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ASX Announcement 
 

Date: 26 February 2016 ASX Code: COY 

NOTICE OF GENERAL MEETING AND INDEPENDENT EXPERT’S REPORT 

Further to the announcement dated 21 January 2016, Coppermoly Ltd (Coppermoly) advises that 
it will be holding a general meeting of shareholders to consider the issue of securities to Ever 
Leap Services Limited (ELS) (as set out in that announcement) at its registered office at 11am on 
Wednesday 30 March 2016. 

The notice of meeting, including an Independent Expert’s Report (IER) prepared by RSM Financial 
Services Australia Pty Ltd (RSM) in relation to the Conditional Placement to ELS, for the meeting 
is attached to this announcement and will be dispatched to Shareholders today. The Directors 
encourage all Shareholders to read the notice of meeting and the IER in full. 

As set out in detail in the IER, the Independent Expert has concluded that the proposed 
Conditional Placement is not fair but is reasonable to Coppermoly’s Non-Associated 
Shareholders, and has assessed the value of a Coppermoly Share prior to and immediately 
following the proposed Conditional Placement as set out below: 

 Low ($) High ($) Preferred ($) 

Fair Value per share prior to the Conditional 
Placement (on a controlling basis) 

$0.0246 $0.0251 $0.0248 

Fair Value per Share immediately after the 
Conditional Placement (on a non-controlling basis) 

$0.0129 $0.0136 $0.0132 

Fair Value per Share immediately after the 
Conditional Placement (on a non-controlling basis 
and assuming all Deferred and Attached Options 
held by ELS are exercised) 

$0.0094 $0.0099 $0.0097 

 
Commenting on the IER, Coppermoly Director Dr Wanfu Huang, said: 

“While the Independent Expert’s preferred valuation of $0.0132 per Share immediately after 
the Conditional Placement (on a non-controlling basis) and $0.0097 immediately after the 
Conditional Placement (on a non-controlling and fully diluted basis) is above the proposed 
issue price for the Conditional Placement and the Independent Expert has concluded that the 
Conditional Placement is not fair, we consider that this is in part a reflection of the current 
broader market sentiment for junior exploration companies – where the share price of many 
companies does not reflect their underlying asset values or prospects. 

This is also reflected in Coppermoly’s current share price, which is significantly below both 
the proposed issue price for the Conditional Placement and the Independent Expert’s 
preferred valuations.” 



 

The Directors of Coppermoly encourage all shareholders to vote in favour of the Conditional 
Placement at the upcoming EGM, in the absence of a superior proposal. 
 
Clarification of 21 January Announcement 

For the sake of completeness, Coppermoly notes that the ASX announcement dated 21 January 
2016 incorrectly stated that the Deferred Options forming part of the proposed Conditional 
Placement are exercisable at any time within 12 months from their date of issue. This was 
inaccurate because, as set out in the attached notice of meeting, the Deferred Options are 
exercisable at any time between 1 February 2017 and 31 January 2020. 
 
On behalf of the Board. 

 

Paul Schultz 
Company Secretary 
Coppermoly Ltd 
 
 
 
 
About Coppermoly 

About Coppermoly: Coppermoly’s mineral exploration activities are focused entirely on the island of New 
Britain in PNG where it holds five exploration licences. These licences cover copper, gold, silver, zinc, 
molybdenum and iron mineralisation. The five current tenements are Mt Nakru, Simuku (a newly 
consolidated licence combining old EL 1077 Simuku and EL 1445 Talelumas), Makmak, Powell and Wowonga. 
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Direct Line:  (03) 9286 8167 
Email:  glyn.yates@rsm.com.au 
 
24 February 2016 
 
The Directors 
Coppermoly Limited 
Level 1, 91 Upton Street 
Bundall QLD 4217 
 
 
Dear Directors 
 
INDEPENDENT EXPERT’S REPORT 

1. Introduction 

1.1 This Independent Expert’s Report (the “Report” or “IER”) has been prepared to accompany the Notice of General 
Meeting and Explanatory Statement (“NOM”) to shareholders for the General Meeting of Coppermoly Limited 
(“Coppermoly” or “the Company”) to be held in March 2016 at which shareholder approval will be sought for two 
resolutions relating to the issue of shares and options to Ever Leap Services Limited (“Ever Leap”). 

1.2 The resolutions relevant to the Proposed Transaction for shareholder approval are set out in the NOM and are 
listed below:  

Resolution 1: Ratification of Initial Placement 
  

To consider and, if thought fit, pass, the following resolution as an ordinary resolution: 
 
“That for the purposes of ASX Listing Rule 7.4, and for all other purposes, the prior issue of 57,750,000 Shares 
issued at an issue price of $0.004 per share to Ever Leap on 28 January 2016, and otherwise on the terms set 
out in the Explanatory Notes, be ratified”.  
 
Resolution 2: Approval of Conditional Placement 
 
To consider and, if thought fit, pass, the following resolution as an ordinary resolution: 
 
“That, for the purpose of item 7 of section 611 of the Corporations Act and for all other purposes, approval is 
given for Coppermoly to issue: 
(a) 317,250,000 Shares at an issue price of $0.004 (0.4 cents) per Share; 

(b) 250,000,000 Deferred Options at an issue price of $0.004 (0.4 cents) per Deferred Option (with no amount 
payable to exercise the Deferred Options); and 

(c) 83,333,333 Attached Options for no additional consideration but having an exercise price of $0.008 (0.8 
cents) per Attached Option. 

 
1.3 The Directors of Coppermoly have requested RSM Financial Services Pty Ltd (“RSM”), being independent and 

qualified for the purpose, to express an opinion as to whether Resolution 2 (“the Proposed Transaction”), is fair 
and reasonable to Coppermoly shareholders not associated with the Proposed Transaction (“the Non-Associated 
Shareholders” or “Shareholders”).  We have had regard to Regulatory Guide 111 Content of Expert Reports (“RG 
111”), in our assessment of the fairness and reasonableness of the Proposed Transaction.  

1.4 The ultimate decision whether to approve the Proposed Transaction should be based on each Shareholder’s 
assessment of their circumstances, including their risk profile, liquidity preference, tax position and expectations 
as to value and future market conditions.  If in doubt about the Proposed Transaction, or matters dealt with in this 
Report, Shareholders should seek independent professional advice. 
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2. Summary and Conclusion 

2.1 In our opinion, and for the reasons set out in Sections 8 and 9 of this Report, for the purposes of Section 611, 
Item 7 of the Corporations Act 2001, the Proposed Transaction is not fair but reasonable for the Non-
Associated Shareholders of Coppermoly. 

Fairness 

2.2 In assessing the fairness of the Proposed Transaction, we have valued a share in Coppermoly prior to and 
immediately after the Proposed Transaction as set out in the table below.  

 

Table 1 – Valuation Summary 

2.3 We have assessed the value of a share in Coppermoly on a controlling basis prior to the Proposed Transaction 
and then on a minority interest basis immediately after the Proposed Transaction to account for the expected 
dilution of Non-Associated Shareholders’ interest in Coppermoly.   

2.4 The above comparison is depicted graphically in the table below. 

 
Chart 1 – Valuation Summary 

2.5 In our opinion, as the Fair Value of a Coppermoly share immediately after the Proposed Transaction, is less than 
the Fair Value of a Coppermoly share prior to the Proposed Transaction, we consider the Proposed Transaction 
to be not fair to the Non-Associated Shareholders of Coppermoly.  

2.6 At the date of this Report, we have assessed the Fair Value of a Coppermoly share prior to the Proposed 
Transaction to be $0.0248 at the preferred value.  As the Deferred Options and Attached Options (exercisable at 
$Nil and $0.008 per option, respectively) are in the money as at the date of this Report, we have considered the 
impact of Ever Leap exercising all of its options held in the event the Proposed Transaction is approved, in our 
assessment of fairness as set out in Table 1 and Chart 1 above. 

2.7 Coppermoly currently has 42,548,940 existing unlisted options on issue, all exercisable at $0.03 per share with 
expiry dates ranging from 19 December 2016 to 3 December 2018.  As these options are all out of the money as 
at the date of this Report, and have no impact on our assessment of the fairness and reasonableness of the 
Proposed Transaction, we have excluded the options held by the Non-Associated Shareholders from our 
analysis.  However, we note that in the event these options become in the money prior to their expiry dates, the 
exercise of these options will have a dilutive impact on Coppermoly’s existing shareholders.  Notwithstanding 
dilution in existing shareholders’ interest, the cash position of the Company will be improved in the event these 
options are exercised.  

  

Low High Preferred
Valuation Summary $ $ $

Fair Value per share prior to the Proposed Transaction (on a controlling basis) $0.0246 $0.0251 $0.0248

Fair Value per share immediately after the Proposed Transaction (on a non-
controlling basis) $0.0129 $0.0136 $0.0132

Fair Value per share immediately after the Proposed Transaction (on a non-
controlling basis and assuming all Deferred and Attached Options held by Ever 
Leap are exercised) $0.0094 $0.0099 $0.0097

$0.000 $0.005 $0.010 $0.015 $0.020 $0.025 $0.030

Fair Value per share immediately after the Proposed Transaction (on a non-
controlling basis and assuming all Deferred and Attached Options held by Ever

Leap are exercised)

Fair Value per share immediately after the Proposed Transaction (on a non-
controlling basis)

Fair Value per share prior to the Proposed Transaction (on a controlling basis)
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Summary and Conclusion (Cont.) 

Fairness (Cont.)  

2.8 At the date of this Report, Coppermoly has 60,000,000 convertible notes on issue held by Jade Triumph 
International Limited (“Jade Triumph”), convertible at $0.02 per convertible note and maturing on 19 December 
2016.  At 31 December 2015, the fair value of convertible notes has been assessed at $1,043,995 plus accrued 
interest of $157,204, totalling $1,201,199.  As the conversion of the convertible notes has no impact on our 
assessment of the fairness and reasonableness of the Proposed Transaction, we have excluded the conversion 
of the convertible notes from our analysis.  However, we note that in the event that the convertible notes are 
converted to shares, shareholders not associated with Jade Triumph will be diluted by an additional 60,000,000 
shares issued to Jade Triumph in exchange for the conversion of the estimated liability, of $1.2 million at 31 
December 2015, to equity.  Notwithstanding the dilution to shareholders’ interests, the liquidity position of the 
Company will be significantly improved.  

Reasonableness 

2.9 RG 111 establishes that an offer is reasonable if it is fair.  It might also be reasonable if, despite not being fair, 
there are sufficient reasons for the security holders to accept the offer in the absence of any higher bid.  

2.10 In our assessment of whether the Proposed Transaction is reasonable, we have given consideration, in Section 9 
of the Report, to the future prospects of Coppermoly if the Proposed Transaction does not proceed, the 
advantages and disadvantages to the Non-Associated Shareholders as a consequence of the Proposed 
Transaction proceeding, and alternative offers and sources of funds.  

2.11 As at 31 December 2015, the Company disclosed a cash position of $104,000.  If the Proposed Transaction is 
not successful, Coppermoly will be required to pursue alternative investment proposals and raise funds in the 
short to medium term to fund ongoing operations. 

2.12 The Company has yet to generate operating revenue.  Coppermoly’s audited financial statements for the year 
ended 30 June 2015 included an emphasis of matter in the independent auditor’s report that stated that 
Coppermoly’s operations for the 2015 financial year indicated that the ability of the Company to continue as a 
going concern is dependent on the future successful raising of necessary funding through equity, successful 
exploration and subsequent exploitation of Coppermoly’s mining tenements, and/or sale of non-core assets. 

2.13 In the event that Coppermoly is unable to raise sufficient funds in the short to medium term, the Company may 
not be able to continue as a going concern.  

2.14 In our opinion, the key advantages of the Proposed Transaction are: 

 notwithstanding dilution in Non-Associated Shareholders’ interest in the event the Proposed Transaction is 
approved, the cash position of the Company will be significantly improved; and 

 the Directors of Coppermoly consider that, based on the Company’s current exploration plans, the Proposed 
Transaction is expected to provide sufficient funds for Coppermoly to progress its objectives without needing 
to raise additional capital for approximately 12 to 18 months from the date of this NOM. 

2.15 The key disadvantages of the Proposed Transaction are: 

 the Proposed Transaction is not fair; 

 dilution of Non-Associated Shareholders’ interests from 87.0% to 50.7% (immediately after the Proposed 
Transaction), and to 35.2% if all Deferred Options and Attached Options issued to Ever Leap are converted 
to fully paid ordinary shares in Coppermoly (eligible for conversion during the period 1 February 2017 to 31 
January 2020); and 

 the dilution of Non-Associated Shareholders' interests reduces the ability of existing Shareholders to 
influence the strategic direction of the Company, including acceptance or rejection of takeover or merger 
proposals.   

2.16 We have been advised that the Board of Directors have been actively seeking to raise funds over the previous 18 
months. The Board recently rejected a funding proposal received in early December 2015 on the basis that the 
funding proposal was inadequate and subject to a high level of uncertainty on the timing of the proposed funding.  

2.17 The Board has also had discussions with potential joint venture partners but consider that no superior proposal 
has been received at the date of this Report that would provide Coppermoly with the necessary funds to progress 
its proposed exploration activities. 

  
5 | Financial Services Guide and Independent Expert’s Report 
 



   
 
 
 

 

2. Summary and Conclusion (Cont.) 

Reasonableness (Cont.)  

2.18 We are not aware of any alternative proposals at this time that would offer the Non-Associated Shareholders a 
premium over the terms offered by the Proposed Transaction.  

2.19 We have also considered the Volume Weighted Average Share Price (“VWAP”) of Coppermoly’s share price and 
volumes traded in the period prior to, and after the announcement of the Proposed Transaction on 21 January 
2016 in our assessment of the market’s response to the announcement.  We note that the volume of shares 
traded was very low in the period prior to, and post the announcement of the Proposed Transaction.  

2.20 The VWAP of $0.004 from the date of the announcement of the Proposed Transaction to 17 February 2016, the 
last date shares were traded at the date of this Report, is 33.3% lower than the VWAP of $0.006 disclosed in the 
60 days prior to the Proposed Transaction.  Notwithstanding the low liquidity of Coppermoly’s shares, we note 
that the VWAP of Coppermoly’s shares after the announcement of the Proposed Transaction has decreased to 
$0.004, the price at which the Company is seeking to raise capital through the Proposed Transaction with Ever 
Leap.  

2.21 In the absence of any other relevant information and/or a superior offer, for the purposes of Section 611, Item 7 
of the Corporations Act 2001, we consider that the Proposed Transaction is reasonable for the Non-Associated 
Shareholders of Coppermoly.  

3. Summary of the Proposed Transaction 

Terms of the Proposed Transaction 

3.1 On 21 January 2016, Coppermoly announced that it had entered into a placement agreement with Ever Leap.  
Ever Leap is a purposely established project company and a wholly owned subsidiary of Shanxi Xierun 
Investment Limited (“Shanxi Xierun”).  Shanxi Xierun is a diversified private investment company, with interests 
in various civil engineering and infrastructure projects in China and Bauxite mines in the Shanxi region.  

3.2 The placement agreement comprises the following: 

 an upfront placement of 57,750,000 new fully paid ordinary shares in Coppermoly at an issue price of 
$0.004 per share to raise $231,000 (“Initial Placement”).  The Initial Placement was completed on 28 
January 2015; 

 the Proposed Transaction (or the Conditional Placement), comprising a proposed issue of 317,250,000 new 
fully paid ordinary shares at an issue price of $0.004 per share, together with 250,000,000 Deferred Options 
and 83,333,333 Attached Options, to raise $2,269,000 and up to approximately $2,936,000 in the event that 
all Attached Options are exercised; 

 the Deferred Options will be issued at $0.004 per Deferred Option (with no amount payable to exercise the 
Deferred Options), and are exercisable at any time between 1 February 2017 and 31 January 2020; 

 the Attached Options will be issued based on a ratio of 1 for every 3 Deferred Options, comprising a total of 
8,333,333 Attached Options, to be issued at no additional consideration but with an exercise price of $0.008 
per share and also exercisable at any time between 1 February 2017 and 31 January 2020; 

 the Deferred Options and the Attached Options: 

(i) will become immediately exercisable in the event a takeover bid is made for the shares in Coppermoly 
or a Court approving the convening of a scheme of arrangement between Coppermoly and its 
Shareholders; 

(ii) will not be quoted on the ASX and will not be transferable or assigned unless Coppermoly agrees in 
writing (where agreement may be given or withheld at the absolute discretion of the Company); and 

(iii) do not provide any right to participate in any new issue of securities or other entitlements offered to 
Shareholders; 

 for a period of 12 months following the completion of the Proposed Transaction (“Standstill Period”), Ever 
Leap and its related bodies corporate must not undertake certain actions without the Company’s prior 
written consent, including: 

(i) acquiring or offering to acquire, any shares or right or option to acquire shares or other securities in 
Coppermoly; and 
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3. Summary of the Proposed Transaction (Cont.) 

Terms of the Proposed Transaction (Cont.) 

(ii) soliciting proxies from Shareholders or otherwise seeking to influence the composition of the Board of 
Directors or control the Management of the Company; and 

 in the event the Proposed Transaction is approved, Ever Leap will be entitled to nominate Mr Yu Chao, or a 
representative of Mr Yu Chao, to be a Director of Coppermoly.  Shanxi Xierun is controlled by interests 
associated with Mr Yu Chao. 

Effect of the Proposed Transaction on the capital structure of the Company 

3.3 The table below summarises the capital structure of the Company prior to, and immediately following the 
Proposed Transaction. 

 
Table 2 – Coppermoly share structure prior to and immediately after the Proposed Transaction 

3.4 As set out in the table above, prior to the Proposed Transaction, the Company has 443,234,473 fully paid 
ordinary shares on issue, of which Ever Leap holds a 13.0% interest (57,750,000 shares) as a result of the Initial 
Placement completed on 28 January 2016, to raise $231,000 (before costs).  

3.5 Prior to the Proposed Transaction, Coppermoly has 42,548,940 unlisted options on issue on the following terms: 

 19,999,999 options exercisable at $0.03 per option, expiring 19 December 2016; 

 21,963,933 options exercisable at $0.03 per option, expiring 25 March 2017; and 

 585,008 options exercisable at $0.03 per option, expiring 3 December 2018. 

