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

&OLPDWH FKDQJH DQG IRRG VHFXULW\RZ4PIDA 8 QKR! WKH ZRUOG-V OHDGLQJ VH
ELJJHVW FKDOOHQJHV IDFLQJ KXPDQFWPSMHQLHY UDQNHG QXPEHU RQH E\ PDUN
UHFRJQLVH WKH JURZLQJ LPSDFW RI FBEPWRALVDWLRQ DQG UHFRJQLVHG LQ VI
FKDQJH RQ RXU EXVLQHVV DQG WKH PRAGHOWWRDLQDELOLW\ UHODWHG DVVHVVP
FRQWULEXWLRQ RI VHDIRRG WR ORZHWV:R WKHWHRWOG-V ODUIJHVW $WODQWLF \
SDWKZD\V LGHQWLILHG LQ FOLPDWH BbBbWK KRY YHYWHPROXRHRWORHYV LQ
VWXGLHV $V D VHDIRRG SURGXFHU zHWKL¥DBOHRWHWR D JOREDO PDUNHW VKDU
UHODWHG ULVNV DQG RSSRUWXQLWLRY SWRELREWROQMH

FOLPDWH UHODWHG LQIRUPDWLRQ LQ D VWUXFWXUHG DQG

WUDQVSDUHQW PDQQHU 7KLV UHSRUWRZKpWHRHHG &'3 &OLPDWH $ OLVW UHFF
SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56P G I2PWXH@FOXGHG LQ 7,0(-V OLVW DV RQ
WKH ,QWHUQDWLRQDO 6XVWDLQDELOZ®RY Q@O WV ¥0RPRLQRDEOH FRPSDQLHV
ZKLFK EXLOGY RQ WKH UHFRPPHQGDWRREP R\ K\IPRHD I XOO\ LQWHJUDWHG YDOXFE

7DVN )RUFH RQ &OLPDWH UHODWHG )LYDRYPIRIFHOWR SODWH DQG SURGXFHV LWV I
'LVFORVXUHV 7&)" HQYLURQPHQWDOO\ FHUWLILHG IHHG VSHF

GHVLIJQHG IRU WKH ORZL VDOPRQ VWUDLQ

ORZL KDV DGRSWHG D JOREDO DSSURDFK WR

FOLPDWH FKDQJH DOLJQHG ZLWK FOLPBWHNHELMWPHH RI WKH YDOXH FKDLQ ZH
DQG WKH 3DULV $JUHHPHQW 2xu wDWRARPYBYRQH VKDUHG DLP WR SURYLGH I
DSSURYHG E\ WKH 6FLHQFH %DVHG 7BBRYPYSRSXODWLRQ ZLWK GHOLFLRXV KH
LQLWLDWLYH 6%7L DQG DUH DOLJQHIXWUKWIPRX Vs §RRG IURP WKH RFHDQ LQ D

SDWKZD\ VXSSRUWLQJ WKH 3DULV JRHY/RIIOW ¥ RV $ODQHW DQG DOORZV ORF
JREDZDWP IQ) R f& DERYH SB IQGXVADO FRPPXQLWLHV WR IORXULVK $ SURGXFW H
OHYHOV ORZL LV SURXG RI HYHU\ GD\

ORZL LQWHJUDWHY FOLPDWH UHODW HE 'S ERFERWAHRW VL Q DUHDV VXFEK DV JH(C

RXU ,QWHJUDWHG $QQXDO UHSRUW Vi ¢eseP@XH DGGHG SURFHVVLQJ DQG VPL
VHE W EIBEIWY BEZI EEPSho HEVLWHFKQRORI\ KDYH WUDQVIRUPHG RXU EXV

DQG LQ DGGLWLRQ ZH KDYH DOVR VXPPDGOVHE dkirQ P OHDGLQJ SRVLWLRQ W
ULVNV DQG RSSRUWXQLWLHV DULVLQWRRRPERDEEPWA FRPSDQLHV FDQ PDWFK
FKDQJH RXU VWUDWHJILF DSSURDFK WRZHUGP RBRZAUYRCXFWV WR PRUH WKDQ
FDUERQ HFRQRP\ DQG RXU FRUSRUDWHIR WDUYHWK PYH UHSERNVENG WIHB/ QG
WKLV ,)56 6 UHSRUW )RU D PRUH H[WHESPRYn SHRSOH ORZL LV RUJDQLVHG LG

GHVFULSWLRQ RI RXU *+* HPLVVLRQV ’\'f'oEB?DVDL\)QHHVV DUHDV )HHG )DUPLQJ L

VWUDWHJI\ SOHDVH VHHI[EBXU1&FEE DIHSR
L ORZI &RPSDOQ\ 'HEVLWH
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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 YDOXHHRWMIRQ FURS GLVUXSWLRQV OLQNHG \

‘H EHOLHYH WKDW E\ IDUPLQJ WKH REI?I%%D%/HH Fsd:)éNWHUQV FDQ DITHFW WKH JUI
SURGXFH QXWULWLRXV IRRG ZKLOH P}BD%JHL}SW RI'UDZ PDWHULDOV QHHGHG LQ
HQYLURQPHQWDO LPSDFWV DQG FOLP% IXLU(%-I]OIE)LV(}ﬁEU RSHUDWLQJ FRVWV LQ W
ULVNV DFURVY WKH YDOXH FKDLQ %WHZQPLP\@S%%SP\I/:KD@IQ]HVPD\

FRYHUHG E\ ZDWHU \HW WKH 8QLWHGE|1|E|§\FL'_F|2§\B E'RSGURQRXQFHG RYHU WLPH
DQG $JULFXOWXUH RUJDQLVDWLRQ ) éXHﬂEWv' B% \IPJ\MD\'MJHVD(X;‘FR\XN

WKDW RQO\ DURXQG RlI WKH ZRUOG-\}JIIQ&IR%H&/DORULF

VXSSO\ FRPHV IURP WKH RFHDQ 7KH RFHD KDV HUDWLROV VHD VLWHV ED
WKH SRWHQWLDO WR SURYLGH RYHU '\R_HQ/\}JLP FRI-'\’SUI#J Q Q

IRRG WKDQ LW GRHV WRGD\ IRRG WKBWN LHWE fEFARQLF DRG DFXWH SKIVLFDO
QXWULWLRXV FRQWDLQLQJ HVVHQWLBERYUWr@lgHD VXUIDFH WHPSHUDWXUH F
PLQHUDOV RPHJD DQG RWKHU QxwJHo M H ZHDWKHU HYHQWYV WKDW PD
IRXQG LQ SODQW EDVHG RU RWKHU DOLRDL SURWHE{IEY PO JURZWK DQG ZHOII
.Q IDFW DFFRUGLQJ WR WKH %0xH ) RRGIEWIRA Y $GGLWLRQDOO) WUDQ!
WKH QXWULWLRQDO FRQWULEXWLRQ R E®XH RRGWI WHFKQRORILHYV VXFK DV
VLIQLILFDQWO\ KLJKHU WKDQ SUHYLRXVO! AP RV SUHQUERW |

7KLV DSSURDFK HQVXUHV WKDW RXU WARLWLHV DQG FKDOOHQJIHV "HSOF
FRPSULVLQJ SURGXFWV DQG VHUYLFHPYXE SHYWHEPROWY LRWR WKH ZDUPHU 2
GHILQHG HQYLURQPHQWDO VRFLDO BO&YUREXFRYLQY VHD VXUIDFH WHPSHUD
SHUIRUPDQFH SURJUDPPHV WUDQVO 'ﬁ.ggﬁﬂ WKHP WR JURZ PRUH UDSLGO\ Z
HQKDQFHG FXVWRPHU VDWLVIDFWLRQ Py H SHDN SHULRGYV RI'LQFUHDY

HQYLURQPHQWDO SHUIRUPDQFH DQogfBRIARNKG | T 0L iiioxh kLo wiH
LQYHVWRU FRQILGHQFH Q Q '

WHFKQRORJLHY PD\ KHOS UHGXFH FHUWDL

%\ LOWHJUDWLQJ WKH HQWLUH YDOXH(?:T(I'DLL%QPZ%Q%DSO SUHVVXUHV WKH\ PD\ D
FRQWURO RXU SURGXFWYV IURP URH V\}'IQFS%%WI-P B%'E:l E]I\-|LQWHQVLW\ DITHFWLQJ
PRUH SURDFWLYH LQ DGGUHVVLQJ FO VVW%VUI%SH%?!\(%LRQDO RSSRUWXQLWLHV
FKDOOHQJHY UHODWHG WR IHHG EU G ZJD|§§E HQHUJI DQG KIEULG HQHUJ\
JHQHWLFV IDUPLQJ DQG VHFRQGDU\ %%%Eﬁk‘/%L yv VIVWHPV FDQ EH LQWURGXF!
‘H UHIHU WR DFWLYLWLHV ZKLFK RFFQUI—H’HN%‘{J I§ P%%/WHQWLDO WR UHGXFH HP
LH VHFRQGDU\ SURFHVVLQJ DV GR%&U\%/%WIBBJ RVWV LQ WKH VKRUW WHUP
RSHUDWLRQV DQG DFWLYLWLHV RFFXUULOJ SULRU WR

IDUPLQJ L H IHHG SURGXFWLRQ DVQ(%W% SSRUMQUAVDU FROFHUDWG
RSHUDWLRQV :H DOVR VHH UHVHDUFEFTDZ?EGVWUHDP LQ FRQVXPHU VHIPHQWV
GHYHORSPHQW DV LQWHJUDO DFURV\}'(I?Q'i( H\PB/&IQﬁO\ PRWLYDWHG E\ VXVWDLQDE
FKDLQ 2XU LQWHJUDWHG SURGXFWLIEgL}f |_\|/'§(R\’/QVLGHUDWLRQV GHYHUDO VW
U

SURGXFWY DQG LPSURYH HIILFLHQF\

DTXDWLF IRRGV DV RQH SRWHQWLDO SDWt

ORZL IROORZ WKH GRXEOH PDWHULDOUL|_\|/\RX|1I:F%': r_]Hll?g\%sFl“\;\V\\//gV;PV\;_‘LPFL\\//\ISIE)RPQRV ::;lg(l
&65' L H PQ DVVHVVPHQW RI WKH L L VV leD((B3 SRVLWLY?—| FR WULEX?NLR ‘
ORZL SURGXFWYVY DQG RSHUDWLRQV Ré %I—‘-IRSS(SJH\ VH LI H WUHPQH ZHDWKHUQHY\
HQYLURQPHQW DQG VRFLHW\ DV ZHO(SJLDI\)\IB %%%%VR%UEM IDL[OXUHV OHDG WR VD¢
Rl FOLPDWH UHODWHG ULVNV DQG EXlVQ_éJI-P\y

RSSRUWXQLWLHV IRU ORZL 'XULQJ WKH ODWHULDOLW\
SURFHVV ZH KDYH LGHQWLILHG NH\ powiY{HOWHIV DQG GHFLVLRQ PDNL
LPSDFWV ULVNV DQG RSSRUWXQLWLRRZ3Q\6 MM DY QDELOLWY 6WUDWHJI\ /HDGI

LOWHUDFWLRQV ZLWK RXU VWUDWHJIVBHYRBOROWLRGBYDQ RXWOLQHV WKH FRPSI
PRGHO VXVWDLQDELOLW\ VWUDWHJI\ LQFOXGLQJ

FRPPLWPHQWY DQG DFWLRQV ORZL V SULF
8SVWUHDP FOLPDWH H[SRVXUH LV JUNDWRWWRGXWKH RUH IRRG IURP WKH RFHI
IHHG VXSSO\ FKDLQ ZKHUH WKH DYDHYBELBIWOBBEBO SRSXODWLRQ UHVSHFWL
SULFH RI IHHG UDZ PDWHULDOV FDQ BRI HMHQVLRASHFWM! VXSSRUWLQJ ORFDO

FOLPDWH FRQGLWLRQV ,QFUHDVHG H{RAAHFEFHYWLHBW KRG RITHULQJ FRQVXPHUYV

mCT
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KHDOWK\ KLJK TXDOLW\ SURGXFWV TV PDIBHWRIDFEY ZLWK D ORZHU *+* HPLVV
HQVXUHV ORQJ WHUP SURILWDELOLWFRPBDUWG ZLWK WKH IHHG UDZ PDWHULDO
6XVWDLQDELOLW\ 6WUDWHJ\ IRFXVHGYOQL WMXEHOH WRGD\ 6RXUFLQJ IHHG UDZ PI
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 VSH
WUDFHDELOLW\ DQG FHUWLILFDWLRQ UHT>
5HFRJQLVLQJ FOLPDWH FKDQJH DV R@N RDWIKMH7UXVW DQG 3UR7HUUD ORZL DO
ZRUOG V PRVW SUHVVLQJ FKDOOHQJHV' WRZDKBY WHVWLQJ DQG GHYHORSLQJ C
LGHQWLILHG PDWHULDO ULVNV DQG RESRBUWIZQPRWHWLDOV
UHODWHG WR FOLPDWH 7KHVH LQVLJKWY KDYH GULYHQ
WKH GHYHORSPHQW RI ORZL V &OLPDWRIZEWD QWIVWWHRY LQFOXGH DFKLHYLQJ
30DQ ZKLFK LV LQWHJUDO WR WKH FRPSBEDELOHW\ Rl IHHG UDZ PDWHULDOV
EXVLQHVV VWUDWHJI\ DQG ILQDQFLDO SOMIQRALQLQHQUDZVPDWHULDOV 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 WKH SRWHQMFIKDL®! RIQIHDIRREI LQJUHGLHQWY VRXUFH!
DV RQH SRWHQWLDO SDWKZD\ IRU UHGRFHQJIHRREGUDZ PDWHULDOV 7KH FRPSDC
VI\VWHP HPLVQGRWQVDQVLWLRQ WR D OFRRPPDWERIEG WR UHGXFLQJ IHHG FRQYHU VL
HFRQRP\ E\ UHGXFLQJ FDUERQ HPLVVDRRY DBGRWKH FDUERQ IRRWSULQW RI IHH
VFRSHV DQG 7KH FRPSDQ\ LV FRPAIHUWBIGY .H\ SHUIRUPDQFH LQGLFDWRI
WR DFKLHYLQJ LWV VFLHQFH EDVHG WHXWHWW DURHYWRZ HQFOXGH WKH SHUFHQWI
WRWDO *+* HPLVVLRQV DQG WR UHGXANWKPHDO DQG ILVK RLO FHUWLILHG E\ 0DL
HPLVVLRQV ERWK XSVWUHDP DQG GREQXIWUIHDHPQWKMKH SHUFHQWDJH RI VR\ FH
LQFOXGHV XVLQJ IHHG UDZ PDWHULDBWRMWMKUORZHWWBTXLYDOHQW WKH ILVK IHH
DVVHVVHG OLIHF\FOH *+* HPLVVLRQVGHBB®BH®IF\ UDWLR ))'5 IRU PHDO DQG R
GLHVHO XVDJH DW IDUPLQJ VLWHV LQBRGHDNVQPOXVKRQ Rl HPHUJLQJ IHHG UDZ
VKDUH Rl UHQHZDEOH HQHUJ\ XVHG GPOMBULDOPLQJ
DQG SURFHVVLQJ DQG RSWLPLVLQJ GRZ@NEWRQYMUPLRQ UDWH )&5 LV D UDWLR WKDW GHVFULE

WUDQVSRUWDWLRQ ORZL V WDUJHWV LOEEKEHVREXFH P FRUWDLQ DRRXQW RI VDOPRQ

DFKLHYLQJ D UHGXFWLRQ LQ VFRpHM | R RppLWWHG WR JOREDO WUDLQLQ
UHGXFWLRQ LQ QRQ )/$* VFRSH &ORG10pppHY DQG HVWDEOLVKLQJ UREXVW
UHGXFWLRQ LQ VFRSH )/$* HPLVWLRRVpG\WR WDFNOH SK\WLFDO FOLPDWH
XVLQJ DV D EDVH \HDU .H\ %\ LGHQWLI\LQJ EHVW SUDFWLFHV IRU SOI

SHUIRUPDQFH LQGLFDWRUV .3,V IRUWKHYHIRPRR VL 0FOXGLOJ WUDLOLOJ IRU

DUH WRWDO *+* HPLVVLRQV VFRSHV ppoDREUL Q) DQG PLWLIDWLRQ ORZL KDV

DQG WKH SHUFHQWDJH RI HOHFWULFLW\\\HREY KB YR UREXVW PDQDIHPHQW V!

UHQHZDEOH HQHUJ\ PLQLPLVH WKH ULVN DQG SRWHQWLDO LPS

RQ RXU RSHUDWLRQV 7KLV DSSURDFK DO\
$FFHVV WR UDZ PDWHULDOV QHHGHGJIRMWLYKU'HMA KHDOWK DQG ZHOIDUH WDl

DORQJ ZLWK D QXPEHU RI RWKHU IDFWRWY ¥YX¥KIRSHG D JOREDO SURFHGXUH F
GLVHDVHV DOJDH EORRPV ORZ RINHRAHFPRAM 8RCPRQLWRULQI DQG PLWLJIDV
IOXFWXDWLQJ VHD ZDWHU WHPSHUDWXNFY) DYE DPRxu *oREDO 3ROLF\ ZKLFK
OLQNHG WR SK\VLFDO FKDQJHV LQ Withh 5@ GRWH IRYG Lk ULVN VLWHV VXFK D\

PXVW EH FRQVLGHUHG ZKHQ HYDOXDWHLOIFFL PR DOG &DQDGD :HVW 0DQI
UHODWHG ULVNYV +$%V LQYROYHV D FRPELQDWLRQ RI VWDII

WKH DSSRLQWPHQW RI FRQWDFW SHUVRQ\
2YHU WKH PHGLXP WR ORQJ WHUP WHKd,REBLQRBLOWWYRXIK PHWKRGV OLNH VL

RITHHG KDV EHHQ LGHQWLILHG DV D SRAVHQVLERyHy vbPSOLQJ IRU PRQLWRUL
FOLPDWH UHODWHG ULVN GXH WR LQRUHRYHEG HAWYWE FowLrRQ DQG PLWLIDW
ZHDWKHU HYHQWYV DQG D ODFN RI DQWHE QRWMEYKH BHEOR\PHQW RI DLU GLIIXVH
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&OLPDWH FKDQJH RIIHUV DQ RSSRUWXQLW
7KH JURZWK RI VDOPRQ LV GHSHQGHGQBWRRIXFWLRQ RI IRRG IURP WKH RFHDQ DQ
VHDZDWHU WHPSHUDWXUHV ZKLFK LVILIWKWBEBP ODQG WR VHD EDVHG DQLPD
DIIHFWLQJ WKH OLIH F\FOH RI IDUPH® VBXERQVKHG OLIHF\FOH DVVHVVPHQWV L
*OREDO ZDUPLQJ KDV DOUHDG\ LPSDREWHBPYNVLRQV IRU IDUPHG VDOPRQ V\VWH
VXUIDFH WHPSHUDWXUHV DQG PRVW FHUWDMWHWHUUHVW ULIRY D ® DRDDOYBRR W H L
PRGHOV DJUHH WKDW WKHVH WHPSHUDWOXBWBRGODURWHLQ GLYHUVLILFDWLRQ
FRQWLQXH WR ULVH DORQJVLGH DWPRRSKEXGH® WKDW JLYHQ WKH IDYRUDEOF
WHPSHUDWXUHV $Q LQFUHDVH LQ R F3R®IA R RXUHD EDWHG SIRMIQVDQG WHIU
WHPSHUDWXUHV LV OLNHO\ WR D FF H GRUSDW\WHY ®H FOBERP O X\H DQG
OLIHF\FOH SURYLGHG WHPSHUDWXUHVY HMWKZDIRRWISEIOOW JRRG SVVHVVPHQW
WKH RSWLPDO UDQJH IRU JURZWK *URFAWIQEH ] WKBUH LV FXUUHQWO\ QR
RSWLPLVDWLRQ FDQ EH DFKLHYHG E\FERIWEMHQWQ MMEDWRQ IRUKIWY \RZ DG
RSWLPDO VHDZDWHU WHPSHUDW X U H \J B-RWUXW RZYH KUBE®I EDVHG DEMWDDWH
ZLWK WKH XVH Rl ODUJH SRVW VPROVBYRWHGE XN QJ WKH
WLPH QHHGHG WR KDUYHVW VDOPRQ DW VHD DQG
LQFUHDVLQJ SURGXFWLRQ SHU OLFHQ@XHUGQSOHMHQRMHUWLILFDWLRQ VEKHPHV FL
\HDUV ORZL KDV DVVHVVHG DUHDV ZKMHRUBURYLGH FRQVXPHUV ZLWK LQIRUPDWL
LQFUHDVHG WHPSHUDWXUHYV PD\ HQKORHHLIHHEGIQYLURQPHQWDO VRFLDO WUDI
DSSHWLWH DQG JURZWK SURILOHV XMRIRGLVDOHW\DIJIHWHULD HQDEOLQJ LQIRURF
SRVW VPROWYV WR UHGXFH VHD WLPHSXQG&KERRVN GHFLVLRB K D,QH
SURGXFWLRQ FRQWLQXHG ZLWK FHUWLI\LQJ RXU SURGX|
YROXPHV DFFRUGLQJ WR LQWHUQDWLRQD(
%\ WKH HQG ROIRZL 1RUZD\ KDV DFKLHYMBRIJQLVHG VWDQGDUGV 2XU FRUSRUDW
QHDUORLOOLRQ FDSDFERWMW Y PROW WR DFKLHYH FHUWLILFDWLRQ DJDLQVW
UDWLR H[FOXGLQJ 5HJLRQ 1RUWK 7HHRRIYLSKBWWDQGDUG HYHU\ \HDU DQG
Rl WKH SRVW VPROW VWUDWHJ\ LQFOXEKM PHE WVKIHIK OHYHO RI FHUWLILFDWL]
LQFUHDVH LQ WRWDO SRVW VPROW QRPBBOVKRIUYHVWHG YROXPHV LQ
PLOOLRQ

J)LQDQFLDO SRVLWLRQ ILQDQFL
7KH XVH RI IXHOV LV FRPPRQ LQ DTXWUV\R(UPW\QFH DQG FDVK IORZV

RSHUDWH WKH JHQHUDWRUV WKDW SBRHAV |BHRFPLWWHG WR DOLJQLQJ LWV IL(
VIVWHPV $V SDUW RI ORZL-V ORZ FDYRRRVKWWBWWHJI\ 0RZL-V *UHHQ DQG

WKH FRPSDQ\ DLPV WR UHGXFH WKH 'gXVWDLODELOLW\ /LQNHG )LQDQFLQJ )UDP
FRVWV OLQNHG ZLWK IRVVLO IXHOV CyRY fUighk R \ORTkR PMHCRQ RI SURFHHGV IUR
FDUERQ HPLVVLRQV VFRSH ITURP IXEPEW LQVWUXPHQWY WR JUHHQ SURMHFW
JHQHUDWRUV &OLPDWH UHODWHG RSSRYMWXRLYG WDUJIHWYV IRU IXWXUH VXVWD
UHODWHG WR IXHO XVDJH KDYH EHHQGIHEMR MAVIMASXPHQWY 7KLV LQLWLDWLYH >
HVSHFLDOO\ VLQFH 1RUZD\ DFFRXQWUI:\’IBLLJ\R)fHHPLWPHQW 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 FRPSDQ\ LQ
ZRUOG WR LVVXH D JUHHQ ERQG UDLVLQJ
,Q ORZL 1RUZD\ WKHUH LV DQ RSSRUWXSVRQVRQ 6XEVHTXHQW JUHHQ ERQ(

UHSODFH GLHVHO JHQHUDWRUV ZLWK_$\BUWE MGVWHBYRU  |RU (85 PLOOLRQ
FRQQHFW VLWHV WR ODQG SRZHU DV (85 """P'OOLRQ UHVSHFWLYHO\ %RQG SUF
VRXUFH IRU IHHGLQJ VA\VWHPV DW VHP Q0 WrY DQG WKHLU HQYLURQPHQWDO LP!
&XUUHQW®\I ORZL V VHDZDWHU VLWHYBOFXODWHG LQ DFFRUGDQFH ZLWK WKH
1RUZD\ VLWHV VWLOO XVH GLHVHO JHRHYBWRNYYWYV RI ORZL-V *UHHQ )LQDQFLC
,QVWDOOLQJ K\EULG VIVWHPV RQ IHHG EPY¥ZRYNDDRZL KDV D (85

UHGXFH GLHVHO FRQVXPSWLRQ E\ PLOOLRQ VXVWDLQDELOLW\ OLQNHG EDQN

HOLPLQDWH WKH QHHG IRU GLHVHO J(g%"""" " PLOOLRQ VXVWDLQDELOLW\ OLQNHG
IHHGLQJ HTXLSPHQW RSHUDWLRQ 7K LQWHUHVW PDUJLQ RQ ERWK IDFLOLWL
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SHUIRUPDQFH DJDLQVW PXWXDOO\ DIRIHHERQ FRVWV IRU VFRSH HPLVVLRQV FF
VXVWDLQDELOLW)\ .3,V ,Q DGGLWLRQ +RHLODIGIIOR® (85 A R ORMIDOUPLLRY (85 IRU ILVK
KDV D 12. PLOOLRQ JUHHQ ORDQ IBRGO DWRLW®HRQ (85 IRU VDOHV DQG PDUI
SURFHHGV Rl ZKLFKXDHB WRRJ W HHQ

SURMHFWVY DV DJUHHG EHWZHHQ WKRRFREWDODWH 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/Q\DDHPBEMWHV\VWHPY UHGXFLQJ LWV

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

GLHVHO FRQVXPSWLRQK\EXUGBHQWO\
ORZL DLPV IRU LWV HQWLUH GHEW ILYDWQFHOY WRYHHEIHHQ LQVWDWE M D QI
D VXVWDLQDEOH IRUPDW VXSSRUWL@HBQRIRGINFWHG WR ODQG SRZHU LQ 1RL
WRZDUGV FRPSDQ\ ZLGH FOLPDWH W ZUWHWW KHQBKRUW WHUP REMHFWLYH EHLQ
LQYHVWPHQWY LQ D ORZ FDUERQ HQDNOORQPHOWD® @RUZD\ WR HLWKHU ODQG <
VXVWDLQDEOH HFRQRP\ ORUH LQIRURDWALRBVRQ
ORZL-V ILQDQFLQJ FDQ EH IRXQG LQ QRWH  WR
WKH JURXS ILQDQFLDO VWDWHPHQW V3KQVIWKHOD QEMWMHDVHG JOREDO
UHSRUW DQBRITW MR®ISDQ\ "HEEDJH WHPSHUDWXUHV GULYHQ E\ FOLPDWH FKD
D GLUHFW LPSDFW RQ WKH IUHTXHQF\ DQG
&OLPDWH 5LVNV 2 &XUUHQWRDDQRXWH SK\VLFDO ULVNV VXFK DV H[WUH
$QWLFLSDWHG )LQDQFLDO (IIHEWQ@WV +LIJKHU JOREDO WHPSHUDWXUHV

&OLPDWH FKDQJH SRVHV ULVNV WR 0RZPRHU RFHDQ WHPSHUDWXUHV ZKLFK FD
RSHUDWLRQV LQIOXHQFLQJ ERWK FX'tv®¥BEWHDbBWRRK PQRG IUHTXHQW VWRUP
ILQDQFLDO RXWFRPHV $V D OHDGLQUY §¢BWiuzAPWiHY HYHQWV EULQJI VWURQJ
VHDIRRG LQGXVWU\ ORZL UHFRJIQLVHWRKHUDLQIDOO DQG VWRUP VXUJHV ZKL
LPSHUDWLYH WR DVVHVV DQG DGGUHRVHI¥HQRZL V DTXDFXOWXUH LQIUDVWUXF
FOLPDWH UHODWHG ULVNV FRPSUHKHGAWHNMH AKEY ULVN RIHVEDSHY
VHFWLRQ ZLOO H[DPLQH WKH FXUUHQW DQG

DQWLFLSDWHG ILQDQFLDO HITHFWV R{ KA VNYPREBRACKDRFPFW RI DQ HVFDSH LQF

EHHQ VXEVWDQWLYH WR WKH RSHUDWIRYIRPBRHAC EV WKH SRWHQWLDO QXPEHL
HVFDSHG ILVK 7KH PDMRULW\ Rl RXU VHD:

(PHUJLQJ SHIXDHKDHWLR@ZHJLDQ &OLPDWHWH ORFDWHG LQ VKHOWHUHG DUHDYV DQG
$FW DORQJ ZLWK YDULRXV LQWHUQDRMLR[GRY H® VRDWAN LV OLPLWHG )URP H[SFH
DJUHHPHQWY KDV VHW DPELWLRXV JRDODOYLRWRVUMGROFFH LQFLGHQWY VRPH SHQ\
*+* HPLVVLRQV DQG OLPLW JOREDO ZDUREYWH®WRKLOH RWKHUV DUH QRW GHSH(
f& $V WKH ZRUOG PRYHV FORVHU WKH KLYRWRUBHWMWR WKH HQYLURQPHQWDO
WKH OLNHOLKRRG RI KLIJKHU FDUERQDMDB KRR X RVMVQOVLWH SHUVRQQHO FDQ L
IXHOV LQFUHDVHV SRWHQWLDOO\ UDYIVW®E®J ORZL: -V
RSHUDWLRQDO FRVWV ORZL SULPDULO\ XVHV IRVVLO IXHOV
LQ LWV IDUPLQJ RSHUDWLRQV WR SRZRU WEHXIHHWH WKH ILOQODQFLDO LPSDFW R
GLVWULEXWLRQ V\VWHPV RQ IHHG EDIUQHNGHQWY VZHHPRQVLGHUHG D VFHQDULR
IDUPLQJ VLWHY UHTXLUH D UHOLDEORIHWKN JLVR>XVFD SHQ DUMRMHU EHLQJ
DQG UHPRWH ORFDWLRQV W\SLFDOO\DUHIRWHEG GENHD/GI®I[WUHPH VWRUP HYHQW 7
JHQHUDWRUV $GGLWLRQDOO\ H[WHUWPDF ¥YHDWHEBHYDOXH RI WKH HVFDSHG ILVI
VXSSOLHUV VXFK DV ZHOO ERDWV DBNRHGHRQ RQLNRK/\EIHW SHQ DQG D UHDOLVH

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

ORZL-V DFWLYLWLHV DUH FRYHUHG E\ FOYERDEUFIPFW ZRX0OG EH FODLPHG IR
VEKHPHV DQG DVVXPLQJ WKH FDUERQHREMPFHWR @¥HQH.V DIIHFWHG WKH WRWDC

'RU ORZL JURXS UHPDOGYHOW DQG WKHopQFLDO LPSDFW LQFOXGLQJ LQVXUDQF
SULFH SHU WRQRHPRVERRQV (88 DW ;3% 0G EML OOLROQ (85

WRQQH DV SXEOLVKHG LQ WKH 1HW =HUR 5RDGPDS
E\ WKH ,QWHUQDWLRQDO (QHUJ\ $JHQF\ ,($
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7KH LQFUHDVHG IUHTXHQF\ DQG VHY HPWMV\ FRR UMKIHO/IHWWLHYV DFURVYV DQ HQWLUH \
H[WUHPH ZHDWKHU HYHQWV XQGHUVGBRBENUVKIHDIRFRWHG VLWHV FRXOG DOVR
RQ UREXVW LQIUDVWUXFWXUH DQG HQKBRBEBGQILR® WKH VL]H Rl WKH LPSDFWH
PDQDJHPHQW VWUDWHJILHYV 2XU VWUD® HPISD EQLWALHDWLYIHR Rl +$% 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 VXVWDLQHIBI IHESWHDG/ IRQ RQ\HDU O\ EDVLV

VHOHFWLQJ WKH REMHFWLYHO\ EHVW VXLWHG HTXLSPHQW

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

+DUPIXO $0JDO %ORRFV REHWODWLRQDO

,Q 1RUZD\ ZH KDYH LQLWLDWHG DFwWLFVIWY R} bRS @RRHQWLQJ PLWLIDWLRQ VIV\
%OXH 5SHYROXWLRQ &HQWHU %5& DLPRBODERILBRMRKEDOLRQ (85 SHU \HDU
EHWZHHQ ORZL 6LQWHI DQG 10%8 IRPOAIYLREDOOV O0RZL LV XQGHUWDNLQJ W
RSWLPLVLQJ WKH LQWHUDFWLRQ EHWZHHF VHBERHREWARUYVY WR K\EULG VAVWHPYV
RSHUDWLRQV DQG ELRORJ\ RQ VLWH\SREWK kilWK DQ HVWLPDWHG LQYHVWPHQ'
H[SRVXUH WR ZDYHV DQG RU RFHDQ AXPPHEWUBSKRU XSIUDBGLWB\DERXW
ILUVW SURMHFWYV DW %5& KDYH VWDUWHEDPD QEKHRAKITRQYVY DUH LPSRUWDQW IR
JHQWOHU OHVV ZHDWKHU GHSHQGHRWP p_MDLQRLQJ RSHUDWLRQDO HIILFLHQF\ I
DXWRPDWLF KDQGOLQJ RI ILVK )XUWRRVUPRRRPHQKWDO UHVSRQVLELOLW\ LQ WK
SURMHFWY DLP WR GHYHORS VDIH DQG UREXVW

LQIUDVWUXFWXUH FRQQHFWLQJ EDUJ 8‘ épsﬁw{f SDUVREDO

WDLORUHG WR KLJK R QXUWKWUWRMY Ly oW TYPWXUHV FRQWLQXH WR ULVH WKH
WKH ULVN DVVRFLDWHG ZLWK ILVK HVEDSHVON PR R
DOVR HVWDEOLVKHG DQ (VFDSH 3UHYDH Q/\/\L/ﬂi' F%
*URXS 7KLV JURXS PHHWYV TXDUWHUGVWR (P
LPSURYHPHOW SULRULWLHY wUDFN SORLGH

VKDUH H[SHULHQFHV $ GHGLFDWHG \P)Iﬁ(ﬂf XU LQ'UDVWUXFWXUH ORUHRY
IREXVHV VROHO\ RQ LGHOWLINLQJ HTXL S Bgﬁ H‘H PFW RIULVLQJ FDUERQ WD

IRU H[SRVHG VLWHYV FROODERUDWLQ%HFF 'ﬂv\‘? PYRQRXQFHG IXUWKHU LQF
VXSSOLHUYV RSHUDWLRGDO H[SHQVHV &RVWY UHODWH

PRQLWRULQJ DQG PDQDJLQJ +$%V DQG

‘H KDYH DOUHDG\ PRYHG WR PRUH Y\)WWPHQWV LQ DGYDQFHG PLWLIDWLRG

UR
LQIUDVWUXFWXUH DW H[SRVHG VLWHWT?KQ&%ROJIB%\& %%% UHVLOLHQW LQIUDVW

1RUZD\ ,Q 1RUZD\ D ULVN PDWUL] K FUHDVH LT WKHVH HYHQWV EHFRP
KH L YHVWPHQW UHTXLUHG W

GHYHORSHG WR HYDOXDWH H[LVWLQJ{/L{/HM\{{/ L\W?F XU L J R VIVWHPV LO &Kl
WKH\ PHHW VWULQJHQW VWDQGDUGYV '7WI1—\/ LF PDL\XIV Q Q

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

QHZ VLWHV RSWLPLVLQJ VDIHW\ DQG;BH Y FHWUD QF HmRINLQJ IXUWKHU DKHDG
'HHSLQJ XS WR VWDQGDUGV DQG LQ RRAPQORYIFWHUP HIIHFWV RI JOREDO ZDUP
ZLWK DOO UHJXODWRU\ UHTXLUHPHQWNs \§D\RY IRV RXYDQFLDO ODQGVFDSH 71
QRUPDO FRXUVH RI EXVLQHVV LQFUHDVHG IUHTXHQF\ DQG LQWHQVLW\ RI
ZHDWKHU HYHQWYV PD\ UHTXLUH LQIUDVWU
SK\VLFDO &KHRQRQJ WHUP VKLIW RYSJUDGHV DQG HQKDQFHG HVFDSH SUHYH
FOLPDWH SDWWHUQV VXFK DV DWPRVSKHWYHEHY /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 @HBG RUHDVH
LQFUHDVHG PRUWDOLW\ D ORVV RI UHYHQXH DQG

LQFUHDVHG RSHUDWLRQDO FRVWV LQ ORZL-V IDUPLQJ
RSHUDWLRQV 7KH SRWHQWLDO FRVWYV RI LQFUHDVHG
+DUPIXO $0JDO %ORRPV +3$%V IRU ORZL FRXOG

YDU\ IURP SDUWLDO PRUWDOLW\ DW D VLQJOH SHQ WR

HVXJJHVWV LQFUHDVHG IUF

| HHTWUHPH ZHDWKHU HYH(
g ﬁﬁ OG LQFUHDVH WKH ULVN
D G OHDG WR KLJKHU LQYHVYV

9300"’2%
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&OLPDWH UHODWHG 2SSRUW) RQHWRRAWVE HVWLPDWHG BOHV SULFH F
&XUUHQW DQG $QWLFLSDWHG NJQBIQFLARGOG SRWHQWLDOO\ LQFUHDVH
(ITHFWYV PLOOLRQ (85

$V ORZL QDYLJDWHV WKH HYROYLQJ QEQGY\FQQ%UWM{ IXHO FRVWV SURMHFWHG V

FOLPDWH FKDQJH WKHUH DUH RSSRUWDEQEWILAV IRY WK\ wknun Lv D vXEVW!
FRPSDQ\ WR HQKDQFH LWV VXVWDLQREIU M) ARG\ IRU 0RZL WR PRYH DZD\ IUR
ILQDQFLDO SHUIRUPDQFH 6SHFLILFDOOL E8WPPNHD0e WR FRPELOH RU UHSOD
UHODWHG RSSRUWXQLWLHV OLH LQ RéMdNW%‘bPEV fY8RBuLG HoHU vivwHP
HITLFLHQF\ OHYHUDJLQJ QHZ WHFKQRGRG LR} Q‘EQ K\EULG HQHUJ\ VIVWHPV IR
GLHWDU\ VKLIWV IURP ODQG WR VHDERMHG DREEBS FpswxuM HFHVV HOHUIL
SURWHLQV %\ DGRSWLQJ DGYDQFHGZ%’\P%WHE{ KB zDVWHG DQG VWRUH Lw |
LQQRYDWLYH VROXWLRQV ORZL FDQ BULYH LRQFWIAMMY wkHQ SRZHU WKH IHHC
UHYHQXHV WKURXJK LPSURYHG RSHUBYWLER2P®P) wkH GLHVHO JHQHUDWRUV WR |

HITLFLHQFLHV DQG UHGXFHG HOYLURQRERNPR Qs wkH EDWWHULHV LV QHFHVVE

LPSDFW LQYHVWPHQWIROOLRQ (85 SHU VLWH LV

QHHGHG LWK DERMMYVY XVLQJ GLHVHO
5HVRXUFH (IILEDBRRY JURZWK LV OLQJHI_QS% RUV D WRWDO PRQOE VR HEBV RI

VHDZDWHU WHPSHUDWXUHV ZKLFK SQ\P\U%'P)BLQJ JSQ\NR DFKLHYH DQ DYHUDJH

GHWHUPLQLQJ WKH RYHUDOO KHDOWI@l_PGQ)ﬁ:\%lEB dNéYhWHO FROQVXPSWLRQ DW
Rl WKH ILVK 6XGGHQ GURSV LQ WHP HHP J\|7|L LQ 1RUZD\

