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%\�H[DPLQLQJ�JHRSROLWLFDO�IDFWRUV��+DIL]�DO�$VDG
V�RYHUDOO�SROLWLFDO�JRDOV�
DQG�VWUDWHJLHV��KLV�GRPHVWLF�DQG�LQWHUQDWLRQDO�FRQVWUDLQWV��DQG�WKH�HYROX��
WLRQ�RI�KLV�SROLFLHV�RQ�SHDFH�ZLWK�,VUDHO��WKH�DXWKRU�DUJXHV�WKDW�6\ULD�KDV�
DOZD\V�VRXJKW�D�MXVW�SHDFH�EDVHG�RQ�UHWXUQ�RI�WKH�*RODQ��7KH�DXWKRU�LV�
SHVVLPLVWLF��KRZHYHU��WKDW�WKH�QHZ�,VUDHOL�JRYHUQPHQW�XQGHU�/LNXG
V�%HQ��
MDPLQ�1HWDQ\DKX�ZLOO�DFFHSW�VXFK�D�VHWWOHPHQW��

6<5,$�+$6�/21*�,16,67('�7+$7�,7�:$176�$�3($&(�VHWGHPHQW�ZLWK�,VUDHO��%XW�LWV�SROL��
FLHV�KDYH�EHHQ�ZLGHO\�VHHQ�DV�DFWXDOO\�GHWHUPLQHG�E\�H[WHPDO�RU�LQWHUQDO�FRQ��
VWUDLQWV��QRW�SHDFHIXO�LQWHQWLRQV��,Q�WKH�����V��IRU�H[DPSOH��3UHVLGHQW�+DIL]�DO��
$VDG
V�RSSRVLWLRQ�WR�FHUWDLQ�SHDFH�LQLWLDWLYHV�ZDV�DWWULEXWHG�WR�GRPHVWLF�SROLWLFV�
WR�DQ�DXWKRULWDULDQ�UQLQRULWDULDQ�UHJLPH�WKDW�QHHGHG�DQ�H[WHUQDO�HQHP\�WR�MXVWLI\�
UHSUHVVLYH�UXOH�DQG�WKH�$UDE�DLG�LW�UHFHLYHG�DV�D�IURQWOLQH�VWDWH��$QG�ZKHQ�WKH�
$VDG�UHJLPH�WRRN�6\ULD�LQWR�WKH�SHDFH�SURFHVV�LQ�WKH�����V��LW�ZDV�DUJXHG�WKDW�WKH�
SROLF\�FKDQJH�KDG�EHHQ�IRUFHG�RQ�6\ULD�E\�WKH�SRVWELSRODU�H[WHUQDO�HQYLURQ��
PHQW��1RZ�WKDW�,VUDHO�XQGHU�1HWDQ\DKX�DSSHDUV�UHDG\�WR�JR�EDFN�RQ�WKH�SHDFH�
SURFHVV��SUR�,VUDHOL�SXEOLFLVWV�DUH�VHHNLQJ�WR�VKLIW�WKH�EODPH�WR�6\ULD�DQG�WKH�
$UDEV��$VDG
V�IDLOXUH�WR�VWULNH�D�GHDO�ZLWK�WKH�3HUHV�JRYHUQPHQW�VKRZV��WKH\�
FODLP��WKDW�KH�QHYHU�DFWXDOO\�ZDQWHG�D�SHDFH�VHWWOHPHQW�DQG�WKDW�KLV�VWUDWHJ\�ZDV�
WR�NHHS�WKH�SURFHVV�JRLQJ�ZLWKRXW�HYHU�FRPLQJ�WR�FORVXUH�
�

7KLV�SDSHU�ZLOO�DUJXH�WKDW�$VDG
V�SROLF\�LV�KRVWDJH�WR�QHLWKHU�H[WHUQDO�QRU�LQ��
WHUQDO�IRUFHV��,W�ZLOO�VKRZ�WKDW�WKHUH�DUH�QR�LQVXSHUDEOH�GRPHVWLF�REVWDFOHV�WR�D�
VHWWOHPHQW�DQG�WKDW��UHJDUGOHVV�RI�IOXFWXDWLRQV�LQ�WKH�H[WHUQDO�SRZHU�EDODQFH��
$VDG�KDV�VRXJKW�DQ�KRQRUDEOH�SHDFH�ZLWK�UHPDUNDEOH�FRQVLVWHQF\��6\ULD��LW�ZLOO�
EH�VKRZQ��QRW�RQO\�QHJRWLDWHG�VHULRXVO\�ZLWK�,VUDHO�EXW�PDGH�FRQFHVVLRQV�WR�
KHOS�EULGJH�WKH�JDS�ZLWK�LW��
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*HRSROLWLFDO� &RQVWDQWV�
6\ULDQ�SROLF\�KDV�EHHQ�VKDSHG�RYHU�WKH�ORQJ�WHUP�E\�FHUWDLQ�FRQVWDQWV�WKDW�

KDYH�OLWWOH�WR�GR�ZLWK�WKH�XSV�DQG�GRZQV�RI�GRPHVWLF�SROLWLFV��7KH�KLVWRULFDO�UHMHF��
WLRQ�RI�,VUDHO
V�OHJLWLPDF\�LV�GHHSO\�URRWHG�LQ�6\ULDQ�SROLWLFDO�FXOWXUH��+RZHYHU��
UHYLVLRQLVW�DLPV�KDYH�EHHQ�WHPSHUHG�E\�WKH�JUDYH�QDWLRQDO�VHFXULW\�WKUHDW�WR�6\ULD�

5$<0R1'� $��+,11(%86&+�LV�SURIHVVRU�RI�LQWHUQDWLRQDO�UHODWLRQV�DW�WKH�8QLYHUVLW\�RI�6W��
$QGUHZV��6FRWODQG��
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IURP�,VUDHOL�PLOLWDU\�VXSHULRULW\��$OWKRXJK�6\ULD�KDV�VXIILFLHQW�IRUFHV��LQFOXGLQJ�D�
FKHPLFDO�ZHDSRQV�PLVVLOH�FDSDELOLW\��WR�PDNH�DQ�,VUDHOL�DWWDFN�SRWHQWLDOO\�YHU\�
FRVWO\��LW�KDV�QHYHU�KDG�PRUH�WKDQ�D�YHU\�OLPLWHG�RIIHQVLYH�FDSDELOLW\��:LWK�WKH�
FROODSVH�RI�WKH�6RYLHW�8QLRQ��HYHQ�LWV�GHIHQVLYH�SRVLWLRQ�PD\�ZHOO�HURGH��

,VUDHO
V�VHHPLQJO\�SHUPDQHQW�VXSHULRULW\�KDV�GLFWDWHG�6\ULD
V�JUDGXDO�DFFHSW��
DQFH�RI�,VUDHO
V�UHDOLW\��LI�QRW�RI�LWV�OHJLWLPDF\��,VUDHO�DQG�6\ULD�UHPDLQ��KRZHYHU��
QDWXUDO�JHRSROLWLFDO�ULYDOV�LQ�WKH�/HYDQW��6\ULD�UHWDLQV�WKH�DPELWLRQ�WR�PDNH�WKH�
IRUPHU�SDUWV�RI�KLVWRULF�6\ULD�LWV�VSKHUH�RI�LQIOXHQFH��ZKLOH�,VUDHO�KDV�VRXJKW�VLPL��
ODU�HQGV�LQ�WKLV�VDPH�DUHD��,Q�WKH�����V��WKH�VWUXJJOH�ZDV�ODUJHO\�RYHU�/HEDQRQ��
VLQFH�2VOR�WKH�,VUDHOLV�KDYH�VRXJKW�WR�PDNH�WKH�3DOHVWLQLDQV�DQG�-RUGDQ�YLUWXDO�
VDWHOOLWHV�DW�6\ULD
V�H[SHQVH��,QIOXHQFH�LQ�WKH�/HYDQW�DUJXDEO\�KDV�EHFRPH�D�PDMRU�
VWDNH�LQ�WKH�SHDFH�QHJRWLDWLRQV���

7KHVH�JHRSROLWLFDO�IDFWRUV�VKDSH�D�QRWLRQ�RI�WKH�QDWLRQDO�LQWHUHVW�WKDW�DQ\�6\U��
LDQ�UHJLPH�DQG�PRVW�RI�WKH�SXEOLF�ZRXOG�UHFRJQL]H�D�QRWLRQ�WKDW�HVVHQWLDOO\�
DPRXQWV�WR�VXFFHVV�LQ�WKH�FRQIOLFW�ZLWK�,VUDHO��+RZHYHU��VLQFH�WKH�SHDFH�SURFHVV�
EHJDQ��WKH�HQG�RI�WKH�FRQIOLFW�KDV�EHHQ�DQWLFLSDWHG�DQG�WKH�QDWLRQDO�LQWHUHVW�KDV�
FRPH�WR�EH�UHGHILQHG�DV�D�PDWWHU�RI�ZKHWKHU�WKH�UHVXOWLQJ�SHDFH�ZRXOG�EH�RQ�
HTXLWDEOH�WHUPV�DQG�ZKHWKHU�LW�ZRXOG�DOORZ�6\ULD�WR�FRQWDLQ�,VUDHOL�KHJHPRQ\�LQ�
WKH�UHJLRQ��

7KH�6WUDWHJLHV�RI�WKH�'RPLQDQW�'HFLVLRQ� 0DNHU�
7KH�JRDOV�DQG�VWUDWHJLHV�RI�3UHVLGHQW�$VDG�PDNH�XS�D�VHFRQG�IDFWRU�VKDSLQJ�

6\ULDQ�IRUHLJQ�SROLF\��$VDG
V�FKDOOHQJH�KDV�EHHQ�WR�VKDSH�SROLFLHV�WKDW�DGDSW�
6\ULD
V�QDWLRQDO�LQWHUHVW�WR�WKH�UHDOLWLHV�RI�WKH�EDODQFH�RI�SRZHU��+H�KDV�GRQH�
VR�LQ�D�ZD\�WKDW�DUJXDEO\�DSSURDFKHV�WKH�LGHDO�RI�WKH�UDWLRQDO�DFWRU�LQ�WKH�
UHDOLVW�VFKRRO�RI�LQWHUQDWLRQDO�SROLWLFV��QDPHO\�WKH�SXUVXLW�RI�OLPLWHG��FRQVLVWHQW�
JRDOV��D�UDWLRQDO�PDWFKLQJ�RI�HQGV�DQG�PHDQV��DQG�VWUDWHJLF�IOH[LELOLW\��7KH�
VDOLHQW�IHDWXUHV�RI�$VDG
V�DSSURDFK�FDQ�EH�VXPPDUL]HG�DV�IROORZV��


�/LPLWHG�JRDOV��$VDG�GLVFDUGHG�6\ULD
V�SUHYLRXV�DLP�RI�OLEHUDWLQJ�3DOHVWLQH�
DQG�DFFHSWHG�WKH�QHHG�IRU�D�SHDFH�VHWWOHPHQW�ZLWK�,VUDHO�LQ�H[FKDQJH�IRU�
LWV�HYDFXDWLRQ�RI�WKH�WHUULWRULHV�RFFXSLHG�LQ�������&RQWUDU\�WR�FRQYHQ��
WLRQDO�RSLQLRQ��WKLV�ZDV�QRW�D�IXQFWLRQ�RI�WKH�*XOI�:DU�EXW�JRHV�EDFN�D�
TXDUWHU�FHQWXU\��,W�ZDV�WKH�PDLQ�LVVXH�RYHU�ZKLFK�KH�RYHUWKUHZ�KLV�
UDGLFDO�SUHGHFHVVRUV�LQ��������


�&RQVLVWHQF\�LQ�JRDOV��$OWKRXJK�$VDG�KDV�DFFHSWHG�,VUDHO��KH�KDV�VRXJKW�
ZLWK�JUHDW�SDWLHQFH�RYHU�WZHQW\�ILYH�\HDUV�WR�PDNH�SHDFH�FRQGLWLRQDO�RQ�
D�UHWXUQ�RI�,VUDHO�WR�LWV������ERXQGDULHV��8QOLNH�RWKHU�$UDE�OHDGHUV��KH�
FRQVLVWHQWO\�UHIXVHG�WR�VHWWOH�IRU�OHVV�WKDQ�D�FRPSUHKHQVLYH�DQG�WRWDO�
,VUDHOL�ZLWKGUDZDO��


�0DWFKLQJ�PHDQV�DQG�HQGV��$V�D�UHDOLVW�FRQYLQFHG�WKDW�SRZHU�LV�ZKDW�
FRXQWV�LQ�LQWHUQDWLRQDO�SROLWLFV��$VDG�EXLOW�XS�WKH�PLOLWDU\�FDSDELOLW\�
QHHGHG�WR�PDNH�KLV�GLSORPDF\�FUHGLEOH�DQG�WR�GHWHU�,VUDHOL�SRZHU��$V�
VXFK��HYHQ�DV�KH�VFDOHG�GRZQ�6\ULD
V�REMHFWLYHV�LQ�WKH�FRQIOLFW�ZLWK�,VUDHO��
KH�VLJQLILFDQWO\�XSJUDGHG�LWV�FDSDELOLWLHV��
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�6WUDWHJLF�DGDSWDELOLW\��/LNH�D�SUXGHQW�UDWLRQDO�DFWRU��$VDG�KDV�DGDSWHG�
6\ULD
V�VWUDWHJLHV�WR�WKH�EDODQFH�RI�SRZHU��PL[LQJ�PLOLWDU\�DQG�GLSORPDWLF�
PHDQV�DV�FRQGLWLRQV�GLFWDWHG��7KXV��KH�ILUVW�VRXJKW�WR�UHWDNH�WKH�*RODQ�
WKURXJK�PLOLWDU\�DFWLRQ�LQ�WKH������ZDU��:KHQ�WKLV�IDLOHG��KH�HQWHUHG�WKH�
.LVVLQJHU�VSRQVRUHG�GLVHQJDJHPHQW�QHJRWLDWLRQV�ZLWK�,VUDHO��:KHQ�
(J\SW
V�VHSDUDWH�GHDOV�ZLWK�,VUDHO�XQGHUPLQHG�6\ULD
V�GLSORPDWLF�OHYHUDJH��
KH�DGRSWHG�D�SROLF\�RI��WDFWLFDO�UHMHFWLRQLVP���7KLV�VRXJKW�WR�REVWUXFW�
HIIRUWV�WR�E\SDVV�6\ULD�LQ�UHVROYLQJ�WKH�$UDE�,VUDHOL�FRQIOLFW�DQG�WR�
VXVSHQG�WKH�SHDFH�SURFHVV�XQWLO�6\ULD
V�GULYH�IRU��VWUDWHJLF�SDULW\��
UHVWRUHG�D�FUHGLEOH�QHJRWLDWLQJ�KDQG��%XW�$VDG�QHYHU�DEDQGRQHG�WKH�DLP�
RI�DQ��KRQRUDEOH��VHWWOHPHQW�XQGHU�81�UHVROXWLRQV��

:KHQ�WKH�ZHDNHQLQJ�RI�6RYLHW�FRPPLWPHQWV�XQGHU�0LNKDLO�*RUEDFKHY�GH��
SULYHG�$VDG�RI�D�PLOLWDU\�RSWLRQ��KH�WRRN�DGYDQWDJH�RI�WKH�*XOI�:DU�WR�ZLQ�8�6��
DFFHSWDQFH�RI�6\ULD�DV�D�UHVSRQVLEOH�SRZHU�ZKRVH�LQWHUHVWV�VKRXOG�EH�UHFRJ��
QL]HG�LQ�$PHULFDQ�0LGGOH�(DVW�GLSORPDF\��)LQDOO\��$VDG�HQWHUHG�WKH�0DGULG�
SHDFH�SURFHVV��$V�IRUPHU�,VUDHOL�SULPH�PLQLVWHU�6KLPRQ�3HUHV�SXW�LW��KH��LV�FRQ��
GXFWLQJ�WKH�SHDFH�SURFHVV�MXVW�DV�RQH�FRQGXFWV�D�PLOLWDU\�FDPSDLJQ�VORZO\��SD��
WLHQWO\��GLUHFWHG�E\�VWUDWHJLF�DQG�WDFWLFDO�FRQVLGHUDWLRQV����,Q�VKRUW��$VDG
V�UHDOLVW�
IRUHLJQ�SROLF\�KDV�DFFHSWHG�D�SHDFH�VHWWOHPHQW�DV�FRPSDWLEOH�ZLWK�6\ULDQ�QD��
WLRQDO�LQWHUHVWV�DQG�KDV�XVHG�UHDOLVW�VWUDWHJLHV�WR�SXUVXH�LW��
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$VDG�KDV�EHHQ�DEOH�WR�IUHHO\�DGDSW�KLV�VWUDWHJLHV�WR�WKH�H[WHUQDO�SRZHU�EDODQFH�
EHFDXVH�KH�KDV�DFKLHYHG�VXEVWDQWLDO�DXWRQRP\�RI�GRPHVWLF�FRQVWUDLQWV�RQ�KLV�
IRUHLJQ�SROLF\�WKURXJK�D�SDWLHQW�SURFHVV�RI�SRZHU�FRQVROLGDWLRQ��+H�FRQFHQ��
WUDWHG�SRZHU�LQ�D�YLUWXDOO\�PRQDUFKLFDO�SUHVLGHQF\�WKURXJK�D�VWUDWHJ\�RI�EDODQF��
LQJ�ULYDO�UHJLPH�SLOODUV�DQG�VRFLDO�IRUFHV��8QGHU�WKH�UDGLFDO�%D
WKLVWV�ZKR�
SUHFHGHG�KLP������������WKH�UHJLPH�KDG�DFKLHYHG�DXWRQRP\�ZLWK�UHJDUG�WR�WKH�
GRPLQDQW�FODVVHV�E\�EUHDNLQJ�WKHLU�FRQWURO�RYHU�WKH�PHDQV�RI�SURGXFWLRQ�DQG�
PRELOL]LQJ�ZRUNHUV�DQG�SHDVDQWV�WKURXJK�WKH�%D
WK�SDUW\��+RZHYHU��WKH�SDUW\��
LQLWLDOO\�D�VWURQJKROG�RI�UHMHFWLRQLVP��SXW�LGHRORJLFDO�FRQVWUDLQWV�RQ�$VDG
V�GLSOR��
PDF\��KH�XVHG�KLV�FRQWURO�RI�WKH�DUP\�WR�IUHH�KLPVHOI�RI�WKHVH�FRQVWUDLQWV��+H�
WKHQ�EXLOW�XS�D�SHUVRQDO�FRUH�RI�$ODZL�IROORZHUV�LQ�WKH�VHFXULW\�DSSDUDWXV�WR�JLYH�
KLP�DXWRQRP\�ZLWK�UHJDUG�WR�WKH�DUP\��(FRQRPLF�OLEHUDOL]DWLRQ�LQFRUSRUDWHG�
VHJPHQWV�RI�WKH�ERXUJHRLVLH�LQWR�KLV�FRQVWLWXHQF\��PDNLQJ�KLP�OHVV�GHSHQGHQW�
RQ�WKH�RULJLQDO�UHJLPH�SLOODUV��)LQDOO\��UXWKOHVV�UHSUHVVLRQ�VPDVKHG�JURXSV�QRWD��
EO\�WKH�0XVOLP�%URWKHUKRRG�ZKLFK�DFWLYHO\�FKDOOHQJHG�WKH�UHJLPH��

7KH�UHVXOW�LV�D�YLUWXDO�SUHVLGHQWLDO�PRQRSRO\�RYHU�IRUHLJQ�SROLF\�PDNLQJ��,W�LV�
QRW�VXEMHFW�WR�EXUHDXFUDWLF�SROLWLFV�ZKHUH�KDZNLVK�RU�GRYLVK�IDFWLRQV�PXVW�EH�
FRQVXOWHG�DQG�FDQ�YHWR�$VDG
V�GHFLVLRQV��1RU�FDQ�SXEOLF�RSLQLRQ�GLUHFWO\�FRQ��
VWUDLQ�IRUHLJQ�SROLF\��7KHUH�DUH�FHUWDLQ�GRPHVWLF�FRQVWUDLQWV�RQ�WKH�SUHVLGHQW�EXW�
WKH\�DUH�LQGLUHFW��3ROLWLFDO�ZLVGRP�GLFWDWHV�WKDW�$VDG�WDNH�DFFRXQW�RI�WKH�GRPHVWLF�
FRQVHTXHQFHV�RI�KLV�IRUHLJQ�SROLF\�GHFLVLRQV��+RZHYHU��HYHQ�WKHVH�LQGLUHFW�FRQ��
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VWUDLQWV�FXUUHQWO\��WKH�SROLWLFDO�ULVNV�RI�LQYROYHPHQW�LQ�WKH�SHDFH�SURFHVV�DUH�
GHFOLQLQJ��

,QWUDHOLWH�3ROLWLFV�
$VDG�PXVW�SUHVXPDEO\�EH�HVSHFLDOO\�VHQVLWLYH�WR�HOLWH�RSLQLRQ��,Q�IDFW��KH�GRHV�

WU\�WR�DFKLHYH�DQ�LQWUDHOLWH�FRQVHQVXV�RQ�IRUHLJQ�SROLF\�DQG�HVSHFLDOO\�RQ�WKH�
FRUH�LVVXH�RI�,VUDHO��1RQHWKHOHVV��KH�LV�ZLOOLQJ�WR�EH�RXW�LQ�IURQW�RI�HOLWH�RSLQLRQ��
%RWK�RI�WKHVH�WHQGHQFLHV�ZHUH�DSSDUHQW�LQ�WKH�GLVHQJDJHPHQW�QHJRWLDWLRQV�DIWHU�
WKH������ZDU�ZKHQ�KH�WRRN�SDLQV�WR�FRQVXOW�WKH�SROLWLFDO�HOLWH��LQ�FRQWUDVW�WR�
6DGDW
V�XQLODWHUDOLVP��EXW�LQ�WKH�HQG�SXOOHG�KLV�UHOXFWDQW�FROOHDJXHV�LQWR�WKH�
DJUHHPHQW��,W�LV�FXUUHQWO\�XQOLNHO\�WKDW�WKH�HOLWH�FRXOG�XQLWH�DJDLQVW�$VDG�LI�KH�
GHFLGHV�WR�PDNH�SHDFH��

7KHUH�ZDV�DSSDUHQWO\�VRPH�GLVVHQW�LQ�WKH�WRS�HOLWH�RYHU�MRLQLQJ�WKH�0DGULG�
FRQIHUHQFH��ZKLFK�DFFRPPRGDWHG�IHZ�RI�6\ULD
V�SURFHGXUDO�FRQGLWLRQV��7KH�
$ODZL�VHFXULW\�EDURQV�UHSXWHGO\�IHDUHG�WKDW�SHDFH�WDONV�FRXOG�OHDG�WR�LQWHPDO�
SROLWLFDO�OLEHUDOL]DWLRQ�RU�D�:HVWHUQ�UHDOLJQPHQW�DW�WKHLU�H[SHQVH��$VDG
V�DWWHPSW�
WR�IRUJH�D�FRQVHQVXV�PD\�KDYH�DFFRXQWHG�IRU�WKH�WLPH�ODJ�LQ�DFFHSWLQJ�WKH�$PHU��
LFDQ�LQYLWDWLRQ�WR�WKH�FRQIHUHQFH��EXW�HOLWH�GLVVHQW�GLG�QRW�GHWHU�KLP�IURP�HQWHU��
LQJ�WKH�SURFHVV��

1RU�ZLOO�LW�GHWHU�KLP�IURP�UHDFKLQJ�D�SHDFH�VHWWOHPHQW��6RPH�REVHUYHUV�
WKRXJKW�VHQLRU�VHFXULW\�FKLHI�$O�'XED�DQG�VHYHUDO�RI�KLV�VXERUGLQDWHV�KDG�EHHQ�
ILUHG�E\�$VDG�LQ������WR��UHPRYH����� FHQWHUV�RI�SRZHU�WKDW�FRXOG�UHVLVW�WKH�UH��
VWUXFWXULQJ�RI�WKH�DUP\�LQ�WKH�SRVWSHDFH�HUD����$FWXDOO\��*HQHUDO�'XED�UHPDLQV�LQ�
SRZHU�EXW�D�VKDNH�XS�DPRQJ�KLV�VXERUGLQDWHV�UHIOHFWHG�$VDG
V�SROLF\�RI�SUHYHQW��
LQJ�FLHQWDJH�QHWZRUNV�IURP�FRQJHDOLQJ�LQWR�ILHIGRPV�EH\RQG�KLV�FRQWURO��$V�
ORQJ�DV�WKH�SUHVLGHQW�NHHSV�D�KDQG�RQ�DSSRLQWPHQWV�DQG�GLVPLVVDOV��QR�EDURQ�
FDQ�VWDII�KLV�GRPDLQ�ZLWK�GXUDEOH�FOLHQWV�DQG�VWDQG�DJDLQVW�WKH�SUHVLGHQW��

,W�LV��PRUHRYHU��QRW�D�IRUHJRQH�FRQFOXVLRQ�WKDW�WKH�$ODZL�DQG�PLOLWDU\�HOLWHV�
FDQQRW�DGDSW�WR�SRVWZDU�FRQGLWLRQV��7KH�DUP\�PD\�IHDU�WKDW�LWV�GRPLQDQW�VRFLHWDO�
UROH�ZLOO�EH�WKUHDWHQHG�E\�SHDFH�DQG�,VUDHOL�GHPDQGV�IRU�GRZQVL]LQJ��%XW�PLOL��
WDU\�HOLWHV�ZRXOG�UHWDLQ�NH\�SRVLWLRQV�LQ�WKH�RIILFHU�FRUSV�DQG�VHFXULW\�IRUFHV�HYHQ�
LI�WKHVH�DUH�VFDOHG�GRZQ��7KH�EXVLQHVV�FRQQHFWLRQV�RI�WRS�RIILFHUV�WR�WKH�ERXU��
JHRLVLH�VKRXOG�DOORZ�WKHP�WR�VKDUH�LQ�DQ\�HFRQRPLF�SURVSHULW\�WKDW�DFFRPSDQLHV�
SHDFH��

0RUHRYHU��WKH�6\ULDQ�PLOLWDU\�ZDV�XQQHUYHG�E\�WKH�HDV\�GHIHDW�RI�,UDT�DQG�LV�
DZDUH�WKDW�DQRWKHU�ZDU��LQ�ZKLFK�LW�FRXOG�EH�GHYDVWDWHG��FRXOG�EH�WKH�DOWHUQDWLYH�
WR�WKH�SHDFH�SURFHVV��$VDG�KDV�SRUWUD\HG�WKH�SHDFH�SURFHVV�WR�WKH�DUP\�DV�DQ�
KRQRUDEOH�VWUXJJOH���2XU�VWDQFH�LQ�WKH�EDWWOH�IRU�SHDFH�ZLOO�QRW�EH�OHVV�FRXUD��
JHRXV�WKDQ�RXU�VWDQFHV�RQ�WKH�EDWGHILHOG����

7KH�%D
WK�SDUW\�PLJKW�EH�H[SHFWHG�WR�UHMHFW�D�SHDFH�VHWWOHPHQW�WKDW�WKUHDWHQV�LW�
ZLWK�WKH�ORVV�RI�LWV�QDWLRQDOLVW�UDLVRQ�G
HWUH��<HW�WKH�SDUW\�KDV�EHHQ�GRZQJUDGHG��
GHLGHRORJL]HG��DQG�WXUQHG�LQWR�D�SDWURQDJH�PDFKLQH�ZLWK�OLWWOH�FDSDFLW\�IRU�LQ��
GHSHQGHQW�DFWLRQ��,W�KDV�QRW�PDGH�NH\�GHFLVLRQV��DERYH�DQO�LQ�WKH�IRUHLJQ�SROLF\�
ILHOG��IRU�D�ORQJ�WLPH��5DWKHU��WKH�SDUW\�ODUJHO\�DSSURYHV�DQG�MXVWLILHV�$VDG
V�SROL��
FLHV��7KH�SDUW\�FHQWUDO�FRPPLWWHH�DVVHPEOHG�WKH�UHJLPH�HOLWH�WR�KHDU�$VDG
V�H[��
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SODQDWLRQ�IRU�HQWHULQJ�WKH�SHDFH�SURFHVV�DQG�GLVSHUVHG�WR�MXVWLI\�LW�WR�WKHLU�
FRQVWLWXHQWV��

)LQDOO\��$VDG�LV�LQFUHPHQWDOO\�DOWHULQJ�WKH�VWUXFWXUH�RI�KLV�UHJLPH�WR�HQKDQFH�
KLV�DXWRQRP\�LQ�WKH�WUDQVLWLRQ�WR�SHDFH��+H�KDV�LQFRUSRUDWHG�PRUH�HOHPHQWV�RI�
WKH�ERXUJHRLVLH�PRUH�VHFXUHO\�LQWR�KLV�UHJLPH�WR�EDODQFH�WKH�$ODZLV�DQG�WKH�
%D
WKLVWV��0HPEHUV�RI�ROG�IDPLOLHV�KDYH�EHHQ�FR�RSWHG�LQWR�JRYHUQPHQW��WKH�
FKDPEHUV�RI�FRPPHUFH�DQG�RI�LQGXVWU\�HQMR\�JURZLQJ�DFFHVV�WR�GHFLVLRQ�PDN��
HUV��DQG�EXVLQHVVPHQ�KDYH�EHHQ�UHFUXLWHG�LQWR�SDUOLDPHQW��$�QHZ�ZDYH�RI�OLEHU��
DOL]DWLRQ�PHDVXUHV�LQ�WKH�����V�KDYH�DFFRUGHG�WKH�ERXUJHRLVLH�FRQVLGHUDEO\�
PRUH�SHUVRQDO�DQG�HFRQRPLF�IUHHGRP�WKDQ�KHUHWRIRUH��DQG�LW�KDV�UHVSRQGHG�E\�
GHIHUULQJ�GHPDQGV�IRU�SROLWLFDO�SRZHU��

(FRQRPLF� 3UHVVXUHV�DQG�2SSRUWXQLWLHV�
,W�LV�IUHTXHQWO\�DUJXHG�WKDW�HFRQRPLF�SUHVVXUHV�KDYH�IRUFHG�6\ULD�XQZLOOLQJO\�

LQWR�WKH�SHDFH�SURFHVV�VXJJHVWLQJ�WKDW�LW�LV�QRW�JURXQGHG�LQ�D�VWUDWHJLF�FKDQJH�
LQ�SROLF\��$FWXDOO\��WKHUH�LV�VFDQW�HYLGHQFH�WKDW�$VDG�KDV�HYHU�DOORZHG�HFRQRPLF�
FRQVWUDLQWV�WR�IRUFH�IRUHLJQ�SROLF\�GHFLVLRQV�WKDW�KH�ZRXOG�QRW�RWKHUZLVH�KDYH�
WDNHQ�RQ�VWUDWHJLF�JURXQGV��,Q�IDFW��LW�ZDV�LQ�WKH�����V�ZKHQ�WKH�HFRQRP\�ZDV�LQ�
FULVLV�WKDW�$VDG�ZDV�PRVW�LPSODFDEOH�LQ�KLV��WDFWLFDO�UHMHFWLRQLVW��SROLFLHV��%\�WKH�
����V��ZKHQ�KH�MRLQHG�WKH�SHDFH�SURFHVV��D�FRPELQDWLRQ�RI�DXVWHULW\�DQG�WKH�DLG�
ZLQGIDOO�IURP�WKH�*XOI�:DU�KDG�OLIWHG�WKH�HFRQRP\�RXW�RI�WKH�GROGUXPV���

0RUHRYHU��WKH�HFRQRPLF�FRQVHTXHQFHV�RI�D�SHDFH�VHWWOHPHQW�GR�QRW�VXIIL��
FLHQWO\�DQG�XQLIRUPO\�DWWUDFW�RU�UHSHO�WKH�UHJLPH�WR�EH�D�GHFLVLYH�IDFWRU�LQ�LWV�
IRUHLJQ�SROLF\��,Q�WKH�VKRUW�UXQ��WKH�$UDE�ILQDQFLDO�DLG�WR�ZKLFK�6\ULD�KDV�EHHQ�
HQWLWOHG�DV�D�IURQWOLQH�VWDWH�KDV�GHFOLQHG�DQG�SURYLGHV�OLWWOH�PRWLYH�IRU�DYRLGLQJ�
SHDFH��DV�WKH�$UDE�,VUDHOL�FRQIOLFW�LV�GHIXVHG�UHJLRQ�ZLGH��DQG�EHFDXVH�RI�WKH�
FKURQLF�EXGJHW�GLIILFXOWLHV�RI�WKH�$UDE�RLO�VWDWHV��LW�ZLOO�FRQWLQXH�WR�GHFOLQH�UH��
JDUGOHVV�RI�ZKDW�6\ULD�GRHV�LQ�WKH�SHDFH�QHJRWLDWLRQV��2Q�WKH�RWKHU�KDQG��
DOWKRXJK�SHDFH�LV�OLNHO\�WR�EULQJ�LQFUHDVHG�LQYHVWPHQW��WKH�UHJLPH�LV�OLNHO\�WR�
YLHZ�WKLV�DV�D�PL[HG�EOHVVLQJ�EHFDXVH��UDWKHU�WKDQ�EHLQJ�IXQQHOHG�LQWR�VWDWH�FRI��
IHUV��LW�ZLOO�ODUJHO\�EROVWHU�WKH�SULYDWH�ERXUJHRLVLH�DSSHDVLQJ�EXW�DOVR�VWUHQJWK��
HQLQJ�D�VRFLDO�IRUFH�WKDW�WKH�VWDWH�FDQQRW�ZKROO\�WUXVW��

7KH�UHJLPH�IDFHV�QR�SUHVVXUHV�IURP�D�FDSLWDOLVW�FODVV�IRU�D�SHDFH�VHWWOHPHQW��
,QGHHG��WKH�6\ULDQ�ERXUJHRLVLH�LV�DPELYDOHQW�DERXW�SHDFH��6RPH�6\ULDQ�EXVLQHVV��
PHQ�IHDU�,VUDHOL�GXPSLQJ�RQ�WKH�LQWHUQDO�PDUNHW��6RPH�EHOLHYH�WKDW�6\ULDQ�FRP��
PHUFLDO�DFXPHQ�ZLOO�DOORZ�WKHP�WR�FRPSHWH��ZKLOH�RWKHUV�IHDU�WKDW�6\ULD�ZLOO�IDFH�
FRPSHWLWLRQ�IURP�,VUDHO
V�VXSHULRU�WHFKQRORJ\�LQ�WKH�6DXGL�DQG�*XOI�PDUNHWV�WKH\�
ZDQW�IRU�WKHPVHOYHV�DQG�KRSH� WKDW�$VDG�ZLOO�REVWUXFW�UDSLG�$UDE�,VUDHOL�
QRUPDOL]DWLRQ��

,Q�WKH�ORQJ�UXQ��ERWK�UHJLPH�DQG�ERXUJHRLVLH�UHDOL]H�WKDW�ZLWK�WKH�FROODSVH�RI�
WKH�VRFLDOLVW�EORF��VXVWDLQHG�HFRQRPLF�SURVSHULW\�UHTXLUHV�IXUWKHU�LQFRUSRUDWLRQ�
LQWR�WKH�ZRUOG�FDSLWDOLVW�HFRQRP\��7KLV�GHSHQGV�RQ�D�SHDFH�VHWWOHPHQW��VLQFH�D�
�QR�ZDU�QR�SHDFH��VLWXDWLRQ��LVRODWLQJ�6\ULD�IURP�DQ�$UDE�ZRUOG�DW�SHDFH�ZLWK�
,VUDHO��GRHV�QRW�SURYLGH�D�IDYRUDEOH�LQYHVWPHQW�FOLPDWH��,Q�WKH�VKRUW�UXQ��KRZ��
HYHU��HFRQRPLF�FDOFXODWLRQV�KDYH�QRW�DIIHFWHG�6\ULD
V�QHJRWLDWLQJ�VWUDWHJ\��
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6XVWDLQLQJ�$VDG
V�IRUHLJQ�SROLF\�DXWRQRP\��UHJLPH�VWDELOLW\��DQG�D�VWDEOH�
SHDFH�DOO�GHSHQG�RQ�WKH�ZLOOLQJQHVV�RI�WKH�ERXUJHRLVLH�WR�VXEVWLWXWH�SULYDWH�LQ��
YHVWPHQW�IRU�GHFOLQLQJ�ZDU�UHQW�DQG�DQ�H[KDXVWHG�SXEOLF�VHFWRU��,Q�IDFW��WKH�UH��
JLPH�KDV�EHHQ�DEOH�WR�VWLPXODWH�HQRXJK�QHZ�SULYDWH�LQYHVWPHQW�WR�FRQVROLGDWH�
LWV�HFRQRPLF�EDVH��3ULYDWH�LQYHVWPHQW�QRZ�H[FHHGV�WKDW�RI�WKH�SXEOLF�VHFWRU��/R��
FDO�FDSLWDO�KDV�EHHQ�VXSSOHPHQWHG�E\�*XOI�PRQH\��DQG�H[SDWULDWH�FDSLWDO�LV�WHVW��
LQJ�WKH�ZDWHUV��7KLV�IXHOHG�DQQXDO�JURZWK�UDWHV�RI�DURXQG���SHUFHQW�IURP������
WKURXJK�������DQG�DOWKRXJK�WKDW�KDV�VORZHG�WKHUH�KDV�EHHQ�QR�UHWXUQ�WR�WKH�VWDJ��
QDWLRQ�RI�WKH�����V��

3XEOLF�2SLQLRQ�
$VDG
V�FRQFHQWUDWLRQ�RI�SRZHU�KDV�UHPRYHG�IRUHLJQ�SROLF\�PDNLQJ�IURP�SXE��

OLF�DFFRXQWDELOLW\��6R�SRVLWLRQHG��KH�KDV�EHHQ�DEOH�WR�WDNH�VHYHUDO�XQSRSXODU�IRU��
HLJQ�SROLF\�GHFLVLRQV�GHHPHG�QHFHVVDU\�RQ�VWUDWHJLF�JURXQGV��QRWDEO\�WKH������
LQWHUYHQWLRQ�DJDLQVW�WKH�3/2�LQ�/HEDQRQ��WKH�DOLJQPHQW�ZLWK�,UDQ�LQ�WKH�,UDQ�,UDT�
ZDU��DQG�WKH�VWDQG�DJDLQVW�,UDT�DIWHU�LWV�LQYDVLRQ�RI�.XZDLW��

+RZHYHU��DOO�WKHVH�SROLFLHV�ZHUH�MXVWLILHG�DV�HVVHQWLDO�WR�VWUDWHJ\�LQ�WKH�FRQIOLFW�
ZLWK�,VUDHO��:KHQ�LW�FRPHV�WR�DFWXDOO\�PDNLQJ�SHDFH�ZLWK�,VUDHO��WKH�UHJLPH�FDQ��
QRW�GLVUHJDUG�WKH�QHHG�WR�SURWHFW�LWV�OHJLWLPDF\��$QG�VXFK�OHJLWLPDF\�DV�LW�HQMR\V�
UHVWV�VTXDUHO\�RQ�LWV�FODLP�WR�UHSUHVHQW�WKH�QDWLRQDO�LQWHUHVW�DJDLQVW�,VUDHO��1R�
QDWLRQDOLVW�UHJLPH�HVSHFLDOO\�DQ�$ODZL�GRPLQDWHG�RQH��FDQ��ZLWKRXW�JUDYH�ULVN��
EH�VHHQ�WR�DFFHSW�OHVV�WKDQ�DQ�KRQRUDEOH�VHWWOHPHQW��

%XW�ZKDW�H[DFWO\�GRHV�6\ULDQ�SXEOLF�RSLQLRQ�H[SHFW�IURP�WKH�SHDFH�SURFHVV"�
7KH�YDVW�PDMRULW\�RI�6\ULDQV��WLUHG�RI�\HDUV�RI�FRQIOLFW�DQG�VWDOHPDWH��KDYH�ORQJ�
ZDQWHG�D�SHDFH�VHWWOHPHQW��DOWKRXJK�QRW�DW�DQ\�SULFH��,Q�IDFW��WKH�WUDGLWLRQDO�UH��
JLPH�SRVLWLRQ�FRPSUHKHQVLYH�SHDFH�LQ�UHWXUQ�IRU�ZLWKGUDZDO�IURP�WKH�RFFX��
SLHG�ODQGV��LQFOXGLQJ�WKH�*RODQ�DQG�:HVW�%DQN�UHIOHFWHG�WKH�PDLQVWUHDP�6\ULDQ�
YLHZ�IDLUO\�DFFXUDWHO\��$�VHWWOHPHQW�WKDW�DFKLHYHG�WKLV��IDU�IURP�EHLQJ�D�WKUHDW�WR�
WKH�UHJLPH��ZRXOG�KDYH�DFFRUGHG�LW�D�PDMRU�OHJLWLPDF\�ZLQGIDOO��

+RZHYHU��WKH�EHVW�VHWGHPHQW�WKDW�6\ULD�DSSHDUHG�OLNHO\�WR�REWDLQ�DIWHU�WKH�
2VOR�DFFRUGV�ZRXOG�UHTXLUH�LW�WR�DFFHSW�QRUPDOL]DWLRQ�RI�
UHODWLRQV�ZLWK�,VUDHO�LQ�UHWXUQ�IRU�WKH�*RODQ�ZKLOH�,VUDHO� �� K�
OLNHO\�UHWDLQHG�VXEVWDQWLDO�FRQWURO�RYHU�WKH�:HVW�%DQN�DW� ��T��V���Z�WL�
WKH�H[SHQVH�RI�3DOHVWLQLDQ�QDWLRQDO�ULJKWV��7KLV�LV�QRW� IUHWFWQHaPQ�
HDV\�WR�GHSLFW�DV�WKH�KRQRUDEOH�RXWFRPH�IRU�ZKLFK�$VDG� D�V��QQB� LW�
DVNHG�6\ULDQV�WR�VDFULILFH�IRU�D�TXDUWHU�FHQWXU\��,I�WKHUH� D�

DUH�,VUDHOLV�RQ�WKH�VWUHHWV�RI�'DPDVFXV�ZKLOH�IHUPHQW�
FRQWLQXHV�DPRQJ�WKH�3DOHVWLQLDQV��HVSHFLDOO\�WKRVH�LQ�WKH�GLDVSRUD��LW�ZRXOG�EH��
DW�WKH�OHDVW��SROLWLFDOO\�HPEDUUDVVLQJ�DQG�FRQFHLYDEO\�GHOHJLLPL]LQJ�IRU�WKH�
UHJLPH��

7KLV�LV�QRW�WR�VD\�WKDW�SXEOLF�RSLQLRQ�LV�XQFKDQJLQJ��7KH�6\ULDQ�PHGLD�KDYH�
SURPRWHG�WKH�HFRQRPLF�EHQHILWV�RI�SHDFH�DQG�KDYH�SUHSDUHG�WKH�SXEOLF�IRU�
VRPH�VRUW�RI�QRUPDOL]DWLRQ�RI�UHODWLRQV�ZLWK�,VUDHO��(TXDOO\�LPSRUWDQW��WKHUH�KDV�
EHHQ�D�VHD�FKDQJH�LQ�6\ULDQ�SXEOLF�RSLQLRQ�IROORZLQJ�2VOR��7KH�3DOHVWLQLDQV��
DQG�WKHQ�-RUGDQ�UHDFKHG�VHSDUDWH�GHDOV�ZLWK�,VUDHO�ZLWKRXW�UHJDUG�WR�6\ULDQ�
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LQWHUHVWV��0RVW�6\ULDQV�IHHO�WKDW�6\ULD�FDQQRW�UHMHFW�D�VHWWOHPHQW�WKDW�WKH�3DOHVWLQ��
LDQ�OHDGHUVKLS�LWVHOI�DFFHSWV��7KH�UHJLPH�VXFFHVVIXOO\�DUJXHG�WKDW�WKH�3/2
V�VXE��
PLVVLRQ�WR�,VUDHO�GHSULYHG�6\ULD�RI�WKH�GLSORPDWLF�OHYHUDJH�QHHGHG�WR�KHOS�ZLQ�
WKH�OLEHUDWLRQ�RI�WKH�:HVW�%DQN�DQG�*D]D��0DQ\�6\ULDQV�DUH�QRZ�FRQYLQFHG�WKDW�
6\ULD�PXVW�JLYH�SULRULW\�WR�LWV�RZQ�LQWHUHVW�LQ�UHFRYHULQJ�WKH�*RODQ��$V�$VDG�OD��
PHQWHG�RQ�6\ULDQ�WHOHYLVLRQ���:KDW�FDQ�ZH�GR�VLQFH�WKH�RWKHUV�KDYH�OHIW�XV�DQG�
JRQH�IRUZDUG"���$OO�WKLV�SXW�WKH�UHJLPH�LQ�D�PXFK�EHWWHU�SRVLWLRQ�WR�VHOO�WKH�OHVV��
WKDQ�FRPSUHKHQVLYH�VHWWOHPHQW�WKDW�DSSHDUHG�OLNHO\��

7KHUH�KDV�HYHQ�EHHQ�D�VRUW�RI�EDFNODVK�DJDLQVW�3DQ�$UDE�FRPPLWPHQWV��WXUQ��
LQJ�6\ULDQV�LQZDUG�WR�WKHLU�RZQ�DIIDLUV��,VUDHO�KDV�DOZD\V�DUJXHG�WKDW�WKH�PDLQ�
REVWDFOH�WR�SHDFH�ZDV�WKH�3DQ�$UDE�LGHRORJ\�WKDW�KDG�SXVKHG�6\ULD�WR�FKDPSLRQ�
PRUH�WKDQ�SXUHO\�SDURFKLDO�6\ULDQ�LQWHUHVWV��+RZHYHU��6\ULDQ�QDWLRQDOLVP�VWLOO�KDV�
QRW�EHFRPH�D�YLDEOH�VXEVWLWXWH�IRU�$UDELVP��DQG�UHJLPH�OHJLWLPDF\�UHPDLQV�
OLQNHG�WR�LWV�GHIHQVH�RI�$UDE�QDWLRQDO�LQWHUHVWV�DJDLQVW�,VUDHOL�SHQHWUDWLRQ�RI�WKH�
UHJLRQ��

,Q�VXPPDU\��WKHUH�DUH�QR�LUUHVLVWLEOH�VRFLHWDO�SUHVVXUHV�RQ�WKH�UHJLPH�HLWKHU�WR�
UHMHFW�D�*RODQ�IRU�SHDFH�GHDO�RU�WR�PDNH�FRQFHVVLRQV�WR�,VUDHO�LQ�RUGHU�WR�UHDFK�
RQH��7KLV�LV�LQFRPSDWLEOH�ZLWK��GRPHVWLF�SROLWLFV��PRGHOV�LQ�ZKLFK�IRUHLJQ�SROLF\�
UHVXOWV�IURP�WKH�QHHG�RI�WKH�UHJLPH�WR�PDQDJH�LQWHPDO�LQVWDELOLW\��5DWKHU��JHRSR��
OLWLFDO�LQWHUHVWV�KDYH�GHWHUPLQHG�6\ULDQ�SROLF\�LQ�WKH�SHDFH�SURFHVV��

352&('85(6�$1'�,668(6�,1�7+(�3($&(�352&(66�

7KH�'HIHDW�RYHU�3URFHGXUDO�3DUDPHWHUV�
$VDG�HQWHUHG�WKH�SHDFH�SURFHVV�ZLWK�WKH�DLP�QRW�RI�DEDQGRQLQJ�6\ULD
V�REMHF��

WLYHV�EXW�RI�DGDSWLQJ�KLV�VWUDWHJ\�WR�QHZ�FRQGLWLRQV��%HFDXVH�WKH�*XOI�:DU�DQG�
6RYLHW�GHFOLQH�KDG�VKLIWHG�WKH�EDODQFH�RI�SRZHU�DJDLQVW�WKH�$UDEV��KH�KDG�QR�
DOWHUQDWLYH�WR�8�6��VSRQVRUHG�GLSORPDF\�DQG�WKH�WLPH�VHHPHG�ULJKW�WR�UHDS�WKH�
UHZDUGV�RI�KLV�DGKHVLRQ�WR�WKH�DQWL�,UDT�FRDOLWLRQ��:KLOH�LQ�PLOLWDU\�WHUPV�VWUDWHJLF�
SDULW\�ZLWK�,VUDHO�KDG�UHFHGHG��6\ULD�PLJKW�QRW�EH�DW�VXFK�D�GLVDGYDQWDJH�LQ�D�
PRUH�EURDGO\�GHILQHG�EDODQFH��LQFOXGLQJ��LQWHUQDWLRQDO�OHJLWLPDF\��DQG�WKH�8�6��
LQWHUHVW�LQ�D�SHDFH�VHWWOHPHQW�DLPHG�DW�FRQWDLQLQJ�WKH�IDOORXW�RI�WKH�DQWL�,UDT�
ZDU���0RUHRYHU��WKH�*XOI�FULVLV�KDG�DOORZHG�6\ULD�WR�UHVLWXDWH�LWVHOI�DW�WKH�$UDE�
FHQWHU�DQG�ZHDNHQHG�-RUGDQ�DQG�WKH�3/2��OHDGLQJ�$VDG�WR�WKLQN�KH�KDG�OHVV�WR�
IHDU�IURP�WKHLU�SXUVXLW�RI�VHSDUDWH�GHDOV�ZLWK�,VUDHO��$QG��LI�LWV�LQWHUHVWV�ZHUH�LJ��
QRUHG��6\ULD�FRXOG�VWLOO�SOD\�WKH�UROH�RI�VSRLOHU��

1HYHUWKHOHVV��$VDG
V�ODFN�RI�DQ\�UHDO�DOWHUQDWLYH�WR�WKH�SHDFH�SURFHVV�PHDQW�
WKDW�KH�ZDV�IRUFHG�WR�DFFHSW�WKH�SURFHGXUDO�WHUPV�WKH�8�6��RIIHUHG��7KHVH�ZHUH�
GHVLJQHG�WR�VKDSH�WKH�FRXUVH�RI�WKH�QHJRWLDWLRQV�WR�,VUDHO
V�DGYDQWDJH��$V�D�FRQ��
GLWLRQ�IRU�QHJRWLDWLRQV�$VDG�ORQJ�KDG�LQVLVWHG�RQ�D�SULRU�,VUDHOL�FRPPLWPHQW�WR�
WKH�SULQFLSOH�RI�IXOO�ZLWKGUDZDO��+H�ZDQWHG�D�XQLWHG�$UDE�GHOHJDWLRQ�VR�,VUDHO�
FRXOG�QRW�GLYLGH�WKH�$UDE�SDUWLHV��DQG�D�IXOO�LQWHUQDWLRQDO�FRQIHUHQFH�XQGHU�81�
SDWURQDJH��ZKLFK�FRXOG�EULQJ�LQWHPDWLRQDO�DQG�MRLQW�6RYLHW�$PHULFDQ�SUHVVXUH�
RQ�,VUDHO��
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,Q�IDFW��KRZHYHU��$VDG�DFFHSWHG�WKH�GLUHFW�XQFRQGLWLRQDO�WDONV�WKH�,VUDHOLV�
ZDQWHG��$V�WKH�6RYLHW�8QLRQ
V�LQIOXHQFH�GHFOLQHG��VR�GLG�WKH�SURVSHFWV�IRU�D�WUXH�
LQWHUQDWLRQDO�FRQIHUHQFH�WKDW�ZRXOG�EULQJ�SUHVVXUH�RQ�,VUDHO��LQFUHDVLQJO\��RQO\�
$PHULFDQ�SUHVVXUH�VHHPHG�OLNHO\�WR�FRXQW�
��$VDG�GLG�H[WUDFW�IURP�WKH�8QLWHG�
6WDWHV�DVVXUDQFHV�WKDW�81�5HVROXWLRQV�����DQG�����ZHUH�WKH�OHJDO�EDVLV�RI�WKH�
SHDFH�SURFHVV�DQG�WKDW�:DVKLQJWRQ�GLG�QRW�UHFRJQL]H�,VUDHO
V�DQQH[DWLRQ�RI�WKH�
*RODQ����

&RQILQLQJ�6\ULD�WR�D�%LODWHUDO�7UDFN�
$VDG�KDG�WUDGLWLRQDOO\�LQVLVWHG�WKDW�WKH�SHDFH�KDG�WR�EH�FRPSUHKHQVLYH��+H�

VWLOO�DLPHG�WR�DFKLHYH�D�FRPSUHKHQVLYH�VHWWOHPHQW��EXW�KLV�SURVSHFWV�IRU�GRLQJ�VR�
GHSHQGHG�RQ�RUFKHVWUDWLQJ�D�FRPPRQ�$UDE�IURQW�WKDW�UHIXVHG�WR�VHWWOH�IRU�OHVV��
WKHUHE\�GHPRQVWUDWLQJ�WKDW�,VUDHO�FRXOG�QRW�RWKHUZLVH�KDYH�SHDFH��7R�WKLV�HQG��
$VDG�KRVWHG�VHYHUDO�$UDE�FRRUGLQDWLRQ�PHHWLQJV�LQ�'DPDVFXV��+RZHYHU��D�FRP��
PRQ�$UDE�SRVLWLRQ�SURYHG�LPSRVVLEOH�WR�FRRUGLQDWH��LQ�SDUW�EHFDXVH�WKH�0DGULG�
IRUPXOD�VSHFLILHG�ELODWHUDO�QHJRWLDWLRQV�DQG�KDG�D�EXLOW�LQ�GLVFUHSDQF\�EHWZHHQ�
WKH�6\ULD�,VUDHO�WUDFN��ZKLFK�DLPHG�DW�D�ILQDO�VWDWXV�DJUHHPHQW��DQG�WKH�3DOHVWLQLDQ�
RQH�WKDW�DLPHG�DW�D�PHUHO\�LQWHULP�DUUDQJHPHQW��,Q�DFFHSWLQJ�WKHVH�SURFHGXUDO�
WHUPV��$VDG�ZDV�PDQHXYHUHG�LQWR�D�SRVLWLRQ�ZKHUH�KH�ZRXOG�KDYH�QR�OHYHUDJH�
RYHU�RXWFRPHV�RQ�WKH�3DOHVWLQLDQ�IURQW�DQG�ZKHUH�,VUDHO�ZRXOG�EH�DEOH�WR�GLYLGH�
WKH�$UDE�SDUWLHV��

7KH�ODXQFKLQJ�RI�WKH�PXOWLODWHUDO�QHJRWLDWLRQV�ZDV�DQRWKHU�GHIHDW�IRU�6\ULD��
6\ULD�UHIXVHG�WR�DWWHQG�WKHVH�QHJRWLDWLRQV�RQ�WKH�JURXQGV�WKDW�WKH�UHVROXWLRQ�RI�
LVVXHV�VXFK�DV�ZDWHU�UHVRXUFHV�DQG�HFRQRPLF�FRRSHUDWLRQ�KDG�WR�IROORZ��QRW�SUH��
FHGH��,VUDHOL�WHUULWRULDO�ZLWKGUDZDO��RWKHUZLVH��WKH\�VHUYHG�WKH�,VUDHOL�DWWHPSW�WR�
GUDZ�WKH�$UDE�VWDWHV�LQWR�QRUPDOL]DWLRQ�ZLWKRXW�FRQFHGLQJ�ZLWKGUDZDO��+RZ��
HYHU��WKH�RWKHU�$UDE�SDUWLHV��XQGHU�8�6��SUHVVXUH��GHILHG�$VDG�DQG�SDUWLFLSDWHG�LQ�
WKH�PXOWLODWHUDO�WDONV��:KLOH�WKH�*XOI�$UDE�VWDWHV�DVVXUHG�6\ULD�WKH\�ZRXOG�VLJQ�QR�
DJUHHPHQWV�ZLWK�,VUDHO��WKH\�OLIWHG�WKH�VHFRQGDU\�HFRQRPLF�ER\FRWW���7KLV�VXE��
VWDQWLDOO\�XQGHUFXW�WKH�OHYHUDJH�6\ULD�ZRXOG�JHW�IURP�LWV�DELOLW\�WR�YHWR�$UDE�,V��
UDHOL�QRUPDOL]DWLRQ��'HVSLWH�KLV�UDSLG�ORVV�RI�FRQWURO�RYHU�WKH�SHDFH�SURFHVV��
$VDG�KDG�LQYHVWHG�WRR�PXFK�SROLWLFDO�FDSLWDO�WR�ZLWKGUDZ��

6\ULD
V�0DUJLQDOL]DWLRQ�IURP�WKH�3DOHVWLQLDQ�&DXVH�
6\ULD�KDG�ORQJ�LQVLVWHG�WKDW�SHDFH�KDG�WR�DFKLHYH�3DOHVWLQLDQ�ULJKWV��7KHVH�

ULJKWV�ZHUH�LQWHUSUHWHG�WR�UHTXLUH�WRWDO�,VUDHOL�ZLWKGUDZDO�IURP�WKH�:HVW�%DQN�
DQG�*D]D��D�3DOHVWLQLDQ�VWDWH�RQ�WKLV�ODQG��DQG�WKH�ULJKW�RI�UHIXJHHV�IURP�,VUDHO�
SURSHU�WR��UHSDWULDWLRQ�RU�FRPSHQVDWLRQ���:KLOH�6\ULD�XVXDOO\�KHOG�WKDW�WKH�3DOHV��
WLQLDQV�WKHPVHOYHV�ZRXOG�GHFLGH�ZKDW�VRUW�RI�VROXWLRQ�VDWLVILHG�WKHLU�QDWLRQDO�
ULJKWV��$VDG�SHUPLWWHG�3DOHVWLQLDQ�UHMHFWLRQLVW�IDFWLRQV�LQ�'DPDVFXV�WR�LQVLVW�WKH�
3/2�QHJRWLDWH�IRU�IXOO�,VUDHOL�ZLWKGUDZDO��QRW�PHUH�DXWRQRP\��

$VDG�ORQJ�LQVLVWHG�6\ULD�ZRXOG�QRW�PDNH�D�VHSDUDWH�VHWWOHPHQW���+DG�6\ULD�
WKRXJKW�RI�LWV�RZQ�LQWHUHVW�RQO\�������LW�ZRXOG�KDYH�DFKLHYHG�D�XQLODWHUDO�VROX��
WLRQ�����%XW�LW�GLG�QRW�DQG�ZLOO�QRW�GR�WKLV��7KH�*RODQ�ZDV�RULJLQDOO\�RFFXSLHG�LQ�D�
EDWWOH�ZDJHG�IRU�3DOHVWLQH�����$VDG
V�LQVLVWHQFH��LQ�WDONV�ZLWK�8�6��6HFUHWDU\�RI�
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6WDWH�:DUUHQ�&KULVWRSKHU��WKDW�6\ULD�ZRXOG�QRW�FRQFOXGH�D�VHSDUDWH�VHWWOHPHQW�
DSSDUHQWO\�FRQYLQFHG�,VUDHOL�SULPH�PLQLVWHU�<LW]KDN�5DELQ�WKDW�KLV�LQLWLDO��6\ULD�
ILUVW���RSWLRQ�ZRXOG�QRW�IO\����

,URQLFDOO\��WKLV�OHG�5DELQ�WR�SXUVXH�WKH������2VOR�DJUHHPHQW�ZLWK�WKH�3DOHVWLQL��
DQV��6\ULD�EHOLHYHG�WKLV�DJUHHPHQW�ZDV�GHHSO\�IODZHG��7KHUH�ZDV�QR�HQG�WR�WKH�
RFFXSDWLRQ��QR�ULJKW�RI�UHWXUQ�IRU�WKH�UHIXJHHV��QR�$UDE�ULJKW�WR�-HUXVDOHP��6\ULD�
DQG�LWV�3DOHVWLQLDQ�DOOLHV�TXHVWLRQHG�<DVLU�$UDIDW
V�DXWKRULW\�WR�UHDFK�VXFK�DQ�
DJUHHPHQW�ZLWKRXW�WKH�FRQVHQW�RI�WKH�3DOHVWLQH�1DWLRQDO�&RXQFLO��$VDG�LQVLVWHG�
WKDW��,I�6\ULD�ZDQWHG�WR�REVWUXFW�WKH�DJUHHPHQW�LW�ZRXOG�KDYH�IRLOHG�LW��DQG�LI�LW�
EHFRPHV�FOHDU�WR�XV�WKDW�WKLV�DJUHHPHQW�ZLOO�FUHDWH�PDMRU�GDPDJH��ZH�ZLOO�GR�
VR�����%XW�KH�FRXOG�GR�OLWWOH�WR�RSSRVH�2VOR�ZLWKRXW�MHRSDUGL]LQJ�6\ULD
V�LQFOX��
VLRQ�LQ�WKH�SHDFH�SURFHVV��

7KH�2VOR�DFFRUG�DQG�WKH�VXEVHTXHQW�VHSDUDWH�DJUHHPHQWV�WKDW�,VUDHO�UHDFKHG�
ZLWK�-RUGDQ�DQG�WKH�3/2�SUHFLSLWDWHG�D�6\ULDQ�UHWUHDW�IURP�LWV�GHPDQG�IRU�FRP��
SUHKHQVLYH�,VUDHOL�ZLWKGUDZDO��,I�WKH�3/2�DFFHSWHG�OHVV�WKDQ�IXOO�ZLWKGUDZDO�RQ�
WKH�:HVW�%DQN��FRXOG�6\ULD�FUHGLEO\�LQVLVW�RQ�PRUH�IRU�WKH�3DOHVWLQLDQV"�6\ULD�KDG�
EHHQ�H[FOXGHG�IURP�QHJRWLDWLRQV�RYHU�3DOHVWLQH�E\�WKH�3/2�DV�PXFK�DV�E\�,VUDHO��
$V�VXFK��6\ULD�FRXOG�QHJRWLDWH�RQO\�IRU�WKH�*RODQ��QRW�RQ�EHKDOI�RI�$UDIDW�RU�.LQJ�
+XVVHLQ�L��

6\ULD
V�LQLWLDO�IDOOEDFN�SRVLWLRQ�DSSHDUHG�WR�EH�WKDW�,VUDHO�FRXOG�KDYH�D�SHDFH�
WUHDW\�LQ�H[FKDQJH�IRU�ZLWKGUDZDO�IURP�WKH�*RODQ�EXW�WKDW�6\ULDQ�,VUDHOL�QRUPDOL��
]DWLRQ�ZRXOG�UHTXLUH�WKDW�2VOR�GHYHORS�LQWR�D�FUHGLEOH�VROXWLRQ�IRU�WKH�3DOHVWLQL��
DQV�DQG�EH�SKDVHG�ZLWK�SURJUHVV�RQ�WKH�:HVW�%DQN�DQG�*D]D��$OWHPDWLYHO\��LI�
WKLV�SURYHG�XQUHDOLVWLF��WKH�UHJLPH�FRXOG�DFFHSW�D�VHWWOHPHQW�EXW�LQVLVW�WKDW�WKH�
LGHRORJLFDO�FRQIOLFW�ZLWK�,VUDHO�ZRXOG�FRQWLQXH�XQWLO�DQ�DGHTXDWH�UHVROXWLRQ�RI�
WKH�3DOHVWLQH�LVVXH�ZDV�UHDFKHG����$V�WKH�3DOHVWLQLDQ�DQG�-RUGDQLDQ�WUDFNV�DG��
YDQFHG��$VDG�FRXOG�QRW�UHDGLO\�DIIRUG�WR�EH�OHIW�EHKLQG��E\�������KH�DSSHDUHG�
UHDG\�WR�FXW�KLV�ORVVHV�DQG�FRQFHQWUDWH�RQ�UHFRYHU\�RI�WKH�*RODQ��$V�6\ULD�ZDV�
H[FOXGHG�IURP�WKH�3DOHVWLQLDQ�LVVXH�DQG�-RUGDQ�SXUVXHG�LWV�VHSDUDWH�FRXUVH��WKH�
LPSRUWDQFH�RI�6\ULD
V�SRVLWLRQ�LQ�/HEDQRQ�LQFUHDVHG��$Q�,VUDHOL�ZLWKGUDZDO�IURP�
VRXWKHUQ�/HEDQRQ��OHDYLQJ�/HEDQRQ�ZLWKLQ�6\ULD
V�VSKHUH�RI�LQIOXHQFH��EHFDPH��
IURP�6\ULD
V�SRLQW�RI�YLHZ��DQ�LQWHJUDO�SDUW�RI�DQ\�6\ULDQ�,VUDHOL�VHWWOHPHQW��

7KH�*RODQ�IRU�3HDFH�(TXDWLRQ�
6\ULDQ�,VUDHOL�QHJRWLDWLRQV�VRRQ�EHFDPH�IRFXVHG�DOPRVW�H[FOXVLYHO\�RQ�WKH�

*RODQ�IRU�SHDFH�HTXDWLRQ��$VDG
V�QRQQHJRWLDEOH�FRQGLWLRQ�IRU�SHDFH�LV�UHWXUQ�RI�
WKH�ZKROH�*RODQ�+HLJKWV��,VUDHO�ZDQWV�WR�NHHS�SDUW�RI�WKH�SODWHDX�DV�D�VHFXULW\�
EXIIHU��EHFDXVH�RI�LWV�VHWWOHPHQWV�WKHUH��DQG�EHFDXVH�RI�WKH�*RODQ
V�H[WHQVLYH�
ZDWHU�UHVRXUFHV��%XW�$VDG��ZKR�DV�GHIHQVH�PLQLVWHU�GXULQJ�WKH������ZDU�EHDUV�
FRQVLGHUDEOH�UHVSRQVLELOLW\�IRU�WKH�*RODQ
V�ORVV��FDQQRW�VHWWOH�IRU�OHVV�WKDQ�WKH�
ZKROH��+H�QHHGV�WKH�HQWLUH�WHUULWRU\�EDFN�ERWK�IRU�V\PEROLF�UHDVRQV��WR�UHFRYHU�
WKH�ORVW�KRQRU�RI�WKH������GHIHDW��DQG�IRU�VHFXULW\�UHDVRQV��7KH�*RODQ�FRQVWLWXWHV�
DQ�HVVHQWLDO�GHIHQVLYH�EXIIHU�DJDLQVW�,VUDHO��ZKRVH�SUHVHQFH�RQ�WKH�SODWHDX�
WKUHDWHQV�'DPDVFXV��7KH�VRPH���������6\ULDQV�H[SHOOHG�IURP�WKH�DUHD��ZLWK�QDW��
XUDO�LQFUHDVH��QRZ�RYHU����������DUH�D�SHUPDQHQW�FRQVWLWXHQF\�RQ�EHKDOI�RI�IXOO�
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UHFRYHU\�
���(YHU\�6\ULDQ�EHOLHYHV���$VDG�SURFODLPHG�WR�D�:HVWHUQ�UHSRUWHU���������
WKDW�ZKRVRHYHU�\LHOGV�D�SDUW�RI�KLV�ODQG�LV�D�WUDLWRU��DQG�WKH�IDWH�RI�WUDLWRUV�LV�ZHOO�
NQRZQ�����6WLOO��6\ULD�KDV�VKRZQ�LQFUHDVHG�IOH[LELOLW\�RYHU�WKH�WHUPV�IRU�WKH�*R��
ODQ
V�UHWXUQ��$V�ORQJ�DV�6\ULDQ�VRYHUHLJQW\�RQ�WKH�*RODQ�DQG�LWV�XOWLPDWH�UHWXUQ�LV�
JXDUDQWHHG�LQ�DGYDQFH��WKHUH�FRXOG�EH�D�SKDVHG�VHWWOHPHQW�DQG�GHPLOLWDUL]HG�
]RQHV�DQG�SHDFHNHHSLQJ�IRUFHV�RQ�WKH�SODWHDX��

:KDW�GLG�$VDG�RIIHU�,VUDHO�LQ�UHWXUQ�IRU�WKH�*RODQ"�,VUDHO�GHPDQGHG�D��IXOO�
SHDFH��HQWDLOLQJ��QRUPDOL]DWLRQ�RI�UHODWLRQV���GLSORPDWLF�UHODWLRQV��WUDGH��DQG�
WRXULVP��6\ULD�KDV�RIIHUHG�,VUDHO�D�SHDFH�WUHDW\��EXW�LWV�QHJRWLDWRU��0XZDIIDN�DO��
$OODI��KDV�LQVLVWHG�WKDW�6\ULD�LV�QRW�OHJDOO\�REOLJDWHG�XQGHU�81�5HVROXWLRQV�����RU�
����WR�DFFHSW�RSHQ�ERUGHUV�DQG�IUHH�WUDGH��WKHVH�FRXOG�RQO\�EH�WKH�UHVXOW��QRW�WKH�
SUHFRQGLWLRQ��RI�SHDFH��1RUPDOL]DWLRQ�FDQQRW�EH�LPSRVHG��DV�(J\SWLDQ�,VUDHOL�UH��
ODWLRQV�RXJKW�WR�KDYH�VKRZQ����%XW�ZHUH�FRQILGHQFH�EHWZHHQ�WKH�VWDWHV�WR�JURZ��
DQG�LI�,VUDHO�FRQFHGHG�3DOHVWLQLDQ�ULJKWV�VXFK�DV�UHSDWULDWLRQ�RU�FRPSHQVDWLRQ��
6\ULD�ZRXOG�UHFLSURFDWH�ZLWK�IXOO�QRUPDOL]DWLRQ��)RUHLJQ�0LQLVWHU�)DUXT�DO�6KDUD
�
KDV�GHFODUHG�WKDW�RQFH�SHDFH�ZDV�HVWDEOLVKHG�6\ULD�ZRXOG�EH�UHDG\�WR�GR��HYHU\��
WKLQJ�WKDW�LV�XVXDOO\�GRQH�LQ�LQWHUQDWLRQDO�SUDFWLFH��WR�QRUPDOL]H�UHODWLRQV��EXW�WKLV�
SUDFWLFH�GRHV�QRW�UHTXLUH�D��ZDUP��SHDFH����6\ULD�ZDQWHG�WR�NHHS�WKH�SHDFH�DV�
FROG�DV�SRVVLEOH�DQG�SKDVH�QRUPDOL]DWLRQ�RYHU�DV�ORQJ�D�WLPH�SHULRG�DV�SRVVLEOH��

,VUDHOL�DQG�6\ULDQ�YLHZV�RI�WKH�SRVWSHDFH�0LGGOH�(DVW�DOVR�FODVK��,VUDHO�ZDQWV�
SHDFH�WR�SHUPLW�LWV�LQFRUSRUDWLRQ�LQWR�WKH�0LGGOH�(DVW��6\ULD�DLPV�WR�UROO�LW�EDFN�WR�
DQG�FRQWDLQ�LWV�LQIOXHQFH�ZLWKLQ�LWV�SUH������OLQHV��6\ULD�IHDUV�WKDW�WKH�VRUW�RI�
SHDFH�VKDSLQJ�XS�ZLOO�DEVRUE�-RUGDQ��WKH�3DOHVWLQLDQV��DQG�/HEDQRQ�LQWR�,VUDHO
V�
VSKHUH�RI�LQIOXHQFH�DW�WKH�H[SHQVH�RI�6\ULD
V�UHJLRQDO�DPELWLRQV����,Q�-DQXDU\�
������9LFH�3UHVLGHQW�
$EG�DO�+DOLP�.KDGGDP�GHFODUHG�WKDW�WKH�LGHD�RI�D�0LGGOH�
(DVW�PDUNHW�DLPHG�WR�JLYH�,VUDHO�FRQWURO�RI�$UDE�UHVRXUFHV�DQG��ILQLVK�WKH�$UDEV�
RII�DV�D�IRUFH�����:H�UHIXVH�WR�KDYH�,VUDHO�DV�SDUW�RI�WKH�$UDE�ZRUOG���7KH�$UDE�
ZRUOG�ZDV�D�GLVWLQFW�QDWLRQ��KRPRJHQHRXV�LQ�FXOWXUH��YDOXHV��DQG�LQWHUHVWV��,VUDHO�
FRXOG�QR�PRUH�EH�DVVLPLODWHG�LQWR�LW�WKDQ�0RURFFR�RU�7XUNH\�ZHUH�EHLQJ�DF��
FHSWHG�LQWR�WKH�(XURSHDQ�8QLRQ����,Q�6\ULD
V�YLHZ���WKH�$UDEV
�YHU\�H[LVWHQFH�DQG�
FLYLOL]DWLRQ�LV�WKUHDWHQHG�E\�WKH�LOOXVLRQ�RI�D�PHUJHU�ZLWK�WKH�
0LGGOH�(DVW
�
GHVLJQHG�WR�GULYH�WKH�ODVW�QDLO�LQWR�WKH�FRIILQ�RI�$UDE�QDWLRQDOLVP�DQG�$UDE�
XQLW\�����

7+(�6<,$1�,65$(/,�1(*27,$7,216�352&(66�

7KH�SHDFH�SURFHVV��%D
WK�SDUW\�DVVLVWDQW�VHFUHWDU\�$EGXOODK�DO�$KPDU�WROG�WKH�
SDUW\�UDQNV���LV�DQ�H[WHQVLRQ�LQ�QHZ�IRUP�RI�WKH�OLEHUDWLRQ�EDWWOH��DSSURSULDWH�WR�
WKH�QHZ�FLUFXPVWDQFHV�LQ�WKH�ZRUOG�������� ,QGHHG��6\ULD�DQG�,VUDHO�ERWK�LQLWLDOO\�
YLHZHG�WKH�SHDFH�SURFHVV�DV�D�]HUR�VXP�JDPH��0XWXDO�FRQFHVVLRQV��KRZHYHU��
EURXJKW�WKHLU�SRVLWLRQV�FORVHU�WRJHWKHU��DQG�E\�WKH�PLG�����V��WKH\�VHHPHG�WR�
DFNQRZOHGJH�WKDW�ERWK�FRXOG�EHQHILW�IURP�D�VHWWOHPHQW��1HYHUWKHOHVV��WKH�QHJRWL��
DWLRQV�UHPDLQHG�D�SRZHU�VWUXJJOH�RYHU�WKH�VKDSH�RI�WKH�SHDFH��

/LWWOH�SURJUHVV�ZDV�PDGH�XQWLO�WKH�HOHFWLRQ�RI�WKH�5DELQ�JRYHUQPHQW�ZKHQ��DW�
WKH�VL[WK�URXQG�RI�WKH�QHJRWLDWLRQV�LQ�$XJXVW�������,VUDHO�DFNQRZOHGJHG�WKDW�81�
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5HVROXWLRQ�����DSSOLHG�WR�WKH�*RODQ��%XW�DJDLQVW�6\ULD
V�DWWHPSWV�WR�JHW�,VUDHO�WR�
FRPPLW�WR�IXOO�ZLWKGUDZDO��WKH�,VUDHOLV�LQVLVWHG�WKDW�LW�ZRXOG�EH��RQ���QRW��IURP��
WKH�*RODQ��81�5HVROXWLRQ�����PHUHO\�FDOOHG�IRU��ZLWKGUDZDO�IURP�WHUULWRULHV���QRW�
�DOO�WKH�WHUULWRULHV���WR��VHFXUH�DQG�UHFRJQL]HG�ERUGHUV���DQG�,VUDHOL�VHFXULW\�UH��
TXLUHG�DGMXVWPHQWV�RI�WKH�ERUGHUV��,VUDHO�ZRXOG�QRW�GHWDLO�WKH�H[WHQW�RI�ZLWK��
GUDZDO�XQWLO�6\ULD�FRPPLWWHG�LWVHOI�WR�D��IXOO�SHDFH���0RUHRYHU��,VUDHO�GHPDQGHG�
WKDW�6\ULD�DEDQGRQ�LWV�LQVLVWHQFH�WKDW�D�6\ULDQ�,VUDHOL�DJUHHPHQW�EH�FRQWLQJHQW�RQ�
VHWWOHPHQW�RI�WKH�3DOHVWLQLDQ�LVVXH��

,Q�WKH�VL[WK�URXQG��6\ULD�RIIHUHG�D�SHDFH�WUHDW\�LQ�UHWXUQ�IRU�,VUDHOL�HYDFXDWLRQ�
RI�WKH�*RODQ��GURSSHG�LWV�LQVLVWHQFH�WKDW�HYDFXDWLRQ�SUHFHGH�D�WUHDW\��DQG�DF��
NQRZOHGJHG�WKDW�,VUDHO
V�VHFXULW\�FRQFHUQV�KDG�WR�EH�DGGUHVVHG��%XW�6\ULD�FRQWLQ��
XHG�WR�UHMHFW�WKH�SRVVLELOLW\�RI�SDUWLDO�ZLWKGUDZDO��81�5HVROXWLRQ������LQ�DIILUPLQJ�
WKH��LQDGPLVVLELOLW\�RI�WKH�DFTXLVLWLRQ�RI�WHUULWRU\�E\�IRUFH���FOHDUO\�UHTXLUHG�IXOO�
,VUDHOL�ZLWKGUDZDO��0RUHRYHU��,VUDHOL�FRPPLWPHQW�WR�IXOO�ZLWKGUDZDO�KDG�WR�FRPH�
EHIRUH�6\ULD�ZRXOG�FRPPLW�LWVHOI�WR�GHWDLOLQJ�WKH�QDWXUH�RI�SHDFH��$VDG�IHDUHG�WKDW�
GLVFXVVLQJ�QRUPDOL]DWLRQ�ZRXOG�HQFRXUDJH�WKH�$UDE�VWDWHV�WR�QRUPDOL]H�UHODWLRQV�
ZLWK�,VUDHO��0RUHRYHU��VLQFH�QRUPDOL]DWLRQ�ZRXOG�EH�GLIILFXOW�WR�VHOO�DW�KRPH��KH�
GLG�QRW�ZDQW�WR�FRPPLW�KLPVHOI�WR�SD\LQJ�WKLV�SULFH�ZLWKRXW�WKH�FHUWDLQW\�RI�IXOO�
ZLWKGUDZDO�LQ�UHWXUQ��

$VDG
V�UHDGLQHVV�WR�FRQWLQXH�WKH�SHDFH�SURFHVV�GHVSLWH�,VUDHO
V�'HFHPEHU�
�����H[SXOVLRQ�RI�WKH�IRXU�KXQGUHG�3DOHVWLQLDQ�,VODPLVWV�DQG�KLV�FRRSHUDWLRQ�LQ�
WKH�UHVROXWLRQ�RI�WKH�VXPPHU������VRXWKHUQ�/HEDQRQ�FULVLV�OHG�,VUDHO�WR�YLHZ�
$VDG��DFFRUGLQJ�WR�)RUHLJQ�0LQLVWHU�3HUHV��DV�D�VHULRXV�QHJRWLDWLQJ�SDUWQHU�ZKR�
ZDQWHG�SHDFH��6\ULD�ZDV�DFWXDOO\�SRUWUD\HG�DV�D�EXOZDUN�DJDLQVW�WKH�VSUHDG�RI�
�.KRPHLQLVP���ZKLFK�5DELQ�FRQVLGHUHG�,VUDHO
V�PDLQ�VHFXULW\�WKUHDW����6WLOO��3HUHV�
GHFODUHG�WKDW��$VDG
V�LGHD�RI�SHDFH�LV�SUHVHQWO\�WHFKQLFDO�ZLWKRXW�GLSORPDWLF�
UHODWLRQV�RU�RSHQ�ERUGHUV��7KDW�LV�QRW�SHDFH��)RU�WKDW�D�PXFK�ORZHU�SULFH�WKDQ�
$VDG�H[SHFWV�VKRXOG�EH�SDLG�����&KULVWRSKHU�EURXJKW�WR�,VUDHO�WKH�PHVVDJH�WKDW�
$VDG�XQGHUVWRRG�WKDW�SHDFH�ZRXOG�QRW�EH�PHUHO\�VLJQLQJ�D�SLHFH�RI�SDSHU�RU�
FRQILQHG�WR�D�VWDWH�RI�QRQEHOOLJHUHQF\��

7R�EUHDN�WKH�LPSDVVH��6\ULDQ�QHJRWLDWRU�$OODI�SXW�IRUWK�D�IRUPXOD�XQGHU�ZKLFK�
WKH�PRUH�ODQG�,VUDHO�FRQFHGHG�WKH�PRUH�SHDFH�LW�FRXOG�KDYH��$�WRWDO�SHDFH�FRXOG�
EH�KDG�IRU�WRWDO�ZLWKGUDZDO��,VUDHO�VDLG�WKDW�WKH�GHSWK�RI�ZLWKGUDZDO�ZRXOG�FRUUH��
VSRQG�WR�WKH�VFRSH�RI�SHDFH��,VUDHOL�QHJRWLDWRU�,WDPDU�5DELQRYLFK�H[SODLQHG�WKDW�
,VUDHO
V�UHIXVDO�SXEOLFO\�WR�RIIHU�IXOO�ZLWKGUDZDO�RQO\�PHDQW�,VUDHO�ZRXOG�QRW�
SOHGJH�LW�LQ�DGYDQFH��6\ULD�LQVLVWHG�WKDW�DQ\�H[SOLFLW�DQQRXQFHPHQW�RI�LWV�UHDGL��
QHVV�IRU�IXOO�SHDFH�ZDV�FRQGLWLRQDO�RQ�D�FOHDU�WLPHWDEOH�IRU�IXOO�ZLWKGUDZDO��,VUDHOL�
GHSXW\�IRUHLJQ�PLQLVWHU�<RVVL�%HLOLQ�REVHUYHG�WKDW�FRQVLGHUDEOH�RYHUODS�LQ�WKH�
SRVLWLRQV�RI�WKH�WZR�VLGHV�QRZ�H[LVWHG��%XW�HDFK�VLGH�ZDQWHG�WKH�RWKHU�SXEOLFO\�
WR�FRPPLW�LWVHOI�ILUVW��

7KH�6HSWHPEHU������3/2�,VUDHOL�DFFRUG�VWDOOHG�SURJUHVV�LQ�WKH�6\ULDQ�,VUDHOL�
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QHJRWLDWLRQV�DQG�PD\�KDYH�DERUWHG�DQ�DJUHHPHQW��5DELQ�
GHFODUHG�WKDW�LW�ZDV�SUHIHUDEOH�WR�KDYH�D�SDUWLDO�ZLWK�� ��V��
GUDZDO�RQ�WKH�3DOHVWLQLDQ�IURQW�WR�D�IXOO�RQH�IURP�WKH� $&��� N�SR�
*RODQ�DQG�WKDW�WKH�2VOR�$FFRUG�JDYH�,VUDHO��IUHHGRP�RI� �� Z���6�������������
PDQHXYHUDELOLW�
�WRZDUG�6\ULD��,VUDHO�ZRXOG�KDYH�WR� KJRDWCDQP��
GLJHVW�WKH�3/2�GHDO�EHIRUH�PRYLQJ�RQ�WKH�6\ULDQ�WUDFN��� �� 
GQD
HPQ�

7KH�3/2�,VUDHOL�DJUHHPHQW�DOVR�XQGHUPQLQHG�6\ULD
V�
OHYHUDJH�E\�SUHFLSLWDWLQJ�D�UXVK�WRZDUG�QRUPDOL]DWLRQ��6\ULD�FDOOHG�IRU�WKH�$UDEV�
WR�VWDQG�ILUP�RQ�WKH�HFRQRPLF�ER\FRWW�DJDLQVW�,VUDHOL��SHQHWUDWLRQ�RI�WKH�$UDE�
PDUNHW�DQG�VRXO���$Q\�$UDE�VWDWH�WKDW�QRUPDO]HG�ZLWK�,VUDHO�ZRXOG�EH�VHUYLQJ�LWV�
DWWHPSW�WR�LPSRVH�KHJHPRQ\�RQ�WKH�$UDEV��,VUDHO�DVSLUHG�WR�XVH�LWV�WDPH�3DOHVWLQ��
LDQ�HQWLW\�WR�EHFRPH�WKH�QXFOHXV�RI�D�QHZ�0LGGOH�(DVW�RUGHU�H[FOXGLQJ�6\ULD����

,VUDHO��VHQVLQJ�WKDW�LW�KDG�DFTXLUHG�QHZ�OHYHUDJH�IURP�WKH�2VOR�$FFRUG��
SUHVVHG�IRU�D�VXPPLW�ZLWK�$VDG��3HUHV�DQQRXQFHG�WKDW�WR�JHW�DQ�,VUDHOL�ZLWK��
GUDZDO�FRPSDUDEOH�WR�WKDW�LQ�WKH�6LQDL��$VDG�ZRXOG�KDYH�WR�GHDO�ZLWK�,VUDHO�DV�
6DGDW�KDG�GRQH��6\ULD�EHOLHYHG�D�VXPPLW�ZRXOG�IDFLOLWDWH�,VUDHO
V�FDPSDLJQ�IRU�
QRUPDOL]DWLRQ�ZLWKRXW�ZLWKGUDZDO��$VDG�LQVLVWHG�WKDW��SHDFH�UHTXLUHV�ORQJ�DQG�
DUGXRXV�GLVFXVVLRQV�WKDW�FDQQRW�EH�FDUULHG�RXW�DW�VXPPLWV��3HDFH�PD\�EULQJ�VXFK�
PHHWLQJV�EXW�VXFK�PHHWLQJV�FDQQRW�EULQJ�SHDFH�����

6\ULD�ORRNHG�WR�WKH�-DQXDU\������&OLQWRQ�$VDG�PHHWLQJ�WR�UHVWDUW�WKH�6\ULDQ��
,VUDHOL�WUDFN��$W�WKLV�PHHWLQJ��$VDG�DJUHHG�WR��HVWDEOLVK�QRUPDO�UHODWLRQV�LQ�WKH�
DUHD��EXW�UHIXVHG�WR�VSHFLI\�ZKDW�WKLV�HQWDLOHG���:H�ZLOO�UHVSRQG�WR�WKH�UHTXLVLWHV�
RI�SHDFH��%XW�WLV� ���� ZLOO�KLQJH�RQ�WKH�GLVFXVVLRQV�DW�WKH�QHJRWLDWLRQ�WDEOH��QRW�
KHUH�DW�WLV� SUHVV�FRQIHUHQFH���&OLQWRQ�DQQRXQFHG�WKDW�$VDG�KDG�PDGH�D�ILUP�
FRPQLWPHQW�WR�QRUPDOL]H�UHODWLRQV�ZLWK�,VUDHO�PHDQLQJ�RSHQ�ERUGHUV��IUHH�
WUDGH��DQG�GLSORPDWLF�UHODWLRQV��5DELQ��KRZHYHU��LQWHUSUHWHG�$VDG�WR�KDYH�PDGH�
QRUPDOL]DWLRQ�FRQGLWLRQDO�RQ�,VUDHO�ZLWKGUDZDO�IURP�WKH�:HVW�%DQN�DQG�*D]D����

5DELQ
V�LQWHUHVW�LQ�WKH�6\ULDQ�WUDFN�UHYLYHG�LQ������DV�QHJRWLDWLRQV�ZLWK�WKH�
3/2�ERJJHG�GRZQ��,KH�,VUDHOL�SUHVV�ZDV�IXOO�RI�FODLPV�WKDW�5DELQ�KDG�DFFHSWHG�
WKH�SULQFLSOH�RI�IXOO�ZLWKGUDZDO�IURP�WKH�*RODQ��5DELQ�SXEOLFO\�VWDWHG�WKDW�SHDFH�
ZDV�PRUH�LPSRUWDQW�WKDQ�NHHSLQJ�FHUWDLQ�VHWWOHPHQWV�RQ�WKH�*RODQ��+RZHYHU��KH�
FRPPLWWHG�KLPVHOI�WR�VXEPLWWLQJ�DQ\�WUHDW\�ZLWK�6\ULD�WR�D�SXEOLF�UHIHUHQGXP��
7KLV�ZDV�WR�IRUFH�$VDG�WR�DSSHDO�IRU�SHDFH�GLUHFWO\�WR�WKH�,VUDHOL�SXEOLF��EXW�LW�DOVR�
HQWDLOHG�WKH�ULVN�WKDW�6\ULD�PLJKW�PDNH�GLIILFXOW�FRQFHVVLRQV�WR�UHDFK�DQ�DJUHH��
PHQW�RQO\�WR�KDYH�LW�UHMHFWHG�E\�WKH�,VUDHOL�SXEOLF��6\ULD�IHDUHG�WKDW�,VUDHO
V�KLQWV�
RI�IXOO�ZLWKGUDZDO�ZHUH�PHUHO\�WDFWLFDO�LQ�RUGHU�WR�SUHYHQW�WKH�6\ULDQV�IURP�XQ��
GHUPLQLQJ�WKH�2VOR�DJUHHPHQW�DQG�WR�SUHVVXUH�$UDIDW�ZLWK�WKH�SURVSHFW�RI�EHLQJ�
E\SDVVHG�RQ�WKH�6\ULDQ�WUDFN��$VDG�VXPPDUL]HG�WKH�VLWXDWLRQ�DV�KH�VDZ�LW���:H�
VDLG�IXOO�SHDFH�EXW�5DELQ�KDVQ
W�VDLG�IXOO�ZLWKGUDZDO�����

7KH�$PHULFDQV�SHUVXDGHG�ERWK�VLGHV�WR�OHDSIURJ�D�IRUPDO�DJUHHPHQW�RQ�WKH�
FRUH�LVVXHV�DQG�EHJLQ�QHJRWLDWLRQV�LQ������RQ�VHFRQGDU\�PDWWHUV�WKDW�ZRXOG�KDYH�
WR�EH�UHVROYHG�LQ�DQ\�DFWXDO�ZLWKGUDZDO��2QH�VXFK�LVVXH�ZDV�WKH�PHDQLQJ�RI�IXOO�
,VUDHO�ZLWKGUDZDO��6\ULD�DUJXHG�WKDW�LW�PHDQW�DQ�,VUDHOL�UHWXUQ�WR�WKH�ERUGHUV�
EHIRUH�������ZKLFK�OHIW�6\ULD�VRPH�DFFHVV�WR�/DNH�7LEHULDV��,VUDHO�LQVLVWHG�WKDW�WKH�
LQWHUQDWLRQDO�ERXQGDU\�PHDQW�WKH�SUH������ERUGHUV��ZKLFK�SODFHG�WKH�ODNH�HQ��
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WLUHO\�LQ�LWV�WHUULWRU\��6\ULD�FRXOG�QRW�EH�DOORZHG�WR�UHWXUQ�WR�WKH�QRUWKHUQ�VKRUH�RI�
/DNH�7LEHULDV��,VUDHO
V�ZDWHU�UHVHUYH��7KH�*RODQ�LWVHOI��PRUHRYHU��LV�ULFK�LQ�VFDUFH�
ZDWHU�UHVRXUFHV��DQG�WKH�KHDGZDWHUV�RI�WKH�-RUGDQ�5LYHU��ZKLFK�,VUDHO�XVHV�H[WHQ��
VLYHO\��ULVH�LQ�WKH�*RODQ��,VUDHO�LQVLVWHG�WKDW�DQ�DJUHHPHQW�RQ�WKH�VKDULQJ�RI�WKHVH�
UHVRXUFHV�ZRXOG�EH�UHTXLUHG��ZKLFK�6\ULD�FRQFHGHG����

7LPLQJ�ZDV�D�PDMRU�VWXPEOLQJ�EORFN��,VUDHO�SURSRVHG�D�WKUHH�VWDJH�*RODQ�
ZLWKGUDZDO�RYHU�ILYH�\HDUV��$IWHU�D�PLQRU�SXOOEDFN��IURP�FHUWDLQ�'UX]H�YLOODJHV���
6\ULD�ZRXOG�KDYH�WR�HVWDEOLVK�GLSORPDWLF�UHODWLRQV�ZLWK�,VUDHO�DQG�VDWLVI\�,VUDHO�
WKDW�LW�ZDV�LPSOHPHQWLQJ�QRUPDOL]DWLRQ�EHIRUH�IXUWKHU�ZLWKGUDZDOV��6\ULD�ZDQWHG�
IXOO�ZLWKGUDZDO�ZLWKLQ�D��UHDVRQDEOH��WLPH�IUDPH�RI�DERXW�D�\HDU��3RLQWLQJ�WR�
,VUDHO
V�UHOXFWDQFH�WR�IXOILOO�WKH�2VOR�$FFRUG��$VDG�UHMHFWHG�DQ\�DJUHHPHQW�WKDW�OHIW�
WKH�RXWFRPH�WR�,VUDHO
V�GLVFUHWLRQ�DQG�UHIXVHG�QRUPDOL]DWLRQ�SULRU�WR�IXOO�
ZLWKGUDZDO��

$V�,VUDHO�LQFKHG�FORVHU�WR�DJUHHLQJ�WR�D�IXOO�ZLWKGUDZDO�IURP�WKH�*RODQ��LW�LQ��
VLVWHG�RQ�VHFXULW\�VXEVWLWXWHV�IRU�WHUULWRU\��,WV�PD[LPXP�SRVLWLRQ�LQFOXGHG�GLV��
PDQWOLQJ�6\ULDQ�FKHPLFDO�ZHDSRQV�DQG�D�UDGLFDO�UHGXFWLRQ��E\�SHUKDSV�RQH�KDOI��
LQ�WKH�6\ULDQ�VWDQGLQJ�DUP\��:KLOH�6\ULD
V�UHJXODU�DUP\�LV�PXFK�ODUJHU�WKDQ�
,VUDHO
V��VXFK�GHPDQGV�ZRXOG�GHPROLVK�6\ULD
V�GHWHUUHQW�SRVWXUH�JLYHQ�,VUDHO
V�
QXFOHDU�PRQRSRO\�DQG�6\ULD
V�LQDELOLW\�UDSLGO\�WR�PRELOL]H�UHVHUYHV����

,VUDHO�DOVR�ZDQWHG�D�OLPLWHG�IRUFHV�]RQH�UHTXLULQJ�D�YLUWXDO�6\ULDQ�SXOOEDFN�WR�
'DPDVFXV��6\ULD�DFFHSWHG�GHPLOLWDUL]DWLRQ�RI�WKH�*RODQ�EXW�ZDQWHG�HTXDO�OLPLWHG�
IRUFHV�]RQHV�RQ�ERWK�VLGHV�RI�WKH�ERUGHU��ZKLFK�,VUDHO�UHIXVHG����,Q�-XQH�������
6\ULD�FRQFHGHG�WKDW�GHPLOLWDUL]HG�]RQHV�ZRXOG�QRW�KDYH�WR�EH�HTXDO��FRQFHGLQJ�D�
�����UDWLR�LQ�,VUDHO
V�IDYRU��DQG�,VUDHO�UHSXWHGO\�DFFHSWHG�PXFK�UHGXFHG�OLPLWHG�
IRUFHV�]RQHV��7KH�QHJRWLDWLRQV�VWDOOHG�RYHU�DQ�,VUDHOL�GHPDQG�IRU�DQ�HDUO\�ZDUQ��
LQJ�VWDWLRQ�RQ�0RXQW�+HUPRQ��6\ULD�LQVLVWHG�WKDW�DHULDO�RU�VDWHOOLWH�VXUYHLOODQFH�
ZDV�DGHTXDWH�DQG�WKDW�D�FRQWLQXHG�,VUDHOL�SUHVHQFH�WKHUH�ZRXOG�EH�DQ�DIIURQW�WR�
6\ULDQ�VRYHUHLJQW\��7R�$VDG��,VUDHO
V�LQVLVWHQFH�RQ�WKLV�REYLRXVO\�XQDFFHSWDEOH�
FRQFHVVLRQ�ZDV�HYLGHQFH�WKDW�5DELQ�ZDV�QRW�\HW�UHDG\�WR�UHDFK�D�VHWWOHPHQW�7KH�
QHJRWLDWLRQV�ZHUH�JLYHQ�D�QHZ�ERRVW�E\�WKH�FKDQJH�RI�OHDGHUVKLS�LQ�,VUDHO�DIWHU�
5DELQ
V�DVVDVVLQDWLRQ��3ULPH�0LQLVWHU�3HUHV�VHHPHG�PRUH�LQWHUHVWHG�LQ�D�VHWWOH��
PHQW�ZLWK�6\ULD��+RZHYHU��QR�EUHDNWKURXJKV�ZHUH�IRUWKFRPLQJ�DQG�WKH������
+DPDV�ERPELQJV�LQ�,VUDHO�DQG�WKH�,VUDHOL�HOHFWLRQ�FDPSDLJQ�SURPSWHG�3HUHV�WR�
VXVSHQG�QHJRWLDWLRQV��

7KH�0D\������/LNXG�HOHFWLRQ�YLFWRU\�SXW�DQ�,VUDHOL�6\ULDQ�SHDFH�VHWWOHPHQW�LQ�
JUDYH�MHRSDUG\��+RZHYHU��WKH�FODLP�WKDW�$VDG�IDLOHG�WR�UHDFK�DQ�DJUHHPHQW�ZLWK�
WKH�/DERU�JRYHUQPHQW�EHFDXVH�KH�QHYHU�ZDQWHG�RQH�GRHV�QRW�VWDQG�VFUXWLQ\��,I�
KH�ZDV�QRW�VHULRXV�DERXW�SHDFH�KH�QHHG�QHYHU�KDYH�PDGH�WKH�PDQ\�FRQFHVVLRQV�
ZKLFK�SXW�DQ�DJUHHPHQW�ZLWKLQ�VWULNLQJ�GLVWDQFH��,W�ZDV�,VUDHO��QRW�6\ULD��WKDW�
VXVSHQGHG�WKH�QHJRWLDWLRQV��

6\ULD
V�LQWHQWLRQV�KDYH�EHHQ�TXHVWLRQHG�EHFDXVH�LW�KRVWHG�WKH�RIILFHV�RI�UHMHF��
WLRQLVW�JURXSV��LQFOXGLQJ�+DPDV�DQG�,VODPLF�-LKDG��ZKRVH�WHUURULVW�DWWDFNV�LQ�
,VUDHO�DUJXDEO\�FRQWULEXWHG�WR�WKH�HOHFWLRQ�RI�1HWDQ\DKX��+RZHYHU��WKHVH�JURXSV�
DUH�QRW�XQGHU�6\ULDQ�FRQWURO��WKH\�DUH�LQGLJHQRXV�WR�WKH�RFFXSLHG�WHUULWRULHV��DQG�
WKHLU�YLROHQFH�LV�HVVHQWLDOO\�D�IXQFWLRQ�RI�UDJH�DW�,VUDHO
V�UHOXFWDQFH�WR�HYDFXDWH�
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WKHVH�DUHDV��)RU�6\ULD��,VODPLVW�YLROHQFH�LV�D�OHJLWLPDWH�H[SUHVVLRQ�RI�QDWLRQDO�
UHVLVWDQFH�WR�RFFXSDWLRQ��)DU�IURP�EHLQJ�D�PDQLIHVWDWLRQ�RI�6\ULDQ�UHMHFWLRQLVP��
6\ULD�KDV�YLHZHG�WKHLU�DFWLYLVP�DV�VWUHQJWKHQLQJ�LWV�KDQG�LQ�WKH�SHDFH�SURFHVV�E\�
GHPRQVWUDWLQJ�WKDW�,VUDHO�FDQQRW�KDYH�ERWK�ODQG�DQG�SHDFH��

,W�FDQ�PRUH�SODXVLEO\�EH�DUJXHG�WKDW�$VDG�HUUHG�LQ�QRW�UHDFKLQJ�DQ�DJUHHPHQW�
ZLWK�WKH�/DERU�JRYHUQPHQW��+RZHYHU��WKHUH�LV�QR�HYLGHQFH�WKDW�WKH�PDQ\�FRQ��
FUHWH�GLIIHUHQFHV�EHWZHHQ�WKH�WZR�VLGHV�KDG�DFWXDOO\�EHHQ�UHVROYHG�ZKHQ�QHJRWL��
DWLRQV�ZHUH�VXVSHQGHG��$VDG�UHIXVHG�WR�DOORZ�,VUDHO�WR�XVH�WKH�SRVVLELOLW\�RI�D�
/LNXG�YLFWRU\�WR�VWDPSHGH�KLP�LQWR�IXUWKHU�FRQFHVVLRQV�RU�LQWR�D�YDJXH��SLHFH��
PHDO��DQG�RSHQ�HQGHG�DJUHHPHQW�OLNH�2VOR��6\ULD
V�QHJRWLDWLQJ�VWUDWHJ\�KDV�DO��
ZD\V�EHHQ�WR�LQVLVW�RQ�GHWDLOHG��FRPSUHKHQVLYH��DQG�LURQFODG�DJUHHPHQWV��
,VUDHO
V�DUELWUDU\�LQWHUSUHWDWLRQ�RI�WKH�2VOR�DFFRUGV�DW�WKH�3/2
V�H[SHQVH�FRXOG�
RQO\�KDYH�UHLQIRUFHG�$VDG
V�GHWHUPLQDWLRQ�QRW�WR�EH�VLPLODUO\�WUDSSHG��6SHFLIL��
FDOO\��KH�ZRXOG�DFFHSW�QR�DJUHHPHQW�ZLWKRXW�D�GHILQLWH�WLPHWDEOH�IRU�,VUDHOL�ZLWK��
GUDZDO�RU�RQH�ZKLFK�OHIW�ZLWKGUDZDO�FRQWLQJHQW�RQ�,VUDHOL�VDWLVIDFWLRQ�ZLWK�WKH�
SURJUHVV�RI�QRUPDOL]DWLRQ��

,I��DV�VHHPV�OLNHO\��1HWDQ\DKX�UHIXVHV�WR�UHWXUQ�WKH�IXOO�*RODQ�+HLJKWV�WR�6\ULD��
WKHUH�LV�OLWWOH�FKDQFH�RI�D�6\ULDQ�,VUDHOL�SHDFH��$VDG�ZLOO�SUREDEO\�GHFLGH�WR�ELGH�
KLV�WLPH�XQWLO�WKHUH�LV�D�IXUWKHU�FKDQJH�LQ�,VUDHOL�OHDGHUVKLS�RU�VWUDWHJ\�RU�D�
IDYRUDEOH�VKLIW�LQ�WKH�EDODQFH�RI�SRZHU��6\ULD�VWLOO�UHWDLQV�FRQVLGHUDEOH�OHYHUDJH�
LQ�0LGGOH�(DVW�SHDFH�GLSORPDF\��$UJXDEO\��ZLWKRXW�6\ULD
V�LPSULPDWXU�QR�$UDE��
,VUDHOL�SHDFH�FDQ�EH�OHJLWLPDWH�DQG�KHQFH�GXUDEOH��,I�LWV�LQWHUHVWV�DUH�QRW�VDWLVILHG��
6\ULD�FDQ�REVWUXFW�,VUDHO
V�IXOO�LQFRUSRUDWLRQ�LQWR�WKH�0LGGOH�(DVW��LI�WKH�/LNXG�
EDFNSHGDOV�RQ�,VUDHO
V�FRPPLWPHQWV�WR�SHDFH��LW�ZLOO�HQKDQFH�6\ULD
V�DELOLW\�WR�
IRUFH�D�KDOW�LQ�IXUWKHU�$UDE�,VUDHOL�QRUPDOL]DWLRQ��,I�WKH�/LNXG�JRYHUQPHQW
V�PDLQ�
FRQFHUQ�LV�VHFXULW\��D�SHDFH�DJUHHPHQW�ZLWK�6\ULD�RIIHUV�WKH�PRVW�SUDFWLFDO�RS��
SRUWXQLW\�WR�QHXWUDOL]H�WKH�PDLQ�PLOLWDU\�WKUHDW�,VUDHO�IDFHV��7KH�WKUHDWV�RI�,VODPLF�
IXQGDPHQWDOLVP�DQG�,VUDHO
V�YXOQHUDELOLW\�WR�FKHPLFDOO\�RU�ELRORJLFDOO\�DUPHG�
PLVVLOHV�FRXOG�DOVR�EH�PXFK�UHGXFHG�E\�D�6\ULDQ�SHDFH�� ,I�6\ULD�UHPDLQV�H[��
FOXGHG�IURP�D�VHWWOHPHQW��LW�FDQ�FRQWLQXH�WR�WKUHDWHQ�,VUDHOL�VHFXULW\�LQ�VPDOO�EXW�
ERWKHUVRPH�ZD\V��$VDG�FRXOG�HQFRXUDJH�+L]EDOODK�SUHVVXUH�RQ�,VUDHO
V��VHFXULW\�
]RQH��LQ�/HEDQRQ��+H�FRXOG�DWWHPSW�WR�PRELOL]H�WKH�VLJQLILFDQW�QXPEHUV�RI�GLDV��
SRUD�3DOHVWLQLDQV�DEDQGRQHG�DQG�HPELWWHUHG�E\�WKH�2VOR�DJUHHPHQW��$QWL�2VOR�
JURXSV�VXFK�DV�+DPDV�DQG�$KPDG�-LEULO
V�3)/3�*&�FDQ�SXOO�RII�VSHFWDFXODU�DQWL��
,VUDHOL�RSHUDWLRQV��6XFK�D�VWUDWHJ\�ZRXOG�EH�ULVN\��EXW�6\ULD�SUREDEO\�UHWDLQV�D�
VXIILFLHQW�PLOLWDU\�GHWHUUHQW�DJDLQVW�,VUDHO�WR�PDNH�LW�OHVV�WKDQ�VXLFLGDO��)LQDOO\��
6\ULD�FDQ�FRQWLQXH�WR�H[SORLW�:DVKLQJWRQ
V�EHOLHI�WKDW�WKH�PDLQ�WKUHDWV�WR�UHJLRQDO�
VWDELOLW\��,UDT�DQG�,UDQ��FRXOG�EH�QHXWUDOL]HG�LI�6\ULD�ZDV�SXOOHG�LQWR�D�SHDFH�VHW��
WOHPHQW����FRQYHUVHO\��D�6\ULD�DOLHQDWHG�IURP�WKH�SHDFH�SURFHVV��LQ�DOOLDQFH�ZLWK�
,UDQ��DQG�SRWHQWLDOO\�,UDT��FRXOG�FRQFHLYDEO\�GHVWDELOL]H�WKH�0LGGOH�(DVW��

&21&/86,21�

$VDG�LV�XQGRXEWHGO\�DPELYDOHQW�DERXW�WKH�NLQG�RI�SHDFH�ZLWK�,VUDHO�WKDW�
VHHPV�DWWDLQDEOH�DIWHU�2VOR��6\ULD�FRXOG�ORVH�LWV��IURQWOLQH��UHJLRQDO�UROH�DQG�
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PXFK�RI�WKH�$UDE�DLG�WR�ZKLFK�WKLV�KDV�HQWLWOHG�LW��DOWKRXJK�UHIXVDO�RI�D�UHDVRQ��
DEOH�VHWWOHPHQW�ZRXOG�SUREDEO\�MHRSDUGL]H�ZKDW�OLWWOH�DLG�LW�VWLOO�JHWV��7KH�3DOHV��
WLQLDQV�DQG�-RUGDQ�PD\�EH�SXOOHG�LQWR�DQ�,VUDHOL�VSKHUH�RI�LQIOXHQFH��DOWKRXJK�WKLV�
LV�SHUKDSV�DOUHDG\�D�IDLW�DFFRPSOL��7KH�DOOLDQFH�ZLWK�,UDQ�DQG�KHJHPRQ\�LQ�/HED��
QRQ�PLJKW�EH�SXW�DW�ULVN��6\ULD
V�HFRQRP\�FRXOG�EH�WKUHDWHQHG�E\�,VUDHOL�SHQHWUD��
WLRQ��$QG�$VDG�LV�FRQFHUQHG�DERXW�KLV�SODFH�LQ�KLVWRU\�DV�DQ�$UDE�QDWLRQDOLVW��

<HW�$VDG�KDV�FRQVLVWHQWO\�VRXJKW�DQ�HQG�WR�WKH�FRQIOLFW��RQO\�DOWHULQJ�KLV�VWUDWH��
JLHV�WR�PDWFK�IOXFWXDWLRQV�LQ�WKH�SRZHU�EDODQFH��3DUWLFLSDWLRQ�LQ�WKH�SHDFH�SUR��
FHVV�KDV�UHSUHVHQWHG�WKH�RQO\�DOWHUQDWLYH�WR�6\ULD
V�PDUJLQDOL]DWLRQ��7KH�EHQHILWV�
RI�SHDFH�ZRXOG�LQFOXGH�UHFRYHU\�RI�WHUULWRU\��DFFHVV�WR�*RODQ�ZDWHU��WKH�VHFXULW\�
JDLQHG�IURP�,VUDHOL�ZLWKGUDZDO�IURP�WKH�*RODQ��JUHDWHU�DFFHVV�WR�WKH�:HVWHUQ��
GRPLQDWHG�ZRUOG�PDUNHW��JUHDWHU�SULYDWH�FDSLWDO�LQYHVWPHQW��DQG�SRVVLEO\�DQ�LQ��
WHUQDWLRQDO�DLG�SDFNDJH��%\�������WKH�6\ULDQ�,VUDHOL�QHJRWLDWLRQV�ZHUH�QR�ORQJHU�
DERXW�ZKHWKHU�WKHUH�ZRXOG�EH�SHDFH�EXW�RYHU�LWV�WHUPV��

7KH�YLHZ�WKDW�$VDG
V�UHJLPH�QHHGV�WKH�FRQIOLFW�ZLWK�,VUDHO�IRU�LQWHUQDO�SXU��
SRVHV�LV�WKXV�KLJKO\�H[DJJHUDWHG��)DU�IURP�DOORZLQJ�6\ULD
V�SROLF\�WR�EH�VKDSHG�
E\�GRPHVWLF�SROLWLFV��$VDG�HQMR\V�VXEVWDQWLDO�DXWRQRP\�LQ�IRUHLJQ�SROLF\�PDNLQJ��
0RUHRYHU��KH�PDGH�WKH�LQWHUQDO�DOWHUDWLRQV�QHHGHG�WR�SUHVHUYH�UHJLPH�DXWRQRP\�
DQG�VWDELOLW\�LQ�DQ�HUD�RI�SHDFH��%\�GLYHUVLI\LQJ�DQG�EURDGHQLQJ�WKH�UHJLPH�FRDOL��
WLRQ��KH�HQKDQFHG�KLV�DELOLW\�WR�EDODQFH�DERYH�LW��(FRQRPLF�DOWHUQDWLYHV�WR�ZDU�
�UHQW��ZHUH�IRVWHUHG�E\�HFRQRPLF�OLEHUDOL]DWLRQ��

2I�FRXUVH��$VDG�KDV�WR�FDOFXODWH�ZKHWKHU�WKH�$UDE�QDWLRQDOLVW�EDVLV�RI�UHJLPH�
OHJLWLPDF\�FDQ�EH�VKLIWHG�ZLWKRXW�MHRSDUGL]LQJ�VWDELOLW\��7KH�VRUW�RI�SHDFH�VHWWOH��
PHQW�ZKLFK�VHHPHG�DWWDLQDEOH�ZDV�SUREDEO\�D�OHJLWLPDF\�OLDELOLW\��EXW�LW�ZDV�UHQ��
GHUHG�OHVV�GDQJHURXV�E\�D�GHFOLQH�RI�$UDELVP�LQ�6\ULD��7KH�UHJLPH�KDV�FOHDUO\�
EHHQ�VHHNLQJ��ZLWK�VRPH�VXFFHVV��WR�FRPSHQVDWH�IRU�UHGXFHG�QDWLRQDOLVW�OHJLWL��
PDF\�WKURXJK�JUHDWHU�HFRQRPLF�SURVSHULW\�DQG�SROLWLFDO�GHFRPSUHVVLRQ��,I�,VUDHO�
ZDQWV�D�SHDFH�VHWWOHPHQW�ZLWK�6\ULD��WKH�ZLQGRZ�RI�RSSRUWXQLW\�IRU�LW�UHPDLQV�
RSHQ��

1R7(V�

���'DQLHO�3LSHV��*UHDWHU�6\ULD���KH�
+LVWRU\�RI�DQ�$PELWLRQ��2[IRUG�DQG�1HZ�
<RUN��2[IRUG�8QLYHUVLW\�3UHVV���������
6\ULD
V�HQWU\�LQWR�WKH�SHDFH�SURFHVV�KDV�
QRW�IRUFHG�3LSHV�WR�DOWHU�KLV�DUJXPHQW��
LQGHHG��HYHU\�WLPH�WKHUH�LV�D�VWDOHPDWH�LQ�
WKH�6\ULDQ�,VUDHOL�QHJRWLDWLRQV��KH�DWWULE��
XWHV�LW�WR�$VDG
V�LQWHUHVW�LQ�NHHSLQJ�WKH�
SURFHVV�JRLQJ�ZLWKRXW�HYHU�FRPLQJ�WR�
FORVXUH��

���3DWULFN�6HDOH���/D�6\ULH�HW�OH�SURFHV��
VXV�GH�SDL[���3ROLWLTXH�(WUDQJHUH�����QR��
���:LQWHU��������SS����������

���'HVSLWH�,VUDHO
V�GHIHDW�RI�6\ULD�LQ�
WKH������ZDU��UDGLFDOV�LQ�WKH�%D
WK�OHDGHU��
VKLS�RSSRVHG�DQ\�SROLWLFDO�VHWWOHPHQW�DQG�
SURSRVHG�FDUU\LQJ�RQ�D�JXHUULOOD�ZDU�IRU�

WKH�OLEHUDWLRQ�RI�3DOHVWLQH��$VDG�DUJXHG�
WKDW�WKH�6\ULDQ�DUP\�FRXOG�QRW�UHSXOVH�WKH�
,VUDHOL�UHWDOLDWLRQ�WKLV�ZRXOG�EULQJ�RQ�DQG�
WKDW�6\ULD�KDG�WR�FRQFHQWUDWH�RQ�WKH�PRUH�
UHDOLVWLF�JRDO�RI�UHFRYHULQJ�WKH�*RODQ��
7KLV�VSOLW�HYHQWXDOO\�OHG�WR�$VDG
V�RYHU��
WKURZLQJ�KLV�UDGLFDO�ULYDOV��

���%%&�6XPPDU\�RI�:RUOG�%URDGFDVWV��
��$XJXVW�������

���5REHUW�.�/LIWRQ���7DONLQJ�ZLWK�
$VDG��$�9LVLW�WR�WKH�0LGGOH�(DVW�LQ�
7UDQVLWLRQ���0LGGOH�(DVW�,QVLJKW�����QR����
�6HSWHPEHU�2FWREHU��������SS��������

���%%&�6XPPDU\�RI�:RUOG�%URDGFDVWV��
��$XJXVW�������

���'DYLG�:DOGQHU���0RUH�WKDQ�0HHWV�
WKH�(\H��(FRQRPLF�,QIOXHQFH�RQ�&RQWHP��

This content downloaded from 138.251.73.6 on Wed, 04 Mar 2015 14:44:47 UTC
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


'R(V� 6\5X�:U17�3V$F("� ���

SRUDU\�6\ULDQ�)RUHLJQ�3ROLF\���0LGGOH�
(DVW�,QVLJKW�����QR�����0D\�-XQH��������

��� 7KH�0LGGOH�(DVW��6HSWHPEHU�������
S�����

���*KD\WK�1��$UPDQD]L���6\ULDQ�)RU��
HLJQ�3ROLF\�DW�WKH�&URVVURDGV���LQ�<RXVVHI�
&KRXHUL��HG���6WDWH�DQG�6RFLHW\�LQ�6\ULD�
DQG�/HEDQRQ��([HWHU��([HWHU�8QLYHUVLW\�
3UHVV���������S�������

����=XKHLU�'LDE���+DYH�6\ULD�DQG�
,VUDHO�2SWHG�IRU�3HDFH"��0LGGOH�(DVW�
3ROLF\����QR������������S������

����0LGGOH�(DVW�0LUURU��0(0������2F��
WREHU�������S����DQG����2FWREHU�������S��
����%%&�6XPPDU\�RI�:RUOG�%URDGFDVWV��
���-XO\�������

����0(0�����DQG����1RYHPEHU�������
����)RUHLJQ�%URDGFDVW�,QIRUPDWLRQ�6HU��

YLFH����0D\�������S������
����0LGGOH�(DVW�,QWHUQDWLRQDO��0(,�����

0DUFK�������&KULVWLDQ�6FLHQFH�0RQLWRU��
���0DUFK�������

����0(0����2FWREHU�������%%&�6XP��
PDU\�RI�:RUOG�%URDGFDVWV�����DQG����
6HSWHPEHU�������

����,QWHUYLHZ��6\ULDQ�GHSXW\�PLQLVWHU�
RI�IRUHLJQ�DIIDLUV��'DPDVFXV��-XO\�������

����'LDE���+DYH�6\ULD�DQG�,VUDHO�2SWHG�
IRU�3HDFH"��S������

����0XKDPPDG�0XVOLK���7KH�*RODQ��
,VUDHO��6\ULD��DQG�6WUDWHJLF�&DOFXODWLRQV���
0LGGOH�(DVW�-RXUQDO�����QR�����$XWXPQ�
�������S����������6WHSKHQ�=XQHV���,VUDHOL��
6\ULDQ�3HDFH��/RQJ�5RDG�$KHDG���0LGGOH�
(DVW�3ROLF\����QR������������S������

����,QWHUYLHZ��7LPH�0DJD]LQH�� ���1R��
YHPEHU�������S������

����:DVKLQJWRQ�5HSRUW�RQ�0LGGOH�
(DVW�$IIDLUV��1RYHPEHU�������S������%%&�
6XPPDU\�RI�:RUOG�%URDGFDVWV�����'H��
FHPEHU�������

����0(,�����0DUFK�������
����=XQHV���,VUDHOL�6\ULDQ�3HDFH���S������
����0(0�����1RYHPEHU�������SS��

������DQG���-DQXDU\�������SS��������
����0(0����'HFHPEHU� ������S������
����0(0�����1RYHPEHU�������
����,QVLJKW�([HFXWLYH�,QWHUQDWLRQDO��

$SULO�������
����%%&�6XPPDU\�RI�:RUOG�%URDG��

FDVWV����$XJXVW�������
����+D
$UHW]�LQ�0(0�����-DQXDU\�

������S�����
����%%&�6XPPDU\�RI�:RUOG�%URDG��

FDVWV�����6HSWHPEHU������DQG����1RYHP��
EHU�������0(0�����1RYHPEHU�������

����,QWHUYLHZ��7LPH�0DJD]LQH�� ���1R��
YHPEHU�������S������

����0(0�����-DQXDU\�������
����0(0�����0DUFK�������S������
����-DPHV�0RRUH���,VUDHO�6\ULD��6R�

&ORVH�DQG�<HW�6R�)DU���0LGGOH�(DVW�3ROLF\�
���QR������������SS���������0XVOLK���7KH�
*RODQ���S�������

����0RRUH���,VUDHO�6\ULD���SS���������
����,ELG����������
����$ORQ�%HQ�0HLU���7KH�,VUDHOL�6\ULDQ�

%DWWOH�IRU�(TXLWDEOH�3HDFH���0LGGOH�(DVW�
3ROLF\����QR������������SS���������
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