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(;(&87,9( 6800$5<

&DELQHW GLUHFWHG WKDW RIILFLDOV VKRXOG H[DPLQH KRZ WKH FLYLOLDQ UHTXLUHPHQW IRU PDULWLPH SDWURO

FDQ EHVW EH PHW DQG ZKHWKHU D PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ VKRXOG EH PDLQWDLQHG� 7KLV

SDSHU UHYLHZV WKH FRQWULEXWLRQ RI 1HZ =HDODQG¶V FXUUHQW PDULWLPH SDWURO FDSDELOLW\ WR WKH

JRYHUQPHQW¶V IRUHLJQ DQG VHFXULW\ SROLF\ REMHFWLYHV�

&LYLOLDQ UHTXLUHPHQWV

0DULWLPH SDWURO LV RQH SDUW RI D PXOWL�OD\HUHG DSSURDFK WR WKH SURWHFWLRQ RI 1HZ =HDODQG¶V

VRYHUHLJQ LQWHUHVWV� 7KH 81 &RQYHQWLRQ RQ WKH /DZ RI WKH 6HD �81&/26� KDV JLYHQ 1HZ

=HDODQG ULJKWV DQG REOLJDWLRQV LQ UHVSHFW RI WKH UHVRXUFHV RFFXUULQJ ZLWKLQ WKH ((= DQG

DGMDFHQW FRQWLQHQWDO VKHOI DUHDV DQG PDULWLPH SDWURO LV LPSRUWDQW WR PRQLWRU DFWLYLW\� HQIRUFH

GRPHVWLF OHJLVODWLRQ DQG SURWHFW RXU LQWHUHVWV LQ WKRVH DUHDV� 1HZ =HDODQG IDFHV ORZ�OHYHO� EXW

LQFUHDVLQJO\ SURPLQHQW WKUHDWV IURP WUDQVERUGHU FULPLQDO DFWLYLWLHV DQG LOOHJDO PLJUDWLRQ� :H

QHHG WR EH DEOH WR PRQLWRU HQYLURQPHQWDO GLVDVWHUV VXFK DV RLO VSLOOV� DV ZHOO DV WKH

WUDQVKLSPHQW RI KD]DUGRXV ZDVWH� 7KH GHWHFWLRQ DQG PRQLWRULQJ RI DOO WKHVH WKUHDWV LV D NH\

PDULWLPH SDWURO IXQFWLRQ�

1HZ =HDODQG KDV REOLJDWLRQV XQGHU LQWHUQDWLRQDO DJUHHPHQWV WR SURYLGH VHDUFK DQG UHVFXH

�6$5� DVVLVWDQFH RYHU D YDVW DUHD FKDUDFWHULVHG E\ H[WUHPH ZHDWKHU DQG VHD FRQGLWLRQV� 1HZ

=HDODQG DOVR KDV UHVSRQVLELOLW\� XQGHU DQ DJUHHPHQW ZLWK )LML� IRU VHDUFK DQG UHVFXH LQ WKH 1DGL

6$5 DUHD� ,W ZRXOG EH FDOOHG XSRQ IRU DVVLVWDQFH LQ PRXQWLQJ D 6$5 HIIRUW LQ $QWDUFWLFD DQG

WKH 6RXWKHUQ 2FHDQ� :H FRRSHUDWH ZLWK $XVWUDOLD LQ 6$5� 1HZ =HDODQG¶V 6$5 UHTXLUHPHQWV

DUH IRU D PDULWLPH SDWURO DLUFUDIW ZLWK KLJK HQGXUDQFH DQG ORQJ UHDFK�

5HVRXUFH SURWHFWLRQ� FRQVHUYDWLRQ RI WKH HQYLURQPHQW DQG PDLQWDLQLQJ $QWDUFWLFD¶V

GHPLOLWDULVHG DQG QRQ�QXFOHDU VWDWXV DUH NH\ JRDOV RI 1HZ =HDODQG¶V SROLF\ WRZDUGV

$QWDUFWLFD DQG WKH 6RXWKHUQ 2FHDQ� 7KH OHJDO XQGHUSLQQLQJ IRU DFWLRQV LQ SXUVXLW RI WKRVH

JRDOV FRPHV IURP WKH $QWDUFWLF 7UHDW\ 6\VWHP ZKLFK SURYLGHV� WKURXJK WKH &RQYHQWLRQ RQ WKH

&RQVHUYDWLRQ RI $QWDUFWLF 0DULQH /LYLQJ 5HVRXUFHV �&&$0/5�� IRU PRQLWRULQJ DQG

LQVSHFWLRQ RI ILVKLQJ DFWLYLWLHV� 6XUYHLOODQFH UHTXLUHPHQWV DUH OLNHO\ WR LQFUHDVH RYHU WLPH� 1HZ

=HDODQG VXUYHLOODQFH LV WKH VLQJOH GHWHUUHQW WR H[SORLWDWLRQ RI WKH 5RVV 6HD� IRU WRRWKILVK LQ

SDUWLFXODU� E\ LOOHJDO DQG XQOLFHQVHG ILVKLQJ YHVVHOV�

1HZ =HDODQG VXSSRUWV HFRQRPLF DQG VRFLDO GHYHORSPHQW LQ WKH 6RXWK 3DFLILF ZLWK WKH

REMHFWLYH RI PDLQWDLQLQJ D VWDEOH� SURVSHURXV DQG VHFXUH 6RXWK 3DFLILF� 1HZ =HDODQG PLOLWDU\

DVVHWV� LQFOXGLQJ 3� 2ULRQV� DUH GHSOR\HG LQ VXSSRUW RI GLVDVWHU UHOLHI HIIRUWV DQG SURWHFWLRQ DQG

FRQWURO RI QDWXUDO UHVRXUFHV� HVSHFLDOO\ PDULQH UHVRXUFHV� )RU PDQ\ 3DFLILF ,VODQG &RXQWULHV

�3,&V�� ILVKHULHV DUH D YDOXHG VRXUFH RI UHYHQXH� EXW LOOHJDO ILVKLQJ LV D SUREOHP IRU PDQ\� 1HZ

=HDODQG DQG $XVWUDOLD SURYLGH WKH EXON RI VXUYHLOODQFH DQG SDWURO DFWLYLWLHV IRU WKH )RUXP

)LVKHULHV $JHQF\ DQG WKHLU UROH LV KLJKO\ YDOXHG E\ 3,& *RYHUQPHQWV� 1HZ =HDODQG KDV

VSHFLDO UHVSRQVLELOLWLHV WRZDUGV WKH &RRN ,VODQGV� 1LXH DQG 7RNHODX� 7KHUH ZLOO EH VRPH
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DGGLWLRQDO PRQLWRULQJ DQG VXUYHLOODQFH UHTXLUHPHQWV XQGHU WKH &RQYHQWLRQ RQ +LJKO\

0LJUDWRU\ )LVK 6WRFNV LQ WKH &HQWUDO DQG :HVWHUQ 3DFLILF�

0LOLWDU\ UHTXLUHPHQWV

,Q DGGLWLRQ WR EHLQJ DEOH WR PRQLWRU WKH IXOO H[WHQW RI WKH DUHD XQGHU LWV MXULVGLFWLRQ� 1HZ

=HDODQG QHHGV WR EH DEOH WR GHWHU EUHDFKHV RI VRYHUHLJQW\ DQG LQGLFDWH SUHSDUHGQHVV WR XVH

IRUFH LQ GHIHQFH RI LWV LQWHUHVWV� $ PLOLWDU\ DLUFUDIW� VXFK DV WKH 3� 2ULRQ� LV EHVW VXLWHG WR WKLV

UROH DW WKH VDPH WLPH DV PHHWLQJ FLYLOLDQ UHTXLUHPHQWV IRU PDULWLPH SDWURO� 7KH PLOLWDU\

SURYLGH WKH KLJK OHYHO RI WUDLQLQJ DQG VNLOOV QHHGHG WR IO\ D SODQH WKDW FDQ FRSH ZLWK WKH

GLVWDQFHV DQG H[WUHPH ZHDWKHU DQG VHD FRQGLWLRQV IRXQG DURXQG 1HZ =HDODQG� $Q DLUFUDIW

ZLWK WKH ULJKW PLOLWDU\ FDSDELOLWLHV LV DEOH WR FRRSHUDWH ZLWK PLOLWDU\ IRUFHV IURP RWKHU FRXQWULHV

LQ FRPEDWLQJ WUDQVQDWLRQDO FULPH� DQG WR SURYLGH IRUFH SURWHFWLRQ DQG UHDO�WLPH LQIRUPDWLRQ

LQ WKH HYHQW RI D SURWHFWHG HYDFXDWLRQ RI 1HZ =HDODQGHUV LQ HPHUJHQFLHV�

,Q WKH 6RXWK 3DFLILF� D PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ DVVLVWV 3DFLILF ,VODQG *RYHUQPHQWV LQ

FRXQWHULQJ UHVRXUFH SRDFKLQJ DQG WUDQVQDWLRQDO FULPLQDO DFWLYLWLHV� 7KH SUHVHQFH RI D PLOLWDU\

SDWURO DLUFUDIW XQGHUOLQHV 1HZ =HDODQG¶V SUHSDUHGQHVV WR DVVLVW LQ WKH SURWHFWLRQ RI UHVRXUFHV

DQG VRYHUHLJQW\ DQG SURYLGHV HYLGHQFH RI RXU HQJDJHPHQW LQ WKLV UHJLRQ� $ PLOLWDU\ FDSDELOLW\

DOVR PDLQWDLQV 1HZ =HDODQG¶V DELOLW\ WR FRQGXFW PLOLWDU\ RSHUDWLRQV LQ WKH 6RXWK 3DFLILF�

1HZ =HDODQG¶V PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LV UHJDUGHG E\ $XVWUDOLD DV D VLJQLILFDQW

LQSXW LQWR RXU GHIHQFH FRRSHUDWLRQ ZLWK $XVWUDOLD� 7KLV FRRSHUDWLRQ LV D YHU\ LPSRUWDQW SDUW RI

RXU RYHUDOO UHODWLRQVKLS ZLWK $XVWUDOLD� 7KH 2ULRQV� ILWWHG RXW ZLWK PLOLWDU\ FDSDELOLWLHV� DUH

VHHQ DV DQ LPSRUWDQW IRUFH PXOWLSOLHU IRU WKH GHIHQFH RI $XVWUDOLD DQG 1HZ =HDODQG DQG IRU

NHHSLQJ 1HZ =HDODQG HQJDJHG� ZLWK $XVWUDOLD� LQ PDLQWDLQLQJ UHJLRQDO VWDELOLW\ WKURXJK WKH

)LYH 3RZHU 'HIHQFH $UUDQJHPHQWV �)3'$�� 1HZ =HDODQG¶V FRQWULEXWLRQ WR PDULWLPH SDWURO LQ

WKH 3DFLILF DQG WKH 6RXWKHUQ 2FHDQ LV KLJKO\ YDOXHG E\ $XVWUDOLD�

$ PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ DOORZV 1HZ =HDODQG WR EH PLOLWDULO\ HQJDJHG LQ

PDLQWDLQLQJ VWDELOLW\ LQ 6RXWKHDVW $VLD� 1HZ =HDODQG SURYLGHV DQ LQSXW LQWR WKH H[HUFLVHV

WKDW WDNH SODFH XQGHU WKH )LYH 3RZHU 'HIHQFH $UUDQJHPHQWV� DQG WR WKH GHIHQFH RI

6LQJDSRUH DQG 0DOD\VLD� LQ WKH DUHD RI PDULWLPH SDWURO �ERWK VXUIDFH DQG DQWL�VXEPDULQH��

7KHUH LV D UROH WRR IRU D PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LQ 1HZ =HDODQG¶V SXUVXLW RI LWV

JOREDO LQWHUHVWV� 6XFK D FDSDELOLW\ SURYLGHV WKH JRYHUQPHQW ZLWK D ZLGHU UDQJH RI RSWLRQV LQ

FRQVLGHULQJ SDUWLFLSDWLRQ LQ PXOWLQDWLRQDO DQG 8QLWHG 1DWLRQV UHVSRQVHV WR HPHUJHQFLHV� 1HZ

=HDODQG IRUFHV DQG DVVHWV WKDW DUH EHLQJ GHSOR\HG WR SHDFHNHHSLQJ RSHUDWLRQV RYHUVHDV ZLOO QRW

DOZD\V EH DEOH WR UHO\ RQ SURWHFWLRQ IURP RWKHU FRXQWULHV� HVSHFLDOO\ ZKLOH LQ WUDQVLW IURP 1HZ

=HDODQG� 7KH H[LVWHQFH RI D 1HZ =HDODQG IRUFH SURWHFWLRQ FDSDELOLW\ SURYLGHV D JUHDWHU GHJUHH

RI IOH[LELOLW\ DQG VHFXULW\ LQ WKH GHSOR\PHQW RI VXFK IRUFHV� $ PDULWLPH VXUYHLOODQFH FDSDELOLW\

FRQILJXUHG IRU PLOLWDU\ XVH FDQ SURYLGH VXFK SURWHFWLRQ�

&RQFOXVLRQ

0DULWLPH SDWURO LV DQ HVVHQWLDO SDUW RI SURWHFWLRQ RI 1HZ =HDODQG¶V VRYHUHLJQW\ DQG UHVRXUFHV�

DQG RI VHDUFK DQG UHVFXH� ,W VXEVWDQWLYHO\ VXSSRUWV RXU UHODWLRQVKLS ZLWK WKH 6RXWK 3DFLILF� DV
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ZHOO DV RXU FRRSHUDWLRQ ZLWK $XVWUDOLD XQGHU &ORVHU 'HIHQFH 5HODWLRQV �&'5�� 'RLQJ DZD\

ZLWK D PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ ZRXOG UHGXFH WKH IUHHGRP RI DFWLRQ WKDW WKH

JRYHUQPHQW ZRXOG HQMR\ LQ UHVSRQGLQJ WR UHJLRQDO DQG LQWHUQDWLRQDO FULVHV�
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6800$5< 2) 5(48,5(0(176 )25 0$5,7,0( 3$752/

&,9,/,$1 5(48,5(0(176 )25 0$5,7,0( 3$752/

,Q 1HZ =HDODQG¶V ((= DQG RQ LWV FRQWLQHQWDO VKHOI

x WR PRQLWRU DQG GRFXPHQW LOOHJDO ILVKHULHV DFWLYLWLHV ZLWKLQ WKH DUHD XQGHU

1HZ =HDODQG¶V MXULVGLFWLRQ�

x WR LGHQWLI\ DQG PRQLWRU YHVVHOV HQJDJHG LQ WKH H[SORUDWLRQ RU H[SORLWDWLRQ RI

VHDEHG UHVRXUFHV ZLWKLQ WKH ((= DQG RQ WKH FRQWLQHQWDO VKHOI�

x WR GHWHFW DQG PRQLWRU YHVVHOV LQYROYHG LQ LOOHJDO DFWLYLWLHV VXFK DV GUXJ

WUDIILFNLQJ DQG VHDERUQH LOOHJDO LPPLJUDWLRQ� ERWK EHIRUH WKH\ HQWHU 1HZ

=HDODQG ZDWHUV� LQ FRRSHUDWLRQ ZLWK RWKHU LQWHUHVWHG SDUWLHV� DQG RQFH WKH\

KDYH HQWHUHG 1HZ =HDODQG ZDWHUV�

x WR UHFRQQRLWUH DQG PRQLWRU QDWXUDO DQG KXPDQ�LQGXFHG HQYLURQPHQWDO

GLVDVWHUV VXFK DV RLO VSLOOV� DQG VKLSPHQWV RI KD]DUGRXV ZDVWH LQ DUHDV RI

LQWHUHVW WR 1HZ =HDODQG�

)RU VHDUFK DQG UHVFXH

x WR JLYH 1HZ =HDODQG WKH FDSDFLW\ WR PRXQW 6$5 RSHUDWLRQV LQ D WLPHO\ ZD\

LQ WKH IDU UHDFKHV RI WKH 1HZ =HDODQG 6$5 DUHD� LQ H[WUHPH ZHDWKHU

FRQGLWLRQV DQG VHD VWDWHV� 7KLV LQFOXGHV WKH DELOLW\ WR ORFDWH YHVVHOV RU

SHUVRQV LQ GLVWUHVV� WR GLUHFW DQ 6$5 RSHUDWLRQ DQG WR GURS VXUYLYDO

HTXLSPHQW�

x WR FDUU\ RXW 6$5 RSHUDWLRQV LQ WKH 1DGL 6$5 DUHD� DQG EH\RQG DV UHTXLUHG

E\ WKH JRYHUQPHQW�

x WR KDYH WKH FDSDFLW\ WR FDUU\ RXW 6$5 RSHUDWLRQV LQ WKH SDUWLFXODUO\ GLIILFXOW

FRQGLWLRQV RI WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD�

,Q WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD

x WR FDUU\ RXW PRQLWRULQJ DQG HQVXUH FRPSOLDQFH� SXUVXDQW WR SURYLVLRQV RI
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&&$0/5� 'LVWDQFH� VHD VWDWHV DQG ZHDWKHU FRQGLWLRQV DUH LPSRUWDQW

IDFWRUV�

x WR PRQLWRU LOOHJDO� XQUHJXODWHG DQG XQUHSRUWHG ILVKLQJ RI WRRWKILVK� JLYHQ

WKDW 1HZ =HDODQG SURYLGHV WKH VLQJOH GHWHUUHQW WR LOOHJDO H[SORLWDWLRQ RI WKH

5RVV 6HD�

,Q WKH 6RXWK 3DFLILF

x WR SURYLGH LQLWLDO SRVW GLVDVWHU DVVHVVPHQWV DV WKH ILUVW SDUW RI D FRRUGLQDWHG

1HZ =HDODQG UHVSRQVH WR GLVDVWHUV�

x WR SURYLGH WKH 1HZ =HDODQG FRQWULEXWLRQ LQ D )5$1= UHVSRQVH WR GLVDVWHUV�

x WR FRPSOHPHQW DQG VXSSRUW WKH 1= 2IILFLDO 'HYHORSPHQW $VVLVWDQFH �2'$�

HIIRUW WR DVVLVW ZLWK WKH GHYHORSPHQW DQG SURWHFWLRQ RI WKH UHJLRQDO ILVKHULHV

UHVRXUFH WKURXJK WKH SURYLVLRQ RI ILVKHULHV SURWHFWLRQ DQG VXUYHLOODQFH

IOLJKWV IRU ))$ PHPEHU FRXQWULHV DQG LQ SDUWLFXODU WR WKRVH FRXQWULHV WR

ZKLFK 1HZ =HDODQG KDV FRQVWLWXWLRQDO DQG OHJDO UHVSRQVLELOLWLHV�

x WR SURYLGH VXUYHLOODQFH HQIRUFHPHQW FRQVLVWHQW ZLWK 1HZ =HDODQG¶V

REOLJDWLRQV XQGHU WKH 81 )LVK 6WRFNV $JUHHPHQW DQG WKH &RQYHQWLRQ RQ

+LJKO\ 0LJUDWRU\ 6SHFLHV LQ WKH &HQWUDO DQG :HVWHUQ 3DFLILF� 7KH ODWWHU

ZLOO EULQJ DGGLWLRQDO PRQLWRULQJ GHPDQGV�

0,/,7$5< 5(48,5(0(176 )25 0$5,7,0( 3$752/

,Q GHIHQFH RI 1HZ =HDODQG¶V VRYHUHLJQW\

x WR SURYLGH D IRUFH FDSDEOH RI JLYLQJ IXOO FRYHUDJH WR WKH 1HZ =HDODQG ]RQH LQ

WKH H[WUHPHV RI ZHDWKHU DQG VHD VWDWHV�

x WR DFW DV D GHWHUUHQW WR EUHDFKHV RI VRYHUHLJQW\ DQG LQGLFDWH SUHSDUHGQHVV WR

XVH IRUFH LQ GHIHQFH RI 1HZ =HDODQG¶V VRYHUHLJQW\�

x WR DOORZ FRRSHUDWLRQ ZLWK PLOLWDU\ IRUFHV IURP RWKHU FRXQWULHV LQ FRPEDWLQJ

WUDQVQDWLRQDO FULPH DFWLYLWLHV�

x WR SURYLGH IRUFH SURWHFWLRQ LQ WKH HYDFXDWLRQ RI 1HZ =HDODQGHUV LQ

HPHUJHQFLHV�

,Q WKH 6RXWK 3DFLILF

x WR HQDEOH DVVLVWDQFH WR EH JLYHQ WR 3,& JRYHUQPHQWV LQ FRXQWHULQJ QRQ�

WUDGLWLRQDO WKUHDWV WR WKHLU VHFXULW\ � RYHU WKH GLVWDQFHV DQG LQ WKH FRQGLWLRQV

WKDW SUHYDLO LQ WKH 6RXWK 3DFLILF�
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x WR GHPRQVWUDWH� WKURXJK WKH GHSOR\PHQW RI PLOLWDU\ DVVHWV� 1HZ =HDODQG¶V

SUHSDUHGQHVV WR DVVLVW ZLWK SURWHFWLRQ RI VRYHUHLJQW\ DQG UHVRXUFHV�

x WR PDLQWDLQ WKH DELOLW\ WR FRQGXFW PLOLWDU\ RSHUDWLRQV LQ WKH 6RXWK 3DFLILF�

,Q FRRSHUDWLRQ ZLWK $XVWUDOLD

x WR SURYLGH 1HZ =HDODQG LQSXW LQWR DQ $XVWUDOLD�1HZ =HDODQG 2ULRQ

FDSDELOLW\ DV D IRUFH PXOWLSOLHU IRU GHIHQFH RI $XVWUDOLD DQG 1HZ =HDODQG

DQG WKH QRUWKHUQ DSSURDFKHV LQ SDUWLFXODU�

x WR PDLQWDLQ 1HZ =HDODQG¶V LQSXW LQWR WKH VKDUHG UDQJH RI PDULWLPH SDWURO

DFWLYLWLHV UHTXLUHG IRU WKH 6RXWK 3DFLILF DQG 6RXWKHUQ 2FHDQ�

,Q 6RXWKHDVW $VLD� DV D FRQWULEXWLRQ WR PDLQWDLQLQJ SHDFH DQG VWDELOLW\

x WR SURYLGH 1HZ =HDODQG LQSXW WR )3'$ H[HUFLVHV �DQG WR WKH GHIHQFH RI

0DOD\VLD DQG 6LQJDSRUH� LQ WKH DUHD RI PDULWLPH SDWURO�

,Q SXUVXLW RI RXU JOREDO LQWHUHVWV

x WR JLYH WKH JRYHUQPHQW D ZLGHU UDQJH RI RSWLRQV LQ FRQVLGHULQJ SDUWLFLSDWLRQ

LQ PXOWLQDWLRQDO DQG 81 UHVSRQVHV WR HPHUJHQFLHV�

x WR SURYLGH SURWHFWLRQ WR 1HZ =HDODQG IRUFHV RQ GHSOR\PHQW WR D WKHDWUH RI

RSHUDWLRQ�
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,1752'8&7,21 � 1(: =($/$1'¶6 2%-(&7,9(6 ,1

0$5,7,0( 3$752/

&DELQHW GLUHFWHG RIILFLDOV WR H[DPLQH DQG UHSRUW RQ 1HZ =HDODQG¶V PDULWLPH SDWURO

UHTXLUHPHQW LQ WKH IROORZLQJ WHUPV� 6SHFLILFDOO\� &DELQHW GLUHFWHG RIILFLDOV WR H[DPLQH�

x KRZ WKH FLYLOLDQ UHTXLUHPHQW IRU PDULWLPH SDWURO FDQ EHVW EH PHW� DQG

x LQ WKH OLJKW RI WKH 'HIHQFH 3ROLF\ )UDPHZRUN �'3)�� ZKHWKHU D PLOLWDU\ PDULWLPH

SDWURO FDSDELOLW\ VKRXOG EH PDLQWDLQHG�

7KLV VXEPLVVLRQ UHYLHZV WKH FRQWULEXWLRQ RI 1HZ =HDODQG¶V FXUUHQW PDULWLPH SDWURO

FDSDELOLW\ WR LPSOHPHQWLQJ WKH JRYHUQPHQW¶V IRUHLJQ DQG VHFXULW\ SROLF\ REMHFWLYHV DQG

FRPPHQWV RQ WKH OLNHO\ IXWXUH UHTXLUHPHQW IRU PDULWLPH SDWURO� ,W LV VHW LQ WKH FRQWH[W RI

WKH NH\ MXGJHPHQWV RI WKH SDSHU ³1HZ =HDODQG¶V )RUHLJQ DQG 6HFXULW\ 3ROLF\

&KDOOHQJHV´� D FRPSDQLRQ GRFXPHQW WR WKH 'HIHQFH 3ROLF\ )UDPHZRUN� QRWHG E\ &DELQHW

LQ 0D\ ����� DQG ($%¶V ³6WUDWHJLF $VVHVVPHQW ����´�

7R WDNH DFFRXQW RI WKH &DELQHW GLUHFWLRQ WKLV VXEPLVVLRQ KDV EHHQ GUDIWHG LQ WZR VHFWLRQV

� FLYLOLDQ UHTXLUHPHQWV DQG PLOLWDU\ UHTXLUHPHQWV� ,W VKRXOG EH UHFRJQLVHG KRZHYHU WKDW

LQ D 1HZ =HDODQG FRQWH[W DQG LQ WKH HQYLURQPHQW LQ ZKLFK 1HZ =HDODQG¶V PDULWLPH

SDWURO DFWLYLWLHV DUH FDUULHG RXW� WKLV GLVWLQFWLRQ LV DW WLPHV DUWLILFLDO� DV WKH UROHV RIWHQ

RYHUODS� )RU WKLV UHDVRQ WKHUH LV VRPH GXSOLFDWLRQ EHWZHHQ WKH WZR VHFWLRQV�

0DULWLPH SDWURO DQG FRUH IRUHLJQ SROLF\ REMHFWLYHV

7KH SDSHU ³1HZ =HDODQG¶V )RUHLJQ DQG 6HFXULW\ 3ROLF\ &KDOOHQJHV´� SUHSDUHG E\ WKH

0LQLVWU\ RI )RUHLJQ $IIDLUV DQG 7UDGH� QRWHG WKDW SURWHFWLQJ 1HZ =HDODQG¶V VRYHUHLJQ

LQWHUHVWV LV D SULPDU\ REMHFWLYH RI RXU IRUHLJQ DQG VHFXULW\ SROLF\� :KLOH 1HZ =HDODQG

FXUUHQWO\ IDFHV QR GLUHFW PLOLWDU\ WKUHDW� RXU VHFXULW\ LV VXEMHFW WR QHZ WKUHDWV RI D QRQ�

WUDGLWLRQDO QDWXUH WKDW KDYH EHFRPH LQFUHDVLQJO\ SURPLQHQW VLQFH WKH HQG RI WKH &ROG

:DU� 0DULWLPH SDWURO FDQ FRQWULEXWH WR FRUH IRUHLJQ SROLF\ REMHFWLYHV WKURXJK�

x D VHFXUH 1HZ =HDODQG LQFOXGLQJ LWV SHRSOH� ODQG� WHUULWRULDO ZDWHUV� ([FOXVLYH

(FRQRPLF =RQH �((=�� DQG QDWXUDO UHVRXUFHV�

x WKH SURWHFWLRQ RI WKH HQYLURQPHQW�

x HYDFXDWLRQ RI 1HZ =HDODQGHUV IURP GLIILFXOW VLWXDWLRQV RYHUVHDV �ZKHUH� LQ PRUH

GHPDQGLQJ VFHQDULRV PDULWLPH SDWURO FRXOG EH XVHG WR JDWKHU LQIRUPDWLRQ WR

VXSSRUW JRYHUQPHQW GHFLVLRQ�PDNLQJ��

x VXSSRUW IRU WKH $QWDUFWLF 7UHDW\ 6\VWHP�
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,Q RXU LPPHGLDWH QHLJKERXUKRRG PDULWLPH SDWURO SURYLGHV�

x VXSSRUW IRU HFRQRPLF DQG VRFLDO GHYHORSPHQW LQ WKH 6RXWK 3DFLILF�

x D FDSDELOLW\ WR JLYH DQ HIIHFWLYH UHVSRQVH WR D YDULHW\ RI HPHUJHQFLHV LQ WKDW UHJLRQ

�LQFOXGLQJ VHDUFK DQG UHVFXH��

x D PHDQV RI SXUVXLQJ 1HZ =HDODQG¶V VWUDWHJLF LQWHUHVW LQ WKH VWDELOLW\ RI WKH 6RXWK

3DFLILF� DQG

x D YDOXHG HOHPHQW RI RXU PLOLWDU\ FRRSHUDWLRQ ZLWK WKH $XVWUDOLDQV�

0DULWLPH SDWURO FDQ PDNH LPSRUWDQW FRQWULEXWLRQV� EH\RQG RXU LPPHGLDWH

QHLJKERXUKRRG� WR VRPH RI 1HZ =HDODQG¶V ZLGHU UHJLRQDO DQG JOREDO IRUHLJQ SROLF\

REMHFWLYHV� ,Q WKH $VLD�3DFLILF UHJLRQ D NH\ REMHFWLYH RI IRUHLJQ DQG VHFXULW\ SROLF\ LV WR

DOORZ 1HZ =HDODQG WR�

x SOD\ DQ DSSURSULDWH UROH LQ UHJLRQDO VHFXULW\ LQ 6RXWK (DVW DQG 1RUWK (DVW $VLD�

*OREDO REMHFWLYHV LQFOXGH�

x WKH UHLQIRUFHPHQW RI DQ LQWHUQDWLRQDO UXOHV EDVHG V\VWHP� DQG

x PDLQWDLQLQJ 1HZ =HDODQG¶V VWDWXUH DQG LQIOXHQFH LQ WKH LQWHUQDWLRQDO FRPPXQLW\ �

WKURXJK VRXQG SROLFLHV RQ KXPDQ ULJKWV� DQG PHHWLQJ FROOHFWLYH VHFXULW\

UHVSRQVLELOLWLHV XQGHU WKH 81 &KDUWHU�

1RWZLWKVWDQGLQJ WKH IDFW WKDW 1HZ =HDODQG IDFHV QR GLUHFW PLOLWDU\ WKUHDW� RXU VHFXULW\ LV

VXEMHFW WR QHZ ORZ�OHYHO EXW LQFUHDVLQJO\ SURPLQHQW WKUHDWV RI D QRQ�WUDGLWLRQDO QDWXUH

VXFK DV�

x WKH WKUHDW RI LOOHJDO XVH RU KDUYHVW RI QDWXUDO PDULQH UHVRXUFHV XQGHU 1HZ

=HDODQG¶V MXULVGLFWLRQ� LPSDFWLQJ RQ UHYHQXH DQG RQ FRQVHUYDWLRQ REMHFWLYHV�

x LOOHJDO PLJUDWLRQ � WKH LQFUHDVLQJ ULVN RI ERDW SHRSOH DQG WKH QHHG WR LQWHUFHSW

WKHP LH ORFDWH WKHLU YHVVHOV ZHOO EHIRUH WKH\ PDNH ODQGIDOO�

x WUDQVERUGHU RUJDQLVHG FULPH � SDUWLFXODUO\ GUXJ WUDIILFNLQJ XVLQJ ERDWV�

x WHUURULVP� DQG

x WKUHDWV RI D VLPLODU QDWXUH WR 3DFLILF ,VODQGV IRU ZKLFK 1HZ =HDODQG KDV

FRQVWLWXWLRQDO UHVSRQVLELOLW\�

1HZ =HDODQG JRYHUQPHQWV XVH D ZLGH YDULHW\ RI DVVHWV � FLYLOLDQ DQG PLOLWDU\ � LQ SXUVXLW
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RI WKHLU IRUHLJQ DQG SROLF\ REMHFWLYHV� :KLOH WKHVH PD\ QRW EH SRZHUIXO LQ D JOREDO VHQVH�

WKH ZD\ WKH\ DUH XVHG LQ DQ LQWHJUDWHG ZD\ PDNHV WKHP PRUH HIIHFWLYH� $W WKH HQG RI WKH

OLQH� GLSORPDF\ LV EDFNHG XS E\ WKH GHWHUUHQFH RIIHUHG E\ WKH SRVVHVVLRQ RI DQG

ZLOOLQJQHVV WR XVH FUHGLEOH IRUFH WR SURWHFW 1HZ =HDODQG¶V VRYHUHLJQ REMHFWLYHV�

,W LV QRWHZRUWK\ WKDW PRVW RI WKH HPHUJLQJ WKUHDWV OLVWHG DERYH UHODWH LQ VRPH ZD\ WR WKH

PDULQH HQYLURQPHQW� (IIHFWLYH PDULWLPH SDWURO LV RQH RI WKH WRROV DW WKH *RYHUQPHQW¶V

GLVSRVDO IRU FRXQWHULQJ WKHP� $ PDULWLPH SDWURO FDSDELOLW\ KDV D GLUHFW UHODWLRQVKLS ZLWK

PDQ\ RI WKH *RYHUQPHQW¶V SROLF\ REMHFWLYHV DQG LV DQ LPSRUWDQW GLSORPDWLF WRRO LQ

PHHWLQJ WKHP�

,Q WKH IROORZLQJ VHFWLRQV ZH ORRN DW WKH PDLQ FLYLOLDQ UHTXLUHPHQWV IRU D PDULWLPH

VXUYHLOODQFH FDSDELOLW\ LQ PRQLWRULQJ DFWLYLW\ ZLWKLQ 1HZ =HDODQG¶V ((=� VHDUFK DQG

UHVFXH DQG GLVDVWHU UHOLHI� LQ WKH FRQWH[W RI WKH JRYHUQPHQW¶V SROLF\ REMHFWLYHV� :H WKHQ

H[DPLQH KRZ PDULWLPH SDWURO KHOSV WR PHHW WKH JRYHUQPHQW¶V REMHFWLYHV LQ WKH 6RXWKHUQ

2FHDQ DQG $QWDUFWLFD� IROORZHG E\ WKH 3DFLILF� )LQDOO\ ZH H[DPLQH WKH PLOLWDU\ UROH LQ

PDULWLPH VXUYHLOODQFH DJDLQVW WKH ILYH NH\ REMHFWLYHV RI WKH 'HIHQFH 3ROLF\ )UDPHZRUN�
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$ &,9,/,$1 5(48,5(0(176

� 3527(&7,21 2) 1(: =($/$1' 629(5(,*17<

0DULWLPH SDWURO LV UHTXLUHG LQ WKH SURWHFWLRQ RI 1HZ =HDODQG¶V VRYHUHLJQ LQWHUHVWV

x WR PRQLWRU DQG GRFXPHQW LOOHJDO ILVKHULHV DFWLYLWLHV ZLWKLQ WKH DUHD XQGHU 1HZ =HDODQG¶V

MXULVGLFWLRQ�

x WR LGHQWLI\ DQG PRQLWRU YHVVHOV HQJDJHG LQ WKH H[SORUDWLRQ RU H[SORLWDWLRQ RI VHDEHG

UHVRXUFHV ZLWKLQ WKH ((= DQG RQ WKH FRQWLQHQWDO VKHOI�

x WR GHWHFW DQG PRQLWRU YHVVHOV LQYROYHG LQ LOOHJDO DFWLYLWLHV VXFK DV GUXJ WUDIILFNLQJ DQG

VHDERUQH LOOHJDO LPPLJUDWLRQ� ERWK EHIRUH WKH\ HQWHU 1HZ =HDODQG ZDWHUV� LQ FRRSHUDWLRQ

ZLWK RWKHU LQWHUHVWHG SDUWLHV� DQG RQFH WKH\ KDYH HQWHUHG 1HZ =HDODQG ZDWHUV� DQG

x WR UHFRQQRLWUH DQG PRQLWRU KXPDQ�LQGXFHG HQYLURQPHQWDO GLVDVWHUV VXFK DV RLO VSLOOV� DQG

VKLSPHQWV RI KD]DUGRXV ZDVWH LQ DUHDV RI LQWHUHVW WR 1HZ =HDODQG�

$ VDIH� VHFXUH 1HZ =HDODQG LV D FRUH IRUHLJQ SROLF\ DQG VHFXULW\ REMHFWLYH� 3URWHFWLQJ

1HZ =HDODQG¶V VRYHUHLJQW\ LV WKH NH\ IRUHLJQ DQG VHFXULW\ SROLF\ WDVN� %LODWHUDO DQG

PXOWLODWHUDO FRRSHUDWLRQ LQ ILVKHULHV DQG WKH HQYLURQPHQW� DQG FRPEDWLQJ LOOHJDO PLJUDWLRQ

DQG RWKHU WUDQVQDWLRQDO FULPHV DUH DQ LPSRUWDQW IRFXV RI RXU IRUHLJQ SROLF\ � WKH REMHFWLYH

RI ZKLFK LV WR NHHS 1HZ =HDODQG VHFXUH DQG SURWHFW RXU UHVRXUFHV� 7KH DELOLW\ WR

PRQLWRU ZKDW LV KDSSHQLQJ LQ RXU LPPHGLDWH DUHD RI LQWHUHVW LV HVVHQWLDO� $ PDULWLPH

VXUYHLOODQFH DQG SDWURO FDSDELOLW\ LV D IXQGDPHQWDO WRRO LQ PHHWLQJ WKH PRQLWRULQJ

UHTXLUHPHQW�

7KHUH DUH D QXPEHU RI ZD\V LQ ZKLFK PDULWLPH VXUYHLOODQFH FDQ EH FDUULHG RXW� :H GR

QRW DWWHPSW WR GLVFXVV WKHP LQ DQ\ GHSWK KHUH� EXW VLPSO\ QRWH WKDW RSWLRQV LQFOXGH�

x VXLWDEO\ HTXLSSHG UHFRQQDLVVDQFH DLUFUDIW � DQ DLUFUDIW IO\LQJ DW KLJK DOWLWXGH KDV D

ZLGH FRYHUDJH��

x 8QPDQQHG $HULDO 9HKLFOHV �8$9V��

x VDWHOOLWHV� �H[SHQVLYH DQG QRW QHFHVVDULO\ SUHFLVH HQRXJK�� DQG

x VXUIDFH YHVVHOV� 6KLSV FDQ VWD\ RQ VWDWLRQ IRU D ORQJ WLPH� DOWKRXJK VXUIDFH

YHVVHOV DUH OLPLWHG LQ VSHHG DQG KHQFH FRYHUDJH RI EURDG DUHDV RI RFHDQ�

,GHDOO\ D PXOWLOD\HUHG DSSURDFK LV IROORZHG� ZLWK HDFK FRPSRQHQW FRQWULEXWLQJ WR D WRWDO

SLFWXUH� &XUUHQWO\ 1HZ =HDODQG¶V PDULWLPH VXUYHLOODQFH LV SHUIRUPHG SUHGRPLQDQWO\ E\

WKH 51=$)� ZKLFK LV WUDLQHG IRU WKH WDVN� XVLQJ WKH 3� 2ULRQ� ZKLFK LV HTXLSSHG IRU WKH

WDVN� WRJHWKHU ZLWK VXUIDFH VXUYHLOODQFH DQG HQIRUFHPHQW�



7+,6 '2&80(17 ,6 $87+25,6(' )25 38%/,& 5(/($6(

��

7+,6 '2&80(17 ,6 $87+25,6(' )25 38%/,& 5(/($6(

0)$7 )LQDO UHSRUW IRU SXEOLF UHOHDVH�%7�GRF

��� 0DULQH UHVRXUFHV

:LWKLQ WKH GLIIHUHQW JHRJUDSKLF DUHDV ZKHUH 1HZ =HDODQG KDV DQ LQWHUHVW RU REOLJDWLRQ WR

XQGHUWDNH PDULQH UHVRXUFH SURWHFWLRQ � LWV WHUULWRULDO VHD� ((=� FRQWLQHQWDO VKHOI�

6RXWKHUQ 2FHDQ DUHD RI LQWHUHVW� DV ZHOO DV WKH 3DFLILF� HVSHFLDOO\ WKH &RRN ,VODQGV� 1LXH

DQG 7RNHODX � GLIIHUHQW OHJDO IUDPHZRUNV DSSO\�

:H GLVFXVV WKH 81 &RQYHQWLRQ RQ WKH /DZ RI WKH 6HD �81&/26� EHORZ� 7KH 81 )LVK

6WRFNV $JUHHPHQW DQG WKH &RQYHQWLRQ RQ WKH &RQVHUYDWLRQ DQG 0DQDJHPHQW RI +LJKO\

0LJUDWRU\ )LVK 6WRFNV LQ WKH :HVWHUQ DQG &HQWUDO 3DFLILF DUH GLVFXVVHG XQGHU WKH VHFWLRQ

RQ WKH 3DFLILF� WKH\ GHDO ZLWK ILVK ZLWKLQ DQG RXWVLGH FRDVWDO VWDWHV¶ ((=V�

����� 81&/26

7KH LQWHUQDWLRQDO OHJDO IUDPHZRUN IRU RFHDQV PDQDJHPHQW LV WKH 81 &RQYHQWLRQ RQ WKH

/DZ RI WKH 6HD �81&/26�� ZKLFK FDPH LQWR HIIHFW LQ ����� 1HZ =HDODQG UDWLILHG

81&/26 LQ -XO\ ����� 81&/26 GHILQHG GLVWLQFW ]RQHV RI VRYHUHLJQW\ DQG MXULVGLFWLRQ

IRU FRDVWDO 6WDWHV� LQFOXGLQJ 1HZ =HDODQG� 7KH &RQYHQWLRQ FRQWDLQV D EDODQFH RI ULJKWV

DQG REOLJDWLRQV EHWZHHQ FRDVWDO 6WDWHV DQG WKH WUDGLWLRQDO XVHUV RI WKH VHDV� LQFOXGLQJ

PDULWLPH WUDQVSRUW 6WDWHV DQG IRUHLJQ ILVKHUV� ,W WKHUHIRUH SURYLGHV IRU SUHVHUYDWLRQ RI

QDYLJDWLRQDO ULJKWV LQ ZDWHUV XQGHU WKH MXULVGLFWLRQ RI FRDVWDO 6WDWHV� OD\V GRZQ FHUWDLQ

REOLJDWLRQV FRQFHUQLQJ WKH SURWHFWLRQ RI KLVWRULF IRUHLJQ ILVKLQJ LQWHUHVWV LQ WKH ((=�

SUHVHUYHV WKH ULJKW WR OD\ VXEPDULQH FDEOHV DQG SLSHOLQHV RXWVLGH �� QDXWLFDO PLOHV �QP��

SURYLGHV IRU WKH VKDULQJ RI SURILWV ZLWK WKH LQWHUQDWLRQDO FRPPXQLW\ IURP H[SORLWDWLRQ RI

UHVRXUFHV RI WKH FRQWLQHQWDO VKHOI RXWVLGH ��� QP� DQG HVWDEOLVKHV D FRQVHQW UHJLPH IRU

PDULQH VFLHQWLILF UHVHDUFK XQGHUWDNHQ E\ IRUHLJQ YHVVHOV LQ WKH ZDWHUV RI D FRDVWDO 6WDWH�

1HZ =HDODQG LV RQH RI WKH JUHDWHVW EHQHILFLDULHV LQ WKH ZRUOG IURP WKH 81&/26 SURFHVV�

1HZ =HDODQG¶V ((= LV WKH IRXUWK ODUJHVW LQ WKH ZRUOG� :KHQ WKH VHDEHG RI WKH

FRQWLQHQWDO VKHOI LV IXOO\ GHILQHG� ZH FRXOG KDYH MXULVGLFWLRQ RYHU DV PXFK DV � PLOOLRQ VT

NP RI VHDEHG� RU ����� WLPHV RXU ODQG DUHD� 7KH UHOHYDQW DUHDV RI PDULWLPH MXULVGLFWLRQ

DUH�

x WKH 7HUULWRULDO 6HD RI �� QDXWLFDO PLOHV� RYHU ZKLFK WKH FRDVWDO VWDWH KDV

VRYHUHLJQW\� �1HZ =HDODQG¶V WHUULWRULDO VHD DUHD LV ������� VT NP�� )RUHLJQ

YHVVHOV KDYH WKH ULJKW RI LQQRFHQW SDVVDJH LQ WKH WHUULWRULDO VHD DQG QR ILVKLQJ

ULJKWV�

x &RQWLJXRXV ]RQH H[WHQGLQJ RXW WR �� QDXWLFDO PLOHV LQ ZKLFK D FRDVWDO VWDWH PD\

H[HUFLVH FRQWURO LQ RUGHU WR SUHYHQW LQIULQJHPHQW RI LWV FXVWRPV� LPPLJUDWLRQ DQG

KHDOWK ODZV�

x ([FOXVLYH (FRQRPLF =RQH RI ��� QDXWLFDO PLOHV� LQ ZKLFK WKH FRDVWDO VWDWH KDV

VRYHUHLJQ ULJKWV WR H[SORUH DQG H[SORLW� FRQVHUYH DQG PDQDJH WKH OLYLQJ DQG QRQ�

OLYLQJ QDWXUDO UHVRXUFHV RI WKH ZDWHUV� VHDEHG DQG VXEVRLO� �1HZ =HDODQG¶V ((=

DUHD LV ��������� VT NP�� 2WKHU VWDWHV KDYH IUHHGRP RI QDYLJDWLRQ DQG WKH
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IUHHGRP WR OD\ VXEPDULQH FDEOHV DQG SLSHOLQHV� DQG

x &RQWLQHQWDO 6KHOI FRPSULVLQJ WKH VHDEHG DQG VXEVRLO H[WHQGLQJ WR WKH RXWHU HGJH

RI WKH FRQWLQHQWDO PDUJLQ RU WR ��� QDXWLFDO PLOHV IURP WKH EDVHOLQHV ZKHUH WKH

RXWHU HGJH GRHV QRW H[WHQG WR WKDW GLVWDQFH� 3DUWLHV WR 81&/26 DUH UHTXLUHG WR

GHSRVLW WKH FRRUGLQDWHV GHOLQHDWLQJ WKHLU FRQWLQHQWDO VKHOI ZLWKLQ WHQ \HDUV RI

UDWLI\LQJ WKH &RQYHQWLRQ � ���� LQ 1HZ =HDODQG¶V FDVH� 7KLV ZLOO GHILQH WKH

H[WHQW RI WKH VHDIORRU IRU ZKLFK 1HZ =HDODQG KDV VRYHUHLJQ ULJKWV WR H[SORUH DQG

H[SORLW VHDEHG UHVRXUFHV�

,Q DQWLFLSDWLRQ RI WKH FRQFOXVLRQ RI 81&/26� WKH 7HUULWRULDO 6HD� &RQWLJXRXV =RQH DQG

([FOXVLYH (FRQRPLF =RQH $FW ���� HVWDEOLVKHG D ��� QDXWLFDO PLOH ((= DQG GHFODUHG

1HZ =HDODQG¶V VRYHUHLJQ ULJKW WR H[SORUH� H[SORLW� FRQVHUYH DQG PDQDJH LW� :LWKLQ 1HZ

=HDODQG¶V ((=� ILVKLQJ DFWLYLW\ FDQ RQO\ WDNH SODFH E\ DXWKRULVHG YHVVHOV�

����� )LVKLQJ

%\ FODLPLQJ VRYHUHLJQ ULJKWV RYHU WKH ((=� 1HZ =HDODQG DVVXPHG UHVSRQVLELOLW\ IRU

UHJXODWLQJ IRUHLJQ ILVKLQJ DFWLYLWLHV LQ WKH ]RQH� LQFOXGLQJ SUHYHQWLQJ XQDXWKRULVHG

DFWLYLWLHV� 9HVVHOV VXVSHFWHG RI ILVKLQJ LOOHJDOO\ ZLWKLQ WKH ((= FDQ EH ERDUGHG DQG

DUUHVWHG� 9HVVHOV DWWHPSWLQJ WR HYDGH DUUHVW FDQ EH SXUVXHG IURP WKH ((= RQWR WKH KLJK

VHDV XQGHU WKH ODZ RI KRW SXUVXLW�

7KHUH LV LQFUHDVHG SUHVVXUH RQ ILVK VWRFNV LQ WKH VHDV DURXQG 1HZ =HDODQG� *LYHQ WKH

SOXQGHULQJ RI ILVK WKDW KDV WDNHQ SODFH LQ WKH QRUWKHUQ KHPLVSKHUH DQG LQ RWKHU SDUWV RI

WKH 6RXWKHUQ 2FHDQ SUHVVXUH RQ ILVK VWRFNV LV LQFUHDVLQJ� 7KLV LV HVSHFLDOO\ WUXH LQ

UHVSHFW RI KLJK YDOXH PLJUDWRU\ DQG VWUDGGOLQJ VWRFNV �HJ RUDQJH URXJK\� WRRWKILVK DQG

KRNL�� 7KLV ZLOO DIIHFW RXU RZQ ((=� WKH 6RXWKHUQ 2FHDQ DQG 3DFLILF DQG $QWDUFWLF

ZDWHUV� ,W LV DQWLFLSDWHG WKDW XQUHJXODWHG RU LOOHJDO ILVKLQJ ZLOO LQFUHDVH LQ WKHVH ]RQHV�

(YDVLRQ PHWKRGV DUH OLNHO\ WR EHFRPH PRUH GHOLEHUDWH DQG UHILQHG� 7KH VXUYHLOODQFH QHHG

LV H[SHFWHG WR LQFUHDVH�

1HZ =HDODQG¶V QDWXUDO PDULQH UHVRXUFHV PDNH D VLJQLILFDQW FRQWULEXWLRQ WR WKH HFRQRP\�

1HZ =HDODQG¶V FRPPHUFLDO ILVKHULHV DUH LWV IRXUWK ODUJHVW H[SRUW HDUQHU� ZLWK D YDOXH

UDQJLQJ IURP ���� WR ���� ELOOLRQ D \HDU� 7KH ILVKLQJ LQGXVWU\ HVWLPDWHV WKDW LWV WRWDO

FRQWULEXWLRQ WR WKH 1HZ =HDODQG HFRQRP\ LV ���� ELOOLRQ� 7KH LPSHUDWLYH WR EH LQYROYHG

LQ WKH SURWHFWLRQ RI RXU ((= LV� WKHUHIRUH� QRW VLPSO\ WR PDLQWDLQ WKH VRYHUHLJQ ULJKWV RI

1HZ =HDODQG� 7KH FXUUHQW� DQG IXWXUH� YDOXH RI RXU ILVKHULHV UHVRXUFH LV DOVR D

FRPSHOOLQJ UHDVRQ�

&RQWLQXDO PRQLWRULQJ DFWLRQ LV UHTXLUHG ZLWKLQ WKH 1HZ =HDODQG ((= WR HQIRUFH

1HZ =HDODQG¶V OHJLVODWLRQ� WKH 7HUULWRULDO 6HD� &RQWLJXRXV =RQH DQG ([FOXVLYH

(FRQRPLF =RQH $FW ���� DQG WKH )LVKHULHV $FW ����� %HFDXVH LW KDV D FDSDELOLW\ WR

UHFRUG ZKHUH D JLYHQ YHVVHO LV DQG ZKDW LW LV GRLQJ DW WKH WLPH� PDULWLPH DHULDO

VXUYHLOODQFH LV D NH\ HOHPHQW LQ PRQLWRULQJ DQG GRFXPHQWLQJ LOOHJDO DFWLYLWLHV LQ

1HZ =HDODQG¶V ((= DQG WHUULWRULDO ZDWHUV� 6XFK FOHDU GRFXPHQWDU\ HYLGHQFH LV

UHTXLUHG ERWK WR SURJUHVV D SURVHFXWLRQ XQGHU 1HZ =HDODQG OHJLVODWLRQ� RU WR
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SXUVXH WKH UHVSRQVLELOLW\ RI WKH IRUHLJQ IODJ 6WDWH WKURXJK GLSORPDWLF FKDQQHOV�

����� 6HDEHG UHVRXUFHV

1HZ =HDODQG¶V ((= LV WKH IRXUWK ODUJHVW LQ WKH ZRUOG� 7KH GHOLQHDWLRQ RI WKH RXWHU

FRQWLQHQWDO VKHOI ZLOO FODULI\ 1HZ =HDODQG VRYHUHLJQ ULJKWV WR DGGLWLRQDO H[SORLWDEOH

VHDEHG UHVRXUFHV RYHU WKH PHGLXP WR ORQJ WHUP� :LWKLQ WKH ((= DUH PDULQH DQG HQHUJ\

UHVRXUFHV FXUUHQWO\ H[SORLWHG E\ D FRPELQDWLRQ RI 1HZ =HDODQG DQG RYHUVHDV FRPSDQLHV�

([SORLWDEOH OHYHOV RI PLQHUDO DQG HQHUJ\ UHVRXUFHV �LQFOXGLQJ JROG� LURQ VDQGV�

SKRVSKDWHV DQG RLO� DUH DOVR WKRXJKW WR H[LVW LQ 1HZ =HDODQG¶V ((= DQG FRQWLQHQWDO VKHOI

DUHD� )XUWKHU H[SORLWDWLRQ RI WKHVH UHVRXUFHV LV OLNHO\ WR EH DW OHDVW WZHQW\ WR WKLUW\ \HDUV

DZD\� DQG ORQJHU IRU WKRVH UHVRXUFHV LQ OHVV DFFHVVLEOH DUHDV�

1HZ =HDODQG LV DEOH WR SURWHFW DQG PDQDJH VHDEHG UHVRXUFHV DV D UHVXOW RI 81&/26 DQG

HQDEOLQJ GRPHVWLF OHJLVODWLRQ �

x &URZQ 0LQHUDOV $FW ���� � WKLV LV WKH *RYHUQPHQW¶V SULQFLSDO WRRO IRU FRQWUROOLQJ

SHWUROHXP H[SORUDWLRQ DQG PLQHUDOV PLQLQJ LQFOXGLQJ RQ WKH VHDEHG DQG VXEVRLOV

RI WKH WHUULWRULDO VHD� DQG WKH

x &RQWLQHQWDO 6KHOI $FW ���� � WKLV DSSOLHV WR WKH H[SORUDWLRQ DQG H[SORLWDWLRQ RI

WKH UHVRXUFHV RI WKH VHDEHG DQG VXEVRLO RI WKH FRQWLQHQWDO VKHOI EH\RQG WKH

WHUULWRULDO VHD� 7KH SURYLVLRQV RI WKH &URZQ 0LQHUDOV $FW DUH H[WHQGHG WR

SHWUROHXP SURVSHFWLQJ DQG PLQLQJ RQ WKH FRQWLQHQWDO VKHOI WR WKH H[WHQW QHFHVVDU\�

:KLOH UHVRXUFHV RQ WKH FRQWLQHQWDO VKHOI DGMDFHQW WR WKH WHUULWRULDO VHD DUH ZLWKLQ

H[SORLWDWLRQ FDSDELOLW\� WKH DELOLW\ WR H[SORLW FRPPHUFLDOO\ UHVRXUFHV PRUH GLVWDQW

IURP RXU VKRUHV LV VRPH GHFDGHV DZD\�

7R SURWHFW WKHVH UHVRXUFHV IXOO\� 1HZ =HDODQG QHHGV WKH FDSDFLW\ WR LGHQWLI\ DQG

PRQLWRU YHVVHOV LQ WKH DUHDV XQGHU LWV MXULVGLFWLRQ�

��� 7UDQVQDWLRQDO FULPH

1HZ =HDODQG¶V VHFXULW\ LV DOVR SODFHG DW ULVN WKURXJK WKH LQFLGHQFH RI WUDQV�ERUGHU FULPH�

DQG D WUHQG WRZDUGV WDUJHWLQJ WKLV FRXQWU\ DQG WKH VPDOO LVODQG VWDWHV DVVRFLDWHG ZLWK LW

ZLWK RSHUDWLRQV RI LQFUHDVLQJ VRSKLVWLFDWLRQ DQG FRPSOH[LW\� 6RXWK 3DFLILF FRXQWULHV DUH

YXOQHUDEOH WR GUXJV DQG PRQH\ ODXQGHULQJ� ZLWK UHSHUFXVVLRQV IRU 1HZ =HDODQG EHFDXVH

RI WKHLU SUR[LPLW\ WR DQG FORVH OLQNV ZLWK 1HZ =HDODQG� &ULPHV VXFK DV GUXJ�WUDIILFNLQJ�

PRQH\�ODXQGHULQJ DQG IUDXGXOHQW EXVLQHVV GHDOLQJV EDVHG RQ IODJV RI FRQYHQLHQFH ZLOO

QHHG WR EH FRXQWHUHG� 'LVWDQFH LV QR ORQJHU SURWHFWLRQ� 7KH DUUHVW RI D \DFKW LQ 9DQXDWX

ZDWHUV HDUOLHU WKLV \HDU DQG FRQFHUQV H[SUHVVHG E\ WKH &RRN ,VODQGV *RYHUQPHQW DERXW

WKH SRVVLEOH XVH RI LWV ZDWHUV IRU GUXJ VPXJJOLQJ VKRZV WKDW WKLV ULVN IURP WUDQVLW SRLQWV

ZLWKLQ WKH 3DFLILF LV YHU\ UHDO� 6L]HDEOH GUXJ KDXOV LQ $XVWUDOLD� 1HZ =HDODQG DQG PRUH

UHFHQWO\ )LML VXJJHVW WKDW ZH DUH DOUHDG\ D ZD\ VWDWLRQ� LI QRW D GHVWLQDWLRQ� IRU

LQWHUQDWLRQDO GUXJ GHDOHUV� $V UHJLPHV DUH WLJKWHQHG HOVHZKHUH� 1HZ =HDODQG ULVNV EHLQJ

VHHQ DV D VRIW WDUJHW� HVSHFLDOO\ JLYHQ RXU RSHQ ERUGHU ZLWK $XVWUDOLD�
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0DULWLPH VXUYHLOODQFH LV DQ LPSRUWDQW WRRO LQ GHWHFWLQJ DQG FRXQWHULQJ LOOHJDO

DFWLYLWLHV VXFK DV GUXJ�WUDIILFNLQJ EHIRUH WKHLU SHUSHWUDWRUV UHDFK RXU WHUULWRU\� $

ORW RI WKLV WUDIILFNLQJ LV GRQH XVLQJ VPDOO ERDWV� 1HZ =HDODQG QHHGV WR ZRUN LQ FORVH

FRRSHUDWLRQ ZLWK RWKHU FRXQWULHV LI HIIRUWV WR FRXQWHU WUDQVQDWLRQDO FULPH DUH WR EH

HIIHFWLYH� 7KH UHTXLUHPHQW IRU HIIHFWLYH PDULWLPH VXUYHLOODQFH RI WKLV WKUHDW LV OLNHO\

WR LQFUHDVH DV WKH VFDOH RI WKH WKUHDW LQFUHDVHV�

��� 6HDERUQH LOOHJDO PLJUDQWV

,OOHJDO LPPLJUDWLRQ KDV WDNHQ RQ QHZ SURPLQHQFH LQ WKH UHJLRQ� LQFOXGLQJ WUDIILFNLQJ DQG

VPXJJOLQJ RI SHRSOH� DQG LV DQ DUHD ZKHUH RUJDQLVHG FULPH LV EHFRPLQJ DFWLYH� 1HZ

=HDODQG LV DW ULVN IURP ERDW ODQGLQJV� DV KDV RFFXUUHG IUHTXHQWO\ LQ $XVWUDOLD DQG

RFFDVLRQDOO\ LQ 1HZ &DOHGRQLD� 7KH $XVWUDOLDQ H[SHULHQFH GHPRQVWUDWHV WKDW IRU

1HZ =HDODQG HIIHFWLYH PDULWLPH VXUYHLOODQFH� LQFOXGLQJ FRRSHUDWLQJ ZLWK

QHLJKERXULQJ MXULVGLFWLRQV� HJ $XVWUDOLD DQG )UDQFH� LV LPSRUWDQW LQ FRQWDLQLQJ WKLV

ULVN�

0DULWLPH VXUYHLOODQFH LV UHTXLUHG WR JLYH XV IRUZDUG UHDFK LQ WKH GHWHFWLRQ RI VHDERUQH

LOOHJDO PLJUDWLRQ� :H QHHG WR NQRZ ZKHUH WKH ZRXOG�EH LPPLJUDQWV DUH EHIRUH WKH\ HQWHU

RXU LPPLJUDWLRQ MXULVGLFWLRQ DQG ZKHUH WKH\ DUH KHDGLQJ� :H QHHG WR EH DEOH WR LQWHUFHSW

YHVVHOV RQFH WKHVH SHRSOH UHDFK RXU MXULVGLFWLRQ DQG HYHQWXDOO\ WR HQVXUH D FRQWUROOHG

ODQGLQJ LQ 1HZ =HDODQG� 7KH FRQGLWLRQV RI WKH YHVVHOV WKH\ WUDYHO LQ LV IUHTXHQWO\ SRRU�

DQG WKHUH PD\ EH D QHHG WR UHVFXH WKHP� :H KDYH LQWHUQDWLRQDO UHVSRQVLELOLWLHV WKURXJK

81&/26 DQG WKH &RQYHQWLRQ RQ WKH 6DIHW\ RI /LIH DW 6HD� WR ZKLFK ZH DUH D 3DUW\� WR

UHQGHU DVVLVWDQFH WR VXFK YHVVHOV� 7KH UHFHQWO\ FRQFOXGHG 7UDQVQDWLRQDO 2UJDQLVHG &ULPH

&RQYHQWLRQ¶V 3URWRFRO RQ WKH 6PXJJOLQJ RI 0LJUDQWV ZRXOG UHTXLUH VWDWHV WR FRRSHUDWH

WR SUHYHQW WKH VPXJJOLQJ RI PLJUDQWV E\ VHD� VWUHQJWKHQ ERUGHU FRQWUROV WR GHWHU

VPXJJOLQJ� DQG DXWKRULVHV ERDUGLQJ DQG VHDUFKLQJ RI VXFK YHVVHOV� LQFOXGLQJ RQ WKH KLJK

VHDV�

��� 3ROOXWLRQ DQG WUDQVKLSPHQW RI KD]DUGRXV ZDVWH

,Q WKH HYHQW RI D PDMRU QDWXUDO RU KXPDQ LQGXFHG HQYLURQPHQWDO GLVDVWHU� VXFK DV

D ODUJH RLO VSLOO RU VRPH RWKHU IRUP RI FRQWDPLQDWLRQ HJ UHOHDVH RI WR[LF VXEVWDQFHV�

1HZ =HDODQG QHHGV D FDSDELOLW\ WR UHFRQQRLWUH DQG PRQLWRU WKH VLWXDWLRQ IURP WKH

DLU� EHIRUH DQ\ UHVSRQVH FDQ EH XQGHUWDNHQ� 3DVW 2ULRQ SDWUROV LQ WKH 1HZ =HDODQG

((= KDYH UHSRUWHG D YDULHW\ RI RIIHQFHV �JDUEDJH GXPSLQJ DW VHD� RLO VSLOOV� DQG SURYLGHG

SKRWRJUDSKLF HYLGHQFH WR VXSSRUW SURVHFXWLRQV�

7KLV UHTXLUHPHQW ZRXOG DSSO\ HTXDOO\ WR DQ\ DFFLGHQW WR D YHVVHO WUDQVSRUWLQJ QXFOHDU

ZDVWH RXWVLGH RXU ((=� 7KHVH VKLSPHQWV WDNH SODFH WZR RU WKUHH WLPHV HDFK \HDU�

:KLOH WKH 1HZ =HDODQG 1XFOHDU )UHH =RQH� 'LVDUPDPHQW DQG $UPV &RQWURO OHJLVODWLRQ�

FRXSOHG ZLWK 81&/26� GRHV QRW OLPLW WKH IUHHGRP RI DQ\ VKLS RI D QXFOHDU ZHDSRQ VWDWH

RU RI DQ\ RWKHU VWDWH WR H[HUFLVH WKH ULJKW RI LQQRFHQW SDVVDJH �LQ DFFRUGDQFH ZLWK

LQWHUQDWLRQDO ODZ� WKURXJK WKH WHUULWRULDO VHD RU WR VDLO WKURXJK WKH ((=� DQ DLUERUQH

PDULWLPH VXUYHLOODQFH FDSDELOLW\ HQDEOHV XV WR PRQLWRU WKH WUDQVLW RI VXUIDFH YHVVHOV VKRXOG
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ZH ZLVK WR GR VR� $ PLOLWDU\ FDSDELOLW\ ZRXOG HQDEOH XV DOVR WR PRQLWRU VXEPDULQHV�
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� 6($5&+ $1' 5(6&8( �6$5�

0DULWLPH SDWURO LV UHTXLUHG LQ WKH FRQWH[W RI VHDUFK DQG UHVFXH

x WR JLYH 1HZ =HDODQG WKH FDSDFLW\ WR PRXQW 6$5 RSHUDWLRQV LQ D WLPHO\ ZD\ LQ WKH IDU

UHDFKHV RI WKH 1HZ =HDODQG 6$5 DUHD� LQ H[WUHPH ZHDWKHU FRQGLWLRQV DQG VHD VWDWHV�

7KLV LQFOXGHV WKH DELOLW\ WR ORFDWH YHVVHOV RU SHUVRQV LQ GLVWUHVV� WR GLUHFW D 6$5 RSHUDWLRQ

DQG WR GURS VXUYLYDO HTXLSPHQW�

x WR FDUU\ RXW 6$5 RSHUDWLRQV LQ WKH 1DGL 6$5 DUHD� DQG EH\RQG DV UHTXLUHG E\ WKH

JRYHUQPHQW�

x WR KDYH WKH FDSDFLW\ WR FDUU\ RXW 6$5 RSHUDWLRQV LQ WKH SDUWLFXODUO\ GLIILFXOW FRQGLWLRQV

RI WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD�

1HZ =HDODQG KDV DVVXPHG REOLJDWLRQV� ERWK OHJDO DQG SROLWLFDO� WR SURYLGH DVVLVWDQFH LQ

UHVSHFW RI VHDUFK DQG UHVFXH �6$5� LQ RXU WHUULWRULDO ZDWHUV� RXU ((= DQG EH\RQG�

3HUIRUPDQFH RI WKHVH REOLJDWLRQV GHSHQGV RQ PDULWLPH VXUYHLOODQFH FDSDELOLWLHV� 2XU

6$5 REOLJDWLRQV DUH FRYHUHG E\ D QHWZRUN RI $JUHHPHQWV WR ZKLFK 1HZ =HDODQG LV D

SDUW\� ERWK PXOWLODWHUDO DQG GRPHVWLF�

$ JOREDO 6$5 V\VWHP KDV EHHQ HVWDEOLVKHG WR SURYLGH DQ HIIHFWLYH V\VWHP VR WKDW�

ZKHUHYHU SHRSOH VDLO RU IO\� 6$5 VHUYLFHV ZLOO EH DYDLODEOH LI QHHGHG� 7KLV PHDQV WKDW

ZH UHVFXH 1HZ =HDODQGHUV DQG QDWLRQDOV RI RWKHU FRXQWULHV LQ RXU GHVLJQDWHG DUHD RI

RSHUDWLRQV� DQG 1HZ =HDODQGHUV FDQ H[SHFW WR EH UHVFXHG ZKHUHYHU WKH\ WUDYHO

ZRUOGZLGH� ,Q EURDG WHUPV WKLV JOREDO 6$5 V\VWHP GLYLGHV PRVW RI WKH JOREH LQWR

UHJLRQDO VHDUFK DQG UHVFXH DUHDV �655V�� 7KH 1HZ =HDODQG 6HDUFK DQG 5HVFXH 5HJLRQ

�655�� DV HQGRUVHG E\ ERWK WKH ,QWHUQDWLRQDO &LYLO $YLDWLRQ 2UJDQLVDWLRQ DQG WKH

,QWHUQDWLRQDO 0DULWLPH 2UJDQLVDWLRQ� FRYHUV DSSUR[LPDWHO\ �� PLOOLRQ VTXDUH NLORPHWUHV

DQG VWUHWFKHV QRUWK RI WKH &RRN ,VODQGV �DOPRVW WR WKH (TXDWRU� DQG DV IDU VRXWK DV

$QWDUFWLFD� ,W LV ERXQGHG E\ WKH 0HOERXUQH� 1DGL� +RQROXOX� 7DKLWL DQG (DVWHU ,VODQG

655V�

7KH UHJLRQDO 655V FRPSOHPHQW GRPHVWLF 6$5V ZKHUH HVWDEOLVKHG� ,Q WKH 3DFLILF� DV

HOVHZKHUH� 5HVFXH &RRUGLQDWLRQ &HQWUHV �5&&6� RU HTXLYDOHQWV KDYH SULPDU\

UHVSRQVLELOLW\ IRU FRRUGLQDWLQJ VHDUFK DQG UHVFXH HIIRUWV LQ UHJLRQDO 655V �VHH PDS��

7KHVH 5&&V PD\ FDOO IRU DVVLVWDQFH IURP QHLJKERXULQJ UHJLRQV� /LQHV RI GHPDUFDWLRQ

DUH QRW ULJLG�

��� ,QWHUQDWLRQDO DJUHHPHQWV� JHQHUDO

6RPH RI WKH PXOWLODWHUDO DJUHHPHQWV DUH LQ WKH IRUP RI JHQHUDO REOLJDWLRQV RQ DOO 6WDWHV

ZKLFK DUH SDUW\ WR WKHP � WKH\ GR QRW LPSRVH VSHFLILF UHVSRQVLELOLWLHV IRU D GHILQHG DUHD�

$V VXFK WKH\ DUH OHVV UHOHYDQW LQ WKH PDULWLPH SDWURO FRQWH[W� 7KRVH WR ZKLFK 1HZ

=HDODQG LV D SDUW\ LQFOXGH�
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x 7KH &RQYHQWLRQ RQ ,QWHUQDWLRQDO &LYLO $YLDWLRQ ���� � D PXOWLODWHUDO DJUHHPHQW

ZKLFK LPSRVHV JHQHUDO REOLJDWLRQV RQ 6WDWHV 3DUWLHV IRU 6$5� $QQH[ �� RI WKLV

&RQYHQWLRQ FRQWDLQV UHFRPPHQGHG SUDFWLFHV RQ WKH HVWDEOLVKPHQW� PDLQWHQDQFH

DQG RSHUDWLRQ RI VHDUFK DQG UHVFXH VHUYLFHV LQ WKH WHUULWRULHV RI FRQWUDFWLQJ

6WDWHV DQG RYHU WKH KLJK VHDV� DQG RQ WKH FRRUGLQDWLRQ RI VXFK VHUYLFHV EHWZHHQ

6WDWHV�

x 7KH ,QWHUQDWLRQDO &RQYHQWLRQ RQ 0DULWLPH 6HDUFK DQG 5HVFXH ���� � 7KLV

FRQYHQWLRQ LV WKH PRVW UHOHYDQW WR WKH PDULWLPH SDWURO IXQFWLRQ EHFDXVH LW

GHILQHV 1HZ =HDODQG¶V UHVSRQVLELOLWLHV IRU 6$5� $V QRWHG DERYH� WKH

1HZ =HDODQG 655 IRU WKH SURYLVLRQ RI ERWK PDULWLPH DQG DHURQDXWLFDO 6$5

VHUYLFHV� LV H[WHQVLYH� 7KH &RQYHQWLRQ UHTXLUHV SDUWLHV WR HVWDEOLVK QDWLRQDO

PDFKLQHU\ IRU WKH RYHUDOO FRRUGLQDWLRQ RI VHDUFK DQG UHVFXH VHUYLFHV� LQFOXGLQJ

WKURXJK WKH HVWDEOLVKPHQW RI UHVFXH FRRUGLQDWLRQ FHQWUHV� DQG WKH SURYLVLRQ RI

IDFLOLWLHV DQG HTXLSPHQW DSSURSULDWH WR WKH WDVN� 3DUWLHV DUH WR FRRSHUDWH LQ WKH

FRRUGLQDWLRQ RI WKHLU VHDUFK DQG UHVFXH RUJDQLVDWLRQV DQG WR HQVXUH WKH FORVHVW

SUDFWLFDEOH FRRUGLQDWLRQ EHWZHHQ PDULWLPH DQG DHURQDXWLFDO VHUYLFHV�

x &RRSHUDWLRQ XQGHU WKH &263$6�6$56$7 $JUHHPHQW WR ZKLFK 1HZ =HDODQG

EHFDPH D SDUW\ LQ ����� KHOSV LQ ORFDWLQJ ZKHUH D YHVVHO DFWXDOO\ LV� VR WKDW

DQRWKHU YHVVHO FDQ EH VHQW WR UHVFXH LW� ,QFUHDVLQJ XVH RI DXWRPDWLF ORFDWLRQ

GHYLFHV E\ YHVVHOV DQG DLUFUDIW VKRXOG PDNH VHDUFKHV PRUH HIILFLHQW� 7KH

$JUHHPHQW SURYLGHV IRU D MRLQW VDWHOOLWH SURJUDPPH FRRUGLQDWHG E\ WKH 86$�

&DQDGD� )UDQFH DQG 5XVVLD� 8QGHU WKH DJUHHPHQW� 1HZ =HDODQG LV REOLJHG WR

SURYLGH D JURXQG VHJPHQW� RU /RFDO 8VHU 7HUPLQDO �/87� IRU D VHDUFK DQG

UHVFXH VDWHOOLWH V\VWHP� :H KDYH WZR /87V LQ /RZHU +XWW� 7KH /87V KHOS

HVWDEOLVK WKH ORFDWLRQ RI GLVWUHVV VLJQDOV DQG DOHUW WKH QHDUHVW DXWKRULWLHV�

��� 1HZ =HDODQG SUDFWLFH

'RPHVWLF OHJLVODWLRQ LQFRUSRUDWLQJ LQWHUQDWLRQDO PXOWLODWHUDO DQG ELODWHUDO 6$5

$JUHHPHQWV WKDW 1HZ =HDODQG LV SDUW\ WR LQFOXGHV�

x WKH &LYLO $YLDWLRQ $FW ����� 7KLV $FW SURYLGHV IRU WKH PDNLQJ RI RUGHUV WR

LPSOHPHQW 1HZ =HDODQG¶V REOLJDWLRQV UHODWLQJ WR FLYLO DYLDWLRQ� ,W UHTXLUHV WKH

1= 0LQLVWU\ RI 7UDQVSRUW� WKURXJK WKH 1=&$$� WR HVWDEOLVK� PDLQWDLQ DQG

RSHUDWH D 1DWLRQDO 5HVFXH &R�RUGLQDWLRQ &HQWUH �15&&� IRU WKH FRQGXFW�

FRQWURO DQG FR�RUGLQDWLRQ RI DOO 6$5 RSHUDWLRQV ZLWKLQ DQG� LI QHFHVVDU\� EH\RQG

1=
V 655� DQG

x WKH 0DULWLPH 7UDQVSRUW $FW ����� 6HFWLRQ ��� RI WKH 0DULWLPH 7UDQVSRUW $FW

SURYLGHV IRU WKH HVWDEOLVKPHQW RI D 5HVFXH &RRUGLQDWLRQ &HQWUH IRU WKH FRQGXFW

RI PDULQH VHDUFK DQG UHVFXH RSHUDWLRQV DQG IRU WKH H[HUFLVH RI DQ\ SRZHUV

QHFHVVDU\ IRU WKH LPSOHPHQWDWLRQ RI 1HZ =HDODQG¶V LQWHUQDWLRQDO REOLJDWLRQV

UHODWLQJ WR PDULQH VHDUFK DQG UHVFXH�
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7KH 6$5 UHTXLUHPHQWV WKDW GHULYH IURP 1HZ =HDODQG¶V REOLJDWLRQV XQGHU WKH

,QWHUQDWLRQDO &RQYHQWLRQ RQ 0DULWLPH 6HDUFK DQG 5HVFXH UHODWH WR WKH FRRUGLQDWLRQ RI

WKH HQWLUH RSHUDWLRQ XQGHUWDNHQ E\ WKH 1HZ =HDODQG *RYHUQPHQW� XVLQJ QDWLRQDO RU

LQWHUQDWLRQDO FLYLO DQG�RU PLOLWDU\ UHVRXUFHV� E\ SULYDWH LQWHUHVWV� RU E\ YHVVHOV LQ WKH

YLFLQLW\� ,Q 1HZ =HDODQG PDULWLPH 6$5 LV FDUULHG RXW E\ D WHDP LQFOXGLQJ WKH 1HZ

=HDODQG 3ROLFH� WKH 0DULWLPH 6DIHW\ $XWKRULW\� WKH &LYLO $YLDWLRQ $XWKRULW\� WKH 5R\DO

1HZ =HDODQG &RDVWJXDUG DQG WKH 1=')� $ 6$5 PLVVLRQ LV DFWLYDWHG XSRQ UHFHLYLQJ

LQIRUPDWLRQ UHODWLQJ WR DQ DFWLYDWHG HPHUJHQF\ ORFDWRU WUDQVPLWWHU RU PLVVLQJ RU

GLVWUHVVHG DLUFUDIW RU VXUIDFH YHVVHO�

7KHUH DUH WKUHH FODVVHV RI 6$5� GHWHUPLQHG E\ WKH QDWXUH RI WKH RSHUDWLRQ� &ODVVHV , DQG

,, FRPH XQGHU WKH FRQWURO DQG UHVSRQVLELOLW\ RI WKH 1HZ =HDODQG 3ROLFH DQG DUH

SULPDULO\ ³ORFDO´ RSHUDWLRQV� &ODVV ,,, RSHUDWLRQV FRPH XQGHU WKH FRQWURO DQG

UHVSRQVLELOLW\ RI WKH 1DWLRQDO 5HVFXH &RRUGLQDWLRQ &HQWUH �15&&�� DQG LQFOXGH 6$5

RSHUDWLRQV� RWKHU WKDQ &ODVV , RU ,, VHDUFKHV� EHLQJ�

L DOO 6$5 RSHUDWLRQV DVVRFLDWHG ZLWK DFWLYDWHG HPHUJHQF\ ORFDWLRQ

WUDQVPLWWHUV�

LL DOO 6$5 RSHUDWLRQV DVVRFLDWHG ZLWK PLVVLQJ RU GLVWUHVVHG DLUFUDIW�

LLL VHDUFK DQG UHVFXH RSHUDWLRQV� LQFOXGLQJ WKRVH IRU PLVVLQJ RU GLVWUHVVHG

VXUIDFH YHVVHOV RU DLUFUDIW UHTXLULQJ WKH XVH RI QDWLRQDO DQG LQWHUQDWLRQDO

FLYLO DQG�RU PLOLWDU\ UHVRXUFHV� RU FRRUGLQDWLRQ ZLWK RWKHU VWDWHV�

FRQWUROOHG IURP WKH 15&&� DQG

LY VHDUFK DQG UHVFXH RSHUDWLRQV EHJXQ DV &ODVV , RU &ODVV ,, ZKHQ

UHVSRQVLELOLW\ LV WUDQVIHUUHG E\ PXWXDO DJUHHPHQW WR WKH 15&& E\ WKH

1= 3ROLFH� 7KHVH RSHUDWLRQV PD\ WDNH SODFH DQ\ZKHUH ZLWKLQ WKH 1=

6HDUFK DQG 5HVFXH 5HJLRQ� DQG RFFDVLRQDOO\ LQVLGH WKH 1DGL 6HDUFK DQG

5HVFXH 5HJLRQ �VHH EHORZ��

&ODVV ,,, RSHUDWLRQV� ZKHWKHU FORVH LQVKRUH RU IDU RXW LQWR RXU 6$5 DUHD RI

UHVSRQVLELOLW\� W\SLFDOO\ LQYROYH WKH 1=')� XVLQJ WKH 3� 2ULRQ� 2ULRQ LQYROYHPHQW LQ

LQVKRUH 6$5 LQGLFDWHV WKDW WKH SUREOHP KDV EHFRPH WRR ODUJH IRU VPDOOHU DLUFUDIW� 1HZ

=HDODQG KDV DQ 51=$) 3� 2ULRQ DLUFUDIW RQ WZR KRXUV VWDQGE\ IRU 6$5� 7KLV KDV D

QLJKW VXUYHLOODQFH FDSDELOLW\� 2ULRQV DUH DOVR QHHGHG LQ 6$5 ZKHUH WKHUH LV D QHHG IRU

KLJK�HQG UDQJH� HQGXUDQFH� VSHHG� UHVLOLHQFH DQG GHWHFWLRQ FDSDELOLW\ IRU ORQJ UDQJH

RSHQ RFHDQ 6$5V� 6$5 LQ GLIILFXOW DQG RIWHQ H[WUHPH ZHDWKHU DQG VHD VWDWHV� DQG FORVH

LQVKRUH 6$5V ZKHUH WKHUH LV QR ZHOO GHILQHG GDWXP �WLPH DQG SRVLWLRQ� RI WKH GLVWUHVVHG

YHVVHO�DLUFUDIW�SHUVRQ� 7KH LQLWLDO VHDUFK DUHD FDQ EH H[WUHPHO\ ODUJH DQG JURZV

H[SRQHQWLDOO\�

7KH IXUWKHU RXW WKH 6$5 RSHUDWLRQ� WKH PRUH UREXVW WKH DLUFUDIW UHTXLUHG WR

VHDUFK D JLYHQ DUHD DQG WKH ZLGHU WKH UHTXLUHG VDIHW\ PDUJLQV� $Q DLUFUDIW ZLWK D

OHVVHU UDQJH DQG HQGXUDQFH� ZLWKRXW WKH FDSDELOLW\ WR GURS VXUYLYDO HTXLSPHQW �

IODUHV� PDUNHU EXR\V� OLIHUDIWV HWF� � DQG WR VWD\ LQ WKH DUHD IRU ORQJ SHULRGV RI

WLPH ZKLOH GLUHFWLQJ UHVFXH YHVVHOV WR WKH VFHQH� ZRXOG QRW HQDEOH FRYHUDJH RI WKH

HQWLUH DUHD GHVLJQDWHG DV 1HZ =HDODQG¶V UHVSRQVLELOLW\ XQGHU WKH ,QWHUQDWLRQDO
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&RQYHQWLRQ RQ 0DULWLPH 6HDUFK DQG 5HVFXH� ,Q SUDFWLFH� DV QRWHG HDUOLHU� GHFLVLRQV

WR HQJDJH LQ 6$5 DFWLYLWLHV DUH OLNHO\ WR EH IOH[LEOH LQ UHVSHFW RI ULJLG GHPDUFDWLRQ�

7KH DELOLW\ WR FRYHU WKH ZKROH ]RQH GHVLJQDWHG XQGHU WKH ,QWHUQDWLRQDO &RQYHQWLRQ RQ

0DULWLPH 6HDUFK DQG 5HVFXH LV LPSRUWDQW LI 1HZ =HDODQG LV WR SURYLGH 6$5 IRU

VFKHGXOHG FRPPHUFLDO IOLJKWV DQG 9,3 DLUFUDIW ZKLFK WUDQVLW RXU )OLJKW ,QIRUPDWLRQ

5HJLRQ DQG 6$5 DUHD �WKH ERXQGDULHV DUH FRWHUPLQRXV�� )OLJKWV RQ WKH VRXWKHUQ URXWH

WR 6RXWK $PHULFD DUH D FDVH LQ SRLQW� 7KH DELOLW\ WR FDUU\ RXW 6$5 HIIHFWLYHO\ SXWV

1HZ =HDODQG LQ D SRVLWLRQ WR HDUQ JRRGZLOO ZKHQ WKLV FDSDELOLW\ KDV WR EH XVHG�

&RQYHUVHO\� VKRXOG 1HZ =HDODQG EH XQDEOH WR DWWHPSW D UHVFXH IDU RII�VKRUH EHFDXVH LW

GLG QRW KDYH WKH FDSDELOLW\ WKLV ZRXOG UHIOHFW EDGO\ RQ XV DV VLJQDWRULHV WR UHOHYDQW

LQWHUQDWLRQDO FRQYHQWLRQV� 2XU UHSXWDWLRQ DV UHVSRQVLEOH LQWHUQDWLRQDO FLWL]HQV ZRXOG

QRW EH HQKDQFHG LI RWKHU FRXQWULHV KDG WR WDNH RYHU UHVSRQVLELOLWLHV IRU 6$5 LQ WKH DUHDV

WKDW KDYH EHHQ DOORFDWHG WR 1HZ =HDODQG� 1HZ =HDODQGHUV WKHPVHOYHV DOVR KDYH DQ

H[SHFWDWLRQ WKDW UHVFXH DWWHPSWV ZLOO EH PDGH ZKHUHYHU WKH\ JHW LQWR GLIILFXOW\�

��� $VVLVWDQFH WR WKH 1DGL 5HVFXH &RRUGLQDWLRQ &HQWUH

$V QRWHG DERYH� 5HVFXH &RRUGLQDWLRQ &HQWUHV PD\ FDOO IRU DVVLVWDQFH IURP

QHLJKERXULQJ UHJLRQV� 7KXV� ZKHUH D UHJLRQDO 5HVFXH &RRUGLQDWLRQ &HQWUH FRQVLGHUV

H[WHUQDO DVVLVWDQFH �LQFOXGLQJ 51=$) DVVLVWDQFH� WR EH QHFHVVDU\� WKDW &HQWUH ZRXOG

QRUPDOO\ FRQWDFW WKH QHDUHVW PDMRU 5HVFXH &RRUGLQDWLRQ &HQWHU ZKLFK LV OLNHO\ WR KDYH

DGGLWLRQDO UHVRXUFHV DW LWV GLVSRVDO� $ FDVH LQ SRLQW LV WKH 1DGL 5&& ZKLFK

FRRUGLQDWHV�FRQWUROV VHDUFKHV ZLWKLQ WKH 1DGL 655� 3XUVXDQW WR D 1=�)LML

,QWHUJRYHUQPHQWDO $JUHHPHQW RQ 6$5 ZKLFK FDPH LQWR IRUFH LQ ����� WKH 1DGL 5&& LV

DXWKRULVHG WR DSSURDFK WKH 51=$) GLUHFW IRU DVVLVWDQFH� 7KH DJUHHPHQW SURYLGHV�

x IRU WKH SURYLVLRQ RI VHDUFK DLUFUDIW DQG VWDII IRU VXFK 6$5 RSHUDWLRQV DV DUH

EH\RQG WKH VFRSH RI )LML¶V RZQ 6$5 UHVRXUFHV�

x WKDW WKH IXOOHVW SRVVLEOH XVH LV ILUVW WR EH PDGH RI )LML¶V RZQ 6$5 UHVRXUFHV

EHIRUH FDOOLQJ RQ 51=$) DVVLVWDQFH�

x WKDW WKH GHJUHH DQG LPPHGLDF\ RI 51=$) DVVLVWDQFH VKDOO GHSHQG RQ WKH

DYDLODELOLW\ DW DQ\ RQH WLPH RI DSSURSULDWH DLUFUDIW DQG FUHZV LQ OLJKW RI RWKHU

51=$) DFWLYLWLHV DQG FRPPLWPHQWV�

x WKDW DW WKH UHTXHVW RI WKH 6$5 &RRUGLQDWRU RI WKH 1DGL 5&& RQH RU PRUH

DLUFUDIW PD\ EH GHSOR\HG WR VHDUFK IRU PLVVLQJ DLUFUDIW LQ WKH 1DGL 655

LQFOXGLQJ WKH )LML 'RPHVWLF 6$5 DUHD�

x WKDW DW WKH UHTXHVW RI WKH DSSURSULDWH DXWKRULWLHV LQ )LML� SURFHVVHG WKURXJK WKH

1DGL 5&&� RQH RU PRUH DLUFUDIW PD\ EH GHSOR\HG WR VHDUFK IRU D YHVVHO ZLWKLQ

WKH )LML 'RPHVWLF 6$5�

x WKDW DW WKH UHTXHVW �SURFHVVHG WKURXJK WKH 1DGL 5&&� RI *RYHUQPHQWV DQG WKHLU

DJHQWV� RU UHVSRQVLEOH DXWKRULWLHV DFWLQJ RQ WKHLU EHKDOI� RU IURP WKH 0DVWHU RI D

YHVVHO RU D VKLS¶V DJHQW� RQH RU PRUH DLUFUDIW PD\ EH GHSOR\HG WR VHDUFK IRU D
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YHVVHO ZLWKLQ WKH 1DGL 655 EXW RXWVLGH WKH )LML 'RPHVWLF 6$5 DUHD� �,I D

UHTXHVW LV VHQW GLUHFW WR WKH 51=$) WKH 51=$) LV WR LQIRUP WKH 1DGL 5&& RI

WKH DFWLRQ SURSRVHG WR EH WDNHQ LQ WKH 1DGL 655��

x WKDW E\ DUUDQJHPHQW EHWZHHQ WKH )LML DQG 1= *RYHUQPHQWV� WKH 51=$) PD\

SURYLGH VSHFLDO 6$5 DLUFUDIW DW WKH WLPH RI IOLJKWV LQ WKH 1DGL 655 E\ +HDGV RI

6WDWH RU VXFK RWKHU GLJQLWDULHV DV PD\ EH PXWXDOO\ DJUHHG XSRQ� ,Q WKH ODVW �

\HDUV� LQ UHVSRQVH WR UHTXHVWV IURP WKH 1DGL 5&&� WKH 51=$) KDV XQGHUWDNHQ

DERXW �� 6$5 PLVVLRQV LQ WKH 1DGL 6HDUFK DQG 5HVFXH 5HJLRQ�

7KH $JUHHPHQW DOVR SURYLGHV IRU 51=$) DVVLVWDQFH WR VHDUFKHV ZLWKLQ WKH )LML GRPHVWLF

6$5 DUHD ZLWK WKH VDPH TXDOLILFDWLRQV DQG OLPLWDWLRQV DV IRU WKRVH LQ WKH 1DGL 6$5

UHJLRQ�

7KH $JUHHPHQW LPSRVHV D OHJDO FRPPLWPHQW RQ WKH 1HZ =HDODQG *RYHUQPHQW DQG

IXUWKHU� D OHJDO FRPPLWPHQW WKDW VXFK VHUYLFHV ZLOO FRQWLQXH WR EH SURYLGHG E\

51=$)� :HUH WKLV DVVLVWDQFH QRW WR EH DYDLODEOH LQ WKH IXWXUH� DVVLVWDQFH ZRXOG

KDYH WR EH VRXJKW IURP $XVWUDOLD DQG RU )UDQFH¶V 6RXWK 3DFLILF WHUULWRULHV�

7KH )UHQFK DQG WKH $XVWUDOLDQV GR KDYH D FDSDELOLW\ WR FRYHU WKH 1DGL 6$5 DUHD EXW

ZLWK VRPH OLPLWDWLRQV� 7KH )UHQFK *DUGLDQ� ZKLFK LV RSHUDWHG E\ WKH )UHQFK $UPHG

)RUFHV LQ 1HZ &DOHGRQLD DQG KDV DURXQG KDOI WKH UDQJH DQG OHVV HQGXUDQFH WKDQ 1HZ

=HDODQG¶V 3� 2ULRQV� KDV WKH FDSDFLW\ WR HIIHFW 6$5 RXWVLGH WKH 1RXPHD 6XE�6HDUFK

DQG 5HVFXH 5HJLRQ� LQFOXGLQJ LQ WKH 1DGL 655 RI ZKLFK WKH VXEUHJLRQ LV D SDUW� 7KH

*DUGLDQ KDV VHYHUH OLPLWDWLRQV LQ H[WUHPH ZHDWKHU FRQGLWLRQV� 7KHUH LV DOVR D FLYLOLDQ

RUJDQLVDWLRQ� 0DULWLPH $IIDLUV� ZLWK D OLPLWHG 6$5 FDSDFLW\� 7KH $XVWUDOLDQ 3� 2ULRQV

ZRXOG WDNH VRPH �� KRXUV WR UHDFK D VHDUFK DUHD �FRPSDUHG WR ILYH KRXUV IRU 1HZ

=HDODQG� GXH WR WKH GLVWDQFH IURP $GHODLGH WR 1DGL� 2IWHQ WLPH FDQ EH FULWLFDO LQ 6$5

RSHUDWLRQV�

1HZ =HDODQG 6HDUFK DQG 5HVFXH PLVVLRQV KDYH EHHQ LPSRUWDQW WR RWKHU 3DFLILF

FRXQWULHV DV ZHOO� 7KLV LV SDUW RI 1HZ =HDODQG¶V EURDGHU VXSSRUW WR 3DFLILF ,VODQG

*RYHUQPHQWV �VHH VHFWLRQ � EHORZ�� ,Q 0LFURQHVLD IRU H[DPSOH� WKH SDWUROV DUH KLJKO\

YDOXHG� (DUOLHU WKLV \HDU� DQ 2ULRQ IOLJKW ORFDWHG WKUHH PLVVLQJ 0DUVKDOOHVH ILVKHUPHQ

DQG JXLGHG D UHVFXH YHVVHO WR WKHLU ORFDWLRQ�

��� $QWDUFWLF 6HDUFK DQG 5HVFXH

$V QRWHG HDUOLHU WKH ,QWHUQDWLRQDO &RQYHQWLRQ RQ &LYLO $YLDWLRQ DOORFDWHV 1HZ =HDODQG

UHVSRQVLELOLW\ IRU FRQGXFWLQJ DHURQDXWLFDO DQG PDULWLPH VHDUFK DQG UHVFXH LQ DQ DUHD

VWUHWFKLQJ IURP DOPRVW WKH HTXDWRU WR WKH 6RXWK 3ROH� 8QGHU D 86�1= DUUDQJHPHQW�

0F0XUGR $LU 7UDIILF &RQWURO SURYLGHV DLU WUDIILF FRQWURO LQ WKH $QWDUFWLF DUHD� EXW

DVVLVWDQFH ZRXOG EH UHTXLUHG IURP 1= LQ WKH HYHQW RI D 6$5 DFWLYLW\ QHHGLQJ WR EH

PRXQWHG� )RU WKLV UROH� ORQJ UDQJH DQG HQGXUDQFH LQ VHDUFK DLUFUDIW DUH SUHUHTXLVLWHV�

)URP WKH EHJLQQLQJ RI )HEUXDU\ HDFK \HDU DOO 8QLWHG 6WDWHV WUDQVSRUWDWLRQ DLUFUDIW KDYH

OHIW WKH 5RVV 6HD UHJLRQ DQG QR UHJXODU IOLJKWV ODQG LQ $QWDUFWLFD XQWLO 6HSWHPEHU�
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7KHUHDIWHU WKH FDSDELOLW\ RI PRELOLVDWLRQ IRU VHDUFK DQG UHVFXH RSHUDWLRQV UHODWLQJ WR

YHVVHOV �LQFOXGLQJ WRXULVW YHVVHOV� LQ WKH 5RVV 6HD DUHD UHVWV HQWLUHO\ RQ WKH FRPELQHG

HIIRUW RI 1HZ =HDODQG¶V DHULDO VXUYHLOODQFH WRJHWKHU ZLWK VXUIDFH UHVFXH� )LVKLQJ DQG

WRXULVW YHVVHOV DUH DFWLYH XQWLO PLG�0DUFK� $V ILVKLQJ DQG WRXULVP WR $QWDUFWLFD

LQFUHDVH� 1HZ =HDODQG¶V DHULDO VXUYHLOODQFH FDSDELOLW\ LV D SULQFLSDO LQLWLDO UHVSRQVH WR

SRVVLEOH ULVNV RI ORVV RI OLIH� :LWKRXW D ORQJ UDQJH UREXVW PDULWLPH VXUYHLOODQFH

FDSDELOLW\� 1HZ =HDODQG FRXOG QRW PHHW WKH LQWHUQDWLRQDO REOLJDWLRQV ZH KDYH

XQGHUWDNHQ LQ UHVSHFW RI 6$5 LQ WKH VRXWKHUQPRVW H[WHQVLRQ RI RXU 6$5 UHJLRQ RI

UHVSRQVLEOLW\�

��� &RRSHUDWLRQ ZLWK $XVWUDOLD

$Q $UUDQJHPHQW EHWZHHQ WKH *RYHUQPHQW RI $XVWUDOLD DQG WKH *RYHUQPHQW RI 1HZ

=HDODQG IRU WKH &RRUGLQDWLRQ RI 6HDUFK DQG 5HVFXH ZDV VLJQHG ZLWK $XVWUDOLD LQ ����

GHWDLOLQJ FORVH FRRSHUDWLRQ EHWZHHQ WKH WZR FRXQWULHV RQ 6$5� 7KLV LPSRVHV D

SROLWLFDO� UDWKHU WKDQ OHJDO UHTXLUHPHQW RQ 1HZ =HDODQG� 1HZ =HDODQG LV D PHPEHU RI

WKH $XVWUDOLDQ 6$5 &RQVXOWDWLYH &RXQFLO� ZH H[HUFLVH MRLQWO\ ZLWK WKH $XVWUDOLDQV� DQG

WKH $XVWUDOLDQV DVVLVW LQ WKH RSHUDWLRQ RI WKH 1HZ =HDODQG &263$6�6$56$7 /RFDO

8VHU 7HUPLQDOV�
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� 6287+(51 2&($1 $1' $17$5&7,&$

0DULWLPH SDWURO LV UHTXLUHG LQ WKH SXUVXLW RI RXU LQWHUHVWV LQ WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD

x WR FDUU\ RXW PRQLWRULQJ DQG HQVXUH FRPSOLDQFH� SXUVXDQW WR SURYLVLRQV RI &&$0/5�

'LVWDQFH� VHD VWDWHV DQG ZHDWKHU FRQGLWLRQV DUH LPSRUWDQW IDFWRUV�

x WR PRQLWRU LOOHJDO� XQUHJXODWHG DQG XQUHSRUWHG ILVKLQJ RI WRRWKILVK� JLYHQ WKDW 1HZ

=HDODQG SURYLGHV WKH VLQJOH GHWHUUHQW WR LOOHJDO H[SORLWDWLRQ RI WKH 5RVV 6HD�

��� 1HZ =HDODQG LQWHUHVWV

$QWDUFWLFD¶V XQLTXH VWDWXV DQG HQYLURQPHQW DUH UHIOHFWHG LQ WKH VSHFLILF OHJDO� SROLWLFDO

DQG SROLF\ LVVXHV DVVRFLDWHG ZLWK LW� 1HZ =HDODQG� D FODLPDQW VWDWH� KDV DQ LQYROYHPHQW

DQG LQWHUHVW LQ $QWDUFWLFD ZKLFK HQDEOHV LW WR SOD\ D UROH LQ UHOHYDQW LQWHUQDWLRQDO IRUD

ZKLFK IDU H[FHHGV LWV VL]H DQG VWDWXV� ,WV DELOLW\ WR VKDSH SROLF\ DQG DWWLWXGHV WRZDUGV

$QWDUFWLFD FRQWULEXWHV WR EURDGHU IRUHLJQ SROLF\ JRDOV DQG SROLF\ REMHFWLYHV� HVSHFLDOO\

ZLWK UHJDUG WR�

x UHVRXUFH SURWHFWLRQ�

x FRQVHUYDWLRQ DQG WKH HQYLURQPHQW� DQG

x WKH VHFXULW\ DQG GHIHQFH RI 1HZ =HDODQG DQG LWV HQYLURQV�

1HZ =HDODQG KDV D QXPEHU RI VWUDWHJLF REMHFWLYHV LQ $QWDUFWLFD� ,W EHOLHYHV WKDW DFWLYH

DQG UHVSRQVLEOH VWHZDUGVKLS ZLOO SURPRWH 1HZ =HDODQG LQWHUHVWV E\�

x PDLQWDLQLQJ 1HZ =HDODQG¶V ORQJ�WHUP LQWHUHVW LQ DQG FRPPLWPHQW WR WKH 5RVV

'HSHQGHQF\� ZKHUH ZH KDYH D WHUULWRULDO FODLP�

x NHHSLQJ $QWDUFWLFD DV D QHXWUDO DQG QRQ�DOLJQHG QHLJKERXU�

x HQKDQFLQJ 1HZ =HDODQG¶V HFRQRPLF RSSRUWXQLWLHV ZLWKLQ WKH SDUDPHWHUV RI WKH

$QWDUFWLF 7UHDW\ 6\VWHP�

x HQKDQFLQJ 1HZ =HDODQG¶V OHDGHUVKLS LQ WKH JRYHUQDQFH RI $QWDUFWLFD� DQG

x SURPRWLQJ $QWDUFWLFD DV D QDWXUDO UHVHUYH GHYRWHG WR SHDFH DQG VFLHQFH�

��� ,QWHUQDWLRQDO OHJDO IUDPHZRUN� $QWDUFWLF 7UHDW\ 6\VWHP
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6HYHQ VWDWHV� LQFOXGLQJ 1HZ =HDODQG� KDYH FODLPV LQ $QWDUFWLFD DQG ZH DUH RQH RI WKH

�� SDUWLHV WR WKH $QWDUFWLF 7UHDW\ ����� ZKLFK FRQWDLQV DQ DFFRPPRGDWLRQ RQ

VRYHUHLJQW\ DQG GHFODUHG WKDW $QWDUFWLFD ZRXOG EH XVHG IRU SHDFHIXO SXUSRVHV RQO\�

7KH 1HZ =HDODQG *RYHUQPHQW FRQVLGHUV WKDW� FRQVWLWXWLRQDOO\� WKH 5RVV 'HSHQGHQF\ LV

SDUW RI WKH ³5HDOP RI 1HZ =HDODQG´� EXW� DORQJ ZLWK RWKHU FODLPDQWV WR SDUWV RI

$QWDUFWLFD� KDV DJUHHG WR KROG LWV FODLPV WR WKH 5RVV 'HSHQGHQF\ LQ DEH\DQFH� 7KH

$QWDUFWLF 7UHDW\ LV FRPSOHPHQWHG E\ D QXPEHU RI DGGLWLRQDO FRQYHQWLRQV� LQFOXGLQJ WKH

6HDOLQJ &RQYHQWLRQ ����� WKH &RQYHQWLRQ RQ WKH &RQVHUYDWLRQ RI $QWDUFWLF 0DULQH

/LYLQJ 5HVRXUFHV �&&$0/5� ���� DQG WKH (QYLURQPHQWDO 3URWRFRO WR WKH $QWDUFWLF

7UHDW\� 7RJHWKHU WKH\ IRUP WKH $QWDUFWLF 7UHDW\ 6\VWHP �$76��

1HZ =HDODQG GHPRQVWUDWHV LWV VRYHUHLJQW\ LQ $QWDUFWLFD� LQWHU DOLD LQ WKH IROORZLQJ

ZD\V�

x WKURXJK WKH DSSOLFDWLRQ RI 1HZ =HDODQG ODZ WR WKH 5RVV 'HSHQGHQF\�

x E\ PDLQWDLQLQJ SHUPDQHQW VFLHQWLILF IDFLOLWLHV DQG SHUVRQQHO WR FRQGXFW UHVHDUFK�

x E\ WDNLQJ DQ DFWLYH UROH LQ WKH FRQVHUYDWLRQ DQG SURWHFWLRQ RI WKH $QWDUFWLF

HQYLURQPHQW � 1HZ =HDODQG OHJLVODWLRQ UHTXLUHV WKDW DOO DFWLYLWLHV LQ WKH 5RVV

'HSHQGHQF\ KDYH SULRU 0LQLVWHULDO DSSURYDO� 1HZ =HDODQG LV FXUUHQWO\ WDNLQJ D

OHDGLQJ UROH LQ LQWHUQDWLRQDO QHJRWLDWLRQV RQ OLDELOLW\ DQG SURWHFWHG DUHDV�

x WKURXJK WKH XVH RI QDWLRQDO UHVRXUFHV� VXFK DV PLOLWDU\ DLUFUDIW RU VKLSV� IRU

ORJLVWLF VXSSRUW RI WKH VFLHQWLILF HIIRUW� DQG

x WKURXJK WKH SURWHFWLRQ DQG XWLOLVDWLRQ RI PDULQH OLYLQJ UHVRXUFHV RI WKH 5RVV 6HD

�ZKHUH IRU H[DPSOH VLQFH WKH ����V 1HZ =HDODQG LVVXHG ZKDOLQJ OLFHQFHV IRU

WKH DUHD WR 1HZ =HDODQG QDWLRQDOV DQG YHVVHOV��

&&$0/5� WR ZKLFK 1HZ =HDODQG LV D SDUW\� LV UHVSRQVLEOH IRU WKH FRQVHUYDWLRQ DQG

PDQDJHPHQW RI WKH PDULQH UHVRXUFHV LQ &&$0/5 ZDWHUV� LQFOXGLQJ WKH ZDWHUV RII WKH

5RVV 'HSHQGHQF\� &&$0/5 SURWHFWV 1HZ =HDODQG¶V ULJKWV DV D FODLPDQW� DQG DOVR WKH

ULJKWV RI QRQ�FODLPDQWV� $OWKRXJK $XVWUDOLD KDV HVWDEOLVKHG DQ ((= DURXQG LWV

$QWDUFWLF WHUULWRU\� ZKLFK LV DSSOLHG LQ UHVSHFW RI $XVWUDOLDQ QDWLRQDOV� 1HZ =HDODQG KDV

QRW WDNHQ WKLV VWHS� 7KH 7HUULWRULDO 6HD DQG ([FOXVLYH (FRQRPLF =RQH $FW FRQWDLQV D

VSHFLILF SURYLVLRQ IRU WKH SURPXOJDWLRQ RI WKLV ((= VKRXOG ZH DW VRPH IXWXUH VWDJH

GHFLGH WR SURFHHG� 6XFK DQ ((= ZRXOG FRYHU VRPH ��� PLOOLRQ VT NP�

$QWDUFWLFD¶V VWUDWHJLF VLJQLILFDQFH LV SULPDULO\ HQYLURQPHQWDO DQG HFRQRPLF� $OWKRXJK

WKHUH DUH VLJQLILFDQW RLO UHVHUYHV EHORZ �� GHJUHHV 6RXWK� LQFOXGLQJ LQ WKH 5RVV 6HD� WKH

GLIILFXOWLHV RI H[WUDFWLQJ LW ZRXOG EH VHYHUH� DQG WKH 3URWRFRO RQ (QYLURQPHQW

3URWHFWLRQ WR WKH $QWDUFWLF 7UHDW\ QRZ SURKLELWV DOO PLQLQJ RQ WKH $QWDUFWLF FRQWLQHQW�

:LWK WKH H[FHSWLRQ RI ILVKHULHV� $QWDUFWLF UHVRXUFHV FXUUHQWO\ WKHUHIRUH UHPDLQ PRUH

SRWHQWLDO WKDQ DFWXDO� +RZHYHU� VKRXOG YDOXDEOH UHVRXUFHV EH GLVFRYHUHG DQG WKH

WHFKQRORJ\ WR H[SORLW WKHP EH GHYHORSHG WKHUH FRXOG EH SUHVVXUH RQ WKH $76 WR UHQHZ

WKH SUHVHQW PLQLQJ EDQ ZKHQ WKDW EHFRPHV SRVVLEOH LQ �����
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7KH FXUUHQW VLWXDWLRQ UHJDUGLQJ PLQLQJ RQ $QWDUFWLFD¶V FRQWLQHQWDO VKHOI LV OHVV FOHDU�

6RPH 7UHDW\ 3DUWLHV �HJ 86 DQG RWKHU QRQ�FODLPDQWV� WDNH WKH OHJDO YLHZ WKDW WKLV LV QRW

VXEMHFW WR WKH PLQLQJ EDQ DQG SRWHQWLDOO\ IRUPV SDUW RI WKH &RPPRQ +HULWDJH RI

0DQNLQG� ,Q WKH HYHQW WKDW WKH 1HZ =HDODQG ODZ DJDLQVW PLQLQJ LQ $QWDUFWLFD ZHUH

HLWKHU GLVUHJDUGHG RU DFWLYLW\ ZHUH FRQGXFWHG E\ RWKHUV QRW VXEMHFW WR WKDW ODZ� D

PRQLWRULQJ FDSDELOLW\ ZRXOG EH LPSRUWDQW�

$ FDSDELOLW\ IRU VXUYHLOODQFH DQG SURWHFWLRQ LV HVVHQWLDO WR VXSSRUW 1HZ =HDODQG¶V

SROLF\ REMHFWLYHV LQ WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD IRU WKH UHDVRQV VHW RXW

EHORZ� 7KLV ZRXOG EHFRPH LQFUHDVLQJO\ VR LQ WKH HYHQW WKDW 1HZ =HDODQG GHFLGHG

WR DVVHUW LWV ODWHQW $QWDUFWLF FODLPV WR DQ ((= RII WKH 5RVV 'HSHQGHQF\ RU LWV

LQKHUHQW ULJKWV WR WKH UHVRXUFHV RI WKH FRQWLQHQWDO VKHOI� 1HZ =HDODQG FRQWLQXHV

WR KDYH D SROLWLFDO DQG VHFXULW\ LQWHUHVW LQ PRQLWRULQJ WKH GHPLOLWDULVHG DQG QRQ�

QXFOHDU VWDWXV RI WKH $QWDUFWLF FRQWLQHQW� RQH RI RXU QHDUHVW QHLJKERXUV�

$W SUHVHQW� WKH $76 LV UREXVW DQG HIIHFWLYH� %XW DV $QWDUFWLFD EHFRPHV PRUH

DFFHVVLEOH� WKHUH LV LQFUHDVHG SUHVVXUH RQ WKH $QWDUFWLF HFRV\VWHP� SDUWLFXODUO\ UHVXOWLQJ

IURP WRXULVP DQG ILVKLQJ� 7KH WUHDW\ SURFHVVHV SURYLGH D IUDPHZRUN IRU UHJXODWLQJ DQG

PDQDJLQJ WKRVH SUHVVXUHV� EXW LPSOHPHQWLQJ WKH DUUDQJHPHQWV UHTXLUHV VXLWDEOH

PRQLWRULQJ DQG HQIRUFHPHQW UHVRXUFHV RSHUDWHG LQ D QDWLRQDO EDVH LQ DQ H[WHQVLYH DQG

FOLPDWLFDOO\ KRVWLOH HQYLURQPHQW�

��� )LVKHULHV PDQDJHPHQW DQG FRQVHUYDWLRQ XQGHU &&$0/5

7KHUH DUH WZR PDULQH VSHFLHV LQ SDUWLFXODU LQ $QWDUFWLF ZDWHUV WKDW DUH IRXQG DQG

H[SORLWHG LQ FRPPHUFLDO TXDQWLWLHV�

x NULOO � ZKLFK LV D UHVRXUFH HVWLPDWHG WR EH DURXQG VHYHUDO KXQGUHG PLOOLRQ WRQQHV�

DQG

x WRRWKILVK � WKH VL]H RI WKLV UHVRXUFH LV XQFOHDU�

)LVKLQJ LQ $QWDUFWLF ZDWHUV LV UHJXODWHG E\ &&$0/5� D PDMRU SODQN RI WKH $QWDUFWLF

7UHDW\ 6\VWHP� &&$0/5 ZDV HVWDEOLVKHG LQ ���� LQ UHVSRQVH WR ZLGHVSUHDG FRQFHUQV

DERXW WKH SRWHQWLDO YXOQHUDELOLW\ RI WKH 6RXWKHUQ 2FHDQ WR 5XVVLDQ ILVKLQJ IRU NULOO DQG

LWV SRWHQWLDO HIIHFW RQ WKH $QWDUFWLF HFRV\VWHP�

&&$0/5 DLPV ERWK WR FRQVHUYH $QWDUFWLF PDULQH OLYLQJ UHVRXUFHV DQG WR SHUPLW WKHLU

UDWLRQDO XVH� ,W DSSOLHV WR DOO PDULQH OLYLQJ UHVRXUFHV VRXWK RI WKH $QWDUFWLF

&RQYHUJHQFH � WKH RXWHU OLPLW RI WKH $QWDUFWLF HFRV\VWHP � ZKLFK PDNHV LW VOLJKWO\ ODUJHU

WKDQ WKH DUHD FRYHUHG E\ WKH $QWDUFWLF 7UHDW\� ,W DOVR HQFRPSDVVHV WKH ZDWHUV DURXQG

VHYHUDO LVODQGV RYHU ZKLFK WKH H[LVWHQFH RI VRYHUHLJQW\ LV QRW GLVSXWHG �HJ .HUJXHOHQ�

+HUG DQG 0F'RQDOG DQG 6RXWK *HRUJLD�� ,W HVWDEOLVKHG D &RPPLVVLRQ� EDVHG LQ

+REDUW� DQG DQ DGYLVRU\ 6FLHQWLILF &RPPLWWHH� 7KH UROH RI WKH &RPPLVVLRQ LV WR

DGPLQLVWHU WKH &RQYHQWLRQ� LQFOXGLQJ VHWWLQJ OHYHOV RI WRWDO DOORZDEOH FDWFKHV�

8QGHU &&$0/5 HDFK SDUW\ LV REOLJHG WR ³WDNH DSSURSULDWH PHDVXUHV ZLWKLQ LWV

FRPSHWHQFH WR HQVXUH FRPSOLDQFH ZLWK WKH SURYLVLRQV RI WKLV &RQYHQWLRQ´ �$UWLFOH ;;,�
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DQG WR ³H[HUW DSSURSULDWH HIIRUWV� FRQVLVWHQW ZLWK WKH &KDUWHU RI WKH 8QLWHG 1DWLRQV� WR

