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This Scheme Booklet contains important information.
The purpose of this Scheme Booklet is to explain the terms
of the Schemes, the manner in which the Schemes will be
considered and implemented (if the Scheme Conditions are
satisfied), and to provide such information as is prescribed
or otherwise material for Doray Securityholders when
deciding whether or not to vote in favour of the relevant
Scheme. This document constitutes the explanatory
statement required by section 412(1) of the Corporations
Act in relation to the Schemes. You should read this
document in its entirety before making a decision on
whether or not to vote in favour of the Schemes.
Investment decisions
This Scheme Booklet is for Doray Shareholders and Doray
Optionholders collectively and does not take into account
an individual's investment objectives, financial situation,
taxation position or other particular needs.
This Scheme Booklet should not be relied upon as the sole
basis for any investment decision in relation to the
Schemes, Doray Shares, Doray Scheme Options, or Silver
Lake Shares. If you are in any doubt about what you should
do, you should seek independent legal, financial or other
professional advice before making any investment decision
in relation to the Schemes.
Responsibility for information
The information concerning the Doray Group contained in
this Scheme Booklet, including financial information and
information as to the views and recommendations of the
Doray Directors, has been provided by Doray and is the
responsibility of Doray. Neither Silver Lake, nor its advisers,
nor the advisers of Doray assume any responsibility for the
accuracy or completeness of that information.
The Silver Lake Information has been provided by Silver
Lake and is the responsibility of Silver Lake. Neither Doray,
nor its advisers, nor the advisers of Silver Lake assume any
responsibility for the accuracy or completeness of that
information.
BDO Corporate Finance (WA) Pty Ltd has prepared the
Independent Expert's Report in relation to the Schemes set
out in Annexure A of this Scheme Booklet and takes
responsibility for that report. Silver Lake, Doray and their
respective advisers do not assume any responsibility for the
accuracy or completeness of the Independent Expert's
Report.
Role of ASIC, ASX, and the Court
A copy of this Scheme Booklet has been examined by ASIC
pursuant to section 411(2)(b) of the Corporations Act and
lodged with, and registered by, ASIC under section 412(6)
of the Corporations Act. Doray has requested ASIC provides
statements, in accordance with section 411(17)(b) of the
Corporations Act, that ASIC has no objection to the
Schemes. If ASIC provides those statements, they will be
produced to the Court on the Second Court Date.
A copy of this Scheme Booklet has been lodged with ASX.
Neither ASIC, ASX nor any of their officers takes any
responsibility for the contents of this Scheme Booklet.
The Court is not responsible for the contents of this Scheme
Booklet and, the fact that under section 411(1) of the
Corporations Act the Court ordered on 15 February 2019
that meetings of Doray Securityholders be convened by
Doray to consider and vote on the Schemes and has
approved the Scheme Booklet does not mean that the Court:

(a) has formed any view as to the merits of the proposed
Schemes or as to how Doray Securityholders should vote
(on this matter, Doray Securityholders must reach their
own decisions); and
(b) has prepared, or is responsible for, the content of this
Scheme Booklet.
Right to inspect and obtain copies of the Doray Register
Doray maintains the Doray Register in accordance with its
obligations under sections 168, 169, 170 and 172 of the
Corporations Act. The Doray Register contains the name and
address of each holder of Doray Shares and Doray Options
and certain other prescribed details relating to the Doray
Shares and Doray Options.
In accordance with section 173 of the Corporations Act, any
person has the right to inspect the Doray Register. A Doray
Shareholder or a holder of Doray Options may undertake this
inspection free of charge. Any other person may inspect the
Doray Register on payment of any fee required by Doray (up
to the prescribed amount). A person also has the right to
request a copy of the Doray Register, upon payment of any
fee required by Doray (up to the prescribed amount).
Forward-looking statements
This Scheme Booklet contains both historical and forwardlooking statements. All statements other than statements
of historical fact are, or may be deemed to be, forwardlooking statements. The statements contained in this
Scheme Booklet about the advantages and disadvantages
expected to result from the Schemes are forward-looking
statements. Forward-looking statements involve known and
unknown risks, uncertainties and other important factors
that could cause the actual results, performance or
achievements of Doray, Silver Lake and/or the Merged
Group to be materially different from future results,
performance or achievements expressed or implied by such
statements. The operations and financial performance of
Doray, Silver Lake and/or the Merged Group and the change
of a Scheme Participant’s ownership of Doray Securities or
Silver Lake Shares are subject to various risks that are
summarised in Section 8 of this Scheme Booklet and that
may be beyond the control of Doray, Silver Lake and/or the
Merged Group. As a result, Doray’s actual results of
operations and earnings and those of Silver Lake and the
Merged Group following implementation of the Schemes, as
well as the actual advantages and disadvantages of the
Schemes, may differ significantly from those that are
anticipated in respect of timing, amount or nature and may
never be achieved.
The forward-looking statements included in this Scheme
Booklet reflect views only as of the date of this Scheme
Booklet. None of Doray, Silver Lake, the Doray Directors or
the Silver Lake Directors or any other person gives any
representation, assurance or guarantee that the occurrence
of the events expressed or implied in any forward-looking
statements in this Scheme Booklet will actually occur and
you are cautioned not to place undue reliance on such
forward-looking statements.
All written and oral forward-looking statements
attributable to Doray or Silver Lake or any person acting on
their behalf are qualified by this cautionary statement.
Subject to any continuing obligations under the ASX Listing
Rules or the Corporations Act, neither Doray nor Silver Lake
give any undertaking to update or revise any such
statements after the date of this Scheme Booklet to reflect
any change in expectations in relation thereto or any
change in events, conditions or circumstances on which any
such statement is based.
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Doray Securityholders outside Australia
This Scheme Booklet complies with the disclosure
requirements applicable in Australia, which may be
different to those in other countries. The release,
publication or distribution of this Scheme Booklet in
jurisdictions other than Australia may be restricted in such
other jurisdictions and persons outside of Australia who
come into possession of this Scheme Booklet should seek
advice on and observe any such restrictions. Any failure to
comply with such restrictions may contravene applicable
securities law.
Any person (including, without limitation, any custodian,
nominee and trustee) who would, or otherwise intends to,
or who may have a contractual or legal obligation to,
forward this document and/or any other related document
to any jurisdiction outside Australia should inform
themselves of, and observe, any applicable legal or
regulatory requirements of their jurisdiction.
The availability of the Silver Lake Shares under the Share
Scheme to Doray Shareholders who are not resident in
Australia may be affected by the laws of the relevant
jurisdictions in which they are resident. Persons who are
not resident in Australia or who are subject to the laws
and/or regulations of another jurisdiction should inform
themselves of, and should observe, any applicable legal
and/or regulatory requirements.
Each Doray Securityholder is urged to consult his or her
independent professional adviser immediately regarding the
tax consequences of the Merger.
Defined terms
Capitalised terms and certain other terms used in this
Scheme Booklet are defined in the Glossary of defined terms
in Section 13.
The Independent Expert’s Report in Annexure A has its own
defined terms and those terms are sometimes different to
the defined terms in the Glossary.
Currency
All references in this Scheme Booklet to “$”, “AUD” or
“dollar” are references to Australian currency unless
otherwise indicated.
Reference to time
All references in this document to time relate to the time
in Perth, Western Australia, unless otherwise specified.
Date of this document
This document is dated 18 February 2019.
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Key events and the expected timing in relation to the approval and implementation of the
Schemes is set out in the table below:
Event
Latest time and date for lodgement of completed proxy forms for the
Scheme Meetings

Date
20 March 2019
Share Scheme: 10am
Option Scheme: 10:30am

Time and date for determining eligibility to attend and vote at the
Scheme Meetings

20 March 2019

Scheme Meetings to be held at Perth office of BDO, at 38 Station
Street, Subiaco, Western Australia

22 March 2019

at 4pm

Share Scheme: 10am
Option Scheme: 10:30am

If the Schemes are approved by the Requisite Majority of Doray Securityholders, the expected
timetable for implementing the Schemes are:
Second Court Date for approval of the Schemes

28 March 2019

Effective Date of the Schemes

29 March 2019

Last day of trading of Doray Shares on ASX – Doray Shares suspended
from close of trading
Latest time and date for lodgement of Election Form by Small
Shareholders

1 April 2019

Record Date for determining entitlements to the Scheme
Consideration

2 April 2019

Implementation Date – issue of Scheme Consideration and transfer of
Doray Shares and Doray Scheme Options to Silver Lake

5 April 2019

at 5pm

at 5pm

All times stated above are Western Standard Time.
The above dates and times are indicative only and, amongst other things, are subject to the
time at which each Scheme Condition is satisfied and the dates on which all necessary Court
and regulatory approvals are obtained. Doray has the right to vary any or all of these dates and
times, subject to the approval of such variation by ASX, the Court and Silver Lake, where
required.
Any variation to the above dates and times will be announced to ASX (and accordingly, details
of any variations will be available on ASX’s website (www.asx.com.au)) and will be published
on Doray’s website (www.dorayminerals.com.au).
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Dear Doray Securityholder
This Scheme Booklet sets out details of, and seeks your approval for, a merger between Doray
Minerals Limited (Doray, ASX: DRM) and Silver Lake Resources Limited (Silver Lake, ASX: SLR)
(Merger). The advantages of the Merger are detailed in this Scheme Booklet.
Doray and Silver Lake have entered into a scheme implementation deed pursuant to which
Silver Lake proposes to acquire all of the issued ordinary shares and certain options in Doray
(together, the Doray Securities), by way of two separate but related schemes of arrangement
(Schemes).
Under the Schemes, Silver Lake is offering:
•

0.6772 of a Silver Lake share for every 1 Doray share; and

•

$0.0781 cash for every 1 Doray scheme option.

As at the latest practicable date before this Scheme Booklet, the offer for your Doray shares
equates to $0.416 per share, based on the last closing price of Silver Lake’s shares.1
The Merger will result in Doray shareholders holding 37.77% of the enlarged Silver Lake group
(on an undiluted basis)2.
This enlarged group, comprising our Deflector gold-copper project and Silver Lake’s Mount
Monger operation south of Kalgoorlie, will have pro-forma FY 2019 production of approximately
240,000 ounces of gold and gold equivalents (to include Deflector’s copper output) and net cash
and equivalents of approximately $116.4 million3. Our combined Mineral Resource base will be
4.6 million ounces of gold equivalent.
In short, the Merger will create an enlarged group (the Merged Group) which will have two
strongly performing, profitable gold operations in Western Australia and a balance sheet that
will enable us to extract maximum value from our assets and pursue a committed but
disciplined strategy of growing shareholder wealth.
You will be an integral part of the Merged Group: a larger, profitable and well-run Western
Australia-focused gold producer.
Investors, both large and small, in Australia and overseas, have been telling us for some time
that they want to see Doray grow and diversify its asset base. We have listened to those calls
but wanted to carry out our transformation plan first.
With Deflector producing gold and copper safely, reliably and profitably and our cashflow
having significantly reduced debt and strengthened our balance sheet, Doray is now able to
focus on pursuing the next phase of our growth strategy.

1

Based on the last closing price on ASX on 15 February 2019 of Silver Lake's Shares of $0.615.
Based on the assumption that the Doray Performance Rights all vest, are exercised and the resultant
Doray Shares are issued before the Record Date, and that no options or other convertible securities are
exercised or shares issued.
3
Based on net cash and cash equivalents of each company as at 31 December 2018, excluding any
adjustments for transaction costs.
2
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Specifically, this Merger with Silver Lake will deliver value for Doray Shareholders by:
•

Combining Doray with Silver Lake to create a leading West Australian gold producer with
complementary high-grade underground gold camps, strong operational expertise and
aligned growth ambitions;

•

Diversifying production sources and cashflow generation;

•

Enhancing a significant pipeline of organic development and exploration opportunities;

•

Creating a company that will be well-funded and flexible to capture value from growth
opportunities; and

•

Enhancing the appeal of the enlarged company to new investors, including indextracking funds and exchange-traded funds, by provider greater scale and improved share
trading liquidity.

Doray has engaged an independent expert, BDO Corporate Finance (WA) Pty Ltd (Independent
Expert), to advise Doray Securityholders whether the Merger is in the best interests of Doray
Securityholders. The Independent Expert has concluded that, in the absence of a Superior
Proposal, the Schemes are fair and reasonable and in the best interests of Doray
Securityholders.
The Doray Directors unanimously recommend that you vote in favour of the Schemes, in the
absence of a Superior Proposal. Each Doray Director intends to vote in favour of the Schemes
in relation to the Doray Securities held or controlled by them, in the absence of a Superior
Proposal.
No matter how many securities you hold in Doray, your vote is important. If you are unable to
attend the Scheme Meetings in person, I encourage you to vote either online, or by returning
your proxy form. Refer to the Section entitled “Action required by Doray Securityholders” on
page 6 for further information regarding how to vote.
This Scheme Booklet contains detailed information about the Schemes, including the reasons
to vote in favour of, or against, the Schemes, and the risks of holding Silver Lake Shares (refer
to Sections 1 and 8 in particular). The Doray Board encourages you to read this Scheme Booklet
carefully, including the Independent Expert’s Report. If you are in any doubt as to what action
you should take in relation to the Schemes you should consult your professional adviser.
Please call the Doray Information Line on 1800 218 694 (for callers within Australia) or +61 1800
218 694 (for callers outside Australia) if you require further information regarding the Schemes.
On behalf of the Doray Board, I reiterate our strong conviction that the combination of Doray
and Silver Lake represents an attractive pathway forward for Doray and represents a sound
investment proposition.
This Merger will create a new multi-asset, mid-tier ASX-listed gold producer with the
financial strength to become a leading Australian growth-focused gold producer.
I encourage you to vote in favour of the resolutions at the Scheme Meetings relevant to you and
assist in creating a larger, stronger gold producer and, in doing so, increase shareholder wealth
through the substantial synergies we believe are achievable by the Merger.
Yours sincerely,
Julius Matthys
Non-Executive Chairman
Doray Minerals Limited
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Dear Doray Securityholder
The Silver Lake Board and management are pleased to provide you with the opportunity to
participate in the Merger which will see the creation of a stronger, larger and more diversified
company.
The Merger has been unanimously recommended by the Doray Board and each Doray Director
has also indicated that they intend to vote their shares in favour of the Scheme, in both
instances in the absence of a Superior Proposal. The Independent Expert, BDO, has also
concluded that the Scheme is fair and reasonable to Doray Shareholders and therefore is in the
best interests of Doray Shareholders, in the absence of a Superior Proposal.
By combining Doray and Silver Lake, you, as a shareholder of Doray, now have the opportunity
to gain exposure to Silver Lake’s assets, and as a shareholder in the Merged Group, will benefit
from the stronger balance sheet of the Merged Group providing it the flexibility to pursue
quality assets and further optimise the portfolio.
The Merged Group will have an operational centre of gravity in a tier one operating jurisdiction
with two complementary West Australian operating and strategic hubs at Mount Monger and
Deflector.
Silver Lake has a proven track record in the successful development and operation of mines and
a demonstrated expertise in both underground and open pit mining. Silver Lake is focused on
delivering value for all its shareholders, both existing and future, and is pleased to welcome Mr
Leigh Junk and Mr Peter Alexander to the new board of the Merged Group, to work to make this
a reality.
We are optimistic that the combination of Doray and Silver Lake into the Merged Group will
benefit all stakeholders. We believe that combining Doray and Silver Lake will add value and
create benefits for shareholders, employees and communities engaged with the Merged Group.
It is our pleasure to invite you to participate in this opportunity and we look forward to your
vote in favour of the Scheme at the Scheme Meeting either in person at the meeting or by proxy
or representative. Assuming the Scheme is approved and successfully implemented, we also
look forward to welcoming you as a shareholder of the Merged Group.
Yours sincerely,
David Quinlivan
Non-Executive Chairman
Silver Lake Resources Limited
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Your vote is important
Every Doray Securityholder is urged to vote, regardless of the size of your holding of Doray
Securities. For the Schemes to proceed, it is necessary that sufficient Doray Securityholders
vote in favour of the Schemes. If you are registered as a Doray Securityholder at 4pm WST on
20 March 2019, you will be entitled to vote on the relevant Scheme Resolution.
Carefully read this Scheme Booklet
This Scheme Booklet is an important document and you should read it carefully (including the
reasons to vote in favour of the Schemes and the reasons not to vote in favour of the Schemes
as summarised in Section 1) before making any decision on how to vote on the relevant Scheme
Resolution.
There are answers to questions you may have about the Schemes set out in the “Frequently
asked questions” in Section 2. If you have any additional questions in relation to this Scheme
Booklet or the Schemes, please call the Doray Information Line on 1800 218 694 (for callers
within Australia) or +61 1800 218 694 (for callers outside Australia).
Notice of Scheme Meetings
The Schemes will be voted on by Doray Securityholders at the Scheme Meetings to be held at
the Perth office of BDO, at 38 Station Street, Subiaco, Western Australia on Friday, 22 March
2019. The Share Scheme Meeting will commence at 10am (WST) and the Option Scheme
Meeting will commence at the later of 10:30am (WST) and the conclusion of the Share
Scheme Meeting.
The Notice of Share Scheme Meeting is in Annexure G. The Notice of Option Scheme Meeting is
in Annexure H.
How to vote
Doray Securityholders may vote at the relevant Scheme Meeting either in person, or by proxy,
attorney or, in the case of a corporation, by corporate representative.
Voting in person

If you wish to vote in person, you must attend the relevant Scheme
Meeting. All persons entitled to vote must register their attendance by
disclosing their name at the point of entry to the relevant Scheme
Meeting.

Voting by proxy

You may vote by proxy by completing and returning the personalised
proxy form that is provided with this Scheme Booklet.
The completed and duly executed proxy form for the relevant Scheme
Meeting (and if the proxy form is executed by an attorney, an original or
certified copy of the power of attorney) must be received by the Doray
Registry by no later than 20 March 2019 at 10am WST for the Share
Scheme Meeting, and 10:30am WST for the Option Scheme Meeting.
A completed proxy form must be returned to the Doray Registry by:
•

lodgement online at www.investorvote.com.au or scanning the QR
code on your proxy form with your smartphone and follow the
prompts;
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For Intermediary Online subscribers only (custodians) please visit
www.intermediaryonline.com to submit your voting intentions.
Doray Securityholders who have returned a proxy form may still attend
the relevant Scheme Meeting in person.
A proxy need not be a Doray Securityholder. A proxy may be an individual
or a representative of a body corporate.
Voting by power
of attorney

Your vote may be cast by a duly authorised attorney. An attorney need
not be a Doray Securityholder.
Doray Securityholders intending to vote by providing a power of attorney
must provide either an original or a certified copy of the power of
attorney to the Doray Registry for voting at the relevant Scheme
Meeting, by no later than 20 March 2019 at 10am WST for the Share
Scheme Meeting, and 10:30am WST for the Option Scheme Meeting.

Voting by
corporate
representative

A Doray Securityholder that is a body corporate may appoint an
individual to act as its representative at the relevant Scheme Meeting.
If a representative of the body corporate is to attend a Scheme Meeting
the appropriate “Certificate of Appointment of Corporate
Representative” should be produced prior to admission. A form of the
certificate may be obtained from the Doray Registry. This certificate
should be lodged with the Doray Registry before the relevant Scheme
Meeting or at the registration desk on the day of the meeting. The
certificate will be retained by the Doray Registry. If a certificate is
completed by an individual or a corporation under power of attorney,
the power of attorney or a certified copy, must accompany the
completed certificate unless the power of attorney has been previously
noted by the Doray Registry.
Body corporate representatives of eligible Doray Securityholders will be
admitted to the relevant Scheme Meeting and given a voting card at the
point of entry to the meeting on providing written evidence of their
appointment, their name and address, and the name of their
appointor(s).
The chairperson of a Scheme Meeting may permit a person claiming to
be a representative to exercise the body’s powers’ even if they have not
produced a certificate or other satisfactory evidence of their
appointment.

Entitlement to vote
If you are registered as a Doray Shareholder on the Doray Register as at 4pm WST on 20 March
2019 you will be entitled to attend the Share Scheme Meeting and vote on the resolution to
approve the Share Scheme.
If you are registered as a Doray Optionholder on the Doray Register as at 4pm WST on 20 March
2019 you will be entitled to attend the Option Scheme Meeting and vote on the resolution to
approve the Option Scheme.
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Registrable transfers or transmission applications for Doray Securities received after the time
specified above will be disregarded in determining entitlements to vote at the Scheme
Meetings.
In the case of Doray Securities held by joint holders, only one of the joint shareholders is
entitled to vote. If more than one Doray Securityholder votes in respect of jointly held Doray
Securities, only the vote of the Doray Securityholder whose name appears first in the Register
will be counted.
Silver Lake and its Associates will not be entitled to vote at the Scheme Meetings.
Further information
Please call the Doray Information Line on 1800 218 694 (for callers within Australia) or +61 1800
218 694 (for callers outside Australia) if you require further information regarding the Schemes.
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(a)

Reasons to vote in favour of the Schemes

✔

Doray Shareholders will participate in the creation of a mid-tier
gold company with two complementary and established gold camps
in a Tier 1 mining jurisdiction

✔

The Merger diversifies production sources and cashflow generation,
eliminating single mine risk for Doray and thereby reducing quarter
on quarter production volatility

✔

The Merger creates opportunities for Ore Reserve growth through
Mineral Resource conversion from an increased Mineral Resource
base and investment in brownfield exploration

✔

The Merged Group will have the balance sheet strength to pursue
and fund growth opportunities embedded in the portfolio to
maximise the full potential of existing operations

✔

The Merger is expected to result in an immediate step up into the
mid-tier gold producer peer group, thereby increasing market
presence and liquidity

✔

The Independent Expert has concluded that, in the absence of a
superior offer, the Schemes are fair and reasonable and in the best
interests of Doray Securityholders

✔

All of your Doray Directors have unanimously recommended that
you vote in favour of the Schemes, in the absence of a Doray
Superior Proposal

✔

No Doray Superior Proposal has emerged as at the date of this
Scheme Booklet

Reasons to vote in favour of the Schemes are discussed in more detail in
Section 1.2.
(b)

Reasons you may choose to vote against the Schemes

✘

You may disagree with the unanimous recommendation of your
Doray Directors and the conclusion of the Independent Expert that
the Schemes are in your best interests

✘

The exact value of the Scheme Consideration issued as Silver Lake
Shares is not certain and will depend on the price at which Silver
Lake’s Shares trade on ASX after the Implementation Date

✘

You may believe there is potential for increased value should Doray
remain a standalone entity
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✘

You may consider that a Doray Superior Proposal may materialise in
the future were Doray to continue as an independent company

✘

The tax consequences of the Schemes may not suit your current
financial position

Reasons why you may not want to vote in favour of the Schemes are discussed
in more detail in Section 1.3.

Reasons to vote in favour of the Schemes
The Doray Directors are unanimous in their view that the Schemes are in the best
interests of Doray Securityholders, and recommend that Doray Securityholders vote in
favour of the Schemes, in the absence of a Doray Superior Proposal, for the reasons
set out below:
(a)

Doray Shareholders will participate in the creation of a mid-tier gold
company with two complementary and established gold camps in a Tier 1
mining jurisdiction
The Merged Group will have a diverse cashflow base with two complementary
Western Australian operating and strategic hubs at Deflecter and Mount
Monger. The complementary nature of the operations allows for a site-focused
operating model with aggregated functional support. This operating model
will increase the opportunities to optimise site operating configuration and
supply chain across both sites.

(b)

The Merger diversifies production sources and cashflow generation,
eliminating single mine risk for Doray, thereby reducing quarter on quarter
production volatility
Doray Shareholders will gain immediate exposure to Silver Lake’s gold
production and associated cash flow, eliminating the risks faced by Doray as
a single mine producer. In FY18 Silver Lake sold 151,250 ounces at an AISC of
$1,289/oz generating $36.7 million of free cashflow. The Merged Group has
combined FY19 pro-forma production guidance of approximately 240,000 gold
equivalent ounces4 from two established operations.

(c)

The Merger creates opportunities for Ore Reserve growth through Mineral
Resource conversion from an increased Mineral Resource base and
investment in brownfield exploration
The Merged Group will have a Mineral Resource base of 4.6 million gold
equivalent ounces.5 Both Mount Monger and Deflector have a pipeline of inmine and near-mine brownfield exploration targets to generate Ore Reserve
growth. Advanced exploration prospects provide near-term development
opportunities to extend the mine lives at both operations.

4

Pro-forma production guidance based on midpoint of respective Silver Lake and Doray FY19 sales
guidance. Gold equivalency calculated using Au price of US$1,230/oz and Cu price of US$2.70/lb.
5
Merged Group Resources of 4.6 million ounces are on gold equivalent basis and excludes the Andy Well
Gold Project and Gnaweeda Project which are subject to a conditional sale agreement with Westgold
Resources Limited. See Doray's ASX release dated 24 December 2018 and Section 4.2(d) below. Gold
equivalency calculated using Au price of US$1,230/oz and Cu price of US$2.70/lb.
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(d)

The Merged Group will have the balance sheet strength to pursue and fund
growth opportunities embedded in the portfolio to maximise the full
potential of existing operations
At 31 December 2018 the Merged Group had a pro-forma net cash and
equivalents position of approximately $116.4 million6 . The balance sheet and
continued strong cashflow generation provides the opportunity to efficiently
and effectively fund exploration and development studies to create
opportunities to compete for and deploy capital towards organic growth
opportunities.
In addition, this operating and financial strength will allow the Merged Group
to approach future consolidation opportunities from a position of strength.

(e)

The Merger is expected to result in an immediate step up into the mid-tier
gold producer peer group, thereby increasing market presence and
liquidity
As of 25 January 2019 the pro forma market capitalisation of the Merged Group
would have been approximately $416 million. Following completion of the
Merger, the Merged Group is expected to be the 12th largest ASX-listed gold
producer by production and the 11th largest by market capitalisation.7
The Merged Group is expected to receive increased investor interest due to
operational diversity, growth opportunities embedded in the combined
portfolio, robust balance sheet and strong free cash flow generation.
The larger market capitalisation of the Merged Group also means that it may
be eligible for inclusion in the S&P ASX 300 index. Inclusion in this index would
make the Merged Group eligible for investment by investors who base their
investment decisions on index membership, as well as generally being likely
to attract a greater level of investor interest and trading liquidity.
The Merged Group’s increased scale and market capitalisation is also expected
to attract more buying support from index-focused investors and exchangetraded funds (ETFs), which require greater scale and lower risk (addressed
through operating diversity) as part of their investment mandates.

(f)

The Independent Expert has concluded that, in the absence of a superior
offer, the Schemes are fair and reasonable and in the best interests of
Doray Securityholders
The Independent Expert, BDO Corporate Finance (WA) Pty Ltd, has concluded
that, in the absence of a superior offer, the Schemes are fair and reasonable
and in the best interests of Doray Securityholders.
The Independent Expert’s Report is in Annexure A to this Scheme Booklet. The
Doray Directors recommend that Doray Shareholders read the Independent
Expert’s Report in full.

6
Pro-forma cash balance comprised of $104.3 million cash and equivalents for Silver Lake and $21.6
million cash and equivalents minus $9.5 million debt for Doray in each case, as at 31 December 2018.
7
Source: Capital IQ, company disclosures on the ASX market announcements platform. Production
guidance is as at 31 December 2018.
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(i)

Share Scheme
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The Independent Expert, has considered the terms of the Share
Scheme and has concluded that the Share Scheme is fair and
reasonable and in the best interests of Doray Shareholders, in the
absence of a superior offer.
The Share Scheme is considered fair because the Independent Expert
has determined that the value of a Doray Share prior to the
implementation of the Schemes on a control basis, and the value of
0.6772 shares in the Merged Group following implementation of the
Schemes on a minority interest basis is as follows:
Low

Preferred

High

$

$

$

Value of a Doray Share prior to
implementation of the Scheme
(control)

0.231

0.257

0.284

Value of 0.6772 of a Silver Lake
Share following implementation of
the Scheme (minority)

0.240

0.284

0.330

The Share Scheme is considered reasonable by the Independent
Expert because the position of Doray Shareholders if the Share
Scheme is approved is more advantageous than the position if the
Share Scheme is not approved.
(ii)

Option Scheme
The Independent Expert, has considered the terms of the Option
Scheme and has concluded that the Option Scheme is fair and
reasonable and in the best interests of Doray Optionholders, in the
absence of a superior offer.
The Option Scheme is considered fair because the Independent Expert
has determined that the value of a Doray Scheme Option prior to the
implementation of the Schemes on a control basis, and the value of
the Scheme Consideration is as follows:
Low

Preferred

High

$

$

$

Value of a Doray Scheme Option
prior to implementation of the
Scheme

0.023

0.033

0.044

Value of the Option Scheme
Consideration

0.0781

0.0781

0.0781

The Option Scheme is considered reasonable by the Independent
Expert because the position of Doray Optionholders if the Option
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Scheme is approved is more advantageous than the position if the
Option Scheme is not approved.
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(g)

All of your Doray Directors have unanimously recommended that you vote
in favour of the Schemes, in the absence of a Doray Superior Proposal
Before agreeing the terms of the Merger in accordance with the Scheme
Implementation Deed between Doray and Silver Lake, the Doray Directors
considered:
(i)

the challenges facing the continued operation of Doray as a
standalone entity;

(ii)

the ongoing review of possible corporate options to assist in the
growth of its asset base; and

(iii)

the potential for Doray Superior Proposals to arise after the
announcement of the Merger between Doray and Silver Lake.

The Doray Directors consider that the reasons to vote in favour of the Schemes
outweigh the potential disadvantages and reasons to vote against the
Schemes. Therefore, your Doray Directors unanimously recommend that, in
the absence of a Doray Superior Proposal, Doray Securityholders vote in favour
of the Schemes.
The decision of the Doray Directors to recommend the Merger follows an
extensive assessment of strategic options for Doray in regards to various
corporate, asset and financial options available to Doray to enhance value for
Doray Securityholders. Your Doray Directors consider that the Schemes will
deliver greater benefits to Doray Securityholders than any other alternative
currently available, including Doray continuing as a standalone entity.
Now that the Independent Expert has concluded that the Schemes are in the
best interests of Doray Securityholders, each Doray Director intends, in the
absence of a Doray Superior Proposal, to vote to approve the Schemes in
respect of any Doray Securities they own or control.
(h)

No Doray Superior Proposal has emerged as at the date of this Scheme
Booklet
In deciding to recommend the Merger, the Doray Directors were cognisant of
other potential alternatives to the Merger. In exploring alternatives, no Doray
Superior Proposals have emerged. It therefore is the view of the Doray
Directors that it is unlikely that a Doray Superior Proposal will transpire. The
Doray Board will notify Doray Securityholders if a Doray Superior Proposal is
received before the Scheme Meetings.

Reasons you may choose to vote against the Schemes
This Section summarises the potential disadvantages and risks to Doray Securityholders
if the Schemes becomes Effective and the Merger occurs.
The Doray Directors consider that these disadvantages and risks are outweighed by the
advantages of the Schemes (as summarised in Section 1.2), and that the Schemes are
in the best interests of Doray Shareholders in the absence of a Doray Superior Proposal.
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Further details of the following potential disadvantages and risks, and other potential
risks, are set out in Section 8.
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(a)

You may disagree with the unanimous recommendation of your Doray
Directors and the conclusion of the Independent Expert and believe that
the Schemes are not in your best interests.
You may disagree with the unanimous recommendation of your Doray Directors
and the conclusions of the Independent Expert, who have both concluded that
the Schemes are in the best interests of Doray Shareholders, in the absence
of a Doray Superior Proposal. Refer to Section 1.2(f)(i) for the valuation range
assessed by the Independent Expert in respect of the Share Scheme.

(b)

The exact value of the Scheme Consideration issued as Silver Lake Shares
is not certain and will depend on the price at which Silver Lake’s Shares
trade on ASX after the Implementation Date.
The Share Scheme Consideration is fixed at a ratio of 0.6772 of a Silver Lake
Share for every 1 Doray Share held on the Record Date. The exact value that
Doray Shareholders receive for their Doray Shares may move adversely from
the market value of the Share Scheme Consideration on the date of this
Scheme Booklet or the Scheme Meetings. Alternatively, if there is an increase
in the relative price of Silver Lake Shares, the effective value they receive for
their Doray Shares may move favourably from the market value of the Share
Scheme Consideration on the date of this Scheme Booklet or the Scheme
Meetings.
In addition, the Sale Agent will be issued the Silver Lake Shares that would
otherwise be issued to Ineligible Foreign Shareholders and Electing Small
Shareholders and will sell them as soon as reasonably practicable after the
Implementation Date (refer to Sections 3.10 and 3.11). Although the quantum
of these sales is expected to be limited, it is possible that such sales may exert
downward pressure on the share price of Silver Lake during the applicable
period.

(c)

You may believe there is potential for increased value should Doray remain
a standalone entity.
Following implementation of the Schemes, Doray Shareholders will hold
approximately 37.77% of the issued share capital of Silver Lake (assuming that
the Doray Performance Rights all vest, are exercised and the resultant Doray
Shares are issued before the Record Date, and that no options or other
convertible securities are exercised or shares issued). Accordingly, Doray
Shareholders will have a reduced entitlement to any proceeds which may be
generated by Doray’s existing project portfolio.
However, Doray Shareholders will also benefit from any potential proceeds
which may be generated by Silver Lake’s existing project portfolio and strong
balance sheet.
In addition, the risk profile and risk of investment for Doray Shareholders will
change and you may consider the risk profile and risk of investment of the
Merged Group to be disadvantageous relative to that of Doray as a standalone
entity. Whilst the commodity exposure will remain unchanged, other key
aspects including the capital structure, ownership and board and management
of the Merged Group will differ.
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It is possible that you may wish to maintain an interest in Doray as a standalone
entity because you specifically invested in Doray to seek exposure to a
company with the specific characteristics of Doray.
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(d)

You may consider that a Doray Superior Proposal may materialise in the
future were Doray to continue as an independent company.
You may believe that there is a possibility that a Doray Superior Proposal could
emerge in the foreseeable future. However, since the announcement of the
execution of the Scheme Implementation Deed on 14 November 2018 and up
to the date of this Scheme Booklet, no Doray Superior Proposal has been
received.
If a Doray Superior Proposal emerges, this will be announced to the ASX and
the Doray Directors will carefully reconsider the Merger and advise Doray
Shareholders of their recommendation (subject to the exclusivity provisions
of the Scheme Implementation Deed).

(e)

The tax consequences of the Schemes may not suit your current financial
position.
If the Schemes are implemented, you may incur tax on the transfer of your
Doray Shares or Doray Scheme Options. Please refer to Section 9 for further
information on tax implications.
All Doray Securityholders are advised to seek independent professional advice
about their particular circumstances including, for non-resident Doray
Securityholders, the foreign tax consequences.

Additional relevant considerations
(a)

No brokerage or stamp duty will be payable on the transfer of your Doray
Securities pursuant to the Schemes
You will not incur any brokerage or stamp duty costs on the transfer of your
Doray Securities pursuant to the Schemes.
Brokerage fees will however be incurred by Ineligible Foreign Shareholders
and Electing Small Shareholders whose attributable Silver Lake Shares will be
issued to and sold by the Sale Agent, and the Cash Proceeds of the sale
remitted to them.

(b)

The Schemes may be implemented even if you do not vote, or vote against
the Schemes
Even if you do not vote, or if you vote against the Schemes, the Schemes may
still be implemented if they are approved by the Requisite Majorities of Doray
Securityholders and by the Court. If this occurs and you are a Doray
Securityholder, your Doray Shares and/or Doray Scheme Options will be
transferred to Silver Lake (as applicable) and you will receive the Scheme
Consideration even though you did not vote on, or voted against, the Schemes.

(c)

Costs of the Merger
Doray has already incurred, and will incur, significant costs in responding to
the proposed Merger and revisions of that proposal to the point that it is
capable of being provided to Doray Securityholders as schemes of arrangement
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for their consideration. These costs include negotiation with Silver Lake,
retention of advisers, provision of information to Silver Lake, facilitating Silver
Lake’s access to due diligence, conducting due diligence on Silver Lake,
engagement of the Independent Expert and the preparation of this Scheme
Booklet. If the Merger is not implemented in circumstances where no Doray
Superior Proposal emerges and is completed, Doray will not receive any
material value for the costs it has incurred in connection with the Merger.
Under the Scheme Implementation Deed, a Reimbursement Fee of $1,550,000
may become payable by Doray to Silver Lake, or by Silver Lake to Doray, in
certain circumstances. Failure of Doray Securityholders to approve the
Schemes at the Scheme Meetings will not trigger an obligation to pay the
Reimbursement Fee. Further details of the circumstances in which a
Reimbursement Fee may become payable are in Section 11.6.
(d)

Relationship between the Share Scheme and Option Scheme
If the Share Scheme is not approved by Doray Shareholders and the Court,
regardless of whether the Option Scheme is approved, the Schemes will not
proceed and Doray will continue to operate as a standalone entity.
If the Share Scheme is approved by Doray Shareholders and the Court, but the
Option Scheme is not approved, the Merger will still proceed and Silver Lake
will acquire all of the Doray Shares, but Doray Optionholders will continue to
hold their Doray Scheme Options. In those circumstances, Doray would be delisted from ASX, meaning there is unlikely to be an active market for any Doray
Shares issued to Doray Optionholders on exercise of their Doray Scheme
Options. Silver Lake may have a right to compulsorily acquire the Doray
Scheme Options after the Share Scheme is implemented. Please refer to
Section 10.10 for further information.

(e)

Conditionality of the Schemes
The implementation of the Schemes is subject to a number of Scheme
Conditions which are set out in Schedule 1 of the Scheme Implementation
Deed, clause 3.1 of the Share Scheme and clause 3.1 of the Option Scheme.
If the Scheme Conditions are not satisfied or waived (as applicable), the
Schemes will not be implemented and Doray Securityholders will not receive
the Scheme Consideration.
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2.

Frequently asked questions
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This Section provides summary answers to some basic questions that Doray
Securityholders may have in relation to the Schemes. This Section should be read in
conjunction with the whole Scheme Booklet.
Questions about the Schemes and what you will receive
What is a scheme
of arrangement?

A scheme of arrangement is a statutory procedure under the
Corporations Act that is commonly used to enable one company
to acquire another company.
Refer to Section 3.1 for further information.

What is the Share
Scheme?

The Share Scheme is a scheme of arrangement pursuant to
which Doray is asking the Doray Shareholders to consider and
vote on a proposal that Silver Lake will acquire all of the Doray
Shares held by Doray Shareholders as at the Record Date.
Refer to Section 10 for further information.

What is the Option
Scheme?

The Option Scheme is a scheme of arrangement pursuant to
which Doray is asking the Doray Optionholders to consider and
vote on a proposal that Silver Lake will acquire all of the Doray
Scheme Options held by Doray Optionholders as at the Record
Date.
Refer to Section 10 for further information.

Who is entitled to
participate in the
Schemes?

Doray Securityholders on the Doray Register as at 5.00pm on
the Record Date are entitled to participate in the Schemes.
Refer to the Notice of Share Scheme Meeting in Annexure G
and Notice of Option Scheme Meeting in Annexure H for
further information.
Ineligible Foreign Shareholders and Electing Small Shareholders
will not receive their Share Scheme Consideration in the form
of Silver Lake Shares, and will instead receive Cash Proceeds
after their proportional share of brokerage and other costs are
deducted from the Cash Proceeds.
Refer to Sections 3.10 and 3.11 for further information.

What is the
Scheme
Consideration?

If the Schemes become Effective:
•

Share Scheme Participants who are not Ineligible Foreign
Shareholders or Electing Small Shareholders will receive
0.6772 of a Silver Lake Share for each Doray Share they
hold as at the Record Date;

•

Share Scheme Participants who are Ineligible Foreign
Shareholders or Electing Small Shareholders will receive
Cash Proceeds which are to be distributed by no later
than 30 Business Days on which Silver Lake Shares are
capable of being traded on ASX after the Implementation
Date; and
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•

Option Scheme Participants will receive a cash payment
of $0.0781 for each Doray Scheme Option they hold as at
the Record Date.
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Refer to Sections 3.2 and 3.3 for further information
What if I am an
Ineligible Foreign
Shareholder?

If the Share Scheme becomes Effective and you are an
Ineligible Foreign Shareholder, the Silver Lake Shares that
would otherwise have been issued to you will be issued to the
Sale Agent on trust for sale, and you will receive a pro-rata
share of the Cash Proceeds from the sale of all Silver Lake
Shares attributable to Ineligible Foreign Shareholders sold by
the Sale Agent (net of costs including brokerage).
Refer to Section 3.10 for further information.

What if I am a
Small
Shareholder?

Share Scheme Participants who hold 1,500 or less Doray Shares
as at the Record Date may elect to have their entitlement to
Silver Lake Shares as Share Scheme Consideration sold via a
Sale Facility and receive the net sale Cash Proceeds instead.
Refer to Section 3.11 for further information.

When will I
receive my
Scheme
Consideration?

If the Share Scheme becomes Effective:
•

Silver Lake Shares will be issued on the Implementation
Date, which is expected to be 5 April 2019.

•

Ineligible Foreign Shareholders and Electing Small
Shareholders will receive Cash Proceeds as soon as
reasonably practicable and, in any event, not more than
30 Business Days on which Silver Lake Shares are capable
of being traded on ASX after the Implementation Date.

If the Option Scheme becomes Effective, the Option Scheme
Consideration will be transferred to the Option Scheme
Participants as soon as practicable after the Implementation
Date, which is expected to be 5 April 2019.
Refer to Section 10.8 for further information.
What happens if
the Schemes
proceed?

If the Schemes become Effective:
•

all Doray Shares as at the Record Date will be transferred
to Silver Lake;

•

all Doray Scheme Options as at the Record Date will be
transferred to Silver Lake;

•

Doray will become a wholly-owned subsidiary of Silver
Lake and will be de-listed from ASX;

•

all Doray Shareholders as at the Record Date, regardless
of whether or not they voted in favour of the Share
Scheme, will receive consideration in exchange for their
Doray Shares as follows:
o

Doray Shareholders who are not Ineligible Foreign
Shareholders or Electing Small Shareholders will
receive Silver Lake Shares on the Implementation
Date; and
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o

•

Doray Shareholders who are Ineligible Foreign
Shareholders or Electing Small Shareholders will
receive Cash Proceeds which are to be distributed
by no later than 30 Business Days on which Silver
Lake Shares are capable of being traded on ASX
after the Implementation Date; and

all Doray Optionholders as at the Record Date, regardless
of whether or not they voted in favour of the Option
Scheme, will receive cash consideration in exchange for
their Doray Scheme Options.

Refer to Section 10 for further information on the
implementation of the Schemes.
Refer to Sections 3.10 and 3.11 for further information on the
treatment of Ineligible Foreign Shareholders and Electing
Small Shareholders.
What happens if
the Schemes do
not proceed?

If the Schemes do not proceed:
•

you will not receive the Scheme Consideration;

•

Doray will remain listed on ASX as a standalone entity;
and

you will keep your Doray Securities and continue to participate
in the potential benefits of, and continue to be exposed to the
risks associated with, an investment in Doray.
What is the
relationship
between the
Schemes?

If the Share Scheme is not approved by Doray Shareholders and
the Court, regardless of whether the Option Scheme is
approved, neither of the Schemes will proceed and Doray will
continue to operate as a standalone entity.
If the Share Scheme is approved by Doray Shareholders and the
Court, but the Option Scheme is not approved, the Share
Scheme will still proceed and Silver Lake will acquire all of the
Doray Shares, but Doray Optionholders will continue to hold
their Doray Scheme Options. In those circumstances, Doray
would be de-listed from ASX, meaning there is unlikely to be an
active market for any Doray Shares issued to Doray
Optionholders on exercise of their Doray Scheme Options.
Silver Lake may have a right to compulsorily acquire the Doray
Scheme Options after the Share Scheme is implemented.
Refer to Section 10.10 for further information.

Questions about Doray, Silver Lake, and the Merged Group
Who is Doray?

Doray is an ASX listed (ASX: DRM) gold and copper producer and
exploration company with operations in Western Australia.
Doray’s core project is the Deflector Project, located in the
southern Murchison region of Western Australia.
Refer to Section 4 for further information.

Who is Silver
Lake?

Silver Lake is an ASX listed (ASX: SLR) gold production and
exploration company with operations in Western Australia.
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Silver Lake’s core project is the Mount Monger goldfield,
located 50 km southeast of Kalgoorlie.
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Refer to Section 5 for further information.
What will the
Merged Group look
like if the
Schemes are
implemented?

On the Implementation Date, Doray Shareholders and Silver
Lake Shareholders will own approximately 37.77% and 62.23%
of Silver Lake respectively.8
Silver Lake’s Shares will continue to be quoted on the official
list of ASX.
The Merged Group will have a combined pro-forma market
capitalisation of approximately $416 million9, combined cash
and cash equivalents of approximately $125.8 million10
(excluding the impact of the costs associated with the
implementation of the Merger, including estimated transaction
costs11 of $10,323,914).
Refer to Section 6 for further information.

What is Silver
If the Schemes are implemented, the strategy of the Merged
Lake's strategy for Group will be to:
the Merged Group?
y
pursue the full potential of existing operations through
disciplined focus on operational productivity and cash
margins;
y

utilise enhanced scale for site configuration and supply
chain optimisation;

y

invest in exploration in the two highly endowed gold
camps with first principles / data driven exploration
strategy guided by priority to the business, size of the
prize and probability of success; and

y

rigorous evaluation of internal and external opportunities
to create a balanced portfolio to drive returns.

Refer to Section 7 for further information.
What changes will
occur to the Silver
Lake Board in
connection with
the
implementation of
the Merger?

If the Share Scheme become Effective, Silver Lake intends to
appoint Mr Leigh Junk and Mr Peter Alexander to the Silver
Lake Board so that the board of the Merged Group comprises
four Silver Lake nominees and two Doray nominees.
Refer to Section 7.4 for further information.

8

Based on the assumption that the Doray Performance Rights all vest, are exercised and the resultant
Doray Shares are issued before the Record Date, and that no options or other convertible securities are
exercised or shares issued.
9
Market capitalisation as at 25 January 2019. Market capitalisation is calculated based on the Share/Offer
price calculated as the Silver Lake last trading price of $0.520, the number of Silver Lake Shares currently
on issue and expected number of Silver Lake Shares to be issued as Scheme Consideration, based on the
number of Doray Shares currently on issue.
10
Based on the cash and cash equivalents of Doray and Silver Lake respectively as at 31 December 2018.
11
Including redundancy payments, payment of the Option Scheme Consideration, stamp duty and advisor
and other costs.
Page 20

What risks are
Silver Lake will be subject to a range of risks that may
associated with
adversely affect its future operating or financial performance,
the Merged Group? prospects, investment returns, or value of its securities.
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Refer to Section 8 for a summary of the key risks associated
with the Schemes.
Questions about the Doray Directors’ recommendations and intentions, and
reasons to vote for or against the Schemes
What do the Doray
Directors
recommend?

The Doray Directors unanimously recommend that, in the
absence of a Doray Superior Proposal, Doray Securityholders
vote in favour of the Schemes.
Each Doray Director who holds or controls Doray Securities
intends to vote in favour of the Schemes, in the absence of a
Doray Superior Proposal.
Refer to Section 1 for further information on the reasons for
the Doray Directors’ recommendation.

Why are the Doray
Directors
recommending
that I vote in
favour of the
Schemes?

The reasons for the Doray Directors’ recommendation are set
out in Section 1.2.

What are the
reasons why I
might not want to
vote in favour of
the Schemes?

Reasons why you might not want to vote in favour of the
Schemes are set out in Section 1.3.

What is the
opinion of the
Independent
Expert?

The Independent Expert has concluded that, in the absence of
a superior offer, the Schemes are fair and reasonable and in
the best interests of Doray Securityholders.
The valuation range assessed by the Independent Expert in
relation to the Share Scheme is as detailed below:
Low

Preferred

High

$

$

$

Value of a Doray Share
prior to implementation of
the Scheme (control)

0.231

0.257

0.284

Value of 0.6772 of a Silver
Lake Share following
implementation of the
Scheme (minority)

0.240

0.284

0.330

The Independent Expert’s Report is included in Annexure A to
this Scheme Booklet and you are encouraged to read it in full.
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Questions about the Scheme Meetings
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When and where
will the Scheme
Meetings be held?

The Scheme Meetings will be held at the Perth office of BDO, at
38 Station Street, Subiaco, Western Australia on Friday, 22 March
2019.
The Share Scheme Meeting will commence at 10am (WST).
The Option Scheme Meeting will commence at the later of
10:30am (WST) and the conclusion of the Share Scheme
Meeting.
Refer to Annexure G for the Notice of Share Scheme Meeting,
and Annexure H for the Notice of Option Scheme Meeting

Why are there two
Scheme Meetings?

Doray will be holding separate Scheme Meetings for the Doray
Shareholders and Doray Optionholders.
Separate Scheme Meetings are required as each type of Doray
Securityholder must vote independently to determine whether
to sell their Doray Securities under the applicable Scheme.
Specifically:

Who is entitled to
vote on the
Scheme?

y

Doray Shareholders must vote on whether to approve the
Share Scheme and receive the Share Scheme
Consideration; and

y

Doray Optionholders must vote on whether to approve
the Option Scheme and receive the Option Scheme
Consideration.

Doray Securityholders who are recorded as members on the
Doray Register as at 4pm WST on 20 March 2019, are entitled
to vote at the relevant Scheme Meetings.
Silver Lake and its Associates will not be entitled to vote at the
Scheme Meetings.

What voting
majority is
required to
approve the
Schemes?

To pass the resolution approving the Share Scheme, votes in
favour of the Share Scheme must be cast by:
y

more than 50% in number of Doray Shareholders present
and voting (whether in person, by proxy, by attorney or,
in the case of a corporation, by corporate
representative); and

y

at least 75% of the total number of votes cast on the
Scheme Resolution by Doray Shareholders.

To pass the resolution approving the Option Scheme, votes in
favour of the Option Scheme must be cast by:
y

more than 50% in number of Doray Optionholders present
and voting (whether in person, by proxy, by attorney or,
in the case of a corporation, by corporate
representative); and

y

Doray Optionholders whose Doray Scheme Options
amount to at least 75% of the total value of Doray
Scheme Options held by Doray Optionholders present and
voting (whether in person, by proxy, by attorney or, in
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the case of a corporation, by corporate representative)
(with the ‘value’ of a Doray Scheme Option to be
determined by reference to the Option Scheme
Consideration that would be payable to a Doray
Optionholder).
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Refer to Section 10.4 for further information.
Is voting
compulsory?

Voting is not compulsory. However, your vote is important in
deciding whether the Schemes are approved. All Doray
Securityholders are strongly encouraged to vote.
If the resolutions for the Schemes are passed by the Requisite
Majorities of Doray Securityholders and the Court and all of the
other conditions to the Schemes are either satisfied or waived
(where applicable), the Schemes will bind all Doray
Securityholders, including those who do not cast a vote or who
vote against the resolutions.

How do I vote if I
am not able to
attend a Scheme
Meeting?

If you would like to vote but cannot attend a Scheme Meeting
in person, you should:
•

vote online by logging into the Computershare website
with your unique Control Number (you will find this on
the front of your proxy form enclosed with this Scheme
Booklet);

•

appoint a proxy to vote on your behalf by completing,
signing and returning the proxy form(s) sent to you with
this Scheme Booklet by 20 March 2019 at 10am WST for
the Share Scheme Meeting, and 10:30am WST for the
Option Scheme Meeting; or

•

appoint an attorney or corporate representative to vote
on your behalf by sending any powers of attorney or
authority to the Doray Registry or as indicated in the
proxy form(s).

What happens if I
vote against a
Scheme or don’t
vote at all at a
Scheme Meeting?

If the Scheme Resolutions are passed by the Requisite
Majorities at each Scheme Meeting, then, subject to the other
Scheme Conditions being satisfied or waived, the Schemes will
be implemented and will be binding on all Scheme
Securityholders, including those who did not vote or voted
against the Scheme Resolutions.

When will the
results of the
Scheme Meetings
be known?

The results of the Scheme Meetings will be available shortly
after the conclusion of the Option Scheme Meeting and will be
available on ASX’s website at www.asx.com.au and on Doray’s
website at www.dorayminerals.com.au.
Even if the Scheme Resolutions are passed by the Requisite
Majorities at each of the Scheme Meetings, the Schemes are
subject to the approval of the Court at the Second Court Date.
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Do I need to do or
sign anything to
transfer my Doray
Securities?

No. If the Schemes become Effective, Doray will automatically
have authority to sign a transfer document on behalf of
Scheme Securityholders, who will then be paid as set out
above.
You should be aware that, each Scheme Participant will be
deemed to have warranted to Doray, in its own right and for
the benefit of Silver Lake, that:
•

all of their Scheme Securities (including any rights and
entitlements attaching to those shares) which are
transferred to Silver Lake under the Schemes will be
transferred to Silver Lake free from all mortgages,
pledges, charges, liens, encumbrances and security
interests and other interests of third parties of any kind,
whether legal or otherwise (but acknowledging that a
security interest holder may potentially have an interest
in the Scheme Consideration in accordance with the
terms of such security interest); and

•

they have full power and capacity to sell and transfer
their Doray Securities to Silver Lake (including any rights
and entitlements attaching to those Doray Securities).

Will I have to pay
brokerage fees or
stamp duty?

Scheme Participants will not be required to pay brokerage or
stamp duty on the transfer of their Doray Shares.

What are the
Scheme
Conditions?

The Schemes will only be implemented if:

Brokerage fees will however be incurred by Ineligible Foreign
Shareholders and Electing Small Shareholders whose
attributable Silver Lake Shares will be issued to and sold by the
Sale Agent, and the Cash Proceeds of the sale remitted to
them.

•

the Requisite Majority of Doray Securityholders approve
the Schemes;

•

the Court approves the Share Schemes; and

•

the remainder of the Scheme Conditions are satisfied or
waived.

The Scheme Conditions that have not already been satisfied
are described in Section 10.2.
At the date of this Scheme Booklet the Doray Directors are not
aware of any Scheme Condition that is likely to prevent the
Schemes becoming Effective.
The Share Scheme may be implemented even if the Option
Scheme is not implemented.
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What happens if
one or more of the
Scheme Conditions
are not satisfied
or waived?

The Schemes will not be implemented, and Doray and Silver
Lake will continue as separate entities, with each company
bearing its own costs incurred as a result of the proposed
Merger.

What happens if a
Doray Superior
Proposal emerges?

It is possible that a Doray Superior Proposal which is more
attractive for Doray Shareholders than the Merger will emerge
in the future.
The Doray Directors have not received a Doray Superior
Proposal since Doray and Silver Lake announced the Merger,
despite the significant period for such a proposal to emerge.
If a Doray Superior Proposal emerges, this will be announced to
ASX and the Doray Directors will carefully reconsider the
Merger and advise you of their recommendation (subject to the
exclusivity and Reimbursement Fee provisions of the Scheme
Implementation Deed).
Refer to Sections 11.5 and 11.6 for further information.

Can I sell my
Doray Shares now?

Doray Shareholders may sell their Doray Shares at the
prevailing market price, on market at any time before the
close of trading on ASX on the Effective Date, which is
expected to be 29 March 2019.
If Doray Shareholders sell their Doray Shares before the
Effective Date of the Share Scheme (the last day of trading in
Doray Shares before suspension) they will not receive any
Scheme Consideration.

Will the Schemes
be a taxable
transaction for
Australian tax
purposes?

Section 9 provides a description of the general tax implications
of the Schemes for Australian tax residents. You should consult
with your own tax adviser regarding the consequences of
disposing of Doray Shares and/or Doray Scheme Options under
the Schemes, in light of current tax laws and your particular
investment circumstances.
Tax consequences can vary according to a Scheme Participant’s
particular circumstances. Each Scheme Participant should
consult his/her own tax adviser as to the consequences of
participating in the Schemes.
Refer to Section 9 for further information.

Additional questions
What other
information is
available?

Please call the Doray Information Line on 1800 218 694 (for
callers within Australia) or +61 1800 218 694 (for callers outside
Australia) if you require further information regarding the
Schemes.
Alternatively, please contact the Company Secretary of Doray
on +61 8 9226 0600 between 9am and 5pm WST, Monday to
Friday.
If you are in doubt as to what you should do, you should
consult your legal, financial or other professional adviser.
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Summary of the proposed Schemes
A scheme of arrangement is a statutory procedure that is commonly used to enable
one company to acquire or merge with another. The Share Scheme is the mechanism
by which Doray Shareholders may approve the Merger of Doray and Silver Lake.
If implemented, the Share Scheme will have the following effect:
(a)

all Doray Shares will be transferred from existing Doray Shareholders to Silver
Lake in return for the Share Scheme Consideration;

(b)

Doray will become a wholly-owned subsidiary of Silver Lake, and Doray will be
de-listed from ASX;

(c)

Share Scheme Participants will become shareholders in Silver Lake;

(d)

Ineligible Foreign Shareholders and Electing Small Shareholders will receive
the Cash Proceeds of the sale of the Silver Lake Shares that would otherwise
be issued to them net of brokerage and other costs; and

(e)

the strategic direction for the development of Doray’s existing projects will
be determined by the Silver Lake board of directors.

Doray is also undertaking a separate scheme of arrangement between Doray and Doray
Optionholders which, if implemented will result in the transfer of the Doray Scheme
Options to Silver Lake in return for the Option Scheme Consideration.
Implementation of the Schemes is subject to the Scheme Conditions being satisfied,
including the condition that the Schemes may only be implemented if the Requisite
Majority of Doray Securityholders vote in favour of the Schemes at the Scheme
Meetings. A summary of the Scheme Conditions which have not already been satisfied
and the steps necessary to implement the Schemes is in Section 10.2.

Share Scheme Consideration
If the Share Scheme becomes Effective, each Share Scheme Participant (other than
Ineligible Foreign Shareholders and Electing Small Shareholders) will receive 0.6772 of
a Silver Lake Share for every 1 Doray Share they hold as at the Record Date. The Share
Scheme Consideration will be issued by Silver Lake on the Implementation Date, which
is expected to be 5 April 2019.
Ineligible Foreign Shareholders and Electing Small Shareholders will not be issued with
Silver Lake Shares. Instead, the Silver Lake Shares that would otherwise have been
issued to them will be issued to the Sale Agent on their behalf and they will be sold on
ASX. The Cash Proceeds of the sale of the Silver Lake Shares less brokerage and other
costs will then be paid to the Ineligible Foreign Shareholders and Electing Small
Shareholders. Further details of the Scheme Consideration for Ineligible Foreign
Shareholders and Electing Small Shareholders is in Sections 3.10 and 3.11.

Option Scheme Consideration
If the Option Scheme becomes Effective, each Option Scheme Participant will receive
cash consideration of $0.0781 for every 1 Doray Scheme Option they hold as at the
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Scheme Meetings
On 15 February 2019, the Court ordered that the Scheme Meetings be convened in
accordance with the Notice of Share Scheme Meeting and Notice of Option Scheme
Meeting.
The Notice of Share Scheme Meeting is in Annexure G of this Scheme Booklet. The
Notice of Option Scheme Meeting is in Annexure H of this Scheme Booklet.
The Scheme Meetings are to be held at the Perth office of BDO, at 38 Station Street,
Subiaco, Western Australia on Friday, 22 March 2019. The Share Scheme Meeting will
commence at 10am (WST) and the Option Scheme Meeting will commence at the later
of 10:30am (WST) and the conclusion of the Share Scheme Meeting. Doray
Optionholders who wish to attend the Option Scheme Meeting should ensure they are
present at the venue by no later than 10:30am (WST).
The fact that the Court has ordered that the Scheme Meetings be convened is not an
endorsement of, or expression of opinion on, the Schemes by the Court and is no
indication that the Court has a view as to the merits of the Schemes or as to how Doray
Securityholders should vote at the relevant Scheme Meeting. On these matters, Doray
Securityholders must make their own decision.

Unanimous recommendation of the Doray Directors
The Doray Directors unanimously recommend that, in the absence of a Doray Superior
Proposal and subject to the Independent Expert maintaining its conclusion that the
Schemes are in the best interests of Doray Securityholders, Doray Securityholders vote
in favour of the Schemes at the Scheme Meetings.
The Doray Directors believe that the reasons for Doray Securityholders to vote in favour
of the Schemes outweigh the potential disadvantages and reasons to vote against the
Schemes. Each Doray Director who holds Doray Securities or on whose behalf Doray
Securities are held at the time of the Scheme Meetings intends, in the absence of a
Doray Superior Proposal, to vote in favour of the Schemes.
In making their recommendation and determining how to vote on the Schemes, the
Doray Directors have considered:
(a)

the advantages and disadvantages of the Schemes and implications of the
Schemes not being approved, as summarised in Section 1;

(b)

the opinion of the Independent Expert (refer to Section 3.6), that the Schemes
are in the best interests of Doray Securityholders; and

(c)

the alternative arrangements to the Schemes that might have otherwise been
available to Doray.

Independent Expert's conclusion
Doray commissioned the Independent Expert, BDO Corporate Finance (WA) Pty Ltd, to
prepare a report on whether the Schemes are in the best interests of Doray
Securityholders.
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The Independent Expert has concluded that the Option Scheme is fair and reasonable
and in the best interests of Doray Optionholders.
In each case, the Independent Expert’s conclusion is on the basis that no superior
proposal emerges.
The Independent Expert's Report is in Annexure A.

Tax consequences of the Schemes for Australian resident Scheme
Participants
A general guide to the Australian tax consequences for the Schemes for Scheme
Participants who are Australian residents is in Section 9. This guide is not intended to
provide specific tax advice in respect of the individual circumstances of any Doray
Securityholders. Accordingly, Doray Securityholders should seek their own taxation
advice.

Treatment of Doray Options
As at the Latest Practicable Date, Doray had a total of 4,432,816 Doray Options on
issue.
3,235,043 of the Doray Options are exercisable at $0.40 each on or before 30 January
2020. These Doray Options are the subject of the Option Scheme.
The remaining 1,197,773 of the Doray Options are exercisable at $0.63 each on or
before 19 February 2019. Accordingly, these Doray Options are expected to lapse
before the Schemes take effect.

Treatment of Doray Performance Rights
As at the Latest Practicable Date, Doray had a total of 8,645,481 Performance Rights
on issue.
5,000,000 of the Performance Rights are held by the Company's managing director,
Leigh Junk. These Performance Rights were issued pursuant to shareholder approval
obtained at the general meeting held on 10 April 2017. The remaining 3,645,481
Performance Rights are held by other senior management personnel within the
Company who are not related parties of the Company.
The Performance Rights all remain subject to the satisfaction of various vesting
conditions.
The Performance Rights were issued under the Performance Rights Plan approved by
shareholders at the annual general meeting held on 26 November 2015 (Performance
Rights Plan).
The Performance Rights Plan relevantly provides the Board with the discretion to
determine that all or a portion of any unvested Performance Rights automatically vest
on a court approving, under section 411(4)(b) of the Corporations Act, a proposed
compromise or arrangement for the purposes of or in connection with a scheme for the
reconstruction of Doray or its amalgamation with any other company.
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The Board of Doray has resolved that the Performance Rights will automatically vest
upon the court approving the Share Scheme under section 411(4)(b) of the Corporations
Act (the "second court hearing").
Accordingly, it is intended that the Performance Rights will have vested and been
exercised such that the underlying Doray Shares have been issued before the Record
Date for the Share Scheme, such that the holders may participate in the Share Scheme
in the same manner as the other holders of Doray Shares.

Ineligible Foreign Shareholders
An "Ineligible Foreign Shareholder" is a Doray Shareholder whose address as shown in
Doray's Register is a place outside of Australia or New Zealand, unless Silver Lake is
satisfied that the laws of the holder's country of residence permits the issue and
allotment of the Share Scheme Consideration.
Silver Lake is not obliged to issue Silver Lake Shares as Share Scheme Consideration to
any Ineligible Foreign Holder. Instead:
(a)

all Silver Lake Shares which would otherwise be required to be issued to any
Ineligible Foreign Holder under the Share Scheme, if they were eligible to
receive them, will be issued to the Sale Agent;

(b)

Silver Lake will procure that not more than 30 Business Days on which Silver
Lake Shares are capable of being traded on ASX after the Implementation
Date, the Sale Agent:

(c)

(i)

sells on ASX all Silver Lake Shares issued to the Sale Agent pursuant
to the preceding paragraph in such manner, at such price and on such
other terms as the Sale Agent determines in good faith (and at the
risk of the Ineligible Foreign Holders); and

(ii)

remits to Silver Lake the proceeds of sale (after deducting any
applicable brokerage and other selling costs, taxes and charges)
(Cash Proceeds); and

Silver Lake will pay to each Ineligible Foreign Holder such fraction of the Cash
Proceeds as is equal to the number of Silver Lake Shares which would have
been issued to that Ineligible Foreign Holder (if they were eligible to receive
Silver Lake Shares) divided by the total number of Silver Lake Shares issued to
the Sale Agent as described in Section 3.10(a) above, in full satisfaction of
Silver Lake's obligations to those Ineligible Foreign Holders under the Share
Scheme in respect of the Share Scheme Consideration.

Silver Lake will pay the relevant fraction of the Cash Proceeds to each Ineligible
Foreign Holder by either:
(a)

dispatching, or procuring the dispatch, to that Ineligible Foreign Holder by
prepaid post to that Ineligible Foreign Holder's registered address (at the
Record Date), a cheque in the name of that Ineligible Foreign Holder; or

(b)

making a deposit in an account with any ADI (as defined in the Banking Act
1959 (Cth)) in Australia notified by that Ineligible Foreign Holder to Doray (or
the Doray Registry) and recorded in or for the purposes of the Doray Register
at the Record Date,

for the relevant amount, with that amount being denominated in Australian dollars.
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Under the Share Scheme, each Ineligible Foreign Holder appoints Doray as its agent to
receive on its behalf any financial services guide or other notices (including any
updates of those documents) that the Sale Agent is required to provide to Ineligible
Foreign Holders under the Corporations Act.
Doray, Silver Lake and the Sale Agent give no assurance as to the price that will be
achieved for the sale of Silver Lake Shares described above. The Cash Proceeds that
Ineligible Foreign Shareholders will receive may be more or less than the current
market value of Silver Lake Shares after deducting any applicable brokerage and other
costs.
Ineligible Foreign Shareholders are not required to make an election to participate in
the Sale Facility.
Further details regarding the Sale Facility are as follows:
(a)

Silver Lake has appointed Royal Bank of Canada (ARBN 076 940 880) as the
Sale Agent;

(b)

the Sale Agent holds an Australian Financial Services Licence (AFSL 246521);

(c)

based on information from the Doray Registry as at 29 January 2019:
(i)

3,984,869 Doray Shares were held by Ineligible Foreign Shareholders
(comprising approximately 0.89% of the Doray Shares on issue);

(ii)

42 Doray Shareholders were Ineligible Foreign Shareholders
(comprising approximately 0.75% of the total number of Doray
Shareholders); and

(iii)

the Ineligible Foreign Shareholders had registered addresses in Brazil,
Germany, Hong Kong, Indonesia, Japan, Malaysia, Malta, Panama,
Singapore, Switzerland, Taiwan, the United Arab Emirates, the
United Kingdom, and the United States of Amercia;

(d)

the market price of Silver Lake Shares is subject to change from time to time.
Up-to-date information on the market price of Silver Lake Shares is available
from www.asx.com.au (using the code "SLR");

(e)

following the deduction of applicable brokerage and other selling costs, taxes
and charges, the amount of Cash Proceeds received by Ineligible Foreign
Shareholders may be less than the actual proceeds received by the Sale Agent
for that person's Silver Lake Shares.

Small Shareholders
A Doray Shareholder who holds 1,500 or less Doray Shares as at the Record Date may
elect to have their entitlement to Silver Lake Shares as Share Scheme Consideration
allotted to the Sale Agent and receive Cash Proceeds instead.
Small Shareholders that wish to make such an election must complete an Election
Form. Election Forms will accompany copies of this Scheme Booklet sent to those Doray
Shareholders who hold 1,500 Doray Shares or less at the time for determining Doray
Shareholders entitled to be sent a copy of the Scheme Booklet. Small Shareholders may
also obtain a copy from Doray's Share Registry.
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An Election Form will only be valid if it is completed in accordance with the instructions
on the Election Form and is received by the Doray Registry by the date specified on
the Election Form. If a valid Election Form is not provided by a Small Shareholder by
this date, that Small Shareholder will be issued their Scheme Consideration in the form
of new Silver Lake Shares.
Silver Lake Shares that would otherwise have been issued to Electing Small
Shareholders will be issued to the Sale Agent on the Implementation Date. Silver Lake
will procure that not more than 30 Business Days on which Silver Lake Shares are
capable of being traded on ASX after the Implementation Date, the Sale Agent:
(a)

sells on ASX all Silver Lake Shares issued to the Sale Agent pursuant to the
preceding paragraph in such manner, at such price and on such other terms
as the Sale Agent determines in good faith (and at the risk of the Electing
Small Shareholders); and

(b)

remits to Silver Lake the proceeds of sale (after deducting any applicable
brokerage and other selling costs, taxes and charges) (Cash Proceeds).

Silver Lake will pay to each Electing Small Shareholder such fraction of the Cash
Proceeds as is equal to the number of Silver Lake Shares which would have been issued
to that Electing Small Shareholders (had they not elected to receive the Cash Proceeds
instead of Silver Lake Shares) divided by the total number of Silver Lake Shares issued
to the Sale Agent as described in this Section 3.11 above, in full satisfaction of Silver
Lake's obligations to those Electing Small Shareholders under the Share Scheme in
respect of the Share Scheme Consideration.
Silver Lake will pay the relevant fraction of the Cash Proceeds to each Electing Small
Shareholder by either:
(a)

dispatching, or procuring the dispatch, to that Electing Small Shareholder by
prepaid post to that Electing Small Shareholder's registered address (at the
Record Date), a cheque in the name of that Electing Small Shareholder; or

(b)

making a deposit in an account with any ADI (as defined in the Banking Act
1959 (Cth)) in Australia notified by that Electing Small Shareholder to Doray
(or the Doray Registry) and recorded in or for the purposes of the Doray
Register at the Record Date,

for the relevant amount, with that amount being denominated in Australian dollars.
Under the Share Scheme, each Electing Small Shareholder appoints Doray as its agent
to receive on its behalf any financial services guide or other notices (including any
updates of those documents) that the Sale Agent is required to provide to Electing
Small Shareholders under the Corporations Act.
Doray, Silver Lake and the Sale Agent give no assurance as to the price that will be
achieved for the sale of Silver Lake Shares described above. The Cash Proceeds that
Electing Small Shareholders will receive may be more or less than the current market
value of Silver Lake Shares after deducting any applicable brokerage and other costs.
Further details regarding the Sale Facility are as follows:
(a)

Silver Lake has appointed Royal Bank of Canada (ARBN 076 940 880) as the
Sale Agent;

(b)

the Sale Agent holds an Australian Financial Services Licence (AFSL 246521);
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(c)

the Sale Facility is to be conducted in accordance with ASIC Corporations
(Share and Interest Sale Facilities) Instrument 2018/99;

(d)

the market price of Silver Lake Shares is subject to change from time to time.
Up-to-date information on the market price of Silver Lake Shares is available
from www.asx.com.au (using the code "SLR");

(e)

following the deduction of applicable brokerage and other selling costs, taxes
and charges, the amount of Cash Proceeds received by Electing Small
Shareholders may be less than the actual proceeds received by the Sale Agent
for that person's Silver Lake Shares.

Fractional entitlements
If, pursuant to the Share Scheme, a Share Scheme Participant becomes entitled to a
fraction of a Silver Lake Share, the number of Silver Lake Shares issued (or, in the case
of Ineligible Foreign Shareholders and Electing Small Shareholders, the number of
Silver Lake Shares the Sale Agent will receive for sale on their behalf) will be rounded
to the nearest whole number (on an aggregated basis).

If the Schemes do not proceed
If the Share Scheme does not proceed, Doray Shareholders will continue to hold their
Doray Shares. In the absence of any Doray Superior Proposal emerging and completing,
Doray will continue as a standalone entity. Doray Shareholders will be exposed to the
risks relating to Doray's business set out in Section 8.
Depending on the reasons why the Share Scheme does not proceed, either Doray or
Silver Lake may be liable to pay the Reimbursement Fee to the other party. The
Reimbursement Fee is not payable if the Share Scheme does not proceed merely
because the Requisite Majority of Doray Shareholders do not vote in favour of the Share
Scheme. Further information in relation to the Reimbursement Fee is in Section 11.6.
Doray will also be liable to pay certain transaction costs in relation to the Share
Scheme, regardless of whether or not the Share Scheme is implemented.
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This Section of the Scheme Booklet contains information in relation to Doray as at the
date of the Scheme Booklet. Additional information is included in the Independent
Expert's Report attached as Annexure A.

Overview of Doray
Doray is an ASX-listed Western Australian gold and copper producer. The company was
admitted to the official list of the ASX on 4 February 2010, is incorporated in Western
Australia and its registered and principal office is in West Perth, Western Australia.
Doray's core project is the Deflector Project, located in the southern Murchison region
of Western Australia. The Deflector Project commenced production in May 2016.
During the year ended 30 June 2018, the mine produced 64,593 ounces of gold and
3,413 tonnes of copper at an All-In Sustaining Cost (AISC) of $1,190/oz.
As announced by Doray on 24 December 2018, Doray has entered into a conditional
agreement to dispose of the Andy Well Gold Project which is also located in the
Murchison region and the nearby Gnaweeda Gold Project. As at the date of this Scheme
Booklet, it is expected that this transaction will be completed before the Schemes
become Effective. Although these projects are not presently considered material to
Doray, and also may not be held by the Doray Group as at the Effective Date, these
projects are summarised below in the interests of completeness.
Further information can be found at www.dorayminerals.com.au and in the
Independent Expert's Report attached as Annexure A.
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Overview of projects

Figure 1: Location of Doray's projects

(a)

Deflector Gold Copper Project
Background
The Deflector Gold Copper Project is located in the Southern Murchsion region
of Western Australia, 450km north of Perth and approximately 50km southwest of Yalgoo.
Deflector is a shallow narrow vein, high-grade gold and copper underground
mine. The ore is located in a series of structurally controlled lodes.
The Deflector deposit is situated within M59/442. Doray controls a 100%
interest in M59/442 and the surrounding tenement package through its wholly
owned subsidiaries.
In October 2014, Doray entered into a bid implementation agreement with
Mutiny Gold Ltd (Mutiny), pursuant to which the terms were agreed for Doray
to undertake an off-market takeover to acquire all of the issued capital in
Mutiny.
Doray completed the acquisition in March 2015 and commenced construction.
The Project commenced production in May 2016 and includes a fit-for-purpose
processing facility, to enable recovery of gold from a gravity circuit prior to
the production of a copper gold concentrate via flotation methods.
The gold bullion is sold to the Perth Mint via a Refining Agreement and the
high-grade copper-gold concentrate is exported and sold via a Metals Purchase
Agreement with MRI Trading AG.
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Metals produced from the Project are subject to the Western Australian
Government 2.5% royalty for gold and silver and 5% royalty for copper. In
addition, a 1% royalty on gross revenue from the tenement M59/442 is payable
to previous owner, Gullewa Ltd.
In June 2018, Doray released a Financial Year 2019 Guidance of between
80,000 – 85,000 ounces of gold at an all in sustaining cost of between $1,050
- $1,150 per ounce and 2,250 – 2,750 tonnes of copper.
Mineral Resources and Ore Reserve estimates
Deflector's Minerals Resources and Ore Reserves were positively impacted by
new discoveries proximal to the existing underground operations during
Financial Year 2018.
In September 2018, Doray announced a 61% increase in Minerals Resources for
the Da Vinci gold discovery to 248,000t at 12.5g/t gold and 0.5% Cu for 100,000
ounces of gold and 1,200 tonnes of copper.
The upgraded Da Vinci Resource increased the overall Deflector Mineral
Resources (as at 30 June 2018) to 2.85Mt at 8.7g/t gold and 0.6% copper for
800,000 ounces of gold and 16,600 tonnes of copper.
Mineral Resource estimates

GOLD

MEASURED

INDICATED

INFERRED

TOTAL

PROJECT

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Western
Zone

195

8.7

55,000

329

11.2

119,000

31

7.5

7,000

555

10.1

181,000

Central Lode

177

7.2

41,000

169

8.6

47,000

154

10.4

52,000

500

8.7

139,000

Link Lode

32

21.9

23,000

93

29.1

87,000

64

5.8

12,000

190

20.0

122,000

Contact
Lodes

35

5.8

6,000

445

4.6

66,000

278

3.8

34,000

758

4.4

107,000

Western
Zone Splays

-

-

-

-

-

-

587

7.9

149,000

587

7.9

149,000

Da Vinci

-

-

-

142

14.8

68,000

106

9.6

33,000

248

12.5

100,000

Stockpiles

13

5.0

2,000

-

-

-

-

-

-

13

5.0

2,000

2,851

8.7

800,000

TOTAL
453
8.7
127,000
1,179
10.2
387,000
1,220
7.3
287,000
RESOURCE
Notes:
Mineral Resources stated as at 30 June 2018, except Da Vinci which is as at 31 July 2018
Mineral Resources are inclusive of those modified to estimate Ore Reserves. Rounding errors may occur
Ore tonnes and ounce data is rounded to the nearest thousand
Mineral Resources reported above 1.0g/t Au lower cut-off
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COPPER
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TOTAL

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Western Zone

195

1.6

3,100

329

0.6

2,000

31

0.3

100

555

0.9

5,200

Central Lode

177

0.8

1,300

169

0.6

1,000

154

0.2

400

500

0.6

2,800

Link Lode

32

2.5

800

93

1.1

1,000

64

0.8

500

190

1.2

2,300

Contact Lodes

35

0.6

200

445

0.2

900

278

0.2

400

758

0.2

1,500

Western Zone
Splays

-

-

-

-

-

-

587

0.6

3,500

587

0.6

3,500

Da Vinci

-

-

-

142

0.8

1,100

106

0.1

100

248

0.5

1,200

Stockpiles

13

0.7

100

-

-

-

-

-

-

13

0.7

100

TOTAL
RESOURCE

453

1.2

5,500

1,179

0.5

6,000

1,220

0.4

5,000

2,851

0.6

16,600
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PROJECT

Notes:
Mineral Resources stated as at 30 June 2018, except Da Vinci which is as at 31 July 2018
Mineral Resources are inclusive of those modified to estimate Ore Reserves. Rounding errors may occur
Ore tonnes data is rounded to the nearest thousand and copper tonnes to the nearest hundred
Mineral Resources reported above 1.0g/t Au lower cut-off

Competent Person Statement: The information in this Scheme Booklet that
relates to the Mineral Resource estimate for the Deflector Project was first
reported in accordance with ASX Listing Rule 5.8 on 11 July 2018 and updated
on 20 September 2018. Doray confirms that it is not aware of any new
information or data that materially affects the information included in the
announcements of 11 July 2018 and 20 September 2018 and that all material
assumptions and technical parameters underpinning the Mineral Resource
estimate continue to apply and have not materially changed.
Ore Reserve estimates
GOLD

PROVED

PROBABLE

TOTAL

LOCATION

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Underground

280

4.2

39,000

1,100

5.3

190,000

1,400

5.1

230,000

Open Pit

-

-

-

170

3.8

21,000

170

3.8

21,000

Surface
Stockpiles

13

5.0

2,100

-

-

-

13

5.0

2,100

TOTAL
RESERVE

300

4.3

41,000

1,300

5.1

210,000

1,600

5.0

250,000

Note: All data rounded to two significant figures. Rounding errors may occur.
COPPER

PROVED

PROBABLE

TOTAL

LOCATION

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu Tonnes

Underground

280

0.5

1,400

1,100

0.3

2,900

1,400

0.3

4,300

Open Pit

-

-

-

170

0.3

570

170

0.3

570
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COPPER

PROVED

PROBABLE

TOTAL

LOCATION

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu
Tonnes

Tonnes
(kt)

Cu
Grade
(%)

Cu Tonnes

Surface
Stockpiles

13

0.7

90

-

-

-

13

0.7

90

TOTAL
RESERVE

300

0.5

1,500

1,300

0.3

3,500

1,600

0.3

5,000

Note: All data rounded to two significant figures. Rounding errors may occur.

Competent Person Statement: The information in this Scheme Booklet that
relates to the Ore Reserve estimate for the Deflector Project was first
reported in accordance with ASX Listing Rule 5.9 on 11 July 2018. Doray
confirms that it is not aware of any new information or data that materially
affects the information included in the announcement of 11 July 2018 and
that all material assumptions and technical parameters underpinning the Ore
Reserve estimate continue to apply and have not materially changed.
Refer to section 2 of the Independent Valuation Report for further information
regarding the Deflector Project.
(b)

Gnaweeda Gold Project
Background
The Gnaweeda Gold Project (Gnaweeda) is located approximately 15km from
the Andy Well processing facility. Turnberry is the most advanced prospect at
Gnaweeda with current Indicated and Inferred Mineral Resource of 5.5Mt @
1.8g/t for 322,000 oz. Three main mineralised zones have been identified to
date at Turnberry.
Air core drilling by Doray has defined an anomalous corridor along strike from
Turnberry of 6-7km. Initial reverse circulation drill testing of the St Annes
prospect, 3.5km south of Turnberry, was successful in intersecting 20m @
2.4g/t Au, with similar host rocks to those at Turnberry.
Mineral Resource estimate
INDICATED

INFERRED

TOTAL

Tonnes
(Kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(Kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(Kt)

Au
Grade
(g/t)

Au
Ounces

1,200

2.6

101,000

4,300

1.6

221,000

5,500

1.8

322,000

Competent Person Statement: The information in this Scheme Booklet that
relates to the Mineral Resource estimate for the Gnaweeda Gold Project was
first reported in accordance with ASX Listing Rule 5.8 on 9 June 2017. Doray
confirms that it is not aware of any new information or data that materially
affects the information included in the announcement of 9 June 2017 and
that all material assumptions and technical parameters underpinning the
Mineral Resource estimate continue to apply and have not materially
changed.
Refer to section 3 of the Independent Valuation Report for further information
regarding the Gnaweeda Gold Project.
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As announced on 24 December 2018, Doray has entered into a conditional
agreement with Westgold Resources Limited which, if completed, will result
in the sale of the Gnaweeda Gold Project. Refer to Section 4.2(d) for details
of the agreement.
(c)

Andy Well Gold Project
Background
The Andy Well Gold Project is located approximately 45km north of
Meekatharra, in the Murchison region of Western Australia.
Andy Well is a narrow vein, high grade gold system, with mineralisation hosted
in a series of quartz vein lodes. The Andy Well deposit was discovered by Doray
in 2010. The project commenced production in August 2013 and produced over
300,000oz through to the end of October 2017.
The Andy Well Gold Project was transitioned to care and maintenance during
November 2017. A Mineral Resource of over 500,000 ounces of gold at a grade
of 8.6g/t remains underground at Andy Well.
Mineral Resource estimate

MEASURED

INDICATED

INFERRED

TOTAL

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

127

13.7

56,000

1,063

9.2

315,000

628

6.6

134,000

1,817

8.6

503,000

Competent Person Statement: The information in this Scheme Booklet that
relates to the Mineral Resource estimate for the Andy Well Gold Project was
first reported in accordance with ASX Listing Rule 5.8 on 29 September 2017.
Doray confirms that it is not aware of any new information or data that
materially affects the information included in the announcement of 29
September 2017 and that all material assumptions and technical parameters
underpinning the Mineral Resource estimate continue to apply and have not
materially changed.
Sale to Westgold
As announced on 24 December 2018, Doray has entered into a conditional
agreement with Westgold Resources Limited which, if completed, will result
in the sale of the Andy Well Gold Project. Refer to Section 4.2(d) for details
of the agreement.
(d)

Sale of the Andy Well Gold Project and Gnaweeda Gold Project
On 23 December 2018, Doray entered into an agreement (Sale Agreement)
with Westgold Resources Limited (Westgold) pursuant to which Doray agreed
to sell its 100% owned subsidiary, Andy Well Mining Pty Ltd, to Westgold.
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Pursuant to this transaction, if completed, Westgold will acquire the Doray
Group's interests in the Andy Well Gold Project and the Gnaweeda Gold
Project.
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Westgold has paid Doray a $250,000 deposit, which is refundable in the event
that the remaining conditions precedent (described below) are not satisfied.
At completion of the Sale Agreement, Westgold is required to pay Doray a cash
payment of $2,250,000 (in addition to the deposit already paid), and
6,801,225 fully paid ordinary Shares in Westgold. These shares will be subject
to a voluntary 12-month escrow period, subject to customary exceptions.
Westgold is also required to pay deferred consideration to Doray as follows:
(i)

$2,000,000 cash on the achievement of total gold production from
the Andy Well Gold Project and Gnaweeda Gold Project of 100,000
ounces;

(ii)

$2,000,000 cash on the achievement of total gold production from
the Andy Well Gold Project and Gnaweeda Gold Project of 250,000
ounces; and

(iii)

$2,000,000 cash on the achievement of total gold production from
the Andy Well Gold Project and Gnaweeda Gold Project of 500,000
ounces.

Completion of the Sale Agreement remains subject to the satisfaction or
waiver of the the following conditions:
(i)

satisfactory completion of due diligence investigations by Westgold;

(ii)

the transfer of any tenements held by the Doray Group (other than
Andy Well Mining Pty Ltd) comprising the Andy Well Project and the
Gnaweeda Gold Project to Andy Well Mining Pty Ltd; and

(iii)

the receipt of any required third-party consents.

If the above conditions are not satisfied or waived by 28 February 2019 (or any
such later date as may be agreed by the parties), either Doray or Westgold
may terminate the Sale Agreement. As at the date of this Scheme Booklet,
Doray has no reason to believe that the conditions will not be satisfied.
However, as completion of the agreement remains subject to the satisfaction
or waiver of conditions precedent, Doray cautions that there is no certainty
that the sale will be completed. Completion of the Sale Agreement is not a
condition precedent to the Schemes.

Tenement schedule
A summary of the details of each of the tenements in which Doray holds an interest as
at 29 January 2019 is in Part 1 of Annexure B.

