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7KH 1DWLRQDO &RPSOLDQFH 8QLW �2SHUDWLRQV� SUHSDUHG WKLV UHSRUW�
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7KLV UHSRUW ZDV SUHVHQWHG LQ WZR SKDVHV� ILUVW GUDIW �� 2FWREHU ����� ILQDO YHUVLRQ � 1RYHPEHU
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7KLV GRFXPHQW KDV EHHQ UHFODVVLILHG GXH WR WKH UHPRYDO RI FHUWDLQ VHQVLWLYH LQIRUPDWLRQ�

,GHQWLI\ DQG GHWDLO WKH 0LQLVWU\ RI )LVKHULHV¶ PDULWLPH SDWURO

UHTXLUHPHQWV� ZLWK SDUWLFXODU UHJDUG WR DHULDO VXUYHLOODQFH�

x ,GHQWLI\ WKH QDWXUH DQG H[WHQW RI WKH ILVKHULHV WR EH FRYHUHG

E\ PDULWLPH VXUYHLOODQFH�

x 'HWHUPLQH WKH UDQJH RI FDSDELOLWLHV QHFHVVDU\ WR SURYLGH

DSSURSULDWH DHULDO VXUYHLOODQFH FRYHU�

x 2XWOLQH D QXPEHU RI RSWLRQV WKDW GHOLYHU WKH UHTXLUHG UDQJH

RI FDSDELOLWLHV�
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1HZ =HDODQG )LVKHULHV :DWHUV �����������������������������������������������������������
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$HULDO 6XUYHLOODQFH +LVWRU\ ����������������������������������������������������������������

3UHYLRXV $VVHVVPHQWV���������������������������������������������������������������������������

2WKHU 6XUYHLOODQFH 7RROV ���������������������������������������������������������������������

2YHUVHDV ([SHULHQFHV ��������������������������������������������������������������������������
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x 6XUYHLOODQFH 5DQJHV�������������������������������������������������������������������������

x 6XUYHLOODQFH 7LPHV���������������������������������������������������������������������������

x 6XUYHLOODQFH 6\VWHPV �����������������������������������������������������������������������

&RQFOXVLRQV ������������������������������������������������������������������������������������������

x ,GHQWLILFDWLRQ RI 2SWLRQV ������������������������������������������������������������������

$SSHQGLFHV

�� ,QVKRUH )LVKHULHV ������������������������������������������������������������������������������

�� 'HHSZDWHU )LVKHULHV �������������������������������������������������������������������������

�� ,QWHUQDWLRQDO )LVKHULHV ����������������������������������������������������������������������

�� (QIRUFHPHQW 3DUDPHWHUV ������������������������������������������������������������������

�� 0RQWKO\ %UHDNGRZQ )LVKHULHV����������������������������������������������������������

�� %DFNJURXQG RQ WKH 3��. 2ULRQ ��������������������������������������������������������

�� 3DWURO 'LVWULEXWLRQ����������������������������������������������������������������������������

�� &RXQWU\ 5HSRUWV�������������������������������������������������������������������������������

�� 6XPPDU\ RI ���� )LJXUHV ����������������������������������������������������������������

��� &DOFXODWLRQ RI ,QVKRUH +RXUV������������������������������������������������������������

��� 2SHUDWLRQDO &DSDELOLWLHV �������������������������������������������������������������������
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%DFNJURXQG

1HZ =HDODQG¶V ILVKHULHV UHVRXUFHV DUH LWV IRXUWK ODUJHVW H[SRUW HDUQHU� GHOLYHULQJ XS WR ���� ELOOLRQ D

\HDU WR WKH HFRQRP\� \HW WKH\ DUH VSUHDG RYHU WKH ZRUOG¶V IRXUWK ODUJHVW ([FOXVLYH (FRQRPLF =RQH�

7KLV FUHDWHV D FKDOOHQJH IRU PDULWLPH VXUYHLOODQFH� *LYHQ WKH YDOXH RI WKH UHVRXUFH DQG LWV ZLGH

H[WHQW� HIIHFWLYH PDULWLPH VXUYHLOODQFH PXVW EH ZHOO SODQQHG� ZHOO H[HFXWHG DQG FRVW HIIHFWLYH�

)RU WKLV UHDVRQ� DHULDO VXUYHLOODQFH LV RQH RI D QXPEHU RI PDULWLPH VXUYHLOODQFH WRROV XVHG E\ WKH

0LQLVWU\ RI )LVKHULHV �0)LVK� LQ D FR�RUGLQDWHG� LQWHOOLJHQFH�GULYHQ IDVKLRQ� DLPHG DW PD[LPLVLQJ

FRPSOLDQFH ZLWK ILVKHULHV ODZV� 2WKHU WRROV FRPSOLPHQWLQJ DHULDO VXUYHLOODQFH LQFOXGH WKH VDWHOOLWH

YHVVHO PRQLWRULQJ V\VWHP� VFLHQWLILF REVHUYHUV� VXUIDFH SDWUROV� ODQG�EDVHG LQVSHFWLRQV DQG

LQYHVWLJDWLRQV� DQG VDWHOOLWH LPDJHU\�

$HULDO VXUYHLOODQFH FRYHUDJH RI 1HZ =HDODQG¶V ILVKHULHV KDV EHHQ FDUULHG RXW SUHGRPLQDQWO\ E\

5R\DO 1HZ =HDODQG $LU )RUFH �51=$)� 2ULRQV� DQG E\ VPDOO FRPPHUFLDO DLUFUDIW RQ DQ DG KRF

EDVLV� 0)LVK UHTXLUHV SDWUROV WR KDYH VRSKLVWLFDWHG VXUYHLOODQFH V\VWHPV WR FROOHFW� VWRUH� DQDO\VH

DQG WUDQVPLW GDWD LQ D ZD\ WKDW DOORZV WKH LQIRUPDWLRQ WR EH XVHG LQ D WLPHO\ PDQQHU DQG WR DQ

HYLGHQWLDO VWDQGDUG ZKHQ UHTXLUHG�

$QDO\VLV

7KLV 5HYLHZ SULRULWLVHV LQVKRUH� GHHSZDWHU DQG LQWHUQDWLRQDO ILVKHULHV DQG IRUHFDVWV KRZ UDQJH�

GLVWULEXWLRQ DQG VHDVRQDO YDULDWLRQV LQ WKHVH ILVKHULHV ZLOO DIIHFW VXUYHLOODQFH UHTXLUHPHQWV�

$QDO\VLV FRQGXFWHG IRU WKLV 5HYLHZ VKRZV PRVW FDWFK LV WDNHQ UHODWLYHO\ FORVH WR ODQG� JLYHQ WKH

H[WUHPH UDQJHV RI 1HZ =HDODQG¶V ([FOXVLYH (FRQRPLF =RQH� ,W IRXQG WKDW WKH LQVKRUH ILVKHULHV

UHFHLYH RQO\ ��� SHU FHQW RI WKHLU UHTXLUHG DHULDO VXUYHLOODQFH HIIRUW� DQG WKDW LV E\ FLYLO DLUFUDIW

ZKLFK SRVVHVV� DW EHVW� RQO\ UXGLPHQWDU\ VXUYHLOODQFH V\VWHPV� 7KH GHHSZDWHU ILVKHULHV GR QRW IDUH

PXFK EHWWHU UHFHLYLQJ RQO\ ���� SHU FHQW RI WKHLU UHTXLUHG VXUYHLOODQFH KRXUV�

�;(&87,9( �800$5<
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&RQFOXVLRQV

7KH DQDO\VLV FRQWDLQHG LQ WKLV 5HYLHZ GHPRQVWUDWHV WKDW�

:KLOH D ORQJ�UDQJH FDSDELOLW\ LV VWLOO UHTXLUHG� D PXFK VKRUWHU�UDQJH DLUFUDIW

FRXOG SDWURO WKH PDMRULW\ RI RXU ILVKHULHV�

$ JDS DQDO\VLV UHYHDOV WKDW LQ WHUPV RI WKH FXUUHQW VXUYHLOODQFH HIIRUW�

�� 7KHUH LV D VXEVWDQWLDO JDS EHWZHHQ WKH DHULDO VXUYHLOODQFH KRXUV UHTXLUHG E\

0)LVK DQG ZKDW LW FXUUHQWO\ UHFHLYHV IURP ERWK WKH 51=$) DQG DG KRF

FLYLOLDQ VHUYLFH SURYLGHUV�

�� 7KH JDS LGHQWLILHG LQ 0)LVK¶V VXUYHLOODQFH UHTXLUHPHQWV LV QRW VSUHDG

XQLIRUPO\� EXW KDV WKH JUHDWHVW LPSDFW LQ WKH ILVKHULHV WKDW RFFXU FORVH WR

ODQG �WKDW LV� ZLWKLQ �� QP��

7KH 5HYLHZ LGHQWLILHV D QXPEHU RI RSWLRQV UHODWLQJ WR WKH JDS LQ 0)LVK¶V VXUYHLOODQFH FDSDELOLW\�

�� 'R QRWKLQJ� DOORZ WKH FXUUHQW VXUYHLOODQFH OHYHOV WR UHPDLQ DV WKH\ DUH

2XWFRPH� LVVXHV QRW UHVROYHG�

�� ,QFUHDVH WKH XVH RI WKH 51=$) 2ULRQV

2XWFRPH� PDMRU JDSV ZRXOG VWLOO H[LVW LQ 0)LVK¶V VXUYHLOODQFH FDSDELOLW\� SDUWLFXODUO\ LQ WKH

LQVKRUH ILVKHULHV�

�� ,QFUHDVH XVH RI WKH FLYLO DYLDWLRQ VHFWRU

2XWFRPH� WKH XVH RI D QRQ�GHGLFDWHG FLYLOLDQ VXUYHLOODQFH FDSDELOLW\� LI LW H[LVWV� ZRXOG EH DQ

DWWHPSW WR LQWURGXFH D VWRS JDS VROXWLRQ�

�� &RQWUDFW D GHGLFDWHG VHUYLFH SURYLGHU

2XWFRPH� WKLV RSWLRQ FDQ PHHW DOO UHTXLUHPHQWV DQG ZRXOG GR VR LQ WKH PRVW FRVW�HIILFLHQW

PDQQHU� 6XE RSWLRQV DUH H[SORUHG LQ ³&RQFOXVLRQV´�
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1(: =($/$1'¶6 ),6+(5,(6

1HZ =HDODQG
V ILVKHULHV DUH RQH RI LWV PRVW YDOXHG UHVRXUFHV� 7UDGLWLRQDO 0DRUL FXOWXUDO WLHV ZLWK

ILVKHULHV DUH VWURQJ� DQG WKHLU ILVKLQJ ULJKWV DUH UHFRJQLVHG LQ ODZ DQG OLQNHG WR WKH 7UHDW\ RI

:DLWDQJL� 0DRUL KDYH WKH ULJKW WR D FRPPHUFLDO VWDNH LQ 1HZ =HDODQG
V ILVKLQJ LQGXVWU\ DQG D UROH

LQ LWV PDQDJHPHQW� 0DRUL DOVR KDYH LPSRUWDQW QRQ�FRPPHUFLDO� FXVWRPDU\ ILVKLQJ ULJKWV�

)LVKLQJ LV D SRSXODU OHLVXUH DFWLYLW\ IRU DV PDQ\ DV RQH LQ ILYH 1HZ =HDODQGHUV� 7KHUH DUH D YDULHW\

RI UHDVRQV ZK\ VR PDQ\ SHRSOH SDUWLFLSDWH LQ UHFUHDWLRQDO ILVKLQJ� 7KH\ LQFOXGH LQIRUPDO IRRG

VXSSOHPHQWDWLRQ� IRU D FKDOOHQJLQJ VSRUW� D TXLHW UHFUHDWLRQDO SXUVXLW� RU WR HQMR\ WKH RXWGRRUV� 7KH

YDOXH RI UHFUHDWLRQDO ILVKLQJ DV D ZKROH� IRU WKH ILYH PRVW SRSXODU VSHFLHV �VQDSSHU� NDKDZDL� URFN

OREVWHU� EOXH FRG DQG NLQJILVK�� KDV EHHQ HVWLPDWHG WR EH ���� PLOOLRQ
�
�

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

DSSUR[LPDWHO\ ������� WRQQHV D \HDU IURP ZLOG ILVKHULHV DQG DTXDFXOWXUH� 7KH YDOXH RI WKLV KDUYHVW

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

WKH 1HZ =HDODQG HFRQRP\ LV ���� ELOOLRQ� 7KH LQGXVWU\ GLUHFWO\ SURYLGHV HPSOR\PHQW IRU ������

DQG LQGLUHFWO\ HPSOR\V D IXUWKHU ������
�
�

+RZHYHU ILVKHULHV DUH D OLPLWHG UHVRXUFH� 0RVW SHRSOH DFFHSW WKDW LI ZH ZDQW WR VXVWDLQ RXU

ILVKHULHV IRU IXWXUH JHQHUDWLRQV WR XVH DQG HQMR\� ZH QHHG WR PDQDJH WKHP UHVSRQVLEO\� 7KLV

PDQDJHPHQW LQFOXGHV RSHUDWLQJ DQ HIIHFWLYH FRPSOLDQFH UHJLPH� RI ZKLFK VXUYHLOODQFH LV DQ LQWHJUDO

SDUW�

1HZ =HDODQG� ZLWK WKH IRXUWK ODUJHVW H[FOXVLYH HFRQRPLF ]RQH �((=� LQ WKH ZRUOG DQG DQ DUHD RI

��� PLOOLRQ VTXDUH QDXWLFDO PLOHV �QP�� SODFHV WRXJK DQG XQLTXH GHPDQGV RQ ILVKHULHV VXUYHLOODQFH�

7KH ��� QP ((= UDQJHV IURP WKH 6XE�7URSLFDO ODWLWXGHV RI WKH QRUWK WR WKH 6XE�$QWDUFWLF ZKHUH

FRPPHUFLDO ILVKHUV HQFRXQWHU VRPH RI WKH ZRUVW SRVVLEOH VHD FRQGLWLRQV� 7KH IXUWKHVW SRLQW RI WKH

((= LV DSSUR[LPDWHO\ ��� QP IURP WKH QHDUHVW DLUILHOG� 6HDVRQV DQG RWKHU HQYLURQPHQWDO

FRQGLWLRQV DOVR FUHDWH FRQVLGHUDEOH YDULDWLRQ�

1HZ =HDODQG
V VXUYHLOODQFH UHVSRQVLELOLWLHV DOVR H[WHQG EH\RQG LWV ((=� 8QGHU WKH 8QLWHG 1DWLRQV

&RQYHQWLRQ RQ WKH /DZ RI WKH 6HD �81&/26� 1HZ =HDODQG KDV ULJKWV DQG REOLJDWLRQV WR PDQDJH

DQG FRQVHUYH LWV UHVRXUFHV ZLWKLQ LWV ((= DQG WR FRQWURO WKH ILVKLQJ DFWLYLWLHV RI 1HZ =HDODQG�

IODJJHG YHVVHOV DQG LWV QDWLRQDOV RQ WKH KLJK VHDV� 7KHVH REOLJDWLRQV DUH HQODUJHG LQ WKH 8QLWHG

1DWLRQV )LVK 6WRFNV $JUHHPHQW �81)6$�
�
� WKH &RQYHQWLRQ IRU WKH &RQVHUYDWLRQ RI $QWDUFWLF

0DULQH /LYLQJ 5HVRXUFHV �&&$0/5�� DQG WKH UHFHQWO\ DJUHHG :HVWHUQ DQG &HQWUDO 3DFLILF

)LVKHULHV &RQYHQWLRQ �:&3)&�
�
�

�
9DOXH RI 1HZ =HDODQG 5HFUHDWLRQDO )LVKLQJ� E\ WKH 6RXWK $XVWUDOLDQ &HQWUH IRU (FRQRPLF 6WXGLHV� 1RYHPEHU �����

�
7KH 6HDIRRG ,QGXVWU\� LWV LPSRUWDQFH WR 1HZ =HDODQG
V HFRQRP\� E\ 0F'HUPRWW )DLUJUD\ *URXS WR WKH 6HDIRRG ,QGXVWU\ &RXQFLO /WG� 2FWREHU

�����
�
7KH IXOO WLWOH LV WKH $JUHHPHQW IRU WKH ,PSOHPHQWDWLRQ RI WKH 3URYLVLRQV RI WKH 8QLWHG 1DWLRQV &RQYHQWLRQ RQ WKH /DZ 2I WKH 6HD RI �� 'HFHPEHU

���� UHODWLQJ WR WKH &RQVHUYDWLRQ DQG 0DQDJHPHQW RI 6WUDGGOLQJ )LVK 6WRFNV DQG +LJKO\ 0LJUDWRU\ )LVK 6WRFNV�
�
7KH IXOO WLWOH LV WKH &RQYHQWLRQ RQ WKH &RQVHUYDWLRQ DQG 0DQDJHPHQW RI +LJKO\ 0LJUDWRU\ )LVK 6WRFNV LQ WKH :HVWHUQ DQG &HQWUDO 3DFLILF 2FHDQ�

�,6+(5,(6�$&.*5281'
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1HZ =HDODQG LPSOHPHQWV LWV LQWHUQDWLRQDO REOLJDWLRQV WKURXJK GRPHVWLF OHJLVODWLRQ VXFK DV WKH

)LVKHULHV $FW ����� WKH )LVKHULHV $FW ����� WKH 7HUULWRULDO 6HD� &RQWLJXRXV =RQH DQG ([FOXVLYH

(FRQRPLF =RQH $FW ����� WKH $QWDUFWLF 0DULQH /LYLQJ 5HVRXUFHV $FW ����� DQG WKH 'ULIWQHW

3URKLELWLRQ $FW �����

4XRWD 0DQDJHPHQW 6\VWHP

7KH )LVKHULHV $FWV ���� DQG ���� DOVR GHILQH WKH TXRWD PDQDJHPHQW V\VWHP �406� ZKLFK LV WKH

KHDUW RI 1HZ =HDODQG
V ILVKHULHV PDQDJHPHQW IUDPHZRUN� 7KH 406 ZDV LQWURGXFHG LQ ���� DQG

FRQWUROV WKH WRWDO FRPPHUFLDO FDWFK IURP DOO WKH PDLQ ILVK VWRFNV IRXQG ZLWKLQ WKH ((=� ,W ZDV

LQWURGXFHG WR�

x SUHYHQW RYHU ILVKLQJ� ZKLFK KDG UHDFKHG GDQJHURXV OHYHOV LQ VRPH LQVKRUH ILVKHULHV� DQG

ZLWK FHUWDLQ VSHFLHV VXFK DV VQDSSHU

x LPSURYH WKH HFRQRPLF HIILFLHQF\ RI WKH ILVKLQJ LQGXVWU\�

,QSXW FRQWUROV

3ULRU WR ���� ILVKHULHV PDQDJHPHQW LQ 1HZ =HDODQG ZDV EDVHG SULPDULO\ RQ YHVVHO� JHDU DQG DUHD

UHVWULFWLRQV� NQRZQ DV LQSXW FRQWUROV� 7KH PDLQ GLVDGYDQWDJH ZLWK FRQWUROOLQJ LQSXWV LV WKDW FRQWUROV

RQ RQH LQSXW FDQ XVXDOO\ EH DYRLGHG E\ VXEVWLWXWLQJ DQRWKHU LQSXW� 2YHU ILVKLQJ LV QRW QHFHVVDULO\

SUHYHQWHG� )RU H[DPSOH� D UHVWULFWLRQ RQ WKH QXPEHU RI URFN OREVWHU SRWV DOORZHG FRXOG EH

FLUFXPYHQWHG E\ XVLQJ WKH SRWV PRUH RIWHQ� RU XVLQJ IDVWHU� PRUH SRZHUIXO ERDWV FRXOG FLUFXPYHQW D

UHVWULFWLRQ RQ WKH VL]H RI ERDWV�

,QSXW FRQWUROV FDQ DFWXDOO\ KDYH D QHJDWLYH HIIHFW� E\ LPSHGLQJ WKH GHYHORSPHQW RI PRUH HIILFLHQW

WHFKQRORJ\ DQG PDNLQJ WKH 1HZ =HDODQG ILVKLQJ LQGXVWU\ OHVV FRPSHWLWLYH�

:KLOH LQSXW FRQWUROV DUH VWLOO XVHG WR PDQDJH VRPH VSHFLILF ILVKHULHV WKH PDMRULW\ RI 1HZ =HDODQG
V

ILVKHULHV DUH PDQDJHG E\ RXWSXW FRQWUROV�

2XWSXW FRQWUROV

7KH DSSURDFK XVHG ZLWK WKH 406 LV WR GLUHFWO\ OLPLW WKH WRWDO TXDQWLW\ WDNHQ E\ WKH FRPPHUFLDO

ILVKLQJ LQGXVWU\ VR WKDW WKHUH DUH VXIILFLHQW ILVK DYDLODEOH IRU QRQ�FRPPHUFLDO XVHV DQG IRU WKH

FRQVHUYDWLRQ RI WKH UHVRXUFH� 7KHVH DUH NQRZQ DV RXWSXW FRQWUROV� �7KH QHHGV RI UHFUHDWLRQDO

ILVKHUV DQG 0DRUL LQWHUHVWV DUH DOORZHG IRU EHIRUH FRPPHUFLDO TXRWD OHYHOV DUH VHW��

:LWKLQ WKH FRPPHUFLDO FDWFK OLPLW� RZQHUVKLS RI TXRWD GHWHUPLQHV DFFHVV� 4XRWD LV D ULJKW WR

KDUYHVW D SDUWLFXODU VSHFLHV LQ D GHILQHG DUHD� 4XRWD FDQ EH WUDGHG �ERXJKW� VROG� RU OHDVHG�� 7KH

406 LV GHVLJQHG WR HQVXUH VXVWDLQDEOH XVH RI WKH ILVKHULHV UHVRXUFHV ZKLOH DOORZLQJ HFRQRPLF

HIILFLHQF\ LQ WKH LQGXVWU\� 7KH TXRWD V\VWHP LV DOVR EHLQJ XVHG WR GHDO ZLWK 0DRUL FODLPV WR

FRPPHUFLDO ILVKHULHV�

7KH *RYHUQPHQW KDV D UHVSRQVLELOLW\ WR HQVXUH WKDW �� SHU FHQW RI DOO FRPPHUFLDO TXRWD LV

WUDQVIHUUHG WR WKH 7UHDW\ RI :DLWDQJL )LVKHULHV &RPPLVVLRQ LQ UHFRJQLWLRQ RI 0DRUL ULJKWV WR WKH

FRPPHUFLDO ILVKHU\� 7KH TXRWD LV EHLQJ GLVWULEXWHG WR LZL WKURXJK WKH 7UHDW\ RI :DLWDQJL )LVKHULHV

&RPPLVVLRQ�

1%� $SSHQGLFHV �� � DQG � SURYLGH IXUWKHU GHWDLO RQ WKH LQVKRUH� GHHSZDWHU DQG LQWHUQDWLRQDO
ILVKHULHV UHVSHFWLYHO\� $SSHQGL[ � RXWOLQHV WKH HQIRUFHPHQW SDUDPHWHUV LQ ZKLFK DQ\ VXUYHLOODQFH

FDSDELOLW\ ZLOO EH UHTXLUHG WR RSHUDWH�
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7KH VFRSH RI 1HZ =HDODQG¶V PDULWLPH LQWHUHVWV LV YDVW ERWK LQ WHUPV RI WKH YROXPH RI DFWLYLW\ DQG

WKH VL]H RI WKH DUHD LW HQFRPSDVVHV� (IIHFWLYH PRQLWRULQJ RI WKHVH LQWHUHVWV LV RI FRQVLGHUDEOH

LPSRUWDQFH WR WKH VHFXULW\ RI WKH FRXQWU\� WKH PDQDJHPHQW RI QDWXUDO UHVRXUFHV DQG WKH SUHVHUYDWLRQ

RI WKH PDULQH HQYLURQPHQW�

8QGHU LQWHUQDWLRQDO ODZ 1HZ =HDODQG KDV DQ REOLJDWLRQ WR SURWHFW DQG FRQVHUYH WKH ILVKHU\

UHVRXUFHV XQGHU RXU FRQWURO� ,W LV WKHUHIRUH WKH DLP RI WKH 0)LVK WR VWULYH WR DFKLHYH FRPSOLDQFH

ZLWK OHJLVODWLYH PHDVXUHV E\ DOO WKRVH WKDW RSHUDWH LQ 1HZ =HDODQG¶V DUHDV RI PDULWLPH LQWHUHVW DQG

WR GHWHU DQ\ ZRXOG�EH RIIHQGHUV� 1HZ =HDODQG PXVW DOVR KDYH WKH DELOLW\ WR DSSUHKHQG DQG EULQJ WR

MXVWLFH WKRVH ZKR IDLO WR FRPSO\ ZLWK WKRVH PHDVXUHV� ZKHWKHU WKLV DELOLW\ LV WKURXJK WKH FRXUW

V\VWHPV RU E\ GLSORPDWLF PHDQV�

,Q WKH ILVKHULHV FRQWH[W DHULDO VXUYHLOODQFH KDV D QXPEHU RI LPSRUWDQW UROHV WKDW VXSSRUW 1HZ

=HDODQG¶V UHVSRQVLELOLWLHV DV D PDULWLPH QDWLRQ� ,QGHHG� DHULDO VXUYHLOODQFH KHOSV WR SURWHFW DQG

PDLQWDLQ WKH LQWHJULW\ RI WKH 1HZ =HDODQG ((= DQG FRQWULEXWHV WRZDUG WKH FRXQWU\¶V YDULRXV

LQWHUQDWLRQDO REOLJDWLRQV�

$HULDO VXUYHLOODQFH KDV WKH IROORZLQJ EHQHILWV�

x 7KH DELOLW\ WR VHDUFK ODUJH WUDFWV RI RFHDQ TXLFNO\

x $ FRYHUW DQG RYHUW VXUYHLOODQFH SODWIRUP WR PRQLWRU ILVKLQJ DFWLYLWLHV E\ GD\ RU QLJKW

x 4XDOLW\ DVVXUDQFH DQG D FURVV�FKHFN IRU WKH RWKHU ILVKHULHV VXUYHLOODQFH WRROV

x $ SODWIRUP WR PRQLWRU WKH DFWLYLWLHV RI YHVVHOV WKDW DUH QRW FRYHUHG E\ WKH RWKHU WRROV

x $ ODUJH YDULHW\ RI HOHFWURQLF VHQVRUV DQG HTXLSPHQW DYDLODEOH DW YDU\LQJ FRVWV DQG FDSDELOLWLHV

x 7KH DELOLW\ WR WUDQVIHU LQIRUPDWLRQ WR DQG IURP VKRUH EDVHG DXWKRULWLHV SURYLGLQJ HDVH RI

FRPPDQG� FRQWURO DQG FR�RUGLQDWLRQ

x 7KH SURGXFWLRQ RI SKRWRJUDSKV� YLGHRV� FRPSXWHU GDWD DQG ZULWWHQ UHFRUGV IRU XVH LQ VXEVHTXHQW

SURVHFXWLRQV

x &RQVLGHUDEOH IOH[LELOLW\ DOORZLQJ UH�WDVNLQJ DW VKRUW�QRWLFH

%\ WKH YHU\ QDWXUH RI 1HZ =HDODQG¶V JHRJUDSK\� ILVKHULHV SURWHFWLRQ KDV WR RYHUFRPH VLJQLILFDQW

GLIILFXOWLHV LQ RUGHU WR PRQLWRU DFWLYLW\ DQG DFKLHYH FRPSOLDQFH� 7KH H[WUHPHV UDQJH IURP WKH QHHG

WR PRQLWRU ODUJH DUHDV RI FRDVWOLQH WKDW LV RIWHQ LQDFFHVVLEOH E\ ODQG� WR DUHDV RI RFHDQ WKDW DUH JUHDW

GLVWDQFHV IURP 1HZ =HDODQG DQG LQGHHG DQ\ RWKHU ODQG� ,Q WKLV FRQWH[W DHULDO VXUYHLOODQFH LV DQ

H[WUHPHO\ YDOXDEOH WRRO�

+LVWRU\

$HULDO VXUYHLOODQFH RI 1HZ =HDODQG ZDWHUV KDV� LQ RQH IRUP RU DQRWKHU� H[LVWHG IRU RYHU �� \HDUV�

)RU PXFK RI WKLV WLPH WKH VXUYHLOODQFH ZDV IRFXVHG PRUH RQ 1HZ =HDODQG¶V VHFXULW\ QHHGV� 7KH

GHFODUDWLRQ RI D ��� QDXWLFDO�PLOH ([FOXVLYH (FRQRPLF =RQH �((=� DURXQG 1HZ =HDODQG LQ ����

EURXJKW WKH FRXQWU\ QHZ IRXQG EHQHILWV LQ KDYLQJ H[FOXVLYH ULJKWV WR WKH ILVKHU\ UHVRXUFHV ZLWKLQ

WKLV ]RQH� :LWK WKHVH EHQHILWV FDPH QHZ UHVSRQVLELOLWLHV� KDYLQJ GHFODUHG WKH ((=� 1HZ =HDODQG

DFFHSWHG WKH FKDOOHQJH RI SURWHFWLQJ WKH PDULQH HQYLURQPHQW DQG VXVWDLQDEOH XWLOLVDWLRQ RI WKH

QDWXUDO UHVRXUFHV ZLWKLQ WKHVH QHZ ERXQGDULHV�

�(5,$/ �859(,//$1&(�$&.*5281'
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$W WKH WLPH� YHVVHOV IURP WKH 'LVWDQW :DWHU )LVKLQJ 1DWLRQV �':)1V� VXFK DV WKH 6RYLHW 8QLRQ�

-DSDQ DQG .RUHD PDGH XS D ODUJH SURSRUWLRQ RI WKH IOHHW H[SORLWLQJ 1HZ =HDODQG¶V ILVKHULHV

UHVRXUFHV� )DFHG ZLWK WKH WDVN RI PRQLWRULQJ ODUJH QXPEHUV RI WKHVH YHVVHOV RSHUDWLQJ ZLWKLQ DQ

((= RI ��� PLOOLRQ VTXDUH QDXWLFDO PLOHV� PDULWLPH SDWURO WRRN RQ DQ LQFUHDVLQJ OHYHO RI LPSRUWDQFH�

7+( 52<$/ 1(: =($/$1' $,5 )25&(

7KH SULPDU\ SURYLGHU RI DHULDO VXUYHLOODQFH LQ 1HZ =HDODQG LV WKH 5R\DO 1HZ =HDODQG $LU )RUFH

�51=$)�� 7KLV VLWXDWLRQ ZDV IRUPDOLVHG LQ ���� E\ D 0HPRUDQGXP RI 8QGHUVWDQGLQJ EHWZHHQ WKH

WKHQ 0LQLVWU\ RI $JULFXOWXUH DQG )LVKHULHV �0$)� DQG WKH 1HZ =HDODQG 'HIHQFH )RUFH� 7KLV

VSHFLILHG WKH DUUDQJHPHQWV IRU FR�RSHUDWLRQ LQ WKH SURYLVLRQ DQG PDQDJHPHQW RI ILVKHULHV DHULDO DQG

VXUIDFH VXUYHLOODQFH� ZLWK WKH DFWXDO GHWDLO SHUWDLQLQJ WR WKH DHULDO FRPSRQHQW FRQWDLQHG LQ D

'HSDUWPHQWDO $JUHHPHQW EHWZHHQ 0$) DQG WKH 0LQLVWU\ RI 'HIHQFH�

'HSHQGLQJ RQ WKH VLWXDWLRQ� YDULRXV W\SHV RI DLUFUDIW KDYH EHHQ XVHG LQ WKLV UROH RYHU WKH \HDUV� 7KH

$��. 6N\KDZNV� $QGRYHUV� &����+ +HUFXOHV DQG WKH )��� )ULHQGVKLS KDYH DOO EHHQ XVHG DW VRPH

SRLQW LQ WLPH WR FDUU\ RXW ILVKHULHV SURWHFWLRQ GXWLHV� +RZHYHU� WKH SULPDU\ DLUFUDIW XVHG IRU WKLV

WDVN LV WKH 3��. 2ULRQ� $SSHQGL[ � JLYHV IXUWKHU GHWDLOV RQ WKH 2ULRQ�

/HYHO RI &RPPLWPHQW

&XUUHQWO\� ILVKHULHV SURWHFWLRQ WDVNV IRUPDOO\ UHFHLYH �� 2ULRQ IOLJKWV DQQXDOO\� 7KLV HTXDWHV WR WZR

SDWUROV D PRQWK ZLWK WKH DLUFUDIW EHLQJ RQ VWDWLRQ IRU XS WR HLJKW KRXUV RQ HDFK SDWURO� 7KH

UHPDLQLQJ WLPH LQ D SDWURO LV VSHQW WUDQVLWLQJ EHWZHHQ WKH EDVH DQG WKH GHVLJQDWHG SDWURO DUHD� 7KH

FORVH ZRUNLQJ UHODWLRQVKLS EHWZHHQ WKH 0LQLVWU\ RI )LVKHULHV DQG WKH 51=$) DOORZV IRU D JUHDW

GHDO RI IOH[LELOLW\ ZLWK WKLV DOORFDWLRQ DQG WKH ZD\ WKH DLUFUDIW LV WDVNHG� ,I WKH QHHG DULVHV� WKH

51=$) FDQ RIWHQ JHW DQ DLUFUDIW DLUERUQH DW VKRUW QRWLFH WR IXOILO D UHTXHVW E\ WKH 0LQLVWU\�

$SDUW IURP WKH IRUPDO DOORFDWLRQ RI KRXUV WR ILVKHULHV ZRUN 2ULRQ FUHZV RIWHQ FDUU\ RXW VXUYHLOODQFH

ZKLOH XQGHUWDNLQJ RWKHU WDVNV� )RU H[DPSOH� ZKHQ DQ 2ULRQ LV VHQW QRUWK WR SDWURO WKH ((=V RI

VRPH RI WKH 6RXWK 3DFLILF FRXQWULHV� LW ZLOO SDWURO 1HZ =HDODQG ZDWHUV ZKHQ OHDYLQJ DQG UH�HQWHULQJ

WKH ((=� 7KH FUHZV DOVR UHPDLQ YLJLODQW ZKHQ LQYROYHG LQ PLOLWDU\ H[HUFLVHV� WUDLQLQJ DQG ZRUNLQJ

IRU RWKHU JRYHUQPHQW DJHQFLHV�

:LWK WKH DOORFDWHG SDWUROV WKH 0LQLVWU\ KDV FRQVLGHUDEOH LQSXW LQWR WKH SODQQLQJ RI HDFK SDWURO DQG

UHPDLQV LQ FORVH FRQWDFW ZLWK WKH 51=$) WKURXJK RXW LWV GXUDWLRQ�

2YHU WKH SDVW �� \HDUV WKH QXPEHU RI SDWUROV HDFK \HDU KDV YDULHG GXH WR RSHUDWLRQDO QHHGV� DLUFUDIW

DYDLODELOLW\ DQG VHUYLFHDELOLW\� 7KH PRVW VLJQLILFDQW FKDQJH LQ WKH OHYHOV RFFXUUHG EHWZHHQ WKH

ILQDQFLDO \HDUV RI ��������� DQG ��������� ZKHQ WKH QXPEHU RI SDWUROV GURSSHG IURP �� WR ��

UHVSHFWLYHO\� /HDGLQJ XS WR WKH HQG RI ���� WKH DYHUDJH QXPEHU RI SDWUROV GHGLFDWHG WR ILVKHULHV

VXUYHLOODQFH HDFK \HDU ZDV RYHU ��� 7KLV IHOO GUDPDWLFDOO\ LQ ���� WR D SRLQW ZKHUH WKLV WDVN KDV

UHFHLYHG DQ DYHUDJH RI �� SDWUROV D \HDU IRU WKH ODVW HLJKW \HDUV �)LJXUH ���
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1XPEHU RI ((= 3DWUROV &DUULHG 2XW E\ WKH 51=$)
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$ PDMRU FRQWULEXWLQJ IDFWRU WR WKH SRVW ���� UHGXFWLRQ LQ 51=$) ILVKHULHV SDWUROV ZDV WKH SKDVLQJ

