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Australia United Mining Limited 
ACN 126 540 547 

NOTICE OF ANNUAL GENERAL MEETING 
Notice is hereby given that the annual general meeting of Shareholders of Australia United Mining 
Limited (ASX: AYM) will be held at Suite 1204, 227 Elizabeth Street, Sydney NSW 2000 on Monday, 17 
December 2018 at 1000 hours (AEDT) (Meeting). 

The Explanatory Memorandum provides additional information on the business of the Meeting. The 
Explanatory Memorandum and the Proxy Forms are included in this Notice. 

The Directors have determined pursuant to regulation 7.11.37 of the Corporations Regulations 2001 (Cth) 
that the persons eligible to vote at the Meeting are those who are registered as Shareholders of the 
Company at 1900 hours on Saturday, 15 December 2018. 

Capitalised terms and abbreviations used in the Notice are defined in Schedule 1. 

 
Business 

ITEM 1.   Company Financial Report 

To receive the financial statements, Directors’ report and auditor’s report for the Company and its 
controlled entities for the financial year ended 30 June 2018. 

 

ITEM 2.   Remuneration Report* 

To consider and if thought fit, pass the following resolution as an ordinary resolution: 

“That the Remuneration Report of Company and its controlled entities for the financial year ended 30 
June 2018 as set out in the Annual Report be adopted.” 

*Note: this resolution is advisory only and does not bind the Company or the Directors. The Directors will consider the outcome of the 
vote and comments made by shareholders on the remuneration report at the meeting when reviewing the Company’s 
remuneration policies. Restrictions on eligibility to vote apply pursuant to Section 250R. 

 

ITEM 3   Re-election of Director – Jia YU 

To consider and if thought fit, pass the following as an ordinary resolution: 

“That the following individual, having retired from her office as a Director pursuant to Article 59.1 of the 
Constitution, be re-elected as a Director pursuant to the Constitution: 

1) Jia YU.” 

 

ITEM 4   Election of Director – Jun WANG 

To consider and if thought fit, pass the following as an ordinary resolution: 

“That Mr. Jun WANG, having been appointed as a Director since the last Annual General Meeting and 
having retired from his office as a Director pursuant to Article 59.1 of the Constitution, be re-elected as 
a Director.” 

 

ITEM 5  Additional capacity to issue equity securities 

To consider and if thought fit, pass the following as a special resolution: 

“That, pursuant to ASX Listing Rule 7.1A, the Company to have additional capacity to issue a further 10% 
of its issued share capital over and above the 15% placement capacity specified in ASX Listing Rule 7.1.” 



 

 

ITEM 6  Issue of shares to W.Y. International (Australia) Pty Ltd ACN 102 362 121 to convert debt 
into equity 

To consider and if thought fit, pass the following as an ordinary resolution: 

“That, considering Xiaojing WANG (‘Wang’) and Jia YU (‘Yu’) are the Directors of the Company and are 
related parties; Wang and Yu control W.Y. International (Australia) Pty Ltd ACN 102 362 121; and 
Wang’s and Yu’s maximum voting powers, in the event of passing of Items 6 and 7, will be increased 
from 41.74% to 59.32% for the purposes of Listing Rule 10.11, Section 611, Item 7 of the Act, Chapter 2E of 
the Act and for all other purposes, approval be given for the Directors to issue 563,244,803 Shares to W.Y. 
International (Australia) Pty Ltd ACN 102 362 121 in full and final satisfaction of amounts owing by the 
Company to W.Y. International (Australia) Pty Ltd ACN 102 362 121 on account of loans and debt 
conversion agreements as at 30 September 2018 to the amount of $1,689,734.41.” 

 

ITEM 7 Issue of shares to New China Pty Ltd ACN 128 301 593 to convert debt into equity 

To consider and if thought fit, pass the following as an ordinary resolution: 

“That, considering Mr. Jun WANG (‘Jun’) is a Director of the Company and controls New China Pty Ltd 
ACN 128 301 593 (AFT The Wang Family Trust) for the purpose of the Listing Rule 10.11 and all other 
purposes, approval be given for the Directors to issue 9,800,000 Shares to New China Pty Ltd ACN 128 
301 593 in full and final satisfaction of amounts owing by the Company to New China Pty Ltd ACN 128 
301 593 on account of a director fee assignment agreement to the amount of $29,400.00.” 

 

  



 

Australia United Mining Limited 
ACN 126 540 547 

Explanatory Memorandum 
 

A. Introductions 

This Explanatory Memorandum has been prepared for the information of Shareholders of the Company 
in connection with the business to be conducted at the annual general meeting of Shareholders to be 
held on at Suite 1204, 227 Elizabeth Street, Sydney NSW 2000 on Monday, 17 December 2018 at 1000 
hours (AEDT). 

This Explanatory Memorandum should be read in conjunction with and forms part of the 
accompanying Notice. The purpose of this Explanatory Memorandum is to provide information to 
Shareholders in deciding whether or not to pass the Resolutions in the Notice. 

Capitalised terms and abbreviations used in the Explanatory Memorandum are defined in Schedule 1. 

A Proxy Form is located at the end of the Explanatory Memorandum. 

The Resolutions, if passed will have an impact on the Company. This Explanatory Memorandum 
provides the information considered necessary for Shareholders to make an informed decision whether 
to support the Resolutions. However it is also appropriate that shareholders consider the impact on the 
Company in the event that the Resolution(s) is/are passed. 

 

B. Voting at the Meeting 

Shareholders should read the Notice, including the Explanatory Memorandum carefully before 
deciding how to vote on each Resolution. 

 

Votes by proxy 

(a) a member of the Company entitled to attend and vote at the Meeting may appoint not more 
than two proxies to attend and vote at the general meeting on that member’s behalf; 

(b) A proxy needs not be a member of the Company; 

(c) If a member appoints one proxy, that proxy may, subject to the Corporations Act, vote on a show 
of hands; 

(d) If a member appoints two proxies and the appointment does not specify the proportion or number 
of the member’s votes each proxy may exercise, each proxy may exercise half the votes; 

(e) A proxy may demand or join in demanding a poll; 

(f) A proxy may vote or abstain as he or she chooses except where the appointment of the proxy 
directs the way the proxy is to vote on a particular resolution. If an appointment directs the way the 
proxy is to vote on a particular resolution: 

a. The proxy need not vote on a show of hands, but if the proxy does so, the proxy must vote 
that way; 

b. If the proxy has two or more appointments that specify different ways to vote on the 
resolution – the proxy must not vote on a show of hands; 

c. If the proxy is the chair – the proxy must vote on a poll and must vote that way; and 

d. If the proxy is not the chair – the proxy need not vote on a poll, but if the proxy does so, the 
proxy must vote that way. 

(g) If: 

a. A member nominates the chairperson of the meeting as the proxy; or 



 

b. The chairperson is to act as proxy under Article 51 of the Constitution or otherwise under a 
default appointment according to the terms of the proxy form, 

Then the person acting as chairperson in respect of an item of business at the meeting must 
act as proxy under the appointment in respect of that item of the business. 

 

The proxy form 

A Proxy Form is enclosed with the Notice. This is to be used by Shareholders if they wish to appoint a 
representative (a proxy) to vote in their place. 

All Shareholders are invited and encouraged to attend the Meeting or, if they are unable to attend in 
person, sign and return the Proxy Form to the Company in accordance with the instructions thereon. 

Lodgement of a proxy form will not preclude a Shareholder from attending the Meeting in person. 

The enclosed Proxy Form provides further details on appointing proxies and Proxy Form lodgement. 

 

ITEM 1. Financial Report 

The financial statements, Directors’ report and auditor’s report for ASX for the year ended 30 June 2018 
will be laid before the meeting. 

There is no requirement for shareholders to approve these reports. However, the Chairman will allow a 
reasonable opportunity for shareholders to ask questions about, or make comments on, the operations 
and management of the Company. 

Shareholders will be given a reasonable opportunity to ask the auditor questions about the conduct of 
the audit and the content of the auditor’s report. 

 

BOARD RECOMMENDATION 

The board of directors recommends that you vote in favour of this item. 

 

ITEM 2. Remuneration Report 

Section 317(1) of the Act requires the Company’s financial report, Director’s report and the auditor’s 
report for the financial year ended 30 June 2018 to be laid before the Meeting. 

There is no requirement for a formal resolution on this item. 

The Annual Report, which contains the Directors’ Report, the Financial Report and the Remuneration 
Report, is available on the Company’s website (http://australiaunitedmining.com.au/) and ASX’s 
website (https://www.asx.com.au/asxpdf/20180913/pdf/43y9ddc346yvjb.pdf). 

 

Voting exclusion: 

In accordance with section 250R(4) of the Act, a vote on this resolution must not be cast (in any capacity, whether as proxy or as 
shareholders) by or on behalf of either of the following persons: 

(a) a member of the key management personnel details of whose remuneration are included in the remuneration report; 

(b) a closely related party of such a member. 

 

However, the above persons may cast a vote on this resolution if: 

(c) the person does so as a proxy appointed in accordance with the directions of the proxy form that specifies how the proxy is to 
vote on this resolution; and the vote is not cast on behalf a person described in subparagraph (a) and (b) above; or 

(d) the person is the chair of the meeting appointed as proxy in accordance with the directions of the proxy form for a person 



 

who is entitled to vote and such appointment on the proxy form expressly authorise the chair to exercise the proxy even if the 
resolution is connected directly with the remuneration report; and the vote is cast on behalf of a person described in subparagraph 
(a) and (b) above. 

 

BOARD RECOMMENDATION 

The board of directors recommends that you vote in favour of this item. 

 

ITEM 3 Re-election of Director – Jia YU 

Article 59.1 of the Constitution requires two (2) Directors to retire at the close of each Annual General 
Meeting. 

Accordingly, Ms. Yu retires from her office as Director in accordance with Article 59.1 of the Constitution 
and, being eligible under Article 59.5 of the Constitution, offers herself for re-election as Director. 

Please refer to the 2015 and 2014 Annual Reports for information about Ms Yu. 

 

BOARD RECOMMENDATION 

The board of directors recommends that you vote in favour of this item. 

 

ITEM 4. Election of Director – Jun WANG 

Mr. Jun WANG was appointed as a Director of the Company on 20 February 2018. 

Article 59.1 of the Constitution requires two (2) Directors to retire at the close of each Annual General 
Meeting. 

Accordingly, Mr. Wang retires from his office as Director in accordance with Article 59.1 of the 
Constitution and, being eligible under Article 59.5 of the Constitution, offers himself for re-election as 
Director. 

Jun WANG graduated from Beijing University of Aeronautics and Astronautics and holds a Real Estate 
Licence and Australia Credit Licence. 

Mr. Wang was the Chief Executive Officer of Credit Asset Management Limited T/A SAM Loans, and 
Director of Sam Real Estate Pty Ltd T/A SAM Real Estate and the Chairman of E-Property Group and E-
Property Platform and E-Property Asset Management. 

Mr. Wang also has 19 years experiences in the mortgage industry and 10 years experiences in Real 
Estate. Please refer to the 2017 Notice of Annual General Meeting for the detailed breakdown of Mr. 
Wang’s past experiences. 

The board of directors consider Mr. Wang’s skills complement and are valuable to the board’s existing 
skills and experience and that Mr. Wang’s nomination had been accepted by the Company on 20 
February 2018, being at least 35 business days before the date of the Meeting. 

 

BOARD RECOMMENDATION 

The board of directors recommends that you vote in favour of this item. 

 

ITEM 5. Additional capacity to issue equity securities 

Introduction 

ASX Listing Rule 7.1A was introduced in 2012 and enables eligible entities (those which are not included 
in the S&P/ASX300 index and which have a market capitalisation equal to or less than $300 million) to 



 

issue up to a further 10% of their issued share capital, over and above the 15% placement capacity 
specified in ASX Listing Rule 7.1. 

The Company is an eligible entity as it is not included in the S&P/AX 300 index and has a current market 
capitalisation that is below $300 million. To date, The Company has never obtained approval under ASX 
Listing Rule 7.1A before as it had never been tabled at any annual general meetings. 

The Company had also not issued any securities under listing rule 7.1A in the 12 months preceding the 
Meeting. 

Any securities issued must be in the same class as an existing class of quoted securities. The Company 
currently has 1 class of securities on issue, being the shares (ASX: AYM). 

The exact number of additional securities that the Company may issue with the passage of the 
resolution pursuant to Listing Rule 7.1A will be calculated according to the following formula: 

(A x B) - C 
 

Where: 

A. Is the number of shares on issue 12 months before the date of issue or agreement: 
1) Plus the number of shares issued in the previous 12 months under an exception 

in ASX Listing Rule 7.2; 
2) Plus the number of partly paid shares that became fully paid in the previous 12 

months; 
3) Plus the number of shares issued in the previous 12 months with approval of 

Shareholders under Listing Rules 7.1 and 7.4 and not including issues of securities 
under the Company’s 15% placement capacity without Shareholder’s approval; 
and 

4) Less the number of shares cancelled in the previous 12 months. 
 

B. Is 10% 
 

C. Is the number of securities issued or agreed to be issued under ASX Listing Rule 7.1A.2 
in the 12 months before the date of issue or agreement to issue that are not issued 
with the approval of Shareholders under ASX Listing Rule 7.1 or 7.4. 

 

The resolution is proposed as an approval at large for the purpose of allowing the Company to have an 
additional mean of raising capitals in the subsequent 12 months only. Pursuant to ASX Listing Rule 7.1A.1, 
an approval of this resolution allows the Company to have the option of issuing additional securities in 
the 12 months calculated from the date of the Meeting. 

The benefit of being able to issue additional securities is that, before the capacity is raised, the 
Company would only able to issue up to 15% of its issued capital on a non-pro-rata basis without 
shareholder approval in any rolling 12 month period; after the passage of the resolution, the Company 
shall be allowed to issue an additional 10% of its issued capital, bringing its total head-room or 
placement capacity to 25%. Passing the said resolution will improve the Company’s access to capital 
and funding, especially considering its narrow range of shareholders and the limited usefulness of pro-
rata rights issues as a fundraising tool. Further, with speculative investments, the ability to return regularly 
to shareholders for further injections of capital on a pro-rata basis can also be limited. As such, 
placements are a very common and crucial source of capital for companies fitting the Company’s 
profile. ASX analysis showed that in 2011, placements provided close to 70% of the secondary capital 
needs for small to mid-level companies. 

At the moment, the Company does not have any plan nor has contemplated any specific parties to 
whom such additional securities shall be issued. Should the Company formulates or intends to make 
such issues, the Shareholders shall be duly notified of the following: 

1) The proposed date of such issue(s); 

2) The purpose(s) of such issue(s); 

3) If any of the issue(s) is for non-cash consideration; as well as 

4) The Company’s allocation policies in relation to any such issue(s). 



 

 

Issuance of new securities and its effect(s) 

Notwithstanding the Company not having any specific intentions at the moment to issue additional 
securities, if the Company does intend to do so, such securities shall be issued with a minimum price 
calculated by reference to 80% of the volume weighted average price of the Company’s securities of 
the relevant class, calculated over 15 ASX trading days on which trades in that class were recorded 
immediately before: 

1) The date on which the price at which the securities are to be issued is agreed; or 

2) If the securities are not issued within 5 ASX trading days of the date in the previous paragraph, 
the date on which the securities are issued. 

Further, should new securities be issued, the Shareholders need to be advised that their voting powers 
will decrease (explained in paragraph a below) and there is a risk for the values of the Company’s 
shares to decrease significantly (explained in paragraph b below). Whereas these risks exist whenever 
new securities are issued, the passage of the resolution has the ability to magnify the risks as the 
Company shall be able to issue 10% more securities than it would ordinarily issue. 

 

(a) Dilution of voting power 

Shareholders need to be advised that any issue of additional securities will dilute the interests of 
existing Shareholders who do not receive any shares under the issue. 

If the resolution is approved and passed by the Shareholders and the Company issues the 
maximum number of shares it is able to issue, the economic and voting dilution of existing Shares 
would be as shown in the table below. 

The table below shows the dilution of existing Shareholders calculated in accordance with the 
formula outlined in ASX Listing Rule 7.1A(2), on the basis of the current market price of the 
Company’s shares and the current number of the Company shares on issue as at the date of this 
Notice of Meeting. 

The table also shows the voting dilution impact where the number of shares on issue (variable A in 
the formula) changes and the economic dilution where there are changes in the issue price of 
Shares issued pursuant to the passage of the resolution.1 

 
Number of 

shares on issue 

Dilution 
Issue price 
(per Share) 

$0.0015 
 

50% decrease in 
Issued price 

 

$0.003 
 

Issued price 
 

$0.0045 
 

50% increase in 
Issued price 

1,269,532,682 
 

(Current) 

10% of voting dilution 
 

1,269,532,682 
Shares 

 

1,269,532,682 
Shares 

 

1,269,532,682 
Shares 

 
Funds raised 

 
$1,904,299.02 $5,078,130 $5,712,897.07 

1,904,299,023 
 

(50 increase) 
 

10% of voting dilution 
 

1,904,299,023 
Shares 

 

1,904,299,023 
Shares 

 

1,904,299,023 
Shares 

 
Funds raised 

 
$2,856,448.53 $7,617,196 $8,569,345.60 

2,539,065,364 
 

(100% increase) 

10% of voting dilution 
 

2,539,065,364 
Shares 

 

2,539,065,364 
Shares 

 

2,539,065,364 
Shares 

 
Funds raised 

 
$3,808,458.04 $10,156,261 $11,425,794.14 

Figure 1 

Figure 1 adopts the following assumptions: 

1) There are 1,269,532,682 shares on issue; 

                                                           
1 Shareholders should be advised that number of shares on issue (variable A in the formula) could increase as a result of the issue of shares that do not require 
Shareholder approval (such as under a pro-rata rights issue or those issued under a takeover offer) or that are issued with Shareholder approval under ASX 
Listing Rule 7.1. 



 

2) The 10% voting dilution reflects the aggregate dilution against the issued share capital at the 
time of issue. 

3) The Company issues the maximum possible number of securities pursuant with the passage of 
the resolution. 

4) The Company has not issued any securities in the 12 months prior to the Meeting. 

5) The calculations in Figure 1 do not show the dilution that any one particular shareholder will be 
subjected to. All shareholders should consider the dilution caused to their own shareholding 
depending on their specific circumstances. 

 

(b) Risk of decreased share value 

Shareholders should be advised that market price for the Company’s shares may be significantly 
lower on the issue date than on the date of the Meeting as a result of the market’s expectations. 

Shareholders should also be advised that shares may be issued at a price that is at a discount to 
the market price for those shares on the date of issue. 

 

Approval to issue additional securities may cease to be valid 

Notwithstanding the passage of the resolution, ASX Listing Rule 7.1A.1 nevertheless sets out that the 
approval to issue additional securities must be for a period commencing on the date of the annual 
general meeting at which the approval is obtained and expiring on the first to occur of the following: 

1) The date that is 12 months after the date of the annual general meeting at which the approval 
is obtained. 

2) The date of the approval by holders of the eligible entity’s ordinary securities of a transaction 
under rule 11.1.2 or rule 11.2. 

Rule 11.1.2 events refer to the approval by Shareholders of significant changes (directly or indirectly) to 
the nature or scale of the Company’s activities in a meeting. 

Rule 11.2 events refer to the approval by Shareholders for the Company to dispose of its main 
undertakings in a meeting. 

 

Purpose of issue 

The Company may issue securities pursuant to the resolution for the following purposes: 

1) As cash consideration in which case the Company intends to use funds raised for the 
acquisition of new resources, assets and investments (including associated expenses), 
continued project management expenditures and general working capital; or 

2) As non-cash consideration for the acquisition of new resource assets and investment, for which 
the Company shall provide valuations for such non-cash consideration. 

 

Allocation policy 

The Company‘s allocation policy for the issue of additional securities pursuant to the resolution will be 
determined by the prevailing market conditions at the time of such propose placement(s) and/or issues. 

The allottees of the securities for such additional securities have not been determined at present. 
However, the allottees of such securities could consist of current Shareholders or new investors or both, 
none of whom will be related parties of the Company unless specifically approved. 

The Company shall determine the allottees at the time of the issue of such additional securities, having 
regard to the following factors: 

1) The purpose of the issue; 



 

2) Alternative methods for raising funds available to the Company at the time, including but no 
limited to any entitlement to issue or other offers where existing Shareholders may participate; 

3) The effect of the issue on the control of the Company; 

4) The circumstances of the Company, including but not limited to the financial position and 
solvency of the Company; 

5) Prevailing market conditions; and 

6) Any advice from any advisers if applicable. 

 

ASX Listing Rules 7.1A.4 and 3.10.5A 

When the Company issues additional securities pursuant to the resolution, it will give to ASX: 

1) a list of the allottees of the securities and the number of securities allotted to each allottee in 
accordance with ASX Listing Rule 7.1A.4; and 

2) the information required by the ASX Listing Rule 3.10.5A for release to the market. 

 

Voting exclusion: 

In accordance with ASX Listing Rule 14.11, the Company will disregard any votes in favour of the resolution by or on behalf of a 
person who is expected to participate in, or who will obtain a material benefit2 as a result of the proposed issue (except a benefit 
solely by reason of being a holder of ordinary securities in the Company) 3 

However, the Company need not disregard a vote if: 

(a) it is cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy form; or 

(b) it is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance with a direction 
on the proxy form to vote as the proxy decides. 

 

BOARD RECOMMENDATION 

The board of directors recommends that you vote in favour of this item. 

 

ITEM 6. Issue of shares to convert debt to equity (W.Y.) 

Background 

Item 6 seeks Shareholder approval for the issue of Shares in full and final satisfaction of certain debt of 
the Company to W.Y. International (Australia) Pty Ltd ACN 102 362 121 (‘W.Y.’). The Company’s debt 
owed to W.Y. are in the forms of loans and debt assignments due to unpaid directors’ fees. The relevant 
term sheet is contained in Schedule 2. 

 

Loans 

A summary of the Company’s debt to W.Y. is as follows: 

 Principal Interest 
Rate 

Date of 
agreement 

Drawdown 
date 

Maturity date 

W.Y. $300,000.00 
 

$200,000.00 

6% pa 
8% pa 
6% pa 

23-Sep-2016 
23-Feb-2018 
23-Sep-2016 

26-Sep-2016 
23-Feb-2018 
26-Sep-2016 

22-Feb-2018 
22-Feb-2019 
22-Feb-2018 

                                                           
2 The words “a person who may participate in the proposed issue” require more than the mere possibility that the person will participate in the proposed 
issue. For a person’s vote to be excluded in these circumstances, it must be known that that person will participate in the proposed issue. At the moment, The 
Company does not have specific intentions to issue any additional securities notwithstanding the increased capacity. 
3 Pursuant to footnote 1 and the Company’s non-intention to issue additional securities, Shareholders must consider the proposed resolution on the basis that 
the person whose vote shall be excluded may or may not get a benefit and that it is possible that their holding will be diluted. 



 

 
$200,000.00 
$250,000.00 
$250,000.00 

8% pa 
8% pa 
8% pa 
8% pa 

 

23-Feb-2018 
10-Mar-2017 
28-Sep-2017 
28-Sep-2017 

23-Feb-2018 
13-Mar-2017 
15-Mar-2018 
30-Jun-2018 

22-Feb-2019 
22-Feb-2019 
27-Sep-2018 
27-Sep-2018 

Figure 2 

 

The purpose of the loans was to provide the Company with financial support so that the Company was 
able to continue as a going concern. Alternative options to related party loans were not available 
because attempts to raise capital through private placements and non-related party loans were 
unsuccessful. In particular, low commodity prices and the Company’s limited financial position have 
limited the Company’s fundraising capability 

An independent expert’s report for the purpose of section 611 of the Act is contained in Schedule 4. 

Shareholder approval was not obtained under Chapter 2E of the Act because the loans were entered 
into at arm’s length and the Company relied on section 210(a) of the Act. 

Importantly, if the loans were not approved, there would be a material uncertainty about the 
Company’s ability to continue as a going concern. 

Admittedly, the Company is yet to adopt policies and procedures in relation to related party 
arrangements. However, the loans were on arm’s length terms given that the stubbornly low 
commodity price and the Company’s precarious financial position have combined to limit the 
Company’s fund raising capability. 

 The following factors in particular have been considered: 

1) the principals were set at a moderate level to provide the Company with sufficient working 
capital; 

2) the loans were not secured against any of the Company’s assets; 

3) the timetable for repayments indicated that the loans were extended to meet the Company’s 
imminent working capital needs. 

 

Debt assignments 

The original debts were incurred as a result of unpaid director’s fees to Wang and Yu. By transferring the 
debts and through the satisfactions of the debts through the above transaction, the Company is able 
to retain its liquidity and relieves itself of unpaid debts. The Company had been unsuccessful in raising 
capital through private placements and non-related party loans to satisfy the debts. 

The material terms of the debt assignments are set out in the table below: 

Debt Nature Period Assignor Assignee 
$74,000.00 Director fee The year of 2017 Yu W.Y. 
$74,000.00 Director fee The year of 2018 Yu W.Y. 
$29,150.00 Director fee The year of 2019 

(up and including the date of the AGM) 
Yu W.Y. 

$74,000.00 Director fee The year of 2017 Wang W.Y. 
$74,000.00 Director fee The year of 2018 Wang W.Y. 
$29,150.00 Director fee The year of 2019 

(up and including the date of the AGM) 
Wang W.Y. 

Figure 5 

 

Impacts and consequences – capital structure 

If Shareholder approval is obtained, the Company will issue Shares at a price of $0.003 per Share being 
the volume weighted average market price of the Company’s Shares calculated over the 15 trading 
days on which trades were recorded immediately before 18 Oct 2018 the date on which the price is 
agreed for the purpose of converting all of the above debts into equity. 



 

The Company’s capital structure as at 16 November is as follows: 

Name Number of Shares 
held 

Percentage of 
issued Shares (%) 

JIANBING ZHANG 277,546,752 21.86 
WY AUSTRALIA INVESTMENT PTY LTD 249,952,507 19.69 
XIAOJING WANG 236,120,663 18.60 
CHAO MA 66,666,600 5.25 
SHANDONG GOLD PTY LTD 61,072,709 4.81 
XINHUA GENG 33,333,300 2.63 
EVER RESOURCES PTY LTD 26,666,667 2.10 
RYL NOMINEES PTY LTD 21,298,092 1.68 
MR FANGFA HAN 20,091,351 1.58 
MIGHTY INVESTMENT PTY LTD 14,872,973 1.17 
J P MORGAN NOMINEES AUSTRALIA LIMITED 13,943,526 1.10 
ROBERT MCLENNAN 13,500,000 1.06 
STREAMFO INTERNATIONAL COMPANY LTD 12,500,000 0.98 
W ASSETS GROUP LIMITED 12,500,000 0.98 
MR CHER TZE HANG MATTHIAS 11,250,000 0.89 
KENG CHUEN THAM 11,250,000 0.89 
BEST EXPAND INVESTMENTS LIMITED 10,500,000 0.83 
MR XIAOJING WANG 10,449,968 0.82 
ABUNDANT WISDOM LTD 9,375,000 0.74 
COMSEC NOMNIEES PTY LIMITED 6,759,722 0.53 

Figure 3 

 

It should be noted by the Shareholders, pursuant to section 12(2)(c) of the Act, that Ms. Jia YU, W Y 
Australia Investment Pty Ltd, W.Y. and Ever Resources Pty Ltd are Wang’s associates, whereas Wang, Ms 
Jia Yu, W Y Australia Investment Pty Ltd and Ever Resources Pty Ltd are associate of W.Y. 

Should Items 6 and 7 be passed, the new Company capital structure shall be as follows: 

Name Number of Shares 
held 

Percentage of 
issued Shares (%) 

W.Y. International (Australia) Pty Ltd 563,844,803 30.57 
JIANBING ZHANG 277,546,752 15.06 
W Y AUSTRALIA INVESTMENT PTY LTD 249,952,507 13.57 
XIAOJING WANG 236,120,663 12.81 
CHAO MA 66,666,600 3.62 
SHANDONG GOLD PTY LTD 61,072,709 3.31 
XINHUA GENG 33,333,300 1.81 
EVER RESOURCES PTY LTD 26,666,667 1.45 
RYL NOMINEES PTY LTD 21,298,092 1.16 
MR FANGFA HAN 20,091,351 1.09 
MIGHTY INVESTMENT PTY LTD 14,872,973 0.81 
J P MORGAN NOMINEES AUSTRALIA LIMITED 13,943,526 0.76 
ROBERT MCLENNAN 13,500,000 0.73 
STREAMFO INTERNATIONAL COMPANY LTD 12,500,000 0.68 
W ASSETS GROUP LIMITED 12,500,000 0.68 
MR CHER TZE HANG MATTHIAS 11,250,000 0.61 
KENG CHUEN THAM 11,250,000 0.61 
BEST EXPAND INVESTMENTS LIMITED 10,500,000 0.57 
MR XIAOJING WANG 10,449,968 0.57 



 

NEW CHINA PTY LTD AFT THE WANG FAMILY TRUST 9,800,000 0.53 
Figure 4 

 

Impacts and consequences – voting power 

Specifically, the table below identifies the impact on the maximum voting powers of W.Y., Wang and 
Yu after the passing of the resolutions: 

      Current %  After resolution % 

W.Y.      0   30.57 

Wang and Yu (through their controls of  41.74   59.32 

W.Y., W Y Australia Investments, Ever  

Resources Pty Ltd and his own Shares)         

 

Impacts and consequences – disadvantages 

The disadvantages of the approving the resolution are as follows: 

1) Control effect: 

Yu and Wang will be able to collectively pass ordinary resolutions, and control the composition 
of the Company’s board. 