WKH HQG WKDW QR RQH HQJDJHV LQ DQ\ DFWLYLW\ FRQWUDU\ WR WKH REMHFWLYH RI WKLV &RQYHQWLRQ´

�$UWLFOH ;;,,��

&&$0/5 KDV D OLPLWHG FRPSOLDQFH FRQWURO V\VWHP� FRQVLVWLQJ RI UHSRUWLQJ SURFHGXUHV�

DQG QDWLRQDOO\ GHVLJQDWHG LQVSHFWRUV� ,W KDV QR VHSDUDWH HQIRUFHPHQW PHFKDQLVP� 7KLV

LV WKH UHVSRQVLELOLW\ RI 6WDWHV ZKLFK OLFHQFH ILVKLQJ YHVVHOV DQG GHVLJQDWH LQVSHFWRUV�

6WDWHV WKHQ UHSRUW WR &RPPLVVLRQ PHHWLQJV DERXW WKHLU DFWLYLWLHV� &&$0/5 GRHV QRW

DSSO\ WR 6WDWHV �RU WKHLU YHVVHOV� ZKLFK DUH QRW SDUW\ WR WKH &RQYHQWLRQ� 7KH QDWLRQDOV

DQG FRPSDQLHV RI VRPH PHPEHU VWDWHV WKHUHIRUH XVH YHVVHOV IODJJHG ZLWK QRQ�

&RQYHQWLRQ VWDWHV LQ RUGHU WR HVFDSH WKH DSSOLFDWLRQ RI &&$0/5 PHDVXUHV�

3XUVXDQW WR WKHVH &&$0/5 SURYLVLRQV 1HZ =HDODQG XQGHUWDNHV PRQLWRULQJ DQG

FRPSOLDQFH DFWLYLWLHV LQ WKH 5RVV 6HD� DQG RXU QDWLRQDO OHJLVODWLRQ SURKLELWLQJ ILVKLQJ

ZLWKRXW D SHUPLW DSSOLHV WR 1HZ =HDODQG QDWLRQDOV ZKHUHYHU WKH\ PD\ VHHN WR ILVK LQ WKH

6RXWKHUQ 2FHDQ� 2WKHU &&$0/5 3DUWLHV KRZHYHU FOHDUO\ GR QRW DOZD\V GHPRQVWUDWH

VXFK D SROLWLFDO ZLOO WR HQVXUH FRPSOLDQFH� ,88 YHVVHOV URXWLQHO\ UXQ IRU D SRUW ZKHUH

OHJDO REOLJDWLRQV GR QRW UHDFK� �,Q WKH FDVH RI WKH ZDWHUV RI WKH 5RVV 'HSHQGHQF\ WKLV

ZRXOG OLNHO\ EH HLWKHU 6RXWK $PHULFDQ RU ,QGRQHVLDQ SRUWV� RU 0DXULWLXV��

0LOLWDU\ DQG RWKHU VXUYHLOODQFH LV FRQGXFWHG RQO\ E\ 6RXWK $IULFD� )UDQFH� 8.�

1= DQG $XVWUDOLD� EXW QRW DOO SDUWLHV KDYH WKH ORQJ GLVWDQFH FDSDELOLW\ ZKLFK LV

UHTXLUHG IRU HIIHFWLYH VXUYHLOODQFH LQ WKH 6RXWKHUQ 2FHDQ� 3UDFWLFDO VXSSRUW IRU

WKH LQWHQWLRQ RI &&$0/5 WKXV UHTXLUHV D FOHDU DQG YLVLEOH HIIRUW RQ WKH SDUW RI

1HZ =HDODQG WR GHPRQVWUDWH RXU GHWHUPLQDWLRQ WR GHDO ZLWK LOOHJDO WRRWKILVKLQJ�

$ SULPDU\ WRRO IRU PRQLWRULQJ DQG GHWHUUHQFH LV DHULDO VXUYHLOODQFH�

��� ,OOHJDO ILVKLQJ LQ WKH 6RXWKHUQ 2FHDQ

,OOHJDO�XQUHJXODWHG ILVKLQJ LQ WKH 6RXWKHUQ 2FHDQ GLYLGHV LQWR WKUHH FDWHJRULHV�

x ,OOHJDO ILVKLQJ E\ 1HZ =HDODQG IODJJHG YHVVHOV RU QDWLRQDOV� RYHU ZKLFK 1HZ

=HDODQG KDV MXULVGLFWLRQ�

x IRUHLJQ ILVKLQJ �LH YHVVHOV IODJJHG LQ &&$0/5 6WDWHV� LQ EUHDFK RI &&$0/5�

ZKHUH ZH KDYH SRZHU WR ERDUG DQG LQVSHFW� DQG WKHQ UHSRUW EDFN WR &&$0/5�

x ILVKLQJ E\ DQ\ RWKHU YHVVHOV ZKLFK LV XQUHJXODWHG EXW QRW LOOHJDO �LH IODJJHG E\

QRQ�&&$0/5 3DUWLHV��

5HFHQW \HDUV KDYH VHHQ ZLGHVSUHDG SXEOLF FRQFHUQ DERXW WKH YXOQHUDELOLW\ RI 3DWDJRQLDQ

WRRWKILVK� D QHZO\ GLVFRYHUHG DQG YHU\ YDOXDEOH $QWDUFWLF ILVK VSHFLHV� 7KH WRWDO

DOORZDEOH FDWFK RI WRRWKILVK WKDW KDV EHHQ VHW XQGHU &&$0/5 E\ SDUWLHV WR WKH

&RQYHQWLRQ LV RYHU ������ WRQQHV� ZLWK WKH ODUJHVW UHSRUWHG ,88 FDWFK HVWLPDWHG WR EH

LQ H[FHVV RI ������ WRQQHV� 7KH 5RVV 'HSHQGHQF\ ZDWHUV FRQWDLQ VLJQLILFDQW VWRFNV RI

WKH UHODWHG $QWDUFWLF 7RRWKILVK VSHFLHV�

7KH PDUNHWV IRU WRRWKILVK LQ WKH 86 DQG -DSDQ VKRZ DQ XQVDWLVILHG GHPDQG� +RZHYHU
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OLWWOH LV NQRZQ RI WKH VSHFLHV¶ UHVLOLHQFH WR H[SORLWDWLRQ RU WKH OHYHO RI LWV VXVWDLQDEOH

KDUYHVW�

7KHUH LV FXUUHQWO\ D ³JROG UXVK´ RFFXUULQJ IRU WRRWKILVK LQ $QWDUFWLF ZDWHUV� %RWK

XQUHJXODWHG DQG LOOHJDO ILVKLQJ FRQWLQXHV LQ DUHDV ZKHUH WKHUH DUH VWLOO FRPPHUFLDOO\

YLDEOH VWRFNV� 3UHVVXUHV WR PRYH LQWR WKH ZDWHUV VRXWK RI 1HZ =HDODQG DUH LQFUHDVLQJ

DV RWKHU DOWHUQDWLYHV DUH ILVKHG RXW�

6WRFNV DURXQG 6RXWK $IULFDQ DQG )UHQFK VXE�$QWDUFWLF LVODQGV KDYH EHHQ KHDYLO\

GHSOHWHG E\ ,88 YHVVHOV� 3RDFKHUV KDYH PRYHG RQ WR \HW PRUH LQDFFHVVLEOH DUHDV�

$Q LQFUHDVHG H[SHFWDWLRQ RI DFFHVV WR ILVKLQJ JURXQGV LQ 1HZ =HDODQG¶V

LPPHGLDWH HQYLURQPHQW� FRPELQHG ZLWK LQFUHDVHG SUHVVXUHV RQ H[LVWLQJ VWRFNV�

ZLOO KDYH DQ DGYHUVH LPSDFW RQ WKH UHVRXUFH DYDLODEOH WR WKH 1HZ =HDODQG ILVKLQJ

LQGXVWU\� 8QUHJXODWHG RU LOOHJDO ILVKLQJ LV OLNHO\ WR LQFUHDVH LQ DUHDV RI FRQFHUQ WR

1HZ =HDODQG� (YDVLRQ PHWKRGV DUH OLNHO\ WR EHFRPH PRUH GHOLEHUDWH DQG UHILQHG

DV WKHVH SUHVVXUHV JURZ� ,Q WKH PHDQWLPH WKH SUHVVXUH RQ WKH &&$0/5

DUUDQJHPHQWV� WR ZKLFK ZH DUH D SDUW\� DQG XQGHU ZKLFK ZH KDYH UHVSRQVLELOLWLHV�

LV LQFUHDVLQJ�

7KH 1HZ =HDODQG ILVKLQJ LQGXVWU\ LV GHYHORSLQJ LWV H[SORUDWRU\ ILVKLQJ IRU WRRWKILVK DQG

*RYHUQPHQW SROLF\ LV WR FRQWLQXH ORZ�OHYHO ILVKLQJ� &RQVLGHUDEOH SXEOLF RSLQLRQ KDV

EHHQ H[SUHVVHG LQ IDYRXU RI D PRUDWRULXP RQ DOO ILVKLQJ IRU WRRWKILVK� 0LQLVWHUV KDYH

VSHFLILFDOO\ FRPPLWWHG WR UHDVVHVVLQJ WKLV RSWLRQ QH[W \HDU� $Q\ VXFK PRUDWRULXP

ZRXOG UHTXLUH HQKDQFHG VXUYHLOODQFH�

$W WKH PRVW UHFHQW &&$0/5 &RPPLVVLRQ PHHWLQJ LQ 2FWREHU ���� WKH &RPPLVVLRQ

QRWHG WKDW VHYHUDO PHPEHUV ZHUH QRZ FRQGXFWLQJ ILVKLQJ SDWUROV ZLWKLQ WKH &&$0/5

DUHD DQG HQGRUVHG WKH LGHD WKDW PHPEHUV GHYHORS IXUWKHU FRRSHUDWLYH VXUYHLOODQFH

DUUDQJHPHQWV WR DVVLVW LQ WDNLQJ HIIHFWLYH DFWLRQ DJDLQVW DFWLYLWLHV XQGHUPLQLQJ WKH

&RQYHQWLRQ�

��� &XUUHQW 1HZ =HDODQG VXUYHLOODQFH DQG HQIRUFHPHQW DFWLYLW\ LQ $QWDUFWLFD

0DULWLPH VXUYHLOODQFH LQ WKH 6RXWKHUQ 2FHDQ FDQ EH FRQGXFWHG IURP WKH DLU RU E\ VHD�

6HD VXUIDFH VXUYHLOODQFH LQ WKH 6RXWKHUQ 2FHDQ KDV D QXPEHU RI OLPLWDWLRQV �WLPH DQG

GLVWDQFH DQG ORZ VSHHG�� 1RWZLWKVWDQGLQJ GLVWDQFH� DLU VXUYHLOODQFH KDV D QXPEHU RI

FRPSDUDWLYH DGYDQWDJHV HJ VSHHG DQG DUHD RI FRYHUDJH � HYHQ LI WKH HQGXUDQFH RI HDFK

PLVVLRQ LV QRW DV JUHDW DV WKDW RI D VKLS� $ ORQJ GLVWDQFH PDULWLPH VXUYHLOODQFH DLUFUDIW

FDQ PDNH D VLJQLILFDQW QXPEHU RI IOLJKWV RYHU D JLYHQ WLPH SHULRG WR GLIIHUHQW SDUWV RI

WKH 6RXWKHUQ 2FHDQ� :KLOH D VKLS FRXOG YLVLW PDQ\ RI WKRVH VDPH SDUWV� LW ZRXOG WDNH

PXFK ORQJHU WR JHW WKHUH DQG WR FRYHU DQ DUHD� ,WV UHDFK ZRXOG RI FRXUVH EH H[WHQGHG E\

KHOLFRSWHU XVH� 7KH PRVW HIIHFWLYH PHDQV RI DFKLHYLQJ WKH REMHFWLYH LV D FRPELQDWLRQ RI

DLU DQG VHD VXUYHLOODQFH�

$V IDU DV DHULDO VXUYHLOODQFH LV FRQFHUQHG� WKH UHTXLUHPHQW LV IRU DQ DLUFUDIW WKDW

FDQ RSHUDWH DV IDU 6RXWK DV WKH 5RVV 6HD DQG FROOHFW LQWHOOLJHQFH RQ ,88 YHVVHOV
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ZRUNLQJ LQ WKH DUHD RU PDNLQJ UXQV WR VDIH KDYHQV� 7KH PDLQ UHTXLUHPHQWV IRU

VDIH RSHUDWLRQ RI DHULDO VXUYHLOODQFH LQ WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD

LQFOXGH� VSHHG� HQGXUDQFH� UDQJH� DQG DSSURSULDWH VHQVRUV DQG FRPPDQG DQG

FRQWURO V\VWHPV� 7KH $QWDUFWLF DUHD LV XQLTXH IRU LWV GLVWDQFH IURP DLUFUDIW

RSHUDWLQJ EDVHV� LWV RIWHQ H[WUHPH ZHDWKHU FRQGLWLRQV� DQG WKH QDWXUH RI LWV

DLUVWULSV� �)RU LQVWDQFH� LQ WKH 5RVV 'HSHQGHQF\ DUHD� 0F0XUGR )LHOG FDQ

DFFRPPRGDWH ZKHHOHG DLUFUDIW DW WZR WLPHV LQ HDFK VXPPHU VHDVRQ� 2XWVLGH WKDW

WLPH VNL�HTXLSSHG DLUFUDIW DUH UHTXLUHG� :LQWHU VHDVRQ IOLJKWV DUH QRW QRUPDOO\

SRVVLEOH�� $ IRXU�HQJLQHG DLUFUDIW LV UHTXLUHG WR PHHW QHFHVVDU\ VDIHW\ PDUJLQV�

$HULDO VXUYHLOODQFH LV FXUUHQWO\ SURYLGHG E\ WKH 51=$) 3� 2ULRQ� $QWDUFWLF RSHUDWLRQV

IRU WKH FXUUHQW 2ULRQ IOHHW PXVW EH FRQGXFWHG IURP 'XQHGLQ WR DOORZ IRU XVHIXO RQ�

VWDWLRQ SHULRGV� 7KHUH DUH FXUUHQWO\ OLPLWDWLRQV RQ WKH 2ULRQV¶ FDSDELOLW\� IRU H[DPSOH

WKH LQDELOLW\ RI WKH 3� WR FRPPXQLFDWH LQIRUPDWLRQ RQ ,88 DFWLYLW\ EDFN WR LWV

FRQWUROOLQJ DXWKRULW\ LQ D WLPHO\ IDVKLRQ EHFDXVH RI OLPLWDWLRQV ZLWK +) UDGLR� UHVXOWLQJ

LQ ORQJ GHOD\V LQ SURFHVVLQJ WKH LQIRUPDWLRQ WKH 3� KDV JDWKHUHG�

1HZ =HDODQG KDV DQG LV XVLQJ VXUIDFH VXUYHLOODQFH� +01=6 7H .DKD YLVLWHG WKH

6RXWKHUQ 2FHDQ LQ WKH ������� VXPPHU VHDVRQ DQG WKLV \HDU WKH 1,:$ YHVVHO

7DQJDURD ZLOO YLVLW� ,W KDV D OLPLWHG LFH FODVV� KRZHYHU DQG WKHUH DUH QRW LQFRQVLGHUDEOH

ULVNV DVVRFLDWHG ZLWK LWV SURSRVHG K\GURJUDSKLF YR\DJH DQG YLVLW WR D VPDOO DUHD RI WKH

5RVV 6HD� )RU PRUH HIIHFWLYH VXUIDFH ILVKHULHV VXUYHLOODQFH LQ WKH 6RXWKHUQ 2FHDQ� D

VXIILFLHQWO\ LFH VWUHQJWKHQHG YHVVHO ZRXOG EH UHTXLUHG� 7KH 8QLWHG 6WDWHV GHSOR\V VXFK

YHVVHOV DQG LW LV SRVVLEOH WKDW RQH FRXOG EH OHDVHG� H[SHQVLYHO\� IURP WKHUH�

:KLOH WKH LGHDO DLUFUDIW IRU VXUIDFH VXUYHLOODQFH ZRXOG EH D GHGLFDWHG LFH�VWUHQJWKHQHG

FDSDELOLW\� D IULJDWH FDSDELOLW\ LQ OLHX LV D FRVW HIIHFWLYH EDFN VWRS IRU LPPHGLDWH

VXUYHLOODQFH QHHGV� $ VHULRXV QDYDO SUHVHQFH DOVR KDV XQGRXEWHG GHWHUUHQFH YDOXH� %XW�

DV QRWHG EHIRUH� DQ\ VXUIDFH FDSDELOLW\ ZRXOG QHHG WR EH PDLQWDLQHG LQ FRQMXQFWLRQ ZLWK

DHULDO VXUYHLOODQFH EHFDXVH WKH VXUIDFH YHVVHO¶V VSHHG DQG UDGDU UDQJH LV YHU\ OLPLWHG LQ

FRPSDULVRQ ZLWK WKH KLJK VSHHG DQG KLJK UDGDU UDQJH RI WKH VXUYHLOODQFH DLUFUDIW�

7KH ������� VXPPHU VHDVRQ VDZ WKH ILUVW HYHU GHGLFDWHG 1HZ =HDODQG PDULWLPH SDWUROV

WR WKH 5RVV GHSHQGHQF\ ZDWHUV� GXEEHG 2SHUDWLRQ 0DZVRQL� 7KLV UHVXOWHG IURP

VHULRXV FRQFHUQV WKDW ,88 SRDFKHUV ZRXOG LQHYLWDEO\ VHHN WRRWKILVK IURP WKLV DUHD JLYHQ

LWV KLJK PDUNHW YDOXH� 7KH IULJDWH 7H .DKD ZDV GHSOR\HG WR WKH 6RXWKHUQ 2FHDQ DQG

VRPH �� 3� 2ULRQ VRUWLHV ZHUH IORZQ� $OWKRXJK QR LOOHJDO ILVKLQJ YHVVHOV ZHUH

GHWHFWHG� WKH RSHUDWLRQ GHPRQVWUDWHG WKDW 1HZ =HDODQG KDG WKH ZLOO DQG WKH FDSDFLW\ WR

FRQGXFW UHVRXUFH SURWHFWLRQ DFWLYLWLHV LQ WKH 6RXWKHUQ 2FHDQ� ,PSURYHG LQWHOOLJHQFH

DVVHVVPHQWV FDQ FRQWULEXWH WR EHWWHU XQGHUVWDQGLQJ RI DFWLYLWLHV LQ WKH DUHD DQG LPSURYH

WDUJHWLQJ RI VFDUFH VXUYHLOODQFH UHVRXUFHV� $VVHVVPHQWV DORQH KRZHYHU DUH QRW HQRXJK�

EHLQJ RQO\ SDUW RI D PXOWL�OD\HUHG DSSURDFK WR PDULWLPH SDWURO� 6XUYHLOODQFH UHVRXUFHV

DUH UHTXLUHG WR LQYHVWLJDWH DQG YDOLGDWH�

'HVSLWH WKH OLPLWDWLRQV RQ 1HZ =HDODQG¶V VXUYHLOODQFH HIIRUW WKH 1HZ =HDODQG

FDSDELOLW\ WR FRQGXFW HIIHFWLYH VXUYHLOODQFH LQ WKLV KRVWLOH HQYLURQPHQW LV WKH VLQJOH

GHWHUUHQW WR H[SORLWDWLRQ RI WKH 5RVV 6HD E\ ,88 YHVVHOV� 7KH UHVRXUFH LV YDOXDEOH�
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1HZ =HDODQG KDV D ORQJ VWDQGLQJ LQWHUHVW LQ WKH DUHD �SROLWLFDO� VFLHQWLILF�

HFRQRPLF DQG FRQVHUYDWLRQ� DQG RXU VXUYHLOODQFH LV ZLGHO\ NQRZQ DPRQJ JOREDO

LQGXVWULDO WRRWKILVK LQWHUHVWV�

��� )XWXUH VXUYHLOODQFH UHTXLUHPHQWV

1HZ =HDODQG LV OLNHO\ WR EH IDFHG ZLWK H[SDQGHG GHPDQGV IRU PDULWLPH VXUYHLOODQFH LQ

WKH 6RXWKHUQ 2FHDQV DQG $QWDUFWLFD� :KLOH LW LV XQOLNHO\ WKDW VXUYHLOODQFH DQG

HQIRUFHPHQW ZLOO KDYH WR EH XVHG VSHFLILFDOO\ WR VXSSRUW 1HZ =HDODQG¶V WHUULWRULDO FODLP

DQG LQWHUHVWV� �DOWKRXJK WKLV FDSDFLW\ XQGHUSLQV WKH FRQVWLWXWLRQDO VWDWXV RI WKH 5RVV

'HSHQGHQF\ DV SDUW RI 1HZ =HDODQG�� LW LV OLNHO\ WKDW WKHUH ZLOO EH FRQWLQXHG DQG HYHQ

LQFUHDVHG WKUHDWV RI LOOHJDO ILVKLQJ LQ WKH 6RXWKHUQ 2FHDQ� SDUWLFXODUO\ LQ YLHZ RI

XQVDWLVILHG GHPDQGV RI -DSDQHVH DQG 1RUWK $PHULFDQ FRQVXPHUV IRU WRRWKILVK DQG PRUH

JHQHUDOO\ WKH GHSOHWLRQ RI ILVKHULHV LQ WKH 1RUWKHUQ +HPLVSKHUH�

7KH PRVW HIIHFWLYH FDSDELOLW\ LV SURYLGHG E\ DHULDO DQG VXUIDFH PRQLWRULQJ ZRUNLQJ

WRJHWKHU� 1HZ =HDODQG H[SHULHQFH ZLWK 2SHUDWLRQ 0DZVRQL ZDV WKDW WKH 3� 2ULRQ DQG

IULJDWH SURYLGHG D JRRG OHYHO RI FDSDELOLW\ DFURVV WKH UDQJH RI WDVNV WKDW ZHUH LGHQWLILHG�

7KH 2ULRQ SURYLGHV D TXLFN UHVSRQVH DQG UHDVRQDEOH OHYHO RI HQGXUDQFH� ZKLOH WKH

IULJDWH SURYLGHG D KLJK OHYHO RI SUHVHQFH� ZLWK DQ DELOLW\ WR ERDUG DQG LQVSHFW YHVVHOV LI

UHTXLUHG�

,I 1HZ =HDODQG GRHV QRW SURYLGH VXUYHLOODQFH LQ WKH ZDWHUV RI WKH 5RVV 'HSHQGHQF\� QR

RWKHU FRXQWU\ KDV WKH QDWLRQDO LQWHUHVW WR SURWHFW WKLV UHVRXUFH RQ 1HZ =HDODQG¶V EHKDOI�

��� ,QWHUQDWLRQDO FRRSHUDWLRQ DQG FRRUGLQDWLRQ LQ WKH VXUYHLOODQFH RI

$QWDUFWLFD

7KLV LV QRW WR VD\ WKDW LQ WKH EURDGHU $QWDUFWLF DUHD WKHUH LV QRW DQ RYHUODS RI WKH

LQWHUHVWV RI D ODUJH QXPEHU RI FRXQWULHV� 1HZ =HDODQG FRQWLQXHV WR GHYRWH GLSORPDWLF

UHVRXUFHV WR PXOWLODWHUDO $QWDUFWLF QHJRWLDWLRQV DQG FRRUGLQDWHG JRYHUQDQFH DFWLYLWLHV�

$OWKRXJK LW PD\ EH SRVVLEOH WR ZRUN FORVHU WRJHWKHU ZLWK RWKHUV RQ PDULWLPH

VXUYHLOODQFH RI WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD WR FRRUGLQDWH DQG VWUHQJWKHQ WKH

SURWHFWLRQ RI WKLV DUHD RI RXU QDWLRQDO LQWHUHVWV� WKH GLVWDQFHV LQYROYHG UHTXLUH D QDWLRQDO

IRFXV RQ WKH 5RVV 6HD RQO\� 0RUHRYHU WKH DUHD RI WKH 5RVV 6HD DQG VXUURXQGLQJ VHD

DUH VR UHPRWH WKDW� WR KDYH VXIILFLHQW UHDFK� VXUYHLOODQFH IOLJKWV RI WKHVH DUHDV PXVW EH

FRQGXFWHG IURP 'XQHGLQ�

(QKDQFHG FRRSHUDWLRQ FRXOG LQFOXGH VKDULQJ LQWHOOLJHQFH VXFK DV SDVVLQJ RQ LQIRUPDWLRQ

DERXW WKH PRYHPHQWV RU SDWWHUQV RI SDUWLFXODU YHVVHOV� RU GHYHORSLQJ FRRSHUDWLYH

VXUYHLOODQFH LQYROYLQJ FRRUGLQDWHG DHULDO RU VXUIDFH VXUYHLOODQFH� RU VKDULQJ LQIRUPDWLRQ

JDLQHG WKURXJK QDWLRQDO VXUYHLOODQFH DFWLYLWLHV� 6WHSV DUH EHLQJ WDNHQ WR GHYHORS D

QHWZRUN RI HQIRUFHPHQW DJHQFLHV DQG D FRPELQHG LQWHOOLJHQFH VKDULQJ UHJLPH FRXOG

UHVXOW EHWZHHQ VWDWHV ZLWK LQWHUHVWV LQ UHVRXUFH SURWHFWLRQ LQ WKH 6RXWKHUQ 2FHDQ�

6XFK HIIRUWV KRZHYHU ZLOO QRW GLPLQLVK WKH 1HZ =HDODQG PDULWLPH VXUYHLOODQFH
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UHTXLUHPHQW� EHFDXVH D FRRSHUDWLYH DUUDQJHPHQW ZRXOG GHSHQG RQ WKH

SUHSDUHGQHVV RI PHPEHU JRYHUQPHQWV WR FRPPLW UHVRXUFHV� 7KH DGYDQWDJH WR

1HZ =HDODQG ZRXOG UDWKHU EH D GHYHORSHG UHVSRQVLELOLW\ IRU WKH UHVRXUFHV RI WKH

ZLGHU 6RXWKHUQ 2FHDQ DUHD� UHVXOWLQJ LQ DOO 6WDWHV JLYLQJ VXSSRUW WR FRQVHUYDWLRQ

DQG SROLWLFDO YDOXHV�
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� 6287+ 3$&,),&

0DULWLPH SDWURO LV UHTXLUHG LQ WKH 6RXWK 3DFLILF

x WR SURYLGH LQLWLDO SRVW GLVDVWHU DVVHVVPHQWV DV WKH ILUVW SDUW RI D FRRUGLQDWHG 1HZ =HDODQG

UHVSRQVH WR GLVDVWHUV�

x WR SURYLGH WKH 1HZ =HDODQG FRQWULEXWLRQ LQ D )5$1= UHVSRQVH WR GLVDVWHUV

x WR FRPSOHPHQW DQG VXSSRUW WKH 1= 2IILFLDO 'HYHORSPHQW $VVLVWDQFH HIIRUW WR DVVLVW ZLWK

WKH GHYHORSPHQW DQG SURWHFWLRQ RI WKH UHJLRQDO ILVKHULHV UHVRXUFH WKURXJK WKH SURYLVLRQ

RI ILVKHULHV SURWHFWLRQ DQG VXUYHLOODQFH IOLJKWV IRU ))$ PHPEHU FRXQWULHV DQG LQ

SDUWLFXODU WR WKRVH FRXQWULHV WR ZKLFK 1HZ =HDODQG KDV FRQVWLWXWLRQDO DQG OHJDO

UHVSRQVLELOLWLHV�

x WR SURYLGH VXUYHLOODQFH HQIRUFHPHQW FRQVLVWHQW ZLWK 1HZ =HDODQG¶V REOLJDWLRQV XQGHU WKH

81 )LVK 6WRFNV $JUHHPHQW DQG WKH &RQYHQWLRQ RQ +LJKO\ 0LJUDWRU\ 6SHFLHV LQ WKH

&HQWUDO DQG :HVWHUQ 3DFLILF� 7KH ODWWHU ZLOO EULQJ DGGLWLRQDO PRQLWRULQJ GHPDQGV�

)RU D ZLGH UDQJH RI UHDVRQV� LQFOXGLQJ KLVWRU\� SUR[LPLW\� FRPPXQLW\ WLHV DQG

ORQJVWDQGLQJ FRQVWLWXWLRQDO� GLSORPDWLF� GHIHQFH� HQYLURQPHQWDO DQG HFRQRPLF OLQNV WKH

3DFLILF ZLOO FRQWLQXH WR RFFXS\ D FHQWUDO SODFH LQ 1HZ =HDODQG¶V IRUHLJQ SROLF\�

��� 1HZ =HDODQG REMHFWLYHV

$V QRWHG DW WKH EHJLQQLQJ RI WKLV SDSHU� D NH\ IRUHLJQ SROLF\ REMHFWLYH LV VWDELOLW\ DQG

VHFXULW\ LQ WKH 3DFLILF� 7R WKDW HQG� DQG LQ GLVFKDUJH RI RXU FRQVWLWXWLRQDO DQG EURDGHU

REOLJDWLRQV DV DQ LQWHUQDWLRQDO ³JRRG FLWL]HQ´� 1HZ =HDODQG SURYLGHV VXSSRUW IRU

HFRQRPLF DQG VRFLDO GHYHORSPHQW LQ WKH UHJLRQ�

7KH 3DFLILF FRQQHFWLRQ LV DQ LPSRUWDQW IDFWRU LQ 1HZ =HDODQG GLSORPDF\� :H FRPPLW D

ODUJH SURSRUWLRQ RI RXU GLSORPDWLF UHVRXUFHV WR WKH UHJLRQ� :H DUH DFWLYH LQ UHJLRQDO

LQVWLWXWLRQV� 7KH $XVWUDOLDQV ZLOO DOVR UHPDLQ NH\ SOD\HUV� DQG WKH 3DFLILF LV DQ DUHD

ZKHUH ZH ZLOO FRQWLQXH WR ZRUN YHU\ FORVHO\ ZLWK &DQEHUUD� -DSDQ� WKH (8 DQG RWKHU

FRXQWULHV WKDW DUH DOVR VLJQLILFDQW GRQRUV� 1RUWKHUQ KHPLVSKHUH FDSLWDOV ORRN WR XV IRU

H[SHUWLVH DQG OHDGHUVKLS RQ 3DFLILF DIIDLUV�

3DFLILF ,VODQG FRXQWULHV �3,&V� IDFH D JHQHULF SUREOHP RI LQDGHTXDWH UHVRXUFHV �

KXPDQ� ILVFDO RU HFRQRPLF � WR GHDO ZLWK QDWLRQ�EXLOGLQJ DQG GHYHORSPHQWDO WDVNV�

)RU VRPH WKH RXWORRN LV QRW SURPLVLQJ� 2WKHUV DUH EHWWHU HTXLSSHG E\ YLUWXH RI

WKHLU SROLWLFDO� HFRQRPLF� QDWXUDO RU VRFLDO FLUFXPVWDQFHV� $Q LPSRUWDQW SDUW RI

1HZ =HDODQG¶V SROLF\ LQ WKH 3DFLILF LV IRVWHULQJ WKH HFRQRPLF YLDELOLW\ RI VPDOO�

IUDJLOH HFRQRPLHV�
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3,&V FDQ EH H[SHFWHG WR H[SHULHQFH FRQWLQXLQJ GLIILFXOW\ DVVHUWLQJ RU PDLQWDLQLQJ

FRQWURO RI QDWXUDO UHVRXUFHV� HVSHFLDOO\ PDULQH UHVRXUFHV� DQG PDQ\ ZLOO KDYH WR GHDO

ZLWK WKH HQYLURQPHQWDO� HFRQRPLF DQG VRFLDO LPSOLFDWLRQV RI XQVXVWDLQDEOH RU SRRUO\

PDQDJHG H[SORLWDWLRQ RI WKHLU QDWXUDO UHVRXUFHV� (FRV\VWHPV DUH GHOLFDWHO\ EDODQFHG�

HVSHFLDOO\ LQ WKH VPDOOHU LVODQGV� 0RVW FRXQWULHV DUH YXOQHUDEOH WR QDWXUDO GLVDVWHUV VXFK

DV F\FORQHV� DQG VRPH DUH YXOQHUDEOH WR WKH WKUHDW RI ULVLQJ VHD OHYHOV�

1HZ =HDODQG KDV ORQJ XVHG LWV PLOLWDU\ DVVHWV� LQFOXGLQJ WKH 3� 2ULRQV� WR VXSSRUW LWV

EURDG SROLF\ REMHFWLYHV LQ WKH 3DFLILF� 6SHFLILFDOO\� WKH\ DVVLVW ZLWK VXUYHLOODQFH RI WKH

((=V� SRVW GLVDVWHU UHFRQQDLVVDQFH�VXUYHLOODQFH DQG VHDUFK DQG UHVFXH� 3DFLILF DHULDO

VXUYHLOODQFH ORFDWHV DQG LGHQWLILHV ILVKLQJ DFWLYLW\� PHUFKDQW WUDIILF� SROOXWLRQ� PLOLWDU\

PRYHPHQW DQG GLVDVWHU DVVHVVPHQW WKURXJKRXW WKH UHJLRQ�

7KH VXUYHLOODQFH DOVR SURYLGHV SUHVHQFH� VKRZV LQWHQW DQG DOORZV 1HZ =HDODQG WR EXLOG

D SLFWXUH RI DFWLYLWLHV LQ WKH 6RXWK 3DFLILF DQG WDNH PHDVXUHV WR SUH�HPSW LOOHJDO

DFWLYLWLHV REVHUYHG WKHUH IURP WDNLQJ SODFH LQ 1HZ =HDODQG ZDWHUV�

��� 'LVDVWHU UHOLHI

1HZ =HDODQG UHJDUGV LWVHOI DV D ³JRRG QHLJKERXU´ LQ WKH 3DFLILF� $V D UHVXOW� 1HZ

=HDODQG KDV IRU PDQ\ \HDUV DVVXPHG UHVSRQVLELOLW\ IRU SURYLGLQJ DVVLVWDQFH WR WKH

3DFLILF LQ UHVSHFW RI GLVDVWHU UHOLHI� :H DUH WU\LQJ WR IRVWHU JUHDWHU VHOI UHOLDQFH LQ

PLWLJDWLRQ DQG WKH GHYHORSPHQW RI EHWWHU DQG IDVWHU UHOLHI PHFKDQLVPV ZLWKLQ WKH UHJLRQ�

7KH UHJLRQ LV� KRZHYHU� VWDUWLQJ IURP D IDLUO\ ORZ EDVH� 6RPH 3DFLILF FRXQWULHV KDYH

YHU\ OLWWOH FDSDELOLW\ RI WKHLU RZQ WR PDQDJH D ODUJH�VFDOH GLVDVWHU� DV ZDV HYLGHQFHG

ZLWK &\FORQH 1LQD LQ 6RORPRQ ,VODQGV LQ ���� RU WKH ���� HDUWKTXDNH DQG WVXQDPL LQ

3DSXD 1HZ *XLQHD�

7KH FRQWULEXWLRQ RI D VXUYHLOODQFH DLUFUDIW WR GLVDVWHU UHOLHI LV WR SURYLGH WKH LQLWLDO

SRVW GLVDVWHU UHFRQQDLVVDQFH IOLJKWV� &XUUHQW JRYHUQPHQW SROLF\ SURYLGHV IRU WKH

DIIHFWHG JRYHUQPHQW WR DVN IRU RU IRU WKH 1HZ =HDODQG JRYHUQPHQW WR YROXQWHHU

VXFK D IOLJKW� 7KH UHTXLUHPHQW LV IRU D ORQJ�UDQJH DLUFUDIW WKDW FDQ FRQGXFW DHULDO

VXUYHLOODQFH DQG UHFRQQDLVVDQFH ZLWKRXW ODQGLQJ� LI QHFHVVDU\� ,Q FXUUHQW SUDFWLFH

WKH 3� 2ULRQ LV XVHG IRU WKLV ZRUN� 7KH DGYDQWDJHV RI WKH 3� 2ULRQV DUH VHYHUDO�

x VLQFH LQ PRVW FLUFXPVWDQFHV WKH\ SLFN XS ORFDO 0LQLVWHUV DQG RIILFLDOV DV ZHOO DV

1HZ =HDODQG RIILFLDOV� WKLV SURYLGHV WKH ORFDO DXWKRULWLHV ZLWK D ELUG¶V H\H YLHZ

RI WKH GLVDVWHU DIIHFWHG DUHDV� ZKLFK FRQWULEXWHV WR WKH ORFDO GLVDVWHU FRPPLWWHH¶V

DVVHVVPHQW�GHFLVLRQ PDNLQJ SURFHVVHV� 7KH\ DOVR WDNH SKRWRV �YLGHR DQG VWLOO�

ZKLFK DUH GHYHORSHG DQG GHOLYHUHG WR ERWK WKH LVODQG FRXQWU\ DQG 1HZ =HDODQG�

x LQ WKRVH IHZ FDVHV ZKHUH ODQGLQJ DW D ORFDO DLUSRUW WR SLFN XS 0LQLVWHUV DQG

RIILFLDOV LV SUHYHQWHG E\ GLVDVWHU GDPDJH WR WKH DLUILHOG� 3�V ZLWK WKHLU UDQJH DQG

HQGXUDQFH� FDQ RSHUDWH IURP D QHLJKERXULQJ LVODQG RU FRXQWU\ � DLU GURSSLQJ ILOP

IRU SLFN XS E\ ORFDO DXWKRULWLHV�

x VXFK IOLJKWV SURYLGH D XVHIXO LQLWLDO FRPSRQHQW RI WKH 1HZ =HDODQG GLVDVWHU UHOLHI

UHVSRQVH� FRRUGLQDWHG E\ 0)$7� EXW UHO\LQJ RQ 1=') DVVHWV �HJ 3�V IRU LQLWLDO
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UHFRQQDLVVDQFH IOLJKWV� &���V IRU UHOLHI IOLJKWV� KHOLFRSWHUV DLUOLIWHG LQ IRU LQ�

FRXQWU\ GHOLYHU\ IOLJKWV��

,Q DQ HIIRUW WR PD[LPL]H WKH HIIHFWLYHQHVV RI GLVDVWHU UHOLHI LQ WKH 3DFLILF UHJLRQ� 1HZ

=HDODQG HQWHUHG LQWR D WULODWHUDO GLVDVWHU UHOLHI FR�RUGLQDWLRQ DUUDQJHPHQW ZLWK $XVWUDOLD

DQG )UDQFH� FRPPRQO\ NQRZQ DV )5$1= � VLJQHG LQ :HOOLQJWRQ RQ �� 'HFHPEHU �����

7KH )5$1= VWDWHPHQW H[SOLFLWO\ UHFRJQL]HV WKDW LW LV ³HVVHQWLDO WR PDLQWDLQ SUDJPDWLF�

IOH[LEOH DUUDQJHPHQWV´ WR DOORZ IRU TXLFN DQG HIILFLHQW UHVSRQVHV WR GLVDVWHUV LQ WKH

3DFLILF� LQFOXGLQJ D IOH[LEOH PDULWLPH DLUFUDIW FDSDELOLW\ DEOH WR UHVSRQG WR D UDQJH RI

GLIIHUHQW HPHUJHQFLHV �HDUWKTXDNHV� WURSLFDO F\FORQHV� YROFDQLF HUXSWLRQV� RYHU D YDVW

JHRJUDSKLFDO DUHD�

)5$1= JRYHUQPHQW RIILFLDOV PHHW UHJXODUO\ DW WKH WHFKQLFDO OHYHO WR UHYLHZ RSHUDWLRQDO

UHTXLUHPHQWV DQG H[FKDQJH LQIRUPDWLRQ WR HQVXUH WKH EHVW XVH RI WKHLU UHVRXUFHV IRU

UHOLHI RSHUDWLRQV DIWHU F\FORQHV DQG RWKHU QDWXUDO GLVDVWHUV LQ WKH UHJLRQ� 7KH ODVW

)5$1= &R�RUGLQDWLRQ KHOG LQ &DQEHUUD LQ 0D\ ���� UHDIILUPHG WKH LPSRUWDQFH RI WKH

)5$1= PHFKDQLVP LQ DVVLVWLQJ FRXQWULHV LQ WKH 3DFLILF LQ WKH HYHQW RI D QDWXUDO GLVDVWHU�

)5$1= LV YDOXDEOH LQ DYRLGLQJ XQQHFHVVDU\ GXSOLFDWLRQ DQG HQFRXUDJLQJ D JUHDWHU OHYHO

RI FRRSHUDWLRQ DQG FRPPXQLFDWLRQ EHWZHHQ )5$1= SDUWQHUV� $W WKH VDPH WLPH� LWV

HIIHFWLYHQHVV UHVWV RQ D VKDUHG FRPPLWPHQW WR UHVSRQG V\PSDWKHWLFDOO\ WR GLVDVWHU UHOLHI

UHTXLUHPHQWV LQ WKH 3DFLILF UHJLRQ DQG DQ H[SHFWDWLRQ WKDW WKH SDUWLHV ZLOO FRQWLQXH WR EH

LQ D SRVLWLRQ WR GHSOR\ DSSURSULDWH UHVRXUFHV WR PHHW WKHVH UHTXLUHPHQWV� $ OHVVHQLQJ RI

RQH SDUW\¶V FRPPLWPHQW WR WKH DJUHHPHQW ZRXOG PHDQ WKDW WKH RWKHU WZR ZRXOG EH

REOLJHG WR WDNH RQ DGGLWLRQDO GXWLHV� DVVXPLQJ WKH\ KDG WKH FDSDFLW\ DQG ZLOO WR GR VR�

7KLV FRXOG ULVN XQGHUPLQLQJ WKH EHQHILWV RI WKH LPSURYHG FRRSHUDWLYH UHODWLRQVKLS

VRXJKW XQGHU WKH )5$1= DJUHHPHQW�

��� $HURPHGLFDO HYDFXDWLRQV

)RU PDQ\ \HDUV 1HZ =HDODQG KDV SURYLGHG DQ HPHUJHQF\ DHURPHGLFDO HYDFXDWLRQ VHUYLFH

WR FRXQWULHV LQ WKH 6RXWK 3DFLILF UHJLRQ� /LIH WKUHDWHQHG SDWLHQWV ZKR FDQQRW EH WUHDWHG

LQ 3DFLILF ,VODQG FRXQWULHV DUH FRYHUHG� 8QWLO -XO\ ���� WKLV VHUYLFH ZDV SURYLGHG� LQ

UHVSRQVH WR UHTXHVWV IURP LVODQG JRYHUQPHQWV¶ PHGLFDO DXWKRULWLHV DQG RQ WKH EDVLV RI

PHGLFDO DVVHVVPHQW LQYROYLQJ WKH SDWLHQW¶V GRFWRU DQG 51=$) PHGLFDO VWDII� E\ WKH

51=$) DORQH� 6LQFH -XO\ ���� WKH WDVN �ZKLFK LQ HDFK FDVH LV VWLOO VXEMHFW WR WKH

UHTXHVW DQG PHGLFDO DVVHVVPHQW SURFHGXUHV� KDV EHHQ VKDUHG ZLWK D FRPPHUFLDO

DHURPHGLFDO DPEXODQFH VHUYLFH ZKLFK ORRNV DIWHU ZKDW DUH FDOOHG ³2'$ HOLJLEOH´ FDVHV�

7KH 51=$) UHPDLQV D OLIH OLQH IRU WKRVH OLIH WKUHDWHQHG SDWLHQWV RI DQ\ QDWLRQDOLW\ ZKR

GR QRW IDOO ZLWKLQ WKLV ³2'$ HOLJLEOH´ FDWHJRU\� 3�V KDYH RIWHQ EHHQ XVHG IRU WKH

SXUSRVH�

��� 6RXWK 3DFLILF ILVKHULHV

7KH 3,&V HQMR\ WKH EHQHILWV RI YHU\ ODUJH ((=V� WKURXJK ZKLFK PLJUDWH +LJKO\

0LJUDWRU\ 6WRFNV �+06�� SULQFLSDOO\ WXQD� )RU PDQ\ 3,&V� RIIVKRUH ILVKHULHV UHVRXUFHV
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DUH SDUWLFXODUO\ YDOXHG ERWK IRU ORFDO ILVKHULHV DFWLYLWLHV DQG DV D VRXUFH RI DFFHVV IHHV

IURP GLVWDQW ILVKLQJ QDWLRQV� 7KH\ DUH RQH RI WKHLU IHZ PHDQV RI JHQHUDWLQJ

HFRQRPLFDOO\ YLDEOH H[SRUW UHYHQXH� ,QGHHG� IRU VRPH 3,&V� ILVKHULHV DQG WRXULVP DUH

YLUWXDOO\ WKH VROH PHDQV DYDLODEOH WR WKHP WR JHQHUDWH IRUHLJQ H[FKDQJH HDUQLQJV� ,Q WKH

FDVH RI 7RNHODX� IRU H[DPSOH� UHYHQXH JHQHUDWHG IURP 86 ILVKLQJ LQ 7RNHODX¶V ((=

XQGHU WKH 86 7XQD 7UHDW\ LQ ��������� DPRXQWHG WR 86���� PLOOLRQ� 7KH 3,&V�

WRJHWKHU ZLWK $XVWUDOLD DQG 1HZ =HDODQG� KDYH IRUPHG D UHJLRQDO JURXSLQJ� WKH )RUXP

)LVKHULHV $JHQF\ �))$�� WR SURYLGH DVVLVWDQFH WR 3,&V WR PDQDJH WKLV UHVRXUFH IRU WKHLU

EHQHILW�

,OOHJDO ILVKLQJ LV D SUREOHP IRU PDQ\ RI WKH 3,&V� ZKRVH GHSHQGHQFH RQ WKHLU PDULQH

UHVRXUFHV LV PXFK JUHDWHU WKDQ 1HZ =HDODQG¶V� :RUOG ILVKHULHV DUH GHFOLQLQJ� DQG WKH

LQFLGHQFH RI LOOHJDO DQG XQUHJXODWHG ILVKLQJ LV RQ WKH LQFUHDVH� 7KH FDWFK HIIRUW LQ JOREDO

ILVKLQJ JURXQGV KDV FUHDWHG SUHVVXUHV� VRPH VHYHUH� RQ PDQ\ FRPPHUFLDO VSHFLHV GXULQJ

WKH SDVW GHFDGH� 7KH FXUUHQW KDUYHVWLQJ FDSDFLW\ RI WKH ZRUOG¶V IOHHW IDU H[FHHGV WKH

HVWLPDWHG ELRORJLFDO VXVWDLQDELOLW\ RI PRVW FRPPHUFLDO VSHFLHV� \HW WKH GHPDQG

FRQWLQXHV WR JURZ� $FFHVV SUREOHPV LQ VRPH NH\ ((=V� GHFUHDVHG FDWFK RI WUDGLWLRQDO

KLJK YDOXH ZKLWH ILVK DQG WKH RYHUDOO VKRUWIDOO LQ JOREDO FDWFK KDYH LQFUHDVHG SUHVVXUHV

RQ VWRFNV� 7KH PDVVLYH RYHUFDSDFLW\ LQ WKH JOREDO ILVKLQJ LQGXVWU\� SDUWLFXODUO\ LQ WKH

1RUWKHUQ +HPLVSKHUH� PHDQV WKDW (XURSHDQ ILVKLQJ IOHHWV �LQ SDUWLFXODU� DUH VHHNLQJ

DFFHVV WR QHZ ILVKLQJ JURXQGV LQ WKH 6RXWKHUQ +HPLVSKHUH� HVSHFLDOO\ WKRVH RI WKH

HDVWHUQ ,QGLDQ 2FHDQ DQG LQ WKH ((=V RI WKH 3,&V� ,Q WKHVH WKH\ ZLOO FRPSHWH GLUHFWO\

ZLWK WKH WUDGLWLRQDO GLVWDQW ZDWHU ILVKLQJ QDWLRQV �-DSDQ� .RUHD� 7DLZDQ� WKH 86 DQG

PRUH UHFHQWO\ &KLQD� IRU DFFHVV WR WKH UHVRXUFH�

1HZ =HDODQG SXWV FRQVLGHUDEOH 2IILFLDO 'HYHORSPHQW $VVLVWDQFH �2'$� IXQGLQJ LQWR

WKH GHYHORSPHQW DQG SURWHFWLRQ RI WKH UHJLRQDO ILVKHULHV UHVRXUFH� ERWK ELODWHUDOO\ DQG

WKURXJK RXU SRVLWLRQ DV D PDMRU GRQRU WR WKH )RUXP )LVKHULHV $JHQF\� :H DOVR IXQG

WKH ZRUN RI�

x 63& � WKH 3DFLILF &RPPXQLW\ � D QRQ�SROLWLFDO RUJDQLVDWLRQ ZKLFK SURYLGHV

WHFKQLFDO DVVLVWDQFH DLPHG DW HQFRXUDJLQJ DQG SURPRWLQJ WKH HFRQRPLF DQG

VRFLDO GHYHORSPHQW RI WKH UHJLRQ� ,WV ZRUN SURJUDPPH FRYHUV LPSRUWDQW VHFWRUV

VXFK DV DJULFXOWXUH� PDULQH UHVRXUFHV� KHDOWK DQG FRPPXQLW\ HGXFDWLRQ�

x 623$& � WKH 6RXWK 3DFLILF $SSOLHG *HRVFLHQFH &RPPLVVLRQ � HVWDEOLVKHG LQ

���� WR DVVLVW LQ WKH DVVHVVPHQW� H[SORUDWLRQ DQG GHYHORSPHQW RI PLQHUDO DQG

RWKHU QRQ�OLYLQJ UHVRXUFHV LQ WKH PDULQH MXULVGLFWLRQ HVWDEOLVKHG XQGHU

81&/26� DQG

x 635(3 � WKH 6RXWK 3DFLILF 5HJLRQDO (QYLURQPHQW 3URJUDPPH ZDV IRUPDOO\

ODXQFKHG LQ ���� WR DVVLVW 6RXWK 3DFLILF FRXQWULHV DQG WHUULWRULHV WR SURWHFW DQG

LPSURYH WKHLU VKDUHG HQYLURQPHQW DQG PDQDJH WKHLU UHVRXUFHV WR HQKDQFH WKH

TXDOLW\ RI OLIH IRU SUHVHQW DQG IXWXUH JHQHUDWLRQV�

,Q DGGLWLRQ ZH DOVR IXQG D UDQJH RI ELODWHUDO DQG UHJLRQDO SURMHFWV ZKLFK XQGHUSLQ WKH

ILVKHULHV DQG ZLGHU HQYLURQPHQWDO UHVRXUFH RI WKH UHJLRQ�
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1HZ =HDODQG
V VXUYHLOODQFH ZRUN FRPSOHPHQWV DQG VXSSRUWV WKH 1=2'$ HIIRUW�

6RPH 3,&V KDYH D YHU\ OLPLWHG FDSDFLW\� SUHGRPLQDQWO\ VXUIDFH� WR SDWURO WKHLU

((=V �VRPH RI ZKLFK FRYHU D YHU\ ODUJH DUHD � VHH PDS�� 2WKHUV DUH ZKROO\

GHSHQGHQW RQ H[WHUQDO VXUYHLOODQFH� %\ FRQWULEXWLQJ WR WKH VXUYHLOODQFH DQG

SURWHFWLRQ RI ILVKHULHV UHVRXUFHV LQ WKH 6RXWK 3DFLILF� 1HZ =HDODQG KHOSV WR

VXVWDLQ RQH RI WKH IHZ VRXUFHV RI LQFRPH IRU WKHVH VWDWHV� 7KLV VXSSRUWV RXU

SULPDU\ SROLF\ REMHFWLYHV LQ WKH UHJLRQ� 2SHUDWLQJ LQ WKH 3DFLILF DQG ZRUNLQJ

ZLWK WKH ))$ LQ +RQLDUD FDQ DOVR KHOS WR GHWHFW DQG GHDO ZLWK SRWHQWLDO WKUHDWV WR

ILVKHULHV UHVRXUFHV ZLWKLQ 1HZ =HDODQG¶V ((=�

)LVKHULHV SDWUROV E\ 51=$) 2ULRQV LQ WKH 3DFLILF GHPRQVWUDWH WKDW 1HZ =HDODQG WDNHV

LWV UHVSRQVLELOLWLHV VHULRXVO\ DQG ZLOO JLYH VXEVWDQWLYH VXSSRUW WR WKH HFRQRPLF

DVSLUDWLRQV RI WKHVH FRXQWULHV� 7KHUH LV D GHWHUUHQFH HIIHFW� DQG D YLVLEOH VLJQ WR RWKHU

FRXQWULHV RI D 1HZ =HDODQG LQWHUHVW� 7KH IDFW WKDW WKHVH SDWUROV DUH FRQGXFWHG E\ D

PLOLWDU\ DLUFUDIW� DOWKRXJK ZRUNLQJ SULPDULO\ LQ D FLYLOLDQ FDSDFLW\� UHLQIRUFHV WKLV

PHVVDJH�

��� 6XSSRUW IRU WKH )RUXP )LVKHULHV $JHQF\

1HZ =HDODQG LV D PHPEHU RI WKH )RUXP )LVKHULHV $JHQF\� ZKLFK ZDV HVWDEOLVKHG LQ

���� WR SURPRWH UHJLRQDO FRRSHUDWLRQ DQG FRRUGLQDWLRQ LQ UHVSHFW RI ILVKHULHV SROLFLHV�

1HZ =HDODQG SURYLGHV ��� RI WKH FRUH EXGJHW IRU WKH ))$� ,Q WKH ��������� ILQDQFLDO

\HDU� 1HZ =HDODQG IXQGLQJ IRU ))$ �ERWK FRUH EXGJHW DQG H[WUD�EXGJHWDU\ IXQGLQJ�

ZDV 1=��������� 7KH ))$¶V REMHFWLYH LV WR VHFXUH WKH PD[LPXP EHQHILWV IURP WKH

ILVKHU\ UHVRXUFHV RI WKH UHJLRQ IRU WKH SHRSOHV DQG IRU WKH UHJLRQ DV D ZKROH� :KLOH WKH

IRFXV LV HVSHFLDOO\ RQ WKH GHYHORSLQJ 3DFLILF FRXQWULHV� WKH ODUJHU VWDWHV� 1HZ =HDODQG

DQG $XVWUDOLD DOVR EHQHILW IURP WKH UHJLRQDO FRRSHUDWLRQ WKDW WKH ))$ SURYLGHV� EHFDXVH

LW HQKDQFHV WKH 3,&V¶ DELOLW\ WR GHYHORS WKHLU RZQ HFRQRPLF UHVRXUFHV� 7KLV NLQG RI

UHJLRQDO FRRSHUDWLRQ DPRQJ WKH 3,&V LV LPSRUWDQW DV D VWDELOLVLQJ LQIOXHQFH IRU WKH

UHJLRQ DV D ZKROH�

2QH RI WKH ))$¶V NH\ UHVSRQVLELOLWLHV LV WR HQFRXUDJH UHJLRQDO FRRSHUDWLRQ LQ PDULWLPH

VXUYHLOODQFH DQG HQIRUFHPHQW� $V D GHYHORSHG FRXQWU\ PHPEHU RI WKH ))$� 1HZ

=HDODQG UHJXODUO\ XQGHUWDNHV ILVKHULHV SURWHFWLRQ DQG VXUYHLOODQFH PLVVLRQV XVLQJ WKH

1=') DQG WKH 3� 2ULRQ DFURVV D UDQJH RI 3DFLILF FRXQWULHV � )LML� 6DPRD� &RRN

,VODQGV� 7RQJD� 1LXH� 9DQXDWX� 7XYDOX� 7RNHODX� .LULEDWL� 0DUVKDOO ,VODQGV� )HGHUDWHG

6WDWHV RI 0LFURQHVLD� 3DODX� 3KLOLSSLQHV� 6RORPRQ ,VODQGV DQG 3DSXD 1HZ *XLQHD�

$W SUHVHQW 1HZ =HDODQG FRQGXFWV DERXW �� 3� 2ULRQ PLVVLRQV SHU \HDU� XVXDOO\ RI ILYH

GD\V GXUDWLRQ� $ KLVWRULFDO HVWLPDWH H[LVWV WKDW XS WR �� SHUFHQW RI YHVVHOV HQFRXQWHUHG

DUH QRW RQ WKH OLFHQFH OLVWV IRU 3DFLILF QDWLRQV¶ ((=V� 2Q D VLQJOH VRUWLH RYHU .LULEDWL

ZDWHUV HDUOLHU WKLV \HDU� WHQ ERDWV HQJDJHG LQ LOOHJDO ILVKLQJ ZHUH VSRWWHG� )LVKHULHV

VXUYHLOODQFH IOLJKWV HPSODQH ORFDO ILVKHULHV HQIRUFHPHQW RIILFLDOV ZKR SURYLGH ORFDO

NQRZOHGJH DQG ZKR LQ WXUQ EHQHILW IURP LQVSHFWLQJ D ODUJH DUHD RI RFHDQ IURP WKH DLU�

7KLV HIIRUW LV DQ DWWHPSW WR PHHW VRPH 6RXWK 3DFLILF VXUYHLOODQFH UHTXLUHPHQWV EXW LW LV

QRW DEOH WR PHHW DOO VXFK UHTXLUHPHQWV VLQFH WKH WDVN KDV WR FRPSHWH IRU IXQGV DJDLQVW

1=¶V RWKHU PDULWLPH SDWURO UHTXLUHPHQWV� 7KH 1=')� XVLQJ WKH 3� 2ULRQ� FRYHUV DOO
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WKH ))$ FRXQWULHV DW OHDVW RQFH SHU \HDU� ZLWK PRUH HPSKDVLV RQ WKH HDVWHUQ VLGH RI WKH

UHJLRQ�

7KH $XVWUDOLDQV FRQGXFW DERXW � PLVVLRQV SHU \HDU RI DERXW �� GD\V GXUDWLRQ� ZLWK

PRUH HPSKDVLV RQ WKH ZHVW� $OWKRXJK WKH $XVWUDOLDQV VSHQG PRUH WRWDO GD\V SHU \HDU�

ZH EHOLHYH WKDW RQ EDODQFH ZH SURYLGH PRUH �DQG EHWWHU� SDWUROOLQJ FRYHUDJH� 7KHUH DUH

D QXPEHU RI UHDVRQV IRU WKLV� LQFOXGLQJ WKDW RXU UDGDU FRYHUV D ZLGHU DUHD �DOWKRXJK WKLV

ZLOO QRW EH WKH FDVH RQFH WKH $XVWUDOLDQV KDYH FRPSOHWHG WKHLU XSJUDGH� DQG WKDW DOPRVW

DOO RXU IOLJKW WLPH LV VSHQW DW SDWURO DOWLWXGH� ZKHUHDV WKH $XVWUDOLDQV VSHQG D VLJQLILFDQW

SRUWLRQ FRQGXFWLQJ KLJK OHYHO WUDQVLWV�

7KHVH SDWUROV KDYH OHG GLUHFWO\ WR WKH DSSUHKHQVLRQ RI LOOHJDO ILVKHUV� 2I WKH ��� FDVHV

GHWDLOHG LQ WKH ))$ 9LRODWLRQV DQG 3URVHFXWLRQV 'DWDEDVH GDWDEDVH� �� DUH OLQNHG WR

RULJLQDO VLJKWLQJV E\ DHULDO VXUYHLOODQFH SDWUROV SURYLGHG E\ WKH 51=$) ���� DQG 5$$)

����� 2I WKH �� VLJKWLQJV E\ WKH 51=$)� � ZHUH LQ WKH 1HZ =HDODQG ((= ZKLOH WKH

UHPDLQGHU ZHUH LQ 1LXH ���� .LULEDWL� ���� 7RNHODX ���� 7XYDOX ���� 1DXUX ���� 9DQXDWX

��� DQG &RRN ,VODQGV ���� 7KH GDWDEDVH LV SDWFK\ RQ RXWFRPHV IRU WKHVH FDVHV EXW IRU DW

OHDVW ILYH VRPH FRPSHQVDWLRQ IRU WKH 3,& FRQFHUQHG LV UHFRUGHG�

%XW PRUH LPSRUWDQWO\� WKH VXUYHLOODQFH IOLJKWV KDYH D GHWHUUHQW HIIHFW� DQG LW LV

VDIH WR DVVXPH WKDW� LQ WKH DEVHQFH RI VXFK SDWUROV WKH LQFLGHQFH RI LOOHJDO DFWLYLW\

ZRXOG LQFUHDVH� *LYHQ WKH LQFUHDVLQJ SUHVVXUH RQ ILVKLQJ UHVRXUFHV DQG WKH

UHOLDQFH RQ WKH ILVKLQJ LQGXVWU\ IRU HFRQRPLF ZHOO�EHLQJ� DQ\ UHGXFWLRQ LQ

VXUYHLOODQFH HIIRUW IURP 1= ZRXOG LQFUHDVH 3,&V¶ YXOQHUDELOLW\� $V QRWHG HDUOLHU�

LW ZRXOG DOVR SRWHQWLDOO\ LPSDFW RQ WKH SURWHFWLRQ RI RXU RZQ ((=� &RQYHUVHO\� DV

QRWHG DERYH� DQ LQFUHDVH LQ 1HZ =HDODQG¶V HIIRUW ZRXOG EH DSSUHFLDWHG DQG

GHFUHDVH 3,&V¶ YXOQHUDELOLW\�

)XUWKHU� WKH ))$ KDV VWDWHG WKHLU EHOLHI WKDW KDYLQJ UHFRXUVH WR PRQLWRULQJ DQG

HQIRUFHPHQW PHFKDQLVPV PHDQV WKDW WKH ))$ FDQ EH PRUH FRQILGHQW LQ SXUVXLQJ WKHLU

REMHFWLYHV LQ GLVFXVVLRQV ZLWK WKH 'LVWDQW :DWHU )LVKLQJ 1DWLRQV �':)1V�� 7KH

LQFUHDVLQJ FRQILGHQFH RI ))$ PHPEHUV FDQ EH VHHQ LQ WKH GHYHORSPHQW RI WKHLU

QHJRWLDWLQJ SRVLWLRQV WKURXJKRXW WKH SURFHVV RI HVWDEOLVKLQJ WKH &RQYHQWLRQ RQ +LJKO\

0LJUDWRU\ )LVK 6WRFNV LQ WKH &HQWUDO DQG :HVWHUQ 3DFLILF� 7KH ))$ EHJDQ WKLV SURFHVV

VRPH \HDUV DJR PDNLQJ YHU\ OLWWOH VXEVWDQWLYH LQSXW LQWR WKH GLVFXVVLRQV� %\ WKH HQG RI

WKH QHJRWLDWLRQV� WKH\ KDG FOHDU LGHDV RI WKHLU REMHFWLYHV DQG KRZ WKH\ ZDQWHG WR SXUVXH

WKHP� +DYLQJ WKH DELOLW\ WR HQIRUFH WKH GHFLVLRQV WKH\ PDNH FRQWULEXWHV WR WKLV LQFUHDVH

LQ FRQILGHQFH� 7KLV H[DPSOH LOOXVWUDWHV DJDLQ KRZ PDULWLPH VXUYHLOODQFH FRQWULEXWHV

GLUHFWO\ WR LQFUHDVHG SURVSHULW\ DQG VR VWDELOLW\ IRU WKH 3DFLILF �LQ WKLV FDVH WKURXJK

LQFUHDVHG UHYHQXH� DQG WKXV WR RQH RI 1HZ =HDODQG¶V IRUHLJQ SROLF\ REMHFWLYHV�

7KH ))$ KDV UHFHQWO\ HVWDEOLVKHG D 9HVVHO 0RQLWRULQJ 6\VWHP �906� ZKLFK HQDEOHV WKH

$JHQF\ DQG PHPEHU 3,&V WR PRQLWRU WKH DFWLYLW\ RI YHVVHOV OLFHQVHG WR ILVK LQ WKHLU

((=V� 7KH 906 ZRUNV LQ D VLPLODU ZD\ WR 1HZ =HDODQG¶V 906 E\ UHTXLULQJ DQ

$XWRPDWLF /RFDWLRQ &RPPXQLFDWRU �$/&� WR EH LQVWDOOHG RQ ERDUG HYHU\ YHVVHO

OLFHQVHG WR ILVK LQ WKH DUHD� DQG PRQLWRULQJ WKHLU SRVLWLRQV LQ +RQLDUD� 7KLV LQIRUPDWLRQ

LV UHDGLO\ DYDLODEOH WR ))$ PHPEHUV� :LWK WKH 906 LQ RSHUDWLRQ� 3,&V DUH DEOH WR
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SLQSRLQW SDUWLFXODU DUHDV ZKHUH LOOHJDO ILVKLQJ E\ OLFHQVHG YHVVHOV DSSHDUV WR EH WDNLQJ

SODFH� 7KH\ FDQ FRQVHTXHQWO\ PDNH PRUH HIILFLHQW XVH RI PDULWLPH VXUYHLOODQFH SDWUROV�

:KLOH WKH 906 FDQ JLYH DQ LQGLFDWLRQ WKDW LOOHJDO DFWLYLW\ PD\ EH WDNLQJ SODFH� PDULWLPH

SDWUROV DUH VWLOO QHFHVVDU\ LQ RUGHU WR JDLQ WKH VSHFLILF HYLGHQFH QHFHVVDU\ WR EULQJ D

SDUWLFXODU FDVH WR FRXUW� )XUWKHUPRUH� VLQFH 906 PD\ QRW EH RSHUDWHG E\ LOOHJDO

ILVKHUV� 906 DORQH LV QRW DQ DGHTXDWH VXUYHLOODQFH WRRO�

7KHUH LV DOVR VRPH LQGLJHQRXV FDSDELOLW\ IRU UHVRXUFH SURWHFWLRQ� $ VL]HDEOH $XVWUDOLDQ

DLG SURMHFW VHYHUDO \HDUV DJR SURYLGHG VRPH RI WKH 3DFLILF FRXQWULHV �HJ 9DQXDWX�

7RQJD� 6DPRD� WKH &RRN ,VODQGV� ZLWK SDWURO ERDWV� NQRZQ DV 3DFLILF 3DWURO %RDWV� EXW

WKLV LV RQO\ D OLPLWHG FDSDELOLW\� )RU H[DPSOH LW LV RI YLUWXDOO\ QR XVH LQ VXUYHLOODQFH RI

WKH 1RUWKHUQ &RRN ,VODQGV *URXS DQG LQ SDUWLFXODU RI WKH DUHD RI KLJK VHDV EHWZHHQ WKH

1RUWKHUQ &RRN ,VODQGV *URXS DQG WKH /LQH ,VODQGV RI .LULEDWL� ZKLFK LV FRQVLGHUHG

ORFDOO\ WR EH D SDUWLFXODU ULVN DV D SRWHQWLDO KDYHQ IRU SRDFKHUV VHHNLQJ WR ILVK LOOHJDOO\ LQ

ERWK &RRNV DQG .LULEDWL ZDWHUV� 7KLV DUHD LV PRUH WKDQ ����� NLORPHWUHV QRUWK RI

5DURWRQJD� 0RUHRYHU WKH KLJK RSHUDWLQJ FRVWV DVVRFLDWHG ZLWK WKHVH ERDWV OLPLW WKH

WLPH WKH\ DUH DEOH WR VSHQG DW VHD� 7KH\ DUH WKHUHIRUH YDOXDEOH SULQFLSDOO\ DV DQ DGMXQFW

WR DHULDO VXUYHLOODQFH� LH WR LQWHUFHSW D YHVVHO VSRWWHG IURP WKH DLU�

7RQJD KDV DOVR GHYHORSHG DQ DLU ZLQJ XQGHU WKH 7RQJD 'HIHQFH )RUFH ZLWK D %HHFK ��

DLUFUDIW FDSDEOH RI XQGHUWDNLQJ ORFDOLVHG VXUYHLOODQFH DQG DEOH WR EH XVHG DV D WUDLQLQJ

DLUFUDIW� 7KLV DLUFUDIW KDV D YHU\ OLPLWHG UDQJH DQG HQGXUDQFH E\ FRPSDULVRQ ZLWK WKH 3�

2ULRQ� WKRXJK LW KDV D OLPLWHG UDGDU V\VWHP�

2ULRQ DHULDO VXUYHLOODQFH LQ WKH 6RXWK 3DFLILF LV FRRUGLQDWHG ZLWK ORFDO DFWLYLWLHV�

LQFOXGLQJ WKH 906 DQG WKH 3DFLILF 3DWURO %RDWV� ,QIRUPDWLRQ IURP WKH 906 FDQ

LQGLFDWH WKDW LOOHJDO DFWLYLW\ PD\ EH WDNLQJ SODFH� D VXUYHLOODQFH IOLJKW FDQ FRQILUP

ZKHWKHU RU QRW WKLV LV WKH FDVH DQG JDWKHU LQIRUPDWLRQ DQG NQRZOHGJH WR DQ DSSURSULDWH

HYLGHQWLDO VWDQGDUG IRU GLSORPDWLF DQG SROLWLFDO DFWLRQ� DQG� ZLWKLQ UHDVRQ� WKH SDWURO

ERDW FDQ DSSUHKHQG WKH RIIHQGLQJ YHVVHO� 7KH WKUHH LQVWUXPHQWV ZRUNLQJ WRJHWKHU FDQ

SURYLGH WKH HYLGHQFH WKDW OHDGV WR VXFFHVVIXO SURVHFXWLRQV� ZKLFK DUH WKH EDVLV RI WKH

GHWHUUHQFH HIIHFW� 7KH PXOWLOD\HUHG HIIRUW LV IDU PRUH HIIHFWLYH WKDQ DQ\ RQH HOHPHQW RQ

LWV RZQ� &RQYHUVHO\� LI RQH HOHPHQW RI WKH SDFNDJH LV UHPRYHG� WKH RWKHU HOHPHQWV DUH

VXEVWDQWLDOO\ ZHDNHQHG�

��� %LODWHUDO FRQVWLWXWLRQDO UHVSRQVLELOLWLHV

1HZ =HDODQG KDV FRQVWLWXWLRQDO UHVSRQVLELOLWLHV IRU WKH &RRN ,VODQGV� 1LXH DQG 7RNHODX�

DQG D VSHFLDO UHODWLRQVKLS ZLWK 6DPRD� 3URWHFWLQJ DQG HQKDQFLQJ WKHLU HFRQRPLF

SURVSHULW\ LV D FRUH IRUHLJQ SROLF\ REMHFWLYH� %HFDXVH RI WKH FRQVWLWXWLRQDO UHODWLRQVKLS�

LW LV XQGHUVWRRG E\ RWKHU SOD\HUV LQ WKH UHJLRQ WKDW 1HZ =HDODQG ZLOO EH WKH SULQFLSDO

SRUW RI FDOO IRU DVVLVWDQFH IRU WKHVH FRXQWULHV�

����� &RRN ,VODQGV

7KH &RRN ,VODQGV &RQVWLWXWLRQ $FW ���� UHIHUV LQ JHQHUDO WHUPV WR DVVLVWDQFH ZLWK WKH

FRQGXFW RI GHIHQFH DQG IRUHLJQ DIIDLUV� ,Q NHHSLQJ ZLWK WKH HYROXWLRQ RI WKH &RRN
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,VODQGV¶ VHSDUDWH LQWHUQDWLRQDO SHUVRQDOLW\� WKHVH UHVSRQVLELOLWLHV WRGD\ ZRXOG RQO\ EH

H[HUFLVHG LQ UHVSRQVH WR D VSHFLILF UHTXHVW IURP WKH &RRN ,VODQGV IRU DVVLVWDQFH� HJ IRU

GLVDVWHU UHOLHI VXUYHLOODQFH�UHFRQQDLVVDQFH IOLJKWV RU IRU VHDUFK DQG UHVFXH SXUSRVHV�

1HYHUWKHOHVV� WKH H[SHFWDWLRQ WKDW 1HZ =HDODQG DVVLVWDQFH ZRXOG EH DYDLODEOH WR

GLVFKDUJH WKHVH UHVSRQVLELOLWLHV LV GHHSO\ DQG ZLGHO\ HQWUHQFKHG LQ WKH &RRN ,VODQGV�

����� 1LXH

7KH 1LXH &RQVWLWXWLRQ $FW LQFOXGHV VLPLODU JHQHUDO UHIHUHQFHV WR GHIHQFH DQG IRUHLJQ

DIIDLUV� DV ZHOO DV D UHIHUHQFH WR 1HZ =HDODQG SURYLGLQJ ³QHFHVVDU\ HFRQRPLF DQG

DGPLQLVWUDWLYH´ DVVLVWDQFH WR 1LXH�

,Q SUDFWLFH� 1HZ =HDODQG KDV XQGHUWDNHQ UHJXODU PDULWLPH SDWURO IOLJKWV RYHU WKH &RRN

,VODQGV DQG 1LXH ((=V� DV ZHOO DV SURYLGLQJ RWKHU DHULDO VXSSRUW UHTXHVWHG IURP WLPH WR

WLPH� HJ IRU GLVDVWHU UHOLHI RU VHDUFK DQG UHVFXH SXUSRVHV�

����� 7RNHODX

1HZ =HDODQG KDV VSHFLDO FRQVWLWXWLRQDO UHVSRQVLELOLWLHV IRU 7RNHODX� LQFOXGLQJ

UHVSRQVLELOLWLHV� DV D PHPEHU RI WKH 8QLWHG 1DWLRQV� IRU DVVLVWLQJ 7RNHODX WRZDUGV VHOI�

JRYHUQPHQW DQG PHHWLQJ WKH QHHGV RI 7RNHODX DW WKH QDWLRQDO OHYHO� 7RNHODX LV LQFOXGHG

ZLWKLQ WKH ERXQGDULHV RI 1HZ =HDODQG DQG LV DGPLQLVWHUHG XQGHU WKH 7RNHODX $FW ����

DQG LWV DPHQGPHQWV� 'XH WR 1HZ =HDODQG¶V FRPPLWPHQW WR DVVLVWLQJ 7RNHODX WR D

JUHDWHU GHJUHH RI VHOI�JRYHUQPHQW DQG HFRQRPLF VHOI�VXIILFLHQF\� 1HZ =HDODQG VWDWXWH

ODZ GRHV QRW DSSO\ WR WKH WHUULWRU\ XQOHVV H[SUHVVO\ H[WHQGHG WR 7RNHODX� ,Q SUDFWLFH

WKLV LV QRW GRQH ZLWKRXW 7RNHODX FRQVHQW�

$XWKRULW\ DQG LQWHUHVW LQ WKH ((= DURXQG WKH DUHD RI 7RNHODX KDV EHHQ GHYROYHG E\

PHDQV RI WKH 7RNHODX �7HUULWRULDO 6HD DQG ((=� $FW LQ ����� )RUHLJQ ILVKLQJ YHVVHOV

VHHNLQJ WR ILVK LQ 7RNHODX¶V ((= FDQ EH OLFHQVHG XQGHU WKH 7RNHODX �((=� )LVKLQJ

5HJXODWLRQV RI ����� $FFHVV IHHV IRU ((= ILVKLQJ KDYH SURYLGHG VLJQLILFDQW UHYHQXH IRU

7RNHODX LQ UHFHQW \HDUV �HJ 86���� PLOOLRQ ZDV HDUQHG ODVW \HDU XQGHU WKH 86 7XQD

7UHDW\��

0RYHV E\ 7RNHODX RYHU UHFHQW \HDUV WRZDUGV HFRQRPLF DQG SROLWLFDO VHOI�UHOLDQFH KDYH

EHHQ DFFRPSDQLHG E\ DVVXUDQFHV IURP 1HZ =HDODQG WKDW WKH SURFHVV ZRXOG QRW EH

KXUULHG EH\RQG D SDFH 7RNHODX ZDV FRPIRUWDEOH ZLWK� $V SDUW RI WKLV SURFHVV�

DJUHHPHQW ZDV UHDFKHG LQ 2FWREHU ���� EHWZHHQ WKH 0LQLVWHU RI )RUHLJQ $IIDLUV DQG

7UDGH DQG WKH 7RNHODX &RXQFLO RI )DLSXOH WR SURYLGH VXSSOHPHQWDU\ 2'$ DVVLVWDQFH IRU

WKH QH[W ILYH \HDUV WR VXSSRUW HIIRUWV WRZDUGV VHOI�JRYHUQPHQW� $W WKH WLPH WKLV

DJUHHPHQW ZDV UHDFKHG� LW ZDV VWDWHG H[SOLFLWO\ WKDW WKLV VXSSOHPHQWDU\ 2'$ ZDV RQO\

SDUW RI D ³ZLGHU UHODWLRQVKLS´ EHWZHHQ 1HZ =HDODQG DQG 7RNHODX� 0DULWLPH VXUYHLOODQFH

DQG ILVKHULHV SURWHFWLRQ ZHUH FLWHG DV H[DPSOHV RI WKLV ZLGHU UHODWLRQVKLS�

$V LW DGYDQFHV WRZDUGV JUHDWHU VHOI�UHOLDQFH LQ D QXPEHU RI DUHDV� 7RNHODX KDV DQ

H[SHFWDWLRQ WKDW LW ZLOO EH DEOH WR FRQWLQXH WR UHO\ RQ WUDGLWLRQDO 1HZ =HDODQG VXSSRUW LQ

RWKHU DUHDV� 0RQLWRULQJ RI LWV H[WHQVLYH ((= LV DQ LPSRUWDQW SDUW RI WKLV DVVLVWDQFH DQG
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LV VRPHWKLQJ WKDW 7RNHODX KDV QR FDSDFLW\ WR SURYLGH E\ LWVHOI� $V HOVHZKHUH LQ WKH

3DFLILF� WKLV DVVLVWDQFH KDV KDG GLUHFW EHQHILWV IRU 7RNHODX� )RU H[DPSOH DQ 51=$)

2ULRQ SDWURO LQ ���� IRXQG� LGHQWLILHG DQG SKRWRJUDSKHG D IRUHLJQ YHVVHO ILVKLQJ LOOHJDOO\

LQ 7RNHODX ZDWHUV� $V D GLUHFW UHVXOW RI WKH 2ULRQ SDWURO� WKDW YHVVHO ZDV VXVSHQGHG

IURP WKH ))$ UHJLRQDO UHJLVWHU RI YHVVHOV DQG KDV OHIW WKH UHJLRQ�

����� 6DPRD

8QGHU WKH 7UHDW\ RI )ULHQGVKLS ZLWK 6DPRD� ZKLFK VHW RXW WKH QDWXUH RI WKH VSHFLDO

UHODWLRQVKLS WKH WZR FRXQWULHV ZRXOG PDLQWDLQ IROORZLQJ 6DPRD¶V LQGHSHQGHQFH LQ �����

1HZ =HDODQG XQGHUWRRN WR ³FRQVLGHU V\PSDWKHWLFDOO\´ UHTXHVWV IURP 6DPRD IRU

³WHFKQLFDO� DGPLQLVWUDWLYH DQG RWKHU DVVLVWDQFH´� 3XUVXDQW WR WKLV VSHFLDO UHODWLRQVKLS�

1HZ =HDODQG KDV� LQ WKH SDVW� UHFHLYHG UHTXHVWV IRU VHDUFK DQG UHVFXH DVVLVWDQFH IURP

WKH 6DPRDQ DXWKRULWLHV YLD WKH 1DGL 5HVFXH &RRUGLQDWLRQ &HQWUH ZKLFK KDYH LQYROYHG

PDULWLPH SDWURO DFWLYLWLHV� 1HZ =HDODQG KDV DOVR UHVSRQGHG ZLOOLQJO\ WR UHTXHVWV IRU

GLVDVWHU UHOLHI �DQG WKLV KDV RIWHQ LQYROYHG 51=$) 3� 2ULRQ VXUYHLOODQFH UHFRQQDLVVDQFH

IOLJKWV IROORZHG E\ &��� GLVDVWHU UHOLHI IOLJKWV��

��� 5HJXODWLRQ RI +LJKO\ 0LJUDWRU\ 6SHFLHV RXWVLGH ((=V

5HFHQWO\ WZR PXOWLODWHUDO IUDPHZRUN DJUHHPHQWV KDYH EHHQ QHJRWLDWHG WR DVVLVW LQ WKH

FRQVHUYDWLRQ RI KLJKO\ PLJUDWRU\ VSHFLHV VXFK DV WXQD LQ WKH DUHDV RI LQWHUQDWLRQDO VHDV

EHWZHHQ ((=V� 7KH\ DUH�

x 7KH 81 )LVK 6WRFNV $JUHHPHQW� DQG

x WKH &RQYHQWLRQ RQ +LJKO\ 0LJUDWRU\ )LVK 6WRFNV LQ WKH &HQWUDO DQG :HVWHUQ

3DFLILF �FRPPRQO\ NQRZQ DV WKH :&3)&��

%RWK RI WKHVH DJUHHPHQWV KDYH LPSOLFDWLRQV IRU WKH IXWXUH PDULWLPH SDWURO QHHG�

DV WKH\ ERWK FRQWDLQ DUUDQJHPHQWV IRU FRRSHUDWLRQ LQ PRQLWRULQJ YHVVHOV EH\RQG

WKH 1HZ =HDODQG ((=� %RWK DJUHHPHQWV FRQWDLQ D JHQHUDO REOLJDWLRQ WR DVVLVW

GHYHORSLQJ 6WDWHV� ZKLFK LQ WKH :&3)& LQFOXGHV PRQLWRULQJ� FRQWURO DQG

VXUYHLOODQFH� 1HZ =HDODQG KDV VLJQHG ERWK RI WKHVH DJUHHPHQWV� DQG DOWKRXJK

WKH\ DUH QRW \HW OHJDOO\ LQ IRUFH� 1HZ =HDODQG LV REOLJHG QRW WR GHIHDW WKHLU REMHFW

RU SXUSRVH�

����� 81 )LVK 6WRFNV $JUHHPHQW�

7KH )LVK 6WRFNV $JUHHPHQW DLPV WR HQVXUH WKH ORQJ�WHUP FRQVHUYDWLRQ DQG VXVWDLQDEOH

XVH RI VWUDGGOLQJ DQG KLJKO\ PLJUDWRU\ ILVK VWRFNV EH\RQG DUHDV RI QDWLRQDO MXULVGLFWLRQ

E\ H[SDQGLQJ XSRQ WKH UHOHYDQW SURYLVLRQV RI 81&/26� 7KH )LVK 6WRFNV $JUHHPHQW LV

XQLTXH LQ WKDW LW SURYLGHV IRU�

x D OLPLWHG UHJXODWRU\ UHJLPH IRU WKH KLJK VHDV EH\RQG QDWLRQDO MXULVGLFWLRQ� DQG

x WKH HVWDEOLVKPHQW RI VXEUHJLRQDO DUUDQJHPHQWV WR HQVXUH WKDW ILVK VWRFNV DUH

FRQVHUYHG� LQFOXGLQJ E\ HVWDEOLVKLQJ FRRSHUDWLYH PHFKDQLVPV IRU PRQLWRULQJ�
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FRQWURO� VXUYHLOODQFH DQG HQIRUFHPHQW� 7KLV DOORZV *RYHUQPHQW UHSUHVHQWDWLYHV

RI RQH VWDWH WR ERDUG DQG LQVSHFW RQ WKH KLJK VHDV WKH YHVVHOV RI RWKHU VWDWHV

ZLWKLQ WKH UHJLRQDO DUUDQJHPHQW RU ZKLFK DUH SDUW\ WR WKH $JUHHPHQW�

7KH )LVK 6WRFNV $JUHHPHQW ZLOO FRPH LQWR IRUFH RQFH �� FRXQWULHV KDYH UDWLILHG LW� ,W

VHHPV OLNHO\ WKDW WKLV ZLOO RFFXU LQ WKH QH[W \HDU� 1HZ =HDODQG KDV QRW \HW UDWLILHG WKH

$JUHHPHQW� EXW VKRXOG KDYH WKH QHFHVVDU\ DGPLQLVWUDWLYH V\VWHPV LQ SODFH WR GR VR DW

WKH HQG RI 0DUFK �����

7KH )LVK 6WRFNV $JUHHPHQW KDV WZR PDMRU LPSOLFDWLRQV IRU 1HZ =HDODQG�

x LW FODULILHV DQG IXUWKHU GHILQHV 1HZ =HDODQG¶V ULJKWV DQG GXWLHV WR WDNH� DQG WR

FRRSHUDWH ZLWK RWKHUV LQ WDNLQJ� FRQVHUYDWLRQ PHDVXUHV LQ UHVSHFW RI KLJKO\

PLJUDWRU\ VWRFNV DQG VWUDGGOLQJ VWRFNV LQ 1HZ =HDODQG¶V ((= DQG WKH KLJK VHDV�

DQG

x LW UHTXLUHV 1HZ =HDODQG WR WDNH��� ³ VXFK PHDVXUHV DV PD\ EH QHFHVVDU\����WR

HQVXUH WKDW 1HZ =HDODQG�IODJJHG YHVVHOV ILVKLQJ RQ WKH KLJK VHDV FRPSO\ ZLWK

UHJLRQDO DQG VXEUHJLRQDO PDQDJHPHQW PHDVXUHV´�

,Q SUDFWLFH WKLV ZLOO LQ IXWXUH LPSRVH DQ DGGLWLRQDO PRQLWRULQJ� VXUYHLOODQFH DQG

HQIRUFHPHQW UHTXLUHPHQW LQ DUHDV RXWVLGH� EXW DGMDFHQW WR 1HZ =HDODQG¶V ((= � LQ

DUHDV ZLWKLQ RXU LPPHGLDWH DUHD RI LQWHUHVW� WKH 6RXWK 3DFLILF DQG 6RXWKHUQ 2FHDQV� ,Q

RUGHU WR XQGHUWDNH PRQLWRULQJ WKURXJK FRVW�HIIHFWLYH PHDQV LW ZLOO EH LPSRUWDQW WR

HQVXUH 906 LV SXW RQ DOO ILVKLQJ YHVVHOV LQ WKH UHJLRQ DQG RQ RXU RZQ YHVVHOV ZKHUHYHU

WKH\ DUH� %XW WKHUH PD\ DOVR EH D QHHG IRU VXSSOHPHQWDU\ PDULWLPH VXUYHLOODQFH SDWUROV

WR WUDYHO JUHDWHU GLVWDQFHV WR FRQGXFW DQG VXVWDLQ UHVRXUFH SURWHFWLRQ RSHUDWLRQV DQG WR

FRYHU ODUJHU RSHUDWLRQDO DUHDV�

����� &RQYHQWLRQ RQ +LJKO\ 0LJUDWRU\ )LVK 6WRFNV LQ WKH &HQWUDO DQG :HVWHUQ

3DFLILF

7KLV &RQYHQWLRQ� FRQFOXGHG LQ ����� DSSOLHG WKH JHQHUDO SULQFLSOHV HVWDEOLVKHG LQ WKH

)LVK 6WRFNV $JUHHPHQW WR WKH 3DFLILF UHJLRQ� 7KH 3DFLILF ,VODQGV )RUXP LQ .LULEDWL LQ

2FWREHU ���� GHVFULEHG LW LQ WKH &RPPXQLTXH LQ WKH IROORZLQJ WHUPV� ³7KH &RQYHQWLRQ

ZLOO HVWDEOLVK D OHJDOO\ ELQGLQJ FRQVHUYDWLRQ DQG PDQDJHPHQW UHJLPH WR HQVXUH� RQ D

FRRSHUDWLYH EDVLV ZLWK GLVWDQW ZDWHU ILVKLQJ SDUWQHUV� WKH PDLQWHQDQFH RI D VXVWDLQDEOH

ILVKHU\ IRU KLJKO\ PLJUDWRU\ VSHFLHV LQ WKH UHJLRQ� DV ZHOO DV HQKDQFH WKH HFRQRPLF

VHFXULW\ RI FRDVWDO VWDWHV� SDUWLFXODUO\ WKRVH ZKRVH HFRQRPLHV DUH KLJKO\ GHSHQGHQW RQ

WKLV UHVRXUFH�´

$PRQJ WKH IXQFWLRQV RI WKH &RPPLVVLRQ HQYLVDJHG LQ WKLV &RQYHQWLRQ DUH�

x WKH HVWDEOLVKPHQW RI FRRSHUDWLYH PHFKDQLVPV IRU HIIHFWLYH PRQLWRULQJ� FRQWURO�

VXUYHLOODQFH DQG HQIRUFHPHQW RI &RPPLVVLRQ GHFLVLRQV� DQG

x WKH FRPSLODWLRQ RI GDWD UHTXLUHG WR XQGHUSLQ WKH &RPPLVVLRQ¶V UHVRXUFH
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PDQDJHPHQW ZRUN�

7KH GHWDLO RI PRQLWRULQJ� VXUYHLOODQFH DQG GDWD FROOHFWLRQ UHJLPHV UHTXLUHG XQGHU WKH

&RQYHQWLRQ LV WR EH ZRUNHG WKURXJK DV SDUW RI WKH 3UHSDUDWRU\ &RQIHUHQFH SURFHVV�

1HZ =HDODQG LV WKH GHSRVLWRU\ IRU WKH &RQYHQWLRQ DQG LV WR KRVW WKH ILUVW 3UHSDUDWRU\

&RQIHUHQFH PHHWLQJ HDUO\ QH[W \HDU�

7KH UHTXLUHPHQW WR PDQDJH WKLV UHVRXUFH RYHU D ZLGH DUHD � JHQHUDOO\ �GXH WR VSHFLHV

EHLQJ KLJKO\ PLJUDWRU\�� WKH &HQWUDO 3DFLILF� ZLWKLQ WKH ((= RI )60 VRXWK WR 31* DQG

9DQXDWX� DQG :HVW WR WKH 3KLOLSSLQHV� � ZLOO EULQJ DGGLWLRQDO PRQLWRULQJ UHTXLUHPHQWV

IRU DOO 3DUWLHV� 'HILQLQJ WKH RSWLPXP IUHTXHQF\ RI VXUYHLOODQFH ZLOO EH GULYHQ E\ WKH

QHHG WR NQRZ RI WKH µVKDSH¶ RI ILVKLQJ DFWLYLW\ LQ WKH UHJLRQ� 2QFH WKDW LV NQRZQ� WKH

µVDPSOLQJ UDWH¶ FDQ EH GUDPDWLFDOO\ UHGXFHG WR D OHYHO WKDW PDLQWDLQV WKH NQRZOHGJH RI

WKDW FKDQJLQJ VKDSH RI DFWLYLW\� 6XSHULPSRVHG RQ WRS RI WKDW LV D UHTXLUHPHQW IRU PRUH

IRFXVHG DQG GLUHFWHG PRQLWRULQJ RI VSHFLILF DFWLYLWLHV DQG HQIRUFHPHQW UHVSRQVHV� DOO WKH

ZKLOH SURYLGLQJ SUHVHQFH DQG GHWHUUHQFH�

7KH &RQYHQWLRQ VSHFLILFDOO\ UHFRJQLVHV WKH VSHFLDO UHTXLUHPHQWV RI GHYHORSLQJ 6WDWH

SDUWLHV �DQG LQ SDUWLFXODU VPDOO LVODQG GHYHORSLQJ VWDWHV� DQG HQYLVDJHV ILQDQFLDO DQG

WHFKQLFDO DVVLVWDQFH WR KHOS WKHVH SDUWLHV� LQWHU DOLD� ZLWK PRQLWRULQJ� FRQWURO�

VXUYHLOODQFH� FRPSOLDQFH DQG HQIRUFHPHQW� 1HZ =HDODQG¶V UHVSRQVLELOLWLHV LQ WKLV DUHD

ZLOO FRQWLQXH WR EH PHW WKURXJK DVVLVWDQFH WR ))$ PHPEHUV�

��� 5HVSRQVH RI WKH 3DFLILF WR WKH 1HZ =HDODQG UROH

1HZ =HDODQG
V VXSSRUWLYH UROH LQ PDULWLPH VXUYHLOODQFH LV FOHDUO\ JUHDWO\ YDOXHG E\ WKH

UHJLRQ� 7KH 2ULRQ VXUYHLOODQFH IOLJKWV DUH D KLJKO\ YLVLEOH DQG SUDFWLFDO GHPRQVWUDWLRQ RI

1HZ =HDODQG¶V HQJDJHPHQW LQ WKH UHJLRQ� 7KHLU YHUVDWLOLW\ KDV HQDEOHG UHJLRQDO

DXWKRULWLHV WR PDNH IXOO XVH RI WKH RSSRUWXQLW\ WKH\ SURYLGH� E\ HJ DWWDFKLQJ SHUVRQQHO

WR VXUYHLOODQFH IOLJKWV IRU WUDLQLQJ SXUSRVHV�

7KH LPSRUWDQFH RI WKH ILVKHULHV UHVRXUFH DQG DVVLVWDQFH ZLWK PRQLWRULQJ DQG FRPSOLDQFH

KDV EHHQ D UHFXUUHQW WKHPH DW JDWKHULQJV RI 3DFLILF OHDGHUV� ,Q ����� )RUXP /HDGHUV

ZHOFRPHG WKH HIIRUWV RI WKH ))$ WR HQKDQFH PDULWLPH VXUYHLOODQFH JLYHQ WKH UROH VXFK

VXUYHLOODQFH SOD\V LQ DVVLVWLQJ 3DFLILF FRXQWULHV WR PDQDJH WKHLU ILVKHULHV UHVRXUFH DQG

HQIRUFH VRYHUHLJQW\� /HDGHUV DW WKH ��VW 3DFLILF ,VODQGV )RUXP LQ 7DUDZD ODVW PRQWK

UHLWHUDWHG WKH LPSRUWDQFH WKH\ DWWDFK WR ILVKHULHV LVVXHV� LQ SDUWLFXODU WKH VXVWDLQDEOH

PDQDJHPHQW RI WKH UHJLRQ¶V WXQD UHVRXUFH IRU IXWXUH JHQHUDWLRQV� DQG FDOOHG XSRQ DOO

))$ 0HPEHUV DQG ILVKLQJ QDWLRQV WR LPSOHPHQW WKH ))$¶V 9HVVHO 0RQLWRULQJ 6\VWHP�

7KH &RRN ,VODQGV KDYH UHFHQWO\ FRPPHQWHG RQ WKH H[SDQGLQJ UROH IRU ILVKHULHV

VXUYHLOODQFH XQGHU QHZ UHJLRQDO ILVKHULHV DUUDQJHPHQWV�

&RQFOXVLRQ

:KLOH VRPH 3DFLILF FRXQWULHV KDYH D OLPLWHG PDULWLPH VXUYHLOODQFH FDSDELOLW\� LW GRHV QRW

PHHW WKH QHHG� 7KH UHJLRQDO LQVWLWXWLRQV� ZLWK VXSSRUW IURP 1=� KDYH VRPH OLPLWHG

FDSDELOLW\� 7KHUH LV QHYHUWKHOHVV D FRQWLQXLQJ H[SHFWDWLRQ RQ WKH SDUW RI RXU 3DFLILF

QHLJKERXUV WKDW 1HZ =HDODQG DQG $XVWUDOLD ZLOO SURYLGH VXSSRUW IRU UHVRXUFH SURWHFWLRQ
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DFWLYLWLHV� VHDUFK DQG UHVFXH� GLVDVWHU UHOLHI DQG GHYHORSPHQW DVVLVWDQFH�

0HHWLQJ WKLV H[SHFWDWLRQ LV FRQVLVWHQW ZLWK WKH UDQJH RI LQWHUHVWV 1HZ =HDODQG KDV LQ

WKH 3DFLILF� 7KHVH JR EH\RQG WKRVH ZH KDYH ZLWK DQ\ RWKHU UHJLRQ LQ WKH ZRUOG DQG

HPEUDFH SROLWLFDO� VHFXULW\� HFRQRPLF� GLSORPDWLF� HQYLURQPHQWDO� KXPDQ ULJKWV DQG

FRQVWLWXWLRQDO REOLJDWLRQV� $QG� ZLWK WKH VXEVWDQWLDO FKDOOHQJHV IDFLQJ WKH 3DFLILF UHJLRQ

� DV ZHOO DV WKH PHDJUH ORFDO UHVRXUFHV DYDLODEOH WR GHDO ZLWK WKHVH � WKHUH LV D

SURSRUWLRQDWHO\ JUHDWHU FDOO RQ 1HZ =HDODQG� DV RQH RI WKH UHJLRQ¶V ELJJHU SOD\HUV� WR

SURYLGH VXFK DVVLVWDQFH� ,W LV LQ 1HZ =HDODQG¶V GLUHFW LQWHUHVW WKDW WKH 3DFLILF EH D

VHFXUH QHLJKERXUKRRG DQG WKDW 3DFLILF FRXQWULHV¶ HFRQRPLF SURVSHFWV EH DGYDQFHG

WKURXJK HQKDQFHG XWLOLVDWLRQ RI WKHLU OLPLWHG UHVRXUFH EDVH� LQFOXGLQJ WKHLU PDULWLPH

UHVRXUFHV� 0DULWLPH SDWUROV� FRQGXFWHG E\ WKH 51=$) 3� 2ULRQV� PDNH D VLJQLILFDQW

FRQWULEXWLRQ ERWK WR 3,&V DQG LQ VXSSRUW RI 1HZ =HDODQG¶V GLUHFW LQWHUHVWV LQ WKH

UHJLRQ�
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% 0,/,7$5< 5(48,5(0(176

7KH 'HIHQFH 3ROLF\ )UDPHZRUN VHWV RXW D QXPEHU RI NH\ REMHFWLYHV� 7KHVH LQFOXGH WKH

HQIRUFHPHQW RI VRYHUHLJQW\ DV ZHOO DV WKH UHJLRQDO DQG LQWHUQDWLRQDO VHFXULW\ GLPHQVLRQ�

$ PLOLWDU\ UROH LQ PDULWLPH VXUYHLOODQFH ZRXOG HQKDQFH HDFK RI WKHVH� IRU WKH UHDVRQV VHW

RXW EHORZ� *RYHUQPHQW¶V REMHFWLYHV DUH�

x WR GHIHQG 1HZ =HDODQG DQG WR SURWHFW LWV SHRSOH� ODQG� WHUULWRULDO ZDWHUV� ((=�

QDWXUDO UHVRXUFHV DQG FULWLFDO LQIUDVWUXFWXUH�

x WR PHHW RXU DOOLDQFH FRPPLWPHQWV WR $XVWUDOLD E\ PDLQWDLQLQJ D FORVH GHIHQFH

SDUWQHUVKLS LQ SXUVXLW RI FRPPRQ VHFXULW\ LQWHUHVWV�

x WR DVVLVW LQ WKH PDLQWHQDQFH RI VHFXULW\ LQ WKH 6RXWK 3DFLILF DQG WR SURYLGH

DVVLVWDQFH WR RXU 3DFLILF QHLJKERXUV�

x WR SOD\ DQ DSSURSULDWH UROH LQ WKH PDLQWHQDQFH RI VHFXULW\ LQ WKH $VLD�3DFLILF

UHJLRQ� LQFOXGLQJ PHHWLQJ RXU REOLJDWLRQV DV D PHPEHU RI WKH )3'$� DQG

x WR FRQWULEXWH WR JOREDO VHFXULW\ DQG SHDFHNHHSLQJ WKURXJK SDUWLFLSDWLRQ LQ WKH

IXOO UDQJH RI 81 DQG RWKHU DSSURSULDWH PXOWLODWHUDO SHDFH VXSSRUW DQG

KXPDQLWDULDQ UHOLHI RSHUDWLRQV�

:H GLVFXVV WKHVH REMHFWLYHV EHORZ LQ WKH FRQWH[W RI &DELQHW¶V GLUHFWLYH WR H[DPLQH

ZKHWKHU D PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ VKRXOG EH PDLQWDLQHG� ,W VKRXOG EH ERUQH

LQ PLQG� DV DOUHDG\ QRWHG� WKDW WKHUH LV RIWHQ DQ RYHUODS EHWZHHQ WKH FLYLOLDQ DQG PLOLWDU\

REMHFWLYHV�
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� '()(1&( 2) 629(5(,*17<

$ PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LV UHTXLUHG LQ GHIHQFH RI 1HZ =HDODQG VRYHUHLJQW\

x WR EH DEOH WR JLYH IXOO FRYHUDJH WR WKH 1HZ =HDODQG ]RQH LQ WKH H[WUHPHV RI ZHDWKHU DQG

VHD VWDWHV�

x WR DFW DV D GHWHUUHQW WR EUHDFKHV RI VRYHUHLJQW\ DQG LQGLFDWH SUHSDUHGQHVV WR XVH IRUFH LQ

GHIHQFH RI 1HZ =HDODQG¶V VRYHUHLJQW\�

x WR DOORZ FRRSHUDWLRQ ZLWK PLOLWDU\ IRUFHV IURP RWKHU FRXQWULHV LQ FRPEDWLQJ WUDQVQDWLRQDO

FULPH DFWLYLWLHV�

x WR SURYLGH IRUFH SURWHFWLRQ LQ WKH HYDFXDWLRQ RI 1HZ =HDODQGHUV LQ HPHUJHQFLHV�

'HIHQFH RI VRYHUHLJQW\ � WKH SURWHFWLRQ RI 1HZ =HDODQG¶V LQWHUHVWV LQFOXGLQJ LWV

PDULWLPH LQWHUHVWV � LV D NH\ WDVN� 7KH 'HIHQFH 3ROLF\ )UDPHZRUN LGHQWLILHV D QXPEHU

RI UROHV DQG WDVNV IRU WKH 1=') LQ GHIHQGLQJ VRYHUHLJQW\ DW KRPH DQG LQ LWV

QHLJKERXUKRRG� ,W VWDWHV WKDW ZLWKLQ 1HZ =HDODQG DQG LWV QHLJKERXUKRRG� WKH 1=')

ZLOO EH XVHG WR�

x HQVXUH WKH VRYHUHLJQW\ RI RXU WHUULWRULDO ZDWHUV DQG RXU ULJKWV DQG LQWHUHVWV LQ

RXU ((=�

x SURWHFW RXU LQWHUHVWV LQ WKH 6RXWKHUQ 2FHDQ DQG 5RVV 'HSHQGHQF\�

x FRXQWHU DQ\ WKUHDW SRVHG E\ WHUURULVP RU DFWV RI VDERWDJH� DQG

x SURYLGH VXSSRUW LQ FLYLO GHIHQFH DQG RWKHU HPHUJHQFLHV�

��� 1HZ =HDODQG ZDWHUV DQG WKH ((=

7KHUH DUH WZR NH\ DVSHFWV WR WKH GHIHQFH RI VRYHUHLJQW\� 7KHVH DUH�

x WR GHIHQG 1HZ =HDODQG¶V ULJKWV LQ LWV ((=� DQG

x WR SURWHFW 1HZ =HDODQG¶V PDULQH UHVRXUFHV�

$V ZH QRWHG LQ WKH VHFWLRQ RQ FLYLOLDQ QHHGV� WKH PDULWLPH SDWURO UHTXLUHPHQW LV OLNHO\ WR

LQFUHDVH� EHFDXVH�

x 2QFH 1HZ =HDODQG¶V FRQWLQHQWDO VKHOI LV GHOLQHDWHG XQGHU 81&/26 LQ ���� WKH

DFNQRZOHGJHG DUHD RYHU ZKLFK 1HZ =HDODQG KDV UHVSRQVLELOLW\ UHODWLQJ WR
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H[SORLWDWLRQ RI WKH VHDEHG DQG WR FRQWURO PDULQH VFLHQWLILF UHVHDUFK ZLOO LQFUHDVH�

x LW LV OLNHO\ WKDW� DV JOREDO ILVKHULHV UHVRXUFHV EHFRPH LQFUHDVLQJO\ GHSOHWHG�

SUHVVXUH RQ 1HZ =HDODQG¶V ((=� WKH 6RXWKHUQ 2FHDQ DQG 3DFLILF 2FHDQV ZLOO

LQFUHDVH� DQG VR ZLOO LOOHJDO ILVKLQJ�

x WKH WKUHDW IURP WUDQVQDWLRQDO FULPH DQG LOOHJDO LPPLJUDWLRQ LV LQFUHDVLQJ� DQG

WKHUH ZLOO EH RQJRLQJ 6$5 DQG GLVDVWHU UHOLHI UHTXLUHPHQWV�

x D QHZ UHTXLUHPHQW WR SDWURO EH\RQG LQWUD�]RQDO DUHDV RI KLJK VHDV ZLOO DULVH

ZKHQ WKH )LVK 6WRFNV $JUHHPHQW DQG &RQYHQWLRQ RQ +LJKO\ 0LJUDWRU\ )LVK

6WRFNV LQ WKH &HQWUDO DQG :HVWHUQ 3DFLILF HQWHU LQWR IRUFH� DQG

x WKRVH DJUHHPHQWV PD\ UHTXLUH 1HZ =HDODQG WR SURYLGH IXUWKHU DVVLVWDQFH WR WKH

3,&V LQ ILVKHULHV VXUYHLOODQFH�

,Q RUGHU DGHTXDWHO\ WR FRYHU WKH VXUYHLOODQFH DVSHFWV RI WKH IXOO UDQJH RI VRYHUHLJQ

LQWHUHVWV� 1HZ =HDODQG¶V IXWXUH PDULWLPH FDSDELOLW\ PXVW WKHUHIRUH� LQ DGGLWLRQ WR D

SXUHO\ ORFDO FDSDELOLW\� KDYH DQ DELOLW\ WR�

x VXVWDLQ LWVHOI DQG SHUIRUP HIIHFWLYHO\ RYHU H[WUDRUGLQDULO\ ORQJ UDQJHV � XS WR

���� QDXWLFDO PLOHV IURP 1HZ =HDODQG � LQ WKH IXUWKHVW UHDFKHV RI WKH ]RQH WKHUH

DUH QR DOWHUQDWLYH DLUSRUWV�

x DQG LQ VHYHUH ZHDWKHU FRQGLWLRQV�

x KDYH WKH VSHHG WR UHDFK WKH DUHD RI RSHUDWLRQV EHIRUH D VXVSHFWHG RIIHQGHU KDV

PRYHG RQ�

x KDYH HQGXUDQFH WR VXVWDLQ LWVHOI WKHUH ZKLOH FROOHFWLQJ HYLGHQFH� FDUU\LQJ RXW D

6$5 VHDUFK RU UHSRUWLQJ RQ GDPDJH� DQG

x KDYH DSSURSULDWH VHQVRUV DQG FRPPDQG DQG FRQWURO V\VWHPV�

7KHVH UHTXLUHPHQWV VHYHUHO\ UHVWULFW WKH OLVW RI RSWLRQV IRU WKH ORQJ�UDQJH ZRUN�

0RUHRHYHU WKH GLIILFXOW FRQGLWLRQV DFURVV PXFK RI WKH 1HZ =HDODQG DUHD RI

UHVSRQVLELOLW\� DQG WKH YDVW GLVWDQFHV LQYROYHG� SRLQW WR WKH QHHG IRU VSHFLDOLVHG VNLOOV

DQG HTXLSPHQW�

&XUUHQWO\ WKH *RYHUQPHQW XVHV WKH 3� 2ULRQ DV WKH SULQFLSDO PHDQV IRU PDULWLPH

VXUYHLOODQFH LQ WKH 6RXWKHUQ 2FHDQ� FRPSOHPHQWHG E\ LQIRUPDWLRQ IURP ILVKLQJ YHVVHOV�

LQWHOOLJHQFH DQG� IURP WLPH WR WLPH� VXUIDFH VXUYHLOODQFH YHVVHOV�

7KH 2ULRQ LV RSHUDWHG E\ WKH 51=$)� EHFDXVH LW LV D PLOLWDU\ DLUFUDIW� DQG WKH PLOLWDU\

KDV WKH WUDLQLQJ DQG VNLOO OHYHO WR GR VR� $ PLOLWDU\ DLUFUDIW VXFK DV WKH 2ULRQ KDV WKH

DGYDQWDJH RI WKH FDSDELOLW\ DQG WKH IOH[LELOLW\ WR SHUIRUP D UDQJH RI WDVNV UDQJLQJ� RQ D

FRQWLQXXP� IURP WKH SXUHO\ FLYLOLDQ WR WKH TXDVL�PLOLWDU\ WR WKH SXUHO\ PLOLWDU\� 7KXV� DV
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ZHOO DV PRQLWRULQJ EUHDFKHV RI 1HZ =HDODQG¶V ]RQH RI UHVSRQVLELOLW\ LW FDQ WDNH

HQIRUFHPHQW DFWLRQ� )RU H[DPSOH LW LV DEOH WR SXUVXH DQG FROOHFW IURP WKH DLU GDWD RQ

VXUIDFH DFWLYLW\ WKDW LV RI HYLGHQWLDO VWDQGDUG IRU VXEVHTXHQW SROLFH RU GLSORPDWLF DFWLRQ�

$V D PLOLWDU\ DVVHW� LW JLYHV D VWURQJ PHVVDJH WR RIIHQGHUV ZKR DUH DWWHPSWLQJ WR HYDGH

ODZ HQIRUFHPHQW� ,Q WKH HDUO\ VWDJHV RI WKH HVWDEOLVKPHQW RQ RXU ((=� LW ZDV XVHG WR

GHPRQVWUDWH WKH FDSDFLW\ DQG WKH ZLOO RI WKH 1HZ =HDODQG *RYHUQPHQW WR GHIHQG LWV

]RQH�

7KH 2ULRQ LV XVHG LQ D QXPEHU RI FRXQWULHV IRU DHULDO PDULWLPH VXUYHLOODQFH� $OWKRXJK LW

LV IUHTXHQWO\ XVHG IRU FLYLOLDQ WDVNV� DV LQ 1HZ =HDODQG� LW LV LQWHQGHG WR EH RSHUDWHG E\

PLOLWDU\ XVHUV� $SSURYDO RI WKH 8QLWHG 6WDWHV *RYHUQPHQW� IURP ZKLFK WKH DLUFUDIW ZHUH

SURFXUHG� ZRXOG EH UHTXLUHG EHIRUH WKH DLUFUDIW FRXOG EH VROG WR D FRPPHUFLDO XVHU� %\

KDYLQJ D PLOLWDU\ FDSDELOLW\� 1HZ =HDODQG KDV DW LWV GLVSRVDO D VXLWH RI RSWLRQV LQ

UHVSRQGLQJ WR EUHDFKHV RI VRYHUHLJQW\� &RQYHUVHO\� QRW WR KDYH WKLV IOH[LELOLW\ ZRXOG

OLPLW WKH RSWLRQV IRU SURVHFXWLQJ RXU QDWLRQDO LQWHUHVWV LQ WKH HYHQW RI D VHULRXV EUHDFK

RI VRYHUHLJQW\�

$ PLOLWDU\ FDSDELOLW\ LQ DHULDO PDULWLPH VXUYHLOODQFH DOVR JRHV WR WKH GHPRQVWUDWLRQ RI

JRYHUQPHQW FRPPLWPHQW WR XSKROGLQJ VRYHUHLJQW\� 8VLQJ D PLOLWDU\ FDSDELOLW\� LQ

PLOLWDU\ OLYHU\� VHUYHV WZR YDOXDEOH SXUSRVHV�

x DV D GHWHUUHQW

x DV D VWDWHPHQW RI LQWHQW

7KHUH LV QR KLJKHU GHWHUUHQW WR ZRXOG�EH ZURQJGRHUV WKDQ D YLVLEOH PLOLWDU\

SUHVHQFH� 7KLV KDV EHHQ GRFXPHQWHG RYHUVHDV LQ UHVSHFW RI GUXJ VPXJJOHUV RII WKH

8QLWHG 6WDWHV FRDVW�

6LPLODUO\� WKHUH LV QR JUHDWHU VWDWHPHQW WKDW D FRXQWU\ PHDQV EXVLQHVV WKDQ ZKHQ LW LV

SUHSDUHG WR EDFN LWV VWDWHPHQWV ZLWK WKH WKUHDW RI XVH RI IRUFH� LI QHFHVVDU\� 7KLV ZDV DQ

LPSRUWDQW FDOFXODWLRQ LQ 2SHUDWLRQ 0DZVRQL� ZKHUH WKH *RYHUQPHQW PRXQWHG D VHULHV

RI 2ULRQ SDWUROV LQWR WKH 6RXWKHUQ 2FHDQ� EDFNHG E\ WKH IULJDWH 7H .DKD� LQ GHIHQFH RI

JRYHUQPHQW ILVKHULHV FRQVHUYDWLRQ REMHFWLYHV� �7H .DKD ZLOO EH HYHQ EHWWHU HTXLSSHG

IRU WKLV UROH ZLWK WKH DGGLWLRQ RI WZLQ HQJLQH 6HDVSULWH KHOLFRSWHUV�� $OWKRXJK QR LOOHJDO

ILVKHUV ZHUH IRXQG GXULQJ WKDW SDUWLFXODU RSHUDWLRQ� WKH H[HUFLVH DFKLHYHG WKH WZLQ

SROLWLFDO REMHFWLYHV RI GHWHUUHQFH DQG D GHPRQVWUDWLRQ RI LQWHQW� 7KH ORQJ UDQJH DHULDO

PLOLWDU\ SDWURO FDSDELOLW\ LV D FUXFLDO SDUW RI WKH DELOLW\ WR EDFN XS VXVSHFWHG LOOHJDO

DFWLYLWLHV LQ RXU DUHD RI UHVSRQVLELOLW\ ZLWK HYLGHQFH DQG WKH IOH[LELOLW\ WR PDNH D

JUDGXDWHG UHVSRQVH WR WKH KLJKHVW OHYHOV �PLOLWDU\ HQIRUFHPHQW��

)URP D IRUHLJQ DQG VHFXULW\ SROLF\ SRLQW RI YLHZ D PLOLWDU\ HQIRUFHPHQW FDSDELOLW\

LV WKH VWURQJHVW GHWHUUHQW DYDLODEOH WR DQ\ VWDWH� ,W GHPRQVWUDWHV D JRYHUQPHQW

FRPPLWPHQW WR XSKROG LWV VRYHUHLJQ ULJKWV LQ UHVSHFW RI DFFHVV WR RXU ]RQH DQG

DFFHVV WR UHVRXUFHV� 7KHUH LV QR FOHDUHU GHPRQVWUDWLRQ RI *RYHUQPHQW LQWHQW WKDQ

LWV XVH RI PLOLWDU\ DVVHWV LQ VXSSRUW RI GLSORPDWLF JRDOV�

����� 7UDQVQDWLRQDO FULPH
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7UDQVQDWLRQDO FULPH LV EHFRPLQJ JOREDO LQ UHDFK� DV GHPRQVWUDWHG E\ WKH LQWHUHVW WKH 81

LV WDNLQJ� DQG E\ RWKHU JOREDO DQG UHJLRQDO LQLWLDWLYHV WR DGGUHVV WKH SUREOHP� $FWLYLWLHV

DJDLQVW WUDQVQDWLRQDO FULPH DUH QRZ QR ORQJHU OLPLWHG WR QDWLRQDO MXULVGLFWLRQV� $W WKH

WRS HQG RI WKH FROOHFWLYH HIIRUW D PLOLWDU\ FDSDELOLW\ LV UHTXLUHG� EHFDXVH�

x D ORQJ UDQJH LV UHTXLUHG WR FRXQWHU WKH WKUHDW WR 1HZ =HDODQG�

x D OLQNDJH LV UHTXLUHG LQWR WKH LQWHOOLJHQFH V\VWHPV RI RWKHU LQWHUHVWHG SDUWLHV �RI

WKH VRUW WKDW RQO\ D PLOLWDU\ SODWIRUP FDQ SURYLGH��

x WKHUH LV DQ LQFUHDVLQJ QHHG IRU D FDSDELOLW\ WKDW FDQ WKUHDWHQ WR� RU FDQ XVH� UHDO

IRUFH DQG

x WKH LVVXH LV RQH RI QDWLRQDO VHFXULW\�

0LOLWDU\ DVVHWV DUH XVHG LQWHU DOLD E\ WKH &DQDGLDQV� $XVWUDOLDQV� %ULWLVK DQG

$PHULFDQV WR FRPEDW WUDQVQDWLRQDO FULPH DFWLYLWLHV� $OO RI WKHVH FRXQWULHV XVH D

PLOLWDU\ SODWIRUP DV SDUW RI WKHLU HIIRUWV WR FRXQWHU WUDQVQDWLRQDO FULPH EHFDXVH RI

WKH QDWLRQDO VHFXULW\ LQWHUHVW LQ FRXQWHULQJ VXFK DFWLYLWLHV DQG WKH NH\

FRQWULEXWLRQ LQIRUPDWLRQ JDWKHUHG IURP DHULDO VXUYHLOODQFH FDQ PDNH WR WKH

QDWLRQDO GHFLVLRQ PDNLQJ SURFHVV�

����� (PHUJHQFLHV

$ PLOLWDU\ SODWIRUP FDQ DOVR EH LPSRUWDQW LQ VLWXDWLRQV ZKHUH 1HZ =HDODQGHUV PLJKW

QHHG WR EH HYDFXDWHG� 7KH 3� 2ULRQ¶V VSHFLDOLVHG PLOLWDU\ HTXLSPHQW PD\ EH QHHGHG�

SDUWLFXODUO\ LQ KRVWLOH FLUFXPVWDQFHV� WR JDLQ NQRZOHGJH LPSRUWDQW WR WKH VXFFHVV RI WKH

HYDFXDWLRQ PLVVLRQ� :LWK WKH WKUHDW IURP VR�FDOOHG DV\PPHWULF ZDUIDUH� ZKHUH

XQVRSKLVWLFDWHG XVH RI IRUFH� DV LQ D WHUURULVW DFWLRQ� FDQ FDXVH D ORW RI GDPDJH� D

PLOLWDU\ DHULDO SDWURO FDSDELOLW\ RIIHUV SURWHFWLRQ WR 1HZ =HDODQG DVVHWV DQG VKLSV

LQYROYHG�

0LOLWDU\ PDULWLPH SDWURO DLUFUDIW DUH UHTXLUHG LQ WKHVH FLUFXPVWDQFHV� 1RW WR KDYH WKHP

DVVXPHV WKDW ZH ZLOO DOZD\V EH ZRUNLQJ LQ D EHQLJQ HQYLURQPHQW� RU WKDW VRPHRQH HOVH

ZLOO SURWHFW RXU RWKHU PLOLWDU\ DVVHWV ZKLOH WKH\ GHSOR\� 1HLWKHU RI WKHVH DVVXPSWLRQV LV

D VDIH RQH� :KLOH WKH HYDFXDWLRQ RI 6RORPRQ ,VODQGV ZDV EHORZ WKH WKUHVKROG ZKHUH DLU

VXUYHLOODQFH ZDV UHTXLUHG� DQG WKH LQLWLDO 1HZ =HDODQG GHSOR\PHQW WR (DVW 7LPRU UHOLHG

RQ $XVWUDOLDQ DLU FRYHU� LW ZRXOG QRW EH VDIH WR DVVXPH WKDW DOO VXFK PLVVLRQV LQ WKH

IRUHVHHDEOH IXWXUH ZLOO WDNH SODFH LQ VLPLODU HQYLURQPHQWV� RU WKDW RWKHU FRXQWULHV ZLOO

QHFHVVDULO\ EH LQ D SRVLWLRQ WR SURWHFW 1HZ =HDODQG PLOLWDU\ DVVHWV DV WKH\ GHSOR\�

$HULDO VXUYHLOODQFH SURYLGHV WKH LQIRUPDWLRQ QHHGHG TXLFNO\ WR WDNH WKH EHVW

GHFLVLRQV� 1RW WR KDYH WKLV FDSDELOLW\ ZRXOG OLPLW RXU IUHHGRP RI DFWLRQ LQ IXWXUH

UHVSRQVHV WR GLUHFW DQG LQGLUHFW WKUHDWV WR 1HZ =HDODQG LQWHUHVWV� LQ D ZD\ WKDW

PD\ EH LQLPLFDO WR WKH GHVLUHG RXWFRPH�
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� 7+( 3$&,),&

$ PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LV UHTXLUHG LQ WKH 3DFLILF

x WR HQDEOH DVVLVWDQFH WR EH JLYHQ WR 3,& JRYHUQPHQWV LQ FRXQWHULQJ QRQ�WUDGLWLRQDO WKUHDWV

WR WKHLU VHFXULW\ � RYHU WKH GLVWDQFHV DQG LQ WKH FRQGLWLRQV WKDW SUHYDLO LQ WKH 6RXWK

3DFLILF�

x WR GHPRQVWUDWH� WKURXJK WKH GHSOR\PHQW RI PLOLWDU\ DVVHWV� 1HZ =HDODQG¶V SUHSDUHGQHVV

WR DVVLVW ZLWK SURWHFWLRQ RI VRYHUHLJQW\ DQG UHVRXUFHV�

x WR PDLQWDLQ WKH DELOLW\ WR FRQGXFW PLOLWDU\ RSHUDWLRQV LQ WKH 6RXWK 3DFLILF�

1HZ =HDODQG¶V )RUHLJQ DQG 6HFXULW\ 3ROLF\ &KDOOHQJHV QRWHG WKH FHQWUDO SODFH RI WKH

3DFLILF LQ 1HZ =HDODQG¶V IRUHLJQ DQG VHFXULW\ SROLF\� WKH IUDJLOLW\ RI 3DFLILF VRFLHWLHV

DQG WKH ODFN RI LQGHSHQGHQW PHDQV WR SURWHFW WKHPVHOYHV� 7KH 3DFLILF ,VODQG FRXQWULHV

�3,&V� DUH RXU QHLJKERXUV� :H KDYH FRPPRQ LQWHUHVWV WKDW FDQ EHVW EH SXUVXHG WKURXJK

SDUWQHUVKLS�

:KLOH WKH 3DFLILF GRHV QRW IDFH DQ H[WHUQDO GHIHQFH WKUHDW LQ WKH FRQYHQWLRQDO VHQVH� WKH

3,&V IDFH WKH VDPH FULPLQDO WKUHDWV ZH IDFH � WUDQVQDWLRQDO ILQDQFLDO VFDPV� GUXJV�

LOOHJDO LPPLJUDWLRQ�SHRSOH VPXJJOLQJ DQG UHVRXUFH SRDFKLQJ� 0RVW ORFDO SROLFH DQG

PLOLWDU\ IRUFHV� ZKHUH WKH\ H[LVW� GR QRW KDYH WKH FDSDFLW\ WR GHDO ZLWK WKHVH SUREOHPV�

:KLOH� DV QRWHG EHIRUH� ZH DUH FRQVWLWXWLRQDOO\ ERXQG WR DVVLVW WKH &RRN ,VODQGV� 1LXH

DQG 7RNHODX� LW LV DOVR LQ 1HZ =HDODQG LQWHUHVWV WR DVVLVW RWKHU 3,&V WR PDLQWDLQ D VWDEOH

VRFLHW\ DQG WR SUHYHQW WKHVH ORZ�OHYHO WKUHDWV IURP WDNLQJ D KROG RU KDYLQJ DQ LPSDFW LQ

RXU QHLJKERXUKRRG� :H GR WKLV LQ D UDQJH RI ZD\V� LQFOXGLQJ E\ GHYHORSLQJ VWURQJ

OLQNV EHWZHHQ 1HZ =HDODQG RUJDQLVDWLRQV VXFK DV &XVWRPV DQG 3ROLFH DQG WKHLU 3DFLILF

,VODQG FRXQWHUSDUWV�

,Q WKH 3DFLILF WKHUH LV D FRQVLGHUDEOH RYHUODS EHWZHHQ SXUHO\ FLYLOLDQ DQG PLOLWDU\ WDVNV�

%HFDXVH RI WKH PXOWLSOLFLW\ RI WDVNV � ILVKHULHV VXUYHLOODQFH� FULPLQDO DFWLYLW\� LOOHJDO

PLJUDWLRQ� GLVDVWHU UHOLHI� 6$5 DQG HYDFXDWLRQ� RSHUDWLRQV LQ WKH SDVW KDYH EHHQ RQ D

³ZKROH RI *RYHUQPHQW´ EDVLV� ZLWK WKH PLOLWDU\ DLUFUDIW GRLQJ D YDULHW\ RI WDVNV IRU

YDULRXV DJHQFLHV RQ DQ\ RQH VRUWLH �DQG DEOH WR DFFRPPRGDWH QHZ WDVNLQJ DW YHU\ VKRUW

QRWLFH WR IROORZ XS RQ GHYHORSLQJ VLWXDWLRQV�� DQG UHSRUWLQJ WR D UDQJH RI 1HZ =HDODQG�

EDVHG DJHQFLHV DV ZHOO DV ORFDO 3DFLILF DJHQFLHV� %\ KDYLQJ WUDLQHG FUHZ �DQG IUHTXHQWO\

FLYLOLDQ REVHUYHUV� RQ DQ\ RQH IOLJKW� WKH SRWHQWLDO V\QHUJLHV DUH PD[LPLVHG IRU WKH

EHQHILW RI VR WKDW QDWLRQDO UHVSRQVHV�

7KH GLVWDQFHV LQYROYHG UHTXLUH D PDULWLPH VXUYHLOODQFH DLUFUDIW ZLWK PD[LPXP

UDQJH DQG HQGXUDQFH� ,W PD\ QHHG WR IO\ YDVW GLVWDQFHV WR IXOILO DQ\ RQH RI WKH

YDULHW\ RI QHFHVVDU\ WDVNV� 3DUWLFXODUO\ LQ WKH HYHQW RI D GLVDVWHU� LW FDQQRW UHO\ RQ

EHLQJ DEOH WR ODQG DQG WDNH RII DJDLQ� 7KH FXUUHQW XVH RI WKH 3� 2ULRQ�
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x HQDEOHV 1HZ =HDODQG WR FRYHU WKH YDVW GLVWDQFHV UHTXLUHG�

x RIIHUV D YDOXDEOH GHWHUUHQW WR LOOHJDO DFWLYLWLHV LQ ZDWHUV RI LQWHUHVW DQG FRQFHUQ

WR 1HZ =HDODQG�

x HQDEOHV XV� YLD SRVW GLVDVWHU VXUYHLOODQFH�UHFRQQDLVVDQFH IOLJKWV WR PDNH HDUO\

DQG DFFXUDWH DVVHVVPHQWV RI GLVDVWHU GDPDJH� $ SDUWLFXODU IHDWXUH RI WKH 3�

2ULRQ LV LWV XWLOLW\ LQ WKH LQLWLDO UHFRQQDLVVDQFH VWDJH LPPHGLDWHO\ DIWHU D F\FORQH

RU RWKHU GLVDVWHU� LQ ZKLFK ZHDWKHU FRQGLWLRQV DUH RIWHQ VWLOO WRR SRRU WR DOORZ

RWKHU DLUFUDIW WR IXQFWLRQ HIIHFWLYHO\� 2ULRQ VRUWLHV HQDEOH QHHGV DVVHVVPHQWV

WKDW JXLGH WKH OHYHO DQG GLUHFWLRQ RI WKH HDUO\ VWDJHV RI WKH UHOLHI HIIRUW�

x RIIHUV WKH DGYDQWDJH RI LQWHURSHUDELOLW\ ZLWK RWKHU )5$1= SDUWQHUV XVLQJ

PLOLWDU\ DVVHWV LQ GLVDVWHU UHOLHI �DSDUW IURP WKH TXHVWLRQ RI FRPSDWLELOLW\� WKHUH LV

D TXHVWLRQ KRZ FRPIRUWDEOH )UDQFH DQG $XVWUDOLD ZRXOG EH LQ FRRUGLQDWLQJ WKHLU

DVVHWV ZLWK D 1HZ =HDODQG FLYLOLDQ UHVSRQVH��

x XQGHUOLQHV RXU HQJDJHPHQW ZLWK WKH UHJLRQ � LW LV D YLVLEOH FRQFUHWH LQGLFDWRU RI

WKH 1HZ =HDODQG *RYHUQPHQW¶V FRPPLWPHQW WR HDFK DQG HYHU\ 3DFLILF ,VODQG

FRXQWU\� DQG

x SURYLGHV UHJXODU FRQWDFW ZLWK 3DFLILF ,VODQG *RYHUQPHQWV� PDLQWDLQV RXU

LQIOXHQFH DQG LPSURYHV RXU VWDQGLQJ�

7KH SDVW WZR GHFDGHV KDYH VHHQ D VHULHV RI HPHUJHQFLHV LQ WKH UHJLRQ ZKLFK KDYH FDOOHG

IRU LQWHQVLYH SROLWLFDO DQG GLSORPDWLF PDQDJHPHQW IURP 1HZ =HDODQG JRYHUQPHQWV�

XVXDOO\ ZRUNLQJ ZLWK $XVWUDOLD� DQG KDYH LQ VRPH FDVHV FDUULHG PDMRU HFRQRPLF DQG

VHFXULW\ ULVNV� &XUUHQW WUHQGV DUH QRW JRRG� :H VKRXOG DVVXPH WKDW WKHUH DUH IXUWKHU

SUREOHPV WR FRPH ZKLFK ZLOO UHTXLUH IXUWKHU FORVH LQYROYHPHQW E\ 1HZ =HDODQG�

LQFOXGLQJ RQ WKH PLOLWDU\ OHYHO�

6HYHUDO RI WKH HPHUJHQFLHV RI WKH UHFHQW SDVW KDYH LQYROYHG PDMRU FLYLO YLROHQFH DQG

EORRGVKHG �31*� %RXJDLQYLOOH� 9DQXDWX� )LML� 6RORPRQ ,VODQGV� 1HZ &DOHGRQLD��

(YDFXDWLRQ RI 1HZ =HDODQGHUV DQG RWKHU H[SDWULDWHV LQFOXGLQJ VHUYLFH DVVLVWHG

HYDFXDWLRQV KDV EHHQ QHFHVVDU\ RQ VHYHUDO RFFDVLRQV� 7KHUH KDV EHHQ DQ H[SHFWDWLRQ LQ

WKH UHJLRQ DQG IXUWKHU DILHOG WKDW $XVWUDOLD DQG 1HZ =HDODQG ZRXOG FDUU\ WKH PDLQ

EXUGHQ RI UHVSRQVH RU DVVLVWDQFH� $QG LQ WKH 6RXWK 3DFLILF WKHUH DUH VWURQJ SROLF\

UHDVRQV IRU KDYLQJ D QDWLRQDO FDSDELOLW\ WR GR FRUH WDVNV�

*LYHQ FXUUHQW LQGLFDWRUV WKHUH LV D VWURQJ SURVSHFW RI IXUWKHU HPHUJHQFLHV RQ WKH SDWWHUQ

RI WKH ����V DQG ����V� 2Q WRS RI WKLV� ZH FDQ H[SHFW PDMRU QDWXUDO GLVDVWHUV ZKLFK

ZLOO GHPDQG 1HZ =HDODQG DVVLVWDQFH DQG UHTXLUH GHSOR\PHQW RI PLOLWDU\ UHVRXUFHV DQG

FDSDELOLWLHV�

,Q WHUPV RI 1HZ =HDODQG LQWHUHVWV LW LV LPSRUWDQW WKDW 1HZ =HDODQG JRYHUQPHQWV KDYH

PLOLWDU\ RSWLRQV DYDLODEOH WR UHVSRQG WR 6RXWK 3DFLILF HPHUJHQFLHV� 6LWXDWLRQV ZH FRXOG
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IDFH LQFOXGH�

x FROODSVH RI FLYLO DXWKRULW\ OHDGLQJ WR XQFKHFNHG YLROHQFH �WKLV KDV ORQJ EHHQ WKH

QLJKWPDUH IRU 31*�

x D QHHG WR HYDFXDWH RU SURWHFW 1HZ =HDODQG DQG RWKHU H[SDWULDWHV SODFHG DW ULVN

E\ D FLYLO HPHUJHQF\

x D UHTXHVW IURP D IULHQGO\ JRYHUQPHQW IRU DVVLVWDQFH IRU SURWHFWLRQ LQ WKH IDFH RI

WKUHDWHQHG RYHUWKURZ E\ IRUFH �DV LQ 9DQXDWX LQ ����� RU WR KHOS FRQWURO FLYLO

YLROHQFH

x D UHTXHVW WR SURYLGH SHDFH EURNHULQJ RU SHDFHNHHSLQJ DVVLVWDQFH �%RXJDLQYLOOH

DQG 6RORPRQ ,VODQGV EHLQJ H[DPSOHV��

,Q WKH PRUH GLIILFXOW VFHQDULRV ZH ZRXOG EH H[WUHPHO\ ZDU\ RI PLOLWDU\ LQYROYHPHQW�

3URWHFWLRQ RI 1HZ =HDODQG FLWL]HQV PD\ EH YHU\ GLIILFXOW� %XW WKH 1HZ =HDODQG SXEOLF

ZLOO DV D PLQLPXP H[SHFW WKDW UHVRXUFHV FXUUHQWO\ JRLQJ LQWR GHIHQFH ZLOO SURYLGH WKH

RSWLRQ RI UHVSRQGLQJ WR D UHJLRQDO HPHUJHQF\� $OWKRXJK PRVW VFHQDULRV ZRXOG LQYROYH

FRPELQHG $XVWUDOLDQ DQG 1HZ =HDODQG HIIRUW LW LV DOVR LPSRUWDQW WKDW 1HZ =HDODQG KDYH

VRPH LQGHSHQGHQW FDSDFLW\�

1HZ =HDODQG¶V )RUHLJQ DQG 6HFXULW\ 3ROLF\ &KDOOHQJHV DUJXHV WKDW�

x 7KH FDSDELOLWLHV KLJKOLJKWHG LQ UHFHQW GHEDWH RQ GHIHQFH SULRULWLHV �DUP\

FDSDELOLWLHV DQG DVVRFLDWHG QDYDO DQG DLU VXSSRUW� LQFOXGLQJ PDULWLPH

VXUYHLOODQFH� ZRXOG IRUP WKH FRUH RI D 1HZ =HDODQG UHVSRQVH LQ PRVW 6RXWK

3DFLILF VFHQDULRV WKDW FRXOG EH LPDJLQHG�

x 7KH DELOLW\ WR SHUIRUP FRUH PLOLWDU\ WDVNV LQ WKH 6RXWK 3DFLILF VKRXOG EH D

SULPDU\ SRLQW RI UHIHUHQFH IRU IXWXUH 1=') FDSDELOLW\ GHYHORSPHQW�

x 7KH 1=') ZLOO DOVR EH H[SHFWHG WR SURYLGH VXSSRUW IRU UHVRXUFH SURWHFWLRQ

DFWLYLWLHV� VHDUFK DQG UHVFXH� GLVDVWHU UHOLHI DQG GHYHORSPHQW DVVLVWDQFH�

x ,QWHURSHUDELOLW\ DQG FORVH RSHUDWLRQDO OLQNV ZLWK WKH $XVWUDOLDQ 'HIHQFH )RUFH�

DORQJ ZLWK FRPSOHPHQWDU\ FDSDELOLWLHV� ZLOO UHPDLQ HVVHQWLDO�

$HULDO VXUYHLOODQFH DQG UHFRQQDLVVDQFH JLYHV 1HZ =HDODQG NQRZOHGJH RI WKH

HQYLURQPHQW WKDW ZH PD\ FRPPLW IRUFHV WR� DQG DFWLYLWLHV ZLWKLQ WKDW HQYLURQPHQW�

0DULWLPH SDWURO ZLWK DSSURSULDWH VHQVRUV FDQ SURYLGH H[WUHPHO\ YDOXDEOH GDWD�

LQIRUPDWLRQ DQG NQRZOHGJH WR SROLWLFDO GHFLVLRQ�PDNHUV� VWUDWHJLF DQG RSHUDWLRQDO

SODQQHUV DQG WLPHO\ JXLGDQFH WR IRUFHV JRLQJ LQWR KDUP¶V ZD\� 0DULWLPH SDWURO LV D YLWDO

WRRO WR DVVHVV ULVNV DQG LGHQWLI\ RSSRUWXQLWLHV�

&RQFOXVLRQ

,Q WKH 3DFLILF� WKH XVH RI D PLOLWDU\ DLUFUDIW IRU PDULWLPH SDWURO SURYLGHV D VHFXUH�

IOH[LEOH� PXOWLIXQFWLRQDO LQIRUPDWLRQ�JDWKHULQJ DQG UHVSRQVH FDSDELOLW\� 7KH XVH RI D
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PLOLWDU\ SODWIRUP HQDEOHV WKH *RYHUQPHQW WR UHVSRQG DFURVV WKH EUHDGWK RI 3DFLILF

FRQWLQJHQFLHV� ZKHWKHU URXWLQH RU HPHUJHQF\� DQG DW DQ\ SRLQW DORQJ WKH FRQWLQXXP

IURP WKH SXUHO\ FLYLO WR WKH SUHGRPLQDQWO\ PLOLWDU\� 7KH XVH RI 1HZ =HDODQG PLOLWDU\

DVVHWV KDV HQJHQGHUHG JRRGZLOO ZLWK 3DFLILF *RYHUQPHQWV� KHOSHG PDLQWDLQ FRQWDFW ZLWK

WKHP DQG KDV LQ WXUQ HQDEOHG XV WR VHFXUH WKHLU FRRSHUDWLRQ DQG VXSSRUW LQ RWKHU IRUD

VXFK DV WKH 8QLWHG 1DWLRQV DQG� FORVHU WR KRPH WKH 3DFLILF ,VODQGV )RUXP�
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� $8675$/,$

$ PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LV UHTXLUHG LQ WKH FRQWH[W RI RXU GHIHQFH UHODWLRQVKLS ZLWK

$XVWUDOLD

x WR SURYLGH 1HZ =HDODQG LQSXW LQWR DQ $XVWUDOLD�1HZ =HDODQG 2ULRQ FDSDELOLW\ DV D IRUFH

PXOWLSOLHU IRU GHIHQFH RI $XVWUDOLD DQG 1HZ =HDODQG DQG LQ SDUWLFXODU WKH QRUWKHUQ

DSSURDFKHV�

x WR PDLQWDLQ 1HZ =HDODQG¶V LQSXW LQWR WKH VKDUHG UDQJH RI PDULWLPH SDWURO DFWLYLWLHV

UHTXLUHG IRU WKH 6RXWK 3DFLILF DQG 6RXWKHUQ 2FHDQ�

$XVWUDOLD UHPDLQV RXU PRVW LPSRUWDQW ELODWHUDO SDUWQHU LQ HFRQRPLF� SROLWLFDO� PLJUDWLRQ

DQG GHIHQFH WHUPV� 'HIHQFH FR�RSHUDWLRQ LV LPSRUWDQW IRU WKH ZLGHU UHODWLRQVKLS� 2XU

GHIHQFH WLHV ZLWK $XVWUDOLD DUH DW DOOLDQFH OHYHO� 7KH PLOLWDU\ UHODWLRQVKLS� GHILQHG XQGHU

WKH &ORVHU 'HIHQFH 5HODWLRQVKLS �&'5�� PHDQV FORVHO\ DOLJQHG �WKRXJK QRW LGHQWLFDO�

VWUDWHJLF RXWORRNV� DQG D FRPPLWPHQW WR DVVLVW HDFK RWKHU LQ WLPHV RI WURXEOH� (DVW

7LPRU� %RXJDLQYLOOH DQG 6RORPRQ ,VODQGV DUH UHFHQW KLJK�SURILOH H[DPSOHV RI ZKHUH

$1= VWUDWHJLF LQWHUHVWV KDYH FRDOHVFHG� ,Q (DVW 7LPRU WKH 5$$)¶V 2ULRQ ZDV WKH ILUVW

DLUFUDIW WR SURYLGH VXUYHLOODQFH DQG IRUFH SURWHFWLRQ DQG WR IHHG LQWR $XVWUDOLDQ

SODQQLQJ�

:H KDYH VKDUHG LQWHUHVWV ZLWK $XVWUDOLD LQ PDLQWDLQLQJ FRUH FDSDELOLWLHV� LQFOXGLQJ

PDULWLPH VXUYHLOODQFH� IRU UHVSRQGLQJ WR 6RXWK 3DFLILF FRQWLQJHQFLHV� WKH LOOHJDO

KDUYHVWLQJ RI PDULQH UHVRXUFHV LQ WKH RFHDQV RI WKH UHJLRQ� DQG LOOHJDO LPPLJUDWLRQ�

0DULWLPH SDWURO KDV ORQJ EHHQ D VLJQLILFDQW HOHPHQW LQ RXU GHIHQFH FR�RSHUDWLRQ ZLWK

$XVWUDOLD� 0DULWLPH SDWURO LV FXUUHQWO\ D PDMRU RSHUDWLRQDO WRRO LQ WKLV SDUWQHUVKLS�

7KHVH UHVSRQVLELOLWLHV LQFOXGH WKH )5$1= DJUHHPHQW RQ FRRSHUDWLRQ LQ GLVDVWHU UHOLHI LQ

WKH 3DFLILF DQG ELODWHUDO DJUHHPHQWV RQ WKH FRRUGLQDWLRQ RI 6$5 DQG RQ FRRSHUDWLRQ RQ

LOOHJDO PLJUDWLRQ� �)RU D IXOOHU GHVFULSWLRQ RI WKHVH DUUDQJHPHQWV VHH WKH 3DFLILF VHFWLRQ

RI WKH FLYLOLDQ SDUW RI WKLV SDSHU��

7KH GHIHQFH RI $XVWUDOLD� DQG LQ SDUWLFXODU RI WKH DLU�VHD JDS �EHWZHHQ $XVWUDOLD DQG WKH

FRXQWULHV WR LWV QRUWK� LV FHQWUDO WR &DQEHUUD¶V GHIHQFH VWUDWHJ\� 1HZ =HDODQG DGGV D

IRUFH PXOWLSOLHU WR WKH $XVWUDOLDQ HIIRUW�

7KH PDULWLPH SDWURO FDSDELOLW\ RIIHUHG E\ WKH 3� 2ULRQV LV VHHQ DV DQ LPSRUWDQW

FRQWULEXWLRQ WR &'5 �DORQJ ZLWK EOXH ZDWHU QDYDO FDSDELOLW\� DLUOLIW DQG OLJKW

LQIDQWU\�� 7KH 2ULRQV SURYLGH� LQ WKH &'5 FRQWH[W� D PHQX RI FDSDELOLWLHV WR

ZKLFK WKH $XVWUDOLDQV DFFRUG KLJK YDOXH IRU WKH IROORZLQJ UHDVRQV�

x 1HZ =HDODQG KDV � 3� 2ULRQV� WKH $XVWUDOLDQV ��� $SSURSULDWHO\ HTXLSSHG 1=

2ULRQV FDQ DGG VLJQLILFDQWO\ DV D IRUFH PXOWLSOLHU WR $XVWUDOLD HVSHFLDOO\ LQ WKH
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DLU�VHD JDS�

x 7KH 2ULRQV� SDUWLFXODUO\ ZLWK WKH SRWHQWLDO IXWXUH ORVV RI WKH DLU FRPEDW

FDSDELOLW\� HQVXUH WKDW WKH 1=') UHWDLQV VRPH DLU EDVHG FRPEDW FDSDELOLW\ �HJ

YLD WKH +DUSRRQ PLVVLOHV�� WKLV LV LPSRUWDQW WR WKH GHIHQFH RI WKH UHJLRQ DV ZHOO

DV FRQWULEXWLQJ WR WKH RYHUDOO $XVWUDOLD�1HZ =HDODQG HIIRUW�

x 7KH )LYH 3RZHU 'HIHQFH $UUDQJHPHQWV �)3'$� DUH DQ LPSRUWDQW YHKLFOH IRU

ERWK $XVWUDOLDQ DQG 1HZ =HDODQG HQJDJHPHQW LQ WKH 6RXWK (DVW $VLDQ UHJLRQ�

2ULRQV DUH LPSRUWDQW FRQWULEXWRUV WR WKH )3'$� SDUWLFXODUO\ LQ OLJKW RI DQ\

IXWXUH ORVV RI 1HZ =HDODQG¶V DLU FRPEDW FDSDELOLW\�

x $XVWUDOLD QRWHV WKH QXPEHU RI UHJLRQDO PLOLWDU\ IRUFHV ZKLFK DUH EXLOGLQJ XS

VXEPDULQH IOHHWV� LQFOXGLQJ VXEPDULQHV IRU XVH LQ OLWWRUDO DQG DUFKLSHODJLF ZDWHUV�

x DQ\ GLPLQXWLRQ RI 1HZ =HDODQG¶V PDULWLPH SDWURO FDSDELOLW\ LQ WKH 3DFLILF DQG

6RXWKHUQ 2FHDQ ZRXOG UHTXLUH $XVWUDOLD WR DWWHPSW WR GHYHORS WKH FDSDFLW\ WR

FRYHU WKH JDS�

&RQFOXVLRQ

7KH 7UDQV�7DVPDQ UHODWLRQVKLS LV RXU PRVW LPSRUWDQW� 7KH GHIHQFH FRPSRQHQW RI LW

FDQQRW EH VHSDUDWHG RXW IURP WKH UHVW DQG WKH DWWLWXGH RI WKH $XVWUDOLDQV ZLOO EH IRUPHG

E\ WKHLU YLHZ RI 1HZ =HDODQG¶V FRQWULEXWLRQ DFURVV WKH IXOO UDQJH RI WKH SDUWQHUVKLS�

7KH FROOHFWLYH GHIHQFH RI $XVWUDOLD DQG 1HZ =HDODQG LV DQ LPSRUWDQW FRPSRQHQW RI

$XVWUDOLD�1HZ =HDODQG GHIHQFH UHODWLRQV DQG� ZLWKLQ WKDW� 1HZ =HDODQG¶V PDULWLPH

SDWURO FDSDELOLWLHV DUH LPSRUWDQW� IRU WKH DERYH UHDVRQV� :LWKRXW LQWHURSHUDEOH 3�V� WKH

51=$) ZRXOG EH D VLJQLILFDQWO\ OHVV YDOXDEOH SDUWQHU IRU UHJLRQDO�VXEUHJLRQDO

³FRDOLWLRQ´ VHFXULW\ DFWLYLWLHV� DQG WKH EXUGHQ RI GHIHQGLQJ $XVWUDOLD� 1HZ =HDODQG DQG

WKH 3DFLILF ,VODQG FRXQWULHV ZRXOG IDOO PRUH KHDYLO\ RQ $XVWUDOLD�



7+,6 '2&80(17 ,6 $87+25,6(' )25 38%/,& 5(/($6(

��

7+,6 '2&80(17 ,6 $87+25,6(' )25 38%/,& 5(/($6(

0)$7 )LQDO UHSRUW IRU SXEOLF UHOHDVH�%7�GRF

� 6287+ ($67 $6,$

$ PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LV UHTXLUHG LQ WKH 6RXWKHDVW $VLDQ FRQWH[W

x WR SURYLGH 1HZ =HDODQG LQSXW WR )3'$ H[HUFLVHV �DQG WR WKH GHIHQFH RI 0DOD\VLD DQG

6LQJDSRUH� LQ WKH DUHD RI PDULWLPH SDWURO�

2QH RI WKH ILYH NH\ REMHFWLYHV LQ WKH *RYHUQPHQW¶V 'HIHQFH 3ROLF\ )UDPHZRUN LV

x ³7R SOD\ DQ DSSURSULDWH UROH LQ WKH PDLQWHQDQFH RI VHFXULW\ LQ WKH $VLD�3DFLILF

UHJLRQ� LQFOXGLQJ PHHWLQJ RXU REOLJDWLRQV DV D PHPEHU RI WKH )3'$´ �)LYH

3RZHU 'HIHQFH $UUDQJHPHQWV��

1HZ =HDODQG¶V ZHOO�EHLQJ LV WLHG WR WKH HFRQRPLHV RI $VLD� 7KH JURZWK RI 1HZ

=HDODQG¶V HFRQRPLF DQG WUDGH UHODWLRQVKLS ZLWK FRXQWULHV LQ WKH $VLD�3DFLILF KDV

UHVKDSHG WKH EDODQFH RI RXU JOREDO HFRQRPLF DQG WUDGH LQWHUHVWV� 2XU PDMRU WUDGLQJ

SDUWQHUV DUH QRZ LQ WKH $VLD�3DFLILF UHJLRQ� 7KRVH UHODWLRQVKLSV DUH QRZ PDWXUH WUDGLQJ

UHODWLRQVKLSV� DQG WKH ORQJ�WHUP SURVSHFWV DUH JRRG� 0DLQWDLQLQJ DQG LPSURYLQJ DFFHVV

WR WKRVH PDUNHWV LV DQ LPSRUWDQW SDUW RI RXU GLSORPDWLF DQG WUDGH HIIRUW LQ WKH UHJLRQ�

*URZWK LQ PLJUDWLRQ IURP $VLDQ FRXQWULHV LQ UHFHQW \HDUV KDV DGGHG D QHZ GLPHQVLRQ WR

RXU UHODWLRQV ZLWK WKH UHJLRQ� 1HZ =HDODQG¶V VPDOO VL]H� FXOWXUDO WUDGLWLRQV DQG

JHRJUDSKLFDO SRVLWLRQ RQ WKH PDUJLQV RI $VLD PHDQ ZH KDYH WR WU\ KDUG WR GHYHORS

FRQVWLWXHQFLHV DQG PDLQWDLQ UHOHYDQFH WR RXU ODUJHU $VLDQ QHLJKERXUV�

)RU D WUDGLQJ QDWLRQ VXFK DV 1HZ =HDODQG� HFRQRPLF OLQNV PXVW EH XQGHUSLQQHG ZLWK

SROLWLFDO� VHFXULW\ DQG RWKHU WLHV� 7KH VWDELOLW\ RI WKH $VLD�3DFLILF UHJLRQ LV FUXFLDO IRU

1HZ =HDODQG¶V ZHOO�EHLQJ� &RQIOLFW LQ WKH UHJLRQ UXQV FRXQWHU WR RXU LQWHUHVWV� 2XU

LQWHUHVW LV WR KDYH D SURVSHURXV DQG G\QDPLF UHJLRQ� &RQIOLFW KDV WKH SRWHQWLDO WR

GLVUXSW WUDGH DQG GHSUHVV GHPDQG LQ VRPH RI RXU NH\ PDUNHWV� 8QLPSHGHG SDVVDJH

WKURXJK WKH UHJLRQ¶V VKLSSLQJ ODQHV DQG DLU URXWHV LV FUXFLDO WR WKH VPRRWK FRQGXFW RI

WUDGH DQG FRPPHUFH� 5HJLRQDO FRQIOLFWV FDQ DOVR FUHDWH GHVWDELOLVLQJ UHIXJHH IORZV�

7KHUH DUH D QXPEHU RI WURXEOH VSRWV LQ WKH UHJLRQ� VRPH RI ZKLFK FRXOG IODUH XS DQG

GHVWDELOLVH WKH UHJLRQDO DQG LQ VRPH FDVHV WKH JOREDO SLFWXUH�

7KH VFDOH RI 1HZ =HDODQG LQWHUHVWV DUJXHV WKDW ZH VKRXOG GR ZKDW ZH FDQ IRU WKH

VWDELOLW\ RI WKH UHJLRQ� :H DUH QRW D ODUJH SOD\HU� %XW ZH KDYH EHHQ SDUW RI WKH UHJLRQDO

SLFWXUH RYHU D ORQJ SHULRG� :H DUH D PHPEHU RI WKH PDMRU UHJLRQDO LQVWLWXWLRQV� IRU

H[DPSOH $6($1 DQG WKH $6($1 5HJLRQDO )RUXP �$5) � D IRUXP HVWDEOLVKHG LQ ����

IRU ZRUNLQJ RQ SUREOHPV WKDW FRXOG WKUHDWHQ UHJLRQDO VWDELOLW\�� :H KDYH WUHDW\ OLQNV

ZLWK VRPH $VLDQ FRXQWULHV� :H KDYH D JRRG UHJLRQDO QHWZRUN DQG JRRG VWDQGLQJ�

��� )LYH 3RZHU 'HIHQFH $UUDQJHPHQWV �)3'$�
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7KH )3'$ ZDV VLJQHG LQ ����� ZLWK D PHPEHUVKLS RI 0DOD\VLD� 6LQJDSRUH� WKH 8QLWHG

.LQJGRP� $XVWUDOLD DQG 1HZ =HDODQG� LQ WKH ZDNH RI WKH %ULWLVK GHFLVLRQ WR ZLWKGUDZ

LWV DUPHG IRUFHV HDVW RI WKH 6XH]� $OWKRXJK QRW D WUHDW\� LW KDV DV LWV PDLQ REMHFWLYHV�

x D VHFXULW\ DUUDQJHPHQW IRU WKH GHIHQFH RI 0DOD\VLD DQG 6LQJDSRUH� 7KH )3'$ LV

WKH VROH DFWLYH PXOWLODWHUDO PLOLWDU\ VHFXULW\ DUUDQJHPHQW LQ WKH UHJLRQ DQG LW

SURYLGHV DQ LPSRUWDQW FRQWULEXWLRQ WR WKH VXE�UHJLRQ¶V VHFXULW\ DUFKLWHFWXUH� DQG

x WR SURYLGH FRQWLQXHG VXSSRUW DQG DVVLVWDQFH WR WKH WUDLQLQJ DQG GHYHORSPHQW RI

WKH DUPHG IRUFHV RI 0DOD\VLD DQG 6LQJDSRUH� ,Q ODWHU \HDUV WKLV WUDLQLQJ KDV

GHYHORSHG LQWR PXWXDOO\ EHQHILFLDO H[HUFLVHV�

7KH $UUDQJHPHQWV FRQWULEXWH WR WKH VHFXULW\ RI WKH VWUDWHJLFDOO\ LPSRUWDQW 0DODFFD

6WUDLWV� WKH 6RXWK &KLQD 6HD WR WKH HDVW DQG WKH $QGDPDQ 6HD WR WKH QRUWK ZHVW�

$OWKRXJK WKH )3'$ LV PRYLQJ WRZDUGV PRUH MRLQW DFWLYLWLHV DQG JUDGXDOO\ HQKDQFLQJ WKH

UROH RI ODQG IRUFHV LQ WKH PDMRU H[HUFLVHV� LWV PDLQ IRFXV LV DLU GHIHQFH DQG PDULWLPH

�MRLQW QDYDO�DLU� FRRSHUDWLRQ� WUDLQLQJ DQG LQWHU�RSHUDELOLW\� 7KH DQQXDO PDLQ H[HUFLVH�

67$5'(;� DQG WKH WULHQQLDO PDMRU H[HUFLVH� )/<,1* ),6+� DUH ERWK PDULWLPH

H[HUFLVHV� 0DULWLPH WUDLQLQJ DFWLYLWLHV FRQVLVW RI VWULNH DLUFUDIW� VKLSV� DQG VXUYHLOODQFH�

1HZ =HDODQG SURYLGHV 6N\KDZNV� IULJDWHV DQG 2ULRQV IRU WKHVH H[HUFLVHV�

��� 1HZ =HDODQG¶V LQWHUHVW LQ WKH )3'$�

7KH )LYH 3RZHU 'HIHQFH $UUDQJHPHQWV EXLOGV RQ WKH GHIHQFH OLQNV 1HZ =HDODQG

HVWDEOLVKHG ZLWK 6LQJDSRUH DQG 0DOD\VLD GXULQJ WKH 0DOD\DQ HPHUJHQF\ DQG

FRQIURQWDWLRQ ZLWK ,QGRQHVLD� ,W LV 1HZ =HDODQG¶V RQO\ PXOWLODWHUDO GHIHQFH

FRPPLWPHQW LQ WKH 6RXWK (DVW $VLDQ UHJLRQ �DV LW LV IRU $XVWUDOLD�� RQH RI RXU ORQJHVW

VWDQGLQJ DQG PRVW VXFFHVVIXO OLQNV ZLWK LW� DQG D SUDFWLFDO GHPRQVWUDWLRQ RI RXU

FRPPLWPHQW DQG HQJDJHPHQW WR WKH UHJLRQ� 1HZ =HDODQG¶V DFWLYH SDUWLFLSDWLRQ LQ WKH

)3'$�

x VLJQDOV RXU ZLOOLQJQHVV WR FRQWULEXWH WR WKH VHFXULW\ RI WKH UHJLRQ�

x XQGHUOLQHV LQ D SUDFWLFDO ZD\ WKH FRPPLWPHQW ZH KDYH PDGH WKURXJK WKH

$6($1 5HJLRQDO )RUXP �$5)� WR FRQILGHQFH EXLOGLQJ DQG PLOLWDU\ WR PLOLWDU\

FRRSHUDWLRQ�

x VHUYHV GLUHFWO\ 1HZ =HDODQG¶V EURDGHU IRUHLJQ SROLF\ REMHFWLYHV LQ UHVSHFW RI

DGYDQFLQJ 1HZ =HDODQG¶V LQWHUHVWV LQ WKH $VLD�3DFLILF UHJLRQ�

x UHVSRQGV WR UHJLRQDO H[SHFWDWLRQV WKDW 1HZ =HDODQG ZLOO SOD\ D UROH� DQG

x VXSSRUWV RXU DOOLDQFH FRPPLWPHQWV WR $XVWUDOLD LQ SXUVXLW RI FRPPRQ VHFXULW\

LQWHUHVWV�

��� 5ROH RI WKH 3� 2ULRQ LQ WKH )3'$
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7KH )3'$ LV DQ DUUDQJHPHQW� QRW D WUHDW\ RU DQ DOOLDQFH� $FFRUGLQJ WR WKH )3'$

GRFXPHQW� LW SURYLGHV IRU ³QDWLRQDO DQG PXOWL�QDWLRQDO WUDLQLQJ DQG H[HUFLVHV GLUHFWHG

WRZDUGV MRLQW RSHUDWLRQV LQ DQ HPHUJHQF\´� 1HZ =HDODQG¶V 3� 2ULRQ FRQWULEXWLRQ

GLUHFWO\ VXSSRUWV WKLV FRPPLWPHQW DQG WKH PDLQ IRFXV RI WKH )3'$ RI DLU GHIHQFH DQG

PDULWLPH H[HUFLVHV�

7KH PDULWLPH SDWURO DQG VXUYHLOODQFH XQGHUWDNHQ E\ DLUFUDIW VXFK DV WKH 2ULRQV SOD\V D

YLWDO UROH LQ DQ\ PDMRU QDYDO RSHUDWLRQ� ,Q )3'$ H[HUFLVHV WKH 3� 2ULRQ H[HFXWHV LWV

SULPDU\ PLOLWDU\ UROHV RI VXUIDFH VXUYHLOODQFH DQG DQWL�VXEPDULQH ZDUIDUH� 7KH DLUFUDIW

DOVR XQGHUWDNHV VWULNH GLUHFWLRQ� DFWV DV D FRPPXQLFDWLRQV OLQN EHWZHHQ WKH WDFWLFDO DLU

FRQWURO FHQWUH DQG GHSOR\HG IRUFHV DQG SURYLGHV DQ DLUERUQH 6$5 UHVRXUFH� ,Q FRQFHUW

ZLWK WKH 0DULWLPH 3DWURO DVVHWV RI WKH RWKHU RIIVKRUH SDUWQHUV WKH 51=$) 2ULRQV IRUP

DQ LQWHJUDO SDUW RI WKH �� KRXU PDULWLPH SDWURO FRYHUDJH UHTXLUHG E\ WKH H[HUFLVHV�

7KH DLUFUDIW¶V FRQWULEXWLRQ LQ WKHVH UROHV LQ H[HUFLVHV LV SDUWLFXODUO\ YDOXHG� $XVWUDOLDQ

DQG 1HZ =HDODQG 2ULRQV� D ZHOO DV %ULWLVK 1LPURG SDWURO DLUFUDIW� FDUU\ WKH EXON RI WKH

ORDG EHFDXVH RI WKHLU UDQJH DQG HQGXUDQFH� 1HZ =HDODQG¶V SURYLVLRQ RI WKHVH DLUFUDIW

WKHUHIRUH�

x SURYLGHV DQ RSSRUWXQLW\ IRU 1HZ =HDODQG WR RIIHU D PHDQLQJIXO DQG YDOXHG

FRQWULEXWLRQ WR )3'$ H[HUFLVHV� DQG

x FRQVHTXHQWO\ VDWLVILHV D IRXQGLQJ SUHFHSW RI WKH )3'$�

,Q WKH PHGLXP WHUP 1HZ =HDODQG¶V 2ULRQ FRQWULEXWLRQ WR )3'$ H[HUFLVHV LV OLNHO\ WR

LQFUHDVH LQ YDOXH EHFDXVH RI WKH JURZLQJ VRSKLVWLFDWLRQ RI WKH H[HUFLVHV DQG WKH

SUHGLFWHG JURZWK RI VXEPDULQH RZQHUVKLS LQ WKH UHJLRQ�

)3'$ H[HUFLVHV RIIHU 1HZ =HDODQG D SODWIRUP IRU HQJDJHPHQW ZLWK WKH UHJLRQ�

7KH WUDLQLQJ RSSRUWXQLWLHV WKDW IORZ IURP RXU SDUWLFLSDWLRQ LQ WKH $UUDQJHPHQWV

DUH EHQHILFLDO� 7KHVH KDYH EHHQ VWDWHG E\ WKH 3ULPH 0LQLVWHU WR EH RQH RI WKH SULQFLSDO

VWUHQJWKV LQ RXU PHPEHUVKLS� ,Q KHU �� 0D\ DGGUHVV WR WKH ,QVWLWXWH RI ,QWHUQDWLRQDO

$IIDLUV� WKH 3ULPH 0LQLVWHU VDLG ³:H ZLOO PDLQWDLQ IXOO SDUWLFLSDWLRQ LQ WKH )3'$

EHFDXVH ZH EHOLHYH WKDW LW LV KHOSIXO IRU DUPHG IRUFHV¶ WUDLQLQJ DQG SUHSDUHGQHVV� DQG

WKDW WKH DJUHHPHQW SOD\V DQ LPSRUWDQW SDUW LQ 0DOD\VLD�6LQJDSRUH UHODWLRQV´�

��� 9DOXH RI WKH )3'$

����� %LODWHUDO UHODWLRQV

1HZ =HDODQG¶V UHODWLRQVKLSV ZLWK 6LQJDSRUH DQG 0DOD\VLD DUH RXU PRVW GHYHORSHG LQ

6RXWK (DVW $VLD� 7KH WZR FRXQWULHV DUH DOVR RXU PRVW LPSRUWDQW HFRQRPLF SDUWQHUV LQ

WKH UHJLRQ� 2XU ELODWHUDO GHIHQFH OLQNV ZLWK WKRVH WZR FRXQWULHV� ZKLFK DUH VXVWDLQHG

WKURXJK WKH )3'$� DUH D NH\ SDUW RI 1HZ =HDODQG¶V RYHUDOO UHODWLRQVKLS ZLWK WKHVH

FRXQWULHV�

����� 5HJLRQDO UHODWLRQV
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1HZ =HDODQG¶V SDUWLFLSDWLRQ LQ WKH )3'$ LV YDOXHG DOVR E\ RWKHU UHJLRQDO SDUWQHUV�

)ORZLQJ IURP RXU )3'$ FRPPLWPHQWV 1HZ =HDODQG KDV H[WHQGHG DVVLVWDQFH ZLWK

FDSDFLW\ EXLOGLQJ LQ PDULWLPH VXUYHLOODQFH WR WKH 6LQJDSRUH $UPHG )RUFHV� WKH 5R\DO

%UXQHL $UPHG )RUFHV DQG WKH 3KLOLSSLQHV�

&RQFOXVLRQ

1HZ =HDODQG¶V SDUWLFLSDWLRQ LQ WKH )3'$ LV D NH\ REMHFWLYH RI WKH 'HIHQFH 3ROLF\

)UDPHZRUN� *LYHQ WKH RYHUZKHOPLQJ HPSKDVLV SODFHG RQ PDULWLPH SDWURO LQ WKH )3'$�

1HZ =HDODQG¶V DELOLW\ WR SDUWLFLSDWH LQ D PHDQLQJIXO PDQQHU ZRXOG EH OLPLWHG� ZLWKRXW

2ULRQ VXSSRUW� WR IULJDWHV� $ QHZ UROH IRU 1HZ =HDODQG ZRXOG QHHG WR EH GHYHORSHG

DURXQG DQRWKHU FDSDELOLW\� ZKLFK FRXOG IRUFH WKH )3'$ WR FKDQJH WKH QDWXUH RI WKH

H[HUFLVHV LW XQGHUWDNHV�

7KH 2ULRQV DUH FXUUHQWO\ D VLJQLILFDQW 1HZ =HDODQG FRQWULEXWLRQ WR WKH )3'$ DQG DUH RI

SDUWLFXODU� DQG SUREDEO\ JURZLQJ� YDOXH WR WKH ORFDO SDUWQHUV� %XW RXU DVVHVVPHQW LV WKDW

D UHGXFHG UROH IRU 1HZ =HDODQG LQ WKH )3'$ ZRXOG UHGXFH RXU VWDQGLQJ ZLWKLQ WKH

)3'$ DQG ZLWK WKH UHJLRQ LQ JHQHUDO�
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� */2%$/ ,17(5(676

$ PLOLWDU\ PDULWLPH SDWURO FDSDELOLW\ LV GHVLUDEOH LQ SXUVXLW RI JOREDO LQWHUHVWV

x WR JLYH WKH JRYHUQPHQW D ZLGHU UDQJH RI RSWLRQV LQ FRQVLGHULQJ SDUWLFLSDWLRQ LQ

PXOWLQDWLRQDO DQG 81 UHVSRQVHV WR HPHUJHQFLHV�

x WR SURYLGH IRUFH SURWHFWLRQ WR 1HZ =HDODQG DVVHWV RQ GHSOR\PHQW WR D WKHDWUH RI

RSHUDWLRQ�

��� 81 DQG RWKHU FROOHFWLYH UHVSRQVLELOLWLHV

1=') FDSDELOLWLHV DUH XVHG LQ WKH $VLD�3DFLILF RU IXUWKHU DILHOG DV D FRQWULEXWLRQ WR 81

DQG RWKHU FROOHFWLYH DFWLYLWLHV� 2XU FRQWULEXWLRQV ZLOO SULPDULO\ WDNH WKH IRUP RI

SDUWLFLSDWLRQ LQ SHDFHNHHSLQJ RSHUDWLRQV� DOWKRXJK ZH KDYH WR EHDU LQ PLQG �DV ZLWK

7LPRU� FRQWULEXWLQJ LQ VLWXDWLRQV ZKHUH WKHUH LV D SRVVLELOLW\ RI FRPEDW LQYROYHPHQW�

:H KDYH ORQJVWDQGLQJ REOLJDWLRQV XQGHU WKH 81 &KDUWHU� LQFOXGLQJ &KDSWHU 9,,� ZKLFK

WKH *RYHUQPHQW UHJDUGV DV IXQGDPHQWDO WR LWV GHIHQFH SROLF\�

x :H KDYH WDNHQ SDUW LQ &KDSWHU 9,, RSHUDWLRQV QRW RQO\ LQ WKH UHJLRQ �(DVW

7LPRU� IRU H[DPSOH� EXW DURXQG WKH JOREH�

x &KDSWHU 9,, RSHUDWLRQV DUH QRW OLPLWHG WR ODQG RSHUDWLRQV� WKH\ FRXOG HDVLO\

LQYROYH PDULWLPH FRQWLQJHQFLHV�

x 7KH\ PD\ DOVR LQYROYH HQIRUFHPHQW RI VDQFWLRQV XQGHU $UWLFOH ���

x :KLOH WKH *RYHUQPHQW KDV GHFLGHG WR JLYH LPPHGLDWH SULRULW\ IRU FDSLWDO

LQYHVWPHQW WR FULWLFDO DUP\ QHHGV� DQG WR DLU DQG VHD OLIW� PDULWLPH FDSDELOLWLHV

DUH DQ LPSRUWDQW SDUW RI DQ LQWHJUDWHG FDSDELOLW\ WKDW ZRXOG EH PLOLWDULO\ XVHIXO LQ

UHVSRQGLQJ WR 81 RU RWKHU FROOHFWLYH DFWLRQ�

$ PLOLWDU\ FDSDELOLW\ LQ PDULWLPH SDWURO ZRXOG JLYH WKH 1HZ =HDODQG *RYHUQPHQW

D ZLGHU UDQJH RI RSWLRQV LQ FRQVLGHULQJ UHTXHVWV WR SDUWLFLSDWH LQ PXOWLQDWLRQDO

UHVSRQVHV� 7KH FRPPDQG DQG FRQWURO� LQWHOOLJHQFH� UHFRQQDLVVDQFH DQG

VXUYHLOODQFH IXQFWLRQV RI D PLOLWDU\ DLUFUDIW VXFK DV WKH 3� 2ULRQ JLYHV WKH

*RYHUQPHQW LQIRUPDWLRQ ZKLFK FRXOG EH XVHG LQ SHDFHNHHSLQJ RU PLOLWDU\

HQIRUFHPHQW DFWLRQV ZRUOGZLGH�

1HZ =HDODQG PD\ EH DEOH� LQ D PXOWLQDWLRQDO RSHUDWLRQ VXFK DV D 81 SHDFHNHHSLQJ

RSHUDWLRQ� WR UHO\ RQ RWKHU FRXQWULHV¶ DELOLW\ WR SURYLGH WKH SURWHFWLYH HQYHORSH IRU D

GHSOR\PHQW RI JURXQG IRUFHV� %XW SULRU WR 1HZ =HDODQG DVVHWV MRLQLQJ WKH FROOHFWLYH

SRRO LQ D WKHDWUH RI RSHUDWLRQ� 1HZ =HDODQG LV OLNHO\ WR KDYH WR SURYLGH LWV RZQ IRUFH

SURWHFWLRQ ZKLOH WURRSV DQG DVVHWV DUH LQ WUDQVLW IURP 1HZ =HDODQG� 1HZ =HDODQG KDV
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LQGLFDWHG WR WKH 8QLWHG 1DWLRQV WKDW SRVVLEOH FRQWULEXWLRQV WR SHDFH VXSSRUW RSHUDWLRQV

XQGHU WKH 8QLWHG 1DWLRQV 6WDQGE\ $UUDQJHPHQWV 6\VWHP FRXOG LQFOXGH XS WR WZR

2ULRQV�
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&21&/86,21

7KLV UHSRUW KDV ORRNHG DW PDULWLPH SDWURO LQ WKH FRQWH[W RI WKH JRYHUQPHQW¶V IRUHLJQ DQG

VHFXULW\ SROLF\ REMHFWLYHV� 2WKHU *RYHUQPHQW DJHQFLHV KDYH UHVSRQVLELOLW\ IRU WKH GD\ WR GD\

ZRUN RI PDULWLPH SDWURO� ,Q WKLV UHSRUW WKH 0LQLVWU\ RI )RUHLJQ $IIDLUV DQG 7UDGH KDV ORRNHG

DW WKH QHHG IRU PDULWLPH SDWURO� DQG FRQVLGHUHG ZKDW ZRXOG KDSSHQ LI WKDW FDSDELOLW\ ZHUH

FXUWDLOHG� :KLOH WKH\ DUH LQWHUOLQNHG� ZH KDYH ORRNHG DW FLYLOLDQ DQG PLOLWDU\ UHTXLUHPHQWV

VHSDUDWHO\�

6HYHUDO EURDG FRQFOXVLRQV KDYH HPHUJHG RQ WKH UHTXLUHPHQW IRU PDULWLPH SDWURO�

x PDULWLPH SDWURO LV DQ HVVHQWLDO SDUW RI SURWHFWLQJ 1HZ =HDODQG¶V VRYHUHLJQW\ LQ WKH

EURDGHVW VHQVH DQG RXU LQWHUHVWV LQ WKH 6RXWKHUQ 2FHDQ DQG $QWDUFWLFD� /DFN RI

NQRZOHGJH DERXW DFWLYLWLHV LQ RXU ]RQH ZRXOG PDNH LW GLIILFXOW WR HQIRUFH VRYHUHLJQW\

DQG LQ FRQWURO RYHU WKH DUHD XQGHU 1HZ =HDODQG MXULVGLFWLRQ� 0DULWLPH SDWURO LV

HVVHQWLDO IRU VHDUFK DQG UHVFXH� :LWKRXW DQ DLUERUQH FDSDELOLW\� RWKHU PHWKRGV �

VDWHOOLWH VXUYHLOODQFH� LQWHOOLJHQFH� VXUIDFH SDWURO � GR QRW LQ WKHPVHOYHV SURYLGH DQ

DGHTXDWH FRYHUDJH RI WKH VXUYHLOODQFH QHHG�

x DW LVVXH LV ZKHWKHU WKHUH DUH SDUWV RI WKH PDULWLPH VXUYHLOODQFH FRYHUDJH WKDW 1HZ

=HDODQG FRXOG GURS� :H KDYH FRPH WR WKH FRQFOXVLRQ WKDW WKHUH DUH QRW � VWUHWFKHG DV

ZH DUH� WR GURS FRPPLWPHQWV LQ WKH DUHDV RI LQWHUHVW WR XV ZRXOG KDYH DGYHUVH

FRQVHTXHQFHV IRU 1HZ =HDODQG�

x LQ WKH DUHD XQGHU 1HZ =HDODQG MXULVGLFWLRQ �

� WKH QHHG IRU PDULWLPH SDWURO LV LQFUHDVLQJ QRW GLPLQLVKLQJ� 7KHUH DUH QHZ

FKDOOHQJHV� VXFK DV LOOHJDO PLJUDWLRQ� GUXJ UXQQLQJ DQG VPDOO VFDOH WHUURULVP

WKDW SUHVHQW DQ LQFUHDVHG WKUHDW�

� SUHVVXUH RQ ZRUOG ILVKHULHV PHDQV WKDW WKH RYHUFDSDFLW\ RI WKH 1RUWKHUQ

+HPLVSKHUH ILVKLQJ LQGXVWU\ LV KDYLQJ D VSLOORYHU HIIHFW RQ ILVKHULHV RI GLUHFW

LQWHUHVW WR XV� VXFK DV WKH 6RXWKHUQ 2FHDQ� WKH 3DFLILF DQG SRWHQWLDOO\ WKH 1=

((=� ,Q SUDFWLFDO WHUPV� QRW WR VXSSRUW WKH LQWHUQDWLRQDO ILVKHULHV DJUHHPHQWV

ZRXOG EH WR DOORZ SUHVVXUH RQ RXU RZQ ILVKHULHV WR EXLOG� DQG SRWHQWLDOO\ WR

DOORZ RXU RZQ UHVRXUFH WR EH GHVWUR\HG�

x WKHUH DUH JRRG UHDVRQV IRU QRW UHGXFLQJ RXU FRPPLWPHQWV WR PDULWLPH SDWURO LQ RXU

QHDU QHLJKERXUKRRG �

� ZH KDYH DVVXPHG FHUWDLQ REOLJDWLRQV� LQFOXGLQJ XQGHU LQWHUQDWLRQDO WUHDW\� WR

XQGHUWDNH UHVRXUFH PDQDJHPHQW DQG SURWHFWLRQ� FRQVHUYDWLRQ� VHDUFK DQG
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UHVFXH DQG GLVDVWHU UHOLHI ZRUN� :H DOVR KDYH FRQVWLWXWLRQDO UHTXLUHPHQWV WR

DVVLVW WKH 3DFLILF ,VODQGV LQ GHIHQFH DQG IRUHLJQ DIIDLUV�

� LW ZRXOG VHQG QHJDWLYH VLJQDOV WR WKH 3DFLILF DERXW RXU FRPPLWPHQW WR DVVLVW

WKHLU QDWLRQ EXLOGLQJ� DQG FRQYHUVHO\ VLJQDO WR RWKHUV ZKR PD\ EH LQWHUHVWHG LQ

WKHP IRU QHIDULRXV SXUSRVHV WKDW ZH DUH XQFRQFHUQHG� 7KHUH ZLOO EH DGGLWLRQDO

UHTXLUHPHQWV IRU VXUYHLOODQFH ZKHQ QHZ ILVKHULHV DJUHHPHQWV JRYHUQLQJ FDWFKHV

LQ WKH KLJK VHDV FRPH LQWR IRUFH� 7KH 3DFLILF LV SUHVHQWLQJ D QHZ� XQVWDEOH IDFH

ZLWK WKH SRWHQWLDO QHHG IRU LQFUHDVHG DWWHQWLRQ IURP 1HZ =HDODQG� 0LOLWDU\

DVVHWV ZLOO FRQWLQXH WR EH LPSRUWDQW KHUH� SRWHQWLDOO\ LQ GLUHFW GHIHQFH RI 1HZ

=HDODQG FLWL]HQV�

� ZH ZRXOG VLJQDO WR $XVWUDOLD WKDW ZH GR QRW WDNH ERUGHU FRQWURO VHULRXVO\�

0RUH LPSRUWDQWO\� WKH $XVWUDOLDQV ZRXOG SHUFHLYH D UHGXFHG FRPPLWPHQW RQ

1HZ =HDODQG¶V SDUW WR WKH WUDQV�7DVPDQ GHIHQFH UHODWLRQVKLS�

� ZH ZRXOG EH XQDEOH WR PHHW RXU REOLJDWLRQV WR WKH )3'$ DQG ZRXOG UHGXFH

RXU VWDQGLQJ ZLWK 6LQJDSRUH DQG 0DOD\VLD�

x ZH ZRXOG EH XQDEOH WR PHHW IXOO\ RXU REOLJDWLRQV LQ UHVSHFW RI VHDUFK DQG UHVFXH� LQ

WKH HYHQW 1HZ =HDODQGHUV RU FLWL]HQV RI RWKHU FRXQWULHV VWULNH WURXEOH ZKHQ RYHUIO\LQJ

RU VDLOLQJ WKURXJK RXU DUHDV RI UHVSRQVLELOLW\� ,W ZRXOG EH D GRXEOH VWDQGDUG WKDW ZRXOG

EH KDUG WR MXVWLI\�

x VHFXULW\ LQYROYHV PRUH WKDQ GHIHQFH� DQG KDV LQWHUQDWLRQDO DV ZHOO DV GRPHVWLF

GLPHQVLRQV� ,Q DQ LQWHUGHSHQGHQW ZRUOG 1HZ =HDODQG¶V LQWHUHVWV GHSHQG RQ

HQJDJHPHQW LQ D ZLGH UDQJH RI DFWLYLWLHV � WKH ZRUN ZH GR RQ VXVWDLQDEOH GHYHORSPHQW�

HPHUJHQF\ UHOLHI DQG GLVDVWHU DVVLVWDQFH� VHDUFK DQG UHVFXH� LQWHUQDWLRQDO WUDGH� VXSSRUW

IRU WKH UXOHV�EDVHG PXOWLODWHUDO V\VWHP DQG LQWHUQDWLRQDO ODZ� KXPDQ ULJKWV�

GLVDUPDPHQW DQG DUPV FRQWURO� 7KLV OHDGV WR WZR IXUWKHU FRQFOXVLRQV RQ WKH UHGXFWLRQ

RI FXUUHQW PDULWLPH SDWURO DFWLYLWLHV�

� WKH SROLWLFDO GRZQVLGHV RI D UHGXFHG PDULWLPH SDWURO FDSDELOLW\ DUH KDUG WR

TXDQWLI\ LQ GROODU WHUPV� H[FHSW SHUKDSV ZKHUH ILVKHULHV DUH FRQFHUQHG� 7KHUH

ZRXOG EH ILQDQFLDO VDYLQJV IURP QRW GRLQJ VRPH RI WKH SDWURO DFWLYLW\

FXUUHQWO\ FDUULHG RXW LQ WKH IXUWKHVW UHDFKHV RI WKH RXU DUHD RI LQWHUHVW�

� EXW WKH FRVWV WR 1HZ =HDODQG¶V RWKHU LQWHUHVWV RI QRW PHHWLQJ WKHVH

REOLJDWLRQV ZRXOG EH JUHDWHU�

x 1HZ =HDODQG KDV DQ H[LVWLQJ QDWLRQDO FDSDELOLW\ �WKH 51=$) 2ULRQV� WKDW PDNHV D

XVHIXO FRQWULEXWLRQ WR RXU RYHUDOO IRUHLJQ SROLF\ DQG VHFXULW\ REMHFWLYHV� :LWKRXW DQ

LQGHSHQGHQW FDSDELOLW\ WR PHHW WKH QHHG� ZH ZRXOG EH PRUH UHOLDQW RQ RWKHUV� $V VXFK�

RXU IUHHGRP RI DFWLRQ ZRXOG EH SRWHQWLDOO\ FRPSURPLVHG DQG RXU LQWHUQDWLRQDO

VWDQGLQJ GLPLQLVKHG� )RU D FRXQWU\ FRPPLWWHG WR XSKROGLQJ KXPDQ ULJKWV DQG

IXQGDPHQWDO IUHHGRPV� DQG WR SOD\LQJ D UROH DV D JRRG LQWHUQDWLRQDO FLWL]HQ LQ D WURXEOHG

ZRUOG� WKH DELOLW\ WR HPSOR\ PLOLWDU\ IRUFH UHPDLQV �ZLWK DOO WKH REYLRXV FDYHDWV� DQ

LPSRUWDQW IRUHLJQ SROLF\ LQVWUXPHQW DQG FULVLV PDQDJHPHQW WRRO�
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x 7KH 51=$)¶V 3� 2ULRQV FRQVWLWXWH DQ HIIHFWLYH VXUYHLOODQFH�UHFRQQDLVVDQFH SODWIRUP

IRU D YDULHW\ RI FLYLOLDQ DQG PLOLWDU\ WDVNV� :LWK D OLIH H[SHFWDQF\ RI �� SOXV \HDUV

�IROORZLQJ WKHLU UHFHQW ZLQJ XSJUDGH�� WKH\ ZRXOG EH GLIILFXOW DQG YHU\ H[SHQVLYH WR

UHSODFH� $Q\ UHSODFHPHQW ZRXOG KDYH WR KDYH WKH 3� 2ULRQV¶ FDSDELOLWLHV�

x D PLOLWDU\ FDSDELOLW\ XVHG IRU FLYLO SXUSRVHV UHWDLQV WKH RSWLRQ RI D JUDGXDWHG UHVSRQVH�

0LOLWDU\ DVVHWV FDQ EH XVHG IRU PLOLWDU\ RU FLYLOLDQ SXUSRVHV RU IRU ERWK PLOLWDU\ DQG

FLYLOLDQ SXUSRVHV� $ DLUFUDIW RI WKLV VRUW LV D UHTXLUHPHQW LI ZH DUH WR HQVXUH IXOO

FRYHUDJH RI WKH RXWHUPRVW UHDFKHV RI 1HZ =HDODQG¶V MXULVGLFWLRQ DV ZHOO DV RXU

LQWHUHVWV LQ $QWDUFWLFD DQG WKH 6RXWKHUQ 2FHDQ DQG RXU VHDUFK DQG UHVFXH REOLJDWLRQV�

,W HQDEOHV 1HZ =HDODQG WR VXSSRUW LWV VPDOO 6RXWK 3DFLILF QHLJKERXUV LQ WKHLU RZQ

HIIRUWV WR SURWHFW WKHLU UHVRXUFHV DQG VRYHUHLJQW\� ,Q WKH HYHQW RI 1HZ =HDODQG ILQGLQJ

LWVHOI REOLJHG WR WDNH PLOLWDU\ DFWLRQ� HLWKHU LQ RXU RZQ UHJLRQ RU IXUWKHU DILHOG� WKH

DEVHQFH RI WKH PLOLWDU\ PDULWLPH FDSDELOLW\ ZRXOG QDUURZ WKH RSWLRQV DYDLODEOH WR WKH

*RYHUQPHQW�
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