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ANNOUNCEMENT 

 

Notice of Meeting 
 

4 June 2013: Brisbane, Australia – Citigold Corporation Limited (“Citigold” or 

“Company”) (ASX:CTO, FSE:CHP) advises that the Extraordinary General Meeting of 

Citigold Corporation Limited to be held on Monday, 8 July 2013 at 10.00am in the 

Burdekin Room, Mercure Townsville, 166-194 Woolcock Street, Townsville, Queensland 

4810, Australia. 

This meeting will present you the opportunity to vote on this company’s $100 million 

transformational funding opportunity that gives us the catalyst to successfully exploit the 

impressive gold deposit at Charters Towers. 

The Notice of Meeting herewith, includes the Explanatory Notes, Independent Expert 

Report and Proxy Form, and will be mailed out to all shareholders.  

To assist shareholders who can’t attend the General Meeting and wish to vote on the 

resolution to be considered, your Proxy Form must be received by 12.00pm on Friday, 5 

July 2013. 

If you plan to attend the meeting, please bring along the proxy form that is mailed out to 

you to facilitate with registration which will commence at 9.30am. 

Your directors and the management of Citigold look forward to seeing you. 

Yours sincerely 

 
Mark Lynch 

CEO/Managing Director 
+61 (0)7 3834 000 
 
 
 
 
Cautionary Note: This release may contain forward-looking statements that are based upon 
management’s expectations and beliefs in regards to future events. These statements are 
subjected to risk and uncertainties that might be out of the control of Citigold Corporation Limited 
and may cause actual results to differ from the release. Citigold Corporation Limited takes no 
responsibility to make changes to these statements to reflect change of events or circumstances 
after the release.  
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CITIGOLD CORPORATION LIMITED 
NOTICE OF EXTRAORDINARY GENERAL MEETING 

AND EXPLANATORY STATEMENT 
 
 
 

 
 

Extraordinary General Meeting to be held at Burdekin Room, Mercure Townsville, 
166-194 Woolcock Street, Townsville, Queensland 4810 on Monday 8 July, 2013 
commencing at 10am (AEST). 
 
This Notice of Extraordinary General Meeting (Notice) and Explanatory Statement 
(Explanatory Statement) should be read in its entirety.  If shareholders are in doubt 
as to how they should vote, they should seek advice from their accountant, solicitor 
or other professional adviser without delay. 
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NOTICE OF GENERAL MEETING 

Notice is hereby given that an Extraordinary General Meeting of shareholders of Citigold Corporation Limited 
(Citigold or the Company) will be held at Burdekin Room, Mercure Townsville, 166-194 Woolcock 
Street,  Townsville, Queensland 4810 on Monday 8 July, 2013 at 10am (AEST). 

To consider and, if thought fit, to pass without amendment the following resolution as an ordinary resolution: 

1. Approval of the issue of Convertible Bonds and Shares upon Conversion of the Converting Bonds, 
to Express-Link Management Limited 

“That in accordance with item 7 of section 611 of the Corporations Act and for all other purposes, approval is given 
for the Company to issue to Express-Link Management Limited: 

(a) up to 100 Convertible Bonds, each having a subscription price and face value of $1 million; and 

(b) upon Conversion of the Convertible Bonds, such number of Shares required for Conversion of those 
Convertible Bonds as determined in accordance with the Funding Agreement, 

on the terms and conditions described in the Explanatory Statement.” 

Voting Exclusion 

The Company will disregard any votes cast on this Resolution 1 by Express-Link Management Limited and any 
associate. The Company need not disregard a vote if it is cast by a person as proxy for a person who is entitled to 
vote, in accordance with the directions on the proxy form or it is cast by the person chairing the Meeting as a proxy 
for the person who is entitled to vote, in accordance with the directions on the proxy form to vote as the proxy 
decides. 

 

NOTES 

These notes form part of the Notice of Meeting. 

Time and place of meeting 

Notice is given that a general meeting of members will be held at Burdekin Room, Mercure Townsville, 166-194 
Woolcock Street,  Townsville, Queensland 4810 on Monday 8 July, 2013 at 10am AEST. 

Your vote is important 

The business of the general meeting affects your shareholding and your vote is important. 

Voting eligibility 

The Directors have determined pursuant to Regulation 7.11.37 of the Corporations Regulations 2001 (Cth) that the 
persons eligible to vote at the Meeting are those who are registered Shareholders at 7pm on Thursday 4 July 
2013. 

Voting in person 

To vote in person, attend the general meeting at the time, date and place set out above. 

Voting by proxy 

To vote by proxy, please complete and sign the enclosed Proxy Form and return by the time and in accordance 
with the instructions set out on the Proxy Form. 

In accordance with section 249L of the Corporations Act, members are advised that: 

(a) each member has a right to appoint a proxy; 

(b) the proxy need not be a member of the Company; and 

(c) a member who is entitled to cast 2 or more votes may appoint 2 proxies and may specify the proportion or 
number of votes each proxy is appointed to exercise. If the member appoints 2 proxies and the 
appointment does not specify the proportion or number of the member’s  votes,  then  in  accordance  with  
section 249X(3)  of  the  Corporations  Act,  each  proxy  may exercise one-half of the votes. 

New sections 250BB and 250BC of the Corporations Act came into effect on 1 August 2011 and apply to voting by 
proxy on or after that date. Shareholders and their proxies should be aware of these changes to the Corporations 
Act, as they will apply to this Meeting. Broadly, the changes mean that: 
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(a) if proxy holders vote, they must cast all directed proxies as directed; and 

(b) any directed proxies which are not voted will automatically default to the Chair, who must vote the proxies 
as directed. 

Further details on these changes are set out below. 

Proxy vote if appointment specifies way to vote 

Section 250BB(1) of the Corporations Act provides that an appointment of a proxy may specify the way the proxy is 
to vote on a particular resolution and, if it does: 

(c) the proxy need not vote on a show of hands, but if the proxy does so, the proxy must vote that way (i.e. as 
directed); and 

(d) if the proxy has 2 or more appointments that specify different ways to vote on the resolution – the proxy 
must not vote on a show of hands; and 

(e) if the proxy is the chair of the meeting at which the resolution is voted on – the proxy must vote on a poll, 
and must vote that way (i.e. as directed); and 

(f) if the proxy is not the chair – the proxy need not vote on the poll, but if the proxy does so, the proxy must 
vote that way (i.e. as directed). 

Transfer of non-chair proxy to chair in certain circumstances 

Section 250BC of the Corporations Act provides that, if: 

(a) an appointment of a proxy specifies the way the proxy is to vote on a particular resolution at a meeting of 
the Company's members; and 

(b) the appointed proxy is not the chair of the meeting; and 

(c) at the meeting, a poll is duly demanded on the resolution; and 

(d) either of the following applies: 

(i) the proxy is not recorded as attending the meeting; 

(ii) the proxy does not vote on the resolution, 

the chair of the meeting is taken, before voting on the resolution closes, to have been appointed as the proxy for 
the purposes of voting on the resolution at the meeting. 

Voting by corporate representative 

A body corporate that is a Shareholder, or that has been appointed as a proxy, may appoint an individual to act as 
its representative at the general meeting.   The appointment must comply with the requirements of section 250D of 
the Corporations Act.   The representative should bring to the general meeting, evidence of appointment, including 
any authority under which it is signed, unless it has previously been given to the Company. 

Voting by attorney 

A Shareholder may appoint an attorney to vote on their behalf.  For an appointment to be effective for the General 
Meeting, the instrument effecting the appointment (or a certified copy of it) must be received by the Company in one 
of the methods listed above for the receipt of Proxy Forms, so that it is received not later than 12 noon on Friday 5 
July 2013. 

Forward looking statements 

Certain statements in this Explanatory Statement relate to the future.  These statements reflect views only as of 
the date of this Explanatory Statement.  While the Company believes that the expectations reflected in the forward 
looking statements are reasonable, neither the Company nor any other person gives any representation, 
assurance or guarantee that the occurrence of an event expressed or implied in any forward looking statements 
in this Explanatory Statement will actually occur. 

Notice to persons outside Australia 

This Explanatory Statement has been prepared in accordance with Australian laws, disclosure requirements and 
accounting standards.  These laws, disclosure requirements and accounting standards may be different to those in 
other countries. 

The distribution of this Explanatory Statement may, in some countries, be restricted by law or regulation.  
Accordingly, persons who come into possession of this Explanatory Statement should inform themselves of, and 
observe, any such restrictions. 
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Disclaimers 

No person is authorised to give any information or make any representation in connection with the Transaction which 
is not contained in this Explanatory Statement.  Any information or representation not contained in this Explanatory 
Statement, may not be relied on as having been authorised by the Company or the Board in connection with the 
Transaction. 

Privacy 

To assist the Company to conduct the General Meeting, the Company may collect personal information including 
names, contact details and shareholding of Shareholders and the names of persons appointed by Shareholders to 
act as proxy at the General Meeting. Personal information of this nature may be disclosed by the Company to its 
share registry, print and mail service providers, and the Company's agents for the purposes of implementing the 
Transaction.  Shareholders have certain rights to access their personal information that has been collected and 
should contact the Company Secretary if they wish to access their personal information. 

Responsibility for information 

The information contained in this Explanatory Statement (except for the Independent Expert’s Report and information 
regarding Express-Link and its intentions) has been prepared by the Company and is the responsibility of the 
Company.   Express-Link assumes no responsibility for the accuracy or completeness of that information. Information  
concerning  Express-Link  and  its  intentions  has  been provided by Express-Link.  None of the Company, its 
associates or its advisers assumes any responsibility for the accuracy or completeness of that information. 

BDO has prepared the Independent Expert’s Report and has consented to the inclusion of the report, and references 
to it, in this Explanatory Statement.  BDO takes responsibility for that report, and references to it, but is not 
responsible for any other information contained within this Explanatory Statement. 

Shareholders are urged to read the Independent Expert’s Report carefully to understand the scope of the report, the 
methodology of the assessment, the sources of information and the assumptions made. 

Competent Person consent statement 

The information in this report that relates to exploration results is based on information compiled by Christopher 
Towsey, who is a Member of the Australasian Institute of Mining  and Metallurgy.  Christopher Towsey has sufficient 
experience which is relevant to the style of mineralisation and type of deposit under consideration and to the 
activity which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the ‘Australasian 
Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves.’ Mr Christopher Towsey consents 
to the inclusion in this report of the matters based on his information in the form and context in which it appears. 

ASIC and ASX involvement 

A copy of the Notice of Meeting and Explanatory Statement has been lodged on 3 June 2013 with ASIC pursuant to 
ASIC Regulatory Guide 74 and ASX pursuant to the Listing Rules.  Neither ASIC, ASX nor any of their officers take 
any responsibility for the contents of the Notice of Meeting and Explanatory Statement. 

By Order of the Board of Directors 

 
 
 
 
 
Matthew Martin 
Company Secretary 
Citigold Corporation Limited 
3 June 2013
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Letter from Chairman 
 
 
Dear Shareholder, 
 
On behalf of the Board, I am pleased to present you the opportunity to vote on this company’s 
transformational funding opportunity in an environment of uncertain global economic outlook 
and tight capital markets.  

Your Board is recommending that you approve the transaction that has been negotiated 
between Express-Link Management Limited (Express-Link) and Citigold Corporation Limited 
(“Citigold” or the “Company”), wherein the Company will raise $100 million through the 
issue of 100 convertible bonds with a conversion price of 7 cents per share.  

I am recommending that you vote YES to this proposed transaction at the upcoming meeting 
of shareholders. This deal is an important step in achieving our simple objective of restoring 
value for all of our shareholders. 

As always, in attempting to grow any mining operation outside of its existing constraints, 
there is an upfront need for working capital, development expenditure and fixed capital prior 
to the beginning of the opportunity. Then, the revenue follows from the growth in gold ounces, 
increased profitability and generation of exceptional cash flow which is anticipated. Like all 
of these plans, it requires a significant working capital uplift and a sizeable development 
budget, including increased reserve definition expenditure, grade control drilling and mine 
development, followed by further fixed capital investment in enlarged processing capacity. 
This process therefore does reshape the size and shape of the Company you are invested in, 
considerably. 

This investment further confirms the underlying value and future potential of the Charters 
Towers Project. The deal is about the bigger, longer term picture and not focussed just on the 
now. The discount reflects the reality of securing an investment of this size in the current 
environment. 

However, you would all be aware, that in order to get something you need to give up 
something. In this case, the objective sought by Express-Link was the ability to obtain a 
significant interest in Citigold. The serious level of funding that this proposal delivers, would 
by any investor’s assessment, require a level of ownership to put them in a position to assess 
how things are going and to be directly involved. 

I and the rest of your Board recommend this transaction to you (subject to no superior 
proposal arising) as a sound and best way forward for Citigold and its current shareholders.  
We also ask you to support the Express-Link proposal with a YES vote. 

We look forward to continuing along this path together and promise you that we are giving 
our all for the success of your Citigold.  

Yours Sincerely, 

 
 
 
John Foley 
Chairman of the Board 
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EXPLANATORY STATEMENT 

This information forms part of the Notice of General Meeting. 

This Explanatory Statement has been prepared for the information of shareholders in relation to the business to be 
conducted at the Company’s Extraordinary General Meeting (Meeting) convened at Burdekin Room, Mercure 
Townsville, 166-194 Woolcock Street,  Townsville, Queensland 4810 on Monday 8 July, 2013 at 10am (AEST). 

The Explanatory Statement provides information that the Directors believe to be material to Shareholders in deciding 
whether or not to pass the Resolutions contained in the Notice of Meeting. 

The Notice of Meeting, Explanatory Statement, Independent Expert’s Report and Proxy Form are all important 
documents.  They should be read carefully in their entirety before you make a decision on how to vote at the general 
meeting. 

If you have any questions regarding the matters set out in the documents, please contact the Company Secretary 
on+61 7 3834 0000.  You should also contact your accountant, lawyer or other professional adviser. 

Key dates 

The key dates associated with the General Meeting and this document are set out below: 

Table 1: 

Event Date 

Date of Notice of Meeting 3 June 2013 

Completed Proxy Forms to be received 12 noon AEST 5 July 2013 

Date and time for determining eligibility to attend and 
vote at General Meeting 

7pm AEST 4 July 2013 

General Meeting of Shareholders 10am AEST 8 July 2013 

 

Definitions 

Capitalised terms used in this Explanatory Statement are defined in section 8. 

Who is Express-Link? 

Express-Link Management Ltd (Express-Link) is a company controlled by its sole Director, Mr Ooi Cheu Kok who 
resides in Malaysia and is a Malaysian citizen.  Mr Ooi Cheu Kok manages Express-Link Management Ltd from 
Malaysia. Mr Ooi Cheu Kok is a veteran of the investing community in his home country, Malaysia, as well as in 
South East Asia, Mr Ooi started off as a real-estate developer.  In 1988, Mr Ooi graduated from La Trobe University 
(Melbourne, Australia) with a Bachelor of Economics (Accounting). Mr Ooi founded Golden Wave Sdn Bhd, a billion-
dollar commercial development project in Kota Kinabalu, East Malaysia. Mr Ooi was instrumental in developing the 
concept with the local government authorities.  

Mr Ooi is a high net worth individual. One of his most significant and recent investment is his holdings in SGX 
(Singapore mainboard listed) company Blumont Group Ltd (SGX.A33) which has a market capitalisation of SGD$1.36 
billion as at 2 May 2013 (approximately AUD$1.121 billion as at 3 June 2013). Mr Ooi is currently the second largest 
shareholder in Blumont Group Ltd and holds 169,118,000 shares in the company. The stock recently trade at 
SGD0.83 per share (approximately AUD0.68 per share as at 3 June 2013), making the total value of his Blumont 
shares at SGD$140,367,940 (approximately AUD$115,746,321 as at 3 June 2013). 

His other holdings include projects in Sabah; residential developments in KolKol and Tenom, and a sea front resort in 
Marudu, and the Centrepoint Shopping Centre in Kota Kinabalu. 

Since 2010, Mr Ooi has ventured from real property development to investing in public and private equities in Asia. 
Most significant and recent is his holdings in SGX (Singapore mainboard listed) company Blumont Group (market cap 
SGD$1.36 billion as at 2 May 2013). Mr Ooi holds a substantial stake in the Blumont Group and is its second largest 
shareholder. 

Blumont Group Ltd operates an investment holding business (including equity investments)  and a real property 
development and management business.  In March 2013, Blumont acquired an 11.6% interest in Celsius Coal Ltd 
(ASX:CLA). 

Prior to the current transaction, there were no existing interests or relationship between Express-Link and the 
Company. The Company began its relationship with Express-Link when Mr Ooi approached the Company.  

Express-Link is a company incorporated in accordance with the laws of the British Virgin Islands (Company Number 
17598547) and is wholly owned by Mr Ooi Cheu Kok.  Express-Link has no subsidiaries or affiliated companies. The 
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sole director of Express-Link is Mr Ooi Cheu Kok. Express-Link does not have any other Australian operations as at 
the date of this Notice. 

Shareholders should note that Express-Link, incorporated in the British Virgin Islands, is not subject to the same 
requirements as Australian companies. Accordingly, Shareholders of the Company may not be able to obtain the 
same information about internationally incorporated Express-Link, and its operations, that they may be able to obtain 
about domestic Australian incorporated companies. 

Express-Link’s major activities are investment, and, accordingly, Express-Link has decided to invest in the Company 
as part of its investment strategy. 

Express-Link has advanced an initial amount of $3,000,000 to the Company for the initial tranche of bonds. It is 
proposed that required funding for the remaining tranches (totaling $97,000,000) payable by Express-Link over a 21 
month period under the Funding Agreement will be facilitated by its shareholder, Mr Ooi, either as a capital 
contribution or loan to Express-Link. Mr Ooi is a high net worth individual and has numerous other investments and 
property holdings in Asia. 

Express-Link's intentions 

This section sets out Express-Link's stated intentions, on the basis of the facts and information concerning the 
Company that are known to it and the existing circumstances affecting the business of the Company. 

(a) Review 

Express-Link and its advisers have reviewed certain information that has been publicly released on the Company, its 
current activities and its plans for the future, and had certain limited discussions with the Company in relation to its 
businesses. 

However, Express-Link does not necessarily have knowledge of all material information, facts and circumstances that 
are necessary to assess the operational, commercial, taxation and financial implications of its current intentions. 
Consequently, final decisions on all of these matters have not been made, and any decisions already made may be 
subject to change. 

If Express-Link subscribes for and Converts the Convertible Bonds, Express-Link may, to the extent that information 
is available to it, conduct a review of the operations, assets, structure and employees of the Company in light of that 
information. Final decisions will only be reached after that review and in light of all material facts and circumstances.  
As such, statements referred to in this section are statements of current intention only which may change as new 
information becomes available or circumstances change.  The statements referred to in this section 3 should be read 
in this context. 

 (b) Intentions 

Express-Link's current intentions (if the Funding Agreement is approved and completed) are for the Company to 
commence ramping up of its Imperial and Central mine projects as soon as practical, on a sustainable basis and to 
maximise the value of the Company for all Shareholders over the long term. 

Except for the changes and intentions referred to in this section 3.1 and elsewhere in this Explanatory Statement, 
Express-Link indicates that it intends, based on the information presently known to it: 

(i) to continue the business of the Company as it is currently conducted (subject to implementing the 
development programme set out in section 1.3); 

(ii) not to make any major changes to the business of the Company or the deployment of the 
Company's assets; 

(iii) not to transfer any Company property between the Company and Express-Link or any person 
associated with Express-Link; 

(iv) not intend to acquire any additional shares in the Company on-market during the term of the Bonds; 

(v) to continue the employment of the Company's existing Employees; 

(vi) not to interfere with the Company maintaining a strong Board that operates independently of, and 
separately to, Express-Link; and 

(vii) not to significantly change the financial or dividend distribution policies of the Company. 

Express-Link has the right to convert the Convertible Bonds and, as explained elsewhere in this Explanatory 
Statement, Express-Link may be placed in a position of control over the Company under certain scenarios if Express-
Link converts all of the Convertible Bonds. 

Before Express-Link can Convert the Convertible Bonds, a number of conditions must be satisfied, including 
Shareholder approval under this Notice of Meeting, appropriate disclosure to ensure there are no restrictions on 
Express-Link’s ability to sell its Convertible Bonds, Express-Link having obtained FIRB approval (Citigold is advised 
that the FIRB Approval obtained by Express-Link covers all subscription tranches and is valid until 15 May 2015) and 
any other regulatory approvals that apply (if any) and there being no material adverse change in relation to the 
Company, including the Company remaining listed on ASX. 
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If Express-Link were to gain effective control of the Company, subject to the Corporations Act and the Company’s 
constitution, Express-Link would have the ability to appoint a majority of the Directors on the Company’s Board. 

The Company currently has seven directors on its Board. Mr Ooi, the sole Director and shareholder of Express-Link 
has advised that he is intending to appoint one non-executive Director to the Board, who would be an additional 
Director but that no other changes are intended.  

Mr Ooi does not intend to be personally engaged in running the Company, and, other than the appointment of the 
additional non-executive Director referred to above, Express-Link does not intend to make changes to the senior 
management of the Company and does not intend to appoint any employees to the Company. Mr Ooi believes that 
appointments of senior management personnel and employees are matters for the management of the Company. 

If the Company were to become a partly owned subsidiary of Express-Link, the implementation of any change 
Express-Link intends to make to the objectives and goals of the Company (which Express-Link has not currently 
identified) will be subject to: 

(i) the law and the ASX Listing Rules, particularly in relation to related party transactions and conflicts 
of interest; and 

(ii) the legal obligation of the Company’s Board to act for proper purposes and in the best interests of 
the Company’s Shareholders as a whole. 

Proposed Director if members approve the Resolutions 

Under the Funding Agreement, Express-Link may nominate a representative to the Company’s Board. At the date of 
this notice Express-Link has not nominated its representative.   

Independent Expert 

It is the opinion of the independent expert that at the conversion price offered by the Convertible Bonds, the capital 
raising under the Proposed Transaction is, prima facie, consistent with the previous capital raisings of the Company 
(the last being conducted at $0.07 cents per share). 

Assessment of Fairness 

However, concessions granted to ELM by Citigold under the terms of the Convertible Bonds make this comparison 
inappropriate. Incorporating these concessions (i.e. interest and options), they have calculated an effective capital 
raising price of $0.0473. 

The implied discount of 14% they have calculated relative to the closing share price of Citigold of $0.055 immediately 
prior to the Proposed Transaction is inferior to the prices at which capital has been raised in the past by Citigold. 
Citigold has previously achieved premiums on its trading price in the order of 20% to 40% in its past three capital 
raisings. They note however that confidence in the gold sector has generally declined since the last raising with a 
decline in the gold price and the S&P/ASX All Ordinaries Gold Index of 16% and 38% respectively. 

The discount the implied capital raising price represents relative to the closing price prior to the announcement to the 
Proposed Transaction is within the range of discounts for share issues completed by comparable Australian gold 
companies in the last 12 months of negative 60% to 16% (set out in Appendix B). 

They have also considered items of value relevant to the Convertible Bonds (principally interest and the option value 
represented by the $0.07 conversion price). They have calculated a return on the Convertible Bonds of 26.4%. In 
their view, given the risk associated with the Convertible Bonds, this return is not unreasonable. 

However, unlike other capital raisings completed by Citigold, there is potential for ELM to gain control of the 
Company. Comparing the controlling interest share value range they have calculated a price $0.072 to $0.077 to the 
effective capital raising price of $0.0473 implies a discount of 34% to 39%. 

Having regard to the above assessments of the Proposed Transaction, it is their opinion that the Proposed 
Transaction does not incorporate a control premium into the price paid by ELM for its interest in Citigold upon 
conversion of the Convertible Bonds. On that basis and having regard to the above analysis they conclude that the 
Proposed Transaction is Not Fair to the Shareholders. 

It is the opinion of the independent expert that the history of capital raisings completed by Citigold suggests that the 
Company may have difficultly completing a capital raising of the magnitude contemplated under the Proposed 
Transaction on more favourable terms than those offered by the Convertible Bonds in the current environment. 

Assessment of reasonableness 

After consideration of all of the issues set out in their report, it is their view that the Proposed Transaction is 
Reasonable to the Shareholders as at the date of the Report. 

They are of the view that the advantages of the Proposed Transaction outweigh the disadvantages of the Proposed 
Transaction. 

Key reasons why you should vote in favour of the Funding Agreement 
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The Company considers that the Funding Agreement has a number of benefits for Shareholders, as summarised 
below and set out in more detail in section 2.1 (Key Reasons for the Funding Agreement) of this Explanatory 
Statement. 

(a) The Convertible Bonds provide necessary funding for significant development of the Company’s Charters 
Towers Central and Imperial mines and hence the growth of the Company; 

(b) Structuring the Funding Agreement to utilise Convertible Bonds may be less dilutionary for non-associated 
shareholders than issuing ordinary shares at a significant discount to market price in a typical placement, 
since the Convertible Bonds may not be converted into Shares and in any event, capital market 
conditions make such a placement difficult and costly to enter into; 

(c) The Independent Expert has stated that discount the implied capital raising price represents relative to 
the closing price prior to the announcement to the Proposed Transaction is within the range of discounts 
for share issues completed by comparable Australian gold companies in the last 12 months of negative 
60% to 16% (set out in Appendix B of the Independent Expert Report); 

(d) The Funding Agreement serves as a basis to establish a relationship with Express-Link, securing 
Express-Link’s ongoing involvement and interest in the growth of the Company and its projects; 

(e) The Company, with the assistance of its external corporate advisers and finance experts, has run an 
exhaustive process over a long period of time to identify and negotiate the best funding terms available 
and to date, the Board considers the Funding Agreement as the best finance terms made available to the 
Company; 

(f) The debt element of the Converting Bonds, when compared to other debt facilities previously considered 
by Citigold, has been secured on relatively favourable terms, the coupon being 5% per annum and there 
being no security over the Company’s assets;  

(g) The Funding Agreement does not prevent any future equity issuance by the Company; and 

(h) The Independent Expert has concluded that the terms and conditions of the Funding Agreement are 
reasonable (see page 9 for more information on this).   

Reasons why you may consider not voting in favour of the Funding Agreement 

Shareholders should be aware that there are some potential disadvantages of the Funding Agreement, as 
summarised  below and set out in more detail in section 2.2 of this Explanatory Statement. 

(a) If Express-Link elects to Convert all of the Converting Bonds issued to it into Shares, Express-Link will 
substantially increase its voting power in the Company and existing Shareholders will be diluted.  
Express-Link’s voting power may be as high as 51%, assuming full conversion and no application of anti 
dilution provisions, in which case Express-Link will gain control of the Company without a takeover 
premium having been paid to Shareholders; 

(b)  Notwithstanding that, the Company, with the assistance of its external corporate advisers and finance 
experts, has run an exhaustive process over a long period of time to identify and negotiate the best 
funding terms available, you may consider that the Company may be able to obtain superior funding 
terms (although no superior proposal has emerged since announcement of the Express-Link Funding 
Agreement on 9 April 2013); and 

(c) Having regard to: 

(i) the effective capital raising price under the Funding Agreement (after taking into account 
interest payable by Citigold and the value of the conversions right) being 4.7 cents and hence a 
discount to Citigold’s share price immediately before announcement of the transaction; and 

(ii) there being no control premium in the effective capital raising price, (where a control premium 
implies a price of 7.72-7.77 cents, as opposed to the effective capital raising price of only 4.7 
cents),  

(iii) the Independent Expert has concluded (on page 34 of the Report) that the Proposed 
Transaction is not fair. 

Directors’ recommendation 

The Directors unanimously support BDO’s opinion and recommend approval of the Funding Agreement, 
because:- 

(a) the Funding Agreement provides the Company with capital to develop its Charters Towers gold project into 
production, as contemplated in section 1.3 below, in circumstances where the Company will have great 
difficulty in unlocking the value of its assets for shareholders without a capital injection of the size 
contemplated in the Funding Agreement; 

(b) the funds raised will allow the Company to move significantly towards its stated goal of realizing the potential 
of its Charters Towers assets; and 
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(c) The Independent Expert, taking into account the following factors (among others), has formed the view that 
the terms and conditions of the Funding Agreement are not fair but reasonable to shareholders of Citigold not 
associated with Express-Link: 

(i) The conversion price of the Convertible Bonds is fixed at 7 cents (subject to adjustment if Citigold 
issues further equity); 

(ii) Taking into account interest and conversion rights, the effective capital raising cost under the 
Funding Agreement is 4.7 cents and there is no premium for the right of Express-Link to convert 
and obtain control of Citigold; 

(iii) The effective capital raising cost is at a discount of 14% to Citigold’s share price immediately prior to 
the announcement of the transaction and is larger than Citigold’s previous raisings, which attracted 
a premium of between 20% and 30%, but: 

A. Citigold’s previous equity capital raisings have been on progressively less favourable 
terms and were for materially smaller sums of capital; 

B. Citigold has historically had difficulty attracting debt funding; 

C. Sentiment in the gold sector and for commodities generally, has become weaker and 
since Citigold’s last completed capital raising, there has been a decline of 16% in the gold 
price and 38% in the S&P/All Ordinaries Gold Index; 

D. Given current conditions, there is no evidence Citigold will be able to attract equity capital 
on terms more favourable than the Funding Agreement; 

E. Citigold would have difficulty attracting debt funding without offering the lender upside 
potential similar to that offered under the Funding Agreement; 

F. Looking at the transaction from the perspective of the Lender, Express-Link gets a rate of 
return of 26.4% on its investment if it holds the bonds to maturity, which having regard to 
Citigold and its peers, is an appropriate rate of return for an investment of this nature; and 

G. The discount implied in the effective capital raising price of 4.7 cents, is in line with 
discounts offered by comparable gold companies to Citigold in Australia in the preceding 
12 months, for equity capital raising; 

(iv) In this context: 

A. A transaction is fair if the value of the consideration to be received by Shareholders (in 
this case, $100 million) is equal to or greater than the value of the Shares and other 
benefits (in this case, interest and conversion rights) that will be received by the Lender, 
Express-Link.  The Independent Expert has concluded the Proposed Transaction is not 
fair; and 

B. An assessment of reasonableness evaluates other significant factors Shareholders may 
consider in deciding to vote for or against a transaction, such as the advantages and 
disadvantages of the transaction and the Shareholders’ position if the transaction is not 
approved. In other words, a transaction is reasonable if there are valid reasons for its 
approval, even despite (as in this case) the transaction not being assessed as fair.   

C. A transaction may be reasonable despite not being fair if, after considering other relevant 
factors, the interests of Shareholders are reasonably balanced. 

(d) Weighing up all the factors, the Directors believe that despite the Funding Agreement not being fair, 
primarily owing to the absence of a control premium (see page 36 of the Report), the interests of 
Shareholders are reasonably balanced, having regard to the effective capital raising price, capital 
market conditions, the gold price, Citigold’s current position, equity raisings by comparable gold 
companies in Australia, the return being received by Express-Link and the preponderance of 
advantages over disadvantages (see paragraph 2.1). 

The Directors therefore unanimously recommend Shareholders vote in favour of the Resolutions to approve the 
Funding Agreement and the issue of Convertible Bonds.  Further information on the reasons for the Directors’ 
recommendation can be found at section 2. 
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1. Details of the Funding Agreement 
1.1 Material Commercial Terms 

The material terms of the Funding Agreement are: 

(a) Express-Link will subscribe for unsecured bonds (Convertible Bonds) in Citigold, up to an aggregate of 
$100 million and each having a face value of $1 million; 

(b) Express-Link has subscribed for an initial tranche of 3 Convertible Bonds (First Tranche) at $3 million 
and: 

(i) a further $7 million tranche within 4 months of the date of the Funding Agreement, subject to 
certain conditions precedent including Citigold shareholder approval, FIRB approval, there being 
no material adverse changes and other more technical legal issues (Citigold is advised that 
FIRB Approval has now been obtained by Express-Link); and 

(ii) a further 6 tranches of 15 bonds at $15 million each, subject to conditions around there being 
material adverse changes and other technical issues, commencing quarterly 6 months after the 
date of the Funding Agreement. 

(c) Interest is payable at 5% per annum on the outstanding balance of the Convertible Bonds and is 
payable: 

(i) 6 months after the issue of Tranche 1 (ie 16 October 2013); 

(ii) on the first anniversary of the issue of Tranche 1 (ie 16 April 2014); and 

(iii) thereafter, on the anniversaries of those dates. 

(d) The Convertible Bonds are not quoted; 

(e) The Convertible Bonds have a maturity date of 3 years after the date of the Funding Agreement;  

(f) Express-Link may elect to convert the Convertible Bonds into Shares in Citigold at any time during the 
term, at a conversion price of 7 cents per Share and in increments of $1 million; 

(g) The conversion price is adjusted for changes to Citigold’s capital structure during the term. In any event, 
the conversion price may only be adjusted in such a way so that the holder of the convertible notes will 
not receive a benefit that holders of ordinary shares do not receive; and 

(h) If shareholders and or the FIRB do not approve the transaction within 4 months of the date of the 
Funding Agreement, the Company may be required to repay the First Tranche within 30 days (Citigold is 
advised that FIRB Approval has now been obtained by Express-Link).  

The timetable for the issue of the Convertible Bonds is summarised below: 

Table 2: 

Event/Tranche Date 

Execute Bond Subscription Agreement 8 April 2013 

Tranche 1 - $3 million 16 April 2013 

Shareholders meeting 8 July 2013 

Tranche 2 - $7 million Conditions Precedent date 
+5 Business days 

Tranche 3 - $15 million 8 October 2013 

Tranche 4 - $15 million 8 January 2014 

Tranche 5 - $15 million 8 April 2014 

Tranche 6 - $15 million 8 July 2014 

Tranche 7 - $15 million 8 October 2014 

Tranche 8 - $15 million 8 January 2015 

 

1.2 Conditions precedent  

The Funding Agreement is not, itself, subject to any conditions precedent and the Tranche 1 Convertible Bonds have 
already been issued. 

However, the Tranche 2 Convertible Bonds and subsequent Tranches are subject to conditions precedent, namely: 
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Tranche 2: 

(a) FIRB approval for the issue of the Tranche 2 Convertible Bonds (Citigold is advised that the FIRB Approval 
obtained by Express-Link covers all subscription tranches, is valid until 15 May 2015 and permits Express Link 
Management to hold a maximum of 52% of the ordinary share capital of the Company); 

(b) Approval for the issue of the Tranche 2 Convertible Bonds by Shareholders; 

(c) The Company not having suffered a material adverse change;  

(d) The Company’s Shares continuing to be quoted on ASX;  

(e) There not being any materially adverse changes in applicable legislation; and 

(f) The Company complying with certain technical provisions of the Corporations Act and complying with all its 
legal obligations, including its disclosure obligations; 

Tranche 3 and subsequent tranches 

(a) FIRB approval, to the extent not already obtained (Citigold is advised that the FIRB Approval obtained by 
Express-Link covers all subscription tranches, is valid until 15 May 2015 and permits Express Link Management 
to hold a maximum of 52% of the ordinary share capital of the Company); 

(b) Approval for the issue of the Tranche 2 Convertible Bonds by Shareholders, unless the ASX Waiver has been 
obtained and approval granted pursuant to this Notice of Meeting; 

(c) There being no legal prohibition on the issue of the Convertible Bonds; 

(d) The Company not having suffered a material adverse change;  

(e) There not being any materially adverse changes in applicable legislation;  

(f) The Company’s Shares continuing to be quoted on ASX;  

(g) The Company not having breached the Funding Agreement; and 

(h) The Company complying with certain technical provisions of the Corporations Act and complying with all its legal 
obligations, including its disclosure obligations. 

Other terms and conditions 

The Funding Agreement includes the following further terms and conditions: 

(a) The Company has agreed to a 3 month exclusivity period ending on 9 July 2013; 

(b) Following completion of the Funding Agreement, Express-Link will have the right to appoint one member to the 
Board whilst it holds Convertible Bonds; 

(c) The Convertible Bonds can only be transferred to affiliates of Express-Link; 

(d) Where Conversion leads to fractions of Shares, the cash equivalent at the Conversion Price in aggregate 
exceeding $10, will be paid to Express-Link; 

(e)  The Company will not be prevented from issuing further equity during the term of the Convertible Bonds on 
terms it sees fit. However, the conversion price of the Convertible Bonds will adjust to reflect any share capital 
reorganisation or share issue, including a placement or rights issue. Broadly speaking, the conversion price of 
the Convertible Bonds will adjust proportionately upwards with consolidation of the Company’s share capital 
and downwards where priced below the prevailing market price in the following circumstances: 

(i) the Company declaring an extraordinary dividend; 

(ii) any bonus issue of Shares to Shareholders; 

(iii) consolidation or sub-division of Shares; 

(iv) any issue of Shares, such as pursuant to a rights issue or placement; and 

(v) any issue of Shares pursuant to a demerger or spin-off. 

Events of Default 

Express-Link will be entitled, during the Term, to redemption of the Convertible Bonds: 

(a) should the Company become insolvent; 

(b) should the Company be subject to a change of control;  

(c) should the Company cease to have its Shares quoted on ASX; 

(d) should the Company fail to make any payment under the Funding Agreement on the due date; 
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(e) should the Company fail to issue Shares upon Conversion of any Convertible Bonds as required; 

(f) should the Company breach the Funding Agreement and fail to remedy that breach; 

(g) should any necessary approvals and consents (including any governmental, regulatory and/or corporate 
approvals and consents) for the issue redemption or conversion of the Convertible Bonds being revoked 
or withdrawn; 

(h) should any distress, attachment, execution or other legal process be levied, enforced or sued out on or 
against any part of the property, assets or revenues of the Company, which adversely affects the ability of 
the Issuer to perform or observe any of its obligations under the Funding Agreement, and is not 
discharged or stayed within 30 days; 

(i) should a mortgagee, security interest holder or other encumbrancer take possession of, exercise rights 
under any security in relation to, or a receiver, receiver and manager, administrator, liquidator, provisional 
liquidator or officer of the Court appointed in relation to, the whole or any substantial part of the property, 
assets or revenues of the Company and not be discharged within 30 days; 

(j) should it become unlawful for the Company to perform or comply with any one or more of its obligations 
under the Funding Agreement. 

However, the Company may undertake a reconstruction, amalgamation, reorganisation, merger or consolidation not 
involving insolvency or which does not adversely affect the ability of the Company to perform or observe its obligations 
under the Funding Agreement. 

1.3 Purpose of the Funding Agreement 

The funding from the Funding Agreement will be used for the development into production of the Company’s Charters 
Towers Central and Imperial mines and for working capital.  In particular, the following application of funds has 
been agreed: 

(a) Quarter 1 - $7 million - Re-commissioning of Central Mine (improvement of infrastructure and modernisation of 
decline), finalisation of mine plan and drilling program, development of Imperial decline, completion of tender 
process for contractors and acquisition of land surrounding mining infrastructure. 

(b) Quarter 2 - $15 million drawdown - Re-commissioning of Central mine (improvement of infrastructure and 
modernisation of decline), commencement of drill program at 5,000 metres per month, advancement of 
Imperial decline at 200 metres per month, awarding Central decline contract, finalising acquisition of expansion 
lands and process plant modernisation. 

(c) Quarter 3 - $15 million drawdown - Expand dewatering facilities at Central Mine, advance Central decline at 
200 metres per month, increase drill program to 6,500 metres per month, commence ore level development at 
Imperial Mine, continue plant modernisation. 

(d) Quarter 4 - $15 million drawdown - Continue to advance Central decline (200 metres per month), continue drill 
program at 6,500 metres per month, continue in ore development at Imperial Mine, commence stoping at 
Imperial mine. 

(e) Quarter 5 - $15 million drawdown - Continue to advance Central decline, advance the Imperial decline, continue 
ore development and stoping at Imperial Mine, trial on site ore pre-processing, continue drill program at 6,500 
metres per month 

(f) Quarter 6 - $15 million drawdown – Commence ore level development at Central mine, continue Decline 
development at Central mine, continue ore development and stoping at Imperial Mine, increase drill program to 
8,000 metres per month  

(g) Quarter 7 - $15 million drawdown - Continue ore level development at Central mine, continue Decline 
development at Central mine, continue in ore development and stoping at Imperial Mine, increase drill program 
to 8,000 metres per month at central decline.  

1.4 Independent Expert's Report 

The Independent Expert has found that the Funding Agreement is not fair but reasonable to Shareholders who are 
not associated with Express-Link.  Further detail of the values, the methodology and assumptions used by the 
Independent Expert are contained in the Independent Expert's Report. 

1.5 Directors' Recommendations 

The Directors recommend Shareholders vote in favour of the Resolutions to approve the Funding Agreement.  
Further information on the reasons for each Director's recommendation can be found at section 2.1 and on pages 10 
and 11 of this Notice. 

2. Rationale for the Funding Agreement 
The Funding Agreement provides the Company with funding to develop its Charters Towers gold project into 
production, as contemplated in section 1.3 above. 
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Express-Link represents a logical and mutually beneficial funding partner for Citigold’s projects because, in the current 
difficult capital market, Express-Link has demonstrated a long term vision and confidence in Citigold’s assets and has 
significant and diverse investment acumen.   

The Directors believe that the terms of the Funding Agreement are arguably no less dilutionary than an equity 
raising if the Convertible Bonds are converted. 

The Directors believe that this funding will allow the Company to move significantly towards its stated goal of 
realizing the potential of its Charters Towers assets. 

2.1 Key reasons for the Funding Agreement 

(a) The Convertible Bonds provide necessary funding for development of the Charters Towers gold 
project and growth of the Company 

The Funding Agreement will provide the Company with funding to significantly progress development 
of its Charters Towers gold project assets.   The Funding Agreement has been structured to ensure, as 
far as practicable, financial certainty for the Company and to manage its cash flow during development. 

The Funding Agreement will help the Company progress its transformation from project developer to 
producing miner. 

If the Funding Agreement is not approved, the Company may not be able to proceed as effectively with 
its planned development as it would if the Funding Agreement is approved. If the Company continues to 
seek alternative funding arrangement, this is likely to significantly delay the date for development of its 
projects to their full potential and in the future, conditions for attracting investment may deteriorate. 

(b) Utilising Convertible Bonds is not likely to be any more  dilutionary for Shareholders than the 
corresponding amount of equity funding in a typical placement and to the extent not converted, the 
Convertible Bonds are less dilutionary 

If the subscription money for the Convertible Bonds is repaid and the Convertible Bonds are not converted into 
Shares by Express-Link, there will be no dilution to Shareholders.   

If the Convertible Bonds are Converted into Shares, the effect will be that the voting power of Express-Link will 
increase to a maximum of approximately 51% on a fully diluted basis (1,428,571,429 shares).  However, 
Conversion has been agreed at a price per Share (adjustable only in limited circumstances proportionate to 
changes to the Company’s capital structure). 

In the absence of the Funding Agreement, the Company would still need to pursue other funding 
alternatives.   If those alternatives include equity funding, such as a placement or other equity investment, 
the result is not likely to be materially less dilutionary toexisting Shareholders than the impact of 
conversion of the Convertible Bonds.  The Independent Expert has noted that the effective capital raising 
cost is at a discount of 14% to Citigold’s share price immediately prior to the announcement of the 
transaction and is larger than Citigold’s previous raisings, which attracted a premium of between 20% and 
30%, has noted that: 

(i) Given current conditions, there is no evidence Citigold will be able to attract equity capital on terms 
more favourable than the Funding Agreement; and 

(ii) the discount implied in the effective capital raising price of 4.7 cents, is in line with discounts offered 
by gold companies comparable to Citigold in Australia in the preceding 12 months, for equity capital 
raising.  It should be noted however that the issue under the Proposed Transaction represents a 
potential controlling interest in the Company, relative to other minority raisings. 