DFw DV D PDMRU OLPLWLQJ IDFWRU VORZL VDO
JURZWK DQG LPSDFWLQJ WKH HIILFLH7Q<F\ [_l2
SURGXFWLRQ SURFHVVHV &RQYHUVH H]
LQFUHDVH LQ RFHDQ WHPSHUDWXUHV QJ\QIQ\R
WKH\ UHPDLQ ZLWKLQ WKH RSWLPDO JURZV&}E
KDV WKH SRWHQWLDO WR DFFHOHUD\Q/ Vg}ﬁl—dj
VDOPRQ 7KLV LV GXH WR WKH IDFW V’\_QKDW Zi

Q LDO ILQDQFLDO LPSDFW RI Ut
SQ&PSWLRQ/HD VLDV LQ
NWDEOH (DFK VLWH LV HVWLP
QYR GLHVHO SHU \HDU DW D |
ll'_l\gllﬂ-lFO7KIN UHVXOWV LQ DQ DQGC

| MU VLWWLYRHV WKH WRWDO
WHPSHUDWXUHV FDQ HQKDQFH PHWDEROLE, BYDWLRQ (85 %\ UHGXFLQJ GLF

DQG IHHGLQJ HIILFLHQF\ OHDGLQJ WRIDYWHU  Ro £\ 0RZL FRXOG VDYH
JURZWK DQG VKRUWHU WLPH WR PDURH®G| RQ (85 DQQXDOO\ DFURVYV WKHVH VL

HPR%VWUDWHV WKH ILQDQFLDO EHQHILW

/R FDSLWDOLVH RQ WKLV SRWHQWLDQ/UBB PRI LB UMK PRUH HITLFLHQW K\EL
SRVW VPROWYV LV DQ RSSRUWXQLW\ 7KLY VW UDWHILF

DSSURDFK QRW RQO\ KROGV WKH SRWHQWLDO WR

LQFUHDVH SURGXFWLYLWI DQG UHYHQXR,BYVeAQ¥BwH FKkDQIH KDV EHFRPH WK

HQKDQFHV WKH VXVWDLQDELOLW\ RI QBéw\{JHFRJQLVHG VXVWDLQDELOLW\ LVV>

RSHUDWLRQV 3RVW VPROW LPSURYH VoYX U\l ERQVXPHUY BWXGLHY SRLO
ﬁ%

g&@%%ﬂ:

ZHOIDUH DQG SURGXFWLYLW\ WKUny&ry |ﬁ_Fvng P SWLRQ SDWWHUOV WR L
DUH JHQHULF VXFK DV UHGXFWLRQ RLS{ DUERO IRRWSULOW IRRG VX
WLPH DQG ULVN LQ VHD UHGXFWLRQ%&/WEWQW@'T:% KDYH D VXEVWDQWLDO LI
QHHGV VWUDWHJLF VWRFNLQJ DQG QG SWRWLRG, &RQVXPHU ODEHOOLQJ

ELRORJLFDO ULVNV LQFUHDVHG VLW FREDELMY RC, 01RUPDWLRO RO VXVWDL
LQFUHDVHG VXUYLYDO LQFOXGLQJ FOLPDWH FKDQJH FDQ WKHUH

IDFLOLWDWH FRQVXPHU:-V GHFLVLRQ WR R
ORZL SODQV WR H[SDQG SURGXFWLRq:bQELH—b]ITEQ\X/SULQWKRBWUJ.RQV

ZKHUH WKHVH FRQGLWLRQV PD\ HQKRQRRy BB b w\ FHUWLILHG KDUYHVW YF
DQG JURZWK UDWHV 7KH VWUDWH J\ lDQ/V?(‘B%W(R% HAUHDVH LQ VDOHV YROXPHYV
GHSOR\LQJ ODUJH SRVW VPROWYV WR\ﬁﬁ"W‘fﬁ\Uhﬁ FWWLRO RI WKLV RSSRUWX«
DQG UHGXFH WKH WLPH VDOPRQ VSHQG DWyVRBpo vDOHV YROXPHV FRXOG UHV

WKHUHE\ LQFUHDVLQJ SURGXFWLRQ HldlF Ll-er/Fl-} 7UK VHQXH RI D $%OR[ILROWHO\
DSSURDFK LV LQWHJUDWHG LQWR OR%§5 ORQJ WHUP

SODQQLQJ H[WHQGLQJ WRDRXJK

ZRXOG H[SDQG LWV SRVW VPROW SODQ E\ PLOOLRQ

LQGLYLGXDOV WKLV ZRXOG OHDG WR DSSUR[LPDWHO\
DGGLWLRQDO WRQQHV RI SRVW VPROW FDSDFLW\
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&OLPDWH 5HVLOLHQFH LQGXVWULDO OHYHOV 7KLV SDWKZD\ FRYHI
KRULJRQ XS WR DQG LV EDVHG RQ WKH

$V D OHDGLQJ DTXDFXOWXUH FRPSDQPRDOREIFRQRPLF 3DWKZD\V 663 IUDPHZRU
UHFRJQLVHY WKH LPSRUWDQFH RI XQ&HUNQHFEL EY WKH ,QWHUQDWLRQDO ,QV\
DQG DGGUHVVLQJ FOLPDWH UHODWH&SHAYMNACDYEWHPYV $QDO\VLYV ,,$6%8 DQG R
RSSRUWXQLWLHV &OLPDWH VFHQDULRIYGBB KLy QYWH WXWLRQV W UHSUHVHQ
YLWDO WRRO WKDW HQDEOHV 0RzL WRKBYRLWHIZWHE EV VWURQJ FOLPDWH SRO
SRWHQWLDO IXWXUH FRQGLWLRQV DVYY¥RVVYRRMLEAVIVR 4OERY LQ VXVWDLQDEC
RI RXU EXVLQHVV VWUDWHJILHV DQG @HNHORGRU®W G

GHFLVLRQV 9%\ H[DPLQLQJ D UDQJH R’ %—P%/é/é' \”:iI-IQDULR FRUUHVSRQGV WR D
FOLPDWH IXWXUHV 0RZL FDQ LGHQWk/ L LFD W WHPSHUDWXUH LQFUHDVH S
YXOQHUDELOLWLHYVY DGDSW RXU RSH |-&WV{7|JQDW]¢& DERYH SUH LQG)>
ULVNV DQG VHL]H RSSRUWXQLWLHYV I&#Y\?—H)R/Z% L[{/(g FH DULR H[WHQGV WR
VXVWDLQDELOLW\ 7KLV SURDFWLYH B IQIFQIIQH PHZRUN W UHIOHFW
SRy S sreniuenon e e ARl sou Pl vvi o o
Q Q BE ?’%8 PLWEFDWLRQ HITRUWYVY KLJKOLJK

'LQRDQFLDO SHUIRUPDQFH DQG VWUDWHMG  FRPRR Y FROWLOXHG UHOLDQFH R

%G KLJK HQHUJ\ FRQVXPSWLRQ
%DFNJURERBL V FOLPDWH VFHQDULR DQDO\VL

IRFXVHV RQ WZR TXHVWLRQV :KDW I7P§_|D @/%L QHW —HURV(FPH_QDUIRQ\LV
HIWUHPH ZHDWKHU HYHQWYV DQG ULV .{/E/j-l%l? &\H KLHYH QHW JHUR JUHHQK
WHPSHUDWXUHY KDYH RQ RXU IDUPL FP E\ DLPLQJ WR OLPLW JORE

DQG :KDW HIIHFW ZLOO D WUDQVLWLV@QP\%%UDD XWI—JFLH_VH WR ZHOO EHORZ f&
HFRQRP\ KDYH RQ FDUERQ WD[HV LQ H %\ f& 7KLV VFHQDULR FRYHUV WK

WR DQG LV GHYHORSHG E\ WKH
7R LGHQWLI\ ULVNV ORZL FRQGXFWH R/ LIj BWLRQDO (QHUJ\ $JHQF\ ,($ W Il

DVVHVVPHQW HYDOXDWLQJ SK\VLFD LI':lRP'\g V%ﬁé LYH WUDQVLWLRQ WR FOHD

WKH LQFUHDVHG IUHTXHQF\ DQG LQWISI C\;[L\yy(\ %kNDQWLDO UHGXFWLRQV LQ HPLV
H[WUHPH ZHDWKHU HYHQWY ULVLQJ J WHUP FOLPDWH WDUJHWYV

WHPSHUDWXUHYV DQG KDUPIXO DOJDO EORRPV 7KHVH
IDFWRUV FDQ DIIHFW IDUPLQJ RSHUDWLRQV ILVK

KHDOWK DQG SRWHQWLDOO\ LQFUHDVH PRUWDOLW\ UDWHYV
$GGLWLRQDOO\ ZH DVVHVVHG WUDQVLWLRQ ULVNYV
DVVRFLDWHG ZLWK SROLF\ FKDQJHVY SDUWLFXODUO\

WKH SRWHQWLDO LQWURGXFWLRQ RI KLIJKHU 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
&RPSOHPHQWLQJ WKH ULVN DVVHVVPHQW D ILQDQFLDO

DQDO\VLV ZDV FRQGXFWHG WR TXDQWEREWIOHY X UIDFH WHPSHUDWXUH FKDQJH

SRWHQWLDO LPSDFWV RQ ORZL-V UHYHRKY FRPEWYHG WR WKH UHIHUHQFH SHU!
DQG RYHUDOO ILQDQFLDO SHUIRUPDQFH 7KURXIK/WSEHEWLQJ FOLPDWH VFHQDL
DQDO\VLV ORZL DLPV WR GHYHORS VWYBMNIVHYWKDMO Y FKRVHO WKUHH VEHO
PLWLJDWH ULVNV FDSLWDOLVH RQ REBRKWXYMWEHMHBREW SHUVSHFWLYH RQ |
HQVXUH WKH UHVLOLHQFH RI RXU RSHYP¥WIWHRVFRQGLWLRQV DQG WKHLU SRWHQ

6FHQDUMKRV VFHQDULRY FKRVHQ IRU W&V}SI&I—bBT\/XL[{/FXOWXUH LQGXVWUL 7KH 663
ZHUH VHOHFWHG EDVHG RQ H[DPLQL%/LU"E BULR DOLJQV ZLWK WKH JRDO RI OLP