Directors and senior management of Doray
The directors and senior management personnel of Doray as at the date of this Scheme
Booklet are listed below. Further information on the board and senior management
personnel of Silver Lake following completion of the Merger is in Section 6.4.
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Name

Current position

Julius Matthys

Non-Executive Chairman

Leigh Junk

Managing Director

Peter Alexander

Non-Executive Director

Jay Stephenson

Non-Executive Director

Rod Jacobs

Chief Operating Officer

Jon Latto

Chief Financial Officer

Mark Cossom

General Manager - Geology & Exploration

Historical financial information
The following information has been extracted from: the audited financial statements
of Doray for the financial years ended 30 June 2018, 30 June 2017 and 30 June 2016.
The financial information has been prepared in accordance with the recognition and
measurement requirements of Australian Accounting Standards (including Australian
Accounting Interpretations) adopted by the AASB and the Corporations Act. The
financial information also complies with the recognition and measurement
requirements of IFRSs and interpretations issued by the International Accounting
Standards Board.
The financial information presented in the tables below does not represent complete
financial statements and should therefore be read in conjunction with the financial
statements for the respective periods, including the description of accounting policies
contained in those financial statements and the notes to those financial statements.
Where appropriate, adjustments have been made to headings and classifications of
historical data to provide a consistent basis of presentation.
In the interval between 30 June 2018 and the date of this Scheme Booklet, there has
not arisen any item, transaction or event of a material and unusual nature likely, in
the opinion of the directors of Doray, to significantly affect the operations of the
consolidated entity, the results of those operations, or the state of affairs of the
consolidated entity, in future financial years, other than those disclosed in subsequent
filings on ASX.
Copies of Doray's audited financial statements for the years ended 30 June 2018, 2017
and 2016, are available on the Doray website (www.dorayminerals.com.au). Copies
will also be provided by Doray, free of charge, to any Doray Securityholder who
requests it before the Scheme Meetings.
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Set out below is Doray's statement of financial position as at 30 June 2018,
2017 and 2016.
2018
$'000

2017
$'000

2016
$'000

23,926
2,111
6,950
1,169
226
13,422

20,483
3,753
14,017
1,607
-

35,034
2,391
13,685
1,378
-

47,804

39,860

52,488

7
60,883
35,737
31,522
23,707

7
95,462
51,582
38,306
-

7
38,792
36,771
164,340
4162

Total Non-Current Assets

151,856

185,357

244,072

TOTAL ASSETS

199,660

225,217

296,560

14,507
3,599
18,124

18,052
5,903
11,540

21,276
4,162
35,759

3,642

-

0

39,872

35,495

61,197

17,403
3,075

19,137
40,130

8,614
46,569

Total Non-Current Liabilities

20,478

59,267

55,183

TOTAL LIABILITIES

60,350

94,762

116,380

139,310

130,455

180,180

207,234
6,042

183,876
5,777

159,015
6,138

ASSETS
Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Prepayments
Investments in listed entities
Disposal group classified as held for sale
Total Current Assets
Non-Current Assets
Trade and other receivables
Property, plant and equipment
Exploration and evaluation assets
Mine development assets
Deferred tax assets

LIABILITIES
Current Liabilities
Trade and other payables
Provisions
Borrowings
Liabilities directly associated with disposal group classified as held
for sale
Total Current Liabilities
Non-Current Liabilities
Provisions
Borrowings

NET ASSETS
EQUITY
Issued capital
Reserves
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Accumulated profits/(losses)

(73,966)

(59,198)

15,027

TOTAL EQUITY

139,310

130,455

180,180
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(b)

Statement of profit or loss and other comprehensive income
Set out below is Doray's statement of profit or loss and other comprehensive
income for the financial years ended 30 June 2018, 2017 and 2016.
2018
$'000

2017
$'000

2016
$'000

159,237
(107,872)
(44,132)
(5,951)

183,019
(104,256)
(54,231)
(7,719)

131,083
(55,029)
(38,934)
(4,793)

1,282

16,813

32,327

Exploration and evaluation expenditure written off
Corporate and other expenses

(3,457)
(7,026)

(4,367)
(7,799)

(5,809)
(8,555)

Results from operating activities

(9,201)

4,647

17,963

Financial income
Financial expense

269
(2,750)

406
(3,201)

681
(1,107)

Net financing expense

(2,481)

(2,795)

(426)

Results from operating and financing activities
Impairment charge

(11,682)
(27,043)

1,852
(72,041)

17,537
-

Loss before income tax
Income tax benefit/(expense)

(38,725)
23,957

(70,189)
(4,036)

17,537
(1,017)

Net loss for the year

(14,768)

(74,225)

16,520

-

-

-

(14,768)

(74,225)

16,520

Revenue from sale of goods
Mining and processing costs
Depreciation and amortisation
Royalty expense
Gross profit

Other comprehensive (loss)/income
Total comprehensive loss for the period

(c)

Statement of cash flows
Set out below is Doray's statement of cash flows for the financial years ended
30 June 2018, 2017 and 2016.

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from gold and other metal sales
Payments to suppliers and employees (incl royalties)
Interest paid
Interest received
Research and development refund
Net cash inflow from operating activities

2018
$'000

2017
$'000

2016
$'000

160,708
(119,944)
(2,749)
268
-

192,986
(130,328)
(3,934)
406
-

131,390
(69,378)
(2,417)
683
583

38,283

59,130

60,861
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CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property, plant and equipment
Payments for exploration and evaluation assets
Payments for mine development assets, including construction
Payments for tenements
Proceeds from sale of tenement

(2,251)
(9,253)
(17,723)
300

(1,721)
(16,917)
(48,675)
(40)
-

(2,049)
(13,464)
(117,800)
1,020

Net cash outflow from investing activities

(28,927)

(67,353)

(132,293)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from share issue
Proceeds from borrowings
Repayments of borrowings
Proceeds from exercise of options

23,587
(29,500)
-

23,559
(30,500)
613

25,231
55,072
1,696

Net cash outflow from financing activities

(5,913)

(6,328)

81,999

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

3,443
20,483

(14,551)
35,034

10,567
24,467

Cash and cash equivalents at the end of the year

23,926

20,483

35,034

Corporate structure of Doray
Doray has several subsidiary entities, all of which are incorporated in Australia. A
summary of the Doray Group's corporate structure is below:
Entity

Doray ownership interest

Doray Gold Operations Pty Ltd

100%

Andy Well Mining Pty Ltd*

100%

Meehan Minerals Pty Ltd

100%

Murchison Resources Pty Ltd

100%

Deflector Mining Limited

100%

MYG Tenement Holdings SPV Pty Ltd 100%
MYG Tenement Holdings Pty Ltd

100%

Brandy Hill Iron SPV Pty Ltd

100%

Brandy Hill Iron Pty Ltd

100%

Central Infrastructure SPV Pty Ltd

100%

Central Infrastructure Pty Ltd

100%

Deflector Gold SPV Pty Ltd

100%

Deflector Gold Pty Ltd

100%

Page 43

For personal use only

Entity

Doray ownership interest

Gullewa Gold Project SPV Pty Ltd

100%

Gullewa Gold Project Pty Ltd

100%

* Doray has entered into a conditional agreement to sell 100% of its shareholding in Andy Well Mining
Pty Ltd to Westgold Resources Limited. Refer to Section 4.2(d) for details.

Information about Doray's Securities
(a)

Doray Shares
As at the Latest Practicable Date, Doray had 446,685,438 Doray Shares on
issue.

(b)

Doray Options
As at the Latest Practicable Date, Doray had a total of 4,432,816 Doray Options
on issue.
3,235,043 of the Doray Options are exercisable at $0.40 each on or before 30
January 2020. These Doray Options are the subject of the Option Scheme.
The remaining 1,197,773 of the Doray Options are exercisable at $0.63 each
on or before 19 February 2019. Accordingly, these Doray Options are expected
to lapse before the Schemes take effect.

(c)

Doray Performance Rights
As at the Latest Practicable Date, Doray had 8,645,481 Doray Performance
Rights on issue. It is intended that these Performance Rights will vest and be
exercised before the Record Date, such that the holders may participate in
the Share Scheme in the same manner as the other holders of Doray Shares.
Refer to Section 3.9 for further information.

Registers
In accordance with section 169 of the Corporations Act, Doray maintains a register of
all Doray Shareholders. In accordance with section 170 of the Corporations Act, Doray
maintains a register of the names of all Doray Option holders. Pursuant to section 173
of the Corporations Act, Doray Shareholders and holders of Doray Options may, upon
request to Doray:
(a)

inspect these registers free of charge; and

(b)

obtain a copy of these registers, subject to payment of a prescribed fee to
Doray.

Doray's substantial shareholders
Based on information lodged with ASX or known to Doray, the following persons had a
Relevant Interest in 5% or more of the Doray Shares on issue as at the Latest Practicable
Date:
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Doray Shareholder

Number of Doray
Shares Held

Percentage of Issued
Doray Shares

Perennial Value Management

55,340,398

12.39%

Ruffer LLP (on behalf of LF Ruffer
Gold Fund)

50,143,552

11.23%

Paradice Investment Management

44,177,444

9.89%

Doray Share trading history
The last recorded sale price of Doray Shares traded on ASX before the announcement
of the proposed Merger on 14 November 2018 was $0.36 on 13 November 2018.
The following chart shows the closing price and volume traded of Doray Shares on the
ASX over the last 12 months, to the Latest Practicable Date.
A$/share

Volumes ('000s)
8,000

$0.50

$0.40
6,000
$0.30

DRM Share Price
Performance &
Trading Volume
(LTM to 15-Feb-19)

4,000
$0.20
2,000
$0.10

$0.00

0

Trading Volume ('000) RHS

Share Price (A$) (LHS)

The latest recorded sale price of Doray Shares traded on ASX before the Latest
Practicable Date, was $0.400 on 15 February 2019.
During the three-month period immediately preceding the Latest Practicable Date, the
highest and lowest recorded sale prices of Doray Shares on ASX were, respectively,
$0.400 on 15 February 2019 and A$0.310 on 15, 29 and 30 November 2018.

Doray Directors' intentions if Merger does not proceed
Should the planned Merger with Silver Lake not become Effective, Doray would
continue to operate as a listed public company carrying on the business of gold and
copper production and exploration in Western Australia under the leadership of the
current senior management.
The Doray Directors and Doray executive management would continue to assess
corporate, asset and financial options available to Doray to enhance value for Doray
Shareholders, as and when these potential opportunities arise.

Doray announcements and reports
Doray is subject to the periodic and continuous disclosure requirements of the
Corporations Act and ASX Listing Rules. Specifically, as a listed company, Doray is
subject to the ASX Listing Rules which require continuous disclosure of any information
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Doray has concerning it that a reasonable person would expect to have a material
effect on the price or value of its securities.
Doray announcements are available on its website (www.dorayminerals.com.au) as
well as the ASX website (www.asx.com.au). Further announcements concerning
developments at Doray may be made and placed on these websites after the date of
this Scheme Booklet.
In addition, Doray is also required to lodge various documents with ASIC. Copies of
documents lodged with ASIC in relation to Doray may be obtained from, or inspected
at, an ASIC office.
Doray will provide a copy of each of the following documents, free of charge, to anyone
who asks for them before the Share Scheme is approved by the Court. The following
documents can also be obtained from the ASX website (www.asx.com.au) or from the
Doray website (www.dorayminerals.com.au):
(a)

the annual financial report of Doray for the financial year ended 30 June 2018
(being the annual financial report most recently lodged with ASIC by Doray
before lodgement of a copy of this Scheme Booklet with ASIC for registration);
and

(b)

any continuous disclosure announcements made by Doray after the date of the
lodgement of the annual financial report referred to above and before the
lodgement of a copy of this Scheme Booklet with ASIC for registration.

There is no information which has been excluded from a continuous disclosure notice
in accordance with the ASX Listing Rules, and which is required to be set out in this
Scheme Booklet.
A list of announcements made by Doray to the ASX from the time that Doray announced
that it and Silver Lake had entered into the Scheme Implementation Deed on
14 November 2018 to the Latest Practicable Date is below:
Date announced

Subject of announcement

15/02/2019

Results Of First Court Hearing For Merger With Silver Lake

31/01/2019

Quarterly Activities Report

25/01/2019

AYR: Horse Well JV Update

18/01/2019

Change in substantial holding

24/12/2018

Doray to Sell Andy Well and Gnaweeda Gold Projects

24/12/2018

Ceasing to be a substantial holder

20/12/2018

Trading Halt

20/12/2018

Pause in Trading

13/12/2018

High Grade Underground Drill Results from Deflector

12/12/2018

Change in substantial holding
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Date announced

Subject of announcement

28/11/2018

Results of Meeting

28/11/2018

Annual General Meeting Presentation

26/11/2018

AYR: Horse Well JV Update

14/11/2018

Scheme Implementation Deed

14/11/2018

Silver Lake and Doray Merger Presentation

14/11/2018

Silver Lake and Doray to Merge

Legal disputes
Doray is not involved in any material legal disputes and is not a party to any material
litigation as at the date of this Scheme Booklet.
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This Section of the Scheme Booklet contains information in relation to Silver Lake as
at the date of the Scheme Booklet. Additional information is included in the
Independent Expert Report attached as Annexure A.

Overview of Silver Lake
Silver Lake was incorporated in 2004 and has been listed on the ASX since 14 November
2007. Silver Lake ordinary shares trade under the ASX code SLR.
Silver Lake is a gold producing and exploration company operating in the Eastern
Goldfields district of Western Australia. Silver Lake's key asset is its 100% owned Mount
Monger gold camp which has Mineral Resources (as at 30 June 2018) containing 3.72
million ounces of gold inclusive of 0.53 million ounces of Ore Reserves.
In FY18, Silver Lake sold 151,250 ounces of gold at an average realised gold sale price
of $1,684/oz and an All-in Sustaining Cost (AISC) of $1,289/oz. Strong operating
performance with a focus on margin over volume has directly translated into a robust
balance sheet with $104.3 million of cash and bullion and no debt as at 31 December
2018.
Silver Lake will continue to invest in exploration at Mount Monger to target higher
margin ounces and increase production visibility with the FY19 exploration budget of
~$12 million.
Silver Lake has a highly experienced and successful board and management team with
skill sets covering most facets of the resource sector.

Overview of projects
The Mount Monger Gold Camp is located 50km southeast of Kalgoorlie and is a highly
endowed gold camp. Silver Lake has produced >1.1 Moz from Mount Monger since 2008,
whilst having no more than a 3-4 year Ore Reserve backed mine life.
Mount Monger has an established track record of gold production. Through exploration
and development over the past 3 years Mount Monger has transitioned to larger, longer
life mining centres (Mining Centres) which has delivered multiple high-grade ore
sources and increased production transparency.
The three independent and self-sufficient Mining Centres at Mount Monger are the
Daisy, Mount Belches and Aldiss Mining Centres. These Mining Centres feed the central
1.3Mtpa Randall's mill. Each Mining Centre is a distinct geological district with different
host mineralisation.
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(a)

Daisy Mining Centre
Geology
The Daisy Complex gold deposit mineralisation is hosted in a package of
andesitic volcaniclastics and conglomerates that are uncomformably overlain
by a hanging wall komatiite unit. The structurally controlled gold
mineralisation is concentrated in quartz veins ranging from 1cm to 1m in width
and veins typically occur on the contact between porphyries and the
volcaniclastic host sequence.
Drilling at the Daisy Complex continues to intersect high grade mineralisation
in multiple directions, providing opportunities for future life of mine
extensions.
Exploration
Exploration drilling at the Daisy Complex has the objectives of Mineral
Resource extension, Ore Reserve conversion and discovery, with the recent
focus on the discovery of new mineralised zones higher in the mine elevation.
Ore Reserve conversion exploration is based on a progressive infill and
extensional drilling program to complement the mine development schedule
and target the replacement of depleted Ore Reserve ounces on an annual
basis. This strategy has seen 279,000 ounces of gold mined from the Daisy
Complex since FY15 despite it never having more than a 91,000 ounce Ore
Reserve at any point in time as shown below:
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Resource definition drilling is targeting extensions to the gold domains to
determine the down plunge continuity of the gold lodes away from the current
Resource wireframes. These extensions provide the potential for mine life
extensions outside of the current Mineral Resource.
The discovery exploration program has a duel strategy; identification of lodes
proximal to underground mining infrastructure and regional exploration
targeting the strong anomalous gold trends which extend north, south and
west of the Daisy Complex.
Significant progress has been made in the identification and advancement of
proximal targets over the past two years. These targets present an opportunity
to introduce new mining fronts higher in the mine elevation relative to current
mining fronts.
Following a successful drilling program in FY18, development to access the
Daisy North Target area commenced in Q1 FY19. The Daisy North area will
utilise existing underground infrastructure with development from the 550
level, at ~150m vertical depth and ore production is expected to commence
in FY20.
The Easter Hollows discovery consists of multiple new "Daisy style" lodes
extending up to 450m to the west of existing underground development, with
a 1,000m plunge extent from surface. Easter Hollows is a priority near term
exploration target.
For the latest details on Daisy Complex exploration refer to Silver Lake's ASX
release of 14 September 2018 entitled "Drilling highlights significant upside
at Daisy Complex".
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Underground ore is mined predominantly via a narrow vein longhole open
stoping method. Mining is carried out by a mining contractor with ore hauled
18km on privately owned roads by Silver Lake's haulage contractor to the
Randalls Mill for processing.
The Daisy Complex has a well-established track record of delivering a
consistent, high grade baseload feed of ounces to the Randalls Mill. In FY18,
the Daisy Complex produced 328,941 tonnes at 6.4 g/t Au for 68,033 contained
ounces and recent mine production data is summarised in the table below:
Metric
Ore mined (tonnes)

FY18

FY16

328,941

300,201

318,717

6.4

7.0

7.0

68,033

67,106

72,208

Mined grade (g/t)
Contained gold
(ounces)

FY17

Outlook
The Daisy Complex has a 10-year track record of Mineral Resource to Ore
Reserve conversion under Silver Lake ownership and mine production is
expected to remain reasonably consistent in the foreseeable future. FY19
mining activities will focus on the Lower Prospect and Haoma West lodes,
whilst development to access the shallow Daisy North production areas
commenced in Q1 FY19.
(b)

Mount Belches Mining Centre
Geology
Gold deposits at the Mount Belches Mining Centre are hosted by well bedded
and laminated Banded Iron Formations (BIF) which are surrounded by massive
well bedded, fine to medium grained greywackes, siltstones and sandstones.
Gold mineralisation is present in the selvedges and alteration haloes to
abundant tensional quartz veins which range from 5cm to 1m in thickness and
dip shallowly to the southwest within the BIF horizons. Two to three parallel
mineralised BIF horizons are associated with the significant gold deposits at
Mount Belches.
Exploration
Mount Belches Mineral Resource definition exploration in FY19 will focus on
the conversion of Inferred Resources along strike and down plunge of the
higher confidence Mineral Resource categories. FY18 drilling has intersected
mineralisation outside of the current Mineral Resource base, with these areas
to be progressively infilled to increase confidence in the continuity of
mineralisation and potentially extend the mine life visibility beyond the
current Mineral Resource.
The Santa project has returned a significant number of high grade drill results
and is a priority development project. The Santa deposit has a sizeable Mineral
Resource of 420,000 ounces largely located in the Eastern BIF unit. Recent
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drilling has targeted the relatively untested Western BIF unit beneath the
Santa North pit floor. The drill results to date have demonstrated strike and
vertical continuity within the Western BIF unit and mineralisation in the drill
core is observed to be consistent with the high-grade mineralisation seen at
the Maxwells and Cock-eyed Bob underground mines.
Drilling and mine design studies will continue in parallel to advance the Santa
project. The ability to leverage off the installed above-ground support
services and maintenance infrastructure at Mount Belches provides potential
for an internally funded, near-term and low capital mine development should
sufficient confidence in the continuity of mineralisation at Santa be
established in further drill programs.
For the latest details on Santa exploration refer to Silver Lake's ASX release of
7 December 2018 entitled "Thick high grade results at Santa confirm
Underground mine potential".
Over the medium-term, regional exploration will continue to target the 25km
of prospective BIF horizons which provides a clear marker for exploration
targeting.
Operating profile
Mining activities at the Mount Belches Mining Centre consist of two shallow,
high-grade underground mines; Maxwells and Cock-eyed Bob. Ore from both
operations is mined via a narrow vein longhole open stoping method and
mining is performed by a mining contractor.
Maxwells and Cock-eyed Bob ore is hauled approximately 18km on privately
owned haulroads by Silver Lake's haulage contractor to the Randalls Mill for
processing.
Production from the Maxwells underground in FY18 was 204,671 tonnes at
4.8 g/t Au for 31,856 contained ounces. Commercial production was declared
at Cock-eyed Bob in March 2018 as mining re-commenced following
completion of a successful exploration program in FY17. The exploration
program delivered an upgraded Mineral Resource with a 30% increase in
ounces to 266,000 ounces at a 38% higher grade of 5.8 g/t Au. FY18 production
from Cock-eyed Bob was 65,505 tonnes at 6.1 g/t Au for 12,940 ounces, with
the mine hitting target rates of 25,000 to 30,000 ounces per annum in Q1
FY19.
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Recent mine production data is summarised in the table below:
Metric

FY18

FY17

FY16
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Maxwells Underground
Ore mined (tonnes)
Mined grade (g/t)
Contained gold (ounces)

204,671

88,858

-

4.8

4.9

-

31,856

13,914

-

65,505

23,677

100,748

6.1

4.1

4.2

12,940

3,114

13,533

Cock-eyed Bob
Ore mined (tonnes)
Mined grade (g/t)
Contained gold (ounces)
Outlook
The establishment of the Mount Belches Underground Mining Centre was an
important milestone for Silver Lake, as it diversified the high grade ore
sources and increased life of mine visibility at Mount Monger.
The two mines at Mount Belches provide access to shallow, high grade
underground ore sources in addition to the established and consistent
baseload feed from the Daisy Complex. FY19 production from Mount Belches
is expected to comprise a relatively consistent year on year contribution from
Maxwells with Cock-eyed Bob reaching target annual production rates of
25,000-30,000 ounces. Production from the two current Mount Belches mines
is expected to be broadly consistent at FY19 levels out to FY22.
The Santa project has advanced from exploration through to the study phase
following the multiple high-grade drill results beneath the open pit floor,
which have increased the potential for Santa to become a third, shallow, highgrade mine at the Mount Belches Mining Centre.
(c)

Aldiss Mining Centre
Geology
The Aldiss Project area lies on the eastern margin of the Kurnalpi Terrane and
covers a 55km strike of the prospective Aldiss Fault, a regional shear zone
located near the contact of the Archaean volcano-sedimentary sequence with
the granitoid-gneiss terrane of the Erayinia Granite Suite.
Aldiss gold mineralisation is hosted in amphibolites and metasediments
striking north/south and dipping to the west. The significant gold deposits at
Aldiss occur within shear zones hosted by the amphibolite units, characterised
by a strong foliation sub-parallel to the metasedimentary layering.
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Exploration
Resource definition drilling at Karonie South continues to intersect broad,
high-grade gold lodes down plunge of the current Mineral Resource and
outside of the current open pit design. The extension of mineralisation beyond
the open pit design highlights the potential for either further open pit push
back or future underground operation.
Regional exploration along the prospective 10km shear zone will target
extensions and repetitions of the Karonie and Harry's Hill deposits along the
strike of the Aldiss mineralised zone to the south. Current Mineral Resources
along the shear zone include Spice, Tank and Atriedes and total 48,000
ounces. Current drilling coverage within these deposits is constrained to only
~60 metres below surface and a high resolution ground magnetics survery to
enhance geological and structural targeting was completed in Q1 FY19.
Reverse circulation and diamond drilling programs during FY19 and beyond
will target direct extensions to the strike and down plunge extents of the
current deposits at Aldiss.
Operating profile
The Aldiss Mining Centre will comprise three proximal open pit mines being
Harrys Hill, French Kiss and Karonie South. The three deposits have a
combined Ore Reserve of 201,000 ounces which underpin feed to the Randalls
Mill from FY19 through to FY22.
Development of the Aldiss Mining Centre commenced in Q3 FY18 and was
completed during Q2 FY19. Infrastructure development included construction
of a 36km haul road, administration offices, 80-man camp and power and
communications infrastructure.
Outlook
Ore production commenced at the first of the Aldiss open pits, Harrys Hill
during the latter stages of Q1 FY19 with first ore delivery to the mill in Q2
FY19 and volumes to be progressively ramped up from Q2 FY19.
(d)

Randalls Mill
Gold ore from the Mount Monger operation is transported to the Randalls Mill,
located 65 km south east of Kalgoorlie. The Randalls Mill is a conventional CIP
gold processing facility that incorporates three stages of crushing and two
stages of grinding with a throughput capacity of 1.3mtpa.
Silver Lake's gold bullion is sold to either the Perth Mint or to a financial
institution. Metals produced by Silver Lake are subject to the Western
Australian Government 2.5% royalty for gold and silver. Additional contractual
royalties are payable on ore from certain tenements, the material of which
are shown in the Silver Lake tenement schedule in Part 2 of Annexure B.
Ore milled for FY2018 totalled 1,256,120 tonnes at a grade of 4.2 g/t Au for
157,936 recovered ounces.
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Recent mill performance data is summarised in the table below:
Metric

FY18

FY17

FY16

1,256,120

1,300,152

1,236,600

Milled grade (g/t)

4.2

3.5

3.5

Recovery (%)

92

93

95

Gold produced (ounces)

157,936

135,837

131,109

Gold sold (ounces)

151,250

137,000

132,400
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Ore milled (tonnes)

Silver Lake Mineral Resources and Ore Reserves at 30 June 2018
Mineral Resource estimates
MEASURED
Tonnes
('000s)

Grade
(g/t
Au)

122

42.7

Fingals

-

Costello
Lorna
Doone

INDICATED
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

168

737

19.0

-

-

131

-

-

-

-

-

507

Wombola
Pit
Wombola
Dam

INFERRED
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

449

1,273

13.4

2.7

11

1,043

-

-

-

-

686

2.0

2.6

43

549

-

-

-

13

3.2

-

TOTAL
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

Ounces
(Au
'000s)

549

2,132

17.0

1,166

2.3

77

1,174

2.3

88

111

4.0

14

111

4.0

14

44

641

3.5

72

1,327

2.7

116

2.5

45

663

3.6

77

1,719

3.0

165

47

3.1

5

20

4.0

3

67

3.3

7

1

164

2.6

14

120

3.0

12

297

2.8

27

-

-

-

-

-

350

2.4

27

350

2.4

27

642

10.3

212

2,313

7.6

568

4,221

6.1

831

7,177

7.0

1,611

Majestic

-

-

-

1,673

2.6

142

790

2.3

58

2,463

2.5

200

Imperial

-

-

-

504

2.7

44

216

2.0

14

720

2.5

58

Sub Total

-

-

-

2,177

2.7

186

1,006

2.2

72

3,183

2.5

258

291

6.2

58

1,103

5.6

200

947

5.6

171

2,341

5.7

429

-

-

-

3,788

2.5

302

1,165

3.1

117

4,953

2.6

419

347

6.3

70

563

5.6

101

587

4.8

90

1,497

5.4

261

Daisy
Mining
Centre
Daisy
Complex

Mirror/
Magic

Hammer
& Tap
Sub Total
Imperial/
Majestic
Mining
Centre

Mount
Belches
Mining
Centre
Maxwells
Santa
Cockeyed Bob
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MEASURED
Grade
(g/t
Au)

Tonnes
('000s)

Grade
(g/t
Au)

Rumbles

-

-

Anomaly
A

-

Grade
(g/t
Au)

-

351

2.2

-

-

232

638

6.2

128

Karonie

-

-

Harrys
Hill

-

French
Kiss

Ounces
(Au
'000s)
24

851

2.2

1.9

14

44

6,037

3.3

641

-

3,595

1.8

-

-

1,855

-

-

-

Spice

-

-

Tank/
Atriedes

-

Italia/Arg
onaut
Sub Total

TOTAL
Tonnes
('000s)

Grade
(g/t
Au)

Ounces
(Au
'000s)

59

1,202

2.2

83

1.7

2

276

1.8

16

3,594

3.8

439

10,269

3.7

1,209

213

620

1.5

30

4,215

1.8

243

2.5

149

448

2.4

34

2,303

2.5

183

646

2.7

55

808

1.7

45

1,454

2.1

100

-

78

2.4

6

64

1.3

3

142

1.9

9

-

-

236

1.4

11

604

1.5

29

840

1.5

39

-

-

-

409

1.4

19

-

-

-

409

1.4

19

-

-

-

6,819

2.1

452

2,544

1.7

141

9,363

2.0

593

13

4.6

2

34

4.8

5

8

7.2

2

55

5.1

9

-

-

-

107

2.1

7

6

1.2

0

113

2.1

7

Sub Total

13

4.6

2

141

2.8

13

14

4.6

2

168

3.0

16

Stockpile
Total

907

1.2

35

-

-

-

-

-

-

907

1.2

35

2,200

5.3

377

17,488

3.3

1,860

11,379

4.1

1,485

31,067

3.7

3,721

Sub Total

Ounces
(Au
'000s)

INFERRED
Tonnes
('000s)
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Tonnes
('000s)

INDICATED

Ounces
(Au
'000s)

Aldiss
Mining
Centre

Randalls
Mining
Centre
Lucky
Bay
Randalls
Dam

Total
Mount
Monger

Ore Reserve estimates
PROVED
Tonnes
('000s)

Grade
(g/t
Au)

144

7.7

-

PROBABLE
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

36

250

6.8

-

-

-

144

7.7

36

Imperial

-

-

Majestic

-

Sub Total

-

TOTAL
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

Ounces
(Au
'000s)

55

394

7.2

91

-

-

-

-

-

250

6.8

55

394

7.2

91

-

-

-

-

-

-

-

-

-

169

3.8

21

169

3.8

21

-

-

169

3.8

21

169

3.8

21

Daisy Mining
Centre
Daisy Complex
Mirror/ Magic
Sub Total
Imperial/
Majestic
Mining Centre
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PROVED
Tonnes
('000s)

Grade
(g/t
Au)

Cock-eyed Bob

139

6.6

Maxwells

130

Sub Total

PROBABLE
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

30

264

5.8

5.8

24

389

269

6.2

54

-

-

-

TOTAL
Ounces
(Au
'000s)

Tonnes
('000s)

Grade
(g/t
Au)

Ounces
(Au
'000s)

49

403

6.1

79

6.0

75

519

6.0

100

653

5.9

125

922

6.0

179

177

3.6

21

177

3.6

21
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Mount Belches
Mining Centre

Aldiss Mining
Centre
French Kiss
Karonie

-

-

-

1,382

2.0

87

1,382

2.0

87

Harrys Hill

-

-

-

1,305

2.2

93

1,305

2.2

93

Sub Total

-

-

-

2,864

2.2

201

2,864

2.2

201

Stockpile
Total

907

1.2

35

-

-

-

907

1.2

35

1,319

2.9

124

3,937

3.2

402

5,256

3.1

526

Total Mount
Monger

Competent Person Statement: The information in this Scheme Booklet that relates to
the Mineral Resource and Ore Reserve estimates for Silver Lake were reported on 24
August 2018. Silver Lake confirms that it is not aware of any new information or data
that materially affects the information included in the announcement of 24 August
2018 and that all material assumptions and technical parameters underpinning the
Mineral Resource and Ore Reserve estimates continue to apply and have not materially
changed.

Tenement schedule
A summary of the details of each of the tenements in which Silver Lake holds an
interest as at 29 January 2019 is in Part 2 of Annexure B.

Directors and senior management of Silver Lake
The directors and senior management personnel of Silver Lake as at the date of this
Scheme Booklet are listed below. Further information on the board and senior
management personnel of Silver Lake following completion of the Merger is in
Section 6.4.
Name

Current position

David Quinlivan

Non-Executive Chairman

Luke Tonkin

Managing Director

Les Davis

Non-Executive Director

Kelvin Flynn

Non-Executive Director

David Berg

General Counsel & Company Secretary

Diniz Cardoso

Chief Financial Officer
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Name

Current position

Stephen Harvey

General Manager Mount Monger Operations

Len Eldridge

Corporate Development Officer

Antony Shepherd

Exploration & Geology Manager

Historical financial information
The following information has been extracted from: the audited financial statements
of Silver Lake for the financial years ended 30 June 2018, 30 June 2017 and 30 June
2016.
The financial information has been prepared in accordance with the recognition and
measurement requirements of Australian Accounting Standards (including Australian
Accounting Interpretations) adopted by the AASB and the Corporations Act. The
financial information also complies with the recognition and measurement
requirements of IFRSs and interpretations issued by the International Accounting
Standards Board.
The financial information presented in the tables below does not represent complete
financial statements and should therefore be read in conjunction with the financial
statements for the respective periods, including the description of accounting policies
contained in those financial statements and the notes to those financial statements.
Where appropriate, adjustments have been made to headings and classifications of
historical data to provide a consistent basis of presentation.
In the interval between 30 June 2018 and the date of this Scheme Booklet, there has
not arisen any item, transaction or event of a material and unusual nature likely, in
the opinion of the directors of Silver Lake, to significantly affect the operations of the
consolidated entity, the results of those operations, or the state of affairs of the
consolidated entity, in future financial years, other than disclosed in subsequent filings
on ASX.
Copies of Silver Lake's audited financial statements for the years ended 30 June 2018,
2017 and 2016, are available on the Silver Lake website (www.silver
lakeresources.com.au). Copies will also be provided by Silver Lake, free of charge, to
any Doray Securityholder who requests it before the Scheme Meetings.
(a)

Statement of financial position
Set out on the following page is Silver Lake's statement of financial position
as at 30 June 2018, 2017 and 2016.
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2018
$'000

2017
$'000

2016
$'000

Current assets
Cash and cash equivalents
Trade and other receivables
Inventories
Assets held for sale
Prepayments
Total current assets

97,959
2,067
27,740
150
127,916

61,196
9,531
18,937
1,500
112
91,276

38,643
2,317
20,708
10,056
91
71,815

Non-current assets
Inventories
Exploration evaluation and development expenditure
Property, plant and equipment
Investments
Total non-current assets
Total assets

1,868
79,588
37,366
8,140
126,962
254,878

1,868
99,062
38,251
12,386
151,567
242,843

2,052
123,893
50,675
4,806
181,426
253,241

Current liabilities
Trade and other payables
Interest bearing liabilities
Liabilities held for sale
Rehabilitation and restoration provision
Employee benefits
Total current liabilities

30,033
2,013
32,046

32,956
2,125
1,874
36,955

30,914
3,937
5,056
1,158
1,697
42,762

Non-current liabilities
Interest bearing liabilities
Rehabilitation and restoration provision
Total non-current liabilities
Total liabilities
Net assets

16,450
16,450
48,496
206,382

16,122
16,122
53,077
189,766

2,125
21,010
23,135
65,897
187,344

699,564
1,650
(494,832)
206,382

699,564
1,220
(511,018)
189,766

699,564
830
(513,050)
187,344

Equity
Share capital
Reserves
Accumulated losses
Total equity

(b)

Statement of profit or loss and other comprehensive income
Set out below is Silver Lake's statement of profit or loss and other
comprehensive income for the financial years ended 30 June 2018, 2017 and
2016.
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2018
$'000
255,573
(225,863)
29,710

2017
$'000
227,491
(216,355)
11,136

2016
$'000
209,497
(192,396)
17,101

Other income
Profit/(loss) on sale of assets
Exploration expenditure
Impairment losses
Administrative expenses
Results from operating activities

186
30
(2,663)
(6,835)
20,428

(960)
(2,557)
(4,661)
(7,002)
(4,044)

3,146
3,118
(3,193)
(2,825)
(8,878)
8,469

Finance income
Finance expenses
Net finance income (costs)

580
(4,822)
(4,242)

6,550
(474)
6,076

482
(4,538)
(4,056)

Profit before income tax
Income tax expense
Profit for the year

16,186
16,186

2,032
2,032

4,413
4,413
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Revenue
Cost of sales
Gross profit

(c)

Statement of cash flows
Set out below is Silver Lake's statement of cash flows for the financial years
ended 30 June 2018, 2017 and 2016.
2018
$'000

2017
$'000

2016
$'000

Cash flows from operating activities
Receipts from sales
Payments to suppliers and employees
Net cash from operating activities

262,950
(182,147)
80,803

220,319
(156,324)
63,995

205,837
(150,845)
54,992

Cash flow from investing activities
Interest received
Acquisition of plant and equipment
Proceeds from sale of plant and equipment
Acquisition of investment
Proceeds from divestments
Exploration, evaluation and development expenditure
Net cash used in investing activities

580
(10,009)
30
(498)
1,500
(33,400)
(41,837)

662
(6,315)
11,928
(43,306)
(37,031)

482
(2,562)
3,388
(35,575)
(34,267)

Cash flows from financing activities
Stamp duty paid
Interest paid
Net cash used in financing activities

(2,125)
(78)
(2,203)

(3,937)
(474)
(4,411)

(3,553)
(1,067)
(4,620)

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of financial year
Cash and cash equivalents at end of financial year

36,763
61,196
97,959

22,553
38,643
61,196

16,105
22,538
38,643
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Corporate structure of Silver Lake
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Silver Lake has several subsidiary entities, all of which are incorporated in Australia.
A summary of the Silver Lake Group's corporate structure is below:
Entity

Silver Lake ownership interest

Cue Minerals Pty Ltd

100%

Silver Lake (Integra) Pty Ltd

100%

Great Southern Minerals Pty Ltd 100%
Backlode Pty Ltd

100%

Loded Pty Ltd

100%

Paylode Pty Ltd

100%

Information about Silver Lake's securities
(a)

Silver Lake Shares
As at the Latest Practicable Date, Silver Lake had 507,962,222 Silver Lake
Shares on issue.
On the assumptions that:
(i)

the Share Scheme becomes Effective;

(ii)

all Doray Performance Rights are vested, exercised, and the
underlying Doray Shares are issued before the Record Date; and

(iii)

no other Silver Lake Shares or Doray Shares are issued,

Silver Lake will have approximately 816,312,320 Silver Lake Shares on issue
following the Share Scheme being implemented.
(b)

Silver Lake Performance Rights
As at the date of this Scheme Booklet, Silver Lake had 7,438,257 Silver Lake
Performance Rights on issue.

Silver Lake's substantial shareholders
Based on information lodged with ASX or known to Silver Lake, the following persons
had a Relevant Interest in 5% or more of the Silver Lake Shares on issue as at the Latest
Practicable Date:
Silver Lake Shareholder
Ruffer LLP (on behalf of LF Ruffer
Gold Fund)

Number of Silver
Lake Shares Held

Percentage of Issued
Silver Lake Shares

43,154,867

8.5%
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SLR Share Price
Performance &
Trading Volume
(LTM to 15-Feb-19)

Silver Lake Shareholder

Number of Silver
Lake Shares Held

Percentage of Issued
Silver Lake Shares

Van Eck Vectors Junior Gold Miners
ETF (GDXJ) and Van Eck Vectors
UCITS ETF (UCTGDXJ)

30,650,426

6.03%

Dimensional Funds Advisors

25,470,275

5.0%

Silver Lake Share trading history
The last recorded sale price of Silver Lake Shares traded on ASX before the
announcement of the proposed Merger on 14 November 2018 was $0.52 on 13
November 2018.
The following chart shows the closing price and volume traded of Silver Lake on the
ASX over the last 12 months, to the Latest Practicable Date.
A$/share

Volumes ('000s)

$0.70

10,000

$0.60
8,000
$0.50
6,000

$0.40
$0.30

4,000

$0.20
2,000
$0.10
$0.00

0

Trading Volume ('000) RHS

Share Price (A$) (LHS)

Source: Bloomberg.
The latest recorded sale price of Silver Lake Shares traded on ASX before the Latest
Practicable Date, was $0.615 on 15 February 2019.
During the three-month period immediately preceding the Latest Practicable Date, the
highest and lowest recorded sale prices of Silver Lake Shares on ASX were, respectively,
$0.615 on 15 February 2019 and $0.47 on 28 November 2018.
The Silver Lake Share prices given above should not be taken as necessarily being an
indication of the likely Silver Lake Share price following implementation of the Merger.

Rights attaching to Silver Lake Shares
A summary of the principal rights attaching to Silver Lake Shares is below. This
summary does not purport to be exhaustive or to constitute a definitive statement of
the rights and liabilities of Silver Lake Shareholders. The rights and liabilities are set
out in the constitution of Silver Lake and, in certain circumstances, are regulated by
the Corporations Act, the ASX Listing Rules, the ASX Settlement Rules and general law.
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(a)

Silver Lake share capital
Subject to the constitution of Silver Lake, any rights and restrictions attached
to a class of shares, the ASX Listing Rules and the Corporations Act, any
unissued shares in the capital of Silver Lake may be issued or allotted on any
terms, at any time and for any consideration as the Silver Lake Board may
from time to time determine.

(b)

Alteration of Silver Lake share capital
Subject to the constitution of Silver Lake, the ASX Listing Rules and the
Corporations Act, Silver Lake in a general meeting may reduce or alter its
share capital in any manner.

(c)

General meetings and notices
Subject to the constitution of Silver Lake, the Corporations Act and the ASX
Listing Rules, each holder of Silver Lake Shares is entitled to receive notice
of, and to attend and vote at, general meetings of Silver Lake and to receive
all notices, accounts and other documents required to be sent to shareholders
under the constitution of Silver Lake, the Corporations Act and the ASX Listing
Rules. At a general meeting, holders of Silver Lake Shares are entitled to be
present in person, or by proxy, attorney or (in the case of a body corporate)
by representative.

(d)

Voting rights
At a general meeting, subject to the constitution of Silver Lake and any rights
and restrictions attached to any Silver Lake Share, on a show of hands each
shareholder present in person or by proxy or attorney or by duly authorised
representative has one vote, except that if the shareholder has two appointed
proxies, then neither proxy may vote unless each proxy is appointed to
represent a specified proportion of the shareholder's voting rights, not
exceeding 100% in aggregate. Subject to the constitution of Silver Lake and
any rights or restrictions attached to a class of Silver Lake Shares, on a poll,
each shareholder has one vote for each fully paid Silver Lake Share held, and
for each partly paid Silver Lake share held a vote in respect of the Silver Lake
share which carries the same proportionate value as the proportion of the
amount paid up on that share to the total issue price of that share.

(e)

Dividends
The Silver Lake Board may declare a dividend to be paid to the shareholders
entitled but only out of profits. Subject to any rights or restrictions attached
to a class of shares, dividends are payable on all Silver Lake Shares in
proportion to the amount of the total issue price paid up in respect of the
Silver Lake Shares.

(f)

Rights on winding up
Subject to any rights or restrictions attached to a class of Silver Lake shares,
if Silver Lake is wound up, the liquidator may, with the authority of a special
resolution, divide among the shareholders in kind the whole or any part of the
property of Silver Lake, and may for that purpose set such a value as the
liquidator considers fair on any property to be so divided and may determine
how the division is to be carried out as between the shareholders or different
classes of shareholders.
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The liquidator may, with the authority of a special resolution, vest the whole
or any part of any such property in trustees on such trusts for the benefit of
the contributories as the liquidator thinks fit, but so that no shareholder is
compelled to accept any shares or other securities on which there is any
liability.
(g)

Transfer of Silver Lake Shares
Silver Lake Shares may be transferred by:
(i)

an instrument in writing in any usual form, or in a form approved by
the Silver Lake Board that is otherwise permitted by law, that has
been executed by or on behalf of the transferor;

(ii)

a proper transfer effected in accordance with an electronic system
recognised by the ASX Settlement Rules, the Corporations Act or the
ASX Listing Rules as being for the purpose of facilitating dealings in
shares; or

(iii)

any other method permitted by the Corporations Act, the ASX Listing
rules or the ASX Settlement Rules.

The Silver Lake Board may refuse to register a transfer of shares only if that
refusal would not contravene the ASX Listing Rules or the ASX Settlement Rules
and must refuse to register a transfer of securities if the Corporations Act, the
ASX Listing Rules of the ASX Settlement Rules forbid registration.
(h)

Variation of rights attaching to Silver Lake Shares
Subject to sections 246B to 246E of the Corporations Act and their terms of
issue, the rights attaching to any class of shares in Silver Lake may be varied
or cancelled with the written consent of holders who are entitled to at least
75% of the votes that may be cast in respect of shares in the class, or by a
special resolution passed at a separate meeting of the holders of shares of the
class. In either case, the holders of shares in a class with not less than 10% of
the votes in the class of shares whose rights have been varied or cancelled
may apply to a court of competent jurisdiction to exercise its discretion to set
aside such variation or cancellation.
Subject to their terms of issue and the requirements of the Corporations Act,
the creation or issue of further Silver Lake Shares is not a variation of class
rights in relation to those Silver Lake Shares.

(i)

Unmarketable parcels
The constitution permits Silver Lake to sell the shares held by a shareholder
if they comprise less than a marketable parcel within the meaning of the ASX
Listing Rules. If a shareholder does not want its Silver Lake Shares sold, that
shareholder may notify Silver Lake in accordance with the instructions
provided by Silver Lake.

