
PALESTINE 
A struggle against Zionism 

and Imperialism 

Introduction 
The Palestinian-Israeli conflict has
erupted in massive and horrifying
bloodshed. In response to the attack
by Hamas on October 7, Israel has
responded with a brutal war against
Palestinians living in Gaza, and an
escalation of violence towards Pal-
estinians living in the West Bank. For
many people, this is a wakeup call –
watching families driven from their
homes, children buried under the
rubble, and an intense media
campaigncampaign on the part of journalists and politicians in

Europe and the United States to justify this violence. How
did this happen? Where did this conflict come from? How
can it be stopped? To consider these questions, we need to
examine the history of the conflict.

   Palestine is a small region, about the size of the state of
Maryland.  It  is  the  site  from  which  three  major  
religions, Judaism, Christianity, and Islam all emerged.
However, it would be a mistake to look for the roots of the
conflict in the religious history of the region. Believers
from all three religions had a long history together in
ttttttttt  Israel
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Palestine, well before what we know as the Palestinian-
Israeli conflict began in the 20th century, and the driving
forces of the conflict are modern ones, no different than
the forces that have shaped the conflicts we see elsewhere
in the world – the manipulation of people by imperialism,
capitalist exploitation imposed by international
corporations corporations, and
violence and racist
dehumanization of
people by poli-
ticians and govern-
ments to achieve
these ends. Ult-
imately, the vio-
lence waged by
Israel against the
Palestinian Palestinian people, and the horrifying bloodshed we see in
the news, is rooted in capitalist exploitation and the
imperialist system whose biggest power and chief architect
today is the United States, the heart of the empire, we are
better placed than anyone else to struggle against
imperialism and aid the Palestinian people. But this
requires an understanding of the depth of the problem, and
an understanding that real change requires a conscious
struggle against capitalism and imperialism, without which
there can be no solution to the plight of the Palestinian
people or an end to the violence that continues to consume
the Middle East. This pamphlet intends to begin to address
the need for such understanding.
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Palestine – A Contested Territory
Before the 20th century, Palestine was a territory
incorporated into and ruled by various Middle East and
Mediterranean empires for thousands of years. Palestine
was always a valuable territory. It was a fertile farming
region 
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region, renowned
for its oranges,
olives, olive oil,
and soap. Pal-
estine is also the
coastal gateway
to the Arabian
peninsula, val-
uable for inter-
national

Palestinian loss of land 1946 to 2012

national trade and strategic reasons. In addition, Palestine
is the site of Bethlehem and Jerusalem, holy sites for all
three major monotheistic religions. 

    From the 13th until the 20th century, Palestine had been
ruled by the Ottoman Empire, which had been one of the
world’s biggest military and economic powers at its high
point in the 16th century. With the rise of capitalism and
imperialism in Europe, however, it fell under foreign
domination. By 1908, the British were beginning to exploit
the oil resources of the Persian Gulf, and they saw control
of the region as a vital necessity for maintaining their
empire.



World War I and Britain’s Double Dealing
Since the mid-19th century, the European powers,
primarily Britain, had ensnared the Middle East empires in
a financial and political net. The Ottoman Empire and the
neighboring Qajar Empire of Persia had been forced into
loan agreements they could never pay back, and British
bankers dictated budgets and demanded trade agreements
that benefited European capitalists. World War I provided
an opportunity for the European powers to extend their
control. The Ottoman Empire had thrown its support in
the war to Germany and Austria, hoping that those
countries could win and loosen Britain’s domination of the
Ottoman Empire. The British and French responded by
invading the Arabian Peninsula, and exploiting divisions
within the Middle East, a strategy that they had used in
other regions such as Southeast Asia, India, and Africa.

  The Ottoman Empire was a Turkish-centered empire,
and Arabs had always been a subject population with fewer
rights and opportunities than the Turkish rulers. In the last
years of the 19th century and into the 20th century, fearing
an Arab uprising, the Ottomans had imposed harsh,
discriminatory policies against Arab language, culture, and
identity. The British saw an opportunity they could exploit
by supporting Arab grievances against the Ottomans.
Britain’s military commander in Egypt, Colonel Henry
McMahon, initiated correspondence with Sherif Husayn,
the governor of Mecca and one of the most important
local elites of the Arabian peninsula. McMahon promised
ttt
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that Husayn would get control of an “Arab Kingdom,''
composed of the territory that is today Syria, Jordan,
Lebanon, and Palestine, after a British victory – if Husayn
launched a rebellion against the Ottoman Empire. With the
help of British intelligence agent T.E. Lawrence, known as
Lawrence of Arabia, Husayn’s sons Faysal and Abdullah
rallied their forces and launched the Arab revolt in 1916 in
coordination with the British military. 

   At about the same time, in 1917, the British Lord Balfour
made a declaration in favor of a “National Home” for the
Jewish people, to be located in Palestine. Balfour was
himself an anti-Semitic politician, and one of his appeals to
the British public was that this would be a place that Jews
could be sent, or encouraged to go to, so that Britain could
be rid of them. Balfour also saw the utility of cooperating
with Zionism, a Jewish-nationalist movement based in
Eastern Europe, which aimed to establish a majority-
Jewish state somewhere in the world. For the Zionists,
Palestine presented itself as an opportunity to fulfill their
goal if a deal could be struck with British imperialism. 
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Anti-Semitism in Europe and the Roots of Zionism
Jewish people in Europe were historically a brutally
oppressed minority. Jews were scapegoated and
discriminated against and, with the rise of capitalism,
governments and elites in Germany, Eastern Europe, and
Russia, as well as the rest of Europe and the United States,
stoked anti-Semitism to redirect people’s anger away from
the



WKH� KRUURUV� RI� FDSLWDOLVP�� 0XFK� OLNH� RWKHU� RSSUHVVHG
SHRSOHV� LQ� WKH� ��WK� FHQWXU\�� -HZLVK� SHRSOH� ORRNHG� IRU
VROXWLRQV� LQ� SROLWLFV�� 0DQ\� -HZLVK� ZRUNHUV� WXUQHG� WR
VRFLDOLVW� LGHDV��VHHNLQJ�WR�UHPHG\�WKHLU�VSHFLILF�RSSUHVVLRQ
DV�-HZV�E\�XQLI\LQJ�ZLWK�RWKHU�ZRUNHUV� LQ�D�PRYHPHQW� WR
ILJKW� H[SORLWDWLRQ�� ZLQ� HTXDO� ULJKWV�� DQG� XOWLPDWHO\
WUDQVIRUP�VRFLHW\��0DQ\�LQ�WKH�PLGGOH�FODVV�DQG�DPRQJ�WKH
ZHDOWK\� ORRNHG� WRZDUGV� LQWHJUDWLRQ� LQWR� WKHLU� VRFLHWLHV
WKURXJK�GHPRFUDWLF�UHIRUPV�DQG�DVVLPLODWLRQ��$W�WKH�VDPH
WLPH�� D� VPDOO� PRYHPHQW� RI� PLGGOH� FODVV� LQWHOOHFWXDOV�� WKH
=LRQLVW�PRYHPHQW��KDG�D�GLIIHUHQW�LGHRORJ\�²�QDWLRQDOLVP�

� 1DWLRQDOLVP� LV� JHQHUDOO\� D� EHOLHI� DQG� DWWLWXGH� RI
LGHQWLILFDWLRQ� ZLWK� RQH·V� RZQ� QDWLRQ� EDVHG� RQ� VKDUHG
FXOWXUH�� ODQJXDJH�� DQG�RU� KLVWRU\�� DQG� D� SURPRWLRQ� RI� LWV
LQWHUHVWV��RIWHQ�DW�WKH�H[SHQVH�RI�RWKHU�QDWLRQV��,W�KDV�RIWHQ
EHHQ� DQ� LPSRUWDQW� SDUW� RI� WKH� LGHRORJ\� RI� RSSUHVVHG
SHRSOH� LQ� WKHLU� VWUXJJOHV� DJDLQVW� FRORQLDOLVP� DQG
LPSHULDOLVP�� %XW� LW� FDQ� DOVR� EH� D� SDUWLFXODUO\� HIIHFWLYH
LGHRORJ\� IRU� FDSLWDOLVWV� RI� D� JLYHQ� QDWLRQ� DQG� WKHLU
SROLWLFLDQV� WR� SURPRWH� ´IDOVH� FRQVFLRXVQHVVµ� DQG�
WKHUHIRUH�� VXSSRUW� DPRQJ� WKH� ZRUNLQJ� FODVV� DQG� RWKHU
RSSUHVVHG�JURXSV�ZLWKLQ� WKHLU�QDWLRQ�� ,Q�PDQ\� UHJLRQV�RI
WKH� ZRUOG� LQ� WKH� ��WK� DQG� ��WK� FHQWXULHV�� QDWLRQDOLVW
PRYHPHQWV�RI�RSSUHVVHG�SHRSOHV�URVH�WR�FKDOOHQJH�IRUHLJQ
GRPLQDWLRQ� DQG� LPSHULDOLVP�� 3RRU� DQG� ZRUNLQJ� SHRSOH
UDOOLHG� WR� WKH� QDWLRQDOLVW� IODJV� WR� WKURZ� RII� IRUHLJQ
GRPLQDWLRQ�� DQG� WR� ZLQ� VRFLDO�� HFRQRPLF�� DQG� SROLWLFDO
ULJKWV�� %XW� VXFK� QDWLRQDOLVW� PRYHPHQWV� KDG� WKHLU� OLPLWV�
JHQHUDOO\� EHLQJ� FRQWUROOHG� E\� HOLWHV� ZKRVH� KRUL]RQV� ZHUH
FRQWLQXH�
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DOZD\V� OLPLWHG� WR� D� VWDWH� RI� WKHLU� RZQ� WKDW� WKH\� FRXOG
GRPLQDWH� LQ� WKH� QDPH� RI� ´WKHLU� SHRSOH�µ� %XW� WR� DFKLHYH
WKRVH� HQGV�� WKH\� PRELOL]HG� PDVV� VWUXJJOHV� DQG� HYHQ
UHYROXWLRQV� WKDW� FRQIURQWHG� LPSHULDOLVP�� DQG� LQ� GRLQJ� VR
RIWHQ� UDLVHG� TXHVWLRQV� DERXW� WKH� QDWXUH� RI� WKH� FDSLWDOLVW
V\VWHP� LWVHOI��ZKLFK� OD\V� DW� WKH� IRXQGDWLRQ� RI� LPSHULDOLVP
DQG�FRORQLDOLVP�

� � 7KH� =LRQLVW� PRYHPHQW� ZDV� GLIIHUHQW� LQ� VRPH� ZD\V�
$FFRUGLQJ�WR�WKH�=LRQLVWV��WKHLU�RSSUHVVLRQ�DV�PLQRULWLHV�LQ
(XURSH�ZDV�D�QDWXUDO�SKHQRPHQRQ�FDXVHG�E\�OLYLQJ�XQGHU
´RWKHU� SHRSOH·Vµ� VWDWHV�� 7KH� ULVLQJ� WLGH� RI� DQWL�6HPLWLVP
ZDV�SURRI�RI�WKLV��)RU�WKH�=LRQLVWV��WKH�RQO\�VROXWLRQ�ZRXOG
EH� IRU� WKH� -HZLVK� PLQRULWLHV� DURXQG� WKH� ZRUOG� WR� PRYH
VRPHZKHUH� ZKHUH� WKH\� FRXOG� FRQVWLWXWH� D� PDMRULW\� DQG
EXLOG� D� QHZ� VWDWH�� 7KHLU� QDWLRQDOLVW� VWUDWHJ\� ZDV� QRW� WR
FRQIURQW� DQG� VWUXJJOH� DJDLQVW�RSSUHVVLRQ�DQG� LPSHULDOLVP�
EXW�WR�PDNH�D�EDUJDLQ�ZLWK�LW�DQG�XVH�LW�IRU�WKHLU�RZQ�HQGV�
WR� FUHDWH� D� VWDWH� DQG� D� VRFLHW\�EDVHG�RQ� D� -HZLVK�QDWLRQDO
LGHQWLW\��7R�DFKLHYH�WKLV��WKH�=LRQLVWV�ORRNHG�IRU�DQ�DOOLDQFH
ZLWK� DQ� LPSHULDOLVW� SRZHU� WKDW� FRXOG� GHOLYHU� ZKDW� WKH\
ZDQWHG��SDUWLFXODUO\�WKH�%ULWLVK�(PSLUH�

� 7KH� =LRQLVW� PRYHPHQW� ZDV� QRW� UHOLJLRXV�� $W� LWV
IRXQGDWLRQ�DQG�GXULQJ�LWV�ILUVW�GHFDGHV��=LRQLVWV�VDZ�WKLQJV
SUDJPDWLFDOO\�DQG�SROLWLFDOO\�DERYH�DOO�²�VHHNLQJ�D�WHUULWRU\�
DQ\� WHUULWRU\�� RQ� ZKLFK� WKH\� FRXOG� IRUP� D� VWDWH� DQG
HQFRXUDJH� -HZLVK� PLJUDWLRQ� WKHUH�� 6RPH� SRWHQWLDO
WHUULWRULHV�FRQVLGHUHG�E\�WKH�HDUO\�=LRQLVW�PRYHPHQW�ZHUH
8JDQGD��XQGHU�%ULWLVK�FRQWURO��RU�RQH�RI�WKH�OHVV�SRSXODWHG
FRQWLQXH
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VWDWHV�RI�WKH�86$��7KH�FKRLFH�RI�3DOHVWLQH��ZKLFK�RQO\�ODWHU
EHFDPH� D� YLDEOH� SRVVLELOLW\� WKDQNV� WR� %ULWLVK� LPSHULDOLVP�
FRQYHQLHQWO\� OLQHG� XS� ZLWK� -HZLVK� UHOLJLRXV� KLVWRU\�� EXW
UHOLJLRQ�DQG�WKH�IXOILOOPHQW�RI�UHOLJLRXV�SURSKHF\�RU�GHVWLQ\
ZDV� QHYHU� WKH� SULPDU\� PRWLYDWLRQ� RI� WKH� =LRQLVW
PRYHPHQW��

ͺ

7KH�%HWUD\DO�RI�6KHULI�+XVD\Q�DQG�WKH�0DQGDWH�6\VWHP

$W� WKH� HQG� RI� :RUOG� :DU� ,�� WKH� YLFWRULRXV� SRZHUV�
SULPDULO\� WKH� %ULWLVK� DQG� WKH� )UHQFK�� GLYLGHG� WKH� 0LGGOH
(DVW�DPRQJ�WKHP��7KURXJK�WKH�PHFKDQLVP�RI�WKH�/HDJXH
RI�1DWLRQV��D�IRUHUXQQHU�WR�WKH�8QLWHG�1DWLRQV��WKH�0LGGOH
(DVW�ZDV�GLYLGHG� LQWR�´PDQGDWHV�µ�2IILFLDOO\�� WKH�PDQGDWH
V\VWHP�SXW�WKHVH�WHUULWRULHV�XQGHU�WKH�FRQWURO�RI�(XURSHDQ
VWDWHV�XQWLO�WKH�SHRSOH�ZHUH�FRQVLGHUHG�´PDWXUHµ�HQRXJK�WR
JRYHUQ� WKHPVHOYHV�� 7KLV� FRQGHVFHQGLQJ�� UDFLVW� ODQJXDJH
ZDV�UHDOO\�MXVW�DQ�H[FXVH�IRU�LPSHULDOLVP��7KH�%ULWLVK�WRRN
FRQWURO� RI� WKH� PDQGDWHV� RI� ,UDT�� -RUGDQ�� DQG� 3DOHVWLQH�
ZKLOH�WKH�)UHQFK�ZHUH�DVVLJQHG�/HEDQRQ�DQG�6\ULD�

� � �7KH�%ULWLVK�KDG�QR� OR\DOW\�ZKDWVRHYHU� WR� WKH�$UDEV�RU
WKH� DJUHHPHQW� WKH\� KDG� PDGH�� 6KHULI� +XVD\Q·V� VRQV
$EGXOODK� DQG�)D\VDO� OHG� WKH�$UDE� UHYROW� IURP�����������
XQGHUFXWWLQJ� DQG� KDUDVVLQJ� WKH� 2WWRPDQ� LPSHULDO� IRUFHV
IURP�LQVLGH�WKH�HPSLUH�DQG�ZLQQLQJ�FRQWURO�RI�WKH�$UDELDQ
3HQLQVXOD� IRU� WKH�%ULWLVK�� ,Q������� WKH�$UDE� IRUFHV� VHL]HG
'DPDVFXV� DQG� GHFODUHG� WKH� IRXQGDWLRQ� RI� WKH� $UDE
.LQJGRP��DV�KDG�EHHQ�SURPLVHG�E\�WKH�%ULWLVK��+RZHYHU�
E\�WKDW�WLPH��6\ULD�DQG�/HEDQRQ�KDG�EHHQ�GHFODUHG�SDUW�RI��
WH[W



WKH�)UHQFK�0DQGDWH��DQG� WKH�$UDE�.LQJGRP�ZDV� IRUFLEO\
GLVEDQGHG�E\�)UHQFK�DUWLOOHU\�DV�WKH�%ULWLVK�VWHSSHG�DVLGH�

���7KH�%ULWLVK�IRXQG�WKH�=LRQLVW�PRYHPHQW�XVHIXO�IRU�WKHLU
JRDOV�� ,WV� OHDGHUV� ZHUH� JLYHQ� DGPLQLVWUDWLYH� SRVLWLRQV� DQG
DXWKRULW\� ZLWKLQ� WKH� 3DOHVWLQH� 0DQGDWH�� DQG� WKH� ULJKW� WR
JRYHUQ�WKHVH�FRORQLHV�LQGHSHQGHQWO\��0HDQZKLOH��WKH�$UDE
SRSXODWLRQ�� WKH� 3DOHVWLQLDQV�� ZHUH� VXEMHFWHG� WR� WKH� QHZ
FRORQLDO� DGPLQLVWUDWLRQ�� 7KH� =LRQLVWV� KDG� D� PDMRU
DGYDQWDJH�LQ�UHDOL]LQJ�WKHLU�JRDOV��7KH\�ZHUH�RUJDQL]HG��KDG
D� SROLWLFDO� OHDGHUVKLS� ZLWK� H[WHQVLYH� H[SHULHQFH�� DQG� KDG
DOOLDQFHV�ZLWK�%ULWLVK� LPSHULDOLVP�� 7KH� 3DOHVWLQLDQV� ODFNHG
DQ\WKLQJ� OLNH� WKH� SROLWLFDO� OHDGHUVKLS� RU� DOOLDQFHV� RI� WKH
=LRQLVW�PRYHPHQW�

ͻ

)DVFLVP�DQG�-HZLVK�,PPLJUDWLRQ
8QGHU� WKH� PDQGDWH�� -HZLVK� LPPLJUDWLRQ� WR� 3DOHVWLQH
VWHDGLO\�LQFUHDVHG��2QH�RI�WKH�PDLQ�IDFWRUV�FRQWULEXWLQJ�WR
WKLV� LQFUHDVH�ZDV� WKH� ULVH� RI� DQWL�6HPLWLVP� DQG� IDVFLVP� LQ
(DVWHUQ�(XURSH�DQG�*HUPDQ\��8QWLO�WKH�����V��WKH�ELJJHVW
SROLWLFDO� SDUWLHV� DQG� PRYHPHQWV� LQ� (DVWHUQ� (XURSH� KDG
EHHQ� VRFLDOLVW� ZRUNHUV·� SDUWLHV�� $IWHU� WKH� ZRUNHUV·
UHYROXWLRQ� RI� ����� LQ� 5XVVLD�� ZRUNHUV� LQ� (DVWHUQ�(XURSH
DQG� *HUPDQ\� KDG� DWWHPSWHG� VLPLODU� UHYROXWLRQV�� 7KHVH
UHYROXWLRQV�IDLOHG�WR�WDNH�SRZHU��DQG�RQH�RI�WKH�PDLQ�WRROV
RI� ULJKW�ZLQJ� UHDFWLRQ� WKDW� RSSRVHG� WKHP� ZDV� DQWL�
6HPLWLVP��GLUHFWHG�DW�WKH�UHYROXWLRQDU\�OHIW��PDQ\�RI�ZKRVH
OHDGHUV� ZHUH� RI� -HZLVK� GHVFHQW�� *RYHUQPHQW� UHSUHVVLRQ
ZDV�FRPELQHG�ZLWK�UDFLVW�PRE�YLROHQFH��RU�SRJURPV��$IWHU�



WKH� ULVH�RI�+LWOHU� LQ�*HUPDQ\� LQ������� WKH� VWHDG\� IORZ�RI
-HZLVK� LPPLJUDQWV� WR�3DOHVWLQH�EHFDPH�D� IORRG��)RU�PDQ\
-HZLVK� SHRSOH� ZKR�ZRXOGQ·W� KDYH� FRQVLGHUHG� LW� D� GHFDGH
EHIRUH��=LRQLVW�LPPLJUDWLRQ�LQ�WKH�����V��DQG�HVSHFLDOO\�LQ
WKH� ����V�� EHFDPH� DQ� HVFDSH� URXWH� IURP� WKH� KRUURUV� RI
IDVFLVP�

ͳͲ

� $PRQJ� WKH� $UDE� SRSXODWLRQ� RI� 3DOHVWLQH�� UHVHQWPHQW
WRZDUGV�WKH�%ULWLVK�0DQGDWH�DQG�=LRQLVW�LPPLJUDWLRQ�JUHZ
DV�ZHOO��7KH�=LRQLVW�PRYHPHQW�UHOLHG�RQ�ODQG�SXUFKDVHV�WR
FRQVWUXFW� LWV� FRORQLHV��0RQH\��JDWKHUHG�DPRQJ� WKH� -HZLVK
GLDVSRUD� RU� LQYHVWHG� E\�ZHDOWK\� -HZLVK� EXVLQHVVPHQ��ZDV
XVHG� WR� SXUFKDVH� ODQG�� 7KHQ� 3DOHVWLQLDQ� IDUPHUV�� ZKRVH
IDPLOLHV� KDG� OLYHG� RQ� DQG� IDUPHG� WKH� ODQG� IRU� FHQWXULHV�
ZHUH� NLFNHG� RII� E\� PDQGDWH� SROLFH� WR� PDNH� URRP� IRU
-HZLVK�PLJUDQWV��7KHVH�GLVSODFHPHQWV�� FRPELQHG�ZLWK� WKH
SULYLOHJHG�SRVLWLRQ� LQ�WKH�PDQGDWH�DGPLQLVWUDWLRQ�JLYHQ�WR
=LRQLVWV�� JHQHUDWHG� D� ULVLQJ� FRQVFLRXVQHVV� DPRQJ
3DOHVWLQLDQV� WKDW� WKH� PDQGDWH� ZDV� IDFLOLWDWLQJ� -HZLVK
FRORQL]DWLRQ�DW�WKHLU�H[SHQVH��
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7KH�%ULWLVK�%DODQFLQJ�$FW
,Q� ������ D� FODVK� EURNH� RXW� EHWZHHQ� -HZLVK� DQG� 0XVOLP
ZRUVKLSSHUV� DW� WKH�:HVWHUQ� �:DLOLQJ��:DOO�� D� -HZLVK� KRO\
VLWH� QH[W� WR� WKH� $O�$TVD� 0RVTXH� DQG� WKH� 'RPH� RI� WKH
5RFN�� LPSRUWDQW� 0XVOLP� KRO\� VLWHV�� 7KLV� LQFLGHQW� VHW� LQ
PRWLRQ� D� SDWWHUQ� WKDW� FRQWLQXHV� WRGD\� ²� FODVKHV� RYHU
V\PEROLF� KRO\� VLWHV�� EXW� XQGHUQHDWK� ZH� VHH� WKDW� WKH� UHDO
FRQIOLFW� LV�RYHU�FRQWURO�RI�WKH� ODQG�DQG�WKH�SROLWLFDO� LVVXHV
DW�VWDNH�

���3DOHVWLQLDQ�DQJHU�DW�WKH�%ULWLVK�DQG�=LRQLVWV�JUHZ��DQG�LQ
����������� 3DOHVWLQLDQV� RUJDQL]HG� DQ� XSULVLQJ� DJDLQVW� WKH
%ULWLVK� 0DQGDWH�� 7KLV� UHYROW� ZDV� EUXWDOO\� FUXVKHG� E\� WKH
%ULWLVK� PLOLWDU\� ZLWK� WKH� KHOS� RI� =LRQLVW� PLOLWLDV�� 7KH
=LRQLVW� PRYHPHQW� KDG� QRW� RQO\� EXLOW� FRORQLHV� ZLWK� WKH
KHOS� RI� WKH� %ULWLVK�� WKH\� KDG� XVHG� WKHLU� SRVLWLRQV� LQ� WKH
PDQGDWH� JRYHUQPHQW� WR� DFFHVV� DQG� DFFXPXODWH� ZHDSRQV
DQG� EXLOG� WKHLU� RZQ� DUPHG� IRUFHV� DQG� WKH� ,UJXQ�� WKH
IRUHUXQQHU� RI� WKH� ,VUDHO�'HIHQVH� )RUFH� �,')��� 7KH� ,UJXQ
ZDV�PRELOL]HG�WR�KHOS�SXW�GRZQ�WKH�3DOHVWLQLDQ�UHYROW��7KH
VXUURXQGLQJ� $UDE� UHJLPHV�� OHG� E\� %ULWLVK�� DQG� )UHQFK�
DSSRLQWHG�JRYHUQPHQWV�� VWRRG� DVLGH�RU� JDYH� WDFLW� VXSSRUW
WR�WKH�%ULWLVK�LQ�UHSUHVVLQJ�WKH�UHEHOOLRQ��7KH�OHDGHUV�RI�WKH
UHYROW� ZHUH� HLWKHU� H[HFXWHG� RU� VHQW� LQWR� H[LOH�� RQFH� DJDLQ
GHSULYLQJ�3DOHVWLQLDQV�RI�D�SROLWLFDO�OHDGHUVKLS�

� � 7KH� ���������� UHEHOOLRQ� IDLOHG� LQ� LWV� DLPV�� EXW� LW� KDG
LPSRUWDQW�FRQVHTXHQFHV��7KH�UHEHOOLRQ�PDUNHG�WKH�ELUWK�RI
D� 3DOHVWLQLDQ� QDWLRQDO� PRYHPHQW�� )RU� WKH� ILUVW� WLPH�� DOO
QH[WOLQH



ͳʹ

$UDEV� LQ�3DOHVWLQH�KDG�DFWHG� WRJHWKHU�� LQ� WKHLU�RZQ�QDPH�
DV�3DOHVWLQLDQV��7KH�%ULWLVK�DOVR�IHDUHG�WKH�FRQVHTXHQFHV�RI
FRQWLQXHG� =LRQLVW� LPPLJUDWLRQ�� 7KH� %ULWLVK� JRYHUQPHQW
LVVXHG� WKH� �����:KLWH� 3DSHU� �D� SROLF\� GRFXPHQW��� ZKLFK
OLPLWHG� =LRQLVW� LPPLJUDWLRQ� DQG� SURPLVHG� LQGHSHQGHQFH
IRU� 3DOHVWLQH� ZLWKLQ� WHQ� \HDUV�� 7KH� %ULWLVK� KRSHG� WR
PDLQWDLQ� D� EDODQFH� RI� RSSRVLQJ� IRUFHV� LQ� 3DOHVWLQH� E\
VORZLQJ� WKH�=LRQLVW�FRORQL]DWLRQ� WR�SDFLI\� WKH�3DOHVWLQLDQV
DQG�DYRLG�DQRWKHU�XSULVLQJ�

7KH�&RPPXQLVW�3DUW\�RI�3DOHVWLQH
7KH�-HZLVK�LPPLJUDQWV�DQG�UHIXJHHV�IURP�(DVWHUQ�(XURSH
ZHUH�QRW�DOO�=LRQLVWV��6RPH�FRPPXQLVWV�DQG�UHYROXWLRQDU\
VRFLDOLVWV�IRXQG�WKHPVHOYHV�LQ�3DOHVWLQH��IOHHLQJ�SHUVHFXWLRQ
LQ�(XURSH��7KHVH�UHYROXWLRQDULHV��WUXH�WR�WKHLU�LGHDOV��PDGH
LW�WKHLU�JRDO�WR�FRQQHFW�ZLWK�$UDE�ZRUNHUV�DQG�IDUPHUV��DQG
LQ� WKLV� WKH\�KDG�VRPH�VXFFHVV��7KH�&RPPXQLVW�3DUW\�ZDV
IRXQGHG� LQ� ������ DQG� RUJDQL]HG� SULPDULO\� LQ� WKH� XUEDQ
VHFWRUV�� LQ� WKH� WUDQVSRUWDWLRQ� DQG� SRVWDO� VHUYLFHV� ZKHUH
-HZLVK�DQG�$UDE�ZRUNHUV�ZRUNHG�VLGH�E\�VLGH��,W�ZDV�D�EL�
QDWLRQDO� SDUW\� FRPSRVHG� RI� $UDE� DQG� -HZLVK� DFWLYLVWV�
'XULQJ� WKH� FODVKHV� EHWZHHQ� =LRQLVWV� DQG� WKH
SUHGRPLQDQWO\� 0XVOLP� 3DOHVWLQLDQ� SRSXODWLRQ�� WKH
&RPPXQLVWV� RSSRVHG� WKH� UHOLJLRQ�EDVHG� ILJKWLQJ� DQG
LQVWHDG�SURSRVHG�MRLQW�ZRUNHU�SHDVDQW�DFWLRQV�DJDLQVW�ERWK
WKH�=LRQLVW�HOLWH�DQG�WKH�%ULWLVK��)RU�VRPH�3DOHVWLQLDQV��WKH
&RPPXQLVW�3DUW\�RIIHUHG�D�PHDQV�RI�SROLWLFDO�RUJDQL]DWLRQ�
D� SHUVSHFWLYH� WR� XQGHUVWDQG� DQG� UHVLVW� LPSHULDOLVP�� DQG� D
ZD\� WR� UHODWH� WR� WKH� FRPSOLFDWHG� SKHQRPHQRQ� RI� WKH
=LRQLVW�FRORQL]DWLRQ�



ͳ͵

7KH� &RPPXQLVW� 3DUW\� ZDV� KDPSHUHG� LQ� LWV� DFWLYLWLHV� E\
WZR� HQRUPRXV� SUHVVXUHV�� )LUVW�� WKH� =LRQLVW� FRORQL]DWLRQ
ZDV� LQWROHUDEOH� IRU� PDQ\� -HZLVK� FRPPXQLVWV� ZKR� FRXOG
QRW�VWDQG� WR�EH�FRPSOLFLW� LQ�D�FRORQLDO�SURMHFW��GHSHQGHQW
RQ� %ULWLVK� LPSHULDOLVP�� ZKLFK� ZDV� GLVSODFLQJ� WKH� QDWLYH
SRSXODWLRQ�� 0DQ\� RI� WKHP� OHIW� 3DOHVWLQH�� 7KRVH� ZKR
UHPDLQHG� ZHUH� RIWHQ� WKRVH� ZKR� ZHUH� OHVV� FULWLFDO� RI
=LRQLVP� RU� HYHQ� VRPHZKDW� VXSSRUWLYH� RI� LW�� 6HFRQG�� WKH
SROLF\� RI� WKH� 5XVVLDQ�OHG� &RPPXQLVW� ,QWHUQDWLRQDO
FKDQJHG� DV� 6WDOLQ� FDPH� WR� SRZHU� DW� WKH� KHDG� RI� D
EXUHDXFUDWLF� GLFWDWRUVKLS�� 7KH� IDLOHG� DWWHPSWV� E\� ZRUNHUV
WR� PDNH� UHYROXWLRQV� EH\RQG� 5XVVLD� KDG� OHIW� WKH� 6RYLHW
8QLRQ� LVRODWHG�� SRYHUW\�VWULFNHQ�� DQG� XQGHU� DWWDFN� E\� WKH
LPSHULDOLVW� SRZHUV�� 7KHVH� IDFWRUV� FRPELQHG� WR� IRVWHU� WKH
HPHUJHQFH� RI� D� UHDFWLRQDU\� EXUHDXFUDF\�� 6WDOLQ� DQG� WKH
EXUHDXFUDF\� WUDQVIRUPHG� WKH� &RPPXQLVW� SDUWLHV� RI� WKH
ZRUOG� IURP� LQVWUXPHQWV� RI� FODVV� VWUXJJOH� DQG� UHYROXWLRQ�
LQWR�EDUJDLQLQJ�FKLSV�DQG�SDZQV�LQ�5XVVLDQ�IRUHLJQ�SROLF\�
7KH� &RPPXQLVW� 3DUW\� RI� 3DOHVWLQH� ZDV� XUJHG� WR� VXSSRUW
DQG� FROODERUDWH� ZLWK� =LRQLVP� EHFDXVH� 6WDOLQ� DQG� KLV� FR�
WKLQNHUV�EHOLHYHG�WKH�=LRQLVWV�FRXOG�EH�XVHIXO�DOOLHV��/DWHU�
DV�$UDE� SHRSOH� URVH� XS� LQ� WKH� QDPH� RI�$UDE� QDWLRQDOLVP
DQG�DV�QHZ�VWDWHV�HPHUJHG�LQ�WKH�0LGGOH�(DVW��WKH�5XVVLDQ
EXUHDXFUDF\�SXVKHG�WKH�&RPPXQLVW�3DUW\�WR�VXSSRUW�$UDE
QDWLRQDOLVP� XQFULWLFDOO\�� 7KHUHIRUH�� WKH� &RPPXQLVW� 3DUW\
RI�3DOHVWLQH�VSOLW�LQ�WZR��RQH�SDUW�SUHGRPLQDQWO\�$UDE�DQG
WKH�RWKHU�SUHGRPLQDQWO\� -HZLVK�� DQG�ZRXOG�QHYHU�SUHVHQW
PXFK� PRUH� WKDQ� D� PLOG� FULWLFDO� RSSRVLWLRQ� WR� $UDE
QDWLRQDOLVP�DQG�=LRQLVP��UHVSHFWLYHO\��



ͳͶ

� �1HYHUWKHOHVV�� LW� LV� LPSRUWDQW�WR�PHQWLRQ�WKH�&RPPXQLVW
3DUW\� EHFDXVH� LWV� H[LVWHQFH� VKRZV� WKDW� WKHUH� ZHUH� PDQ\
LQGLYLGXDOV�UHDG\�WR�VHHN�D�GLIIHUHQW�SDWK�WKDQ�QDWLRQDOLVP�
HYHQ� DPRQJ� WKH� -HZLVK� FRORQLVWV�� 6WDOLQLVP� IRUFHG� WKH
&RPPXQLVW� 3DUW\� LQWR� QDWLRQDOLVW� FKDQQHOV�� OLPLWLQJ� LWV
SRVVLELOLWLHV�� EXW� WKH� &RPPXQLVW� SDUWLHV� VWLOO� PDQDJHG� WR
SOD\�DQ�LPSRUWDQW�UROH�LQ�,VUDHO�DQG�DPRQJ�WKH�3DOHVWLQLDQV�
:KLOH� WKH� &RPPXQLVW� 3DUW\� RI� ,VUDHO� KDV� QHYHU� GLUHFWO\
FKDOOHQJHG� WKH�6WDWH�RI� ,VUDHO�� LW� FRQWLQXHV� WR�EH� WKH�PRVW
FRQVLVWHQW�GHIHQGHU�RI�3DOHVWLQLDQ�ULJKWV�DQG�D�SODWIRUP�IRU
3DOHVWLQLDQ� SROLWLFDO� UHSUHVHQWDWLRQ� ZLWKLQ� ,VUDHO�� 7KH
&RPPXQLVW� 3DUW\� RI� 3DOHVWLQH�� WRGD\� NQRZQ� DV� WKH
3HRSOH·V� 3DUW\�� KDV� QHYHU� FKDOOHQJHG� WKH� 3DOHVWLQLDQ
QDWLRQDOLVW� SDUWLHV� IRU� OHDGHUVKLS�� DQG� KDV� JHQHUDOO\
VXSSRUWHG�WKHLU�VWUDWHJ\� WKDW�KDV�EURXJKW�3DOHVWLQLDQV� WR�D
WUDJLF� LPSDVVH�� %XW� WKH� SDUW\� KDV� QHYHU� DEDQGRQHG� WKH
SHUVSHFWLYH�RI�JUDVVURRWV�RUJDQL]LQJ�LQ�IDYRU�RI�D�IRFXV�RQ
DQ�HOLWLVW�PLOLWDU\�RU�WHUURULVW�VWUDWHJ\��

7KH�:DU�� %ULWLVK�:LWKGUDZDO�� DQG� WKH� ����
81�3DUWLWLRQ�3ODQ
'XULQJ�:RUOG�:DU�,,��3DOHVWLQH��DORQJ�ZLWK�,QGLD��,UDQ��DQG
PDQ\� FRXQWULHV� LQ� $IULFD� DQG� $VLD�� EHFDPH� DQ� HVVHQWLDO
VWDJLQJ� JURXQG� IRU� WKH� LPSHULDOLVW� ZDU� HIIRUW�� 7URRSV�
HTXLSPHQW�� DQG� VXSSOLHV� IORZHG� WKURXJK�3DOHVWLQLDQ�SRUWV
DV� WKH�%ULWLVK� DUP\�ZDJHG�ZDU�� 6RPH�3DOHVWLQLDQ� SROLWLFDO
ILJXUHV�� VXFK� DV� WKH� 0XIWL� RI� -HUXVDOHP�� +DM� $PLQ� $O�
+XVVHLQ��VXSSRUWHG�D�*HUPDQ�YLFWRU\�DQG�HYHQ�YLVLWHG�WKH
1D]L� UHJLPH� WR� OHQG� WKHLU� VXSSRUW�� +RZHYHU�� 3DOHVWLQLDQ
QHZOLQH



VXSSRUW� IRU� *HUPDQ\� ZDV� OLPLWHG�� 0DQ\� 3DOHVWLQLDQV�
LQIOXHQFHG� E\� WKH� &RPPXQLVW� 3DUW\�� RSSRVHG� IDVFLVP� RQ
SULQFLSOH�DQG�D�IHZ�KDG�IRXJKW�IDVFLVP�LQ�6SDLQ�DV�SDUW�RI
WKH�&RPPXQLVW�RUJDQL]HG�,QWHUQDWLRQDO�%ULJDGHV�

� � � :LWK� :RUOG� :DU� ,,�� WKH� ZDYH� RI� DQWL�6HPLWLVP� LQ
(XURSH�� ODXQFKHG� E\� WKH� IDVFLVW� PRYHPHQWV� DQG
JRYHUQPHQWV� LQ� (XURSH� DQG� HVSHFLDOO\� WKH� 1D]L� UHJLPH�
UHDFKHG� LWV�EORRG\�FRQFOXVLRQ� LQ� WKH�JHQRFLGDO�+RORFDXVW�
)URP� ����� WR� ������ WKH� *HUPDQ� UHJLPH� PXUGHUHG� VL[
PLOOLRQ�-HZLVK�SHRSOH�DQG�WZHOYH�PLOOLRQ�SHRSOH�WRWDO�LQ�LWV
FRQFHQWUDWLRQ�DQG�IRUFHG�ODERU�FDPSV��8�6��DQG�(XURSHDQ
RIILFLDOV� UHIXVHG� WR�DFFHSW�PRUH� WKDQ� WKH�VPDOOHVW�QXPEHU
RI�WKHP�DV�UHIXJHHV��)RU�H[DPSOH�� LQ�������RI�WKH��������
UHIXJHHV�IURP�*HUPDQ\��PRVWO\�*HUPDQ�-HZV��ZKR�DSSOLHG
IRU� DV\OXP� LQ� WKH�8�6��� RQO\� �������ZHUH� DFFHSWHG�� /DWHU�
WKH�(XURSHDQ�FRXQWULHV�DQG�WKH�8�6��ZRXOG�FODLP�WKDW�WKHLU
VXSSRUW�IRU�WKH�6WDWH�RI�,VUDHO�ZDV�QHFHVVDU\�WR�VXSSRUW�WKH
-HZLVK� VXUYLYRUV� RI� WKH� +RORFDXVW�� ,Q� IDFW�� KRZHYHU�� RQ
EDODQFH��GXULQJ� WKH�+RORFDXVW� WKHVH� FRXQWULHV�GLG� OLWWOH� WR
KHOS�WKH�UHIXJHHV�

� � )RU� PRVW� -HZLVK� UHIXJHHV� HVFDSLQJ� IURP� IDVFLVP�
3DOHVWLQH�ZLWK�LWV�SRRU�HFRQRP\�DQG�LQVWDELOLW\�ZDV�QRW�DQ
DWWUDFWLYH�RSWLRQ��DQG�PDQ\�VRXJKW�UHIXJH�ZKHUH�WKH\�FRXOG
LQ� RWKHU� (XURSHDQ� FRXQWULHV� OLNH� 6ZHGHQ�� 6ZLW]HUODQG�
6SDLQ��3RUWXJDO��DQG�FRXQWULHV�WKURXJKRXW�/DWLQ�$PHULFD�

����'XULQJ�:RUOG�:DU�,,��RQO\��������-HZLVK�UHIXJHHV�FKRVH
WR� IOHH� WR� 3DOHVWLQH�� 1HYHUWKHOHVV�� WKH� KRUURUV� RI� WKH
+RORFDXVW

ͳͷ



+RORFDXVW� JDYH� DQ� H[WUD� LGHRORJLFDO� VXSSRUW� WR� =LRQLVP�
VHHPLQJO\�SURYLQJ� WKH�SRLQW� WKDW� -HZLVK�SHRSOH� FRXOG�QRW
EH�VDIH��H[FHSW�LQ�D�VSHFLILFDOO\�-HZLVK�VWDWH��6LQFH�WKHQ��WKH
+RORFDXVW� KDV� EHHQ� XVHG� DV� D� MXVWLILFDWLRQ� IRU� WKH
FRORQL]DWLRQ� RI� 3DOHVWLQH�� WKH� FULPHV� GRQH� WR� RQH� SHRSOH
MXVWLI\LQJ�WKHLU�FULPHV�DJDLQVW�DQRWKHU�

� � �7KH�%ULWLVK�HPHUJHG�YLFWRULRXV�IURP�WKH�ZDU��DORQJVLGH
WKH� RWKHU� DOOLHG� FRXQWULHV�� )UDQFH�� WKH� 6RYLHW� 8QLRQ�� DQG
WKH� 8QLWHG� 6WDWHV�� +RZHYHU�� WKH� %ULWLVK� HFRQRP\� ZDV
VKDWWHUHG��LWV�PLOLWDU\�IRUFHV�ZHUH�H[KDXVWHG��DQG�SROLWLFDOO\�
WKH� SRSXODWLRQ� LQ� %ULWDLQ� ZDV� RSSRVHG� WR� PDLQWDLQLQJ� D
FRVWO\� RYHUVHDV� HPSLUH�� ,Q� DGGLWLRQ�� PDQ\� SHRSOH� LQ� WKH
FRORQLHV�VDZ�WKH�HQG�RI�WKH�ZDU�DV�DQ�RSSRUWXQLW\�WR�SXVK
IRU�LQGHSHQGHQFH��$IWHU�:RUOG�:DU�,,��WKH�%ULWLVK�SUHSDUHG
WR� VXUUHQGHU� FRQWURO� RI� PDQ\� RI� WKHLU� IRUPHU� WHUULWRULHV�
DPRQJ�WKHP�3DOHVWLQH�

ͳ͸

���7KH�%ULWLVK�FKRVH�WR�XVH�WKH
QHZO\� IRUPHG�8QLWHG�1DWLRQV
DV� D� PHFKDQLVP� WR� IDFLOLWDWH
WKHLU�ZLWKGUDZDO�� ,Q� ������ WKH
8QLWHG�1DWLRQV�UHFRPPHQGHG
D� SDUWLWLRQ� SODQ� WKDW� ZRXOG
GLYLGH� 3DOHVWLQH� LQWR� WZR
FRXQWULHV�� RQH� IRU� WKH� =LRQLVW
FRORQLVWV�DQG�WKH�RWKHU�IRU�WKH
$UDE� 3DOHVWLQLDQV�� 7KLV� SODQ
ZDV� XQDFFHSWDEOH� WR� ERWK
SDUWLHV��IRU�GLIIHUHQW�UHDVRQV�



��$V�RI�������WKHUH�ZHUH�����������$UDEV�OLYLQJ�LQ�3DOHVWLQH
DQG� �������� -HZV�� 7KH� =LRQLVW� FRORQLHV� FRQWUROOHG� MXVW
VHYHQ� SHUFHQW� RI� WKH� WRWDO� ODQG� RI� 3DOHVWLQH�� PRVWO\
DFTXLUHG� E\� ODQG� SXUFKDVHV�� 7KH� SURSRVHG� -HZLVK� VWDWH
EDVHG� RQ� WKH� ����� SODQ� ZRXOG� KDYH� DPRXQWHG� WR� ��
SHUFHQW�RI�WKH�ODQG��D�KDQGRYHU�RI����SHUFHQW�RI�3DOHVWLQH
WR� WKH�=LRQLVWV�� IRU� IUHH��7KH�UHPDLQLQJ����SHUFHQW�ZRXOG
FRQVWLWXWH�D�3DOHVWLQLDQ�VWDWH�

� �)RU�WKH�3DOHVWLQLDQV�� WKLV�SODQ�PHDQW�KDQGLQJ�RYHU�PRUH
WKDQ�KDOI�RI�WKH�WHUULWRU\�LQ�ZKLFK�WKH\�KDG�OLYHG�IRU�RYHU�D
WKRXVDQG�\HDUV��(YHQ�WKH�3DOHVWLQLDQ�HOLWHV�VHOHFWHG�E\�WKH
%ULWLVK� DQG� 81� DJHQWV� WR� UHSUHVHQW� 3DOHVWLQH�� DQG� WKH
OHDGHUV� RI� WKH� $UDE� VWDWHV� FRQWUROOHG� DQG�PDQLSXODWHG� E\
WKH� )UHQFK� DQG� %ULWLVK�� FRXOG� QRW� LPDJLQH� IRUFLQJ� WKLV
VROXWLRQ� RQ� WKH� 3DOHVWLQLDQ� SRSXODWLRQ�� 7KH\� REMHFWHG� WR
WKH� SDUWLWLRQ� SODQ�� ERWK� EHFDXVH� LW� ZRXOG� EHWUD\� WKH
3DOHVWLQLDQV� DQG� EHFDXVH� LW� ZDV� SROLWLFDO� VXLFLGH� IRU� WKHVH
HOLWHV� WR�GR� VR� LQ� IURQW�RI� WKH�SRSXODWLRQV� WKH\�JRYHUQHG�
7KH�3DOHVWLQLDQ�UHSUHVHQWDWLYHV�DQG�WKH�OHDGHUV�RI�WKH�$UDE
VWDWHV� UHIXVHG�� DQG� GHFODUHG� WKH� 81� SODQ� WR� EH� DQ
LQWHUQDWLRQDO� EHWUD\DO� RI� WKH� 3DOHVWLQLDQV� DQG� RI� WKH�$UDE
SHRSOH�DV�D�ZKROH�

���2IILFLDOO\��WKH�=LRQLVW�UHSUHVHQWDWLYHV�WR�WKH�81�DFFHSWHG
WKH� SDUWLWLRQ� SODQ�� +RZHYHU�� DW� WKH� VDPH� WLPH�� ZKLOH� WKH
SDUWLWLRQ�ZDV�EHLQJ�GHEDWHG�LQ�WKH�81��WKH�=LRQLVW�PLOLWDU\
IRUFHV� ZHUH� VXUYH\LQJ� 3DOHVWLQLDQ� YLOODJHV�� LGHQWLI\LQJ
3DOHVWLQLDQ� SROLWLFDO� OHDGHUV� DQG� LQIOXHQWLDO� SHUVRQDOLWLHV�
DQG� SUHSDULQJ� WR� HQDFW� WKHLU� RZQ� SODQ� IRU� WKH� PLOLWDU\
VHL]XUH

ͳ͹



VHL]XUH� DQG� HWKQLF� FOHDQVLQJ� RI� PXFK� PRUH� WKDQ� KDOI� RI
3DOHVWLQH�

� �)LJKWLQJ�EHWZHHQ�3DOHVWLQLDQV�DQG�=LRQLVW�PLOLWLDV�EHJDQ
MXVW� GD\V� DIWHU� WKH� 81� DGRSWHG� WKH� ����� SDUWLWLRQ� SODQ�
=LRQLVW� PLOLWDU\� IRUFHV� LPPHGLDWHO\� EHJDQ� H[SHOOLQJ
3DOHVWLQLDQV� IURP�YLOODJHV� DQG�SXVKLQJ�3DOHVWLQLDQV� WR� IOHH
LQWR� H[LOH�� 3DOHVWLQLDQ� UHVLVWDQFH� ZDV� IUDJPHQWHG� DQG
GLVRUJDQL]HG�� QR� PDWFK� IRU� WKH� ZHOO�WUDLQHG� DQG
LGHRORJLFDOO\�FRPPLWWHG� =LRQLVW� PLOLWLDV�� %\� $SULO�� �����
=LRQLVW�PLOLWDU\�IRUFHV�KDG�VHL]HG�DOO�RI�WKH�WHUULWRU\�DOORWWHG
E\�WKH�SDUWLWLRQ�SODQ�DQG�EHJDQ�DQ�RIIHQVLYH�WR�VHL]H�PRUH
ODQG�

ͳͺ

����� ²� 7KH� ,VUDHOL� ´:DU� RI� ,QGHSHQGHQFHµ
DQG�WKH�3DOHVWLQLDQ�1DNED
2Q� 0D\� ���� ������ =LRQLVW� OHDGHU� 'DYLG� %HQ� *XULRQ
SURFODLPHG�WKH�HVWDEOLVKPHQW�RI� WKH�6WDWH�RI�,VUDHO�RQ�WKH
EDVLV�RI�WKH������81�SDUWLWLRQ�SODQ��7KH�IROORZLQJ�GD\��WKH
%ULWLVK� ZLWKGUHZ� WKHLU� IRUFHV� IURP� 3DOHVWLQH�� 7KH� QHZO\
IRUPHG� 6WDWH� RI� ,VUDHO� IDFHG� D� UHJLRQDO� EDFNODVK�� 7KH
QHLJKERULQJ�$UDE�VWDWHV��6\ULD��(J\SW�� -RUGDQ��DQG�,UDT�DOO
GHFODUHG� ZDU� DJDLQVW� ,VUDHO� DQG� ODXQFKHG� DQ� LQYDVLRQ�
/HEDQRQ�GHFODUHG�ZDU�EXW�GLG�QRW� LQYDGH��2IILFLDOO\� WKHVH
VWDWHV� WRRN� DFWLRQ� WR� ´VDYHµ� WKH� 3DOHVWLQLDQV�� ,Q� IDFW� WKH\
ZHUH� RQO\� ZRUULHG� WR� VDYH� IDFH� LQ� IURQW� RI� WKHLU� RZQ
SRSXODWLRQV�� DQG� WKH� $UDE� VWDWHV·� OHDGHUV� KDG� WKHLU� RZQ
GHVLJQV�RQ�WKH�ODQG�RI�3DOHVWLQH��:KLOH�WKH�ZDU�UDJHG��DQG
ZKLOH� VROGLHUV� GLHG�� WKH� OHDGHUV� RI� WKH� $UDE� VWDWHV� ZHUH
MRFNH\LQJ



MRFNH\LQJ� IRU� SRZHU� DQG� HYHQ� FRQGXFWHG� VHFUHW
FRPPXQLFDWLRQV�ZLWK�,VUDHO�DERXW�KRZ�WR�GLYLGH�3DOHVWLQH
DIWHU�WKH�ZDU�HQGHG�

� � �7KH�SRRUO\� WUDLQHG� DQG�HTXLSSHG�$UDE� DUPLHV�ZHUH�QR
PDWFK�IRU�WKH�GLVFLSOLQHG�DQG�SROLWLFDOO\�PRWLYDWHG�=LRQLVW
PLOLWDU\��7KH�6RYLHW�8QLRQ�KDG�GHFODUHG�LWV�VXSSRUW�IRU�WKH
QHZ�6WDWH�RI�,VUDHO�DQG�KHOSHG�LW�WR�VHFXUH�D�PDVVLYH�DUPV
VKLSPHQW� IURP� &]HFKRVORYDNLD�� %\� ����� WKH� ZDU� HQGHG
ZLWK� D� VHULHV� RI� DUPLVWLFH� DJUHHPHQWV� EHWZHHQ� ,VUDHO� DQG
WKH�$UDE�VWDWHV��:KDW�ZDV�RQFH�3DOHVWLQH�ZDV�QRZ�GLYLGHG
LQWR� WKUHH� SDUWV�� 7KH� QHZ� 6WDWH� RI� ,VUDHO� FRQWUROOHG� ��
SHUFHQW� RI� IRUPHU� 3DOHVWLQH� LQFOXGLQJ� WKH� FRDVW�� DQG� WKH
PRVW� SRWHQWLDOO\� SURILWDEOH� DJULFXOWXUDO� ODQG�� 7KH� VWDWH� RI
-RUGDQ� FRQWUROOHG� (DVW� -HUXVDOHP� DQG� WKH� ROLYH�JURZLQJ
KLOOV� RI� FHQWUDO�3DOHVWLQH�� NQRZQ� DV� WKH�:HVW�%DQN�RI� WKH
-RUGDQ�5LYHU��(J\SW�WRRN�FRQWURO�RI�WKH�FRDVW�DURXQG�*D]D
&LW\�LQ�WKH�VRXWK�RI�3DOHVWLQH�NQRZQ�DV�WKH�*D]D�6WULS��,Q
WKH�HQG��WKHUH�ZDV�QR�3DOHVWLQLDQ�VWDWH�UXQ�E\�3DOHVWLQLDQV
WKHPVHOYHV��DQG�WKHLU�WHUULWRU\�DQG�SRSXODWLRQ�KDG�EHHQ�FXW
LQWR�WKUHH�DQG�GLYLGHG�EHWZHHQ�,VUDHO�DQG�WKH�$UDE�VWDWHV�

� � � 7KHUH� LV� QR� GRXEW� WKDW� WKH� =LRQLVWV� DQG� WKH� QHZO\
IRUPHG� 6WDWH� RI� ,VUDHO� HQJDJHG� LQ� DQ� H[SOLFLW� SROLF\� RI
HWKQLF� FOHDQVLQJ��7KH�=LRQLVW�PLOLWDU\� IRUFHV� HQJDJHG� LQ� D
SV\FKRORJLFDO� WHUURU�FDPSDLJQ��0DVVDFUHV�ZHUH�FDUULHG�RXW
E\� =LRQLVW� IRUFHV� LQ� PDQ\� YLOODJHV�� WKH� PRVW� IDPRXV� RI
ZKLFK�EHLQJ�'D\U�<DVLQ�ZKHUH�����YLOODJHUV�ZHUH�NLOOHG�LQ
FROG� EORRG�� $W� OHDVW� �������� DQG� SHUKDSV� DV� PDQ\� DV� D
PLOOLRQ� 3DOHVWLQLDQV� ZHUH� H[SHOOHG� IURP� 3DOHVWLQH� DQG
IRUFHG

ͳͻ



IRUFHG� LQWR� H[LOH�� )RU� 3DOHVWLQLDQV�� WKLV� IRUFHG� PLJUDWLRQ
DQG� H[LOH� FDPH� WR� EH� NQRZQ� DV� WKH� ´1DNED�µ� WKH� $UDELF
ZRUG�IRU�FDWDVWURSKH�

ʹͲ

3DOHVWLQLDQ� UHIXJHHV� H[LOHG� IURP� D� YLOODJH� QHDU
+DLID�������

7KH� PDMRULW\� RI
3DOHVWLQLDQ� H[LOHV
HQGHG�XS�LQ�-RUGDQ
ZKHUH� WKH� %ULWLVK�
LQVWDOOHG�PRQDUFK\
JUDQWHG� 3DOHVWLQ�
LDQV� -RUGDQLDQ�FLWL�
]HQVKLS� DQG� XVHG
WKH� SRSXODWLRQ
WUDQVIHU� WR� HVW�
DEOLVK�D�ZRUNIRUFH
DQG�FUHDWH�D�EDVLV� IRU�HFRQRPLF�GHYHORSPHQW�RQ�WKH�(DVW
%DQN� RI� WKH� -RUGDQ� 5LYHU�� 2WKHUV� IRXQG� WKHPVHOYHV� LQ
(J\SW�� /HEDQRQ�� DQG� 6\ULD�� $W� WKH� VDPH� WLPH�� �������
3DOHVWLQLDQV� UHPDLQHG� LQ� WKHLU�KRPHV�DQG�EHFDPH�VHFRQG�
FODVV� FLWL]HQV�� FRQVLGHUHG� LQWHUQDO� HQHPLHV� LQ� WKH� QHZO\�
IRUPHG�6WDWH�RI�,VUDHO�

3DOHVWLQH�DQG�WKH�$UDE�1DWLRQ�²�WKH�5LVH�RI
$UDE�1DWLRQDOLVP
7KH�HVWDEOLVKPHQW�RI� WKH�6WDWH�RI� ,VUDHO�DQG� WKH�GHIHDW�RI
WKH� $UDE� DUPLHV� LQ� ����� KDG� SROLWLFDO� UHSHUFXVVLRQV
WKURXJKRXW� WKH� 0LGGOH� (DVW�� ,Q� 6\ULD�� ,UDT�� DQG� (J\SW�
PLOLWDU\� RIILFHUV� ZKR� KDG� ZLWQHVVHG� WKHLU� JRYHUQPHQWV·
LQHIILFLHQF\�DQG�GRXEOH�GHDOLQJ�EHJDQ�WR�TXHVWLRQ�WKH�RUGHU
LPSRVHG�RQ�WKH�0LGGOH�(DVW�E\�%ULWDLQ�DQG�)UDQFH�YLD�WKH
PDQGDWH



PDQGDWH� V\VWHP�� $� QHZ� SROLWLFDO� SKHQRPHQRQ�� $UDE
QDWLRQDOLVP�� HPHUJHG� WR� FKDOOHQJH� LPSHULDOLVP� LQ� WKH
0LGGOH�(DVW�DQG�WKH�FRORQL]DWLRQ�RI�3DOHVWLQH�E\�=LRQLVP�

����,Q�������(J\SWLDQ�PLOLWDU\�RIILFHUV�FDOOLQJ�WKHPVHOYHV�WKH
´)UHH� 2IILFHUV�µ� OHG� E\� IXWXUH� (J\SWLDQ� SUHVLGHQW� *DPDO
$EGHO� 1DVVHU�� ODXQFKHG� D� VXFFHVVIXO� PLOLWDU\� FRXS� WR
RYHUWKURZ� WKH�PRQDUFK\�� 7KLV�PRGHO� ZRXOG� EH� IROORZHG
E\�RIILFHUV�LQ�6\ULD�LQ������DQG�,UDT�LQ�������7KHVH�PLOLWDU\
FRXSV� LQVWDOOHG� QHZ� VWDWHV�� EDVHG� RQ� WKH�PLOLWDU\��ZLWKRXW
DQ\�UHDO�GHPRFUDWLF�VWUXFWXUH��+RZHYHU��WKHVH�UHJLPHV�ZHUH
ZLOGO\� SRSXODU� DQG� VXSSRUWHG� E\� WKH� SRRU� DQG� ZRUNLQJ
SRSXODWLRQ��7KH\�FRQILVFDWHG�WKH�ODQG�RI�WKH�XOWUD�ULFK�DQG
WUDGLWLRQDO� HOLWHV�� WKRVH� ZKR� KDG� FROODERUDWHG� ZLWK
LPSHULDOLVP�� 7KH\� DOVR� GLUHFWO\� VHL]HG� WKH� DVVHWV� RI
LPSHULDOLVP��,Q�(J\SW��1DVVHU·V�UHJLPH�WRRN�FRQWURO�RI�WKH
6XH]�&DQDO�IURP�LWV�%ULWLVK�DQG�)UHQFK�RZQHUV��SXWWLQJ�WKLV
HVVHQWLDO� DUWHU\�� WKURXJK� ZKLFK� VHYHQ� SHUFHQW� RI
LQWHUQDWLRQDO�WUDGH�IORZHG��XQGHU�(J\SWLDQ�FRQWURO��,Q�,UDT�
WKH� UHJLPH�RI�*HQHUDO�4DVVHP�RYHUVDZ� WKH� VHL]XUH�RI�RLO
ILHOGV�WKDW�WKH�%ULWLVK�KDG�H[SORLWHG�VLQFH�������,Q�6\ULD��WKH
QDWLRQDOLVW� UHJLPH� GLYLGHG� ELJ� ODQGKROGLQJV� DQG� WRRN
FRQWURO�RI�LWV�VPDOO�RLO�VHFWRU��7KHVH�UHJLPHV�XVHG�PXFK�RI
WKH�ZHDOWK� IRU� HFRQRPLF� GHYHORSPHQW�� DQG� FUHDWHG� VRFLDO
SURJUDPV�DQG�VXEVLGLHV�WKDW�EHQHILWHG�WKH�SRRU�PDMRULW\�RI
WKH�SRSXODWLRQ�

� � 7KH� VXSSRUWHUV� RI� WKH� QHZ� $UDE� VWDWHV� ZHUH� SXVKHG
IRUZDUG� E\� D� QDWLRQDO� UHYROW� VZHHSLQJ� WKH� $UDELDQ
3HQLQVXOD� DQG� 1RUWK� $IULFD� ²� $UDE� QDWLRQDOLVP�� 7KH
QDWLRQDOLVW

ʹͳ



QDWLRQDOLVW�UHJLPHV�URGH�D�ZDYH�RI�UHYROW�E\�WKH�SRSXODWLRQ
VHHNLQJ�WR�RYHUWKURZ�WKH�UHJLPHV�WKDW�ZHUH�FRPSOLFLW�ZLWK
LPSHULDOLVP��WKDW�KDG�DOORZHG�HWKQLF�FOHDQVLQJ�DQG�H[LOH�RI
WKH�3DOHVWLQLDQ�$UDEV��:KDW·V�PRUH�� WKH\�ZDQWHG� WR� XQGR
WKH� PDQGDWH� V\VWHP� DQG� XQLI\� WKH� $UDE� ZRUOG�� LQFOXGLQJ
3DOHVWLQH��LQ�D�VWDWH�RU�FRQIHGHUDWLRQ�RI�VWDWHV�UHSUHVHQWLQJ
DOO� RI� WKH� $UDE� SHRSOH�� )RU� WKH� 3DOHVWLQLDQV�� $UDE
QDWLRQDOLVP� JHQHUDWHG� D� JUHDW� KRSH� WKDW� WKH� $UDE� SHRSOH
ZRXOG� XQLI\�� DQG� WKDW� WKH� QHZ� $UDE� QDWLRQDOLVW� OHDGHUV
ZRXOG�OHDG�D�VXFFHVVIXO�VWUXJJOH�DJDLQVW�,VUDHO�DQG�KHOS�WKH
3DOHVWLQLDQV�UHWXUQ�WR�WKHLU�ODQGV��7KH\�ORRNHG�WR�WKH�$UDE
VWDWHV�� SULPDULO\� (J\SW�� IRU� OHDGHUVKLS� DQG� D� VWUDWHJ\� WR
VWUXJJOH� IRU� WKHLU� ULJKW� WR� UHWXUQ�� LGHDOO\� DV� SDUW� RI� D� QHZ
XQLILHG�$UDE�0LGGOH�(DVW�

ʹʹ

$UDE�1DWLRQDOLVP��,VUDHO��DQG�WKH�&ROG�:DU
7KH�$UDE� QDWLRQDOLVW� UHJLPHV�ZHUH� ERUQ�� DOUHDG\� VHW� RQ� D
FROOLVLRQ�FRXUVH�ZLWK�WKH�QHZ�6WDWH�RI�,VUDHO��DQG�ZLWK�WKH
8QLWHG� 6WDWHV��ZKLFK�ZDV� HPHUJLQJ� DV� WKH� QHZ�� GRPLQDQW
LPSHULDOLVW� IRUFH� LQ� WKH� 0LGGOH� (DVW� DIWHU� %ULWLVK
ZLWKGUDZDO�� 7KH� $UDE� SHRSOH� ZDQWHG� FRQWURO� RI� WKHLU
UHJLRQ·V�UHVRXUFHV�DQG�WR�FKDOOHQJH�,VUDHO�IRU�LWV�FRORQLDOLVW
FULPHV� DJDLQVW� WKH� 3DOHVWLQLDQV��1HZ� WHQVLRQV� HPHUJHG� DV
WKH�$UDE�QDWLRQDOLVW�UHJLPHV�VRXJKW�WHFKQLFDO�DQG�ILQDQFLDO
VXSSRUW�IURP�RQH�RI�WKH�RQO\�LQWHUQDWLRQDO�SRZHUV�DW�OHDVW
QRPLQDOO\� RSSRVHG� WR� LPSHULDOLVP�� WKH� 6RYLHW� 8QLRQ�� $V
WKH� $UDE� QDWLRQDOLVW� UHJLPHV� WXUQHG� WRZDUGV� WKH� 8665�
,VUDHO� EHFDPH� D� XVHIXO� WRRO� IRU� LPSHULDOLVP� WR� FKDOOHQJH�
FRQWURO��DQG�XOWLPDWHO\�FUXVK�$UDE�QDWLRQDOLVP�



ʹ͵

����7KH�LPSHULDOLVW�SRZHUV��OHG�E\�WKH�8QLWHG�6WDWHV��ELWWHUO\
RSSRVHG�WKH�$UDE�QDWLRQDOLVW�UHJLPHV��$IWHU�VHL]LQJ�SRZHU
LQ� ������ WKH� (J\SWLDQ� UHJLPH� OHG� E\� 1DVVHU� ZDV� GHQLHG
ORDQV� IRU� WKH� GHYHORSPHQW� RI� K\GURHOHFWULF� GDPV� E\� WKH
8�6��1DVVHU·V�(J\SW�WXUQHG�WR�WKH�6RYLHW�8QLRQ��ZKLFK�ZDV
PRUH�WKDQ�ZLOOLQJ�WR�SURYLGH�DLG�DQG�ZLQ�D�SRZHUIXO�DOO\�LQ
WKH�0LGGOH�(DVW��7HQVLRQV�JUHZ�HYHQ�PRUH� LQWHQVH�ZKHQ�
LQ�������(J\SW�VHL]HG�FRQWURO�RI�WKH�6XH]�&DQDO��7KH�FDQDO�
FRQVWUXFWHG� E\�)UHQFK� DQG�%ULWLVK� FDSLWDOLVWV�ZLWK� WKH� DLG
RI� WKHLU� JRYHUQPHQWV� LQ� ������ LV� D� YLWDO� DUWHU\� IRU
LQWHUQDWLRQDO� WUDGH�� 7R� WKLV� GD\�� VHYHQ� SHUFHQW� RI� JOREDO
WUDGH��DQG�DV�PXFK�DV� WHQ�SHUFHQW�RI�SHWUROHXP�SURGXFWV�
WUDYHO�WKURXJK�WKH�6XH]�&DQDO�WR�WKH�ZRUOG�PDUNHW�

� � :LWK� WKH� VXSSRUW� RI� WKH� )UHQFK� DQG� %ULWLVK�� ,VUDHO
ODXQFKHG� DQ� LQYDVLRQ� RI� (J\SW� LQ� ������ :KLOH� 1DVVHU·V
UHJLPH

*DPDO�$EGHO�1DVVHU��SUHVLGHQW�RI�(J\SW��DGGUHVVLQJ�D�KXJH�FURZG�LQ�&DLUR��DIWHU
KH�ZDV�HOHFWHG�WKH�ILUVW�SUHVLGHQW�RI�WKH�8QLWHG�$UDE�5HSXEOLF��������



UHJLPH� HQMR\HG� ZLGHVSUHDG� VXSSRUW�� LW� ZDV� PLOLWDULO\� QR
PDWFK�IRU�,VUDHO��:LWK�,VUDHOL�WDQNV�DW�WKH�JDWHV�RI�&DLUR��LW
VHHPHG�WKDW�1DVVHU·V� UHJLPH�ZRXOG�EH�RYHUWKURZQ��7KHQ�
WKH�6RYLHW�8QLRQ�DQQRXQFHG�WKDW�LI�WKH�ZDU�FRQWLQXHG��WKH
:HVW�FRXOG�H[SHFW�D�6RYLHW�QXFOHDU�VWULNH�LQ�LWV�PDMRU�FLWLHV
VXFK� DV� 3DULV� DQG� /RQGRQ�� )UDQFH�� %ULWDLQ�� DQG� ,VUDHO�
XQGHU� SUHVVXUH� IURP� WKH� 8QLWHG� 6WDWHV�� EDFNHG� RII� DQG
DFFHSWHG�GHIHDW�

� � � 7KH� ����� 6XH]� &ULVLV� HQGHG� LQ� YLFWRU\� IRU� (J\SW�� DQG
$UDE� QDWLRQDOLVP� UHFHLYHG� D� SRZHUIXO� ZDYH� RI� VXSSRUW�
%XW��WKH�$UDE�QDWLRQDOLVW�UHJLPHV�ZHUH�XQDEOH�WR�ULVH�WR�WKH
GHPDQGV�RI�WKH�$UDE�PDVVHV�IRU�XQLILFDWLRQ�DQG�FRQFHUWHG
DFWLRQ��(YHQ�WKRXJK�WKH�$UDE�QDWLRQDOLVWV�URGH�WKH�ZDYH�RI
SRSXODU� UHYROW�� WKHLU� UHJLPHV� ZHUH� URRWHG� LQ� WKH� PLOLWDU\
DQG�FUHDWHG�QHZ�HOLWHV�ZLWK�YHVWHG�LQWHUHVWV��7KH�(J\SWLDQ�
6\ULDQ�� DQG� ,UDTL� JRYHUQPHQWV� SDLG� OLS�VHUYLFH� WR� WKH� LGHD
RI� XQLILFDWLRQ�� IRUPLQJ� D� ORRVH� FRQIHGHUDWLRQ�� WKH�8QLWHG
$UDE� 5HSXEOLF�� ,Q� IDFW�� WKH\� ZHUH�PXFK�PRUH� FRQFHUQHG
ZLWK� FRQVROLGDWLQJ� WKHLU� RZQ� SRZHU� DQG� FRPSHWLQJ� ZLWK
RQH� DQRWKHU� IRU� UHVRXUFHV� DQG� LQIOXHQFH�� 7KH� LPSXOVH� RI
WKH� PDVVHV� RI� $UDELF�VSHDNLQJ� SHRSOH� WR� XQLI\� ZDV
XQGHUPLQHG� E\� WKH� FODVV� LQWHUHVWV� RI� WKH� QHZ� HOLWHV� ZKR
ZHUH�QHYHU�JRLQJ�WR�GHOLYHU�RQ�WKH�XQLW\�WKH\�SURPLVHG�

ʹͶ

7KH������:DU�DQG�WKH�3/2
7KH� 3DOHVWLQLDQV� ZHUH� GHHSO\� LQVSLUHG� E\� DQG� LQYHVWHG� D
JUHDW� GHDO� RI� KRSH� LQ� $UDE� QDWLRQDOLVP�� ,I� 1DVVHU� FRXOG
GHIHDW�,VUDHO�LQ������GXULQJ�WKH�6XH]�&ULVLV��SHUKDSV�(J\SW
ZRXOG



ZRXOG�EH�DEOH�WR�XOWLPDWHO\�GHIHDW�,VUDHO��OLEHUDWH�3DOHVWLQH�
DQG�UHWXUQ�WKH�UHIXJHHV�WR�WKHLU�ODQGV��%XW�3DOHVWLQLDQV�GLG
QRW� VLPSO\� VLW� EDFN� DQG� ZDLW� WR� EH� OLEHUDWHG�� ,QVSLUHG� E\
$UDE� QDWLRQDOLVP�� 3DOHVWLQLDQV� RUJDQL]HG� WKHPVHOYHV�� ,Q
������ WKH� 3DOHVWLQH� /LEHUDWLRQ� 2UJDQL]DWLRQ� �3/2�� ZDV
HVWDEOLVKHG� LQ� FRQQHFWLRQ� ZLWK� WKH� $UDE� QDWLRQDOLVW
UHJLPHV�� 7KH� 3/2� ZDV� HVWDEOLVKHG� DV� D� FRDOLWLRQ� RI
3DOHVWLQLDQ�QDWLRQDOLVW�SDUWLHV� OHG�E\�<DVVHU�$UDIDW·V�)DWDK
SDUW\�

ʹͷ

<DVVHU�$UDIDW�LQ�'DPDVFXV��������

� � � 3/2� IRUFHV�� RUJDQL]HG� LQ� WKH� UHIXJHH� FDPSV� LQ� 6\ULD�
-RUGDQ�� DQG� /HEDQRQ�� ZHUH� D� FKDOOHQJH� WR� WKH� $UDE
UHJLPHV�� :KLOH� WKH� QHZ� HOLWHV� RI� $UDE� QDWLRQDOLVP� ZHUH
FRQVROLGDWLQJ� WKHLU� SRZHU�� WKH� 3DOHVWLQLDQ� UHIXJHHV�
HQMR\LQJ�JUHDW�V\PSDWK\�ZLWK�SRRU�DQG�ZRUNLQJ�SHRSOH� LQ
WKH� KRVW� FRXQWULHV�� GHPDQGHG� WKDW� WKH� $UDE� QDWLRQDOLVWV
WDNH�DFWLRQ�WR�VXSSRUW�3DOHVWLQH�DQG�OLYH�XS�WR�WKHLU�VWDWHG
JRDOV� RI� OLEHUDWLQJ� WKH�$UDE�SHRSOH�� 3/2�JXHUULOOD� DWWDFNV
DJDLQVW



DJDLQVW�,VUDHO�OHG�WR�FRQVWDQW�ERUGHU�FRQIOLFWV�

� � 7KH� VLWXDWLRQ� ZDV� SULPHG� WR� H[SORGH�� ,VUDHOL� WURRSV
FODVKHG�ZLWK�3DOHVWLQLDQ�JXHUULOODV�DQG�ZLWK�PLOLWDU\� IRUFHV
RQ� WKH� ERUGHUV� RI� -RUGDQ�� 6\ULD�� DQG� (J\SW�� 7KH� $UDE
UHJLPHV� IHOW� D� JURZLQJ�SUHVVXUH� IURP� WKHLU�SRSXODWLRQV� WR
FRQIURQW� ,VUDHO� DQG� GR� VRPHWKLQJ� IRU� WKH�3DOHVWLQLDQV�� ,Q
������ (J\SW� FORVHG� WKH� 6XH]�&DQDO� WR� ,VUDHOL� WUDGH�� ,VUDHO
UHDFWHG�ZLWK�RYHUZKHOPLQJ�PLOLWDU\�IRUFH��LQ�ZKDW�FDPH�WR
EH�FDOOHG�WKH������RU�6L[�'D\�:DU�

� � � 7KH� $UDE� VWDWHV� ZHUH�� RQFH� DJDLQ�� QR� PDWFK� IRU� WKH
,VUDHOL�PLOLWDU\��7KH�$UDE�VWDWHV·�PLOLWDU\�HIIRUWV�ZHUH�DJDLQ
KDPSHUHG� E\� WKH� GLVXQLW\� DQG� VHOI�LQWHUHVW� RI� WKH� UXOLQJ
HOLWHV�ZKR� UDQ� WKHP�� DQG� WKLV� WLPH� WKH� 6RYLHW�8QLRQ�ZDV
QRW� UHDG\� WR� WKUHDWHQ� QXFOHDU� ZDU�� 7KH� $UDE� VWDWHV�
HVSHFLDOO\� (J\SW�� ZHUH� FUXVKHG�� 7KLV� GHIHDW� GHOLYHUHG� D
WHUULEOH� EORZ� WR� WKH� $UDE� QDWLRQDOLVW� LGHD�� DORQJ� ZLWK� WKH
FRQILGHQFH�WKDW�3DOHVWLQLDQV�DQG�RWKHU�$UDE�SHRSOH�SXW� LQ
WKH�$UDE�QDWLRQDOLVW�UHJLPHV�

����7KH������ZDU�KDG�DQRWKHU�FRQVHTXHQFH��,Q�WKH�QDPH�RI
VHFXULQJ�LWV�ERUGHUV��,VUDHO�EHJDQ�LWV�PLOLWDU\�RFFXSDWLRQ�RI
*D]D�DQG�WKH�:HVW�%DQN�RI�WKH�-RUGDQ�5LYHU��,Q�DGGLWLRQ�
,VUDHO�DQQH[HG�WKH�*RODQ�+HLJKWV�RQ�LWV�1RUWKHDVW�ERUGHU
ZLWK� 6\ULD�� 7KLV� EHJDQ� WKH� PLOLWDU\� RFFXSDWLRQ� ZKLFK
JHQHUDWLRQV� RI� 3DOHVWLQLDQV� KDYH� VXIIHUHG� HYHU� VLQFH�� 7KLV
RFFXSDWLRQ��FDUULHG�RXW�LQ�WKH�QDPH�RI�PLOLWDU\�DQG�VHFXULW\
REMHFWLYHV�� LV�DFWXDOO\� MXVW�DQ�H[WHQVLRQ�RI�WKH�FRORQL]DWLRQ
SUHSDUHG�E\� WKH�=LRQLVW�PRYHPHQW� DQG� ODXQFKHG� LQ� ����
ZLWK

ʹ͸



ZLWK� WKH� ELUWK� RI� WKH� 6WDWH� RI� ,VUDHO�� 7KH� RFFXSDWLRQ� KDV
SURYHG� WR� EH� MXVW� D�PHDQV�RI� IXUWKHULQJ� WKH� FRORQL]DWLRQ�
HWKQLF� FOHDQVLQJ�� DQG� JHQRFLGDO� UHSODFHPHQW� RI� WKH
3DOHVWLQLDQ�SHRSOH��

ʹ͹

7KH� 8�6�� DQG� WKH� ´6SHFLDO� 5HODWLRQVKLSµ
ZLWK�,VUDHO
7KH� 8�6�� KDG� UHSODFHG� %ULWDLQ� DV� WKH� SULPDU\� LPSHULDOLVW
SRZHU�LQ�WKH�UHJLRQ�DQG�ZDV�GHHSO\�WURXEOHG�E\�WKH�6RYLHW�
DOLJQHG�$UDE�QDWLRQDOLVW� VWDWHV� WKDW�KDG�FRPH� WR�SRZHU� LQ
WKH� 0LGGOH� (DVW� GXULQJ� WKH� ����V� DQG� ����V�� 8�6�� RLO
LQWHUHVWV�KDG�JURZQ� LPPHQVHO\� WKURXJK�DOOLDQFHV�ZLWK�RLO�
SURGXFLQJ� VWDWHV�� LQFOXGLQJ� ,UDQ� DQG�RWKHUV� LQ� WKH�3HUVLDQ
*XOI��0RUH�EURDGO\��DURXQG�WKH�ZRUOG��QDWLRQDOLVW� UHJLPHV
DQG� UHYROXWLRQDU\� PRYHPHQWV� ZHUH� FKDOOHQJLQJ
LPSHULDOLVP�� 7KH� 9LHWQDPHVH� 1DWLRQDO� /LEHUDWLRQ� )URQW
�1/)�� ZDV� LQ� WKH� PLGVW� RI� LWV� GHFDGHV�ORQJ� ZDU� DJDLQVW
)UHQFK� DQG� 8�6�� LPSHULDOLVP�� 7KH� SHRSOH� RI� &KLQD� DQG
&XED� KDG� ZDJHG� VXFFHVVIXO� UHYROXWLRQV� IRU� QDWLRQDO
LQGHSHQGHQFH� ZKRVH� UHYHUEHUDWLRQV� ZHUH� IHOW� DURXQG� WKH
ZRUOG�
,VUDHO·V� DELOLW\� WR� GHOLYHU� D� GHIHDW� WR� (J\SW�� WKH� OHDGLQJ
QDWLRQDOLVW� UHJLPH� LQ� WKH�0LGGOH� (DVW�� ZDV� UHFRJQL]HG� E\
8�6�� SROLWLFLDQV� IRU� LWV� XWLOLW\� WR� 8�6�� LQWHUHVWV�� $IWHU� WKH
�����ZDU��8�6��PLOLWDU\�DLG�WR�,VUDHO�PRUH�WKDQ�WULSOHG�IURP
VHYHQ�PLOOLRQ�GROODUV� WR����PLOOLRQ�GROODUV�SHU� \HDU��:KLOH
WKH� QXPEHUV� ZHUH� LQLWLDOO\� TXLWH� VPDOO�� WKH\� KDYH� RQO\
JURZQ� VLQFH� ������ 7RGD\�� ,VUDHO� UHFHLYHV� DQ� DQQXDO� ����
ELOOLRQ� LQ�PLOLWDU\� DLG� RU� ��� SHUFHQW� RI� LWV�PLOLWDU\� EXGJHW
IURP



IURP� WKH�8�6���7KH� ,VUDHOL� VWDWH�� GXH� WR� LWV� FRORQLDO�VHWWOHU
QDWXUH��LV�VHW�LQ�SHUPDQHQW�FRQIOLFW�ZLWK�WKH�$UDE�PDMRULW\
RI� WKH� 0LGGOH� (DVW�� -XVW� DV� WKH� %ULWLVK� XVHG� WKH� =LRQLVW
PRYHPHQW� WR� FRQWURO� 3DOHVWLQH�� WKH� 8�6�� HPSLUH� IXQGV
,VUDHO�� NQRZLQJ� ,VUDHO� ZLOO� DFW� DV� D� UHOLDEOH� ´FRS� RQ� WKH
EHDW�µ�DV�RQH�8�6�RIILFLDO�GHVFULEHG�LW�

ʹͺ

7KH� )DLOXUH� RI� $UDE� 1DWLRQDOLVP� DQG� WKH
5LVH�RI�WKH�3/2
7KH� ����� ZDU� PDUNHG� D� WXUQLQJ� SRLQW� LQ� 3DOHVWLQLDQ
SROLWLFV�� 7KH� GHIHDW� RI� (J\SW� DQG�$UDE� QDWLRQDOLVP�PRUH
EURDGO\� LQ������OHG�WKH�3DOHVWLQLDQV�WR�WDNH�DFWLRQ�LQ�WKHLU
RZQ� QDPH�� DQG� ZLWK� WKHLU� RZQ� VWUDWHJ\�� 7KH� 3/2�
RULJLQDOO\�HVWDEOLVKHG�DV�D�VXSSRUW�IRU�$UDE�QDWLRQDOLVP�DQG
WKH�(J\SWLDQ� UHJLPH��ZDV� WDNHQ�RYHU�E\� D�QHZ�JHQHUDWLRQ
RI� 3DOHVWLQLDQ� OHDGHUV� DQG� RUJDQL]DWLRQV�� DQG� EHFDPH� DQ
LQGHSHQGHQW�FRDOLWLRQ�RI�3DOHVWLQLDQ�SROLWLFDO�SDUWLHV�WDNLQJ
DFWLRQ�RQ�WKHLU�RZQ�LQLWLDWLYH�

� � 7KH� 3/2� ZDV� DQ� XPEUHOOD� FRDOLWLRQ�� ZLWK� WKH
SUHGRPLQDQW�SDUW\�EHLQJ�)DWDK��$UDELF�IRU�´WKH�RSHQLQJµ�
OHG�E\�<DVVHU�$UDIDW��7KH�OHDGHUV�RI�)DWDK�ZHUH�LQVSLUHG�E\
WKH�$UDE�QDWLRQDOLVW�PRYHPHQW�DQG�ZHUH� VRPH�RI� LWV� ILUVW
VXSSRUWHUV� LQ�3DOHVWLQH��:KLOH� WKH\�ZHUH� IUXVWUDWHG�E\� WKH
GHIHDW�RI�������WKH\�KDG�QRW�JLYHQ�XS�KRSH�RI�$UDE�XQLW\
LQ� WKH� VWUXJJOH� DJDLQVW� ,VUDHO� DQG� LPSHULDOLVP�� 7KHLU
SHUVSHFWLYH� ZDV� WKH� ´VWUDWHJ\� RI� HQWDQJOHPHQW�µ� WR� ZDJH
JXHUULOOD�DWWDFNV�RQ�,VUDHO·V�ERUGHUV��WR�IUXVWUDWH�DQ\�DWWHPSW
WR�QRUPDOL]H�$UDE� UHODWLRQV�ZLWK� ,VUDHO�� DQG� WR� LQVWLJDWH� D
QHZ



QHZ�UHJLRQDO�ZDU� WKDW�PLJKW�EULQJ�6RYLHW�SUHVVXUH� WR�EHDU
DQG�OLEHUDWH�3DOHVWLQH�LQ�WKH�SURFHVV��

� � � �,URQLFDOO\��ZKLOH�WKH�3/2�WRRN�3DOHVWLQLDQ�PDWWHUV� LQWR
LWV�RZQ�KDQGV��LWV�SHUVSHFWLYH��OHG�E\�)DWDK��ZDV�VWLOO�WR�UHO\
RQ�WKH�$UDE�VWDWHV�ZKRVH�UXOLQJ�FODVVHV��GHVSLWH�OLS�VHUYLFH
WR� $UDE� QDWLRQDOLVP�� KDG� FRQVLVWHQWO\� IDLOHG� WR� XQLI\� DQG
FRQIURQW� ,VUDHO�� 7KLV�PHDQW� WKDW�� ZKLOH� 3DOHVWLQLDQV�PDGH
XS�VLJQLILFDQW�UHIXJHH�FRPPXQLWLHV� LQ�6\ULD��/HEDQRQ��DQG
-RUGDQ�� WKH� 3/2� GLVFRXUDJHG� PDNLQJ� DQ\� FULWLFLVP� RU
FKDOOHQJH�WR�WKH�UXOLQJ�UHJLPHV�LQ�WKRVH�VWDWHV�

� � � )DWDK� ZDV� WKH� UXOLQJ� SDUW\� LQ� WKH� 3/2� DQG� LWV� SROLF\
SUHGRPLQDWHG�� 2WKHU� SDUWLHV� WKDW� PDGH� XS� WKH� 3/2�� WKH
3RSXODU� )URQW� IRU� WKH� /LEHUDWLRQ� RI� 3DOHVWLQH� DQG� WKH
'HPRFUDWLF�)URQW�IRU�WKH�/LEHUDWLRQ�RI�3DOHVWLQH��WRRN�RQ
D�PRUH�OHIW�ZLQJ�SRVLWLRQ��7KH\�WDONHG�DERXW�FDSLWDOLVP�DQG
WKH�QHHG�IRU�VRFLDOLVP��DQG�ZHUH�PRUH�FULWLFDO�RI�WKH�$UDE
VWDWHV� WKDQ� )DWDK� ZDV�� EXW� XOWLPDWHO\� WKH� 3/2� ZDV
FRQWUROOHG� E\� )DWDK�� DQG� IROORZHG� )DWDK·V� SROLF\�� 7KH
3DOHVWLQH� &RPPXQLVW� 3DUW\� PDLQWDLQHG� VXSSRUW� IRU� WKH
3/2�� EXW� ZDV� QHLWKHU� D� SDUW� RI� LW� XQWLO� ������ QRU� D
SDUWLFLSDQW�LQ�WKH�JXHUULOOD�VWUXJJOH�RI�WKH�3/2�

����,Q�������WKH�8QLWHG�1DWLRQV�SDVVHG�UHVROXWLRQ������7KLV
UHVROXWLRQ�FDOOHG�IRU�D�ZLWKGUDZDO�RI�,VUDHOL�WURRSV�IURP�WKH
RFFXSLHG�WHUULWRULHV�DQG�SHDFH�EHWZHHQ�,VUDHO�DQG�WKH�$UDE
VWDWHV�� 5HVROXWLRQ� ���� VD\V� QRWKLQJ� DERXW� 3DOHVWLQLDQV·
SROLWLFDO� ULJKWV� RU� QDWLRQDO� ULJKWV�� ,W� RQO\� FDOOV� IRU� D� ´MXVW
VHWWOHPHQWµ�WR�WKH�´UHIXJHH�SUREOHP�µ

ʹͻ



7KH�3/2� UHMHFWHG�81� UHVROXWLRQ� ���� EHFDXVH� LW� JDYH� QR
SURPLVHV�RU�JXDUDQWHHV�WR�WKH�3DOHVWLQLDQV��DQG�LPSOLHG�WKDW
ZKLOH� WKH������ FRQTXHVW�RI�3DOHVWLQLDQ� ODQG�E\� ,VUDHO�ZDV
XQMXVW��WKH������FRQTXHVW�RI�3DOHVWLQLDQ�ODQG�E\�,VUDHO�ZDV
DQ� HVWDEOLVKHG� IDFW�� 7KH� 3/2� LQVWHDG� SURSRVHG� D� VLQJOH�
GHPRFUDWLF� VWDWH� ZLWKLQ� WKH� IRUPHU� PDQGDWH� ERUGHUV� RI
3DOHVWLQH��

͵Ͳ

%ODFN� 6HSWHPEHU� DQG� WKH� /HEDQHVH� &LYLO
:DU
:KLOH� WKH� 3/2� ZDV
FDUHIXO� QRW� WR� FULWLFL]H
WKH� $UDE� VWDWHV�� WKH
IORXULVKLQJ� RI� 3/2
RUJDQL]DWLRQV� DQG� DFW�
LYLWLHV� LQ� WKH� UHIXJHH
FDPSV��DQG�WKH�DWWDFNV
RQ�,VUDHO��ZHUH�IHOW�DV�D
WKUHDW�E\�QHLJKERULQJ

)DWDK� JXHUULOOD� ILJKWHUV� DW� D� UDOO\� LQ� %HLUXW�
/HEDQRQ��������

$UDE� VWDWHV�� ,Q� ������ -RUGDQ� VHQW� LWV� PLOLWDU\� LQWR� WKH
3DOHVWLQLDQ�FDPSV��7KRXVDQGV�ZHUH�NLOOHG��DQG�WKH�3/2��LWV
RUJDQL]DWLRQV�� DQG� LWV� LQIUDVWUXFWXUH� ZHUH� VHYHUHO\
ZHDNHQHG��7KH�3/2�OHIW�-RUGDQ�DQG�UH�HVWDEOLVKHG�LWVHOI�LQ
WKH� UHIXJHH� FDPSV� LQ� 6RXWKHUQ� /HEDQRQ� ZKHUH� WKH� 3/2
UHVXPHG�LWV�DFWLYLWLHV�

� � �7KH�3/2�IDFHG�PRUH�GLIILFXOWLHV� LQ�/HEDQRQ��/HEDQRQ
ZDV��DQG�VWLOO� LV��D�GHHSO\�XQHTXDO�VRFLHW\�GLYLGHG�EHWZHHQ
WKH�ULFK�DQG�SRRU�RQ�WKH�RQH�KDQG��DQG�WKHQ�GLYLGHG�LQWR
UHOLJLRXV



UHOLJLRXV� FRPPXQLWLHV�� HDFK� OHG� E\� WUDGLWLRQDO� HOLWHV�
MRFNH\LQJ� IRU� SRZHU� ZLWKLQ� WKH� V\VWHP�� 7KH� VWUXFWXUH� RI
JRYHUQPHQW� VHW� XS� E\� WKH� )UHQFK� LQ� /HEDQRQ� GXULQJ� WKH
PDQGDWH�SHULRG�ZDV�GHVLJQHG�WR�SOD\�RQH�JURXS�RII�RI�WKH
RWKHU�� DQG� WR� SXW� WKH� &DWKROLF� SRSXODWLRQ�� WKH� 0DURQLWH
&KULVWLDQV��RQ�WRS�ZLWK�KDOI�RI�WKH�VHDWV�LQ�WKH�JRYHUQPHQW
DQG�WKH�SUHVLGHQF\�JXDUDQWHHG��7KLV�ZDV�VHW�XS��EDVHG�RQ�D
SRSXODWLRQ� FHQVXV� IURP� ����� LQ� ZKLFK� &KULVWLDQV� ZHUH
IRXQG� WR� EH� D� VOLP� PDMRULW\�� %\� ������ &KULVWLDQV� DQG
0XVOLPV�IURP�WKH�6XQQL�DQG�WKH�6KLD�VHFWV�HDFK�PDGH�XS
URXJKO\� D� WKLUG� RI� WKH� SRSXODWLRQ�� DQG� WKH� FRPPXQDO
SRZHU�LPEDODQFH�KDG�EHFRPH�D�FRQVWDQW�VRXUFH�RI�WHQVLRQ�

� � �1RW�RQO\�ZHUH� WKH�GLYLVLRQV�SROLWLFDO�� EXW� WKH�&KULVWLDQ
SROLWLFLDQV�ZKR�GRPLQDWHG�/HEDQRQ�RSHQO\�LGHQWLILHG�ZLWK
IDVFLVP� DQG� RUJDQL]HG� IDVFLVW� PLOLWLDV� WR� VXSSRUW� WKHP�
/LNHZLVH�� WKH� 6XQQL� $UDE� SROLWLFLDQV� RUJDQL]HG� WKHLU
FRQVWLWXHQWV� LQWR�PLOLWLDV�� 7KH� 6KLD� SRSXODWLRQ� ZDV�PXFK
SRRUHU� DQG� RYHUZKHOPLQJO\� UXUDO�� ORFDWHG� LQ� WKH� 6RXWK�
7KHUH� ZDV� QR� SDUWLFXODU� 6KLD� SDUW\�� EXW� PDQ\� 6KLD� ZHUH
DFWLYH� ZLWK� OHIW�ZLQJ� RUJDQL]DWLRQV�� HLWKHU� WKH� RIILFLDO
&RPPXQLVW�3DUW\��RU�RWKHU�OHIW�ZLQJ�SDUWLHV��DQG�WKHVH�DOVR
RUJDQL]HG�PLOLWLDV��:LWK� HDFK� SROLWLFDO� IRUFH� DUPHG�� DQG� D
VLWXDWLRQ�RI�HFRQRPLF�LQHTXDOLW\�PL[HG�ZLWK�FRPPXQDO�DQG
UHOLJLRXV�WHQVLRQV��WKH�VLWXDWLRQ�ZDV�H[SORVLYH��

����7KH�PRYH�RI�WKH�3/2�EDVHV�WR�6RXWKHUQ�/HEDQRQ�PDGH
LW�WKH�VLWH�RI�RQJRLQJ�,VUDHOL�DWWDFNV��7KH�3/2�SUHVHQFH�LQ
WKH� FRXQWU\�ZDV� DGGLQJ� IXHO� WR� WKH� ILUH�� 6\PSDWK\� IRU� WKH
3DOHVWLQLDQV�RQ�WKH�SDUW�RI� WKH�SRRU�DQG�RSSUHVVHG�PL[HG
ZLWK

͵ͳ



ZLWK�KDWUHG�DW�WKH�LQHTXDOLWLHV�RI�/HEDQHVH�VRFLHW\��DQG�OHG
PDQ\�/HEDQHVH� WR� VLGH�ZLWK� WKH� 3DOHVWLQLDQV�� ,Q� DGGLWLRQ�
WKH�WUDGLWLRQDO� OHDGHUV�RI� WKH�0XVOLP�FRPPXQLW\�DLPHG�WR
WDNH� DGYDQWDJH� RI� WKH� VLWXDWLRQ� DQG� VKLIW� WKH� EDODQFH� RI
SRZHU� DZD\� IURP� WKH�&KULVWLDQV��7KH�/HEDQHVH�&LYLO�:DU
HUXSWHG� LQ� ����� ZKHQ� &KULVWLDQ� PLOLWLDV� IURP� WKH� UXOLQJ
SDUW\� DWWDFNHG�3/2�IRUFHV� LQ� WKH�FDPSV��$W� ILUVW�� WKH�ZDU
ZDV� DQ� H[SUHVVLRQ� RI� FODVV� DQJHU� DQG� V\PSDWK\� IRU� WKH
3DOHVWLQLDQV�� EXW� LW� TXLFNO\� EHFDPH� D� EDWWOH� RI� FRPPXQDO
SDUWLHV� DQG� WKHLU� PLOLWLDV� DV� YLROHQFH� HQJXOIHG� WKH
SRSXODWLRQ�

͵ʹ

,VUDHO�� 6\ULD�� DQG� WKH� 0DURQLWH� &KULVWLDQV
8QLWH�WR�&UXVK�WKH�3/2
7KH� /HEDQHVH� &LYLO� :DU� UDLVHG� IHDU� DPRQJ� WKH� KHDGV� RI
JRYHUQPHQWV�WKURXJKRXW�WKH�0LGGOH�(DVW��LQFOXGLQJ�,VUDHO�
7KH� 3DOHVWLQLDQ� VWUXJJOH� LQ� /HEDQRQ� KDG� LQIODPHG� FODVV
DQJHU� DPRQJ� WKH� SRRU� DQG� ZRUNLQJ� FODVV�� DQG� JHQHUDWHG
KXJH� V\PSDWKLHV� DPRQJ� SRRU� DQG� ZRUNLQJ� SHRSOH
HOVHZKHUH�� ,I�� LQ� /HEDQRQ�� WKH� 3DOHVWLQLDQV� DQG� SRRU
/HEDQHVH� FDPH� WRJHWKHU� DQG� FRQVROLGDWHG� D� QHZ� SRZHU�
DJDLQVW� WKH�ROG�WUDGLWLRQDO�HOLWHV�DQG�WKHLU� LPSHULDOLVW�DOOLHV�
WKHQ�SHUKDSV�WKH\�FRXOG�UDOO\�WKH�SRRU�DQG�ZRUNLQJ�FODVV�RI
WKH�UHJLRQ�DJDLQVW�DOO�RI�WKHLU�RSSUHVVLYH�JRYHUQPHQWV��7KH
$UDE�VWDWHV�IHDUHG�WKDW�VXFK�D�UHYROW�ZRXOG�VZHHS�WKHP�RXW
RI�SRZHU��7KH�,VUDHOL�JRYHUQPHQW�IHDUHG�WKDW�VXFK�D�UHYROW
ZRXOG�SURGXFH�D�XQLW\�IURP�EHORZ�LQ�WKH�$UDE�ZRUOG��DQG
LW�ZRXOG�WKHQ�IDFH�D�FRQFHUWHG�VWUXJJOH�RI�WKH�$UDE�SHRSOH
RQ�EHKDOI�RI�WKH�3DOHVWLQLDQV��



���,Q�������WKH�6\ULDQ�JRYHUQPHQW�VHQW�DQ�RFFXS\LQJ�DUP\�
LURQLFDOO\�FDOOHG�WKH�3DOHVWLQH�/LEHUDWLRQ�$UP\��WR�KHOS�WKH
0DURQLWH� &KULVWLDQV� DQG� WKHLU� PLOLWLDV� VXSSUHVV� WKH� 3/2
DQG� DOOLHG� OHIW�ZLQJ�� SRRU�� DQG� ZRUNLQJ� FODVV� /HEDQHVH
RUJDQL]DWLRQV��7KH�6\ULDQ�PLOLWDU\�EHJDQ�DQ�RFFXSDWLRQ�RI
/HEDQRQ�WKDW�ODVWHG�XQWLO������

͵͵

����$W�ILUVW��,VUDHO�OHQW�VXSSRUW�WR�WKH�0DURQLWH�&KULVWLDQV�LQ
WKH�IRUP�RI�GLUHFW�PLOLWDU\�DVVLVWDQFH�DQG�WUDLQLQJ��7KLV�ZDV
QRW� HQRXJK� WR� GHIHDW� WKH� 3/2�� ,Q� ������ ,VUDHO� LQYDGHG
6RXWKHUQ� /HEDQRQ�� EHJLQQLQJ� D� PLOLWDU\� RFFXSDWLRQ� WKDW
ZRXOG�ODVW�XQWLO�������7KH�MXVWLILFDWLRQ�IRU�WKH�LQYDVLRQ�ZDV
DQ� DVVDVVLQDWLRQ� DWWHPSW� RQ� DQ� ,VUDHOL� DPEDVVDGRU� E\� D
VPDOO�3DOHVWLQLDQ�JURXS��XQDIILOLDWHG�ZLWK�WKH�3/2��'XULQJ
WKH�LQYDVLRQ��,VUDHOL�PLOLWDU\�IRUFHV�VWRRG�E\�ZKLOH�&KULVWLDQ
PLOLWLDV� FDUULHG� RXW� PDVVDFUHV� LQ� WKH� 6DEUD� DQG� 6KDWLOD
UHIXJHH� FDPSV�� NLOOLQJ� PRUH� WKDQ� ������ SHRSOH� LQ� FROG
EORRG�� 7KH� FRPPDQGHU� RI� WKH� ,VUDHOL� LQYDVLRQ�� $ULHO
6KDURQ�� GLUHFWO\� UHVSRQVLEOH� IRU� 6DEUD� DQG� 6KDWLOD�� ZRXOG
ODWHU�VHUYH�DV�3ULPH�0LQLVWHU�RI�,VUDHO�



� � �:KLOH� WKH�3DOHVWLQLDQ�IRUFHV�ZHUH�HIIHFWLYHO\�FUXVKHG� LQ
������WKH�/HEDQHVH�&LYLO�:DU�ZRXOG�GUDJ�RQ�XQWLO������DV
FODVKHV� FRQWLQXHG� DPRQJ� &KULVWLDQ� IDVFLVW� PLOLWLDV�� WKH
QHZO\�ERUQ�+H]EROODK��DQG�WKH�6XQQL�0XVOLPV��,Q�������D
8�1�� IRUFH� FRPSRVHG� RI� )UHQFK��%ULWLVK��8�6�� DQG� ,WDOLDQ
WURRSV� RFFXSLHG� /HEDQRQ� WR� VWDELOL]H� WKH� VLWXDWLRQ� DQG
UHWXUQ�WKLQJV�WR�WKH�VWDWXV�TXR��

͵Ͷ

7KH� &RQVHTXHQFHV� RI� WKH� /HEDQHVH� &LYLO
:DU
)RU�WKH�3/2��WKH�,VUDHOL�LQYDVLRQ�RI�/HEDQRQ�LQ������ZDV�D
PDVVLYH� GHIHDW�� ,WV� RUJDQL]DWLRQV� DQG� VWUXFWXUHV� LQ� WKH
UHIXJHH�FDPSV�ZHUH�EURNHQ��DQG� WKH�3/2� OHDGHUVKLS� IOHZ
LQWR�H[LOH�LQ�7XQLV��:LWKRXW�D�SROLWLFDO�DQG�PLOLWDU\�EDVH�LQ
WKH�FDPSV��LW�VHHPHG�WKDW�WKH�3/2�ZDV�SROLWLFDOO\�ILQLVKHG�
7KH�GHIHDW�RI�WKH�3/2�LQ�/HEDQRQ��DQG�-RUGDQ�EHIRUH�WKDW�
ZDV� D� GDPQLQJ� IDLOXUH� RI� WKH� 3/2·V� SROLF\� OHG� E\�<DVVHU
$UDIDW·V� )DWDK�� 7KH� 3/2� ´VWUDWHJ\� RI� HQWDQJOHPHQWµ� KDG
QRW�GUDZQ� WKH�$UDE� VWDWHV� LQWR� WKH�3DOHVWLQLDQ� VWUXJJOH�� LW
KDG�LQ�IDFW�SXVKHG�WKHP�WR�DFW�DJDLQVW�WKH�3DOHVWLQLDQV��7KH
SROLF\�RI�QRQLQWHUIHUHQFH��RI�QRW�DGGUHVVLQJ�RU�RUJDQL]LQJ
WKH� SRRU� DQG� ZRUNLQJ� SHRSOH� RI� WKH� KRVW� FRXQWULHV�� RU
FKDOOHQJLQJ� WKH� $UDE� JRYHUQPHQWV�� GLVDUPHG� WKH
3DOHVWLQLDQV�RI�WKH�EHVW�DOO\�WKH\�KDG�²�WKH�VROLGDULW\�RI�WKH
SRRU� DQG�ZRUNLQJ� SHRSOH� RI� WKH�$UDE� FRXQWULHV�� 7KH� VR�
FDOOHG� $UDE� QDWLRQDOLVWV� RI� 6\ULD�� WKH� &KULVWLDQ� IDVFLVW
PLOLWLDV�� DQG� WKH� ,VUDHOL� VWDWH� KDG� DOO� XQLWHG� WR� VPDVK� WKH
SRWHQWLDO�VSUHDG�RI�D�UHYROXWLRQ�IURP�EHORZ��%\�WXUQLQJ�LWV
EDFN�RQ�WKLV�SRVVLELOLW\��WKH�3/2�KDG�SDYHG�WKH�URDG�WR�LWV
RZQ�GHIHDW�



� � � 7KH� ,VUDHOL� LQYDVLRQ� RI� 6RXWKHUQ� /HEDQRQ� KDG� RWKHU
FRQVHTXHQFHV� DV�ZHOO��7KH�SRRU�� UXUDO�� 6KLD�SRSXODWLRQ�RI
WKH�6RXWK�ZDV� WUHDWHG� WR� WKH� VDPH� LQGLVFULPLQDWH�YLROHQFH
DV� WKH� 3DOHVWLQLDQV� E\� WKH� ,VUDHOL� PLOLWDU\�� 6RPH� 6KLD
/HEDQHVH�ZHUH�GUDZQ�WR�WKH�SROLWLFV�GHPRQVWUDWHG�E\�VRPH
RI� WKHLU� FR�UHOLJLRQLVWV� LQ� ,UDQ�� ZKR� KDG� SOD\HG� D� OHDGLQJ
UROH� LQ� WKH� ,UDQLDQ� 5HYROXWLRQ� RI� ������:LWK� WKH� KHOS� RI
DJHQWV� RI� WKH� ,UDQLDQ� 5HYROXWLRQDU\� *XDUG�� VHQW� E\� WKH
,VODPLF� 5HSXEOLF�� WKH� SDUW\� +H]EROODK� ZDV� IRXQGHG�
+H]EROODK� ZDV� IRUPHG� WR� PLOLWDULO\� FKDOOHQJH� WKH� ,VUDHOL
RFFXSDWLRQ�RI� 6RXWK�/HEDQRQ�� DQG� WRGD\� LW� KDV� JURZQ� WR
EHFRPH� RQH� RI� WKH� ELJJHVW� SROLWLFDO� SDUWLHV� LQ� /HEDQRQ�
ZLWK� LWV� RZQ� ZHOO�RUJDQL]HG� DQG� H[SHULHQFHG� DUP\�
+H]EROODK�ZDV�ERUQ�LQ�FRQIOLFW�ZLWK�,VUDHO��DQG�KDV�EHHQ�LQ
FRQIOLFW�� VRPHWLPHV� DOO�RXW� ZDU�� ZLWK� ,VUDHO� HYHU� VLQFH�
+H]EROODK� DOVR� KDV� GHHS� WLHV� WR� WKH� ,VODPLF� 5HSXEOLF� RI
,UDQ�� D� VWDWH� LQ� FRQIOLFW�ZLWK� ,VUDHO� DQG� WKH�8QLWHG� 6WDWHV�
)RU� WKHVH� UHDVRQV�� DQ\� FODVK� EHWZHHQ� ,VUDHO� DQG� WKH
3DOHVWLQLDQV� DOVR� LPSOLFDWHV� +H]EROODK�� ERWK� DV� D� PLOLWDU\
IRUFH�DQG�DQ�DJHQW�RI�,UDQLDQ�IRUHLJQ�SROLF\�

͵ͷ

7KH� <RP� .LSSXU� :DU� DQG� WKH� 6HWWOHU
0RYHPHQW
$IWHU� WKH� ����� ZDU�� LQ� WKH�:HVW� %DQN� DQG�*D]D� 6WULS�� D
QHZ� SKDVH� RI� ,VUDHOL� FRORQL]DWLRQ� EHJDQ�� ,VUDHO� VWDUWHG� WR
DOORZ� VHWWOHUV� WR� HQWHU� WKH�2FFXSLHG�7HUULWRULHV� DQG� EXLOG
VHWWOHPHQWV�� 7KH� ,VUDHOL� JRYHUQPHQW�� LQ� WKH� QDPH� RI
VHFXULQJ�,VUDHO·V�VHOI�GHIHQVH��HQWKXVLDVWLFDOO\�VXSSRUWHG�WKH
FUHDWLRQ� RI� VHWWOHPHQWV�� 7KH� VHWWOHU� PRYHPHQW� LWVHOI� ZDV
RUJDQL]HG



RUJDQL]HG� DQG� OHG� E\� UHOLJLRXV� =LRQLVWV�� ZKR� DGGHG� D
UHOLJLRXV�MXVWLILFDWLRQ�WR�WKH�FRORQL]DWLRQ�SURMHFW��ZKLFK�KDG
SUHYLRXVO\� EHHQ� PRUH� RU� OHVV� DEVHQW�� 7KH� VHWWOHU
PRYHPHQW�� *XVK� (PXQLP�� DUJXHG� WKDW� ELEOLFDO� WH[WV
MXVWLILHG� WKH� VHWWOHPHQWV�� DQG� WKDW� WKH� VWRU\�RI� WKH� DQFLHQW
+HEUHZV� ZDV� WKH� ´WLWOH� WR� WKH� ODQGµ� RI� 3DOHVWLQH�� 7KH
VHWWOHUV�DLPHG�WR�´FUHDWH� IDFWV� LQ� WKH� ILHOGµ�E\�HVWDEOLVKLQJ
VHWWOHPHQWV� WKDW� ZRXOG� IRUFH� WKH� ,VUDHOL� JRYHUQPHQW� WR
DQQH[� WKH�:HVW� %DQN� DQG�*D]D�� DQG� FRQWLQXH� WKH� HWKQLF
FOHDQVLQJ�DQG�H[SXOVLRQ�RI�WKH�3DOHVWLQLDQV�

͵͸

8S�XQWLO�WKH�����V��,VUDHO�ZDV�JRYHUQHG�E\�WKH�/DERU�3DUW\�
7KH� /DERU� 3DUW\� ZDV� WKH� PDLQ� YHKLFOH� IRU� PLOLWDU\
FRORQL]DWLRQ�� KDYLQJ� SUHVLGHG� RYHU� WKH� ����� FRQTXHVW� RI
3DOHVWLQH� DQG� WKH� �����RFFXSDWLRQ�RI� WKH�:HVW�%DQN� DQG
*D]D��%XW�ZLWKLQ� ,VUDHO� WKH�/DERU�3DUW\�ZDV� WKH� ´OHIWµ�RI
WKH� PDLQVWUHDP� SDUWLHV�� UHO\LQJ� RQ� WKH� VXSSRUW� RI� WUDGH
XQLRQV��DQG�FRPPLWWHG�WR�D�VHFXODU��GHPRFUDWLF�VRFLHW\�DQG



D� ZHOIDUH� VWDWH� IRU� ,VUDHOL� -HZV�� ,Q� ������ WKH� /DERU� 3DUW\
VXIIHUHG� D� PDMRU� EORZ� ZKHQ� WKH� (J\SWLDQ� DQG� 6\ULDQ
DUPLHV�FDUULHG�RXW�D�VXUSULVH�DWWDFN�²�WKH�<RP�.LSSXU�ZDU�
7KH� JRDO� RI� (J\SW� DQG� 6\ULD� ZDV� WR� VHL]H� WHUULWRU\� DQG
QHJRWLDWH�D�VHWWOHPHQW�WKDW�ZRXOG�UHWXUQ�WKH�6LQDL�3HQLQVXOD
WR� (J\SW� DQG� WKH� *RODQ� +HLJKWV� WR� 6\ULD�� 7KH� ,VUDHOL
PLOLWDU\� ZDV� LQLWLDOO\� FDXJKW� XQDZDUH�� EXW� WKHQ� UHVSRQGHG
ZLWK� H[FHSWLRQDO� IRUFH�� VHQGLQJ� LWV� WURRSV� GHHS� LQWR� 6\ULD
DQG� UH�WDNLQJ� WKH� 6LQDL� 3HQLQVXOD�� 7KH� $UDE� VWDWHV� ZHUH
DJDLQ� QR� PDWFK� PLOLWDULO\� IRU� ,VUDHO�� DUPHG� ZLWK� 8�6��
VXSSOLHG� ZHDSRQV� SDLG� IRU� ZLWK� 8�6�� PLOLWDU\� IXQGLQJ�
1HYHUWKHOHVV�� WKH������ZDU�ZDV� VHHQ�DV� D� VPDOO�YLFWRU\� LQ
WKH� $UDE� ZRUOG�� IRU� KDYLQJ� WDNHQ� ,VUDHO� E\� VXUSULVH� DQG
SURYLQJ�WKDW�LWV�GHIHQVHV�ZHUH�QRW�SHUIHFW�

���7KH������ZDU�ZDV�D�VFDQGDO�IRU�WKH�/DERU�3DUW\�LQ�,VUDHO�
,W�ZDV�FKDOOHQJHG�IURP�WKH�ULJKW�ZLQJ�E\�D�QHZ�SDUW\�� WKH
/LNXG� 3DUW\�� IRXQGHG� LQ� ������ 7KH� /LNXG� 3DUW\� UHFHLYHG
VXSSRUW� IURP� WKH� VHWWOHUV�ZKR� RSSRVHG� WKH� VHFXODULVP�RI
WKH� /DERU� 3DUW\�� ,W� DOVR� UHFHLYHG� VXSSRUW� IURP� WKH
6HSKDUGLP�� WKH�-HZLVK�,VUDHOLV�RI�$UDE�DQG�1RUWK�$IULFDQ
GHVFHQW�� 7KH� ,VUDHOL� JRYHUQPHQW� KDG� HQFRXUDJHG
LPPLJUDWLRQ� RI� -HZV� IURP� $UDE� DQG� 1RUWK� $IULFDQ
FRXQWULHV�WR�,VUDHO��WR�EXLOG�XS�WKH�SRSXODWLRQ�RI�WKH�VWDWH�
%XW� WKH� 6HSKDUGLP� ZHUH� GLVFULPLQDWHG� DJDLQVW� DQG� ZHUH
LQWHQWLRQDOO\� VHWWOHG� RQ� WKH� ERUGHUV� RI� ,VUDHO�� ZKHUH� WKH\
ZHUH�WKH�ILUVW�WR�JHW�KLW�E\�3DOHVWLQLDQ�JXHUULOOD�DWWDFNV��7KH
UHVHQWPHQW�RI�WKH�6HSKDUGLP�WRZDUGV�WKH�/DERU�3DUW\�DQG
WRZDUGV� WKH� 3DOHVWLQLDQV� OHG� WKHP� WR� VXSSRUW� WKH� /LNXG
3DUW\��7KH�/LNXG�3DUW\�ZDV�DOVR�VXSSRUWHG�E\�,VUDHOL�HOLWHV
DQG

͵͹



DQG� LQWHUQDWLRQDO� FRPSDQLHV� WKDW� ZDQWHG� WR� UROO� EDFN
,VUDHO·V�ZHOIDUH�VWDWH�WR�WKH�EHQHILW�RI�SULYDWH�FRUSRUDWLRQV�
,Q�������WKH�/LNXG�3DUW\�ZRQ�LQ�D�ODQGVOLGH�HOHFWLRQ�

���7KH�/LNXG�3DUW\�LQ�SRZHU�DLPHG�WR�VWDELOL]H�WKH�VLWXDWLRQ
E\�PDNLQJ�SHDFH�ZLWK�WKH�$UDE�VWDWHV��ZKLOH�VLPXOWDQHRXVO\
HQFRXUDJLQJ�WKH�VHWWOHU�PRYHPHQW�DQG�PDLQWDLQLQJ�FRQWURO
RI� WKH� 2FFXSLHG� 7HUULWRULHV�� 8QGHU� 3ULPH� 0LQLVWHU
0HQDFKHP� %HJLQ�� IRU� WKH� ILUVW� WLPH� VLQFH� ������ ,VUDHO
HQWHUHG� LQWR� SHDFH� QHJRWLDWLRQV� ZLWK� (J\SW�� ,VUDHO·V
QHJRWLDWLRQV� ZLWK� (J\SW� ZHUH� PDGH� SRVVLEOH� E\� VKLIWV� LQ
(J\SWLDQ� SROLWLFV�� $IWHU� WKH� ����� ZDU�� WKH� (J\SWLDQ
JRYHUQPHQW�RI�$QZDU�6DGDW��1DVVHU·V�VXFFHVVRU��PRYHG�WR
GUDPDWLFDOO\� VKLIW� (J\SWLDQ� GRPHVWLF� DQG� IRUHLJQ� SROLF\
WRZDUGV�DQ�DOOLDQFH�DQG�DFFRPPRGDWLRQ�ZLWK�WKH�8�6��DQG
LPSHULDOLVP��6DGDW�FXW�(J\SW·V�KLVWRULF�WLHV�ZLWK�WKH�6RYLHW
8QLRQ��H[SHOOHG�6RYLHW�GLSORPDWV�DQG�PLOLWDU\�DGYLVRUV��DQG
HVWDEOLVKHG� D� FRQQHFWLRQ� ZLWK� WKH� 8QLWHG� 6WDWHV�� 6DGDW·V
JRYHUQPHQW� GUDPDWLFDOO\� FXW� VXEVLGLHV� DQG� ZDJHV� IRU
(J\SW·V�SRRU�DQG�ZRUNLQJ�FODVV��DQG�RSHQHG�WKH�HFRQRP\
WR� SULYDWH� LQYHVWPHQW� E\� LQWHUQDWLRQDO� FRPSDQLHV�� :KHQ
VWXGHQWV� DQG�ZRUNHUV�SURWHVWHG��6DGDW� VHQW� WKH�PLOLWDU\� LQ
WR� FUXVK� WKH� SURWHVWV�� 0RVW� LPSRUWDQWO\�� 6DGDW·V
JRYHUQPHQW� DEDQGRQHG� (J\SW·V� SHUFHLYHG� OHDGLQJ� UROH
DPRQJ� WKH� $UDE� VWDWHV� LQ� RSSRVLWLRQ� WR� ,VUDHO� DQG
LPSHULDOLVP�� $OO� RI� WKLV� PDGH� LW� SRVVLEOH� IRU� (J\SW� WR
QHJRWLDWH�ZLWK�,VUDHO��UHVXOWLQJ�LQ�WKH�&DPS�'DYLG�$FFRUGV�

� � � ,Q� ������ WKH� (J\SWLDQ� DQG� ,VUDHOL� JRYHUQPHQWV�PHW� DW
&DPS� 'DYLG� LQ� WKH� 8�6��� KRVWHG� E\� 3UHVLGHQW� -LPP\
&DUWHU�

͵ͺ



&DUWHU��7KH�&DPS�'DYLG�DFFRUGV�WKDW�HPHUJHG�HVWDEOLVKHG
D� SHDFH� WUHDW\� EHWZHHQ� ,VUDHO� DQG� (J\SW�� DQG� ODLG� RXW� D
VHULHV� RI� VWHSV� WRZDUGV� DQ� HQG� WR� WKH� ,VUDHOL� PLOLWDU\
RFFXSDWLRQ� DQG� IRU� OLPLWHG� 3DOHVWLQLDQ� VHOI�JRYHUQPHQW�
2QO\�WKH�ILUVW�KDOI�RI�WKH�DFFRUGV�ZDV�LPSOHPHQWHG��(J\SW
VLJQHG��DQG�KDV�HYHU� VLQFH�PDLQWDLQHG��D�SHDFH� WUHDW\�ZLWK
,VUDHO�� 7KH� 6LQDL� 3HQLQVXOD� ZDV� UHWXUQHG� WR� (J\SWLDQ
FRQWURO�� +RZHYHU�� QRQH� RI� WKH� SURPLVHV� PDGH� WR
3DOHVWLQLDQV�ZHUH�IXOILOOHG��,VUDHO�PDLQWDLQHG�LWV�RFFXSDWLRQ
RI� WKH�:HVW�%DQN� DQG� WKH�*D]D� 6WULS�� ,Q� IDFW�� WKH�&DPS
'DYLG�$FFRUGV�IXOILOOHG�(J\SW·V�WUDQVLWLRQ�LQWR�WKH�FDPS�RI
8�6��LPSHULDOLVP�DW�WKH�H[SHQVH�RI�WKH�3DOHVWLQLDQV��DQG�WKH
(J\SWLDQ� H[DPSOH� ZDV� IROORZHG� E\� RWKHU� $UDE� VWDWHV
VHHNLQJ�DFFRPPRGDWLRQ�ZLWK�LPSHULDOLVP�

͵ͻ

7KH� )LUVW� ,QWLIDGD� DQG� WKH� 5HELUWK� RI� WKH
3DOHVWLQLDQ�1DWLRQDO�0RYHPHQW
$IWHU� WKH� GHIHDW� RI� WKH�3/2� LQ� ����� DQG�(J\SW·V� WUHDWLHV
ZLWK� ,VUDHO�� LW� VHHPHG� WKDW� WKH� 3DOHVWLQLDQV·� KRSHV� ZHUH
FUXVKHG��7KH�3/2�OHDGHUV�LQ�7XQLV�ZHUH�LVRODWHG�DQG�WKHLU
IRUFHV�GLPLQLVKHG��(J\SW� OHG� WKH�ZD\�DV�RWKHU�$UDE�VWDWHV
H[SORUHG� UHODWLRQVKLSV� DQG� DJUHHPHQWV� ZLWK� WKH� 8�6�� ,W
VHHPHG� WKDW� WKH� 3DOHVWLQLDQV� ZHUH� DEDQGRQHG�� GLVDUPHG�
DQG� KDG� QR� SURVSHFWV� WR� DVVHUW� WKHPVHOYHV� DJDLQVW� WKH
RFFXSDWLRQ�

� � ,W� ZDV� WKHQ� WKDW� WKH� 3DOHVWLQLDQV� WKHPVHOYHV�� LQ� WKH
2FFXSLHG�7HUULWRULHV��ZHUH�WKH�RQHV�WR�VKLIW�WKH�EDODQFH�RI
IRUFHV��$�QHZ�JHQHUDWLRQ�KDG�JURZQ�XS�XQGHU�RFFXSDWLRQ�



DJJUDYDWHG�E\� LWV� FRQGLWLRQV�� IXOO� RI� IUXVWUDWHG� HQHUJ\� DQG
DQJHU�DJDLQVW�,VUDHO�DQG�WKH�RFFXSDWLRQ��%\�WKH�PLG�¶��V����
SHUFHQW�RI�3DOHVWLQLDQ�ZRUNHUV�ODERUHG�LQ�VHFRQG�FODVV�MREV
LQ� ,VUDHO�� LQ� FRQVWUXFWLRQ� RU� VHUYLFH� LQGXVWULHV�� 2WKHUV
ZRUNHG� PDUJLQDOO\� DV� WHDFKHUV�� FDE� GULYHUV�� DQG� LQ� RWKHU
VHUYLFHV� LQ� WKH�:HVW�%DQN� DQG�*D]D��8QHPSOR\PHQW�ZDV
UDPSDQW�� DQG� IUXVWUDWLRQV� JUHZ� LQWHQVH� DV� PDQ\� PRUH
3DOHVWLQLDQV� IRFXVHG� RQ� VHHNLQJ� WR� EHWWHU� WKHLU� OLYHV
WKURXJK�HGXFDWLRQ�LQ�WKH�3DOHVWLQLDQ�XQLYHUVLW\�V\VWHP��%XW�
LQ� ������ RQO\� RQH� LQ� HLJKW� FROOHJH�HGXFDWHG� 3DOHVWLQLDQV
FRXOG�ILQG�ZRUN�LQ�WKHLU�ILHOG��

� � �2XWVLGH�RI�EXLOGLQJ�VXSSRUW�IRU�WKH�DUPHG�VWUXJJOH�� WKH
3/2�KDG�QHJOHFWHG�RUJDQL]LQJ�LQ�WKH�2FFXSLHG�7HUULWRULHV�
,W�ZDV�WKH�&RPPXQLVW�3DUW\�RI�3DOHVWLQH�WKDW�OHG�WKH�ZD\�LQ
*D]D� DQG� WKH� :HVW� %DQN�� RUJDQL]LQJ� YROXQWHHU� ZRUN
EULJDGHV�WR�DVVLVW�IDUPHUV��DQG�XQLRQV�WR�FRQWHVW�3DOHVWLQLDQ
ZRUNHUV·� FRQGLWLRQV� RI� GDLO\� OLIH�� 6HHLQJ� WKH� VXFFHVV� RI
WKHVH� DFWLYLWLHV�� LQ� WKH� ����V� WKH� 3/2� SDUWLHV� WRRN� XS
VLPLODU� RUJDQL]LQJ� HIIRUWV�� DQG� WKH� 2FFXSLHG� 7HUULWRULHV
VDZ� WKH� JURZWK� RI� JUDVVURRWV� DFWLYLVP�� %XW� QHLWKHU� WKH
3/2� DQG� LWV� SDUWLHV�� QRU� WKH� &RPPXQLVW� 3DUW\� ZKLFK
RIILFLDOO\�VXSSRUWHG�WKH�3/2��VDZ�WKLV�JUDVVURRWV�DFWLYLW\�DV
WKH�EDVLV�IRU�DQ\WKLQJ�EXW�D�VXSSRUW�IRU�WKH�DUPHG�VWUXJJOH
OHG�IURP�H[LOH�

� � ,Q� ����� HYHU\WKLQJ� FKDQJHG�� 7KH� 3DOHVWLQLDQV� LQ� WKH
2FFXSLHG� 7HUULWRULHV� ODXQFKHG� D� PDVV� XSULVLQJ� DJDLQVW
,VUDHO� DQG� WKH� PLOLWDU\� RFFXSDWLRQ�� 7KLV� XSULVLQJ� ZDV
NQRZQ� DV� WKH� ,QWLIDGD�� $UDELF� IRU� ´VKDNLQJ� RII�µ� :KDW
VSDUNHG

ͶͲ



VSDUNHG� WKH� XSULVLQJ� LV� VWLOO� XS� IRU� GHEDWH�� EXW� FHUWDLQO\� LW
ZDV� D� UHVXOW� RI� WKH�RFFXSDWLRQ�²� WKH� DUELWUDU\� YLROHQFH�RI
WKH� ,VUDHOL� PLOLWDU\� DQG� WKH� HQFURDFKPHQW� RI� VHWWOHUV� RQ
3DOHVWLQLDQ�ODQG�

Ͷͳ

7KH� ,QWLIDGD� ZDV� D
\RXWK�OHG� UHEHOOLRQ�
7KH� JHQHUDWLRQ� ZKR
KDG� JURZQ� XS
NQRZLQJ� QRWKLQJ
H[FHSW� WKH� RFFX�
SDWLRQ�KDG�UHDFKHG�D�
EUHDNLQJ� SRLQW�� 7KHLU� DFWLRQV�� FRQIURQWLQJ� WKH� KHDYLO\
DUPHG�VROGLHUV�ZLWK�URFNV�DQG�VOLQJV��EHFDPH�WKH�V\PERO�RI
UHYROW�IRU�WKH�HQWLUH�SHRSOH�

���7KH�OHDGHUVKLS�RI�WKH�,QWLIDGD�ZDV�IRUPHG�E\�FRPPLWWHHV
FRPSRVHG�RI�PLOLWDQWV� IURP� WKH�GLIIHUHQW�SROLWLFDO�SDUWLHV�
7KH�OHDGHUVKLS�RI�WKH�GLIIHUHQW�FRPPLWWHHV�ZDV�DVVHPEOHG
LQ�WKH�8QLILHG�1DWLRQDO�/HDGHUVKLS�RI�WKH�8SULVLQJ��$V�WKH
PRYHPHQW� JDWKHUHG�� WKH� QDWLRQDO� OHDGHUVKLS� JDYH� LWV
VWUDWHJLF� RUGHUV� ²� ZKHQ� DQG� ZKHUH� WR� GHPRQVWUDWH�� ZLWK
ZKDW� VORJDQV�� ZKLOH� ORFDO� FRPPLWWHHV� GLVWULEXWHG� OHDIOHWV�
RUJDQL]HG�SHRSOH�WR�WXUQ�RXW��DQG�ZRUNHG�WR�PDLQWDLQ�IRRG
DQG� VXSSOLHV� IRU� WKH� FRPPXQLW\� LQ� WKH� IDFH� RI� ,VUDHOL
UHSUHVVLRQ�

� � 7KH� ,QWLIDGD·V� PDVV� DFWLRQ� FRPSOHWHO\� FRQIRXQGHG� WKH
,VUDHOLV��7KH�HQWLUH�SRSXODWLRQ�RI�WKH�2FFXSLHG�7HUULWRULHV
ZDV� PRELOL]HG� LQ� LWV� RZQ� QDPH�� DQG� HYHU\RQH� IURP� WKH
\RXQJHVW



\RXQJHVW� FKLOG� WR� WKHLU� JUDQGSDUHQWV� DQG� JUHDW
JUDQGSDUHQWV� ZHUH� SDUWLFLSDQWV�� ,VUDHO·V� H[WHQVLYH� QHWZRUN
RI� VSLHV� DQG� FRPSURPLVHG� LQGLYLGXDOV� GLVVROYHG�� 7KH
OHDGHUVKLS�RI�WKH�XSULVLQJ�JDYH�LQIRUPHUV����KRXUV�WR�DGPLW
ZKDW�WKH\�KDG�GRQH�DW�D�PRVTXH�RU�FKXUFK��DQG�WKH�SHRSOH
ZRXOG�NQRZ�WKHLU�FULPHV��EXW�IRUJLYH�WKHP�

���7KH�,VUDHOL�PLOLWDU\�DWWHPSWHG�WR�VTXDVK�WKH�XSULVLQJ��7KH
ERUGHUV� RI� WKH� 2FFXSLHG� 7HUULWRULHV� ZHUH� VKXW� RII� DQG
SHRSOH�ZKR�KDG�ZRUNHG�LQ�,VUDHO�ZHUH�QR�ORQJHU�DOORZHG�WR
HQWHU�� 'XULQJ� WKH� )LUVW� ,QWLIDGD�� ������ 3DOHVWLQLDQV� ZHUH
NLOOHG� E\� WKH� ,VUDHOL� PLOLWDU\�� LQFOXGLQJ� PRUH� WKDQ� ���
FKLOGUHQ�� +XQGUHGV� ZHUH� GHSRUWHG� IURP� WKH� 2FFXSLHG
7HUULWRULHV�DQG� WKRXVDQGV�KDG� WKHLU�KRXVHV� WRUQ�GRZQ�� ,Q
VSLWH�RI�WKH�UHSUHVVLRQ��WKH�PRELOL]HG�SRSXODWLRQ�UHPDLQHG
VWHDGIDVW�� ,VUDHOL� RIILFLDOV� EHJDQ� WR� FRQVLGHU� WKDW� WKH� )LUVW
,QWLIDGD�PDGH�FRQWLQXLQJ�WKH�GLUHFW�PLOLWDU\�RFFXSDWLRQ�RI
3DOHVWLQH�DQ�LPSRVVLELOLW\��RU�DW� OHDVW�XQGHVLUDEOH��,Q�GRLQJ
VR�� LQ� OHVV� WKDQ� VL[� \HDUV�� WKH� ,QWLIDGD� KDG� DFKLHYHG�PRUH
WKDQ�WKH�JXHUULOOD�VWUXJJOH�KDG�LQ�GHFDGHV�

Ͷʹ

7KH� 0DGULG� &RQIHUHQFH� DQG� WKH� 2VOR
$FFRUGV
7KH�)LUVW�,QWLIDGD�JDYH�WKH�3/2�D�QHZ�OHDVH�RQ�OLIH��7KHLU
IRUFHV�KDG�EHHQ�FUXVKHG�LQ�/HEDQRQ��DQG�WKH�OHDGHUVKLS�RI
WKH�3/2�ZDV�LQ�H[LOH�LQ�7XQLV��+RZHYHU��WKH�)LUVW�,QWLIDGD
JDYH� WKH� 3/2� D� QHZ�PHDQV� RI� LQIOXHQFLQJ� WKH� VLWXDWLRQ�
7KH� 3/2� FODLPHG� LWV� ULJKW� WR� UHSUHVHQW� WKH� 3DOHVWLQLDQ
SHRSOH��DQG�EHJDQ�WR�RSHQ�VHFUHW�WDONV�ZLWK�,VUDHO��ZLWK�WKH�



JRDO�RI�DFKLHYLQJ�D�SROLWLFDO�VHWWOHPHQW��,Q�IDFW��RQH�RI�WKH
IHDUV�WKDW�3/2�OHDGHUV�KDG�ZDV�WKDW�D�QHZ�OHDGHUVKLS�LQ�WKH
2FFXSLHG�7HUULWRULHV�ZRXOG�HPHUJH��)RU�WKH�PRVW�SDUW��WKH
OHDGHUV� RI� WKH� ,QWLIDGD� ZHUH� \RXQJ�� QHZ� UHFUXLWV� WR� WKH
SDUWLHV�� :KDW� LI� WKH\� GUHZ� D� EDODQFH� VKHHW� EDVHG� RQ� WKH
3/2·V� IDLOHG� VWUDWHJ\�� DQG� WRRN� PDWWHUV� LQWR� WKHLU� RZQ
KDQGV"�,Q�IDFW�� WKH�3/2�ZDV�PRUH�ZRUULHG� WKDQ� LW�KDG� WR
EH�� DV� WKH� \RXQJ� OHDGHUV�RI� WKH�)LUVW� ,QWLIDGD�ZHUH�GHHSO\
OR\DO��1HYHUWKHOHVV��WKLV�IHDU�GURYH�WKH�3/2�OHDGHUV�LQ�H[LOH
WR�VHHN�ZKDW�WKH\�VDZ�DV�WKHLU�RQO\�DYHQXH�WR�VHL]H�FRQWURO
RI�WKH�VLWXDWLRQ�²�GLSORPDWLF�QHJRWLDWLRQV�ZLWK�,VUDHO�

� � 7KH� ,VUDHOL� JRYHUQPHQW� ZDV� GHVSHUDWH� WR� FRQWURO� ZKDW
ZDV�KDSSHQLQJ�LQ�WKH�2FFXSLHG�7HUULWRULHV��)XUWKHUPRUH��LW
IHDUHG��DV�EHIRUH��WKDW�WKH�3DOHVWLQLDQ�VWUXJJOH�ZRXOG�FUHDWH
D� JURXQGVZHOO� RI� VXSSRUW� LQ� WKH� UHVW� RI� WKH� $UDE� ZRUOG�
7KH�8QLWHG�6WDWHV�ZDV�VLPLODUO\�FRQFHUQHG�WKDW�WKH�,QWLIDGD
ZRXOG� GHVWDELOL]H� WKH� 0LGGOH� (DVW� DQG� XQGHUPLQH� LWV
LPSHULDOLVW� LQWHUHVWV�� 7KH� $UDE� VWDWHV·� JRYHUQPHQWV� LQ
-RUGDQ��/HEDQRQ��6\ULD��DQG�(J\SW�ZHUH�DOVR�ZRUULHG�WKDW�D
3DOHVWLQLDQ� UHYROW� ZRXOG� FKDOOHQJH� WKHLU� SROLFLHV� DQG
SRVVLEO\� OHDG� WR� WKH� RYHUWKURZ� RI� WKHLU� UHJLPHV�� /LNH� WKH
(J\SWLDQ�JRYHUQPHQW��WKH\�ZDQWHG�WR�FROODERUDWH�ZLWK�WKH
8�6�� DQG� UHDS� WKH� UHZDUGV�RI� DFFRPPRGDWLQJ� LPSHULDOLVP
DW�WKH�H[SHQVH�RI�WKHLU�SHRSOH��7KH�6RYLHW�8QLRQ��ZKLFK�LQ
WKH�SDVW�KDG� UHSUHVHQWHG� DQRWKHU�PDMRU�ZRUOG�SRZHU� WKDW
$UDE�VWDWHV�DQG�PRYHPHQWV�FRXOG�WXUQ�WR��ZDV�GHDOLQJ�ZLWK
LWV� RZQ� LQWHUQDO� SUREOHPV� DQG� WKH� IDOORXW� IURP� LWV�ZDU� LQ
$IJKDQLVWDQ�� DQG� DOVR� VXSSRUWHG� QHJRWLDWLRQV� WR� VWDELOL]H
WKH�UHJLRQ��

Ͷ͵



� � � 7KH� 8�6�� DQG� WKH� 6RYLHW� 8QLRQ� FR�VSRQVRUHG� D� SHDFH
FRQIHUHQFH�LQ�0DGULG��:KLOH�WKH�FRQIHUHQFH�DFKLHYHG�OLWWOH
WR�QRWKLQJ��LW�KDG�D�KXJH�V\PEROLF�LPSRUWDQFH��$ORQJ�ZLWK
WKH� 6\ULDQ�� -RUGDQLDQ�� DQG� ,VUDHOL� JRYHUQPHQWV�� WKH� 3/2
ZDV� DOORZHG� WR� SDUWLFLSDWH� DQG� IRU� WKH� ILUVW� WLPH� ZDV� LQ
IDFH�WR�IDFH��RIILFLDO�QHJRWLDWLRQV�ZLWK�,VUDHO�

� � � )ROORZLQJ� WKH�0DGULG�&RQIHUHQFH�� ,VUDHO� DQG� WKH�3/2
HQWHUHG�LQWR�VHFUHW��GLUHFW�QHJRWLDWLRQV��NQRZQ�DV�WKH�2VOR
SURFHVV��FRQGXFWHG�LQ�2VOR��1RUZD\��7KH�VWDUWLQJ�SRLQW�RI
WKH�2VOR�QHJRWLDWLRQV�ZDV�WKH������&DPS�'DYLG�$FFRUGV�²
D�FRXUVH�RI�DFWLRQ�ZLWK�WKH�HQG�JRDO�RI�JLYLQJ�3DOHVWLQLDQV
DQ� LQGHSHQGHQW� VWDWH� XVLQJ� WKH� ����� ERUGHUV�� 7KH� 3/2
PDGH�D�PDMRU�FRQFHVVLRQ� �� UHFRJQL]LQJ� WKH�6WDWH�RI� ,VUDHO
DQG� DFFHSWLQJ� D� ´WZR�VWDWH� VROXWLRQµ� ²� D� 3DOHVWLQLDQ� VWDWH
RQ� WKH� ����� ERUGHUV� OLYLQJ� VLGH� E\� VLGH�ZLWK� WKH� 6WDWH� RI
,VUDHO�

� � �7KH�2VOR�QHJRWLDWLRQV� OHG� WR� WZR�PDMRU� DJUHHPHQWV� LQ
����� DQG� ������ NQRZQ� FROOHFWLYHO\� DV� WKH� 2VOR� $FFRUGV�
7KHVH� ZHUH� QHJRWLDWHG� DW� &DPS�'DYLG�� SUHVLGHG� RYHU� E\
WKH� 8QLWHG� 6WDWHV�� 7KH� 3/2� ZDV� DW� DQ� HYHQ� GHHSHU
GLVDGYDQWDJH� WKDQ� LW� KDG� DQWLFLSDWHG�� :KHQ� WKH� 3/2
PRYHG� WRZDUGV� D� GLSORPDWLF� VROXWLRQ� LQ� ������ IROORZLQJ
WKH� ,QWLIDGD�� WKH� 6RYLHW� 8QLRQ� VWLOO� H[LVWHG�� 7KH� 3/2
H[SHFWHG�WKH�6RYLHW�8QLRQ�WR�SOD\�D�UROH�DV�DW� WKH�0DGULG
FRQIHUHQFH�� FRXQWHUEDODQFLQJ� WKH� LQWHUHVWV� RI� WKH� 8QLWHG
6WDWHV� DQG� LPSHULDOLVP�� +RZHYHU�� WKH� 6RYLHW� 8QLRQ
FROODSVHG� XQGHU� LWV� RZQ� LQWHUQDO� FRQWUDGLFWLRQV� LQ� �����
<DVVHU�$UDIDW� DQG� WKH�3/2� IRXQG� WKHPVHOYHV� QHJRWLDWLQJ
ZLWK

ͶͶ



ZLWK� ,VUDHO� DQG� LWV� SDWURQ�� WKH� 8QLWHG� 6WDWHV�� ZLWK� QR
FRXQWHUEDODQFLQJ�ZRUOG�SRZHU�RQ�WKH�RWKHU�VLGH�

���7KH�2VOR�$FFRUGV�SURFHHGHG�ZLWK�D�SODQ�IRU�D�´WZR�VWDWH
VROXWLRQµ� EDVHG� RQ� WKH� ����� &DPS� 'DYLG� $FFRUGV� WKDW
(J\SW�KDG�QHJRWLDWHG�ZLWK�,VUDHO��7KH�ILUVW�2VOR�$FFRUG�LQ
����� SURPLVHG� D� IXWXUH� 3DOHVWLQLDQ� VWDWH� DQG� HVWDEOLVKHG
WKH� 3DOHVWLQLDQ� 1DWLRQDO� $XWKRULW\� �3$��� DQ� LQWHULP
JRYHUQLQJ�ERG\�WKDW�KDG�OLPLWHG�DXWKRULW\�ZLWKLQ�WKH�:HVW

Ͷͷ

%DQN� DQG� *D]D�
<DVVHU� $UDIDW
DQG� WKH� RWKHU
WRS� OHDGHUV� RI
WKH� 3/2� ZHUH
DOORZHG�WR�UHWXUQ
WR� WKH� 2FFXSLHG
7HUULWRULHV� WR� VHW
XS�WKH�3$�

7KH�VHFRQG�2VOR
$FFRUG� LQ� ����
GLYLGHG�WKH�:HVW
%DQN� LQWR� WKUHH
FDWHJRULHV�� $UHDV
$�� %�� DQG� &�� ,Q
$UHD� $�� ���� RI
WKH� :HVW� %DQN�
WKH� 3DOHVWLQLDQ
$XWKRULW\�ZRXOG�



KDYH�FRQWURO�RI�FLYLOLDQ�DXWKRULW\�DQG�WKH�SROLFH��,Q�$UHD�%�
���� RI� WKH� :HVW� %DQN�� WKH� 3DOHVWLQLDQ� $XWKRULW\� ZRXOG
FRQWURO� FLYLOLDQ�DIIDLUV��ZKLOH� WKH� ,VUDHOL�PLOLWDU\�SROLFHG� LW�
$UHD� &�� ���� RI� WKH� :HVW� %DQN�� ZRXOG� EH� XQGHU� IXOO
FRQWURO� RI� ,VUDHO�� ,VUDHOL� PLOLWDU\� IRUFHV� ZHUH� PHDQW� WR
JUDGXDOO\� ZLWKGUDZ� IURP� FRQWUROOLQJ� DUHDV� %� DQG� &�
+RZHYHU�� WKH� DJUHHPHQW� DOORZHG� ,VUDHO� WR� PDLQWDLQ� LWV
VHWWOHPHQWV�� DQG� WKHUHIRUH�PLOLWDU\� EDVHV� WR� SURWHFW� WKHP�
GHHS�ZLWKLQ�3DOHVWLQLDQ�WHUULWRU\�

� � � 7KH� 2VOR� $FFRUGV� ZHUH� D� PDMRU� FRPSURPLVH� IRU� WKH
3DOHVWLQLDQV�� EXW� WKH\� ZHUH� LQLWLDOO\� JUHHWHG� ZLWK� KRSH�
$UDIDW� UHWXUQHG� WR� 5DPDOODK�� WKH� VHDW� RI� WKH� QHZ� 3$
JRYHUQPHQW�� ZLWK� SDUDGHV� DQG� FHOHEUDWLRQV�� 3HRSOH� IHOW
WKDW�� DW� WKH� YHU\� OHDVW�� WKHLU� GHVSHUDWH� FRQGLWLRQV� XQGHU
RFFXSDWLRQ� ZHUH� DW� DQ� HQG�� +RZHYHU�� WKH� JORZ� RI
SRVVLELOLW\�IDGHG�TXLFNO\��(QWU\� WR�,VUDHO�ZDV�QRW�RSHQ�IRU
ZRUN�DV�LW�KDG�EHHQ�EHIRUH�WKH�,QWLIDGD��DQG�XQHPSOR\PHQW
VN\URFNHWHG��0HDQZKLOH��GXULQJ� WKH�����V�� WKH�QXPEHU�RI
,VUDHOL� VHWWOHPHQWV� GRXEOHG��7KH�3/2� VLJQHG� WKH� DFFRUGV�
ZKLFK�ODLG�RXW�D�ILYH�\HDU�WLPHOLQH�IRU�DQ�LQGHSHQGHQW�VWDWH�
%XW� LVVXHV� RI� WHUULWRU\�� WKH� VWDWXV� RI� -HUXVDOHP�� DQG� WKH
ULJKWV�RI�UHIXJHHV�WR�UHWXUQ�IURP�H[LOH�UHPDLQHG�XQVHWWOHG�

Ͷ͸

+DPDV�DQG�WKH�5HDFWLRQ�WR�2VOR
+DPDV��DQ�DFURQ\P�IRU�WKH�,VODPLF�5HVLVWDQFH�0RYHPHQW�
ZDV� IRXQGHG� LQ� ����� GXULQJ� WKH� )LUVW� ,QWLIDGD�� ,W� KDG� LWV
EHJLQQLQJV� LQ� D� FKDULWDEOH� RUJDQL]DWLRQ� OLQNHG� WR� WKH
(J\SWLDQ� 0XVOLP� %URWKHUKRRG�� ORFDWHG� LQ� *D]D�� ,VODPLF
DFWLYLVWV



DFWLYLVWV�OLNH�WKRVH�ZKR�IRXQGHG�+DPDV�KDG�EHHQ�D�SDUW�RI
3DOHVWLQLDQ� SROLWLFDO� OLIH� IRU� GHFDGHV�� EXW� QHYHU� KDG� WKH
LQIOXHQFH� RI� WKH� 3/2� RU� WKH� OHIWLVW� SDUWLHV�� 7KH� ,VODPLF
DFWLYLVWV� VDZ� WKH�$UDE�VWUXJJOH�DV�D� UHOLJLRXV�TXHVWLRQ�� WKH
VWUXJJOH� RI� WKH� 8PPDK�� RU� ,VODPLF� FRPPXQLW\�� DQG
FULWLFL]HG�WKH�3/2�IRU�LWV�VHFXODULVP��'XULQJ�WKH�����V�DQG
����V�� WKH� ,VUDHOL� PLOLWDU\� LJQRUHG� DQG� HYHQ� HQFRXUDJHG
,VODPLF�DFWLYLVWV��VHHLQJ�WKHP�DV�OHVV�PLOLWDQW�WKDQ�WKH�3/2
DQG�� ZLWK� LQFRPSDWLEOH� LGHRORJLHV�� D�PHDQV� WR� GLYLGH� DQG
FRQTXHU�WKH�3DOHVWLQLDQV�

� � �'XULQJ� WKH�2VOR� SHULRG��+DPDV� VHYHUHO\� FULWLFL]HG� WKH
3/2� ZKHQ� LW� FDPH� RXW� IRU� D� ´WZR�VWDWHµ� VROXWLRQ� DQG
DFFHSWHG�WKH�6WDWH�RI�,VUDHO�ZLWK�WKH������ERUGHUV��+DPDV
DOVR� FULWLFL]HG� WKH� 3/2� ZKHQ�� GXULQJ� QHJRWLDWLRQV�� LW
DQQRXQFHG� WKDW� LW� ZDV� JLYLQJ� XS� WKH� VWUDWHJ\� RI� YLROHQFH
DQG�DUPHG�VWUXJJOH��'XULQJ�WKH�2VOR�QHJRWLDWLRQV��YLROHQFH
DJDLQVW� 3DOHVWLQLDQV� GLG� QRW� VWRS�� DQG� RQ� WKH� SDUW� RI� WKH
VHWWOHUV�LW�HYHQ�JUHZ��2Q�)HEUXDU\�����������DQ�$PHULFDQ�
,VUDHOL�VHWWOHU�PXUGHUHG����SHRSOH�DW�D�PRVTXH�LQ�+HEURQ�
:KLOH� WKH� 3/2� PDLQWDLQHG� LWV� QHJRWLDWLRQV� DQG� LWV��
SURPLVHV��+DPDV�GHFODUHG�WKDW�LW�ZRXOG�VWULNH�EDFN��HYHQ�DW
,VUDHOL�FLYLOLDQV�

�� �:KLOH�WKH�3/2�ZDV�QHJRWLDWLQJ��+DPDV�DFWLYLVWV�FDUULHG
RXW� DWWDFNV�� LQFOXGLQJ� VXLFLGH� ERPELQJV� LQ� ,VUDHO�� 7KHVH
DWWDFNV� KDG� WKH� HIIHFW� RI� SRODUL]LQJ� ,VUDHOL� SROLWLFV�� DQG
WXUQLQJ� SXEOLF� VXSSRUW� DJDLQVW� WKH� 2VOR� $FFRUGV�� 7KH
DWWDFNV� DOVR� KRUULILHG� PDQ\� SHRSOH� LQ� WKH� ZRUOG�� DV� WKH
PHGLD� UHSRUWHG�ZLWK� LPDJHV�RI�ERPEHG�RXW�EXVHV�� ,Q� WKH
2FFXSLHG

Ͷ͹



2FFXSLHG� 7HUULWRULHV�� KRZHYHU�� +DPDV� JDLQHG� FUHGLW
DPRQJ� PDQ\� SHRSOH� ZKR� ZHUH� IUXVWUDWHG� E\� WKH� OLYLQJ
FRQGLWLRQV�WKH\�IDFHG��DQG�WKH�FRPSURPLVH�UHSUHVHQWHG�E\
2VOR�� ,Q� ������ OHVV� WKDQ� WKUHH� SHUFHQW� RI� 3DOHVWLQLDQV� LQ
*D]D� ZHUH� VXSSRUWHUV� RI� +DPDV�� %\� ������ ������ RI
*D]DQV� DQG� ���� RI� :HVW� %DQN� 3DOHVWLQLDQV� VXSSRUWHG
+DPDV��:KLOH� WKH� 3/2�ZDV� KDQJLQJ� XS� LWV�ZHDSRQV� DQG
OHDGLQJ� WKH� 3DOHVWLQLDQV� LQWR� DQ� LQFUHDVLQJO\� GLVDSSRLQWLQJ
GLSORPDWLF�DJUHHPHQW��+DPDV�ZDV�DEOH�WR�FULWLFL]H�IURP�WKH
VLGHOLQHV�DQG�ZLQ�

� � � �7KHUH�ZHUH� DGGLWLRQDO� UHDVRQV� IRU� WKH� IUXVWUDWLRQ�ZLWK
WKH�3/2�WKDW�OHG�WR�VXSSRUW�IRU�+DPDV��7KH�3/2�VWDIIHG
WKH� 3$� ZLWK� DFWLYLVWV� IURP� )DWDK� DQG� WKH� RWKHU� 3/2
SDUWLHV��7KH�3$�EDVLF� ODZV�VSHOOHG�RXW�WKDW�´WKH�HFRQRPLF
V\VWHP� LQ� 3DOHVWLQH� VKDOO� EH� EDVHG� RQ� WKH� SULQFLSOHV� RI� D
IUHH� PDUNHW� HFRQRP\�µ� $� QHZ� FODVV� RI� ULFK� 3DOHVWLQLDQ
EXVLQHVVPHQ� HPHUJHG� DV� WKH� IHZ� ZHDOWK\� 3DOHVWLQLDQV� LQ
WKH� GLDVSRUD� UHWXUQHG�� VHHLQJ� D� IXWXUH� IRU� WKHPVHOYHV� DV
FDSLWDOLVWV� DV� ZHOO� DV� 3DOHVWLQLDQ� FLWL]HQV� LQ� D� IXWXUH
3DOHVWLQLDQ� VWDWH�� 7KH� 3$� ZDV� ULGGOHG� ZLWK� FRUUXSWLRQ� DV
PHPEHUV� RI� WKH� QHZ� EXUHDXFUDF\� XVHG� WKHLU� SRVLWLRQV� WR
HQULFK� WKHPVHOYHV�� EURNHULQJ� EXVLQHVV� GHDOV� DQG� VHOOLQJ
LQIOXHQFH�� 1RW� RQO\� ZDV� WKLV� QHZ� ´2VOR� ERXUJHRLVLHµ
EHFRPLQJ�FRQVSLFXRXVO\�ZHDOWK\��PRVW�RI�WKHP�ZHUH�H[LOHV
ZKR�KDGQ·W�OLYHG�LQ�3DOHVWLQH�IRU�GHFDGHV��LI�WKH\�HYHU�KDG�
:KLOH�WKH�3/2�ZDV�EHFRPLQJ�PLUHG�LQ�FRUUXSWLRQ��+DPDV
ZDV� DEOH� WR� DSSHDU� DV� WKH� PRUH� KRQHVW�� PRUH� PLOLWDQW
DOWHUQDWLYH��

Ͷͺ



Ͷͻ

7KH� 6HFRQG� ,QWLIDGD� ²� 7KH� 'HDWK� RI� WKH
´7ZR�6WDWHµ�6ROXWLRQ
,Q� ������ WKH� ILQDO� &DPS� 'DYLG� VXPPLW� ZDV� KHOG�� 7KLV
PHHWLQJ� ZDV� VXSSRVHG� WR� ILQDOL]H� WKH� 2VOR� $FFRUGV� DQG
EHJLQ� WKH� WUDQVLWLRQ� RI� WKH� 3$� WRZDUGV� WDNLQJ� FRQWURO� RI
WKH� ZKROH� 2FFXSLHG� 7HUULWRULHV�� 7KHVH� PHHWLQJV� EURNH
GRZQ�DV�WKH�GHWDLOV�EHFDPH�FOHDU��,VUDHO·V�ILQDO�RIIHU�ZRXOG
UHWDLQ� LWV� PDMRU� VHWWOHPHQWV�� OLQNHG� E\� ,VUDHOL�RQO\� E\SDVV
URDGV��7KH�:HVW�%DQN�ZRXOG�EH�VSOLW�GRZQ�WKH�PLGGOH�E\
DQ� ,VUDHO�FRQWUROOHG� URDG� WR� WKH�'HDG� 6HD�� *D]D� DQG� WKH
:HVW� %DQN� ZRXOG� EH� OLQNHG� E\� DQ� HOHYDWHG� KLJKZD\� RU
WXQQHO�� FRQWUROOHG� E\� ,VUDHO�� 7KHVH� SURSRVDOV� GLYLGHG� WKH
:HVW�%DQN�LQWR�WKUHH�DUHDV��HDFK�FXW�RII�IURP�WKH�RWKHU�E\
,VUDHOL�FRQWUROOHG� URDGV� DQG� VHWWOHPHQWV�� ,VUDHO� DOVR
GHPDQGHG� FRQWURO� RI� WKH� ERUGHU� RI� WKH�:HVW� %DQN� ZLWK
-RUGDQ��7KHVH� ILQDO� GHWDLOV�ZHUH� WRR�PXFK� IRU�$UDIDW� DQG
WKH� 3/2� WR� DFFHSW�� DQG� WKH� 3/2�ZDONHG� DZD\� IURP� WKH
WDEOH�

���7KH�FROODSVH�RI�WKH�2VOR�$FFRUGV�FRLQFLGHG�ZLWK�D�QHZ
XSULVLQJ� LQ� WKH�2FFXSLHG�7HUULWRULHV�� WKH� 6HFRQG� ,QWLIDGD�
,Q�6HSWHPEHU������� DV� WKH�2VOR�$FFRUGV�ZHUH� FROODSVLQJ�
WKH�KHDG�RI�WKH�/LNXG�3DUW\��*HQHUDO�$ULHO�6KDURQ��PDGH�D
SURYRFDWLYH� YLVLW� WR� WKH� $O�$TVD� 0RVTXH� LQ� -HUXVDOHP�
6KDURQ�� WKH� ,VUDHOL� JHQHUDO� SHUVRQDOO\� UHVSRQVLEOH� IRU
DOORZLQJ� WKH� 6DEUD� DQG� 6KDWLOD� PDVVDFUHV� LQ� ������ ZDV
NQRZQ� DPRQJ� 3DOHVWLQLDQV� DV� WKH� ´EXWFKHU� RI� %HLUXW�µ
6KDURQ�ZDV�FDPSDLJQLQJ�IRU�3ULPH�0LQLVWHU�RQ�D�SODWIRUP
RI� QDWLRQDO� VHFXULW\�� DJDLQVW� WKH� VR�FDOOHG� SHDFH� SURFHVV�
YLVLWLQJ



DQG� KLV� YLVLW� WR�$O�$TVD�ZDV� DQ� DSSHDO� WR� ,VUDHO·V� VHWWOHUV
DQG� WKH� UHOLJLRXV� ULJKW�ZLQJ�� $O�$TVD� LV�� DFFRUGLQJ� WR
UHOLJLRXV� DQG� ULJKW�ZLQJ� LQWHUSUHWDWLRQV�� WKH� VLWH� RI� WKH
RULJLQDO� WHPSOH�RI�'DYLG�DQG�� LQ�RUGHU� WR�IXOO\� UHVWRUH� WKH
-HZLVK�.LQJGRP��$O�$TVD� QHHGV� WR� EH� WRUQ� GRZQ� VR� WKH
WHPSOH�FDQ�EH�UHEXLOW��)RU�3DOHVWLQLDQV��6KDURQ·V�YLVLW�ZDV�D
WKUHDW�DQG�DQ� LQVXOW� WR� WKHLU� UHOLJLRXV�EHOLHIV�� WKHLU�FXOWXUDO
KHULWDJH�� WKHLU� QDWLRQDO� SULGH�� RU� DOO� WKUHH�� 3DOHVWLQLDQ
SURWHVWHUV� DW� $O�$TVD� ZHUH�PHW� ZLWK� WHDU� JDV� DQG� UXEEHU
EXOOHWV�� 6KRUWO\� DIWHU�� WKH�2FFXSLHG� 7HUULWRULHV� HUXSWHG� LQ
UHYROW��,Q�WKH

ͷͲ

6HFRQG� ,QWLIDGD�
WKH� ,VUDHOL� PLO�
LWDU\�GHFLGHG�WKDW
LW� QHHGHG� WR
DYRLG�D� UHSHDW�RI
WKH�)LUVW�,QWLIDGD�
WR� VWRS� WKH
ZKROH�SRSXOD�
WLRQ� RI� 3DOHVWLQLDQV� IURP� PRELOL]LQJ�� 7KHLU� VROXWLRQ"� 7R
TXLFNO\�PLOLWDUL]H� WKH� FRQIOLFW�� 7KH� 6HFRQG� ,QWLIDGD� EHJDQ
ZLWK�PDVV�GHPRQVWUDWLRQV�� MXVW� OLNH� WKH�)LUVW� ,QWLIDGD�� EXW
WKLV� WLPH� ,VUDHOL� WDQNV� DQG� VROGLHUV� XVHG� H[WUHPH� IRUFH
DJDLQVW�WKH�GHPRQVWUDWRUV��6RRQ��RUGLQDU\�SHRSOH�ZHQW�LQWR
KLGLQJ�� DQG� WKH� 6HFRQG� ,QWLIDGD� SOD\HG� RXW� LQ� FODVKHV
EHWZHHQ�DUPHG�3DOHVWLQLDQ�JURXSV�DQG� WKH� ,VUDHOL�PLOLWDU\�
7KH�3DOHVWLQLDQV�ZHUH� KRSHOHVVO\� RXWPDWFKHG��2YHU� �����
3DOHVWLQLDQV�ZHUH�NLOOHG�LQ�WKH�6HFRQG�,QWLIDGD��ZKLOH�,VUDHO
ORVW�����VROGLHUV�



� � � 7KH� 6HFRQG� ,QWLIDGD� KDG� UHSHUFXVVLRQV� LQ� ,VUDHO�� )RU
GHFDGHV�� ,VUDHOL�SROLF\�KDG�EHHQ� WR� LVRODWH� WKH�3DOHVWLQLDQV
LQ� ,VUDHO� IURP� WKRVH� LQ� WKH� :HVW� %DQN�� -XVW� RYHU� WZR
PLOOLRQ� SHRSOH� LQ� ,VUDHO�� WZHQW\� SHUFHQW� RI� LWV� SRSXODWLRQ�
DUH�3DOHVWLQLDQ��7KH�3DOHVWLQLDQV�LQ�,VUDHO�KDYH�EHHQ��IRU�WKH
GXUDWLRQ�RI�,VUDHO·V�KLVWRU\��WUHDWHG�DV�VHFRQG�FODVV�FLWL]HQV�
VXEMHFW� WR� ERWK� IRUPDO� DQG� LQIRUPDO� GLVFULPLQDWLRQ�� 7KH
,VUDHOL� HGXFDWLRQ� V\VWHP� UHPRYHG� DQ\� UHIHUHQFH� WR
3DOHVWLQLDQ� KLVWRU\� DQG� FXOWXUH��0DQ\�3DOHVWLQLDQV�� FXW� RII
IURP�WKHLU�KLVWRU\��FDPH�WR�WKLQN�RI�WKHPVHOYHV�DV�´,VUDHOL
$UDEV�µ� 6LQFH� WKH� )LUVW� ,QWLIDGD�� KRZHYHU�� DQG� HVSHFLDOO\
GXULQJ� WKH� 6HFRQG� ,QWLIDGD�� WKLV� FRQVFLRXVQHVV� EHJDQ� WR
FKDQJH�DV�3DOHVWLQLDQV� LQ�,VUDHO� LGHQWLILHG�ZLWK�WKHLU�IHOORZ
3DOHVWLQLDQV�� DQG� DV� VXFK� WKH\� IHOW� WKH� ULJKW�ZLQJ�EDFNODVK
LQ� ,VUDHO� VWLUUHG� XS� E\� SROLWLFLDQV� OLNH� $ULHO� 6KDURQ�� 7KH
P\WK� RI� ´$UDE�,VUDHOLVµ� VHSDUDWH� IURP� 3DOHVWLQLDQV� ZDV
UDSLGO\�HYDSRUDWLQJ��'XULQJ�WKH�6HFRQG�,QWLIDGD��WKH�1RUWK
RI� ,VUDHO��ZKHUH�3DOHVWLQLDQV� DUH� D�PDMRULW\�� VDZ� D� JHQHUDO
VWULNH� DQG� RSHQ� FRQIURQWDWLRQV� EHWZHHQ� 3DOHVWLQLDQV� DQG
,VUDHOL�SROLFH�� LQFOXGLQJ�WKH�XVH�RI� OLYH�DPPXQLWLRQ�E\�WKH
FRSV�

� � � $ULHO� 6KDURQ� ZDV� HOHFWHG� 3ULPH� 0LQLVWHU� RI� ,VUDHO� LQ
������ 7KH� ´EXWFKHU� RI� %HLUXWµ� FDPSDLJQHG� DJDLQVW� WKH
2VOR� $JUHHPHQWV� DQG� IRU� LQFUHDVHG� VHFXULW\�� 'XULQJ� WKH
2VOR� QHJRWLDWLRQV� DQG� WKH� 6HFRQG� ,QWLIDGD�� WKH� VXLFLGH
ERPELQJV�DQG�DWWDFNV�E\�+DPDV�ZHUH�LPLWDWHG�E\�VRPH�RI
WKH�RWKHU�3DOHVWLQLDQ�SDUWLHV�ZKR�GLG�QRW�ZDQW� WR�EH�RXW�
PDQHXYHUHG��DQG�IHDU�JULSSHG�WKH�,VUDHOL�SRSXODWLRQ��:KLOH
WKH� DWWDFNV�ZRQ�+DPDV� FUHGLELOLW\� DPRQJ� WKH�3DOHVWLQLDQV
ZKR

ͷͳ



ZKR� ZDQWHG� WR� VHH� UHWDOLDWLRQ�� WKH\� KDUGHQHG� WKH� ,VUDHOL
SXEOLF�EHKLQG�LWV�ULJKW�ZLQJ�SROLWLFLDQV��DQG�WKH�PHGLD�DQG
SROLWLFLDQV� ZHUH� DEOH�� RQ� D� ZRUOG� VFDOH�� WR� SDLQW� WKH
3DOHVWLQLDQV�DV�´WHUURULVWVµ�ZKR�QHHGHG�WR�EH�FRQWUROOHG�

����)URP������WR�������D�EORRG\�VWDWXV�TXR�ZDV�HVWDEOLVKHG�
7KH�QHJRWLDWLRQV�ZHUH�RII�WKH�WDEOH��WKH�VHWWOHUV�ZHUH�JLYHQ
D�ERRVW�E\�WKH�6KDURQ�JRYHUQPHQW��DQG�YLROHQFH�EDFN�DQG
IRUWK� EHWZHHQ� WKH� ,VUDHOL� PLOLWDU\� DQG� 3DOHVWLQLDQ� JURXSV
FRQWLQXHG��)URP������ WR� ������3DOHVWLQLDQV� ODXQFKHG����
VXLFLGH�ERPELQJ�DWWDFNV�LQ�UHWDOLDWLRQ�IRU�,VUDHOL�YLROHQFH�

ͷʹ

,Q� ������ WKH
6KDURQ� DGPLQ�
LVWUDWLRQ� DXWK�
RUL]HG� WKH� FRQ�
VWUXFWLRQ� RI� D
´VHSDUDWLRQ� EDUU�
LHU�µ� D� ZDOO� EH�
WZHHQ� WKH� 2FF�
XSLHG�7HUULWRULHV
DQG�,VUDHO��7KH�ZDOO�VLWV�PRVWO\�RQ�3DOHVWLQLDQ�ODQG�ZLWKLQ
WKH� 2FFXSLHG� 7HUULWRULHV�� 7KH� FRQVWUXFWLRQ� RI� WKH� ZDOO
LWVHOI�ZDV�D�FRORQLDO�ODQG�JUDE�ZLWK�����SHUFHQW�RI�WKH�:HVW
%DQN�VLWWLQJ�EHKLQG�WKH�ZDOO�RQ�WKH�,VUDHOL�VLGH��HIIHFWLYHO\
DQQH[HG� WR� ,VUDHO�� 7KH� ZDOO·V� FRQVWUXFWLRQ� FXWV� WKURXJK
FRPPXQLWLHV� DQG� FUHDWHV� EDUULHUV� WR� WUDYHO� ZLWKLQ� WKH
WHUULWRULHV�

,VUDHO
V�VHSDUDWLRQ�ZDOO�GLYLGLQJ�WKH�,VUDHOL�VHWWOHPHQW�RI
3LVJDW� =HHY� �/�� DQG� WKH� 3DOHVWLQLDQ� 6KXDIDW� UHIXJHH
FDPS��5���������



ͷ͵

7KH�1HZ�3RSXODU�5HVLVWDQFH
7KH� FRQVWUXFWLRQ� RI� WKH�ZDOO� WRXFKHG� RII� D� QHZ�ZDYH� RI
SROLWLFDO� DFWLYLVP�� 3DOHVWLQLDQV�� LQ� GR]HQV� RI� YLOODJHV� ZLWK
ODQG�VLWWLQJ�LQ�WKH�SDWK�RI�WKH�ZDOO·V�FRQVWUXFWLRQ��RUJDQL]HG
ZKDW� WKH\� FDOOHG� WKH� ´SRSXODU� UHVLVWDQFH�µ� D� QRQYLROHQW
FDPSDLJQ� RI� FLYLO� GLVREHGLHQFH�� 7KH� DFWLYLVWV� EHKLQG� WKH
SRSXODU� UHVLVWDQFH�� PHQ� DQG� ZRPHQ� ZKR� KDG� RUJDQL]HG
WKH� )LUVW� ,QWLIDGD� ZKHQ� WKH\� ZHUH� \RXQJ�� ZHUH� GHHSO\
FULWLFDO� RI� WKH� VXLFLGH� ERPELQJV�� 7KH\� DUJXHG� WKDW�� ZKLOH
3DOHVWLQLDQV� PD\� IHHO� YLQGLFDWHG� LQ� ODVKLQJ� RXW� DJDLQVW
,VUDHOLV� WR� H[DFW� UHYHQJH�� WDFWLFDOO\� WKH� VXLFLGH� ERPELQJV
ZHUH� IXWLOH�� 7KH\� GLG� QRWKLQJ� WR� VWRS� WKH� DGYDQFH� RI
VHWWOHPHQWV�� WKH�EUXWDOLW\�RI� WKH�PLOLWDU\�RFFXSDWLRQ��RU� WR
IRUFH� DQ\� SROLWLFDO� VHWWOHPHQW�� 7KH� ERPELQJV�� HVSHFLDOO\
DWWDFNV� RQ� FLYLOLDQV�� SXW� WKH� 3DOHVWLQLDQ� VWUXJJOH� LQ� D� EDG
OLJKW� LQ� WKH� H\HV� RI� WKH� ZRUOG�� 0LOLWDU\� RSHUDWLRQV� DOVR
H[FOXGHG� WKH� PDMRULW\� RI� 3DOHVWLQLDQV�� 7KH� )LUVW� ,QWLIDGD
VKRZHG� WKH� SRZHU� RI� D� PDVV� VWUXJJOH� WKDW� HQJDJHV� WKH
ZKROH� SRSXODWLRQ�� DQG� WKH� SRSXODU� UHVLVWDQFH� LQWHQGHG� WR
PRELOL]H�WKLV�SRZHU�DJDLQ��WR�FRQIURQW�WKH�FRQVWUXFWLRQ�RI
WKH� ZDOO� DQG�� ZLWK� PDVV� QRQYLROHQW� FLYLO� GLVREHGLHQFH�
VKRZ�WKH�ZRUOG� WKDW�3DOHVWLQLDQV�VWRRG�RQ� WKH�PRUDO�KLJK
JURXQG�

����)RU�WKH�PRVW�SDUW��,VUDHOL�VWDWH�LGHRORJ\��VHSDUDWLRQ�IURP
WKH� 2FFXSLHG� 7HUULWRULHV�� DQG� UHODWLYH� ZHDOWK� LQVXODWHV
,VUDHOLV� IURP� WKH� 3DOHVWLQLDQ� VWUXJJOH�� 7KH� URRWV� RI
3DOHVWLQLDQ� JULHYDQFHV� DUH� GHQLHG� DQG� GLVPLVVHG�� DQG
3DOHVWLQLDQ� UHVLVWDQFH�� HVSHFLDOO\� YLROHQFH�� EHFRPHV
MXVWLILFDWLRQ� IRU� WKH� RFFXSDWLRQ�� WKH� VHWWOHPHQW
FRQVWUXFWLRQ�



FRQVWUXFWLRQ�� DQG� WKH� RYHUDOO� FRQWLQXDWLRQ� RI� WKH� VWDWH·V
FRORQLDO� SROLF\�� +RZHYHU�� D� VPDOO� QXPEHU� RI� ,VUDHOLV
JUDVSHG� WKH� VLWXDWLRQ�� DQG� WRRN� DFWLRQ� DJDLQVW� WKH
RFFXSDWLRQ�� 7KH� SRSXODU� UHVLVWDQFH� ZDV� MRLQHG� E\� ,VUDHOL
DFWLYLVWV� IURP� $QDUFKLVWV� $JDLQVW� WKH�:DOO�� D� JURXS� ZKR
MRLQHG� 3DOHVWLQLDQV� LQ� WKH� YLOODJHV� LQ� WKHLU� QRQYLROHQW
GHPRQVWUDWLRQV�� IDFLQJ�DUUHVW�� WHDU�JDV�� UXEEHU�EXOOHWV�� DQG
VRPHWLPHV� OLYH� DPPXQLWLRQ�� 7KH� SRSXODU� UHVLVWDQFH� DOVR
LQYLWHG� LQWHUQDWLRQDO� DFWLYLVWV� WR� MRLQ� WKH� GHPRQVWUDWLRQV�
VSUHDGLQJ� DZDUHQHVV� DQG� FRQVFLRXVQHVV� RI� ,VUDHO·V� FULPHV
RQ�D�JOREDO�VFDOH��$V�D�FRQVHTXHQFH��WKH�YLOODJHV�RI�%XGUXV
DQG�%LO·LQ� UHJDLQHG� VRPH�RI� WKH� ODQG� WKH\�KDG� ORVW� WR� WKH
ZDOO·V�FRQVWUXFWLRQ�

����,Q�������KXQGUHGV�RI�3DOHVWLQLDQ�XQLRQV�DQG�FLYLO�VRFLHW\
RUJDQL]DWLRQV� FDPH� WRJHWKHU� WR� FDOO� IRU� DQ� LQWHUQDWLRQDO
FDPSDLJQ�RI�ER\FRWW��GLYHVWPHQW��DQG�VDQFWLRQV��%'6��RQ
WKH�6WDWH�RI�,VUDHO�
7KLV� LQWHUQDWLRQDO
FDPSDLJQ� KDV
JURZQ�� DV� SDUW� RI
D� JURZLQJ� JOREDO
FRQVFLRXVQHVV� RI
WKH� SOLJKW� RI� WKH
3DOHVWLQLDQ
SHRSOH��$Q�LP�
SRUWDQW�DVSHFW�RI�WKLV�FDPSDLJQ�LV�D�GHPDQG�IRU�ULJKWV�IRU
DOO�3DOHVWLQLDQV�JRYHUQHG�E\�,VUDHO��7KLV� LV�D�FKDOOHQJH��QRW
RQO\�WR�,VUDHO
V�RFFXSDWLRQ�RI�WKH�:HVW�%DQN�DQG�*D]D��EXW
DOVR� WR� WKH� XQHTXDO� VRFLHW\� ZLWKLQ� ,VUDHO
V� ERUGHUV� WKDW
WUHDWV

ͷͶ



WUHDWV� WKH�����RI� ,VUDHO
V�SRSXODWLRQ� WKDW� LV�3DOHVWLQLDQ� DV
DQ�LQWHUQDO�HQHP\��:KLOH�WKH�%'6�FDPSDLJQ�GRHV�QRW�KDYH
WKH� SRZHU� WR� RYHUWXUQ� WKH� ,VUDHOL� VWDWH�� LW� KDV� EHHQ� D
IXQGDPHQWDO� HOHPHQW� LQ� EXLOGLQJ� LQWHUQDWLRQDO
FRQVFLRXVQHVV�DQG�VROLGDULW\�ZLWK�WKH�3DOHVWLQLDQV�

ͷͷ

,VUDHO·V�:LWKGUDZDO�IURP�*D]D�DQG�WKH�����
(OHFWLRQ
$ORQJVLGH�WKH�FRQVWUXFWLRQ�RI�WKH�ZDOO��,VUDHO�PRYHG�WR�VHDO
RII�DQG�FRQWURO�*D]D��6RPH�,VUDHOL�VHWWOHPHQWV��FRQVWUXFWHG
LQ� *D]D� E\� WKH� VHWWOHU� PRYHPHQW�� ZHUH� ZLWKGUDZQ�� 7KH
6KDURQ�DGPLQLVWUDWLRQ�PDGH�D�ELJ�GHDO�DERXW�´ZLWKGUDZDOµ
DQG�HYHQ�FODLPHG�WKDW�*D]D�LV�QR�ORQJHU�RFFXSLHG��,Q�IDFW�
D�ZDOO�ZDV� HUHFWHG� DURXQG�*D]D� DQG� WKH� RQO\�ZD\� LQ� DQG
RXW� LV� WKURXJK� ,VUDHOL�FRQWUROOHG� FKHFNSRLQWV�� ZKHWKHU� RQ
WKH�,VUDHOL�RU�(J\SWLDQ�VLGH�� ,VUDHO�FRQWUROV� WKH�3DOHVWLQLDQ
3RSXODWLRQ�5HJLVWU\��ZKLFK�NHHSV� WUDFN�RI�*D]D� UHVLGHQWV�
,VUDHO·V�JRYHUQPHQW�DOVR�SDVVHG�D� ODZ�WKDW�DOORZV�,VUDHO� WR
SURVHFXWH� DQG� LPSULVRQ� *D]DQV� LQ� ,VUDHO�� +XPDQ� 5LJKWV
RUJDQL]DWLRQV� OLQNHG� WR� WKH�8QLWHG�1DWLRQV�GHVFULEH�*D]D
DV�´WKH�ZRUOG·V�ODUJHVW�RSHQ�DLU�SULVRQ�µ

���,Q�������WKH�8�6��DGPLQLVWUDWLRQ�RI�*HRUJH�:��%XVK�SXW
IRUZDUG�D�SODQ�IRU�D�QHZ�URXQG�RI�QHJRWLDWLRQV��FDOOHG�WKH
´URDG� PDS�µ� 7KH� URDG� ZDV� VXSSRVHG� WR� OHDG� WR� DQ
LQGHSHQGHQW�3DOHVWLQLDQ�VWDWH�EXW��DV�ZLWK�2VOR��WKLV�ZDV�D
JRDO� WKDW� ,VUDHO� QHYHU� DFWXDOO\� DJUHHG� WR� RU� SXUVXHG�� 7KH
UHDO� UHDVRQ� IRU� WKH� ´URDG� PDSµ� ZDV� WKDW� WKH� 8�6�� ZDV
SUHSDULQJ� LWV� LQYDVLRQ� RI� ,UDT�� 0DNLQJ� JHVWXUHV� WRZDUGV
VROYLQJ



VROYLQJ� WKH� 3DOHVWLQLDQ� SUREOHP� ZDV� D� ZD\� WR� ZLQ
LQWHUQDWLRQDO� VXSSRUW� IRU� WKH� LQYDVLRQ� DV�� IRU� H[DPSOH�
%ULWDLQ� PDGH� LW� D� SUHFRQGLWLRQ� IRU� LWV� VXSSRUW�� ,VUDHO� SXW
IRUZDUG����REMHFWLRQV�WR�WKH�URDG�PDS��HVVHQWLDOO\�GHQ\LQJ
LWV� ZLOOLQJQHVV� WR� VXSSRUW� LW�� +RZHYHU�� WKH� %XVK
DGPLQLVWUDWLRQ�VWLOO�WUXPSHWHG�WKH�´URDG�PDSµ�DV�D�VXFFHVV
DQG�XVHG�LW�WR�ZLQ�VXSSRUW�IRU�WKH������LQYDVLRQ�RI�,UDT�

� � ,Q� ������ WKH� 3/2·V� ORQJ�WLPH� OHDGLQJ� ILJXUH�� <DVVHU
$UDIDW��GLHG��,VUDHO�DQG�WKH�8QLWHG�6WDWHV�KDG�ERWK�UHIXVHG
WR�GHDO�ZLWK�KLP�DIWHU�WKH�3/2�ZDONHG�DZD\�IURP�WKH�2VOR
$FFRUGV�� $IWHU� KLV� GHDWK�� ,VUDHO� DQG� WKH� 8QLWHG� 6WDWHV
KRSHG� WKDW� WKH� 3/2�ZRXOG� FRPH� XQGHU� WKH� FRQWURO� RI� D
PRUH� SOLDEOH� OHDGHU�� 7KH\� SXVKHG� WKH� 3/2� WR� KROG
HOHFWLRQV� WR� WKH� 3$� ZLWK� WKLV� JRDO� LQ� PLQG�� +RZHYHU�
HOHFWLRQV� WR� WKH� 3DOHVWLQLDQ� /HJLVODWLYH� &RXQFLO�� WKH
OHJLVODWLYH� ERG\� RI� WKH� 3$�� UHWXUQHG� D� VOLP� PDMRULW\� IRU
+DPDV�� ,Q� VSLWH� RI� KROGLQJ� D� IUHH� DQG� RSHQ� HOHFWLRQ�� DV
GHPDQGHG� E\� ,VUDHO� DQG� WKH� 8QLWHG� 6WDWHV�� WKH� RXWFRPH
ZDV� GHHPHG� XQDFFHSWDEOH�� ,QWHUQDWLRQDO� IXQGV� VXSSRUWLQJ
WKH�3$�ZHUH�FXW�RII��DQG�,VUDHO�UHIXVHG�WR�UHOHDVH�WD[HV�SDLG
WR�WKH�3$�E\�3DOHVWLQLDQV��IXQGV�WKDW�,VUDHO�UHWDLQV�XOWLPDWH
FRQWURO�RYHU�

ͷ͸

$IWHU�$UDIDW��0DKPRXG
$EEDV� EHFDPH� WKH
OHDGLQJ� ILJXUH� LQ� )DWDK
DQG� WKH� 3/2�� 8QOLNH
$UDIDW�� $EEDV� ZDV
PXFK�PRUH�UHDG\�WR� 3ULPH� 0LQLVWHU� (KXG� 2OPHUW�� 3UHVLGHQW� *HRUJH

:��%XVK��DQG�3UHVLGHQW�0DKPRXG�$EEDV��������



VXEPLW�WR�SUHVVXUH�DQG�SODQV�LPSRVHG�E\�WKH�8QLWHG�6WDWHV�
,Q�WKH�:HVW�%DQN��WKH�3/2�UHIXVHG�WR�VXUUHQGHU�WKH�3$�WR
+DPDV�� 7KHQ�� LQ� ������ VXSSRUWHG� E\� WKH� 8�6��� WKH� 3/2
DWWHPSWHG�D�FRXS�DJDLQVW�+DPDV�LQ�*D]D��7KH�FRXS�IDLOHG�
DQG� DIWHU� ZHHNV� RI� EORRG\� ILJKWLQJ� EHWZHHQ� 3/2� DQG
+DPDV�IRUFHV��D�QHZ�VLWXDWLRQ�HPHUJHG�²�WKH�3$�LQ�FRQWURO
RI�WKH�:HVW�%DQN��DQG�+DPDV�LQ�FRQWURO�RI�*D]D�

ͷ͹

7KH�6LHJH�RI�*D]D
*D]D�� ZLWK� +DPDV� LQ� FRQWURO�� ZDV� GHFODUHG� ´KRVWLOH
WHUULWRU\µ�E\�,VUDHO��:LWK�WRWDO�FRQWURO�RYHU�ZKDW�FRPHV�LQ
DQG�RXW�RI�*D]D��,VUDHO�OLPLWHG�IRRG�DQG�IXHO�VXSSOLHV�WR�D
PLQLPXP��FRXQWLQJ�FDORULHV�WR�NHHS�*D]DQV�MXVW�DERYH�WKH
VWDUYDWLRQ�OHYHO��+DPDV��LQ�*D]D��XVHG�LWV�YLFWLPL]DWLRQ�DV�D
VRXUFH� RI� PRUDO� FUHGLW�� :KLOH� WKH� 3$� XQGHU� 0DKPRXG
$EEDV�ZDV�GRLQJ�WKH�ELGGLQJ�RI�WKH�8�6���+DPDV�ZDV�DEOH
WR� DSSHDU� DV� D� WUXH� UHVLVWDQFH� RUJDQL]DWLRQ�� DQG� +DPDV·V
PLOLWDU\�ZLQJ�FDUULHG�RXW�UHJXODU�DWWDFNV��ODXQFKLQJ�URFNHWV
LQWR�,VUDHO�

� � � ,Q�������%HQMDPLQ�1HWDQ\DKX�FDPH�WR�SRZHU�DV�,VUDHOL
3ULPH�0LQLVWHU��XVLQJ� WKH� WKUHDW�RI�+DPDV��DQG� WKH� WKUHDW
SRVHG�E\�DWWDFNV�IURP�*D]D��DV�IXHO�IRU�KLV�FDPSDLJQ��DQG
PDNLQJ� DSSHDOV� WR� WKH� VHWWOHU� PRYHPHQW� DQG� ,VUDHO·V� IDU
ULJKW� WKDW� ZDQWHG� WR� UDPS� XS� WKH� FRQVWUXFWLRQ� RI
VHWWOHPHQWV� DQG� WKH� DQQH[DWLRQ�RI�3DOHVWLQLDQ� ODQG�� ,VUDHOL
SROLF\� RIILFLDOO\� FKDQJHG� IURP� ´FRQIOLFW� UHVROXWLRQµ� WR
´FRQIOLFW�PDQDJHPHQW�µ�



,VUDHO·V�:DU�RQ�/HEDQRQ�
,VUDHO·V�LQYDVLRQ�RI�/HEDQRQ�LQ������KDG�GLUHFWO\�OHG�WR�WKH
FUHDWLRQ� RI� +H]EROODK�� D� 6KLD� SROLWLFDO� SDUW\� DQG� DUPHG
IRUFH� ZLWK� OLQNV� WR� ,UDQ�� ,VUDHO·V� RFFXSDWLRQ� RI� 6RXWK
/HEDQRQ��ZKLFK� ODVWHG����\HDUV�� VDZ�WKH�,VUDHOL�PLOLWDU\� LQ
FRQVWDQW� FRQIOLFW� ZLWK� +H]EROODK·V� PLOLWDU\� IRUFHV�� (YHQ
DIWHU� ,VUDHO·V� ZLWKGUDZDO� LQ� ������ +H]EROODK� DQG� ,VUDHOL
IRUFHV� FODVKHG� DW� WKH� ERUGHU�� ,Q� ������ +H]EROODK� IRUFHV
FDSWXUHG� WZR� ,VUDHOL� VROGLHUV�� KRSLQJ� WR� WUDGH� WKHP� IRU
/HEDQHVH�SULVRQHUV� LQ� ,VUDHOL� MDLOV�� ,VUDHO� UHVSRQGHG�ZLWK�D
EORFNDGH�� ERPEDUGPHQW�� DQG� LQYDVLRQ� RI� /HEDQRQ� WR
´GHVWUR\�+H]EROODK�µ�2YHU� WKH� FRXUVH�RI� D�PRQWK�� ,VUDHOL
IRUFHV� SRXQGHG� /HEDQRQ�� HVSHFLDOO\� %HLUXW·V� 6KLD
QHLJKERUKRRGV�ZKHUH�+H]EROODK�KDV�LWV�VXSSRUW�EDVH�

� � 7KH� ZDU� EUXWDOL]HG� /HEDQRQ�� GHVWUR\LQJ� LQIUDVWUXFWXUH
DQG� GLVSODFLQJ� RYHU� D� PLOOLRQ� /HEDQHVH�� RQH�WKLUG� RI� WKH
SRSXODWLRQ�� IURP� WKHLU� KRPHV��$W� WKH� VDPH� WLPH�� WKH�ZDU
ZDV�D�IDLOXUH�LQ�WHUPV�RI�,VUDHO·V�JRDOV��+H]EROODK�SURYHG�WR
EH� ZHOO�SUHSDUHG�� DQG� HYHQ� WKRXJK� LWV� IRUFHV� ZHUH
RXWPDWFKHG�� LW� FDPH� RXW� RI� WKH� ZDU� VWURQJHU�� DQG� ZLWK
PRUH� SROLWLFDO� FUHGLW� LQ� /HEDQHVH� SROLWLFV�� 7KH� ZDU� DOVR
VKRZHG� WKH� SRZHU� RI� ,UDQLDQ� PLOLWDU\� VXSSRUW�� ZKLFK
+H]EROODK�KDG�EHQHILWHG�IURP�VLQFH�LWV�FUHDWLRQ�

���7KH������ZDU�VHW�D�SUHFHGHQW�IRU�IXWXUH�FRQIOLFWV��,VUDHO·V
ZDUV� DJDLQVW� WKH� 3DOHVWLQLDQV� DOZD\V� WKUHDWHQ� WR� RYHUIORZ
WKH�ERUGHUV�RI�3DOHVWLQH�DQG�,VUDHO�DQG�VSLOO�RYHU�LQWR�RWKHU
FRXQWULHV��VWDUWLQJ�ZLWK�/HEDQRQ�

ͷͺ



$�&\FOH�RI�%UXWDOLW\�²�,VUDHOL�3ROLWLFV�DQG�WKH
*D]D�:DUV
6LQFH� ������ D� YLFLRXV� DQG� F\QLFDO� F\FOH� RI� YLROHQFH� KDV
WDNHQ�KROG�� ,Q�*D]D��XQGHU�VLHJH�� WKH�SUHVVXUH�EXLOGV�DQG�
WR� PDLQWDLQ� FUHGLELOLW\�� WR� DSSHDU� WR� EH� GRLQJ� VRPHWKLQJ
DERXW� WKH� VLWXDWLRQ��+DPDV� DQG� RWKHU�� VPDOOHU� 3DOHVWLQLDQ
JURXSV�DIILOLDWHG�ZLWK�+DPDV�FDUU\�RXW�DWWDFNV��,VUDHO� WKHQ
UHVSRQGV�ZLWK�H[FHSWLRQDO�EUXWDOLW\��DLU�VWULNHV��DQG�SHULRGLF
JURXQG� LQYDVLRQV�� 7KH� ULJKW�ZLQJ� LQ� ,VUDHO�� OHG� E\
1HWDQ\DKX��EHQHILWV�SROLWLFDOO\�IURP�WKHVH�ZDUV�RQ�*D]D�DV
WKH�,VUDHOL�SRSXODWLRQ�UDOOLHV�DURXQG�WKH�JRYHUQPHQW�LQ�WKH
QDPH�RI�´VHOI�GHIHQVH�µ�,W�EHFDPH�DOPRVW�D�MRNH��WKDW�ZKHQ
,VUDHO� KDV� DQ� HOHFWLRQ�� D� ZDU� RQ� *D]D� LV� MXVW� DURXQG� WKH
FRUQHU��+DPDV�KDV�PDLQWDLQHG�D� UDLQ�RI� URFNHWV�RQ�,VUDHO�
PRVWO\� LQWHUFHSWHG�E\� WKH�8�6��IXQGHG� ,URQ�'RPH�PLVVLOH
GHIHQVH� V\VWHP�� ,Q� ,VUDHO�� PDQ\� PRUH� SHRSOH� GLH� LQ� FDU
FUDVKHV�WKDQ�IURP�+DPDV�URFNHWV��

����6LQFH�������,VUDHO�KDV�ZDJHG�ILYH�EORRG\�ZDUV�DJDLQVW�WKH
SHRSOH�RI�*D]D��,Q�������LQ�UHVSRQVH�WR�URFNHWV�ILUHG�IURP
*D]D�� ,VUDHO� ODXQFKHG� ´2SHUDWLRQ� &DVW� /HDG�µ� ,Q� WKH
IROORZLQJ� LQYDVLRQ��������3DOHVWLQLDQV�DQG����,VUDHOLV�ZHUH
NLOOHG�� ,Q� ������ ,VUDHO� DQQRXQFHG� �2SHUDWLRQ� 3LOODU� RI
'HIHQVH�µ� ,Q� WKDW� FRQIOLFW�� ����3DOHVWLQLDQV�ZHUH� NLOOHG� LQ
DLUVWULNHV�� ,Q� ������ ,VUDHO� ZDJHG� D� IXOO�EORZQ� JURXQG
LQYDVLRQ�� FDOOHG� �2SHUDWLRQ� 3URWHFWLYH� (GJH�µ� LQ� ZKLFK
������3DOHVWLQLDQV�DQG����,VUDHOLV�ZHUH�NLOOHG��7KHQ�LQ������
DQRWKHU� DWWDFN�� GXEEHG� ´2SHUDWLRQ� *XDUGLDQ� RI� WKH
:DOOV�µ�OHG�WR�����3DOHVWLQLDQV�EHLQJ�NLOOHG�

ͷͻ



� � � �$�FKLOG� LQ�*D]D��ERUQ� LQ�������ZRXOG�EH�VL[WHHQ�\HDUV
ROG� WRGD\�� DQG� ZRXOG� KDYH� OLYHG� WKURXJK� FRQVWDQW� VLHJH�
GHSULYDWLRQ��DQG�PXOWLSOH�ZDUV��ZLWK�DOO�RI�WKH�SV\FKRORJLFDO
GDPDJH� WKDW� FRPHV� IURP� WKDW� H[SHULHQFH��+DOI� RI�*D]D·V
SRSXODWLRQ� LV�XQGHU� WKH�DJH�RI�����DQG�WKLV�KLVWRU\�RI�ZDU
DQG�GHSULYDWLRQ� LV�ZKDW� WKH\�KDYH�NQRZQ�IRU�PRVW�� LI�QRW
DOO��RI�WKHLU�OLYHV��7KLV�LV�WKH�UHDOLW\�RI�WKH�VLHJH�RI�*D]D��,W
LV�DQ�DWURFLW\�RI�KLVWRULF�SURSRUWLRQV��XQIROGLQJ�LQ�IURQW�RI
RXU� H\HV�� 1RZ�� ZLWK� WKH� FXUUHQW� ZDU�� WKH� KRUURUV� KDYH
HVFDODWHG�WR�XQLPDJLQDEOH�KHLJKWV��

͸Ͳ

2SHUDWLRQ�3URWHFWLYH�(GJH��������

7KH� $UDE� 6SULQJ� ²� )URP� +RSH� WR
'LVLOOXVLRQPHQW
,Q� ������ D� UHYROW� VZHSW� $UDE� QDWLRQV�� 7KH� $UDE� 6SULQJ
UHVXOWHG� LQ� WKH� WRSSOLQJ� RI� ORQJ�VWDQGLQJ� GLFWDWRUVKLSV� LQ
(J\SW��7XQLVLD��DQG�/LE\D��DQG�DWWHPSWV�WR�GR�WKH�VDPH�LQ
RWKHU� FRXQWULHV�� 7KH�$UDE� 6SULQJ� UDLVHG� JUHDW� KRSHV�� DQG
WKH� GHPDQGV� RI� WKH� PDVVHV� RI� SRRU� DQG� ZRUNLQJ� SHRSOH
ZHUH�



ZHUH�FOHDU��7KH\�UDLVHG�WKH�FDOO�IRU�EUHDG��GLJQLW\��DQG�VRFLDO
MXVWLFH��:KLOH� WKH� PDVVHV� ZHUH� UHYROXWLRQDU\�� WKH\� ODFNHG
OHDGHUVKLS� WKDW� FRXOG� GLUHFW� WKDW� HQHUJ\�� ,QVWHDG�� WKH\
JHQHUDOO\� IROORZHG� RUJDQL]DWLRQV� VXFK� DV� WKH� 0XVOLP
%URWKHUKRRG� LQ� (J\SW� RU� ,VODPLVW� PLOLWLDV� RSHUDWLQJ� LQ
6\ULD�� 7KHVH� RUJDQL]DWLRQV
� SULRULW\� ZDV� WR� WDNH� SRZHU� DW
WKH� KHDG� RI� WKH� VWDWHV� ZLWKRXW� IXQGDPHQWDOO\� FKDOOHQJLQJ
WKH�VWDWXV�TXR�IRU�WKH�PDVVHV�

� � � �0DQ\� 3DOHVWLQLDQV� KRSHG� WKDW� WKH�$UDE� 6SULQJ�ZRXOG
OHDG�WR�D�QHZ�VWUXJJOH�RI�WKH�$UDE�SHRSOH�DV�D�XQLILHG�IRUFH
WKDW� FRXOG� VDYH� WKH� 3DOHVWLQLDQV� IURP� WKHLU� RQJRLQJ
FRORQL]DWLRQ� DQG� RFFXSDWLRQ� E\� WKH� 6WDWH� RI� ,VUDHO��7KHVH
KRSHV� ZHUH� GDVKHG�� 7KH� 0XVOLP� %URWKHUKRRG� LQ� (J\SW
SOHGJHG� WR�PDLQWDLQ�(J\SW
V� WUHDWLHV�ZLWK� ,VUDHO�� /LNHZLVH�
WKH�QHZ�UHJLPH�LQ�/LE\D�DLPHG�WR�PDNH�DQ�DFFRPPRGDWLRQ
ZLWK� WKH� LPSHULDOLVW�RUGHU��6\ULD�DQG�/LE\D�GHVFHQGHG� LQWR
FKDRV�DQG�FLYLO�ZDU��7KH�ZDYH�RI�UHYROW�IDLOHG�WR�RYHUWXUQ
UHJLPHV� HOVHZKHUH�� DQG� WKH� KRSHV� RI� WKH� 3DOHVWLQLDQV� IRU
DQ\�DVVLVWDQFH�ZHUH�IUXVWUDWHG�

͸ͳ

'HPRQVWUDWLRQ�IRU�VWDQGLQJ�ZLWK�3DOHVWLQH�LQ�7XQLVLD�������



� � � �1RQHWKHOHVV�� WKH�$UDE�6SULQJ�GHPRQVWUDWHG� WKH� ODWHQW
UHYROXWLRQDU\�LPSXOVH�DFURVV�WKH�0LGGOH�(DVW��:KLOH�LW�GLG
QRW�UHVXOW�LQ�D�UHYROXWLRQDU\�FKDQJH��DQG�LV�ZLGHO\�UHJDUGHG
DV�D�GHIHDW��VRFLDO�VWUXJJOHV�KDYH�QRW�FHDVHG��,UDT��/HEDQRQ�
-RUGDQ�� DQG� 6\ULD� KDYH� DOO� VHHQ� ZDYHV� RI� VWUXJJOH�� ,I� D
UHYROXWLRQDU\� OHDGHUVKLS� HPHUJHV� WR� H[SUHVV� WKH� UHDO
GHPDQGV�RI� WKH�SRSXODWLRQ�� LW�ZLOO�QRW�RQO\� WUDQVIRUP� OLIH
IRU�PLOOLRQV� LQ� WKH�$UDE�VWDWHV�� LW�FRXOG�ILQDOO\�DFKLHYH� WKH
XQLILFDWLRQ�RI� WKH�$UDE�SHRSOH�DQG�SUHVHQW�D� IXQGDPHQWDO
FKDOOHQJH�WR�WKH�6WDWH�RI�,VUDHO��HYHQ�SRVVLEO\�OHDGLQJ�WR�LWV
GHIHDW��

͸ʹ

7KH�5LVH�RI�WKH�)DU�5LJKW�LQ�,VUDHO
7KH�*D]D�ZDUV�FRLQFLGHG�ZLWK�WKH�ULVH�WR�SRZHU�RI�WKH�IDU
ULJKW� LQ� ,VUDHO�� 7KH� WUDGLWLRQDO� ULJKW�� ZLQJ� SDUW\� LQ� ,VUDHO�
WKH� /LNXG�� XQGHU� WKH� OHDGHUVKLS� RI� %HQMDPLQ� 1HWDQ\DKX�
KDV� XVHG� WKH� 3DOHVWLQLDQ�,VUDHOL� FRQIOLFW� WR� LWV� EHQHILW�
SOD\LQJ� RQ� VHFXULW\� IHDUV� DQG� VWRNLQJ� ,VUDHOL� QDWLRQDOLVP�
2QH�RI� WKH�PDMRU� VXSSRUWV� IRU�/LNXG�KDV�EHHQ� WKH�VHWWOHU
SRSXODWLRQ��ZKLFK�KDV�LQ�WXUQ�SURGXFHG�LWV�RZQ�SROLWLFLDQV�
2YHU� WKH� ODVW� GHFDGH� DQG� D� KDOI�� IDU�ULJKW� SROLWLFLDQV�ZKR
ZRXOG�KDYH�RQFH�EHHQ�PDUJLQDO�� IULQJH� ILJXUHV��KDYH�EHHQ
LQFRUSRUDWHG� LQWR� 1HWDQ\DKX·V� UXOLQJ� FRDOLWLRQ� DQG� KDYH
EHFRPH� SXEOLF� RIILFLDOV�� )RU� H[DPSOH�� ,VUDHO·V� FXUUHQW
)LQDQFH�0LQLVWHU�%H]DOHO�6PRWULFK� LV� D� VHWWOHU� LQ� WKH�:HVW
%DQN�DQG�KHDG�RI�WKH�5HOLJLRXV�=LRQLVP�3DUW\��1RW�RQO\�LV
6PRWULFK� FRPPLWWHG� WR� WKH� VHWWOHU� SURMHFW�� KH� RSSRVHV
/*%74�� ULJKWV� LQ� ,VUDHO� DQG�ZDQWV� WR� XVH� OHJLVODWLRQ� WR
IRUFH� SHRSOH� WR� OLYH� DFFRUGLQJ� WR� UHOLJLRXV� ODZ�� 7KH
QHZOLQHVV



1DWLRQDO� 6HFXULW\� 0LQLVWHU�� ,WDPDU� %HQ�*YLU�� DQRWKHU
VHWWOHU�� KHDGV� WKH� -HZLVK� 3RZHU� 3DUW\�� %HQ�*YLU� ZDV
FRQYLFWHG� LQ������RI� LQFLWLQJ�UDFLVW�DWWDFNV�RQ�3DOHVWLQLDQV
DQG� VXSSRUWLQJ� IDU�ULJKW� WHUURULVP�� 7RGD\�� KH� SHUVRQDOO\
KHDGV�XS�D�VHFXULW\�IRUFH�WKDW�GHIHQGV�VHWWOHUV� LQ�WKH�:HVW
%DQN�� 7KHVH� IDU�ULJKW� ILJXUHV� DUHQ·W� MXVW� SOD\LQJ� WKH� XVXDO
SROLWLFV� RI� WKH� ODVW� GHFDGHV�� 7KH\� ZDQW� WR� DGYDQFH� WKH
HWKQLF�FOHDQVLQJ�RI�3DOHVWLQLDQV�DW�D�PRUH�DFFHOHUDWHG�SDFH�
DQG�WUDQVIRUP�,VUDHOL�SROLWLFV�ZLWK�D�UHOLJLRXV�EDVLV�IRU�FLYLO
ODZ�

���)URP�-DQXDU\�WR�6HSWHPEHU��������,VUDHO�ZDV�JULSSHG�E\
PDVVLYH� SURWHVWV�� 1HWDQ\DKX� DQG� KLV� ULJKW�ZLQJ� FDELQHW
DLPHG� WR� UHPRYH�SRZHU� IURP� WKH�6XSUHPH�&RXUW�� WR� IUHH
WKH� ULJKW�ZLQJ� JRYHUQPHQW� WR� DGYDQFH� LWV� DJHQGD�ZLWKRXW
REVWDFOHV��7KLV�LV�LPSRUWDQW�IRU�WKH�UHOLJLRXV�DQG�RWKHU�IDU�
ULJKW�SDUWLHV��ERWK�WR�SXVK�SUR�VHWWOHPHQW�SROLFLHV��EXW�DOVR
WR� LPSRVH� UHOLJLRXVO\� PRWLYDWHG� OHJLVODWLRQ� ZLWKLQ� ,VUDHO�
+XQGUHGV� RI� WKRXVDQGV� RI� ,VUDHOLV� WRRN� WR� WKH� VWUHHWV� WR
SURWHVW�� LQFOXGLQJ�PLGGOH� DQG� XSSHU� FODVV� ,VUDHOLV�� IRUPHU
SROLWLFLDQV�� DQG� FHOHEULWLHV�� :KLOH� WKHVH� SURWHVWV� ZHUH
GUDPDWLF��WKH�SURWHVWHUV�IDLOHG�WR�RU�ZHUH�XQZLOOLQJ�WR�WRXFK
WKH�VRXUFH�RI�WKH�SUREOHP��7KH�IDU�ULJKW�LQ�,VUDHO�ZDQWV�WR
DJJUHVVLYHO\�DGYDQFH�WKH�FRORQL]DWLRQ�RI�3DOHVWLQLDQ�ODQG��,W
ZDV�FUHDWHG�LQ�WKH�VHWWOHPHQWV��DQG�KDV�VHL]HG�SRZHU�LQ�WKH
VWDWH�� 7KH� ,VUDHOLV� ZKR� SURWHVW�PD\�ZDQW� WR� SURWHFW� WKHLU
KLVWRULF�ULJKWV�DQG�OLEHUWLHV��EXW�WKH�YHU\�IRXQGDWLRQV�RI�WKH
VWDWH� DUH� URWWHQ�� EHLQJ� EDVHG� RQ� WKH� FRORQL]DWLRQ� RI
3DOHVWLQLDQ� ODQG�� 7KH� ULVH� RI� WKH� IDU�ULJKW� LQ� ,VUDHO
UHSUHVHQWV� ,VUDHOL� FRORQLDOLVP� XQOHDVKHG� DQG� VKDPHOHVVO\
DQQH[

͸͵



͸Ͷ

,Q�������3DOHVWLQLDQV�LQ�*D]D�DWWHPSWHG�D�GLIIHUHQW�VROXWLRQ
WR� WKHLU� SOLJKW�� RWKHU� WKDQ� ZDLWLQJ� DQG� ZDWFKLQJ� IRU� WKH
QH[W� LQYDVLRQ�� ,Q� 0DUFK�� ������� 3DOHVWLQLDQV� PDUFKHG� WR
WKH�ZDOO�VHSDUDWLQJ�*D]D�IURP�,VUDHO�LQ�D�PDVV��QRQYLROHQW
GHPRQVWUDWLRQ�FDOOHG� WKH�*UHDW�0DUFK�RI�5HWXUQ��)RU� WKH
IROORZLQJ�\HDU��HYHU\�)ULGD\��*D]DQV�PDUFKHG�WR�WKH�ZDOO�WR
SURWHVW��7KH\�ZHUH�PHW�ZLWK�EUXWDO�YLROHQFH��7HDU�JDV�DQG
UXEEHU� EXOOHWV� ZHUH� ILUHG� DW� WKH� SURWHVWHUV�� ZKLOH� ,VUDHOL
VQLSHUV� FDUULHG� RXW� WDUJHWHG� DVVDVVLQDWLRQV� RU� GHOLYHUHG
FULSSOLQJ� DQG� SDUDO\]LQJ� ZRXQGV�� 6RPH� ���� 3DOHVWLQLDQV
ZHUH� NLOOHG� DQG� ������ ZRXQGHG�� LQFOXGLQJ� ���� VWUXFN� E\
OLYH�DPPXQLWLRQ��

����7KH�*UHDW�0DUFK�RI�5HWXUQ�ZDV�D�GHVSHUDWH�SOHD�WR�WKH
FRQVFLHQFH� RI� WKH� ZRUOG�� +RZHYHU�� WKH� EHVW� WKDW� ZRUOG
JRYHUQPHQWV�ZHUH�ZLOOLQJ� WR�GR�ZDV�UDLVH�TXHVWLRQV�DERXW
,VUDHOL� FRQGXFW�� RU� FRQGHPQ� WKH� UHSUHVVLRQ�� %XW� WKHVH
ZRUGV�DPRXQWHG�WR�OLWWOH�PRUH�WKDQ�KRW�DLU��$IWHU�WKH�*UHDW�

DUJXLQJ�IRU�DQQH[DWLRQ��SRSXODWLRQ�WUDQVIHU��DQG�JHQRFLGH�
)RU� 3DOHVWLQLDQV�� QRW� PXFK� LV� GLIIHUHQW� EHWZHHQ� WKH� IDU�
ULJKW�DQG�,VUDHO·V�PRUH�PRGHUDWH�SROLWLFLDQV��7KH�RQO\�WKLQJ
WKDW�VHSDUDWHV�WKHP�LV�WKH�YLROHQFH�RI�WKHLU�UKHWRULF�DQG�WKH
VSHHG� ZLWK� ZKLFK� WKH\� SURSRVH� WR� FRPSOHWH� WKH� VDPH
SURMHFW�²� FRORQL]DWLRQ��0RVW�3DOHVWLQLDQV� LQ� ,VUDHO�GLG�QRW
VXSSRUW� RU� SDUWLFLSDWH� LQ� WKH� SURWHVW�PRYHPHQW�� DV� LW� GLG
QRWKLQJ�WR�DGGUHVV�WKHLU�FRQFHUQV�

7KH�*UHDW�0DUFK�RI�5HWXUQ�DQG�WKH�5HELUWK
RI�$UPHG�6WUXJJOH



0DUFK�RI�5HWXUQ��PDQ\�3DOHVWLQLDQ�\RXWK�LQ�WKH�:HVW�%DQN
EHJDQ�WR�TXHVWLRQ�WKH�HIIHFWLYHQHVV�RI�PDVV�PRELOL]DWLRQV�
$�URPDQWLF� LGHQWLILFDWLRQ�ZLWK�WKH�JXHUULOOD�VWUXJJOH�RI�WKH
SDVW��DORQJ�ZLWK�WKH�GDLO\��EUXWDO�YLROHQFH�RI�,VUDHOL�VROGLHUV
DQG� VHWWOHUV�� OHG� \RXQJ� 3DOHVWLQLDQV� WR� IRUP� QHZ� DUPHG
FHOOV�ZLWK�WKH�JRDO�RI�GHWHUULQJ�VHWWOHU�DQG�PLOLWDU\�YLROHQFH
ZLWK�WKH�UHWDOLDWRU\�YLROHQFH�RI�WKH�QHZ�PLOLWDQW�JURXSV�

͸ͷ

7KRXVDQGV� RI� *D]DQV� FDUU\� RXW� D� VL[�ZHHN� VLW�LQ
GHPRQVWUDWLRQ�DORQJ�WKH�ERUGHU�ZLWK�,VUDHO��������

����,Q�������SULRU�WR�2FWREHU��������3DOHVWLQLDQV�ZHUH�NLOOHG
LQ� WKH� :HVW� %DQN�� WKH� KLJKHVW� QXPEHU� LQ� \HDUV�� ,Q
3DOHVWLQLDQ�FLWLHV�OLNH�-HQLQ�DQG�1DEOXV��PLOLWDQW�JURXSV�KDG
EHHQ� IRUPHG� E\� \RXQJ� 3DOHVWLQLDQV� DFURVV� SDUW\� OLQHV� WR
UHWDOLDWH� DJDLQVW� VHWWOHU� YLROHQFH�� 7KH� ,VUDHOL� PLOLWDU\�
FKHHUHG� RQ� E\� WKH� IDU� ULJKW� DQG� VHWWOHUV�� ODXQFKHG� PDMRU
PLOLWDU\� RSHUDWLRQV� DJDLQVW� WKLV� UHWDOLDWLRQ�� 6HWWOHUV� ULRWHG
DQG�GHVWUR\HG�3DOHVWLQLDQ�YLOODJHV��NLOOLQJ�FLYLOLDQV�ZLWK�OLWWOH
WR�QR�LQWHUIHUHQFH�E\�,VUDHOL�IRUFHV�



͸͸

2FWREHU���²�$�/HDS�LQWR�WKH�8QNQRZQ
:KLOH� WKH� ,VUDHOL�PLOLWDU\�ZDV� SUHRFFXSLHG�ZLWK� UHVLVWDQFH
LQ� WKH� :HVW� %DQN�� WKH� PLOLWDU\� ZLQJ� RI� +DPDV� LQ� *D]D�
ZLWK� WKH� KHOS� RI� RWKHU�� VPDOOHU� RUJDQL]DWLRQV� LQFOXGLQJ
*D]D�EDVHG�JURXSV�OLQNHG�WR�WKH�3/2�SDUWLHV��ODXQFKHG�DQ
XQSUHFHGHQWHG�VWULNH�DJDLQVW�,VUDHO��7KUHH�WKRXVDQG�URFNHWV
ZHUH�ODXQFKHG��7KHQ�+DPDV�OHG�IRUFHV�EUHDFKHG�WKH�*D]D
ZDOO� XVLQJ� PRGLILHG� KDQJ�JOLGHUV�� 7KH� DWWDFN�� ZKLFK
VXFFHVVIXOO\� FDSWXUHG� ���� KRVWDJHV�� DOVR� UHVXOWHG� LQ� WKH
GHDWKV� RI� ������� PDQ\� RI� ZKRP� ZHUH� DFWLYH�GXW\� ,VUDHOL
VROGLHUV� DQG�RIILFHUV��ZKLOH�RWKHUV�ZHUH� FLYLOLDQV� LQFOXGLQJ
\RXQJ�SHRSOH�SDUW\LQJ�DW�D�UDYH�KHOG�RQ�PLOLWDU\�ODQG�

� � �4XHVWLRQV� VZLUO� DURXQG� WKH� DWWDFN��:KDW� ZDV� LWV� JRDO"
:KR�ZHUH� WKH� WDUJHWV"�+RZ�PDQ\� GLHG� IURP� WKH�+DPDV
DQG� RWKHU� JURXSV·� DWWDFN� DQG� KRZ� PDQ\� ZHUH� NLOOHG� E\
IULHQGO\�ILUH�DV�WKH�,VUDHOL�PLOLWDU\�VFUDPEOHG�WR�UHVSRQG"�,W
KDV� DOVR� FRPH� WR� OLJKW� WKDW� WKH� 1HWDQ\DKX� JRYHUQPHQW
LJQRUHG�ZDUQLQJV�IURP�(J\SWLDQ�LQWHOOLJHQFH�WKDW�DQ�DWWDFN
ZDV� LPPLQHQW�� DQG� WKH� SODQ� LWVHOI�ZDV� VHHQ� E\� WKH� ,VUDHOL
PLOLWDU\�D�\HDU�LQ�DGYDQFH��7KH�,VUDHOL�VWDWH�HLWKHU�H[SHFWHG
RU�XQGHUHVWLPDWHG�WKH�VFDOH�RI�WKH�DWWDFN�

� � /LNH� WKH� VXLFLGH� ERPELQJV� LW� KDG� LQWURGXFHG� WR� WKH
VWUXJJOH�� +DPDV·V� DWWDFN� KRUULILHG� WKH� ZRUOG�� HVSHFLDOO\
SHRSOH�ZLWKRXW�NQRZOHGJH�RI�WKH�FRQIOLFW·V�EORRG\�KLVWRU\�
%XW�PDQ\�3DOHVWLQLDQV�� DQG�SHRSOH� WKURXJKRXW� WKH�0LGGOH
(DVW�DQG�PXFK�RI�WKH�UHVW�RI�WKH�ZRUOG��IHOW�RWKHUZLVH��7KH
+DPDV�DWWDFN�ZDV�D�EORZ�DJDLQVW� ,VUDHO� DQG� LWV� LPSHULDOLVW
VRR



SDWURQ�� WKH� 8QLWHG� 6WDWHV�� (J\SW�� 6DXGL� $UDELD�� DQG� WKH
*XOI� 6WDWHV� KDG� EHHQ� LQ� GLVFXVVLRQV� ZLWK� ,VUDHO�� WR� VLJQ
DJUHHPHQWV� DQG�´VWDELOL]Hµ� WKH�0LGGOH�(DVW��3DUW� RI� WKHVH
DJUHHPHQWV�PHDQW�WKDW�WKH�$UDE�VWDWHV�ZRXOG�IDYRU�WKH�3$
DW�WKH�H[SHQVH�RI�+DPDV�LQ�WKHLU�SROLFLHV�WRZDUGV�3DOHVWLQH��

͸͹

����:KDW�KDV�IROORZHG�LV�WKH�VWXII�RI�QLJKWPDUHV��,VUDHO�FXW
RII�DOO�IRRG��IXHO��DQG�PHGLFLQH�WR�*D]D��7KH�,VUDHOL�PLOLWDU\
EHJDQ�D�ERPELQJ�FDPSDLJQ��IROORZHG�E\�D�PLOLWDU\�LQYDVLRQ
RI�*D]D�WKDW�KDV�WKXV�IDU�NLOOHG�DW� OHDVW���������ZLWK�PRUH
DGGHG� HYHU\� GD\�� 7KH� RYHUZKHOPLQJ� PDMRULW\� RI� GHDWKV
KDYH�EHHQ�FLYLOLDQV��KDOI�RI�WKHP�XQGHU�WKH�DJH�RI�����,VUDHO
KDV� ERPEHG� VFKRROV� DQG� KRVSLWDOV�� IODWWHQHG� UHVLGHQFHV�
DQG� UHGXFHG�PXFK� RI�*D]D� WR� UXEEOH��7KH� SRSXODWLRQ� RI
WKH�1RUWK������PLOOLRQ�SHRSOH��ZDV�RUGHUHG�E\�,VUDHO�WR�IOHH
WR� WKH�6RXWK�� DQG�ERPEHG�ZKLOH� WKH\�ZHUH� IOHHLQJ��:KLOH
PDQ\� ,VUDHOLV� EODPH� 1HWDQ\DKX� DQG� KLV� JRYHUQPHQW� IRU
IDLOLQJ�WR�VHH�WKH�GDQJHU�RI�D�SRVVLEOH�DWWDFN��WKH\�VXSSRUW
WKH�ZDU�WR�´URRW�RXW�+DPDV�µ�,VUDHOL�SROLWLFLDQV�RSHQO\�FDOO
IRU�D�QHZ�1DNED��DQG�VD\�WKDW�DIWHU�*D]D��WKH�:HVW�%DQN�LV�



QH[W��7KH�IXOO�H[WHQW�RI�,VUDHOL�PLOLWDU\�DJJUHVVLRQ�KDV�EHHQ
XQOHDVKHG�DQG�ZH�DUH�ZDWFKLQJ�D�JHQRFLGDO� HUDVXUH�RI� OLIH
LQ�*D]D�� ,W� LV� LPSRVVLEOH� WR�NQRZ�ZKDW�´VROXWLRQµ�ZLOO�EH
LPSRVHG�RQFH�WKH�ERPEV�VWRS�IDOOLQJ��EXW�SODQV�IORDWHG�E\
WKH� 1HWDQ\DKX� JRYHUQPHQW� LQFOXGH� H[SXOVLRQ� RI
3DOHVWLQLDQV� IURP� *D]D�� SRVVLEO\� WR� (J\SW·V� 6LQDL
3HQLQVXOD��PDNLQJ�*D]D� DQRWKHU�PLOLWDU\� FRQTXHVW� RI� WKH
,VUDHOL�VWDWH�

͸ͺ

+DPDV·V�,PSDVVH
+DPDV·V� DWWDFN� PD\� KDYH� GHOLYHUHG� D� EORZ� DJDLQVW� ,VUDHO
DQG�DQ�HPEDUUDVVPHQW�IRU�1HWDQ\DKX��7KH�KRVWDJH�WDNLQJ
KDV� JLYHQ� +DPDV� DQRWKHU� ERRVW� WR� LWV� FUHGLELOLW\� DV
KRVWDJHV�WDNHQ�RQ�2FWREHU���DUH�H[FKDQJHG�IRU�3DOHVWLQLDQ
SULVRQHUV��VRPH�RI�ZKRP�KDYH�ODQJXLVKHG�LQ�,VUDHOL�SULVRQV
IRU� GHFDGHV�� +DPDV� KDV� ZRQ� KXJH� FUHGLELOLW\� ZLWK� WKH
\RXQJ� JHQHUDWLRQ�� ZKLFK� ZDQWV� WR� UHVLVW�� DQG�ZDV� DOUHDG\
WXUQLQJ� WR�DUPHG�VWUXJJOH��7KH�FRVW� LQ�KXPDQ� OLIH��GXH� WR
,VUDHO·V� EORRG\� DWWDFN�� KDV� EHHQ� GHYDVWDWLQJ�� EXW� WKRVH
GHDWKV� DUH� ,VUDHO·V� UHVSRQVLELOLW\� IRU� ZDJLQJ� LWV� ZDU� RYHU
WKUHH�TXDUWHUV� RI� D� FHQWXU\�� DQG� PRUH� EURDGO\� IRU
PDLQWDLQLQJ�WKH�3DOHVWLQLDQ�SHRSOH�LQ�D�VWDWH�RI�PLVHU\�

� � � 7KHUH� LV� QR� ZD\� WKDW� +DPDV� ZLOO� EH� DEOH� WR� PLOLWDULO\
GHIHDW� ,VUDHO�� D� QXFOHDU�DUPHG�� 8�6��IXQGHG� PRGHUQ
PLOLWDU\��/LNH�WKH�3/2�EHIRUH�LW��WKH�EHVW�+DPDV�FDQ�KRSH
IRU�LV�WKDW�D�VHWWOHPHQW��LPSRVHG�E\�WKH�$UDE�VWDWHV�DQG�WKH
8QLWHG�6WDWHV��ZLOO�VRPHKRZ�EHQHILW�WKH�3DOHVWLQLDQ�SHRSOH�
RU�DW�OHDVW�KHOS�SHUSHWXDWH�+DPDV·V�UXOH��8QOLNH�WKH�WLPH�LQ�



ZKLFK� WKH�3/2�ZDV� RSHUDWLQJ�� WRGD\� WKH�8�6�� LV� WKH� RQO\
VXSHUSRZHU�� 7KH� 8665� KDV� GLVVROYHG� DQG�� ZKLOH� LWV
VXFFHVVRU�� WKH� 5XVVLDQ� UHSXEOLF��PD\� EH� DW� RGGV�ZLWK� WKH
8�6��� LW� LV� LQ�QR�ZD\� DV�SRZHUIXO��$�PXFK�PRUH�SRZHUIXO
LPSHULDOLVW� FDEDO�� OHG� E\� WKH� 8�6��� KDV� GHPRQVWUDWHG� LWV
VXSSRUW� IRU� ,VUDHO�� DQG� WKH� KROG� LW� KDV� RYHU� WKH
JRYHUQPHQWV�RI�WKH�0LGGOH�(DVW��UXQ�E\�ZHDOWK\�HOLWHV�

����7KH�KLVWRU\�RI�WKH�3DOHVWLQLDQ�VWUXJJOH�KDV�VKRZQ�WKDW�D
FRQYHQWLRQDO� DUPHG� VWUXJJOH� LV� D� ORVLQJ� VWUDWHJ\� DQG� WKDW
WKH� 0LGGOH� (DVW� VWDWHV�� UXQ� E\� HOLWHV�� FDQ·W� EH� UHOLHG� RQ�
7KH\�ZLOO�EHWUD\�WKH�3DOHVWLQLDQV��%XW�WKDW�KLVWRU\�KDV�DOVR
VKRZQ�WKDW�WKH�SRRU�DQG�ZRUNLQJ�FODVV�RI�WKH�0LGGOH�(DVW
ZDQW� WR� ILJKW� IRU�3DOHVWLQH��'LFWDWRUV� OLNH�(J\SW·V�*HQHUDO
6LVL�UHPHPEHU�WKDW�WKH�ILUVW�GHPRQVWUDWLRQV�LQ������DJDLQVW
KLV� SUHGHFHVVRU�� +RVQL� 0XEDUDN�� EHJDQ� ZLWK� 3DOHVWLQH
VROLGDULW\�GHPRQVWUDWLRQV��7KH�$UDE�6SULQJ�ZDV�D�PDVVLYH
UHYROW� WKDW� VKRRN� WKH� 0LGGOH� (DVW�� EXW� WKH� OHDGHUV� ZKR
HPHUJHG� VROG� WKH� SHRSOH� RXW� RU� ZHUH� XQDEOH� WR� OHDG� D
VXFFHVVIXO�VWUXJJOH��DQG�WKH�UHYROW�GLVVLSDWHG��

� � �3HUKDSV�,VUDHO·V� ODWHVW�JHQRFLGDO�FULPHV�ZLOO�VSDUN�D�QHZ
ZDYH� RI� UHYROW� WKDW� FDQ� UHDOO\� H[SUHVV� WKH� ZLOO� RI� WKH
PDMRULW\� LQ� WKH� 0LGGOH� (DVW�� %XW� +DPDV·V� VWUDWHJ\� LV� QR
GLIIHUHQW�WKDQ�WKH�ROG�3/2�VWUDWHJ\��7KH\�DUH�UHO\LQJ�HLWKHU
RQ�JXHUULOOD�ZDU�RU�GLSORPDF\��UDWKHU�WKDQ�WKH�RUJDQL]DWLRQ
RI�WKH�RSSUHVVHG��7KLV�SROLF\�ZLOO�OHDG�WR�WKH�VDPH�LPSDVVH
ZLWK�WUDJLF�UHVXOWV��7KH�ZRUNLQJ�FODVV�DQG�RWKHU�RSSUHVVHG
JURXSV� LQ�3DOHVWLQH�� ,VUDHO�� DQG� WKH� UHVW� RI� WKH� UHJLRQ� DQG
WKH�ZRUOG�KDYH�FRPPRQ�LQWHUHVWV�DQG�FRPPRQ�HQHPLHV�²

͸ͻ



WKH�UXOLQJ�FODVVHV�RI�HDFK�QDWLRQ�DQG�RI�ZRUOG�LPSHULDOLVP�
,I� WKH� SRRU� DQG�ZRUNLQJ� FODVV� KDYH� WKHLU� VD\�� WKH�0LGGOH
(DVW� PD\� VWDQG� XS� DJDLQVW� LPSHULDOLVP�� LWV� FKLHI� DJHQW� LQ
WKH�0LGGOH�(DVW�� ,VUDHO�� DQG� WKH�$UDE� VWDWHV�� DOO� RI�ZKLFK
EHWUD\�WKHLU�SHRSOH�

͹Ͳ

7KH�7KUHDW�RI�:DU��WKH�1HHG�IRU�6ROLGDULW\
7KH�2FWREHU���DWWDFN�DQG�,VUDHO·V�UHVSRQVH�KDYH�VKDNHQ�WKH
UHJLRQ��&RUUXSW� DQG� GLFWDWRULDO� UHJLPHV� OLNH�*HQHUDO� 6LVL·V
LQ�(J\SW�DQG�WKH�6DXGL�PRQDUFK\��ZKR�KDG�EHHQ�FDXJKW�LQ
WKH�PLGVW� RI�PDNLQJ� DJUHHPHQWV�ZLWK� WKH�8�6�� DQG� ,VUDHO�
DUH�QRZ�IDFHG�ZLWK�WKH�UDJH�RI�WKHLU�SRSXODWLRQV��ZKR�KDYH
SRXUHG�LQWR�WKH�VWUHHWV��VHW�,VUDHOL�DQG�$PHULFDQ�HPEDVVLHV
RQ� ILUH�� DQG� H[SUHVVHG� WKH� VDPH� VROLGDULW\� WKDW� KDV� OHG� WR
RWKHU�ZDYHV�RI� UHYROW� LQ� WKH�0LGGOH�(DVW��0LGGOH�(DVWHUQ
VWDWHV� DUH� VFUDPEOLQJ� WR� FRQGHPQ� ,VUDHO� DQG� SRVH� DV
VXSSRUWHUV�RI�WKH�3DOHVWLQLDQV��(LWKHU�RQ�WKHLU�RZQ�EHKDOI�
RU� DW� WKH� XUJLQJ� RI� WKHLU� ,UDQLDQ� SDWURQV�� +H]EROODK� KDV
UDPSHG� XS� DWWDFNV� RQ� ,VUDHO·V� 1RUWKHUQ� ERUGHU� DQG
WKUHDWHQHG�WR�GHFODUH�ZDU�RQ�,VUDHO��8�6��WURRSV�LQ�,UDT�DQG
6\ULD�KDYH� WUDGHG� ILUH�ZLWK�,UDQ�OLQNHG�DUPHG�JURXSV��7KH
8�6�� KDV� VHQW� WZR� FDUULHU� VWULNH� JURXSV� DV� ZHOO� DV� QXFOHDU
VXEPDULQHV�WR�WKH�0LGGOH�(DVW��7KH�UHJLRQ�LV�D�WLQGHU�ER[
VHW� WR�EXUQ��DQG�2FWREHU���PD\�EH�WKH�WULJJHU� WKDW�VSDUNV
DQ\WKLQJ� IURP� D� UHYROW� IURP� EHORZ�� WR� D� UHJLRQDO� ZDU
GLUHFWHG�IURP�7HKUDQ�DQG�:DVKLQJWRQ�



� � �7KH�8�6�� JRYHUQPHQW� DQG� WKH�PDMRU�(XURSHDQ�SRZHUV
KDYH� DOO� FRPH� RXW� LQ� FRPSOHWH� VXSSRUW� RI� ,VUDHO� LQ� LWV
JHQRFLGDO� ZDU�� SDUURWLQJ� ,VUDHOL� WDONLQJ� SRLQWV� DQG
SURSDJDQGD�� +RZHYHU�� PLOOLRQV� RI� SHRSOH� DOO� RYHU� WKH
ZRUOG�QRW�RQO\�RSSRVH�WKH�WKUHDW�RI�ZDU��EXW�GHPDQG�WKDW
,VUDHO·V� JHQRFLGH� EH� VWRSSHG�� 7KH� PHGLD�� SROLWLFLDQV�� DQG
LQVWLWXWLRQV� RI� DOO� VRUWV� KDYH� GRQH� HYHU\WKLQJ� WKH\� FDQ� WR
LQWLPLGDWH� DQG� VLOHQFH� SHRSOH�� %XW� LW� KDVQ·W� ZRUNHG�� $
JOREDO� FRQVFLRXVQHVV� RI� WKH� 3DOHVWLQLDQV·� SOLJKW� ZDV
JURZLQJ��HYHQ�EHIRUH�WKH�UHFHQW�ZDU��1RZ�LW�KDV�WDNHQ�WKH
IRUP� RI� D� SURWHVW� PRYHPHQW�� ZLWK� PLOOLRQV� RI� SHRSOH
GHFLGLQJ�WR�WDNH�DFWLRQ�DQG�GR�HYHU\WKLQJ�WKH\�FDQ�WR�VWRS
WKH�JHQRFLGH�

͹ͳ

� � �2XWVLGH�RI� WKH�0LGGOH�(DVW��QR�RQH� LV�EHWWHU�SODFHG� WR
VXSSRUW� WKH� 3DOHVWLQLDQV� DQG� WR� EUHDN� WKH� JULS� RI
LPSHULDOLVP�RQ�WKH�SHRSOH�RI�WKH�0LGGOH�(DVW�WKDQ�WKRVH�RI
XV�� SRRU�� ZRUNLQJ� FODVV�� DQG� \RXQJ� SHRSOH� LQ� WKH� 8QLWHG
6WDWHV� DQG� RWKHU� LPSHULDOLVW� QDWLRQV�� $UPHG� ZLWK� D
NQRZOHGJH� RI� KLVWRU\�� ZH� KDYH� WR� JUDVS� WKH� GHSWK� RI� WKH
QH[W



SUREOHP�²�WKH�LPSHULDOLVW�ZRUOG�V\VWHP�WKDW�XVHV�D�VWDWH�OLNH
,VUDHO�IRU�LWV�RZQ�HQGV�²�LV�D�SURGXFW�RI�WKH�VDPH�FDSLWDOLVW
V\VWHP� WKDW� FDXVHV� WKH� HYHU�GHHSHQLQJ� PLVHU\� RI� WKH
ZRUNLQJ� FODVV�� WKH� GHVWUXFWLRQ� RI� WKH� HQYLURQPHQW�� DQG
ZDUV�DQG�DWURFLWLHV�RI�ZKLFK�WKLV�JHQRFLGH�LV�RQO\�WKH�ODWHVW�
:H� KDYH� QR� LQWHUHVWV� LQ� FRPPRQ� ZLWK� WKLV� V\VWHP�� LWV
UXOHUV�� LWV� GHIHQGHUV�� DQG� LWV� DSRORJLVWV��:H�PXVW� GHPDQG
DQ�HQG�WR�,VUDHO·V�JHQRFLGDO�ZDU�QRZ��%XW�WR�ILQDOO\�SXW�DQ
HQG� WR� WKLV� V\VWHP� RI� ZDUV� DQG� DWURFLWLHV�� ZH� QHHG� WR
WUDQVIRUP� VRFLHW\� DQG� GR� DZD\� ZLWK� FDSLWDOLVP� DQG
LPSHULDOLVP� RQ� D� JOREDO� VFDOH�� :RUNLQJ� SHRSOH� LQ� ,VUDHO�
3DOHVWLQH��WKH�8�6���DQG�WKH�UHVW�RI�WKH�ZRUOG�PXVW�VHH�WKDW
ZH�KDYH�D�FRPPRQ�VWUXJJOH�IRU�D�GHFHQW�OLIH�IRU�DOO�
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Where We Stand 

Today we live in a world of rapidly increasing danger to humanity 
and much of life on Earth. However, this moment in history also 
contains enormous possibilities. Humanity has the prospect of 
using all the advances of human knowledge for the benefit of all, 
engaging the creative potential of each person on the planet, and 
building a society organized in a conscious fashion. 

But we see the world moving in the opposite direction, driven by 
capitalism, resulting in an increasingly irreversible rush to climate 
catastrophe, economic disaster, misery and famine for part of 
humanity, and the risk of pandemics. These crises show the 
inability of the existing social and political system to protect our 
lives. This has created a world ruled by prejudice and fear, a world 
of widespread violence and war, where exploitation and 
oppression are the rule, and the many are dominated by the few. 

The Force for Change Exists Today 

Everywhere, working people’s labor makes society run. This fact is 
dismissed and denied by the ruling class, which serves to hide 
from workers their own class interests and potential power. It is 
the exploitation of labor that generates profit, which is at the heart 
of capitalism. Working people have the power to end this system 
of exploitation and bring about the changes needed to save and 
transform our lives. 

Like slavery, feudalism, and other systems that enriched the 
minority at the expense of the majority, capitalism’s removal is 
long overdue. 

We Stand for Socialism 



• A world based on peaceful collaboration and international 
cooperation of working-class people — not the exploiters 
who rule today. 

• The common ownership and sharing of the world’s 
resources and productive capacity under the democratic 
control of the world’s peoples. 

• An economy organized to guarantee the health and well-
being of every person, and to provide the resources and 
tools to develop all their talents and capacities no matter 
where or to whom they are born. 

• An egalitarian and democratic government, organized and 
controlled from the bottom up, which facilitates people’s 
active participation in making decisions about how society 
is run. 

• Protection of the world’s ecological systems, putting 
science to work to sustain life, not destroy it. 

• A society where human relations are based on respect, 
equality and dignity of all peoples, not racism, sexism, 
homophobia, or other prejudices. 

Our Political Heritage 

We base our perspective and our approach to political activity on 
the communist legacy of Marx, Engels, Lenin, and Trotsky, and on 
the example of the Russian Revolution of 1917, when the working 
class took power and began to reorganize society. We stand in the 
tradition of the international Left Opposition, and Trotsky’s 
Fourth International against Stalinism – the bureaucratic 
degeneration of the Russian Revolution and its global 
consequences. We reject the identification of communism and 



socialism with authoritarian rule and nationalism – this is the 
legacy of Stalinism, not communism or socialism. 

We Must Go Beyond Reforms 

We support the struggles of those who are fighting against the 
oppression caused by capitalism, even if the goals of those 
struggles are not aimed at replacing the capitalist order. We 
support the right of nations to self-determination, to throw off the 
forces of imperialism — be it the domination of corporations, the 
World Bank, the IMF, military forces or other agents of 
imperialism. We fight against racist and gender-based 
discrimination and violence. We fight against attacks on the 
standard of living of working people — wage and benefit cuts, 
attacks on health care, education, housing and other basic needs. 
We fight to prevent climate catastrophe, an existential crisis facing 
humanity. 

Socialism cannot come through a reform of the existing system. It 
is not a matter of replacing corrupt politicians or union officials 
with those who are more honest or more willing to see a greater 
portion of society’s resources shared with the poor. Nor is it a 
matter of getting better contracts or laws. We must remove the 
capitalist system of exploitation and replace it with a 
fundamentally different system: socialism. 

What Is Needed to Bring This Change About? 

It will take a massive social struggle, a revolution, by the majority, 
the workers and poor of the world, led by the working class, taking 
power and reorganizing society. 

It will take the development of revolutionary parties around the 
world, based in the working class, tested in struggle, and chosen by 
the workers as their representatives. It will take the construction of 



a revolutionary leadership – an international party of socialist 
revolution. 

Our work to contribute to the construction of a revolutionary 
party in the U.S., the richest capitalist country in the world and 
the most powerful imperialist state, is an essential component of 
this overall task. 

The fate of the world depends on building such an organization, 
though today it is represented only by some individuals or small 
groups with varying degrees of influence who share those goals. 

Humanity’s fate hangs in the balance. The enormous crises caused 
by capitalism make our perspective more relevant than ever. The 
decisions made by a few individuals today may decide the course 
of history. Even a small group of people who are ready to start 
acting on these ideas can play a significant role in determining 
whether future working-class movements take a revolutionary 
socialist path. 

We in Speak Out Now are ready to collaborate with other groups 
who fight on the side of the working class to build revolutionary 
workers’ parties and a workers’ revolutionary socialist 
international. 

Who We Are 

Speak Out Now/Revolutionary Workers Group is a revolutionary 
socialist group. We believe that a socialist world is possible and can 
be brought into being by the active struggles of the majority of the 
people of the world. We believe the international working class is 
the social force that can transform society and create a new world. 
But to do so, revolutionary organizations must be built in the 
working class. For this reason our group aims its activity primarily 



at large workplaces. Our newsletters are distributed at several 
workplaces every two weeks. 

We think it is important to both analyze the current world 
situation as well as to know and understand the history of past 
struggles. We have forums on current events and political topics 
and we organize Marxist discussions and classes. We have 
pamphlets on past working class struggles, the revolutionary 
movements around the world and the current problems we face. 
We organize with others around many issues – racism, immigrant 
rights, climate change, police brutality, and more. 

If you’re interested to find out more, contact us at: 

San Francisco Bay Area 

bayarea@speakoutsocialists.org 

@sonsocialists 

(510) 343-9105 

Baltimore 

baltimore@speakoutsocialists.org 

@sonbaltimore 


