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FRQGLWLRQV� FRQWURO RI SODJXHV� WLPH DQG GLVWDQFH IRU H[SRUWV�� 3DUDJXD\ UHJUHWWHG WKDW WKH (8 IRUFHV
WKH LPSOHPHQWDWLRQ RI LWV VWDQGDUGV LQ RWKHU 0HPEHUV� ZLWKRXW FRQVLGHULQJ WKH HFRQRPLF� FOLPDWLF DQG
SROLWLFDO FRQVHTXHQFHV DQG WDNHV XQLODWHUDO PHDVXUHV DJDLQVW &RGH[ �ZKLFK VHHPV D YDOLG IUDPHZRUN
WR HYDOXDWH PHDVXUHV E\ RWKHU 0HPEHUV� DQG WKH 636 $JUHHPHQW� ,W ZRXOG VHHP WKHUH LV D
SUROLIHUDWLRQ RI SURWHFWLYH PHDVXUHV ERWK IRU FRQYHQWLRQDO DQG RUJDQLF SURGXFWV� )LQDOO\ WKH
'RPLQLFDQ 5HSXEOLF VWDWHG WKDW (8 PHDVXUHV DUH QRW DOLJQHG WR LQWHUQDWLRQDO VWDQGDUGV�

7KH (8 H[SODLQHG WKDW WKH VFLHQWLILF FULWHULD WR LGHQWLI\ HQGRFULQH GLVUXSWRUV IRU SODQW SURWHFWLRQ
SURGXFWV EDVHG RQ WKH :+2 GHILQLWLRQ DUH DSSOLFDEOH VLQFH �� 1RYHPEHU ���� RQZDUGV DQG LQFOXGHG
LQ 5HJXODWLRQ �(8� 1R ��������� 7KH (8 LV DZDUH RI JHQHUDO FRQFHUQV RQ WKH (8 SROLF\ RQ SODQW
SURWHFWLRQ SURGXFWV IRU WKH GHILQLWLRQ RI VFLHQWLILF FULWHULD WR LGHQWLI\ HQGRFULQH GLVUXSWRUV� DV ZHOO DV
RI PRUH VSHFLILF FRQFHUQV� LQ SDUWLFXODU� RQ ZKHWKHU LPSRUW WROHUDQFHV FDQ EH HVWDEOLVKHG IRU
VXEVWDQFHV WKDW DUH QRW DXWKRULVHG LQ WKH (8� GXH WR WKH VR�FDOOHG ³FXW�RII´ FULWHULD LQ 5HJXODWLRQ �(&�
1R ���������� $IWHU KDYLQJ H[DPLQHG WKH GLIIHUHQW SROLF\ RSWLRQV DQG WDNLQJ LQWR DFFRXQW WKH
FRQFHUQV UDLVHG E\ VWDNHKROGHUV� 0HPEHU 6WDWHV DQG WKLUG FRXQWULHV� WKH (8 GHFLGHG WR IROORZ WKH
SURFHGXUHV ODLG GRZQ LQ 5HJXODWLRQ �(&� 1R �������� IRU WKH PDQDJHPHQW RI LPSRUW WROHUDQFH
UHTXHVWV FRQFHUQLQJ DFWLYH VXEVWDQFHV IDOOLQJ XQGHU WKHVH FXW�RII FULWHULD� 7KHVH SURFHGXUHV LQFOXGH D
ULVN DVVHVVPHQW E\ DQ (YDOXDWLQJ (8 0HPEHU 6WDWH DQG D VFLHQWLILF RSLQLRQ E\ ()6$� 7KH JUDQWLQJ RI
WKH LPSRUW WROHUDQFH ZLOO WKHQ EH FRQVLGHUHG LQ OLQH ZLWK ULVN DQDO\VLV SULQFLSOHV RQ D FDVH�E\�FDVH
EDVLV DQG WDNLQJ LQWR DFFRXQW DOO UHOHYDQW IDFWRUV� 7KH (8 UHLWHUDWHG LWV FRPPLWPHQW WR DFW LQ IXOO
WUDQVSDUHQF\ DQG DJUHHG WR NHHS 0HPEHUV GXO\ LQIRUPHG DERXW IXUWKHU GHYHORSPHQWV�

� (XURSHDQ 8QLRQ ± 5HJXODWLRQ �(&� 1R ����������1RQ�UHQHZDO RI DSSURYDO RI WKH DFWLYH
VXEVWDQFH FKORURWKDORQLO

,Q WRWDO� � 0HPEHUV UDLVHG WKHLU FRQFHUQV RQ WKLV LVVXH� &RORPELD H[SUHVVHG FRQFHUQ IRU WKH QRQ�
UHQHZDO RI DSSURYDO RI FKORURWKDORQLO� XVHG LQ EDQDQD FURSV IRU WKH FRQWURO RI SODJXHV VXFK DV
³FLJDWRFD QHJUD´ RU ³KRQJR GHYDVWDGRU´� DQG UHJUHWWHG WKDW (8 SROLF\ DLPV DW UHGXFLQJ WKH XVH RI
SURGXFWV DQG 05/V ZLWKRXW VFLHQWLILF HYLGHQFH� ()6$ SXEOLVKHV RSLQLRQV HYHQ LQ FDVH RI LQVXIILFLHQW�
QRQ�FRQFOXVLYH LQIRUPDWLRQ DQG WKH &RPPLVVLRQ� IROORZLQJ D SUHFDXWLRQDU\ DSSURDFK DQG GHFLGHG QRW
WR UHQHZ WKH DSSURYDO RI WKH VXEVWDQFH� &RPPLVVLRQ GHFLVLRQV DUH ILQDO DQG WKHUH VHHP WR EH QR HIIRUW
WR JHW DGGLWLRQDO LQIRUPDWLRQ� 7KH SURSRVHG PHDVXUH LV D YLRODWLRQ RI $UWLFOH ��� RI WKH 7%7
$JUHHPHQW� VLQFH WKHUH VKRXOG EH OHVV UHVWULFWLYH PHDVXUHV WR DFKLHYH OHJLWLPDWH REMHFWLYHV� VXFK DV
FRQVXPHU SURWHFWLRQ� $W VFLHQWLILF OHYHO� WKH HIIHFW RQ KHDOWK RI FKORURWKDORQLO LV QRW FOHDU� ,Q FDVHV RI
QRQ�VXIILFLHQW HYLGHQFH� D ULVN DVVHVVPHQW DSSURDFK VKRXOG EH XVHG� 6LQFH WKH WKUHVKROGV IRU D VDIH XVH
RI WKH VXEVWDQFH DUH XQNQRZQ� &RORPELD DVNHG IRU WKH VXEVWDQFH WR EH UHQHZHG�

3DQDPD EDVHG LWV LQWHUYHQWLRQ RQ LWV SUHYLRXV VWDWHPHQW LQ 1RYHPEHU ���� DQG QRWHG WKDW EDQDQDV
KDYH D VWURQJ SHHO� QRW FRQVXPHG E\ KXPDQV� PDNLQJ WKH XVH RI WKH VXEVWDQFH KDUPIXO� ,Q RUGHU WR
H[SODLQ WKH QHHG WR XVH FKORURWKDORQLO LQ SHVWLFLGHV� WKLV FRXQWU\ VWUHVVHG WKDW WKHUH LV D SUROLIHUDWLRQ RI
SODJXHV GXH WR FOLPDWLF FRQGLWLRQV DQG WKDW ���� LV DQQRXQFHG DV WKH KRWWHVW \HDU� 3DQDPD QRWHG WKDW
WKH ()6$ VWXG\ RQ WKLV VXEVWDQFH LV QRW FRQFOXVLYH DQG WKDW LW LV QHFHVVDU\ WR DOLJQ ZLWK &RGH[
$OLPHQWDULRXV XQWLO PRUH DFFXUDWH LQIRUPDWLRQ LV DYDLODEOH� 3DQDPD FULWLFLVHG WKH FRQWUDGLFWRU\
PHVVDJH WUDQVPLWWHG E\ WKH (8� QDPHO\� WKH QHHG WR FRPEDW FOLPDWH FKDQJH� ZKLOH DW WKH VDPH WLPH
IRUELGGLQJ WKH PHFKDQLVPV WR ILJKW LW� 3DQDPD UHIHUUHG WR LWV YXOQHUDELOLW\ DV D GHYHORSLQJ FRXQWU\�
%UD]LO UHJUHWWHG WKH (8 GHFLVLRQ EDQQLQJ WKH VXEVWDQFH DQG WKH KD]DUG�EDVHG DSSURDFK� LQVWHDG RI D
ULVN�EDVHG DSSURDFK� 7KH UHGXFWLRQ RI 05/V E\ WKH (8 ZRXOG DIIHFW %UD]LOLDQ H[SRUWV RI SDSD\D�
FRIIHH DQG ZDWHUPHORQ DQG ZRXOG FUHDWH V\VWHPLF FRQFHUQV� %UD]LO VWUHVVHG WKDW WKH UHGXFWLRQ RI
05/V VKRXOG EH QRWLILHG WR WKH 7%7 &RPPLWWHH DQG QRW RQO\ WR WKH 636 &RPPLWWHH� &RVWD 5LFD
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HPSKDVL]HG WKDW WKHUH DUH QRW VXEVWLWXWH SURGXFWV DYDLODEOH DQG WKDW� WDNLQJ LQWR DFFRXQW LWV SURPLQHQW
