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,)56 6 7&)' ,QWURGXRWERQ\ QWURGXFWLR

&OLPDWH FKDQJH DQG IRRG VHFXULWRZLPIDL 8 QKR! WKH ZRUOG-V OHDGLQJ VH
ELJJHVW FKDOOHQJHV IDFLQJ KXPDQFWPSHQLHY UDQNHG QXPEHU RQH RQ ERW
UHFRJQLVH WKH JURZLQJ VLIQLILFDOFMHURNHMWOEPBWWKUDOLVDWLRQ DQG VXVWDLQ
FKDQJH RQ RXU EXVLQHVV DQG WKH IPEMRHWKHQFRVLIHY ODUIJHVW $WODQWLF \
RI SURGXFLQJ IRRG IURP WKH RFHDQ AWK KRBXMWNYWQ ROXRMROQRHYV LQ
WR FOLPDWH FKDQJH $V D FOLPDWH HOUXHYBOKNQMRWR D JOREDO PDUNHW VKDU
SURGXFHU ZH GLVFORVH FOLPDWH UR®PWHEPPWH\DQG
RSSRUWXQLWLHV LQ D VWUXFWXUHG DQG WUDQVSDUHQW
PDQQHU 7KLV UHSRUW KDV EHHQ SuWldBBu#¢& VOWHG D JOREDO VXVWDLQDELOL
DFFRUGDQFH ZLWK ,)56 6 &OLPDWH UHRDWRGFRUHV DQG UHFRJQLWLRQ E\ 7,0
"LVFORVXUHV LVVXHG E\ WKH ,QWHUBDbWKKIQHRI OG-V PRVW VXVWDLQDEOH FRP
6XVWDLQDELOLW\ 6WDQGDUGYV %RDUGRPRDEX KRVOKB VXRQ\ LQWHIUDWHG YDOXH
WKH UHFRPPHQGDWLRQV RI WKH 7DVNURRJFRHKR® R SODWH DQG SURGXFHV LWV
&OLPDWH UHODWHG )LQDQFLDO 'LVFJRUHRRPHRQYWDOO\N FHUWLILHG IHHG VSHF
GHVLJQHG IRU WKH ORZL VDOPRQ VWUDLQ

ORZL KDV DGRSWHG D JOREDO DSSURDFK WR

FOLPDWH FKDQJH DOLJQHG ZLWK FOLPW WY R MWPHH RI WKH YDOXH FKDLQ ZH
DQG WKH 3DULV $JUHHPHQW 2xU WDWRAPYHYRQH VKDUHG DLP WR SURYLGH I
DSSURYHG E\ WKH 6FLHQFH %DVHG 7BBYPYSRSXODWLRQ ZLWK GHOLFLRXV KH
LOQLWLDWLYH 6%7L DQG DUH DOLJQHIWUAWIPRX Vs §RRG IURP WKH RFHDQ LQ D

SDWKZD\ VXSSRUWLQJ WKH 3DULV JRHD/RTOWKE  RViGHPODQHW DQG DOORZV ORF
J@EDZDWP IQ) \R  f& DERYH SUH IQGXVADO FRPPXQLWLHV WR IORXULVK $ SURGXFW H
OHYHOV ORZL LV SURXG RI HYHU\ GD\

ORZL LQWHJUDWHYV FOLPDWH UHODWHG & ERFSIRWEHRM VgL Q DUHDV VXEK DV JHC
RXU ,QWHJUDWHG $QQXDO UHSRUW Vi & x 0D BREHG SURFHVVLQJ DQG VPL
DQG (656 ( vHEMSRIDNY TEZT krpsp¥tFKQRORIVKDYH WUDQVIRUPHG RXU EXV
[EEVIWoQG LQ DGGLWLRQ ZH KDYH DBF& SODFH XV'LQ D OHDGLQJ SRVLWLRQ W
VXPPDULVHG WKH ULVNV DQG RSSRUWXDEwEHRY HTLY{ §FPSPQLHV FDQ PDWFK
IURP FOLPDWH FKDQJH RXU VWUDWHILF Bs'SURBRE SURGXFWY WR PRUH WKDQ
WRZDUGV D ORZ FDUERQ HFRQRP\ DQBRALYULHV DUH UHSHRNG\GWIHG/ LDRQ G
FRUSRUDWH WDUJHWYV LQ WKLV ,)56 GHPLﬁ-Ps'?-‘e\UWS{'RQ@BH ORZL LV RUJDQLVHG LQ
PRUH H[WHQVLYH GHVFULSWLRQ RI RYfYHH EXVLQHVV DUHDV JHHG )DUPLQJ L
HPLVVLRQV DQG FOLPDWH vwWUDWHJI\ s'PHBVHYWRA rRxu

&'3 UHSIRBMW/I FUDLU\ ORZ1 &RPSDQ\

CHEVIWH
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*RYHUQDQFH UHJXODUO\ DV D PLQLPXP WZLFH D \HDU

WKH /RQJ 7HUP 30DQ SURFHVV DQG $QQXD

7KH *RYHUQDQFH %RG\ 5/HY|];I@ZG WR WKH %RDUG RQ SURJUHVV DQ(
ODQDJHPHQW 2YHUVLJKW GHYHORSPHQWY LQ RXU VXVWDLQDELOLW\

7KH %RDUG RI 'LUHFWRUV LV WKH KLJ'Rﬁb%\PWHG FRQWUROV DSQG SURFHGXUHV
JRYHUQDQFH ERG\ DQG KROGV WKH R%%%FDFEJIJ—'@E JDQDJLQJ LPSDFWV ULVNV DQ

UHVSRQVLELOLW\ IRU RYHUVHHLQJ w*ﬁﬁsﬁé’ﬂ’\% bH&Dlv\ﬂ-WEHJUDWHG ZLWK RWHE

LPSDFWV ULVNV DQG RSSRUWXQLWL'I-)|(\9'BW'V%IQ—\L/D\XIﬁ%VH LQFOXGH RXU \HDUO\ E
QJ WHUP SODQ ZKLFK LV

ZLWK RXU RSHUDWLRQV 7KH\ DUH LQ VHV \ﬁf)(B 95 U VXVWDLODELOLW\ FR

VHWWLQJ WDUJHWYV DQG PRQLWRULQE'W gHU

RXU VXVWDLQDELOLW\ LQLWLDWLYHVPE}RWLO/OQFQE{UéODOQEIV\\;VN DERYH LQFOXGH

$XGLW &RPPLWWHH WRJIJHWKHU ZLWK %%Q\L/L\FHUDWLRQV RI LPSDFW ULVNV DQG
|QIVXQLWLHV LQ ORZL V RZQ RSHUDWL

H[HFXWLYH WHDP *URXS ODQDJHPHQ \ 262
+07 GHYHORS DSSURYH DQG XSGDWH 3§3P\FKDLQ 7R PDQDJH ULVN 7KH &

YLVLRQ YDOXHV JXLGLQJ SULQFLsOHV PSR! SSRQVRULQJ 2UJDQLVDWL
SULQFLSOHV PDWHULDOLW\ DQDO\VLRNRYHYBWH ST Y\ VN IUDPHZRUN LV DSSOLH

SROLFLHV DQG WDUJHWV UHODWHG W YRV 8 PoEYRIRULHY
GHYHORSPHQW

2SHUDWLRQDO ULVN

$XGLW &RPPLWWHH LV UHVSRQVLEOH IRWEBRHWRY LRV N
WKH FRPSDQ\-V ILQDQFLDO VXVWDLQDELOLW\

UHSRUWLQJ SURFHVVHV DQG WKH HIlIHPVSTRYIMRR FLViy
VI\VWHPV IRU LQWHUQDO FRQWURO DQG&BPBNLDQFH ULVN
PDQDJHPHQW 7KH $XGLW &RPPLWWHH VKDOO DOVR
KDYH UHJXODU FRQWDFW TXDUWHUO\XUZWWKUWPRHWH WKH %RDUG RI 'LUHFWRUV
FRPSDQ\:V DXGLWRU UHJDUGLQJ WKHODRBGUWRRQOWI7ZTHDP RYHUVHH WKH VHWWLQ
WKH DQQXDO DFFRXQWV DQG VXVWDLQDELOWW\UHODWHG WR PDWHULDO LPSDF\
UHSRUWLQJ DQG VKDOO HYDOXDWH DRSS RYWXOHMW MHMH PRQLWRULQJ WKH SURJ
DXGLWRU:V LQGHSHQGHQFH 7KH $XGWWH&RPRDWWHWY RQ D TXDUWHUO\ EDVLYV
UHYLHZV HWKLFDO DQG FRPSOLDQFHWYWHPODWLF DQG VWUXFWXUHG DSSURDFK
DFKLHYLQJ RXU VXVWDLQDELOLW\ JRDOV
6XSSRUWLQJ WKH %RDUG Rl 'LUHFWRDNFFRZQ WKHL®X®AWRU DFKLHYLQJ FOLPDW
&RPPLWWHH LV WKH 6XVWDLQDELOLWI X&RPPLQDERBD LW\ UHODWHG WDUJHWV DS
WDVNHG ZLWK GHYHORSLQJ DQG LPSOHRHOWIHQYDULDEOH UHPXQHUDWLRQ IURF
VXVWDLQDELOLW\ VWUDWHJILHV 7KH GKRUWD 7GINPLQAHQWLYH 3URJUDPPH 67,3
&RPPLWWHH FRQVLVWYVY RI PHPEHUV RMHQRIZRUVDQG PLGGOH PDQDJHPHQW ZDV Gl
*URXS ODQDJHPHQW 7HDP DQG LOQWHIDQAMOIHG WR WKH DFKLHYHPHQW RI VXVWDI
UHSUHVHQWDWLYHV RI DUHDV VXFK DUWHDOWHGVWDUJHWY LQFOXGLQJ FOLPDWH
UHODWLRQV FRPPXQLFDWLRQ SURF3XHWPRQOMDREKB LQGLFDWRUV
EUDQGLQJ 7KLV 6XVWDLQDELOLW\ &RPPLWWHH
PRQLWRUYV DQG PDQDJHV WKH LPSDFWKH WRNYG RQGBUVHHY DOO PDQDJHPHQW |
RSSRUWXQLWLHY DVVRFLDWHG ZLWK R UWEXVRROINYHPHQW OHYHO WKH VRFLDO
RSHUDWLRQV 7KLV FRPPLWWHH LQF@UGHHE HFOHIBWHG WR WKH &KLHI +XPDQ 5H"
.ULVWLDQ (OOLQJVHQ ZKR ZRUNV FORVYHFHAWZDWIE WKH HQYLURQPHQWDO LPSDF
&KLHI 6 XVWDLQDELOLW)\ 2IILFHU &DWIXUIHQ 5 0WW WILQIYELOLW)\ 2IILFHU 'HOHJDW
ZKR OHDGV RXU VXVWDLQDELOLW\ LQLWDDWIFRAMQWQAA WK ORZL V ORQJ WHUP S
UHSRUWV WR WKH %RDUG $XGLW &RPRRWWR®E RRILYH \HDUV ZKLFK LV UHYLHZ
VXVWDLQDELOLW\ PDWWHUV DQQXDOO\ WRIJHWKHU ZLWK WKH ERDUG D
JURXS PDQDJHPHQW WHDP ORZL V VXVWDI
7KHVH UROHYV DQG UHVSRQVLELOLWLMWDDWHIXWQIGQHREOILGLHY DUH LPSOHPHQYV
RXU FRPSDQ\ V JRYHUQDQFH GRFXPHQWVRXQ&RXW WKH JURXS DQG LQIOXHQFH
VXVWDLQDELOLW\ SROLFLHV SURYLGDQHDV DX EWXIUHHEYY XQLWY ORZL V (6*
DSSURDFK WR PDQDJLQJ RXU VXVWDLRYHUIMIAFH LQFOXGHY KRZ DOO ERGLHV
LQLWLDWLYHV 7KH &KLHI 6XVWDLQDBRELWA 2 XV WU QMHSIROUWAN VWUDWHJI\ DQG K
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WR LPSDFW ULVN DQG RSSRUWXQLW ISH\R ZUVKRIK) HIQEKVKH 8QLWHG 1DWLRQV
HQWLW)\ DQG EXVLQHVV DUHD LQ WKHQYRXBQPHQW 3URJUDPPH )LQDQFH ,QLWL
7R HQVXUH HIIHFWLYH RYHUVLJKW OREHMW FRPSHWHQFLHV HQVXUH WKDW RXU
FRPPLWWHG WR HTXLSSLQJ LWV JRYHWRYBIQRHW ERIGIERRGLHY FDQ HIIHFWLYHO\ DV
ZLWK WKH VNLOOV DQG H[SHUWLVH UMRZLVHEDWR (RYDHUVPSIDFWY ULVNV DQG R
\XWBIQDEIOV DQG F@ D\W UHOWG P DWHLY DQG PDNH LQIRUPHG GHFLVLRQV LQ DQ LQ
%RDUG PHPEHUV DQG VHQLRU H[HFXWRVPHBWOH|[ VXVWDLQDELOLW\ ODQGVFDSH 7
FROOHFWLYHO\ EULQJ UHOHYDQW H[9HIG WQFIH RQWKHHDWKHVH VNLOOV RYHU W
VXFK DV VXVWDLQDEOH EXVLQHVV VWRNYWHQDQFH ERGLHYV DOVR KDYH DFFHVV
UHVSRQVLEOH ILQDQFH WKH LPSOHPHQWH\DROQHRS MMKMLVH DQG SDUWLFLSDWH
6XVWDLQDEOH '"HYHORSPHQW *RDOV WUPLQRQG SURJUDPPHV RQ HPHUJLQJ VXV
SDUWLFLSDWLRQ LQ LQWHUQDWLRQDDQRD EPDWHWH G\W Y BIW RBIRY QW V
LQFOXGLQJ WKH 81 &OLPDWH 1HXWUDO 1RZ
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6WUDWHJ\

&OLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHYV

ORZL KDV LGHQWLILHG FOLPDWH UHOODMGLX B RKNWUPDIOV IURP WKH HQG RI WKH VK
DQG WUDQVLWLRQ ULVNV DQG RSSRUNMWKXQRWILNW \BIDWRVE QUBKBIRQJ WHUP LV GHI
YDOXH FKDLQ 7KH WLPH KRUL]JRQV FRBVHGWMKRG DOHIYHDUV 9HU\ ORQJ WHUP

ZLWK WKRVH DSSOLHG LQ WKH ILQDQRLFO LMARIMHAHPKHIAMY LV FRQVLGHUHG IURT
6KRUW WHUP LV WKH UHSRUWLQJ SHULRGIRELRKDY QR PDMRU GHYLDWLRQV IUR
ILQDQFLDO VWDWHPHQW RQH \HDU GHILQHG WLPH KRUL]JRQV

3RWHQWLDO
7LPH |)LQDQFLDO
5LVN $UHD |5LVN 7\SH 'HVFULSWLRQ 9DOXH &KBRQLIRQPSDFW
&KURQLF | 6HD VXUIDFHVK VWRFN VXUYLYDO KHDOWK | 2BQZWK DEIGREMO VREH
WHPSHUDWPOMEH DIIHFWHG E\ HQYLURQPHQ W S@UIDWWRQW VXFK
FKDQJHV DV SODQNWRQ ORZ R[\JHQ OHYHOV DQG IOXFWXDWLQJ
VHDZDWHU WHPSHUDWXUHY ,QFUHDVHG VHDZDWHU
WHPSHUDWXUHV FDQ LQIOXHQFH|WKH RQVHW RI +DUPIXO
$0JDH %ORRPV +$% OHDGLQJ WR ILVK PRUWDOLW\
3K\VLF D& XWH ,QFUHDVHG@[WUHPH ZHDWKHU HYHQWYV LQ D RERQJLQJ HORP\W WIH G LXF
5LVN H[WUHPH | KDV WKH SRWHQWLDO WR DIIHFW RSHUDWIRQKY DQ G
ZHDWKHU | KDUYHVW Rl UDZ PDWHULDOV QHHESH® ULRHDPLVK IHHG
HYHQWY | OHDGLQJ WR KLIJKHU RSHUDWLQJ FRVWV
1DWXUDO GLVDVWHUV DQG FDWDVWURSKHVOHGILXPWRGPXF
IORRGLQJ DQG ODQGVOLGHV PDY FDXVH GLVUXSWLRQV LQ
RZQ RSHUDWLRQV DQG WKH VXSSO\ FKDLQ
3ROLF\ /H@FHMJILQJ| ,QFUHDVHG FDUERQ WD[DWLRQ RQ@Z®* HPLVOHRIQWFRIOHGLXP
5HIXODWLEGFRPLQJ FRPPRQ SUDFWLFH LQ | \RSHHUWDMA RRXQWULHV
ZKHUH ZH RSHUDWH 7KHVH SULFHV KDYH WKH
SRWHQWLDO WR LQFUHDVH UHVXOWLQJ LQ LQFUHDVHG
RSHUDWLRQDO FRVWYV
7HFKQRORJLFRADUPLPUPLQJ WHFKQRORJLHV VXFK DV ZHFLUFX®MMBLEE OHGLXR
WHFKQRORSTHNFXOWXUH 6\WWHPV 5%$6 DQGRSMHRMHGLRQV
FRQWDLQPHQW V\VWHPV DW VHD| WKDW FRXOG EH
DGYDQWDJHRXV LQ PLWLJDWLQJ FHUWDLQ
HQYLURQPHQWDO LPSDFWV FRXOG SRWHQWLDOO\
7UDQVLWLRQ LQFUHDVH WKH HQHUJ\ LQWHQVLW\ RI IDUPLQJ
5LVN RSHUDWLRQV DIIHFWLQJ WKH FOLPDWH FKDQJH
PLWLJDWLRQ
ODUNHW D@BUNHW | ,QFUHDVHG FRVWV RI UDZ PDWHURZQV OLQKEKRBUIN WK GLXP
5HSXWDWLRIQDQJHV | FOLPDWH FRQGLWLRQV VXFK DV GRIRKUBWNRRWY (O LLQR (O
1LQD FRXOG FRQWULEXWH WR LQBSNBMHMHE® RSHUDWLRQDO
FRVWYV
5HSXWDWLRDO®MRQ HVFDSHYV GXH WR H[WUHP2Z@HDW K K RHUYW Q/\R ¥
ULVN RU HTXLSPHQW IDLOXUHV KDYH WRBHURDMH®WVYDO WR
LPSDFW ZLOG VDOPRQ VWRFNV UHRXQWWQHDP QHJIJDWLYH
SXEOLFLW\ DQG GDPDJH WR RXU UHSXWDWLRQ
ODUNHWV | ,QFUHDVHG UHYHQXH VWUHDPV D2ZARUH SHRSILKFE OHGLXP
H[KLELW GLHWDU\ VKLIWV WRZDU®S$HHDUXWWRGVRRG DV WKH
ZRUOG PRYHV WRZDUG D ORZ FDURRQWFEBRP\
5HVRXUFH 8VH Rl UHQHZDEOH HQHUJ\ VRXUFHV DQG K6KWRIGN | OHGLXP
(IILFLHQF\HQHUJ\ PDQDJHPHQW V\VWHPV FDQ UHGXFH
RSHUDWLQJ FRVWV DV ZHOO DV HPLVVLRQV WKDW PD\ EH
2SSRUWXQLWLHV QHHGHG WR FRPSO\ ZLWK IXWXUH UHJXODWLRQV
'"HSOR\PHQW RI ODUJH SRVW VPROWV LQW R OW iGH XZD-ULPIHKU
ZDWHUV FDXVHG E\ ULVLQJ VHD VXUIDFH
WHPSHUDWXUHV DOORZLQJ WKHP WR JURZ PRUH
UDSLGO\ ZKLOH DYRLGLQJ WKH SHDN SHULRGV RI
LQFUHDVHG ELRORJLFDO ULVN PD\ FRQWULEXWH WR
ERRVWLQJ SURGXFWLYLW\ DQG UHYHQXH
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%XVLQHVV PRGHO DQG YDOXHLFK®DILKYIKHU RSHUDWLQJ FRVWV LQ Wi

‘H EHOLHYH WKDW E\ IDUPLQJ WKH RIZYKF.-H_%qvpilwl ,9 QXSSO FKDBIQ HVP D\

VXVWDLQDEO\ SURGXFH KHDOWK\ QX'\:'/\)_U:L PLHR§6U )%;URQRXQFHG RYHU WLPH

WDVW\ IRRG IRU VRFLHW\ DW ODUJH IQ(X;IEIJI:Q%@_'G\R
SODQHW LV FRYHUHG E\ ZDWHU \HW allf(H lB%LWHG

IDWLRQV )RRG DQG $JULFXOWXUH RU.JDq%I_VDWLRFEQSHUDWLR V VHD VLWHV ED
)$2 HVWLPDWHV WKDW RQO\ DURXQGQ W Q Q

ZRUOG-V IRRG FDORULF vXsso\ FRPHY TURPMWIKH(URQLF DQG DEXWH SKIVLFDO L

IQJ DWW IHVDQG FRWY

—C

RFHDQ 7KH RFHDQ KDV WKH SRWHQ\/\}I")L Fooﬁl Lgdgvﬂ%H%WIiEEHH\\/(V:P\?VT/UV[\;EV[;(VLJHP;
RYHU VL[ WLPHVY PRUH IRRG WKDQ LW (9FS;HV[WBgD\ Q
JV Ykl_(g\BED&URZWK DQG ZHOII

IRRG WKDW LV KLIKO\ QXWULWLRXV IJI& |§V¥ LF%

\
YLWDPLQV PLQHUDOV RPHJD DQG IJ«JV\%%V EFJ)\CL/%(éfWV$GGLWLRQDOO\ wubQ

QRW IRXQG LQ SODQW EDVHG RU RWKHU %’5%7[388 WHFKQRORJLHV VXFK DV
SURWHLQV ,Q IDFW DFFRUGLQJ WR WRH G SITN) HNEMP V SUNHQIERW |

$VVHVVPHQW WKH QXWULWLRQDO FR %/\?URLEV&W{{R LRV F0xG FRPOOHQIHYV "HSOF
IRRGV LV VLIQLILFDQWO\ KLIKHU WKO® SUH LA YPROWY LQWR WKH ZDUPHU 2
HVWLPDWHG 7KLV DSSURDFK HQVXUHV WKbWERXFVLEQI VHD VXUIDFH WHPSHUD
RXWSXWV FRPSULVLQJ VXVWDLQDEO R SURKERPWYKBEVR JURZ PRUH UDSLGON 2
VHUYLFHV WUDQVODWH LQWR HQKDQEFHG: EX Gy #4ySHDN SHULRGV RI'LQFUHDA

VDWLVIDFWLRQ SRVLWLYH HQYLURQIEDEI &/%%)LFLLBQI?/%WDVN GPBI\-IEEQ;/(VHUL'EKXLV(\;EI V\/\\I/iHE,
DQG LQFUHDVHG LQYHVWRU FRQILGH R Q Q '

—

Y
JLHVY PD\ KHOS UHGXFH FHUWDL
I-AQ%DO SUHVVXUHV WKH\ PD\ D

FRQWURO RXU SURGXFWV IURP URH V\}'F? S%%WI—P B%I&S I\-|LQWHQVLW\ DITHFWLQJ

PRUH SURDFWLYH LQ DGGUHVVLQOJ FOL'PBRWH UGB WRYLRQDO RSSRUWXQLWLHYV
FKDOOHQJHV UHODWHG WR VXVWDLQBES H HQHUJ\ DQG K\EULG HQHUJ\
EUHHGLQJ DQG JHQHWLFV IDUPLQJ DO Q}EWU\(\VWHPV FDQ EH LQWURGXF!
SURFHVVLQJ :H UHIHU WR DFWLYLWLRV MG RE

DIWHU IDUPLQJ L H VHFRQGDU\ suREBRVWIPYI- DY

RFFXUULQJ SULRU WR IDUPLQJ L H % WW&QWWVDWFRQFHWWG
DV XSVWUHDP RSHUDWLRQV :H DOVR VFIQYJWVV BG QRV\?LQYVDXV\F/)::;J \E/\H\J/E’('\*/SVV;\L/ .
DQG GHYHORSPHQW DV LQWHJUDO DFURV/'RXb Y‘]BS(S H Q

FKDLQ 2XU LQWHJUDWHG SURGXFWLIE LIJDI-PO VLGHUDWLRQV 7KH SRWHQW

H
vV XV
VWDELOLVH FRVWYV FRQWURO WKH T)I( %%%\Wﬁl %%%PRWH GLHWDU\ VKLIWV DQG

DS QHHGHG WR DFKLHYH WKH

SURGXFWV DQG LPSURYH HIILFLHQF\ [T LVVLRQ J
$JUHHPHQW LV FOHDU DQG VXSSRUWHG E\

ORZL IROORZ WKH GRXEOH PDWHULD OGN EEYFPHERNEKROGHUYV 7KHUHIRUH SUC'
£65' L H DQ DVVHVVPHOW RI WKH LBYTRA VDOPRQ FRXOG KDYH D ZLGHVS
ORZL SURGXFWV DQG RSHUDWLRQV R SHRGoH FROQWULEXWLRQ SHSXWDWLRQL
HQYLURQPHQW DQG VRFLHW\ DV zHO G DV Bd pdBH Py #HDWKHU HYHQWYV RU L

Rl FOLPDWH UHODWHG ULVNV DQG EXl\PLL(S)I-%(\yVH HDG WR VDOPRQ HVFDSHYV
RSSRUWXQLWLHYV IRU ORZL 'XULQJ WKH ODWHULDOLW

\
SURFHVV ZH KDYH LGHQWLILHG NH\ pow W HOWHIV DQG GHFLVLRQ PDNL
LPSDFWV ULVNV DQG RSSRUWXQLWLHRRZIQE 6AYMILQDELOLWY 6WUDWHJI\ /HDGI

LOQOWHUDFWLRQV ZLWK RXU VWUDWHJIJVBHYRBORSWLRGBYDQ RXWOLQHV WKH FRPSI
PRGHO VXVWDLQDELOLW\ VWUDWHJI\ LQFOXGLQJ

FRPPLWPHQWY DQG DFWLRQV ORZL V SULT

8SVWUHDP FOLPDWH H[SRVXUH LV JUNDWRWVWWRGXWKH RUH IRRG IURP WKH RFHI
IHHG VXSSO\ FKDLQ ZKHUH WKH DYDHYBELBIWOBBEBO SRSXODWLRQ UHVSHFWL
SULFH RI IHHG UDZ PDWHULDOV FDQ BEHHQVLMASHFWM\ VXSSRUWLQJ ORFDO

FOLPDWH FRQGLWLRQV ,QFUHDVHG HRAMHFH WHBWKRQG RITHULQJ FRQVXPHUV
HYHQWYV RU FURS GLVUXSWLRQV OLQKHBOWKEKHOLIK. H¥DOLWN SURGXFWV 7KLV
FOLPDWH SDWWHUQV FDQ DIIHFW WKHVXRAHVKOR@QE WHUP SURILWDELOLW\ O0ORZ
KDUYHVW RI UDZ PDWHULDOV QHHGHGEXWWVRNVXDKHHE W\ 6WUDWHJ\ IRFXVHG RQ

