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0RGHUQ�ERZOLQJ�EDOOV�DQG�WKH�KLJKHU�UHYROXWLRQ�ERZOLQJ�VW\OH�UHTXLUH�DQ�LQFUHDVLQJ�DPRXQW�RI�RLO�
RQ�WKH�ODQHV��DQG�SDWWHUQV�DUH�FKDQJLQJ�IDVWHU��7KLV�WUHQG�LV�127�VXVWDLQDEOH�

86%&�FRQGXFWHG�H[WHQVLYH�UHVHDUFK�DQG�VXUYH\HG�DOO�RI�ERZOLQJ¶V�VWDNHKROGHUV��

7R�SURWHFW�ERZOLQJ¶V�IXWXUH��

86%&�LV�HOLPLQDWLQJ�EDODQFH�KROHV
6HWWLQJ�D�QHZ�VSHFLILFDWLRQ�IRU�RLO�DEVRUSWLRQ
7KH�RYHUDOO�UHVXOW�ZLOO�VOLJKWO\�OLPLW�KRRN�SRWHQWLDO�

86%&�UHVHDUFK�VKRZV�WKHVH�FKDQJHV�ZLOO�

6ORZ�RLO�SDWWHUQ�WUDQVLWLRQ
&DXVH�ERZOHUV�WR�PRYH�OHVV
.HHS�WKH�VDPH�VFRULQJ�SDFH�ZLWK�ORZHU�RLO�YROXPH

1R�FXUUHQW�86%&�DSSURYHG�EDOOV�ZLOO�EH�GHHPHG�LOOHJDO��$OO�HTXLSPHQW�LV�JUDQGIDWKHUHG�
LQ��LQGHILQLWHO\��%DODQFH�KROHV�QHHG�WR�EH�SOXJJHG�E\�$XJXVW���������

7KH�JRDO�,6�WR�SURWHFW�WKH�SOD\LQJ�HQYLURQPHQW�IRU�WKH�IXWXUH��127�WR�ORZHU�VFRULQJ��

%HORZ�DUH�VHYHUDO�IUHTXHQWO\�DVNHG�TXHVWLRQV�UHJDUGLQJ�WKH�FKDQJHV�

%$/$1&(�+2/(6

�� :KDW�LV�WKH�LQWHQGHG�SXUSRVH�RI�D�EDODQFH�KROH"
%DODQFH�KROHV�ZHUH�LQWHQGHG�WR�KHOS�FRUUHFW�WKH�VWDWLF�LPEDODQFH�VR�WKDW�WKH�EDOO�ZRXOG�
FRPSO\�ZLWK�86%&¶V�RQH�RXQFH�UXOH�IRU�ILQJHU��WKXPE�RU�VLGH�ZHLJKW��DQG�WKUHH�RXQFH�UXOH�
IRU�WRS�RU�ERWWRP�ZHLJKW�

�� :K\�GLG�86%&�HOLPLQDWH�WKH�EDODQFH�KROH"
,Q�UHFHQW�\HDUV��EDODQFH�KROHV�KDYH�EHFRPH�D�WRRO�IRU�SUR�VKRS�SURIHVVLRQDOV�WR�PDQLSXODWH�
WKH�EDOOV��2XU�VWXGLHV�GHWHUPLQHG�WKH�EDODQFH�KROH�FDQ�JUHDWO\�LQFUHDVH�WKH�'LIIHUHQWLDO�5*�
WR�VWUHQJWKHQ�WKH�UHDFWLRQ�RI�WKH�HTXLSPHQW�EH\RQG�WKH�EDOO¶V�RULJLQDO�GHVLJQ�LQWHQW�����

�� +RZ�LPSRUWDQW�LV�ILQJHU��WKXPE�RU�VLGH�ZHLJKW"
7KH�VWDWLF�LPEDODQFH�UXOH�KDV�EHHQ�LQ�SODFH�IRU�GHFDGHV��GDWLQJ�WR�EHIRUH�UHDFWLYH�UHVLQ��$V�
ERZOLQJ�EDOOV�HYROYHG��WKH�FRYHUVWRFN�KDV�EHHQ�FLWHG�LQ�WKH������EDOO�PRWLRQ�VWXG\ DV�
KDYLQJ�WKH�PRVW�LPSDFW�RQ�SHUIRUPDQFH�RI�ERZOLQJ�EDOOV��ZKLOH�VLGH�ZHLJKW�KDG�PLQLPDO�
LPSDFW�DQG�WKH�LPSDFW�RI�ILQJHU�DQG�WKXPE�ZDV�RQ�WKH�ORZ�HQG�RI�WKH�VSHFWUXP��

$�IXUWKHU�VWXG\��WKH������6WDWLF�:HLJKW�6WXG\��DJDLQ�GHWHUPLQHG�WKDW�DOWKRXJK�WKH�LPSDFW�
ZDV�VPDOO��LW�ZDV�QRW�LQ�WKH�EHVW�LQWHUHVW�WR�FKDQJH�RU�UHPRYH�WKH�FXUUHQW�UXOH�WKDW�RQO\�
DOORZHG�WKUHH�RXQFHV�RI�WRS�ZHLJKW�DQG�RQH�RXQFH�RI�ILQJHU��WKXPE�RU�VLGH�ZHLJKW�

�� 'R�EDODQFH�KROHV�SURYLGH�PRUH�KRRN"
<HV��LQ�VRPH�FDVHV�D�EDODQFH�KROH�FDQ�SURYLGH�DGGLWLRQDO�KRRN�RQ�WKH�ODQH��7KLV�RIWHQ�
GHSHQGV�RQ�VL]H�DQG�ORFDWLRQ�DV�WR�ZKHWKHU�LW�LPSDFWV�WKH�SHUIRUPDQFH�DQG�WR�ZKDW�
GHJUHH��,Q�UHFHQW�\HDUV��EDODQFH�KROHV�KDYH�EHHQ�QRWHG�WR�LQFUHDVH�WKH�5*�'LIIHUHQWLDO�
�IODUH�SRWHQWLDO��XS�WR�������LQ�D�JLYHQ�ERZOLQJ�EDOO��

�� +RZ�PDQ\�RXQFHV�DUH�WDNHQ�RXW�E\�PRVW�EDODQFH�KROHV"
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7KDW�YDULHV�EDVHG�RQ�WKH�KROH�GHSWK�DQG�GLDPHWHU��6HH�WKLV�ZHLJKW�UHPRYDO�FKDUW�KHUH IRU�
IXUWKHU�XQGHUVWDQGLQJ� %DVHG�RQ�WKH�FKDUW��D�EDODQFH�KROH�WKDW�LV��ó�LQFK�LQ�GLDPHWHU�DQG�
WKUHH�LQFKHV�GHHS�FDQ�UHPRYH�DOPRVW�WKUHH�RXQFHV�RI�ZHLJKW��

�� :KDW�LV�WKH�QHZ�VWDWLF�ZHLJKW�UXOH�H[DFWO\"
6WDUWLQJ�$XJ�����������ERZOLQJ�EDOOV�ZLWKRXW�D�EDODQFH�KROH ZHLJKLQJ�PRUH�WKDQ����
SRXQGV�ZLOO�EH�DOORZHG�WR�KDYH�XS�WR�WKUHH�RXQFHV�RI�VWDWLF�VLGH��WKXPE�RU�ILQJHU�ZHLJKW�
DQG�XS�WR�WKUHH�RXQFHV�RI�WRS�RU�ERWWRP�ZHLJKW�

%RZOHUV�VWLOO�FDQ�KDYH�D�ERZOLQJ�EDOO�ZLWK�D�EDODQFH�KROH�XQWLO�$XJ�����������EXW�DQ\�EDOOV�
ZLWK�D�EDODQFH�KROH�PXVW�VWD\�ZLWKLQ�WKH�FXUUHQW�VWDWLF�ZHLJKW�VSHFLILFDWLRQ�RI�RQH�RXQFH�
IRU�ILQJHU��WKXPE�RU�VLGH�ZHLJKW��DQG�WKUHH�RXQFHV�IRU�WRS�RU�ERWWRP�ZHLJKW�

�� 'RHV�WKH�QHZ�VWDWLF�ZHLJKW�UXOH�DSSO\ RQO\ WR�QHZ�ERZOLQJ�EDOOV�GULOOHG�DIWHU�$XJ��
��������"
1R��,I�D�ERZOHU�ZLVKHV�WR�SOXJ�WKHLU�EDODQFH�KROH�RU�ERZOLQJ�EDOO�DIWHU�$XJ����������WR�WU\�
RXW�YDULRXV�GULOOLQJV�ZLWK�LQFUHDVHG�VWDWLF�ZHLJKW�WKH\�FDQ�GR�VR��

�� :LOO�,�KDYH�WR�EX\�D�QHZ�EDOO�LI�,�KDYH�D�EDODQFH�KROH�LQ�P\�H[LVWLQJ�HTXLSPHQW"
1R��:KLOH�86%&�LV�HOLPLQDWLQJ�EDODQFH�KROHV�RQ�$XJXVW����������WKH�VWDWLF�ZHLJKW�
DOORZDQFH�LV�LQFUHDVLQJ�WR�WKUHH�RXQFHV�LQ�DOO�GLUHFWLRQV��0DQ\�ZHLJKW�KROHV�ZHUH�DGGHG�WR�
H[LVWLQJ�EDOOV�WR�PHHW�WKH�RQH�RXQFH�VSHFLILFDWLRQ�IRU�VLGH��ILQJHU�DQG�WKXPE�ZHLJKW��,I�WKH�
KROH�LV�SOXJJHG��LW�VKRXOG�EH�OHJDO�WR�XVH�LQ�86%&�FHUWLILHG�FRPSHWLWLRQ�ZLWKLQ�WKH�QHZ�
VSHFLILFDWLRQ�OLPLWV��,W�LV�YHU\�XQOLNHO\�WKDW�\RX�ZLOO�QHHG�D�FRPSOHWHO\�QHZ�ERZOLQJ�EDOO��

�� :KDW�LV�WKH�WLPHIUDPH�IRU�PH�WR�EH�DEOH�WR�FRUUHFW�P\�ERZOLQJ�EDOOV�WR�FRPSO\�
ZLWK�WKH�QHZ�UXOHV"
7KH�QHZ�WKUHH�RXQFH�VWDWLF�ZHLJKW�UXOH�LV�HIIHFWLYH�$XJXVW�������� DQG�WKHQ�EDODQFH�KROHV�
DUH�EHLQJ�HOLPLQDWHG�IURP�FRPSHWLWLRQ�RQ�$XJXVW����������JLYLQJ�DOO FRQVXPHUV�ZLWK�
ERZOLQJ�EDOOV�WKDW�KDYH�EDODQFH�KROHV�WZR�\HDUV�WR�ZRUN�ZLWK�WKHLU�SUR�VKRS�SURIHVVLRQDOV�
WR�FRUUHFW�WKHLU�HTXLSPHQW��

��� ,I�,�SOXJ�D�EDODQFH�KROH�,�FXUUHQWO\�KDYH��KRZ�ZLOO�P\�EDOO�UROO�GLIIHUHQW"
,W�PD\�YDU\�EDVHG�RQ�WKH�OD\RXW�FKRVHQ�E\�\RX�DQG�\RXU�SUR�VKRS�SURIHVVLRQDO��,Q�JHQHUDO��
\RXU�EDOO�VKRXOG�JR�ORQJHU�EHIRUH�LW�VWDUWV�WR�KRRN���

���7RGD\�LI�,�SXUFKDVH�D�ERZOLQJ�EDOO�DQG�WKH�UHDFWLRQ�LVQ¶W�ZKDW�,�H[SHFWHG��,�FDQ�
KDYH�D�EDODQFH�KROH�GULOOHG�WR�HQKDQFH�WKH�UHDFWLRQ��:KDW�RWKHU�RSWLRQV�GR�,�KDYH�
QRZ"
86%&�UHFRPPHQGV FRQVXOWLQJ�ZLWK�\RXU�SUR�VKRS�SURIHVVLRQDO�WR�GHWHUPLQH�WKH�QH[W�VWHSV�
DV�DOO�ERZOLQJ�EDOOV�DUH�GLIIHUHQW��:RUNLQJ�ZLWK�\RXU�SUR�VKRS�SURIHVVLRQDO�WR�GHWHUPLQH�
ZKHQ�WR�XWLOL]H�VSHFLILF�HTXLSPHQW�ZLOO�KHOS�WR�HQVXUH�\RX�KDYH�D�SRVLWLYH�H[SHULHQFH�LQ�
ERZOLQJ��

���&DQ�,�SOXJ�XS�P\�EDODQFH�KROH�ZLWK�D�WKXPE�VOXJ"
1R��WKHUH�FDQ�EH�QR�LQWHULRU�YRLGV�LQ�WKH�EDOO�

���:KDW�HOVH�FDQ�EH�XVHG�WR�SOXJ�WKH�EDODQFH�KROH"
7KH�RQO\�WKLQJ�DOORZHG�LV�86%&�DSSURYHG�EDOO�SOXJV��$OO�SOXJV�PXVW�EH�PDGH�RI�PDWHULDO�
OLNH��DOWKRXJK�QRW�WKH�VDPH DV��WKH�RULJLQDO�PDWHULDO�RXW�RI�ZKLFK�WKH�EDOO�ZDV�PDGH��3OXJV�
PXVW�FRPSO\�ZLWK�RWKHU�VSHFLILFDWLRQV�RI�D�ERZOLQJ�EDOO�
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���:KDW¶V�WR�VWRS�PH�IURP�SOXJJLQJ�WKH�EDOO�ZLWK�YDULRXV�ZHLJKWV�DQG�IRUHLJQ�
PDWHULDO"
'RLQJ�VR�LV�D�YLRODWLRQ�RI�86%&�SOD\LQJ�UXOH���D����3HQDOW\�IRU�VXFK�D�YLRODWLRQ�LV�ORVV�RI�
JDPHV��OHDJXH�UHPRYDO��WRXUQDPHQW�GLVTXDOLILFDWLRQ�DQG�VXEMHFW�WR�VXVSHQVLRQ�IURP�86%&�
PHPEHUVKLS�

��� ,�UXQ�D�WRXUQDPHQW�WKDW�VWDUWV�LQ�-XO\�DQG�UXQV�WKURXJK�WKH�HQG�RI�$XJXVW�������
:LWK�WKH�EDODQFH�KROHV�EHLQJ�HOLPLQDWHG�RQ�$XJXVW����������FDQ�,�LPSOHPHQW�D�
UXOH�WKDW�VD\V�QR�EDODQFH�KROHV�ZLOO�EH�DOORZHG�IRU�EDOOV�XVHG�LQ�WKH�WRXUQDPHQW"
<HV��LW�ZRXOG�EH�SHUPLVVLEOH�WR�LPSOHPHQW�VXFK�D�UXOH��VR�HYHU\�SDUWLFLSDQW�LV�ERZOLQJ�
XQGHU�WKH�VDPH�FRQGLWLRQV�

���+RZ�ZLOO�,�NQRZ�LI�SOXJJLQJ�P\�EDODQFH�KROH�ZLOO�PHHW�WKH�QHZ�WKUHH�RXQFH�UXOH"
8VLQJ�WKH�ZHLJKW�UHPRYDO�FKDUW DQG�GHWHUPLQLQJ�ZKDW�VL]H�GLDPHWHU�KROH�DQG�KRZ�GHHS�LW�
ZDV�GULOOHG��ZLOO�WHOO�\RXU�SUR�VKRS�SURIHVVLRQDO�KRZ�PXFK�ZHLJKW�ZDV�RULJLQDOO\�WDNHQ�RXW��
86%&�VXJJHVWV�FRQVXOWLQJ�ZLWK�\RXU�SUR�VKRS�RSHUDWRU�WR�GHWHUPLQH�ZKDW�DGGLWLRQDO�
FKDQJHV�DUH�QHHGHG��VKRXOG�SOXJJLQJ�WKH�KROH�PDNH�\RXU�EDOO�LOOHJDO��0RVW�OD\RXWV�WRGD\�
ZRXOG�QRW SXW�\RX�LQ�MHRSDUG\�RI�WKDW�

��� , VHH�WKHUH�DUH�UHTXLUHPHQWV�IRU�KRZ�P\�EDOO�LV�SOXJJHG��+RZ�GR�,�NQRZ�WKH�
GHQVLW\�RI�P\�EDOO�SOXJ"
7KH�QHZ�GHQVLW\�VSHFLILFDWLRQ�LV�D�PDQXIDFWXULQJ�VSHFLILFDWLRQ�IRU�EDOO�SOXJ�PDWHULDOV�
DSSURYHG�E\�86%&��$OO�86%&�$SSURYHG�%DOO�3OXJ�PDWHULDOV�PHHW�WKHVH�UHTXLUHPHQWV�
DOUHDG\��<RXU�SUR�VKRS�SURIHVVLRQDO�VKRXOG�EH�DZDUH�DQG�XVH�RQH�RI�WKH�DSSURYHG�EDOO�
SOXJV��7R�YHULI\��\RX�FDQ�FRQVXOW�WKH�86%&�$SSURYHG�%DOO�3OXJ�/LVW RQ�WKH�(TXLSPHQW�
6SHFLILFDWLRQV�3DJH�IRU�DSSURYHG�EDOO�SOXJ�PDWHULDOV�

���(OLPLQDWLQJ�WKH�EDODQFH�KROHV�VHHPV�OLNH�D�KXJH�FKDQJH��+RZ�LV�WKLV�LQ�WKH�EHVW�
LQWHUHVW�RI�ERZOLQJ"
:KLOH�WKH�HOLPLQDWLRQ�RI�EDODQFH�KROHV�PD\�VHHP�H[WUHPH�WR�VRPH��LW�ZLOO�KHOS�PDLQWDLQ�
WKH�SOD\LQJ�HQYLURQPHQW�E\�UHGXFLQJ�RYHUDOO�KRRN�E\�DSSUR[LPDWHO\�WZR�ERDUGV��RXU�
UHVHDUFK�KDV�VKRZQ��7KLV�FRQWLQXHV�WKH�SDWK�RI�PRYLQJ�WKH�ERZOHUV�VOLJKWO\�IXUWKHU�RXWVLGH�
DV�WKH�JDPH�ZDV�RQFH�SOD\HG��7KH�VXVWDLQDELOLW\�DQG�LQWHJULW\�RI�WKH�FXUUHQW�HQYLURQPHQW�
ORQJ�WHUP�LV�WKH�FKLHI�FRQFHUQ�DQG�WKLV�FKDQJH�VXSSRUWV�WKDW�JRDO��

��� ,I�WKHUH�DUH�QR�EDODQFH�KROHV��ZK\�LV�D�UXOH�EHLQJ�LPSOHPHQWHG�WKDW�\RX�FDQQRW�
FKDQJH�VWDWLF�ZHLJKW�GXULQJ�FRPSHWLWLRQ"
6WDWLF�ZHLJKW�VWLOO�FDQ�EH�DOWHUHG�E\�GULOOLQJ�JULSSLQJ�KROHV�GHHSHU��7KLV�QHZ�UXOH�ZLOO�HQVXUH�
WKDW�RQFH�FRPSHWLWLRQ�EHJLQV��QR�FKDQJHV�WR�WKH�HTXLSPHQW�FDQ�EH�PDGH�WKDW�PD\�DOWHU�
WKH�SHUIRUPDQFH�RI�WKH�HTXLSPHQW�LQ�DQ\�ZD\��

���:KDW�KDSSHQV�LI�D�ERZOHU�UHIXVHV�WR�SOXJ�D�EDODQFH�KROH"
+HUH�LV�KRZ�LW�LV�FXUUHQWO\�ZULWWHQ�LQ�WKH�����������86%&�3OD\LQJ�UXOHV�LQ�&KDSWHU����
(TXLSPHQW�6SHFLILFDWLRQV�

���� 2XW�RI�6SHFLILFDWLRQ��,I�LW�LV�IRXQG�WKDW�D�ERZOLQJ�EDOO�LV�RU�LV�VXVSHFWHG�RI�
EHLQJ�RXW�RI�VSHFLILFDWLRQ��WKH�ERZOHU�PXVW�EH�WROG�E\�WKH�WRXUQDPHQW�RU�OHDJXH�
RIILFLDO�WR�UHPRYH�WKH�EDOO�IURP�FRPSHWLWLRQ�XQWLO�LW�FDQ�EH�PHDVXUHG��,I�WKH�EDOO�LV�
QRW�UHPRYHG�RU�WKH�ERZOHU�KDG�SULRU�NQRZOHGJH�RI�VXFK��JDPHV�DUH�VXEMHFW�WR�
IRUIHLWXUH�RU�GLVTXDOLILFDWLRQ��,I�WKH�ERZOHU�KDG�QR�SULRU�NQRZOHGJH��WKH�JDPHV�
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ZRXOG�QRW�EH�VXEMHFW�WR�IRUIHLWXUH��EXW�WKH�EDOO�ZRXOG�QRW�EH�DEOH�WR�EH�XVHG�XQWLO�LW�
PHHWV�VSHFLILFDWLRQV��

���+RZ�LV�WKLV�UXOH�HQIRUFHDEOH�DQG�ZKDW�LV�WKH�SHQDOW\�IRU�WKRVH�ZKR�GRQ¶W�FRPSO\"
2QFH�LW�LV�GLVFRYHUHG�WKDW�D�ERZOHU�LV�XVLQJ�HTXLSPHQW�ZKLFK�LV�QRW�ZLWKLQ�VSHFLILFDWLRQV��
WKH�EDOO�PXVW�EH�UHPRYHG�IURP�FRPSHWLWLRQ�DQG�FRUUHFWHG�EHIRUH�LW�FDQ�EH�XVHG�GXULQJ�
FHUWLILHG�FRPSHWLWLRQ��,I�WKH�ERZOHU�XVHV�D�EDOO�WKDW�LV�QRQ�FRQIRUPLQJ�ZLWK�NQRZOHGJH�LW LV�
RXW�RI�VSHFLILFDWLRQ��WKH�VFRUHV�DUH�VXEMHFW�WR�IRUIHLWXUH��

���:KDW�LI�D�ERZOLQJ�FHQWHU�KDV�SHUIRUPDQFH�EDOOV�OHIW�RQ�WKH�UDFNV�IRU�DQ\RQH�WR�
XVH� DQG WKH�FHQWHU�GHILQHV�WKHVH�DV�³KRXVH�EDOOV´"
$V�D�FRXUWHV\�WR�OHDJXH�DQG�WRXUQDPHQW�SDUWLFLSDQWV��KRXVH�EDOOV�PD\�EH�XVHG�GXULQJ�
86%&�FHUWLILHG�FRPSHWLWLRQ�WKRXJK�WKH\�DUH�QRW�VSHFLILFDOO\�SRVWHG�RQ�WKH�86%&�$SSURYHG�
%DOO�/LVW��

$V�VWDWHG�LQ�WKH�(TXLSPHQW�6SHFLILFDWLRQV�0DQXDO�RQ�%2:/�FRP��D�EDOO�FDQ�EH�GHWHUPLQHG�
WR�EH�D�KRXVH�EDOO�SURYLGHG�DOO WKH�IROORZLQJ�LV�WUXH�

%HLQJ�VXSSOLHG�E\�WKH�FHQWHU�LQ�ZKLFK�WKH�FHUWLILHG�FRPSHWLWLRQ�LV�EHLQJ�KHOG�
+DYLQJ�D�SRO\HVWHU�RU�EDVLF�XUHWKDQH�FRYHUVWRFN�
+DYLQJ�D�GLIIHUHQWLDO�5*�OHVV�WKDQ�������LQFKHV�
7KH�EDOO�LV�QRW�GULOOHG�WR�WKH�ILW�WKH�ERZOHU�VSHFLILFDOO\��

1RWH��$�EDOO�OHIW�LQ�D�ERZOLQJ�FHQWHU�E\�D�ERZOHU�WR�EH�XVHG�DV�D�KRXVH�EDOO�LV�QRW�
FRQVLGHUHG�D�KRXVH�EDOO�

���6R��LI�WKH�KRXVH�EDOOV�LQ�D�ERZOLQJ�FHQWHU�KDYH�EDODQFH�KROHV��,�FDQ¶W�XVH�WKHP"
<HV��LW�ZRXOG�EH�VXEMHFW�WR�WKH�VDPH�UXOHV�VWDUWLQJ�$XJ� ��������WKDW�DOO�EDODQFH�KROHV�
QHHG�WR�EH�HOLPLQDWHG�DQG�GHHPHG�LOOHJDO�IRU�XVH�LQ�86%&�FHUWLILHG�FRPSHWLWLRQ��

���+RZ�ZLOO�WKH�QHZ�PD[LPXP�WRS�ZHLJKW�VSHFLILFDWLRQ�RI ILYH�RXQFHV�IRU�XQGULOOHG�
EDOOV�LPSDFW�PH�ZKHQ�EX\LQJ�QHZ�ERZOLQJ�EDOOV"
,W�ZLOO�QRW�LPSDFW�\RX��UDWKHU��HTXLSPHQW�PDQXIDFWXUHUV�ZLOO�QHHG�WR�DGKHUH�WR�NHHSLQJ�WKH�
WRS�ZHLJKW�RI�DOO�ERZOLQJ�EDOOV�XQGHU�ILYH�RXQFHV��,Q�PRVW�FDVHV��WKHVH�PDQXIDFWXUHUV�DUH�
WDUJHWLQJ�����RXQFHV�WR�����RXQFHV�RI�WRS�ZHLJKW�DOUHDG\��,W�ZLOO�EH�WKH�UHVSRQVLELOLW\�RI�
\RXU�SUR�VKRS�SURIHVVLRQDO�WR�SURSHUO\�ZHLJK�\RXU�ERZOLQJ�EDOO�EHIRUH�GHWHUPLQLQJ�WKH�
GULOOLQJ�OD\RXW�DQG�DJDLQ�DIWHU�GULOOLQJ�WR�HQVXUH�\RXU�ERZOLQJ�EDOO�FRPSOLHV�ZLWK�WKH�QHZ�
WKUHH�RXQFH�RI�VWDWLF�ZHLJKW�UXOH�IRU�86%&�FHUWLILHG�FRPSHWLWLRQ��

*5,33,1*�+2/(6

�� +RZ�ZLOO�WKH�FKDQJH�LQ�JULSSLQJ�KROHV�DIIHFW�PH"
(IIHFWLYH�$XJXVW���������WKHUH�FDQ�EH�XS�WR�ILYH�KROHV�IRU�JULSSLQJ�SXUSRVHV�DQG�DOO�KROHV�
PXVW EH�XVHG�RQ�HYHU\�GHOLYHU\�GXULQJ�86%&�FHUWLILHG�FRPSHWLWLRQ��$�JULSSLQJ�KROH�LV�D�
JULSSLQJ�KROH��$Q�XQXVHG�KROH�LV�D�EDODQFH�KROH��ZKLFK�DUH�QR�ORQJHU�DOORZHG DV�RI�WKLV�
GDWH��

�� +RZ�GRHV�WKLV�JULSSLQJ�KROH�UXOH�GLIIHU�IURP�WKH�SUHVHQW�UXOH"
2Q�0D\�������� 86%&�DQQRXQFHG�LW�ZDV�PRGLI\LQJ�WKH�UXOH�RQ�ERZOLQJ�EDOO�JULSSLQJ�KROHV��
,W�FOHDUO\�VWDWHG��
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+ROHV�RU�LQGHQWDWLRQV�IRU�JULSSLQJ�SXUSRVHV�VKDOO�QRW�H[FHHG�ILYH�DQG�VKDOO�EH�OLPLWHG�WR�RQH�
IRU�HDFK�ILQJHU�DQG�RQH�IRU�WKH�WKXPE��DOO�IRU�WKH�VDPH�KDQG��7KH�SOD\HU�LV�QRW�UHTXLUHG�WR�
XVH�DOO�ILQJHU�KROHV�LQ�DQ\�VSHFLILF�GHOLYHU\��EXW�WKH\�PXVW�EH�DEOH�WR�GHPRQVWUDWH��ZLWK�WKH�
VDPH�KDQG��WKDW�HDFK�JULSSLQJ�KROH�FDQ�EH�VLPXOWDQHRXVO\�XVHG�IRU�JULSSLQJ�SXUSRVHV��$Q\�
WKXPE�KROH�WKDW�LV�QRW�XVHG�IRU�JULSSLQJ�SXUSRVHV�GXULQJ�WKH�GHOLYHU\�ZRXOG�EH�FODVVLILHG�DV�
D�EDODQFH�KROH�

6LQFH�WKH�EDODQFH�KROH�LV�QR�ORQJHU�DOORZHG��WKLV�UXOH�ZLOO�EH�UHPRYHG�DV�WKH�LQWHQGHG�
SXUSRVH�RI�LW�LV�QR�ORQJHU�YDOLG��,Q�DGGLWLRQ��86%&�PDGH�RQH RWKHU�DQQRXQFHPHQW�DV�LW�
SHUWDLQHG�WR�VSHFLILFDWLRQV�UHJDUGLQJ�JULSSLQJ�KROHV�DQG�OD\RXWV DV�ZHOO�DV�DQ�
LQWHUSUHWDWLRQ��

*ULSSLQJ�KROH�DQQRXQFHPHQW
*ULSSLQJ�KROH�OD\RXW�LQWHUSUHWDWLRQ

7KHVH�WRR��ZLOO�EH�UHPRYHG�RQ�$XJXVW���������ZKHQ�WKH�QHZ�JULSSLQJ�KROHV�UXOH�JRHV�LQWR�
HIIHFW��

�� :KDW�LI�,�GRQ¶W�XVH�D�WKXPE�IRU�P\�VWULNH�EDOO�EXW�XVH�P\�WKXPE�IRU�P\�VSDUHV��GR�
,�KDYH�WR�WKURZ�WZR�GLIIHUHQW�EDOOV"
<HV��IRU�\RXU�HTXLSPHQW�WR�FRPSO\�ZLWK�86%&�SOD\LQJ�UXOHV��,Q�WKLV�FDVH�\RXU�VWULNH�EDOO�
FDQQRW�KDYH�D�WKXPE�KROH��,I�\RX�FKRRVH�WR�SXW�\RXU�WKXPE�LQ�WKH�EDOO�IRU�\RXU�VSDUHV��\RX�
ZLOO�QHHG�WR�KDYH�D�GLIIHUHQW�EDOO�IURP�\RXU�VWULNH�EDOO�ZKHUH�\RX�GRQ¶W�XVH \RXU�WKXPE��

�� &DQ�,�GULOO�D�KROH�WR�JULS�WKH�EDOO�ZLWK�P\�RSSRVLWH��QRQ�GHOLYHU\��KDQG"
1R��$OO�JULSSLQJ�KROHV�PXVW�EH�XVHG�E\�WKH�ILQJHUV�WKXPE�RQ�WKH�VDPH�KDQG�

�� :LWK�WKH�QHZ�JULSSLQJ�KROH�UXOH��DP�,�UHTXLUHG�WR GULOO�D�WKXPE�KROH"�
1R��,Q�IDFW��LI�\RX�DUHQ¶W�XVLQJ�WKH�WKXPE�KROH�IRU�JULSSLQJ�SXUSRVHV�RQ�HYHU\�GHOLYHU\��
\RX¶UH�QRW�DOORZHG�WR�KDYH�D�WKXPE�KROH��,I�D�ERZOHU�GRHV�QRW�XVH�D�WKXPE�KROH��WKHUH�
PXVW�EH�D�VFULEHG�RU�HQJUDYHG�³�´�QHDU�WKH�FHQWHU�RI�WKH�SDOP�WR�LQGLFDWH�WKH�JULS�
RULHQWDWLRQ� 7KH�EDOO�PXVW�EH�GHOLYHUHG�LQ�WKH�PDUNHG�RULHQWDWLRQ��L�H��SDOP�PXVW�FRYHU�WKH�
³�´��

,Q�DGGLWLRQ��ERZOHUV�ZKR�GR�QRW�XVH�WKHLU�WKXPE�DQG�GHFLGH�WR�XVH�WKH�KLJKHU�VWDWLF�ZHLJKW�
VSHFLILFDWLRQ�VWDUWLQJ�$XJ�����������FDQQRW�KDYH�D�WKXPE�KROH�GULOOHG�LQ�WKHLU EDOO�DV�LW�
ZRXOG�EH�FODVVLILHG�D�EDODQFH�KROH��7KH\�ZRXOG�DOVR�EH�UHTXLUHG�WR�IROORZ�WKH�VSHFLILFDWLRQ�
UHTXLULQJ�WKHP�WR�PDUN�WKHLU�LQWHQGHG�FHQWHU�RI�SDOP�LPPHGLDWHO\�

�� &DQ�,�GULOO�D�WKXPE�KROH�DQG�FRYHU�LW�ZLWK�P\�JULSSLQJ�KDQG"
1R��7KH�WKXPE�PXVW�EH�LQVHUWHG�LQWR�WKH�WKXPE�KROH�IRU�JULSSLQJ�SXUSRVHV�RQ�HYHU\�
GHOLYHU\�

�� &DQ�,�WDNH�P\�ILQJHU�RXW�DQG�GHOLYHU�WKH�EDOO"
<HV� XS�XQWLO $XJXVW�������� ZKHQ�WKH�QHZ�JULSSLQJ�KROH�UXOHV�JR�LQWR�HIIHFW�

�� $UH�YHQW�KROHV�DQG�³PLOO´�KROHV�VWLOO�DOORZHG"
<HV

�� +RZ�ZRXOG�WKHVH�UXOHV�DSSO\�WR�KRXVH�EDOOV"
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7KH�JULSSLQJ�UXOHV�WKDW�EHFRPH�HIIHFWLYH�$XJ�����������ZLOO�KDYH�DQ�H[FHSWLRQ�IRU�KRXVH�
EDOOV��+RXVH�EDOOV�DUH�GHILQHG�DV�EDOOV�VXSSOLHG�E\�WKH�FHQWHU�ZKHUH�WKH�FRPSHWLWLRQ�LV�
WDNLQJ�SODFH��KDYH�D�SRO\HVWHU�RU�EDVLF�XUHWKDQH�FRYHU��D�GLIIHUHQWLDO�5*�RI�OHVV�WKDQ�������
LQFKHV�DQG�WKH�EDOO�LV�QRW�VSHFLILFDOO\�GULOOHG�WR�ILW�WKH�ERZOHU�

%RZOHUV�XVLQJ�KRXVH�EDOOV�LQ�FRPSHWLWLRQ�UHJDUGOHVV�RI�DJH�RU�VNLOO�OHYHO�ZLOO�QRW�EH�UHTXLUHG�
WR�XVH�HYHU\�KROH�IRU�JULSSLQJ�SXUSRVHV��,Q�PDQ\�FDVHV�VRPH�ERZOHUV�FDQQRW�SK\VLFDOO\�
KROG�D�KRXVH�EDOO�XVLQJ�DOO�WKH�JULSSLQJ�KROHV��DQG�UROO�WKH�EDOO�IURP�FKHVW�KHLJKW��WKURXJK�
WKHLU�OHJV�RU�E\�FXSSLQJ�WKH�EDOO�DQG�XVLQJ�WKH�ILQJHU�KROHV�RQO\�

7KH�H[FHSWLRQ�LV�EHLQJ�PDGH�DV�WKHUH�LV�QR�DGYDQWDJH�WR�DQ\�ERZOHU�E\�XWLOL]LQJ�D�KRXVH�
EDOO�LQ�WKH�DERYH�PDQQHU��

2,/�$%62537,21

�� +RZ�ZLOO�WKH�QHZ�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ DIIHFW�H[LVWLQJ�FRYHUVWRFNV"
$OO�86%&�DSSURYHG�ERZOLQJ�EDOOV�DUH�JUDQGIDWKHUHG�LQ�IRU�XVH��LQGHILQLWHO\�

�� +RZ�GRHV�WKLV�QHZ�RLO�DEVRUSWLRQ�PHDVXUHPHQW�LPSDFW�WKH�86%&�QHZ�EDOO�
DSSURYDO�SURFHVV"�
(IIHFWLYH�$XJXVW���������DOO�PDQXIDFWXUHUV�ZLOO�EH�UHTXLUHG�WR�VXEPLW�RLO�DEVRUSWLRQ�GDWD�RQ�
WKH�XSGDWHG�86%&�%DOO�$SSOLFDWLRQ )RUP��7KH LQIRUPDWLRQ�ZLOO�EH�VXEPLWWHG�DORQJ�ZLWK�
SUHYLRXV�UHTXHVWHG�GDWD��VXFK�DV EDOO�FRORU��QDPH��DQG�FRYHUVWRFN�W\SH�

�� :KDW�LV�WKH�UHDVRQ�WKH�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ ZRQ¶W�EH�LPSOHPHQWHG�IRU�WZR�
\HDUV"
86%&�ZDQWV WR�ZRUN�ZLWK�WKH�HTXLSPHQW�PDQXIDFWXUHUV�WR�KHOS�LPSURYH�WKH�SURFHVV�RYHU�
WLPH��%\�DOORZLQJ�WKLV�ZLQGRZ��86%& FDQ�VKDUH�GDWD��LGHQWLI\�DUHDV�RI�FRQFHUQ� DQG�DGMXVW
�LI�QHFHVVDU\��WR�LPSURYH�WKH�VWDQGDUG�RSHUDWLQJ�SURFHGXUH��623���,Q�DGGLWLRQ��HDFK�
FRPSDQ\�WKHQ�ZLOO�KDYH�D�FKDQFH�WR�ZRUN�WRZDUG�DGMXVWLQJ�WKHLU�FRYHUVWRFN�WHFKQRORJ\�DQG�
SURGXFW�OLQHV DQG�WLJKWHQ�XS�WKHLU�VWDQGDUG�GHYLDWLRQ DV�WKH\�SUHSDUH�IRU�WKH�VSHFLILFDWLRQ
FKDQJHV�

�� :KDW�LV�VWDQGDUG�GHYLDWLRQ��DQG�KRZ�GRHV�WKDW�DSSO\�WR�WKLV"
7KH VWDQGDUG�GHYLDWLRQ LV�D�PHDVXUHPHQW�WKDW�LV�XVHG�WR�TXDQWLI\�WKH�DPRXQW�RI�
YDULDWLRQ RI�D�VHW�RI�GDWD�YDOXHV��$�ORZ�VWDQGDUG GHYLDWLRQ�LQGLFDWHV�WKDW�WKH�GDWD�SRLQWV�
WHQG�WR�EH�FORVH�WR�WKH PHDQ��DOVR�FDOOHG�WKH�DYHUDJH��RI�WKH�VHW��ZKLOH�D�KLJK�VWDQGDUG�
GHYLDWLRQ�LQGLFDWHV�WKDW�WKH�GDWD�SRLQWV�DUH�VSUHDG�RXW�RYHU�D�ZLGHU�UDQJH�RI�YDOXHV�

)RU�86%&¶V�RLO�DEVRUSWLRQ�WHVW� WKH�FXUUHQW�VWDQGDUG�GHYLDWLRQ�ZDV�EDVHG�RQ�PHDVXULQJ�
����EDOOV�IURP�RQH�EDOO PRGHO��2WKHU�EDOO�PRGHOV�ZLOO�KDYH�WKHLU�RZQ�VWDQGDUG�GHYLDWLRQ�
ZKLFK�FDQ�EH�ODUJHU�RU�VPDOOHU��86%&�ZLOO�EH�XVLQJ�D�VWDQGDUG�GHYLDWLRQ�RI�RQH PLQXWH�����
VHFRQGV ������� DQG�WKH�PHDQ��RU�DYHUDJH��LV�QLQH PLQXWHV�����VHFRQGV �������

0DQXIDFWXUHUV�DUH�DOORZHG�IRXU�VWDQGDUG�GHYLDWLRQV�ZKLFK�RQ�WKH�ORZ�HQG�RI�WKH�EHOO�FXUYH�
HTXDWHV�WR�DSSUR[LPDWHO\�WZR PLQXWHV���� VHFRQGV ������� 7KHUHIRUH��ZKHQ�PHDVXULQJ�
PXOWLSOH�ERZOLQJ�EDOOV�IRU�DSSURYDO��LI�D�ERZOLQJ�EDOO�IDOOV�EHORZ�WKH�DYHUDJH��86%&�ZLOO�
UHTXLUH�DGGLWLRQDO�EDOOV�WR�WHVW�VR�WKDW�LW�FDQ�GHWHUPLQH�LI�D�EDOO�PRGHO�ZLOO�IDOO�EHORZ�WKH�
QHZ�VSHFLILFDWLRQ�RI�WZR�PLQXWHV�����VHFRQGV������� ZKHQ�WHVWLQJ�PRUH�ERZOLQJ�EDOOV�RI�
WKH�VDPH�PRGHO�
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$V�PDQXIDFWXUHUV�VKULQN�WKHLU�VWDQGDUG�GHYLDWLRQ��WKH\�ZLOO�EH�DEOH�WR�WDUJHW�FORVHU�WR�WKH�
VSHFLILFDWLRQ��7KXV� SURGXFLQJ�ERZOLQJ�EDOOV�WKDW�DEVRUE�RLO�RQ�D�PRUH�FRQVLVWHQW�EDVLV�
UHJDUGLQJ KRZ�IDVW�WKH\�DEVRUE�RLO��

�� :KDW�LV�WKH�UHDVRQ�IRU�WKH�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ EHLQJ�VHW�DW�QR�ORZHU�WKDQ�
WZR�PLQXWHV� ���VHFRQGV�������"
7RGD\��WKH�ORZHVW�DSSURYHG�EDOO�LV�WZR�PLQXWHV�����VHFRQGV���������7KHUH�KDYH�EHHQ�QR�
VXEPLWWHG�EDOO�VDPSOHV�IRU�DSSURYHG�PRGHOV�WKDW�KDYH�IDOOHQ�EHORZ�WZR�PLQXWHV�����
VHFRQGV���������VLQFH�86%&�VWDUWHG�WHVWLQJ�IRU�RLO�DEVRUSWLRQ��DSSUR[LPDWHO\�����EDOOV�WR�
GDWH��

,Q PDQXIDFWXULQJ� WKHUH�ZLOO�EH�YDULDQFHV�LQ�SURGXFWLRQ�DQG�D�EHOO�FXUYH �VKRZQ EHORZ��
GHILQHV�DQ�DFFHSWDEOH�OHYHO�RI�YDULDQFH� 7KH�QXPEHUV�DUH�EDVHG�RQ�WKLV�LGHD� %\�PHDVXULQJ�
PXOWLSOH�ERZOLQJ�EDOOV�ZLWKLQ�WKH�VDPH�EDOO�PRGHOV��86%& IRXQG�D�W\SLFDO�VWDQGDUG�
GHYLDWLRQ�IRU�RLO�DEVRUSWLRQ�LQ�EDOO�PDQXIDFWXULQJ�WR�EH�RQH PLQXWH�����VHFRQGV ��������

86%& DOVR�PHDVXUHG�����ERZOLQJ�EDOOV�DFURVV�WKH�VSHFWUXP�RI�DOO�GLIIHUHQW�EUDQGV�DQG�
PRGHOV�DQG�IRXQG�D�SRUWLRQ�RI�WKHP�IHOO�EHORZ�QLQH PLQXWHV�����VHFRQGV ��������:KHQ�\RX�
PXOWLSO\�WKH�IRXU�VWDQGDUG�GHYLDWLRQV RI�RQH PLQXWH�����VHFRQGV��������\RX�JHW�VHYHQ�
PLQXWHV���� VHFRQGV�������� 7KHQ VXEWUDFW�WKDW�IURP�WKH�DYHUDJH�QLQH�PLQXWHV�����
VHFRQGV������� DQG�\RX�JHW�WZR�PLQXWHV���� VHFRQGV���������

7KH�UHVXOW�LV�86%&¶V�QHZ�ORZHU�OLPLW�VSHFLILFDWLRQ�IRU�RLO�DEVRUSWLRQ��URXQGHG�XS�E\�RQH�
VHFRQG�WR�WZR�PLQXWHV�����VHFRQGV��������

7R�PHHW�86%&¶V�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ��WKH�DYHUDJH�RLO�DEVRUSWLRQ�WLPH�IRU�WKH�PRGHO�
PXVW�UHPDLQ�����VWDQGDUG�GHYLDWLRQV�DERYH�WZR PLQXWHV�����VHFRQGV���������)RU�86%&¶V�
REVHUYHG�PDQXIDFWXULQJ�YDULDQFH�WKLV�UHODWHV�WR�DQ�RLO�DEVRUSWLRQ�WLPH�RI�VL[�PLQXWHV�����
VHFRQGV��������DQG�D�QRQ�FRQIRUPDQFH UDWH�RI�������,I�WKH�DYHUDJH�RLO�DEVRUSWLRQ�WLPH�
IOXFWXDWHV�XS�DQG�GRZQ�IURP�EDWFK�WR�EDWFK��RYHU�D�SHULRG�RI�WLPH���WKH�EDOO�PRGHO¶V�
VWDQGDUG�GHYLDWLRQ�ZLOO�LQFUHDVH�DQG�FRXOG�ULVN�IDOOLQJ�RXWVLGH�RI�VSHFLILFDWLRQV�

7R�HQVXUH�WKDW�D�PRGHO�UHPDLQV�ZLWKLQ�VSHFLILFDWLRQV�WKH�PRGHO�VKRXOG�WDUJHW�DQ�DYHUDJH�
RI���VWDQGDUG�GHYLDWLRQV�RYHU�WKH�VSHFLILFDWLRQ�OLPLW��$FFRUGLQJ�WR�86%&¶V�REVHUYHG�
VWDQGDUG�GHYLDWLRQ�IRXU�VWDQGDUG�GHYLDWLRQV�RYHU�WKH�VSHFLILFDWLRQ�OLPLW�LV�QLQH�PLQXWHV�����
VHFRQGV ��������7KHUHIRUH� DGGLWLRQDO�VDPSOHV�DUH�UHTXLUHG�IRU�EDOOV�PHDVXUHG�ORZHU�WKDQ�
QLQH�PLQXWHV�����VHFRQGV �������

�� :KDW�GRHV�86%& PHDQ�E\�QRQ�FRQIRUPDQFH UDWH"

����)RXU�VWDQGDUG�GHYLDWLRQV�
RI�RQH�PLQXWH�����VHFRQGV
HDFK

����
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7KH�QRQ�FRQIRUPDQFH UDWH�RI������UHIHUV�WR�ZKHQ�WKH�EDOO�IDOOV�EHORZ�WKH�VSHFLILFDWLRQ�
7KHUH�PD\�EH�LQVWDQFHV�ZKHUH�EDOOV�EHLQJ�VXEPLWWHG�IRU�DSSURYDO�IDOO�EHORZ�WKH�
VSHFLILFDWLRQ�RI�WZR PLQXWHV�����VHFRQGV��������

7KDW�LV�ZK\�DGGLWLRQDO�WHVWLQJ�IRU�EDOOV�EHORZ�WKH�QLQH�PLQXWHV� �� VHFRQGV YDOXH �������
DUH UHTXLUHG��7KLV�VWDUWV�ZLWK�WZR�RULJLQDO�WHVW�EDOOV� ZLWK�HLJKW DGGLWLRQDO EHLQJ�VHQW�LI�
EHORZ�WKH�QLQH�PLQXWHV� ���VHFRQGV�������� ,I�WKH�DYHUDJH�RI�WKH�ILUVW����EDOOV�LV�EHORZ�
QLQH�PLQXWHV�����VHFRQGV�������� WKHQ����DGGLWLRQDO DUH�VHQW IRU�D�WRWDO�RI��� EDOOV��������
RI�WKH�EDOO¶V�GLVWULEXWLRQ PXVW�EH�DERYH�WZR PLQXWHV� �� VHFRQGV �������DOORZLQJ�IRU�QR�
PRUH�WKDQ������QRQ�FRQIRUPDQFHV�

,I�D�PDQXIDFWXUHU�FDQ�LPSURYH�WKHLU�SURFHVV�FRQWURO��WKH\�ZLOO�EH�DEOH�WR�WDUJHW D�YDOXH�
EHORZ�WKH�QLQH�PLQXWHV�����VHFRQGV��������DYHUDJH�DQG�SURGXFH�IDVWHU�RLO�DEVRUELQJ�EDOOV�
,I�WKHLU�SURFHVV�GRHV�QRW�IOXFWXDWH�XS�DQG�GRZQ�IURP�EDWFK WR�EDWFK��WKH\�ZLOO�EH�DEOH�WR�
WDUJHW�VL[�PLQXWHV��DQG����VHFRQGV ��������,I�WKHLU�VWDQGDUG�GHYLDWLRQ�LV�ODUJHU��WKH\�ZLOO�
KDYH�WR�WDUJHW�DERYH�WKH�QLQH PLQXWHV�����VHFRQGV��������WR�HQVXUH WKDW�QR�PRUH�WKDQ�
�����IDOO�EHORZ�WKH�WZR�PLQXWHV�����VHFRQGV �������VSHFLILFDWLRQ�OLPLW�

�� +RZ�PDQ\�FXUUHQW�EDOOV�ZLOO�EH�LPSDFWHG�E\�WKH�QHZ�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ"
7KHUH�KDYH�EHHQ�QR�VXEPLWWHG�EDOO�VDPSOHV�IRU�DSSURYHG�PRGHOV�WKDW�KDYH�IDOOHQ�EHORZ�
WZR�PLQXWHV�����VHFRQGV���������VLQFH�86%&�VWDUWHG�WHVWLQJ�IRU�RLO�DEVRUSWLRQ�
�DSSUR[LPDWHO\�����EDOOV�WR�GDWH��

)URP�WKRVH�����ERZOLQJ�EDOOV� LW�FDQ�EH�VKRZQ�WKDW�DSSUR[LPDWHO\�����RI�ERZOLQJ�EDOOV�
FXUUHQWO\�EHLQJ�VXEPLWWHG�IRU�DSSURYDO�DUH�PHDVXUHG�ZLWK�WLPHV�RI�OHVV�WKDQ�VL[ PLQXWHV��
���VHFRQGV ��������7KH�FXUUHQW IDVWHVW�RLO�DEVRUSWLRQ�WLPH�IRU�DQ�DSSURYHG UHDFWLYH�UHVLQ�
ERZOLQJ�EDOO�PHDVXUHG LV�WZR PLQXWHV�����VHFRQGV ��������7KH�FXUUHQW VORZHVW RLO�
DEVRUSWLRQ�WLPH�IRU�D�UHDFWLYH�UHVLQ�ERZOLQJ�EDOO�PHDVXUHG LV�WZR KRXUV���� PLQXWHV��DQG�
�� VHFRQGV �����������7KRXJK��PRVW�UHDFWLYH�EDOOV�IDOO�ZLWKLQ�WKH�UDQJH�RI�WKUHH PLQXWHV�WR�
RQH KRXU��

�� :KDW�LI�D�ERZOLQJ�EDOO�LV�DSSURYHG�EHIRUH�WKH�QHZ�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ�EXW�
KDV�DQ�RLO�DEVRUSWLRQ�UDWH�IDVWHU�WKDQ WZR�PLQXWHV�����VHFRQGV�������"
$OO�ERZOLQJ�EDOOV�DUH�JUDQGIDWKHUHG�LQ�IRU�XVH��+RZHYHU��LW�ZDV�GHWHUPLQHG�WKDW�WKH�
SURGXFWLRQ�RI�DSSURYHG�EDOOV�WKDW�GR�QRW�PHHW�WKH������RLO�DEVRUSWLRQ�WLPH�OLPLW�PXVW�EH�
VWRSSHG�DIWHU -DQ�����������

�� :K\�LV�WKHUH�QRW�D�VSHFLILFDWLRQ�IRU�WKH�PD[LPXP�WLPH LW�WDNHV�D�ERZOLQJ�EDOO�WR�
DEVRUE�RLO"
%HFDXVH�WKDW�ZRXOG�PHDQ�YDULRXV�XUHWKDQH�DQG�SRO\HVWHU�ERZOLQJ�EDOOV�ZRXOG�QR�ORQJHU�EH�
DOORZHG�LQ�86%&�FHUWLILHG�FRPSHWLWLRQ��2XU�UHVHDUFK�DQG�HIIRUWV�DUH�IRFXVHG�RQ�WKH�RWKHU�
HQG�RI�WKH�VSHFWUXP��WKXV�ZK\ 86%& VHW�D�ORZHU�OLPLW�VSHFLILFDWLRQ��

���:KDW�GRHV�WKH�QHZ�RLO�DEVRUSWLRQ�VSHFLILFDWLRQ PHDQ�IRU�ERZOHUV"�
6LPSO\�SXW��\RX�ZLOO�EH�DEOH�WR�FRQWLQXH�WR�SXUFKDVH�KLJK�SHUIRUPDQFH�ERZOLQJ�HTXLSPHQW��
7KHUH�UHDOO\�LV�QR�LPPHGLDWH�LPSDFW�IRU�WKH�ERZOHUV��7KHUH�LV�URRP�IRU�LPSURYHPHQW�IURP�
WKH�PDQXIDFWXUHUV�ZKLFK�ZRXOG�DOORZ�WKHP�WR�WLJKWHQ�WKHLU�VWDQGDUG�GHYLDWLRQ�DQG�UHOHDVH�
ERZOLQJ�EDOOV�ZLWK�IDVWHU�RLO�DEVRUELQJ�UDWHV��MXVW�QRW�EHORZ�RXU�QHZ�VSHFLILFDWLRQ��
,I�WKH�VSHFLILFDWLRQ�ZDV�QRW�LQWURGXFHG��\RX�ZRXOG�FRQWLQXH�WR�VHH�ERZOLQJ�EDOOV�DEVRUE�RLO�
HYHQ�IDVWHU��7KLV�FRXOG UHTXLUH�DGGLWLRQDO�H[SHQVHV WR PDLQWDLQ�WKH�EDOO¶V�SHUIRUPDQFH��7KH�
QHHG�IRU�WKLV�VKRXOG�EH�VOLJKWO\�UHGXFHG� VR�WKDW�\RXU�HTXLSPHQW¶V�SHUIRUPDQFH�KROGV�XS�
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VOLJKWO\�ORQJHU��<RX�PD\�ILQG�\RXUVHOI�PRYLQJ�\RXU�IHHW�VOLJKWO\�FORVHU�WR�WKH�RXWVLGH�VR�WKDW�
\RX�FDQ�EHWWHU�OLQH�XS�RQ�WKH�ODQHV�WR�KLW�WKH�SRFNHW��7KHUH�VKRXOG�EH�QR�HIIHFW�RQ�\RXU�
VFRUHV�GLUHFWO\��

���:K\�GRHV�86%&�EHOLHYH�WKDW�OLPLWLQJ�WHFKQRORJ\�LV�WKH�ULJKW�GLUHFWLRQ�IRU�
ERZOLQJ"
7KH�86%&�(TXLSPHQW�6SHFLILFDWLRQV�DQG�&HUWLILFDWLRQV�WHDP¶V�RQJRLQJ�FRPPLWPHQW�LV�WR�
VWD\�LQIRUPHG�DQG�DQDO\]H�FKDQJLQJ�SURGXFWV��DQG�WKRURXJKO\�WHVW�QHZ�SURGXFWV�WKDW�FRXOG�
LPSDFW�WKH�VSRUW��7KURXJK�WKH�%RZOLQJ�7HFKQRORJ\�6WXG\�RI�������86%&�GLG�H[WHQVLYH�
UHVHDUFK�DQG�FRPPXQLFDWHG�ZLWK�ERZOLQJ¶V�VWDNHKROGHUV�IRU�QHDUO\�WKUHH�\HDUV�WR�
GHWHUPLQH�LI�WKH�FXUUHQW�GLUHFWLRQ�RI�WHFKQRORJ\�ZDV�LQ�WKH�EHVW�LQWHUHVW�RI�ERZOLQJ��

7HFKQRORJ\�DGYDQFHPHQWV�LQ�WKH�ERZOLQJ�EDOO��WKH�ODQHV��DQG�RLO�FRQGLWLRQV�KDYH�PDGH�DQ�
LPSDFW�RQ�WKH�VSRUW�GXULQJ�WKH�ODVW�VHYHUDO�GHFDGHV��DQG�UHFHQW�VWXGLHV�E\�WKH�8QLWHG�
6WDWHV�%RZOLQJ�&RQJUHVV�(TXLSPHQW�6SHFLILFDWLRQV�DQG�&HUWLILFDWLRQV�WHDP�KDV�VKRZQ�WKH�
LQWHUDFWLRQ�RI�WKHVH�IDFWRUV�DUH�SURJUHVVLYHO\�JURZLQJ�RXW�RI�EDODQFH��FUHDWLQJ�DQ�LQWHJULW\�
ULVN�IRU�WKH�VSRUW�

:KLOH�ERZOLQJ�EDOO�WHFKQRORJ\�KDV�DGYDQFHG��WKH�SK\VLFDO�SOD\LQJ�ILHOG�UHPDLQV�PRVWO\�
XQFKDQJHG��

7KH�YROXPH�RI�RLO�XVHG�RQ�WKH�ODQHV�KDV�QHDUO\�WULSOHG�RYHU�WKH�ODVW�IRXU�GHFDGHV��7KH�
FRPELQDWLRQ�RI�DGYDQFLQJ�EDOO�WHFKQRORJ\�DQG�KLJKHU�UHYROXWLRQ�ERZOLQJ�VW\OH�LV�GLVUXSWLQJ�
WKH�RLO�SDWWHUQ�TXLFNHU��

,W�KDV�OHG�WR�WKH�ODQHV�WUDQVLWLRQLQJ�PXFK IDVWHU��ZLWK�OHVV�FRQVLVWHQF\�DQG�JUHDWHU�
PDQLSXODWLRQ��$OO�RI�WKLV�WKUHDWHQV�WKH�LQWHJULW\�RI�WKH�VSRUW��7KH�VXVWDLQDELOLW\�DQG�
LQWHJULW\�RI�WKH�FXUUHQW�HQYLURQPHQW�RYHU�WKH�ORQJ�WHUP�LV�WKH�FKLHI�FRQFHUQ�IRU�WKH�IXWXUH��

7KH�WHFKQRORJ\�RI�WKH�ERZOLQJ�EDOO�LQ�WKH�KDQGV�RI�WKH�FRQVXPHU�GLFWDWHV�KRZ�PXFK�RLO�LV�
RQ�WKH�ODQH�DQG�WKH�OHYHOV�RI�RLO�LV�LQFUHDVLQJ�WR�WKH�SRLQW�RI�EHLQJ�XQPDQDJHDEOH�

+RZ�KDV�WKH�FRPSHWLWLRQ�EHHQ�LPSDFWHG"�:KHQ�ODQHV�WUDQVLWLRQ��PDNLQJ�WKH�FRUUHFW�PRYHV�
DQG�TXDOLW\�VKRW�PDNLQJ�PD\�GHWHUPLQH�WKH�ZLQQHU��+RZHYHU��LQ�WKLV�HQYLURQPHQW��ILQGLQJ�
WKH�ULJKW�EDOO�WR�PDWFK�WKH�FRQGLWLRQ�FDQ�EH�PRUH�LPSRUWDQW�WKDQ�H[HFXWLRQ�VNLOO��

7KH�VSRUW�LV�EHLQJ�FKDQJHG�E\�WHFKQRORJ\��DQG�LW¶V�LPSRUWDQW�WR�GHWHUPLQH�LI�VXFK�FKDQJHV�
DUH�OHVVHQLQJ�WKH�LPSRUWDQFH�RI�TXDOLW\�VKRW�PDNLQJ�DQG�ERZOHU¶V�VNLOO�

2XU�VSRUW�LV�DW�D�FURVVURDGV��DV�³ZH´ DUH�UXQQLQJ�RXW�RI�ODQH��OLWHUDOO\�

,I�WKLV�HVFDODWLRQ�FRQWLQXHV��ZKDW�ZLOO�WKH�VSRUW�ORRN�OLNH����RU����\HDUV�IURP�QRZ"�$V�WKH�
1DWLRQDO�*RYHUQLQJ�%RG\��86%&�KDV�D�UHVSRQVLELOLW\�WR�ORRN�DKHDG�DQG�PDNH�WKH�KDUG�
GHFLVLRQV�QRZ�WR�HQVXUH�D�IXWXUH�IRU�WKH�VSRUW�IRU�GHFDGHV�WR�FRPH�

7KURXJK�WKH�UHVHDUFK�DQG�GDWD��WKH�86%&�(TXLSPHQW�DQG�6SHFLILFDWLRQV�&RPPLWWHH�KDV�
PDGH�QHFHVVDU\�GHFLVLRQV�LQ�WKH�EHVW�ORQJ�WHUP�LQWHUHVW�RI�WKH�VSRUW�

%$//�&/($1(56

�� ,�KDYH�D�EDOO�FOHDQHU�WKDW�KDV�WKH�86%&�³$SSURYHG�$Q\WLPH´�ORJR�RQ�LW��&DQ�,�VWLOO�
XVH�WKH�FOHDQHU�GXULQJ�FRPSHWLWLRQ"
1R��DIWHU�$XJXVW �� ������RQO\�D�GU\�WRZHO�FDQ�EH�XVHG�WR�FOHDQ�\RXU�ERZOLQJ�EDOO GXULQJ�
FRPSHWLWLRQ�
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�� ,�VWLOO�VHH�WKHUH�DUH�SURGXFWV�ZLWK�WKH�86%&�³$SSURYHG�$Q\WLPH´�ORJR�RQ�LW��:K\�
LV�WKDW"
86%&�FRPPXQLFDWHG�LQ�DGYDQFH�RI�WKH�UXOH�FKDQJH�ZLWK�ERZOLQJ�EDOO�FOHDQHU�FRPSDQLHV
DERXW�RXU�LQWHQW��EXW�WKH\�ZHUH�QRW�RIILFLDOO\�QRWLILHG�XQWLO�WKH�UXOH�FKDQJH�ZDV�DQQRXQFHG��
7KH�UXOH�ZDV�SXW�LQ�SODFH�IRU�$XJXVW���������WR�DOORZ�WLPH�IRU�HYHU\RQH�WR�F\FOH�WKURXJK�
WKHLU�SURGXFWV��6RPH�ZLOO�GR�WKDW�IDVWHU�WKDQ�RWKHUV��

�� :KDW�LI�WKH�ODQH�RU�FHQWHU�HTXLSPHQW�GDPDJHV�P\�EDOO"
,I�WKHUH�LV�D�EHOW�PDUN�RU�RWKHU�VXEVWDQFH�WKDW�FDQ¶W�EH�UHPRYHG�ZLWK�WKH�GU\�WRZHO�DORQH��
\RX�PD\�FRQWDFW�WKH�OHDJXH RU�WRXUQDPHQW�RIILFLDO�DERXW�XVLQJ�D�FOHDQLQJ�SURGXFW��

�� &DQ�,�FOHDQ�P\�EDOO�ZLWK�DQ�DSSURYHG�FOHDQHU�GXULQJ�SUDFWLFH"
<RX�FDQ�FOHDQ�\RXU�EDOO�ZLWK�DQ�DSSURYHG�FOHDQHU�GXULQJ�SUDFWLFH�XQOHVV�RWKHUZLVH�
VSHFLILHG�E\�HYHQW�UXOHV��

�� &DQ�,�FOHDQ�P\�EDOO�ZLWK�DQ�DSSURYHG�FOHDQHU�EHWZHHQ�JDPHV�GXULQJ�FHUWLILHG�
FRPSHWLWLRQ"
<RX�FDQQRW�FOHDQ�\RXU�EDOO�EHWZHHQ�JDPHV� DV�WKH�FRPSHWLWLRQ�KDV�VWDUWHG�

�� &DQ�,�FOHDQ�P\�EDOO�ZLWK�DQ�DSSURYHG�FOHDQHU�EHWZHHQ�WRXUQDPHQW�VTXDGV"
<RX�FDQ�FOHDQ�\RXU�EDOO�ZLWK�DQ�DSSURYHG�FOHDQHU�EHWZHHQ�VTXDGV�XQOHVV�RWKHUZLVH�
VSHFLILHG�E\�HYHQW�UXOHV��³'XULQJ�FRPSHWLWLRQ´�VKRXOG�EH�GHILQHG�E\�HYHQWV�WR�LQFOXGH�RU�
H[FOXGH�SUDFWLFH�DQG�WLPH�EHWZHHQ�FRPSHWLWLRQ��ZKHUH�DSSOLFDEOH��

�� :KDW�W\SH�RI�WRZHOV�DUH�DSSURYHG�IRU�XVH�GXULQJ�86%& FHUWLILHG FRPSHWLWLRQ"
$OO�GU\�WRZHOV DUH�DOORZHG��LI�LW�GRHVQ¶W�DOWHU�WKH�VXUIDFH�RI�WKH�ERZOLQJ�EDOO� 7KLV�LQFOXGHV�
WKH�XVH�RI�GU\�VKDPP\V�

�� 6LQFH�,�FDQ�RQO\�XVH�D�GU\�WRZHO�WR FOHDQ�P\�EDOO��ZKDW�LI�LW�ZDV�XVHG�ZLWK�D�OLTXLG�
FOHDQHU�SULRU�WR�FRPSHWLWLRQ"
<HV��\RX�FDQ�XVH�WKDW�WRZHO LI�WKH WRZHO�LV�GU\�DW�WKH�WLPH�RI�XVH�GXULQJ�FRPSHWLWLRQ�

6KRXOG�\RX�KDYH�DGGLWLRQDO�TXHVWLRQV�QRW�FRYHUHG�DERYH��SOHDVH�GLUHFW�WKRVH�WR�
VSHFLILFDWLRQV#ERZO�FRP�


