�ILUVW�FRXSOH�PRQWKV�RI� WKH�$.3�JRYHUQPHQW�D� ORW�RI�PLQLVWHULDO�OHYHO�
YLVLWV�WR�,VUDHO�KDG�EHHQ�FDUULHG�RXW�DQG�LQ�UHWXUQ�IURP�,VUDHO�PDQ\�KLJK�OHYHO�YLVLWV�KDG�

����%XUULV�TXRWHV�IURP�$QDGROX�1HZV�$JHQF\��7XUNH\���$SULO���������LQ�³7XUNH\�DQG�,VUDHO��6SHHG�%XPSV�´��������
����,QEDU�TXRWHV�IURP�-HZLVK�7HOHJUDSKLF�$JHQF\� ���'HFHPEHU������LQ�³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������
����%LVKNX�TXRWHV�IURP�5REHUW�'��.DSODQ��µ5HIRUP�3DUW\�¶�1HZ�5HSXEOLF� ���'HFHPEHU�������S����LQ�³+RZ�+DV�7XUNH\�9LHZHG�,VUDHO"´�����
���� :DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´������



��

EHHQ� SDLG� WR� 7XUNH\�� VXFK� DV� 3UHVLGHQW� 0RVKH� .DWVDY� DQG� )RUHLJQ� 0LQLVWHU� 6LOYDQ�
6KDORP�����)RU�H[DPSOH��LQ�$SULO������,VUDHOL�)RUHLJQ�0LQLVWHU�6LOYDQ�6KDORP�SDLG�D�YLVLW�
WR� 7XUNH\� WR� GLVFXVV� ILUVWO\� WKH� GHYHORSPHQWV� LQ� ,UDT� DQG� LQ� WKH� UHJLRQ�� DQG� ELODWHUDO�
SUREOHPV����� ,VUDHOL� )RUHLJQ�0LQLVWHU� 6LOYDQ� 6KDORQ� SDLG� DQRWKHU� YLVLW� WR� 7XUNH\� DIWHU�
GHYDVWDWLQJ� DWWDFNV� WR� 1HYH� 6KDORP� DQG� %HWK� ,VUDHO� V\QDJRJXHV� ZKHUH� KH� PHW� ZLWK�
7XUNLVK�)RUHLJQ�0LQLVWHU�$EGXOODK�*�O��DQG�PDGH�MRLQW�D�SUHVV�VWDWHPHQW�LQ�ZKLFK�ERWK�
PLQLVWHUV� VWUHVVHG� WKDW� µWKHUH� LV� D� QHHG� WR� FRQIURQW� WHUURULVP� FRRSHUDWLYHO\� LQ� WKH�
LQWHUQDWLRQDO�DUHQD�¶����7KH�WKUHDW�RI�WHUURULVP�KDV�LQFUHDVHG�WKH�FR�RSHUDWLRQ�EHWZHHQ�WKH�
WZR� FRXQWULHV�� ,QGHHG�� 3ULPH� 0LQLVWHU� (UGR÷DQ� XUJHG� VWUHQJWKHQHG� LQWHOOLJHQFH� FR�
RSHUDWLRQ�EHWZHHQ�WKH�WZR�VWDWHV�LQ�WKHLU�FRXQWHU�WHUURULVW�DFWLYLWLHV�����

)ROORZLQJ� WKH� ERPE� DWWDFNV� LQ� ,VWDQEXO� ,VUDHOL� 3XEOLF� 6HFXULW\� 0LQLVWHU� 7VDKL�
+DQHJEL� SDLG� D�YLVLW� WR�7XUNH\� LQ�'HFHPEHU�������'XULQJ�+DQHJEL¶V� YLVLW� ERWK�SDUWLHV�
VLJQHG� DQ� DJUHHPHQW� WKDW� VWUHVVHG� FR�RSHUDWLRQ� LQ� ILJKWLQJ� µGUXJ� VPXJJOLQJ�� LOOHJDO�
LPPLJUDWLRQ��RUJDQL]HG�FULPH�DQG�ZRPHQ�VODYH�WUDGH¶�����PRUHRYHU��ERWK�SDUWLHV�UHDFKHG�
DQ�DFFRUG�XQGHU�ZKLFK�7XUNLVK�SROLFH�ZLOO�IRU�WKH�ILUVW�WLPH�WUDLQ�ZLWK�,VUDHOL�SROLFH�����

+RZHYHU��GLSORPDWLF�UHODWLRQV�HQWHUHG�LQWR�D�FULVLV�SHULRG�ZLWK�,VUDHO¶V�RSHUDWLRQV�
LQ� WKH� :HVW� %DQN� DQG� *D]D� WKDW� UHVXOWHG� ZLWK� FLYLOLDQ� GHDWKV�� DQG� DVVDVVLQDWLRQ� RI�
+DPDV¶� UHOLJLRXV� OHDGHUV�RI�6KHLN�$KPHW�<DVLQ�DQG�KLV�VXFFHVVRU�$EG�OD]L]�5DQWLVL� LQ�
0DUFK�DQG�0D\�������DQG�ZLWK� UHSRUWV��ZKLFK�FODLPHG� WKDW� ,VUDHO�ZDV�VHFUHWO\� WUDLQLQJ�
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����g]FDQ�TXRWHV�IURP�³,VUDHOL�)0�'XH�LQ�$QNDUD�IRU�+LJK�OHYHO�7DONV�´�7XUNLVK�'DLO\�1HZV� ���1LVDQ������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����³2UWDN�0�FDGHOH�$UD\ÕúÕ�´�&XPKXUL\HW� ���.DVÕP�������
����,QEDU�TXRWHV�IURP�$NVDP� ��-DQXDU\������DQG�8UL�'DODQ��µ,VUDHO�DQG�7XUNH\�-RLQ�)RUFHV�YV��$O�4DHGD¶��1HZ�<RUN�3RVW� ���-DQXDU\������LQ�³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������
����g]FDQ�TXRWHV�IURP�$\KDQ�ùLPúHN��³øVUDLO�LOH�*�YHQOLN�$QODúPDVÕ�´�&XPKXUL\HW� ���$UDOÕN������LQ�7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����,QEDU�TXRWHV�IURP�7XUNLVK�'DLO\�1HZV� ���'HFHPEHU������DQG�5HXWHUV��-HUXVDOHP������'HFHPEHU������LQ�³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������



��

.XUGLVK� FRPPDQGRV�� 7KH� $.3� JRYHUQPHQW� KDV� DOVR� EHHQ� YHU\� VHQVLWLYH� WR� WKH�
3DOHVWLQLDQ� LVVXH� DQG� PDGH� KDUVK� FULWLFV� WRZDUG� ,VUDHO�� :KHQ� +DPDV¶� UHOLJLRXV� OHDGHU�
6KHLN� $KPHW� <DVLQ� ZDV� NLOOHG� GXULQJ� ,VUDHO¶V� RSHUDWLRQ� LQ� *D]D� RQ� 0DUFK� ���� ������
3ULPH�0LQLVWHU�(UGR÷DQ�GHVFULEHG�,VUDHO¶V�DFWLRQV�DV�µWHUURULVP¶��DQG�FULWLFL]HG�,VUDHO�E\�
WDNLQJ� WKH� GHFLVLRQ� WR� DVVDVVLQDWH� 6KHLN� <DVLQ� ZKR� ZDV� UHOHDVHG� IURP� ,VUDHOL� SULVRQ�
EHFDXVH�RI�KHDOWK�SUREOHPV��DQG�FRQWLQXHG�KLV�FULWLFLVP�E\�VWDWLQJ�WKDW�D�VWDWH�VKRXOG�QRW�
QXUWXUH� JUXGJHV� DQG� VXVSHQG� ODZ����� $OVR� D� FRQGHPQDWLRQ� FDPH� IURP� WKH� 7XUNLVK�
0LQLVWU\� RI� )RUHLJQ� $IIDLUV� VWUHVVLQJ� WKDW� WKLV� NLQG� RI� DFWLRQV� ZRXOG� GHWHULRUDWH� WKH�
FRQIOLFW�HYHQ�PRUH�LQ�WKH�UHJLRQ�����2QH�DJDLQ��ZKHQ�6KHLN�<DVLQ¶V�VXFFHVVRU�$EG�OD]L]�
5DQWLVL�ZDV�NLOOHG�RQ�0DUFK�����������D�KDUVK�FULWLFLVP�PDGH�E\�WKH�0LQLVWU\�RI�)RUHLJQ�
$IIDLUV�VWUHVVLQJ�WKDW�WKLV�NLQG�RI�LOOHJDO�DVVDVVLQDWLRQ�DFWLRQV�ZRXOG�QRW�VHUYH�IRU�SHDFH�
EXW�ZRXOG�HYHQ�ZRUVHQ�WKH�FRQIOLFW�����

,VUDHO�ZRXOG�UDLVH�LWV�FRQFHUQV�DERXW�WKH�IXWXUH�RI�WKH�UHODWLRQV��DQG�ZRXOG�VWUHVV�
LWV� GLVFRPIRUW� ZLWK� WKH� FRQWLQXRXV� GHOD\� RI� )RUHLJQ� 0LQLVWHU� *�O¶V� YLVLW� WR� ,VUDHO�����
+HQFH�� WR� OHVVHQ� WKH� WHQVLRQ� GXULQJ� (8� VXPPLW� LQ� 'XEOLQ� RQ� 0D\� ��� ������ )RUHLJQ�
0LQLVWHU�*�O�ZRXOG�SURPLVH�,VUDHOL�)RUHLJQ�0LQLVWHU�6LOYDQ�6KDORQ�WKDW�KH�ZRXOG�PDNH�
KLV�YLVLW�WR�,VUDHO�����

+RZHYHU��UHODWLRQV�EHWZHHQ�7XUNH\�DQG�,VUDHO�ZRXOG�DJDLQ�EHFRPH�WHQVH�LQ�0D\�
����� ZLWK� ,VUDHO¶V� DFWLRQV� DJDLQVW� 3DOHVWLQLDQV� LQ� 5DIDK� UHIXJHH� FDPS�� 3ULPH�0LQLVWHU�
(UGR÷DQ�FULWLFL]HG�,VUDHO�IRU�XVLQJ�H[FHVVLYH�SRZHU�DJDLQVW�3DOHVWLQLDQV�LQ�5DIDK�RQ�0D\�

����+DVDQ�7�IHNoL��³(UGR÷DQ��øVUDLO¶LQ�<DSWÕ÷Õ�7HU|UG�U�´�+�UUL\HW� ���0DUW�������
����³+DPDV¶ÕQ�'LQL�/LGHUL�6H\K�$KPHW�<DVLQ¶LQ�gOG�U�OPHVL�+DNNÕQGD�´�0LQLVWU\�RI�)RUHLJQ�$IIDLUV� ���0DUW�������QR�����KWWS���ZZZ�PID�JRY�WU��
����³+DPDV�/LGHUL�5DQWLVL¶QLQ�gOG�U�OPHVL�+DNNÕQGD�´�0LQLVWU\�RI�)RUHLJQ�$IIDLUV� ���1LVDQ�������QR�����KWWS���ZZZ�PID�JRY�WU��
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����



��

����������DQG�GHILQHG�,VUDHO¶V�DFWLRQV�DV�µVWDWH�WHUURULVP¶��LQ�DGGLWLRQ��(UGR÷DQ�FDOOHG�DOO�
VWDWHV�LQWR�DFWLRQ�UDWKHU�WKDQ�MXVW�FRQGHPQLQJ����� )RUHLJQ�0LQLVWHU�*�O�DOVR�FRQGHPQHG�
,VUDHOL�DFWLRQV��DQG�UHSOLHG�WR�WKH�TXHVWLRQ�LI�WKH�UHODWLRQV�EHWZHHQ�WKH�FRXQWULHV�ZRXOG�EH�
HIIHFWHG� XQGHU� WKHVH� FLUFXPVWDQFHV� DV� ³WKHVH� DFWLRQV� ZHUH� DIIHFWLQJ� WKH� ZKROH� UHJLRQ�
QHJDWLYHO\�WKXV�XQGRXEWHGO\�ZRXOG�DIIHFW�WKH�UHODWLRQV�´����

,W� LV� LPSRUWDQW� WR� HPSKDVL]H� WKDW� GHVSLWH� WKHVH� KDUVK� FULWLFLVPV�� 7XUNH\� GLG� QRW�
WDNH�DQ\�VHULRXV�DFWLRQV�WRZDUG�,VUDHO��(YHQ�LW�WULHG�WR�ILQG�D�EDODQFH�EHWZHHQ�,VUDHOLV�DQG�
3DOHVWLQLDQV�� )RU� H[DPSOH�� )RUHLJQ� 0LQLVWHU� VWUHVVHG� WKDW� DOVR� 3DOHVWLQLDQV¶� VXLFLGH�
DWWDFNV�ZHUH�LQFRUUHFW��ZKHUHDV�3ULPH�0LQLVWHU�(UGR÷DQ�GHVSLWH�KLV�FDOOV�IRU�FR�RSHUDWLYH�
DFWLRQV�GLG�QRW�GHILQH�WKH�FRQFUHWH�VWHSV�7XUNH\�ZRXOG�WDNH��DQG�VWUHVVHG�WKDW�KH�PDGH�WKH�
FULWLFV�DV�D�IDWKHU�����

7XUNH\�GHFLGHG� WR� WDNH� D� VWHS� DJDLQVW� ,VUDHO� E\� WDNLQJ� VLGH�ZLWK�3DOHVWLQH�ZKHQ�
)RUHLJQ�0LQLVWHU�*�O� VWUHVVHG� WKDW� 7XUNH\�PLJKW� DSSRLQW� DQ� DPEDVVDGRU� WR� 3DOHVWLQH¶V�
&RQVXODWH�LQ�-HUXVDOHP��DQG�)HULGXQ�6LQLUR÷OX��$PEDVVDGRU�WR�7HO�$YLY��PLJKW�EH�FDOOHG�
IRU� FRQVXOWDWLRQV�����:KHQ�)HULGXQ�6LQLUR÷OX�ZDV� FDOOHG� WR�$QNDUD� IRU�FRQVXOWDWLRQV�RQ�
-XQH����������LW�ZDV�UHSRUWHG�E\�WKH�SUHVVHV��ZKLFK�ZHUH�FORVH�WR�WKH�$.3�JRYHUQPHQW��
WKDW�6LQLUR÷OX�ZDV� FDOOHG� WR�$QNDUD� DV� D� UHDFWLRQ� WR� ,VUDHO����� ,Q� UHVSRQVH� WR� WKLV�� IURP�
0LQLVWU\� RI� )RUHLJQ� $IIDLUV� FLUFOHV� LW� ZDV� HPSKDVL]HG� WKDW� 6LQLUR÷OX� ZDV� FDOOHG� IRU�
URXWLQH�SXUSRVHV�����$OVR�ZKHQ�,VUDHO¶V�'HSXW\�3ULPH�0LQLVWHU�(KXG�2OPHUW�SDLG�D�YLVLW�
WR�7XUNH\�LQ�-XO\�������KH�GLG�QRW�JHW�WKH�FKDQFH�WR�PHHW�ZLWK�3ULPH�0LQLVWHU�(UGR÷DQ��

����³(UGR÷DQ�'HYOHW�7HU|U��'HGL�´�&XPKXUL\HW� ���0D\ÕV�������
����³(UGR÷DQ�'HYOHW�7HU|U��'HGL�´�&XPKXUL\HW� ���0D\ÕV�������
����6HUNDQ�'HPLUWDú��³,VUDLO¶OH�<HQL�6RJXNOXN�'|QHPL�´�&XPKXUL\HW� ���0D\ÕV�������
����+LODO�.|\O���³,VUDLO¶OH�.UL]�7RKXPODUÕ�´�5DGLNDO� ���0D\ÕV�������³)LOLVWLQ¶H�-HVW��,VUDLO¶H�7DYÕU�´�&XPKXUL\HW� ���0D\ÕV�������
����g]FDQ��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P� �����
����g]FDQ�TXRWHV�IURP�³,VUDLO�YH�$UDSODUD�0HVDM�´�&XPKXUL\HW� ��+D]LUDQ�������



��

'XULQJ�KLV�YLVLW��2OPHUW�ZDV�DFFHSWHG�E\�3UHVLGHQW�6H]HU�DQG�)RUHLJQ�0LQLVWHU�*�O�EXW�
GLG�QRW�JHW�DQ�DSSRLQWPHQW�IURP�(UGR÷DQ��$OWKRXJK�(UGR÷DQ¶V�EXV\�VFKHGXOH�ZDV�VKRZQ�
DV�WKH�UHDVRQ��WKH�0LQLVWU\�RI�)RUHLJQ�$IIDLUV�VRXUFHV�HPSKDVL]HG�WKDW�(UGR÷DQ�ZDV�QRW�
SDUWLVDQ�RI� WKH�PHHWLQJ�����/DWHU� LQ�DQ� LQWHUYLHZ�ZLWK�&11�7XUN��2OPHUW� VWDWHG� WKDW�KH�
FRXOG�QRW�PHHW�ZLWK�(UGR÷DQ�EHFDXVH�RI�D�WHFKQLFDO�SUREOHP��LQ�DGGLWLRQ��KH�DGGHG�WKDW�
KH�GLG�QRW�WKLQN�WKDW�KH�ZDV�SXQLVKHG�IRU�KLV�JRYHUQPHQWV¶�DFWLRQV��DQG�UHODWLRQV�EHWZHHQ�
WZR� FRXQWULHV� ZHUH� VWURQJ� HQRXJK� WR� RYHUFRPH� WKH� SUREOHPV� LW� ZDV� IDFLQJ����� 'HVSLWH�
2OPHUW¶V� RSWLPLVWLF� VWDWHPHQWV�� LW� ZDV� REYLRXV� WKDW� 7XUNH\¶V� DWWLWXGH� WR� ,VUDHO� GLG� QRW�
FKDQJH��

+RZHYHU�� WKH� GLSORPDWLF� UHODWLRQV� VWDUWHG� WR�ZDUP� XS� DIWHU� WKH�1$72� 6XPPLW�
WKDW�ZDV�KHOG�LQ�,VWDQEXO�DW�WKH�HQG�RI�-XQH��ZKHUH�WKH�8QLWHG�6WDWHV¶�3UHVLGHQW��*HRUJH�
:��%XVK��WROG�3ULPH�0LQLVWHU�7D\\LS�(UGR÷DQ�QRW�WR�VWUDLQ�WKH�UHODWLRQV�ZLWK�,VUDHO��WKXV��
3ULPH�0LQLVWHU�(UGR÷DQ�VHQW�KLV�IRXU�VWDII��gPHU�dHOLN��(JHPHQ�%D÷Õú��ùDEDQ�'LúOL�DQG�
0HYO�W� dDYXúR÷OX�� WR� ,VUDHO����� $GGLWLRQ� WR� 8�6�� DGPLQLVWUDWLRQ¶V� UROH�� WKH� PHHWLQJ� RI�
5REHUW� :H[OHU�� PHPEHU� RI� WKH� 8QLWHG� 6WDWHV� +RXVH� RI� 5HSUHVHQWDWLYHV�� ZLWK� )RUHLJQ�
0LQLVWHU�*�O�ZDV�YHU\�VLJQLILFDQW�WKDW�:H[OHU�SDLG�DWWHQWLRQ�WR�$PHULFDQ�-HZLVK�OREE\¶V�
VXSSRUW�WR�7XUNH\�ZRXOG�GHFOLQH�EHFDXVH�RI�WKH�KDUVK�FULWLFLVPV�RI�WKH�$.3�JRYHUQPHQW�
DJDLQVW� ,VUDHO����� 7KLV� ZDV� IROORZHG� E\� KLJK�OHYHO� YLVLWV�� 7KH�PRVW� LPSRUWDQW� RQHV� DUH�
)RUHLJQ�0LQLVWHU�$EGXOODK�*�O¶V� WKDW�ZDV�SRVWSRQHG� IRU� D� ORQJ� WLPH�� LQ� -DQXDU\�������
DQG� 3ULPH�0LQLVWHU� 7D\\LS� (UGR÷DQ¶V� YLVLW� LQ�0D\� ������ $OVR� -XVWLFH�0LQLVWHU� &HPLO�
dLoHN� SDLG� DQ� LPSRUWDQW� V\PEROLF� YLVLW� WR� ,VUDHO� LQ�0DUFK� ����� ZKHQ� KH� DWWHQGHG� WKH�

����³,VUDLO�5DQGHYX�%HNOL\RU�´�0LOOL\HW� ���7HPPX]�������
����$\KDQ�ùLPúHN��³2OPHUW��&H]DODQGÕUÕOPDGÕP�´�&XPKXUL\HW� ���7HPPX]�������
����8÷XU�(UNDQ��³%XVK�X\DUGÕ�$.3�KH\HWL�øVUDLO¶H�JLWWL�´�+�UUL\HW� ���$÷XVWRV�������
����$\KDQ�ùLPúHN��³(UGR÷DQ¶D�,VUDLO¶H�.DUúÕ�µ<XPXúDN�2O¶�dD÷UÕVÕ�´�&XPKXUL\HW� ���+D]LUDQ�������



��

RSHQLQJ� RI� WKH� QHZ� +RORFDXVW� PXVHXP� LQ� -HUXVDOHP����� )RUHLJQ� 0LQLVWHU� *�O¶V� YLVLW�
GHILQHG� E\� REVHUYHUV� DV� D� PRYH� WR� UHSDLU� WKH� GDPDJH� GRQH� WR� WKH� UHODWLRQVKLS�����
+RZHYHU��3ULPH�0LQLVWHU�(UGR÷DQ¶V�YLVLW�ZDV� WKH�PRVW� VLJQLILFDQW� RQH�EHFDXVH�7XUNH\�
DQG� ,VUDHO� DSSHDUHG� WR� KDYH� SXW� UHODWLRQV� EDFN� RQ� WUDFN����� 7KH� PRVW� YLVLEOH�
DFFRPSOLVKPHQW�RI�WKH�WDONV�LQ�,VUDHO��3ULPH�0LQLVWHU�(UGR÷DQ�DQG�KLV�,VUDHOL�FRXQWHUSDUW�
$ULHO�6KDURQ�DJUHHG�WR�VHW�XS�D�KRWOLQH�IRU�LQVWDQW�FRPPXQLFDWLRQV�����(UGR÷DQ¶V�YLVLW�WR�
,VUDHO�ZDV� HYDOXDWHG� DV� D� SDUW� RI� D� SODQ� WR� LPSURYH�7XUNH\¶V� UHODWLRQV�ZLWK� WKH�8QLWHG�
6WDWHV�� ZKLFK� KDYH� EHHQ� HQWHUHG� LQWR� D� FULVLV� SHULRG� ZLWK� WKH� 7XUNLVK� 3DUOLDPHQW¶V�
UHMHFWLRQ�RI�WKH�SURSRVDO�WKDW�ZRXOG�DOORZ�WKH�86�OHG�FRDOLWLRQ�IRUFHV�XVH�7XUNLVK�EDVHV��
EHFDXVH�RI�,VUDHO¶V�UHODWLRQV�ZLWK�WKH�8QLWHG�6WDWHV��DQG�WKH�-HZLVK�OREE\¶V�SRZHU�LQ�WKH�
8�6��3ULPH�0LQLVWHU�(UGR÷DQ�UHVSRQGHG�WR�WKHVH�FODLPV�E\�VWUHVVLQJ�WKDW�KLV�YLVLW�WR�,VUDHO�
ZDV� QRW� GRQH� IRU� WKH� UHTXHVW� RI� RWKHUV� EXW� ZDV� GRQH� LQ� DFFRUGDQFH� ZLWK� KLVWRULFDO��
QDWLRQDO��KXPDQLWDULDQ�DQG�UHJLRQDO�QHFHVVLWLHV�����

7R�VRPH�H[WHQW�(UGR÷DQ¶V�VWDWHPHQW�PD\�EH�WUXH��7XUNH\�KDV�EHHQ�HQMR\LQJ�JUHDW�
EHQHILWV� IURP� LWV� UHODWLRQV� ZLWK� ,VUDHO�� VXFK� DV� HFRQRPLF� UHODWLRQV� WKDW� KDYH� JURZQ�
HQRUPRXVO\�� +RZHYHU�� WKH� 8QLWHG� 6WDWHV� IDFWRU� VKRXOG� QRW� EH� XQGHUHVWLPDWHG�� ,W� ZDV�
UHSRUWHG� WKDW� GXULQJ� KLV� YLVLW� WR� ,VUDHO�� (UGR÷DQ� ILUVWO\� PDGH� VHFUHW� FRQWDFWV� ZLWK� WZR�
IRUHPRVW�QDPHV�IURP�WKH�$PHULFDQ�-HZLVK�OREE\��DQG�ODWHU�KH�KHOG�D�PHHWLQJ�ZLWK�8�6��
6HQDWRU�%LOO�)ULW]��ZKLFK�ZDV�GRQH�XSRQ�WKH�UHTXHVW�RI�WKH�6HQDWRU��LQ�ZKLFK�WKH�6HQDWRU�
WROG�(UGR÷DQ�WKDW�KH�ZDV�KDSS\�IRU�(UGR÷DQ¶V�YLVLW�WR�,VUDHO��DQG�DGGHG�WKDW�7XUNH\�FRXOG�

����,QEDU��³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������
����g]FDQ�TXRWHV�IURP�8WNX�dDNÕU|]HU��³øNL�2QDUÕP�+DPOHVL�´�0LOOL\HW� ���$UDOÕN������DQG�³2QDUPD�=L\DUHWL�´�&XPKXUL\HW� ��2FDN������LQ�7�UNL\H�øVUDLO�øOLúNOHULQGH�'|Q�ú�P� �����
����³7XUNH\��,VUDHO�JR�EDFN�WR�EXVLQHVV�DIWHU�WHQVLRQ�´�7XUNLVK�'DLO\�1HZV� 0D\����������
����³7XUNH\��,VUDHO�JR�EDFN�WR�EXVLQHVV�DIWHU�WHQVLRQ�´�7XUNLVK�'DLO\�1HZV� 0D\����������
����³,VUDLO�=L\DUHWL�0HFEXUL\HWWHQ�´�0LOOL\HW� ��0D\ÕV�������



��

FRQWULEXWH�WR�SHDFH�����'LSORPDWLF�VRXUFHV�HPSKDVL]HG�WKDW�VLQFH�)ULW]�ZDV�YHU\�FORVH�WR�
WKH� 8�6�� 3UHVLGHQW� *HRUJH� %XVK�� KH� PLJKW� EH� HIIHFWLYH� IRU� GHOLYHULQJ� (UGR÷DQ¶V�
PHVVDJHV����� ,I�7XUNH\�ZDQWV�WR�WDNH�D�PRUH�DFWLYH�UROH�LQ�WKH�0LGGOH�(DVWHUQ�SROLWLFV��DV�
(UGR÷DQ�VWDWHG�GXULQJ�KLV�YLVLW�WR�WKH�8�6��DW�WKH�HQG�RI�-DQXDU\������WKDW�7XUNH\�ZLWK�LWV�
SUHGRPLQDQWO\�0XVOLP�SRSXODWLRQ�DQG�GHPRFUDWLF�DQG�VHFXODU�LGHRORJ\��UHPDLQHG�UHDG\�
DQG� FRPSHWHQW� WR� VHUYH� DQ� DFWLYH� UROH� LQ� LWV� UHJLRQ� DQG� GR� LWV� VKDUH� WR� KHOS� HVWDEOLVK� D�
KDUPRQ\�RI�FLYLOL]DWLRQV�����LW�VKRXOG�HVWDEOLVK�JRRG�WLHV�ZLWK�WKH�8QLWHG�6WDWHV��VLQFH�WKH�
8�6�KDV�EHHQ�VKDSLQJ�WKH�UHJLRQ�ZLWK�LWV�GHPRFUDWL]DWLRQ�SURMHFW���
.XUGV�LQ�1RUWKHUQ�,UDT��,VUDHO�&KRRVLQJ�.XUGV�RYHU�7XUNH\"�
� 7KH�VWUDWHJ\�RI�WKH�8QLWHG�6WDWHV�LQ�WKH�SRVW������HUD�KDV�EHHQ�WR�SUHYHQW�URXJH�RU�
IDLOHG� VWDWHV�� ZHDSRQV� RI� PDVV� GHVWUXFWLRQ�� DQG� WHUURULVP�� 7KLV� VWUDWHJ\� SURPRWHG� WKH�
FRQFHSW�RI�SUH�HPSWLYH�VWULNHV��%XVK�DGPLQLVWUDWLRQ�ZDQWHG�WR�PRELOL]H�SRZHU�WR�WKZDUW�
WKUHDWV��IRVWHU�SHDFH�DQG�EXLOG�IUHHGRP�����7KHUHIRUH��,UDT�ZDV�WKH�ILUVW�VWHS�RI�WKLV�ZLGH�
VWUDWHJ\�� ,Q� DQ� DUWLFOH� LQ�7KH�:DVKLQJWRQ�3RVW� RQ�1RYHPEHU����� ������ -DPHV�:RROVH\�
PDGH� WKH� FDVH� WKDW� ³RI� WKH� 0LGHDVW¶V� SUHGDWRU� JRYHUQPHQWV²,UDT�� ,UDQ�� 6\ULD�� DQG�
6XGDQ²,UDT� SUHVHQWV� WKH� PRVW� XUJHQW� SUREOHP´� EHFDXVH� ,UDT� KDV� EHHQ� IUHH� RI� 81�
LQVSHFWLRQV� RI� LWV� ZHDSRQV�PDNLQJ� IDFLOLWLHV� IRU� WKH� SDVW� WKUHH� \HDUV�� DQG� WKHUH� ZHUH�
SOHQW\� RI� HYLGHQFH� RI� ,UDT¶V� VXSSRUW� RI� WHUURULVW�� VXFK� DV� LWV� WUDLQLQJ� RI� RWKHU�$UDEV� DW�
6DOPDQ�3DN�LQ�KRZ�WR�KLMDFN�DLUFUDIW�ZLWK�NQLYHV�����,UDT�KDV�EHHQ�D�JUHDW�WKUHDW�WR�ERWK�

����8WNX�dDNÕU|]HU�DQG�%XUoXQ�øPLU��³)LOLVWLQOLOHU�.Õ]GÕ�´�0LOOL\HW� ��0D\ÕV�������
����8WNX�dDNÕU|]HU�DQG�%XUoXQ�øPLU��³)LOLVWLQOLOHU�.Õ]Õ�´�0LOOL\HW� �0D\ÕV�������
����<DNXS�%HULV�DQG�$VOL�*XUNDQ��³%URDGHU�0LGGOH�(DVW�,QLWLDWLYH��3HUFHSWLRQV�IURP�7XUNH\�´�786,$'�LVVXH����KWWS���ZZZ�WXVLDG�XV�FRQWHQW�XSORDGHG�785.(<�$1'�%52$'(5�0,''/(�($67�785.(<�,1�)2&86�,668(��),1$/�SGI��
����0HOY\Q�3��/HIIOHU��³�����DQG�WKH�3DVW�DQG�)XWXUH�RI�$PHULFDQ�)RUHLJQ�3ROLF\�´�,QWHUQDWLRQDO�$IIDLUV�����QR�����������������
����*HRUJH�(��*UXHQ��³7XUNH\¶V�5HJLRQDO�5ROH�LQ�WKH�$IWHUPDWK�RI�6HSWHPEHU����������´�$PHULFDQ�)RUHLJQ�3ROLF\�,QWHUHVWV�����QR��������������



��

7XUNH\�DQG�,VUDHO��+RZHYHU��7XUNH\�DQG�,VUDHO�VWRRG�RQ�WKH�RSSRVLWH�VLGHV�RYHU�WKH�ZDU�
RQ� ,UDT�� 7KH� UHDVRQV� ZK\� WKH� 7XUNLVK� SDUOLDPHQW� UHMHFWHG� WKH� SURSRVDO� ZDV�� 7XUNH\�
UHSHDWHGO\�SRLQWHG�RXW�LWV�HFRQRPLF�ORVV�IURP�WKH�ILUVW�*XOI�:DU��IRU�ZKLFK�LW�KDG�QHYHU�
EHHQ�FRPSHQVDWHG�IXOO\�E\�WKH�86��7XUNH\�IHDUHG�WKDW�D�PLOLWDU\�VWULNH�RQ�,UDT�FRXOG�OHDG�
WKH� .XUGV� WR� HVWDEOLVK� DQ� LQGHSHQGHQW� VWDWH� QH[W� GRRU�� WKH� RSSRVLWLRQ� WR� WKH� ZDU� DOVR�
VWHPPHG� IURP� WKH�VWDQFH�RI� WKH�QHZO\� IRUPHG�JRYHUQPHQW�RI� WKH�$.3�WKDW�ZDV� IDFLQJ�
JUHDW� WURXEOH�RYHU� WKH�SRVVLEOH�RSHUDWLRQ�DJDLQVW�,UDT�EHFDXVH�RI�SUHVVXUH�IURP�LWV�JUDVV�
URRWV�����

$OWKRXJK�WKH�ZDU�RQ�,UDT�GLG�QRW�FUHDWH�WHQVLRQV�EHWZHHQ�7XUNH\�DQG�,VUDHO�� WKH�
IXWXUH�RI�WKH�,UDT�DQG�.XUGV�LQ�1RUWKHUQ�,UDT�KDV�FUHDWHG�WHQVLRQV�LQ�WKH�7XUNLVK�,VUDHOL�
DOLJQPHQW�� ,URQLFDOO\�� WKH�VDPH�IHDUV�RI�.XUGLVK� VHSDUDWLVP�WKDW�PRWLYDWHG� WKH�7XUNLVK�
,VUDHOL�UDSSURFKHPHQW�LQ�WKH�����V�FRQWULEXWHG�WR�WKH�JUHDWHVW�WKUHDW�WR�ELODWHUDO�UHODWLRQV�
WKDW� WKH� FRXQWULHV� KDYH� H[SHULHQFHG� \HW�� ���� 6H\PRXU� +HUVK¶V� FODLPV� WKDW� ,VUDHO� ZDV�
VHFUHWO\� WUDLQLQJ�.XUGV� LQ�1RUWKHUQ� ,UDT� DQG�QHZV� WKDW� -HZLVK�.XUGV�ZKR�DUH� OLYLQJ� LQ�
,VUDHO�� ZHUH� EX\LQJ� UHDO�HVWDWH� LQ� 1RUWKHUQ� ,UDT� KDYH� UDLVHG� JUHDW� FRQFHUQV� LQ� 7XUNH\��
VLQFH� WKH� JUHDWHVW� SUREOHP� 7XUNH\� KDV� IDFHG� IRU� PDQ\� \HDUV� DV� ERWK� DQ� LQWHUQDO� DQG�
H[WHUQDO� SUREOHP�ZDV� WKH� HVWDEOLVKPHQW�RI� D�.XUGLVK� VWDWH� LQ�1RUWKHUQ� ,UDT� WKDW�ZRXOG�
KDYH�WULJJHUHG�VHSDUDWLVW�PRYHPHQWV�LQ�7XUNH\�WRR���
� 6H\PRXU�+HUVK�LQ�KLV�DUWLFOH��3ODQ�%��SXEOLVKHG�LQ�7KH�1HZ�<RUNHU�PDJD]LQH�LQ�
-XQH������FODLPV�WKDW��

����$\OLQ�*XQH\��³$Q�$QDWRP\�RI�WKH�7UDQVIRUPDWLRQ�RI�WKH�86�7XUNLVK�$OOLDQFH��)URP�³&ROG�:DU³�WR�³:DU�RQ�,UDT´�´�7XUNLVK�6WXGLHV����QR����6HSWHPEHU�������������
����5DFKHO�%UDQGHQEXUJ��³1R�/RQJHU�1HZO\:HGV��7KH�(YROXWLRQ�RI�7XUNLVK�)RUHLJQ�3ROLF\�7RZDUG�,VUDHO�´�7XUNLVK�3ROLF\�4XDUWHUO\����QR����:LQWHU��������SDU����



��

,VUDHOL�LQWHOOLJHQFH�DQG�PLOLWDU\�RSHUDWLYHV�DUH�QRZ�TXLHWO\�DW�ZRUN�LQ�.XUGLVWDQ��
SURYLGLQJ� WUDLQLQJ� IRU� .XUGLVK� FRPPDQGR� XQLWV� DQG��PRVW� LPSRUWDQW� LQ� ,VUDHO¶V�
YLHZ�� UXQQLQJ� FRYHUW� RSHUDWLRQV� LQVLGH� .XUGLVK� DUHDV� RI� ,UDQ� DQG� 6\ULD�� 7KH�
IRUPHU�,VUDHOL�LQWHOOLJHQFH�RIILFHU�DFNQRZOHGJHG�WKDW�VLQFH�ODWH�ODVW�\HDU�,VUDHO�KDV�
EHHQ� WUDLQLQJ�.XUGLVK� FRPPDQGR�XQLWV� WR�RSHUDWH� LQ� WKH� VDPH�PDQQHU� DQG�ZLWK�
WKH� VDPH� HIIHFWLYHQHVV� DV� ,VUDHO¶V� PRVW� VHFUHWLYH� FRPPDQGR� XQLWV�� WKH�
0LVWDUDYLP�����
$OVR� VRPH� RI� WKH� .XUGLVK� -HZV� ZHUH� EX\LQJ� ODQG� DQG� RWKHU� LQWDQJLEOHV� DQG�

LQYHVWLQJ� LQ�1RUWKHUQ� ,UDT�����)RUHLJQ�0LQLVWHU�*�O�VWUHVVHG�WKDW� WKH�QHZV�UHJDUGLQJ�WKH�
WUDLQLQJ�RI�.XUGLVK�FRPPDQGR�XQLWV�DQG�EX\LQJ�RI�ODQG�LQ�1RUWKHUQ�,UDT�ZHUH�GHQLHG�E\�
,VUDHO��DQG�7XUNH\�KDG�WR�EHOLHYH�ZKDW�KDG�EHHQ�WROG�E\�,VUDHOLV����� 0DQ\�REVHUYHUV�KDYH�
UDLVHG� WKH� TXHVWLRQ� ZKHWKHU� ,VUDHO� FKRRVLQJ� .XUGV� RYHU� 7XUNH\"� )LUVW� RI� DOO�� LW� LV�
LPSRUWDQW�WR�HYDOXDWH�WKH�VWUDWHJLF�YDOXH�RI�.XUGV�WR�,VUDHO��,VUDHO�KDG�DOVR�DVVLVWHG�,UDT¶V�
.XUGV�WR�DGYDQFH�LWV�RZQ�LQWHUHVWV��IRU�H[DPSOH��LQ�WKH�ODWH�����V��,VUDHO��ZLWK�,UDQLDQ�FR�
RSHUDWLRQ�� SURYLGHG� WKHP� ZLWK� VXEVWDQWLDO� DVVLVWDQFH� LQ� WKHLU� FDPSDLJQ� DJDLQVW�
%DJKGDG�����

1RZ� LQ� WKH� ��VW� FHQWXU\�� ,VUDHO� FRXOG� XVH� .XUGV�� WKH� .XUGV� ZRXOG� EH� DV� DQ�
LQGLVSHQVDEOH� DOO\� SDUWLFXODUO\� DJDLQVW� WKH� 6KL¶D�PLOLWLDV� LQ� WKH� VRXWK�ZLWK� WKHLU� ,UDQLDQ�
VXSSRUW��,VUDHO�FRXOG�HPSOR\�.XUGLVK�FRPPDQGR�WR�LQILOWUDWH�,UDQ�DQG�SURYLGH�LPSRUWDQW�
LQWHOOLJHQFH� E\� PRQLWRULQJ� QXFOHDU� IDFLOLWLHV�� WKH� .XUGV� FRXOG� DOVR� PDNH� WURXEOH� IRU�
����6H\PRXU�+HUVK��³3ODQ�%��$V�-XQH���WK�$SSURDFKHV��,VUDHO�ORRNV�WR�WKH�.XUGV�´�7KH�1HZ�<RUNHU� -XQH�����������KWWS���ZZZ�QHZ\RUNHU�FRP�SULQWDEOH�"IDFW�������IDBIDFW��
����0XVWDID�.LEDUR÷OX��³&ODVK�RI�,QWHUHVW�2YHU�1RUWKHUQ�,UDT�GULYHV�7XUNLVK�,VUDHOL�$OOLDQFH�WR�D�&URVVURDGV�´�7KH�0LGGOH�(DVW�-RXUQDO� ����QR����6SULQJ��������SDU����
����³'X\XPODU�9DU�$PD�,VUDO¶H�*�YHQPHPL]�*HUHNLU�´�+�UUL\HW� ���+D]LUDQ�������
����%ULDQ�0DKHU��³,VUDHO¶V�6KLIWLQJ�*HRSROLWLFDO�6HFXULW\�&RQFHUQV�7KUHDWHQ�LWV�5HODWLRQVKLS�ZLWK�7XUNH\�´�3,15�3RZHU�DQG�,QWHUHVW�1HZV�5HSRUW� 6HSWHPEHU����������KWWS���ZZZ�SLQU�FRP�UHSRUW�SKS"DF YLHZBUHSRUWBLG ���	ODQJXDJHBLG ���



��

6\ULD����� $�IRUPHU�,VUDHOL�LQWHOOLJHQFH�RIILFHU�VD\V�³ZH�ORYH�7XUNH\�EXW�KDYH�JRW�WR�NHHS�
WKH�SUHVVXUH�RQ�,UDQ«�WKH�.XUGV�ZHUH�WKH�ODVW�VXUYLYLQJ�JURXS�FORVH�WR�WKH�8QLWHG�6WDWHV�
ZLWK�DQ\�VD\�LQ�,UDT��7KH�RQO\�TXHVWLRQ�ZDV�KRZ�WR�VTXDUH�LW�ZLWK�7XUNH\�´����+RZHYHU��LW�
FDQ� EH� DUJXHG�ZKHWKHU� ,VUDHO�ZRXOG�EH�ZLOOLQJ� WR� VDFULILFH� LWV� VWUDWHJLF� DOLJQPHQW�ZLWK�
7XUNH\�� ,VUDHO� ZRXOG� IDYRU� DQ� LQGHSHQGHQW� .XUGLVK� VWDWH�� +RZHYHU�� WKH� VLWXDWLRQ� RI� D�
.XUGLVK�VWDWH�ZRXOG�EH�ULVN\�SUREOHPDWLF�VLQFH�QRQH�RI�LWV�QHLJKERUV²6\ULD��7XUNH\�DQG�
,UDQ²ZRXOG�EH�ZLOOLQJ� WR� DFFHSW� DQ� LQGHSHQGHQW�.XUGLVK� VWDWH� LQ�1RUWKHUQ� ,UDT��7KXV��
WKH� VWDELOLW\� RI� VXFK� DQ� DOO\� ZRXOG� EH� TXHVWLRQDEOH�� 0RUHRYHU�� IDYRULQJ� D� .XUGLVK�
LQGHSHQGHQW� HQWLW\� GRHV� QRW� IXOILOO� ,VUDHO¶V� VWUDWHJLF� LQWHUHVWV� EHFDXVH� VWUDWHJLFDOO\�� WKH�
EUHDN�XS� RI� ,UDT� GRHV� QRW� VHUYH� ,VUDHO¶V� LQWHUHVWV�� D� UHODWLYHO\� VWURQJ� ,UDT� WKDW� ZRXOG�
FRXQWHUEDODQFH� ,UDQ¶V� VWUDWHJLF�SUHSRQGHUDQFH� LQ� WKH�*XOI� DUHD�GRHV����� )LQDOO\�� EHVLGHV�
VWURQJ� HFRQRPLF� DQG�PLOLWDU\� FR�RSHUDWLRQV�ZLWK� 7XUNH\�� LQ� WKH� ODVW� \HDUV��7XUNH\� KDV�
EHHQ�WU\LQJ�WR�HVWDEOLVK�JRRG�UHODWLRQV�ZLWK�LWV�DOO�QHLJKERUV��DQG�WU\LQJ�LWV�EHVW�HIIRUW�WR�
PHGLDWH�EHWZHHQ�$UDEV�DQG�,VUDHOLV�WKDW�,VUDHO�VKRXOG�QRW�ULVN�ORVLQJ���
+DPDV�9LVLW�WR�$QNDUD�

+DPDV�YLVLW�WR�7XUNH\�LQ�)HEUXDU\������KDV�FUHDWHG�WHQVLRQV�EHWZHHQ�7XUNH\�DQG�
,VUDHO��(UGR÷DQ�KDV�DUWLFXODWHG�7XUNH\¶V�GHVLUH�WR�EULQJ�WKH�SULQFLSDO�DFWRUV�RI�WKH�UHJLRQ�
WRJHWKHU�WR�WUDQVIRUP�WKH�0LGGOH�(DVW�LQ�WKH�VDPH�ZD\�WKDW�WKH�8�6��LQYROYHPHQW�KHOSHG��
WUDQVIRUP� (XURSH� IURP� µD� KRWEHG� RI� FRQWLQHQWDO� DQG� ZRUOG� ZDUV� LQWR� D� JHRJUDSK\� RI�

����0DKHU��³,VUDHO¶V�6KLIWLQJ�*HRSROLWLFDO�6HFXULW\�&RQFHUQV�7KUHDWHQV�LWV�5HODWLRQVKLS�ZLWK�7XUNH\�´�
����.LEDUR÷OX�TXRWHV�IURP�6H\PRXU�+HUVK��&KDLQ�RI�&RPPDQG��WKH�5RDG�IURP������WR�$EX�*KDULE��+DUSHU�&ROOLQV�3XEOLVKHUV��1HZ�<RUN��������SS���������LQ�³&ODVK�RI�,QWHUHVW�2YHU�1RUWKHUQ�,UDT�GULYHV�7XUNLVK�,VUDHOL�$OOLDQFH�WR�D�&URVVURDGV�´�SDU�����
����,QEDU��³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������
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SHDFH¶����� 7KXV�� +DPDV� YLVLW� WR� 7XUNH\� FDQ� EH� HYDOXDWHG� ZLWKLQ� WKLV� FRQWH[W�� $V�
PHQWLRQHG� DERYH�� 7XUNH\� KDV� EHHQ� ZLOOLQJ� WR� WDNH� D� PRUH� DFWLYH� SDUW� LQ� WKH� 0LGGOH�
(DVWHUQ�SROLWLFV�LQ�WKH���VW�FHQWXU\�DQG��LQ�WKLV�VHQVH��LW�KDV�EHHQ�WU\LQJ�WR�HVWDEOLVK�JRRG�
UHODWLRQV�ZLWK�DOO�RI�LWV�QHLJKERUV��0RUHRYHU��WKH�3DOHVWLQLDQ�HOHFWLRQV��ZKLFK�UHVXOWHG�LQ�D�
UDGLFDO� +DPDV�OHG� JRYHUQPHQW� KDYH� EHHQ� VHHQ� LQ� 7XUNLVK� SROLF\� FLUFOHV� DV� D� XQLTXH�
RSSRUWXQLW\� IRU� 7XUNH\����� 2Q� )HEUXDU\� ���� ������ ,VUDHOL� )RUHLJQ�0LQLVWHU� 7]LSL� /LYQL�
FDOOHG�)RUHLJQ�0LQLVWHU�*�O�XSRQ�WKH�QHZV�WKDW�QHZO\�HOHFWHG�+DPDV�JRYHUQPHQW�ZRXOG�
SD\� D� YLVLW� WR� 7XUNH\�� DQG� UHTXHVWHG� RIILFLDO� H[SODQDWLRQ� IURP� $QNDUD�� ZKLFK� ZDV�
UHVSRQGHG� E\� )RUHLJQ� 0LQLVWHU� *�O� WKDW� WKHUH� ZDV� QR� LQYLWDWLRQ� PDGH� WR� +DPDV�� DQG�
IXUWKHUPRUH�*�O�DVVXUHG�QRW�WR�KROG�D�PHHWLQJ�����

+RZHYHU�� +DPDV� SDLG� D� YLVLW� WR� 7XUNH\� WKDW� UDLVHG� FULWLFLVPV� IURP� ,VUDHO� WR�
7XUNH\��)RU�H[DPSOH��6HQLRU�$GYLVRU� WR�,VUDHOL�3ULPH�0LQLVWHU�5D¶DQDQ�*LVVLQ�PDGH�DQ�
H[SODQDWLRQ�WR�179�VWDWHG�WKDW�E\�DFFHSWLQJ�+DPDV�$QNDUD�KDV�KDUPHG�LWV�UHODWLRQV�ZLWK�
7HO� $YLY�� PRUHRYHU�� *LVVLQ� VWUHVVHG� KLV� UHDFWLRQ� E\� DVNLQJ� KRZ� ZRXOG� 7XUNLVK� SULPH�
PLQLVWHU�IHHO�LI� ,VUDHO�ZRXOG�LQYLWH�$EGXOODK�gFDODQ�WR�,VUDHO�����3ULPH0LQLVWHU�(UGR÷DQ�
KDV�VXEVHTXHQWO\�VDLG�WKDW�+DPDV�OHDGHUV�ZHUH�JLYHQ�WKH�³ULJKW�PHVVDJH�DW�WKH�ULJKW�WLPH´�
LQ� $QNDUD� WR� UHQRXQFH� YLROHQFH� DQG� UHFRJQL]H� ,VUDHO¶V� ULJKWV� WR� H[LVW� DQG� GLVPLVVHG�
FULWLFLVP�IRU�PHHWLQJ�ZLWK�D�JURXS�WKDW�LV�ODEHOHG�DV�D�WHUURULVW�RUJDQL]DWLRQ�E\�ERWK�,VUDHO�
DQG� WKH� 8QLWHG� 6WDWHV�� VD\LQJ� 7XUNH\�� D� FRXQWU\� ZLWK� D� KLVWRULF� UHVSRQVLELOLW\� LQ� WKH�

����:DONHU�TXRWHV�IURP�$OZLQ�3RZHOO��³(UGR÷DQ�&DOOV�IRU�&R�RSHUDWLRQ�´�+DUYDUG�*D]HWH� ��)HEUXDU\�������ZZZ�QHZV�KDUYDUG�HGX�JD]HWWH���������������WXUNH\�KWPO LQ�³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�����
����:DONHU��³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�����
����8WNX�dDNÕU|]HU��³,VUDLO�+DPDV¶OD�*|U�úPH\LQ�'HGL�´�0LOOL\HW����ùXEDW�������KWWS���ZZZ�PLOOL\HW�FRP������������VL\DVHW�DVL\�KWPO��
����³,VUDLO��gFDODQ¶Õ�.DEXO�(WVH�1H�2OXU"´�0LOOL\HW� ���ùXEDW�������
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0LGGOH�(DVW��FRXOG�QRW�UHPDLQ�D�E\�VWDQGHU�WR�WKH�FRQIOLFW�����$IWHU�(UGR÷DQ¶V�VWDWHPHQWV��
'HSXW\�3ULPH�0LQLVWHU�2OPHUW�FDOOHG�(UGR÷DQ�DQG�HPSKDVL]HG�WKDW�³,VUDHO�FDUHV�DERXW�LWV�
UHODWLRQV�ZLWK�7XUNH\��DQG�ORRNV�IRUZDUG�WR�HYHQ�GHYHORS�WKHLU�UHODWLRQV´�����7XUNH\�DQG�
,VUDHO�RYHUFDPH�WKLV�FULVLV�VRRQHVW��)RUHLJQ�0LQLVWHU�7]LSL�/LYQL�SDLG�D�YLVLW�WR�7XUNH\�LQ�
0D\�������ZKLFK�ZDV�WKH�ILUVW�WLPH�WKDW�7XUNLVK�DQG�,VUDHOL�PLQLVWHUV�PHHW�VLQFH�D�EULHI�
ULIW� EHWZHHQ� ,VUDHO� DQG� 7XUNH\� VSDUNHG� E\� $QNDUD¶V� KRVWLQJ� RI� .KDOHG� 0HVKDDO�� WKH�
H[LOHG�OHDGHU�RI�+DPDV��ZKHUH�VKH�PHW�ZLWK�3UHVLGHQ�6H]HU��3ULPH�0LQLVWHU�(UGR÷DQ�DQG�
)RUHLJQ�0LQLVWHU�*�O�����/LYQL¶V�YLVLW�ZDV�IROORZHG�E\�7XUNLVK�3UHVLGHQW�6H]HU¶V�YLVLW�WR�
,VUDHO�LQ�-XQH������DQG�,VUDHOL�3ULPH�0LQLVWHU�2OPHUW¶V�YLVLW�WR�7XUNH\�LQ�)HEUXDU\�������
� $OWKRXJK� VLJQLILFDQW� GHYHORSPHQWV� LQ� WKH� ��VW� FHQWXU\� KDYH� SXW� VWUDLQ� RQ�
GLSORPDWLF� UHODWLRQV�� WKH� 7XUNLVK�,VUDHOL� DOLJQPHQW� KDV� VKRZQ� WKDW� WKH� UHODWLRQVKLS�
EHWZHHQ�WKH�WZR�FRXQWULHV�LV�VR�VWURQJ�WKDW�WKH\�GLG�QRW�OHW�GLSORPDWLF�WHQVLRQV�WR�KDUP�LW��
%RWK� SDUWLHV� VXFFHVVIXOO\� KDYH� RYHUFRPH� WKHLU� ELODWHUDO� SUREOHPV�� 7KH� PLOLWDU\� FR�
RSHUDWLRQ�DQG�HFRQRPLF�UHODWLRQV�KDYH�FRQWLQXHG�WR�HYROYH�VLQFH�WKH�YLFWRU\�RI�WKH�$.3�
JRYHUQPHQW���
� )LUVW�RI�DOO�LW� LV�LPSRUWDQW�WR�QRWH�WKDW�ULJKW�DIWHU�LWV�YLFWRU\�WKH�$.3�JRYHUQPHQW�
GLG�QRW�FDQFHO� WKH� WDQN�GHDO� WKDW�ZDV�VLJQHG�LQ�0DUFK��������ZKHQ�7XUNH\�KDG�FKRVHQ�
,VUDHO¶V�VWDWH�RZQHG�,VUDHOL�0LOLWDU\�,QGXVWULHV��,0,��WR�PRGHUQL]H�����8�6��PDGH�0����
WDQNV�� ���� 0RUHRYHU�� LQ� $SULO� ����� 7XUNH\� VHOHFWHG� DQ� ,VUDHOL� FRQVRUWLXP� WR� SURYLGH�
+HURQ�8$9V�� D� SURMHFW� HVWLPDWHG� WR� EH�ZRUWK�86������PLOOLRQ�� DQG� QHJRWLDWLRQV� KDYH�

����:DONHU�TXRWHV�IURP�³(UGR÷DQ��1R�5HWUHDW�´�7XUNLVK�'DLO\�1HZV� ���)HEUXDU\������LQ�³7XUNH\�DQG�,VUDHO¶V�5HODWLRQVKLS�LQ�WKH�0LGGOH�(DVW�´�����
����³2OPHUW��6L]H�øWLPDGÕPÕ]�7DP�´�0LOOL\HW� ���ùXEDW�������
����$OXI�%HQQ��TXRWHV�IURP�+D¶D�UHW]�'DLO\� 0D\����������LQ³�/LYQL�$UULYHV�LQ�7XUNH\�IRU�ILUVW�WDONV�VLQFH�+DPDV�/HDGHU¶V�´�7XUNLVK�,VUDHOL� 0D\�����������KWWS���WXUNLVKLVUDHOL�FRP�HQ�PRGXOHV�QHZV�DUWLFOH�SKS"VWRU\LG ����
����*UXHQ��³5HFHQW�'HYHORSPHQWV�LQ�7XUNLVK�,VUDHOL�5HODWLRQV�´������



��

WDNHQ�SODFH�RYHU�WKH�UHWURILWWLQJ�RI�DQ�DGGLWLRQDO����)���3KDQWRPV��D�GHDO�ZRUWK�86������
PLOOLRQ����� ,VUDHOL�&KLHI�RI�6WDII�'DQ�+DOXW]�SDLG�D�YLVLW�WR�$QNDUD�LQ�'HFHPEHU������DQG�
,')� DJUHHG� WR� VXSSO\� 7XUNH\� ZLWK� KLJK�WHFK� VXUYHLOODQFH� HTXLSPHQW� WR� KHOS� SURWHFW�
7XUNH\¶V� ,UDTL� ERUGHU����� $GGLWLRQDOO\�� WKH�PLOLWDULHV� RI� WKH� WZR� FRXQWULHV� FRQWLQXHG� WR�
SUDFWLFH�WKHLU�MRLQW�H[HUFLVHV��)RU�H[DPSOH��LQ������7XUNH\��,VUDHO��DQG�WKH�8QLWHG�6WDWHV�
SDUWLFLSDWHG� LQ� WKH� ILIWK� DQQXDO� VHDUFK�DQG�UHVFXH� H[HUFLVHV�� 5HOLDQW�0HUPDLG�9�� LQ� WKH�
HDVWHUQ�0HGLWHUUDQHDQ��+RZHYHU��WKLV�H[HUFLVHG�GLIIHUHG�IURP�WKH�HDUOLHU�RQHV�EHFDXVH�RI�
LWV�JUHDWHU�HPSKDVLV�RQ�VHFXULW\�DJDLQVW�SRWHQWLDO�WHUURULVW�WKUHDWV�����

7KH�PLOLWDU\�FR�RSHUDWLRQ�EHWZHHQ�WKH�WZR�FRXQWULHV�KDV�HYHQ�PRUH�VWUHQJWKHQHG�
ZLWK� WKH�YLVLWV�RI�KLJK�UDQNLQJ�RIILFHUV�� � � ,Q������ WKH�7XUNLVK�PLOLWDU\¶V�&KLHI�RI�6WDII��
*HQHUDO� +LOPL� g]N|N�� YLVLWHG� ,VUDHO�� WKH� ILUVW� VHQLRU� 7XUNLVK� RIILFLDO� YLVLW� VLQFH� WKH�
1RYHPEHU�HOHFWLRQV�DQG�WKH�ILUVW�E\�D�7XUNLVK�FKLHI�RI�VWDII�VLQFH������WKDW�ZDV�UHVXOWHG�
LQ� VHYHUDO� DJUHHPHQWV�� WZR� QDWLRQ¶V� PLOLWDULHV�ZRXOG� DXJPHQW� WKHLU� DQQXDO� DLU� DQG� VHD�
H[HUFLVHV����� 7KH�KLJK�UDQNLQJ�YLVLWV�FRQWLQXHG�DV��7XUNLVK�$LU�)RUFH�FRPPDQGHU�)DUXN�
&RPHUW�YLVLWHG�,VUDHO�LQ�DQ�µXQSXEOLFL]HG¶�WKUHH�GD\�WULS�LQ�'HFHPEHU�������&RPPDQGHU�
RI�WKH�7XUNLVK�1DYDO�)RUFHV��$GP��<HQHU�.DUDKDQRJOX��WUDYHOHG�WR�,VUDHO�LQ�'HFHPEHU�
-DQXDU\� ������ ,VUDHOL�&KLHI� RI� 6WDII�'DQ�+DOXW]� YLVLWHG�$QNDUD�ZKHUH� KH�PHW�ZLWK� WKH�
7XUNLVK�&KLHI� RI� 6WDII�*HQ��+LOPL�g]N|N� WKDW� UHVXOWHG�ZLWK� DQ� DJUHHPHQW�� WR� FRQWLQXH�
MRLQW�PLOLWDU\�H[HUFLVHV�DQG�VKDUH�LQWHOOLJHQFH�VDWHOOLWHV�����

(FRQRPLF� UHODWLRQV� EHWZHHQ� 7XUNH\� DQG� ,VUDHO� KDYH� DOVR� FRQWLQXHG� WR� HYROYH�

����,QEDU��³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´����������
����³,VUDHOL�30�2OPHUW�WR�7UDYHO�WR�7XUNH\�RQ�:HGQHVGD\��%LODWHUDO�(FRQRPLF�DQG�6HFXULW\�7LHV��DQG�0LGHDVW�3HDFH�3URFHVV�WR�EH�'LVFXVVHG�E\�/HDGHUV�RI�WKH�5HJLRQ¶V�7RS�0RGHUDWH�'HPRFUDWLF�1DWLRQV�´�7KH�,VUDHOL�3URMHFW� )HEUXDU\�����������KWWS���ZZZ�WKHLVUDHOLSURMHFW�RUJ��
����*UXHQ��³7XUNH\¶V�3ROLWLFDO�(DUWKTXDNH�´�����
����.HLWK�:HLVVPDQ��³([SDQGLQJ�5HODWLRQV�´�$,3$&� 6HSWHPEHU���������ZZZ�DLSDF�RUJ��
����³,VUDHOL�30�2OPHUW�WR�7UDYHO�WR�7XUNH\�RQ�:HGQHVGD\�´�KWWS���ZZZ�WKHLVUDHOLSURMHFW�RUJ��



��

VLQFH� WKH�YLFWRU\�RI� WKH�$.3�JRYHUQPHQW��7KH�YROH�RI� WUDGH�KDV� LQFUHDVHG� HQRUPRXVO\�
ZLWK� WKH� HQG� RI� ����� �VHH� 7DEOH� ���� $V� RI� ������ ,VUDHO� EHFDPH� 7XUNH\¶V� ODUJHVW� WUDGH�
SDUWQHU�LQ�WKH�0LGGOH�(DVW����� 7KH�$.3�JRYHUQPHQW�DOVR�VXFFHVVIXOO\�FRQFOXGH�D�ZDWHU�
GHDO� LQ� -DQXDU\� ������ DFFRUGLQJ� WR�ZKLFK� ���PLOOLRQ� FXELF�PHWHUV�ZDWHU� D� \HDU� IRU� ���
\HDUV�DUH�WR�EH�VKLSSHG�LQ�JLDQW�WDQNHUV�DFURVV�WKH�HDVWHUQ�0HGLWHUUDQHDQ�DQG�LQWR�,VUDHOL�
SRUW�����

7$%/(���
� 785.,6+�,65$(/,�%,/$7(5$/�75$'(�����������

<HDUV� øPSRUW� ([SRUW� %DODQFH� 9ROXPH�
����� ������� ������� ������� �������������� ��������� ������� ������� �������������� ��������� ������� ������� ���������
����� ��������� ������� ������� ���������

6RXUFH��,VUDLO�hONH�%�OWHQL�0DUW�������,VUDHO�&RXQWU\�%XOOHWLQ�0DUFK��������'(,.�
�
+RZHYHU�� WKH� GHDO�ZDV� VXVSHQGHG� LQ� ����� WKDW� WKH� GHDO�ZDV� QRW� IHDVLEOH� EXW� KRSHG� WR�
UHYLYH� LW� LQ� WKH� QHDU� IXWXUH����� %XW�� 7XUNH\� DQG� ,VUDHO� GLVFXVVHG� WKH� FRQVWUXFWLRQ� RI� D�
PXOWL�SLSHOLQH�SURMHFW��:LWK�UHIHUHQFH�WR�WKH�UHVXOWV�RI�WKH�7XUNH\�,VUDHO�HQHUJ\�ZRUNLQJ�
JURXS� ZKLFK� ZHUH� KHOG� RQ� ��WK� 2FWREHU�� ����� LQ� $QNDUD� DQG� RQ� ��WK�0DUFK�� ����� LQ�
-HUXVDOHP�� WKH� SDUWLHV� UHLWHUDWHG� WKHLU� MRLQW� GHWHUPLQDWLRQ� WR� EXLOG� DQ� HQHUJ\� FRUULGRU�
EHWZHHQ�7XUNH\�DQG�,VUDHO�ZKLFK�ZRXOG�EH�FRPSRVHG�RI�SLSHOLQHV�IRU�FUXGH�RLO��QDWXUDO�
JDV�� IUHVK� ZDWHU� DV� ZHOO� DV� HOHFWULFLW\� OLQHV����� 7XUNH\� DQG� ,VUDHO� DOVR� FR�RSHUDWHG� LQ�
HQHUJ\� VHFWRU� WRR�� 2Q�0D\� ���� WKH� =RUOX�*URXS�� D� 7XUNLVK� &RPSDQ\�� VLJQHG� DQ� �����
����/DOH�6DUÕLEUDKLPR÷OX��³'HVSLWH�8SV�DQG�'RZQV��7XUNLVK�,VUDHOL�7LHV�6WLOO�6WUHJWKHQLQJ�´�7RGD\¶V�=DPDQ� )HEUXDU\�����������KWWS���ZZZ�WRGD\V]DPDQ�FRP�W]�ZHE�\D]DU'HWD\�GR"KDEHUQR ��������
����,QEDU��³7KH�5HVLOLHQFH�RI�,VUDHOL�7XUNLVK�5HODWLRQV�´������
����³,VUDHO��7XUNH\�SXW�/DQGPDUN�:DWHU�$JUHHPHQW�LQWR�'HHS�)UH]H�´�7XUNLVK�'DLO\�1HZV� $SULO����������KWWS���ZZZ�WXUNLVKGDLO\QHZV�FRP�WU�DUWLFOH�SKS"HQHZVLG �������
����³7XUNLVK�,VUDHOL�0XOWL�3LSHOLQH�$JUHHPHQW�WR�EH�'UDIWHG�´�,05$� 'HFHPEHU�����������KWWS���ZZZ�LPUD�RUJ�LO�VWRU\�SKS�"LG �������



��

PLOOLRQ�FRQWUDFW�ZLWK�,VUDHO�WR�EXLOG�DQG�PDQDJH�WKUHH�HQHUJ\�SODQWV�����7XUNH\��,VUDHO�DQG�
3DOHVWLDQ� DOVR� FR�RSHUDWHV� XQGHU� $QNDUD� )RUXP� WKDW� KDV� WKH� LQWHQWLRQ� WR� JDWKHU�
3DOHVWLQLDQV� DQG� � ,VUDHOLV� WRJHWKHU� WKDW� HFRQRPLF� FR�RSHUDWLRQ� EHWZHHQ� WKH� WZR� SDUWLHV�
ZRXOG� KRSHIXOO\� EULQJ� SHDFH� WR� WKH� UHJLRQ��7KH� ILUVW� IRUXP�ZDV� KHOG� LQ� ����� DQG� IRXU�
DGGLWLRQDO�PHHWLQJV�KDYH�DOVR�EHHQ�KHOG�VLQFH�WKHQ�LQ�7HO�$YLY�DQG�$QNDUD�WKDW�LQFOXGHV�
SDUWLFLSDQWV� IURP� SULYDWH� VHFWRU� UHSUHVHQWDWLYHV� IURP� WKH� 8QLRQ� RI� &KDPEHUV� DQG�
&RPPRGLW\� ([FKDQJHV� RI� 7XUNH\�� WKH� 0DQXIDFWXUHUV� $VVRFLDWLRQ� RI� ,VUDHO� DQG� WKH�
)HGHUDWLRQ�RI�3DOHVWLQLDQ�&KDPEHUV�RI�&RPPHUFH��,QGXVWU\�DQG�$JULFXOWXUH�����

����+D]ED\�´�3ROLWLFDO�7URXEOHV�EHWZHHQ�7XUNH\�DQG�,VUDHO"´�KWWS���ZZZ�ZDVKLQJWRQLQVWLWXWH�RUJ�WHPSODWH&���SKS"&,' ������
����³,VUDHOL�30�2OPHUW�WR�7XUNH\�WR�7UDYHO�RQ�:HGQHVGD\�´�KWWS���ZZZ�WKHLVUDHOLSURMHFW�RUJ��



��

&RQFOXVLRQ�
� 7KH� LQWHUQDWLRQDO� HQYLURQPHQW� WKDW� KDV� FKDQJHG�ZLWK� WKH� HQG� RI� WKH� &ROG�:DU��
WRJHWKHU� ZLWK� UHJLRQDO� GHYHORSPHQWV� DQG� GRPHVWLF� SROLWLFDO� HQYLURQPHQW� KDV� DOWHUHG�
7XUNH\¶V� IRUHLJQ� SROLF\�PDNLQJ� SULQFLSOHV� ZKLFK� UHVXOWHG� LQ� D� PRUH� DFWLYH� 7XUNH\� LQ�
PXOWL�UHJLRQV�� ,Q� WKLV� UHVSHFW�� WKH�0LGGOH�(DVW�KDV�EHHQ� WKH�PDLQ� UHJLRQ�ZKHUH�7XUNLVK�
IRUHLJQ� SROLF\� KDV� EHHQ� YHU\� DFWLYH� LQ� WKH� ����V�� 7KH� UHJLRQDO� GHYHORSPHQWV� QRW� RQO\�
HQKDQFHG�7XUNH\¶V� VWUDWHJLF� LPSRUWDQFH� LQ� WKH� H\HV� RI� WKH�:HVW�� HVSHFLDOO\� WKH�8QLWHG�
6WDWHV��EXW�DOVR�HQDEOHG�7XUNH\�WR�GHYHORS�FORVHU�UHODWLRQV�ZLWK�,VUDHO�FRPSDUHG�WR�&ROG�
:DU� HUD�� VLQFH� ERWK� SDUWLHV� KDV� VKDUHG� FRPPRQ� VWUDWHJLF� FRQFHUQV�� 7KH� *XOI� :DU�
IROORZHG� E\� WKH� 2VOR� SHDFH� SURFHVV� UHPRYHG� WKH� JUHDWHVW� REVWDFOHV� IRU� DQ� RSHQ�
UHODWLRQVKLS�ZLWK� ,VUDHO�VLQFH�7XUNH\�DQG� ,VUDHO�VWUHQJWKHQHG� WKHLU�SRVLWLRQ�YLV�j�YLV� WKH�
$UDE�VWDWHV�WKDW�ORVW�WKH�EDFNLQJ�RI�D�VXSHUSRZHU��EHLQJ�IUDJPHQWHG�ZLWK�WKH�*XOI�&ULVLV��
DQG� QR� ORQJHU� KHOG� SROLWLFDO� DQG� HFRQRPLF�ZHDSRQV� WR� SUHVVXUH� 7XUNH\� LQ� LWV� UHODWLRQV�
ZLWK�,VUDHO���
� $GGLWLRQDOO\��DOO�WKHVH�FKDQJHV�RFFXUUHG�GXULQJ�D�WLPH�ZKHQ�WKH�7XUNLVK�PLOLWDU\�
LQFUHDVHG� LWV� LQIOXHQFH� LQ� IRUHLJQ�SROLF\�PDNLQJ�SURFHVV��7KH�7XUNLVK�PLOLWDU\�EHOLHYHG�
WKDW�DW�WKDW�WLPH�7XUNH\¶V�LQWHUQDO�DQG�H[WHUQDO�SUREOHPV�EHFDPH�LQWHUWZLQHG�DQG�WRXFKHG�
RQ� WKH� PLOLWDU\�VHFXULW\� VSKHUH� WKDW� DQ� DOLJQPHQW� ZLWK� D� VWURQJ� GHPRFUDWLF�� :HVWHUQ�
RULHQWHG� UHJLRQDO� SRZHU� DV� ,VUDHO� ZRXOG� LQFUHDVH� 7XUNH\¶V� VHFXULW\� DQG� PHHW� WKH�
PRGHUQL]DWLRQ� UHTXLUHPHQWV� RI� 7XUNLVK� DUP\�� VLQFH� ,VUDHO� KDV� DFTXLUHG� DGYDQFHG�
ZHDSRQV�DQG�WHFKQRORJLFDO�NQRZ�KRZ�WKDW�ZRXOG�QRW�EH�VXEMHFWHG�WR�SROLWLFDO�UHVWUDLQWV��
,Q� WKLV� VHQVH��PLOLWDU\� DQG� LQWHOOLJHQFH�RULHQWHG� VHFUHW�3HULSKHUDO�$OOLDQFH�RI� WKH�����V�
WUDQVIRUPHG� LQWR� DQ� RSHQ� DQG� EURDGHU� SDUWQHUVKLS� WKDW� H[WHQGHG� EH\RQG� PLOLWDU\� FR�



���

RSHUDWLRQ��DQG�HQDEOHG�7XUNH\�DQG�,VUDHO�WR�LPSURYH�WKHLU�FR�RSHUDWLRQ�LQ�WKH�GLSORPDWLF�
DQG�HFRQRPLF� VSKHUHV��7KXV�� WKH� UHODWLRQVKLS� WKURXJKRXW� WKH�����V�KDV�GLYHUVLILHG�� DQG�
KDV�EHFRPH�LQVWLWXWLRQDOL]HG�DQG�VWUXFWXUHG�WKDW�KDV�LQYROYHG�UHJXODU�KLJK�OHYHO�PHHWLQJV�
EHWZHHQ� WKH� WZR� FRXQWULHV�� 7KH� 7XUNLVK�,VUDHOL� UHODWLRQVKLS� QRW� RQO\� KDV� HPEUDFHG�
LPSRUWDQW�UHJLRQDO�LPSOLFDWLRQV�IRU�7XUNH\�DQG�,VUDHO�EXW�WR�WKH�8QLWHG�6WDWHV�VLQFH�LW�KDV�
DWWDFKHG� JUHDW� LPSRUWDQFH� WR� WKLV� UHODWLRQVKLS� LQ� WHUPV� RI� LWV� VWUDWHJLF� LQWHUHVWV� LQ� WKH�
JUHDWHU�0LGGOH�(DVW��
� +RZHYHU�� VRPH� UHJLRQDO� GHYHORSPHQWV� LQ� WKH�0LGGOH�(DVW� DQG� GHYHORSPHQWV� LQ�
7XUNH\¶V�GRPHVWLF�SROLWLFV�KDYH�SXW�VWUDLQ�RQ�WKH�7XUNLVK�,VUDHOL� UHODWLRQVKLS�LQ� WKH���VW�
FHQWXU\��7KHVH�H[WHUQDO� DQG� LQWHUQDO� IDFWRUV�KDYH� UDLVHG�TXHVWLRQV�DERXW� WKH� VWDELOLW\� RI�
WKH� 7XUNLVK�,VUDHOL� UHODWLRQVKLS� LQ� WKLV� QHZ� FHQWXU\�� ,Q� VSLWH� RI� DOO� WKRVH� FRQFHUQV�� WKH�
7XUNLVK�,VUDHOL�UHODWLRQVKLS�KDV�FRQWLQXHG�WR�HYROYH�FRQVLVWHQWO\��7KH�VHFRQG�3DOHVWLQLDQ�
LQWLIDGD�LQ�������WKH�HOHFWLRQ�RI�,VODPLF�RULHQWHG�$.3�LQ�������WKH�8QLWHG�6WDWHV¶�ZDU�LQ�
,UDT�LQ������DQG�WKH�VLWXDWLRQ�RI�1RUWKHUQ�,UDT�DQG�.XUGV��DQG�WKH�+DPDV�YLVLW�WR�$QNDUD�
LQ������KDYH�FDXVHG�D�FRROLQJ�SHULRG�LQ�GLSORPDWLF�UHODWLRQV�� �
� 7XUNH\� KDV� DOZD\V� EHHQ� YHU\� VHQVLWLYH� WR� WKH� 3DOHVWLQLDQ� FDXVH�� ,Q� ����� WKH�
RXWEUHDN� RI� WKH� VHFRQG� LQWLILGD� DQG� LQ� UHVSRQVH� ,VUDHO� VWDUWLQJ� D�PLOLWDU\� FDPSDLJQ� DQG�
XVLQJ� H[FHVVLYH� SRZHU� WRZDUGV� WKH� 3DOHVWLQLDQV� KDG� UDLVHG� JUHDW� FRQFHUQV� LQ� 7XUNH\��
,VUDHOL� DFWLRQV� KDG� EHHQ� VXEMHFWHG� WR� FULWLFLVPV� IURP� 7XUNLVK� RIILFLDOV�� VXFK� DV� 3ULPH�
0LQLVWHU�%�OHQW�(FHYLW�OLNHQHG�WKH�,VUDHOL�DFWLRQV�DV�µJHQRFLGH¶��DQG�7XUNH\�KDG�DGRSWHG�
D SROLWLFDO� DSSURDFK� WKDW� ZDV� PRUH� VXSSRUWLYH� RI� WKH� 3DOHVWLQLDQV�� +RZHYHU�� LW� LV�
VLJQLILFDQW� WKDW� 7XUNH\� KDG� DOZD\V� VRIWHQHG� LWV� WRQH�� DQG� HYHQ� WULHG� WR� ILQG� D� EDODQFH�
EHWZHHQ�,VUDHOLV�DQG�3DOHVWLQLDQV�E\�RIIHULQJ�WR�PHGLDWH�EHWZHHQ�ERWK�SDUWLHV��(YHQWXDOO\��



���

DOWKRXJK� WKH� VHFRQG� LQWLIDGD� FDXVHG� D� FRROLQJ�SHULRG� LQ�GLSORPDWLF� UHODWLRQV�� LW� GLG�QRW�
DIIHFW� WKH� 7XUNLVK�,VUDHOL� UHODWLRQVKLS� VHULRXVO\� WKDW� WKH� PLOLWDU\� DQG� HFRQRPLF� FR�
RSHUDWLRQ� EHWZHHQ� WKH� WZR� FRXQWULHV� KDV� FRQWLQXHG� WR� HYROYH� LQGHSHQGHQWO\� IURP� WKH�
GLSORPDWLF�WHQVLRQV���
� 7KH�$.3�YLFWRU\� LQ������HOHFWLRQV�KDV� UDLVHG�JUHDW�FRQFHUQV� LQ� ,VUDHO� UHJDUGLQJ�
WKH� IXWXUH� RI� WKH�7XUNLVK�,VUDHOL� UHODWLRQVKLS� VLQFH� WKH� IRXQGHUV�RI� WKLV� QHZ�SDUW\�ZHUH�
DIILOLDWHG�ZLWK�WKH�SUHYLRXV�5HIDK�SDUW\�WKDW�WULHG�WR�GLPLQLVK�WKH�UHODWLRQV�ZLWK�,VUDHO�DQG�
GHHSHQ�ZLWK�WKH�,VODPLF�ZRUOG��$OWKRXJK�WKH�$.3�JRYHUQPHQW�SURPLVHG�WR�PDLQWDLQ�WKH�
VWUDWHJLF� FR�RSHUDWLRQ�ZLWK� ,VUDHO�� GLSORPDWLF� UHODWLRQV� HQWHUHG� LQWR� D� FULVLV� SHULRG�ZLWK�
,VUDHO¶V� RSHUDWLRQV� LQ� WKH� :HVW� %DQN� DQG� *D]D� WKDW� UHVXOWHG� ZLWK� FLYLOLDQ� GHDWKV��
DVVDVVLQDWLRQ� RI� +DPDV¶� UHOLJLRXV� OHDGHUV� RI� 6KHLN� $KPHW� <DVLQ� DQG� KLV� VXFFHVVRU�
$EG�OD]L]�5DQWLVL� LQ�0DUFK� DQG�0D\� ������ WKH� UHSRUWV��ZKLFK� FODLPHG� WKDW� ,VUDHO�ZDV�
VHFUHWO\� WUDLQLQJ� .XUGLVK� FRPPDQGRV� LQ� 1RUWKHUQ� ,UDT�� DQG� ODVWO\�� UDGLFDO� +DPDV�
JRYHUQPHQW¶V�YLVLW�WR�$QNDUD���
� /LNH� WKH� SUHYLRXV� JRYHUQPHQW�� WKH�$.3� JRYHUQPHQW� KDV� EHHQ� YHU\� VHQVLWLYH� WR�
WKH� 3DOHVWLQLDQ� FDXVH�� (YHQ� EHIRUH� WKH� YLFWRU\� VRPH� VHQLRU� SROLWLFDO� OHDGHUV� KDUVKO\�
FULWLFL]HG� ,VUDHO¶V� SROLFLHV� WRZDUGV� WKH� 3DOHVWLQLDQV�� 'XULQJ� ,VUDHO¶V� RSHUDWLRQV� LQ�:HVW�
%DQN� DQG�*D]D�� DQG� WKH� DVVDVVLQDWLRQ� RI� WZR�+DPDV¶� UHOLJLRXV� OHDGHUV�� ERWK� 7XUNH\¶V�
3ULPH�0LQLVWHU�(UGR÷DQ�DQG�)RUHLJQ�0LQLVWHU�*�O�KDUVKO\�FULWLFL]HG�,VUDHO�WKDW�(UGR÷DQ�
KDG� JRQH� VR� IDU� DV� WR� GHVFULEH� WKH� ,VUDHOL� DFWLRQV� DV� µVWDWH� WHUURULVP¶�� 7KH� $.3�
JRYHUQPHQW� HYHQ� SRVWSRQHG� RIILFLDO� YLVLWV� WR� ,VUDHO�� ZKLFK� UDLVHG� FRQFHUQV� WKDW� WKH�
7XUNLVK�,VUDHOL� UHODWLRQVKLS� ZRXOG� EUHDN� GRZQ�� $OO� WKHVH� WHQVLRQV� RFFXUUHG� GXULQJ� D�
SHULRG� ZKHQ� 7XUNH\� KDV� DFFHOHUDWHG� LWV� UHODWLRQ� ZLWK� WKH� (XURSHDQ� 8QLRQ�� 7KLV� HYHQ�
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GHHSHQHG�,VUDHO¶V�FRQFHUQV�WKDW�DV�7XUNH\�PRYHV�FORVHU�WR�WKH�(8��LW�ZRXOG�DGRSW�D�PRUH�
(XURSHDQ�DWWLWXGH�WKDQ�8�6�RQH��ZKLFK�KDV�EHHQ�YHU\�FULWLFDO�RI�,VUDHO��$OVR�IRU�WKH�VDNH�
RI� MRLQLQJ� WKH� FOXE� 7XUNH\� KDV� EHHQ� UHTXLUHG� WR� GLPLQLVK� WKH� UROH� RI� WKH� PLOLWDU\� LQ�
SROLWLFV��VLQFH�WKH�7XUNLVK�PLOLWDU\�KDG�EHHQ�LQ�WKH�FHQWUH�RI�HVWDEOLVKLQJ�FORVHU�UHODWLRQV�
ZLWK� ,VUDHO� LQ� WKH� ����V�� &RQWUDU\� WR� ZKDW� KDV� EHHQ� HQYLVDJHG� WKH� 7XUNLVK�,VUDHOL�
UHODWLRQVKLS�KDV�FRQWLQXHG�WR�HYROYH�GXULQJ�WKH�$.3¶V�WHQXUH��,W�LV�VWULNLQJ�WKDW�IROORZLQJ�
WKH�KDUVK�FULWLFLVPV�WKH�$.3�JRYHUQPHQW�KDV�VRIWHQHG�LWV�WRQH�RI�FULWLFLVPV�WRZDUG�,VUDHO�
WR� OHVVHQ� WKH� WHQVLRQ� EHWZHHQ� WKH� FRXQWULHV�� $GGLWLRQDOO\�� 7XUNH\� GLG� QRW� WDNH� DQ\�
FRQFUHWH� VWHS� WRZDUG� ,VUDHO� EHVLGHV� FRQGHPQLQJ� LW��2QFH� DJDLQ� WKH� GLSORPDWLF� WHQVLRQV�
GXH� WR� 3DOHVWLQLDQ�,VUDHOL� FRQIOLFW� GLG� QRW� VHULRXVO\� FKDOOHQJH� WKH� VWURQJ� FR�RSHUDWLRQ�
EHWZHHQ� 7XUNH\� DQG� ,VUDHO�� 7KH� LQVWLWXWLRQDOL]HG� DQG� VWUXFWXUHG�PLOLWDU\� DQG� HFRQRPLF�
FR�RSHUDWLRQ� EHWZHHQ� WKH� WZR� FRXQWULHV� GLG� QRW� OHW� GLSORPDWLF� UHODWLRQV� WR� ZHDNHQ� WKH�
UHODWLRQVKLS�EHWZHHQ�ERWK�SDUWLHV���
� 7KH� VWDWXV�RI�.XUGV� LQ�1RUWKHUQ� ,UDT� IROORZLQJ� WKH�8�6��ZDU�RQ� ,UDT� LV� DQRWKHU�
LVVXH� WKDW� KDV� FUHDWHG� WHQVLRQ� EHWZHHQ� WKH� WZR� FRXQWULHV�� VLQFH�.XUGLVK� VHSDUDWLVP�KDV�
EHHQ�RQH�RI�WKH�WRS�QDWLRQDO�VHFXULW\�LVVXH�LQ�7XUNLVK�GRPHVWLF�DQG�IRUHLJQ�SROLF\�DJHQGD��
7KHUH�ZHUH�DVVHUWLRQV�WKDW�,VUDHO�KDV�EHHQ�VXSSRUWLYH�RI�DQ�LQGHSHQGHQW�.XUGLVK�VWDWH�LQ�
1RUWKHUQ� ,UDT�� DQG� HYHQ� WUDLQLQJ� .XUGLVK� FRPPDQGRV� LQ� 1RUWKHUQ� ,UDT�� 7KHVH� ZHUH�
GHQLHG� E\� ,VUDHOL� JRYHUQPHQW� WKDW� ,VUDHO�ZRXOG� QRW� EH� LQ� DQ\� DFWLRQ� LQ� WKH� UHJLRQ� WKDW�
ZRXOG� HQGDQJHU� 7XUNH\¶V� VHFXULW\�� 6LPLODUO\�� 7XUNH\� KRVWLQJ� WKH� UDGLFDO� +DPDV�
JRYHUQPHQW�WKDW�KDV�RSSRVHG�WKH�YHU\�H[LVWHQFH�RI�D�-HZLVK�VWDWH��DQG�UHVRUWHG�WR�YLROHQW�
DFWLRQV� WRZDUG� ,VUDHO�� UDLVHG� JUHDW� FRQFHUQV� LQ� ,VUDHO�� 7XUNLVK� RIILFLDOV� PDGH� DQ�
H[SODQDWLRQ�WKDW�WKLV�PHHWLQJ�ZDV�SDUW�RI�D�7XUNH\¶V�HIIRUW�WR�EULQJ�WZR�FRQIOLFWLQJ�SDUWLHV�
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WRJHWKHU� IRU� WKH� VDNH� RI� SHDFH� LQ� WKH� UHJLRQ�� 7XUNH\� DQG� ,VUDHO� RYHUFDPH� WKHVH� WZR�
SUREOHPV�LQ�D�VKRUW�SHULRG�VLQFH�ERWK�FRXQWULHV�KDV�VKRZQ�WKDW� WKH\�KDYH�FRQILGHQFH�LQ�
HDFK�RWKHU��
� 'HVSLWH�DOO�WKHVH�WHQVLRQV��WKH�7XUNLVK�,VUDHOL�UHODWLRQVKLS�KDV�FRQWLQXHG�WR�HYROYH�
LQ�WKH�����V��1HLWKHU�7XUNH\�QRU�,VUDHO�ZRXOG�ULVN�ORVLQJ�WKHLU�VWUDWHJLF�SDUWQHUVKLS�VLQFH�
WKH�0LGGOH�(DVW�FRQWLQXHV�WR�EH�D�]RQH�RI�WXUPRLO�WKDW�ERWK�7XUNH\�DQG�,VUDHO�FRQWLQXHV�WR�
VKDUH�FRPPRQ�VHFXULW\�FRQFHUQV��DQG�ERWK�SDUWLHV�KDYH�EHHQ�HQMR\LQJ�JUHDW�EHQHILWV�IURP�
WKLV� UHODWLRQVKLS�� 7KH� WZR� FRXQWULHV¶� HFRQRPLHV� KDYH� EHHQ� VR� FRPSOHPHQWDU\� WKDW�
HFRQRPLF� UHODWLRQV� EHWZHHQ� ERWK� SDUWLHV� KDYH� FRQWLQXHG� WR� LQFUHDVH� FRQVLVWHQWO\� WKH�
YROXPH�RI�WUDGH�EHWZHHQ�WKH�WZR�FRXQWULHV�H[FHHGHG����ELOOLRQ�LQ�������DQG�EHFRPH�WKH�
ODUJHVW�LQ�WKH�0LGGOH�(DVW�LQ�WHUPV�RI�LWV�GLYHUVLW\��7KH�PLOLWDU\�FR�RSHUDWLRQ�FRQWLQXHV�WR�
FRQVWLWXWH�DQ� LPSRUWDQW�SDUW�RI� WKH� UHODWLRQVKLS� LQ� WKH�����V��7KH� MRLQW�PLOLWDU\� WUDLQLQJ�
H[HUFLVHV�� MRLQW� SURMHFWV�� WHFKQRORJ\� WUDQVIHU� DQG� LQWHOOLJHQFH� FR�RSHUDWLRQ� LQ� WKH� ����V�
VKRZ�WKDW�WKLV�UHODWLRQVKLS�VWLOO�SURYLGH�PXWXDO�DGYDQWDJHV�WR�ERWK�7XUNH\�DQG�,VUDHO��
� )RU� ,VUDHO¶V� SDUW� WKH� UHJLRQDO� GHYHORSPHQWV� FRQWLQXHV� WR� HQGDQJHU� LWV� QDWLRQDO�
VHFXULW\��ZKLFK�DUH��,UDT¶V�XQVWDEOH�VLWXDWLRQ��,UDQ¶V�DWRPLF�SURJUDP�WKDW�ZDV�EHOLHYHG�E\�
,VUDHO� DQG� WKH�:HVW� WKDW� ,UDQ� LV� WU\LQJ� WR�DFTXLUH�QXFOHDU�ZHDSRQV�� DQG� WKH�$UDE�,VUDHOL�
FRQIOLFW�� ,Q� WKLV� VHQVH�� 7XUNH\¶V� JHRJUDSKLF� DGYDQWDJHV� RIIHU� ,VUDHO� IXUWKHU� LQWHOOLJHQFH�
JDWKHULQJ� VLQFH�7XUNH\� VKDUHV� D�ERUGHU�ZLWK� ,UDQ��$GGLWLRQDOO\��7XUNLVK� ODQG�VHUYHV� IRU�
WKH� HIIHFWLYH� PLVVLOH� GHIHQVH� V\VWHPV�� $OVR� DV� PDQ\� REVHUYHUV� KDYH� TXHVWLRQHG�� DQ�
LQGHSHQGHQW�.XUGLVK�VWDWH�DV�DQ�DOO\�ZRXOG�QRW�RYHUULGH�DQ�DOLJQPHQW�ZLWK�7XUNH\��,W�LV�
WUXH�WKDW�,VUDHO�KDG�VXSSRUWHG�.XUGV�LQ�WKH�SDVW��DQG�QRZ�LQ�WKH�����V��.XUGV�ZRXOG�EH�DQ�
LQGLVSHQVDEOH�DOO\�DJDLQVW�,UDQ�DQG�6\ULD���+RZHYHU��LW�LV�GHEDWDEOH�ZKHWKHU�,VUDHO�ZRXOG�
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EH� ZLOOLQJ� WR� VDFULILFH� LWV� VWUDWHJLF� DOLJQPHQW� ZLWK� 7XUNH\�� 7KH� VLWXDWLRQ� RI� D� .XUGLVK�
VWDWH� ZRXOG� EH� ULVN\� VLQFH� QRQH� RI� LWV� QHLJKERUV²6\ULD�� 7XUNH\� DQG� ,UDQ²ZRXOG� EH�
ZLOOLQJ�WR�DFFHSW�DQ�LQGHSHQGHQW�.XUGLVK�VWDWH�LQ�1RUWKHUQ�,UDT��,Q�FDVH�RI�LWV�IRUPDWLRQ��
LW�ZRXOG�JDWKHU�7XUNH\��6\ULD�DQG�,UDQ�LQ�WKH�VDPH�GLUHFWLRQ��ZKLFK�PLJKW�IXUWKHU�,VUDHO¶V�
LVRODWLRQ�LQ�WKH�UHJLRQ��7KXV��WKH�VWDELOLW\�RI�VXFK�DQ�DOO\�ZRXOG�EH�TXHVWLRQDEOH��
� )LQDOO\�� DOWKRXJK� 7XUNH\¶V� RIIHU� WR� DFW� DV� D� UHJLRQDO� EURNHU� EHWZHHQ� ,VUDHO� DQG�
$UDE� VWDWHV� QRW� ZHOFRPHG� E\� WKH� ,VUDHOL� JRYHUQPHQW�� 7XUNH\¶V� HIIRUWV� VKRXOG� EH�
DSSUHFLDWHG��7XUNH\�DV�D�UHJLRQDO�SRZHU�KDV�EHHQ�ZLOOLQJ�WR�WDNH�D�PRUH�DFWLYH�SDUW�LQ�WKH�
0LGGOH�(DVWHUQ�SROLWLFV�LQ�WKH�����V��DQG�LQ�WKLV�VHQVH��LW�KDV�EHHQ�WU\LQJ�WR�HVWDEOLVK�JRRG�
UHODWLRQV�ZLWK�DOO�RI�LWV�QHLJKERUV��<HW�7XUNH\�FRXOG�QRW�EH�LQ�D�SRVLWLRQ�WR�EH�D�PHGLDWRU��
LW�ZRXOG�EH�D�IDFLOLWDWRU�ZKHQ�FRQIOLFWLQJ�SDUWLHV�GHFLGH�WR�VLW�DW�WKH�QHJRWLDWLRQ�WDEOH��
� )RU�7XUNH\��EUHDNLQJ�RII�UHODWLRQV�ZLWK�,VUDHO�ZRXOG�FRVW�WRR�PXFK�IRU�LW��1RW�RQO\�
7XUNH\�ZRXOG�ORRVH�WKH�EHQHILWV�RI�LWV�UHODWLRQVKLS�ZLWK�,VUDHO��DV�VWDWHG�DERYH��EXW�DOVR�LW�
ZRXOG�KDUP�LWV�SRVLWLRQ�LQ�:DVKLQJWRQ�VLQFH�,VUDHO�KDV�EHHQ�D�FORVH�IULHQG�RI�WKH�8QLWHG�
6WDWHV��DQG�KDV�D�VWURQJ�-HZLVK�OREE\�LQ�WKH�8�6��WKDW�KDV�EHHQ�D�FRXQWHUEDODQFH�WR�*UHHN�
DQG�$UPHQLDQ�OREELHV��7KH�UHODWLRQVKLS�EHWZHHQ�7XUNH\�DQG�WKH�8�6��KDYH�HQWHUHG�LQ�WR�D�
FRROLQJ�SHULRG�ZLWK�7XUNLVK�3DUOLDPHQW¶V�UHMHFWLRQ�RI� WKH�SURSRVDO� WKDW�ZRXOG�DOORZ�WKH�
86�OHG�FRDOLWLRQ�IRUFHV�WR�XVH�7XUNLVK�EDVHV�GXULQJ�WKH�,UDT�:DU��7KH�WHUULWRULDO�LQWHJULW\�
RI�,UDT�DQG�WKH�VLWXDWLRQ�RI�.XUGV�LQ�1RUWKHUQ�,UDT�KDYH�EHHQ�WKH�WRS�UHJLRQDO�FRQFHUQ�IRU�
7XUNH\�LQ�WKH�SRVW�,UDT�:DU�HUD��,Q�WKLV�VHQVH��3ULPH�0LQLVWHU�(UGR÷DQ¶V�YLVLW�WR�,VUDHO�LQ�
0D\� ����� ZDV� HYDOXDWHG� E\� PDQ\� DQDO\VWV� DV� D� SDUW� RI� D� SODQ� WR� LPSURYH� 7XUNH\¶V�
UHODWLRQV�ZLWK�WKH�8QLWHG�6WDWHV��6RPH�FRPPHQWDWRUV�LQ�7XUNH\�GHVFULEHG�WKLV�YLVLW�DV�DQ�
³$PHULFDQ�YLVD�IRU�7XUNH\´��VLQFH�-HUXVDOHP�VHHPHG�WR�EH�WKH�PRVW�REYLRXV�JDWHZD\�WR�
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:DVKLQJWRQ����� ,W�LV�DOVR�VLJQLILFDQW�WKDW�WKHUH�ZHUH�UHSRUWV�VWUHVVLQJ�WKDW�GXULQJ�KLV�YLVLW��
(UGR÷DQ�PDGH�FRQWDFWV�ZLWK� LPSRUWDQW�QDPHV�IURP�WKH�$PHULFDQ�-HZLVK� OREE\�DQG� WKH�
8�6��6HQDWH��$OWKRXJK�7XUNH\�KDV�EHHQ�HQMR\LQJ�JUHDW�EHQHILWV�IURP�LWV�UHODWLRQVKLS�ZLWK�
,VUDHO�VLQFH�WKH�����V��WKH�8QLWHG�6WDWHV�IDFWRU�VKRXOG�QRW�EH�XQGHUHVWLPDWHG��7KH�8QLWHG�
6WDWHV�VWLOO�GRPLQDWHV�WKH�ZRUOG�SROLWLFV�LQ�WKH���VW�FHQWXU\��,W�DOVR�FRQWLQXHV�WR�PDLQWDLQ�
LWV�SUHVHQFH�LQ�WKH�0LGGOH�(DVW�E\�LWV�GHPRFUDWL]DWLRQ�SURFHVV��,I�7XUNH\�ZDQWV�WR�WDNH�D�
PRUH� DFWLYH�SDUW� LQ� WKH�0LGGOH�(DVWHUQ�SROLWLFV� DV� D� UHJLRQDO� SRZHU�� LW� VKRXOG� HVWDEOLVK�
JRRG�UHODWLRQV�ZLWK�WKH�8QLWHG�6WDWHV��VLQFH�WKH�8�6�KDV�EHHQ�VKDSLQJ�WKH�UHJLRQ��%HVLGHV��
7XUNH\¶V�VXSSRUW�LV�VWLOO�FUXFLDO�IRU�WKH�8QLWHG�6WDWHV�LQ�WKH�SRVW�,UDT�:DU�HUD�ZKHQ�RQH�
WDNHV�LQWR�FRQVLGHUDWLRQ�RI�WKH�FXUUHQW�VLWXDWLRQ�LQ�,UDT���
� 2YHUDOO�� WKH� UHFHQW� HIIRUWV� WKDW� KDV� EHHQ� GHPRQVWUDWHG� E\� 7XUNLVK� DQG� ,VUDHOL�
JRYHUQPHQWV� WR� UHSDLU� WKH� GDPDJH� GRQH� WR� WKH� UHODWLRQVKLS� VWUHVV� WKDW� WKH� UHODWLRQVKLS�
FRQWLQXHV� WR� SURYLGH� VWUDWHJLF� EHQHILWV� WR� ERWK� FRXQWULHV� WKDW� QHLWKHU� RI� WKH� WZR�ZRXOG�
GLVUXSW�LQ�WKH�QHDU�IXWXUH��
�

����<RVVL�(OL��³3ULPH�0LQLVWHU�5HFHS�7D\\LS�(UGR÷DQ¶V�9LVLW�WR�,VUDHO��7KH�9LHZ�IURP�7XUNH\�´�7HO�$YLY�1RWHV�� ��0D\�������QR������KWWS���ZZZ�WDX�DF�LO�MFVV�WDQRWHV�7$8QRWHV����GRF��
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%LEOLRJUDSK\�
� %RRNV�$EUDPRZLW]�� 0RUWRQ�� 7XUNH\¶V� 7UDQVIRUPDWLRQ� DQG� $PHULFDQ� 3ROLF\� 1HZ� <RUN�� 7KH�&HQWXU\�)RXQGDWLRQ���������$UDV�� %�OHQW�� 7KH� 1HZ� *HRSROLWLFV� RI� (XUDVLD� DQG� 7XUNH\¶V� 3RVLWLRQ� /RQGRQ�� )UDQN�&DVV���������$\GÕQ�� 0XVWDID�� DQG� dDJUL� (UKDQ�� 7XUNLVK�$PHULFDQ� 5HODWLRQV�� 3DVW�� 3UHVHQW� DQG�)XWXUH� /RQGRQ��5RXWOHGJH���������%HQJLR�� 2IUD�� 7KH� 7XUNLVK�,VUDHOL� 5HODWLRQVKLS�� &KDQJLQJ� 7LHV� RI� 0LGGOH� (DVWHUQ�2XWVLGHUV� 1HZ�<RUN��3DOJUDYH�0DFPLOODQ���������)RXVNDV��9DVVLOLV�.��=RQHV�RI�&RQIOLFW��86�)RUHLJQ�3ROLF\�LQ�WKH�%DONDQV�DQG�WKH�*UHDWHU�0LGGOH�(DVW� /RQGRQ��3OXWR���������+DOH��:LOOLDP��7XUNLVK�)RUHLJQ�3ROLF\������������ /RQGRQ��)UDQN�&DVV���������,QEDU�� (IUDLP�� 7KH� ,VUDHOL�7XUNLVK� (QWHQWH� /RQGRQ�� .LQJ¶V� &ROOHJH� /RQGRQ�0HGLWHUUDQHDQ�6WXGLHV���������1DFKPDQL�� $PLNDP�� 7XUNH\�� )DFLQJ� D� 1HZ� 0LOOHQQLXP�� &RSLQJ� ZLWK� ,QWHUWZLQHG�&RQIOLFWV� 0DQFKHVWHU��0DQFKHVWHU�8QLYHUVLW\�3UHVV���������.UDPHU�� +HLQ]��$ &KDQJLQJ� 7XUNH\�� 7KH� &KDOOHQJH� WR� (XURSH� DQG� WKH� 8QLWHG� 6WDWHV�:DVKLQJWRQ�'&��%URRNLQJV�,QVWLWXWLRQ���������g]FDQ��*HQFHU��7�UNL\H�øVUDLO�øOLúNLOHULQGH�'|Q�ú�P��*�YHQOL÷LQ�gWHVL� øVWDQEXO��7(6(9�<$<,1/$5,���������5RELQV��3KLOLS��6XLWV�DQG�8QLIRUPV��7XUNLVK�)RUHLJQ�3ROLF\�VLQFH�WKH�&ROG�:DU� /RQGRQ��+XUVW�	�&RPSDQ\���������5XELQ��%DUU\�� DQG�7KRPDV�$��.HDQH\��86�$OOLHV� LQ�D�&KDQJLQJ�:RUOG� /RQGRQ��)UDQN�&DVV���������5XELQ��%DUU\��DQG�.HPDO�.LULúFL��7XUNH\�LQ�:RUOG�3ROLWLFV��$Q�(PHUJLQJ�0XOWLUHJLRQDO�3RZHU� ,VWDQEXO��%R÷D]LoL�8QLYHUVLW\�3UHVV���������

7KHVLV�6HUQXU� 6�� 2�� <DVVÕND\D�� 7�UNL\H�øVUDLO� 6WUDWHMLN� øúELUOL÷LQLQ� 6ÕQÕUODUÕ²6L\DVL� YH�(NRQRPLN� 6RQXoODUÕ� %DNÕPÕQGDQ�� øVWDQEXO�� <ÕOGÕ]� 7HNQLN� hQLYHUVLWHVL�� <D\ÕQODQPÕú�\�NVHN�OLVDQV�WH]L���������
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$UWLFOHV�$OWXQVÕN�� 0HOLKD�� ³7KH� 7XUNLVK�,VUDHOL� 5DSSURFKHPHQW� LQ� WKH� 3RVW�&ROG� :DU� (UD�´�0LGGOH�(DVWHUQ�6WXGLHV�����QR����$SULO������������������%DU�6LPDQ�7RY�� <DDFRY�� ³7KH� 8QLWHG� 6WDWHV� DQG� ,VUDHO� VLQFH� ������ $� ³6SHFLDO�5HODWLRQVKLS´"´�'LSORPDWLF�+LVWRU\�����QR����6SULQJ������������������%HQJLR�� 2IUD� DQG�*HQFHU�g]FDQ�� ³&KDQJLQJ�5HODWLRQV�� 7XUNLVK�,VUDHOL�$UDE�7ULDQJOH�´�3HUFHSWLRQV�� -RXUQDO� RI� ,QWHUQDWLRQDO� $IIDLUV� ��� QR��� �0DUFK�0D\� �������KWWS���ZZZ�VDP�JRY�WU�SHUFHSWLRQV�YRO��0DUFK�0D\�����9ROXPH9*HQFHU2]FDQ�SGI��%LU��dHYLN��DQG�0DUWLQ�6KHUPDQ��³)RUPXOD�IRU�6WDELOLW\��7XUNH\�3OXV�,VUDHO�´�0LGGOH�(DVW�4XDUWHUO\����QR����)DOO����������������%LVKNX��0LFKDHO�%�� ³+RZ�+DV�7XUNH\�9LHZHG� ,VUDHO"´� ,VUDHO�$IIDLUV�����QR��� �-DQXDU\������������������%UDQGHQEXUJ��5DFKHO��³1R�/RQJHU�1HZO\ZHGV��7KH�(YROXWLRQ�RI�7XUNLVK�)RUHLJQ�3ROLF\�WRZDUG�,VUDHO�´�7XUNLVK�3ROLF\�4XDUWHUO\����QR����:LQWHU���������%XUULV��*UHJRU\�$��³7XUNH\�DQG� ,VUDHO��6SHHG�%XPSV�´�0LGGOH�(DVW�4XDUWHUO\�����QR����)DOO����������������&DJDSWD\�� 6RQHU�� ³:KHUH�*RHV� WKH�8�6��7XUNLVK�5HODWLRQVKLS"´�0LGGOH�(DVW�4XDUWHUO\�����QR����)DOO����������������*UXHQ�� *HRUJH� (�� ³7XUNH\¶V�5HJLRQDO�5ROH� LQ� WKH�$IWHUPDWK� RI� 6HSWHPEHU� ���� �����´�$PHULFDQ�)RUHLJQ�3ROLF\�,QWHUHVWV��������������������BBBBB�� ³7XUNH\¶V� ³3ROLWLFDO� (DUWKTXDNH´�� 6LJQLILFDQFH� IRU� WKH� 8QLWHG� 6WDWHV� DQG� WKH�5HJLRQ�´�$PHULFDQ�)RUHLJQ�3ROLF\�,QWHUHVWV���������������������BBBBB�� ³5HFHQW� 'HYHORSPHQWV� LQ� 7XUNLVK�,VUDHOL� 5HODWLRQV�´�$PHULFDQ� )RUHLJQ� 3ROLF\�,QWHUHVWV�����������������������*�QH\��$\OLQ�� ³$Q�$QDWRP\� RI� WKH� 7UDQVIRUPDWLRQ� RI� WKH�86�7XUNLVK�$OOLDQFH�� )URP�³&ROG�:DU´�WR�³:DU�RQ�,UDT´�´�7XUNLVK�6WXGLHV����QR����6HSWHPEHU������������������*�YHQGLUHQ��(NUHP��³$�&RQFLVH�5HSRUW�RQ�7XUNLVK�,VUDHOL�5HODWLRQV�´�)RUHLJQ�(FRQRPLF�5HODWLRQV�%RDUG�RI�7XUNH\��'(,.���$SULO���������������+DOH��:LOOLDP�� ³7XUNH\�� WKH�0LGGOH�(DVW� DQG� WKH�*XOI�&ULVLV�´� ,QWHUQDWLRQDO�$IIDLU� ����QR���������������������,QEDU�� (IUDLP�� ³5HJLRQDO� ,PSOLFDWLRQV� RI� WKH� ,VUDHOL�7XUNLVK� 6WUDWHJLF� 3DUWQHUVKLS�´�7XUNLVK�6WXGLHV����QR����$XWXPQ���������������
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