 

2) Dilutionary effect: 

The interests of the Non-Associated Shareholders will be diluted from 58.26% to 40.68%. 

 

3) Deterrence effect: 

The presence of significant shareholding of Wang and his associates and Yu both reduces the 
liquidity of the Company’s share trading and the likelihood that the Company will be the target 
of potential takeover bids. 

 

Listing Rules 10.11 

Exception 14 of Listing Rule 7.2 provides that where shareholder approval is obtained under Listing Rule 
10.11, additional shareholder approval is not required under Listing Rule 7.1. Listing Rule 10.11 provides 
that an entity must not issue, or agree to issue, equity securities to a related party without the approval 
of its shareholders. 
 
With reference to section 228 of the Act, a ‘related party’ of the Company includes the directors of the 
Company, and any entities that the directors control. W.Y. is controlled by Wang and Yu, the Directors 
of the Company, and therefore are related parties. 
 
The following information is provided in accordance with Listing Rule 10.13: 

1. The Shares the subject of this Resolution will be issued to W.Y. 
2. If this Resolution is passed, the Company will issue to W.Y. 563,244,803 Shares. 
3. The price at which the Shares will be issued is $0.003 per share. 
4. The Company intends issuing the Shares as soon as practicable following the date of the 2018 

Annual General Meeting and in any event, not later than one month from the date of the 
meeting. 

5. The Shares will be issued on the same terms as, and rank pari passu with, the existing issued 
Shares of the Company. 

6. As the Shares will be issued in satisfaction of moneys owing, there will be no fresh funds raised 
from the issue of the Shares. 



 

 
Chapter 2E of the Act 
Part 2E.1 of the Act regulates the provision of ‘financial benefits’ by a public company and entities 
controlled by the public company to related parties of the public company. By section 208(1) of the 
Act, the public company can only give a ‘financial benefit’ to a ‘related party’ if it obtains the 
approval of its shareholders in accordance with the procedures set out in Part 2E.1 of the Act. With 
reference to section 228 of the Act, a ‘related party’ of the Company includes the directors of the 
Company, and any entities that the directors control. W.Y. is controlled by Wang and Yu, the directors 
of the Company, and therefore are related parties. 
 
The following information is provided in accordance with Chapter 2E of the Act: 

1. W.Y., as an entity controlled by Wang and Yu, the directors of the Company, is a related party. 
2. The nature of the financial benefit is the issue of ordinary shares of the Company to W.Y. 
3. The Directors of the Company do not wish to make a recommendation to shareholders about 

this Resolution. Wang and Yu are the directors of W.Y. and Yu is the spouse of Wang.  
4. For the same reasons stated above, both directors of the Company have an interest in the 

outcome of this Resolution. 
5. Please refer to the ‘Background’ section, the summary of the material terms of the debt 

conversion agreements and the independent expert report for other information that is 
reasonably required by shareholders to decide whether or not it is in the Company’s interest to 
pass this Resolution and that is known to the Company or any of its directors. 

 
Section 611, Item 7 of the Act 
Section 606 of the Act prohibits a person from acquiring a relevant interest in issued voting shares in a 
company, if as a result of the acquisition; any person’s voting power in the company would increase 
from: 

(a) 20% or below to more than 20%; or 
(b) a starting point that is above 20% and below 90%. 

 
Section 611, Item 7 of the Act allows a person to acquire a relevant interest in shares that would 
otherwise be prohibited under section 606 if the proposed acquisition is approved in advance by a 
resolution passed at a general meeting of the company; and 

(a) no votes are cast in favour of the resolution by the proposed acquirer or its associates; 
(b) there was full disclosure of all information that was known to the proposed acquirer or its 

associates that was material to a decision on how to vote on the resolution. 
 
The following information is provided in accordance with section 611, Item 7 of the Act: 

1. W.Y. is proposing to make the acquisition. 
2. As a result of the acquisition and assuming that items 6 and 7 are all passed, the maximum 

voting power of W.Y. would increase from 0% to 30.57%.  
3. As a result of the acquisition and assuming items 6 and 7 passed, the maximum voting power of 

the associates of W.Y. including W Y Australia Investment, Mr Xiaojing Wang, Ever Resources Pty 
Ltd, and Yu would increase from 41.74% to 59.32%. 

4. Please refer to the summary of the material terms of the debt conversion agreements and the 
independent expert’s report for other information known to the person proposing to make the 
acquisition or known to the company, that was material to the decision on how to voting on 
the resolution. 

 
RG 74.25(e)(ii) of the ASIC Regulatory Guide 74 
W.Y. and its associate intend to inject further capital into the Company to support the Company’s 
continued exploration of its current mineral assets if it is needed to meet on going concern 
requirements and no other source of funding is available.  
 
RG 74.25(f) of the ASIC Regulatory Guide 74 
W.Y. and its associate do not intend to significantly change the financial or dividend distribution policy 
of the Company. 

 

Voting exclusion: 

Shareholders should note that the Company will disregard any votes cast in favour on this Resolution 6 by Xiaojing WANG and Jia YU 
(and their associates including WYA and Ever Resources Pty Ltd), who through their controls of W.Y. can benefit directly from the 
increased voting power of the Resolution as well as any other person who may benefit from this Resolution. 



 

However, the Company will not disregard the vote if: 

(a) it is cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy form; or 

(b) it is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance with a direction 
on the proxy form to vote as the proxy decides. 

 

ITEM 7. Issue of shares to convert debt to equity (New China) 

Background 

Item 7 seeks Shareholder approval for the issue of Shares in full and final satisfaction of certain debt of 
the Company to New China Pty Ltd ACN 128 301 593 (‘New China’). The relevant term sheet is 
contained in Schedule 3. 

The original debts were incurred as a result of unpaid director’s fees to Jun. By transferring the debts 
and through the satisfactions of the debts through the above transaction, the Company is able to 
retain its liquidity and relieves itself of unpaid debts. The Company had been unsuccessful in raising 
capital through private placements and non-related party loans to satisfy the debts. 

The material terms of the agreement are set out in the table below: 

Debt Nature Period Assignor Assignee 
$17,400.00 Director fee The year of 2018 Jun New China 
$12,000.00 Director fee The year of 2019 

(up and including the date of the AGM) 
Jun New China 

Figure 6 

 

Listing Rules 10.11 

Exception 14 of Listing Rule 7.2 provides that where shareholder approval is obtained under Listing Rule 
10.11, additional shareholder approval is not required under Listing Rule 7.1. Listing Rule 10.11 provides 
that an entity must not issue, or agree to issue, equity securities to a related party without the approval 
of its shareholders. 
 
With reference to section 228 of the Act, a ‘related party’ of the Company includes the directors of the 
Company, and any entities that the directors control. New China is controlled by Jun; Jun is a Director 
of the Company; they are therefore related parties.  
 
The following information is provided in accordance with Listing Rule 10.13: 

1. The Shares the subject of this Resolution will be issued to New China. 
2. If this Resolution is passed, the Company will issue to New China 9,800,000 Shares. 
3. The price at which the Shares will be issued is $0.003 per share. 
4. The Company intends issuing the Shares as soon as practicable following the date of the 2018 

Annual General Meeting and in any event, not later than one month from the date of the 
meeting. 

5. The Shares will be issued on the same terms as, and rank pari passu with, the existing issued 
Shares of the Company. 

6. As the Shares will be issued in satisfaction of moneys owing, there will be no fresh funds raised 
from the issue of the Shares. 

 
Chapter 2E of the Act 
Part 2E.1 of the Act regulates the provision of ‘financial benefits’ by a public company and entities 
controlled by the public company to related parties of the public company. By section 208(1) of the 
Act, the public company can only give a ‘financial benefit’ to a ‘related party’ if it obtains the 
approval of its shareholders in accordance with the procedures set out in Part 2E.1 of the Act. With 
reference to section 228 of the Act, a ‘related party’ of the Company includes the directors of the 
Company, and any entities that the directors control. New China is controlled by Jun, a Director of the 
Company, and therefore are related parties. 
 
The following information is provided in accordance with Chapter 2E of the Act: 

1. New China, as an entity controlled by Jun, a Director of the Company, is a related party. 
2. The nature of the financial benefit is the issue of ordinary shares of the Company to New China. 



 

3. The Directors of the Company do not wish to make a recommendation to shareholders about 
this Resolution. Jun is a director of New China.  

4. For the same reasons stated above, Jun has an interest in the outcome of this Resolution. 
5. Please refer to the ‘Background’ section, the summary of the material terms of the debt 

conversion agreements and the independent expert report for other information that is 
reasonably required by shareholders to decide whether or not it is in the Company’s interest to 
pass this Resolution and that is known to the Company or any of its directors. 

 

Voting exclusion: 

Shareholders should note that the Company will disregard any votes cast in favour on this Resolution 7 by Jun WANG, who will benefit 
from this Resolution. 

However, the Company will not disregard the vote if: 

(c) it is cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy form; or 

(d) it is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance with a direction 
on the proxy form to vote as the proxy decides. 

 

DECLARATION 

Other than the information above and otherwise in this Explanatory Memorandum, the Company 
believes that there is no other information that would be reasonably required by Shareholders in order 
to decide whether or not it is in the Company’s shareholder’s best interests to pass the Resolution herein. 

  



 

Australia United Mining Limited 
ACN 126 540 547 

Schedule 1 – Definitions 
 

In the Notice of Meeting, words importing the singular include the plural and vice versa. 

Act means the Corporations Act 2001 (Cth); 

Annual Report means the report for the financial year ending on 30 June 2017 that is available at 
http://australiaunitedmining.com.au/ and http://www.asx.com.au/asxpdf/20171002/pdf/43mvyqn575cygz.pdf. 

ASX means the ASX Limited (ABN 98 008 624 691) and where the context permits the Australian Securities Exchange operated by ASX 
Limited; 

Company means Australia United Mining Limited ACN 126 540 547 (ASX: AYM); 

Constitution means the constitution of the Company as at the date of the Meeting; 

Director means a director of the Company; 

Explanatory Memorandum means the explanatory memorandum attached to the Notice of Meeting; 

Meeting means the meeting the subject of the Notice of Meeting; 

Notice of Meeting means this notice of meeting dated 16 November 2018; 

Proxy Form means the proxy form attached to this Notice of Meeting; 

Resolution means a Resolution contained in this Notice of Meeting; 

Shares means shares of the Company. 
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Schedule 2 – W.Y. 

Debt Conversion Agreement term sheet 

(Non-binding and subject to formal legal 
contracts) 

 
 
Parties 

Australia United Mining Limited ABN 35 126 540 547 (‘the Company’) 

AND 

W.Y. International (Australia) Pty Ltd ABN 73 102 362 121 (‘W.Y.’) 

Amounts 
Converted 

A$ 1,689,734.41 

Conversion 
Price 

The conversion price is fixed at A$0.003 per share being the closing 

price the day before the conversion price been decided and the volume 

weighted average market price, calculated over the last 15 days before 

the date when the conversion price been decided. 

Shares Issued 563,244,803 

Terms of Shares 
Issued 

The shares are issued on the same terms as, and rank pari passu with 

ordinary shares of the Company currently on issue and will be quoted on 

ASX. 

Condition 
precedent 

The conversion is subject to shareholders’ approval by way of ordinary 
resolution in the 2018 General Meeting of the Company. 

 

Assumptions 

Financial assumptions on which the price was prepared: 
 Net assets of the Company: $1,071,833 (as on 30 Sep 2018); 

 Closing price when the day before the conversion price been decided: 
$0.003. 

 the volume weighted average market price, calculated over the last 15 
days before the date when the conversion price been decided. 

 

Representations and 
Warranties 

W.Y. makes the following representations and warranties: 
 The Company and W.Y. have a genuine and valid creditor-debtor 

relationship. 

 The outstanding debts to be converted are genuine and valid. 

Timetable The conversion shall be effected not more than one month after the 

condition precedent is met. 
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Schedule 3 – New China 

Debt Conversion Agreement term sheet 

(Non-binding and subject to formal legal 
contracts) 

 
 
Parties 

Australia United Mining Limited ABN 35 126 540 547 (‘the Company’) 

AND 

New China Pty Ltd AFT The Wang Family Trust ABN 75 806 608 875 (‘New 
China’) 

Amounts 
Converted 

A$ 29,400 

Conversion 
Price 

The conversion price is fixed at A$0.003 per share being the closing 

price the day before the conversion price been decided and the volume 

weighted average market price, calculated over the last 15 days before 

the date when the conversion price been decided. 

Shares Issued 9,800,000 

Terms of Shares 
Issued 

The shares are issued on the same terms as, and rank pari passu with 

ordinary shares of the Company currently on issue and will be quoted on 

ASX. 

Condition 
precedent 

The conversion is subject to shareholders’ approval by way of ordinary 
resolution in the 2018 General Meeting of the Company. 

 

Assumptions 

Financial assumptions on which the price was prepared: 
 Net assets of the Company: $1,071,833 (as on 30 Sep 2018); 

 Closing price when the day before the conversion price been decided: 
$0.003. 

 the volume weighted average market price, calculated over the last 15 
days before the date when the conversion price been decided. 

 

Representations and 
Warranties 

New China makes the following representations and warranties: 
 The Company and New China have a genuine and valid creditor-

debtor relationship. 

 The outstanding debts to be converted are genuine and valid. 

Timetable The conversion shall be effected not more than one month after the 

condition precedent is met. 
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Schedule 4 – Section 611 Expert Report 
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Level 11, 1 Margaret St 
SYDNEY NSW 2000 
Australia 

This Financial Services Guide is issued in relation to an independent expert’s report (“Report” or “IER”) prepared by 
BDO Corporate Finance (East Coast) Pty Ltd (ABN 70 050 038 170) (“BDOCF”) at the request of the directors (“Directors”) of 
Australia United Mining Limited (“AUML” or the “Company”). 

Engagement 

The IER is intended to accompany the Explanatory 
memorandum (“Transaction Document”) required to be 
provided to the shareholders of AUML (“Shareholders”) 
who are entitled to vote on the proposed issue of ordinary 
shares of AUML to W.Y. International (Australia) Pty Ltd 
(“WYI”) and New China Pty Ltd.  

Financial Services Guide 

BDOCF holds an Australian Financial Services Licence 
(License No: 247420) (“Licence”). As a result of our IER 
being provided to you BDOCF is required to issue to you, as 
a retail client, a Financial Services Guide (“FSG”). The FSG 
includes information on the use of general financial product 
advice and is issued so as to comply with our obligations as 
holder of an Australian Financial Services Licence. 

Financial services BDOCF is licensed to provide 

The Licence authorises BDOCF to provide reports for the 
purposes of acting for and on behalf of clients in relation to 
proposed or actual mergers, acquisitions, takeovers, 
corporate restructures or share issues, to carry on a 
financial services business to provide general financial 
product advice for securities and certain derivatives 
(limited to old law securities, options contracts and 
warrants) to retail and wholesale clients. 

BDOCF provides financial product advice by virtue of an 
engagement to issue the IER in connection with the issue of 
securities of another person. 

Our IER includes a description of the circumstances of our 
engagement and identifies the party who has engaged us. 
You have not engaged us directly but will be provided with 
a copy of our IER (as a retail client) because of your 
connection with the matters on which our IER has been 
issued. 

Our IER is provided on our own behalf as an Australian 
Financial Services Licensee authorised to provide the 
financial product advice contained in the IER. 

General financial product advice 

Our IER provides general financial product advice only, and 
does not provide personal financial product advice, 
because it has been prepared without taking into account 
your particular personal circumstances or objectives (either 
financial or otherwise), your financial position or your 
needs. 

Some individuals may place a different emphasis on various 
aspects of potential investments and therefore, individuals 
should seek independent advice. 

Benefits that BDOCF may receive 

BDOCF will receive a fee based on the time spent in the 
preparation of the IER in the amount of approximately 
$15,910 (excluding GST). BDOCF will not receive any fee 
contingent upon the outcome of the Proposed Transaction, 
and accordingly, does not have any pecuniary or other 
interests that could reasonably be regarded as being 
capable of affecting its ability to give an unbiased opinion 
in relation to the Proposed Transaction.  

Remuneration or other benefits received by our 
employees 

All our employees receive a salary. Employees may be 
eligible for bonuses based on overall productivity and 
contribution to the operation of BDOCF or related entities 
but any bonuses are not directly connected with any 
assignment and in particular are not directly related to the 
engagement for which our IER was provided. 

Referrals 

BDOCF does not pay commissions or provide any other 
benefits to any parties or person for referring customers to 
us in connection with the reports that BDOCF is licensed to 
provide. 

Associations and relationships 

BDOCF is the licensed corporate finance arm of BDO East 
Coast Partnership, Chartered Accountants and Business 
Advisers. The directors of BDOCF may also be partners in 
BDO East Coast Partnership, Chartered Accountants and 
Business Advisers. 

BDO East Coast Partnership, Chartered Accountants and 
Business Advisers is comprised of a number of related 
entities that provide audit, accounting, tax and financial 
advisory services to a wide range of clients. 

BDOCF’s contact details are as set out on our letterhead. 

BDOCF is unaware of any matter or circumstance that 
would preclude it from preparing the IER on the grounds of 
independence under regulatory or professional 
requirements. In particular, BDOCF has had regard to the 
provisions of applicable pronouncements and other 
guidance statements relating to professional independence 
issued by Australian professional accounting bodies and 
Australian Securities and Investments Commission (“ASIC”). 

Complaints resolution 

As the holder of an Australian Financial Services Licence, 
we are required to have a system for handling complaints 
from persons to whom we provide financial product advice. 
All complaints must be in writing, addressed to 
The Complaints Officer, BDO Corporate Finance (East 
Coast) Pty Ltd, Level 11, 1 Margaret Street, Sydney NSW 
2000. 

On receipt of a written complaint we will record the 
complaint, acknowledge receipt of the complaint and seek 
to resolve the complaint as soon as practical. If we cannot 
reach a satisfactory resolution, you can raise your concerns 
with the Financial Ombudsman Service Limited (“FOS”). 
FOS is an independent body established to provide advice 
and assistance in helping resolve complaints relating to the 
financial services industry. BDOCF is a member of FOS. FOS 
may be contacted directly via the details set out below. 
Financial Ombudsman Service Limited 
GPO Box 3 
Melbourne VIC 3001 
Toll free:  1300 78 08 08 
Email:  info@fos.org.au
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Dear Directors 

INDEPENDENT EXPERT’S REPORT IN RELATION TO THE PROPOSED CONVERSION OF RELATED PARTY DEBT TO 

ORDINARY SHARES IN AUSTRALIA UNITED MINING LIMITED 

Introduction 
Australia United Mining Limited (“AUML” or the “Company”) has entered into a debt conversion agreement term 
sheet (“Debt Conversion Agreement”) in relation to the conversion of $1.7m debt owing to W.Y. International 
(Australia) Pty Ltd and $29.4k debt owing to New China Pty Limited (“Related Parties”) into ordinary shares of 
AUML (“Proposed Transaction”). 

Subject to shareholder approval, AUML has proposed to convert debt owing to the Related Parties into 573,044,803 
ordinary shares of AUML at a conversion price of $0.003 per share (“Conversion Price”). As a result of the 
Proposed Transaction, the shareholding interests of Directors, Mr Xiaojing Wang (“Mr Wang”) (through his direct 
holdings and holdings through associated parties) and Mr Jun Wang in AUML will increase from 41.74% to 59.32% 
and from nil to 0.53%, respectively. 

BDO Corporate Finance (East Coast) Pty Ltd (ABN 70 050 038 170) (“BDOCF”, we, us or our) has been engaged by 
the Directors to prepare an independent expert’s report (“Report” or “IER”) setting out our opinion as to whether 
the Proposed Transaction is fair and reasonable to the shareholders at AUML whose votes are not to be disregarded 
in voting on the resolutions relating to the Proposed Transaction (“Non-Associated Shareholders”). 

Pursuant to Section 611 item 7 of the Corporations Act 2001 Cth (“Corporations Act” or “the Act”), Chapter 2E of 
the Act and the Chapter 10 of the ASX Listing Rules, the purpose of the IER is to accompany the Notice and the 
Transaction Document being provided to the Shareholders. Further, IER will assist the Directors in fulfilling their 
obligation to provide Shareholders with full and proper disclosure so as to enable them to assess the merits of the 
Proposed Transaction and to assist them in their voting consideration. 

Full details of the Proposed Transaction are set out in the Notice of Meeting and Explanatory Memorandum 
(“Transaction Documents”) required to be provided to the Shareholders of AUML (“Shareholders”). 

PURPOSE OF THE REPORT 

The Directors have engaged us to prepare a Report in relation to the Proposed Transaction to satisfy the 
requirements of:  

 Section 611 of the Act. 

 Chapter 10 of the ASX Listing Rules 

 Chapter 2E of the Act 

The regulatory requirements relevant to this IER are summarised below. 

Section 611 of the Act  

If the Proposed Transaction is approved and implemented, the shareholding interests of Mr Wang (through his 
direct holdings and holdings through related parties) in AUML will increase from 41.74% to 59.32%.  

Section 606 of the Act expressly prohibits transactions that result in a person or entity that, with their associates, 
increases their voting power from: 
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 20% or below to more than 20%; or 

 A point that is above 20% and below 90%, 

without making a full takeover offer to all shareholders or otherwise falling within another exception (such as 
Section 611 of the Act). 

Item 7 of Section 611 of the Act provides an exception to the prohibition on the basis that the acquisition is 
approved by resolution at a general meeting.  

While Section 611 does not explicitly state that an expert’s opinion is required in relation to the Proposed 
Transaction, regulatory guidance issued by ASIC states that it is the Directors’ obligation to provide shareholders 
with full and proper disclosure to enable them to assess the merits of a proposed transaction for the purpose of 
assisting them to decide whether to approve any resolutions relating to the transaction. This obligation may be 
satisfied by commissioning an independent expert’s report on whether the proposed transaction is “fair and 
reasonable” to Non-Associated Shareholders. 

The Non-Associated Shareholders are those shareholders in AUML whose votes are not to be disregarded in voting 
on the resolutions relating to the Proposed Transaction. 

Chapter 10 of the ASX Listing Rules 

The Proposed Transaction is subject to the provisions of the ASX Listing Rules. 

ASX Listing Rule 10.11 requires that a Company must obtain shareholders’ approval before it issues equity 
securities to a related party or a person whose relationship with the company or a related party of the company is, 
in ASX’s opinion, such that approval should be obtained. 

Mr Wang, Ms Yu and Mr Jun Wang are directors of AUML and are consequently related parties of the Company 
within the definition set out in ASX Listing Rule 19.12. WYI and New China Pty Ltd are also considered related 
parties of the Company as the Directors has the power to control the votes of the shares held by these entities. 

Regulatory guidance issued by the Australian Securities and Investments Commission (“ASIC”) states that it is the 
Directors’ obligation to provide shareholders with full and proper disclosure to enable them to assess the merit of 
the Proposed Transaction and to decide whether to agree by resolution to the Proposed Transaction. This 
obligation may be satisfied by commissioning an independent expert report on whether the proposed transaction is 
“fair and reasonable” to the Non-Associated shareholders.  

ASX Listing Rule 10.10 requires AUML to issue to its Shareholders an independent expert report prior to obtaining 
shareholder approval for the Proposed Transaction. 

The report must state the expert’s opinion as to whether the transaction is fair and reasonable from the 
perspective of shareholders whose votes are not to be disregarded. The expert’s opinion must be displayed 
prominently in the notice of meeting sent to the Shareholders and on the covering page of any accompanying 
documents. 

Chapter 2E of the Act 

Section 208 of Chapter 2E of the Act requires a Company to seek shareholder approval before giving a financial 
benefit to a related party unless the benefit falls within an exception provided for in Section 210 of the Act. 

Regulatory guide 76: Related party transactions (“RG 76”) states that it is necessary for entities to include a 
valuation from an independent expert with a notice of meeting for member approval under Chapter 2E of the Act, 
where: 

 The financial benefit is difficult to value; 

 The transaction is significant from the point of view of the entity; or 

 The independent directors do not have the expertise or resources to provide independent advice to 
members about the value of the financial benefit.  

We note that the Proposed Transaction may result in financial benefits being provided to WYI and New China Pty 
Ltd, which are the entities being controlled by the Directors. 
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APPROACH 

In preparing our IER, we have considered the requirements of: 

 RG 76: Related party transactions; 

 RG 111: Content of Expert Reports; and 

 RG 112: Independence of Experts 

RG 111 establishes guidelines in respect of independent expert reports under the Corporations Act. This regulatory 
guide provides guidance as to what matters an independent expert should consider to assist shareholders to make 
informed decisions about transactions. 

RG 111 states that there should be a separate assessment of fairness and reasonableness. 

Fairness 

RG 111.11 indicates that an offer is ‘fair’ if the value of the offer price or consideration is equal to or greater than 
the value of the securities subject to the offer. The value of the securities the subject of the offer is determined 
assuming:  

 A knowledgeable and willing, but not anxious, buyer and a knowledgeable and willing, but not anxious, 
seller acting at arm’s length.  

 100% ownership of the target company, irrespective of the percentage holding of the bidder or its 
associates in the target company 

Based on our interpretation of RG 111.11, we have compared: 

 The fair market value (“FMV”) of AUML share pre-transaction on a control basis (being the value of the 
securities the subject of the offer, per RG 111.11); and 

 The Conversion Price 

Reasonableness 

In accordance with paragraph 60 of RG 111, an offer is ‘reasonable’ if it is ‘fair’. It might also be ‘reasonable’ if, 
despite being ‘not fair’, the expert believes there are sufficient reasons to accept the offer. 

When deciding whether an offer is ‘reasonable’, factors an expert might consider include:  

 the financial situation and solvency of the entity; 

 the alternative options available to the entity; 

 the entity’s bargaining position; 

 whether there is selective treatment of any shareholder; and 

 any special value of the transaction to the purchaser 

Summary of Opinion 

We have considered the terms of the Proposed Transaction as outlined in the body of this Report and have 
concluded that the Proposed Transaction is fair and reasonable from the perspective of Non-Associated 
Shareholders. 

A summary of our analysis informing the above opinion is provided below. A summary of our analysis in forming the 
above opinion is provided below. 

Fairness Assessment 
We have formed our opinion in relation to fairness by comparing the:  

 Fair market value of AUML share before the Proposed Transaction (including a premium for control); and 

 Fair market value of AUML share after the Proposed Transaction on a minority basis 

The Proposed Transaction will be fair if the fair market value of AUML share after the Proposed Transaction on a 
minority basis is equal to or greater than the fair market value of AUML share before the Proposed Transaction 
(including a premium for control) 
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The result of our fairness analysis is summarised below. 

Table 1: Fairness assessment  

$ Section Low High 
Fair market value of a share in AUML prior to the Proposed 
Transaction (control basis) 5.1 0.00002 0.0009 

Fair market value of a share in AUML post the Proposed 
Transaction (minority basis) 5.2 0.0007 0.0013 

Variance  0.0006 0.0003 
 Source: BDOCF analysis  
 

Our analysis shows the value of an AUML share on a minority interest basis subsequent to the Proposed Transaction 
(incorporating the financial effects of the Proposed Transaction) to be in the range of $0.0007 to $0.0013 per 
share, which is greater than our assessment of the fair value of an AUML share on a controlling interest basis prior 
to the Proposed Transaction which is in the range of $0.00002 to $0.0009 per share. Hence, we conclude that the 
Proposed Transaction is fair to the Non-Associated Shareholders. 

Reasonableness Assessment 
In accordance with RG 111, an offer is reasonable if it is fair. On this basis, the Proposed Transaction is reasonable 
to Non-Associated Shareholders. 

We have set out below a summary of reasonableness factors we consider relevant in assisting the Non-Associated 
Shareholders in deciding whether or not to vote in favour of the Proposed Transaction. 

Advantages of approving the Proposed Transaction 

We consider the following to be advantages of approving the Proposed Transaction: 

 The Proposed Transaction is fair: We have assessed the Proposed Transaction to be “fair”; 

 Strengthening of the Company’s balance sheet: A reduction in debts from the conversion of loan will 
improve the net assets of AUML. 

 Major shareholder support: Following the completion of the Proposed Transaction, Mr Wang (through his 
direct and related party holdings) will hold 59.32% of AUML’s issued shares. Management has advised us that 
Mr Wang will continue to support AUML’s continued exploration of its mineral assets following completion of 
the Proposed Transaction.  

Disadvantages of approving the Proposed Transaction 

We consider the following to be disadvantages of approving the Proposed Transaction:  

 Non-Associated Shareholders’ interests in the Company will be diluted: By approving the Proposed 
Transaction the interests of the Non-Associated Shareholders will be diluted from 58.26% to 40.1%. 

 Potential lower liquidity of shares: The Proposed Transaction will result in Mr Wang’s combined interest of 
59.32% in AUML. The presence of such significant shareholdings generally reduces the liquidity of a 
Company’s share trading and reduces the likelihood that the Company will be the target of any potential 
takeover activity. 

AUML appears to have very little access to funding at this point in time. Capital raising for early stage gold 
exploration projects, such as AUML, is very challenging in the current economic environment. This view is 
corroborated by the findings of Geos Mining’s valuation of AUML’s exploration and evaluation assets. 

The conversion of related party debts to equity will strengthen AUML’s balance sheet and one of the existing 
directors has indicated further support will be available for AUML to continue to develop its exploration and 
evaluation assets. 
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Other Matters 

Shareholders’ individual circumstances 

Our analysis has been undertaken, and our conclusions are expressed at an aggregate level. Accordingly, BDOCF 
has not considered the effect of the Proposed Transaction on the particular circumstances of individual 
shareholders. Some individual shareholders may place a different emphasis on various aspects of the Proposed 
Transaction from those adopted in this IER. Accordingly, individual shareholders may reach different conclusions as 
to whether or not the Proposed Transaction gives a fair value in their individual circumstances. 

The decision of an individual shareholder in relation to the Proposed Transaction may be influenced by their 
particular circumstances and accordingly the Non-Associated Shareholders are advised to seek their own 
independent advice. 

The decision to object to vote in favour of the Proposed Transaction is a matter for the Non-Associated 
Shareholders to consider based on their expectations as to the expected value, future prospects and market 
conditions. The Non-Associated Shareholders should carefully consider the Transaction Documents. Non-Associated 
Shareholders who are in doubt as to the action they should take in relation to the Proposed Transaction should 
consult their professional adviser. 

Current Market Conditions 

Our opinion is based on economic, market, and other conditions prevailing at the date of this IER. Such conditions 
can change significantly over relatively short periods of time. 

Changes in those conditions may result in any valuation or other opinion becoming quickly outdated and in need of 
revision. We reserve the right to revise any valuation or other opinion, in light of material information existing at 
the date of this Report that subsequently becomes known to us. 

Sources of Information 

Appendix 2 to the IER sets out details of information referred to and relied upon by us during the course of 
preparing this IER and forming our opinion. 

As the assets of AUML primarily comprise exploration and evaluation assets, in accordance with ASIC Regulatory 
Guide 112 we have utilised the services of the mineral valuation firm GM Minerals Consultants Pty Ltd (“Geos 
Mining”) for the purpose of valuing the exploration and evaluation assets held by AUML. 

The statements and opinions contained in this IER are given in good faith and are based upon our consideration and 
assessment of information provided by AUML. 

Under the terms of our engagement, AUML agreed to indemnify the partners, directors and staff (as appropriate) 
of BDO East Coast Partnership and BDOCF and their associated entities, against any claim, liability, loss or 
expense, costs or damage, arising out of reliance on any information or documentation provided by AUML which is 
false or misleading or omits any material particulars, or arising from failure to supply relevant information. 

Limitations 

This IER has been prepared at the request of the Directors to accompany the Transaction Documents to be sent to 
the Shareholders.  

Accordingly, this IER and the information contained herein may not be relied upon by anyone other than the 
Shareholders without our written consent. We accept no responsibility to any person other than the Directors and 
Shareholders in relation to this IER. 

This IER should not be used for any other purpose and we do not accept any responsibility for its use outside this 
purpose. Except in accordance with the stated purpose, no extract, quote or copy of our IER, in whole or in part, 
should be reproduced without our written consent, as to the form and context in which it may appear. 

We have consented to the inclusion of the IER within the Transaction Documents. Apart from this IER, we are not 
responsible for the contents of the Transaction Documents or any other document associated with the Proposed 
Transaction. We acknowledge that this IER may be lodged with regulatory authorities. 
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Summary 

This summary should be read in conjunction with the attached IER that sets out in full, the purpose, scope, basis 
of evaluation, limitations, information relied upon, analysis and our findings. 

Glossary 

Capitalised terms used in this Report have the meanings set out in the glossary. A glossary of terms used 
throughout this IER is set out in Appendix 1. 

Financial Services Guide 

BDOCF holds an Australian Financial Services Licence which authorises us to provide reports for the purposes of 
acting for and on behalf of clients in relation to proposed or actual mergers, acquisitions, takeovers, corporate 
restructures or unit issues. A financial services guide is attached to this IER. 

 

Yours faithfully 

BDO CORPORATE FINANCE (EAST COAST) PTY LTD 
 
 
 

 
Daniel Coote  

Director 
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 PURPOSE AND BACKGROUND 

1.1. Purpose of the Report 

We have been appointed by the Directors to prepare an IER setting out our opinion as to whether the 
Proposed Transaction is fair and reasonable from the perspective of the Non-Associated Shareholders. 

This report will accompany the Explanatory Memorandum and Notice of Meeting (“Transaction Document”) 
required to be provided to the Shareholders of AUML to assist them in voting of whether or not to approve 
the Proposed Transaction. 

A summary of the background to the terms of the Proposed Transaction is set out below. 

1.2. Background of the Proposed Transaction 

AUML (ASX:AYM) is a public company listed on the ASX engaged in the exploration and development of 
mineral properties in New South Wales (“NSW”) and Queensland (“QLD”). The Company primarily explores 

for gold, copper, silver and nickel ores.  

AUML and its wholly owned subsidiaries, Fortius Mines Pty Ltd and Icarus Mines Pty Ltd, hold a 100% 
registered interest in three granted mineral tenements in QLD and three granted exploration licences in 

NSW.  

The current directors of AUML are Mr. Xiaojing Wang (“Mr Wang”), Ms. Jia Yu (“Ms Yu”) and Mr. Jun Wang. 
Hence, Mr Wang, WYI and New China Pty Ltd are considered as related parties of AUML within the definition 

set out in ASX Listing Rule 19.12.  

As on 30 September 2018, AUML owed debts of $1.7m to WYI and $29.4k to New China Pty Ltd (collectively 

referred as “Related Party Debts”). We understand that;  

1. WYI is an entity which is wholly controlled by Mr Wang; and 

2. New China Pty Ltd is an entity wholly controlled by Mr Jun Wang  

AUML entered into a Debt Conversion Agreement in relation to the conversion of related party debts into 

ordinary shares of AUML at an offer price of $0.003 per share (“Proposed Transaction”). 

As a result of the Proposed Transaction, the shareholding interests of Mr Wang (through his direct holdings 
and holdings through related parties) and Mr Jun Wang in AUML will increase from 41.74% to 59.32% and 

from nil to 0.53%, respectively. 

The Proposed Transaction requires the approval of Non-Associated Shareholders pursuant to Section 611 

item 7 of the Corporations Act 2001 Cth, Chapter 2E of the Act and Chapter 10 of the ASX Listing Rules. 

We have been engaged by the Directors to prepare an IER to state whether or not, in our opinion, the terms 

of the Proposed Transaction, as outlined in the Transaction Documents, is fair and reasonable to the Non-

Associated Shareholders. A copy of the IER is to be included in the Transaction Documents. 

 

1.3. AUML Capital structure and shareholding prior to the Proposed Transaction 

As on the date of this report, AUML has 1,269,532,682 ordinary shares which are issued and outstanding. 
The following table summarises the shareholding of the Company as at the date of this Report. 
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Table 2: Shareholding prior to the Proposed Transaction 

Shareholder 
Shares 

number Ownership % 
Jianbing Zhang 277,546,752 21.86% 

WY Australia Investment Pty Ltd 249,952,507 19.69% 

Xiaojing Wang 246,570,631 19.42% 

Chao Ma 66,666,600 5.25% 

Shandong Gold Pty Ltd 61,072,709 4.81% 

Xinhua Geng 33,333,300 2.63% 

Jia Yu 6,666,667 0.53% 

Ever Resources Pty Ltd  26,666,667 2.10% 

  968,475,833 76.29% 

Others 301,056,849 23.71% 

Total shares 1,269,532,682 100% 

 Source: Management Information 
 

As the date of this Report, Mr Wang held relevant interests of 41.74% in the issued shares of AUML, as set 
out in the table below: 

Table 3: Mr Wang’s and Mr Jun Wang’s relevant interest in AUML prior to the Proposed Transaction 

Shareholder Shares number Ownership % 

Xiaojing Wang           246,570,631 19.42% 

WY Australia Investment Pty Ltd           249,952,507 19.69% 

Jia Yu              6,666,667 0.53% 

Ever Resources Pty Ltd             26,666,667 2.10% 

Mr Wang's relevant interest in AUML        529,856,472 41.74% 

Mr Jun Wang's relevant interest in AUML                       - nil 

 Source: Management Information 
 

1.4. Debt Conversion Agreement 

As at 30 September 2018, AUML owed debt amounting to $1.7m to WYI and $29.4k to New China Pty Limited 
(“Related Parties”) 

Further, subject to the Shareholders’ approval, AUML has entered into a Debt Conversion Agreement to 
convert debt owing to the Related Parties into ordinary shares of AUML at a price of $0.003 per share 
(“Conversion Price”).  

As a result, WYI will be issued 563,244,803 ordinary shares for the total debt of $1.7m and New China Pty 
Ltd will be issued 9,800,000 ordinary shares for the total debt of $29.4k owed by AUML. We understand that 
WYI and New China Pty Ltd are the entities wholly controlled by the Directors. Hence, as a result of the 
Proposed Transaction, shareholding interests of Directors, Mr Xiaojing Wang (“Mr Wang”) (through his 
direct holdings and holdings through associated parties) and Mr Jun Wang in AUML will increase from 41.74% 
to 59.32% and from nil to 0.53%, respectively. 
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1.5. AUML Capital structure post the Proposed Transaction 

The following table sets out AUML’s current and potential issued share capital assuming completion of the 
Proposed Transaction. 

Table 4: Shareholding post the Proposed Transaction 

Shareholder Shares 
number 

Issue of 
Conversion 

shares 

Shares 
number Ownership % 

W.Y. International (Australia) Pty Ltd - 563,244,803 563,244,803 30.57% 

Jianbing Zhang 277,546,752 - 277,546,752 15.06% 

WY Australia Investment Pty Ltd 249,952,507 - 249,952,507 13.57% 

Xiaojing Wang 246,570,631 - 246,570,631 13.38% 

Chao Ma 66,666,600 - 66,666,600 3.62% 

Shandong Gold Pty Ltd 61,072,709 - 61,072,709 3.31% 

Xinhua Geng 33,333,300 - 33,333,300 1.81% 

Jia Yu 6,666,667 - 6,666,667 0.36% 

Ever Resources Pty Ltd  26,666,667 - 26,666,667 1.45% 

New China Pty Ltd - 9,800,000 9,800,000 0.53% 

  968,475,833 573,044,803 1,541,520,636 83.66% 
Others 301,056,849 - 301,056,849 16.34% 

  1,269,532,682 573,044,803 1,842,577,485 100% 
 Source: Management Information 

 

Following the completion of the Proposed Transaction, Mr Wang’s interests (through his direct and related 
party holdings) in AUML’s shares will increase from 41.74% to 59.32% and Mr Jun Wang’s interest will 
increase from nil to 0.53%. 

Table 5: Mr Wang’s and Mr Jun Wang relevant interest in AUML post the Proposed Transaction 

Shareholder Shares number % Issue of 
Conversion shares Shares number %

W.Y. International (Australia) Pty 
Ltd - 0.00% 563,244,803 563,244,803 30.57% 

Xiaojing Wang 246,570,631 19.42% - 246,570,631 13.38% 

WY Australia Investment Pty Ltd 249,952,507 19.69% - 249,952,507 13.57% 

Jia Yu 6,666,667 0.53% - 6,666,667 0.36% 

Ever Resources Pty Ltd 26,666,667 2.10% - 26,666,667 1.45% 

Mr Wang's relevant interest in 
AUML 529,856,472 41.74% 563,244,803 1,093,101,275 59.32% 

Mr Jun Wang's relevant interest in 
AUML - nil 9,800,000 9,800,000 0.53% 

 Source: Management Information 

 

 
 SCOPE AND LIMITATIONS 

2.1. Scope 

The scope of the procedures we undertook in forming our opinion on whether the Proposed Transaction is 
fair and reasonable to the Non-Associated Shareholders has been limited to those procedures we believe are 
required in order to form our opinion. Our procedures did not include verification work nor constitute an 
audit or assurance engagement in accordance with Australian Auditing and Assurance Standards. 
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Our assessment involved determining the fair value of various securities, assets and liabilities. For the 
purposes of our opinion, the term fair market value is defined as the price that would be negotiated in an 
open and unrestricted market between a knowledgeable, willing, but not anxious purchaser and a 
knowledgeable, willing, but not anxious vendor, acting at arm’s length. 

2.2. Summary of Regulatory Requirements 

The Directors have engaged us to prepare a Report in relation to the Proposed Transaction to satisfy the 
requirements of:  

 Section 611 of the Act. 

 Chapter 10 of the ASX Listing Rules 

 Chapter 2E of the Act 

The regulatory requirements relevant to this IER are summarised below. 

2.2.1. Section 611 of the Act  

If the Proposed Transaction is approved and implemented, the shareholding interests of Mr Wang (through 
his direct holdings and holdings through related parties) in AUML will increase from 41.74% to 59.32%.  

Section 606 of the Act expressly prohibits transactions that result in a person or entity that, with their 
associates, increases their voting power from: 

 20% or below to more than 20%; or 

 A point that is above 20% and below 90%, 

without making a full takeover offer to all shareholders or otherwise falling within another exception 
(such as Section 611 of the Act). 

Item 7 of Section 611 of the Act provides an exception to the prohibition on the basis that the acquisition is 
approved by resolution at a general meeting.  

While Section 611 does not explicitly state that an expert’s opinion is required in relation to the Proposed 
Transaction, regulatory guidance issued by ASIC states that it is the Directors’ obligation to provide 
shareholders with full and proper disclosure to enable them to assess the merits of a proposed transaction 
for the purpose of assisting them to decide whether to approve any resolutions relating to the transaction. 
This obligation may be satisfied by commissioning an independent expert’s report on whether the proposed 
transaction is “fair and reasonable” to Non-Associated Shareholders. 

The Non-Associated shareholders are those shareholders in AUML whose votes are not to be disregarded in 
voting on the resolutions relating to the Proposed Transaction. 

2.2.2. Chapter 10 of the ASX Listing Rules 

The Proposed Transaction is subject to the provisions of the ASX Listing Rules. 

ASX Listing Rule 10.1 requires that a Company must obtain shareholders’ approval before it issues equity 
securities to a related party or a person whose relationship with the company or a related party of the 
company is, in ASX’s opinion, such that approval should be obtained. 

Mr Wang, Ms Yu and Mr Jun Wang are the directors of AUML and consequently related parties of the 
Company within the definition set out in ASX Listing Rule 19.12. WYI and New China Pty Ltd are also 
considered related parties of the Company as the Directors has the power to control the votes of the shares 
held by these entities. 

Regulatory guidance issued by the ASIC states that it is the Directors’ obligation to provide shareholders 
with full and proper disclosure to enable them to assess the merit of the Proposed Transaction and to 
decide whether to agree by resolution to the Proposed Transaction. This obligation may be satisfied by 
commissioning an independent expert report on whether the proposed transaction is “fair and reasonable” 
to the Non-Associated shareholders.  
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ASX Listing Rule 10.10 requires AUML to issue to its shareholders an independent expert report prior to 
obtaining shareholder approval for the Proposed Transaction. 

The report must state the expert’s opinion as to whether the transaction is fair and reasonable from the 
perspective of shareholders whose votes are not to be disregarded. The expert’s opinion must be displayed 
prominently in the notice of meeting sent to Shareholders and on the covering page of any accompanying 
documents. 

