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DEFINITIONS
The following definitions apply throughout this document, unless the context requires otherwise:
“Acquisition”

the proposed acquisition of the Mining Right and the Mining Equipment
under the Acquisition Agreements;

“Acquisition Agreements”

the Mining Agreement and the Equipment Agreement, in each case as
altered by the Supplemental Agreement that are to come into force in
accordance with the Supplemental Agreement;

“Act”

Companies Act 2006, as amended;

“acting in concert”

shall have the definition given to it in the Takeover Code;

“Admission”

admission of the Existing Ordinary Shares and the Placing Shares to
trading on AIM and such admission becoming effective in accordance
with the AIM Rules;

“AIM”

the market of that name operated by the London Stock Exchange;

“AIM Rules”

together, the AIM Rules for Companies and the AIM Rules for
Nominated Advisers;

“AIM Rules for Companies”

the AIM Rules for Companies published by the London Stock
Exchange, as amended from time to time;

“AIM Rules for Nominated
Advisers”

the AIM Rules for Nominated Advisers published by the London Stock
Exchange, as amended from time to time;

“Articles” or “Articles of
Association”

the articles of association of the Company to be adopted at the
General Meeting and to be in effect following Admission, a summary
of which is set out in paragraph 5 of Part VI of this document;

“ASX”

the Australian Securities Exchange;

“BEE Act”

the Broad Based Black Economic Empowerment Act No. 53 of 2003
of RSA (as amended);

“Capitalisation Issue”

the issue, by way of capitalisation of the share premium account of the
Company, of a total of 1,266,144,462 new Ordinary Shares of 0.01p
each to the holders of Ordinary Shares of the Company on the Record
Date on the basis of 99 new Ordinary Shares for each one Ordinary
Share held on the Record Date pursuant to Resolution 1;

“Capital Restructuring”

the Capitalisation Issue and the Consolidation;

“Company” or “BlueRock”

BlueRock Diamonds plc, incorporated in England and Wales under
the Companies Act 2006 with registered number 08248437;

“Competent Person”, “CP”
or “Z Star”

Z Star Mineral Resource Consultants (Pty) Ltd, the competent person
in relation to Admission, as defined by the AIM Rules, and author of
the Competent Person’s Report as set out in Part V of this document;

“Competent Person’s Report”
or “CPR”

the report relating to the Kareevlei Tenements, the Mining Right and
the Mining Equipment produced by the Competent Person set out in
Part V of this document;
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“Consideration”

R4,000,000 (approximately £261,000) plus SA VAT, payable in cash
to Diamond Resources in accordance with the terms of the Kareevlei
Option Agreement;

“Consolidation”

the proposed consolidation of the existing Ordinary Shares of 0.01p
each, including Ordinary Shares issued under the Capitalisation Issue,
into Ordinary Shares of 1p each pursuant to Resolution 2;

“Constitution”

the Constitution of the Republic of South Africa, 1996 being the
supreme law in South Africa;

“CREST”

the relevant system (as defined in the CREST Regulations) in
accordance with which securities may be held or transferred in
uncertificated form, and in respect of which Euroclear is the Operator
(as defined in the CREST Regulations);

“CREST Manual”

the rules governing the operation of CREST as published by Euroclear;

“CREST Regulations”

the Uncertificated Securities Regulations 2001 (SI 2001/3755) as
amended from time to time, and any applicable rules made under
those regulations;

“Diamond Resources”

Diamond Resources (Pty) Ltd, registration number 1990/002621/07,
a private company organised and incorporated under the laws of the
Republic of South Africa and a wholly owned subsidiary of Tawana;

“Directors” or “Board”

the directors of the Company as at the date of this document whose
names are set out on page 3;

“DMR”

Department of Mineral Resources in South Africa;

“DTR”

the Disclosure and Transparency Rules as set out in the FCA
Handbook;

“Enlarged Board”

the Board following Admission comprising the Directors and the
Proposed Director;

“Enlarged Share Capital”

the enlarged share capital of the Company immediately following
Admission, comprising the Existing Ordinary Shares and the Placing
Shares;

“Equipment Agreement”

the agreement, which is Annexure B to the Kareevlei Option Agreement
(as altered by the Supplemental Agreement), detailing the specific
terms and conditions on which, pursuant to the exercise of the
Kareevlei Option, Diamond Resources is to sell and Kareevlei Mining
is to purchase the Mining Equipment, details of which are summarised
in paragraph 12.3.4 of Part VI of this document;

“Euroclear”

Euroclear UK & Ireland Limited, the Central Securities Depositary for
the UK market and Irish securities and the operation of CREST;

“Existing Ordinary Shares”

the 12,789,338 Ordinary Shares of 1p each in issue immediately
following the Capital Restructuring, comprising 12,789,338 Ordinary
Shares of 0.01p each as at the date of this document and the
1,266,144,462 Ordinary Shares of 0.01p each to be issued under the
Capitalisation Issue, all of which are to be consolidated into 12,789,338
Ordinary Shares of 1p each pursuant to the Consolidation;

“FCA”

the United Kingdom Financial Conduct Authority;
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“Form of Proxy”

the form of proxy sent to Shareholders with this document for use at
the General Meeting in connection with the Resolutions;

“FSMA”

the Financial Services and Markets Act 2000 (as amended);

“General Meeting”

the General Meeting of the Company to be held at 9.00 a.m. on
3 September 2013, at the offices of SP Angel Corporate Finance LLP,
notice of which is contained at the end of this document;

“Ghaap Mining” or “BEE
Partner”

Ghaap Mining Proprietary Limited, a private company incorporated
and registered in terms of the Companies Act of RSA under registration
number 2013/092058/07, being a Black-Controlled Company under
the Codes of Good Practice on Black Economic Empowerment under
the BEE Act and the BEE Partner of BlueRock in respect of Kareevlei
Mining;

“Group”

BlueRock together with its Subsidiary, Kareevlei Mining;

“IFRS”

International Financial Reporting Standards;

“ISDX”

the ICAP Securities & Derivatives Exchange Limited, a recognised
investment exchange under section 290 of the Financial Services and
Markets Act;

“ISDX Admission”

the admission of the Existing Ordinary Shares to trading on the ISDX
Growth Market on 7 March 2013;

“ISDX Growth Market”

the securities market operated by ISDX and formerly known as PLUS
or PLUS-SX;

“ISDX Growth Market Rules”

the ISDX Growth Market Rules for Issuers issued from time to time by
ISDX;

“JSE”

Johannesburg Stock Exchange;

“Kareevlei Kimberlites”

the five kimberlite pipes located within the Kareevlei Tenements and
designated K1, K2, K3, K4 and K5;

“Kareevlei Mining”

Kareevlei Mining (Pty) Limited, registration number 2013/077678/07,
the Company’s Subsidiary, incorporated in the Republic of South
Africa;

“Kareevlei Option Agreement”

the agreement dated 23 April 2013 between Diamond Resources and
BlueRock under which Diamond Resources granted to BlueRock the
option to purchase the Mining Right and the Mining Equipment for an
aggregate purchase price of R4,000,000 (plus SA VAT) attributable
as to R1,000,000 to the Mining Right and R3,000,000 to the Mining
Equipment, details of which are summarised in paragraph 12.3.1 of
Part VI of this document;

“Kareevlei Option”

the option to enter into the Mining Agreement and the Equipment
Agreement in order to acquire the Mining Right and Mining Equipment
under the Kareevlei Option Agreement;

“Kareevlei Tenements”

Portion 1 (Weshoek) of the Farm 113 measuring 428.2660 hectares,
Portion 2 (Klipvlei) of the Farm 113 measuring 999.2873 hectares,
Portion of Portion 2 (Kareeboompan) of the Farm 142 measuring
529.0229 hectares and the remainder of the Farm no.113 (Skietfontein)
measuring 1427.5533 hectares all situated in the magisterial district of
Barkly West, Northern Cape Province;
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“London Stock Exchange”

London Stock Exchange plc;

“Mining Agreement”

the sale and purchase agreement which is Annexure A to the Kareevlei
Option Agreement (as altered by the Supplemental Agreement),
detailing the specific terms and conditions on which, pursuant to the
exercise of the Kareevlei Option, Diamond Resources is to sell and
Kareevlei Mining is to purchase the Mining Right, details of which are
summarised in paragraph 12.3.3 of Part VI of this document;

“Mining Equipment”

the mining equipment previously used in respect of operations at the
Kareevlei Tenements including, inter alia, a 25tph DMS (dense media
separation) plant, conveyors, screens and crushers, 3 Kohler Gensets,
2 front end loaders, containerised dual station FlowsortTM machine and
associated equipment and other miscellaneous equipment and stores;

“Mining Right”

Mining Right NC081MR for diamonds executed in favour of Diamond
Resources on 21 August 2007 and registered in the Mineral and
Petroleum Titles Registration Office (“MPTRO”) on 18 September
2007 under registration MPT number 70/2007 MR over the Kareevlei
Tenements, which expires on 20 August 2019 unless otherwise
extended;

“Ministerial Consent”

the requisite regulatory consent from the Minister of Mineral Resources
under section 11 of the MPRDA to the transfer by Diamond Resources
to Kareevlei Mining of the Mining Right;

“MPRDA”

the Mineral and Petroleum Resources Development Act No. 28 of
2002, as amended (South Africa);

“Notice of General Meeting”

the notice set out at the end of this document convening the General
Meeting;

“Official List”

the official list of the UK Listing Authority;

“Ordinary Shares”

ordinary shares of 1p each in the capital of the Company following the
Consolidation and in the case of references to Ordinary Shares prior to
the Capital Restructuring, Ordinary Shares of 0.01p each;

“Panel” or “Takeover Panel”

the Panel on Takeovers and Mergers;

“Placees”

those persons subscribing for Placing Shares at the Placing Price;

“Placing”

the conditional placing by SP Angel on behalf of the Company of the
Placing Shares pursuant to the Placing Agreement;

“Placing Agreement”

the conditional agreement dated 19 August 2013 between the
Company (1), the Directors (2) and SP Angel (3) relating to the Placing,
details of which are set out in paragraph 12.2.2 of Part VI of this
Document;

“Placing Price”

7p per Placing Share;

“Placing Shares”

the 18,735,703 new Ordinary Shares which are the subject of the
Placing;

“Proposals”

the Acquisition, Placing, Admission and Capital Restructuring as
detailed in this document;

“Proposed Director”

Timothy Grahame Leslie;
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“Prospectus Rules”

the prospectus rules made pursuant to section 734A of FSMA;

“QCA Guidelines”

the Corporate Governance Guidelines for Smaller Quoted Companies
published by the Quoted Companies Alliance, as amended from time
to time;

“Record Date”

3 September 2013;

“Registrar”

Share Registrars Limited;

“Resolutions”

the resolutions set out in the Notice of General Meeting;

“RIS”

Regulatory Information Service;

“RSA” or “South Africa”

the Republic of South Africa;

“SAMREC”

the South African Code for Reporting of Mineral Resources and Mineral
Reserves, as published by the South African Mineral Committee under
the auspices of the South African Institute of Mining and Metallurgy;

“SA VAT”

means value added tax in South Africa charged at a rate of 14 per
cent. on taxable good and services;

“Shareholder Agreement”

the Shareholders’ Agreement dated 3 August 2013 between
BlueRock (1), Ghaap Mining (2) and Kareevlei Mining (3) in relation to
the participation of BlueRock and Ghaap Mining in Kareevlei Mining,
the principal terms of which are summarised in paragraph 12.3.5 of
Part VI of this document;

“Shareholders”

holders of Ordinary Shares from time to time;

“Share Option Agreements”

the share option agreements entered into between the Company, the
Directors and the Proposed Director, a summary of which is set out in
paragraph 9 of Part VI of this document;

“Share Options”

share options granted or issued pursuant to the Share Option
Agreements;

“SP Angel”

SP Angel Corporate Finance LLP, nominated adviser and broker to
the Company;

“Subsidiary”

as defined in Section 220 of the Act;

“Supplemental Agreement”

the Supplemental Agreement dated 3 August 2013 between Diamond
Resources (1), BlueRock (2) and Kareevlei Mining (3), conditional
on Admission and under which the terms of the Kareevlei Option
Agreement are modified and Kareevlei Mining is to be nominated
by BlueRock as the purchaser of the Mining Right and the Mining
Equipment pursuant to the Kareevlei Option Agreement, the principal
terms of which are summarised in paragraph 12.3.2 of Part VI of this
document;

“Takeover Code”

the City Code on Takeovers and Mergers (as published and
administered by the Panel);

“Tawana”

Tawana Resources NL (ACN 085166721), a public company
incorporated under the laws of the State of Victoria, Commonwealth
of Australia;
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“Trial Mining Operations”

the taking and processing by Kareevlei Mining of two consecutive
bulk samples of 20,000 tonnes and subsequently two further bulk
samples of 24,000 tonnes (or such higher figure as may be agreed
by Diamond Resources and Kareevlei Mining) under the terms of the
Mining Agreement, further details of which are set out in paragraph
12.3.3 of Part VI of this document;

“UK” or “United Kingdom”

the United Kingdom of Great Britain and Northern Ireland;

“UK Corporate Governance
Code”

the UK Corporate Governance Code (formerly the Combined Code)
issued from time to time by the Financial Reporting Council;

“UK Listing Authority”

the FCA, acting in its capacity as the competent authority for the
purposes of Part VI of FSMA;

“UK VAT”

means value added tax in the United Kingdom charged at a rate of 20
per cent. on taxable good and services;

“uncertificated” or “in
uncertificated form”

a share or other security recorded on the relevant register of the
relevant company concerned as being held in uncertificated form
in CREST and title to which, virtue of CREST Regulations, may be
transferred by means of CREST;

“ZAR” or ”R”

the lawful currency of the Republic of South Africa;

“$” or “US$”

the lawful currency of the United States; and

“£” or “GBP”

the lawful currency of the United Kingdom.

Unless otherwise stated, the exchange rates used throughout this document are GBP£1 to ZAR15.3.
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GLOSSARY OF SELECTED GEOLOGICAL AND MINING TERMS
In this document, where the context permits, the terms set out below shall have the following meanings:
‘‘airborne magnetic survey’’

a survey conducted from the air for the purpose of recording the
natural magnetic characteristics of rocks on and below the surface of
the earth;

“alteration”

changes in the mineralogical composition of a rock typically brought
about by the action of hydrothermal (hot water) solutions;

“amsl”

above mean sea level;

“Archean”

a geological eon that represents the earth’s past (3.8 to 2.5 billion
years ago);

“Auger Drilling”

a drilling methodology that incorporates a helical drilling tool to remove
sample material;

“BauerTM”

German manufacturer of auger drills;

“bench”

a single level of operation for mining operations in an open pit;

“breccia”

a rock type composed of sharp angled fragments embedded in a finegrained matrix;

“bromoform”

a heavy liquid that can be used to separate diamonds from concentrate;

“bulk sample”

a descriptive term used to imply a large volume sample that is processed
in order to determine the grade of a deposit where mineralisation is
unevenly distributed and of low grade within the deposit;

“c/m3”

a measure of diamond grade in carats per cubic metre;

“calcrete”

a calcium-rich hardened layer formed as a result of climatic fluctuations
in arid and semi-arid regions;

‘‘carat’’ or ‘‘ct’’

a unit of weight for diamonds, equivalent to 0.2 of a gram;

“concentrate”

the residual product of heavy particles separated by a density media
separation (DMS) process;

‘‘country rock’’

the rock bodies which enclose an intrusive mass of igneous rock;

“cpht”

a measure of diamond grade in carats per hundred tonnes;

“craton”

portions of the old continental crust (>2.5billion years old) that host
the vast majority of the economically viable diamondiferous kimberlite
pipes;

“Datamine™”

a brand of software that facilitates the modelling of geological deposits
in three dimensions;

‘‘diamondiferous’’

containing diamonds;

“diatreme”

a rock type characterised by fragmented volcaniclastic kimberlite and
xenoliths ripped from margins of the vent on the magma’s rise to the
surface through the earth’s crust;

“dolomite”

a term used to describe the calcium magnesium carbonate rich rock,
dolostone;
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“DMS”

dense media separation, a machine that utilises a dense media in a
cyclone to separate heavier concentrate from lighter particles;

“facies”

an assemblage or association of mineral, rock or fossil features
reflecting the environment and the conditions of the origin of the rock;

“Ferro-Silicon”

a powdered alloy of iron and silicon that can be used as a dense
media to separate heavy and light particles;

“final recovery”

the section of a diamond treatment plant that separates the diamonds
from the concentrate;

“Flowsort™”

a brand of X-ray fluorescence machine that identifies and separates
fluorescing particles, including diamonds, from the concentrate;

“Geographic Positioning
System (GPS)”

a hand-held computerised system for navigation using a constellation
of earth orbiting satellites that provides information as to location,
elevation and speed of movement across the earth’s surface;

“grade”

in economic geology, the term is used to express the relative quantity
of an ore in a rock or unconsolidated sediment mass; in diamond
exploration it is commonly expressed as carats per hundred tonnes
(cpht) or carats per cubic metre (c/m3);

“grease table”

an apparatus for concentrating diamonds as they repel water and
readily adhere to grease;

‘‘ha’’

hectare;

‘‘hypabyssal’’

a rock type formed by the crystallisation of hot, volatile-rich kimberlite
magma that exhibits an intrusive appearance;

“Inferred Mineral Resource”

that part of a mineral resource for which tonnage, grade and mineral
content can be estimated with a low level of confidence. It is inferred
from geological evidence and assumed but not verified geological
and/or grade continuity. It is based on information gathered through
appropriate techniques from locations such as outcrops, trenches,
pits, workings and drill holes which may be of limited or uncertain
quality and reliability;

“Kelly Bar”

a drilling rod that transfers torque from the rotary drive to the drilling
bit;

“kimberlite”

a type of potassic volcanic rock typically found as pipe structures that
may contain diamonds;

“mudstone”

a fine-grained sedimentary rock;

“overburden”

the overlying cover of whatsoever nature over useful materials or ores;

“parcel”

a collection of diamonds of various sizes made available for sale as a
single package;

“percussion”

a drilling methodology that involves repeatedly raising and lowering a
drilling bit to impact and break material to create a sample for removal
from the drill hole;

‘‘pipe’’ or ‘‘diatreme’’

the carrot shaped volcanic vent that has been formed by explosive
action and is characteristic of kimberlite;
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“Pleitz”

a brand of jig that pulsates and separates heavier concentrate from
lighter particles;

“Proterozoic”

a geological eon that represents the earth’s past (2.5 billion to 570
million years ago);

“Pyroclastic”

a term that means to form by or involve fragmentation as a result of
volcanic action;

“RPEEE”

reasonable prospects of eventual economic extraction: a term used in
the SAMREC code to test whether a mineral resource exists and can
be declared;

“SACNASP”

the South African Council for Natural Scientific Professions, a legislated
regulatory body for natural science professionals in South Africa;

“SAMREC”

the South African Code for Reporting of Mineral Resources and Mineral
Reserves, as published by the South African Mineral Committee under
the auspices of the South African Institute of Mining and Metallurgy;

“scrubber”

a portion of a diamond treatment plant that breaks down and removes
fine clay material from the ore;

“sieve class”

a granulometric size division, a set of which are often utilised to model
diamond size frequency distributions;

“size frequency distribution”
or “SFD”

a graph which plots the number of carats in each of the sieve size
fractions as a cumulative fraction of the total diamond production of
that sample. The graph can also be plotted on log/log axes to form a
straight line;

“spigot”

the portion of a DMS that controls the underflow. The size of the spigot
determines the solids carrying capacity of the underflow;

“stripping”

removal of waste overburden covering the mineral deposit;

“stripping ratio”

ratio of ore rock to waste rock;

“t/m3”

a measure of density in tonnes per cubic metre;

‘‘tailings’’

low grade material remaining after ore has been treated to extract
minerals of value;

“tonne”

a metric unit of weight equivalent to 1000 kilograms;

“tph”

tonnes per hour;

“tracers”

particles that simulate the density of diamonds and are used to
calibrate a DMS unit;

“trommel”

a portion of a diamond treatment plant that screens and removes
coarse particles above a specific cut-off size;

“tricone”

a three-headed drilling bit;

“Tuff”

a type of rock consisting of consolidated volcanic ash ejected from
vents during a volcanic eruption; and

‘‘xenolith’’

a rock fragment foreign to the igneous mass in which it occurs.
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PLACING STATISTICS
Number of Existing Ordinary Shares in issue immediately prior to Admission
(taking account of the Capital Restructuring)

12,789,338

Placing Price

7 pence

Number of Placing Shares to be issued pursuant to the Placing

18,735,703

Enlarged Share Capital on Admission

31,525,041

Number of Share Options in issue on Admission

4,728,756

Percentage of Enlarged Share Capital represented by the Placing Shares

59.4%

Percentage of Enlarged Share Capital represented by the Share Options

15.0%

Gross proceeds of the Placing

£1.31 million

Approximate net proceeds of the Placing

£0.96 million

Market capitalisation at the Placing Price on Admission

£2.21 million

International Securities Identification Number (ISIN) of Ordinary Shares

GB00B84H1764

AIM ticker

BRD

EXPECTED TIMETABLE OF PRINCIPAL EVENTS
2013
Publication of this document

19 August

Latest time and date for receipt of Forms of Proxy

9.00 a.m. on 30 August

General Meeting

9.00 a.m. on 3 September

Record Date for the Capital Restructuring

3 September

Withdrawal of Existing Ordinary Shares from trading
on the ISDX Growth Market

4.30 p.m. on 3 September

Admission and commencement of dealings in the
Enlarged Share Capital on AIM

8.00 a.m. on 4 September

Settlement of Placing Shares through CREST

4 September

Despatch of definitive share certificates in respect
of the Placing Shares to placees by

11 September

Notes:
1.	All references to times in this timetable are to be London (BST) times and each of the times and dates may be subject to change.
2.	If any of the above times or dates change, the revised times and/or dates will be notified to Shareholders by an announcement on
a RIS.
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PART I: INFORMATION ON THE GROUP
1.
Introduction
On 23 April 2013, the Company entered into the Kareevlei Option Agreement with Diamond Resources, a
subsidiary of Tawana, an ASX and JSE listed company, pursuant to which the Company was granted an
option to acquire the Mining Right and the Mining Equipment.
Conditional on the passing of the Resolutions at the General Meeting, the Kareevlei Option is to be exercised
and as a result, the Company’s Subsidiary, Kareevlei Mining will acquire the Mining Right in respect of the
Kareevlei Tenements (subject to certain conditions including Ministerial Consent) and will acquire the Mining
Equipment, which includes a diamond processing facility. The Kareevlei Tenements are located in the
Northern Cape Province of South Africa, approximately 100 kilometres northwest of the town of Kimberley.
The Kareevlei Tenements include the Kareevlei Kimberlites, five kimberlite pipes ranging in size from <0.5
hectares to <5.6 hectares.
The aggregate Consideration for the Kareevlei Option and the purchase of the Mining Right and Mining
Equipment is R4,000,000 (approximately £261,000) plus SA VAT to be satisfied in cash of which R150,000
(approximately £10,000) has been paid for the grant of the Kareevlei Option. Detailed information on the
Kareevlei Kimberlites, the Mining Right and the Mining Equipment is set out in this Part I and the Competent
Person’s Report in Part V of this document.
Following the execution of the Kareevlei Option Agreement, the Company engaged Z Star to produce a
Competent Person’s Report on the Kareevlei Tenements under the SAMREC code which is set out in Part
V of this document.
The Company has conditionally raised £1.31 million (approximately £0.96 million net of expenses) by the
issue of 18,735,703 new Ordinary Shares pursuant to the Placing at 7 pence per Placing Share. The
Placing Shares will represent 59.4% of the Enlarged Share Capital. At the Placing Price the Group will
be valued at approximately £2.21 million. The net proceeds of the Placing will be utilised to purchase the
Mining Right and Mining Equipment, to fund plant upgrade, plant refurbishment and mine set up costs, the
development of pipe K1 within the Kareevlei Tenements and working capital requirements of the Group.
The Existing Ordinary Shares are quoted on the ISDX Growth Market. In conjunction with the Acquisition,
the Company is seeking admission to AIM. The Company’s intention to withdraw from trading on the ISDX
Growth Market was announced on 19 August 2013. Withdrawal from trading on ISDX will take place on
3 September 2013 and Admission is expected to occur on 4 September 2013.
2.
Background and Strategy
BlueRock Diamonds plc was incorporated in England and Wales on 11 October 2012 and was established
to invest in under-exploited diamond mines and diamondiferous tailings dumps in South Africa and sub
Saharan Africa, with an initial focus on the Kimberley area of South Africa. The Company was admitted
to the ISDX Growth Market on 7 March 2013 and raised £0.28 million by way of a placing of 2,149,338
Ordinary Shares at 13 pence per share.
The Company’s strategy was to make investments in opportunities that have some or all the following criteria:
•

opportunities in the diamond mining sector in South Africa;

•

other opportunities in the diamond mining sector and other mining sectors in South Africa and other
countries in Sub Saharan Africa; and/or

•

opportunities offering the Company a role as an active investor either through control or full ownership
of the asset or investment.

In the short term, the Company intended to take advantage of the opportunity that the Directors believed
existed for new entrants with access to capital to secure and develop under-exploited assets in South
Africa, in particular:
•

underperforming or dormant small to medium sized kimberlite and fissure mines; and/or

•

tailings or the right to exploit tailings in order to reprocess the kimberlite ore to generate cash flow and
establish an operational presence in South Africa.
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Following the review and evaluation of a number of potential acquisition targets, the Directors identified the
Kareevlei Tenements as an opportunity that fulfilled the Company’s investment criteria.
3.
Kareevlei Option Agreement and Supplemental Agreement
On 23 April 2013, the Company entered into the Kareevlei Option Agreement with Diamond Resources, a
subsidiary of Tawana, an ASX and JSE listed company, pursuant to which the Company was granted an
option to acquire the Mining Right and the Mining Equipment.
Prior to Admission, the Company, through its Subsidiary, Kareevlei Mining, is to exercise its rights under
the Kareevlei Option Agreement to enter into and complete the Equipment Agreement and to enter into the
Mining Agreement.
Under the terms of the Mining Agreement, Diamond Resources is to apply for the approval and Ministerial
Consent (pursuant to an application to be lodged under section 11 of the MPRDA in a form acceptable
to both Diamond Resources and BlueRock) of the Minister responsible for the MPRDA to the transfer by
Diamond Resources to Kareevlei Mining of the Mining Right. Completion under the Mining Agreement is
subject to obtaining that Ministerial Consent.
Under a Supplemental Agreement dated 3 August 2013 between Diamond Resources (1), BlueRock (2) and
Kareevlei Mining (3), BlueRock assigned its rights to enter into the Mining Agreement and the Equipment
Agreement to Kareevlei Mining, which is nominated to replace BlueRock as the contracting party in relation
to the Mining Agreement and the Equipment Agreement. If the consent described above and therefore
completion of the Mining Agreement is delayed beyond eight months, Kareevlei Mining may extend the
period of the Trial Mining Operations for up to 24 months following inception of the Mining Agreement or
until the date on which the requisite Ministerial Consent shall have been obtained, whichever is the earlier.
Further information on the Trial Mining Operations is set out below in paragraph 7 of this Part I headed “The
Mining Right”.
4.

Group structure and Black Economic Empowerment

BLUEROCK
DIAMONDS PLC

GHAAP MINING
(PTY) LTD
26.0%

74.0%

KAREEVLEI MINING
(PTY) LTD
Figure 1: Group Structure and BEE Partner
The black economic empowerment requirements in the South African mining industry arise from the equality
provisions of the Constitution and the MPRDA.
The DMR has published and implemented the Broad Based Socio-Economic Empowerment Charter,
September 2010 (“Mining Charter”) which is applicable to all mining companies operating within South
Africa. The Mining Charter aims to facilitate participation of historically disadvantaged South Africans
(“HDSAs”) in the mining and minerals industry by providing specific targets that must be met by 2014 in
order to effect the equitable transformation to HDSAs and promote sustainable development and growth
of the industry. HDSAs are defined as “any person, category of persons or community, disadvantaged by
unfair discrimination” on the basis of race, gender or disability and includes females generally as well as
black African, Indian, Chinese and Coloured people as defined in the BEE Act.
The most significant element of the Mining Charter is the ownership requirement which stipulates that mines
must commit to obtaining 26 per cent. effective ownership by HDSAs (being the meaningful participation
of HDSAs in the ownership, voting rights, economic interest and management control of mining entities)
by 2014.
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BlueRock’s subsidiary, Kareevlei Mining, is owned as to 26 per cent. by a Kimberley based company,
Ghaap Mining (Pty) Limited, while BlueRock owns the remaining 74 per cent. Ghaap Mining is a South
African private company wholly owned by Mr. William Alexander van Wyk who, in terms of South African
legislation is considered to qualify as an HDSA.
Further information on the BEE Act and black economic empowerment is set out in Part II of this document.
Further information on William van Wyk, the sole shareholder and director of Ghaap Mining and a director
of Kareevlei Mining is set out in paragraph 13 of this Part I.
5.
Withdrawal from ISDX and Admission to AIM
The Company is seeking admission to AIM in order to take advantage of the market’s higher profile,
broader investor base, liquidity and access to institutional investors. The Directors and the Proposed
Director believe that Admission should also provide the Company with the flexibility to issue new shares as
consideration for any new acquisition.
The Existing Ordinary Shares are quoted on the ISDX Growth Market. The Company’s intention to withdraw
from trading on the ISDX Growth Market was announced on 19 August 2013. Withdrawal from trading on
ISDX will take place on 3 September 2013.
Application will be made to the London Stock Exchange for the Enlarged Share Capital to be admitted to
trading on AIM. It is expected that Admission will become effective and that dealings will commence on
4 September 2013.
If the Resolutions are not passed, the Enlarged Share Capital will not be admitted to trading on AIM.
6.
Overview of the Kareevlei Tenements
Location and Infrastructure
The Kareevlei Tenements are located approximately 100km northwest of Kimberley in the Northern Cape
Province of South Africa. Four of the kimberlite pipes (K1, K2, K3 and K4) are situated in close proximity to
each other on the farm Weshoek 113 and the fifth kimberlite (K5) lies 1.5km further northeast on the farm
Skietfontein 113.

Figure 2: Location of the Kareevlei Tenements approximately 100km northwest of Kimberley
The Kareevlei Tenements lie approximately 20km north of the main R31 tarmac road from Barkly West to
Danielskuil. Accessibility to the site is by gravel road and does not require vehicles with a 4x4 capability. The
area is adequately served by cellular phone operators and cell phone reception is available on site.
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The nearest airport is at Kimberley, 100km to the south-east of the Kareevlei Tenements, with daily flights
scheduled to Johannesburg.
Mains electricity is available 5km from the plant site, however, three generators are included within the
Mining Equipment and these will be serviced and used to power the plant. Water will be sourced from
existing boreholes on the property that are currently producing. A considerable portion of the plant water
will be recycled.
Geology1
The Ghaap Plateau is approximately 25,000km2 in extent and is primarily comprised of carbonate sediments,
predominantly dolomites, that were deposited in a shallow inland sea approximately 2.5 billion years ago.
The Kareevlei Kimberlites have been emplaced into coarsely crystalline and recrystallised dolomites of
the Campbellrand subgroup of the Ghaap Plateau Formation. The dolomite strata of the Campbellrand
subgroup are approximately horizontal on the western edge of the plateau and steepen slightly to dip at
7-8° towards the west on the western edge of the plateau.
Diamondiferous kimberlite pipes are almost exclusively found in regions underlain by Archaen craton (crust
older than 2.5 billion years) as high pressure and relatively low temperature (<1200°C) formation conditions
occur that are suitable for diamonds to form.
A total of five kimberlite pipes (namely K1, K2, K3, K4 and K5) have been confirmed as part of the Kareevlei
Tenements, although the smaller K4 pipe may coalesce with K1 at depth. The three pipes that have received
the primary focus of the exploration programmes by Diamond Resources are K1, K2 and K3 which have
sub-crop surface areas against the overburden calcrete of 1.2ha, 1.1ha and 5.6ha, respectively.
The logging by Tawana of the Kareevlei kimberlite intersections is in a more traditional nomenclature and
therefore the general kimberlite description below has been aligned with this traditional approach. No
kimberlite samples were available for review by the Competent Person.
The De Beers handbook on kimberlite exploration and mining (www.debeersgroup.com) describes
kimberlites as being traditionally divided into root, diatreme and crater zones. The root zone occurs at
the base of the kimberlite pipe and typically is irregular in shape and comprised of Hypabyssal (magmatic)
material. The Diatreme zone is usually the central portion of the kimberlite and the largest in terms of
volume. It is characterised by the presence of Tuffisitic Kimberlite Breccia (“TKB”) which can be easily
weathered at higher levels in the pipe. The TKB consists of angular xenoliths of country rock combined with
mantle derived fragments set in a fine-grained matrix. The crater zone is the upper level of the pipe where
the kimberlite has often been reworked to form sub-horizontal, layered kimberlite-rich sedimentary deposits
along with debris flows and pyroclastic units.
The logging by Tawana indicates that the vast majority of the Kareevlei pipe volumes that have been
delineated are Diatreme zone kimberlite. However, there is evidence of an earlier Hypabyssal phase in K3
and to a lesser extent in K2. There is some tuff and mudstone in a basin-shaped feature at a higher level in
K3 which may be an indication of a crater facies environment.
Prospecting to date2
De Beers Group Exploration discovered the Kareevlei Kimberlites in 1991 following an extensive airborne
magnetic survey of the Ghaap Plateau and drilled three holes to confirm the presence of kimberlite.
In 1993, a joint venture between Gencor and Diamond Resources (a wholly owned subsidiary of AfriOre
Limited at the time) undertook further prospecting work including the drilling of nine percussion holes (for
geological delineation) and seven tricone holes (for grade sampling).
In 1994, following the withdrawal of Gencor from the joint venture, Diamond Resources undertook a phase
of 1m diameter auger drilling. A total of thirteen holes were drilled, three holes in each of K1 and K2 and
seven holes in the larger K3 pipe.
In 2002, Diamond Resources, under the ownership of Tawana, conducted an extensive 10” percussion
drilling programme (for geological delineation and grade and density sampling) on a grid of 40m on K3 and
20m on K2 to delineate these two pipes to a depth of 100m.

1
2

Source: Competent Person’s Report - paragraph 5, page 74, Part V
Source: Competent Person’s Report - paragraph 4, page 72, Part V
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Treatment of the percussion material proved the presence of diamonds to a depth of 100m, but due to the
relatively low grade of the pipes and the small sample support size, recoveries were insufficient for grade
estimation; however, useful density measurements were realised.
As a result, in 2004, Tawana undertook a BauerTM auger programme (initially on a diameter of 2.5m and
then on a diameter of 1.5m) on four of the five pipes (K1, K2, K3 and K5) to provide grade and revenue data.
A total of 5, 19, 21 and 2 holes were drilled on the K1, K2, K3 and K5 pipes, respectively. Two holes were
sited on K4 but it appears that they terminated in the calcrete with no kimberlitic sample material being
generated for treatment as no results were provided.
The results of the drilling programmes are sufficient to estimate grade and have been used by the Competent
Person in arriving at an Inferred Mineral Resource. Prior to the Competent Person’s Report set out in Part
V of this document, no mineral resource had been declared for the Kareevlei Tenements.
The detailed prospecting history including all sampling results is set out in paragraph 4 of the CPR in Part
V of this document.
Mineral Resource3
A summary of the Inferred Mineral Resource is set out below in Table 1:
Pipe

Tonnes

Carats

Grade (cpht) Classification

K1

1,594,000

101,000

6.3

Inferred

K2

2,461,000

111,000

4.5

Inferred

K3

3,929,000

147,000

3.7

Inferred

Total

7,984,000

359,000

Table 1: Compilation of the Inferred Mineral Resources for the K1,
K2 and K3 pipes at a bottom cut-off of 1mm
Geological logging of the various phases of percussion holes were undertaken by the respective geologists
on the project at the time. The most important phases of geological data acquisition are provided by the 10”
percussion drilling of the K2 and K3 kimberlites and the 6.5” percussion drilling of the K1 pipe. Both of these
phases involved vertically orientated drilling and were undertaken and logged by Tawana’s geologists. As
the percussion chips were treated for diamond recoveries there is no possibility of verifying the geological
logging. There was insufficient percussion data to model the K4 and K5 kimberlite pipes and therefore no
resource can be declared for these pipes.
The data collected as a result of the prospecting to date as described above is sufficient to create the 3D
models for pipes K1, K2 and K3, to depths of approximately 65m, 125m and 125m, respectively as set
out below in Figure 3. These were based purely on Tawana’s geological logging and have not been reinterpreted.

Figure 3: Schematic view of the modelled K1, K2 and K3 pipes
3

Source: Competent Person’s Report - paragraph 5.2 and 9, pages 74 and 85, Part V
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There have been no previous attempts at analysing the sampling data with a view to producing a mineral
resource. The data available was, however, sufficient for three dimensional models of the K1, K2 and K3
pipes to be created and for grade, density and revenue estimates to be completed. Reasonable prospects
for eventual economic extraction (“RPEEE”) and a review of the confidence in the key estimation variables
have both been considered and the Competent Person, Dr John Andrew Grills, was able to calculate an
Inferred Mineral Resource in accordance with the SAMREC code for pipes K1, K2 and a portion of K3.
Density Estimation4
Density measurements in tonnes per metre cubed (t/m3) were available from the 10” percussion sampling
programme on the K2 and K3 kimberlite pipes. This data was discretised to remove the bias related to
sample size and then electronically coded onto the Datamine™ geological model. Density will not only vary
in relation to rock type but also according to the extent of alteration or weathering that has occurred. An
integral part of the geological modelling was the interpolation of surfaces to separate calcretised kimberlite
from weathered kimberlite and weathered kimberlite from fresh kimberlite. Mean density values (zonal
estimates) for each of the rock units and for each stage of alteration were calculated for the K2 and K3
pipes (Table 2). No robust density measurements were available for the K1 kimberlite and thus density
estimates were extrapolated from the adjacent K2 pipe. No density estimate was prepared for the K5
kimberlite pipe.
Rock Code
Calcrete
Calcretised Kimberlite
Weathered Diatreme
Weathered Hypabyssal
Weathered Tuff+Mud
Weathered Kimb Breccia
Fresh Diatreme
Fresh Hypabyssal
Fresh Tuff+Mud
Fresh Kimb Breccia

K1
2.53
2.53
2.52
-

Pipe
K2
Density (t/m3)
2.53
2.53
2.52
2.47
2.55
2.63
2.58
2.66

K3
2.41
2.45
2.42
2.37
2.28
2.44
2.53
2.48
2.37
2.55

Table 2: Density estimates for K1, K2 and K3 pipes
Grade Estimation
The estimation variable utilised for grade is carats per cubic metre (c/m3) as the density has been estimated
separately. Only the Bauer™ auger drilling was utilised for grade estimation as the earlier sampling
programmes had an insufficient sample support size. However, it should be stressed that while the
percussion drilling was not utilised in the grade estimate it did confirm the continuity of diamond recoveries
to a depth of 100m in both the K2 and K3 pipes. As some of the Bauer™ auger samples had not been
subjected to a re-crush treatment phase (which delivered significant diamond recoveries), factors per
diamond sieve class from appropriate re-crushed samples were calculated and applied to these samples to
ensure a consistent base for estimation. A decision was taken to utilise the theoretical Bauer™ auger hole
volume (cross sectional area x sample length) as the sample volume in each case. In addition, the grade
estimate was calculated at a 1mm square aperture sieve bottom cut-off. This involved the use of factors to
add a small amount of carats (1-2%) back into each of the three smallest sieve classes.
A review of the grade samples in the Diatreme facies of the K3 kimberlite showed a significant change in
grade between the north and south regions of the pipe. As a result a decision was taken to model a vertical
grade boundary to subdivide the grade estimate for the Diatreme facies.

4

Source: Competent Person’s Report - paragraph 6, pages 77 to 83, Part V
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The estimation dataset was utilised to create c/m3 grades for each of the facies modelled. The estimates
were calculated by dividing the total carats by the total sampled volume in each facies. The adjusted carats
and results of the zonal grade estimation are shown in Table 3.
K1
Calcrete
Undifferentiated
Kimberlite
K2
Calcrete
Hypabyssal
Diatreme
Kimberlite Breccia
K3
Calcrete
Hypabyssal
Diatreme High
Diatreme Low
Tuff & Mudstone High
Tuff & Mudstone Low
Kimberlite Breccia High
Kimberlite Breccia Low
K5
Calcrete
Undifferentiated
Kimberlite

Sample
Volume
(m3)

Carats
(+2 sieve)

Carats
Adjusted
(+1mm)

Grade
(c/m3 +1mm)

-

-

-

0.021

253.4
Sample
Volume
(m3)

39.93

40.55
Carats
Adjusted
(+1mm)

0.160

Carats
(+2 sieve)

301.1
604.2

4.48
69.59

4.55
70.68

Sample
Volume
(m3)

Carats
(+2 sieve)

Carats
Adjusted
(+1mm)

146.7
406.9
253.9
Sample
Volume
(m3)

0.19
37.07
2.50
Carats
(+2 sieve)

0.19
37.65
2.54
Carats
Adjusted
(+1mm)

Grade
(c/m3 +1mm)
0.015
0.117
0.117
0.030
Grade
(c/m3 +1mm)
0.012
0.001
0.093
0.010
0.093
0.010
0.023
0.003
Grade
(c/m3 +1mm)

-

-

-

0.016

165.9

20.29

20.52

0.124

Table 3: Estimated facies grades with +1mm square aperture bottom cut-off applied
As a number of facies were not sampled, grades had to be extrapolated from adjacent facies. In the case
of the Calcrete, grades for K1, K3 and K5 were extrapolated from the Calcrete to Diatreme grade ratios
in K2. As the Hypabyssal unit in K2 was not sampled, the Diatreme grade was extrapolated to this small
volume unit. In K3 and K2 the kimberlite breccias which are significantly diluted with country rock were
assigned 25% of the host Diatreme grade. It should be noted that the Tuff & Mudstone unit in K3 could not
be estimated separately as it was sampled as part of the Diatreme facies.
Revenue Estimation
An estimate of the diamond revenue for a kimberlite pipe involves modelling of the diamond size frequency
distribution and the diamond value (US$ per carat per sieve class). Importantly, the revenue must be
estimated at the same bottom cut-off (1mm in this case) used to calculate the grade estimate to ensure
compatibility.
The raw diamond sieve data showed that there are clearly two different size frequency distributions, one for
the K1, K2 and K3 kimberlite pipes that are situated in close proximity to each other and a second coarser
SFD for the K5 pipe. The two size frequency distributions were modelled to allow for the 1mm square
aperture bottom cut-off and to negate the loss of carats in the larger sieve classes due to a lack of sample
support (Figure 4).
Two sets of US$ per carat per sieve class data are available from valuations undertaken while Tawana
were in control of the project. In 2005, Chapman (Chapman, J., 2005. Analysis of data relating to sizes and
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values of diamonds from the Kareevlei deposit. Gemstyle (Pty) Ltd report) estimated a value for K1 and K2
from a parcel of 95.28 carats and, in 2008, Barker (Barker, M., 2008. Report on Kareevlei Tender Exercise
Report) estimated a value from a total Kareevlei parcel of 222.90 carats. It should be noted that although
the valued diamond parcels are clearly stated as being derived from the Kareevlei Tenements in the relevant
reports, the caratage valued cannot be traced back to specific sample results.

Figure 4: SFD Models at a +1mm square aperture bottom
cut-off for the K1/K2/K3 pipes and the K5 pipe
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The two sets of valuation data were modelled and more representative US$ per carat per sieve class values
obtained to cover the range of the modelled K1/K2/K3 SFD. A decision was taken to select the model
based on Chapman’s data for the revenue estimate at Kareevlei as it represents two of the pipes that have
been modelled (K1 and K2). The modelled values for Chapman’s data are shown in Table 4.
Modelled from Chapman’s Data
Average US$/
Sieve Class
carat
>10CT
1526
5-9CTS
767
3-4CTS
464
8-10GR
312
6GR
252
5GR
221
4GR
176
3GR
139
+11
110
+9
77
+7
63
+5
47
3
41
2
40
Table 4: Modelled values from Chapman’s data
When the US$ per carat per sieve class data are applied to the modelled size frequency distribution for the
combined K1/K2/K3 pipes, an average value of US$141/carat is generated.
Rough diamond prices can fluctuate considerably and this is the case for the period from 2005 to 2013
which has seen a significant increase in rough diamond price, peaking between June 2011 and June 2012,
followed by a more recent easing of the price. It is estimated that at the end of May 2013, diamond prices
were approximately 30% higher than in 2005, therefore an average diamond price of US$183/carat is
estimated for the K1, K2 and K3 Kareevlei diamonds. It should be clearly understood that this value can
vary considerably dependent on the economic environment in the major global diamond jewellery markets.
Reasonable Prospects for Eventual Economic Extraction (RPEEE)5
The SAMREC code for the reporting of mineral resources and reserves stresses the necessity for a mineral
resource to have reasonable prospects for eventual economic extraction before it can be declared. This
applies to Measured, Indicated and Inferred Mineral Resources.
RPEEE can be extremely difficult to quantify, especially in diamond deposits as gems are a luxury item and
as a result the diamond price can exhibit considerable fluctuations based on the economic status of the
major diamond markets around the world. A simple way of catering for RPEEE is to consider the economic
viability of the estimates against a simplistic mining scenario to compare the potential revenue stream to
realistic but generic mining and treatment costs. The RPEEE analysis is a generic model to aid definition of
the mineral resource and not a detailed practical mine plan.
In terms of reasonable prospects for eventual economic extraction it is probable that only the Undifferentiated
Kimberlite from K1, the Hypabyssal and Diatreme Kimberlite from K2 and the Diatreme High and Tuff &
Mudstone High zones from K3 could be considered for mining. When combined with density the grades
for these facies are 6.3cpht, 4.5cpht and 3.7cpht, for K1, K2 and K3, respectively.

5

Source: Competent Person’s Report - paragraph 7, pages 83 and 84, Part V
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Mineral Resource Classification6
In terms of assigning a level of confidence to the Kareevlei kimberlite cluster estimates, the following issues
have been considered:
•

The geological solid models created are based on a reasonable data density and the extrapolation
has been kept to a minimum. Unfortunately, no core is available to review or check the geological
interpretation. Nonetheless the models created are deemed to be a reasonable framework for the
estimation of the grade, density and revenue variables and to provide representative volumes for
estimation. The geology of the K3 pipe will need to be reviewed in terms of the High – Low Diatreme
facies boundary.

•

The density estimates are robust and based on good spatial sample coverage in both the K2 and K3
pipes. The density for K1 has been extrapolated from the adjacent K2 pipe and is of lower confidence.

•

The grade estimates are zonal per facies and based on the BauerTM auger drilling which has produced
the only representative samples (in terms of size) taken at Kareevlei. Their spatial coverage is limited
to the upper portions of the models in K2 and K3, although grade continuity to depth (100m) is
confirmed by the 10” percussion drilling in the K2 and K3 pipes. The grades have been amended
for a re-crush (where absent) and for a 1mm square aperture bottom cut-off. Zonal grades have
been estimated with a fair degree of confidence and these grades are, to a large extent, replicated
by less representative historic sampling programmes. The estimated grade of the Tuff & Mudstone
unit in K3 is of low confidence as it was not sampled separately from the Diatreme facies. In terms of
the estimate, a grade range has been calculated based on a normal distribution to reflect the risk in
the estimate. The 5th and 95th percentiles of this distribution are 4.0cpht and 8.5cpht, 2.9cpht and
6.1cpht and 2.5cpht and 5.0cpht, for the K1, K2 and K3 pipes, respectively. These ranges give an
indication of the scope for variability in the zonal grade values.

•

The revenue estimate reflects the least confidence of any of the variables as the sample parcels are
very limited in size. The combined sample parcels from K1, K2 and K3 provide a fairly robust size
frequency distribution which is modelled relatively easily. The US$/carat/sieve class data is much less
robust and the valuation data will probably only stabilise with a considerably larger diamond parcel of
the order of 1,000 carats. The risk in the revenue estimate is further increased by the introduction of
a factor to bring the 2005 revenue estimate on to a current day price. A revenue range has therefore
been calculated based on a normal distribution to reflect the risk in the estimate which gives an
indication of the scope for variability in the average value of US$183/carat. The 5th and 95th percentiles
of this distribution are US$94/carat and US$281/carat, respectively.

Based on the considerations listed above and taking into account the RPEEE analysis the K1 (Undifferentiated),
K2 (Diatreme) and K3 (Diatreme High/Tuff & Mud High) portions of the modelled kimberlite pipes can be
considered to be at an Inferred level of confidence in accordance with the SAMREC code.

6

Source: Competent Person’s Report - paragraph 8, pages 84 and 85, Part V
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Mineral Resource and Reserve Statement
Based on the estimation of the key variables as detailed above the declarable mineral resources and
reserves for the Kareevlei Kimberlites at a bottom cut-off of 1mm have been compiled (Table 5).
Kareevlei Kimberlite Cluster
Category
Mineral
Reserves

Gross

Net Attributable

Operator

Tonnes
(Millions)

Grade
(cpht)

Contained
Carats

Tonnes
(Millions)

Grade
(cpht)

Contained
Carats

Proved

-

-

-

-

-

-

Probable

-

-

-

-

-

-

-

-

-

-

-

-

Mineral
Resources

Tonnes
(Millions)

Grade
(cpht)

Contained
Carats

Tonnes
(Millions)

Grade
(cpht)

Contained
Carats

Measured

-

-

-

-

-

-

Indicated

-

-

-

-

-

-

Subtotal

Inferred

7.98

4.5

359,000

7.98

4.5

359,000

Diamond Resources (Pty) Ltd

Subtotal

7.98

4.5

359,000

7.98

4.5

359,000

Diamond Resources (Pty) Ltd

Total

7.98

4.5

359,000

7.98

4.5

359,000

Diamond Resources (Pty) Ltd

Table 5: Summary of the Kareevlei Kimberlites mineral resources
and reserves at a 1mm bottom cut-off
7.
The Mining Right
Mining Agreement
Following Admission, under the terms of the Mining Agreement (which is to include amendments effected
by the Supplemental Agreement), the Company may conduct Trial Mining Operations until such time as
Diamond Resources obtains the approval and Ministerial Consent (pursuant to an application to be lodged
under section 11 of the MPRDA in a form acceptable to both Diamond Resources and BlueRock).
BlueRock paid R150,000 to Diamond Resources on 30 April 2013 under the terms of the Kareevlei Option
Agreement and following Admission shall pay R850,000 (approximately £55,000) to Diamond Resources’
solicitors to be held in trust pending transfer of the Mining Right. Should the Ministerial Consent be refused
the R850,000 will be returned to Kareevlei Mining on completion of all rehabilitation necessitated by any
Trial Mining Operations.
The Mining Agreement, as modified by the Supplemental Agreement, provides that Kareevlei Mining may be
engaged as a contractor to conduct Trial Mining Operations in the period prior to the transfer of the Mining
Right. The amount that can be taken by way of bulk sample is limited to four consecutive tranches, the first
two of up to 20,000 tonnes each and then a further two tranches of up to 24,000 tonnes each. Kareevlei
Mining may elect to proceed with each tranche subject to providing for the increased financial obligations
for rehabilitation. The amounts may be increased and further bulk samples may be taken by agreement with
Diamond Resources. Trial Mining Operations are to commence within 30 days after payment by Kareevlei
Mining of the R850,000 under the Mining Agreement following Admission and the second 20,000 tonne
bulk sample may be taken if the first bulk sample of 20,000 tonnes has been taken within 6 months after
the commencement date and the Mining Right has yet to be transferred. All diamonds recovered during
the Trial Mining Operations shall be the property of Kareevlei Mining but will have to be alienated under the
Mining Right which will still be held by Diamond Resources. Kareevlei Mining is to pay Diamond Resources
a commission of one per cent. of gross sales after government royalty during this time.
If after eight months from the inception of the Mining Agreement, Ministerial Consent for the transfer of
the Mining Right has not been obtained, under the Supplemental Agreement, unless the parties agree
otherwise, Kareevlei Mining has the right to be appointed as a contractor to continue the Trial Mining
Operations for an additional period of up to 24 months after the commencement date or until the Ministerial
Consent is obtained, whichever occurs first.
Mining Work Program, Social and Labour Plan and Environment Management Programme
The transfer of the Mining Right is subject to the terms and conditions of the Mining Right itself and also the
mining work programme (“MWP”) and social and labour plan (”SLP”) attached to the Mining Right, which
was submitted by Diamond Resources in support of its mining right application in 2007, and identified in
the agreement, and to the Environmental Management Programme (“EMPR”) approved by the DMR on 21
August 2007.
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Kareevlei Mining, as the prospective acquirer of the Mining Right, will be required in terms of the formal
application made by Diamond Resources for Ministerial Consent to transfer the Mining Right to Kareevlei
Mining, to undertake to comply with not only the terms and conditions of the Mining Right, but also the
MWP, SLP and the EMPR, as well as furnishing appropriate evidence to the DMR of its financial and
technical ability to do so.
The current approved MWP provides for initial capital expenditure of some R2.5 million to bring the mine
into production and projected average annual operating costs of approximately ZAR5 million, based on
2007 values, during the 12-year period for which the Mining Right has been granted. The Group intends as
soon as possible after completion of the acquisition of the Mining Right to review and, if necessary, amend
and update the MWP in line with the Company’s projections based also on the results of the Trial Mining
Operations.
Additional information relating to the approved SLP attaching to the Mining Right and to the social investment
obligations generally of holders of mining rights in South Africa is set out in paragraph 23 of this Part I and
in the overview of South African mineral and mining legislation in Part II of this document.
Based on the scoping studies and environmental impact assessments undertaken by Diamond Resources
in support of its original application for the Mining Right in 2004-2006, the currently approved EMPR
itemises the various rehabilitation methodologies, awareness programmes and protective initiatives that
the rights-holder will be obliged to implement in order to preserve the environment against avoidable
degradation and, where necessary, rehabilitate to its original condition all unavoidable disturbances caused
to the environment by the intended mining operations, both during such operations and upon closure of the
mine. Currently, the total estimated costs for the rehabilitation of damage caused by the mining operations,
both by sudden closure during the normal operation of the project and at final planned closure amounts
to R360,000 but will likely be reassessed and possibly increased, once the full scale of Kareevlei Mining’s
potential mining operations on the Kareevlei Tenements has been definitively established during the interimperiod Trial Mining Operations. Any amendment to the EMPR requires the approval of the DMR. A rightsholder is moreover required to submit annually to the DMR an environmental audit report referenced to
its EMPR obligations, and ongoing substantive compliance with such obligations is a pre-requisite for the
maintenance and, if applicable, renewal of the Mining Right.
8.
The Mining Equipment
The Mining Equipment to be acquired by BlueRock on Admission includes an on-site processing plant and
a final recovery section which is based in a leased area at the De Beers facility in Kimberley, both of which
are in good condition.
The on site processing plant includes crushers, screens and a 25 tonne per hour dense media separation
plant (“DMS”) plant. Electricity to operate the plant is generated by three diesel powered generators. The
onsite plant is in good condition and following refurbishment of the screens and crushing circuits is expected
to be suitable for kimberlite treatment.
The final recovery plant based in Kimberley at the De Beers facility includes conveyors, screens, a
containerised dual station FlowsortTM (X ray) machine and a grease table.
The Directors and the Proposed Director believe that the moveable plant and equipment has been kept in
storage by Diamond Resources, and that Diamond Resources has continued to maintain security staff at
the mine site in order to preserve the fixed plant. Following Admission, the Enlarged Board intends to retain
the security staff until such time as the Company employs its own security staff.
It is the Enlarged Board’s intention following Admission to engage a contractor to re-commission the
existing mothballed processing equipment and commission certain other additional processing equipment
and plant and associated earth moving works. It is currently expected that the Mining Equipment including
the DMS would be commissioned and ready to commence operations within 3 months of Admission.
9.
Mining Plan
The Competent Person has assigned an inferred level of confidence to the mineral resource and considers
that the principal risk is related to the revenue estimate. Therefore the Competent Person has recommended
that, as a high priority, a parcel of 1,000 carats is collected to improve the confidence in the revenue
estimate, and has suggested that the required caratage is obtained from the highest grade pipe, K1. The
collection of a diamond parcel of this size would be difficult to undertake through drilling and as such it
is recommended by the Competent Person that the K1 pipe is opened up by removing a portion of the
calcrete overburden to expose the calcretised and weathered kimberlite beneath for processing.
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As a result, the Enlarged Board have concluded that they will begin mining operations on the K1 pipe.
The Enlarged Board intends to use contractors to remove the calcrete overburden; this will involve waste
stripping, hauling, drilling and blasting during the first three months following Admission with mining activities
expected to commence in the fourth month following Admission. Rather than waiting to assess a larger
1,000 carat sample, it is expected that the Enlarged Board will assess diamond recovery on a continuous
basis against the estimated grades and revenues in the CPR. In the event that no diamonds are recovered,
mining operations may cease completely.
Similarly to other kimberlite pipes, which are characterised by having diamondiferous deposits relatively
near the surface, the Kareevlei Tenements will be exploited using open cast mining techniques, which
should enable the Company to reach production relatively quickly and inexpensively compared with deeper
deposits which require underground mining techniques.
It is the intention of the Company to acquire loading and hauling machinery as and when the Enlarged
Board decides that there is sufficient working capital available and only then if this approach is considered
to be cost efficient.
The Enlarged Board expects that operational capacity of 12,000 tonnes per month (being 144,000 tonnes
per annum) is achievable using the plant in its current condition, once recommissioned.
Once K1 is operational, the Company may commence exploration work on pipes K2, K3 and K5 if sufficient
cash resources are generated following the initial work on K1. The K5 pipe has insufficient delineation
data to create a model but limited grade and revenue data suggests that diamonds from the K5 pipe
may potentially command a significantly higher revenue due to the coarser diamond SFD and therefore a
delineation drilling programme and revenue bulk sample are recommended by the CP. Should additional
funds be raised, in future the Enlarged Board may undertake further exploration work at K5 in order to
provide a SAMREC compliant resource for this pipe. In addition, subject to availability of funding, the
Enlarged Board may investigate further K2 and K3, with a particular emphasis on providing a more accurate
revenue model.
10. Transfer of the Mining Right
A specialist consultant has been appointed to assist the Company with the process of the transfer of the
Mining Right to Kareevlei Mining. The consultant has held initial discussions with the relevant officials at the
DMR and has comfirmed in writing to the Company that following the meeting with the DMR in Kimberley
regarding the proposed application for transfer of the Mining Right from Diamond Resources to Kareevlei
Mining, the consultant is of the opinion that the proposed BEE structure is in line with the requirements
of the MPRDA and that the proposed transaction will meet the requirements of the MPRDA provided that
that application is supported by proof of financial and technical ability. The consultant is of the opinion that
processing of the application for transfer of the Mining Right will take approximately four months.
Shareholders should note that transfer of the Mining Right from Diamond Resources to Kareevlei Mining
under the Mining Agreement is conditional on Ministerial Consent to the cession and transfer of the Mining
Right under section 11(1) of the MPRDA. Further details of the transfer of the Mining Right and limitations
imposed on Kareevlei Mining under the Mining Agreement are set out in paragraphs 12.3.2 and 12.3.3 in
Part VI of this document.
11. Principal terms of the Acquisition
Kareevlei Option Agreement
Under the Kareevlei Option Agreement dated 23 April 2013, BlueRock was granted by Diamond Resources
the option to purchase the Mining Right, for the sum of R1,000,000 (approximately £65,000) plus SA VAT
and the Mining Equipment for R3,000,000 (approximately £196,000) plus SA VAT net of the consideration
paid for the Kareevlei Option. The Kareevlei Option was exercisable for a period of six months from 23 April
2013.
On exercising the Kareevlei Option prior to Admission, Diamond Resources and Kareevlei Mining (as
nominee of BlueRock pursuant to the Supplemental Agreement) are to enter into the Mining Agreement
and the Equipment Agreement, the terms of which are summarised below. The Supplemental Agreement
entered into between BlueRock (1) Diamond Resources (2) and Kareevlei Mining (3) on 3 August 2013
altered the terms of Kareevlei Option Agreement, the Mining Agreement and the Equipment Agreement to
be entered into on the exercise of the Kareevlei Option.
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Mining Agreement
Under the Mining Agreement, Diamond Resources agreed to sell to Kareevlei Mining, the Mining Right for a
cash consideration of R1,000,000 plus SA VAT. The net consideration of R850,000 (from which the amount
paid for the Kareevlei Option of R150,000 has been deducted), is to be paid to Diamond Resources’ lawyers
to be held in escrow pending completion. Completion of the transfer of the Mining Right to Kareevlei Mining
is conditional upon Ministerial Consent. If Ministerial Consent is refused, the R850,000 consideration will be
repaid, subject to any rehabilitation costs incurred as a result of the Trial Mining Operations.
The parties are to endeavour to obtain all requisite regulatory approvals as soon as possible and in any event
within eight months after the inception of the Mining Agreement. If Ministerial Consent has not been received
by that date, Kareevlei Mining may extend the period of Trial Mining Operations for up to 24 months
following the inception of the Mining Agreement.
In the period following the inception of the Mining Agreement, until completion or termination, Kareevlei
Mining will be entitled for its own account and benefit to conduct the Trial Mining Operations on the
Kareevlei Tenements within defined limits under the Supplemental Agreement. Diamonds recovered during
this period will belong to Kareevlei Mining, which may deal with them as it chooses, subject to paying to
Diamond Resources a commission of one per cent. of gross sales after government royalty.
Upon transfer of the Mining Right, Kareevlei Mining is obliged to provide a bank guarantee to the DMR of
an amount to be determined at that time, in order to release Diamond Resources’ present guarantee of
R360,000.
Equipment Agreement
On the exercise of the Kareevlei Option, Diamond Resources and Kareevlei Mining are to enter into the
Equipment Agreement, under which Diamond Resources sells and Kareevlei Mining purchases used mining
plant and equipment listed in the Equipment Agreement for a consideration of R3,000,000 plus SA VAT
payable under the terms of the Supplemental Agreement. On Admission, the Company then collects the
equipment and becomes responsible for storage, maintenance, insurance and security. The sale is also
conducted on a ‘voet stoots’ (“as is, where is”) basis.
Further details of the Kareevlei Option Agreement, Supplemental Agreement, Mining Agreement and
Equipment Agreement are set out in paragraphs 12.3.1, 12.3.2, 12.3.3 and 12.3.4 of Part VI of this
document.
12. Overview of the diamond industry
Natural diamonds are among the world’s most precious natural resources, in 2011, 124 million carats of
rough diamonds valued at US$15 billion were produced. The rough diamond industry has seen a near
continuous decline in production since 2005, when 177 million carats were produced. This drop in supply
has been caused by a number of factors ranging from technical problems, adverse meteorological events,
falling reserves and a lack of new discoveries of diamondiferous deposits.
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Figure 5: Global Rough Diamond Production
The reducing supply to 2011 contrasts with increasing demand, predominantly from China and India, who
are still experiencing strong economic growth, albeit at a slower rate than prior to the global financial crisis.
As wealth and disposable income in both countries increases, diamond sales are booming, with China now
the second largest diamond jewellery market after the United States, and both China and India recording
double digit growth in demand as consumer adoption of Western gifting practices such as diamond rings
for engagements become expected and the social norm for the more affluent.
China in particular has seen significant growth in the diamond jewellery market, averaging 32 per cent.
per year since 2005, resulting in around 90 per cent. of affluent households, defined as those having a
household income of more than US$15,000, owning at least one piece of diamond jewellery. This growth
has outstripped even that of luxury handbags which have averaged 25 per cent. growth and cars at 22 per
cent., resulting in diamond jewellery being China’s fastest growing discretionary purchase.
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Figure 6: Rough Diamond Pricing
The strong demand growth and supply constraints led to a significant increase in the price of rough
diamonds between 2009, the height of the financial crisis, and 2011. In 2012, pricing fell by approximately
14 per cent., with average prices on the open market recovering by between 5 per cent. and 12 per cent.
in the first half of 2013.
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At the start of the twentieth century, De Beers was the world’s leading diamond producer, accounting for
approximately 90 per cent. of the world’s rough diamond production and distribution. Over the past 20
years, the diamond industry has experienced significant structural changes, brought about by De Beers
changing its strategic focus, which has led to the market opening up with the introduction of additional
competition on the supply side from new producers. Today, the three major rough diamond producers are
Alrosa, De Beers and Rio Tinto, who together are responsible for more than 60 per cent. of global rough
diamond production, with smaller producers making up the balance.
London, Moscow and Antwerp are the main centres for the purchase and trade of rough diamonds, along
with, for locally produced diamonds, the tender houses of Kimberley and Johannesburg.
13.

Directors, Proposed Director and directors of the Company’s Subsidiary, Kareevlei Mining

Directors
Paul John Beck, aged 68, Non Executive Chairman, British/South African
Paul Beck was born and went to school in South Africa. He is a member of a well known South African
mining family and has experience in the real estate and natural resource sectors, in the UK, US and South
Africa. He was a founding Director and Chairman of Firstland Oil & Gas, which owned oil exploration assets
in the Falklands and oil and gas producing wells in the US. Mr Beck has undertaken projects with black
economic empowerment partners in South Africa, and has worked on tailings retreatment projects in the
region.
Christiaan (“Riaan”) Breytenbach Visser, aged 53, Chief Executive Officer, South African
Riaan Visser is a Chartered Accountant based in Kimberley, and is responsible for the day to day running
of the company and the finance function.
Riaan has been involved in diamond mining and tailings retreatment projects in the Kimberley area since
1995 and is currently CFO of Kimberley Consolidated Mines, formerly a Johannesburg Stock Exchange AltX
listed company, where he was appointed by shareholders to wind down the business following suspension
of trading of the company’s shares.
He holds a Bachelor’s Degree in Accounting Science from the University of South Africa and is a member
of the South African Institute of Chartered Accountants.
John Leslie Courtney Kilham, aged 57, Chief Technical Officer, South African/British
John Kilham is a geologist with 33 years of experience, 27 of which he spent with De Beers and most
recently was responsible for resource evaluation projects in Kimberley. He has particular experience in
resource estimation, open cast diamond mining, tailings retreatment and diamond recovery plant and
machinery.
He is a member of the Geological Society of South Africa, a certified professional of the South African Council
for Natural Scientific Professions (SACNASP) and is qualified as a competent person. He holds a Masters
degree in Geology, has dual South African and British nationality and is based in Kimberley, South Africa.
John will assume technical responsibility for the implementation of the Group’s mining plan.
Andries (“André”) Thomas Markgraaff, aged 56, Non Executive Director, South African
André Markgraaff started his business career in 1987 following a successful career playing rugby and is
now based in Kimberley and Stellenbosch, South Africa. He has been awarded Northern Cape Business
Man of the year, and in 2005, he was awarded first place overall in the category “Northern Cape leaders
and achievers – Outstanding service and contribution to the Northern Cape economy by a business
person” by Professional Management Review (PMR), a business publication which issues annual awards
for achievement in business in South Africa.
Jonathan Stuart Quirk, aged 61, Non Executive Director, British
Jonathan Quirk qualified as a Chartered Accountant and has worked in the financial services sector since
1974 for, among others, Morgan Grenfell and Deutsche Bank in their capital markets divisions. In 1997 he
became a founding director of Cairnsea Investments Ltd, an investment company, where for the last 15
years he has specialised in investing in quoted and unquoted smaller companies, particularly in the financial
and more recently the natural resources sector.
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Proposed Director
Timothy (“Tim”) Grahame Leslie, aged 47, Non Executive Director, British
Tim Leslie has worked in the financial markets for over 25 years. He joined Paribas in 1986 and since has
worked for JPMorgan, HSBC and then at Donaldson Lufkin & Jenrette (“DLJ”). In 2000, DLJ was bought by
Credit Suisse and Tim left to join the hedge fund Moore Capital Management LLC as a portfolio manager.
In 2003 Tim launched a new fund at Moore Capital, the Moore Credit Fund, for which he was the Chief
Investment Officer. Tim left Moore Capital in 2008 and launched James Caird Asset Management LLP with
assets under management of USD3.6bn as at launch. In 2011, Tim founded JCAM investments Ltd to run
a family office and make longer term investments.
Kareevlei Mining
Riaan Visser, Timothy Leslie and William van Wyk are directors of the Company’s Subsidiary, Kareevlei
Mining.
William (“Willie”) Alexander van Wyk, aged 54, South African
Kareevlei Mining’s BEE Partner is Ghaap Mining, a company wholly owned by William van Wyk. Mr van Wyk
is an experienced diamond mining plant engineer with 26 years service with De Beers. He has particular
expertise in the manufacturing, design, and maintenance of diamond recovery machinery and will be
actively involved in Kareevlei Mining’s operations.
14. Summary of Financial Information
The tables below summarise the Company’s financial performance since incorporation extracted without
material adjustment from the historical financial information on the Company contained within Part IV.B of
this document.
11 October 2012
to 31 March 2013
£’000

Summary income statement
Other expenses

(152)

Operating loss and loss before tax for the period

(152)
-

Taxation
Loss and total comprehensive income for the period

(152)

The expenses incurred by the Company from incorporation to 31 March 2013 related primarily to costs
in respect of research into potential investment and/or acquisition targets (including travel expenses), and
legal and other professional costs related to the admission to the ISDX Growth Market.
As at 31 March 2013 the Company had net assets of £0.3 million comprising:
31 March 2013
£’000

Summary statement of financial position

-

Total non-current assets

473

Current assets
Current liabilities

(149)

Total net assets

324

Total equity

324

Kareevlei Mining
Kareevlei Mining is a newly incorporated company, which has not traded and has not entered into any
material transactions other than those set out in paragraph 12 of Part VI of this document and therefore
summary financial information is not available.
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15. Current Trading and Future Prospects
The Company has not traded since its incorporation save for the incurring of costs relating to the ISDX
Admission, due diligence in relation to potential acquisitions (including the Kareevlei Tenements) and
expenses in relation to Admission. In order to keep overheads low, the Directors and the Proposed Director
have not received any remuneration from the date of incorporation to Admission.
Cash and cash equivalents at bank as at 31 July 2013 was approximately £224,000. Since the execution
of the Kareevlei Option Agreement on 23 April 2013, the Company has been focussed on investigating the
Kareevlei Tenements and completing the Acquisition.
Prospects for the Group
Save as described in Parts I, IV and VI of this document, there has been no significant change in the
financial position of the Company since 31 March 2013.
Following Admission, the Group’s focus will be the development of the Kareevlei Tenements, with the
intention that production will commence within four months following Admission. The Enlarged Board
intends to continue to review other potential projects if opportunities arise.
16.

Reasons for the Placing and Use of Proceeds

The gross proceeds of the Placing, being £1.31 million, will be used to purchase the Mining Right and the
Mining Equipment, to fund plant upgrade, plant refurbishment, mine set up costs, the development of pipe
K1, costs of Admission and working capital requirements of the Group, as follows:
Use of funds

(£)

(ZAR)

55,556

850,000

196,078

3,000,000

Environmental rehabilitation guarantees

23,529

360,000

Plant refurbishment and initial plant upgrade

98,039

1,500,000

Mine set up costs

130,719

2,000,000

Discretionary plant upgrade

130,719

2,000,000

Working capital and costs relating to Admission

676,859

10,335,938

1,311,499

20,065,938

Purchase of Mining Right
Purchase of the Mining Equipment

Total

17. Details of the Placing
The Company has conditionally raised £1.31 million, before expenses (£0.96 million net of expenses),
through the Placing being undertaken by SP Angel of 18,735,703 Placing Shares at 7 pence per Placing
Share. The Placing Shares will represent approximately 59.4 per cent. of the Enlarged Share Capital on
Admission.
On 19 August 2013, the Company, the Directors and SP Angel entered into the Placing Agreement
pursuant to which SP Angel agreed, subject to certain conditions, to use its reasonable endeavours to
procure subscribers for Placing Shares pursuant to the Placing. Under the Placing, the Placing Shares have
been conditionally placed with existing shareholders and other investors.
Paul Beck, Jonathan Quirk and Timothy Leslie have subscribed for 200,000, 428,571 and 4,285,714
Placing Shares, respectively. Immediately following Admission, the Enlarged Board and their immediate
families are expected to hold in aggregate 8,382,785 Ordinary Shares amounting to approximately 26.6 per
cent. of the Enlarged Share Capital on Admission.
The Placing is subject to the satisfaction of conditions contained in the Placing Agreement, including
Admission occurring on or before 4 September 2013 (or such later date as SP Angel and the Company
may agree, being not later than 18 September 2013). The Placing Agreement contains provisions entitling
SP Angel to terminate the Placing (and the arrangements associated with it) at any time prior to Admission
in certain circumstances. If this right is exercised, the Placing will lapse, any monies received in respect of
the Placing will be returned to applicants without interest and Admission will not occur.
The Placing Shares will rank, on issue, pari passu in all respects with the Existing Ordinary Shares of
the Company including the right to receive all dividends and distributions paid or made in respect of the
Ordinary Shares. The Placing Shares will be issued free from all liens, charges and encumbrances.
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Further details of the Placing Agreement are set out in paragraph 12.2.2 of Part VI of this document.
18. Share Options
The Enlarged Board believes that the Company’s success is highly dependent on the quality and loyalty
of the current and future directors and employees. To assist in the recruitment, retention and motivation
of high quality directors and employees as necessary, the Company must have an effective remuneration
strategy. The Enlarged Board considers that an important part of this remuneration strategy is the ability to
award equity incentives and, in particular, share options.
The following Share Options have been granted to the Directors and the Proposed Director under the Share
Option Agreements as described in paragraph 9 of Part VI of this document:
Number of
Ordinary Shares
subject to
Share Options

Percentage
of Enlarged
Share Capital
subject to Share
Options

André Markgraaff

472,876

1.5

John Kilham

472,876

1.5

Jonathan Quirk

945,750

3.0

Paul Beck

472,876

1.5

1,891,502

6.0

472,876

1.5

4,728,756

15.0

Directors/Proposed Director

Riaan Visser
Timothy Leslie
Total

The Share Options are exercisable at any time up to five years after Admission. The Option Shares under
each Share Option are divided into three equal tranches of one third. The exercise price that is to be paid on
subscription for Ordinary Shares on the exercise of the Share Options is to be applied at different rates for
each tranche of the Option Shares. For the first portion of one third of the Share Options the exercise price
is 18p per share. For the second third of the Share Options, the exercise price will be 40p per share. For the
remaining third of the Share Options, the exercise price will be 55p per share.
Further details of the Share Option Agreements are set out in paragraph 9 of Part VI.
Future grants of Share Options
The Enlarged Board intends that a maximum of 15 per cent. of the issued share capital of the Company (as
enlarged) from time to time will be under option.
19. Corporate Governance and Internal Controls
The Company is not required to comply with the provisions of the UK Corporate Governance Code.
However, the Enlarged Board recognises the importance of sound corporate governance and will take
appropriate measures to ensure that the Company complies with the main provisions of the UK Corporate
Governance Code, as far as practicable and to the extent appropriate given the Company’s size, assets,
liabilities and other relevant information.
The Company will hold regular board meetings throughout the year at which reports relating to the Group’s
operations, together with financial reports will be considered. The Enlarged Board is responsible for
formulating, approving and reviewing the Group’s strategy, budgets, major items of expenditure and senior
personnel appointments.
Audit Committee
The Company has established an audit committee, which comprises Paul Beck, André Markgraaff and
Jonathan Quirk, being non-executive members of the Board, with Jonathan Quirk appointed as chairman.
The audit committee’s main functions include, inter alia, reviewing and monitoring internal financial control
systems and risk management systems on which the Company is reliant, considering annual and interim
accounts and audit reports, making recommendations to the Enlarged Board in relation to the appointment
and remuneration of the Company’s auditors and monitoring and reviewing annually their independence,
objectivity, effectiveness and qualifications.
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Remuneration Committee
The Company has established a remuneration committee, which comprises Paul Beck, André Markgraaff
and Jonathan Quirk, is chaired by Jonathan Quirk, and meets as often as required to enable the remuneration
committee to fulfil its obligations to the Company. The remuneration committee will be responsible for
reviewing the performance of the Chairman and the executive directors and for setting the scale and
structure of their remuneration, paying due regard to the interests of Shareholders as a whole and the
performance of the Group. The remuneration committee will also approve the design of and determine
targets for any performance-related pay schemes operated by the Company.
Nominations Committee
The Company has established a Nominations Committee which comprises Paul Beck, André Markgraaff
and Jonathan Quirk, is chaired by Jonathan Quirk, and meets when required. The Nominations Committee
will consider the selection and re-appointment of board members. It will identify and nominate candidates to
fill board vacancies and review regularly the structure, size and composition (including the skills, knowledge
and experience) of the board and make recommendations to the board with regard to any changes.
Share dealing code and AIM Rule compliance policy
The Company has adopted a model code for share dealings in Ordinary Shares which is appropriate
for an AIM company, including compliance with Rule 21 of the AIM Rules for Companies relating to the
Enlarged Board’s and employees’ dealings in Ordinary Shares. The Company has also adopted an AIM
Rules compliance policy with effect from Admission.
Independence of Non-executive Directors
The Company has departed from certain aspects of the guidelines set out in the UK Corporate Governance
Code and the QCA Guidelines in that non-executive directors have been granted options. Share Options
granted to the Enlarged Board are not subject to performance criteria. Details of the Share Options granted
to the Enlarged Board and their terms, are set out in paragraph 9 of Part VI of this document.
20. Enlarged Board’s interests, lock-in and orderly market agreements
The Enlarged Board’s aggregate interests in Ordinary Shares following Admission will amount to 8,382,785
Ordinary Shares representing approximately 26.6 per cent. of the Enlarged Share Capital and Share Options
over a further 4,728,756 Ordinary Shares under the Share Option Agreements further details of which are
set out in paragraph 9 of Part VI of this document.
The Enlarged Board, Front Square Securities Limited (a company wholly owned by Paul Beck and his wife,
Marja Beck), Sarah Leslie (the wife of Timothy Leslie) and Mark Poole (being a substantial shareholder
as defined by the AIM Rules) who will hold in aggregate 13,668,499 Ordinary Shares representing 43.4
per cent of the Enlarged Share Capital have agreed not to dispose of any interests in Ordinary Shares
within a period of 12 months following Admission (the “Lock-In Period”), save subject to certain specific
circumstances permitted by the AIM Rules (the “Lock-in Agreements”).
Furthermore, each of the locked-in shareholders referred to above has undertaken to the Company and SP
Angel, not to dispose of their Ordinary Shares for a period of 12 months after the end of the Lock-In Period
without consulting SP Angel (or such other broker as may be appointed by the Company from time to time).
The Enlarged Board and the other shareholders referred to above have entered into the Lock-in Agreements
that supersede the lock-in agreements that were entered into at the time of admission to the ISDX Growth
Market in March 2013. At that time other shareholders entered into lock-in agreements in which they
agreed to restrict the sale of their existing ordinary shares. Those shareholders are not required to enter
into new lock-in agreements under the AIM Rules as a result of Admission but the restrictions imposed by
the earlier lock-in agreements continue to apply.
21. Settlement and CREST
Settlement of transactions in the Ordinary Shares following Admission may take place within CREST if relevant
Shareholders so wish. CREST is a paperless share transfer and settlement system which allows shares and
other securities to be held in electronic rather than paper form. CREST is a voluntary system and holders of
Placing Shares who wish to receive and retain share certificates will be able to do so. It is anticipated that
certificates in respect of any Placing Shares held in certificated form will be despatched by 11 September
2013.
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22. Dividend Policy
The Enlarged Board intends to commence the payment of dividends when it becomes commercially prudent
to do so. The Company does not plan to pay cash dividends on the Ordinary Shares for the foreseeable
future although this will be reviewed periodically by the Enlarged Board. The payment of dividends will be
subject to the availability of financial resources and having regard to the need to retain sufficient funds to
finance the development of the Company’s activities. The Company may need to retain funds to finance
the requirements of the Group.
23. Social, Ethical and Environmental Responsibilities
The Company believes in supporting the local community and working closely with all communities that
it engages with during the exploration and development process. The Group intends to hire local labour
wherever possible to support exploration and operations in the field and provide accident cover and medical
treatment for workplace accidents. The Company believes in developing relationships with local communities
in the project areas and providing employees with suitable training to provide a positive local impact.
The Group is committed to causing the minimum environmental impact during all stages of development
of the Kareevlei Kimberlites. The Group’s activities will be designed to be low impact, environmentally
friendly and ecologically sound. The Group will endeavour to operate in full conformity with South African
environmental regulations and guidelines.
Upon acquiring the Mining Right, the Company’s Subsidiary, Kareevlei Mining, will moreover be bound by
the obligations imposed on Diamond Resources as the current holder of the Mining Right, in the Social
and Labour Plan (“SLP”) approved in 2007 which forms part of the Mining Right, unless or until the SLP is
reviewed and amended with the approval of the DMR. The existing SLP makes provision for a wide range
of human resource development initiatives, as well as procurement, enterprise development and social
projects and programmes supportive of the local community in the project area to be implemented over
the term of the Mining Right, which the Company, through Kareevlei Mining, will continue to support. The
total estimated cost of the social development spend committed by Diamond Resources in the current SLP
is approximately R500,000 per annum, totalling some R10.5 million over the then-projected 21-year life of
mine of the Kareevlei Tenements.
24. The Bribery Act
The Government of the United Kingdom has issued guidelines setting out appropriate procedures for
companies to follow to ensure that they are compliant with the UK Bribery Act 2010. The Company has
conducted a risk review into its operational procedures to consider the impact of the UK Bribery Act
2010 and the Enlarged Board will adopt an anti-bribery policy on Admission. The Company will implement
appropriate procedures, including arranging training for the Enlarged Board, employees and consultants in
order to comply with the legislation.
25. The Takeover Code
The Panel has confirmed that the Takeover Code does not currently apply to the Company as the ISDX
Growth Market is not a regulated market and the Company is not currently considered by the Panel to
have its place of central management and control in the United Kingdom, the Channel Islands or the Isle
of Man. In addition, the Company will not be subject to the Takeover Code on Admission. The Company
will however become subject to the Takeover Code from 30 September 2013, when the Takeover Code’s
residency test is abolished in respect of UK multilateral trading facility companies (including AIM companies).
Under Rule 9 of the Takeover Code, any person who acquires an interest in shares (as defined in the
Takeover Code), whether by a series of transactions over a period of time or not, which (taken together with
any interest in shares in which he and persons acting in concert with him are interested) carry 30 per cent.
or more of the voting rights of a company which is subject to the Takeover Code, that person is normally
required by the Panel to make a general offer to all of the company’s shareholders to acquire the remaining
shares in that company not held by him.
Similarly, when any person, together with persons acting in concert with him, is interested in shares which
in aggregate carry not less than 30 per cent. of the voting rights of such a company but does not hold
shares carrying more than 50 per cent. of such voting rights, a general offer is required if any further interest
in shares are acquired by any such person or persons acting in concert with him.
An offer under Rule 9 must be in cash and at the highest price paid by the person required to make the
offer, or any person acting in concert with him, for any interest in shares of the company during the 12
months prior to the announcement of the offer.
35

Under the Takeover Code, a concert party arises where persons who, pursuant to an agreement or
understanding (whether formal or informal), co-operate to obtain or consolidate control of a company or to
frustrate the successful outcome of an offer for a company. Control means holding, or aggregate holdings,
of shares carrying 30 per cent. or more of the voting rights of the company, irrespective of whether the
holding or holdings give de facto control.
26. Shareholder notification and disclosure requirements
Shareholders are obliged to comply (where necessary) with the notification and disclosure requirements
set out in Chapter 5 of the DTR. The DTR can be accessed and downloaded from the FCA’s website at
http://fshandbook.info/FS/html/handbook/DTR/5. Shareholders are urged to consider their notification and
disclosure obligations carefully as a failure to make a required disclosure to the Company may result in
disenfranchisement.
27. Taxation
General information regarding UK taxation is set out in paragraph 13 of Part VI of this document. These
details are intended however only as a general guide to the current tax position under UK law. Shareholders
who are in doubt as to their tax position or who are subject to tax in jurisdictions other than the UK are
strongly advised to consult their own independent financial adviser.
28. Risk Factors
Your attention is drawn to the risk factors set out in Part III of this document. Potential investors
should carefully consider the risks described in Part III before making a decision to invest in the
Company.
29. General Meeting
The Acquisition is classed as a reverse takeover for the purposes of Rule 59 of the ISDX Growth Market
Rules for Issuers and is therefore conditional upon the approval of Shareholders. A notice convening a
general meeting of the Company, to be held at 9.00 a.m. on 3 September 2013 at the offices of SP
Angel Corporate Finance LLP, Prince Frederick House, 35-39 Maddox Street, London W1S 2PP, is set
out at the end of this document. At that meeting the Resolutions will be proposed in order to approve
the Capital Restructuring, obtain Shareholder approval for the Acquisition, grant powers of allotment and
disapplication of pre-emption rights in respect of the Placing and for the grant of Share Options, adopt new
Articles of Association and appoint Timothy Leslie as a director, conditional on Admission. Further details
of the Resolutions are set out below:
•

Resolution 1 is an ordinary resolution to approve the Capitalisation Issue of new Ordinary Shares of
0.01p by the capitalisation of amounts standing to the benefit of the share premium account;

•

Resolution 2 is an ordinary resolution to consolidate the Ordinary Shares of the Company on the basis
of one new Ordinary Share of 1p for each one hundred existing Ordinary Shares of 0.01p;

•

Resolution 3 is an ordinary resolution to approve the Acquisition for the purposes of the ISDX Growth
Market Rules and the AIM Rules;

•

Resolution 4 is an ordinary resolution to authorise the Directors under section 551 of the Act to issue
Ordinary Shares up to a limit of £281,932.15 in nominal value of the share capital of the Company;

•

Resolution 5 is a special resolution to authorise the Directors under section 570 of the Act to issue
Ordinary Shares for cash up to a limit of £281,932.15 of the share capital of the Company on a non
pre-emptive basis;

•

Resolution 6 is a special resolution to adopt new Articles of Association; and

•

Resolution 7 is an ordinary resolution to appoint Timothy Grahame Leslie as a Director with effect from
and conditional upon, Admission.

30. Capital Restructuring
At present the issued share capital of the Company consists of 12,789,338 Ordinary Shares of 0.01p each.
In order to increase the nominal value of the issued Ordinary Shares, the Enlarged Board has resolved
to restructure the ordinary share capital. As a first step the Company is to effect the Capitalisation Issue
by which a total of £126,614.4462 credited to the share premium account is to be applied in paying up
1,266,144,462 Ordinary Shares of 0.01p each, which Ordinary Shares are to be issued to the holders of
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Ordinary Shares on the register on 3 September 2013 (the “Record Date”) on the basis of 99 new Ordinary
Shares for each one Ordinary Share registered in the name of each shareholder on the Record Date. The
effect of the Capitalisation Issue will be to increase the number of Ordinary Shares held by each Shareholder
as at the close of business on 3 September 2013 by a factor of one hundred.
As a result a total of 1,278,933,800 Ordinary Shares will be in issue following the Capitalisation Issue. The
Enlarged Board consider that this number of Ordinary Shares in issue would be unduly high and that it
would be helpful to reduce the total number by way of the Consolidation. The effect of the Consolidation
will be to reduce the number of Ordinary Shares held by each Shareholder as at the close of business on
3 September 2013 by a factor of one hundred.
The total number of issued Ordinary Shares following the Capitalisation Issue and the Consolidation will be
12,789,338 Ordinary Shares of 1p each. The value attributed to each member’s holding as a proportion of
the total issued share capital will not be reduced as a result of the Capitalisation Issue and the Consolidation.
The existing ISIN, GB00B84H1764, will remain current and Euroclear’s records will be amended to reflect
the new nominal value. Certificated holders will receive new share certificates which are expected to be
despatched by 11 September 2013.
31. Articles of Association
The existing articles of association of the Company were adopted on the incorporation of the Company
and were considered suitable for a public company listed on the ISDX Growth Market. Certain adaptations
to the CREST Regulations and to the constitutional provisions introduced by the Companies Act have
occurred since adoption. Accordingly, the Enlarged Board proposes that new Articles of Association are
to be adopted to take account of these changes and to replace the existing articles of association. The
content of these new Articles of Association is summarised in paragraph 5 of Part VI of this document. The
new Articles of Association are to be adopted by a special resolution at the General Meeting (Resolution 6).
32. Action to be taken
Shareholders will find enclosed with this document a Form of Proxy for use at the General Meeting. Whether
or not you intend to be present at the General Meeting you are requested to complete, sign and return the
Form of Proxy to the Company’s Registrars, Share Registrars Limited, Suite E, First Floor, 9 Lion and Lamb
Yard, Farnham, Surrey GU9 7LL, as soon as possible but, in any event, so as to arrive by no later than
9.00 a.m. on 30 August 2013. The completion and return of a Form of Proxy will not preclude you from
attending the meeting and voting in person should you wish to do so.
33. Recommendation
The Directors and the Proposed Director consider that the terms of the Proposals are fair and reasonable
and are in the best interests of Shareholders and the Company as a whole. Accordingly, the Directors and
the Proposed Director recommend Shareholders to vote in favour of the Resolutions as they intend to do so
in respect of their own shareholdings, amounting in aggregate to 3,468,500 Ordinary Shares, representing
27.1 per cent. of the Existing Ordinary Shares.
34. Further information
The attention of investors is drawn to the information contained in Parts II to VI of this document
which provides additional information on the Company, and in particular Part III which set out
certain risk factors relating to the Company and the Proposals.

37

PART II: PRINCIPAL MINERAL AND MINING LEGISLATION IN SOUTH AFRICA
1.
Legal Framework
There are three spheres of government in South Africa, namely national, provincial and local government,
all of whom are competent to make legislation. The Constitution is the supreme law in South Africa. It
prescribes the competence of the government to make and administer laws on various matters, and
imposes an obligation on all spheres of government to co-operate with one another where their functions
and powers overlap. The legislation specifically providing for mining activities in South Africa is the Mineral
and Petroleum Resources Development Act No 28 of 2002 (MPRDA). The MPRDA recognises the State
as the custodian and guardian of all mineral resources within South Africa and aims to assist historically
disadvantaged persons by promoting equitable access to the country’s resources and allows equal access
to potential investors. The MPRDA regulates a number of matters including:
•

the prospecting for, processing, utilisation and disposal of minerals;

•

safety and health in the mining industry;

•

rehabilitation of land disturbed by exploration and mining, in addition to the National Environmental
Management, Act 107 of 1998 (as amended) (“NEMA”); and

•

the beneficiation, purchase, sale and export of diamonds are, additionally, regulated in terms of the
Diamonds Act, No 56 of 1986 (as amended) and the Diamond Export Levy Act, 15 of 2007.

The legal system in South Africa can be described as broadly transparent and enabling of participation.
The Broad Based Black Economic Empowerment Act came into operation on 21 April 2004 (BBBEEA),
and aims to establish a legislative framework for the promotion of black economic empowerment (BEE)
as a means to redress the inequalities of apartheid by giving previously disadvantaged groups (black
Africans, Coloureds, Indians and Chinese (declared “Black” in June 2008) who are citizens of South Africa)
(referred to as HDSAs) economic opportunities previously not available to them. It includes measures such
as employment equity, skills development, ownership, management, socio-economic development and
preferential procurement.
The Minister of Trade and Industry is empowered to issue codes of good practice and to publish transformation
charters. These codes and charters provide guidelines for stakeholders in the relevant sectors of the economy
to draw transformation charters for their sector. BEE is relevant across all sectors of South Africa.
Mining activities in South Africa are regulated by two branches of government, namely the Mine Health and
Safety Inspectorate of the Department of Mineral Resources (DMR) (represented in the various provinces
by Principal Inspectors), and the Mineral Regulation branch of the DMR which regulates the mining and
minerals industry by managing the administration and evaluation of prospecting and mining rights in the
respective provinces.
Before the commencement of prospecting or mining activities, a person needs to obtain the necessary
right. The nature of these rights, once registered, are limited real rights. An application for a permission,
right or permit to a mineral must be lodged by submitting an appropriate completed form, accompanied by
a prescribed plan of the land to which the application relates. Notice to, and consultation, with interested
and affected parties must take place upon lodgement of certain applications. On compliance with the
requirements for the granting of permissions, rights or permits, a delegate of the Minister or designated
agency of the Minister will grant the respective permissions, rights or permits. Registration of all prospecting
rights, mining rights, exploration rights or production rights must be finalised at the Mineral and Petroleum
Titles Registration Office within a prescribed time.
2.

Mining law and tenure

2.1 Introduction and historical perspective
Until 30 April 2004, South Africa had a dual system of common-law mineral rights entitling the holder to
prospect and mine for minerals and formal regulation through the Minerals Act, No 50 of 1991 (Minerals
Act). The Minerals Act provided for authorisations to prospect or mine in terms of prospecting permits or
mining authorisations, but these were granted only to the mineral right owner, or someone who had the
consent of the mineral right holder in respect of the relevant land in question. The MPRDA became law
on 1 May 2004 and repealed the Minerals Act. The MPRDA regulates the prospecting for, and optimal
exploitation, processing and utilisation of minerals, provides for historically disadvantaged persons to enter
the mineral and mining industry, and controls the rehabilitation of land disturbed by exploration and mining.
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2.2 Prospecting rights and mining rights
The MPRDA provides that South Africa’s mineral and petroleum resources are the common heritage of
all of the people of South Africa and that the State is the custodian of those resources for the benefit of all
South Africans.
Owing to the change brought about by the new MPRDA system, provision had to be made for a transition
from the common-law system as read with the Minerals Act, in which the role of the State was regulatory
in nature and in which the right to prospect and mine vested in the holder of the relevant mineral rights, to
the new regime which provides for the State to grant prospecting rights and mining rights. The MPRDA
contains transitional provisions that provide for the preservation and validity of certain old order rights that
were in force immediately before the MPRDA came into effect, for limited periods after the commencement
of the MPRDA. The prescribed transitional periods have since expired, and these transitional provisions
are largely of historic interest only save for applications for conversion thereunder which are still pending.
The mining right over the Kareevlei Tenements was granted to Diamond Resources as a “new-order” mining
right in terms of section 22 of the MPRDA, based on its “old-order” prospecting right, and not pursuant to
a conversion of such old-order right to a new-order right under the transitional provisions of the MPRDA.
The MPRDA seeks to facilitate participation by HDSAs in mining ventures and to ensure that unexploited
mining rights and prospecting rights are exploited by using the “use-it or lose-it” principle which has been
accepted and applied in many developed countries.
Complying with the BEE targets set by the South African Government is now a prerequisite for being
granted prospecting rights and mining rights.
Applicants for a mining right under the MPRDA must demonstrate that the granting of such right will:
•

substantially and meaningfully expand opportunities for HDSAs, including women, to enter the mineral
and petroleum industry in order to benefit from the exploitation of the nation’s mineral and petroleum
resources; and

•

promote employment and advance the social and economic welfare of all South Africans.