3.6 Prior to the Proposed Transaction, Coppermoly has 60,000,000 convertible notes on issue, convertible at $0.02 
per convertible note and maturing 19 December 2016.  Each convertible note is convertible into one new fully 
paid ordinary share in Coppermoly and accrues interest at a rate of 7% per annum.  The 60,000,000 convertible 
notes on issue and the 19,999,999 unlisted options, also expiring 19 December 2016, are held by Jade Triumph 
International Limited, a significant shareholder of the Company (refer Table 5).  The Company’s audited financial 
statements disclosed an effective interest rate of 15% on the convertible notes.  At 31 December 2015, the 
convertible notes face value of $1,200,000 has been adjusted for the fair value of convertible notes utilising an 
effective interest rate of 15% and the cost of the convertible notes issue plus interest accrued, resulting in an 
assessed fair value of $1,043,995 plus accrued interest of $157,204, totalling $1,201,199 at 31 December 2015.   

Number of
Number of Number of convertible

shares % options % notes %

Prior to the Proposed Transaction
Shares held by Ever Leap 57,750,000 13.0% - 0.0% - 0.0%
Total shares, options and convertible notes on issue held by 
Non-Associated Shareholders 385,484,473 87.0% 42,548,940 100.0% 60,000,000 100.0%
Total shares, options and convertible notes on issue 
prior to the Proposed Transaction 443,234,473 100.00% 42,548,940 100.00% 60,000,000 100.00%

Immediately after the Proposed Transaction
Shares, Deferred Options and Attached Options held by Ever 
Leap immediately after the Proposed Transaction 375,000,000 49.3% 333,333,333 88.7% - 0.0%
Total shares, options and convertible notes on issue held by 
Non-Associated Shareholders 385,484,473 50.7% 42,548,940 11.3% 60,000,000 100.0%
Total shares, options and convertible notes on issue 
immediately after the Proposed Transaction 760,484,473 100.00% 375,882,273 100.00% 60,000,000 100.00%

Immediately after the Proposed Transaction (Diluted)
Shares held by Everleap if all Deferred Options and Attached 
Options are exercised 708,333,333 64.8% - 0.0% - 0.0%
Total shares, options and convertible notes on issue held by 
Non-Associated Shareholders 385,484,473 35.2% 42,548,940 100.0% 60,000,000 100.0%
Total shares, options and convertible notes on issue 
immediately after the Proposed Transaction (diluted) 1,093,817,806 100.00% 42,548,940 100.00% 60,000,000 100.00%
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3. Summary of the Proposed Transaction (Cont.) 

Effect of the Proposed Transaction on the capital structure of the Company (Cont.) 

3.7 If the Proposed Transaction is approved, Ever Leap will hold a total of 375,000,000 fully paid ordinary shares in 
the Company, together with 333,333,333 unlisted options, comprising 250,000,000 Deferred Options and 
8,333,333 Attached Options, exercisable at $Nil and $0.008 per option, respectively. 

3.8 The approval of the Proposed Transaction will result in the dilution of Non-Associated Shareholders’ interest in 
Coppermoly from 87.0% to 50.7% (immediately after the Proposed Transaction). 

3.9 In the event that Ever Leap exercises all the Deferred Options and Attached Options, Non-Associated 
Shareholders’ interest in the Company will be further diluted from 50.7% to 35.2%. 

3.10 At the date of this Report, we have assessed the Fair Value of a Coppermoly share prior to the Proposed 
Transaction to be $0.0248 at the preferred value.  As the Deferred Options and Attached Options are in the 
money as at the date of this Report, we have considered the impact of Ever Leap exercising all of its options held 
in the event the Proposed Transaction is approved, in our assessment of fairness. 

3.11 As the other 42,548,940 unlisted options currently on issue are out of the money as at the date of this Report, 
and have no impact on our assessment of the fairness and reasonableness of the Proposed Transaction, we 
have, therefore, excluded the options held by the Non-Associated Shareholders from our analysis.  

3.12 As the conversion of the convertible notes has no impact on our assessment of the fairness and reasonableness 
of the Proposed Transaction, we have excluded the conversion of the convertible notes from our analysis.  
However, we note that in the event that the convertible notes are converted to shares, shareholders not 
associated with Jade Triumph will be diluted by an additional 60,000,000 shares issued to Jade Triumph in 
exchange for the conversion of the estimated liability, of $1.2 million at 31 December 2015, to equity.  
Notwithstanding the dilution to shareholders’ interests, the liquidity position of the Company will be significantly 
improved.  

4.  Purpose of this Report 

Corporations Act 

4.1 Section 606(1) of the Corporations Act provides that, subject to limited specified exemptions, a person must not 
acquire a “relevant interest” in issued voting shares in a public company, if as a result of the acquisition, any 
person’s voting power in the company would increase from 20% or below to more than 20%, or, from a starting 
point that is above 20% and below 90%.  In broad terms, a person has a “relevant interest” if that person holds 
shares or has the power to control the right to vote or dispose of shares.  A person’s voting power in a company 
is the number of voting shares in which the person (and its associates) holds, compared with the total number of 
voting shares in the company. 

4.2 Completion of the Proposed Transaction will result in Ever Leap increasing its relevant interest in the Company 
to up to 64.8% in the event that all the Deferred Options and Attached Options are converted to fully paid 
ordinary shares in Coppermoly. 

4.3 Therefore the Company will be in breach of Section 606(1) of the Act in the absence of an applicable exemption. 

4.4 Section 611, Item 7 of the Corporations Act provides an exemption to the rule noted in paragraph 4.1 above. 
Section 611, Item 7 allows a party (and its affiliates) to acquire a relevant interest in shares that would otherwise 
be prohibited under Section 606(1) of the Act if the proposed acquisition is approved in advance by a resolution 
passed at a general meeting of the Company; and: 

1. no votes are cast in favour of the resolution by the proposed acquirers or respective associates; and 

2. there was full disclosure of all information that was known to the persons proposed to make the acquisition or 
their associates or known to the Company that was material to a decision on how to vote on the resolution. 

4.5 Section 611 states that shareholders must be given all information that is material to the decision on how to vote 
at the meeting.  RG 111 advises the commissioning of an IER in such circumstances and provides guidance on 
the content. 
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4. Purpose of this Report (Cont.) 

Basis of Evaluation 

4.6 In determining whether the Proposed Transaction is “fair and reasonable” we have given regard to the views 
expressed by ASIC in RG 111. 

4.7 RG 111 provides ASIC’s views on how an expert can help security holders make informed decisions about 
transactions.  Specifically it gives guidance to experts on how to evaluate whether or not a proposed transaction 
is fair and reasonable. 

4.8 RG 111 states that the expert report should focus on: 

 the issues facing the security holders for whom the report is being prepared; and 

 the substance of the transaction rather than the legal mechanism used to achieve it. 

4.9 Where an issue of shares by a company otherwise prohibited under section 606 is approved under item 7 of 
section 611 and the effect on the company’s shareholding is comparable to a takeover bid, RG 111 states that 
the transaction should be analysed as if it was a takeover bid. 

4.10 RG 111 applies the “fair and reasonable” test as two distinct criteria in the circumstance of a takeover bid, 
stating: 

 a takeover offer is considered “fair” if the value of the offer price or consideration is equal to or greater than 
the value of the securities that are the subject of the offer; and 

 a takeover offer is considered “reasonable” if it is fair or, where the offer is “not fair”, it may still be 
“reasonable” if the expert believes that there are sufficient reasons for security holders to accept the offer.

4.11 Consistent with the guidelines in RG 111, in determining whether the Proposed Transaction is “fair and 
reasonable” to the Non-Associated Shareholders, the analysis undertaken is as follows:  

 a comparison of the fair value of an ordinary share in Coppermoly prior to and immediately following the 
Proposed Transaction, being the ‘consideration’ for Non-Associated Shareholders in the assessment of 
fairness; and 

 a review of other significant factors which Non-Associated Shareholders might consider prior to approving 
the Proposed Transaction in the assessment of reasonableness. 

4.12 In particular, we have considered the advantages and disadvantages of the Proposed Transaction in the event 
that the Proposed Transaction proceeds or does not proceed including: 

 the future prospects of the Company if the Proposed Transaction does not proceed; and 

 any other commercial advantages and disadvantages to the Non-Associated Shareholders as a 
consequence of the Proposed Transaction proceeding. 

4.13 Our assessment of the Proposed Transaction is based on economic, market and other conditions prevailing at 
the date of this Report. 
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5. Profile of Coppermoly 

5.1 Coppermoly is an ASX-listed exploration company focused on exploring and developing deposits prospective for 
copper, gold and molybdenum on New Britain Island in Papua New Guinea. 

5.2 Coppermoly has one wholly owned subsidiary, Copper Quest PNG Limited. 

5.3 The current Directors of the Company are set out below: 

 Mr Kevin Grice (Non-Executive Director); 

 Dr Wanfu Huang (Non-Executive Director); and 

 Mr Jincheng Yao (Non-Executive Director). 

5.4 Coppermoly’s current mineral tenements comprise the following: 

 EL 1043 (Mt Nakru Project);  

 EL 2379 (Simuku Project); 

 EL 2014 (Makmak Project); 

 EL 1782 (Powell Project); and 

 EL 2272 (Wowonga Project). 