RXW RI WKH $LU )RUFH¶V IOHHW RI )�� )ULHQGVKLS DLUFUDIW� 7KH 51=$) SXUFKDVHG WKUHH )RNNHU )��

)ULHQGVKLS 0N ��� DLUFUDIW IURP $LU 1HZ =HDODQG LQ ���� IRU WKH SXUSRVH RI WUDLQLQJ LWV 1DYLJDWRUV

DQG $LU (OHFWURQLF 2SHUDWRUV �$(23�� 7KH ���\HDU�ROG DLUOLQHUV ZHUH H[WHQVLYHO\ UHIXUELVKHG E\

$LU 1HZ =HDODQG WR FDUU\ RXW WKH WDVNV RI QDYLJDWLRQ DQG DLU HOHFWURQLFV WUDLQLQJ� VHDUFK DQG UHVFXH

DQG PDULWLPH VXUYHLOODQFH RI WKH 6RXWKHUQ &RDVWDO UHJLRQV�

7KH )��V� RSHUDWLQJ RXW RI :LJUDP� RIWHQ SDWUROOHG WKH LQVKRUH ILVKHULHV DURXQG %DQNV 3HQLQVXOD�

+RNLWLND DQG WKH :HVW &RDVW RI WKH 6RXWK ,VODQG� 7KH )�� ZDV OLPLWHG LQ LWV VXUYHLOODQFH UROH GXH

WR D QXPEHU RI IDFWRUV� 2QH ZDV WKDW WKH DYLRQLFV ILW RQ WKH DLUFUDIW ZDV SULPDULO\ JHDUHG WRZDUGV

LWV WUDLQLQJ UROH DQG DV VXFK� ILVKHULHV SDWUROV ZHUH RQO\ FRQGXFWHG LQ GD\OLJKW DQG UHOLHG RQ µRYHUW¶

PHDQV IRU YHVVHO LGHQWLILFDWLRQ� $QRWKHU GUDZEDFN ZDV WKDW WKH DLUFUDIW ZDV GHVLJQHG DV D VKRUW�

UDQJH FRPPXWHU DLUOLQHU DQG WKLV FRPELQHG ZLWK WKH QHHG WR EH DW ORZ�OHYHO IRU PXFK RI D SDWURO

PHDQW WKDW WKH DLUFUDIW KDG OLPLWHG UDQJH LQ WKH PDULWLPH VXUYHLOODQFH UROH� ,Q VSLWH RI WKH

VKRUWFRPLQJV RI WKH )�� LW GLG SURYLGH D XVHIXO SUHVHQFH LQ WKH LQVKRUH DUHDV WKDW ZHUH QRW RIWHQ

FRYHUHG E\ WKH PXFK ODUJHU 2ULRQV�

$W WKH HQG RI ���� WKH )ULHQGVKLSV ZHUH ZLWKGUDZQ IURP VHUYLFH DQG HYHQWXDOO\ GLVSRVHG RI ZKHQ

:LJUDP ZDV FORVHG LQ ����� 7KH PDULWLPH VXUYHLOODQFH UROH WKH )ULHQGVKLSV FDUULHG RXW ZDV QRW UH�

DOORFDWHG WR RWKHU XQLWV�

&RQFOXVLRQ

,Q ���� WKHUH ZDV D PDUNHG GHFOLQH LQ WKH OHYHO RI UHVRXUFHV FRPPLWWHG E\ WKH 51=$) WR

ILVKHULHV SURWHFWLRQ� 7KH QHW HIIHFW RI WKLV UHGXFWLRQ RI HIIRUW KDV EHHQ WKDW WKH LQVKRUH DUHDV

KDYH QRW KDG DQ\ UHFRJQLVHG DHULDO VXUYHLOODQFH FRYHUDJH IURP WKH 51=$) IRU WKH SDVW HLJKW

\HDUV� 2IIVKRUH FRYHUDJH OHYHOV KDYH UHPDLQHG UHDVRQDEO\ VWDWLF�
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'LVWULEXWLRQ RI 51=$) 3DWUROV DPRQJVW )LVKHULHV 0DQDJHPHQW $UHDV �)0$�

7KH ([FOXVLYH (FRQRPLF =RQH RI 1HZ =HDODQG KDV� IRU WKH SXUSRVHV RI PDQDJLQJ ILVKHULHV XQGHU

WKH 4XRWD 0DQDJHPHQW 6\VWHP� EHHQ GLYLGHG XS LQWR �� DUHDV NQRZQ DV )LVKHULHV 0DQDJHPHQW

$UHDV �)0$�� 7KH FKDUW RQ SDJH � VKRZV WKH GLVWULEXWLRQ RI WKH �� )0$V� 6HH DOVR $SSHQGL[ �

IRU D FKDUW LOOXVWUDWLQJ WKH ERXQGDULHV RI WKHVH DUHDV DQG JLYLQJ D GHWDLOHG EUHDNGRZQ RI 51=$)

SDWURO HIIRUW LQ HDFK )0$�

)LJXUH � GHPRQVWUDWHV WKH GLVWULEXWLRQ RI 51=$) SDWUROV DPRQJ WKH )0$V RYHU D ���\HDU SHULRG�

'LVWULEXWLRQ RI 51=$) 3DWURO &RYHUDJH ���������
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��

)0$ �
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)LJXUH �

'HVSLWH D VOLJKW VXUJH LQ WKH SDWURO HIIRUW H[SHQGHG LQ WKHVH DUHDV LQ WKH ��������� ILQDQFLDO \HDU�

WKH JHQHUDO WUHQG KDV EHHQ D VKDUS UHGXFWLRQ IROORZHG E\ D OHYHOOLQJ RXW RI WKH QXPEHU RI SDWUROV SHU

\HDU WR FXUUHQW OHYHOV�

7R D ODUJH H[WHQW WKH GLVWULEXWLRQ RI WKH SDWURO HIIRUW UHIOHFWV VRPH RI WKH PDMRU ILVKHULHV LQ 1HZ

=HDODQG ZDWHUV DQG VRPH RI WKH DUHDV PRVW YXOQHUDEOH WR LQWUXVLRQ E\ IRUHLJQ� XQOLFHQVHG YHVVHOV�

7KH &KDOOHQJHU DUHD �)0$�� IRU H[DPSOH� LQFOXGHV WKH :HVW &RDVW +RNL JURXQGV� WKH DUHDV FORVHG

WR FHUWDLQ WUDZOHUV DQG WKH ZHVWHUQ DSSURDFKHV WR 1HZ =HDODQG� 7KLV LV WKHUHIRUH DQ DUHD RI KLJK

DFWLYLW\ DQG DV VXFK PXFK RI WKH SDWURO HIIRUW LV H[SHQGHG LQ WKLV )0$�

7KH UHPDLQLQJ DUHDV UHFHLYHG VLPLODU OHYHOV RI FRYHUDJH ZLWK WKH H[FHSWLRQ RI WKH .HUPHGHFV

�)0$��� DQG WKH 6RXWK�(DVW �&RDVW� �)0$���

7KH .HUPHGHFV DUH DQ DUHD RI YHU\ OLWWOH DFWLYLW\ E\ 1HZ =HDODQG ILVKLQJ IOHHW GXH WR FXUUHQW

UHVWULFWLRQV DQG GHGLFDWHG SDWUROV LQ WKDW DUHD DUH UDUH� +RZHYHU� WKLV DUHD GRHV UHFHLYH LQGLUHFW

PRQLWRULQJ RQ D UHJXODU EDVLV WKURXJK WKH 2ULRQ SDWUROV WKDW KHDG QRUWK WR WKH 3DFLILF ,VODQGV�

$ ODUJH SURSRUWLRQ RI WKH SDWURO HIIRUW LQ WKH 6RXWK�(DVW �&RDVW� )0$ ZDV FDUULHG RXW E\ WKH )��� VR

LQ VSLWH RI WKH UHODWLYHO\ KLJK SURSRUWLRQ VKRZQ LQ WKH )LJXUH DERYH )0$� KDV� VLQFH WKH HQG RI

����� UHFHLYHG RQO\ HLJKW SHU FHQW RI WKH 2ULRQV WLPH LQ WKH SDVW HLJKW \HDUV�



��
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/RFDO FRPSOLDQFH WHDPV IURP 0)LVK KDYH HPSOR\HG FLYLOLDQ DLUFUDIW DV D PHDQV RI FRQGXFWLQJ

DHULDO VXUYHLOODQFH� EXW WKLV KDV PRVWO\ RFFXUUHG RQ DQ DG�KRF EDVLV� :KLOH WKH VSHFLILF W\SH RI

DLUFUDIW HPSOR\HG YDU\� WKH FRPPRQ UROHV IXOILOOHG E\ WKHVH DLUFUDIW KDYH UHWDLQHG D FHUWDLQ PHDVXUH

RI FRQVLVWHQF\� ,Q SDUWLFXODU� WKH IROORZLQJ UROHV DUH ZRUWK QRWLQJ�

x 6PDOO IL[HG�ZLQJ DLUFUDIW KDYH EHHQ XVHG WR ORFDWH JHQHUDO DUHDV LQ ZKLFK LQVKRUH FRPPHUFLDO

DFWLYLW\ RFFXUV� VXSSRUWLQJ ILVKHULHV VXUYHLOODQFH HIIRUWV FRQGXFWHG RQ WKH VXUIDFH� 7KLV KDV

HQDEOHG WKH LGHQWLILFDWLRQ RI ILVKLQJ YHVVHOV WKDW ZRXOG KDYH RWKHUZLVH SURYHQ GLIILFXOW�

HVSHFLDOO\ VLQFH YHVVHOV RSHUDWLQJ LQVKRUH DUH QRW UHTXLUHG WR FDUU\ RU RSHUDWH DQ $/&�

x +HOLFRSWHUV DQG IL[HG�ZLQJ DLUFUDIW KDYH EHHQ HPSOR\HG WR SDWURO ORQJ VWUHWFKHV RI FRDVWOLQH WKDW

KDYH SURYHQ H[WUHPHO\ GLIILFXOW WR DFFHVV GXH WR D ODFN RI VXLWDEOH URDGV� 7KHVH SDWUROV KDYH

DOVR HQDEOHG WKH JDWKHULQJ RI LQWHOOLJHQFH� VXFK DV LGHQWLI\LQJ NQRZQ SRDFKHUV� DQG DV D PHDQV

RI LGHQWLI\LQJ LOOHJDO ILVKLQJ DFWLYLWLHV ZLWKLQ FORVHG DUHDV� GXULQJ FORVHG VHDVRQV� RU WKURXJK WKH

XVH RI UHVWULFWHG ILVKLQJ PHWKRGV�

x 6PDOO IL[HG�ZLQJ DLUFUDIW KDYH RFFDVLRQDOO\ EHHQ XVHG WR GHWHFW RIIHQFHV LQ ZKLFK FRPPHUFLDO

ILVKHUV KDYH VRXJKW WR JDLQ DQ DGYDQWDJH E\ IDOVHO\ UHSRUWLQJ WKHLU ILVKLQJ DUHDV� 7KLV W\SH RI

RIIHQGLQJ KDV EHHQ GLIILFXOW WR GHWHFW EHFDXVH LQIRUPDWLRQ QHHGV WR EH FRYHUWO\ JDWKHUHG ZLWKRXW

DOHUWLQJ WKH VXVSHFWHG ILVKHUV� DOORZLQJ WKHP WR LQFULPLQDWH WKHPVHOYHV E\ PDNLQJ IDOVH

GHFODUDWLRQV RQ WKHLU ILVKLQJ UHWXUQV�

x 6PDOO IL[HG�ZLQJ DLUFUDIW DQG KHOLFRSWHUV �FLYLOLDQ DQG SROLFH� KDYH EHHQ HPSOR\HG WR

LQYHVWLJDWH DUHDV RI LQWHUHVW� SURYLGLQJ RSSRUWXQLWLHV WR DFTXLUH SKRWRJUDSKV RI VSHFLILF SODFHV

DQG�RU SUHPLVHV�

7KH OHYHO RI FLYLOLDQ�FRQGXFWHG DHULDO VXUYHLOODQFH YDULHV JUHDWO\ EHWZHHQ WKH 1RUWK DQG 6RXWK

LVODQGV� DQG DPRQJ WKH GLVWULFW RIILFHV� )LJXUHV � DQG � LQGLFDWH WKH YDULDWLRQ DPRQJ WKH GLVWULFW

RIILFHV� DQG EHWZHHQ WKH 1RUWK DQG 6RXWK ,VODQGV� UHVSHFWLYHO\�

&XUUHQW 8VDJH RI $HULDO 6XUYHLOODQFH
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%UHDNGRZQ RI 6XUYHLOODQFH 8VDJH E\ ,VODQG 	 7\SH
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1RUWK ,VODQG � ��
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)LJXUH ��

7KH SHUFHLYHG DYDLODELOLW\ RI VXLWDEOH DLUFUDIW DSSHDUV WR EH D VLJQLILFDQW IDFWRU DIIHFWLQJ WKH H[WHQW

RI DHULDO VXUYHLOODQFH XQGHUWDNHQ E\ WKH GLVWULFW RIILFHV� $ KLJK SURSRUWLRQ RI WKH FLYLOLDQ LQVKRUH

VXUYHLOODQFH FRQGXFWHG E\ 0)LVK LV WKHUHIRUH QRW WDUJHWHG RQ WKH EDVLV RI D SULRULWLVDWLRQ RU

DVVHVVPHQW RI WKUHDWV EXW UDWKHU� RQ DYDLODEOH DHULDO DVVHWV� 7KH 6RXWK ,VODQG� FRQWDLQLQJ RQO\ IRXU

RI WKH QLQH PDLQ GLVWULFW RIILFHV� FRQGXFWHG �� KRXUV RI DHULDO VXUYHLOODQFH ZKLOH WKH 1RUWK ,VODQG

FRQGXFWHG D PHUH VL[WHHQ KRXUV� 7KH 6RXWK ,VODQG¶V VLJQLILFDQWO\ KLJKHU XVH RI DHULDO VXUYHLOODQFH LV

DWWULEXWDEOH WR WKH IRUWXLWRXV SUHVHQFH DQG LQYROYHPHQW RI D FRPPHUFLDO KHOLFRSWHU SLORW DOVR

HPSOR\HG E\ 0)LVK DV D )LVKHU\ 2IILFHU�

&RQFOXVLRQ

0)LVK¶V FXUUHQW GHSOR\PHQW RI FLYLOLDQ DHULDO VXUYHLOODQFH LQ WKH LQVKRUH DUHD LV

XQFRRUGLQDWHG� XQGHU�XWLOLVHG� DQG SODQQHG DFFRUGLQJ WR DYDLODEOH DHULDO DVVHWV UDWKHU WKDQ

JHQHUDWHG E\ SDUWLFXODU SULRULWLHV� )URP WKLV SRLQW RI YLHZ� WKH XVH RI FLYLOLDQ DHULDO

VXUYHLOODQFH UHTXLUHV XUJHQW UHYLHZ�



��

7KH SURYLVLRQ RI DHULDO VXUYHLOODQFH VHUYLFHV FRQVLGHUHG SXUHO\ IURP D ILVKHULHV SHUVSHFWLYH KDV

EHHQ H[WHQVLYHO\ WUDYHUVHG LQ WKH SDVW�

,Q ���� WKH 0LQLVWU\ �WKHQ WKH 0LQLVWU\ RI $JULFXOWXUH DQG )LVKHULHV� DVVHVVHG WKH ILVKHULHV

VXUYHLOODQFH QHHGV DQG WKH DYDLODEOH VXUYHLOODQFH FDSDFLW\ DQG SUHVHQWHG SURSRVDOV WR HVWDEOLVK D

FRPPHUFLDO DHULDO VXUYHLOODQFH FRQWUDFW WR SURYLGH ((= DQG LQVKRUH ILVKHULHV VXUYHLOODQFH� 6XFK D

VHUYLFH ZRXOG KDYH EHHQ FRPSOHPHQWDU\ WR WKH ORQJHU UDQJH FDSDELOLW\ RI WKH 51=$) DQG DOORZ IRU

WKDW FDSDFLW\ WR SURYLGH DQ LPSURYHG OHYHO RI VXUYHLOODQFH RI WKH ((= ERXQGDU\ DQG EH\RQG�

,Q ���� WKH 0LQLVWHU RI )LVKHULHV UHFRPPHQGHG WR WKH &DELQHW 3ROLF\ &RPPLWWHH WKDW WKH DHULDO

VXUYHLOODQFH UHVSRQVLELOLWLHV EH FODULILHG ZLWK 0$) UHVSRQVLEOH IRU VXUYHLOODQFH ZLWKLQ WKH ((= DQG

WKH 1= 'HIHQFH )RUFH UHVSRQVLEOH IRU WKH SURWHFWLRQ RI WKH LQWHJULW\ RI WKH ((= DQG DUHDV RI LQWHUHVW

EH\RQG� 7KH DUUDQJHPHQWV ZRXOG EH LPSOHPHQWHG ZLWK D WUDQVIHU RI ��P IURP 9RWH� 'HIHQFH WR

9RWH� )LVKHULHV WR HQDEOH 0$) WR FDOO WHQGHUV IRU WKH SURYLVLRQ RI XS WR ���� KRXUV RI ILVKHULHV

DHULDO VXUYHLOODQFH VHUYLFHV� $W WKDW WLPH WKH DOO LQFOXVLYH FRVWV RI FRQWUDFW VXUYHLOODQFH ZDV LQ WKH

RUGHU RI ����� SHU KRXU FRPSDUHG WR D PDUJLQDO RSHUDWLQJ FRVW RI QHDUO\ ����� SHU KRXU IRU D 3�

2ULRQ�

&LYLOLDQ FRQWUDFWRUV SURYLGH ILVKHULHV DQG RWKHU DHULDO VXUYHLOODQFH VHUYLFHV LQ RWKHU MXULVGLFWLRQV

LQFOXGLQJ WKH 8.� $XVWUDOLD DQG &DQDGD�

,Q -XO\ ����� WKH 3ULPH 0LQLVWHU� WKH 5LJKW +RQ *HRIIUH\ 3DOPHU� ZURWH WR WKH 0LQLVWHUV RI

)LVKHULHV DQG 'HIHQFH H[SUHVVLQJ FRQFHUQ DW DQ DSSDUHQW LPSDVVH EHWZHHQ GHSDUWPHQWV RYHU WKH

FRQGXFW RI DHULDO ILVKHULHV VXUYHLOODQFH LQ WKH ((=� 7KH 3ULPH 0LQLVWHU H[SUHVVHG FRQFHUQ WKDW�

x 7KH LPSRUWDQFH WKDW WKH 'HIHQFH )RUFH EH VHHQ WR EH XVHG RQ ZRUN OLNH WKLV

x 7KH SRWHQWLDO LPSDFW RQ WKH UROH RI WKH 51=$) LQ ILVKHULHV VXUYHLOODQFH LQ WKH 6RXWK 3DFLILF

x :KLOH LQ SXUHO\ DFFRXQWLQJ WHUPV D FLYLOLDQ FRQWUDFW VHUYLFH PD\ DSSHDU WR EH WKH DQVZHU WR WKH

UHTXLUHPHQWV� ZLGHU FRQVLGHUDWLRQV QHHG WR EH WDNHQ LQWR DFFRXQW�

+H GLUHFWHG WKDW GLVFXVVLRQV WDNH SODFH EHWZHHQ WKH WZR SDUWLHV WR SURGXFH D PHPRUDQGXP RI

XQGHUVWDQGLQJ GHILQLQJ ZKR PLJKW GR ZKDW LQ WKH IXWXUH� WR HVWDEOLVK D SUDFWLFDO UHODWLRQVKLS ZKLFK

ZRUNV DQG WR VHHN D JUHDWHU GHJUHH RI FR�RSHUDWLRQ�

,Q WKH HDUO\ ����¶V WKH LVVXH RI DHULDO VXUYHLOODQFH� DQG SDUWLFXODUO\ 0)LVK¶V UHTXLUHPHQWV� ZHUH

FRQVLGHUHG LQ D QXPEHU RI UHSRUWV� 7KH IROORZLQJ DFFRXQWV GHVFULEH HDFK UHSRUW DQG JLYH D

VXPPDULVHG YHUVLRQ RI WKHLU FRQFOXVLRQV�

�� 6DWHOOLWH DQG $HULDO 6XUYHLOODQFH LQ 1HZ =HDODQG )LVKHULHV ± FLUFD �����
7KLV UHSRUW UHODWHV SULPDULO\ WR WKH GHYHORSPHQW RI WKH WHFKQRORJ\ WKDW ODWHU EHFDPH WKH

IRUHUXQQHU RI WKH YHVVHO PRQLWRULQJ V\VWHP� DQG GLVFXVVHV DHULDO VXUYHLOODQFH LQ WHUPV RI LWV

LQWHJUDWLRQ ZLWK VDWHOOLWH VXUYHLOODQFH� ,W VHW RXW WKH ILVKHULHV UHTXLUHPHQWV IRU DHULDO

VXUYHLOODQFH� $IWHU DQDO\VLQJ WKH YDULRXV ILVKHULHV RI LQWHUHVW� WKH UHSRUW UHDFKHG WKH

FRQFOXVLRQ WKDW ILVKHULHV VXUYHLOODQFH UHTXLUHG ���� KRXUV RI SURJUDPPHG DQG ��� KRXUV RI

UHVSRQVH DHULDO VXUYHLOODQFH�

�5(9,286�66(660(176
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�� $HULDO )LVKHULHV 6XUYHLOODQFH 5HTXLUHPHQWV ± FLUFD �����

7KLV UHSRUW ZDV HVVHQWLDOO\ DQ XSGDWH RI WKH ILVKHULHV UHTXLUHPHQWV GHWDLOHG LQ WKH ����

UHSRUW� ,W ZDV XVHG LQ GLVFXVVLRQV EHWZHHQ WKH WKHQ 0$) )LVKHULHV DQG WKH 1HZ =HDODQG

'HIHQFH )RUFH� DQG XVHG LQ WKH GHYHORSPHQW RI WKH LQWHUGHSDUWPHQWDO DJUHHPHQW EHWZHHQ

WKH WZR RUJDQLVDWLRQV� 7KH FRQFOXVLRQV RI WKLV UHSRUW ZHUH WKDW ���� KRXUV RI SURJUDPPHG

DQG ��� KRXUV RI UHVSRQVH DHULDO VXUYHLOODQFH ZHUH UHTXLUHG WR PHHW ILVKHULHV UHTXLUHPHQWV�

�� 0$) )LVKHULHV ± $LUERUQH )LVKHULHV 6XUYHLOODQFH ± 'HFHPEHU �����
7KLV ZDV D YHU\ IXOVRPH UHSRUW SUHSDUHG RQ SULYDWH FRQWUDFW E\ WZR VHUYLQJ 51=$)

RIILFHUV� 7KH UHSRUW FRYHUHG 1HZ =HDODQG ILVKHULHV� PDQDJHPHQW DQG FRPSOLDQFH LVVXHV�

DLUERUQH VXUYHLOODQFH UROHV DQG WKH RSHUDWLRQDO FDSDELOLWLHV UHTXLUHG WR IXOILO WKH UROHV

LGHQWLILHG� 7KH FRQFOXVLRQ RI WKLV UHSRUW ZDV WKDW ZKLOH WKH 2ULRQV ZHUH GRLQJ WKHLU UROH

ZHOO WKH\ RQO\ SURYLGHG ����� RI WKH KRXUV ILVKHULHV UHTXLUHG� 7KLV HTXDWHG WR ��� KRXUV

RXW RI D WRWDO GHHSZDWHU UHTXLUHPHQW RI ������ �RU SXW DQRWKHU ZD\ �� IOLJKWV DQQXDOO\ RXW RI

D WRWDO UHTXLUHPHQW RI ����� 7KH DXWKRUV RI WKH UHSRUW ZHUH VWURQJO\ RI WKH YLHZ WKDW WKH

PRVW FRVW�HIIHFWLYH DQG HIILFLHQW ZD\ WR PDQDJH WKH VKRUWIDOO ZDV WR XVH D SULYDWH FRQWUDFWRU�
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7KH 0)LVK YHVVHO PRQLWRULQJ V\VWHP �906� PDQDJHV DQG LQWHJUDWHV WKUHH W\SHV RI SRVLWLRQ UHSRUW

IURP ILVKLQJ YHVVHOV WKDW DUH VHQW WR WKH 1DWLRQDO &RPSOLDQFH 8QLW �2SHUDWLRQV��

x VDWHOOLWH DXWRPDWLF ORFDWLRQ FRPPXQLFDWRU �$/&� UHSRUWV�

x VHOI�UHSRUWHG SRVLWLRQV IURP YHVVHO RSHUDWRUV�

x VLJKWLQJ UHSRUWV IURP DHULDO DQG VXUIDFH VXUYHLOODQFH DQG 2EVHUYHUV DW VHD�

7KH )LVKHULHV �6DWHOOLWH 9HVVHO 0RQLWRULQJ� 5HJXODWLRQV ���� UHTXLUH DQ $/& WR EH ILWWHG WR �DQG

FRQWLQXDOO\ RSHUDWHG E\� WKH IROORZLQJ FODVVHV RI YHVVHOV�

x $OO IRUHLJQ OLFHQFH DQG IRUHLJQ FKDUWHU ILVKLQJ YHVVHOV �LQFOXGLQJ ILVK FDUULHUV DQG RWKHU VXSSRUW

YHVVHOV��

x $OO GRPHVWLF ILVKLQJ YHVVHOV RYHU �� PHWUHV LQ RYHUDOO OHQJWK�

x $Q\ GRPHVWLF ILVKLQJ YHVVHO WKDW ILVKHV IRU RUDQJH URXJK\ RU VFDPSL� DW DQ\ WLPH GXULQJ WKH

ILVKLQJ \HDU�

'RPHVWLF DQG IRUHLJQ IODJJHG YHVVHOV RSHUDWLQJ XQGHU VSHFLDO DSSURYDOV RXWVLGH WKH ((= DUH

UHTXLUHG WR FDUU\ DQG RSHUDWH $/&V� 7KLV FRQGLWLRQ KDV EHHQ D VLJQLILFDQW GHWHUUHQW WR YHVVHOV

ILVKLQJ LOOHJDOO\ LQVLGH WKH 1HZ =HDODQG ((= DQG FODLPLQJ WKH FDWFK ZDV WDNHQ RQ WKH KLJK VHDV�

&XUUHQWO\ DOO ��� PRQLWRUHG YHVVHOV DUH XVLQJ ,QPDUVDW &�*36 WUDQVFHLYHUV� 7KH LQWHUYDO EHWZHHQ

WKH WUDQVPLVVLRQ RI D *36 GHULYHG SRVLWLRQ �WKH SROOLQJ UDWH� LV JHQHUDOO\ WZR KRXUV� 7KH SROOLQJ

UDWH FDQ EH UHSURJUDPPHG E\ D SROO FRPPDQG IURP WKH )LVKHULHV &RPPXQLFDWLRQ &HQWUH �)&&� WR

VHW WKH UDWH WR DQ\ LQWHUYDO EHWZHHQ ILYH PLQXWHV DQG �� KRXUV� 7KH 906 WKHUHIRUH KDV D UHDO WLPH

SLFWXUH RI WKH LGHQWLW\ DQG SRVLWLRQ RI DOO YHVVHOV WKDW DUH RSHUDWLQJ D UHJLVWHUHG $/&�

%\ FRPSDULQJ WZR RU PRUH SRVLWLRQV WUDQVPLWWHG IURP DQ $/& RQERDUG D YHVVHO �LQ WLPH DQG

GLVWDQFH� WKH VSHHG D YHVVHO LV WUDYHOOLQJ DW FDQ EH DVVXPHG� %\ PDWFKLQJ YHVVHO VSHHG WR WKH

QDYLJDWLRQ SDWWHUQ D ³ILVKLQJ VLJQDWXUH´ LV FUHDWHG� %\ PDWFKLQJ WKLV VLJQDWXUH ZLWK WKH YHVVHO W\SH

LW LV SRVVLEOH WR DVFHUWDLQ ZKHWKHU LW LV SRVVLEOH WKDW WKH YHVVHO FRXOG EH ILVKLQJ�

7KH SRVLWLRQV RI YHVVHOV PRQLWRUHG E\ D 906 DUH WKHUHIRUH D ³NQRZQ´� %XW ZLWKRXW LQGHSHQGHQW

YHULILFDWLRQ� WKH DFWLYLW\ RI PRQLWRUHG YHVVHOV UHPDLQV DQ DVVXPSWLRQ� DQG WKH SRVLWLRQV DQG LGHQWLW\

RI DQ\ YHVVHOV QRW FDUU\LQJ DQ $/& DQ XQNQRZQ�

9HVVHO PRQLWRULQJ V\VWHPV DQG DHULDO VXUYHLOODQFH DUH V\PELRWLF� $/& GDWD SURYLGHV WKH WRRO IRU

WKH HDUO\ GHWHFWLRQ RI SRVVLEOH RIIHQFHV DQG WKH WLPHO\ DQG HIILFLHQW SODQQLQJ RI DHULDO VXUYHLOODQFH�

ZKLFK LV DQ HVVHQWLDO WRRO IRU WKH YDOLGDWLRQ RI $/& GDWD� 2QO\ E\ FRPSDULQJ 906 SRVLWLRQ GDWD

ZLWK WKH NQRZQ LGHQWLWLHV� DFWLYLWLHV DQG SRVLWLRQV RI YHVVHOV VLJKWHG E\ DHULDO VXUYHLOODQFH� FDQ WKH

IROORZLQJ EH GHWHFWHG DQG LQYHVWLJDWHG�

x 9HVVHOV �IRUHLJQ LQWUXGHUV� QRW FDUU\LQJ $/&V�

x 7KH LOOHJDO WUDQVIHU RI DQ $/& IURP RQH YHVVHO WR DQRWKHU �PDVTXHUDGLQJ��

x 9HVVHOV DFWLYLW\ �WR HYLGHQWLDO VWDQGDUG��
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$ SRWHQWLDO GHYHORSPHQW LQ WKH QHDU IXWXUH LV WKH SRVVLELOLW\ WKDW WKH LQVKRUH ILVKLQJ IOHHW �VRPH

���� YHVVHOV� ZLOO EH REOLJHG WR FDUU\ DQG RSHUDWH $/&V�

685)$&( 3$752/6

6XUIDFH SDWUROV DUH DQRWKHU VXUYHLOODQFH WRRO XVHG E\ 0)LVK� SURYLGLQJ D IXUWKHU RSSRUWXQLW\ WR

FROOHFW LQIRUPDWLRQ RQ WKH ORFDWLRQ DQG WKH DFWLYLWLHV RI ILVKLQJ YHVVHOV� :KLOH 1HZ =HDODQG¶V

LQVKRUH VXUIDFH SDWUROV KDYH� IRU WKH PRVW SDUW� EHHQ LQIUHTXHQW DQG LPSURYLVHG� LWV GHHS�ZDWHU

SDWUROV KDYH WUDGLWLRQDOO\ EHHQ FRQGXFWHG E\ WZR PHDQV� WKH 5R\DO 1HZ =HDODQG 1DY\ �51=1��

DQG WKH REVHUYHU SURJUDP RSHUDWHG E\ 0)LVK�

$SDUW IURP WKHVH WZR IRUPV RI VXUYHLOODQFH� WKHUH LV FXUUHQWO\ QR RWKHU VXEVWDQWLDO� RUJDQLVHG

VXUIDFH SDWUROOLQJ LQ 1HZ =HDODQG ILVKHU\ ZDWHUV� 7KH 1HZ =HDODQG 3ROLFH )RUFH KDV YHVVHOV� EXW

WKHVH DUH YHU\ UDUHO\ HPSOR\HG LQ VFKHGXOHG VXUIDFH SDWUROV GHGLFDWHG WR ILVKHULHV VXUYHLOODQFH� 7KH

1HZ =HDODQG &RDVWJXDUG LV D YROXQWDU\ RUJDQLVDWLRQ IRFXVLQJ SULPDULO\ RQ VHDUFK DQG UHVFXH

DFWLYLWLHV EXW ZKLFK KDV� RQ RFFDVLRQ� SURYLGHG RSHUDWLRQDO VXSSRUW� 0)LVK KDV D VXUIDFH

VXUYHLOODQFH FDSDFLW\ FRPSULVLQJ VPDOO LQVKRUH SDWURO FUDIW EXW WKLV DOUHDG\ OLPLWHG FDSDFLW\ KDV

EHHQ IXUWKHU UHGXFHG E\ WKH UHFHQW VDOH RI 1HOVRQ 'LVWULFW 2IILFH¶V YHVVHO µ7DUDQXL¶�

1DYDO 6XSSRUW

51=1 VXSSO\ 0)LVK ZLWK SHULRGLF VXPPDULHV �XVXDOO\ RI DERXW D WKUHH PRQWK GXUDWLRQ�� LQGLFDWLQJ

WKH JHQHUDO DFWLYLWLHV RI WKHLU YHVVHOV ZKLFK PLJKW EH LQ D SRVLWLRQ WR VXSSRUW 0)LVK RSHUDWLRQV�

'XH WR WKH GHWDLOHG UHTXLUHPHQWV RI WKHVH SDWUROV DQG WKH WLJKW VFKHGXOHV PDLQWDLQHG� )LVKHULHV

VXUYHLOODQFH LV VHOGRP FRQVLGHUHG GXULQJ WKH SODQQLQJ VWDJH�

$OWKRXJK )LVKHULHV ZRUN KDV QRW EHHQ D WRS SULRULW\� WKH 1DY\ GRHV DFFRPPRGDWH VSHFLILF UHTXHVWV

ZKHQ LW KDV YHVVHOV LQ WKH YLFLQLW\� 7KH 1DY\¶V ZLOOLQJQHVV WR DVVLVW WKH )LVKHULHV VXUYHLOODQFH HIIRUW

KDV UHVXOWHG LQ RFFDVLRQV ZKHQ 0)LVK REMHFWLYHV KDYH EHHQ PHW� )RU H[DPSOH� LQ 1RYHPEHU ����

WKH IULJDWH +01=6 7H .DKD ZDV HQ�URXWH WR WKH 6XE $QWDUFWLF ,VODQGV ZLWKLQ 1HZ =HDODQG¶V ((=

DQG KDG EHHQ GHVLJQDWHG YDULRXV WDVNV UHJDUGLQJ WKRVH ,VODQGV DQG WKHLU LPSHQGLQJ µZRUOG KHULWDJH

VWDWXV�¶ 2Q WKLV YR\DJH� WKH +01=6 7H .DKD PDQDJHG WR ERDUG DQG LQVSHFW D QXPEHU RI ILVKLQJ

YHVVHOV� DQG HVWDEOLVK YLVXDO FRQWDFW ZLWK RWKHUV �DWWHPSWV WR ERDUG ZHUH DERUWHG GXH WR

XQIDYRXUDEOH ZHDWKHU FRQGLWLRQV�� 7KXV� HYHQ WKRXJK WKH IUHTXHQF\ RI WKHVH YR\DJHV PLJKW EH

FRQVLGHUHG ORZ� WKH GXUDWLRQ HQDEOHV WKH 1DY\ WR LQVSHFW D QXPEHU RI ILVKLQJ YHVVHOV� :KLOH

YR\DJHV RI WKLV W\SH DUH UDUH� WKLV NLQG RI FRYHUDJH LV FRPSUHKHQVLYH DQG HIIHFWLYH ZKHQ LW RFFXUV�

,W LV ZRUWK QRWLQJ WKDW JHQHUDO 1DYDO DFWLYLW\ RFFXUULQJ ZLWKLQ 1HZ =HDODQG¶V ((= SRWHQWLDOO\

HQKDQFHV WKRVH SDUWLFXODU SDWUROV WDVNHG ZLWK DVVLVWLQJ WKH ILVKHULHV VXUYHLOODQFH HIIRUW�

,Q DGGLWLRQ WR LWV VFKHGXOHG SDWUROV� 51=1 YHVVHOV FDQ EH XVHG WR SXUVXH� ERDUG� DQG GHWDLQ LOOHJDOO\

IOHHLQJ ILVKLQJ YHVVHOV� SURGXFLQJ D KLJK GHWHUUHQFH IDFWRU DQG GHPRQVWUDWLQJ WKHLU VWDWXV DV DQ

LPSRUWDQW FRPSRQHQW ZLWKLQ WKH H[LVWLQJ FRPSOLDQFH DUVHQDO� 0)LVK QHHGV WR UHWDLQ DQ HIIHFWLYH

FDSDFLW\ IRU SXUVXLW LQ FDVH� IRU H[DPSOH� D YHVVHO IOHHV WKH 1HZ =HDODQG ((= ZLWK DQ REVHUYHU RQ

ERDUG� ,Q WKLV LQVWDQFH� D IULJDWH FRXOG EH XVHG WR SXUVXH DQG DUUHVW VXFK D YHVVHO LQ IOLJKW� ZKHUHDV

DQ DLUFUDIW� ZKLOH XVHIXO LQ PDLQWDLQLQJ FRQWDFW� LV LQFDSDEOH RI DSSUHKHQGLQJ D YHVVHO� 51=1

YHVVHOV WKDW DUH VHHQ WR EH SDWUROOLQJ DUHDV� VXFK DV WKH &&$0/5 ZDWHUV� DOVR SURYLGH WDQJLEOH

HYLGHQFH WKDW 1HZ =HDODQG LV XSKROGLQJ LWV FRPPLWPHQW WR LWV LQWHUQDWLRQDO WUHDWLHV�

7KH SDWUROV FRQGXFWHG E\ WKH 51=1 DUH D SRZHUIXO VXUYHLOODQFH WRRO� +RZHYHU WKHLU HIIHFWLYHQHVV

LV RIWHQ UHVWUDLQHG E\ WKHLU UHVWULFWHG FRYHUDJH� E\ WKH VLJQLILFDQW WLPH GHOD\V LQ UHDFKLQJ PXOWLSOH
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GHVWLQDWLRQV� DQG E\ WKH FRQFHUQV RYHU WKH UHJXODU DYDLODELOLW\ RI WKRVH YHVVHOV� 7KH FRQWLQXHG

DYDLODELOLW\ RI WKH 1DY\¶V YHVVHOV LV QHFHVVDU\ LQ RUGHU WR UHVSRQG WR XQLTXH VLWXDWLRQV DV WKH\ DULVH�

WR SURGXFH D XVHIXO GHWHUUHQW HIIHFW� DQG WR HQIRUFH FRPSOLDQFH� 7KHVH VXUIDFH SDWUROV DUH EHVW

XWLOLVHG LQ DQ LQWHJUDWHG UROH ZLWKLQ WKH H[LVWLQJ VXUYHLOODQFH IUDPHZRUN� DQG WKHLU FRQWLQXHG

DYDLODELOLW\ LV UHFRPPHQGHG

$Q LPSURYHPHQW LQ WKH FR�RUGLQDWLRQ EHWZHHQ 51=1 DQG 0)LVK PLJKW HQKDQFH WKLV SRWHQWLDOO\

YHU\ SRZHUIXO VXUYHLOODQFH FDSDELOLW\ E\ HQDEOLQJ ILVKHULHV¶ QHHGV WR EH LGHQWLILHG SULRU WR WKH

IRUPXODWLRQ RI WKH 1DY\¶V VFKHGXOH� DQG WR EH LQFRUSRUDWHG LQWR WKH LQLWLDO SODQQLQJ�

2EVHUYHU 3URJUDPPH

7KH RWKHU VLJQLILFDQW W\SH RI VXUIDFH SDWUROOLQJ LV FRQGXFWHG WKURXJK WKH 0)LVK REVHUYHU SURJUDP�

ZKLFK W\SLFDOO\ KDV EHWZHHQ �� DQG �� REVHUYHUV DW LWV GLVSRVDO� 7KLV SURYLGHV DERXW �� SHU FHQW

FRYHUDJH RI DOO GHHS�ZDWHU FRPPHUFLDO ILVKLQJ YHVVHOV RSHUDWLQJ ZLWKLQ WKH 1= ((=� :KLOH WKH

PDLQ IRFXV RI WKH REVHUYHU SURJUDP LV WR SURYLGH DQ LQGHSHQGHQW DFFRXQW RI D VLQJOH YHVVHO¶V FDWFK

DQG WR FROOHFW VFLHQWLILF GDWD� REVHUYHUV DOVR UHFRUG YLVXDO VLJKWLQJV RI LGHQWLILDEOH YHVVHOV GXULQJ

WKHLU YR\DJHV� 7KLV LQIRUPDWLRQ LV XVHIXO DV D PHDQV RI FRQILUPLQJ 906 UHSRUWV� DGGLQJ D TXDOLW\

DVVXUDQFH WR H[LVWLQJ VXUYHLOODQFH� 2EVHUYHUV DUH DOVR LQ D XQLTXH SRVLWLRQ WR UHFHLYH LQIRUPDWLRQ RQ

WKH SDVW DFWLYLWLHV RI YHVVHOV IURP GLDORJXH ZLWK FUHZ� $ QXPEHU RI SURVHFXWLRQV KDYH IROORZHG

IURP LQIRUPDWLRQ JDWKHUHG E\ WKH REVHUYHU SURJUDP� ,Q 2SHUDWLRQ +$:.� IRU H[DPSOH� REVHUYHU

LQIRUPDWLRQ FRQWULEXWHG WR WKH )X <XDQ 1R�� EHLQJ VHL]HG DQG DUUHVWHG DIWHU LW ZDV GLVFRYHUHG

LOOHJDOO\ ILVKLQJ ZLWKLQ 1HZ =HDODQG¶V �� QP WHUULWRULDO ZDWHUV�

$OWKRXJK D VLQJOH REVHUYHU SUHVHQWV RQO\ D OLPLWHG YLVLRQ RI DOO GHHS�ZDWHU ILVKLQJ DFWLYLW\� WKH

SURJUDP DV D ZKROH SURYLGHV D PRUH FRPSUHKHQVLYH SLFWXUH� 'HVSLWH ODFNLQJ WKH DXWKRULW\ RI DUUHVW

DQG WKH SRZHUV UHTXLUHG WR VHL]H D YHVVHO� WKH PHUH SUHVHQFH RI REVHUYHUV DERDUG ILVKLQJ YHVVHOV

PD\ HQFRXUDJH FRPSOLDQFH� 6LQFH WKH SULPDU\ UROH RI REVHUYHUV LV VFLHQWLILF UDWKHU WKDQ

VXUYHLOODQFH� REVHUYHUV PD\ VSHQG D FRQVLGHUDEOH DPRXQW RI WLPH EHORZ GHFN ZDWFKLQJ IDFWRU\

SURFHHGLQJV� RU GHDOLQJ ZLWK RWKHU LVVXHV� ,Q WKLV UHVSHFW WKH REVHUYHU SURJUDPPH UHVHPEOHV WKH

1DY\¶V VXUIDFH SDWUROV EHFDXVH ERWK KDYH SULRULWLHV RWKHU WKDQ )LVKHULHV VXUYHLOODQFH� \HW DUH YLWDO WR

WKH DFKLHYHPHQW RI FRPSOLDQFH REMHFWLYHV ZKHQ XWLOLVHG ZLWK D ODUJHU 0)LVK VXUYHLOODQFH SLFWXUH�

6$7(//,7( ,0$*(5<

6DWHOOLWH LPDJHU\ LV D VXUYHLOODQFH WHFKQRORJ\ WKDW 0)LVK VRPHWLPHV XVHV EXW LW GRHV QRW UHSODFH DQ\

RI WKH RWKHU VXUYHLOODQFH WRROV�

7KH WZR PDMRU XVHV RI VDWHOOLWH LPDJHU\ DUH�

x YHVVHO GHWHFWLRQ�

x GHWHUPLQDWLRQ RI HQYLURQPHQWDO FRQGLWLRQV�

9HVVHO GHWHFWLRQ� ZKLOH SRVVLEOH XVLQJ YDULRXV FRPPHUFLDOO\ DYDLODEOH WHFKQRORJLHV� VXFK DV

V\QWKHWLF DSHUWXUH UDGDU� LV VWLOO YHU\ H[SHQVLYH� YHU\ WLPH FRQVXPLQJ� DQG RIWHQ SURGXFHV OHVV WKDQ

FRQYLQFLQJ UHVXOWV� 5DGDU6DW� IRU LQVWDQFH� SURYLGHV FRYHUDJH RI D �� [ �� NLORPHWUH DUHD IRU

DSSUR[LPDWHO\ $XV������� DOWKRXJK GLVFRXQWV IRU EXON SXUFKDVHV DUH RIIHUHG� *LYHQ WKH VL]H RI WKH

1HZ =HDODQG ((= ���� PLOOLRQ VTXDUH QDXWLFDO PLOHV� WKLV WHFKQRORJ\ LV QRW VXLWDEOH IRU JHQHUDO

DUHD VXUYHLOODQFH IRU YHVVHO GHWHFWLRQ� 7KH FRVWV DOVR HVFDODWH IRU TXLFNHU WXUQDURXQG RI REWDLQLQJ

WKH LPDJH� LWV SURFHVVLQJ DQG WUDQVPLVVLRQ WR WKH FOLHQW� (YHQ WKHQ WKHUH LV OLWWOH IOH[LELOLW\ RI ILQH

WXQLQJ WKH WLPLQJ RI DQ LPDJH JLYHQ WKH OLPLWDWLRQV RI SRODU RUELWLQJ VDWHOOLWHV�
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(YHQ LI D YHVVHO LV VXVSHFWHG RI RSHUDWLQJ LQ D VSHFLILF ORFDWLRQ� WKH UHODWLYHO\ ORZ UHVROXWLRQ RI WKH

LPDJH ZLOO KDYH OLWWOH HYLGHQWLDO YDOXH� DQG EH XQDEOH WR LGHQWLI\ WKH YHVVHO RU LWV DFWLYLW\�

'HWHUPLQDWLRQ RI HQYLURQPHQWDO FRQGLWLRQV� WKLV XVH RI VDWHOOLWH LPDJHU\ LV PRUH SUDFWLFDO DQG OHVV

FRVWO\� $Q H[DPSOH LV VDWHOOLWH VHD VXUIDFH WHPSHUDWXUH LPDJHU\� DYDLODEOH YLD WKH ,QWHUQHW� ZKLFK

LQGLFDWHV IDYRXUDEOH RFHDQ FRQGLWLRQV IRU WXQD ILVKHULHV� 7KLV GDWD FDQ EH RYHUODLG ZLWK $/&

SRVLWLRQ UHSRUWV RU RWKHU LQWHOOLJHQFH RI VXVSHFWHG DFWLYLW\ DQG FDQ DVVLVW ZLWK VXUYHLOODQFH SDWURO

SODQQLQJ� 7KLV W\SH RI GDWD ZDV VXFFHVVIXOO\ XWLOLVHG WR ILQG GULIWQHW ILVKLQJ YHVVHOV RSHUDWLQJ FORVH

WR WKH 1HZ =HDODQG ((= LQ WKH HDUO\ ����
V� 6LPLODUO\� VDWHOOLWH GHULYHG LFH LPDJHU\ LV XVHG WR

DVVLVW VXUYHLOODQFH SODQQLQJ LQ $QWDUFWLF ZDWHUV�

&RPPHUFLDO VDWHOOLWH LPDJHU\ FRQWLQXHV WR LPSURYH DQG LW LV ZRUWKZKLOH PRQLWRULQJ SURJUHVV� EXW

H[SHFWDWLRQV PXVW EH PDQDJHG�

7+( /$<(5(' $3352$&+ 72 6859(,//$1&(

)LVKHULHV VXUYHLOODQFH LV �RU VKRXOG EH� LQWHOOLJHQFH GULYHQ� 7KH 0)LVK GHILQLWLRQ RI LQWHOOLJHQFH LV�

�WKH SURGXFW UHVXOWLQJ IURP WKH FROOHFWLRQ� HYDOXDWLRQ� DQDO\VLV DQG LQWHUSUHWDWLRQ RI

DOO DYDLODEOH LQIRUPDWLRQ��

7KH LQWHOOLJHQFH SURFHVV DUWLFXODWHV WKH LVVXHV WR EH DGGUHVVHG� WKH TXHVWLRQV WR EH DQVZHUHG� DQG

WKHLU UHODWLYH SULRULWLHV� 7KHVH LQ WXUQ GULYH WKH FROOHFWLRQ RI LQIRUPDWLRQ IURP D ZLGH YDULHW\ RI

VRXUFHV� ZKLFK LQFOXGH�

x DHULDO DQG VXUIDFH VXUYHLOODQFH SDWUROV

x DXWRPDWLF ORFDWLRQ FRPPXQLFDWRUV �$/&V� YLD WKH 906

x 2EVHUYHUV

x LQVSHFWLRQV RI YHVVHOV LQ SRUW E\ )LVKHU\ 2IILFHUV

x RWKHU DJHQFLHV LQ 1HZ =HDODQG DQG RYHUVHDV

x YHVVHO� FOLHQW DQG DXWKRULVDWLRQ UHJLVWHUV

x FDWFK DQG SRVLWLRQ UHWXUQV IURP ILVKLQJ LQGXVWU\

x LQIRUPDQWV

$Q LPSRUWDQW SRLQW WR QRWH LV WKDW QR VLQJOH VRXUFH ZLOO SURYLGH DOO WKH LQIRUPDWLRQ GHVLUHG�

+RZHYHU� WKHVH YDULRXV VRXUFHV GR FRPSOHPHQW HDFK RWKHU DQG KDYH WKHLU XVHV GHSHQGLQJ RQ WKH

FLUFXPVWDQFHV� )RU H[DPSOH� $/& SRVLWLRQ UHSRUWV LQGLFDWH ZKHUH D SDUWLFXODU YHVVHO LV DQG LWV

SRVVLEOH DFWLYLW\� %XW WKH 906 E\ LWVHOI FDQQRW SURYH WKDW WKH YHVVHO LV DFWXDOO\ ILVKLQJ QRU ZKDW LW

LV FDWFKLQJ� 2EVHUYHUV� KRZHYHU� FDQ SURYLGH WKLV LQIRUPDWLRQ� EXW LW LV QRW DOZD\V SUDFWLFDO WR

GHSOR\ WKHP DQG WKH\ DUH DOVR YHU\ H[SHQVLYH �KHQFH RQO\ �� SHU FHQW RI WKH GHHSZDWHU IOHHW LV

FRYHUHG E\ 2EVHUYHUV LQ D \HDU�� 7KHVH VRXUFHV FRPSOHPHQW HDFK RWKHU� DV GRHV DHULDO VXUYHLOODQFH�

ZKLFK FDQ JDWKHU HYLGHQFH RI ZKDW DFWLYLW\ D YHVVHO LV FRQGXFWLQJ UHJDUGOHVV RI ZKHWKHU LW LV

RSHUDWLQJ DQ $/& RU QRW�

$ QXPEHU RI WRROV DUH XVHG WR FROODWH DQG DQDO\VH YDULRXV DVSHFWV RI WKLV LQIRUPDWLRQ� 7KH WRROV

LQFOXGH�

x 9HVVHO 0RQLWRULQJ 6\VWHP �906�

x 6HFXUH ,QWHOOLJHQFH 'DWDEDVH �6,'�

x 9DULRXV *HRJUDSKLFDO ,QIRUPDWLRQ 6\VWHPV �*,6�
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6RPH DQDO\VLV FDQ EH DXWRPDWLFDOO\ FRQGXFWHG� IRU H[DPSOH� WKH 906 DXWRPDWLFDOO\ FRQGXFWV D


WLPH DQG VSDFH� DQDO\VLV RI DQ\ YHVVHO VLJKWLQJ ZLWK DQ\ UHOHYDQW $/& SRVLWLRQ UHSRUWV DQG

KLJKOLJKWV DQ\ GLVFUHSDQFLHV� 2WKHU DQDO\VHV UHTXLUH VSHFLDOLVHG DQDO\VWV WR LQWHUSUHW WKH

LQIRUPDWLRQ DQG GUDZ DSSURSULDWH FRQFOXVLRQV�

2IWHQ LW LV RQO\ DIWHU WKH YDULRXV �OD\HUV� RI LQIRUPDWLRQ KDYH EHHQ RYHUODLG DQG FRPSDUHG WKDW

RIIHQFHV FDQ EH GHWHFWHG� $ UHSUHVHQWDWLRQ RI WKLV W\SH RI DQDO\VLV LV VKRZQ LQ ILJXUH ��

)LJXUH �

7KLV WHFKQLTXH LV QRW RQO\ XVHIXO DW WKH WDFWLFDO OHYHO� VXFK DV RIIHQFH GHWHFWLRQ� EXW FDQ DOVR EH XVHG

IRU VWUDWHJLF SXUSRVHV VXFK DV UHVRXUFH GHSOR\PHQW�

7KHVH WRROV� XVHG LQ DQ LQWHJUDWHG PDQQHU� SURYLGH SRZHUIXO VXSSRUW IRU GHFLVLRQ PDNLQJ�

WKH\ SLQSRLQW DUHDV RI FRQFHUQ� DQG HQDEOH WKH SULRULWLVDWLRQ DQG WDUJHWLQJ RI OLPLWHG DQG

FRVWO\ VXUYHLOODQFH UHVRXUFHV�

 $UHD FRYHUHG E\ VXUYHLOODQFH PHWKRG

$HULDO 6XUYHLOODQFH

9HVVHO 0RQLWRULQJ 6\VWHP

6XUIDFH 3DWUROV

/DQG %DVHG ,QVSHFWLRQV

$QG ,QYHVWLJDWLRQV

2EVHUYHU 5HSRUWV

9HVVHO 6LJKWLQJV
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7KH IROORZLQJ DUH EULHI VXPPDULHV RI WKH DHULDO VXUYHLOODQFH VROXWLRQV HPSOR\HG E\ RWKHU FRXQWULHV�

)RU PRUH GHWDLO RQ WKH FDSDELOLWLHV RI RWKHU FRXQWULHV VHH $SSHQGL[ � &RXQWU\ 5HSRUWV�

$8675$/,$

$XVWUDOLDQ )LVKHULHV ZDWHUV FRYHUV DQ DUHD RI RYHU ���� PLOOLRQ VTXDUH PLOHV� 5HVSRQVLELOLW\ IRU

PDQDJLQJ WKH ILVKHULHV UHVRXUFHV LQ WKLV DUHD LV GHOHJDWHG WR WKH $XVWUDOLDQ )LVKHULHV 0DQDJHPHQW

$XWKRULW\ �$)0$� DQG WKH YDULRXV VWDWH ILVKHULHV PDQDJHPHQW DJHQFLHV�

$)0$ UHOLHV RQ RWKHU DJHQFLHV WR UHVRXUFH DHULDO VXUYHLOODQFH� $ ODUJH SURSRUWLRQ RI WKH DHULDO

VXUYHLOODQFH HIIRUW LV FDUULHG RXW E\ SULYDWH FRQWUDFWRUV� ZKLFK DUH PDQDJHG E\ &RDVWZDWFK� D EUDQFK

RI WKH $XVWUDOLDQ &XVWRPV 6HUYLFH�

&RDVWZDWFK ZDV HVWDEOLVKHG ZLWK WKH DLP RI µFHQWUDOLVLQJ¶ WKH VXUYHLOODQFH SURJUDPPH DQG DFWV DV D

VHUYLFH SURYLGHU WR YDULRXV *RYHUQPHQW DJHQFLHV ZLWK D QHHG IRU HLWKHU VXUIDFH RU DHULDO

VXUYHLOODQFH� 'XH WR WKH UHTXLUHPHQWV RI WKH YDULRXV DJHQFLHV &RDVWZDWFK SDWUROV DUH RIWHQ µPXOWL�

WDVNHG¶ WR LPSURYH WKHLU FRVW�HIIHFWLYHQHVV DQG HIILFLHQF\�

,Q DGGLWLRQ WR WKHLU GXWLHV IRU &XVWRPV DQG RWKHU DJHQFLHV WKH &RDVWZDWFK DLUFUDIW FDUU\RXW ERWK

URXWLQH DQG QRQ�URXWLQH ILVKHU\ SURWHFWLRQ SDWUROV XVLQJ D YDULHG IOHHW RI DLUFUDIW VXFK DV WKH '+&���

3%1�% ,VODQGHU DQG WKH &HVVQD )����� 7KH FXUUHQW FRQWUDFWRUV WR &RDVWZDWFK DUH 1DWLRQDO -HW

6\VWHPV� ZKLFK SURYLGHV �� IL[HG ZLQJ DLUFUDIW DQG 5HHI +HOLFRSWHUV /WG� ZKLFK RSHUDWHV D %HOO

/RQJUDQJHU ,9�

7R VXSSOHPHQW WKLV HIIRUW WKH 5R\DO $XVWUDOLDQ $LU )RUFH �5$$)� SURYLGH ��� KRXUV DQQXDOO\ IRU

ILVKHU\ SURWHFWLRQ WDVNV� ZKLFK DUH PDLQO\ IORZQ E\ 2ULRQ DLUFUDIW FRYHULQJ WKH PRUH UHPRWH DUHDV

RI WKH $XVWUDOLDQ )LVKLQJ =RQH�

81,7(' .,1*'20

$HULDO VXUYHLOODQFH RI WKH ������� VTXDUH PLOHV RI RFHDQ XQGHU WKH MXULVGLFWLRQ RI WKH 8QLWHG

.LQJGRP KDV XQGHU JRQH VRPH UHFHQW FKDQJHV LQ WKH ZD\ LW LV VWUXFWXUHG DQG FDUULHG RXW� 8S XQWLO

���� WKH UHVSRQVLELOLW\ IRU ((= SDWUROV ZDV GLYLGHG DPRQJ PHPEHU FRXQWULHV� ZLWK VSHFLILF

DJHQFLHV JLYHQ UHVSRQVLELOLW\ IRU GHFLGLQJ KRZ LW ZDV WR EH XQGHU�WDNHQ�

6FRWODQG�

7KH 6FRWWLVK )LVKHULHV 3URWHFWLRQ $JHQF\ �6)3$� KDV WKH DLP RI VHFXULQJ WKH HQIRUFHPHQW RI 8.�

(8 DQG ,QWHUQDWLRQDO ILVKHULHV ODZV ZLWKLQ WKH 6FRWWLVK ((=� 6)3$ FDUULHV RXW D FR�RUGLQDWHG

HQIRUFHPHQW UROH LQ WKH DLU� DW VHD DQG RQ ODQG� ,Q WHUPV RI DHULDO VXUYHLOODQFH 6)3$ HPSOR\V WZR

DLUFUDIW WR SURYLGH D GHWHUUHQW SUHVHQFH� PRQLWRU DFWLYLW\ DQG WR PDNH HIIHFWLYHO\ XVH LWV YHVVHO WLPH

E\ FR�RUGLQDWHG XVH RI VXUYHLOODQFH LQIRUPDWLRQ� 6)3$ XVHV WZR 5HLPV &HVVQD &DUDYDQ ,, )����

WZLQ�HQJLQH SDWURO DLUFUDIW RSHUDWHG E\ FRQWUDFWRU 'LUHFWIOLJKW /WG LQ FRQFHUW ZLWK IRXU RIIVKRUH DQG

WKUHH LQVKRUH SDWURO YHVVHOV�

�9(56($6�;3(5,(1&(6
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(QJODQG DQG :DOHV�

,Q (QJODQG DQG :DOHV UHVSRQVLELOLW\ IRU FRQWURO DQG HQIRUFHPHQW RI WKH UHOHYDQW ILVKHULHV ZDWHUV

OLHV ZLWK WKH 0LQLVWU\ RI $JULFXOWXUH� )LVKHULHV DQG )RRG �0$))� 6HD )LVKHULHV ,QVSHFWRUDWH

DVVLVWHG E\ WKH 5R\DO 1DY\� 0$)) GRHV QRW KDYH LWV RZQ IOHHW RI DLUFUDIW DQG LQVWHDG FRQWUDFWV RXW

WKLV VHUYLFH WR D FRPPHUFLDO FRPSDQ\� 8S WR ���� WKLV WDVN ZDV SHUIRUPHG E\ )5 $YLDWLRQ /WG

XVLQJ 'RUQLHU ��� DQG 3%1 ,VODQGHU DLUFUDIW� 2Q � 6HSWHPEHU ����� WKH FRQWUDFW ZDV DZDUGHG WR

'LUHFWIOLJKW /WG� ZLWK D FKDQJH WR WKH 5HLPV &HVVQD )����� 7KH 1RUZLFK�EDVHG FRPSDQ\ KDV

SURYLGHG WKH 6)3$ ZLWK WKH VDPH VHUYLFH VLQFH ���� ZLWK RSHUDWLRQV IURP 3UHVWZLFN $LUSRUW� 7KH

5R\DO 1DY\¶V )LVKHULHV 3URWHFWLRQ 6TXDGURQ DOVR SURYLGHV DVVLVWDQFH LQ IXOILOOLQJ WKH DHULDO

VXUYHLOODQFH UHTXLUHPHQWV RI 0$))�

1RUWKHUQ ,UHODQG�

7KH 'HSDUWPHQW RI $JULFXOWXUH IRU 1RUWKHUQ ,UHODQG �'$1,� KDV RQO\ D PLQRU FRPSRQHQW RI DHULDO

VXUYHLOODQFH IRU PRQLWRULQJ LWV ILVKHULHV ZDWHUV� 7KH SUHGRPLQDQW SDWURO LV E\ LWV VROH YHVVHO� ZLWK

RFFDVLRQDO DVVLVWDQFH IURP WKH DHULDO VXUYHLOODQFH DVVHWV RI WKH 8.¶V PLOLWDU\ DUPV�

&$1$'$

&DQDGD¶V JHRJUDSK\ HIIHFWLYHO\ FRQFHQWUDWHV PRVW RI LWV ILVKHULHV UHVRXUFHV RQ WKH $WODQWLF &RDVW�

7KHUH DUH RQO\ YHU\ OLPLWHG ILVKLQJ RSHUDWLRQV RQ WKH 3DFLILF &RDVW DQG LQ WKH $UFWLF UHJLRQ WR WKH

QRUWK� 7KLV VLWXDWLRQ KDV DOORZHG WKH &DQDGLDQ DXWKRULWLHV WR IRFXV PXFK RI WKHLU DHULDO VXUYHLOODQFH

UHVRXUFHV RQ WR MXVW RQH FRDVWOLQH� WKH $WODQWLF &RDVW� ZKLFK FRYHUV DQ DUHD RI DERXW ������� VTXDUH

PLOHV RI RFHDQ�

7KH &DQDGLDQ DXWKRULWLHV� OHG E\ WKH 'HSDUWPHQW RI )LVKHULHV DQG 2FHDQV �')2�� XVHV WZR DJHQFLHV

WR IXOILO WKH UHTXLUHPHQW WR PRQLWRU ILVKLQJ DFWLYLWLHV ZLWKLQ DQG EH\RQG LWV ((=� 3URYLQFLDO $LUOLQHV

/LPLWHG $06'� ZKLFK KDV WKH PDLQ UROH� DQG WKH &DQDGLDQ $UPHG )RUFHV� ZKLFK SOD\V D VPDOOHU�

3URYLQFLDO $LUOLQHV /LPLWHG $06' HPSOR\V WKUHH %HHFK .LQJ $LU %��� SODWIRUPV PRGLILHG ZLWK

VHDUFK UDGDU� LQIUD UHG GHWHFWLRQ HTXLSPHQW DQG D GDWD PDQDJHPHQW V\VWHP� 3URYLQFLDO $LUOLQHV /WG

SURYLGHV ')2 ZLWK XS WR ����� KRXUV RI SDWURO WLPH HDFK \HDU XQGHU FRQWUDFW DQG WKHVH SDWUROV FDQ

EH FRQGXFWHG HLWKHU GXULQJ GD\OLJKW KRXUV RU DW QLJKW� %DVHG IRU WKH PRVW SDUW RQ WKH (DVW &RDVW DQ

DLUFUDIW LV VRPHWLPHV GLVSDWFKHG WR %ULWLVK &ROXPELD RQ WKH 3DFLILF &RDVW GXULQJ VXPPHU WR PRQLWRU

WKH VDOPRQ DQG JURXQG ILVK ILVKHULHV�

7KH &DQDGLDQ $UPHG )RUFHV VRPHWLPHV XVHV D /RFNKHHG &3����$ $UFWXUXV� DQG� OHVV IUHTXHQWO\�

WKH &3���� $XURUD RI ZKLFK WKHUH DUH WKUHH DQG �� LQ VHUYLFH UHVSHFWLYHO\� 7KH $UFWXUXV DQG

$XURUD DUH HVVHQWLDOO\ 3�� 2ULRQV EXW ZLWK GLIIHUHQW DYLRQLFV VXLWHV� 7KH $UFWXUXV LV D VWULSSHG

GRZQ YHUVLRQ XWLOLVHG IRU FUHZ WUDLQLQJ DQG ILVKHULHV SDWUROV� ZKLOH WKH $XURUD LV ILWWHG ZLWK WKH

DYLRQLFV RI WKH 6�� 9LNLQJ DQG LV D GHGLFDWHG $6: SODWIRUP� 7KHVH DLUFUDIW DUH WDVNHG ZLWK

FDUU\LQJ RXW WKH ORQJHU�UDQJH SDWUROV IURP WLPH WR WLPH�
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&RPSDULVRQ RI ,QWHUQDWLRQDO $HULDO 6XUYHLOODQFH 5HVRXUFHV DQG 8WLOLVDWLRQ

&RXQWU\ $SSUR[LPDWH VL]H

RI ((=

�FRQYHUWHG WR

VTXDUH PLOHV�


$JHQF\

UHVSRQVLEOH

1XPEHU RI

$LUFUDIW DYDLODEOH

�)L[HG�ZLQJ 03$

RQO\�

$SSUR[LPDWH

QXPEHU RI 3DWURO

KRXUV IORZQ SHU

DQQXP

$XVWUDOLD ��������� &RDVWZDWFK
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 DV RSSRVHG WR VTXDUH QDXWLFDO PLOHV
�7KLV WRWDO LQFOXGHV VRPH VXUYHLOODQFH KRXUV RQ WDVNV RWKHU WKDQ ILVKHULHV SURWHFWLRQ �H�J� FXVWRPV��
�7KLV LV QRW WKH WRWDO VL]H RI WKH ((= EXW WKH DUHD ZLWKLQ ZKLFK WKH PDMRULW\ RI SDWUROV DUH WDVNHG�
�7KHVH DLUFUDIW DUH SULPDULO\ GHGLFDWHG WR WKH $6: UROH ZLWK PLQLPDO ILVKHULHV SURWHFWLRQ ZRUN�
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,Q JHQHUDO WHUPV� DQG SULRU WR WKH LGHQWLILFDWLRQ RI VSHFLILF DUHDV RI FRQFHUQ� WZR EURDG FDWHJRULHV RI

UHTXLUHPHQWV FDQ EH GHWHUPLQHG� SURJUDPPHG DQG UHVSRQVH SDWUROV� (DFK FDWHJRU\ EHDNV GRZQ LQWR

VXE�FDWHJRULHV DQG ZLOO EH GLVFXVVHG EHORZ LQ WXUQ� 7KH GLVWLQFWLRQ EHWZHHQ WKHVH FDWHJRULHV UHODWHV

WR WKH GHJUHH RI SULRU NQRZOHGJH DQG ZLOO DSSO\ DV RWKHU IDFWRUV VXFK DV UDQJH� WLPH� DUHD DQG VR RQ�

,W LV SRVVLEOH WKDW D SDWURO PD\ PRYH IURP RQH FDWHJRU\ WR DQRWKHU RU LQFOXGH D QXPEHU RI VXE�

FDWHJRULHV� )RU H[DPSOH� ZKLOH D SDWURO LV LQ WKH DLU LW PD\ EH FDOOHG XSRQ WR UHVSRQG WR D

GHYHORSLQJ VLWXDWLRQ RU ZKHQ SODQQLQJ WKH SDWURO D QXPEHU RI IXQFWLRQV PD\ EH DFKLHYHG E\ WKH

VDPH IOLJKW�

3URJUDPPHG 3DWUROV

�� *HQHUDO RU URXWLQH � WKHVH RFFXU ZKHUH WKHUH LV QR SULRU FRQFHUQ DERXW D VSHFLILF RIIHQFH RU

RIIHQFHV DQG WKH SDWURO LV GHVLJQHG WR FRYHU D VSHFLILHG DUHD RI SRUWLRQ RI WKH ILVKLQJ IOHHW�

:KLOH WKH SDWURO PD\ EH JHQHUDO LQ QDWXUH LW LV VWLOO YHU\ PXFK WDUJHWHG� LQ WKDW FDUHIXO

FRQVLGHUDWLRQ ZLOO EH JLYHQ WR WKH EHVW SODFH WR VHQG WKH SDWURO DQG LW ZLOO VWLOO KDYH D VSHFLILF

REMHFWLYH� )RU H[DPSOH� D JHQHUDO SDWURO PD\ EH GLVSDWFKHG WR FRYHU WKH &KDWKDP 5LVH RUDQJH

URXJK\ IOHHW DQG DQ\ RWKHU YHVVHOV LW HQFRXQWHUV ZKLOH WKHUH�

�� 3HULPHWHU SURWHFWLRQ � LQVWHDG RI SDWUROOLQJ D VSHFLILF ORFDWLRQ RU JURXS RI YHVVHOV WKH SDWURO

WDUJHWV WKH LQWHJULW\ RI 1HZ =HDODQG¶V ((=� $JDLQ WKHUH LV QR VSHFLILF LQIRUPDWLRQ RU

LQWHOOLJHQFH VXJJHVWLQJ VSHFLILF LQVWDQFHV RI RIIHQGLQJ� 7KLV W\SH RI SDWURO PD\ EH XVHG ZKHUH

WKHUH DUH FRQFHUQV WKDW D VWUHWFK RI RXU ((= LQ SDUWLFXODUO\ YXOQHUDEOH WR XQOLFHQVHG IRUHLJQ

LQWUXGHUV� )RU H[DPSOH� VHD VXUIDFH WHPSHUDWXUH DQDO\VLV PD\ VXJJHVW WKDW FRQGLWLRQV ZLWKLQ WKH

QRUWKHUQ HGJH RI RXU ((= DUH ULJKW IRU WXQD ILVKLQJ OHDGLQJ WR D FDOO WR SDWURO WKH SHULPHWHU RI

RXU ]RQH WR GHWHFW WKH SUHVHQFH RI SRVVLEOH LOOHJDO ILVKLQJ YHVVHOV RU FDUULHUV�

�� $UHD SURWHFWLRQ � WKHVH DUH YHU\ VLPLODU WR WKH VHFRQG FDWHJRU\ EXW LQVWHDG RI SURWHFWLQJ WKH

LQWHJULW\ RI WKH ((= WKH\ DUH PRUH FRQFHUQHG ZLWK LQWHUQDO DUHD UHVWULFWLRQV� VXFK DV FORVHG

DUHDV� 7KLV W\SH RI SDWURO UHTXLUHV D KLJKHU GHJUHH RI NQRZOHGJH WR GHWHUPLQH WKH H[WHQW RI

FORVHG DUHDV DQG ZKHWKHU SDUWLFXODU YHVVHOV IDOO ZLWKLQ WKH FODVV RU FODVVHV RI SURKLELWHG YHVVHOV�

7KH SDWURO PD\ QHHG WR GHWHUPLQH ZKDW ILVKLQJ PHWKRG WKH YHVVHO LV XVLQJ� WKH VL]H RI WKH YHVVHO

RU LWV VWDWXV XQGHU WKH 6KLS 5HJLVWUDWLRQ $FW ����� 7KLV IRUP RI SDWURO ZLOO RIWHQ EH XVHG LQ

FRQMXQFWLRQ ZLWK DQRWKHU� IRU H[DPSOH� D URXWLQH SDWURO RI WKH HDVW FRDVW RI WKH 1RUWK ,VODQG PD\

DOVR EH SURJUDPPHG WR FRYHU VHYHUDO FORVHG RU UHVWULFWHG DUHDV�

�� 'HWHUUHQFH � WKHVH DUH VSHFLDOLVHG YDULDWLRQV RI WKH JHQHUDO SDWURO ZKLFK WDNH SODFH LQ VLWXDWLRQV
ZKHUH� DOWKRXJK WKHUH LV QR HYLGHQFH RI VSHFLILF RIIHQGLQJ� WKHUH LV D UHTXLUHPHQW IRU D SDWURO IRU

SULPDULO\ GHWHUUHQFH YDOXH� $Q H[DPSOH RI WKLV RFFXUUHG LQ ���� ZKHQ FRQFHUQ GHYHORSHG LQ

UHODWLRQ WR WKH GHWHULRUDWLQJ OHYHOV RI FRPSOLDQFH DPRQJ IRUHLJQ FKDUWHU YHVVHOV ILVKLQJ DORQJ

WKH ERXQGDU\ RI WKH WHUULWRULDO VHD� $ 51=$) 2ULRQ PDGH D FRYHUW VZHHS RI WKH DUHD WR VHH LI

DQ\ RIIHQFHV ZHUH EHLQJ FRPPLWWHG� 2QFH LW KDG GHWHUPLQHG WKDW WKHUH ZHUH QR VSHFLILF

RIIHQFHV LW WKHQ PDGH D YHU\ RYHUW UXQ GRZQ WKH HGJH RI WKH WHUULWRULDO VHD� 7KLV KDG WKH GHVLUHG
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HIIHFW RI VHQGLQJ D PHVVDJH WR WKH YHVVHO RSHUDWRUV WKDW WKH\ ZHUH EHLQJ ZDWFKHG DQG WKHLU

