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I. Introduction  

7KH�$JUHHPHQW�RQ�WKH�$SSOLFDWLRQ�RI�6DQLWDU\�DQG�3K\WRVDQLWDU\�0HDVXUHV��WKH�
636�$JUHHPHQW�RU�WKH�636���ZKLFK�LV�SDUW�RI�WKH�RUJDQLF�ODZ�RI�WKH�:RUOG�7UDGH�
2UJDQL]DWLRQ��:72���FDQ�DIIHFW�WKH�DELOLW\�RI�JRYHUQPHQWV�WR�SURYLGH�KHDOWK�DQG�
DFKLHYH�ELRVDIHW\��*RYHUQPHQWV�WKDW�DUH�PHPEHUV�RI�WKH�:72�PXVW�IROORZ�636�
UXOHV�LQ�HQDFWLQJ�OHJLVODWLRQ�DQG�LPSOHPHQWLQJ�UHJXODWLRQV�WKDW�FRPH�ZLWKLQ�WKH�
VFRSH�RI�WKH�636�$JUHHPHQW��&RQVXPHU�DQG�HQYLURQPHQWDO�JURXSV�KDYH�ZLGHO\�
FULWLFL]HG�WKHVH�UXOHV�IRU�DOOHJHGO\�XQGHUPLQLQJ�SXEOLF�KHDOWK��



7KLV�$UWLFOH�SURFHHGV�LQ�WKH�IROORZLQJ�ZD\��7KH�QH[W�SDUW��3DUW�,,��UHYLHZV�WKH�
RSHUDWLRQ�RI�WKH�636�$JUHHPHQW��3DUW�,,,�WKHQ�EULHIO\�H[DPLQHV�WZR�LPSRUWDQW�
SROLF\�LVVXHV WKH�SUHFDXWLRQDU\�SULQFLSOH�DQG�SURGXFW�ODEHOLQJ��3DUW�,9�JLYHV�DQ�
RYHUYLHZ�RI�WKH�QHZ�&DUWDJHQD�3URWRFRO�RQ�%LRVDIHW\��7KLV�$UWLFOH�FRQFOXGHV�LQ�
3DUW�9�WKDW��ZKLOH�WKHUH�DUH�OHJLWLPDWH�FRQFHUQV�DERXW�ZKHWKHU�WKH�636�LQWHUIHUHV�
WRR�PXFK�LQ�KHDOWK�SROLF\��D�FRPSUHKHQVLYH�HYDOXDWLRQ�RI�WKH�636�DLPHG�DW�
VHHNLQJ�PDMRU�UHYLVLRQV�LV�SUHPDWXUH��

,,��2SHUDWLRQ�RI�WKH�636�$JUHHPHQW�

&RQFHUQV�DERXW�XQMXVWLILHG�VDQLWDU\�PHDVXUHV�JR�EDFN�PDQ\�GHFDGHV��7KH�
/HDJXH�RI�1DWLRQV�H[DPLQHG�WKLV�SUREOHP�ZLWK�D�YLHZ�WRZDUG�XVLQJ�VFLHQFH�WR�
GHWHUPLQH�WKH�YDOLGLW\�RI�WUDGH�EDQV��+RZHYHU��QR�PXOWLODWHUDO�GLVFLSOLQH�HQVXHG�
XQWLO�������ZKHQ�WKH�*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH��*$77��ZDV�
HVWDEOLVKHG��$OWKRXJK�*$77�UXOHV�ZHUH�LQWHQGHG�WR�SURKLELW�VDQLWDWLRQ�EDVHG�
LPSRUW�EDQV�WKDW�ZHUH�GLVJXLVHG�UHVWULFWLRQV�WR�WUDGH��WKHVH�UXOHV�ZHUH�KDUGO\�
HYHU�WHVWHG��,QVWHDG��D�*$77�6WDQGDUGV�&RGH�ZDV�ZULWWHQ�LQ�������DQG�ZKHQ�
WKDW�SURYHG�LQDGHTXDWH��D�QHZ�HIIRUW�WR�GUDIW�D�VHSDUDWH�636�DJUHHPHQW�ZDV�
EHJXQ�LQ�WKH�ODWH�����V��

7KH�636�EXLOGV�RQ�WKH�*$77�LQ�PDQ\�ZD\V��3HUKDSV�WKH�PRVW�LPSRUWDQW�DGGLWLRQ�
LV�WKH�GLVFLSOLQH�RQ�GRPHVWLF�PHDVXUHV��8QGHU�WKH�*$77��D�GRPHVWLF�KHDOWK�
VWDQGDUG�LPSHGLQJ�DQ�LPSRUW�ZDV�KHOG�RQO\�WR�WKH�SULQFLSOH�RI��QDWLRQDO�
WUHDWPHQW���6R�ORQJ�DV�WKH�LPSRUW�ZDV�WUHDWHG�QR�OHVV�IDYRUDEO\�WKDQ�WKH�GRPHVWLF�
SURGXFW��LW�GLG�QRW�PDWWHU�KRZ�IOLPV\�WKH�MXVWLILFDWLRQ�ZDV�IRU�WKH�GRPHVWLF�
VWDQGDUG��$V�ZLOO�EH�H[SODLQHG�EHORZ��WKH�636�VXEMHFWV�QRQ�GLVFULPLQDWRU\�
GRPHVWLF�PHDVXUHV�WR�VXSHUYLVLRQ�ZKHQHYHU�WKH\�DIIHFW�WUDGH��%HFDXVH�WKH�636�
KDV�PRUH�VWULQJHQW�GLVFLSOLQHV�WKDQ�WKH�*$77��WKH�KHDOWK�H[FHSWLRQ�LQ�*$77�
$UWLFOH�;;�E��LV�QRW�DYDLODEOH�WR�D�JRYHUQPHQW�DV�D�GHIHQVH�LQ�DQ�636�ODZVXLW��

$V�RI�$SULO�������:72�SDQHOV�DQG�WKH�:72�$SSHOODWH�%RG\��WKH�$SSHOODWH�%RG\��
KDYH�KDQGHG�GRZQ�WKUHH�636�MXGJPHQWV��,Q�DOO�WKUHH�FDVHV��WKH�GHIHQGDQW�



JRYHUQPHQW�HPSOR\LQJ�WKH�KHDOWK�PHDVXUH�ORVW��7ZR�RI�WKH�GLVSXWHV�LQYROYHG�
�VDQLWDU\��PHDVXUHV�IRFXVLQJ�RQ�IRRG�VDIHW\�DQG�RQ�ILVKHU\�HFRORJ\��2QH�GLVSXWH�
LQYROYHG��SK\WRVDQLWDU\��PHDVXUHV�IRFXVLQJ�RQ�DJULFXOWXUDO�GLVHDVH���

7KH�ILUVW�FDVH�ZDV�(& 0HDVXUHV�&RQFHUQLQJ�0HDW�DQG�0HDW�3URGXFWV�
�+RUPRQHV�� 7KH�8QLWHG�6WDWHV�DQG�&DQDGD�FRPSODLQHG�DJDLQVW�D�EDQ��EHJXQ�
LQ�������E\�WKH�(XURSHDQ�&RPPXQLWLHV��(&��RQ�WKH�LPSRUWDWLRQ�RI�PHDW�
SURGXFHG�IURP�FDWWOH�WKDW�KDG�EHHQ�LQMHFWHG�ZLWK�RU�IHG�JURZWK�KRUPRQHV��7KH�
(&�KDG�EDQQHG�WKH�XVH�RI�VL[�JURZWK�KRUPRQHV�LQ�(XURSH�WR�SURPRWH�IRRG�VDIHW\�
DQG�VRXJKW�WR�NHHS�RXW�IRUHLJQ�PHDW�SURGXFHG�ZLWK�VXFK�KRUPRQHV��7KH�
UDWLRQDOH�IRU�WKH�EDQ�ZDV�WKDW�WKH�KRUPRQHV�PLJKW�EH�FDUFLQRJHQLF��7KH�
$SSHOODWH�%RG\�UXOHG�DJDLQVW�WKH�(&�LQ�-DQXDU\�������DQ�DUELWUDWRU�JDYH�WKH�
(XURSHDQ�&RPPLVVLRQ��WKH�&RPPLVVLRQ��ILIWHHQ�PRQWKV�WR�EULQJ�LWV�ODZ�LQWR�
FRQIRUPLW\�ZLWK�636�UXOHV��,Q�PLG�������WKH�8QLWHG�6WDWHV�DQG�&DQDGD�LPSRVHG�
WUDGH�UHWDOLDWLRQ�DJDLQVW�WKH�(XURSHDQ�8QLRQ��(8��IRU�IDLOLQJ�WR�OLIW�WKH�EDQ�DJDLQVW�
PHDW�SURGXFHG�XVLQJ�JURZWK�KRUPRQHV��(8�RIILFLDOV�UHIXVH�WR�OLIW�WKH�EDQ�RQ�WKH�
JURXQGV�WKDW�FRQVXPHUV�GR�QRW�ZDQW�WR�HDW�PHDW�SURGXFHG�ZLWK�KRUPRQHV�
EHFDXVH�LW�PD\�EH�XQVDIH��

7KH�VHFRQG�FDVH�ZDV�$XVWUDOLD 0HDVXUHV�$IIHFWLQJ�WKH�,PSRUWDWLRQ�RI�6DOPRQ�
�6DOPRQ���&DQDGD�FRPSODLQHG�DJDLQVW�DQ�$XVWUDOLDQ�EDQ��EHJXQ�LQ�������RQ�WKH�
LPSRUWDWLRQ�RI�IUHVK��FKLOOHG��RU�IUR]HQ�VDOPRQ��L�H���QRW�KHDW�WUHDWHG���$XVWUDOLD�
KDG�HQDFWHG�WKLV�EDQ�WR�SUHYHQW�WKH�LQWURGXFWLRQ�RI�H[RWLF�SDWKRJHQV�QRW�SUHVHQW�
LQ�$XVWUDOLD��7KH�$SSHOODWH�%RG\�UXOHG�DJDLQVW�$XVWUDOLD�LQ�2FWREHU�������DQ�
DUELWUDWRU�JDYH�$XVWUDOLD�HLJKW�PRQWKV�WR�EULQJ�LWV�UHJXODWLRQ�LQWR�FRQIRUPLW\�ZLWK�
636�UXOHV��,Q�)HEUXDU\�������D�:72�SDQHO�IRXQG�WKDW�$XVWUDOLD�IDLOHG�WR�FRPSO\��
&DQDGD�WKHQ�VRXJKW�DXWKRULW\�IURP�WKH�:72�WR�UHWDOLDWH�DJDLQVW�$XVWUDOLD��7KLV�
SUHVVXUH�OHG�WR�D�VHWWOHPHQW�LQ�0D\�������ZKHUHE\�$XVWUDOLD�DJUHHG�WR�DOORZ�LQ�
&DQDGLDQ�VDOPRQ�WKDW�PHHWV�VDQLWDU\�SURFHVVLQJ�VWDQGDUGV��



7KH�WKLUG�FDVH�ZDV�-DSDQ 0HDVXUHV�$IIHFWLQJ�$JULFXOWXUDO�3URGXFWV��$JULFXOWXUDO�
3URGXFWV���7KH�8QLWHG�6WDWHV�FRPSODLQHG�DERXW�D�-DSDQHVH�SK\WRVDQLWDU\�
PHDVXUH��EHJXQ�LQ�������WKDW�EDQQHG�LPSRUWV�RI�DSSOHV��FKHUULHV��QHFWDULQHV��
DQG�ZDOQXWV�SRWHQWLDOO\�LQIHVWHG�ZLWK�FRGGOLQJ�PRWK��,Q�������-DSDQ�KDG�SURYLGHG�
IRU�OLIWLQJ�WKLV�EDQ�VXEMHFW�WR�FHUWDLQ�TXDUDQWLQH�DQG�IXPLJDWLRQ�UHTXLUHPHQWV�
ZKLFK�FDOO�IRU�HDFK�YDULHW\�RI�IUXLW�WR�EH�LQGLYLGXDOO\�WHVWHG��,W�ZDV�WKLV�VHSDUDWH�
WHVWLQJ�UHTXLUHPHQW�WKDW�SURYRNHG�WKH�:72�GLVSXWH��7KH�$SSHOODWH�%RG\�UXOHG�
DJDLQVW�-DSDQ�LQ�)HEUXDU\�������7KHUHDIWHU��-DSDQ�DJUHHG�WR�EULQJ�LWV�UHJXODWLRQ�
LQWR�FRQIRUPLW\�ZLWK�636�UXOHV�E\�WKH�HQG�RI�������DQG�KDV�DSSDUHQWO\�GRQH�VR��

7KH�YLFWRU\�E\�WKH�SODLQWLIIV�LQ�WKHVH�WKUHH�GLVSXWHV�ZLOO�VXUHO\�OHDG�WR�PRUH�VXFK�
FDVHV�LQ�WKH�IXWXUH���

'LVSXWHV�PD\�EH�ORRPLQJ�RQ�LVVXHV�VXFK�DV�DQWLELRWLFV�LQ�DQLPDOV�DQG�JHQHWLFDOO\�
PRGLILHG��*0��RUJDQLVPV��(YHQ�ZKHQ�WKH�VXEVWDQFH�EHLQJ�UHJXODWHG�LV�
XQTXHVWLRQDEO\�KDUPIXO��H�J���GLR[LQ���GLVSXWHV�FDQ�RFFXU�RYHU�ZKHWKHU�WKH�
UHJXODWRU\�UHVSRQVH�LV�EURDGHU�RU�ORQJHU�ODVWLQJ�WKDQ�QHFHVVDU\��

$��2YHUYLHZ�RI�WKH�636�

7KH�636�LV�D�WUDGH�DJUHHPHQW��QRW�D�KHDOWK�DJUHHPHQW��$OWKRXJK�WKH�SUHDPEOH�
WR�WKH�636�WDNHV�QRWH�RI�D�GHVLUH�E\�JRYHUQPHQWV�WR�LPSURYH�KXPDQ�DQG�DQLPDO�
KHDOWK��WKH�636�WDUJHWV�RQO\�WKH�RYHUXVH�RI�QDWLRQDO�KHDOWK�UHJXODWLRQ��7KXV��D�
JRYHUQPHQW�WKDW�DEDQGRQHG�DOO�KHDOWK�UHJXODWLRQV�ZRXOG�QRW�EH�LQ�YLRODWLRQ�RI�WKH�
636��*RYHUQPHQWV�GR�QRW�YLRODWH�WKH�636�E\�SHUPLWWLQJ�H[SRUWV�XQVDIH�IRU�WKH�
IRUHLJQ�FRQVXPHU��

&RQVLGHU�IRRG�VDIHW\��IRU�H[DPSOH��(YHQ�WKRXJK�ZRUOG�IRRG�WUDGH�LV�YHU\�
LPSRUWDQW�HFRQRPLFDOO\�DQG�QXWULWLRQDOO\��WKH�636�FRQWDLQV�QR�PLQLPXP�VWDQGDUG�
IRU�IRRG�VDIHW\�RU�IRU�DSSO\LQJ�VFLHQFH�WR�WKH�IRRG�SURGXFWLRQ�SURFHVV��,Q�RWKHU�
ZRUGV��DOWKRXJK�D�JRYHUQPHQW�FDQ�YLRODWH�WKH�636�E\�XVLQJ�SRRU�VFLHQFH�WR�



LPSRVH�IRRG�VDIHW\�UHJXODWLRQ��D�JRYHUQPHQW�FDQQRW�YLRODWH�WKH�636�E\�
QHJOHFWLQJ�VFLHQFH�LQ�IDLOLQJ�WR�LPSRVH�DGHTXDWH�IRRG�VDIHW\�UHJXODWLRQ��

636�UXOHV�DSSO\�RQO\�WR�VDQLWDU\�DQG�SK\WRVDQLWDU\�PHDVXUHV�DV�GHILQHG�LQ�WKH�
$JUHHPHQW��,Q�EURDG�WHUPV��WKH�636�SHUWDLQV�WR�ODZV�WKDW�SURWHFW�DJDLQVW�
H[SRVXUH�WR�SHVWV��H�J���LQVHFWV�DQG�ZHHGV���GLVHDVH�FDUU\LQJ�RUJDQLVPV��
GLVHDVH�FDXVLQJ�RUJDQLVPV��GLVHDVH�FDUU\LQJ�DQLPDOV�RU�SODQWV��DQG�WR�ODZV�
UHVWULFWLQJ�DGGLWLYHV��FRQWDPLQDQWV��DQG�WR[LQV�LQ�IRRG�DQG�IHHGVWXIIV��)RU�
H[DPSOH��SURWHFWLRQ�DJDLQVW�SHVWLFLGH�UHVLGXHV�LQ�IUXLW�LV�FRYHUHG�E\�WKH�636�
EHFDXVH�VXFK�UHVLGXHV�DUH�FRQWDPLQDQWV��3URWHFWLRQ�DJDLQVW�WKH�HQWU\�RI�H[RWLF�
VSHFLHV�LV�FRYHUHG�LI�WKH�VSHFLHV�FDXVH�GLVHDVH�RU�DUH�SHVWV��2Q�WKH�RWKHU�KDQG��
PDQ\�KHDOWK�RU�HQYLURQPHQWDO�ULVNV�DUH�QRW�FRYHUHG��D�ODZ�UHJXODWLQJ�WKH�HQWU\�RI�
GUXJV�RU�FLJDUHWWHV�ZLOO�XVXDOO\�QRW�FRPH�ZLWKLQ�WKH�WHUPV�RI�WKH�636��3URWHFWLRQ�
DJDLQVW��UHDO�RU�LPDJLQHG��KXPDQ�KHDOWK�ULVNV�IURP�ELRHQJLQHHUHG�SURFHVVHG�
SURGXFWV�LV�DSSDUHQWO\�QRW�FRYHUHG�E\�WKH�636�EHFDXVH�JHQHWLF�PRGLILFDWLRQ�LV�
QRW�OLVWHG�LQ�WKH�DERYH�FDWHJRULHV��%XW�WKH�ULVN�WKDW�ELRHQJLQHHUHG�VHHGV�PLJKW�
VSUHDG�LQVHFW�SHVWV�LV�FRYHUHG�E\�WKH�636�EHFDXVH�WKH��VSUHDG�RI�SHVWV��LV�D�
OLVWHG�636�ULVN��

:KHWKHU�D�SURGXFW�LV�FRYHUHG�E\�WKH�636�KDV�FDXVHG�FRQVLGHUDEOH�FRQIXVLRQ��,I�
WKH�636�DSSOLHV�WR�D�SDUWLFXODU�ULVN��WKHQ�JRYHUQPHQWV�PXVW�QRW�XQGHUWDNH�KHDOWK�
UHJXODWLRQ�SURKLELWHG�E\�636�UXOHV��,I�WKH�636�GRHV�QRW�FRYHU�D�SDUWLFXODU�ULVN��
WKHQ�JRYHUQPHQWV�KDYH�QR�636�REOLJDWLRQV�IRU�WKDW�SURGXFW�RU�SURFHVV��
*RYHUQPHQWV�DUH�QRW�QHFHVVDULO\�SUHYHQWHG�IURP�UHJXODWLQJ�WKDW�ULVN��UDWKHU��WKH�
:72�ZLOO�UHYLHZ�VXFK�UHJXODWLRQ�XQGHU�OHVV�RQHURXV�UXOHV�LQ�WKH�$JUHHPHQW�RQ�
7HFKQLFDO�%DUULHUV�WR�7UDGH��WKH�7%7�$JUHHPHQW�RU�WKH�7%7��RU�WKH�*$77��7KH�
7%7�$JUHHPHQW�GRHV�QRW�VXSHUYLVH�DQ\�PHDVXUH�FRYHUHG�E\�WKH�636�
$JUHHPHQW��

7KH�636�$JUHHPHQW�RQO\�SHUWDLQV�WR�KHDOWK�VWDQGDUGV�DSSOLHG�WR�LPSRUWV��7KXV��D�
FRXQWU\�LPSRVLQJ�DQ�XQVFLHQWLILF�GRPHVWLF�EDQ��H�J���RQ�D�SHVWLFLGH�UHVLGXH��WKDW�



GLG�QRW�DSSO\�WR�LPSRUWV�ZRXOG�QRW�YLRODWH�WKH�636�$JUHHPHQW��2I�FRXUVH��WKLV�
UHWDLQHG�DXWRQRP\�LV�XQOLNHO\�WR�SUHYHQW�WUDGH�FRQIOLFW��*RYHUQPHQWV�GR�QRW�
W\SLFDOO\�LPSRVH�D�KHDOWK�VWDQGDUG�RQ�GRPHVWLF�SURGXFWLRQ�ZKLOH�OHJDOO\�
SHUPLWWLQJ�LPSRUWV�WKDW�GR�QRW�PHHW�WKDW�VWDQGDUG���

%HIRUH�WXUQLQJ�WR�WKH�636�UXOHV��D�EULHI�GLVFXVVLRQ�RI�WKH�EXUGHQ�RI�SURRI�DQG�WKH�
VWDQGDUG�RI�UHYLHZ�PD\�EH�KHOSIXO��$V�LV�W\SLFDO�LQ�ODZVXLWV��WKH�LQLWLDO�EXUGHQ�OLHV�
ZLWK�WKH�SODLQWLII�JRYHUQPHQW�ORGJLQJ�WKH�FRPSODLQW��ZKLFK�PXVW�HVWDEOLVK�D�FOHDU�
�L�H���SULPD�IDFLH��FDVH�RI�LQFRQVLVWHQF\�ZLWK�636�UXOHV��2QFH�WKDW�RFFXUV��WKH�
GHIHQGDQW�JRYHUQPHQW�HPSOR\LQJ�WKH�KHDOWK�PHDVXUH�KDV�WKH�EXUGHQ�WR�EULQJ�
IRUZDUG�HYLGHQFH�DQG�DUJXPHQWV�WR�UHIXWH�WKH�DOOHJDWLRQ�WKDW�LW�LV�YLRODWLQJ�D�:72�
UXOH��7KH�VWDQGDUG�RI�UHYLHZ�GLFWDWHV�ZKHWKHU�WKH�SDQHO�VKRXOG�EH�GHIHUHQWLDO�WR�
WKH�UHJXODWRU\�RU�MXGLFLDO�DXWKRULWLHV�RI�WKH�GHIHQGDQW�FRXQWU\�LPSRVLQJ�WKH�KHDOWK�
PHDVXUH��$V�FDQ�EH�VHHQ�LQ�+RUPRQHV��WKH�$SSHOODWH�%RG\�UHMHFWHG�WKH�
&RPPLVVLRQ V�DUJXPHQWV�IRU�GHIHUHQFH��7KH�$SSHOODWH�%RG\�VWDWHG�WKDW�WKH�UROH�
RI�WKH�SDQHO�LV�WR�PDNH�DQ��REMHFWLYH�DVVHVVPHQW�RI�WKH�IDFWV��UHO\LQJ�RQ�WKH�
HYLGHQFH�DV�SUHVHQWHG�E\�JRYHUQPHQWV�DQG�RXWVLGH�H[SHUWV��

%��636�'LVFLSOLQHV�

7KH�FRPSOH[�636�UXOHV�FDQ�EH�DEULGJHG�LQWR�HLJKW�GLVFLSOLQHV�DQG�RQH�
H[HPSWLRQ��7KLV�VHFWLRQ�ZLOO�EULHIO\�GLVFXVV�WKHVH�UXOHV�GUDZLQJ�IURP�WKH�
ODQJXDJH�RI�WKH�636�DQG��ZKHQ�DYDLODEOH��:72�FDVH�ODZ���

7KH�ILUVW�636�GLVFLSOLQH�LV�WKH�VFLHQFH�UHTXLUHPHQW��636�$UWLFOH�����VWDWHV�WKDW�
JRYHUQPHQWV��VKDOO�HQVXUH�WKDW�DQ\�VDQLWDU\�RU�SK\WRVDQLWDU\�PHDVXUH�LV�DSSOLHG�
RQO\�WR�WKH�H[WHQW�QHFHVVDU\�WR�SURWHFW�KXPDQ��DQLPDO�RU�SODQW�OLIH�RU�KHDOWK��LV�
EDVHG�RQ�VFLHQWLILF�SULQFLSOHV��DQG�LV�QRW�PDLQWDLQHG�ZLWKRXW�VXIILFLHQW�VFLHQWLILF�
HYLGHQFH���,Q�$JULFXOWXUDO�3URGXFWV��WKH�$SSHOODWH�%RG\�LQWHUSUHWHG�WKLV�SURYLVLRQ�
WR�UHTXLUH��D�UDWLRQDO�RU�REMHFWLYH�UHODWLRQVKLS�EHWZHHQ�WKH�636�PHDVXUH�DQG�WKH�
VFLHQWLILF�HYLGHQFH���7KH�SDQHO�DQG�$SSHOODWH�%RG\�FRQFOXGHG�WKDW�$UWLFOH�����ZDV�



EHLQJ�YLRODWHG�EHFDXVH�-DSDQ�FRXOG�QRW�VKRZ�WKDW�WKH�TXDUDQWLQH�DQG�IXPLJDWLRQ�
XVHG�IRU�RQH�YDULHW\�RI�IUXLW�RU�QXW�ZRXOG�EH�LQDGHTXDWH�IRU�RWKHU�YDULHWLHV��

$OWKRXJK�PDQ\�FRPPHQWDWRUV�VXJJHVW�WKDW��VRXQG�VFLHQFH��LV�D�UHTXLUHPHQW�RI�
WKH�636�$JUHHPHQW��WKDW�WHUP�GRHV�QRW�DSSHDU�DQ\ZKHUH�LQ�WKH�$JUHHPHQW�LWVHOI��
,Q�RPLWWLQJ�WKLV�WHUP��WKH�$JUHHPHQW�UHPDLQV�XQFOHDU�DV�WR�ZKDW�H[WHQW�SDQHOV�
PD\�GLVFRXQW�TXHVWLRQDEOH�VFLHQWLILF�ILQGLQJV�SUHVHQWHG�E\�D�JRYHUQPHQW��6R�IDU��
QR�SDQHO�KDV�EHHQ�IDFHG�ZLWK�VXFK�D�GHFLVLRQ��(YHQWXDOO\��D�GLVSXWH�ZLOO�DULVH�
ZKHUH�D�JRYHUQPHQW�SUHVHQWV�D�VFLHQWLILF�VWXG\�IRU�D�636�PHDVXUH�WKDW�LV�WKHQ�
FKDOOHQJHG�E\�RWKHU�VFLHQWLVWV�DV�EHLQJ�D�SRRUO\�FRQGXFWHG�VWXG\��)XWXUH�:72�
SDQHOV�ZLOO�OLNHO\�VHHN�WR�ZHLJK�FRPSHWLQJ�VWXGLHV�LQ�WKH�PDQQHU�WKDW�PDQ\�
QDWLRQDO�FRXUWV�GR��

$�VHFRQG�636�GLVFLSOLQH�LV�WKH�UHTXLUHPHQW�IRU�D�ULVN�DVVHVVPHQW��$QDO\VWV�
ORRNLQJ�IRU�FRKHUHQFH�ZLWKLQ�WKH�:72�PLJKW�YLHZ�WKLV�GLVFLSOLQH�DV�SDUW�RI�D�QHZ�
SUR�FRPSHWLWLYH�UHJXODWRU\�WKUXVW�RI�ZRUOG�WUDGH�UXOHV��$W�D�VXIILFLHQW�OHYHO�RI�
DEVWUDFWLRQ��WKHUH�LV�D�FRPPRQ�WKUHDG�EHWZHHQ�WKH�:72�UHTXLUHPHQWV�WR�SURWHFW�
LQWHOOHFWXDO�SURSHUW\��WR�DGPLQLVWHU�UHJXODWLRQV�RQ�WUDGH�LQ�VHUYLFHV��LQ�D�
UHDVRQDEOH��REMHFWLYH�DQG�LPSDUWLDO�PDQQHU���DQG�WR�XWLOL]H�D�ULVN�DVVHVVPHQW��
7KH�FRPPRQ�WKUHDG�LV�WKH�DUWLFXODWLRQ�RI�DSSURSULDWH�JRYHUQPHQW�UHJXODWRU\�
SUDFWLFHV��

636�$UWLFOH�����UHTXLUHV�JRYHUQPHQWV�WR�HQVXUH�WKDW�WKHLU�VDQLWDU\�DQG�
SK\WRVDQLWDU\�PHDVXUHV�DUH��EDVHG�RQ�DQ�DVVHVVPHQW��DV�DSSURSULDWH�WR�WKH�
FLUFXPVWDQFHV��RI�WKH�ULVNV�WR�KXPDQ��DQLPDO�RU�SODQW�OLIH�RU�KHDOWK���7KLV�
UHTXLUHPHQW�KDV�SURYHQ�WR�EH�RI�FHQWUDO�LPSRUWDQFH�LQ�HQIRUFLQJ�WKH�636�
$JUHHPHQW��LW�ZDV�OLWLJDWHG�LQ�DOO�WKUHH�:72�GLVSXWHV�DQG�FRQVHTXHQWO\��WKHUH�LV�
QRZ�D�VPDOO�ERG\�RI�FDVH�ODZ�LQ�ZKLFK�HDFK�GHIHQGDQW�JRYHUQPHQW�ZDV�IRXQG�WR�
EH�LQ�YLRODWLRQ�RI�$UWLFOH������

:KDW�LV�D�ULVN�DVVHVVPHQW"�7KH�636�$JUHHPHQW�H[SODLQV�WKDW�D�ULVN�DVVHVVPHQW�
FDQ�EH�HLWKHU��WKH�HYDOXDWLRQ�RI�WKH�OLNHOLKRRG�RI�HQWU\��HVWDEOLVKPHQW�RU�VSUHDG�RI�



D�SHVW�RU�GLVHDVH�������RU�WKH�HYDOXDWLRQ�RI�WKH�SRWHQWLDO�IRU�DGYHUVH�HIIHFWV�RQ�
KXPDQ�RU�DQLPDO�KHDOWK�DULVLQJ�IURP�WKH�SUHVHQFH�RI�DGGLWLYHV��FRQWDPLQDQWV��
WR[LQV�RU�GLVHDVH�FDXVLQJ�RUJDQLVPV�LQ�IRRG��EHYHUDJHV�RU�IHHGVWXIIV���,Q�
LQWHUSUHWLQJ�WKLV�SURYLVLRQ��WKH�$SSHOODWH�%RG\�H[SODLQV�WKDW��ZKLOH�DQ�DGHTXDWH�
DVVHVVPHQW�PXVW�HYDOXDWH�WKH�SUREDELOLW\�RI�ULVN��LW�GRHV�QRW�KDYH�WR�PDNH�D�
PRQROLWKLF�ILQGLQJ��7KXV��D�ULVN�DVVHVVPHQW�WKDW�SUHVHQWHG�ERWK�D��PDLQVWUHDP��
DQG�D��GLYHUJHQW��VFLHQWLILF�YLHZ�FRXOG�EH�DQ�DGHTXDWH�DVVHVVPHQW��0RUHRYHU��D�
ULVN�DVVHVVPHQW�LV�QRW�UHTXLUHG�WR�EH�H[SUHVVHG�DV�D�TXDQWLWDWLYH�FRQFOXVLRQ��

$FFRUGLQJ�WR�WKH�$SSHOODWH�%RG\��D�ULVN�DVVHVVPHQW�PXVW�ILQG�HYLGHQFH�RI�DQ�
�DVFHUWDLQDEOH��ULVN��7KH�$SSHOODWH�%RG\�KDV�VWDWHG�WKDW�LW�ZLOO�QRW�EH�VXIILFLHQW�IRU�
JRYHUQPHQWV�WR�LPSRVH�UHJXODWLRQV�VLPSO\�RQ�WKH�EDVLV�RI�WKH��WKHRUHWLFDO��ULVN�
WKDW�XQGHUOLHV�DOO�VFLHQWLILF�XQFHUWDLQW\��,Q�6DOPRQ��IRU�H[DPSOH��WKH�$SSHOODWH�
%RG\�DJUHHG�ZLWK�WKH�SDQHO�WKDW�WKH�DQDO\VLV�FRQGXFWHG�E\�WKH�$XVWUDOLDQ�
*RYHUQPHQW�ZDV�QRW�D�SURSHU�ULVN�DVVHVVPHQW�EHFDXVH�LW�OHQW�WRR�PXFK�ZHLJKW�
WR��XQNQRZQ�DQG�XQFHUWDLQ�HOHPHQWV���2Q�WKH�RWKHU�KDQG��WKHUH�LV�QR�PLQLPDOO\�
VXIILFLHQW�PDJQLWXGH�RI�ULVN�WKDW�UHJXODWRUV�PXVW�DVFHUWDLQ��$GGLQJ�WKLV�XS��WKH�
$SSHOODWH�%RG\�DSSHDUV�WR�EH�VWDWLQJ�WKDW�D�ULVN�DVVHVVPHQW�FDQ�VWLOO�EH�
DFFHSWDEOH�HYHQ�LI�LW�SRLQWV�WR�DQ�H[WUHPHO\�VPDOO�ULVN��

+RUPRQHV�PDGH�FOHDU�WKH�FHQWUDO�LPSRUWDQFH�RI�D�ULVN�DVVHVVPHQW��,Q�WKDW�
GLVSXWH��WKHUH�ZDV�FRQVLGHUDEOH�HYLGHQFH�WKDW�WKH�XVH�RI�KRUPRQHV�DV�D�JURZWK�
SURPRWHU�ZDV�VDIH��<HW�PRVW�RI�WKLV�HYLGHQFH�DVVXPHG�WKDW�WKH�KRUPRQHV�ZRXOG�
EH�XVHG�LQ�DFFRUGDQFH�ZLWK��JRRG�YHWHULQDU\�SUDFWLFH���7KXV��LI�KRUPRQHV�ZHUH�
PLVXVHG�LQ�IDWWHQLQJ�DQLPDOV��WKH�DYDLODEOH�HYLGHQFH�GLG�QRW�GHPRQVWUDWH�WKH�
VDIHW\�RI�HDWLQJ�VXFK�PHDW���

7KLV�ODFXQDH�GLG�QRW�SUHYHQW�WKH�(&�IURP�ORVLQJ�WKH�FDVH��KRZHYHU��(YHQ�ZKLOH�
DGPLWWLQJ�WKDW�KRUPRQH�DEXVH�FRXOG�FRQVWLWXWH�D�KHDOWK�ULVN��WKH�$SSHOODWH�%RG\�
IDXOWHG�WKH�&RPPLVVLRQ�IRU�QRW�KDYLQJ�D�ULVN�DVVHVVPHQW�RI�VXFK�SRWHQWLDO�DEXVH��
$OWKRXJK�LW�LV�RIWHQ�VDLG�WKDW�WKH�636�RQO\�SURKLELWV�LPSRUW�EDQV�RQ�SURGXFWV�WKDW�



KDYH�EHHQ�SURYHQ�VDIH��WKLV�HSLVRGH�VKRZV�WKDW�636�GLVFLSOLQHV�FDQ�GLVDOORZ�D�
KHDOWK�UHJXODWLRQ�DLPHG�DW�D�SRWHQWLDOO\�XQVDIH�SUDFWLFH�ZKHQ�QR�ULVN�DVVHVVPHQW�
H[LVWV��

2QFH�WKH�H[LVWHQFH�RI�DQ�DGHTXDWH�ULVN�DVVHVVPHQW�LV�VKRZQ��WKH�SDQHO�PXVW�
WKHQ�FRQVLGHU�ZKHWKHU�WKH�KHDOWK�PHDVXUH�LV��EDVHG�RQ��WKLV�DVVHVVPHQW��7KH�
$SSHOODWH�%RG\�UHDGV��EDVHG�RQ��DV�D��VXEVWDQWLYH�UHTXLUHPHQW���,Q�WKH�ILUVW�636�
FDVH��+RUPRQHV��WKH�SDQHO�VRXJKW�WR�LPSRVH�D�SURFHGXUDO�UHTXLUHPHQW�WKDW�WKH�
GHIHQGDQW�JRYHUQPHQW�DFWXDOO\�UHO\�XSRQ�WKH�ULVN�DVVHVVPHQW��7KH�SDQHO�WKHQ�
XQGHUWRRN�DQ�DGPLQLVWUDWLYH�ODZ�DQDO\VLV�RI�WKH�&RPPLVVLRQ V�GHFLVLRQ�PDNLQJ�
SURFHVV��7KLV�DSSURDFK�KDG�WKH�HIIHFW�RI�H[FOXGLQJ�QHZ�VFLHQWLILF�HYLGHQFH�WKDW�
DURVH�GXULQJ�WKH�FRXUVH�RI�:72�UHYLHZ��,Q�DQ�LPSRUWDQW�UXOLQJ��WKH�$SSHOODWH�
%RG\�UHMHFWHG�WKLV�DWWHPSW�WR�LQFRUSRUDWH�UXOHPDNLQJ�W\SH�REOLJDWLRQV�LQWR�WKH�
636��

7KH�$SSHOODWH�%RG\�KDV�EHHQ�D�ELW�XQFOHDU�RQ�KRZ�WKLV��EDVHG�RQ��WHVW�RSHUDWHV��
:LWKLQ�WKH�VDPH�GHFLVLRQ��LW�VDLG�WKDW�WKH�ULVN�DVVHVVPHQW�PXVW��VXIILFLHQWO\�
ZDUUDQW����VXIILFLHQWO\�VXSSRUW����UHDVRQDEO\�ZDUUDQW����UHDVRQDEO\�VXSSRUW���RU�
�UDWLRQDOO\�VXSSRUW��XVLQJ�WKH�KHDOWK�PHDVXUH��DQG�WKDW�WKHUH�PXVW�EH�DQ�
�REMHFWLYH�UHODWLRQVKLS��RU�D��UDWLRQDO�UHODWLRQVKLS��EHWZHHQ�WKH�ULVN�DQG�WKH�
PHDVXUH��7KLV�WHVW�ZDV�ILUVW�LPSOHPHQWHG�LQ�WKH�+RUPRQHV�FDVH��ZKHUH�WKH�SDQHO�
DQG�$SSHOODWH�%RG\�IRXQG�WKDW�WKH�WKLQ�(&�ULVN�DVVHVVPHQW�GLG�QRW�UDWLRQDOO\�
VXSSRUW�EDQQLQJ�WKH�LPSRUWDWLRQ�RI�PHDW�SURGXFHG�ZLWK�JURZWK�KRUPRQHV���

7KH�$SSHOODWH�%RG\�QRWHG�WKDW�'U��*HRUJH�/XFLHU�RI�WKH�8�6��1DWLRQDO�,QVWLWXWH�RI�
(QYLURQPHQWDO�+HDOWK�6FLHQFHV��DQ�H[SHUW�FRQVXOWHG�E\�WKH�:72�SDQHO��KDG�
WHVWLILHG�WKDW�RQH�RXW�RI�HYHU\�PLOOLRQ�ZRPHQ�ZRXOG�JHW�EUHDVW�FDQFHU�IURP�HDWLQJ�
PHDW�SURGXFHG�ZLWK�JURZWK�KRUPRQHV��%XW�WKH�$SSHOODWH�%RG\�YLHZHG�/XFLHU V�
WHVWLPRQ\��QRWLQJ�WKDW�KLV�RSLQLRQ�ZDV�QRW�EDVHG�RQ�VWXGLHV�WKDW�KH�KDG�
FRQGXFWHG�DQG�WKDW�KLV�YLHZV�ZHUH��GLYHUJHQW��IURP�WKH�RWKHU�YLHZV�UHFHLYHG�E\�
WKH�SDQHO��,W�LV�XQFOHDU�ZKHWKHU�WKH�$SSHOODWH�%RG\�GLVPLVVHG�/XFLHU V�RSLQLRQ�DV�



VFLHQWLILFDOO\�XQVRXQG��RU�DGMXGJHG�D�RQH�LQ�D�PLOOLRQ�ULVN�WR�ZRPHQ�WR�EH�
XQLPSRUWDQW��

7KH�636�$JUHHPHQW�GRHV�QRW�GLUHFW�:72�SDQHOV�WR�DSSO\�D�EHQHILW�FRVW�
DQDO\VLV��7KXV��VR�ORQJ�DV�D�JRYHUQPHQWDO�PHDVXUH�LV�EDVHG�RQ�DQ�DGHTXDWH�ULVN�
DVVHVVPHQW��WKH�IDFW�WKDW�WKH�PHDVXUH V�FRVW�H[FHHGV�LWV�EHQHILW�ZRXOG�QRW�
FRQVWLWXWH�D�YLRODWLRQ�RI�WKH�636��/RRNLQJ�DKHDG��RQH�FDQ�IRUHVHH�DWWHPSWV�E\�
OLWLJDQW�JRYHUQPHQWV�WR�LPSRVH�DQ�HFRQRPLF�WHVW�RQ�GHIHQGDQW�JRYHUQPHQWV�YLD�
$UWLFOH�����RU�$UWLFOH������ZKLFK�UHTXLUHV�JRYHUQPHQWV�WR��WDNH�LQWR�DFFRXQW�DV�
UHOHYDQW�HFRQRPLF�IDFWRUV��VHYHUDO�IDFWRUV�LQFOXGLQJ��WKH�UHODWLYH�FRVW�
HIIHFWLYHQHVV�RI�DOWHUQDWLYH�DSSURDFKHV�WR�OLPLWLQJ�ULVNV���(YHQ�LQ�LWV�ILUVW�636�
GHFLVLRQ��WKH�$SSHOODWH�%RG\�QRWHG�WKDW�SURPRWLQJ�LQWHUQDWLRQDO�WUDGH�DQG�
SURWHFWLQJ�KXPDQ�KHDOWK�ZHUH��VRPHWLPHV�FRPSHWLQJ��LQWHUHVWV��7KLV�PD\�OHDG�WR�
HIIRUWV�E\�SDQHOV�WR�ZHLJK�WKHVH�FRPSHWLQJ�LQWHUHVWV��

7KH�WKLUG�FRUH�636�GLVFLSOLQH�LV�WKH�UHTXLUHPHQW�IRU�QDWLRQDO�UHJXODWRU\�
FRQVLVWHQF\��$UWLFOH�����VWDWHV�WKDW��>Z@LWK�WKH�REMHFWLYH�RI�DFKLHYLQJ�FRQVLVWHQF\��
LQ�OHYHOV�RI�SURWHFWLRQ�DJDLQVW�KHDOWK�ULVNV��D�JRYHUQPHQW��VKDOO�DYRLG�DUELWUDU\�RU�
XQMXVWLILDEOH�GLVWLQFWLRQV�LQ�WKH�OHYHOV�LW�FRQVLGHUV�WR�EH�DSSURSULDWH�LQ�GLIIHUHQW�
VLWXDWLRQV��LI�VXFK�GLVWLQFWLRQV�UHVXOW�LQ�GLVFULPLQDWLRQ�RU�D�GLVJXLVHG�UHVWULFWLRQ�RQ�
LQWHUQDWLRQDO�WUDGH���7KLV�LV�WKH�PRVW�FRQWURYHUVLDO�636�UXOH�EHFDXVH�LW�VXSHUYLVHV�
D�JRYHUQPHQW V�FKRLFH�RI�D��OHYHO��RI�KHDOWK�SURWHFWLRQ�WR�EH�VRXJKW��

7KH�$SSHOODWH�%RG\�KDV�FRQILUPHG�WKDW�WKHUH�DUH�WKUHH�HOHPHQWV�WR�DQ�$UWLFOH�����
YLRODWLRQ��)LUVW��WKH�GHIHQGDQW�JRYHUQPHQW�PXVW�EH�VHHNLQJ�GLIIHUHQW�OHYHOV�RI�
KHDOWK�SURWHFWLRQ�LQ��FRPSDUDEOH��VLWXDWLRQV��,Q�6DOPRQ��WKH�$SSHOODWH�%RG\�
H[SODLQHG�WKDW�VLWXDWLRQV�DUH��FRPSDUDEOH��ZKHQ�WKHUH�LV��LQ�FRPPRQ�D�ULVN�RI�
HQWU\�������RU�VSUHDG�RI�RQH�GLVHDVH�RI�FRQFHUQ���)RU�H[DPSOH��KHDOWK�UHJXODWLRQV�
RQ�VDOPRQ��IRU�FRQVXPSWLRQ��PD\�EH�FRPSDUHG�WR�UHJXODWLRQV�RQ�KHUULQJ��IRU�
EDLW��EHFDXVH�ERWK�VDOPRQ�DQG�KHUULQJ�FDQ�FDXVH�WKH�VDPH�KHDOWK�ULVN��7KH�
VHFRQG�HOHPHQW�LV�WKDW�WKH�GLIIHUHQFHV�LQ�WKH�JRYHUQPHQW V�LQWHQGHG�OHYHO�RI�



SURWHFWLRQ�PXVW�EH��DUELWUDU\�RU�XQMXVWLILDEOH���7KLV�FDQ�EH�IRXQG�LI�WKH�ULVNV�DUH�
FRPPHQVXUDWH�EXW�WKH�OHYHO�RI�SURWHFWLRQ�LV�GLIIHUHQW��7KH�WKLUG�HOHPHQW�LV�WKDW�WKH�
KHDOWK�PHDVXUH�HPERG\LQJ�WKHVH�GLIIHUHQFHV�UHVXOWV�LQ�GLVFULPLQDWLRQ�RU�D�
GLVJXLVHG�UHVWULFWLRQ�RQ�LQWHUQDWLRQDO�WUDGH��,Q�WKH�GLVSXWHV�VR�IDU��WKH�ILUVW�WZR�
HOHPHQWV�KDYH�EHHQ�PRUH�HDVLO\�VKRZQ��7KHUHIRUH��LW�LV�WKH�WKLUG�HOHPHQW�RQ�
ZKLFK�PDQ\�FDVHV�ZLOO�KLQJH��

,Q�6DOPRQ��WKH�$SSHOODWH�%RG\�PDGH�ILYH�DUJXPHQWV�IRU�FRQFOXGLQJ�WKDW�WKH�
$XVWUDOLDQ�KHDOWK�PHDVXUH�FRQVWLWXWHG�GLVFULPLQDWLRQ�RU�D�GLVJXLVHG�UHVWULFWLRQ�RQ�
WUDGH��,W�ZLOO�EH�XVHIXO�WR�H[DPLQH�WKH�$SSHOODWH�%RG\ V�DQDO\WLFDO�DSSURDFK�
EHFDXVH�WKH�ILYH�DUJXPHQWV�GR�QRW�SURYH�PXFK��7KH�ILUVW�WZR�DUJXPHQWV�ZHUH�
PHUH�ERRWVWUDSSLQJ��WKH�$SSHOODWH�%RG\�SRLQWHG�WR�WKH�ODFN�RI�D�ULVN�DVVHVVPHQW�
�GLVFXVVHG�DERYH�ZLWK�$UWLFOH������DQG�WR�WKH�GLIIHUHQW�OHYHOV�RI�KHDOWK�SURWHFWLRQ�
EHLQJ�VRXJKW�IRU�VDOPRQ�DQG�KHUULQJ��7KH�WKLUG�DUJXPHQW�ZDV�WKDW�WKHUH�ZDV�D�
�VXEVWDQWLDO��GLIIHUHQFH�LQ�WKH�OHYHOV�RI�KHDOWK�SURWHFWLRQ�SXUVXHG��7KH�IRXUWK�
DUJXPHQW�ZDV�WKDW�DQ�$XVWUDOLDQ�*RYHUQPHQW�GUDIW�UHSRUW�LQ�������ZKLFK�ZRXOG�
KDYH�EHHQ�WROHUDQW�RI�VDOPRQ�LPSRUWV��ZDV�UHYLVHG�LQ�WKH�ILQDO�UHSRUW�RI�������7KH�
ILIWK�DUJXPHQW�LV�WKDW�$XVWUDOLD�ODFNV�VWULFW�LQWHUQDO�FRQWUROV�RQ�VDOPRQ�HTXLYDOHQW�
WR�ZKDW�LW�LPSRVHV�DW�WKH�ERUGHU���

7KLV�MXGLFLDO�DSSURDFK�LV�FRQIRXQGLQJ�LQ�LWV�DQDO\WLFDO�ZHDNQHVV�DQG�LQ�LWV�
SRWHQWLDO�IRU�PLVFKLHI��$FFXVLQJ�D�JRYHUQPHQW�RI�WUDGH�GLVFULPLQDWLRQ�RU�D�
GLVJXLVHG�WUDGH�UHVWULFWLRQ�LV�D�VHULRXV�FKDUJH�WKDW�VKRXOG�QRW�EH�KXUOHG�OLJKWO\��$V�
WKH�$XVWUDOLDQ�UHSUHVHQWDWLYH�H[SODLQHG�WR�WKH�$SSHOODWH�%RG\��LW�VKRXOG�QRW�EH�D�
YLRODWLRQ�RI�WKH�:72�IRU�D�JRYHUQPHQW�WR�FKDQJH�D�UHFRPPHQGDWLRQ�EHWZHHQ�D�
GUDIW�DQG�D�ILQDO�UHSRUW��6LPLODUO\��LW�VKRXOG�QRW�EH�D�:72�YLRODWLRQ�IRU�DQ�LVODQG�
FRXQWU\�WR�ODFN�LQWHUQDO�KHDOWK�FRQWUROV�RQ�FRPPHUFH�HTXLYDOHQW�WR�H[WHUQDO�
ERUGHU�FRQWUROV��<HW��DFFRUGLQJ�WR�WKH�$SSHOODWH�%RG\��VXFK�SRVVLEO\�LQQRFHQW�
DFWV�FDQ�DJJUHJDWH�LQWR�D�636�YLRODWLRQ��7KH�PLVWDNH�WKH�$SSHOODWH�%RG\�PDGH�
ZDV�WR�DVVXPH�WKDW�WKH�LQFRKHUHQFH�RI�$XVWUDOLD V�SROLF\�LPSOLHG�D�SURWHFWLRQLVW�
PRWLYDWLRQ��7KLV�SXWV�WKH�:72�LQ�WKH�LQGHIHQVLEOH�SRVLWLRQ�RI�UHIXVLQJ�WR�WROHUDWH�



LUUDWLRQDO�JRYHUQPHQW�SROLF\�LQ�PDWWHUV�RI�SXEOLF�KHDOWK�ZKLOH�FRQWLQXLQJ�WR�
WROHUDWH�LUUDWLRQDO�JRYHUQPHQW�WUDGH�SROLFLHV�VXFK�DV�WDULIIV�DQG�TXRWDV��

$�JRYHUQPHQW�FRQYLFWHG�RI�YLRODWLQJ�$UWLFOH�����KDV�WZR�FKRLFHV�LI�LW�ZDQWV�WR�
FRPSO\��,W�FDQ�XSZDUGO\�KDUPRQL]H�LWV�FKRVHQ�OHYHO�RI�KHDOWK�SURWHFWLRQ�RU�LW�FDQ�
GRZQZDUGO\�KDUPRQL]H��7KXV��DOWKRXJK�LW�ZRXOG�QRW�EH�FRUUHFW�WR�VD\�WKDW�$UWLFOH�
����SURPRWHV�GRZQZDUG�KDUPRQL]DWLRQ��WKHUH�LV�WKDW�SRWHQWLDO�DQG�WKHUHIRUH�WKH�
LPSOHPHQWDWLRQ�RI�636�GHFLVLRQV�VKRXOG�EH�FORVHO\�PRQLWRUHG��

7KH�IRXUWK�FRUH�636�GLVFLSOLQH�LV�WKH�OHDVW�WUDGH�UHVWULFWLYHQHVV�UHTXLUHPHQW��
$UWLFOH�����VWDWHV�WKDW�JRYHUQPHQWV�VKDOO�HQVXUH�WKDW�WKHLU�VDQLWDU\�DQG�
SK\WRVDQLWDU\�PHDVXUHV��DUH�QRW�PRUH�WUDGH�UHVWULFWLYH�WKDQ�UHTXLUHG�WR�DFKLHYH�
WKHLU�DSSURSULDWH�OHYHO��RI�SURWHFWLRQ��7R�SURYH�D�YLRODWLRQ��DQ�DOWHUQDWLYH�
PHDVXUH��WKDW�LV�VLJQLILFDQWO\�OHVV�UHVWULFWLYH�WR�WUDGH��PXVW�EH�UHDVRQDEO\�
DYDLODEOH��

,Q�WZR�FDVHV��WKH�SDQHOV�KHOG�WKDW�$UWLFOH�����ZDV�EHLQJ�YLRODWHG��EXW�ERWK�
GHFLVLRQV�ZHUH�UHYHUVHG�RQ�DSSHDO��7KHVH�$SSHOODWH�%RG\�UXOLQJV�FRQWDLQ�VRPH�
LPSRUWDQW�LQWHUSUHWDWLRQV�RI�$UWLFOH������7KH�ILUVW�LV�WKDW�JRYHUQPHQWV�DUH�REOLJDWHG�
WR�GHWHUPLQH�DQG�UHYHDO�WKHLU�FKRVHQ�OHYHO�RI�SURWHFWLRQ�WR�:72�SDQHOV�VR�WKDW�
636�UXOHV�FDQ�EH�DSSOLHG��$QRWKHU�LV�WKDW�LQ�DQDO\]LQJ�DQ�DOWHUQDWLYH�PHDVXUH��
SDQHOV�ZLOO�FRQVLGHU�ZKHWKHU�LW�PDWFKHV�WKH�LQWHQGHG�OHYHO�RI�SURWHFWLRQ��QRW�WKH�
DFWXDO�OHYHO�RI�SURWHFWLRQ�DFKLHYHG�E\�WKH�636�PHDVXUH�WKDW�LV�WKH�WDUJHW�RI�WKH�
:72�ODZVXLW��7KLUG�LV�WKDW�WKH�FRPSODLQLQJ�FRXQWU\�PXVW�VKRZ�WKDW�WKH�DOWHUQDWLYH�
PHDVXUH�H[LVWV��,Q�RWKHU�ZRUGV��D�SDQHO�PD\�QRW�SRVLW�WKH�DOWHUQDWLYH�EDVHG�RQ�
WKH�DGYLFH�RI�H[SHUWV���

,Q�WKH�PRVW�UHFHQW�636�$UWLFOH�����GHFLVLRQ��WKH�$XVWUDOLD�6DOPRQ�3DQHO�KHOG�WKDW�
WKH�QHZ�PHDVXUHV�LQVWLWXWHG�E\�$XVWUDOLD�YLRODWHG�$UWLFOH������7KH�SDQHO V�
GHFLVLRQ�ZDV�SDUWLFXODUO\�QRWHZRUWK\�LQ�IDLOLQJ�WR�LGHQWLI\�DQ\�SDUWLFXODU�DOWHUQDWLYH�
PHDVXUH�WKDW�ZRXOG�KDYH�IXOILOOHG�$XVWUDOLD V�RZQ�FKRVHQ�OHYHO�RI�SURWHFWLRQ��
LQVWHDG��WKH�SDQHO�SRLQWHG�WR�D�PHQX�RI�RSWLRQV�IURP�ZKLFK�LW�DVVHUWHG�WKDW�



$XVWUDOLD�FRXOG�KDYH�IDVKLRQHG�DQ�DOWHUQDWLYH�SROLF\��,I�IXWXUH�SDQHOV�IROORZ�WKLV�
DSSURDFK��LW�ZLOO�EHFRPH�PXFK�HDVLHU�WR�SURVHFXWH�DQ�$UWLFOH�����FODLP��

7KH�ILIWK�636�GLVFLSOLQH��$UWLFOH������IRUELGV�PHDVXUHV�WKDW��DUELWUDULO\�RU�
XQMXVWLILDEO\�GLVFULPLQDWH��EHWZHHQ�FRXQWULHV��ZKHUH�LGHQWLFDO�RU�VLPLODU�
FRQGLWLRQV�SUHYDLO���,W�DOVR�VWDWHV�WKDW�636�PHDVXUHV��VKDOO�QRW�EH�DSSOLHG�LQ�D�
PDQQHU�ZKLFK�ZRXOG�FRQVWLWXWH�D�GLVJXLVHG�UHVWULFWLRQ�RQ�LQWHUQDWLRQDO�WUDGH���
7KLV�SURYLVLRQ�KDV�QRW�\HW�EHHQ�LQGHSHQGHQWO\�LQYRNHG�LQ�ILQGLQJ�D�636�YLRODWLRQ��

7KH�VL[WK�636�GLVFLSOLQH�LV�WKH�UHTXLUHPHQW�WR�XVH�LQWHUQDWLRQDO�VWDQGDUGV��$UWLFOH�
����VWDWHV�WKDW�JRYHUQPHQWV��VKDOO�EDVH��WKHLU�636�PHDVXUHV�RQ�LQWHUQDWLRQDO�
VWDQGDUGV��ZKHUH�WKH\�H[LVW��H[FHSW�DV�RWKHUZLVH�SURYLGHG��$V�WKLV�SURYLVLRQ�OLQNV�
ZLWK�RWKHUV�LQ�D�YHU\�FRQIXVLQJ�VNHLQ�RI�REOLJDWLRQV�DQG�H[FHSWLRQV��WKLV�$UWLFOH�
ZLOO�VHHN�RQO\�WR�JLYH�D�VXPPDU\�RI�WKLV�SDUW�RI�WKH�636�$JUHHPHQW��,QWHUQDWLRQDO�
VWDQGDUGV�DUH�WKH�VWDQGDUGV�GUDIWHG�E\�RUJDQL]DWLRQV�VXFK�DV�WKH�&RGH[�
$OLPHQWDULXV�&RPPLVVLRQ�IRU�IRRG�VDIHW\��WKH�,QWHUQDWLRQDO�2IILFH�RI�(SL]RRWLFV�IRU�
DQLPDO�KHDOWK��DQG�WKH�,QWHUQDWLRQDO�3ODQW�3URWHFWLRQ�&RQYHQWLRQ�IRU�SODQW�KHDOWK��
:KHQ�VXFK�VWDQGDUGV�GR�QRW�H[LVW��$UWLFOH�����KDV�QR�HIIHFW��

:KHQ�LQWHUQDWLRQDO�VWDQGDUGV�GR�H[LVW��D�JRYHUQPHQW�KDV�WKUHH�FKRLFHV������XVH�
D�KLJKHU�VWDQGDUG�LQ�RUGHU�WR�SXUVXH�D�KLJKHU�OHYHO�RI�KHDOWK�SURWHFWLRQ������XVH�D�
ORZHU�VWDQGDUG��RU�����FRQIRUP�LWV�636�PHDVXUH�WR�WKH�LQWHUQDWLRQDO�VWDQGDUG��%\�
FRQIRUPLQJ�WR�WKH�LQWHUQDWLRQDO�VWDQGDUG��D�JRYHUQPHQW�ZRXOG�JDLQ�D�SUHVXPSWLRQ�
LQ�WKH�:72�WKDW�LWV�PHDVXUH�FRPSOLHV�ZLWK�636�UXOHV��7KLV�SUHVXPSWLRQ�ZRXOG�EH�
UHEXWWDEOH��KRZHYHU��6RPH�DQDO\VWV�KDYH�VXJJHVWHG�WKDW�JRYHUQPHQWV�ZRXOG�
KDYH�D�JUHDWHU�LQFHQWLYH�WR�XVH�LQWHUQDWLRQDO�VWDQGDUGV�LI�WKH\�ZHUH�WUXO\�D��VDIH�
KDUERU��IURP�EHLQJ�FKDOOHQJHG�DV�636�YLRODWLRQV��2WKHU�DQDO\VWV�KDYH�FULWLFL]HG�
EHQFKPDUNLQJ�WR�VWDQGDUGV�GUDIWHG�LQ�FORVHG�SURFHVVHV��)RU�H[DPSOH��LQ�
)HEUXDU\�������WKH�7UDQVDWODQWLF�&RQVXPHU�'LDORJXH�GHFODUHG�WKDW�
�>J@RYHUQPHQWV�VKRXOG�RQO\�UHFRJQL]H�RU�EH�LQYROYHG�LQ�KDUPRQL]DWLRQ�DFWLYLWLHV�



QHJRWLDWHG�LQ�RSHQ��DFFRXQWDEOH�GHPRFUDWLF�IRUD��ZLWK�FOHDU�DYHQXHV�IRU�SXEOLF�
LQSXW�DQG�WUDQVSDUHQW�PHWKRGV�RI�UXOHPDNLQJ�DQG�UHFRUGNHHSLQJ���

,I�D�JRYHUQPHQW�FKRRVHV�WR�SXUVXH�D�OHYHO�RI�KHDOWK�SURWHFWLRQ�KLJKHU�WKDQ�WKH�
LQWHUQDWLRQDO�VWDQGDUG��WKHQ�LW�PXVW�PHHW�DOO�WKH�636�UHTXLUHPHQWV�LQFOXGLQJ�WKH�
GLVFLSOLQHV�GLVFXVVHG�DERYH��7KH�H[LVWHQFH�RI�WKH�LQWHUQDWLRQDO�VWDQGDUG�GRHV�QRW�
SXW�D�JRYHUQPHQW�LQ�D�ZRUVH�SRVLWLRQ�IRU�QRW�KDYLQJ�IROORZHG�LW��7KXV��D�
JRYHUQPHQW�GRHV�QRW�KDYH�WR�MXVWLI\�D�GHYLDWLRQ�IURP�WKH�LQWHUQDWLRQDO�VWDQGDUG��
7KLV�SRLQW�ZDV�OLWLJDWHG�LQ�WKH�+RUPRQHV�FDVH�ZKHUH�WKH�:72�SDQHO��
VXUSULVLQJO\��VRXJKW�WR�VKLIW�WKH�EXUGHQ�RI�SURRI�WR�D�JRYHUQPHQW�WKDW�FKRVH�QRW�WR�
XVH�DQ�LQWHUQDWLRQDO�VWDQGDUG��7KH�$SSHOODWH�%RG\�TXLFNO\�UHYHUVHG�WKLV�UXOLQJ��

,I�D�JRYHUQPHQW�FKRRVHV�WR�SXUVXH�D�OHYHO�RI�KHDOWK�SURWHFWLRQ�ORZHU�WKDQ�WKH�
LQWHUQDWLRQDO�VWDQGDUG��WKHQ�LW�PXVW�PHHW�RWKHU�636�UHTXLUHPHQWV��,W�ZRXOG�QRW�
KDYH�WR�MXVWLI\�WKH�GHYLDWLRQ�IURP�LQWHUQDWLRQDO�VWDQGDUGV��HYHQ�IRU�LWV�H[SRUWV��
7KH�JRYHUQPHQW�QHHG�RQO\�DVVHUW�WKDW�WKH�ORZHU�VWDQGDUG�UHVXOWV�IURP�LWV�FKRVHQ�
OHYHO�RI�SURWHFWLRQ��,W�VKRXOG�DOVR�EH�QRWHG�WKDW�D�JRYHUQPHQW�RI�D�FRXQWU\�
H[SRUWLQJ�IRRG�WKDW�IDLOV�WR�PHHW�LQWHUQDWLRQDO�KHDOWK�VWDQGDUGV�KDV�QR�REOLJDWLRQ�
WR�QRWLI\�LPSRUWLQJ�FRXQWULHV��

7KH�VHYHQWK�636�GLVFLSOLQH�LQYROYHV�WKH�UHFRJQLWLRQ�RI�HTXLYDOHQFH��$UWLFOH�����
UHTXLUHV�WKH�JRYHUQPHQW�RI�DQ�LPSRUWLQJ�FRXQWU\�WR�DFFHSW�D�636�UHJXODWLRQ�E\�
DQ�H[SRUWLQJ�FRXQWU\�DV�HTXLYDOHQW�WR�LWV�RZQ��LI�WKH�H[SRUWLQJ�FRXQWU\ V�
JRYHUQPHQW�FDQ�REMHFWLYHO\�GHPRQVWUDWH�WKDW�LWV�KHDOWK�UHJXODWLRQ�DFKLHYHV�WKH�
OHYHO�RI�SURWHFWLRQ�FKRVHQ�E\�WKH�LPSRUWLQJ�FRXQWU\ V�JRYHUQPHQW��7KLV�SURYLGHV�D�
YDOXDEOH�RSSRUWXQLW\�IRU�H[SRUWLQJ�FRXQWULHV�WKDW�RIWHQ�IDFH�LPSHQHWUDEOH�
UHJXODWRU\�V\VWHPV�LQ�LPSRUWLQJ�FRXQWULHV���

7KH�HLJKWK�636�GLVFLSOLQH�UHJDUGV�DSSURYDO�DQG�LQVSHFWLRQ�SURFHGXUHV��636�
$UWLFOH���DQG�$QQH[�&�UHTXLUH�VXFK�SURFHGXUHV�WR�EH�XQGHUWDNHQ�DQG�FRPSOHWHG�
�ZLWKRXW�XQGXH�GHOD\���7KLV�SURYLVLRQ�KDV�QRW�\HW�EHHQ�WKH�VXEMHFW�RI�GLVSXWH�
VHWWOHPHQW��



,Q�DGGLWLRQ�WR�WKHVH�HLJKW�636�GLVFLSOLQHV��WKHUH�LV�RQH�RWKHU�FRUH�636�SURYLVLRQ��
$UWLFOH������UHJDUGLQJ�SURYLVLRQDO�PHDVXUHV��7KLV�SURYLVLRQ�VWDWHV�WKDW���>L@Q�FDVHV�
ZKHUH�UHOHYDQW�VFLHQWLILF�HYLGHQFH�LV�LQVXIILFLHQW���D�JRYHUQPHQW�PD\�
�SURYLVLRQDOO\�DGRSW�VDQLWDU\�RU�SK\WRVDQLWDU\�PHDVXUHV�RQ�WKH�EDVLV�RI�DYDLODEOH�
SHUWLQHQW�LQIRUPDWLRQ���,Q�VXFK�FLUFXPVWDQFHV��WKH�JRYHUQPHQW�LV�UHTXLUHG�WR�
REWDLQ�DGGLWLRQDO�LQIRUPDWLRQ�QHFHVVDU\�IRU�D�PRUH�REMHFWLYH�DVVHVVPHQW�RI�ULVN�
DQG�WR�UHYLHZ�WKH�636�PHDVXUH�ZLWKLQ�D�UHDVRQDEOH�SHULRG�RI�WLPH��7KLV�
SURYLVLRQ�SURYLGHV�D�TXDOLILHG�H[HPSWLRQ�IURP�636�$UWLFOH������

7KH�ILUVW�FRXQWU\�WR�LQYRNH�$UWLFOH�����ZDV�-DSDQ�LQ�WKH�$JULFXOWXUDO�3URGXFWV�
FDVH��ZKHUHLQ�-DSDQ�DUJXHG�WKDW��YDULHWDO�WHVWLQJ�FRXOG�EH�FRQVLGHUHG�D�
SURYLVLRQDO�PHDVXUH���,Q�DQ�LPSRUWDQW�GHFLVLRQ��WKH�:72�SDQHO�VXJJHVWHG�WKDW�LW�
ZDV�XS�WR�WKH�8QLWHG�6WDWHV��WKH�SODLQWLII��WR�HVWDEOLVK�WKDW�-DSDQ�KDG�QRW�
FRPSOLHG�ZLWK�$UWLFOH������2Q�WKH�IDFWV�EHIRUH�LW��KRZHYHU��WKH�SDQHO�UHMHFWHG�
-DSDQ V�DUJXPHQW�DQG�ZDV�XSKHOG�E\�WKH�$SSHOODWH�%RG\��7KH�$SSHOODWH�%RG\�
VWDWHG�WKDW�-DSDQ�KDG�QRW�REWDLQHG�LQIRUPDWLRQ�IRU�DQ�REMHFWLYH�DVVHVVPHQW�DV�WR�
ZKHWKHU�GLIIHUHQW�IUXLW�YDULHWLHV�PDQLIHVW�GLVVLPLODU�TXDUDQWLQH�HIIHFWV�150a�-DSDQ�
KDG�DOVR�IDLOHG�WR�UHYLHZ�LWV�PHDVXUH�ZLWKLQ�D�UHDVRQDEOH�SHULRG�RI�WLPH��

$�GLVFXVVLRQ�RI�$UWLFOH�����SURYLGHV�D�JRRG�ZLQGRZ�IRU�LQWURGXFLQJ�WKH�VR�FDOOHG�
�SUHFDXWLRQDU\�SULQFLSOH���ZKLFK�LV�UHOHYDQW�WR�WKLV�SURYLVLRQ�DQG�DOVR�UHOHYDQW�WR�
WKH�636�DV�D�ZKROH��7KH�5LR�'HFODUDWLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW��WKH�
5LR�'HFODUDWLRQ���3ULQFLSOH�����VWDWHV�WKDW��>Z@KHUH�WKHUH�DUH�WKUHDWV�RI�VHULRXV�RU�
LUUHYHUVLEOH�GDPDJH��ODFN�RI�IXOO�VFLHQWLILF�FHUWDLQW\�VKDOO�QRW�EH�XVHG�DV�D�UHDVRQ�
IRU�SRVWSRQLQJ�FRVW�HIIHFWLYH�PHDVXUHV�WR�SUHYHQW�HQYLURQPHQWDO�GHJUDGDWLRQ���,Q�
WKH�+RUPRQHV�GLVSXWH��WKH�(&�FKRVH�QRW�WR�LQYRNH�$UWLFOH�����DV�D�GHIHQVH��
LQVWHDG��LW�VRXJKW�WR�MXVWLI\�LWV�IDLOXUH�WR�IROORZ�$UWLFOH�����E\�FDOOLQJ�DWWHQWLRQ�WR�WKH�
SUHFDXWLRQDU\�SULQFLSOH��ZKLFK�LW�FKDUDFWHUL]HG�DV�D�UXOH�RI�FXVWRPDU\�
LQWHUQDWLRQDO�ODZ��7KH�SUHVLGLQJ�:72�SDQHO�UHVSRQGHG�WKDW�HYHQ�LI�LW�ZDV�SDUW�RI�
FXVWRPDU\�LQWHUQDWLRQDO�ODZ��WKH�SUHFDXWLRQDU\�SULQFLSOH�ZRXOG�QRW�RYHUULGH�$UWLFOH�



�����SDUWLFXODUO\�VLQFH�WKH�SUHFDXWLRQDU\�SULQFLSOH�KDG�EHHQ�LQFRUSRUDWHG�LQWR�
$UWLFOH������

7KH�$SSHOODWH�%RG\�DJUHHG�ZLWK�WKLV�FRQFOXVLRQ�DQG�RIIHUHG�VRPH�DGGLWLRQDO�
REVHUYDWLRQV�DERXW�WKH�SUHFDXWLRQDU\�SULQFLSOH��)LUVW��LW�H[SUHVVHG�XQFHUWDLQW\�DV�
WR�ZKHWKHU�WKH�SUHFDXWLRQDU\�SULQFLSOH�KDG�FU\VWDOOL]HG�LQWR�D�JHQHUDO�SULQFLSOH�RI�
FXVWRPDU\�LQWHUQDWLRQDO�HQYLURQPHQWDO�ODZ��6HFRQG��LW�IRXQG�WKDW�RXWVLGH�RI�
HQYLURQPHQWDO�ODZ LQ�RWKHU�ZRUGV��KHDOWK�ODZ WKH�VWDWXV�RI�WKH�SUHFDXWLRQDU\�
SULQFLSOH�DZDLWV�PRUH�DXWKRULWDWLYH�IRUPXODWLRQ��7KLUG��LW�VWDWHG�WKDW�WKH�
SUHFDXWLRQDU\�SULQFLSOH�KDG�QRW�EHHQ�ZULWWHQ�LQWR�WKH�636�$JUHHPHQW�DV�D�JURXQG�
IRU�MXVWLI\LQJ�D�PHDVXUH�WKDW�RWKHUZLVH�YLRODWHV�WKH�636��)RXUWK��LW�VDLG�WKDW�WKH�
SUHFDXWLRQDU\�SULQFLSOH��ILQGV�UHIOHFWLRQ��LQ�636�$UWLFOH������EXW�WKDW�WKLV�SURYLVLRQ�
GRHV�QRW�H[KDXVW�WKH�UHOHYDQFH�RI�WKH�SUHFDXWLRQDU\�SULQFLSOH�IRU�WKH�636��)LIWK��
WKH�$SSHOODWH�%RG\�FRXQVHOV�WKRVH�SDQHOV�FRQVLGHULQJ�ZKHWKHU��VXIILFLHQW�
VFLHQWLILF�HYLGHQFH��H[LVWV�WR�EHDU�LQ�PLQG�WKDW�UHVSRQVLEOH��UHSUHVHQWDWLYH�
JRYHUQPHQWV�FRPPRQO\�DFW�IURP�SHUVSHFWLYHV�RI�SUXGHQFH�DQG�SUHFDXWLRQ�ZKHUH�
ULVNV�DUH�LUUHYHUVLEOH��7KH�$SSHOODWH�%RG\�FRXQWHUEDODQFHV�WKLV�SRLQW��KRZHYHU��
E\�VWDWLQJ�WKDW�WKH�SUHFDXWLRQDU\�SULQFLSOH�GRHV�QRW�E\�LWVHOI�UHOLHYH�D�SDQHO�IURP�
DSSO\LQJ�SULQFLSOHV�RI�WUHDW\�LQWHUSUHWDWLRQ��:KDW�DOO�WKHVH�GLFWD�DGG�XS�WR�PXVW�
DZDLW�FODULILFDWLRQ�LQ�IXWXUH�FDVHV��

$V�QRWHG�DERYH��$UWLFOH�����VWDWHV�WKDW�ZKHQ�UHOHYDQW�VFLHQWLILF�HYLGHQFH�LV�
LQVXIILFLHQW��JRYHUQPHQWV�PD\�SURYLVLRQDOO\�DGRSW�636�PHDVXUHV�RQ�WKH�EDVLV�RI�
DYDLODEOH�SHUWLQHQW�LQIRUPDWLRQ��)XWXUH�DGMXGLFDWLRQV�ZLOO�GHWHUPLQH�KRZ�
LQVXIILFLHQW�HYLGHQFH�FDQ�EH�DQG�VWLOO�MXVWLI\�D�636�PHDVXUH��,W�LV�DOVR�XQFOHDU�
ZKHWKHU�$UWLFOH�����SURYLGHV�DQ�H[HPSWLRQ�WR�RWKHU�636�GLVFLSOLQHV�EH\RQG�
$UWLFOH������

&��$SSUDLVDO�RI�636�'LVSXWH�6HWWOHPHQW�

636�GLVSXWH�VHWWOHPHQW�LV�SURYLGLQJ�JRRG�UHVXOWV�IRU�SURGXFHUV�LQ�H[SRUWLQJ�
FRXQWULHV��7KUHH�FRPSODLQWV�KDYH�EHHQ�EURXJKW�WR�WKH�:72�DQG�KDYH�EHHQ�



DGMXGLFDWHG�LQ�IDYRU�RI�WKH�H[SRUWHU��$V�RI�-XQH�������WZR�RI�WKHVH�GHFLVLRQV�
KDYH�IRUFHG�FKDQJHV�LQ�QDWLRQDO�KHDOWK�UHJXODWLRQV��&KDPSLRQV�RI�636�FODLP�WKDW�
QR�KHDOWK�LQWHUHVWV�KDYH�EHHQ�VDFULILFHG�EHFDXVH�WKH�RYHUUXOHG�LPSRUW�EDQV�ZHUH�
XQMXVWLILHG��EXW�XQWLO�QHZ�LPSRUWV�HQWHU��DQG�WLPH�HQVXHV��QR�RQH�FDQ�NQRZ�IRU�
VXUH���

5HVROYLQJ�WKH�OHJDO�GLVSXWH�LV�QRW�HTXLYDOHQW�WR�UHVROYLQJ�WKH�KHDOWK�GLVSXWH��
6XSSRVH�WKDW�$XVWUDOLD�FRPSOLHV�ZLWK�WKH�:72�UXOLQJ��DOORZV�LQ�&DQDGLDQ�
VDOPRQ��DQG�WKHQ�VXIIHUV�D�KXJH�ORVV�IURP�IRUHLJQ�VDOPRQ�GLVHDVH��:KR�ZRXOG�
EHDU�WKH�FRVW�RI�WKH�:72�SDQHO�EHLQJ�ZURQJ�DERXW�WKH�GDQJHU�RI�DOLHQ�
SDWKRJHQV"�6XUHO\�QRW�WKH�SDQHO��1RW�WKH�&DQDGLDQ�H[SRUWHU��QRU�WKH�:72��1R��LW�
ZRXOG�EH�$XVWUDOLDQV�WKDW�ZRXOG�VXIIHU�WKDW�OLDELOLW\��5LJKW�QRZ��GHIHQGDQW�
FRXQWULHV�OLNH�$XVWUDOLD�KDYH�QRWKLQJ�WR�JDLQ�IURP�636�OLWLJDWLRQ�DQG�SODLQWLII�
FRXQWULHV�OLNH�&DQDGD�KDYH�QRWKLQJ�WR�ORVH��

,W�VKRXOG�DOVR�EH�QRWHG�WKDW�WKH�636�$JUHHPHQW ZKLFK�ZDV�ODUJHO\�LQLWLDWHG�E\�
WKH�8�6��JRYHUQPHQW IDYRUV�WKRVH�FRXQWULHV�WKDW�KDYH�D�VXUIHLW�RI�DGPLQLVWUDWLYH�
SURFHGXUHV��*RYHUQPHQWV�WKDW�FDQ�SURGXFH�D�YROXPLQRXV�ULVN�DVVHVVPHQW��VKRZ�
WKDW�LW�ZDV�FRQVLGHUHG�E\�UHJXODWRUV��DQG�GRFXPHQW�HDFK�VWHS�RI�WKH�UHJXODWRU\�
SURFHVV�ZLOO�SUREDEO\�GR�EHWWHU�DV�636�GHIHQGDQWV�WKDQ�FRXQWULHV�ZLWK�WKLQQHU�
UHJXODWRU\�VWUXFWXUHV��7KLV�PD\�EH�RQH�UHDVRQ�ZK\�QR�FDVH�KDV�EHHQ�ORGJHG�
DJDLQVW�WKH�8QLWHG�6WDWHV�HYHQ�WKRXJK�WKHUH�DUH�QXPHURXV�8�6��UHJXODWLRQV�WKDW�
NHHS�RXW�IRUHLJQ�DJULFXOWXUDO�SURGXFWV��2Q�WKH�RWKHU�KDQG��WKH�8QLWHG�6WDWHV�FRXOG�
EH�GLVDGYDQWDJHG�E\�LWV�DFWLYLVW�MXGLFLDU\��,I�D�IHGHUDO�DJHQF\�XQGHUWDNHV�D�ULVN�
DVVHVVPHQW�DQG�GHFLGHV�WR�DOORZ�LQ�DQ�LPSRUW��DQG�WKHQ�WKH�DJHQF\ V�DFWLRQ�LV�
RYHUWXUQHG�E\�D�FRXUW�IRU�KDYLQJ�H[FHHGHG�WKH�DJHQF\ V�DXWKRULW\��WKH�H[SRUWLQJ�
FRXQWU\�ZRXOG�KDYH�D�VWURQJ�636�FDVH�DJDLQVW�WKH�8QLWHG�6WDWHV��

$OWKRXJK�PRVW�636�GLVFLSOLQHV�QHHG�H[WHQGHG�REVHUYDWLRQ�EHIRUH�RQH�FDQ�GUDZ�
DQ\�FRQFOXVLRQ��LW�LV�QRW�WRR�VRRQ�WR�EHJLQ�GUDZLQJ�FRQFOXVLRQV�DERXW�$UWLFOH������
WKH�UHTXLUHPHQW�IRU�UHJXODWRU\�FRQVLVWHQF\�LQ�OHYHOV�RI�KHDOWK�SURWHFWLRQ�EHLQJ�



VRXJKW��,Q�FRQGXFWLQJ�DQ�H[DPLQDWLRQ�RI�QDWLRQDO�SROLF\PDNLQJ��D�636�SDQHO�LV�
ERXQG�WR�SURYRNH�SXEOLF�FRQFHUQ�DERXW�WKH�ORVV�LQ�UHJXODWRU\�DXWRQRP\��7KH�
VWULQJHQF\�RI�636�$UWLFOH�����FDQ�EH�VHHQ�E\�FRPSDULQJ�LW�WR�8�6��&RPPHUFH�
&ODXVH�DQG�(XURSHDQ�&RPPXQLW\�LQWHUQDO�PDUNHW�MXULVSUXGHQFH��:KLOH�DQ�RGG�
H[FHSWLRQ�PD\�H[LVW��IDFLDOO\�QHXWUDO�UHJXODWLRQV�DUH�QRW�VWUXFN�GRZQ�HLWKHU�LQ�
(XURSH�RU�WKH�8QLWHG�6WDWHV�IRU�EHLQJ�PRUH�VWULQJHQW�WKDQ�UHJXODWLRQV�DSSOLHG�LQ�
FRPSDUDEOH�VLWXDWLRQV��7KXV��$UWLFOH�����LV�WRR�H[WUHPH�DQ�VKRXOG�EH�UHSHDOHG��

,,,��3UHFDXWLRQDU\�3ULQFLSOH�DQG�/DEHOLQJ�

3DUW�,,,�RI�WKLV�$UWLFOH�UHYLHZV�WZR�RI�WKH�PRVW�FRQWURYHUVLDO�WRSLFV�LQ�636�ODZ��7KH�
ILUVW�VHFWLRQ�RI�WKLV�3DUW�GLVFXVVHV�WKH�DPELJXLWLHV�RI�WKH�SUHFDXWLRQDU\�SULQFLSOH�
DQG�KRZ�WKH\�UHODWH�WR�WKH�636��,Q�WKH�VHFRQG�VHFWLRQ��WKH�WRSLF�RI�ODEHOLQJ��
SDUWLFXODUO\�DV�LW�UHODWHV�WR�*0�SURGXFWV��LV�GLVFXVVHG��

$��3UHFDXWLRQDU\�3ULQFLSOH�

$V�QRWHG�DERYH��WKH�$SSHOODWH�%RG\�KHOG�WKDW�WKH�SUHFDXWLRQDU\�SULQFLSOH�ILQGV�
UHIOHFWLRQ�LQ�636�$UWLFOH������ZKLFK�VWDWHV�WKDW�ZKHUH�VFLHQWLILF�HYLGHQFH�LV�
LQVXIILFLHQW��JRYHUQPHQWV��PD\�SURYLVLRQDOO\�DGRSW�VDQLWDU\�RU�SK\WRVDQLWDU\�
PHDVXUHV�RQ�WKH�EDVLV�RI�DYDLODEOH�SHUWLQHQW�LQIRUPDWLRQ���$UWLFOH�����SURYLGHV�
OHHZD\�WR�DQ�LQWHUYHQWLRQLVW�PLQGHG�JRYHUQPHQW�ZRUULHG�DERXW�XQNQRZQ�ULVN��$W�
WKLV�HDUO\�VWDJH�RI�636�DGMXGLFDWLRQ��WKHUH�LV�QR�UHDVRQ�WR�FRQFOXGH�WKDW�WKH�
H[LVWLQJ�ODQJXDJH�LQ�$UWLFOH�����LV�LQDGHTXDWH�WR�DGGUHVV�WKH�SUREOHP�RI�XQFHUWDLQ�
VFLHQFH��

1HYHUWKHOHVV��$UWLFOH�����LV�YLHZHG�DV�LQVXIILFLHQW�IURP�WZR�VLGHV��&RQVXPHU�
JURXSV�DQG�WKH�&RPPLVVLRQ�VD\�WKDW�WKH�SUHFDXWLRQDU\�SULQFLSOH�VKRXOG�EH�
ZULWWHQ�LQWR�WKH�$UWLFOH��RU��PRUH�EURDGO\��LQWR�WKH�:72�$JUHHPHQW��7KH�ZRUG�
�SURYLVLRQDOO\��LV�DOVR�REMHFWHG�WR�EHFDXVH�LW�VXJJHVWV�WKDW�SUHFDXWLRQDU\�
PHDVXUHV�VKRXOG�EH�WLPH�OLPLWHG��2Q�WKH�RWKHU�VLGH��VRPH�EXVLQHVV�JURXSV�DQG�



GHYHORSLQJ�FRXQWU\�JRYHUQPHQWV�YLHZ�$UWLFOH�����DV�D�SRWHQWLDO�ORRSKROH�WKDW�
DOORZV�WUDGH�UHVWULFWLRQV�ODFNLQJ�D�VFLHQWLILF�EDVLV��

2QH�SUREOHP�ZLWK�LQFRUSRUDWLQJ�WKH�SUHFDXWLRQDU\�SULQFLSOH�LQWR�WKH�636�LV�WKDW�
WKHUH�LV�QR�VLQJOH�DXWKRULWDWLYH�VWDWHPHQW�RI�WKH�SULQFLSOH��7KH�YDULRXV�
LQWHUJRYHUQPHQWDO�UHQGLWLRQV�RI�WKH�SULQFLSOH�GLIIHU�RQ�NH\�HOHPHQWV��)RU�H[DPSOH��
WKH������:RUOG�&KDUWHU�IRU�1DWXUH�VWDWHV�WKDW��>D@FWLYLWLHV�ZKLFK�DUH�OLNHO\�WR�SRVH�
D�VLJQLILFDQW�ULVN�WR�QDWXUH�VKDOO�EH�SUHFHGHG�E\�DQ�H[KDXVWLYH�H[DPLQDWLRQ��WKHLU�
SURSRQHQWV�VKDOO�GHPRQVWUDWH�WKDW�H[SHFWHG�EHQHILWV�RXWZHLJK�SRWHQWLDO�GDPDJH�
WR�QDWXUH��DQG�ZKHUH�SRWHQWLDO�DGYHUVH�HIIHFWV�DUH�QRW�IXOO\�XQGHUVWRRG��WKH�
DFWLYLWLHV�VKRXOG�QRW�SURFHHG���7KLV�VHHPV�WR�EH�GLUHFWHG�DW�LQGLYLGXDO�HFRQRPLF�
DFWLYLW\�DQG�PDQGDWHV�D�FRVW�EHQHILW�DQDO\VLV��,Q�������WKH�%HUJHQ�&RQIHUHQFH�
0LQLVWHULDO�'HFODUDWLRQ�RQ�6XVWDLQDEOH�'HYHORSPHQW��WKH�%HUJHQ�'HFODUDWLRQ��
HPSOR\HG�WKH�WHUP��SUHFDXWLRQDU\�SULQFLSOH��DQG�VWDWHV�WKDW��>Z@KHUH�WKHUH�DUH�
WKUHDWV�RI�VHULRXV�RU�LUUHYHUVLEOH�GDPDJH��ODFN�RI�IXOO�VFLHQWLILF�FHUWDLQW\�VKRXOG�QRW�
EH�XVHG�DV�D�UHDVRQ�IRU�SRVWSRQLQJ�PHDVXUHV�WR�SUHYHQW�HQYLURQPHQWDO�
GHJUDGDWLRQ���7KH�%HUJHQ�'HFODUDWLRQ�VHHPV�WR�EH�GLUHFWHG�DW�JRYHUQPHQWDO�
PHDVXUHV�DQG�SURSRVHV�WKDW�WKH\�JR�IRUZDUG�LQ�WKH�DEVHQFH�RI�IXOO�VFLHQWLILF�
FHUWDLQW\��0HDVXUHV�WR�SUHYHQW�HQYLURQPHQWDO�GHJUDGDWLRQ�FRXOG�EH�LQKLELWRU\�
�H�J���JRYHUQPHQW�UHJXODWLRQV��RU�SURPRWLRQDO��H�J���JRYHUQPHQW�VXEVLGLHV���

7KH�PRVW�ZHOO�NQRZQ�IRUPXODWLRQ�FDPH�LQ�WKH�5LR�'HFODUDWLRQ�RI�������'HQRWHG�
DV�WKH��SUHFDXWLRQDU\�DSSURDFK���LW�VWDWHV�WKDW��>Z@KHUH�WKHUH�DUH�WKUHDWV�RI�
VHULRXV�RU�LUUHYHUVLEOH�GDPDJH��ODFN�RI�IXOO�VFLHQWLILF�FHUWDLQW\�VKDOO�QRW�EH�XVHG�DV�
D�UHDVRQ�IRU�SRVWSRQLQJ�FRVW�HIIHFWLYH�PHDVXUHV�WR�SUHYHQW�HQYLURQPHQWDO�
GHJUDGDWLRQ���7KLV�SURYLVLRQ�VHHPV�WR�EH�GLUHFWHG�DW�JRYHUQPHQWDO�PHDVXUHV�DQG�
VXJJHVWV�WKDW�FRVW�HIIHFWLYH�DFWLRQ�QRW�EH�SRVWSRQHG�ZKLOH�DZDLWLQJ�PRUH�
VFLHQWLILF�LQIRUPDWLRQ��6LPLODU�WR�DOO�YHUVLRQV�RI�WKH�SUHFDXWLRQDU\�SULQFLSOH��LW�
SURYLGHV�JXLGDQFH�LQ�VLWXDWLRQV�RI�VFLHQWLILF�XQFHUWDLQW\��$FFRUGLQJ�WR�-DPHV�
&DPHURQ��D�OHDGLQJ�OHJDO�H[SHUW�RQ�WKH�SULQFLSOH��ZKHQ�VFLHQWLILF�FHUWDLQW\�LV�
SUHVHQW��PHDVXUHV�WR�IRUHVWDOO�KDUP�DUH��SUHYHQWDWLYH���QRW�SUHFDXWLRQDU\��



,W�LV�XQFOHDU�ZKDW��FRVW�HIIHFWLYH��PHDQV�LQ�WKLV�FRQWH[W��,Q�������WKH�&RPPLVVLRQ�
IRUPXODWHG�JXLGHOLQHV�IRU�WKH�DSSOLFDWLRQ�RI�WKH�SUHFDXWLRQDU\�SULQFLSOH�ZKLFK�
VWDWH�WKDW��>P@HDVXUHV�EDVHG�RQ�WKH�SUHFDXWLRQDU\�SULQFLSOH�PXVW�LQFOXGH�D�
FRVW�EHQHILW�DVVHVVPHQW����������7KLV�DFFRUGV�ZLWK�WKH�YLHZV�RI�RQH�SURPLQHQW�
HQYLURQPHQWDO�DQDO\VW�ZKR�H[SODLQV�WKDW��>L@W�LV�FULWLFDO�WR�UHFRJQL]H�WKDW�WKH�
SUHFDXWLRQDU\�SULQFLSOH�LV�PHDQLQJOHVV�ZLWKRXW�D�UREXVW�DQDO\VLV�RI�WKH�HFRQRPLF�
DVSHFWV�RI�LWV�DSSOLFDWLRQ�LQ�SDUWLFXODU�FDVHV���

,QFRUSRUDWLQJ�WKH�5LR�'HFODUDWLRQ�SUHFDXWLRQDU\�DSSURDFK�LQWR�WKH�636�ZRXOG�
FRQVWLWXWH�D�PDMRU�FKDQJH�EHFDXVH��DV�SUHVHQWO\�LQWHUSUHWHG��WKH�636�GRHV�QRW�
PDQGDWH�UHOLDQFH�RQ�EHQHILW�FRVW�DQDO\VLV��7KH�636�SHUPLWV�JRYHUQPHQWV�WR�
LPSRVH�YHU\�FRVWO\�FRQWUROV�VR�ORQJ�DV�VRPH�PLQLPDO�ULVN�LV�EHLQJ�DYRLGHG��
$OWKRXJK�WKH�SUHFDXWLRQDU\�SULQFLSOH�PLJKW�ORRVHQ�WKH�636�LQ�DOORZLQJ�UHJXODWLRQ�
ZLWKRXW��IXOO�VFLHQWLILF�FHUWDLQW\���VXFK�ORRVHQLQJ�ZRXOG�EH�FRXQWHUHG�E\�D�QHZ�
UHTXLUHPHQW�IRU�D�FRVW�HIIHFWLYHQHVV�ILQGLQJ��7KXV��FRQWUDU\�WR�WKH�DVVXPSWLRQV�RI�
VRPH�FRQVXPHU�DGYRFDWHV��DGGLQJ�WKH�SUHFDXWLRQDU\�SULQFLSOH�WR�WKH�636�ZRXOG�
QRW�QHFHVVDULO\�PDNH�LW�HDVLHU�IRU�JRYHUQPHQWV�WR�MXVWLI\�EDQV�RQ�KRUPRQHV�RU�
*0�SURGXFWV��

7KHUH�LV�QR�RQH�RIILFLDO�UHQGLWLRQ�RI�WKH�SUHFDXWLRQDU\�SULQFLSOH��6RPH�
FRPPHQWDWRUV�H[FOXGH�WKH�FRVW�EHQHILW�WHVW��IRU�LQVWDQFH��WKH�:72�6HFUHWDULDW�
VWDWHV�WKDW�WKH�SUHFDXWLRQDU\�SULQFLSOH�FDOOV�IRU�FDXWLRQ��WR�HQVXUH�VDIHW\�PDUJLQV�
DJDLQVW�SRVVLEO\�LUUHYHUVLEOH�GDPDJH���$QRWKHU�LQWHUSUHWLYH�LVVXH�LQYROYHV�WKH�
DOORFDWLRQ�RI�WKH�EXUGHQ�RI�SURRI�LQ�D�UHJXODWRU\�SURFHVV��)RU�H[DPSOH��WKH������
:LQJVSUHDG�6WDWHPHQW�RQ�WKH�3UHFDXWLRQDU\�3ULQFLSOH�VD\V�WKDW��>Z@KHQ�DQ�
DFWLYLW\�UDLVHV�WKUHDWV�RI�KDUP�WR�KXPDQ�KHDOWK�RU�WKH�HQYLURQPHQW��SUHFDXWLRQDU\�
PHDVXUHV�VKRXOG�EH�WDNHQ�HYHQ�LI�VRPH�FDXVH�DQG�HIIHFW�UHODWLRQVKLSV�DUH�QRW�
IXOO\�HVWDEOLVKHG�VFLHQWLILFDOO\��,Q�WKLV�FRQWH[W�WKH�SURSRQHQW�RI�DQ�DFWLYLW\��UDWKHU�
WKDQ�WKH�SXEOLF��VKRXOG�EHDU�WKH�EXUGHQ�RI�SURRI���7KH�DGYRFDF\�JURXS�3XEOLF�
&LWL]HQ�VWDWHV�WKH�SULQFLSOH�DV��SRWHQWLDOO\�GDQJHURXV�VXEVWDQFHV�PXVW�EH�SURYHQ�
VDIH�EHIRUH�WKH\�DUH�SXW�RQ�WKH�PDUNHW���%RWK�WKH�:LQJVSUHDG�DQG�3XEOLF�&LWL]HQ�



IRUPXODWLRQV�VHHN�WR�SXW�WKH�RQXV�RQ�WKH�SURGXFHU�UDWKHU�WKDQ�WKH�UHJXODWRU��7KH�
:RUOG�&KDUWHU�IRU�1DWXUH�VHHPV�WR�GR�VR�DV�ZHOO��

*LYHQ�WKHVH�YDULDWLRQV��WKH�H[LVWHQFH�RI�D�FRKHUHQW�SUHFDXWLRQDU\�SULQFLSOH�
VHHPV�GRXEWIXO��3URSRQHQWV�RI�WKH�SULQFLSOH�QHHG�WR�H[SODLQ�ZKDW�LWV�YDOXH�DGGHG�
ZRXOG�EH�WR�D�UDWLRQDO�GHFLVLRQ�PDNHU�XVLQJ�DQDO\WLFDO�WHFKQLTXHV�IRU�WKH�
HVWLPDWLRQ�DQG�PDQDJHPHQW�RI�ULVNV��,W�LV�QRW�FOHDU�WKDW�WKH�SULQFLSOH�RI�
�SUHFDXWLRQ���RU�VLPSO\�FDXWLRQ��ZRXOG�LPSURYH�WKH�TXDOLW\�RI�GHFLVLRQV��

$�OLWWOH�QRWHG�FKDUDFWHULVWLF�RI�636�UXOHV�LV�WKDW�WKH\�DSSO\�LQ�WKH�VDPH�ZD\�WR�
QDWLRQDO�UHJLPHV�ZKHUH��

�$��SULYDWH�DFWLYLWLHV�DUH�SURKLELWHG�XQOHVV�WKH�SURSRQHQW�VKRZV�WKHP�WR�EH�
VDIH��DQG�

�%��SULYDWH�DFWLYLWLHV�DUH�SHUPLWWHG�XQOHVV�D�UHJXODWRU�VKRZV�WKHP�WR�EH�
XQVDIH�DQG�KHQFH�SURKLELWV�WKHP��

:KLOH�WKHUH�DUH�SUREDEO\�QR�JRYHUQPHQWV�WKDW�DUH�SXUH�7\SH�$�RU�%��
JRYHUQPHQWV�GLIIHU�ZLGHO\�LQ�WKHLU�UHJXODWRU\�DSSURDFK�WR�ULVN��<HW�WKH�636�LV�
SURFUXVWHDQ�LQ�UHTXLULQJ�HYLGHQFH�RI�ULVN�EHIRUH�D�SURGXFW�FDQ�EH�UHJXODWHG��RWKHU�
WKDQ�SURYLVLRQDOO\���(YHQ�UHJXODWRU\�LQDFWLRQ UHIXVLQJ�WR�DSSURYH�D�QHZ�SURGXFW
LV�D�JRYHUQPHQWDO�PHDVXUH�LI�WKHUH�LV�DQ�XQGHUO\LQJ�ODZ�ZKLFK�SURKLELWV�DFWLYLWLHV�
XQOHVV�WKH\�DUH�SHUPLWWHG��

636�UXOHV�DUH�QRW�QHXWUDO�EHWZHHQ�7\SH�$�DQG�%�FRXQWULHV��&RQVLGHU�WKH�
IROORZLQJ�H[DPSOH��6XSSRVH�D�UHJXODWRU�ZDQWV�WR�EH�YHU\�FDXWLRXV�DERXW�WKH�
ELRHQJLQHHULQJ�SUDFWLFH�RI�EOHQGLQJ�ILVK�JHQHV�LQWR�IUXLW�DQG�GHFLGHV�WR�ZDLW�
WZHQW\�\HDUV��L�H���RQH�KXPDQ�JHQHUDWLRQ��RI�LQQRFXRXV�XVH�HOVHZKHUH�EHIRUH�
JUDQWLQJ�DSSURYDO�IRU�VXFK�*0�SURGXFWV��$VVXPLQJ�WKDW�*0�SURGXFWV�FRPH�
ZLWKLQ�WKH�VFRSH�RI�WKH�636��LWV�UXOHV�ZRXOG�VHHP�WR�GLVDOORZ�VXFK�H[WUHPH�ULVN�
DYHUVLRQ��LI�WZHQW\�\HDUV�LV�WRR�ORQJ�WR�EH��SURYLVLRQDO���7KLV�H[DPSOH�VKRZV�WKDW�



7\SH�$�FRXQWULHV�PD\�KDYH�D�KDUGHU�WLPH�FRPSO\LQJ�ZLWK�WKH�636�WKDQ�7\SH�%�
FRXQWULHV��

7KLV�VLWXDWLRQ�KDV�OHG�PDQ\�HQYLURQPHQWDOLVWV�WR�FDOO�IRU�D�FKDQJH�LQ�WKH�EXUGHQ�
RI�SURRI�LQ�:72�636�SURFHHGLQJV��,Q�WKH�+RUPRQHV�GLVSXWH��IRU�H[DPSOH��WKH�
8QLWHG�6WDWHV�ZDV�DEOH�WR�SUHYDLO�E\�VKRZLQJ�WKDW�WKH�&RPPLVVLRQ V�KRUPRQH�
EDQ�ZDV�QRW�EDVHG�RQ�D�ULVN�DVVHVVPHQW��7KH�636�UXOHV�FRXOG�EH�FKDQJHG�WR�
UHTXLUH�WKH�8QLWHG�6WDWHV�WR�SURYH�WKDW�WKH�EDQQHG�KRUPRQHV�DUH�VDIH��

7KH�WLJKWQHVV�RI�636�UXOHV�LV�RQO\�RQH�DVSHFW�RI�WKH�EURDGHU�GHEDWH�DERXW�WKH�
SUHFDXWLRQDU\�SULQFLSOH��3URSRQHQWV�KDYH�D�PXFK�EURDGHU�JRDO�WKDQ�WDNLQJ�WKH�
:72 V�WKXPE�RII�QDWLRQDO�UHJXODWRUV��7KH\�ZDQW�WR�IRUWLI\�QDWLRQDO�UHJXODWLRQ�RI�
WHFKQRORJLFDO�FKDQJH��,W�ZRXOG�EH�LQWHUHVWLQJ�WR�UXQ�D�VLPXODWLRQ�RI�D��VWURQJ��
SUHFDXWLRQDU\�SULQFLSOH�DQG�DSSO\�LW�WR�WKH�PDMRU�LQQRYDWLRQV�RI�WKH�7ZHQWLHWK�
&HQWXU\��VXFK�DV�QXFOHDU�ILVVLRQ��ODVHUV��MHW�HQJLQHV��FRQWDFW�OHQVHV��DQWLELRWLFV��
HWF��:RXOG�WKH�SUHFDXWLRQDU\�SULQFLSOH�KDYH�VORZHG�WKHVH�GRZQ"�

%��3URGXFW�/DEHOLQJ�

636�UXOHV�DUH�XQFOHDU�UHJDUGLQJ�PDQGDWRU\�SURGXFW�ODEHOLQJ��,Q�LWV�GHILQLWLRQ�RI�
636�PHDVXUHV��WKH�$JUHHPHQW�LQFOXGHV��SDFNDJLQJ�DQG�ODEHOLQJ�UHTXLUHPHQWV�
GLUHFWO\�UHODWHG�WR�IRRG�VDIHW\���7KH�LPSOLFDWLRQ�LV�WKDW�RWKHU�ODEHOLQJ�UHTXLUHPHQWV�
DUH�QRW�VXSHUYLVHG�E\�WKH�636��)RU�H[DPSOH��ODEHOLQJ�IRU�JHQHUDO�FRQVXPHU�
LQIRUPDWLRQ�ZRXOG�VHHP�WR�EH�VXSHUYLVHG��LI�DW�DOO��E\�RWKHU�:72�DJUHHPHQWV�
VXFK�DV�WKH�7%7�DQG�WKH�*$77��%XW�QR�SDQHO�KDV�\HW�FODULILHG�WKLV�SRLQW��6RPH�
OHJDO�DQDO\VWV�KDYH�VXJJHVWHG�WKDW�D�ODEHOLQJ�UHTXLUHPHQW�IRU�PHDW�SURGXFHG�ZLWK�
DGGHG�KRUPRQHV�ZRXOG�YLRODWH�:72�UXOHV��0DQ\�GHYHORSLQJ�FRXQWU\�
JRYHUQPHQWV�DUJXH�WKDW�HFRORJLFDO�ODEHOLQJ��HFR�ODEHOLQJ��UHTXLUHPHQWV�DUH�
LQFRQVLVWHQW�ZLWK�:72�UXOHV��

:LWKLQ�FLYLO�VRFLHW\��WKHUH�LV�VWURQJ�VXSSRUW�IRU�ODEHOLQJ��5HFHQWO\��&RQVXPHUV�
,QWHUQDWLRQDO�VWDWHG�WKDW��>P@HDVXUHV�WR�VXSSRUW�LQIRUPHG�FKRLFH�VKRXOG�QRW�EH�



XQGHUPLQHG�E\�WKH�:72��IRU�H[DPSOH��WKH�ODEHOLQJ�RI�JHQHWLFDOO\�PRGLILHG�IRRGV�
VKRXOG�QRW�EH�WKUHDWHQHG�E\�:72�UXOHV���5HFRJQL]LQJ�WKH�DGDJH�WKDW��\RX�DUH�
ZKDW�\RX�HDW���PDQ\�FRQVXPHUV�VHHN�LQIRUPDWLRQ�QRW�RQO\�DERXW�WKH�
VDOXEULRXVQHVV�RI�IRRG��EXW�DOVR�WKH�FRUSRUDWH�HWKLFV�RI�LWV�SURGXFHUV��

7KH�ELJJHVW�ODEHOLQJ�FRQIOLFW�LQYROYHV�JHQHWLF�PRGLILFDWLRQ��0DQ\�JRYHUQPHQWV�
DUH�DOUHDG\�LPSOHPHQWLQJ�ODEHOLQJ�UHTXLUHPHQWV��H�J���WKH�(8�DQG�-DSDQ��RU�DUH�
PRYLQJ�WRZDUG�WKHP��H�J���$XVWUDOLD���,QGHHG��LQ�������D�8QLWHG�1DWLRQV�
'HYHORSPHQW�3URJUDPPH�VWXG\�XUJHG�WKDW�HYHU\�FRXQWU\�VKRXOG�GHPDQG�
WUDQVSDUHQF\�DQG�ODEHOLQJ�RI�WUDQVJHQLF�SURGXFWV��%XW�VRPH�JRYHUQPHQWV��VXFK�
DV�WKH�8QLWHG�6WDWHV�DQG�&DQDGD��KDYH�UHVLVWHG�WKH�ODEHOLQJ�PRYHPHQW��
$FFRUGLQJ�WR�WKH�8�6��7UDGH�5HSUHVHQWDWLYH���,Q�WKH�8QLWHG�6WDWHV��FRPSDQLHV�
DUH�QRW�UHTXLUHG�WR�ODEHO�SURGXFWV�VLPSO\�EHFDXVH�WKH\�DUH�SURGXFHG�WKURXJK�
ELRWHFKQRORJ\��7KH�8QLWHG�6WDWHV�EHOLHYHV�WKDW�VXFK�ODEHOLQJ�LV�XQQHFHVVDU\��LQ�
WKH�DEVHQFH�RI�DQ�LGHQWLILHG�DQG�GRFXPHQWHG�ULVN�WR�VDIHW\�DQG�KHDOWK���

,Q�JHQHUDO��IDFWXDO�SURGXFW�ODEHOV�DUH�D�PDUNHW�IULHQGO\�PHDVXUH��3URYLGLQJ�
FRQVXPHUV�DGGLWLRQDO�LQIRUPDWLRQ�HPSRZHUV�WKHP�WR�PDNH�FKRLFHV�DFFRUGLQJ�WR�
WKHLU�RZQ�VHOI�LQWHUHVW��$OWKRXJK�D�ODEHOLQJ�UHTXLUHPHQW�LV�FRHUFLYH�ZKHQ�WKH�
PDQXIDFWXUHU�ZRXOG�SUHIHU�QRW�WR�GLVFORVH�WKH�LQIRUPDWLRQ��ODEHOLQJ�LV�D�ORW�OHVV�
FRHUFLYH�WKDQ�EDQQLQJ�D�SURGXFW��,Q�WKH�ORQJ�UXQ��ODEHOLQJ�FRXOG�SURYH�EHQHILFLDO�
WR�WKH�*0�LQGXVWU\�E\�HQDEOLQJ�D�JUDGXDO�EXLOGXS�RI�FRQVXPHU�FRQILGHQFH�
UHJDUGLQJ�WKH�VDIHW\�RI�JHQHWLF�PRGLILFDWLRQ��

,W�PD\�EH�WUXH�WKDW�JUDWLI\LQJ�FRQVXPHU�LQTXLVLWLYHQHVV�ZLWK�XQQHFHVVDU\�
LQIRUPDWLRQ�ZLOO�WXUQ�FRXQWHUSURGXFWLYH�LI�FRQVXPHUV�PDNH�LUUDWLRQDO�FKRLFHV�ZLWK�
WKDW�LQIRUPDWLRQ��%XW�HYHQ�VR��LW�LV�KDUG�WR�VHH�KRZ�WKH�:72�FDQ�FDOO�IDFWXDO�IRRG�
ODEHOLQJ�XQQHFHVVDU\�ZKHQ�WKH�:72�SHUPLWV�JRYHUQPHQWV�WR�UHTXLUH�ODEHOV�
GLVFORVLQJ�WKH�FRXQWU\�RI�RULJLQ��7KH�:72�ZRXOG�SXW�LWVHOI�LQ�SHULO�E\�DWWHPSWLQJ�WR�
UHVWULFW�IDFWXDO�ODEHOLQJ��

,9��&DUWDJHQD�3URWRFRO�RQ�%LRVDIHW\�



,Q�-DQXDU\�������DQ�LQWHUJRYHUQPHQWDO�FRQIHUHQFH�DSSURYHG�WKH�&DUWDJHQD�
3URWRFRO�RQ�%LRVDIHW\�WR�WKH�&RQYHQWLRQ�RQ�%LRORJLFDO�'LYHUVLW\��WKH�%LRVDIHW\�
3URWRFRO�RU�WKH�3URWRFRO���$�VLPLODU�HIIRUW�D�\HDU�HDUOLHU�KDG�HQGHG�LQ�GHDGORFN��
DQG�LW�DSSHDUV�WKDW�WKH�QHZ�ZLOOLQJQHVV�RI�JRYHUQPHQWV�WR�FRPSURPLVH�UHVXOWHG�
IURP�D�PRUH�FRQFLOLDWRU\�VWDQFH�E\�LQGXVWU\�DQG�D�GHVLUH�E\�SROLWLFLDQV�WR�DYRLG�
DQRWKHU�IDLOXUH�OLNH�WKH�:72�6HDWWOH�0LQLVWHULDO�&RQIHUHQFH��7KH�%LRVDIHW\�
3URWRFRO�KDV�PDQ\�LPSRUWDQW�IDFHWV�EH\RQG�WKH�VFRSH�RI�WKLV�$UWLFOH�DQG�WKH�
GLVFXVVLRQ�KHUH�ZLOO�IRFXV�RQO\�RQ�LPSOLFDWLRQV�IRU�WKH�636�DJUHHPHQW��WKH�
SUHFDXWLRQDU\�SULQFLSOH��DQG�ODEHOLQJ��

7KH�%LRVDIHW\�3URWRFRO�LV�DQ�HQYLURQPHQWDO�WUHDW\�ZLWK�WKH�VWDWHG�REMHFWLYH�RI�
�HQVXULQJ�DQ�DGHTXDWH�OHYHO�RI�SURWHFWLRQ�LQ�WKH�ILHOG�RI�WKH�VDIH�WUDQVIHU��KDQGOLQJ�
DQG�XVH�RI�OLYLQJ�PRGLILHG�RUJDQLVPV�UHVXOWLQJ�IURP�PRGHUQ�ELRWHFKQRORJ\���
/LYLQJ�RUJDQLVPV�DUH�GHILQHG�DV��DQ\�ELRORJLFDO�HQWLW\�FDSDEOH�RI�WUDQVIHUULQJ�RU�
UHSOLFDWLQJ�JHQHWLF�PDWHULDO��LQFOXGLQJ�VWHULOH�RUJDQLVPV��YLUXVHV�DQG�YLURLGV���
/LYLQJ�PRGLILHG�RUJDQLVPV��/02V��DUH�GHILQHG�DV�OLYLQJ�RUJDQLVPV�WKDW��SRVVHVV�
D�QRYHO�FRPELQDWLRQ�RI�JHQHWLF�PDWHULDO�REWDLQHG�WKURXJK�WKH�XVH�RI�PRGHUQ�
ELRWHFKQRORJ\���7KXV��IRU�H[DPSOH��UDZ�JUDLQ�VKLSSHG�WR�D�IRRG�SURGXFHU�LV�DQ�
/02��ZKLOH�WKH�FRQWHQW�RI�FDQQHG�JRRGV�PDGH�E\�WKH�SURGXFHU�LV�QRW�DQ�/02��
3KDUPDFHXWLFDOV�IRU�KXPDQV�DUH�H[FOXGHG�IURP�WKH�3URWRFRO��

7KH�3URWRFRO�VHWV�XS�D�V\VWHP�WR�UHJXODWH�LQWHUQDWLRQDO�WUDGH�RI�/02V��)RU�/02V�
LQWHQGHG�WR�EH�LQWURGXFHG�LQWR�WKH�HQYLURQPHQW��H�J���SODQWHG���WKH�3URWRFRO�
UHTXLUHV�WKH�JRYHUQPHQW�RI�WKH�H[SRUWLQJ�FRXQWU\�WR�JLYH�DGYDQFH�QRWLFH�WR�WKH�
JRYHUQPHQW�RI�WKH�LQWHQGHG�LPSRUWLQJ�FRXQWU\�DQG�GHFODUHV�WKDW�WKH�LPSRUWLQJ�
FRXQWU\�PD\�SURKLELW�VXFK�LPSRUWV�IROORZLQJ�D�ULVN�DVVHVVPHQW��7KH�3URWRFRO�
IXUWKHU�SURYLGHV�WKDW��>O@DFN�RI�VFLHQWLILF�FHUWDLQW\�������VKDOO�QRW�SUHYHQW�WKDW�3DUW\�
IURP�WDNLQJ�D�GHFLVLRQ��DV�DSSURSULDWH�������LQ�RUGHU�WR�DYRLG�RU�PLQLPL]H�VXFK�
SRWHQWLDO�DGYHUVH�HIIHFWV���)RU�/02V�LQWHQGHG�IRU�GLUHFW�XVH�DV�IRRG��IHHG��RU�
SURFHVVLQJ��WKH�3URWRFRO�GHFODUHV�WKDW�D�3DUW\�PD\�WDNH�D�GHFLVLRQ�RQ�LPSRUWV�
XQGHU�D�GRPHVWLF�UHJXODWRU\�IUDPHZRUN��RU�LI�LW�LV�D�GHYHORSLQJ�RU�WUDQVLWLRQ�



FRXQWU\��PD\�UHJXODWH�LPSRUWV�IROORZLQJ�D�ULVN�DVVHVVPHQW��6XFK�LPSRUW�GHFLVLRQV�
DUH�VXEMHFW�WR�WKH�VDPH�JXLGDQFH�UHJDUGLQJ�D�ODFN�RI�VFLHQWLILF�FHUWDLQW\��7KH�
LPSRUWLQJ�FRXQWU\�ZRXOG�QHHG�WR�EH�SURDFWLYH�DV�WKHUH�LV�QR�DGYDQFH�QRWLFH�
SURFHGXUH�IRU�/02V�XVHG�IRU�IRRG��IHHG��RU�SURFHVVLQJ��7KH�3URWRFRO�DOVR�GLUHFWV�
WKDW��>P@HDVXUHV�EDVHG�RQ�ULVN�DVVHVVPHQW�VKDOO�EH�LPSRVHG�WR�WKH�H[WHQW�
QHFHVVDU\�WR�SUHYHQW�DGYHUVH�HIIHFWV��RI�/02V�RQ�ELRGLYHUVLW\��7KLV�LV�D�SRVLWLYH�
UHTXLUHPHQW�IRU�DFWLRQ��

7KH�3URWRFRO�LQFOXGHV�SURYLVLRQV�UHJDUGLQJ�WKH�PLQLPXP�GRFXPHQWDWLRQ�QHHGHG�
IRU�WKH�WUDQVERXQGDU\�PRYHPHQW�RI�/02V��:KHQ�LQWHQGHG�WR�EH�LQWURGXFHG�LQWR�
WKH�HQYLURQPHQW�RU�KHOG�LQ�FRQWDLQHG�XVH��/02V�DUH�WR�EH�FOHDUO\�LGHQWLILHG��
:KHQ�LQWHQGHG�IRU�XVH�DV�IRRG��IHHG��RU�SURFHVVLQJ��WKH�UHTXLUHPHQWV�DUH�OHVV�
VWULFW��WKH�FRQWDLQHU�QHHG�RQO\�VD\�WKDW�LW��PD\�FRQWDLQ��/02V��'HWDLOHG�
UHTXLUHPHQWV�IRU�WKLV�DUH�WR�EH�GHYHORSHG�E\�WKH�&RQIHUHQFH�RI�WKH�3DUWLHV��

7KH�GUDIWHUV�VRXJKW�WR�PDNH�WKH�%LRVDIHW\�3URWRFRO�FRPSDWLEOH�ZLWK�WKH�636��DQG�
LW�DSSHDUV�WKDW�WKH\�FRQFHGHG��7R�WKH�H[WHQW�WKDW�WKH�3URWRFRO�UHTXLUHV�D�WUDGH�
PHDVXUH PRVW�QRWDEO\�LQ�GHFODULQJ�WKDW�PHDVXUHV�EDVHG�RQ�D�ULVN�DVVHVVPHQW�
VKDOO�EH�LPSRVHG�WR�WKH�H[WHQW�QHFHVVDU\�WR�SUHYHQW�DGYHUVH�HIIHFWV WKLV�ZRXOG�
VHHP�WR�EH�SRWHQWLDOO\�FRQVLVWHQW�ZLWK�636�$UWLFOHV�����DQG������,Q�SHUPLWWLQJ�
QDWLRQDO�GLVFUHWLRQ�LQ�XVLQJ�WUDGH�PHDVXUHV�LQ�WKH�DEVHQFH�RI�VFLHQWLILF�FHUWDLQW\��
WKH�3URWRFRO�ZRXOG�VHHP�WR�EH�SRWHQWLDOO\�FRQVLVWHQW�ZLWK�636�$UWLFOH������
)XUWKHUPRUH��DFWLRQ�WDNHQ�SXUVXDQW�WR�WKH�3URWRFRO�PD\�EHFRPH�DQ�LQWHUQDWLRQDO�
VWDQGDUG�SULYLOHJHG�XQGHU�636�$UWLFOH������ZKLFK�ZRXOG�JLYH�DQ�LPSRUW�EDQ�RU�D�
ODEHO�D�SUHVXPSWLRQ�RI�FRQVLVWHQF\�ZLWK�636�GLVFLSOLQHV��

'LVSXWHV�DERXW�D�QDWLRQDO�PHDVXUH�WDNHQ�SXUVXDQW�WR�WKH�%LRVDIHW\�3URWRFRO�
FRXOG��RI�FRXUVH��EH�EURXJKW�WR�WKH�:72��%XW�WKHUH�LV�QR�UHDVRQ�WR�WKLQN�WKDW�D�
:72�SDQHO�ZRXOG�UXOH�DJDLQVW�DQ�LPSRUW�EDQ�RU�ODEHO�WKDW�PHHWV�WKH�WHUPV�RI�WKH�
3URWRFRO��$V�ZH�ORRN�DKHDG��D�NH\�LVVXH�PD\�EH�ZKHWKHU�WKH�GLVSXWH�SURFHGXUH�
RI�WKH�&RQYHQWLRQ�RQ�%LRORJLFDO�'LYHUVLW\��&%'��ZLOO�EH�XWLOL]HG�WR�PDNH�WKHVH�



MXGJPHQWV�LQ�DQ�HQYLURQPHQWDO�FRQWH[W�UDWKHU�WKDQ�UHOHJDWLQJ�WKHP�WR�EH�PDGH�LQ�
WKH�:72�WUDGH�FRQWH[W��8QOLNH�WKH�:72�GLVSXWH�SURFHGXUHV�ZKLFK�KDYH�
FRPSXOVRU\�MXULVGLFWLRQ��WKH�&%'�SURFHGXUHV�GHSHQG�XSRQ�SULRU�FRQVHQW�RI�WKH�
SDUWLHV�EHIRUH�JRLQJ�WR�DUELWUDWLRQ�RU�VXEPLWWLQJ�WKH�GLVSXWH�WR�WKH�,QWHUQDWLRQDO�
&RXUW�RI�-XVWLFH��%XW�LI�WKH�&%'�DUELWUDWLRQ�RU�DGMXGLFDWLRQ�WDNHV�SODFH��LW�VHHPV�
OLNHO\�WKDW�WKH�:72�ZRXOG�JUDQW�GHIHUHQFH�WR�LW��

7KH�%LRVDIHW\�3URWRFRO�HPSOR\V�D�IDLUO\�VWURQJ�YHUVLRQ�RI�WKH�SUHFDXWLRQDU\�
SULQFLSOH�ZLWK�QR�PHQWLRQ�RI�FRVW�HIIHFWLYHQHVV��<HW�LW�GRHV�VWDWH�WKDW�LPSRUWDWLRQ�
GHFLVLRQV�ZLOO�EH�WDNHQ��DV�DSSURSULDWH���,W�LV�XQFOHDU�ZKHWKHU�WKLV�LV�PHDQW�WR�
LQFRUSRUDWH�D�SURSRUWLRQDOLW\�WHVW��

9��&RQFOXVLRQ�

,Q�LWV�ILUVW�ILYH�\HDUV��WKH�636�$JUHHPHQW�KDV�EHHQ�XVHG�E\�JRYHUQPHQWV�WR�
FKDOOHQJH�IRUHLJQ�WUDGH�EDUULHUV�WKDW�PD\�QRW�EH�QHFHVVDU\��:LWK�WKH�H[FHSWLRQ�RI�
D�IHZ�URXJK�VSRWV��WKH�SURFHVV�KDV�ZRUNHG�UHDVRQDEO\�ZHOO��1HYHUWKHOHVV��WKHUH�
DUH�JURXQGV�IRU�ZRUU\�WKDW�WKH�636�HQGDQJHUV�SXEOLF�VXSSRUW�IRU�WKH�WUDGH�
UHJLPH��$V�(XURSHDQ�7UDGH�&RPPLVVLRQHU�3DVFDO�/DP\�DGPLWWHG�UHFHQWO\��WKH�
636�$JUHHPHQW��ZDV�QRW�SULPDULO\�FRQFHLYHG�ZLWK�FRQVXPHUV�LQ�PLQG���

,Q�DGMXGLFDWLQJ�636�FRPSODLQWV��WKH�:72�PD\�JDLQ�D�UHSXWDWLRQ�DV�D�QD\VD\HU�WR�
KHDOWK�DQG�ELRVDIHW\�UHJXODWLRQ��(YHU\�WLPH�LW�GHFODUHV�DQ�636�PHDVXUH�WR�EH�
:72�LOOHJDO��WKHUH�ZLOO�EH�FRQVXPHUV�ZKR�ODPHQW�D�SHUFHLYHG�ORVV�LQ�KHDOWK�
VHFXULW\��$OUHDG\�WKHUH�DUH�PDQ\�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV�DURXQG�WKH�
ZRUOG�ZKR�RSSRVH�WKH�:72�EHFDXVH�WKH\�EHOLHYH�WKDW�LW�SULYLOHJHV�WUDGH�RYHU�D�
KHDOWK\�HQYLURQPHQW��7KH�:72�UXOHV�RQ�IRRG�VDIHW\�ZHUH�RQH�RI�WKH�FKLHI�WDUJHWV�
IRU�SURWHVWRUV�DW�WKH�:72�0LQLVWHULDO�&RQIHUHQFH�LQ�6HDWWOH��

7KH�:72�GHPDQGV�VFLHQFH�WR�MXVWLI\�VDQLWDU\�PHDVXUHV�WKDW�LPSHGH�WUDGH��EXW�LW�
VHHNV�QR�VFLHQFH�WR�MXVWLI\�FRPPHUFLDO�PHDVXUHV�WKDW�LPSHGH�WUDGH��VXFK�DV�



DQWLGXPSLQJ�GXWLHV��7KLV�VHOHFWLYH�DSSOLFDWLRQ�RI�VFLHQFH�XQGHUPLQHV�WKH�:72 V�
FODLP�WKDW�LW�LV�RSHUDWLQJ�LQ�WKH�SXEOLF�LQWHUHVW��

7KH�GHEDWH�RYHU�WKH�SUHFDXWLRQDU\�SULQFLSOH�KDV�KHOSHG�WR�FODULI\�WKH�GLIILFXOW\�RI�
LPSRVLQJ�VFLHQFH�EDVHG�UXOHV�RQ�QDWLRQDO�ULVN�PDQDJHPHQW�SURFHVVHV�WKDW�
URXWLQHO\�EDODQFH�VFLHQFH�DJDLQVW�VRFLDO�YDOXHV��7KH�GUDIWHUV�RI�WKH�636�WKRXJKW�
LW�ZRXOG�EH�IOH[LEOH�HQRXJK�WR�DFFRPPRGDWH�DOO�OHJLWLPDWH�KHDOWK�FRQFHUQV��DQG�
SHUKDSV�LW�LV��%XW�WKH�GUDIWHUV�GLG�QRW�IRUHVHH�WKDW�WKH�SURFHVV�RI�LQWHUQDWLRQDO�
VXSHUYLVLRQ�ZRXOG�EHFRPH�VR�FRQWURYHUVLDO�DPRQJ�FRQVXPHUV��

7KH�%LRVDIHW\�3URWRFRO�LV�VLJQLILFDQW�EHFDXVH�LW�HVWDEOLVKHV�QHZ�HQYLURQPHQWDO�
UXOHV�WKDW�FXW�WKURXJK�VRPH�RI�WKH�XQFHUWDLQW\�LQ�WKH�636��%\�DFKLHYLQJ�D�WUHDW\�
WKDW�DSSHDUV�WR�EDODQFH�WUDGH�DQG�HQYLURQPHQWDO�FRQFHUQV��WKH�JRYHUQPHQWV�
KDYH�WDNHQ�DQ�LPSRUWDQW�VWHS�WR�KHDG�RII�*0�UHODWHG�GLVSXWHV�WKDW�FRXOG�
XQGHUPLQH�WKH�:72��$�VLPLODU�DSSURDFK�FRXOG�EH�XVHG�IRU�RWKHU�KHDOWK�DQG�
HQYLURQPHQWDO�FRQFHUQV�LQ�WKH�\HDUV�DKHDG��

 