5.5 EL 1445 Talelumas and EL 1077 Simuku were consolidated to form EL 2379 Simuku in September 2015.  

5.6 The exploration licences (“EL”) are legally held by Copper Quest PNG Limited. 

5.7 EL 1043 Mt Nakru and EL 2379 Simuku are known collectively as the West New Britain Projects (“WNB 
Projects”). The WNB Projects were previously subject to a farm-in agreement with Barrick PNG Exploration Ltd 
(“Barrick”). The agreement resulted in Barrick earning a 72% interest in the WNB Projects.  

5.8 In late June 2013, Coppermoly entered into an agreement to re-acquire Barrick’s 72% interest in the WNB 
Projects in three stages.  As a result of various amendments to this agreement with Barrick as set out in further 
detail below, Barrick currently holds a nominal 28% interest in the WNB Projects.  Coppermoly has a binding 
agreement to acquire the 28% interest via the payment of a further $4.5 million to Barrick within 6 months after 
the commencement of commercial production at the WNB Projects.  Barrick also currently holds 73,201,447 
ordinary shares in the Company through its nominee, Barrick (PD) Australia Limited, of which 65,891,800 shares 
are escrowed until 18 December 2017, and 21,963,933 unlisted options in the Company, exercisable at $0.03 
and expiring on 25 March 2017. 

5.9 The Company has 100% ownership over the remaining exploration licences. 
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5. Profile of Coppermoly (Cont.) 

Financial Performance  

5.10 The table below sets out the financial performance of Coppermoly for the half-year ended 31 December 2015, 
and the years ended 30 June 2015 and 30 June 2014.  

 
Table 3 – Coppermoly Financial Performance 

5.11 As the Company remains in the exploration phase of its mining projects, revenue generated by Coppermoly in 
the two years and six months ended 31 December 2015 primarily comprised interest income. 

5.12 The Company disclosed losses after tax of $397,000, $799,000 and $787,000 for the half-year ended 31 
December 2015, and the years ended 30 June 2015 and 30 June 2014, respectively. 

5.13 Coppermoly disclosed total comprehensive income of $41,000 for the year ended 30 June 2015 compared to 
total comprehensive losses of $1.7 million for the year ended 30 June 2014 due to large fluctuations in foreign 
exchange translations as a result of its operations in Papua New Guinea.  The Company disclosed total 
comprehensive losses of $329,000 for the half-year ended 31 December 2015.  

  

Half-year ended Year ended Year ended
Coppermoly Limited 31-Dec-15 30-Jun-15 30-Jun-14
Consolidated statement of profit or loss and other Unaudited Audited Audited
comprehensive income Ref $ $ $

Revenue 5.11 1,715 6,609 9,382
Depreciation (9,324) (28,612) (36,689)
Employee benefits expense (156,799) (439,067) (443,347)
Insurances (25,910) (43,454) (37,421)
Corporate compliance and shareholder relations (50,446) (142,868) (161,757)
Office rental, communication and consumables (18,590) (45,054) (62,870)
Net changes in fair value of financial liabilities at fair value 
through profit or loss - - (24,000)
Finance costs (84,356) (90,807) (906)
Other expenses (53,562) (15,707) (29,729)
Loss before income tax (397,272) (798,960) (787,337)
Income tax benefit/(expense) - - -
Net loss for the period/year 5.12 (397,272) (798,960) (787,337)

Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations 67,907 840,445 (898,962)
Income tax on items of other comprehensive income - - -

Other comprehensive income/(loss) for the period/year, 
net of tax 67,907 840,445 (898,962)

Total comprehensive income/(loss) for the period/year 5.13 (329,365) 41,485 (1,686,299)
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5. Profile of Coppermoly (Cont.) 

Financial Position  

5.14 The table below sets out the financial position of Coppermoly as at 31 December 2015, 30 June 2015 and 30 
June 2014. 

 
 Table 4 – Coppermoly Financial Position 

5.15 Coppermoly disclosed net assets of $10.6 million at 31 December 2015, compared to net assets of $10.9 million 
and $9.5 million as at 30 June 2015 and 30 June 2014, respectively.  

5.16 At 31 December 2015, Coppermoly disclosed total current assets of $162,000, comprising trade and other 
receivables of $58,000 and cash and cash equivalents of $104,000. 

5.17 At 31 December 2015, the Company disclosed total non-current assets of $11.92 million, comprising capitalised 
mineral exploration and evaluation assets of $11.88 million, plant and equipment of $23,000 and other non-
current assets (primarily comprising tenement and security deposits) of $25,000. 

5.18 The Company disclosed total liabilities of $1.53 million at 31 December 2015, primarily comprising current 
liabilities of $1.51 million.  Total current liabilities comprised convertible note liabilities assessed at fair value of 
$1.2 million (refer paragraphs 3.6 and 5.39 for further detail) and trade and other payables, other borrowings and 
current employee provisions of $261,000, $40,000 and $12,000, respectively. 

  

As at As at As at
31-Dec-15 30-Jun-15 30-Jun-14

Coppermoly Limited Reviewed Audited Audited
Consolidated statement of financial position Ref $ $ $

Current assets
Cash and cash equivalents 103,959 488,351 90,522
Trade and other receivables 57,904 20,569 18,526

Total current assets 5.16 161,863 508,920 109,048

Non-current assets
Other non-current assets 24,510 25,288 22,912
Plant and equipment 22,878 81,362 107,738
Mineral exploration and evaluation assets 11,876,419 11,621,139 9,612,723
Total non-current assets 5.17 11,923,807 11,727,789 9,743,373

Total assets 12,085,670 12,236,709 9,852,421

Current liabilities
Trade and other payables 260,528 237,869 285,819
Convertible notes 5.18, 5.19 1,201,199 - -
Other borrowings 5.18 40,107
Provisions 12,367 11,208 5,437

Total current liabilities 1,514,201 249,077 291,256

Non-current liabilities
Borrowings 5.19 - 1,118,369 -
Provisions 5.20 12,601 11,450 37,350
Total non-current liabilities 12,601 1,129,819 37,350

Total liabilities 5.18 1,526,802 1,378,896 328,606
NET ASSETS 5.15 10,558,868 10,857,813 9,523,815

EQUITY
Contributed equity 15,953,258 15,922,838 14,772,591
Reserves 3,406,542 3,338,635 2,355,924
Accumulated losses (8,800,932) (8,403,660) (7,604,700)

TOTAL EQUITY 5.15 10,558,868 10,857,813 9,523,815
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5. Profile of Coppermoly (Cont.) 

Financial Position (Cont.) 

5.19 The convertible notes have been reclassified as current liabilities at 31 December 2015 from non-current 
borrowings at 30 June 2015 as the convertible notes will mature on 19 December 2016.   

5.20 Non-current provisions of $13,000 disclosed at 31 December 2015 comprise employee long service leave 
provisions. 

Capital Structure 

5.21 As at the date of this Report, Coppermoly has 443,234,473 ordinary shares on issue, of which 82.3% were held 
by the top 20 shareholders. The top 20 shareholders in Coppermoly as at the 31 January 2016 are set out in the 
table below. 

  
 Table 5 – Coppermoly Shareholder Summary 

5.22 As set out in paragraph 3.5, Coppermoly currently has the following options on issue:  

 19,999,999 options with an exercise price of $0.03, expiring on 19 December 2016; 

 21,963,933 options with an exercise price of $0.03, expiring on 25 March 2017; and 

 585,008 options with an exercise price of $0.03, expiring on 3 December 2018.  

5.23 As the above options are out of the money as at the date of this Report, and have no impact on our assessment 
of the fairness and reasonableness of the Proposed Transaction, we have excluded these options from our 
analysis. 

5.24 As set out in paragraphs 3.6, 5.18 and 5.39, the Company has 60,000,000 convertible notes on issue held by 
Jade Triumph, maturing on 19 December 2016.  

  

Number of
Shareholder shares %

Barrick (PD) Australia Limited 73,201,447 16.5%
Ever Leap Services Limited 57,750,000 13.0%
Jelsh Holdings Pty Ltd 56,501,133 12.7%
Mr Ma Piwu 52,737,609 11.9%
Jade Triumph International Ltd 30,000,000 6.8%
HSBC Custody Nominees (Australia) Limited 13,053,529 2.9%
National Nominees Limited 11,749,117 2.7%
Mr Hao Ma 10,830,790 2.4%
Mr Peter Johannes Poort 10,000,000 2.3%
Mr Joseph Tullio 7,416,296 1.7%
Mr Ben Michael Faulkner 5,929,810 1.3%
Mr Hardip Singh 5,700,000 1.3%
Mr Christopher Ian Wallin and Ms Fiona Kay Wallin 5,500,000 1.2%
Holicarl Pty Ltd 4,545,454 1.0%
Merrill Lynch (Australia) Nominees Pty Limited 4,427,646 1.0%
Mr David Lawson 3,606,936 0.8%
Mr David Thomas White 3,421,917 0.8%
Mr Gopal Krishna Bose & Mrs Sharmila Bose 3,000,000 0.7%
Mr John Douglas Benseman 3,000,000 0.7%
Rylet Pty Ltd 2,483,674 0.6%

364,855,358 82.3%
Other shareholders 78,379,115 17.7%

Total 443,234,473 100.0%
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5. Profile of Coppermoly (Cont.) 