EHKDYLRXU LPSURYHG DFFRUGLQJO\�

5HVSRQVH 3DWUROV

�� 2IIHQFH GHWHFWLRQ � LQ D VLWXDWLRQ ZKHUH WKHUH LV UHOLDEOH LQWHOOLJHQFH WKDW DQ RIIHQFH LV EHLQJ

FRPPLWWHG� DHULDO VXUYHLOODQFH PD\ EH WKH EHVW� DQG VRPHWLPHV RQO\� PHDQV RI FROOHFWLQJ WKH

HYLGHQFH UHTXLUHG WR EULQJ D SURVHFXWLRQ� 7KHVH SDWUROV ZLOO EH YHU\ IRFXVHG DQG PD\ VSHQG DOO

RU SDUW RI WKHLU WLPH LQ D FRYHUW PRGH� $ QXPEHU RI LPSRUWDQW IDFWRUV� VXFK DV FKDLQ RI HYLGHQFH

FRQVLGHUDWLRQV� PXVW EH DGGUHVVHG WR HQVXUH WKDW DQ\ HQVXLQJ SURVHFXWLRQ LV VXFFHVVIXO� $Q

H[DPSOH RI WKLV W\SH RI SDWURO ZDV 2SHUDWLRQ '2/3+,1 LQ ZKLFK D 3� 2ULRQ ZDV GLVSDWFKHG WR

REWDLQ HYLGHQFH RI VHYHUDO ODUJH IDFWRU\ WUDZOHUV VQHDNLQJ LQWR D FORVHG DUHD DW QLJKW�

�� ,QWHOOLJHQFH JDWKHULQJ � LQ VRPH VLWXDWLRQV WKH RSHUDWLRQDO UHTXLUHPHQWV PD\ EH LGHQWLFDO WR WKH

ILUVW FDWHJRU\ EXW LQVWHDG RI JDWKHULQJ HYLGHQFH WKH DLP LV WR JDWKHU LQWHOOLJHQFH� 7KLV PD\

RFFXU ZKHUH D FDVH LV EHLQJ GHYHORSHG IRU ODWHU WHUPLQDWLRQ RU ZKHUH� DOWKRXJK WKHUH LV QR LOOHJDO

DFWLYLW\� 1HZ =HDODQG KDV D ZLGHU LQWHUHVW� $Q H[DPSOH RI WKLV ZDV LQ 2SHUDWLRQ 675$: LQ

ZKLFK D 1HZ =HDODQG 2ULRQ VHDUFKHG LQ WKH 7DVPDQ VHD IRU WKH SUHGLFWHG UHQGH]YRXV EHWZHHQ �

IRUHLJQ YHVVHOV WKDW KDG RSHUDWHG LQ D PDQQHU OLNHO\ WR XQGHUPLQH DQ LQWHUQDWLRQDO DJUHHPHQW� WR

ZKLFK 1HZ =HDODQG ZDV D SDUW\� $OWKRXJK WKH OLNHOLKRRG RI D SURVHFXWLRQ HQVXLQJ ZDV PLQLPDO

WKH LQWHOOLJHQFH WR EH JDWKHUHG ZDV FRQVLGHUHG LPSRUWDQW LQ WHUPV RI 1HZ =HDODQG¶V

LQWHUQDWLRQDO VWDQGLQJ DQG REMHFWLYHV�

�� 7DUJHW FRQWURO�KRW SXUVXLW � WKHVH UHODWH WR VLWXDWLRQV ZKHUH DHULDO VXUYHLOODQFH FDSDELOLWLHV DUH

UHTXLUHG WR FRQWURO D WDUJHW DQG PDLQWDLQ FHUWDLQ RSWLRQV XQGHU WKH 8QLWHG 1DWLRQV /DZ RI WKH

6HD �81&/26�� +RW SXUVXLW RFFXUV ZKHUH D YHVVHO IOHHV D MXULVGLFWLRQ DIWHU FRPPLWWLQJ DQ

RIIHQFH� $V ORQJ DV FRQWLQXRXV SXUVXLW LV PDLQWDLQHG WKH YHVVHO PD\ EH SXUVXHG DQG

DSSUHKHQGHG RQ WKH KLJK VHDV� $HULDO VXUYHLOODQFH FRQVWLWXWHV PDLQWDLQLQJ SXUVXLW IRU WKH

SXUSRVHV RI 81&/26� $Q H[DPSOH RI WKLV RFFXUUHG LQ 2SHUDWLRQ 0(5&85< ZKHUH DQ 2ULRQ�

RQ D URXWLQH SDWURO� GHWHFWHG D .RUHDQ YHVVHO FRPPLWWLQJ DQ RIIHQFH� $QRWKHU 2ULRQ� VHQW XS

VSHFLILFDOO\ IRU WKH SXUSRVH RI FRQWUROOLQJ WKH WDUJHW ZDWFKHG WKH YHVVHO DV LW IOHG 1HZ =HDODQG¶V

MXULVGLFWLRQ� $OWKRXJK WKH GHFLVLRQ ZDV WDNHQ QRW WR FRQWLQXH KRW SXUVXLW WKH XVH RI DHULDO

VXUYHLOODQFH DVVHWV HQVXUHG WKDW IXUWKHU SXUVXLW UHPDLQHG DQ RSWLRQ�

�� 2SHUDWLRQDO VXSSRUW � LQ VRPH VLWXDWLRQV� SDUWLFXODUO\ ZKHUH WKHUH LV WKH FKDQFH WKDW D YHVVHO

PD\ IOHH� LW LV XVHIXO WR KDYH DHULDO VXUYHLOODQFH FDSDELOLW\ WR VXSSRUW D VXUIDFH RSHUDWLRQ� 7KH

IRUP RI VXSSRUW YDULHV DOWKRXJK LW LV JHQHUDOO\ XVHG WR PDLQWDLQ D KLJKHU GHJUHH RI FRQWURO DQG

GHWHUUHQFH� $Q H[DPSOH RI WKLV W\SH RI SDWURO FDPH GXULQJ 2SHUDWLRQ +$:.( ZKHQ D 3�

2ULRQ ZDV XVHG DV DHULDO FRYHU GXULQJ DQ RSHUDWLRQ WR ERDUG D IRUHLJQ FKDUWHU YHVVHO RXWVLGH WKH

WHUULWRULDO VHD� 7KHUH ZDV FRQFHUQ WKH YHVVHO PLJKW WU\ WR IOHH� SRVVLEO\ RQFH ILVKHU\ RIILFHUV KDG

ERDUGHG WKH YHVVHO� 7KH YHVVHO PDGH LQLWLDO PRYHPHQWV DV LI LW LQWHQGHG WR UXQ EXW WKHQ FKDQJHG

LWV PLQG� DQG RQH RI WKH IDFWRUV IRU LWV FKDQJH RI KHDUW LV EHOLHYHG WR KDYH EHHQ WKH VLJKW RI D 3�

PDNLQJ SDVVHV ��� IHHW RYHUKHDG�

�� 6SHFLDOLVW � WKLV FRYHUV D ZLGH UDQJH RI H[WUD IXQFWLRQV WKDW DHULDO VXUYHLOODQFH DVVHWV PD\ EH

DVNHG WR FRQGXFW� 7KLV FDWHJRU\ UHIOHFWV WKH IDFW WKDW WKHUH DUH IHZ OLPLWV WR WKH LQYHQWLYH XVHV

WKDW PD\ EH PDGH RI DLUFUDIW� $Q DLUFUDIW PD\ EH XVHG WR WUDFN D EHDFRQ SODQWHG RQ D YHKLFOH RU

YHVVHO� 2U DV ZDV LQLWLDOO\ FRQVLGHUHG LQ WKH FDVH RI 2SHUDWLRQ +$:.(� D KHOLFRSWHU PD\ EH

WKH EHVW PHDQV RI ERDUGLQJ D YHVVHO� +HOLFRSWHUV PD\ DOVR EH XVHG WR WUDQVSRUW FRPSOLDQFH

SHUVRQQHO LQ DQ RSHUDWLRQ WDNLQJ SODFH LQ UXJJHG RU RWKHUZLVH LQDFFHVVLEOH WHUUDLQ� $ QXPEHU RI

SUDFWLFDO FRQVLGHUDWLRQV� VXFK DV FRVW RU KHDOWK DQG VDIHW\ LVVXHV� PD\ FRPH LQWR SOD\ ZKHQ

ORRNLQJ DW WKHVH W\SHV RI VSHFLDOLVW SDWUROV�



��

(YLGHQWLDO /HYHOV

$V LQGLFDWHG� HYLGHQFH JDWKHULQJ LV D SULPDU\ UROH RI DHULDO VXUYHLOODQFH DVVHWV� ZKHWKHU LW LV WKH

XQH[SHFWHG UHVXOW RI DQ RIIHQFH GHWHFWHG GXULQJ D URXWLQH SDWURO RU DV WKH SODQQHG RXWFRPH RI D

VSHFLILF RIIHQFH GHWHFWLRQ SDWURO�

,W LV DQ DLUFUDIW¶V DELOLW\ WR JDWKHU GLUHFW HYLGHQFH� SDUWLFXODUO\ SKRWRJUDSKLF HYLGHQFH�

ZKLFK VHWV LW DSDUW IURP RWKHU IRUPV RI VXUYHLOODQFH� VXFK DV WKH 906� 0DQ\ RI WKH

RWKHU IRUPV RI VXUYHLOODQFH FDQ ORFDWH D YHVVHO DQG JLYH DQ LQGLFDWLRQ RI LWV OLNHO\

DFWLYLW\� EXW DHULDO VXUYHLOODQFH LV RQH RI WKH IHZ WKDW FDQ SURYLGH FDWHJRULFDO HYLGHQFH

RI YHVVHO DFWLYLW\�

$ YHU\ KLJK VWDQGDUG RI HYLGHQFH LV UHTXLUHG WR PHHW WKH WKUHVKROG GHPDQGHG E\ WKH FRXUWV�

*DWKHULQJ DHULDO VXUYHLOODQFH HYLGHQFH WR VXSSRUW VXFFHVVIXO SURVHFXWLRQV UHTXLUHV VSHFLDOLVHG

HTXLSPHQW DQG DGYDQFHG FUHZ WUDLQLQJ� 7KH FRXUW ZLOO QHHG WR EH FHUWDLQ WKDW WKH VXUYHLOODQFH

HTXLSPHQW RQ ERDUG WKH DLUFUDIW LV DFFXUDWH DQG KDV EHHQ XVHG E\ TXDOLILHG FUHZ� 7KH FUHZ ZLOO

QHHG WR JLYH FUHGLEOH ZLWQHVV VWDWHPHQWV LQ VXSSRUW RI DQ\ SKRWRJUDSKLF RU YLGHR HYLGHQFH� DV ZHOO

DV HYLGHQFH RI WKHLU RZQ REVHUYDWLRQV� $ GLUHFW FKDLQ RI HYLGHQFH ZLOO QHHG WR EH PDLQWDLQHG VR WKH

FRXUW FDQ EH DVVXUHG WKDW WKHUH KDV EHHQ QR WDPSHULQJ RU FRQWDPLQDWLRQ RI HYLGHQFH VXEVHTXHQW WR

WKH SDWURO EXW SULRU WR WKH FRXUW SURFHHGLQJV�

0)LVK KDV SUHYLRXVO\ LGHQWLILHG WKUHH OHYHOV RI UHSRUWLQJ VWDQGDUGV�

�� ,QWHOOLJHQFH ± ,QIRUPDWLRQ WKDW PD\ EH FODVVLILHG ZKLFK LV XVHG WR DVVLVW ZLWK HQIRUFHPHQW

DQDO\VLV DQG GHFLVLRQ PDNLQJ� LQFOXGLQJ DVVHW GHSOR\PHQW� DQG ZKLFK PD\ EH REWDLQHG IURP

D ZLGH YDULHW\ RI VRXUFHV DQG DJHQFLHV� *HQHUDOO\� WKLV LQIRUPDWLRQ FDQQRW EH XVHG DV

HYLGHQFH LQ D FRXUW RI ODZ EHFDXVH LW PD\ FRPSURPLVH WKH SURYLVLRQ RI IXUWKHU LQWHOOLJHQFH�

�� (YLGHQWLDO �ORZ� ± 5RXWLQH LQIRUPDWLRQ GHULYHG IURP VXUYHLOODQFH SDWUROV �DHULDO RU VXUIDFH��

ZKLFK PD\ EH XVHG DV LQWHOOLJHQFH DQG DOVR DV HYLGHQFH LI WKH QHHG DULVHV LQ WKH IXWXUH� $Q

H[DPSOH ZRXOG EH D YHVVHO VLJKWLQJ WKDW LV UHFRUGHG� SRVLWLRQ IL[HG� SKRWRJUDSKHG DQG

UHSRUWHG WR 0)LVK� 6RPH WLPH ODWHU� WKH VLJKWLQJ LV GHHPHG WR EH UHOHYDQW WR DQ LQYHVWLJDWLRQ

DQG FDQ EH XVHG DV HYLGHQFH�

�� (YLGHQWLDO �KLJK� ± ,QIRUPDWLRQ FROOHFWHG ZKHQ DQ RIIHQFH LV VXVSHFWHG� DQG LV SDUW RI

VWDQGDUG LQIULQJHPHQW SURFHGXUHV� )RU DQ DHULDO SDWURO WKLV PD\ LQFOXGH � SRLQW

SKRWRJUDSK\� SRVLWLRQ IL[LQJ E\ VHYHUDO PHDQV� VSHFLDO UHSRUWLQJ DQG KDQGOLQJ RI H[KLELWV

DQG WKH SURYLVLRQ RI WHVWLPRQ\ LQ FRXUW�

6859(,//$1&( $5($6

$ QXPEHU RI DUHDV RI LQWHUHVW KDYH EHHQ LGHQWLILHG DV SRWHQWLDO WDUJHWV IRU DHULDO VXUYHLOODQFH SDWUROV�

7KHVH WDUJHW DUHDV KDYH HPHUJHG IURP DQ LQFRUSRUDWLRQ RI EDFNJURXQG LQIRUPDWLRQ RQ WKH PDMRU

ILVKHULHV DQG DQDO\VLV RI 0)LVK FRPSOLDQFH FRQFHUQV�

6SHFLILF $UHDV RI ,QWHUHVW ± ,QVKRUH 3ULRULW\

3DXD SRDFKLQJ RQ VRXWKHUQ FRDVW RI :HOOLQJWRQ �����������������������������������������������������������������������

&KDWKDPV URFN OREVWHU DQG SDXD ����������������������������������������������������������������������������������������������

0DUOERURXJK URFN OREVWHU DQG SDXD SRDFKLQJ ���������������������������������������������������������������������������

5RFN OREVWHU �&HQWUDO (DVW� FORVHG VHDVRQ�SRDFKLQJ �����������������������������������������������������������������

:DLUDUDSD SDXD SRDFKLQJ ���������������������������������������������������������������������������������������������������������

)UHVKZDWHU HHO ILVKHU\ �QDWLRQDOO\� �������������������������������������������������������������������������������������������



��

2WDJR FORVHG VHDVRQ IRU URFN OREVWHU ����������������������������������������������������������������������������������������

.DLNRXUD URFN OREVWHU SRDFKLQJ������������������������������������������������������������������������������������������������

1HOVRQ VFDOORS UHVWULFWLRQV��������������������������������������������������������������������������������������������������������

+DXUDNL *XOI PHWKRG UHVWULFWLRQ ERXQGDULHV �����������������������������������������������������������������������������

%DQNV 3HQLQVXOD URFN OREVWHU SRDFKLQJ ������������������������������������������������������������������������������������

%DQNV 3HQLQVXOD VHW QHW UHVWULFWLRQV IRU SURWHFWLRQ RI +HFWRUV 'ROSKLQV������������������������������������

:DLURD +DUG UHVWULFWLRQV ����������������������������������������������������������������������������������������������������������

%D\ RI 3OHQW\ DUHD�PHWKRG UHVWULFWLRQV �������������������������������������������������������������������������������������

6RXWKODQG WUDZOLQJ LQVLGH GUHGJH R\VWHU ILVKLQJ DUHD ����������������������������������������������������������������

7KUHH .LQJV FORVHG DUHD �����������������������������������������������������������������������������������������������������������

3RRU .QLJKWV 0DULQH 5HVHUYH ��������������������������������������������������������������������������������������������������

1RUWKODQG WUDZO DQG 'DQLVK 6HLQH UHVWULFWLRQV��������������������������������������������������������������������������

&KHFNLQJ ORFDWLRQV RI PDULQH IDUPV �QDWLRQDOO\� ����������������������������������������������������������������������

�� PLOH EHDFK WRKHURD SRDFKLQJ �����������������������������������������������������������������������������������������������

7RKHURD RQ 2UHWL EHDFK �FORVHG DQG RSHQ VHDVRQ PRQLWRULQJ� ��������������������������������������������������

2WDJR WUDZO UHVWULFWLRQV ������������������������������������������������������������������������������������������������������������

%DQNV 3HQLQVXOD WUDZO UHVWULFWLRQV��������������������������������������������������������������������������������������������

:HVW &RDVW RI 1RUWK ,VODQG WUDZO UHVWULFWLRQV ���������������������������������������������������������������������������

6RXWK ,VODQG YROXQWDU\ FORVXUHV IRU SXUVH VHLQLQJ DURXQG ULYHU PRXWKV�������������������������������������

,QQHU�+DXUDNL *XOI VHDVRQDO FORVXUH ����������������������������������������������������������������������������������������

6SHFLILF $UHDV RI ,QWHUHVW ± 'HHSZDWHU

:HVW &RDVW 6RXWK ,VODQG KRNL ILVKHU\ GXPSLQJ E\�FDWFK ����������������������������������������������������������

&RRN 6WUDLW KRNL ILVKHU\ GXPSLQJ KRNL�������������������������������������������������������������������������������������

&RRN 6WUDLW KRNL ILVKHU\ GXPSLQJ E\�FDWFK ������������������������������������������������������������������������������

6RXWK (DVW &RDVW 6RXWK ,VODQG RUHR K\JUDGLQJ �������������������������������������������������������������������������

6FDPSL ILVKHU\ DUHD PLV�UHSRUWLQJ �LQ SDUWLFXODU &KDWKDP 5LVH� �����������������������������������������������

,OOHJDO WUDQVKLSPHQWV ZLWKLQ WKH 1=((= ����������������������������������������������������������������������������������

6FDPSL FRPSHWLWLYH FDWFK UHVWULFWLRQV���������������������������������������������������������������������������������������

6TXLG WUDZO ILVKHU\ JHDU UHVWULFWLRQV �FDUULDJH DQG RSHUDWLRQ RI 6/('V� �����������������������������������

6RXWKHUQ EOXHILQ WXQD XQOLFHQVHG ILVKLQJ����������������������������������������������������������������������������������

2WKHU WXQD VSHFLHV XQOLFHQVHG ILVKLQJ���������������������������������������������������������������������������������������

:HVW &RDVW 6RXWK ,VODQG KRNL ILVKHU\ � GXPSLQJ KRNL ��������������������������������������������������������������

&HQWUDO (DVW DQG 6RXWK (DVW &KDWKDP 5LVH EOXH QRVH DUHD PLV�UHSRUWLQJ����������������������������������

6RXWK (DVW &KDWKDP 5LVH RUHR DUHD PLV�UHSRUWLQJ ��������������������������������������������������������������������

:HVW &RDVW 6RXWK ,VODQG RUDQJH URXJK\ DUHD PLV�UHSRUWLQJ �25+�%���������������������������������������

&HQWUDO (DVW $UHD RUDQJH URXJK\ PLV�UHSRUWLQJ �25+ �%�������������������������������������������������������

6FDPSL ILVKHU\ � GXPSLQJ E\�FDWFK ������������������������������������������������������������������������������������������

'XPSLQJ�K\JUDGLQJ RI VFDPSL �������������������������������������������������������������������������������������������������

7HUULWRULDO 6HD FORVHG DUHDV ������������������������������������������������������������������������������������������������������

.HUPDGHF ILVKHULHV DUHD ILVKLQJ SURKLELWLRQV ����������������������������������������������������������������������������

$XFNODQG (DVW DQG &HQWUDO (DVW �1RUWK ,VODQG� FORVHG DUHDV �!��P� ����������������������������������������

$XFNODQG :HVW WUDZOLQJ UHVWULFWLRQV �!��P� ���������������������������������������������������������������������������

&HQWUDO :HVW �1RUWK ,VODQG� DUHD WUDZOLQJ UHVWULFWLRQV �!��P���������������������������������������������������

6RXWK (DVW &RDVW �6RXWK ,VODQG� DUHD UHVWULFWLRQV �!��P� ���������������������������������������������������������

:HVW &RDVW �6RXWK ,VODQG� DUHD UHVWULFWLRQV �!��P�������������������������������������������������������������������

6RODQGHU WUHQFK FORVHG DUHD �WUDZOHUV !��P 	 ERWWRP�ORQJOLQLQJ !��P� ���������������������������������

6SHFLILF $UHDV RI ,QWHUHVW � ,QWHUQDWLRQDO

:HVWSDF %DQN RUDQJH URXJK\ VWUDGGOLQJ VWRFN �������������������������������������������������������������������������

5RVV 6HD WRRWKILVK ,88 ILVKLQJ ������������������������������������������������������������������������������������������������

6RXWKHUQ 2FHDQ WRRWKILVK XQOLFHQVHG ILVKLQJ����������������������������������������������������������������������������



��

6SHFLILF $UHDV RI ,QWHUHVW ± ((= %UHDFKHV

$V QRWHG LQ WKH VHFWLRQ RQ VXUYHLOODQFH WDVNV VRPH RI WKH UROHV UHODWH OHVV WR WKH DFWLYLWLHV RI WKH

OHJLWLPDWH ILVKHUV DQG PRUH WR WKH GHWHFWLRQ RI LOOHJDO RU XQUHJXODWHG ILVKLQJ� 2QH RI WKH PRUH

LPSRUWDQW IXQFWLRQV� LQ WHUPV RI 1HZ =HDODQG¶V VRYHUHLJQW\ UDWKHU WKDQ ILVKHULHV SURWHFWLRQ� WKDW

DHULDO VXUYHLOODQFH LV WDVNHG ZLWK LV WKH SUHVHUYDWLRQ RI WKH LQWHJULW\ RI WKH 1HZ =HDODQG ((=�

)LJXUH � VKRZV UHFHQW LQFLGHQWV LQYROYLQJ EUHDFKHV RI 1HZ =HDODQG¶V ((= RU VWUDGGOLQJ VWRFN

DUHDV� 7KH QDWXUH RI WKHVH LQFLGHQWV DUH YDULDEOH� UDQJLQJ IURP LOOHJDO WUDQVKLSPHQWV LQYROYLQJ

PXOWL�PLOOLRQV RI GROODUV ZRUWK RI ILVK WR XQLGHQWLILHG ILVKLQJ FUDIW HQJDJHG LQ XQOLFHQVHG ILVKLQJ�

%UHDFKHV RI ((= ,QWHJULW\ �,QFOXGLQJ :HVWSDF %DQN�

)LJXUH �

 ,QFLGHQWV
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$V D NH\ VWHS LQ WKH SURFHVV RI HVWDEOLVKLQJ 0)LVK¶V DHULDO VXUYHLOODQFH UHTXLUHPHQWV� WKLV UHSRUW KDV

GHWHUPLQHG D VHULHV RI EDQGV� FRQVLVWLQJ RI ILVKHULHV JURXSHG E\ SHUFHQWDJH� 7KLV HQDEOHV WKH

HVWDEOLVKPHQW RI D VHULHV RI UDQJHV� DQG WKH SHUFHQWDJH RI ILVKHULHV IDOOLQJ ZLWKLQ HDFK UDQJH� 2QFH

WKHVH UDQJHV DUH GHWHUPLQHG� DQG WKH OHYHO RI DFWLYLW\ LQ HDFK LV HVWDEOLVKHG� LW LV D UHODWLYHO\ VLPSOH

SURFHGXUH WR FDOFXODWH WKH RSHUDWLRQDO FDSDELOLWLHV QHFHVVDU\ LQ RUGHU WR SURYLGH WKH DSSURSULDWH

OHYHO RI FRYHUDJH RYHU HDFK UDQJH�

,W LV ZRUWK QRWLQJ WKDW WKH VHW RI GDWD XVHG LQ WKLV DQDO\VLV LV KLJKO\ LQGLFDWLYH RI WKH PDMRU

GHHSZDWHU ILVKHULHV� EXW GRHV QRW UHIOHFW WKH LQVKRUH ILVKHULHV DW DOO� 7KH UHSRUWLQJ UHJLPH FXUUHQWO\

LPSOHPHQWHG LQ 1HZ =HDODQG GRHV QRW UHTXLUH H[DFW FDWFKLQJ ORFDWLRQV WR EH UHFRUGHG IRU D QXPEHU

RI LPSRUWDQW LQVKRUH ILVKHULHV� 7KH DQDO\VLV KDV� WKHUHIRUH� WDNHQ DFFRXQW RI WKLV DQG KDV EHHQ

FRQGXFWHG IURP DOO DYDLODEOH GDWD FRQFHUQLQJ WKH ORFDWLRQV ZKHUH ILVKHUV KDYH WDNHQ FDWFK� ZKLFK

KDV JHQHUDWHG E\ 0)LVK¶V FDWFK HIIRUW UHSRUWLQJ V\VWHP� 'HVSLWH LWV KLJKO\ LQGLFDWLYH QDWXUH� WKLV LV

DQ H[WHQVLYH DPRXQW RI LQIRUPDWLRQ� HVSHFLDOO\ FRQVLGHULQJ WKDW WKH GDWD VHW LQFOXGHV WKH ODWLWXGH

DQG ORQJLWXGH RI ����������� NLORJUDPV RI FDWFK�

(YHQ WKRXJK LQVKRUH ILVKHULHV FRPSULVH DSSUR[LPDWHO\ �� SHU FHQW RI WKH WRWDO FDWFK �D GHILQLWLYH

ILJXUH LV QRW DYDLODEOH DW WKLV WLPH�� LW GRHV QRW FRPSURPLVH WKH DFFXUDF\ RI WKH RYHUDOO PRGHO�

6LQFH WKLV FDWFK� E\ GHILQLWLRQ� RFFXUV ZLWKLQ WKH 7HUULWRULDO 6HD LW LV ORFDOLVHG DW RQH HQG RI WKH GDWD

VSHFWUXP� 7KH LQVKRUH ILVKHULHV ZLOO WKHUHIRUH EH GHDOW ZLWK DV D GLVFUHWH HQWLW\ DIWHU WKH RWKHU GDWD

KDV EHHQ PRGHOOHG�

([WUD�WHUULWRULDO FDWFK FRPSULVHV ����� SHU FHQW RI WKH WRWDO FDWFK� ,Q RUGHU WR DYRLG WKH GLVWRUWLRQ RI

GDWD� ZKLFK LV FUHDWHG E\ VRPH RI WKH ILVKHULHV RFFXUULQJ DW H[WUHPH GLVWDQFHV� DOO FDWFK WDNHQ

RXWVLGH RI WKH ((= KDV EHHQ H[FOXGHG� 6LQFH H[WUD�WHUULWRULDO FDWFK LV ORFDOLVHG DW WKH RWKHU HQG RI

WKH UDQJH VSHFWUXP LW ZLOO� OLNH WKH LQVKRUH ILVKHULHV� EH GHDOW ZLWK DV D VHSDUDWH HQWLW\ RQFH WKH

LQLWLDO GDWD PRGHOOLQJ KDV EHHQ GRQH�

7KH VHW RI GDWD XVHG LQ WKH DQDO\VLV WKHUHIRUH UHSUHVHQWV DOO RI WKH GHHS�ZDWHU FDWFK WDNHQ ZLWKLQ WKH

((=� DQG LV ± DV KDV SUHYLRXVO\ EHHQ VWDWHG ± KLJKO\ FRPPHUFLDOO\ VHQVLWLYH�

*LYHQ WKDW WKLV UHSRUW DLPV WR LGHQWLI\ DQG GHWDLO 0)LVK¶V DHULDO VXUYHLOODQFH UHTXLUHPHQWV� WKH GDWD

ZDV DQDO\VHG WR GHWHUPLQH WKH GLVWDQFH EHWZHHQ WKH ORFDWLRQ ZKHUH WKH FDWFK RFFXUUHG DQG WKH

QHDUHVW PDMRU DLUILHOG� 7KLV ZDV GRQH ZLWK WKH LQWHQWLRQ RI SURGXFLQJ PRUH PHDQLQJIXO FRQFOXVLRQV

DV WKHUH LV RIWHQ D VLJQLILFDQW GLIIHUHQFH EHWZHHQ WKH GLVWDQFH RI FDWFK WDNHQ IURP D FRDVWOLQH� DQG

WKDW ZKLFK LV PHDVXUHG IURP D PDMRU DLUILHOG� &DWFK WDNHQ QHDU WKH 6XE�$QWDUFWLF ,VODQGV� IRU

H[DPSOH� ZRXOG UHJLVWHU DV EHLQJ FORVH WR ODQG� EXW IRU WKH LQWHQWV DQG SXUSRVHV RI DHULDO

VXUYHLOODQFH ZRXOG UHTXLUH D MRXUQH\ RI RYHU ��� QP�

³$HURQDXWLFDO 3ORWWLQJ &KDUW 1HZ =HDODQG ± &KDWKDPV 6HULHV ��� 6KHHW � ± $HUR� (GLWLRQ �´ ZDV

XWLOLVHG LQ RUGHU WR GHWHUPLQH ZKLFK DLUILHOGV ZHUH XVHG DV EDVH UHIHUHQFH SRLQWV�

7KH DQDO\VLV LV LOOXVWUDWHG E\ ILJXUH ��



��

'LVWDQFH RI &DWFK IURP 0DMRU $LUILHOGV

)LJXUH �

7KH DQDO\VLV UHYHDOV WKDW ��� RI DOO GHHSZDWHU FDWFK LV FXUUHQWO\ WDNHQ ZLWKLQ �� QP RI D PDMRU

DLUILHOG �EDQG � ILJXUH ��� ��� ZLWKLQ �� QP �EDQG ��� ��� ZLWKLQ ��� QP �EDQG �� DQG ����

ZLWKLQ ��� QP �EDQG ��� )LJXUH � VKRZV WKH WUHQG IRU WKH SHUFHQWDJH RI FDWFK DFURVV GLVWDQFH�



��

3HUFHQWDJH RI 'HHSZDWHU &DWFK RYHU 'LVWDQFH
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)LJXUH �

7UHQG DQDO\VLV RI WKLV GDWD GHPRQVWUDWHV WKDW PRVW FDWFK LV WDNHQ UHODWLYHO\ FORVH �WDNLQJ LQWR

DFFRXQW WKH ODUJH GLVWDQFHV ZLWKLQ WKH ((=� WR D PDMRU DLUILHOG� $HULDO VXUYHLOODQFH XQGHUWDNHQ DW

VKRUW DQG PHGLXP UDQJHV ZLOO EH DEOH WR FRYHU ODUJH SHUFHQWDJHV RI WKH ILVKLQJ IOHHW¶V FDWFK FDSDFLW\

ZLWK VPDOO FKDQJHV LQ UDQJH� $HULDO VXUYHLOODQFH WDUJHWHG DW ORQJHU UDQJHV ZLOO VXIIHU WKH ODZ RI

GLPLQLVKLQJ UHWXUQV� ZLWK ODUJH LQFUHDVHV LQ GLVWDQFH UHTXLUHG WR EULQJ DERXW D VPDOO ULVH LQ WKH

SHUFHQWDJH RI FDWFK FRYHUHG�

&RQFOXVLRQ

7KH PRVW VDOLHQW FRQFOXVLRQ GHULYHG IURP WKLV GDWD LV WKDW ORQJ�UDQJH VXUYHLOODQFH DLUFUDIW DUH QRW

UHTXLUHG WR FRYHU D PDMRU VKDUH RI WKH ILVKHULHV ZLWKLQ 1HZ =HDODQG¶V ((=� 7KLV FRQFOXVLRQ LV

IXUWKHU VXSSRUWHG ZKHQ FRQVLGHULQJ WKH YDOXDEOH LQVKRUH ILVKHULHV� ZKLFK SUHGRPLQDQWO\ IDOO ZLWKLQ

WKH �� QP 7HUULWRULDO 6HD� 7KH H[WUD�WHUULWRULDO ILVKHULHV DGG DQ HOHPHQW RI FRXQWHU EDODQFH� \HW LQ

QR ZD\ QHJDWH WKH SUHPLVH�

,W LV DOVR FOHDU WKDW� LQ RUGHU WR FRYHU DOO 1HZ =HDODQG¶V ILVKHULHV� SDUWLFXODUO\ WKH WRS �� SHU FHQW RI

GHHSZDWHU DQG DOO H[WUD WHUULWRULDO ILVKHULHV� D VXUYHLOODQFH DLUFUDIW ZLOO UHTXLUH SURGLJLRXV HQGXUDQFH

DQG UDQJH� %DVHG RQ WKH DQDO\VLV FRQGXFWHG WKH IROORZLQJ UDQJHV KDYH EHHQ GHWHUPLQHG WR EH

VLJQLILFDQW IRU GHWHUPLQLQJ 0)LVK¶V DHULDO VXUYHLOODQFH UHTXLUHPHQWV�

'HVFULSWLRQ� 5DQJH� &RYHUDJH�

6KRUW )URP WKH EHDFK WR WKH RXWHU

ERXQGDU\ RI WKH 7HUULWRULDO 6HD

�76��

$OO LQVKRUH ILVKHULHV DQG � SHU FHQW RI WKH

GHHSZDWHU ILVKHULHV� $OVR LQFOXGHV ODQG�EDVHG

VXUYHLOODQFH �H�J� WUDQVSRUWDWLRQ��

0HGLXP )URP WKH ERXQGDU\ RI WKH 76 WR

�� QP IURP PDMRU DLUILHOGV�

7KLV FRYHUV DOO LQVKRUH ILVKHULHV DQG �� SHU

FHQW RI GHHSZDWHU ILVKHULHV�

/RQJ )URP �� QP WR ��� QP 7KLV FRYHUV �� SHU FHQW RI GHHSZDWHU ILVKHULHV

DQG VRPH H[WUD WHUULWRULDO ILVKHULHV�

([WUHPH ��� QP � 7KLV LQFOXGHV ��� SHU FHQW RI GHHSZDWHU

ILVKHULHV DQG DOO H[WUD WHUULWRULDO ILVKHULHV�



��

7KHVH UDQJHV DUH LOOXVWUDWHG LQ ILJXUH ��

3URSRVHG 5DQJHV IRU )LVKHULHV 6XUYHLOODQFH

)LJXUH ��



��

6859(,//$1&( 7,0(6

7KHUH DUH GLVWLQFW VHDVRQDO YDULDWLRQV LQ PRVW ILVKHULHV DQG� DFFRUGLQJO\� DHULDO VXUYHLOODQFH

UHTXLUHPHQWV ZLOO YDU\ GXULQJ WKH FRXUVH RI D \HDU� $SSHQGL[ � FRQWDLQV D PRQWK E\ PRQWK DQDO\VLV

RI WKH VSUHDG RI ILVKLQJ DFWLYLW\ DQG KLJKOLJKWV PDMRU ILVKHULHV DV WKH\ RFFXU� 7KH IROORZLQJ FKDUW

GHPRQVWUDWHV WKH FKDQJLQJ UHTXLUHPHQWV IRU DHULDO VXUYHLOODQFH GXULQJ WKH FRXUVH RI D \HDU� 6HH

ILJXUH ���

0RQWKO\ 6XUYHLOODQFH 5HTXLUHPHQWV

�

��

��

��

��

���

���

���

���

���

���

+RXUV

-DQXDU\ )HEXUDU\ 0DUFK $SULO 0D\ -XQH -XO\ $XJXVW 6HSWHPEHU 2FWREHU 1RYHPEHU 'HFHPEHU

)LJXUH ��

7KH IROORZLQJ FKDUW IRUHFDVWV VHDVRQDO YDULDWLRQV� ZKLFK ZLOO FDXVH DHULDO VXUYHLOODQFH UHTXLUHPHQWV

WR YDU\ DFURVV WKH LGHQWLILHG VXUYHLOODQFH UDQJHV� 7KLV IRUHFDVW LV LQGLFDWLYH DW EHVW� DV DQ\ QXPEHU

RI IDFWRUV �VXFK DV� PDMRU HQIRUFHPHQW RSHUDWLRQV� HQYLURQPHQWDO FKDQJHV� RU HYHQ LQWHUQDWLRQDO

FULVHV� PD\ DW DQ\ VWDJH FDXVH VLJQLILFDQW YDULDWLRQ LQ VXUYHLOODQFH UHTXLUHPHQWV� 6HH ILJXUH ���

7KH WRWDO VXUYHLOODQFH KRXUV ����� KUV� XVHG WR GHYHORS WKLV FKDUW KDYH EHHQ GHULYHG IURP DGGLQJ

WKH DVVHVVPHQWV IRU WKH GHHSZDWHU ����� KUV� DQG WKH LQVKRUH ���� KUV�� )RU WKH SXUSRVHV RI WKLV

FDOFXODWLRQ WKH GHHSZDWHU ILJXUH LQFOXGHV LQWHUQDWLRQDO ILVKHULHV�

7KH GHHSZDWHU ILJXUH LV WDNHQ IURP WKH ���� 5HSRUW RQ $LUERUQH )LVKHULHV 6XUYHLOODQFH �VHH SDJH

���� 7KLV ILJXUH ZDV WHVWHG DJDLQVW FXUUHQW DQG SUHGLFWHG XVDJH DQG IRXQG WR EH VWLOO DFFXUDWH� 7KH

EUHDNGRZQ RI KRZ WKLV ILJXUH ZDV DUULYHG DW LV FRQWDLQHG LQ $QQH[ ' RI WKH ���� UHSRUW� D VXPPDU\

RI ZKLFK LV FRQWDLQHG LQ WKLV UHYLHZ DW $SSHQGL[ ��



��

6XUYHLOODQFH 5HTXLUHPHQWV E\ 7LPH DQG 5DQJH
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��

-DQXDU\ )HEXUDU\ 0DUFK $SULO 0D\ -XQH -XO\ $XJXVW 6HSWHPEHU 2FWREHU 1RYHPEHU 'HFHPEHU

6KRUW 0HGLXP
/RPJ ([WUHPH

7KH LQVKRUH ILJXUH ZDV GHULYHG IURP DQ DQDO\VLV RI WKH SULRULW\ LQVKRUH ILVKHULHV DV GHVFULEHG XQGHU

WKH KHDGLQJ RI VXUYHLOODQFH DUHDV �SDJHV ������� (DFK RI WKHVH DUHDV ZDV DVVHVVHG IRU LWV

VXUYHLOODQFH UHTXLUHPHQWV DQG WKH UHVXOWV DUH VHW RXW LQ $SSHQGL[ ��� 7KH DQDO\VLV DOVR HVWDEOLVKHG

WKH VXUYHLOODQFH UHTXLUHPHQWV IRU HDFK 0)LVK &RPSOLDQFH 'LVWULFW� VHH ILJXUH ���

3URSRVHG 8VDJH E\ 0)LVK 'LVWULFWV

�

���

���

���

���

����

����

:KDQJDUHL $XFN ODQG 7DXUDQJD 1DSLHU :HO O LQJWRQ 1HOVRQ &KULVWFKXUFK 'XQHGLQ ,QYHUFDUJ L O O

+RXUV

)LJXUH ���

7KH ILQDO ILJXUH RI ���� KUV LV VLPLODU WR WKH ILQGLQJV RI ERWK WKH ���� DQG ���� UHSRUWV� ZKLFK

SURSRVHG ILJXUHV RI ���� DQG ���� KUV UHVSHFWLYHO\�

)LJXUH ��
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,Q WKH ILHOG RI PDULWLPH VXUYHLOODQFH D JUHDW GHDO RI HPSKDVLV LV SODFHG RQ WKH FDSDELOLWLHV RI WKH

UHVSHFWLYH DLUIUDPHV RIIHUHG XS IRU WKH UROH� ,W LV LPSRUWDQW WR VHOHFW DQ DLUFUDIW ZLWK VXLWDEOH

DWWULEXWHV ZLWK UHVSHFW WR UDQJH� HQGXUDQFH DQG VSHHG� KRZHYHU� ZLWK WKH DGYDQFHV LQ PRGHUQ

DYLRQLFV WKH GLIIHUHQFH EHWZHHQ FRPSHWLQJ DLUIUDPHV EHFRPHV OHVV RI DQ LVVXH� ,Q WKH PDULWLPH

VXUYHLOODQFH UROH WKH DLUFUDIW LV VLPSO\ D PHDQV RI FRQYH\DQFH IRU WKH HOHFWURQLFV FDUULHG RQERDUG�

WKH DYLRQLFV DUH LQ HIIHFW WKH H\HV DQG HDUV RI WKH SODWIRUP� ,W LV WKH V\VWHPV WKDW GLVWLQJXLVK DQ

DGHTXDWH PDULWLPH SDWURO DLUFUDIW IURP DQ HIIHFWLYH RQH� DQG WKHVH FDQ EH VHSDUDWHG LQWR IRXU

FDWHJRULHV� FROOHFWLRQ� LQWHJUDWLRQ� VWRUDJH� DQG WUDQVPLVVLRQ�

&ROOHFWLRQ

2I SDUDPRXQW LPSRUWDQFH WR DQ\ VXUYHLOODQFH SODWIRUP LV LWV DELOLW\ WR ILUVW FROOHFW WKH LQIRUPDWLRQ

IURP WKH HQYLURQPHQW LW RSHUDWHV LQ� $ QXPEHU RI V\VWHPV FDQ EH YLHZHG DV FUXFLDO WR DQ\ SURSRVHG

ILVKHULHV VXUYHLOODQFH DLUFUDIW�

7KH UDGDU LV DQ HVVHQWLDO LWHP LQ DQ\ PDULWLPH VXUYHLOODQFH NLW� 7KH DLUFUDIW ZLOO QHHG WR KDYH KLJK�

SRZHUHG VXUIDFH VXUYHLOODQFH UDGDU FDSDEOH RI GHWHFWLQJ VPDOO YHVVHOV DW ORQJ UDQJH LQ YDULRXV VHD

VWDWHV� 7KH UDGDU PXVW EH DEOH WR WUDFN PXOWLSOH WDUJHWV ZLWK VXLWDEOH UDQJH WR DOORZ IRU ORQJ UDQJH

WUDFNLQJ RI YHVVHOV� :LWK UHVSHFW WR WKH VWDQG�RII FDSDELOLW\� PDQ\ RI WKH FRPPHUFLDOO\ DYDLODEOH

V\VWHPV DOORZ IRU VRPH GHJUHH RI WDUJHW LGHQWLILFDWLRQ XVLQJ 6\QWKHWLF $SHUWXUH 5DGDU

�6$5��,QYHUVH 6\QWKHWLF $SHUWXUH 5DGDU �,6$5� WHFKQRORJ\� 7KH EHQHILWV RI WKLV WHFKQRORJ\

VKRXOG EH FRQVLGHUHG LQ OLJKW RI DQ\ SURSRVHG UDGDU V\VWHP�

7KH VXUYHLOODQFH SODWIRUP ZLOO DOVR UHTXLUH RSWLFDO GHWHFWLRQ V\VWHPV� $Q ,QIUD�5HG 'HWHFWLRQ

6\VWHP �,5'6� ZLWK D PLQLPXP IRUZDUG VHDUFK VFDQ RI ���� DQG DQ HOHYDWLRQ UDQJH RI �� WR ±��� LV D

QHFHVVLW\� 7KH ,5'6 VKRXOG SURYLGH IRU H[FHSWLRQDO LPDJH FODULW\� VXSHULRU UHOLDELOLW\ DQG

VXIILFLHQW UDQJH LQ YDULRXV FRQGLWLRQV� ,GHDOO\ WKH ,5'6 VKRXOG EH WXUUHW�PRXQWHG ZLWK WKH WXUUHW

SURYLGLQJ D VWDEOH SODWIRUP QRW RQO\ IRU WKH ,5'6 EXW DOVR IRU D YLVLEOH OLJKW 9LGHR &DPHUD DQG DQ

XOWUD KLJK PDJQLILFDWLRQ VSRWWHU VFRSH ZKLFK ZRXOG EH UHTXLUHG IRU WKH DLUFUDIW�

,Q DGGLWLRQ WR WKHVH V\VWHPV WKH FUHZ PXVW KDYH DFFHVV WR PDQXDO RSWLFDO GHWHFWLRQ HTXLSPHQW� 7KLV

HTXLSPHQW VKRXOG LQFOXGH J\UR�VWDELOLVHG ELQRFXODUV� KDQG�KHOG YLGHR FDPHUD DQG D 6/5 FDPHUD

ZLWK VXLWDEOH OHQVHV IRU VWLOO SKRWRJUDSK\� &RQVLGHUDWLRQ FRXOG DOVR EH JLYHQ WR WKH SURYLVLRQ RI

1LJKW�9LVLRQ *RJJOHV �19*� WR DVVLVW LQ LGHQWLILFDWLRQ�QDYLJDWLRQ�

&RQVLGHUDWLRQ VKRXOG EH JLYHQ WR WKH DFTXLVLWLRQ RI DGGLWLRQDO KLJK WHFK GHWHFWLRQ V\VWHPV� IRU

H[DPSOH� UDGLR VXUYHLOODQFH V\VWHP� 7KLV V\VWHP PRQLWRUV UDGLR WUDIILF DQG DOORZV IRU DQ DLUFUDIW WR

KRPH LQ RQ D UDGLR VRXUFH �L�H� D YHVVHO RU EXR\� IURP ORQJ UDQJH� ,W LV DOVR HIIHFWLYH IRU JDWKHULQJ

YDOXDEOH LQWHOOLJHQFH� 5DGLR VXUYHLOODQFH LV DQ HIIHFWLYH PHDQV RI GHWHFWLQJ DQG ORFDWLQJ YHVVHOV LQ

DOO VRUWV RI FRQGLWLRQV DQG KHOSV WR RYHUFRPH VRPH RI WKH OLPLWDWLRQV RI UDGDU� HVSHFLDOO\ LQ WKH

6HDUFK DQG 5HVFXH UROH�

,QWHJUDWLRQ

7R DOORZ D PDULWLPH VXUYHLOODQFH DLUFUDIW WR RSHUDWH HIIHFWLYHO\ ZLWK LWV VRSKLVWLFDWHG HOHFWURQLFV�

WKHVH V\VWHPV QHHG WR EH LQWHJUDWHG ZLWK HDFK RWKHU DQG ZLWK WKH DLUFUDIW LWVHOI� 7KHUH LV OLWWOH SRLQW

RSHUDWLQJ SRZHUIXO UDGDU RU ,5'6 V\VWHP LI WKH RWKHU V\VWHPV VXFK DV WKH QDYLJDWLRQ VXLWH FDQQRW

SDVV RQ YLWDO LQIRUPDWLRQ WKDW PD\ EH UHTXLUHG IRU HYLGHQWLDO SXUSRVHV� ,W PXVW EH VWUHVVHG WKDW WKH

LQWHJUDWLRQ RI WKH RQERDUG V\VWHPV LV D NH\ IDFWRU LQ KHOSLQJ WR VDWLVI\ WKH KLJK H[SHFWDWLRQV RI

HYLGHQFH� DV H[SODLQHG LQ WKH VHFWLRQ HQWLWOHG (YLGHQWLDO /HYHOV�



��

$ QXPEHU RI FRPSDQLHV KDYH GHYHORSHG V\VWHPV WKDW LQWHJUDWH DOO WKH YDULRXV HTXLSPHQW FDUULHG

RQERDUG WKH DLUFUDIW� DQG FDQ WDLORU D SDFNDJH WR VXLW WKH FXVWRPHU� 6XFK D V\VWHP LV D QHFHVVLW\ IRU

DQ\ SURSRVHG VXUYHLOODQFH SODWIRUP�

6WRUDJH

7KH QH[W SULRULW\ LV IRU WKH VXUYHLOODQFH SODWIRUP WR VHFXUHO\ VWRUH WKH LQIRUPDWLRQ LQ D ZD\ WKDW QRW

RQO\ DOORZV IRU LWV SUDFWLFDO XVH DW VRPH ODWHU VWDJH� EXW WR DOVR VDWLVI\ WKH FRXUWV LI LW LV WR EH XVHG LQ

HYLGHQFH �FKDLQ RI HYLGHQFH�� 7KHUHIRUH� WKH DLUFUDIW PXVW KDYH WKH DSSURSULDWH PHDQV RI UHFRUGLQJ

WKH LQIRUPDWLRQ JDWKHUHG IURP DOO WKH VHQVRUV� XVLQJ D VXLWDEOH PHGLXP �H�J� YLGHRWDSH� ILOP

QHJDWLYH� DQG DXGLRWDSH�� ,Q DGGLWLRQ WR WKH DFWXDO VWRUDJH RI WKH LQIRUPDWLRQ WKLV LQIRUPDWLRQ PXVW

EH DYDLODEOH IRU µSOD\�EDFN¶ E\ WKH FUHZ ZKLOH WKH DLUFUDIW LV LQ IOLJKW�

7UDQVPLVVLRQ

,I D VXUYHLOODQFH SDWURO LV WR EH HIILFLHQW DQG HIIHFWLYH WKH VXUYHLOODQFH SODWIRUP PXVW KDYH D

FRPSUHKHQVLYH FRPPXQLFDWLRQV VXLWH� $V VWDQGDUG� WKH VXLWH ZLOO QHHG WR FRYHU +)� 9+)� 8+)�

ERWK $0 DQG )0 EDQGV� DQG SURYLGH IRU D PHDVXUH RI VHFXULW\ LQ XVLQJ WKHVH FRPPXQLFDWLRQ EDQGV

�L�H� YRLFH DQG GDWD HQFU\SWLRQ�� 7KH DLUFUDIW ZLOO QHHG WR KDYH GLUHFW FRPPXQLFDWLRQ ZLWK D VKRUH�

EDVH ZKLOH RQ SDWURO� DQG WKLV FRPPXQLFDWLRQ VKRXOG EH LQ ERWK YRLFH DQG GDWD �YLD D GDWDOLQN��

6XFK D OLQN ZLOO DOORZ IRU DQ HDVLQJ RI WKH FRPPDQG� FRQWURO DQG FR�RUGLQDWLRQ ZRUNORDG SODFHG RQ

WKH DLUFUHZ GXULQJ D SDWURO DQG DOORZ IRU WKH LQSXW RI VKRUH�EDVHG H[SHUWV LQ D WLPHO\ PDQQHU�

7KH DLUFUDIW ZLOO DOVR QHHG D YHUVDWLOH LQWHUFRP V\VWHP �,&6� DOORZLQJ WKH FUHZ WR FRPPXQLFDWH

ZLWK HDFK RWKHU DQG WR PRQLWRU DOO RWKHU UDGLR WUDIILF� 6DWHOOLWH FRPPXQLFDWLRQ VKRXOG DOVR EH

FRQVLGHUHG DV DQ RSWLRQ LQ DQ\ SRWHQWLDO DHULDO VXUYHLOODQFH SODWIRUP� WR IXUWKHU HQKDQFH WKH RSWLRQV

DYDLODEOH WR ERWK WKH DLUFUHZ DQG WKH VKRUH�EDVHG VXSSRUW�

,GHDOO\� LW LV HQYLVDJHG WKDW WKHUH EH D VHDPOHVV FRPPXQLFDWLRQ OLQN EHWZHHQ WKH DLUFUDIW DQG WKH

0LQLVWU\� ZKLFK DOORZV IRU D IUHH IORZ RI LQIRUPDWLRQ ERWK ZD\V� 7KLV ZRXOG JUHDWO\ HQKDQFH WKH

HIIHFWLYHQHVV RI SDWUROV E\ HVVHQWLDOO\ DFWLQJ DV D µIRUFH PXOWLSOLHU¶ �L�H� QRW RQO\ ZRXOG WKH DLUFUDIW

DQG FUHZ EH µRQ SDWURO¶ EXW VR WRR WKH 0)LVK VWDII DQG WKHLU VKRUH�EDVHG LQIRUPDWLRQ V\VWHPV��
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5DQJH $QDO\VLV

,Q YLHZ RI WKH DQDO\VLV LQ WKLV UHSRUW� SDUWLFXODUO\ WKH VXUYHLOODQFH UDQJHV VHFWLRQ� 0)LVK KDV UHDFKHG

WKH FOHDU FRQFOXVLRQ�

:KLOH D ORQJ�UDQJH FDSDELOLW\ LV VWLOO UHTXLUHG� DQ DGGLWLRQDO VKRUWHU�

UDQJH VXUYHLOODQFH FDSDELOLW\ FRXOG SDWURO WKH PDMRULW\ RI RXU ILVKHULHV�

7KH UHTXLUHPHQW WR SDWURO H[WUHPH UDQJH ILVKHULHV� IRU H[DPSOH WRRWKILVK LQ WKH 5RVV 6HD� PHDQV

WKDW WKH 2ULRQV �RU DQ DLUFUDIW ZLWK VLPLODU DWWULEXWHV� ZLOO UHPDLQ DQ HVVHQWLDO VXUYHLOODQFH DVVHW� 1R

FLYLOLDQ FRQWUDFWRU LV OLNHO\ WR KDYH WKH PHDQV� RU GHVLUH� WR SDWURO DW VXFK H[WUHPH UDQJHV DQG LQ

VXFK LQKRVSLWDEOH FRQGLWLRQV� <HW LQWHUQDWLRQDO ILVKHULHV VXFK DV WKRVH LQ WKH 5RVV 6HD UHPDLQ D

KLJK SULRULW\ IRU SROLWLFDO DV ZHOO DV ILVKHULHV SURWHFWLRQ UHDVRQV� $V WKH GHYHORSPHQW RI

LQWHUQDWLRQDO KLJK VHDV ILVKHULHV DUH DQ LQFUHDVLQJ WUHQG WKLV UHTXLUHPHQW LV OLNHO\ WR LQFUHDVH UDWKHU

WKDQ GLPLQLVK�

+RZHYHU� JLYHQ WKDW WKH 2ULRQV DUH PHHWLQJ RQO\ D VPDOO SHUFHQWDJH RI 0)LVK¶V UHTXLUHPHQWV �����

SHU FHQW RI WKH GHHSZDWHU KRXUV� DQG WKDW WKH PDMRULW\ RI ILVKHULHV� ERWK LQVKRUH DQG GHHSZDWHU�

RFFXU ZLWKLQ �� QP RI D PDMRU DLUILHOG� WKHUH LV QR UHDVRQ ZK\ WKH 2ULRQV FRXOG QRW EH

VXSSOHPHQWHG ZLWK PXFK D OHVV VRSKLVWLFDWHG DLUFUDIW�

*DS $QDO\VLV

,Q RUGHU WR GHWHUPLQH ZKHWKHU 0)LVK¶V PDULWLPH VXUYHLOODQFH UHTXLUHPHQWV DUH EHLQJ VDWLVILHG� D

FRPSDULVRQ �JDS DQDO\VLV� EHWZHHQ WKH UHTXLUHPHQWV GHULYHG IURP WKH DERYH *,6 DQDO\VLV DQG WKH

FXUUHQW OHYHO RI VXUYHLOODQFH HIIRUW DV GHVFULEHG LQ WKH EDFNJURXQG VHFWLRQ RI WKH UHYLHZ KDV EHHQ

FRQGXFWHG� 7KLV DQDO\VLV SURGXFHV WZR IXUWKHU PDMRU FRQFOXVLRQV�

�� 7KHUH LV D VXEVWDQWLDO JDS EHWZHHQ WKH DHULDO VXUYHLOODQFH KRXUV

UHTXLUHG E\ 0)LVK DQG WKRVH LW LV FXUUHQWO\ UHFHLYLQJ IURP ERWK WKH

51=$) DQG DG KRF FLYLOLDQ VHUYLFH SURYLGHUV�

7KLV JDS DSSHDUV WR EH WKH UHVXOW RI D ODFN RI VXLWDEOH DHULDO VXUYHLOODQFH DVVHWV� 7KH 51=$) LV

FRQVWUDLQHG E\ LWV RZQ UHVRXUFH OLPLWDWLRQV DQG FDQ RQO\ SURYLGH D FHUWDLQ QXPEHU RI KRXUV� 7KH

XVH RI FLYLOLDQ VHUYLFH SURYLGHUV LV QRW EXGJHWHG IRU LQ D FR�RUGLQDWHG PDQQHU� DQG WKHUH LV QR

RYHUDOO SODQQLQJ WR HQVXUH WKDW SULRULW\ UHTXLUHPHQWV DUH VDWLVILHG�

7KH 51=$)� LQ DFFRUGDQFH ZLWK WKH ,QWHUGHSDUWPHQWDO $JUHHPHQW� KDV SURYLGHG D FRQVWDQW QXPEHU

RI KRXUV VLQFH ���� �DOWKRXJK LW DSSHDUV WKDW WKHUH ZDV QR UHDVVHVVPHQW RU UHDOORFDWLRQ RI HIIRUW

DIWHU WKH ZLWKGUDZDO RI WKH )ULHQGVKLSV�� 'XULQJ WKH SHULRG LQ ZKLFK WKH )ULHQGVKLSV ZHUH

RSHUDWLRQDO WKH 51=$) PHW ���� SHU FHQW
�
RI 0)LVK¶V WRWDO UHTXLUHPHQWV IRU VXUYHLOODQFH KRXUV

�ZKLFK HTXDWHV WR ���� SHU FHQW RI WKH GHHSZDWHU KRXUV�� 6LQFH ���� WKH\ KDYH RQ DYHUDJH PHW ���

SHU FHQW RI 0)LVK¶V WRWDO UHTXLUHG KRXUV ����� SHU FHQW RI WKH GHHSZDWHU KRXUV�� 7KLV ILJXUH LV�

�
7KLV ILJXUH LV GHULYHG IURP DQ DYHUDJH RI ���� )�� SDWUROV DW DQ DYHUDJH RI � KRXUV HDFK �HVWLPDWH REWDLQHG IURP 51=$)�

�21&/86,216
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KRZHYHU� VOLJKWO\ LQDFFXUDWH� DV LW GRHV QRW LQFOXGH H[WUD KRXUV REWDLQHG GXULQJ WKH WUDQVLW RI

1RUSDWV DQG WUDLQLQJ IOLJKWV� 7KHVH H[WUD IOLJKWV DUH OLNHO\ WR LQFUHDVH WKH ILJXUH XS WR WKH �� DQG ��

SHU FHQW PDUNV IRU WKH WRWDO DQG GHHSZDWHU KRXUV UHVSHFWLYHO\�

7KH GLVFUHWLRQDU\ XVH RI FLYLOLDQ VHUYLFH SURYLGHUV E\ &RPSOLDQFH 'LVWULFW 2IILFHV FRYHUV D IXUWKHU

��� SHU FHQW RI 0)LVK¶V WRWDO VXUYHLOODQFH KRXUV �ZKLFK HTXDWHV WR ��� SHU FHQW RI WKH UHTXLUHG

LQVKRUH KRXUV�� 7KLV ILJXUH LV EDVHG RQ RQO\ RQH \HDU¶V ZRUWK RI GDWD KRZHYHU H[WHQVLYH YDULDWLRQ LV

XQOLNHO\ DQG D ILJXUH RI EHWZHHQ ��� SHU FHQW LV EHOLHYHG WR EH VXIILFLHQWO\ UHSUHVHQWDWLYH�

7KLV VWUDLJKWIRUZDUG DQDO\VLV OHDGV WR WKH FRQFOXVLRQ WKDW DSSUR[LPDWHO\ �� SHU FHQW RI WKH WRWDO

DHULDO VXUYHLOODQFH KRXUV WKDW 0)LVK KDV GHHPHG WR EH QHFHVVDU\ LQ RUGHU WR DGHTXDWHO\ SURWHFW 1HZ

=HDODQG¶V ILVKHULHV UHVRXUFHV DUH QRW EHLQJ SURYLGHG�

�� 7KH JDS LGHQWLILHG LQ 0)LVK¶V VXUYHLOODQFH UHTXLUHPHQWV LV QRW VSUHDG

XQLIRUPO\ EXW KDV WKH JUHDWHVW LPSDFW LQ WKH VKRUW ��� QP� DQG PHGLXP

��� QP� UDQJH ILVKHULHV�

7KH PDMRULW\ �DURXQG �� SHU FHQW� RI WKH FXUUHQW VXUYHLOODQFH HIIRUW FRPHV IURP WKH 51=$) 2ULRQ�

DQ DLUFUDIW WKDW LV LGHDOO\ VXLWHG WR ORQJ ���� QP� DQG H[WUHPH ����� QP� UDQJH SDWUROV EXW XQVXLWHG

WR LQVKRUH DQG VKRUW UDQJH SDWUROV� ,W LV ZRUWK QRWLQJ KRZHYHU� WKDW WKHUH LV DQ RYHUODS EHWZHHQ

PDQ\ RI WKH GHHSZDWHU ILVKHULHV DQG WKH 2ULRQV FRYHU VRPH ILVKHULHV WKDW VWUDGGOH WKH PHGLXP DQG

ORQJ UDQJH EDQGV �IRU H[DPSOH� :HVW &RDVW 6RXWK ,VODQG KRNL DQG WKH &KDWKDP 5LVH PL[HG ILVKHU\��

7KH VKRUW DQG PHGLXP UDQJH EDQGV� ZKLFK FRQWDLQ WKH PDMRULW\ RI ILVKHULHV ��� SHU FHQW RI WRWDO

FDWFK� DUH WKH SRRUHVW VHUYHG E\ RXU FXUUHQW VXUYHLOODQFH FDSDELOLW\� 7KH LQVKRUH ILVKHULHV UHFHLYH

RQO\ ��� SHU FHQW RI UHTXLUHG VXUYHLOODQFH HIIRUW DQG WKDW LV E\ FLYLO DLUFUDIW WKDW SRVVHVV� DW EHVW� RQO\

UXGLPHQWDU\ VXUYHLOODQFH V\VWHPV�

,'(17,),&$7,21 2) 237,216

�� 'R QRWKLQJ�
$OORZ WKH FXUUHQW VXUYHLOODQFH OHYHOV WR UHPDLQ DV WKH\ DUH DQG DFFHSW WKDW WKH LVVXHV UDLVHG LQ

WKLV UHYLHZ ZLOO EH XQUHVROYHG�

�� ,QFUHDVHG XVH RI WKH 2ULRQV�
7KH LVVXHV ZRXOG QRW EH UHVROYHG E\ LQFUHDVLQJ WKH 2ULRQ KRXUV GHGLFDWHG WR ILVKHU\ SDWUROV�

7KLV ZRXOG SURYLGH VRPH LQLWLDO EHQHILWV LQ RYHUODS ILVKHULHV EXW WKHUH DUH PDQ\ VKRUW UDQJH

WDVNV WR ZKLFK WKH 2ULRQ LV QHLWKHU VXLWHG DQG QRU D FRVW�HIIHFWLYH VROXWLRQ� (YHQ ZLWK

XQOLPLWHG 2ULRQ KRXUV PDMRU JDSV ZRXOG VWLOO H[LVW LQ 0)LVK¶V VXUYHLOODQFH FDSDELOLW\ LQ WKH

LQVKRUH ILVKHULHV�

�� ,QFUHDVHG XVH RI WKH FLYLO DYLDWLRQ VHFWRU�

,QFUHDVLQJ WKH XVH RI WKH FLYLO DLUFUDIW LV DOVR QRW JRLQJ WR SURYLGH D UHVROXWLRQ WR WKH LVVXHV DV

VXUYHLOODQFH LV WKHLU VHFRQGDU\ IXQFWLRQ DQG WKH\ GR QRW KDYH WKH VRSKLVWLFDWHG V\VWHPV

QHHGHG WR PHHW 0)LVK UHTXLUHPHQWV� (YHQ DVVXPLQJ WKDW VXFK D FDSDFLW\ H[LVWV� WKH XVH RI D

QRQ�GHGLFDWHG FLYLOLDQ VXUYHLOODQFH FDSDELOLW\ LV JRLQJ WR UHPDLQ D VWRS JDS VROXWLRQ�

�� &RQWUDFW D GHGLFDWHG VHUYLFH SURYLGHU�

7KLV ZDV WKH FRQFOXVLRQ RI WKH ���� 5HSRUW RI $LUERUQH )LVKHULHV 6XUYHLOODQFH DQG LV D

FRPSHOOLQJ RSWLRQ� $ GHGLFDWHG VHUYLFH SURYLGHU ZRXOG EH DEOH WR PHHW WKH ULJRURXV

UHTXLUHPHQWV ERWK LQ WHUPV RI VXUYHLOODQFH V\VWHPV DQG WKH SURYLVLRQ RI HYLGHQFH WR D
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VXIILFLHQWO\ KLJK VWDQGDUG� 7KLV RSWLRQ FDQ PHHW DOO UHTXLUHPHQWV DQG ZRXOG GR VR LQ WKH

PRVW FRVW�HIILFLHQW PDQQHU�

,I 2SWLRQ � ZDV VHOHFWHG WKHUH DUH D QXPEHU RI VXE�RSWLRQV� WKH VHUYLFH SURYLGHU PD\ EH�

D� $ FRPPHUFLDO FRQWUDFWRU� 7KLV ZRXOG SURYLGH WKH OHDVW ULVN IRU WKH 1HZ =HDODQG

JRYHUQPHQW EXW DQ\ SXUHO\ FRPPHUFLDO FRQWUDFWRU ZRXOG ZDQW WR EH WLHG LQ WR D ORQJ�

WHUP FRQWUDFW LQ RUGHU WR HQVXUH RSHUDWLRQDO SURILWDELOLW\�

E� 7KH 51=$)� 7KH 51=$) FRXOG SXUFKDVH VXLWDEOH DLUIUDPHV DQG NLW WKHP RXW ZLWK

DSSURSULDWH FLYLOLDQ DYLRQLFV� 7KLV RSWLRQ ZRXOG SURYLGH HFRQRPLHV RI VFDOH LQ

WHUPV RI RSHUDWLRQDO VXSSRUW DQG PDLQWHQDQFH�

F� $ FLYLOLDQ�51=$) MRLQW YHQWXUH� 7KLV RSWLRQ KDV WKH SRWHQWLDO WR SURYLGH WKH EHVW RI

ERWK ZRUOGV� +RZHYHU� LW PD\ UHTXLUH GLIILFXOW FRPSURPLVHV IURP ERWK SDUWLHV�

G� $ *RYHUQPHQW 'HSDUWPHQW�V� 7KLV RSWLRQ ZRXOG VHH JRYHUQPHQWDO ERGLHV PRYLQJ

EH\RQG WKHLU DUHDV RI H[SHUWLVH DQG FRXOG EH IUDXJKW ZLWK GLIILFXOW\� 7KH DGYDQWDJH

ZRXOG EH D FORVH UHODWLRQVKLS EHWZHHQ WKH FXVWRPHU DQG VHUYLFH SURYLGHU�
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'HILQLWLRQ

7UDGLWLRQDOO\ D GLVWLQFWLRQ KDV EHHQ PDGH EHWZHHQ LQVKRUH DQG GHHSZDWHU ILVKHULHV� 7KHUH LV

FRQVLGHUDEOH RYHUODS� VR XQIRUWXQDWHO\ WKHUH DUH QR HDV\ ZD\V WR GHILQH ZKLFK ILVKHULHV IDOO LQWR

ZKLFK DUHD� )RU WKH SXUSRVHV RI WKLV UHYLHZ� LQVKRUH ILVKHULHV DUH WKRVH WKDW RFFXU FORVH WR WKH EHDFK

RU ZLWKLQ WKH WHUULWRULDO VHD� 7KHVH ILVKHULHV DUH QRUPDOO\ KDUYHVWHG LQ GHSWKV RI � ± ��� PHWUHV�

,QVKRUH VSHFLHV

406� $OIRQVLQR %DUUDFRXWD %OXH FRG %OXH PRNL

%OXH QRVH %OXH ZDUHKRX (OHSKDQW ILVK )ODWILVK

*HPILVK *KRVW VKDUN *UH\ PXOOHW *XUQDUG

+DSXNX -RKQ GRU\ /LQJ 2\VWHU

3DXD 5HG FRG 5LJ 5RFN OREVWHU

6FDOORSV 6FKRRO VKDUN 6HD SHUFK 6QDSSHU

6WDUJD]HU 7DUDNLKL 7UHYDOO\ 7UXPSHWHU

1RQ 406� %XWWHUILVK &RFNOHV (HOV .DKDZDL

.LQD .LQJILVK 0XVVHOV 3DGGOH FUDEV

3LOFKDUGV 3LSLV 6DOPRQ 6KDUNV �DVVRUWHG�

6NDWHV 	 UD\V 7RKHURD 7XDWXD

)LVKLQJ PHWKRGV

7KH PDMRU LQVKRUH ILVKLQJ PHWKRGV DUH WUDZO� SDLU WUDZO� ORQJ OLQH� KDQG OLQH� MLJJLQJ� WUROOLQJ�

GUHGJLQJ� SROH�ILVKLQJ� I\NH QHWV� VHW�QHW� SRW� SXUVH VHLQH� EHDFK VHLQH� 'DQLVK VHLQH� GLYLQJ DQG

KDQG JDWKHULQJ �VKHOOILVK��

3URILOH RI LQVKRUH ILVKHUV

7KH LQVKRUH ILVKHULHV FRQWDLQ D PL[ RI ILVKHUV IURP WKH FRPPHUFLDO� UHFUHDWLRQDO� DQG FXVWRPDU\

VHFWRUV� ,W LV GLIILFXOW WR GHWHUPLQH WKH H[DFW QXPEHU RI ILVKHUV LQYROYHG LQ LQVKRUH ILVKHULHV DQG DQ\

DWWHPSW WR SXW QXPEHUV WR WKH UHFUHDWLRQDO DQG FXVWRPDU\ JURXSV ZRXOG EH VSHFXODWLRQ DW EHVW�

7KH PDMRULW\ RI FRPPHUFLDO ILVKHUV LQYROYHG LQ WKH LQVKRUH ILVKHU\ DUH VPDOO RZQHU RSHUDWRUV� 7KH\

WHQG WR RSHUDWH VPDOOHU YHVVHOV DQG XQGHUWDNH ILVKLQJ WULSV RI OLPLWHG GXUDWLRQ �QRUPDOO\ ZLWKLQ D

GD\�� 7KH\ DUH ZLGHO\ GLVWULEXWHG DPRQJ VPDOO FRDVWDO VHWWOHPHQWV DV ZHOO DV RSHUDWLQJ IURP WKH

PDMRU ILVKLQJ SRUWV�

2Q DQ LQGLYLGXDO EDVLV WKHVH VPDOOHU ILVKHUV KDYH D UHGXFHG FDSDFLW\ WR GLUHFWO\ DIIHFW WKH

VXVWDLQDELOLW\ RI WKH ILVKHU\� +RZHYHU� WKH\ RIWHQ RSHUDWH RQ WKH PDUJLQV RI SURILWDELOLW\� VR WKH

HFRQRPLF GULYHUV IRU RIIHQGLQJ FDQ EH PXFK KLJKHU WKDQ WKRVH IRU ODUJHU ILVKLQJ FRPSDQLHV�

�33(1',; ��
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1RQ�FRPPHUFLDO ILVKHUV DUH DQRWKHU PDMRU LQVKRUH ILVKHULHV JURXS� 7KH\ PD\ RSHUDWH XQGHU

FXVWRPDU\ UHJXODWLRQV� DV UHFUHDWLRQDO ILVKHUV� RU DV DQ LOOHJDO SRDFKLQJ RSHUDWLRQV� 2IWHQ SRDFKHUV

ZLOO XVH FXVWRPDU\ RU UHFUHDWLRQDO ILVKLQJ DV D FRYHU IRU LOOHJDO RSHUDWLRQV� ,Q PDQ\ ILVKHULHV WKH

QRQ�FRPPHUFLDO WDNH KDV D KXJH LPSDFW RQ WKH VXVWDLQDELOLW\ RI WKH ILVKHU\�

0DMRU LQVKRUH ILVKHULHV

$ ILVKHU\ PD\ EH GHHPHG WR EH D PDMRU ILVKHU\ IRU D QXPEHU RI UHDVRQV VXFK DV VL]H� VXVWDLQDELOLW\

FRQFHUQV� FRPPHUFLDO YDOXH� SROLWLFDO SURILOH� FXVWRPDU\ LPSRUWDQFH� LOOHJDO DFWLYLW\ HWF� 7KH

IROORZLQJ ILVKHULHV DUH FRQVLGHUHG WR EH WKH PDMRU LQVKRUH ILVKHULHV�

x 7KH URFN OREVWHU ILVKHU\ �QDWLRQDO�

x 7KH SDXD ILVKHU\ �ORZHU 1RUWK ,VODQG� 6RXWK ,VODQG DQG &KDWKDP ,VODQGV�

x 2WDJR�&DQWHUEXU\ PXOWL VSHFLHV WUDZO ILVKHU\

x 6RXWKODQG PXOWL�VSHFLHV LQVKRUH WUDZO ILVKHU\

x &KDOOHQJHU DUHD PXOWL�VSHFLHV LQVKRUH WUDZO ILVKHU\

x +DXUDNL *XOI VQDSSHU

x (DVW &RDVW 1RUWK ,VODQG VQDSSHU

x $XFNODQG�1RUWKODQG PXOWL�VSHFLHV LQVKRUH WUDZO DQG 'DQLVK VHLQH

x %D\ RI 3OHQW\ PXOWL�VSHFLHV WUDZO DQG 'DQLVK VHLQH

x %OXII R\VWHU ILVKHU\

x 1HOVRQ VFDOORS DQG R\VWHU ILVKHU\

x )UHVKZDWHU HHOV �QDWLRQDO�

x 6RXWKODQG EOXH FRG
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'HILQLWLRQ