(j)

Alteration of Silver Lake constitution
Silver Lake may modify or repeal its constitution, or a provision of its
constitution, by special resolution.
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Silver Lake's announcements and reports
Silver Lake is subject to the periodic and continuous disclosure requirements of the
Corporations Act and ASX Listing Rules. Specifically, as a listed company, Silver Lake
is subject to the ASX Listing Rules which require continuous disclosure of any
information Silver Lake has concerning it that a reasonable person would expect to
have a material effect on the price or value of its securities.
Silver
Lake
announcements
are
available
on
its
website
(www.silverlakeresources.com.au) as well as the ASX website (www.asx.com.au).
Further announcements concerning developments at Silver Lake may be made and
placed on these websites after the date of this Scheme Booklet.
In addition, Silver Lake is also required to lodge various documents with ASIC. Copies
of documents lodged with Silver Lake in relation to Doray may be obtained from, or
inspected at, an ASIC office.
Silver Lake will provide a copy of each of the following documents, free of charge, to
anyone who asks for them before the Share Scheme is approved by the Court. The
following documents can also be obtained from the ASX website (www.asx.com.au) or
from the Silver Lake website (www.silverlakeresources.com.au):
(a)

the annual financial report of Silver Lake for the financial year ended 30 June
2018 (being the annual financial report most recently lodged with ASIC by
Silver Lake before lodgement of a copy of this Scheme Booklet with ASIC for
registration); and

(b)

any continuous disclosure announcements made by Silver Lake after the date
of the lodgement of the annual financial report referred to above and before
the lodgement of a copy of this Scheme Booklet with ASIC for registration.

There is no information which has been excluded from a continuous disclosure notice
in accordance with the ASX Listing Rules, and which is required to be set out in this
Scheme Booklet.
A list of announcements made by Silver Lake to the ASX from the time that Silver Lake
announced that it and Doray had entered into the Scheme Implementation Deed on 14
November 2018 to the Latest Practicable Date is below:
Date announced

Subject of announcement

15/02/2019

DRM: Results Of First Court Hearing For Merger With Silver Lake

31/01/2019

Quarterly Activities Report

31/01/2019

Investor Update Presentation – January 2019

27/12/2018

Change in substantial holding

19/12/2018

Change of Director’s Interest Notice

19/12/2018

Appendix 3B

7/12/2018

Thick high-grade results at Santa confirm UG mine potential

30/11/2018

Managing Director's Presentation to AGM - Addendum
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Date announced

Subject of announcement

26/11/2018

Results of Meeting

23/11/2018

Chairman's Address to Shareholders

23/11/2018

Managing Director's Presentation to AGM

23/11/2018

Withdrawal of resolution at AGM

14/11/2018

Scheme Implementation Deed

14/11/2018

Silver Lake and Doray Merger Presentation

14/11/2018

Silver Lake and Doray to Merge

Legal disputes
Silver Lake is not involved in any material legal disputes and is not a party to any
material litigation as at the date of this Scheme Booklet.
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Key investment attributes
Following the implementation of the Merger, the Merged Group will be a growth
focused and diversified gold producer with the following key investment attributes:
(a)

the Merged Group will have a larger pro-forma market capitalisation of $416
million12 (refer Section 6.3 below) which is expected to result in an immediate
step-up to the mid-tier producer peer group, thereby increasing market
presence and liquidity;

(b)

the Merged Group will have a strong balance sheet with pro-forma net cash
and bullion of $116.4 million13 as at 31 December 2018 (refer Section 6.8
below) providing the flexibility to pursue quality assets from a position of
strength to further optimise the portfolio;

(c)

operational centre of gravity in a tier one operating jurisdiction with two
complementary West Australian operating and strategic hubs at Mount Monger
and Deflector, to support a site-focused operating model with aggregated
functional support;

(d)

multiple in-mine and near mine exploration opportunities across both assets
to leverage established infrastructure and provide opportunities to extend
mine life across both sites;

(e)

a pipeline of potential development projects resulting in increased
competition for exploration and development capital across both sites to drive
return on investment;

(f)

reduced quarter on quarter production volatility associated with single asset
companies;

(g)

a larger group of experienced mining professionals that can efficiently and
effectively implement the Merged Group's development projects and assess
future growth opportunities; and

(h)

the potential to reduce overall corporate costs for the Merged Group.

Refer to Section 7 for an outline of Silver Lake's intentions following completion of the
Merger.

Merged Group projects
The Merged Group will own the Mount Monger Gold Camp and the Deflector Gold
Copper Mine. The Mount Monger Gold Camp is located 50km southeast of Kalgoorlie in
Western Australia and is comprised of three independent mining centres feeding the
centrally located Randall's Mill. Silver Lake has produced >1.1 Moz from Mount Monger
since 2008, whilst having no more than a 3-4 year Reserve backed mine life. Successful
12

As at 25 January 2019.
Pro-forma cash balance comprised of $104.3 million cash and equivalents for Silver Lake and $21.6
million cash and equivalents minus $9.5 million debt for Doray in each case, as at 31 December 2018.

13
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exploration programs at Mount Monger have delivered new lode discoveries and
extensions proximal to existing infrastructure which provides significant opportunities
across all three Mining Centres. Refer to Section 5.2 for a further summary of the Silver
Lake projects.
The Deflector Gold Copper Mine is located in the southern Murchison region of Western
Australia approximately 180km east of Geraldton and is comprised of a high-grade
narrow vein underground mine feeding a gravity-flotation processing facility which
commenced production in May 2016. Successful exploration at Deflector has delineated
a series of significant new high-grade ore lodes within the underground mine footprint,
including the Link Lode and Da Vinci discoveries. Refer to Section 4.2 for a further
summary of the Doray projects.

Note: Merged Group Mineral Resources of 4.6 million ounces excludes Andy Well and Gnaweeda which are subject
to a sale agreement with Westgold Resources Limited which, if completed, will result in the sale of these projects.
Refer to Section 4.2(d) for details of the agreement.

The Merged Group has a pro-forma FY19 production guidance of ~240,000 of gold
equivalent ounces with a significant pro-forma Mineral Resource base of 4.6 million
ounces gold equivalent.
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The Merged Group will have significant growth opportunities embedded in the enlarged
portfolio. The pipeline of in-mine and near-mine opportunities are proximal to and
have the ability to leverage off the established project infrastructure as set out below:

Market positioning
Following completion of the Merger, the Merged Group is expected to be the 12th
largest ASX-listed gold producer by production and the 11th largest by market
capitalisation (refer Section 6.10 below).14
6,241

2,561

Saracen

OceanaGold

Market
Capitalisation
(A$M)
(As at 15-Feb-19)

2,559

2,658

6,381 9,283 19,081

2,767

807
609

Newcrest

Kirkland Lake

Evolution

Northern Star

Regis

Multi Asset Peers

St Barbara

Resolute

Dacian

377

Merged
Group

312

Westgold

Medusa

206

502

Perseus

Troy

179

440

Ramelius

Gascoyne

163

Silver Lake

Blackham

162

Pantoro

76

Doray

51

Millennium

46

Red 5

40

420

Single Asset Peers

Source: Capital IQ, company disclosures on the ASX market announcements platform.
1.

Merged Group market capitalisation is calculated as at the closing price of Silver Lake
Shares on 15 February 2019, the number of Silver Lake Shares currently on issue and the
expected number of Silver Lake Shares to be issued as Scheme Consideration, based on
the number of Doray Shares currently on issue.

2.

The market capitalisation of entities listed on the ASX is calculated as at the closing price
of the relevant entity’s shares on 15 February 2019. The market capitalisation of North
American peers is calculated as at the closing price of the relevant entity’s shares on 14
February 2019.

14

Source: Capital IQ, company disclosures on the ASX market announcements platform. Production
guidance is as at 31 December 2018.
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Source: Capital IQ, company disclosures on the ASX market announcements platform
1.

Production data based on FY18 or CY19 company guidance except Gascoyne which is
based on life of mine estimates.

2.

Doray and pro-forma Merged Group gold production are shown as gold equivalent. Gold
equivalency calculated using Au price of US$1,230/oz and Cu price of US$2.70/Ib.

Directors and senior management
(a)

Board of Directors
As a result of the Merger, the composition of the Silver Lake board will be
changed to reflect the new shareholder base of the Merged Group. Silver Lake
will have a board of six directors including David Quinlivan as Chairman and
Luke Tonkin as Managing Director.
Of the six directors, four will be the existing Silver Lake Directors and two
Doray Directors will join the Board of the Merged Group.
The Board of Directors will comprise:
David Quinlivan
Chairman

Luke Tonkin
Managing
Director

Mr Quinlivan is a Mining Engineer with significant mining
and executive leadership experience having 11 years of
service at WMC Resources Ltd, followed by a number of
high-profile mining development positions. Since 1989,
Mr Quinlivan has served as Principal of Borden Mining
Services Pty Ltd, a mining consulting services firm, where
he worked on a number of mining projects in various
capacities. He has served as Chief Executive Officer of
Sons of Gwalia Ltd (post appointment of administrators),
Chief Operating Officer of Mount Gibson Iron Ltd,
President and Chief Executive Officer of Alacer Gold
Corporation and Chairman of Churchill Mining PLC.
Mr Tonkin is a Mining Engineering graduate of the
Western Australian School of Mines and his extensive
operations and management career spans over 30 years
within the minerals and mining industry. He is a past
Chairman of the Western Australian School of Mines
Advisory Board. Mr Tonkin has held senior management
roles at WMC Resources Ltd, Sons of Gwalia Ltd and was
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Managing Director of Mount Gibson Iron Ltd for 7 years
and Chief Executive Officer and Managing Director of
Reed Resources Ltd.
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Mr Tonkin joined Silver Lake in October 2013 as Director
of Operations and was appointed as Managing Director on
20 November 2014.
Leigh Junk
Non-Executive
Director

Les Davis
Non-Executive
Director

Peter
Alexander
Non-Executive
Director

Mr Junk is a Mining Engineer with 25 years' experience,
and held senior positions in several Western Australian
mining companies including WMC Resources Ltd, Pilbara
Manganese Pty Ltd and Mincor Operations Pty Ltd. In
2000 Mr Junk started the private mining company
Donegal Resources Pty Ltd, which was successful in
purchasing and recommissioning several Nickel
operations around Kambalda, Western Australia. Donegal
Resources Pty Ltd was later sold to Canadian company
Brilliant Mining Corp during the Nickel boom in late 2006.
Over the next 10 years Mr Junk was a Director of several
public companies in the Mining and Financial sectors in
Australia and Canada. Mr Junk was the recipient of the
2003 Ernst & Young "Young Entrepreneur of the Year
Award" for Western Australia and the 2007 WA Business
News "40 Under 40 Award". Mr Junk was formally
appointed as Managing Director of Doray in January 2017.
Mr Davis has over 35 years' industry experience including
17 years' hands-on experience in mine development and
narrow vein mining. Mr Davis' career incorporates 13
years' senior management experience including roles as
Mine Manager, Technical Services Manager, Concentrator
Manager, Resident Manager and General Manager
Expansion Projects with organisations including WMC
Resources Ltd, Reliance Mining Pty Ltd and Consolidated
Minerals Pty Ltd. Mr Davis ceased as Managing Director of
Silver Lake on 20 November 2014 and was subsequently
appointed as Non-Executive Director.
Mr Alexander is a geologist by profession and has over 30
years' experience in mineral exploration and mining in
Australia and overseas. Mr Alexander was Managing
Director and Chief Executive Officer of Dominion Mining
Limited from 1997 until his retirement in January 2008,
at which time he continued as a Non-Executive Director
until the takeover by Kingsgate Consolidated Limited in
2010. Mr Alexander managed the start-up and operation
of Dominion's Challenger gold mine in South Australia
and, under Mr Alexander's management, Dominion won
the Gold Mining Journal's "Gold Miner of the Year" three
years in succession.
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Non-Executive
Director

Mr Flynn is a qualified Chartered Accountant with over 27
years' experience in investment banking and corporate
advisory roles including private equity and special
situations investments in the mining and resources
sector. He has held various leadership positions in
Australia and Asia, having previously held the position of
Executive Director/Vice President with Goldman Sachs
and Managing Director of Alvarez & Marsal in Asia. He has
worked in complex financial workouts, turnaround
advisory and interim management. He is the Managing
Director of the specialist alternative funds manager
Harvis, which focuses on investments in the real estate
and real assets sectors.

Under the terms of the Scheme Implementation Deed, on or before the Implementation
Date, Silver Lake will invite Leigh Junk and Peter Alexander to join the Silver Lake
Board. Each of these proposed Silver Lake Directors is currently on the Doray Board.
Pursuant to Silver Lake's constitution, each of Mr Junk and Mr Alexander will then hold
office until the conclusion of Silver Lake's next annual general meeting and will be
eligible for election at that meeting.
(b)

Management
From completion of the Merger, Luke Tonkin will serve as Managing Director
of the Merged Group.
Other senior members of the management team will include:
David Berg
General
Counsel &
Company
Secretary

Diniz Cardoso
Chief Financial
Officer

Stephen
Harvey
General
Manager Mount
Monger
Operations

Mr Berg has worked both in the resources industry and as
a lawyer in private practice, advising on corporate
governance, M&A, capital raisings, commercial contracts
and litigation. Mr Berg has previously held company
secretarial and senior legal positions with Mount Gibson
Iron Ltd and Ascot Resources Ltd and legal roles with
Atlas Iron Ltd and the Griffin Group. Prior to this Mr Berg
worked in the corporate and resources groups of Herbert
Smith Freehills and King & Wood Mallesons.
Mr Cardoso joined Silver Lake in 2013 and was appointed
as Chief Financial Officer in April 2016. Over the past 12
years Mr Cardoso has held a variety of senior finance and
corporate roles with ASX listed entities and prior to that
spent seven years with KPMG in both their Perth and
Johannesburg offices. Mr Cardoso is a member of the
Institute of Chartered Accountants and holds degrees in
both Bachelor of Commerce and Bachelor of Accounting.
Mr Harvey is a Mining Engineer with over 30 years'
experience in the resources sector. He has extensive
experience in underground and open-pit operations
working with owner miners and contractors. Mr Harvey
has worked with various mineral commodities in
operational, technical and senior management roles in
Australia and overseas, on large and small mining
projects.
He was involved in the oversight and
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operation of a large-scale gold project in Western
Australia prior to joining Silver Lake.
Len Eldridge
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Corporate
Development
Officer

Antony
Shepherd
Exploration &
Geology
Manager

Mr Eldridge has 15 years experience in the resources
industry with a strong mix of capital markets skills and
relevant industry experience from several senior roles
within global mining companies and investment banking.
Mr Eldridge has previously held roles with Macquarie
Bank, Equinox Minerals Ltd, Mount Gibson Iron Ltd and
JCP Investment Partners.
Mr Shepherd has over 25 years' experience in the
resources industry which includes extensive hands-on
experience in mine geology, resource and reserve
development and a history of successful exploration in
Australia, Canada, PNG, Africa and China. Mr Shepherd
has significant experience in leading mine geology,
project evaluation and exploration teams through 16
years in senior and management roles with Barrick Gold
Corporation, Homestake Gold Ltd, High River Gold Mines
Ltd and Plutonic Operations Ltd.

Capital structure
Silver Lake's capital structure as at the Latest Practicable Date is described in Section
5.8. Further details regarding the proposed capital structure of the Merged Group is
outlined below:
Details

Silver Lake Shares

Silver Lake
Performance Rights

507,962,222

7,438,257

To be issued as Scheme Consideration

308,350,09815

Nil

TOTAL

816,312,320

7,438,257

On issue as at the Latest Practicable
Date

Substantial shareholdings
Based on information lodged with ASX or known to Doray (in relation to Doray
substantial shareholders), or Silver Lake (in relation to Silver Lake Shareholders) as at
the Latest Practicable Date, and assuming that no further Silver Lake Shares or Doray
Shares are issued except pursuant to the Share Scheme, the holdings of those
substantial shareholders in Silver Lake following implementation of the Share Scheme
will be as represented in the following table.

15

Assumes that all of the Doray Performance Rights vest, are exercised, and the resultant Doray Shares
are issued before the Record Date.
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Shareholder

Number of Silver
Lake Shares Held

Percentage of issued
Silver Lake Shares

Ruffer LLP (on behalf of LF Ruffer
Gold Fund)

77,112,080

9.45%

Acquisitions and divestments
Silver Lake regularly examines new acquisition opportunities which may relate to
existing or new areas of operation for Silver Lake. This may lead to changes in the
source of Silver Lake's operating profits over time. From time to time, Silver Lake may
receive unsolicited approaches from interested buyers for assets or businesses
operated by Silver Lake. These approaches are evaluated on their merits.
Other than in respect of the Merger or as otherwise disclosed in this Scheme Booklet,
there are no discussions presently being undertaken in relation to acquisitions or
divestments that are sufficiently advanced or sufficiently material to Silver Lake's
earnings that Silver Lake considers warrant disclosure in this Scheme Booklet.

Financial overview of the Merged Group
The Merged Group pro forma historical information provided in this Scheme Booklet
comprises:
(a)

(b)

a pro forma consolidated statement of financial position at 30 June 2018 (the
Pro Forma Statement of Financial Position) which is based on:
(i)

Doray's audited consolidated statement of financial position as at 30
June 2018;

(ii)

Silver Lake's audited consolidated statement of financial position as
at 30 June 2018; and

(iii)

the relevant acquisition accounting and other adjustments required
to present the Pro Forma Statement of Financial Position;

a pro forma consolidated statement of profit or loss for the year ended
30 June 2018 (the Pro Forma Statement of Profit or Loss) which is based on:
(i)

Doray's audited consolidated statement of profit or loss for the year
ended 30 June 2018;

(ii)

Silver Lake's audited consolidated statement of profit or loss for the
year ended 30 June 2018; and

(iii)

the relevant acquisition accounting and other adjustments required
to present the Pro Forma Statement of Profit or Loss of the Merged
Group.

The Pro Forma Statement of Financial Position and the Pro Forma Statement of Profit
or Loss (together, Pro Forma Financial Statements) are provided for illustrative
purposes only and are prepared on the assumption that the Schemes were implemented
on 30 June 2018. It does not illustrate the financial position and financial performance
that may be contained in future financial statements of Silver Lake following
implementation of the Schemes. The Pro Forma Financial Statements have been
prepared in accordance with the recognition and measurement principles contained in
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the Australian Accounting Standards and should be read in conjunction with the risk
factors in Section 8, other information contained in the Scheme Booklet and the
accounting policies of Silver Lake and Doray as disclosed in their most recent annual
financial reports. They are presented in abbreviated form and do not contain all of the
presentation and disclosures that are usually provided in an annual report prepared in
accordance with the Corporations Act.
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Merged Group Pro Forma Statement of Financial Position as at 30 June 2018
DRM

SLR

Jun-18

Jun-18

$ ‘000

$ ‘000

23,926

Trade and
other
receivables

Pro forma
adjustment

Merged
Group

Pro forma adjustments

Jun-18

Note 1

Note 2

Note 3

Total

$ ‘000

$ ‘000

$ ‘000

$ ‘000

$ ‘000

$ ‘000

97,959

-

121,885

-

2,111

2,067

-

4,178

-

Inventories

6,950

27,740

-

34,690

-

Assets held
for sale

13,422

-

(5,109)

8,313

226

-

-

226

-

1,169

150

-

1,319

-

47,804

127,916

(5,109)

170,611

Inventories

-

1,868

-

1,868

-

Trade and
other
receivables

-

Assets
Cash and cash
equivalents

Investments
Prepayments
Total current
assets

(5,109)

-

(5,109)

(5,109)

-

(5,109)

7

-

-

7

Exploration,
evaluation &
development
expenditure

67,259

79,588

(22,866)

123,981

Property,
plant and
equipment

60,883

37,366

-

98,249

-

Investments

-

8,140

-

8,140

-

Deferred tax
assets

23,707

-

(23,707)

-

Intangible
assets

(22,866)

(22,866)

(23,707)
74,911

(23,707)

-

-

74,911

74,911

Total noncurrent
assets

74,911

151,856

126,962

28,338

307,156

-

52,045

(23,707)

28,338

Total assets

199,660

254,878

23,229

477,767

-

46,936

(23,707)

23,229

10,324

253

10,577

(3,642)

(3,642)

Liabilities
Trade and
other
payables

14,507

30,033

10,577

55,117

Liabilities
held for sale

3,642

-

(3,642)

-

Provisions

3,599

2,013

-

5,612

-

Borrowings

18,124

-

-

18,124

-

39,872

32,046

6,935

78,853

Borrowings

3,075

-

-

3,075

-

Provisions

17,403

16,450

-

33,853

-

Total current
liabilities

10,324

(3,389)

-

6,935
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Total noncurrent
liabilities

20,478

16,450

-

36,928

-

-

-

-

Total
liabilities

60,350

48,496

6,935

115,781

10,324

(3,389)

-

6,935

Net assets

139,310

206,382

16,294

361,986

(10,324)

50,325

(23,707)

16,294

207,234

699,564

17,599

889,199

17,599

17,599

6,042

1,650

(6,042)

1,650

(6,042)

(6,042)

Accumulated
profits/losses)

(73,966)

(494,832)

39,935

(528,863)

(10,324)

73,966

(23,707)

39,935

Total equity

139,310

206,382

16,294

361,986

(10,324)

50,325

(23,707)

16,294

Equity
Share capital
Reserves

Merged Group Pro Forma Statement of Profit or Loss for the year ended 30 June 2018
DRM

SLR

FY18

FY18

$ ‘000

$ ‘000

159,237

Cost of sales
Gross profit

Pro forma
adjustment

Merged
Group

Pro forma adjustments

Profit &
Loss

Note 1

Note 2

Note 3

Total

$ ‘000

$ ‘000

$ ‘000

$ ‘000

$ ‘000

$ ‘000

255,573

-

414,810

-

(157,955)

(225,863)

-

(383,818)

-

1,282

29,710

-

30,992

-

216

-

216

-

Exploration
expenditure

(3,457)

(2,663)

-

(6,120)

-

Administrative
expenses

(7,026)

(6,835)

-

(13,861)

-

-

-

(10,324)

(10,324)

(10,324)

(9,201)

20,428

(10,324)

903

(10,324)

269

580

-

849

-

Finance
expenses

(2,750)

(4,822)

-

(7,572)

-

Net finance
expense

(2,481)

(4,242)

-

(6,723)

Impairment
charge

(27,043)

-

-

(27,043)

Profit/(Loss)
before
income tax

(38,725)

16,186

(10,324)

(32,863)

23,957

-

(23,707)

250

(14,768)

16,186

(34,031)

(32,613)

Revenue

Other income

Transaction
expenses
Results from
operating
activities

Finance
income

Income tax
benefit
Profit/(Loss)
for the year

-

-

-

-

-

(10,324)

-

-

-

-

(10,324)

-

(10,324)
(10,324)

-

-

(10,324)

(23,707)

(23,707)

(23,707)

(34,031)
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Notes to the pro forma adjustments
1.

Represents the accrual of estimated transaction and other costs in relation to
implementation of the Merger. Costs include advisory, expert, legal fees, land
holder duty and Doray key management personnel termination payments. It is
assumed that these costs have been expensed in the Statement of Profit or
Loss and accrued in the Statement of Financial Position.

2.

The acquisition accounting entry has been determined under AASB 3: Business
Combinations. The fair value of the consideration paid, assets acquired and
liabilities assumed by Silver Lake have been determined based on the
preliminary fair value estimates as determined by the Independent Expert
(refer to Annexure A). This fair value may be different to the ultimate fair
value at the Implementation Date and may be adjusted at any time within 12
months of the acquisition date in accordance with AASB 3. The provisional
purchase price allocation is as follows:
Fair Value of Consideration Paid
Number of Silver Lake Shares issued

308,350,098

(0.6772 of a Silver Lake Share per 1 Doray Share)
Value of new Silver Lake Shares to be issued

$189,635,310

($0.615 per Silver Lake Share (as at the Latest
Practicable Date))
Cash consideration for Option Scheme

$252,657

($0.0781 per Doray Scheme Option)
Consideration value

$189,887,967

Fair value of net assets acquired
Book value of Doray net assets at 30 June 2018

$139,310,000

Fair value adjustment allocated to exploration,
evaluation and development assets

($22,866,000)

Fair value adjustment allocated to Andy Well and
Gnaweeda Gold Projects

($1,467,000)

(after combining assets & liabilities held for sale)
Intangibles acquired on acquisition
Total Consideration

$74,910,967
$189,887,967

Subsequent to implementation of the Schemes, Silver Lake will undertake an
assessment of the fair value of all assets acquired and liabilities assumed. This
exercise may give rise to material differences in value and may result in fair
values being attributed to other assets and liabilities in the Statement of
Financial Position.
3.

Represents the reversal of Deferred Tax Assets recognised by Doray at
30 June 2018. This is based on the assumption that Silver Lake will utilise its
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Transactions not included in the Pro Forma Financial Statements
1.

The Pro Forma Financial Statements have been prepared on the assumption
that the Schemes were implemented on 30 June 2018. If approved the
Schemes are expected to be implemented on 5 April 2019. The Pro Forma
Financial Statements therefore do not reflect all transactions which may have
occurred since 30 June 2018.

2.

No adjustments have been made to reflect the operating efficiencies and
administrative cost savings that could result from the operations of the
Merged Group.

3.

Following implementation of the Schemes, Doray and its wholly owned
subsidiaries will join the Silver Lake tax consolidated group. As a result of the
tax consolidated regime, the existing tax base of Doray's assets will be reset
which may have an impact on current and deferred tax balances recognised
in relation to Doray's assets. A detailed analysis of the consequences of joining
the Silver Lake tax consolidated group will be undertaken following
implementation. It is not expected that the Merger will impact on Silver Lake's
ability to utilise its carry forward tax losses. As presented in Note 8 of the
2018 Annual Financial Report, Silver Lake has $430.5 million of tax losses that
are available for offset against future taxable profits of Silver Lake.

4.

No adjustments have been made to the Pro Forma Financial Statements to
reflect the proposed divestment of the Andy Well Gold Project and the
Gnaweeda Gold Project (refer Doray ASX release dated 24 December 2018 and
Sections 4.2(b) -(d)). The Pro Forma Financial Statements include the
following amounts relating to the Andy Well Gold Project and Gnaweeda Gold
Project:
Andy Well and Gnaweeda
30 June 2018
$'000
Revenue

27,132

Loss before income tax

37,841

Assets

24,415

Liabilities

3,962

Note that the Andy Well values per the table above are from a consolidated perspective. As a
result of intercompany transactions between Andy Well and other entities in the Consolidated
Group, the assets and liabilities will be different to the Andy Well standalone financial report
as at 30 June 2018.

5.

Other than AASB 16: Leases, no other new and amended Accounting Standards
and Interpretations that have been issued but are not yet effective are
expected to have a material impact on the Merged Group in future reporting
periods.
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AASB 16: Leases removes the classification of leases as either operating or
finance leases – for the lessee – effectively treating all leases as finance
leases. Short term leases (less than 12 months) and leases of low value assets
are exempt from the lease accounting requirements. Furthermore, there are
changes in accounting over the life of the lease as a front-loaded pattern of
expense will be recognised for most leases, even when a constant annual
rental is paid. Lessor accounting remains similar to current practice. AASB 16
is effective for annual reporting periods beginning on or after 1 January 2019,
with early adoption permitted.
The impact of AASB 16 on the Pro Forma Financial Statements has not been
finalised and will continue to be assessed in light of the contracts in place at
the time the standard is implemented.

Financial outlook of the Merged Group
Silver Lake and Doray have given careful consideration to whether forecast financial
information can and should be included in the Scheme Booklet in respect of the Merged
Group. In particular, it has been considered whether there is a reasonable basis for the
preparation and disclosure in the Scheme Booklet of reliable and useful forecast
financial information. Silver Lake and Doray have concluded that forecast financial
information has the potential to be misleading and a reasonable basis does not exist
for producing forecasts that would be sufficiently meaningful and reliable to either set
of shareholders.
Shareholders should refer to the Independent Expert Report at Annexure A for the
expert's conclusions regarding valuations of Silver Lake and Doray.

Estimated market capitalisation of the Merged Group
The pro forma market capitalisation of the Merged Group is estimated to be as follows,
if the Share Scheme was implemented on the Latest Practicable Date:
Information
Number of shares on issue

Doray

Silver Lake

Merged
Group

446,685,438

507,962,222

816,312,32016

$0.400

$0.615

$0.615

$178,674,175

$312,396,766

$502,032,077

Closing price of shares on market
Market capitalisation

Risks associated with the Merged Group
There are a number of risks associated with the Merged Group. These are summarised
in Section 8.

Merged Group's register of securityholders
Silver Lake's register of shareholders and other security holders will be maintained in
Australia by its registry being:

16

Assumes that all of the Doray Performance Rights vest, are exercised, and the resultant Doray Shares
are issued before the Record Date.
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Computershare Investor Services Pty Limited
Level 11, 172 St Georges Terrace
PERTH WA 6000
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Overview
This Section 7 sets out Silver Lake's intentions, assuming the Share Scheme is
implemented, on the basis of the facts and information concerning Doray, its business
and the general business environment which are known to Silver Lake and existing
circumstances affecting the Doray business. Final decisions on these matters will only
be made by Silver Lake in light of all material facts and circumstances at the relevant
time.
The statements in this Section 7 are statements of current intention only, which may
change as new information becomes available or circumstances change.

Continuation of Doray and Silver Lake's business
If the Share Scheme is implemented, Silver Lake intends to continue to operate the
businesses of Doray and Silver Lake in substantially the same manner as they are
currently operating. Notwithstanding this, Silver Lake will undertake a detailed review
of Doray's operations covering strategic, financial and commercial operating matters
to determine whether the current operating configuration and growth strategy is
appropriate to deliver the optimal outcomes for the Merged Group.
Any final decisions as to Silver Lake's intentions for Doray would only be finalised
following this review (other than where the disclosure below expressly states that
Silver Lake has determined to do something).

Strategy and intentions for the Merged Group
Decisions about the future commercial operating plan and management organisation
for Doray, including decisions about any changes to the way the business is conducted
(such as any redeployment of the fixed assets of Doray and any changes to the
employment of the present employees of Doray) will be made by Silver Lake following
the completion of the detailed post-Merger review described in Section 7.2.
However, if the Schemes are implemented, the strategy of the Merged Group will be
to:
(a)

pursue the full potential of existing operations through disciplined focus on
operational productivity and cash margins;

(b)

utilise enhanced scale for site configuration and supply chain optimisation;

(c)

invest in exploration at the two highly endowed gold camps through a first
principles / data driven approach guided by priority to the business, size of
the prize and probability of success; and

(d)

rigorous evaluation of internal and external opportunities to create a balanced
portfolio to drive returns.

Directors, management and employees of the Merged Group
Under the terms of the Scheme Implementation Deed, on or before the Implementation
Date, Silver Lake will invite Leigh Junk and Peter Alexander to join the Silver Lake
Board. Each of these proposed Silver Lake Directors is currently on the Doray Board.
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No agreements, arrangements or understandings have been reached between Silver
Lake and either of Mr Junk or Mr Alexander in relation to the terms of their engagement
with Silver Lake following implementation of the Merger, except as disclosed in this
Section 7.4.
As at the date of this Scheme Booklet, it is Silver Lake's intention that Mr Junk and Mr
Alexander will be engaged on the same terms as Silver Lake's existing non-executive
directors.
Upon implementation of the Share Scheme, Mr Junk will be made redundant from his
position as Managing Director of Doray. As a result of his redundancy, Mr Junk will be
paid approximately $563,373 (including estimated leave entitlements as at 31
December 2018) which he is entitled to under the terms of his employment agreement
with Doray.
In addition to Mr Junk, it is expected that three members of Doray's senior management
team will be made redundant from their positions, due to those positions being fulfilled
by existing Silver Lake employees. These redundancies will result in additional
estimated redundancy costs of approximately $992,406 (including estimated leave
entitlements as at 31 December 2018).
Any further decisions about staffing will be made following completion of the detailed
post-Merger review described in Section 7.2 above and Silver Lake currently does not
have any definitive plans in relation to Doray's management and employees other than
as noted above.

Corporate matters in relation to Doray
Following implementation of the Share Scheme, it is intended that:
(a)

Doray be removed from the official list of ASX; and

(b)

as Doray will be a wholly owned subsidiary of Silver Lake, the Doray Board be
reconstituted so that it comprises persons nominated by the Silver Lake Board.

Dividend policy
The Merged Group Board will consider its capital management policies including
dividends on the basis of underlying financial performance and cash flow, commodity
price expectations, balance sheet and treasury risk management, working capital
needs and competing internal and external investment opportunities necessary for
renewal and future growth.

Governance
The composition of the Board of the Merged Group is discussed in Section 6.4(a). It is
intended the Board will be governed by Silver Lake's current corporate governance
policies. A copy of these policies can be accessed on Silver Lake's website:
http://www.silverlakeresources.com.au/corporate/corporate-governance.
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Overview
Under the Share Scheme, Share Scheme Participants (other than Ineligible Foreign
Shareholders and Electing Small Shareholders) will acquire Silver Lake Shares and
consequently there will be a change to their overall investment risk profile. This
Section outlines a number of the risks that may affect the performance of the Merged
Group and the value of its shares. These risks include:
(a)

risks relating to the existing businesses of Doray and Silver Lake;

(b)

risks relating to the implementation of the Share Scheme;

(c)

risks relating to the Merged Group; and

(d)

risks if the Schemes do not proceed.

The outline of risks in this Section 8 is a summary only and should not be considered
exhaustive. No assurances or guarantees are given in relation to the future
performance of, profitability of, or payment of dividends by, Doray, Silver Lake or the
Merged Group.

Risks relating to the existing businesses of Doray and Silver Lake
(a)

Risks specific to Doray's activities
(i)

Compliance with project finance facility ratios
Doray has a finance facility with Westpac Banking Corporation
(Westpac) that requires Doray to meet certain conditions including
maintaining certain financial ratios within pre-determined ranges.
Failure to comply with these conditions (subject to obtaining a waiver
from Westpac) can lead to amounts outstanding under the finance
facility becoming immediately repayable.
As at 31 December 2018, Doray's debt to Westpac was $9.5 million
and Doray expects that this debt will be fully repaid by the year
ending 30 June 2019.

(ii)

Completion of the Andy Well and Gnaweeda sale process
Doray announced on 24 December 2018 that it had signed a binding
agreement (Sale Agreement) to divest the Andy Well Gold Project
and Gnaweeda Gold Project to Westgold Resources Limited.
Completion of the Sale Agreement remains subject to a number of
conditions precedent, which are summarised in Section 4.2(d).
Although it is anticipated that these conditions precedent will be
readily satisfied shortly, there is a risk that these conditions
precedent will not be satisfied and that the sale will not complete.
Should this risk eventuate, Doray would remain liable for the costs
associated with the Andy Well Gold Project and the Gnaweeda Gold
Project.
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One of the primary permits required to operate the Deflector Project
is a water discharge permit, which is granted by the Department of
Water and Environmental Regulation.
Doray's current water discharge permit is due to expire on
31 December 2019. Doray has no reason to believe that a new permit
will not be granted in the ordinary course.
However, there can be no certainty that the permit will be granted,
or that it will be granted on terms acceptable to Doray. This would
result in Doray being unable to continue its present operations at
Deflector and therefore have a material adverse effect on Doray's
financial and operational performance.
(b)

Risks common to the activities of Doray and Silver Lake
(i)

Commodity prices
The main source of revenue for Doray and Silver Lake is through the
sale of gold and, in the case of Doray, copper. Accordingly, the
financial performance of the Merged Group will be exposed to
fluctuations in the gold and copper price. Gold and copper prices are
affected by numerous factors beyond the control of the parties
including the level of production costs in major gold/copperproducing regions, global and regional demand for, and supply of,
gold and macroeconomic factors such as expectations regarding
inflation and interest rates. The parties cannot provide any assurance
as to the prices that may be achieved for gold and/or copper.
Future production from the Merged Group's mineral properties will be
dependent upon commodity prices being adequate to make these
properties economic. Future serious price declines in the market
value of gold and/or copper could cause the development of, and any
commercial production from, a project to be rendered uneconomic.
This would materially and adversely affect production, profitability
and the Merged Group's financial position.
A decline in the market prices of gold and/or copper may also require
the Merged Group to write down its Ore Reserves and Mineral
Resources which would have a material and adverse effect on its
earnings and profitability. Should any significant write-down in
Reserves and Resources be required, material write-down of the
Merged Group's investment in the affected mining properties and
increased amortisation may also be required.

(ii)

Exchange rates
The revenue of the Merged Group will be derived from the sale of
gold and other minerals which are typically priced in US dollars.
However, the costs of the Merged Group will mostly be in Australian
dollars, exposing the Merged Group to the fluctuations and volatility
of the exchange rate between the US and Australian dollars. The risks
associated with such fluctuations and volatility may be minimised by
any currency hedging the Merged Group may undertake.
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(iii)

Estimates
The Mineral Resources and Ore Reserves of the Merged Group are
estimates only and no assurance can be given that any particular level
of recovery of gold or other minerals will in fact be realised or that
an identified mineral deposit will ever qualify as a commercially
mineable (or viable) ore body which can be economically exploited.
Mineral Resources which are not Ore Reserves may not have
demonstrated economic viability. These estimates are prepared in
accordance with the JORC Code 2012 and are expressions of
judgement based on knowledge, experience and industry practice,
and may require revision based on actual production experience
which could in turn affect the Merged Group's mining plans and
ultimately its financial performance and value. Estimates that are
valid when made may change significantly when new information
becomes available. In addition, gold price fluctuations, as well as
increased production costs or reduced throughput and/or recovery
rates, may render Reserves and Resources uneconomic and so may
materially affect the estimates.

(iv)

Development and mining
The Merged Group's projects are at various stages of exploration,
development and production.
Ultimate and continuous success of activities is dependent on a
number of factors including:
(A)

the discovery and/or acquisition
recoverable Ore Reserves;

of

economically

(B)

access to adequate capital to fund and develop its projects;

(C)

construction of efficient development and production
infrastructure within capital expenditure budgets;

(D)

securing and maintaining title to interests;

(E)

obtaining regulatory consents and approvals necessary for
the conduct of mineral exploration, development and
production; and

(F)

retention of appropriately skilled and
employees, contractors and consultants.

experienced

The Merged Group's operations may be delayed or prevented as a
result of factors including weather conditions, mechanical difficulties
or a shortage of technical expertise or equipment. There may be
difficulties with obtaining government and/or third-party approvals,
operational difficulties encountered with construction, extraction
and production activities, unexpected shortages or increase in the
price of consumables, plant and equipment, cost overruns or lack of
access to required levels of funding. The Merged Group's operations
may be curtailed or disrupted by a number of risks beyond its control
such as environmental hazards, industrial accidents and disputes,
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technical failures, unusual or unexpected geological conditions,
adverse weather conditions, fires, explosions and other accidents.
The Merged Group's operations may be adversely affected by higher
than anticipated treatment costs, worse than anticipated
metallurgical conditions, fluctuations in metal prices or lack of
availability of treatment plant capacity. The occurrence of any of
these circumstances could result in the Merged Group not realising
its operational or development plans or in such plans costing more
than expected or taking longer to realise than expected. Any of these
outcomes could have an adverse effect on the Merged Group's
financial and operational performance.
(v)

Exploration risk
Exploration is inherently associated with risk. Notwithstanding the
experience, knowledge and careful evaluation a company brings to
an exploration project there is no assurance that recoverable mineral
resources will be identified. Even if identified, other factors such as
technical difficulties, geological conditions, adverse changes in
government policy or legislation or lack of access to sufficient funding
may mean that the resource is not economically recoverable or may
otherwise preclude the Merged Group from successfully exploiting
the resource.

(vi)

Tenure and access
Mining and exploration tenements are subject to periodic renewal.
There can be no guarantee that current or future tenements, or
current or future production tenements will be approved. Tenements
are subject to numerous State-specific legislative conditions. The
renewal of the term of a granted tenement is also subject to the
discretion of the relevant minister. Renewal conditions may include
increased expenditure and work commitments or compulsory
relinquishment of areas of the tenements. The imposition of new
conditions or the inability to meet those conditions may adversely
affect the operations, financial position and/or performance of the
Merged Group.

(vii)

Compulsory work obligations
Tenements are subject to expenditure and work commitments which
must be met in order to keep such tenements in good standing. These
commitments may be varied by the tenement holder but any such
variation is at the sole discretion of the minister administering the
relevant State mining legislation. If no variation is approved, and
there is a failure to meet the commitments, this could lead to
forfeiture of the tenement.

(viii)

Future funding requirements
The Merged Group may require additional funding to carry out further
exploration, undertake feasibility studies and develop its mining
operations. Any additional equity financing may be dilutive to
shareholders of the Merged Group and may be undertaken at prices
lower than the current market price for Silver Lake Shares. Debt
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financing, if available, may impose restrictions on operating activities
or anticipated expansion of the Merged Group's operations.
If the Merged Group is unable to obtain additional financing as
needed, it may be required to reduce the scope of its operations and
scale back its regional exploration programmes as the case may be
and could have a material adverse effect on the Merged Group's
activities and its ability to continue as a going concern. Failing to
meet minimum expenditure requirements in respect to the
exploration assets of the Merged Group, may lead to the forfeiture of
those exploration rights, in addition to giving rise to potential
contractual claims.
There is no guarantee that the Merged Group will be able to secure
any additional funding or be able to secure funding on terms
favourable to the Merged Group.
(ix)

Environmental
The operations and activities of the Merged Group are subject to the
environmental laws and regulations of Australia and any other places
it may conduct business in the future. As with all mining operations
and exploration projects, the Merged Group's operations and
activities are expected to have an impact on the environment. The
development of future projects could be expected to have numerous
environmental impacts which would require various statutory
approvals to be put in place. There is no guarantee that such
approvals would be granted. The Merged Group intends to conduct its
operations in an environmentally responsible manner and in
accordance with relevant legislation. However, the Merged Group is
unable to predict the effect of future changes to environmental
legislation or policy and the cost effect of such changes on its
operations and financial position. There can be no assurances that
new environmental laws, regulations or stricter enforcement
policies, once implemented, will not oblige the Merged Group to incur
significant expenses and undertake significant investments which
could have a material adverse effect on the Merged Group's business,
financial condition and performance.

(x)

Native title and Aboriginal Heritage
The Native Title Act 1993 (Cth) recognises certain rights of indigenous
Australians over land where those rights have not been extinguished.
These rights, where they exist, may impact on the ability of the
Merged Group to carry out exploration or obtain production
tenements. In applying for certain production tenements, the Merged
Group must observe the provisions of Native Title legislation (where
applicable) and Aboriginal Heritage legislation which protects
Aboriginal sites and objects of significance. In certain circumstances
the consent of registered Native Title claimants must be obtained
prior to carrying out certain activities on land to which their claim
relates. It is possible that the conditions imposed by Native Title
claimants on such consent may be on terms unacceptable to the
Merged Group. If any known, or currently as yet undiscovered,
Aboriginal Heritage sites are present on the tenements of the Merged
Group there is a risk that the presence of such sites may limit or
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prevent exploration or mining activity on the affected areas of those
tenements. The failure to obtain the approval of the relevant
minister to impact Aboriginal Heritage sites can result in offences
being committed and significant fines or orders to stop work being
made.
(xi)

Exploitation of discoveries
It may not always be possible for the Merged Group to exploit
successful discoveries that may be made in areas in which it has an
interest. Exploitation involves obtaining the necessary licences,
permits and regulatory consents and authorisations. Further, the
decision to proceed to further exploitation may require the
participation of other companies whose interests and objectives may
differ from the Merged Group's.

(xii)

Contractual risks
The Merged Group will rely significantly on strategic relationships
with other entities and also on a good relationship with regulatory
and government departments and other interest holders. The Merged
Group will also rely on third parties to provide essential contracting
services. There can be no assurance that its existing relationships will
continue to be maintained or that new ones will be successfully
formed. The Merged Group could be adversely affected by changes to
such relationships or difficulties in forming new ones.