Share Price and Performance 

5.25 The daily closing share price and traded volumes of Coppermoly shares on the ASX from 1 January 2014 to 17 
February 2016 are set out in the chart below. 

Chart 2 – Coppermoly Daily Closing Share Price and Traded Volumes  
(Source: Capital IQ, ASX announcements and RSM analysis) 

5.26 On 20 January 2014, the Company announced that exceptionally high grade copper assays from rock chip and 
float samples were collected over the Nakru-02 prospect on the Company’s Nakru exploration licence (EL 1043). 

5.27 On 4 February 2014, Coppermoly announced that the two convertible notes held by Aviva Corporation Limited 
and Mitchell River Group were repaid prior to their maturity on 21 January 2014. 

5.28 On 5 March 2014, the Company announced that it had commenced drilling at the Nakru-02 copper prospect. 

5.29 On 15 April 2014, Coppermoly announced that it had completed the placement of 12,925,000 fully paid ordinary 
shares at an issue price of $0.02 per share to various sophisticated and professional investors, raising 
approximately $259,000 (before costs) to undertake additional exploration and fund working capital 
requirements. In addition, participants in the placement received one unquoted option to acquire one share for 
every three shares received in accordance with the placement. The options were exercisable at any time prior to 
1 July 2015 at an exercise price of $0.05. 

5.30 On 15 May 2014, Coppermoly announced high grade copper assay results from two reconnaissance drill holes 
completed at its Nakru-2 prospect. 

5.31 On 23 May 2014, the Company announced that 10,119,078 shares were taken up by eligible shareholders in the 
non-renounceable rights issue at $0.02 per share, raising approximately $202,000. In addition, participating 
shareholders received one option for every three new shares issued for no additional consideration. The 
3,373,008 options issued were exercisable at any time prior to 1 July 2015 at an exercise price of $0.05. 

5.32 Funds raised under the placement and rights issue described in paragraphs 5.29 and 5.31 were used to 
undertake additional exploration activity, upgrade plant and equipment and fund other working capital 
requirements. 
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5. Profile of Coppermoly (Cont.) 

Share Price and Performance (Cont.) 

5.33 On 23 June 2014, the Company announced that it had reached an agreement with Barrick to amend the terms of 
its agreement for the acquisition of Barrick’s interests in the WNB Projects (“Reacquisition Agreement”). Under 
the terms of the amended Reacquisition Agreement, the Company could elect to satisfy the second payment (for 
an additional 21% interest in the WNB Projects), due to Barrick of $1,331,836 in whole or in part by issuing fully 
paid ordinary shares in Coppermoly to Barrick or its nominee (the first payment of $680,000 to acquire a 23% 
interest in the WNB Projects was paid in October 2013).   

5.34 On 16 July 2014, Coppermoly announced that it entered into a bridging loan for the sum of $500,000 with its 
major shareholder, Jelsh Holdings Pty Ltd (“Jelsh”). The loan was provided on an unsecured basis and provided 
the Company with additional interim financing to be used for general working capital purposes. It was repayable 
by Coppermoly on or before 16 December 2014 at an interest rate of 6.5% per annum. 

5.35 In connection with the announcement on 23 June 2014, the Company announced, on 5 August 2014, that it 
elected to partly satisfy part of the second payment due to Barrick by issuing 1,000,000 fully paid ordinary shares 
in Coppermoly at $0.014 per share, for a deemed value of $14,000. The remaining portion of the second 
payment totalling $1,317,836, was deferred until 30 November 2014.  On 15 August 2014, the Company 
announced that the issue of 1,000,000 shares at $0.014 per share had been issued to a nominee of Barrick, 
AurionGold Limited and it had therefore, acquired an additional 21% interest from Barrick after the issue of the 
shares, taking Coppermoly to a 72% interest in EL 1043 Mt Nakru, EL 1077 Simuku and EL 1445 Talelumas. 

5.36 On 14 October 2014, the Company announced further amendments to the Reacquisition Agreement described in 
paragraphs 5.33 and 5.35. The new agreement was conditional on the Company raising at least $1.5 million 
through the issue of equity securities and repaying the unsecured loan received from Jelsh in July 2014. The key 
amendments to the Reacquisition Agreement were as follows: 

 the share issue price for the deferred amount of $1,317,836 in paragraph 5.35 is to be the same as the 
share issue price for the second tranche of the $1.5 million capital raising; 

 the shares issued to Barrick or its nominee will be subject to an escrow period of 36 months from 5 
December 2014; 

 in the event that the Company does not satisfy the deferred amount in full by 5 December 2014, it may grant 
Barrick an irrevocable option to call for the issue of shares equal to the value of the remaining deferred 
amount; and 

 the final payment under the Reacquisition Agreement is deferred until 6 months after the commencement of 
commercial production at the WNB Projects. As a concession to Barrick for allowing this extension, the final 
payment amount increased from $3.0 million to $4.5 million. 

5.37 Following the announcement on 14 October 2014, Coppermoly announced on 1 December 2014 that further 
amendments were made to the Reacquisition Agreement: 

 the timeframe for raising additional funds and repayment of the bridging loan from Jelsh was extended to 31 
December 2014; 

 the timeframe for the issue of shares to Barrick or its nominee in satisfaction of the deferred amount 
described in paragraph 5.36 is extended to 9 January 2015; and 

 the amount of funds required to be raised by Coppermoly is reduced from $1.5 million to $1.2 million. 

5.38 On 1 December 2014, Coppermoly announced that the term of the binding loan described in paragraph 5.34 had 
been extended until 9 January 2015. The extension did not result in Coppermoly incurring any additional fees or 
penalties. 

5.39 On 12 December 2014, the Company announced that it entered into an agreement to raise up to $1.5 million with 
a new investor, Jade Triumph. The key features of the agreement were as follows: 

 an upfront placement of 30,000,000 new fully paid ordinary shares in Coppermoly at an issue price of $0.01 
per share to raise $300,000; 

 the issue of 60,000,000 convertible notes at an issue price of $0.02 to raise a total of $1.2 million in two 
separate tranches;  
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5. Profile of Coppermoly (Cont.) 

Share Price and Performance (Cont.) 

 the issue of 19,999,999 unlisted options to acquire shares at an exercise price of $0.03 (the issue of 
7,083,333 being subject to first obtaining shareholder approval), and subject to Jade Triumph only being 
entitled to exercise one option for every three convertible notes that it elects to convert to shares; and 

 Jade Triumph may nominate one individual for appointment to the Coppermoly board of directors following 
receipt of funds for the initial tranche of convertible notes. 

5.40 On 19 December 2014, the Company announced that it had issued 65,891,800 fully paid ordinary shares in 
Coppermoly at an issue price of $0.02 per share and deemed value of $1,317,836 to the nominee of Barrick, 
AurionGold Limited, in full satisfaction of the second payment due under the Reacquisition Agreement between 
the Company and Barrick.  These 65,891,800 shares have since been transferred to Barrick (PD) Australia 
Limited. 

5.41 On 19 December 2014, it was further announced that Barrick agreed to waive the condition requiring a 
successful raising of a minimum of $1.2 million as described in paragraph 5.37. In return, the Company agreed to 
issue 21,963,933 unlisted options with an exercise price of $0.03 to acquire fully paid ordinary shares in 
Coppermoly to Barrick or its nominee, subject to obtaining shareholder approval. Should shareholder approval 
not be granted for the issue of options, the Company is required to make a cash payment to Barrick of $44,000.  

5.42 On 19 December 2014, the Company announced that it repaid in full the loan advanced in July 2014 by Jelsh. 
The total repayment amount was $514,000, including accrued interest. 

5.43 In accordance with the agreement described in paragraph 5.39, the Company announced on 19 December 2014 
that it issued 38,750,000 convertible notes to Jade Triumph at an issue price of $0.02. Each convertible note is 
convertible into one new fully paid ordinary share in Coppermoly within 24 months of issue, accruing interest at a 
rate of 7% per annum. As agreed, the Company also issued 12,916,666 unlisted options to Jade Triumph. 

5.44 In accordance with the agreement set out in paragraph 5.39, the Company announced on 26 March 2015 that it 
issued a further 21,250,000 convertible notes to Jade Triumph at an issue price of $0.02. Each convertible note 
is convertible into one new fully paid ordinary share in Coppermoly up to 19 December 2016, accruing interest at 
a rate of 7% per annum.  The Company also issued 7,083,333 unlisted options to Jade Triumph in accordance 
with shareholder approval obtained on 5 March 2015. 

5.45 Further to the announcement in paragraph 5.41, the Company announced on 26 March 2015 that it issued 
21,963,933 unlisted options to Barrick (PD) Australia Limited, a nominee company of Barrick. Each option is 
exercisable at $0.003 per share in Coppermoly at any time prior to 25 March 2017.  

5.46 On 30 April 2015 and 5 June 2015, the Company announced further high grade copper in assays from rock float 
samples collected at the Nakru 2 Northwest and Nakru 4 prospects on EL 1043 Mt Nakru. 

5.47 On 31 July 2015, the Company announced that it received notification of the renewal of the Mt Nakru and 
Makmak exploration licences during the quarter ended 30 June 2015.  

5.48 On 18 September 2015, Coppermoly announced that it was granted EL 2379 for a two year term commencing on 
11 September 2015. EL 2379 is a consolidation of the existing Simuku and Talelumas exploration licences. 

5.49 On 7 December 2015, the Company announced it had issued 1,755,024 fully paid ordinary shares in Coppermoly 
at $0.02 per share and 585,008 unlisted options at $0.03 per option and expiring 3 December 2018, to Mr 
Michael Howard (a former Director) in lieu of unpaid accrued Director’s fees. 

5.50 On 21 January 2016, the Proposed Transaction was announced.  

5.51 In the 12 months prior to the announcement of the Proposed Transaction, Coppermoly’s shares have traded 
between a high of $0.009 on 21 and 22 January 2015, and a low of $0.003 on 16 and 24 March 2015.  
Notwithstanding the low liquidity of Coppermoly’s traded shares, the Company’s share price has remained stable 
at circa $0.006 since October 2015.  

5.52 Prior the announcement of the Proposed Transaction, shares had previously been traded on 4 and 19 January 
2016, and for three days in December 2015, at $0.006 per share.  After the announcement of the Proposed 
Transaction, shares were traded on 22 January 2016 at $0.005 per share, and at $0.006 per share on 29 
January and 4 February 2016, and again traded at $0.005 per share on 10 and 15 February 2016.  Thereafter, 
shares traded at a low of $0.003 and $0.002 on 16 and 17 February, respectively.  
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6. Valuation Methodologies  

6.1 In assessing the value of Coppermoly prior to and immediately following the Proposed Transaction, we have 
considered a range of valuation methodologies.  RG 111 proposes that it is generally appropriate for an expert to 
consider using the following methodologies: 

 the discounted cash flow (“DCF”) method and the estimated realisable value of any surplus assets; 

 the application of earnings multiples to the estimated future maintainable earnings or cash flows added to 
the estimated realisable value of any surplus assets; 

 the amount which would be available for distribution on an orderly realisation of assets; 

 the quoted price for listed securities; and 

 any recent genuine offers received. 

6.2 We consider that the valuation methodologies proposed by RG 111 can be split into three valuation methodology 
categories, as follows: 

 Market Based Methods; 

 Income Based Methods; and 

 Asset Based Methods. 

Market Based Methods 

6.3 Market based methods estimate the fair market value by considering the market value of a company’s securities 
or the market value of comparable companies.  Market based methods include: 

 the quoted price for listed securities; and 

 industry specific methods. 

6.4 The recent quoted price for listed securities method provides evidence of the fair market value of a company’s 
securities where they are publicly traded in an informed and liquid market. 

6.5 Industry specific methods usually involve the use of industry rules of thumb to estimate the fair market value of a 
company and its securities. Generally rules of thumb provide less persuasive evidence of the fair market value of 
a company than other market based valuation methods because they may not account for company specific risks 
and factors. 

Income Based Methods 

6.6 Income based methods estimate value by calculating the present value of a company’s estimated future stream 
of earnings or cash flows.  Income based methods include: 

 discounted cash flow methods; and 

 capitalisation of future maintainable earnings. 

6.7 The DCF technique has a strong theoretical basis, valuing a business on the net present value of its future cash 
flows.  It requires an analysis of future cash flows, the capital structure and costs of capital and an assessment of 
the residual value or the terminal value of the company’s cash flows at the end of the forecast period.  This 
method of valuation is appropriate when valuing companies where future cash flow projections can be made with 
a reasonable degree of confidence.  

6.8 The capitalisation of future maintainable earnings methodology is generally considered a short form DCF, where 
an estimation of the Future Maintainable Earnings (“FME”) of the business, rather than a stream of cash flows is 
capitalised based on an appropriate capitalisation multiple.  Multiples are derived from the analysis of 
transactions involving comparable companies and the trading multiples of comparable companies.  
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6. Valuation Methodologies (Cont.) 

Asset Based Methods 

6.9 Asset based methodologies estimate the fair market value of a company’s securities based on the realisable 
value of its identifiable net assets. Asset based methods include: 
 orderly realisation of assets method; 

 liquidation of assets method; and  

 net tangible assets on a going concern basis. 

6.10 The value achievable in an orderly realisation of assets is estimated by determining the net realisable value of 
the assets of a company which would be distributed to security holders after payment of all liabilities, including 
realisation costs and taxation charges that arise, assuming the company is wound up in an orderly manner.  This 
technique is particularly appropriate for businesses with relatively high asset values compared to earnings and 
cash flows. 

6.11 The liquidation of assets method is similar to the orderly realisation of assets method except the liquidation 
method assumes that the assets are sold in a shorter time frame, reflecting a distressed liquidation value.  The 
liquidation of assets method will result in a value that is lower than the orderly realisation of assets method, and 
is appropriate for companies in financial distress or when a company is not valued on a going concern basis.  

6.12 The net tangible assets on a going concern method estimates the market values of the net tangible assets of a 
company but unlike the orderly realisation of assets method, it does not take into account realisation costs.  
Asset based methods are appropriate when companies are not profitable, a significant proportion of the 
company’s assets are liquid, or for asset holding purposes. 

Valuation of Coppermoly’s exploration tenements 

6.13 AMC Consultants Pty Ltd (“AMC”) has prepared a report providing an independent technical assessment and 
valuation of the exploration tenements held by Coppermoly.  For the purposes of this Report, we have relied 
upon the valuation of Coppermoly’s exploration tenements provided by AMC in our assessment of the valuation 
of the Company.  A copy of AMC’s report is set out in Appendix 4. 

Selection of Valuation Methodologies 

Valuation of Coppermoly prior to the Proposed Transaction 

Net assets on a going concern basis 

6.14 In valuing a share in Coppermoly prior to the Proposed Transaction, we have utilised the net assets on a going 
concern methodology and relied upon the net book value of assets and liabilities as set out in Coppermoly’s 
unaudited consolidated statement of financial position at 31 December 2015, and the valuation of Coppermoly’s 
100% interest in the Mt Nakru, Simuku, Makmak, Wowonga and Powell Projects as set out in AMC’s report (refer 
Appendix 4).  

Quoted Price of Listed Securities 

6.15 As a secondary method of valuing a Coppermoly share prior to the Proposed Transaction, we have also 
considered the quoted price for listed securities methodology. In accordance with RG 111, we have assessed the 
value of Coppermoly’s shares on the basis of a 100% controlling interest.  

6.16 Prices at which a company's shares have been traded on the ASX can, in the absence of low liquidity or unusual 
circumstances, provide an objective measure of the value of the company, excluding a premium for control.  

6.17 Notwithstanding the low liquidity of Coppermoly’s traded shares, we have considered the quoted market price by 
considering the historical VWAP of a Coppermoly share and the volatility of the share price prior to the 
announcement of the Proposed Transaction. 

Valuation of Coppermoly immediately following the Proposed Transaction 

6.18 We have also selected the net assets on a going concern basis in our assessment of the value of a share in 
Coppermoly immediately following the Proposed Transaction. Our assessment of the value of a share in 
Coppermoly immediately following the Proposed Transaction is also based on the unaudited financial position at 
31 December 2015, and adjusted for the pro forma terms of the Proposed Transaction, as set out in paragraph 
3.2.  
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7. Valuation of Coppermoly (Cont.) 

Valuation of a Coppermoly Share Prior to the Proposed Transaction (on a controlling basis) (Cont.) 

 we have excluded all capitalised mineral assets disclosed at 31 December 2015 of $11.9 million, and 
included AMC’s valuation of the Mt Nakru, Simuku, Makmak, Wowonga and Powell Projects (collectively, 
“the Coppermoly Projects”); and 

 AMC has assessed a valuation of a 100% interest in the Coppermoly Projects to be in the range of $13.9 
million to $16.4 million, with a preferred valuation of $15.2 million.  However, as Coppermoly currently holds 
a 72% interest in the WNB Projects (comprising the Mt Nakru and Simuku Projects), we have only included 
72% of the valuation ascribed to the WNB Projects in our assessment of the valuation of Coppermoly.  We 
have therefore utilised a valuation in the range of $12.0 million to $12.2 million, with a preferred value of 
$12.1 million (refer paragraphs 7.5 to 7.24 below). 

7.5 AMC has utilised the multiple of past exploration expenditure and comparable transactions methodologies to 
value Coppermoly’s exploration tenements.  

Past Exploration Expenditure Methodology 

7.6 The table below sets out the range of values attributed to Coppermoly’s exploration tenements by AMC using the 
multiple of past exploration expenditure method. 

 
Table 7 – Past exploration expenditure method (Source: AMC report, Appendix 4) 

7.7 As set out in the table above, AMC has assessed the value of the Coppermoly Projects using the past 
exploration expenditure method to be in the range of $13.1 million to $19.7 million, with a preferred value of 
$16.4 million.  

7.8 The past exploration expenditure method uses historical cost and an assessment of prospectivity from recent 
exploration undertaken by Coppermoly.  The cost basis valuation is commonly used as an applicable method for 
exploration areas in which no resource has been identified.  This method of valuation of exploration properties 
includes consideration of the effectiveness of past exploration expenditure that relates to reasonably recent 
exploration and representing a reasonably continuous ongoing exploration programme.  Effective exploration 
expenditure provides an indication of the value of a property, which can then be adjusted to provide a valuation 
of a property.  The past exploration expenditure is reviewed for its relevance and effectiveness in terms of 
currently perceived prospectivity as a result of that expenditure, then factored by a prospectivity enhancement 
multiplier (“PEM”), which is usually in the range of 0.5 and 3.0, to derive a valuation.  