)RU WKH SXUSRVHV RI WKLV UHYLHZ� GHHSZDWHU ILVKHULHV DUH GHHPHG WR EH WKRVH WKDW RFFXU

SUHGRPLQDQWO\ RXWVLGH WKH WHUULWRULDO VHD EXW ZLWKLQ WKH ((=� 7KHVH ILVKHULHV ZLOO JHQHUDOO\ RFFXU DW

GHSWKV RI EHWZHHQ ��� ± ���� PHWUHV �RU LQ VRPH H[WUHPH FDVHV RXW WR ���� PHWUHV��

'HHSZDWHU VSHFLHV

406� $OIRQVLQR %DUUDFRXWD %OXHQRVH &DUGLQDO ILVK

)URVW ILVK *HPILVK *KRVW VKDUN +DNH

+DSXNX 	 %DVV +RNL -DFN PDFNHUHO /LQJ

2UDQJH URXJK\ 2UHR GRULHV 5LEDOGR 5XE\ ILVK

6FDPSL 6HD SHUFK 6RXWKHUQ EOXH ZKLWLQJ

6TXLG :DUHKRX� EOXH :DUHKRX� VLOYHU :DUHKRX� ZKLWH

1RQ 406� $OEDFRUH WXQD %LJH\H WXQD %LOOILVK 6NLSMDFN WXQD

6RXWKHUQ EOXHILQ WXQD <HOORZILQ WXQD

)LVKLQJ PHWKRGV

7KH PDMRU GHHSZDWHU ILVKLQJ PHWKRGV DUH ERWWRP WUDZO� PLG�ZDWHU WUDZO� WUROOLQJ� SXUVH VHLQH� ORQJ�

OLQH� DQG MLJJLQJ�

3URILOH RI GHHSZDWHU ILVKHUV

7KH GHHSZDWHU LV PDLQO\ WKH GRPDLQ RI ODUJH IDFWRU\ YHVVHOV ZLWK ODUJH KROGV DQG WKH DELOLW\ WR VWD\

DW VHD IRU WKUHH RU IRXU PRQWKV� 7KHVH YHVVHOV IDOO LQWR WKUHH PDMRU FDWHJRULHV� IRUHLJQ IODJJHG

YHVVHOV ILVKLQJ XQGHU D IRUHLJQ OLFHQFH �LVVXHG WR D IRUHLJQ *RYHUQPHQW�� IRUHLJQ IODJJHG YHVVHOV

RSHUDWLQJ XQGHU FKDUWHU WR 1HZ =HDODQG FRPSDQLHV� DQG 1HZ =HDODQG IODJJHG �GRPHVWLF� YHVVHOV�

2YHU WKH ODVW �� \HDUV WKH QXPEHU RI IRUHLJQ OLFHQVHG YHVVHOV KDV IDOOHQ GUDPDWLFDOO\ EXW ZLWK D

FRUUHVSRQGLQJ ULVH LQ WKH QXPEHU RI IRUHLJQ FKDUWHU YHVVHOV ILVKLQJ IRU 1HZ =HDODQG FRPSDQLHV�

+RZHYHU LQ WKH ODVW IHZ \HDUV WKHUH KDV EHHQ D VWHDG\ UHSODFHPHQW RI IRUHLJQ FKDUWHU YHVVHOV E\

ODUJH KLJK�WHFK GRPHVWLF YHVVHOV� 7KH FXUUHQW GHHSZDWHU IOHHW LQFOXGHV �� IRUHLJQ OLFHQVHG YHVVHOV�

�� IRUHLJQ FKDUWHU YHVVHOV DQG �� GRPHVWLF YHVVHOV�

0DMRU GHHSZDWHU ILVKHULHV

$ ILVKHU\ PD\ EH GHHPHG WR EH D PDMRU ILVKHU\ IRU D QXPEHU RI UHDVRQV VXFK DV VL]H� VXVWDLQDELOLW\

FRQFHUQV� FRPPHUFLDO YDOXH� SROLWLFDO SURILOH� FXVWRPDU\ LPSRUWDQFH� LOOHJDO DFWLYLW\ HWF� 7KH

IROORZLQJ ILVKHULHV DUH FRQVLGHUHG WR EH WKH PDMRU GHHSZDWHU ILVKHULHV�

x :HVW &RDVW 6RXWK ,VODQG KRNL

x &RRN 6WUDLW KRNL
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x 6RXWK RI 6RXWK ,VODQG KRNL

x &KDOOHQJHU 3ODWHDX RUDQJH URXJK\

x &KDWKDP 5LVH RUDQJH URXJK\

x (DVW &RDVW 1RUWK ,VODQG RUDQJH URXJK\

x &KDWKDP 5LVH RUHR GRULHV

x (DVW &RDVW 6RXWK ,VODQG RUHR GRULHV

x 6XE�$QWDUFWLF VRXWKHUQ EOXH ZKLWLQJ

x 6RXWK ,VODQG VTXLG

x 6XE�$QWDUFWLF �6QDUHV 	 $XFNODQG ,VODQGV� VTXLG

x &KDWKDP 5LVH MDFN PDFNHUHO

x :HVW &RDVW MDFN PDFNHUHO

x 6XE�$QWDUFWLF MDFN PDFNHUHO

x :HVW &RDVW 6RXWK ,VODQG KDNH

x &KDWKDP 5LVH OLQJ

x 6RXWKODQG OLQJ

x 6XE�$QWDUFWLF OLQJ

x &KDWKDP 5LVH EDUUDFRXWD

x 3HODJLF VRXWKHUQ EOXHILQ WXQD

x 2WKHU SHODJLF WXQDV

x (DVW &RDVW 1RUWK ,VODQG VFDPSL

x &KDWKDP 5LVH VFDPSL

x 6XE�$QWDUFWLF VFDPSL

x 0HUQRR %DQN VLOYHU ZDUHKRX

7KH ORFDWLRQ RI WKHVH ILVKHULHV FDQ EH VHHQ LQ $SSHQGL[ �� 7KHVH FKDUWV VKRZ ZKHUH WKH PDMRU

ILVKLQJ DFWLYLW\ LV IRU HDFK PRQWK RI WKH \HDU DV ZHOO DV DQ RYHUDOO SLFWXUH IRU WKH HQWLUH \HDU�



��

'HILQLWLRQ

,QWHUQDWLRQDO ILVKHULHV DUH WKRVH IRXQG EH\RQG WKH 1HZ =HDODQG ((=� HLWKHU RQ WKH KLJK VHDV RU LQ

IRUHLJQ ZDWHUV� $ ODUJH SURSRUWLRQ RI 1HZ =HDODQG¶V GRPHVWLF IOHHW URXWLQHO\ RSHUDWHV RQ WKH KLJK

VHDV VXUURXQGLQJ WKH 1HZ =HDODQG ((=� DQG VRPH YHVVHOV RSHUDWH DV IDU DV WKH ,QGLDQ DQG $WODQWLF

2FHDQV� 7KH FXUUHQW JURZWK RI 1HZ =HDODQG ILVKLQJ RSHUDWLRQV EH\RQG WKH ((= LV D VLJQLILFDQW

GHYHORSPHQW SKDVH RI WKH ILVKLQJ LQGXVWU\�

6RPH RI WKHVH ILVKHULHV DUH XQUHJXODWHG� ZKLOH RWKHUV FRPH XQGHU D YDULHW\ RI UHJLRQDO RU

LQWHUQDWLRQDO DUUDQJHPHQWV� ZKLFK DUH VXEMHFW WR D UDSLGO\ GHYHORSLQJ DUHD RI LQWHUQDWLRQDO ODZ�

,QWHUQDWLRQDO VSHFLHV

$OEDFRUH WXQD $QWDUFWLF WRRWKILVK %LJH\H WXQD

+RNL .ULOO 2UDQJH URXJK\

2UHR GRULHV 3DWDJRQLDQ WRRWKILVK 6NLSMDFN WXQD

6RXWKHUQ EOXHILQ WXQD <HOORZILQ WXQD

)LVKLQJ PHWKRGV

7KH PDLQ ILVKLQJ PHWKRGV XVHG LQ LQWHUQDWLRQDO ILVKHULHV DUH ERWWRP WUDZO� PLG�ZDWHU WUDZO� WUROOLQJ�

ORQJOLQH DQG SXUVH VHLQH�

3URILOH RI LQWHUQDWLRQDO ILVKHUV

+LVWRULFDOO\ WKH GLVWDQW ZDWHU ILVKLQJ QDWLRQV �':)1V�� VXFK DV -DSDQ� .RUHD� 5XVVLD� 7DLZDQ�

&KLQD� DQG WKH 86$ KDYH URDPHG WKH KLJK VHDV DQG ILVKHG LQ IRUHLJQ ((=V� +RZHYHU RWKHU QDWLRQV�

LQFOXGLQJ 1HZ =HDODQG� DUH GHYHORSLQJ WKHLU RZQ WHFKQRORJLHV DQG H[SHUWLVH LQ WKLV ODVW IURQWLHU�

7KHUH DUH VLJQLILFDQW ILQDQFLDO UHWXUQV IRU VXFFHVVIXO RSHUDWLRQV LQ KLJK VHDV RUDQJH URXJK\ DQG

WRRWKILVK ILVKHULHV�

0DMRU LQWHUQDWLRQDO ILVKHULHV

7KH PDMRU LQWHUQDWLRQDO ILVKHULHV WKDW 1HZ =HDODQG KDV DQ LQWHUHVW LQ DUH�

x 5RVV 6HD WRRWKILVK

x 6RXWKHUQ 2FHDQ �&&$0/5 DUHD� WRRWKILVK

x 1HZ =HDODQG¶V :HVWSDF %DQN RUDQJH URXJK\

x &KDOOHQJHU 3ODWHDX�/RUG +RZH 5LVH RUDQJH URXJK\

x $XVWUDOLD¶V 6RXWK 7DVPDQ 5LVH RUDQJH URXJK\

x /RXLVYLOOH 5LGJH RUDQJH URXJK\

x ,QGLDQ 2FHDQ RUDQJH URXJK\

x 6RXWK 3DFLILF WXQD

x 7DVPDQ 6HD WXQD
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6L]H RI WKH 1= ((= � ��� ��� VT� QDXWLFDO PLOHV

/HQJWK RI 1= FRDVWOLQH �� ��� NLORPHWUHV

1XPEHU RI UHFUHDWLRQDO ILVKHUV ��� ��� �HVW�

1XPEHU RI ILVK GHDOHUV � ��� �HVW�

1XPEHU RI FRPPHUFLDO ILVK ODQGLQJ SRLQWV ��� �HVW�

1XPEHU RI ,ZL ��

1XPEHU RI XWLOLVHG ILVK VSHFLHV ���

1XPEHU RI FRPPHUFLDO ILVK VSHFLHV ���

406 ��

1RQ�406 ���

���� ����

1XPEHU RI ILVK TXRWD RZQHUV � ��� � ���

1XPEHU RI 1= FRPPHUFLDO ILVKLQJ YHVVHOV � ��� � ���

1XPEHU RI IRUHLJQ FKDUWHUHG ILVKLQJ YHVVHOV ��� ��

1XPEHU RI IRUHLJQ OLFHQVHG ILVKLQJ YHVVHOV �� ��

1XPEHU RI OLFHQVHG ILVK UHFHLYHUV ��� ���

7RQQDJH RI FRPPHUFLDO VSHFLHV

406 ��� ��� W ��� ��� W

1RQ�406 �� ��� W �� ��� W

7RWDO ��� ��� W ��� ��� W

9DOXH RI FRPPHUFLDO VSHFLHV

([SRUW � � ��� E � � ��� E

'RPHVWLF � ��� P � ��� P

7RWDO � � ��� E � � ��� E

(PSOR\PHQW

&DWFK � ��� � ���

3URFHVVLQJ � ��� � ���

7RWDO � ��� �� ���
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'HOHWHG
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)LUVW HQWHULQJ VHUYLFH ZLWK WKH 8QLWHG 6WDWHV 1DY\ LQ WKH HDUO\ ����¶V WKH /RFNKHHG 3�� 2ULRQ ZDV

GHYHORSHG IURP WKH FRPPHUFLDO DLUOLQHU WKH /���� (OHFWUD� 7KH EDVLF DLUIUDPH UHPDLQHG VLPLODU WR

WKH DLUOLQHU� WKRXJK LW ZDV VWUHQJWKHQHG DQG VRPHZKDW IXUWKHU UHILQHG� 7KH PDMRU FKDQJH FDPH

ZKHQ WKH HOHFWURQLF VXLWH ZDV LQVWDOOHG� 7KH DLUFUDIW ZDV RSWLPLVHG WR FDUU\ RXW $QWL 6XEPDULQH

:DUIDUH �$6:� DQG PDULWLPH VXUYHLOODQFH IRU WKH 86 1DY\ DQG ZDV VXLWDEO\ HTXLSSHG�

7KH XVH RI WKH 2ULRQ E\ )RUHLJQ 1DWLRQV

7KH 2ULRQ LV FXUUHQWO\ LQ VHUYLFH ZLWK D QXPEHU RI FRXQWULHV LQFOXGLQJ &DQDGD� $XVWUDOLD DQG WKH

8QLWHG 6WDWHV SHUIRUPLQJ D YDULHW\ RI UROHV� 7KH 2ULRQ DLUIUDPH KDV UHPDLQHG ODUJHO\ XQFKDQJHG

RYHU WKH QHDUO\ �� \HDUV LW KDV EHHQ LQ VHUYLFH� :KDW KDV FKDQJHG LV WKH PLVVLRQ HOHFWURQLFV FDUULHG

RQERDUG�

7KH UDQJH DQG FDSDELOLWLHV RI WKH DYLRQLFV FDUULHG RQERDUG 2ULRQV DURXQG WKH ZRUOG YDULHV JUHDWO\

IURP FRXQWU\ WR FRXQWU\ GHSHQGLQJ RQ WKH LQWHQGHG UROHV WKH\ DUH WR IXOILO DQG WKH ILQDQFLDO

FRQVWUDLQWV SODFHG RQ WKHP E\ JRYHUQPHQW H[SHQGLWXUH�

7KH FRVW RI UHSODFLQJ WKH 2ULRQ LV VHHQ E\ PDQ\ RI WKHVH FRXQWULHV DV SURKLELWLYHO\ H[SHQVLYH VR LW LV

OLNHO\ WKDW WKH 2ULRQ ZLOO UHPDLQ WKH PDLQ�VWD\ RI PDQ\ RI WKH ZRUOGV 0DULWLPH 3DWURO )RUFHV

�03)V� IRU PDQ\ \HDUV WR FRPH� $Q LQGLFDWLRQ RI WKH SRWHQWLDO FRVWV LQYROYHG LQ UHSODFLQJ WKH

2ULRQ ZLWK DQ DOO QHZ DLUFUDIW LV LOOXVWUDWHG E\ WKH 86 1DY\¶V DWWHPSW DW VXFK DQ H[HUFLVH LQ WKH PLG

����V�

$IWHU �� \HDUV RI VHUYLFH IURP WKH 2ULRQ IOHHW WKH 86 1DY\ LQLWLDWHG D VWXG\ WR ORRN DW D UHSODFHPHQW

DLUFUDIW� 7KLV UHVXOWHG LQ D SURSRVDO IURP WKH DLUFUDIW PDQXIDFWXUHUV /RFNKHHG FDOOHG WKH /5$$&$

�/RQJ�5DQJH $LU $6:�&DSDEOH $LUFUDIW� RU 3��$� 2XWZDUGO\ VLPLODU WR WKH 2ULRQ WKH 3��$ ZDV WR

IHDWXUH QHZ HQJLQHV� VWDWH�RI�WKH�DUW FRFNSLW DQG DQ DOO�QHZ VXLWH RI VRSKLVWLFDWHG DYLRQLFV�
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+RZHYHU� WKH DLUFUDIW ZDV QHYHU EXLOW DQG WKH SURJUDPPH ZDV FDQFHOOHG LQ ���� GXH WR FRVW RYHU�

UXQV� $V DQ DOWHUQDWLYH WKH 86 1DY\ VRXJKW WR KDYH WKH H[LVWLQJ 2ULRQ IOHHW XSJUDGHG ZLWK WKH

DYLRQLFV SDFNDJH LQWHQGHG IRU WKH QRZ GHIXQFW 3��$� 7KH DLUFUDIW ZDV WR EH NQRZQ DV WKH 3��&

8SGDWH ,9� +RZHYHU� WKLV WRR ZDV FDQFHOOHG IRU UHDVRQV RI HFRQRP\�

$W WKLV VWDJH WKH 8QLWHG 6WDWHV ZLOO FRQWLQXH WR XVH WKH 2ULRQ IRU WKH IRUHVHHDEOH IXWXUH� DOEHLW ZLWK

OLPLWHG V\VWHPV XSJUDGHV� 7KH ODWHVW 86 XSJUDGH SURJUDPPH LV WKH 3��& $QWL�6XUIDFH :DUIDUH

,PSURYHPHQW 3URJUDPPH �$,3�� ZKLFK LV WKH XSJUDGH RI �� DLUIUDPHV ZLWK QHZ UDGDU� HOHFWUR�

RSWLFV DQG RWKHU VHQVRUV� 7KH µQHZ¶ DLUFUDIW ZLOO EH NQRZQ DV 3��& 8SGDWH ,,,� ZLWK WKH

SURJUDPPH H[SHFWHG WR EH FRPSOHWHG E\ �����

3�� 2ULRQV LQ 1HZ =HDODQG 6HUYLFH

1HZ =HDODQG ZDV RQH RI WKH ILUVW H[SRUW FXVWRPHUV IRU WKH 2ULRQ� RUGHULQJ � 3��% YDULDQWV LQ ����

IRU GHOLYHU\ WR 1HZ =HDODQG WKH IROORZLQJ \HDU� 7KH 2ULRQV UHSODFHG WKH 6KRUW 6XQGHUODQG 05�

IO\LQJ ERDWV WKHQ LQ VHUYLFH ZLWK WKH 51=$)¶V 1R� � 6TXDGURQ� $W WKDW WLPH 1HZ =HDODQG¶V

0DULWLPH 3DWURO )RUFH �03)� ZDV EDVHG LQ 1HZ =HDODQG DQG )LML� EXW WKH LQWURGXFWLRQ RI WKH ODQG�

EDVHG 2ULRQ ZLWK LWV SKHQRPHQDO UDQJH DQG HQGXUDQFH DOORZHG WKH IRUFH WR EH FRQVROLGDWHG DW RQH

EDVH DW :KHQXDSDL LQ $XFNODQG� 7KH 2ULRQV UHPDLQ WKHUH WRGD\ DQG DUH FXUUHQWO\ WDVNHG ZLWK

FDUU\LQJ RXW VXUYHLOODQFH� UHFRQQDLVVDQFH DQG FRXQWHU VHD IXQFWLRQV RYHU 1HZ =HDODQG¶V YDVW DUHD

RI PDULWLPH LQWHUHVW�

,Q WKH HDUO\ ����V 1HZ =HDODQG¶V RULJLQDO 3��%V XQGHUZHQW DQ DYLRQLFV XSJUDGH NQRZQ DV 3URMHFW

5LJHO� 7KLV VDZ WKH DLUFUDIW XSJUDGHG ZLWK QHZ UDGDU� LQIUD UHG GHWHFWLRQ V\VWHP �,5'6� DQG

QDYLJDWLRQ V\VWHPV� 7KLV XSJUDGH ZDV DSSOLHG WR WKH ILYH RULJLQDO DLUFUDIW DQG DQ DGGLWLRQDO 3��%

ZDV ERXJKW VHFRQG KDQG IURP WKH 5R\DO $XVWUDOLDQ $LU )RUFH �5$$)� DURXQG WKH VDPH WLPH� $V D

UHVXOW RI WKLV XSJUDGH WKH DLUFUDIW ZHUH UH�GHVLJQDWHG 3��.�

2QH IXUWKHU XSJUDGH SURMHFW LV FXUUHQWO\ XQGHUZD\ RQ WKH IOHHW� 3URMHFW .HVWUHO� ZKLFK LV D OLIH

H[WHQVLRQ SURJUDPPH EHLQJ FDUULHG RXW RQ WKH DLUIUDPH ZKLFK ZLOO H[WHQG WKH 2ULRQV¶ VHUYLFH OLIH

IRU DQRWKHU �� \HDUV�

1HZ =HDODQG 3��.V UDQJH RYHU ���� QP DQG FDQ UHPDLQ RQ VWDWLRQ IRU XS WR HLJKW KRXUV DW ��� QP

IURP EDVH� 7KH DLUFUDIW¶V KLJK WUDQVLW VSHHG DQG ZLGH VSHHG HQYHORSH PDNH LW D YHU\ IOH[LEOH

SODWIRUP IRU FRQGXFWLQJ PDULWLPH VXUYHLOODQFH�

)LVKHULHV 3DWUROV

:KHQ D SRVVLEOH GDWH IRU D SDWURO LV DGYLVHG E\ $LU &RPPDQG LQ :KHQXDSDL WKH )LVKHULHV

&RPPXQLFDWLRQ &HQWUH �)&&� WKHQ GHFLGHV ZKHUH WKH\ ZRXOG OLNH WKH SDWURO WR JR� DQG ZKDW WKH\

ZDQW WR FRYHU� $IWHU DGYLVLQJ $LU &RPPDQG RI WKH GHVLUHG SDWURO DUHD D IOLJKW SODQ LV JHQHUDWHG WR

FRYHU WKH DUHD� 'XH WR WKH 2ULRQ¶V ORQJ UDQJH LW LV TXLWH FRPPRQ WR FRYHU D QXPEHU RI DUHDV RI

LQWHUHVW LQ RQH IOLJKW�

7KH SURILOH RI D W\SLFDO SDWURO E\ DQ 2ULRQ EHJLQV ZLWK WKH DLUFUDIW FOLPELQJ WR DQ DOWLWXGH RI

EHWZHHQ ���� WR ����� IHHW DW WKH VWDUW RI WKH SDWURO WUDFN� $W WKLV DOWLWXGH WKH DLUFUDIW¶V UDGDU KDV

JUHDWHU FRYHUDJH DQG ZLOO SLFN XS YHVVHOV DW PXFK JUHDWHU UDQJH� 2QFH UDGDU FRQWDFWV KDYH EHHQ

HVWDEOLVKHG� WKH DLUFUDIW ZLOO WKHQ GHVFHQG WR ORZ DOWLWXGH WR LGHQWLI\ DQG SKRWRJUDSK WKH FRQWDFWV�

7KH 2ULRQ XVXDOO\ IOLHV EHORZ ���� IHHW LQ RUGHU WR FDUU\ RXW WKLV WDVN� 'HSHQGLQJ RQ KRZ PDQ\

FRQWDFWV DUH LQ WKH DUHD WKH 2ULRQ PD\ VWD\ DW ORZ DOWLWXGH RU UHWXUQ WR D KLJKHU DOWLWXGH WR XVH WKH

UDGDU� 7KH DLUFUDIW ZLOO LQYHVWLJDWH DQ\ FRQWDFWV ZLWKLQ �� QP RI WKH SDWURO WUDFN WKHUHIRUH JLYLQJ D

��� QP VZHHS RI DQ DUHD�



��

3ULRU WR HDFK SDWURO WKH )&& ZLOO XSGDWH WKH FUHZ RQ WKH ODWHVW YHVVHO SRVLWLRQV� ZKDW YHVVHOV DUH

SHUPLWWHG WR ILVK 1HZ =HDODQG ZDWHUV DQG DQ\ RWKHU LQIRUPDWLRQ WKDW PD\ EH RI XVH ZKLOH RQ SDWURO�

:KHQ WKH DLUFUDIW LV RQ WDVN )&& KDV WKH FDSDELOLW\ WR FRQWDFW WKH DLUFUDIW YLD $LU &RPPDQG ZKR

XVH D WHOHSKRQH SDWFK WR FRQWDFW WKH DLUFUDIW HLWKHU RQ 9+) RU +) FRPPXQLFDWLRQ FKDQQHOV� 7KLV

FRPPXQLFDWLRQ OLQN DOVR RSHUDWHV LQ UHYHUVH LI WKH DLUFUDIW QHHGV WR FRQWDFW )&&� ZKLFK RIWHQ

RFFXUV� (DFK SDWURO DOVR FDUULHV D ILVKHULHV µ7DF3DF¶ RQERDUG� FRQWDLQLQJ ILVKHULHV OHJLVODWLRQ DQG

LQIRUPDWLRQ UHOHYDQW WR WKH SDWURO�

$W WKH HQG RI HDFK SDWURO D UHSRUW RI DOO WKH YHVVHO FRQWDFWV LV IRUZDUGHG WR WKH )&&� WRJHWKHU ZLWK

SKRWRJUDSKV RI HDFK RI WKH YHVVHOV�
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7KH ([FOXVLYH (FRQRPLF =RQH RI 1HZ =HDODQG KDV� IRU WKH SXUSRVHV RI PDQDJLQJ ILVKHULHV XQGHU

WKH 4XRWD 0DQDJHPHQW 6\VWHP� EHHQ GLYLGHG XS LQWR WHQ DUHDV NQRZQ DV )LVKHULHV 0DQDJHPHQW

$UHDV �)0$�� 7KH ERXQGDULHV RI WKHVH DUHDV DUH LOOXVWUDWHG LQ )LJXUH ���

)LJXUH ��

5HFHQW DQDO\VLV RI WKH SDWUROV FRQGXFWHG E\ WKH 51=$) RYHU WKH SDVW �� \HDUV� DQG WKH DUHDV WKHVH

SDWUROV FRYHUHG� KLJKOLJKWHG VRPH FKDQJHV WKDW KDYH RFFXUUHG GXULQJ WKLV WLPH�

%HWZHHQ ���� DQG ���� WKH )�� )ULHQGVKLS IOHHW FRQWULEXWHG DERXW RQH�WKLUG RI WKH WRWDO QXPEHU RI

ILVKHULHV SDWUROV FDUULHG RXW E\ WKH 51=$)� 'XH WR WKLV DLUFUDIW¶V VKRUW�UDQJH� WKH SDWUROV ZHUH

RIWHQ WDUJHWHG LQ DUHDV FORVH WR WKH IOHHWV EDVH DW :LJUDP LQ &DQWHUEXU\� 7KLV PHDQW WKH &RDVWDO

UHJLRQV DURXQG WKH 6RXWK ,VODQG EHQHILWHG IURP IDLUO\ UHJXODU VXUYHLOODQFH FRYHUDJH� 7KLV VLWXDWLRQ
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LV UHIOHFWHG LQ WKH GLVWULEXWLRQ RI SDWUROV DPRQJVW WKH GLIIHUHQW )0$V ZLWK DUHDV �� � DQG � UHFHLYLQJ

D ODUJHU SURSRUWLRQ RI WKH HIIRUW �)LJXUH ����

'LVWULEXWLRQ RI 51=$) 3DWUROV ���� � ����

)0$ �

��
)0$ �

��

)0$ �

���

)0$ �

��

)0$ �

���

)0$ �

���

)0$ �

���

)0$ �

��

)0$ �

��

)LJXUH ��

7KH UHWLUHPHQW RI WKH )�� IOHHW UHVXOWHG LQ UHPRYLQJ WKLV HIIRUW IURP WKRVH DUHDV� 7KH DOORFDWLRQ RI

3�� 2ULRQ SDWURO HIIRUW EHWZHHQ DOO WKH )0$V KDV UHPDLQHG UHODWLYHO\ XQLIRUP IRU WKH SDVW �� \HDUV

DQG WKLV LV LOOXVWUDWHG LQ )LJXUH ���

'LVWULEXWLRQ RI 3�� 2ULRQ 3DWUROV ���� � ����

)0$ �

��
)0$ �

���

)0$ �

��

)0$ �

���

)0$ �

���

)0$ �

���

)0$ �

���

)0$ �

��

)0$ �

��

)LJXUH ��

7KH 6RXWK ,VODQG )0$V VWLOO UHFHLYH D KLJK SURSRUWLRQ RI WKH HIIRUW EXW WKH UHGXFWLRQ LQ WKH WRWDO

QXPEHU RI SDWUROV FDUULHG RXW VLQFH ���� KDV UHVXOWHG LQ WKRVH )0$V UHFHLYLQJ D VPDOOHU SURSRUWLRQ

RI WKH HIIRUW WKDQ ZDV WKH FDVH OHDGLQJ XS WR WKH HQG RI ����� ,W VKRXOG EH UHPHPEHUHG WKDW WKH

SURSRUWLRQV LOOXVWUDWHG DERYH IRU WKH 2ULRQ SDWUROV DUH IURP D PXFK VPDOOHU WRWDO QXPEHU �D PHDQ RI

�� SDWUROV SHU \HDU��
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2I DOO WKH PDQDJHPHQW DUHDV )0$ � KDV VHHQ WKH ODUJHVW UHGXFWLRQ LQ VXUYHLOODQFH FRYHUDJH RYHU WKH

SDVW GHFDGH�

1XPEHU RI 3DWUROV LQ )0$ � �����������
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$8675$/,$

7KH $XVWUDOLDQ )LVKHULHV ZDWHUV FRYHU DQ DUHD RI RYHU ���� PLOOLRQ VTXDUH PLOHV FRQVLGHUDEO\ ODUJHU

WKDQ 1HZ =HDODQG¶V PDULWLPH MXULVGLFWLRQ� :LWK UHVSHFW WR ILVKHULHV SURWHFWLRQ DQG PDQDJHPHQW� WKH

$XVWUDOLDQ )LVKHULHV 0DQDJHPHQW $XWKRULW\ �$)0$� WRJHWKHU ZLWK WKH YDULRXV VWDWH ILVKHULHV

DJHQFLHV UHTXLUH D FHUWDLQ OHYHO RI PDULWLPH VXUYHLOODQFH WR EH FDUULHG RXW HDFK \HDU�

,Q WHUPV RI DHULDO VXUYHLOODQFH $)0$ UHOLHV RQ RWKHU DJHQFLHV WR UHVRXUFH WKLV WDVN� $ ODUJH

SURSRUWLRQ RI WKH DHULDO VXUYHLOODQFH HIIRUW LV FDUULHG RXW E\ SULYDWH FRQWUDFWRUV� ZKLFK DUH PDQDJHG

E\ &RDVWZDWFK� D EUDQFK RI WKH $XVWUDOLDQ &XVWRPV 6HUYLFH�

&RDVWZDWFK

&RDVWZDWFK ZDV HVWDEOLVKHG ZLWK WKH DLP RI µFHQWUDOLVLQJ¶ WKH VXUYHLOODQFH SURJUDP DQG DFWV DV D

VHUYLFH SURYLGHU WR YDULRXV *RYHUQPHQW DJHQFLHV WKDW KDYH D QHHG IRU HLWKHU VXUIDFH RU DHULDO

VXUYHLOODQFH� 'XH WR WKH UHTXLUHPHQWV RI WKH YDULRXV DJHQFLHV &RDVWZDWFK SDWUROV DUH RIWHQ µPXOWL�

WDVNHG¶ WR LPSURYH FRVW�HIIHFWLYHQHVV DQG WKH HIILFLHQF\ RI VXFK SDWUROV�

7KH PDLQ FRQWUDFWRU WR &RDVWZDWFK LV 1DWLRQDO -HW 6\VWHPV RI $GHODLGH� ZKLFK ZDV DZDUGHG D QLQH�

\HDU FRQWUDFW LQ ����� 7KH FRQWUDFW LV NQRZQ DV D µWXUQ NH\¶ RSHUDWLRQ ZLWK WKH FRQWUDFWRU

VXSSO\LQJ DLUFUDIW� DLUFUHZ� DGPLQLVWUDWLRQ DQG HQJLQHHULQJ VXSSRUW� &RDVWZDWFK FRQWUROV WKH

RSHUDWLRQDO DVSHFWV RI VXUYHLOODQFH E\ PDQDJLQJ DQG FR�RUGLQDWLQJ DFWLYLWLHV IRU WKH FOLHQW DJHQFLHV�

2QH RWKHU FRPSDQ\ LV FRQWUDFWHG WR &RDVWZDWFK WR SURYLGH D KHOLFRSWHU VHUYLFH IRU &XVWRPV LQ WKH

7RUUHV 6WUDLW DUHD�

6XUYHLOODQFH $LUFUDIW

&RDVWZDWFK KDYH GLYLGHG $XVWUDOLD¶V DHULDO VXUYHLOODQFH QHHGV LQWR WKUHH GLVWLQFW DUHDV IRU ZKLFK

1DWLRQDO -HW V\VWHPV SURYLGH VXLWDEOH DLUFUDIW ZLWK WKH DSSURSULDWH HOHFWURQLFV ILW�

�� )RU GD\WLPH YLVXDO VXUYHLOODQFH RI OLPLWHG GXUDWLRQ WKHUH DUH VL[ %1�% ,VODQGHUV DQG RQH $HUR

&RPPDQGHU $&��� 6KULNH� 7KHVH DLUFUDIW IO\ VKRUW PLVVLRQV DORQJ FRDVWDO VWULSV ZLWK RQH SLORW

DQG WZR REVHUYHUV DQG D EDVLF VXUYHLOODQFH ILW RI FDPHUDV DQG J\UR�VWDELOLVHG ELQRFXODUV�

�� 7KH RIIVKRUH HOHFWURQLF VXUYHLOODQFH RXW WR ��� QP RII WKH FRDVW LV FDUULHG RXW E\ WKUHH '+&

'DVK � VHULHV ��� DLUFUDIW� 7KHVH DLUFUDIW DUH ILWWHG ZLWK WKH 7H[DV ,QVWUXPHQWV 69 ���� GLJLWDO

VXUYHLOODQFH UDGDU� ,5'6 DQG D KLJK GHILQLWLRQ YLGHR FDPHUD PRXQWHG LQ D WXUUHW� 7KLV DLUFUDIW

FDUULHV WZR SLORWV DQG WZR REVHUYHUV�

�� )RU WKH FRPELQHG HOHFWURQLF DQG YLVXDO VXUYHLOODQFH XVH LV PDGH RI WKUHH 5HLPV &HVVQD &DUDYDQ

,, )����� 7KH DYLRQLFV VXLWH IRU WKHVH DLUFUDIW LV VLPLODU WR WKH 'DVK � ZLWK WKH VDPH UDGDU SOXV

QLJKW YLVLRQ HTXLSPHQW� :LWK RQH SLORW DQG WZR REVHUYHUV WKHVH DLUFUDIW SDWURO WKH FRDVWDO DUHDV

DQG DSSURDFKHV IURP 3HUWK QRUWK DURXQG WR 6\GQH\ �L�H� WKH QRUWKHUQ KDOI RI $XVWUDOLD��

�33(1',; ��
��28175<
(32576
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'DVK � 6HULHV ���

5HLPV &HVVQD &DUDYDQ ,, )����
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)LVKHULHV 3URWHFWLRQ SDWUROV PD\ EH FDUULHG RXW E\ DQ\ RQH RI WKHVH DLUFUDIW GHSHQGLQJ RQ

DYDLODELOLW\ DQG WKH W\SH RI PLVVLRQ UHTXLUHG E\ WKH DJHQF\ UHTXHVWLQJ WKH IOLJKW�

&RDVWZDWFK %DVHV

$W SUHVHQW� WKH DLUFUDIW DUH EDVHG LQ IRXU ORFDWLRQV DURXQG WKH QRUWKHUQ KDOI RI $XVWUDOLD DV LOOXVWUDWHG

EHORZ� 7KLV UHIOHFWV WR VRPH H[WHQW WKH FRQFHUQ &RDVWZDWFK KDV ZLWK LOOHJDO LPPLJUDQWV HQWHULQJ

$XVWUDOLD� 7KLV� LQ IDFW� LV ZKHUH D ORW RI $XVWUDOLD¶V DHULDO VXUYHLOODQFH UHVRXUFHV DUH IRFXVHG DW

SUHVHQW GXH WR DQ LQFUHDVH LQ WKLV DFWLYLW\�

7KH &RDVWZDWFK IL[HG ZLQJ DLUFUDIW FRQGXFWHG DSSUR[LPDWHO\ ������ KRXUV RI YLVXDO DQG HOHFWURQLF

VXUYHLOODQFH LQ WKH ��������� \HDU RQ EHKDOI RI DOO WKHLU FOLHQWV� 7KLV LV H[SHFWHG WR LQFUHDVH LQ WKH

FXUUHQW \HDU ZLWK WKH DFTXLVLWLRQ RI WZR PRUH 'DVK � DLUFUDIW WR EH EDVHG DW 'DUZLQ DQG &DLUQV�

7KXUVGD\ ,V
�[ %1�%

�[ 'DVK �

�[ )����

�[ %1�%

�[ 'DVK �

�[ )����

�[ %1�%

�[ 'DVK �

�[ )����

�[ %1�%

�[ 6KULNH
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5R\DO $XVWUDOLDQ $LU )RUFH

7R VXSSOHPHQW WKLV HIIRUW WKH 5R\DO $XVWUDOLDQ $LU )RUFH �5$$)� SURYLGH ��� KRXUV DQQXDOO\ IRU

ILVKHU\ SURWHFWLRQ WDVNV� ZKLFK LQ WKH PDLQ DUH IORZQ E\ 2ULRQ DLUFUDIW FRYHULQJ WKH PRUH UHPRWH

DUHDV RI WKH $XVWUDOLDQ )LVKLQJ =RQH� SDUWLFXODUO\ WKH VRXWKHUQ UHDFKHV�

/RFNKHHG 3�� 2ULRQ � 5$$)
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&$1$'$