2.2.3. Chapter 2E of the Act  

Section 208 of Chapter 2E of the Act requires a Company to seek shareholder approval before giving a 
financial benefit to a related party unless the benefit falls within an exception provided for in Section 210 
of the Act. 

Regulatory guide 76: Related party transactions (“RG 76”) states that it is necessary for entities to include 
a valuation from an independent expert with a notice of meeting for member approval under Chapter 2E of 
the Act, where: 

 The financial benefit is difficult to value; 

 The transaction is significant from the point of view of the entity; or 

 The independent directors do not have the expertise or resources to provide independent advice to 
members about the value of the financial benefit.  

We note that the Proposed Transaction may result in financial benefits being provided to WYI and New 
China Pty Ltd, which are the entities being controlled by the Directors. 

2.3. Basis of assessment  

In determining whether the Proposed Transaction is fair and reasonable to the Non-Associated Shareholders, 
we have had regard to:  

 Regulatory Guide 76: Related Party Transactions (“RG 76”). 

 Regulatory Guide 111: Content of expert reports (“RG 111”). 

 Regulatory Guide 112: Independence of experts (“RG 112”). 

In particular, RG 111 establishes guidelines in respect of independent expert reports under the Act. 

RG 111 establishes two distinct criteria for an expert analysing a control transaction. The tests are:  

 Is the offer ‘fair’? 

 Is it ‘reasonable’? 

The terms fair and reasonable are regarded as separate elements and are not regarded as a compound 
phrase.  

2.3.1. Fair 

RG 111.11 indicates that an offer is ‘fair’ if the value of the offer price or consideration is equal to or 
greater than the value of the securities subject to the offer. The value of the securities the subject of the 
offer is determined assuming:  

 A knowledgeable and willing, but not anxious, buyer and a knowledgeable and willing, but not 
anxious, seller acting at arm’s length. 

 100% ownership of the target company, irrespective of the percentage holding of the bidder or its 
associates in the target company. 

For situations that involve financial distress, ASIC’s interpretation in RG 111 is that: 

 In assessing fairness, the expert should assume an orderly market for the asset being valued, even if 
such market circumstances do not exist at the time of the fairness assessment.  

 Factors such as financial distress of the asset and the current state of the market in which the asset 
operates are appropriate matters to be taken into account when assessing the reasonableness of the 
proposal under consideration 
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In relation to the interpretation of RG111.11, ASIC have advised that the appropriate assessment is to 
compare:  

 The fair market value of a share pre-transaction on a control basis (being the value of the securities 
the subject to the offer per RG111.11).  

 The fair market value of a share post-transaction on a minority basis  

The basis for the above form of comparison is to ensure our analysis is in line with RG111.5 to RG111.7 
which includes statements as follows:  

 The main purpose of the report is to adequately deal with the concerns that could reasonably be 
anticipated of those persons affected by the proposed transaction; and 

 The form of analysis an expert uses to evaluate a transaction should address the issues faced by 
security holders 

The Proposed Transaction is fair if the fair value of an AUML share after the Proposed Transaction on a 
minority basis is equal to or greater than the fair value of an AUML share before the Proposed Transaction 
(including a premium for control). 

2.3.2. Reasonable 

In accordance with paragraph 60 of RG 111, an offer is ‘reasonable’ if it is ‘fair’. An offer could be 
considered ‘reasonable’ if there are valid reasons to approve it (in the absence of any higher bid before the 
close of the offer), notwithstanding that it may not be regarded as ‘fair’. 

When deciding whether an offer is ‘reasonable’, factors an expert might consider include:  

 the financial situation and solvency of the entity; 

 the alternative options available to the entity; 

 the entity’s bargaining position; 

 whether there is selective treatment of any shareholder; and 

 any special value of the transaction to the purchaser. 

General requirements in relation to the IER 

In preparing the IER, ASIC requires the independent expert when deciding on the form of analysis for a 
report, to bear in mind that the main purpose of the report is to adequately deal with the concerns that 
could reasonably be anticipated of those persons affected by the Proposed Transaction. In preparing the IER 
we considered the necessary legal requirements and guidance of the Act, ASIC regulatory guides and 
commercial practice. 

The IER also includes the following information and disclosures: 

 Particulars of any relationship, pecuniary or otherwise, whether existing presently or at any time 
within the last two years, between BDO East Coast Partnership or BDOCF and any of the parties to 
the Proposed Transaction. 

 The nature of any fee or pecuniary interest or benefit, whether direct or indirect, that we have 
received or will or may receive for or in connection with the preparation of the IER. 

 We have been appointed as independent expert for the purposes of providing an IER for the Notice. 

 That we have relied on information provided by the Directors and management of AUML 
(“Management”) and that we have not carried out any form of audit or independent verification of 
the information provided. 

 That we have received representations from the Directors and the Management in relation to the 
completeness and accuracy of the information provided to us for the purpose of our IER. 

2.4. Special value 

We have not considered special value in forming our opinion. Special value is the amount that a potential 
acquirer may be prepared to pay for a business in excess of the fair market value. This premium represents 
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the value to the particular potential acquirer of potential economies of scale, reduction in competition, 
other synergies and cost savings arising from the acquisition under consideration not available to likely 
purchasers generally. Special value is not normally considered in the assessment of fair market value as it 
relates to the individual circumstances of special purchasers. 

2.5. Reliance on information 

This IER is based upon financial and other information provided by the Board and Management of AUML. We 
have considered and relied upon this information. Unless there are indications to the contrary, we have 
assumed that the information provided was reliable, complete and not misleading, and material facts were 
not withheld. The information provided was evaluated through analysis, inquiry and review for the purpose 
of forming an opinion as to whether the Proposed Transaction is fair and reasonable. 

We do not warrant that our inquiries have identified or verified all of the matters which an audit, extensive 
examination or due diligence investigation might disclose. In any event, an opinion as to whether an offer 
gives a fair value from the perspective of Non-Associated Shareholders is in the nature of an overall opinion 
rather than an audit or detailed investigation. 

It is understood that the accounting information provided to us was prepared in accordance with generally 
accepted accounting principles. 

Where we relied on the views and judgement of management the information was evaluated through 
analysis, inquiry and review to the extent practical. However, such information is often not capable of 
direct external verification or validation. 

Under the terms of our engagement, the directors of AUML have agreed to indemnify BDOCF and BDO East 
Coast Partnership, and their partners, directors, employees, officers and agents (as applicable) against any 
claim, liability, loss or expense, costs or damage, arising out of reliance on any information or 
documentation provided, which is false or misleading or omits any material particulars, or arising from 
failure to supply relevant documentation or information. 

2.6. Independent specialist valuation 

In valuing AUML, we have relied on the Independent Valuation Report prepared by GM Minerals Consultants 

Pty Ltd (“Geos Mining”) in accordance with the Australasian Code of Public Reporting of Technical 
Assessments and Valuations of Mineral Assets (2015 Edition) (“Valmin Code”) and the Australasian Code for 

Reporting of Exploration Results, Mineral Resources and Ore Reserves (2012 Edition) (“JORC Code”) 
(“Independent Valuation Report”) 

We are satisfied with the valuation methodologies adopted by Geos Mining which we consider to be in 

accordance with industry practices and compliant with the requirements of the Valmin Code and the JORC 

Code. The specific valuation methodologies used by Geos Mining are referred to the respective sections in 

our Report and in further detail in the Independent Valuation Report contained in Appendix 4. 

2.7. Limitations 

We acknowledge that this IER may be lodged by Directors with regulatory and statutory bodies and will be 
included in the Notice to be sent to the Shareholders. The Board acknowledges that our IER has been 
prepared solely for the purposes noted in the Notice and accordingly we disclaim any responsibility from 
reliance on the IER in regard to its use for any other purpose. Except in accordance with the stated 
purposes, no extract, quote or copy of the IER, in whole or in part, should be reproduced without our prior 
written consent, as to the form and context in which it may appear. 

It was not our role to undertake, and we have not undertaken any commercial, technical, financial, legal, 
taxation or other due diligence, other similar investigative activities in respect of AUML. We understand 
that the Directors have been advised by legal, accounting, tax and other appropriate advisors in relation to 
such matters as necessary. We provide no warranty or guarantee as to the existence, extent, adequacy, 
effectiveness and/or completeness of any due diligence or other similar investigative activities by the Board 
or their advisors. 

We note that the IER does not deal with the individual investment circumstances of Non-Associated 
Shareholders and no opinion has been provided in relation to same.  
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Apart from the IER, we are not responsible for the contents of the Notice or any other document. We have 
provided consent for inclusion of the IER in the Notice. Our consent and the Notice acknowledge that we 
have not been involved with the issue of the Notice and that we accept no responsibility for the Notice 
apart from the IER. 

2.8. Assumptions 

In forming our opinion, we have made certain assumptions and outline these in our IER, which include: 

 Assumptions outlined in the valuation sections. 

 That matters such as title to all relevant assets, compliance with laws and regulations and contracts 
in place are in good standing, and will remain so, and that there are no material legal proceedings, 
other than as publicly disclosed. 

 Information sent out in relation to the Proposed Transaction to the Shareholders or any regulatory or 
statutory body is complete, accurate and fairly presented in all material respects. 

 Publicly available information relied on by us is accurate, complete and not misleading. 

 If the Proposed Transaction is implemented, that they will be implemented in accordance with the 
stated terms. 

 The legal mechanisms to implement the Proposed Transaction are correct and effective. 

 PROFILE OF AUML 

3.1. Company history & overview  

AUML (ASX:AYM) is a public company listed on the ASX engaged in the exploration and development of 
mineral properties in New South Wales and Queensland. The Company is currently focused on its three main 
NSW projects Sofala, Karangi and Honeybugle and the Forsayth Project in QLD. 

3.2. Directors  

The current board of directors consists of three members, as indicated below: 

Table 6: Existing directors of AUML 

Name Capacity 

Mr Xiaojing Wang Executive Chairman  

Ms Jia Yu Non-Executive Director  

Mr Jun Wang Non-Executive Director  

Source: Management Information 

3.3. AUML Mineral Assets and Exploration activities 

As on the date of this report, AUML holds a 100% registered interest in three granted mineral tenements and 
three granted exploration licences in Australia, being NSW and QLD. In NSW, the Company holds three 
exploration licences with an area under exploration of 286 square kilometres. In QLD, AUML holds one 
exploration and two mining licences with an area under exploration of 59 square kilometres. 

Table 7: AUML Mineral assets 

Tenement Name Location Area Grant Date Expiry Date Status 

EL7041 Honeybugle NSW 21 km2 24-Jan-08 23-Jan-20 Granted 

EL7423 Sofala NSW 40 km2 30-Nov-09 29-Nov-19 Granted 

EL8402 Karangi NSW 225 km2 29-Oct-15 28-Oct-18 Granted 

EPM14498 Forsayth - EPM QLD 59 km2 16-Jan-06 15-Jan-21 Granted 

ML3417 Forsayth - Ropewalk 1 QLD 130 ha 1-Apr-87 31-Mar-18 Renewal Pending 

ML3418 Forsayth - Ropewalk 2 QLD 110 ha 1-Apr-87 31-Mar-18 Renewal Pending 

Source: Geos Mining’s Independent Valuation Report 
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AUML has commenced preparations for diamond drilling at the Sofala Project but no ground exploration has 
commenced. 

3.3.1 Forsayth Project 

The Forsayth Project comprises granted exploration permit EPM 14498 and includes mining licences ML 3417 
and ML 3418. 

The project is centred around and to the southeast of the small mining/grazing community of Forsayth on 
the Georgetown-Forsayth road in Far-North Queensland 

Table 8: AUML Mineral assets 

Tenement ML 3417 ML 3418 EPM 14498 

Permit Name Ropewalk 1 Ropewalk 2 Forsayth EPM 

Status Granted Granted Granted 

Application Date 5-Nov-84 5-Nov-84 28-Jan-04 

Grant date 1-Apr-87 1-Apr-87 16-Jan-06 

Last renewal 11-Sep-10 11-Sep-10 10-Feb-16 

Expiry Date 31-Mar-18 31-Mar-18 
15-Jan-21 

  (renewal lodged) (renewal lodged) 

Area 130 ha 110 ha 18 sub blocks ( ~ 
59 km²) 

Mineral sought Copper, lead, silver, zinc, 
gold 

Copper, lead, silver, 
zinc, gold All except coal 

Purpose Mining Infrastructure Exploration 

Source: Geos Mining’s Independent Valuation Report 

 

3.3.2 Sofala Project (EL 7423) 

The Sofala Project is located, approximately 30 kilometres north of Bathurst in Central NSW. The 

exploration licence was granted on 30 November 2009 and expires on 29 November 2019 

3.3.3 Honeybugle Project (EL 7041) 

The Honeybugle Project is located approximately 40 kilometres south-southwest of Nynan in the Central 

Western region of NSW. The exploration licence was granted on 24 January 2008 and expired on 24 January 

2016. The licence has now been renewed till 23 January 2020. 

 

3.3.4 Karangi Project (EL 8402) 

The Karangi Project is located approximately eight kilometres north-west of the town of Coffs Harbour in 
the North-Eastern region of NSW. The exploration licence was granted on 29 October 2015 and expires on 29 

October 2018. 
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3.4. Historical financial information 

3.4.1. Historical financial performance 

The historical income statements of AUML are set out in the table below. We note that the income 
statements for the financial years ended 30 June 2017 (“FY17”), 30 June 2018 (“FY18”) and three months 
ending 30 September 2018 (“YTD19”) represent information from the annual report and the management 
accounts. 

Table 9: Statements of financial performance of AUML 

$'000   Notes  FY17 FY18 YTD19 

Revenue     -  -  -  

Less: Operating expenses           

Employee cost including director fees    1 (267) (278) (82) 

Rental expense    2 (71) (87) (19) 

Legal & corporate fees     (22) (20) (16) 

Other general & admin expenses    3 (210) (142) (95) 

EBITDA     (570) (528) (212) 

Revaluation of exploration assets     31  12  -  

Depreciation expense     (7) (23) (1) 

EBIT     (547) (539) (213) 

Finance charges    4 (77) (87) (26) 

Other income    5 5  202  2  

Profit before tax     (619) (424) (238) 

Source: Annual report for FY18 and management accounts for three months ended 30 September 2018   
 

In relation to AUML’s financial performance we note: 

1. Employee benefits expenses remained consistent at c. $0.3m during FY17 and FY18 and primarily 
consists of salary costs and director fees. 

2. Rent and rates primarily comprises of monthly lease payments for the Corporate office in Sydney. 

3. Other general and admin expenses are primarily comprised of accounting & auditing fee, insurance 
expenses, travel and other office expenses. 

4. Finance charges primarily comprises of interest payable on debt owing to the related parties. 

5. Other income increased significantly from $5k in FY17 to $202k during FY18. This was primarily driven 
by forgiven debt of $133k by Shandong Geology & Mineral Equipment. Also, Mr Jianbing Zhang, one of 
the previous directors forfeited his outstanding director fees of $64k upon his resignation on 30 October 
2017. 
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3.4.2. Historical statements of financial position 

The historical statements of financial position of AUML are set out in the table below. We note that the 
statements of position for the financial years ended 30 June 2017, 30 June 2018 and three months ending 
30 September 2018 represent information from the annual report dated 12 September 2018 and 
management accounts for the period ended 30 September 2018. 

Table 10: Statements of financial position 

$'000 Notes   FY17 FY18 YTD19 

Cash and cash equivalents   
1    349  393  243  

Other receivables     28  22  21  

Other assets     112  21  23  

Current Assets     489  436  287  
Other assets including cash-backed environmental 
bonds 

  
2    246  243  243  

Property, plant & equipment     155  131  127  

Exploration and evaluation assets   
3    2,150  2,230  2,230  

Non-Current Assets     2,551  2,605  2,600  

Total Assets     3,040  3,040  2,887  

Trade and other payables     126  65  82  

Other financial liabilities     16  15  6  

Provisions     4  6  9  

Current Liabilities     146  87  96  

Financial liabilities   
4    1,160  1,644  1,719  

Non-Current Liabilities     1,160  1,644  1,719  

Total Liabilities     1,307  1,730  1,815  
            

Net Assets     1,734  1,310  1,072  

Issued Capital     39,218  39,218  39,218  

Accumulated Losses     (37,485) (37,908) (38,147) 

Total Equity     1,734  1,310  1,072  
Source: Annual report for FY18 and management accounts for 3 months ended 30 September 2018 

 

In relation to AUML’s financial position we note: 

1. Cash and cash equivalents declined from $349k in FY17 to $243k during YTD19 primarily due to funding 
the operating expenses of the Company. 

2. Other assets reduced significantly during FY18 primarily on account of maturity of term deposits of 
$100k. As at 30 September 2018, other assets comprised of environmental bond deposits paid in 
relation to the granted exploration licences for tenement Sofala (EL 7423), Karangi (EL 7332) and 
Forsayth (3427 & 3418).  

3. AUML reported exploration and evaluation assets of $2.2m at 30 June 2018 and 30 September 2018. For 
the purpose of this IER, we engaged Geos Mining to assess the fair market value of AUML’s exploration 
and evaluation assets. Based on Geos Mining’s analysis and valuation, the fair value of these assets falls 
into a range of $1.2m to $2.3m, with a preferred value of $2.2 million. Further details regarding 
valuation of exploration and evaluation assets are set out in Section 5.1.1.  
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The carrying amount of the tenements as at 30 September 2018 are summarised below: 

Table 11: Reported value of AUML mineral assets 

Tenements ($’000) Book Value 
Forsayth               1,000  
Sofala                  620 
Honeybugle                  270  
Karangi                  340 
Book carrying value             2,230  

 Source: Management Information 

4. Financial liabilities of $1.7m comprise of related party debts used for working capital in the business, 

as summarised below;  

 Table 12: Summary of financial liabilities 

$'000 30-Jun-18 30-Sep-18 
Xiaojing Wang                      603                         -    
W.Y. International (Australia) Pty Ltd                      506                     1,690  
WY Australia Investment Pty Ltd                      296                         -    
Jia Yu                      221                         -    
Jun Wang                       17                         -    
New China Pty Ltd                       -                          29  
Total related party debts                  1,644                    1,719  

   Source: Annual report for FY18 and management accounts for three months ending 30 September 2018 
   Note: During YTD19, Mr. Xiaojing Wang, WY Australia Investment Pty Ltd and Ms Jia Yu assigned their loans to W.Y. 

International (Australia) Pty Ltd. Similarly, Mr Jun Wang assigned his loan to New China Pty Ltd. 

The Proposed Transaction pertains to the conversion of debt shown in the above table.  

3.5. Historical share price analysis  

We have analysed the historical ASX share price movements of AUML for the twelve months ended 30 
September 2018. The following chart provides a summary of the share price movement over this 
period. 

 
Source: Capital IQ and BDOCF Analysis 
 

The daily price of AUML shares in the past 12 months ranged from $0.001 to $0.006. During November 2017, 
the share price of AUML experienced a significant increase from $0.003 per share to $0.006 per share.  

The most significant trading volumes were experienced between September 2017 and March 2018 with the 
highest single day of trading on 29 December 2017, where 11,481,990 shares were traded. 
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An analysis of the volume of trading in AUML shares for the twelve months to 30 September 2018 is set out 
below: 
 

Table 13: AUML historical share price analysis 

Period Volume 
Traded Value ($) Low $ High $ VWAP ($) Turnover 

As at 30 Sept 2018 - - - 0.004 - - 

10 days to 30 Sept 2018 - - 0.004 0.004 - - 

1 month to 30 Sept 2018 - - 0.004 0.004 - - 

2 month to 30 Sept 2018 300,000 1,200 0.003 0.004 0.004 0.00% 

3 month to 30 Sept 2018 8,817,276 32,021 0.003 0.004 0.004 0.70% 

6 month to 30 Sept 2018 17,830,922 64,962 0.002 0.004 0.004 1.40% 

12 month to 30 Sept 2018 39,445,955 130,586 0.001 0.006 0.003 3.10% 

Source: Capital IQ and BDOCF Analysis 
 

The table above shows that AUML’s shares demonstrated a very low level of liquidity, with 3.1% of the 
Company’s current issued capital being traded in a twelve-month period. 

Given the extremely low liquidity in AUML’s shares, its historical quoted share prices cannot be used as a 
reliable indicator of value for the purposes of this Report. For the quoted market price methodology to be 
reliable there needs to be a deep market in the shares. 

 

 VALUATION METHODOLOGY 

4.1. Fairness assessment overview 

The Proposed Transaction is fair if the fair value of an AUML share after the Proposed Transaction on a 
minority basis is equal to or greater than the fair market value of an AUML share before the Proposed 
Transaction (including a premium for control). 

Accordingly, to undertake this comparison we have undertaken an assessment of the value of an AUML share 
before and after the Proposed Transaction. 

The available valuation methods for the above analyses are considered below.  

4.2. Valuation methods 

Details of common methodologies for valuing businesses and assets are included at Appendix 3. 
The principal methodologies which can be used are as follows: 

 Discounted cash flow (“DCF”); 

 Capitalisation of future maintainable earnings (“FME”); 

 Net asset value (“NAV”); and 

 Quoted market price basis (“QMP”). 

Set out below is a discussion around the valuation method we consider appropriate for the purposes of 
undertaking our valuation assessment of AUML. 

4.3. Selected valuation methods for AUML 

In accordance with RG 111.15, we have considered the fair market value of AUML on the basis of 
a knowledgeable and willing, but not anxious, seller.  

We have assessed the value of AUML using the NAV methodology. We consider our approach to be 
appropriate, based on the following considerations: 

 The FME methodology is particularly applicable to business with relatively steady earnings and a 
sustainable level of growth. Given that AUML is currently loss making, and has historically been in 
losses, the FME method is not considered to be appropriate; 
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 The DCF methodology is appropriate where the future cash flows of the business are expected to vary 
(i.e. start-up companies, limited life assets, companies with irregular cash flows). While this would be 
the preferred method for the valuation of AUML, Management are not able to provide a forecast of its 
future earnings. Therefore, the DCF methodology could not be applied;  

 The NAV method determines the value of a business by identifying assets or components of the business 
which could be sold, ascribing a value to each component and then off-setting from these the value 
of any liabilities.  

 We understand that AUML is an exploration company and its core value exists in the exploration assets 
that it holds. Also, we have sufficient information to reliably determine the value of the assets and 
liabilities of AUML, we consider the NAV methodology to be appropriate in the valuation of a AUML’s 
share; and  

 The Quoted Market Price method is the application of the price that a company's shares trade on the 
ASX. It is an appropriate basis for valuation where:  

i. The shares trade in an efficient market place where 'willing' buyers and sellers readily trade the 
company's shares; and 

ii. the market for the company's shares is active and liquid. 

However, as discussed in section 3.7 above, given the extremely low liquidity in AUML’s shares, its 
historical quoted share prices cannot be used as a reliable indicator of value for the purposes of this 
Report. 

4.4. Overview of NAV 

Asset based valuations involve the determination of the fair market value of a business based on the net 
realisable value of the assets used in the business. 

Valuation of net realisable assets involves: 

 separating the business or entity into components which can be readily sold, such as individual business 
units or collection of individual items of plant and equipment and other net assets; and 

 ascribing a value to each based on the net amount that could be obtained for this asset if sold. 

The net realisable value of the assets can be determined on the basis of: 

 orderly realisation (“NRV”): this method estimates fair market value by determining the net assets of 
the underlying business including an allowance for the reasonable costs of carrying out the sale of 
assets, taxation charges and the time value of money assuming the business is wound up in an orderly 
manner. This is not a valuation on the basis of a forced sale where the assets might be sold at values 
materially different from their fair market value; 

 liquidation: this is a valuation on the basis of a forced sale where the assets might be sold at values 
materially different from their fair market value; or  

 going concern (“NAV”): the net assets on a going concern basis estimates the market value of the net 
assets but does not take into account any realisation costs. This method is often considered 
appropriate for the valuation of an investment or property holding entity. Adjustments may need to 
be made to the book value of assets and liabilities to reflect their going concern value. 

The net realisable value of a trading entity’s assets will generally provide the lowest possible value for the 
business. The difference between the value of the entity’s identifiable net assets (including identifiable 
intangibles) and the value obtained by capitalising earnings is attributable to goodwill.  

The net realisable value of assets is relevant where an entity is making sustained losses or profits but at a 
level less than the required rate of return, where it is close to liquidation, where it is a holding entity, or 
where all its assets are liquid. The net realisable assets methodology is also used as a check for the value 
derived using other methods. 

We understand that AUML is an exploration company and its core value is in the exploration assets that it 
holds. We have engaged Geos Mining to act as an independent specialist and to provide an independent 
technical valuation of the Company’s exploration assets in accordance with the Code for the Technical 
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Assessment and Valuation of Mineral and Petroleum Assets and Securities for Independent Expert Reports 
2015 (the “VALMIN Code”). Geos Mining’s full report is attached in Appendix 4. We have considered this in 
the context of AUML’s other assets and liabilities on a NAV basis. 

Further, we understand that AUML is currently loss making, however Management has no intention of winding 
up or liquidating the business and have confirmed that the Directors (who are also the shareholders of AUML) 
will continue to fund the operations of the Company.  

Accordingly, we have considered the NAV method on a going concern basis for AUML as an appropriate 
valuation methodology. 

4.5. Other valuation considerations 

4.5.1. Future events 

The business of AUML to be considered in this valuation is that which exists at the current date. 

Growth potential, which may result from new activities, business initiatives, acquisitions and the like 
(which are not capable of estimation), is not within the scope of this valuation. 

4.5.2. Valuation in accordance with APES 225 

This engagement has been conducted in accordance with professional standard APES 225 Valuation Services, 
as issued by the Australian Professional and Ethical Standards Board. 

 

 NAV VALUATION OF AUML  

5.1. Net Asset Position prior to the completion of Proposed Transaction 

In determining the fair market value of the issued shares in AUML prior to completion of the Proposed 
Transaction, we have given primary consideration to its net asset is on a going concern basis at the 
valuation date.  
 

The NAV method requires a determination of the Company’s net assets as on the Valuation date. We have 
selected net asset position of AUML as at 30 September 2018 as: 

 this is the latest date for which the balance sheet is available; 

 based on our discussions with Management the book value of the assets and liabilities are considered 
to appropriately reflect their fair value; and 

 no material intangible assets have been identified which need to be adjusted for within the NAV.  

As set out above, AUML reported a net asset position of $1.1m as at 30 September 2018. We have made 
adjustments to AUML's reported 30 September 2018 net assets value as follows: 

Table 14: AUML’s adjusted net assets value of and value per share 

$ Section Low High 

Reported net assets 3.4 1,071,833 1,071,833 
Adjustment: Market value of exploration 
assets Table 16 (1,050,000) 120,000 

Adjusted net assets  21,833 1,191,833 

No. of shares outstanding 1.3 1,269,532,682 1,269,532,682 

Adjusted net asset value per share  0.00002 0.0009 

Source: BDOCF Analysis 

The table above indicates the value of an AUML share, based on adjusted net assets, is in the range of 
$0.00002 to $0.0009 on a controlling interest basis, taking into account Geos Mining valuation of AUML’s 
exploration and evaluation assets.  
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5.1.1 Exploration and evaluation assets 

We engaged Geos Mining to provide an independent technical valuation (“Independent Valuation Report”) 
of the exploration assets held by AUML in accordance with the VALMIN Code 2015 and the Australasian Code 
for Reporting of Exploration Results, Mineral Resources (“JORC Code”). 

The premise of value employed by Geos Mining is “Market Values” as defined in the VALMIN Code. The 
VALMIN Code defines “Market Value” as “the estimated amount (or the cash equivalent of some other 
consideration) for which the Mineral Asset should exchange on the date of valuation between willing buyer 
and a willing seller in an arm’s length transaction after appropriate marketing where the parties had each 
acted knowledgeable, prudently and without compulsion.” This definition of “Market Values” equates to 
“fair values” as defined in ASIC RG 111. Geos Mining has assessed each project’s “technical value”, using 
the methods described below, in terms of each asset’s reasonable potential to generate income in its 
highest and best use, which is as future operating mines. 

Geos Mining utilised two methods to value the AUML assets: Attributable Exploration Expenditure (“AEE”) 
method (applied to the NSW projects only) and the Comparable Transaction (“CT”) method (applied to all 
projects). 

In addition, Geos Mining has utilised a modified version of comparable transaction method for both QLD and 
NSW projects, based on identifying projects with similar mineralisation styles in Eastern Australia. The 
comparable transaction method requires allocating a value to the mineral resource in the ground and 
applying appropriate discounts for JORC category, operating factors and average acquisition cost for 
mineral projects. 

In forming its conclusion regarding AUML’s project values, Geos Mining has applied a weighting factor to the 
project values assigned using the comparable transaction method and project values assigned using the 
attributable exploration expenditure method, being 70% and 30%, respectively. 

We are satisfied with the valuation methodologies adopted by Geos Mining, which are in accordance with 
industry practices and compliant with the requirements of the VALMIN Code. 

The accompanying table indicates a value for AUML’s exploration assets in the range of $1.2m and $2.3m, 
with a preferred value of $2.2m.  

Table 15: Exploration assets valuation 

Source: Geos Mining Independent Valuation Report 

 

Geos Mining’s opinion is that there is very good opportunity for AUML to upgrade the quality of its project 
portfolio by the application of sound geological methods to enable estimation of its mineral assets that are 
compliant with the JORC Code 2012. Mineral Resources will attract a premium in terms of project value, 
whereas currently projects can only be assessed on the basis of much lower confidence. 

Geos Mining also considered that the technical advancement of the projects has suffered as a result of staff 
changes within AUML resulting in successive project geologists having to gain familiarity with the projects.  

As at 30 June 2018 and 30 September 2018, AUML has updated the carrying value of these assets to the 
preferred value of $2.2m assessed by Geos Mining for the purpose of this Report. 

 

 

$'000

Tenement Low Value High Value Preferred Value Low Value High Valueeferred Value Low Value High Value Preferred Value

Forsayth 350,000          1,000,000     1,000,000          - - - 350,000      1,000,000    1,000,000            

Sofala 175,000          500,000       500,000             890,000            1,030,000     890,000       390,000      660,000      620,000              

Honeybugle 100,000          200,000       150,000             440,000            560,000        560,000       200,000      300,000      270,000              

Karangi 100,000          200,000       150,000             560,000            790,000        790,000       240,000      380,000      340,000              

Variance 725,000        1,900,000   1,800,000         1,890,000        2,380,000   2,240,000   1,180,000  2,340,000  2,230,000          

Comparable Transaction (unweighted)
Attributable Exploration Expenditure 

(unweighted)
Weighted Preject Values
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The difference between AUML’s reported book value of exploration and evaluation assets and Geos Mining’s 

assessment of the value of these assets is set out in the following table: 

Table 16: Difference between AUML’s reported value and Geos Mining’s assessment 

Tenements ($) Low High Book Value 

Forsayth 350,000 1,000,000 1,000,000 

Sofala 390,000 660,000 620,000 

Honeybugle 200,000 310,000 270,000 

Karangi 240,000 380,000 340,000 

Book carrying value 1,180,000 2,350,000 2,230,000 
Net asset adjustment (1,050,000) 120,000  

Source: Geos Mining Independent Valuation Report 

5.2. Net Asset Position subsequent to the completion of Proposed Transaction 

Our valuation of an AUML share subsequent to the Proposed Transaction on a going concern basis is set out 

below: 

Table 17: Assessed value of AUML subsequent to the Proposed Transaction 

 

$ Section Low High 

Adjusted net assets prior to the Proposed Transaction   
5.1  21,833 1,191,833 

Add: Conversion of related party debt  Note 1  1,719,134 1,719,134 
Net assets of AUML subsequent to the Proposed 
Transaction (controlling interest basis) 

  1,740,967 2,910,967 

Less: Minority Interest discount  Note 2  -30% -20% 
Net assets of AUML subsequent post the Proposed 
Transaction (minority interest basis)   1,218,677 2,328,774 

No. of shares on issue  Note 3  1,842,577,485 1,842,577,485 
AUML value per share post the Proposed 
Transaction (minority interest basis)   0.0007 0.0013 

Source: BDOCF analysis and Management Information 
Notes:   

1. Conversion of related party debts of $1.7m per the terms of the Debt Conversion Agreement. Related party debts 

will be converted to 573,044,803 ordinary shares of AUML. 

2. Minority interest discount reflecting an appropriate control premium for AUML in the range of 20% to 30%, 

calculated as [1-(1/ (1+control premium))]. 

3. Issued shares subsequent to the Proposed Transaction equal to 1,269,532,682 as at 30 September 2018 plus 

573,044,803 per terms of Debt Conversion Agreement 

 
As shown in the table above, the value of an AUML share following the Proposed Transaction 
on a minority interest basis is between $0.0007 and $0.0013. 
 

 Fairness Assessment 

6.1. Fair value of AUML’s shares  

We have formed our opinion in relation to fairness by comparing the:  

 Fair market value of AUML share before the Proposed Transaction (including a premium for control); 
and 

 Fair market value of AUML share after the Proposed Transaction on a minority basis 
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The Proposed Transaction will be fair if the fair market value of AUML share after the Proposed Transaction 
on a minority basis is equal to or greater than the fair market value of AUML share before the Proposed 
Transaction (including a premium for control) 

The result of our fairness analysis is summarised below. 

Table 18: Fairness assessment  

$ Section Low High 
Fair market value of a share in AUML prior to the 
Proposed Transaction (control basis) 

 
5.1 

 
0.00002 

 
0.0009 

Fair market value of a share in AUML post the Proposed 
Transaction (minority basis) 

 
5.2 

 
0.0007 

 
0.0013 

Variance   
 

0.0006 
 

0.0003 
   Source: BDOCF analysis 
 

Our analysis shows the value of an AUML share on a minority interest basis subsequent to the Proposed 
Transaction (incorporating the financial effects of the Proposed Transaction) to be in the range of $0.0008 
to $0.0014 per share, which is greater than our assessment of the fair value of an AUML share on a 
controlling interest basis prior to the Proposed Transaction which is in the range of $0.00002 to $0.0009 per 
share. Hence, we conclude that the Proposed Transaction is fair from the perspective of the Non-Associated 
Shareholders. 

 

 Reasonableness Assessment 

In accordance with RG 111, an offer is reasonable if it is fair. On this basis, the Proposed Transaction is 
reasonable to Non-Associated Shareholders. 

We have set out below a summary of reasonableness factors we consider relevant in assisting the Non-
Associated Shareholders in deciding whether or not to vote in favour of the Proposed Transaction. 

Advantages of approving the Proposed Transaction 

We consider the following to be advantages of approving the Proposed Transaction: 

 The Proposed Transaction is fair: We have assessed the Proposed Transaction to be “fair”; 

 Strengthening of the Company’s balance sheet: A reduction in debts from the conversion of loan 
will improve the net assets of AUML. 

 Major shareholder support: Following the completion of the Proposed Transaction, Mr Wang 
(through his direct and related party holdings) will hold 59.32% of AUML’s issued shares. Management 
has advised us that Mr Wang will continue to support AUML’s continued exploration of its mineral 
assets following completion of the Proposed Transaction. 

Disadvantages of approving the Proposed Transaction 

We consider the following to be disadvantages of approving the Proposed Transaction:  

 Non-Associated Shareholders’ interests in the Company will be diluted: By approving the Proposed 
Transaction the interests of the Non-Associated Shareholders will be diluted from 58.26% to 40.1%.

 Potential lower liquidity of shares: The Proposed Transaction will result in Mr Wang’s combined 
interest of 59.32% in AUML. The presence of such significant shareholdings generally reduces the 
liquidity of a Company’s share trading and reduces the likelihood that the Company will be the 
target of any potential takeover activity. 

AUML appears to have very little access to funding at this point in time. Capital raising for early stage gold 
exploration projects, such as AUML, is very challenging in the current economic environment. This view is 
corroborated by the findings of Geos Mining’s valuation of AUML’s exploration and evaluation assets.

The conversion of related party debts to equity will strengthen AUML’s balance sheet and one of the 
existing directors has indicated further support will be available for AUML to continue to develop its 
exploration and evaluation assets. 
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 Conclusion 

We consider the Proposed Transaction to be fair and reasonable to the Non-Associated Shareholders. 

  

 QUALIFICATIONS, DECLARATIONS AND CONSENTS 

9.1. Qualifications 

BDOCF is the licensed corporate finance arm of BDO East Coast Partnership, Chartered Accountants and 
Business Advisers. BDOCF provides advice in relation to all aspects of valuations and has extensive 
experience in the valuation of corporate entities and provision of expert’s reports. 

Mr Daniel Coote, B.Com, CA, MAppFin is a Director of BDOCF. Mr Coote is also a partner of BDO East Coast 
Practice.  

Mr Coote is the Director responsible for the preparation of this IER. Mr Coote has over 15 years of 
experience in a number of specialist corporate advisory activities including company valuations advising on 
independent expert reports, due diligence investigations, preparation and review of business feasibility 
studies, public company floats, advising on mergers and acquisitions, preparation of information 
memoranda and other corporate investigations. Accordingly, Mr Coote is considered to have the appropriate 
experience and professional qualifications to provide the advice offered.   

9.2. Independence 

BDOCF is not aware of any matter or circumstance that would preclude it from preparing this IER on the 
grounds of independence either under regulatory or professional requirements. In particular, we have had 
regard to the provisions of applicable pronouncements and other guidance statements relating to 
professional independence issued by Australian professional accounting bodies and ASIC. 

BDOCF considers itself to be independent in terms of RG 112 independence of experts, issued by ASIC. 
Neither BDOCF, nor its owner practice, BDO East Coast Partnership, has acted in any capacity for AUML with 
regard to any matter in the past. 

BDOCF was not involved in advising on, negotiating, setting, or otherwise acting in any capacity for AUML in 
relation to the Proposed Transaction. Further, BDOCF has not held and, at the date of this IER, does not 
hold any shareholding in, or other relationship with AUML that could be regarded as capable of affecting its 
ability to provide an unbiased opinion in relation to the Proposed Transaction. 

BDOCF will receive a fee of up to $15,910, excluding Goods and Services Tax for the preparation of this IER. 
BDOCF will not receive any fee contingent upon the outcome of the Proposed Transaction, and accordingly, 
does not have any pecuniary or other interests that could reasonably be regarded as being capable of 
affecting its ability to give an unbiased opinion in relation to the Proposed Transaction. 

A draft of this IER was provided to the Directors and their advisors for review of factual accuracy. Certain 
changes were made to the IER as a result of the circulation of the draft IER. However, no changes were 
made to the methodology, conclusions, or recommendations made to the Unitholders as a result of issuing 
the draft IERs. 

Disclaimer 

This IER has been prepared at the request of the Directors and was not prepared for any purpose other than 
that stated in this IER. This IER has been prepared for the sole benefit of the Directors and Unitholders. 
Accordingly, this IER and the information contained herein may not be relied upon by anyone other than the 
Directors and Unitholders without the written consent of BDOCF. BDOCF accepts no responsibility to any 
person other than the Directors and Unitholders in relation to this IER. 

The statements and opinions contained in this IER are given in good faith and are based upon BDOCF’s 
consideration and assessment of information provided by the Directors, executives and Management of all 
the entities. 
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APPENDIX 1: GLOSSARY 
Term Definition 
$ Australian Dollar(s) 
$’000/$k Australian Dollars in thousands 
Act Corporations Act 2001 
ASIC Australian Securities & Investments Commission 
ASX Australian Securities Exchange 

APES 225 Accounting Professional & Ethical Standards Board Limited issued professional 
standard APES 225 on valuation services 

AUML or Company Australia United Mining Limited 

BDOCF, we, our or us BDO Corporate Finance (East Coast) Pty Ltd (ABN 70 050 038 170) 

Board Board of directors of AUML 

Conversion Price The Conversion price is $0.003 per ordinary share 
DCF Discounted cash flow method 

Debt Conversion Agreement Debt conversion agreement entered between AUML, WYA and New China Pty 
Limited 

Directors Directors of AUML 
EBIT Earnings Before Interest and Tax 
EBITDA Earnings Before Interest, Tax, Depreciation and Amortisation 
FME Future maintainable earnings 
FOS Financial Ombudsman Service Limited 
FYxx Financial year ended/ending 30 June 20xx 
Geos Mining GM Minerals Consultants Pty Ltd 
Licence Australian Financial Services Licence No: 247420 
m Millions 
Management Management of AUML 
Mr Wang Xiaojing Wang, Executive Chairman 
Ms Yu Jia Yu, Director 
NAV Net asset value 
nil 0.00% 

Non-Associated Shareholders Those shareholders in AUML whose votes are not to be disregarded in voting on 
the resolutions relating to the Proposed Transaction 

Notice Notice of general meeting for the Shareholders 
NPV Net present value 
Proposed Transaction Conversion of related party debt of $1.7m to ordinary shares AUML 
QMP Quoted market price 
QLD Queensland 
Report or IER Independent expert’s report 
Report date 26 October 2018  
Related Parties W.Y. International (Australia) Pty Ltd and New China Pty Ltd 
RG 111 ASIC Regulatory Guide 111 Content of expert reports 
RG 112 ASIC Regulatory Guide 112 Independence of experts 
Shareholders Existing shareholders of AUML 

VALMIN Code Code for the Technical Assessment and Valuation of Mineral and Petroleum 
Assets and Securities for Independent Expert Reports 2005 

WYA WY Australia Investment Pty Ltd 
WYI W.Y. International (Australia) Pty Ltd 
YTD19 3 months ending 30 September 2018 
Source: BDOCF 
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APPENDIX 2: SOURCES OF INFORMATION 
In preparing this IER, we had access to and relied upon the following principal sources of information: 

 AUML annual report for the year ended FY18 

 AUML management accounts from 1 July 2018 to 30 September 2018 

 Debt Conversion agreement between AUML and WYI 

 Debt Conversion agreement between AUML and New China Pty Limited 

 Notice and Explanatory memorandum regarding the Proposed Transaction 

 Information supplied by management 

 Information sourced from AUML’s website 

 ASIC guidance notes and regulatory guides as applicable 
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APPENDIX 3: VALUATION METHODS - BUSINESSES AND ASSETS 
In conducting our assessment of the fair market value of AUML shares, the following commonly used business 
valuation methods have been considered: 

Discounted Cash Flow Method 

The discounted cash flow method is based on the premise that the value of a business or any asset is represented 
by the present value of its future cash flows. It requires two essential elements: 

 the forecast of future cash flows of the business asset for a number of years (usually five to 10 years); and 

 the discount rate that reflects the riskiness of those cash flows used to discount the forecast cash flows 
back to net present value.  

DCF is appropriate where: 

 the businesses’ earnings are capable of being forecast for a reasonable period (preferably 5 to 10 years) 
with reasonable accuracy; 

 earnings or cash flows are expected to fluctuate significantly from year to year;  

 the business or asset has a finite life;  

 the business is in a 'start up' or in early stages of development; 

 the business has irregular capital expenditure requirements; 

 the business involves infrastructure projects with major capital expenditure requirements; or 

 the business is currently making losses but is expected to recover. 

FME method 

The FME Methodology is particularly applicable to businesses with relatively steady growth histories and forecast, 
regular capital expenditure requirements and non-finite lives. This method places a value on the business by 
estimating the likely FME. The FME is then capitalised at an appropriate rate which reflects:  

 Business outlook; 

 Business risk;  

 Investor expectations; 

 Future growth prospects; and 

 Other entity-specific factors 

Capitalisation of Earnings Method 

This method involves the capitalisation of normalised earnings by an appropriate multiple. Normalised earnings are 
the assessed sustainable profits that can be derived by the vendor’s business and excludes any one off profits or 
losses. An appropriate earnings multiple is assessed by reference to market evidence as to the earnings multiples 
of comparable companies.  

This method is suitable for the valuation of businesses with indefinite trading lives and where earnings are 
relatively stable or a reliable trend in earnings is evident. 

Quoted Market Prices 

The application of the price that an entity’s units’ trade on the ASX is an appropriate basis for valuation where: 

 the units’ trade in an efficient market place where ‘willing’ buyers and sellers readily trade the entity’s 
units; and 

 the market for the entity’s units is active and liquid. 
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APPENDIX 4: TECHNICAL EXPERT REPORT – Geos Mining 
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