WHQWLDO WR UHGXFH HP
VWV LQ WKH VKRUW WHUP

T
<
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SULQFLSOHV RI 30DQHW DQG 3HRSOHVXAXNBSRYMEOWKW D NH\ FRPSRQHQW R OR:
FRPSDQ\ V VRFLDO DQG HQYLURQPHQWO/WDLQDELOLW\ VWUDWHJ\ WR PLWLJDW
SHUIRUPDQFH WKURXJKRXW WKH YDOXRVHGEQH[WUHPH ZHDWKHU DQG UHGXFH
7KHVH FRPPLWPHQWY DUH GHVLJQHGYWRDMWRUW\ LQ ORZL-V UDZ PDWHULDO VX
SURRI WKH EXVLQHVYV DQG DOLJQ ZLWRZALKWH \BWUDWHJI\ HQVXUHV IXOO WUDFHDE
6XVWDLQDEOH '"HYHORSPHQW *RDOV UDZ PDWHULDOV DQG DGKHUHQFH WR VXV
VRXUFLQJ FUHGHQWLDOV VXFK DV ODULQH
5HFRJQLVLQJ FOLPDWH FKDQJH DV R@HRRIHWKIB ORZL DOVR LQYHVWV LQ 5 ' WR
ZRUOG V PRVW SUHVVLQJ FKDOOHQJHVHVRERXDQYG GHYHORSLQJ QRYHO IHHG U
LGHQWLILHG PDWHULDO ULVNV DQG RPISRKWWOOMM LH V
UHODWHG WR FOLPDWH 7KHVH LQVLJKWY KDYH GULYHQ
WKH GHYHORSPHQW RI ORZL V &OLPDWRIZZW QWIWWHRY LQFOXGH DFKLHYLQJ
30DQ ZKLFK LV LQWHJUDO WR WKH FRPSBFEDELOHW\ Rl IHHG UDZ PDWHULDOV
EXVLQHVV VWUDWHJI\ DQG ILQDQFLDO SOPIQRIQUQHQUDZVPDWHULDOV DUH FHUWI
FRUH DUHDV IHHG IDUPLQJ DQG VDOBIWLQH 7UXVW RU DQ HTXLYDOHQW DQG

PDUNHWLQJ LV FHUWLILHG E\ 3UR7HUUD RU DQ HTXLYD
WKHUHIRUH GHIRUHVWDWLRQ IUHH DQG D
ORZL DLPV WR OHYHUDJH VHDIRRG DWW BKRGILYRQW H RI' LQIJUHGLHQWY VRXUFH(

IULHQGO\ GLHWDU\ RSWLRQ DQG W UD@RYMQLRBOHERUD DREWHULDOV 7KH FRPSDC
FDUERQ HFRQRP\ E\ UHGXFLQJ FDUERRRPPLWWHG WR UHGXFLQJ IHHG FRQYHUVL
HPLVVLRQV DFURVV VFRSHV DQG )&BKHDQG WKH FDUERQ IRRWSULQW RI IHH
FRPSDQ\ LV FRPPLWWHG WR DFKLHYLPDWMWLDOV .H\ SHUIRUPDQFH LQGLFDWRL
VFLHQFH EDVHG WDUJHWV WR ORZHUWKRWBONDBIHWY LQFOXGH WKH SHUFHQWI
HPLVVLRQV DQG WR PDNLQJ LWV VXS BLOAKPKIDIO) PR HLVK RLO FHUWLILHG E\ 0D
FOLPDWH IULHQGO\ ERWK XSVWUHDP DG YDOHQW WKH SHUFHQWDJH RI VR\ FH
GRZQVWUHDP 7KLV LQFOXGHV XVLQJ3WRWHBWI RU HTXLYDOHQW WKH ILVK IHH
DYDLODEOH FOLPDWH IULHQGO\ IHHGGHSHEOBWEBLDOWLR ))'5 IRU PHDO DQG R
UHGXFLQJ GLHVHO XVDJH DW IDUPLQD@GWHWFOXVLRQ RI HPHUJLQJ IHHG UDZ
LQFUHDVLQJ WKH VKDUH RI UHQHZDEPBWHHWI\XVHG

GXULQJ IDUPLQJ DQG SURFHVVLQJ D QK RISSWRPYHYLOQYUDWH )&5 LV D UDWLR WKDW GHVFULE

GRZQVWUHDP WUDQVSRUWDWLRQ ORZLV'WDUSHW ™ P FHuWete bPRXQW REVDOPRQ

LQFOXGH DFKLHYLQJ D UHGXFWLRBRAQ VFREFPLWWHG WR JOREDO WUDLQLQ

DQG UHGXFWLRQ LQ QRQ )/$* ¥fRSHDPPHY DQG HVWDEOLVKLQJ UREXVW
DQG D UHGXFWLRQ LQ VFRSH )/§/\ywHPV WR WDFNOH SK\VLFDO FOLPDWH
HPLVVLRQV E\ XVLQJ DV D EDVH\\HOYQWLI\LQJ EHVW SUDFWLFHV IRU SOTI
'H\ SHUIRUPDQFH LQGLFDWRUV .3,V dBBMKBYbw LoFOXGLOJ WUDLOLOJ IRU
JRDOV DUH WRWDO *+* HPLVVLRQV VERSHY RULPCB QG PLWLIDWLRQ ORZL KDV

DQG WKH SHUFHQWDJH RI' HOHFWULRW /EXHERE D UREXVW PDQDIHPHQW VY

IURP UHQHZDEOH HQHUJ\ PLQLPLVH WKH ULVN DQG SRWHQWLDO LPS

RQ RXU RSHUDWLRQV 7KLV DSSURDFK DO
$FFHVV WR UDZ PDWHULDOV QHHGHGJRMWLY KM KHDOWK DQG ZHOIDUH WD

DORQJ ZLWK D QXPEHU RI RWKHU 'DFWLBM-YC\,’%W-“&QVSHG D JOREDO SURFHGXUH F
GLVHDVHV DOJDH EORRPV ORZ RIVHR PR 8RCPRQLWRULQI DQG PLWLJIDYV
lOXFWXDWLQJ VHD ZDWHU WHPSHUDWXYAY PYE BPRBxu *oREDO 3ROLF\ ZKLFK
OLQNHG WR SKI\VLFDO FKDQJHV LQ WIH @ RRYH IR Lik ULVN VLWHV VXFK D\
PXVW EH FRQVLGHUHG ZKHQ HYDOXDWHOJRALPON Y DoG &DODGD ‘HYW 0DO!

UHODWHG ULVNV +$%V LQYROYHV D FRPELQDWLRQ RI VWDII

WKH DSSRLQWPHQW RI FRQWDFW SHUVRQ\
2YHU WKH PHGLXP WR ORQJ WHUP WHKd,REBLQR BLOWWYRXIK PHWKRGYV OLNH VL

RI'THHG KDV EHHQ LGHQWLILHG DV D SRAVQWV LDy Hy vDPSOLQJ IRU PRQLWRUL
FOLPDWH UHODWHG ULVN GXH WR LQGUHRVHG HAWHHRM FOowLRQ DOG PLWLIDW

d
ZHDWKHU HYHQWYV DQG D ODFN RI DQWHE QRWMYY¥H HEHEOR\PHQW RI DLU GLIIXVH
UDZ PDWHULDOV ZLWK D ORZHU *+* HPLVVLRQV DV

FRPSDUHG ZLWK WKH IHHG UDZ PDWHULDOV
DYDLODEOH WRGD\ 6RXUFLQJ IHHG UDZ PDWHULDOV
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&OLPDWH FKDQJH RIITHUV DQ RSSRUWXQLW
7KH JURZWK RI VDOPRQ LV GHSHQGHGWRRGXFWLRQ RI IRRG IURP WKH RFHDQ DV
VHDZDWHU WHPSHUDWXUHV ZKLFK LW DOIPEWRDY D ORZHU FDUERQ IRRWSULQW
DIIHFWLQJ WKH OLIH F\FOH RI IDUPHGVRD®PR® DQLPDO SURWHLQV ‘LHWDU\ VKL
*OREDO ZDUPLQJ KDV DOUHDG\ LPSDRAWHGHDHEDVHG DQLPDO SURWHLQV FDQ FR
VXUIDFH WHPSHUDWXUHV DQG PRVWUHGRPOVMOH WKH *+* HPLVVLRQV JDS QHHGH
PRGHOV DJUHH WKDW WKHVH WHPSHWFWKXKHWN WIK$O3 D UL VO R Z U HKHRINVRW
FRQWLQXH WR ULVH DORQJVLGH DWPRYBS®MKDWHBLYURWHLQ GLYHUVLILFDWLRQ
WHPSHUDWXUHV $Q LQFUHDVH LQ RFHODMFOXGHG WKDW JLYHQ WKH IDYRUDEOFK
WHPSHUDWXUHYV LV OLNHO\ WR D F F H GHRUWBDRVRXUHE EDVHE SIRWRIQVDQG WHIU
OLIHF\FOH SURYLGHG WHPSHUDW X UHRPSHBWHREZ FMEREQOQG X\H DG
WKH RSWLPDO UDQJH IRU JURZWK *UIFKJZHWIKZDWFHW%‘D_&YHVVPHQW
RSWLPLVDWLRQ FDQ EH DFKLHYHG E RRBOEQI D WKBUH LV FXUUHQWO\ QR
RSWLPDO VHDZDWHU WHPSHUDWXUHWWWM\WD\MQRLAMW RZ DG
ZLWK WKH XVH RI ODUJH SRVW VP R O W WDWUXE RIFHDHDBEK EDVHG DAMDWH
WLPH QHHGHG WR KDUYHVW VDOPRQ HWRWHDL PV G
LQFUHDVLQJ SURGXFWLRQ SHU OLFHQVH ,Q UHFHQW
\HDUV ORZL KDV DVVHVVHG DUHDV ZKHVWDLQDELOLW\ OLQNHG FHUWLILFDWLR
LQFUHDVHG WHPSHUDWXUHV PD\ HQKDWMHVIWHBW®I\ WR FRPPXQLFDWH ZLWK FI
DSSHWLWH DQG JURZWK SURILOHV XWQO L&/UQVWHOPWKBYLRUDO FKDQJH WRZDUG
SRVW VPROWV WR UHGXFH VHD WLPHEDYG EPRMWDO SURWZAH & D YH
SURGXFWLRQ FROQWLQXHG ZLWK FHUWLI\LQJ RXU SURGX|
YROXPHV DFFRUGLQJ WR LQWHUQDWLRQDC
%WKH HQG RIORZL 1RUZD\ KDV DFKLHYMPBRIQLVHG VWDQGDUGV 2XU FRUSRUDW
QHDUOPLOOLRQ FDSDFERMWRYPROW WR DFKLHYH FHUWLILFDWLRQ DJDLQVW
UDWLR H[FOXGLQJ 5HJLRQ 1RUWK 7HKHRRILSKBVWWDQGDUG HYHU\ \HDU DQG
RI WKH SRVW VPROW VWUDWHJ\ LQFOXGKLH P HEWWKIHIWK OHYHO RI FHUWLILFDWL
LQFUHDVH LQ WRWDO SRVW VPROW QRPBBOVKRIUYHVWHG YROXPHV LQ
PLOOLRQ

JLQDQFLDO SRVLWLRQ ILQDQFL
7KH XVH Rl IXHOV LV FRPPRQ LQ DTXISFHKOWURDVRFH DQG FDVK IORZV

RSHUDWH WKH JHQHUDWRUV WKDW SBRHAV IFHRFEPLWWHG WR DOLIQLQJI LWV L
VIVWHPV $V SDUW RI ORZL-V ORZ FDURRRWWWRWWHI\ ORZL-V *UHHQ DQG

FRVWY OLQNHG ZLWK IRVVLO IXHOV [\JARAYHUWHWDV%#%BW@RQ Rl SUREHHGV IUR
FDUERQ HPLVVLRQV VFRSH IURP IXEHPEwW LQVWUXPHQWY WR JUHHQ SURMHFW
JHQHUDWRUV &OLPDWH UHODWHG RSSFRYMHNRLYD WDUJIJHWV IRU IXWXUH VXVWD
UHODWHG WR IXHO XVDJH KDYH EHHQGHEMRMGVMASXPHQWY 7KLV LQLWLDWLYH >
HVSHFLDOO\ VLQFH 1RUZD\ DFFRXQWYRRU \RERPPLWPHQW WR OLQNLQJ LWV ILQ

RI ORZL V SURGXFWLRQ DQG IXHO SUIpFEHW ¥PWHHY WR LWV VXVWDLQDELOLW)\ JR
EHHQ ULVLQJ ZLWK WKH SRWHQWLDO IRU IXUWKHU

LQFUHDVHYV ORZL ZDV WKH ILUVW VHDIRRG FRPSDOQ\ LQ
ZRUOG WR LVVXH D JUHHQ ERQG UDLVLQJ
,Q ORZL 1RUZD\ WKHUH LV DQ RSSRUWL%IY\R\QWLF@ 6XEVHTXHQW JUHHQ ERQ

UHSODFH GLHVHO JHQHUDWRUV ZLWK_$\BUWE MGVWHBYRU  |RU (85 PLOOLRQ
FRQQHFW VLWHV WR ODQG SRZHU DV (85 """PLOOLRQ UHVSHFWLYHO\ %RQG SUF
VRXUFH IRU IHHGLQJ VA\VWHPV DW VHPB Q0O W DQG WKHLU HQYLURQPHQWDO LP:
&XUUHQW®\I ORZL V VHDZDWHU VLWHYBOFXODWHG LQ DFFRUGDQFH ZLWK WKH
1RUZD\ VLWHV VWLOO XVH GLHVHO WQQWBM@WV Rl ORZL-V *UHHQ )LQDQFL(
,QVWDOOLQJ K\EULG V\VWHPV RQ IHHG EPYARYND DRZL KDV D (85
UHGXFH GLHVHO FRQVXPSWLRQ E\ PLO_'O"L'RAQ'VXVWDLQDELOLW\ OLQNHG EDQN
HOLPLQDWH WKH QHHG IRU GLHVHO I(g5"""""PLOOLRQ VXVWDLQDELOLW\ OLQNHG
IHHGLQJ HTXLSPHQW RSHUDWLRQ 7KH LQWHUHVW PDUJLQ RQ ERWK IDFLOLWL
SHUIRUPDQFH DJDLQVW PXWXDOO\ DJUHHC
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VXVWDLQDELOLW)\ .3,V ,Q DGGLWLRQ +MCDIGIOR® (85 A R OMIDOUPLRY (85 IRU ILVK
KDV D 12. PLOOLRQ JUHHQ ORDQ IBPRGODWRELW®HRQ (85 IRU VDOHV DQG PDUI
SURFHHGV Rl ZKLFKXDHB WRRJ W HHQ

SURMHFWVY DV DJUHHG EHWZHHQ WKRRFREWDRODWH WKLV ULVN ORZL SODQV WR

DQG LWV BWQMWDU RI RZL-V VLWHV WR ODQG SRZHU DQG K\EULG HQHU
ILQDQFLQJ ZDV ODEHOHG JUHHQ RU \PO/WDDHPHEMWH V\VWHPY UHGXFLQJ LWV

LQFUHDVLQJ WR LQ -DQXDU\ ZIGHFXHBO®BWQF\ RQ GLHVHO JHQHUDWRUV OR
WKH FRPSDQ\ ILUPO\ RQ WUDFN WR DEGHRWWL ILWMG ZKLFK VLWHV LQ 1RUZD\ KDY
WDUJI E\ 52, IRU LPSOHPHQWLQJ K\EULG V\VWHPV W

GLHVHO FRQVXPSWLRQK\EXUGBHQWO\
ORZL DLPV IRU LWV HQWLUH GHEW ILYDQFHOY WRYHHEHHQ LQVWDWE M DQI&
D VXVWDLQDEOH IRUPDW VXSSRUWLE@HBQRIRGIONFWHG WR ODQG SRZHU LQ 1RL
WRZDUGV FRPSDQ\ ZLGH FOLPDWH W ZUNHWW KHQBKRUW WHUP REMHFWLYH EHLQ
LQYHVWPHQWY LQ D ORZ FDUERQ HQDNOORQPHOWD® @RUZD\ WR HLWKHU ODQG <
VXVWDLQDEOH HFRQRP\ ORUH LQIRURDWYRBVRQ
ORZL-V ILQDQFLQJ FDQ EH IRXQG LQ QRWH  WR
WKH JURXS ILQDQFLDO VWDWHPHQW V3KQVIWKHOD QE¥WMDVHG JOREDO
UHSRUW DQIGRW RB®ISDQY HEBDJH WHPSHUDWXUHV GULYHQ E\ FOLPDWH FKD
D GLUHFW LPSDFW RQ WKH IUHTXHQF\ DQGC
&OLPDWH 5LVNV 2 &X UUHQWRDQRXWH SK\VLFDO ULVNV VXFK DV H[WUH
$QWLFLSDWHG )LQDQFLDO (IIHEWRWY +LIJKHU JOREDO WHPSHUDWXUHV

&OLPDWH FKDQJH SRVHV ULVNV WR 0R2PRHU RFHDQ WHPSHUDWXUHV ZKLFK FD
RSHUDWLRQV LQIOXHQFLQJ ERWK FXtQ FEWDHb@WRGKY PQG TUHTXHQW VWRUPA
ILQDQFLDO RXWFRPHV $V D OHDGLQJY §6BULAHP WKHY HYHQWV EULQJ VWURQJ
VHDIRRG LQGXVWU\ ORZL UHFRJQLVHWRXHYUDLQRIDOO DQG VWRUP VXUJHV ZKL
LPSHUDWLYH WR DVVHVV DQG DGGUHRVHFMHORZL V DTXDFXOWXUH LQIUDVWUXF
FOLPDWH UHODWHG ULVNV FRPSUHKHERAYHRMH MHKEY ULVN RIEHVEDSHYV
VHFWLRQ ZLOO H[DPLQH WKH FXUUHQW DQG

DQWLFLSDWHG ILQDQFLDO HITHFWV R{ T VNQPREBLRCKPRFPFW RI DQ HVFDSH LQF

EHHQ VXEVWDQWLYH WR WKH RSHUDWIRYIRPHRHAC EV WKH SRWHQWLDO QXPEHU
HVFDSHG ILVK 7KH PDMRULW\ RI RXU VHD:

(PHUJLQJ 5HIXDIOWLRQZHJILDQ &OLPDWWH ORFDWHG LQ VKHOWHUHG DUHDV DQG
$FW DORQJ ZLWK YDULRXV LQWHUQDRMLR[GRY H® VRIWAN LV OLPLWHG )URP H[St
DJUHHPHQWY KDV VHW DPELWLRXV JRDIOWLRRVUHGHFSH LQFLGHQWY VRPH SHQV
*+* HPLVVLRQV DQG OLPLW JOREDO ZDURE@HWRKLOH RWKHUV DUH QRW GHSH!(
f& $V WKH ZRUOG PRYHV FORVHU WK K K[LYRWBUBHMR WKH HQYLURQPHQWDO
WKH OLNHOLKRRG Rl KLJKHU FDUERQDWIB[HKWR R §XRMVQOVLWH SHUVRQQHO FDQ L
IXHOV LQFUHDVHY SRWHQWLDOO\ UDUMWE@J ORZL-V
RSHUDWLRQDO FRVWV ORZL SULPDULO\ XVHV IRVVLO IXHOV
LQ LWV IDUPLQJ RSHUDWLRQV WR SRZRUF WEFXIHMEH WKH ILQDQFLDO LPSDFW R
GLVWULEXWLRQ V\VWHPV RQ IHHG EDIWQHNGHAWY VZHHPRQVLGHUHG D VFHQDULR
IDUPLQJ VLWHV UHTXLUH D UHOLDEOR IH@KHN JL VR WD SHG DURMU EHLQJ
DQG UHPRWH ORFDWLRQV W\SLFDOO\DUHIRWRHEG GE\HYGI B [WUHPH VWRUP HYHQW
JHQHUDWRUV $GGLWLRQDOO\ H[WH UF@ODF XYHDWHEBHYDOXH RI WKH HVFDSHG ILV]
VXSSOLHUV VXFK DV ZHOO ERDWV DBNRHGHRQ RQLWRKBHY SHQ DQG D UHDOLVH

IXHOV EOHQGHG IDUPLQJ RR¥WXRIZRXOG EH
PLOOLRQ (85 ORZL LV LQVXUHG IRU VWHF
%\ LQ D ZRUVW FDVH VFHQDULR ZKH¥H; 4 VRl D SURSRUWLRQ RI WKH SRWHC

ORZL-V DFWLYLWLHV DUH FRYHUHG EY FOYERDHEUFIPFW zZRX0G EH FODLPHG IR

VFKHPHV DQG DVVXPLQJ WKH FDUERQHREMFHR Q¥HQH.V DIIHFWHG WKH WRWDC

IRU ORZL JURXS UHPDO®RYHOW DQG WKHopQFLDO LPSDFW LQFOXGLQJ LQVXUDQF
SULFH SHU WRGQRHPRNVZ2RQV (85 DW ;5% 0G ERLOOLRQ (85

WRQQH DV SXEOLVKHG LQ WKH 1HW =HUR 5RDGPDS

E\ WKH ,QWHUQDWLRQDO (QHUJ\ $JHQAR\ (FUHDVHG IUHTXHQF\ DQG VHYHULW\
FDUERQ FRVWV IRU VFRSH = HPLVVLRQWUHFHCZHDWKRHU HYHQWY XQGHUVFRUH
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RQ UREXVW LQIUDVWUXFWXUH DQG HQKBRBEBGQILR® WKH VL]H Rl WKH LPSDFWH
PDQDJHPHQW VWUDWHJILHYV 2XU VWUD® HPISD EQLWALHDWLYIHR RI +$% XVLQJ &KLO}
WR UHVHDUFK DQG GHILQH EHVW SUDHMRWVKXWHRWR WR DOJDH EORRPV ZH HVWL
IDUPLQJ LQ PRUH H[SRVHG ORFDWLR@®WQ IDXBUDJWRQQHV RI ELRPDVV PD\ EH
FRQWLQXRXV IRFXV ZLWK VXVWDLQ HIBI IHESWHDG/ IRQ RRQ\HDUO\ EDVLV

VHOHFWLQJ WKH REMHFWLYHO\ EHVW VXLWHG HTXLSPHQW

PRRULQJ VIVWHP SHQ DQG QHW IRWKRYNHGWF;W @R LPPHGLDWH WHUP
VLWHYV ORZL IDFHV FRVWV DVVRFLDWHG ZLWK PDC

+DUPIXO $0JDO %ORRFV REHWODWLRQDO

,Q 1RUZD\ ZH KDYH LQLWLDWHG DFWLFRYWY R} bRE @RRHQWLQJ PLWLIDWLRQ VAV
%OXH 5HYROXWLRQ &HQWHU %5& DLPRBODERILBRMRKEDOLRQ (85 SHU \HDU
EHWZHHQ ORZL 6LQWHI DQG 10%8 IRPBOAIIYLREDOOV O0RZL LV XQGHUWDNLQJ W
RSWLPLVLQJ WKH LQWHUDFWLRQ EHWZHHF WHBERHREWRUY WR K\EULG VAVWHPYV
RSHUDWLRQV DQG ELRORJ\ RQ VLWH\WREWK kiWK DQ HVWLPDWHG LQYHVWPHQ'
H[SRVXUH WR ZDYHV DQG RU RFHDQ AXPPHEWUBSKRU XSIUDGLWB\DERXW
ILUVW SURMHFWYV DW %5& KDYH VWDUWHEDPD QEKHRAKTRQYVY DUH LPSRUWDQW IR
JHQWOHU OHVV ZHDWKHU GHSHQGHRWP p_WDLQRLQJ RSHUDWLRQDO HIILFLHQF\ I
DXWRPDWLF KDQGOLQJ RI ILVK )XUWRRVUPRRRPHQKWDO UHVSRQVLELOLW\ LQ WK
SURMHFWVY DLP WR GHYHORS VDIH DQG UREXVW
LQIUDVWUXFWXUH FRQOQHFWLQJ EDUIH'B épsﬁw{f SDUVREDO
WDLORUHG WR KLJK R QXUWMKWUWRMY Ly oW TYPWXUHV FRQWLQXH WR ULVH WKH
WKH ULVN DVVRFLDWHG ZLWK ILVK H %%m&%W?LRREgvVXJJHVWV LQFUHDVHG TUF
DOVR HVWDEOLVKHG DQ (VFDSH 3UH YRR R '_ff:IV\y\LR | HIWUHPH ZHDWKHU HYH(
*URXS 7KLV JURXS PHHWV TXDUWHUGWVWROD § RREOG LQFUHDVH WKH ULVN
LPSURYHPHQW SULRULWLHY WUDFN SORYGHRWYp,REE OHDG WR KLIJKHU LQYHVV
VKDUH H[SHULHQFHV $ GHGLFDWHG BRSOV XUH LQIUDVWUXFEWXUH ORUHRY
IRFXVHV VROHO\ RQ LGHQWLI\LQJ HT)'(E%BQQVPQ#HPCE:'\?FW RI'ULVLQJ FDUERQ WD
VHON\

IRU H[SRVHG VLWHV FROODERUDWLQIFSRVHDBR 2w RQRXQFHG IXUWKHU LQF
VXSSOLHUY RSHUDWLRGDO H[SHQVHV &RVWV UHODWH

PRQLWRULQJ DQG PDQDJLQJ +$%V DQG

‘H KDYH DOUHDG\ PRYHG WR PRUH URLEQXY\)_{/\YWPHQWV LQ DGYDQFHG PLWLIDWLRG

oluDvwUxFwxun ow Kisry e viwwl ABREAARILIK B vivLoLiaw Leluowy
1RUZD\ ,Q 1RUZD\ D ULVN PDWUL[ K ﬁl—l’% Q

GHYHORSHG WR HYDOXDWH H[LVWLQJ{/L{/TM/H/ VI\!| (/}g(kl'JIl_ JYHVWPHQW UHTXLUHG W
WKH\ PHHW VWULQJHQW VWDQGDUGYV '7WI1—\/ LFL

)

F)PDL\)(I\/ L] \L/\U_RQ VIVWHPV LQ &Kl

DOVR XVHG WR GHWHUPLQH WKH EHVR/SSQ’IHS[J'B%@WW?&UQ (85

QHZ VLWHV RSWLPLVLQJ VDIHW\ DQG;BH Y FHWUPD QF HmRINLQJ IXUWKHU DKHDG
'HHSLQJ XS WR VWDQGDUGV DQG LQ RRAPQORYIFWHUP HIIHFWV RI JOREDO ZDUP
ZLWK DOO UHJXODWRU\ UHTXLUHPHQWNs \§D\RY IRV RXYDQFLDO ODQGVFDSH 7}
QRUPDO FRXUVH RI EXVLQHVV LQFUHDVHG IUHTXHQF\ DQG LQWHQVLW\ RI
ZHDWKHU HYHQWYV PD\ UHTXLUH LQIUDVWU
3K\VLFDO &KHRQRQJ WHUP VKLIW RYsSJUDGHV DQG HQKDQFHG HVFDSH SUHYH
FOLPDWH SDWWHUQV VXFK DV DWPRVSKHhWYHEHY /RQJ WHUP SURMHFWLRQV LQG
WHPSHUDWXUH DQG PRUH LPSRUWDQWQERGIBULFLQJ VFKHPHV FRXOG LQFUHD
VXUIDFH WHPSHUDWXUH SRVHV D ULVRNs WRDARZAQDO FRVWY SRWHQWLDOO\ UHEC
,QFUHDVHG VHDZDWHU WHPSHUDWXUHM@@@WQ@LV@RRXU IDUPLQJ EXVLQHVV D
LQFUHDVHG VHYHULW\ DQG IUHTXHQFYGRE LMPRYI BB 0\ WKH IUHTXHQF\ DQG LQWH