7KH PDMRULW\ RI ILVKLQJ RSHUDWLRQV WKDW RFFXU LQ &DQDGLDQ ZDWHUV DUH ORFDWHG RQ WKH $WODQWLF &RDVW

RI WKH FRXQWU\� 7KLV DUHD LQFOXGHV WKH PDMRU ILVKLQJ EDQNV VXFK DV WKH *UDQG %DQN RII WKH FRDVW RI

1HZIRXQGODQG� )RU WKLV UHDVRQ� PXFK RI WKH DHULDO VXUYHLOODQFH HIIRUW E\ &DQDGLDQ DXWKRULWLHV LV

IRFXVHG RQ WKH ������� VTXDUH PLOH RI RFHDQ RQ WKH $WODQWLF &RDVW WKDW FRPHV XQGHU &DQDGLDQ

MXULVGLFWLRQ� 7KLV DUHD LV HTXDWHV WR MXVW RYHU RQH�WKLUG RI WKH VL]H RI WKH 1HZ =HDODQG ((=�

7KH 'HSDUWPHQW RI )LVKHULHV DQG 2FHDQV �')2� LV WKH JRYHUQPHQW DJHQF\ UHVSRQVLEOH IRU WKH

PDQDJHPHQW RI ILVKHULHV DQG KHQFH WKH VXUYHLOODQFH RI WKH ((=� 7KH WDVN RI FRQGXFWLQJ DHULDO

VXUYHLOODQFH RI WKH &DQDGLDQ ((= KDV EHHQ FRQWUDFWHG RXW E\ WKH ')2 WR D SULYDWH FRPSDQ\

3URYLQFLDO $LUOLQHV /WG�

$HULDO 6XUYHLOODQFH &RQWUDFWRU

3URYLQFLDO $LUOLQHV /WG DUH UHTXLUHG WR SURYLGH ')2 ZLWK WKH H[FOXVLYH XVH RI WKUHH IXOO\ FRQILJXUHG

DLUFUDIW IRU D XS WR ���� KRXUV DQQXDOO\� 7ZR RI WKH DLUFUDIW DUH EDVHG DW 6W -RKQV� 1HZIRXQGODQG�

RQH RSHUDWLQJ LQ D EDFN�XS UROH ZKLOVW WKH UHPDLQLQJ DLUFUDIW LV EDVHG LQ +DOLID[� 1RYD 6FRWLD�

7KHVH DLUFUDIW DUH DYDLODEOH �� KRXUV D GD\� VHYHQ GD\V D ZHHN DQG WKH ')2 LV RQO\ UHTXLUHG WR

SURYLGH WKH FRQWUDFWRU ZLWK WZR KRXUV FDOO�XS QRWLFH WR XVH DQ DLUFUDIW� 7KH H[FHSWLRQ WR WKLV LV LI

WKH DLUFUDIW LV XQGHUJRLQJ VFKHGXOHG PDLQWHQDQFH�
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$HULDO 6XUYHLOODQFH $LUFUDIW

,Q RUGHU WR IXOILO VXFK VWULQJHQW UHTXLUHPHQWV 3URYLQFLDO $LUOLQHV /WG XVH WKUHH %HHFK .LQJ $LU

%���V VSHFLDOO\ HTXLSSHG IRU ((= VXUYHLOODQFH PLVVLRQV�

%HHFK .LQJ $LU %���

7KH FHQWUHSLHFH RI WKH VXUYHLOODQFH VXLWH LV WKH /LWWRQ $36�����9�� UDGDU V\VWHP PDQXIDFWXUHG LQ

&DQDGD E\ /LWWRQ 6\VWHPV� 7KLV UDGDU XQLW LV XVHG E\ D QXPEHU RI RWKHU QDWLRQV LQ WKH VDPH UROH�

$Q H[DPSOH LV WKH 5HSXEOLF RI ,UHODQG¶V 0DULWLPH 6TXDGURQ� ZKLFK KDV WKH UDGDU ILWWHG WR LWV WZR

&$6$ &1���� ��� 0 DLUFUDIW DV GHVFULEHG HOVHZKHUH LQ WKLV SDSHU� 7KH UDGDU LV YHQWUDOO\ PRXQWHG

EHQHDWK WKH IXVHODJH MXVW DIW RI WKH ZLQJ� 7KH SRVLWLRQLQJ RI WKH UDGDU LQ WKLV ORFDWLRQ DOORZV IRU LW

WR VFDQ WKURXJK ����GHJUHHV XS WR D UDQJH RI ��� QP GHSHQGHQW RQ WKH DOWLWXGH RI WKH DLUFUDIW�

2WKHU V\VWHPV FDUULHG RQERDUG HDFK DLUFUDIW LQFOXGH DQ ,QIUD�5HG 'HWHFWLRQ 6\VWHP� D ��PP DQG D

EDFN�XS ��PP FDPHUD V\VWHP IRU EODFN DQG ZKLWH SKRWRJUDSK\ DQG D GLJLWDO FDPHUD� 7KH ')2

UHTXLUHPHQW IRU WKH GLJLWDO FDPHUD HTXLSPHQW LV WKDW WKH FRQWUDFWRU PXVW UHYLHZ WKLV WHFKQRORJ\ RQ D

\HDUO\ EDVLV LQ RUGHU WR HTXLS WKH DLUFUDIW ZLWK WKH PRVW XS WR GDWH V\VWHP� 7KLV UHIOHFWV WKH UDSLG

WHFKQRORJLFDO DGYDQFHV RFFXUULQJ LQ WKLV ILHOG� 7KH PDLQ SXUSRVH RI WKH GLJLWDO LPDJHU\ LV WR

SURYLGH WKH FUHZ DQG WKH VKRUH EDVH ZLWK UHDO WLPH LPDJHV RI WKH YHVVHOV WR DVVLVW LQ LGHQWLILFDWLRQ�

7\LQJ WRJHWKHU DOO WKH LQIRUPDWLRQ JDWKHUHG IURP WKH VHQVRUV LV D NH\ IXQFWLRQ RI DQ\ PDULWLPH

VXUYHLOODQFH VXLWH� 7R XQGHUWDNH WKLV IXQFWLRQ� 3URYLQFLDO $LUOLQHV GHYHORSHG WKH $LUERUQH 'DWD

$FTXLVLWLRQ 	 0DQDJHPHQW �$�'�$�0�� V\VWHP� 7KLV LV D UHDO�WLPH� PDULWLPH VXUYHLOODQFH V\VWHP

XVHG ERWK RQERDUG DLUFUDIW DQG LQ QHWZRUNHG VKRUH�EDVH DSSOLFDWLRQV� 2ULJLQDOO\ GHYHORSHG LQ ����

WKH $'$0 V\VWHP SURYLGHV GDWD FROOHFWLRQ IURP RQERDUG VHQVRUV� V\VWHPV LQWHJUDWLRQ� WDFWLFDO

QDYLJDWLRQ� DQG LQ�IOLJKW UHSRUWLQJ IXQFWLRQV� 7KLV WHFKQRORJ\ KDV EHHQ H[SRUWHG WR RWKHU FRXQWULHV

VXFK DV WKH 8QLWHG 6WDWHV�
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1RZ LQ WR LWV VHFRQG ILYH�\HDU FRQWUDFW WKH DUUDQJHPHQW EHWZHHQ 3URYLQFLDO $LUOLQHV DQG WKH ')2 LV

SURYLQJ KLJKO\ VXFFHVVIXO�

7KH &DQDGLDQ $UPHG )RUFHV

7KH &DQDGLDQ $UPHG )RUFHV LV DOVR XVHG IRU ILVKHU\ SURWHFWLRQ WDVNV RQ D VPDOOHU VFDOH� ,Q WHUPV RI

DHULDO VXUYHLOODQFH XVH LV VRPHWLPHV PDGH RI WKH /RFNKHHG &3����$ $UFWXUXV DQG WKH &3����

$XURUD RI ZKLFK WKHUH DUH WKUHH DQG HLJKWHHQ LQ VHUYLFH UHVSHFWLYHO\� 7KH $UFWXUXV DQG $XURUD DUH

HVVHQWLDOO\ 3�� 2ULRQV EXW ZLWK GLIIHUHQW DYLRQLFV VXLWHV� 7KH $UFWXUXV LV D VWULSSHG GRZQ YHUVLRQ

XWLOLVHG IRU FUHZ WUDLQLQJ DQG ILVKHULHV SDWUROV ZKLOVW WKH $XURUD LV ILWWHG ZLWK WKH DYLRQLFV RI WKH 6��

9LNLQJ DQG LV D GHGLFDWHG $6: SODWIRUP� 7KHVH DLUFUDIW DUH WDVNHG ZLWK FDUU\LQJ RXW WKH ORQJHU�

UDQJH SDWUROV RQ DOO WKUHH FRDVWV HVSHFLDOO\ WKH 3DFLILF &RDVW DQG WR WKH QRUWK� ,Q WRWDO WKH

$XURUD�$UFWXUXV IOHHW SURYLGH WKH ')2 ZLWK DQ DGGLWLRQDO ���� KRXUV RI DHULDO VXUYHLOODQFH

DQQXDOO\�

&3���� $XURUD RQ 3DWURO
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5(38%/,& 2) ,5(/$1'

6LQFH ���� WKH 0DULWLPH 6TXDGURQ RI WKH ,ULVK $LU &RUSV KDV EHHQ UHVSRQVLEOH IRU SURYLGLQJ ILVKHU\

SURWHFWLRQ VXUYHLOODQFH RYHU WKH ,ULVK ((=� 7KH ,ULVK ((= HQFRPSDVVHV DQ DUHD RI ������� VTXDUH

PLOHV RI RFHDQ� ZLWKLQ ZKLFK WKHUH DUH RIWHQ XS WR ��� YHVVHOV RSHUDWLQJ DW DQ\ RQH WLPH�

:KLOH ILVKHU\ SURWHFWLRQ LV WKH PDLQ WDVN RI WKH 0DULWLPH 6TXDGURQ WKH\ DUH DOVR FDOOHG XSRQ WR

SHUIRUP RWKHU IXQFWLRQV ZLWKLQ WKH ((= ZKLFK DUH RIWHQ DFFRPSOLVKHG LQ WDQGHP ZLWK WKH ILVKHU\

SDWUROV� 7KHVH RWKHU WDVNV LQFOXGH SUHYHQWLQJ LOOHJDO GUXJV DQG DUPV LPSRUWDWLRQ� SROOXWLRQ DQG

HQYLURQPHQWDO PRQLWRULQJ DQG DVVLVWDQFH LQ 6HDUFK DQG 5HVFXH RSHUDWLRQV�

$HULDO 6XUYHLOODQFH $LUFUDIW

7KH 0DULWLPH 6TXDGURQ FXUUHQWO\ RSHUDWHV WZR &$6$ &1���� ��� 0 GHGLFDWHG PDULWLPH SDWURO

DLUFUDIW� ZKLFK ZHUH GHOLYHUHG IURP ����� :KHQ LW ZDV RUGHUHG WR UHSODFH WKH $LU &RUSV IOHHW RI

%HHFK .LQJ $LU ���V� WKH VHOHFWLRQ SURFHVV IRU WKLV DLUFUDIW WRRN DOPRVW WKUHH \HDUV� DQG FRQVLGHUHG

RWKHU DLUFUDIW VXFK DV WKH 'RUQLHU ���� )RNNHU )�� DQG )��� DQG 'DVVDXOW )DOFRQ�

&$6$ &1���� ��� 0

$YLRQLFV 6XLWH

,Q WHUPV RI WKH ((= SDWUROV FDUULHG RXW E\ WKH 6TXDGURQ� WKH &$6$ &1���� DFWV DV DQ DLUERUQH

SODWIRUP IRU WKH VHDUFK UDGDU� ZKLFK LV WKH SULPDU\ VHQVRU RQERDUG WKH DLUFUDIW� 7KH LPSRUWDQFH RI

WKH UDGDU LV LOOXVWUDWHG E\ WKH IDFW WKDW WKH XQLW VHOHFWHG UHSUHVHQWV �� SHU FHQW RI WKH SXUFKDVH FRVW RI

HDFK DLUFUDIW�

7KH UDGDU FKRVHQ E\ WKH $LU &RUSV ZDV WKH &DQDGLDQ�EXLOW /LWWRQ $36���� �9� � VHDUFK UDGDU WKDW LV

PRXQWHG LQ D YHQWUDO SRVLWLRQ XQGHU WKH DLUFUDIW ZKLFK SURYLGHV IRU D ��� GHJUHH VZHHS� 7KH

IROORZLQJ WDEOH SURYLGHV DQ LQGLFDWLRQ RI WKH XVHIXO UDQJH RI WKH UDGDU ZKHQ DWWHPSWLQJ WR GHWHFW D

VPDOO VXUIDFH YHVVHO�
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$LUFUDIW $OWLWXGH �IW� 5DGDU 5DQJH �QP�

������ ���

����� ��

��� ��

,Q WHUPV RI RWKHU DYLRQLFV ILWWHG WR WKH &1����� WKH VHFRQGDU\ VHQVRU LV WKH )RUZDUG /RRNLQJ ,QIUD

5HG �)/,5� FDPHUD PRXQWHG EHQHDWK WKH QRVH� ZKLFK SURYHV XVHIXO ZKHQ LGHQWLI\LQJ YHVVHOV LQ

FRQGLWLRQV RI UHGXFHG YLVLELOLW\ RU ZKHQ XQGHUWDNLQJ 6$5 WDVNV� 7KH DLUFUDIW DOVR KDV +) DQG 9+)

FRPPXQLFDWLRQV� D +) GDWDOLQN DOORZLQJ WKH FUHZ WR WUDQVPLW YHVVHO VLJKWLQJV EDFN WR EDVH DW

DQ\WLPH GXULQJ D SDWURO� $W SUHVHQW D VDWHOOLWH FRPPXQLFDWLRQV IDFLOLW\ LV EHLQJ LQYHVWLJDWHG�

7KH ,ULVK $LU &RUSV� WRJHWKHU ZLWK WKH ,ULVK 1DYDO 6HUYLFH RSHUDWH D GDWDEDVH NQRZQ DV WKH )LVKHU\

3URWHFWLRQ ,QIRUPDWLRQ 6\VWHP �)3,6� ZKLFK OLVWV DQG GHVFULEHV DOO (8 ILVKLQJ YHVVHOV� 7KLV V\VWHP

FDQ EH DFFHVVHG IURP WKH 3& RQERDUG WKH DLUFUDIW GXULQJ D SDWURO DQG DQ\ LQIRUPDWLRQ IURP WKH

IOLJKW LV LPPHGLDWHO\ HQWHUHG LQWR WKH GDWDEDVH�

)XWXUH SODQV IRU WKH ,ULVK $LU &RUSV 0DULWLPH 6TXDGURQ LQFOXGHV D SRVVLEOH XSJUDGH RI WKH DLUFUDIW¶V

SROOXWLRQ PRQLWRULQJ FDSDELOLW\� $W SUHVHQW� WKH DYLRQLFV ILW LV OLPLWHG LQ WKLV UROH� +RZHYHU�

RSWLRQV VXFK DV WKH ILWPHQW RI 6LGH /RRNLQJ $LUERUQH 5DGDU �6/$5� DQG D PLFURZDYH UDGLRPHWHU

DQG RWKHU SROOXWLRQ GHWHFWLQJ GHYLFHV DUH SRVVLELOLWLHV�

)LVKHULHV 3URWHFWLRQ 0LVVLRQ 3URILOHV

7KH PDMRULW\ RI PDULWLPH SDWUROV WDNH SODFH RQ ,UHODQG¶V 6RXWKHUQ DQG :HVWHUQ 6HDERDUGV ZKLFK

PHDQV WKH DLUFUDIW LV LQ WUDQVLW IRU DERXW DQ KRXU DW KLJK OHYHO� DIWHU GHSDUWLQJ LWV EDVH DW %DOGRQQHO�

EHIRUH LW UHDFKHV LWV GHVLJQDWHG SDWURO DUHD�

7KLV WUDQVLW WLPH DOORZV WKH UDGDU WR VZHHS DQ DUHD RI ���QP LQ UDGLXV WKXV SURGXFLQJ D WDFWLFDO

SLFWXUH RI WKH GLVSRVLWLRQ RI VXUIDFH YHVVHOV ZLWKLQ WKH SDWURO DUHD� ZKLFK DOORZV WKH FUHZ WR

IRUPXODWH D SODQ IRU WKH SDWURO LQ WHUPV RI LGHQWLI\LQJ WDUJHWV DW ORZ�OHYHO� 7KH LQVSHFWLRQ SDVVHV DUH
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QRUPDOO\ FDUULHG RXW DW ��� IHHW ZLWK WKH DLUFUDIW FOLPELQJ WR D KLJKHU DOWLWXGH EHWZHHQ WDUJHWV WR

LQFUHDVH WKH UDQJH RI WKH UDGDU�

7KH GXUDWLRQ RI D W\SLFDO SDWURO LV XS WR HLJKW KRXUV� ZKLFK LQFOXGHV WKH WLPH VSHQW WUDQVLWLQJ WR DQG

IURP WKH SDWURO DUHD� 7R IXUWKHU HQKDQFH WKH HIIHFWLYHQHVV RI WKH SDWUROV� WKH 0DULWLPH 6TXDGURQ

ZLOO RIWHQ DWWHPSW WR FR�RUGLQDWH WKH DLUFUDIW¶V DFWLYLWLHV ZLWK WKH DFWLYLWLHV RI WKH YHVVHOV RI WKH ,ULVK

1DYDO 6HUYLFH� 7KLV DOORZV IRU D PRUH LQWHJUDWHG DSSURDFK EHWZHHQ DHULDO DQG VXUIDFH VXUYHLOODQFH

RI WKH ((= WKXV SURYLGLQJ D FDSDELOLW\ WR ERWK GHWHFW DQG DSSUHKHQG LOOHJDO YHVVHOV�

2WKHU PLVVLRQ SURILOHV FDUULHG RXW E\ WKH VTXDGURQ LQFOXGH KLJK OHYHO SDWUROV ZKHUH WKH DLUFUDIW

FUXLVH DW ������ IHHW RYHU WKH HQWLUH ,ULVK ((= IRU ILYH KRXUV ZLWK QR YLVXDO LQVSHFWLRQV FDUULHG RXW�

7KLV UHVXOWV LQ D WDFWLFDO PDS RI WKH ((= VKRZLQJ WKH WRWDO QXPEHU RI YHVVHO RSHUDWLQJ LQ WKH ((=

ZKLFK LV RI VWUDWHJLF LPSRUWDQFH WR ,ULVK ILVKHULHV PDQDJHPHQW LQ WKH DEVHQFH RI D 906�

2Q EHKDOI RI WKH ,QODQG )LVKHULHV %RDUG� WKH 6TXDGURQ DOVR IOLHV LQVKRUH SDWUROV� 7KH DLUFUDIW IOLHV

DORQJ WKH FRDVWOLQH DQG LQWR ED\V� LQOHWV DQG HVWXDULHV UHO\LQJ PDLQO\ RQ YLVXDO PHDQV WR GHWHFW

LOOHJDO DFWLYLWLHV� /LWWOH XVH LV PDGH RI WKH UDGDU RQ WKHVH IOLJKWV� ZLWK WKH ILVKHULHV RIILFHU EHLQJ WKH

PDLQ GULYLQJ IRUFH IRU KRZ WKH SDWURO LV FRQGXFWHG�



��

,1',$

7KH ,QGLDQ ((= HQFRPSDVVHV DQ DUHD RI RFHDQ RI DSSUR[LPDWHO\ ������� VTXDUH PLOHV RII WKH

ZHVWHUQ DQG HDVWHUQ FRDVW� DV ZHOO DV WKH LVODQG WHUULWRULHV RI /DNVKDGZHHS LQ WKH $UDELDQ 6HD DQG

WKH $QGDPDQ DQG 1LFREDU ,VODQGV LQ WKH %D\ RI %HQJDO� ,Q RUGHU WR PDQDJH WKLV YDVW DUHD WKH

,QGLDQ *RYHUQPHQW HVWDEOLVKHG DQ LQGHSHQGHQW &RDVW *XDUG RUJDQLVDWLRQ ZKLFK ZDV IRUPDOO\

WDVNHG ZLWK WKH VXUYHLOODQFH RI WKH ((= DQG WKH PDLQWHQDQFH RI ODZ DQG RUGHU LQ WKH DUHD�

7KH WDVN IDFLQJ WKH ,QGLDQ &RDVW *XDUG LV KXJH ZLWK FRQVWDQW LQFXUVLRQV E\ IRUHLJQ WUDZOHUV

RSHUDWLQJ LOOHJDOO\ LQ ,QGLDQ ZDWHUV� 2YHU WKH SDVW WHQ \HDUV DQ DYHUDJH RI DERXW �� WUDZOHUV ZHUH

DSSUHKHQGHG HDFK \HDU� $GGHG WR WKLV LV WKH GLIILFXOW\ RI GHDOLQJ ZLWK WKH ODUJH�VFDOH QDUFRWLFV DQG

DUPV VPXJJOLQJ ZLWKLQ WKH DUHD�

7KH &RDVW *XDUG )OHHW

$W SUHVHQW� WKH &RDVW *XDUG KDV D IRUFH RI �� DLUFUDIW �IL[HG�ZLQJ DQG URWRU�� �� VKLSV DQG ��

LQWHUFHSWRU ERDWV� 2I LWV �� DLUFUDIW� �� DUH 'RUQLHU ������� WDVNHG VSHFLILFDOO\ ZLWK DHULDO

VXUYHLOODQFH RI WKH ((=� 7KH UHPDLQLQJ DLUFUDIW DUH D PL[HG IOHHW RI KHOLFRSWHUV� ZKLFK DUH

HPEDUNHG XSRQ WKH &RDVW *XDUGV 2IIVKRUH 3DWURO 9HVVHOV �239�� 2YHU WKH QH[W ILYH \HDUV LW LV

HQYLVDJHG WKDW DQRWKHU �� 'RUQLHU ���V ZLOO EH DFTXLUHG WR EROVWHU WKH FXUUHQW IOHHW�

$HULDO 6XUYHLOODQFH

7KH �� 'RUQLHU ���V DUH GLYLGHG DPRQJ WKUHH VTXDGURQV EDVHG RQ ERWK FRDVWV DW 'DPDQ� &DOFXWWD

DQG &KHQQDL� 2Q D GD\ WR GD\ EDVLV WKH &RDVW *XDUG KDV DERXW �� DLUFUDIW DYDLODEOH WR FDUU\ RXW

VXUYHLOODQFH RSHUDWLRQV� $V WKH DLUFUDIW KDV DQ RSHUDWLRQDO VSHHG RI DERXW ��� NQRWV DQG D UDQJH RI

��� QP VXFK DQ DYDLODELOLW\ RI UHVRXUFHV DOORZV IRU D ODUJH SURSRUWLRQ RI WKH ((= WR EH FRYHUHG�

+RZHYHU� LQ YLHZ RI WKH &RDVW *XDUGV RSHUDWLRQDO QHHGV WKH FXUUHQW VLWXDWLRQ LV VHHQ DV LQDGHTXDWH�

KHQFH WKH SURSRVHG SXUFKDVH RI D IXUWKHU �� DLUIUDPHV�
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'RUQLHU �������

7KH 'RUQLHU ���V DUH OLFHQVHG�EXLOW LQ ,QGLD E\ +LQGXVWDQ $HURQDXWLFV /WG ZLWK WKH SULPDU\ VHQVRU

ILWWHG EHLQJ WKH 7KRUQ (0, 0DUHF�6XSHU 0DUHF VHDUFK UDGDU� 7KLV UDGDU LV ILWWHG LQ D YHQWUDO

UDGRPH EHQHDWK WKH DLUFUDIW LQ RUGHU WR SURYLGH D ����GHJUHH VZHHS� 7KH DLUFUDIW DUH DOVR ILWWHG ZLWK

YDULRXV FDPHUDV DQG D VHDUFK OLJKW IRU QLJKW LGHQWLILFDWLRQ� 2WKHU LWHPV LQFOXGH D ,5�89 OLQH

VFDQQHU IRU SROOXWLRQ GHWHFWLRQ DQG D VLGH�PRXQWHG ORXGKDLOHU� ,Q JHQHUDO� WKH DYLRQLFV ILW RI WKH

&RDVW *XDUG DLUFUDIW LV QRW DV FRPSUHKHQVLYH DV WKH H[DPSOHV XVHG LQ RWKHU FRXQWULHV�

7KH RQO\ PDMRU GUDZEDFN RI WKH 'RUQLHU DLUFUDIW� DV SHUFHLYHG E\ WKH ,QGLDQ &RDVW *XDUG GXH WR WKH

HQYLURQPHQW LW RSHUDWHV LQ� LV WKDW WKH\ DUH XQDEOH WR HQIRUFH WKH ODZ ZKHQ UHTXLUHG WR� ,Q DQ HIIRUW

WR DGGUHVV WKLV� GHOLYHULHV RI QHZ 'RUQLHUV ZLOO LQFOXGH XQGHU ZLQJ KDUG SRLQWV WR DOORZ IRU WKH

FDUULDJH RI PXOWL�EDUUHOOHG PDFKLQH JXQV DQG $QWL�6KLS PLVVLOHV�

,QGLDQ QDY\

,Q VXSSRUW RI WKH &RDVW *XDUG WKH ,QGLDQ 1DY\ SRVVHVV D QXPEHU RI DLUFUDIW IRU PDULWLPH

VXUYHLOODQFH� 7KH 1DY\ KDV � 7XSROHY 7X���� 0� � ,O\XVKLQ ,O��� DQG D VPDOO QXPEHU RI 'RUQLHU

���V DQG 3%1 0DULWLPH 'HIHQGHUV� 7KHVH DLUFUDIW DUH QRW RSWLPLVHG IRU ((= VXUYHLOODQFH EXW

FRXOG FDUU\ RXW WKH WDVN LI UHTXLUHG� +RZHYHU� WKLV UROH LV QRW D SULRULW\ IRU WKH 1DY\ DQG WKHLU

DYDLODELOLW\ LV YHU\ OLPLWHG�

7XSROHY 7X���� 0 RI WKH ,QGLDQ 1DY\



��

'HOHWHG

$33(1',; � ± 6800$5< 2) ���� ),*85(6
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7DEOH 'HOHWHG

&DOFXODWLRQ RI ,QVKRUH 6XUYHLOODQFH +RXUV

7KH GDWD XVHG LQ WKH SUHFHGLQJ WDEOH LQGLFDWHV WKH QXPEHU RI SDWURO KRXUV UHTXLUHG IRU HDFK SULRULW\

LQVKRUH ILVKHU\�

,W LV LPSRUWDQW WR QRWH WKDW WKH WRWDO KRXUV JLYHQ LQ WKH WDEOH GRHV QRW IXOO\ UHIOHFW WKH VHDVRQDO

YDULDELOLW\ RI WKH ILVKHULHV LQYROYHG� QRU GRHV LW DFFRXQW IRU WKH DELOLW\ RI D VLQJOH SDWURO WR FRYHU D

QXPEHU RI ILVKHULHV�

7KH DXWKRUV KDYH HVWLPDWHG WKDW WKH PXOWL�WDVNLQJ RI SDWUROV ZLOO KDYH WKH HIIHFW RI UHGXFLQJ WKLV

VXP E\ D IDFWRU RI WKUHH� FUHDWLQJ D QHZ WRWDO RI ��� UHTXLUHG KRXUV�

$33(1',; �� ± &$/&8/$7,21 2) ,16+25(+2856
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,1752'8&7,21

7KH UHYLHZ SURSRVHV D FRQWUDFWHG VHUYLFH SURYLGHU DV DQ DWWUDFWLYH RSWLRQ DQG JLYHQ WKDW WKLV RSWLRQ

PD\ QHHG WR EH H[SORUHG LQ IXUWKHU GHWDLO WKH IROORZLQJ FRPPHQWV DUH RIIHUHG DV D JXLGHOLQH WR ZKDW

WKDW FRQWUDFWHG VXUYHLOODQFH FDSDELOLW\ FRXOG ORRN OLNH� 7KLV DSSURDFK LV VLPLODU WR WKDW RI WKH ����

UHSRUW LQ ZKLFK WKH\ JR DV IDU DV SURYLGLQJ D IXOO VHW RI VWDQGDUGV DQG SHUIRUPDQFH UHTXLUHPHQWV IRU

D FRQWUDFWHG VHUYLFH SURYLGHU �LQ WKHLU $QQH[ (�� 7KH FXUUHQW DXWKRUV KDYH ERUURZHG OLEHUDOO\ IURP

WKH HDUOLHU UHSRUW DQG XSGDWHG VHFWLRQV WR UHIOHFW GHYHORSPHQWV LQ WHFKQRORJ\� 7KH\ DOVR KDYH QR

SUHWHQVLRQV DERXW EHLQJ DHULDO DYLRQLFV H[SHUWV DQG SURYLGH WKHVH FRPPHQWV DV VXJJHVWLRQV RQO\ DQG

D VWDUWLQJ SRLQW IRU IXUWKHU FRQVLGHUDWLRQ�

$V QRWHG LQ WKH VHFWLRQ RQ VXUYHLOODQFH V\VWHPV �SDJHV ������ WKH SK\VLFDO UHTXLUHPHQWV RU

UHVWULFWLRQV SODFHG RQ DQ DLUFUDIW PD\ EH H[WHQVLYHO\ PRGLILHG GHSHQGLQJ RQ WKH DYLRQLFV FDUULHG�

7KH WUDGLWLRQDO YLHZ WKDW LQ RUGHU WR REWDLQ JRRG LGHQWLILFDWLRQ RI VXUIDFH WDUJHWV DQ DLUFUDIW QHHGV WR

EH DEOH WR IO\ ³ORZ DQG VORZ´ KDV EHHQ UHQGHUHG REVROHWH E\ KLJK SRZHUHG VXUYHLOODQFH V\VWHPV WKDW

DOORZ WDUJHWV WR EH LGHQWLILHG ZKLOH VWDQGLQJ RII DW ORQJ UDQJH� $V SUHYLRXVO\ VWDWHG WKH DLUIUDPH KDV

VLPSO\ EHFRPH D PHDQV RI FRQYH\DQFH IRU WKH HOHFWURQLF V\VWHPV RQERDUG�

$,5&5$)7

$LUIUDPH

7KH DLUFUDIW WR EH XVHG LQ WKH FRQGXFW RI DHULDO VXUYHLOODQFH RSHUDWLRQV ZLOO QHHG WR EH D PXOWL�

HQJLQH DLUFUDIW DSSURYHG E\ &LYLO $YLDWLRQ $XWKRULW\ �&$$� IRU IXOO LQVWUXPHQW IOLJKW UXOHV� $

PXOWL�HQJLQH DLUFUDIW LV UHTXLUHG IRU VDIHW\ UHDVRQV ZKHQ RSHUDWLQJ IRU H[WHQGHG SHULRGV RXW DW VHD�

*LYHQ WKH UHTXLUHPHQWV HVWDEOLVKHG LQ WKH UHSRUW WKH DLUFUDIW LV OLNHO\ WR EH D WZLQ�HQJLQH WXUER SURS�

$LUFUDIW XVHG LQ DHULDO VXUYHLOODQFH RSHUDWLRQV VKDOO EH FDSDEOH RI XVLQJ ZLWKRXW UHVWULFWLRQ DOO WKH

,QVWUXPHQW )OLJKW 5XOHV �,)5� FDSDEOH DLUILHOGV LQ 1HZ =HDODQG�

*HQHUDO 2SHUDWLRQV

$W DOO WLPHV DHULDO VXUYHLOODQFH RSHUDWLRQV PXVW EH FDUULHG RXW LQ DFFRUGDQFH ZLWK &$$

UHTXLUHPHQWV DQG GLUHFWLYHV�

7KH DLUFUDIW LV WR FDUU\ HPHUJHQF\ HTXLSPHQW WR PHHW WKH UHTXLUHPHQWV RI &$$ IRU RYHU�ZDWHU

RSHUDWLRQV� 7KLV LV WR LQFOXGH RQH OLIH MDFNHW IRU HDFK VHDWLQJ SRVLWLRQ RQ ERDUG DQG VXIILFLHQW OLIH

UDIWV WR SURYLGH D SODFH IRU HDFK FUHZPHPEHU� 7KH OLIH UDIWV VKDOO FRQIRUP WR &$$ 5HJXODWLRQV�

7KH DLUFUDIW LV WR KDYH LQVWDOOHG DQ DLU�FRQGLWLRQLQJ V\VWHP WR PDLQWDLQ WKH FDELQ WR D PD[LPXP

WHPSHUDWXUH RI ��
& DQG �� SHUFHQW KXPLGLW\ RQ D ��
& ± �� SHU FHQW KXPLGLW\ GD\ ZLWK DOO

HTXLSPHQW RSHUDWLQJ DQG VL[ ��� SHRSOH DERDUG ZLWK WKH DLUFUDIW HLWKHU DLUERUQH RU RQ WKH JURXQG�

7KH V\VWHP VKRXOG DOVR EH DEOH WR FRRO DQ DLUFUDIW WKDW KDV EHHQ VWDQGLQJ LQ GLUHFW VXQOLJKW� RQ WKH

JURXQG� ZLWKLQ �� PLQXWHV RI LQLWLDWLQJ WKH DLU�FRQGLWLRQLQJ V\VWHP�

7KH DLUFUDIW ZLOO UHTXLUH DQ HOHFWULFDO VXSSO\ FDSDEOH RI VLPXOWDQHRXV RSHUDWLRQ RI DOO QRUPDO DQG

VSHFLDOLVHG HTXLSPHQW RQ RQH HQJLQH DQG EH FDSDEOH RI H[WHQGHG JURXQG RSHUDWLRQ IRU SHULRGV RI XS

$33(1',; �� ± 23(5$7,21$/&$3$%,/,7,(6
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WR WZR KRXUV� (DFK LQGLYLGXDO HOHFWULFDO V\VWHP PXVW SHUIRUP LWV LQWHQGHG IXQFWLRQ ZKHQ RSHUDWHG

LQGLYLGXDOO\ RU LQ FRPELQDWLRQ ZLWK DQ\ RWKHU HOHFWULFDO V\VWHP RQ WKH DLUFUDIW�

7KH DLUFUDIW ZLOO QHHG WR EH HTXLSSHG ZLWK WRLOHW IDFLOLWLHV IRU XVH E\ WKH DLUFUHZ LQ�IOLJKW�

&UHZ�SDVVHQJHU FDSDFLW\

7KH DLUFUDIW ZLOO UHTXLUH WZR DSSURSULDWHO\ TXDOLILHG SLORWV DQG WZR TXDOLILHG UDGDU

RSHUDWRUV�REVHUYHUV� 7KH DLUFUDIW ZLOO DOVR QHHG WR EH FDSDEOH RI FDUU\LQJ DGGLWLRQDO 0)LVK

SHUVRQQHO� LQ SDUWLFXODU )LVKHU\ 2IILFHUV� LQ VLWXDWLRQV ZKHUH VSHFLDOLVW NQRZOHGJH RU VNLOOV DUH

UHTXLUHG�

&DUU\LQJ FDSDFLW\

7KH DLUFUDIW VKRXOG KDYH WKH DELOLW\ WR FDUU\ DW OHDVW VL[ SHRSOH� LQFOXGLQJ WKH SLORWV� ,W VKDOO DOVR

KDYH DQ HQFORVHG OXJJDJH ORFNHU ZLWK PLQLPXP GLPHQVLRQV RI � PHWUH [ � PHWUH [ � PHWUH DQG WKH

FDSDFLW\ WR FDUU\ XS WR ��� NLORJUDPV�

5DQJH� HQGXUDQFH

:LWK D IXOO FRPSOHPHQW RI $LUFUHZ DQG WZR SDVVHQJHUV� WKH DLUFUDIW VKRXOG EH FDSDEOH RI EHLQJ XVHG

WR FRQGXFW D VHDUFK RI D ������ VTXDUH QDXWLFDO PLOH DUHD �� QP IURP D VXLWDEOH DLUILHOG�

$LU VSHHG�$OWLWXGH ± WUDQVLW� LQIULQJHPHQW

$HULDO VXUYHLOODQFH RSHUDWLRQV VKRXOG EH IORZQ DW QRW OHVV WKDQ ��� .QRWV LQGLFDWHG DLU VSHHG �,$6�

DW ����� IHHW DERYH PHDQ VHD OHYHO RQ DQ ,6$ � ��
 �,QWHUQDWLRQDO 6WDQGDUG $WPRVSKHUH SOXV ��

GHJUHHV &HOVLXV� GD\ H[FHSW ZKHQ LGHQWLI\LQJ VLJKWLQJV ZKHUHXSRQ WKH VSHHG VKRXOG EH YDULHG DV

UHTXLUHG� 1RUPDO RSHUDWLQJ DOWLWXGHV ZLOO EH EHWZHHQ ��� DQG ������ IHHW DERYH PHDQ VHD OHYHO

WKRXJK GXULQJ WUDQVLWV� RU ZKHQ LGHQWLI\LQJ VLJKWLQJV WKH VSHHG DQG DOWLWXGH PD\ EH YDULHG LQ

DFFRUGDQFH ZLWK &$$ LQVWUXFWLRQV�

7KH WUDQVLW VSHHG RI WKH DLUFUDIW VKRXOG EH QRW OHVV WKDQ ��� NQRWV LQGLFDWHG DLU VSHHG DW ������ IHHW

,6$ � ��
 �,QWHUQDWLRQDO 6WDQGDUG $WPRVSKHUH SOXV ILIWHHQ GHJUHHV &HOVLXV� GD\ DERYH PHDQ VHD

OHYHO� ,W LV H[SHFWHG WKDW DLUFUDIW ZLOO GHVFHQG WR ��� IHHW DERYH JURXQG RU VHD OHYHO ZKHQ

LGHQWLI\LQJ VLJKWLQJV GXULQJ WKH GD\ DQG ��� IHHW DERYH VHD OHYHO ZKHQ LGHQWLI\LQJ VLJKWLQJV DW

QLJKW�

$YDLODELOLW\

$LUFUDIW� SLORWV DQG REVHUYHUV ZLOO QHHG WR EH DYDLODEOH IRU SURJUDPPHG DHULDO VXUYHLOODQFH

RSHUDWLRQV ZLWKLQ �� KRXUV RI EHLQJ QRWLILHG� HLWKHU RUDOO\ RU LQ ZULWLQJ� E\ DQ $XWKRULVHG 2IILFHU

H[FHSW ZKHQ WKH DLUFUDIW LV XQGHUJRLQJ VFKHGXOHG RU XQVFKHGXOHG PDLQWHQDQFH� 6FKHGXOHG

PDLQWHQDQFH VKRXOG QRW DPRXQW WR PRUH WKDQ WKUHH GD\V SHU RQH ��� IO\LQJ KRXUV SHU DLUFUDIW DQG

XQVFKHGXOHG PDLQWHQDQFH UHVXOWLQJ LQ WKH LQDELOLW\ RI WKH 6HUYLFH SURYLGHU WR PHHW WKH UHTXLUHG

UHVSRQVH WLPH VKRXOG QRW DPRXQW WR PRUH WKDQ WKUHH GD\V SHU PRQWK�

$LUFUHZ VKRXOG EH DYDLODEOH IRU EULHILQJ IRU UHVSRQVH DHULDO VXUYHLOODQFH ZLWKLQ WZR KRXUV RI EHLQJ

QRWLILHG� DQG WKH VDLG VXUYHLOODQFH PD\ EH UHTXHVWHG EHWZHHQ WKH KRXUV RI ���� DQG ���� ORFDO WLPH

H[FHSW ZKHQ WKH DLUFUDIW LV XQGHUJRLQJ VFKHGXOHG PDLQWHQDQFH� IO\LQJ RU SUHSDULQJ WR IO\ RQ

SURJUDPPHG DHULDO VXUYHLOODQFH�

7KH VHUYLFH SURYLGHU VKRXOG QRWLI\ 0)LVK EHIRUH FDUU\LQJ RXW DQ\ UHSODFHPHQW RU PDMRU RYHUKDXO RI

WKH HTXLSPHQW VSHFLILHG LQ D VFKHGXOH LQ RUGHU WKDW FRQVLGHUDWLRQ PD\ EH JLYHQ WR XSJUDGLQJ WKH

W\SH RI HTXLSPHQW LW LV SURSRVHG WR UHSODFH RU RYHUKDXO�
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6WDQG�RII DELOLW\