GLIIHUHQW FDWHJRULHV RI ULVN SK¥ (%QR DURXQG  f& 7KLV VFHQDULLI
WUDOVLWLRO HSUHVH WV D IXWXUH ZLWK VLJQLILFDQ\

DFWLRQ SURYLGLQJ LQVLJKWYV LQWR WKH

7KH 663 VFHQDULR LV DOLJQHG ZLWKR(BLVM\M'L JHQW FOLPDWH SROLFLHV HQKD

JOREDO ZDUPLQJ WR DURXQG f& DMYI-I'%U HQWDO UHJXODWLRQV DQG VKL

VXVWDLQDELOLW\ $QDO\VLQJ 663 ZLO
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SUHSDUH IRU D ODQGVFDSH ZKHUH U(SRBRMNV &DQDGD DQG &KLOH LQYROYHYV
HPLVVLRQV UHGXFWLRQV DQG VXVWDXQGHUUMPQGLQJ QRW RQO\ WHPSHUDWXU
SUDFWLFHV DUH WKH QRUP ,W HQDESHRMHFWLRQV DQG H[WUHPH ZHDWKHU HY
FRPSDQ\ WR GHYHORS VWUDWHJLHV WRDW PRBGUBFYHDVHG VHD VXUIDFH WHPS|
SRWHQWLDO UHJXODWRU\ FKDQJHV DRRQMRPLEKWIHVWRHPRUH IUHTXHQW DQG VH'
SUHVVXUHV GULYHQ E\ D IRFXV RQ VXHBWMKHIEBOMWWHUQV 8QGHU WKH 663
ZKLFK HQYLVLRQV D PRGHUDWH ZDUPLQJ ¢
,Q FRQWUDVW WKH 663 VFHQDULR RHWWVKHEMYV(PURSH LV SURMHFWHG WR H[S
KLJK HPLVVLRQV IXWXUH ZLWK WHPSHUDBMWXQHVHD VXUIDFH WHPSHUDWXUHV RI
LQFUHDVHV SRWHQWLDOO\ UHDFKLQJE\ f& DN®G f&& E\ ZLWK D OLNHOLKRR
DERYH SUH LQGXVWULDO OHYHOV 7KLV VEPYBGLRQDEOXWRIZVQW FOLPDWH SURMH
ORZL WR HYDOXDWH WKH LPSDFWV RI&D QXOWPOUIHV ZHMKFWHG WR VHH WHPSHUDW.
PLQLPDO FOLPDWH DFWLRQ LQFOXGL@FUBPYHDEAHBBSSUR[LPDWHO\  f& E\ C
H[WUHPH ZHDWKHU HYHQWY DQG GLVUXSWH\RQV WLRWK VLPLODU SUREDELOLWLH
PDULQH HFRV\VWHPV %\ FRQVLGHUL@HBG6BXUIDFH WHPSHUDWXUHV DUH IRUHFD
ORZL FDQ DVVHVV ULVNV DVVRFLDWHB\ ZLEARKX WL JKf & E\ DQG f& E\ RQ
HPLVVLRQV SDWKZD\V DQG SUHSDUH DR FB.DH OHOMRIZLWK D OLNHOLKRRG LQ W
UHODWHG WR ILVK KHDOWK DQG RSHURWVR PRGNWDEHOQWVWUHDVHY ZLOO QHFH\
XQGHU DGYHUVH FOLPDWH FRQGLWLRRBHUDWLRQDO DGMXVWPHQWY LQFOXGLQ
$GGLWLRQDOO\ WKH ,($ 1=( 1HW =HWPRQRMWRAWR®NIRU DOJDO EORRPV DQG DGD
VFHQDULR IRFXVHV RQ DFKLHYLQJ QHMD JBIKANRO\ ZDUPHU ZDWHUV )RU LQVWDQF!
HPLVVLRQV E\ DLPLQJ WR OLPLW LU@REHDIVH LQ 1RUWKHUQ (XURSH FRXOG O
WHPSHUDWXUH ULVH WR ZHOO EHORZ UH& X$@MOODQDO EORRPV ZLWK D FK
WKH ,($ 1=( VFHQDULR KHOSV ORZL H[BIOWKHWKHYHQWYV LPSDFWLQJ IDUPLQJ RS
LPSOLFDWLRQV RI UDSLG GHFDUERQLVDWLRQ RQ
HQHUJ\ XVH RSHUDWLRQDO FRVWV DQGREFIODWVW WKH 663 VFHQDULR UH:
FKDLQ G\QDPLFV ,W VXSSRUWV WKH BRAIJBEQMPLVVLRQV SDWKZD\ SUHGLFWV D
SODQQLQJ IRU D IXWXUH ZKHUH FOHDSWRQRKQFBQGALVH LQ WHPSHUDWXUHV 1F
VXEVWDQWLDO HPLVVLRQV UHGXFWLRQYRBUWHFBNDGLHHGHULHQFH D VHD VXUIDFI
RITHULQJ RSSRUWXQLWLHV WR LQQR WDKPE BQBWXAHS WMQWRHDVH 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 LPSBEWM RDWEORDWHS E\ DQG f& E\
FKDQJH RQ DTXDFXOWXUH RSHUDWLRQV IALWK D OLNHOLKRRG RI WKHVH
LPSRUWDQW 3K\VLFDO FOLPDWH VFHRKDIQRW V&KKOBVIDFHY D f& LQFUHDVH
WKRVH SURMHFWHG E\ 663 DQG 66BQG HI&HU ZLWK VLPLODU SUREDELO
YDOXDEOH LQVLJKWV LQWR KRZ YDU\\ZQRIQQHYHIMVRIDUPLQJ XQGHU WKH 663
JOREDO ZDUPLQJ FRXOG LQIOXHQFH REE8ODONINHDY OHDG WR PRUH IUHTXHQW D¢
DFURVV GLIIHUHQW UHJLRQV 7KHVH MPMOQBRHRHDWKHU HYHQWYV ,QFUHDVHG V
SURYLGH D IUDPHZRUN WR DQDO\VH S\RWPHGIWDWXUHY HOHYDWH WKH HQHUJ\ DY
WHPSHUDWXUH LQFUHDVHV DQG WKHNWRVFRRUPWWERQ OHDGLQJ WR PRUH SR
HIITHFWV LQFOXGLQJ H[WUHPH ZHDWHKHHTHKHQWWYWRHPY )RU H[DPSOH D f& L
VXUIDFH WHPSHUDWXUH FKDQJHV DQRWKKHUQ (XURSH FRXOG HQKDQFH WKH C
KHLJKWHQHG ULVN RI KDUPIXO DOJD@®REQRRPYH WWRUPV DQG LQIUDVWUXFWXUF
H[DPLQLQJ WKHVH VFHQDULRV LQ GHWPRRWORZL FDKHVH H[WUHPH ZHDWKHU HY
EHWWHU DQWLFLSDWH DQG SUHSDUHFIRQ MK B LG/ WR DTXDFXOWXUH
FKDOOHQJHV SRVHG E\ FOLPDWH FKDRQQH DDMWORZAVQNUH VXFK DV ILVK SHQV LQ
IRU PRUH LQIRUPHG VWUDWHJILF SODQRLRQRRDOQGFOISHY 6XFK HVFDSHV FDQ UHV
PDQDJHPHQW WDLORUHG WR WKH VSHEQOGFLDO ORVVHV IURP ORVW VWRFN DQ
FRQGLWLRQV RI 1IRUWKHUQ (XURSH &MFDGW XDRGDQG UHIJXODWRU\ FRPSOLDQF
&KLOH
8QGHU WKH 663 VFHQDULR ZKHUH VHD
([DPLQLQJ WKH LPSDFW RI FOLPDWH WAHFEMHURVXRIGY ULVH VLIJQLILFDQWO\ WK
WKH IDUPLQJ RSHUDWLRQV RI ORZL DRDBN M ORNOWKHUBORRPV +$%V LQFUHDVH
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YDULRXV UHJLRQV ,Q 1RUWKHUQ (XURSWRRZILDWKHIE ZLWK WKHLU RZQ FDUERQ HF
SURMHFWHG f& LQFUHDVH LQ VHD WHPBHIMHEXEBWYERQ FRVWY DUH H[SHFWHG
E\ WKH OLNHOLKRRG RI VHYHUH DH@IMDYD WOIRRPX PDWHULDO DQG WUDQVSRU\
FRXOG ULVH WR ‘DUPHU ZDWHUW [SHIQDMM DV VXSSOLHUV DQG ORJLVWLF\
IDYRUDEOH FRQGLWLRQV IRU DOJDO IDREZWKJIKHHDBBEEGUDWLRQDO FRVWV 7KLV
WR PRUH IUHTXHQW DQG LQWHQVH E @ORIPEBYWRKDQFUHDVHG FRVWV IRU IHHG HT
GLVUXSW DTXDFXOWXUH RSHUDWLRQB GEG DXHFWLQHFWYRJ ORZL V RYHUDOO RS
KHDOWK DQG ZDWHU TXDOLW\ 6LPLOPX®JHIM) S ®@DWIDRQDOO\ SRWHQWLDO GL\
D f& WHPSHUDWXUH ULVH FRXOG UMXSS®®A E@MLQ VWDELOLW\ PD\ DULVH LI V>
FKDQFH RI DOJDO EORRP GLVUXS$WSHRQMQFH ILQDQFLDO VWUDLQ LPSDFWI
DELOLW\ WR VHFXUH HVVHQWLDO PDWHUL]
,Q &KLOH DOWKRXJK WKH WHPSHUDWXQYMWLPHUHDVH LV
VRPHZKDW ORZHU DW DURXQG f& E\ WKH
ULVN Rl SUREOHPDWLF DOJDO EORRPVWRUMNPDEWVWR LQFUHDVHG FDUERQ WD[HV
QRWDEOH ZLWK D OLNHOLKRRG RI D SDWDRJVPDRARQWLQXH FRQQHFWLQJ VHD VI
(YHQ ZLWK OHVV H[WUHPH WHP SHRIZDIWXUMG 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 FDUERQLFOMWHRUHVLOLHQFH XQGHU YDULRXV
PHFKDQLVPV LQFOXGH ERWK WKH (XURSHPIUBRYREXU SURDFWLYH PHDVXUHV L
(PLVVLRQV 7UDGLQJ 6\VWHP (8 (76 DOfR&HQARWHRQPEQW LQ SRVW VPROW DQG 0
FDUERQ WD[HV ZKLFK DUH H[SHFWHG ®/Ro¥idilQJ 6PDUW )DUPLQJ DUH DGRSWLF
DGMXVWPHQWY XQGHU WKH ,($ 1=( IUPRHYRYNY LQ WKH WUDQVLWLRQ WR D OR:

HFRQRP\ +RZHYHU XQGHU PRUH VHYHUH
%\ WKH ,($ 1=( VFHQDULR SURMHEWY pHHPWVWKHDULRY SK\WLFDO ULVNV OL
FDUERQ SULFH LQ 1RUZD\ ZLOO UHDFAXHDWKHU HYHQWY DQG LQFUHDVHG VHDZD
DSSUR[LPDW B3 SHUWRQHRI &2 € 7KV WHPSHUDWXUHY FRXOG SRWHQWLDOO\ SX!
DQWLFLSDWHG ULVH LV GULYHQ E\ WK HROHHK@ MWRQ IDUPLQJ RSHUDWLRQV 7R D
LOQWHQVLI\ HIITRUWV WR PHHW LQWHUPHGUBWHW WRPDOWBHOLVH IXUWKHU SURMHF
WDUJHWYV DQG SXVK IRU GHHSHU HPLNXURSQRA/W VPROW VWUDWHJI\ DQG 6PDUW )
UHGXFWLRQV 7KH LQFUHDVH LQ FDUEBRPWAWMWLRHVW®R LQFUHDVH YLVLELOLW\
LPSDFW WKH FRVW Rl GLHVHO D IXH@®FYHERBPHRALDO FRQGLWLRQV DQG DOVR
IRU SRZHULQJ IHHG EDUJHV DQG RWKHIWRGXFWLRQ WLPH DW VHD )XUWKHUPRUL
RSHUDWLRQDO HTXLSPHQW &XUUHQW@H D WMKR DIgD/d\Q LY KLIKOLIKWHG RSSRU
SULFHV LQ 1RUZD(®UBHOQ®LWUH DOQGXUWKHU VWUHQJIJWKHQ RXU UHVLOLHQFH |
FDUERQ SULFK8BISHU WRQQH WKH FQRUWEHRIYDWLRQ LQ ORZ FDUERQ WHFKQRORJ
FRPSRQHQW RI GLHVHO FR¥WIHMERXW QKDQFLQJ RXU HQJDJHPHQW ZLWK VWDN
OLWUH ,I WKH FDUERQ SULM®B LOQFUHRMHEHWWRIORS FROODERUDWLYH VROXWLRQ
SHU WRQQH E\ WKH FDUERQ UHORWHESDMRY WKDQJH LPSDFWV :H FRQWLQXH
FRPSRQHQW ZLOO ULVH WR D&BUR[LPEHRNHQWRU FOLPDWH UHODWHG ULVNV DQG
SHU OLWUH DQG DGDSW RXU VWUDWHJI\ WR VXSSRUW \

WHUP UHVLOLHQFH RI WKH EXVLQHVV 7KH
+LJKHU FDUERQ SULFHV XQGHU WKH WX i=(AHQOWULR DQDO\VLY DUH LQWHJUDW!
KDYH WKH SRWHQWLDO WR LPSDFW O0RZk XS5 MXGWHWYDWHILF SODQQLQJ FDSLWDO
FKDLQ FRVWYV DQG ORJLVWLFV DV VX3PHGELHWODO BERKOEG GHFLVLRQ PDNLQJ SURFH)
SRWHQWLDOO\ SDVV RQ WKH LQFUHDVHEORRMWVYFRQVLGHUDWLRQ RI FOLPDWH L



ORZL $6%56 6 &OLPDWH UHODWHG 'LVFORVXUHV

DQG RSSRUWXQLWLHV LQ FDSLWDO DGDRFDWWMRIHY DQG VRFLDO DFFHSWDQFH
LQYHVWPHQW SODQQLQJ DQG ORQJ WSHRIPLEXWVY QHWDLQ 7KH VFHQDULR V VXFFI
VWUDWHJ\ RQ WHFKQRORJLFDO EUHDNWKURXJKV VFI

UHQHZDEOH LQIUDVWUXFWXUH DQG VXVW

SROLWLFDO FRPPLWPHQW WR HQIRUFH VW
7KH 663 VFHQDULR HQYLVLRQV D ZRUO®. PDWH SROLELHYV

FKDUDFWHULVHG E\ VWURQJ JOREDO FRRSHUDWLRQ

DQG DPELWLRXV FOLPDWH SROLFLHV,\ﬁtNN:@?ﬂ@WJ H P H QW

JOREDO ZDUPLQJ WR f& RU ORZHU
ZLGHVSUHDG FDUERQ SULFLQJ LQYHVWP i
UHQHZDEOH HQHUJ\ DQG VXEVWDQWLDOQEWN SURFHVV
LPSURYHPHQWYV LQ HQHUJ\ HIILFLHQFAR{ERORPL P VWUXFWXUHG ULVN PDQDJHP
JURZWK LV GULYHQ E\ JUHHQ LQYHVWAHRIWYWLW®R LGHQWLIN DVVHVV SULRULW
UHVLOLHQW V\VWHPV ZLWK KLJK OHYHO7 RWRMHRPWHG ULVN LQIRUPHG E\ Wk
GHYHORSPHQW DQG UHGXFHG LQHTXDId IRYW GRXEOH PDWHULDOLW\ DVVHVVPHQ
+RZHYHU XQFHUWDLQWLHV UHPDLQ BFEWXW&65" UHTXLUHPHQWYV 7KH GRXEOH P
JHRSROLWLFDO WHQVLRQV QDWLRQDXY ¥R¥BPWRWQWHQWLILHV VXVWDLQDELOL
OHYHOV WKH SDFH RI UHQHZDEOHV DERFHVRHBKBPY PUH PDWHULDO WR ORZL DC
WKH VFDODELOLW\ Rl QHZ WHFKQRORYWIPWHKROGHUV 7KH ULVN PDQDJHPHQW <
6RFLRHFRQRPLF GHYHORSPHQW IRFXVWNP RPWHV ZKLFK RI WKHVH WRSLFV WUD
JOREDO FRRSHUDWLRQ DQG HTXLwW\ ¥ERWFLUHA REGBRBOPWH UHODWHG ULVNV WKDV
YDULDELOLW\ DQG SRWHQWLDO VRFLBOUXBEHYRWLRG VWUDWHI\ DQG ILQDQFL
FOLPDWH SROLFLHY DUH QRWDEOH FISHIOORUPIBYEH %RDUG WRIHWKHU ZLWK OR:
H[HFXWLYH WHDP *URXS ODQDJHPHQW 7HE
7KH 663 VFHQDULR GHSLFWV D IXWXUtZLOWKSURYH DQG XSGDWH WKH PDWHULD
PLQLPDO FOLPDWH SROLFLHY DQG D BDWDBQILWRFXXHRPWHULDOLW\ DQDO\VLV D
HFRQRPLF JURZWK OHDGLQJ WR VLIQUDNFHDQWORVH DQG FRQVLGHUHG ORRN DV
LQFUHDVHV LQ JUHHQKRXVH JDV HPLVYXVRQW QDEM LW\ DQG FOLPDWH FKDQJH L
VFHQDULR UHOLHV KHDYLO\ RQ IRVVLOKIXW PW H GWMKPHOREULWLFDO IRU ORZL D
DGRSWLRQ RI UHQHZDEOH HQHUJ\ DQBGWDRGHHKWRDWHUY LQ WKDW WKH\ FRXOG DI
WHFKQRORJLFDO DGYDQFHPHQWYV LQRRI60OLW\ WR H[HFXWH RXU EXVLQHVV VWU
(FRQRPLF JURZWK LV UDSLG EXW P D URNSHU B WK RIKV
FRQVXPSWLRQ DQG PLQLPDO HQYLURQPHQWDO

FRQVLGHUDWLRQV UDLVLQJ XQFHUWRKRQRWDbWMIBEBRSEWNV\ DVVHVVPHQW DQG ULV
UHVRXUFH VFDUFLW\ SXEOLF RSLOQLR@GNYBWMWVFHPWRGRQ SURFHVV FRYHUV ORZL:-
HFRQRPLF YRODWLOLW\ IURP FOLPDWHs HRI®PMWAVRYOY DQG JOREDO YDOXH FKDLQ
6RFLRHFRQRPLF GHYHORSPHQW IHDWXYSHMVKLIKRP WHFKQLFDO UHSRUWY VWDN
LQHTXDOLW\ DQG OLPLWHG VRFLDO VipdHWJjHIHWW 3-8 LQWHUQDO GDWD IURP
VXEVWDQWLDO ULVNV IURP HQYLURQRRQMWHO/V XxQLW

GHJUDGDWLRQ SXEOLF KHDOWK LPSDFWV DQG

FOLPDWH GULYHQ PLJUDWLRQ 2XU VWDNHKROGHUV LQFOXGH D ZLGH UDQ

JURXSV DQG LQGLYLGXDOV WKDW DIIHFW |
7KH ,($ ¥VFHQDULR HQYLVLRQV D RSHUDWLRQV DQG WKDW DUH DIIHFWHG E\
FRPSUHKHQVLYH DSSURDFK WR DFKLIEWAIRBYW o RXU DVVHVVPHQW ZH KDYH H
JHUR HPLVVLRQV E\ ZLWK DJJUHVYRY R RQLEOMW I HVY DITHFWV WKH GLITHUHC
SROLFLHV ZLGHVSUHDG FDUERQ SULGWRNHKDOGHU JURXSV ZKLFK LVVXHV DUI
LQWHUQDWLRQDO FROODERUDWLRQ  WsRYHFEd-G MY WRURRH® DQG WR ZKDW H[WH

GHFOLQH LQ IRVVLO IXHO XVH H[WHQM {HKRDEHEV XEYH D LQWHUHVW LQ WK
RI UHQHZDEOH HQHUJ\ DQG VLIQLILFPQWORSPHQW RI ORZL
LPSURYHPHQWYVY LQ HQHUJ\ HIILFLHQF\ GULYHQ E\

VWURQJ HFRQRPLF JURZWK IURP JUHH ZH XSGDWHG WKH PDWHULDOLW\ DC

WHFKQRORJLHV DQG VXVWDLQDEOH LUPRYWUXF K &RYUSs5: UHTXLUHPHQWY 7KUR
:KLOH WKH RXWORRN LQFOXGHV HTXLWDEQH |1y HZHG RXU POWHULDOLW\ DQD
GHYHORSPHQW DQG UHGXFHG SRYHUWY y j0REDO VXVWDLQDELOLW\ QHWZRUNYV
XQFHUWDLQWLHV DERXW WUDQVLWLRG EBY W JWIHREPBO6 Lo WKH %RDUG RI
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GLUHFWRUV 7KLV DQDO\VLV LQFOXGMHGVIMSDRWBVRBOQRUWXQLWLHYV ZLWKLQ WKH
KXPDQ ULJKWV ERWK LQ RXU RZQ RSHKKOQRWLRRNQPW&HVH LGHQWLILHG ULVNV DU
DFURVV RXU YDOXH FKDLQ IRUZDUG WKH\ DUH GLVFXVVHG ZLWK WKH

GLUHFWRUV DQG VHYHUDO RI WKH & VXLW
ORZL KDV GHYHORSHG LWV RZQ PDWHWAP@AGLQJ WKH &KLHI 6 XVWDLQDELOLW\ 2
DVVHVVPHQW WRRO JURXQGHG LQ WMWK &52
UHTXLUHPHQWY WR UXQ D GRXEOH PDWHULDOLW\
DVVHVVPHQW EDVHG RQ WKUHH VWHSNHFKWQHED L VWMSRUWY SURGXFHG HYHU\ PR
XQGHUVWDQG WKH FRQWH[W DQG LGHKYWGI WARKVKISFRION WKH GHFLVLRQ PDNLQ.
WRSLFV FRXOG EH UHOHYDQW IRU ORZHO®WMS WKM RWRWFRPH Rl VWDNHKROGHU
DVVHVV WKH PRVW PDWHULDO WRSLFNQRMIRRHQRZ Q7KH FULWHULD IRU GHWHUP
RSHUDWLRQV DQG VXSSO\ FKDLQ WDMWQRUQWRHY DUH EDVHG RQ OLNHOLKRRG
FRQVLGHUDWLRQ LPSDFW DQG ILQ D Q RLKHO SROWMHQUA DI WLVN RU RSSRUWXQLW\
6WHS LV IXUWKHU VSOLW LQWR WZR PDLQ VXE VWHSV

LPSDFW PDWHULDOLW\ RI VHOHFWHG WR/SEFV. IURP
VWHS LQ RXU RZQ RSHUDWLRQV DV, ZHOO DN, WKH
YDOXH FKDLQ DQG VWHS ILQDQF LD PIRW MUZD®H@N XVHG ULVN IUDPHZRUN |
Rl VHOHFWHG WRSLFV IURP VWHS LRSRXDOWEZRQ DW ORZL LV WKH &262 HQWHU:
RSHUDWLRQV /DVWO\ VWHS LV D ILQDEHARMN VIHOW DUH GLYLGHG LQWR IR)
DQG GHWHUPLQDWLRQ Rl WKH PDWHULDWHERVLHNODWHG
WR VXVWDLQDELOLW\ PDWWHUYV 2SHUDWLRQDO
6WUDWHJILF

7KH PDWHULDOLW)\ DQDO\VLV KLIJKOLIJKKVsRUWR Y R! ERWK
FOLPDWH UHODWHG ULVN DQG RSSRUWXQLWY | HHEFXWYV
IRP 0 RZ LVF@ DW WHOWG \FHQDUR DQDOWY

DV GHVFULEHG LQ RXU 6WUDWHI\ FKDSWHU, WM pwiharuLHY zH KDYH VXE

LQIRUP WKH LGHQWLILFDWLRQ RI FOLPBNL RGNS & WhY Wowkru by Lw Lv Fe

6FHQDULRV FRQVLGHUV FKDQJHV LQ \\/\/HK%VH ULVNV KDYH D KLJK LPSRUWDQFH V

WHPSHUDWXUHV H[WUHPH ZHDWKHU é%'ﬂEéQMF\UHODWHG ULVNV DQG RSSRUWXC
(@)

DQG FDUERQ SULFLQJ XQGHU GLHHUFIBW J%/%'%WFI?QH VXFK VXE GLYLGHG ULVN
SDWKZD\V KHOSLQJ WR LGHQWLI\ ZKLFK SK\VLFDO

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

7KH UHVXOWYV RI WKH DQDO\VLYV GHlL%%ﬁV&VX%W%WWQ WR WKH VDOH VXSSO\ F
DUHDV DQG GLUHFW RXU 5 ' HIIRUWV _ERWK DW
JURXS ZLGH DQG DVVHW OHYHO ,0Q FROEYAW QIOPAHG WR JRYHUQPHQWDO UH
PDWHULDOLW\ DQDO\VLYV zH HYDoXDwRWWYNHKRRWHRG WR RXU ILVK IDUPLQJ R
FRQFHUQV UHODWHG WR FOLPDWH FK®EEMNY HHBREWHSE WR RXU VXSSO\ RI ILVK
ULVNV DQG RSSRUWXQLWLHV )RU H[DP RgHUDWLRQV
HYDOXDWH UHSXWDWLRQDO ULVNV R BLMIREBBOPWHG WR RXU LQGXVWUN
DQG SK\VLFDO DQG UHJXODWRU\ ULVNVOSRHNYQUH @Ry G WR RXU EXVLQHVV
OHYHO $00 ULVNV WUDQVLWLRQ DQ& SKMNVFBHHOBDWHG WR RXU ILQDQFLDO DUL
DVVHVVHG EDVHG RQ D FRPELQDWLR® BLONW HMHIOKRRIEG WR WD[ DQG OHJDO PD)
RI RFFXUUHQFH DQG SRWHQWLDO LPIDEWNB2YHDWDWHG WR FOLPDWH FKDQJH
DVVHVVHG EDVHG RQ D TXDQWLWDWLNM BB WKNUHNSEBREG WR F\EHU VHFXULW\ DQGC
ZKHUH HDFK ,52 LV DVVLJQHG D VFRUH WAFRQAD®JILFDO LQQRYDWLRQ
WR WKH OHYHO RI VLIQLILFDQFH RQ (BPWLQVNRPWHIRU\ LQFOXGHV RQH RU P
ZKHUH LV ORZHVW DQG KLJKHVW |GHQWLILHG ULVN IDFWRUV WKDW LQGLYL
FRPELQDWLRQ ZLWK RWKHUV FRXOG DIIHF
ORZL:-V SURFHVV WR UHVSRQG WR FOISRHMWRUUBBQBWH:® DUH FRQWLQXRXVO\ ZRU
ULVNV DQG RSSRUWXQLWLHV WKDW KMIWHLEBIWE LGHQWLILHG ULVNV DQG FDSLW
LGHQWLILHG LV FHQWHUHG LQ *OREDRSBHRWMRINW LHWE\ WUDFNLQJ DQG IROOR
QHWZRUN LQFOXGHV RQH UHSUHVHQVSBWILRUHP DURFH HOFKLFDWRUV ZLWKLQ WKH |
EXVLQHVV XQLW WKURXJKRXW ORZL DR KBXUWXH. GLQJ SULQFLSOHYV
UHVSRQVLELOLW\ WR EULQJ IRUZDUG FOLPDWH UHODWHG
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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\évv Wlﬁ: PSDUHG WR 7KLY GHEUHDVH

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 RL e yHDNGRZOQ RI VFRSH DQG HPLVVLF
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

(PLVVLRQW W&2 %DVH <HDU

6FRSH

6FRSH PDUNHW EDVHG

6FRSH 2 (QHUJ\ ,QGXVWU\

6FRSH VI$*

7TRWDO

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

$GGLWLRQDO FOLPDWH UHOTSWHG PHWRILEYHUJN VDYLQJ FOLPDWH

ORZL KDV LGHOWPRWE UHODWHG ULVRYRMIEWVADYV (85 PLOOLRQ DQG (85
RSSRUWXQLWLHV DFURVV LWV YDOXH FKDL®O b YWYHFWLYHON

WKH SURFHVV RI TXDQWLI\LQJ WKH SURSRUWLRQ RI

EXVLQHVV DFWLYLWLHV H[SRVHG WR FOHPYRKSURRDWRBW FXUUHQWO\ DSSO\ D
ULVNV DQG WKH FDSLWDO H[SHQGLWXOVYBRR AW Fib WHWHUQDO FDUERQ SULFLQ

DQG DGRSW WR FOLPDWH UHODWHG PIM\MAPBWERQY DUH LQFRUSRUDWHG LQWR
RSSRUWXQLWLHV DQDO\VLV DYGHMWRNTRWVURXS

FRQWLQXHV WR HYDOXDWH WKH SRWHQWL

ORZL KDV LQLWLDWHG VHYHUDO DFWIRRFRWHMPRP® @ WPUERQ SULFLQJ DV SDUW F
FOLPDWH FKDQJH PLWLJDWLRQ DQG PEFsWHWRWHILF GHFLVLRQ PDNLQJ SURFH
DFURVV LWV YDOXH FKDLQ 7R IDFLOLWDWH WKHVH

DFWLRQV ZH KDYH DOORFDWHG UHVRXUFHV LQ ERWK

ILQDQFLDO DQG RSHUDWLRQDO DUHDV &DSH[ DQG
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&OLPDWH UHODWHG 7DUJHWWQHZDEOH (OHFWUWRZWKDY W MM UJHW

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 DJULFX0OWRFORY t?l—Pé?LFM%W'{/RFHVVHV 7KH *URXS

XVHG LQ ILVK IHHG 7KH 6%7L KDV EH?H)QJEEB DQG %RDUG RI "LUHFWI
Corun eSOl v VERSH  DOG YLHZ WDUJHWV HDFK \HDU @VLQJ DEVR
Q VK Q QG 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 lsYyy|RUPDQFH LQIRUPV SRWHQWLDO PHWHEk

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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