DOJDH EORRPV +$% 7KHVH HYHQWV,EBQ RHBG RUHDVH
LQFUHDVHG PRUWDOLW\ D ORVV RI UHYHQXH DQG

LQFUHDVHG RSHUDWLRQDO FRVWV LQ ORébMF“bWHQEJHODWHG 2SSRUWXOQL

RSHUDWLRQV 7KH SRWHQWLDO FRVW&/){\ULHPI DBbe $QWLFLSDWHG )LQD
+DUPIXO $0JDO %ORRPV +$%V IRU O ﬁIHEW

YDU\ IURP SDUWLDO PRUWDOLW\ DW V

G
L%éOH SHQ. WR ‘
PDVV PRUWDOLWLHY DFURVYV DQ HQW‘TLYJ!Q ¥k‘?—|DWHV WKH HYROYLQJ ODQG

D
QXPEHU RI DIITHFWHG VLWHV FRXOG DFOQ/ QWLU_'\FKDQJH WKHUH DUH RSSRUWXQI
FRPSDQ\ WR HQKDQFH LWV VXVWDLQDELOL
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ILQDQFLDO SHUIRUPDQFH 6SHFLILFDR®SREGLEPWWH IRU ORZL WR PRYH DZD\ IUR
UHODWHG RSSRUWXQLWLHV OLH LQ REWUHPULYWRU Y H\RXWRHFRPELQH RU UHSOD!
HIILFLHQF\ OHYHUDJLQJ QHZ WHFKQRBRSIOHWBIQG ZLWK K\EULG HQHUJ\ VIVWHP
GLHWDU\ VKLIWV IURP ODQG WR VHDLBRYWWG D@LRROK\EULG HQHUJ\ VIVWHPV IR
SURWHLQV %\ DGRSWLQJ DGYDQFHG BDIHWL FAH ADEGFDSWXUH H[FHVV HQHUJ\
LQQRYDWLYH VROXWLRQV ORZL FDQ BNV YSHHRPERXDYHBDVWHG DQG VWRUH LW |
UHYHQXHV WKURXJK LPSURYHG RSHUDKH\RMQBEDWWHULHV WKHQ SRZHU WKH IHHC
HIILFLHQFLHV DQG UHGXFHG HQYLURQBP®®WID®) WKH GLHVHO JHQHUDWRUV WR |
LPSDFW UHFKDUJLQJ WKH EDWWHULHV LV QHFHVVIE
LQYHVWPHQWIROOLRQ (85 SHU VLWH LV
5HVRXUFH (1ILFDBORQ JURZWK LV OL@HHGMW® :LWK DERXMV XVLQJ GLHVHO
VHDZDWHU WHPSHUDWXUHV ZKLFK SOBQ BUDRMRULYQD WRWDO BRYE NVRP HEBW RI
GHWHUPLQLQJ WKH RYHUDOO KHDOWKVWQBTXUEBE&FWR YOLWVKLHYH DQ DYHUDJH
RI WKH ILVK 6XGGHQ GURSV LQ WHP SHEXWFWLRFERLQ GLHVHO FRQVXPSWLRQ DW
DFW DV D PDMRU OLPLWLQJ IDFWRU MORZLQI WMO-PRQQ 1RUZD\
JURZWK DQG LPSDFWLQJ WKH HIILFLHQF\ RI
SURGXFWLRQ SURFHVVHV &RQYHUVHDKHDS BWHEWLD O ILQDQFLDO LPSDFW RI Ut
LQFUHDVH LQ RFHDQ WHPSHUDWXUH\GLIHWW B@ FRQVXPSWLRQ/ ED VLBAMYV LQ
WKH\ UHPDLQ ZLWKLQ WKH RSWLPDO IRBZMKLVDFRWDEOH (DFK VLWH LV HVWLP
KDV WKH SRWHQWLDO WR DFFHOHUDWH WKGL®WUHF\RDELRIVHO SHU \HDU DW D |
VDOPRQ 7KLV LV GXH WR WKH IDFW WD WHILDOPWUH 7KLV UHVXOWV LQ DQ DQQG
WHPSHUDWXUHV FDQ HQKDQFH PHWDRROLF U®WSHNU VLWHN LYWW WKH WRWDO
DQG IHHGLQJ HIILFLHQF\ OHDGLQJ W\R DD\OWHBVMLDWLRQ (85 %\ UHGXFLQJ GL*F
JURZWK DQG VKRUWHU WLPH WR PDURR@VXPSWLRQ E\ ORZL FRXOG VDYH
PLOOLRQ (85 DQQXDOO\ DFURVV WKHVH VL
7R FDSLWDOLVH RQ WKLV SRWHQWLDOHBRGOWWMWHWWXH ILQDQFLDO EHQHILW
SRVW VPROWV LV DQ RSSRUWXQLW\ WILQWWWDRQLIQF WR PRUH HIILFLHQW K\E!
DSSURDFK QRW RQO\ KROGV WKH SRWHKHOWHBWD WR
LQFUHDVH SURGXFWLYLW\ DQG UHYHQXH EXW DOVR
HQKDQFHV WKH VXVWDLQDELOLW\ RI ‘QRIZLDW\ &BLPWWH FKDQJH KDV EHFRPH WK
RSHUDWLRQV 3RVW VPROW LPSURYHFRAW YIHARIQLVHG VXVWDLQDELOLW\ LVV>
ZHOIDUH DQG SURGXFWLYLW\ WKURXJRUW (MFRBHEZRLFRQVXPHUV 6WXGLHV SRLQ
DUH JHQHULF VXFK DV UHGXFWLRQ RFEDQGXFWERQVXPSWLRQ SDWWHUQV WR L
WLPH DQG ULVN LQ VHD UHGXFWLRQFRRUW WHRYWMPHEDWERQ IRRWSULQW IRRG VX
QHHGVY VWUDWHJILF VWRFNLQJ DQG DE®DNIMED\RRREQFWE KDYH D VXEVWDQWLDO LI
ELRORJLFDO ULVNV LQFUHDVHG VLWHORLP®MH WKDQEH &RQVXPHU ODEHOOLQJ
LQFUHDVHG VXUYLYDO ZKLFK SURYLGH LQIRUPDWLRQ RQ VXVWDL
LQFOXGLQJ FOLPDWH FKDQJH FDQ WKHUH
ORZL SODQV WR H[SDQG SURGXFWLRQDRLOHWDM@ FRQVXPHU-V GHFLVLRQ WR R
ZKHUH WKHVH FRQGLWLRQV PD\ HQK IFQRH RHHIRRMW S ULQW KRBWULRQV
DQG JURZWK UDWHV 7KH VWUDWHJ\ VXYRMDLIWELOLW\ FHUWLILHG KDUYHVW YF
GHSOR\LQJ ODUJH SRVW VPROWYV WR RSWFPIW HRIVREZWHD VH LQ VDOHV YROXPHYV
DQG UHGXFH WKH WLPH VDOPRQ VSH@®R DWKNHMDOLVDWLRQ RI WKLV RSSRUW X
WKHUHE\ LQFUHDVLQJ SURGXFWLRQ HIGGFLWMQFQDTKNVOHYV YROXPHV FRXOG UHV
DSSURDFK LV LQWHJUDWHG LQWR ORZQNUBIRQYH® WHBFHQXH RI DPILORILRQWHO\
SODQQLQJ H[WHQGLQJ WRPRXJIK (a5
ZRXOG H[SDQG LWV SRVW VPROW SODQ E\  PLOOLRQ
LQGLYLGXDOV WKLV ZRXOG OHDG WR DSSORPPWH GHVLOLHQFH
DGGLWLRQDO WRQQHV RI SRVW V.P.ROW-FDSDFLW)
%DVHG RQ DQ HVWLPDWHG MBOHV SU§GHHRIHDGLQJI DTXDFXOWXUH FRPSDQ\ OR
NJ WKLV FRXOG SRWHQWLDOO\ LRFUYRNRIBIVHRXWKF\LPSRUWDQFH RI XQGHUYV
PLOOLRQ (85 DQG DGGUHVVLQJ FOLPDWH UHODWHG ULV

RSSRUWXQLWLHYV &OLPDWH VFHQDULR DQ

(QHUJ\ 6RXUWK IXHO FRVWYV SURMHF FI‘.%/ WRRO WKDW HQDEOHV ORZL WR DQ

LQFUHDVH LQ 1RUZDY WKHUH LV D VXSER\/V\\//\ll-P(SQV\\//VLLE;{(5| IXWXUH FRQGLWLRQV DVVHV
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RI RXU EXVLQHVV VWUDWHJILHV DQG PDNH LQIRUPHG
GHFLVLRQV %\ H[DPLQLQJ D UDQJH RIKRO&I g QDUL
FOLPDWH IXWXUHV ORZL FDQ LGHQWLRJIQLILFD WHP

Qw
YXOQHUDELOLWLHYV DGDSW RXU RSHEBWYERFR @R FéwWRow & DERYH SUH LQGX
ULVNV DQG VHL]JH RSSRUWXQLWLHV IRHYHERZ WK Do \éFHQDULR HIWHQGV WR
VXVWDLQDELOLW\ 7KLV SURDFWLYH BSSWRBFWIHRROERIBPPHZRUN W UHIOHFW
VXSSRUWV RXU FRPPLWPHQW WR HQ Y4tk BLdvdOHHQRKRXVH JDV HPLVVLRQV D
VWHZDUGVKLS EXW DOVR HQKDQFHV RXBL6RGIPWWLADWLRQ HITRUWV KLJKOLJK

ILQDQFLDO SHUIRUPDQFH DQG VwuDWHRYEIHHH RyFROQWLQXHG UHOLDQFH R
DQG KLJK HQHUJ\ FRQVXPSWLRQ

%DFNJURBRBL V FOLPDWH VFHQDULR DQDO\VLV

IRFXVHV RQ WZR TXHVWLRQV :kpw Ushe{ FlodHW =HURVPHLYDURRM YV
H[WUHPH ZHDWKHU HYHQWV DQG ULVESY W GXYRpRRKLHYH QHW JHUR JUHHQK
WHPSHUDWXUHV KDYH RQ RXU IDUPLOFPREYYBPWL Ry DPLPLQJ WR OLPLW JORE
DQG :KDW HIIHFW zLoO D wuDQVvLwWL¥ERARPR PP XWHHIFH WR ZHOO EHORZ f&
HFRQRP\ KDYH RQ FDUERQ WD[HV LQ PRB¥P¢ & 7KLV VFHQDULR FRYHUV WK
XS WR DQG LV GHYHORSHG E\ WKH

7R LGHQWLI\ ULVNV ORZL FRQGXFWHEY¥WHYRRWLRQDO (QHUJ\ $JHQF\ ($ W Il
DVVHVVPHQW HYDOXDWLQJ SK\WLFD® FRAPWYHKHERWWYH WUDQVLWLRQ WR FOHD
WKH LQFUHDVHG IUHTXHQF\ DQG LQWRQY MWEX¥WDQRWLDO UHGXFWLRQV LQ HPLV

H[WUHPH ZHDWKHU HYHQWV uLvLQJ YRBJ WHUP FOLPDWH WDUJHWYV
WHPSHUDWXUHV DQG KDUPIXO DOJDO EORRPV 7KHVH

IDFWRUV FDQ DIIHFW IDUPLQJ RSHUDWLRQV ILVK

KHDOWK DQG SRWHQWLDOO\ LQFUHDVH PRUWDOLW\ UDWHV
$GGLWLRQDOO\ ZH DVVHVVHG WUDQVLWLRQ ULVNV

DVVRFLDWHG ZLWK SROLF\ FKDQJHV SDUWLFXODUO\

WKH SRWHQWLDO LQWURGXFWLRQ RI KLJKHU FDUERQ

WD[HV DV HFRQRPLHV VKLIW WRZDUGV QHW JHUR

HPLVVLRQV 6XFK FKDQJHV FRXOG LQFUHDVH RXU

RSHUDWLRQDO FRVWY HVSHFLDOO\ LQ DUHDV UHOLDQW RQ

IRVVLO IXHOV IRU HQHUJ\ *OREDO VXUIDFH WHPSHUDWXUH FKDQJH FRPSDUHG WR V
UHIHUHQFH SHULRG

R FRUUHVSRQGV WR D
SHUDWXUH LQFUHDVH S

&RPSOHPHQWLQJ WKH ULVN DVVHVVPH Qﬁ )9 %FLD%
I HPSHUDWXUH FKD H
DQDO\WLV ZDV FRQGXFWHG WR TXDQW? E\HI?H v SHU N QJ

SRWHQWLDO LPSDFWV RQ ORZL-V UHY QQ I:IB \?\kl) HG WR WKH UHIHUHQFH SHUI
DQG RYHUDOO ILQDQFLDO SHUIRUPD \ KU |_)|(g VW%'I__'\EWLQJ FOLPDWH VFEHQDL
DQDO\WVLV ORZL DLPV WR GHYHORS V 5' |3/\FI4'DI§/\PV FKRVHQ WKUHH VFHQ
PLWLIJDWH ULVNV FDSLWDOLVH RQ Rg 56 l LL‘l ?QhIVHB %W SHUVSHFEWLYH RQ |

HQVXUH WKH UHVLOLHQFH RI RXU RSH H/’\R\P{ \}: GLWLRQV DQG WKHLU SRWHG
RQ WKH DTXDFXOWXUH LQGXVWU\ 7KH 663

6FHQDUMLKRY VFHQDULRY FKRVHQ IRU WKH ®RBHIR\AQLIQV ZLWK WKH JRDO RI OLP
ZHUH VHOHFWHG EDVHG RQ H[DPLQLQ@PWRPRQJ WR DURXQG  f& 7KLV VFHQDULI

GLIIHUHQW FDWHJRULHV RI ULVN SKWHE&EBBVHRWV D IXWXUH ZLWK VLIQLILFDQ\
WUDQVLWLRQ DFWLRQ SURYLGLQJ LQVLJKWV LQWR WKH

RI VWULQJHQW FOLPDWH SROLFLHV HQKD

7KH 663 VFHQDULR LV DOLJQHG ZLWKHERYHURQFPHQOQWDO UHIXODWLRQV DQG VKL
JOREDO ZDUPLQJ WR DURXQG f& DERRWHWBURDELOLW\ $QDO\VLQJ 663 ZLO
LQGXVWULDO OHYHOV 7KLV SDWKZD\SEHENHPWH BRYLPHODQGVFDSH ZKHUH ULJRUF
KRUL]JRQ XS WR DQG LV EDVHG RQHWKkWUVERBAVHEHGXFWLRQV DQG VXVWDLQDE
6RFLRHFRQRPLF 3DWKZD\V 663 IUDPHZRIOWLFHY DUH WKH QRUP W HQDEOHV V
GHYHORSHG E\ WKH ,QWHUQDWLRQDJ RPVR LW MRHGKRYUHORS VWUDWHILHYV WKDW
$SSOLHG 6\VWHPV $QDO\VLV ,,$6% DORBWHRMHPO UHIXODWRU\ FKDQJHV DQG FI
UHVHDUFK LQVWLWXWLRQV ,W UHSURBVHYWXYUH VYV ESHIYHIOREY D IRFXV RQ VXVWD
FKDUDFWHUL]HG E\ VWURQJ FOLPDWH SROLFLHV DQG

VXEVWDQWLDO SURJUHVV LQ VXVWDL®DERGWUDVW WKH 663 VFHQDULR UHI(
GHYHORSPHQW KLJK HPLVVLRQV IXWXUH ZLWK WHPSHUDW

I
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LQFUHDVHVY SRWHQWLDOO\ UHDFKLQJE\ f& V@G f&& E\ ZLWK D OLNHOLKRR
DERYH SUH LQGXVWULDO OHYHOV 7KLV VEPYBGLRQDEXWRIVQW FOLPDWH SURMH
ORZL WR HYDOXDWH WKH LPSDFWV RI&D QOWEPOUIHV ZHMKFWHG WR VHH WHPSHUDW.
PLQLPDO FOLPDWH DFWLRQ LQFOXGL@FUBPYHDEAHBBSSUR[LPDWHO\  f& E\ C
H[WUHPH ZHDWKHU HYHQWY DQG GLVUXSWHERQV WIRWK VLPLODU SUREDELOLWLH
PDULQH HFRV\VWHPV %\ FRQVLGHUL@HB6BXUIDFH WHPSHUDWXUHVY DUH IRUHFD
ORZL FDQ DVVHVV ULVNV DVVRFLDWHB\ ZLBARKX WL JKf & E\ DQG f& E\ RQ
HPLVVLRQV SDWKZD\V DQG SUHSDUH DR FB.DH ODHOMIRIZLWK D OLNHOLKRRG LQ W
UHODWHG WR ILVK KHDOWK DQG RSHURWVYR PRGNWDEHAQWFWUHDVHY ZLOO QHFH\
XQGHU DGYHUVH FOLPDWH FRQGLWLRREHUDWLRQDO DGMXVWPHQWY LQFOXGLQ
$GGLWLRQDOO\ WKH ,($ 1=( 1HW =HUWPRQRMWRAUWR@NIRU DOJDO EORRPV DQG DGD
VFHQDULR IRFXVHV RQ DFKLHYLQJ QHMD JBIKANRO\ ZDUPHU ZDWHUV )RU LQVWDQF!
HPLVVLRQV E\ DLPLQJ WR OLPLW LUU@REHWIVH LQ 1RUWKHUQ (XURSH FRXOG O
WHPSHUDWXUH ULVH WR ZHOO EHORZ UH& X$@MOOQDO EORRPV ZLWK D FK
WKH ,($ 1=( VFHQDULR KHOSV ORZL H[BSIOWRKHWKHYHQWYV LPSDFWLQJ IDUPLQJ RS
LPSOLFDWLRQV RI UDSLG GHFDUERQLVDWLRQ RQ
HQHUJ\ XVH RSHUDWLRQDO FRVWV DQGREFIODWW WKH 663 VFHQDULR UH:?
FKDLQ G\QDPLFV ,W VXSSRUWV WKH BRASIJEQMPLVVLRQV SDWKZD\ SUHGLFWV D
SODQQLQJ IRU D IXWXUH ZKHUH FOHDSURQRKQFBQGLVH LQ WHPSHUDWXUHV 1F
VXEVWDQWLDO HPLVVLRQV UHGXFWLRQYRBHWHFBRNDGLHHGHULHQFH D VHD VXUIDF]
RITHULQJ RSSRUWXQLWLHV WR LQQR WDKAE BQBWXAMHS WQWBRHDVH RI f& E\ D¢
QHZ UHJXODWRU\ HQYLURQPHQWY  WR & E\ ZLWK D OLNHOLKRRG

EDVHG RQ FXUUHQW SURMHFWLRQV &DQD

H[SHFWHG WR VHH WHPSHUDWXUHV ULVH F
8QGHUVWDQGLQJ WKH SRWHQWLDO LPSBEWW RDWEORDWH E\ DQG  f& E\
FKDQJH RQ DTXDFXOWXUH RSHUDWLRQV IALWK D OLNHOLKRRG RI WKHVH
LPSRUWDQW 3K\VLFDO FOLPDWH VFHRKDIQRW VEKELKOBVIDFHY D f& LQFUHDVH
WKRVH SURMHFWHG E\ 663 DQG 66BQG HI&HU ZLWK VLPLODU SUREDELO
YDOXDEOH LQVLJKWV LQWR KRZ YDU\VQRIQDLHYHIMVRIDUPLQJ XQGHU WKH 663
JOREDO ZDUPLQJ FRXOG LQIOXHQFH REE8ODMINH@®Y OHDG WR PRUH IUHTXHQW D¢
DFURVV GLIIHUHQW UHJLRQV 7KHVH MPMQBRHRHDWKHU HYHQWYV ,QFUHDVHG V
SURYLGH D IUDPHZRUN WR DQDO\VH S\RWPHOWDWXUHYV HOHYDWH WKH HQHUJ\ DY
WHPSHUDWXUH LQFUHDVHV DQG WKHNVWRVFRRUPWWERQ OHDGLQJ WR PRUH SR
HITHFWV LQFOXGLQJ H[WUHPH ZHDWHKHHTHKHQWWYWRHEPY )RU H[DPSOH D f& L
VXUIDFH WHPSHUDWXUH FKDQJHV DQ®RWKKHUQ (XURSH FRXOG HQKDQFH WKH C
KHLJKWHQHG ULVN RI KDUPIXO DOJD®REQRRRYH %WWRUPV DQG LQIUDVWUXFWXUF
H[DPLQLQJ WKHVH VFHQDULRV LQ GHWBPRRWORZL FDKHVH H[WUHPH ZHDWKHU HY
EHWWHU DQWLFLSDWH DQG SUHSDUHFIRQY MXX¢ B LRI/ WR DTXDFXOWXUH
FKDOOHQJHV SRVHG E\ FOLPDWH FKDRQQH DDMWORZAVQYIUH VXFK DV ILVK SHQV LQ
IRU PRUH LQIRUPHG VWUDWHJILF SODQRLRQRRDQGFDISHY 6XFK HVFDSHV FDQ UHV
PDQDJHPHQW WDLORUHG WR WKH VSHEQD.GFLDO ORVVHV IURP ORVW VWRFN DQH
FRQGLWLRQV Rl 1IRUWKHUQ (XURSH &MHFDGSW XNEGDQG UHIJXODWRU\ FRPSOLDQF
&KLOH

8QGHU WKH 663 VFHQDULR ZKHUH VHD
([DPLQLQJ WKH LPSDFW RI FOLPDWH WAHEHURVXRI®YV ULVH VLIQLILFDQWO\ WK
WKH IDUPLQJ RSHUDWLRQV RI ORZL DRDBFN MK ORNOVKHIUBORRPYV +$%V LQFUHDVH
(XURSH &DQDGD DQG &KLOH LQYROWHMLRXV UHJLRQV ,Q 1RUWKHUQ (XURSH
XQGHUVWDQGLQJ QRW RQO\ WHPSHUBWRMHFWHG f& LQFUHDVH LQ VHD WHPS
SURMHFWLRQV DQG H[WUHPH ZHDWKHUW HYH@WM BXWHOLKRRG RI VHYHUH DOJDC
DOVR KRZ LQFUHDVHG VHD VXUIDFH WRR®BUDMXHUWR :DUPHU ZDWHUV FUH
FRQWULEXWH WR PRUH IUHTXHQW DQI® YRIVBIE®IH FRQGLWLRQV IRU DOJDO JURZ\
ZHDWKHU SDWWHUQV 8QGHU WKH 66%WR PRNEHQUDHIRHQW DQG LQWHQVH EORRP"
ZKLFK HQYLVLRQV D PRGHUDWH ZDUPGEQUUXBWKEDXDFXOWXUH RSHUDWLRQV E\ I
1RUWKHUQ (XURSH LV SURMHFWHG WRHDOWKLBQEHZDWHU TXDOLW\ B6LPLODUO\
ULVH LQ VHD VXUIDFH WHPSHUDWXUHV RI DERXW  f&
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D f& WHPSHUDWXUH ULVH FRXOG UMXSS®®A E@MLQ VWDELOLW\ PD\ DULVH LI V>
FKDQFH RI DOJDO EORRP GLVUXS$WSHRQMQFH ILQDQFLDO VWUDLQ LPSDFWI
DELOLW\ WR VHFXUH HVVHQWLDO PDWHUL]
,Q &KLOH DOWKRXJK WKH WHPSHUDWXQYMWLPHUHDVH LV
VRPHZKDW ORZHU DW DURXQG f& E\ WKH
ULVN RI SUREOHPDWLF DOJDO EORRPVWRUMNPDEWVWR LQFUHDVHG FDUERQ WD[HV
QRWDEOH ZLWK D OLNHOLKRRG RI D SDWDRJVPDRARQWLQXH FRQQHFWLQJ VHD VI
(YHQ ZLWK OHVV H[WUHPH WHP SHREZDIWXUMG K\EULG HQHUJ\ PDQDJHPHQW
FKDQJHV HOHYDWHG VHD WHPSHUDWXYM\MHRWLOKWGXFLQJ LWV GHSHQGHQF\ RQ
HQKDQFH DOJDO JURZWK OHDGLQJ WG SRWHRWL®®\ ORZL KDV GHYHORSHG D F
GLVUXSWLRQV LQ DTXDFXOWXUH RSHWDWQRDWLRQ SODQ DOLJQHG ZLWK WKH &
SURDFWLYHO\ DGMXVWLQJ LWV ILQDQFLDC
UHVRXUFHV ORZL FDQ EHWWHU PDQDJH W
8QGHU WKH ,($ 1HW =HUR (PLVVLRQV wWiFf QVLWRRYLWRZDUGY D ORZ FDUERQ HF]

FDUERQ SULFLQJ LQ 1RUZD\ FRXOG Up¥id PWVDIBUMSRUBWLRQDO UHVLOLHQFH XG
JOREDO VWUDWHJI\ WR DFKLHYH QHW JHUREHRIMMLRQV

E\ 7KLV VFHQDULR LQYROYHV SROLF\ VKLIWVY DQG
LOQFUHDVLQJ FDUERQ SULFHV WR GULYH, UHGXFWLRQY LQ

JUHHQKRXVH JDV HPLVVLRQV DFURVVEB¥RBLERAYGXFWLQJ WKH UHVLOLHQFH DQD(
VHFWRUV &XUUHQWO\ 1RUZD\ V FDURRQHIWIHE QYKDW RXU EXVLQHVV PRGHO H]
PHFKDQLVPV LQFOXGH ERWK WKH (XURFHRQIBRLHRLROLHQFH XQGHU YDULRXV FOL
(PLVVLRQV 7UDGLQJ 6\VWHP (8 (76 DG RPWIRRQRRU SURDFWLYH PHDVXUHV L
FDUERQ WD[HV ZKLFK DUH H[SHFWHGVWR VOWHVWPHQW LQ SRVW VPROW DQG 0
DGMXVWPHQWYV XQGHU WKH ,($ 1=( IUDFHIRENQJ 6PDUW )DUPLQJ SRVLWLRQ XV