(c) The issue of the Convertible Bonds may not result in dilution of Shareholders 

Once the Convertible Bonds have been issued, Express-Link may elect to either: 

(i) Allow the Company the amounts advanced pursuant to subscription for the Convertible 
Bonds on the Maturity Date; or 

(ii) Convert  those Convertible Bonds into  Shares  at  any  time  prior to the Maturity Date. 

If Express-Link elects to convert the Convertible Bonds into Shares it must convert at least 1 Bond.  If 
Express-Link does not make such an election, no Conversion Shares will be issued to Express-Link.  For 
further information on the dilutionary impact of a conversion of the Convertible Bonds, see section 6 

The portion of the Convertible Bonds that is converted into Shares proportionally reduces the 
Company’s debt to Express-Link and does not require repayment. 

(d) The Funding Agreement establishes a strategic relationship with Express-Link 

The Funding Agreement strengthens the Company's strategic relationship with Express-Link, whose 
Director, Mr Ooi, has a demonstrated track record of strategic investment into diverse asset classes. 

As part of the Funding Agreement, the Company has also agreed to provide Express-Link with 1 seat on 
the Board for as long as Express-Link still holds Convertible Bonds. 
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The Directors believe that having Express-Link as a funding partner will provide significant benefits for 
Shareholders because with Express-Link’s major investment into the Company, they will have a vested 
interest in the Company’s success. 

(e) Express-Link's Board representative has the potential to bring additional skills  

Express-Link will have the right to appoint one member to the Board for so long as it holds Convertible 
Bonds.  The Company believes that this has the potential to add value to the Board by bringing additional 
experience in the financing and development of land based assets. 

(f) Further equity issues permitted  

The Funding Agreement provides the Company with significant flexibility to manage its cash flow and 
future capital raising ability. In this respect, the Funding Agreement with Express-Link would not prevent 
the Company from issuing new equity in the future, as Express-Link’s interest in the Company’s 
Shares will be proportionately adjusted to maintain its interest at pre-issue levels. 

2.2 Reasons why you may consider not voting in favour of the Funding Agreement 

(a) If Express-Link elects to Convert all of the Convertible Bonds into Shares, Express-Link will substantially 
increase its voting power in the Company and existing Shareholders will be diluted – the maximum extent of 
Express-Link’s relevant interest in the Company’s Shares, if all the Convertible Bonds are issued and 
Converted, is approximately 51%, in which case Express-Link will gain control of the Company without 
providing Shareholders with a takeover premium. 

The level of Express-Link's increased shareholding and maximum voting power will ultimately depend on: 

(i) the number of Convertible Bonds Express-Link ultimately subscribes for (which depends on the 
stated conditions precedent being satisfied and no events of default occurring) and therefore, the 
value of the Convertible Bonds issued to Express-Link; 

(ii) the extent to which Express-Link elects to convert the Convertible Bonds into Shares and not have 
the Company repay the Convertible Bonds in cash; and 

(iii) the number of other Shares held by Express-Link at the time the Convertible Bonds are converted 
into Shares. 

Details of the potential capital structure of the Company and Express-Link's potential holding of Shares, 
as a result of the issue of the Convertible Bonds and their potential Conversion, is set out in 
sections 6.2 and 6.4. 

For example, at the Conversion Price of 7 cents, on Conversion of all 100 of the Convertible Bonds, 
Express-Link may hold a relevant interest in more than 50% of Shares.  Express-Link would effectively be 
able to control the Company, but in those circumstances, it would not have paid a premium to obtain that 
control. 

In addition, while Express-Link holds Convertible Bonds, Express-Link will have the right to request 
that the Company appoint to the Board one person nominated by Express-Link, and will therefore 
participate in the Company’s Board discussions and decisions, subject always to the Corporations Act and 
the ASX Listing Rules. 

Notwithstanding that the Company, with the assistance of its external corporate advisers and finance 
experts, has run an exhaustive process over a long period of time to identify and negotiate the best 
funding terms available, you may consider that the Company may be able to obtain superior funding 
terms (although no superior proposal has emerged since announcement of the Express-Link Funding 
Agreement on 9 April 2013).  

A rigorous process was pursued to find the best available terms. Following a lengthy process the most 
definitive, commercially attractive terms that the Company was able to negotiate, were with Express-Link.  
In accepting the terms and conditions of the Funding Agreement, the Directors took into account the 
substantial length of time the Company has been seeking a funding partner and the pressing need for the 
Company to secure financing in a timely manner to enable development of its projects, as desired. 

Notwithstanding this, you may consider that a superior proposal may still arise that will be more attractive 
than the Funding Agreement and this may be a reason you may consider voting against the Funding 
Agreement. If you are considering this, the Directors would also like to highlight that other potential 
funders have had the opportunity to provide alternative proposals and, as at the date of this document, no 
other proposals have been presented to the Board since the Company announced the Funding Agreement 
on 9 April 2013. 

2.3 Independent Expert Considers Transaction is not fair but reasonable to Shareholders who are not 
associated with Express-Link  

The Independent Expert has considered the Express-Link Funding Agreement and has found that the Funding 
Agreement is not fair but reasonable to Shareholders not associated with Express-Link. 
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In light of the findings of the Independent Expert, and after considering the potential advantages and 
disadvantages of the Funding Agreement, the Directors recommend Shareholders vote in favour of the 
Resolutions to approve the Express-Link Funding Agreement.     

3. About Express-Link 
Express-Link Management Ltd (Express-Link) is a company controlled by its sole Director, Mr Ooi Cheu Kok 
who resides in Malaysia and is a Malaysian citizen.  Mr Ooi Cheu Kok manages Express-Link Management 
Ltd from Malaysia. Mr Ooi Cheu Kok is a veteran of the investing community in his home country, Malaysia, as 
well as in South East Asia. In 1988, Mr Ooi graduated from La Trobe University (Melbourne, Australia) with a 
Bachelor of Economics (Accounting). Upon his return to Asia, Mr Ooi started off as a real-estate developer. Mr 
Ooi founded Golden Wave Sdn Bhd, a billion-dollar commercial development project in Kota Kinabalu, East 
Malaysia. Mr Ooi was instrumental in developing that project with the local government authorities.  

Mr Ooi is a high net worth individual. One of his most significant and recent investment is his holdings in SGX 
(Singapore mainboard listed) company Blumont Group Ltd (SGX.A33) which has a market capitalisation of 
SGD$1.36 billion as at 2 May 2013 (approximately AUD$1.121 billion as at 3 June 2013). Mr Ooi is currently 
the second largest shareholder in Blumont Group Ltd and holds 169,118,000 shares in the company. The 
stock recently trade at SGD0.83 per share (approximately AUD0.68 per share as at 3 June 2013), making the 
total value of his Blumont shares at SGD$140,367,940 (approximately AUD$115,746,321 as at 3 June 2013). 

His other interests include projects in Sabah; residential developments in KolKol and Tenom, and a sea front 
resort in Marudu, and the Centrepoint Shopping Centre in Kota Kinabalu. 

Since 2010, Mr Ooi has ventured from real property development to investing in public and private equities in 
Asia. Most significant and recent are his holdings in SGX (Singapore mainboard listed) company Blumont 
Group (market cap SGD$1.36 billion as at 2 May 2013). Mr Ooi holds a substantial stake in the Blumont 
Group and is its second largest shareholder. 

Blumont Group Ltd operates an investment holding business (including equity investments) and a real 
property development and management business.  In March 2013, Blumont acquired an 11.6% interest in 
Celsius Coal Ltd (ASX:CLA). 

Prior to the current transaction, there were no existing interests or relationship between Express-Link and the 
Company. The Company began its relationship with Express-Link when Mr Ooi approached the Company.  

Express-Link is a company incorporated in accordance with the laws of the British Virgin Islands (Company 
Number 17598547) and is wholly owned by Mr Ooi Cheu Kok.  Express-Link has no subsidiaries or affiliated 
companies. The sole director of Express-Link is Mr Ooi Cheu Kok. Express-Link does not have any other 
Australian operations as at the date of this Notice. 

Shareholders should note that Express-Link, incorporated in the British Virgin Islands, is not subject to the 
same requirements as Australian companies. Accordingly, Shareholders of the Company may not be able to 
obtain the same information about internationally incorporated Express-Link, and its operations, that they may 
be able to obtain about domestic Australian incorporated companies. 

Express-Link’s major activities are investment, and, accordingly, Express-Link has decided to invest in the 
Company as part of its investment strategy. 

Express-Link has advanced an initial amount of $3,000,000 to the Company for the initial tranche of bonds. It 
is proposed that required funding for the remaining tranches (totaling $97,000,000) payable by Express-Link 
over a 21 month period under the Funding Agreement will be facilitated by its shareholder, Mr Ooi, either as 
a capital contribution or loan to Express-Link. Mr Ooi is a high net worth individual and has numerous other 
investments and property holdings in Asia. 

3.1 Express-Link's intentions 

This section sets out Express-Link's stated intentions, on the basis of the facts and information concerning 
the Company t ha t  are known to it and the existing circumstances affecting the business of the Company. 

(a) Review 

Express-Link and its advisers have reviewed certain information that has been publicly released on the 
Company, its current activities and its plans for the future, and had certain limited discussions with the 
Company in relation to its businesses. 

However, Express-Link does not necessarily have knowledge of all material information, facts and 
circumstances that are necessary to assess the operational, commercial, taxation and financial 
implications of its current intentions. Consequently, final decisions on all of these matters have not been 
made, and any decisions already made may be subject to change. 

If Express-Link subscribes for and Converts the Convertible Bonds, Express-Link may, to the extent 
that information is available to it, conduct a review of the operations, assets, structure and employees of 
the Company in light of that information. Final decisions will only be reached after that review and in 
light of all material facts and circumstances.  As such, statements referred to in this section are 
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statements of current intention only which may change as new information becomes available or 
circumstances change.  The statements referred to in this section 3 should be read in this context. 

(b) Intentions 

Express-Link's current intentions (if the Funding Agreement is approved and completed) are for the 
Company to commence ramping up of its Imperial and Central mine projects as soon as practical, on a 
sustainable basis and to maximise the value of the Company for all Shareholders over the long term. 

Except for the changes and intentions referred to in this section 3.1 and elsewhere in this Explanatory 
Statement, Express-Link indicates that it intends, based on the information presently known to it: 

(i) to continue the business of the Company as it is currently conducted (subject to implementing the 
development programme set out in section 1.3); 

(ii) not to make any major changes to the business of the Company or the deployment of the 
Company's assets; 

(iii) not to transfer any Company property between the Company and Express-Link or any person 
associated with Express-Link; 

(iv) not intend to acquire any additional shares in the Company on-market during the term of the Bonds; 

(v) to continue the employment of the Company's existing Employees; 

(vi) not to interfere with the Company maintaining a strong Board that operates independently of, and 
separately to, Express-Link; and 

(vii) not to significantly change the financial or dividend distribution policies of the Company. 

Express-Link has the right to convert the Convertible Bonds and, as explained elsewhere in this 
Explanatory Statement, Express-Link may be placed in a position of control over the Company under 
certain scenarios if Express-Link converts all of the Convertible Bonds. 

Before Express-Link can Convert the Convertible Bonds, a number of conditions must be satisfied, including 
Shareholder approval under this Notice of Meeting, appropriate disclosure to ensure there are no restrictions 
on Express-Link’s ability to sell i t s  Convertible Bonds, Express-Link having obtained FIRB approval 
(Citigold is advised that the FIRB Approval obtained by Express-Link covers all subscription tranches, is valid until 
15 May 2015 and permits Express Link Management to hold a maximum of 52% of the ordinary share capital of 
the Company) and any other regulatory approvals that apply (if any) and there being no material adverse 
change in relation to the Company, including the Company remaining listed on ASX. 

If Express-Link were to gain effective control of the Company, subject to the Corporations Act and the 
Company’s constitution, Express-Link would have the ability to appoint a majority of the Directors on the 
Company’s Board. 

The Company currently has seven directors on its Board. Mr Ooi, the sole Director and shareholder of 
Express-Link has advised that he is intending to appoint one non-executive Director to the Board, who 
would be an additional Director but that no other changes are intended.  

Mr Ooi does not intend to be personally engaged in running the Company, and, other than the appointment 
of the additional non-executive Director referred to above, Express-Link does not intend to make changes to 
the senior management of the Company and does not intend to appoint any employees to the Company. Mr 
Ooi believes that appointments of senior management personnel and employees are matters for the 
management of the Company. 

If the Company were to become a partly owned subsidiary of Express-Link, the implementation of any 
change Express-Link intends to make to the objectives and goals of the Company (which Express-Link has 
not currently identified) will be subject to: 

(i) the law and the ASX Listing Rules, particularly in relation to related party transactions and conflicts of 
interest; and 

(ii) the legal obligation of the Company’s Board to act for proper purposes and in the best interests of 
the Company’s Shareholders as a whole. 

3.2 Proposed Director if members approve the Resolutions 

Under the Funding Agreement, Express-Link may nominate a representative to the Company’s Board. At 
the date of this notice Express-Link has not nominated its representative.   

4. About the Company 
4.1 History 

Citigold is an Australian Public Company listed on the Australian Securities Exchange (ASX), trading code 
‘CTO’, in 1993.   
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After achieving 100% control of the goldfield in 2004, based on over 146 kilometres of drilling plus extensive 
past mining data, Citigold in 2005 announced a JORC compliant Inferred Mineral Resource of 10 million 
ounces of gold in 23 million tonnes of mineralisation having an estimated gold content of 14 grams per tonne. 

Citigold, in 2012, updated the Inferred Mineral Resource to 11 million ounces of gold in 25 million tonnes of 
mineralisation having an estimated gold content of 14 grams per tonne. The Probable Ore Reserve increased 
to 620,000 ounces of gold in 2,500,000 tonnes at 7.7 grams per tonne gold.  This upgrade was based on a 
data base of over 300 kilometres of drilling plus the extensive mining data. 

4.2 Key Assets 

Citigold Corporation Limited is developing the 11 million ounce Charters Towers gold deposit and has 
commenced commercially extracting gold with the objective to build up gold production from its underground 
mines in stages to over 300,000 ounces per annum.  

The Charters Towers area produced over 200 tonnes (6.6 million ounces) of gold from 1871-1917. The gold 
is concentrated in sheeted veins (reefs) and is Australia’s highest grade major goldfield with the historical 
average grade of 38 grams per tonne (over 1 ounce per tonne). The regional area, in recent years, has 
produced an additional 8 million ounces. 

The Company has already invested almost $200 million building the required infrastructure to grow 
production, including a 340,000 tonne per annum process plant, over 4 kilometres of underground access 
declines, workshops, offices, site based access to the state electricity grid, mobile mining fleet and water 
storage and access facilities. This infrastructure is all accessed by paved roads maintained by the state 
authority. 

4.3 Mineral Resources  

Table 3 
 

Category Tonnes Grade 
g/t Au 

Cut off Contained 
Ounces 

Inferred Mineral Resource 25,000,000 14.0 3.0 g/t 11,000,000 

Indicated Mineral Resources (includes 
Probable Ore Reserves) 

3,200,000 7.6 4.0 g/t 780,000 

Probable Ore Reserves (derived from and 
contained within Indicated Mineral Resource) 

2,500,000 7.7 4.0 g/t 620,000 

 

4.4 Current Directors 

As at the date of this Explanatory Statement, the Company's Directors are: 

Table 4: 

Director Position Interest in the Company Shares 

Mr John Foley Chairman 4,736,450 

Mr Mark Lynch  Managing Director 81,347,083 

Dr Brian White  Executive Director 28,350 

Mr Matthew Gill  Non Exec. Director - 

Mr Kim Koh  Non Exec. Director 49,000,000 

Mr Satish Panchariya  Non Exec. Director - 

Mr Raymond Tan  Non Exec. Director - 
 
4.5 Current capital structure 

The  following sets out the capital structure of the Company as at the date of this Explanatory Statement. 

Table 5 

Securities on Issue Number 

Shares  1,352,907,765 

Convertible Bonds                                                                3 
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Options (Options expiring 28 June 2015) 7,997,917 
 

4.6 Top 20 Shareholders 

The top 20 Shareholders of the Company as at 3 June 2013, being the last practical date before the date of 
this Explanatory Statement are shown in the table below: 

Table 6: 
 

Shareholders 
 

Shares 
 

Relevant interest 
% 

Liongold Corp Ltd 239,285,714 17.69 
K Sera Sera Holdings Pty Ltd 96,951,372 7.16 
Citicorp Nominees Pty Limited 72,729,805 5.38 
Aurora Investments Limited 68,659,983 5.07 
UOB Kay Hian Private Ltd 45,638,105 3.37 
Phillip Securities Pte Ltd 39,363,471 2.91 
JP Morgan Nominees Australia Limited 38,661,707 2.86 
Dmg & Partners Securities Pte Ltd 29,082,913 2.15 
JFO Investments Pty Ltd 21,542,292 1.59 
HSBC Custody Nominees Limited 20,123,438 1.49 
Mr Kim Teck Koh 20,000,000 1.48 
JF Apex Securities Berhad 11,645,132 0.86 
Mr Weitian Zhang 9,899,129 0.73 
Underwriting & Mining Investment Corp P/L 9,832,732 0.73 
Nefco Nominees Pty Ltd 8,354,757 0.62 
Bill Ford Nominees Pty Ltd 6,153,981 0.45 
John Francis Lynch 5,669,090 0.42 
Miss Lily Lee 5,500,000 0.41 
Mr Kenos + Mrs Kenos 5,000,000 0.37 
Pal Group Limited 4,411,111 0.33 

 
Top 20 total 758,504,732 56.07 

 

4.7 Substantial Shareholders 

Based on the substantial holder reporting information provided to the Company, the Substantial 
Shareholders of the company are: 

Table 7: 

 

 

 

 

5. Impact on the Company's Financial Position 
5.1 Use of funds made available under the Express-Link Facilities 

The funding from the Funding Agreement will be used for the development of the Company’s Charters Towers 
project, as set out in section 1.3. 

5.2 Pro forma balance sheet 

The audited consolidated balance sheet of Citigold at 30 June 2012, the unaudited balance sheet at 31 March 
2013 and the unaudited pro forma balance of Citigold at 31 March 2013 are set out below. The pro forma 
balance sheet is based on the unaudited accounts of Citigold as at 31 March 2013 adjusted for the Funding 
Agreement as set out below. 

The pro forma balance sheet at 31 March 2013 assumes the following occurred as at that date: 

Shareholder Number of shares Relevant interest (%) 

  Liongold Corp Ltd 239,285,714 17.69 
  K Sera Sera Holdings Pty Ltd 96,951,372 7.16 
  Aurora Investments Limited 68,659,983 5.07 
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(i) issue of the convertible notes ($100M) to Express-Link in accordance with the Convertible Note 
Deed. The pro forma balance sheet assumes net cash received as there are no commissions 
payable on the Proposed Transaction and transaction costs (professional fees) are immaterial. 
The $99.85M is allocated between debt ($76.22M), equity ($23.63M). No tax effect accounting 
is taken into consideration as any deferred tax liability is offset against carried forward tax 
losses (previously unrecognised). 

 $’000 
 Actual Pro Forma 
 Jun-12 Mar-13 Mar-13 
Current assets    
Cash and cash equivalents      3,182 454 100,304 
Receivables  7,230 633 633 
Inventories 203 607 607 
 10,615 1,694 101,544 
Non-current assets    
Investments in associates  2,960 - - 
Property, plant and equipment  195,793 204,993 204,993 
Other  553 553 553 
 199,306 205,546 205,546 
 209,921 207,240 307,090 
    
Liabilities    
Payables and accrued liabilities 7,803 5,047 5,047 
Borrowings 3,405 1,075 1,075 
Provisions 2,489 1,425 1,425 
Convertible Notes - unsecured - - 76,220 
 13,697 7,547 83,767 
Net assets  196,224 199,693 223,323 

    
Equity    
Issued capital  189,868 197,868 197,868 
Other equity – value of conversion rights - - 23,630 
Reserves  39,311 39,257 39,257 
Accumulated Losses  (33,024) -37,501 -37,501 
Minority interest  69 69 69 
 196,224 199,693 223,323 

    

6. Impact on the Company's Capital Structure 
6.1 Current capital structure 

See section 4.5 for details of the Company's current capital structure. 

6.2 Potential capital structure as a result of the Funding Agreement 

As at the date of this Explanatory Statement, Express-Link does not have a relevant interest in the 
Company. 

If the Funding Agreement is approved and Resolutions 1 and 2 are passed by Shareholders, and all other 
conditions to the Funding Agreement are satisfied, the Convertible Bonds will be issued to Express-Link. 

Assuming that the Company issues the Convertible Bonds for the full $100 million, and no Convertible 
Bonds have been Converted into Shares, the capital structure of the Company will be as follows: 

Table 8: 

Securities on Issue Number 

Shares  1,352,907,765 
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Convertible Bonds                                                                100 

Options (Options expiring 28 June 2015) 7,997,917 

 

Under the terms of the Funding Agreement, in certain circumstances, Express Link may elect to Convert the 
Convertible Bonds into Shares in the Company and not have the Company repay the outstanding aggregate 
face value in cash.  The capital structure of the Company if the Convertible Bonds are converted into Shares 
and not repaid in cash, is set out below in section 6.4. 

6.3 Conversion mechanism for Convertible Bonds and effect of Conversion on the Company 

The number of Shares to be issued upon conversion of a Convertible Bond is determined as follows: 

Principal Amount 

Conversion Price in effect on the 
conversion date 

Where: 

Principal Amount means, in respect of each Convertible Bond at any time, the outstanding principal 
amount of that Convertible Bond. 

Conversion Price means 7 cents. 

The Conversion Price in effect on the Conversion date will be the Conversion Price, subject to any 
subsequent adjustment in accordance with the Convertible Bond Agreement.   

6.4 Express-Link's potential shareholding in the Company 

The level of Express-Link's maximum potential shareholding will ultimately depend on: 

(a) the extent to which Express-Link subscribes for Convertible Bonds under the Funding Agreement 
and therefore the aggregate value of the Convertible Bonds issued to Express-Link; 

(b) the extent to which the Convertible Bonds are converted into Shares and not repaid in cash; 

(c) the Conversion Price for the Convertible Bonds (as adjusted in accordance with the terms of the 
Funding Agreement); 

(d) the number of Shares on issue at the time the Convertible Bonds are converted into Shares; and 

(e) the number of Shares held by Express-Link at the time that the Convertible Bonds are converted into 
Shares. 

The table below assumes the following: 

(a) The Company issues Convertible Bonds to Express-Link for the full $100 million; 

(b) All Convertible Bonds are converted into Shares in accordance with their terms; 

(c) Express-Link does not acquire any Shares (other than the Subscription Shares) until Conversion of 
the Convertible Bonds and the Company does not issue any additional Shares prior to the 
Conversion of the Convertible Bonds; and 

(d) No adjustment event occurs that would result in an amendment to the Conversion Price of the 
Convertible Bonds (for example, if the Company makes a bonus issue of Shares, or if there were a 
consolidation or subdivision of Shares). 

Prior to Conversion of the Convertible Bonds, Express-Link would not be restricted from acquiring Shares 
on-market, subject to the limits imposed by Australia's takeover laws.   If Express-Link acquires additional 
Shares, this will increase Express-Link's total percentage shareholding following any Conversion of the 
Convertible Bonds. Express-Link has confirmed that it currently has no intention of acquiring additional 
Shares in the Company on-market during the term of the Bonds.  Further, such an acquisition would need 
FIRB approval. 

Table 9 

Capital 

structure 

Scenario 1 

Conversion of none of 
the Convertible Bonds 

 

Scenario 2 

Conversion of half of the 
Convertible Bonds 

Scenario 3 

Conversion of all of 
the Convertible Bonds 

Shares  1,352,907,765 2,067,193,480 2,781,479,194 



 

Citigold Corporation Limited – Notice of General Meeting  Page 24 
 

7. Additional Information 
7.1 Regulatory requirements 

Section 606(1) of the Corporations Act provides that a person must not (without an available exemption 
under the Corporations Act) acquire a relevant interest in issued voting shares of a listed company if the 
person acquiring the interest does so through a transaction in relation to the securities entered into by or 
on behalf of the person and, because of the transaction, that person’s or someone else’s voting power in the 
listed company increases: 

(a) from 20% or below to more than 20%; or 

(b) from a starting point that is above 20% and below 90%.  

Under section 608(1) of the Corporations Act, a person has a relevant interest in securities if they are the 
holder of the securities, have power to exercise, or control the exercise of, a right to vote attached to the 
securities or have power to dispose of, or control the exercise of a power to dispose of, the securities.  It 
does not matter how remote the relevant interest is, or how it arises.  If two or more people can jointly 
exercise one of these powers, each of them is taken to have that power. 

7.2 Section 611, item 7 approval 

An exemption for the issue of the Convertible Bonds (and the issue of any Shares upon conversion of the 
Convertible Bonds) is available under item 7 of section 611 of the Corporations Act. 

This section broadly provides that an acquisition approved previously by a resolution passed at a general 
meeting of the company in which the acquisition is made is exempt from the prohibition in section 606(1), if: 

(a) no votes are cast in favour of the resolution by: 

(i) the person proposing to make the acquisition and their associates; or 

(ii) the persons (if any) from whom the acquisition is to be made and their associates; and 

(b) the members of the Company were given all information known to the person proposing to make 
the acquisition or their associates, or known to the Company, that was material to the decision on 
how to vote on the resolution, including: 

(i) the identity of the person proposing to make the acquisition and their associates; 

(ii) the maximum extent of the increase in that person's voting power in the company that 
would result from the acquisition; 

(iii) the voting power that person would have as a result of the acquisition; 

(iv) the maximum extent of the increase in the voting power of each of that person's associates 
that would result from the acquisition; and 

(v) the voting power that each of that person's associates would have as a result of the 
acquisition. 

The Notice of Meeting includes a voting prohibition statement restricting Express-Link and each of its 
associates from voting on the resolutions.  The information required under item 7 of section 611 of the 
Corporations Act is also set out below. 

The voting power of a person in a body corporate is determined in accordance with section 610 of the 
Corporations Act.  The calculation of a person’s voting power in a company involves determining the voting 
shares in the company in which the person, and the person’s associates, have a relevant interest. 

An “associate” of a company includes (among others): 

(a) a body corporate that controls the company or a body corporate controlled by the company; 

(b) a person with whom the company has, or proposes  to enter into, a relevant agreement for the 
purposes of controlling or influencing the composition of the company’s board or the conduct of the 
company’s affairs; and 

(c) a person who is acting or proposing to act in concert in relation to the company’s affairs. 

Resolution 1 seeks Shareholder approval for the purposes of item 7 of section 611 of the Corporations Act for 
the issue 100 Convertible Bonds. 

The following information is provided to Shareholders: 

(a) The identity of the person proposing to make the acquisition and their associates 

The Convertible Bonds, and any Shares issued upon conversion of the Convertible Bonds, being 
issued pursuant to Resolution 1, are being issued to Express-Link or its related body corporate. 
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See section 3 for further information about Express-Link. 

(b) The maximum extent of the increase in that person’s voting power in the company and the voting 
power that would result from the acquisition. 

Express-Link currently has zero voting power in the Company.  The increase in Express-Link's 
voting power from this initial point will ultimately depend on: 

(i) the number of Convertible Bonds ultimately subscribed for by Express-Link; 

(ii) the extent to which the Convertible Bonds are converted into Shares and not repaid in cash; 

(iii) the Conversion Price for the Convertible Bonds (as adjusted in accordance with the terms 
of the Funding Agreement); 

(iv) the number of Shares on issue at the time the Convertible Bonds are converted into 
Shares; and 

(v) the number of Shares held by Express-Link at the time the Convertible Bonds are 
Converted into Shares. 

For illustrative purposes, various scenarios have been included in section 6.4. 

(c) The maximum extent of the increase in the voting power of each of that person’s associates and 
the voting power that would result from the acquisition. 

The maximum extent of each of Express-Link’s associates' increase in voting power, and its voting 
power, will be equivalent to the increase in voting power held by Express-Link.  For further details of 
the potential voting power of Express-Link, see section 6.4. 

7.3 ASIC Regulatory Guide 74 

ASIC Regulatory Guide 74 requires that the following information be provided to Shareholders to enable 
Shareholders to make an informed decision on the Resolutions: 

(a) The identity of the allottee or purchaser and any person who will have a relevant interest in the 
shares to be allotted or purchased. 

(b) The Convertible Bonds, and any Shares issued upon conversion of the Convertible Bonds, are 
currently intended to be issued to Express-Link Management Limited.    

(c) See section 3 for further information about Express-Link. 

(d) Full particulars (including the number and the percentage) of the Shares in the company to which 
the allottee or purchaser is or will be entitled immediately before and after the proposed acquisition. 

(e) Full details of the of the potential shares in the Company to which the allottee or purchaser is or will 
be entitled immediately before and after the  proposed acquisition are set out in section 6.4. 

(f) The identity, associations (with the allottee, purchaser or vendor and with any of their associates) 
and qualifications of any person who it is intended will become a Director if the Shareholders agree 
to the allotment or purchase. 

(g) See section 3.1 above. 

(h) A statement of the allottee’s or purchaser’s intentions regarding the future of the company if 
Shareholders agree to the allotment or purchase, and in particular, any intention to change the 
business of the company; any intention to inject further capital into the company and if so, how; the 
future employment of the present employees of the company; any proposal whereby any property 
will be transferred between the company and the allottee, vendor or purchaser or any person 
associated with any of them; and any intention to otherwise redeploy the fixed assets of the 
company. 

See section 3.1 above. 

(i) Particulars of the terms of the proposed allotment or purchase and any other contract or proposed 
contract between the allottee and the company or vendor or any of their associates which is 
conditional upon, or directly or indirectly dependent on, Shareholders’ agreement to the allotment or 
purchase 

All the Convertible Bonds except those under Tranche 1 are subject to Shareholder approval under 
item 7 of Section 611 of the Corporations Act. 

(j) When the allotment is to be made or the purchase is to be completed. 

The Convertible Bonds will be subscribed for, and issued to, Express-Link in accordance with the 
timetable set out in Table 1 above. 
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Express-Link may Convert any Convertible Bonds it holds in increments of $1 million at any time 
before the Maturity Date and Conversion Shares must be issued within 1 business day after receipt 
by the Company of the relevant notice from Express-Link. 

(k) An explanation of the reasons for any proposed allotment. 

An explanation of the rationale for the Funding Agreement, including the issue of the Convertible 
Bonds, is set out in section 2. 

(l) The interests of the Directors in the Resolutions 

The Directors do not have a material personal interest in the outcome of the resolutions other than in 
their capacity as Shareholders.  The Directors' interests in Shares and Options are set out in section 
4.4 above. 

(m) The recommendation or otherwise of each Director as to whether the non- associated Shareholders 
should agree to the acquisition, and the reasons for that recommendation or otherwise. 

The Directors unanimously recommend Shareholders vote in favour of the Resolutions

The Directors concluded that the Funding Agreement represents the best funding proposal for the 
Company for the reasons set out in this Notice of Meeting, including those set out in more detail in 
section 

 to approve 
the Funding Agreement.  This recommendation is based on the information set out in this document 
and as a result of the Independent Expert finding that the Funding Agreement is not fair but 
reasonable to Shareholders who are not associated with Express-Link. 

2.1 and on pages 10 and 11. 

The Directors further note that the Independent Expert has found the Funding Agreement to be not 
fair but reasonable to Shareholders who are not associated with Express-Link (for more information, 
see pages 12 and 13). 

(n) Any intention of the acquirer to change significantly the financial or dividend policies of the company. 

Express-Link has not indicated any such intention to the Company. 

(o) An analysis of whether the proposal is fair and reasonable when considered in the context of the 
interests of the Shareholders other than those involved in the proposed allotment or purchase or 
associated with such persons. 

In accordance with ASIC Regulatory Guide 74, the Company commissioned BDO to prepare an 
Independent Expert’s Report to assess whether the Express-Link Facilities are fair and reasonable to 
Shareholders not associated with Express-Link. 

The Independent Expert’s Report concluded that the Funding Agreement is not fair but reasonable to 
Shareholders who are not associated with Express-Link. 

A copy of the Independent Expert’s Report is contained in Attachment A. 

Neither the Company nor the Directors are aware of any additional information not set out in this 
Explanatory Statement that would be relevant to Shareholders in deciding how to vote on the 
Resolutions. 

7.4 Application of Listing Rule 7.1 

Listing Rule 7.1 imposes a limit on the number of equity securities (eg shares or options to subscribe for 
shares) that a company can issue without shareholder approval.  In general terms, a company may not, 
without prior shareholder approval, issue equity securities if the equity securities will in themselves or when 
aggregated with the securities issued by the company during the previous 12 months, exceed 15% of the 
number of fully paid ordinary shares on issue at the commencement of that 12 month period. 

Listing Rule 7.2, exception 16 states that Listing Rule 7.1 does not apply to an issue of securities approved by 
shareholders for the purposes of item 7 of section 611 of the Corporations Act.  Accordingly, the resolutions 
do not seek approval for the issue of Convertible Bonds, or the issue of Shares upon conversion of the 
Convertible Bonds, to Express-Link for the purposes of Listing Rule 7.1. 

7.5 Voting prohibition statement 

In accordance with item 7 of section 611 of the Corporations Act, none of Express-Link and its associates are 
permitted to vote in favour of the Resolutions. 

7.6 Consents 

Each of the following persons has consented in writing to being named in this Explanatory Statement in the 
form and context in which they are named, and has not withdrawn that consent as at the date of this 
Explanatory Statement: 

(a) Express-Link; and 

(b) BDO. 
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The Independent Expert also consents to the inclusion of the Independent Expert's Report and references to 
the Independent Expert's Report in this Explanatory Statement, in the form and context in which they are 
included. 

8. Glossary 
AEST means Australian Eastern Standard Time. 

ASIC  means the Australian Securities and Investments Commission. 

ASX  means ASX Limited (ACN 008 624 691). 

ASX Listing Rules or Listing 
Rules 

means the official listing rules of ASX. 

Board means the Company Board of Directors. 

Conversion means the conversion of the Convertible Bonds into Shares in 
accordance with the terms of the issue of the Convertible Bonds and 
Funding Agreement, essentially involving the issue of Shares at an 
issue price of 7 cents in repayment of the outstanding balance of the 
Convertible Bonds. 

Convertible Bond means the unsecured bonds in the Company to be issued to Express-
Link Management Limited pursuant to the Funding Agreement. 

Corporations Act means the Corporations Act 2001 (Cth). 

Director means a current director of the Company. 

FIRB Approval means the Treasurer of the Commonwealth of Australia approving or 
failing to object to the Funding Agreement and transactions 
contemplated in it under the Foreign Acquisition and Takeovers Act 
1975 (Cth). 

Funding Agreement means the agreement between the Company and Express-Link 
Management Limited dated 9 April 2013 pursuant to which Express-
Link has agreed to subscribe, subject to certain limited conditions, for 
$100 million in Convertible Notes. 

Fully Diluted  means having regard to the maximum number of Shares that would 
be on issue of all securities in the Company convertible into Shares 
were Converted. 

Independent Expert means BDO Corporate Finance (QLD) Ltd. 

Notice of Meeting means  the notice of general meeting accompanying this Explanatory 
Statement 

Report means the Independent Expert’s Report of BDO dated 30 May 2013. 

Resolution means a resolution 1 put to Shareholders in this Notice of Meeting. 

Share means a fully-paid Ordinary Share in the Company. 

Shareholder means a holder of a Share. 

Tranche 1 means the 3 Convertible Bonds issued on 16 April 2013 pursuant to 
the Funding Agreement and having an aggregate face value of $3 
million. 
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���� +LVWRULFDO�)LQDQFLDO�,QIRUPDWLRQ� ���

���� %DFNJURXQG�RI�(/0� ���

���� $VVHVVPHQW�RI�WKH�)DLUQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ� ���

���� ,PSOLHG�&DSLWDO�5DLVLQJ�3ULFH�RI�WKH�3URSRVHG�7UDQVDFWLRQ� ���

���� $SSURSULDWHQHVV�RI�&DSLWDO�5DLVLQJ�'LVFRXQW�RU�3UHPLXP� ���

���� &LWLJROG·V�$ELOLW\�WR�5DLVH�)XQGV� ���
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���� &RQVLGHUDWLRQ�RI�WKH�5DWH�RI�5HWXUQ�RQ�WKH�&RQYHUWLEOH�%RQGV� ���

���� &RQWURO�3UHPLXP� ���

���� $VVHVVPHQW�RI�)DLUQHVV� ���

���� $VVHVVPHQW�RI�WKH�5HDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ� ���

���� $GYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ� ���

���� 'LVDGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ� ���

���� 3RVLWLRQ�RI�&LWLJROG�6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�1RW�$SSURYHG� ���

���� 5HDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ� ���

���� 6RXUFHV�RI�,QIRUPDWLRQ� ���

����� 5HSUHVHQWDWLRQV��,QGHPQLWLHV�DQG�:DUUDQWLHV� ���

����� 5HSUHVHQWDWLRQV� ���

����� ,QGHPQLWLHV�DQG�:DUUDQWLHV� ���

����� ([SHULHQFH��'LVFODLPHUV�DQG�4XDOLILFDWLRQV� ���

$SSHQGL[�$�²�,QGXVWU\�,QIRUPDWLRQ� ���

$��� *ROG�0LQLQJ�LQ�$XVWUDOLD� ���

$SSHQGL[�%�²�&DSLWDO�5DLVLQJV�&RQGXFWHG�E\�*ROG�([SORUDWLRQ�&RPSDQLHV� ���

$SSHQGL[�&�²�&RQWURO�3UHPLXP�5HVHDUFK� ���

$SSHQGL[�'�²�(VWLPDWH�RI�)XWXUH�&DVK�)ORZ�IURP�&RQYHUWLEOH�%RQGV� ���

'��� 'UDZGRZQ�RI�3ULQFLSDO�RQ�&RQYHUWLEOH�%RQGV� ���

'��� (VWLPDWH�RI�3ULQFLSDO�DQG�,QWHUHVW�3D\PHQWV�RQ�&RQYHUWLEOH�%RQGV� ���

�
�
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)LQDQFLDO�6HUYLFHV�*XLGH�
7KH�)LQDQFLDO�6HUYLFHV�*XLGH��¶)6*·��LV�SURYLGHG�WR�FRPSO\�ZLWK�WKH�OHJDO�UHTXLUHPHQWV�LPSRVHG�E\�WKH�
&RUSRUDWLRQV�$FW������DQG�LQFOXGHV�LPSRUWDQW�LQIRUPDWLRQ�UHJDUGLQJ�WKH�JHQHUDO�ILQDQFLDO�SURGXFW�DGYLFH�
FRQWDLQHG�LQ�WKLV�UHSRUW��¶WKLV�5HSRUW·����7KH�)6*�DOVR�LQFOXGHV�JHQHUDO�LQIRUPDWLRQ�DERXW�%'2�&RUSRUDWH�
)LQDQFH��4/'��/WG��¶%'2�&)4·�RU�¶ZH·��¶XV·�RU�¶RXU·���LQFOXGLQJ�WKH�ILQDQFLDO�VHUYLFHV�ZH�DUH�DXWKRULVHG�WR�
SURYLGH��RXU�UHPXQHUDWLRQ�DQG�RXU�GLVSXWH�UHVROXWLRQ��

%'2�&)4�KROGV�DQ�$XVWUDOLDQ�)LQDQFLDO�6HUYLFHV�/LFHQFH�WR�SURYLGH�WKH�IROORZLQJ�VHUYLFHV��

D�� ILQDQFLDO�SURGXFW�DGYLFH�LQ�UHODWLRQ�WR�GHSRVLW�DQG�SD\PHQW�SURGXFWV��OLPLWHG�WR�EDVLF�GHSRVLW�SURGXFWV�
DQG�GHSRVLW�SURGXFWV�RWKHU�WKDQ�EDVLF�GHSRVLW�SURGXFWV���VHFXULWLHV��GHULYDWLYHV��PDQDJHG�LQYHVWPHQWV�
VFKHPHV��VXSHUDQQXDWLRQ��DQG�JRYHUQPHQW�GHEHQWXUHV��VWRFNV�DQG�ERQGV��DQG�

E�� DUUDQJLQJ�WR�GHDO�LQ�ILQDQFLDO�SURGXFWV�PHQWLRQHG�LQ�D��DERYH��ZLWK�WKH�H[FHSWLRQ�RI�GHULYDWLYHV��

*HQHUDO�)LQDQFLDO�3URGXFW�$GYLFH�

7KLV�5HSRUW�VHWV�RXW�ZKDW�LV�GHVFULEHG�DV�JHQHUDO�ILQDQFLDO�SURGXFW�DGYLFH���7KLV�5HSRUW�GRHV�QRW�FRQVLGHU�
SHUVRQDO�REMHFWLYHV��LQGLYLGXDO�ILQDQFLDO�SRVLWLRQ�RU�QHHGV��DQG�WKHUHIRUH�GRHV�QRW�UHSUHVHQW�SHUVRQDO�
ILQDQFLDO�SURGXFW�DGYLFH���&RQVHTXHQWO\�DQ\�SHUVRQ�XVLQJ�WKLV�5HSRUW�PXVW�FRQVLGHU�WKHLU�RZQ�REMHFWLYHV��
ILQDQFLDO�VLWXDWLRQ�DQG�QHHGV���7KH\�PD\�ZLVK�WR�REWDLQ�SURIHVVLRQDO�DGYLFH�WR�DVVLVW�LQ�WKLV�DVVHVVPHQW��

7KH�$VVLJQPHQW�

%'2�&RUSRUDWH�)LQDQFH��4/'��/WG�$%1�����������������$XVWUDOLDQ�)LQDQFLDO�6HUYLFHV�/LFHQFH�1R���������
KDV�EHHQ�HQJDJHG�WR�SURYLGH�JHQHUDO�ILQDQFLDO�SURGXFW�DGYLFH�LQ�WKH�IRUP�RI�D�UHSRUW�LQ�UHODWLRQ�WR�D�
ILQDQFLDO�SURGXFW���6SHFLILFDOO\��%'2�&)4�KDV�EHHQ�HQJDJHG�WR�SURYLGH�DQ�LQGHSHQGHQW�H[SHUW·V�UHSRUW�WR�
WKH�VKDUHKROGHUV�RI�&LWLJROG�&RUSRUDWLRQ�/LPLWHG��¶&LWLJROG·�RU�¶WKH�&RPSDQ\·��LQ�UHODWLRQ�WR�WKH�LVVXH�RI�
FRQYHUWLEOH�ERQGV��¶WKH�3URSRVHG�7UDQVDFWLRQ·��WR�([SUHVV�/LQN�0DQDJHPHQW�/LPLWHG����

)XUWKHU�GHWDLOV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�WR�ZKLFK�WKLV�5HSRUW�UHODWHV�DUH�VHW�RXW�LQ�6HFWLRQ�����7KH�
VFRSH�RI�WKLV�5HSRUW�LV�VHW�RXW�LQ�GHWDLO�LQ�6HFWLRQ�����7KLV�5HSRUW�SURYLGHV�DQ�RSLQLRQ�DV�WR�ZKHWKHU�RU�QRW�
WKH�3URSRVHG�7UDQVDFWLRQ�LV�IDLU�DQG�UHDVRQDEOH�WR�WKH�&LWLJROG�VKDUHKROGHUV�����

7KLV�5HSRUW�FDQQRW�EH�UHOLHG�XSRQ�IRU�DQ\�SXUSRVH�RWKHU�WKDQ�WKH�SXUSRVH�PHQWLRQHG�DERYH�DQG�FDQQRW�EH�
UHOLHG�XSRQ�E\�DQ\�SHUVRQ�RU�HQWLW\�RWKHU�WKDQ�WKRVH�PHQWLRQHG�DERYH��XQOHVV�ZH�KDYH�SURYLGHG�RXU�
H[SUHVV�FRQVHQW�LQ�ZULWLQJ�WR�GR�VR���$�VKDUHKROGHU·V�GHFLVLRQ�WR�YRWH�IRU�RU�DJDLQVW�WKH�3URSRVHG�
7UDQVDFWLRQ�LV�OLNHO\�WR�EH�LQIOXHQFHG�E\�WKHLU�SDUWLFXODU�FLUFXPVWDQFHV��IRU�H[DPSOH��WKHLU�WD[DWLRQ�
FRQVLGHUDWLRQV�DQG�ULVN�SURILOH���(DFK�VKDUHKROGHU�VKRXOG�REWDLQ�WKHLU�RZQ�SURIHVVLRQDO�DGYLFH�LQ�UHODWLRQ�
WR�WKHLU�RZQ�FLUFXPVWDQFHV��

)HHV��FRPPLVVLRQV�DQG�RWKHU�EHQHILWV�ZH�PD\�UHFHLYH�

:H�FKDUJH�D�IHH�IRU�SURYLGLQJ�UHSRUWV��7KH�IHHV�DUH�QHJRWLDWHG�ZLWK�WKH�SDUW\�ZKR�HQJDJHV�XV�WR�SURYLGH�D�
UHSRUW���:H�HVWLPDWH�WKH�IHH�IRU�WKH�SUHSDUDWLRQ�RI�WKLV�5HSRUW�ZLOO�EH�DSSUR[LPDWHO\���������SOXV�*67���
)HHV�DUH�XVXDOO\�FKDUJHG�DV�D�IL[HG�DPRXQW�RU�RQ�DQ�KRXUO\�EDVLV�GHSHQGLQJ�RQ�WKH�WHUPV�RI�WKH�DJUHHPHQW�
ZLWK�WKH�HQJDJLQJ�SDUW\���2XU�IHHV�IRU�WKLV�5HSRUW�DUH�QRW�FRQWLQJHQW�RQ�WKH�RXWFRPH�RI�WKH�3URSRVHG�
7UDQVDFWLRQ��



�
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([FHSW�IRU�WKH�IHHV�UHIHUUHG�WR�DERYH��QHLWKHU�%'2�&)4��QRU�DQ\�RI�LWV�GLUHFWRUV��HPSOR\HHV�RU�UHODWHG�
HQWLWLHV��UHFHLYH�DQ\�SHFXQLDU\�EHQHILW�RU�RWKHU�EHQHILW��GLUHFWO\�RU�LQGLUHFWO\��IRU�RU�LQ�FRQQHFWLRQ�ZLWK�
WKH�SURYLVLRQ�RI�WKLV�5HSRUW����

'LUHFWRUV�RI�%'2�&)4�PD\�UHFHLYH�D�VKDUH�LQ�WKH�SURILWV�RI�%'2�*URXS�+ROGLQJV��4/'��3W\�/WG��D�SDUHQW�
HQWLW\�RI�%'2�&)4���$OO�GLUHFWRUV�DQG�HPSOR\HHV�RI�%'2�*URXS�+ROGLQJV��4/'��3W\�/WG�DQG�LWV�VXEVLGLDULHV�
�LQFOXGLQJ�%'2�&)4��DUH�HQWLWOHG�WR�UHFHLYH�D�VDODU\���:KHUH�D�GLUHFWRU�RI�%'2�&)4�LV�D�VKDUHKROGHU�RI�%'2�
*URXS�+ROGLQJV��4/'��3W\�/WG��WKH�SHUVRQ�LV�HQWLWOHG�WR�VKDUH�LQ�WKH�SURILWV�RI�%'2�*URXS�+ROGLQJV��4/'��
3W\�/WG��

$VVRFLDWLRQV�DQG�UHODWLRQVKLSV�

)URP�WLPH�WR�WLPH�%'2�&)4�RU�LWV�UHODWHG�HQWLWLHV�PD\�SURYLGH�SURIHVVLRQDO�VHUYLFHV�WR�LVVXHUV�RI�ILQDQFLDO�
SURGXFWV�LQ�WKH�RUGLQDU\�FRXUVH�RI�LWV�EXVLQHVV���7KHVH�VHUYLFHV�PD\�LQFOXGH�DXGLW��WD[�DQG�EXVLQHVV�
DGYLVRU\�VHUYLFHV���%'2�&)4�KDV�QRW�SUHYLRXVO\�SURYLGHG�VHUYLFHV�WR�&LWLJROG���7KH�VLJQDWRU\�WR�WKH�5HSRUW�
GRHV�QRW�KROG�DQ\�VKDUHV�LQ�&LWLJROG�DQG�QR�VXFK�VKDUHV�KDYH�HYHU�EHHQ�KHOG�E\�WKH�VLJQDWRU\���

7R�SUHSDUH�RXU�UHSRUWV��LQFOXGLQJ�WKLV�5HSRUW��ZH�PD\�XVH�UHVHDUFKHG�LQIRUPDWLRQ�SURYLGHG�E\�UHVHDUFK�
IDFLOLWLHV�WR�ZKLFK�ZH�VXEVFULEH�RU�ZKLFK�LV�SXEOLFO\�DYDLODEOH���5HIHUHQFH�KDV�EHHQ�PDGH�WR�WKH�VRXUFHV�RI�
LQIRUPDWLRQ�LQ�WKLV�5HSRUW��ZKHUH�DSSOLFDEOH���5HVHDUFK�IHHV�DUH�QRW�LQFOXGHG�LQ�WKH�IHH�GHWDLOV�SURYLGHG�LQ�
WKLV�5HSRUW��

&RPSODLQWV�

:H�DUH�PHPEHUV�RI�WKH�)LQDQFLDO�2PEXGVPDQ�6HUYLFH��$Q\�FRPSODLQW�DERXW�RXU�VHUYLFH�VKRXOG�EH�LQ�
ZULWLQJ�DQG�VHQW�WR�%'2�&RUSRUDWH�)LQDQFH��4/'��/WG��*32�%R[������%ULVEDQH�4/'�������

:H�ZLOO�HQGHDYRXU�WR�UHVROYH�WKH�FRPSODLQW�TXLFNO\�DQG�IDLUO\��,I�WKH�FRPSODLQW�FDQQRW�EH�VDWLVIDFWRULO\�
UHVROYHG�ZLWKLQ����GD\V�RI�ZULWWHQ�QRWLILFDWLRQ��WKHUH�LV�D�ULJKW�WR�ORGJH�D�FRPSODLQW�ZLWK�WKH�)LQDQFLDO�
2PEXGVPDQ�6HUYLFH��7KH\�FDQ�EH�FRQWDFWHG�RQ����������������7KLV�VHUYLFH�LV�SURYLGHG�IUHH�RI�FKDUJH��

,I�WKH�FRPSODLQW�LQYROYHV�HWKLFDO�FRQGXFW��D�FRPSODLQW�PD\�EH�ORGJHG�LQ�ZULWLQJ�ZLWK�WKH�,QVWLWXWH�RI�
&KDUWHUHG�$FFRXQWDQWV��4XHHQVODQG�%UDQFK��*32�%R[�������%ULVEDQH�4/'�������7KH�$XVWUDOLDQ�6HFXULWLHV�
DQG�,QYHVWPHQW�&RPPLVVLRQ��¶$6,&·��DOVR�KDV�DQ�,QIROLQH�RQ��������������ZKLFK�FDQ�EH�XVHG�WR�PDNH�D�
FRPSODLQW�DQG�REWDLQ�LQIRUPDWLRQ�DERXW�LQYHVWRU�ULJKWV��

&RQWDFW�'HWDLOV�

%'2�&RUSRUDWH�)LQDQFH��4/'��/WG�

/RFDWLRQ�$GGUHVV� 3RVWDO�$GGUHVV�

/HYHO����
����4XHHQ�6WUHHW�
%5,6%$1(�4/'������

3KRQH�����������������

)D[�����������������

*32�%R[�����
%5,6%$1(�4/'������

�
(PDLO��FI�EULVEDQH#EGR�FRP�DX�

�

� �
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*ORVVDU\��

5HIHUHQFH� 'HILQLWLRQ�

$6,&� $XVWUDOLDQ�6HFXULWLHV�DQG�,QYHVWPHQW�&RPPLVVLRQ��

%'2�&)4��ZH��XV�DQG�RXU� %'2�&RUSRUDWH�)LQDQFH��4/'��/WG�

%'2�3HUVRQV� %'2�&)4��%'2��4/'��RU�DQ\�RI�WKH�SDUWQHUV��GLUHFWRUV��DJHQWV�RU�DVVRFLDWHV��

%6$��WKH� 7KH�%RQG�6XEVFULSWLRQ�$JUHHPHQW�VLJQHG�RQ�WKH��WK�RI�$SULO������

&LWLJROG��RU�WKH�&RPSDQ\� &LWLJROG�&RUSRUDWLRQ�/LPLWHG��

&0(� &DSLWDOLVDWLRQ�RI�0DLQWDLQDEOH�(DUQLQJV��

&RQYHUWLEOH�%RQGV��WKH� 7KH�XQVHFXUHG�FRQYHUWLEOH�ERQGV�ZLWK�D����FRXSRQ�IRU�D�WHUP�RI�WKUHH�
\HDUV�ZKLFK�DUH�FRQYHUWLEOH�DW�������

&RUSRUDWLRQV�$FW��WKH� 7KH�&RUSRUDWLRQV�$FW�������

'&)� 'LVFRXQWHG�&DVK�)ORZV��

(/0� ([SUHVV�/LQN�0DQDJHPHQW�/LPLWHG��

),5%� )RUHLJQ�,QYHVWPHQW�5HYLHZ�%RDUG��

)6*� 7KH�)LQDQFLDO�6HUYLFHV�*XLGH��

,QLWLDO�7UDQFKH� )LUVW�WUDQFKH�RI�WKH�VKDUH�SODFHPHQW�EHWZHHQ�&LWLJROG�&RUSRUDWLRQ�/LPLWHG�
DQG�([SUHVV�/LQN�0DQDJHPHQW�/LPLWHG�DV�DQQRXQFHG�RQ����$SULO������

-25&� -RLQW�2UH�5HVHUYHV�&RPPLWWHH��

3URSRVHG�7UDQVDFWLRQ��WKH� 7KH�SURSRVHG�LVVXH�RI�FRQYHUWLEOH�ERQGV�WR�([SUHVV�/LQN�0DQDJHPHQW�
/LPLWHG�

5HSRUW��WKLV� 7KLV�UHSRUW�SUHSDUHG�E\�%'2�&)4�GDWHG�;;;;�

5*����� $6,&�5HJXODWRU\�*XLGH������&RQWHQW�RI�([SHUWV�5HSRUWV�

5*V� 5HJXODWRU\�*XLGHV�SXEOLVKHG�E\�$6,&�

6HFRQG�&RPSOHWLRQ�'DWH� ��2FWREHU�������EHLQJ�WKH�GDWH�DW�ZKLFK�FHUWDLQ�FRQGLWLRQV�ZLOO�RU�ZLOO�QRW�
EH�PHW�DV�SDUW�RI�WKH�UHTXLUHPHQWV�RQ�WKH�GUDZGRZQ�RI�WKH�VHFRQG�WUDQFKH�
RI�WKH�&RQYHUWLEOH�%RQGV�

6KDUHKROGHUV��WKH� 6KDUHKROGHUV�RI�&LWLJROG�&RUSRUDWLRQ�/LPLWHG��

9:$3� 'DLO\�YROXPH�ZHLJKWHG�DYHUDJH�VKDUH�SULFH�

�
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7HO������������������
)D[������������������
ZZZ�EGR�FRP�DX�
�

/HYHO���������4XHHQ�6W�
%ULVEDQH�4/'������
*32�%R[������%ULVEDQH�4/'������
$XVWUDOLD�
�

%'2�&RUSRUDWH�)LQDQFH��4/'��/WG�$%1����������������$)6�/LFHQFH�1R���������LV�D�PHPEHU�RI�D�QDWLRQDO�DVVRFLDWLRQ�RI�LQGHSHQGHQW�HQWLWLHV�ZKLFK�DUH�DOO�PHPEHUV�RI�%'2�
�$XVWUDOLD��/WG�$%1�����������������DQ�$XVWUDOLDQ�FRPSDQ\�OLPLWHG�E\�JXDUDQWHH��%'2�&RUSRUDWH�)LQDQFH��4/'��/WG�DQG�%'2��$XVWUDOLD��/WG�DUH�PHPEHUV�RI�%'2�
,QWHUQDWLRQDO�/WG��D�8.�FRPSDQ\�OLPLWHG�E\�JXDUDQWHH��DQG�IRUP�SDUW�RI�WKH�LQWHUQDWLRQDO�%'2�QHWZRUN�RI�LQGHSHQGHQW�PHPEHU�ILUPV��/LDELOLW\�OLPLWHG�E\�D�VFKHPH�
DSSURYHG�XQGHU�3URIHVVLRQDO�6WDQGDUGV�/HJLVODWLRQ��RWKHU�WKDQ�IRU�WKH�DFWV�RU�RPLVVLRQV�RI�ILQDQFLDO�VHUYLFHV�OLFHQVHHV��LQ�HDFK�6WDWH�RU�7HUULWRU\�RWKHU�WKDQ�7DVPDQLD��

7KH�6KDUHKROGHUV�
&���7KH�'LUHFWRUV�
&LWLJROG�&RUSRUDWLRQ�/LPLWHG�
/HYHO���������4XHHQ�6W�
%ULVEDQH�4/'������

�
���0D\������

�
'HDU�6KDUHKROGHUV��

,QGHSHQGHQW�([SHUW·V�5HSRUW�

���� ,QWURGXFWLRQ�
%'2�&RUSRUDWH�)LQDQFH�/LPLWHG��¶%'2�&)4·��¶ZH·��¶XV·�RU�¶RXU·��KDV�EHHQ�HQJDJHG�E\�WKH�GLUHFWRUV�RI�
&LWLJROG�/LPLWHG��¶&LWLJROG·�RU�¶WKH�&RPSDQ\·��WR�SUHSDUH�DQ�LQGHSHQGHQW�H[SHUW·V�UHSRUW��¶WKLV�5HSRUW·��WR�
WKH�VKDUHKROGHUV�RI�&LWLJROG���7KLV�5HSRUW�UHODWHV�WR�WKH�SURSRVHG�LVVXH�RI�FRQYHUWLEOH�ERQGV��¶WKH�
3URSRVHG�7UDQVDFWLRQ·��WR�([SUHVV�/LQN�0DQDJHPHQW�/LPLWHG��¶(/0·����7KH�3URSRVHG�7UDQVDFWLRQ�DOORZV�
(/0�WR�EHFRPH�D�PDMRULW\�VKDUHKROGHU�LQ�&LWLJROG�LQ�FHUWDLQ�FLUFXPVWDQFHV��

8QGHU�WKH�WHUPV�RI�WKH�%RQG�6XEVFULSWLRQ�$JUHHPHQW��¶WKH�%6$·��VLJQHG�RQ���$SULO�������(/0�KDV�DJUHHG�WR�
SURYLGH�&LWLJROG�ZLWK������PLOOLRQ�RYHU����PRQWKV�IURP�WKH�GDWH�RI�WKH�%6$���,Q�H[FKDQJH��&LWLJROG�ZLOO�
SURYLGH�XQVHFXUHG�FRQYHUWLEOH�ERQGV�ZLWK�D����FRXSRQ�IRU�D�WHUP�RI�WKUHH�\HDUV�ZKLFK�DUH�FRQYHUWLEOH�DW�
�������¶WKH�&RQYHUWLEOH�%RQGV·����$�PRUH�GHWDLOHG�GHVFULSWLRQ�RI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�VHW�RXW�LQ�
6HFWLRQ���RI�WKLV�5HSRUW��

,Q�WKLV�5HSRUW��%'2�&)4�KDV�H[SUHVVHG�DQ�RSLQLRQ�DV�WR�ZKHWKHU�WKH�3URSRVHG�7UDQVDFWLRQ�LV�IDLU�DQG�
UHDVRQDEOH�WR�WKH�VKDUHKROGHUV�RI�&LWLJROG��¶WKH�6KDUHKROGHUV·����7KLV�5HSRUW�KDV�EHHQ�SUHSDUHG�VROHO\�IRU�
XVH�E\�WKH�6KDUHKROGHUV�WR�SURYLGH�WKHP�ZLWK�LQIRUPDWLRQ�UHODWLQJ�WR�WKH�3URSRVHG�7UDQVDFWLRQ���:H�
XQGHUVWDQG�WKDW�WKLV�5HSRUW�ZLOO�EH�SURYLGHG�WR�6KDUHKROGHUV�WR�DVVLVW�WKHP�WR�PDNH�DQ�LQIRUPHG�GHFLVLRQ�
RQ�ZKHWKHU�WR�YRWH�LQ�IDYRXU�RI�RU�DJDLQVW�WKH�3URSRVHG�7UDQVDFWLRQ���$SDUW�IURP�WKH�SXUSRVH�VWDWHG�
GLUHFWO\�DERYH��WKLV�5HSRUW�FDQQRW�EH�XVHG�RU�UHOLHG�RQ�IRU�DQ\�RWKHU�SXUSRVH�RU�IRU�DQ\�RWKHU�SHUVRQ�RU�
HQWLW\����

7KLV�5HSRUW�VKRXOG�EH�UHDG�LQ�IXOO��LQFOXGLQJ�WKH�DVVXPSWLRQV�XQGHUSLQQLQJ�RXU�ZRUN��WRJHWKHU�ZLWK�WKH�
RWKHU�LQIRUPDWLRQ�SURYLGHG�WR�WKH�6KDUHKROGHUV�LQ�FRQMXQFWLRQ�ZLWK�WKLV�5HSRUW��LQFOXGLQJ�WKH�1RWLFH�RI�
*HQHUDO�0HHWLQJ�DQG�([SODQDWRU\�6WDWHPHQW���

7KLV�5HSRUW�GRHV�QRW�DGGUHVV�FLUFXPVWDQFHV�VSHFLILF�WR�LQGLYLGXDO�VKDUHKROGHUV���$�VKDUHKROGHU·V�GHFLVLRQ�
WR�YRWH�LQ�IDYRXU�RI�RU�DJDLQVW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�OLNHO\�WR�EH�LQIOXHQFHG�E\�WKH�VKDUHKROGHU·V�
SDUWLFXODU�FLUFXPVWDQFHV��IRU�H[DPSOH��WKHLU�WD[DWLRQ�FRQVLGHUDWLRQV�DQG�ULVN�SURILOH���6KDUHKROGHUV�VKRXOG�
REWDLQ�WKHLU�RZQ�SURIHVVLRQDO�DGYLFH�LQ�UHODWLRQ�WR�WKHLU�FLUFXPVWDQFHV��
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���� 6XPPDU\�RI�2SLQLRQ�
7KLV�VHFWLRQ�SURYLGHV�D�VXPPDU\�RI�RXU�RSLQLRQ�RQO\�DQG�FDQQRW�VXEVWLWXWH�IRU�D�FRPSOHWH�UHDGLQJ�RI�WKLV�
5HSRUW��

���� )DLUQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

7R�DVVHVV�ZKHWKHU�WKH�3URSRVHG�7UDQVDFWLRQ�LV�IDLU�WR�6KDUHKROGHUV��ZH�KDYH�FRPSOHWHG�WKH�IROORZLQJ�
DQDO\VLV��

D�� &RQVLGHUHG�WKH�LPSOLHG�SULFH�DW�ZKLFK�WKH�3URSRVHG�7UDQVDFWLRQ�UDLVHV�FDSLWDO��KDYLQJ�UHJDUG�WR�WKH�
LQWHUHVW�DQG�RSWLRQV�DOVR�UHFHLYHG�E\�(/0��UHIHU�WR�6HFWLRQ�������

E�� &RPSDUHG�WKLV�LPSOLHG�SULFH�WR�WKH�SULFH�DW�ZKLFK�FDSLWDO�KDV�EHHQ�UDLVHG�E\�&LWLJROG�DQG�RWKHU�MXQLRU�
JROG�FRPSDQLHV��UHIHU�WR�6HFWLRQ�������

F�� &RQVLGHUHG�WKH�DELOLW\�RI�&LWLJROG�WR�UDLVH�IXQGV�IURP�HTXLW\�DQG�GHEW�PDUNHWV�DV�DQ�DOWHUQDWLYH�WR�WKH�
&RQYHUWLEOH�%RQGV��UHIHU�WR�6HFWLRQ�������

G�� &RQVLGHUHG�WKH�LPSOLHG�UDWH�RI�UHWXUQ�RQ�WKH�GHEW�FRPSRQHQW�RI�WKH�&RQYHUWLEOH�%RQGV�DQG�FRQVLGHUHG�
WKH�DSSURSULDWHQHVV�RI�WKLV�UHWXUQ�LQ�FRPSDULVRQ�WR�WKH�UDWH�RI�UHWXUQ�WKDW�ZRXOG�EH�DSSOLFDEOH�WR�D�
FRPSDUDEOH�GHEW�IDFLOLW\��UHIHU�WR�6HFWLRQ�������DQG�

H�� &RQVLGHUHG�WKH�LVVXH�RI�SRWHQWLDO�FRQWURO�JDLQHG�E\�(/0�LI�LW�HOHFWV�WR�FRQYHUW�WKH�&RQYHUWLEOH�%RQGV�
�UHIHU�WR�6HFWLRQ�������

$IWHU�FRQVLGHULQJ�WKH�UHOHYDQW�PDWWHUV�LW�LV�RXU�RSLQLRQ�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�1RW�)DLU�WR�WKH�
6KDUHKROGHUV����

2XU�RSLQLRQ�LV�FXUUHQW�DV�DW�WKH�GDWH�RI�WKLV�5HSRUW���)XUWKHU�GHWDLOV�RI�RXU�DQDO\VLV�DUH�VHW�RXW�LQ�6HFWLRQ�
���

%HIRUH�PDNLQJ�D�GHFLVLRQ�WR�YRWH�IRU�RU�DJDLQVW�WKH�3URSRVHG�7UDQVDFWLRQ��ZH�UHFRPPHQG�WKDW�
6KDUHKROGHUV�DOVR�FRQVLGHU�WKH�DGGLWLRQDO�LQIRUPDWLRQ�VHW�RXW�LQ�WKH�UHVW�RI�6HFWLRQ���DQG�WKH�UHPDLQGHU�RI�
WKLV�5HSRUW��

���� 5HDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

2XU�DVVHVVPHQW�RI�WKH�UHDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�VHW�RXW�LQ�6HFWLRQ������

,Q�VXPPDU\��ZH�KDYH�DVVHVVHG�WKH�UHDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�KDYLQJ�UHJDUG�WR�RWKHU�
VLJQLILFDQW�IDFWRUV�WR�ZKLFK�WKH�6KDUHKROGHUV�PD\�JLYH�FRQVLGHUDWLRQ�SULRU�WR�YRWLQJ�LQ�IDYRXU�RI�RU�DJDLQVW�
WKH�3URSRVHG�7UDQVDFWLRQ���7KLV�LQFOXGHV�FRPSDULQJ�WKH�OLNHO\�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�WKH�
3URSRVHG�7UDQVDFWLRQ�ZLWK�WKH�SRVLWLRQ�RI�WKH�6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�QRW�DSSURYHG��

$IWHU�FRQVLGHULQJ�WKH�LQIRUPDWLRQ�DQG�PHWKRGRORJ\�VXPPDULVHG�DERYH�DQG�VHW�RXW�LQ�IXUWKHU�GHWDLO�LQ�WKH�
EDODQFH�RI�WKLV�5HSRUW��LW�LV�RXU�YLHZ�WKDW�LQ�WKH�DEVHQFH�RI�D�VXSHULRU�SURSRVDO��WKH�3URSRVHG�7UDQVDFWLRQ�
LV�5HDVRQDEOH�DV�DW�WKH�GDWH�RI�WKLV�5HSRUW��

7DEOH�����EHORZ�VXPPDULVHV�WKH�SRWHQWLDO�DGYDQWDJHV�WR�WKH�6KDUHKROGHUV�RI�DSSURYLQJ�WKH�3URSRVHG�
7UDQVDFWLRQ���7KH�SRWHQWLDO�DGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�DUH�GLVFXVVHG�LQ�IXUWKHU�GHWDLO�LQ�
6HFWLRQ������



�

��

7DEOH�������3RWHQWLDO�$GYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

$GYDQWDJH� ([SODQDWLRQ�

&RPPLWPHQW�IRU�IXQGLQJ� 7KH�3URSRVHG�7UDQVDFWLRQ�SURYLGHV�WKH�6KDUHKROGHUV�ZLWK�D�FRPPLWPHQW�IRU�WKH�
IXQGLQJ�WKH�&RPSDQ\�DQWLFLSDWHV�ZLOO�EH�UHTXLUHG�WR�DGYDQFH�LWV�NH\�SURMHFW����

7KH�GLUHFWRUV�DUH�RI�WKH�YLHZ�WKDW�WKH�VLJQLILFDQW�IXQGLQJ�UHTXLUHG�IRU�WKH�
&KDUWHUV�7RZHUV�*ROG�3URMHFW�FDQQRW�FXUUHQWO\�EH�REWDLQHG�RQ�WHUPV�VXSHULRU�WR�
WKRVH�RIIHUHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ���:H�DUH�LQVWUXFWHG�WKDW�WKH�
&RPSDQ\�KDV�XQGHUWDNHQ�D�FRPSUHKHQVLYH�FDSLWDO�UDLVLQJ�SURFHVV��FDQYDVVLQJ�
LQWHUHVW�IURP�PDQ\�SRWHQWLDO�LQYHVWRUV�DQG�XWLOLVLQJ�WKH�QHWZRUNV�RI�KLJKO\�
UHJDUGHG�IXQGLQJ�LQWHUPHGLDULHV�LQFOXGLQJ�JOREDO�EDQNV��DQG�WKDW�WKLV�LV�WKH�EHVW�
RIIHU�DYDLODEOH��

7KH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��DV�WKH�NH\�DVVHW�RI�&LWLJROG��ZLOO�QHHG�WR�EH�
DGYDQFHG�LQ�RUGHU�IRU�6KDUHKROGHUV�WR�UHDOLVH�YDOXH�IURP�WKH�DVVHWV�KHOG�E\�WKH�
&RPSDQ\���:LWKRXW�DGYDQFLQJ�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��LW�PD\�EH�
GLIILFXOW�IRU�&LWLJROG�WR�FUHDWH�YDOXH�IRU�WKH�6KDUHKROGHUV��

$V�VHW�RXW�LQ�6HFWLRQ������&LWLJROG�KDV�QRW�SUHYLRXVO\�UDLVHG�DV�PXFK�FDSLWDO�DV�WKDW�
FRQWHPSODWHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ���0DQ\�FDSLWDO�UDLVLQJ�DWWHPSWV�LQ�
WKH�SDVW�KDYH�EHHQ�XQVXFFHVVIXO���)XUWKHU��UHFHQW�FDSLWDO�UDLVLQJV�KDYH�EHHQ�DW�
SURJUHVVLYHO\�OHVV�IDYRXUDEOH�WHUPV�WKDQ�HDFK�SUHFHGLQJ�UDLVLQJ����

,QWURGXFWLRQ�RI�D�FRUQHUVWRQH�
LQYHVWRU�

(/0�ZLOO�EHFRPH�D�FRUQHUVWRQH�LQYHVWRU�LQ�&LWLJROG�ZLWK�D�PDWHULDO�LQWHUHVW�LQ�WKH�
VXFFHVV�RI�WKH�&RPSDQ\�DQG�LWV�IODJVKLS�DVVHW��WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW����

&RUQHUVWRQH�LQYHVWRUV�RIWHQ�DVVLVW�ZLWK�IXWXUH�IXQGLQJ�DQG�KDYH�D�VWURQJ�LQFHQWLYH�
WR�KROG�PDQDJHPHQW�DFFRXQWDEOH�IRU�WKH�UHVXOWV�RI�WKH�&RPSDQ\��

)OH[LELOLW\�WR�UDLVH�IXUWKHU�
FDSLWDO�DW�PDUNHW�SULFHV�ZKLFK�
PD\�GLOXWH�WKH�PDMRULW\�VWDNH�
SRWHQWLDOO\�KHOG�E\�(/0�

(/0�ZLOO�QRW�JDLQ�D�FRQWUROOLQJ�LQWHUHVW�RI�JUHDWHU�WKDQ�����RI�WKH�YRWLQJ�ULJKWV�
XQWLO�WKH�ILQDO�WUDQFKH�RI�WKH�&RQYHUWLEOH�%RQGV�LV�FRQYHUWHG��LI�LW�LV�FRQYHUWHG���

8QWLO�WKLV�HYHQW�RFFXUV��LI�LW�RFFXUV���WKH�6KDUHKROGHUV�ZLOO�FRQWLQXH�WR�FROOHFWLYHO\�
KROG�LQWHUHVWV�LQ�WKH�&RPSDQ\�JUHDWHU�WKDQ��������)XUWKHU��WKH�&RPSDQ\�FRXOG�
UDLVH�FDSLWDO�LQ�WKH�PHDQWLPH�ZKLFK�PD\�UHVXOW�LQ�(/0�QR�ORQJHU�KROGLQJ�����RU�
PRUH�RI�WKH�YRWLQJ�VKDUHV�LQ�WKH�&RPSDQ\��GHSHQGLQJ�RQ�WKH�WHUPV�RI�WKH�FDSLWDO�
UDLVLQJ��

7KH�3URSRVHG�7UDQVDFWLRQ�LV�
SRWHQWLDOO\�OHVV�GLOXWLYH�WKDQ�
RWKHU�FDSLWDO�UDLVLQJ�RSWLRQV�

6KDUHKROGHUV�PD\�QRW�EH�GLOXWHG�WR�WKH�H[WHQW�RI�D�PRUH�WUDGLWLRQDO�FDSLWDO�UDLVLQJ�
EHFDXVH��

x� (/0�PD\�QRW�FRQYHUW�DOO�RU�DQ\�RI�WKH�&RQYHUWLEOH�%RQGV��SRWHQWLDOO\�UHGXFLQJ�
WKH�LPSDFW�RI�GLOXWLRQ�RQ�WKH�6KDUHKROGHUV��SURYLGHG�WKH�&RPSDQ\�FDQ�UHSD\�
WKH�RXWVWDQGLQJ�&RQYHUWLEOH�%RQGV���DQG�

x� $V�VKRZQ�E\�WKH�GDWD�UHODWLQJ�WR�FDSLWDO�UDLVLQJV�RI�RWKHU�JROG�FRPSDQLHV�VHW�
RXW�LQ�$SSHQGL[�%��D�WUDGLWLRQDO�HTXLW\�UDLVLQJ�PD\�EH�PDWHULDOO\�PRUH�GLOXWLYH�
WKDQ�WKDW�FRQWHPSODWHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ��

6RXUFH�� %'2�&)4�DQDO\VLV��

7DEOH�����EHORZ�VXPPDULVHV�WKH�SRWHQWLDO�GLVDGYDQWDJHV�WR�6KDUHKROGHUV�RI�DSSURYLQJ�WKH�3URSRVHG�
7UDQVDFWLRQ���7KH�SRWHQWLDO�GLVDGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�DUH�GLVFXVVHG�LQ�IXUWKHU�GHWDLO�LQ�
6HFWLRQ������
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7DEOH�������3RWHQWLDO�'LVDGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

'LVDGYDQWDJH� ([SODQDWLRQ�

5HGXFHG�SRWHQWLDO�IRU�D�WDNHRYHU�
RIIHU��

,Q�WKH�HYHQW�WKDW�&LWLJROG�LV�WDNHQ�RYHU��WKH�WHUPV�RI�WKH�%6$�PXVW�VWLOO�EH�
KRQRXUHG�E\�WKH�DFTXLUHU���2Q�WKLV�EDVLV��(/0�FRXOG�JDLQ�FRQWURO�RYHU�WKH�
&RPSDQ\��LUUHVSHFWLYH�RI�WKH�PDMRULW\�VKDUHKROGHUV�DW�WKH�WLPH��

,W�LV�RXU�YLHZ�WKDW�WKH�%6$�OLNHO\�UHGXFHV�WKH�SRVVLELOLW\�RI�D�WDNHRYHU�RIIHU�
RFFXUULQJ��SDUWLFXODUO\�ZKHUH�(/0�LV�QRW�DPLDEOH�WR�WKH�RIIHU���7KH�SRVVLELOLW\�
RI�D�WDNHRYHU�RIIHU�VXFFHHGLQJ�ZLWKRXW�WKH�VXSSRUW�RI�(/0�PD\�DOVR�EH�
UHGXFHG�SRVW�WKH�WHUP�RI�WKH�%6$�LI�(/0�FRQYHUWV�WKH�&RQYHUWLEOH�%RQGV�DQG�
JDLQV�FRQWURO�RI�WKH�&RPSDQ\��

7KHUH�DUH�DOVR�RWKHU�SURYLVLRQV�LQ�WKH�%6$��LQFOXGLQJ�WKH�DQWL�GLOXWLRQ�
SURYLVLRQV��ZKLFK�PD\�UHGXFH�WKH�&RPSDQ\·V�DWWUDFWLYHQHVV�DV�D�WDNHRYHU�
WDUJHW��

1RWZLWKVWDQGLQJ�WKH�DERYH��LW�VKRXOG�EH�QRWHG�WKDW�D�WUDGLWLRQDO�HTXLW\�
UDLVLQJ�RI�WKH�PDJQLWXGH�SURYLGHG�IRU�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ�PD\�
DOVR�UHVXOW�LQ�WKH�6KDUHKROGHUV�QR�ORQJHU�FRQWUROOLQJ�WKH�&RPSDQ\�
�SDUWLFXODUO\�LI�UDLVHG�IURP�D�VLQJOH�FDSLWDO�SURYLGHU���

%6$�XQFHUWDLQW\� 8QOLNH�D�GLUHFW��XSIURQW�HTXLW\�LQMHFWLRQ��WKH�&RQYHUWLEOH�%RQGV�DUH�VXEMHFW�
WR�FHUWDLQ�ZDUUDQWLHV��XQGHUWDNLQJV�DQG�REOLJDWLRQV�LQ�WKH�%6$���)XUWKHU��D�
PDWHULDO�DGYHUVH�FKDQJH��VXVSHQVLRQ�RU�GHOLVWLQJ��FKDQJH�LQ�OHJLVODWLRQ�ZKLFK�
UHVXOWV�LQ�D�PDWHULDO�DGYHUVH�FKDQJH�RU�DQ�LQMXQFWLRQ�PD\�UHVXOW�LQ�WKH�IXOO�
IXQGV�QRW�EHLQJ�UHFHLYHG���

1RWZLWKVWDQGLQJ� WKH� DERYH�� ZH� QRWH� WKDW� LI� FDSLWDO� ZHUH� WR� EH� UDLVHG� LQ�
VPDOOHU� SRUWLRQV�� PDQ\� RI� WKH� DERYH� ULVNV� ZRXOG� UHPDLQ� �H�J�� D� PDWHULDO�
DGYHUVH�FKDQJH��IURP�RQH�FDSLWDO�UDLVLQJ�WR�WKH�QH[W��

$JUHHPHQWV� VXFK� DV� WKH� %6$� DUH� DOVR� VXEMHFW� WR� XQFHUWDLQW\� RI� OHJDO�
LQWHUSUHWDWLRQ�� � 2IWHQ� WKH� H[DFW� PHDQLQJ� RI� WHUPV� LQ� WKH� %6$� FDQQRW� EH�
NQRZQ�ZLWK�FHUWDLQW\�XQWLO�WHVWHG�LQ�D�FRXUW�RI�ODZ���)RU�H[DPSOH��WKH�OHJDO�
LQWHUSUHWDWLRQ�RI�D�¶PDWHULDO�DGYHUVH�FKDQJH·�FDQQRW�EH�GHWHUPLQHG�ZLWK�DQ\�
FHUWDLQW\�DV�DW�WKH�GDWH�RI�WKLV�5HSRUW��

:H�DOVR�QRWH�WKDW�WKH�%6$�LV�VXEMHFW�WR�6LQJDSRUHDQ�ODZ�ZKLFK�PD\�LQWURGXFH�
IXUWKHU�XQFHUWDLQW\�WR�LQYHVWRUV�PRUH�IDPLOLDU�ZLWK�$XVWUDOLDQ�ODZV���

3RWHQWLDO�ORVV�RI�FRQWURO� ,I�DOO�WKH�&RQYHUWLEOH�%RQGV�WR�EH�LVVXHG�XQGHU�WKH�%6$�DUH�FRQYHUWHG�WR�
HTXLW\��(/0�ZLOO�PRVW�OLNHO\�JDLQ�D�FRQWUROOLQJ�VWDNH�LQ�&LWLJROG��XQOHVV�
GLOXWHG���7KLV�ZLOO�OLNHO\�SURYLGH�(/0�ZLWK�WKH�DELOLW\�WR�FRQWURO�WKH�&RPSDQ\�
DQG�GLFWDWH�WKH�SROLFLHV�RI�&LWLJROG��

,W�VKRXOG�EH�QRWHG�KRZHYHU�WKDW�XQOHVV�VLJQLILFDQW�IXQGV�FDPH�IURP�WKH�
6KDUHKROGHUV��LW�LV�OLNHO\��EDVHG�RQ�WKH�&RPSDQ\·V�IRUHFDVW�FDVK�IORZV��WKDW�D�
FRQWUROOLQJ�QXPEHU�RI�VKDUHV�ZRXOG�QHHG�WR�EH�LVVXHG�WR�QHZ�VKDUHKROGHUV��
UHGXFLQJ�WKH�FRQWURO�RI�WKH�6KDUHKROGHUV��

$GGLWLRQDO�ULVN�RI�GHEW� %\�LVVXLQJ�WKH�&RQYHUWLEOH�%RQGV��&LWLJROG�LV�WDNLQJ�RQ�D�VLJQLILFDQW�DPRXQW�RI�
GHEW���,I�(/0�HOHFWV�QRW�WR�FRQYHUW�WKH�&RQYHUWLEOH�%RQGV�DQG�WKH�&RPSDQ\�
FDQQRW�UDLVH�WKH�UHTXLUHG�FDSLWDO�WR�SD\�EDFN�WKH�&RQYHUWLEOH�1RWHV��WKH�
&RPSDQ\�PD\�EHFRPH�LQVROYHQW��

,Q�WKH�HYHQW�RI�D�GHIDXOW��WKHUH�LV�WKH�SRWHQWLDO�IRU�WKH�6KDUHKROGHUV�WR�ORVH�
WKHLU�FODLP�WR�DQ\�DVVHWV�KHOG�E\�&LWLJROG��SDUWLFXODUO\�ZKHUH�LWV�GHEWV�DUH�
JUHDWHU�WKDQ�WKH�YDOXH�RI�LWV�DVVHWV���

:H�QRWH�WKLV�GLVDGYDQWDJH�LV�UHOHYDQW�WR�DOO�PDWHULDO�GHEW�LQVWUXPHQWV�LVVXHG�
E\�WKH�&RPSDQ\��
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'LVDGYDQWDJH� ([SODQDWLRQ�

6HW�FRQYHUVLRQ�SULFH� 7KH�6KDUHKROGHUV�ZLOO�KDYH�OHVV�H[SRVXUH�WR�DQ\�SRWHQWLDO�XSVLGH�LQ�WKH�YDOXH�
RI�&LWLJROG�DV�HDFK�WUDQFKH�RI�WKH�&RQYHUWLEOH�1RWHV�LV�LQYHVWHG�LQ�WKH�
&KDUWHUV�7RZHUV�*ROG�3URMHFW���7KH�6KDUHKROGHUV�ZRXOG�OLNHO\�EH�DEOH�WR�
UHWDLQ�D�JUHDWHU�OHYHO�RI�H[SRVXUH�WR�DQ\�SRWHQWLDO�XSVLGH�LQ�WKH�YDOXH�RI�
&LWLJROG�LQ�FLUFXPVWDQFHV�ZKHUH�WKH�&RPSDQ\�FRXOG�UDLVH�FDSLWDO�LQ�D�PRUH�
LQFUHPHQWDO�PDQQHU�DV�LQGLYLGXDO�PLOHVWRQHV�ZHUH�PHW��

7KLV�GLVDGYDQWDJH�VKRXOG�EH�FRQVLGHUHG�DJDLQVW�WKH�ULVN�RI�WKH�SURMHFW�ORVLQJ�
YDOXH��WKH�ULVN�RI�FDSLWDO�EHLQJ�UDLVHG�RQ�LQIHULRU�WHUPV�UHODWLYH�WR�WKH�
3URSRVHG�7UDQVDFWLRQ�DQG�WKH�UHODWLYH�FHUWDLQW\�RI�WKH�FRPPLWPHQW�SURYLGHG�
E\�WKH�%6$�IRU�WKH������PLOOLRQ�LQ�IXQGLQJ��

6RXUFH�� %'2�&)4�DQDO\VLV��

1RWZLWKVWDQGLQJ�RXU�YLHZ�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�1RW�)DLU�EXW�5HDVRQDEOH�DV�DW�WKH�GDWH�RI�WKLV�
5HSRUW��ZH�UHFRPPHQG�WKDW�6KDUHKROGHUV�DOVR�KDYH�UHJDUG�WR�WKH�RWKHU�FRQVLGHUDWLRQV�VHW�RXW�LQ�6HFWLRQ�
����EHORZ��

���� 2WKHU�&RQVLGHUDWLRQV�

%HIRUH�IRUPLQJ�D�YLHZ�RQ�WKH�3URSRVHG�7UDQVDFWLRQ��ZH�VWURQJO\�UHFRPPHQG�WKDW�&LWLJROG�VKDUHKROGHUV��

x� &RQVXOW�WKHLU�RZQ�SURIHVVLRQDO�DGYLVRUV��

x� &DUHIXOO\�UHDG�DOO�UHOHYDQW�GRFXPHQWV�SURYLGHG�WR�WKHP�LQ�UHODWLRQ�WR�WKH�3URSRVHG�7UDQVDFWLRQ��
LQFOXGLQJ�WKLV�5HSRUW�DQG�WKH�([SODQDWRU\�6WDWHPHQW��DQG�

x� &RQVLGHU�WKHLU�RZQ�VSHFLILF�FLUFXPVWDQFHV��

:H�QRWH�WKDW�LQ�FLUFXPVWDQFHV�ZKHUH�WKH�3URSRVHG�7UDQVDFWLRQ�GRHV�QRW�SURFHHG��WKH�'LUHFWRUV�RI�&LWLJROG�
DUH�RI�WKH�YLHZ�WKDW�LW�LV�OLNHO\�WKDW�WKH�&RPSDQ\�PD\�EH�UHTXLUHG�WR�UDLVH�FDSLWDO�RQ�WHUPV�OHVV�IDYRXUDEOH�
WKDQ�WKRVH�RI�WKH�3URSRVHG�7UDQVDFWLRQ���+DYLQJ�UHJDUG�WR�WKH�FDVK�SRVLWLRQ�RI�&LWLJROG��LW�LV�OLNHO\�WKDW�WKH�
&RPSDQ\�ZLOO�EH�UHTXLUHG�WR�UDLVH�VLJQLILFDQW�FDSLWDO�IURP�DQRWKHU�VRXUFH�WR�UHDOLVH�WKH�YDOXH�RI�LWV�PDLQ�
DVVHW��WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��

� �
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���� 2YHUYLHZ�RI�WKH�3URSRVHG�7UDQVDFWLRQ�
7KLV�VHFWLRQ�VHWV�RXW�DQ�RYHUYLHZ�RI�WKH�3URSRVHG�7UDQVDFWLRQ�DQG�LV�VWUXFWXUHG�DV�IROORZV��

x� 6HFWLRQ�����SURYLGHV�D�GHVFULSWLRQ�RI�WKH�3URSRVHG�7UDQVDFWLRQ��

x� 6HFWLRQ�����VXPPDULVHV�WKH�FRQGLWLRQV�RI�WKH�3URSRVHG�7UDQVDFWLRQ���

x� 6HFWLRQ�����VXPPDULVHV�WKH�VWUDWHJLF�UDWLRQDOH�RI�WKH�3URSRVHG�7UDQVDFWLRQ��DQG�

x� 6HFWLRQ�����VXPPDULVHV�(/0·V�LQWHQWLRQV�IRU�&LWLJROG�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�DSSURYHG��

7KH�LQIRUPDWLRQ�VHW�RXW�EHORZ�LV�D�VXPPDU\�RQO\���&LWLJROG�VKDUHKROGHUV�VKRXOG�UHIHU�WR�WKH�([SODQDWRU\�
6WDWHPHQW�IRU�PRUH�LQIRUPDWLRQ�LQ�UHODWLRQ�WR�WKH�3URSRVHG�7UDQVDFWLRQ��

���� 'HVFULSWLRQ�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

2Q���$SULO�������&LWLJROG�DQQRXQFHG�WKDW�LW�KDG�HQWHUHG�LQWR�DQ�DJUHHPHQW�WR�SURYLGH�&RQYHUWLEOH�%RQGV�WR�
(/0�LQ�H[FKDQJH�IRU������PLOOLRQ�LQ�IXQGLQJ�WKDW�LW�LQWHQGHG�WR�GUDZGRZQ�RYHU�WKH�IROORZLQJ����PRQWKV����

,Q�EURDG�WHUPV��WKH�&RQYHUWLEOH�%RQGV�KDYH�WKH�IROORZLQJ�WHUPV��

x� $Q�LQWHUHVW�UDWH�RI����SHU�DQQXP��ZKLFK�LV�WR�EH�SDLG�LQ�FDVK�DW�DSSUR[LPDWHO\�TXDUWHUO\�LQWHUYDOV��

x� $�PDWXULW\�GDWH�RI���\HDUV�IURP���$SULO�������

x� $�FRQYHUVLRQ�SULFH�RI���������7KLV�FRQYHUVLRQ�SULFH�ZLOO�DGMXVW�LQ�WKH�HYHQW�RI�D�FRQVROLGDWLRQ��
VXEGLYLVLRQ��UHFODVVLILFDWLRQ�RU�VKDUH�GLVWULEXWLRQ�WR�SURYLGH�(/0�ZLWK�D�FRQVWDQW�SHUFHQWDJH�
HQWLWOHPHQW�WR�WKH�&RPSDQ\���

x� 7KH�FRQYHUVLRQ�IHDWXUH�LV�DW�WKH�GLVFUHWLRQ�RI�(/0��

x� 7KH�SULQFLSDO�GUDZGRZQ�ZLOO�EH�LQ�HLJKW�WUDQFKHV�DV�IROORZV��

R� ���PLOOLRQ�RQ�FRPSOHWLRQ�RI�WKH�DJUHHPHQW��DOUHDG\�UHFHLYHG�E\�&LWLJROG���

R� ���PLOOLRQ�RQ�VDWLVIDFWLRQ�RI�WKH�FRQGLWLRQV�RI�WKH�3URSRVHG�7UDQVDFWLRQ��VHW�RXW�LQ�������DQG�

R� 6L[�VXEVHTXHQW�WUDQFKHV�RI�����PLOOLRQ�HDFK�TXDUWHU��FRPPHQFLQJ�VL[�PRQWKV�DIWHU�WKH�GDWH�RI�
WKH�DJUHHPHQW����$SULO��������

x� 7KH�&RPSDQ\�LV�OLPLWHG�LQ�WKH�OHYHO�RI�GLYLGHQGV�LW�FDQ�SURYLGH�WR�WKH�6KDUHKROGHUV�ZKLOH�WKH�
&RQYHUWLEOH�%RQGV�DUH�RXWVWDQGLQJ��:H�QRWH�KRZHYHU�WKDW�WKLV�LV�QRW�DQ�XQXVXDO�UHTXLUHPHQW�IRU�GHEW�
SURYLGHUV�DQG�ZH�DUH�LQVWUXFWHG�WKDW�WKH�&RPSDQ\�GRHV�QRW�LQWHQG�RQ�SD\LQJ�GLYLGHQGV�SULRU�WR�WKH�
PDWXULW\�RI�WKH�&RQYHUWLEOH�%RQGV��DQG�

x� ,Q�EURDG�WHUPV��WKH�DQWL�GLOXWLRQ�SURYLVLRQV�ZLOO�PRVW�OLNHO\�LPSDFW�WKH�SHUFHQWDJH�KROGLQJ�REWDLQHG�
E\�(/0�ZKHUH��

R� &DSLWDO�LV�UDLVHG�DW�D�SULFH�EHORZ�WKH�OHVVHU�RI�������D�VKDUH��WKH�FRQYHUVLRQ�SULFH��RU�WKH�
SUHYDLOLQJ�PDUNHW�SULFH��

R� &DSLWDO�LV�UHTXLUHG�WR�EH�UDLVHG�ZLWKLQ�WKH�WHUP�RI�WKH�QRWHV�LVVXHG��SULRU�WR�WKH�PDWXULW\�GDWH���
DQG�
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R� (/0�DFWXDOO\�FRQYHUWV�WKH�&RQYHUWLEOH�%RQGV�WR�HTXLW\�SRVW�WKDW�HYHQW��

%URDGO\��LQ�VXFK�FLUFXPVWDQFHV��LI�FDSLWDO�ZHUH�WR�EH�UDLVHG��6KDUHKROGHUV�ZRXOG�EH�GLOXWHG�DQG�WKH�
FRQYHUVLRQ�SULFH�RI�(/0�ZRXOG�EH�DGMXVWHG�WR�JLYH�(/0�WKH�VDPH�SHUFHQWDJH�KROGLQJ�LQ�&LWLJROG�LW�
ZRXOG�KDYH�EHHQ�HQWLWOHG�WR��KDG�FDSLWDO�EHHQ�UDLVHG�DW�WKH�KLJKHU�RI�WKH�SUHYDLOLQJ�PDUNHW�SULFH�RU�
WKH�FRQYHUVLRQ�SULFH��

,Q�UHIHUHQFH�WR�WKH�DQWL�GLOXWLRQ�SURYLVLRQV�DERYH��ZH�QRWH�WKH�IROORZLQJ��

R� (/0�ZLOO�QRW�KROG�D�FRQWUROOLQJ�VWDNH�RI�JUHDWHU�WKDQ�����RI�WKH�VKDUHV�LQ�&LWLJROG��DV�D�UHVXOW�RI�
WKH�&RQYHUWLEOH�%RQGV��XQOHVV�LW�FRQYHUWV�WKH�ILQDO�WUDQFKH���7KHUHIRUH��FROOHFWLYHO\��WKH�
6KDUHKROGHUV�ZLOO�OLNHO\�KDYH�FRQWURO�RI�WKH�&RPSDQ\�ZKLOH�WKH�QRQ�GLOXWLRQ�SURYLVLRQV�UHPDLQ�LQ�
HIIHFW��

R� 7KH�&RPSDQ\�LV�RI�WKH�YLHZ�WKDW�LW�ZLOO�QRW�UHTXLUH�IXUWKHU�IXQGLQJ�WR�EHFRPH�FDVK�IORZ�SRVLWLYH�
DQG�WKHUHIRUH�ZLOO�QRW�UHTXLUH�DQ\�DGGLWLRQDO�HTXLW\��DQG�

R� 7KH�DELOLW\�RI�&LWLJROG�WR�UDLVH�VHFXUHG�GHEW�PD\�EH�LQFUHDVHG�DV�WKH�&RPSDQ\�IXUWKHU�GHYHORSV�
LWV�DVVHWV�XVLQJ�WKH�SURFHHGV�IURP�WKH�&RQYHUWLEOH�%RQGV��SRVVLEO\�UHGXFLQJ�WKH�QHHG�WR�UDLVH�
DGGLWLRQDO�HTXLW\��LI�LQGHHG�DQ\�FDSLWDO�LV�UHTXLUHG���

)RU�FRPSOHWHQHVV��ZH�QRWH�WKDW�&LWLJROG�LV�REOLJDWHG�WR�LVVXH�DOO�WKH�&RQYHUWLEOH�%RQGV�DQG�WKDW�(/0�LV�
REOLJDWHG�WR�SURYLGH�WKH�IXOO������PLOOLRQ�LQ�IXQGLQJ��H[FOXGLQJ�FHUWDLQ�HYHQWV��VXFK�DV�GHIDXOW����,Q�RWKHU�
ZRUGV��QHLWKHU�SDUW\�FDQ�GHFLGH�QRW�WR�DFFHSW�RU�SURYLGH�WKH�IXQGLQJ�DQG�WDNH�RQ�WKH�DVVRFLDWHG�
REOLJDWLRQV�DV�VSHFLILHG�LQ�WKH�%6$���7KH�FRQWLQXHG�VXSSRUW�RI�(/0�ZLOO�EH�UHOLHG�XSRQ�IRU�WKH�FRQWLQXHG�
SD\PHQW�RI�HDFK�WUDQFKH��

&LWLJROG�FDQQRW�EH�FHUWDLQ�WKDW�(/0�ZLOO�KDYH�WKH�UHVRXUFHV�DYDLODEOH�WR�SURYLGH�WKH�DGGLWLRQDO�IXQGLQJ�
UHTXLUHG�DV�HDFK�WUDQFKH�EHFRPHV�GXH���:H�QRWH�WKDW�&LWLJROG�KDYH�UHFHLYHG�WKH�ILUVW����PLOOLRQ�WUDQFKH�
ZKLFK�KDV�EHHQ�SURYLGHG�SULRU�WR�WKLV�3URSRVHG�7UDQVDFWLRQ��

5HIHU�WR�6HFWLRQ�����RI�WKH�([SODQDWRU\�6WDWHPHQW�IRU�IXUWKHU�GHWDLOV�LQ�UHODWLRQ�WR�WKH�WHUPV�RI�WKH�
3URSRVHG�7UDQVDFWLRQ���

���� &RQGLWLRQV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

:KLOH�WKH�ILUVW�WUDQFKH��WKH�¶,QLWLDO�7UDQFKH·��KDV�DOUHDG\�EHHQ�GUDZQ�GRZQ��DV�DQQRXQFHG�RQ����$SULO�
�������GUDZLQJ�GRZQ�WKH�VHFRQG�WUDQFKH�RI�WKH�&RQYHUWLEOH�%RQGV�ZLOO�EH�VXEMHFW�WR�FHUWDLQ�FRQGLWLRQV�
EHLQJ�PHW�E\���2FWREHU�������WKH�¶6HFRQG�&RPSOHWLRQ�'DWH·����,Q�EURDG�WHUPV��ZH�XQGHUVWDQG�WKDW�WKH�
%6$�RXWOLQHV�WKH�IROORZLQJ�FRQGLWLRQV�SUHFHGHQW��

x� )RUHLJQ�,QYHVWPHQW�5HYLHZ�%RDUG��¶),5%·��DSSURYDO��ZKLFK�KDV�DOUHDG\�EHHQ�UHFLHYHG��

x� 6KDUHKROGHU�DSSURYDO��

x� 7KH�LVVXDQFH�RI�DQ�DSSURSULDWH�FOHDQVLQJ�QRWLFH��DQG�

x� 1R�PDWHULDO�DGYHUVH�FKDQJH��VXVSHQVLRQ�RU�GHOLVWLQJ��FKDQJH�LQ�OHJLVODWLRQ�ZKLFK�UHVXOWV�LQ�D�PDWHULDO�
DGYHUVH�FKDQJH��QR�LQMXQFWLRQV�DQG�QR�EUHDFK�E\�&LWLJROG�RI�WKH�ZDUUDQWLHV��XQGHUWDNLQJV�DQG�
REOLJDWLRQV�LW�KDV�XQGHU�WKH�%6$���
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,Q�WKH�HYHQW�WKDW�WKH�FRQGLWLRQV�DUH�QRW�VDWLVILHG�DQG�WKH�3URSRVHG�7UDQVDFWLRQ�GRHV�QRW�RFFXU��&LWLJROG�
PXVW�UHSD\�WKH�,QLWLDO�7UDQFKH�LQ�IXOO�ZLWKLQ����GD\V�RI�WKH�6HFRQG�&RPSOHWLRQ�'DWH��

$OO�VXEVHTXHQW�WUDQFKHV�DUH�DOVR�VXEMHFW�WR�VLPLODU�FRQGLWLRQV�SUHFHGHQW��

(/0�ZLOO�DOVR�KDYH�WKH�ULJKW�WR�DSSRLQW�D�PHPEHU�RI�WKH�ERDUG��

5HIHU�WR�6HFWLRQ�����RI�WKH�([SODQDWRU\�6WDWHPHQW�IRU�IXUWKHU�GHWDLOV�LQ�UHODWLRQ�WR�WKH�FRQGLWLRQV�RI�WKH�
3URSRVHG�7UDQVDFWLRQ���

���� 6WUDWHJLF�5DWLRQDOH�RI�WKH�3URSRVHG�7UDQVDFWLRQ��

7KH�'LUHFWRUV�RI�&LWLJROG�DUH�RI�WKH�YLHZ�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�WKH�EHVW�SURVSHFW�IRU�VHFXULQJ�
ILQDQFLQJ�IRU�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��

7KH�GLUHFWRUV�RI�&LWLJROG�DUH�RI�WKH�YLHZ�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�SURYLGHV�WKH�IROORZLQJ�EHQHILWV�WR�
&LWLJROG����

x� 7KH�&RQYHUWLEOH�%RQGV�SURYLGH�QHFHVVDU\�IXQGLQJ�IRU�VLJQLILFDQW�GHYHORSPHQW�RI�WKH�&RPSDQ\·V�
&KDUWHUV�7RZHUV�*ROG�3URMHFW�PLQHV�DQG�WKHUHIRUH�VXSSRUWV�WKH�JURZWK�RI�WKH�&RPSDQ\��

x� 7KH�&RQYHUWLEOH�%RQGV�DUH�OLNHO\�WR�EH�QR�PRUH�GLOXWLYH�WR�WKH�6KDUHKROGHUV�WKDQ�LVVXLQJ�RUGLQDU\�
VKDUHV�DW�D�VLJQLILFDQW�GLVFRXQW�WR�WKH�PDUNHW�SULFH�LQ�D�W\SLFDO�SODFHPHQW���:H�QRWH�WKDW�WKH�
GLUHFWRUV�FRQVLGHU�WKDW�FXUUHQW�FDSLWDO�PDUNHW�FRQGLWLRQV�PDNH�D�SODFHPHQW�GLIILFXOW�DQG�FRVWO\�WR�
HQWHU�LQWR�DV�DW�WKH�GDWH�RI�WKLV�5HSRUW��

x� 7KH�FRQYHUVLRQ�SULFH�RI�WKH�&RQYHUWLEOH�%RQGV�LV�DW�D�SUHPLXP�WR�WKH�&RPSDQ\·V�UHFHQW�9:$3�SULRU�WR�
DQQRXQFLQJ�WKH�3URSRVHG�7UDQVDFWLRQ��

x� 7KH�3URSRVHG�7UDQVDFWLRQ�VHUYHV�DV�D�EDVLV�WR�HVWDEOLVK�D�UHODWLRQVKLS�ZLWK�(/0��VHFXULQJ�(/0·V�
RQJRLQJ�LQYROYHPHQW�DQG�LQWHUHVW�LQ�WKH�JURZWK�RI�WKH�&RPSDQ\�DQG�LWV�SURMHFWV��

x� 7KH�&RPSDQ\��ZLWK�WKH�DVVLVWDQFH�RI�LWV�H[WHUQDO�FRUSRUDWH�DGYLVHUV�DQG�ILQDQFH�H[SHUWV��KDV�UXQ�DQ�
H[KDXVWLYH�SURFHVV�RYHU�D�ORQJ�SHULRG�RI�WLPH�WR�LGHQWLI\�DQG�QHJRWLDWH�WKH�EHVW�IXQGLQJ�WHUPV�
DYDLODEOH���7KH�GLUHFWRUV�FRQVLGHU�WKH�%6$�SURYLGHV�WKH�EHVW�ILQDQFH�WHUPV�DYDLODEOH�WR�WKH�&RPSDQ\�
DV�DW�WKH�GDWH�RI�WKLV�5HSRUW��

x� 7KH�GHEW�HOHPHQW�RI�WKH�&RQYHUWDEOH�%RQGV�KDV�EHHQ�VHFXUHG�RQ�IDYRXUDEOH�WHUPV�ZLWK�D�FRXSRQ�RI�
���SHU�DQQXP��DQG�

x� 7KH�&RPSDQ\�PD\�EH�UHTXLUHG�WR�UHSD\�WKH����PLOOLRQ�DGYDQFHG�WR�GDWH�ZLWKLQ����GD\V�LI�WKH�
VKDUHKROGHUV�GR�QRW�DSSURYH�WKH�WUDQVDFWLRQ���

&LWLJROG�VKDUHKROGHUV�VKRXOG�UHIHU�WR�6HFWLRQ�����RI�WKH�([SODQDWRU\�6WDWHPHQW�IRU�DGGLWLRQDO�LQIRUPDWLRQ�
LQ�UHODWLRQ�WR�WKH�GLUHFWRUV·�VWUDWHJLF�UDWLRQDOH��

���� (/0·V�,QWHQWLRQV�IRU�&LWLJROG���

:H�XQGHUVWDQG�IURP�RXU�GLVFXVVLRQV�ZLWK�&LWLJROG�PDQDJHPHQW�WKDW�(/0�LV�VHHNLQJ�WR�LQYHVW�LQ�&LWLJROG�WR�
IXUWKHU�SURJUHVV�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW�DQG�REWDLQ�D�FRQWUROOLQJ�H[SRVXUH�WR�WKH�&RPSDQ\�DQG�
LWV�IODJVKLS�SURMHFW���

�
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+DYLQJ�UHJDUG�WR�WKH�LQIRUPDWLRQ�NQRZQ�DW�WKH�FXUUHQW�WLPH��(/0�KDV�LQGLFDWHG�WKDW�LW�LQWHQGV��

x� 7R�FRQWLQXH�WKH�EXVLQHVV�RI�WKH�&RPSDQ\�DV�LW�LV�FXUUHQWO\�FRQGXFWHG��

x� 1RW�WR�PDNH�DQ\�PDMRU�FKDQJHV�WR�WKH�EXVLQHVV�RI�WKH�&RPSDQ\�RU�WKH�GHSOR\PHQW�RI�WKH�&RPSDQ\
V�
DVVHWV��

x� 1RW�WR�WUDQVIHU�DQ\�&RPSDQ\�SURSHUW\�EHWZHHQ�WKH�&RPSDQ\�DQG�(/0�RU�DQ\�SHUVRQ�DVVRFLDWHG�ZLWK�
(/0��

x� 7R�FRQWLQXH�WKH�HPSOR\PHQW�RI�WKH�&RPSDQ\
V�H[LVWLQJ�HPSOR\HHV��

x� 1RW�WR�LQWHUIHUH�ZLWK�WKH�&RPSDQ\�PDLQWDLQLQJ�D�VWURQJ�ERDUG�WKDW�RSHUDWHV�LQGHSHQGHQWO\�RI��DQG�
VHSDUDWHO\�WR��(/0��DQG�

x� 1RW�WR�VLJQLILFDQWO\�FKDQJH�WKH�ILQDQFLDO�RU�GLYLGHQG�GLVWULEXWLRQ�SROLFLHV�RI�WKH�&RPSDQ\��

&LWLJROG�VKDUHKROGHUV�VKRXOG�UHIHU�WR�6HFWLRQ�����RI�WKH�([SODQDWRU\�6WDWHPHQW�IRU�DGGLWLRQDO�LQIRUPDWLRQ�
LQ�UHODWLRQ�WR�(/0·V�LQWHQWLRQV��

�

� �
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���� 6FRSH�RI�5HSRUW�DQG�$VVHVVPHQW�0HWKRGRORJ\�
���� 6FRSH�RI�5HSRUW�

$Q�LQGHSHQGHQW�H[SHUW��LQ�FHUWDLQ�FLUFXPVWDQFHV��PXVW�EH�DSSRLQWHG�WR�PHHW�WKH�UHTXLUHPHQWV�VHW�RXW�LQ�
WKH�&RUSRUDWLRQV�$FW�������¶WKH�&RUSRUDWLRQV�$FW·���WKH�UHJXODWRU\�JXLGHV�SXEOLVKHG�E\�WKH�$XVWUDOLDQ�
6HFXULWLHV�DQG�,QYHVWPHQWV�&RPPLVVLRQ��¶$6,&·��DQG�LQ�VRPH�FDVHV�WKH�OLVWLQJ�UHTXLUHPHQWV�RI�WKH�VWRFN�
H[FKDQJHV�RQ�ZKLFK�D�FRPSDQ\�LV�OLVWHG���:H�KDYH�VXPPDULVHG�WKH�UHTXLUHPHQWV�RI�WKH�&RUSRUDWLRQV�$FW�
DQG�WKH�$6;�OLVWLQJ�UHTXLUHPHQWV�LQ�6HFWLRQV�������DQG�������EHORZ�UHVSHFWLYHO\���:H�KDYH�VXPPDULVHG�WKH�
JXLGDQFH�SURYLGHG�E\�WKH�UHJXODWRU\�JXLGHV�LQ�6HFWLRQ�����EHORZ��

7KH�VROH�SXUSRVH�RI�WKLV�5HSRUW�LV�WR�H[SUHVV�%'2�&)4·V�RSLQLRQ�RQ�ZKHWKHU�WKH�3URSRVHG�7UDQVDFWLRQ�LV�
IDLU�DQG�UHDVRQDEOH�WR�WKH�6KDUHKROGHUV���7KLV�5HSRUW�FDQQRW�EH�XVHG�E\�DQ\�RWKHU�SHUVRQ�IRU�DQ\�RWKHU�
UHDVRQ�RU�IRU�DQ\�RWKHU�SXUSRVH���$�FRS\�RI�WKLV�5HSRUW�ZLOO�DFFRPSDQ\�WKH�([SODQDWRU\�6WDWHPHQW�WR�EH�
VHQW�WR�WKH�6KDUHKROGHUV��

7KLV�5HSRUW�LV�JHQHUDO�ILQDQFLDO�SURGXFW�DGYLFH�RQO\�DQG�KDV�EHHQ�SUHSDUHG�ZLWKRXW�WDNLQJ�LQWR�DFFRXQW�WKH�
REMHFWLYHV��ULVN�SURILOH��ILQDQFLDO�VLWXDWLRQ�RU�QHHGV�RI�LQGLYLGXDO�VKDUHKROGHUV���%HIRUH�DFWLQJ�LQ�UHODWLRQ�WR�
WKHLU�LQYHVWPHQW��LQGLYLGXDO�VKDUHKROGHUV�VKRXOG�FRQVLGHU�WKH�DSSURSULDWHQHVV�RI�WKH�DGYLFH�KDYLQJ�UHJDUG�
WR�WKHLU�RZQ�EXVLQHVV�REMHFWLYHV��ILQDQFLDO�VLWXDWLRQ�RU�QHHGV��LQFOXGLQJ�WKHLU�WD[DWLRQ�FRQVHTXHQFHV����
6KDUHKROGHUV�VKRXOG�UHDG�WKH�([SODQDWRU\�6WDWHPHQW�LQ�IXOO��

7KH�GHFLVLRQ�WR�YRWH�LQ�IDYRXU�RI�RU�DJDLQVW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�D�PDWWHU�IRU�LQGLYLGXDO�
VKDUHKROGHUV�EDVHG�RQ�WKHLU�H[SHFWDWLRQV�DV�WR�YDOXH��IXWXUH�PDUNHW�FRQGLWLRQV�DQG�WKHLU�SDUWLFXODU�
FLUFXPVWDQFHV�LQFOXGLQJ�ULVN�SURILOH��OLTXLGLW\�SUHIHUHQFH��LQYHVWPHQW�VWUDWHJ\��SRUWIROLR�VWUXFWXUH�DQG�WD[�
SRVLWLRQ���6KDUHKROGHUV�ZKR�DUH�LQ�GRXEW�DV�WR�WKH�DFWLRQ�WKH\�VKRXOG�WDNH�LQ�UHODWLRQ�WR�WKH�3URSRVHG�
7UDQVDFWLRQ�VKRXOG�FRQVXOW�WKHLU�RZQ�SURIHVVLRQDO�DGYLVHU���

������ 5HTXLUHPHQWV�RI�WKH�&RUSRUDWLRQV�$FW�

:H�XQGHUVWDQG�WKDW�WKHUH�LV�QR�OHJDO�UHTXLUHPHQW�XQGHU�WKH�&RUSRUDWLRQV�$FW�IRU�WKH�SURYLVLRQ�RI�DQ�
LQGHSHQGHQW�H[SHUW·V�UHSRUW�LQ�UHODWLRQ�WR�WKH�3URSRVHG�7UDQVDFWLRQ���1RWZLWKVWDQGLQJ�WKLV��&LWLJROG�KDV�
UHTXHVWHG�WKDW�ZH�SUHSDUH�WKLV�5HSRUW�KDYLQJ�UHJDUG�WR�WKH�UHTXLUHPHQWV�WKDW�ZRXOG�RUGLQDULO\�DSSO\�WR�DQ�
LQGHSHQGHQW�H[SHUW·V�UHSRUW�GUDIWHG�IRU�WKH�SXUSRVH�RI�FRPSO\LQJ�ZLWK�WKH�&RUSRUDWLRQV�$FW��

6HFWLRQ�����RI�WKH�&RUSRUDWLRQV�$FW�VWDWHV�WKDW�D�UHOHYDQW�LQWHUHVW�LQ�D�OLVWHG�FRPSDQ\�FDQQRW�EH�LQFUHDVHG�
IURP�����RU�EHORZ�WR�PRUH�WKDQ������RU�IURP�D�VWDUWLQJ�SRLQW�WKDW�LV�DERYH�����DQG�EHORZ������XQOHVV�RQH�
RI�WKH�H[FHSWLRQV�VHW�RXW�LQ�VHFWLRQ�����RI�WKH�&RUSRUDWLRQV�$FW�LV�PHW���$V�WKH�&RQYHUWLEOH�%RQGV�ZLOO�
SURYLGH�(/0�ZLWK�WKH�ULJKW�WR�REWDLQ�D�VWDNH�LQ�&LWLJROG�JUHDWHU�WKDQ������6HFWLRQ�����ZRXOG�RUGLQDULO\�
SUHYHQW�WKH�3URSRVHG�7UDQVDFWLRQ�XQOHVV�LW�PHW�RQH�RI�WKH�H[HPSWLRQV�VHW�RXW�LQ�6HFWLRQ�����RI�WKH�
&RUSRUDWLRQV�$FW��

,WHP���RI�6HFWLRQ�����RI�WKH�&RUSRUDWLRQV�$FW��LQ�FHUWDLQ�FLUFXPVWDQFHV��PD\�SURYLGH�DQ�H[HPSWLRQ�IURP�
WKH�SURKLELWLRQ�RI�WKH�LVVXH�RI�VHFXULWLHV�XQGHU�6HFWLRQ�������,WHP���RI�6HFWLRQ�����VWDWHV�WKDW�DQ�
DFTXLVLWLRQ�LV�H[HPSW�IURP�WKH�UHJXODWLRQV�RI�6HFWLRQ�����LI�WKH�DFTXLVLWLRQ�SURSRVDO�LV�DSSURYHG�E\�D�
UHTXLVLWH�PDMRULW\�RI�VKDUHKROGHUV�QRW�DVVRFLDWHG�ZLWK�WKH�SHUVRQ�PDNLQJ�WKH�SURSRVDO�RU�WKHLU�DVVRFLDWHV�
E\�SDVVLQJ�D�UHVROXWLRQ�DW�D�JHQHUDO�PHHWLQJ��
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1RQ�DVVRFLDWHG�VKDUHKROGHUV�YRWLQJ�SXUVXDQW�WR�LWHP���RI�6HFWLRQ�����RI�WKH�&RUSRUDWLRQV�$FW�DUH�WR�EH�
SURYLGHG�ZLWK�DOO�LQIRUPDWLRQ�NQRZQ�WR�WKH�SHUVRQ�SURSRVLQJ�WR�PDNH�WKH�DFTXLVLWLRQ�RU�WKHLU�DVVRFLDWHV��
RU�NQRZQ�WR�WKH�FRPSDQ\��WKDW�LV�PDWHULDO�WR�WKH�GHFLVLRQ�RQ�KRZ�WR�YRWH�RQ�WKH�UHVROXWLRQ����

7R�DLG�LQ�WKHLU�REOLJDWLRQ�WR�SURYLGH�DOO�UHOHYDQW�LQIRUPDWLRQ�LQ�UHODWLRQ�WR�WKH�3URSRVHG�7UDQVDFWLRQ��WKH�
GLUHFWRUV�RI�&LWLJROG�KDYH�FRPPLVVLRQHG�WKH�SUHSDUDWLRQ�RI�WKLV�5HSRUW��

������ $6;�/LVWLQJ�5HTXLUHPHQWV�

7KLV�UHSRUW�LV�QRW�VSHFLDOO\�UHTXLUHG�XQGHU�$6;�/LVWLQJ�5XOHV��

���� $VVHVVPHQW�0HWKRGRORJ\�

$6,&�KDYH�LVVXHG�5*�����&RQWHQW�RI�H[SHUWV�UHSRUWV��ZKLFK�SURYLGHV�JXLGDQFH�LQ�UHODWLRQ�WR�LQGHSHQGHQW�
H[SHUWV·�UHSRUWV���5*�����UHODWHV�WR�WKH�SURYLVLRQ�RI�LQGHSHQGHQW�H[SHUWV·�UHSRUWV�LQ�D�UDQJH�RI�
FLUFXPVWDQFHV��LQFOXGLQJ�WKRVH�ZKHUH�WKH�H[SHUW�LV�UHTXLUHG�WR�JLYH�DQ�RSLQLRQ�DV�WR�ZKHWKHU�D�WUDQVDFWLRQ�
LV�¶IDLU·�DQG�¶UHDVRQDEOH·�WR�WKH�VKDUHKROGHUV��

5*�����VWDWHV�WKDW�WKH�UHSRUW�VKRXOG�H[SODLQ�WKH�SDUWLFXODUV�RI�KRZ�WKH�SURSRVDO�ZDV�H[DPLQHG�DQG�
HYDOXDWHG�DV�ZHOO�DV�WKH�UHVXOWV�RI�WKH�H[DPLQDWLRQ�DQG�HYDOXDWLRQ���7KH�UHSRUW�VKRXOG�SURYLGH�DQ�RSLQLRQ�
E\�WKH�H[SHUW�VWDWLQJ�ZKHWKHU�RU�QRW��LQ�WKH�RSLQLRQ�RI�WKH�H[SHUW��WKH�SURSRVDO�LV�¶IDLU�DQG�UHDVRQDEOH·���
5*�����DOVR�SURYLGHV�JXLGDQFH�RQ�FRPPRQ�YDOXDWLRQ�PHWKRGRORJLHV�DQG�VRPH�PDWWHUV�ZKLFK�VKRXOG�EH�
FRQVLGHUHG�E\�DQ�H[SHUW�ZKHQ�FRPSOHWLQJ�D�YDOXDWLRQ��

7R�PHHW�WKH�$6,&�UHTXLUHPHQWV��DQ�H[SHUW�VHHNLQJ�WR�GHWHUPLQH�ZKHWKHU�WKH�3URSRVHG�7UDQVDFWLRQ�LV�¶IDLU�
DQG�UHDVRQDEOH·�VKRXOG�FRPSOHWH�WKH�VWHSV�VHW�RXW�EHORZ��

������ 6WHS���²�$VVHVVPHQW�RI�)DLUQHVV�

,Q�RXU�YLHZ��IRU�DVVHVVPHQW�SXUSRVHV��WKH�3URSRVHG�7UDQVDFWLRQ�LV�D�VLJQLILFDQW�FDSLWDO�UDLVLQJ�ZKLFK�KDV�
WKH�SRWHQWLDO�WR�OHDG�WR�FRQWURO�RI�&LWLJROG�E\�(/0��GXH�WR�WKH�SRWHQWLDO�WR�REWDLQ�JUHDWHU�WKDQ�����RI�WKH�
VKDUHV�LQ�WKH�&RPSDQ\�RQ�FRQYHUVLRQ�RI�WKH�&RQYHUWLEOH�%RQGV����5*�����VHWV�RXW�JXLGDQFH�IRU�H[SHUWV�
ZKHQ�RSLQLQJ�RQ�WDNHRYHU�ELGV�WKDW�DUH�EHLQJ�FRPSOHWHG�KDYLQJ�UHJDUG�WR�&KDSWHU���RI�WKH�&RUSRUDWLRQV�
$FW��

8QGHU�5*������WKH�3URSRVHG�7UDQVDFWLRQ�ZLOO�EH�FRQVLGHUHG�¶IDLU·�LI�WKH�YDOXH�RI�WKH�FRQVLGHUDWLRQ�WR�EH�
UHFHLYHG�E\�WKH�6KDUHKROGHUV�LV�HTXDO�WR�RU�JUHDWHU�WKDQ�WKH�YDOXH�RI�WKH�VKDUHV�DQG�RWKHU�EHQHILWV�WKDW�
DUH�WKH�VXEMHFW�RI�WKH�WDNHRYHU�ELG��L�H��LQFOXGLQJ�WKH�VKDUHV�LVVXHG�RQ�FRQYHUVLRQ�RI�WKH�&RQYHUWLEOH�%RQGV�
DQG�FRXSRQV����,Q�PDNLQJ�WKLV�DVVHVVPHQW��WKH�JXLGDQFH�LQ�5*�����LQGLFDWHV�WKDW�WKH�H[SHUW�VKRXOG�
FRPSDUH�WKH�YDOXH�RI�WKH�FRQVLGHUDWLRQ�WR�EH�UHFHLYHG�E\�WKH�6KDUHKROGHUV�WR�WKH�YDOXH�RI�&LWLJROG�VKDUHV�
LVVXHG�WKDW�DVVXPHV�D������RZQHUVKLS�LQWHUHVW�LQ�&LWLJROG��

2XU�DVVHVVPHQW�RI�WKH�IDLUQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�VHW�RXW�LQ�6HFWLRQ����

������ 6WHS���²�$VVHVVPHQW�RI�5HDVRQDEOHQHVV�

5HDVRQDEOHQHVV�H[DPLQHV�RWKHU�VLJQLILFDQW�IDFWRUV�WR�ZKLFK�6KDUHKROGHUV�PD\�JLYH�FRQVLGHUDWLRQ��SULRU�WR�
YRWLQJ�LQ�IDYRXU�RI�RU�DJDLQVW�WKH�3URSRVHG�7UDQVDFWLRQ���7KLV�LQFOXGHV�FRPSDULQJ�WKH�OLNHO\�DGYDQWDJHV�DQG�
GLVDGYDQWDJHV�RI�YRWLQJ�LQ�IDYRXU�RI�RU�DJDLQVW�WKH�3URSRVHG�7UDQVDFWLRQ��ZLWK�WKH�SRVLWLRQ�RI�WKH�
6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�QRW�DSSURYHG���7KLV�VWHS�FDQ�EH�FODVVLILHG�DV�DQ�DVVHVVPHQW�RI�
ZKHWKHU�WKH�3URSRVHG�7UDQVDFWLRQ�LV�¶UHDVRQDEOH·��
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2XU�DVVHVVPHQW�RI�WKH�UHDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�VHW�RXW�LQ�6HFWLRQ����

������6WHS���²�&RQFOXVLRQ�

8SRQ�FRPSOHWLRQ�RI�VWHSV���DQG����LW�PD\�EH�SRVVLEOH�WR�FRQFOXGH�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�
¶UHDVRQDEOH·�LI�WKHUH�DUH�YDOLG�UHDVRQV�IRU�LWV�DSSURYDO��QRWZLWKVWDQGLQJ�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�
PD\�QRW�EH�UHJDUGHG�DV�EHLQJ�¶IDLU·�WR�WKH�VKDUHKROGHUV���*HQHUDOO\�VSHDNLQJ��DQ�RIIHU�LV�¶UHDVRQDEOH·�LI�LW�
LV�¶IDLU·����

,W�PD\�DOVR�EH�¶UHDVRQDEOH·��GHVSLWH�QRW�EHLQJ�¶IDLU·��LI�DIWHU�FRQVLGHULQJ�RWKHU�VLJQLILFDQW�IDFWRUV�WKH�
LQWHUHVWV�RI�6KDUHKROGHUV�DUH�UHDVRQDEO\�EDODQFHG��

7KLV�5HSRUW�ZLOO�FRQFOXGH�E\�SURYLGLQJ�RXU�RSLQLRQ�DV�WR�ZKHWKHU�RU�QRW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�¶IDLU�
DQG�UHDVRQDEOH·���:KLOH�DOO�LVVXHV�QHHG�WR�EH�FRQVLGHUHG�EHIRUH�GUDZLQJ�DQ�RYHUDOO�FRQFOXVLRQ��ZH�ZLOO�
DVVHVV�WKH�IDLUQHVV�DQG�UHDVRQDEOHQHVV�LVVXHV�VHSDUDWHO\�IRU�FODULW\����

:H�KDYH�QRW�SURYLGHG�DQ\�DGYLFH��WD[DWLRQ��OHJDO�RU�RWKHUZLVH�LQ�UHODWLRQ�WR�WKH�RSHUDWLRQ�RI�WKH�3URSRVHG�
7UDQVDFWLRQ���2WKHU�DGYLVRUV�KDYH�SURYLGHG�DGYLFH�WR�&LWLJROG�LQ�UHODWLRQ�WR�WKH�3URSRVHG�7UDQVDFWLRQ�RQ�
WKRVH�PDWWHUV���

,Q�WKH�SURFHVV�RI�PDNLQJ�DQ�DVVHVVPHQW�RI�WKH�3URSRVHG�7UDQVDFWLRQ��ZH�KDYH�PDGH�FHUWDLQ�DVVXPSWLRQV���
:KHUH�WKHVH�DVVXPSWLRQV�DUH�PDWHULDO�WR�RXU�ZRUN��ZH�KDYH�VWDWHG�WKHP�LQ�WKLV�5HSRUW��

7KLV�5HSRUW�KDV�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�$3(6������9DOXDWLRQ�6HUYLFHV�LVVXHG�E\�WKH�$FFRXQWLQJ�
3URIHVVLRQDO�	�(WKLFDO�6WDQGDUGV�%RDUG�LQ�0D\�������

� �
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���� %DFNJURXQG�RI�&LWLJROG��
7KLV�VHFWLRQ�SURYLGHV�D�EDFNJURXQG�VXPPDU\�RI�&LWLJROG�DQG�LV�VWUXFWXUHG�DV�IROORZV��

x� 6HFWLRQ�����SURYLGHV�D�EULHI�RYHUYLHZ�RI�&LWLJROG�DQG�LWV�NH\�DVVHWV��

x� 6HFWLRQ�����GHVFULEHV�WKH�HTXLW\�VWUXFWXUH�RI�&LWLJROG��

x� 6HFWLRQ�����VXPPDULVHV�WKH�VKDUH�PDUNHW�SHUIRUPDQFH�RI�&LWLJROG�VKDUHV��DQG�

x� 6HFWLRQ�����VXPPDULVHV�WKH�KLVWRULFDO�ILQDQFLDO�LQIRUPDWLRQ�RI�&LWLJROG��

���� 2YHUYLHZ�RI�&LWLJROG��

������ %DFNJURXQG�RI�&LWLJROG�

&LWLJROG�LV�DQ�$XVWUDOLDQ�JROG�PLQLQJ�DQG�H[SORUDWLRQ�FRPSDQ\�RSHUDWLQJ�LQ�WKH�&KDUWHUV�7RZHUV�JROGILHOGV��
7KH�&RPSDQ\�ZDV�RULJLQDOO\�IRUPHG�LQ������DV�
&KDUWHUV�7RZHUV�*ROG�0LQHV
�EHIRUH�FKDQJLQJ�LWV�QDPH�WR�
&LWLJROG�&RUSRUDWLRQ�LQ��������

&LWLJROG·V�PLQLQJ�DUHD��WKH�&KDUWHUV�7RZHUV�*ROGILHOG��LV�ORFDWHG�������NLORPHWUHV�QRUWK�RI�%ULVEDQH��DQG�
����NLORPHWUHV�VRXWK�ZHVW�IURP�WKH�PDMRU�FRDVWDO�SRUW�RI�7RZQVYLOOH��7KH�&KDUWHUV�7RZHUV�*ROGILHOG�
FRQVLVWV�RI����PLQLQJ�OHDVHV�FRYHULQJ�D�WRWDO�DUHD�RI�DSSUR[LPDWHO\������VTXDUH�NLORPHWUHV��(VWDEOLVKHG�
PLQH�VLWHV�LQ�WKH�&KDUWHUV�7RZHUV�*ROGILHOG�LQFOXGH�WKH�&HQWUDO�0LQH�DQG�WKH�,PSHULDO�0LQH��ZKLFK�DUH�D�
SDUW�RI�WKH�FHQWUDO�DQG�VRXWKHUQ�DUHDV�RI�WKH�&KDUWHUV�7RZHUV�*ROGILHOG�UHVSHFWLYHO\��&LWLJROG�KDV�EHHQ�
PLQLQJ�DQG�H[WUDFWLQJ�YDOXDEOH�PHWDOV�LQ�WKHVH�DUHDV�LQWHUPLWWHQWO\�IURP�������DQG�FRQWLQXRXVO\�VLQFH�
�������2YHU��������RXQFHV�RI�JROG�DQG��������RXQFHV�RI�VLOYHU�KDYH�EHHQ�SURGXFHG�VLQFH������IURP�WKH�
DUHD��

,Q�0D\�������WKH�&RPSDQ\�HQJDJHG�D�JHRORJLFDO�H[SHUW��3DWKILQGHU�([SORUDWLRQV��WR�FRQGXFW�D�UHYLHZ�DQG�
HYDOXDWLRQ�RI�WKH�WHFKQLFDO�DVSHFWV�RI�WKH�&KDUWHUV�7RZHUV�*ROGILHOG��$FFRUGLQJ�WR�WKH�UHSRUW��0LQHUDO�
5HVRXUFHV�LQ�WKH�&KDUWHUV�7RZHUV�*ROGILHOG�DUH����PLOOLRQ�WRQQHV�RI�JROG�EHDULQJ�RUH�DW�DQ�DYHUDJH�JUDGH�
RI����JUDPV�RI�JROG�SHU�WRQQH��LPSO\LQJ����PLOOLRQ�RXQFHV�RI�LQIHUUHG�JROG�UHVRXUFH�GHILQHG�WR�-RLQW�2UH�
5HVHUYHV�&RPPLWWHH��¶-25&·��&RGH�UHSRUWLQJ�VWDQGDUGV��7KH�-25&�SUREDEOH�RUH�UHVHUYHV�ZDV�
DSSUR[LPDWHO\������PLOOLRQ�RXQFHV�RI�JROG�DQG������PLOOLRQ�RXQFHV�RI�VLOYHU��7KLV�JROG�GHSRVLW�LV�FXUUHQWO\�
WKH�ODUJHVW�KLJK�JUDGH�JROG�UHVRXUFH�LQ�$XVWUDOLD���

:LWK�WKLV�VXEVWDQWLDO�UHVRXUFHV�DQG�UHVHUYHV�EDVH��&LWLJROG�SODQV�WR�EXLOG�XS�JROG�SURGXFWLRQ�WR���������
RXQFHV�SHU�DQQXP�LQ�VWDJHV�RYHU�D�ILYH�\HDU�UDPS�XS�SHULRG�ZLWK�D�OLIH�RI�RYHU����\HDUV��%DVHG�RQ�D�VHULHV�
RI�PRGHOOLQJ��WKH�FDSLWDO�GHYHORSPHQW�SURJUDP�UHTXLUHV������PLOOLRQ�WR�EH�LQYHVWHG�RYHU�WKH�QH[W�IRXU�
\HDUV���7KH�&RPSDQ\�HVWLPDWHV�WKDW�LW�ZLOO�UHTXLUH������PLOOLRQ��DV�UDLVHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ��
IRU�WKH�GHYHORSPHQW�SURJUDP�ZLWK�WKH�UHVW�WR�EH�SURYLGHG�IURP�FDVK�IORZ�IURP�WKH�GHYHORSPHQW��

7KH�OHYHO�RI�FDSLWDO�UHTXLUHG�ZLOO�XOWLPDWHO\�GHSHQG�RQ�D�QXPEHU�RI�IDFWRUV�LQFOXGLQJ�WKH�SUHYDLOLQJ�JROG�
SULFH��DFWXDO�FDSLWDO�FRVWV�LQFXUUHG��RSHUDWLQJ�FRVWV��DYDLODELOLW\�RI�GHEW�ILQDQFH�HWF��

�������������������������������������������������
��� 8QOHVV�RWKHUZLVH�VWDWHG��WKH�LQIRUPDWLRQ�LQ�WKLV�VHFWLRQ�RI�WKH�5HSRUW�LV�EDVHG�RQ�&LWLJROG·V�$QQXDO�5HSRUWV��

GRFXPHQWV�IURP�&LWLJROG·V�ZHEVLWH�DQG�LQIRUPDWLRQ�SURYLGHG�WR�XV�E\�&LWLJROG��
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([LVWLQJ�PLQLQJ�RSHUDWLRQV�DW�&KDUWHUV�7RZHUV�*ROGILHOG�DGRSW�XQGHUJURXQG�PLQLQJ�PHWKRGV��NQRZQ�DV�WKH�
GULOO�DQG�EODVW�WHFKQLTXHV��7KH�JROG�GHSRVLWV�DUH�DFFHVVHG�E\�WZR�GRZQZDUG�VORSLQJ�WXQQHOV��)ROORZLQJ�WKH�
PLQLQJ�SURFHVV��EURNHQ�RUH�LV�WKHQ�WUDQVSRUWHG�IURP�WKH�VWRSHV�WR�D�WUDQVSRUWDEOH�XQGHUJURXQG�FUXVKLQJ��
VFUHHQLQJ��DQG�DXWR�VRUWLQJ�SODQW�IRU�LQLWLDO�SUH�SURFHVVLQJ�WR�UHPRYH�WKH�EDUUHQ�ZDVWH���

7KH�JROG�H[WUDFWLRQ�SODQW�LV�ORFDWHG�DZD\�IURP�WKH�SRSXODWHG�DUHDV�RI�WKH�WRZQ�DERXW����NLORPHWUHV�VRXWK�
ZHVW�RI�WKH�&KDUWHUV�7RZHUV�WRZQ�FHQWUH�DORQJ�WKH�*UHJRU\�+LJKZD\���,W�KDV�D�FDSDFLW\�WR�SURFHVV�
DSSUR[LPDWHO\���������WRQQHV�RI�JROG�EHDULQJ�RUH�SHU�\HDU��7KHUH�LV�DOVR�D�JUDYLW\�JROG�UHFRYHU\�FLUFXLW�
ZLWKLQ�WKH�RYHUDOO�SODQW�GHVLJQ�WR�UHFRYHU�VRPH�FRDUVH�JROG�SDUWLFOHV��&XUUHQWO\��WKH�JROG�H[WUDFWLRQ�SODQW�
VWLOO�KDV�VXEVWDQWLDO�VSDUH�FDSDFLW\��

,Q�DGGLWLRQ�WR�WKH�SULPDU\�RSHUDWLRQ�LQ�WKH�&KDUWHUV�7RZHUV�*ROGILHOG��&LWLJROG�DOVR�FRQWUROV�DSSUR[LPDWHO\�
������VTXDUH�NLORPHWUHV�RI�H[SORUDWLRQ�WHQHPHQWV�DGMDFHQW�WR�LWV�PLQLQJ�RSHUDWLRQV���7KHVH�WHQHPHQWV�
FRPSULVH�0LQHUDO�'HYHORSPHQW�/LFHQVHV��¶0'/·��WKDW�FRYHU�WKH�GLUHFW�H[WHQVLRQV�WR�WKH�PLQLQJ�DUHDV�LQ�
UHDGLQHVV�IRU�IXWXUH�FRQYHUVLRQ�LQWR�0LQLQJ�/HDVHV�SULRU�WR�JROG�SURGXFWLRQ��DQG�([SORUDWLRQ�3HUPLWV�
0LQHUDOV�WKDW�DUH�EHLQJ�H[SORUHG�WR�H[SDQG�WKH�NQRZQ�JROG�GHSRVLWV��7KHVH�H[SORUDWLRQ�WHQHPHQWV�FRYHU�
DSSUR[LPDWHO\����SURVSHFWV�WKDW�KDYH�SRWHQWLDO�IRU�HFRQRPLF�PLQHUDOLVDWLRQ��

$Q�DQDO\VLV�RI�WKH�$XVWUDOLDQ�JROG�PLQLQJ�LQGXVWU\�DQG�$XVWUDOLDQ�PLQHUDOV�H[SORUDWLRQ�LQGXVWU\��LQ�ZKLFK�
&LWLJROG�FRXOG�EH�FRQVLGHUHG�WR�RSHUDWH��LV�SURYLGHG�LQ�$SSHQGL[�$�RI�WKLV�5HSRUW���

$�VXPPDU\�RI�&LWLJROG·V�PLQHUDO�WHQXUHV�LV�SURYLGHG�LQ�6HFWLRQ��������

������ 2YHUYLHZ�RI�&LWLJROG·V�0LQHUDO�7HQXUHV�

&HQWUDO�0LQLQJ�$UHD�

7KH�&HQWUDO�0LQLQJ�$UHD�ZDV�LQLWLDOO\�HVWDEOLVKHG�DV�D�PLQH�VLWH�LQ�WKH�ODWH�����V���&LWLJROG�DFKLHYHG�IXOO�
FRQWURO�RI�WKH�DUHD�LQ������ZKHQ�WKH�&RPSDQ\�DFTXLUHG�WZR�FRPSDQLHV��*UHDW�0LQHV�/WG�DQG�&KDUWHUV�
7RZHUV�0LQHV�3W\�/WG��WKDW�KHOG�FHUWDLQ�PLQLQJ�OHDVHV�DQG�ULJKWV�RYHU�SDUWV�RI�WKH�&KDUWHUV�7RZHUV�
*ROGILHOG��

$V�SDUW�RI�&LWLJROG·V�PLQHUDO�UHVRXUFH�HVWLPDWLRQ�LQ�0D\�������WKHUH�ZHUH�����QHZ�GULOO�LQWHUVHFWLRQV�LQ�WKH�
&HQWUDO�0LQLQJ�$UHD��2I�WKH����PLOOLRQ�RXQFHV�RI�WRWDO�UHVRXUFH�LQ�WKH�&KDUWHUV�7RZHUV�*ROGILHOG��WKH�
&HQWUDO�0LQLQJ�$UHD�FRQWDLQV�DSSUR[LPDWHO\���PLOOLRQ�RXQFHV�RI�WKH�JROG�UHVRXUFH�DW����JUDPV�RI�JROG�SHU�
WRQQH���

&XUUHQWO\��WKHUH�LV�QR�JROG�EHLQJ�SURGXFHG�IURP�WKH�&HQWUDO�0LQLQJ�$UHD���7KLV�DUHD�LQFOXGHV�VHYHUDO�PDMRU�
UHHIV�WKDW�ZLOO�IRUP�WKH�EDVLV�RI�WKH�¶VXSHU�PLQH·�ZKHUH�QHDUO\�IRXU�NLORPHWUHV�RI�UHHI�VWULNH�OLQH�ZLOO�EH�
GHYHORSHG��7KH�&RPSDQ\�SUHGLFWV�WKDW�WKH�&HQWUDO�0LQLQJ�$UHD�ZLOO�EH�DEOH�WR�SURGXFH�RYHU���������
RXQFHV�RI�JROG�SHU�DQQXP�RQFH�WKH�PDMRU�GHYHORSPHQW�ZRUN�LV�FRPSOHWHG����

6RXWKHUQ�0LQLQJ�$UHD�

7KH�6RXWKHUQ�0LQLQJ�$UHD�RI�WKH�&KDUWHUV�7RZHUV�*ROGILHOG�FRQWDLQV�&LWLJROG·V�SULPDU\�PLQH�NQRZQ�DV�WKH�
,PSHULDO�0LQH��7KH�,PSHULDO�0LQH�FRPPHQFHG�SURGXFWLRQ�LQ������DQG�LV�ORFDWHG�DSSUR[LPDWHO\�ILYH�
NLORPHWUHV�VRXWKHDVW�RI�&KDUWHUV�7RZHUV·�FLW\�FHQWUH���

7KH�0D\������UHVRXUFH�DQG�UHVHUYHV�UHSRUW�LQGLFDWHV�WKDW�WKH�6RXWKHUQ�0LQLQJ�$UHD�UHSUHVHQWV�
DSSUR[LPDWHO\���PLOOLRQ�RXQFHV�RI�WKH�RYHUDOO�LQIHUUHG�JROG�UHVRXUFH�DW�&KDUWHUV�7RZHUV�RI����PLOOLRQ�
RXQFHV��
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&LWLJROG·V������ILQDQFLDO�\HDU�SURGXFWLRQ�ZDV�SULPDULO\�IURP�WKH�,PSHULDO�0LQH��$SSUR[LPDWHO\��������
WRQQHV�RI�JROG�EHDULQJ�RUH�ZDV�WUXFNHG�IURP�WKH�,PSHULDO�0LQH�WR�WKH�SURFHVVLQJ�SODQW���3URFHVVLQJ�SODQW�
UHFRYHULHV�KDYH�FRQVLVWHQWO\�EHHQ�DURXQG������

0LQHUDO�'HYHORSPHQW�/LFHQFHV�DQG�([SORUDWLRQ�3HUPLWV�

,Q�0D\�������&LWLJROG�ZDV�JUDQWHG�D�QHZ������VTXDUH�NLORPHWUH�0'/�E\�WKH�0LQLVWHU�IRU�1DWXUDO�5HVRXUFHV�
DQG�0LQHV�IRU�WKH�6WDWH�RI�4XHHQVODQG���

&LWLJROG�FXUUHQWO\�KDV�ILYH�0'/·V��0'/������0'/������0'/������0'/������DQG�0'/�������ILYH�([SORUDWLRQ�
3HUPLWV�0LQHUDOV��¶(30·���(30��������(30��������(30��������(30�������DQG�(30����������DQG�RQH�
([SORUDWLRQ�3HUPLWV�0LQHUDOV�$SSOLFDWLRQV��¶(30$·���(30$��������ORFDWHG�DGMDFHQW�WR�WKH�FHQWUDO�DQG�
VRXWKHUQ�DUHDV�RI�WKH�&KDUWHUV�7RZHUV�*ROGILHOG��7KHVH�GHYHORSPHQW�OLFHQFHV�DQG�H[SORUDWLRQ�SHUPLWV�
FRYHU�D�WRWDO�DUHD�RI�������VTXDUH�NLORPHWUHV��������VTXDUH�NLORPHWUHV�H[FOXGLQJ�WKH�(30$·V���

���� (TXLW\�6WUXFWXUH�RI�&LWLJROG�

$V�DW����$SULO�������&LWLJROG�KDG�WKH�IROORZLQJ�VHFXULWLHV�RQ�LVVXH��

x� ��������������IXOO\�SDLG�RUGLQDU\�VKDUHV���

x� ����������XQOLVWHG�RSWLRQV�H[SLULQJ�RQ����-XQH�������H[HUFLVDEOH�DW�������SHU�RSWLRQ��DQG�

x� 7KUHH�FRQYHUWLEOH�ERQGV�FRQYHUWLEOH�WR������������VKDUHV�RQ�RU�EHIRUH���$SULO��������

������ 7RS�7HQ�6KDUHKROGHUV�RI�&LWLJROG�2UGLQDU\�6KDUHV�

7KH�WRS����VKDUHKROGHUV�RI�&LWLJROG�RUGLQDU\�VKDUHV�DV�DW����$SULO������DUH�VHW�RXW�LQ�7DEOH�����EHORZ���

7DEOH������7RS����&LWLJROG�6KDUHKROGHUV�DV�DW����$SULO������

� 6KDUHKROGHU� 1XPEHU�RI�6KDUHV� 3HUFHQWDJH�RI�7RWDO�6KDUHV�����

�� /LRQJROG�&RUS�/WG� ������������ ������

�� .�6HUD�6HUD�+ROGLQJV�3W\�/WG� ����������� �����

�� $XURUD�,QYHVWPHQWV�/LPLWHG� ����������� �����

�� &LWLFRUS�1RPLQHHV�3W\�/LPLWHG� ����������� �����

�� 82%�.D\�+LDQ�3ULYDWH�/LPLWHG� ����������� �����

�� 3KLOOLS�6HFXULWLHV�3WH�/WG� ����������� �����

�� -3�0RUJDQ�1RPLQHHV�$XVWUDOLD�/LPLWHG�� ����������� �����

�� '0*�	�3DUWQHUV�6HFXULWLHV�3W\�/WG�� ����������� �����

�� +6%&�&XVWRG\�1RPLQHHV��$XVWUDOLD��/LPLWHG� ����������� �����

��� 0U�.LP�7HFN�.RK� ����������� �����

� %DODQFH�RI�6KDUHKROGHUV� ������������ ������

� 7RWDO� �������������� �����

6RXUFH��&LWLJROG�6KDUH�5HJLVWHU�DV�DW����$SULO������

�
�������������������������������������������������
��2Q����$SULO�������DQ�,QLWLDO�7UDQFKH�RI����PLOOLRQ�ZDV�UHFHLYHG�E\�&LWLJROG��,I�DOO�RI�WKHVH�ERQGV�ZHUH�WR�EH�FRQYHUWHG�������������
QHZ�VKDUHV�LQ�&LWLJROG�ZRXOG�EH�LVVXHG��VXEMHFW�WR�WKH�DQWL�GLOXWLRQ�SURYLVLRQV�LQ�WKH�DJUHHPHQW���



�

���

���� 6KDUH�0DUNHW�3HUIRUPDQFH�RI�&LWLJROG�

7KLV�VHFWLRQ�VHWV�RXW�DQ�DQDO\VLV�RI�WKH�VKDUH�PDUNHW�SHUIRUPDQFH�RI�&LWLJROG�VKDUHV�E\�FRQVLGHULQJ�WKH�
IROORZLQJ��

x� 7KH�PRVW�UHFHQW�SULFH�RI�&LWLJROG�VKDUHV�RQ�WKH�$6;��6HFWLRQ���������DQG�

x� 7KH�OLTXLGLW\�RI�&LWLJROG�VKDUHV��6HFWLRQ���������

������ &LWLJROG�6KDUH�3ULFH�0RYHPHQWV�

&LWLJROG�VKDUHV�DUH�OLVWHG�RQ�WKH�$6;��)LJXUH�����EHORZ�VKRZV�&LWLJROG·V�GDLO\�YROXPH�ZHLJKWHG�DYHUDJH�
VKDUH�SULFH�DQG�WKH�YROXPH�RI�VKDUHV�WUDGHG�HDFK�GD\�RYHU�WKH�SHULRG�IURP���$SULO������WR���$SULO������
LQFOXVLYH���

)LJXUH������'DLO\�9:$3�DQG�9ROXPH�7UDGHG�IRU�&LWLJROG�IURP���$SULO������WR���$SULO������

�

6RXUFH�� %ORRPEHUJ�DV�DW����$SULO������

2YHU�WKH�SHULRG�JUDSKHG�LQ�)LJXUH������&LWLJROG·V�GDLO\�9:$3�VKRZV�D�SHULRG�ORZ�RI�$��������RQ����0D\�
�����DQG�D�SHULRG�KLJK�RI�$��������RQ����-XO\��������

,Q�DGGLWLRQ�WR�WKH�VKDUH�SULFH�DQG�WUDGLQJ�GDWD��ZH�KDYH�DOVR�SURYLGHG�DGGLWLRQDO�LQIRUPDWLRQ�LQ�WKLV�
5HSRUW�WR�DVVLVW�UHDGHUV�WR�XQGHUVWDQG�SRVVLEOH�UHDVRQV�IRU�PRYHPHQWV�LQ�&LWLJROG·V�VKDUH�SULFH�DQG�YROXPH�
RI�VKDUHV�WUDGHG�RYHU�WKH�WLPH�SHULRG�DQDO\VHG���7KH�UHIHUHQFHV�LQ�)LJXUH�����FRUUHVSRQG�WR�WKH�UHIHUHQFHV�
LQ�7DEOH�����EHORZ��

�

�

�������

���������

���������

���������

���������

���������

���������

���������

�������

�������

�������

�������

�������

�������

�������

�������

�������

'
DL

O\
�9

RO
XP

H

'
DL

O\
�9

:
$
3�

��
�

'DLO\�9ROXPH 'DLO\�9:$3

;ĂͿ

;ďͿ

;ĐͿ

;ĚͿ

;ĞͿ ;ĨͿ



�

���

7DEOH������6XPPDU\�RI�6HOHFWHG�&LWLJROG�$QQRXQFHPHQWV�RYHU�WKH�3HULRG���$SULO������WR���$SULO������

�� 'DWH� $QQRXQFHPHQW�

�D�� ���0D\���� &LWLJROG�DQQRXQFHV�WKDW�D�QHZ�������KHFWDUH�0'/��0'/������KDV�EHHQ�JUDQWHG�WR�WKH�&RPSDQ\�
E\�WKH�0LQLVWHU�IRU�1DWXUDO�5HVRXUFHV�DQG�0LQHV�IRU�WKH�6WDWH�RI�4XHHQVODQG��

�E�� ���0D\���� &LWLJROG�DQQRXQFHV�WKH�UHOHDVH�RI�WKH�WHFKQLFDO�UHSRUW�¶0LQHUDO�5HVRXUFHV�DQG�5HVHUYHV�����·�
IRU�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��7KH�JROG�RUH�UHVHUYHV�KDYH�LQFUHDVHG�E\�QHDUO\�����DQG�
WKH�PLQHUDO�UHVRXUFHV�KDYH�LQFUHDVHG�E\������

�F�� ���-XQ���� &LWLJROG�DQQRXQFHV�WKDW�LW�KDV�UHDFKHG�DQ�DJUHHPHQW�ZLWK�/LRQ*ROG�&RUS�/LPLWHG�WR�LQYHVW�����
PLOOLRQ�LQ�&LWLJROG��8QGHU�WKH�WHUPV�RI�WKH�SODFHPHQW������PLOOLRQ�QHZ�&LWLJROG�VKDUHV�DUH�
LVVXHG�DW�������SHU�VKDUH��UHSUHVHQWLQJ�D�SUHPLXP�RI�RYHU�����WR�WKH�ODVW�WUDGHG�&LWLJROG�VKDUH�
SULFH��

�G�� ���6HS���� &LWLJROG�UHOHDVHV�LWV�IXOO�\HDU�VWDWXWRU\�DFFRXQWV��ZKLFK�VXPPDULVH�WKH�ILQDQFLDO�SHUIRUPDQFH�
RI�WKH�&RPSDQ\�IRU�WKH������ILQDQFLDO�\HDU��

�H�� ���'HF���� &LWLJROG�DQQRXQFHV�WKDW�LW�KDV�UHDFKHG�DQ�DJUHHPHQW�ZLWK�/LRQ*ROG�&RUS�/LPLWHG�WR�LQYHVW�DQ�
DGGLWLRQDO����PLOOLRQ�LQ�&LWLJROG��8QGHU�WKH�WHUPV�RI�WKH�SODFHPHQW��������PLOOLRQ�QHZ�&LWLJROG�
VKDUHV�DUH�LVVXHG�DW�������SHU�VKDUH��UHSUHVHQWLQJ�D�SUHPLXP�RI�RYHU�����WR�WKH�ODVW�WUDGHG�
&LWLJROG�VKDUH�SULFH��

�I�� ���'HF���� &LWLJROG�DQQRXQFHV�WKDW�LW�KDV�DJUHHG�WR�VHOO�LWV�HQWLUH�KROGLQJ�LQ�*DWHZD\�0LQLQJ�/LPLWHG�IRU�
�����PLOOLRQ���

6RXUFH�� &LWLJROG�$6;�$QQRXQFHPHQWV�

,Q�7DEOH�����EHORZ��ZH�KDYH�VHW�RXW�&LWLJROG·V�9:$3�IRU�WKH���ZHHN����PRQWK����PRQWKV����PRQWKV��
��PRQWKV�DQG����PRQWKV�SULRU�WR���$SULO���������

7DEOH������&LWLJROG·V�9:$3�SULRU�WR���$SULO������

3HULRG�EHIRUH���$SULO������ 3HULRG�LQFOXGHG�LQ�9:$3� 9:$3�����

��:HHN� ���0DU������WR���$SU������ ��������

��0RQWK� ��0DU������WR���$SU������ ��������

��0RQWKV� ��-DQ������WR���$SU������ ��������

��0RQWKV� ��2FW������WR���$SU������ ��������

��0RQWKV� ��-XO������WR���$SU������ ��������

���0RQWKV� ��$SU������WR���$SU������ ��������

6RXUFH�� %ORRPEHUJ�DV�DW����$SULO������
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7KH�LQIRUPDWLRQ�SUHVHQWHG�LQ�7DEOH�����DERYH�LV�VKRZQ�JUDSKLFDOO\�LQ�)LJXUH�����EHORZ��

)LJXUH������&LWLJROG·V�9:$3�SULRU�WR���$SULO������

�

6RXUFH�� %ORRPEHUJ�

������ /LTXLGLW\�RI�&LWLJROG�6KDUHV��

7KH�UDWH�DW�ZKLFK�VKDUHV�DUH�WUDGHG�LV�JHQHUDOO\�UHIHUUHG�WR�DV�WKH�¶OLTXLGLW\·�RI�WKH�VKDUHV���&KDQJHV�LQ�
OLTXLGLW\�PD\�LPSDFW�WKH�WUDGLQJ�SULFH�RI�VKDUHV��GHSHQGLQJ�RQ�WKH�QXPEHU�RI�VKDUHV�UHTXLUHG�WR�EH�ERXJKW�
DQG�RU�VROG�DQG�WKH�WLPH�SHULRG�RYHU�ZKLFK�WKH�VKDUHKROGHU�QHHGV�WR�EX\�DQG�RU�VHOO�WKRVH�VKDUHV���
'HSHQGLQJ�RQ�WKH�FLUFXPVWDQFHV��D�PRYHPHQW�LQ�PDUNHW�SULFH�PD\�RU�PD\�QRW�UHSUHVHQW�D�VKLIW�LQ�YDOXH�RI�
HLWKHU�WKH�VKDUH�RU�D�VKLIW�LQ�YDOXH�RI�WKH�FRPSDQ\�WR�ZKLFK�WKH�VKDUHV�UHODWH�DV�D�ZKROH��

7DEOH�����EHORZ�VXPPDULVHV�WKH�PRQWKO\�OLTXLGLW\�RI�&LWLJROG�VKDUHV�IURP�$SULO������WR�$SULO��������
/LTXLGLW\�KDV�EHHQ�VXPPDULVHG�E\�FRQVLGHULQJ�WKH�IROORZLQJ���

xxxx� 9ROXPH�RI�&LWLJROG�VKDUH�WUDGHV�SHU�PRQWK���

xxxx� 9DOXH�RI�WRWDO�WUDGHV�LQ�&LWLJROG�VKDUHV�SHU�PRQWK��

xxxx� 1XPEHU�RI�WUDGHV�LQ�&LWLJROG�VKDUHV�SHU�PRQWK��

xxxx� 9ROXPH�ZHLJKWHG�DYHUDJH�SULFH�SHU�PRQWK��DQG�

xxxx� 1XPEHU�RI�VKDUHV�WUDGHG�SHU�PRQWK�DV�D�SHUFHQWDJH�RI�WRWDO�VKDUHV�RXWVWDQGLQJ�DW�WKH�HQG�RI�WKH�
PRQWK��
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7DEOH������/LTXLGLW\�RI�&LWLJROG�6KDUHV�RQ�WKH�$6;�

0RQWK�
7UDGHG�
9ROXPH�

9DOXH��
�0LOOLRQV��

1XPEHU�
RI�

7UDGHV�

6KDUHV��
2XWVWDQGLQJ�

9ROXPH�SHU��
6KDUHV�

2XWVWDQGLQJ�

0RQWKO\�
9:$3�

0DUFK������ ����������� ��������������� ���� �������������� ������ ��������

)HEUXDU\������ ����������� ��������������� ���� �������������� ������ ��������

-DQXDU\������ ���������� ��������������� ���� �������������� ������ ��������

'HFHPEHU������ ����������� ��������������� ���� �������������� ������ ��������

1RYHPEHU������ ���������� ��������������� ���� �������������� ������ ��������

2FWREHU������ ����������� ��������������� ���� �������������� ������ ��������

6HSWHPEHU������ ����������� ��������������� ���� �������������� ������ ��������

$XJXVW������ ����������� ��������������� ���� �������������� ������ ��������

-XO\������ ����������� ��������������� ���� �������������� ������ ��������

-XQH������ ����������� ��������������� ���� �������������� ������ ��������

0D\������ ����������� ��������������� ���� �������������� ������ ��������

$SULO������ ����������� ��������������� ���� �������������� ������ ��������

7RWDO� ������������ ������� ������ �� �������D�� ��������

6RXUFH�� %ORRPEHUJ�
�D�� :HLJKWHG�DYHUDJH�QXPEHU�RI�VKDUHV�RXWVWDQGLQJ�RYHU�WKH�SHULRG�DQDO\VHG�

$VVXPLQJ�D�ZHLJKWHG�DYHUDJH�QXPEHU�RI���������������RUGLQDU\�&LWLJROG�VKDUHV�RQ�LVVXH�RYHU�WKH�SHULRG��
DSSUR[LPDWHO\��������RI�WRWDO�VKDUHV�RQ�LVVXH�ZHUH�WUDGHG�RYHU�WKH����PRQWK�SHULRG�WR���$SULO��������,Q�
RXU�YLHZ��WKLV�LQGLFDWHV�WKDW�&LWLJROG·V�VKDUHV�GLVSOD\�D�UHODWLYHO\�ORZ�OHYHO�RI�OLTXLGLW\���

�

� �
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���

���� +LVWRULFDO�)LQDQFLDO�,QIRUPDWLRQ�

7KLV�VHFWLRQ�VHWV�RXW�WKH�KLVWRULFDO�ILQDQFLDO�LQIRUPDWLRQ�RI�&LWLJROG���$V�WKLV�5HSRUW�FRQWDLQV�RQO\�
VXPPDULVHG�KLVWRULFDO�ILQDQFLDO�LQIRUPDWLRQ��ZH�UHFRPPHQG�WKDW�DQ\�XVHU�RI�WKLV�5HSRUW�DOVR�UHDG�DQG�
XQGHUVWDQG�WKH�DGGLWLRQDO�QRWHV�DQG�ILQDQFLDO�LQIRUPDWLRQ�FRQWDLQHG�LQ�&LWLJROG·V�DQQXDO�UHSRUWV��

&LWLJROG·V�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�$XVWUDOLDQ�HTXLYDOHQWV�WR�,QWHUQDWLRQDO�
)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��RWKHU�DXWKRULWDWLYH�SURQRXQFHPHQWV�RI�WKH�$XVWUDOLDQ�$FFRXQWLQJ�6WDQGDUGV�
%RDUG�DQG�WKH�&RUSRUDWLRQV�$FW���&LWLJROG·V�ILQDQFLDO�VWDWHPHQWV�IRU�WKH����PRQWKV�SHULRGV�HQGHG����-XQH�
�����������DQG������ZHUH�DXGLWHG�E\�.6�%ODFN�DQG�&R����

%'2�&)4�KDV�QRW�SHUIRUPHG�DQ\�DXGLW�RU�UHYLHZ�RI�DQ\�W\SH�RQ�WKH�KLVWRULFDO�ILQDQFLDO�LQIRUPDWLRQ�RI�
&LWLJROG���:H�PDNH�QR�VWDWHPHQW�DV�WR�WKH�DFFXUDF\�RI�WKH�LQIRUPDWLRQ�SURYLGHG��

������ &RPSUHKHQVLYH�,QFRPH�

7DEOH�����VXPPDULVHV�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�FRPSUHKHQVLYH�LQFRPH�IRU�&LWLJROG�IRU�WKH����PRQWK�
SHULRGV�HQGHG����-XQH�������������������DQG�WKH�QLQH�PRQWKV�WR����0DUFK�������

7DEOH�������6WDWHPHQW�RI�&RPSUHKHQVLYH�,QFRPH�

��
��
��

$XGLWHG�
���0RQWKV�

(QGHG�
���-XQ����

��

$XGLWHG�
���0RQWKV�

(QGHG�
���-XQ����

��

$XGLWHG�
���0RQWKV�

(QGHG�
���-XQ����

��

8QDXGLWHG�
��0RQWKV�
(QGHG�

���0DU����
��

5HYHQXH� ����������� ����������� ����������� ����������

&RVW�RI�VDOHV� ������������� ������������ ������������ ����������

*URVV�SURILW� ���������� ���������� ���������� ����������

2WKHU�LQFRPH� ���������� �������� ������� ��������

(PSOR\HH�EHQHILWV�H[SHQVH� ������������ ������������ ������������ ������������

'HSUHFLDWLRQ�DQG�DPRUWLVDWLRQ�H[SHQVH� ������������ ������������ ���������� ����������

)LQDQFH�FRVWV� ������������ ���������� ������������ ����������

&RQVXOWLQJ�H[SHQVH� ���������� ���������� ���������� ������������

2WKHU�H[SHQVHV� ������������ ������������ ������������ ������������

,PSDLUPHQW�RI�QRQ�FXUUHQW�DVVHW� �� ���������� �������� ��

6KDUH�RI�ORVV�RI�DVVRFLDWH� ���������� ���������� ���������� ����������

3URILW��ORVV��EHIRUH�LQFRPH�WD[� ������� ������������ ������������ ������������

,QFRPH�WD[�H[SHQVH� �� �� �� ��

3URILW��ORVV��DIWHU�LQFRPH�WD[� ������� ������������ ������������ ������������

6KDUH�RI�RWKHU�FRPSUHKHQVLYH�LQFRPH�RI�
DVVRFLDWH�

������� ������ ��������� ���������

7RWDO�FRPSUHKHQVLYH�LQFRPH� �������� ������������ ������������ ������������

6RXUFH�� &LWLJROG�$QQXDO�5HSRUWV�IRU�WKH�\HDUV�HQGHG����-XQH�������������������DQG����0DUFK������PDQDJHPHQW�DFFRXQWV�



�

���

,Q�UHODWLRQ�WR�WKH�ILQDQFLDO�SHUIRUPDQFH�RI�&LWLJROG�VHW�RXW�LQ�7DEOH�����DERYH�ZH�QRWH�WKH�IROORZLQJ��

x� &LWLJROG·V�UHYHQXH�ZDV�DSSUR[LPDWHO\�������PLOOLRQ�LQ�)<�����GXH�WR�ERRVWLQJ�LWV�SURGXFWLRQ�
WHPSRUDULO\�WR��������RXQFHV�RI�JROG��6XEVHTXHQW�WR�)<������UHYHQXHV�UHPDLQHG�UHODWLYHO\�FRQVLVWHQW�
DW�DSSUR[LPDWHO\�������PLOOLRQ�DQG�������PLOOLRQ�IRU�)<�����DQG�)<�����UHVSHFWLYHO\���

x� ,Q�WKH�QLQH�PRQWKV�WR����0DUFK�������&LWLJROG·V�UHYHQXH�GHFUHDVHG�WR������PLOOLRQ�GXH�WR�D�PDMRU�VLWH�
UHVWUXFWXUH�DQG�PDLQWHQDQFH�DW�WKH�SURFHVVLQJ�SODQW��2YHU�WKH�QLQH�PRQWK�SHULRG��WKH�SURFHVVLQJ�RI�
RUH�IURP�WKH�,PSHULDO�0LQH�ZDV�RQO\�FRQGXFWHG�GXULQJ�WKH�ILUVW�WKUHH�ZHHNV�RI�1RYHPEHU��

x� &LWLJROG�KDG�DSSUR[LPDWHO\������PLOOLRQ�RI�LPSDLUPHQW�H[SHQVH�LQ�)<�����GXH�WR�D�GHFOLQH�LQ�WKH�VKDUH�
SULFH�RI�WKH�&RPSDQ\·V�KROGLQJV�LQ�*DWHZD\�0LQLQJ�/WG��$SSUR[LPDWHO\������PLOOLRQ�RI�WKH�LPSDLUPHQW�
H[SHQVH�ZDV�UHYHUVHG�LQ�)<������UHIOHFWLQJ�WKH�LQFUHDVH�LQ�WKH�VKDUH�SULFH�RI�*DWHZD\�0LQLQJ�/WG��

x� )LQDQFH�FRVWV�LQFUHDVHG�IURP������PLOOLRQ�LQ�)<�����WR������PLOOLRQ�LQ�)<�����GXH�WR�WKH�&RPSDQ\·V�
GHFLVLRQ�WR�ERUURZ�DQ�DGGLWLRQDO������PLOOLRQ��,QWHUHVW�RQ�WKH�DGGLWLRQDO�ORDQV�LV�FDOFXODWHG�DW�D�UDWH�RI�
����WR�����SHU�DQQXP��

x� 2YHU�WKH�WKUHH�ILQDQFLDO�\HDUV��GHSUHFLDWLRQ�DQG�DPRUWLVDWLRQ�H[SHQVH�KDV�GHFUHDVHG�IURP������PLOOLRQ�
LQ�)<�����WR������PLOOLRQ�LQ�)<������UHIOHFWLQJ�D�VLJQLILFDQW�UHGXFWLRQ�RI�OHDVHG�SODQW�DQG�HTXLSPHQW��

x� 7KH�UHODWLYHO\�KLJK�FRQVXOWLQJ�H[SHQVH�RI������PLOOLRQ�LQ�)<�����DQG������PLOOLRQ�LQ�WKH�QLQH�PRQWKV�WR�
0DUFK������FDQ�EH�SDUWLDOO\�DWWULEXWHG�WR�WKH�FRVW�RI�WKH�LQGHSHQGHQW�WHFKQLFDO�UHSRUW�SUHSDUHG�E\�
3DWKILQGHU�([SORUDWLRQ�DQG�WKH�FRVW�RI�HQJDJLQJ�6QRZGHQ�0LQLQJ�,QGXVWU\�&RQVXOWDQWV�3W\�/WG�WR�
SURYLGH�DQ�LQGHSHQGHQW�DXGLW�RQ�WKH�WHFKQLFDO�UHSRUW�SUHSDUHG�E\�3DWKILQGHU�([SORUDWLRQ��DQG�

x� 2WKHU�H[SHQVHV�RQ�WKH�SURILW�DQG�ORVV�VWDWHPHQW�LQFOXGHV�LQVXUDQFH��DGPLQLVWUDWLRQ�FRVW��UR\DOW\�
SD\PHQWV��WHQHPHQW�FKDUJHV��WUDYHO�H[SHQVHV��SURIHVVLRQDO�IHHV��DQG�ORVVHV�UHODWLQJ�WR�FXUUHQF\�
WUDQVODWLRQV��

������ )LQDQFLDO�3RVLWLRQ�

7DEOH�����VXPPDULVHV�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�IRU�&LWLJROG�DV�DW����-XQH�������
������������DQG�DV�DW����0DUFK�������

7DEOH�������6WDWHPHQW�RI�)LQDQFLDO�3RVLWLRQ�

��
��
��

$XGLWHG�
$V�DW�

���-XQ����
��

$XGLWHG�
$V�DW�

���-XQ����
��

$XGLWHG�
$V�DW�

���-XQ����
��

8QDXGLWHG�
$V�DW�

���0DU����
��

&XUUHQW�$VVHWV�

&DVK�DQG�FDVK�HTXLYDOHQWV� ������������������ ������������������ ������������������ ������������������

5HFHLYDEOHV� ������������������ ������������������ ������������������ ������������������

,QYHQWRULHV� ������������������ ������������������ ������������������ ������������������

7RWDO�FXUUHQW�DVVHWV� ���������������� ���������������� ��������������� ����������������

1RQ�&XUUHQW�$VVHWV�

,QYHVWPHQWV�LQ�DVVRFLDWHV� ������������������ ������������������ ������������������ ����

3URSHUW\��SODQW�DQG�HTXLSPHQW� ����������������� ����������������� ����������������� �����������������

2WKHU�QRQ�FXUUHQW�DVVHWV� ������������������ ������������������ ������������������ ������������������
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���

��
��
��

$XGLWHG�
$V�DW�

���-XQ����
��

$XGLWHG�
$V�DW�

���-XQ����
��

$XGLWHG�
$V�DW�

���-XQ����
��

8QDXGLWHG�
$V�DW�

���0DU����
��

7RWDO�QRQ�FXUUHQW�DVVHWV� �������������� �������������� �������������� ��������������

7RWDO�DVVHWV� �������������� �������������� �������������� ��������������

&XUUHQW�/LDELOLWLHV�

3D\DEOHV�DQG�DFFUXHG�OLDELOLWLHV� ������������������ ������������������ ������������������ ������������������

%RUURZLQJV� ������������������ ������������������ ������������������ ������������������

3URYLVLRQV� ������������������ ������������������ ������������������ ������������������

2WKHUV� ������������������ ���� ���� ���������������������

7RWDO�FXUUHQW�OLDELOLWLHV� ��������������� ���������������� ��������������� ����������������

1RQ�&XUUHQW�/LDELOLWLHV�

%RUURZLQJV� ������������������ ������������������ ���� ���������������������

3URYLVLRQV� ������������������ ������������������ ������������������ ������������������

7RWDO�QRQ�FXUUHQW�OLDELOLWLHV� ���������������� ����������������� ����������������� �����������������

7RWDO�OLDELOLWLHV� ��������������� ��������������� ��������������� ����������������

1HW�DVVHWV� �������������� �������������� �������������� ��������������

(TXLW\�

,VVXHG�FDSLWDO� ����������������� ����������������� ����������������� �����������������

5HVHUYHV� ����������������� ����������������� ����������������� �����������������

$FFXPXODWHG�ORVVHV� ����������������� ����������������� ����������������� �����������������

7RWDO�HTXLW\�DWWULEXWDEOH�WR�
VKDUHKROGHUV�RI�WKH�FRPSDQ\� �������������� �������������� �������������� ��������������

1RQ�FRQWUROOLQJ�LQWHUHVW� ������������������� ������������������� ������������������� �������������������

7RWDO�HTXLW\� �������������� �������������� �������������� ��������������

6RXUFH�� &LWLJROG�$QQXDO�5HSRUWV�IRU�WKH�\HDUV�HQGHG����-XQH�������������������DQG����0DUFK������0DQDJHPHQW�DFFRXQWV�

:LWK�UHIHUHQFH�WR�WKH�ILQDQFLDO�SRVLWLRQ�RI�&LWLJROG�VHW�RXW�LQ�7DEOH�����DERYH��ZH�QRWH�WKH�IROORZLQJ��

x� ,QYHQWRU\�GHFUHDVHG�IURP������PLOOLRQ�LQ�)<�����WR������PLOOLRQ�LQ�)<�����GXH�WR�WKH�VDOH�RI�JROG�DQG�
VLOYHU�RQ�KDQG�GXULQJ�WKH�SHULRG��

x� &LWLJROG·V�LQYHVWPHQWV�LQ�DVVRFLDWHV�ZHUH�QLO�DV�DW����0DUFK������GXH�WR�WKH�VDOH�RI�WKH�&RPSDQ\·V�
HQWLUH�KROGLQJ�LQ�*DWHZD\�0LQLQJ�/WG�LQ����'HFHPEHU�������

x� $V�DW����-XQH�������SURSHUW\��SODQW��DQG�HTXLSPHQW�FRPSULVH�RI��

�� ([SORUDWLRQ��HYDOXDWLRQ�DQG�GHYHORSPHQW�H[SHQGLWXUH����������

�� 'HYHORSPHQW�SURSHUW\����������

�� 3ODQW�DQG�HTXLSPHQW���������

�� )UHHKROG�ODQG�DQG�EXLOGLQJV���������DQG�



�

���

x� &LWLJROG·V�OHYHO�RI�JHDULQJ�KDV�EHHQ�UHODWLYHO\�ORZ��UDQJLQJ�IURP������LQ�)<�����WR������LQ�)<������7KLV�
LV�FRQVLVWHQW�ZLWK�WKH�&RPSDQ\·V�WDUJHW�JHDULQJ�OHYHO�RI�EHORZ�����DQG�VXJJHVWV�WKDW�WKH�FRPSDQ\�LV�
QRW�FXUUHQWO\�VXEMHFW�WR�VXEVWDQWLDO�GHEW�REOLJDWLRQV���

������ &DVK�)ORZV�

7DEOH�����VXPPDULVHV�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�FDVK�IORZV�IRU�&LWLJROG�IRU�WKH����PRQWK�SHULRGV�
HQGHG����-XQH�������������������DQG�WKH�QLQH�PRQWKV�WR����0DUFK�������

7DEOH�������6WDWHPHQW�RI�&DVK�)ORZV�

��
��
��

$XGLWHG�
���0RQWKV�

(QGHG�
���-XQ����

��

$XGLWHG�
���0RQWKV�

(QGHG�
���-XQ����

��

$XGLWHG�
���0RQWKV�

(QGHG�
���-XQ����

��

8QDXGLWHG�
��0RQWKV�
(QGHG�

���0DU����
��

&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV�

5HFHLSWV�IURP�FXVWRPHUV� ����������� ����������� ����������� ����������

3D\PHQWV�WR�VXSSOLHUV�DQG�HPSOR\HHV� ������������� ������������� ������������ �������������

,QWHUHVW�DQG�RWKHU�FRVWV�RI�ILQDQFH�SDLG� ������������ ������������ ������������ ����������

1HW�FDVK�IORZV�IURP��XVHG�LQ��RSHUDWLQJ�
DFWLYLWLHV� ���������� ������������ ���������� ������������

&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV�

,QWHUHVW�UHFHLYHG� ������� ������� ������ �������

3URFHHG��3D\PHQW��IURP�SURSHUW\��SODQW�DQG�
HTXLSPHQW� ���������� ���������� �������� ������������

3URFHHG��3D\PHQW��IRU�LQYHVWPHQW�LQ�DVVRFLDWH� ������������ �� �� ����������

'HYHORSPHQW�FRVWV�SDLG� ������������� ������������ ������������ ������������

1HW�FDVK�IORZV�IURP��XVHG�LQ��LQYHVWLQJ�
DFWLYLWLHV� ������������� ������������ ������������ ������������

&DVK�IORZV�IURP�ILQDQFLQJ�DFWLYLWLHV�

3URFHHGV�IURP�LVVXHV�RI�HTXLW\�VHFXULWLHV� ����������� ����������� ���������� �����������

3URFHHGV�IURP�ERUURZLQJV� ������� �� ���������� ��

5HSD\PHQW�RI�ERUURZLQJV� ������������ ������������ ������������ ������������

1HW�FDVK�IORZV�IURP��XVHG�LQ��ILQDQFLQJ�
DFWLYLWLHV� ���������� ����������� ���������� �����������

1HW�LQFUHDVH��GHFUHDVH��LQ�FDVK�DQG�FDVK�
HTXLYDOHQWV� ������������ �������� ���������� ������������

&DVK�DQG�FDVK�HTXLYDOHQWV�DW�WKH�EHJLQQLQJ�RI�
WKH�SHULRG� ���������� �������� �������� ����������

&DVK�DQG�FDVK�HTXLYDOHQWV�DW�WKH�HQG�RI�WKH�
SHULRG� �������� �������� ���������� ��������

6RXUFH�� &LWLJROG�$QQXDO�5HSRUWV�IRU�WKH�\HDUV�HQGHG����-XQH�������������������DQG����0DUFK������PDQDJHPHQW�DFFRXQWV�
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���

:LWK�UHIHUHQFH�WR�WKH�VWDWHPHQW�RI�FDVK�IORZV�RI�&LWLJROG�VHW�RXW�LQ�7DEOH�����DERYH��ZH�QRWH�WKDW�RYHU�
WKH�SDVW�WKUHH�\HDUV��WKH�FRPSDQ\�KDV�EHHQ�DEOH�WR�UDLVH�DSSUR[LPDWHO\�������PLOOLRQ�RI�HTXLW\�WR�IXQG�
WKH�&KDUWHUV�7RZHUV�*ROG�SURMHFW���5HODWLYH�WR�WKH�������PLOOLRQ�UDLVHG�IURP�HTXLW\��&LWLJROG�KDV�H[SHQGHG�
D�WRWDO�RI�������PLOOLRQ�LQ�GHYHORSPHQW�H[SHQGLWXUHV�IURP����-XQH������WR����0DUFK���������

$FFRUGLQJ�WR�PDQDJHPHQW��&LWLJROG�UHTXLUHV�FDSLWDO�RI�DSSUR[LPDWHO\������PLOOLRQ�LQ�RUGHU�WR�IXQG�IXWXUH�
H[SDQVLRQ�RI�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW���

�

�
� �
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���

���� %DFNJURXQG�RI�(/0�
0U��%LOO\��2RL��&KHX�.RN�LV�WKH�VROH�GLUHFWRU�RI�(/0���(/0�LV�DQ�LQYHVWPHQW�KROGLQJ�FRPSDQ\���7KH�
LQIRUPDWLRQ�VHW�RXW�LQ�WKLV�VHFWLRQ�KDV�EHHQ�SURYLGHG�E\�&LWLJROG��KDYLQJ�UHFHLYHG�WKH�LQIRUPDWLRQ�LQ�WKHLU�
GXH�GLOLJHQFH�DQG�QHJRWLDWLRQ�SURFHVV��

:H�DUH�DGYLVHG�WKDW�0U�2RL�LV�D�YHWHUDQ�LQ�WKH�LQYHVWLQJ�FRPPXQLW\�LQ�KLV�KRPH�FRXQWU\��0DOD\VLD��DV�ZHOO�
DV�6RXWK�(DVW�$VLD����0U�2RL�VWDUWHG�RII�DV�D�UHDO�HVWDWH�GHYHORSHU�DQG�IRXQGHG�*ROGHQ�:DYH�6GQ�%KG��D�
ELOOLRQ�GROODU�FRPPHUFLDO�GHYHORSPHQW�SURMHFW�LQ�.RWD�.LQDEDOX��(DVW�0DOD\VLD���0U�2RL�ZDV�LQVWUXPHQWDO�
LQ�GHYHORSLQJ�WKH�FRQFHSW�ZLWK�WKH�ORFDO�JRYHUQPHQW�DXWKRULWLHV����

+LV�RWKHU�KROGLQJV�LQFOXGH�SURMHFWV�LQ�6DEDK��UHVLGHQWLDO�GHYHORSPHQWV�LQ�.RO.RO�DQG�7HQRP��D�VHD�IURQW�
UHVRUW�LQ�0DUXGX��DQG�WKH�&HQWUHSRLQW�6KRSSLQJ�&HQWUH�LQ�.RWD�.LQDEDOX����

6LQFH�������0U�2RL�KDV�YHQWXUHG�IURP�SURSHUW\�LQYHVWPHQW�WR�LQYHVWLQJ�LQ�SXEOLF�DQG�SULYDWH�HTXLWLHV�LQ�
$VLD��0RVW�VLJQLILFDQW�DQG�UHFHQW�LV�KLV�KROGLQJV�LQ�6*;��6LQJDSRUH�PDLQERDUG�OLVWHG��FRPSDQ\�%OXPRQW�
*URXS��6*;�$����ZKLFK�KDV�D�PDUNHW�FDSLWDOLVDWLRQ�RI�6*'������ELOOLRQ�DV�DW���0D\��������0U�2RL�LV�
FXUUHQWO\�WKH�VHFRQG�ODUJHVW�VKDUHKROGHU�LQ�WKH�%OXPRQW�*URXS��

)XUWKHU�LQIRUPDWLRQ�DERXW�(/0�DQG�LWV�LQWHQWLRQV�IRU�&LWLJROG�DUH�VHW�RXW�LQ�6HFWLRQ���RI�WKH�([SODQDWRU\�
6WDWHPHQW��

� �
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���

���� $VVHVVPHQW�RI�WKH�)DLUQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�
7KH�3URSRVHG�7UDQVDFWLRQ�UHSUHVHQWV�D�VLJQLILFDQW�FDSLWDO�UDLVLQJ�IRU�&LWLJROG��7KHUH�DUH�KRZHYHU�VRPH�NH\�
GLIIHUHQFHV�EHWZHHQ�D�WUDGLWLRQDO�HTXLW\�FDSLWDO�UDLVLQJ��DV�FRPSOHWHG�E\�&LWLJROG�LQ�WKH�SDVW��DQG�WKH�
3URSRVHG�7UDQVDFWLRQ��

5HODWLYH�WR�D�WUDGLWLRQDO�HTXLW\�UDLVLQJ��WKHVH�GLIIHUHQFHV�LQFOXGH��

xxxx� 7KH�&RQYHUWLEOH�%RQGV�HQWLWOH�(/0�WR�LQWHUHVW�XQWLO�VXFK�WLPH�DV�(/0�HOHFWV�WR�FRQYHUW�WKHP��LI�WKH\�
XOWLPDWHO\�HOHFW�WR�FRQYHUW�WKH�&RQYHUWLEOH�%RQGV���

xxxx� 7KH�&RQYHUWLEOH�%RQGV�RIIHU�DQ�RSWLRQ�WR�FRQYHUW�LQWR�HTXLW\�DW�D�SUHGHWHUPLQHG�SULFH��

xxxx� &LWLJROG�ZLOO�KROG�RQJRLQJ�GHEW�WR�WKH�H[WHQW�WKDW�(/0�GRHV�QRW�HOHFW�WR�FRQYHUW�WKH�&RQYHUWLEOH�%RQGV�
WR�HTXLW\��DQG�

xxxx� (/0�PD\�JDLQ�FRQWURO�RU�VLJQLILFDQW�LQIOXHQFH�RYHU�&LWLJROG�LI�WKH�&RQYHUWLEOH�%RQGV�DUH�FRQYHUWHG���
&LWLJROG·V�SUHYLRXV�FDSLWDO�UDLVLQJV�KDYH�QRW�LQYROYHG�WKH�SRWHQWLDO�UHOLQTXLVKPHQW�RI�FRQWURO�RI�WKH�
&RPSDQ\��

8OWLPDWHO\��LW�LV�WKH�SRWHQWLDO�FRQYHUVLRQ�RI�WKH�&RQYHUWLEOH�%RQGV�LQWR�VKDUHV�ZKLFK�WKH�6KDUHKROGHUV�DUH�
UHTXHVWHG�WR�DSSURYH�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ�DV�(/0�KDV�WKH�SRWHQWLDO�WR�LQFUHDVH�LWV�KROGLQJ�LQ�
&LWLJROG�WR�JUHDWHU�WKDQ�����RI�WKH�&RPSDQ\���,Q�RXU�YLHZ��LW�LV�DSSURSULDWH�WR�FRQVLGHU�WKH�LPSOLHG�SULFH�
DW�ZKLFK�WKH�SURSRVHG�FDSLWDO�UDLVLQJ�PD\�EH�FRPSOHWHG��KDYLQJ�UHJDUG�WR�WKH�FRQYHUVLRQ�SULFH�RI�WKH�
&RQYHUWLEOH�%RQGV��FXUUHQWO\��������DGMXVWHG�IRU�DQ\�UHOHYDQW�DGGLWLRQDO�IHDWXUHV�LQFOXGLQJ�WKH�LQWHUHVW�
SD\PHQWV�DQG�WKH�HPEHGGHG�RSWLRQV���

+DYLQJ�UHJDUG�WR�WKH�DERYH��WR�DVVHVV�ZKHWKHU�WKH�3URSRVHG�7UDQVDFWLRQ�LV�IDLU�WR�WKH�6KDUHKROGHUV��ZH�
KDYH�FRPSOHWHG�WKH�IROORZLQJ�DQDO\VLV��

D�� &RQVLGHUHG�WKH�LPSOLHG�SULFH�DW�ZKLFK�WKH�3URSRVHG�7UDQVDFWLRQ�UDLVHV�FDSLWDO��KDYLQJ�UHJDUG�WR�WKH�
LQWHUHVW�DQG�RSWLRQV�DOVR�UHFHLYHG�E\�(/0��UHIHU�WR�6HFWLRQ�������

E�� &RPSDUHG�WKLV�LPSOLHG�SULFH�WR�WKH�SULFH�DW�ZKLFK�FDSLWDO�KDV�EHHQ�UDLVHG�E\�&LWLJROG�DQG�RWKHU�MXQLRU�
JROG�FRPSDQLHV��UHIHU�WR�6HFWLRQ�������

F�� &RQVLGHUHG�WKH�DELOLW\�RI�&LWLJROG�WR�UDLVH�IXQGV�IURP�HTXLW\�DQG�GHEW�PDUNHWV�DV�DQ�DOWHUQDWLYH�WR�WKH�
&RQYHUWLEOH�%RQGV��UHIHU�WR�6HFWLRQ�������

G�� &RQVLGHUHG�WKH�LPSOLHG�UDWH�RI�UHWXUQ�RQ�WKH�GHEW�FRPSRQHQW�RI�WKH�&RQYHUWLEOH�%RQGV�DQG�FRQVLGHUHG�
WKH�DSSURSULDWHQHVV�RI�WKLV�UHWXUQ�LQ�FRPSDULVRQ�WR�WKH�UDWH�RI�UHWXUQ�WKDW�ZRXOG�EH�DSSOLFDEOH�WR�D�
FRPSDUDEOH�GHEW�IDFLOLW\��UHIHU�WR�6HFWLRQ�������DQG�

H�� &RQVLGHUHG�WKH�LVVXH�RI�SRWHQWLDO�FRQWURO�JDLQHG�E\�(/0�LI�LW�HOHFWV�WR�FRQYHUW��UHIHU�WR�6HFWLRQ�������

+DYLQJ�UHJDUG�WR�WKH�DERYH��ZH�FRQFOXGH�RQ�WKH�IDLUQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�LQ�6HFWLRQ�����RI�WKLV�
5HSRUW��



�

���

���� ,PSOLHG�&DSLWDO�5DLVLQJ�3ULFH�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

$V�VHW�RXW�LQ�6HFWLRQ�����RI�WKLV�5HSRUW��WKH�&RQYHUWLEOH�%RQGV�PD\�EH�FRQYHUWHG�LQWR�RUGLQDU\�VKDUHV�DW�
WKH�HOHFWLRQ�RI�(/0�DW�DQ\�WLPH�SULRU�WR�PDWXULW\�DW�������SHU�VKDUH��ZLWK�WKH�H[FHSWLRQ�RI�OLPLWHG�HYHQWV��
DV�GHWDLOHG�LQ�6HFWLRQ�������

7KHUH�DUH�WZR�RWKHU�NH\�FRPSRQHQWV�RI�YDOXH�ZKLFK�DUH�LQFOXGHG�LQ�WKH�&RQYHUWLEOH�%RQGV�KDYLQJ�UHJDUG�
WR�WKH�WHUPV�RI�WKH�%6$��

xxxx� 8QOLNH�WUDGLWLRQDO�HTXLW\��ZKHUH�DOO�FDSLWDO�LV�SURYLGHG�ZLWKRXW�WKH�REOLJDWLRQ�RI�UHSD\PHQW��(/0�FDQ�
UHTXHVW�WKH�UHSD\PHQW�RI�WKH�IDFH�YDOXH�RI�WKH�&RQYHUWLEOH�%RQGV��LI�LW�HOHFWV�QRW�WR�FRQYHUW�WKHP����
7KHRUHWLFDOO\��(/0�ZRXOG�HOHFW�WR�KDYH�WKH�&RQYHUWLEOH�%RQGV�UHSDLG�ZKHUH�WKH�YDOXH�RI�WKH�VKDUHV�LQ�
&LWLJROG�LV�OHVV�WKDQ���������7KLV�FRQYHUVLRQ�IDFWRU�HIIHFWLYHO\�UHSUHVHQWV�DQ�RSWLRQ�WR�FRQYHUW�WKH�
&RQYHUWLEOH�%RQGV�DW�������SHU�VKDUH��DQG�

xxxx� 8QOLNH�WUDGLWLRQDO�HTXLW\��WKH�&RQYHUWLEOH�%RQGV�UHFHLYH�DQ�LQWHUHVW�SD\PHQW���:H�XQGHUVWDQG�WKDW��LQ�
WKH�FRPLQJ�WKUHH�\HDUV��DV�&LWLJROG�GHYHORSV�LWV�&KDUWHUV�7RZHUV�3URMHFW��GLYLGHQGV�DUH�XQOLNHO\�WR�EH�
SDLG�E\�WKH�&RPSDQ\�ZLWK�DOO�IXQGV�LQVWHDG�EHLQJ�UHLQYHVWHG�WRZDUGV�WKH�IXUWKHU�GHYHORSPHQW�RI�WKH�
&RPSDQ\·V�DVVHWV���2Q�WKLV�EDVLV��WKH�LQWHUHVW�SD\PHQWV�SURYLGH�YDOXH�WKDW�WUDGLWLRQDO�HTXLW\�LV�
XQOLNHO\�WR�SURYLGH�LQ�D�VLPLODU�FLUFXPVWDQFH��

7R�FDOFXODWH�WKH�LPSOLHG�SULFH�DW�ZKLFK�FDSLWDO�LV�HIIHFWLYHO\�UDLVHG��ZH�KDYH��

xxxx� &DOFXODWHG�WKH�YDOXH�RI�WKH�HPEHGGHG�RSWLRQV�LQ�WKH�&RQYHUWLEOH�%RQGV��6HFWLRQ���������

xxxx� &DOFXODWHG�WKH�SUHVHQW�YDOXH�RI�WKH�LQWHUHVW�SD\PHQWV�UHFHLYHG�RQ�WKH�&RQYHUWLEOH�%RQGV��6HFWLRQ�
��������DQG�

xxxx� 6XEWUDFWHG�WKH�YDOXHV�FDOFXODWHG�DERYH�IURP�WKH�������FRQYHUVLRQ�SULFH�WR�FDOFXODWH�WKH�LPSOLHG�SULFH�
DW�ZKLFK�FDSLWDO�KDV�EHHQ�UDLVHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ��6HFWLRQ���������

������ 9DOXH�RI�WKH�2SWLRQV�

$V�GLVFXVVHG�DERYH��D�FRPSRQHQW�RI�WKH�&RQYHUWLEOH�%RQGV�LV�WKH�HPEHGGHG�FDOO�RSWLRQV�RYHU�&LWLJROG�
VKDUHV�ZLWK�DQ�H[HUFLVH�SULFH�RI����������

7DEOH�����EHORZ�VHWV�RXW�WKH�NH\�YDULDEOHV�XVHG�LQ�WKH�%ODFN�6FKROHV�2SWLRQV�3ULFLQJ�0RGHO�WR�GHWHUPLQH�
WKH�SULFH�RI�HDFK�FDOO�RSWLRQ�RYHU�&LWLJROG�VKDUHV���

7DEOH�������.H\�9DULDEOHV�RI�WKH�%ODFN�6FKROHV�0RGHO�XVHG�WR�9DOXH�WKH�(PEHGGHG�&DOO�2SWLRQV�LQ�WKH�&RQYHUWLEOH�
%RQGV�

.H\�'ULYHU� 9DOXH� &DOFXODWLRQ�0HWKRG�

6KDUH�3ULFH� ������� &ORVLQJ�VKDUH�SULFH�RI�&LWLJROG�RQ���$SULO�������GD\�SULRU�WR�WKH�DQQRXQFHPHQW�RI�
WKH�3URSRVHG�7UDQVDFWLRQ���

([HUFLVH�3ULFH� ������� &RQYHUVLRQ�SULFH�RI�WKH�&RQYHUWLEOH�%RQGV��

9RODWLOLW\�RI�
6KDUH�3ULFH�

������ :H�KDYH�DGRSWHG�WKH�KLVWRULFDO�YRODWLOLW\�RI�&LWLJROG�VKDUHV�RYHU�WKH�SUHYLRXV�����
WUDGLQJ�GD\V��

5LVN�)UHH�5DWH� ������ ,QWHUHVW�UDWH�RQ���\HDU�*RYHUQPHQW�%RQGV�DV�DW���$SULO�������LQ�RXU�RSLQLRQ��WKLV�
EHVW�PDWFKHV�WKH�WHUP�RI�WKH�RSWLRQV���

7LPH�WR�0DWXULW\� ����\HDUV� /HQJWK�RI�WLPH�IURP�WKH�LVVXH�RI�WKH�,QLWLDO�7UDQFKH�WR�WKH�H[SLUDWLRQ�GDWH���



�

���

.H\�'ULYHU� 9DOXH� &DOFXODWLRQ�0HWKRG�

$QQXDO�'LYLGHQG�
<LHOG�

��� &LWLJROG�KDV�QRW�SUHYLRXVO\�SDLG�D�GLYLGHQG�DQG�ZH�KDYH�DVVXPHG�&LWLJROG�ZLOO�QRW�
SD\�D�GLYLGHQG�EHIRUH�WKH�&RQYHUWLEOH�%RQGV�PDWXUH��

6RXUFH��%ORRPEHUJ�DQG�%'2�&)4�$QDO\VLV�

7KH�YDOXH�RI�RQH�RSWLRQ�XVLQJ�WKH�LQSXWV�FRQWDLQHG�LQ�7DEOH�����DERYH�DQG�FDOFXODWHG�XVLQJ�WKH�%ODFN�
6FKROHV�RSWLRQ�SULFLQJ�PHWKRGRORJ\�LV����������URXQGHG���

$VVXPLQJ�WKH�WRWDO�XOWLPDWH�QXPEHU�RI�VKDUHV�RYHU�ZKLFK�WKH�RSWLRQV�DUH�KHOG�LV���������������DV�
FDOFXODWHG�LQ�7DEOH�����EHORZ��WKH�WRWDO�YDOXH�RI�WKH�HPEHGGHG�FDOO�RSWLRQV�LV��������������

������ 9DOXH�RI�WKH�,QWHUHVW�

$V�GLVFXVVHG�DERYH��D�IXUWKHU�FRPSRQHQW�RI�WKH�&RQYHUWLEOH�%RQGV�UHODWHV�WR�WKH�LQWHUHVW�SD\PHQWV�
UHFHLYHG���7KH�LQWHUHVW�SD\PHQWV�ZLOO�EH�UHFHLYHG�VR�ORQJ�DV�WKH�&RQYHUWLEOH�%RQGV�DUH�QRW�FRQYHUWHG���

)RU�WKH�SXUSRVH�RI�FDOFXODWLQJ�WKH�LQWHUHVW�SD\PHQWV�UHFHLYHG��ZH�KDYH�DVVXPHG�WKDW�WKH�&RQYHUWLEOH�
%RQGV�ZLOO�QRW�EH�FRQYHUWHG�XQWLO�PDWXULW\��FDOFXODWLQJ�WKH�KLJKHVW�DPRXQW�RI�LQWHUHVW�SD\DEOH�SRVVLEOH��

7DEOH�'���LQ�$SSHQGL[�'�VHWV�RXW�WKH�LQWHUHVW�SD\PHQWV�FDOFXODWHG�DW����SHU�DQQXP�DQG�UHFHLYHG�EL�\HDUO\�
EDVHG�RQ�WKH�WUDQFKH�GUDZGRZQ�SURILOH�ZH�KDYH�DVVXPHG��

7KH�WRWDO�LQWHUHVW�XQWLO�WKH�PDWXULW\�GDWH�RI�WKH�&RQYHUWLEOH�%RQGV�LV�FDOFXODWHG�WR�EH��������������
+RZHYHU��ZH�KDYH�GLVFRXQWHG�WKLV�LQWHUHVW�DPRXQW�WR�FDOFXODWH�D�SUHVHQW�YDOXH�IRU�WKH�LQWHUHVW�SD\PHQWV��

*LYHQ�WKHUH�LV�D�UHODWLYHO\�ORZ�ULVN�WKDW�WKH�LQWHUHVW�FRPSRQHQW�ZLOO�QRW�EH�SDLG��DV�HDFK�VXEVHTXHQW�
WUDQFKH�FDQ�IXQG�WKH�LQWHUHVW�IURP�WKH�SUHYLRXV�WUDQFKHV���ZH�DUH�RI�WKH�YLHZ�WKDW�D�UHODWLYHO\�ORZ�
GLVFRXQW�UDWH�LV�DSSURSULDWH���)RU�WKH�SXUSRVHV�RI�WKLV�FDOFXODWLRQ��ZH�KDYH�DGRSWHG�D�GLVFRXQW�UDWH�RI�����
EHLQJ�D�UDWH�DW�WKH�KLJKHU�HQG�RI�WKH�LQWHUHVW�UDWH�UDQJH�ZKLFK�FRXOG�EH�UHFHLYHG�DW�WKH�FXUUHQW�WLPH�RQ�D�
FDVK�LQYHVWPHQW�LQ�$XVWUDOLD��IRU�D�WHUP�RI���\HDUV�RU�OHVV��

$GRSWLQJ�WKH�LQWHUHVW�FDOFXODWHG�LQ�7DEOH�'���DQG�WKH�GLVFRXQW�UDWH�RI�����ZH�FDOFXODWH�D�SUHVHQW�YDOXH�IRU�
WKH�LQWHUHVW�RI���������������

7R�FDOFXODWH�WKH�YDOXH�RI�WKH�LQWHUHVW�FRXSRQ�RQ�D�SHU�VKDUH�EDVLV�ZH�KDYH�ILUVW�FDOFXODWHG�WKH�WRWDO�
QXPEHU�RI�VKDUHV�WKDW�ZRXOG�EH�LVVXHG�LI�DOO�RI�WKH�&RQYHUWLEOH�%RQGV�ZHUH�FRQYHUWHG�WR�VKDUHV���7KH�WRWDO�
QXPEHU�RI�VKDUHV�LVVXHG�LV�FDOFXODWHG�DV�WKH�YDOXH�RI�WKH�RXWVWDQGLQJ�SULQFLSDO�GLYLGHG�E\�FRQYHUVLRQ�SULFH�
RI���������7DEOH�����VHWV�RXW�WKH�FDOFXODWLRQ�RI�WKH�QXPEHU�RI�VKDUHV��

7DEOH�������&DOFXODWLRQ�RI�WKH�1XPEHU�RI�6KDUHV�3RWHQWLDOO\�,VVXHG�

� � ��

9DOXH�RI�7RWDO�3ULQFLSDO�RI�&RQYHUWLEOH�%RQGV��� � ������������

&RQYHUVLRQ�3ULFH�� ¸� �����

1XPEHU�RI�2SWLRQV�� � ��������������

6RXUFH��%'2�&)4�$QDO\VLV�

7DEOH�����VHWV�RXW�RXU�FDOFXODWLRQ�RI�WKH�SUHVHQW�YDOXH�RI�WKH�LQWHUHVW�KDYLQJ�UHJDUG�WR�WKH���������������
VKDUHV�DVVXPHG�WR�EH�LVVXHG��
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7DEOH�������3UHVHQW�9DOXH�RI�,QWHUHVW�SHU�6KDUH�

� � ��

3UHVHQW�9DOXH�RI�,QWHUHVW� � ����������

3RWHQWLDO�1XPEHU�RI�6KDUHV�,VVXHG� ¸� ��������������

&DOFXODWHG�3UHVHQW�9DOXH�RI�WKH�,QWHUHVW� � �������

6RXUFH��%'2�&)4�$QDO\VLV�

7KH�SUHVHQW�YDOXH�RI�WKH�LQWHUHVW�RQ�D�SHU�VKDUH�EDVLV�DV�FDOFXODWHG�DERYH�LV����������URXQGHG��

������ ,PSOLHG�3ULFH�RI�WKH�&DSLWDO�5DLVLQJ�

$GRSWLQJ�WKH�YDOXHV�FDOFXODWHG�LQ�6HFWLRQV�������DQG��������ZH�FDOFXODWH�WKH�LPSOLHG�SULFH�DW�ZKLFK�FDSLWDO�
LV�UDLVHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ�DV�IROORZV�LQ�7DEOH������

7DEOH�������&DOFXODWLRQ�RI�,PSOLHG�3ULFH�RI�&DSLWDO�5DLVLQJ�

� � ��

&XUUHQW�&RQYHUVLRQ�3ULFH�� �������

/HVV�2SWLRQ�9DOXH�� ���������

/HVV��,QWHUHVW�9DOXH� ���������

(IIHFWLYH�SULFH�RI�&DSLWDO�5DLVLQJ�� � ������

6RXUFH��%'2�&)4�$QDO\VLV�

+DYLQJ�UHJDUG�WR�WKH�DQDO\VLV�VHW�RXW�LQ�6HFWLRQ������ZH�FDOFXODWH�WKDW�LPSOLHG�FDSLWDO�UDLVLQJ�SULFH�DV�
��������SHU�VKDUH��

���� $SSURSULDWHQHVV�RI�&DSLWDO�5DLVLQJ�'LVFRXQW�RU�3UHPLXP�

������ 5HFHQW�&DSLWDO�5DLVLQJV�RI�*ROG�&RPSDQLHV�LQ�$XVWUDOLD�DQG�&LWLJROG�

7DEOH�%���RI�$SSHQGL[�%�VHWV�RXW�WKH�GLVFRXQW�SUHPLXP�WR�WUDGLQJ�SULFHV�RIIHUHG�LQ�FDSLWDO�UDLVLQJV�E\�
$XVWUDOLDQ�JROG�FRPSDQLHV�LQ�WKH�SDVW����PRQWKV���7KH�GLVFRXQW�SUHPLXP�WR�WKH�REVHUYHG�WUDGLQJ�SULFHV�
LPPHGLDWHO\�SULRU�WR�WKH�UDLVLQJV�ZDV�ZLWKLQ�WKH�UDQJH�RI�D�SUHPLXP�RI�����WR�D�GLVFRXQW�RI�����ZLWK�D�
PHGLDQ�GLVFRXQW�RI��������

:H�QRWH�WKH�IROORZLQJ�LQIRUPDWLRQ�IURP�WKH�WKUHH�PRVW�UHFHQW�FDSLWDO�UDLVLQJV�E\�&LWLJROG���

xxxx� ,Q�-DQXDU\�������&LWLJROG�UHDFKHG�DQ�DJUHHPHQW�ZLWK�5HLJQZRRG�,QWHUQDWLRQDO�,QYHVWPHQW�&RPSDQ\�
/WG�WR�LQYHVW�����PLOOLRQ�LQ�&LWLJROG�RYHU�IRXU�ZHHNV�LQ�WZR�VHSDUDWH�WUDQFKHV��8QGHU�WKH�ILUVW�WUDQFKH��
&LWLJROG�ZDV�WR�LVVXH�����PLOOLRQ�QHZ�VKDUHV�WR�5HLJQZRRG�,QWHUQDWLRQDO�,QYHVWPHQW�&RPSDQ\�/WG�DW�
������FHQWV�SHU�VKDUH��UHSUHVHQWLQJ�D�SUHPLXP�RI�����WR�&LWLJROG·V�VKDUH�SULFH�EDVHG�RQ�D����GD\�
9:$3�SULRU�WR�WKH�SODFHPHQW��7KH�DJUHHPHQW�GLG�QRW�SURFHHG�DV�LW�GLG�QRW�VDWLVI\�WKH�FRQGLWLRQV�VHW�
E\�WKH�UHJXODWRU\�UHTXLUHPHQWV���

xxxx� ,Q�-XQH�������&LWLJROG�LVVXHG�������PLOOLRQ�QHZ�VKDUHV�WR�/LRQ*ROG�&RUS�/WG�DW�������FHQWV�SHU�VKDUH��
UHSUHVHQWLQJ�D�SUHPLXP�RI�����WR�WKH�ODVW�WUDGHG�&LWLJROG�VKDUH�SULFH�RQ�WKH�GD\�SULRU�WR�WKH�
SODFHPHQW��7KH�&RPSDQ\�UDLVHG�DSSUR[LPDWHO\�$8'������PLOOLRQ�WKURXJK�WKLV�SURFHVV��DQG�
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xxxx� ,Q�'HFHPEHU�������&LWLJROG�LVVXHG�������PLOOLRQ�QHZ�VKDUHV�WR�/LRQ*ROG�&RUS�/WG�DW�������FHQWV�SHU�
VKDUH��UHSUHVHQWLQJ�D�SUHPLXP�RI�����WR�WKH�ODVW�WUDGHG�&LWLJROG�VKDUH�SULFH�RQ�WKH�GD\�SULRU�WR�WKH�
SODFHPHQW��7KH�&RPSDQ\�UDLVHG�DSSUR[LPDWHO\�$8'�����PLOOLRQ�WKURXJK�WKLV�SURFHVV���

7KH�GLVFRXQW�WR�WKH�WUDGLQJ�SULFH�LPPHGLDWHO\�SULRU�WR�WKH�DQQRXQFHPHQW�RI�WKH�LVVXH�RI�WKH�&RQYHUWLEOH�
%RQGV�RQ���$SULO������WR�WKH�LPSOLHG�SULFH�RI�WKH�FDSLWDO�UDLVHG�E\�WKH�&RQYHUWLEOH�%RQGV��FDOFXODWHG�WR�EH�
��������LQ�6HFWLRQ������LV������LQ�FRPSDULVRQ�WR�WKH�FORVLQJ�SULFH�RI�WKH�SUHYLRXV�WUDGLQJ�GD\����$SULO�������
RI����������

7KLV�GLVFRXQW�LV�OHVV�IDYRXUDEOH�WKDQ�WKH�WHUPV�RI�PRVW�UHFHQW�FDSLWDO�UDLVLQJV�FRPSOHWHG�E\�&LWLJROG��
ZKLFK�KDYH�EHHQ�FRPSOHWHG�DW�D�PLQLPXP�SULFH�RI�������SHU�VKDUH�DQG�KDYH�JHQHUDOO\�DWWUDFWHG�SUHPLXPV�
EHWZHHQ�����DQG������UDWKHU�WKDQ�D�GLVFRXQW��WR�WKH�&LWLJROG�VKDUH�SULFH�DW�WKH�WLPH��

+RZHYHU��ZH�DOVR�QRWH�WKDW�WKH�GLVFRXQW�LPSOLHG�E\�WKH�FDSLWDO�UDLVLQJ�SULFH��EHLQJ������LV�QRW�
XQUHDVRQDEOH�UHODWLYH�WR�WKH�FDSLWDO�UDLVLQJV�FRPSOHWHG�E\�RWKHU�$XVWUDOLDQ�MXQLRU�JROG�FRPSDQLHV��

���� &LWLJROG·V�$ELOLW\�WR�5DLVH�)XQGV�

&LWLJROG·V�IODJVKLS�SURMHFW��WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��ZKLOH�FXUUHQWO\�SURGXFLQJ��UHTXLUHV�
VLJQLILFDQW�FDSLWDO�WR�DFFHVV�WKH�PDMRULW\�RI�WKH�UHVRXUFHV�KHOG�E\�WKH�&RPSDQ\�DV�GHWDLOHG�LQ�6HFWLRQ��������

,Q�RUGHU�IRU�&LWLJROG�WR�JDLQ�DFFHVV�WR�WKH�IXQGLQJ�UHTXLUHG�WR�SURJUHVV�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��
DQG�LQ�WKH�DEVHQFH�RI�WKH�3URSRVHG�7UDQVDFWLRQ��&LWLJROG�ZRXOG�OLNHO\�QHHG�WR�UDLVH�IXQGV�IURP�DQRWKHU�
VRXUFH�LQ�WKH�GHEW�RU�HTXLW\�PDUNHWV���6HFWLRQ�������DQG�6HFWLRQ�������EHORZ�DVVHVV�&LWLJROG·V�DELOLW\�WR�
UDLVH�IXQGV�IURP�HLWKHU�RI�WKHVH�PDUNHWV���

������)XQGLQJ�IURP�(TXLW\�0DUNHWV�

5HFHQW�HTXLW\�FDSLWDO�UDLVLQJV�FRQGXFWHG�E\�&LWLJROG�DUH�VXPPDULVHG�LQ�6HFWLRQ�����DERYH��

7KH�UHFHQW�FDSLWDO�UDLVLQJV�E\�&LWLJROG�GHPRQVWUDWH�WKDW�WKH�&RPSDQ\�KLVWRULFDOO\�KDV�KDG�WKH�DELOLW\�WR�
UDLVH�FDSLWDO�DW�D�SUHPLXP�WR�WKH�PDUNHW�WUDGLQJ�SULFH�RI�LWV�VKDUHV�IURP�HTXLW\�PDUNHWV���:H�QRWH�WKDW�
WKHVH�FDSLWDO�UDLVLQJV�KDYH�EHHQ�FRPSOHWHG�RQ�D�PRUH�UHJXODU�EDVLV�DQG�WKDW�WKH�DPRXQW�RI�FDSLWDO�UDLVHG�
RQ�HDFK�RFFDVLRQ�ZDV�PDWHULDOO\�OHVV�WKDQ�WKH������PLOOLRQ�SURSRVHG�WR�EH�UDLVHG�E\�WKH�&RQYHUWLEOH�
%RQGV����

:H�QRWH�WKH�ODUJHVW�UHFHQW�UDLVLQJ�RI�&LWLJROG�IURP�HTXLW\�PDUNHWV�ZDV�����PLOOLRQ�LQ�-XQH��������(DFK�
VXEVHTXHQW�FDSLWDO�UDLVLQJ�VLQFH�WKLV�WLPH�KDV�EHHQ�DW�D�ORZHU�VKDUH�SULFH�DQG�IRU�D�OHVVHU�DPRXQW�RI�
FDSLWDO��

&LWLJROG�GRHV�QRW�KDYH�D�KLVWRU\�RI�EHLQJ�DEOH�WR�UDLVH�VXIILFLHQWO\�ODUJH�DPRXQWV�RI�FDSLWDO�IRU�WKH�PHGLXP�
WR�ORQJHU�WHUP�GHYHORSPHQW�RI�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW����

6LQFH�WKH�ODVW�FRPSOHWHG�FDSLWDO�UDLVLQJ�LQ�'HFHPEHU�������WKHUH�KDV�EHHQ�D�GHFOLQH�LQ�WKH�JROG�SULFH�DQG�
WKH�6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�RI�����DQG�����UHVSHFWLYHO\���7KHUH�LV�QR�JXDUDQWHH�WKDW�&LWLJROG�
ZLOO�EH�DEOH�WR�UDLVH�WKH�HTXLW\�FDSLWDO�UHTXLUHG�DW�WKH�FXUUHQW�WLPH�RQ�WHUPV�PRUH�IDYRXUDEOH�WKDQ�WKRVH�
RIIHUHG�E\�WKH�&RQYHUWLEOH�%RQGV��

� �



�

���
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������ )XQGLQJ�IURP�GHEW�PDUNHWV�

&LWLJROG�KDV�QRW�SUHYLRXVO\�REWDLQHG�VXEVWDQWLDO�IXQGLQJ�WKURXJK�GHEW��([LVWLQJ�GHEW�IDFLOLWLHV�RI�&LWLJROG�
LQFOXGH������PLOOLRQ�RI�ORDQV�IURP�XQUHODWHG�SDUWLHV�DW�DQ�LQWHUHVW�UDWH�RI�EH\ZHHQ�����DQG�����SHU�
DQQXP�������PLOOLRQ�RI�ILQDQFH�OHDVH�OLDELOLWLHV�DW�DQ�LQWHUHVW�UDWH�RI�����SHU�DQQXP��DQG������PLOOLRQ�RI�
LQVXUDQFH�IXQGLQJ��:H�QRWH�WKH�IROORZLQJ�LQIRUPDWLRQ�RQ�&LWLJROG·V�UHFHQW�DWWHPSWV�WR�UDLVH�GHEW��RU�
K\EULG�GHEW��ILQDQFH��

xxxx� 2Q����6HSWHPEHU�������&LWLJROG�DQQRXQFHG�D�FDSLWDO�UDLVLQJ�GHDO�RI�����PLOOLRQ�ZLWK�'XEDL�*URXS��2I�
WKH�����PLOOLRQ��WKH�VHFRQG�WUDQFKH�RI�����PLOOLRQ�ZDV�VWDJHG�DV�D�FRQYHUWLEOH�ORDQ�DW����SHU�DQQXP�
WKDW�LV�FRQYHUWLEOH�WR�VKDUHV�RI�&LWLJROG�DW�������SHU�VKDUH�ZLWKLQ�D�����\HDU�WHUP��7KH�DUUDQJHPHQW�RI�
WKH�����PLOOLRQ�FRQYHUWLEOH�ERQGV�ZDV�XOWLPDWHO\�XQVXFFHVVIXO��

xxxx� 2Q����0D\�������&LWLJROG�DQQRXQFHG�WKDW�WKH�&RPSDQ\�ZDV�LQ�WKH�ILQDO�VWDJHV�RI�FRPSOHWLQJ�DQ�����
PLOOLRQ�FDSLWDO�UDLVLQJ�WKURXJK�5%�&DSLWDO�*URXS�RI�6LQJDSRUH�DQG�.KDQGZDOD�6HFXULWLHV�RI�,QGLD��
FRPSULVLQJ�RI�����GHEW�DQG�����HTXLW\��7KHVH�DUUDQJHPHQWV�ZHUH�XOWLPDWHO\�XQVXFFHVVIXO��DQG��

xxxx� 2Q����)HEUXDU\�������&LWLJROG�DQQRXQFHG�WKDW�WKH�����PLOOLRQ�FDSLWDO�UDLVLQJ�DJUHHG�WR�E\�5HLJQZRRG�
,QWHUQDWLRQDO�,QYHVWPHQW�&RPSDQ\�/WG�KDG�QRW�EHHQ�FRPSOHWHG�GXH�WR�VHYHUDO�UHJXODWRU\�
UHTXLUHPHQWV���

+DYLQJ�UHJDUG�WR�WKH�LQIRUPDWLRQ�DERYH��ZH�FRQVLGHU�WKDW�&LWLJROG�KDV�KLVWRULFDOO\�HQFRXQWHUHG�GLIILFXOW\�LQ�
VHFXULQJ�GHEW�ILQDQFH�WR�UDLVH�FDSLWDO�IRU�IXWXUH�H[SDQVLRQV�RI�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW���:H�QRWH�
WKDW�LQYHVWPHQW�LQ�MXQLRU�JROG�FRPSDQLHV�VXFK�DV�&LWLJROG�DUH�RIWHQ�UHJDUGHG�DV�VSHFXODWLYH�IRU�UHDVRQV�
LQFOXGLQJ�WKH�IROORZLQJ��

xxxx� 7KH�VKDUH�SULFH�YRODWLOLW\�RI�JROG�FRPSDQLHV�WHQGV�WR�EH�KLJKHU�WKDQ�WKH�VKDUH�SULFH�YRODWLOLW\�RI�
FRPSDQLHV�LQ�PDQ\�RWKHU�VHFWRUV��DV�WKH�VKDUH�SULFH�RI�JROG�FRPSDQLHV�FDQ�EH�KHDYLO\�GHSHQGHQW�RQ�
DQQRXQFHPHQWV�PDGH�UHODWLQJ�WR�WKH�SURJUHVV�RI�D�FRPSDQ\·V�H[SORUDWLRQ�DFWLYLWLHV��

xxxx� 0RYHPHQWV�LQ�WKH�VKDUH�SULFHV�RI�MXQLRU�JROG�FRPSDQLHV�DUH�VHQVLWLYH�WR�WKH�SUHYDLOLQJ�JROG�SULFH��
ZKLFK�FDQ�H[SHULHQFH�ODUJH�PRYHPHQWV�LQ�UHODWLYHO\�VKRUW�SHULRGV�RI�WLPH��

xxxx� 7KHUH�DUH�RIWHQ�IHZ�DVVHWV��DSDUW�IURP�WKH�UHVRXUFH�LWVHOI��ZKLFK�FDQ�RIWHQ�QRW�EH�HDVLO\�PRQHWLVHG��
WR�VHFXUH�ILQDQFH�DJDLQVW��DQG�

xxxx� 9DOXH�FDQ�EH�FUHDWHG�RU�ORVW�RYHU�YHU\�VKRUW�SHULRGV�RI�WLPH�DV�SURMHFW�GHYHORSPHQW�PLOHVWRQHV�DUH�
HLWKHU�PHW�RU�PLVVHG�E\�WKH�JROG�FRPSDQ\��

+DYLQJ�UHJDUG�WR�WKH�QDWXUH�RI�&LWLJROG�DQG�LWV�NH\�DVVHWV��LW�LV�RXU�YLHZ�WKDW�&LWLJROG�ZRXOG�KDYH�GLIILFXOW\�
REWDLQLQJ�WKH�UHTXLUHG�IXQGLQJ�WKURXJK�D�GLUHFW�GHEW�UDLVLQJ�ZLWKRXW�RIIHULQJ�VLJQLILFDQW�XSVLGH�SRWHQWLDO�
�H�J��HTXLW\�SULFH�H[SRVXUH�VXFK�DV�LQ�WKH�&RQYHUWLEOH�%RQGV���

������ &LWLJROG·V�$ELOLW\�WR�5DLVH�)XQGV�

,Q�RXU�YLHZ��&LWLJROG�KDV�QRW�FOHDUO\�GHPRQVWUDWHG�WKDW�LW�FDQ�UHOLDEO\�UDLVH�VXIILFLHQWO\�ODUJH�DPRXQWV�RI�
FDSLWDO�DV�UHTXLUHG�WR�DGYDQFH�WKH�GHYHORSPHQW�RI�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW�WR�SURGXFWLRQ�OHYHOV�
WKDW�QR�ORQJHU�UHTXLUH�H[WHUQDO�IXQGLQJ��



�

���

���� &RQVLGHUDWLRQ�RI�WKH�5DWH�RI�5HWXUQ�RQ�WKH�&RQYHUWLEOH�%RQGV�

7KH�LPSOLHG�UDWH�RI�UHWXUQ��DOVR�NQRZQ�DV�WKH�\LHOG�WR�PDWXULW\��RQ�WKH�&RQYHUWLEOH�%RQGV�FDQ�EH�
FDOFXODWHG�KDYLQJ�UHJDUG�WR�WKH�WRWDO�DGGLWLRQDO�YDOXH�JHQHUDWHG�E\�WKH�KROGHU�RI�WKH�&RQYHUWLEOH�%RQGV�
RYHU�WLPH�UHODWLYH�WR�WKH�IDFH�YDOXH�RI�WKH�&RQYHUWLEOH�%RQGV��RU�WKH�FRVW�RI�WKH�&RQYHUWLEOH�%RQGV�LQ�
WHUPV�RI�SULQFLSDO�SDLG�WR�WKH�&RPSDQ\���

%\�GHWHUPLQLQJ�WKH�LPSOLHG�UDWH�RI�UHWXUQ�RQ�WKH�&RQYHUWLEOH�%RQGV�ZH�DUH�DEOH�WR�FRQVLGHU�ZKHWKHU�RU�QRW�
WKH�UDWH�RI�UHWXUQ�LV�UHDVRQDEOH�UHODWLYH�WR�WKH�ULVNV�DVVRFLDWHG�ZLWK�DQ�LQYHVWPHQW�LQ�&LWLJROG��

,Q�RUGHU�WR�GHWHUPLQH�WKH�LPSOLHG�UDWH�RI�UHWXUQ�RQ�WKH�&RQYHUWLEOH�%RQGV�ZH�KDYH�FRPSOHWHG�WKH�
IROORZLQJ�VWHSV��

xxxx� &DOFXODWHG�WKH�YDOXH�RI�WKH�FDOO�RSWLRQ�FRPSRQHQW�XVLQJ�WKH�%ODFN�6FKROHV�2SWLRQ�3ULFLQJ�
0HWKRGRORJ\����7KH�FDOFXODWLRQ�RI�WKH�YDOXH�RI�WKH�RSWLRQ�LV�VHW�RXW�LQ�6HFWLRQ���������:H�DVVXPH�WKDW�
WKLV�YDOXH�LV�UHFHLYHG�DW�WKH�GDWH�RI�WKH�DJUHHPHQW�DV�&LWLJROG�LV�REOLJHG�WR�LVVXH�VKDUHV�DV�D�UHVXOW�RI�
WKH�%6$��

xxxx� &DOFXODWHG�WKH�LQWHUHVW�SDLG�RQ�WKH�&RQYHUWLEOH�%RQGV���2XU�LQWHUHVW�FDOFXODWLRQV�DUH�VHW�RXW�LQ�7DEOH�
'����DQG�

xxxx� &DOFXODWHG�WKH�LPSOLHG�UDWH�RI�UHWXUQ�UHFHLYHG�E\�(/0�RQ�WKH�&RQYHUWLEOH�%RQGV�E\�GLVFRXQWLQJ�WKH�
HVWLPDWHG�VWUHDP�RI�IXWXUH�LQWHUHVW�SD\PHQWV��SULQFLSDO�SD\PHQWV��L�H��WKH�WUDQFKHV�UHFHLYHG�E\�
&LWLJROG��VHW�RXW�LQ�7DEOH�'����DQG�RWKHU�UHWXUQV�JHQHUDWHG�E\�WKH�&RQYHUWLEOH�%RQGV��L�H��WKH�RSWLRQ�
YDOXH��VXFK�WKDW�WKH�QHW�SUHVHQW�YDOXH�RI�WKRVH�FDVK�IORZV�LV�QLO��

������ &RQYHUWLEOH�%RQG�5HWXUQV�

7DEOH�����VHWV�RXW�WKH�YDOXH�RI�WKH�FRPSRQHQWV�RI�WKH�&RQYHUWLEOH�%RQGV��

7DEOH�������9DOXH�RI�WKH�&RQYHUWLEOH�%RQG�&RPSRQHQWV�

� ����

9DOXH�RI�WKH�FDOO�RSWLRQV��UHIHU�WR�6HFWLRQ�������� �����������

7RWDO�,QWHUHVW�RYHU�WKH�&RQYHUWLEOH�%RQG�WHUP��UHIHU�7DEOH�'���RI�$SSHQGL[�'�� ������������

9DOXH�RI�&RQYHUWLEOH�%RQG�UHWXUQV�ZLWKRXW�GLVFRXQWLQJ� �����������

)DFH�9DOXH�RI�&RQYHUWLEOH�%RQGV� ��������������

9DOXH�RI�&RQYHUWLEOH�%RQG�UHWXUQV��LQFOXGLQJ�SULQFLSDO��ZLWKRXW�GLVFRXQWLQJ� ������������

6RXUFH��%'2�&)4��

������ ,PSOLHG�5DWH�RI�5HWXUQ�RQ�WKH�&RQYHUWLEOH�%RQGV�

7KH�LPSOLHG�UDWH�RI�UHWXUQ�UHFHLYHG�E\�(/0�RQ�WKH�&RQYHUWLEOH�%RQGV�FDQ�EH�GHWHUPLQHG�E\�GLVFRXQWLQJ�
WKH�HVWLPDWHG�VWUHDP�RI�IXWXUH�LQWHUHVW�SD\PHQWV��SULQFLSDO�SD\PHQWV�DQG�RWKHU�UHWXUQV�RQ�WKH�
&RQYHUWLEOH�%RQGV��VHW�RXW�LQ�7DEOH������WR�D�SUHVHQW�YDOXH�RI�QLO����

7DEOH�����VHWV�RXW�RXU�GHWHUPLQDWLRQ�RI�WKH�GLVFRXQW�UDWH�DW�ZKLFK�WKH�SUHVHQW�YDOXH�RI�WKH�HVWLPDWHG�
IXWXUH�LQWHUHVW�FDVK�IORZV�RI�WKH�&RQYHUWLEOH�%RQGV�LV�HTXDO�WR�QLO��



�

���

7DEOH������$FWXDO�5DWH�RI�5HWXUQ�RQ�&RQYHUWLEOH�%RQGV�

� ��

)DFH�YDOXH�RI�WKH�&RQYHUWLEOH�%RQGV� ������������

7RWDO�UHWXUQV�RQ�WKH�&RQYHUWLEOH�%RQGV��LQFOXGLQJ�SULQFLSDO�� ������������

'LVFRXQW�UDWH�DW�ZKLFK�WKH�WRWDO�UHWXUQV�RQ�WKH�&RQYHUWLEOH�%RQGV�HTXDOV�WKH�
IDFH�YDOXH�RI�WKH�&RQYHUWLEOH�%RQGV��UHIHU�$SSHQGL[�'��

������

6RXUFH��%'2�&)4��

7KH�UDWH�RI�������VHW�RXW�DERYH�LV�WKH�LPSOLHG�UDWH�RI�UHWXUQ�(/0�PD\�UHFHLYH�RQ�WKH�&RQYHUWLEOH�%RQGV�
EDVHG�RQ�RXU�FDOFXODWHG�RSWLRQ�YDOXH�DQG�WKH�FDVK�IORZ�SURILOH�DVVXPHG�LQ�$SSHQGL[�'��DVVXPLQJ�WKDW�WKH�
&RQYHUWLEOH�1RWH�LV�KHOG�WR�PDWXULW\���

)RU�UHDVRQV�GLVFXVVHG�LQ�6HFWLRQ�������RI�WKLV�5HSRUW��&LWLJROG�FDQ�EH�FRQVLGHUHG�WR�EH�D�VSHFXODWLYH�
LQYHVWPHQW���,W�LV�RXU�YLHZ�WKDW�LQ�WKH�FXUUHQW�GHEW�PDUNHW��DQG�JLYHQ�WKH�QDWXUH�RI�&LWLJROG��LW�LV�
UHDVRQDEOH�WR�H[SHFW�WKDW�DQ�LQYHVWRU�ZRXOG�GHPDQG�D�UDWH�RI�UHWXUQ�RI�DW�OHDVW�������IRU�LQYHVWLQJ�LQ�
&LWLJROG��

7KH�DQDO\VLV�LQ�WKLV�VHFWLRQ�DVVXPHV�WKDW�WKH�&RQYHUWLEOH�%RQGV�DUH�KHOG�ZLWKRXW�FRQYHUWLQJ�WR�HTXLW\�IRU�
WKH�WHUP�RI�WKH�&RQYHUWLEOH�%RQGV����

���� &RQWURO�3UHPLXP�

8QGHU�WKH�WHUPV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�(/0�PD\�REWDLQ�D�FRQWUROOLQJ�LQWHUHVW�LQ�&LWLJROG�XSRQ�WKH�
HOHFWLRQ�WR�FRQYHUW�WKH�&RQYHUWLEOH�%RQGV�WR�RUGLQDU\�VKDUHV�LQ�&LWLJROG���,W�LV�DSSURSULDWH�WR�FRQVLGHU�
ZKHWKHU�RU�QRW�D�SUHPLXP�VKRXOG�EH�SDLG�E\�(/0�IRU�WKH�SRWHQWLDO�WR�REWDLQ�FRQWURO�RI�WKH�&RPSDQ\��

(/0�KDV�WKH�SRWHQWLDO��DV�VHW�RXW�LQ�6HFWLRQ�'����WR�REWDLQ�D�VKDUHKROGLQJ�LQ�&LWLJROG�ZKLFK�PD\�SURYLGH�LW�
ZLWK�FRQWURO�RYHU�WKH�&RPSDQ\���7KH�OHYHO�RI�LQIOXHQFH�RU�FRQWURO�WKDW�(/0�XOWLPDWHO\�REWDLQV�ZLOO�EH�
GHSHQGHQW�RQ�WKH�QXPEHU�RI�&RQYHUWLEOH�%RQGV�WKDW�(/0�HOHFWV�WR�FRQYHUW�IRU�VKDUHV��

+DYLQJ�UHJDUG�WR�7DEOH�'����LW�LV�SRVVLEOH�WKDW�(/0�FRXOG�SRWHQWLDOO\�KDYH�D�VLJQLILFDQW�VKDUHKROGLQJ�RI�
JUHDWHU�WKDQ�����SRVW�WKH�LVVXH�RI�WKH�WKLUG�WUDQFKH�LI�WKH�&RQYHUWLEOH�%RQGV�DUH�FRQYHUWHG�WR�HTXLW\�DQG�D�
FRQWUROOLQJ�LQWHUHVW�RI�JUHDWHU�WKDQ�����LI�DOO�WUDQFKHV��LQFOXGLQJ�WKH�ILQDO�WUDQFKH�DUH�FRQYHUWHG�WR�HTXLW\��

$SSHQGL[�&�VHWV�RXW�FRQWURO�SUHPLXP�UHVHDUFK�RQ�$XVWUDOLDQ�OLVWHG�JROG�FRPSDQLHV��KDYLQJ�UHJDUG�WR�
WUDQVDFWLRQV�FRPSOHWHG�VLQFH�-DQXDU\�������

7KH�UHVHDUFK�VKRZV�WKDW�WKH�SUHPLXPV�YDU\�IURP�D�GLVFRXQW�RI�����WR�D�SUHPLXP�RI��������7KH�DYHUDJH�
DQG�PHGLDQ�SUHPLXPV�DUH�������DQG�������UHVSHFWLYHO\���+DYLQJ�UHJDUG�WR�WKLV�UHVHDUFK�DQG�RWKHU�
DFDGHPLF�OLWHUDWXUH�DYDLODEOH��ZH�DUH�RI�WKH�YLHZ�WKDW�D�SUHPLXP�LQ�WKH�UDQJH�RI�����WR�����PD\�EH�
DSSURSULDWH�WR�DSSO\�LQ�WKH�FLUFXPVWDQFHV�RI�&LWLJROG��

$SSO\LQJ�WKLV�SUHPLXP�UDQJH�WR�WKH�FORVLQJ�VKDUH�SULFH�SULRU�WR�WKH�DQQRXQFHPHQW�RI�WKH�3URSRVHG�
7UDQVDFWLRQ����������LPSOLHV�D�FRQWUROOLQJ�LQWHUHVW�SULFH�RI��������WR���������

6KDUHKROGHUV�VKRXOG�QRWH�WKDW�FRQWURO�RYHU�PRUH�WKDQ�����RI�WKH�LVVXHG�HTXLW\�LQ�&LWLJROG�FDQQRW�EH�KHOG�
E\�(/0�XQWLO�WKH�ILQDO�WUDQFKH�LV�FRQYHUWHG�WR�HTXLW\���(/0�ZLOO�QRW�KDYH�WKH�RSSRUWXQLW\�WR�GR�VR�XQWLO�
DURXQG�'HFHPEHU�������

)XUWKHU��LQ�WKH�HYHQW�WKDW�FDSLWDO�LV�UDLVHG�SULRU�WR�(/0�REWDLQLQJ�FRQWURO��SDUWLFXODUO\�DW�D�SULFH�KLJKHU�RU�
DW�WKH�SUHYDLOLQJ�PDUNHW�SULFH�DW�WKH�WLPH��(/0�PD\�QR�ORQJHU�KROG�����RU�PRUH�RI�WKH�&RPSDQ\���,W�ZRXOG�
VWLOO�KRZHYHU�OLNHO\�KROG�D�VLJQLILFDQW�SRVLWLRQ�LQ�&LWLJROG�DQG�WKLV�DQDO\VLV�ZRXOG�UHPDLQ�UHOHYDQW��

�



�

���

���� $VVHVVPHQW�RI�)DLUQHVV�

$W�WKH�FRQYHUVLRQ�SULFH�RIIHUHG�E\�WKH�&RQYHUWLEOH�%RQGV��WKH�FDSLWDO�UDLVLQJ�XQGHU�WKH�3URSRVHG�
7UDQVDFWLRQ�LV��SULPD�IDFLH��FRQVLVWHQW�ZLWK�WKH�SUHYLRXV�FDSLWDO�UDLVLQJV�RI�WKH�&RPSDQ\��WKH�ODVW�EHLQJ�
FRQGXFWHG�DW�������FHQWV�SHU�VKDUH�����

+RZHYHU��DV�VHW�RXW�LQ�6HFWLRQ������RWKHU�FRQFHVVLRQV�JUDQWHG�WR�(/0�E\�&LWLJROG�XQGHU�WKH�WHUPV�RI�WKH�
&RQYHUWLEOH�%RQGV�PDNH�WKLV�FRPSDULVRQ�LQDSSURSULDWH���,QFRUSRUDWLQJ�WKHVH�FRQFHVVLRQV��L�H��LQWHUHVW�DQG�
RSWLRQV���ZH�FDOFXODWH�DQ�HIIHFWLYH�FDSLWDO�UDLVLQJ�SULFH�RI����������

7KH�LPSOLHG�GLVFRXQW�RI�����ZH�FDOFXODWHG�UHODWLYH�WR�WKH�FORVLQJ�VKDUH�SULFH�RI�&LWLJROG�RI��������
LPPHGLDWHO\�SULRU�WR�WKH�3URSRVHG�7UDQVDFWLRQ�LV�LQIHULRU�WR�WKH�SULFHV�DW�ZKLFK�FDSLWDO�KDV�EHHQ�UDLVHG�LQ�
WKH�SDVW�E\�&LWLJROG���&LWLJROG�KDV�SUHYLRXVO\�DFKLHYHG�SUHPLXPV�RQ�LWV�WUDGLQJ�SULFH�LQ�WKH�RUGHU�RI�����WR�
����LQ�LWV�SDVW�WKUHH�FDSLWDO�UDLVLQJV���:H�QRWH�KRZHYHU�WKDW�FRQILGHQFH�LQ�WKH�JROG�VHFWRU�KDV�JHQHUDOO\�
GHFOLQHG�VLQFH�WKH�ODVW�UDLVLQJ�ZLWK�D�GHFOLQH�LQ�WKH�JROG�SULFH�DQG�WKH�6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�
RI�����DQG�����UHVSHFWLYHO\��

7KH�GLVFRXQW�WKH�LPSOLHG�FDSLWDO�UDLVLQJ�SULFH�UHSUHVHQWV�UHODWLYH�WR�WKH�FORVLQJ�SULFH�SULRU�WR�WKH�
DQQRXQFHPHQW�WR�WKH�3URSRVHG�7UDQVDFWLRQ�LV�ZLWKLQ�WKH�UDQJH�RI�GLVFRXQWV�IRU�VKDUH�LVVXHV�FRPSOHWHG�E\�
FRPSDUDEOH�$XVWUDOLDQ�JROG�FRPSDQLHV�LQ�WKH�ODVW����PRQWKV�RI�QHJDWLYH�����WR������VHW�RXW�LQ�$SSHQGL[�
%���

:H�KDYH�DOVR�FRQVLGHUHG�LWHPV�RI�YDOXH�UHOHYDQW�WR�WKH�&RQYHUWLEOH�%RQGV��SULQFLSDOO\�LQWHUHVW�DQG�WKH�
RSWLRQ�YDOXH�UHSUHVHQWHG�E\�WKH�������FRQYHUVLRQ�SULFH����:H�KDYH�FDOFXODWHG�D�UHWXUQ�RQ�WKH�&RQYHUWLEOH�
%RQGV�RI���������,Q�RXU�YLHZ��JLYHQ�WKH�ULVN�DVVRFLDWHG�ZLWK�WKH�&RQYHUWLEOH�%RQGV��WKLV�UHWXUQ�LV�QRW�
XQUHDVRQDEOH��

+RZHYHU��XQOLNH�RWKHU�FDSLWDO�UDLVLQJV�FRPSOHWHG�E\�&LWLJROG��WKHUH�LV�SRWHQWLDO�IRU�(/0�WR�JDLQ�FRQWURO�RI�
WKH�&RPSDQ\���&RPSDULQJ�WKH�FRQWUROOLQJ�LQWHUHVW�VKDUH�YDOXH�UDQJH�ZH�KDYH�FDOFXODWHG�LQ�6HFWLRQ�����RI�
�������WR��������WR�WKH�HIIHFWLYH�FDSLWDO�UDLVLQJ�SULFH�RI���������LPSOLHV�D�GLVFRXQW�RI�����WR������

+DYLQJ�UHJDUG�WR�WKH�DERYH�DVVHVVPHQWV�RI�WKH�3URSRVHG�7UDQVDFWLRQ��LW�LV�RXU�RSLQLRQ�WKDW�WKH�3URSRVHG�
7UDQVDFWLRQ�GRHV�QRW�LQFRUSRUDWH�D�FRQWURO�SUHPLXP�LQWR�WKH�SULFH�SDLG�E\�(/0�IRU�LWV�LQWHUHVW�LQ�&LWLJROG�
XSRQ�FRQYHUVLRQ�RI�WKH�&RQYHUWLEOH�%RQGV���2Q�WKDW�EDVLV�DQG�KDYLQJ�UHJDUG�WR�WKH�DERYH�DQDO\VLV�ZH�
FRQFOXGH�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�1RW�)DLU�WR�WKH�6KDUHKROGHUV��

�

�
� �



�

���

���� $VVHVVPHQW�RI�WKH�5HDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�
7KLV�VHFWLRQ�VHWV�RXW�RXU�RSLQLRQ�RQ�WKH�UHDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�DQG�LV�VHW�RXW�DV�
IROORZV��

x� 6HFWLRQ�����VXPPDULVHV�WKH�SRWHQWLDO�DGYDQWDJHV�WR�WKH�6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�
DSSURYHG��

x� 6HFWLRQ�����VXPPDULVHV�WKH�SRWHQWLDO�GLVDGYDQWDJHV�WR�WKH�6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�
QRW�DSSURYHG��

x� 6HFWLRQ�����FRQVLGHUV�WKH�SRVLWLRQ�RI�WKH�6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�QRW�DSSURYHG��DQG�

x� 6HFWLRQ�����VHWV�RXW�RXU�DVVHVVPHQW�RI�WKH�UHDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ��

���� $GYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

7DEOH�����VXPPDULVHV�WKH�SRWHQWLDO�DGYDQWDJHV�WR�&LWLJROG�VKDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�
DSSURYHG��

7DEOH�������3RWHQWLDO�$GYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

$GYDQWDJH� ([SODQDWLRQ�

&RPPLWPHQW�IRU�IXQGLQJ� 7KH�3URSRVHG�7UDQVDFWLRQ�SURYLGHV�WKH�6KDUHKROGHUV�ZLWK�D�FRPPLWPHQW�IRU�WKH�
IXQGLQJ�WKH�&RPSDQ\�DQWLFLSDWHV�ZLOO�EH�UHTXLUHG�WR�DGYDQFH�LWV�NH\�SURMHFW����

7KH�GLUHFWRUV�DUH�RI�WKH�YLHZ�WKDW�WKH�VLJQLILFDQW�IXQGLQJ�UHTXLUHG�IRU�WKH�
&KDUWHUV�7RZHUV�*ROG�3URMHFW�FDQQRW�FXUUHQWO\�EH�REWDLQHG�RQ�WHUPV�VXSHULRU�WR�
WKRVH�RIIHUHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ���:H�DUH�LQVWUXFWHG�WKDW�WKH�
&RPSDQ\�KDV�XQGHUWDNHQ�D�FRPSUHKHQVLYH�FDSLWDO�UDLVLQJ�SURFHVV��FDQYDVVLQJ�
LQWHUHVW�IURP�PDQ\�SRWHQWLDO�LQYHVWRUV�DQG�XWLOLVLQJ�WKH�QHWZRUNV�RI�KLJKO\�
UHJDUGHG�IXQGLQJ�LQWHUPHGLDULHV�LQFOXGLQJ�JOREDO�EDQNV��DQG�WKDW�WKLV�LV�WKH�EHVW�
RIIHU�DYDLODEOH��

7KH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��DV�WKH�NH\�DVVHW�RI�&LWLJROG��ZLOO�QHHG�WR�EH�
DGYDQFHG�LQ�RUGHU�IRU�6KDUHKROGHUV�WR�UHDOLVH�YDOXH�IURP�WKH�DVVHWV�KHOG�E\�WKH�
&RPSDQ\���:LWKRXW�DGYDQFLQJ�WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW��LW�PD\�EH�
GLIILFXOW�IRU�&LWLJROG�WR�FUHDWH�YDOXH�IRU�WKH�6KDUHKROGHUV��

$V�VHW�RXW�LQ�6HFWLRQ������&LWLJROG�KDV�QRW�SUHYLRXVO\�UDLVHG�DV�PXFK�FDSLWDO�DV�WKDW�
FRQWHPSODWHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ���0DQ\�FDSLWDO�UDLVLQJ�DWWHPSWV�LQ�
WKH�SDVW�KDYH�EHHQ�XQVXFFHVVIXO���)XUWKHU��UHFHQW�FDSLWDO�UDLVLQJV�KDYH�EHHQ�DW�
SURJUHVVLYHO\�OHVV�IDYRXUDEOH�WHUPV�WKDQ�HDFK�SUHFHGLQJ�UDLVLQJ����

,QWURGXFWLRQ�RI�D�FRUQHUVWRQH�
LQYHVWRU�

(/0�ZLOO�EHFRPH�D�FRUQHUVWRQH�LQYHVWRU�LQ�&LWLJROG�ZLWK�D�PDWHULDO�LQWHUHVW�LQ�WKH�
VXFFHVV�RI�WKH�&RPSDQ\�DQG�LWV�IODJVKLS�DVVHW��WKH�&KDUWHUV�7RZHUV�*ROG�3URMHFW����

&RUQHUVWRQH�LQYHVWRUV�RIWHQ�DVVLVW�ZLWK�IXWXUH�IXQGLQJ�DQG�KDYH�D�VWURQJ�LQFHQWLYH�
WR�KROG�PDQDJHPHQW�DFFRXQWDEOH�IRU�WKH�UHVXOWV�RI�WKH�&RPSDQ\��

)OH[LELOLW\�WR�UDLVH�IXUWKHU�
FDSLWDO�DW�PDUNHW�SULFHV�ZKLFK�
PD\�GLOXWH�WKH�PDMRULW\�VWDNH�
SRWHQWLDOO\�KHOG�E\�(/0�

(/0�ZLOO�QRW�JDLQ�D�FRQWUROOLQJ�LQWHUHVW�RI�JUHDWHU�WKDQ�����RI�WKH�YRWLQJ�ULJKWV�
XQWLO�WKH�ILQDO�WUDQFKH�RI�WKH�&RQYHUWLEOH�%RQGV�LV�FRQYHUWHG��LI�LW�LV�FRQYHUWHG���

8QWLO�WKLV�HYHQW�RFFXUV��LI�LW�RFFXUV���WKH�6KDUHKROGHUV�ZLOO�FRQWLQXH�WR�FROOHFWLYHO\�
KROG�LQWHUHVWV�LQ�WKH�&RPSDQ\�JUHDWHU�WKDQ��������)XUWKHU��WKH�&RPSDQ\�FRXOG�
UDLVH�FDSLWDO�LQ�WKH�PHDQWLPH�ZKLFK�PD\�UHVXOW�LQ�(/0�QR�ORQJHU�KROGLQJ�����RU�
PRUH�RI�WKH�YRWLQJ�VKDUHV�LQ�WKH�&RPSDQ\��GHSHQGLQJ�RQ�WKH�WHUPV�RI�WKH�FDSLWDO�
UDLVLQJ��
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$GYDQWDJH� ([SODQDWLRQ�

7KH� 3URSRVHG� 7UDQVDFWLRQ� LV�
SRWHQWLDOO\� OHVV� GLOXWLYH� WKDQ�
RWKHU�FDSLWDO�UDLVLQJ�RSWLRQV�

6KDUHKROGHUV�PD\�QRW�EH�GLOXWHG�WR�WKH�H[WHQW�RI�D�PRUH�WUDGLWLRQDO�FDSLWDO�UDLVLQJ�
EHFDXVH��

x� (/0�PD\�QRW�FRQYHUW�DOO�RU�DQ\�RI�WKH�&RQYHUWLEOH�%RQGV��SRWHQWLDOO\�UHGXFLQJ�
WKH�LPSDFW�RI�GLOXWLRQ�RQ�WKH�6KDUHKROGHUV��SURYLGHG�WKH�&RPSDQ\�FDQ�UHSD\�
WKH�RXWVWDQGLQJ�&RQYHUWLEOH�%RQGV���DQG�

x� $V�VKRZQ�E\�WKH�GDWD�UHODWLQJ�WR�FDSLWDO�UDLVLQJV�RI�RWKHU�JROG�FRPSDQLHV�VHW�
RXW�LQ�$SSHQGL[�%��D�WUDGLWLRQDO�HTXLW\�UDLVLQJ�PD\�EH�PDWHULDOO\�PRUH�GLOXWLYH�
WKDQ�WKDW�FRQWHPSODWHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ��

6RXUFH�� %'2�&)4�DQDO\VLV��

���� 'LVDGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

7DEOH�����VXPPDULVHV�WKH�SRWHQWLDO�GLVDGYDQWDJHV�WR�&LWLJROG�VKDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�
DSSURYHG��

7DEOH�������3RWHQWLDO�'LVDGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

'LVDGYDQWDJH� ([SODQDWLRQ�

5HGXFHG�SRWHQWLDO�IRU�D�WDNHRYHU�
RIIHU��

,Q�WKH�HYHQW�WKDW�&LWLJROG�LV�WDNHQ�RYHU��WKH�WHUPV�RI�WKH�%6$�PXVW�VWLOO�EH�
KRQRXUHG�E\�WKH�DFTXLUHU���2Q�WKLV�EDVLV��(/0�FRXOG�JDLQ�FRQWURO�RYHU�WKH�
&RPSDQ\��LUUHVSHFWLYH�RI�WKH�PDMRULW\�VKDUHKROGHUV�DW�WKH�WLPH��

,W�LV�RXU�YLHZ�WKDW�WKH�%6$�OLNHO\�UHGXFHV�WKH�SRVVLELOLW\�RI�D�WDNHRYHU�RIIHU�
RFFXUULQJ��SDUWLFXODUO\�ZKHUH�(/0�LV�QRW�DPLDEOH�WR�WKH�RIIHU���7KH�SRVVLELOLW\�
RI�D�WDNHRYHU�RIIHU�VXFFHHGLQJ�ZLWKRXW�WKH�VXSSRUW�RI�(/0�PD\�DOVR�EH�
UHGXFHG�SRVW�WKH�WHUP�RI�WKH�%6$�LI�(/0�FRQYHUWV�WKH�&RQYHUWLEOH�%RQGV�DQG�
JDLQV�FRQWURO�RI�WKH�&RPSDQ\��

7KHUH�DUH�DOVR�RWKHU�SURYLVLRQV�LQ�WKH�%6$��LQFOXGLQJ�WKH�DQWL�GLOXWLRQ�
SURYLVLRQV��ZKLFK�PD\�UHGXFH�WKH�&RPSDQ\·V�DWWUDFWLYHQHVV�DV�D�WDNHRYHU�
WDUJHW��

1RWZLWKVWDQGLQJ�WKH�DERYH��LW�VKRXOG�EH�QRWHG�WKDW�D�WUDGLWLRQDO�HTXLW\�
UDLVLQJ�RI�WKH�PDJQLWXGH�SURYLGHG�IRU�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ�PD\�
DOVR�UHVXOW�LQ�WKH�6KDUHKROGHUV�QR�ORQJHU�FRQWUROOLQJ�WKH�&RPSDQ\�
�SDUWLFXODUO\�LI�UDLVHG�IURP�D�VLQJOH�FDSLWDO�SURYLGHU���

%6$�XQFHUWDLQW\� 8QOLNH�D�GLUHFW��XSIURQW�HTXLW\�LQMHFWLRQ��WKH�&RQYHUWLEOH�%RQGV�DUH�VXEMHFW�
WR�FHUWDLQ�ZDUUDQWLHV��XQGHUWDNLQJV�DQG�REOLJDWLRQV�LQ�WKH�%6$���)XUWKHU��D�
PDWHULDO�DGYHUVH�FKDQJH��VXVSHQVLRQ�RU�GHOLVWLQJ��FKDQJH�LQ�OHJLVODWLRQ�ZKLFK�
UHVXOWV�LQ�D�PDWHULDO�DGYHUVH�FKDQJH�RU�DQ�LQMXQFWLRQ�PD\�UHVXOW�LQ�WKH�IXOO�
IXQGV�QRW�EHLQJ�UHFHLYHG���

1RWZLWKVWDQGLQJ� WKH� DERYH�� ZH� QRWH� WKDW� LI� FDSLWDO� ZHUH� WR� EH� UDLVHG� LQ�
VPDOOHU� SRUWLRQV�� PDQ\� RI� WKH� DERYH� ULVNV� ZRXOG� UHPDLQ� �H�J�� D� PDWHULDO�
DGYHUVH�FKDQJH��IURP�RQH�FDSLWDO�UDLVLQJ�WR�WKH�QH[W��

$JUHHPHQWV� VXFK� DV� WKH� %6$� DUH� DOVR� VXEMHFW� WR� XQFHUWDLQW\� RI� OHJDO�
LQWHUSUHWDWLRQ�� � 2IWHQ� WKH� H[DFW� PHDQLQJ� RI� WHUPV� LQ� WKH� %6$� FDQQRW� EH�
NQRZQ�ZLWK�FHUWDLQW\�XQWLO�WHVWHG�LQ�D�FRXUW�RI�ODZ���)RU�H[DPSOH��WKH�OHJDO�
LQWHUSUHWDWLRQ�RI�D�¶PDWHULDO�DGYHUVH�FKDQJH·�FDQQRW�EH�GHWHUPLQHG�ZLWK�DQ\�
FHUWDLQW\�DV�DW�WKH�GDWH�RI�WKLV�5HSRUW��

:H�DOVR�QRWH�WKDW�WKH�%6$�LV�VXEMHFW�WR�6LQJDSRUHDQ�ODZ�ZKLFK�PD\�LQWURGXFH�
IXUWKHU�XQFHUWDLQW\�WR�LQYHVWRUV�PRUH�IDPLOLDU�ZLWK�$XVWUDOLDQ�ODZV���
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3RWHQWLDO�ORVV�RI�FRQWURO� ,I�DOO�WKH�&RQYHUWLEOH�%RQGV�WR�EH�LVVXHG�XQGHU�WKH�%6$�DUH�FRQYHUWHG�WR�
HTXLW\��(/0�ZLOO�PRVW�OLNHO\�JDLQ�D�FRQWUROOLQJ�VWDNH�LQ�&LWLJROG��XQOHVV�
GLOXWHG���7KLV�ZLOO�OLNHO\�SURYLGH�(/0�ZLWK�WKH�DELOLW\�WR�FRQWURO�WKH�&RPSDQ\�
DQG�GLFWDWH�WKH�SROLFLHV�RI�&LWLJROG��

,W�VKRXOG�EH�QRWHG�KRZHYHU�WKDW�XQOHVV�VLJQLILFDQW�IXQGV�FDPH�IURP�WKH�
6KDUHKROGHUV��LW�LV�OLNHO\��EDVHG�RQ�WKH�&RPSDQ\·V�IRUHFDVW�FDVK�IORZV��WKDW�D�
FRQWUROOLQJ�QXPEHU�RI�VKDUHV�ZRXOG�QHHG�WR�EH�LVVXHG�WR�QHZ�VKDUHKROGHUV��
UHGXFLQJ�WKH�FRQWURO�RI�WKH�6KDUHKROGHUV��

$GGLWLRQDO�ULVN�RI�GHEW� %\�LVVXLQJ�WKH�&RQYHUWLEOH�%RQGV��&LWLJROG�LV�WDNLQJ�RQ�D�VLJQLILFDQW�DPRXQW�RI�
GHEW���,I�(/0�HOHFWV�QRW�WR�FRQYHUW�WKH�&RQYHUWLEOH�%RQGV�DQG�WKH�&RPSDQ\�
FDQQRW�UDLVH�WKH�UHTXLUHG�FDSLWDO�WR�SD\�EDFN�WKH�&RQYHUWLEOH�1RWHV��WKH�
&RPSDQ\�PD\�EHFRPH�LQVROYHQW��

,Q�WKH�HYHQW�RI�D�GHIDXOW��WKHUH�LV�WKH�SRWHQWLDO�IRU�WKH�6KDUHKROGHUV�WR�ORVH�
WKHLU�FODLP�WR�DQ\�DVVHWV�KHOG�E\�&LWLJROG��SDUWLFXODUO\�ZKHUH�LWV�GHEWV�DUH�
JUHDWHU�WKDQ�WKH�YDOXH�RI�LWV�DVVHWV���

:H�QRWH�WKLV�GLVDGYDQWDJH�LV�UHOHYDQW�WR�DOO�PDWHULDO�GHEW�LQVWUXPHQWV�LVVXHG�
E\�WKH�&RPSDQ\��

6HW�FRQYHUVLRQ�SULFH� 7KH�6KDUHKROGHUV�ZLOO�KDYH�OHVV�H[SRVXUH�WR�DQ\�SRWHQWLDO�XSVLGH�LQ�WKH�YDOXH�
RI�&LWLJROG�DV�HDFK�WUDQFKH�RI�WKH�&RQYHUWLEOH�1RWHV�LV�LQYHVWHG�LQ�WKH�
&KDUWHUV�7RZHUV�*ROG�3URMHFW���7KH�6KDUHKROGHUV�ZRXOG�OLNHO\�EH�DEOH�WR�
UHWDLQ�D�JUHDWHU�OHYHO�RI�H[SRVXUH�WR�DQ\�SRWHQWLDO�XSVLGH�LQ�WKH�YDOXH�RI�
&LWLJROG�LQ�FLUFXPVWDQFHV�ZKHUH�WKH�&RPSDQ\�FRXOG�UDLVH�FDSLWDO�LQ�D�PRUH�
LQFUHPHQWDO�PDQQHU�DV�LQGLYLGXDO�PLOHVWRQHV�ZHUH�PHW��

7KLV�GLVDGYDQWDJH�VKRXOG�EH�FRQVLGHUHG�DJDLQVW�WKH�ULVN�RI�WKH�SURMHFW�ORVLQJ�
YDOXH��WKH�ULVN�RI�FDSLWDO�EHLQJ�UDLVHG�RQ�LQIHULRU�WHUPV�UHODWLYH�WR�WKH�
3URSRVHG�7UDQVDFWLRQ�DQG�WKH�UHODWLYH�FHUWDLQW\�RI�WKH�FRPPLWPHQW�SURYLGHG�
E\�WKH�%6$�IRU�WKH������PLOOLRQ�LQ�IXQGLQJ��

6RXUFH�� %'2�&)4�DQDO\VLV��

���� 3RVLWLRQ�RI�&LWLJROG�6KDUHKROGHUV�LI�WKH�3URSRVHG�7UDQVDFWLRQ�LV�1RW�$SSURYHG�

,Q�WKH�HYHQW�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�QRW�DSSURYHG��&LWLJROG�ZLOO�EH�OLDEOH�WR�UHSD\�WKH�LQLWLDO����
PLOOLRQ�WUDQFKH�RI�&RQYHUWLEOH�%RQGV�DOUHDG\�LVVXHG�ZLWKLQ����GD\V���

)XUWKHU�WR�WKLV�UHTXLUHPHQW��WKH�&RPSDQ\�ZLOO�QHHG�WR�UDLVH�DGGLWLRQDO�FDSLWDO�WR�FRQWLQXH�WKH�
GHYHORSPHQW�RI�WKH�&KDUWHUV�7RZHUV�3URMHFW���7KH�&RPSDQ\�KDV�DGYLVHG�WKDW�IXUWKHU�IXQGLQJ�ZLOO�EH�
UHTXLUHG�E\�ZLWKLQ�WKH�QH[W���WR���PRQWKV�DW�WKH�FXUUHQW�SODQQHG�UDWH�RI�GHYHORSPHQW���)XUWKHU�ZH�
XQGHUVWDQG�WKDW�(/0�KDV�EHHQ�JUDQWHG�DQ�H[FOXVLYLW\�SHULRG�XQWLO���-XO\��������7KH�&RPSDQ\�LV�SUHFOXGHG�
IURP�XQGHUWDNLQJ�IXUWKHU�FDSLWDO�UDLVLQJ�DFWLYLWLHV�ZLWKRXW�(/0·V�FRQVHQW�GXULQJ�WKH�H[FOXVLYLW\�SHULRG��

,W�LV�XQFHUWDLQ�LI�&LWLJROG�ZLOO�EH�DEOH�WR�UDLVH�IXQGV�RQ�PRUH�IDYRXUDEOH�WHUPV�WKDQ�WKRVH�RIIHUHG�XQGHU�WKH�
3URSRVHG�7UDQVDFWLRQ�DV�DQG�ZKHQ�UHTXLUHG�E\�WKH�&RPSDQ\��

���� 5HDVRQDEOHQHVV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�

7KH�KLVWRU\�RI�FDSLWDO�UDLVLQJV�FRPSOHWHG�E\�&LWLJROG�VXJJHVWV�WKDW�WKH�&RPSDQ\�PD\�KDYH�GLIILFXOWO\�
FRPSOHWLQJ�D�FDSLWDO�UDLVLQJ�RI�WKH�PDJQLWXGH�FRQWHPSODWHG�XQGHU�WKH�3URSRVHG�7UDQVDFWLRQ�RQ�PRUH�
IDYRXUDEOH�WHUPV�WKDQ�WKRVH�RIIHUHG�E\�WKH�&RQYHUWLEOH�%RQGV�LQ�WKH�FXUUHQW�HQYLURQPHQW��

� �
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$IWHU�FRQVLGHUDWLRQ�RI�DOO�RI�WKH�LVVXHV�VHW�RXW�LQ�WKLV�5HSRUW��LQFOXGLQJ�WKRVH�VHW�RXW�LQ�6HFWLRQ�����WR�����
DERYH��LW�LV�RXU�YLHZ�WKDW�WKH�3URSRVHG�7UDQVDFWLRQ�LV�5HDVRQDEOH�WR�WKH�6KDUHKROGHUV�DV�DW�WKH�GDWH�RI�
WKLV�5HSRUW��

:H�DUH�RI�WKH�YLHZ�WKDW�WKH�DGYDQWDJHV�RI�WKH�3URSRVHG�7UDQVDFWLRQ�RXWZHLJK�WKH�GLVDGYDQWDJHV�RI�WKH�
3URSRVHG�7UDQVDFWLRQ�� �
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���� 6RXUFHV�RI�,QIRUPDWLRQ�
7KLV�5HSRUW�LV�EDVHG�RQ�LQIRUPDWLRQ�IURP�VRXUFHV�LQFOXGLQJ�WKH�IROORZLQJ��

x� &LWLJROG�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�WKH�\HDU�HQGHG����-XQH����������-XQH�������DQG����
0DUFK������PDQDJHPHQW�DFFRXQWV��

x� &LWLJROG�ZHEVLWH��ZZZ�FLWLJROG�FRP���

x� &LWLJROG�$6;�DQQRXQFHPHQWV��

x� 7KH�1RWLFH�RI�*HQHUDO�0HHWLQJ�DQG�([SODQDWRU\�6WDWHPHQW��

x� 0HHWLQJV�DQG�FRUUHVSRQGHQFH�ZLWK�WKH�PDQDJHPHQW�RI�&LWLJROG��

x� 7KH�%RQG�6XEVFULSWLRQ�$JUHHPHQW��

x� %ORRPEHUJ��DQG�

x� 9DULRXV�RWKHU�UHVHDUFK�SXEOLFDWLRQV�DQG�SXEOLFO\�DYDLODEOH�GDWD��

� �
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�����5HSUHVHQWDWLRQV��,QGHPQLWLHV�DQG�:DUUDQWLHV�
&LWLJROG�KDV�DJUHHG�WR�RXU�WHUPV�RI�HQJDJHPHQW�DQG�WKH�IROORZLQJ�LQGHPQLWLHV�DQG�UHSUHVHQWDWLRQV��

����� 5HSUHVHQWDWLRQV�

&LWLJROG�UHFRJQLVHV�DQG�FRQILUPV�WKDW��LQ�SUHSDULQJ�WKLV�5HSRUW��H[FHSW�WR�WKH�H[WHQW�WR�ZKLFK�LW�LV�
XQUHDVRQDEOH�WR�GR�VR��%'2�3HUVRQV�KDYH�XVHG�DQG�UHOLHG�RQ�SXEOLFO\�DYDLODEOH�LQIRUPDWLRQ�DQG�RQ�GDWD��
PDWHULDO�DQG�RWKHU�LQIRUPDWLRQ�IXUQLVKHG�WR�%'2�3HUVRQV�E\�&LWLJROG��LWV�PDQDJHPHQW��DQG�RWKHU�SDUWLHV��
DQG�PD\�DVVXPH�DQG�UHO\�XSRQ�WKH�DFFXUDF\�DQG�FRPSOHWHQHVV�RI��DQG�KDV�QRW�DVVXPHG�DQ\�UHVSRQVLELOLW\�
IRU�LQGHSHQGHQW�YHULILFDWLRQ�RI��VXFK�SXEOLFO\�DYDLODEOH�LQIRUPDWLRQ�DQG�WKH�RWKHU�LQIRUPDWLRQ�VR�
IXUQLVKHG��

&LWLJROG�KDV�DFNQRZOHGJHG�WKDW�WKH�HQJDJHPHQW�RI�%'2�&)4�LV�DV�DQ�LQGHSHQGHQW�FRQWUDFWRU�DQG�QRW�LQ�
DQ\�RWKHU�FDSDFLW\�LQFOXGLQJ�D�ILGXFLDU\�FDSDFLW\��

����� ,QGHPQLWLHV�DQG�:DUUDQWLHV�

,Q�FRQQHFWLRQ�ZLWK�%'2�&)4·V�HQJDJHPHQW�WR�SUHSDUH�WKLV�5HSRUW��&LWLJROG�KDV�DJUHHG�WR�LQGHPQLI\�DQG�
KROG�KDUPOHVV�%'2�&)4��%'2��4/'��RU�DQ\�RI�WKH�SDUWQHUV��GLUHFWRUV��DJHQWV�RU�DVVRFLDWHV��WRJHWKHU�¶%'2�
3HUVRQV·���WR�WKH�IXOO�H[WHQW�ODZIXO��IURP�DQG�DJDLQVW�DOO�ORVVHV��FODLPV��GDPDJHV��OLDELOLWLHV�DQG�H[SHQVHV�
LQFXUUHG�E\�WKHP���&LWLJROG�ZLOO�QRW�EH�UHVSRQVLEOH��KRZHYHU��WR�WKH�H[WHQW�WR�ZKLFK�VXFK�ORVVHV��FODLPV��
GDPDJHV��OLDELOLWLHV�RU�H[SHQVHV�UHVXOW�IURP�WKH�QHJOLJHQW�DFWV�RU�RPLVVLRQV�RU�ZLOIXO�PLVFRQGXFW�RI�DQ\�
%'2�3HUVRQV��

&LWLJROG�KDV�DJUHHG�WR�LQGHPQLI\�%'2�3HUVRQV�LQ�UHVSHFW�RI�DOO�FRVWV��H[SHQVHV��IHHV�RI�VHSDUDWH�OHJDO�
FRXQVHO�RU�DQ\�RWKHU�H[SHUWV�LQ�FRQQHFWLRQ�ZLWK�LQYHVWLJDWLQJ��SUHSDULQJ�RU�GHIHQGLQJ�DQ\�DFWLRQ�RU�FODLP�
PDGH�DJDLQVW�%'2�3HUVRQV��LQFOXGLQJ�FODLPV�UHODWLQJ�WR�RU�LQ�FRQQHFWLRQ�ZLWK�LQIRUPDWLRQ�SURYLGHG�WR�RU�
ZKLFK�VKRXOG�KDYH�EHHQ�SURYLGHG�WR�%'2�&)4�E\�&LWLJROG��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�WKH�GLUHFWRUV�DQG�
DGYLVHUV�RI�&LWLJROG��DV�SDUW�RI�WKLV�HQJDJHPHQW���

� �
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$SSHQGL[�$�²�,QGXVWU\�,QIRUPDWLRQ��
7KLV�DSSHQGL[�VHWV�RXW�D�VXPPDU\�RI�WKH�JROG�PLQLQJ�LQGXVWU\�LQ�$XVWUDOLD��

$��� *ROG�0LQLQJ�LQ�$XVWUDOLD��

7KURXJK�LWV�LQWHUHVW�LQ�WKH�&KDUWHUV�7RZHUV�3URMHFW��&LWLJROG�FRXOG�EH�FRQVLGHUHG�WR�RSHUDWH�LQ�WKH�
$XVWUDOLDQ�JROG�PLQLQJ�LQGXVWU\�ZKLFK�FRPSULVHV�FRPSDQLHV�WKDW�H[SORUH��PLQH��H[WUDFW��SURFHVV�DQG�UHILQH�
JROG�RUH�UHVRXUFHV�LQWR�D�FRQFHQWUDWH�RU�EXOOLRQ����

:H�KDYH�VHW�RXW�D�VXPPDU\�RI�WKH�$XVWUDOLDQ�JROG�PLQLQJ�LQGXVWU\�EHORZ���7KH�LQIRUPDWLRQ�SUHVHQWHG�LQ�
WKLV�VHFWLRQ�KDV�EHHQ�FRPSLOHG�IURP�D�UDQJH�RI�SXEOLFO\�DYDLODEOH�VRXUFHV��7KLV�VXPPDU\�LV�QRW�LQWHQGHG�WR�
EH�D�FRPSUHKHQVLYH�DQDO\VLV�RI�WKH�$XVWUDOLDQ�JROG�PLQLQJ�LQGXVWU\����

:H�UHFRPPHQG�WKDW�&LWLJROG�VKDUHKROGHUV�UHIHU�WR�WKH�RULJLQDO�VRXUFH�RI�WKH�LQIRUPDWLRQ�UHIHUUHG�WR�LQ�
WKLV�VHFWLRQ��DQG�DQ\�RWKHU�LQIRUPDWLRQ�WKH\�EHOLHYH�DSSURSULDWH��IRU�D�PRUH�FRPSUHKHQVLYH�DQDO\VLV���7KLV�
VHFWLRQ�VKRXOG�EH�UHIHUUHG�WR�DV�D�EURDG�JXLGH�RQO\��

$����� *ROG�3URGXFWLRQ�

,Q�������$XVWUDOLD�PLQHG�DSSUR[LPDWHO\�����WRQQHV�RI�JROG�UHSUHVHQWLQJ�DSSUR[LPDWHO\������RI�WKH������
JOREDO�JROG�SURGXFWLRQ�RI�������WRQQHV���$XVWUDOLD�UDQNHG�VHFRQG�LQ�WKH�ZRUOG�EHKLQG�&KLQD�LQ�WHUPV�RI�
WRWDO�JROG�SURGXFHG�LQ��������:HVWHUQ�$XVWUDOLD�LV�WKH�ODUJHVW�VWDWH�SURGXFHU�DQG�H[SRUWHU�RI�JROG�LQ�
$XVWUDOLD��DFFRXQWLQJ�IRU�DSSUR[LPDWHO\�����RI�WRWDO�$XVWUDOLDQ�SURGXFWLRQ�LQ���������

7DEOH�$���EHORZ�VHWV�RXW�JROG�SURGXFWLRQ�E\�FRXQWU\�IRU���������

7DEOH�$����3URGXFWLRQ�E\�&RXQWU\�LQ������
&RXQWU\� 3URGXFWLRQ��WRQQHV��

&KLQD� ����

$XVWUDOLD� ����

8QLWHG�6WDWHV� ����

5XVVLD� ����

6RXWK�$IULFD� ����

3HUX� ����

&DQDGD� ����

,QGRQHVLD� ���

8]EHNLVWDQ� ���

*KDQD� ���

0H[LFR� ���

3DSXD�1HZ�*XLQHD� ���

%UD]LO� ���

&KLOH� ���

2WKHU�FRXQWULHV� ����

:RUOG�WRWDO��URXQGHG�� ������

6RXUFH��8�6��*HRORJLFDO�6XUYH\�0LQHUDO�&RPPRGLW\�6XPPDULHV���-DQXDU\������

�������������������������������������������������
���,QIRUPDWLRQ�LQ�WKLV�VHFWLRQ�LV�VRXUFHG�IURP�WKH�$XVWUDOLDQ�%XUHDX�RI�6WDWLVWLFV��8�6��*HRORJLFDO�6XUYH\�0LQHUDO�

&RPPRGLW\�6XPPDULHV���-DQXDU\�������%ORRPEHUJ�DQG�RWKHU�SXEOLFO\�DYDLODEOH�LQIRUPDWLRQ��
�
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$����� *OREDO�'HPDQG�

*ROG�LV�ERWK�D�FRPPRGLW\�DQG�DQ�LQWHUQDWLRQDO�VWRUH�RI�PRQHWDU\�YDOXH��2QFH�PLQHG��JROG�FRQWLQXHV�WR�
H[LVW�LQGHILQLWHO\��RIWHQ�PHOWHG�GRZQ�DQG�UHF\FOHG�WR�SURGXFH�DOWHUQDWLYH�RU�UHSODFHPHQW�SURGXFWV��7KLV�
FKDUDFWHULVWLF�PHDQV�WKDW�JROG�GHPDQG�LV�VXSSRUWHG�E\�ERWK�PLQH�SURGXFWLRQ�DQG�JROG�UHF\FOLQJ��

:RUOG�GHPDQG�IRU�JROG�KDV�WZR�NH\�GULYHUV��FRQVXPSWLRQ�DQG�LQYHVWPHQW��*ROG�FRQVXPSWLRQ�UHODWHV�WR�WKH�
XVH�RI�JROG�LQ�WKH�PDQXIDFWXULQJ�RI�MHZHOOHU\��HOHFWURQLFV��GHQWLVWU\��FRLQV�DQG�RWKHU�LQGXVWULDO�
DSSOLFDWLRQV��*ROG�LQYHVWPHQW�UHODWHV�WR�JROG�SXUFKDVHV�IRU�ILQDQFLDO�SXUSRVHV��XVXDOO\�LQ�WKH�IRUP�RI�JROG�
EXOOLRQ���&RQVXPSWLRQ�GHPDQG�IRU�JROG�DFFRXQWV�IRU�DSSUR[LPDWHO\�WKUHH�TXDUWHUV�RI�WRWDO�JOREDO�GHPDQG��

)DFWRUV�ZKLFK�LQIOXHQFH�WKH�GHPDQG�IRU�JROG�FRQVXPSWLRQ�DQG�LQYHVWPHQW�GLIIHU��*ROG�FRQVXPSWLRQ�
GHPDQG�LV�LQIOXHQFHG�E\�FKDQJHV�DW�WKH�KRXVHKROG�OHYHO��LQFOXGLQJ�KRXVHKROG�LQFRPH��FKDQJHV�LQ�FRQVXPHU�
DSSHWLWH�WDVWH�IRU�MHZHOOHU\�DQG�JROG�GHQWLVWU\��DQG�GHPDQG�IRU�HOHFWURQLFV���

*ROG�LQYHVWPHQW�GHPDQG�LV�LQIOXHQFHG�E\�EURDGHU�HFRQRPLF�IDFWRUV��LQFOXGLQJ�GHYHORSPHQWV�LQ�WKH�
RXWORRN�IRU�JOREDO�HFRQRPLHV��VKLIWV�LQ�WKH�YDOXH�RI�PDMRU�FXUUHQFLHV�DQG�FKDQJHV�LQ�WKH�ULVNLQHVV�RI�RWKHU�
DVVHWV���

$����� 5HVHUYHV�

,Q�������$XVWUDOLD
V�HFRQRPLF�JROG�UHVHUYHV�ZHUH�DSSUR[LPDWHO\�������WRQQHV���7DEOH�$���EHORZ�VHWV�RXW�
JROG�UHVHUYHV�E\�FRXQWU\�IRU���������

7DEOH�$����5HVHUYHV�E\�&RXQWU\�

&RXQWU\� 5HVHUYHV��
�WRQQHV��

$XVWUDOLD� ������

6RXWK�$IULFD� ������

5XVVLD� ������

&KLOH� ������

8QLWHG�6WDWHV� ������

,QGRQHVLD� ������

%UD]LO� ������

3HUX� ������

&KLQD� ������

8]EHNLVWDQ� ������

*KDQD� ������

0H[LFR� ������

3DSXD�1HZ�*XLQHD� ������

&DQDGD� ����

2WKHU�FRXQWULHV� �������

:RUOG�WRWDO��URXQGHG�� �������

6RXUFH��8�6��*HRORJLFDO�6XUYH\�0LQHUDO�&RPPRGLW\�6XPPDULHV���-DQXDU\������

$����� $XVWUDOLDQ�*ROG�([SRUWV�

'HPDQG�IRU�$XVWUDOLDQ�JROG�LQ������ZDV�ODUJHO\�GRPLQDWHG�E\�.RUHD��&KLQD��*HUPDQ\�DQG�WKH�3KLOLSSLQHV��
)LJXUH�$���EHORZ�VHWV�RXW�$XVWUDOLDQ�JROG�H[SRUWV�E\�GHVWLQDWLRQ�LQ�������
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)LJXUH�$����*ROG�6SRW�3ULFH�IURP������WR������

�
6RXUFH��%ORRPEHUJ�

7KH�SULFH�RI�JROG�IOXFWXDWHV�RQ�D�GDLO\�EDVLV�GHSHQGLQJ�RQ�JOREDO�GHPDQG�DQG�VXSSO\�IDFWRUV��$V�VHHQ�LQ�
)LJXUH�$���DERYH��WKH�SULFH�WUHQG�RI�JROG�RYHU�WKH�ODVW�WZR�\HDUV�LV�UHIOHFWLYH�RI�ZHDN�JOREDO�HFRQRPLF�
FRQGLWLRQV�GULYLQJ�GHPDQG��IURP�D�KLJK�RI��������SHU�RXQFH�RQ�6HSWHPEHU������GRZQ�WR��������LQ�$SULO�
������7KH�SHDN�LQ�6HSWHPEHU������ZDV�ODUJHO\�FDXVHG�E\�WKH�UHFHQW�GHEW�PDUNHW�FULVLV�LQ�(XURSH��EXW�LW�
ZDV�DOVR�OLNHO\�GULYHQ�E\�WKH�6WDQGDUG�DQG�3RRU·V�GRZQJUDGH�RI�WKH�86�FUHGLW�UDWLQJ��7KLV�FDXVHG�
GRZQZDUG�SUHVVXUH�RQ�WKH�JOREDO�VWRFN�PDUNHWV�DQG�GLUHFWHG�LQYHVWRUV�WRZDUG�VDIHU�LQYHVWPHQWV�VXFK�DV�
JROG��%DVHG�RQ�FRQVHQVXV�IRUHFDVWV�RI����DQDO\VWV��JROG�SULFHV�DUH�IRUHFDVW�WR�ULVH�LQ�HDUO\�������DQG�WKHQ�
IDOO�WR�DSSUR[LPDWHO\�86�������SHU�RXQFH�LQ��������

1HYHUWKHOHVV��JURZWK�LQ�JOREDO�PRQH\�VXSSO\��8�6�GROODU�GHSUHFLDWLRQ�DQG�RYHUDOO�XQFHUWDLQW\�LQ�JOREDO�
ILQDQFLDO�PDUNHWV�PD\�FRQWLQXH�WR�GULYH�LQYHVWRUV�WRZDUG�XVLQJ�SUHFLRXV�PHWDOV�DV�D�VWRUH�RI�YDOXH���

$����� 6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�

)LJXUH�$���EHORZ�VHWV�RXW�WKH�6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�IRU�WKH�SHULRG�IURP������WR�������
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*ROG�6SRW�3ULFH��86'�SHU�7UR\�2XQFH� )RUHFDVW�*ROG�3ULFH��86'�SHU�7UR\�2XQFH�
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)LJXUH�$����6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�IURP������WR��������

�
6RXUFH��%ORRPEHUJ�
�

7KH�6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�LQFOXGHV�FRPSDQLHV�LQ�WKH�*ROG�VXE�LQGXVWU\�RI�WKH�$OO�2UGLQDULHV�
,QGH[��7KH�WKUHH�ODUJHVW�FRPSDQLHV��LQFOXGLQJ�1HZFUHVW�0LQLQJ�/WG��5HJLV�5HVRXUFHV�/WG��DQG�(YROXWLRQ�
0LQLQJ�/WG��DFFRXQW�IRU�DSSUR[LPDWHO\�������RI�WKH�WRWDO�6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�EDVHG�RQ�
PDUNHW�FDSLWDOLVDWLRQ��7KH�PHGLDQ�FRPSDQ\�KDV�D�PDUNHW�FDSLWDOLVDWLRQ�RI��������PLOOLRQ��ZKLFK�VXJJHVWV�
WKDW�&LWLJROG�LV�SRVLWLRQHG�DV�D�VPDOO�FDS�FRPSDQ\�UHODWLYH�WR�LWV�SHHUV��

7KH�6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�KDV�EHHQ�UHODWLYHO\�YRODWLOH�RYHU�WKH�SDVW�ILYH�\HDUV��UDQJLQJ�IURP�D�
KLJK�RI�������SRLQW�LQ�$SULO������WR�D�ORZ�RI�������SRLQWV�LQ�2FWREHU�������*HQHUDOO\��PRYHPHQWV�LQ�WKH�
6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[�KDYH�UHVHPEOHG�WR�WKH�PRYHPHQWV�LQ�JROG�VSRW�SULFHV��DV�VKRZQ�E\�WKH�
SHDNV�LQ�HDUO\������DQG�HDUO\������DQG�WKH�GHFUHDVHV�LQ�ODWH������DQG�PLG�������

� �
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���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

6	3�$6;�$OO�2UGLQDULHV�*ROG�,QGH[��3RLQWV�



�

���

$SSHQGL[�%�²�&DSLWDO�5DLVLQJV�&RQGXFWHG�E\�*ROG�([SORUDWLRQ�&RPSDQLHV�
,Q�WKLV�DSSHQGL[�ZH�KDYH�DQDO\VHG�D�QXPEHU�RI�FDSLWDO�UDLVLQJV�FRPSOHWHG�E\�$XVWUDOLDQ�JROG�H[SORUDWLRQ�
DQG�PLQLQJ�FRPSDQLHV�ZKLFK�FRXOG�EH�FRQVLGHUHG�WR�EH�EURDGO\�FRPSDUDEOH�WR�&LWLJROG��2XU�DQDO\VLV�
LQFOXGHV�WKH�FDOFXODWLRQ�RI�WKH�SUHPLXP�GLVFRXQW�RI�HDFK�FDSLWDO�UDLVLQJ�LVVXH�SULFH�WR��

x� 7KH�ODVW�WUDGLQJ�SULFH�RQ�WKH�GD\�EHIRUH�WKH�DQQRXQFHPHQW�RI�WKH�LVVXH��DQG�

x� 7KH�9:$3�IRU�WKH���WUDGLQJ�GD\V����ZHHN��EHIRUH�WKH�DQQRXQFHPHQW�RI�WKH�LVVXH��

7DEOH�%���VHWV�RXW�FDSLWDO�UDLVLQJV�FRQGXFWHG�E\�FRPSDQLHV�LQ�WKH�JROG�H[SORUDWLRQ�LQGXVWU\�LQ�WKH�ODVW����
PRQWKV�DV�VRXUFHG�IURP�%ORRPEHUJ��

7DEOH�%����*ROG�([SORUDWLRQ�&RPSDQLHV�6KDUH�,VVXHV�IURP���$SULO������WR���$SULO������

&RPSDQ\�1DPH�
$QQRXQFHPHQW�

'DWH�

3UHPLXP���
�GLVFRXQW��WR�

FORVLQJ�SULFH���
GD\�SULRU�WR�

DQQRXQFHPHQW�

3UHPLXP���
�GLVFRXQW��WR���
ZHHN�9:$3�

SULRU�WR�
DQQRXQFHPHQW�

6KDUH�5DLVLQJ���
RI�0DUNHW�

&DSLWDOLVDWLRQ�
SULRU�WR�

$QQRXQFHPHQW�

3DSLOORQ�5HVRXUFHV�/WG� ���0DU���� ������� ������� ������

.HQWRU�*ROG�/WG� ���-XO���� �������� �������� ������

&OHYHODQG�0LQLQJ�&R�/WG� ���)HE���� �������� �������� �����

6LKD\R�*ROG�/WG� ���$SU���� �������� �������� �����

6LKD\R�*ROG�/WG� ���$SU���� �������� �������� �����

5HHG�5HVRXUFHV�/WG� ���1RY���� �������� �������� �����

5HHG�5HVRXUFHV�/WG� ���2FW���� ������� ������� �����

$PH[�5HVRXUFHV�/WG� ���-XO���� ������� ����� �����

0DF3KHUVRQV�5HVRXUFHV�/WG� ���1RY���� �������� �������� �����

0DF3KHUVRQV�5HVRXUFHV�/WG� ���6HS���� ����� ������� �����

'RUD\�0LQHUDOV�/WG� ���2FW���� ������� �������� ������

'RUD\�0LQHUDOV�/WG� ���2FW���� ������� �������� ������

$XVJROG�/WG� ���$XJ���� �������� �������� �����

*ROGHQ�5LP�5HVRXUFHV�/WG� ���)HE���� �������� �������� ������

.DOQRUWK�*ROG�0LQHV�/WG� ���$XJ���� �������� �������� ������

5HQDLVVDQFH�0LQHUDOV�/WG� ���2FW���� �������� ������� ������

3KRHQL[�*ROG�/WG� ���2FW���� ������� ������� ������

*DVFR\QH�5HVRXUFHV�/WG� ���'HF���� ������� �������� �����

(TXDWRU�5HVRXUFHV�/WG� ���2FW���� �������� �������� ������

%RVV�5HVRXUFHV�/WG� ���0D\���� ������� �������� ������

,QWHUQDWLRQDO�*ROGILHOGV�/WG� ���2FW���� ����� ����� ������

$WODQWLF�*ROG�1/� ���6HS���� �������� �������� �����

*ROG�$QRPDO\�/WG� ���2FW���� �������� �������� �����

&XOOHQ�5HVRXUFHV�/WG� ���0DU���� �������� �������� ������
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&RPSDQ\�1DPH�
$QQRXQFHPHQW�

'DWH�

3UHPLXP���
�GLVFRXQW��WR�

FORVLQJ�SULFH���
GD\�SULRU�WR�

DQQRXQFHPHQW�

3UHPLXP���
�GLVFRXQW��WR���
ZHHN�9:$3�

SULRU�WR�
DQQRXQFHPHQW�

6KDUH�5DLVLQJ���
RI�0DUNHW�

&DSLWDOLVDWLRQ�
SULRU�WR�

$QQRXQFHPHQW�

0RXQW�0DJQHW�6RXWK�1/� ���-XO���� ������� �������� ������

+LOO�(QG�*ROG�/WG� ���0D\���� ����� ����� ������

6RXWKHUQ�&URVV�*ROGILHOGV�/WG� ���$XJ���� �������� �������� ������

%%;�0LQHUDOV�/WG� ���$SU���� ����� ����� ������

%LULPLDQ�*ROG�/WG� ���2FW���� �������� �������� �������

9ROWD�0LQLQJ�/WG� ���0D\���� ������� ������� ������

%ODFNKDP�5HVRXUFHV�/WG� ���$SU���� �������� �������� �����

1LXPLQFR�*URXS�/WG� ���$XJ���� ������� �������� ������

+HOL[�5HVRXUFHV�/WG� ���2FW���� �������� �������� ������

*%0�*ROG�/WG� ���2FW���� ������� ������� �����

5LHGHO�5HVRXUFHV�/WG� ���0D\���� ����� ������� �����

5LHGHO�5HVRXUFHV�/WG� ���$SU���� �������� �������� �����

5HG�0RXQWDLQ�0LQLQJ�/WG� ���'HF���� �������� �������� �����

*DWHZD\�0LQLQJ�/WG� ���2FW���� �������� �������� ������

2ULRQ�*ROG�1/� ���0DU���� ����� ������� ������

2ULRQ�*ROG�1/� ���)HE���� ������ ������ �����

%XOOHWLQ�5HVRXUFHV�/WG� ���)HE���� ����� ������� ������

%XOOHWLQ�5HVRXUFHV�/WG� ���2FW���� �������� �������� �����

*ROGVHDUFK�/WG� ���-XO���� ����� ������� ������

0HWDOLNR�5HVRXUFHV�/WG� ���0D\���� �������� �������� ������

/DFRQLD�5HVRXUFHV�/WG� ���6HS���� �������� �������� ������

([WHUUD�5HVRXUFHV�/WG� ���1RY���� ������ ����� ������

([WHUUD�5HVRXUFHV�/WG� ���2FW���� �������� �������� ������

1DJDPELH�0LQLQJ�/WG� ���$XJ���� ������� ������� ������

1DUDFRRWD�5HVRXUFHV�/WG� ���$XJ���� �������� ����� ������

1DUDFRRWD�5HVRXUFHV�/WG� ���$XJ���� �������� �������� ������

$OOR\�5HVRXUFHV�/WG� ���1RY���� ����� �������� ������

$OOR\�5HVRXUFHV�/WG� ���$XJ���� ������� �������� �����

1DYDKR�*ROG�/WG� ���6HS���� �������� �������� ������

0LQLQJ�3URMHFWV�*URXS�/WG� ���-XQ���� �������� �������� ������

3DUDGLJP�0HWDOV�/WG� ���2FW���� �������� �������� ������

3DUDGLJP�0HWDOV�/WG� ���6HS���� ������ ����� ������

,QWHJUDWHG�5HVRXUFHV�*URXS�/WG� ���-XO���� ����� ������� �������
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&RPSDQ\�1DPH�
$QQRXQFHPHQW�

'DWH�

3UHPLXP���
�GLVFRXQW��WR�

FORVLQJ�SULFH���
GD\�SULRU�WR�

DQQRXQFHPHQW�

3UHPLXP���
�GLVFRXQW��WR���
ZHHN�9:$3�

SULRU�WR�
DQQRXQFHPHQW�

6KDUH�5DLVLQJ���
RI�0DUNHW�

&DSLWDOLVDWLRQ�
SULRU�WR�

$QQRXQFHPHQW�

*RQGZDQD�5HVRXUFHV�/WG� ���-XO���� ����� ������� ������

,QYLFWXV�*ROG�/WG� ���2FW���� �������� �������� �����

&RPPLVVLRQHUV�*ROG�/WG� ���)HE���� ������� ������� ������

%RUD�%RUD�5HVRXUFHV�/WG� ���1RY���� ������ ������ ������

� 0D[� ������ ������ �������

� 0LQ� �������� �������� �����

� 0HGLDQ� �������� �������� ������

� $YHUDJH� �������� �������� ������

6RXUFH��%ORRPEHUJ�

:LWK�UHIHUHQFH�WR�7DEOH�%���DERYH��WKH�PHGLDQ�REVHUYHG�FDSLWDO�UDLVLQJ�GLVFRXQW�IURP�JROG�H[SORUDWLRQ�
FRPSDQLHV�LV�DSSUR[LPDWHO\�������UHODWLYH�WR�WKH�FORVLQJ�SULFH���GD\�SULRU�WR�DQQRXQFHPHQW��:H�DOVR�QRWH�
WKDW�WKH�PHGLDQ�SHUFHQWDJH�RI�VKDUHV�LVVXHG�UHODWLYH�WR�WKH�PDUNHW�FDSLWDOLVDWLRQ�SULRU�WR�WKH�
DQQRXQFHPHQW�GD\�LV�DSSUR[LPDWHO\���������

��

� �
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$SSHQGL[�&�²�&RQWURO�3UHPLXP�5HVHDUFK�
$�FRQWUROOLQJ�LQWHUHVW�LQ�D�FRPSDQ\�LV�XVXDOO\�UHJDUGHG�DV�EHLQJ�PRUH�YDOXDEOH�WKDQ�D�PLQRULW\�LQWHUHVW�DV�
LW�SURYLGHV�WKH�RZQHU�ZLWK��

x� FRQWURO�RYHU�WKH�RSHUDWLQJ�DQG�ILQDQFLDO�GHFLVLRQV�RI�WKH�FRPSDQ\��

x� WKH�ULJKW�WR�VHW�WKH�VWUDWHJLF�GLUHFWLRQ�RI�WKH�FRPSDQ\��

x� FRQWURO�RYHU�WKH�EX\LQJ��VHOOLQJ�DQG�XVH�RI�WKH�FRPSDQ\·V�DVVHWV��DQG�

x� FRQWURO�RYHU�WKH�DSSRLQWPHQW�RI�VWDII�DQG�WKH�VHWWLQJ�RI�ILQDQFLDO�SROLFLHV��

7KH�LQFUHDVH�LQ�YDOXH�IRU�D�FRQWUROOLQJ�LQWHUHVW�LV�RIWHQ�REVHUYHG�ZKHUH�DQ�DFTXLUHU�ODXQFKHV�D�WDNHRYHU�
ELG��RU�VRPH�RWKHU�PHFKDQLVP�IRU�FRQWURO��IRU�DQRWKHU�FRPSDQ\��)RU�WKH�SXUSRVHV�RI�RXU�UHVHDUFK�RQ�
FRQWURO�SUHPLXPV�VHW�RXW�EHORZ�ZH�KDYH�GHILQHG�D�FRQWUROOLQJ�LQWHUHVW�WR�EH�DQ�LQWHUHVW�ZKHUH�WKH�
DFTXLUHU�KDV�DFTXLUHG�D�VKDUHKROGLQJ�RI�JUHDWHU�WKDQ�����LQ�WKH�WDUJHW�FRPSDQ\��

7R�IRUP�RXU�YLHZ�RI�DQ�DSSURSULDWH�UDQJH�RI�FRQWURO�SUHPLXPV�DSSOLFDEOH�WR�&LWLJROG��ZH�KDYH�FRQVLGHUHG�
FRQWURO�SUHPLXPV�LPSOLHG�LQ�PHUJHU�DQG�DFTXLVLWLRQ�WUDQVDFWLRQV�RI�*ROG�H[SORUDWLRQ�FRPSDQLHV�IURP������
WR�������

,Q�7DEOH�&���ZH�KDYH�VHW�RXW�WKH�REVHUYHG�FRQWURO�SUHPLXPV�EDVHG�RQ�DQ�DQDO\VLV�RI�%ORRPEHUJ�GDWD�RQ�
DQQRXQFHG�WUDQVDFWLRQV�IURP�-DQXDU\������WR�$SULO������ZLWKLQ�WKH�$XVWUDOLDQ�JROG�H[SORUDWLRQ�VHFWRU��

7DEOH�&����$XVWUDOLDQ�*ROG�([SORUDWLRQ�6HFWRU�&RQWURO�3UHPLXP�5HVHDUFK�

$QQRXQFHPHQW�
'DWH�

7DUJHW�&RPSDQ\� %LGGHU�&RPSDQ\� 6WDNH�
'HDO�
9DOXH��

�0LOOLRQV��

$QQRXQFHG�
3UHPLXP�

���6HS���� &RUWRQD�5HVRXUFHV�/WG� 8QLW\�0LQLQJ�/WG� ������� ��� �����

���6HS���� &*$�0LQLQJ�/WG� %�*ROG�&RUS� ������� ���� ������

���$XJ���� ,QWHJUD�0LQLQJ�/WG�
6LOYHU�/DNH�5HVRXUFHV�

/WG�
������� ���� ������

���-XQ���� $OOLHG�*ROG�0LQLQJ�3/&� 6W�%DUEDUD�/WG� ������� ���� ������

���0D\���� :HVWJROG�5HVRXUFHV�/WG� 0HWDOV�;�/WG� ������ ��� ������

���$SU���� &DVWOHPDLQH�*ROGILHOGV�/WG� /LRQ*ROG�&RUS�/WG� ������ ��� ������

���$SU���� 1RUWRQ�*ROG�)LHOGV�/WG�
=LMLQ�0LQLQJ�*URXS�&R�

/WG�
������ ���� ������

���-DQ����
5LIW�9DOOH\�5HVRXUFHV�

/WG�:$�
5LIW�9DOOH\�5HVRXUFHV�

/WG�4/�
������� �� ������

���$XJ���� $GDPXV�5HVRXUFHV�/WG� (QGHDYRXU�0LQLQJ�&RUS� ������� ���� ��������

���-XQ����
)RFXV�0LQHUDOV�/DYHUWRQ�

/WG�
)RFXV�0LQHUDOV�/WG� ������ ��� ������

���-XQ���� &RQTXHVW�0LQLQJ�/WG� (YROXWLRQ�0LQLQJ�/WG� ������� ���� ������

���0DU���� $X]H[�5HVRXUFHV�/WG� %XOODEXOOLQJ�*ROG�/WG� ������ �� ���������

���)HE���� $UDJRQ�5HVRXUFHV�/WG� :HVWJROG�5HVRXUFHV�/WG� ������ ��� ������



�
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$QQRXQFHPHQW�
'DWH�

7DUJHW�&RPSDQ\� %LGGHU�&RPSDQ\� 6WDNH�
'HDO�
9DOXH��

�0LOOLRQV��

$QQRXQFHG�
3UHPLXP�

���2FW���� /DJXQD�5HVRXUFHV�1/�
.LQJVJDWH�&RQVROLGDWHG�

/WG�
������ ��� ������

���2FW���� 'RPLQLRQ�0LQLQJ�/WG�
.LQJVJDWH�&RQVROLGDWHG�

/WG�
������� ���� ������

���6HS���� $YRFD�5HVRXUFHV�/WG� $ODFHU�*ROG�&RUS� ������� ���� �����

���6HS���� $QGHDQ�5HVRXUFHV�/WG� *ROGFRUS�,QF� ������� ������ ������

���-XO���� 1*0�5HVRXUFHV�/WG� 3DODGLQ�(QHUJ\�/WG� ������ ��� ������

���-XQ���� 6KLHOG�0LQLQJ�/WG� *U\SKRQ�0LQHUDOV�/WG� ������� ��� ������

���$SU���� /LKLU�*ROG�/WG� 1HZFUHVW�0LQLQJ�/WG� ������� ������ ������

���0DU���� $XUR[�5HVRXUFHV�/WG� $WODV�,URQ�/WG� ������� ���� �������

���)HE���� 7XVNHU�*ROG�/WG�
$IULFDQ�%DUULFN�*ROG�

3/&�
������� ��� �������

���-DQ���� 'LRUR�([SORUDWLRQ�1/� $YRFD�5HVRXUFHV�/WG� ������ ��� �����

0D[� � ����� �������

0LQ� � �� ��������

0HGLDQ� � ��� ������

$YHUDJH� � ���� ������

6RXUFH�� %ORRPEHUJ�

:LWK�UHIHUHQFH�WR�7DEOH�&���DERYH��WKH�PHGLDQ�REVHUYHG�FRQWURO�SUHPLXP�ZLWKLQ�WKH�$XVWUDOLDQ�JROG�
H[SORUDWLRQ�VHFWRU�LV�DSSUR[LPDWHO\��������:H�QRWH�WKDW�(/0�LV�SRWHQWLDOO\�DFTXLULQJ�D�VWDNH�LQ�&LWLJROG�LQ�
H[FHVV�RI�����RI�WKH�HTXLW\�YDOXH��DQG�KHQFH��D�SUHPLXP�IRU�D�FRQWUROOLQJ�LQWHUHVW�RI�&LWLJROG�VKRXOG�EH�
LQFRUSRUDWHG�LQWR�WKH�FRQVLGHUDWLRQ��

*HQHUDOO\��FRQWURO�SUHPLXPV�PD\�EH�LPSDFWHG�E\�D�UDQJH�RI�IDFWRUV�LQFOXGLQJ�WKH�IROORZLQJ��

x� 6SHFLILF�DFTXLUHU�SUHPLXP�DQG�RU�VSHFLDO�YDOXH�WKDW�PD\�EH�DSSOLFDEOH�WR�WKH�DFTXLUHU��

x� /HYHO�RI�RZQHUVKLS�LQ�WKH�WDUJHW�FRPSDQ\�DOUHDG\�KHOG�E\�WKH�DFTXLUHU��

x� 0DUNHW�VSHFXODWLRQ�DERXW�DQ\�LPSHQGLQJ�WUDQVDFWLRQV�LQYROYLQJ�WKH�WDUJHW�DQG�RU�WKH�VHFWRU�WKDW�WKH�
WDUJHW�EHORQJV�WR��

x� 7KH�SUHVHQFH�RI�FRPSHWLQJ�ELGV��DQG�

x� *HQHUDO�PDUNHW�VHQWLPHQW�DQG�HFRQRPLF�IDFWRUV��

+DYLQJ�UHJDUG�WR�WKH�DERYH�LQIRUPDWLRQ��LW�LV�RXU�YLHZ�WKDW�LW�LV�DSSURSULDWH�WR�FRQVLGHU�FRQWURO�SUHPLXPV�
ZLWKLQ�WKH�UDQJH�RI�����WR�����IRU�WKH�SXUSRVHV�RI�DVVHVVLQJ�WKH�3URSRVHG�7UDQVDFWLRQ�ZLWKLQ�WKH�FRQWH[W�
RI�WKLV�5HSRUW��

� �
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$SSHQGL[�'�²�(VWLPDWH�RI�)XWXUH�&DVK�)ORZ�IURP�&RQYHUWLEOH�%RQGV��
'��� 'UDZGRZQ�RI�3ULQFLSDO�RQ�&RQYHUWLEOH�%RQGV�

7KH�WHUPV�RI�WKH�&RQYHUWLEOH�%RQGV�DUH�VHW�RXW�LQ�6HFWLRQ�����RI�WKLV�5HSRUW���7DEOH�'���EHORZ�VHWV�RXW�WKH�
HVWLPDWHG�IXWXUH�GUDZGRZQ�RI�SULQFLSDO�RQ�WKH�&RQYHUWLEOH�%RQGV�LQ�DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�WKH�
&RQYHUWLEOH�%RQGV����

7DEOH�'�����'UDZGRZQ�RI�3ULQFLSDO�RQ�&RQYHUWLEOH�%RQGV��

0RQWK�
)LUVW�7UDQFKH�

&DVK�
'UDZGRZQ�

6HFRQG�
7UDQFKH�

&DVK�
'UDZGRZQ�

6XEVHTXHQW�
7UDQFKHV�

&DVK�
'UDZGRZQ�

7RWDO�3ULQFLSDO�
&DVK�

'UDZGRZQ�

6KDUHV�KHOG�E\�
(/0��LI�DOO�

&RQYHUWLEOH�
%RQGV�DUH�
FRQYHUWHG�

LPPHGLDWHO\��

�6KDUHKROGLQJ�
RI�(/0��LI�DOO�
&RQYHUWLEOH�
%RQGV�DUH�
FRQYHUWHG�

LPPHGLDWHO\��

� ���� ���� ���� ���� ���� ����

�� ���������� � � ���������� ����������� �����
�� � ���������� � ���������� ������������ �����
�� � � ����������� ����������� ������������ ������
�� � � ����������� ����������� ������������ ������
��� � � ����������� ����������� ������������ ������
��� � � ����������� ����������� �������������� ������
��� � � ����������� ����������� �������������� ������
��� � � ����������� ����������� �������������� ������
7RWDO� ���������� ���������� ����������� ������������ �������������� ������
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Citigold Corporation Limited 

Proxy Form Proxy Form Proxy Form Proxy Form ––––    8 8 8 8 July 2013July 2013July 2013July 2013        
Extraordinary Extraordinary Extraordinary Extraordinary General MeetingGeneral MeetingGeneral MeetingGeneral Meeting            
    

 

I/we:______________________________________________________________________________________________ 

Company Name (if applicable) _____________________________________________________________________ 
 

Address:  _________________________________________________________________________________________ 
 

Suburb:  _______________________  State: _________ Post Code: _________ HIN/SRN: ____________________ 
 

 
being a shareholder/s of Citigold Corporation Limited and entitled to attend and vote hereby appoint: 

 
 
or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the meeting, as 
my/our proxy to vote in accordance with the following directions or, if no directions have been given, as the proxy sees fit at the 
Extraordinary  General Meeting of the Company to be held on Monday 8 July, 2013 commencing at 10:00am and at any adjournment of 
the meeting. The chairperson intends to vote undirected proxies in favour of the resolution. 
    
Voting directions to your proxy Voting directions to your proxy Voting directions to your proxy Voting directions to your proxy ––––    please mark X to indicate your directionsplease mark X to indicate your directionsplease mark X to indicate your directionsplease mark X to indicate your directions    
ORDINARY RESOLUTIONS                                                                                     ORDINARY RESOLUTIONS                                                                                     ORDINARY RESOLUTIONS                                                                                     ORDINARY RESOLUTIONS                                                                                      

          ForForForFor        AAAAgainsgainsgainsgainstttt    AbstainAbstainAbstainAbstain****    

1. 
 
Approval of the issue of Convertible Bonds and Shares upon Conversion of the Approval of the issue of Convertible Bonds and Shares upon Conversion of the Approval of the issue of Convertible Bonds and Shares upon Conversion of the Approval of the issue of Convertible Bonds and Shares upon Conversion of the 
Converting Bonds, to ExpressConverting Bonds, to ExpressConverting Bonds, to ExpressConverting Bonds, to Express----Link Management LimitedLink Management LimitedLink Management LimitedLink Management Limited    

(      ) (      ) (      ) 

 
* If you mark the abstain box for a particular item you are directing your proxy not to vote on that item on a show of hands or on a poll 
and that your shares are not to be counted in computing the required majority on a poll. 

 

PLEASE SIGN HERE    PLEASE SIGN HERE    PLEASE SIGN HERE    PLEASE SIGN HERE    This section mustmustmustmust be signed in accordance with the instructions below to enable your directions to by implemented 
    Individual or Security holder 1 Security Holder 2 Security Holder 3 

    Individual/Sole Director & Sole  Director Director/Company Secretary 
    Company Secretary 

 
 

Contact Name:_____________________________ Contact Ph (daytime):________________________________    
 
    

PROXY INSTRUCTIONSPROXY INSTRUCTIONSPROXY INSTRUCTIONSPROXY INSTRUCTIONS    
1. Any appointed proxy must be a natural person. 
2. A shareholder who is entitled to cast 2 or more votes may appoint 1 or 2 proxies to attend and vote at a meeting.  If you appoint 

another proxy you should insert the proportion or number of your voting rights given to the proxy named in this form.  If you do 
not insert this proportion or number then each proxy may exercise half of your votes.  An additional proxy form for the other proxy 
will be supplied on request. 

3. Joint holders should all sign this form. Companies should execute this form under common seal or by an officer or attorney duly 
authorised.  If this form is executed under Power of Attorney, a certificate of non-revocation of Power of Attorney should be 
completed.  The Power of Attorney should be sent with this form if it has not already been noted by the Company. 

4. To be effective the proxy form must be received by the Company no later than 12 noon (AEST) on Friday 5 July 2013.  The proxy 
form will be received by the Company if received at CitigoCitigoCitigoCitigold Corporation Limited, Level 13ld Corporation Limited, Level 13ld Corporation Limited, Level 13ld Corporation Limited, Level 13, , , , 500 Queen500 Queen500 Queen500 Queen    St, Brisbane QLD 4000 or St, Brisbane QLD 4000 or St, Brisbane QLD 4000 or St, Brisbane QLD 4000 or 
faxed to:  Attention: Company Secretary, Citigold Corporation Limited, Fax: (07) 3834 0011 from outside Australia fax +6faxed to:  Attention: Company Secretary, Citigold Corporation Limited, Fax: (07) 3834 0011 from outside Australia fax +6faxed to:  Attention: Company Secretary, Citigold Corporation Limited, Fax: (07) 3834 0011 from outside Australia fax +6faxed to:  Attention: Company Secretary, Citigold Corporation Limited, Fax: (07) 3834 0011 from outside Australia fax +61 7 3834 1 7 3834 1 7 3834 1 7 3834 
0011001100110011    or email to proxyor email to proxyor email to proxyor email to proxy@citigold.com@citigold.com@citigold.com@citigold.com.  

   Name of proxyName of proxyName of proxyName of proxy - If you are not appointing the 
Chairman of the Meeting as your proxy please write 
here the full name of individual or body corporate 
(excluding the registered Security holder) you are 
appointing as your proxy. 

The Chairman 
of the Meeting       OROROROR 
(mark with an ‘X’) 

 

      