SRVLWLRQ DV H[SRUWHU RI EDQDQDV WR WKH (8� WKH PHDVXUH ZRXOG DIIHFW DURXQG ������ GLUHFW
HPSOR\PHQWV DQG ������� LQGLUHFW RQHV� &RVWD 5LFD IROORZV JRRG DJULFXOWXUDO SUDFWLFHV DG IDLU WUDGH
SULQFLSOHV DQG VDPSOHV KDYH FRQILUPHG WKH DEVHQFH RI FKORURWKDORQLO LQ WKHLU SURGXFWV�

(FXDGRU UHIHUUHG WR SUHYLRXV VWDWHPHQWV DW WKH 7%7 &RPPLWWHH GHWDLOLQJ FRQFHUQV IRU WKH QRQ�
UHQHZDO RI DXWKRULVDWLRQ IRU WKLV VXEVWDQFH� 7KH UHGXFWLRQ RI 05/V ZRXOG EH DIIHFWLQJ WKH
FRPPHUFLDOLVDWLRQ RI EDQDQDV� LQ VSLWH RI WKHLU KLJK HIIRUWV WR SURGXFH KLJK TXDOLW\ SURGXFWV� 7KLV
FRXQWU\ FODLPHG LW PDNHV D UHVSRQVLEOH XVH RI SODQW SURWHFWLRQ SURGXFWV DQG QRWHG WKH LPSRUWDQFH RI
WHFKQRORJLFDO LQYHVWPHQWV� (FXDGRU UHIHUUHG WR D UHFHQW )$2 VWXG\ RQ WKH VXVWDLQDELOLW\ RI EDQDQD�
ZKLFK UHIHUUHG WR WKH UROH RI WKH LQWHQVLILFDWLRQ RI UDLQV� DQG IORRGV� KLJK WHPSHUDWXUHV DQG
SUROLIHUDWLRQ RI SODJXHV DV UHDO WKUHDWV WR IRRG SURGXFWLRQ� ,Q LWV FRPPHQWV WR WKH (8 7%7
QRWLILFDWLRQ� (FXDGRU SRLQWHG WR QRQ�FRQFOXVLYH HOHPHQWV RQ ZDWHU FRQWDPLQDWLRQ DQG FRQVLGHUHG WKH
PHDVXUH WR EH XQQHFHVVDU\� %HIRUH UHGXFLQJ 05/V IRU WKLV VXEVWDQFH� D ULVN DVVHVVPHQW ZRXOG DSSHDU
QHFHVVDU\� DV SURYLGHG IRU LQ WKH 636 $JUHHPHQW DQG LQ &RGH[� 7KHUHIRUH� (FXDGRU VXJJHVWV
PDLQWDLQLQJ WKH FXUUHQW OLPLWV IRU WKH PRPHQW XQWLO QHZ GDWD DUH DYDLODEOH� *XDWHPDOD MRLQHG WKH
0HPEHUV DVNLQJ IRU D ULVN DVVHVVPHQW RI WKLV PHDVXUH DQG SRLQWHG WR WKH ODFN RI VXIILFLHQW VFLHQWLILF
HYLGHQFH RQ LWV LPSDFW RQ KXPDQ KHDOWK DQG RI SURRI RI SURGXFW FRQWDPLQDWLRQ� 7KH ODFN RI DOWHUQDWLYH
SHVWLFLGHV LV RI JUHDW FRQFHUQ LQ WKH ILJKW DJDLQVW SODJXHV� (O 6DOYDGRU VKDUHG WKH 0HPEHUV¶ FRQFHUQV
RQ WKH QHJDWLYH LPSDFW RI WKH (8 PHDVXUH RQ H[SRUWV RI DJULSURGXFWV IURP GHYHORSLQJ FRXQWULHV� WKH
VDPH DV 1LFDUDJXD� ZKR IROORZV WKLV VXEMHFW ZLWK JUHDW LQWHUHVW� 3DUDJXD\ SRLQWHG WR UHODWHG LVVXHV
RI FRQFHUQ� VXFK DV WKH (8 KD]DUG�EDVHG DSSURDFK RQ SODQW SURWHFWLRQ SURGXFWV DQG WKH VHWWLQJ RI
LPSRUW WROHUDQFHV� DV ZHOO DV WKH (8 QRQ�UHQHZDO RI RWKHU VXEVWDQFHV� VXFK DV SLFR[\VWURELQ�

7KH (8 SURSRVHG QRW WR UHQHZ WKH DSSURYDO RI FKORURWKDORQLO DQG QRWLILHG WKLUG FRXQWULHV RI WKH GUDIW
5HJXODWLRQ YLD WKH 7%7 SURFHGXUH� 7KH PHDVXUH GLG QRW OHDG WR LPPHGLDWH GLVUXSWLRQV LQ WUDGH� DV LW
GRHV QRW DPHQG WKH PD[LPXP UHVLGXH OHYHOV �05/V� DQG SURYLGHV IRU D JUDFH SHULRG� 7KH SRVVLELOLW\
IRU JUDQWLQJ WUDQVLWLRQDO PHDVXUHV ZLOO EH FRQVLGHUHG ZKHQ SURSRVLQJ DQ\ FKDQJHV WR H[LVWLQJ 05/V�
ZKLFK ZLOO QRW WDNH SODFH EHIRUH H[SLU\ RI WKH JUDFH SHULRG� )XUWKHUPRUH� WKH (8 UHLWHUDWHG WKDW DQ\
DFWLRQ WR UHGXFH 05/V LQ WKH IXWXUH ZLOO EH VXEMHFW WR D VHSDUDWH QRWLILFDWLRQ XQGHU WKH :72�636
SURFHGXUH� &KORURWKDORQLO ZDV HYDOXDWHG LQ DFFRUGDQFH ZLWK 5HJXODWLRQ �(&� 1R ��������� RQ WKH
SODFLQJ RI SODQW SURWHFWLRQ SURGXFWV RQ WKH PDUNHW� 7KH ()6$ FRQFOXVLRQ RQ FKORURWKDORQLO� IROORZLQJ
DVVHVVPHQW E\ WKH ³UDSSRUWHXU´ 0HPEHU 6WDWH DQG DQ H[WHQVLYH SHHU UHYLHZ SURFHVV� ZDV SXEOLVKHG LQ
-DQXDU\ ����� 'XULQJ WKLV SHHU UHYLHZ SURFHVV� WKH DSSURYDO FULWHULD SURYLGHG IRU LQ $UWLFOH � RI WKH
5HJXODWLRQ ZHUH QRW VDWLVILHG ZLWK UHVSHFW WR RQH RU PRUH UHSUHVHQWDWLYH XVHV RI DW OHDVW RQH SODQW
SURWHFWLRQ SURGXFW� 'XULQJ WKH DVVHVVPHQW� �L� D FULWLFDO FRQFHUQ ZDV LGHQWLILHG E\ ()6$ LQ UHODWLRQ WR
WKH FRQWDPLQDWLRQ RI JURXQGZDWHU E\ FHUWDLQ PHWDEROLWHV RI FKORURWKDORQLO� �LL� ()6$ FRXOG QRW
H[FOXGH D JHQRWR[LFLW\ FRQFHUQ IRU UHVLGXHV WR ZKLFK FRQVXPHUV ZLOO EH H[SRVHG DQG LGHQWLILHG D KLJK
ULVN WR DPSKLELDQV DQG ILVK IRU DOO WKH XVHV HYDOXDWHG� �LLL� VHYHUDO DUHDV RI WKH ULVN DVVHVVPHQW FRXOG
QRW EH ILQDOLVHG GXH WR LQVXIILFLHQW GDWD LQ WKH GRVVLHU� DQG �LY� LW ZDV QRWHG WKDW FKORURWKDORQLO LV
FODVVLILHG DV FDUFLQRJHQ FDWHJRU\ � LQ DFFRUGDQFH ZLWK 5HJXODWLRQ �(&� 1R ���������� ZKLOH WKH
()6$ FRQFOXVLRQ RI WKH $XWKRULW\ LQGLFDWHG WKDW FKORURWKDORQLO VKRXOG EH FODVVLILHG DV FDUFLQRJHQ
FDWHJRU\ �%� ,Q OLJKW RI WKH DERYH� WKH (8 SURSRVHG QRW WR UHQHZ WKH DSSURYDO RI FKORURWKDORQLO LQ
DFFRUGDQFH ZLWK $UWLFOH ������E� RI WKH SODQW SURWHFWLRQ SURGXFWV 5HJXODWLRQ� 2Q �� $SULO ����� WKH
&RPPLVVLRQ DGRSWHG ,PSOHPHQWLQJ 5HJXODWLRQ �(8� 1R �������� FRQFHUQLQJ WKH QRQ�UHQHZDO RI WKH
DSSURYDO RI WKH DFWLYH VXEVWDQFH FKORURWKDORQLO� 7KH JUDFH SHULRG VKDOO H[SLUH E\ �� 0D\ ����� DW WKH
ODWHVW� ,PSRUW WROHUDQFH UHTXHVWV KRZHYHU UHPDLQ SRVVLEOH DQG ZLOO EH DVVHVVHG RQ D FDVH�E\�FDVH EDVLV
E\ WKH ³UDSSRUWHXU´ 0HPEHU 6WDWH DQG WKH (XURSHDQ )RRG 6DIHW\ $XWKRULW\� 6XFK UHTXHVWV ZRXOG
KDYH WR EH VXSSRUWHG E\ VXEVWDQWLDO QHZ GDWD DGGUHVVLQJ WKH FRQFHUQV�
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� (XURSHDQ 8QLRQ ± 7UDQVLWLRQDO SHULRGV IRU 05/V DQG LQWHUQDWLRQDO FRQVXOWDWLRQV

,Q WRWDO� �� 0HPEHUV H[SUHVVHG GHHS FRQFHUQV RQ WKLV (8 PHDVXUH�

&RORPELD UHIHUV WR WKH QRQ�UHQHZDO RI FHUWDLQ VXEVWDQFHV WR EH XVHG LQ SHVWLFLGHV LQ WKH (8 DQG
VWUHVVHV WKDW WKHUH LV QR DOWHUQDWLYH WR UHSODFH WKRVH SURGXFWV IRU 6RXWK $PHULFDQ SURGXFHUV RI IRRGV
DQG YHJHWDEOHV� 0RUH LQFOXVLYH WHFKQLFDO GLVFXVVLRQV DUH QHHGHG� LQYROYLQJ VWDNHKROGHUV DQG PHDVXUHV
VKRXOG QRW DFW DV WHFKQLFDO EDUULHUV WR WUDGH� 3URGXFHUV EHDU DQ LPSRUWDQW EXUGHQ DQG QHHG WR WDNH
DFWLRQ WR SURWHFW WKHLU FURSV DW OHDVW RQH \HDU LQ DGYDQFH� ZKLFK LV YHU\ FKDOOHQJLQJ� &RORPELD UHIHUUHG
WR WKH VKRUW WUDQVLWLRQDO SHULRG JUDQWHG E\ (8 PHDVXUHV DQG WR WKH GLVFULPLQDWLRQ IDFHG E\ SURGXFWV
LPSRUWHG LQ WKH (8� :72 QRWLILFDWLRQ RI WHFKQLFDO UXOHV VKRXOG QRW RQO\ EH D SURFHGXUDO VWHS DQG
0HPEHUV PXVW EH DEOH WR HIIHFWLYHO\ SUHVHQW WKHLU YLHZV DQG WKDW WKH\ DUH WDNHQ LQWR DFFRXQW� ,W LV QRW
VXIILFLHQW IRU WKH (8 WR VD\ WKDW� E\ WKH WLPH WKH ()6$ GHFLVLRQ LV NQRZQ� WKH FRQFHUQHG FRXQWULHV
KDYH WR GR WKH UHOHYDQW DGMXVWPHQWV� 7KH 86 VKDUHG WKH FRQFHUQ WKDW WKH (8¶V WUDQVLWLRQ PHDVXUHV GR
QRW SURYLGH DGHTXDWH WLPH IRU SURGXFHUV WR PRGLI\ WKHLU SHVW PDQDJHPHQW SURJUDPV WR FOHDU WKH
FKDQQHOV RI WUDGH� )XUWKHUPRUH� (8 SROLFLHV DSSHDU WR HVWDEOLVK DUELWUDU\ GLIIHUHQFHV LQ WKH WUHDWPHQW
RI GRPHVWLF DQG LPSRUWHG SURGXFWV� DQG GR QRW DSSHDU WR DFFRXQW IRU REVWDFOHV SRVHG WR LPSRUWHG
SURGXFWV FRPSDUHG ZLWK JHQHUDOO\ QRQ�H[LVWHQW ULVNV RI QRQ�IXOILOPHQW ZLWK WKHLU GHVFULEHG OHJLWLPDWH
REMHFWLYHV RI KXPDQ KHDOWK DQG VDIHW\� $FFRUGLQJ WR WKH 86� ,Q SUHYLRXV 7%7 &RPPLWWHHV� WKH (8
VXJJHVWHG WKDW WKH PDWWHU RI WUDQVLWLRQ SHULRGV IRU 05/V VKRXOG EH UHIHUUHG WR WKH 636 &RPPLWWHH�
:KHQ WKH 636 &RPPLWWHH PHW LQ ���� DQG ����� KRZHYHU� WKH (8 VXJJHVWHG WKDW 0HPEHUV VKRXOG
UHIHU WR WKH 7%7 QRWLILFDWLRQV DV WKHLU ³HDUO\ ZDUQLQJ´ RI SRVVLEOH IXWXUH LPSDFW WR 05/V� 7KH 86
FRQVLGHUV WKDW WKH ODFN RI FRQVLVWHQF\ DQG WUDQVSDUHQF\ DURXQG VWDWHPHQWV RI SRVVLEOH IXWXUH LPSDFW
GRHV QRW SURYLGH IRUHLJQ JURZHUV ZLWK WKH UHJXODWRU\ FHUWDLQW\ QHHGHG WR LQIRUP IRRG SURGXFWLRQ
SUDFWLFHV DQG GHFLVLRQ�PDNLQJ LQ WKH SUHVHQW� 5DWKHU� LW SODFHV IRUHLJQ JURZHUV ZKR FRPSO\ ZLWK
H[LVWLQJ (8 05/ VWDQGDUGV DW WKH WLPH RI SURGXFWLRQ LQ MHRSDUG\ RI IDFLQJ IXWXUH UHMHFWLRQ DW (8