LQ WKH WUDQVLWLRQ WR D ORZ FDUERQ H
%\ WKH ,($ 1=( VFHQDULR SURMHRWY WIKRW YHKHU PRUH VHYHUH FOLPDWH
FDUERQ SULFH LQ 1RUZD\ ZLOO UHDFKK\VLFDO ULVNV OLNH H[WUHPH ZHDWKHU
DSSUR[LPDW K83 SHWRQHRI &2 € 7KV LQFUHDVHG VHDZDWHU WHPSHUDWXUHV F|
DQWLFLSDWHG ULVH LV GULYHQ E\ WKR R#bHWLWB O\ SXW JUHDWHU SUHVVXUH R
LQWHQVLI\V HITRUWV WR PHHW LQWHURKGRUBWIHROLPPRVHGGUHVY WKLV ZH H[SH
WDUJHWYV DQG SXVK IRU GHHSHU HPLMMJIRRNU SURMHFWY DV SDUW RI RXU SRV\
UHGXFWLRQV 7KH LQFUHDVH LQ FDURRQ >WHBL®HEDEPDUW )DUPLQJ LQLWLDWL
LPSDFW WKH FRVW RI GLHVHO D IXHQ XMHEHDEFHOMNRALLELOLW\ DQG SUHGLFWLRQ
IRU SRZHULQJ IHHG EDUJHYV DQG RWKHYYLURQPHQWDO FRQGLWLRQV DQG DOVR
RSHUDWLRQDO HTXLSPHQW &XUUHQWQRAMKLRBOHWHEPH DW VHD )XUWKHUPRUF
SULFHV LQ 1RUZDY(®UBHQ®LWUH DQG/PHQDULR DQDO\VLV KLIKOLJKWHG RSSRU
FDUERQ SULFK8BISHU WRQQH WKH FOYEWRHU VWUHQJIJWKHQ RXU UHVLOLHQFH |
FRPSRQHQW RI GLHVHO FR¥WIHRERXWQQRYDWLRQ LQ ORZ FDUERQ WHFKQRORJ
OLWUH ,I WKH FDUERQ SULMBHB LOQOFUHRWKY MR QJ RXU HQIJDIJHPHQW ZLWK VWDNI
SHU WRQQH E\ WKH FDUERQ UHODWRHGHRRHMORS FROODERUDWLYH VROXWLRQ
FRPSRQHQW ZLOO ULVH WR DSBSUR[LPENPOWH FKDQJH LPSDFWV :H FRQWLQXH
SHU OLWUH PRQLWRU DQG DGMXVW RXU VWUDWHJILHV

ORQJ WHUP VXVWDLQDELOLW\ DQG UHVLOLI
+LJKHU FDUERQ SULFHV XQGHU WKH Hf\=¢HPVONRQ D FKDQJLQJ FOLPDWH ODQG
KDYH WKH SRWHQWLDO WR LPSDFW ORXWFRVHSSR)N WKH VFHQDULR DQDO\VLV DL
FKDLQ FRVWY DQG ORJLVWLFV DV VX 8@UHIWH WREOIOQWR WKH *URXS-V VWUDWH
SRWHQWLDOO\ SDVV RQ WKH LQFUHDEPHS LMRVIVYNOORFDWLRQ DQG ILQDQFLDO G|
DVVRFLDWHG ZLWK WKHLU RZQ FDUER® NIRAYVYUR@UVVHY 7KLV LOQFOXGHV FRQV
,QFUHDVHG FDUERQ FRVWYV DUH H[SHRWH& LWHRWH UHODWHG ULVNV DQG RSSRUYV
HOHYDWH UDZ PDWHULDO DQG WUDQVYPRUWBWLIFORFDWLRQ LQYHVWPHQW SOI

H[SHQVHV DV VXSSOLHUV DQG ORJLVYRGY WHBN LEGHUYHVV VWUDWHJ\
IDFH KLJKHU RSHUDWLRQDO FRVWV 7KLV ZLOO OLNHO\

OHDG WR LQFUHDVHG FRVWYV IRU IHHGG6 HT XL S PHQW
DQG IXHO DIIHFWLQJ ORZL V RYHUDOWKR SH3DWIHRQPUA R HQYLVLRQV D ZRUOG
EXGJHW $GGLWLRQDOO\ SRWHQWLDOBK®WIFYSMUIRGNG LB} VWURQJ JOREDO FRRS
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DQG DPELWLRXV FOLPDWH SROLFLHV SDEF\VW \/\@[9[@@/\] H P H QW

JOREDO ZDUPLQJ WR f& RU ORZHU ,W DVVXPHV
ZLGHVSUHDG FDUERQ SULFLQJ LQYHVWPHRWN SUREHV YV
UHQHZDEOH HQHUJ\ DQG VXEVWDQWLD

o
LPSURYHPHQWY LQ HQHUJ\ HIILFLHQF({EiIJ—'Rﬁ\/%—L’VLIP VWUXFWXUHG ULVN PDQDJHP

JURZWK LV GULYHQ E\ JUHHQ LQYHVWFP VD LGHQWLIN DVVHVV SULRULW
UHVLOLHQW VA\VWHPV ZLWK KLJK OHYHovy RV Fﬂaoq'iWHG ULVN LQIRUPHG E\ Wk
GHYHORSPHQW DQG UHGXFHG LQHTXDBO A GR,XEO PDWHULDOLW\ DVVHVVPHQ
+RZHYHU XQFHUWDLQWLHV UHPDLQ BERXW*6S UHTXLUHPHQWV  7KH GRXEOH P
JHRSROLWLFDO WHQVLRQV QDWLRQDDOV¥H¥¥EW%WV%WHQWLILHV VXVWDLQDELOL

OHYHOV WKH SDFH RI UHQHZDEOHYV DG SSI-\E\L/R K UH PDWHULDO WR ORZL DG
WR HKROGHUV 7KH ULVN PDQDJHPHQW &

N
v
6RFLRHFRQRPLF GHYHORSPHQW IRFX Ny REPWHYV ZKLEK RI WKHVH WRSLFV WUD
JOREDO FRRSHUDWLRQ DQG HTXLW\ ERUFS fLEE\%/b%DWH UHODWHG ULVNV WKDW
YDULDELOLW\ DQG SRWHQWLDO VRFLBESUX&'E!W\J/R/ RS VWUDWHIN DQG ILQDQFL
FOLPDWH SROLFLHVY DUH QRWDEOH FRHIYOHEIRQEH %RDUG WRIHWKHU ZLWK OR.
H[HFXWLYH WHDP *URXS ODQDJHPHQW 7HI
7KH 663 VFHQDULR GHSLFWV D IXWXUH®WZLW&SURYH DQG XSGDWH WKH PDWHULD
PLQLPDO FOLPDWH SROLFLHV DQG D PRDRQYILVR FXHPPWHULDOLW\ DQDO\VLV D
HFRQRPLF JURZWK OHDGLQJ WR VLIWMDNEDBDWORVH DQG FRQVLGHUHG ORRN DV
LQFUHDVHV LQ JUHHQKRXVH JDV HPLVYXVRUPLQDENOLWY DQG FOLPDWH FKDQJH L
VFHQDULR UHOLHY KHDYLO\ RQ IRVVIWKBKXWAWH GWKRIHORFULWLFDO IRU ORZL D(
DGRSWLRQ Rl UHQHZDEOH HQHUJ\ DQGWHORGHKKRDWGEH UV LQ WKDW WKH\ FRXOG DI
WHFKQRORJLFDO DGYDQFHPHQWYV LQ RRIEOLW\ WR H[HFXWH RXU EXVLQHVV VWU|
(FRQRPLF JURZWK LV UDSLG EXW PDUNHGBWKRIKY
FRQVXPSWLRQ DQG PLQLPDO HQYLURQPHQWDO
FRQVLGHUDWLRQV UDLVLQJ XQFHUWDKK®WDMHDERRWW\ DVVHVVPHQW DQG ULV
UHVRXUFH VFDUFLW\ SXEOLF RSLQLR®WRWWVFDWIGRQ SURFHVV FRYHUV ORZL-)
HFRQRPLF YRODWLOLW)\ IURP FOLPDWHSHR®MWLRYY DQG JOREDO YDOXH FKDLQ
6RFLRHFRQRPLF GHYHORSPHQW |HDWXUIMWKLIKRP WHFKQLFDO UHSRUWY VWDN
LQHTXDOLW\ DQG OLPLWHG VRFLDO VHOHWIHPHWOQW ZDQK LQWHUQDO GDWD IURP
VXEVWDQWLDO ULVNV IURP HQYLURQEMNQMWPDO/V XQLW
GHJUDGDWLRQ SXEOLF KHDOWK LPSDFWV DQG
FOLPDWH GULYHQ PLJUDWLRQ 2XU VWDNHKROGHUV LQFOXGH D ZLGH UDQC
JURXSY DQG LQGLYLGXDOV WKDW DIIHFW |
7KH ,($ YV FHQDULR HQYLVLRQV D RSHUDWLRQV DQG WKDW DUH DIIHFWHG E\
FRPSUHKHQVLYH DSSURDFK WR DFKLB®¥MWIRQMW,Q RXU DVVHVVPHQW ZH KDYH H
JHUR HPLVVLRQV E\ ZLWK DJJUHVNRYHRROLPDWBHVY DIIHFWV WKH GLITHUHGC
SROLFLHYV ZLGHVSUHDG FDUERQ SULZFWONHXRDGHU JURXSV ZKLFK LVVXHV DU
LQWHUQDWLRQDO FROODERUDWLRQ LWSRUNWDGMWY WRUWNKH® DQG WR ZKDW H[WH
GHFOLQH LQ IRVVLO IXHO XVH H[WHQMLYNHKROBRHBPYWEWYH D LQWHUHVW LQ WK
Rl UHQHZDEOH HQHUJ\ DQG VLJIQLILFOM)WHORSPHQW RI ORZL
LPSURYHPHQWY LQ HQHUJ\ HIILFLHQF\ GULYHQ E\
VWURQJ HFRQRPLF JURZWK IURP JUHH® ZH XSGDWHG WKH PDWHULDOLW\ DC
WHFKQRORJLHY DQG VXVWDLQDEOH LREFRYWYIUXFWRUEE5' UHTXLUHPHQWY 7KUR
‘KLOH WKH RXWORRN LQFOXGHV HTXLWDEODHUHYLHZHG RXU PDWHULDOLW)\ DQD!
GHYHORSPHQW DQG UHGXFHG SRYHUWXU JOREDO VXVWDLQDELOLW\ QHWZRUNV
XQFHUWDLQWLHY DERXW WUDQVLWLR(DGBYMPHPMILREIDPOQG LQ WKH %RDUG RI
GLVSDULWLHV DQG VRFLDO DFFHSWORQRMHRWROVPRWH/ DQDO\WLY LQFOXGHG LF
SROLFLHV UHPDLQ 7KH VFHQDULR V KXBBHVYLKK@IMHERWK LQ RXU RZQ RSHUDW
RQ WHFKQRORJLFDO EUHDNWKURXJK\H FURN/QDERUS YDOXH FKDLQ
UHQHZDEOH LQIUDVWUXFWXUH DQG VXVWDLQHG
SROLWLFDO FRPPLWPHQW WR HQIRUFRYWKPBYIHRWHORSHG LWV RZQ PDWHULDO
FOLPDWH SROLFLHYV DVVHVVPHQW WRRO JURXQGHG LQ WKH &€
UHTXLUHPHQWY WR UXQ D GRXEOH PDWHL

<

<

WKH VFDODELOLW\ RI QHZ WHFKQROR

<T
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DVVHVVPHQW EDVHG RQ WKUHH VWHSNHFKWHED A WMSRUWY SURGXFHG HYHU\ PR
XQGHUVWDQG WKH FRQWH[W DQG LGHKYWGI WARKVKISSREBN WKH GHFLVLRQ PDNLQ.
WRSLFV FRXOG EH UHOHYDQW IRU ORZHO®WMHS WKM RRWFRPH RI VWDNHKROGHU
DVVHVV WKH PRVW PDWHULDO WRSLFNQRMIRRHMQRZ Q7KH FULWHULD IRU GHWHUP
RSHUDWLRQV DQG VXSSO\ FKDLQ WDMIQRUQWRHY DUH EDVHG RQ OLNHOLKRRG
FRQVLGHUDWLRQ LPSDFW DQG ILQD QWKHOSRDWHQUAL DI WLVN RU RSSRUWXQLW\
6WHS LV IXUWKHU VSOLW LQWR WZR PDLQ VXE VWHSV
LPSDFW PDWHULDOLW)\ RI VHOHFWHG WR/SEFY. IURP

VWHS LQ RXU RZQ RSHUDWLRQV DV, ZHOO DN, WK H
YDOXH FKDLQ DQG VWHS ILQDQF LXH PIRW MUZDOHOMN XVHG ULVN IUDPHZRUN |
Rl VHOHFWHG WRSLFV IURP VWHS LROSRXWDWEZRQ DW ORZL LV WKH &262 HQWHU.
RSHUDWLRQV /DVWO\ VWHS LV D ILYDEHARMHY VFHWOW DUH GLYLGHG LQWR IR’
DQG GHWHUPLQDWLRQ RI WKH PDWHUADMWHIRYLHNODWHG
WR VXVWDLQDELOLW\ PDWWHUV 2SHUDWLRQDO

6WUDWHJILF
7KH PDWHULDOLW\ DQDO\VLV KLIKOLIK¥YSRYWRY R ERWK
FOLPDWH UHODWHG ULVN DQG RSSRUWXQELWhH | HEFXWV
IRP 0 RZ L.VF@® DW WHOWG WFHQDUR DQDOWY

DV GHVFULEHG LQ RXU 6WUDWHI\ FKDEY Yy \FMSHEpwHRULHY ZH KDYH vXE
LQIRUP WKH LGHQWLILFDWLRQ RI FOLPOWH HHRGWS & U WuwkHU DV Lw LV Fr
6FHQDULRV FRQVLGHUV FKDQJIHV LQ WHD \\y 4y vNV KDYH D KLIK LPSRUWDQFH V