The Mining Charter (which was amended in 2010) and the scorecard relating to it, requires HDSA participation
in management at both junior and senior level and an ownership or equity participation by HDSAs at a
minimum of 15 per cent. by 2009 and 26 per cent. by 2014. The holder of a mining right must comply with
approved social and labour plans. This includes committing to projects in relation to local communities for
a period of 5 years after grant of the mining right that will be self-sustaining within that period. Furthermore,
the holder of a mining right must comply with its mining work programme, failing which consent must be
obtained to amend the mining work programme by way of application to the Minister of Mineral Resources.
2.3 Duration
A mining right is valid for the period specified in the right, which period may not exceed 30 years. A mining
right may be renewed for further periods, each of which may not exceed 30 years. A prospecting right is
valid for the period specified in the right, which may not exceed 5 years, and may be renewed once only
for a period of up to 3 years.
2.4 Environmental management
Applicants for a mining right are required to conduct an environmental impact assessment and submit
an environmental management programme for approval. Mining rights will only become effective once an
environmental authorisation has been issued. Environmental approvals are currently adjudicated, dealt
with and granted in terms of the MPRDA by the Ministry of Mineral Resources. Applicants for prospecting
rights are required to prepare and submit an environmental management plan and the prospecting right
will similarly become effective only after the environmental management plan has been approved and the
requisite environmental authorisation has been issued.
South Africa has progressively adopted a comprehensive national environmental regime under the overarching
provisions of NEMA. Specifically in relation to the minerals industry, parliament is in the process of finalising
wide-ranging legislative amendments to the MPRDA aimed at aligning the environmental regulatory regime
under the MPRDA with the provisions of NEMA, including the detailed regulations under NEMA dealing with
public participation and consultations in connection with any proposed environmental disturbances arising
from such operations. Pursuant thereto, it is envisaged that, for a limited transitional period of 18 months,
all new prospecting and mining right applications and renewals thereof will have to comply with the NEMA
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EIA Regulations, but that the competent authority will remain the DMR. Following the 18 month transitional
period, the Department of Environmental Affairs (“DEA”) will become the competent authority.
In terms of the MPRDA, the holder of a prospecting or mining right remains responsible for any environmental
liability, pollution or ecological degradation, and the management thereof, until the Minister has issued a
closure certificate to the holder concerned. Requirements for making financial provision for remediation of
environmental damage as well as for the issuing of a closure certificate are set out in the MPRDA and include
the requirement that financial provision must be in place before the relevant environmental authorisation is
issued. Amongst others, the proposed amendments to the MPRDA under discussion with industry seek
to extend such liability in perpetuity and to entitle the approving authority to retain any financial provision
indefinitely in order to address potential future remediation, despite the issue of a closure certificate.
Depending on the requirements of the mine and its environmental impacts, the mine may be required to
obtain other environmental authorisations, such as a Water Use Licence in terms of the National Water Act,
36 of 1998, a Waste Management Licence in terms of the National Environmental Management: Waste Act,
59 of 2008 and an Atmospheric Emissions License in terms of the National Environmental Management:
Air Quality Act, 39 of 2004. Other permits may also be required where the development of the mine may
affect the natural heritage objects or bio-diversity of the area. Whether or not the mine would require any
such additional licenses and permits will be determined during the EIA process.
2.5 The Mineral and Petroleum Resources Royalty Act
The Mineral and Petroleum Resources Royalty Act 28 of 2008 (the Royalty Act) was promulgated in
November 2008 and implemented from 1 March 2010.
The Royalty Act employs a formula which distinguishes between refined and unrefined minerals and
accordingly 2 royalty percentage formulae will be applied:
•

For refined minerals: Y (%) = 0.5 + (EBIT/gross sales x 12.5) x 100, capped at a maximum of 5%;

•

For unrefined minerals: Y (%) = 0.5 + (EBIT/gross sales x 9.0) x 100, capped at a maximum of 7%.

In the above formula Y (%) represents the mineral royalty percentage rate calculated on the transfer price
of the mineral. Rough diamonds are classified as an unrefined mineral for purposes of the Royalty Act, and
subject to certain exemptions, also attract a flat 5 per cent. export levy.
All trading in, the beneficiation and export of diamonds, both polished and unpolished, are furthermore
extensively regulated in terms of the Diamonds Act. South Africa is one of a handful of countries which
makes it a criminal offence to possess or deal in or with diamonds without holding the requisite permits
or licence. Both polished and unpolished diamonds (in whatever form) may furthermore only be traded
through approved and licensed diamond trading premises, between licensed producers and permitted
buyers and sellers, all of which falls under the jurisdiction of the office of the South African Diamond and
Precious Metals Regulator (“SADPMR”).
Unpolished diamonds may only be exported by a producer after being offered for sale through a diamond
exchange and export centre (DEEC”), of which only one has yet been established by the SADPMR,
located in Johannesburg. Local buyers will also require official clearance before being permitted to export
diamonds purchased in the domestic market. In addition, pursuant to a local beneficiation initiative, all
diamond producers are required to offer the State Diamond Trader (“SDT”) a representative sample of up
to 10 per cent., by value and carats, of each production run of its rough stones, before being entitled to
otherwise dispose of the diamonds concerned. The SDT regime has had uneven success in promoting and
supporting local beneficiation of South Africa’s diamonds and albeit an early focal point of the government’s
objective to promote downstream beneficiation in the South African minerals industry, continues to face
strong competition from more established secondary diamond cutting and polishing centres such as India,
Israel and Belgium.
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2.6 Occupational health and safety regulations of the mining industry
Occupational health and safety of all employees in the mining industry is governed by the Mine Health and
Safety, Act 29 of 1996 (“MHSA”) and its regulations, wherein both the rights and responsibilities of the
employer and the employees are outlined. The MHSA sets out in detail the steps that employers must take
to identify, assess, record, control and minimise health and safety hazards on mines in order to safeguard
the health and safety of mine employees and communities affected by mining operations.
The MHSA entrenches basic worker rights, notably the rights of workers to participate in health and safety
issues; the right to receive health and safety information; the right to receive an adequate supply of health
and safety equipment; the right to health and safety training and the right to withdraw from the workplace in
the face of danger. The MHSA further imposes certain reporting obligations on employers in regard to the
submission of health and safety statistics to the Mine Health and Safety Inspectorate.
Various other legislative enactments govern aspects of the health and safety of employees engaged
in mining operations, and must be read in conjunction with the provisions of the MHSA, including the
Explosives Act 26 of 1956; Firearm Control Act 60 of 2000; Foodstuffs, Cosmetics and Disinfectants Act
54 of 1972; Hazardous Substances Act 15 of 1973; Health Professions Act 56 of 1974; Medicines and
Related Substances Act 101 of 1965; the National Nuclear Regulator Act 47 of 1999; National Railway
Safety Regulator Act 16 of 2002; National Road Traffic Act 93 of 1996; Nursing Act 33 of 2005 and
Tobacco Products Control Act 83 of 1993.
2.7 Surface rights and use
The holder of a prospecting or mining right is entitled in terms of the MPRDA to access to and the use of
the surface area necessary or incidental for its prospecting and mining activities. This includes the right to
bring its personnel, plant and equipment onto the relevant landowner’s or occupier’s property, and certain
rights to use the natural water resources of the property, subject to the requirements of the National Water
Act, 1998. Notwithstanding, the holder of a prospecting right or mining right must consult with the owner/
occupier of the property prior to being granted any application for a right, and again before it gains access
to the property after being granted the relevant prospecting or mining right.
A surface rights owner has, in addition to its common-law rights, a statutory entitlement under the MPRDA
to be compensated by the rights-holder for any actual loss or damage it may suffer as a result of any
prospecting or mining activities on its property. It is as a general rule prudent for the rights-holder, so
as to obviate any dispute and resultant delays in the commencement of its operations, to negotiate an
appropriate surface rights usage or lease agreement with the relevant landowner/occupier of the property
on which it proposes conducting any prospecting or mining activities.
In terms of applicable regional or provincial land-use schemes, particularly where the land is zoned for
agricultural use, re-zoning of land specifically for mining purposes may be required before any mining
activities thereon may commence in certain provinces of South Africa. Re-zoning is a matter typically dealt
with at local authority level in the area. The affected landowner or local municipality are normally the only
competent applicants for a re-zoning approval and securing the support of the landowner for the proposed
mining operations may hence be critical. The application of local land-use ordinances and zoning schemes
is however uneven and any rezoning requirement should be verified in each particular case.
2.8 Cancellation
The Minister of Mineral Resources is empowered to suspend or cancel a prospecting right or mining
right if the holder is in breach of the provisions of the MPRDA or the terms and conditions of the relevant
prospecting right or mining right. Before the Minister may invoke the right to suspend or cancel the relevant
right the holder must however be notified thereof and afforded a proper opportunity to make representations
to the DMR.
2.9 Environmental laws
There are various laws and regulations controlling the environmental obligations of a mine operating within
South Africa.
The MPRDA requires every applicant for a mining right to submit an environmental management programme
(“EMPR”), based on a detailed Environmental Impact Assessment (“EIA”) of the proposed mining operations
which is compliant with NEMA. The preparation of such environmental management programme entails
establishing baseline information regarding the affected environment, and must investigate, assess and
evaluate the impact of the proposed mining operations on the environment as well as the socio-economic
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conditions of any person who may be affected thereby; must include the development of an environmental
awareness plan; and contain a description of manner in which the applicant/holder intends to modify,
remedy or control any activity or process which results in pollution or environmental degradation. The
EMPR must in addition comply with prescribed waste management standards. Any application for an
environmental authorisation pursuant to the proposed EMPR will not be considered by the Minister without
first receiving recommendations from both the Regional Mining Development Committee (“REMDEC”) and
comments from all other state departments charged with the administration of any law relating to matters
affecting the environment.
The MPRDA also requires holders of a mining right to:
•

rehabilitate the environment “to its natural or predetermined state or to a land use which conforms to
the generally accepted principle of sustainable development”; and

•

restore any environmental damage, pollution or ecological degradation as a result of its mining
operations and which may occur inside and outside the boundaries of the area to which such right
relates.

Compliance with the requirements of the MPRDA is monitored on a regular basis and any non-compliance
may attract significant penalties.
In terms of the MPRDA, mining right holders are required to make financial provision for the rehabilitation,
management and closure of the environmental impacts of the mine. Should a holder not rehabilitate the
environment or fail to restore any environmental damage, the DMR may use and apply the financial provision
to rehabilitate such impact. Rehabilitation of the mine should take place both during and after the active life
of exploration and mining activities.
Numerous licences are required in terms of other applicable environmental laws for operations ancillary to
mining, such as building works, waste/discard disposal, water use, atmospheric emissions, as well as the
use of explosives.
Any delays in obtaining such approvals may result in the delay of the commencement of mining activities.
2.10 Black economic empowerment
The BEE requirements in the South African mining industry arise from the equality provisions of the
Constitution and the MPRDA.
As noted in paragraph 1 above, the Mining Charter aims at facilitating the participation of historically
disadvantaged South Africans (HDSAs) in the mining and minerals industry, by providing specific targets
that must be met by 2014 in order to effect the equitable transformation to HDSAs and promote sustainable
development and growth of the industry the most significant element of which is the ownership requirement
stipulating that mines must commit to obtaining 26 per cent. effective ownership by HDSAs by 2014.
The Mining Charter also requires that all holders of mining rights procure a minimum of 40 per cent. of its
capital goods, 50 per cent. of its consumer goods and 70 per cent. of its services from BEE entities (an entity
of which a minimum of 25 per cent. + 1 vote of share capital is directly owned by HDSAs). Further, holders
of mining rights need to ensure that all multinational suppliers of capital goods contribute 0.5 per cent. of
annual income generated from domestic South African mining companies into a social development fund
in order to promote the socio-economic development of local communities.
In furtherance of employment equity targets, mines must reach 40 per cent. HDSA representation at all
levels of management and core skills by no later than 2014.
A holder of a mining right is also required to invest at least 5 per cent. of its annual payroll in essential
skills development activities reflective of the demographics. The holder should also, in consultation with
organised labour, facilitate the home ownership options of all mineworkers. Lastly, a holder of a mining
right must implement policies on sustainable development commitments which cover aspects such as the
improvement of environmental management as well as health and safety performance.
In order to ensure that mining right holders adhere to the provisions of the Mining Charter, the MPRDA
requires all such holders to report their level of compliance on an annual basis. To this end, the DMR has
also published a mining scorecard which provides a framework for measuring compliance with the Mining
Charter. The scorecard measures three core elements: (1) direct empowerment through ownership and
control of enterprises and assets; (2) human resource development and employment equity; and (3) indirect
empowerment through preferential procurement and enterprise development.
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Non-compliance with any of the above provisions of the Mining Charter will render the mining right holder
in breach of the MPRDA which may attract strict consequences such as the suspension or cancellation of
the relevant prospecting or mining right.
3.
Foreign investment laws
Under the new Companies Act, No 71 of 2008 (which became effective in May 2011) (Companies Act)
certain transactions concluded by public limited liability companies and certain private companies (each
hereinafter a “regulated company”) are subject to the approval of the Takeover Regulation Panel (Panel).
These transactions involve, amongst other things, the disposal of all or the greater part of the assets
or undertaking of a regulated company, an amalgamation or merger, a scheme of arrangement and a
mandatory offer (“affected transactions”).
A private company will be a regulated company if, during the period of 24 consecutive months prior to
the affected transaction, more than 10 per cent. of the issued securities of such private company were
transferred, other than to or between related or inter-related parties; or the company’s memorandum of
incorporation stipulates that it is subject to the Takeover Regulations.
Companies incorporated in South Africa are allowed to invest up to ZAR500 million abroad per calendar
year and will only require the approval of the exchange control division of an authorised dealer (i.e. an
approved local commercial bank). The percentage of voting rights to be acquired in the foreign target entity
should be a minimum of 10 per cent.. Any investment exceeding ZAR500 million in a foreign target entity will
require approval by the Financial Surveillance Department (also known as the Exchange Control Department
(Excon) of the South African Reserve Bank (SARB). Inward investments by non-residents similarly require the
approval of Excon – both in respect of equity investments and/or lending arrangements. These approvals
ensure free repatriation of the investments, remittance of dividends off-shore and repayment of loans and
interest.
Exchange control regulations are intended to prevent or neutralise any adverse fluctuations in the foreign
exchange rate and foreign reserves of South Africa. Excon considers applications regarding inward
investment, whereby non-residents may freely invest in or disinvest from the country.
Prior exchange control approval is required for a South African resident, which includes the Company’s
Subsidiary, Kareevlei Mining, to raise foreign loans (whether from its shareholders or otherwise), as well as
for the granting of local financial assistance to non-residents or to entities in respect of which 75 per cent.
or more of the shares or voting rights are held by non-residents.
In terms of the Financial Intelligence Centre Act, Act 28 of 2001 (FICA), an anti-money laundering regulatory
body and various mechanisms to combat money-laundering activities has been established since 2003 in
South Africa, which imposes stringent customer identification and verification obligations on all accountable
institutions or persons that may be exploited for money-laundering purposes, such as banks, estate agents,
attorneys and the like.
4.
Taxation applicable to South African mining companies
The South African Income Tax Act, No 58 of 1962 (Tax Act) contains specific provisions relating to resident
tax payers engaged in mining operations in South Africa. The main differences between the tax obligations
of mining companies and other tax payers relate to the treatment of capital expenditure and to the different
rates of tax applicable to companies earning income from certain minerals.
Specific mining tax provisions allow mining companies to deduct all capital expenditure (as defined in
the mining tax provisions) incurred in any one year, limited to taxable income derived from mining. The
aggregate capital expenditure (after reducing the capital expenditure amount by the proceeds from the
disposal of mining assets) in respect of any year of assessment may be set-off against the income derived
by that taxpayer from its mining operations. The taxpayer is, however, required to first set-off mining income
against any balance of an assessed mining loss incurred by the taxpayer in relation to the mine concerned
brought forward from any previous year of assessment.
Capital expenditure incurred in relation to a mine may, as a general rule, only be deducted against taxable
income derived from mining. It is therefore imperative for mining companies to identify and separately
account, for income tax purposes, for its mining operation income, and income from other non-mining
activities and manufacturing activities. In order for income to be classified as mining income, there needs to
be a causal nexus between the mining source and the income. Any unutilized capital expenditure may be
carried forward to the following year of assessment as unredeemed capital expenditure and set-off against
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mining income generated in subsequent years of assessment. In certain circumstances capital expenditure
within one entity may be transferred to other mining operations within the same entity.
Capital expenditure includes, inter alia, expenditure incurred in respect of shaft sinking, mine equipment,
development and general administration and management, mine housing, mining rights, the disposal of any
low cost residential unit of a mining company to an employee, interest and other charges payable on loans
utilized to acquire fixed assets utilized for mining purposes. Capital expenditure is deductible in full against
any mining taxable income for that year of assessment. If assets, in respect of which the above allowance
has been claimed, are sold, the full amount of proceeds is included in the gross income.
The Tax Act provides for a deduction of any expenditure incurred during the year of assessment in respect
of prospecting operations conducted within South Africa. This is an exception, as costs incurred in respect
of obtaining licences and the like, are of a capital nature and are therefore generally non-deductible.
Mining companies are required to rehabilitate areas where mining has taken place on conclusion of the
mining activities. Mining companies are therefore required, during the life of the mine, to make ongoing
provision for such rehabilitation expenses. Subject to compliance with certain rules and regulations, monies
paid to an approved rehabilitation trust fund in terms of the applicable trust deed are allowed as a deduction
against taxable mining income. Expenditure incurred on an ongoing basis in respect of rehabilitation is
deductible in the year of assessment in which the expenditure is incurred.
As indicated above, following the introduction of the MPRDA, all mineral resources vest in the state as
the custodian on behalf of South African citizens. In order to compensate the state (as custodian) for the
country’s permanent loss of non-renewable resources, a consideration for the exploitation of all mineral
resources is payable to the state in the form of royalties. The Royalty Act and the Mineral and Petroleum
Resources Royalty Administration Act No 29 of 2008 (Royalty Administration Act) were introduced to
govern the payment of such royalties. In calculating the royalty payable, the Royalty Act distinguishes
between refined and unrefined mineral resources, as set out in Schedule 1 and 2 of the Royalty Act.
There is speculation that, following the government’s declared intention of imposing restrictions on certain
strategic and other minerals in order to encourage local investment in downstream beneficiation industries,
the royalty regime may be modified in certain respects.
The Securities Transfer Tax Act No 25 of 2007 provides for securities transfer tax to be levied on the
transfer of any security at a tax rate of 0.25 per cent. of the taxable amount of that security.
Since 1 April 2012, all dividends on South African shares are taxed at a rate of 15 per cent., which is levied
against the shareholders, subject to the provisions of any applicable double-taxation agreements between
South Africa and the shareholder jurisdiction to which such dividends are payable.
South African residents, within certain limited exceptions, are furthermore taxed in principle on their
worldwide income, which includes income deriving from any controlled foreign companies (being a foreign
registered company in which South Africans individually or collectively own more than 50 per cent. of the
shares).
South Africa’s income tax system until very recently provided for a blanket tax exemption on all interest
payable to foreign residents. With effect from 1 July 2013, subject again to certain limited exemptions,
interest that accrues (or is deemed to accrue) to, is received by or becomes payable to foreign residents
will be subject to a 15 per cent. withholding tax, unless the recipient is otherwise subject to normal South
African tax. Whilst the liability for such tax is ultimately that of the beneficial owner, the resident interest
payor will from 1 July 2013 be obliged to withhold such tax and pay same over to the Revenue Authorities
at the end of the month following the month in which the interest is paid or becomes due and payable (but
not when it accrues). The 15 per cent. withholding tax rate must however be reduced if the non-resident to
whom or for whose benefit the interest payment is made has in the prescribed form submitted a declaration
to the South African Revenue Authorities that the interest is subject to a specified reduced rate as a result
of the application of a double taxation agreement.

44

PART III: RISK FACTORS
An investment in the Ordinary Shares of the Company involves a high degree of risk. Prospective
investors should carefully consider all of the information in this document, including but not limited
to the following general and business specific Risk Factors, before deciding whether to invest in the
Company. The Directors and the Proposed Director consider the following risks and other factors to
be most significant for potential investors but the risk factors set out below do not necessarily form
an exhaustive list of risks that may be faced by the Company and are not set out in any particular
order of priority. Potential investors should also consider additional risk factors relevant to their
particular circumstances.
If any of the events described in the following risk factors actually occur, the Group’s business,
financial condition, results or future operations could be materially adversely affected. In such a
case, the price of the Ordinary Shares could decline and investors may lose all or part of their
investment. Additional risks and uncertainties not presently known to the Enlarged Board, or which
the Enlarged Board currently deem immaterial, may also have an adverse effect upon the Company.
Company-specific Risks
Transfer of Mining Right
The transfer of the Mining Right from Diamond Resources to Kareevlei Mining, under the Mining Agreement,
is conditional on Ministerial Consent to the cession and transfer of the Mining Right under section 11(1) of
the MPRDA.
There can be no guarantee that such transfer of the Mining Right to Kareevlei Mining will occur and if the
transfer occurs there can be no guarantee as to the point in time at which the Mining Right will transfer.
Under the Mining Agreement, until such time as Ministerial Consent under the MPRDA is granted, Kareevlei
Mining shall be entitled to conduct Trial Mining Operations where the amount of material mined by it is
limited to successive tranches amounting to 88,000 tonnes in total (or such higher amount as the parties
to the Mining Agreement may agree).
Under the Mining Agreement, Kareevlei Mining is entitled to mine an amount not exceeding 20,000 tonnes
in aggregate during the first six month period following inception of the Mining Agreement. Kareevlei Mining
may elect to extend the Trial Mining Operations by a further tranche of 20,000 tonnes and two successive
tranches of 24,000 tonnes of bulk sample. Kareevlei Mining is obliged to furnish Diamond Resources in
advance with a cash deposit or bank guarantee in its favour for the estimated costs of rehabilitating the
Kareevlei Tenements arising from such increased mining operations. In addition, to the extent required, all
necessary amendments to the mining work programme and/or environmental management programme
attaching to the Mining Right that may be required in order to entitle Kareevlei Mining to undertake such
increased operations must have been effected, at Kareevlei Mining’s sole cost, and been approved by
the DMR. There can be no guarantee that Kareevlei Mining will have sufficient working capital for the
necessary rehabilitation costs or that the DMR will approve any or all of the amendments to the mining work
programme and/or environmental management programme.
Under the Mining Right, Diamond Resources is technically in breach of certain of its obligations to commence
and maintain mining operations in accordance with the approved Mining Work Programme. On 15 August
2013, Diamond Resources was directed by the DMR to rectify its failure to submit its outstanding annual
“Mining Charter” report for the 2012/2013 year, which was due by 28 March 2013 (being 3 months since its
last annual performance report in December 2012), by submitting such report by no later than 27 September
2013, together with an explanation for its delay in submitting the same. This annual report is required to detail
the extent of a right holder’s compliance with the provisions of section 2(d) and (f) of the MPRDA, the Mining
Charter and its approved Social and Labour Plan, to enable the DMR to monitor the holder’s compliance
with its black economic empowerment obligations and commitments under its Mining Right, in the light of
the broader objectives of the MPRDA to meaningfully expand opportunities for historically-disadvantaged
South Africans to participate in the mining industry and benefit from the exploitation of its mineral resources.
Diamond Resources’ failure to submit such report timeously is in contravention of Section 28 (2)(c) of the
MPRDA and the provisions of clauses 18.1 and 18.2 of the Mining Right.
Diamond Resources has already instructed its consultant, in consultation with BlueRock’s management,
to prepare the outstanding Mining Charter report and both parties are taking all necessary steps to ensure
that this outstanding report, as well as the section 11 application to transfer the Mining Right to Kareevlei
Mining, will be submitted in advance of the deadline of 27 September 2013.
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Non-compliance with this directive may lead to the suspension of the mining activities under the Mining
Right in terms of section 93 (1) (b) (ii) of Act 28 of 2002 and/or cancellation of the Mining Right in terms of
section 47 of Act 28 of 2002. Before suspending or cancelling a Mining Right, the Minister is obliged to
give the holder written notice of such intention and afford it a reasonable opportunity to show why the right
should not be suspended or cancelled.
If any of the above factors in isolation or together should occur, the Group’s operations and business could
be materially adversely affected.
Limited operating history
As a result of its limited operating history, the Group is subject to all the risks associated with the operations
of a developing business. The Group’s prospects may be jeopardised by the type of difficulties that often
affect businesses in the early stages of their development. The Group has not earned income to date and
there is no assurance it will do so in the future. There can be no guarantee the Group will move into overall
profitability or, if it attains profitability, will remain profitable.
There can be no guarantee that the Kareevlei Tenements will be successfully exploited or managed by
the Group and the Group’s success will be dependent on the Enlarged Board’s ability to implement the
Group’s strategy, generate cash flow from the Kareevlei Tenements and access equity capital markets. The
Group will not generate any material income until mining has successfully started.
Mining, Exploration and Development Risks
The successful exploration and development of kimberlite deposits is speculative and subject to a number
of uncertainties which even a combination of careful evaluation, experience and knowledge may not
eliminate. There is no certainty that the expenditure made or to be made by the Group in the exploration
and development of its mineral properties or properties in which it has an interest will result in the discovery
of mineralised materials in commercial quantities and commercial viability will also depend on the diamond
price and regulatory obligations. Most exploration projects do not result in the discovery of commercially
mineable deposits. While discovery of diamond bearing structures may result in substantial rewards, few
properties that are explored are ultimately developed into producing mines. It is impossible to ensure that
exploration and development programmes carried out by the Group will result in profitable commercial
mining operations.
Pilot or test conditions and results reported in feasibility studies and or other reports may not be representative
of the overall mining asset. The risks associated with mining are significant and include geological, geotechnical
and seismic factors, environmental hazards, technical failures, adverse weather conditions, acts of God and
government regulations or delays. Any one of these or other risks could result in damage to life or property,
damage to or destruction of the Group’s facilities, environmental damage, pollution and or legal liabilities
that could have a material adverse impact on the Group’s business, operations and financial performance.
Although the Group will take precautions to minimise risk, not all hazards and risks can be eliminated.
Title, Mining Right and Payment Obligations
The Mining Right and any future licences or rights in which a member of the Group has or may earn an
interest will be subject to applications for renewal or grant (as the case may be). The renewal or grant of
the term of each licence is usually at the discretion of the relevant Government authority. If a licence is not
renewed or granted, the Group may suffer significant damage through loss of the opportunity to discover
any diamond resources on that licence area.
Under its licences and certain other contractual agreements to which the Group is or may in the future
become party, the Group is or may become subject to payment and other obligations. In particular the Group
may be required to expend the funds necessary to meet the minimum work commitments attaching to its
licences. Failure to meet these work commitments will render the licences in question liable to be revoked.
Further, if any contractual obligations are not complied with when due, in addition to any other remedies
which may be available to other parties, this could result in dilution or forfeiture of interests held by the
Group. The Group may not have, or be able to obtain financing for all such obligations as they arise.
Any changes in the laws of countries in which the Group carries on business relating to mining could
materially affect the rights and title to the interests held there by the Group. No assurance can be given that
applicable governments will not revoke or significantly alter the conditions of the applicable exploration and
mining authorisations nor that such exploration mining authorisations will not be challenged or impugned
by third parties.
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Ability to Exploit Successful Discoveries
It is possible that the Group may not be able to exploit commercially viable discoveries in which it holds an
interest. Exploitation may require external approvals or consents from relevant authorities and the granting
of these approvals and consents is beyond the Group’s control. The granting of such approvals and
consents may be withheld for lengthy periods, not given at all, or granted subject to the satisfaction of
certain conditions which the Group may not be able to meet. As a result of such delays, the Group may
incur additional costs, losses of revenue or part or all of its equity in a licence.
Reliance on Key Personnel and Management
The Group is highly dependent on the Enlarged Board. Whilst the Enlarged Board will continue to ensure
that the Directors, consultants and any key employees are appropriately incentivised, their services cannot
be guaranteed, and the loss of their services to the Group may have a material adverse effect on the
performance of the Group.
The Enlarged Board believes that the Group’s future success will depend largely on its ability to retain and
attract highly skilled and qualified personnel, and to expand, train and manage its employee base. There can
be no guarantee that suitably skilled and qualified individuals will be retained or identified and employed or
contracted on satisfactory terms or at all. If the Group fails to retain or recruit the necessary personnel, or if the
Group loses the services of any of its key executives, its business could be materially and adversely affected.
Actions of Third Parties, including Contractors and Partners
The Group will be reliant to an extent on third parties, including contractors and partners to provide
contracting services. There can be no assurance that these business relationships will continue to be
maintained or that new ones will be successfully formed. A breach or disruption in these relationships could
be detrimental to the future business, operating results and/or profitability of the Company. To the extent
that the Group cannot engage contractors according to its plans and budgets, its profit may be adversely
impaired.
Access to Capital Markets
Whilst the Directors and the Proposed Director are of the opinion that the Company has enough funds for
working capital purposes for a period of 12 months following the date of Admission, it is likely the Company
will need to raise further funds in the future, either to continue funding its exploration and development
activities, to complete a proposed investment or to raise additional working capital, either through debt
or the issuance of new equity (which may be on terms which are dilutive to or which adversely affect
Shareholders). There is no guarantee that the prevailing market conditions at such time will allow for a
fundraising or that new investors will be prepared to subscribe for Ordinary Shares.
The availability of this capital is subject to general economic conditions and lender and investor interest
in the Group’s projects. To ensure the availability of capital, the Group will maintain investor relations in
order to keep Shareholders informed of the Group’s developments. Any investment in the Group should
be regarded as an investment in the potential diamond resource rather than a direct investment in the
commodity itself.
Estimates of Resources, Reserves and Production Costs
Although potential speculative estimate figures incorporated in this document have been carefully prepared
by the competent person, these amounts are estimates only. There can be no assurance that any particular
level of recovery of diamonds from such potential speculative exploration estimates will in fact be realised
or that an identified resource will ever qualify as commercially mineable (or viable) and/or which can be
legally and economically exploited. In addition, any future exploration rights acquired (including under
any prospecting right held or which may be acquired in the future by the Group) may not result in the
economic or feasible production of diamonds. Estimates of potential resources and production costs
can also be affected by such factors as environmental permitting regulations and requirements, weather,
environmental factors, unforeseen technical difficulties, unusual or unexpected geological formations and
work interruptions. Material changes in resources and reserves, grades or recovery rates may affect the
economic viability of projects and current projects could become commercially unviable as a result of any
material reduction in estimates of resources. Estimates are reported as general indicators of mine life and
should not be interpreted as assurances of mine life or the profitability of current or future operations.
The ultimate volume of production of diamonds may be lower than expected or even non-existent. The
Group’s operations are subject to the normal risks inherent in diamond exploration and production.
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The Group’s viability will require it to continue to replace and/or expand its resources and reserves and any
failure to do so will affect the commercial viability of its projects. The business of exploration, mining and
mineral processing by its nature involves significant risks and hazards.
The primary source of the data and documentation used to prepare the Competent Person’s Report
was provided by Diamond Resources to the Company and the Competent Person under the terms of
the Kareevlei Option Agreement. The Competent Person and BlueRock have assumed that the data
and technical documents used in the compilation of the CPR are accurate and complete in all material
respects. No investigations to verify the source of the data or technical documents have been undertaken
by BlueRock or the Competent Person.
Licences and Contractual Commitments
The interests of the Group are in some circumstances subject to licence and contractual requirements,
which include, inter alia, certain financial commitments which, if not fulfilled, could result in the suspension
or ultimate forfeiture of the relevant licence or of the Company’s interests in prospects. Government action,
which could include non-renewal of licences, may result in any income receivable by the Group being
adversely affected.
The Mining Right which will be transferred to Kareevlei Mining conditional on Ministerial Consent is due to
expire if not renewed or extended by 20 August 2019. There can be no assurance that the Mining Right
will be renewed or extended or continue in force, of, if so, on what terms. If the Mining Right is not renewed
or extended or continued then the business and the operations of the Group would cease from that time.
Volatility of diamond prices
Historically, diamond prices have been volatile and are affected by numerous factors which the Company is
unable to control or predict, including world production levels, international economic trends, industrial and
consumer demand, currency exchange fluctuations, speculative activity and political events.
The profitability of future mining operations is directly related to the prevailing diamond price; a significant
and prolonged decline in the diamond price may result in it not being economically feasible to continue
operations. The Company may also be required, in response to a decline in the diamond price, to write
down the value of the resource which may have an adverse effect on the future earnings and profitability of
the Company. The feasibility of the Group’s proposed and actual operations may have to be re-assessed
in circumstances where the diamond price decreases to a level below that assumed by the Group as the
off-take price on production.
Black Economic Empowerment
On Admission, Kareevlei Mining (Pty) Limited will be held 26 per cent. by Ghaap Mining Pty Limited, its BEE
Partner. Ghaap Mining is a South African private company wholly owned by Mr. William Alexander van Wyk
who, in terms of South African legislation, is considered to qualify as a historically disadvantaged South
African. The BEE programme was launched by the South African Government to redress the inequalities of
apartheid and under this programme, it is a requirement that any mining asset owned by the Company will
be at least 26 per cent. owned by a BEE partner. Although the Enlarged Board has no reason to believe that
such is the case, there is a risk that the BEE Partner may not meet its obligations to the Company which
may cause the Company to incur unforeseen additional costs or losses, although the BEE ownership will
be at the local operating company level in Kareevlei Mining.
Partner Risk
The Group may in the future be reliant on joint venture partners and therefore this could adversely affect the
Group’s operations. Partner risks include but are not limited to:
•

reliance on partners to complete work programmes;

•

there can be no guarantee that partners will operate projects in a manner aligned to the Group’s
interests and that partners could act, exercise veto rights, or otherwise act in a manner which prevents
the Group from acting in its own best interests;

•

the Group in some instances holds minority positions in joint venture agreements and therefore cannot
control decision making;

•

there may be limits on the ability to exit joint venture arrangements;
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•

there may be additional calls on the Group’s financial resources, and if the Group does not make
payment, the Group’s interest would be diluted or lost; and

•

project budgets may not fall under the Group’s control.

Crime and Corruption
Businesses which operate in South Africa may be subject to the influences and presence of crime and
corruption. Its activities may have to change against these threats. Legal rights may be difficult to enforce in
circumstances of corruption. Bribery is more prevalent in South Africa than in the United Kingdom. Despite
the Group’s procedures including the adoption by the Company of its anti-bribery policy, there can be no
assurance that the Group will not be exposed to corrupt activities or prosecution under anti-corruption laws.
General Risks
Currency Risks and Exchange Rate Fluctuations
The Group will conduct its operations in South Africa receive income from sales of diamonds it generated
in US Dollars, but will report in British Sterling and will therefore be subject to fluctuations in exchange rates
between these countries in relation to the relative costs of inputs and labour and returns received from
production. A significant fluctuation in any of the Group’s key operating currencies, could have a material
adverse effect on the business, financial condition and results of operations of the Group.
The Group’s future income will be subject to exchange rate fluctuations and may become subject to
exchange control or similar restrictions. Fluctuations in exchange rates between currencies in which the
Group operates may cause fluctuations in its financial results, which are not necessarily related to the
Group’s underlying operations.
While hedging of exchange rates is possible, there is no guarantee that appropriate hedging will be available
at an acceptable cost. The Company has no current hedging rate strategy in place.
Economic Risk
Many African countries are dependent on sale proceeds from primary commodity production which are
subject to fluctuations in world commodity prices. In general, these economies have also experienced
devaluations, high inflation and high interest rates. All these economic risks may from time to time adversely
affect the Group’s operations. Historically, commodity prices (including diamonds) have displayed wide
ranges and are affected by the numerous factors over which the Company does not have any control.
These include world production levels, international economic trends, expectations for inflation, speculative
activity, consumption patterns and global or regional political events.
Political and Economic Risk
The Group’s activities will be outside the UK and, accordingly, there are a number of risks over which it will
have little or no control. There can be no assurance that political stability will continue in South Africa or any
other country where the Group may in the future have operations. Whilst the Group will make every effort to
ensure it has robust commercial agreements covering its activities, there is a risk that the Group’s activities
will be adversely impacted by economic and political factors.
The proposed exploration and extraction activities of the Company in South Africa are subject to laws
covering prospecting, development, production, environmental protection, local development, taxation and
other areas. Whilst the Enlarged Board intends that the Company will carry out its activities in accordance
with all applicable laws, rules and regulations, it is possible that new laws, rules or regulations may be
enacted or that the interpretation of current laws, rules or regulations may change, either of which may limit
the ability of the Company to operate.
The Company’s activities and profitability may be adversely affected by economic or political factors outside
its control. Historically, South Africa has suffered from political unrest, a fluctuating exchange rate, high
rates of inflation and high interest rates. The Company may be affected by these or other factors including
but not limited to, worsening of economic and/or market conditions, changes to regulation governing
mining and/or foreign investment, the imposition of additional taxes and charges, cancellation, amendment
or suspension of licenses, employee strikes, expropriation of mining or prospecting rights, war, terrorism
and insurrection. Any one of these factors may affect the operations of the Company.
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Competition
There is strong competition within the mining industry for the discovery and acquisition of properties
considered to have commercial potential. The Group competes with other exploration and mining
companies, many of which have greater financial resources than the Group, for the acquisition of mineral
claims, leases, mining equipment and other mineral interests as well as for the recruitment and retention of
qualified employees and other personnel.
Environment, Health and Safety Risks
Mining projects may be subject to the environmental laws of areas in which the Group operates. These laws
may result in limitations of mining activities, which may become increasingly strict in the future. Environmental
awareness on the part of the public has been increasing, as has public pressure on environmental authorities.
No assurance can be given that the need to comply with current or future environmental laws, regulations
or commitments will not have a material adverse effect on the activities of the Group or that the liabilities
resulting from any environmental damage caused by the activities of the Group will not be material.
There can be no assurance that all permits which the Group may require can be obtained or maintained on
reasonable terms. There may be existing or future unforeseen liabilities arising from the Group’s activities or
the activities of any previous activities of third parties in the relevant licensed areas.
Insurance Risks
The Group plans to insure its operations in accordance with industry practice and plans to insure the
risks it considers appropriate for the Group’s needs and for its circumstances. Insurance cover will not
be available for every risk faced by the Group. The Group may be subject to liability for pollution or other
hazards against which the Group or the operator may elect not to insure because of high premium costs or
other reasons. The occurrence of an event that is not covered or fully covered by insurance could have a
material adverse effect on the business, financial condition and results of operations of the Group. There is
a risk that insurance premiums may increase to a level where the Group considers it is unreasonable or not
in its interests to maintain insurance cover or not to a level of coverage which is in accordance with industry
practice. In addition, the Group may, following a cost-benefit analysis, elect to not insure certain risks on
the grounds that the amount of premium payable for that risk is excessive when compared to the potential
benefit to the Group of the insurance cover. The occurrence of an event which is not covered, in whole or in
part, by insurance could result in a significant cost to the Group which could have a material adverse effect
on its business, financial condition and results of operations.
Liquidity of the Ordinary Shares and AIM generally
An investment in the Ordinary Shares is highly speculative and subject to a high degree of risk. Application
will be made for the Ordinary Shares to be traded on AIM. AIM is a market designed primarily for emerging or
smaller companies. The rules of this market are less demanding than those of the Official List. Investments
in shares traded on AIM carry a higher degree of risk than investments in shares quoted on the Official List.
Neither the London Stock Exchange nor the UK Listing Authority have examined this document.
An investment in the Ordinary Shares may be difficult to realise and the price at which the Ordinary Shares
will be traded and the price at which investors may realise their investment will be influenced by a large
number of factors, some specific to the Group and its operations and some, which may affect quoted
companies generally. Admission to AIM should not be taken as implying that there will be a liquid market
for the Ordinary Shares. The market for shares in smaller public companies, such as the Company, is
less liquid than for larger public companies. The Group is aiming to achieve capital growth and, therefore,
Ordinary Shares may not be suitable as a short-term investment. Consequently, the share price may be
subject to greater fluctuation on small volumes of shares, and thus the Ordinary Shares may be difficult
to sell at a particular price. The value of the Ordinary Shares may go down as well as up. Investors may
therefore realise less than their original investment, or sustain a total loss of their investment. Equally, the
Group cannot control when large numbers of Ordinary Shares may be sold after Admission. Any such sales
could result in a material fall in the price of Ordinary Shares.
Litigation Risks
While the Group has not been involved in any legal proceedings to date, there can be no guarantee that
current or future actions of the Group will not result in litigation. Due to the inherent uncertainty of the
litigation process, there can be no assurance that the resolution of any particular legal proceedings will not
have a material effect on the Group’s financial position or results of operations.
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Taxation Risk
Any change in the Group’s tax status or the tax applicable to holding Ordinary Shares or in taxation legislation
or its interpretation, could affect the value of the investments held by the Group, affect the Group’s ability
to provide returns to Shareholders and/or alter the post-tax returns to Shareholders. Statements in this
document concerning the taxation of the Group and its investors are based upon current tax law and
practice which is subject to change.
Currency risk
Currency fluctuations may affect the Company’s cash flow as diamonds are usually sold in US dollars.
Much of the Company’s costs are likely to be denominated in South African Rand and Pounds Sterling.
Fluctuations in exchange rates between currencies may cause fluctuations in the Company’s results which
are not necessarily related to the underlying operations of the Company. In addition, South Africa still
operates exchange control restrictions regarding inflows and outflows of currency.
Risks relating to an Investment in the Ordinary Shares
Market for the Ordinary Shares
There can be no assurance that an active trading market will develop on Admission or, if developed, that an
active trading market will be sustained. The Company cannot predict the extent to which investor interest
in the Ordinary Shares will lead to the development of a trading market or how liquid such a market might
become. Investors may experience greater price volatility and less efficient execution of buy and sell orders
than expected.
Trading and performance of Ordinary Shares
The AIM Rules are less demanding than those of the Official List and an investment in a company whose
shares are traded on AIM is likely to carry a higher risk than an investment in a company whose shares are
quoted on the Official List. It may be more difficult for investors to realise their investment in a company
whose shares are traded on AIM than to realise an investment in a company whose shares are quoted
on the Official List. The share price of publicly traded, early stage exploration companies can be highly
volatile. The price at which the Ordinary Shares will be traded and the price at which investors may realise
these investments will be influenced by a large number of factors, some specific to the Company and its
operations and some which may affect junior mining and exploration companies or quoted companies
generally. The market perception of junior mining and exploration companies may impact upon the value of
investors’ holdings and on the ability of the Company to raise funds by the issue of further securities. The
value of Ordinary Shares will be dependent upon the success of the operational activities undertaken by the
Company, as well as further resource analysis, and prospective investors should be aware that the value of
the Ordinary Shares can go down as well as up. Furthermore, there is no guarantee that the market price
of an Ordinary Share will accurately reflect its underlying value.
Volatility of share price
The trading price of the Ordinary Shares may be subject to wide fluctuations in response to a number of
events and factors, such as variations in operating results, announcements of innovations or new services
by the Group or its competitors, changes in financial estimates and recommendations by securities analysts,
the share price performance of other companies that investors may deem comparable to the Company,
news reports relating to trends in the Group’s markets, large purchases or sales of Ordinary Shares, liquidity
(or absence of liquidity) in the Ordinary Shares, currency fluctuations, legislative or regulatory changes and
general economic conditions. These fluctuations may adversely affect the trading price of the Ordinary
Shares, regardless of the Group’s performance.
Future sales of Ordinary Shares could adversely affect the price of the Ordinary Shares
Certain existing shareholders have given lock-in and orderly market undertakings that, save in certain
circumstances, they will not until twelve months following Admission, dispose of the legal or beneficial
ownership of, or any other interest in, Ordinary Shares held by them at Admission and for a period of 12 months
thereafter not dispose of their Ordinary Shares without consulting SP Angel. There can be no assurance that
such parties will not effect transactions upon the expiry of the lock-in or any earlier waiver of the provisions of
their lock-in. The sale of a significant number of Ordinary Shares in the public market, or the perception that
such sales may occur, could materially adversely affect the market price of the Ordinary Shares.

51

Shareholders not subject to lock-in arrangements and, following the expiry of twelve months following
Admission (or earlier in the event of a waiver of the provisions of the lock-in), Shareholders who are otherwise
subject to lock-in arrangements, may sell their Ordinary Shares in the public or private market and the
Company may undertake a public or private offering of Ordinary Shares. The Company cannot predict
what effect, if any, future sales of Ordinary Shares will have on the market price of the Ordinary Shares. If
the Company’s existing shareholders were to sell, or the Company was to issue a substantial number of
Ordinary Shares in the public market, the market price of the Ordinary Shares could be materially adversely
affected. Sales by the Company’s Shareholders could also make it more difficult for the Company to sell
equity securities in the future at a time and price that it deems appropriate.
The specific and general risk factors detailed above do not include those risks associated with
the Company which are unknown to the Enlarged Board. Although the Enlarged Board will seek
to minimise the impact of the Risk Factors, investment in the Company should only be made by
investors able to sustain a total loss of their investment. Investors are strongly recommended to
consult an investment adviser authorised under FSMA who specialises in investments of this nature
before making any decision to invest.
Forward-Looking Statements
Certain statements contained herein are forward looking statements and are based on current
expectations, estimates and projections about the potential returns of the Group and industry and
markets in which the Group will operate, the Enlarged Board’s beliefs and assumptions made by the
Enlarged Board. Words such as “expects”, “anticipates”, “should”, “intends”, “plans”, “believes”,
“seeks”, “estimates”, “projects”, “pipeline” and variations of such words and similar expressions are
intended to identify such forward looking statements and expectations. These statements are not
guarantees of future performance or the ability to identify and consummate investments and involve
certain risks, uncertainties, outcomes of negotiations and due diligence and assumptions that are
difficult to predict, qualify or quantify. Therefore, actual outcomes and results may differ materially
from what is expressed in such forward looking statements or expectations. Among the factors
that could cause actual results to differ materially are: the general economic climate, competition,
interest rate levels, loss of key personnel, the result of legal and commercial due diligence, the
availability of financing on acceptable terms and changes in the legal or regulatory environment.
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PART IV: HISTORICAL FINANCIAL INFORMATION ON THE COMPANY
IV. A. ACCOUNTANT’S REPORT ON THE COMPANY’S HISTORICAL FINANCIAL INFORMATION
FOR THE PERIOD FROM INCORPORATION TO 31 MARCH 2013

The Directors and the Proposed Director
BlueRock Diamonds plc
39 St James’ Street
London
SW1A 1JD
19 August 2013
Dear Sirs
Accountant’s Report on the Historical Financial information of BlueRock Diamonds plc (the
“Company”)
We report on the historical financial information of the Company for the period from incorporation to 31 March
2013 set out in Part IV.B of this admission document (the “Company Historical Financial Information”). The
Company Historical Financial Information has been prepared for inclusion in the AIM admission document
of the Company dated 19 August 2013 (the “Admission Document”) under the basis of preparation and the
accounting policies set out in notes 2 and 3 of the Company Historical Financial Information.
This report is required by Paragraph (a) of Schedule Two of the AIM Rules for Companies and is given for
the purpose of complying with that paragraph and for no other purpose.
Responsibilities
Save for any responsibility arising under Paragraph (a) of Schedule Two of the AIM Rules for Companies to
any person as and to the extent there provided, to the fullest extent permitted by law we do not assume
any responsibility and will not accept any liability to any other person for any loss suffered by any such other
person as a result of, arising out of, or in connection with this report or our statement, required by and given
solely for the purposes of complying with Paragraph (a) of Schedule Two of the AIM Rules for Companies,
consenting to its inclusion in the Admission Document.
The directors and the proposed director of BlueRock Diamonds plc are responsible for preparing the
Company Historical Financial Information in accordance with International Financial Reporting Standards
as adopted by the European Union. It is our responsibility to form an opinion on the Company Historical
Financial Information and to report our opinion to you.
Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the Company Historical Financial Information. It also included an assessment
of the significant estimates and judgements made by those responsible for the preparation of the Company
Historical Financial Information and whether the accounting policies are appropriate to the entity’s
circumstances, consistently applied and adequately disclosed.
We planned and performed our work so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
information is free from material misstatement, whether caused by fraud or other irregularity or error.
Opinion
In our opinion, the Company Historical Financial Information gives, for the purposes of the Admission
Document, a true and fair view of the state of affairs of BlueRock Diamonds plc as at 31 March 2013 and of
its results, cash flows, recognised gains and losses and changes in equity for the period from incorporation
to 31 March 2013 in accordance with International Financial Reporting Standards adopted by the European
Union.
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Declaration
For the purposes of Paragraph (a) of Schedule Two of the AIM Rules for Companies we are responsible for
this report as part of the Admission Document and declare that we have taken all reasonable care to ensure
that the information contained in this report is, to the best of our knowledge, in accordance with the facts
and contains no omission likely to affect its import. This declaration is included in the Admission Document
in compliance with Schedule Two of the AIM Rules for Companies.
Yours faithfully
GRANT THORNTON UK LLP
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IV. B. COMPANY’S HISTORICAL FINANCIAL INFORMATION FOR THE PERIOD FROM
INCORPORATION TO 31 MARCH 2013
Statement of Comprehensive Income for the period 11 October 2012 to 31 March 2013


£ ‘000

Other expenses

(152)



Operating loss and loss before tax for the period 
Taxation 

(152)
-



Loss and total comprehensive income for the period


There were no other items of other comprehensive income during the period.
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(152)

Statement of Changes in Equity for the period 11 October 2012 to 31 March 2013

Share
capital
£ ’000

Share
premium
£ ‘000

Retained
earnings
/(losses)
£’000

Total
equity
£’ 000

At 11 October 2012
Issue of ordinary share capital in the
period (note 4)
Share issue costs (note 4)

-

-

-

-

1
-

509
(34)

-

510
(34)

Transactions with owners

1

475

-

476

Loss and total comprehensive income for
the period

-

-

(152)

(152)

At 31 March 2013

1

475

(152)

324
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Statement of Financial Position as at 31 March 2013

Current assets
Trade and other receivables (Note 6)
Cash and cash equivalents (Note 3b)

£ ‘000
26
447





473



Current liabilities
Trade and other payables (Note 5)

(149)



324

Total net assets


Equity
Share capital (Note 4)
Share premium (Note 4)
Retained loss

1
475
(152)



324

Total equity
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Statement of Cash Flows for the period 11 October 2012 to 31 March 2013


£ ‘000

Operating activities
Loss before tax for the period

(152)

Movements in working capital:
Increase in trade and other payables 
Increase in other current assets

149
(26)



Net cash flow from operating activities

(29)



Financing activities
Proceeds from issue of share capital (Note 4)
Share issue costs

510
(34)



Net cash inflow from financing activities

476



Net increase in cash and cash equivalents 

447



Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

447
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Notes to the Historical Financial Information
1.
General information
The Company was incorporated as BlueRock Diamonds plc and registered in England and Wales on 11
October 2012 as a public limited company, limited by shares.
The registered number of the Company is 8248437 and the Company’s registered office is 39 St James’s
Street, London, SW1A 1JD.
On 7 March 2013 the Company’s ordinary shares were admitted to trading on the ISDX Growth Market.
As explained in Part I of the Company’s admission document in which this Historical Financial Information
is included, the Company is proposing to withdraw from the ISDX Growth Market and be admitted to the
AIM Market.
During the period from incorporation to 31 March 2013 the Company commenced its search for suitable
investment and/or acquisition targets and held preliminary discussions with a number of parties. On 23 April
2013 the Company entered into an option to purchase a mining licence and certain assets (as described
in Note 8), however as at the date of this admission document, the Company had not entered into any
commitments with respect to any investments or acquisitions, other than the agreements described in this
document in relation to the Kareevlei Tenements.
2.
Basis of preparation
The Company’s directors and the proposed director are responsible for the preparation of this Historical
Financial Information.
This Historical Financial Information of the Company has been prepared for the sole purpose of publication
within this admission document. It has been prepared in accordance with the requirements of the AIM Rules
and in accordance with International Financial Reporting Standards as adopted by the European Union
(“IFRS”). The Historical Financial Information does not constitute statutory accounts within the meaning of
section 434 of the Companies Act 2006.
The Historical Financial Information has been prepared on a going concern basis and under the historical
cost convention.
3.

Accounting policies

(a) Use of Accounting Estimates and Judgements
The directors and the proposed director consider that in the proper preparation of this Historical Financial
Information there were no critical nor significant areas which required the use of accounting estimates and
exercise of judgement by management while applying the Company’s accounting policies.
(b) Cash and cash equivalents
Cash and cash equivalents consist of highly liquid instruments, such as bank deposits, certificates of
deposit, time deposits, treasury notes and other money market instruments, which generally have maturities
of less than three months.
(c) Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.
(d) Equity and reserves
Shares are classified as equity where there is no obligation to transfer cash and other assets. The Company’s
capital is represented by Ordinary Shares of £0.0001 par value and share premium. Each Ordinary Share
carries one vote and is entitled to dividends when declared. The relevant movements on capital will be
shown in the statement of changes in equity.
Share capital represents the nominal value of shares that have been issued. Share premium includes any
premiums received on the issue of share capital. Any transaction costs directly associated with the issuing
of shares are deducted from share premium.
The other component of equity is retained losses. Retained losses include all current period retained losses/
profits.
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(e) Operating expenses
Operating expenses are recognised in profit or loss upon utilisation of the service on an accruals basis.
(f) Financial liabilities and equity
Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities.
(g) Trade and other payables
Trade and other payables are not interest bearing and are recognised initially at fair value. Subsequently
they are carried at amortised cost.
4.

Called up share capital and share premium account
31 March 2013

Ordinary Shares allotted, issued and fully paid
Number

£ ‘000

At beginning of period
Share issues in period

12,789,338

1

At end of period

12,789,338

1

On incorporation, three Ordinary shares of £0.0001 par value were issued, one Ordinary Share to each of
the three Directors in office on incorporation, being Paul Beck, Jonathan Quirk and Paul Munday. These
Ordinary Shares are fully paid.
On 8 November 2012, 8,339,997 Ordinary Shares of £0.0001 par value were issued to certain investors
(including Directors) and are fully paid.
On 18 December 2012, 1,500,000 Ordinary Shares of £0.0001 par value were issued at £0.10 (a premium
of £0.0999) to certain investors and are fully paid.
On 8 January 2013, 800,000 Ordinary Shares of £0.0001 par value were issued at £0.10 (a premium of
£0.0999) to certain investors and are fully paid.
On 7 March 2013, 2,149,338 Ordinary Shares of £0.0001 par value were issued at £0.13 (a premium of
£0.1299) on admission to trading on the ISDX Growth Market to certain investors and are fully paid.
Share premium
Proceeds received in addition to the nominal value of the shares issued during the period have been
included in share premium, less transaction costs directly associated with the issuing of the shares. Costs
of issuing new shares charged to equity amounted to £34,000.
5.



Trade and other payables
31 March 2013
£ ‘000

Trade payables
Accrued expenses 

85
62

		



147

		

The accrued expenses related primarily to obligated costs in respect of research into potential investment
and/or acquisition targets (including the cost of related business trips to South Africa), and legal and other
professional costs related to the admission to the ISDX Growth Market.
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6.



Trade and other receivables
31 March 2013
£ ‘000

Prepayments and other receivables
Social security and other taxes 

6
20

		



26

		

7.
Directors’ remuneration
None of the Company’s Directors received, or were entitled to receive, any remuneration from the Company
for their services during the period from incorporation to 31 March 2013.
8.
Subsequent events
Formation of subsidiary
On 14 May 2013 the Company incorporated Kareevlei Mining (Pty) Limited to act as a special purpose
vehicle for its proposed acquisition of the Mining Right and Mining Equipment (discussed below). Pursuant
to Black Economic Empowerment legislation, a Kimberley based company, Ghaap Mining (Pty) Limited,
owns 26% of the issued shares of Kareevlei Mining (Pty) Limited while the Company owns the remaining
74%.
Ghaap Mining (Pty) Limited is a South African private limited company wholly owned by Mr. William
Alexander van Wyk who, in terms of South African legislation, qualifies as a Black Empowerment Partner.
Kareevlei Option Agreement
On 23 April 2013, the Company entered into the Kareevlei Option Agreement under which for a cash
consideration of R150,000 (one hundred and fifty thousand rand) paid by the Company to Diamond
Resources (Pty) Limited, the Company was granted the option to purchase the Mining Right for the sum of
R1,000,000 (one million rand) (plus SA VAT) and the Mining Equipment used by Diamond Resources (Pty)
Limited for R3,000,000 (three million rand) (plus SA VAT) net of the consideration paid for the Kareevlei
Option. The Kareevlei Option is exercisable for a period of six months expiring on 23 October 2013. On
exercising the Kareevlei Option, Diamond Resources (Pty) Limited and Kareevlei Mining would enter into
(a) a Mining Agreement in respect of the Mining Right, completion of which is to be conditional, inter alia,
on consent from the Department of Mineral Resources of South Africa under the Mineral and Petroleum
Resources Development Act 28 of 2002 (South Africa) and Admission; and (b) an Equipment Agreement
in respect of the Mining Equipment (as amended by a Supplemental Agreement dated 3 August 2013).
Share Options
On 19 August 2013, the Company issued Share Options to the Directors and the Proposed Director over
4,728,756 Ordinary Shares. Further details are given in paragraph 9 of Part VI of this document.
No other events requiring disclosure have occurred subsequent to 31 March 2013, being the date to which
this Historical Financial information has been prepared.
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PART V: COMPETENT PERSON’S REPORT
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SXUVXDQWWRZKLFK%5'ZDVJUDQWHG WKHH[FOXVLYHULJKWWR DFTXLUHWKH PLQLQJ ULJKWRYHUWKH .DUHHYOHL
7HQHPHQWV 05  µ0LQLQJ5LJKW¶ DQGDVVRFLDWHGSODQWDQGHTXLSPHQW )ROORZLQJ $GPLVVLRQ
WR$,0%5'ZLOORZQWKHDVVRFLDWHGSODQWDQGHTXLSPHQWKRZHYHUFRPSOHWLRQRIWKHWUDQVIHURIWKH
PLQLQJ ULJKW LV FRQGLWLRQDO RQ WKH 6HFWLRQ  DSSURYDO RI WKH WUDQVIHU RI VXFK 0LQLQJ 5LJKW E\ WKH
PLQLVWHURIWKH6RXWK$IULFDQ'HSDUWPHQWRI0LQHUDO 5HVRXUFHV7KH0LQLQJ5LJKW DVJUDQWHGWR'5
WHUPLQDWHVRQWK $XJXVW 8QGHUFXUUHQWOHJLVODWLRQDQ DSSOLFDWLRQIRUWKHUHQHZDORIWKH0LQLQJ
5LJKWFDQEHORGJHGZLWKWKH 5HJLRQDO0DQDJHURIWKH6RXWK$IULFDQ'HSDUWPHQWRI0LQHUDO5HVRXUFHV
LQOLQHZLWK6HFWLRQRIWKH0LQHUDODQG3HWUROHXP5HVRXUFHV'HYHORSPHQW$FW1R RI 
)ROORZLQJ $GPLVVLRQ DQG SULRU WR WKH WUDQVIHU RI WKH 0LQLQJ 5LJKW '5 KDV JLYHQ FRQVHQW XQGHU WKH
RSWLRQ DJUHHPHQW WR %5' WR FRQGXFW D WULDO PLQLQJ H[HUFLVH VXEMHFW WR WKH FRQGLWLRQV DV IXUWKHU
GHVFULEHGLQSDUDJUDSK  RI3DUW,RIWKLVDGPLVVLRQGRFXPHQW KHDGHGµ7KH0LQLQJ5LJKW¶
=  0LQHUDO 5HVRXUFH &RQVXOWDQWV 3W\  /LPLWHG µ= ¶ KDYH EHHQ HQJDJHG E\ %5' WR XQGHUWDNH D
UHYLHZ RI WKH DYDLODEOH LQIRUPDWLRQ DQG GDWD UHODWHG WR WKH .DUHHYOHL .LPEHUOLWHV DQG WR SURGXFH D
&RPSHWHQW3HUVRQ¶V5HSRUW µ&35¶ 7KLVUHSRUW ZLOOEHLQFOXGHG LQDQ DGPLVVLRQGRFXPHQWLVVXHGE\
%5' LQUHODWLRQWRWKHDGPLVVLRQRI%5'¶VLVVXHGDQGWREHLVVXHGVKDUHFDSLWDOWRWUDGLQJRQWKH$,0
0DUNHWRIWKH/RQGRQ6WRFN([FKDQJHSOF

3URSHUW\ DQG$VVHWV
)ROORZLQJ$GPLVVLRQ '5 ZLOOFRQWLQXHWRKROGWKH 0LQLQJ5LJKW DVGHWDLOHGLQ 7DEOH  EHORZ7KH
WUDQVIHU RI WKH 0LQLQJ 5LJKW IURP '5 WR .DUHHYOHL 0LQLQJ 3W\  /LPLWHG D VXEVLGLDU\ RI %5'
µ.DUHHYOHL 0LQLQJ¶ LV VXEMHFWWRWKH6HFWLRQDSSURYDORIWKHWUDQVIHURI VXFK ULJKWE\WKHPLQLVWHU
RIWKH6RXWK$IULFDQ'HSDUWPHQWRI0LQHUDO 5HVRXUFHV
$VVHW
.DUHHYOHL.LPEHUOLWHV
6RXWK$IULFD

+ROGHU

,QWHUHVW

'LDPRQG5HVRXUFHV
3W\ /WG



6WDWXV
([SORUDWLRQ
'HYHORSPHQW

/LFHQFH([SLU\
'DWH

/LFHQFH
$UHD

$XJXVW

NP

7DEOH  6XPPDU\RI%5'¶VDVVHWV

&RPPHQWV
([SORUDWLRQDQG
GHYHORSPHQWWRRFFXU
FRQFXUUHQWO\

)ROORZLQJ$GPLVVLRQ.DUHHYOHL0LQLQJZLOODOVRKROGWKH DVVRFLDWHGSODQWDQGHTXLSPHQW DVVHWRXWLQ
$SSHQGL[ RQO\ VLJQLILFDQWLWHPV VSHFLILHG RQSDJH  RIWKLVUHSRUW 7KH HVWLPDWHG YDOXHRIWKHVH
PDWHULDODVVHWVLV5PLOOLRQ WKLVH[FOXGHVDQ\YDOXHHVWLPDWHIRU WKH0LQLQJ5LJKW  7KHWUHDWPHQW
SODQWDWWKH.DUHHYOHL VLWH ZDVYLVLWHGDQGLVLQJRRGFRQGLWLRQ
7KH0LQLQJ5LJKWFRYHUVDQDUHDRINP DQGDWWKLVVWDJHLVNQRZQWRKRVWILYHNLPEHUOLWHV7KUHH
RIWKHNLPEHUOLWHVKDYHSRUWLRQVWKDWKDYHEHHQFODVVLILHGDWDQ,QIHUUHGOHYHORIFRQILGHQFHDQGDVVXFK
KDYHUHDVRQDEOHSURVSHFWVIRUHYHQWXDOHFRQRPLFH[WUDFWLRQ
.DUHHYOHL 0LQLQJ¶VILQDQFLDOREOLJDWLRQVIROORZLQJWKHH[HFXWLRQRIWKH0LQLQJ $JUHHPHQW LQFOXGHWKH
IROORZLQJ


DFDVKGHSRVLWRUEDQNJXDUDQWHHWRVHFXUHWKHFRVWRIUHKDELOLWDWLRQLIFRPPHUFLDO
PLQLQJLVQRWLPSOHPHQWHG 5 



SD\PHQWVWRRZQHUVRIWKHVXUIDFHULJKWVRIWKHODQG 5SHUDQQXPSOXV6$
9$7 

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
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UHQWDOSD\PHQWVIRUWKHVWRUDJHRIHTXLSPHQW 5SHUDQQXPSOXV6$9$7 DQG



VHFXULW\VHUYLFHV 5SHUDQQXPSOXV6$9$7 

2QFRPSOHWLRQ.DUHHYOHL0LQLQJLVREOLJHGWRSURYLGHDEDQNJXDUDQWHHWRWKH'05RIDQDPRXQWWR
EHGHWHUPLQHGLQRUGHUWRUHOHDVH'LDPRQG5HVRXUFHV¶SUHVHQWJXDUDQWHHRI5
8QGHUWKH0LQHUDODQG3HWUROHXP5HVRXUFHV5R\DOW\$FW1RRIZKLFK ZDVSURPXOJDWHGRQ
VW 0DUFK³DSHUVRQWKDWZLQVRUUHFRYHUVDPLQHUDOUHVRXUFHIURPZLWKLQWKH5HSXEOLF RI6RXWK
$IULFD PXVWSD\DUR\DOW\IRUWKHEHQHILWRIWKH 1DWLRQDO5HYHQXH)XQGLQUHVSHFWRIWKHWUDQVIHURIWKH
PLQHUDO UHVRXUFH´ 7KH SHUFHQWDJH UR\DOW\ DSSOLFDEOH WR URXJK GLDPRQGV ZKLFK DUH FODVVLILHG DV DQ
³XQUHILQHG PLQHUDO UHVRXUFH´ LV   HDUQLQJV EHIRUH LQWHUHVW DQG WD[HV JURVV VDOHV LQ UHVSHFW RI
XQUHILQHG PLQHUDO UHVRXUFHV [  [   $W WKH .DUHHYOHL RSHUDWLRQ ZKHUH H[SORUDWLRQ DQG
GHYHORSPHQWZLOORFFXUVLPXOWDQHRXVO\LWLVUHDVRQDEOHWR H[SHFW UR\DOWLHVRIWKHRUGHURI
7KH PLQLPXP IXQGLQJ UHTXLUHPHQW LQFOXGHV WKH DVVHW SXUFKDVH SULFH RI 5PLOOLRQ FDSH[ FRVWV RI
5PLOOLRQ DQG UXQQLQJ FRVWV IRU WKH ILUVW \HDU RI 5PLOOLRQ 5HYHQXH RI 86PLOOLRQ FDQ EH
H[SHFWHG IURP WKH ILUVW \HDU RI VDPSOLQJ DQG PLQLQJ 7KLV DVVXPHV WKDW WKH FDUDW EXONVDPSOH
IURP . WRYHULI\WKHUHYHQXHHVWLPDWHLVVXFFHVVIXO
)LQDOUHKDELOLWDWLRQFRVWVDUHGLIILFXOWWRGHILQHDWWKLVVWDJHDVWKH\ZLOOGHSHQGRQWKHUHVXOWVRIIXUWKHU
SODQQHGH[SORUDWLRQ 7KHEXONVDPSOLQJRI . ZLOO QRWGLVWXUEDGGLWLRQDOJURXQG 7KH GLVWXUEHGDUHD
GXHWRKLVWRULFSURVSHFWLQJ DWWKHWLPHRI$GPLVVLRQLVDSSUR[LPDWHO\ KD 7KHFXUUHQWUHKDELOLWDWLRQ
JXDUDQWHHSRVWHGE\'5 LV 5PLOOLRQ

*HRORJ\
7KH .DUHHYOHL .LPEHUOLWHV DUH ORFDWHG RQ WKH *KDDS 3ODWHDX DQG WKH SLSHV KDYH EHHQ HPSODFHG LQWR
GRORPLWHVRIWKH&DPSEHOOUDQG6XEJURXS,PSRUWDQWO\WKHVHGRORPLWHVDUHSDUWRI D VWDEOHFUDWRQ !
ELOOLRQ\HDUV ROG WKDWLVNQRZQWRKRVWGLDPRQGLIHURXVNLPEHUOLWHSLSHV
$WRWDORIILYHNLPEHUOLWHSLSHV QDPHO\ . . . .DQG . KDYHEHHQFRQILUPHGDVSDUWRIWKH
.DUHHYOHL .LPEHUOLWHVDOWKRXJKWKHVPDOOHU .SLSHPD\ FRDOHVFH ZLWK .DWGHSWK7KHWKUHHSLSHV
WKDWKDYHUHFHLYHGWKHSULPDU\IRFXVRIWKHH[SORUDWLRQSURJUDPPHV E\ '5 DUH . .DQG . ZKLFK
KDYHVXEFURSVXUIDFHDUHDV DJDLQVWWKHRYHUEXUGHQFDOFUHWHRIKDKDDQGKDUHVSHFWLYHO\

+LVWRULFDO([SORUDWLRQ
'H %HHUV *URXS ([SORUDWLRQ GLVFRYHUHG WKH .DUHHYOHL .LPEHUOLWHV LQ  IROORZLQJ DQ DLUERUQH
PDJQHWLFVXUYH\RIWKH*KDDS3ODWHDXDQGGULOOHGWKUHHKROHVWRFRQILUPWKHSUHVHQFHRINLPEHUOLWH$
*HQFRU'5 MRLQW YHQWXUH XQGHUWRRN IXUWKHU SURVSHFWLQJ ZRUN EHIRUH *HQFRU SXOOHG RXW RI WKH MRLQW
YHQWXUH '5ZHUH SXUFKDVHGE\75 LQ DQGDQH[WHQVLYHSHUFXVVLRQSURJUDPPHRQDJULGRIP
RQ . DQG P RQ . ZDV XQGHUWDNHQ WR GHOLQHDWH WKHVH WZR SLSHV WR D GHSWK RI P 'XH WR WKH
UHODWLYHO\ORZJUDGHRIWKHSLSHVWUHDWPHQWRIWKHSHUFXVVLRQPDWHULDOSURYHGWKHSUHVHQFHRIGLDPRQGV
WR D GHSWK RI P EXW UHFRYHULHV ZHUH LQVXIILFLHQW IRU JUDGH HVWLPDWLRQ GXH WR WKH VPDOO VDPSOH
VXSSRUW VL]H KRZHYHU XVHIXO GHQVLW\ PHDVXUHPHQWV ZHUH UHDOLVHG $V D UHVXOW D %DXHU DXJHU
SURJUDPPH LQLWLDOO\ RQDGLDPHWHURI P DQGWKHQRQDGLDPHWHURI P ZDV FRPSOHWHG RQIRXURI
WKHILYHSLSHVWRSURYLGHJUDGHDQGUHYHQXHGDWD
3ULRUWRWKLV &35 DPLQHUDOUHVRXUFHKDV QRWEHHQGHFODUHGIRUWKH.DUHHYOHL .LPEHUOLWHV

5HVRXUFH6WDWHPHQW
6XIILFLHQWSURVSHFWLQJ KDVEHHQXQGHUWDNHQKLVWRULFDOO\WR PRGHOLQ WKUHHGLPHQVLRQV WKH . .DQG
. SLSHV WR GHSWKV RI DSSUR[LPDWHO\ P P DQG P UHVSHFWLYHO\ =RQDO JUDGH DQG GHQVLWLHV
KDYHEHHQHVWLPDWHGIRUWKHVH WKUHHSLSHVDQGDIDLUO\UREXVWGLDPRQGVL]HIUHTXHQF\GLVWULEXWLRQPRGHO
KDV EHHQ FRPELQHG ZLWK D ORZ FRQILGHQFH 86FDUDWVLHYH FODVV PRGHO WR FUHDWH D UHYHQXH HVWLPDWH
5HDVRQDEOHSURVSHFWVIRUHYHQWXDOHFRQRPLFH[WUDFWLRQ 53((( KDYHEHHQFRQVLGHUHG DQGFRQILUPHG
WKDW PLQHUDOUHVRXUFHVDWDQ,QIHUUHGOHYHORIFRQILGHQFHFRXOG EHGHFODUHG7KHVHDUHVXPPDULVHGLQ
7DEOH  EHORZ
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
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&DWHJRU\
0LQHUDO5HVHUYHV
3URYHG
3UREDEOH
6XEWRWDO
0LQHUDO5HVRXUFHV
0HDVXUHG
,QGLFDWHG
,QIHUUHG
6XEWRWDO
7RWDO

7RQQHV
0LOOLRQV



7RQQHV
0LOOLRQV






*URVV
*UDGH
FSKW



*UDGH
FSKW






.DUHHYOHL.LPEHUOLWHV
1HW$WWULEXWDEOH
&RQWDLQHG
7RQQHV
*UDGH
&RQWDLQHG
&DUDWV
0LOOLRQV
FSKW
&DUDWV












&RQWDLQHG
7RQQHV
*UDGH
&RQWDLQHG
&DUDWV
0LOOLRQV
FSKW
&DUDWV





















2SHUDWRU

'LDPRQG5HVRXUFHV 3W\ /WG
'LDPRQG 5HVRXUFHV 3W\ /WG
'LDPRQG5HVRXUFHV 3W\ /WG

7DEOH  6XPPDU\RIWKH.DUHHYOHL .LPEHUOLWHV UHVRXUFHVDQGUHVHUYHVE\FDWHJRU\


&RQFOXVLRQVDQG5HFRPPHQGDWLRQV
7KH ,QIHUUHGPLQHUDOUHVRXUFHFRQILGHQFHDVVLJQHGWRWKH . .DQG .SLSHVLVSULQFLSDOO\GXHWRWKH
ORZOHYHORIFRQILGHQFHLQWKHUHYHQXHHVWLPDWH ,WLVUHFRPPHQGHGDVDKLJKSULRULW\WKDWD SDUFHORI
FDUDWVLV FROOHFWHGWR LPSURYH WKHFRQILGHQFH LQWKHUHYHQXHHVWLPDWH 'XHWRWKHUHODWLYHO\ ORZ
JUDGH RI WKH SLSHV WKH FROOHFWLRQ RI D GLDPRQG SDUFHO RI WKLV VL]H ZLOO EH GLIILFXOW WR XQGHUWDNH
UHPRWHO\ WKHUHIRUH LW LV UHFRPPHQGHG WKDW D SRUWLRQ RI FDOFUHWH LV UHPRYHG IURP WKH . SLSH DQG D
EXONVDPSOH H[FDYDWHGIURPWKHFDOFUHWLVHGDQGZHDWKHUHGNLPEHUOLWH
7KH . SLSH KDV LQVXIILFLHQW GHOLQHDWLRQ GDWD WR FUHDWH D PRGHO EXW OLPLWHG JUDGH DQG UHYHQXH GDWD
VXJJHVWVWKDWLWLVSURVSHFWLYHDQG DVVXFKDGHOLQHDWLRQGULOOLQJSURJUDPPHDQGUHYHQXHEXONVDPSOH
DUHUHFRPPHQGHG

%XGJHWHG([SHQGLWXUHIRU)XUWKHU:RUN DQG0LQLPXP)XQGLQJ5HTXLUHPHQW
$VVWLSXODWHGHDUOLHUSURYLGLQJWKHFDUDWEXONVDPSOHYHULILHVWKHUHYHQXHHVWLPDWHWKHPLQLPXP
IXQGLQJ UHTXLUHPHQW LQFOXGHV WKH DVVHW SXUFKDVH SULFH RI 5PLOOLRQ FDSH[ FRVWV RI 5PLOOLRQ DQG
UXQQLQJFRVWVIRUWKHILUVW\HDURI5PLOOLRQ5HYHQXHRI86PLOOLRQFDQEHH[SHFWHGIURPWKHILUVW
\HDURI VDPSOLQJDQG PLQLQJ
$Q H[SORUDWLRQ EXGJHW KDV EHHQ SURSRVHG WR ILUVWO\ VHFXUH WKH FDUDW UHYHQXH VDPSOH IURP .
DQGVHFRQGO\ GHOLQHDWHWKHYROXPHRIWKH .SLSHWRDGHSWKRIP DQGVHFXUHDFDUDWUHYHQXH
VDPSOH7KHVHFRVWV DUHGHWDLOHGLQ 7DEOH  DQG 7DEOH  IRU .DQG .UHVSHFWLYHO\



7(5062)5()(5(1&(

2Q UG $SULO  %5' HQWHUHG LQWR DQ RSWLRQ DJUHHPHQW ZLWK '5 D ZKROO\ RZQHG VXEVLGLDU\ RI
75  SXUVXDQW WR ZKLFK %5' KDV WKH H[FOXVLYH ULJKW WR DFTXLUH WKH 0LQLQJ 5LJKW RYHU WKH .DUHHYOHL
7HQHPHQWV DQGDVVRFLDWHGSODQWDQGHTXLSPHQW)ROORZLQJ$GPLVVLRQ%5'ZLOORZQWKHDVVRFLDWHG
SODQWDQGHTXLSPHQWKRZHYHUFRPSOHWLRQRIWKHWUDQVIHURIWKH 0LQLQJ 5LJKWLV VXEMHFWWRWKH6HFWLRQ
DSSURYDORIWKHWUDQVIHURIVXFKULJKWE\WKHPLQLVWHURIWKH6RXWK$IULFDQ'HSDUWPHQWRI0LQHUDO
5HVRXUFHV IURP'5 WR%5'7KH 0LQLQJ 5LJKW DVJUDQWHGWR'5 WHUPLQDWHVRQWK $XJXVW
%5' HQJDJHG =  D 6RXWK $IULFDQ UHJLVWHUHG FRPSDQ\ WR FRPSOHWH DQ LQGHSHQGHQW &35 RQ WKH
GLDPRQGLIHURXV.DUHHYOHL .LPEHUOLWHV 7KLV&35LVFRPSOLDQWZLWKWKH -XQH1RWHIRU0LQLQJ2LO
DQG*DV &RPSDQLHVLVVXHGE\$,05HJXODWLRQRIWKH/RQGRQ6WRFN([FKDQJHSOF

,QIRUPDWLRQ6RXUFHV
7KHSULPDU\VRXUFHRIWKHGDWDDQGGRFXPHQWDWLRQXWLOLVHGWRSUHSDUHWKLV&35ZHUHSURYLGHGE\75
XQGHU WKH WHUPV RI WKH RSWLRQ DJUHHPHQW 7KLV LQFOXGHG YDULRXV UHSRUWV FRPSOHWHG GXULQJ WKH
H[SORUDWLRQ DQG HYDOXDWLRQ SURJUDPPHV RQ WKH .DUHHYOHL .LPEHUOLWHV DQG D QXPEHU RI 0LFURVRIW
([FHO VSUHDGVKHHWVFRQWDLQLQJ YDULRXVGDWDVHWVUHODWHGWRWKH H[SORUDWLRQ SKDVHV XQGHUWDNHQE\ '5
DQG RWKHU FRPSDQLHV WKDW XQGHUWRRN ZRUN RQ .DUHHYOHL 7KH DXWKRU RI WKLV &35 'U -RKQ $QGUHZ
*ULOOV DOVRXQGHUWRRND ILHOG YLVLWWRWKH.DUHHYOHL VLWH RQ0D\  DQGLQDGGLWLRQ KDGDPHHWLQJ
ZLWK 0U $% +RUZLW] WKH75 OHJDO UHSUHVHQWDWLYHLQ.LPEHUOH\6RXWK$IULFD
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
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$OWKRXJK YDULRXV HYDOXDWLRQ SKDVHV KDG EHHQ XQGHUWDNHQ RQ WKH .DUHHYOHL .LPEHUOLWHV WKH ZRUN WR
SURGXFHDGHFODUDEOHPLQHUDOUHVRXUFHKDGQRWEHHQFRPSOHWHG7KLVZRUNZKLFKLQFOXGHGWKHFUHDWLRQ
RI WKUHHGLPHQVLRQDO JHRORJLFDOPRGHOVLQ'DWDPLQH DQGWKH HVWLPDWLRQRIJUDGHGHQVLW\DQGUHYHQXH
ZDV XQGHUWDNHQ E\ WKH DXWKRU LQ DFFRUGDQFH ZLWK WKH 6RXWK $IULFDQ &RGH IRU WKH 5HSRUWLQJ RI
([SORUDWLRQ 5HVXOWV 0LQHUDO 5HVRXUFHV DQG 0LQHUDO 5HVHUYHV 6$05(& FRGH   (GLWLRQ DV
DPHQGHGLQ-XO\
= XQGHUVWDQGVWKDWWKLV&35PD\EHXVHGE\%5' LQUHODWLRQWRWKH&RPSDQ\¶VDGPLVVLRQWR$,0DQG
WRUDLVHIXQGVIRUIXUWKHUH[SORUDWLRQDQG WKH GHYHORSPHQWRIWKH.DUHHYOHL SURMHFW

6LWH9LVLW
$VLWHYLVLWZDV PDGH WR.DUHHYOHL E\'U-RKQ$QGUHZ*ULOOV WR
x
x
x

UHYLHZHYLGHQFHRIWKHSURVSHFWLQJZRUNXQGHUWDNHQLQWKHILHOG
YLVLW WKH RQVLWH VDPSOLQJ SODQW ZKLOH QRQRSHUDWLRQDO  WR WDNH D KLJK OHYHO YLHZ RQ WKH
VXLWDELOLW\RILWVPHWDOOXUJLFDOSURFHVVDQG
DVVHVVWKHSK\VLRJUDSK\DQGDFFHVVLELOLW\RIWKHDUHD

(YLGHQFH RIWKHGULOOLQJ ZDVDYDLODEOHIRUWKHPDMRULW\ RIWKHH[SORUDWLRQSKDVHV DQGFHUWDLQO\WKHPRVW
UHFHQWSKDVHV XQGHUWDNHQE\ '57KHDSSUR[LPDWHSRVLWLRQRID QXPEHURIWKHSHUFXVVLRQDQGDXJHU
KROHV ZHUH YHULILHG IRU HDFK RI WKH NLPEHUOLWH SLSHV E\ *36 7KH '5 ´ SHUFXVVLRQ GULOO KROHV DUH
JHQHUDOO\ZHOOGHPDUFDWHGZLWKQDPHGFHPHQWEORFNV EXW WKH%DXHU DXJHUKROHVKDYHEHHQILOOHGLQ
IRUWKHSURWHFWLRQRIIDUPOLYHVWRFN+RZHYHU WKHXQWUHDWHGQHDUVXUIDFHFDOFUHWHVDPSOHVZKLFKZHUH
QRWWUDPPHGWRWKHVDPSOLQJSODQWDUHHYLGHQWDWHDFKGULOOVLWH
7KHRQVLWHVDPSOHSODQWZDVIRXQGWREHLQJRRGFRQGLWLRQDQGDIWHUUHIXUELVKPHQWRIWKHVFUHHQVDQG
FUXVKLQJ FLUFXLWV ZKLFK FRXOG EH VLPSOLILHG IURP D WZLQ V\VWHP WR D VLQJOH FUXVKLQJ FLUFXLW ZLOO EH
VXLWDEOH IRU NLPEHUOLWH WUHDWPHQW '06 FRQFHQWUDWH ZLOO EH WUDQVSRUWHG VHFXUHO\ LQ PHWDO GUXPV IURP
WKH SODQW WR WKH )LQDO 5HFRYHU\ VHFWLRQ LQ .LPEHUOH\ ZKLFK LQFOXGHV D )ORZVRUW DQG ILQDO KDQG
VRUWLQJ7KH)LQDO5HFRYHU\VHFWLRQZDVQRWYLHZHGGXULQJWKHVLWHYLVLW
:KLOHLQ.LPEHUOH\DYLVLW ZDV PDGHWRWKH75 UHSUHVHQWDWLYH 0U $ % +RUZLW] DQGWKHGLDPRQG
UHJLVWHUIRU WKH .DUHHYOHL H[SORUDWLRQ ZDVFKHFNHGWRYHULI\WKHVDPSOHUHFRYHULHVTXRWHGLQWKHYDULRXV
HOHFWURQLFILOHVSURYLGHG E\75 7KHFDUDWUHFRYHULHVFRXOGEHPDWFKHGH[DFWO\WRWKHRIILFLDOGLDPRQG
UHJLVWHU7KH.DUHHYOHLGLDPRQGSDUFHOZDVKRZHYHUQRWDYDLODEOHIRUYLHZLQJ DVWKHGLDPRQGVKDYH
EHHQVROG +RZHYHUWKHUHSRUWE\%DUNHUFRQWDLQVSKRWRJUDSKVRIWKH.DUHHYOHLGLDPRQGSDUFHOVWKDW
ZHUHSUHSDUHGIRUWHQGHULQ

&RPSHWHQFHRI$XWKRU
7KLVUHSRUWKDVEHHQSUHSDUHGE\'U -RKQ$QGUHZ *ULOOVD3ULQFLSDO0LQHUDO5HVRXUFH$QDO\VWDQG =
'LUHFWRU= ZDVIRXQGHGLQDQGLVDPLQHUDOUHVRXUFHFRQVXOWDQF\WKDWVSHFLDOLVHVLQWKHDQDO\VLV
DQG HVWLPDWLRQ RI GLDPRQG GHSRVLWV = ¶V 3ULQFLSDO 0LQHUDO 5HVRXUFH $QDO\VWV KDYH XQGHUWDNHQ WKH
HVWLPDWLRQRIWKHYDVWPDMRULW\RIWKHPDMRUNLPEHUOLWHGHSRVLWVEHLQJPLQHGWRGD\LQFOXGLQJWKH2UDSD
DQG -ZDQHQJ SLSHV LQ %RWVZDQD WKH 9HQHWLD SLSH LQ 6RXWK $IULFD DQG WKH 9LFWRU DQG 6QDS /DNH
NLPEHUOLWHV LQ&DQDGD
7KH DXWKRU KROGV D %6F +RQRXUV GHJUHH DQG D 3K' LQ *HRORJ\ IURP WKH 4XHHQV 8QLYHUVLW\ RI
%HOIDVWLQWKH8QLWHG.LQJGRP,QDGGLWLRQ D'LSORPDLQ$GYDQFHG*HRVWDWLVWLFV &)6* ZDVREWDLQHG
IURPWKH(FROHGHV0LQHVGH3DULV LQ)UDQFH
7KH DXWKRU KDV EHHQ GLUHFWO\ LQYROYHG LQ WKH HVWLPDWLRQ DQG FODVVLILFDWLRQ RI PLQHUDOLVHG GLDPRQG
GHSRVLWVIRUWKHODVW  \HDUV +H ZRUNHGDW 'H%HHUV 1DPDTXDODQG0LQHVDV WKH *HRORJLVWLQ FKDUJHRI
WKHSURGXFWLRQVHUYLFHDQGFRQWLJXRXVHYDOXDWLRQIRUD VHYHQ \HDUSHULRGIURP +HZDVWKHQ
WUDQVIHUUHGWR'H%HHUV*URXS6HUYLFHV ZKHUH KH OHG WKH 3ODFHU(VWLPDWLRQ'HSDUWPHQWEHIRUHEHLQJ
PDGH +HDG RI (VWLPDWLRQ 7KLV UROH LQYROYHG WKH PDQDJHPHQW RI WKH SURYLVLRQ RI PLQHUDO UHVRXUFH
HVWLPDWLRQVHUYLFHVWRWKH'H%HHUVRSHUDWLRQVJOREDOO\7KHDXWKRUOHIW'H%HHUVZLWKWKUHHHVWLPDWLRQ
FROOHDJXHVWRIRXQG= LQ
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
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7KHDXWKRULV DPHPEHURIWKH*HRVWDWLVWLFDO6RFLHW\RI6RXWK$IULFDDQGLVUHJLVWHUHGDVD*HRORJLFDO
6FLHQWLVW ZLWK WKH 6RXWK $IULFDQ &RXQFLO IRU 1DWXUDO 6FLHQWLILF 3URIHVVLRQV 5HJLVWUDWLRQ 1R
  'U -RKQ$QGUHZ *ULOOV TXDOLILHVDVD &RPSHWHQW 3HUVRQDVGHILQHGLQWKH 6$05(&FRGH

,QGHSHQGHQFHRIWKH$XWKRUDQG=
=  LV D IXOO\ LQGHSHQGHQW PLQHUDO UHVRXUFH FRQVXOWDQF\ 1HLWKHU =  QRU WKH DXWKRU RI WKLV UHSRUW 'U
-RKQ$QGUHZ *ULOOV KDYHDQ\EXVLQHVVUHODWLRQVKLSZLWK%5' QRUVWDQGWREHQHILWILQDQFLDOO\IURPDQ\
IXWXUH WUDQVDFWLRQV UHODWHG WR WKH SURSHUWLHV FRQVLGHUHG LQ WKLV DGPLVVLRQ GRFXPHQW DSDUW IURP WKH
HQJDJHPHQW WRXQGHUWDNHWKLV&35$VVXFKWKHYLHZVH[SUHVVHGLQWKLV&35DUH JHQXLQHO\KHOGE\WKH
DXWKRUDQG DUH LPSDUWLDODQGXQELDVHG
%5' KDYH DFFHSWHG WKDW WKH TXDOLILFDWLRQV SURIHVVLRQDO PHPEHUVKLSV H[SHULHQFH H[SHUWLVH DQG
FRPSHWHQFH RI ERWK =  DQG WKH DXWKRU XQGHUWDNLQJ WKLV &35 DUH DSSURSULDWH DQG UHOHYDQW IRU WKH
SUHSDUDWLRQRIWKLV &35

'LVFODLPHU 5HOLDQFHRQ2WKHU([SHUWV
$OWKRXJKDVLWHYLVLW ZDV XQGHUWDNHQWRUHYLHZ WKHHYLGHQFHRIWKH YDULRXV SURVSHFWLQJ SKDVHVLQWKH
ILHOG WKH GULOOLQJ PHWKRGRORJLHV ZHUH SHUFXVVLRQ DQG DXJHU ZLWK WKH HQWLUH VDPSOH EHLQJ VHQW IRU
WUHDWPHQW $V VXFK WKHUH DUH QR DYDLODEOH GXSOLFDWHV RU VWRUHG VDPSOHV WR UHYLHZ WKH JHRORJLFDO
LQWHUSUHWDWLRQ RU SURFHVV FKHFN VDPSOHV 7KH DXWKRU ZDV QRW SUHVHQW GXULQJ DQ\ RI WKH SURVSHFWLQJ
SKDVHVWKDWZHUHXQGHUWDNHQRQ.DUHHYOHL
7KHYDULRXVHOHFWURQLFILOHVDQGUHSRUWVSURYLGHGE\%5'WKHUHIRUHEHFRPHFULWLFDOLQWHUPVRIWKHGDWD
XWLOLVHGWKHPLQHUDOUHVRXUFHHVWLPDWHXQGHUWDNHQDQGWKHVXEVHTXHQWYLHZVH[SUHVVHGLQWKLV&357KH
DXWKRU FDQ RQO\ DVVXPH WKDW WKH GDWD DQG WHFKQLFDO GRFXPHQWV XWLOLVHG OLVWHG LQ VHFWLRQ  LQ WKH
FRPSLODWLRQRIWKLV&35DUHDFFXUDWHDQGFRPSOHWHLQDOOPDWHULDODVSHFWV 1RLQYHVWLJDWLRQVWRYHULI\
WKHVRXUFHRIWKHGRFXPHQWVSURYLGHGE\%5'ZHUHXQGHUWDNHQ,WVKRXOGEHQRWHGKRZHYHUWKDWWKH
DXWKRU KDV WDNHQ GXH FDUH DQG GLOLJHQFH LQ WHUPV RI WKH XVH RI WKH GDWD DQG LQIRUPDWLRQ SURYLGHG E\
%5'
7KHDXWKRUKDVKDGVLJKWRIFRSLHVRIWKHRULJLQDOGRFXPHQWVJUDQWLQJWKHPLQLQJULJKW 05 WR
'5 DZKROO\RZQHGVXEVLGLDU\RI75 7KH PLQLQJ ULJKWFRYHUVDQDUHDRIKDDQGLQFOXGHV
x 5HPDLQGHURI)DUP
x 3RUWLRQRI)DUP
x 3RUWLRQRI )DUPDQG
x 3RUWLRQRI)DUP
7KH GRFXPHQWDWLRQ VWDWHV WKDW ³7KH PLQLQJ ULJKW VKDOO FRPPHQFH RQ VW $XJXVW  DQG XQOHVV
FDQFHOOHGRUVXVSHQGHGLQWHUPVRIWKLVFODXVHRIWKLVULJKWRU6HFWLRQRIWKHDFWZLOOFRQWLQXHWR
EHLQIRUFHIRU DSHULRGRI WZHOYH  \HDUVHQGLQJRQ $XJXVW´ 7KHDXWKRUDFFHSWV%5'¶V
DVVXUDQFHV WKDW WKH 0LQLQJ 5LJKW KHOG E\ '5 LV VWLOO LQ JRRG VWDQGLQJ +RZHYHU WKH DXWKRU LV QRW
TXDOLILHGWRUHSRUWRQWKH OHJDOVWDWXVRI PLQLQJULJKWV
)LJXUH  LVDFRS\RIWKHPDSLQFOXGHGLQWKHDSSHQGL[RIWKH 0LQLQJ 5LJKWGRFXPHQW7KHGHWDLOVRI
WKH 0LQLQJ 5LJKW ERXQGDU\ KDYH EHHQ RYHUODLQ RQ WKH RIILFLDO JRYHUQPHQW  VFDOH PDS RI WKH
.DUHHYOHLDUHDLQ )LJXUH 7KHORFDWLRQRIWKH . . .DQG .NLPEHUOLWHV KDYHEHHQLQFOXGHGWR
YHULI\WKHLU SRVLWLRQRQWKH 0LQLQJ 5LJKW
%5' KDV ZDUUDQWHG WKDW D IXOO GLVFORVXUH RI DOO PDWHULDO LQ WKHLU SRVVHVVLRQ ZDV PDGH WR WKH DXWKRU
%5'KDYHDJUHHGWKDWQRFODLPZLOOEHPDGHDJDLQVW= RUWKHDXWKRULQUHODWLRQWRWKHUHFRYHU\RIDQ\
ORVVRUGDPDJHVLQFXUUHGDVDUHVXOWRI= DQGWKHDXWKRUVUHOLDQFHRQWKHPDWHULDOSURYLGHGE\%5',Q
DGGLWLRQ%5'KDYHLQGHPQLILHGWKHDXWKRUDQG= DJDLQVWDQ\FODLPDULVLQJ IURPWKHSUHSDUDWLRQRI
WKLVUHSRUWH[FHSWZKHUHLWLVSURYHQ WKDWZLOIXOPLVFRQGXFWRUQHJOLJHQFHLVDWWULEXWDEOHWR= RUWKH
DXWKRU$Q\FODLPRIZKDWHYHUQDWXUHLVERXQGE\WKHFRQGLWLRQVDJUHHGLQWKH &35HQJDJHPHQWOHWWHU
VLJQHGE\= DQG%5'
7KH&35 KDVEHHQUHYLHZHG E\%5' IRU IDFWXDOHUURUVEXWDQ\FKDQJHV PDGHKDYH QRWDIIHFWHGWKH
UHVXOWV QRU WKH YLHZV H[SUHVVHG LQ WKH UHSRUW 6KRXOG DGGLWLRQDO KLVWRULFDO LQIRUPDWLRQ EHFRPH
DYDLODEOH= UHVHUYHWKHULJKWWRDPHQGWKHUHVXOWVDQGFRQFOXVLRQVRIWKH&35
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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)LJXUH  &RS\RIRULJLQDOQRWDULDOPLQLQJ ULJKW GHWDLOVDVDSSURYHGLQ

)LJXUH  2YHUOD\RIPLQLQJULJKWRQDVFDOHPDSZLWKWKHORFDOLW\RIWKH.DUHHYOHL
.LPEHUOLWHVVKRZQ
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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1R0DWHULDO&KDQJH
= DQGWKHDXWKRUDUHQRWDZDUHRIWKHQRQGLVFORVXUHRIDQ\LQIRUPDWLRQWKDWZRXOGPDWHULDOO\FKDQJH
WKHYLHZVH[SUHVVHGLQWKLVUHSRUW



,1752'8&7,21


/LFHQVH/RFDWLRQ
7KH.DUHHYOHL .LPEHUOLWHV DUH ORFDWHGDSSUR[LPDWHO\NPQRUWKZHVWRI.LPEHUOH\LQWKH1RUWKHUQ
&DSH3URYLQFHRI6RXWK$IULFD )LJXUH  )RXURIWKHNLPEHUOLWHV . . .DQG . DUHVLWXDWHG
LQFORVHSUR[LPLW\WRHDFKRWKHURQWKHIDUP:HVKRHNWKHILIWKNLPEHUOLWH . OLHVNPIXUWKHU
QRUWKHDVWRQWKHIDUP6NLHWIRQWHLQ

)LJXUH  /RFDWLRQRIWKH.DUHHYOHL .LPEHUOLWHV DSSUR[LPDWHO\NPQRUWKZHVW RI.LPEHUOH\

$FFHVVLELOLW\DQG&RPPXQLFDWLRQV
7KH.DUHHYOHL .LPEHUOLWHVOLH DSSUR[LPDWHO\NPQRUWKRIWKHPDLQ5WDUURDGIURP%DUNO\:HVWWR
'DQLHOVNXLO$FFHVVIURPWKH5 DW.RRSPDQVIRQWHLQ LVYLDD JUDYHOURDGRI UHDVRQDEOH TXDOLW\2QFH
WKH .DUHHYOHL :HV IDUP LV UHDFKHG WKH SURMHFW VLWH LV DSSUR[LPDWHO\ NP IURP WKH JUDYHO URDG RQ D
VHFRQG VPDOOHU JUDYHO URDG $FFHVVLELOLW\ WR WKH VLWH LV DGHTXDWH IRU H[SORUDWLRQ DQG PLQLQJ
GHYHORSPHQWSXUSRVHVDVZLWQHVVHGE\WKHSUHVHQFHRIDWRQQHKRXUSODQWWKDWKDV EHHQLQVWDOOHGRQ
WKH .DUHHYOHL7HQHPHQWV$FFHVVWRVLWHGRHVQRWUHTXLUHYHKLFOHVZLWKD[FDSDELOLW\
7KH QHDUHVW DLUSRUW LV DW .LPEHUOH\ NP WR WKH VRXWKHDVW RI WKH .DUHHYOHL 7HQHPHQWV ZLWK GDLO\
IOLJKWV VFKHGXOHG WR-RKDQQHVEXUJ
0DLQVHOHFWULFLW\LVDYDLODEOHNPIURPWKHSODQWVLWHKRZHYHUWKUHHJHQHUDWRUVDUHLQFOXGHGRQWKH75
DVVHWOLVW $SSHQGL[ DQGWKHVHZLOOEHVHUYLFHGDQGXVHGWRSRZHUWKHSODQW:DWHUZLOOEHVRXUFHG
IURP H[LVWLQJ ERUHKROHV RQ WKH SURSHUW\ WKDW DUH FXUUHQWO\ SURGXFLQJ $ FRQVLGHUDEOH SRUWLRQ RI WKH
SODQWZDWHUZLOOEHUHF\FOHG
7KHDUHDLVDGHTXDWHO\VHUYHGE\FHOOXODUSKRQHRSHUDWRUVDQGFHOOSKRQHUHFHSWLRQLVDYDLODEOHRQVLWH

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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&OLPDWH
7KH .DUHHYOHL .LPEHUOLWHV DUH DW DQ HOHYDWLRQ RI DSSUR[LPDWHO\ P DPVO 6XPPHU GD\V DUH
W\SLFDOO\KRW ZKHUHDVLQZLQWHULWLVYHU\FROGDWQLJKWEXWJHQHUDOO\ZDUPDQGVXQQ\GXULQJWKHGD\
7KHPLQLPXPDQGPD[LPXPPHDQGDLO\WHPSHUDWXUHVYDU\IURPWR&LQVXPPHUDQGWR &
LQZLQWHU7KHPHDQDQQXDOSUHFLSLWDWLRQYDULHVIURPPP

9HJHWDWLRQ
7KHYHJHWDWLRQRIWKH .DUHHYOHL7HQHPHQWV DUHDKDVEHHQGHVFULEHGDV*KDDS3ODWHDX9DDOERVYHOGE\
0XFLQDDQG5XWKHUIRUG  7KHYHJHWDWLRQLVW\SLILHGE\DZHOOGHYHORSHGVKUXEOD\HU GRPLQDWHG
E\ 7DUFKRQDQWKXVFDPSKRUDWHV$FDFLDNDUURR DQG $ KHEHFODGD$QRSHQWUHHOD\HU H[LVWV ZKLFKLV
GRPLQDWHGE\ 2OHDHXURSDHD$WRUWLOLV=L]SKXVPXFURQDWD DQG 5KXVODQFHD7KHYHJHWDWLRQV\VWHPRI
WKH *KDDS 3ODWHDX KDV W\SLFDOO\ EHHQ LPSDFWHG E\ OLYHVWRFN JUD]LQJ DQG WKLV LV WKH FDVH RQ WKH
.DUHHYOHL 7HQHPHQWV 7KH PDLQ HFRQRPLF XVHV RI WKH DUHD DUH OLYHVWRFN IDUPLQJ JDPH IDUPLQJ DQG
PLQLQJ

3K\VLRJUDSK\
7KH.DUHHYOHL .LPEHUOLWHV OLHDWDSSUR[LPDWHO\PDPVODQG WKHODQGVXUIDFH H[KLELWV DUHODWLYHO\
FRQVWDQWHOHYDWLRQ 7KH*RRJOHLPDJH )LJXUH  VKRZVDIDLUO\FRQVWDQWFRYHUDJHRIVKUXEZLWKDQ
RSHQWUHHOD\HU$SURPLQHQWYOHL VHSDUDWHV WKH . . .DQG .NLPEHUOLWHV RQ.DUHHYOHL:HV IURP
WKH . SLSH RQ WKH IDUP 6NLHWIRQWHLQ 7KLV YOHL OLHV DSSUR[LPDWHO\ P ORZHU WKDQ WKH VXUURXQGLQJ
SODWHDX

)LJXUH  ,PDJHRIWKH . . .DQG .NLPEHUOLWHVVXSHULPSRVHGRQDUHFHQW*RRJOHVDWHOOLWH
LPDJH7KHWUHDWPHQWSODQWVLWHLVDOVRHYLGHQWDGMDFHQWWR .

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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.$5((9/(, (;325$7,21$1' 35263(&7,1* +,6725<

$QXPEHURIH[SORUDWLRQFRPSDQLHVKDYHZRUNHGRQWKH.DUHHYOHL .LPEHUOLWHV DQGWKLVKDVUHVXOWHGLQ
YDULRXV SKDVHVRISURVSHFWLQJWKURXJKWLPH

'H%HHUV([SORUDWLRQ 6HUYLFHV µ'%(6¶
)ROORZLQJ DQ DLUERUQH PDJQHWLF VXUYH\ RI WKH *KDDS 3ODWHDX E\ '%(6 D VHW RI DQRPDOLHV ZHUH
LGHQWLILHG DV NLPEHUOLWH WDUJHWV '%(6 SURFHHGHG WR GULOO WKUHH KROHV RQ WKH ODUJHU DQRPDOLHV DQG
GLVFRYHUWKH.DUHHYOHL .LPEHUOLWHV LQ

*HQFRU'LDPRQG5HVRXUFHV 3W\ /WG µ'5¶ -RLQW 9HQWXUH
,QD*HQFRU'5 D ZKROO\RZQHGVXEVLGLDU\RI$IUL2UH DWWKHWLPH -RLQW 9HQWXUH GULOOHGDWRWDO
RI QLQH SHUFXVVLRQ KROHV IRU JHRORJLFDO GHOLQHDWLRQ  DQG VHYHQ WULFRQH KROHV IRU JUDGH VDPSOLQJ  WR
IXUWKHULQYHVWLJDWHWKHNLPEHUOLWHRFFXUUHQFHV2QHDQGVL[WULFRQHKROHVZHUHGULOOHGLQWRWKH .DQG
.SLSHVUHVSHFWLYHO\7UHDWPHQWZDVWKURXJKDSDQSODQWZLWKODWHUJUHDVHUHFRYHU\RIWKHFRPELQHG
SDQ SODQW WDLOLQJV 7KH UHVXOWV DUH VXPPDULVHG LQ 7DEOH  %DVHG RQ D OLPLWHG VDPSOH PDVV RI
WRQQHVDJUDGHRIFSKWFDQEHFDOFXODWHGIRUWKLVPL[HGVDPSOLQJ SURJUDPPH RQ WKH .DQG .
NLPEHUOLWHSLSHV
7UHDWPHQW
.LPEHUOLWH 3LSH
6WRQHV
&DUDWV

3DQ3ODQW
.



*UHDVH
. .



.



7DEOH   *HQFRU'5 -9WULFRQHVDPSOLQJUHVXOWV


'LDPRQG5HVRXUFHV 3W\ /WG µ'5¶
)ROORZLQJ WKH ZLWKGUDZDO RI *HQFRU IURP WKH -RLQW 9HQWXUH '5 XQGHUWRRN D SKDVH RI P GLDPHWHU
DXJHUGULOOLQJIRUHYDOXDWLRQSXUSRVHVLQ$WRWDORI KROHVZHUHGULOOHGWKUHHKROHVLQWRHDFKRI
WKH . DQG . SLSHV DQG VHYHQ KROHV LQWR WKH ODUJHU . SLSH7KH VDPSOH PDWHULDO ZDV FUXVKHG DQG
WUHDWHG WKURXJK DQ HLJKW IRRW SDQ SODQW &RDUVHU IUDFWLRQV ZHUH KDQGVRUWHG ZKLOVW WKH ILQHU IUDFWLRQV
ZHUHFRQFHQWUDWHGRQD3OHLW]MLJ7UDFHUUHFRYHU\WRWHVWWKHHIILFLHQF\RIWKHSDQSODQWZDVSRRUDW
 GXH WR SUREOHPV UHODWLQJ WR WKH VWDELOLVDWLRQ RI WKH GHQVLW\ RI WKH ³SXGGOH´ ([FOXGLQJ WKH SDQ
FOHDQLQJ FDUDWV DWRWDORIGLDPRQGVZHLJKLQJFDUDWVZHUHUHFRYHUHG$EUHDNGRZQRIWKH
UHFRYHULHV SHU KROH DUH VXPPDULVHG LQ 7DEOH  ,W VKRXOG EH QRWHG WKDW QR VDPSOH WRQQDJH ZDV
DYDLODEOHLQWKHOLWHUDWXUHIRU GULOOKROH 'DQDSSUR[LPDWHWRQQDJHKDV EHHQHVWLPDWHGE\= IURPWKH
GULOO OHQJWK %DVHG RQ WKH OLPLWHG VDPSOH YROXPHV LQGLYLGXDO SLSH JUDGHV RI FSKW FSKW DQG
FSKW FDQ EH FDOFXODWHG IRU WKH . . DQG . NLPEHUOLWH SLSHV UHVSHFWLYHO\ IURP WKLV VDPSOLQJ
SURJUDPPH
.LPEHUOLWH3LSH

.

.

.
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$SSUR[LPDWHWRQQDJHHVWLPDWHE\=6WDUEDVHGRQWKHLQWHUVHFWHGNLPEHUOLWHOHQJWKLQ'

7DEOH  '5 $IUL2UH PDXJHUVDPSOLQJ UHVXOWV


7DZDQD5HVRXUFHV 1/ µ75¶
,QHDUO\ 75 SXUFKDVHG'5 DQGWKXV DFTXLUHG RZQHUVKLSRIWKH.DUHHYOHL .LPEHUOLWHV$SKDVHG
HYDOXDWLRQSURJUDPPH ZDVSODQQHG ZKLFKVWDUWHG ZLWKSHUFXVVLRQGULOOLQJ IRU JHRORJLFDOGHOLQHDWLRQ
DQGJUDGHDQGGHQVLW\VDPSOLQJ WRHYDOXDWHWKH .DQG .NLPEHUOLWHSLSHVLQ6DPSOLQJJULGVRI
PDQGPZHUHFKRVHQIRUWKH .DQG .NLPEHUOLWHVUHVSHFWLYHO\$GHFLVLRQZDVWDNHQWRGULOO
´ SHUFXVVLRQ KROHV WR D GHSWK RI P 6DPSOH FROOHFWLRQ ZDV KRZHYHU QRW HQFORVHG ZLWK
SHUFXVVLRQGULOOFKLSVEHLQJFROOHFWHGLQDIODWPHWDOWUD\WKDWVXUURXQGHGWKHGULOOVWHP7KHVDPSOHZDV
WUDQVSRUWHG E\ ZKHHOEDUURZ DQG VWRFNSLOHG IRU VDPSOH SURFHVVLQJ 7KH VDPSOH WUHDWPHQW SURFHVV
LQFOXGHG VFUXEELQJ IROORZHG E\ D WURPPHO ZLWK WKH PP PP PDWHULDO EHLQJ IHG WR D3OHLW] MLJ
ILWWHGZLWKDPP VFUHHQ DQGWKHPPPDWHULDOJRLQJVWUDLJKW WRKDQGVRUWLQJ7KHILQHUIUDFWLRQ
RIWKH3OHLW]MLJFRQFHQWUDWHSURYHGWLPHFRQVXPLQJWRWUHDWDQGDVDUHVXOW%URPRIRUPZDVXWLOLVHG WR
DLG FRQFHQWUDWLRQ
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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$IWHU WZR PRQWKV RI VORZ SURJUHVV D GHFLVLRQ ZDV WDNHQ WR WHUPLQDWH WKH RQVLWH WUHDWPHQW DQG WKH
UHPDLQLQJ VDPSOHV ZHUH FROOHFWHG DQG WUHDWHG XQGHU FRQWUDFW E\ WKH 'H %HHUV (YDOXDWLRQ 6HUYLFHV
'HSDUWPHQW µ(6'¶ LQ .LPEHUOH\ 7KH VDPSOHV ZHUH SDVVHG WKURXJK D MDZ FUXVKHU ZLWK DQ PP
FORVHGJDSDQGRQWRDVFUXEEHU7KHVFUXEEHUSURGXFWZDVVFUHHQHGWRPP PP7KHPP
PDWHULDO ZDV FUXVKHG WR PP DQG UHLQWURGXFHG WR WKH SURFHVV 7KH SURGXFW ZDV WKHQ PL[HG ZLWK
)HUUR6LOLFRQ µ)H6L¶ DQG IHG LQWR D GHQVH PHGLD VHSDUDWLRQ µ'06¶  XQLW ZLWK D PP GLDPHWHU
F\FORQHDQGDPPVSLJRW7KHSRVW'06FRQFHQWUDWHZDVVHDOHGDQGH[SRUWHGIRUILQDOUHFRYHU\LQ
.LPEHUOH\ $ )ORZVRUW PDFKLQH ZDV XWLOLVHG WR SURGXFH SRVW ;UD\ FRQFHQWUDWH ZKLFK ZDV KDQG
VRUWHGDWWKH'H%HHUV(6'IDFLOLW\7KHVDPSOLQJUHVXOWVDUHVXPPDULVHGLQ 7DEOH 
,Q WKH GDWD SURYLGHG E\ 75 VDPSOLQJ LQWHUYDOV IRU WKH SHUFXVVLRQ KROHV YDULHG IURP  WR P
,PSRUWDQWO\ DOWKRXJK WKH VDPSOH VL]H IRU WKH P OLIWV ZDV LQVXIILFLHQW LQ WHUPV RI UHSUHVHQWDWLYH
LQGLYLGXDO VDPSOLQJ RI WKHVH UHODWLYHO\ ORZ JUDGH SLSHV LW LV HYLGHQW WKDW GLDPRQG UHFRYHULHV KDYH
RFFXUUHGDWDOOGHSWKVWKURXJKRXWWKHWZRSLSHVWKXVFRQILUPLQJWKHSUHVHQFHDQG UHDVRQDEOH FRQWLQXLW\
RIJUDGHWRDGHSWKRIP
%DVHGRQWKLVVDPSOLQJFDPSDLJQZKLFKKDVJRRGVSDWLDOFRYHUDJHEXWXQIRUWXQDWHO\DOLPLWHGVDPSOH
VL]HJUDGHVRIFSKWDQGFSKWFDQEHFDOFXODWHGIRUWKH .DQG .NLPEHUOLWHSLSHVUHVSHFWLYHO\
.LPEHUOLWH3LSH
6DPSOH7RQQDJH GU\KHDGIHHG
6WRQHV
&DUDWV

.
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7DEOH  '5 ´SHUFXVVLRQVDPSOLQJUHVXOWV
,Q  D GHFLVLRQ ZDV WDNHQ E\ 75 WR LPSOHPHQW D %DXHU DXJHU VDPSOLQJ SURJUDPPH WR
VLJQLILFDQWO\LQFUHDVHWKHVDPSOHVL]HDQGREWDLQPRUHUHSUHVHQWDWLYHLQGLYLGXDOVDPSOHUHVXOWV,QLWLDOO\
D P GLDPHWHU FURVV VHFWLRQDO DUHD RI P  DXJHU EXFNHW ZDV XWLOLVHG EXW LW TXLFNO\ EHFDPH
DSSDUHQWWKDWWKLVODUJHWRRO KDGGLIILFXOW\LQSHQHWUDWLQJ WKHJURXQGFRQGLWLRQV $VDUHVXOWDFKDQJH
ZDVPDGHWRDVPDOOHUPGLDPHWHU FURVVVHFWLRQDODUHDRIP DXJHUEXFNHW7KHKROHVZHUH
GULOOHGDVFORVHDVSRVVLEOHWRWKHPD[LPXPNHOO\EDUOHQJWKRIP$VWKH NLPEHUOLWHEHFDPHPRUH
FRPSHWHQWZLWKGHSWKDFRQVLGHUDEOHQXPEHURIWKHKROHVKDGWREHWHUPLQDWHGHDUO\
$WRWDORIDQGKROHVZHUHGULOOHG RQWKH . . .DQG . SLSHVUHVSHFWLYHO\ 7ZRKROHV
ZHUHVLWHGRQ .EXWLWDSSHDUVWKDWWKH\WHUPLQDWHGLQWKHFDOFUHWHZLWKQRNLPEHUOLWHVDPSOHPDWHULDO
EHLQJJHQHUDWHGIRUWUHDWPHQWDVQRUHVXOWVZHUHSURYLGHG
7KHFDOFUHWHDQGNLPEHUOLWHZDVVWRFNSLOHGVHSDUDWHO\DGMDFHQWWRHDFKKROHIRUWUDQVSRUWDQGWUHDWPHQW
DWDWSK'06SODQWWKDWZDVFRPPLVVLRQHGRQVLWH7KHSURFHVVLQFRUSRUDWHGDVFUXEEHUDQGWURPPHO
WKDW VL]HG PDWHULDO WR D PP PP '06 IHHG 2YHUVL]H IURP WKH VFUXEEHU DQG PP PP
'06 WDLOLQJV ZHUH FROOHFWHG DQG LQ FHUWDLQ FDVHV WKLV PDWHULDO ZDV VXEMHFWHG WR D UHFUXVK FLUFXLW WR
SURGXFHPP PPPDWHULDOWKDWZDVIHGWKURXJKWKH'06DVDVHSDUDWHVDPSOH,WVKRXOGEHQRWHG
WKDWWKHUHDSSHDUVWREHDGLVFUHSDQF\LQWKHERWWRPFXWRIIUHSRUWLQJ PPLQWKHSODQWIORZVKHHWDQG
PPLQWKH6QRZGHQ&35 LQWKH YDULRXVUHSRUWV 'XULQJDVLWH YLVLWWKH VFUHHQV ZHUHYLHZHGDQG
IRXQGWREH VORWWHGPP VFUHHQV 7KHPPERWWRPFXWRII LV PRUHLQ NHHSLQJ ZLWK WKHREVHUYHG
UDZ GDWD VL]H IUHTXHQF\ GLVWULEXWLRQ FXUYHV ZKHQ WKH\ ZHUH SORWWHG VHH 6HFWLRQ   '06
FRQFHQWUDWHVZHUHVWRUHGDQGWUDQVSRUWHGLQVHDOHGSODVWLFGUXPV)LQDOUHFRYHU\LQYROYHGDGRXEOHSDVV
WKURXJKD)ORZVRUW;UD\ PDFKLQH DQGKDQGVRUWLQJ;UD\WDLOVZHUHDOVRSDVVHGRYHUDJUHDVHWDEOH
%RWKWKH'06DQG;UD\FRPSRQHQWVRIWKHSURFHVVZHUHDXGLWHGUHJXODUO\ ZLWKUHDOGLDPRQGV 7KH
DXWKRUDVVXPHVWKDWWKHVHGLDPRQGVZHUHDFFXUDWHO\DFFRXQWHGIRUDVWUDFHUV
7KH%DXHU DXJHUVDPSOHUHVXOWVSHUKROHDUH VXPPDULVHGLQ 7DEOH ,WVKRXOG EHQRWHGWKDWWKHVH
VDPSOHV KDYH EHHQ DVVLJQHG JHRORJLFDO FRGHV WKDW DUH FRPSDWLEOH ZLWK WKH ' 'DWDPLQH PRGHO
FUHDWHG E\ =  :KHUH VDPSOHV KDYH PL[HG IDFLHV WKH SHUFHQWDJH VSOLW LV VKRZQ '  'LDWUHPH %
.LPEHUOLWH%UHFFLD7 7XII0XGVWRQH 

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
QG)ORRU2IILFH%ORFN-7KH7HUUDFHV 6WHHQEHUJ2IILFH3DUN7RNDL
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7DEOH  75 %DXHU DXJHUVDPSOLQJVDPSOLQJUHVXOWV WRWDOUHFRYHU\ VKRZQ

.$5((9/(, *(2/2*<


5HJLRQDO DQG/RFDO *HRORJ\
7KH *KDDS 3ODWHDX LV DSSUR[LPDWHO\ NP LQ H[WHQW DQG LV SULPDULO\ FRPSULVHG RI FDUERQDWH
VHGLPHQWV SUHGRPLQDQWO\ GRORPLWHV WKDW ZHUH GHSRVLWHG LQ D VKDOORZ LQODQG VHD DSSUR[LPDWHO\ 
ELOOLRQ \HDUV DJR 7KH .DUHHYOHL .LPEHUOLWHV KDYH EHHQ HPSODFHG LQWR FRDUVHO\ FU\VWDOOLQH DQG
UHFU\VWDOOLVHGGRORPLWHV RI WKH &DPSEHOOUDQG VXEJURXS RIWKH*KDDS3ODWHDX)RUPDWLRQ7KHGRORPLWH
VWUDWDRIWKH&DPSEHOOUDQG VXEJURXSDUH DSSUR[LPDWHO\KRUL]RQWDORQWKHZHVWHUQHGJHRIWKHSODWHDX
DQGVWHHSHQVOLJKWO\WRGLS DW  WRZDUGVWKHZHVW RQWKHZHVWHUQHGJHRIWKHSODWHDX
'LDPRQGLIHURXVNLPEHUOLWHSLSHVDUHDOPRVWH[FOXVLYHO\IRXQGLQUHJLRQVXQGHUODLQE\$UFKDHQFUDWRQ
FUXVWROGHUWKDQELOOLRQ\HDUV DV KLJKSUHVVXUHDQGUHODWLYHO\ORZWHPSHUDWXUH & IRUPDWLRQ
FRQGLWLRQV RFFXUWKDW DUH VXLWDEOHIRU GLDPRQGVWRIRUP
7KH75 ORJJLQJ RI WKH .DUHHYOHL .LPEHUOLWHV LQWHUVHFWLRQV LV LQ D PRUH WUDGLWLRQDO QRPHQFODWXUH DQG
WKHUHIRUH WKH JHQHUDO NLPEHUOLWH GHVFULSWLRQ EHORZ KDV EHHQ DOLJQHG ZLWK WKLV WUDGLWLRQDO DSSURDFK ,W
VKRXOGEHUHPHPEHUHGWKDWQRNLPEHUOLWHVDPSOHV ZHUH DYDLODEOHIRUUHYLHZ
7KH 'H %HHUV KDQGERRN RQ NLPEHUOLWH H[SORUDWLRQ DQG PLQLQJ ZZZGHEHHUVJURXSFRP  GHVFULEHV
NLPEHUOLWHV DVEHLQJ WUDGLWLRQDOO\GLYLGHGLQWRURRWGLDWUHPHDQGFUDWHU]RQHV7KHURRW]RQHRFFXUVDW
WKH EDVH RI WKH NLPEHUOLWH SLSH DQG W\SLFDOO\ LV LUUHJXODU LQ VKDSH DQG FRPSULVHG RI +\SDE\VVDO
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
QG)ORRU2IILFH%ORFN-7KH7HUUDFHV 6WHHQEHUJ2IILFH3DUN7RNDL
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PDJPDWLF PDWHULDO7KH'LDWUHPH]RQH LVXVXDOO\WKHFHQWUDOSRUWLRQRIWKHNLPEHUOLWHDQGWKHODUJHVW
LQWHUPVRIYROXPH,WLVFKDUDFWHULVHGE\WKHSUHVHQFHRI7XIILVLWLF.LPEHUOLWH%UHFFLD µ7.%¶ ZKLFK
FDQEHHDVLO\ZHDWKHUHGDWKLJKHUOHYHOVLQWKHSLSH 7KH7.%FRQVLVWVRIDQJXODU[HQROLWKVRIFRXQWU\
URFNFRPELQHGZLWKPDQWOHGHULYHGIUDJPHQWVVHWLQDILQHJUDLQHGPDWUL[ 7KHFUDWHU]RQHLVWKHXSSHU
OHYHO RI WKH SLSH ZKHUH WKH NLPEHUOLWH KDV RIWHQ EHHQ UHZRUNHG WR IRUP VXEKRUL]RQWDO OD\HUHG
NLPEHUOLWHULFKVHGLPHQWDU\GHSRVLWVDORQJ ZLWKGHEULVIORZVDQGS\URFODVWLFXQLWV
7KH 75 ORJJLQJ LQGLFDWHV WKDW WKH YDVW PDMRULW\ RI WKH .DUHHYOHL SLSH YROXPHV WKDW KDYH EHHQ
GHOLQHDWHG DUH 'LDWUHPH ]RQHNLPEHUOLWH+RZHYHUWKHUHLVHYLGHQFHRIDQHDUOLHU+\SDE\VVDOSKDVHLQ
.DQGWRDOHVVHUH[WHQW LQ .7KHUHLVVRPHWXIIDQGPXGVWRQHLQDEDVLQVKDSHGIHDWXUHDWDKLJKHU
OHYHOLQ .ZKLFK PD\EHDQLQGLFDWLRQRID FUDWHUIDFLHVHQYLURQPHQW

*HRORJLFDODQG9ROXPH0RGHOOLQJ
*HRORJLFDO ORJJLQJ RI WKH YDULRXV SKDVHV RI SHUFXVVLRQ KROHV ZHUH XQGHUWDNHQ E\ WKH UHVSHFWLYH
JHRORJLVWV RQ WKH SURMHFW DW WKH WLPH 7KH PRVW LPSRUWDQW SKDVHV RI JHRORJLFDO GDWD DFTXLVLWLRQ DUH
SURYLGHGE\WKH´SHUFXVVLRQGULOOLQJ RIWKH .DQG .NLPEHUOLWHVDQGWKH´SHUFXVVLRQGULOOLQJRI
WKH . SLSH %RWK RI WKHVH SKDVHV LQYROYHG YHUWLFDOO\ RULHQWDWHG GULOOLQJ DQG ZHUH XQGHUWDNHQ DQG
ORJJHG E\ 75¶V JHRORJLVWV $V WKH SHUFXVVLRQ FKLSV ZHUH WUHDWHG IRU GLDPRQG UHFRYHULHV WKHUH LV QR
SRVVLELOLW\RIYHULI\LQJWKHJHRORJLFDOORJJLQJ 7KHUHZDVLQVXIILFLHQWSHUFXVVLRQGDWDWRPRGHOWKH .
DQG . NLPEHUOLWH SLSHV DQG WKHUHIRUH WKH SRVVLELOLW\ RI JHQHUDWLQJ PLQHUDO UHVRXUFHV IRU WKHVH SLSHV
ZDVQRWFRQVLGHUHG
7KH´SHUFXVVLRQKROHVZHUHGULOOHG WRDGHSWKRIP RQDPDQGPJULGIRUWKH .DQG .
SLSHVUHVSHFWLYHO\7KH´SHUFXVVLRQKROHVRQ .ZHUHGULOOHG WRDQDYHUDJH GHSWKRI P RQDVWDU
SDWWHUQ GXHWRWKHVKDSHRIWKHNLPEHUOLWH $QXPEHURIROGHUJHQHUDWLRQSHUFXVVLRQKROHVDOVRH[LVWRQ
DOO WKUHH SLSHV 7KH TXDQWLW\ RI LQIRUPDWLRQ RQ DOO WKUHH SLSHV LV VXIILFLHQW IRU ' JHRORJLFDO VROLG
PRGHOVWREHFUHDWHG'DWDPLQHVRIWZDUHZDVXWLOLVHGWRFUHDWHWKHPRGHOVZKLFKZHUHEDVHG SXUHO\
RQ WKH 75 JHRORJLFDO ORJJLQJ LH QR UHLQWHUSUHWDWLRQ RI WKH JHRORJLFDO PRGHO ZDV XQGHUWDNHQ ,W
VKRXOGEHQRWHGWKDWWKH PRUHUHFHQW ´SHUFXVVLRQKROHVZHUHORJJHGZLWKGLIIHUHQWJHRORJLFDOFRGHV
WR WKH ´ SHUFXVVLRQ GULOOLQJ DQG DV VXFK ZHUH DVVLJQHG DQ 8QGLIIHUHQWLDWHG .LPEHUOLWH FRGH DV
'LDWUHPHDQG+\SDE\VVDOIDFLHV ZHUHQRWGLIIHUHQWLDWHGLQWKHORJJLQJ 6WULQJV IRUWKHNLPEHUOLWHIDFLHV
ZHUH PRGHOOHG LQ SODQ YLHZ RQ D P YHUWLFDO VSDFLQJ RU FORVHU LI UHTXLUHG DQG RQ WKH GULOO KROH
VHFWLRQOLQHV IRUWKHYDULRXVZHDWKHULQJVXUIDFHV,QERWKFDVHVWKHVWULQJVZHUH WKHQFRQQHFWHGWRFUHDWH
WKH UHTXLUHG VROLGV DQG VXUIDFHV WR UHSUHVHQW WKH YDULRXV IDFLHV )RU HDFK RI WKH WKUHH SLSHV WKH VROLG
PRGHOVZHUH FRQVWUDLQHG WRDGHSWKRIPEHORZWKHGHHSHVW GULOOKROH

)LJXUH  6FKHPDWLFYLHZRI WKH PRGHOOHG . .DQG .SLSHV
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
QG)ORRU2IILFH%ORFN-7KH7HUUDFHV 6WHHQEHUJ2IILFH3DUN7RNDL
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7KH PRGHOOHG FURVVVHFWLRQDO DUHDV RI WKH NLPEHUOLWH SLSHV ZKHUH WKH\ DEXW DJDLQVW WKH FDOFUHWH DUH
KDKDDQGKDIRUWKH . .DQG .SLSHVUHVSHFWLYHO\ )LJXUH   $OOWKHSLSHVH[KLELWD
FDOFUHWHFDSSLQJZKLFKYDULHVIURPPLQGHSWK%HORZWKLVDFDOFUHWLVHGNLPEHUOLWHXQLWLV SUHVHQW
P LQ WKLFNQHVV  EHIRUH LQWHUVHFWLQJ WKH ZHDWKHUHG NLPEHUOLWH 7KH ZHDWKHULQJ SURILOH LV KLJKO\
YDULDEOH UDQJLQJ IURP P LQ WKLFNQHVV 7KH NLPEHUOLWH DV ORJJHG E\ 75 LQ VRPHZKDW RXWGDWHG
QRPHQFODWXUH LVSULPDULO\'LDWUHPH IDFLHVDOWKRXJKDSDUWLDOULQJRIDQHDUOLHUSKDVHRI+\SDE\VVDO
IDFLHVNLPEHUOLWH KDVWREHPRGHOOHG LQERWK WKHODUJHU .SLSH )LJXUH  DQG WKH .SLSH )LJXUH
 7KH . NLPEHUOLWHKDVDWXIIDQGPXGVWRQHXQLWWRZDUGVWKHWRSRIWKHSLSHDQGWKLVKDV DOVR EHHQ
PRGHOOHG VHSDUDWHO\

)LJXUH  6RXWKVRXWKZHVW QRUWKQRUWKHDVWVHFWLRQWKURXJKWKHPRGHOOHG .DQG .NLPEHUOLWHSLSHV

)LJXUH  :HVWVRXWKZHVW HDVWQRUWKHDVWVHFWLRQWKURXJKWKHPRGHOOHG .NLPEHUOLWHSLSH
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /WG5HJLVWUDWLRQ1R
QG)ORRU2IILFH%ORFN-7KH7HUUDFHV 6WHHQEHUJ2IILFH3DUN7RNDL
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7KH PRGHOOHG YROXPHV URXQGHG WR QHDUHVW P IRU HDFK SLSH¶V IDFLHV DUH VXPPDULVHG LQ 7DEOH

.
.LPEHUOLWH7\SH

9ROXPH P

&DOFUHWLVHG.LPEHUOLWH



:HDWKHUHG.LPEHUOLWH

.
.LPEHUOLWH7\SH
&DOFUHWLVHG'LDWUHPH





:HDWKHUHG'LDWUHPH



:HDWKHUHG+\SDE\VVDO



:HDWKHUHG .LPEHUOLWH
%UHFFLD

7RWDO



)UHVK'LDWUHPH



)UHVK+\SDE\VVDO



)UHVK
%UHFFLD

.
.LPEHUOLWH7\SH

9ROXPH P

&DOFUHWLVHG'LDWUHPH+LJK
&DOFUHWLVHG'LDWUHPH/RZ
&DOFUHWLVHG +\SDE\VVDO





&DOFUHWLVHG7XII+LJK



&DOFUHWLVHG7XII/RZ
&DOFUHWLVHG.LPEHUOLWH%UHFFLD/RZ




:HDWKHUHG'LDWUHPH+LJK
:HDWKHUHG'LDWUHPH /RZ
:HDWKHUHG+\SDE\VVDO





:HDWKHUHG7XII+LJK
:HDWKHUHG7XII/RZ




:HDWKHUHG.LPEHUOLWH%UHFFLD+LJK
:HDWKHUHG.LPEHUOLWH %UHFFLD/RZ
)UHVK'LDWUHPH+LJK





)UHVK'LDWUHPH/RZ
)UHVK+\SDE\VVDO
)UHVK7XII+LJK
)UHVK7XII/RZ

.LPEHUOLWH










)UHVK.LPEHUOLWH%UHFFLD+LJK
)UHVK.LPEHUOLWH%UHFFLD/RZ



7DEOH  0RGHOOHGYROXPHVIRUWKH . .DQG .SLSHVSHUIDFLHV



9ROXPH P





(67,0$7,21

1RSUHYLRXVDWWHPSWVDWDQDO\VLQJWKHVDPSOLQJGDWD ZLWKDYLHZWR SURGXFLQJ DPLQHUDOUHVRXUFHKDG
EHHQ DWWHPSWHG %XW WKUHH GLPHQVLRQDO PRGHOV KDYH EHHQ FUHDWHG IRU WKH . . DQG . SLSHV DQG
VXIILFLHQW GDWD LV DYDLODEOH WR HVWLPDWH WKHLU JUDGH GHQVLW\ DQG UHYHQXH 7KHUHDIWHU WKH DSSOLFDWLRQ RI
UHDVRQDEOH SURVSHFWVIRU HYHQWXDO HFRQRPLF H[WUDFWLRQ µ53(((¶ DQGD UHYLHZ RIWKHFRQILGHQFHLQWKH
NH\HVWLPDWLRQYDULDEOHV ZLOOEHFRQVLGHUHGSULRUWRDGHFLVLRQEHLQJWDNHQUHJDUGLQJWKHGHFODUDWLRQRI
DPLQHUDOUHVRXUFHLQDFFRUGDQFHZLWKWKH6$05(&FRGH

'HQVLW\(VWLPDWLRQ
'HQVLW\ PHDVXUHPHQWV DUH DYDLODEOH IRU WKH ´ SHUFXVVLRQ VDPSOLQJ SURJUDPPH RQ WKH . DQG .
NLPEHUOLWHSLSHV'XHWRWKHYDULDEOHVDPSOHOHQJWKDGHFLVLRQZDVWDNHQWR GLVFUHWLVHWKHGDWDLQWRP
VDPSOHOHQJWKVWRUHPRYHELDVUHODWHGWRVDPSOHVL]H7KHGDWDZDVWKHQHOHFWURQLFDOO\FRGHGRQWRWKH
'DWDPLQHJHRORJLFDOPRGHO'HQVLW\ZLOOQRWRQO\YDU\LQUHODWLRQWRURFNW\SHEXWDOVRDFFRUGLQJWR
WKH H[WHQW RI DOWHUDWLRQ RU ZHDWKHULQJ WKDW KDV RFFXUUHG $Q LQWHJUDO SDUW RI WKH JHRORJLFDO PRGHOOLQJ
ZDV WKH LQWHUSRODWLRQ RI VXUIDFHV WR VHSDUDWH FDOFUHWLVHG NLPEHUOLWH IURP ZHDWKHUHG NLPEHUOLWH DQG
ZHDWKHUHGNLPEHUOLWHIURPIUHVKNLPEHUOLWH0HDQGHQVLW\YDOXHV ]RQDOHVWLPDWHV IRUHDFKRIWKHURFN
XQLWVIRUWKH .DQG .SLSHVZHUHWKHQFDOFXODWHG 7DEOH  
5RFN&RGH
&DOFUHWH
&DOFUHWLVHG .LPEHUOLWH
:HDWKHUHG'LDWUHPH
:HDWKHUHG+\SDE\VVDO
:HDWKHUHG7XII0XG
:HDWKHUHG.LPE%UHFFLD
)UHVK'LDWUHPH
)UHVK+\SDE\VVDO
)UHVK7XII0XG
)UHVK.LPE %UHFFLD

.
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'HQVLW\ WP
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7DEOH  'HQVLW\HVWLPDWHVIRU . .DQG .SLSHV

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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1RUREXVWGHQVLW\PHDVXUHPHQWVZHUHDYDLODEOHIRUWKH .NLPEHUOLWHDQGWKXVGHQVLW\HVWLPDWHVZHUH
H[WUDSRODWHG IURP WKH DGMDFHQW . SLSH $V H[SHFWHG WKH ZHDWKHUHG NLPEHUOLWH XQLWV H[KLELW ORZHU
GHQVLWLHVWKDQWKHLUIUHVKHTXLYDOHQWV

*UDGH(VWLPDWLRQ
,WLVLPSRUWDQWWKDWDVXLWDEOHYDULDEOHLVFKRVHQIRU WKH JUDGHHVWLPDWLRQRIWKHYDULRXVSLSHV3UHYLRXV
HVWLPDWHVDW.DUHHYOHL ZHUHXQGHUWDNHQLQFDUDWVSHUKXQGUHGWRQQH FSKW EXWWKLVPL[HVWKHJUDGHDQG
GHQVLW\ YDULDEOHV ZKLFK YDU\ VSDWLDOO\ IRU GLIIHUHQW UHDVRQV7KLV = HVWLPDWH ZLOO XWLOLVH D FDUDWV SHU
PHWUHFXEHG FP YDULDEOHIRUJUDGHDVWKHGHQVLW\KDVEHHQ HVWLPDWHG VHSDUDWHO\ LQWRQQHVSHUPHWUH
FXEHG WP 
'XHWRWKHLQVXIILFLHQWVDPSOHVXSSRUWRIWKHHDUOLHUVDPSOLQJFDPSDLJQV DGHFLVLRQZDVWDNHQWRRQO\
XVHWKH%DXHU DXJHUVDPSOHUHVXOWVIRUJUDGHHVWLPDWLRQ 7KHVDPSOH GDWDVXPPDULVHGLQ 7DEOH 
VKRZVWKDWVLJQLILFDQWUHFRYHULHVZHUHUHWXUQHGE\DSRVWFUXVK UHFUXVK VDPSOHLQWKHNLPEHUOLWHV,W
LV LPSHUDWLYHWKDWWKH JUDGH HVWLPDWHV DUHFDOFXODWHGIURPD FRQVLVWHQW EDVHDQGWKHUHIRUHDGHFLVLRQZDV
WDNHQWRDSSO\D UHFUXVKIDFWRUWRWKRVHNLPEHUOLWHVDPSOHVWKDWKDGQRWEHHQVXEMHFWHGWR WKLV SKDVHRI
WUHDWPHQW $ VLQJOH VDPSOH /' IURP . KDG QRW EHHQ UHFUXVKHG DQG D IDFWRU SHU VLHYH FODVV ZDV
FDOFXODWHGIRUWKLVVDPSOHIURPWKHRWKHUIRXU .VDPSOHV1R UHFUXVK KDGEHHQXQGHUWDNHQIRUWKH .
DQG .%DXHU VDPSOHVDQGDIDFWRUSHUVLHYHFODVVZDVFDOFXODWHGIURPWKH .%DXHU UHVXOWVZKHUH
SUH DQG SRVW FUXVK UHVXOWV ZHUH DYDLODEOH IRU DOO VDPSOHV 7KH IDFWRUV ZHUH DSSOLHG WR JHQHUDWH FDUDW
UHFRYHULHVSHUVLHYHFODVVSHUVDPSOH 1RIDFWRUV ZHUHDSSOLHGWRWKHFDOFUHWHXQLWDV LQLWLDOVDPSOLQJ
VKRZVWKDWLWLV ORZJUDGHDQGZLOO EH VWULSSHGDV ZDVWHGXULQJPLQLQJ $GHFLVLRQZDVWDNHQWRXWLOLVH
WKHWKHRUHWLFDO%DXHU DXJHUKROHYROXPH FURVVVHFWLRQDODUHD [ VDPSOHOHQJWK DVWKHVDPSOHYROXPH
LQ HDFK FDVH 7KH DPHQGHG VDPSOH GDWDVHW DW D  GLDPRQG VLHYH ERWWRP FXWRII ZLWK DOORZDQFHV
PDGHIRUWKH UHFUXVK NLPEHUOLWHVDPSOHVRQO\ LVVKRZQ LQ 7DEOH 

)LJXUH  'LDWUHPH+LJK ± 'LDWUHPH/RZJUDGHERXQGDU\LQ .
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7KHHVWLPDWLRQGDWDVHWZDVXWLOLVHGWRFUHDWHFP JUDGHVIRUHDFKRIWKHIDFLHVPRGHOOHG7KHHVWLPDWHV
ZHUH FDOFXODWHG E\ GLYLGLQJ WKH WRWDO FDUDWV E\ WKH WRWDO VDPSOHG YROXPH LQ HDFK IDFLHV 3ULRU WR WKH
FDOFXODWLRQKRZHYHUDFKDQJHKDGWREHPDGHWRDGGUHVVWKHDPELJXLW\LQWHUPVRIWKHERWWRPFXWRII
XVHGIRUWKHWUHDWPHQWRIWKH%DXHU DXJHUVDPSOHV$VWKHVL]HIUHTXHQF\GLVWULEXWLRQV µ6)'¶V VKRZ
WKDW WKH . . DQG . NLPEHUOLWHV DUH UHODWLYHO\ ILQH VWRQH VL]H SURGXFHUV D GHFLVLRQ ZDV WDNHQ WR
PRGHOWKH6)'VWRDPPVTXDUHDSHUWXUHVLHYHERWWRPFXWRII7KLVLQYROYHGWKHXVHRIIDFWRUVWRDGG
DVPDOO DPRXQWRIFDUDWV DQGIRUWKH ...DQG .NLPEHUOLWHVUHVSHFWLYHO\ EDFN
LQWRWKHWKUHHVPDOOHVWVLHYHFODVVHV7KHDGMXVWHGFDUDWVDQGUHVXOWVRIWKH]RQDOJUDGHHVWLPDWLRQDUH
VKRZQLQ 7DEOH 
$UHYLHZRIWKH JUDGH VDPSOHVLQWKH'LDWUHPHIDFLHVRIWKH .NLPEHUOLWHVKRZHGDVLJQLILFDQWFKDQJH
LQJUDGHEHWZHHQWKHQRUWKDQGVRXWK UHJLRQV RIWKHSLSH$VDUHVXOWDGHFLVLRQZDVWDNHQWRPRGHOD
YHUWLFDOJUDGHERXQGDU\WRVXEGLYLGHWKHJUDGHHVWLPDWHIRUWKH'LDWUHPHIDFLHV )LJXUH  7KH .
'LDWUHPHVDPSOHVLQ 7DEOH  KDYHEHHQ DVVLJQHGD+LJKRU/RZFRGHEDVHGRQWKLVERXQGDU\
3LSH

%DXHU+ROH
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7DEOH  (VWLPDWLRQ GDWDVHWZLWKSRVWFUXVKVDPSOH IDFWRULVDWLRQ GLDPRQGVLHYHERWWRPFXWRII
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.
&DOFUHWH
8QGLIIHUHQWLDWHG
.LPEHUOLWH
.
&DOFUHWH
+\SDE\VVDO
'LDWUHPH
.LPEHUOLWH%UHFFLD
.
&DOFUHWH
+\SDE\VVDO
'LDWUHPH+LJK
'LDWUHPH/RZ
7XII 0XGVWRQH+LJK
7XII 0XGVWRQH/RZ
.LPEHUOLWH%UHFFLD+LJK
.LPEHUOLWH%UHFFLD/RZ
.
&DOFUHWH
8QGLIIHUHQWLDWHG
.LPEHUOLWH
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7DEOH  (VWLPDWHG IDFLHV JUDGHVZLWKPPVTXDUHDSHUWXUHERWWRPFXWRIIDSSOLHG
$VDQXPEHURIIDFLHVZHUHQRWVDPSOHGJUDGHVKDGWREHH[WUDSRODWHGIURPDGMDFHQWIDFLHV,QWKHFDVH
RIWKHFDOFUHWHJUDGHVIRU . .DQG .ZHUHH[WUDSRODWHGIURPWKH&DOFUHWHWR'LDWUHPHJUDGHUDWLRV
LQ . $V WKH +\SDE\VVDO XQLW LQ . ZDV QRW VDPSOHG WKH 'LDWUHPH JUDGH ZDV H[WUDSRODWHG WR WKLV
VPDOOYROXPHXQLW,Q .DQG .WKHNLPEHUOLWHEUHFFLDVZKLFKDUHVLJQLILFDQWO\GLOXWHGZLWKFRXQWU\
URFNZHUHDVVLJQHGRIWKHKRVW'LDWUHPHJUDGH,WVKRXOGEHQRWHGWKDWWKH7XII 0XGVWRQHXQLW
LQ .FRXOGQRWEHHVWLPDWHGVHSDUDWHO\DVLWZDVVDPSOHGDVSDUWRIWKH'LDWUHPHIDFLHV
,Q WHUPV RI UHDVRQDEOH SURVSHFWV IRU HYHQWXDO HFRQRPLF H[WUDFWLRQ LW LV SUREDEOH WKDW RQO\ WKH
8QGLIIHUHQWLDWHG .LPEHUOLWH IURP . WKH +\SDE\VVDO DQG 'LDWUHPH .LPEHUOLWH IURP . DQG WKH
'LDWUHPH +LJK DQG 7XII  0XGVWRQH +LJK ]RQHV IURP . FRXOG EH FRQVLGHUHG IRU PLQLQJ :KHQ
FRPELQHGZLWKGHQVLW\WKHJUDGHVIRUWKHVHIDFLHVDUHFSKWFSKWDQGFSKWIRU . .DQG .
UHVSHFWLYHO\
7KHVHJUDGHVDUHEDVHGRQWKH%DXHU DXJHUVDPSOLQJZKLFKLVW\SLFDOO\OLPLWHGWRWKHXSSHUKDOIRI
WKHNLPEHUOLWHVEHLQJPRGHOOHGDQGWKHUHIRUHKDVSRRUVSDWLDOFRYHUDJHRIWKHHQWLUHHVWLPDWHGYROXPH
,QWHUPVRIWKHHVWLPDWH D JUDGH UDQJHKDVEHHQFDOFXODWHGEDVHGRQDQRUPDOGLVWULEXWLRQWRUHIOHFWWKH
ULVNLQWKHHVWLPDWH7KHWK DQGWK SHUFHQWLOHV RIWKLVGLVWULEXWLRQ DUH FSKWDQGFSKWFSKWDQG
FSKW DQG FSKW DQG FSKW IRU WKH . . DQG . SLSHV UHVSHFWLYHO\ 7KHVH UDQJHV JLYH DQ
LQGLFDWLRQRIWKHVFRSHIRUYDULDELOLW\LQWKH ]RQDO JUDGHYDOXHV

5HYHQXH(VWLPDWLRQ
$Q HVWLPDWH RI WKH GLDPRQG UHYHQXH IRU D NLPEHUOLWH SLSH LQYROYHV PRGHOOLQJ RI WKH GLDPRQG VL]H
IUHTXHQF\GLVWULEXWLRQDQGWKHGLDPRQGYDOXH 86SHUFDUDWSHUVLHYHFODVV ,PSRUWDQWO\WKHUHYHQXH
PXVW EH HVWLPDWHG DW WKH VDPH PP ERWWRP FXWRII XVHG WR FDOFXODWH WKH JUDGH HVWLPDWH WR HQVXUH
FRPSDWLELOLW\
7KHXQPRGHOOHG6)'VIRUWKHIRXU.DUHHYOHLNLPEHUOLWHSLSHVWKDWKDYH%DXHU DXJHUGDWDDUHVKRZQ
LQ )LJXUH  $OOGLDPRQGGDWDDYDLODEOHKDYHEHHQXWLOLVHGLQWKHVH6)'VDQGWKH\LQFOXGHD UHFUXVK
IDFWRU IRU WKH NLPEHUOLWH VDPSOHV$OWKRXJKWKHUHLVOLPLWHGGLDPRQGGDWDDYDLODEOHWKHSORWVKRZVWKDW
WKHUHDUHFOHDUO\WZRGLIIHUHQW6)'VRQHIRUWKH . .DQG .NLPEHUOLWHSLSHVWKDWDUHVLWXDWHGLQ
FORVHSUR[LPLW\WRHDFKRWKHUDQGDVHFRQGFRDUVHU6)'IRUWKH .SLSH

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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)LJXUH  ,QGLYLGXDO.DUHHYOHLNLPEHUOLWHSLSH6)'V
7KHWZR6)'VZHUHPRGHOOHGWRDOORZIRUDPPVTXDUHDSHUWXUHERWWRPFXWRIIDQGWRQHJDWHWKHORVV
RIFDUDWVLQWKHODUJHUVLHYHFODVVHV GXHWRDODFNRIVDPSOHVXSSRUW9HU\ODUJHGLDPRQGVZLOOW\SLFDOO\
RQO\EHUHFRYHUHG ZKHQVLJQLILFDQWNLPEHUOLWH YROXPHVDUH WUHDWHG WKHVH YROXPHVDUHODUJHUWKDQWKH
FRPELQHG%DXHU DXJHUSURJUDPPHSHUSLSH7KH6)'PRGHOVKDYHWKHUHIRUHEHHQH[WHQGHGXSWRWKH
VLHYHFODVV7KHILQDOLVHGPRGHOVDUHVXPPDULVHGLQ 7DEOH  DQGVKRZQLQ )LJXUH 
6LHYH&ODVV














7RWDO

...0RGHO
















.0RGHO
















7DEOH  0RGHOOHG6)'VIRU ...DQG .