7.9 The selection of the appropriate PEM is a matter of experience and judgement.  AMC has applied a scale of 
PEM ranges to the exploration expenditure as follows: 

 0.5-1.0 – judgement that analysis has not enhanced prospectivity 

 1.0 – judgement that analysis has not significantly enhanced the view of prospectivity 

 1.0-2.0 – judgement that has been useful and has enhanced prospectivity, with good quantifiable results, 
e.g. good anomaly, drill intersections, or sampling results 

 2.0-3.0 – judgement that analysis has suggested excellent prospectivity leading to likelihood of resource 
definition in near future 

  

Interest Low High Preferred
Past exploration expenditure methodology % $' million $' million $' million

EL 1043 Mt Nakru 100% 7.9 9.8 8.9
EL 2379 Simuku 100% 4.6 9.1 6.9
EL 2014 Makmak 100% 0.5 0.7 0.6
EL 2272 Wowonga 100% 0.1 0.1 0.1
EL 1789 Powell 100% 0.0 0.0 0.0

Total 13.1 19.7 16.4
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1 Description of Mineral Assets 

1.1 Scope of work 

AMC’s scope of work was the preparation of an independent technical specialist report including an 
independent Valuation of the exploration assets currently held by Coppermoly in accordance with the 
VALMIN Code

8
. AMC’s scope of work is based on its review of the information provided and includes: 

 A brief description of the Mineral Assets and observations  

 A description of the Valuation methodologies 

 Valuation of the Mineral Assets. 

Specific exclusions from AMC's scope of work are: 

 Marketing, commodity prices, and exchange rates 

 Financial and taxation analysis, including developing valuation models and assessing inflation and 
discount rates 

 Assessment of sovereign risk 

 Verification of the tenement standing, real property title, licences and permits, and other legal matters 

 Native title and cultural heritage considerations 

 Social and environmental considerations 

 Legal considerations 

This Report has been prepared in accordance with the VALMIN Code to the extent that the code is relevant 
to the assignment, and with due consideration of the JORC Code, and ASIC Regulatory Guide 111

9
 and 

Regulatory Guide 112
10

. RSMFS has agreed to comply with the provisions of the VALMIN Code and 
specifically the following requirements of the Code:  

 Commissioning Entity, Clauses 33 to 36 

 Independence of AMC, Clauses 24 to 27 

 Reference to AMC’s report, Clause 57 

This ITSR is also prepared in accordance with the JORC Code to the extent that it is relevant to the scope of 
the work. For the purpose of the ITSR, AMC will not perform the role of a Competent Person under the 
JORC Code. 

1.2 Mineral Assets 

The Mineral Assets in which Coppermoly holds an interest as at 3 February 2016 comprise a portfolio of five 
exploration tenements in Papua New Guinea (PNG), on the island province of New Britain north-east of 
mainland PNG (the New Britain Projects). Four granted ELs (EL 1043 Mt Nakru, EL 2379 Simuku, EL 2014 
Makmak and EL 2272 Wowonga) are located in the Kulu-Awit Copper Gold Belt through west New Britain. 
One granted EL (EL 1782 Powell) is located in the Powell Copper Belt in east New Britain (Figure 2.1; Table 
1.1 Granted exploration tenements Table 1.1).  

The registered holder of the New Britain Project tenements is Copper Quest PNG Limited, which is a 
subsidiary company formed by Coppermoly (100% ownership). Barrick holds a nominal 28% interest in the 
Nakru Project and the Simuku Project (The WNB Projects), which Coppermoly has a binding agreement to 
acquire. Completion of this will be effected on the payment of a further $4.5M to Barrick within six months 
after the commencement of commercial production at the WNB Projects. Barrick does not have to contribute 

                                                      

8
  The VALMIN Code (2005). Code for the Technical Assessment and Valuation of Mineral and Petroleum Assets and Securities for 

Independent Expert Reports. The VALMIN Code 2005 Edition, Prepared by the VALMIN Committee, a joint committee of the 
Australasian Institute of Mining and Metallurgy, the Australian Institute of Geoscientists and the Mineral Industry Consultants 
Association with the participation of the Australian Securities and Investment Commission, the Australian Stock Exchange Limited, 
the Minerals Council of Australia, the Petroleum Exploration Society of Australia, the Securities Association of Australia and 
representatives from the Australian finance sector, available <http://www.valmin.org/valmin_2005.pdf>, viewed 26 January 2015. 

9
  Australian Securities & Investments Commission (ASIC), Regulatory Guide 111, Content of expert reports, March 2011, 35 pp., 

available <http://download.asic.gov.au/media/1240152/rg111-30032011.pdf>, viewed 1 February 2016. 
10

 Australian Securities & Investments Commission (ASIC), Regulatory Guide 112, Independence of experts, March 2011, 23 pp., 
available <http://download.asic.gov.au/media/1240158/rg112-30032011.pdf>, viewed 1 February 2016. 
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any further costs to exploration or development of the projects nor is it entitled to any profits from the 
projects. 

EL 1782 Powell has recently been reduced by 50% in accordance with Papua New Guinean (PNG) 
Government exploration tenement renewal requirements, and this reduced area is reflected in Table 1.1 and 
in Figure 2.1. In addition, EL 1445 Talelumas and EL 1077 Simuku have now been combined into a single 
merged tenement—EL 2379 Simuku, with the total area size reflected in Table 1.1.  

Table 1.1 Granted exploration tenements  

Tenement 
ID 

Tenement 
Name 

Owner 
Coppermoly 
Interest (%) 

Area 
(km

2
) 

Status Expiry Date 

EL 1043 Mt Nakru 
Copper Quest PNG 

Limited (100.00%) 
100% 47.0 Granted. Extended Term 

7 December 

2016 

EL 2379 Simuku 
Copper Quest PNG 

Limited (100.00%) 
100% 122.0 Granted. Extended Term 

10 September 

2017 

EL 2014 Makmak 
Copper Quest PNG 

Limited (100.00%) 
100% 255.3 Granted. Extended Term 14 May 2016 

EL 2272 Wowonga 
Copper Quest PNG 

Limited (100.00%) 
100% 30.7 

Granted. Expires on 24 Feb 2016. Renewal 

application submitted, awaiting Warden’s 

Hearing scheduled for 17 Feb 2016 

24 February 

2016 

EL 1782 Powell 
Copper Quest PNG 

Limited (100.00%) 
100% 378.5 Granted. Extended Term 

24 September 

2017 

Principal Sources: TAS Legal Pty Ltd, Solicitor’s Report – Mineral Tenements. Report to Coppermoly Limited, 21 January 2016, received in Coppermoly 
email 1 February 2016, Coppermoly 2015 Annual Report, sub-block conversion to area km

2
 received from Coppermoly 11 January 2016, and AMC 

independent check of area km
2
 using GIS tenement outline information.  

 

As at the 3 February 2016, two of the Coppermoly tenements contained Mineral Resources
11

 reported in 
accordance with the 2004 JORC Code: the Simuku Project area and the Nakru Project area. Exploration 

Results
4
 are also reported in accordance with the 2004 JORC Code and the 2012 JORC Code from the 

Makmak Project area. The remaining granted tenements are at an early stage of exploration.  

1.3 Site visit 

In view of the conceptual status of the exploration at the Makmak Project, Wowonga Project and Powell 
Project, no site visit to those properties is considered necessary. AMC also considers a site visit to inspect 
the Simuku Project and Nakru Project is not required as there is limited outcropping mineralisation visible in 
difficult-access terrain, covered by thick jungle terrain, and AMC also understands that core stored in New 
Britain has deteriorated to the point where no material information can be gleaned from it. AMC examined a 
number of pieces of fresh core specimens retained by Coppermoly in its Brisbane office for petrographic 
studies. 

1.4 Tenement standing 

In accordance with Clauses 67 to 73 of the VALMIN Code, AMC has been provided with access to a recent 
independent report on the standing of the Coppermoly’s material tenements. AMC has reviewed the 
independent tenement report by Tenement Administration Services Pty Ltd (TAS) provided to AMC by 
Coppermoly (the Tenement Standing Report

12
) and has relied on that report, which indicates the tenements 

were 100% owned by Copper Quest PNG Ltd, a PNG-based wholly owned subsidiary of Coppermoly, and 
the tenements were in good standing at 21 January 2016.  

The Valuation applies to the specified granted Exploration Licences (ELs), which are Exploration Areas or 
Advanced Exploration Areas, located in Papua New Guinea (Coppermoly Tenements). Coppermoly's wholly 
owned subsidiary, Copper Quest PNG Limited, is the legal holder of five ELs (Table 1.1). 
 

                                                      

11
  As defined as reported at time of public release, in accordance with either the JORC Code (2004) or the JORC Code (2012). 