WHPSHUDWXUHV H[WUHPH ZHDWKHU é(lél—li FhHODWHG ULVNV DQG RSSRUWXZC
DQG FDUERQ SULFLQJ XQGHU GLIIHUI—IBWOFQ Félﬁ\(\!l—h

QH VXFK VXE GLYLGHG ULVN
SDWKZD\V KHOSLQJ WR LGHQWLI\ ZKLFK SK\VLFDO

DQG WUDQVLWLRQ ULVNV PD\ DULVH ?IX'I—]'L{/)WI%I%BWHJRULHV DUH DV IROORZV

7KH UHVXOWYV RI WKH DQDO\VLYV GH|L5@L5V&VX%W%WW§ WR WKH VDOH VXSSO\ F

DUHDV DQG GLUHFW RXU 5 ' HIIRUWV _ERWK DW

JURXS ZLGH DQG DVVHW OHYHO .0 FROGY AW L GIOGPNHE WR JRYHUQPHQWDO UH

PDWHULDOLW\ DQDO\VLY ZzH HYDOXDWwRWWYNKRRDWRG WR RXU ILVK IDUPLQJ R

FRQFHUQV UHODWHG WR FOLPDWH FK®EEMNY HHREWHSF WR RXU VXSSO\ RIILVK

ULVNV DQG RSSRUWXQLWLHV )RU H[DP FgHUDWLRQV

HYDOXDWH UHSXWDWLRQDO ULVNV RH BLYOREBBOLWHG WR RXU LQGXVWU\

DQG SK\WLFDO DQG UHJXODWRU\ ULVNVRUONYQUHPPMH G WR RXU EXVLQHVV

OHYHO $00 ULVNV WUDQVLWLRQ DQ&E BKMNVFBHHODWHG WR RXU ILQDQFLDO DU

DVVHVVHG EDVHG RQ D FRPELQDWLR® BLWONWHHMHXRRIEG WR WD[ DQG OHJDO PD\

RI RFFXUUHQFH DQG SRWHQWLDO LPIDEMWNG2YHOWWHG WR FOLPDWH FKDQJH

DVVHVVHG EDVHG RQ D TXDQWLWDWLNMH WKNIHNSESBREG WR F\EHU VHFXULW\ DQG

ZKHUH HDFK ,52 LV DVVLJQHG D VFRUH WAFRQBD®ILFDO LQQRYDWLRQ

WR WKH OHYHO RI VLIJQLILFDQFH RQUODWPWLAVNURPWHIRU\ LQFOXGHYV RQH RU P

ZKHUH LV ORZHVW DQG KLJKHVW | GHQWLILHG ULVN IDFWRUV WKDW LQGLYL
FRPELQDWLRQ ZLWK RWKHUV FRXOG DIIHF

ORZL-V SURFHVV WR UHVSRQG WR FOISPHMWRIUUBBQBWH:G DUH FRQWLQXRXVO\ ZRU

ULVNV DQG RSSRUWXQLWLHV WKDW KMIWHLEBIWE LGHQWLILHG ULVNV DQG FDSLW

LGHQWLILHG LV FHQWHUHG LQ *OREDRSBHRWIRUNW LHWE\ WUDFNLQJ DQG IROOR

QHWZRUN LQFOXGHYV RQH UHSUHVHQ V8B WILRUHP DURFPH HOPFKLFDWRUV ZLWKLQ WKH |

EXVLQHVV XQLW WKURXJKRXW ORZL DR KBYXUVIH GLQJ SULQFLSOHYV

UHVSRQVLELOLW\ WR EULQJ IRUZDUG FOLPDWH UHODWHG

ULVNV DQG RSSRUWXQLWLHV ZLWKLQ WKHLU RZQ EXVLQHVV

XQLW :KHQ WKHVH LGHQWLILHG ULVNV DUH EURXJKW

IRUZDUG WKH\ DUH GLVFXVVHG ZLWK WKH PDQDJLQJ

GLUHFWRUV DQG VHYHUDO RI WKH & VXLWH RIILFHUV

LQFOXGLQJ WKH &KLHI 6XVWDLQDELOLW\ 2IILFHU DQG

WKH &(2
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O HWU L FV DQG 7 D UJ HWRFDUHG WRWRWDO JURXS HPLVVLRQV
DQG PDUNHW EDVHG LQFUHI
&OLPDWH UHODWHG PHWULFEV PDLQO\ GULYHL @FDHDVH LQ
*+* (PLVVLRRYL-V JUHHQKRXVH JDV VFRSH HPLVVLRQVL@RUGH DVH LQ VFRSH
LVVLR%VV GXH WR LQFUHDVHG SURGXF\

HPLVVLRQV DUH UHSRUWHG LQ DFFRU8 F\N%JLDV% é(lé-lRSH DQG HPLVVLRQV
*+* 3URWRFRO &RUSRUDWH $FFRXQW SdHD%

G* GHFUHDVHWBREP\ OHYHOV DQG
5HSRUWLQJ 6WDQGDUG 7KH *URXS X vV Wlﬁ: PSDUHG WR 7KLY GHEUHDVH
l

RSHUDWLRQDO FRQWURO DSSURDFK I&SLE @VIJ:;\O\}VLEI'H&%F%LRQ LO PDUNHW EDVH
DV

R

H

*+*

HPLVVLRQ DFFRXQWLQJ (PLVVLR(%/\é&léﬁ HPLVVLRQV VXSSRUWHG E\ LQFUH
RSHUDWLRQV RYHU ZKLFK WKH *URX§MVK

HY R UHQHZDEOH HOHFWULFLW\
RSHUDWLRQDO FRQWURO DUH LQFOX* %6_8 I—'|:H\§ I 2ULJLQ *R2 DQG 33$-V ZL

DQG UHSRUWLQJ .QGLUHFW XSVWUH% IPVQSLFLW\ VXSSOLHUV DV ZHOO DV HQ
GRZQVWUHDP HPLVVLRQV UHODWLQJ lm EV\;‘\l/RXS

RSHUDWLRQV DUH DFFRXQWHG IRU LQ 6FRSH

UHSRUWLQJ 7KH &RPSDQ\ KDV UHSRU}S/HG 'UWESI—?{S{I:S&H HOHFWULFLW\ FROVWLW
PQG HPLVVLRQV VLQFH RI WRWDO HOHFWULFLW\ XVH PDUNHW ED

ORFDWLRQ EDVHG IRU ORZL *URXS $GGL)

T

ZE

QQP,_VV(,)_F;ZLVVD\;VSF\{NVDVOGJFL;{:';%KRXVS JGD RZL XWLOLVHG 7- RI IXHO IURP D UHQH?Z
Q Qe L EREANVRKOFH vsHFLILFDOO\ ZRRG FKLS
WR WRQQHV &2 H PDUNLQJ D

H\HDU
LQFUHDVH FRPSDUHG WR WKH UHIHUHQFH \HDU RI

ZKLFK KDG WRWDO HPLVVLRQV RI

WRQQHV &2 H
IROORZV JHHG DFFRXQWHR® QR
7KH LQFUHDVH LV PDLQOMGRILIWHI\QHE \ JDUPLOJ IRUWRQOHY &2 H DQG

LQ ERWK VFRSH DQG VFRSH HPLVV%B8HV ODUNHWLQWRQRQHYV &2 H

7KH EUHDNGRZQ RI VFRSH DQG HPLVVLF

(PLVVLRQW W&2 %DVH <HDU

6FRSH

6FRSH PDUNHW EDVHG

6FRSH 2 (QHUJ\ ,QGXVWU\

6FRSH )/ $*

7TRWDO

T8:8 R\WbbW"]b MaR aRPMZPdZMcRQ c* W]PZdQR SdZZ hRMa @”eM ERM W] OMbR hRMa\ !
MQXdbc\R]ch MaR RbcW\McRb OMbRQ ~] MPcdMZ \ Mb SdZZ hRMa M1Q Wb ]*c MeMW

$GGLWLRQDO FOLPDWH UHODPWRHGYH AKPQLIFVYLWLIDWLRQ DQG DGDS)

ORZL KDV LGHRDALPRWE UHODWHG ULVRRYRYY LWV YDOXH FKDLQ 7R IDFLOLWDW
RSSRUWXQLWLHV DFURVV LWV YDOXHPFMZREWbFd KPYld DOORFDWHG UHVRXUF!
WKH SURFHVV RI TXDQWLI\LQJ WKH S USSR PRPoPRG RSHUDWLRQDO DUHDV &D
EXVLQHVV DFWLYLWLHV H[SRVHG WR ®dlbY¥WHAWHBBWIRs VIV VDYLQJ FOLPDWH
ULVNV DQG WKH FDSLWDO H[SHQGLWRYRWRK WMHRID(FR PLOOLRQ DQG (85

DQG DGRSW WR FOLPDWH UHODWHG ULVRY¥PYRQ UHVSHEWLYHO\
RSSRUWXQLWLHV )RU RXU VHDZDWHU IDUPLQJ

RSHUDWLRQ@MI RXU EXVLQHVV DFWLYLUWWHHIWRXS GRHV QRW FXUUHQWO\ DSSO\ D
UHSUHVHQW D FOLPDWH UHORWHG RSEVFR LoTWAFHyv WWHUQDO FDUERQ SULFLQ
EOXH IRRGV KDV WKH SRWHQWLDO WRSURPRWR @Y PYHIUtQFRUSRUDWHG LQWR

VKLIWV DQG UHGXFH WKH HPLVVLRQ PRPBHMHYHRQWRILYVN DVVHVVPHQWYV 7KH *
DFEKLHYH WKH 3DULY $JUHHPHQW FROQWLQXHV WR HYDOXDWH WKH SRWHQWL

RI LOWHUQDO FDUERQ SULFLQJ DV SDUW F
ORZL KDV LQLWLDWHG VHYHUDO DFWIPRRF/ WY BRWHHIWF GHFLVLRQ PDNLQJ SURFH
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&OLPDWH UHODWHG 7DUJHWWYQHZD EFOMFWULFLWRZD KIHWWD WDUJHW

6FLHQFH %DVHGIREZUXDVVHVWDEOLVKYB LQFUHDVH WKH VKDUH RI UHQHZDEOH |
TXDQWLWDWLYH FOLPDWH UHODWHG ®WDUVIUWPWRIHERFRQWHHY RIRULILQ ~I
JUHHQKRXVH JDV *+* HPLVVLRQV DQUB'@KEBROW (OHFWULFLW\ &HUWLILFDWHYV
WKH 3DULV $JUHHPHQW $00 WDUJHWNIRAHE 1 BXYFKDVH DIJUHHPHQWYV 33$% D
DSSURYHG E\ WKH 6FLHQFH %DVHG 70 4UWMWIHQHUDWLRQ RI UHQHZDEOH HOHFW
LQLWLDWLYH 6%7L DQG DUH DOLJQHMBKAL WKVWDOLKDWLRQ RI VRODU SDQHOV R
SDWKZD\ $ QRWDEOH GHYHORSPHQWR/P FHPDWYLQRJI SODQWYV THHG SODQWV |
UHODWHG WDUJHWYV LV ORZL-V DGRSWYRWKEP WU SURGXFWLRQ IDFLOLWLHYV
JRUHVW /DQG DQG $JULFXOWXUH DFFRXQWLQJ

SULQFLSOHV LQ OLQH ZLWK WKH ODWHVW 'GUDI1W RT WKH

*+* 3URWRFRO /DQG 6HFWRU DQG 5HPRYFORRQLWRUV SURJUHVYV DJDLQVW WDUJ
JXLGDQFH )/$* UHODWHG HPLVVLRQVPIRYXPLAQ WKURXIK WKH VXVWDLQDELOLW

SULPDULO\ VWHP IURP WKH DJULFxXx0WRFDRY PQFP@LFFEQW'{/RFHVVHV 7KH *URXS

XVHG LQ ILVK IHHG 7KH 6%7L KDV EHHORRIEBUWHY 7 DQG %RDUG RI "LUHFWI
UHYLHZ WDUJHWV HDFK \HDU HVLQJ DEVR
LQFUHBMKH FRPSDQ\ V VFRSH DQG

HPLVVLRQV DV WKH PHWULF IRU 6FRSH

UHGXFWLRQ DPELWLRQ IRU IURP | 0EBYE QI )/$* DOG QRQ )/$* FDWHJIRULH

RQ WKH EDVHOLQH WR EDVHEURG WMAHHQVXUHY FRQVLVWHQW HYDOXDYV
EDVHOLQH )XUWKHUPRUH ORZL ls\4y|RUPDQFH LQIRUPV SRWHQWLDO PHWHk

LQWURGXFLQJ D QHZ WDUJHW VSHFLIXEBBRW\NRFEYE & xssrRuwWYV WUDQVSDUHQW
RQ UHGXFLQJ )/$* HPLVVLRQV ZLWKLQ RRPR$KROGHU Y

7KH *+* HPLVVLRQ UHGXFWLRQ WDUJHWYV L
¥ UHGXFH DEVROXWH 6FRSH DQG *+*

*+*
HPLVVLRQV E\ \URP D EpWPUIJHWY DQG GR QRW LQFOXGH UHPR

HDU FOUERQ FUHGLWYV RU DYRLGHG HPLVVLRQ\
PHDQV RI DFKLHYLQJ WKH *+* HPLVVLRQ
+ UHGXFH DEVROXWH 6FRSH  QRQ )/$f6xFWLRQ WDUJHWV ORZL GRHV QRW FX

* *
(QHUJV ,QGXVWUI ** HPLVVLRQV WR EXUFKDVH FDUERQ FUHGLWYV IRU DFKLI
IURP D EDVH \HDU

WDUJHWYV
I UHGXFH DEVROXWH 6FRSH )/I$* )RUHVW /DQG
$IJULFXOWXUH *+* HPLVVLRQV E\
IURP D EDVH \HDU
(PLVVLRQW W&2 FKDQJH IURP %< 7DUJHW
6FRSH PDUNHG
EDVHG
6FRSH (QHUJI\
,QGXVWU\
6FRSH )/ $*

TBa”UaRbb \MQR ~] R\WbbW"]b cMaURcbh Sa~\ M 3K



6DQGYLNVERGHU  $%
32 %R] 6DQGYLNHQ
PRZL FRP %HUJHQ 1RUZD\
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