ERUGHUV²D GDPDJLQJ SURVSHFW WKDW (8 JURZHUV GR QRW IDFH XQGHU WKH FXUUHQW UHJXODWRU\ SURYLVLRQV�
7KH (8 DSSHDUV WR EH VXJJHVWLQJ WKDW IRUHLJQ SURGXFHUV VKRXOG VWRS XVLQJ VXEVWDQFHV VLPSO\ EHFDXVH
WKH (8 KDV FKRVHQ QRW WR UHQHZ WKHP GRPHVWLFDOO\� HYHQ ZKHQ WKH (8¶V GRPHVWLF SURGXFHUV FDQ
FRQWLQXH XVLQJ QRQ�UHQHZHG VXEVWDQFHV WKURXJK WKH GRPHVWLF JUDFH SHULRG DQG H[SHFW WR EH UHJXODWHG
XQGHU WKH ROGHU 05/V� ,I WKH (8¶V VKRUW WUDQVLWLRQDO PHDVXUHV IRU LPSRUWHG SURGXFWV DUH EDVHG RQ
KHDOWK FRQFHUQV� DV WKH (8 KDV FODLPHG IRU FHUWDLQ SHVWLFLGHV� WKH 86 DVNHG WKHQ WKH (8 H[SODLQ ZK\
05/ FKDQJHV DUH RQO\ QRWLILHG WR WKH 636 &RPPLWWHH DIWHU (8 JURZHUV KDYH EHQHILWWHG IURP JUDFH
SHULRGV DQG HQVXUHG WKDW WKHLU RZQ WUHDWHG SURGXFWV FDQ FOHDU WKH FKDQQHOV RI WUDGH� 7KH 86 ZRQGHUV
ZK\ WKH (8 KDV QRW H[WHQGHG FRUUHVSRQGLQJ JUDFH SHULRGV RU WUDQVLWLRQ PHDVXUHV WR IRUHLJQ SURGXFHUV�
$FFRUGLQJ WR WKH 86� LQ WKH (8¶V UHVSRQVH WR FRPPHQWV RQ *�636�1�(8����� RQH RI WKH ILUVW QRWLILHG
(8 05/ UHJXODWLRQV WR LQWURGXFH WKH WUDQVLWLRQ PHDVXUHV LQ TXHVWLRQ� WKH (8 H[SOLFLWO\ DFNQRZOHGJHG
WKDW QRQ�(8 FRXQWULHV ZRXOG KDYH D VKRUWHU WLPH WR FRPSO\ ZLWK QHZ 05/V FRPSDUHG WR (8 0HPEHU
6WDWHV� *LYHQ WKLV DFNQRZOHGJHPHQW� WKH 86 DVNHG DJDLQ WKH (8 WR FODULI\ KRZ LW LV FRQVLGHULQJ LWV
REOLJDWLRQV WR QRW DUELWUDULO\ RU XQMXVWLILDEO\ GLVFULPLQDWH EHWZHHQ LWV RZQ WHUULWRU\ DQG WKDW RI RWKHU
0HPEHUV� 7KH 86 UHLWHUDWHG LWV UHTXHVW WKDW WKH (8 FRQGXFW D ULVN DVVHVVPHQW SULRU WR UHVHWWLQJ 05/V
DQG GHWHUPLQLQJ WUDQVLWLRQ SHULRGV� $GGLWLRQDOO\� LW LV DVNHG WKDW WKH (8 H[WHQGV LWV 05/ WUDQVLWLRQDO
PHDVXUHV WR DFFRXQW IRU UHDOLVWLF SURGXFWLRQ DQG SURFHVVLQJ WLPHV IRU IRRG DQG DJULFXOWXUDO SURGXFWV�

3DQDPD VKDUHG WKH 86 DQG &RORPELD¶V YLHZV DQG PHQWLRQHG WKDW WKHUH DUH FHUWDLQ VLWXDWLRQV LQ ZKLFK
SHULVKDEOH JRRGV DUH DW ULVN� QRW EHLQJ SRVVLEOH WR VHQG WKHP WR WKH (8� DQG OHDGLQJ WR VLJQLILFDQW
ORVVHV� %UD]LO UHIHUUHG WR $UWLFOH ���� RI WKH 7%7 $JUHHPHQW� DFFRUGLQJ WR ZKLFK DQ LQWHUYDO RI WLPH
VKDOO HODSVH EHWZHHQ SXEOLFDWLRQ DQG HQWHU LQWR IRUFH H[FHSW LQ FDVHV RI SXEOLF KHDOWK� RU XUJHQF\�
%UD]LO QRWHG WKDW WKH VFLHQWLILF HYLGHQFH LV LQFRQFOXVLYH DQG LV FRQFHUQHG WKDW WKH WUDQVLWLRQDO SHULRG LV
LQFRPSDWLEOH ZLWK WKH SODQWLQJ DQG SURGXFWLRQ SURFHVV� %UD]LO H[SUHVVHG FRQFHUQ RQ WKH VKRUW JUDFH
SHULRG RI � PRQWKV JUDQWHG IRU WKH DFWLYH VXEVWDQFH FKORUS\ULIRV� (FXDGRU FODLPHG WKDW GHYHORSLQJ
FRXQWULHV DUH PRVWO\ DIIHFWHG DQG DVNHG IRU UHDVRQDEOH WUDQVLWLRQDO SHULRGV� WDNLQJ LQWR DFFRXQW KDUYHVW
WLPH� )DUPHUV QHHG PRUH WLPH IRU 05/V� VLQFH GHYHORSLQJ D QHZ SHVWLFLGH WDNHV D ORQJ WLPH DQG D
PLQLPXP RI �� PRQWKV DV D WUDQVLWLRQDO SHULRG� &DQDGD DFNQRZOHGJHG WKH QHFHVVLW\ RI DSSO\LQJ IRRG
VDIHW\ PHDVXUHV EXW KLJKOLJKWHG WKDW D ORQJHU WUDQVLWLRQDO SHULRG ZRXOG EH QHHGHG IRU H[SRUWHUV WR
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DGDSW WR QHZ UHTXLUHPHQWV� FODLPLQJ WKDW WKH VDPH FRQGLWLRQV VKRXOG DSSO\ IRU GRPHVWLF SURGXFHUV
DQG LPSRUWHUV� 3DUDJXD\ VXSSRUWHG WKH 0HPEHUV DV UHJDUGV WKH LQVXIILFLHQW QDWXUH RI WUDQVLWLRQDO
SHULRGV IRU WKH WUDQVIRUPDWLRQ RI SURGXFWLRQ V\VWHPV DQG XUJHG WKH (8 WR WDNH DFFRXQW RI WKH 0)1
SULQFLSOH� (8 PHDVXUHV KDYH JUHDW LPSDFW RQ &RVWD 5LFDQ SURGXFWLRQ DQG WKH (8 LV LQYLWHG WR DGRSW
VWXGLHV DQG DQDO\VLV LQ WKH FRQWH[W RI &RGH[ DQG :72� 8UXJXD\ DVNHG WKH (8 WR FRQVLGHU KDUYHVW
WLPHV DQG HQVXUH WKH UHJLVWUDWLRQ RI DOWHUQDWLYH VXEVWDQFHV� 0HDVXUHV VKRXOG EH EDVHG RQ LQWHUQDWLRQDO
VWDQGDUGV DQG FRQFOXVLYH VFLHQWLILF HYLGHQFH� (J\SW IROORZV WKH GLVFXVVLRQV ZLWK LQWHUHVW� DQG DW WKH
7UDGH 3ROLF\ 5HYLHZ �735� PHHWLQJ� H[SUHVVHG FRQFHUQV RQ WKH VKRUW WUDQVLWLRQDO SHULRG �DOVR IRU
RWKHU VXEVWDQFHV VXFK DV FKORURSK\ULIRV�� ,W SRLQWHG WR WKH QHHG RI WLPH WR DGMXVW WR QHZ UHTXLUHPHQWV�
LQ SDUWLFXODU� E\ OHVV GHYHORSHG FRXQWULHV DQG PLFUR�HQWHUSULVHV� *XDWHPDOD UHLWHUDWHG WKH LPSRUWDQFH
WR JLYH WUDQVLWLRQDO SHULRGV LQ OLQH ZLWK VWDJHV RI SURGXFWLRQ RI FURSV LQ WURSLFDO FRXQWULHV DQG WR JLYH
WLPH IRU ILQGLQJ DOWHUQDWLYH VXEVWDQFHV� 7KH :72 SURFHVV VKRXOG QRW EH WKH RQO\ RQH� EXW WKHUH VKRXOG
EH GLVFXVVLRQV DQG GLDORJXH LQ RWKHU IRUD RWKHU WR DYRLG DEXVH� 6LQFH 0HPEHUV¶ FRPPHQWV FDQQRW EH
SDUW RI WKH VXEVWDQFH UHYLHZ SURFHVV GLUHFWO\ �RQO\ SURGXFHUV DUH LQYROYHG�� WKLV FRXQWU\ FODLPHG WKHUH
LV QR WUDQVSDUHQF\ LQ WKH SURFHGXUH�

7KH (8 H[SODLQHG WKDW� DV D PDWWHU RI SULQFLSOH� LW FRQVLGHUV FRQFHUQV RQ WKH VHWWLQJ RI 05/V IRU
SHVWLFLGHV ± DQG DQ\ GHWDLOV UHJDUGLQJ WKHLU LPSOHPHQWDWLRQ ± WR EH D PDWWHU IRU GLVFXVVLRQ DW WKH 636
&RPPLWWHH� UDWKHU WKDQ DW WKH 7%7 &RPPLWWHH� )XUWKHU WR UHTXHVWV E\ VRPH 0HPEHUV� DQG LQ WKH
LQWHUHVW RI WUDQVSDUHQF\� WKH (8 GHFLGHG WR QRWLI\ DOO GUDIW PHDVXUHV RQ SHVWLFLGH DFWLYH VXEVWDQFHV
WKDW DUH UHOHYDQW IRU WKH 7%7 &RPPLWWHH DGGLWLRQDOO\ DOVR WR WKH 636 &RPPLWWHH� ,Q SUDFWLFH� LW PHDQV
WKDW IXWXUH GUDIW DFWV RQ WKH QRQ�DSSURYDO RU UHVWULFWLRQ RI DSSURYDO RI DQ DFWLYH VXEVWDQFH ZLOO EH
QRWLILHG WR ERWK &RPPLWWHHV� +RZHYHU� LQ WKH LQWHUHVW RI HIILFLHQW SURFHHGLQJV LQ ERWK &RPPLWWHHV�
DQG LQ OLQH ZLWK WKH UHVSHFWLYH $JUHHPHQWV� WKH (8 FRQWLQXHV WR FRQVLGHU WKDW PDWWHUV RQ DSSURYDOV RI
DFWLYH VXEVWDQFHV VKRXOG EH GLVFXVVHG H[FOXVLYHO\ LQ WKH 7%7 &RPPLWWHH� DQG PDWWHUV RQ WKH VHWWLQJ
RI 05/V IRU SHVWLFLGHV VKRXOG EH GLVFXVVHG H[FOXVLYHO\ LQ WKH 636 &RPPLWWHH� 7KH (8 IXOILOV DOO LWV
REOLJDWLRQV XQGHU ERWK WKH 7%7 DQG WKH 636 $JUHHPHQW� LQFOXGLQJ QRWLI\LQJ LWV WUDGLQJ SDUWQHUV DERXW
SODQQHG PHDVXUHV WKDW IDOO ZLWKLQ WKH VFRSH RI HLWKHU RI WKHVH DJUHHPHQWV� ,QIRUPDWLRQ DQG FRPPHQWV
UHFHLYHG LQ UHVSRQVH WR WKHVH QRWLILFDWLRQV DUH GXO\ FRQVLGHUHG DQG WDNHQ LQWR DFFRXQW EHIRUH ILQDO
GHFLVLRQV DUH WDNHQ� DV H[SODLQHG LQ (8 UHSOLHV WR WUDGLQJ SDUWQHUV� $V UHJDUGV SRVVLEOH WUDQVLWLRQDO
SHULRGV ZKHQ 05/V DUH ORZHUHG� WKH (8 ZRXOG OLNH WR UHPLQG WKH &RPPLWWHH DERXW WZR NH\
SURYLVLRQV RI VXFK PHDVXUHV� )LUVW� IROORZLQJ WKH IRUPDO DGRSWLRQ� SXEOLFDWLRQ DQG HQWU\ LQWR IRUFH RI
DQ DFW ORZHULQJ 05/V� D GHIHUUHG GDWH RI DSSOLFDWLRQ LV VHW� 7KH GDWH RI DSSOLFDWLRQ LV WKH GDWH IURP
ZKLFK WKH QHZ�ORZHU 05/V DUH HIIHFWLYHO\ HQIRUFHG� 7KH OHQJWK RI WKH GHIHUUDO LV � PRQWKV DIWHU HQWU\
LQWR IRUFH� LQ WKH YDVW PDMRULW\ RI FDVHV� 7KLV GHIHUUDO RI WKH DSSOLFDWLRQ GDWH SHUPLWV LQWHU DOLD WKLUG
FRXQWULHV DQG IRRG EXVLQHVV RSHUDWRUV WR SUHSDUH WKHPVHOYHV WR PHHW WKH QHZ UHTXLUHPHQWV WKDW ZLOO
UHVXOW IURP WKH PRGLILFDWLRQ RI WKH 05/V� 6HFRQG� SURGXFWV SURGXFHG LQ WKH (8 RU LPSRUWHG LQWR WKH
(8 EHIRUH WKH DIRUHPHQWLRQHG DSSOLFDWLRQ GDWH PD\ FRQWLQXH WR EHQHILW IURP WKH ROG�KLJKHU 05/V DQG
UHPDLQ RQ WKH PDUNHW LI LQIRUPDWLRQ VKRZV WKDW D KLJK OHYHO RI FRQVXPHU SURWHFWLRQ LV PDLQWDLQHG�
7KLV LV UHJXODUO\ QRW WKH FDVH ZKHUH 05/V DUH ORZHUHG EHFDXVH WKH VDIHW\ RI FRQVXPHUV FRXOG QRW EH
GHPRQVWUDWHG�

Out of scope
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