12
  TAS Legal Pty Ltd, Solicitor’s Report – Mineral Tenements. Report to Coppermoly Limited, 21 January 2016, received in 

Coppermoly email 1 February 2016. 
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The departmental procedure for EL extensions requires the approval at a Warden's Hearing, followed by 
consideration and recommendation by the Mining Advisory Council and the final approval by the Papua New 
Guinean Minister of Mining. Accordingly, while Coppermoly has applied to renew the Wowonga Project EL 
2272, there is no certainty that the term of the EL will be extended. Coppermoly’s renewal application for EL 
2272 has been submitted, and is awaiting local approval at a Warden’s hearing scheduled for 17 February 
2016.  

Shareholders should be aware that, pending extension, granted ELs remain in good standing until a decision 
is made. There is a risk that one or more of the ELs will not be extended, or that the terms of the extension 
are not favourable to Coppermoly. This could have a significant adverse impact on the performance of 
Coppermoly. AMC understands that Coppermoly is not aware of any precedent to suggest that the EL would 
not be renewed, and further understands that the normal process is for an extension to be granted and 
approved, and that there are no identified impediments to this occurring. AMC has sighted a letter from the 
Mineral Resources Authority stating that “from the date the tenement expires, section 112 Mining Act 1992 
(Mining Act) ensures your tenement will continue in force until the determination of your application”.  The 
Tenement Standing Report confirms that EL 2272 “remains in force pending the outcome of the renewal 
process”, and “the author has no reason to believe the tenement will not be renewed in the normal course of 
business”. In AMC’s opinion, on this basis, the Valuation warrants inclusion of EL 2272 Wowonga.  

1.5 Mineral Resources 

The Mineral Resources, which form a component of Coppermoly’s Mineral Assets, are presented in 
summary tables in this Report. Coppermoly lodged more comprehensive announcements providing details of 
the Mineral Resources with the Australian Securities Exchange on 1 May 2009 (the 2009 Simuku Mineral 
Resource) and 26 July 2012 (the 2012 Nakru Mineral Resource).  

The Mineral Resources summarised in this Report are reported on a 100% ownership basis. The portion of 
the Mineral Resources attributable to Coppermoly are in accordance with the Company’s beneficial interest 
in the individual Mineral Assets. 

1.6 Information 

In performing its services, AMC is entitled to rely upon and assume the accuracy and completeness of all 
material information that has been furnished to it and shall have no obligation to audit such information or 
prepare primary information for modelling purposes. AMC has the right and obligation to base its conclusions 
on information within its own knowledge and/or acquired as a result of its investigations as well as the 
information presented. AMC will not, however, uncritically use the information provided and will aim to satisfy 
itself as to the reasonableness of the information it uses. 

1.7 Use of AMC’s report 

AMC understands that the ITSR will be attached in full as an appendix to the IER, which will be presented to 
the shareholders of Coppermoly for their consideration. Coppermoly and RSMFS must obtain AMC’s prior 
written consent as to the form and context of any inclusion of, or reference to, the ITSR in any documentation 
to be sent to third parties, including shareholders. Further, the ITSR may not be relied upon by any third 
party (including Coppermoly) without AMC’s prior written consent. 

1.8 Report requirements 

AMC’s ITSR has been prepared independently and in accordance with the VALMIN Code and the Australian 
Securities and Investments Commission (ASIC) Regulatory Guides 111 and 112, to the extent that they are 
relevant to the scope of work. The VALMIN Code provides guidelines to assist those preparing Independent 
Expert Reports required for the assessment and/or valuation of Mineral and Petroleum Assets and 
Securities.  

The VALMIN Code makes a distinction between two types of values for mineral assets, a Technical Value 
that is defined as an assessment of future net economic benefit, and a Fair Market Value that adds to or 
subtracts from a Technical Value a premium or discount relating to market, strategic, or other considerations. 

The ITSR has been prepared by Ms Alison Keogh, Principal Consultant, Member and Chartered Professional 
of The Australasian Institute of Mining and Metallurgy and Mr Rod Carlson, Principal Geologist, Member of 
The Australasian Institute of Mining and Metallurgy and Member and Registered Professional Geologist of 
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2 Technical inputs to Valuation 

This chapter provides a brief summary of key technical aspects of Coppermoly’s New Britain projects to set 
the context for the Valuation, and documents AMC’s findings relevant to the technical inputs to the Valuation.  

The deposits in New Britain are located in the south Pacific Ocean archipelago along the Pacific Rim of Fire, 
an active pacific volcanic belt that hosts a number of large porphyry copper-gold deposits and epithermal 
gold deposits. Coppermoly Tenements consist of the New Britain Projects which comprise five ELs (Figure 
2.1), and two advanced projects (the Simuku Project and the Nakru Project) and a number of prospects 
(Figure 2.2).  

Figure 2.1 Location of Coppermoly Mineral Assets indicating New Britain Project tenements 

 

Source: Coppermoly January 2016, by AMC request 
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Figure 2.18 Plesyumi prospect and Lae River prospect surface rock samples on RTP magnetic image 

 
Source: 2014 Desktop Review 

2.3.5 Mineral Resources 

A Mineral Resource was announced for Nakru-1 on 26 July 2012 (2012 Nakru-1 Mineral Resource), and is 
based on drillhole data and geological interpretation by Coppermoly and a resource model and resource 
estimate compiled by Golder Associates (Golder). Table 2.3 summarises the Mineral Resource for Nakru 
using 0.20%, 0.30% and 0.50% Cu cut-off grades respectively. Molybdenum, lead and zinc were also 
reported, though they were at <0.01% levels.  

An interpretation Golder includes a central zone of higher copper grades, separating the flow dome into three 
mineralisation domains; an upper low-grade zone, a central high-grade zone and a lower low-grade zone. 
Golder considers it possible that the central high-grade zone could be the result of supergene copper 
enrichment, but noted that additional drilling is required to better define this domain.  

Golder identified a depletion zone associated with a weathering horizon. Golder considered the oxide 
boundary to be poorly-defined, concluded the estimation of the oxide material to be of low reliability and 
recommended additional drilling to better define this boundary. 

Table 2.3 The 2012 Nakru Mineral Resource reported at three different cut-offs as at 26 July 2012 

Resource Category 
Cu Cut-Off 

(%) 
Tonnage 

(Mt) 
Cu Grade 

(% Cu) 
Au Grade 
(g/t Au) 

Ag Grade 
(g/t Ag) 

Inferred 

0.2 38.4 0.61 0.28 1.80 

0.3 31.6 0.69 0.32 1.86 

0.5 21.6 0.81 0.39 1.81 

Source: Coppermoly website: ASX Announcement 26 July 2012 [Accessed 12 January 2016]. 
This information was prepared and first disclosed under the 2004 JORC Code. It has not been updated since to comply with the 2012 JORC Code on the 
basis that the information has not materially changed since it was last reported. 
Mineralisation comprises supergene and primary high-grade and low-grade material in all domains. 
Tonnages and grades have been rounded to a number of significant figures, thus the totals may not match the sum of the components. 
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AMC examined a number of pieces of fresh core specimens retained by Coppermoly for petrography (Figure 
2.19). AMC observed trace (1%) to moderate levels (>10%) of pyrite and chalcopyrite in breccia and pyrite 
and chalcopyrite in veins from a number of copper mineralised core retained from drillholes NAK-17 and 
NAK2-01 (Figure 2.19). The NAK-17 drillhole is located within the 2012 Nakru Resource (Figure 2.20) and 
the NAK2-01 drillhole is located within the Nakru-2 Prospect (Figure 2.17).  

Figure 2.19 Nakru Project core photographs from Nakru-1 and Nakru-2 prospects sighted by AMC 

  

Drillhole NAK-17 (Nakru-1 Prospect)   Drillhole NAK-2 01 (Nakru-2 Prospect) 
 
Source: AMC Photograph of Coppermoly drill core specimens, January 2016. 

Note: Core pieces are annotated in depths in metres below surface 
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Figure 2.20 Plan view of Nakru-1 geological interpretation, drillhole locations and block model extent  

 
Location of drillhole collars shown by red crosses. Location of NAK-17 drillhole collar shown by yellow circle. Downhole traces are coloured by copper 
grade, though no legend was provided.  

Source: Coppermoly website: ASX Announcement 26 July 2012 [Accessed 12 January 2016]. 

AMC has reviewed the resource report by Golder and examined the resource model basis. The modelling 
and estimation approach is summarised as follows: 

 The resource model is based on a geological database provided by Coppermoly to Golder as at 
3 October 2011. Coppermoly managed the QAQC of this data. AMC has not viewed files reporting the 
results of QAQC results. Golder conducted database checks and found no significant errors.  

 Drillhole sample lengths were dominantly 1 m, and composite length was set at 1 m. The geological 
interpretation was carried out by Coppermoly staff and was reported as being based on data from 27 
diamond drillholes totalling 5,932 m, containing 4,949 assayed intervals. No top-cuts were applied to 
high-grade outlier values.  

 A three-dimensional block model was created using a parent block size of 50 m x 50 m x 25 m, within 
which the geological model extends 960 m along strike north-east to south-west and covers the 
average 400 m width of the mineralisation. 











































http://www.annalsofgeophysics.eu/index.php/annals/article/download/4406/4486%20accessed%2019%20January%202016
http://www.annalsofgeophysics.eu/index.php/annals/article/download/4406/4486%20accessed%2019%20January%202016
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