7ZR VHWV RI 86FDUDWVLHYH FODVV GDWD DUH DYDLODEOH IURP YDOXDWLRQV XQGHUWDNHQ ZKLOH 75 ZHUH LQ
FRQWURORIWKHSURMHFW,QDSDUFHORIFDUDWVWDNHQIURPWKH%DXHU DXJHUVDPSOLQJRI .
DQG . ZDV YDOXHG E\ * .DW] DQG 0 )DUUDU 7KLV VLHYH DQG FDUDWHUJUDLQHU GDWD ZDV XWLOLVHG E\ -
&KDSPDQ LQ  WR HVWLPDWH D YDOXH IRU WKHVH WZR SLSHV ,Q  0 %DUNHU HVWLPDWHG D
86FDUDWVLHYHFODVVYDOXHRQ'7&VLHYHFODVVHVIURPDWRWDO.DUHHYOHLSDUFHORIFDUDWV%RWKRI
WKHVH YDOXDWLRQV DUH VXPPDULVHG LQ 7DEOH  ,W VKRXOG EH QRWHG WKDW DOWKRXJK WKH YDOXHG GLDPRQG
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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SDUFHOVDUHFOHDUO\VWDWHGDVEHLQJGHULYHGIURP.DUHHYOHLLQWKHUHOHYDQWUHSRUWVWKHFDUDWDJHYDOXHG
FDQQRWEHWUDFHGEDFNWRVSHFLILF VDPSOHUHVXOWV

)LJXUH  6)' 0RGHOVDWDPPVTXDUHDSHUWXUHERWWRPFXWRIIIRUWKH ...SLSHVDQGWKH .
SLSH
&KDSPDQ'DWD
6LHYH&ODVV
$YHUDJH86FDUDW
JU
JU
JU
JU
















6LHYH&ODVV











%DUNHU'DWD
$YHUDJH86FDUDW











7DEOH  9DOXDWLRQGDWDGRFXPHQWHGE\&KDSPDQ  DQG%DUNHU 
7KH WZR VHWV RI YDOXDWLRQ GDWD ZHUH PRGHOOHG DQG PRUH UHSUHVHQWDWLYH 86FDUDWVLHYH FODVV YDOXHV
REWDLQHGWRFRYHUWKHUDQJHRIWKHPRGHOOHG ...6)' 7KHPRGHOOHGYDOXHVIRUWKHWZRVHWVRI
UDZGDWDDUHGHWDLOHGLQ 7DEOH 
:KHQWKHVH86FDUDWVLHYHFODVVGDWDDUHDSSOLHGWRWKHPRGHOOHGVL]HIUHTXHQF\GLVWULEXWLRQIRUWKH
FRPELQHG ...SLSHVDYHUDJHYDOXHVRI86FDUDWDQG86FDUDW FDQEHJHQHUDWHG7KH
FORVH SUR[LPLW\ RI WKH WZR YDOXHV JLYHV VRPH FRQILGHQFH LQ WKH UDZ YDOXDWLRQ GDWD GHVSLWH LWV VPDOO
VDPSOHVXSSRUWVL]HDVZHOODVSRWHQWLDOGLIIHUHQFHVLQ³SULFHERRN´EHWZHHQDQG
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0RGHOOHGIURP&KDSPDQ V'DWD
6LHYH&ODVV
$YHUDJH86FDUDW
!&7

&76

&76
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*5
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0RGHOOHGIURP%DUNHU V'DWD
6LHYH&ODVV
$YHUDJH86FDUDW


























7DEOH  0RGHOOHGYDOXHVIURP&KDSPDQ¶VDQG%DUNHU¶VUDZGDWD
$VWKHYDOXHVDUHVLPLODUDGHFLVLRQZDVWDNHQWRXWLOLVH WKH86FDUDWYDOXHIURP&KDSPDQ¶VGDWD
DVLWUHSUHVHQWVWZRRIWKHSLSHVWKDWKDYHEHHQPRGHOOHG .DQG . %DUNHU¶VGDWDLQFOXGHVWKH .
SLSHSDUFHOZKLFKH[KLELWVDFRDUVHU6)'DQGWKHUHIRUHLWLVOHVVUHSUHVHQWDWLYHJHRORJLFDOO\GHVSLWHWKH
LQFUHDVHGVDPSOHVXSSRUWVL]H RIWKHSDUFHO
5RXJK GLDPRQG SULFHV FDQ IOXFWXDWH FRQVLGHUDEO\ KRZHYHU LW KDV EHHQ HVWLPDWHG WKDW SULFHV ZHUH
DSSUR[LPDWHO\FRPSDUDEOHZKHQWKHWZRYDOXDWLRQVZHUHXQGHUWDNHQ7KLVLVQRWWKHFDVHIRUWKHSHULRG
IURPWRZKLFKKDVVHHQDVLJQLILFDQWLQFUHDVHLQURXJKGLDPRQGSULFH SHDNLQJEHWZHHQ-XQH
 DQG-XQH  IROORZHG E\ D PRUH UHFHQW HDVLQJ RI WKH SULFH ,W LV HVWLPDWHG WKDW FXUUHQW HQG
0D\ GLDPRQGSULFHVDUHDSSUR[LPDWHO\KLJKHUWKDQLQWKHUHIRUHDQDYHUDJHGLDPRQG
SULFH RI 86FDUDW LV HVWLPDWHG IRU WKH . . DQG . .DUHHYOHL GLDPRQGV ,W VKRXOG EH FOHDUO\
XQGHUVWRRGWKDWWKLVYDOXHFDQYDU\FRQVLGHUDEO\ GHSHQGHQW RQWKHHFRQRPLFHQYLURQPHQWLQWKHPDMRU
JOREDOGLDPRQGMHZHOU\PDUNHWV
7KH GHJUHH RI FRQILGHQFH LQ WKH 6)' PRGHO IRU WKH UHYHQXH HVWLPDWH RI WKH ... SLSHV LV
UHDVRQDEOH DV WKH DPRXQW RI PRGHOOLQJ UHTXLUHG LV IDLUO\ OLPLWHG $Q HVWLPDWH RI WKH 86FDUDWVLHYH
FODVVLVQRWDVVWUDLJKWIRUZDUGDVWKHSDUFHOLVH[WUHPHO\ OLPLWHG LQVL]H $UHYHQXHUDQJHKDVWKHUHIRUH
EHHQ FDOFXODWHG EDVHG RQ D QRUPDO GLVWULEXWLRQ WR UHIOHFW WKH ULVN LQ WKH HVWLPDWH 7KH WK DQG WK
SHUFHQWLOHVRIWKLVGLVWULEXWLRQDUH86FDUDWDQG86UHVSHFWLYHO\ZKLFKJLYHVDQLQGLFDWLRQRI
WKH VFRSHIRUYDULDELOLW\LQWKHDYHUDJHYDOXHRI86FDUDW



$33/,&$7,212)5($621$%/(35263(&762)(9(178$/(&2120,&
(;75$&7,21 53(((

7KH 6$05(& FRGH IRU WKH UHSRUWLQJ RI PLQHUDO UHVRXUFHV DQG UHVHUYHV VWUHVVHV WKH QHFHVVLW\ IRU D
PLQHUDO UHVRXUFH WR KDYH UHDVRQDEOH SURVSHFWV IRU HYHQWXDO HFRQRPLF H[WUDFWLRQ EHIRUH LW FDQ EH
GHFODUHG7KLVDSSOLHVWR0HDVXUHG,QGLFDWHGDQG,QIHUUHGPLQHUDOUHVRXUFHV
53(((FDQEHH[WUHPHO\GLIILFXOWWRTXDQWLI\HVSHFLDOO\LQGLDPRQGGHSRVLWV DVJHPV DUHDOX[XU\LWHP
DQGDVDUHVXOWWKH GLDPRQGSULFHFDQH[KLELWFRQVLGHUDEOHIOXFWXDWLRQV EDVHGRQWKHHFRQRPLFVWDWXVRI
WKHPDMRUGLDPRQGPDUNHWVDURXQGWKHZRUOG$VLPSOHZD\RIFDWHULQJIRU53(((LVWR FRQVLGHU WKH
HFRQRPLF YLDELOLW\ RI WKH HVWLPDWHV DJDLQVW D VLPSOLVWLF PLQLQJ VFHQDULR WR FRPSDUH WKH SRWHQWLDO
UHYHQXH VWUHDP WR UHDOLVWLFEXW JHQHULFPLQLQJDQGWUHDWPHQWFRVWV ,WPXVWEHVWUHVVHGWKDW WKH53(((
DQDO\VLV LVDJHQHULFPRGHOWRDLGGHILQLWLRQRIWKHPLQHUDOUHVRXUFHDQGQRWDGHWDLOHG SUDFWLFDO PLQH
SODQ
7KLVSKLORVRSK\ZDVDGRSWHGLQWKHFDVHRI WKH ..DQG. SLSHV$QDSSUR[LPDWLRQRIWKHRSHQ
SLWV UHTXLUHG WR PLQH . . DQG . WR GHSWKV RI P EDVH RI WKH PRGHO  P PRGHO H[WHQGV WR
P DQGP PRGHOH[WHQGVWRP UHVSHFWLYHO\ ZHUH FUHDWHGLQ'DWDPLQH )LJXUH   7KH
SLWVZHUHDVVLJQHG VORSHDQJOHV PYHUWLFDOEHQFKHVZLWKPKRUL]RQWDOVWHSV EHWZHHQEHQFKHV DV
WKLV ZDV FRQVLGHUHG UHDVRQDEOH LQ WKH FRPSHWHQW GRORPLWH ZDVWH URFN  7KH IROORZLQJ FRVWLQJ
SDUDPHWHUVZHUHXVHG
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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2YHUEXUGHQ DQG ZDVWH GULOOLQJDQG EODVWLQJ
&RQWUDFWRU RYHUEXUGHQDQG ZDVWH UHPRYDO
)UHVK NLPEHUOLWH GULOOLQJDQG EODVWLQJ
%5' ORDGLQJDQG KDXOLQJRI NLPEHUOLWHWRWUHDWPHQWIDFLOLW\
7UHDWPHQWRI NLPEHUOLWH LQFOXGHV)ORZVRUW 
+DQGVRUWRI)ORZVRUW VXSHUFRQFHQWUDWH
3ODQW XWLOLVDWLRQ KRXUV RIDKRXUVKLIW 
3HDN SURGXFWLRQIHHG WRQQHVKRXU 
586 H[FKDQJH UDWH

5WRQQH
5WRQQH
5WRQQH
5WRQQH
5WRQQH
1HJOLJLEOH

WRQQHVDQQXP
86 5

)LJXUH  6FKHPDWLFVKRZLQJWKHVLPSOLVWLFSLWVKHOOVXVHGWRFDOFXODWH53(((
7KH53(((VSUHDGVKHHWVDUHLQFOXGHGDV$SSHQGL[ 7KHKLJKHVWJUDGHSLSH . ZRXOG SUHVXPDEO\
EHPLQHGILUVWDQGWKHUHIRUHDWWUDFWVWKHXSIURQWFDSLWDOFRVWVWKHVH LQFOXGH
x 3XUFKDVH SULFH 50
x 5HIXUELVKPHQWRIWKHVFUHHQLQJDQGFUXVKLQJVHFWLRQVRIWKH SODQW SULRUWRWUHDWPHQW 50
x 6HWXSFRVWV RIILFHV DFFRPPRGDWLRQDQGYHKLFOHV 50
x 3ODQW XSJUDGHWRLQFUHDVH WKHKHDGIHHGFDSDFLW\IURP WRWRQQHKRXU 50
x 3XUFKDVHRIUHIXUELVKHGH[FDYDWLRQDQGKDXOLQJHTXLSPHQW 50
7KHVLPSOLVWLF53(((UXQ KDV . EHLQJPLQHGDIWHU . DQG WKHQ . EHLQJPLQHGODVW&DSH[IRU .
DQG . LVFRQVWUDLQHGWRSODQWUHIXUELVKPHQW DQGHTXLSPHQWUHSODFHPHQW RQDURXWLQHEDVLV $GGLWLRQDO
&DSH[WRLQFUHDVHWKHFDSDFLW\RIWKHSODQWZRXOGEHUHTXLUHGVKRXOGSLSHVEHPLQHGVLPXOWDQHRXVO\
&RQWUDFWRUVDUHXWLOLVHGWRVWULSWKHFDOFUHWHDQGGRORPLWHLQWKHILUVW\HDUDQGVWRFNSLOH NLPEHUOLWH DWWKH
SODQW)URPWKHVHFRQG\HDU LWLVDVVXPHGWKDW %5'WDNHRYHUVWULSSLQJDQGORDGLQJDQG WKH KDXOLQJ RI
NLPEHUOLWH
7KHJHQHULF PLQLQJVFHQDULRV DOO H[KLELWDSRVLWLYHFRQWULEXWLRQ LIRQO\RSHUDWLRQDOFRVWVDUHFRQVLGHUHG
,I&DSH[LVLQFOXGHGLQWKHFRVWVWUHDP . RQO\MXVWDFKLHYHVDSRVLWLYHFRQWULEXWLRQ
,PSRUWDQWO\DOOWKUHHSLSHVTXDOLI\LQWHUPVRI53(((DQGH[KLELWWKHSRWHQWLDOWREHPLQHGDWVRPH
SRLQW LQ WKH IXWXUH EHDULQJ LQ PLQG WKH FRQILGHQFH DVVRFLDWHG ZLWK WKH JUDGH DQG LQ SDUWLFXODU WKH
UHYHQXHHVWLPDWHDQGSRWHQWLDOIOXFWXDWLRQVLQWKHGLDPRQGSULFH
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,QWHUPVRIDVVLJQLQJDOHYHORIFRQILGHQFHWR WKH ..DQG.SLSHV HVWLPDWHVWKHIROORZLQJLVVXHV
KDYHEHHQFRQVLGHUHG
x 7KH JHRORJLFDO VROLG PRGHOV FUHDWHG DUH EDVHG RQ D UHDVRQDEOH GDWD GHQVLW\ DQG WKH
H[WUDSRODWLRQ KDV EHHQ NHSW WR D PLQLPXP 8QIRUWXQDWHO\ WKH GULOOLQJ PHWKRGRORJLHV ZHUH
SHUFXVVLRQ DQG DXJHU DQG DV VXFK QR FRUH LV DYDLODEOH WR UHYLHZ RU FKHFN WKH JHRORJLFDO
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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x
x

x

LQWHUSUHWDWLRQDQGRUDPHQGWKHQRPHQFODWXUHWRFXUUHQWVWDQGDUGV ,WVKRXOGDOVREHQRWHGWKDW
WKH ORJJLQJRIGULOOFKLSVLVWUDGLWLRQDOO\GLIILFXOW 1RQHWKHOHVVWKHPRGHOVFUHDWHGDUHGHHPHG
WREHDUHDVRQDEOHIUDPHZRUNIRUWKHHVWLPDWLRQRIWKH JUDGHGHQVLW\DQGUHYHQXH YDULDEOHV
DQGWRSURYLGHUHSUHVHQWDWLYHYROXPHVIRUHVWLPDWLRQ7KHJHRORJ\RIWKH .SLSHZLOOQHHGWR
EHUHYLHZHGLQWHUPVRIWKH+LJK ± /RZ'LDWUHPHIDFLHVERXQGDU\
7KHGHQVLW\HVWLPDWHVDUHUREXVWDQGEDVHGRQJRRGVSDWLDO VDPSOH FRYHUDJHLQERWKWKH .
DQG .SLSHV7KHGHQVLW\IRU .KDVEHHQH[WUDSRODWHGIURPWKHDGMDFHQW . SLSHDQGLVRI
ORZHUFRQILGHQFH
7KH JUDGH HVWLPDWHV DUH ]RQDO SHU IDFLHV DQG EDVHG RQ WKH %DXHU DXJHU GULOOLQJ ZKLFK KDV
SURGXFHG WKHRQO\UHSUHVHQWDWLYH VDPSOHV LQWHUPVRIVL]H WDNHQDW .DUHHYOHL7KHLUVSDWLDO
FRYHUDJHLVOLPLWHGWRWKHWRSKDOIRIWKHPRGHOVLQ .DQG .DOWKRXJKJUDGHFRQWLQXLW\WR
GHSWK P LVFRQILUPHGE\WKH´SHUFXVVLRQGULOOLQJLQWKHVHWZRSLSHV7KHJUDGHVKDYH
EHHQ DPHQGHG IRU D UHFUXVK ZKHUH DEVHQW  DQG IRU D PP VTXDUH DSHUWXUH ERWWRP FXWRII
&DUDWUHFRYHULHVDUHUHODWLYHO\OLPLWHGEXW]RQDOJUDGHVKDYHEHHQHVWLPDWHGZLWKDIDLUGHJUHH
RIFRQILGHQFHDQGWKHVHJUDGHVDUHWRDODUJHH[WHQWUHSOLFDWHGE\OHVVUHSUHVHQWDWLYHKLVWRULF
VDPSOLQJ SURJUDPPHV 7KH HVWLPDWHG JUDGH RI WKH 7XII  0XGVWRQH XQLW LQ . LV RI ORZ
FRQILGHQFHDVLWZDVQRWVDPSOHGVHSDUDWHO\IURPWKH'LDWUHPHIDFLHV
7KHUHYHQXHHVWLPDWHUHIOHFWVWKHOHDVWFRQILGHQFHRIDQ\RIWKHYDULDEOHVDVWKH VDPSOHSDUFHOV
DUHYHU\OLPLWHGLQVL]H7KHFRPELQHGVDPSOHSDUFHOVIURP . .DQG .SURYLGHDIDLUO\
UREXVW6)' ZKLFKLV PRGHOOHGUHODWLYHO\HDVLO\7KH86FDUDWVLHYHFODVVGDWDLV PXFK OHVV
UREXVWDQGWKHYDOXDWLRQGDWDZLOOSUREDEO\RQO\VWDELOLVH ZLWKDFRQVLGHUDEO\ODUJHU GLDPRQG
SDUFHO RI WKH RUGHU RI FDUDWV +RZHYHU WKH WZR VHWV RI YDOXDWLRQ GDWD IURP &KDSPDQ
 DQG%DUNHU  SURGXFHUHODWLYHO\VLPLODUDYHUDJH86FDUDWYDOXHVZKHQDSSOLHGWR
WKHPRGHOOHG6)'7KHULVNLQWKHUHYHQXHHVWLPDWHLVIXUWKHULQFUHDVHGE\WKHLQWURGXFWLRQRI
DIDFWRUWREULQJWKHUHYHQXHHVWLPDWH RQ WRDFXUUHQWGD\SULFH

%DVHG RQ WKH FRQVLGHUDWLRQV OLVWHG DERYH DQG WDNLQJ LQWR DFFRXQW WKH 53((( DQDO\VLV WKH .
8QGLIIHUHQWLDWHG  . 'LDWUHPH DQG . 'LDWUHPH+LJK7XII 0XG+LJK SRUWLRQVRIWKHPRGHOOHG
NLPEHUOLWH SLSHV FDQ EH FRQVLGHUHG WR EH DW DQ ,QIHUUHG OHYHO RI FRQILGHQFH LQ DFFRUGDQFH ZLWK WKH
6$05(&FRGH
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7DEOH  SURYLGHVWKHGHWDLORIWKHFRPSLODWLRQRIWKH,QIHUUHGPLQHUDOUHVRXUFHVRI SLSHV..DQG
. DWDPPERWWRPFXWRII ,WVKRXOGEHQRWHGWKDWWKHYROXPHWRQQHVDQGFDUDWVKDYHEHHQURXQGHG
WRWKHQHDUHVW
3LSH
.

.

.

$OO3LSHV

.LPEHUOLWH7\SH
&DOFUHWLVHG.LPEHUOLWH
:HDWKHUHG.LPEHUOLWH
7RWDO
&DOFUHWLVHG'LDWUHPH
:HDWKHUHG'LDWUHPH
:HDWKHUHG+\SDE\VVDO
)UHVK'LDWUHPH
)UHVK+\SDE\VVDO
7RWDO
&DOFUHWLVHG'LDWUHPH+LJK
&DOFUHWLVHG7XII+LJK
:HDWKHUHG'LDWUHPH+LJK
:HDWKHUHG7XII+LJK
)UHVK'LDWUHPH+LJK
)UHVK7XII+LJK
7RWDO
*UDQG7RWDO

9ROXPH
P


















*UDGH
&P



'HQVLW\
WP





























7RQQHV

&DUDWV





































*UDGH
FSKW


















&ODVVLILFDWLRQ
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG
,QIHUUHG

7DEOH  &RPSLODWLRQRIWKH ,QIHUUHG PLQHUDOUHVRXUFHVIRUWKH . .DQG .SLSHV DWDERWWRPFXW
RIIRIPP

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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$ VXPPDU\ RI WKH GHFODUDEOH PLQHUDO UHVRXUFHV DQG UHVHUYHV IRU SLSHV . . DQG . XQGHU WKH
6$05(& FRGH DWDERWWRPFXWRIIRIPPLVFRQWDLQHGLQ 7DEOH 
.DUHHYOHL ..DQG.
&DWHJRU\
0LQHUDO5HVHUYHV
3URYHG
3UREDEOH
6XEWRWDO
0LQHUDO5HVRXUFHV
0HDVXUHG
,QGLFDWHG
,QIHUUHG
6XEWRWDO
7RWDO

7RQQHV
0LOOLRQV



*URVV
*UDGH
FSKW



&RQWDLQHG
&DUDWV



7RQQHV
0LOOLRQV




7RQQHV
0LOOLRQV



*UDGH
FSKW



&RQWDLQHG
&DUDWV



7RQQHV
0LOOLRQV


1HW$WWULEXWDEOH
*UDGH
&RQWDLQHG
FSKW
&DUDWV





*UDGH
FSKW


2SHUDWRU


&RQWDLQHG
&DUDWV


























'LDPRQG5HVRXUFHV 3W\ /WG



















'LDPRQG5HVRXUFHV 3W\ /WG
'LDPRQG 5HVRXUFHV 3W\ /WG

7DEOH  6XPPDU\RIWKH.DUHHYOHL SLSHV..DQG. PLQHUDOUHVRXUFHVDQGUHVHUYHV DWDPP
ERWWRPFXWRII
6RXUFH'U-RKQ$QGUHZ*ULOOV

 &21&/86,216$1' 5(&200(1'$7,216
$UHDVRQDEOH DPRXQWRIH[SORUDWLRQ ZRUNKDVEHHQXQGHUWDNHQRQWKH.DUHHYOHL .LPEHUOLWHVEXWWKLVLV
WKH ILUVW WLPH WKDW D PLQHUDO UHVRXUFH KDV EHHQ FRPSLOHG 7KH HVWLPDWLRQ SURFHVV KDV IDFLOLWDWHG D
WKRURXJKUHYLHZRIWKHSURMHFWDQGWKHIROORZLQJUHFRPPHQGDWLRQVDUH GRFXPHQWHGIRUFRQVLGHUDWLRQ
x 7KH SULQFLSDO ULVN LV UHODWHG WR WKH UHYHQXH HVWLPDWH DQG LQ WKLV UHJDUG D GLDPRQG SDUFHO RI
DSSUR[LPDWHO\ FDUDWV ZRXOG IDFLOLWDWH D IDU VXSHULRU UHYHQXH HVWLPDWH $ SDUFHO RI WKLV
VL]H ZLOO EH GLIILFXOW WR JHQHUDWH IURP GULOOLQJ DQG WKHUHIRUH LW LV UHFRPPHQGHG WKDW D EXON
VDPSOH SLW LV RSHQHG RQ WKH KLJKHVW JUDGH SLSH . WR VHFXUH WKH UHTXLUHG FDUDWDJH 7KLV
UHYHQXHVDPSOHLV KLJKSULRULW\ DQG ZLOOVLJQLILFDQWO\LPSURYHWKHFRQILGHQFHLQWKH PLQHUDO
UHVRXUFHHVWLPDWHV %DVHGRQWKH53(((FRVWLQJLWLVHVWLPDWHGWKDW50PXVWEHEXGJHWHG
WRVHFXUHWKHWRQQHVDPSOHUHTXLUHGIURP .WRSURGXFHDKLJKHUFRQILGHQFHUHYHQXH
HVWLPDWH 7DEOH   ,W LV UHFRPPHQGHG WKLV EXONVDPSOH LV WDNHQ DV VRRQ DV SRVVLEOH WR
UHGXFHWKHULVN DVVRFLDWHGZLWK WKHUHYHQXHHVWLPDWH
5HYHQXHVDPSOHIURP .
6WULSSLQJ WRQQHV
'ULOOLQJ %ODVWLQJ&RVWV 5DWH5P
6WULSSLQJ5DWH&RVWV 5DWH5P
6DPSOLQJ WRQQHV
6DPSOH/RDGLQJ +DXOLQJ 5P
6DPSOH7UHDWPHQW 5P
*HRORJLFDO0RGHOOLQJ &RQVXOWDQW
5HYHQXH5H(VWLPDWLRQ &RQVXOWDQW
7RWDO&RVWV .

0RQWK




0RQWK






0RQWK

0RQWK

0RQWK

7RWDO






7DEOH  %XGJHWIRU D FDUDWUHYHQXHVDPSOHIURP .

x

0RQWK







'LDPRQGVIURPWKH .SLSHPD\SRWHQWLDOO\FRPPDQGDVLJQLILFDQWO\KLJKHUUHYHQXHGXHWR
WKH FRDUVHU GLDPRQG 6)' DQG WKHUHIRUH WKLV NLPEHUOLWH VKRXOG EH VXEMHFWHG WR D GHOLQHDWLRQ
SURJUDPPH WRIDFLOLWDWH'PRGHOOLQJ DQGJHQHUDWHDPLQHUDOUHVRXUFH .LVH[SHFWHGWREH LQ
WKHWRKDUDQJHPRIFRUHGULOOLQJZLOOGHOLQHDWHWKHVL]HRISLSHIDLUO\DFFXUDWHO\WR D
GHSWK RI P 7KH GULOOLQJ DQG DVVRFLDWHG ORJJLQJ PRGHOOLQJ DQG HVWLPDWLRQ FRVWV DUH
HVWLPDWHGDW50 ,QDGGLWLRQ D  WRQQH UHYHQXHVDPSOHKDVDOVREHHQSODQQHGIURP
. WR FRQILUP WKH FRDUVHU 6)' DQG REWDLQ D PRUH DFFXUDWH 86FDUDWVLHYH FODVV HVWLPDWH
7KLVDGGVDIXUWKHU50WRWKH H[SORUDWLRQ EXGJHW 7DEOH  

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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'HOLQHDWLRQRI . <HDU
'ULOOLQJ P
5DWH 5P
&RUH'ULOOLQJ&RVW
*HRORJLFDO/RJJLQJ/RJLVWLFV
*HRORJLFDO0RGHOOLQJ &RQVXOWDQW
5HVRXUFH(VWLPDWLRQ &RQVXOWDQW
'HOLQHDWLRQRI .FRVWV
5HYHQXHVDPSOHIURP . <HDU
6WULSSLQJ WRQQHV
'ULOOLQJ %ODVWLQJ&RVWV 5DWH5P
6WULSSLQJ5DWH&RVWV 5DWH5P
6DPSOLQJ WRQQHV
6DPSOH/RDGLQJ +DXOLQJ 5P
6DPSOH7UHDWPHQW 5P
*HRORJLFDO0RGHOOLQJ &RQVXOWDQW
5HYHQXH5H(VWLPDWLRQ &RQVXOWDQW
5HYHQXHVDPSOHIURP .FRVWV
7RWDO&RVWV .

0RQWK



0RQWK




0RQWK





0RQWK





0RQWK





0RQWK





0RQWK

0RQWK

0RQWK

0RQWK

0RQWK

0RQWK











7RWDO






7DEOH  ([SORUDWLRQEXGJHWIRUWKH .GHOLQHDWLRQGULOOLQJ

x




7RWDO








7KH . SLSH LV ORZ JUDGH EXW DSSHDUV WR VKRZ D FRQVLGHUDEOH YDULDWLRQ RI JUDGH LQ WKH
'LDWUHPHIDFLHV$EHWWHUXQGHUVWDQGLQJRIWKHJHRORJ\RIWKHSLSHLVUHTXLUHGWRH[SODLQWKH
JUDGH YDULDELOLW\ DQG WKLV PD\ ZHOO UHVXOW LQ VSHFLILF YROXPHV RI NLPEHUOLWH WKDW FDQ EH
VHOHFWLYHO\PLQHG1REXGJHWKDVEHHQSODQQHGDWWKLVVWDJHIRU .DVLWLV FRQVLGHUHGWREHRI
ORZHUSULRULW\

 '$7($1'6,*12))
7KH&RPSHWHQW3HUVRQUHVSRQVLEOHIRUWKLV &35 LV'U-RKQ$QGUHZ*ULOOV
7KHIRUPDWDQGFRQWHQWRIWKHUHSRUWDUH LQWHQGHGWRFRQILUPWRWKHUHTXLUHPHQWV VWLSXODWHGLQWKH³1RWH
IRU0LQLQJDQG2LODQG*DV&RPSDQLHV´RI-XQHDVSUHSDUHGE\$,0
, WKH XQGHUVLJQHG 'U -RKQ $QGUHZ *ULOOV KHUHE\ FRQILUP WKDW , DP WKH DXWKRU RI WKH UHSRUW
³&RPSHWHQW3HUVRQ¶V5HSRUW RQWKH'LDPRQGLIHURXV.DUHHYOHL.LPEHUOLWHV´ZLWKDQHIIHFWLYHGDWHRI
 $XJXVW 

««««««««««««««««
'U -RKQ$QGUHZ*ULOOV

 48$/,),(' 3(5621 &(57,),&$7(
,'U-RKQ$QGUHZ*ULOOV WKHDXWKRURI WKHUHSRUW ³&RPSHWHQW3HUVRQ¶V5HSRUWRQWKH'LDPRQGLIHURXV
.DUHHYOHL.LPEHUOLWHV´ZLWKDQHIIHFWLYHGDWHRI  $XJXVW KHUHE\FHUWLI\WKDW
L

,DPD3ULQFLSDO0LQHUDO5HVRXUFH$QDO\VWDQG([HFXWLYH'LUHFWRU RI =6WDU0LQHUDO5HVRXUFH
&RQVXOWDQWV 3W\ /LPLWHGZKRVHSUHPLVHVDUHORFDWHGDW 6XLWH6WHHQEHUJ+RXVH6WHHQEHUJ
2IILFH3DUN7RNDL&DSH7RZQ6RXWK$IULFD
D
E

7HO
(PDLO DQG\JULOOV#]VWDUFR]D

LL

,JUDGXDWHGZLWKD%6F+RQRXUV GHJUHHDQGD3K'LQ*HRORJ\IURPWKH4XHHQV8QLYHUVLW\
RI %HOIDVW LQ WKH 8QLWHG .LQJGRP ,Q DGGLWLRQ , JUDGXDWHG ZLWK D 'LSORPD LQ $GYDQFHG
*HRVWDWLVWLFV &)6* IURPWKH(FROHGHV0LQHVGH3DULVLQ)UDQFH

LLL

,DPUHJLVWHUHGDVD3URIHVVLRQDO1DWXUDO 6FLHQWLVWLQWKHILHOGRI*HRORJLFDO6FLHQFH ZLWKWKH
6RXWK$IULFDQ&RXQFLOIRU1DWXUDO6FLHQWLILF3URIHVVLRQV5HJLVWUDWLRQ1XPEHU

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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LY

,KDYHZRUNHGDVDJHRORJLVWVLQFHOHDYLQJ8QLYHUVLW\LQ,KDYHWKHIROORZLQJUHOHYDQW
H[SHULHQFH
D , ZRUNHGDVD 'LYLVLRQDO*HRORJLVW LQFKDUJH RISURGXFWLRQFRQWURODQG
FRQWLJXRXVHYDOXDWLRQDW'H%HHUV1DPDTXDODQG0LQHVDQDOOXYLDOGLDPRQGPLQH
E  , PDQDJHG WKH 3ODFHU (VWLPDWLRQ 'HSDUWPHQW IRU 'H %HHUV *URXS
6HUYLFHVSURYLGLQJVSHFLDOLVWDGYLFHDQGHVWLPDWLRQVHUYLFHVWRWKH'H%HHUVDOOXYLDO
GLDPRQGRSHUDWLRQVJOREDOO\
F  , PDQDJHG WKH (VWLPDWLRQ 'HSDUWPHQW IRU 'H %HHUV *URXS 6HUYLFHV
SURYLGLQJ VSHFLDOLVW DGYLFH DQG HVWLPDWLRQ VHUYLFHV WR WKH 'H %HHUV NLPEHUOLWH DQG
DOOXYLDO RSHUDWLRQVJOREDOO\ DQG
G 3UHVHQW,DPDIRXQGLQJ'LUHFWRUDQG3ULQFLSDO0LQHUDO5HVRXUFH$QDO\VWZLWK
= 6WDU 0LQHUDO 5HVRXUFH &RQVXOWDQWV 3W\  /LPLWHG 7KH FRPSDQ\ VSHFLDOLVHV LQ
GLDPRQGV DQG SURYLGHV D FRQVXOWDQF\ VHUYLFH WKDW LQFOXGHV VDPSOH RSWLPLVDWLRQ
VWXGLHV PLQHUDO UHVRXUFH DQG UHVHUYH HVWLPDWLRQ ULVN DQDO\VLV DQG PLQHUDO UHVRXUFH
FODVVLILFDWLRQVDQGGXHGLOLJHQFHUHYLHZV

Y

,KHUHE\FHUWLI\WKDW,TXDOLI\DVD&RPSHWHQW3HUVRQDQGPHHWWKHUHTXLUHPHQWVVWLSXODWHGLQ
WKH ³1RWH IRU 0LQLQJ DQG 2LO DQG *DV &RPSDQLHV´ RI -XQH  DV SUHSDUHG E\ $,0 ,
TXDOLI\LQWHUPVRIP\HGXFDWLRQP\SURIHVVLRQDOPHPEHUVKLSDQGP\H[SHULHQFHLQWKHILHOGV
RIGLDPRQGH[SORUDWLRQGLDPRQGUHVRXUFHHVWLPDWLRQDQGFODVVLILFDWLRQDQGGLDPRQGPLQLQJ
)XUWKHUPRUH WKLV &35 ZDV SUHSDUHG WR FRPSO\ ZLWK WKH ³1RWH IRU 0LQLQJ DQG 2LO DQG *DV
&RPSDQLHV´RI-XQHZKLFK,KDYHUHDG

YL

,XQGHUWRRNDVLWHYLVLWWR.DUHHYOHLRQ UG 0D\

YLL

,DPWKHDXWKRUDQGDPUHVSRQVLEOHIRU HDFKDQGHYHU\ VHFWLRQ RIWKLV &35

YLLL

$V RI WKH GDWH RI WKLV &RPSHWHQW 3HUVRQ &HUWLILFDWH , FHUWLI\ WKDW WR WKH EHVW RI P\
NQRZOHGJHWKH&35FRQWDLQVWKHUHTXLUHGGLVFORVXUHRIVFLHQWLILFDQGWHFKQLFDOLQIRUPDWLRQVR
DVQRWWREHPLVOHDGLQJ

L[

, KHUHE\ FHUWLI\ WKDW ERWK , DQG = 6WDU 0LQHUDO 5HVRXUFH &RQVXOWDQWV 3W\  /LPLWHG DUH
FRPSOHWHO\LQGHSHQGHQWRIWKH%OXH5RFN'LDPRQGVSOF DQGLWV'LUHFWRUVDQGDGYLVRUV

[

,KHUE\FHUWLI\WKDW QHLWKHU ,QRU=6WDU0LQHUDO5HVRXUFH&RQVXOWDQWV 3W\ /LPLWHGKDYHDQ\
FXUUHQWRUSDVW LQWHUHVWLQWKH.DUHHYOHL .LPEHUOLWHV QRUDQ\DVVRFLDWHGSODQWRUHTXLSPHQW

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB 3DJH  RI 
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 %,%/,2*5$3+<















%DLOH\&%.DUHHYOHL:HV.LPEHUOLWHSURMHFW6XPPDU\RI([SORUDWLRQ5HVXOWV)HE
 ± 'HF  'LDPRQG 5HVRXUFHV 3W\  /WG ZKROO\ RZQHG VXEVLGLDU\ RI 7DZDQD
5HVRXUFHV1/ UHSRUW
%DUNHU05HSRUWRQ.DUHHYOHL7HQGHU([HUFLVH5HSRUW
&KDSPDQ -  $QDO\VLV RI GDWD UHODWLQJ WR VL]HV DQG YDOXHV RI GLDPRQGV IURP WKH
.DUHHYOHLGHSRVLW*HPVW\OH 3W\ /WG UHSRUW
*ULOOV - $  +LJK /HYHO 'HVNWRS 5HYLHZ .DUHHYOHL = 6WDU 0LQHUDO 5HVRXUFH
&RQVXOWDQWV 3W\ /WG UHSRUW
*UREOHU) .XOOPDQQ'+6QRZGHQ6FRSLQJ6WXG\'DQLHO$OOXYLDODQG.DUHHYOHL
:HV6QRZGHQUHSRUW
.LOKDP - / &  $Q $VVHVVPHQW RI WKH (FRQRPLF 3RWHQWLDO RI WKH .DUHHYOHL :HVW
'LDPRQG$VVHW.JDODJDGL*HRVHUYLFHVFFUHSRUW
/RQGRQ 6WRFN ([FKDQJH $,0 0DUNHW  1RWH IRU 0LQLQJ DQG 2LO
*DV &RPSDQLHV
5HSRUW
0XFLQD /  5XWKHUIRUG 0 &  7KH YHJHWDWLRQ RI 6RXWK $IULFD /HVRWKR DQG
6ZD]LODQG-RXUQDO6WUHOLW]LD6RXWK$IULFDQ1DWLRQDO%LRGLYHUVLW\,QVWLWXWH3UHWRULD
*UREOHU ) 6QRZGHQ 3 $  7DZDQD 1/ &RPSWHQW 3HUVRQ¶V 5HSRUW FRPSOHWHG E\
6QRZGHQ
ZZZGHEHHUVJURXSFRP
ZZZORQGRQVWRFNH[FKDQJHFRP
ZZZQZSJJRY]DVRHU)XOO5HSRUWELRSK\VLFDOKWPO
ZZZVDPFRGHFR]D
ZZZPDSVJRRJOHFR]D
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 */266$5<2)7(&+1,&$/7(506
µµDLUERUQHPDJQHWLFVXUYH\¶¶

D VXUYH\ FRQGXFWHG IURP WKH DLU IRU WKH SXUSRVH RI UHFRUGLQJ WKH
QDWXUDOPDJQHWLF FKDUDFWHULVWLFVRIURFNVRQDQGEHORZWKHVXUIDFHRI
WKHHDUWK

³DOWHUDWLRQ´

FKDQJHVLQWKHPLQHUDORJLFDOFRPSRVLWLRQRIDURFNW\SLFDOO\EURXJKW
DERXWE\WKHDFWLRQRIK\GURWKHUPDO KRWZDWHU VROXWLRQV

³DPVO´

DERYHPHDQVHDOHYHO

³$UFKHDQ´

D JHRORJLFDO HRQ WKDW UHSUHVHQWV WKH HDUWK¶V SDVW  WR  ELOOLRQ
\HDUVDJR

³$XJHU'ULOOLQJ´

D GULOOLQJ PHWKRGRORJ\ WKDW LQFRUSRUDWHV D KHOLFDO GULOOLQJ WRRO WR
UHPRYHVDPSOHPDWHULDO

³%DXHU70´

*HUPDQPDQXIDFWXUHURIDXJHUGULOOV

³EHQFK´

DVLQJOHOHYHORIRSHUDWLRQIRUPLQLQJRSHUDWLRQVLQDQRSHQSLW

³EUHFFLD´

DURFNW\SHFRPSRVHGRIVKDUSDQJOHGIUDJPHQWVHPEHGGHGLQDILQH
JUDLQHGPDWUL[

³EURPRIRUP´

D KHDY\ OLTXLG WKDW FDQ EH XVHG WR VHSDUDWH GLDPRQGV IURP
FRQFHQWUDWH

³EXONVDPSOH´

D GHVFULSWLYH WHUP XVHG WR LPSO\ D ODUJH YROXPH VDPSOH WKDW LV
SURFHVVHG LQ RUGHU WR GHWHUPLQH WKH JUDGH RI D GHSRVLW ZKHUH
PLQHUDOLVDWLRQ LV XQHYHQO\ GLVWULEXWHG DQG RI ORZ JUDGH ZLWKLQ WKH
GHSRVLW

³FP´

DPHDVXUHRIGLDPRQGJUDGHLQFDUDWVSHU FXELF PHWUH

³FDOFUHWH´

D FDOFLXPULFK KDUGHQHG OD\HU IRUPHG DV D UHVXOW RI FOLPDWLF
IOXFWXDWLRQVLQDULGDQGVHPLDULGUHJLRQV

µµFDUDW¶¶RUµµFW¶¶

DXQLWRIZHLJKWIRUGLDPRQGVHTXLYDOHQWWRRIDJUDP

³FRQFHQWUDWH´

WKHUHVLGXDOSURGXFWRIKHDY\SDUWLFOHVVHSDUDWHGE\DGHQVLW\PHGLD
VHSDUDWLRQ '06 SURFHVV

µµFRXQWU\URFN¶¶

WKHURFNERGLHVZKLFKHQFORVHDQLQWUXVLYHPDVVRILJQHRXVURFN

³FSKW´

DPHDVXUHRIGLDPRQGJUDGHLQFDUDWVSHUKXQGUHGWRQQHV

³FUDWRQ´

SRUWLRQVRIWKHROGFRQWLQHQWDOFUXVW !ELOOLRQ\HDUVROG WKDWKRVW
WKH YDVW PDMRULW\ RI WKH HFRQRPLFDOO\ YLDEOH GLDPRQGLIHURXV
NLPEHUOLWHSLSHV

³'DWDPLQH´

D EUDQG RI VRIWZDUH WKDW IDFLOLWDWHV WKH PRGHOOLQJ RI JHRORJLFDO
GHSRVLWVLQWKUHHGLPHQVLRQV

µµGLDPRQGLIHURXV¶¶

FRQWDLQLQJGLDPRQGV
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³GLDWUHPH´

DURFNW\SHFKDUDFWHULVHGE\IUDJPHQWHGYROFDQLFODVWLFNLPEHUOLWHDQG
[HQROLWKVULSSHGIURPPDUJLQVRIWKHYHQWRQWKHPDJPD¶VULVHWRWKH
VXUIDFHWKURXJKWKHHDUWK¶VFUXVW

³GRORPLWH´

DWHUPXVHGWRGHVFULEHWKHFDOFLXPPDJQHVLXPFDUERQDWHULFKURFN
GRORVWRQH

³'06´

GHQVH PHGLD VHSDUDWLRQ D PDFKLQH WKDW XWLOLVHV D GHQVH PHGLD LQ D
F\FORQHWRVHSDUDWHKHDYLHUFRQFHQWUDWHIURPOLJKWHUSDUWLFOHV

³IDFLHV´

DQ DVVHPEODJH RU DVVRFLDWLRQ RI PLQHUDO URFN RU IRVVLO IHDWXUHV
UHIOHFWLQJ WKH HQYLURQPHQW DQG WKH FRQGLWLRQV RI WKH RULJLQ RI WKH
URFN

³)HUUR6LOLFRQ´

D SRZGHUHG DOOR\ RI LURQ DQG VLOLFRQ WKDW FDQ EH XVHG DV D GHQVH
PHGLDWRVHSDUDWHKHDY\DQGOLJKWSDUWLFOHV

³ILQDOUHFRYHU\´

WKHVHFWLRQRIDGLDPRQGWUHDWPHQWSODQWWKDWVHSDUDWHV WKHGLDPRQGV
IURPWKHFRQFHQWUDWH

³)ORZVRUW´

D EUDQG RI ;UD\ IOXRUHVFHQFH PDFKLQH WKDW LGHQWLILHV DQG VHSDUDWHV
IOXRUHVFLQJSDUWLFOHVLQFOXGLQJGLDPRQGVIURPWKHFRQFHQWUDWH

³*HRJUDSKLF3RVLWLRQLQJ
6\VWHP *36 ´

DKDQGKHOGFRPSXWHULVHGV\VWHPIRUQDYLJDWLRQXVLQJDFRQVWHOODWLRQ
RI HDUWK RUELWLQJ VDWHOOLWHV WKDW SURYLGHV LQIRUPDWLRQ DV WR ORFDWLRQ
HOHYDWLRQDQGVSHHGRIPRYHPHQWDFURVVWKHHDUWK¶VVXUIDFH

³JUDGH´

LQHFRQRPLFJHRORJ\WKHWHUPLVXVHGWRH[SUHVVWKHUHODWLYHTXDQWLW\
RI DQ RUH LQ D URFN RU XQFRQVROLGDWHG VHGLPHQW PDVV LQ GLDPRQG
H[SORUDWLRQ LW LV FRPPRQO\ H[SUHVVHG DV FDUDWV SHU KXQGUHG WRQQHV
FSKW RUFDUDWVSHUFXELFPHWUH FP

³JUHDVHWDEOH´

DQ DSSDUDWXV IRU FRQFHQWUDWLQJ GLDPRQGV DV WKH\ UHSHO ZDWHU DQG
UHDGLO\DGKHUHWRJUHDVH

µµKD¶¶

KHFWDUH

µµK\SDE\VVDO¶¶

D URFN W\SH IRUPHG E\ WKH FU\VWDOOLVDWLRQ RI KRW YRODWLOHULFK
NLPEHUOLWHPDJPDWKDWH[KLELWVDQLQWUXVLYHDSSHDUDQFH

³LQIHUUHGPLQHUDOUHVRXUFH´

WKDWSDUWRIDPLQHUDOUHVRXUFHIRUZKLFKWRQQDJHJUDGHDQGPLQHUDO
FRQWHQWFDQEHHVWLPDWHGZLWKDORZOHYHORIFRQILGHQFH,WLVLQIHUUHG
IURP JHRORJLFDO HYLGHQFH DQG DVVXPHG EXW QRW YHULILHG JHRORJLFDO
DQGRUJUDGHFRQWLQXLW\,WLVEDVHGRQLQIRUPDWLRQJDWKHUHGWKURXJK
DSSURSULDWH WHFKQLTXHV IURP ORFDWLRQV VXFK DV RXWFURSV WUHQFKHV
SLWV ZRUNLQJV DQG GULOO KROHV ZKLFK PD\ EH RI OLPLWHG RUXQFHUWDLQ
TXDOLW\DQGUHOLDELOLW\

³.HOO\%DU´

DGULOOLQJURGWKDWWUDQVIHUVWRUTXHIURPWKH URWDU\GULYHWRWKHGULOOLQJ
ELW

³NLPEHUOLWH´

D W\SH RI SRWDVVLF YROFDQLF URFN W\SLFDOO\ IRXQG DV SLSH VWUXFWXUHV
WKDWPD\FRQWDLQGLDPRQGV

³PXGVWRQH´

DILQHJUDLQHGVHGLPHQWDU\URFN
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³RYHUEXUGHQ´

WKH RYHUO\LQJ FRYHU RI ZKDWVRHYHU QDWXUH RYHU XVHIXO PDWHULDOV RU
RUHV

³SDUFHO´

DFROOHFWLRQRIGLDPRQGVRIYDULRXVVL]HVPDGHDYDLODEOHIRUVDOHDVD
VLQJOHSDFNDJH

³SHUFXVVLRQ´

DGULOOLQJPHWKRGRORJ\WKDWLQYROYHVUHSHDWHGO\UDLVLQJDQGORZHULQJ
D GULOOLQJ ELW WR LPSDFW DQG EUHDN PDWHULDO WR FUHDWH D VDPSOH IRU
UHPRYDOIURPWKHGULOOKROH

µµSLSH¶¶RUµµGLDWUHPH¶¶

WKH FDUURW VKDSHG YROFDQLF YHQW WKDW KDV EHHQ IRUPHG E\ H[SORVLYH
DFWLRQDQGLVFKDUDFWHULVWLFRINLPEHUOLWH

³3OHLW]´

D EUDQG RI MLJ WKDW SXOVDWHV DQG VHSDUDWHV KHDYLHU FRQFHQWUDWH IURP
OLJKWHU SDUWLFOHV

³3URWHUR]RLF´

D JHRORJLFDO HRQ WKDW UHSUHVHQWV WKH HDUWK¶V SDVW  ELOOLRQ WR 
PLOOLRQ\HDUVDJR

³3\URFODVWLF´

DWHUPWKDWPHDQVWRIRUPE\RULQYROYHIUDJPHQWDWLRQDVDUHVXOWRI
YROFDQLFDFWLRQ

³53(((´

UHDVRQDEOHSURVSHFWVRIHYHQWXDO HFRQRPLFH[WUDFWLRQDWHUPXVHGLQ
WKH6$05(&FRGHWRWHVWZKHWKHUDPLQHUDOUHVRXUFHH[LVWVDQGFDQ
EHGHFODUHG

³6$&1$63´

WKH 6RXWK $IULFDQ &RXQFLO IRU 1DWXUDO 6FLHQWLILF 3URIHVVLRQV D
OHJLVODWHGUHJXODWRU\ERG\IRUQDWXUDOVFLHQFHSURIHVVLRQDOVLQ6RXWK
$IULFD

³6$05(&´

WKH 6RXWK $IULFDQ &RGH IRU 5HSRUWLQJ RI 0LQHUDO 5HVRXUFHV DQG
0LQHUDO 5HVHUYHV DV SXEOLVKHG E\ WKH 6RXWK $IULFDQ 0LQHUDO
&RPPLWWHH XQGHU WKH DXVSLFHV RI WKH 6RXWK $IULFDQ ,QVWLWXWH RI
0LQLQJDQG0HWDOOXUJ\

³VFUXEEHU´

DSRUWLRQRID GLDPRQGWUHDWPHQWSODQWWKDWEUHDNVGRZQDQGUHPRYHV
ILQHFOD\PDWHULDOIURPWKHRUH

³VLHYHFODVV´

D JUDQXORPHWULF VL]H GLYLVLRQ D VHW RI ZKLFK DUH RIWHQ XWLOLVHG WR
PRGHOGLDPRQGVL]HIUHTXHQF\GLVWULEXWLRQV

³VL]HIUHTXHQF\GLVWULEXWLRQ´
RU³6)'´

D JUDSK ZKLFK SORWV WKH QXPEHU RI FDUDWV LQ HDFK RI WKH VLHYH VL]H
IUDFWLRQVDVDFXPXODWLYHIUDFWLRQRIWKHWRWDOGLDPRQGSURGXFWLRQRI
WKDWVDPSOH7KHJUDSKFDQDOVREHSORWWHGRQORJORJD[HVWRIRUPD
VWUDLJKWOLQH

³VSLJRW´

WKH SRUWLRQ RI D '06 WKDW FRQWUROV WKH XQGHUIORZ 7KH VL]H RI WKH
VSLJRWGHWHUPLQHVWKHVROLGVFDUU\LQJFDSDFLW\RIWKHXQGHUIORZ

³VWULSSLQJ´

UHPRYDORIZDVWHRYHUEXUGHQFRYHULQJWKHPLQHUDOGHSRVLW

³VWULSSLQJUDWLR´

UDWLRRIRUHURFNWRZDVWHURFN

³WP´

DPHDVXUHRIGHQVLW\LQ WRQQHVSHU FXELF PHWUH

µµWDLOLQJV¶¶

ORZ JUDGH PDWHULDO UHPDLQLQJ DIWHU RUH KDV EHHQ WUHDWHG WR H[WUDFW
PLQHUDOVRIYDOXH
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³WRQQH´

DPHWULFXQLWRIZHLJKWHTXLYDOHQWWRNLORJUDPV

³WSK´

WRQQHVSHUKRXU

³WUDFHUV´

SDUWLFOHV WKDW VLPXODWH WKH GHQVLW\ RI GLDPRQGV DQG DUH XVHG WR
FDOLEUDWHD'06XQLW

³WURPPHO´

D SRUWLRQ RI D GLDPRQG WUHDWPHQW SODQW WKDW VFUHHQV DQG UHPRYHV
FRDUVHSDUWLFOHVDERYHDVSHFLILFFXWRIIVL]H

³WULFRQH´

DWKUHHKHDGHGGULOOLQJELW

³7XII´

D W\SH RI URFN FRQVLVWLQJ RI FRQVROLGDWHG YROFDQLF DVK HMHFWHG IURP
YHQWVGXULQJDYROFDQLFHUXSWLRQ

µµ[HQROLWK¶¶

DURFNIUDJPHQWIRUHLJQWRWKHLJQHRXVPDVVLQZKLFKLWRFFXUV
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$FWLYLW\
6WULSSLQJ,QWHUQDO
6WULSSLQJ&RQWUDFWRU
'ULOODQG%ODVW
.LPEHUOLWHWR3ODQW
2UH7UHDWPHQW

<ϭ

57RQQH
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.
6WULSSLQJ &DOFUHWH
6WULSSLQJ 'RORPLWH
6WULSSLQJ7RWDO
0LQLQJ &DOFUHWLVHG.LPEHUOLWH
0LQLQJ :HDWKHUHG.LPEHUOLWH
0LQLQJ 7RWDO
*UDGH FSKW
&DUDWV5HFRYHUHG
5HYHQXH 86&DUDW
5HYHQXH 7RWDO86
([FKDQJH5DWH 586
5HYHQXH 5
2SHUDWLRQDO&RVWV
:DVWH6WULSSLQJDQG+DXOLQJ
2UH([FDYDWLRQDQG+DXOLQJ
7UHDWPHQW3ODQW ,QFO/DERXU
3LW5RDGZRUNV
0DLQWHQDQFH ([/DERXU
6HFXULW\
(PSOR\HH&RVWV QRQSODQW
7RWDO2SHUDWLRQDO&RVWV 5
&RVW7RQQH7UHDWHG 5
3URILW/RVVEHIRUH&DSH[ 5
&DSH[
3XUFKDVH3ULFH
3ODQW5HIXUELVKPHQW
3ODQW8SJUDGH
([FDYDWRU$'7)(/ 5HIXUE
6HWXS&RVWV 2IILFH$FFRPP9HKLFOHV
7RWDO&DSH[&RVWV 5
3URILW/RVVDIWHU&DSH[ 5

ϮϬϬ
ϭϱϬ
ϭϬϬ
ϱϬ
Ϭ
Ϭ

Ϯ

ϰ

ϲ

ϴ

ϭϬ

zĞĂƌƐ
ƵŵƵůĂƚŝǀĞZĞǀĞŶƵĞ
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6WULSSLQJ,QWHUQDO
6WULSSLQJ&RQWUDFWRU
'ULOODQG%ODVW
.LPEHUOLWHWR3ODQW
2UH7UHDWPHQW

57RQQH
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.
6WULSSLQJ &DOFUHWH
6WULSSLQJ 'RORPLWH
6WULSSLQJ %UHFFLD
6WULSSLQJ7RWDO
0LQLQJ &DOFUHWLVHG.LPEHUOLWH
0LQLQJ :HDWKHUHG'LDWUHPH
0LQLQJ )UHVK'LDWUHPH
0LQLQJ :HDWKHUHG+\SDE\VVDO
0LQLQJ )UHVK+\SDE\VVDO
0LQLQJ 7RWDO
*UDGH &DOF.LPEHUOLWH  FSKW
*UDGH :HDWK'LDWUHPH  FSKW
*UDGH )UHVK'LDWUHPH  FSKW
*UDGH :HDWK+\SDE\VVDO  FSKW
*UDGH )UHVK+\SDE\VVDO  FSKW
&DUDWV5HFRYHUHG
5HYHQXH 86&DUDW
5HYHQXH86
([FKDQJH5DWH 586
5HYHQXH 5
2SHUDWLRQDO&RVWV
:DVWH6WULSSLQJDQG+DXOLQJ
2UH([FDYDWLRQDQG+DXOLQJ
7UHDWPHQW3ODQW ,QFO/DERXU
3LW5RDGZRUNV
0DLQWHQDQFH ([/DERXU
6HFXULW\
(PSOR\HH&RVWV QRQSODQW
7RWDO2SHUDWLRQDO&RVWV 5
&RVW7RQQH7UHDWHG 5
3URILW/RVVEHIRUH&DSH[ 5
&DSH[
3XUFKDVH3ULFH
3ODQW5HIXUELVKPHQW
3ODQW8SJUDGH
([FDYDWRU$'7)(/ 5HIXUE
6HWXS&RVWV
7RWDO&DSH[ 5
3URILW/RVVDIWHU&DSH[ 5

ϭϱϬ
ϭϬϬ
ϱϬ
Ϭ
Ϭ

Ϯ

ϰ

ϲ

ϴ

ϭϬ

zĞĂƌƐ
ƵŵƵůĂƚŝǀĞZĞǀĞŶƵĞ
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6WULSSLQJ &DOFUHWH
6WULSSLQJ 'RORPLWH.LPE:DVWH
6WULSSLQJ7RWDO
0LQLQJ &DOFUHWLVHG.LPEHUOLWH
0LQLQJ :HDWKHUHG'LDWUHPH7XII
0LQLQJ )UHVK'LDWUHPH7XII
0LQLQJ 7RWDO
0LQLQJ &DOFUHWLVHG.LPEHUOLWH
0LQLQJ :HDWKHUHG'LDWUHPH7XII
0LQLQJ )UHVK'LDWUHPH7XII
&DUDWV5HFRYHUHG
5HYHQXH 86&DUDW
5HYHQXH86
([FKDQJH5DWH 586
5HYHQXH 5
0LQLQJ&RVWV
:DVWH6WULSSLQJDQG+DXOLQJ
2UH([FDYDWLRQDQG+DXOLQJ
7UHDWPHQW3ODQW ,QFO/DERXU
5RDGZRUNV
0DLQWHQDQFH ([/DERXU
6HFXULW\
(PSOR\HH&RVWV QRQSODQW
7RWDO0LQLQJ&RVWV 5
&RVW7RQQH7UHDWHG 5
3URILW/RVVEHIRUH&DSH[ 5
&DSH[
3XUFKDVH3ULFH
3ODQW5HIXUELVKPHQW
3ODQW8SJUDGH
([FDYDWRU$'7)(/ 5HIXUE
6HWXS&RVWV
7RWDO
3URILW/RVVDIWHU&DSH[ 5
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PART VI: ADDITIONAL INFORMATION
1.
1.1

Responsibility
The Company, the Directors and the Proposed DIrector, whose names and functions appear on page
3, accept responsibility, individually and collectively, for the information contained in this document
and for compliance with the AIM Rules. To the best of the knowledge and belief of the Company, the
Directors and the Proposed Director (each of whom has taken all reasonable care to ensure that such
is the case), the information contained in this document is in accordance with the facts and does not
omit anything likely to affect the import of such information. All Directors and the Proposed Director
accept responsibility accordingly.

1.2

Z Star Mineral Resource Consultants (Pty) Ltd accepts responsibility for its report set out in Part V of
this document. To the best of the knowledge of Z Star (which has taken all reasonable care to ensure
that such is the case), the information contained in such report is in accordance with the facts and
does not omit anything likely to affect the import of such information.

2.
2.1

The Company
The Company was incorporated and registered in England and Wales on 11 October 2012 as a
public limited company with registered number 8248437 under the Companies Act 2006.

2.2

The principal legislation under which the Company operates is the Act and the regulations made
thereunder.

2.3

The liability of the members of the Company is limited to the amount, if any, unpaid on the shares
respectively held by them.

2.4

The registered office of the Company and its principal place of business is at 39 St James’s Street,
SW1A 1JD. The Company is domiciled in England & Wales. The telephone number is +44 (0)20 7408
1067.

2.5

The business of the Company and its principal activity is that of a holding company.

2.6

The Company is a holding company and details of its Subsidiary are set out below:
Name
Kareevlei Mining (Pty)
Limited

Place of incorporation

Principal Activity

South Africa

Currently dormant.
Established to pursue
diamond mining and
exploration

Shareholding held
by the Company
74%

2.7

Since incorporation on 11 October 2012, as at the date of this document and following Admission,
the Group had, and will have no employees other than the executive directors, being Riaan Visser and
John Kilham. In the short term, the Group will subcontract for all services required which cannot be
provided by the Enlarged Board.

2.8

As at the date of this document, the Company has no administrative, management or supervisory
bodies other than the Board, the Audit Committee, the Remuneration Committee and Nominations
Committee, all of whose members are Directors.

2.9

The Company’s auditor is Grant Thornton UK LLP, which is registered to carry out audit work by the
Institute of Chartered Accountants of England and Wales and also has been the Company’s auditor
since 10 December 2012.

2.10 The Company has been incorporated as a public limited company in England and Wales under
the Companies Act 2006 (“the Act”). In order to be permitted to conduct business and exercise
any borrowing powers the Company is required to obtain a trading certificate under Section 761
of the Act. To obtain a trading certificate that is to be issued by the Registrar of Companies the
nominal value of the issued share capital of the Company is to be not less than £50,000. As a result
of the Capitalisation Issue and the Consolidation the issued share capital of the Company will be
greater than £50,000. Immediately following the passing of the Resolutions and the implementation
of the Capital Restructuring the Enlarged Board is to apply for a trading certificate. The Company will
proceed to complete the Placing, the Acquisition and the Admission after it has obtained the trading
certificate at which time the Company will be able to conduct business and to exercise any borrowing
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powers. The Enlarged Board is to ensure that the Company does not conduct business or exercise
any borrowing powers unless and until the trading certificate is obtained.
3.
3.1

Share capital
The following is a summary of the changes to the issued share capital of the Company since
incorporation:
3.1.1	On the date of incorporation, one Ordinary Share of 0.01p was issued fully paid to each of
Jonathan Stuart Quirk, Paul John Beck and Paul Munday at nominal value.
3.1.2	On 8 November 2012, the Company issued fully paid for cash consideration 8,339,997 Ordinary
Shares of 0.01p each at nominal value.
3.1.3	On 18 December 2012, the Company issued for cash consideration 1,500,000 Ordinary Shares
of 0.01p each at an issue price of 10p per share.
3.1.4	On 8 January 2013, the Company issued for cash consideration 800,000 Ordinary Shares of
0.01p each at an issue price of 10p per share.
3.1.5	On 7 March 2013, the Company issued for cash consideration 2,149,338 Ordinary Shares of
0.01p each at 13 pence per share.
3.1.6	On 7 March 2013, the entire issued share capital of the Company was admitted to trading on
the ISDX Growth Market.
3.1.7	On 3 September 2013, subject to the passing of the Resolutions the Company will issue for cash
consideration 18,735,703 Ordinary Shares of 1p each at 7 pence per share and application will
have been made to admit the issued and to be issued share capital of the Company to trading
on AIM.

3.2

The issued share capital of the Company at the date of this document and immediately following
Admission (taking into account the Capitalisation Issue and the Consolidation) will be as follows:
As at the date of this document
On Admission
(Ordinary Shares of 0.01p each)
(Ordinary shares of 1p each)
Number of Ordinary
Shares
12,789,338

Amount (£)
1,278.93

Number of Ordinary
Shares
31,525,041

Amount (£)
315,250.41

3.3	The Ordinary Shares are denominated in Pounds Sterling.
3.4	The Ordinary Shares are in registered form and may be held in certificated form or under the CREST
system, which is a paperless settlement procedure enabling securities to be evidenced and transferred,
otherwise than by a written instrument, in accordance with the CREST Regulations. The Registrar is
responsible for keeping the Company’s register of Shareholders.
3.5	18,735,703 Ordinary Shares are being issued pursuant to the Placing at a price of 7p per Ordinary
Share which represents a premium of 6p over their nominal value of 1p each. It is anticipated that the
Placing Shares will be issued on 3 September 2013.
3.6	Section 561(1) of the Act gives the Company’s shareholders pre-emption rights on any new issue of
equity securities (as defined in Section 560 of the Act) for cash by the Company except for issues of
shares under an employee share scheme as defined in Section 1166 of the Act, to the extent that
such pre-emption rights have not been disapplied by a special resolution passed pursuant to Section
569(1) of the Act.
3.7	Under the existing articles of association, the Directors have authority to allot shares or grant rights
to subscribe for or to convert any security into shares in the Company (“Rights”) up to an aggregate
amount of £1,000,000 for a period of five years from the adoption of the existing articles of association
and the Directors were empowered to allot equity securities (as defined in Section 560 of the Act) in
connection with the authority to allot equity securities, as if Section 561(1) of the Act did not apply to
any such allotment. The authority granted under the existing articles of association is to be replaced
by the authorities to be given under Resolution 4 to be proposed at the General Meeting.
3.8	On completion of the Placing, holders of Existing Ordinary Shares (to the extent that they are not
Placees and do not preserve their current interests in Ordinary Shares by participating in the Placing)
will incur a dilution of 59.4 per cent. in their interests in the Company.
99

3.9

 he Ordinary Shares have been created under the Articles and will rank pari passu in all respects
T
including the right to receive all dividends and other distributions declared, made or paid on the
Ordinary Shares from the date of this document. The Ordinary Shares are entitled on a pari passu
basis with all issued Ordinary Shares to share in any surplus on a liquidation of the Company.

3.10	The Ordinary Shares have no right to share in the profits of the Company other than through a
dividend, distribution or return of capital, further details of which are set out in paragraph 5 of this Part
VI. The voting and dividend rights attaching to the Ordinary Shares are also set out in paragraphs
5.1.1 and 5.1.3 of this Part VI.
3.11	The Ordinary Shares have no redemption or conversion rights.
3.12	Save as disclosed in this document, there are no acquisition rights or obligations over authorised but
unissued capital, nor is there an undertaking to increase the share capital of the Company.
3.13	Save as disclosed in paragraph 9 below:
3.13.1 n
 o share or loan capital of the Company has been issued or is proposed to be issued;
3.13.2 n
 o person has any preferential or subscription rights for any share capital of the Company;
3.13.3 there are no convertible securities, exchangeable securities or securities with warrants issued
by the Company;
3.13.4 the Company does not have in issue any securities not representing share capital, and none
of the Company’s shares are held by or on behalf of the Company itself; and
3.13.5 n
 o share or loan capital of the Company is proposed to be issued or is under option or is
the subject of an agreement, conditional or unconditional, to be put under option and no
Ordinary Shares have been issued to the Directors or the Proposed Director or any other
person pursuant to the exercise of options.
3.14	The Ordinary Shares are to be freely transferable provided that such shares are fully paid, the Company
has no lien over such shares, the instrument of transfer is duly stamped, is in favour of not more
than four joint holders as transferees and is in respect of only one class of shares, and the transfer
procedure set out at paragraph 5.1.7 of this Part VI has been complied with. Transfer restrictions may
apply to shares where a member has failed to comply with a notice requesting information served
by the Company under Section 793 of the Act. A shareholder is required pursuant to the AIM Rules
and the Disclosure and Transparency Rules to notify the Company when he acquires or disposes of
a material interest in shares in the capital of the Company equal to or in excess of 3 per cent. of the
nominal value of that share capital (and thereafter any whole percentage change in such interests).
3.15 The Company will be subject to the Takeover Code from 30 September 2013. Under Rule 9 of the
Takeover Code where: (i) any person acquires, whether by a series of transactions over a period of
time or not, an interest in shares which (taken together with shares in which persons acting in concert
with him are interested), carry 30 per cent. or more of the voting rights of a company subject to the
Takeover Code; or (ii) any person, together with persons acting in concert with him, is interested in
shares which in the aggregate carry not less than 30 per cent. of the voting rights of the company
subject to the Takeover Code but does not hold shares carrying more than 50 per cent. of such voting
rights and such a person, or any person acting in concert with him, acquires an interest in any other
shares which increases the percentage of shares carrying voting rights in which he is interested, that
person is normally obliged to make a general offer to all shareholders to purchase in cash their shares
at the highest price paid by him or any person acting in concert with him within the preceding 12
months.
3.16 No person has made a public takeover bid for the Company’s issued share capital in the financial
period to 31 December 2012 or in the current financial period.
4.
4.1

Control of the Company
To the best of the knowledge of the Company, following Admission, there will be no person(s) who
directly or indirectly control the Company, where control means owning 30 per cent. or more of the
voting rights attaching to the share capital of the Company.

4.2

The Company is not aware of any arrangements which may at a subsequent date result in a change
of control of the Company.
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5.

Articles of Association
Under the Act, all provisions of the Company’s memorandum of association are deemed to form
part of the Company’s articles of association including, in particular, the statement of objects and
the statement of authorised share capital. The Act does not require a company to set out its objects.
It provides that, unless the articles of association state otherwise, a company’s objects will be
unrestricted. The Act also removes the requirement for a company to have an authorised share
capital.
5.1	The Articles of Association of the Company that are to be adopted by special resolution (that is
Resolution 6) contain, inter alia, provisions to the following effect:
5.1.1 Voting Rights
Subject to any special terms as to voting upon which any shares may be issued or may for
the time being be held (as to which there are none at present), on a show of hands every
holder of an Ordinary Share present in person or by proxy (if an individual) or duly authorised
representative (if a corporation) shall have one vote, and on a poll every holder of an Ordinary
Share shall have one vote for each Ordinary Share of which he is the holder. Unless the directors
determine otherwise, a member of the Company is not entitled in respect of any shares held by
him to vote at any general meeting of the Company if any amounts payable by him in respect
of those shares have not been paid or if the member has a holding of at least 0.25 per cent. of
any class of shares of the Company and has failed to comply with a notice under section 793
of the Act and the Articles.
5.1.2 Variation of rights
If at any time the capital of the Company is divided into different classes of shares, none of the
rights, privileges or conditions for the time being attached to or belonging to any class of shares
forming part of the issued share capital for the time being of the Company shall be modified,
varied or abrogated in any manner except with the consent in writing of the holders of three
fourths in nominal value of the issued shares of the class or, subject to the provisions of the Act,
the sanction of a special resolution passed at a separate meeting of the members of that class
but not otherwise.
5.1.3 Dividends
Subject to the provisions of the Act and to any special rights attaching to any shares, the
Shareholders are to distribute amongst themselves the profits of the Company according to
the amounts paid up on the shares held by them, provided that no dividend will be declared
in excess of the amount recommended by the directors. Subject to the provisions of the Act
and if the profits of the Company justify such payments, the directors may declare and pay
interim dividends on Ordinary Shares in such amounts as and when they see fit. A member
will not be entitled to receive any dividend if he has a holding of at least 0.25 per cent. of any
class of shares of the Company and has failed to comply with a notice under section 793 of the
Act. Interim dividends may be paid if profits are available for distribution and if the directors so
resolve. Subject to the provisions set out in the Articles, the directors may resolve to issue script
dividends. Any dividend unclaimed after a period of 12 years from the date of its declaration
shall, if the directors so resolve, be forfeited and will revert to the Company.
5.1.4 Untraceable members
Subject to various notice requirements, the Company may sell any shares of a shareholder if,
during a period of 12 years, at least three dividend payments on those shares have become
payable and the cheques or warrants have remained uncashed and on or after the expiry of
that period of 12 years, the Company has published advertisements both in an international
newspaper and in a newspaper circulating in the area of the last known address of the
shareholder and the Company has received no indication of the existence of such shareholder
during such period. Notice of the intention to sell must also be given to the corporate adviser of
the Company for the time being.
5.1.5 Return of capital on winding up
On a winding-up of the Company, the balance of the assets available for distribution will, subject
to any sanction required by the Act, be divided amongst the members.
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5.1.6 Power to issue shares
Subject to the Statutes (as defined in the Articles) and to the authority of the company in General
Meeting required by the Statutes, the directors may allot, grant options over, offer or otherwise
deal with or dispose of any share of the Company to such persons, at such times and generally
on such terms and conditions as the directors may determine. The directors may not issue any
relevant securities unless authorised to do so by an ordinary resolution of the Company and
relevant securities may not be allotted for cash unless authorised to do so by a special resolution
of the Company. Any such resolution shall state the maximum amount of relevant securities that
can be allotted under it and shall also state the date on which such authority shall expire. Any
authority must not be for more than five years from the date on which the resolution is passed.
5.1.7 Restrictions on transferability of share
Subject to the provisions of the Articles relating to CREST, in order to transfer Ordinary Shares,
all transfers must be in any usual form or in such other form which the directors may approve,
and must be signed by or on behalf of the transferor and, in the case of a partly paid share, by or
on behalf of the transferee. The transferor is deemed to remain the holder of the share until the
name of the transferee is entered in the register of members in respect of it. The directors may,
in their absolute discretion and without assigning any reason (but must provide the transferee
with a notice of the refusal within two months), refuse to register the transfer of a share if it is not
fully paid or if the Company has a lien on it, or if it is not duly stamped, or if it is by a member who
has a holding of at least 0.25 per cent. of any class of shares of the Company and has failed to
comply with a notice under section 793 of the Act.
The directors may also decline to register any instrument of transfer unless: (i) it is in respect of only
one class of share; (ii) it is lodged with the Company, together with the relevant share certificate(s);
and (iii) it is in favour of not more than four transferees jointly in respect of a single transfer.
Notwithstanding any other provision of the Articles the directors may (in their absolute discretion
and without given any reason therefor) refuse to register any transfer of a share to a “Prohibited
Person” (being, inter alia, a person who, by virtue of his holding, may, in the opinion of the Board,
cause or be likely to cause the Company and/or Shareholders some regulatory, pecuniary, legal
or material administrative disadvantage that might not otherwise be suffered or incurred). If any
transferee is a Prohibited Person or the Board otherwise determines that the holding of shares by
such transferee would be in breach of any relevant legal or regulatory requirement or would subject
the Company to any adverse legal, regulatory or taxation consequences or the Board otherwise
determines (in its sole discretion and without being obliged to provide its reasons thereof) that
such holding is not in the Company’s interest, the Company may direct such transferee to sell his
shares to a person who is not a Prohibited Person within thirty clear days of the notice of refusal. In
exceptional circumstances approved by the corporate adviser of the Company, the directors may
refuse to register any such transfer, provided that their refusal does not disturb the market.
The Articles contain no other restrictions on the free transferability of fully paid ordinary shares
provided that the transfers are in favour of not more than four transferees, the transfers are in
respect of only one class of share and the provisions in the Articles, if any, relating to registration
of transfers have been complied with.
5.1.8 Notifiable interest in holdings of shares
A person is required by law to notify the Company if he has a “notifiable interest” in holdings of
three per cent. or more of the Company’s total voting rights and capital in issue. The obligation
also arises if such holdings change to reach, exceed or fall below every one per cent. increment
above three per cent. of the Company’s total voting rights and capital in issue. “Notifiable
interests” in this context include both direct and indirect interests in the voting rights of the
Company, and financial instruments which give the holder the formal entitlement to acquire
shares with voting rights attached. The obligations to notify the Company as aforesaid are
subject to certain exceptions set out in the Disclosure and Transparency Rules published by
the FCA.
5.1.9 Alteration of share capital
The Company may by ordinary resolution cancel any unissued shares, consolidate all or any
of its share capital into shares of larger amount and, subject to the provisions of the Statutes,
subdivide its shares into shares of smaller amount. Subject to the provisions of the Act, the
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Company may by special resolution reduce its share capital, any capital redemption reserve and
any share premium account in any way.
5.1.10 Purchase by the Company of its own shares
Subject to the provisions of the Act and to the authority of the Company in general meeting
required by the Act, the Company may purchase its own shares.
5.1.11 Borrowing powers
The directors may exercise all the powers of the Company to borrow upon such terms and in
such manner as they think fit and, subject to the provisions of the Act, to grant any mortgage,
charge or debentures, debenture stock or other securities whether outright or as security for any
debt, liability or obligation of the Company or of any third party.
5.1.12 Board of Directors
No shareholding qualification is required of a director. Unless otherwise determined by ordinary
resolution of the Company, the number of directors (other than alternate directors) shall not be
subject to any maximum but shall be not less than two but not more than eight. The directors
shall not require a share qualification, but shall nevertheless be entitled to attend and speak at
any general meetings of the Company.
The Company may by ordinary resolution appoint any person to be a director or may by ordinary
resolution remove any director. Subject to the provisions of the Articles, at the annual general
meeting of the Company in each year, one-third of the directors for the time being shall retire
from office by rotation. The directors to retire by rotation on each occasion shall be those
directors that have been longest in office since their last appointment or reappointment but, as
between persons who became or were last reappointed directors on the same day, those to
retire shall (unless otherwise agreed among themselves) be determined by lot. In addition, any
director who would not otherwise be required to retire, shall retire by rotation at the third annual
general meeting after his last appointment or reappointment.
The directors shall have the power at any time to appoint any person as a director, either to fill
a casual vacancy or as an additional director provided that the appointment does not cause the
number of directors to exceed any number fixed by or in accordance with the Articles as the
maximum number of directors. Any director so appointed shall retire at the next annual general
meeting but shall then be eligible for election and any director who so retires shall not be taken
into account in determining the number of directors who are to retire by rotation.
Subject to the provisions of the Articles, the directors may regulate their proceedings as they
think fit.
5.1.13 Disclosure of Interests in Contracts
Any director may hold any other office or place of profit under the Company (except that of
auditor) in conjunction with his office of director and, subject to Section 188 of the Act, on such
terms as to remuneration and otherwise as the Board shall arrange. Any director may continue
to be or become a director, managing director, manager, executive or other officer or member
of any other company or a party to any contract, transaction or arrangement with, or otherwise
interested in, any body corporate in which the Company may be interested as shareholder or
otherwise or any parent undertaking or subsidiary undertaking of any parent undertaking of
the Company, and (unless otherwise agreed) no such director shall be accountable for any
remuneration or other benefits received by him as a director, managing director, manager,
executive or other officer or member of any such other company which derive from any such office
or employment or from any contract, transaction, or arrangement with or from his membership
or interest in such other body corporate or undertaking. No such office, employment, contract,
transaction or arrangement or interest shall be liable to be avoided on the ground of any such
interest or benefit.
The directors may exercise the voting powers conferred by the shares in any other company held
or owned by the Company, or exercisable by them as directors of such other company, in such
manner in all respects as they think fit (including the exercise thereof in favour of any resolution
appointing themselves or any of the directors, managing directors, managers, executives or
other officers of such company) and any director of the Company may vote in favour of the
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exercise of such voting rights in manner aforesaid, notwithstanding that he may be, or be about
to be, appointed a director, managing director, manager, executive or other officer of such
other company, and as such is or may become interested in the exercise of such voting rights in
manner aforesaid. Subject to the provision of the Statutes (as defined in the Articles), no director
or intending director shall be disqualified by his office from contracting with the Company (or
otherwise entering into any arrangement, transaction or proposal with the Company) either as
vendor, purchaser or otherwise nor, subject to the interest of the director concerned being
duly declared as required by Articles 94 of the Articles, shall any such contract or arrangement,
transaction or proposal or any contract, arrangement, transaction or proposal entered into by
or on behalf of the Company in which any director shall be in any way interested be liable to
be avoided nor shall any director so contracting or being so interested be liable to account
to the Company for any profit, remuneration or other benefit realised by any such contract or
arrangement by reason of such director holding that office or of the fiduciary relationship thereby
established.
A director shall (in the absence of some other material interest than is indicated below) be
entitled to vote (and be counted in the quorum) on any resolution including:
(i)	the giving of any guarantee, security or indemnity to him in respect of money lent or
obligations incurred by him at the request of or for the benefit of the Company or any of its
subsidiaries;
(ii)	the giving of any guarantee, security or indemnity to a third party in respect of a debt or
obligation of the Company or any of its subsidiaries for which he himself has assumed
responsibility in whole or in part under a guarantee or indemnity or by the giving of security;
(iii)	any proposal concerning an offer of shares or debentures or other securities of or by the
Company or any of its subsidiaries for subscription or purchase in which offer he is or is to
be interested as a participant in the underwriting or sub underwriting thereof;
(iv)	any proposal concerning any other company in which he is interested directly or indirectly
and whether as an officer or shareholder or otherwise howsoever provided that he (together
with any person connected with him) is not the holder or beneficially interested in one per
cent or more of any class of shares (excluding any shares held as treasury shares) or of
any third company through which his interest is derived or of the voting rights available to
members of the relevant company (any such interest being deemed for the purpose of this
Article to be a material interest in all circumstances);
(v)	any proposal concerning the adoption, modification or operation of a superannuation fund
or retirement benefits scheme under which he may benefit and which has been approved
by or is subject to and conditional upon approval by the Board of HM Revenue & Customs
for taxation purposes or which does not accord to any director as such any privilege or
benefit not accorded to the employees to which the scheme or fund relate;
(vi)	any contract, arrangement or proposal for the benefit of employees of the group under
which the director benefits in a similar manner as the employees or which does not accord
to any director as such any privilege or benefit not accorded to the employees to which the
scheme or fund relates; and
(vii)	any proposal concerning insurance which the Company proposes to maintaining or
purchase for the benefit of directors or for the benefit persons including directors.
Subject to and only to the extent permitted by the Act, the directors may (subject to such
terms and conditions, if any, as they may think fit to impose from time to time, and subject
always to their right to vary or terminate such authorisation) authorise:
(i)	any matter which would otherwise result in a director infringing his duty to avoid a
situation in which he has, or can have, a direct or indirect interest that conflicts, or
possibly may conflict, with the interests of the Company and which may reasonably
be regarded as likely to give rise to a conflict of interest (including a conflict of interest
and duty or conflict of duties); and
(ii)	a director to accept or continue in any office, employment or position in addition to
his office as a director of the Company and without prejudice to the generality of
Article 95.6.1 may authorise the manner in which a conflict of interest arising out of
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such office, employment or position may be dealt with, either before or at the time
that such a conflict of interest arises, provided that the authorisation is only effective
if:
a.	any requirement as to the quorum at the meeting at which the matter is
considered is met without counting the director in question or any other
interested director, and
b.	the matter was agreed to without their voting or would have been agreed to if
their votes had not been counted.
The Company may by ordinary resolution suspend or relax the provisions of this Article to any
extent or ratify any transaction not duly authorised by reason of a contravention of Article 95 of
the Articles.
5.1.14 Remuneration and other compensation of directors
The directors shall determine the remuneration of the directors. The directors shall be paid all
travelling, hotel and other expenses properly incurred by them in connection with the business
of the Company, or to receive a fixed allowance in respect thereof as may be determined by the
directors, or a combination of the two. The directors may also by resolution approve additional
remuneration to any director for any services other than his ordinary routine work as a director.
There shall be available to be paid out of the funds of the Company to the directors as fees for
their services as directors (excluding amounts payable under any other provisions in the Articles
and the remuneration of any managing director or director holding executive office) in each year
such sums as the Board may determine form time to time not exceeding an aggregate sum of
£200,000 or such other higher amount as sanctioned by ordinary resolution of the Company.
The quorum for the transaction of the business of the directors may be fixed by the directors,
and unless so fixed shall be two if there are two or more directors, and shall be one if there is
only one director.
5.1.15 General Meetings
The Company shall in each year hold a general meeting as its annual general meeting. The
annual general meetings shall be held at such time and place as the directors shall determine.
The directors may, (in addition) call a general meeting other than the annual general meeting and
shall, upon a shareholders’ requisition convene a general meeting. A shareholders’ requisition is
a requisition of shareholders of the Company holding at the date of deposit of the requisition not
less than five per cent. in par value of the capital of the Company as at that date that carries the
right of voting at general meetings of the Company. At the least 21 days’ notice shall be given
of any annual general meeting and at least 14 clear days’ notice shall be given in respect of
any other general meeting of the Company to those members who under the provisions of the
Articles or under the rights attached to the shares held by them are entitled to receive the notice,
and to the auditors. The notice shall specify the place, the day and the hour of the meeting and
the general nature of the business to be transacted at the meeting.
Subject to the provisions of the Act, a resolution may be put to a vote at a general meeting of
the Company or any class of shareholders only if: (i) it is proposed by or at the direction of the
directors; (ii) it is proposed at the direction of the court; (iii) it is proposed on the requisition in
writing of such number of shareholders as is prescribed by, and is made in accordance with,
the relevant provisions of the Act; or (iv) the chairman of the meeting, in his absolute discretion,
decides that the resolution may properly be put to a vote at that meeting. No business shall
be transacted at any general meeting unless a quorum is present. Two shareholders being
individuals present in person or by proxy or if a corporation or other non-natural person by its
duly authorised representative shall be a quorum unless the Company has only one shareholder
entitled to vote at such general meeting in which case the quorum shall be that one shareholder
present in person or by proxy or (in the case of a corporation or other non-natural person)
by a duly authorised representative. In the case of an equality of votes, the chairman of the
Meeting shall be entitled to a further or casting vote in addition to the votes to which he may be
entitled as a member. Unless a poll is demanded in accordance with Article 65 of the Articles,
a declaration by the chairman that a resolution has been carried, or carried unanimously or by
a particular majority, or lost, or not carried by a particular majority, and an entry to that effect
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in the book containing the minutes of the proceedings of general meetings of the Company is
conclusive evidence of the fact without proof of the number or proportion of the votes recorded
in favour of or against such resolution.
No member shall be entitled to vote at any general meeting either personally or by proxy or to
exercise any privilege as a member, unless all calls or other sums presently payable to him in
respect of shares in the Company have been paid. The instrument appointing a proxy must
be in writing in any usual or common form, or such other form as may be approved by the
directors, and will be signed by the appointor or by his agent duly authorised in writing or if
the appointor is a corporation, must be either under its common seal or signed by an officer or
agent so authorised, or if permitted by the directors, in electronic form in the manner and form
and subject to such terms and conditions as the directors may decide. The directors may, but
will not be bound to, require evidence of authority of such officer or agent. An instrument of
proxy need not be witnessed.
6.

Mandatory bids, Squeeze Out Rights and Sell Out Rights
6.1	Under the Act, if an offeror were to acquire or contract to acquire 90 per cent. of the Ordinary
Shares to which the offer relates within four months of making its offer, it could then compulsorily
acquire the remaining 10 per cent. It would do so by sending a notice to outstanding
shareholders telling them that it will compulsorily acquire their shares and then, six weeks later,
it would execute a transfer of the outstanding shares in its favour and pay the consideration to
the Company, which would hold the consideration on trust for outstanding shareholders. The
consideration offered to the shareholders whose shares are compulsorily acquired under the
Act must, in general, be the same as the consideration that was available under the takeover
offer.
6.2	The Act also gives minority shareholders in the Company a right to be bought out in certain
circumstances by an offeror who had made a takeover offer. If a takeover offer related to all the
Ordinary Shares and, at any time before the end of the period within which the offer could be
accepted, the offeror held or had agreed to acquire not less than 90 per cent. of the Ordinary
Shares to which the offer relates, any holder of shares to which the offer related who had not
accepted the offer could by a written communication to the offeror require it to acquire those
shares. The offeror would be required to give any shareholder notice of his right to be bought
out within one month of that right arising. The offeror may impose a time limit on the rights of
minority shareholders to be bought out, but that period cannot end less than three months after
the end of the acceptance period. If a shareholder exercises his/her rights, the offeror is bound
to acquire those shares on the terms of the offer or on such other terms as may be agreed.
6.3	Other than as provided by the Act and the Articles, there are no rules or provisions relating to
mandatory bids and/or squeeze-out and sell-out rules in relation to the Ordinary Shares.
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7.

Significant Shareholders
7.1	Other than as set out below, the Company is not aware of any holding (within the meaning of
the AIM Rules) in the Company’s ordinary share capital which amounts to or would, immediately
following Admission, amount to 3 per cent. or more of the Company’s issued share capital:

Number
Percentage
of Existing
of Existing
Name
Ordinary Shares Ordinary Shares
639,346
5.0%
Alexander Catto1
Alice Bordini
400,000
3.1%
Andries Markgraaff
600,000
4.7%
Beaufort Securities
Limited
832,000
6.5%
David Abromowitz2
Glazewood
Ventures Limited
400,000
3.1%
485,500
3.8%
Jonathan Quirk1
Mark Poole
1,000,000
7.8%
3
1,183,000
9.2%
Paul Beck
Sedor Investment
Holdings Limited
1,900,000
14.9%
Tamla Limited
1,000,000
7.8%
Timothy Leslie4
Vidacos Nominees
Limited
1,576,922
12.3%
WB Nominees
180,779
1.4%
Limited1
Wildcrest Global
Inc.
1,060,000
8.3%

Number of
Ordinary Shares
immediately Percentage of
following Enlarged Share
Admission
Capital
925,060
2.9%
400,000
1.3%
600,000
1.9%
1,428,571
957,000

4.5%
3.0%

400,000
914,071
5,285,714
1,383,000

1.3%
2.9%
16.8%
4.4%

1,900,000
2,000,000
5,285,714

6.0%
6.3%
16.8%

2,291,207

7.3%

1,705,775

5.8%

1,060,000

3.4%

1

 B Nominees Limited holds 820,124 Existing Ordinary Shares of which 485,499 Existing Ordinary Shares are held
W
on behalf of Jonathan Quirk and his SIPP, 153,846 Existing Ordinary Shares are held on behalf of Alexander Catto
and 180,779 Existing Ordinary Shares are held on behalf of others. On Admission, WB Nominees Limited will hold
3,755,833 Ordinary Shares of which 914,070 Ordinary Shares will be held on behalf of Jonathan Quirk and his SIPP,
439,560 Ordinary Shares will be held on behalf of Alexander Catto, 250,000 Ordinary Shares will be held on behalf of
Touch Rugby International Limited and 1,580,775 Ordinary Shares on behalf of others.

2

 avid Abromowitz owns 832,000 Existing Ordinary Shares, and on Admission will have a beneficial interest in an
D
additional 125,000 Ordinary Shares held by WB Nominees Limited on behalf of Touch Rugby International Limited.

3

 r Beck and his wife own 100% of the share capital in Front Square Securities Limited of which Mr Beck is also a
M
director. Front Square Securities Limited holds 160,000 Existing Ordinary Shares and will own 360,000 Ordinary
Shares on Admission.

4

1,000,000 Existing Ordinary Shares are held by Sarah Leslie, Timothy Leslie’s wife.

7.2	The voting rights of the Shareholders set out in this paragraph 7 and paragraph 8 below do not
differ from the voting rights held by other Shareholders.
8.

Directors’ and Proposed Director’s Interests
8.1	As at the date of this document and as expected to be immediately following Admission, the
holdings of the Directors and the Proposed Director and their families in the share capital of
the Company (i) which would have been required to be notified by the Company pursuant to
Rule 17 of the AIM Rules; or (ii) which are holdings of a person connected with a Director or
Proposed Director which would, if the connected person were a Director or Proposed Director,
be required to be disclosed under (i) above and the existence of which is known to or could, with
reasonable diligence, be ascertained by the Directors are:
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Name

Number
Percentage
of Existing
of Existing
Ordinary Shares Ordinary Shares

Andries Markgraaff
John Kilham
Jonathan Quirk
Paul Beck1
Riaan Visser
Timothy Leslie2

600,000
485,500
1,183,000
200,000
1,000,000

4.7%
3.8%
9.2%
1.6%
7.8%

Number of
Ordinary
Shares
immediately
following
Admission
600,000
914,071
1,383,000
200,000
5,285,714

Total

3,468,500

27.1%

8,382,785

Percentage of
Enlarged
Share Capital

26.6%

1.9%
2.9%
4.4%
0.6%
16.8%

1

 r Beck and his wife own 100% of the share capital in Front Square Securities Limited of which Mr Beck is also
M
a director. Front Square Securities Limited holds 160,000 Existing Ordinary Shares in the Company and will own
360,000 Ordinary Shares on Admission.

2

1,000,000 Existing Ordinary Shares are held by Timothy Leslie’s wife, Sarah Leslie.

8.2	Except as disclosed above, as at the date of this document, the Directors and the Proposed
Director are not aware of any interests of persons connected with them which would, if such
connected person were a Director or Proposed Director, be required to be notified to the
Company pursuant to Chapter 3 of the Disclosure and Transparency Rules and could be
required to be entered in the register of directors’ interests pursuant to section 809 of the Act.
8.3	Save as disclosed in paragraph 8.1 above, none of the Directors, the Proposed Director nor any
persons connected with them, is interested in any related financial product (as defined in the
AIM Rules) whose value in whole or in part is determined directly or indirectly by reference to the
price of the Ordinary Shares, including a contract for difference or a fixed odds bet.
8.4	There are no outstanding loans granted or guarantees provided by any member of the Group to
or for the benefit of any of the Directors or the Proposed Director, nor are there any outstanding
loans or guarantees provided by the Directors or the Proposed Director to or for the benefit of
the Group.
8.5	Save as disclosed in this document, no Director or Proposed Director has any interest,
whether direct or indirect, in any transaction which is or was unusual in its nature or conditions
or significant to the business of the Company taken as a whole and which was effected by
the Company during the current or immediately preceding financial year, or during any earlier
financial year and which remains in any respect outstanding or unperformed.
8.6	In the case of those Directors or the Proposed Director who have roles as directors of companies
which are not a part of the Group, although there are no current conflicts of interest, it is possible
that the fiduciary duties owed by those Directors or the Proposed Director to companies of
which they are directors from time to time may give rise to conflicts of interest with the duties
owed to the Group. Except as expressly referred to in this document, there are no potential
conflicts of interest between the duties owed by the Directors or the Proposed Director to the
Company and their private duties or duties to third parties.
9.

Share Option Agreements
The Directors and the Proposed Director have been granted the following Share Options under the
Share Option Agreements dated 19 August 2013, conditional upon Admission.
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Percentage
Number of
of Enlarged
Ordinary Shares
Share Capital
subject to Share subject to Share
Options
Options
472,876
1.5
472,876
1.5
945,750
3.0
472,876
1.5
1,891,502
6.0
472,876
1.5

Directors/Proposed Director
Andries Markgraaff
John Kilham
Jonathan Quirk
Paul Beck
Riaan Visser
Timothy Leslie
Total

4,728,756

15.0

The Share Option Agreements include the following terms:
Grant of Share Options
The Share Options will not be capable of transfer or assignment (other than at the Enlarged Board’s
discretion to personal representatives on death). The Share Options will not be capable of being
charged. No amount is payable on grant of the Share Options.
Exercise Price
The Share Options are divided into three equal portions of Ordinary Shares, each amounting to one
third of the total number of Share Options, to which differing exercise prices are applied. For the first
portion of the Share Options the exercise price is 18p per share. For the second portion of the Share
Options the exercise price is 40p per share. For the third portion of the Share Options the exercise
price is 55p per share.
The number of Option Shares and the exercise price may be adjusted to take account of any
consolidation subdivision or comparable capital reorganisation.
Exercise of Share Options
The Share Options are exercisable in the period of five years from Admission. The options may not be
exercised later than the fifth anniversary of the date of Admission.
If the person to whom the Share Options are issued are the subject of termination of their service
contracts or other terms of appointment or if that person ceases to hold office as a director, his
entitlement to exercise the Share Options will cease on the date of termination or cessation unless
the Board of Directors by a resolution supported by at least four other directors determines that the
Share Options are to continue notwithstanding the termination or cessation.
Where the relevant optionholder becomes bankrupt or otherwise deprived of legal or beneficial
ownership of the option, the option will lapse.
Takeovers
The optionholder will be notified of any takeover bid and may exercise his option. On a change of
control the option holder may exercise all of his options but they will lapse if not exercised.
Liquidation
The Enlarged Board must immediately notify the optionholder of any voluntary winding-up of the
Company and he may exercise any remaining part of the option within 42 days after the passing of the
resolution for such winding-up provided that any conditions subject to which the option was granted
have been fulfilled or waived. The shares will be deemed to have been issued prior to the passing of
such a resolution.
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Adjustment of Share Options
Upon a reorganisation of the Company, the number of shares subject to the option and the exercise
price may be adjusted as the Company may determine if this is confirmed to be reasonable by the
Company’s auditors. This may be retrospective if relevant to an already exercised option.
Termination
The grant of the option is not intended to form any contract of employment and there will be no rights
to damages for any loss, or potential loss of benefit, in the event of termination of office or employment.
10.