7KH DLUFUDIW ZLOO UHTXLUH WKH DELOLW\ WR VWDQG RII WDUJHWV DQG REVHUYH WKHP ZLWKRXW EHLQJ REVHUYHG� ,Q

WKH PDLQ WKLV ZLOO EH D IDFWRU RI WKH VXUYHLOODQFH V\VWHPV SODFHG RQ ERDUG WKH DLUFUDIW DQG DV VXFK LV

GHDOW ZLWK XQGHU WKH DYLRQLFV VHFWLRQ� +RZHYHU� WKH LPSRUWDQFH RI WKH DLUFUDIW¶V DELOLW\ WR UHPDLQ LQ

FRYHUW FRQWDFW ZLWK WDUJHWV EHDUV VHSDUDWH PHQWLRQ� $V QRWHG LQ WKH 5HTXLUHPHQWV VHFWLRQ RI WKH

5HYLHZ �RQ SDJH ��� WKH DLUFUDIW PD\ EH WDVNHG ZLWK LQWHOOLJHQFH JDWKHULQJ DV ZHOO DV PRUH RYHUW

SDWUROOLQJ� 7KH FROOHFWLRQ RI HYLGHQFH ZLOO DOVR EH EHWWHU IDFLOLWDWHG E\ DQ DELOLW\ WR VWDQG RII DQG

REVHUYH ZLWKRXW DOHUWLQJ WKH RIIHQGHUV WR WKH DLUFUDIW¶V SUHVHQFH� 7KLV DELOLW\ VKRXOG EH VHHQ DV DQ

RYHUDUFKLQJ FRQVLGHUDWLRQ LQ WKH VHOHFWLRQ RI ERWK DQ DLUIUDPH DQG VXUYHLOODQFH V\VWHPV�

/LYHU\

)RU UHFRJQLWLRQ DQG GHWHUUHQFH SXUSRVHV LW ZRXOG EH DGYDQWDJHRXV WR KDYH WKH SDWURO DLUFUDIW ILWWHG

RXW LQ GLVWLQFWLYH OLYHU\ �DV DOUHDG\ RFFXUV ZLWK $LU )RUFH SDWUROV�� ,I D VHSDUDWH VHUYLFH SURYLGHU LV

XVHG LW ZRXOG EH SUHIHUDEOH LI WKH DLUFUDIW ZDV GLVWLQFWLYHO\ PDUNHG VR WKDW LWV IXQFWLRQ ZDV

LPPHGLDWHO\ REYLRXV� /HDYLQJ DVLGH WKH TXHVWLRQ RI DQ\ SRVVLEOH PXOWL�DJHQF\ IXQFWLRQ� WKH

JUHDWHVW EHQHILW WR 0)LVK ZRXOG FRPH IURP WKH DLUFUDIW FDUU\LQJ 0)LVK OLYHU\� 7KH $LUERUQH

)LVKHULHV 6XUYHLOODQFH 5HYLHZ LQ 'HFHPEHU ���� PDGH WKH IROORZLQJ UHFRPPHQGDWLRQV LQ UHODWLRQ

WR SRVVLEOH 0)LVK OLYHU\�

$LUFUDIW XVHG LQ DHULDO VXUYHLOODQFH RSHUDWLRQV VKDOO EH SDLQWHG 0)LVK WHDO �306 ����� ([FHSW IRU

WKRVH DUHDV UHTXLUHG WR EH SDLQWHG UHG�EODFN IRU VDIHW\ SXUSRVHV �H�J� WKH QRVH RI WKH DLUFUDIW LQ IURQW

RI WKH FRFNSLW�� DUHDV ZKHUH GLVFRORXUDWLRQ PD\ EH FDXVHG E\ H[KDXVW IXPHV� RLO DQG IXHO VWDLQV RU

ZKHUH DHURG\QDPLF GDPDJH PD\ EH VXIIHUHG� 7KH DLUFUDIW VKDOO DOVR EH PDUNHG ZLWK�

D� 7KUHH ZKLWH EDQGV �ILYH FHQWLPHWUHV ZLGH IURP QRVH WR WDLO� RQ ERWK VLGHV RI WKH IXVHODJH�

E� 7KH ZRUGV ³)LVKHULHV 3DWURO´ ��� FHQWLPHWUHV KLJK� LQ EODFN EORFN OHWWHUV RQ HLWKHU VLGH RI

WKH IXVHODJH DGMDFHQW WR WKH IXVHODJH VWULSH�

F� 7KH ZRUGV ³)LVKHULHV 3DWURO´ ��� FHQWLPHWUHV KLJK� LQ EODFN EORFN OHWWHUV RQ D ZKLWH

EDFNJURXQG RU ZKLWH EORFN OHWWHUV RQ WKH XQGHUVLGH RI WKH ULJKW ZLQJ� DQG

G� $ 0)LVK ORJR ��� FHQWLPHWUHV KLJK� RQ HLWKHU VLGH RI WKH QRVH RI WKH DLUFUDIW�

1%� 7KLV VXJJHVWHG OLYHU\ KDV EHHQ XSGDWHG WR UHIOHFW WKH FKDQJH IURP 0$) )LVKHULHV WR 0)LVK LQ

WKH LQWHUYHQLQJ \HDUV� ,W LV DOVR SXW IRUZDUG DV D XVHIXO VWDUWLQJ SRLQW VKRXOG WKH LVVXH RI 0)LVK

OLYHU\ EHFRPH UHOHYDQW DQG LW LV HQYLVDJHG WKDW LW ZLOO UHTXLUH YDULDWLRQ GHSHQGLQJ RQ WKH W\SH RI

DLUFUDIW VHOHFWHG WR PHHW 0)LVK� DQG SRWHQWLDOO\ RWKHU� UHTXLUHPHQWV�

$9,21,&6

5DGDU

7KH DLUFUDIW VKRXOG KDYH VXUIDFH VXUYHLOODQFH UDGDU� ZKLFK ZLOO KDYH WKH IROORZLQJ FDSDELOLWLHV�

�� EH FDSDEOH RI GHWHFWLQJ VPDOO WDUJHWV VXFK DV ILVKLQJ EXR\V LQ KLJK VHD VWDWHV DQG EH DEOH WR

DFFXUDWHO\ KRPH LQ RQ YHVVHOV RSHUDWLQJ LQ DGYHUVH ZHDWKHU DQG ORZ YLVLELOLW\�

�� WKH UDGDU VKRXOG KDYH D UDQJH RI XS WR ��� QP DW DSSURSULDWH DOWLWXGHV�



��

�� EH LQWHJUDWHG DQG DEOH WR LQWHUIDFH GLUHFWO\ ZLWK RWKHU HTXLSPHQW VXFK DV )RUZDUG /RRNLQJ

,QIUD�5HG DQG WKH 7DFWLFDO 1DYLJDWLRQ 6\VWHP LQ ERWK D]LPXWK DQG HOHYDWLRQ�

�� EH FDSDEOH RI WUDQVPLWWLQJ LQIRUPDWLRQ WR WKH GDWD PDQDJHPHQW V\VWHP ZKLFK VKRXOG

LQFOXGH DOO WKH GDWD QHFHVVDU\ IRU PLVVLRQ PDQDJHPHQW� LQIULQJHPHQW GRFXPHQWDWLRQ DQG

UHSRUW SUHSDUDWLRQ�

�� EH FDSDEOH RI GHWHFWLQJ DQG WUDFNLQJ PXOWLSOH WDUJHWV VLPXOWDQHRXVO\ �VRPH &RPPHUFLDO

2II 7KH 6KHOI �&276� V\VWHPV KDYH WKH DELOLW\ WR WUDFN XS WR ��� WDUJHWV�� 7KH UDGDU

VKRXOG EH DEOH WR SURYLGH WKH RSHUDWRU ZLWK WKH VSHHG� EHDULQJ DQG WUDFN RI HDFK WDUJHW�

�� LW VKRXOG EH SRVVLEOH IRU WKH UDGDU GLVSOD\ WR EH UHFRUGHG LQ DQ DSSURSULDWH PHGLXP WR DOORZ

IRU KLVWRULFDO GDWD WR EH DQDO\VHG DW DQ\WLPH GXULQJ RU DIWHU D SDWURO RU IRU XVH DV HYLGHQFH

LQ FRXUW�

�� KDYH WKH DELOLW\ WR UHGXFH FOXWWHU LQ RUGHU WR GLVSOD\ H[WUHPHO\ VPDOO WDUJHWV GHWHFWHG LQ EDG

ZHDWKHU FRQGLWLRQV ZKLFK ZRXOG QRUPDOO\ EH KLGGHQ LQ EDFNJURXQG QRLVH� DQG

�� DQ DQWHQQD V\VWHP ZLWK DW OHDVW ��� GHJUHHV IRUZDUG ORRNLQJ VHFWRU IRU D QRVH�PRXQWHG

XQLW� EXW LGHDOO\ D YHQWUDOO\ PRXQWHG XQLW SURYLGLQJ IRU ��� GHJUHH VFDQQLQJ�

�� D ZHDWKHU DYRLGDQFH PRGH RU VHSDUDWH ZHDWKHU DYRLGDQFH UDGDU�

��� D *36 QDYLJDWLRQDO V\VWHP IRU XSGDWLQJ WDFWLFDO DQG QDYLJDWLRQDO LQIRUPDWLRQ�

��� DQ DSSURSULDWH GLVSOD\ IRU WKH DLU FUHZ WKDW FRXOG DOORZ IRU WKH IROORZLQJ�

x 0XOWLSOH VHFWRU � IXOO VFDQ FRQWURO

x ([SDQG DQG )UHH]H

x &ODVVLILFDWLRQ WRROV� LQFOXGLQJ WDUJHW IHDWXUH PHDVXUHPHQW �VXFK DV RYHUDOO

OHQJWK RI PDVWV� VXSHUVWUXFWXUH�

x :HDWKHU UDGDU YLGHR RXWSXW WR FRFNSLW

x 6XSSRUW IRU ZLGHO\ XVHG YLGHR VWDQGDUGV

6RPH FRQVLGHUDWLRQ FRXOG DOVR EH JLYHQ WR DFTXLULQJ 6\QWKHWLF $SHUWXUH 5DGDU �6$5� DQG ,QYHUVH

6\QWKHWLF $SHUWXUH 5DGDU �,6$5� FDSDELOLWLHV� 6XFK V\VWHPV SURGXFH DQ LPDJH RI D VFHQH VLPLODU LQ

VRPH UHVSHFWV WR DQ RSWLFDO SKRWRJUDSK� ,6$5 DOORZV IRU ERWK WKH WDUJHW DQG WKH SODWIRUP WR EH LQ

PRWLRQ ZKLFK LV LGHDO IRU ILVKHULHV SURWHFWLRQ ZRUN�

1DYLJDWLRQ

)OLJKWV VKRXOG EH FRQGXFWHG LQ DFFRUGDQFH ZLWK LQVWUXPHQW IOLJKW UXOHV SURFHGXUHV� SURYLGHG WKDW

GXULQJ GD\OLJKW VXUYHLOODQFH RSHUDWLRQV YLVXDO IOLJKW UXOHV SURFHGXUHV PD\ EH XVHG�

7KH DLUFUDIW VKRXOG FDUU\ DW OHDVW WZR LQGHSHQGHQW DQG UHOLDEOH *36 1DYLJDWLRQDO VHQVRUV DQG DQ

,QHUWLDO 7DFWLFDO 1DYLJDWLRQ 6\VWHP ZLWK D QDYLJDWLRQ GDWDEDVH� DQG WKH &RQWURO 'LVSOD\ 8QLW

�&'8� DFFHVVLEOH WR ERWK FRFNSLW SRVLWLRQV� 7KHVH V\VWHPV PXVW SURYLGH D GDWD LQWHUIDFH IRU RWKHU

HTXLSPHQW VXFK DV WKH 5DGDU� ,QIUD 5HG 6\VWHP� FDPHUDV� DQG DQ\ GDWD PDQDJHPHQW V\VWHP�

7KH DLUFUDIW VKRXOG DOVR KDYH DQ DXWRSLORW ZLWK FRXSOLQJ WR WKH 7DFWLFDO 1DYLJDWLRQ 6\VWHP� ,W FRXOG

DOVR EH HTXLSSHG ZLWK DQ LQVWUXPHQW IOLJKW UXOHV ORZ OHYHO UDGDU�UDGLR DOWLPHWHU DSSURYHG E\ &$$�

7KH DLUFUDIW ZLOO DOVR EH HTXLSSHG ZLWK D ZRUNEHQFK VXLWDEOH IRU QDYLJDWLRQ�SORWWLQJ DQG D GLVSOD\

VKRZLQJ DLUFUDIW QDYLJDWLRQDO LQIRUPDWLRQ ILWWHG DW DQ REVHUYDWLRQ VWDWLRQ�



��

$ 'LIIHUHQWLDO *36 FDSDELOLW\ VKRXOG DOVR EH FRQVLGHUHG IRU WKH DLUFUDIW�

,Q JHQHUDO� WKH DFFXUDF\ RI WKH QDYLJDWLRQ V\VWHP VKRXOG EH DEOH WR VDWLVI\ WKH UHTXLUHPHQWV RI WKH

FRXUW ZKHQ JLYHQ DV HYLGHQFH LQ DQ\ MXGLFLDO SURFHHGLQJV�

5DGLR�&RPPXQLFDWLRQV

7KH DLUFUDIW¶V FRPPXQLFDWLRQV V\VWHP VKRXOG KDYH WKH IROORZLQJ FDSDFLW\�

�� WKH SLORW VKDOO KDYH WKH FDSDFLW\ WR WUDQVPLW� UHFHLYH� FRQWURO IUHTXHQF\ DQG WR PRQLWRU

VLPXOWDQHRXVO\� WZR IXOO LQVWUXPHQW IOLJKW UXOHV DSSURYHG ��� FKDQQHO 9HU\ +LJK

)UHTXHQF\�$PSOLWXGH 0RGXODWLRQ� DQG RQH &$$ DSSURYHG +) UDGLR�

�� WZR IXOO\ LQVWUXPHQW IOLJKW UXOHV V\QWKHVLVHG FRPPHUFLDO DYLDWLRQ +LJK )UHTXHQF\ �� � ��

0HJDKHUW]� FKDQQHO VSDFLQJ ��� KHUW] RQH RI ZKLFK LV ILWWHG ZLWK 6(/&$/ DQG DQ

HQFU\SWLRQ GHYLFH WR DOORZ VHFXUH WUDQVPLVVLRQV EHWZHHQ WKH DLUFUDIW DQG 0)LVK� ,Q DGGLWLRQ

D +) GDWDOLQN ZRXOG DOORZ IRU ��ZD\ YRLFH DQG GDWD WUDQVPLVVLRQ EHWZHHQ WKH DLUFUDIW DQG

EDVH�

�� RQH 0DULQH %DQG 9HU\ +LJK )UHTXHQF\�)UHTXHQF\ 0RGXODWLRQ �DW OHDVW �� FKDQQHOV�

LQFOXGLQJ FKDQQHOV ��� ��� �� DQG ����

�� RQH 0LOLWDU\ %DQG 8OWUD +LJK )UHTXHQF\�$PSOLWXGH 0RGXODWLRQ�

�� WKH IDFLOLW\ IRU SLORWV DQG DOO REVHUYHU SRVLWLRQV WR PRQLWRU LQGHSHQGHQWO\ DOO RU VHOHFWHG

FRPPXQLFDWLRQV DQG QDYLJDWLRQ DLGV VLPXOWDQHRXVO\�

�� WKH FDSDFLW\ WR RSHUDWH DOO UDGLR FRPPXQLFDWLRQV HTXLSPHQW VLPXOWDQHRXVO\ IURP DOO FUHZ

SRVLWLRQV LQ WKH DLUFUDIW�

�� DQ DLUFUDIW ,&6 WKDW DOORZV XQGLVWRUWHG FRPPXQLFDWLRQV EHWZHHQ DOO VHDWLQJ SRVLWLRQV RQ WKH

DLUFUDIW DQG DOORZV VHOHFWLYH PRQLWRULQJ RI DOO UDGLRV�

�� WKH DLUFUDIW VKRXOG DOVR KDYH D VDWHOOLWH FRPPXQLFDWLRQV FDSDELOLW\

)RU VXUYHLOODQFH SXUSRVHV FRQVLGHUDWLRQ VKRXOG DOVR EH JLYHQ WR DFTXLULQJ D UDGLR VXUYHLOODQFH

FDSDELOLW\� 7KLV ZLOO DOORZ WKH DLUFUDIW WR KRPH LQ RQ DQG ORFDWH DQ\ UDGLR WUDQVPLWWHU RQ DQ\

RSHUDWLQJ EDQG RU PRGH DV VSHFLILHG E\ WKH UHTXLUHPHQWV�

2SWLFV� YLGHR� SKRWRJUDSK\

$ PDMRU UHTXLUHPHQW IRU DQ\ SURSRVHG VXUYHLOODQFH DLUFUDIW LV LWV DELOLW\ WR JDWKHU SKRWRJUDSKLF

HYLGHQFH LQ DOO FRQGLWLRQV LQFOXGLQJ GD\ DQG QLJKW� 7KHUHIRUH� DV D VWDUWLQJ SRLQW WKH DLUFUDIW ZLOO

QHHG VRPH IRUP RI QLJKW LOOXPLQDWLRQ WR DOORZ IRU QLJKW WLPH SKRWRJUDSK\�

7KH DLUFUDIW VKRXOG EH HTXLSSHG ZLWK WZR YLVXDO REVHUYDWLRQ VWDWLRQV LQ WKH FDELQ ZLWK RSWLFDOO\

FOHDU ZLQGRZV ODUJH HQRXJK WR DOORZ DQ REVHUYHU DQ XQUHVWULFWHG YLHZ RI WKH HDUWK
V VXUIDFH

LPPHGLDWHO\ EHORZ WKH DLUFUDIW� 2EVHUYDWLRQ ZLQGRZV VKRXOG EH ORFDWHG RQ RSSRVLWH VLGHV RI WKH

IXVHODJH DQG DOORZ XQGLVWRUWHG SKRWRJUDSK\�

,Q DGGLWLRQ WR WKH FDUULDJH RI VWDQGDUG ELQRFXODUV� D J\UR�VWDELOLVHG VHW RI ELQRFXODUV ZLWK D

PDJQLILFDWLRQ SRZHU RI DW OHDVW VL[ WLPHV VKRXOG DOVR EH ILWWHG�



��

)RU WKH SXUSRVH RI REWDLQLQJ SKRWRJUDSKLF HYLGHQFH LW VKRXOG FDUU\ DW OHDVW RQH FDPHUD ZLWK WKH

IROORZLQJ PLQLPXP FDSDELOLWLHV�

�� �� PLOOLPHWUH VLQJOH OHQV UHIOH[ DXWRPDWLF ZLWK WKURXJK WKH OHQV YLHZLQJ� IRFXVLQJ DQG OLJKW

PHWHULQJ�

�� ]RRP OHQV ZLWK FDSDELOLW\ WR RSHUDWH ZLWK IRFDO OHQJWKV EHWZHHQ ��� PLOOLPHWUH DQG ���

PLOOLPHWUH DQG ILWWHG ZLWK DQ DSSURSULDWH 8OWUD 9LROHW RU SRODULVLQJ ILOWHU�

�� SURYLGLQJ D FRUUHFWO\ H[SRVHG FRORXU SKRWRJUDSK XQGHU GD\OLJKW FRQGLWLRQV ZLWK IDVW ILOP

�PLQLPXP ��� $6$� DQG XVLQJ D VKXWWHU VSHHG RI DW OHDVW ������ VHFRQG�

�� LPSULQW DW OHDVW WKH WLPH DQG GDWH DXWRPDWLFDOO\ RQ H[SRVHG ILOP� DQG LPSULQWLQJ WKH IOLJKW

QXPEHU DQG SRVLWLRQ LV GHVLUDEOH� DQG

�� ILWWHG ZLWK D PRWRU GULYH FDSDEOH RI DW OHDVW WKUHH IUDPHV SHU VHFRQG�

1LJKW 9LVLRQ *RJJOHV �19*� PD\ EH FRQVLGHUHG WR JLYH WKH FUHZ D FRYHUW PHDQV RI LGHQWLI\LQJ D

YHVVHO DW QLJKW�

7KH DLUFUDIW VKRXOG KDYH D GLJLWDO FDPHUD DYDLODEOH WKDW LV LQWHJUDWHG LQWR WKH GDWD PDQDJHPHQW

V\VWHP� 7KLV ZLOO DOORZ LPDJHV WR EH TXLFNO\ DQDO\VHG DQG WUDQVPLWWHG ZLWKLQ DQG EH\RQG WKH

DLUFUDIW� 7KH GLJLWDO FDPHUD QHHGV WR KDYH VXIILFLHQW UHVROXWLRQ DQG PDJQLILFDWLRQ IRU WKH WDVN�

)RU WKH SXUSRVHV RI ORQJ�UDQJH LGHQWLILFDWLRQ RI YHVVHOV WKH DLUFUDIW FRXOG EH ILWWHG ZLWK DQ XOWUD�

KLJK PDJQLILFDWLRQ VFRSH LQVWDOOHG LQ D VWDELOLVHG WXUUHW WKDW SURYLGHV IRU ����GHJUHH URWDWLRQ RI WKH

XQLW� 7KH SRVVLELOLW\ RI FRXSOLQJ WKLV WR D YLGHR UHFRUGLQJ V\VWHP FRXOG DOVR EH H[SORUHG�

,Q DGGLWLRQ WR WKH VFRSH D 79�9LGHR FDPHUD VKRXOG EH LQVWDOOHG LQ WKH WXUUHW WR SURYLGH IRU WKH

UHFRUGLQJ RI GD\OLJKW LPDJHU\�

,5'6�)/,5

7KH DLUFUDIW VKRXOG EH HTXLSSHG ZLWK D FORVHG F\FOH IRUZDUG ORRNLQJ LQIUD UHG GHWHFWLRQ V\VWHP ZLWK

D VHDUFK VFDQ RI DW OHDVW �� GHJUHHV HLWKHU VLGH RI WKH DLUFUDIW KHDGLQJ �LH� ��� GHJUHH IRUZDUG

VHFWRU�� DQG D PLQLPXP HOHYDWLRQ UDQJH RI � WR �� GHJUHHV� 7KH V\VWHP VKRXOG�

�� KDYH WKH DSSURSULDWH FDSDELOLW\ LQ WHUPV RI RSHUDWLQJ SDUDPHWHUV DQG UHOLDELOLW\ WR VDWLVI\ WKH

UHTXLUHPHQWV RI WKH WDVN�

�� KDYH D GHWHFWRU KHDG FDSDEOH RI EHLQJ VODYHG LQ D]LPXWK DQG HOHYDWLRQ WR D GHVLJQDWHG

VXUYHLOODQFH UDGDU FRQWDFW SRVLWLRQ DQG� XSRQ WKH RFFXUUHQFH RI D VLJKWLQJ GXULQJ DQ DHULDO

VXUYHLOODQFH RSHUDWLRQ� WKH ,QIUD 5HG 6\VWHP PXVW EH FDSDEOH RI DXWRPDWLF WUDFNLQJ RI WKH

VLJKWLQJ WR WKH RQ WRS SRVLWLRQ�

�� KDYH D VXLWDEOH YLGHR UHFRUGLQJ GHYLFH ZLWK WKH FDSDELOLW\ RI UHFRUGLQJ DQG SOD\LQJ EDFN WKH

LQIUD UHG GLVSOD\ ZKLOVW WKH DLUFUDIW LV LQ�IOLJKW�

�� LGHDOO\ EH KRXVHG LQ D VWDELOLVHG WXUUHW ZLWK WKH XOWUD�KLJK PDJQLILFDWLRQ VFRSH DQG GD\OLJKW

79�9LGHR FDPHUD�

�� KDYH UHDO WLPH *36 LQIRUPDWLRQ LQFOXGLQJ GDWH� WLPH DQG WKH JHRJUDSKLF ORFDWLRQ RI WKH DLUFUDIW

�LQ ODWLWXGH DQG ORQJLWXGH� RYHUODLG RQ WKH GLVSOD\�



��

'DWD 0DQDJHPHQW 6\VWHP

,Q RUGHU WR HIIHFWLYHO\ DQDO\VH DQG XVH WKH LQIRUPDWLRQ JDLQHG IURP WKH VHQVRUV WKH DLUFUDIW ZLOO QHHG

WR LQFRUSRUDWH D GDWD PDQDJHPHQW V\VWHP� 7KLV V\VWHP ZLOO LQWHJUDWH DOO RI WKH RQERDUG VHQVRUV DQG

DOORZ WKH RSHUDWRU WR VWRUH RU UHWULHYH WKH UHTXLUHG LQIRUPDWLRQ LQ WKH IRUPDWV VSHFLILHG IRU LQ�IOLJKW

DQDO\VLV� WUDQVPLVVLRQ RU SRVW�IOLJKW HYDOXDWLRQ�

$YLRQLFV *HQHUDO

$ UHTXLUHPHQW RI DQ\ SURSRVHG DYLRQLFV VXLWH LV WKDW LW QRW RQO\ IXOILOV WKH GHWDLOHG UHTXLUHPHQWV

VSHFLILHG E\ WKH 0LQLVWU\ EXW DOVR KDV JURZWK SRWHQWLDO� 6XUYHLOODQFH WHFKQRORJ\ DQG WKH RSHUDWLQJ

HQYLURQPHQW DV LW LV FKDQJHV VZLIWO\ VR WKH V\VWHPV FKRVHQ PXVW KDYH WKDW DELOLW\ WR NHHS DEUHDVW RI

WKRVH FKDQJHV DQG VWLOO GHOLYHU D FRVW�HIIHFWLYH VROXWLRQ WR WKH 0LQLVWU\�

$,5&5(:

4XDOLILFDWLRQV� H[SHULHQFH

7KH VHUYLFH SURYLGHU ZLOO HQVXUH WKDW QR SHUVRQ VKRXOG EH XVHG WR SHUIRUP WKH GXWLHV RI D SLORW LQ

DQ\ DHULDO VXUYHLOODQFH RSHUDWLRQ XQOHVV WKDW SHUVRQ KDV FRPSOLHG ZLWK WKH IROORZLQJ PLQLPXP

UHTXLUHPHQWV�

�� +ROGV D VHQLRU FRPPHUFLDO SLORW¶V OLFHQFH ZLWK WZLQ HQJLQH FRPPDQG LQVWUXPHQW UDWLQJ ZLWK

WKUHH UHQHZDOV� ���� KRXUV WRWDO SLORW DQG ��� KRXUV LQ FRPPDQG� DQG�

�� +DYH VXFFHVVIXOO\ FRPSOHWHG D WUDLQLQJ FRXUVH RQ WKH WDFWLFDO QDYLJDWLRQ V\VWHP LQVWDOOHG LQ

WKH DLUFUDIW LQ D VFKRRO DSSURYHG E\ WKH PDQXIDFWXUHU RI WKH HTXLSPHQW� DQG

�� +DYH FRPSOHWHG DQ\ UHTXLVLWH WUDLQLQJ FRXUVHV LQ VXUYHLOODQFH RSHUDWLRQV DV FRQGXFWHG RU

UHTXLUHG E\ 0)LVK� DQG�

�� 7KH SLORW VKDOO FRPSO\ ZLWK DOO &$$ FRPSHWHQF\ UHTXLUHPHQWV IRU WKH FODVV RI DLUFUDIW WKDW

WKH\ DUH IO\LQJ�

$W DOO WLPHV GXULQJ DQ DHULDO VXUYHLOODQFH RSHUDWLRQ WKH SLORW LQ FRPPDQG RI WKH DLUFUDIW ZLOO KDYH

XOWLPDWH DXWKRULW\ LQ DOO PDWWHUV RI DLUFUDIW VDIHW\�

7KH VHUYLFH SURYLGHU ZLOO OLNHZLVH HQVXUH WKDW QR SHUVRQ VKDOO EH XVHG WR SHUIRUP WKH GXWLHV RI DQ

REVHUYHU XQOHVV WKH\ KDYH FRPSOLHG ZLWK WKH IROORZLQJ UHTXLUHPHQWV�

�� %H PHGLFDOO\ ILW WR DLUFUHZ VWDQGDUGV� DQG�

�� +DYH GHPRQVWUDWHG DELOLW\ LQ WKH RSHUDWLRQ RI FDPHUDV� YLGHR UHFRUGHUV� GLJLWDO FDPHUDV�

ELQRFXODUV� *36 HTXLSPHQW DQG FRPSXWHUV� DQG�

�� +ROG DSSURSULDWH TXDOLILFDWLRQV RU H[SHULHQFH LQ UHODWLRQ WR PDS UHDGLQJ� DLUFUDIW

FRPPXQLFDWLRQV V\VWHPV� DLUFUDIW VDIHW\ HTXLSPHQW� PHWHRURORJ\� DQG DLU WUDIILF FRQWURO

SURFHGXUHV� DQG�

�� +DYH FRPSOHWHG DQ\ UHTXLUHG WUDLQLQJ FRXUVHV RU KROG DQ\ PDQXIDFWXUHU UHTXLUHG

FHUWLILFDWLRQ LQ WKH RSHUDWLRQ RI DOO VXUYHLOODQFH HTXLSPHQW RQ WKH DLUFUDIW� DQG�

�� +DYH FRPSOHWHG DQ\ UHTXLVLWH WUDLQLQJ FRXUVHV LQ VXUYHLOODQFH RSHUDWLRQV DV FRQGXFWHG RU

UHTXLUHG E\ 0)LVK�

5HSRUWLQJ SURFHGXUHV

7KH UDQJH RI PDWWHUV RI DGGLWLRQDO LQWHUHVW WR WKH *RYHUQPHQW DQG WR EH UHSRUWHG E\ WKH VHUYLFH

SURYLGHU LV GLYHUVH� 7KRVH PDWWHUV UHODWH WR FXVWRPV� ILVKHULHV� KHDOWK� LPPLJUDWLRQ� TXDUDQWLQH� WKH

HQYLURQPHQW� VKLSSLQJ DQG QDYLJDWLRQ� DQG PDWWHUV RI LQWHUHVW WR WKH 1HZ =HDODQG 3ROLFH DQG

LQFOXGH WKH IROORZLQJ PDWWHUV�



��

D� DOO YHVVHOV FDSDEOH RI PDNLQJ RFHDQ SDVVDJH SDUWLFXODUO\ LI LQIRUPDWLRQ RU LQWHOOLJHQFH

VXJJHVWV WKDW VXFK YHVVHOV PD\ EH LQYROYHG LQ XQODZIXO DFWLYLWLHV�

E� DQ\ VLJKWLQJV RI OLJKW DLUFUDIW LQ UHPRWH DUHDV IO\LQJ WR RU IURP VHDZDUG�

F� DQ\ ILVKLQJ YHVVHOV� SDUWLFXODUO\ IRUHLJQ ILVKLQJ YHVVHOV WKDW PD\ QRW EH DXWKRULVHG WR RSHUDWH

LQ WKH 1HZ =HDODQG )LVKLQJ =RQH� RU 1HZ =HDODQG YHVVHOV LQ WKH FRPSDQ\ RI IRUHLJQ

YHVVHOV�

G� DQ\ YHVVHOV RU VPDOO FUDIW LQ XQXVXDO ORFDWLRQV RU XQGHUWDNLQJ XQXVXDO RU VXVSLFLRXV

DFWLYLWLHV�

H� DQ\ GLVFRORXUHG ZDWHU RU DSSDUHQW RLO SROOXWLRQ�

I� DQ\ GXPSLQJ RI ZDVWHV RU RWKHU PDWHULDOV DW VHD�

J� DQ\ GDPDJHG QDYLJDWLRQDO DLGV RU DXWRPDWLF ZHDWKHU VWDWLRQV�

K� DQ\ HQYLURQPHQWDO GDPDJH�

L� DQ\ SRVVLEOH LQWHUIHUHQFH ZLWK KLVWRULF VKLSZUHFNV�

M� SHUVRQV RU DQ\ VLJQV RI KDELWDWLRQ RQ UHPRWH LVODQGV RU UHHIV� DQG

N� DQ\ GHDG RU G\LQJ PDULQH OLIH RU ELUG OLIH�

3RZHUV�

&RQVLGHUDWLRQ ZLOO QHHG WR EH JLYHQ WR WKH SRVVLEOH H[HUFLVH RI SRZHUV XQGHU WKH )LVKHULHV $FWV E\

DLUFUHZ� 6HFWLRQ �� ��� RI WKH )LVKHULHV $FW ���� GHHPV ³HYHU\ RIILFHU LQ FRPPDQG RI DQ\ YHVVHO

RU DLUFUDIW RI WKH 1HZ =HDODQG $UPHG )RUFHV´ WR EH D ILVKHULHV RIILFHU IRU WKH SXUSRVHV RI WKH $FW�

7KH FXUUHQW SUDFWLFH LV WKDW� DOWKRXJK WKH RIILFHU LQ FRPPDQG RI DQ 2ULRQ SDWURO LV IRU WKH SXUSRVHV

RI WKH $FW D ILVKHU\ RIILFHU� WKH FRPPDQGHU SDVVHV RQ GLUHFWLYHV IURP RU DGYLVHV D YHVVHO RI D XVH RI

D SRZHU E\ D ODQG�EDVHG� ZDUUDQWHG ILVKHU\ RIILFHU� ,I WKHUH DUH LPSURYHG GLUHFW FRPPXQLFDWLRQV

WKLV HYHQ IXUWKHU REYLDWHV WKH QHHG IRU DLUFUHZ WR KDYH WKH DELOLW\ WR XVH ILVKHU\ RIILFHU SRZHUV� 7KH

H[FHSWLRQ WR WKLV ZRXOG EH VLWXDWLRQV ZKHUH WKH DLUFUDIW LV RXW RI FRPPXQLFDWLRQ IRU VRPH UHDVRQ

DQG DQ LPPHGLDWH FDOO PXVW EH PDGH�


