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,VUDHOL� (FRQRPLF� 3ROLF\� LQ� WKH�
2FFXSLHG�

$UHDV��

)RXQGDWLRQV� RI� D� +HZ�
,PSHULDOLVP�

%\�6KHLOD� 5\DQ�

-XQH������ PDUNHG�WKH�EHJLQQLQJ�RI�WKH�HQG�RI�,VUDHO� DV�D�
XQLTXH� YHQWXUH�LQ�FRORQLDOLVP�� :LWKLQ�D� IHZ�\HDUV��HFRQRP"�
LF�UHODWLRQV�ZLWK�WKH�$UDE�WHUULWRULHV�VHL]HG� LQ�WKH�-XQH�:DU�
UHFDVW�,VUDHO� LQ�WKH�FODVVLFDO� FRQILJXUDWLRQV�RI�D�FRORQLDO�
SRZHU�� 0RYLQJ�UDSLGO\�DZD\�IURP�LWV�RZQ� WUDGLWLRQ��ZKLFK�
ZDV� GLVWLQFW�IURP�HYHU\�RWKHU�FRORQLDO� SURMHFW� JHQHUDWHG�LQ�
(XURSH� RU�1RUWK�$PHULFD��,VUDHO�QRZ� VKDUHV�ZLWK�D�QXPEHU�
RI�RWKHU�DGYDQFHG� FDSLWDOLVW�FRXQWULHV�WKH�FKDUDFWHULVWLF�RI�

LPSHULDOLVP��D�GULYH�IRU�SURILWV�LQ�WKH�QRQ�LQGXVWULDOL]HG�
ZRUOG�� ,VUDHO��OLNH�RWKHU�FRORQLDO� SRZHUV�� SURILWV�E\�RSHQ"�
LQJ�XS�QHZ�PDUNHWV�IRU�LWV�PDQXIDFWXUHG�JRRGV�� E\�H["�
WUDFWLQJ�UDZ�PDWHULDOV�IURP�WKH�GHSHQGHQW� DUHDV��DQG�E\�
VHYHUHO\�H[SORLWLQJ�WKH�ODERU�SRZHU�RI�WKH�LQGLJHQRXV� SHRSOH��

7+(� 81,48(� &2/21,$/,60� 2)� =,21,60�
%()25(� �����

7KH� %ULWLVK�IDUPHUV�RI�5KRGHVLD�� WKH�)UHQFK�UXEEHU�SODQW"�
HUV�RI�,QGRFKLQD� DQG�WKH�FRORQV� LQ�$OJHULD�DSSURSULDWHG�
YDVW�WUDFWV�RI�ODQG�DQG�UHOLHG�XSRQ�XQGHUSDLG� �QDWLYH�� ODERU�
WR�SHUIRUP�WKH�ZRUN�DQG�PDNH�WKHLU�FRORQL]DWLRQ� SURILW"�
DEOH�� $IWHU�WKH�)LUVW�:RUOG�:DU��KRZHYHU��WKH�=LRQLVW� VHW"�
WOHUV�LQ�3DOHVWLQH� DGRSWHG� D�GHOLEHUDWH� SR�KH\�RI�UHIXVDO�WR�
KLUH�WKH� �QDWLYH�� $UDE�DJULFXOWXUDO�ZRUNHUV�DQG�RI�HPSOR\"�
LQJ�LQVWHDG� LPPLJUDQW�-HZLVK�ODERU�� 7KLV�UDFLVW�UHVWULFWLRQ�
DJDLQVW�3DOHVWLQLDQ� $UDE�ZRUNHUV�ZDV� LQFRUSRUDWHG� LQWR�WKH�
FRQVWLWXWLRQ�RI�WKH�-HZLVK�$JHQF\��WKH�FRORQL]LQJ� RUJDQ"�
L]DWLRQ�� LQ�D� FODXVH�ZKLFK�DIILUPHG�WKDW��

7KH� $JHQF\�VKDOO�SURPRWH�DJULFXOWXUDO�FRORQL"�
]DWLRQ� EDVHG� RQ�-HZLVK�ODERU��DQG� LQ�DOO�ZRUNV�
RU�XQGHUWDNLQJV�FDUULHG�RXW�RU�IXUWKHUHG�E\�WKH�
$JHQF\��LW�VKDOO�EH�GHHPHG� WR� EH�D�PDWWHU�RI�
SULQFLSOH�WKDW�-HZLVK�ODERU�VKDOO�EH�HPSOR\HG���

7KH� -HZLVK�1DWLRQDO� )XQG� LPSOHPHQWHG�WKLV��PDWWHU�RI�

SULQFLSOH�� E\�ZULWLQJ�D�FODXVH� LQWR�WKH�OHDVHV� LW�FRQIHUUHG�
RQ�-HZLVK�VHWWOHUV�UHTXLULQJ�WKDW� ����� WKH�OHVVHH� XQGHUWDNH�V��
WR�H[HFXWH� DOO�ZRUNV�FRQQHFWHG� ZLWK�WKH�FXOWLYDWLRQ�RI�WKH�

KROGLQJ�RQO\�ZLWK�-HZLVK�ODERU��� )RU�WKH�ILUVW�WZR�RIIHQVHV�
RI�HPSOR\LQJ�$UDE�ZRUNHUV�WKH�-�1�)�� LPSRVHG� D�ILQH�RI�
/3� ����DQG�RQ� WKH�WKLUG�RIIHQVH�WRRN� EDFN� WKH�ODQG���

2WKHU�IRUPV�RI�VHWWOHU�FRORQLDOLVP� KDYH�DOVR� UHIXVHG�WR�XVH�
WKH�ODERU�RI�WKH�LQGLJHQRXV� SRSXODWLRQ�� :KHQ�WKH�(XURS"�
HDQ� VHWWOHUV�RI�WKH�8QLWHG� 6WDWHV�ZHUH�XQVXFFHVVIXO� LQ�LP"�

SUHVVLQJ�WKH�$PHULFDQ� ,QGLDQV� IRU�DJULFXOWXUDO�ZRUN��WKH\�
UHVRUWHG�LQVWHDG�WR�WKH�LPSRUWDWLRQ�RI�VODYHV�IURP�$IULFD��
DQG�PDVVDFUHG� WKH�LQGLJHQRXV� SRSXODWLRQ�� GULYLQJ�LWV�UHP"�
QDQWV�LQWR�WKH�UHVHUYDWLRQV�� 2U�DJDLQ��LQ�$XVWUDOLD�WKH�

DERULJLQDO�SRSXODWLRQ� ZDV�QRW�H[SORLWHG� IRU�ODERU��EXW�ZDV�

YLUWXDOO\�HOLPLQDWHG�E\�WKH�RQVODXJKW�RI�%ULWLVK�VHWWOHUV�
�
%XW�LQ�WKH�FDVHV� RI�WKH�8QLWHG� 6WDWHV� DQG�$XVWUDOLD��DQG�

LQ�PDQ\�RWKHU�EORRG\� LQVWDQFHV�RI�JHQRFLGH� DQG�XSURRW"�
LQJ�ZKLFK�SXQFWXDWH� WKH�KLVWRU\�RI�:HVWHUQ�FRORQLDOLVP��
WKH�SURILWDELOLW\�RI�WKH�FRORQLHV� GHPDQGHG� WKDW�WKH�VHW"�
WOHUV�QRW�HPSOR\� LQGLJHQRXV� ODERU��EHFDXVH� WKH�UHVLVWDQFH�
RI�WKH�ORFDO� SHRSOH� RU�VRPH�RWKHU�IDFWRU�PDGH� WKHLU�DG"�
DSWDWLRQ� WR�WKH�UROH�RI�VODYH�RU�HPSOR\HH� WRR� H[SHQVLYH�
RU�XWWHUO\�XQIHDVLEOH��

=LRQLVP� LV�GLVWLQJXLVKHG�E\�LWV�UHIXVDO�WR�XVH� �QDWLYH�� OD"�
ERU�LQ�3DOHVWLQH� ZKHQ� LW�ZDV�PRUH�SURILWDEOH�WR� HPSOR\�
WKH�$UDE��QRW�WKH�LPPLJUDQW��ODERUHUV�� 7KH� 3DOHVWLQLDQ�
IHOODKHHQ�ZHUH�H[SHULHQFHG� IDUPHUV��XQOLNH�PRVW�RI�WKH�LP"�
PLJUDQWV�IURP�XUEDQ�(XURSH�� DQG�WKH\�FRXOG�EH�KLUHG�DW�
ORZHU�ZDJHV�� )RU�WKHVH�UHDVRQV��WKH�SODQWDWLRQV� RI�WKH�
3DOHVWLQH� -HZLVK�&RORQL]DWLRQ� $VVRFLDWLRQ� �3�,�&�$���� ZKLFK�
ZHUH�VXSSRUWHG� E\�WKH�SKLODQWKURS\�RI�%DURQ� (GPRQG� GH�


� 'XULQJ�KLV�ORQJ�FDUHHU��/RUG� %DOIRXU��DXWKRU�RI�WKH�ID"�
PRXV� 'HFODUDWLRQ� ZKLFK� SURPLVHG�%ULWLVK�VSRQVRUVKLS� RI�
D�-HZLVK�1DWLRQDO� +RPH� LQ�3DOHVWLQH��DOVR� KDG� D�KDQG� LQ�
WKH�DIIDLUV�RI�$XVWUDOLD�DQG� 6RXWK� $IULFD�� )RU�%DOIRXU��
WKH�IDFW�WKH�$XVWUDOLDQ�DERULJLQHV�KDG� �GLHG� RXW�� ZDV�D�
FRQYHQLHQW� SKHQRPHQRQ� ZKLFK��KH�VWDWHG�� �HYHQ� LI�,�DP�
FKDUJHG�ZLWK�LQKXPDQLW\��,�FDQQRW� ILQG�LW�LQ�P\�KHDUW�
WR�UHJUHW�LW����

7KHUH�

This content downloaded  on Sat, 26 Jan 2013 00:56:45 AM
All use subject to JSTOR Terms and Conditions

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


5RWKVFKLOG�VLQFH�������KDG�HPSOR\HG� SUDFWLFDOO\�DOO�$UDE�
ZRUNHUV�XQWLO�WKH�����
V�� 7KHVH�3�,�&�$�� SODQWDWLRQV�ZHUH�

SHUVXDGHG� WR�HPSOR\� -HZV�LQVWHDG�RI�$UDEV�RQO\�E\�JUHDW�
SUHVVXUH�IURP�WKH�*HQHUDO� )HGHUDWLRQ� RI�-HZLVK�/DERU��
ZKRVH� DJLWDWLRQ�UHDFKHG� WKH�SRLQW� RI�UHTXLULQJ�SROLFH� LQ"�
WHUYHQWLRQ�RQ� DW�OHDVW�RQH� RFFDVLRQ�� DQG�E\�WKH�V\VWHPDWLF�
SROLF\�RI�WKH�-HZLVK�$JHQF\�LQ�HVWDEOLVKLQJ�FRORQLHV� RI�
ODERUHUV�DGMDFHQW� WR�WKH�3�,�&�$�� SODQWDWLRQV� DQG� LQVLVWLQJ�
RQ�WKHLU�HPSOR\PHQW�� ,Q� ������ DQ�DUP�RI�WKH�-HZLVK�$JHQ"�
F\�GHFODUHG� WKDW��WKH�WUDQVIHU�RI�-HZLVK�ODERUHUV�LQWR�WKH�
ROG�YLOODJHV� >3�/&�$�� SODQWDWLRQV@� KDV�EHHQ� D�VRXUFH� RI�
FRQVWDQW�FDUH�RI�WKH�=LRQLVW� H[HFXWLYH��ZKLFK�KDV�ODWWHUO\�
VXFFHHGHG� LQ�SODFLQJ�DSSUR[LPDWHO\� ������ ZRUNHUV�LQ�
WKHVH�FHQWUHV�� ������

=LRQLVP
V� UHDVRQV� IRU�IORXWLQJ�WKH�SURILW�SULQFLSOH�LQ�HP"�
SOR\PHQW�ZHUH�DVWXWH�DQG�SROLWLFDO�� 'HFDGHV� ODWHU�'DYLG�
%HQ�*XULRQ�ZRXOG� ZULWH�WKDW� �WKH�UHDVRQ�+HEUHZ� ODERU�
>WKDW�LV��WKH�ER\FRWW� RI�$UDE�ODERU@� ZRQ�RXW� GXULQJ�WKH�
6HFRQG� $OL\D�DQG�0DQGDWH� SHULRG� LV�WKDW�HYHU\�OR\DO� =LRQ"�
LVW�XQGHUVWRRG� WKDW�ZLWKRXW�-HZLVK�ODERU�WKHUH�ZRXOG� EH�
QR�-HZLVK�VWDWH���� 2QO\�E\�H[FOXGLQJ� 3DOHVWLQLDQ� $UDE�
ZRUNHUV�IURP�HPSOR\PHQW�RQ� ODQG� DFTXLUHG� E\�WKH�-HZLVK�
1DWLRQDO� )XQG� DQG� IURP�HQWHUSULVHV�RZQHG� E\�=LRQLVWV�
FRXOG�MREV� EH� FUHDWHG� IRU�QHZ�-HZLVK�LPPLJUDQWV��DQG�RQ"�
O\�E\�SUHYHQWLQJ�FRPSHWLWLRQ� IURP�$UDE�ZRUNHUV�FRXOG� DQ�

DUWLILFLDOO\�KLJK�VWDQGDUG�RI�OLYLQJ�EH�PDLQWDLQHG� IRU�-HZ"�
LVK�ZRUNHUV����D�VWDQGDUG�RI�OLYLQJ�QHFHVVDU\�WR� DWWUDFW�DQG�

NHHS� LPPLJUDQWV�XVHG�WR�(XURSHDQ� OHYHOV�RI�FRQVXPSWLRQ��
�,Q� ������ IRU�H[DPSOH�� WKH�SHU�FDSLWD�LQFRPH�RI�-HZV�LQ�
3DOHVWLQH�ZDV�/3�����DQG�WKDW�RI��QRQ�-HZV�H[FOXGLQJ�%UL"�
WLVK�SHUVRQV�LQ�WKH�DUP\�DQG�JRYHUQPHQW���LQ�HIIHFW�WKDW�
RI�$UDEV��ZDV�RQO\�/3� �����
�

%XLOGLQJ�WRZDUG� WKH�-HZLVK�VWDWH�GHPRJUDSKLFDOO\� UHTXLUHG�
WKH�VORJDQ�RI� �-HZLVK�ODERU�� DQG� LWV�FRUUHODWLYH���-HZLVK�

SURGXFW��� ZKLFK�DGYRFDWHG� ER\FRWWLQJ�WKH�OHVV�H[SHQVLYH�
$UDE�SURGXFWV� LQ�IDYRU�RI�WKRVH� SURGXFHG� E\�-HZV�� ,Q�
IDFW��WKH�-HZLVK�SRSXODWLRQ� LQ�3DOHVWLQH� JHQHUDOO\�DGKHUHG�
WR�ERWK� RI�WKHVH�GHPDQGV�� WKRXJK�WKH� SULFHV�RQ� WKH�-HZ"�
LVK�PDUNHW�ZHUH� DERXW� RQH�WKLUG�KLJKHU�WKDQ�WKRVH� RQ� WKH�
$UDE�PDUNHW��� 7KHVH� HFRQRPLF� SDWWHUQV�FDQ�EH� DWWULEXWHG�

RQO\�WR�ORQJ�UDQJH�SROLWLFDO� PRWLYDWLRQ��DQG�HVSHFLDOO\� WR�
WKH�EHOLHI�WKDW��DV�RQH�=LRQLVW�ODQG�H[SHUW�ZURWH�� �LQ�WKH�

VWUXJJOH�RI�QDWLRQDOLWLHV��WKH�ILQDO�YLFWRU\�ZHQW�WR�WKRVH�
ZKR�OLYHG�DQG�ZRUNHG�RQ�WKH�ODQG����

7KHVH� SROLWLFDO� DVSLUDWLRQV�FRXOG� EH� LQGXOJHG�RQO\�EHFDXVH�
WKH�FRORQL]DWLRQ� RI�3DOHVWLQH�� DQG�LQ�SDUWLFXODU�WKH�DJULFXO"�
WXUH��ZDV� VR�KHDYLO\�VXEVLGL]HG�� ,Q� DGGLWLRQ� WR�SULYDWH�
SKLODQWKURSLF�SURMHFWV��E\� ����� WKH�=LRQLVW� 2UJDQL]DWLRQ�
KDG� VSHQW�QHDUO\�/� ��PLOOLRQ�RQ� DJULFXOWXUDO�FRORQL]DWLRQ��
D�VXP�ZKLFK�D�=LRQLVW� VXUYH\�FDOOHG� �ODYLVK��� FRPPHQWLQJ��
�LW�LV�FHUWDLQ�WKDW�QR� DGHTXDWH� LQWHUHVW�LQ�WKH�IRUP�RI�UHQW�
FRXOG� EH� SDLG� E\�WKH�VHWWOHUV�RQ� WKH�RXWOD\� RI�WKH� >-HZLVK�
1DWLRQDO@� )XQG� RQ� WKHLU�KROGLQJ�����

,W�ZDV� IRU�UHDVRQV�RI�SROLWLFDO� VWUDWHJ\�UDWKHU�WKDQ� LPPHG"�
LDWH�SURILW��WKHQ��WKDW�=LRQLVP�� DIWHU�GLVSODFLQJ� D�FRQVLG"�
HUDEOH� IUDFWLRQ�RI�WKH�3DOHVWLQLDQ� SHDVDQWU\�IURP�WKHLU�
ODQG��H[FOXGHG� WKHP�HYHQ�IURP�HPSOR\PHQW�RQ�LW��'UL"�
YHQ�IURP�WKHLU�IDUPV�LQWR�WKH�FLWLHV��WKH�IHOODKHHQ� IRXQG�


� 7KH� 3DOHVWLQLDQ� SRXQG� ZDV�HTXLYDOHQW� WR�WKH�%ULWLVK�
SRXQG�� ZRUWK�DW�WKLV�WLPH�DERXW� 86� �� ���

WKDW�LQ�WKH�XUEDQ�FHQWHUV�DV�ZHOO�WKH�VHWWOHUV�ZHUH�GLVSOD"�
FLQJ�WKH�WUDGLWLRQDO�$UDE�HFRQRP\� DQG�ZHUH�UHIXVLQJ�WR�
KLUH�3DOHVWLQLDQ�$UDE�ODERU��7KRXVDQGV� RI�=LRQLVW�VHWWOHUV�
ZHUH�IORFNLQJ�WR�WKH�WRZQV�DQG�FLWLHV�UDWKHU�WKDQ�WR�WKH�

IDUPV��DQG�VHWWLQJ�XS�EXVLQHVVHV�ZLWK�FDSLWDO�DQG�VNLOOV�

EURXJKW�IURP�(XURSH�� 7KH�%ULWLVK�0DQGDWH� SURWHFWHG�
WKHLU�LQIDQW�LQGXVWULHV�ZLWK�D�IDYRUDEOH�WDULII�VWUXFWXUH��
DQG� D�GLVWLQFW�=LRQLVW� HFRQRP\��ZKLFK�XVXDOO\� UHIXVHG�WR�

HPSOR\� $UDE�ZRUNHUV��JUHZ�XS� LQ�XUEDQ�DV�ZHOO� DV�UXUDO�
3DOHVWLQH�� $�UHSRUW�WR�WKH�%ULWLVK�JRYHUQPHQW�LQ������
UHPDUNHG�WKDW�

���� ��WKHUH�LV�DW�WKH�SUHVHQW�WLPH�VHULRXV�XQHPSOR\"�
PHQW�DPRQJ�$UDE�FUDIWVPHQ�DQG� DPRQJ� $UDE�OD"�
ERUHUV�� )RU�WKLV�XQHPSOR\PHQW� WKHUH�DUH�VHYHUDO�
FDXVHV�� 0RWRU�WUDQVSRUW��ODUJHO\�LQ�WKH�KDQGV�RI�
WKH�-HZV��LV�GULYLQJ�WKH�FDPHO�DQG�WKH�GRQNH\�
RII�WKH�URDGV��DQG�ZLWK�WKHP�WKH�$UDE�FDPHO�GULYHU�
DQG�WKH�$UDE�GRQNH\�PDQ��7KH�PRWRU�FDU�
DJDLQ� ODUJHO\�RZQHG� E\�-HZV��LV�GLVSODFLQJ�WKH�
KRUVHGUDZQ�YHKLFOH�DQG� LWV�$UDE�GULYHU�� 7KH� LQ"�
FUHDVHG� XVH�RI�FHPHQW��UHLQIRUFHG�FRQFUHWH� DQG�
VLOLFDWH�EULFN��DOO�PDQXIDFWXUHG�E\�-HZV��LV�UH"�
SODFLQJ�VWRQH�IRU�FRQVWUXFWLRQDO� SXUSRVHV�� DQG�
VR�GLVSODFLQJ� D� ODUJH�QXPEHU�RI�VWRQHGUHVVHUV�
DQG�VWRQHPDVRQV�� QHDUO\�DOO�RI�ZKRP� DUH�$UDEV��
7KH� $UDE�TXDUU\PHQ�DUH�DOVR� EHLQJ�GLVSODFHG����

7KH� XOWLPDWH�H[FOXVLRQ� FDPH� LQ���������� ZKHQ���� SHUFHQW�
RI�WKH�$UDE�SRSXODWLRQ� RI�WKDW�SDUW�RI�3DOHVWLQH�ZKLFK�EH"�
FDPH� ,VUDHO�ZHUH�GULYHQ�RXW�WR�PDNH� URRP��IRU�WKH�-HZLVK�
VWDWH�� 'XULQJ�WKH�0DQGDWH� SHULRG� WKH�SROLWLFDO� VWUDWHJ\�RI�

H[FOXGLQJ� WKH�3DOHVWLQLDQ� $UDEV�IURP�WKH�=LRQLVW� HFRQRP\�
KDG� LPPHGLDWH� HFRQRPLF� GLVDGYDQWDJHV� IRU�WKH�VHWWOHUV��
ZLWK�WKH�HVWDEOLVKPHQW�RI�WKH�VWDWH�RI�,VUDHO��KRZHYHU��WKH�

SROLWLFDO� VWUDWHJ\�RI�SK\VLFDOO\�H[FOXGLQJ�PRVW�RI�WKH�3DOH"�
VWLQLDQV�IURP�WKH�=LRQLVW� DUHD�KDG� HQRUPRXVO\� DGYDQWDJH"�
RXV� HFRQRPLF� FRQVHTXHQFHV�� 7KH� SURSHUW\�WKH�UHIXJHHV�
OHIW�EHKLQG�� DQG� LQ�PDQ\�LQVWDQFHV�WKH�SURSHUW\�RI�3DOH"�
VWLQLDQV�ZKR�ZHUH� DEOH� WR� UHPDLQ�LQ�,VUDHO�����ZDV� FODVVL"�
ILHG�DV� �DEDQGRQHG�� DQG� FRQILVFDWHG� E\�WKH�,VUDHOL�JRY"�
HUQPHQW�� 'RQ� 3HUHW]�ZURWH�WKDW�

$EDQGRQHG� SURSHUW\�ZDV�RQH� RI�WKH�JUHDWHVW�FRQ"�
WULEXWLRQV�WRZDUG� PDNLQJ�,VUDHO�D�YLDEOH� VWDWH�� ����
2I�WKH����� QHZ�-HZLVK�VHWWOHPHQWV�HVWDEOLVKHG�
EHWZHHQ� ����� DQG�WKH�EHJLQQLQJ�RI������� ����
ZHUH�RQ� DEVHQWHH� SURSHUW\�� ,Q������� PRUH�WKDQ�
RQH�WKLUG�RI� ,VUDHO
V�-HZLVK�SRSXODWLRQ� OLYHG�RQ� DE"�
VHQWHH� SURSHUW\�DQG�QHDUO\�RQH�WKLUG�RI�WKH�QHZ�
LPPLJUDQWV���������� SHRSOH�� VHWWOHG�LQ�XUEDQ�
DUHDV� DEDQGRQHG� E\�$UDEV�� 7KH\� >WKH�3DOHVWLQLDQ�
UHIXJHHV@� OHIW�ZKROH� FLWLHV�OLNH�-DIID��$FUH��/\GGD��
5DPOHK�� %HLVDQ��0LGJDO�*DG�� ���� WRZQV� DQG�YLO"�
ODJHV�DQG� ODUJH�SDUWV�RI���� RWKHU�FLWLHV�DQG� WRZQV��
FRQWDLQLQJ�QHDUO\�D�TXDUWHU�RI�DOO�WKH�EXLOGLQJV� LQ�
,VUDHO�� ������� VKRSV��EXVLQHVVHV� DQG�VWRUHV�ZHUH�
OHIW�LQ�-HZLVK�KDQGV�� �� �� ,Q������������ $UDE� >FLWUXV@�
JURYHV�SURGXFHG� RQH� DQG� D�TXDUWHU�PLOOLRQ�ER[HV�
RI�IUXLW��RI�ZKLFK��������� ZHUH�H[SRUWHG�� $UDE�
IUXLW�VHQW�DEURDG� SURYLGHG�QHDUO\���� SHUFHQW�RI�
WKH�FRXQWU\
V�IRUHLJQ�FXUUHQF\�HDUQLQJV�IURP�H["�
SRUWV�LQ������� ,Q������� WKH�ROLYH� SURGXFH� IURP�
DEDQGRQHG� $UDE�JURYHV�ZDV� ,VUDHO
V�WKLUG�ODUJHVW�
H[SRUW��UDQNLQJ�DIWHU�FLWUXV�DQG�GLDPRQGV�� ����
������� GXQDPV� >D�GXQDP� LV����� DFUHV@� RI�DEVHQW"�
HH�SURSHUW\�ZHUH�OHDVHG�E\�WKH�&XVWRGLDQ� >RI�$E"�
VHQWHH�3URSHUW\@� LQ������ IRU�LQGXVWULDO�SXUSRVHV��
$�WKLUG�RI�,VUDHO
V�VWRQH�SURGXFWLRQ�ZDV�VXSSOLHG�
E\���� $UDE�TXDUULHV�XQGHU�KLV�MXULVGLFWLRQ����

,W�ZDV� OLWWOH�ZRQGHU��JLYHQ�WKH�HFRQRPLF� LPSRUWDQFH� RI�
WKH�UHIXJHHV
�SURSHUW\�WR� ,VUDHO��WKDW�HFRQRPLFV� ZDV� RQH�
RI�WKH�UHDVRQV� DGYDQFHG� IRU�UHIXVLQJ�WR� DOORZ� WKHP�WR�UH��

7KHUH�
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WXUQ�� ,Q�$XJXVW� ������ DV� ,VUDHOLV�ZHUH�WDNLQJ�RYHU�WKH�RU"�

FKDUGV��VHWWOLQJ�LQWR�WKH�KRPHV�� DQG�HYHQ�FRRNLQJ� LQ�WKH�

YHU\�SRWV�ZKLFK�WKH�3DOHVWLQLDQV� KDG�EHHQ� IRUFHG�WR�OHDYH�

EHKLQG��0RVKH� 6KHUWRFN��ZKR�ZDV�WKHQ�WKH�)RUHLJQ�0LQL"�
VWHU�RI�,VUDHO��ZURWH�WR�WKH�8�1�� PHGLDWRU��&RXQW� %HUQD"�

GHWWH��WKDW�WKH�3DOHVWLQLDQ� $UDE�UHIXJHHV�ZRXOG� QRW�EH� DO"�
ORZHG� WR�UHWXUQ��IRU�UHDVRQV�LQFOXGLQJ�WKDW�

RQ�WKH�HFRQRPLF� VLGH��WKH�UHLQWHJUDWLRQ�RI�WKH�
UHWXUQLQJ�$UDEV�LQWR�QRUPDO�OLIH��DQG�HYHQ�WKHLU�
PHUH�VXVWHQDQFH��ZRXOG� SUHVHQW�DQ�LQVXSHUDEOH�
SUREOHP�� 7KH�GLIILFXOWLHV�RI�DFFRPPRGDWLRQ��
HPSOR\PHQW��DQG�RUGLQDU\�OLYHOLKRRG�ZRXOG� EH�
LQVXSHUDEOH�,���

'XULQJ�WKH�ILUVW�IHZ�\HDUV�RI�WKH�VWDWH�RI�,VUDHO��EHIRUH�WKH�
VHULRXVQHVV�RI�WKH�$UDE�ER\FRWW�DQG�RI�WKH�UHIXVDO�RI�WKH�
$UDE�VWDWHV�WR�DJUHH�WR�SHDFHIXO�UHODWLRQV�ZLWK�,VUDHO�EHFDPH�

DSSDUHQW��D�FULWLFDO�SROLWLFDO�HFRQRPLF� LVVXH�DURVH�IRU�WKH�
=LRQLVWV�� 7KH�HFRQRP\� RI�WKHLU�FRORQ\� LQ�3DOHVWLQH� DQG�RI�
WKH�QHZO\�FUHDWHG�VWDWH�KDG�EHHQ�EDVHG� RQ�WKH�HFRQRPLF� H["�
FOXVLRQ�RI�WKH�3DOHVWLQLDQ�$UDEV��DQG�,VUDHO�ZRXOG� KDYH�WR�
FKRRVH� EHWZHHQ� FRQWLQXLQJ�DORQJ�WKH�SDWK�RI�HFRQRPLF�
LVRODWLRQ� IURP�WKH�$UDE�SHRSOH�� RU�WDNLQJ�WKH�PRUH�XVXDO�
FRORQLDO� URXWH�ZKLFK�VRPH�RI�LWV�OHDGHUV�ZHUH�DGYRFDWLQJ��

)RUWXQH�PDJD]LQH� UHSRUWHG�LQ������ WKDW�&KDLP�:HL]PDQQ��
,VUDHO
V�ILUVW�SUHVLGHQW���WDONV�RI�,VUDHO
V�EHFRPLQJ� 
WKH�QHZ�

6ZLW]HUODQG�� VXSSO\LQJ�FRQVXPHU�JRRGV�WR�WKH�XQWDSSHG�
PDUNHWV�RI�WKH�0LGGOH�(DVW������ $Q�H[FHOOHQW�FOLPDWH�IRU�
WKH�H[SRUW�RI�PDQXIDFWXUHG�JRRGV�WR�0LGGOH�(DVWHUQ�FRXQ"�
WULHV�ZDV�IRUHFDVW�RQ�WKH�EDVLV�WKDW�

0DQ\�RI�WKH�-HZV�ZKR�KDYH�PDGH�WKHLU�ZD\�WR�
,VUDHO�DUH�KLJKO\�VNLOOHG�ZRUNHUV��ZLWK�PRGHUQ�
HTXLSPHQW� DQG�SURGXFWLRQ�PHWKRGV�WKH\�DUH�FRQ"�
ILGHQW�WKH\�FDQ�DSSO\�WKHLU�VNLOOV�WR�ORZ�FRVW�UDZ�
PDWHULDOV�DQG�SURGXFH�VXFK�H[SRUWDEOH� LWHPV�DV�
SUHFLVLRQ�LQVWUXPHQWV��WH[WLOHV��PHWDOV�DQG�FKHPL"�
FDOV�� $PHULFDQ�ILUPV�EDVHG� LQ�,VUDHO�ZLOO�EH�DEOH�
WR�VHOO�LQ�WKH�VRIW�FXUUHQF\�FRXQWULHV�RI�(XURSH�
DQG�WKH�0LGGOH�(DVW�DQG�IURP�WRXULVW�DQG�H[SRUW�
WUDGH� ,VUDHO�H[SHFWV�WR�HDUQ�HQRXJK�KDUG�GROODUV�
VR�8�6�� LQYHVWRUV�FDQ�WDNH�RXW�WKHLU�DQQXDO�WHQ�
SHUFHQW�����

3UHGLFWLRQV�RI�WKLV�VRUW�DWWUDFWHG�D�UXVK�RI�%ULWLVK��'XWFK��
6RXWK�$IULFDQ�DQG�SDUWLFXODUO\�$PHULFDQ�FDSLWDO�WR�,VUDHO��
LQYHVWPHQWV�ZKLFK�ZHUH�PDGH� �QRW�� ��� RXW�RI� FRPSDVVLRQ�
EXW�LQ�WKH�H[SHFWDWLRQ� RI�SURILWV����� :LWKLQ�WZR�\HDUV�RI�
WKH�HVWDEOLVKPHQW�RI�WKH�VWDWH��D�QXPEHU�RI�PDMRU�$PHULFDQ�

FRUSRUDWLRQV�KDG�MRLQHG� ZLWK�,VUDHOL�FDSLWDO�WR�HVWDEOLVK�WKH�
ILUVW�ODUJH�VFDOH�PDQXIDFWXULQJ�LQ�WKH�0LGGOH�(DVW�����*HQ"�
HUDO�7LUH�DQG�5XEEHU�KDG�HUHFWHG�D����PLOOLRQ�SODQW�QHDU�

+DLID��DQG�.DLVHU�)UD]HU�D���� ����PLOOLRQ�SODQW�QHDU�$FUH��
3KLOFR�ZDV�SODQQLQJ�WR�SURGXFH� UHIULJHUDWRUV�QHDU�7HO�$YLY�DQG�
*HQHUDO�6KRH�ZDV�RSHQLQJ�D�SODQW�LQ�-HUXVDOHP��0ROOHU�'HH�
7H[WLOH�&RUSRUDWLRQ� KDG�LVVXHG���� ����PLOOLRQ�LQ�VWRFN�WR�IL"�
QDQFH�VSLQQLQJ�DQG�ZHDYLQJ�RSHUDWLRQV� LQ�,VUDHO�����

7KLV�YLVLRQ�RI�,VUDHO
V�HFRQRPLF� SRWHQWLDO�FRXOG� QRW�EH�IXO"�
ILOOHG�DV�ORQJ�DV�WKH�$UDE�ER\FRWW�ZDV�LQ�HIIHFW��DQG� LW�EH"�
FDPH�JUDGXDOO\�FOHDU�WKDW�WKH�ER\FRWW�PLJKW�ODVW�XQWLO�SHDFH�
ZDV�IRUPDOO\�HVWDEOLVKHG��� EXW�LW�KDG�D�SURIRXQG�LPSDFW�RQ�
WKH�VKDSH�RI�WKH�IXWXUH�SHDFH� RI�ZKLFK�VRPH�,VUDHOLV�EHJDQ�

WR�VSHDN�� ,Q�D�VSHHFK�WR�WKH�8�1�� LQ������� $EED� (EDQ�GH"�
SLFWHG�WKH�SDWWHUQ�RI�WUDGH�ZKLFK�ZRXOG� HYROYH�LI�WKH�$UDE�
ER\FRWW�ZHUH�OLIWHG�DQG�SHDFH� HVWDEOLVKHG�� UDZ�PDWHULDOV�
IURP�WKH�$UDE�FRXQWULHV��� DJULFXOWXUDO�SURGXFH� IURP�6\ULD��
/HEDQRQ� DQG�-RUGDQ��PHDW�IURP�,UDT� DQG�FRWWRQ�IURP�
(J\SW���ZRXOG� EH�VKLSSHG�WR�,VUDHO��ZKLFK�LQ�WXUQ�ZRXOG� H["�
SRUW�PDQXIDFWXUHG�JRRGV�WR�WKH�$UDE�FRXQWULHV����7KLV�H["�
FKDQJH�RI�PDQXIDFWXUHG�JRRGV� IRU�UDZ�PDWHULDOV�LV��RI�FRXUVH��
WKH�W\SLFDO�SDWWHUQ�RI�WUDGH�EHWZHHQ�WKH�PHWURSROLWDQ�DQG�
FRORQL]HG� FRXQWU\��D�SDWWHUQ�ZKLFK�RYHU�WKH�ODVW�WZR�KXQGUHG�
\HDUV�KDV�EHHQ� D�PDMRU�IDFWRU�LQ�WKH�XQGHUGHYHORSPHQW� DQG�
SRYHUW\�RI�WKH�PDMRULW\�RI�WKH�SHRSOH� RI�WKH�HDUWK�� $EED�
(EDQ�ZDV�FDOOLQJ�IRU�D�QHZ�UHSHWLWLRQ�RI�WKLV�ROG�SDWWHUQ�LQ�
WKH�0LGGOH�(DVW�ZKHQ�KH�GHFODUHG�WKDW�,VUDHO�DVSLUHG�WR�D�

UHODWLRQVKLS�ZLWK�LWV�$UDE�QHLJKERUV��DNLQ�WR�WKH�UHODWLRQ"�
VKLS�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�/DWLQ�$PHULFDQ�FRQ"�
WLQHQW������

7KH�$UDE�ER\FRWW��KRZHYHU��SUHYHQWHG�WKLV�QHR�FRORQLDO�
GUHDP�IURP�HYHQ�SDUWLDO�UHDOL]DWLRQ�XQWLO��������� 'XULQJ�
WKH�0DQGDWH� SHULRG�WKH�=LRQLVWV��XQZLOOLQJ�IRU�UDFLVW�SROLWLFDO�
UHDVRQV�WR�H[SORLW� $UDE�ODERU��KDG�WR�VXVWDLQ�WKHPVHOYHV�RQ�
VXEVLGLHV�IURP�DEURDG�� $IWHU�WKH�HVWDEOLVKPHQW�RI�WKH�VWDWH��
WKH�$UDE�ER\FRWW� FXW�RII�WKH�OXFUDWLYH�PDUNHWV�WR�ZKLFK�,V"�
UDHO�ZRXOG� KDYH�WXUQHG�ZLOOLQJO\��DQG�DJDLQ��=LRQLVP�KDG�WR�
UHVRUW�WR�PDVVLYH�LQIXVLRQV�RI�IRUHLJQ�FDSLWDO�WR�JURZ��DQG�
LQGHHG��HYHQ�WR�VXUYLYH�� $�:RUOG�%DQN�PLVVLRQ�ZKLFK�VWX"�
GLHG�WKH�,VUDHOL�HFRQRP\� LQ������ IRXQG�WKDW�,VUDHOL�HFRQR"�
PLF�DFKLHYHPHQWV�

ZHUH�ODUJHO\�WKH�UHVXOW�RI�WZR�IDFWRUV��D�FDSDEOH�
DQG�GHWHUPLQHG�SRSXODWLRQ� ZLWK�D�EURDG�EDVH�RI�
ZHOO�HGXFDWHG� DQG�HQHUJHWLF�SHRSOH�ZKR�SURYHG�
DEOH�WR�RYHUFRPH�WKH�GLIILFXOWLHV�RI�HFRQRPLF� GH"�
YHORSPHQW�ZLWK�JUHDW�LQJHQXLW\��DQG�D�UHODWLYHO\�
ODUJH�DQG�FRQWLQXRXV� IORZ�RI�IRUHLJQ�FDSLWDO�RUL"�
JLQDWLQJ�FKLHIO\�IURP�SULYDWH�GRQDWLRQV� RI�$PHUL"�
FDQ�-HZV�DQG�IURP�UHSDUDWLRQV�SD\PHQWV�E\�:HVW�
*HUPDQ\�� ,VUDHO
V�
HFRQRPLF� PLUDFOH
�ZRXOG� KDYH�
EHHQ�LPSRVVLEOH� LI�RQH�WKHVH�JURZWK�IDFWRUV����
KXPDQ�VNLOO�DQG�IRUHLJQ�FDSLWDO����KDG�EHHQ� ODFNLQJ����

,QYHVWPHQW�DFFRXQWHG� IRU�RQO\�RQH�HLJKWK�RI�WKH�FDSLWDO�LP"�

SRUWHG�EHWZHHQ� ����� DQG������� PRVW�RI�WKH�FDSLWDO� LPSRUWV�
ZHUH�JLIWV���� 2QH�HFRQRPLVW� UHFNRQHG�WKDW�LQ�WKH����\HDUV�
DIWHU�WKH�IRXQGLQJ�RI�WKH�VWDWH��RQO\����SHUFHQW�RI�WKH�PDV"�
VLYH�,VUDHOL�LPSRUW�VXUSOXV�RI�������� SHU�LQKDELWDQW�KDG�EHHQ�
VXSSOLHG� �XQGHU�FRQGLWLRQV�ZKLFK�FDOO�IRU�D�UHWXUQ�RXWIORZ�
RI�GLYLGHQGV��LQWHUHVW�RU�FDSLWDO�����

7KH�JUHDWHVW�EHQHIDFWRU�RI�,VUDHO�KDV�EHHQ�ZRUOG�-HZU\��
ZKLFK�EHWZHHQ� ����� DQG������ ILQDQFHG�QHDUO\����SHUFHQW�
RI�WKH�,VUDHOL�LPSRUW�VXUSOXV���� 0RVW�RI�WKLV�PRQH\�FDPH�
IURP�WKH�86� ������SHUFHQW�RI�6WDWH�RI�,VUDHO�%RQGV��IRU�H["�
DPSOH��DUH�VROG�LQ�WKH�86��� �� DQG�WKXV�UHSUHVHQWV�DQ�LQGL"�
UHFW�JLIW�IURP�WKH�86� JRYHUQPHQW�
�ZKLFK�DOORZV�WD[�H[HPS"�
WLRQV�RQ�GRQDWLRQV� WR�,VUDHO�� 7KH�VHFRQG� JUHDWHVW�VRXUFH�RI�
IRUHLJQ�FDSLWDO�ZDV�:HVW�*HUPDQ\��ZKLFK�SDLG����������������
WR�WKH�,VUDHOL�JRYHUQPHQW�DQG�UHVLGHQWV�EHWZHHQ� ����� DQG�
����� IRU�UHSDUDWLRQV�DQG�UHVWLWXWLRQV��WKXV�ILQDQFLQJ�DERXW�
���SHUFHQW�RI�WKH�,VUDHOL�LPSRUW�VXUSOXV����

� %XW�D�JLIW�ZLWK�VWULQJV�DWWDFKHG��IRU�,VUDHO�ZDV�H[SHFWHG�
WR�VHUYH�86� LQWHUHVWV�LQ�WKH�0LGGOH�(DVW�� )RU�D�SHUFHSWLYH�
DQDO\VLV�RI�WKH�FRQQHFWLRQ� EHWZHHQ�IRUHLJQ�DLG�DQG�,VUDHO
V�
SROLWLFDO�UROH��VHH�WKH�HVVD\��7KH� &ODVV�&KDUDFWHU�RI�,VUDHOL�
6RFLHW\�� E\�0RVKH�0DFKRYHU�DQG�$NLYD�2UU����

7KHUH�
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7KH�LPSRUW�RI�IRUHLJQ�FDSLWDO�ZDV�FUXFLDO�QRW�RQO\�WR�WKH�

JURZWK�RI�WKH�,VUDHOL�HFRQRP\� GXULQJ�WKLV�SHULRG��EXW�HYHQ�
WR�LWV�PDLQWHQDQFH�� 'DYLG�+RURZLW]�� D�SURPLQHQW�,VUDHOL�

JRYHUQPHQW�HFRQRPLVW�� DGPLWV�WKDW�LQ�,VUDHO
V�ILUVW�WZHQW\�
\HDUV���WKH�LPSRUW�RI�FDSLWDO�ILQDQFHG�QRW�RQO\�LQYHVWPHQW��
EXW�DOVR��WR�D�FRQVLGHUDEOH� H[WHQW��FRQVXPSWLRQ����� 'LUHFW�
86�JRYHUQPHQW�DLG�LQFUHDVHG�WRWDO�,VUDHOL�UHVRXUFHV�E\���WR�
OO� SHUFHQW�GXULQJ������������ DQG�UDLVHG�SULYDWH�FRQVXPS"�
WLRQ�E\����WR� ���SHUFHQW��,Q�WKLV�SHULRG�WKH�LPSRUWV�RI�VXU"�

SOXV� IRRG�XQGHU�WKH�3�/�� ���� 7LWOH���SURJUDP�LQ�WKHPVHOYHV�

SHUPLWWHG�LQYHVWPHQWV�ZKLFK�SURGXFHG� D�SHUPDQHQW�LQ"�
FUHDVH�RI���SHUFHQW�LQ�WKH�,VUDHOL�JURVV�QDWLRQDO�SURGXFW����

7KH�86� JRYHUQPHQW�KDV�PDGH�D�GUDPDWLF�LQFUHDVH�VLQFH�WKH�
-XQH�:DU�LQ�WKH�DOUHDG\�PXQLILFHQW�DPRXQW�RI�DLG�LW�KDG�EHHQ�

JLYLQJ�,VUDHO�� 1L[RQ
V� DGPLQLVWUDWLRQ�ERDVWV� WKDW�LW�KDV�VHQW�
PRUH�DLG�WR�,VUDHO�LQ�IRXU�\HDUV�WKDQ�WKH�WRWDO�DPRXQW�LVVXHG�
E\�DOO�SUHYLRXV�DGPLQLVWUDWLRQV�FRPELQHG�� XQWLO������ WKH�
JUDQG�WRWDO� IRU�86� DLG�WR�,VUDHO�ZDV�������� PLOOLRQ�LQ�JUDQWV��
ORDQV�DQG�PLOLWDU\�DQG�HFRQRPLF� DLG�RYHU�D�WZHQW\�\HDU�SHU"�
LRG��LQ�WKH�IRXU�\HDUV�EHWZHHQ� ����� DQG�������1L[RQ� GLV"�
SDWFKHG�������� PLOOLRQ�LQ�DLG�WR�,VUDHO���� %\�PLG������ ,V"�
UDHO�KDG�UHFHLYHG�WKH�VWDJJHULQJ�VXP�RI�RYHU����ELOOLRQ�LQ�
HFRQRPLF� DVVLVWDQFH�IURP�YDULRXV�IRUHLJQ�VRXUFHV�VLQFH�WKH�

EHJLQQLQJ�RI�WKH�VWDWH��RU�������� WRWDO�IRU�HDFK� ,VUDHOLA�
��

DQ�DYHUDJH�RI������ SHU�\HDU�SHU�FDSLWD�LQ�DLG�� 7KXV�DQ�DYHU"�
DJH�,VUDHOL�HDFK�\HDU�UHFHLYHG�LQ�DLG�DORQH�PRUH�WKDQ�GRXEOH�
WKH�SHU�FDSLWD�LQFRPH�RI�DQ�(J\SWLDQ������� LQ��������

,65$(/
6� (&2120,&� 48$1'$5<�

,VUDHO
V�XQLTXH� FRORQLDO� WUDGLWLRQ�RI�VXUYLYDO�E\�VXEVLG\�KDV�

SURGXFHG� D�VWUDQJH�HFRQRPLF� VWUXFWXUH�DQG�D�SURIRXQG�EDO"�
DQFH�RI�SD\PHQWV�GHILFLW�� )RU�GHVSLWH�DQ�HQRUPRXV� DPRXQW�
RI�RXWULJKW�JLIWV�IURP�DEURDG�� ,VUDHO
V�VWUDWHJLF�UHTXLUHPHQWV�
RI�DQ�DUWLILFLDOO\�KLJK�VWDQGDUG�RI�OLYLQJ�IRU�LWV�SRSXODWLRQ�
DQG�H[SHQVLYH�LPSRUWHG�HTXLSPHQW� IRU�LWV�DUP\�LQFXU�D�EDO"�
DQFH�RI� SD\PHQWV�GHILFLW�RI�DERXW� D�ELOOLRQ�DQG�D�KDOI�GRO"�
ODUV�DQQXDOO\�� ,VUDHO�LPSRUWHG�JRRGV� DQG�VHUYLFHV�ZRUWK����
ELOOLRQ�LQ������ DQG�H[SRUWHG�RQO\� D�ELOOLRQ�DQG�D�KDOI�GRO"�
ODUV�ZRUWK�� 7KH�IRUHLJQ�GHEW�DPRXQWV�WR�������� SHU�FLWL]HQ��
DQG�QHDUO\����SHUFHQW�RI�WKH�,VUDHOL�*13� LV�QHHGHG� DQQXDOO\�
MXVW�WR�VHUYLFH�WKH�GHEW����

,VUDHO�KDV�FDPSDLJQHG� DVVLGXRXVO\� IRU�DVVLVWDQFH�IURP�DEURDG��
EXW�GLVOLNHV�WKH�GHILFLW��GHEWV�DQG�GHSHQGHQFH� ZKLFK�KDYH�
HQVXHG�� 7KXV�D�PDMRU�,VUDHOL�HFRQRPLF� JRDO�LV�WRZDUG�
�HFRQRPLF� LQGHSHQGHQFH��� WR�EH�DFKLHYHG�E\�LQFUHDVLQJ�
H[SRUWV���� +RZHYHU��,VUDHO�KDV�WZR�VHULRXV�DQG�LQWHUUHODWHG�

SUREOHPV�ZLWK�H[SRUWV�� WKH�W\SH�RI�SURGXFWV�H[SRUWHG� DQG�
WKH�PDUNHWV�WR�ZKLFK�WKH\�DUH�VHQW��

$Q�,VUDHOL�HFRQRPLVW�ZURWH�UHFHQWO\�WKDW��IHZ�SHRSOH�ZLOO�

GLVDJUHH�WKDW�H[SDQGLQJ�WKHVH� >PDMRU@� WUDGLWLRQDO�H[SRUWV�LV�

HFRQRPLFDOO\� XQGHVLUDEOH����� &LWUXV��ZKLFK�LQ������ FRP"�

SRVHG� ����RI�,VUDHOL�PHUFKDQGLVH�H[SRUWV�QRZ�FRQVWLWXWHV�

RQO\�DERXW� ����� ,W�LV�XQOLNHO\�WKDW�FLWUXV�H[SRUWV�FDQ�EH�

VXEVWDQWLDOO\�LQFUHDVHG�DW�D�UHDVRQDEOH� SURILW��VLQFH�WKH�EHVW�
ODQG�KDV�DOUHDG\�EHHQ�SODQWHG�DQG�DGGLWLRQDO�ZDWHU�LV�
VFDUFH���� 0RUHRYHU��PRVW�,VUDHOL�IUXLW�LV�H[SRUWHG�WR�

(XURSH� DQG�*UHDW�%ULWDLQ��ZKHUH�LW�IDFHV�VWLII�FRPSHWLWLRQ�
IURP�1RUWK�$IULFDQ�DQG�6SDQLVK�FLWUXV��SURGXFHG� DW�ORZ�

ZDJHV��DQ�LPSRUWDQW�FRPSHWLWLYH�DGYDQWDJH�LQ�VXFK�D�ODERU�
LQWHQVLYH�LQGXVWU\��DQG�WUDQVSRUWHG�D�VKRUWHU�GLVWDQFH�WR�
PDUNHW���� ,VUDHOL�H[SRUWV�RI�PLQLQJ�SURGXFWV�VXFK�DV�
SKRVSKDWH� DQG�SRWDVK�DUH�VR�KDPSHUHG�E\�FRPSHWLWLRQ�
IURP�RWKHU�FRXQWULHV�DQG�KLJK�WUDQVSRUWDWLRQ�FRVWV�WR�PDUNHW�
WKDW�SURILWV�IURP�WKHLU�VDOH�DEURDG� �DUH�EHFRPLQJ�PDUJLQDO�
DQG�VRPHWLPHV�QHJDWLYH��� ���

,VUDHO
V�H[SRUWV�RI�PDQXIDFWXUHG�JRRGV� JHQHUDOO\�VKDUH�WKH�
GUDZEDFN�RI�WKHPVHOYHV�UHTXLULQJ�WKH�LPSRUW�RI�UDZ�PDWHULDOV�
IRU�WKH�SURGXFWLRQ� SURFHVV�� 3ROLVKHG�GLDPRQGV�� IRU�H[DPSOH��
,VUDHO
V�ODUJHVW�H[SRUW��DUH�GHSHQGHQW�RQ�WKH�LPSRUW�RI�URXJK�
GLDPRQGV� IURP�6RXWK�$IULFD��DQG�WKXV�GHSHQGHQW� RQ�WKH�

VWURQJ�'H�%HHUV�FDUWHO�ZKLFK�FRQWUROV�WKH�URXJK�GLDPRQG�
PDUNHW�� 0RUHRYHU��WKH�SROLVKHG�GLDPRQG� LQGXVWU\�LV�DW�WKH�

PHUF\�RI�IOXFWXDWLQJ�ZRUOG�GHPDQG��ZKLFK�YDULHV�JUHDWO\�
DFFRUGLQJ�WR�JOREDO� ILQDQFLDO�FRQGLWLRQV�� IOXFWXDWLQJ�GHPDQG�
LV�HVSHFLDOO\� GDQJHURXV�LQ�DQ�LQGXVWU\�ZLWK�ORZ�SURILWV�SHU�
XQLW�DQG�ORZ�YDOXH�DGGHG���� )XUWKHUPRUH��,VUDHOL�SROLVKHG�
GLDPRQGV� DUH�QRZ�D�GRPLQDQW�IDFWRU�RQ�WKH�ZRUOG�PDUNHW��
DQG�DUH�QRW�H[SHFWHG� WR�FRQWLQXH�ORQJ�DW�WKHLU�SUHVHQW�UDWH�
RI�JURZWK����SDUWLFXODUO\�ZLWK�LQFUHDVLQJ�FRPSHWLRQ� IURP�
FRXQWULHV�VXFK�DV�,QGLD�DQG�-DSDQ����

([SRUWV�RI�RWKHU�PDQXIDFWXUHG�SURGXFWV�RQ�ZKLFK�,VUDHO�
UHOLHG�LQ�WKH�SDVW���SDSHU��SO\ZRRG�� FHPHQW��WLUHV�DQG�FRWWRQ�

\DUQ����KDYH�JURZQ�YHU\�OLWWOH�LQ�UHFHQW�\HDUV��D�5$1'� VWXG\�
REVHUYHG��EHFDXVH� �LQ�DOO�WKHVH�FDVHV��FRPSHWLWLRQ� RQ�WKH�
ZRUOG�PDUNHW�KDV�EHHQ�YHU\�ILHUFH��SDUWO\�ZLWK�RWKHU� GHYHORS"�
LQJ�FRXQWULHV����� 7KH�PRVW�LPSRUWDQW�IDFWRU�LQ�WKHLU�SDVW�
JURZWK�ZDV�WKH�IDFW�WKDW�WKH\�ZHUH�SURPRWHG�E\�DUWLILFLDO�
PHDQV�VXFK�DV�ELODWHUDO�WUDGH�DJUHHPHQWV��YHU\�KLJK�HIIHFWLYH�
H[FKDQJH�UDWHV������ DQG�SURWHFWLYH�PDUNHW�VKDULQJ�DJUHHPHQWV�
RQ�WKH�GRPHVWLF�PDUNHW�� :LWK�WLPH��WKLV�SURWHFWLRQ�ZDV�

PLWLJDWHG������

,Q�JHQHUDO��,VUDHO�LV�PDNLQJ�DQ�HIIRUW�WR�LQFUHDVH�LWV�H[SRUWV�
RI��VFLHQFH�EDVHG�� LQGXVWU\��%XW�WKH�UHODWHG�SUREOHP�RI�
PDUNHWV�VWLOO�SHUVLVWV�� ,VUDHO�KDV�ZRUNHG�WR�H[SDQG� LWV�WUDGH�
ZLWK�QRQLQGXVWULDOL]HG� FRXQWULHV��HVSHFLDOO\�LQ�$IULFD��DQG�
KDV�HYHQ�JLYHQ�PLOLWDU\�DLG�WR�UHDFWLRQDU\�UHJLPHV��� FRXQWHU"�

LQVXUJHQF\�WUDLQLQJ�WR�WKH�DUPLHV�RI�&KDG� DQG�(WKLRSLD� DQG�

SDUDWURRS�LQVWUXFWLRQ�IRU�WKH�DUPLHV�RI�&RQJR�.LQVKDVD�� IRU�

H[DPSOH� ���WR�IRVWHU�HFRQRPLF� UHODWLRQV���� ,VUDHO�VXFFHHGHG�
LQ�ILQGLQJ�D�FXVWRPHU�IRU�LWV�EXUJHRQLQJ�DUPV�LQGXVWU\�LQ�WKH�
6KDK�RI�,UDQ��DQG�LWV�8]L� VXE�PDFKLQH�JXQV�KDYH�EHHQ�SODFHG�
LQ�WKH�KDQGV�RI�3RUWXJXHVH�VROGLHUV�ILJKWLQJ�FRORQLDO�ZDUV�LQ�
VRXWKHUQ�$IULFD��

,VUDHO�LV�VWLOO�IRUFHG�WR�WUDGH�SULPDULO\�ZLWK�RWKHU�DGYDQFHG�

FDSLWDOLVW�FRXQWULHV��KRZHYHU������ RI�,VUDHO
V�H[SRUWV�DUH�

VKLSSHG�WR�:HVWHUQ�(XURSH� DQG�1RUWK�$PHULFD���� %\�WKH�

HDUO\�6HYHQWLHV��,VUDHO
V�PDMRU�WUDGLQJ�SDUWQHUV�LQ�(XURSH�
DQD�1RUWK�$PHULFD�VZXQJ�WRZDUG�SURWHFWLRQLVP�IRU�WKHLU�
RZQ�LQGXVWULHV��ZKLFK�DUJXHG�SRRUO\�IRU�DQ\�SURVSHFW�RI�
,VUDHO�EDVLQJ�LWV�H[SRUW�HFRQRP\� RQ�VKLSSLQJ�PDQXIDFWXUHG�
JRRGV�WR�WKRVH�FRXQWLHV�� 3UHVLGHQW�1L[RQ� LPSRVHG� LPSRUW�
VXUFKDUJHV�LQ�WKH�8QLWHG�6WDWHV��DQG�WKH�&RPPRQ� 0DUNHW�

H[SDQGHG�� 7KH�H[SDQVLRQ� RI�WKH�&RPPRQ� 0DUNHW�IURP�
VL[�WR�QLQH�QDWLRQV�ZDV�H[SHFWHG� WR�LQFUHDVH�WUDGH�DPRQJ�
FRXQWULHV�ZKLFK�DUH�SDUW\�WR�LW�WR�WKH�GLVDGYDQWDJH� RI�WKRVH�
RXWVLGH�� 0RUHRYHU��LQ�LWV�GHDOLQJV�ZLWK�WKH� &RPPRQ� 0DUNHW�
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FRXQWULHV��,VUDHO�ZLOO�KDYH�FRPSHWLWLRQ�IURP�GHYHORSLQJ�
FRXQWULHV�ZKLFK�DUH�DOORZHG�WR�VKLS�PDQXIDFWXUHG�DQG�VHPL"�
PDQXIDFWXUHG�JRRGV� LQWR�WKH�&RPPRQ�0DUNHW�GXW\�IUHH����

,VUDHO��WKHQ��LV�FDXJKW�LQ�D�TXDQGDU\�� ,Q�H[SRUWLQJ�UDZ�
PDWHULDOV��� DJULFXOWXUDO�DQG�PLQLQJ�SURGXFWV���WR�(XURSH� LW�
IDFHV�WKH�SK\VLFDO�OLPLWDWLRQV�RI�UHVRXUFHV�LQ�SUH������
,VUDHO�DQG�FRPSHWLWLRQ� IURP�RWKHU�VXSSOLHUV�ZLWK�ORZHU�ZDJHV�
DQG�WUDQVSRUWDWLRQ�FRVWV�� ,Q�H[SRUWLQJ�PDQXIDFWXUHG�JRRGV�
WR�LWV�SULPDU\�WUDGLQJ�SDUWQHUV�LQ�(XURSH� DQG�1RUWK�$PHULFD��
,VUDHO�IDFHV�FRPSHWLWLRQ�IURP�WKH�LQGXVWULHV�RI�WKH�DGYDQFHG�
FDSLWDOLVW�FRXQWULHV�WKHPVHOYHV�DQG�WKHLU�SURWHFWLYH�WDULIIV��
)XUWKHUPRUH��D�5$1'� VWXG\�GHFODUHV�WKDW��WKH�PRVW�QDWXUDO�
PDUNHWV�IRU�,VUDHO�ZRXOG�EH�WKH�$UDE�FRXQWULHV��� ��� %XW�WKH�
$UDE�ER\FRWW�KDV�NHSW�,VUDHOL�SURGXFWV�IURP�WKHVH� �QDWXUDO�
PDUNHWV��IRU�ZKLFK�,VUDHOL�OHDGHUV�KDYH�ORQJ�\HDUQHG�� $OVR��
WKH�ER\FRWW�KDV�LQKLELWHG�RWKHU�IRUPV�RI�,VUDHOL�HFRQRPLF�
SHQHWUDWLRQ�RI�WKHVH�$UDE�WHUULWRULHV��$V�ORQJ�DV�WKH�ER\FRWW�
UHPDLQV�XQEUHDFKHG��,VUDHO�ZRXOG�KDYH�OLWWOH�KRSH�RI�H[SRUWLQJ�
HQRXJK�WR�DFKLHYH�WKH�SURVSHURXV�HFRQRPLF� �LQGHSHQGHQFH��
LWV�OHDGHUV�VR�GHVLUH�� 7KLV�GLOHPPD�LV�DW�WKH�EDVH� RI�,VUDHOL�
JRYHUQPHQW�SROLF\�LQ�WKH�RFFXSLHG� WHUULWRULHV�VLQFH�WKH�
-XQH�ZDU��

,65$(/,� '(%$7(� 21� 7+(� 2&&83,('� $5($6�

2Q�WKH�HYH�RI�WKH�-XQH�ZDU��,VUDHO�ZDV�FXW�RII�IURP�KHU��QDWXUDO�
PDUNHWV��LQ�WKH�$UDE�FRXQWULHV��ORFNHG� LQWR�D�WURXEOHG�UHOD"�
WLRQ�ZLWK�RWKHU�DGYDQFHG� FDSLWDOLVW�FRXQWULHV��DQG�GHSHQGHQW�
RQ�IRUHLJQ�VXEVLG\�IRU�HFRQRPLF� VXUYLYDO��$IWHU�VL[�GD\V�RI�
ZDU��,VUDHO�KDG�PRUH�WKDQ�WULSOHG�WKH�DUHD�XQGHU�LWV�FRQWURO�
DQG�KDG�D�PLOOLRQ�3DOHVWLQLDQ�$UDEV�XQGHU�LWV�PLOLWDU\�MXULV"�
GLFWLRQ�� $W�ODVW��DIWHU�QLQHWHHQ�\HDUV�RI�HFRQRPLF� LVRODWLRQ�
IURP�LWV�$UDE�QHLJKERUV��,VUDHO�KDG�DQ�RSSRUWXQLW\�WR�EUHDN�

WKURXJK�WKH�EDUULHUV�RI�WKH�$UDE�ER\FRWW�E\�EXLOGLQJ�HFR"�
QRPLF�UHODWLRQV�ZLWK�WKH�FRQTXHUHG� DUHDV�� %XW�VHL]LQJ�WKDW�

RSSRUWXQLW\�ZRXOG� UHTXLUH�DQ�DEUXSW�EUHDN�ZLWK�WKH�WUDGLWLRQV�
RQ�ZKLFK�,VUDHO�ZDV�EXLOW��

,Q�WKH�DIWHUPDWK�RI�WKH�ZDU��D�IXULRXV�GHEDWH� UDJHG�LQ�,VUDHO�
RQ�ZKDW�SROLF\�WR�SXUVXH�LQ�WKH�QHZO\�RFFXSLHG� DUHDV��
:LWK�WKH�H[FHSWLRQ� RI�D�VPDOO�IUDFWLRQ�RI�,VUDHOL�VRFLHW\�a�

WKRVH�LQ�0DWVSHQ�DQG�5DNDK� IRU�H[DPSOH� ���WKH�GHEDWH�ZDV�
EHWZHHQ�WKRVH�ZKR�ORRN�EDFN�WR�WKH�H[FOXVLYLVP�RI�WKH�SDVW�
DQG�WKRVH�ZKR�VHH�IRUZDUG�WR�H[SORLWDWLRQ� RI�WKH�$UDE�

SHRSOH� LQ�WKH�IXWXUH��

7R�WKH�WUDGLWLRQDOLVWV��WKH�PLOOLRQ�QHZ�$UDEV�WKUHDWHQ�WR�
DGXOWHUDWH�WKH��-HZLVKQHVV��RI�WKH�VWDWH�RI�,VUDHO�DQG�LWV�
FXOWXUH�� 6RPH�� OLNH�)LQDQFH�0LQLVWHU�3LQKDV�6DSLU��IHDU�WKDW�
LI�,VUDHO�WULHV�WR�VZDOORZ�WKH�QHZ�WHUULWRULHV��LW�ZLOO�FKRNH��
RQ�WKH�RWKHU�KDQG��WKH\�PDLQWDLQ�WKDW�E\�ZLWKGUDZLQJ�IURP�
DW�OHDVW�WKH�KHDYLO\�SRSXODWHG� SRUWLRQV�RI�WKH�$UDE�DUHDV��,VUDHO�
ZRXOG�EH�VXUUHQGHULQJ�QRWKLQJ��EXW�UDWKHU��IUHHLQJ�LWVHOI�RI�
D�EXUGHQ���

6DSLU�LV�WKH�IRUHPRVW�ZRUULHU�DERXW�WKH� �GHPRJUDSKLF�
SUREOHP�
�� WKH�UHDOLWLHV�RI�SRSXODWLRQ� VWDWLVWLFV�DQG�IHU"�

WLOLW\�UDWHV�XQGHUOLH�KLV� DQ[LHW\�WKDW�LI�,VUDHO�ZHUH�WR�DQQH[�
WKH�RFFXSLHG� DUHDV��ZLWKLQ�WHQ�RU�WZHQW\�\HDUV�LW�ZRXOG� EH�
D�-HZLVK�VWDWH��LQ�QDPH�RQO\��� ��� D� UHFHQW�5$1'� VWXG\�
IXQGHG�E\�WKH�86�'HSDUWPHQW�RI�'HIHQVH�GHVFULEHG�WKH�

�GHPRJUDSKLF� QLJKWPDUH��LQ�WKHVH�WHUPV��

7KH�GLIIHUHQFHV�LQ�FXOWXUH�DQG�EDVLF�VRFLDO�
VWUXFWXUH�EHWZHHQ�WKH�$UDE�DQG�-HZLVK�
FRPPXQLWLHV�ZHUH�UHIOHFWHG�LQ�WKHLU�UHODWLYH�
UDWHV�RI�QDWXUDO�LQFUHDVH�� 7KH� ,VUDHOL�$UDE�
PLQRULW\�KDG�GRXEOHG� IURP��������� LQ������
WR��������� LQ������� DQ�LPSOLFLW�DYHUDJH�DQQXDO�
UDWH�RI�LQFUHDVH�RI�������ZKHUHDV�WKH�QDWXUDO�
UDWH�IRU�-HZV�KDG�GHFUHDVHG� IURP������ LQ������
WR������ LQ������� 2Q�WKH�VHHPLQJO\�UHDVRQDEOH�
H[SHFWDWLRQ� WKDW�D�VLPLODU�JDS�ZRXOG� FKDUDFWHUL]H�
WKH�UHODWLYH�QDWXUDO�UDWHV�RI�LQFUHDVH�RI�-HZV�DQG�
:HVW�%DQN�*D]D� $UDEV��LW�VHHPHG� FOHDU�WKDW�WKH�
-HZLVK�PDMRULW\�ZKLFK�ZDV�DOUHDG\�VOLP���������
ZRXOG�EH�WXUQHG�LQWR�D�PLQRULW\�LQ�WKH�IRUHVHHDEOH�
IXWXUH��7KH�RQO\�TXHVWLRQ� DSSHDUHG� WR�EH�WKH�
H[DFW�GDWH�RI�WKH�FURVVRYHU�SRLQW�� :KDW�ZRXOG�
WKHQ�KDSSHQ�WR�WKH�-HZLVK�FKDUDFWHU�RI�WKH�
VWDWH"����

$�UHODWHG�FRQFHUQ�RI�WKH�WUDGLWLRQDOO\�LQFOLQHG�H[FOXVLRQLVWV�
LV�WKH�SURWHFWLRQ�RI�WKH�SRVLWLRQ�DQG�SHFXOLDU�YDOXHV�RI�
�-HZLVK�ODERU�� DV�D�IRXQGDWLRQ�RI�WKH�=LRQLVW�HFRQRP\��
7KHLU�FRQFHUQ�LV�LQWHQVLILHG�DV�WKH�ZRUNHUV�RI�WKH�:HVW�%DQN�
DQG�*D]D� LQ�HYHU�LQFUHDVLQJ�QXPEHUV�HQWHU�WKH�PRVW�H[SORLWHG�
VHFWRUV�RI�WKH�,VUDHOL�SUROHWDULDW�� 7KH�+LVWDGUXW�6HFUHWDU\��
*HQHUDO�<LW]KDN� %HQ�$KDURQ�VKRFNHG� D�PHHWLQJ�RI�WKH�/DERU�

3DUW\�6HFUHWDULDW�LQ�)HEUXDU\������E\�DVVHUWLQJ�

,�GR�QRW�NQRZ�ZKHWKHU�WKH�WHUULWRULHV�WKDW�ZH�
KROG�DUH�EDUJDLQLQJ�FDUGV�RU�SHUKDSV�HPEHUV�EXUQLQJ�
DZD\�RXU�IRXQGDWLRQV��

���� ,�DP�QRW�DW�DOO�VXUH�WKDW�RQH�RI�WKHVH�GD\V�ZH�
ZLOO�FRQFOXGH� WKDW�D�FHUWDLQ�SRUWLRQ�RI�WKH�SRSXOD"�
WLRQ�DQG�FHUWDLQ�VHFWLRQV�RI�WKH�FRXQWU\�VKRXOG�
QRW�EH�XQGHU�RXU�FRQWURO�HYHQ�ZLWKRXW�UHFHLYLQJ�
D�FRXQWHU�VLJQDWXUH�>RQ�D�SHDFH� WUHDW\@��

:LWKRXW�EHLQJ�DQ�H[WUHPH�0DU[LVW��,�PXVW�VD\�
WKDW�LW
V�YHU\�VZHHW�EXLOGLQJ�=LRQLVP�ZLWK�$UDE�
ODERU��WR�EXLOG�FLWLHV�RI�WKH�HFRQRP\� DQG�HQMR\�
LW��:H�VKDOO�VRRQ� KHDU�WKDW�DQ\RQH�ZKR�VD\V�KH�
GRHV� QRW�ZDQW�WR�JHW�ULFK�RQ�WKH�ZRUN�RI�WKH�
$UDEV�IURP�WKH�WHUULWRULHV�TXHVWLRQV� WKH�UHDOL]D"�
WLRQ�RI�=LRQLVP�DQG�KROGV�EDFN�UHGHPSWLRQ�
DQG�GHYHORSPHQW�� ���

�7R� VXP�XS�WKLV�LVVXH��� %HQ�$KDURQ�VDLG���/DERXU� =LRQLVP�
QHYHU�DVVXPHG�WKH�SRVVLELOLW\�WKDW�WKH�-HZLVK�SHRSOH� LQ�WKHLU�
RZQ�ODQG�ZRXOG�EHFRPH� D�QDWLRQ�UXOLQJ�RYHU�RWKHU�QDWLRQV���
7KH�YHU\�GHPDQGV�RI�=LRQLVW�GHYHORSPHQW��KH�DYHUUHG��ZHUH�


�7KHUH�DUH�RWKHU�,VUDHOL�SROLWLFLDQV�ZRUULHG�DERXW�WKH�
GHPRJUDSKLF� SUREOHP�ZKR�DUH�XQZLOOLQJ�WR�ZLWKGUDZ�
IURP�WKH�RFFXSLHG� DUHDV�� %HQ�*XULRQ��IRU�H[DPSOH�� SURSRVHV�
QRW�WR�JLYH�XS�WKH�FRQTXHUHG� WHUULWRU\�EXW�WR�GR�YLJRURXV�
EDWWOH�RQ�WKH�UHSURGXFWLYH�IURQW��1RWLQJ�WKDW�LI�WKH� 3DOHV"�
WLQLDQ�$UDEV� QDWXUDO�UDWH�RI�LQFUHDVH�FRQWLQXHV� DV�LW�KDV�
EHHQ��LQ�WZHQW\�\HDUV��WKH�FRPSOHWH� /DQG�RI�,VUDHO��QRW�LQ"�
FOXGLQJ�7UDQVMRUGDQ��ZLOO�FRQWDLQ�����PLOOLRQ�QRQ�-HZV���KH�
FRPPHQWV���$QG� LI�WKH� -HZLVK�ELUWKUDWH�FRQWLQXHV�WR�GH"�
FOLQH�DV�LW�KDV�LQ�SUHYLRXV�\HDUV��WKH�RXWFRPH� IRU�WKH�VWDWH�
RI�,VUDHO�LV�QRW�KDUG�WR�LPDJLQH����� 7KHUHIRUH�KH�XUJHV�WKDW�
LW�EH�H[SODLQHG� �WR�HYHU\�-HZLVK�ZRPDQ� FDSDEOH� RI�XQGHU"�
VWDQGLQJ�WKH�XQLTXH� QHHGV�RI�D�QDWLRQ�VXFK�DV� ,VUDHO�WKDW�
WKHLU�SULPH�REOLJDWLRQ� LV�WR�KDYH�DW�OHDVW�IRXU�FKLOGUHQ��DQG��
DV�IDU�DV�SRVVLEOH��ZLWKLQ�HLJKW�WR�WHQ�\HDUV�DIWHU�EHLQJ�
PDUULHG������ +H�VXJJHVWV�WKDW��LQFHQWLYHV�� EH�RIIHUHG�LQ�
WKH�IRUP�RI�VSHFLDO�HFRQRPLF� DVVLVWDQFH�WR�ODUJH�IDPLOLHV��
%HFDXVH� WKH�VWDWH�ZRXOG� SUHVXPDEO\�EH�REOLJHG�WR�DLG�ERWK�
-HZV�DQG�$UDEV��%HQ�*XULRQ�DGYRFDWHV� WKDW�WKH�PDWWHU�EH�
KDQGHG�RYHU�WR�WKH�-HZLVK�$JHQF\�RU�VRPH�RWKHU�RUJDQL]D"�
WLRQ�ZKLFK�FRXOG� DVVLVW�RQO\�-HZV����
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ERXQG�WR�FUHDWH�D�GLVDVWURXV�VLWXDWLRQ�LI�$UDE�ODERU�FRQWLQXHG�
WR�EH�HPSOR\HG� RQ�D�ODUJH�VFDOH�LQ�,VUDHO��

2XU�REMHFWLYH� LV�WR�PDLQWDLQ�D�ODUJH�HFRQRP\�� D�ODUJH�
VWUHDP�RI�LPPLJUDWLRQ��DQG�WR�GHYHORS� RXU�FRXQWU\��
7KLV�REMHFWLYH� QHFHVVLWDWHV�WUHPHQGRXV�HIIRUWV�ZKLFK�
ZLOO�EULQJ�XV�VHULRXV�FULVHV�� ,�IHDU�WR�WKLQN�DERXW�WKH�
ILUVW�GD\�RI�WKH�FULVLV��ZLWK�WHQV�RI�WKRXVDQGV� RI�
$UDEV�ZRUNLQJ�LQ�RXU�IDFWRULHV�DQG�PDQQLQJ�RXU�
FRQVWUXFWLRQ�WHDPV��$OO�WKH�PRUDOV�DQG�WUDGLWLRQV�
RI�-XGDLVP�ZLOO�QRW�VXIILFH�XV��1RWKLQJ�GRQH�E\�
WKHVH�$UDEV�ZLOO�EH�FRXQWHG� WR�WKHLU�FUHGLW�� 7KH\�
ZLOO�UHPDLQ�VWUDQJHUV��7KH\�ZLOO�UHPDLQ�WKH�ILUVW�
WR�EH�GLVPLVVHG����

6DSLU
V� �GHPRJUDSKLF� QLJKWPDUH��DQG�%HQ�$KDURQ
V
� DQDO"�
\VLV�WKDW�WKH�IORRG�RI�3DOHVWLQLDQ�$UDE�ZRUNHUV�ZLOO�VXEPHUJH�
WKH�VSHFLDO�KLVWRULFDO�UROH�RI�WKH�-HZLVK�SUROHWDULDW�LQ�,VUDHO�
KDYH�PRWLYDWHG�D�PLQRULW\�RI�,VUDHOLV�WR�VXSSRUW�ZLWKGUDZDO�
IURP�KHDYLO\�SRSXODWHG� SRUWLRQV�RI�WKH�RFFXSLHG� DUHDV�� 7KH\�
DUH�D�VPDOO�PLQRULW\��KRZHYHU��DQG�WKH�LQVSLUDWLRQ�VWHPV�
IURP�WKH�UDFLVP�RI�H[FOXVLRQ� RQ�ZKLFK�WKH�=LRQLVW�FRORQ\�
ZDV�HVWDEOLVKHG��

7R�WKH�WUDGLWLRQDOLVWV��WKH�FDSWXUHG�WHUULWRULHV�PD\�EH�WHPSW"�
LQJO\�DWWUDFWLYH��EXW�WKHLU�SRSXODWLRQ� LV�UHSHOOHQW�� /HYL�(VK��
NRO�VXPPHG�XS�WKHLU�YLHZSRLQW�E\�VD\LQJ���7KH� GRZU\�LV�

JRUJHRXV��EXW�WKH�EULGH�LV�VR�KRPHO\����� 7KH�WUDGLWLRQDO"�
LVWV�ZKR�IDYRU�DW�OHDVW�D�SDUWLDO�ZLWKGUDZDO�DUH�SUHSDUHG��LQ�
HIIHFW��WR�UHQRXQFH�WKH�GRZU\�ZLWK�UHJUHW�DQG�FDOO�RII�WKH�

PDUULDJH�� %XW� WKHUH�DUH�RWKHUV���ZKR� DOVR�IROORZ�WKH�WUDG"�
LWLRQ�RI�H[FOXVLRQ� RI�$UDEV���ZKR�ZRXOG� OLNH�WR�JUDE�WKH�

GRZU\�DQG�VHQG�WKH�EULGH�DZD\�� 3URPLQHQW�DPRQJ�WKHVH�
DQQH[DWLRQLVWV�LV�<LVKUDHO� 6KDLE�(OGDG�� IRUPHUO\�WKH��FKLHI�

LGHRORJXH�� RI�WKH�6WHUQ�*DQJ��DQG�QRZ�LQ�D�VLPLODU�SRVLWLRQ�
ZLWK�WKH�/DQG� RI�,VUDHO�0RYHPHQW�� 7KH�/DQG� RI�,VUDHO�0RYH"�
PHQW��DQG�LQ�SDUWLFXODU�(OGDG��

KDYH�RSHQO\�KLQWHG�DW�WKH�QHFHVVLW\�IRU�WKH�GHSDUWXUH�
RI�D�VLJQLILFDQW�JURXS�RI�$UDEV�IURP�WKH�RFFXSLHG� WHU"�
ULWRULHV��ZLWK�WKH�MXVWLILFDWLRQ�WKDW�LI�,VUDHO�WRRN� LQ�D�
PLOOLRQ�-HZV�IURP�WKH�$UDE�FRXQWULHV��WKH�$UDE�FRXQ"�
WULHV�VKRXOG� EH�ZLOOLQJ�WR�WDNH�LQ�D�VLPLODU�QXPEHU�RI�
$UDEV����

$QRWKHU�DQQH[DWLRQLVW�JURXS�LV�WKH�-HZLVK�'HIHQVH� /HDJXH��
ZKLFK�LQ�'HFHPEHU� ����� WRRN� IODPER\DQW�LI�LQHIIHFWXDO�
DFWLRQ�RI�LWV�RZQ�WR�GHFUHDVH� WKH�3DOHVWLQLDQ�$UDE�SRSXODWLRQ�
RI�WKH�RFFXSLHG� WHUULWRULHV�� WKH�-�'�/�� VHQW�D�FLUFXODU�WR�
���� $UDEV�RQ�WKH�:HVW�%DQN�RIIHULQJ�WR�ILQDQFH�WKHLU�HPL"�

JUDWLRQ�ZLWK�D�VWLSHQG�RI�������� SHU�HPLJUDQW���� 7KH�-�'�/��

OHWWHU��ZULWWHQ�LQ�+HEUHZ��GHFODUHG�WR�WKH�$UDE�UHFLSLHQWV��


� %HQ�$KDURQ
V�GHIHQVH�RI�WKH��EDVLF� YDOXHV�RI�ODERU�=LRQ"�
LVP��SURSHOOHG�KLP�LQWR�D�ELWWHU�GHEDWH� ZLWK�RWKHU�PHPEHUV�
RI�KLV�RZQ� /DERU� 3DUW\��WKH�DUJXPHQWV�UHYROYHG�DURXQG�WKH�
LVVXHV�UDLVHG�QRW�RQO\�E\�%HQ�$KDURQ
V�WHQWDWLYH�DGYRFDF\�
RI�ZLWKGUDZDO��EXW�DOVR�E\�KLV�VFDWKLQJ�DWWDFNV�RQ�WKH�JRY"�
HUQPHQW�IRU�LWV�SRVWZDU�HFRQRPLF� SROLFLHV��ZKLFK�KH�PDLQ"�
WDLQHG�UDLVHG�SURILWV�UDWKHU�WKDQ�ZDJHV��DQG�FUHDWHG�D�FODVV�
RI�QHZ�PLOOLRQDLUHV�� �,VUDHO�QRZ�KDV�DERXW� ���� FLWL]HQV�RZQ"�
LQJ�SURSHUW\�ZRUWK�,/�RQH�PLOOLRQ"��������"RU� PRUH�����
%HQ�$KDURQ�GHFODUHG��WKDW��7KH� H[LVWLQJ�VRFLDO�JURXSV�LQ�
WKLV�FRXQWU\�DUH�WKH�UHVXOW�RI�FRQVFLRXV� DQG�ZLOOIXO�SROLF\��
DQG�QRW�RI�DFFLGHQWV�� ������7KH�FXUUHQW�SROLF\�LV�RQH�RI�HVWD"�
EOLVKLQJ�FDSLWDOLVP�LQ�,VUDHO�����
2QH�RI�WKH�SRODULWLHV�LQ�WKH�GHEDWH� RQ�WKH�RFFXSLHG� DUHDV��LW�
VHHPV��LV�EHWZHHQ�WKRVH� DVVRFLDWHG� ZLWK�WKH�EXUHDXFUDF\� RI�
WKH�SXEOLF�DQG��ODERU�� �+LVWDGUXW�� VHFWRUV�RI�WKH�HFRQRP\��
OLNH�%HQ�$KDURQ��ZKR�DGYRFDWH� WKH�WUDGLWLRQDO�UDFLVW�YDOXHV�
RI�H[FOXVLYLVP��DQG�WKRVH�FRQQHFWHG� ZLWK�WKH�UDSLGO\�JURZ"�
LQJ�SULYDWH�VHFWRU�RI�FDSLWDOLVWV�ZKR�DVSLUH�WR�QHZ�RSSRUWX"�
QLWLHV�IRU�H[SORLWLQJ�$UDE�DQG�-HZLVK�ODERU��DQG�IRU�HQWHULQJ�
LQWR�XQWDSSHG� $UDE�PDUNHWV��

OW�LV�FOHDU�WKDW�WKH�-HZLVK�FLWL]HQV�RI�,VUDHO�ZLOO�QRW�EH�
ZLOOLQJ�WR�LQGHILQLWHO\�VXUUHQGHU�DQ\�ELW�RI�WKH�/DQG�
RI�,VUDHO�� 7KHUH�FDQ�EH�QR�UHWUHDW�IURP�WKRVH�WHUULWR"�
ULHV�RI�WKH�/DQG�RI�,VUDHO�ZKLFK�ZHUH�OLEHUDWHG�LQ�������
)RU�WKLV�VDPH�UHDVRQ��WKH�FRQWLQXHG� SUHVHQFH�RI�D�
JURZLQJ�DQG�FU\VWDOOL]LQJ�PLQRULW\�RI�$UDEV��HYHQ�ZLWK"�
LQ�WKH�FRQILQHV�RI�WKH�
*UHHQ�/LQH�
�WKH�ERUGHUV�RI�WKH�

6PDOO� >SUH������ ZDU@� ,VUDHO
�FRQVWLWXWHV�D�GDQJHU�IRU�
WKH�IXWXUH�� 6LQFH�ZH�UHVSHFW�WKH�$UDE�QDWLRQDO�VHQWL"�
PHQW��ZH�DUH�DZDUH�RI�WKH�SRVVLELOLW\�RI�LQFHVVDQW�WHQ"�
VLRQ�EHWZHHQ�WKH�-HZLVK�PDMRULW\�DQG�WKH�$UDE�PLQRU"�
LW\��VLPLODU�WR�WKDW�LQ�1RUWKHUQ�,UHODQG�� 7KXV��IRU�WKH�
VDNH�RI�SHDFH� DQG�EURWKHUKRRG�� LW�LV�DGYLVDEOH�WR�WDNH�
VWHSV�WR�SUHYHQW�WKLV�GDQJHU�� OW�LV�GHVLUDEOH�IRU�HDFK�
SHRSOH� WR�OLYH�LQ�LWV�RZQ�FRXQWU\�DQG�QRW�XQGHU�WKH�
RWKHU
V�UXOH�� )RU�WKHVH�UHDVRQV�ZH�WXUQ�WR�\RX�DQG�
VXJJHVW�WKDW�\RX�HPLJUDWH�IURP�WKH�/DQG�RI�,VUDHO��
7R� WKLV�SXUSRVH�ZH�DUH�HVWDEOLVKLQJ�DQ�
(PLJUDWLRQ�
)XQG�
�ZKLFK�ZLOO�DLG�DQ\�$UDE�OLYLQJ�HLWKHU�ZLWKLQ�
RU�ZLWKRXW�WKH�
*UHHQ�/LQH
�ZKR�LV�ZLOOLQJ�WR�OHDYH�
WKH�FRXQWU\��

<RXUV��
7KH�-HZLVK�'HIHQVH� /HDJXH�
3�2�%�� ������ -HUXVDOHP� ���

$OO�WKH�,VUDHOL�WUDGLWLRQDOLVWV�ZLVK�WR�H[FOXGH�� DV�IDU�DV�IHDV"�
LEOH��WKH�LQGLJHQRXV�3DOHVWLQLDQ�$UDEV�IURP�WKHLU�VWDWH�ZKLFK�
VKRXOG�EH� �DV�-HZLVK�DV�(QJODQG� LV�(QJOLVK�RU�)UDQFH� LV�
)UHQFK��� DV�WKH�ROG�=LRQLVW�VORJDQ�ZRXOG� KDYH�LW�� %RWK�WKRVH�
WUDGLWLRQDOLVWV�ZKR� IDYRU�ZLWKGUDZDO�DQG�WKRVH�ZKR� IDYRU�
DQQH[DWLRQ� DUH�RSSRVHG� WR�WKH�SROLF\�RI�HFRQRPLF� LQWHJUD"�
WLRQ�RI�WKH�RFFXSLHG� DUHDV�ZLWK�SUH������ ,VUDHO�� 7KH�IRUH"�
PRVW�SURSRQHQW�RI�HFRQRPLF� LQWHJUDWLRQ�KDV�EHHQ� WKH�0LQL"�
VWHU�RI�'HIHQVH��0RVKH� 'D\DQ�� DQG�KLV�FRORQLDO� SROLF\�KDV�
LQ�IDFW�EHHQ� LPSOHPHQWHG�LQ�WKH�PLOLWDU\�RFFXSDWLRQ� RI�WKH�

FRQTXHUHG� DUHDV��WKRXJK�LW�KDV�QHYHU�EHHQ�IRUPDOO\�DFFHSWHG�
E\�WKH�&DELQHW��

'D\DQ� DQG�KLV�IHOORZ�LQWHJUDWLRQLVWV�VHH�,VUDHOL�UXOH�RYHU�WKH�
PLOOLRQ�3DOHVWLQLDQ�$UDEV�RI�WKH�RFFXSLHG� DUHDV�DV�D�JROGHQ�
RSSRUWXQLW\�WR�EUHDN�WKURXJK�WKH�$UDE�ER\FRWW�ZKLFK�KDV�
VR�KDPSHUHG�WKH�,VUDHOL�HFRQRP\�� DQG�WR�WUDQVFHQG�WKH�ROG�

SULQFLSOH�RI�H[FOXVLYLVP�RQ�ZKLFK�,VUDHO�ZDV�EXLOW��,Q�SODFH�
RI�WKH�H[DOWDWLRQ� RI�HWKQLF�SXULW\�WKH\�ZRXOG� SXW�D�QHZ�SUR"�
JUDP�RI�H[SORLWDWLRQ� RI�$UDE�QDWXUDO�DQG�KXPDQ� UHVRXUFHV��
ILUVW�LQ�WKH�RFFXSLHG� DUHDV�DQG�WKHQ�SHUKDSV�LQ�RWKHU�SDUWV�
RI�WKH�$UDE�(DVW��

7KH�ILUVW�QHFHVVLW\��'D\DQ� EHOLHYHV��LV�WR�ZRUN�DJDLQVW�WKH�
LVRODWLRQ�LPSRVHG� E\�WKH�$UDE�ER\FRWW�� �:H�PXVW�DWWHPSW�
WR�NQRFN�GRZQ�IRUFHIXOO\��� RI�FRXUVH��,�GR�QRW�PHDQ�KHUH�

E\�IRUFH�RI�DUPV�����KH�RQFH�GHFODUHG�� �WKH�ZDOOV�WKDW�VWDQG�
EHWZHHQ�XV�DQG�WKHP�RQ�WKH�EDVLV�RI�GLUHFW�FRQWDFW� LQ�GD\�

7KHUH�
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WR�GD\�DIIDLUV����� 7KH�VHFRQG� UHTXLUHPHQW�LV�WR�LQWHJUDWH����
RU�OHVV�HXSKHPLVWLFDOO\��WR�VXEVXPH���WKH�HFRQRP\�RI�WKH�

RFFXSLHG� DUHDV�� 7KLV�HFRQRPLF� OLQNDJH�EHWZHHQ� ,VUDHO�DQG�
WKH�RFFXSLHG� DUHDV�LV�FORVHO\�WLHG�LQ� 'D\DQ� V�PLQG�WR�WKH�
NLQG�RI�SHDFH�KH�ZDQWV�ZLWK�WKH�$UDE�VWDWHV�� 7KH�1HZ� <RUN�
7LPHV� UHSRUWHG�WKDW�

0U��'D\DQ�VDLG�WKDW�WKH�RQO\�SROLWLFDO�VHWWOHPHQW�
,VUDHO�ZRXOG� DFFHSW�ZRXOG� EH�RQH�EDVHG�RQ�SHDFHIXO�
UHODWLRQV�EHWZHHQ� ,VUDHO�DQG�KHU�$UDE�QHLJKERUV��
,Q�WKLV�VSKHUH��KH�DGGHG��HFRQRPLF� FRRSHUDWLRQ�
EHWZHHQ�,VUDHO�DQG�WKH�RFFXSLHG� DUHDV�VKRXOG�EH�
LQWHQVLILHG�LI�WKH�DUHDV�ZHUH�WR�EH�RSHUDWHG� SUR"�
ILWDEO\��

+H�VDLG��IRU�H[DPSOH��WKDW�WKH�*D]D� 6WULS��WKH�
:HVW�%DQN�DQG� ,VUDHO�FRXOG� QRW�IXQFWLRQ�LQGHSHQG"�
HQWO\�LQ�HFRQRPLF� PDWWHUV��$OO�RUDQJHV��KH�VDLG��
VKRXOG�EH�H[SRUWHG� LQ�D�FRRUGLQDWHG�PDQQHU��
XQGHU�,VUDHOL�VXSHUYLVLRQ�AA�

'D\DQ�KDV�EHHQ�YHU\�H[SOLFLW�LQ�UHJDUG�WR� KLV�SURJUDP�RI�
HFRQRPLF� LQWHJUDWLRQ�RI�WKH�RFFXSLHG� DUHDV��DQG�TXLWH�YDJXH�
LQ�UHIHUHQFH�WR�WKH�IXWXUH�SROLWLFDO� VWUXFWXUH�KH�IDYRUV��$�
5$1'� VXUYH\�FRPPHQWHG��

7KXV�'D\DQ� VHHPV�WR�EH�DLPLQJ�DW�DQ�DUUDQJHPHQW�
LQ�ZKLFK�WKH�LVVXH�RI�WHUULWRULDO�VRYHUHLJQW\�ZLOO�EH�
VXEPHUJHG�LQ�WKH�ZHOWHU�RI�HFRQRPLF� DQG�SHUVRQDO�
WLHV�WKDW�ZLOO�KDYH�EHHQ�FUHDWHG�LQ�WKH�DUHD�� 6XFK�
WLHV�ZLOO�H[LVW�EHWZHHQ�WKH�$UDE�DUHDV�DQG�RWKHU�
$UDE�FRXQWULHV��DV�WKH\�ZLOO�H[LVW�EHWZHHQ�WKH�$UDE�
DUHDV�DQG� ,VUDHO��,Q�WKLV�IOXLG�FUHDWLRQ��LQ�WKH�SURFHVV�
RI�LQWHJUDWLRQ��RU�ZKDW�7+(� (&2120,67� KDV�FDOOHG�

RVPRVLV�
� SDUWLFXODU�ERXQGDULHV�ZLOO�DVVXPH�VHFRQG"�
DU\�VLJQLILFDQFH����

7R�WKH�,VUDHOL�SROLWLFLDQV�ZKR�VWLOO�KROG�WR�WKH�DQDFKURQLVP�
RI�H[FOXVLYLW\��WKHQ��WKH�PLOOLRQ�3DOHVWLQLDQ�$UDEV�XQGHU�PLO"�
LWDU\�UXOH�DUH�D�WKUHDW�WR�,VUDHOL�VRFLHW\��WKH�VROXWLRQ�OLHV�
HLWKHU�LQ�NHHSLQJ�WKH�WHUULWRULHV�DQG�VRPHKRZ� FOHDQVLQJ�WKHP�
RI�WKHLU�$UDE�SRSXODWLRQ�� RU�ZLWKGUDZLQJ�IURP�PRUH�RU�OHVV�
RI�WKH�FRQTXHUHG� WHUULWRU\�EHIRUH�WKHLU�$UDE�SRSXODWLRQ� FRQ"�
WDPLQDWHV�WKH�-HZLVK�VWDWH��7KHVH�WUDGLWLRQDOLVWV�KDYH�EHHQ�

LQ�WKH�PLQRULW\��DQG�'D\DQ�KDV�EHHQ� LQ�FRQWURO�� 'D\DQ� DQG�
RWKHUV�OLNH�KLP�KDYH�EHHQ�FRQVWUXFWLQJ�UHODWLRQVKLSV�EHWZHHQ�
,VUDHO�DQG�WKH�RFFXSLHG� DUHDV�EDVHG� RQ�$EEDQ�(EDQ
V� ROG�
YLVLRQ�RI�LPSRUWLQJ�UDZ�PDWHULDOV�IURP�WKH�$UDEV�ZKLOH�VHOO"�
LQJ�WKHP�PDQXIDFWXUHG�JRRGV�� UHODWLRQVKLSV��DNLQ�WR�WKH�UH"�
ODWLRQVKLSV�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�/DWLQ�$PHULFDQ�
FRQWLQHQW��� )RU�WKH�HFRQRPLF� LQWHJUDWLRQLVWV��WKH�RFFXSDWLRQ�
KDV�EHHQ�D�ILQH�RSSRUWXQLW\�WR�EHJLQ�WKH�WDVN�RI�FRQVWUXFWLQJ�
D�QHZ�IRUP�RI�LPSHULDOLVP�LQ�WKH�0LGGOH�(DVW��

7+(� 2&&83$7,21� 32/,&<� 2)�
(&2120,&� ,17(*5$7,21�

7KH� RFFXSDWLRQ� SURJUDP�RI�HFRQRPLF� LQWHJUDWLRQ�RI�WKH�
FDSWXUHG�DUHDV�KDV�WXUQHG�WKH�:HVW�%DQN��*D]D� DQG�WKH�
6LQDL�LQWR�,VUDHOL�FRORQLHV�
� 7KH� ,VUDHOL�0LQLVWU\�RI�'HIHQVH��
LQ�LWV�UHSRUW�RQ� 'HYHORSPHQW� DQG�(FRQRPLF� 6LWXDWLRQ� LQ�
-XGHD��6DPDULD�� WKH�*D]D� 6WULS�DQG�1RUWK�6LQDL�� FKDUDFWHUL]HV�
WKH�QDWXUH�RI�WKH�HFRQRPLF� UHODWLRQVKLS�EHWZHHQ� ,VUDHO�DQG�
WKH�RFFXSLHG� DUHDV�TXLWH� FDQGLGO\�� �7KH� DUHDV�DUH�D�VXSSOH"�
PHQWDU\�PDUNHW�IRU�,VUDHOL�JRRGV� DQG�VHUYLFHV�RQ�WKH�RQH�
KDQG��DQG�D�VRXUFH�RI�IDFWRUV�RI�SURGXFWLRQ��HVSHFLDOO\�
XQVNLOOHG�ODERU��IRU�WKH�,VUDHOL�HFRQRP\� RQ�WKH�RWKHU��� ���

,VUDHO�KDV�ORQJ�QHHGHG� D�FORVH� DQG�VHPL�LQGXVWULDOL]HG�RU�

GHYHORSLQJ�PDUNHW�IRU�KHU�H[SRUWV�� 7KH�RFFXSLHG� WHUULWRULHV�
PHHW�WKLV�QHHG�SHUIHFWO\�DQG�WKHLU�LPSRUWDQFH�WR�,VUDHO�LV�
JURZLQJ�VWHDGLO\�� ,Q������ H[SRUWV�RI�JRRGV�WR�WKH�RFFXSLHG�


�7KLV�VWXG\�ZLOO�QRW�FRQVLGHU�WKH�GLVWLQFW�HFRQRPLF� SUREOHPV�
RI�$UDE�-HUXVDOHP��ZKRVH�XQKDSS\�IDWH�KDV�EHHQ��XQLILFD"�
WLRQ��ZLWK�,VUDHOL�-HUXVDOHP�DQG�DYRZHGO\� SHUPDQHQW�DQQH["�
DWLRQ�WR�WKH�6WDWH�RI�,VUDHO�� 7KH�GHFLVLRQ�WR�DQQH[�(DVW�
-HUXVDOHP�ZDV�SROLWLFDO�UDWKHU�WKDQ�VSHFLILFDOO\�HFRQRPLF��
DQG�WKH�HFRQRPLF� HIIHFW�RI�WKH�RFFXSDWLRQ� RQ�-HUXVDOHP�
QHHGV�WR�EH�FRQVLGHUHG� LQ�WKDW�VSHFLDO� FRQWH[W��

1RU�ZLOO�WKLV�HVVD\�FRQVLGHU�WKH�HFRQRPLF� FRQVHTXHQFHV� RI�
WKH�RFFXSDWLRQ� RI�WKH�*RODQ� KHLJKWV��EHFDXVH� LW�WRR� IROORZV�
D�GLIIHUHQW�SDWWHUQ��,VUDHO�KDV�GHPRQVWUDWHG� LWV�LQWHQWLRQ�WR�
UHWDLQ�*RODQ� SHUPDQHQWO\��DQG�IRU�SULPDULO\�SROLWLFDO�SXU"�
SRVHV�� WKH�VWUDWHJLF�PLOLWDU\�SRVLWLRQ�RI�WKH�KHLJKWV�RIIHUV�
DUWLOOHU\�FRPPDQG� RI�WKH� ,VUDHOL�VHWWOHPHQWV�LQ�WKH�YDOOH\�
EHORZ�� �2FFXSDWLRQ� RI�WKH�KHLJKWV�DOVR�DOORZV� ,VUDHO�WR�
QHJDWH�WKH�SRVVLELOLW\�RI�WKH�$UDE�FRXQWULHV�GLYHUWLQJ�WKH�
KHDGZDWHUV�RI�WKH�-RUGDQ�ULYHU���7KH�VLWXDWLRQ�LQ�*RODQ� DIWHU�
WKH�-XQH�:DU�ZDV�VLPLODU�WR�WKDW�ZKLFK�REWDLQHG� LQ������ LQ�
WKH�UHJLRQV�FRQTXHUHG� IRU�WKH�HVWDEOLVKPHQW�RI�WKH� ,VUDHOL�
VWDWH�� 2YHU����� RI�*RODQ
V� LQKDELWDQWV��������� SHRSOH��
IOHG�WR�RWKHU�SDUWV�RI�6\ULD��OHDYLQJ�WKHLU�KRPHV��IDUPV�DQG�
WKH�ZKROH�FLW\�RI�4XHQHLWUD��IRUPHUO\�ZLWK�D�SRSXODWLRQ� RI�
�������� ���� RI�WKH������� LQGLJHQRXV�SHRSOH�ZKR� UHPDLQHG�
DUH�'UX]HV����

7KH� ,VUDHOL�RFFXSDWLRQ� SROLF\�LQ�WKH�*RODQ� +HLJKWV�LV�RQH�RI�
SHUPDQHQW�,VUDHOL�DJULFXOWXUDO�VHWWOHPHQW��PRVW�RI�LW�RIILFLDOO\�
FLYLOLDQ�� �,Q�2FWREHU� ����� ,VUDHO�GHFODUHG�WKDW�LWV�RZQ�FLYLO�
ODZ�ZRXOG� UHSODFH�6\ULDQ�ODZ�LQ�WKH�UHJLRQ����� %HWZHHQ�
����� DQG�������WKH�-HZLVK�1DWLRQDO� )XQG�VSHQW������ PLOOLRQ�
LQ�GHYHORSLQJ�WKH�*RODQ� +HLJKWV�DQG�KDV�FOHDUHG� ������ DFUHV�RI�
DJULFXOWXUDO�ODQG��RQ�ZKLFK�WZHOYH�VHWWOHPHQWV�KDYH�EHHQ�
HVWDEOLVKHG�� 2YHU�WKH�QH[W�ILYH�\HDUV��WKH�-�1�)�� SODQV�WR�
FOHDU�������� DGGLWLRQDO� DFUHV�DQG�HVWDEOLVK�WHQ�PRUH�DJULFXO"�
WXUDO�VHWWOHPHQWV�� 7KH�-�1�)�� DOVR�XUJHG�GHYHORSPHQW� RI�DQ�
XUEDQ�FHQWHU�WR��VROYH�*RODQ
V� XQGHUSRSXODWLRQ� SUREOHPU����
DOWKRXJK��RI�FRXUVH��*RODQ� KDV�D�ODUJH�SRSXODWLRQ� ZKLFK�LV�
QRZ�LQ�UHIXJHH�FDPSV�HOVHZKHUH� LQ�6\ULD�� ,Q�ILVFDO����������
,/����PLOOLRQ�ZHUH�LQYHVWHG�LQ�VHWWOHPHQW�LQ�*RODQ��DQG�
,/����PLOOLRQ�ZHUH�EXGJHWHG� IRU������������

7KHUH�
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WHUULWRU\�DFFRXQWHG� IRU����RI�DOO�,VUDHOL�H[SRUWV��DQ�LQFUHDVH�
RI������� RYHU�WKH�SUHYLRXV�\HDU���� %\������� WKH�RFFXSLHG�
DUHDV�KDG�EHFRPH� WKH�VHFRQG� ODUJHVW�PDUNHW�IRU�,VUDHOL�
H[SRUWV��H[FHSWLQJ�SROLVKHG� GLDPRQGV��� DIWHU�WKH�8QLWHG�
6WDWHV�DQG�EHIRUH�*UHDW�%ULWDLQ����

,VUDHOL�H[SRUWV�WR�WKH�RFFXSLHG� DUHDV�DUH�PDLQO\�PDQXIDF"�
WXUHG�JRRGV�� 7KH�79� DQWHQQDV�EULVWOLQJ�RQ�WKH�URRIWRSV�RI�
KRPHV�LQ�WKH�RFFXSLHG� DUHDV�WHVWLI\�WR�WKH�LPSDFW�RI�,VUDHOL�
PDQXIDFWXUHV�RQ�WKH�ORFDO�PDUNHW��ZKHUH�EHIRUH�WKH�ZDU�
WKHUH�ZHUH������� WHOHYLVLRQ�VHWV�LQ�WKH�RFFXSLHG� DUHDV��QRZ�
WKHUH�DUH����������� ,Q������� ����RI�,VUDHOL�H[SRUWV�WR�WKH�
RFFXSLHG� DUHDV�ZHUH�PDQXIDFWXUHG�JRRGV�� $V�D�PHDQV�RI�
SURWHFWLQJ�WKH�SULYLOHJHV�RI�WKH�:HVW�%DQN�DQG�*D]D� PDUNHWV�
IRU�LWV�RZQ�LQGXVWULHV��,VUDHO�KDV�VWULQJHQWO\�OLPLWHG�SHU"�
PLVVLRQ�WR�LPSRUW�PDQXIDFWXUHG�JRRGV� IURP�RWKHU�FRXQWULHV�
LQWR�WKH�RFFXSLHG� DUHDV�� 2QO\����� RI�WKH�JRRGV� LPSRUWHG�
LQWR�WKH�RFFXSLHG� DUHDV�IURP�WKH�(DVW� %DQN�RI�-RUGDQ�DQG�
RWKHU�FRXQWULHV�ZHUH�PDQXIDFWXUHG�SURGXFWV��DV�WKH� ILJXUHV�
LQ�WKH�IROORZLQJ�WDEOH�LQGLFDWH��

,032576� ,172� 7+(� 2&&83,('� $5($6���
LQ�,/�PLOOLRQV
�

-XO\�'HF��
����� ����� �����

7RWDO� LPSRUWV� ����� ������ ������
,PSRUWV�IURP�,VUDHO�

7RWDO� ����� ������ ������
$JULFXOWXUDO�SURGXFWV� ����� ����� �����
,QGXVWULDO�SURGXFWV� ����� ������ ������

,PSRUWV�IURP�-RUGDQ�
7RWDO� ��� ����� �����
$JULFXOWXUDO�SURGXFWV� "� ����� �����
,QGXVWULDO�SURGXFWV� "� ���� ����

,PSRUWV�IURP�RWKHUV�
7RWDO� ����� ����� �����
$JULFXOWXUDO�SURGXFWV� ���� ����� �����
,QGXVWULDO�SURGXFWV� ���� ����� �����

7KH�ODERU�SRZHU�RI�WKH�SHRSOH� RI�WKH�RFFXSLHG� DUHDV�LV�

UDSLGO\�EHFRPLQJ� D�FUXFLDO�IDFWRU�LQ�WKH�,VUDHOL�HFRQRP\��
,Q������� ���RI�WKH�HQWLUH�FLYLOLDQ�ODERU�IRUFH�RI�,VUDHO�ZDV�

FRPSRVHG� RI�ZRUNHUV�IURP�WKH�:HVW�%DQN�DQG�*D]D�� DQG�LQ�
WKH�FRQVWUXFWLRQ�ILHOG��D�VLJQLILFDQW�����ZHUH�IURP�WKH�

RFFXSLHG� WHUULWRU\��XS�IURP�����LQ��������� 7KH�ZRUNHUV�
IURP�WKH�DUHDV�FRQTXHUHG� LQ������ HQWHULQJ�WKH�VDPH�ILHOGV��
FRQVWUXFWLRQ�DQG�DJULFXOWXUH��LQ�ZKLFK��,VUDHOL�� $UDE�ZRUNHUV�
KDYH�DOUHDG\�EHHQ�FRQFHQWUDWHG�� ,Q������� IRU�H[DPSOH�� ������
RI�WKH�ZRUNHUV�LQ�EXLOGLQJ�DQG������� RI�WKRVH�LQ�IDUPLQJ�ZHUH�
ZKDW�WKH�,VUDHOL�JRYHUQPHQW�FR\O\�FDOOV��QRQ�-HZV�LQ�,VUDHO���
RU�$UDEV�UHVLGHQW�LQ�SUH������ ,VUDHO����

,Q�DEVROXWH�QXPEHUV�WKH�ZRUNHUV�LQ�,VUDHO�IURP�WKH�RFFXSLHG�
DUHDV�KDYH�LQFUHDVHG�DW�DQ�DPD]LQJ�UDWH��
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3HULRG� 1XPEHU�
6HSWHPEHU� ����� ������
6HSWHPEHU� ����� �������
6HSWHPEHU� ����� �������
6HSWHPEHU� ����� �������
0DUFK������ �������
EHJLQQLQJ�RI������ �HVW��� �������


� )URP������ XQWLO�WKH�HQG�RI������ ,/����� ZHUH�HTXLYDOHQW�
WR�86���� ,Q������ WKH�UDWH�FKDQJHG�WR� ,/����� WR�86����

7KH�GHFLVLRQ� RI�WKH�,VUDHOL�JRYHUQPHQW�WR�SHUPLW�WKH�HPSOR\"�
PHQW�LQ�,VUDHO�RI�ZRUNHUV�IURP�WKH�RFFXSLHG� DUHDV�FDQ�EH�
WUDFHG�GLUHFWO\�WR�D�ODERU�VKRUWDJH�LQ������ZKLFK�WKUHDWHQHG�
WR�SXW�D�EUDNH�RQ�WKH�DFFHOHUDWLQJ�H[SDQVLRQ� RI�WKH�,VUDHOL�
HFRQRP\�� ,PPHGLDWHO\�DIWHU�WKH�ZDU��EHIRUH�WKH�ODERU�VKRUW"�
DJH�KDG�RFFXUUHG��WKH�,VUDHOL�(FRQRPLF� 3ODQQLQJ�$XWKRULW\�
RSSRVHG� WKH�HPSOR\PHQW�RI�ZRUNHUV�IURP�WKH�RFFXSLHG�
DUHDV�EHFDXVH� LW�IHDUHG�WKDW�WKH�H[LVWLQJ�SUREOHP�RI�XQHPSOR\"�
PHQW�DPRQJ�,VUDHOLV��ZKLFK�WKHQ�VWRRG� DW������ZRXOG� EH�
H[DFHUEDWHG�� ,W�ZDV�RQO\�LQ�WKH�IROORZLQJ�\HDU��ZKHQ��DV�WKH�
IROORZLQJ�VWDWLVWLFV�VKRZ��WKH�SRRO� RI�XQHPSOR\HG� ,VUDHOLV�
EHJDQ�WR�GU\�XS��WKDW�WKH�JRYHUQPHQW�DSSURYHG�RI�HPSOR\"�
PHQW�RI�3DOHVWLQLDQ�$UDEV�IURP�DFURVV�WKH��*UHHQ�/LQH���
DQG�HYHQ�WKHQ��WKH�/DERU�0LQLVWU\�LQVLVWHG�RQ� �WKH�H[SUHVV�
VWLSXODWLRQ�WKDW�,VUDHOL�FLWL]HQV� >ZRXOG�QRW@� EH�DIIHFWHG������
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$�-HUXVDOHP�3RVW� DUWLFOH�GHVFULEHG�WKH�SUREOHPV�WKH�ODERU�
VKRUWDJH�KDG�SRVHG� IRU�(UQVW�:RGDN��D�WH[WLOH�PDQXIDFWXUHU��
DQG�WKH�KDSS\�VROXWLRQ�SUHVHQWHG�E\�WKH�HPSOR\PHQW�A�I�
ZRUNHUV�IURP�WKH�RFFXSLHG� DUHDV��

+LV�SODQW�LQ�+HU]OL\D�LV����\HDUV�ROG�DQG�NHHSV�
H[SDQGLQJ�� /RRNLQJ�EDFN��KH�UHFDOOV�KRZ� ,VUDHO
V�
UHVHUYH�RI�MRE�VHHNHUV�UDQ�RXW�GXULQJ�WKH�HFRQRPLF�
ERRP�WKDW�IROORZHG�WKH�VL[�GD\�ZDU��


)RU�WZR�PRQWKV�WKH�>ODERU@� H[FKDQJH�GLG�QRW�
VXSSO\�D�VLQJOH�ZRUNHU��:H�RIIHUHG�D�SUL]H�IRU�DQ\�
HPSOR\HH�ZKR�EURXJKW�LQ�D�QHZ�DSSOLFDQW��:H�
WULHG�HYHU\WKLQJ�
�

7KH�WH[WLOH�WUDGH�LV�H[WUHPHO\�FRPSHWLWLYH�� 3URILWV��
VD\V�:RGDN��FRPH�WR����RI�WXUQRYHU�� ,I�PDFKLQHU\�
LVQ
W�XVHG�URXQG�WKH�FORFN��WKH�FRPSDQ\� IDFHV�D�ORVV��
%\�2FWREHU� ����� $GHUHW�>:RGDN
V� ILUP@�GHFLGHG�
LW�PXVW�VHHN�ODERU�IURP�WKH�:HVW�%DQN�����

%HVLGHV�PHUHO\�SURYLGLQJ�WKH�KDQGV�WR�WHQG�WKH�PDFKLQHU\��
SLFN�WKH�IUXLW�RU�OLIW�WKH�EULFNV��WKH�JRYHUQPHQW
V�GHFLVLRQ�
WR�SHUPLW�WKH�HPSOR\PHQW�RI�3DOHVWLQLDQ�$UDEV�IURP�WKH�
RFFXSLHG� DUHDV�KHOSHG�HPSOR\HUV�NHHS�ZDJHV�GRZQ��YHU\�
OLNHO\�RQH�RI�WKH�UHDVRQV�ZK\�VRPH� �/DERU� =LRQLVWV�� OLNH�
%HQ�$KDURQ�DUH�VR�RSSRVHG� WR�WKH�SROLF\�RI�HFRQRPLF� LQWH"�
JUDWLRQ��7KH�,VUDHOL�GDLO\�+D
DUHW]� UDQ�DQ�HGLWRULDO�LQ�-XO\�
����� FRPPHQWLQJ�WKDW�

)RUWXQDWHO\�VXFK�PLJUDWLRQ�>RI�ZRUNHUV�IURP�
WKH�RFFXSLHG� DUHDV�WR�MREV� LQ�,VUDHO@� FDQ�EH�RI�
KHOS�QRW�RQO\�WR�WKH�$UDEV�EXW�DOVR�WR�WKH�
,VUDHOL�HFRQRP\�� ,VUDHO
V�HFRQRP\� LV�VKRZLQJ�
VLJQV�RI�D�ODERU�VKRUWDJH�� OW�LV�KDUG�WR�WHOO�ZKHWKHU�
WKLV�ZLOO�GHYHORS� LQWR�D�JHQHUDO�SKHQRPHQRQ� RU�
UHPDLQ�UHVWULFWHG�WR�VRPH�LQGXVWULHV�� ,Q�DQ\�FDVH�WKH�
SRWHQWLDO�VXSSO\�ZLOO�FRRO� RII�WKH�ODERU�PDUNHW�DQG�
KHOS�SUHYHQW�ZDJH�LQIODWLRQ����

�:DJH�LQIODWLRQ��ZDV�VWDYHG�RII�QRW�RQO\�E\�WKH�LQFUHDVH�
LQ�WKH�VL]H�RI�WKH��UHVHUYH�DUP\�RI�ODERU���EXW�DOVR�E\�WKH�
IDFW�WKDW�ZRUNHUV�IURP�WKH�RFFXSLHG� DUHDV�FRXOG�EH�KLUHG�
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DW�ORZHU�ZDJHV�WKDQ�FRXOG�WKH�,VUDHOLV�� :RUNHUV�IURP�WKH�
:HVW�%DQN�DQG�*D]D� DUH�FRQFHQWUDWHG�LQ�WKH�PRVW�PHQLDO�DQG�
SRRUO\�SDLG�MREV� LQ�,VUDHO��DQG�HDUQ�RQ�WKH�DYHUDJH�RQO\�����
RI�WKH�ZDJHV�RI�WKH�DYHUDJH�,VUDHOL�ZRUNHU����

,VUDHO�KDG�DOUHDG\�DEVRUEHG�WKH�-HZLVK�$UDE�LPPLJUDQWV�RI�
1RUWK�$IULFD�DQG�$VLD��DV�ZHOO�DV�WKH��,VUDHOL�� $UDEV��DQG�
KDG�WR�ORRN�HOVHZKHUH�IRU�DGGLWLRQDO�ZRUNHUV�WR�GR�WKH�ODERU�
ZKLFK�WKH�SULYLOHJHG�VWUDWD�LQ�,VUDHO�VFRUQ��(PSOR\PHQW�RI�
ZRUNHUV�IURP�WKH�RFFXSLHG� DUHDV�WKXV�DVVLVWHG�WKH�,VUDHOL�
JRYHUQPHQW�WR�PDLQWDLQ�WKH�SULYLOHJHG�SRVLWLRQ�RI�LWV�FLWL]HQV�
RI�(XURSHDQ� DQG�$PHULFDQ�RULJLQ�� ,Q�,VUDHO�PDLQWDLQLQJ�WKH�
SULYLOHJH�RI�VHWWOHUV�LV�D�VWUDWHJLF�QHFHVVLW\��IRU�WKH�=LRQLVWV�
KDYH�GHSHQGHG� XSRQ� LPPLJUDWLRQ��� DQG�FRQWLQXH�WR�GHSHQG�
XSRQ�KLJKO\�WUDLQHG�6RYLHW�DQG�8�6�� LPPLJUDQWV�HVSHFLDOO\����WR�
SRSXODWH� WKHLU�VWDWH�� 7KH�KLULQJ�RI�$UDE�ZRUNHUV�IURP�WKH�
RFFXSLHG� DUHDV�LQ�RUGHU�WR�PDLQWDLQ�WKLV�SULYLOHJH�UHTXLUHG��
KRZHYHU��DQ�DOWHUDWLRQ�LQ�WKH�QDWXUH�RI�,VUDHOL�UDFLVP��,Q�WKH�
SDVW�WKH�HFRQRPLFV� RI�H[FOXGLQJ�$UDE�ZRUNHUV�IURP�HPSOR\"�
PHQW�KDG�JLYHQ�ULVH�WR�WKH�UDFLVW�FRQFHSW�RI��-HZLVK�ODERU���
DQ�H[DOWDWLRQ�RI�WKH�GHQLDO�RI�MREV� WR�$UDEV�� 1RZ�WKH�H["�
SORLWDWLRQ�RI�$UDE�ZRUNHUV�KDV�JHQHUDWHG�D�QHZ�HOHPHQW�LQ�
WKH�FXOWXUDO�VXSHUVWUXFWXUH��WKH�UDFLVW�QRWLRQ�WKDW�$UDEV�DUH�
SDUWLFXODUO\�VXLWHG�WR�GLUW\�ZRUN�LQDSSURSULDWH�IRU�-HZV��

7KLV�DWWLWXGH�ZDV�VWULNLQJO\�PDQLIHVW�LQ�D�OHWWHU�ZKLFK�D�UHDGHU�
RI�+D
DUHW]� KDG�EHHQ�SURPSWHG�WR�FRPSRVH� ZKHQ�3ULPH�0LQL"�
VWHU�*ROGD�0HLU�KHVLWDWHG�RQ�WKH�TXHVWLRQ� RI�HPSOR\PHQW�RI�
ZRUNHUV�IURP�WKH�RFFXSLHG� DUHDV�LQ�,VUDHO��

,I�0UV��0HLU�ZDQWV�WR�VHH�+HEUHZ�ZRUNHUV�VZHDWLQJ�DZD\�
RQ�KRW�VXPPHU�GD\V��LI�LW�JLYHV�KHU�SOHDVXUH��WKLV�LV�KHU�
RZQ�EXVLQHVV��%XW�LW�FDQQRW�EHFRPH� WKH�QDWLRQDO�FULWHU"�
LRQ�RQ�ZKLFK�WR�FRQYLQFH�WKH�SXEOLF�WKDW�ZH�VKRXOG�QRW�
LQWHJUDWH�WKH�HFRQRP\� RI�WKH�:HVW�%DQN������

(YHU\�-HZLVK�PRWKHU�ZDQWV�KHU�VRQ� WR�ILQLVK�KLJK�VFKRRO�
DQG�XQLYHUVLW\��DQG�WR�EHFRPH� D�FKHPLVW��WHFKQLFLDQ��
HQJLQHHU��RU�DW�OHDVW�D�WUDLQHG�SOXPEHU��:KR�LV�WUDLQLQJ�
WKH�\RXQJ�SHRSOH� RI�WRGD\�IRU�WKH�VLPSOH�WDVNV��FDUU\LQJ�
EXFNHWV�RI�FHPHQW�RU�DVSKDOW�IRU�URDG�PDNLQJ"�,Q�WKH�
FRXUVH�RI�WLPH�ZH�VKDOO�LQ�DQ\�FDVH�QHHG�$UDE�ZRUNHUV�
IRU�EXLOGLQJ��DJULFXOWXUH�DQG�HYHQ�LQGXVWU\��,PPLJUDQWV�
DUH�PRUH�DQG�PRUH�SHRSOH�ZKRVH� SURIHVVLRQV�DUH�IDU�
IURP�WKHVH�VLPSOH�WDVNV����

:KDW�3LQKDV�6DSLU�SUHGLFWHG�ZKHQ�KH�ZDUQHG�WKDW��WKH�LQWH"�

JUDWLRQ�RI�$UDE�ODERU�LQWR�WKH�,VUDHOL�HFRQRP\�ZLOO�SURGXFH� D�
WZR�FODVV�V\VWHP�ZLWK�WKH�$UDEV�EHFRPLQJ�WKH�GUDZHUV�RI�ZD"�
WHU�DQG�WKH�KHZHUV�RI�ZRRG����� KDV�FRPH�WR�SDVV�
� 7KLV�KDV�SUR"�
GXFHG�PDMRU�FXOWXUDO�FKDQJHV�LQ�VRPH�VHFWRUV�RI�,VUDHOL�VRFLHW\��
DQG�D�MDUULQJ�FODVK�ZLWK�WKH�WUDGLWLRQDO�YDOXHV�RI��ODERU�=LRQ"�
LVP��� 7KLV�GLVUXSWLRQ�RI�ROG�YDOXHV�ZDV�FRJHQWO\�H[SUHVVHG�
LQ�D�IDPRXV�OHWWHU�SXEOLVKHG�LQ�WKH�,VUDHOL�SUHVV�ZKLFK�D�ZRUULHG�
ZRPDQ� KDG�ZULWWHQ�WR�0RVKH�'D\DQ��

%RWK� ,�DQG�P\�KXVEDQG�ZHUH�ERUQ�LQ�D�PRVKDY� >FRRS"�
HUDWLYH�DJULFXOWXUDO�VHWWOHPHQW@� LQ�WKH�FHQWHU�RI�WKH�
FRXQWU\��8S�XQWLO�WKH�6L[�'D\�:DU�ZH�OLYHG�FRPIRUWDEO\��
ZRUNHG�KDUG�DQG�PDGH�DQ�KRQRUDEOH� OLYLQJ��6LQFH�WKH�
ZDU��KRZHYHU��WKLQJV�KDYH�FKDQJHG�GUDVWLFDOO\��IRU�P\�
KXVEDQG��D�FDSDEOH� PDQ��KDV�EHFRPH� D�IDUP�ZRUN�FRQ"�
WUDFWRU��


2WKHUV�KDYH�PRUH�DFFXUDWHO\�REVHUYHG�WKUHH�HWKQLF�OD\HUV�LQ�
,VUDHOL�VRFLHW\�� WKH�-HZV�RI�:HVWHUQ�RULJLQ�RQ�WRS�DQG�WKH�3DO"�
HVWLQLDQ�$UDEV�RQ�WKH�ERWWRP��ZLWK�WKH�2ULHQWDO�-HZV�VDQG"�
ZLFKHG� LQ�EHWZHHQ��

+LV�ZRUN�LQYROYHV�QR�SUREOHPV�� ODERU�LV�FKHDS� DQG�
WKHUH�LV�D�UHDG\�PDUNHW��7RGD\� ZH�KDYH�ILYH�$UDE�ZRUNHUV�
DQG� ZH�KDYH�UHDFKHG�WKH�SRLQW�ZKHUH�QR�RQH�RQ�WKH�
PRVKDY�OLIWV�D�ILQJHU��1RZDGD\V� P\�HOGHVW�VRQ�UHIXVHV�
HYHQ�WR�PRZ�WKH�ODZQ��
0RKDPPHG� ZLOO�GR� LW�
�KH�VD\V��
$QG�WR�DVN�KLP�WR�VKLIW�LUULJDWLRQ�SLSHV�RU�GR� DQ\�PDQXDO�
ODERU�LV�VLPSO\�RXW�RI�WKH�TXHVWLRQ�� 0\�FKLOGUHQ�DQG�
WKH�RWKHU�FKLOGUHQ�RI�WKH�PRVKDY�DUH��EHIRUH�P\�YHU\�
H\HV��EHFRPLQJ� ULFK�PHQ
V�VRQV�RI�D�EDVH�DQG�GLVUHSX"�
WDEOH�NLQG��ZKRVH�ZRUN�LV�GRQH� E\�VHUYDQWV��7KH\�GR�QRW�
NQRZ�KRZ�WR�GULYH�WKH�WUDFWRU�VWDQGLQJ�LQ�RXU�\DUG�DQG�
WKH\�EHKDYH�DV�LI�IDUP�ZRUN�LV�EHQHDWK�WKHLU�GLJQLW\������

8QWLO�D�ZHHN�DJR��WKH�ZRUNHUV�OLYHG�LQ�YDULRXV�SDFNLQJ�
KRXVHV� LQ�WKH�DUHD��1RZ�ZLWK�PRUH�ZRUNHUV�EURXJKW�LQ�
WR�FRSH�ZLWK�WKH�KDUYHVWLQJ�RI�KRW�KRXVH�FURSV��WKH�
SDFNLQJ�KRXVHV�WKDW�DFFRPPRGDWHG� WKH�ZRUNHUV�KDYH�EH"�
FRPH� ILOOHG��0\�KXVEDQG�WKHUHIRUH�EXLOW�KLV�ZRUNHUV�D�
KXW�LQ�WKH�EDFN\DUG�RI�RXU�KRPHVWHDG��:KHQ�,�H[SUHVVHG�
VWURQJ�GLVDSSURYDO� RI�WKLV�VWHS�KH�VHQW�PH�RQ�D�ZDON�DURXQG�
WKH�YLOODJH��:HOO��LW�WXUQHG�RXW�WKDW�HYHU\�GHFHQW�IHOORZ�LQ�
WKH�YLOODJH�KDV�EHFRPH� VRPH�NLQG�RI�D�FRQWUDFWRU��$QG�WKH�
KRW�KRXVHV�EHLQJ�EXLOW�H[FOXVLYHO\�E\�$UDE�ODERU�DUH�RQ�
WKH�LQFUHDVH��7KH�$UDEV�OLYH�LQ�WKH�
WKLFNHWV
�D�IHZ�PHWHUV�
DZD\�IURP�RXU�UHQRYDWHG�YLOODV��DQG�RXU�OLIHVW\OHV�KDYH�
EHFRPH� VLPLODU�WR�WKRVH�RI�HIIHQGLV����

7KH�SROLF\�RI�HFRQRPLF� LQWHJUDWLRQ�KDV��WKHQ��SURYLGHG�VLJQL"�
ILFDQW�QHZ�PDUNHWV�DQG�VXSSOLHV�RI�KLJKO\�H[SORLWDEOH� ODERU�

SRZHU�IRU�,VUDHO��7KH�QHZ�FRORQLHV� KDYH�EHFRPH� FULWLFDO�WR�
WKH�,VUDHOL�HFRQRP\��

7+(� :(67� %$1.�

7KH�KLOOV�DQG�QDUURZ�YDOOH\V�RI�WKH�:HVW�%DQN�RI�WKH�-RUGDQ�
5LYHU�DUH�DPRQJ�WKH�PRVW�GLIILFXOW�ODQGV�LQ�3DOHVWLQH�WR�IDUP��

'XULQJ�WKH�0DQGDWH� SHULRG�DV�=LRQLVW�VHWWOHUV�WRRN�RYHU�WKH�
ULFK�SODLQV�QHDU�WKH�0HGLWHUUDQHDQ��WKH�SHDVDQWV�RI�WKH�:HVW�
%DQN�FRQWLQXHG�WR�WLOO�WKHLU�KLOOVLGHV��WHUUDFHG�RYHU�WKH�FHQWX"�
ULHV�E\�JHQHUDWLRQV�EHIRUH�WKHP��

,Q����������� RYHU��������� UHIXJHHV�ZHUH�GULYHQ�LQWR�WKH�:HVW�
%DQN�IURP�WKH�DUHD�ZKLFK�EHFDPH� ,VUDHO��7KH\�PRUH�WKDQ�GRXEOHG�
WKH�SRSXODWLRQA� RI�D�UHJLRQ�ZKHUH�WKH�RULJLQDO�LQKDELWDQWV�
ZHUH�DOUHDG\�XQDEOH� WR�HNH�RXW�D�VXIILFLHQW�OLYLQJ�IURP�WKH�

PHDJHU�UHVRXUFHV�RI�WKH�ODQG�� 7KH�:HVW�%DQN�ZDV� DQQH[HG�E\�
.LQJ�$EGXOODK��WKH�%ULWLVK�SXSSHW�UXOHU�RI�7UDQVMRUGDQ��WR�
HVWDEOLVK�WKH�+DVKHPLWH�.LQJGRP�RI�-RUGDQ�� 7KDW�NLQJGRP�
KDG�YLUWXDOO\�QR�KRSH�RI�HFRQRPLF� YLDELOLW\��WKH�(DVW�%DQN�
ZDV�HYHQ�SRRUHU�WKDQ�WKH�:HVW�%DQN��DQG�WKH�LQIOX[�RI�UHIX"�

JHHV�LQWR�WKH�FDSLWDO�FDXVHG�ZDJHV�WR�IDOO�E\�KDOI�DQG�UHQWV�DQG�
SULFHV�WR�GRXEOH���� -RUGDQ�KDG�WR�UHO\�RQ�VXEVLGLHV��ILUVW�%UL"�
WLVK�DQG�WKHQ�86�� 7KH�:HVW�%DQN�IDUHG�HYHQ�OHVV�ZHOO�WKDQ�WKH�
(DVW�%DQN��ZKLFK�UHFHLYHG�SUHIHUHQWLDO�WUHDWPHQW�IURP�WKH�
JRYHUQPHQW�LQ�HFRQRPLF� PDWWHUV��

%XW�LI�WKH�HFRQRP\� RI�WKH�:HVW�%DQN�ZDV�WURXEOHG�EHIRUH�
������ LWV�SUREOHPV�KDYH�EHFRPH� HYHQ�PRUH�VHYHUH�VLQFH�WKH�
,VUDHOL�FRQTXHVW�� )RU�DOWKRXJK�WKH�VWDQGDUG�RI�OLYLQJ�KDV�LP"�

SURYHG�VRPHZKDW�IRU�PDQ\�VHFWRUV�RI�WKH�SRSXODWLRQ�� WKH�
:HVW�%DQN�LV�QRZ�DQ�,VUDHOL�FRORQ\�� DQG�WKH�HFRQRPLF� WLHV�
ZKLFK�NHHS� LW�LQ�ERQGDJH� WR�,VUDHO�DUH�SXOOHG�WLJKWHU�HDFK�GD\��

7KH�HFRQRPLF� HIIHFW�RI�WKH�,VUDHOL�RFFXSDWLRQ� RQ�WKH�:HVW�
%DQN�KDV�GHYHORSHG� RQ�VHYHUDO�LQWHUFRQQHFWHG�IURQWV��,Q�DGGL"�
WLRQ�WR�WKH�H[SORLWDWLRQ� RI�:HVW�%DQN�ZRUNHUV�LQ�,VUDHO�LWVHOI��
VXEFRQWUDFWLQJ�WR�,VUDHOL�LQGXVWU\�OHG�WR�H[SORLWLQJ�3DOHVWLQLDQ�
ZRUNHUV�LQ�WKH�:HVW�%DQN�SURSHU��2I�VLJQLILFDQFH�DOVR�LV�WKH�
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UHVWUXFWXULQJ�RI�:HVW�%DQN�DJULFXOWXUH�LQ�RUGHU�WR�LQFUHDVH�
LWV�XVHIXOQHVV�WR�DQG�GHSHQGHQFH� RQ�WKH�,VUDHOL�HFRQRP\� LQ�JHQ"�
HUDO�DQG�,VUDHOL�LQGXVWU\�LQ�SDUWLFXODU��)LQDOO\��WKH�RFFXSDWLRQ�
KDV�EURXJKW�DERXW�WKH�UHRULHQWDWLRQ�RI�WKH�:HVW�%DQN
V�WUDGH�

DZD\�IURP�WKH�(DVW�%DQN�DQG�RWKHU�$UDE�FRXQWULHV�DQG�WRZDUG�
,VUDHO��+RZHYHU��VRPH�WUDGH�EHWZHHQ� WKH�:HVW�%DQN�DQG�RWKHU�
$UDE�FRXQWULHV�KDV�EHHQ�SHUPLWWHG�WR�FRQWLQXH��D�IDFW�ZKLFK�
KDV�ERWK�LPPHGLDWH�DQG�ORQJ�UDQJH�VWUDWHJLF�HFRQRPLF� FRQVL"�
GHUDWLRQV��

/DERU�

%\�WKH�PLGGOH�RI������� DSSUR[LPDWHO\� D�WKLUG�RI�WKH�HPSOR\HG�
PHQ�RI�WKH�:HVW�%DQN�ZHUH�ZRUNLQJ�LQ�,VUDHO���� DQG�VLQFH�WKHQ�
WKH�SURSRUWLRQ�KDV�FOLPEHG�VWLOO�KLJKHU��,Q�6HSWHPEHU� ������
WKH�QXPEHU�RI�:HVW�%DQN�ZRUNHUV�HPSOR\HG� LQ�,VUDHO�ZDV�RI"�

ILFLDOO\�UHSRUWHG�WR�EH��������� 7KH�IROORZLQJ�WDEOH�VKRZV�WKH�
PHWHRULF�ULVH�LQ�WKH�QXPEHU�RI�ZRUNHUV�IURP�WKH�:HVW�%DQN�
HPSOR\HG� LQ�,VUDHO��

(03/2<0(17� ,1�,65$(/� 2)�:25.(56�
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3HULRG� 1XPEHU�RI�ZRUNHUV�HPSOR\HG�
6HSWHPEHU� ����� ������
6HSWHPEHU� ����� ������
6HSWHPEHU� ����� �������
6HSWHPEHU� ����� �������

7KHVH� VWDWLVWLFV�UHSUHVHQW�RQO\�WKRVH� �OHJDOO\��ZRUNLQJ�LQ�

,VUDHO��WKDW�LV��WKRVH�ZKR�KDYH�SHUPLWV�IURP�WKH�,VUDHOL�JRYHUQ"�
PHQW��EXW�LW�LV�HVWLPDWHG�WKDW�WKRXVDQGV�RI�PHQ�IURP�WKH�

RFFXSLHG� DUHDV�DUH�ZRUNLQJ��LOOHJDOO\�� LQ�,VUDHO���� ,W�LV�DPRQJ�
WKHVH���LOOHJDO�� ODERUHUV�WKDW�WKH�ZRUNLQJ�FRQGLWLRQV� DUH�
PRVW�LQKXPDQ��

7KH�HFRQRP\� RI�WKH�:HVW�%DQN�LV�QRZ�KHDYLO\�GHSHQGHQW� RQ�
WKH�ZDJHV�RI�LWV�SHRSOH� ZKR�ZRUN�LQ�,VUDHO�� LQ������ WKH�ZDJHV�
�HDUQHG�LQ�,VUDHO�E\�:HVW�%DQNHUV�WRWDOOHG� ,/� ���PLOOLRQ��DQG�
DFFRXQWHG� IRU����SHUFHQW�RI�WKH�UHJLRQ
V�JURVV�SURGXFW����
6LQFH�WKH�QXPEHU�RI�:HVW�%DQNHUV�ZRUNLQJ�LQ�,VUDHO�PXVK"�
URRPHG�DIWHU������� PRUH�WKDQ�GRXEOLQJ�LQ�WKH�QH[W�\HDU�DORQH��
LW�ZRXOG� QRW�EH�XQUHDVRQDEOH� WR�HVWLPDWH�WKDW�ZDJHV�HDUQHG�LQ�
,VUDHO�QRZ�DFFRXQW� IRU�D�WKLUG�RU�SHUKDSV�HYHQ�PRUH�RI�WKH�
:HVW�%DQN
V�JURVV�SURGXFW��

7KH�H[SRUW�RI�ZRUNHUV�KDV�DOVR�KDG�D�PDUNHG�HIIHFW�RQ�ZDJH�
ODERU�RQ�WKH�:HVW�%DQN��&RPSHWLWLRQ� IURP�,VUDHOL�HPSOR\HUV�
WRJHWKHU�ZLWK�WKH�LQFUHDVHG�GHPDQG� IRU�ODERU�KDV�IRUFHG�WKH�

DYHUDJH�GDLO\�ZDJH�RQ�WKH�:HVW�%DQN�XS�IURP�,/� ���� DW�WKH�
HQG�RI������ WR�,/����� DW�WKH�EHJLQQLQJ�RI��������� 7KH�ULVH�
LQ�ZDJHV�KDV�KXUW�WKH�VPDOO�HPSOR\HUV���EXVLQHVVPHQ�� DUWLVDQV��
DQG�IDUPHUV���ZKR�ILQG�WKDW�WKH\�FDQ�QRW�FRPSHWH� IRU�ODERU�

DJDLQVW�,VUDHOL�HPSOR\HUV�DQG�DJDLQVW�WKH�ODUJHVW�:HVW�%DQN�
LQGXVWULDOLVWV�ZKR� DUH�EHQH�ILW�WLQJ�IURP�WKH�HFRQRPLF� SROLF\�
RI�WKH�RFFXSDWLRQ�� 7KXV�WKH�SUROHWDULDQL]DWLRQ� RI�3DOHVWLQLDQ�
DUWLVDQV�DQG�SHWW\�HQWUHSUHQHXUV�KDV�EHHQ� SURFHHGLQJ�UDSLGO\����
7KH�LQFUHDVH�LQ�ZDJHV�EHWZHHQ� ����� DQG������ZDV� ODUJH�HQRXJK��
DERXW� ���SHUFHQW��VR�WKDW�WKH�UHDO�LQFRPH� HYHQ�RI�ZRUNHUV�

HPSOR\HG� RQ�WKH�:HVW�%DQN�UDWKHU�WKDQ�LQ�,VUDHO�KDV�ULVHQ�

VRPHZKDW��GHVSLWH�WKH�FRQFRPLWDQW� LQFUHDVH�LQ�SULFHV���7KH�
FRQVXPHU�SULFH�LQGH[�RQ�WKH�:HVW�%DQN�URVH�IURP������� LQ�
����� WR������� LQ�WKH�ILUVW�SDUW�RI����������

:HVW�%DQNHUV�HPSOR\HG� LQ�,VUDHO�HDUQ�ZDJHV�DERXW���� SHUFHQW�
JUHDWHU�WKDQ�WKRVH�RI�ZRUNHUV�ZLWK�MREV� LQ�WKH�:HVW�%DQN���
�
:RUNHUV�HPSOR\HG� LQ�,VUDHO��KRZHYHU��QRZ�KDYH�WR�PHHW�WKH�
DGGLWLRQDO� H[SHQVH�RI�IDUH�IRU�WKH�EXVHV�ZKLFK�ZLQG�WKHLU�ZD\�
XS�WKH�URDGV�RI�WKH�:HVW�%DQN�HDFK�PRUQLQJ�WR�WDNH�PHQ�WR�
ZRUN�LQ�,VUDHO��RULJLQDOO\�WKH�WUDQVSRUWDWLRQ�IRU�ZRUNHUV�IURP�
�6DPDULD�� ZDV�IUHH��EXW�LQ�1RYHPEHU� ����� WKH�,VUDHOL�JRYHUQ"�
PHQW�KDQGHG�WKH�EXV�URXWHV�RYHU�WR�D�FRPPHUFLDO� RSHUDWRU����

$V�VKRZQ�LQ�WKH�IROORZLQJ�WDEOH��:HVW�%DQNHUV�LQ�,VUDHO�DUH�
FRQFHQWUDWHG�LQ�FRQVWUXFWLRQ�DQG�DJULFXOWXUH��JHQHUDOO\�LQ�WKH�

ORZHVW�SDLG�MREV�� :HOO�RYHU�KDOI�RI�WKHP�ZRUN�LQ�FRQVWUXFWLRQ��
HVSHFLDOO\�LQ�WKH�DUHD�DURXQG�-HUXVDOHP��ZKHUH�WKH�,VUDHOL�JRYHUQ"�
PHQW�LV�EXLOGLQJ�IRUWUHVV�OLNH�DSDUWPHQW�EORFNV��PDQ\�RI�WKHP�
RQ�H[SURSULDWHG�$UDE�ODQG��WR�KRXVH�QHZ�LPPLJUDQWV��
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6HFWRU� 3HUFHQW�
&RQVWUXFWLRQ� ���
$JULFXOWXUH� ���
,QGXVWU\� ���
6HUYLFHV� OO�
727$/� ����

:RUNHUV�DUH�FKDQQHOHG� LQWR�WKHVH�PHQLDO�MREV� E\�D�V\VWHPDWLF�
,VUDHOL�SROLF\�� 7KH\�DUH�KLUHG�WKURXJK�,VUDHOL�HPSOR\PHQW�RIIL"�

FHV��RI�ZKLFK�WKHUH�DUH�DW�OHDVW����QRZ�IXQFWLRQLQJ�RQ�WKH�
:HVW�%DQN���� 7KH�SXUSRVH�RI�WKHVH�RIILFHV��ZKLFK�DUH�RSHUD"�
WHG�XQGHU�WKH�PLOLWDU\�JRYHUQPHQW�E\�WKH�,VUDHOL�0LQLVWU\�RI�

/DERU�� LV�QRW�WR�VHUYH�WKH�JHQHUDO�QHHGV�RI�WKH�DUHD�IRU�HPSOR\"�
PHQW�UHIHUUDOV��EXW�WR�UHFUXLW�ZRUNHUV�IRU�,VUDHO��7KLV�IXQFWLRQ�
LV�EHFRPLQJ� HYHQ�PRUH�DSSDUHQW�ZLWK�WKH�SDVVDJH�RI�WLPH��VRRQ�


6RPH� ,VUDHOLV�KDYH�SRLQWHG�WR�WKH�KLJKHU�ZDJHV�ZRUNHUV�IURP�WKH�
RFFXSLHG� DUHDV�FDQ�HDUQ�LQ�,VUDHO�DV�HYLGHQFH�RI�WKH�EHQHILWV�
,VUDHOL�RFFXSDWLRQ� KDV�FRQIHUUHG�RQ�WKH�FRQTXHUHG� $UDE�SRSX"�
ODWLRQ��0RVKH� 'D\DQ�ZHQW�VR�IDU�DV�WR�VD\���LO�NQRZ�RI�QR�
SROLF\�PRUH�VRFLDOLVWLF�WKDQ�RQH� DOORZLQJ�DQ�$UDE�IURP�*D]D�
WR�ZRUN�KHUH�LQ�RUGHU�WR�JDLQ�KLV�EUHDG��HGXFDWLRQ� DQG�QRZ�
DOVR�WR�EXLOG�D�KRXVH����� 7KLV�LV�D�VWDQGDUG�DSRORJ\� IRU�FROR"�
QLDOLVP�RU�QHR�FRORQLDOLVP� RIIHUHG�E\�HPSOR\HUV�RI�WKLUG�ZRUOG�
ZRUNHUV�LQ��PHWURSROLWDQ�� FRXQWULHV��DQG�DQ�REYLRXVO\� VSH"�
FLRXV�RQH�� 7KH�ZDJH�VFDOHV� LQ�DGYDQFHG� FDSLWDOLVW�FRXQWULHV�
DUH�FRQVLGHUDEO\� DERYH�WKRVH�LQ�RSSUHVVHG� XQLQGXVWULDOL]HG�RQHV�
EHFDXVH� WKH�FRVW�DQG�VWDQGDUG�RI�OLYLQJ�LQ�WEH�IRUPHU�FRXQWULHV�
DUH�VR�PXFK�KLJKHU��SULYDWH�FRQVXPSWLRQ� SHU�FDSLWD� LQ�,VUDHO�
ZDV����� WLPHV�KLJKHU�WKDQ�WKDW�LQ�WKH�:HVW�%DQN��DQG�����WLPHV�
KLJKHU�WKDQ�WKDW�LQ�*D]D� LQ������� IRU�H[DPSOH��A� 7KHUH�LV�
D�JOREDO�SDWWHUQ�RI�ZRUNHUV�IURP�SRRU�FRXQWULHV�RU�UHJLRQV�
WUDYHOOLQJ�WR�DGYDQFHG� FDSLWDOLVW�RQHV�WR�ILQG�ZRUN�WKHUH�DW�
VDODULHV�KLJKHU�WKDQ�WKH\�FRXOG�HDUQ�DW�KRPH��EXW�WKLV�LV�KDUGO\�
WR�VD\�WKDW�WKH�ZKLWH�6RXWK�$IULFDQ�KRXVHZLIH�HPSOR\LQJ�D�
FRRN� IURP�D�%DQWXVWDQ��D�3DULVLDQ�LQGXVWULDOLVW�KLULQJ�DQ�$OJHULDQ�
ZRUNHU��D�JUDSH�JURZHU�LQ�&DOLIRUQLD�HQJDJLQJ�0H[LFDQ�PLJUDQW�
ODERU�RU�D�EXVLQHVVPDQ� LQ�WKH�1HZ�<RUN�&LW\�JDUPHQW�GLVWULFW�
KLULQJ�DQ��LOOHJDO�� /DWLQ�$PHULFDQ�RU�&KLQHVH�LPPLJUDQW�LV�
QRW�H[SORLWLQJ�WKH�HPSOR\HH�� ,Q�IDFW��VXFK�HPSOR\PHQW� LV�
XVXDOO\�FKDUDFWHUL]HG�E\�H[WUHPH�H[SORLWDWLRQ�� DV�LQ�WKH�FDVH�
RI�ZRUNHUV�IURP�WKH�:HVW�%DQN�HPSOR\HG� LQ�,VUDHO��

0RUHRYHU��WKH�VLWXDWLRQ�ZKLFK�IRUFHV�WKH�ZRUNHU�WR�HPLJUDWH�
LQ�RUGHU�WR�ILQG�EHWWHU�HPSOR\PHQW��RU�DQ\�HPSOR\PHQW� DW�DOO��
DQG�WKH�LQHTXLW\�RI�OLYLQJ�VWDQGDUGV�EHWZHHQ�WKH�GHSHQGHQW�
DQG�LPSHULDOLVW�FRXQWU\�DULVHV��DW�OHDVW�LQ�SDUW��IURP�WKH�LQMXV"�
WLFH�RI�LPSHULDOLVP��1RZKHUH�LV�WKLV�PRUH�WUXH�WKDQ�LQ�WKH�FDVH�
RI�,VUDHO�DQG�WKH�:HVW�%DQN�� )RU�LW�ZDV�WKH�=LRQLVWV�ZKR�KDG�
GHVWLWXWHG�WKH�UHIXJHHV�ZKR�IORRGHG�WKH�:HVW�%DQN�LQ�������
DQG�,VUDHO�ZKLFK�IRUFHG�WKH�:HVW�%DQN�LQWR�WKH�SRYHUW\�VWULFNHQ�
JULS�RI�$PPDQ��
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DIWHU�WKH�RIILFHV�ZHUH�RSHQHG�� LQ�'HFHPEHU� ������ ��� SHUFHQW�
RI�WKH�ZRUNHUV�KLUHG�WKURXJK�WKH�RIILFHV�ZHUH�HPSOR\HG� RQ�
WKH�:HVW�%DQN��DQG�WKH�UHVW�ZHQW�WR�ZRUN�LQ�,VUDHO��ZKLOH�LQ�
0DUFK�������RQO\�RQH�SHUFHQW�ZHUH�DOORWWHG�MREV� RQ�WKH�:HVW�
%DQN��DQG���� SHUFHQW�ZHUH�HPSOR\HG� LQ�,VUDHO����

7KH�,VUDHOL�JRYHUQPHQW�LV�FKDQQHOLQJ�3DOHVWLQLDQ�ZRUNHUV�LQWR�
WKH�ORZHVW�UDQNV�RI�WKH�,VUDHOL�SUROHWDULDW�E\�GHQ\LQJ�ZRUN�
SHUPLWV�WR�SHUVRQV�IURP�WKH�RFFXSLHG� WHUULWRULHV�IRU�DQ\�MRE�
GHHPHG� DSSURSULDWH�IRU�XQHPSOR\HG� ,VUDHOLV�DQG�E\�UHIHUULQJ�
ZRUNHUV�IURP�WKH�RFFXSLHG� WHUULWRULHV�RQO\�WR�XQVNLOOHG�RU�
VHPL�VNLOOHG�MREV�� IRU�ZKLFK�WKH\�KDYH�EHHQ�JLYHQ�PLQLPDO�SUH"�
SDUDWLRQ�LQ�D�FUDVK�SURJUDP�RI�YRFDWLRQDO� WUDLQLQJ��ZKLFK�WKH�
,VUDHO�(FRQRPLVW� FDOOHG� DQ��LQGLUHFW�ERRVWHU�WR�WKH�ODERU�VL"�
WXDWLRQ�������

,VUDHOLV�PRYH�LQWR�SHUPDQHQW�KRXVLQJ�LQ�+HEURQ�

6LQFH�$XJXVW��������� YRFDWLRQDO� WUDLQLQJ�FHQWHUV�KDYH�EHHQ�

RSHUDWHG�E\�WKH�,VUDHOL�JRYHUQPHQW�LQ�WKH�:HVW�%DQN��7KHUH�LV�
D�KHDY\�HPSKDVLV�RQ�FRQVWUXFWLRQ�VNLOOV��LQ���������������
RI�WKH������ SHUVRQV�ZKR�FRPSOHWHG� FRXUVHV�KDG�VWXGLHG�FRQ"�
VWUXFWLRQ������7UDLQHHV�DUH�DWWUDFWHG�WR�WKH�FRQVWUXFWLRQ�FRXUVHV�E\�
DQ�DOORZDQFH� RI�,/������ SHU�VWXG\�GD\��FRQVLGHUDEO\�PRUH�WKDQ�WKH�
,/� ����� SDLG�WR�VWXGHQWV�RI�RWKHU�WUDGHV�LQ�WKH�FHQWHUV�O"�� �7KH�
VWLSHQG�LV�LQ�DGGLWLRQ�WR�D�PRQWKO\�IRRG�DOORWPHQW�GLVWULEXWHG�

E\�WKH�86� DJHQF\��&$5(�� ,QF���WKURXJK�LWV��IRRG�IRU�ZRUN��
SURJUDP��&$5(
V� RSHUDWLRQV� LQ�WKH�RFFXSLHG� DUHDV�ZLOO�EH�GLV"�
FXVVHG�LQ�WKH�VHFWLRQ�RQ�*D]D��� 7KRXJK�WKH�RWKHU�FRXUVHV�UH"�
TXLUH�D�\HDU�RI�VWXG\��WKH�FRQVWUXFWLRQ�WUDLQLQJ�WDNHV�RQO\�
WKUHH�PRQWKV�EHIRUH�WKH�WUDLQHH�LV�UHDG\�IRU�HPSOR\PHQW��

2QH�DVSHFW�RI�WKH�,VUDHOL�WKUXVW�WR�LPSRUW�ZRUNHUV�IURP�WKH�
:HVW�%DQN�LV�WKHLU�DWWHPSW�WR�UHFUXLW�ZRPHQ��ZKR� LQ�3DOHV"�
WLQLDQ�VRFLHW\�KDYH�WUDGLWLRQDOO\�EHHQ�FRQVLJQHG�WR�XQSDLG� ODERU�
LQ�WKH�KRPH�DQG�RQ�WKH�IDUP��D�SDWWHUQ�ZKLFK��RI�FRXUVH��KDG�
DOUHDG\�EHJXQ�WR�FKDQJH�ORQJ�EHIRUH�WKH�,VUDHOL�RFFXSDWLRQ�� $�0LQ"�
LVWU\�RI�'HIHQVH�GRFXPHQW�REVHUYHV�WKDW���,Q�WKH�WRZQV� >RI�WKH�
:HVW�%DQN@� LW�ZRXOG� VHHP�WKDW�WKH�VXSSO\�RI�HPSOR\HG�PHQ�
LV�QHDUO\�H[KDXVWHG��DQG�DQ\�H[SDQVLRQ� RI�WKH�ODERU�IRUFH�ZLOO�

RQO\�EH�SRVVLEOH�E\�UHFUXLWLQJ�ZRPHQ� DQG�E\�QDWXUDO�LQFUHDVH�
RI�WKH�ZRUNLQJ�DJH�SRSXODWLRQ������ 6HYHQ�RI�WKH�YRFDWLRQDO�

WUDLQLQJ�FHQWHUV�RSHUDWHG�E\�WKH�,VUDHOL�JRYHUQPHQW�RQ�WKH�
:HVW�%DQN�DUH�IRU�WHDFKLQJ�JLUOV�DQG�ZRPHQ�WR�VHZ��HVVHQWLDOO\�
SUHSDULQJ�WKHP�IRU�HPSOR\PHQW�LQ�,VUDHOL�FORWKLQJ�HQWHUSULVHV��
,Q������������ ����ZRPHQ� FRPSOHWHG� VXFK�FRXUVHV�O��� ,Q�WKH�
,VUDHOL�FLWUXV�VHDVRQ�RI������������ RI�WKH������� ZRUNHUV�KLUHG�
IURP�WKH�:HVW�%DQN�WR�KHOS�ZLWK�WKH�FURS��������ZHUH�ZRPHQ��
ZKR�ZRUNHG�PDLQO\�LQ�FDQQLQJ�DQG�SDFNLQJ���"��

%HIRUH�WKH�ZDU��WKH�SUHSRQGHUDQFH� RI�ZRUNHUV�LQ�WKH�:HVW�
%DQN�ZHUH�HPSOR\HG� LQ�DJULFXOWXUH��WKH�EDFNERQH� RI�WKH�HFRQRP\�
RI�WKH�:HVW�%DQN��)RUW\�IRXU�SHUFHQW�RI�:HVW�%DQN�ZRUNHUV�
ZHUH�HPSOR\HG� LQ�DJULFXOWXUH�LQ������� IRU�H[DPSOH��EXW�VLQFH�
WKH�ZDU�WKHUH�KDV�EHHQ�D�PDUNHG�VKLIW�LQ�WKH�SURSRUWLRQ�RI�
ZRUNHUV�DZD\�IURP�DJULFXOWXUH�DQG�WRZDUG�RWKHU�ILHOGV��
SDUWLFXODUO\�FRQVWUXFWLRQ��
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,QGXVWU\� ��� ��� ���
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6RPH� RI�WKH�GHFOLQH� LQ�WKH�SHUFHQWDJH�HPSOR\HG� LQ�DJULFXOWXUH�
FDQ�EH�WUDFHG�WR�DJULFXOWXUDO�ZRUNHUV�DQG�IDUPHUV�OHDYLQJ�WKH�
IDUPV�RI�WKH�:HVW�%DQN�IRU�MREV� LQ�,VUDHO��7KH�&RPPXQLVW�

3DUW\�RI�,VUDHO�UHSRUWHG�WKDW���������� GXQDPV�RI�DJULFXOWXUDO�
ODQGV�ZHUH�QRW�WLOOHG�LQ����������� LQ�WKH�RFFXSLHG� DUHDV��WKLV�

ILJXUH�UHDFKHG��������� GXQDPV�LQ������������ &RQVHTXHQWO\�
DJULFXOWXUDO�VRLO�LQ�WKH�:HVWHUQ�%DQN�LV�OHIW�XQSORXJKHG�� VLQFH�
ODERXUHUV�DQG�HYHQ�RZQHUV�RI�WKH�VPDOO�IDUPV�KDYH�WR�ORRN�IRU�

MREV� LQ�,VUDHO������

$JULFXOWXUH�

7KH�,VUDHOL�RFFXSDWLRQ� KDV�KDG�D�SURIRXQG�LPSDFW�RQ�WKH�
DJULFXOWXUH�RI�WKH�:HVW�%DQN��7KH�HFRQRPLF� SROLF\�RI�WKH�
RFFXSDWLRQ� WRZDUGV�:HVW�%DQN�DJULFXOWXUH�KDV�EHHQ�GLFWDWHG�
E\�WZR�FRQVLGHUDWLRQV�� PDNLQJ�WKDW�DJULFXOWXUH�IXOILOO�WKH�IXQF"�
WLRQ�RI�VXSSO\LQJ��RWKHU�IDFWRUV�RI�SURGXFWLRQ��� LQ�WKH�ZRUGV�
RI�WKH�,VUDHOL�0LQLVWU\�RI�'HIHQVH�� DQG�PDNLQJ�LW�VHUYH�,VUDHOL�
SODQV�IRU�PDUNHWV��

,Q�WKH�PRQWKV�DIWHU�WKH�ZDU��WKH�,VUDHOL�DXWKRULWLHV�GHFLGHG� RQ�
DQ��RSHQ�EULGJHV��SROLF\�ZKHUHE\�WKH�IDUPHUV�RI�WKH�:HVW�%DQN�
FDQ�WUXFN�WKHLU�DJULFXOWXUDO�VXUSOXVHV��DQG� WKH�PDQXIDFWXUHUV�
WKHLU�SURGXFWV��DFURVV�WKH�EULGJHV�ZKLFK�VSDQ�WKH�-RUGDQ�WR�
WKH�XQRFFXSLHG� (DVW�%DQN��DERXW�RQH�WKLUG�RI�WKH�:HVW�%DQN
V�
DJULFXOWXUDO�SURGXFH� LV�PDUNHWHG�LQ�WKH�(DVW�%DQN��7KH�EULGJHV��
RI�FRXUVH��DUH��RSHQ�� LQ�RQH�GLUHFWLRQ�RQO\��DQG�IUHHGRP�RI�
LPSRUW�IURP�WKH�(DVW�%DQN�LV�QRW�SHUPLWWHG��,Q�WKH�ORQJ�UXQ��
WKLV��RSHQ�EULGJHV�� SROLF\�NHHSV� DQ�HFRQRPLF� FRQGXLW� DYDLO"�
DEOH�IURP�WKH�:HVW�%DQN�WR�WKH�DGMDFHQW� $UDE�DUHDV��DQ�LPSRU"�
WDQW�SROLWLFDO�FRQVLGHUDWLRQ� LI�,VUDHOL�GUHDPV�RI�DFFHVV�WR�WKH�
YDVW�PDUNHWV�RI�WKH�VXUURXQGLQJ�FRXQWULHV�DUH�WR�EH�UHDOL]HG��
�(YHQ�QRZ��,VUDHOL�PHUFKDQWV�DUH�PDNLQJ�IXUWLYH�XVH�RI�WKHVH�
PDUNHWV�E\�KDYLQJ�WKHLU�JRRGV� VKLSSHG�WR�WKH�(DVW�%DQN�XQGHU�
WKH�ODEHO�RI�:HVW�%DQN�DQG�*D]D� PDQXIDFWXUHUV�RU�IDUPHUV��
$OWKRXJK�WKH�HFRQRPLF� VLJQLILFDQFH�RI�WKLV�SUDFWLFH�LV�VWLOO�
OLPLWHG��LWV�SRWHQWLDO�SROLWLFDO�DQG�HFRQRPLF� PHDQLQJ�LV�PDVVLYH���

,PPHGLDWHO\�DIWHU�WKH�ZDU�WKH��RSHQ� EULGJHV�� SROLF\�VROYHG�
WKH�,VUDHOLV
�SUREOHP�RI�GLVSRVDO� RI�WKH�DJULFXOWXUDO�VXUSOXVHV�
RI�WKH�:HVW�%DQN��2Q�WKH�RQH�KDQG��LI�WKH�SURGXFH�KDG�EHHQ�
OHIW�XQVROG��WKH�HFRQRP\�RI�WKH�:HVW�%DQN�ZRXOG� KDYH�FRO"�
ODSVHG�FRPSOHWHO\�� WKH�UHVLVWDQFH�RI�WKH�SHRSOH� PLJKW�KDYH�LQ"�
WHQVLILHG��DQG�SURYLVLRQ�RI�WKH�QHFHVVDU\�VHUYLFHV�ZRXOG� KDYH�
EHHQ� D�GUDLQ�RQ�WKH�,VUDHOL�HFRQRP\�� 2Q�WKH�RWKHU�KDQG��LI�
IUXLWV�DQG�YHJHWDEOHV�JURZQ�RQ�WKH�:HVW�%DQN�KDG�UHDFKHG�
,VUDHOL�PDUNHWV�LQ�WKH�PRQWKV�DIWHU�WKH�ZDU��WKH\�ZRXOG� KDYH�
XQGHUVROG�FRPSHWLQJ�,VUDHOL�SURGXFH�E\����WR����SHUFHQW������
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,QLWLDOO\�WKH�,VUDHOLV�LQKLELWHG�WKH�VDOH�RI�:HVW�%DQN�SURGXFH� LQ�
,VUDHOL�PDUNHWV�E\�UHJXODWLRQV�UHTXLULQJ�VSHFLDO�SHUPLWV��KHDOWK�
FKHFNV�RQ�SURFHVVHG� IRRGV�DQG�FHUWLILFDWLRQ�WKDW�WKH�LPSRUW�
ZRXOG� QRW�FDXVH� DQ\�,VUDHOL�VXUSOXVHV������

7KH�,VUDHOL�0LQLVWHU�RI�$JULFXOWXUH�LVVXHG�JXLGHOLQHV�IRU�WKH�
:HVW�%DQN
V� DJULFXOWXUH�ZKLFK�FDOOHG�IRU�D�UHGXFWLRQ�RI�WKH�:HVW�
%DQN
V�GHSHQGHQFH� RQ�WUDGH�ZLWK�WKH�(DVW�%DQN�DQG�WKH�LQWUR"�
GXFWLRQ�RI�FURSV�ZKLFK�ZRXOG�EH�FRPSOHPHQWDU\�WR�WKH�,VUDHOL�
HFRQRP\�� VXLWDEOH�IRU�H[SRUW�WR�(XURSH� RU�IRU�SURFHVVLQJ�LQ�
,VUDHO������ )RU�ZKLOH�WKH�,VUDHOL�JRYHUQPHQW�ZDV�LQWHUHVWHG�LQ�

PDLQWDLQLQJ�D�IORZ�RI�H[SRUWV�IURP�WKH�:HVW�%DQN�WR�WKH�(DVW�
%DQN��LW�IHDUHG�FRQWLQXHG�GHSHQGHQFH� RQ�WUDGH�ZLWK�$PPDQ��
7KH�H[SRUWV�WR�WKH�(DVW�%DQN�SUHYHQWHG�:HVW�%DQN�SURGXFH� IURP�

JOXWWLQJ�WKH�,VUDHOL�PDUNHW�RU�UHPDLQLQJ�XQVROG�� DQG�EURXJKW�
LQ�KDUG�FXUUHQF\�ZKLFK�LPSURYHG�,VUDHO
V�ILQDQFLDO�VLWXDWLRQ��
0RUHRYHU��LW�ZDV�LPSRUWDQW�WR�PDLQWDLQ�VRPH�IORZ�RI�JRRGV�
IURP�WKH�RFFXSLHG� DUHDV�WR�WKH�$UDE�FRXQWULHV�LQ�RUGHU�WR�
QRXULVK�,VUDHOL�KRSHV�RI�DFFHVV�WR�$UDE�PDUNHWV�IRU�LWV�RZQ�

SURGXFWV�LQ�WKH�IXWXUH��+RZHYHU��H[FHVVLYH�UHOLDQFH�RQ�WUDGH�
ZLWK�WKH�(DVW�%DQN�ZRXOG� SODFH� LQ�+XVVDLQ
V� KDQGV�D�SRZHU"�
IXO�ZHDSRQ�� WKH�WKUHDW�WR�FORVH�WKH�EULGJHV��DQG�WKXV�JLYH�WKH�

JRYHUQPHQW�LQ�$PPDQ�JUHDW�OHYHUDJH�RYHU�WKH�SROLWLFDO� DQG�
HFRQRPLF� OLIH�RI�WKH�:HVW�%DQN���
� )XUWKHUPRUH��FRQWLQXDWLRQ�
RI�WKH�WUDGLWLRQDO�SDWWHUQ�RI�PDUNHWLQJ�WKH�DJULFXOWXUDO�VXUSOXV�
ZRXOG� KLQGHU�,VUDHO
V�SODQ�RI��LQWHJUDWLQJ��:HVW�%DQN�DJUL"�
FXOWXUH�IRU�WKH�EHQHILWV�LW�FRXOG�RIIHU�WKH�,VUDHOL�HFRQRP\��

,Q����������� WKH�,VUDHOL�DXWKRULWLHV��LQ�FRQVXOWDWLRQ�ZLWK�
:HVW�%DQN�QRWDEOHV� DQG��DJULFXOWXUDO�OHDGHUV��� GUHZ�XS�D�
QHZ�SODQ�IRU�:HVW�%DQN�DJULFXOWXUH���L��ZKLFK�IRFXVHG�RQ�

GLVFRXUDJLQJ�WKH�IDUPHUV�RI�WKH�:HVW�%DQN�IURP�SODQWLQJ�VRPH�

FURSV�ZKLFK�WKH\�KDG�EHHQ�XVHG�WR�VKLSSLQJ�WR�WKH�(DVW�%DQN��
DQG�JURZLQJ�LQVWHDG�FURSV�QHHGHG�E\�,VUDHO��$�VDOLHQW�H[DPSOH�
RI�VXFFHVVIXO�HIIRUWV�WR�GLVFRXUDJH� D�FURS�SUHYLRXVO\�SODQWHG�
IRU�VDOH�LQ�$UDE�PDUNHWV�LV�WKH�GHFOLQH�RI�PHORQ�SURGXFWLRQ�
DQG�RI�RWKHU�KLJK�ZDWHU�FRQWHQW�IUXLW�ZKLFK�KDG�EHHQ� DQ�LPSRU"�
WDQW�VXPPHU�H[SRUW�LWHP�WR�WKH�DULG�$UDE�FRXQWULHV�O� ,�� %H"�
WZHHQ������ DQG�������WKH�PHORQ�FURS�RI�WKH�:HVW�%DQN�IHOO�
IURP�������� WRQV�WR�������� WRQV�8�� DQG�E\������ ZDV�GRZQ�
WR�������� WRQV�O� ,�� ,Q�FRQWUDVW��WKH�SURGXFWLRQ� RQ�WKH�:HVW�
%DQN�RI�FURSV�QHHGHG�E\�,VUDHO�LV�LQFUHDVLQJ��EHWZHHQ� �����
DQG������� IRU�H[DPSOH�� SURGXFWLRQ�RI�VHVDPH�VKRW�XS�IURP�
���� WR������� WRQV��DQG�EHWZHHQ� ����� DQG������� WKH�QXPEHU�RI�
GXQDPV�SODQWHG�ZLWK�WREDFFR� LQFUHDVHG�IURP������� WR� ��������
0RUH�VXJDU�EHHWV�ZHUH�JURZQ�IRU�,VUDHOL�LQGXVWU\��DQG�PRUH�

YHJHWDEOHV��VXFK�DV�HJJSODQW�DQG�SHSSHUV��IRU�H[SRUW�WR�(XURSH�����

7KH�0LQLVWU\�RI�$JULFXOWXUH�XVHV�HODERUDWH�PHDQV�WR�HIIHFW�
WKH�FKDQJHV�LW�KDV�SODQQHG� IRU�WKH�:HVW�%DQN
V� DJULFXOWXUH��
2QH� FUXFLDO�LQVWUXPHQW�LV�WKH�DJULFXOWXUDO�FRXQFLO�ZKLFK�SUR"�
YLGHV�OLDVRQ�EHWZHHQ� WKH�PLOLWDU\�JRYHUQPHQW�DQG�WKH�IDUPHUV��
7KH�PLOLWDU\�DXWKRULWLHV�UHSRUWHG�WKDW��

$JULFXOWXUDO�FRXQFLOV��GLVWULFW�DQG�UXUDO�FRXQFLOV� DQG�DOVR�
EUDQFK�DJULFXOWXUDO�FRXQFLOV�ZHUH�HVWDEOLVKHG� LQ�WKH�GLV"�
WULFW��7KH�FRXQFLOV� DUH�FRPSRVHG� RI�QRWDEOHV� DQG�OHDGLQJ�
IDUPHUV��$SSUR[LPDWHO\� ������ IDUPHUV�DUH�DVVRFLDWHG�
ZLWKLQ�WKHVH�IUDPHZRUNV��7KH�FRXQFLOV� GHDO�ZLWK�WUDLQLQJ�
DQG�UHVHDUFK�SODQV��SURGXFWLRQ�DQG�PDUNHWLQJ�JXLGDQFH��
DQG�OLDVRQ�ZLWK�WKH�DGPLQLVWUDWL�Q�OO��

$V�DQ�LQFHQWLYH�WR�SODQW�QHZ�FURSV���GHPRQVWUDWLRQ� SURMHFWV��
SURYLGH�VHHGV�RI�WKH�DSSURYHG� FURS�WR�WKH�IDUPHU��SOXV�FRVWV�

DERYH�WKRVH�RI�KLV�SUHYLRXV�FURSV��)LIWHHQ�DJURQRPLVWV�ZHUH�

DVVLJQHG�WR�D�WUDLQLQJ�SURJUDP�IRU�IDUPHUV��WKH�SURJUDP�KDV�

RUJDQL]HG�ILHOG�GD\V�WR�WHDFK�WHQV�RI�WKRXVDQGV�RI�DJULFXOWXUDO�
ZRUNHUV��QHZ�PHWKRGV�� DQG�VWXG\�WULSV�WR�,VUDHOL�DJULFXOWXUDO�
IDFLOLWLHV��7KH�WUDLQLQJ�SURJUDP�KDV�D�FHQWHU�LQ�5DPDOODK�����
7KH�,VUDHOL�JRYHUQPHQW�DOVR�KDV�D�ORDQ�SURJUDP�IRU�IDUPHUV��
ZKLFK�E\����������� KDG�JLYHQ������� IDUPHUV�D�WRWDO�RI�,/� ��
PLOOLRQ�LQ�ORDQV�����

,VUDHOL�PDUNHWLQJ�SROLF\�IRU�:HVW�%DQN�IDUPHUV�DOVR�IRVWHUV�
DGKHUHQFH�WR�WKH�0LQLVWU\�RI�$JULFXOWXUH
V�JXLGHOLQHV�RQ�FURSV��
$WWDFKHG�WR�WKH�PLOLWDU\�RFFXSDWLRQ� VWDII�LV�D�0DUNHWLQJ�2IIL"�
FHU�IURP�WKH�0LQLVWU\�RI�$JULFXOWXUH�����ZKRVH� WDVN�LV�WR�HQ"�

FRXUDJH�PDUNHWLQJ�DUUDQJHPHQWV�IDYRUDEOH�WR�WKH�QHHGV�RI�WKH�
,VUDHOL�HFRQRP\�� 7KH� ���������� DJULFXOWXUDO�SODQ�UHFRPPHQGHG��
IRU�H[DPSOH��

WKDW�IDUPHUV�SURGXFLQJ�WRPDWRHV� DQG�HJJSODQWV�IRU�H["�
SRUW�VKRXOG�LQ�WKH�PRQWKV�RI�0DUFK�$SULO�VHQG�WKHLU�
VXUSOXVHV�WR�WKH�,VUDHO�PDUNHWV��'XULQJ�WKDW�SHULRG�WKHUH�
LV�D�GHPDQG� IRU�WKHVH�SURGXFWV�RQ�WKH�,VUDHO�PDUNHW��6XFK�
D�SURJUDP�ZLOO�VHUYH�DV�DQ�LQFHQWLYH�WR�$UDE�JURZHUV�WR�
VLJQ�H[SRUW�FRQWUDFWV������

7KH�UHSRUW�JRHV�RQWR� GHVFULEH�KRZ�H[SRUW�FRQWUDFWV�XVHIXO�WR�
WKH�,VUDHOL�HFRQRP\� LQ�JHQHUDO�DQG�DJULFXOWXUDO�EDVHG�LQGXVWULHV�
LQ�SDUWLFXODU�ZHUH�FRQFOXGHG�� �:LWK�WKH�KHOS�RI�WKH�0LQLVWU\�
RI�$JULFXOWXUH��FRQWUDFWV�ZHUH�QRZ�VLJQHG�EHWZHHQ� WKH�JURZHUV�
DQG�,VUDHO�FDQQLQJ�IDFWRULHV��7KXV�WKH�IDUPHUV�ZLOO�LQFUHDVH�WKH�
DUHDV�RI�VXFK�FURSV�ZKLFK�,VUDHO�KDG�WR�LPSRUW�SUHYLRXVO\������

,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�ZKLOH�WKH�,VUDHOL�JRYHUQPHQW�KDV�
PDUNHG�PRVW�RI�WKH�:HVW�%DQN�RXW�IRU�ODERU�LQWHQVLYH�FURSV��
DV�LW�KDG�HDUOLHU�SODQQHG� IRU�WKH�ODQG�ZKLFK�UHPDLQV�XQGHU�$UDE�

WLOODJH�LQ�,VUDHO�LWVHOI�����RQH� DUHD�RI�WKH�:HVW�%DQN�VHHPV�WR�
EH�GHVWLQHG�IRU�FDSLWDO�LQWHQVLYH�DJULFXOWXUH�E\�-HZLVK�VHWWOHUV��
7KDW�LV�WKH�-RUGDQ�9DOOH\�� 5HFHQWO\�RIILFLDOV�RI�WKH�6HWWOHPHQW�

'HSDUWPHQW�RI�WKH�:RUOG�=LRQLVW�2UJDQL]DWLRQ� SUHGLFWHG�WKDW�
WKH�-RUGDQ�9DOOH\� FRXOG�EHFRPH� �WKH�KRW�KRXVH�RI�(XURSH��
DQG�GLVFXVVHG� SRVVLEOH� SURMHFWV�WKHUH��LQFOXGLQJ�DQ�DLUSRUW�IURP�
ZKLFK�ZLQWHU�IUXLWV�DQG�YHJHWDEOHV�ZRXOG�EH�IORZQ�WR�(XURSH�����
%\�HDUO\������ D�FKDLQ�RI�DW�OHDVW����,VUDHOL�VHWWOHPHQWV�KDG�EHHQ�
HVWDEOLVKHG�LQ�WKH�-RUGDQ�9DOOH\�����

,QGXVWU\� DQG� )LQDQFH�

,Q�WKH�DUHDV�RI�LQGXVWU\�DQG�ILQDQFH�DV�ZHOO�DV�WKDW�RI�DJULFXO"�
WXUH��,VUDHO
V�SODQV�IRU�WKH�:HVW�%DQN�DQG�*D]D� DUH�FRORQLDO��
7KRVH�SODQV�GR�QRW��RI�FRXUVH��LQFOXGH�HQFRXUDJHPHQW�RI�D�

VWURQJ�DQG�LQGHSHQGHQW�LQGXVWULDO�LQIUDVWUXFWXUH�IRU�WKH�

UHJLRQ��WKH�IORRGLQJ�RI�:HVW�%DQN�PDUNHWV�ZLWK�,VUDHOL�PDQ"�
XIDFWXUHG�JRRGV� FHUWDLQO\�PLOLWDWHV�DJDLQVW�WKDW�SURVSHFW��$�
5$1'� VWXG\�FRQFOXGHG� WKDW��OLNH�WKH�$UDE�LQ�,VUDHO��WKH�
:HVW�%DQNHUV�ZRXOG� �EH�XQDEOH�WR�PDNH�DQ\�VLJQLILFDQW�SUR"�
JUHVV�LQ�LQGXVWULDO�GHYHORSPHQW��� ����

%XW�D�SDWWHUQ�LV�HPHUJLQJ�ZKLFK�VKRZV�WKDW�,VUDHOL�LQGXVWULDO"�
LVWV�DUH�WDNLQJ�DGYDQWDJH�RI�WKH�ODERU�DYDLODEOH� DW�ORZ�ZDJHV�
LQ�:HVW�%DQN�SODQWV�WR�SHUIRUP�VXEVLGLDU\�RSHUDWLRQV� IRU�
IDFWRULHV�LQ�,VUDHO��DQG�WKDW�WKH�GRRU�KDV�EHHQ�RSHQHG� IRL�
,VUDHOL�FDSLWDO�WR�SHQHWUDWH�:HVW�%DQN�LQGXVWU\��
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%\�������MXVW�WZR�\HDUV�DIWHU�WKH�RFFXSDWLRQ� EHJDQ�����RI�
WKH�:HVW�%DQN
V�VPDOO�LQGXVWULDO�ZRUN�IRUFH�ZDV�DOUHDG\�HP"�

SOR\HG�LQ�ILOOLQJ�RUGHUV�IRU�,VUDHOL�LQGXVWU\��,��� DQG�LQ�WKH�IRO"�

ORZLQJ�\HDU�WKH�DPRXQW�RI�VXEFRQWUDFWHG�ZRUN�FRPSOHWHG� RQ�
WKH�:HVW�%DQN�QHDUO\�WULSOHG�� 7KH�VXEFRQWUDFWV�KDYH�EHHQ�
FRQFHQWUDWHG�LQ�1DEOXV��

9$/8(� 2)� 68%&2175$&7('� :25.� )25� ,65$(/,�
,1'8675<� 3(5)250('� ,1�)$&725,(6�

21�7+(� :(67� %$1.����

<HDU� 9DOXH� RI�ZRUN�GRQH�
����� ,/� ��������
����� ����������
����� ����������

68%&2175$&76� )520� ,65$(/,� ,1'8675<�
%<� ',675,&7� ����

'LVWULFW� ����� �����
1DEOXV� ,/� �������� ��������
5DPDOODK� ������� �������
%HWKOHKHP� �������� ��������
+HEURQ� �"� �������
727$/� �������� ����������

7KH�,VUDHOL�FORWKLQJ��IRDP�UXEEHU�DQG�IXUQLWXUH�LQGXVWULHV�
LQ�SDUWLFXODU�KDYH�EHHQ� DWWUDFWHG�E\�WKH�ORZ�ZDJHV�SDLG�RQ�
WKH�:HVW�%DQN�DQG�KDYH�SODFHG�PRVW�RI�WKH�RUGHUV�IRU�VXE"�
FRQWUDFWHG�ZRUN�� 7KH�-HUXVDOHP�3RVW�UHSRUWHG��

6HZLQJ�VKRSV�DUH�VSURXWLQJ�XS�WR�GR�MREV� IRU�$WD��5H[��
%DUELU��(ODVWH[�DQG�RWKHUV�� 
:H�KDYH�DQRWKHU�HLJKW�
FORWKLQJ�IDFWRULHV�UHDG\�WR�JLYH�RUGHUV�LI�WKHUH�DUH�
WDNHUV�
�0U���%HFKDU� >RI�WKH�,VUDHOL�0LQLVWU\�RI�&RP
�
PHUFH�DQG�,QGXVWU\@�VDLG�� &RQWUDFWV�DUH�JLYHQ�RXW�E\�
IXUQLWXUH�IDFWRULHV��5DKDW�RI�/\GGD�KDV�ERRNHG� RUGHUV�
ZLWK�FRPSDQLHV� LQ�1DEOXV� DQG�%HWKOHKHP�� $Q�,VUDHOL�
FRPSDQ\�ZDV�SODQQLQJ�WR�EXLOG�LWV�RZQ�IRDP�PDWWUHVV�
SODQW��EXW�LQVWHDG�SODFHG� RUGHUV�ZLWK�D�IDFWRU\�RQ�WKH�
:HVW�%DQN�WR�WKH�VXP�RI�,/��������� LQ������ DQG�ZLOO�
GRXEOH� WKLV�DPRXQW�WKLV�\HDU�>����@�� ����

,Q�$XJXVW������ WKH�,VUDHOL�JRYHUQPHQW�DQQRXQFHG� WKDW�WKHUH�
ZHUH�VXEVLGLHV�DYDLODEOH� IRU�,VUDHOL�DQG�IRUHLJQ�LQYHVWPHQW�
LQ�WKH�RFFXSLHG� DUHDV�LQFOXGLQJ�WD[�UHOLHI��VXUHWLHV�RI�VHFXULW\��
DQG�SRVVLEO\�ORZHU�SULFHV�RQ�UDZ�PDWHULDOV�� ,Q�WKH�FDVH�RI�

MRLQW�YHQWXUHV��KRZHYHU��WKH�SDUWQHU�ZKR�ZDV�D�UHVLGHQW�RI�WKH�

RFFXSLHG� DUHDV�ZRXOG� QRW�EH�HOLJLEOH�IRU�WKH�VXEVLG\������

$OWKRXJK�,VUDHOL�RZQHG�IDFWRULHV�ZHUH�DOUHDG\�DSSHDULQJ�LQ�
*D]D�� ,VUDHOLV�VHHPHG�LQLWLDOO\�UHOXFWDQW�WR�LQYHVW�LQ�WKH�:HVW�
%DQN�SHUKDSV�EHFDXVH� WKH�,VUDHOL�JRYHUQPHQW�KDG�OHIW�LWV�

SRVLWLRQ�RQ�WKH�:HVW�%DQN
V� SROLWLFDO�IXWXUH�LQ�JUHDWHU�GRXEW
�


�,VUDHOL�FDSLWDOLVWV�ZHUH�TXLFN�WR�ORVH�WKHLU�KHVLWDQF\�DERXW�
LQYHVWLQJ�LQ�WKH�:HVW�%DQN��KRZHYHU��IRU�LQ�WKH�GHEDWH� LQ�WKH�
,VUDHOL�FDELQHW�RQ�ODQG�VDOHV�LQ�WKH�RFFXSLHG� DUHDV�GXULQJ�$SULO�
������ LW�HPHUJHG�WKDW�WZR�WR�WKUHH�KXQGUHG�WUDQVDFWLRQV�KDG�
EHHQ��EURDFKHG� LI�QRW�FRQFOXGHG�� LQYROYLQJ�WKH�SXUFKDVH�RI�
ODQG�LQ�WKH�RFFXSLHG� DUHDV�E\�OVUDHOLV����� 0RVW�RI�WKH�ODQG�
ZDV�LQ�WKH�DUHD�EHWZHHQ� 5DPDOODK�DQG�%HWKOHKHP�DQG�KDG�
EHHQ�VRXJKW�LQ�ODUJH�WUDFWV�XS�WR�������� GXQDPV� >��GXQDP�
 ����� DFUHV@� IRU�SXUSRVHV�RI�VSHFXODWLRQ�� ����

8QGHU�SUHVVXUH�IURP�WKH�8�6�� JRYHUQPHQW��WKH�,VUDHOL�FDELQHW�
UHWDLQHG�WKH�EDQ�RI�VDOHV�RI�ODQG�LQ�WKH�RFFXSLHG� DUHDV�WR�
,VUDHOLV�DQG�IRUHLJQHUV��7KH�EDQ�DSSOLHG�RQO\�WR�SULYDWH�VDOHV��
KRZHYHU�� 7KH�-HZLVK�1DWLRQDO� )XQG�DFNQRZOHGJHG� WKDW�LW�
KDG�SXUFKDVHG� ������� GXQDPV�RI�FRQTXHUHG� ODQG�VLQFH������
DQG�ZDV�EHOLHYHG�WR�KDYH�DFWXDOO\�ERXJKW�VHYHUDO�WKRXVDQG�
GXQDPV�PRUH�� 7KH� ,VUDHOL�JRYHUQPHQW�DOVR�FRQWUROV�WKDW�ODQG�
RQ�WKH�:HVW�%DQN�ZKLFK�KDG�SUHYLRXVO\�EHHQ� LQ�WKH�KDQGV�RI�
WKH�-RUGDQLDQ�JRYHUQPHQW��DERXW�RQH�VL[WK�RI�WKH�UHJLRQ�DV�

7KHUH�ZHUH�VRPH�MRLQW�$UDE�,VUDHOL�HQWHUSULVHV�RQ�WKH�:HVW�
%DQN�KRZHYHU��LQFOXGLQJ�WKH�-HULFKR�SDFNLQJ�KRXVH�����

,Q�2FWREHU� ����� WKH�,VUDHOL�JRYHUQPHQW�RIIHUHG� VLJQLILFDQW�
QHZ�LQFHQWLYHV�WR�,VUDHOL�LQYHVWRUV�WR�SXW�WKHLU�PRQH\�LQWR�

LQGXVWU\�LQ�WKH�RFFXSLHG� DUHDV�� 2Q�2FWREHU��WK��WKH�0LQLV"�
WHULDO�(FRQRPLF� &RPPLWWHH�GHFLGHG� WR�H[WHQG�WR�HQWHUSULVHV�
LQ�WKH�RFFXSLHG� DUHDV�DOO�EHQHILWV�DFFRUGHG� WR�EXVLQHVVHV�LQ�WKH�
�$�� SULRULW\�GHYHORSPHQW� DUHDV�RI�,VUDHO�LWVHOI��+D\DUHW]�
FRPPHQWHG�WKDW�

,QIRUPHG�FLUFOHV�LQ�-HUXVDOHP�UHSRUWHG�WKDW�
WKH�GHFLVLRQ�WR�H[WHQG�WKH�/DZ�IRU�WKH�
(QFRXUDJHPHQW�RI�&DSLWDO� ,QYHVWPHQW�KDV�
FRQVLGHUDEOH� SROLWLFDO�VLJQLILFDQFH�� ,Q�HVVHQFH��
WKH�JRYHUQPHQW
V�GHFLVLRQ� PHDQV�WKDW�IURP�
QRZ�RQ� LW�LV�UHDG\�WR�HQFRXUDJH� HQWUHSUHQHXUV�
HVWDEOLVKLQJ�LQGXVWULHV�LQ�WKH�WHUULWRULHV�WKURXJK�
JUDQWV�RI�VXEVWDQWLDO�SULYLOHJHV�������

7KH�SURSRVDO��ZKLFK�ZDV�SUHVHQWHG�WR�WKH�0LQL"�
VWHULDO�&RPPLWWHH�E\�WKH�0LQLVWHU�RI�,QGXVWU\�DQG�
&RPPHUFH��+DLP�%DU�/HY��UDLVHG�QR�RSSRVLWLRQ�����

(YHQ�VRPH�RI�WKH��DQWL�LQWHJUDWLRQLVW��SROLWLFLDQV�LQ�,VUDHO�
ZKR�RSSRVH� WKH�LPSRUW�RI�$UDE�ODERU�LQWR�,VUDHO�ZHUH�SOHDVHG�
ZLWK�WKH�GHFLVLRQ�RQ�LQYHVWPHQW�LQFHQWLYHV�IRU�,VUDHOLV�LQ�
WKH�RFFXSLHG� DUHDV������

7KH�QHZ�SULYLOHJHV�IRU�LQYHVWRUV�DUH�LQGHHG�VXEVWDQWLDOV� $Q\�
QHZ�EXVLQHVV�RSHQHG� E\�,VUDHOLV�LQ�WKH�RFFXSLHG� DUHDV�ZLOO�

TXDOLI\�IRU�D�ORDQ�RI�XS�WR����� RI�WKH�QHFHVVDU\�ZRUNLQJ�
FDSLWDO�DW����LQWHUHVW��D�ORZ�UDWH�E\�,VUDHOL�VWDQGDUGV��DQG�WKH�
LQYHVWRUV�WKHPVHOYHV�QHHG�SXW�XS�RQO\����� RI�WKH�FDSLWDO�����
)XUWKHUPRUH��WKH�QHZ�HQWHUSULVH�FDQ�UHFHLYH�D�JRYHUQPHQW�
JUDQW�RI�XS�WR������� RI�WKH�LQYHVWPHQW�LQ�VLWH�DQG�EXLOGLQJ�
GHYHORSPHQW��SOXV�WZLFH�WKH�XVXDO�GHSUHFLDWLRQ� DOORZDQFH��
GHIHUPHQW�RI�UHJLVWUDWLRQ��FDSLWDO�DQG�SURSHUW\�IHHV��H[HPS"�
WLRQ�IURP�LQFRPH�WD[�IRU�ILYH�\HDUV�DQG�D�PD[LPXP�WD[�RI�
���� RQ�SURILWV��7KHUH�DUH�VSHFLDO�SURYLVLRQV�IRU�IRUHLJQ�
FDSLWDO�����

$W�DERXW�WKH�VDPH�WLPH�LW�RIIHUHG�LQFHQWLYHV�IRU�,VUDHOL�HQWUH"�
SUHQHXUV�LQ�WKH�RFFXSLHG� WHUULWRULHV��WKH�JRYHUQPHQW�DFWHG�WR�
H[WHQG�WKH�RSHUDWLRQV�RI�,VUDHOL�EDQNV�WKHUH�DOVR�� 6LQFH�WKH�
ZDU�LQ������� $UDE�EDQNV�LQ�WKH�RFFXSLHG� DUHDV�KDYH�EHHQ�
FORVHG��DQG�VR�KDYH�RIIHUHG�QR�FRPSHWLWLRQ�WR�,VUDHOL�EDQNV��
7ZR� IDFWRUV��KRZHYHU��OLPLWHG�WKH�RSHUDWLRQV� RI�,VUDHOL�EDQNV�
LQ�H[WHQGLQJ�FUHGLW��-RUGDQLDQ�ODZ�VHW�D�FHLOLQJ�RI���LQWHUHVW��
OHVV�WKDQ�WKH�UDWH�DW�ZKLFK�,VUDHOL�EDQNHUV�ZHUH�ZLOOLQJ�WR�PDNH�

D�ZKROH�� 2I�WKH�DOPRVW���PLOOLRQ�GXQDPV�RQ�WKH�:HVW�%DQN��
VWDWH�ODQGV�LQ�WKH�KDQGV�RI�WKH�,VUDHOL�JRYHUQPHQW�LQFOXGH�
�������� GXQDPV�RI�FXOWLYDWHG�DQG�EXLOW�XS�ODQG�DQG���������
GXQDPV�RI�GHVHUW�� 0RUHRYHU�WKH�,VUDHOL�JRYHUQPHQW�FRQWUROV�
�������� GXQDPV�RI��DEDQGRQHG� ODQG�� RQ�WKH�:HVW�%DQN�DQG�
������� EXLOGLQJV�EHORQJLQJ�WR��DEVHQWHHV�"UHIXJHHV� ZKR�
IOHG�LQ������� 7KHVH� KROGLQJV�GR�QRW�LQFOXGH�DERXW� �������
GXQDPV�FRQILVFDWHG� LQ�WKH�DQQH[HG� DUHD�RI�(DVW�-HUXVDOHP�
DQG�LWV�HQYLURQV��

,Q�*D]D�� WKH�,VUDHOL�JRYHUQPHQW�KROGV�DERXW�RQH�WKLUG�RI�WKH�
WRWDO�DUHD��VWDWH�ODQGV�ZKLFK�KDG�SUHYLRXVO\�EHHQ�FRQWUROOHG�
E\�WKH�(J\SWLDQ�JRYHUQPHQW�� 7KDW�DUHD�LQFOXGHV��������
GXQDPV�RI�URDGV�DQG�������� GXQDPV�RI�EHDFK�� ,Q�DGGLWLRQ��
DERXW� ������� GXQDPV�RI�ODQG�ZDV�H[SURSULDWHG� LQ�WKH�*D]D�
6WULS�IRU�ILYH�,VUDHOL�VHWWOHPHQWV��

7KHVH�ILJXUHV�GR�QRW�HQFRPSDVV� ODQG�LQ�ERWK�UHJLRQV�GHFODUHG�
�FORVHG� IRU�PLOLWDU\�UHDVRQV��� /DQG� LQ�WKLV�FDWHJRU\�DPRXQWV�
WR�VHYHUDO�WKRXVDQG� GXQDPV�����
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ORDQV��DQG�VHFRQGO\��WKH�EDQNHUV�KDG�QR�VHFXULW\�WKDW�WKH�
ORDQV�ZRXOG�EH�UHSDLG�� 8QWLO�ODWH������� ,VUDHOL�EDQNV�OHQW�
PRQH\�LQ�WKH�:HVW�%DQN�RQO\�LQ�FDVHV�RI� �GLUHFWHG�FUHGLW���
XVXDOO\�IRU�GHYHORSPHQW�SXUSRVHV��LQ�ZKLFK�WKH�JRYHUQPHQW�
KDG�WR�DSSURYH�HDFK� ORDQ�DQG�RIIHU�VHFXULW\�DQG�WKH�QHFHVVDU\�
GLIIHUHQWLDO�RQ�LQWHUHVW��7KHQ�WKH�,VUDHOL�JRYHUQPHQW�ZDLYHG�
WKH�VHFWLRQ�RI�-RUGDQLDQ�ODZ�VHWWLQJ����DV�WKH�PD[LPXP�LQ"�
WHUHVW�UDWH�DQG�H[WHQGHG� D�JRYHUQPHQW�JXDUDQWHH�RI����� RQ�
ORDQV�LQ�WKH�RFFXSLHG� WHUULWRULHV��)XUWKHUPRUH��WKH�JRYHUQ"�
PHQW�LQFUHDVHG�WKH�PD[LPXP�RI�WRWDO�JXDUDQWHHV�RQ�ORDQV�
LQ�WKH�RFFXSLHG� WHUULWRU\�IURP�,/����PLOOLRQ�WR�,/� ���PLOOLRQ�����
1RZ� ,VUDHOL�EDQNV�FDQ�OHQG�PRQH\�LQ�WKH�RFFXSLHG� DUHDV�RQ�
WKH�VDPH�WHUPV�DV�LQ�,VUDHO��WKH�GRRU�KDV�EHHQ�RSHQHG� IRU�
WKH�SHQHWUDWLRQ�RI�WKH�:HVW�%DQN�E\�,VUDHOL�ILQDQFH�FDSLWDO��

$V�,VUDHOL�EDQNV�DUH�SUHSDULQJ�WR�SRXU�,VUDHOL�FXUUHQF\�LQWR�
WKH�RFFXSLHG� DUHDV��WKH�JRYHUQPHQW�LV�LPSOHPHQWLQJ�SURJUDPV�
WR�GUDZ�-RUGDQLDQ�FXUUHQF\�RXW�� %RWK�WKH�,VUDHOL�SRXQG� DQG�
WKH�-RUGDQLDQ�GLQDU�DUH�OHJDO�WHQGHU�RQ�WKH�:HVW�%DQN��DQG�
WKH�,VUDHOL�JRYHUQPHQW�LV�LQWHUHVWHG�LQ�NHHSLQJ�WKH�GLQDUV�

IORZLQJ�IURP�WKH�(DVW�%DQN�WR�WKH�:HVW�%DQN�DQG�WKHQFH�LQWR�
,VUDHOL�FRIIHUV��IRU�WKH�GLQDUV��IUHHO\�FRQYHUWLEOH�LQWR�SRXQGV�
VWHUOLQJ�DQG�GROODUV�OHVVHQ�WKH�,VUDHOL�IRUHLJQ�H[FKDQJH� SUREOHP��
7KH�,VUDHOL�JRYHUQPHQW�HQFRXUDJHV�WKH�H[SRUW�RI�PDQXIDF"�
WXUHG�JRRGV�IURP�WKH�:HVW�%DQN�WR�WKH�(DVW�EHFDXVH� RI�WKH�
KDUG�FXUUHQF\�VXFK�H[SRUWV�HDUQ��DQG�HYHQ�SD\V�FDVK�LQFHQWLYHV�
WR�H[SRUWHUV�WR�WXP�WKH�GLQDUV�SDLG�LQ�$PPDQ�IRU�WKHLU�PDQX"�
IDFWXUHV�RYHU�WR�WKH�,VUDHOL�JRYHUQPHQW�LQ�H[FKDQJH� IRU�,VUDHOL�

FXUUHQF\�� ,Q�$XJXVW������ WKH�LQFHQWLYHV�ZHUH�UDLVHG�WR�YHU\�
FRQVLGHUDEOH� UDWHV��IRU�VKRUWHQLQJ�����,VUDHOL�DJRURW�SHU�GROODU��
RU�DERXW���� FHQWV��DQG�IRU�FDQGOHV��VRDS��DOFRKROLF� EHYHUDJHV�
DQG�SODVWLF��IRU�H[DPSOH�� ����DJRURW�SHU�GROODU��RU�DERXW� ���
FHQWV����� �7KH� ULVH�LQ�WKH�UDWH�RI�LQFHQWLYHV���WKH�UHSRUW�RI�
WKH�PLOLWDU\�JRYHUQPHQW�QRWHG�� �HQODUJHG�WKH�WXUQRYHU�LQ�
WKH�VDOHV�RI�GLQDUV�UHFHLYHG�IRU�H[SRUWV�������

6RPH� LQGXVWULDOLVWV��DV�WKH�IROORZLQJ�ILJXUHV�VKRZ��KDYH�EHHQ�

SDLG�YHU\�ODUJH�LQFHQWLYHV�IRU�H[SRUWV��SDUWLFXODUO\�WKH�PDQX"�
IDFWXUHUV�RI�VKRUWHQLQJ�DQG�VRDS� LQ�1DEOXV��ZKR�ZHUH�SDLG�
PRUH�WKDQ�D�PLOOLRQ�,VUDHOL�SRXQGV� LQ�WKH�\HDU��������� IRU�

H[SRUWV�LQ�HDFK�FDWHJRU\��

3$<0(176� 2)� ,1&(17,9(6� )25� (;32576��
$SULO������0DUFK� ����� ����

'LVWULFW� 3URGXFW� $PRXQW�SDLG�
%HWKOHKHP� 3ODVWLF� ,/���������

%HDXW\�SURGXFWV� ��������
$OFRKROLF� EHY�� ������

5DPDOODK� 3DSHU� �������
&KRFRODWH� ��������
6RDS� �������
$UDE� �������
7R�PE�DN� "�

+HEURQ� 7H[WLOHV� "�
6FDOHV� ������
6WHHO�ZRRO� ������

1DEOXV� 6KRUWHQLQJ� ����������
0DWFKHV� ��������
2LOV� �������
6RDS� ����������

727$/� ���������� ����

*$=$�

7KH�*D]D� 6WULS��ZLWK�LWV�VDQG\�EHDFKHV� DQG�GXQHV��LWV�RUDQJH�
JURYHV�DQG�ROG�WRZQ��KDV�HOHPHQWV�RI�DOPRVW�WURSLFDO�EHDXW\��
EXW�VLQFH������ LW�KDV�EHHQ� D�SODFH�RI�VXQ�EDNHG�XQKDSSLQHVV��
7KH�UHIXJHHV�ZKR� IOHG�WR�*D]D� RXWQXPEHUHG�WKH�RULJLQDO�SR"�
SXODWLRQ�E\�DERXW�WKUHH�WR�RQH����� 0DQ\�RI�WKH�SHUPDQHQW�
UHVLGHQWV�RI�*D]D� ORVW�WKHLU�OLYHOLKRRGV�ZKHQ�WKH�DUPLVWLFH�
OLQH�VHSDUDWHG�WKHP�IURP�WKHLU�IDUPV��WKH�QDUURZ�6WULS�GLG�
QRW�KDYH�DQ\ZKHUH�QHDU�HQRXJK�ODQG�RU�RWKHU�UHVRXUFHV�WR�
VXSSRUW�LWV�VZROOHQ�SRSXODWLRQ�� 7KURXJKRXW�WKH�SHULRG�RI�
(J\SWLDQ�DGPLQLVWUDWLRQ�WKH����� VTXDUH�PLOHV�RI�WKH�*D]D�
6WULS�ZHUH�FUDPPHG�ZLWK�KXPDQ�PLVHU\�DQG�SRYHUW\��ZKHQ�
WKH�,VUDHOLV�RYHUUDQ�LW�LQ������ PRUH�WKDQ�KDOI�RI�LWV�RYHU�DEXQ"�
GDQW�SRSXODWLRQ� ZDV�SDFNHG� LQWR�815:$
V� UHIXJHH�FDPSV��
,Q������� �������� UHJLVWHUHG�UHIXJHHV�ZHUH�OLYLQJ�LQ�*D]D��
�������� RI�WKHP�LQ�WKH�FDPSV����� 7KH�,VUDHOL�JRYHUQPHQW�
KDV�LQGLFDWHG�WKDW�LW�GRHV�QRW�LQWHQG�WR�ZLWKGUDZ�IURP�*D]D��

,Q�WKH�:HVW�%DQN��RQH�VHQVHV�WKH�ORQJ�DUPV�RI�WKH�RFFXSDWLRQ�
UHDFKLQJ�LQWR�WKH�IXWXUH�WR�FUHDWH�SUHFRQGLWLRQV�RI�DQ�LPSHU"�
LDOLVW�SHDFH� LQ�WKH�DUHD�E\�NHHSLQJ�RSHQ�WKH�EULGJHV�WR�WKH�
PDUNHWV�RI�WKH�$UDE�(DVW�� ,Q�*D]D� WKH�KDQG�RI�WKH�PLOLWDU\�
JRYHUQPHQW�LV�RQ�WKH�UHIXJHH�FDPSV��WU\LQJ�WR�UHPROG�WKHLU�
LQKDELWDQWV�LQWR�VRPH�VKDSH�WKDW�FDQ�EH�DQQRXQFHG� DV�D�
�VROXWLRQ�� WR�WKH�UHIXJHH�SUREOHP��DQG�WKDW�ZLOO�DFWXDOO\�EH�
D�SHUPDQHQW�VROXWLRQ�WR�WKH�,VUDHOL�TXHVW� IRU�FKHDS� ODERU��

(DUO\�LQ�������0RVKH�'D\DQ� VDLG�RI�WKH�UHIXJHHV�RI�*D]D��
�:LWKLQ�WZR�RU�WKUHH�\HDUV��LI�ZH�KDYH�WKH�QHHGHG� DPRXQWV�
RI�PRQH\��ZH�FDQ�FKDQJH�WKHLU�VWDWXV�LQ�UHDOLW\�HYHQ�LI�WKH\�
JR�RQ�FDOOLQJ�WKHPVHOYHV�UHIXJHHV�DQG�H[SUHVVLQJ�WKHLU�FODLPV��
:LWKLQ�WZR�RU�WKUHH�\HDUV��WKH\�ZLOO�OLYH�D�QRUPDO�OLIH�LQ�QHZ�

,VUDHOL�VROGLHU�LQ�WKH�*D]D� 6WULS�

���

This content downloaded  on Sat, 26 Jan 2013 00:56:45 AM
All use subject to JSTOR Terms and Conditions

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


WRZQV��LQ�DSDUWPHQWV�ZLWK�ZDWHU�LQ�WKH�IDXFHWV��HGXFDWLRQ�
DQG�VHUYLFHV�IRU�WKH�FKLOGUHQ������ 7KH�HFRQRPLF� EDVLV�
RI�WKH�QHZ�OLIH�'D\DQ� HQYLVLRQV�IRU�WKH�UHIXJHHV�LV�HQWU\�LQWR�
WKH�,VUDHOL�SUROHWDULDW��

/DERU�

,VUDHOL�VWDWLVWLFV�LQGLFDWH�WKDW�GXULQJ�WKH�RFFXSDWLRQ� *D]D
V�
SHU�FDSLWD�JURVV�SURGXFW��SULYDWH�GLVSRVDEOH� LQFRPH�DQG�
SULYDWH�FRQVXPSWLRQ� KDYH�EHHQ�ULVLQJ�VWHDGLO\��

*$=$�
)LJXUHV�LQ�,/�SHU�FDSLWD����

<HDU� *URVV� 3ULYDWH�GLV�� 3ULYDWH�
SURGXFW� SRVDEOH� LQ�� FRQVXPSWLRQ�

FRPH�
����� ���� ���� ����
����� ���� ���� ����
����� ���� ���� ����

%\�WKH�EHJLQQLQJ�RI�������WKH�VWDQGDUG�RI�OLYLQJ�LQ�*D]D� ZDV�
UHSRUWHG�WR�KDYH�ULVHQ����� LQ�WKH�ODVW�IRXU�\HDUV������ 7KLV�LV�
D�FRQVLGHUDEOH� LQFUHDVH�HYHQ�LQ�YLHZ�RI�D�FRQVXPHU�SULFH�LQGH[�
ZKLFK�URVH�IURP������� LQ������ WR������� LQ�-DQXDU\�WR�2FWR"�
EHU����������

0XFK�RI�WKLV�LQFUHDVH�LV�DWWULEXWDEOH�WR�D�UDSLG�ULVH�LQ�HP"�
SOR\PHQW�RI�SHUVRQV�OLYLQJ�LQ�*D]D��

3$57,&,3$7,21� 2)� 0$/(6� ,1�*$=$� ,1�7+(�
/$%25� )25&(� $1'� 5$7(� 2)� (03/2<0(17A
�

3HULRG� 1XPEHU�SDUWLFLSDWLQJ� 5DWH�RI�HPSOR\��
LQ�ODERU�IRUFH� PHQW�

$XJ��'HF�� ����� ������� ������
����� DYHUDJH� ������� ������
����� DYHUDJH� ������� ������
-DQ��-XQH������ ������� ������

0RVW�RI�WKLV�LQFUHDVH�LQ�HPSOR\PHQW�LV�LQ�WXUQ�FDXVHG� E\�
HPSOR\PHQW�LQ�,VUDHO�� DSSUR[LPDWHO\�����RI�WKH�LQFUHDVH�
LQ�HPSOR\PHQW�DPRQJ�PHQ�IURP�*D]D� EHWZHHQ� ����� DQG�

������ IRU�H[DPSOH�� LV�PDGH�XS�RI�WKRVH�ZRUNLQJ�LQ�,VUDHO��
7KLV�LV�LQGLFDWHG� LQ�WKH�IROORZLQJ�WDEOH��

*$=$� :25.(56� (03/2<('� ,1�,65$(/A�

3HULRG� 1XPEHU�HPSOR\HG�
6HSWHPEHU� ����� ����
6HSWHPEHU� ����� ������
6HSWHPEHU� ����� ������
6HSWHPEHU� ����� ������

,Q�HDUO\������ WKH�IRUPHU�PD\RU�RI�*D]D�� 5DVKDG� 6KDZD��
HVWLPDWHG�WKDW�������� *D]DQV� ZHUH�ZRUNLQJ�LQ�,VUDHO�����
,I�KLV�HVWLPDWH�LV�DFFXUDWH��DERXW�KDOI�WKH�HPSOR\HG�PHQ�RI�
*D]D� DUH�ZRUNLQJ�LQ�,VUDHO��

,Q�WKH�FRPLQJ�\HDUV�WKH�RFFXSDWLRQ� DXWKRULWLHV�DSSDUHQWO\�
SODQ�WR�LQFUHDVH�HPSOR\PHQW�RI�*D]DQV� LQ�,VUDHO�VWLOO�IXUWKHU��
7KH�,VUDHOL�SDSHU�'DYDU� UHSRUWHG�WKDW�

7KH�PLOLWDU\�DXWKRULWLHV�KDYH�SUHSDUHG�GHWDLOHG�
SODQV�IRU�WKH�*D]D� VWULS�XS�WR�WKH�\HDU�������
$OORZLQJ�IRU�HPLJUDWLRQ��ZKLFK�LV�H[SHFWHG� WR�
EH�VPDOO��WKH�ODERU�IRUFH�LQ������ LV�HVWLPDWHG�DW�
�������� PDOHV��������� IHPDOHV�DQG��������


��3DUWLFLSDWLRQ� LQ�WKH�ODERU�IRUFH�� LQFOXGHV�ERWK�WKRVH�ZKR�
DUH�DFWLYHO\�VHHNLQJ�ZRUN�DQG�WKRVH�ZKR�DUH�DFWXDOO\�HPSOR\"�
HG�� �5DWH� RI�HPSOR\PHQW�� LV�WKH�SHUFHQWDJH�RI�WKRVH�SDU"�
WLFLSDWLQJ�LQ�WKH�ODERU�IRUFH�ZKR�DUH�DFWXDOO\�HPSOR\HG��

EHGXLQ� �VH[�XQVSHFLILHG��� 2I�WKHVH��DFFRUGLQJ�WR�
WKH�VWDII�RIILFHU�LQ�FKDUJH�RI�VWDWLVWLFV��=YD�*DQRW��
DW�OHDVW�������� 
ZLOO�EH�GLUHFWHG�WR�ZRUN�LQ�,VUDHO�
����

7KH�ULVH�LQ�HPSOR\PHQW�LQ�WKH�*D]D� 6WULS��DQG�WKH�ULVH�LQ�WKH�
VWDQGDUG�RI�OLYLQJ�ZKLFK�LV�ODUJHO\�FRQVHTXHQW� XSRQ� LW��KDYH�
UHLQIRUFHG�WKH�YLHZ�RI�WKH�RFFXSDWLRQ� DXWKRULWLHV�WKDW�WKH�
UHIXJHH�SUREOHP�FDQ�EH�VROYHG�LQ�JUHDW�SDUW�E\�GUDZLQJ�UH"�
IXJHHV�DQG�UHVLGHQWV�RI�*D]D� LQWR�WKH�,VUDHOL�SUROHWDULDW�� 7KH�
,VUDHOLV�FDQ�SRLQW�WR�WKH�IDFW�WKDW�ZRUNHUV�IURP�*D]D� KDYH�
EHHQ� DWWUDFWHG�WR�ZRUN�LQ�,VUDHO�GHVSLWH�WKH�IDFW�WKDW�WKH�
IHGD\HHQ�PDGH�DUPHG�DWWDFNV�RQ�PHQ�JRLQJ�WR�MREV� LQ�,VUDHO�
LQ�DQ�DWWHPSW�WR�VWRS�WKH�SUDFWLFH�� $QG��WKH�,VUDHOLV�DUJXH��
ZDJHV�IRU�D�*D]DQ� ZRUNLQJ� LQ�,VUDHO�DUH������KLJKHU�WKDQ�
LQ�*D]D����� 7KH� ,/����PLOOLRQ�LQ�ZDJHV�ZKLFK�*D]DQV�
HDUQHG�LQ�,VUDHO�LQ������ DFFRXQWHG� IRU�����RI�*D]D
V� JURVV�
SURGXFW�LQ���������� %\�ILVFDO�������ZDJHV�IURP�MREV� LQ�
,VUDHO�KDG�ULVHQ�QHDUO\������� DQG� ZRUNHUV�IURP�*D]D� HDUQHG�
,/� ����PLOOLRQ�LQ�,VUDHO��
�

+RZHYHU��LQ�WKH�FRXUVH�RI�WU\LQJ�WR� �VROYH�� WKH�ROG�SUREOHPV�
LQ�WKHLU�UHODWLRQV�ZLWK�WKH�SHRSOH� RI�*D]D� ��WKHLU�UHIXJHH�VWD"�
WXV�DQG�WKH�GHVWLWXWLRQ�RI�XQHPSOR\PHQW� ���E\�RIIHULQJ�D�VROX"�
WLRQ�YHU\�PXFK�LQ�WKH�LQWHUHVWV�RI�,VUDHOL�HPSOR\HUV��WKH�,VUDHOL�
JRYHUQPHQW�LV�LQ�IDFW�FUHDWLQJ�QHZ�FRQWUDGLFWLRQV�� $�PDQ�
IURP�*D]D� ZRUNLQJ�LQ�,VUDHO�NQRZV�WKDW�KH�LV�WUHDWHG�PXFK�
ZRUVH�WKDQ�DQ�,VUDHOL�ZRUNHU��WKDW�KH�VWLOO�GRHV�QRW�HDUQ�HQRXJK�
WR�VXSSRUW�KLV�IDPLO\�RQ�D�UHDVRQDEOH� VWDQGDUG��DQG�WKDW�WKH�
FRQGLWLRQV� LQ�ZKLFK�KH�PXVW�ZRUN�DUH�LQKXPDQ��

�,Q�7HO�$YLY�GXULQJ�WKH�SDVW�ILYH�\HDUV�$UDEV� >ZRUNHUV@� KDYH�
EHHQ�VOHHSLQJ�LQ�WKH�JXWWHUV���ZK\�HYDGH�WKLV"��0RVKH�'D\DQ�
KDV�DGPLWWHG����� 7KRXVDQGV� RI�ZRUNHUV�IURP�*D]D� VWD\�
RYHUQLJKW�LQ�,VUDHO� �LOOHJDOO\��RIWHQ�EHFDXVH� WUDQVSRUWDWLRQ�
FRVWV�DQG�WLPH�WR�WKHLU�KRPH� DUH�SURKLELWLYH�� 7KH�SROLFH� DQG�
PLOLWDU\�JRYHUQPHQW�ZHUH�LQVWUXFWHG�WR�WDNH�ILUP�PHDVXUHV�
DJDLQVW�3DOHVWLQLDQ�$UDE� �ZRUNHUV�IURP�WKH�WHUULWRULHV�>ZKR@�
VOHHS�RYHUQLJKW�QHDU�WKHLU�SODFH� RI�ZRUN�LQ�FHOODUV�RI�EXLOG"�
LQJV�XQGHU�FRQVWUXFWLRQ��LQ�WKH�NLWFKHQV�RI�UHVWDXUDQWV��LQ�
RUFKDUGV�DQG�RWKHU�DJULFXOWXUDO�DUHDV������ 7KHUH�KDYH�EHHQ�
UHSRUWV�LQ�WKH�,VUDHOL�SUHVV�RI��HQWLUH�IDPLOLHV�>IURP�*D]D@�
LQFOXGLQJ�FKLOGUHQ�DQG�WRGGOHUV�VOHHSLQJ�RYHUQLJKW�LQ�WKH�
FKLFNHQ�KRXVHV�RI�-HZLVK�IDUPHUV������

$Q�,VUDHOL�QHZVSDSHU�GHVFULEHG�WKH�FDVH�RI�RQH�ZRUNHU�IURP�
*D]D�ZKR� VWD\V�LOOHJDOO\�RQ�WKH�PRVKDY�ZKHUH�KH�ZRUNV��

)D\LN�+DPDG� 'DOL]�� D�WKLQ�\RXQJ�PDQ�RI�VOLJKW�EXLOG��
DW�PRVW����\HDUV�ROG�� LV�D�ZRUNHU�ZKR�FDUHV�IRU�WZR�
IDUPV�ZKRVH�RZQHUV�GR�QRW�ZRUN�WKHP�DW�DOO�� )D\LN�
LV�WKH�IDWKHU�RI�D�WKUHH�\HDU�ROG�GDXJKWHU�DQG�MD�\HDU�
DQG�D�KDOI�ROG�VRQ�� +H�ZHDUV�D�JULP�VPLOH�DQG�VSHDNV�
IDLU�+HEUHZ�� +H�H[SODLQV�� 
0\�IDWKHU�LV�GHDG�� DQG�
WKHUH�LV�P\�PRWKHU�DQG�ILYH�VLVWHUV��XQPDUULHG�JLUOV��
DQG�IRXU�EURWKHUV�VWLOO�FKLOGUHQ�� ,�DP�WKH�ROGHVW�� ,�
JLYH�WKHP�PRQH\��FORWKHV�� 0\�ZRUN�LV�QRW�IRU�PH��
LW�LV�IRU�WKHP�� :H�DUH�RQH�KRPH��P\�ZLIH��P\�PRWKHU�
DQG�VLVWHUV��HYHU\RQH�WRJHWKHU��������
,�ZRUN�SHUKDSV�VL[WHHQ�KRXUV��IURP�IRXU�LQ�WKH�PRUQ"�
LQJ�XQWLO�WHQ�DW�QLJKW��$W�ILUVW�ZH�ZHUH�WKUHH�PHQ��
DIWHUZDUGV�WZR�� 1RZ�WKH�RZQHU�GRHVQ
W�ZDQW�WKLV��
,�GR� DOO�WKH�ZRUN�P\VHOI�� )RU�WZR�\HDUV�,�ZRUNHG�
IRU�,/� ���D�GD\��EXW�WKHUH�ZDV�RQH�RWKHU�ZRUNHU��
8QWLO�D�PRQWK�DJR� ,�UHFHLYHG�,/�����QRZ� ,/�����
)RXUWHHQ�SHRSOH� KDYH�WR�EH�IHG�DQG�FORWKHG�RQ�
WKLV�
�


�%XW�WKH\�VSHQW�,/����PLOOLRQ��RU�RQH�WKLUG�RI�WKHLU�ZDJHV�
LQ�,VUDHO��RQ�IRRG�DQG�SHUKDSV�D�URRP��WD[HV�DQG�RWKHU�
H[SHQVHV� DQG�SXUFKDVHV�� ����
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)D\LN�OLYHV�LQ�DQ�ROG�FKLFNHQ�KRXVH�ZLWK�D�FUDFNHG�
FHPHQW�IORRU��KRW�WLQ�ZDOOV�� 2Q�D�QDUURZ�EHG�FRYHU"�
HG�ZLWK�D�WKUHDGEDUH�PDWWUHVV�OLHV�D�SLOH�RI�GLUW\�
FORWKHV�� %HVLGH�WKH�EHG� LV�D�WUXQN�XSRQ�ZKLFK�LV�D�
WUD\�ZLWK�WKH�UHPDLQV�RI�D�PHDO��DQG�QHDU�LW��D�SDLU�
RI�ZRUN�ERRWV���A��

/LNH�ZRUNHUV�IURP�WKH�:HVW�%DQN��ZRUNHUV�IURP�*D]D� DUH�
HPSOR\HG� LQ�WKH�ORZHVW�SD\LQJ�XQVNLOOHG�DQG�VHPL�VNLOOHG�

MREV� LQ�,VUDHO�� 7KH�ZRUNHUV�IURP�*D]D� DUH�OHVV�DSW�WR�EH�HP"�

SOR\HG�LQ�FRQVWUXFWLRQ��EHFDXVH� WKH\�DUH�IDUWKHU�DZD\�IURP�
-HUXVDOHP�ZKHUH�QHZ�FRQVWUXFWLRQ�LV�FRQFHQWUDWHG��DQG�PXFK�
PRUH�OLNHO\�WR�EH�HPSOR\HG� LQ�,VUDHOL�DJULFXOWXUH�����SHUFHQW�
RI�*D]DQV�ZRUNLQJ�LQ�,VUDHO�DUH�HPSOR\HG� LQ�DJULFXOWXUH��DV�
RSSRVHG� WR� ���SHUFHQW�RI�WKH�:HVW�%DQNHUV�
�

(03/2<0(17� 2)� *$=$1� :25.(56� ,1������
%<� (&2120,&� 6(&725� ,���

6HFWRU� 3HUFHQW�
&RQVWUXFWLRQ� ���
$JULFXOWXUH� ���
,QGXVWU\� ��
6HUYLFHV� ��

7KH� ,VUDHOL�JRYHUQPHQW�KDV�YRFDWLRQDO� WUDLQLQJ�FHQWHUV�LQ�
*D]D� DV�LW�KDV�RQ�WKH�:HVW�%DQN�� 7KH�RFFXSDWLRQ� DXWKRULWLHV�

IUDQNO\�DGPLW�WKDW�WKHVH�VFKRROV� DUH�GHVLJQHG�WR�SURGXFH�
WKH�ZRUNHUV�WKDW�WKH�,VUDHOL�ODERU�PDUNHW�QHHGV�O��� 7ZR� RI�
WKH�FHQWHUV�DUH�LQ�WKH�FLW\�RI�*D]D�� DQG�RQH�HDFK�LQ�'LU�(O�
%DODP� DQG�.KDQ�<XQLV�� 7KH�QXPEHU�RI�VWXGHQWV�HQWHULQJ�
WKH�FRXUVHV�KDV�EHHQ�ULVLQJ�\HDUO\��

180%(56� 2)� 678'(176� (17(5,1*� ,65$(/,��
23(5$7('� 92&$7,21$/� 75$,1,1*� &(17(56�

,1�*$=$�� %<� <($5� $1'� &2856(56�
&RXUVH� ����� ����� �����
,QGXVWU\� ���� ���� ����
&RQVWUXFWLRQ� ���� ������ ������
727$/� ���� ������ ������

7KH�,VUDHOL�JRYHUQPHQW�LV�SODQQLQJ�WR�RSHQ� DQRWKHU�WKUHH�
WUDLQLQJ�FHQWHUV�IRU�WKH�EXLOGLQJ�WUDGHV�� ,Q������ DORQH� ,VUDHO�
VSHQW�,/� ���������� RQ�YRFDWLRQDO� WUDLQLQJ�LQ�*D]D� DQG�6LQDL�,���

7KH�TXDOLW\�RI�WUDLQLQJ�DYDLODEOH�XQGHU�,VUDHOL�DXVSLFHV� LQ�*D]D��
DV�LQ�WKH�:HVW�%DQN��LV�ORZ�� $�UHYHDOLQJ�FRPSDULVRQ� FDQ�EH�
PDGH�EHWZHHQ�WKH�,VUDHOL�JRYHUQPHQW
V�YRFDWLRQDO� WUDLQLQJ�
VFKRROV� DQG�815:$
V� *D]D� 9RFDWLRQDO� 6FKRRO� ZKLFK�KDV�
EHHQ�SURGXFLQJ�ZRUNHUV�VNLOOHG�LQ�YDULRXV�WUDGHV�VLQFH�WKH�
����V�� %RWK�WKH�,VUDHOL�DQG�815:$� FODVVHV�DUH�HOHPHQWV�RI�


� 7KH�WHQGHQF\�RI�*D]D�ZRUNHUV�WR�EH�HPSOR\HG� LQ�DJULFXO"�
WXUH�LQ�,VUDHO�DQG�WKH�RIILFLDO�HQFRXUDJHPHQW�RI�FLWULFXOWXUH�
LQ�*D]D� KDV�FDXVHG� D�VKLIW�LQ�WKH�SHUFHQWDJHV�RI�*D]DQV� HP"�
SOR\HG�LQ�YDULRXV�VHFWRUV�RI�WKH�HFRQRP\�WRZDUG�DJULFXOWXUH��
FRQWUDU\�WR�WKH�SDWWHUQ�RQ�WKH�:HVW�%DQN�ZKHUH�WKH�RFFXSD"�
WLRQ�KDV�FDXVHG� D�VKLIW�LQ�HPSOR\PHQW�DZD\�IURP�DJULFXOWXUH��

(03/2<0(17� 2)� *$=$1� :25.(56�
%<� (&2120,&� 6(&725� �������

6HFWRU� EHIRUH�-XQH���

6HFWRU� EHIRUH�-XQH������ ����� �����
$JULFXOWXUH� ��� ��� ���
,QGXVWU\� ��� ��� ���
&RQVWUXFWLRQ� �� ��� ���
6HUYLFHV��WUDGH�DQG�LQGXVWU\� ��� ��� ���
727$/� ���� ���� ����

SODQV�WR�OLTXLGDWH� WKH�UHIXJHH�SUREOHP��DQG�E\�H[WHQVLRQ�WKH�
TXHVWLRQ� RI�3DOHVWLQLDQ�QDWLRQDO� ULJKWV���815:$
V� SURJUDPV�
KDYH�ORQJ�EHHQ�FULWLFL]HG�E\�3DOHVWLQLDQ�$UDE�QDWLRQDOLVWV�DV�
HIIRUWV�WR�SDFLI\�DQG�UHVHWWOH�WKH�3DOHVWLQLDQ�SHRSOH��� %XW�
ZKLOH�WKH�,VUDHOL�JRYHUQPHQW
V�SODQ�LV�WR�LPSRUW�ZRUNHUV�
IURP�WKH�UHIXJHH�FDPSV�IRU�XQVNLOOHG�RU�VHPL�VNLOOHG�MREV� RQ�
WKH�ORZHVW�OHYHO�RI�WKH�,VUDHOL�SUROHWDULDW��WKH�815:$� SUR"�
JUDP�LV�WR�H[SRUW�ZHOO�WUDLQHG�WHFKQLFDO�DQG�SURIHVVLRQDO�
ZRUNHUV�IURP�WKH�UHIXJHH�FDPSV�WR�YDULRXV�$UDE�FRXQWULHV��
RU�HYHQ�WR�(XURSH�� 7KH�H[SRUWHG�ZRUNHUV�WKHQ�VHQG�PRQH\�
EDFN�WR�WKHLU�IDPLOLHV�OLYLQJ�LQ�RU�QHDU�WKH�UHIXJHH�FDPSV��RU�
EULQJ�WKHLU�IDPLOLHV�WR�WKH�FRXQWU\�LQ�ZKLFK�WKH\�DUH�ZRUNLQJ��

6R�WKH�815:$� VFKRRO� FRXUVHV�DUH�GHVLJQHG�WR�WHDFK� D�PXFK�
KLJKHU�OHYHO�RI�VNLOO�WKDQ�WKH�,VUDHOLV
�FRXUVHV��WKH�815:$�
FRXUVH�ODVWV����PRQWKV�DV�RSSRVHG� WR�WKH�,VUDHOLV
� FRXUVH�RI�
WKUHH�WR�VL[�PRQWKV�LQ�FRQVWUXFWLRQ�DQG�D�\HDU�LQ�RWKHU�
ILHOGV�� $Q�$UDE�WHDFKHU�LQ�WKH�815:$� IDFLOLW\�FRPPHQWHG�
WKDW�WKH�,VUDHOL�FRXUVHV�WHDFK�SDUWLFLSDQWV��RQO\�KRZ�WR�WHOO�
WKH�GLIIHUHQFH�EHWZHHQ� D�KDPPHU�DQG�D�VDZ�� :KHQ�WKH\�ILQ"�
LVK�WKH�FRXUVH�WKH\�DUH�DW�PRVW�VHPL�VNLOOHG��� FHUWDLQO\�\RX�
FRXOG�QRW�VD\�WKDW�WKH\�DUH�VNLOOHG�ZRUNHUV�� 7KH\�DUH�WDXJKW�
MXVW�HQRXJK�WR�ZRUN�XQGHU�DQ�,VUDHOL�IRUHPDQ��� %HFDXVH� WKH�
,VUDHOL�V\VWHP�GHSHQGV� RQ�KDYLQJ�D�VNLOOHG�,VUDHOL�ZRUNHU�DV�
WKH�ERVV�RI�XQVNLOOHG�$UDE�ZRUNHUV��WKH�JUDGXDWHV�RI�WKH�
815:$� VFKRRO� DUH�XQDEOH�WR�ILQG�MREV� LQ�,VUDHO�FRPPHQ"�
VXUDWH�ZLWK�WKH�VNLOOV�WKH\�KDYH�EHHQ�WDXJKW��GHVSLWH�WKH�ERRQ�
LQ�WKH�,VUDHOL�HFRQRP\� LQ�JHQHUDO�DQG�FRQVWUXFWLRQ�LQ�SDUWL"�
FXODU�� %HIRUH�WKH������ZDU��D�PHPEHU�RI�WKH�815:$� *D]D�
9RFDWLRQDO� 6FKRRO� VWDII�HVWLPDWHG����� SHUFHQW�RI�WKH�VFKRRO
V�
JUDGXDWHV�IRXQG�MREV� DSSURSULDWH�WR�WKHLU�OHYHO�RI�WUDLQLQJ�
PRVWO\�LQ�(J\SW�� 1RZ�WKH�VWDII�IHDUV�VHULRXV�SUREOHPV�RI�XQ"�
HPSOR\PHQW�IRU�WKHLU�JUDGXDWHV�VLQFH�WKH\�FDQQRW�FRPH� DQG�
JR�IUHHO\�WR�(J\SW�DQG�WKH\�DUH�GHQLHG�KLJKO\�VNLOOHG�ZRUN�
LQ�,VUDHO�EHFDXVH� WKH\�DUH�$UDEV������

7KH�86�JRYHUQPHQW�LV�SOD\LQJ�D�VLJQLILFDQW�UROH�LQ�WKH�,VUDHOL�
YRFDWLRQDO� WUDLQLQJ�SURJUDP�DQG�LQ�RWKHU�HIIRUWV�RI�WKH�PLOL"�
WDU\�JRYHUQPHQW�WR�UHVKDSH�WKH�ODERU�IRUFH�RI�WKH�RFFXSLHG�
WHUULWRULHV�DQG�UHRULHQW�LW�WR�,VUDHO�� 6WXGHQWV�LQ�WKH�,VUDHOL�
YRFDWLRQDO� FRXUVHV�LQ�*D]D� DQG�WKH�:HVW�%DQN�UHFHLYH�D�PRQ��

5HIXJHHV�FOHDU�WKH�UXEEOH�RI�KRPHV�WRUQ�GRZQ�WR�PDNH
�ZD\�IRU�QHZ�URDGV�
*D]D�6WULS�
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WKO\�DOORWPHQW�RI�VXUSOXV�$PHULFDQ�IRRG�WKURXJK�&$5(�� ,QF���
LQ�DGGLWLRQ�WR�WKHLU�GDLO\�VWLSHQG�IURP�WKH�,VUDHOL�JRYHUQPHQW������

7KH�VL]H�RI�WKH�&$5(� SDFNDJH�YDULHV�ZLWK�WKH�QXPEHU�LQ�WKH�
WUDLQHH
V�IDPLO\��0RUHRYHU��VRPH�RI�WKH�,VUDHOL�YRFDWLRQDO�

WUDLQLQJ�FHQWHUV�LQ�*D]D� DUH�DOVR�VXEVLGL]HG�ZLWK�GRQDWLRQV�
RI�HTXLSPHQW�IURP�&$5(��

7KH�GLVWULEXWLRQ�RI�IRRG�WR�YRFDWLRQDO� VWXGHQWV�LQ�FRXUVHV�

RSHUDWHG�E\�WKH�RFFXSDWLRQ� JRYHUQPHQW�LV�D�IDFHW�RI�&$5(
V�
�IRRG�IRU�ZRUN��SURJUDP��8QGHU�3�/�� ����� WKH�86�JRYHUQ"�
PHQW�GRQDWHV� VXUSOXV�IRRG�WR�&$5(�� ,QF���D�FRQVRUWLXP�RI�
$PHULFDQ�RUJDQL]DWLRQV�UXQQLQJ�WKH�JDPXW�IURP�WKH�$)/��
&,2� WR�UHKJLRXVO\�DIILOLDWHG�UHOLHI�JURXSV�� &$5(� WKHQ�GLVWUL"�
EXWHV�WKH�IRRG�LQ�WKH�RFFXSLHG� DUHDV�LQ�DFFRUGDQFH� ZLWK�D�

SODQ�ZRUNHG�RXW�ZLWK�WKH�,VUDHOL�0LQLVWULHV�RI�6RFLDO� :HOIDUH�
DQG�RI�/DERU�� DQG�DSSURYHG�E\�WKH�)RRG� IRU�3HDFH� RIILFHU�
DW�WKH�86� (PEDVV\�LQ�,VUDHO�L��� ,Q�*D]D� DQG�1RUWKHUQ�6LQDL�
UDWLRQV�IRU�������� SHUVRQV��������� RI�WKHP�ZRUNHUV�DQG�WKH�
UHVW�GHSHQGHQWV�� DUH�GLVWULEXWHG�XQGHU�&$5(
V� �IRRG�IRU��
ZRUN�� SURJUDP�� �)RRG�IRU�ZRUN�DOVR�RSHUDWHV�RQ�WKH�:HVW�
%DQN�� ,Q�ILVFDO������� &$5(� SURSRVHG� WR�GLVWULEXWH�UDWLRQV�
WR�������� ZRUNHUV�DQG�GHSHQGHQWV�RQ�WKH�:HVW�%DQN��LQ"�

FOXGLQJ�SHUVRQV�LQ�YRFDWLRQDO� WUDLQLQJ�VSRQVRUHG�E\�,VUDHO�
DQG�WKHLU�IDPLOLHV�������

,Q�*D]D� �IRRG�IRU�ZRUN��LV�DOVR�GLVWULEXWHG�WR�D�PD[LPXP�
RI�������� ZRUNHUV�DQG�WKHLU�IDPLOLHV�ZKR�GR�QRW�OLYH�LQ�UH"�

IXJHH�FDPSV�� 7KH�ZRUNHUV�DUH�HPSOR\HG�E\�WKH�'HSDUWPHQW�
RI�3XEOLF�:RUNV�RQ�SURMHFWV�DSSURYHG�E\�WKH�PLOLWDU\�JRY"�
HUQPHQW�� 6RPH�RI�WKHVH�SURMHFWV�LQFOXGH� �ZLGHQLQJ�DQG� UH"�

SDLULQJ�WKH�URDGV������ D�UXEULF�RIWHQ�XVHG� DV�D�HXSKHPLVP�
IRU�WKH�GHPROLWLRQ�RI�UHIXJHHV
�VKHOWHUV�DQG�WKH�WOLLQQLQJ�RXW�
RI�WKH�FDPS�SRSXODWLRQV� IRU�FRXQWHU�LQVXUJHQF\�SXUSRVHV��

+DOI�RI�WKH�YDOXH�RI�WKH�&$5(� SDFNDJH� LV�GHGXFWHG� IURP�WKH�
ZRUNHU
V�SD\����� WKXV�WKURXJK�WKH��IRRG�IRU�ZRUN�� SUR"�
JUDP�WKH�86� JRYHUQPHQW�LV�LQGLUHFWO\�VXEVLGL]LQJ�WKH�HP"�
SOR\PHQW�RI�3DOHVWLQLDQ�ZRUNHUV�E\�WKH�PLOLWDU\�RFFXSDWLRQ�
JRYHUQPHQW��DQG�DVVLVWLQJ�WKH�,VUDHOLV�LQ�WKHLU�SODQV�WR�UH"�
VWUXFWXUH�WKH�ODERU�IRUFH�RI�*D]D�� 8QGHU�WKH��IRRG�IRU�ZRUN��
SURJUDP�&$5(� DOVR�GLVWULEXWHV�UDWLRQV�WR�ZRPHQ� HPSOR\HG�
LQ�VHZLQJ�FRRSHUDWLYHV�� VRPH�RI�ZKLFK�DUH�SURMHFWV�RI�WKH�,V"�
UDHOL�0LQLVWU\�RI�6RFLDO� :HOIDUH�GHVLJQHG�WR�UHPRYH�FOLHQWV�
IURP�WKH�ZHOIDUH�UROOV�� 2QH�FRRSHUDWLYH� LV�FRQWUDFWHG�WR�PDNH�
EOXHMHDQV� IRU�VDOH�LQ�,VUDHO��

7KH�UHPDLQLQJ�UDWLRQV�DUH�GLYLGHG�DPRQJ�������� %HGXLQ�LQ�
WKH�6LQDL�IRU�ZRUNLQJ�RQ�ZDWHU�VXSSOLHV�DQG�URDGV�� 6RPH� RI�
WKLV�ZRUN�KDV�GLUHFW�EHQHILWV�IRU�WKH�PLOLWDU\�RFFXSDWLRQ��
,UHQH�%HHVRQ� UHSRUWHG�IURP�WKH�6LQDL�WKDW�

)URP�WLPH�WR�WLPH�RQH�FRPHV� DFURVV�JURXSV�RI�(J\SW"�
LDQV�DUPHG�ZLWK�EURRPV�DQG�VSDGHV��VZHHSLQJ�DQG�
VKRYHOLQJ�LQ�D�GHVXOWRU\�VRUW�RI�ZD\��NHHSLQJ�WKH�
URDG�FOHDU�RI�VDQG��VWRQHV��QDLOV�DQG�PRUH�OHWKDO�RE"�
MHFWV�� 
7KH\�DUH�EHQHILFLDULHV�RI�D�&$5(� VFKHPH�
� D�
ORFDO� LQKDELWDQW�H[SODLQHG�� 
D�ZRUN�IRU�IRRG�SURMHFW�
VWDUWHG�VLQFH�WKH�ZDU�� ,WV�REMHFW� LV�WR�JLYH�ZRUN�UDWKHU�
WKDQ�FKDULW\�WR�XQHPSOR\HG� DQG�UHIXJHH�PHQ��

OW�NHHSV�WKH�PHQ�EXV\�
�KH�ZHQW�RQ��
DQG�WKH�URDG�
FOHDU�IRU�WKH�,VUDHOL�DUP\��DQG�FRVWV�RQO\�WKUHH�,VUDHOL�
OLUH�D�GD\�SHU�PDQ�� ,I�DQ�,VUDHOL�YHKLFOH�UXQV�RYHU�D�
PLQH�WKH�PHQ�VZHHSLQJ�WKDW�SDUWLFXODU�VWUHWFK�RI�
URDG�DUH��KHOG�UHVSRQVLEOH�
����

7KH�IRRG�LV�DOVR�XVHG� DV�LQFHQWLYH�IRU�WKH�WULEHV�WR�FRRSHUDWH�
ZLWK�WKH�SODQV�RI�WKH�PLOLWDU\�JRYHUQPHQW�IRU�6LQDL��DQG�D�
&$5(� UHSRUW�QRWHV��A(IIRUWV�DUH�EHLQJ�PDGH�WR�UHZDUG�WKRVH�
WULEHV�WKDW�ZRUN�PRUH�ZLWK�KLJKHU�UDWLRQV��DQG�WKRVH�ZKRVH�
ZRUN�UHFRUGV�DUH�QRW�VR�KRW�JHW�OHVV�UDWLRQV�������
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$JULFXOWXUH�

,VUDHO�LV�HQFRXUDJLQJ�WKH� H[SRUW�RI�*D]D
V� DJULFXOWXUDO�SUR"�
GXFWV�WR�(XURSH�� WKH�KDUG�FXUUHQF\�WKH�H[SRUWV�HDUQ�LQ�

(XURSH� OHVVHQ�,VUDHO
V�EDODQFH� RI�SD\PHQWV�SUREOHP��IRU�ILQ"�

DQFLDOO\�WKH�*D]D� 6WULS�KDV�EHHQ�LQWHJUDWHG�ZLWK�,VUDHO�� %HW"�
ZHHQ� ����� DQG� ����� WKHUH�ZDV�DQ�LQFUHDVH�LQ�IUXLWV�DQG�YHJH"�
WDEOH�VKLSSHG�IURP�*D]D� WR�(XURSH� RI����WRQV�WR� ����WRQV�����
,QFUHDVHV�LQ�SURGXFWLRQ� DGGHG� WR�H[SRUWV�� �7KH� PRVW�RXW"�

VWDQGLQJ�RI�WKHVH�LQFUHDVHV���WKH�RFFXSDWLRQ� DXWKRULWLHV�UH"�

SRUWHG���RFFXUUHG�ZLWK�HJJSODQWV��ZKRVH�\LHOG�LQFUHDVHG�IURP�
���� WRQV�LQ������ WR������� WRQV�LQ������� 7KH�\LHOG�IURP�HJJ"�
SODQWV�JURZQ�XQGHU�SODVWLF�SURWHFWLYH�FRYHUV�LQFUHDVHG�IURP�
����WRQV�LQ������ WR����� WRQV�LQ������� 6WUDZEHUULHV�LQFUHD"�
VHG�IURP�RQO\���WRQV�LQ������ WR�����WRQV�LQ����������� 9H"�

JHWDEOHV�IRU�H[SRUW�ZHUH�EHLQJ�JURZQ�XQGHU�SODVWLF�SURWHFW"�
LYH�FRYHULQJ�E\�D�SDUWQHUVKLS�RI�D�*D]D� ODQGRZQHU� DQG�DQ�,V"�
UDHOL��DQG�E\�DQRWKHU�SDUWQHUVKLS�EHWZHHQ� DQ��,VUDHOL�� $UDE�
DQG�D�*D]D� IDUPHU����� 7KH�YHJHWDEOHV�ZHUH�VROG�LQ�(XURSH�
E\�DQ�,VUDHOL�PDUNHWLQJ�DJHQF\��

$OPRVW�WZR�WKLUGV�RI�WKH�DJULFXOWXUDO�SURGXFWV�RI�*D]D� DUH�
FLWUXV�IUXLW��DQG�WKH�SURGXFWLRQ�� HVSHFLDOO\�IRU�H[SRUW��LV�LQ"�

FUHDVLQJ�� $ERXW� WZR�WKLUGV�RI�WKH�HDUQLQJV�IURP�FLWUXV�LQ�
*D]D� FRPH� IURP�H[SRUWV�WR�(XURSH�� DQG�PRVW�RI�WKH�UH"�
PDLQGHU�IURP�H[SRUW�WR�WKH�:HVW�DQG�(DVW�%DQNV��VRPH�RI�
ZKLFK�LV�WKHQ�UH�H[SRUWHG�WR�RWKHU�$UDE�FRXQWULHV������

*D]D
V� FLWUXV�SURGXFWLRQ� LV�DERXW�RQH�WHQWK�WKDW�RI�,VUDHO������

7KH�FLWUXV�H[SRUWHG�WR�:HVWHUQ�(XURSH� LV�PDUNHWHG�E\�WKH�
,VUDHOL�FHQWUDO�&LWUXV�0DUNHWLQJ�%RDUG�,��� *D]D� IUXLW�LV�SUR"�
YLGLQJ�FRPPHUFLDO�EHQHILWV�WR�WKH�,VUDHOL�FLWUXV�H[SRUW�DV�D�

ZKROH��DV�WKH� ,VUDHOL�([SRUW�DQG�7UDGH�-RXUQDO�VXJJHVWHG�LQ�

UHJDUG�WR�JUDSHIUXLW�LQ�������

7RWDO�H[SRUWV�IRU������ KDYH�H[FHHGHG� VXEVWDQWLDOO\�
DOO�JRDOV�VHW�IRU�LW����� 7ZR� LPSRUWDQW�IDFWRUV�DFFRXQW�
IRU�WKLV�LQFUHDVH���� ��>7KH� VHFRQG� LV�WKDW@� WKH�%RDUG�
UHFHLYHG�DERXW������� WRQV�RI�JUDSHIUXLW�IURP�WKH�
*D]D� 6WULS�LQ�WKH�ODVW�WZR�PRQWKV�RI�WKH�\HDU��ZKLFK�
KHOSHG�HDVH�WKH�VKRUWDJH�� $�KLJKHU�WKDQ�XVXDO�SULFH�
ZDV�SDLG�IRU�WKLV�� 0RVW�RI�WKH�*D]D� IUXLW�ZHQW�WR�
,WDO\��ZKLFK�EX\V�RQO\�JUDSHIUXLW�IURP�,VUDHO�����D�

,QGXVWU\�

,Q�-XO\������ DQ�,VUDHOL�0LQLVWHULDO�&RPPLWWHH�RQ�WKH�RFFX"�

SLHG�DUHDV�GHFLGHG� WR�HVWDEOLVK�DQ�LQGXVWULDO�DQG�WUDGH�FHQWHU�
LQ�WKH�QRUWKHUQ�SDUW�RI�WKH�6WULS������ 7KH�IDFLOLW\�ZDV�EXLOW�
QHDU�WKH�(UH]�EDUULHU��V\PEROLFDOO\�RQ�WKH�ERUGHU�EHWZHHQ�
$UDE�ODERU�DQG�,VUDHOL�FDSLWDO�� %\������ WKHUH�ZHUH� ���EXVL"�
QHVVHV�LQ�WKH�DUHD�HPSOR\LQJ�DERXW� ����ZRUNHUV�DQG�DQRWKHU�
WZR�HQWHUSULVHV�ZHUH�SODQQHG�WR�HPSOR\����RWKHUV������ LQ�
PLG������ WKH�,VUDHOL�SUHVV�UHSRUWHG�WKDW�DOO�RI�WKH�SURSULHW��
HUV�ZHUH�,VUDHOLV�DQG�DOO�WKH�ZRUNHUV�3DOHVWLQLDQ�$UDEV��WKRXJK�
WKH�LQLWLDO�$UDE�HQWUHSUHQHXU��WKH�FRXVLQ�RI�WKH��IRUPHU��
PD\RU�RI�*D]D�� KDG�OHDVHG� WZR�GXQDPV�RQ�ZKLFK�WR�EXLOG�D�

ODXQGU\�� 7KH�LQGXVWULDOLVWV�KDG�UHFHLYHG�ORDQV�RI����WR����

SHUFHQW�RI�WKH�LQYHVWHG�FDSLWDO� IURP�WKH�JRYHUQPHQW�DQG�
�WKH�RZQHUV�RI�WKH�HQWHUSULVHV�DUH�ELJ�FRPSDQLHV� OLNH�.RRU�
DQG�IRUPHU�EDQN�PDQDJHUV�DQG�H[�RIILFHUV�ZKR�VHUYHG�LQ�WKH�
*D]D� 6WULS�DQG�HOVHZKHUH�������

(YHQ�RXWVLGH�WKH�QHZ�LQGXVWULDO�FHQWHU�,VUDHOL�LQYHVWRUV�DUH�

HVWDEOLVKLQJ�LQGHSHQGHQW�EXVLQHVVHV� DQG�SDUWQHUVKLSV�ZLWK�
ORFDO�UHVLGHQWV�� 2QH�RI�WKH�WZR�FLWUXV�SDFNLQJ�KRXVHV� RSHQHG�

LQ�*D]D� VLQFH�WKH������ZDU�LV�RZQHG�E\�DQ�,VUDHOL����� DQG�
,VUDHOL�LQYHVWRUV�HVWDEOLVKHG�D�FRSSHU�LQJRW�SODQW�LQ�*D]D��
XVLQJ�VFUDS�PHWDO�JDWKHUHG�RQ�WKH�EDWWOHILHOGV�RI�6LQDL�E\�
%HGXLD����� $Q�,VUDHOL�EHFDPH� D�SDUWQHU�LQ�D�*D]D�ZKROH"�

VDOLQJ�ILUP��DQG�DQRWKHU�LQ�D�FRPSDQ\� VHOOLQJ�SHVWLFLGHV�DQG�
IHUWLOL]HUV��7ZR�*D]D� EXV�FRPSDQLHV� HQWHUHG�D�MRLQW�YHQ"�
WXUH�ZLWK�(JJHG��WKH�,VUDHOL�EXV�FRPSDQ\��WR�SURYLGH�WUDQV"�

SRUWDWLRQ�WKURXJKRXW�WKH�*D]D� 6WULS�����

,Q�DGGLWLRQ��*D]D� IDFWRULHV�GR� D�FRQVLGHUDEOH� DPRXQW�RI�VXE"�
FRQWUDFWHG�ZRUN�IRU�,VUDHOL�LQGXVWU\��7KH�YDOXH�RI�SODVWLF�
EDJV�VHZQ�LQ�*D]D� IRU�,VUDHOL�EXVLQHVVHV��IRU�H[DPSOH��ZDV�

SXW�DW�,/��������� LQ���������� *D]D� QHHGOHZRUN�SODQWV�ZHUH�
DOVR�VXEFRQWUDFWHG�WR�ILOO�RUGHUV�IRU�,VUDHOL�ILUPV��LQFOXGLQJ�
.LWDQ�'LPRQD�� .DGRRULH�� DQG�6KLKLED�RI�-DIID�����

6,1$,�

7KH�������� VTXDUH�PLOHV�RI�WKH�6LQDL�3HQLQVXOD�ZKLFK�,VUDHO�
VHL]HG�IURP�(J\SW�LQ�WKH�-XQH�:DU�DUH�QHDUO\�WKUHH�WLPHV�
WKH�VL]H�RI�SUH������ ,VUDHO�� 0RVW�RI�WKH�6LQDL�LV�GHVHUW��DQG�
DVLGH�IURP�WKH�SRSXODWLRQ� RI�VRPH�WRZQV�DORQJ�WKH�VHDFRDVWV�
DQG�6XH]� &DQDO��RQO\����������� %HGXLQ�LQKDELW�WKLV�ODQG�

EULGJH�EHWZHHQ� $IULFD�DQG�$VLD��D�WUDGH�URXWH�RI�KLVWRULF�

LPSRUWDQFH�
�

7KH�SROLF\�RI�WKH�,VUDHOL�JRYHUQPHQW�VHHPV�WR�EH� D�VXFFHVV"�
IXO�DWWHPSW�WR�GUDZ�XSRQ�WKH�UHVHUYRLU�RI�ODERU�LQ�*D]AD�EXW�
,VUDHOL�SROLWLFDO�OHDGHUV�DUH�LQ�JHQHUDO�DJUHHPHQW�WKDW�WKH�UH"�
VHUYRLU�LV�ILOOHG�WR�D�GDQJHURXV�OHYHO�� WKH�FRQFHQWUDWLRQ�RI�
�������� UHIXJHHV�LQ�*D]D�ZLWK�D�KLVWRU\�RI�VSLULWHG�UHVLVWDQFH�
FRQVWLWXWHV�DQ�LPSOLFLW�WKUHDW�WR�WKH�,VUDHOL�RFFXSDWLRQ�� &DE"�
LQHW�0LQLVWHU�<LJDO� $OORQ�VXJJHVWHG�WKDW�-RUGDQ
V�.LQJ�+XV"�
VDLQ�EH�UHTXLUHG�WR�UHVHWWOH�WKH�*D]D� UHIXJHHV�RQ�WKH�(DVW�
%DQN�ZLWK�,VUDHOL�DLG��DV�SDUW�RI�D�SHDFH� VHWWOHPHQW����L� %XW�
LW�LV�WKH�FRQFHSW�RI�VHWWOLQJ�VRPH�RI�WKH�*D]D� UHIXJHHV�DURXQG�
(O�$ULVK��D�VPDOO�FLW\�VRXWK�RI�*D]D� RQ�WKH�0HGLWHUUDQHDQ�
FRDVW��ZKLFK�VHHPV�WR�KDYH�KDG�D�SUDFWLFDO�HIIHFW�RQ�WKH�SDW"�
WHUQ�RI�RFFXSDWLRQ� SROLFLHV�

6LQDL�KDV�JHQHUDOO\�EHHQ� FRQVLGHUHG�WKH�FDSWXUHG�WHUULWRU\�,V"�
UDHO�ZRXOG� EH�PRVW�ZLOOLQJ�WR�JLYH�XS�LQ�WKH�HYHQW�RI�D�SHDFH�
VHWWOHPHQW�� +RZHYHU��WKH�6LQDL�LV�SURYLGLQJ�LPSRUWDQW�VWUDW"�
HJLF�UDZ�PDWHULDOV�DQG�HFRQRPLF� DGYDQWDJHV�WR�,VUDHO��DQG�LV�
DQ�LPSRUWDQW�IDFWRU�LQ�PDNLQJ�WKH�RFFXSDWLRQ� JRRG�EXVLQHVV�
IRU�WKH�,VUDHOL�JRYHUQPHQW��

/DERU� DQG� ,QGXVWU\�

6KRUWO\�DIWHU�EHFRPLQJ�3ULPH�0LQLVWHU��*ROGD� 0HLU�DVNHG�
WKH�KHDG�RI�WKH�-HZLVK�$JHQF\
V�6HWWOHPHQW�'HSDUWPHQW��
'U��5D
DQDQ� :HLW]�WR�GUDZ�XS�D�SODQ�IRU�WKH�UHVHWWOHPHQW�RI�
WKH�3DOHVWLQLDQ�$UDE�UHIXJHHV�� +H�LQ�WXUQ�FRPPLVVLRQHG� D�
WHDP�RI��H[SHUWV�� KHDGHG� E\�6KLPVKRQ�&DUPHO�WR�VXEPLW�D�

SODQ�� 7KH�:HLW]�&DUPHO�SURSRVDO� VXJJHVWHG�WKH�UHVHWWOHPHQW�
RI�������� IDPLOLHV�IURP�*D]D� QHDU�(O�$ULVK��LQ�D�SURMHFW�


� 7KH�RFFXSDWLRQ� RI�6LQDL�KDV�DIIRUGHG�VLJQLILFDQW�DGYDQW"�
DJHV�LQ�WUDQVSRUWDWLRQ�WR� ,VUDHOL�EXVLQHVVPHQ�� %HIRUH�WKH�
�����ZDU��IO\LQJ�IURP�,VUDHO�WR�6RXWK� $IULFD��WKH�VRXUFH�RI�
UDZ�PDWHULDOV�IRU�SROLVKHG�GLDPRQGV�� ,VUDHO
V�ODUJHVW�H[SRUW��
UHTXLUHG�D�URXQGDERXW� URXWH�RQ�(O�$O�WR�7XUNH\�DQG� ,UDQ��
WKHQFH�WR�-RKDQQHVEXUJ�YLD�1DLUREL��DQG�WRRN� ���KRXUV�� 7KH�
QHZ�GLUHFW�URXWH�WKURXJK�6LQDL�WDNHV�RQO\�HOHYHQ�DQG�D�KDOI�
KRXUV�IO\LQJ�WLPH���A�
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ZKLFK�ZRXOG� HYHQWXDOO\�HQFRPSDVV� �������� SHUVRQV�����
7KH�HFRQRPLF� HOHPHQWV�RI�WKH�GHYHORSPHQW� SURMHFW�ZHUH�
TXLWH�OLNH�WKRVH�RI�WKH�DFWXDO�HFRQRPLF� SODQV�IRU�*D]D� LWVHOI��
LQFOXGLQJ�ERWK�DJULFXOWXUH�DQG�LQGXVWU\�VXEVHUYLHQW�WR�WKH�
,VUDHOL�HFRQRP\��

7KH�FURSV�DUH�WR�EH�PDLQO\�YHJHWDEOHV��IORZHUV�DQG�
IUXLW��RI�ZKLFK�RQO\�D�VPDOO�IUDFWLRQ�LV�WR�EH�XVHG�
IRU�WKH�IDUPHUV
�RZQ�FRQVXPSWLRQ��ZKLOH�PRVW�RI�
LW�LV�WR�EH�PDUNHWHG�RYHUVHDV��LQ�:HVWHUQ�(XURSH��
RU�LQ�WKH�$UDE�PDUNHWV�RU�LQ�,VUDHO��IRU�LQGXVWULDO�
SURFHVVLQJ��� 7KH�LQGXVWU\�LV�WR�EH�PDLQO\�VPDOO��
VFDOH�WH[WLOH��OHDWKHU��IRRG��FDUGERDUG� DQG�PHWDO�
IDFWRULHV��ZRUNLQJ�ODUJHO\�IRU�MREELQJ�RUGHUV�IURP�
,VUDHO�� 7KH� LQGXVWU\�LV�H[SHFWHG� WR�EH�VHW�XS�PDLQ"�
O\����LI�QRW�H[FOXVLYHO\����E\�IRUHLJQ�LQYHVWRUV��LQ"�
FOXGLQJ�SDUWQHUVKLSV�ZLWK�,VUDHOL�RZQHUV�� DQG�WR�
GUDZ�VNLOOHG�ODERU�IURP�RXWVLGH������

7KH�SODQ�ZDV�PHDQW�WR�SURYLGH�ERWK�SROLWLFDO� DQG�HFRQRPLF�
EHQHILWV�IRU�,VUDHO��DV�WKH�-HUXVDOHP�3RVW�(FRQRPLF� (GLWRU�

�ZKR�WKRXJKW�WKH�SURSRVDO� LPSUDFWLFDO��SRLQWHG�RXW��
������WKH�(O�$ULVK�VHWWOHPHQW�VFKHPH� LV�H[SHFWHG� QRW�
RQO\�WR�FRQWULEXWH�WR�WKH�FRXQWU\
V�HFRQRPLF� GHYH"�
ORSPHQW��WR�DEVRUELQJ�WKH�*D]D� 6WULS
V�VXUSOXV��XQ"�
HPSOR\HG�� ODERXU��DQG�WR�DGYDQFLQJ�WKH�SHRSOH
V�
ZHOIDUH��LW�LV�DOVR�H[SHFWHG� WR�FUHDWH�
DQ�LQGHSHQGHQW�
FRPPXQDO�VWUXFWXUH
�DQG�WKXV�SURYLGH�DQ�LQFHQWLYH�
DQG�DQ�RSSRUWXQLW\�IRU�GHYHORSPHQW� RI�
ORFDO� OHDG"�
HUVKLS
�IURP�DPRQJ�WKH�UHIXJHHV�WKHPVHOYHV��GLYHUW"�
LQJ�WKHLU�LQWHOOHFWXDO�DQG�SROLWLFDO�HQHUJLHV�IURP�VWH"�
ULOH�DQLPRVLW\�DQG�WHUURULVW�DFWLYLW\�WR�SURGXFWLYH�
FKDQQHOV�LQ�FRRSHUDWLRQ� ZLWK�,VUDHO������

7KH�:HLW]�&DUPHO�SODQ��RU�RQH�VLPLODU�WR�LW��PXVW�KDYH�KDG�
VRPH�LQIOXHQFH�RQ�WKH�PLOLWDU\�RFFXSDWLRQ� DXWKRULWLHV��IRU�
ZKHQ�LQ�WKH�VXPPHU�RI������WKH\�EHJDQ�WR�HYLFW�IDPLOLHV�DQG�
EORZ�XS�WKHLU�VKHOWHUV�LQ�WKH�UHIXJHH�FDPSV�WR�EXLOG�URDGV�IRU�
�VHFXULW\�SXUSRVHV��� WKH�,VUDHOL�VROGLHUV�XUJHG�WKH�SHRSOH�
ZKRVH�KRPHV�WKH\�GHVWUR\HG�WR�JR�WR�(O�$ULVK�� 815:$� UH"�
SRUWHG�WKDW�WKH�,VUDHOL�VROGLHUV�ZKR�DUULYHG�LQ�WKH�FDPSV��
VRPHWLPHV�LQ�WKH�PLGGOH�RI�WKH�QLJKW��WR�PDUN�VKHOWHUV�IRU�
GHPROLWLRQ�JDYH�WKH�IDPLOLHV���WR����KRXUV�WR�OHDYH�ZLWK�DOO�
WKHLU�SRVVHVVLRQV�� DQG�VWURQJO\�XUJHG�WKDW�WKH\�JR�WR�(O�
$ULVK��

7KH�UHIXJHHV�ZHUH�WROG�WKDW�WKHUH�ZDV�JRRG� DFFRP"�
PRGDWLRQ� IRU�WKHP�LQ�(O�$ULVK��EXW�WKDW��LI�WKH\�SUH"�
IHUUHG��WKH\�FRXOG�JR�WR�WKH�:HVW�%DQN�RI�-RUGDQ�RU�
UHPDLQ�LQ�*D]D� LI�WKH\�FRXOG� ILQG�XQRFFXSLHG� DFFRP"�
PRGDWLRQ� DQG�SURGXFH�WKH�RZQHU
V�ZULWWHQ�DJUHHPHQW�
IRU�LWV�XVH�� 7KH\�ZHUH�DOVR�WROG�WKDW�IUHH�WUDQVSRUWD"�
WLRQ�ZRXOG�EH�SURYLGHG�IRU�WKRVH�DJUHHLQJ�WR�JR�WR�
(O�$ULVK�RU�WKH�:HVW�%DQN�RI�-RUGDQ��WKDW�DFFRPPR"�
GDWLRQ�WKHUH�ZRXOG� EH�UHQW�IUHH�IRU�D�SHULRG�DQG�HP"�
SOR\PHQW�ZDV�DYDLODEOH�� ���������

,Q�DOO��������� UHIXJHHV�ZHUH�GLVSODFHG� LQ�WKH�VHULHV�RI�GHPRO"�
LWLRQV�� 2ULJLQDOO\�DERXW� ���� RI�WKH������� HYLFWHG�IDPLOLHV�
ZHQW�WR�(O�$ULVK��EXW� ����RI�WKHVH�ODWHU�UHWXUQHG�WR�*D]D��

7KLUW\�IDPLOLHV�ZHQW�WR�WKH�:HVW�%DQN�����

1RW�ORQJ�DIWHU�WKHVH�UHIXJHHV�ZHUH�WKURZQ�RXW�RI�WKHLU�
VKHOWHUV��WKH�,VUDHO�(FRQRPLVW� FRPPHQWHG� WKDW�DQ��LPPHG"�
LDWH�GHYHORSPHQW� RI�WKH�ODERXU�IRUFH�LQ�WKH�6LQDL�UHJLRQ��� ��

>ZDV@� WR�EH�SURYLGHG�E\�D�IXUQLWXUH�IDFWRU\�DW�$O�$ULVK��WKH�

HQWHUSULVH�RI�DQ�,VUDHOL�LQYHVWRU�� 7KLV�SURMHFW�DQG�RWKHUV�LQ�
WKH�WRZQ�RI�$O�$ULVK�DUH�H[SHFWHG� WR�EHQHILW�IURP�WKH�LQ"�
IOX[�RI�IDPLOLHV�HYDFXDWHG� IURP�WKH�*D]D� 6WULS������ ,VUDHOL�
HQWUHSUHQHXUV�KDYH�DOVR�HVWDEOLVKHG�D�VDOW�ILVK�SODQW�LQ�(O�
$ULVK��DQG�D�JURXS�RI�,VUDHOL�YHJHWDEOH�RLO�FRPSDQLHV� WRRN�
RYHU�D�ZDU�GDPDJHG�FDVWRU�RLO�SODQW�WKHUH�DQG�LQYHVWHG�,/�
�������� LQ�UHSDLUV����� 7KH�FDVWRU�RLO�LV�IRU�XVH�E\�WKH�,V"�
UDHOL�FKHPLFDO�LQGXVWU\�LQ�WKH�SURGXFWLRQ� RI�SODVWLFV��SDLQWV��
LQVHFWLFLGHV�DQG�K\GUDXOLF�RLOV�����

2LO�

,VUDHO�LV�SXPSLQJ�ODUJH�DPRXQWV�RI�RLO�IURP�(J\SWLDQ�ZHOOV�
VHL]HG� LQ�WKH�6LQDL����� $OWKRXJK�WKH�,VUDHOLV�KDYH�QRW�WRXFK"�
HG�WKH�0RUJDQ�DQG�*DUUD�RLO�ILHOGV��MRLQWO\�RSHUDWHG�E\�WKH�
$PHULFDQ�2LO�&RPSDQ\� DQG�WKH�(J\SWLDQ�*HQHUDO�3HWUROHXP�

&RUSRUDWLRQ� �SUREDEO\� EHFDXVH� D�86� FRUSRUDWLRQ� LV�SDUWLFL"�
SDWLQJ�LQ�WKH�H[SORLWDWLRQ��� WKH\�KDYH�FRQILVFDWHG� ����RLO�
ZHOOV�LQ�WKH�6LQDL�ZKLFK�KDG�EHHQ�MRLQWO\�RSHUDWHG�E\�WKH�
,WDOLDQ�(1,� FRPSDQ\� DQG�WKH�(J\SWLDQ�FRPSDQ\�� ,Q������
WKHVH�ZHOOV�\LHOGHG�DERXW� VL[�PLOOLRQ�WRQV�RI�RLO�ZRUWK�DSSUR["�
LPDWHO\�����PLOOLRQ�WR�,VUDHO�� ,Q�WKH�HDUO\�����V� WKH�6LQDL�
RLO�PRUH�WKDQ�VXIILFHV�IRU�,VUDHO
V�RZQ�QHHGV�RI�DERXW� ILYH�
PLOOLRQ�WRQV�D�\HDU�DQG�DOORZV�IRU�VRPH�H[SRUW�� ,VUDHO�KDV�
EHHQ�UHSRUWHG�WR�EH�PDUNHWLQJ�6LQDL�RLO�FODQGHVWLQHO\�LQ�

(XURSH���� DQG�UHTXLUHV�WKH�UHVLGHQWV�RI�WKH�RFFXSLHG� DUHDV�
WR�EX\�WKHLU�RLO�IURP�WKH�,VUDHOL�PRQRSRO\�����

7KH�RLO�ZHDOWK�RI�WKH�6LQDL�LV�HVSHFLDOO\�YDOXDEOH� WR�,VUDHO�EH"�
FDXVH� LWV�RZQ�SUH������ZDU�SURGXFWLRQ�ZDV�VR�PHDJHU��DS"�
SUR[LPDWHO\���SHUFHQW�RI�GRPHVWLF� FRQVXPSWLRQ� LQ�������
,Q�WKH�SDVW�,VUDHO�KDG�EHHQ� IRUFHG�WR�UHO\�RQ�,UDQLDQ�FUXGH�
RLO�IRU�PRVW�RI�LWV�LQWHUQDO�QHHGV��
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(VWLPDWHV�RI�WKH�WRWDO�RLO�UHVHUYHV�RI�6LQDL�DUH�KLJKO\�VSHFX"�
ODWLYH��EXW�WKH�)LQDQFLDO� 7LPHV�SXW�SRWHQWLDO�SURGXFWLRQ� DW�
���PLOOLRQ�WRQV�DQQXDOO\����� �U�QHDUO\�VHYHQ�WLPHV�SURGXFW"�
LRQ�LQ������� 7KHUH�DUH�DOVR�ULFK�GHSRVLWV�RI�PHWDOV�DQG�JDV�
FRQGHQVDWH� LQ�WKH�VHD�EHGV�RI�WKH�*XOI�RI�$TDED� DQG�WKH�5HG�
6HD��DQG�LW�LV�SRVVLEOH�WKDW�,VUDHO�PD\�H[SORLW�WKHVH�LQ�WKH�
IXWXUH��

7KH�RLO�FRQILVFDWHG�IURP�WKH�ZHOOV�RI�6LQDL�KDV�EHHQ� DQ�LP"�

SRUWDQW�IDFWRU�LQ�PDNLQJ�WKH�PLOLWDU\�RFFXSDWLRQ� RI�WKH�FRQ"�
TXHUHG�WHUULWRULHV�D�SURILWDEOH�YHQWXUH�IRU�WKH�,VUDHOL�JRYHUQ"�
PHQW�WUHDVXU\�DV�ZHOO�DV�IRU�WKH�FDSLWDOLVW�FODVV�� $FFRUGLQJ�
WR�ILJXUHV�UHOHDVHG�E\�'DYLG� .RNKDY�� HFRQRPLF� DGYLVRU�WR�WKH�
,VUDHOL�0LQLVWU\�RI�6HFXULW\��WKH�,VUDHOL�JRYHUQPHQW�PDGH�D�
QHW�JDLQ�RI�,/� ���PLOOLRQ� RQ�WKH�RFFXSDWLRQ� LQ������� RU�
DERXW����� PLOOLRQ�� 3URILWV�IURP�WKH�VDOH�RI�6LQDL�RLO��KH�VDLG��
ZHUH�,/� ����PLOOLRQ��DQG�UHYHQXH�IURP�WD[DWLRQ� DQG�RWKHU�
VRXUFHV�ZDV�,/� ���� PLOOLRQ��ZKLOH�H[SHQGLWXUHV�ZHUH�RQO\�
,/���PLOOLRQ�����

&21&/86,21�

7KH�,VUDHOL�RFFXSDWLRQ� KDV�KDG�D�JUHDW�LPSDFW�RQ�DOO�FODVVHV�
LQ�WKH�RFFXSLHG� DUHDV�� 7KH�OXPSHQ�RI�WKH�UHIXJHH�FDPSV��
PDQ\�RI�WKHP�SHDVDQWV�ZKR�ZHUH�GLVSRVVHVVHG� LQ������������
DUH�EHLQJ�SUROHWDULDQL]HG�� $ORQJ�ZLWK�VRPH�RI�WKH�IHOODKHHQ�
RI�WKH�:HVW�%DQN�ZKR� DUH�EHLQJ�IRUFHG�RII�WKH�IDUP�DQG�WKH�
ZRUNLQJ�FODVV�RI�WKH�RFFXSLHG� DUHDV��WKH�UHIXJHHV�DUH�EHLQJ�
IRUFHG�LQ�ODUJH�QXPEHUV�LQWR�WKH�,VUDHOL�SUROHWDULDW�� $OWKRXJK�
WKH�QHZ�MREV� KDYH�PDGH�VRPH�LPSURYHPHQWV�LQ�WKHLU�VWDQG"�
DUGV�RI�OLYLQJ��WKH�$UDE�3DOHVWLQLDQ�ZRUNHUV�LQ�,VUDHO�DUH�UHOH"�
JDWHG�WR�WKH�ORZHVW�SDLG�XQVNLOOHG�DQG�VHPL�VNLOOHG�ZRUN��DQG�
VXIIHU�IURP�VHYHUH�GLVFULPLQDWLRQ��

7KH�SHWLWH�ERXUJHRLVLH� KDV�EHHQ�DGYHUVHO\�DIIHFWHG�E\�WKH�RF"�

FXSDWLRQ�� 6PDOO� HPSOR\HUV��� DUWLVDQV��VKRSNHHSHUV� DQG�VPDOO�
IDUPHUV���DUH�DW�OHDVW�WR�VRPH�H[WHQW�EHLQJ�IRUFHG�LQWR�WKH�
ZRUNLQJ�FODVV��XVXDOO\�LQWR�MREV� LQ�,VUDHO�� ,QWHOOHFWXDOV� DQG�
SURIHVVLRQDOV��VXFK�DV�ODZ\HUV�DQG�SHUVRQV�ZLWK�DGYDQFHG�
DFDGHPLF� GHJUHHV��DUH�ZLWKRXW�HPSOR\PHQW�� VRPH�IRU�UHD"�
VRQV�RI�QDWLRQDOLVW�FRQYLFWLRQ�ZLOO�QRW�ZRUN�IRU�WKH�,VUDHOLV�
RU�WKH�RFFXSDWLRQ�� DQG�HYHQ�IRU�WKRVH�ZLOOLQJ�WR�ZRUN�WKHUH�
DUH�QR�RSSRUWXQLWLHV� IRU�HPSOR\PHQW�RQ�D�SURIHVVLRQDO�OHYHO�
LQ�,VUDHO�IRU�SHUVRQV�IURP�WKH�RFFXSLHG� DUHDV��

6HFWRUV�RI�WKH�LQGXVWULDO�ERXUJHRLVLH� DUH�EHFRPLQJ� FRPSUD"�
GRUV��VXEFRQWUDFWLQJ�WKH�ZRUNHUV�LQ�WKHLU�SODQWV�WR�,VUDHOL�
FDSLWDOLVWV�� 6RPH� DUH�SURILWLQJ�IURP�WKH�RFFXSDWLRQ�� WKURXJK�
H[SRUW�LQFHQWLYHV�DQG�RWKHU�PHDQV��DQG�PD\�EH�DEOH�WR�H["�
SDQG�WKHLU�RSHUDWLRQV� LQ�WKH�IXWXUH�ZLWK�,VUDHOL�FDSLWDO�� %XW�
WKH�3DOHVWLQLDQ�FDSLWDOLVWV�DUH�JUDGXDOO\�ORVLQJ�WKHLU�LQGHSHQG"�
HQFH�� WKH\�PXVW�UHO\�RQ�,VUDHOL�ILQDQFLHUV�IRU�FUHGLW��DQG�EH"�
FDXVH�,VUDHOL�FDSLWDOLVWV�KDYH�EHHQ�RIIHUHG�KLJKO\�IDYRUDEOH�
FRQGLWLRQV�IRU�LQYHVWPHQW�LQ�WKH�RFFXSLHG� DUHDV�E\�WKH�,VUDHOL�
JRYHUQPHQW��WKH�$UDE�EXVLQHVVPHQ�ZLOO�KDYH�WR�VKDUH�WKH�
RSSRUWXQLWLHV�IRU�SURILW�LQ�WKH�RFFXSLHG� DUHDV�ZLWK�,VUDHOLV��
-RLQW�,VUDHOL�3DOHVWLQLDQ�YHQWXUHV�DUH�LQFUHDVLQJ�LQ�QXPEHU��

7KH�WUDQVIRUPDWLRQ�RI�WKH�QDWLRQDO�ERXUJHRLVLH� LQWR�FRPSUD"�
GRUV�DQG�RI�WKH�PDVVHV�LQWR�ZRUNHUV�IRU�WKH�PHWURSROLWDQ�FRXQ"�
WU\�DUH�W\SLFDO�RI�DQ�LPSHULDO�SDWWHUQ�ZKLFK�KDV�EHHQ�UHSHDWHG�
DURXQG�WKH�ZRUOG�� ,W�PDWWHUV�OLWWOH�WKDW�QHLWKHU�WKH�,VUDHOL�
&DELQHW�QRU�WKH�.QHVVHW�KDV�PDGH�D�IRUPDO�GHFLVLRQ� WR�FRORQL]H�

WKH�RFFXSLHG� DUHDV��WKDW�LV�WKH�LQH[RUDEOH� HIIHFW�RI�WKH�GD\�WR��
GD\�SROLFLHV�RI�WKH�PLOLWDU\�JRYHUQPHQW�� $V�(OL\DKX�.DQRY��
VN\�REVHUYHG��

(FRQRPLF� IRUFHV�KDYH�D�ORJLF�DQG�PRPHQWXP�RI�WKHLU�
RZQ�� :KHQ�,VUDHO�GHFLGHG� XSRQ�WUDGH�ZLWK�WKH�WHU"�
ULWRULHV��ZLWK�UHVWULFWLRQV�RQ�WKH�LPSRUW�RI�FHUWDLQ�DJ"�
ULFXOWXUDO�SURGXFWV���D�FRPPRQ� FXUUHQF\��LQ�VSLWH�RI�
WKH�IDFW�WKDW�LW�FRQWLQXHG� WR�SHUPLW�WKH�XVH�RI�-RUGDQ"�
LDQ�FXUUHQF\�LQ�WKH�:HVW�%DQN��DORQJ�ZLWK�,VUDHOL�FXU"�
UHQF\���WKH�UHODWLYHO\�IUHH�PRYHPHQW�RI�SRSXODWLRQ�
EHWZHHQ� ,VUDHO�DQG�WKH�WHUULWRULHV��ZLWK�UHVWULFWLRQV��
GLIILFXOW�WR�HQIRUFH��RQ�WKH�XVH�RI�XQDXWKRUL]HG� ODERU�
IURP�WKH�WHUULWRULHV�LQ�,VUDHO��DQG�WKH�LQWHJUDWLRQ�RI�
WUDQVSRUWDWLRQ�URXWHV�EHWZHHQ�WKH�WHUULWRULHV�DQG� ,V"�
UDHO
V�FRDVWDO� SODLQ��WKH�UHVXOWV�ZHUH�LQHYLWDEOH�� 5H"�
JDUGOHVV�RI�WKH�IXWXUH�SROLWLFDO�VWDWXV�RI�DQ\�RU�DOO�RI�
WKH�WHUULWRULHV��WKHVH�ZHUH�WKH�EHJLQQLQJV�RI�D�FRPPRQ�
PDUNHW�����

7KLV��FRPPRQ� PDUNHW��LV�EDVHG� QRW�RQ�HTXDOLW\�EHWZHHQ� ,V"�
UDHO�DULG�WKH�RFFXSLHG� DUHDV��EXW�RQ�D�FRORQLDO� UHODWLRQVKLS��
PDUNHG�E\�WKH�IDFWRUV��� WKH�IORRGLQJ�RI�WKH�FRORQ\
V� PDUNHW�
ZLWK�WKH�PDQXIDFWXUHV�RI�WKH�PHWURSROH��WKH�H[WUDFWLRQ�RI�
UDZ�PDWHULDOV�DQG�WKH�VXSHU�H[SORLWDWLRQ� RI�WKH�FRORQ\
V�
ZRUNHUV���ZKLFK�KDYH�LQ�WKH�ODVW�WZR�FHQWXULHV�HQULFKHG�WKH�
ERXUJHRLVLH�RI�WKH�FDSLWDOLVW�FRXQWULHV�DQG�IRUFHG�WKH�SHRSOH�
RI�PXFK�RI�WKH�QRQ�LQGXVWULDOL]HG�ZRUOG�LQWR�VXEVHUYLHQFH��

7KLV�FRORQLDOLVP� WKUHDWHQV�WR�VSLOO�RYHU�WKH��RSHQ� EULGJHV��
WR�HQJXOI�WKH�$UDE�(DVW�LI�D�SHDFH� VHWWOHPHQW�ZHUH�WR�EH�FRQ"�
FOXGHG��IRU�,VUDHOL�OHDGHUV�KDYH�VDLG�DJDLQ�DQG�DJDLQ�WKDW�WKH\�
ZLOO�DFFHSW� D�SHDFH� RQO\�ZLWK�RSHQ� HFRQRPLF� IURQWLHUV��7KH�
LPSRVLWLRQ�RI�VXFK�D�3D[�+HEUDLFD� RQ�WKH�0LGGOH�(DVW�ZRXOG�
SUHSDUH�WKH�ZD\�IRU�WKH�VXELPSHULDO�H[SORLWDWLRQ� RI�WKH�$UDE�
SHRSOH� E\�,VUDHO�� VXELPSHULDO�EHFDXVH� ,VUDHO�LWVHOI�LV�D�UHDG\�
LQVWUXPHQW�RI�86� LPSHULDOLVP��DQG�VXELPSHULDO�EHFDXVH� VXFK�
D�V\VWHP�RI�H[SORLWDWLRQ�ZRXOG�JUHDWO\�UHLQIRUFH�86� LPSHU"�
LDOLVP�LQ�WKH�DUHD�E\�UHPRYLQJ�WKH�FRQWUDGLFWLRQV�EHWZHHQ�
LWV�FOLHQW�VWDWHV�DQG�JLYLQJ�IUHHU�UHLQ�WR�,VUDHO��LWV�PRVW�UHOL"�
DEOH�DQG�HIIHFWLYH�DJHQW��

&RQVWLWXWLRQ� RI� WKH� MHZLVK� DJHQF\�� DUW�����FODXVH�
H��TXRWHG� LQ�6LU�-RKQ�+RSH� 6LPSVRQ�� 3$/(67,1(�� 5(3257�
21� ,00,*5$7,21�� /$1'� 6(77/(0(17� $1'� '(9(/23"�
0(17�� %ULWLVK�&RORQLDO� 2IILFH�FPG�������� 2FW�� ������ S������
�OELG��
�'HQLV� -XGG��%$/)285� $1'� 7+(� %5,7,6+� (03,5(� �/RQA�
GRQ��� S������
+HDG� 2IILFH�RI�.HUHQ�.D\HPHWK�DQG�.HUHQ�+D\HVRG�� $�

*8,'(� 72� -(:,6+� 3$/(67,1(� �-HUXVDOHP��������� 4XR"�
WHG�E\�6LPSVRQ�� S������
�'DYLG� %HQ�*XULRQ��,65$(/�� $�3(5621$/� +,6725<�
�1HZ�<RUN�� ������� S�������
�5REHUW� 1DWKDQ��2VFDU�*DVV�DQG�'DQLHO�&UHDPHU��3$/(67,1(��
352%/(0� $1'� 3520,6(� �:DVKLQJWRQ��������� S������
�1DWKDQ��S�������
�$EUDKDP� *UDQRYVN\��/$1'� 352%/(06� ,1�3$/(67,1(�
�/RQGRQ�� ������� S������
�'U�� (OZRRG� 0HDG�HW�DO�I�5(32576� 2)� 7+(� (;3(576��
VXEPLWWHG�WR�WKH�-RLQW�3DOHVWLQH�6XUYH\�&RPPLVVLRQ� �%RVWRQ��
������� S������

6LPSVRQ�� S������
86DEUL� -LU\LV��7+(� $5$%6� ,1�,65$(/� �%HLUXW�� �������
��'RQ� 3HUHW]��,65$(/� $1'� 7+(� 3$/(67,1(� $5$%6�
�:DVKLQJWRQ��������� SS�� ���� DQG������
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88�1�� 6HFXULW\�&RXQFLO��2)),&,$/� 5(&25'6�� 6XSSO��
���� �6������� $XJ�������� SS����������� 4XRWHG� E\�(UVNLQH�
&KLOGHUV���7KH�:RUGOHVV�:LVK��)URP�&LWL]HQV�WR� 5HIXJHHV���
LQ�,EUDKLP�$!X�/XJKRG�� HG���7+(75$16)250$7,21�
2)� 3$/(67,1(� �(YDQVWRQ�� 0/��������� S�������
���8�6�� &DSLWDO� LQ�6RFLDOLVW� ,VUDHO���)25781(� �-XQH��������
S������
��OELG�� ��OELG�� ��OELG�� ��OELG��
���$� %OXH�SULQW�IRU�3HDFH��� 92,&(� 2)� ,65$(/� �1HZ�<RUN��
������� S�����
����1DWLRQDOLVP� DQG� ,QWHUQDWLRQDOLVP�LQ�WKH�0LGGOH�(DVW��� LQ�
$EED� (EDQ��RS�� FLW���S�������
���7KHUH�DUH��KRZHYHU��VXJJHVWLRQV�RI�FRORQLDOLVP� LQ�WKH�WUHDW"�
PHQW�RI�3DOHVWLQLDQ�$UDEV�ZKR�UHPDLQHG�LQ�,VUDHO�� :KDW�ZDV�
OHIW�RI�WKHLU�DJULFXOWXUH�ZDV�GLUHFWHG�WRZDUG�WKH�SURGXFWLRQ�
RI�ODERU�LQWHQVLYH�FURSV��RIWHQ�IRU�,VUDHOL�LQGXVWU\��DQG�$UDE�
ZRUNHUV�WHQGHG�WR�EH�IRUFHG�LQWR�WKH�ORZHVW�HFKHORQV� RI�WKH�
,VUDHOL�SUROHWDULDW��
���

4XRWHG� E\�'DYLG� +RURZLW]� LQ��7KH� (QLJPD�RI�,VUDHO
V�(FR"�
QRPLF�'HYHORSPHQW��� %DQN�RI�,VUDHO��5HVHDUFK�'HSDUWPHQW��
(&2120,&� 5(9,(:�� QR������ �$XJ�� ������� S�������
���&DOFXODWHG� IURP�ILJXUHV�LQ�,VUDHO�3ULPH�0LQLVWHU
V�2IILFH��
(FRQRPLF� 3ODQQLQJ�$XWKRULW\��,65$(/� (&2120,&� '(9("�
/230(17�� 3$67� 352*5(66� $1'� 3/$1� )25� 7+(� )8"�
785(�� ),1$/� '5$)7� �-HUXVDOHP��0DUFK�������� SS����������
��2VFDU� *DVV��-2851$/� 2)� (&2120,&� /,7(5$785(�
�'HF�� ������� 4XRWHG� E\�0RVKH�0DFKRYHU�DQG�$NLYD�2UU��
�7KH� &ODVV�&KDUDFWHU�RI�,VUDHOL�6RFLHW\��� LQ�$ULH�%REHU��HG���
7+(� 27+(5� ,65$(/� �1HZ�<RUN�� ������� S������
��1DGDY� +DOHYL�DQG�5XWK�.OLQRY�0DOXO��7+(� (&2120,&�
'(9(/230(17� 2)� ,65$(/� �1HZ�<RUN�� ������� WDEOH�����
S�������
��1(:� <25.� 7,0(6� �1RY�� ���������� S�����

��OQ� 7+(� 27+(5� ,65$(/��
��+DLHYL� DQG�0DOXO��ORF��FLW��DQG�$SSHQGL[�WDEOHV� OO� DQG�����
SS���������
��+RURZLW]�� S�������

��)DQQ\� *LQRU��86(6� 2)� $*5,&8/785$/� 6853/86(6��
$QDO\VLV�DQG�$VVHVVPHQW�RI�WKH�(FRQRPLF� (IIHFW�RI�WKH�8�6��
3�/������ 7LWOH���3URJUDP�LQ�,VUDHO��%DQN�RI�,VUDHO��5HVHDUFK�
'HSDUWPHQW� �-HUXVDOHP��������� SS����DQG����
��$5$%� 5(3257� $1'� 5(&25'� �0DUFK�������������� S�������
��&+5,67,$1� 6&,(1&(� 021,725� �0D\����������� S������

��&O\GH� )DUQVZRUWK���,VUDHO�� 7KH� ,PSRVVLEOH�� LQ�1(:�<25.�
7,0(6� �1RY�� ����������
��6HH� IRU�H[DPSOH�� ,65$(/� (&2120,&� '(9(/230(17��
S������II��
���6��+LUVFK���$QDWRP\� RI�)LYH�([SRUW� ,QGXVWULHV�LQ�(XURSH�
DQG�,VUDHO��� ,65$(/� 48$57(5/<� 2)� (&2120,&6�� YRO��
��QR�����:LQWHU������������� S������
���,ELG�� $FFRUGLQJ�WR� ,VUDHO
V�0LQLVWHU�RI�$JULFXOWXUH�+DLP�
*YDWL�WKH�FRXQWU\�LV�LQ�GDQJHU�RI�UXQQLQJ�RXW�RI�ZDWHU�LQ�
ILYH�WR�WHQ�\HDUV�� 1(:�<25.� 7,0(6� �-XO\�OO�� �������
��+LUVFK��S������ ��OELG�� ��OELG��
��0LFKDHO� %UXQR��(&2120,&� '(9(/230(17� 352%/(06�
2)� ,65$(/�� ���������� �5$1'�� $SULO�������� S������

�KLUVFK�� S�����
A%UXQR�� S������
��$IULFD� 5HVHDUFK�*URXS�� '$9,'� $1'� *2/,$7+�� DYDLO"�
DEOH�IURP�0(5,3��
���
A%UXQR�� S������

��)DUQVZRUWK�� 1(:�<25.� 7,0(6� �1RY�� ����������
��.2/� ,65$(/� UDGLR�EURDGFDVW� �1RY������������
��%HQ�*XULRQ�� SS���������
��OELG��� S������ ��OELG��� S�������
��.2/� ,65$(/� UDGLR�EURDGFDVW� �$SULO����� �������

��
$FFRUGLQJ�WR�WKH�ILJXUHV�RI�WKH�,VUDHO�&HQWUDO�%XUHDX�RI�

6WDWLVWLFV�����SHUFHQW�RI�WKH�SRSXODWLRQ� RI�,VUDHO�DQG�WKH�RF"�
FXSLHG� DUHDV�WRJHWKHU�ZDV�-HZLVK�LQ�������
��$EUDKDP� 6�� %HFNHU��,65$(/� $1'� 7+(� 3$/(67,1,$1�
2&&83,('� 7(55,725,(6�� 0,/,7$5<�32/,7,&$/�
,668(6� ,1�7+(� '(%$7(�� D�UHSRUW�SUHSDUHG�IRU�WKH�2IILFH�
RI�WKH�$VVLVWDQW�6HFUHWDU\�RI�'HIHQVH�IRU�,QWHUQDWLRQDO�6HF"�
XULW\�$IIDLUV��5$1'�� ������� S������
��0$
$5,9� �)HE�� ���������� WUDQVODWHG�LQ�,65$(/()7� 1(:6�
6(59,&(� �)HE�� �����������
��-(586$/(0� 3267� �)HE�� ����������� 6HH� DOVR� LQWHUYLHZ�
ZLWK�%HQ�$KDURQ�LQ�1(:�<25.� 7,0(6� �)HE�� �����������
��1(:� <25.� 7,0(6� �0D\����������� S�����
��'$9$5� �0DUFK����������� WUDQVODWHG�LQ�,65$(/()7� 1(:6�
6(59,&(� �$SULO����������� S�����

��%HFNHU�� S������ ��OELG��� SS���������
��-(586$/(0� 3267� :((./<� �-DQ������������� S�����
��<(',27� $+$52127� �-DQ������������ WUDQVODWHG�LQ�
,65$(/()7� �)HE�� ����������� S�����
��0RVKH� 'D\DQ��$�1(:�3($&(� $1'� 27+(5� 5(/$7,216�
�+HEUHZ��� S������� 4XRWHG� E\�%HFNHU��SS��������
A�1(:� <25.� 7,0(6� �-XQH����������� S��OO��

��%HFNHU�� S������

��(OL\DKX� .DQRYVN\��7+(� (&2120,&� ,03$&7� 2)� 7+(�
6,;�'$<� :$5� �1HZ� <RUN�� ������� S�������
��1(:� <25.� 7,0(6� �2FW�� �����������
��,65$(/� (&2120,67� �-DQ��������� S������
���

.DQRYVN\��S�������
��8QLW� IRU�&RRUGLQDWLRQ� RI�$FWLYLW\�LQ�WKH�$GPLQLVWHUHG�
$UHDV��,VUDHO�0LQLVWU\�RI�'HIHQVH�� '(9(/230(17� $1'�
(&2120,&� 6,78$7,21� ,1�-8'($�� 6$0$5,$�� 7+(� *$"�
=$�675,3� $1'� 1257+� 6,1$,�� ����������� $�6800$5<�
�2FW�� ������� 8QSDJHG��

��OELG��
(ULF�5RXOHDX�� �7KH� 3DOHVWLQLDQV�LQ�3XUJDWRU\���/(�

021'(� �-DQ������������
���,ELG��
���

�)RUHLJQ� 7UDGH�6XPPDU\��� ,VUDHO�&HQWUDO�%XUHDX�RI� 6WD"�
WLVWLFV��0217+/<� 67$7,67,&6� 2)� 7+(� $'0,1,67(5('�
7(55,725,(6�� 9RO�� ��QR�����-DQ���������
��-(586$/(0� 3267� 29(56($6� :((./<� �$SULO�����������
S�����
��'(9(/230(17� $1'� (&2120,&� 6,78$7,21�� ����
��)LJXUHV�IRU����������� IURP�,VUDHO�&HQWUDO�%XUHDX�RI�6WD"�
WLVWLFV�� 7KHVH� LQFOXGH�RQO\�SHUVRQV�ZRUNLQJ��OHJDOO\�� LQ�,V"�
UDHO�� )LJXUH�IRU������ IURP�5RXOHDX��ZKR�TXRWHV� D�VSRNHV"�
PDQ�IURP�WKH�0LQLVWU\�RI�'HIHQVH�� 7KLV�ILJXUH�PD\�LQFOXGH�
�LOOHJDO�� ZRUNHUV��
��1(:� 287/22.� �2FW�� ������� S�����
��OVUDHO� &HQWUDO�%XUHDX�RI�6WDWLVWLFV��0217+/<� %8//(7,1�
2)� 67$7,67,&6�� YRO������QR�� ���-DQ�������� DQG�YRO������QR����
�-DQ��������� �'DLO\� $YHUDJH�8QHPSOR\HG� LQ�,VUDHO���
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S��OO�
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$5(7=� �-XO\������������ 4XRWHG� E\�%HQ�+RULQ���,VUDHO��
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������� S�����
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,65$(/()7� �1RY�� ���������� S�����
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��5RQ\� *DEED\�� $�32/,7,&$/� 678'<� 2)� 7+(� $5$%��
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