Service Contracts and Letters of Appointment
10.1	On 19 August 2013, Paul John Beck entered into a letter of appointment with the Company.
The letter of appointment is conditional on Admission and is to be in substitution for the letter
of appointment dated 16 December 2012. Under the terms of the letter of appointment, Mr
Beck is to continue to act as a non-executive Chairman of the Company. He will not receive any
fees under his letter of appointment. The appointment will continue for a period of 12 months
from Admission and is terminable by 3 months’ notice on either side to expire at the end of the
initial term or at any time thereafter. There will be no benefits payable upon termination of the
agreement.
10.2 O
 n 19 August 2013, Christiaan Breytenbach Visser entered into a service contract with the
Company. The service contract is conditional on Admission and is to be in substitution for the
service contract with a commencement date of 21 November 2012. Under the terms of the
service contract, Mr Visser agreed to act as Chief Executive Officer of the Company. Mr Visser is
an employee of Kareevlei Mining and is entitled to a salary at a rate of £24,000 per annum. The
agreement continues until terminated by not less than 12 months’ notice on either side. There
will be no benefits payable upon termination of the agreement.
10.3	On 19 August 2013, John Leslie Courtney Kilham entered into a service contract with the
Company. The service contract is conditional on Admission and is to be in substitution for the
service contract with a commencement date of 1 July 2013. Under the terms of the service
contract, Mr Kilham agreed to act as Chief Technical Officer of the Company. Mr Kilham is
an employee of Kareevlei Mining and will not be paid a salary under his service contract. The
agreement continues until terminated by not less than 12 months’ notice on either side. There
will be no benefits payable upon termination of the agreement.
10.4 O
 n 19 August 2013, Jonathan Stuart Quirk entered into a letter of appointment with the Company.
The letter of appointment is conditional on Admission and is to be in substitution for the letter of
appointment dated 18 December 2012. Under the terms of the letter of appointment, Mr Quirk
is to continue to act as a non-executive director of the Company. He will receive a fee at the rate
of £6,000 per annum payable by the Company. The appointment will continue for a period of 12
months from Admission and is terminable by 3 months’ notice on either side to expire at the end
of the initial term or at any time thereafter. There will be no benefits payable upon termination of the
agreement.
10.5	On 19 August 2013, Andries Thomas Markgraaff entered into a letter of appointment with the
Company. The letter of appointment is conditional on Admission and is to be in substitution for
the letter of appointment dated 11 January 2013. Under the terms of the letter of appointment, Mr
Markgraaff is to continue to act as a non-executive director of the Company. Mr Markgraaff will
not receive any fees under his letter of appointment. The appointment will continue for a period of
12 months from Admission and is terminable by 3 months’ notice on either side to expire at the
end of the initial term or at any time thereafter. There will be no benefits payable upon termination
of the agreement.
10.6	On 19 August 2013, Timothy Grahame Leslie entered into a letter of appointment with the
Company, conditional on Admission. Under the terms of the letter of appointment, Mr Leslie will
act as a non-executive director of the Company. Mr Leslie will not receive any fees under his
letter of appointment. The appointment will continue for a period of 12 months from Admission
and is terminable by 3 months’ notice on either side to expire at the end of the initial term or at
any time thereafter. There will be no benefits payable upon termination of the agreement.
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10.7	The aggregate remuneration paid and benefits in kind granted to the Directors for period from
incorporation to Admission amounted to £1. It is estimated that the aggregate remuneration
payable to the Directors and the Proposed Director from the date of Admission to 31 December
2013 under arrangements that are in force will amount to approximately £10,000.
10.8	Except as disclosed in this paragraph 10, there are no existing or proposed service contracts
between the Company and any of the Directors or the Proposed Director which are not
terminable on less than 12 months’ notice, nor have any of their letters of appointment or
service contracts been amended in the six months prior to the date of this document.
10.9	Pursuant to the terms of the Articles, Paul Beck, Jonathan Quirk and Andries Markgraaff will be
required to offer themselves for re-election at the Company’s next Annual General Meeting in
2014. Details of the commencement and expiration of the term of office of each Director are set
out below:
Name
Paul Beck
Riaan Visser
John Kilham
Jonathan Quirk
Andries Markgraaff
Timothy Leslie

Commencement of
period in office
11 October 2012
26 November 2012
1 July 2013
11 October 2012
11 January 2013
4 September 2013

Date of expiration of
term of office
2014 AGM
4 September 2014
4 September 2014
2014 AGM
2014 AGM
4 September 2014

Paul Munday was appointed a director of the Company on 11 October 2012 and resigned on 4
December 2012.
11.

Additional Information on the Enlarged Board
11.1	Other than the directorships of the Company, the current directorships and partnerships of the
Enlarged Board and the directorships and partnerships held by them over the five years prior to
the date of this document are as follows:
Director

Current Directorships or
Partnerships

Past Directorships or
Partnerships

Paul John Beck

BlueRock Diamonds Limited
Front Square Securities Limited
Hampshire House 12 Hyde Park
Place Management Limited
Segar Properties (Hyde Park)
Limited
Strathearn House (Freehold)
Limited

Old River Diamonds Limited

Christiaan Breytenbach Visser

African Compass Trading 523 CC None
Bedford Avenue Trading Co (Pty)
Ltd
CB Visser (CA) SA
Channal Mining (Pty) Ltd
Enzel 167 CC
Fibreglass Marketing CC
Fynbosland Mining CC
Kimberley Consolidated Mining Ltd
Kleinkor Sewentien (Pty) Ltd
Lexian Holdings (Pty) Ltd
Swanvest 286 (Pty) Ltd
Winsbeslis Negentien (Pty) Ltd
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John Leslie Courtney Kilham

Kgalagadi Geoservices CC
None
Kgalagadi Geoservices (Botswana)
(Pty) Ltd
Kgalagadi Engineering & Mining
Supplies (Pty) Ltd
Kgalagadi Asset Management

Jonathan Stuart Quirk

Blackdown Sporting Estates
Limited
BlueRock Diamonds Limited
Cairnsea Investments Ltd
Tri-star Resources plc

Andries Thomas Markgraaff

Afriland Property Solutions (Pty) Ltd Arcy Eiendomme CC
Afriland Investments (Pty) Ltd
Griqualand West Rugby
Afrileisure (Pty) Ltd
Griqualand West Rugby
Anlar Beleggings CC
Stadium
Andre en Larry Eiendomme CC
Inglewood Estates CC
ATM Group (Pty) Ltd
ATM Property Projects CC
Broadway Business Centre (Pty) Ltd
Carlandre (Pty) Ltd
Carmelo Investments 164 (Pty) Ltd
Chanbe Game Lodge CC
Empire Earth Investments 22 (Pty)
Ltd
Gramar Financial Services (Pty) Ltd
I E Eiendomme CC
Kalahari Aviation (Pty) Ltd
Kalahari Care (Pty) Ltd
Kalahari Commercial Solutions (Pty)
Ltd
Kalahari Golf and Jag (Pty) Ltd
Kalahari Holdings (Pty) Ltd
Kalahari Land and Cattle Company
(Pty) Ltd
Kalahari Lifestyle (Pty) Ltd
Kalahari Motlakase (Pty) Ltd
Kalahari Shopping Centre (Pty) Ltd
Marcu Handelaars 3600
New Park Properties (Pty) Ltd
Outfox Netball CC
PZK Beleggings 3000 CC
Sideling Hill (Pty) Ltd
Skuitbaai Inwonersvereniging NPC
Southern Fissures (Pty) Ltd
Tredek Property Developers (Pty) Ltd
Tswelelelo (Pty) Ltd
Yenza Trading 508 CC
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Campden Partners Ltd
Hayward Group Limited
ILEX Asset Management (UK)
LLP (partner)
Longaevus Limited
Metropolitan Safe Deposits
Limited
Mount Street Advisory Services
Limited
Mount Street Investment
Management Limited
Payday Loan 4U Ltd
The River Barle Fishing Club Ltd
Trivelles Management Limited

Proposed Director

Current Directorships or
Partnerships

Past Directorships or
Partnerships

Timothy Grahame Leslie

Bundoran Limited
Crunchcare Properties LLP
Flichity Estate Partnerships
Lochailort Hydro Limited
Lochailort Investments Limited
Lochailort Sevenoaks Limited
James Caird Asset Management
LLP
James Caird Asset Management
(UK) Limited
JCAM Investments Limited
Pembury Projects
TL Aviation Instrad LLP

Bourne Homes Byfleet Limited
High Hatton Farms Limited
Ingenious Film Partners 2 LLP
Lochailort West Byfleet Limited

11.2	Jonathan Quirk was a director of Advanced Visual Security plc which appointed an administrative
receiver on 9 October 1998. There was a deficiency to creditors of £78,595.42.
11.3	Jonathan Quirk was a director of Masterpack DSK Limited which was put into administration
on 29 April 1999. Preferential creditors received 100p in the pound and unsecured creditors
received 68p in the pound. There was no return to shareholders.
11.4	Riaan Visser was a director of Kimberley Consolidated Mining Ltd, a diamond mining company
placed in provisional liquidation in November 2010 with total liabilities of R12 million. Mr
Visser was appointed as a director of Kimberley Consolidated Mining Ltd by the shareholders
specifically to wind down the company. The assets realised to date exceed the liabilities and
final liquidation is expected within the next six months.
11.5 Save as disclosed above, no Director or Proposed Director has:
11.5.1 h
 ad any convictions in relation to fraudulent offences or unspent convictions in relation to
indictable offences;
11.5.2 h
 ad any bankruptcy order made against him or entered into any individual voluntary
arrangements;
11.5.3 b
 een a director of any company or been a member of the administrative, management
or supervisory body of an issuer or a senior manager of an issuer which has been placed
in receivership, compulsory liquidation, creditors’ voluntary liquidation, administration, or
company voluntary arrangement or which entered into any composition or arrangement
with its creditors generally or any class of its creditors whilst he was acting in that capacity
for that company or within the 12 months after he ceased to so act;
11.5.4 b
 een a partner in any partnership placed into compulsory liquidation, administration or
partnership voluntary arrangement where such Director or Proposed Director was a
partner at the time of or within the 12 months preceding such event;
11.5.5 b
 een subject to receivership in respect of any asset of such Director or Proposed Director
or of a partnership of which the Director or Proposed Director was a partner at the time of
or within 12 months preceding such event; or
11.5.6 b
 een subject to any official public criticisms by any statutory or regulatory authority
(including recognised professional bodies) nor has such Director or Proposed Director
been disqualified by a court from acting as a director of any company or from acting as
a member of the administrative, management or supervisory bodies of an issuer or from
acting in the management or conduct of the affairs of any company.
12.

Material Contracts
The following contracts (i) not being contracts entered into in the ordinary course of business, are
contracts which are or may be material and have been entered into by the Company or any of its
subsidiaries within the two years immediately preceding the date of this document; or (ii) have been
entered into by the Company or any of its subsidiaries at any time before the date of this document
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where those contracts contain provisions under which any member of the Group has an obligation or
entitlement which is or may be material to the Group as at the date of this document, or (iii) include all
material subsisting agreements which are included within, or which relate to, the assets and liabilities
of the Group as at the date of this document:
12.1 Agreements relating to the ISDX Admission
12.1.1 a
 letter of engagement entered into on 8 January 2013 between the Company and SP
Angel pursuant to which SP Angel agreed to act as the Company’s corporate advisor in
connection with the ISDX Admission;
12.1.2 a
 letter of engagement between the Company and Grant Thornton UK LLP dated 8
November 2012 pursuant to which Grant Thornton UK LLP agreed to act as the Company’s
reporting accountant in connection with the ISDX Admission;
12.1.3 a
 letter of engagement between the Company and Grant Thornton UK LLP dated 10
December 2012 pursuant to which Grant Thornton UK LLP agreed to act as the Company’s
auditor;
12.1.4 a
 corporate adviser and broker agreement entered into on 28 January 2013 between the
Company, the Directors and SP Angel in relation to the provision of corporate advisory and
broking services to be provided by SP Angel to the Company;
12.1.5 a
 placing agreement dated 5 March 2013, SP Angel agreed as agent for the Company
to use its reasonable endeavours to procure subscribers for placing shares at the placing
price. The placing agreement contained representations, warranties and indemnities given
by the Company, and representations and warranties given by the Directors to SP Angel
as to the accuracy of the information contained in the ISDX admission document and other
matters relating to the Company and its business;
12.1.6 the Registrars Agreement dated 5 December 2012 between the Company and Share
Registrars Limited appointing Share Registrars Limited from 15 January 2013 to provide
share registration services; and
12.1.7 lock-in agreements between certain shareholders in the Company, the Company and
SP Angel pursuant to which each of these shareholders undertook not to sell any of their
Existing Ordinary Shares save in accordance with the terms of that agreement within the
period of 12 months from the ISDX Admission.
12.2 Agreements relating to Admission
12.2.1 Nominated Adviser and Broker Agreement
 n 19 June 2013, the Company and SP Angel entered into a financial adviser, nominated
O
adviser and broker agreement pursuant to which the Company appointed SP Angel to
act as its nominated adviser and broker to advise and assist the Company in respect
of Admission and on an ongoing basis as required by the AIM Rules. The agreement
contains indemnities and warranties given by the Company to SP Angel. Under this
agreement, SP Angel will receive from the Company a corporate finance fee, conditional
on Admission and a fee per annum for retaining its services as nominated adviser and
broker. These arrangements contain certain undertakings and indemnities given by the
Company in respect of, inter alia, compliance with all applicable laws and regulations.
These arrangements continue for an initial period of 6 months unless terminated for reason
prior to such date in accordance with the terms of the agreement and thereafter until
terminated in accordance with the terms thereof.
12.2.2 Placing Agreement
 n 19 August 2013, the Company, the Directors and SP Angel entered into the Placing
O
Agreement, pursuant to which SP Angel, subject to certain conditions, including Admission
taking place on or before 4 September 2013 (or such later date as the Company and SP
Angel may agree, but not later than 18 September 2013), SP Angel has agreed to use
reasonable endeavours to procure placees. Under the Placing Agreement, the Company
is to pay SP Angel a commission charged at a rate of 5 per cent. The Company has
agreed to pay all other costs and expenses relating to the application for Admission. The
Placing Agreement contains certain warranties given by the Directors and the Company,
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and indemnities given by the Company in favour of SP Angel. It also contains provisions
entitling SP Angel to terminate the agreement prior to Admission if, among other things,
a breach of any of the warranties occurs or on the occurrence of an event fundamentally
and adversely affecting the position of the Company. The liability of the Company under
the warranties and indemnities is not subject to a financial limit, but the liability of each of
the Directors is subject to maximum financial limits.
12.2.3 Directors’ and Proposed Director’s Lock-in Agreements
In accordance with the AIM Rules each of the Directors and the Proposed Director (and
their related parties as defined in the AIM Rules for Companies) on 19 August 2013,
entered into a lock-in undertaking with the Company and SP Angel pursuant to which
they have undertaken not to dispose of any interest in Ordinary Shares (or any interest in
Ordinary Shares arising through the exercise of Share Options) which they may have on
Admission for 12 months following Admission except in certain restricted circumstances
permitted by the AIM Rules, and thereafter for a further 12 months only to dispose of
any interest in Ordinary Shares following consultation with, and through, SP Angel (or the
broker at that time if it is not SP Angel). These lock-in agreements supersede the lock-in
agreements that were entered into at the time of admission to the ISDX Growth Market in
March 2013.
12.2.4 Other Lock-in Agreements
 he Company (1), SP Angel (2) and Mark Poole (3) entered into Lock-in Agreements
T
pursuant to which Mark Poole and Sarah Leslie agreed with the Company and SP Angel
not to dispose of any shares in the capital of the Company for a period of 12 months
from Admission except in certain restricted circumstances permitted by the AIM Rules,
and thereafter for a further 12 months only to dispose of any interest in Ordinary Shares
following consultation with, and through, SP Angel (or the broker at that time if it is not SP
Angel). These lock-in agreements supersede the lock-in agreements that were entered
into at the time of admission to the ISDX Growth Market in March 2013.
12.3 Agreements relating to the Kareevlei Tenements
12.3.1 Kareevlei Option Agreement
On 23 April 2013, BlueRock, for a cash consideration of R150,000 (one hundred and
fifty thousand rand) paid on 30 April 2013 by the Company to Diamond Resources, was
granted by Diamond Resources the option to purchase the Mining Right known as the
Kareevlei Tenement, for the sum of R1,000,000 (one million rand) (plus SA VAT) and the
Mining Equipment used by Diamond Resources for R3,000,000 (three million rand) (plus
SA VAT) net of the consideration paid for the Kareevlei Option.
The Kareevlei Option is exercisable for a period of six months from 23 April 2013. On
exercising the Kareevlei Option, Diamond Resources and the Company would enter
into (a) a Mining Agreement in respect of the Mining Right, completion of which is to be
conditional on, inter alia, Ministerial Consent; and (b) an Equipment Agreement in respect
of the Mining Equipment, which is to be completed on execution.
In the period before the Kareevlei Option is exercised the agreement contains restrictions
on Diamond Resources’ ability to conduct mining activity or to use the Mining Equipment
and Diamond Resources may not encumber these assets.
12.3.2 Supplemental Agreement
Under a Supplemental Agreement dated 3 August 2013 between Diamond Resources
(1), BlueRock (2) and Kareevlei Mining (3), BlueRock assigned its rights to enter into the
Mining Agreement and the Equipment Agreement to Kareevlei Mining, which is nominated
to replace BlueRock as the contracting party to the Mining Agreement and the Equipment
Agreement.
Under the Supplemental Agreement, BlueRock is only able to deliver an exercise notice
if it simultaneously delivers an irrevocable bank guarantee or confirmation by its South
African solicitors, Mervyn Taback Inc, that they hold sufficient funds in trust from BlueRock
(or Kareevlei, as the case maybe) for payment under the Equipment Agreement (being
R3,000,000 plus SA VAT).
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The Supplemental Agreement causes the Mining Agreement and the Equipment
Agreement to take effect as legally binding agreements in the form of the documents that
are attached to the Kareevlei Option Agreement, but subject to the alterations applied by
the Supplemental Agreement. The parties will not enter into separate executed versions of
the Mining Agreement and the Equipment Agreement, but will be bound by the terms of
those agreements by virtue of the Supplemental Agreement. The Supplemental Agreement
provides that notice to exercise the Kareevlei Option will constitute the inception of the
Mining Agreement and the Equipment Agreement as binding agreements between
Diamond Resources and Kareevlei Mining.
The Mining Agreement, as modified by the Supplemental Agreement, provides that
Kareevlei Mining may be engaged as a contractor to conduct Trial Mining Operations in
the period prior to the transfer of the Mining Right. The amount that can be taken by way
of bulk sample is limited to four consecutive tranches, the first two of up to 20,000 tonnes
each and then a further two tranches of up to 24,000 tonnes each. Kareevlei Mining
may elect to proceed with each tranche subject to providing for the increased financial
obligations for rehabilitation. The amounts may be increased and further bulk samples
may be taken by agreement with Diamond Resources. Trial Mining Operations are to
commence within 30 days after payment by Kareevlei Mining of the R8S0,OOO under the
Mining Agreement following Admission and the second 20,000 tonne bulk sample may
be taken if the first bulk sample of 20,000 tonnes has been taken within 6 months after
the commencement date and the Mining Right has yet to be transferred. All diamonds
recovered during the Trial Mining Operations shall be the property of Kareevlei Mining
but will have to be alienated under the Mining Right which will still be held by Diamond
Resources. Kareevlei Mining is to pay Diamond Resources a commission of one per cent.
of gross sales after government royalty during this time.
If after eight months from the inception of the Mining Agreement, Ministerial Consent for the
transfer of the Mining Right has not been obtained, under the Supplemental Agreement,
unless the parties agree otherwise, Kareevlei Mining has the right to be appointed as
a contractor to continue the Trial Mining Operations for an additional period of up to
24 months after the commencement date or until the Ministerial Consent is obtained,
whichever occurs first.
In addition, BlueRock or Kareevlei Mining (as the case may be), must ensure to the
extent required, that all necessary amendments to the mining work programme and/or
environmental management programme attaching to the Mining Right that may be required
in order to entitle Kareevlei Mining to undertake such increased Trial Mining Operations
shall have been effected and approved by the DMR, for the account of Kareevlei Mining.
12.3.3 Mining Agreement
On exercising the Kareevlei Option, the Mining Agreement in respect of the Mining Right
will be incepted as an agreement between Diamond Resources (1) and Kareevlei Mining (2)
in a form that is attached to the Kareevlei Option Agreement, subject to the amendments
effected by the Supplemental Agreement.
Under the Mining Agreement, Diamond Resources agrees to sell to Kareevlei Mining the
Mining Right for a consideration of R1,000,000. The consideration (from which the amount
paid for the Kareevlei Option is to be deducted), is to be paid to Diamond Resources’
lawyers to be held in escrow pending completion. If Ministerial Consent is refused, the
balance of the consideration (R850,000) will be repaid once any rehabilitation necessitated
by Kareevlei Mining’s Trial Mining Operations has been completed.
Completion of the transfer of the Mining Right is subject to conditions, in particular
Ministerial Consent to the transfer of the Mining Right to Kareevlei Mining. It is also a
condition that any other required governmental approvals shall have been obtained, but at
present no such approvals have been identified.
The parties are to endeavour to obtain Ministerial Consent as soon as possible and in
any event within eight months following execution. If completion of the Mining Agreement
is delayed beyond eight months, Kareevlei Mining shall have the right and option to be
appointed as the contractor under the MPRDA and may continue to conduct mining
operations on the Kareevlei Tenements (subject to the terms and conditions under the
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Mining Agreement) for a period not exceeding 24 months following the exercise date of
the Kareevlei Option Agreement or until the date on which the requisite Ministerial Consent
shall have been obtained, whichever occurs first.
The Mining Right is sold on the basis that the Company is to have ascertained the
effectiveness and value of the licences and other rights; Diamond Resources’ obligation in
this regard is limited to delivering good title on completion.
In the period following the execution of the Mining Agreement, until completion or
termination, the Company is appointed as controller and is able to conduct Trial Mining
Operations within defined limits. Diamonds recovered during this period will belong to
the Company which may deal with them as it chooses, subject to paying to Diamond
Resources a commission of one per cent. of gross sales after government royalty.
Kareevlei Mining’s financial obligations following the execution of the Mining Agreement
include the following:
–	a cash deposit or bank guarantee to secure the cost of rehabilitation if commercial
mining is not implemented;
–
payments to owners of the surface rights of the land;
–
rental payments for the storage of equipment; and
–
security services.
On transfer of the Mining Right, Kareevlei Mining is obliged to provide a bank guarantee to
the Department of Mineral Resources of an amount to be determined, in order to release
Diamond Resources’ guarantee of R360,000.
The transfer of the Mining Right is subject to the terms and conditions of the Mining Right
themselves and also the Mining Work Program and Social and Labour Plan identified in
the agreement and to the approved Environmental Management Plan.
The Company has given a warranty that it will be able to show that it has the financial
resources and technical know-how necessary to conduct mining under the Mining Right
for the purpose of obtaining Ministerial Consent and that it knows of no reason that the
approvals would not be obtained.
Diamond Resources sells the Mining Right on a ‘voet stoots’ basis which corresponds
to “as is, where is” – attributing no responsibility to Diamond Resources for the status
and viability of the Mining Right, except in relation to certain specific limited warranties.
Warranty claims are limited to R250,000 in aggregate.
The Mining Agreement is subject to the laws of the Republic of South Africa.
12.3.4 Equipment Agreement
On the exercise of the Kareevlei Option, the Equipment Agreement will be incepted as
an agreement between Diamond Resources (1) and Kareevlei Mining (2) in the form
attached to the Kareevlei Option Agreement, subject to the amendments effected by the
Supplemental Agreement. Under the Equipment Agreement, Diamond Resources sells
and Kareevlei Mining (as assignee of the Company) purchases, used mining plant and
equipment listed in the document for a price of R3,000,000 that is paid in cash on the
inception of the agreement. Kareevlei Mining then collects the equipment and becomes
responsible for storage, maintenance, insurance and security. The sale is also conducted
on a ‘voet stoots’ basis.
12.3.5 Shareholders’ Agreement
Under a Shareholders’ Agreement dated 3 August 2013 between the Company (1), Ghaap
Mining (2) and Kareevlei Mining (3), the Company and Ghaap agreed that they intend to
co-operate as long term investors through Kareevlei Mining in the commercial exploitation
of the Kareevlei Tenements.
Kareevlei Mining has issued 100 ordinary shares of no par value that are held as to 74
ordinary shares by the Company and 26 ordinary shares by Ghaap. The Ordinary Shares
rank pari passu in all respects.
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The Directors of Kareevlei Mining are Riaan Visser and Timothy Leslie, (who have been
nominated by the Company) and William van Wyk (who has been nominated by Ghaap).
The Shareholders’ Agreement provides that each shareholder is entitled to nominate,
remove and replace one director for each 15 per cent. of the issued shares held by
that shareholder. Accordingly, the Company is entitled to nominate up to four directors
and Ghaap may nominate a single director. For so long as Mr van Wyk is the majority
shareholder of Ghaap, he is to be the director of Kareevlei Mining nominated by Ghaap,
unless the Company agrees otherwise.
The remuneration of the directors of Kareevlei Mining is subject to a special resolution of
the shareholders, which requires approval by the holders of 75 per cent. of the issued
shares.
Certain specific matters require the approval of a special resolution of the shareholders,
which is to be approved by shareholders holding at least 75 per cent. of the issued shares,
hence needing the approval of both the Company and Ghaap. Apart from matters that
require a special resolution under the relevant corporate legislation and the Memorandum
of Incorporation, the specific matters that require approval by special resolution include
certain transactions such as acquisitions and disposals that are fundamental or that fall
outside the ordinary course of business.
The Company is to be responsible for providing the funding needed for the initial stages of
Kareevlei Mining’s operation in the period before the commercial production commences.
These initial expenditure includes the costs associated with the acquisition, legal and
other expenses, the financial provision to the DMR and the transfer of the Mining Right to
Kareevlei Mining. There are then further loans to be provided for working capital and other
budget expenditure in relation to the operation of the Kareevlei Project. These loans will
be advanced by the Company to Kareevlei Mining on terms that the principal amount is
repayable, subject to available cash resources and with priority to earlier loans and in any
event insolvency of Kareevlei Mining.
Additional funding required once Kareevlei Mining commences commercial production
is to be funded either by its own resources or external funding. If no other funding is
available, Kareevlei Mining may require further funding to be contributed by shareholders
on a pro rata basis, provided that if either the shareholder fails to contribute, the other
shareholder may contribute the deficit which will carry priority and preferred terms.
There is provision that not less than 50 per cent. of the amount available for distribution as
dividends or otherwise is to be applied in repayment of loans advanced by the Company
and other loans. These loans advanced by the Company are to be repaid in any event no
later than 30 months after completion of the Acquisition.
The transfer of shares in Kareevlei Mining is subject to pre-emption procedures under
which a shareholder wishing to sell shares must first offer those shares for sale to the
other shareholder on the same terms as those offered by the proposed external buyer.
If the other shareholder does not accept the offer in respect of all the shares offered,
the shareholder who wishes to sell may sell all the shares offered to the external buyer.
Transfers of shares are in any event subject to Ministerial Consent in the circumstances
prescribed by the MPRDA. Any sale of shares must be accompanied by the transfer of the
corresponding amount of loans owing by Kareevlei Mining to the selling shareholder on a
proportionate basis.
Where shareholders accept an offer to purchase their shares and not less than 70 per
cent. of the issued shares are to be sold, the remaining shareholders will be obliged to
accept the same offer and to sell their shares.
Where an offer is made those shareholders accepting in respect of at least 65 per cent.
of the issued shares of the Company may only accept if the same offer has been made to
all other shareholders.
A shareholder that is subject to liquidation or other business rescue proceedings is
deemed to offer to sell its shares to other shareholders at a fair value determined by an
independent valuer.
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On a change of beneficial ownership or control of a shareholder other than the Company,
that shareholder is obliged to offer its shares to the other shareholder at a discount of 15
per cent. to the fair value of the shares.
Ghaap is to remain a black-controlled company and to maintain the Empowerment
status of Kareevlei Mining until Kareevlei Mining is listed or Ghaap, with the consent of
the Company and the DMR, ceases to hold at least 15 per cent. of the issued shares of
Kareevlei Mining.
12.3.6 Competent Person Engagement Letter
An agreement dated 6 May 2013 between the Company (1) and Z Star Mineral Resource
Consultants (Pty) Limited (2) under which Z Star were appointed to prepare the Competent
Person’s Report on the Kareevlei Tenements for the Company and the agreement is
terminable by either party on 15 days written notice.
12.4 Other Agreements Relating to the Company
On 10 January 2013 the Company appointed Geo-Consult International (Pty) Ltd to carry out
an assessment of and geological report on a potential target. The total amount paid under this
agreement was R158,249. No further amounts are due under the contract.
13.

United Kingdom Taxation
The following summary, which is intended as a general guide only, outlines certain aspects of current
UK tax legislation, and what is understood to be the current practice of HMRC in the United Kingdom
regarding the ownership and disposal of Ordinary Shares. This summary is not a complete and
exhaustive analysis of all the potential UK tax consequences for holders of Ordinary Shares and
should not be construed as constituting advice. It addresses certain limited aspects of the UK taxation
position of UK resident, ordinarily resident and domiciled Shareholders who are beneficial owners of
their Ordinary Shares and who hold their Ordinary Shares as an investment. Any person who is in any
doubt as to his tax position or who is subject to taxation in a jurisdiction other than the UK should
consult his professional advisers immediately as to the taxation consequences of their purchase,
ownership and disposition of Ordinary Shares. This summary is based on current United Kingdom tax
legislation. Shareholders should be aware that future legislative, administrative and judicial changes
could affect the taxation consequences described below.
Taxation of Dividends
No tax will be withheld by the Company when it pays a dividend. A UK resident individual shareholder
who receives a dividend from the Company will be entitled to a tax credit, currently at the rate of 1⁄9th
of the cash dividend paid (or 10 per cent. of the aggregate of the net dividend and related tax credit).
The individual is treated as receiving for tax purposes gross income equal to the cash dividend plus
the tax credit. The tax credit is set against the individual’s tax liability on that gross income. The lower
rate of income tax on dividend income is currently 10 per cent.
An individual shareholder who is not liable to income tax at a rate greater than the basic rate (currently
20 per cent.) will have no income tax to pay in respect of the dividend. The higher rate of income
tax on dividends is currently 32.5 per cent. with in the 40 per cent. income tax bracket and 37.5 per
cent. within the 45 per cent. bracket. This means that an individual shareholder who is taxed on the
dividend in the 40 per cent. bracket will have further income tax to pay at a rate of 22.5 per cent. of
the cash dividend paid plus the related tax credit (or 25 per cent. of the net dividend). An individual
shareholder in the 45 per cent. bracket will have further income tax to pay at a rate of 27.5 per
cent. of the cash dividend paid plus the related tax credit (or approximately 30.6 per cent. of the net
dividend). UK resident shareholders who do not pay income tax or whose liability to income tax on
the dividend and related tax credit is less than the tax credit, including pension funds, charities and
certain individuals are not generally entitled to claim repayment of any part of the tax credit associated
with the dividend from HM Revenue & Customs.
A UK resident corporate shareholder will not generally be liable to corporation tax on any dividend
received from the Company and the dividend received and related tax credit will constitute franked
investment income.
Whether a shareholder who is not resident in the UK for tax purposes is entitled to a tax credit in
respect of dividends paid by the Company and to claim payment of any part of the tax credit will
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depend, in general, on the provisions of any double taxation convention which exists between the
shareholder’s country of residence and the UK. A non-UK resident shareholder may also be subject
to foreign taxation on dividend income.
Persons who are not resident in the UK should consult their own tax advisers on the possible
application of such provisions or what relief or credit may be claimed in the jurisdiction in which they
are resident.
Taxation of Chargeable Gains
For the purpose of UK tax on chargeable gains, the issue of Ordinary Shares pursuant to the Acquisition
will be regarded as an acquisition of a new holding in the share capital of the Company.
The Ordinary Shares so allotted will, for the purpose of tax on chargeable gains, be treated as acquired
on the date of allotment. The amount paid for the Ordinary Shares will usually constitute the base cost
of a shareholder’s holding. If a shareholder disposes of all or some of his Ordinary Shares a liability to
tax on chargeable gains may, depending on their circumstances arise.
UK resident individuals and trustees are generally subject to capital gains tax at a current flat rate of 28
per cent. (reduced to 18 per cent. where a gain falls within an individual’s unused basic rate income
tax band).
Gains made by UK resident companies are subject to corporation tax but there is an entitlement to
indexation allowance which may reduce the chargeable gain.
A shareholder who is neither resident nor ordinarily resident in the UK for tax purposes, but who carries
on a trade, profession or vocation in the UK through a permanent establishment or through a branch or
agency (where the shareholder is not a company) and has used, held or acquired the Ordinary Shares
for the purposes of such trade, profession or vocation or such permanent establishment, branch or
agency (as appropriate) will be subject to UK tax on capital gains on the disposal of Ordinary Shares.
In addition, any holders of Ordinary Shares who are individuals and who dispose of shares while they
are temporarily non resident may be treated as disposing of them in the tax year in which they again
become resident in the UK.
Stamp Duty and Stamp Duty Reserve Tax
No UK stamp duty will be payable on the issue by the Company of Ordinary Shares. Transfers of
Ordinary Shares for value will generally give rise to a liability to pay UK ad valorem stamp duty (if in
certificated form), or stamp duty reserve tax (if in uncertificated form), at the rate in each case of 50
pence per £100 of the amount or value of the consideration (rounded up in the case of stamp duty
to the nearest £5).
The UK Government indicated in the 2013 Budget its intention to abolish stamp taxes on shares
quoted on growth markets, including AIM, and announced that its legislation would be included in the
2014 Finance Bill.
14.

Working capital
The Company, the Directors and the Proposed Director are of the opinion, having made due and
careful enquiry and taking into account the expected proceeds of the Placing, that the Group will have
sufficient working capital for its present requirements, that is, for at least 12 months from the date of
Admission.

15.

Environmental Issues
As far as the Directors and the Proposed Director are aware, there are no environmental issues that
may affect the Group’s utilisation of its tangible fixed assets.

16.

No litigation, governmental or arbitration proceedings
The Group is not involved in any governmental, legal or arbitration proceedings which have or, since
incorporation, may have had, a significant effect on the Group’s financial position or profitability nor,
so far as the Directors and the Proposed Director are aware, are any such proceedings pending or
threatened by or against the Group.
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17.

Intellectual property
Other than the Mining Right as described in Part I of this document, the Group is not dependent on
any patents, licences, industrial, financial or commercial contracts or new manufacturing processes
which have a material effect on the Group’s business or profitability.

18.

Premises
The Company does not own any premises.

19.

Significant change
Except for the execution of the Kareevlei Option Agreement and the Supplemental Agreement and
the inception of the Mining Agreement and the Equipment Agreement, there has been no significant
change in the financial or trading position of the Company since 31 March 2013, being the balance
sheet date to which the Company’s most recent published financial information is made up.

20.

Related Party Transactions
During the period from its incorporation to the date of this document, the Company has not entered
into any related party transactions.

21.

General
21.1	There have been no interruptions in the business of the Group, nor are there any significant
recent trends, which may have or have had in the 12 months preceding the publication of this
document a significant effect on the financial position of the Group or which are likely to have a
material effect on the prospects of the Group for the next 12 months.
21.2	Except as disclosed in paragraph 12.3 of this Part VI, there have been no significant authorised
or contracted capital commitments at the date of publication of this document.
21.3	The gross proceeds of the Placing receivable by the Company are expected to be approximately
£1.31 million. The total costs and expenses payable by the Company in connection with the
Placing and Admission (including professional fees, costs of printing and other fees payable and
sales commissions) are estimated to be approximately £350,000 excluding UK VAT.
21.4	Except as stated in this document and for the advisers named on page 3 of this document to
the extent disclosed elsewhere in this document and trade suppliers, no person has received,
directly or indirectly, from the Company within the 12 months preceding the date of this
document or has entered into any contractual arrangements to receive, directly or indirectly,
from the Company on or after Admission, fees totalling £10,000 or more or securities in the
Company with a value of £10,000 calculated by reference to the Placing Price or any other
benefit with a value of £10,000 or more at the date of Admission.
21.5	Other than pursuant to the Placing, the Ordinary Shares have not been sold, nor are they
available, in whole or in part, to the public in conjunction with the application for Admission.
21.6	Application will be made to the London Stock Exchange for the Enlarged Share Capital to be
admitted to trading on AIM. It is expected that Admission will become effective and dealings in
the Enlarged Share Capital will commence on AIM at 8.00 a.m. on 4 September 2013.
21.7	It is expected that definitive share certificates will be dispatched by hand or first class post by
11 September 2013. In respect of uncertificated shares it is expected that shareholders’ CREST
stock accounts will be credited on 4 September 2013.
21.8	The Ordinary Shares are in registered form. No temporary documents of title will be issued.
21.9	SP Angel Corporate Finance LLP has given and not withdrawn its written consent to the issue
of this document with the inclusion of its name and the references to it in the form and context
in which such references appear.
21.10	Z Star Mineral Resource Consultants (Pty) Ltd, has given and not withdrawn its written consent
to the issue of this document with the inclusion of its name and the references to it in the form
and context in which such references appear.
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21.11	Grant Thornton UK LLP, reporting accountant’s to the Company has given and not withdrawn
its written consent to the inclusion of its accountants’ report in Part IV.A of this document
and the references to such accountant’s report in the form and context in which they appear.
Grant Thornton UK LLP’s responsibility for its accountant’s report appearing in Part IV.A is as
set out in that accountant’s report. Grant Thornton UK LLP is a member firm of the Institute of
Chartered Accountants in England and Wales.
21.12	Where information contained in this document has been sourced from a third party this
information has been accurately reproduced. So far as the Company, the Directors and the
Proposed Director are aware and are able to ascertain from the information provided by that third
party, no facts have been omitted which would render the reproduced information inaccurate or
misleading.
21.13	The financial information relating to the Company contained in this document does not comprise
statutory accounts for the purposes of section 434(3) of the Act.
21.14	The accounting reference date of the Company is 31 December.
21.15	Except as disclosed in this document, as far as the Directors and the Proposed Director are
aware there are no known trends, uncertainties, demands, commitments or events that are
reasonably expected to have a material effect on the Group’s prospects for at least the current
financial year.
21.16	Except as disclosed in this document, since the date of incorporation of the Company, the
Company has had no significant or principal investments and there are no significant or principal
investments in progress and there are no significant or principal future investments on which the
Enlarged Board has made a firm commitment.
21.17	The Company has not declared a dividend for any of the financial years in the period covered by
the historical financial information set out in Part IV of this document.
21.18	The ISIN of the Existing Ordinary Shares is GB00B84H1764.
22.

Documents available for Inspection
Copies of this document for the Company are available free of charge from the offices of SP Angel
Corporate Finance LLP, Prince Frederick House, 35 - 39 Maddox Street, London, W1S 2PP, United
Kingdom during usual business hours on any weekday (Saturdays, Sundays and public holidays
excepted) and shall remain available for at least one month after Admission. A copy of the Admission
Document will also be available on the Company’s website: www.bluerockdiamonds.co.uk.

Dated: 19 August 2013
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NOTICE OF GENERAL MEETING
BLUEROCK DIAMONDS PLC
(incorporated and registered in England & Wales with registered number 08248437)
NOTICE IS HEREBY GIVEN that a general meeting of BlueRock Diamonds plc (the “Company”) will be
held at the offices of SP Angel Corporate Finance LLP at Prince Frederick House, 35-39 Maddox Street,
London W1S 2PP on 3 September 2013 at 9.00 a.m. for the following purposes:
To consider and, if thought fit, pass the following resolutions numbered 1 to 4 and 7 as ordinary resolutions
and resolutions 5 and 6 as special resolutions:
RESOLUTIONS
Capitalisation
1
THAT the directors be authorised to resolve to capitalise the sum of £126,614.4462 (the “Capitalised
Sum”) standing to the credit of the share premium account of the Company and to appropriate
the Capitalised Sum to the persons who would have been entitled to the Capitalised Sum if it were
distributed by way of dividend and in the same proportions to the holders of Ordinary Shares (the
“Persons Entitled”) on 3 September 2013 (the “Record Date”) and that the Capitalised Sum is to be
applied in paying up 1,266,144,462 new Ordinary Shares of 0.01p each of a nominal amount equal to
the Capitalised Sum which are to be allotted credited as fully paid to the Persons Entitled in the same
proportions as a dividend would have been distributed to them.
Consolidation
2
THAT, pro rata between the existing holders thereof the existing issued 1,278,933,800 Ordinary
Shares of 0.01p in the capital of the Company be consolidated into Ordinary Shares of 1p each, on
the basis of one new Ordinary Share of 1p for each 100 existing Ordinary Shares of 0.01p provided
that no Shareholder will be entitled to a fraction of a share and all fractional entitlements resulting from
the consolidation are to be aggregated into whole shares and such numbers of shares so arising are
to be sold by the Company and the net proceeds of sale retained by the Company.
Acquisition of Mining Right and Mining Equipment
3
THAT, in accordance with Rule 59 of the ISDX Growth Market Rules for Issuers subject to and
conditional upon, admission to trading on the AIM Market of the London Stock Exchange Plc (“AIM”)
of the issued and to be issued share capital of the Company comprising 31,525,041 Ordinary Shares
of 1p each (“Ordinary Shares”), the acquisition by the Company of the Mining Right and the Mining
Equipment on the exercise of the Kareevlei Option Agreement dated 23 April 2013 between Diamond
Resources Limited (“Diamond Resources”) (1) and the Company (2), pursuant to and conditional on
the terms of which:
3.1	the Mining Agreement is to be entered into between Diamond Resources (1) and Kareevlei Mining
(Pty) Limited (“Kareevlei Mining”) (2) for the sale by Diamond Resources of the Mining Right to
Kareevlei Mining for a consideration of R1,000,000, the completion of which is conditional upon
the required Ministerial Consent; and
3.2	the Equipment Agreement is to be entered into between Diamond Resources (1) and Kareevlei
Mining (2) for the sale by Diamond Resources of Mining Equipment to Kareevlei Mining for a
consideration of R3,000,000;
be and hereby is approved and the Directors be and are hereby authorised to carry out all acts as they
may consider necessary and/or desirable in connection therewith.
Authority to Allot Shares
4
THAT, subject to, and conditional upon, resolutions 1, 2 and 3 being passed, in addition to all existing
authorities granted to the directors of the Company (the “Directors”) in respect of the allotment of
shares in the Company or the granting of rights to subscribe for or to convert any security into
shares in the Company (“Rights”) but without prejudice to the proper exercise of such authorities,
the Directors be and are generally and unconditionally authorised in accordance with section 551 of
the Company Act 2006 (the “Act”) to exercise all the powers of the Company to allot shares in the
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Company or grant Rights up to a maximum nominal value of:
4.1	£187,357.03 in respect of up to 18,735,703 Ordinary Shares of 1p each in the Company to be
issued pursuant to the Placing (as defined in the Admission Document); and
4.2	£47,287.56 in respect of up to 4,728,756 Ordinary Shares of 1p in the Company, in connection
with the grant (on or prior to the date of Admission) of options to Directors of the Company; and
4.3

other shares in the Company and/or Rights up to an aggregate nominal amount of £47,287.56.

Such authority shall expire at the end of the next annual general meeting of the Company save that
the Company may, before such expiry, make an offer or agreement which would, or might, require
shares in the Company to be allotted or Rights to be granted after such expiry and the Directors
may allot shares in the Company or grant Rights in pursuance of such an offer or agreement as if the
authority conferred by this resolution had not expired.
Authority to disapply Pre-emption Rights
5
THAT, subject to, and conditional upon, resolutions 1, 2, 3 and 4 being passed, in addition to all
existing authorities granted to the Directors, the Directors be empowered, in accordance with section
570 of the Act, to allot equity securities (as defined in section 560 of the Act) for cash pursuant to the
authority conferred by resolution 4 as if section 561(1) of the Act did not apply to such allotment but
without prejudice to the prior exercise of such authorities, provided that this power shall be limited to
the allotment of:
5.1	equity securities to be issued pursuant to the Placing up to an aggregate nominal amount of
£187,357.03; and
5.2	equity securities to be issued in connection with the grant (on or prior to the date of Admission)
of options to Directors of the Company up to an aggregate nominal amount of £47,287.56; and
5.3

other equity securities up to an aggregate nominal amount of £47,287.56;

and shall expire at the end of the next annual general meeting of the Company, save that the Company
may, before such expiry, make an offer or agreement which would, or might, require equity securities
to be allotted after such expiry and the Directors may allot equity securities in pursuance of such an
offer or agreement as if the authority conferred by this resolution had not expired.
Adoption of Articles of Association
6
THAT the regulations in the form attached to this Resolution be and are hereby adopted as the
Articles of Association of the Company in substitution for and to the exclusion of all the existing
Articles of Association.
Appointment of Proposed Director
7
THAT, subject to, and conditional upon, resolutions 1, 2, 3, 4, 5 and 6 being passed, Mr Timothy
Grahame Leslie be appointed as a Director of the Company with effect from Admission.
Dated:

19 August 2013

By order of the Board
Paul Beck
Chairman
Registered office:

39 St James’s Street, London SW1A 1JD
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Notes:
1.

As a member of the Company you are entitled to appoint a proxy to exercise all or any of your rights to attend,
speak and vote at the Meeting. You can only appoint a proxy using the procedures set out in these notes and
the notes to the proxy form.

2.

A proxy does not need to be a member of the Company but must attend the Meeting to represent you. Details
of how to appoint the Chairman of the Meeting or another person as your proxy using the proxy form are set out
below and in the notes to the proxy form. If you wish your proxy to speak on your behalf at the Meeting you will
need to appoint your own choice of proxy (not the Chairman) and give your instructions directly to them.

3.

The notes to the proxy form explain how to direct your proxy how to vote on each resolution or withhold their
vote.
To be valid, a form of proxy and the power of attorney or other written authority, if any, under which it is signed, or
an office or notarially certified copy in accordance with the Powers of Attorney Act 1971 of such power or written
authority, must be delivered to Share Registrars Limited, Suite E, First Floor, 9 Lion & Lamb Yard, Farnham,
Surrey GU9 7LL no later than 9.00 a.m. on 30 August 2013 (or 48 hours before the time fixed for any adjourned
meeting or, in the case of a poll taken more than 48 hours after it was demanded, not less than 24 hours before
the time appointed for taking the poll at which the proxy is to attend, speak and vote provided that in calculating
such periods no account shall be taken of any part of a day that is not a working day and where the poll is not
taken forthwith but is taken not more than 48 hours after it was demanded, at the meeting at which the poll was
demanded).

4.

You may appoint more than one proxy provided each proxy is appointed to exercise rights attached to different
shares. You may not appoint more than one proxy to exercise rights attached to any one share. To appoint more
than one proxy complete and submit more than one proxy form and make it clear how many shares the proxy
has voting rights over. Failure to specify the number of shares each proxy appointment relates to or specifying
a number of shares in excess of those held by you on the record date will result in the proxy appointment being
invalid.

5.

A vote withheld is not a vote in law, which means that the vote will not be counted in the calculation of votes for
or against the resolution. If no voting indication is given, your proxy will vote or abstain from voting at his or her
discretion. Your proxy will vote (or abstain from voting) as he or she thinks fit in relation to any other matter which
is put before the Meeting.

6.

Use of the proxy form does not preclude you from attending the Meeting and voting in person. If you have
appointed a proxy and attend the Meeting in person, your proxy appointment will automatically be terminated.

7.

In order to revoke a proxy instruction you will need to inform the Company by sending a signed hard copy
notice clearly stating your intention to revoke your proxy appointment to the registrars of the Company, Share
Registrars Limited, Suite E, First Floor, 9 Lion & Lamb Yard, Farnham, Surrey GU9 7LL (in the case of a member
which is a company, the revocation notice must be executed in accordance with note 10 below).

8.

Any power of attorney or any other authority under which the revocation notice is signed (or a duly certified copy
of such power or authority) must be included with the revocation notice. The revocation notice must be received
by the registrars of the Company no later than 48 hours before the time fixed for the holding of the Meeting or
any adjourned meeting (or in the case of a poll before the time appointed for taking the poll) at which the proxy
is to attend, speak and vote.
If you attempt to revoke your proxy appointment but the revocation is received after the time specified then your
proxy appointment will remain valid.

8.

If you submit more than one valid proxy appointment, the appointment received last before the latest time for the
receipt of proxies will take precedence.

9.

In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the
appointment submitted by the most senior holder will be accepted. Seniority is determined by the order in which
the names of the joint holders appear in the Company’s register of members in respect of the joint holding (the
first-named being the most senior).

10.

In the case of a member which is a company, the form of proxy must be executed under its common seal or
under the hand of a duly authorised officer or attorney.

11.

Except as provided above, members who have general queries about the Meeting should call Share Registrars
Limited on +44 (0) 1252 821390 (no other methods of communication will be accepted).

12.

You may not use any electronic address provided either in this notice of general meeting or any related documents
(including the Chairman’s letter and proxy form) to communicate with the Company for any purposes other than
those expressly stated.
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