(xiii)

Competition
The Merged Group will compete with other companies, including
major gold companies in Australia and internationally. Some of these
companies will have greater financial and other resources than the
Merged Group and, as a result, may be in a better position to compete
for future business opportunities. There can be no assurance that the
Merged Group can compete effectively with these companies.

Risks relating to the implementation of the Share Scheme
(a)

Selling of Silver Lake Shares following Implementation Date
Under the Share Scheme, Silver Lake will issue a maximum of approximately
308,350,098 new Silver Lake Shares (ignoring the effects of rounding and
assuming that no Doray Shares are issued before the Record Date except as
contemplated in the Scheme Implementation Deed). The Silver Lake Share
price may be adversely affected in the short term if a significant number of
Share Scheme Participants elect to sell their allotment of new Silver Lake
Shares under the Share Scheme.
In addition, the Sale Agent will be issued the Silver Lake Shares that would
otherwise be issued to Ineligible Foreign Shareholders and Electing Small
Shareholders and will sell them as soon as reasonably practicable after the
Implementation Date (refer to Sections 3.10 and 3.11). Although the quantum
of these sales is expected to be limited, it is possible that such sales may exert
downward pressure on the share price of Silver Lake during the applicable
period.
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The parties have sought to mitigate this risk by providing in the Scheme
Implementation Deed that each of Doray and Silver Lake must procure that
the Doray Board (as at the date of the Scheme Implementation Deed), the
Silver Lake Board and certain agreed key management personnel of the Silver
Lake Group from the Effective Date must not deal in the securities of Silver
Lake for a period of eight months after the Effective Date. The number of
Silver Lake Shares that are expected to be subject to this restriction is
8,592,654 (approximately 1.05% of the Merged Group). This trading restriction
is subject to customary exceptions. Refer to clause 6.10 of the Scheme
Implementation Deed for further information regarding the trading
restriction. A full copy of the Scheme Implementation Deed was announced
by Doray and Silver Lake on 14 November 2018.
(b)

Integration risks
There are risks that any integration between the businesses of Doray and Silver
Lake may take longer than expected and that anticipated efficiencies and
benefits of that integration may be less than estimated. These risks include
possible differences in the management culture of the two groups, inability
to achieve synergy benefits and cost savings and access tax losses, and the
potential loss of key personnel. While Doray expects that value will be added
through the Share Scheme, there is a risk that the full benefits may be
achieved only in part, or not at all.

General risk factors
(a)

Investment in publicly quoted securities
Prospective investors should be aware that the value of Silver Lake Shares may
go down as well as up and that the market price of Silver Lake Shares may not
reflect the underlying value of Silver Lake. Investors may therefore realise
less than, or lose all of, their investment.

(b)

Potentially volatile share price and liquidity
The share price of emerging companies quoted on public exchanges such as
ASX can be highly volatile and shareholdings illiquid. The price at which Silver
Lake Shares are quoted and the price at which investors may realise their
Silver Lake Shares may be influenced by a significant number of factors, some
specific to Silver Lake and its operations and some which affect quoted
companies generally. These factors could include the performance of Silver
Lake, large purchases or sales of Silver Lake Shares, legislative changes and
general, economic, political or regulatory conditions.

(c)

Market perception
The market price of Silver Lake Shares could be subject to significant
fluctuations due to a change in sentiment in the market following
implementation of the Schemes.
Any such fluctuations could result from national and global economic and
financial conditions, the market's response to the Merger, changes in metal
prices, market perceptions of Doray or Silver Lake, regulatory changes
affecting the Merged Group's operations, variations in the Merged Group's
operating results, business developments of the Merged Group or its
competitors and liquidity of financial markets.
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(d)

Economic risk
Changes in the general economic climate in which Doray and Silver Lake
operate may adversely affect the financial performance of the Merged Group.
Factors that may contribute to that general economic climate include the
level of direct and indirect competition against the Merged Group, industrial
disruption, the rate of growth of gross domestic product in Australia, interest
rates and the rate of inflation.

(e)

Changes in government policies and legislation
Any material adverse changes in government policies or legislation of Australia
may affect the viability and profitability of the Merged Group.

Risks to Doray Securityholders if the Schemes do not proceed
If the Share Scheme is not approved by Doray Shareholders and the Court, regardless
of whether the Option Scheme is approved, the Schemes will not proceed and Doray
will continue to operate as a standalone entity.
If the Share Scheme is approved by Doray Shareholders and the Court, but the Option
Scheme is not approved, the Merger will still proceed and Silver Lake will acquire all
of the Doray Shares, but Doray Optionholders will continue to hold their Doray Scheme
Options. In those circumstances, Doray would be de-listed from ASX, meaning there is
unlikely to be an active market for any Doray Shares issued to Doray Optionholders on
exercise of their Doray Scheme Options. Silver Lake may have a right to compulsorily
acquire the Doray Scheme Options after the Share Scheme is implemented. Please
refer to Section 10.10 for further information.
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Introduction
The following is a general summary of the Australian income tax, GST and Duty
considerations for Doray Shareholders and Doray Optionholders who participate in the
proposed Schemes.
This summary does not provide an exhaustive consideration of all possible Australian
income tax, GST and Duty implications that could apply to Scheme Participants in
relation to the Schemes. Furthermore, this summary does not consider any tax
implications in jurisdictions outside of Australia.
Only Scheme Participants that are individuals, complying superannuation funds and
corporate shareholders and optionholders that hold their shares or options on capital
account have been considered in this summary. In particular, this summary is not
intended to cover Scheme Participants who:
(a)

are exempt from Australian income tax;

(b)

hold their Doray Shares or Doray Scheme Options on revenue account or as
trading stock;

(c)

are partnerships or persons that are partners of such partnerships;

(d)

acquired their Doray Shares or Doray Scheme Options under an employee share
scheme or similar employee incentive plan (other than those comments made
in Section 9.6); or

(e)

are subject to the taxation of financial arrangements rules in Division 230 of
the Income Tax Assessment Act 1997 in relation to gains and losses on their
Doray Shares or Doray Scheme Options.

This summary does not constitute tax advice and is intended only as a general guide
to the Australian tax implications of participating in the Schemes based upon Australian
taxation law and administrative practice in effect as at the date of this Scheme
Booklet. It does not consider any specific facts or circumstances that may apply to
Scheme Participants. As the tax consequences for participating in the Schemes depend
on each Scheme Participant's individual circumstances, all Scheme Participants are
advised to seek independent professional advice regarding the Australian and foreign
tax consequences of the Schemes according to their own particular circumstances.

Australian Tax Resident Shareholders
This Section applies to Doray Shareholders that participate in the Share Scheme and
are residents of Australia for Australian income tax purposes that hold their Doray
shares on capital account.
(a)

Capital Gains Tax (CGT) Event
Under the Share Scheme, Doray Shareholders will dispose of their Doray Shares
to Silver Lake in exchange for the Scheme Consideration, comprising shares
issued in Silver Lake. The disposal of the Doray Shares to Silver Lake in
accordance with the Share Scheme will give rise to a CGT event. The time of
the CGT event should be the date the Doray Shares are disposed of, which will
occur on the Implementation Date.
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In the absence of CGT roll-over relief, the following tax consequences are
expected to arise for the Scheme Participants:
(i)

a capital gain will be realised to the extent the capital proceeds
received by the Scheme Participants from the disposal of their Doray
Shares exceed the cost base of those shares; or

(ii)

a capital loss will be realised to the extent that capital proceeds
received by the Scheme Participants from the disposal of their Doray
Shares are less than the reduced cost base of those shares.

Capital losses can be offset against capital gains derived in the same income
year or in later income years. Specific loss recoupment rules apply to
companies to limit their availability in future years in certain circumstances.
Scheme Participants should seek their own tax advice in relation to the
operation of these rules.
(b)

Capital Proceeds
The capital proceeds on the disposal of the Doray Shares should be equal to
the Scheme Consideration received by Scheme Participants.
The capital proceeds will be equal to the market value of the Silver Lake
Shares received by Scheme Participants at the Implementation Date.

(c)

Cost Base and Reduced Cost Base of a Doray Share
The cost base of a Doray Share will generally be equal to the cost of acquiring
the Doray Share, plus any incidental costs of acquisition and disposal (such as
brokerage fees and legal costs). The reduced cost base of a Doray Share is
determined in a manner similar to the cost base although some differences in
the calculation of the reduced cost base do exist depending on the Scheme
Participant's individual circumstances. The cost base and reduced cost base
of each Doray Share will depend on the individual circumstances of each
Scheme Participant.

(d)

CGT Discount
The CGT Discount may apply to Scheme Participants that are individuals,
complying superannuation funds or trusts, who have held, or are taken to have
held, their Doray Shares for at least 12 months (not including the date of
acquisition or the date of disposal) at the time of the disposal of their Doray
Shares.
The CGT Discount is:
(i)

one-half if the Scheme Participant is an individual or trustee;
meaning only 50% of the capital gain will be included in assessable
income; and

(ii)

one-third if the Scheme Participant is a trustee of a complying
superannuation entity; meaning only two-thirds of the capital gain
will be included in assessable income.

The CGT Discount is not available to Scheme Participants that are companies.
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If the Scheme Participant makes a discount capital gain, any carried forward
capital losses will be applied to reduce the undiscounted capital gain before
either the one-half or one-third discount is applied. The resulting amount is
then included in the Scheme Participant's net capital gain for the income year
and included in assessable income.
The CGT Discount rules relating to trusts are complex. Accordingly, Doray
recommends trustees seek their own independent advice on how the CGT
Discount applies to them and the trust's beneficiaries.
(e)

Scrip for Scrip Roll-over Relief
Scheme Participants who make a capital gain from the disposal of their Doray
Shares may be eligible to choose CGT scrip for scrip roll-over relief (provided
certain conditions are met). Broadly, CGT scrip for scrip roll-over relief
enables Scheme Participants to disregard the capital gain they make from the
disposal of their Doray Shares under the Share Scheme.
For roll-over relief to be available, Silver Lake must become the owner of 80%
or more of the shares in Doray and the Scheme Participants must make a
capital gain on the disposal of their Doray Shares. If a capital loss arises, no
CGT scrip for scrip roll-over relief is available.
Scheme Participants do not need to inform the ATO, or document their choice
to claim CGT scrip for scrip roll-over relief in any particular way, other than
to complete their income tax return in a manner consistent with their choice.
The Company cautions that the availability of CGT scrip for scrip roll-over
relief has not been confirmed by a ruling from the Australian Taxation Office
and it is possible that the Australian Taxation Office will take a different view.
On the assumption that CGT scrip for scrip roll-over relief is available,
Shareholders who are Australian tax residents can choose to disregard any
capital gain arising upon the exchange of Doray Shares for Silver Lake Shares.

(f)

Consequences of Choosing CGT Scrip for Scrip Roll-over Relief
If a Scheme Participant chooses to obtain CGT scrip for scrip roll-over relief,
the capital gain arising on the disposal of their Doray Shares under the Share
Scheme should be disregarded.
Further, the first element of the cost base for the Silver Lake Shares received
is determined by attributing to them, on a reasonable basis, the existing cost
base of the Doray Shares exchanged under the Share Scheme. The first
element of the reduced cost base is determined similarly.
Finally, for the purposes of determining future eligibility for the CGT Discount,
the acquisition date of the Silver Lake Shares is taken to be the date when the
Scheme Participant originally acquired their Doray Shares.

(g)

Consequences if CGT Scrip for Scrip Roll-over Relief is not Available or is
not Chosen
If a Scheme Participant does not qualify for CGT scrip for scrip roll-over relief
or does not choose to obtain CGT scrip for scrip roll-over relief, the general
CGT treatment outlined above at Section 9.2(a) will apply.
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If a Scheme Participant makes a capital loss from the disposal of their Doray
Shares, this loss may be used to offset capital gains in the same or subsequent
years of income (subject to satisfying certain conditions). The capital loss
cannot be offset against ordinary income or carried back to offset against
capital gains arising in earlier income years.

Foreign Tax Resident Shareholders
This Section applies to Doray Shareholders that participate in the Share Scheme and
are not residents of Australia for Australian income tax purposes (i.e. foreign tax
residents) that hold their Doray Shares on capital account. It does not apply to Scheme
Participants who have held their Doray Shares at any time in carrying on a business at
or through a permanent establishment in Australia.
(a)

Indirect Australian Real Property Interests
Foreign tax resident Scheme Participants who hold their Doray Shares on
capital account should generally not be subject to the CGT rules in Australia
on the disposal of their Doray Shares, provided their Doray Shares are not an
"indirect Australian real property interest" as at the time of the disposal.
Broadly, a Scheme Participant's Doray Shares will not be an indirect Australian
real property interest unless both of the following conditions are satisfied:
(i)

the foreign tax resident Scheme Participant and their associates (as
defined for tax purposes) together hold 10% or more of the issued
shares in Doray at the time of disposal, or held 10% or more of the
issued shares for at least 12 months during the 24 months prior to
disposal of their Doray Shares (the non-portfolio interest test); and

(ii)

the aggregate market value of Doray's assets which are taxable
Australian property (being direct and indirect interests in real
property, including land, leases of land and property affixed to land,
situated in Australia) exceeds the aggregate market value of Doray's
assets which are not taxable Australian property (the principal asset
test).

The Australian Government has introduced draft legislation to implement a
change to the scope of taxable Australian property in Division 855 of the
Income Tax Assessment Act 1997. Specifically, certain tests will be applied
on an associate-inclusive basis, which are designed to ensure that foreign
residents cannot avoid a CGT liability by disaggregating indirect interests in
Australian real property. The measure is stated to apply from 9 May 2017.
On the basis that the aggregate market value of Doray's assets which are
taxable Australian property exceeds the aggregate market value of Doray's
assets which are not taxable Australian property, Doray's Shares will pass the
principal asset test. However, it is expected that no foreign resident Scheme
Participant holds/held the requisite 10% or more of the issued shares in Doray
at the time of disposal so the non-portfolio interest test is likely to be failed.
The Doray Shares would therefore not be an indirect Australian real property
interest and no CGT should apply.
(b)

Foreign Resident CGT Withholding Rules
In broad terms, a foreign resident CGT withholding tax applies to transactions
involving the acquisition of the legal ownership of an asset that is an indirect
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Australian real property interest from a foreign resident.
withholding rate is 12.5%.

The current

As noted above, it is unlikely that any foreign resident Scheme Participants
would pass the non-portfolio interest test and no CGT liability should
therefore arise. However, to avoid any withholding, foreign resident Scheme
Participants should complete a Foreign resident capital gains withholding –
vendor declaration form and provide this to Silver Lake prior to the
Implementation Date.
Foreign resident Scheme Participants should seek their own advice in relation
to the vendor declaration and the application of an exemption from CGT
withholding in respect of this transaction.

GST – Share Scheme
No GST will be payable by Scheme Participants on the acquisition of their Doray Shares
by Silver Lake under the Share Scheme, or on the receipt of Silver Lake Shares as
Scheme Consideration. Scheme Participants who are registered for GST may not be
entitled to input taxed credits (or only entitled to reduced input taxed credits) for any
GST incurred on costs associated with the disposal of their Doray Shares.

Duty – Share Scheme
No Australian duty should be payable by Scheme Participants on the acquisition of their
Doray shares under the Share Scheme or on the receipt of Silver Lake shares as Scheme
Consideration.

Australian Tax Resident Optionholders
This Section applies to Doray Optionholders that participate in the Option Scheme and:
(a)

are residents of Australia for Australian income tax purposes; and

(b)

acquired their options under an employee share option plan (or similar
employee incentive plan).

The tax implications for the disposal of options by Scheme Participants that acquired
the options under an employee share scheme depend on the individual employee's
circumstances. The employee share scheme rules are complex and Scheme Participants
should seek their own advice in relation to the disposal of their options. However, for
the purposes of determining the amount of any assessable discount under the employee
share scheme rules, the amount received is the amount of $0.0781 per option. If the
CGT rules apply, the capital proceeds are also the amount of $0.0781 per option.

GST – Option Scheme
The comments under Section 9.4 apply equally to the Option Scheme in respect of the
disposal of Doray Options.

Duty – Option Scheme
The comments under Section 9.5 apply equally to the Option Scheme in respect of the
disposal of Doray Options.
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This Section provides an overview of the Scheme Conditions, the Scheme Meeting, and
other steps required to implement the Schemes.

Actions already undertaken by Doray and Silver Lake
(a)

Execution of Scheme Implementation Deed
Doray and Silver Lake entered into a scheme implementation deed on 13
November 2018 in which they agreed (among other things) their respective
obligations in implementing the Schemes.
The key terms of the Scheme Implementation Deed not otherwise addressed
in this Section, are summarised in Section 11. A full copy of the Scheme
Implementation Deed was announced by Doray and Silver Lake on 14
November 2018.
Doray and Silver Lake have undertaken the following activities to progress the
implementation of the Schemes.

(b)

Appointment of Independent Expert
Doray commissioned the Independent Expert, BDO Corporate Finance (WA) Pty
Ltd, to prepare a report on whether the Schemes are fair and reasonable and
in the best interests of Doray Shareholders and Doray Optionholders,
respectively.
The Independent Expert has concluded that the Share Scheme is fair and
reasonable and in the best interests of Doray Shareholders and that the Option
Scheme is fair and reasonable and in the best interests of Doray Optionholders.
A copy of the Independent Expert's Report is set out in Annexure A.

(c)

Execution of Deed Polls by Silver Lake
On 14 February 2019, Silver Lake executed the Share Scheme Deed Poll in
favour of each Doray Shareholder and on 12 February 2019 Silver Lake
executed the Option Scheme Deed Poll in favour of each Doray Optionholder,
pursuant to which Silver Lake covenants to perform its obligations under the
Scheme Implementation Deed and the Schemes. The key obligation of Silver
Lake under the Schemes is to issue the Scheme Consideration to each Scheme
Participant, subject to satisfaction of the Scheme Conditions.
The Deed Polls may be relied upon by a Doray Securityholder, despite the fact
that they are not a party to it, and each Doray Securityholder appoints Doray
as its agent to enforce their rights under the relevant Deed Poll against Silver
Lake.
The Deed Polls are governed by the laws of Western Australia.
A copy of the Share Scheme Deed Poll is set out in full at Annexure E. A copy
of the Option Scheme Deed Poll is set out in full at Annexure F.
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On 30 January 2019, Doray lodged a draft of this Scheme Booklet with ASIC,
with a number of revised drafts subsequently provided pursuant to section
411(2)(b) of the Corporations Act. On 18 February 2019, ASIC registered the
Scheme Booklet for the purposes of section 412(6) of the Corporations Act.
Doray has requested ASIC provide statements, in accordance with section
411(17)(b) of the Corporations Act, that ASIC has no objection to the Schemes.
If ASIC provides those statements, they will be produced to the Court at the
time of the Second Court Hearing.
Doray has also lodged a copy of this Scheme Booklet with ASX.
Neither ASIC, ASX nor any of their officers takes any responsibility for the
contents of this Scheme Booklet.
(e)

First Court Hearing
On 15 February 2019, the Supreme Court of Western Australia ordered Doray
to convene a meeting of:
(i)

Doray Shareholders to consider and vote on the Share Scheme; and

(ii)

Doray Optionholders to consider and vote on the Option Scheme.

The Scheme Meetings will be held at the Perth office of BDO, at 38 Station
Street, Subiaco, Western Australia on Friday, 22 March 2019. The Share
Scheme Meeting will commence at 10am (WST) and the Option Scheme
Meeting will commence at the later of 10:30am (WST) and the conclusion of
the Share Scheme Meeting.
For the Share Scheme to proceed, the Share Scheme Resolution must be
passed at the Share Scheme Meeting by the Requisite Majority.
For the Option Scheme to proceed, the Option Scheme Resolution must be
passed at the Option Scheme Meeting by the Requisite Majority.
A copy of the Notice of Share Scheme Meeting is set out in Annexure G. A copy
of the Notice of Option Scheme Meeting is set out in Annexure H.
The fact that under section 411(1) of the Corporations Act the Court ordered
that meetings of Doray Securityholders be convened by Doray to consider and
vote on the Schemes and has approved the Scheme Booklet does not mean
that the Court:
(i)

has formed any view as to the merits of the proposed Schemes or as
to how Doray Securityholders should vote (on this matter, Doray
Securityholders must reach their own decision); and

(ii)

has prepared, or is responsible for, the content of this Scheme
Booklet.

Scheme Conditions
Implementation of the Schemes is subject to satisfaction of the applicable Scheme
Conditions. The conditions for implementation of the Share Scheme are set out in
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Certain of the Scheme Conditions have already been satisfied. The Scheme Conditions
that remain outstanding as at the date of this Scheme Booklet and the time by which
each of those Scheme Conditions must be satisfied are set out below:
Share Scheme Condition

Time at which the
Scheme Condition
is to be satisfied

Independent Expert's Report

8.00am on the
Second Court Date

The Independent Expert does not:
•

change their opinion that the Share Scheme is in the
best interests of Doray Shareholders;

•

change their opinion that the Option Scheme is in the
best interests of Doray Optionholders; or

•

withdraw the Independent Expert's Report.

Doray Shareholder approval
The Share Scheme being approved by the Requisite Majority
of Doray Shareholders at the Share Scheme Meeting.
Court approval of Share Scheme
The Share Scheme is approved by the Court in accordance
with section 411(4)(b) of the Corporations Act.
Registration of Scheme orders
An office copy of the Share Scheme orders are lodged with
ASIC as contemplated by section 411(10) of the Corporations
Act.
No restraints
No judgment, order, decree, statute, law, ordinance, rule or
regulation, or other temporary restraining order, preliminary
or permanent injunction, restraint or prohibition, entered,
enacted, promulgated, enforced or issued by any court or
other Governmental Agency of competent jurisdiction, is in
effect that prohibits, materially restricts, makes illegal or
restrains the completion of the Share Scheme or any Scheme
transaction document.
ASIC approval
ASIC issues or provides all such reliefs, consents, approvals,
modifications or exemptions, or does such other acts which
the parties agree are reasonably necessary or desirable to
implement the Schemes and such reliefs, waivers,
confirmations, consents, approvals, modifications or
exemptions or other acts (as the case may be) have not been
withdrawn suspended, varied or revoked.

Before the Second
Court Date

At the Second
Court Date

As soon as
practicable after
the Second Court
Date
8.00am on the
Second Court Date

8.00am on the
Second Court Date
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Share Scheme Condition

Time at which the
Scheme Condition
is to be satisfied

ASX approval

8.00am on the
Second Court Date

ASX issues or provides all such reliefs, consents, approvals,
modifications or exemptions, or does such other acts which
the parties agree are reasonably necessary or desirable to
implement the Schemes and such reliefs, waivers,
confirmations, consents, approvals, modifications or
exemptions or other acts (as the case may be) have not been
withdrawn suspended, varied or revoked.
No Prescribed Occurrence
No Doray Prescribed Occurrence or Silver Lake Prescribed
Occurrence occurs.
No Material Adverse Change
No Doray Material Adverse Change or Silver Lake Material
Adverse Change occurs, or is discovered, announced or
disclosed or otherwise becomes known.
Representations and warranties
The representations and warranties of each of Doray and
Silver Lake given in the Scheme Implementation Deed:
•

that are qualified as to materiality, are true and
correct; and;

•

that are not so qualified, are true and correct in all
material respects.

Doray Board recommendation - Share Scheme
The Doray Board has not withdrawn, qualified or varied the
statements in this Scheme Booklet that it unanimously
considers the Share Scheme to be in the best interests of
Doray Shareholders and recommends that Doray Shareholders
vote in favour of the Share Scheme and confirms the voting
intention statements in accordance with the Scheme
Implementation Deed, in the absence of a Superior Proposal,
and subject to the Independent Expert concluding that the
Share Scheme is in the best interests of Doray Shareholders.
Doray Performance Rights
Doray has provided written confirmation to Silver Lake that
all of the Doray Performance Rights on issue will vest and be
exercised with effect from the Effective Date, and any Doray
Shares resulting from the exercise will be issued and
registered by Doray before the Record Date.

8.00am on the
Second Court Date

8.00am on the
Second Court Date

8.00am on the
Second Court Date

Before the Share
Scheme Meeting

8.00am on the
Second Court Date
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Share Scheme Condition

Time at which the
Scheme Condition
is to be satisfied

Agreements remain in force

As at 8.00 am on
the Second Court
Date

Neither the Scheme Implementation Deed nor the Share
Deed Poll have been terminated in accordance with their
terms.

Option Scheme Condition

Time at which the
Scheme Condition
is to be satisfied

The conditions as specified above with respect to the Share As specified above
Scheme Conditions.
Agreements remain in force
Neither the Scheme Implementation Deed nor the Option
Deed Poll have been terminated in accordance with their
terms.
Doray Optionholder approval
The Option Scheme being approved by the Requisite Majority
of Doray Optionholders at the Option Scheme Meeting.
Court approval of Option Scheme
The Option Scheme is approved by the Court in accordance
with section 411(4)(b) of the Corporations Act.

At the Second Court
Date

Before the Second
Court Date

At the Second Court
Date

For the Schemes to be implemented, each Scheme Condition must be satisfied by the
due date (if any) fixed for its satisfaction as set out above (or otherwise waived to the
extent it is capable of waiver).
As at the date of this Scheme Booklet, Doray is not aware of any circumstances that
would cause the Scheme Conditions to not be satisfied. Doray Securityholders will
receive an update on the status of the Scheme Conditions at the Scheme Meetings.
Doray will also announce to ASX any relevant matter that affects the Schemes or the
likelihood of a Scheme Condition being satisfied or not being satisfied, in accordance
with Doray's continuous disclosure obligations. These details will be published on ASX's
website (www.asx.com.au) and will also appear on Doray's website
(www.dorayminerals.com.au). Please refer to Section 12.26 for further information.

Court approval
In accordance with section 411(4)(b) of the Corporations Act, in order to become
Effective, the Schemes (with or without modification) must be approved by an order
of the Court. If the Schemes are approved at the Scheme Meetings, Doray intends to
apply to the Court on the Second Court Date (expected to be 28 March 2019) for the
necessary orders to give effect to the Schemes.
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The Court may refuse to grant the orders referred to above even if the Schemes are
approved by the Requisite Majorities of Doray Securityholders.
Each Doray Securityholder has the right to appear at Court at the hearing of the
applications by Doray for orders approving the Schemes. Any Doray Securityholder who
wishes to object to the Schemes at that Court hearing or make a complaint to ASIC
about the Schemes should note that the Court hearing for approval of the Schemes is
expected to be held on 28 March 2019. The Court has an overriding discretion regarding
whether or not to approve the Schemes, even if the Schemes are approved by the
Requisite Majorities of Doray Securityholders at the Scheme Meetings.

Scheme Meetings
The Scheme Meetings to consider the Schemes are scheduled to be held at the Perth
office of BDO, at 38 Station Street, Subiaco, Western Australia on Friday, 22 March
2019. The Share Scheme Meeting will commence at 10am (WST) and the Option Scheme
Meeting will commence at the later of 10:30am (WST) and the conclusion of the Share
Scheme Meeting.
The Court has ordered that Doray convene the Scheme Meetings for the purposes of
the Doray Securityholders voting on the Schemes. The order of the Court to convene
the Scheme Meetings is not, and should not be treated as, an endorsement by the Court
of (or any other expression of opinion by the Court on) the Schemes.
For the Schemes to be implemented, it is necessary that the Requisite Majorities of
Doray Securityholders vote in favour of passing the resolutions to approve the Schemes
at the Scheme Meetings.
To pass the Share Scheme Resolution, votes in favour of the Share Scheme must be
cast by:
(a)

unless the Court orders otherwise, a majority in number of Doray Shareholders
(other than any Excluded Shareholders) present and voting (either in person
or by proxy, attorney, or, in the case of bodies corporate, body corporate
representative) at the Share Scheme Meeting; and

(b)

at least 75% of the votes cast on the Share Scheme Resolution.

The Court has a discretion under section 411(4)(a)(ii)(A) of the Corporations Act to
approve the Share Scheme if it is approved by at least 75% of the votes cast on the
resolution, but not by a majority in number of Doray Shareholders (other than any
Excluded Shareholders) present and voting at the Share Scheme Meeting.
To pass the Option Scheme Resolution, votes in favour of the Option Scheme must be
cast by:
(a)

unless the Court orders otherwise, a majority in number of Doray
Optionholders (other than any Excluded Optionholders) present and voting
(either in person or by proxy, attorney, or, in the case of bodies corporate,
body corporate representative) at the Option Scheme Meeting; and

(b)

Doray Optionholders whose Doray Scheme Options amount in aggregate to at
least 75% (by value) of the total of all Doray Scheme Options voted by Doray
Optionholders present and voting at the Option Scheme Meeting on the Option
Scheme Resolution. The value of the Option Scheme Consideration that would
be payable to a Doray Optionholder will be used to determine the value of
voting entitlements on the Option Scheme Resolution.
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The Court has a discretion under section 411(4)(a)(ii)(A) of the Corporations Act to
approve the Option Scheme if it is approved by at least 75% (by value) of the Doray
Scheme Options voted by Doray Optionholders, but not by a majority in number of
Doray Optionholders (other than any Excluded Optionholders) present and voting at
the Option Scheme Meeting.

Steps after approval of the Schemes at the Scheme Meetings but before the
Second Court Date
Doray will, as soon as possible after the Scheme Meetings are held, announce the
results of the votes to ASX and will publish the results on Doray's website
(www.dorayminerals.com.au).

Steps after Court approval at the Second Court Hearing
Doray and Silver Lake have agreed that, if the Court makes orders approving the
Schemes, Doray and Silver Lake will take or procure the taking of the steps required
for the Schemes to proceed, including:
(a)

Record Date
Doray Securityholders will be entitled to receive the relevant Scheme
Consideration under the Schemes if they are registered as holders of Doray
Securities on the Record Date. The Record Date is 5pm on the date that is two
Business Days after the Effective Date (or such other date and time agreed
between Doray and Silver Lake). The anticipated Record Date is 5pm on 2 April
2019.
As from the Record Date (and other than for Silver Lake following the
Implementation Date), the Doray Register will close for transfers and all
certificates and holding statements for Doray Securities will cease to have
effect as documents of title. Each entry on the Doray Register at 5.00pm on
the Record Date will cease to have any effect other than as evidence of
entitlement to the Scheme Consideration.

(b)

Effective Date
If the Court approves the Schemes, Doray will (pursuant to section 411(10) of
the Corporations Act) lodge with ASIC the office copy of each Court order
approving the Schemes. Doray intends to lodge the office copies of the Court
orders with ASIC on the Effective Date, which is expected to be 29 March 2019.
If the Scheme Conditions are satisfied or waived, the Schemes will legally
come into effect on the Effective Date.
If the Schemes have not become Effective or the Scheme Conditions have not
been satisfied or waived by 30 April 2019, or such later date as Doray and
Silver Lake agree in writing, the Schemes will lapse and be of no further force
or effect.

(c)

Suspension of trading of Doray Shares
Doray will apply to ASX for suspension of trading of Doray Shares on ASX after
the close of trading on ASX on the Effective Date. It is expected that the
suspension will commence on the first Business Day after the day on which
Doray notifies ASX of the Share Scheme becoming Effective.
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If the Schemes become Effective, on the Implementation Date:

(e)

(i)

all Doray Shares and Doray Scheme Options held by Scheme
Participants will be transferred to Silver Lake without any further
action required by Scheme Participants;

(ii)

Doray will enter the name of Silver Lake into the Doray Register in
respect of the Doray Shares and Doray Scheme Options; and

(iii)

Doray will then become a wholly-owned subsidiary of Silver Lake and
the current Doray Board will resign.

Issue of Scheme Consideration
(i)

Share Scheme
If the Share Scheme becomes Effective, on the Implementation Date
the Silver Lake Shares to which Share Scheme Participants are
entitled under the Share Scheme will be issued to Share Scheme
Participants (other than Ineligible Foreign Shareholders and Electing
Small Shareholders).
It is expected that:
(A)

holding statements for Share Scheme Participants'
entitlements to Silver Lake Shares will be dispatched to
Share Scheme Participants whose Silver Lake Shares are held
on Silver Lake's issuer sponsored sub-register by no later than
10 Business Days after the Implementation Date; and

(B)

the new Silver Lake Shares will commence trading on ASX
initially on a deferred settlement basis on 1 April 2019, and
on a normal settlement basis from 1 April 2019.

For further information regarding the Silver Lake Shares to be issued,
see Section 12.3.
Silver Lake Shares to which the Ineligible Foreign Shareholders and
Electing Small Shareholders would otherwise be entitled will be sold
by the Sale Agent as soon as practicable (and in any event not more
than 30 Business Days on which Silver Lake Shares are capable of
being traded on ASX after the Implementation Date) and the Cash
Proceeds shall be promptly remitted back to the relevant Ineligible
Foreign Shareholders or Electing Small Shareholders (as applicable).
For more information see Sections 3.10 and 3.11.
(ii)

Option Scheme
If the Option Scheme becomes Effective, the Option Scheme
Consideration will be transferred to the Option Scheme Participants
as soon as practicable after the Implementation Date, which is
expected to be 5 April 2019.
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Warranties given by Doray Securityholders under the Schemes
(a)

Warranties by Scheme Shareholders
Each Scheme Shareholder is deemed to have warranted to Doray, in its own
right and for the benefit of Silver Lake, that:
(i)

all of their Scheme Shares (including any rights and entitlements
attaching to those shares) which are transferred to Silver Lake under
the Share Scheme will be transferred to Silver Lake free from all
mortgages, pledges, charges, liens, encumbrances and security
interests and other interests of third parties of any kind, whether
legal or otherwise (but acknowledging that a security interest holder
may potentially have an interest in the Share Scheme Consideration
in accordance with the terms of such security interest); and

(ii)

they have full power and capacity to sell and transfer their Scheme
Shares to Silver Lake (including any rights and entitlements attaching
to those shares).

The above warranty is deemed to be given by all Scheme Shareholders,
including those who vote against the Share Scheme and those who do not vote.
The terms of the warranty are set out in clause 6.5 of the Share Scheme,
which is attached at Annexure C.
(b)

Warranties by Scheme Optionholders
Each Scheme Optionholder is deemed to have warranted to Doray, in its own
right and for the benefit of Silver Lake, that:
(i)

all of their Scheme Options (including any rights and entitlements
attaching to those Options) which are transferred to Silver Lake under
the Option Scheme will be transferred to Silver Lake free from all
mortgages, pledges, charges, liens, encumbrances and security
interests and other interests of third parties of any kind, whether
legal or otherwise (but acknowledging that a security interest holder
may potentially have an interest in the Option Scheme Consideration
in accordance with the terms of such security interest); and

(ii)

they have full power and capacity to sell and transfer their Scheme
Options to Silver Lake (including any rights and entitlements
attaching to those Options).

The above warranty is deemed to be given by all Scheme Optionholders,
including those who vote against the Option Scheme and those who do not
vote.
The terms of the warranty are set out in clause 6.5 of the Option Scheme,
which is attached at Annexure D.
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A summary of the rights attaching to the Silver Lake Shares is set out in Section
5.11.
It is expected that:
(i)

all Share Scheme Participants (excluding Ineligible Foreign
Shareholders and Electing Small Shareholders) will have their names
entered into the Silver Lake Register on the Implementation Date;

(ii)

holding statements for Share Scheme Participants' entitlements to
Silver Lake Shares will be dispatched to Share Scheme Participants by
no later than 10 Business Days after the Implementation Date. Those
holding statements will be sent by prepaid post to the Share Scheme
Participants' addresses in the Doray Register as at the Record Date;
and

(iii)

the Silver Lake Shares issued as the Share Scheme Consideration will
commence trading on ASX initially on a deferred settlement basis,
and thereafter on a normal settlement basis from 1 April 2019.

Each Share Scheme Participant issued Share Scheme Consideration in the form
of Silver Lake Shares is responsible for confirming their holding before selling
their Silver Lake Shares on a deferred settlement basis. Any sale of Silver Lake
Shares before receipt of a holding statement is at the risk of the holder of
those securities. To the extent permitted by law, Doray, Silver Lake and the
Silver Lake Registry disclaim all liability to persons who sell their Silver Lake
shares before receiving their holding statement, whether on the basis of a
confirmation provided by Doray, Silver Lake, the Silver Lake Registry, a broker
or otherwise.
(b)

Option Scheme Consideration
Option Scheme Participants will receive a cash payment of $0.0781 for each
Doray Scheme Option held as at the Record Date. The Option Scheme
Consideration will be transferred to the Option Scheme Participants as soon
as practicable after the Implementation Date, which is expected to be 5 April
2019.

Exercise of Doray Scheme Options
As a Doray Optionholder, you can participate in the Share Scheme in lieu of
participating in the Option Scheme by exercising your Doray Scheme Options (where
those Doray Scheme Options are capable of exercise). Alternatively, you may wish to
exercise your Doray Scheme Options and then sell the Doray Shares that will be issued
to you on ASX on or before the Effective Date of the Share Scheme. In deciding what
you should do, you should consider the following matters:
(a)

the value of exercising your Doray Scheme Options compared with the value
of the Option Scheme Consideration (refer to the Independent Expert Report
(Option Scheme) at Annexure A). In determining the value of exercising a
Doray Scheme Option, you should compare the exercise price of that Doray
Scheme Option with:
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(i)

the prevailing Doray Share price (if Doray Shares are trading on ASX
at the relevant time); and

(ii)

the value of the Share Scheme Consideration;

(b)

the tax consequences of exercising your Doray Scheme Options and having the
Doray Shares that will be issued to you transferred under the Share Scheme or
sold on ASX compared with the tax consequences of receiving the Option
Scheme Consideration. As these tax consequences will vary depending on your
individual circumstances, you should consider your own tax position and the
tax implications of the Option Scheme;

(c)

the risk factors described in this Scheme Booklet (see Section 8); and

(d)

whether the Schemes have become Effective.

To exercise your Doray Scheme Options in time to participate in the Share Scheme, a
valid exercise notice in respect of the Doray Scheme Options you wish to exercise and
payment of the relevant exercise price in cleared funds must be received by Doray at
its registered office in Australia before 12 noon on the Business Day before the Record
Date. You may not exercise any of your Doray Scheme Options after this time (assuming
the Option Scheme becomes Effective) and your Doray Scheme Options will be
transferred to Silver Lake on the Implementation Date for the Option Scheme.
If the Option Scheme does not become Effective, but the Share Scheme becomes
Effective, your Doray Scheme Options will not be transferred to Silver Lake and you
will continue to hold them, subject to Silver Lake's right to compulsorily acquire them
(see below). You should consult the rules governing your Doray Scheme Options for
information on the procedures for exercising them. A copy of the applicable rules, and
details of which Doray Scheme Options are currently capable of exercise, can be
obtained from the Doray Company Secretary on +61 8 9226 0600.
Following receipt of a valid exercise notice and cleared funds, Doray will:
(a)

issue the relevant number of Doray Shares to you; and

(b)

cause your name and address to be entered in the Doray Register as the holder
of those Doray Shares and a holding statement to be despatched to you.

Compulsory acquisition of Doray Scheme Options
If the Share Scheme is not approved by Doray Shareholders and the Court, regardless
of whether the Option Scheme is approved, the Schemes will not proceed and Doray
will continue to operate as a standalone entity.
If the Share Scheme is approved by Doray Shareholders and the Court, but the Option
Scheme is not approved, the Merger will still proceed and Silver Lake will acquire all
of the Doray Shares, but Doray Optionholders will continue to hold their Doray Scheme
Options. In those circumstances, Doray would be de-listed from ASX, meaning there is
unlikely to be an active market for any Doray Shares issued to Doray Optionholders on
exercise of their Doray Scheme Options. Further, Silver Lake may become entitled to
compulsorily acquire outstanding Doray Scheme Options under Part 6A.2 of the
Corporations Act.
In the event that Silver Lake seeks to compulsorily acquire Doray Scheme Options, the
Corporations Act sets out procedures and safeguards for Doray Optionholders. In order
to compulsorily acquire Doray Scheme Options, Silver Lake must prepare and issue a
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notice in the form prescribed by the Corporations Act. A Doray Optionholder may
object to compulsory acquisition of their Doray Scheme Options. If people who hold at
least 10% of the Doray Scheme Options validly object to the compulsory acquisition,
Silver Lake may apply to the Court for approval of the compulsory acquisition, and such
approval may only be granted by the Court where Silver Lake establishes that the Doray
Optionholders will receive fair value for their Doray Scheme Options. In accordance
with the Corporations Act, Silver Lake is required to bear the legal costs of any proper
and reasonable objection made by a Doray Optionholder. Doray Optionholders should
note that where compulsory acquisition applies in these circumstances, Silver Lake
may acquire Doray Scheme Options for a cash sum only.
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Doray and Silver Lake entered into a scheme implementation deed on 13 November
2018 (refer to Doray's ASX announcement dated 14 November 2018).
On 23 December 2018, Doray and Silver Lake agreed a number of minor amendments
to the scheme implementation deed, as a consequence of the termination of Doray’s
proposed transaction with Galane Australia Pty Ltd and entry into the transaction with
Westgold Resources Limited in relation to the Andy Well and Gnaweeda Gold Projects
(see the announcement of 24 December 2018 and Section 4.2(d) above).
The Scheme Implementation Deed sets out the obligations of Doray and Silver Lake in
relation to the Schemes.
The Doray Directors consider that the Scheme Implementation Deed was entered into
on arm's length commercial terms having regard to the fact that the Doray Board
undertook an extensive assessment of any alternative strategic options available to the
company.
In making the above statement, the Doray Directors note that Doray Securityholders
are being given the opportunity to consider and vote on whether the Schemes are
implemented at the Scheme Meetings.
This Section sets out a summary of the key terms and conditions of the Scheme
Implementation Deed that are not otherwise addressed in this Scheme Booklet.

Scheme Conditions under the Scheme Implementation Deed
The Schemes are subject to the fulfilment or, in certain cases, waiver of the Scheme
Conditions. See Section 10.2 for further details.

Termination
In this summary, the "Relevant Date" is the date or time specified in the Scheme
Implementation Deed for the fulfilment of a Scheme Condition or, if no date or time
is specified, 8am on the Second Court Date, subject, in either case, to extension under
clause 2.4(a)(2) of the Scheme Implementation Deed (Relevant Date).
Under the Scheme Implementation Deed, Doray and Silver Lake have committed to use
their best endeavours to procure that each of the Scheme Conditions are satisfied as
soon as practicable and that there is no occurrence within the control of the respective
parties that would prevent the Scheme Conditions from being satisfied.
If a Scheme Condition has not been fulfilled or waived by the Relevant Date or the
Share Scheme has not become Effective by 30 April 2019 (or such later date as agreed
by Doray and Silver Lake) (End Date), Doray and Silver Lake must consult in good faith:
(a)

to determine whether the Merger can proceed by way of alternative means or
methods; or

(b)

to extend the End Date or adjourn or change the date of an application to the
Court

(each a Variation).
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The Scheme Implementation Deed (and hence the Schemes) may be terminated
immediately by Doray or Silver Lake by giving notice in writing to the other party if:
(a)

the parties agree in writing to terminate the Scheme Implementation Deed;

(b)

the other party is in material breach of any clause, including a representation
or warranty, of the Scheme Implementation Deed, where:
(i)

the party seeking to terminate has given written notice to the other
party setting out the relevant circumstances and stating its intention
to terminate; and

(ii)

in the opinion of the party seeking to terminate acting reasonably,
the relevant circumstance continues to exist for 14 days after the
notice is given;

(c)

a court or other Government Body has issued a final and non-appealable order,
decree or ruling or taking other action which permanently restrains or
prohibits the Merger;

(d)

any Scheme Condition is not satisfied or waived in accordance with the
Scheme Implementation Deed;

(e)

any Scheme Condition is not satisfied or waived by the End Date and within 5
Business Days after the End Date, the parties have not agreed a Variation,
unless the failure of the Scheme Condition to be satisfied arises out of a
breach of the Scheme Implementation Deed by the relevant party; or

(f)

the Effective Date does not occur by the End Date.

The Scheme Implementation Deed (and hence the Schemes) may be terminated
immediately by Doray by giving notice in writing to Silver Lake at any time prior to
5pm on the day before the Second Court Date if:
(a)

a Silver Lake Material Adverse Change occurs;

(b)

a Silver Lake Prescribed Occurrence occurs;

(c)

the Doray Shareholder Approval is not obtained; or

(d)

a Silver Lake Superior Proposal is publicly announced.

The Scheme Implementation Deed (and hence the Schemes) may be terminated
immediately by Silver Lake by giving notice in writing to Doray at any time prior to
5pm on the day before the Second Court Date if:
(a)

a Doray Material Adverse Change occurs;

(b)

a Doray Prescribed Occurrence occurs;

(c)

the Doray Shareholder Approval is not obtained; or

(d)

a Doray Superior Proposal is publicly announced.
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Amendments to the Schemes
Doray may, with the consent of Silver Lake, by its counsel agree on behalf of all Share
Scheme Participants and/or Option Scheme Participants (as applicable) to any
modifications or conditions to the Share Scheme or Option Scheme (as applicable)
which the Court thinks fit to impose. Doray will in no circumstances be obliged to agree
to such modifications or amendments.

Representations and warranties
Each of Doray and Silver Lake has given representations, warranties and covenants to
the other that are considered to be standard warranties for an agreement of this kind.
The representations, warranties and covenants given by each of Silver Lake and Doray
are set out in full in schedules 2 and 3 (respectively) of the Scheme Implementation
Deed.

Exclusivity
Doray and Silver Lake are subject to exclusivity obligations prohibitions in respect of
potential competing proposals. These exclusivity obligations apply from the date of
the Scheme Implementation Deed until the earlier of termination of the Scheme
Implementation Deed and midnight on the End Date (Exclusivity Period).
The exclusivity obligations applicable to Doray and its representatives for the duration
of the Exclusivity Period are contained in clause 7.1 of the Scheme Implementation
Deed and summarised below:
(a)

(No shop): Doray was required to immediately suspend any and all existing
negotiations or discussions by it, its Related Bodies Corporate or its
representatives in respect of any Doray Competing Proposal. Doray also must
not, and must ensure that its Related Bodies Corporate and Representatives
do not, directly or indirectly solicit, invite, facilitate or encourage any
enquiries, negotiations or discussions with a view to obtaining an expression
of interest, proposal or offer in relation to a Doray Competing Proposal;

(b)

(No talk): Doray must not, and must ensure that its Related Bodies Corporate
and its representatives do not, negotiate or enter into or participate in
negotiations or discussions in relation to a Doray Competing Proposal even if
the Doray Competing Proposal is not solicited by Doray or publicly announced;
and

(c)

(No due diligence): Doray must not, and must ensure that its Related Bodies
Corporate and its representatives do not, make available to any person or
permit any other person to receive any non-public information relating to
Doray or any of its Related Bodies Corporate in connection with such person
or party formulating, developing or finalising a Doray Competing Proposal.

Reciprocal "no shop" and "no talk" obligations are also applicable to Silver Lake and its
representatives for the duration of the Exclusivity Period. These obligations are
contained in clause 7.3 of the Scheme Implementation Deed.
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During the Exclusivity Period, Doray is subject to an obligation to promptly notify Silver
Lake if:
(a)

it is approached (directly or indirectly) by any third party to engage in any
activity or take any other action of a kind referred to in the "no shop", "no
talk" or "no due diligence" restrictions;

(b)

it proposes to take any action of a kind referred to in the "no shop", "no talk"
or "no due diligence" restrictions;

(c)

it receives in writing any Doray Competing Proposal; or

(d)

the Board of Doray is contemplating, will make, or has made a resolution to
rely on the "fiduciary exception" described below.

The notification provided by Doray to Silver Lake must set out sufficient details such
that Board of Silver Lake can determine whether the relevant matter could reasonably
be considered to involve a Doray Superior Proposal, made in good faith, including:
(a)

any consideration offered;

(b)

any conditions offered;

(c)

the proposed timing of any offer; and

(d)

the third parties involved in the making of any offer.

Before Doray or any of its Related Bodies Corporate or representatives may enter into
any agreement, commitment, arrangement or understanding to implement a Doray
Competing Proposal, Doray must have, amongst other things, complied with the
"notification" obligations described above and 5 Business Days must have elapsed since
this notification was given.
During this 5 Business Day period, Silver Lake may propose an amendment to the Merger
(Silver Lake Counter Proposal). If the Doray Board determines that a Silver Lake
Counter Proposal is more favourable to Doray Shareholders than the applicable Doray
Competing Proposal, then Doray and Silver Lake must use their best endeavours to
agree the amendments to the Scheme Implementation Deed necessary to reflect the
Silver Lake Counter Proposal, and once agreed Doray must procure that the Doray
Board unanimously recommends the Silver Lake Counter Proposal to Doray
Shareholders and not recommend the applicable Doray Competing Proposal (a
"matching right").
The exclusivity restrictions described above do not prevent Doray from taking or
refusing to take any action with respect to a bona fide Doray Competing Proposal if
the Board of Doray has determined by way of resolution made in good faith, acting
reasonably, after taking written legal advice:
(a)

that the Doray Competing Proposal is or may reasonably be expected to lead
to a Doray Superior Proposal; and

(b)

failing to respond to the Doray Competing Proposal will constitute a breach of
the fiduciary or statutory duties and obligations of the Board of Doray,

provided that Doray has complied with the "notification" and "matching right"
provisions described above.
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Similarly, the exclusivity restrictions described above do not prevent Silver Lake from
taking or refusing to take any action with respect to a bona fide Silver Lake Competing
Proposal if the Board of Silver Lake has determined in good faith, acting reasonably,
after taking written legal advice:
(a)

that the Silver Lake Competing Proposal could be reasonably considered to be
a Silver Lake Superior Proposal; and

(b)

failing to respond to the Silver Lake Competing Proposal will constitute a
breach of the fiduciary or statutory duties and obligations of the Board of
Silver Lake.

Reimbursement Fee
A Reimbursement Fee may become payable by Doray to Silver Lake, or by Silver Lake
to Doray, in certain circumstances. The terms of the Reimbursement Fee are set out
in clause 8 of the Scheme Implementation Deed.
In summary, Doray must pay Silver Lake a Reimbursement Fee of $1,550,000 (exclusive
of GST) if:
(a)

any Doray Board member fails to state that they consider the Share Scheme
to be in the best interests of Doray Shareholders or fails to recommend that
Doray Shareholders approve the Share Scheme, or publicly changes (including
by attaching qualifications to) or withdraws (including by abstaining) that
statement or recommendation, other than in any case where either:
(i)

the Independent Expert concludes in the Independent Expert's Report
that the Share Scheme is not in the best interests of Doray
Shareholders (including in any update to its report) provided that the
reasons for the Independent Expert's conclusions do not include the
existence of a Doray Competing Proposal; or

(ii)

Doray receives a Doray Competing Proposal and a majority of the
Doray Board determines that the Doray Competing Proposal is (or may
reasonably be expected to lead to) a Superior Proposal,

and the Scheme Implementation Deed is terminated;
(b)

a Doray Competing Proposal is announced or made and is publicly
recommended, promoted or otherwise endorsed by the Doray Board or by any
of the directors comprising the Doray Board;

(c)

a Doray Competing Proposal is announced or made prior to the End Date and
is completed at any time prior to the first anniversary of the Execution Date
and, as a result, a third party acquires:

(d)

(i)

a Relevant Interest and/or economic interest in at least 50% of the
Doray Shares; or

(ii)

control of Doray or the Doray Group within the meaning of section
50AA of the Corporations Act;

Silver Lake terminates the Scheme Implementation Deed as a result of:
(i)

Doray being in material breach of its obligations under the Scheme
Implementation Deed; or
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Silver Lake must pay Doray a Reimbursement Fee of $1,550,000 (exclusive of GST) if:
(a)

Silver Lake announces a transaction or proposed transaction which is a Silver
Lake Competing Proposal and is publicly recommended, promoted or
otherwise endorsed by the Silver Lake Board or by any of the directors
comprising the Silver Lake Board on the basis that the Merger not proceed; or

(b)

Doray terminates the Scheme Implementation Deed as a result of:
(i)

Silver Lake being in material breach of its obligations under the
Scheme Implementation Deed; or

(ii)

the occurrence of a Silver Lake Prescribed Occurrence.

The payment of a Reimbursement Fee must be made within five Business Days of
receipt of a written demand for payment by the party entitled to receive the fee. The
Reimbursement Fee is only payable once.
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Introduction
This Section 12 sets out additional information required to be disclosed to Doray
Securityholders pursuant to the Corporations Act and the Corporations Regulations,
together with other information that may be of interest to Doray Securityholders.

Intentions of Doray Directors
If the Share Scheme is implemented it is expected that:
(a)

each of the current members of the Silver Lake Board will remain on the Silver
Lake Board; and

(b)

two current Doray Directors, namely, Leigh Junk and Peter Alexander will be
appointed to the Silver Lake Board as non-executive directors.

The intentions of Leigh Junk and Peter Alexander regarding:
(a)

the continuation of Doray's business or how the business will be conducted
after the implementation of the Share Scheme;

(b)

any major changes to the business, including any redeployment of any fixed
assets; or

(c)

the future employment of present employees,

are the same as the intentions of Silver Lake in respect of the Merged Group should
the Share Scheme be implemented, as set out in Section 7.
Julius Matthys and Jay Stephenson do not have any intentions regarding the above
matters because they intend to resign from the Doray Board if the Share Scheme is
implemented.

Rights attaching to Silver Lake Shares
If the Share Scheme becomes Effective, each Share Scheme Participant (other than
Ineligible Foreign Shareholders and Electing Small Shareholders), will receive their
Share Scheme Consideration in the form of Silver Lake Shares.
The Silver Lake Shares issued as the Share Scheme Consideration will be fully paid and
rank equally with the existing Silver Lake Shares then on issue.
A summary of the principal rights attaching to Silver Lake Shares is in Section 5.11.
An application will be made by Silver Lake to ASX for the granting of official quotation
of the New Silver Lake Shares within seven days after the date of this Scheme Booklet.
Quotation is not guaranteed or automatic on such application, but quotation is
expected in the ordinary course as Silver Lake is already admitted to the official list
of ASX and shares of the same class as those to be issued as the consideration under
the Share Scheme have been granted official quotation by ASX.
It is expected that the New Silver Lake Shares will commence trading on ASX, initially
on a deferred settlement basis, on 1 April 2019. It is the responsibility of each Doray
Shareholder to determine their entitlement to New Silver Lake Shares under the Share
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Scheme before trading those shares to avoid the risk of selling shares that they do not
own. Normal trading of the New Silver Lake Shares issued pursuant to the Share Scheme
is expected to commence on 8 April 2019.
The Silver Lake Performance Rights were issued pursuant to the terms of the Silver
Lake LTIP, and further Silver Lake Performance Rights or options may be issued from
time to time pursuant to the Silver Lake LTIP.

Dealings by Doray Directors in Doray securities
As disclosed in Section 3.9, 5,000,000 of the 8,645,481 Performance Rights Doray has
on issue as at the date of this Scheme Booklet are held by Doray's managing director,
Leigh Junk. The Board of Doray has resolved that all Performance Rights on issue will
automatically vest upon the court approving the Share Scheme under section 411(4)(b)
of the Corporations Act (the "second court hearing"). Accordingly, it is intended that
the Doray Performance Rights will have vested and been exercised, and the resultant
Doray Shares issued before the Record Date for the Share Scheme, such that the
holders may participate in the Share Scheme in the same manner as the other holders
of Doray Shares.
Other than the transaction noted above, there has been no dealing in and no
agreement to deal has been entered into in respect of any marketable securities of
Doray by any Doray Director in the four months preceding the date of this Scheme
Booklet.

Interests of the Doray Directors in Silver Lake securities
There has been no dealing in and no agreement to deal has been entered into in respect
of any marketable securities of Silver Lake by any Doray Director in the four months
preceding the date of this Scheme Booklet.

Silver Lake's interests in Doray securities
As at the date of this Scheme Booklet:
(a)

neither Silver Lake nor any of its Associates have a Relevant Interest in any
Doray Shares or Doray Options;

(b)

the voting power (as defined in the Corporations Act) of Silver Lake in Doray
is nil; and

(c)

except as disclosed in this Scheme Booklet, during the four months before the
date of this document neither Silver Lake nor any Associate of Silver Lake has
provided, or agreed to provide, consideration for any Doray Shares.

No collateral benefits
In the four months before the date of this Scheme Booklet, neither Silver Lake nor any
of its associates has given or offered to give or agreed to give a benefit to another
person where the benefit was likely to induce the other person, or an associate, to
vote in favour of the Share Scheme or dispose of Doray Shares which benefit is not
offered to all Doray Shareholders under the Share Scheme.
In the four months before the date of this Scheme Booklet, neither Silver Lake nor any
of its associates has given or offered to give or agreed to give a benefit to another
person where the benefit was likely to induce the other person, or an associate, to
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Doray securities held by Doray Directors and Silver Lake Directors
The number of Doray Shares and Doray Performance Rights held by or on behalf of each
of the Doray Directors, as at the date of this Scheme Booklet, are as follows:
Name

Number of Doray Shares

Number of Doray
Performance Rights

Julius Matthys

300,000

Nil

Leigh Junk

600,000

5,000,000

26,823

Nil

1,084,352

Nil

Peter Alexander
Jay Stephenson

The Doray Directors do not hold any Doray Options.
The 5,000,000 Performance Rights held by Leigh Junk are subject to vesting conditions,
with 1,666,666 due to vest 30 June 2020, 1,666,667 due to vest 30 June 2021, and
1,666,667 due to vest 30 June 2022, subject to the vesting conditions being satisfied.
No Doray Shares, Doray Performance Rights or Doray Options are held by or on behalf
of any of the Silver Lake Directors as at the date of this Scheme Booklet.

Silver Lake securities held by Doray Directors and Silver Lake Directors
The number of Silver Lake Shares and Silver Lake Performance Rights held by or on
behalf of each of the Silver Lake Directors, as at the date of this Scheme Booklet, are
detailed below:
Name

Number of Silver Lake
Shares

Number of Silver Lake
Performance Rights

Nil

Nil

Luke Tonkin

1,458,117

3,017,389

Les Davis

1,000,000

Nil

Nil

Nil

David Quinlivan

Kelvin Flynn

No Silver Lake Shares or Silver Lake Performance Rights are held by or on behalf of any
of the Doray Directors as at the date of this Scheme Booklet.

Remuneration
(a)

Remuneration of Doray Directors
The Doray Directors are entitled to be paid fees for their services as directors
of Doray and have been paid the following fees in the past two financial years
(inclusive of superannuation entitlements):
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Doray Director

FY2017

FY2018

Julius Matthys1

$42,888

$104,299

$335,3713

$711,2924

Peter Alexander

$68,711

$69,623

Jay Stephenson

$68,711

$69,623

$718,884

Nil

$51,465

Nil
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Leigh Junk2

Allan Kelly5
Peter Lester6
Notes:

(b)

1.

Julius Matthys was appointed as Non-Executive Chairman on 1 February 2017.

2.

Leigh Junk was appointed as Managing Director on 20 January 2017. He performed the
duties of acting Managing Director for the period 25 November 2016 to 20 January 2017.
Prior to 25 November 2016, Mr Junk was a Non-Executive Director.

3.

$22,481 of this total is attributed to share-based payments. The value of the share-based
payments disclosed is the portion of the fair value of the share-based payments recognised
in the reporting period in accordance with relevant Australian Accounting Standards. This
value may not reflect what actually received in the reporting period.

4.

$156,721 of this total is attributed to share-based payments. The value of the share-based
payments disclosed is the portion of the fair value of the share-based payments recognised
in the reporting period in accordance with relevant Australian Accounting Standards. This
value may not reflect what actually received in the reporting period.

5.

Allan Kelly resigned as Managing Director on 16 December 2016.

6.

Peter Lester resigned as Non-Executive Chairman on 16 January 2017.

Remuneration of Silver Lake Directors
The Silver Lake Directors are entitled to be paid fees for their services as
directors of Silver Lake and have been paid the following fees in the past two
financial years (inclusive of superannuation entitlements):
Silver Lake Director

FY2017

FY2018

$175,842

$190,256

$1,093,8701

$1,256,5212

Les Davis

$105,692

$125,925

Kelvin Flynn

$105,692

$125,925

Brian Kennedy3

$105,692

$125,925

David Quinlivan
Luke Tonkin

Notes:
1.

$176,929 of this total is attributed to share-based payments. The value of the share-based
payments disclosed is the portion of the fair value of the share-based payments recognised
in the reporting period in accordance with relevant Australian Accounting Standards. This
value may not reflect what was actually received in the reporting period.

2.

$243,013 of this total is attributed to share-based payments. The value of the share-based
payments disclosed is the portion of the fair value of the share-based payments recognised
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Brian Kennedy resigned as a Non-Executive Director with effect from 23 October 2018.
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Appointment of Doray Directors as Silver Lake Directors
Under the terms of the Scheme Implementation Deed, as soon as practicable after the
Implementation Date, Silver Lake is required to invite Leigh Junk and Peter Alexander,
to join the Silver Lake Board. Each of these proposed Silver Lake Directors is currently
on the Doray Board.
As at the date of this Scheme Booklet, it is Silver Lake's intention that Mr Junk and Mr
Alexander will be engaged on the same terms as Silver Lake's existing non-executive
directors.

Benefits to Doray officers in connection with retirement from office
Other than as disclosed in this Scheme Booklet, there is no current proposal for a
payment or other benefit to be made or given to a director, secretary or executive
officer of Doray or any Related Body Corporate of Doray as compensation for the loss
of, or as consideration for or in connection with his or her retirement from office in
Doray or any Related Body Corporate of Doray as a result of the Schemes.
As at the date of this Scheme Booklet no decision has been made by Doray or Silver
Lake to terminate the services of any officer or executive of Doray other than as
outlined in Section 7.4.

Agreements or arrangements connected with or conditional on the Scheme
Except as disclosed elsewhere in this Scheme Booklet, there are no agreements or
arrangements made between any Doray Director and another person in connection
with, or conditional on, the outcome of the Schemes other than in their capacity as a
Doray Securityholder.

Doray Directors' interests in Silver Lake contracts
Except as disclosed elsewhere in this Scheme Booklet, no Doray Director has any
interest in any contract entered into with Silver Lake, or any interest as a creditor of
Silver Lake.

Disclosure of payments and benefits to Doray Directors, secretaries and
executive officers
Except as disclosed elsewhere in this Scheme Booklet, no Doray Director, secretary or
executive officer of Doray (or any of its Related Bodies Corporate) has agreed to
receive, or is entitled to receive, any payment or benefit from Silver Lake which is
conditional on, or is related to, the Schemes other than in their capacity as a Doray
Securityholder.

Disclosure of interests
Except as disclosed below or elsewhere in this Scheme Booklet, no:
(a)

Doray Director or proposed director of Doray;

(b)

Silver Lake Director or proposed director of Silver Lake;
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(c)

person named in this Scheme Booklet as performing a function in a
professional, advisory or other capacity in connection with the preparation or
distribution of this Scheme Booklet; or

(d)

promoter of Silver Lake or the Merged Group,

(together "Interested Persons") holds, or held at any time during the two years before
the date of this Scheme Booklet any interests in:
(a)

the formation or promotion of Silver Lake or the Merged Group;

(b)

property acquired or proposed to be acquired by Silver Lake in connection
with the formation or promotion of Silver Lake or the Merged Group or the
offer of Silver Lake Shares under the Scheme; or

(c)

the offer of Silver Lake Shares under the Share Scheme.

Disclosure of fees and other benefits
Except as disclosed elsewhere in this Scheme Booklet, neither Silver Lake nor Doray
has paid or agreed to pay any fees, or provided or agreed to provide any benefit to:
(a)

a director or proposed director of Silver Lake to induce them to become or
qualify as a director of Silver Lake; or

(b)

any Interested Person for services provided by that person in connection with:
(i)

the formation or promotion of Silver Lake or the Merged Group; or

(ii)

the offer of Silver Lake Shares under the Share Scheme.

Creditors of Doray
The Schemes, if implemented, are not expected to materially prejudice Doray's ability
to pay its creditors as they involve the acquisition of the Doray Securities for
consideration provided by a third party, rather than the acquisition of Doray's
underlying assets.
No material new liability (other than transaction costs) is expected to be incurred by
Doray as a consequence of the implementation of the Schemes.
Doray has paid and is paying all its creditors within the commercially agreed terms of
trade. It is solvent and is trading in an ordinary commercial manner.

Right to inspect and obtain copies of the Doray Register
Doray maintains the Doray Register in accordance with its obligations under sections
168, 169, 170 and 172 of the Corporations Act. The Doray Register contains the name
and address of each holder of Doray Shares and Doray Options and certain other
prescribed details relating to the Doray Shares and Doray Options.
In accordance with section 173 of the Corporations Act, any person has the right to
inspect the Doray Register. A Doray Shareholder or a holder of Doray Options may
undertake this inspection free of charge. Any other person may inspect the Doray
Register on payment of any fee required by Doray (up to the prescribed amount). A
person also has the right to request a copy of the Doray Register, upon payment of any
fee required by Doray (up to the prescribed amount).
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(a)

ASX waivers
ASX Listing Rule 6.23.2 provides that a change which has the effect of
cancelling an option for consideration can only be made with the prior
approval of shareholders.
Doray has sought and obtained from ASX a waiver from ASX Listing Rule 6.23.2
to the extent necessary to permit the Doray Scheme Options to be transferred
to Silver Lake in consideration for the payment of $0.0781 cash for every Doray
Scheme Option held on the Record Date, in accordance with the terms of the
Option Scheme.
ASX Listing Rule 6.23.3 provides that a change which has the effect of reducing
the exercise price, increasing the period for exercise, or increasing the
number of securities received on exercise of an option cannot be made.
Doray has sought and obtained from ASX a waiver from ASX Listing Rule 6.23.3
to the extent necessary to permit Doray to waive the performance conditions
and accelerate, without shareholder approval, the vesting of the Performance
Rights, in connection with the Share Scheme.
ASX Listing Rule 6.23.4 provides that a change which is not prohibited under
ASX Listing Rule 6.23.3 can only be made if shareholders approve the change.
Doray has sought and obtained from ASX a waiver from ASX Listing Rule 6.23.4
to the extent necessary to permit Doray to amend, without shareholder
approval, the terms and conditions of the Doray Scheme Options which are on
their terms incapable of transfer, such that the Doray Scheme Options are
transferable to Silver Lake pursuant to the terms of the Option Scheme.
ASX has approved the conduct of the Schemes in accordance with the
timetable set out in the Section entitled "Important dates and times" at the
beginning of this Scheme Booklet.

(b)

ASIC relief
Clauses 8201(a), (b), (c), (d) and (e) and 8203(a) and (b) of Part 2 of Schedule
8 of the Corporations Regulations requires this Scheme Booklet to include
certain information in connection with the Option Scheme, including the
names of all Doray Optionholders. ASIC has granted relief to Doray from
compliance with these requirements.
Clause 8302(d) of Part 3 of Schedule 8 of the Corporations Regulations requires
this Scheme Booklet to include particulars of any payment or benefit made or
given to any Doray Director, secretary or executive officer of Doray (or any of
its Related Bodies Corporate) as compensation for loss of office in Doray (or
any of its Related Bodies Corporate), or as consideration for or in connection
with his or her retirement from office in Doray (or any of its Related Bodies
Corporate). ASIC has granted Doray relief from this requirement so that this
Scheme Booklet is only required to disclose particulars of payments made or
benefits given to a Doray Director, secretary or executive officer in relation
to their resignation or retirement from office where those payments or
benefits are made in connection with or are materially affected by the
implementation of the Schemes. Doray is also able to describe such payments
or benefits on an aggregate (rather than individual) basis and, unless that
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No administrator
It is not proposed that any person be appointed to manage or administer the Schemes.

No relevant restrictions in the constitution of Doray
There are no restrictions on the right to transfer the Doray Securities in Doray's
constitution.

No unacceptable circumstances
The Doray Directors do not believe that the Schemes involve any circumstances in
relation to the affairs of any member of Doray that could reasonably be characterised
as constituting "unacceptable circumstances" for the purposes of section 657A of the
Corporations Act.

Doray Securityholders in jurisdictions outside Australia
This Scheme Booklet and the Schemes are subject to Australian disclosure
requirements that may be different to those applicable in other jurisdictions. This
Scheme Booklet and the Schemes does not in any way constitute an offer of securities
in any place in which, or to any person to whom, it would not be lawful to make such
an offer.
Silver Lake will not issue Silver Lake Shares to an Ineligible Foreign Shareholder. If you
are an Ineligible Foreign Shareholder, you should refer to Section 3.10 for further
information.

Privacy and personal information
Doray and Silver Lake, their respective share registries and investor relations advisers
may collect personal information about you in the process of implementing the
Schemes. The personal information may include the names, contact details and details
of the securityholdings of Doray Securityholders, and the names of individuals
appointed by Doray Shareholders and Doray Optionholders as proxies, corporate
representatives or attorneys at the Scheme Meetings.
The personal information is collected for the primary purpose of implementing the
Schemes. The personal information may be disclosed to Doray's and Silver Lake's share
registries and investor relations advisers, to securities brokers and to print and mail
service providers.
Doray Shareholders and Doray Optionholders who are individuals and the other
individuals in respect of whom personal information is collected as outlined above have
certain rights to access the personal information collected in relation to them. Such
individuals should contact the Doray Registry in the first instance if they wish to
request access to that personal information.
Doray Shareholders and Doray Optionholders who appoint an individual as their proxy,
corporate representative or attorney to vote at the Scheme Meetings should inform
that individual of the matters outlined above.
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If between the date of lodgement of this Scheme Booklet for registration by ASIC and
the Effective Date, Silver Lake becomes aware of any of the following:
(a)

a material statement in the Silver Lake Information is false or misleading;

(b)

a material omission from the Silver Lake Information;

(c)

a significant change affecting a matter included in the Silver Lake Information;
or

(d)

a significant new matter affecting Silver Lake that has arisen and that would
have been required to be included in the Silver Lake Information if it had
arisen before the date of lodgement of this Scheme Booklet for registration
by ASIC,

Silver Lake will make available supplementary information to Doray in relation to the
material statement, omission, change or matter. Doray will provide the supplementary
information to ASIC for review prior to it being given to the Court for approval. Doray
will make the supplementary information available to Doray Shareholders in
accordance with the orders of the Court, which may involve releasing the material to
ASX (www.asx.com.au) and posting the supplementary document to Doray's website
(www.dorayminerals.com.au), and sending such supplementary materials to Doray
Shareholders.
If, between the date of lodgement of this Scheme Booklet for registration by ASIC and
the Effective Date, Doray becomes aware of any of the following:
(a)

a material statement in this Scheme Booklet is false or misleading;

(b)

a material omission from this Scheme Booklet;

(c)

a significant change affecting a matter included in this Scheme Booklet; or

(d)

a significant new matter that has arisen and that would have been required
to be included in this Scheme Booklet if it had arisen before the date of
lodgement of this Scheme Booklet for registration by ASIC,

Doray will make available supplementary material to Doray Shareholders. Doray will
first provide the supplementary information to ASIC for review prior to it being given
to the Court for approval. Doray will make the supplementary information available to
Doray Shareholders in accordance with the orders of the Court, which may involve
releasing the material to ASX (www.asx.com.au) and posting the supplementary
document to Doray's website (www.dorayminerals.com.au), and sending such
supplementary materials to Doray Shareholders.
If it is proposed to amend the terms of the Schemes or otherwise provide
supplementary information to Doray Shareholders after the dispatch of this Scheme
Booklet, Doray will ensure that adequate time is provided for Doray Securityholders to
consider such supplementary information before they decide how to vote at the
relevant Scheme Meeting. ASIC Regulatory Guide 60 provides that it will generally be
appropriate for scheme participants, including those voting by proxy, to be given at
least 10 days to consider any supplementary documentation distributed before being
required to vote on a scheme of arrangement.
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(a)

Consents of advisers and experts
BDO Corporate Finance (WA) Pty Ltd has given and has not before the date of
this Scheme Booklet withdrawn its written consent to be named as the
Independent Expert in this Scheme Booklet and to the inclusion in this Scheme
Booklet of the Independent Expert's Report and the references to the
Independent Expert's Report elsewhere in this Scheme Booklet, in each case
in the form and context in which they are included.
Bellanhouse has given and has not before the date of this Scheme Booklet
withdrawn its written consent to be named in this Scheme Booklet as legal
adviser to Doray as to the Merger.
Optiro Pty Ltd has given its consent to the inclusion of its Independent
Valuation Report in this Scheme Booklet in the form and context in which it
appears and references to that report in this Scheme Booklet, and has not
withdrawn that consent before the date of this Scheme Booklet.
PCF Capital Group Pty Ltd has given and has not before the date of this Scheme
Booklet withdrawn its written consent to be named as the financial adviser to
Doray.

(b)

Disclaimers of responsibility
Each person named in Section 12.27(a):

(c)

(i)

has not authorised or caused the issue of this Scheme Booklet or the
making of the offer of Scheme Consideration;

(ii)

does not make, or purport to make, any statement in this Scheme
Booklet or any statement on which a statement in this Scheme
Booklet is based, other than a statement included in this Scheme
Booklet with the written consent of that person as stated in Section
12.27(a); and

(iii)

makes no representations regarding, and to the maximum extent
permitted by law, expressly disclaims and takes no responsibility for,
any statements in or omissions from any part of this Scheme Booklet,
other than a reference to its name and any statement or report that
has been included in this Scheme Booklet with the consent of that
person as stated in Section 12.27(a).

Fees
Each of the persons named in Section 12.27(a) as performing a function in a
professional, advisory or other capacity in connection with the Schemes and
the preparation of this Scheme Booklet, will be entitled to receive
professional fees charged in accordance with their normal basis of charging.
The estimated fees payable to the persons named in Section 12.27(a) in
connection with the Schemes are as follows (rounded to the nearest $1,000):
(i)

BDO Corporate Finance (WA) Pty Ltd: $205,000;

(ii)

Bellanhouse: $180,000;
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(iii)

Optiro Pty Ltd: $177,000; and

(iv)

PCF Capital Group Pty Ltd: $344,000.

The total fees expected to be incurred by Doray in connection with the Merger
is approximately $1,311,000. This includes the fees estimated above, as well
as the fees associated with the Court, ASIC fees, printing and share registry
costs, communications support costs and due diligence expenses.
The total fees expected to be incurred by Silver Lake in connection with the
Merger are $1,706,000.

Effects of rounding
A number of figures, amounts, percentages, prices, estimates, calculations of value
and fractions in this document are subject to the effect of rounding. Accordingly, the
actual calculations of these figures may differ from the figures set out in this Scheme
Booklet.

Data in charts, graphs and tables
Unless otherwise stated, all data contained in charts, graphs and tables is based on
information available at the latest reasonably practicable date before the date of this
Scheme Booklet. Any discrepancies in any chart, graph or table between totals and
sums of amounts presented or listed therein or to previous published financial figures
are due to rounding.

Silver Lake consent
Silver Lake has given its consent to the inclusion of the Silver Lake Information in the
form and context in which it appears and has not withdrawn that consent before the
date of this Scheme Booklet.

No other material information
Other than as set out in this Scheme Booklet, including in the Annexures to this Scheme
Booklet, there is no information concerning Doray material to the making of a decision
in relation to the Schemes or a decision by a Doray Securityholder whether or not to
vote in favour of the Schemes, being information that is within the knowledge of any
Doray Directors or any director of any Related Body Corporate of Doray and which has
not previously been disclosed to Doray Shareholders.
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Defined terms
The following defined terms used throughout this Scheme Booklet have the meaning
set out below unless the context otherwise requires.
Annexure means an annexure of this Scheme Booklet.
ASIC means the Australian Securities and Investments Commission.
Associate in relation to each party, has the meaning given in sections 11, 12 and 16 of
the Corporations Act.
ASX Listing Rules means the listing rules of ASX.
ASX means ASX Limited (ACN 008 624 691) or, as the context requires, the financial
market operated by it.
AUD, A$ or $ means the lawful currency of Australia.
Business Day has the meaning given to that term under the Share Scheme.
Cash Proceeds means the sale proceeds of Silver Lake Shares sold under the Sale
Facility by the Sale Agent in respect of Ineligible Foreign Shareholders or Small
Shareholders, less any applicable brokerage and other selling costs, taxes and charges.
CGT means Capital Gains Tax.
Corporations Act means the Corporations Act 2001 (Cth).
Corporations Regulations means the Corporations Regulations 2001 (Cth).
Court means the Supreme Court of Western Australia.
Deed Polls means the Share Scheme Deed Poll and the Option Scheme Deed Poll.
Doray means Doray Minerals Limited (ACN 138 978 631).
Doray Board means the board of Doray Directors.
Doray Competing Proposal has the meaning given to that term in clause 1.1 of the
Scheme Implementation Deed (refer to Doray's ASX announcement dated 14 November
2018).
Doray Directors means the directors of Doray, and Doray Director means any one of
them.
Doray Group means Doray and its subsidiaries.
Doray Material Adverse Change has the meaning given to that term in clause 1.1 of
the Scheme Implementation Deed (refer to Doray's ASX announcement dated 14
November 2018).
Doray Option means an option to subscribe for a Doray Share.
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Doray Performance Right means a performance right which entitles the holder to
subscribe for one Doray Share, subject to the satisfaction of certain conditions.
Doray Prescribed Occurrence has the meaning given to that term in clause 1.1 of the
Scheme Implementation Deed (refer to Doray's ASX announcement dated 14 November
2018).
Doray Register means the register of Doray securityholders maintained by the Doray
Registry in accordance with the Corporations Act.
Doray Scheme Option means a Doray Option with an exercise price of $0.40 and an
expiry date of 30 January 2020.
Doray Security means a Doray Share or Doray Scheme Option.
Doray Securityholder means each person who is registered in the Doray Register from
time to time as the holder of a Doray Security.
Doray Share means a fully paid ordinary share in the capital of Doray.
Doray Shareholder means each person who is registered in the Doray Register from
time to time as the holder of a Doray Share.
Doray Registry means Computershare Investor Services Pty Limited (ACN 078 279 277).
Doray Superior Proposal means a Doray Competing Proposal that is a "Superior
Proposal", as that term is defined in clause 1.1 of the Scheme Implementation Deed
(refer to Doray's ASX announcement dated 14 November 2018).
Effective Date means, when used in relation to a Scheme, means the date on which
the Scheme becomes Effective.
Effective when used in relation to a Scheme, means the coming into effect, pursuant
to section 411(10) of the Corporations Act, of the order of the Court made under
sections 411(4)(b) and 411(6) in relation to the Scheme.
Electing Small Shareholder means a Small Shareholder that has validly elected to
receive Cash Proceeds instead of receiving its entitlement to Share Scheme
Consideration in the form of Silver Lake Shares.
Election Form means an election form for Small Shareholders which either
accompanies this Scheme Booklet or is sent to a Small Shareholder by the Doray
Registry.
End Date means 30 April 2019 or such other date agreed by Doray and Silver Lake in
writing.
Excluded Option means a Doray Scheme Option held by Silver Lake or any of its Related
Bodies Corporate or by any person on behalf of, or for the benefit of, Silver Lake or
any of its Related Bodies Corporate.
Excluded Optionholder means a holder of an Excluded Option.
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Excluded Shareholder means a holder of an Excluded Share.
Exclusivity Period has the meaning given in Section 11.5.
Implementation Date means the date that is the third Business Day after the Record
date or such other date:
(a)

agreed between the parties in writing, with such agreement not to be
unreasonably withheld or delayed;

(b)

ordered by the Court; or

(c)

as may be required by ASX.

Independent Expert means BDO Corporate Finance (WA) Pty Ltd (ACN 124 031 045).
Independent Expert's Report (Option Scheme) means the Independent Expert's
Report in relation to the Option Scheme in Annexure A.
Independent Expert's Report (Share Scheme) means the Independent Expert's Report
in relation to the Share Scheme in Annexure A.
Independent Expert's Report means the Independent Expert's Report in relation to
the Share Scheme and the Option Scheme in Annexure A.
Independent Valuation Report means the Independent Technical Specialist Valuation
Report prepared by Optiro Pty Ltd as to the value of the material mineral assets of
both Doray and Silver Lake, accompanying this Scheme Booklet as Appendix 3 to the
Independent Expert's Report.
Indicated Resource or Indicated Mineral Resource has the meaning given to that term
in the JORC Code.
Ineligible Foreign Shareholder means a Doray Shareholder whose address as shown in
Doray's Register is a place outside of Australia or New Zealand, unless Silver Lake is
satisfied that the laws of the holder's country of residence permits the issue and
allotment of the Share Scheme Consideration.
Inferred Resource or Measured Resource has the meaning given to that term in the
JORC Code.
Interested Person means a person named in Section 12.16.
JORC Code means the Australasian Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves (2012 Edition).
Latest Practicable Date means 15 February 2019, being the Business Day immediately
preceding the date that this Scheme Booklet was lodged with ASIC.
LTM means last 12 months.
Measured Resource or Measured Mineral Resource has the meaning given to that
term in the JORC Code.
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Merged Group means the corporate group comprising Silver Lake and its subsidiaries,
including Doray and its subsidiaries, if the Share Scheme is implemented.
Merger means the proposed merger between Doray and Silver Lake on the terms and
conditions in this Scheme Booklet.
Mineral Resource has the meaning given to that term in the JORC Code.
Mineral Resource or Resource has the meaning given to the term "Mineral Resource"
in the JORC Code.
Option Scheme Consideration means the cash payment to be issued to Option Scheme
Participants under the terms of the Option Scheme in consideration for the transfer of
their Doray Scheme Options.
Option Scheme Deed Poll means the deed poll dated 12 February 2019 executed by
Silver Lake whereby, amongst other things, Silver Lake covenants to carry out its
obligations under the Option Scheme, as set out in Annexure F.
Option Scheme means the scheme of arrangement between Doray and the Option
Scheme Participants as set out in Annexure D.
Option Scheme Meeting means the meeting of Doray Optionholders to be held on 22
March 2019 to consider and vote on the Option Scheme. The notice convening the Share
Scheme Meeting is contained in Annexure H.
Option Scheme Participant means each person who is registered in the Doray Register
as the holder of a Doray Scheme Option as at 5.00pm on the Record Date.
Ore Reserve or Reserve has the meaning given to "Ore Reserve" in the JORC Code.
Record Date means 5.00pm on the day which is two Business Days following the
Effective Date or such other date and time agreed between Doray and Silver Lake.
Reimbursement Fee is $1,550,000.
Related Body Corporate means the meaning given to it in the Corporations Act.
Relevant Interest means the meaning given to it in sections 608 and 609 of the
Corporations Act.
Requisite Majority means:
(a)

in respect of the Share Scheme, approval by:
(i)

more than 50% in number of Doray Shareholders present and voting
(whether in person, by proxy, by attorney or, in the case of a
corporation, by corporate representative); and

(ii)

at least 75% of the total number of votes cast on the Share Scheme
Resolution by Doray Shareholders.
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(b)

in respect of the Option Scheme, approval by:
(i)

more than 50% in number of Doray Optionholders present and voting
(whether in person, by proxy, by attorney or, in the case of a
corporation, by corporate representative); and

(ii)

Doray Optionholders whose Doray Scheme Options amount in
aggregate to at least 75% (by value) of the total of all Doray Scheme
Options voted by Doray Optionholders present and voting at the
Option Scheme Meeting on the Option Scheme Resolution. The value
of the Option Scheme Consideration that would be payable to a Doray
Optionholder will be used to determine the value of voting
entitlements on the Option Scheme Resolution.

Sale Agent means Royal Bank of Canada (ARBN 076 940 880) a nominee appointed by
Silver Lake to sell Silver Lake Shares on behalf of Ineligible Foreign Shareholders and
Electing Small Shareholders.
Sale Facility means the mechanism by which Ineligible Foreign Shareholders and
Electing Small Shareholders receive Cash Proceeds of any sale of Silver Lake Shares
they would otherwise receive, as described in Section 3.10 and 3.11 respectively.
Scheme Booklet means this booklet that comprises the explanatory statement in
respect of the Schemes to be approved by the Court and despatched to Doray
Shareholders and Doray Optionholders, and includes the Annexures to this booklet.
Scheme Conditions means the conditions for implementation of the Schemes as set
out in Schedule 1 of the Scheme Implementation Deed, clause 3.1 of the Share Scheme
and clause 3.1 of the Option Scheme.
Scheme Consideration means the Share Scheme Consideration and/or the Option
Scheme Consideration (as the context requires).
Scheme Implementation Deed means the scheme implementation deed dated 14
November 2018 between Doray and Silver Lake relating to the implementation of the
Scheme (refer to Doray's ASX announcement dated 14 November 2018), as amended by
the deed of amendment dated 23 December 2018.
Scheme Meetings means the meetings of Doray Shareholders and Doray Optionholders
ordered by the Court to be convened pursuant to section 411(1) of the Corporations
Act to consider and, if thought fit, to approve the Schemes.
Scheme or Schemes means the Share Scheme and/or the Option Scheme (as the
context requires).
Scheme Participant means a Share Scheme Participant and/or an Option Scheme
Participant (as the context requires).
Scheme Resolution means the Share Scheme Resolution and/or the Option Scheme
Resolution (as the context requires).
Second Court Date means the first day of the Second Court Hearing.
Second Court Hearing means the hearing of the application made to the Court for an
order pursuant to sections 411(4)(b) and 411(6) of the Corporations Act approving the
Schemes.
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Section means a section of this Scheme Booklet.
Share Scheme Consideration means the Silver Lake Shares to be issued to Scheme
Participants under the terms of the Scheme in consideration for the transfer to Silver
Lake of Doray Shares or, in the case of Ineligible Foreign Shareholders and Electing
Small Shareholders, the Cash Proceeds equivalent to be paid under the Share Sale
Facility.
Share Scheme Deed Poll means the deed poll dated 14 February 2019 executed by
Silver Lake whereby, amongst other things, Silver Lake covenants to carry out its
obligations under the Share Scheme, as set out in Annexure E.
Share Scheme means the scheme of arrangement between Doray and the Share
Scheme Participants as set out in Annexure C.
Share Scheme Meeting means the meeting of Doray Shareholders to be held on 22
March 2019 to consider and vote on the Share Scheme. The notice convening the Share
Scheme Meeting is contained in Annexure G.
Share Scheme Participant means each person who is registered in the Doray Register
as the holder of a Doray Share as at 5.00pm on the Record Date.
Share Scheme Resolution means the resolution set out in the Notice of Scheme
Meeting at Annexure G.
Silver Lake means Silver Lake Resources Limited (ACN 108 779 782).
Silver Lake Board means the board of Silver Lake Directors.
Silver Lake Competing Proposal has the meaning given to that term in clause 1.1 of
the Scheme Implementation Deed (refer to Doray's ASX announcement dated 14
November 2018).
Silver Lake Directors means the directors of Silver Lake.
Silver Lake Group means Silver Lake and its subsidiaries.
Silver Lake Information means information regarding the Silver Lake Group and the
Merged Group following implementation of the Scheme which was:
(a)

provided by Silver Lake to Doray in writing for inclusion in the Letter from the
Chairman of Silver Lake, Sections 2, 5, 6, 7 (as to the views of Silver Lake and
the Silver Lake Directors), 8 and Part 2 of Annexure B of the Scheme Booklet;
or

(b)

which has been approved in writing by Silver Lake for inclusion in the Scheme
Booklet,

and excludes information regarding the Doray Group contained in or used in the
preparation of information regarding the Merged Group following implementation of
the Scheme.
Silver Lake LTIP means the Silver Lake long term incentive plan approved by Silver
Lake shareholders at the annual general meeting held on 23 November 2018.
Silver Lake Material Adverse Change has the meaning given to that term in clause 1.1
of the Scheme Implementation Deed.
Page 131

Silver Lake Option means an option to subscribe for a Silver Lake Share.

For personal use only

Silver Lake Prescribed Occurrence has the meaning given to that term in clause 1.1
of the Scheme Implementation Deed (refer to Doray's ASX announcement dated 14
November 2018).
Silver Lake Register means the register of Silver Lake Shareholders maintained by the
Silver Lake Registry in accordance with the Corporations Act.
Silver Lake Share means a fully paid ordinary share in the capital of Silver Lake.
Silver Lake Shareholder means each person who is registered in the Silver Lake
Register from time to time as the holder of a Silver Lake Share.
Silver Lake Superior Proposal means a Silver Lake Competing Proposal that is a
"Superior Proposal", as that term is defined in clause 1.1 of the Scheme Implementation
Deed (refer to Doray's ASX announcement dated 14 November 2018).
Silver Lake Registry means Computershare Investor Services Pty Limited (ACN 078 279
277).
Small Shareholder means a Share Scheme Participant who holds 1,500 or fewer Doray
Shares as at the Record Date.
Superior Proposal has the meaning as defined in clause 1.1 of the Scheme
Implementation Deed (refer to Doray's ASX announcement dated 14 November 2018).
VWAP means volume weighted average price.
WST means Western Standard Time.

Interpretation
In this Scheme Booklet:
(a)

singular words include the plural and vice versa;

(b)

a word of any gender includes the corresponding words of any other gender;

(c)

if a word or phrase is defined, other grammatical forms of that word have a
corresponding meaning;

(d)

general words must not be given a restrictive meaning by reason of the fact
that they are followed by particular examples intended to be embraced by
the general words;

(e)

the headings do not affect interpretation;

(f)

any reference, express or implied, to any legislation in any jurisdiction
includes:
(i)

that legislation as amended, extended or applied by or under any
other legislation made before or after the date of this Scheme
Booklet;

(ii)

any legislation which that legislation re-enacts with or without
modification; and
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(iii)

any subordinate legislation made before or after the date of this
Scheme Booklet under that legislation, including (where applicable)
that legislation as amended, extended or applied as described in
subsection 13.2(f)(i) or under any legislation which it re-enacts as
described in subsection 13.2(f)(ii);

(g)

words denoting persons include bodies corporate and unincorporated
associations of persons;

(h)

references to an individual or a natural person include his estate and personal
representatives;

(i)

the annexures form part of this Scheme Booklet and a reference to a section,
schedule or annexure is a reference to a section, schedule or annexure of or
to this Scheme Booklet; and

(j)

a reference to any time is, unless otherwise indicated, a reference to that
time in Perth, Australia.
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14.

Directors' authorisation
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This Scheme Booklet is issued by Doray and its issue has been authorised by a resolution
of the Doray Directors.
Signed for and on behalf of Doray:

Julius Matthys
Non-Executive Chairman
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Annexure A - Independent Expert's Report
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DORAY MINERALS LIMITED
Independent Expert’s Report
29 January 2019

Financial Services Guide
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29 January 2019
BDO Corporate Finance (WA) Pty Ltd ABN 27 124 031 045 (‘we’ or ‘us’ or ‘ours’ as appropriate) has
been engaged by Doray Minerals Limited (‘Doray’) to provide an independent expert’s report on the
proposed acquisition of all of the issued shares of Doray by Silver Lake Resources Limited (‘Silver
Lake’), by way of a scheme of arrangement. You are being provided with a copy of our report because
you are a shareholder of Doray and this Financial Services Guide (‘FSG’) is included in the event you
are also classified under the Corporations Act 2001 (‘the Act)’ as a retail client.
Our report and this FSG accompanies the Scheme Booklet required to be provided to you by Doray to
assist you in deciding on whether or not to approve the proposal.
Financial Services Guide
This FSG is designed to help retail clients make a decision as to their use of our general financial
product advice and to ensure that we comply with our obligations as a financial services licensee.
This FSG includes information about:






Who we are and how we can be contacted;
The services we are authorised to provide under our Australian Financial Services Licence No.
316158;
Remuneration that we and/or our staff and any associates receive in connection with the general
financial product advice;
Any relevant associations or relationships we have; and
Our internal and external complaints handling procedures and how you may access them.

Information about us
We are a member firm of the BDO network in Australia, a national association of separate entities
(each of which has appointed BDO (Australia) Limited ACN 050 110 275 to represent it in BDO
International). The financial product advice in our report is provided by BDO Corporate Finance (WA)
Pty Ltd and not by BDO or its related entities. BDO and its related entities provide professional
services primarily in the areas of audit, tax, consulting, mergers and acquisition, and financial advisory
services.
We and BDO (and its related entities) might from time to time provide professional services to
financial product issuers in the ordinary course of business and the directors of BDO Corporate Finance
(WA) Pty Ltd may receive a share in the profits of related entities that provide these services.
Financial services we are licensed to provide
We hold an Australian Financial Services Licence that authorises us to provide general financial
product advice for securities to retail and wholesale clients, and deal in securities for wholesale
clients. The authorisation relevant to this report is general financial product advice.
When we provide this financial service we are engaged to provide an expert report in connection with
the financial product of another person. Our reports explain who has engaged us and the nature of the
report we have been engaged to provide. When we provide the authorised services we are not acting
for you.
General Financial Product Advice
We only provide general financial product advice, not personal financial product advice. Our report
does not take into account your personal objectives, financial situation or needs. You should consider
the appropriateness of this general advice having regard to your own objectives, financial situation
and needs before you act on the advice. If you have any questions, or don’t fully understand our
report you should seek professional financial advice.

BDO CORPORATE FINANCE (WA) PTY LTD

Financial Services Guide
Page 2
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Fees, commissions and other benefits that we may receive
We charge fees for providing reports, including this report. These fees are negotiated and agreed with
the person who engages us to provide the report. Fees are agreed on an hourly basis or as a fixed
amount depending on the terms of the agreement. The fee payable to BDO Corporate Finance (WA)
Pty Ltd for this engagement is approximately $205,000.
We have been engaged to value the performance rights issued by Doray during the half year ended 31
December 2018 for financial reporting purposes. The fee for this engagement is $3,500.
Except for the fees referred to above, neither BDO, nor any of its directors, employees or related
entities, receive any pecuniary benefit or other benefit, directly or indirectly, for or in connection
with the provision of the report and our directors do not hold any shares in Doray or Silver Lake.
Remuneration or other benefits received by our employees
All our employees receive a salary. Our employees are eligible for bonuses based on overall
productivity but not directly in connection with any engagement for the provision of a report. We have
received a fee from Doray for our professional services in providing this report. That fee is not linked
in any way with our opinion as expressed in this report.
Referrals
We do not pay commissions or provide any other benefits to any person for referring customers to us in
connection with the reports that we are licensed to provide.
Complaints resolution
Internal complaints resolution process
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 (WA) Pty Ltd, PO Box 700
West Perth WA 6872.
When we receive a written complaint we will record the complaint, acknowledge receipt of the
complaint within 15 days and investigate the issues raised. As soon as practical, and not more than 45
days after receiving the written complaint, we will advise the complainant in writing of our
determination.
Referral to External Dispute Resolution Scheme
A complainant not satisfied with the outcome of the above process, or our determination, has the
right to refer the matter to the Australian Financial Complaints Authority (‘AFCA’).
AFCA is an external dispute resolution scheme that deals with complaints from consumers in the
financial system. It is a not-for-profit company limited by guarantee and authorised by the responsible
federal minister. AFCA was established on 1 November 2018 to allow for the amalgamation of all
Financial Ombudsman Service (‘FOS’) schemes into one. AFCA will deal with complaints from
consumers in the financial system by providing free, fair and independent financial services complaint
resolution. If an issue has not been resolved to your satisfaction you can lodge a complaint with AFCA
at any time.
Our AFCA Membership Number is 12561. Further details about AFCA is available on its website
www.afca.org.au or by contacting it directly via the details set out below.
Australian Financial Complaints Authority
GPO Box 3
Melbourne VIC 3001
AFCA Free call: 1800 931 678
Website:
www.afca.org.au
Email:
info@afca.org.au
You may contact us using the details set out on page 1 of the accompanying report.
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29 January 2019
The Directors
Doray Minerals Limited
Level 1, 1292 Hay Street
West Perth, WA 6005

Dear Directors

INDEPENDENT EXPERT’S REPORT
1.

Introduction

On 14 November 2018, Doray Minerals Limited (‘Doray’ or ‘the Company’) announced that it had entered
into a binding Scheme Implementation Deed (‘SID’) with Silver Lake Resources Limited (‘Silver Lake’),
under which Silver Lake will acquire the entire issued capital of Doray by way of a scheme of arrangement
under the Corporations Act 2001 (Cth) (‘the Share Scheme’). Under the terms of the Share Scheme, each
Doray shareholder (‘the Shareholders’) will receive 0.6772 Silver Lake shares for every Doray share held
at the record date (‘Share Scheme Consideration’).
The SID also covers an option scheme with Silver Lake (‘Option Scheme’), pursuant to which, the option
holders of Doray (‘Option holders’) will receive cash consideration of $0.0781 for every option in Doray
that they hold at the record date (‘Option Scheme Consideration’).
Our report refers to the Share Scheme and Option Scheme collectively as ‘the Schemes’.
Doray and Silver Lake are both public companies, listed on the Australian Securities Exchange (‘ASX’).
Upon implementation of the Schemes, Doray will become a wholly owned subsidiary of Silver Lake, and
each share in Silver Lake that a Doray shareholder will receive will be a share in the combined entity
following the Scheme (‘Proposed Merged Entity’).

2.

Summary and Opinion
2.1

Requirement for the report

The directors of Doray have requested that BDO Corporate Finance (WA) Pty Ltd (‘BDO’) prepare an
independent expert’s report (‘our Report’) to express an opinion as to whether or not the Schemes are in
the best interests of the Shareholders and Option holders.
Our Report is prepared pursuant to section 411 of the Corporations Act 2001 Cth (‘Corporations Act’ or
‘the Act’) and is to be included in the scheme booklet for Doray in order to assist the Shareholders and
Option holders in their decision whether to approve the Share Scheme and Option Scheme, respectively
(‘Scheme Booklet’).

BDO Corporate Finance (WA) Pty Ltd ABN 27 124 031 045 AFS Licence No 316158 is a member of a national association of independent entities which are all members of BDO
(Australia) Ltd ABN 77 050 110 275, an Australian company limited by guarantee. BDO Corporate Finance (WA) Pty Ltd and BDO (Australia) Ltd are members of BDO International
Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved under Professional
Standards Legislation (other than for the acts or omissions of financial services licensees) in each State or Territory other than Tasmania.

2.2

Approach
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Our Report has been prepared having regard to Australian Securities and Investments Commission (‘ASIC’)
Regulatory Guide 60 ‘Schemes of Arrangements’ (‘RG 60’), Regulatory Guide 111 ‘Content of Expert’s
Reports’ (‘RG 111’) and Regulatory Guide 112 ‘Independence of Experts’ (‘RG 112’).
In arriving at our opinion in relation to the Schemes, we have assessed the terms of the Schemes as
outlined in the body of this report. We have considered:


How the value of a Doray share prior to the Schemes (on a control basis), compares to the value of
0.6772 shares in Silver Lake (on a minority basis) following the Scheme;



How the value of a Doray option (the subject of the Option Scheme) prior to the Scheme compares to
the value of the Option Scheme Consideration;



The likelihood of an alternative offer being available to Doray;



Other factors which we consider to be relevant to Shareholders and Option holders in their
assessment of the Schemes; and



The position of Shareholders and Option holders should the Schemes not proceed.

2.3

Opinion

2.3.1. Share Scheme

We have considered the terms of the Share Scheme as outlined in the body of this report and have
concluded that, in the absence of a superior proposal, the Share Scheme is fair and reasonable to
Shareholders.
Therefore, in the absence of a superior proposal, we conclude that the Share Scheme is in the best
interests of Shareholders.

2.3.2. Option Scheme

We have considered the terms of the Option Scheme as outlined in the body of this report and have
concluded that, in the absence of a superior proposal, the Option Scheme is fair and reasonable to Option
holders.
Therefore, in the absence of a superior proposal, we conclude that the Option Scheme is in the best
interests of Option holders.

2.4

Fairness

2.4.1. Share Scheme

In section 15.1 we determined that the value of a share in Doray prior to the implementation of the
Schemes, on a control basis, compares to the value of 0.6772 shares in the Proposed Merged Entity to be
received by Shareholders as consideration under the Share Scheme, on a minority interest basis, as
detailed below.
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Ref

Low

Preferred

High

$

$

$

Value of a Doray share prior to the Share Scheme (control)

11.4

0.231

0.257

0.284

Value of 0.6772 shares in the Proposed Merged Entity

12.3

0.240

0.284

0.330

0.300

0.350

(minority)

Source: BDO analysis

The above valuation ranges are graphically presented below:

Valuation Summary
Value of a Doray share prior to the
implementation of the Share Scheme
Value of 0.6772 shares in the Proposed Merged
Entity following the implementation of the
Share Scheme
0.100

0.150

0.200
0.250
Value ($)

The above pricing indicates that, in the absence of any other relevant information, and a superior
proposal, the Share Scheme is fair for Shareholders.

2.4.2. Option Scheme

In section 15.2 we determined that the value of a Scheme Option prior to the implementation of the
Schemes, on a control basis, compares to the value of the Option Scheme Consideration, as detailed
below.
Low

Preferred

High

$

$

$

13

0.023

0.033

0.044

14

0.0781

0.0781

0.0781

Ref

Value of a Scheme Option prior to the Option Scheme
(control)
Value of Option Scheme Consideration

Source: BDO analysis

The above valuation ranges are graphically presented below:
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Valuation Summary
Value of a Scheme Option prior to
the implementation of the Option
Scheme
Value of Option Scheme
Consideration
0.000

0.020

0.040

0.060

0.080

0.100

Value ($)

The above pricing indicates that, in the absence of any other relevant information, and a superior offer,
the Option Scheme is fair for Option holders.

2.5

Reasonableness

We have considered the analysis in section 16 of this report, in terms of both


advantages and disadvantages of the Schemes; and



other considerations, including the position of Shareholders if the Schemes do not proceed and the
consequences of not approving the Schemes.

In our opinion, the position of Shareholders and Option holders if the Schemes are approved is more
advantageous than the position if the Schemes are not approved. Accordingly, in the absence of any other
relevant information and/or a superior proposal we believe that the Schemes are reasonable for
Shareholders and Option holders.
The respective advantages and disadvantages considered are summarised below:
ADVANTAGES AND DISADVANTAGES
Section

Advantages

Section

Disadvantages

16.1.1

The Share Scheme is fair for Shareholders

16.2.1

Dilution of Shareholders’ interests and
exposure to the Deflector project

16.1.2

The Option Scheme is fair for Option
holders

16.1.3

16.2.2

Option holders will no longer have exposure to
the potential upside of Doray

Creation of an enlarged group and rerating as a mid-tier gold producer

16.1.4

Creates a group with a stronger balance
sheet and access to Silver Lake’s cash
reserves

16.1.5

Exposure to a more diversified suite of
assets
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ADVANTAGES AND DISADVANTAGES
Section

Advantages

Section

16.1.6

Shareholders are not foregoing the

Disadvantages

opportunity to receive a control premium
in the future
16.1.7

Option Scheme Consideration provides
Option holders with an opportunity to exit
their investment with certainty

Other key matters we have considered include:
Section

Description

16.3

Alternative Proposal

16.4

Tax implications

16.5

Consequences of not approving the Schemes

3.



Post-announcement pricing



Option holders may be left holding an option over an unlisted share

Scope of the Report
3.1

Purpose of the Report

The Schemes are to be implemented pursuant to section 411 of the Corporations Act. Part 3 of Schedule 8
to the Corporations Act Regulations 2001 (Cth) (‘Regulations’) prescribes the information to be sent to
security holders in relation to schemes of arrangement pursuant to section 411 of the Act (‘Section 411’).
An independent expert’s report must be obtained by a scheme company if:


There is one or more common directors; or



The other party to the scheme holds 30% or more of the voting shares in the scheme company.

The expert must be independent and must state whether or not, in his or her opinion, the proposed
scheme is in the best interest of the members of the company the subject of the scheme and setting out
his or her reasons for that opinion.
There are no common directors of Doray and Silver Lake, nor is there any other party to the Schemes that
holds 30% or more of the scheme company. Accordingly, there is no requirement for this report pursuant
to Section 411. Notwithstanding the fact that there is no legal requirement to engage an independent
expert to report on the Schemes, the directors of Doray have requested that BDO prepare this report as if
it were an independent expert’s report pursuant to section 411, and to provide an opinion as to whether
the directors of Doray are justified in recommending the Schemes in the absence of an alternate proposal.
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Neither the Act nor the Regulations defines the term ‘in the best interests of’. In determining whether the
Schemes are in the best interests of Shareholders and Option holders, we have had regard to the views
expressed by ASIC in RG 111. This regulatory guide provides guidance as to what matters an independent
expert should consider to assist security holders to make informed decisions about transactions.
A key matter under RG 111 that an expert needs to consider when determining the appropriate form of
analysis is whether or not the effect of the transaction is comparable to a takeover bid and is therefore
representative of a change of ‘control’ transaction.
In the circumstance of a scheme that achieves the same outcome as a takeover bid, RG 111 suggests that
the form of the analysis undertaken by the independent expert should be substantially the same as for a
takeover. Independent expert reports required under the Act in the circumstance of a takeover are
required to provide an opinion as to whether or not the takeover bid is ‘fair and reasonable’. While there
is no definition of ‘fair and reasonable’, RG 111 provides some guidance as to how the terms should be
interpreted in a range of circumstances.
RG 111 suggests that an opinion as to whether transactions are fair and reasonable should focus on the
purpose and outcome of the transaction, that is, the substance of the transaction rather than the legal
mechanism to effect the transaction.
Schemes of arrangement pursuant to Section 411 can encompass a wide range of transactions.
Accordingly, ‘in the best interests’ must be capable of a broad interpretation to meet the particular
circumstances of each transaction. This involves a judgment on the part of the expert as to the overall
commercial effect of the transaction, the circumstances that have led to the transaction and the
alternatives available. The expert must weigh up the advantages and disadvantages of the proposed
transaction and form an overall view as to whether security holders are likely to be better off if the
proposed transaction is implemented than if it is not. This assessment is the same as that required for a
‘fair and reasonable’ assessment in the case of a takeover. If the expert would conclude that a proposal
was ‘fair and reasonable’; if it was in the form of a takeover bid, the expert will also be able to conclude
that the scheme is in the best interests of shareholders. An opinion of ‘in the best interests’ does not
imply the best possible outcome for security holders.

3.3

Adopted basis of evaluation

RG111 states that a transaction is fair if the value of the offer price or consideration is equal to or greater
than the value of the securities subject of the offer. This comparison should be made assuming a
knowledgeable and willing, but not anxious, buyer and a knowledgeable and willing, but not anxious,
seller acting at arm’s length. Further to this, RG 111 states that a transaction is reasonable if it is fair. It
might also be reasonable if despite being ‘not fair’ the expert believes that there are sufficient reasons
for security holders to accept the offer in the absence of any higher bid.
Having regard to the above, BDO has completed this comparison of each scheme in four parts:


A comparison between the value of a Doray share (on a control basis) and the value of a 0.6772 share
in the Proposed Merged Entity on a minority interest basis (fairness – see Section 15 ‘Are the Schemes
Fair?’);



A comparison between the value of a Scheme Option on a control basis and the value of the Option
Scheme Consideration;
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An investigation into other significant factors to which Shareholders and Option holders might give
consideration, prior to approving the Schemes, after reference to the value derived above
(reasonableness – see Section 16 ‘Are the Schemes Reasonable?’); and
A consideration of whether the Schemes are in the best interests of Shareholders and Option holders.

RG 111 states that if a transaction is fair and reasonable then the expert can conclude that the
transaction is in the best interests of security holders; if a transaction is not fair but reasonable an expert
can still conclude that the transaction is in the best interests of security holders; if a transaction is neither
fair nor reasonable then the expert would conclude that the transaction is not in the best interests of
security holders.
This assignment is a Valuation Engagement as defined by Accounting Professional & Ethical Standards
Board professional standard APES 225 ‘Valuation Services’ (‘APES 225’).
A Valuation Engagement is defined by APES 225 as follows:
‘an Engagement or Assignment to perform a Valuation and provide a Valuation Report where the Valuer
is free to employ the Valuation Approaches, Valuation Methods, and Valuation Procedures that a
reasonable and informed third party would perform taking into consideration all the specific facts and
circumstances of the Engagement or Assignment available to the Valuer at that time.’
This Valuation Engagement has been undertaken in accordance with the requirements set out in APES 225.

4.

Outline of the Schemes

On 14 November 2018, Doray announced that it had entered into a binding SID with Silver Lake, under
which Silver Lake will acquire the entire issued capital of Doray by way of a scheme of arrangement.
Under the terms of the Share Scheme, each Doray shareholder will receive 0.6772 Silver Lake shares for
every Doray share held at the record date. The SID also covers the Option Scheme under which, the Option
holders will receive cash consideration of $0.0781 for every option in Doray that they hold at the record
date.
The Schemes must be approved by the Court in accordance with section 411(4)(b) of the Act.
In the event that the Schemes become effective, the Share Scheme Consideration and Option Scheme
Consideration will be transferred to the eligible participants as soon as practicable after the
implementation date, which is expected to be 29 March 2019.
Further information on the Schemes can be found in the Scheme Booklet.

4.1 Share Scheme

For the Share Scheme to be implemented, it must be approved by:


more than 50% in number of Doray Shareholders present and voting (whether in person, by proxy,
by attorney or, in the case of a corporation, by corporate representative); and



at least 75% of the total number of votes cast on the Share Scheme by Doray Shareholders.

Based on the total number of Doray shares on issue, the number of Proposed Merged Entity shares to be
issued to Doray shareholders will be 308,350,098 as set out below.
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Share structure following the Scheme
Number of Doray shares on issue prior to the Record Date*
Share Scheme Consideration for every Doray share held

455,330,919
0.6772

Number of Proposed Merged Entity shares to be issued to Shareholders

308,350,098

37.77%

Number of Silver Lake shares currently on issue

507,962,222

62.23%

816,312,320

100.00%

Total ordinary shares on Issue in the Proposed Merged Entity following the Scheme

Source: BDO analysis
*The number of shares on issue assumes that the 8,645,481 Doray performance rights vest and are exercised as contemplated in the
SID

The share exchange and resulting number of shares in the Proposed Merged Entity in the table above
shows that Doray Shareholders will hold approximately 37.77% of the Proposed Merged Entity shares while
existing Silver Lake shareholders will hold the remaining 62.23%.

4.2 Option Scheme

For the Option Scheme to be implemented, it must be approved by:


more than 50% in number of Option holders present and voting (whether in person, by proxy, by
attorney or, in the case of a corporation, by corporate representative); and



Option holders whose Scheme Options amount to at least 75% of the total value of Scheme Options
held by Option holders present and voting (whether in person, by proxy, by attorney or, in the
case of a corporation, by corporate representative) (with the ‘value’ of a Scheme Option to be
determined by reference to the Black-Scholes value of the option).

As at the date of our Report, Doray has a total of 4,432,816 options on issue. However, only the 3,235,043
options exercisable at $0.40 each on or before 30 January 2020 are the subject of the Option Scheme
(‘Scheme Options’). As detailed in section 5.6 of our Report, the remaining 1,197,773 options are due to
expire on 19 February 2019, which will be prior to the Option Scheme taking effect (if it does take effect).
As such, the Option Scheme Consideration is only payable to those Option holders holding the Scheme
Options.
If the Option Scheme is effected, the total consideration payable to Option holders will be approximately
$252,657.

Relationship between the Share Scheme and Option Scheme
If the Share Scheme is not approved by Doray Shareholders and the Court, regardless of whether the
Option Scheme is approved, the Schemes will not proceed and Doray will continue to operate as a
standalone entity.
If the Share Scheme is approved by Doray Shareholders and the Court, but the Option Scheme is not
approved, the merger will still proceed and Silver Lake will acquire all of the Doray shares, but Option
holders will continue to hold their Scheme Options. In those circumstances, Doray would be de-listed from
ASX, meaning there will not be an active market for the Doray shares issued to Option holders on exercise
of their Scheme Options. Silver Lake may have a right to compulsorily acquire the Scheme Options after
the Share Scheme is implemented.

8
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5.

Profile of Doray
5.1

History

Doray is an ASX-listed gold producer with operations located in the Murchison region of Western Australia.
The Company is primarily focused on its 100% owned Deflector Gold Copper Mine (‘Deflector’) as well as
its interest in the Horse Well Joint Venture (‘Horse Well JV’). Doray Minerals was incorporated in 2009
and listed on the ASX in 2010.
The current directors of Doray are:


Mr. Julius Matthys, Non-Executive Chairman;



Mr. Leigh Junk, Managing Director;



Mr. Peter Alexander, Non-Executive Director; and



Mr. Jay Stephenson, Non-Executive Director.

5.2

Key Projects

Deflector Gold Copper Project
Deflector is located 450 kilometres (‘km’) north of Perth, in the southern Murchison region of Western
Australia. Doray acquired Deflector at the beginning of 2015, as part of the Company’s takeover of Mutiny
Gold Limited (‘Mutiny Gold’). In mid-2015, following a detailed review of Deflector, the Doray Board
approved its development (subject to funding requirements and approvals). The review identified a two
stage plan for Deflector, with the first stage being open pit mining before transitioning to second stage
underground mining.
In 2015, Doray announced that it had appointed GR Engineering Services Limited (‘GR Engineering’) to
undertake the design construction and commissioning of a 480 kilo-tonne per annum (‘ktpa’) gold and
copper mineral processing plant at the site. In January 2016, MACA Limited (‘MACA’), the mining
contractor appointed by Doray, mobilised to site and subsequently commenced open pit mining in
February 2016.
In February 2016, Doray announced that it had signed an off-take agreement (‘Off-take Agreement’) with
MRI Trading AG (‘MRI’) for the commercial supply and sale of gold-copper-silver concentrate. The Off-take
Agreement is for 100% of concentrate produced from Deflector, from the commencement of commercial
production until Deflector has sold 67,000 dry metric tonnes of concentrate or until 31 December 2022
(whichever occurs earlier).
In April 2016, Doray announced that it had commenced commissioning of the crushing circuit, with first
parcels of waste being fed to the crusher. The following month, Doray announced that practical
completion of the Deflector processing plant had been achieved, with ore being fed through the plant,
resulting in the production of the first gold bars.
In June 2016, the Company announced the first shipment of gold-copper concentrate and commencement
of underground development at site. The first shipment totalled approximately 500 dry tonnes of
concentrate produced from oxide material mined from the open pit. The Company also announced that
underground access had been achieved at Deflector.
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During 2016 and 2017, the Company undertook extensional drilling at the Deflector site, and in June 2017,
Doray announced the discovery of mineralisation, north of the Deflector ore body’s boundary. Further
drilling revealed the existence of sulphides and gold intersections. The discovery was named the Da Vinci
Lode and drilling at the newly discovered lode continued during the second half of 2017.
At the beginning of 2018, the Company transitioned to producing solely underground ore. Underground
grade control diamond drilling was undertaken throughout 2018, which allowed improved local definition
of mining areas and short-term planning.
Da Vinci Lode
The Da Vinci Lode is a lode located immediately north of the Deflector ore body. Feasibility studies and
exploration drilling have been conducted in order to incorporate the Da Vinci Lode into operations of
Deflector.
In early 2018, Doray announced that the development of underground access to the Da Vinci Lode had
been gained by extension of a development drive from Deflector. The access to the Da Vinci Lode further
allows Doray to drill and assess the Mineral Resources in the region.
On 20 September 2018, Doray announced the upgrade of its Mineral Resource at the Da Vinci Lode. The
upgrade is considered by management to be a key step in Doray achieving its “1-5-1 Target”, which
consists of increasing annual production of gold to 100,000 ounces, extending Deflector’s mine life to five
years, and reducing the all-in sustaining cost of gold to less than $1,000 per ounce.
Horse Well Gold Joint Venture
The Horse Well JV is located in the Warburton Mineral Field, approximately 85km northeast of the town of
Wiluna, and is located in proximity to gold projects, such as Northern Star Resources Limited’s Jundee
mine, and Echo Resources Limited’s Bronzewing mine. Doray has a 49% interest in the Horse Well JV, while
its joint venture partner, Alloy Resources Limited (‘Alloy’), has a 51% controlling interest.
Exploration of the field is currently being solely funded by Alloy.
Abbotts Exploration Project
On 17 October 2018, Thundelarra Limited (‘Thundelarra’) announced that it had entered into an
agreement for the conditional acquisition at Doray’s Abbotts Exploration Project (‘Abbotts’), in exchange
for 11 million shares in Thundelarra. The Abbotts Project surrounds Thundelarra’s Garden Gully Project
which is located about 20km north-west of Meekatharra, and allows Thundelarra to further explore the
area.
Further information on Doray’s projects can be found in the Independent Technical Assessment and
Valuation Report in Appendix 3 of our Report.

5.3

Recent Corporate Events

Capital Raising
On 22 February 2018, Doray announced that it had successfully raised equity funding of $25.0 million
(before costs), in order to reduce debt and accelerate exploration activity at Deflector. The capital raising
comprised the issue of approximately 89.3 million shares at $0.28 each in two instalments.
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In 2015, Doray refinanced its existing facility with Westpac Banking Corporation (‘Westpac’), to draw
down an additional $60 million of debt, to develop Deflector.
On 1 March 2018, Doray announced that it had reduced its debt by a further $18.0 million following the
completion of its capital raising. Following the reduction of the debt facility, Doray’s total debt stood at
$29.5 million.
On 30 October 2018, Doray announced that the debt balance had reduced to $15 million at 30 September
2018 and as at 31 December 2018 was $9.5 million.
Divestment of Andy Well and Gnaweeda Gold Projects
On 24 December 2018, Doray announced that it had signed a binding term sheet to divest the Andy Well
Gold Project (‘Andy Well’) and Gnaweeda gold projects (‘Gnaweeda’) to Westgold Resources Limited
(‘Westgold’). Pursuant to the term sheet, Westgold is to pay up to a total of $15.0 million in cash and
shares, including $9.0 million on completion, for the purchase of Andy Well and Gnaweeda Gold Projects
on the following terms:


$2.5 million in cash and $6.5 million in Westgold shares on completion (totalling $9.0 million),
which must occur on or before 28 February 2019. The shares in Westgold are to be issued at a
deemed issue price being the 30-day volume weighted average price up to the date of execution
of the binding terms sheet;

Westgold will also make bonus payments to Doray from future cumulative production as follows:


$2.0 million cash following production by Westgold of 100,000 ounces from Andy Well and/or
Gnaweeda;



$2.0 million cash following production by Westgold of 250,000 ounces from Andy Well and/or
Gnaweeda;



$2.0 million cash following production by Westgold of 500,000 ounces from Andy Well and/or
Gnaweeda;

Completion of the transaction under the term sheet remains subject to standard conditions including:


The satisfactory completion of the due diligence by Westgold;



The transfer of any tenements comprising the Andy Well and Gnaweeda gold projects currently
held by Doray to Andy Well Mining Pty Ltd; and



The receipt of any third party consents.
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5.4

Historical Statements of Financial Position
Audited as at

Audited as at

Audited as at

30-Jun-18

30-Jun-17

30-Jun-16

$'000s

$'000s

$'000s

23,926

20,483

35,034

Trade and other receivables

2,111

3,753

2,391

Inventories

6,950

14,017

13,685

Prepayments

1,169

1,607

1,378

226

-

-

13,422

-

-

47,804

39,860

52,488

7

7

7

Property, plant and equipment

60,883

95,462

38,792

Exploration and evaluation assets

35,737

51,582

36,771

Mine development assets

31,522

38,306

164,340

Deferred tax assets

23,707

-

4,162

TOTAL NON-CURRENT ASSETS

151,856

185,357

244,072

TOTAL ASSETS

199,660

225,217

296,560

14,507

18,052

21,276

3,599

5,903

4,162

18,124

11,540

35,759

3,642

-

-

39,872

35,495

61,197

Provisions

17,403

19,137

8,614

Borrowings

3,075

40,130

46,569

TOTAL NON-CURRENT LIABILITIES

20,478

59,267

55,183

TOTAL LIABILITIES

60,350

94,762

116,380

139,310

130,455

180,180

207,234

183,876

159,015

6,042

5,777

6,138

Statement of Financial Position
CURRENT ASSETS
Cash and cash equivalents

Investments in listed entities
Disposal group classified as held for sale
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Trade and other receivables

CURRENT LIABILITIES
Trade and other payables
Provisions
Borrowings
Liabilities directly associated with disposal group
classified as held for sale
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES

NET ASSETS
EQUITY
Issued capital
Reserves
Accumulated profit/(losses)
TOTAL EQUITY

(73,966)

(59,198)

15,027

139,310

130,455

180,180

Source: Doray’s audited financial statements for the years ended 30 June 2018, 30 June 2017, and 30 June 2016.

Commentary on Historical Statements of Financial Position


Cash and cash equivalents increased from $20.48 million at 30 June 2017 to $23.93 million at 30
June 2018. The increase in cash and cash equivalents of $3.45 million was primarily the result of
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receipts from gold and other metals sales of $160.71 million and proceeds of $23.59 million from a
share issue. This was partially offset by payments to suppliers and employees of $119.94 million
(including royalties), repayments of borrowings of $29.50 million, payment for mine development
assets of $17.72 million and payment for exploration and evaluation assets of $9.25 million.


Inventories decreased from $14.02 million at 30 June 2017 to $6.95 million at 30 June 2018. The
decrease of $7.07 million was due to decreased ore stockpiles, bullion on hand, store
consumables, and fuel due to the suspension of operations at Andy Well in November 2017.
Inventories at 30 June 2018 largely relate to store consumables, fuel and reagents as well as
concentrate on hand and ore stockpiles.



Disposal group classified as held for sale assets of $13.42 million at 30 June 2018 related to the
Company’s Andy Well Gold Mine. The $13.42 million comprised $1.38 million in inventories and
$12.04 million in property, plant and equipment.



Property, plant and equipment decreased from $95.46 million at 30 June 2017 to $60.88 million at
30 June 2018. The decrease of $34.58 million was primarily a result of depreciation charges
totalling $18.84 million for the year ended 30 June 2018, and a transfer of $12.04 million from
property, plant and equipment to assets classified as held for sale (related to Andy Well).
Property, plant and equipment at 30 June 2018 largely relates to mining related plant and
equipment.



Exploration and evaluation assets decreased from $51.58 million at 30 June 2017 to $35.74 million
at 30 June 2018. The decrease of $15.84 million, was due to an impairment of $21.32 million of
exploration assets to held-for-sale assets and exploration expenditure of $3.46 million which was
written off during the period. This was partially offset by capitalisation of exploration expenditure
of $8.93 million during the period.



Mine development assets decreased from $38.31 million at 30 June 2017 to $31.52 million at 30
June 2018. The decrease of $6.79 million was primarily the result of an amortisation charge of
$25.29 million, which was partially offset by additions totalling $17.80 million.



Current borrowings totalling $18.12 million comprised bank loans of $17.50 million and finance
lease liabilities of $0.62 million. The bank loans were secured over the assets of Andy Well and
Deflector.



Current provisions totalling $3.60 million comprised annual leave provisions of $1.08 million,
stamp duty provisions of $1.91 million and other provisions of $0.61 million.



Current liabilities associated with the disposal group classified as held for sale totalled $3.64
million at 30 June 2018 and related solely to the rehabilitation liability for the Andy Well Gold
Mine, which had its operations suspended in October 2017.



Non-current provisions of $17.40 million at 30 June 2018 primarily comprised long-term
rehabilitation provisions for the Company’s Deflector mine.
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5.5

Historical Statements of Profit or Loss and Other Comprehensive Income
Audited for the

Audited for the

Audited for the

year ended
30-Jun-18

year ended
30-Jun-17

year ended
30-Jun-16

$'000s

$'000s

$'000s

Revenue from sale of goods

159,237

183,019

131,083

Mining and processing costs

(107,872)

(104,256)

(55,029)

(44,132)

(54,231)

(38,934)

(5,951)

(7,719)

(4,793)

1,282

16,813

32,327

Exploration and evaluation expenditure written off

(3,457)

(4,367)

(5,809)

Corporate and other expenses

(7,026)

(7,799)

(8,555)

Results from operating activities

(9,201)

4,647

17,963

269

406

681

Financial expense

(2,750)

(3,201)

(1,107)

Net financing expense

(2,481)

(2,795)

(426)

(11,682)

1,852

17,537

(27,043)

(72,041)

-

Profit/(loss) before income tax

(38,725)

(70,189)

17,537

Income tax benefit/(expense)

23,957

(4,036)

(1,017)

(14,768)

(74,225)

16,520

-

-

-

(14,768)

(74,225)

16,520

Statement of Profit or Loss and Other Comprehensive
Income
Revenue

Depreciation and amortisation
Royalty expense
Gross profit

Financial income

Results from operating and financing activities
Impairment charge

Net profit /(loss) for the year
Other comprehensive income/(loss)
Total comprehensive profit/(loss) for the year

Source: Doray’s audited financial statements for the years ended 30 June 2018, 30 June 2017, and 30 June 2016.

Commentary on Historical Statements of Profit or Loss and Other Comprehensive Income


Revenue from the sale of goods was $159.24 million for the year ended 30 June 2018. Revenue of
$132.11 million was attributable to sales from Deflector, while revenue of $27.13 million was from
Andy Well (which was placed in care and maintenance in October 2017).



Mining and processing costs of $107.87 million for the year ended 30 June 2018 primarily
comprised underground contractor costs, underground owner costs, processing and metallurgy
costs, mine geology costs and site administration costs.



Depreciation and amortisation totalled $44.13 million for the year ended 30 June 2018. The
depreciation expense for the year ended 30 June 2018 was $18.84 million, of which, $15.83
million related to plant and equipment, $2.58 million was attributable to land and buildings and
$0.43 million was attributable to motor vehicles. Amortisation of the Company’s mine
development assets for the year ended 30 June 2018 was $25.29 million which is assessed on a
units of production basis.
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Impairment charges of $27.04 million for the year ended 30 June 2018 related to an impairment to
the carrying value of the mining assets of Andy Well.



Income tax benefits for the year ended 30 June 2018 totalled $23.96 million, and primarily
comprised unrecognised tax losses brought to account.

5.6

Capital Structure

The share structure of Doray as at 15 January 2019 is outlined below:

Number
Total ordinary shares on issue

446,685,438

Top 20 shareholders

253,758,047

Top 20 shareholders - % of shares on issue

56.81%

Source: Share registry information

The ordinary shares held by the most significant shareholders as at the latest practicable date are detailed
below:
Number of Ordinary
Shares Held

Percentage of Issued
Shares (%)

Perennial Value Management

55,312,465

12.38%

Ruffer

50,143,552

11.23%

Paradice Investment Management

44,177,444

9.89%

Subtotal

149,633,461

33.50%

Others

297,051,977

66.50%

446,685,438

100.00%

Name

Total ordinary shares on issue

Source: Share registry information

As at the latest practicable date, the options over shares in Doray on issue are outlined below:

Options on Issue

Number

Expiry Date 19-Feb-2019 Exercise Price $0.63*

1,197,773

Expiry Date 30-Jan-2020 Exercise Price $0.40**

3,235,043

TOTAL

4,432,816

Source: Option registry information
* These options are assumed to lapse prior to the Scheme being implemented, therefore the Option Scheme Consideration does not
apply to these options
** Scheme Options
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As at the latest practicable date, Doray had a total of 8,645,481 performance rights on issue, of which
5,000,000 are held by the Company’s managing director, Leigh Junk. The remaining 3,645,481
performance rights are held by other senior management personnel. The Company’s board has resolved
that the performance rights will automatically vest upon the court approving the Share Scheme.

6. Profile of Silver Lake
6.1

Background

Silver Lake is an ASX listed gold producer and explorer, with gold assets located in Western Australia. The
company is primarily focused on operations at its Mount Monger Gold Camp (‘Mount Monger’), located 50
kilometres south east of Kalgoorlie. Silver Lake currently has several operating mines at Mount Monger.
Silver Lake splits its mining operations into three main “mining centres”, being the Daisy Mining Centre,
Mount Belches Mining Centre and the Aldiss Mining Centre. The Daisy Mining Centre includes the Daily
Complex underground mine (‘Daisy Complex’) as well as surrounding projects such as Magic/Mirror and
Lorna Doone. The Mount Belches Mining Centre includes the Maxwells underground mine (‘Maxwells’) and
the Cock-eyed Bob underground mine (‘Cock-eyed Bob’). The most significant components (in terms of
gold ounces and value) of the Aldiss Mining Centre are the Harry’s Hill open pit mine (‘Harry’s Hill Mine’)
and the Karonie and French Kiss projects. A detailed breakdown of each of Silver Lake’s mining centres
can be found in the Independent Technical Specialist and Valuation Report in Appendix 3.
Silver Lake currently processes all of the ore from Mount Monger through its Randalls Gold Processing
Facility (‘Randalls Mill’), located within the Mount Monger site. Silver Lake was incorporated in 2004 and
listed on the ASX in 2007.
The directors of Silver Lake are:


Mr David Quinlivan, Non-Executive Chairman;



Mr Luke Tonkin, Managing Director;



Mr Les Davis, Non-Executive Director; and



Mr Kelvin Flynn, Non-Executive Director.

6.2

Projects

Mount Monger
Mount Monger is located in the Eastern Goldfields, in Western Australia. Gold mining began in this area in
the 1900s following discoveries of gold by local prospectors. Mount Monger was mined largely by small
scale private companies and small public consortiums up until the early 2000s, after which the field was
consolidated through buyouts.
In November 2007, Silver Lake purchased Mount Monger and one month later, in December 2007,
commenced production from the Daisy Complex.
Silver Lake has a number of mines and projects within Mount Monger including the Daisy Complex (Daisy
Mining Centre), the Maxwells and Cock-eyed Bob underground mines (Mount Belches Mining Centre) and
the Aldiss Mining Centre (‘Aldiss’), which comprises three open pits. Drilling programs are ongoing across
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the three mining centres at Mount Monger, with the company prioritising exploration targets proximal to
established infrastructure.
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Daisy Complex
The Daisy Complex is a gold producing underground mine which has been owned and operated by Silver
Lake since 2007. The Daisy Complex is located 19 km from Randalls Mill and is currently the largest mine
in terms of ounces, within the Mount Monger operations. Silver Lake currently mines the Daisy Complex
predominately using mechanised methods. Additional information on the mining and exploration program
can be found in the Independent Technical Assessment and Valuation Report contained in Appendix 3.
Maxwells
Maxwells is an underground gold mine that is located 18km east of Randalls Mill. Open pit mining at
Maxwells ceased in 2014 and development of an underground mine at the site commenced in 2016.
The shallow underground mine at Maxwells has established a consistent production source for Silver Lake.
Silver Lake is focussed on building output and ore contribution from Maxwells and advancing the downplunge and strike extensions to the multiple lodes identified.
Cock-Eyed Bob
Cock-Eyed Bob is located 13km east of the Randalls Gold Processing Facility. It is a five level underground
gold mine that extends 130 metres below the surface.
On 2 June 2017, Silver Lake announced its intention to re-commence mining at its Cock-Eyed Bob
underground mine, with mining commencing in July 2017. The infrastructure, management and equipment
is shared with the nearby Maxwells mine, with both mines forming part of the Mount Belches Mining
Centre.
Imperial/Majestic
The Imperial (‘Imperial’) and Majestic (‘Majestic’) gold deposits were discovered in 2012 and were
located 33 km north of the Randalls Gold processing facility. The Imperial and Majestic mines are no
longer active with operations ceasing in April 2018.
Aldiss
The Aldiss Mining Centre is the newest of Silver Lake’s mining centres at Mount Monger, receiving board
approval in 2017, with development completed and mining operations commenced during the September
quarter of 2018. The Aldiss Mining Centre has a dedicated haul road to the mill, an 80-person camp and a
mobile equipment workshop.
The Ore Reserve at the Aldiss Mining Centre comprises three deposits being Harry’s Hill, Karonie and
French Kiss.
An accelerated mining plan and improvement on margins are expected through the life of the project from
the hybrid owner-operator mining model where Silver Lake leases the equipment and provides the labour,
compared to a contractor mining model.
There has been historic drilling at the Aldiss trend approximately 10km south of Harry’s Hill, however
there has been no recent exploration in this area. Per Silver Lake’s announcement on 16 October 2018,
this will be a focus of Silver Lake’s exploration program.
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All ore from mining operations at Mount Monger operations are processed through the 1.3 million tonne
per annum Randalls Mill, which is located 65 km southeast of Kalgoorlie.
Further information on Silver Lake’s mining and exploration assets can be found in the Independent
Technical Assessment and Valuation Report in Appendix 3 of our Report.

6.3

Recent Corporate Events

Hedging
As at 30 September 2018, Silver Lake’s forward hedging gold program totals 116,000 ounces to be delivered
over the next two years as shown in the table below:

Ounces (koz)
Hedged gold price
(A$/oz)

Dec -18

Jun-19

Dec-19

Jun-20

Dec-20

Quarter

Half-year

Half-year

Half-year

Half-year

18.3

31.8

27.0

33.0

6.0

1,722

1,727

1,723

1,727

1,716

Source: September 2018 Quarterly Activities Report

6.4

Historical Statements of Financial Position
Audited as at

Audited as at

Audited as at

30-Jun-18

30-Jun-17

30-Jun-16

$'000

$'000

$'000

97,959

61,196

38,643

2,067

9,531

2,317

27,740

18,937

20,708

-

1,500

10,056

150

112

91

127,916

91,276

71,815

1,868

1,868

2,052

Exploration, evaluation and development expenditure

79,588

99,062

123,893

Property, plant and equipment

37,366

38,251

50,675

8,140

12,386

4,806

TOTAL NON-CURRENT ASSETS

126,962

151,567

181,426

TOTAL ASSETS

254,878

242,843

253,241

Trade and other payables

30,033

32,956

30,914

Interest bearing liabilities

-

2,125

3,937

Statement of Financial Position

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Inventories
Assets held-for-sale
Prepayments
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Inventories

Investments

CURRENT LIABILITIES
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Audited as at

Audited as at

Audited as at

30-Jun-18

30-Jun-17

30-Jun-16

$'000

$'000

$'000

Liabilities held for sale

-

-

5,056

Rehabilitation and restoration provision

-

-

1,158

2,013

1,874

1,697

32,046

36,955

42,762

-

-

2,125

16,450

16,122

21,010

TOTAL NON-CURRENT LIABILITIES

16,450

16,122

23,135

TOTAL LIABILITIES

48,496

53,077

65,897

206,382

189,766

187,344

699,564

699,564

699,564

1,650

1,220

830

(494,832)

(511,018)

(513,050)

206,382

189,766

187,344
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Statement of Financial Position

Employee benefits
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Interest bearing liabilities
Rehabilitation and restoration provision

NET ASSETS
EQUITY
Share capital
Reserves
Accumulated profit/(losses)
TOTAL EQUITY

Source: Silver Lake’s audited financial statements for the years ended 30 June 2016, 30 June 2017 and 30 June 2018.

Commentary on Historical Statements of Financial Position










Cash and cash equivalents increased from $61.20 million at 30 June 2017, to $97.96 million at 30
June 2018. The increase of $36.76 million was primarily the result of receipts from sales of $262.95
million and proceeds from divestments of $1.50 million. This was partially offset by payments to
suppliers and employees of $182.15 million, exploration and development expenditure of $33.44
million and payments for the acquisition of plant and equipment of $10.01 million.
Current inventories of $27.74 million at 30 June 2018 comprised ore stocks of $9.21 million, bullion
on hand of $7.63 million (gold delivered to the Perth Mint prior to period end that had not yet been
delivered into a sales contract), materials and supplies of $5.78 million and gold in circuit of $5.11
million.
Assets held-for-sale of $1.50 million at 30 June 2017, related to Silver Lake’s interest in the Cue
Project Joint Venture, which was sold subsequent to 30 June 2017.
Non-current inventories of $1.87 million at 30 June 2017 related to Silver Lake’s ore stocks.
Exploration and evaluation assets decreased from $99.06 million at 30 June 2017 to $79.59 million
at 30 June 2018. The decrease of $19.47 million, was primarily due to an amortisation expense of
$53.97 million during the period. This was partially offset by capitalisation of exploration,
development and production expenditure of $36.10 million during the period. The exploration and
evaluation assets at 30 June 2018 primarily related to net capitalised development costs at the Daisy
Complex of $25.58 million, capitalised costs at Maxwells of $14.14 million and capitalised
exploration costs at Mount Monger of $11.96 million.
Property, plant and equipment of $37.37 million at 30 June 2018 comprised land and buildings of
$2.73 million, mining related plant and equipment of $29.50 million, motor vehicles of $0.31 million,
office furniture and equipment of $0.61 million and capital works in progress of $4.21 million.
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Investments of $8.14 million at 30 June 2018, relate to investments made by Silver Lake in ASX listed
companies, recorded at fair value.
The rehabilitation and restoration provision increased from $16.12 million at 30 June 2017, to $16.45
million at 30 June 2018. The increase of $0.33 million was the result of an increase to the provision
of $1.05 million following revised rehabilitation cost assumptions, which was largely offset by
rehabilitation expenditure of $0.72 million, undertaken during the year ended 30 June 2018.

6.5

Historical Statements of Profit or Loss and Other Comprehensive Income
Audited for the

Audited for the

Audited for the

year ended
30-Jun-18

year ended
30-Jun-17

year ended
30-Jun-16

$'000

$'000

$'000

255,573

227,491

209,497

(225,863)

(216,355)

(192,396)

29,710

11,136

17,101

186

-

3,146

30

(960)

3,118

(2,663)

(2,557)

(3,193)

-

(4,661)

(2,825)

(6,835)

(7,002)

(8,878)

20,428

(4,044)

8,469

580

6,550

482

(4,822)

(474)

(4,538)

Net finance (costs)/income

(4,242)

6,076

(4,056)

Profit/(loss) before income tax

16,186

2,032

4,413

Income tax benefit/(expense)

-

-

-

Profit for the year

16,186

2,032

4,413

Total comprehensive profit for the year

16,186

2,032

4,413

Statement of Profit or Loss and Other
Comprehensive Income
Revenue from sale of goods
Cost of sales
Gross Profit
Other income
Profit/(loss) on sale of assets
Exploration expenditure
Impairment losses
Administrative expenses
Results from operating activities
Finance income
Finance expenses

Source: Silver Lake’s audited financial statements for the years ended 30 June 2018, 30 June 2017 and 30 June 2016.

Commentary on Historical Statements of Profit or Loss and Other Comprehensive Income


Revenue increased from $227.49 million for the year ended 30 June 2017, to $255.57 million for
the year ended 30 June 2018. The increase of $28.08 million was the result of both an increase in
gold production (137,000 ounces sold during the year ended 30 June 2017 compared to 151,250
ounces sold during the year ended 30 June 2018) and higher average realised gold prices ($1,684
for the year ended 30 June 2018 compared to $1,654 for the year ended 30 June 2017).



The increase in cost of sales from $216.36 million for the year ended 30 June 2017 to $225.86
million for the year ended 30 June 2018 was mainly a result of the ramp up of production at the
Imperial and Majestic open pit mining operations and the Maxwells and Cock-eyed Bob
underground mining operations, including the increase in amortisation and depreciation costs
associated with these mines.
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Exploration expenditure of $2.66 million for the year ended 30 June 2018, related to expenditure
not expected to be recouped through successful development and exploitation or from sale of the
area.



Impairment losses of $4.66 million for the year ended 30 June 2017 related to Silver Lake’s
interest in the Cue Project Joint Venture, which was sold during that year. Impairment losses of
$2.83 million for the year ended 30 June 2016, related to the sale of Silver Lake’s interest in the
Great Southern Project.

6.6

Capital Structure

The share structure of Silver Lake as at 18 December 2018 is outlined below:

Number
Total ordinary shares on issue

507,962,222

Top 20 shareholders

293,120,671

Top 20 shareholders - % of shares on issue

57.71%

Source: Share registry information

The range of shares held in Silver Lake as at 18 December 2018 is as follows:
Number of
Ordinary
Shareholders

Number of
Ordinary Shares

Percentage of
Issued Shares (%)

1 - 1,000

1,470

832,178

0.16%

1,001 - 5,000

3,878

10,553,959

2.08%

5,001 - 10,000

1,750

14,083,308

2.77%

10,001 - 100,000

2,982

95,947,424

18.89%

386

386,545,353

76.10%

10,466

507,962,222

100.00%

Range of Shares Held

100,001 - and over
TOTAL

Source: Share registry information

The ordinary shares held by the most significant shareholders as at 31 December 2018 are detailed below:
Name

Number of ordinary shares held

Percentage of Issued Shares

Ruffer

43,154,867

8.50%

VanEck Global

30,650,426

6.03%

Dimensional Fund Advisors

25,470,275

5.01%

Morgan Stanley Asia

13,898,654

2.74%

Subtotal

113,174,222

22.28%

Others

394,788,000

77.72%

507,962,222

100.00%

Total ordinary shares on issue
Source: Share registry information
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As at the latest practicable date, Silver Lake has 7,438,257 performance rights on issue.
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7.

Profile of the Proposed Merged Entity

Upon implementation of the Schemes, the Proposed Merged Entity will represent the combined assets of
Doray and Silver Lake.

7.1

Key assets

The key combined assets of the Proposed Merged Entity will include:


100% interest in the Deflector Gold-Copper Project;



100% interest in the Operations of Mount Monger; and



Other mineral assets and exploration assets held by Doray and Silver Lake.

7.2

Board of Directors

The board of directors of the Proposed Merged Entity is intended to be:


Mr David Quinlivan (Silver Lake);



Mr Luke Tonkin (Silver Lake);



Mr Les Davis (Silver Lake);



Mr Kevin Flynn (Silver Lake);



Mr Leigh Junk (Doray); and



Mr Peter Alexander (Doray).

It is intended that Mr Luke Tonkin, (Silver Lake’s current Managing Director), will assume the role of
Managing Director of the Proposed Merged Entity, and Mr David Quinlivan (Silver Lake’s current Chairman),
will assume the role of Chairman of the Proposed Merged Entity.

7.3

Capital structure

Under the Share Scheme, Shareholders will receive 0.6772 shares in the Proposed Merged Entity for every
Doray share held. Upon implementation of the Scheme, Shareholders and Silver Lake shareholders will
hold approximately 37.77% and 62.23% of the total issued capital of the Proposed Merged Entity on an
undiluted basis, respectively.

7.4

Stock exchange listing

Following the implementation of the Schemes, Doray will become a wholly owned subsidiary of Silver Lake
and the Proposed Merged Entity will continue to be listed on the ASX, under Silver Lake’s ticker, SLR.
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8.

Economic analysis
8.1 Global

Conditions in the global economy remain positive, albeit a number of factors are underscoring downside
risks to global growth. These risks relate to the possibilities of escalating and sustained trade actions and
tightening global financial conditions.
Trade tensions between China and the United States of America (‘US’) have increased over recent months,
with nearly 50% of US imports from China, and 75% of Chinese imports from the US, now subject to higher
tariffs. Survey indicators suggest these growing tensions are having some impact on the global economy,
with new export orders weakening significantly in a number of economies. Business surveys indicate US
companies are concerned about the risks trade tensions pose to future earnings and competitiveness.
Growth in China has slowed marginally since 2017, partly reflecting efforts by the Chinese authorities to
grow sustainably by addressing risks in the financial system, and pollution. Restrained public spending has
impacted activity in parts of the Chinese manufacturing sector, in particular, the output of industrial
products has been flat or falling. In response to the weaker growth in parts of the economy, authorities
have implemented a targeted easing of policy. The Chinese authorities have also continued to introduce
measures to contain the build-up of financial risks, which include reducing the debt-to-asset ratios of state
owned enterprises. There is uncertainty surrounding the economic outlook for China, in part due to the
trade conflict with the US, and its potential impact on the Chinese manufacturing export sector in the
medium term.
Core inflation is nearing the inflation target in a number of advanced economies, including the US where it
has increased over 2018, primarily as a result of an increase in oil prices. Despite this, core inflation is little
changed and below the inflation target in other advanced economies such as Japan. As conditions have
improved in the global economy, a number of central banks have withdrawn some monetary stimulus and
further steps in this direction are to be expected. An unexpected increase in inflationary pressures in
advanced economies, including the US, could prompt a significant tightening of global financial conditions.

8.2 Australia

Domestic growth
The Australian economy has performed well, with GDP growth for the year running above 3%. The Reserve
Bank of Australia (‘RBA’) is expecting growth to average 3.5% over 2019, before slowing in 2020, as mining
production stabilises. Non-mining business investment grew by 9% over the year to the June quarter 2018,
led by non-residential construction. The pipeline of building and infrastructure work yet to be done, as well
as reports on increasing underlying demand suggests that construction activity could pick up within the
coming years.
Public infrastructure investment growth is high and is not expected to decline in the short term. Household
consumption growth has remained stable at around 3%, and is expected to continue at this rate. This is
supported by ongoing growth in employment rates and a modest pick-up in wage growth, however is
shadowed by uncertainty surrounding long term wage growth and the uncertainty surrounding the decline
of the housing market.
Australia’s higher export prices look to have offset higher import prices in recent months, whilst the forecast
for coal prices has increased due to a rise in global demand. Terms of trade are expected to remain near
current high levels for the next few quarters until gradually declining, whilst Chinese demand for bulk
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commodities is expected to moderate over time as global supply from low-cost producers continues to
increase.
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Unemployment
The unemployment rate fell to 5% in September 2018, the lowest unemployment rate in several years. The
unemployment rate increased marginally to 5.1% in November 2018 however the expectation is for it to
decline in the medium term, as it is expected the economy will continue to grow at an above trend rate,
Inflation
Inflation remains in line with forecasts, with the Consumer Price Index increasing by 1.9% over the past
year. Underlying inflation is expected to gradually increase over the next year, increase in the December
quarter, then pick up to 2.25% in 2019.
Currency movements
The Australian dollar remains within the range that it has been over the past two years on a trade-weighted
basis, albeit in the lower part of that range. This is due to weakness in emerging markets and renewed trade
tensions. An appreciating exchange rate would be expected to result in a slower pick-up in economic activity
and inflation.
Source: www.rba.gov.au Statement by Philip Lowe, Governor: Monetary Policy Decision 4 December 2018, Statement on Monetary
Policy – November 2018, RBA Statistical Tables: Labour Force.

9.

Industry analysis

Gold is a soft malleable metal which is highly desirable due to its rarity and unique mineral properties.
Gold has been used in jewellery and as a form of currency for thousands of years, however in more recent
history there has been increasing demand for its use in the manufacture of electronics, dentistry,
medicine and aerospace technology.
In addition to its practical applications, gold also serves as an international store of monetary value. Gold
is widely regarded as a monetary asset as it is considered less volatile than world currencies and therefore
provides a safe haven investment during periods of economic uncertainty.
Once mined, gold continues to exist indefinitely and is often melted down and recycled to produce
alternative or replacement products. Consequently, demand for gold is supported by both gold ore mining
and gold recycling. A summary of the supply of gold for the six years to 2017 and the three quarters of
2018 is provided in the table below:
Gold supply (tonnes)

2012

2013

2014

2015

2016

2017

Q1
2018

Mine production

2,911

3,073

3,150

3,223

3,263

3,269

770

835

875

(45)

(28)

105

13

33

(30)

6

(10)

(20)

Recycled gold

1,691

1,263

1,189

1,120

1,295

1,160

288

295

306

Total supply

4,557

4,308

4,444

4,356

4,591

4,399

1,064

1,120

Net producer hedging

Q2
2018

Q3
2018

1,161

Source: World Gold Council

The gold ore mining industry (the ‘Industry’) has performed steadily in recent years, with growth driven
by price increases and slow economic growth. The outlook for gold production appears to be optimistic as
several gold miners reported record levels of Q3 production in 2018.
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Key external drivers
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Global gold prices have a significant impact on the revenue generated by Industry operators. When gold
prices are low, gold miners are less likely to commit to projects with lower gold grades and higher
production costs. Ultimately, a decline in gold prices reduces the viability of new and existing projects,
which hinders Industry growth.
The global gold price is denominated in US dollars (‘USD’ or ‘US$’) and therefore, the exchange rate
directly affects the returns received by local Industry operators. A weaker Australian Dollar (‘AUD’)
benefits the domestic industry by reducing prices in export markets and pushing up domestic prices, likely
resulting in higher volumes.
Global demand for gold is also inversely related to global economic performance. As gold is regarded as a
store of value and is particularly sought after during periods of economic uncertainty, demand follows a
counter cyclical pattern. Strong global GDP growth can therefore have a negative impact on gold demand
and the Industry. According to IBIS World, global economic performance is expected to improve in 201819, reducing demand for gold. This however is offset by slowing gold output growth. As a result, Industry
revenue is projected to increase at an annualised 0.8% over the five years through 2023-24, to total $18.8
billion.

Gold ore mining trends
Gold ore mining is a capital intensive and high cost process, which is becoming increasingly difficult and
more expensive as the quality of ore reserves diminishes. The Industry also incurs many indirect costs
related to exploration, royalties, overheads, marketing and native title law. Typically, many of these costs
are fixed in the short term as a result of Industry operators’ inability to significantly alter cost structures
once a mine commences production.
Until the late 1980s, South Africa produced approximately half of the total gold ore mined globally. More
recently however, the Industry has diversified geographically and China and Australia now dominate global
gold production. According to the United States Geological Survey for January 2018, total estimated global
gold ore mined for 2017 was approximately 3,150 metric tonnes. The chart below illustrates the estimated
global gold production by country for 2017.
Gold mine production by country
2017 estimate
3%

3% 2% 2%

3%
4%

34%

5%
5%
7%
8%
9%

13%

Other
China
Australia
Russia
United States
Canada
Peru
South Africa
Mexico
Uzebekistan
Brazil
Ghana
Indonesia

Source: United States Geological Survey and BDO analysis
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Despite China leading global gold production in 2017, Australia, South Africa and Russia hold the largest
known gold reserves globally. As depicted below, collectively these three countries account for
approximately 42% of global gold reserves.
Gold reserves by country
2017 estimate
3%
4%

3%

2%

4%
25%
4%
5%
5%
5%

19%
11%
12%

Other
Australia
South Africa
Russia
Indonesia
Brazil
Peru
Canada
China
Uzebekistan
Mexico
Papua New Guinea
Ghana

Source: United States Geological Survey and BDO analysis

According to the 2017 US Geological Survey, Australia holds 9,800 tonnes of gold, representing 19% of
global reserves and the largest percentage held by any country. In 2018-19, IBIS World estimates domestic
Industry revenue to increase by 2.7% to reach $18.0 billion, boosted by increased domestic production.
Over the five years through 2022-23, it is forecast that revenue will grow at an annualised 0.8%, to reach
approximately $18.8 billion. However, rising production costs due to lower ore quality and higher
transportation costs are anticipated to reduce industry profitability over the period.

Gold prices
The price of gold peaked at US$1,900 on 5 September 2011, due largely to the debt market crisis in
Europe and the Standard and Poor’s downgrade of the US credit rating. Global stock markets subsequently
went into turmoil, which saw investors opt for the stability offered by gold.
The price of gold fluctuated around US$1,700 during 2012 before entering a steep decline in 2013. The
downturn represented the beginning of a correction in the price of gold, which had almost tripled in the
two-year period prior to the European crisis in 2011. Improved market sentiment and increased risk
appetite from investors saw gold prices continue to decline throughout 2014 and 2015 to US$1,051 in
December 2015.
During 2016, gold prices strengthened, likely as a result of heightened uncertainty surrounding the US
Presidential election and the United Kingdom’s exit from the European Union. The price of gold reached
US$1,363 in late 2016 before stabilising around US$1,200 to US$1,300 throughout 2017. In January 2018,
the gold price reached a six-month high of US$1,358. The gold spot price since 2008 and forecast prices
through to 2027 are depicted in the graph below:
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Source: Bloomberg, Consensus Economics and BDO Analysis

10. Valuation approach adopted
There are a number of methodologies which can be used to value a business or the shares in a company.
The principal methodologies which can be used are as follows:


Capitalisation of future maintainable earnings (‘FME’)



Discounted cash flow (‘DCF’)



Quoted market price basis (‘QMP’)



Net asset value (‘NAV’)



Market based assessment (such as a Resource Multiple)

A summary of each of these methodologies is outlined in Appendix 2.
Different methodologies are appropriate in valuing particular companies, based on the individual
circumstances of that company and available information.
It is possible for a combination of different methodologies to be used together to determine an overall
value where separate assets and liabilities are valued using different methodologies. When such a
combination of methodologies is used, it is referred to as a ‘sum-of-parts’ (‘Sum-of-Parts’) valuation.
The approach using the Sum-of-Parts involves separately valuing each asset and liability of the company.
The value of each asset may be determined using different methods as described above.
The component parts are then valued using the NAV methodology, which involves aggregating the
estimated fair market value of each individual company’s assets and liabilities.
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10.1 Valuation of Doray Prior to the Schemes
In our assessment of the value of Doray prior to the implementation of the Schemes, we have chosen to
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employ the following methodologies:


Sum-of-Parts as our primary methodology, which estimates the market value of a company by
assessing the realisable value of its identifiable assets and liabilities. The value of each asset and
liability may be determined using different methods and the component parts are then aggregated
using the NAV methodology. The value derived from this methodology reflects a control value. We
have also considered an implied resource multiple as a cross check to our valuation of Doray’s
Operating Assets and other mineral assets; and



QMP as our secondary methodology, as this represents the value that a Shareholder may receive
for a share if it were sold on market. The value derived from this methodology reflects a minority
interest value.

We have employed the Sum-of-Parts method in estimating the fair market value of Doray by aggregating
the estimated fair market values of its underlying assets and liabilities, having consideration to the:


Value of Doray’s 100% interest in Doray’s Operating Assets, applying the DCF methodology;



Value of Doray’s 100% interest in Andy Well based on the agreed sale price;



Value of Doray’s interest in the residual resources (Mineral Resources and advanced and early
stage exploration assets) not included in the DCF, having reliance on the valuation carried out by
an independent technical expert;



Value of other assets and liabilities of Doray, applying the cost approach under the NAV method;
and



Present value of Doray’s corporate overhead costs.

We have chosen these methodologies for the following reasons:


As Doray has one flagship project, its wholly owned Deflector mine, its core value is in the future
cash flows to be generated from the operations of Deflector;



Cash flows from Doray’s Operating Assets have a finite life and these cash flows may vary
substantially from year to year, rendering it suitable for a DCF valuation;



The residual resources held by Doray, not included in the DCF, are valued using alternative
valuation methodologies (including comparable transactions, yardstick approach and the
geoscientific factor method) by an independent technical expert as contained in the report in
Appendix 3;



The FME methodology is most commonly applicable to profitable businesses with steady growth
histories and forecasts. The FME methodology is also not considered appropriate for valuing finite
life assets such as mining assets; and



The QMP basis is a relevant methodology to consider because Doray shares are listed on the ASX,
therefore reflecting the value that a Shareholder will receive for a share sold on the market. This
means that there is a regulated and observable market where Doray shares can be traded.
However, in order for the QMP to be considered appropriate, the Company’s shares should be
liquid and the market should be fully informed on the Company’s activities.

Technical Expert
In performing our valuation of Doray’s 100% interest in Deflector using the DCF method, we have relied on
the technical assessment and valuation report prepared by Optiro Pty Ltd (‘Optiro’) dated 29 January
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2019 (‘Independent Technical Assessment and Valuation Report’) based on Optiro’s review of the
technical project assumptions contained in the cash flow model of Deflector. Additionally, we have relied
on Optiro’s valuation of the residual resources (Mineral Resources and exploration assets) not included in
the DCF valuation (‘Doray’s other mineral assets’), which is included in the Independent Technical
Assessment and Valuation Report.
Optiro’s Independent Technical Assessment and Valuation Report has been prepared in accordance with
the Australasian Code for Public Reporting of Technical Assessments and Valuation of Mineral Assets (2015
Edition) (‘the Valmin Code’) and the Australasian Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves (2012 Edition) (‘JORC Code’). We are satisfied with the valuation
methodologies adopted by Optiro, which we believe are in accordance with industry practices and
compliant with the requirements of the Valmin Code. The specific valuation methodologies used by Optiro
are referred to in the respective sections of our Report and in further detail in the Independent Technical
Assessment and Valuation Report contained in Appendix 3.

10.2 Valuation of the Proposed Merged Entity

Our valuation of 0.6772 shares in the Proposed Merged Entity includes:


The value of Doray;



The value of Silver Lake;



Any quantifiable corporate cost savings following the implementation of the Schemes;



Redundancy costs to be incurred as a result of the Schemes; and



The adjusted number of shares on issue following the implementation of the Schemes.

In our assessment of the value of 0.6772 shares in the Proposed Merged Entity following implementation of
the Schemes, we have chosen to employ the Sum-of-Parts valuation approach. Pursuant to RG 111.65, we
note that the expert should consider more than one methodology to reduce the risk of the expert’s
opinion being distorted by its choice of methodology. We have valued the Proposed Merged Entity using
the Sum-of-Parts approach only, however we have used a secondary valuation methodology in valuing all
material components of the Sum-of-Parts valuation. Accordingly, we consider our approach to be in
accordance with RG 111.
The valuation approaches used in assessing the value of Doray can be found in section 10.1 above.
In our assessment of the value of Silver Lake, forming a part of our valuation of the Proposed Merged
Entity, we have chosen to employ the following methodologies:


Sum-of-Parts as our primary methodology, which estimates the market value of a company by
assessing the realisable value of its identifiable assets and liabilities. The value of each asset and
liability may be determined using different methods and the component parts are then aggregated
using the NAV methodology. The value derived from this methodology reflects a control value; and



QMP as our secondary methodology, as this represents the value that a Shareholder may receive
for a share if it were sold on market. The value derived from this methodology reflects a minority
interest value.

We have employed the Sum-of-Parts method in estimating the fair market value of Silver Lake by
aggregating the estimated fair market values of its underlying assets and liabilities, having consideration
to the:
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Value of Silver Lake’s Operating Assets, applying the DCF methodology;



Value of Silver Lake’s interest in the residual resources (Mineral Resources and advanced and early
stage exploration assets) not included in the DCF, having reliance on the valuation carried out by
an independent technical expert;



Value of other assets and liabilities of Silver Lake, applying the cost approach under the NAV
method; and



Present value of the Proposed Merged Entity’s corporate overhead costs to be incurred which is
based on historical corporate costs incurred by Doray and Silver Lake and an analysis of the
corporate costs incurred by comparable ASX listed companies;

We have chosen these methodologies for the following reasons:


Silver Lake’s major project is Mount Monger, therefore its core value is in the future cash flows to
be generated from the operations at Mount Monger;



Cash flows from Mount Monger have a finite life and these cash flows may vary substantially from
year to year, rendering it suitable for a DCF valuation;



The residual resources held by Silver Lake, not included in the DCF, are valued using alternative
valuation methodologies by an independent technical expert as contained in the report in
Appendix 3;



The FME methodology is most commonly applicable to profitable businesses with steady growth
histories and forecasts. The FME methodology is also not considered appropriate for valuing finite
life assets such as mining assets; and



The QMP basis is a relevant methodology to consider because Silver Lake shares are listed on the
ASX, therefore reflecting the value that a shareholder will receive for a share sold on the market.
This means that there is a regulated and observable market where Silver Lake shares can be
traded. However, in order for the QMP to be considered appropriate, Silver Lake’s shares should
be liquid and the market should be fully informed on the Company’s activities.

Technical Expert
In performing our valuation of Silver Lake’s Operating Assets using the DCF method, we have relied on the
Independent Technical Assessment and Valuation Report prepared by Optiro including Optiro’s review of
the technical project assumptions contained in the cash flow model. Additionally, we have relied on
Optiro’s valuation of the residual resources (Mineral Resources and exploration assets) not included in the
DCF valuation (‘Silver Lake’s other mineral assets), which is included in the Independent Technical
Assessment and Valuation Report.
We are satisfied with the valuation methodologies adopted by Optiro, which we believe are in accordance
with industry practices and compliant with the requirements of the Valmin Code. The specific valuation
methodologies used by Optiro are referred to in the respective sections of our Report and in further detail
in the Independent Technical Assessment and Valuation Report contained in Appendix 3.

10.3 Valuation of the Scheme Options

The Scheme Options are unlisted options, therefore there is no regulated and observable market on which
they are traded. As such, we have used the Black Scholes option pricing model to value the Scheme
Options.

30

11. Valuation of Doray prior to the implementation of the Schemes

For personal use only

Our valuation of Doray involves the following:


Sum-of-Parts method as our primary valuation methodology (Section 11.1); and



QMP of Doray as our secondary valuation methodology (Section 11.3).

11.1 Sum-of-Parts

We have employed the Sum-of-Parts methodology in estimating the fair market value of a Doray share on
a control basis prior to the implementation of the Schemes, by aggregating the estimated fair market
values of its underlying assets and liabilities, having consideration of the following:


Value of Doray’s Operating Assets;



Cash flows related to the sale of Andy Well



Cash flows related to corporate overhead costs



A resource based valuation of the other mineral assets of Doray



Value of Doray’s other assets and liabilities

Our Sum-of-Parts valuation is set out in the table below:
Valuation of Doray prior to the Scheme

Ref

Low

Preferred

High

$'000s

$'000s

$'000s

Value of Doray's Operating Assets

11.1.1

56,000

63,000

70,000

Value of Doray's other mineral assets

11.1.2

20,000

25,000

30,000

Value of consideration to be received on sale of Andy Well

11.1.3

8,313

8,313

8,313

Value of other assets and liabilities

11.1.4

18,664

18,664

18,664

102,977

114,977

126,977

446,685,438

446,685,438

446,685,438

0.231

0.257

0.284

Total value of Doray prior to the Scheme (control)
Number of shares outstanding

11.1.5

Value per share ($) (control)

We have assessed the value of a Doray share prior to the implementation of the Schemes (on a control
basis) to be in the range of $0.231 to $0.284 with a preferred value of $0.257.
We note that Doray has 8,645,481 performance rights on issue. We have presented the undiluted value of
a Doray share prior to the implementation of the Share Scheme, because the performance rights vest
subject to hurdles, which if achieved, would likely be value accretive to Shareholders. The quantum of the
increase in value associated from achieving the vesting conditions is uncertain, therefore we do not
consider it appropriate to present the diluted value of a Doray share. The assumption of dilution would
not materially alter our values or opinion.

11.1.1

DCF valuation of Doray’s Operating Assets

The management of Doray has prepared a detailed forecast cash flow model (‘the Doray Model’) of its
operating assets, being the Company’s Deflector mine (‘Doray’s Operating Assets’). The Doray Model
estimates the future cash flows expected from production over the life of mine of Deflector, which has
been determined based on JORC Code compliant reserves. The Doray Model also includes the Company’s
forecast corporate costs.
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We have assessed the reasonableness of the Doray Model and the material assumptions that underpin it.
We have made certain adjustments to the Doray Model where it was considered appropriate, to arrive at
an adjusted model (‘Adjusted Doray Model’). In particular, we have adjusted the Doray Model to reflect
any changes to technical assumptions as a result of Optiro’s review, in addition to any changes to the
economic and other input assumptions that we consider appropriate as a result of our research.
The Doray Model was prepared based on estimates of Deflectors’ production profile, operating costs and
capital expenditure. The main assumptions underpinning the Doray Model and Adjusted Doray Model
include:


mining and processing volumes;



commodity prices;



operating costs;



development and sustaining capital expenditure;



rehabilitation costs;



foreign exchange rates;



corporate costs;



debt cash flows (assumed to be repaid during the financial year ending 30 June 2019);



royalties;



corporate tax; and



discount rate

We undertook the following analysis on the Doray Model:


analysed the Doray Model to confirm its integrity and mathematical accuracy;



appointed Optiro as technical expert to review, and where required, provide changes to the
technical assumptions underpinning the Doray Model;



conducted independent research on certain economic and other inputs such as commodity prices,
exchange rates, inflation, and the discount rate applicable to the future cash flows of Doray;



held discussions with Optiro to confirm the reasonableness of Doray’s forecast technical inputs;



performed sensitivity analysis on the value of Doray as a result of flexing key assumptions and
inputs.

We have not undertaken a review of the cash flow forecast in accordance with the Standards on Assurance
Engagement ASAE 3450 ‘Assurance Engagements involving Corporate Fundraising and/or Prospective
Financial Information’ and do not express an opinion on the achievability of the forecast. However,
nothing has come to our attention as a result of our procedures to suggest that the assumptions on which
the Adjusted Doray Model has been based have not been prepared on a reasonable basis.

Appointment of a technical expert
Optiro was engaged to prepare a report providing technical assessment of the assumptions underlying the
Doray Model. Optiro’s assessment involved the review and provision of opinion on the reasonableness of
the assumptions adopted in the Doray Model, including but not limited to:


mining physicals (including volume mined, recovery, and grade);



processing assumptions (including products recovery);



operating costs (comprising mining, processing and administration costs);
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capital expenditure (development and sustaining capital required);



rehabilitation; and



other relevant assumptions.

Optiro’s Independent Technical Assessment and Valuation Report is included in Appendix 3.

Limitations
Since forecasts relate to the future, they may be affected by unforeseen events and they depend, in part,
on the effectiveness of management’s actions in implementing the plans on which the forecasts are based.
Accordingly, actual results may vary materially from the forecasts included in the Adjusted Doray Model,
as it is often the case that some events and circumstances frequently do not occur as expected, or are not
anticipated, and those differences may be material.

Economic assumptions
Inflation
Metal prices obtained from our research sources are quoted on a nominal basis. Therefore, we applied
inflation to the Doray Model in order to convert the cash flows to nominal terms in the Adjusted Doray
Model.
We have adopted an annual inflation rate of 2.3% which is based on the average forecast inflation rate as
sourced from Bloomberg, whilst also giving consideration to historical inflation rates in Australia. Our
assessment of forecast inflation is supported by the fact it lies within the RBA’s inflation target of 2% to
3%.
Foreign Exchange
Metal prices obtained from our research are quoted in nominal USD terms. We have converted the metal
prices from USD to AUD at the following forecast exchange rates:
Exchange Rates
USD:AUD

CY 2018
0.72

CY 2019

CY 2020

CY 2021

CY 2022

0.73

0.75

0.75

0.75

Source: Bloomberg and BDO analysis
*CY = Calendar Year

Gold Prices
In forming our view of the forecast gold prices, we have had regard to both historical gold prices from
Bloomberg as well as consensus analyst views on forecast pricing, as published by Consensus Economics.
Based on our analysis, we have adopted the following nominal forecast metal prices:
Gold prices
Gold (US$/oz)

CY 2018

CY 2019

CY 2020

CY 2021

CY 2022

1,237

1,269

1,328

1,340

1,354

Source: Consensus economics and BDO analysis
*CY = Calendar Year

We have also reflected Doray’s hedging program in our Adjusted Doray Model.
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Mining physicals
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Deflector is currently producing, with a current expected remaining mine life of approximately four years.
The graphs below show the forecast ore to be mined and processed over the remaining life of mine. In
the charts below, financial year 2019 represents the eight months ended 30 June 2019.
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Source: Adjusted Doray Model and BDO analysis
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Source: Adjusted Doray Model and BDO analysis

Operating costs
The operating costs included in the Adjusted Doray Model include mining, processing, site administration,
owner and contractor costs, royalties, health and safety costs and refining charges. In preparing the
Adjusted Doray Model, we have applied our inflation assumption of 2.3% per annum to the forecast
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operating costs. Optiro has confirmed the reasonableness of the forecast operating cost assumptions
having considered the costs incurred historically and by assessing the forecast per tonne operating costs in
the context of their experience with mining projects in Australia. The forecast operating costs for
Deflector is illustrated in the charts below.
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Source: Adjusted Doray Model and BDO analysis

Capital expenditure
The capital expenditure requirements for Deflector relate to underground mining and sustaining capital
costs which equate to a total of approximately $35.9 million over the life of mine (on a nominal basis).
The forecast capital expenditure (on a nominal basis), required for Deflector is set out in the chart below.
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Source: Adjusted Doray Model and BDO analysis
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Gold and silver metal produced from Doray’s Operating Assets is subject to a 2.5% royalty (Western
Australian State Government ad valorem royalty) and 5.0% on copper produced in concentrate. In
addition, a 1% royalty on gross revenue is payable to Gullewa Ltd.

Taxation
As at 30 June 2018, Doray has approximately $98.5 million of carried forward revenue tax losses available
to utilise against taxable income. Therefore, based on the forecast cash flows included in the Adjusted
Doray Model, Doray has an effective tax rate of 0% over the forecast period.
Given the nature of the continuity of ownership test (‘COT’), Doray’s ability to utilise carried forward tax
losses must be assessed at each reporting date, therefore there is a risk that this may change. However,
based on the 30 June 2017 lodged income tax return, 30 June 2018 Tax Effect Accounting calculations, tax
loss workings and COT assessment prepared by the Company’s tax advisor, which was reviewed by BDO
Corporate Tax (WA) Pty Ltd (‘BDO Tax’), we consider that we have reasonable grounds to assume this
assumption will hold over the forecast period.

Debt repayment
As at 30 June 2018, Doray’s total debt amounted to $21.2 million ($15.0 million as at 31 October 2018).
Based on our discussions with the management, and the review of the financial forecast, Doray plans to
repay the entire debt during the first quarter of 2019. The cash flows we have used for the purpose of our
valuation take into account any future debt repayments by Doray.

Corporate costs
We have applied our forecast inflation rate of 2.3% to the forecast corporate costs included in the Doray
Model to determine the corporate costs for the Adjusted Doray Model. Overall, corporate costs are
declining for each of the years ended 30 June 2017 and 30 June 2018. Corporate costs are forecast to
continue to decline mainly as a result of management’s ongoing administration cost saving efforts.
The table below indicates a reduction in the corporate and other expenses from FY16 to FY18 and the
forecast corporate costs from FY19 to FY22:

Corporate and other expenses

FY16

FY17

FY18

FY19*

FY20

FY21

FY22

$000’s

$000’s

$000’s

$000’s

$000’s

$000’s

$000’s

8,555

7,799

7,026

5,997

5,565

5,669

5,238

*FY19 includes three months of actual corporate costs to 30 September 2018 and forecast corporate costs for the nine months ended
30 June 2019
Source: Audited financial statements of Doray for the years ended 30 June 2016, 30 June 2017 and 30 June 2018 for the historical
corporate costs and the Adjusted Doray Model for the forecast corporate costs

Based on our discussions with management and the information provided to us, we believe that the
management of Doray is committed to follow its cost reduction efforts in relation to the corporate costs,
therefore we have a reasonable basis for including these corporate costs in the Adjusted Doray Model. The
forecast level of corporate costs as set out above are supported by our assessment of comparable
company corporate costs in section 12.1.6.
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The Adjusted Doray Model also includes total rehabilitation costs of $26.4 million (in nominal terms) and
with $21.7 million in nominal terms forecast to be paid by 2023 and a total of $4.6 million in nominal
terms) to be incurred over the 10 years ending 2033. Optiro has confirmed that the rehabilitation costs
reflected in the Adjusted Doray Model and the timing of these forecast costs are reasonable.

Trade receivables and trade payables
We have reflected trade debtors and trade payables in the Adjusted Doray Model. The remaining trade
debtors and trade payables at the end of the forecast period have been accounted for in the Adjusted
Doray Model as a cash inflow and outflow, respectively.

Inventories
We have reflected the inventory on hand, being ore stock, concentrate on hand, gold in circuit, bullion on
hand and store consumables in the Adjusted Doray Model. We have assumed all inventories except store
consumables are sold by the end of the forecast period.

Discount rate
In our assessment of an appropriate discount rate to apply to the cash flows of Doray, we consider the
most appropriate discount rate to be Doray’s cost of equity. This is because Doray plans to repay its entire
debt during the quarter ending 31 March 2019 and the management has no plans to acquire any debt in
the future. Hence the long term target capital structure of Doray is debt free.
We have selected a nominal cost of equity in the range of 7.6% to 10.5% per annum to discount the cash
flows of the Doray to their present value. We have used a rounded midpoint discount rate of 9% in our
base case.
In selecting this range of discount rates, we have considered the following:


the rate of return for comparable ASX listed gold producing companies; and



the risk profile of Doray as compared to the comparable companies identified.

A detailed consideration of how we arrived at our adopted discount rate range is shown in Appendix 4.

Sensitivity analysis
Our valuation of the Doray’s Operating Assets is sensitive to changes in the forecast commodity prices,
operating expenditure, capital expenditure and foreign exchange rates. We have therefore included a
sensitivity analysis to consider the value of the Doray’s Operating Assets under various pricing scenarios
and in applying:


a change of +/- 8% to the gold price;



a change of +/- 8% to operating costs;



a change of +/- 8% to capital costs;



a change of +/- 8% to the AUD/USD exchange rate; and



a discount rate in the range of 7% to 11%.
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The following sensitivities have been prepared to assist Shareholders in considering the potential effects
to the value of Doray’s Operating Assets if our base case assumptions change:
Sensitivity Analysis of the value of Doray's Operating Assets

Percentage change

($'000)

($'000)

($'000)

($'000)

Gold price
(US$/oz)

Operating costs

Exchange rate
(AUD/USD)

Capital costs

-8%
-6%

37,658
43,898

84,879
79,313

91,253
85,030

65,270
64,607

-4%
-2%

50,139
56,379

73,749
68,184

77,247
69,784

63,945
63,282

0%
2%

62,619
68,860

62,619
57,055

62,619
55,736

62,619
61,957

4%
6%

75,100
81,340

51,490
45,926

49,117
42,747

61,294
60,631

8%

87,141

40,361

36,614

59,969

Source: Adjusted Doray Model and BDO analysis

Discount Rate
Discount rate (%)
Operating assets value ($'000)

7.0%
64,002

8.00%
63,313

9.0%
62,619

10.0%
61,922

11.0%
61,223

Source: Adjusted Doray Model and BDO analysis

In considering the above sensitivities, Shareholders should note the following:


the variables described above may have compounding or offsetting effects and are unlikely to
move in isolation;



the variables for which we have performed sensitivities are not the only variables which are
subject to deviation from the forecast assumptions; and



the sensitivities performed do not cover the full range of possible variances from the base case
assumptions used (i.e. variances could be greater than the percentage increases or decreases set
out in this analysis).

We also note that we have presented the above sensitivities to highlight the sensitivity of the value of
Deflector to changes in pricing and other assumptions. If we were to use the above sensitivities to form
the basis of our assessed value then the range would be so wide such that it would not provide meaningful
information for Shareholders.
Based on the above analysis we consider the value of Doray’s Operating Assets to be in the range of $56
million to $70 million with a preferred value of $63 million.

11.1.2

Value of other mineral assets

We have instructed Optiro to independently value Doray’s other mineral assets. The fair market value of
Doray’s other mineral assets on a 100% basis lies within the range of $20.0 million to $30.0 million, with a
preferred value of $25.0 million. Further information on the methodologies applied and the valuation
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results obtained can be found in the Independent Technical Assessment and Valuation Report contained in
Appendix 3 of our Report.

11.1.3

Value of consideration to be received on sale of Andy Well

On 24 December 2018, Doray and Westgold announced that the companies had signed a binding term sheet
in relation to the sale of Doray’s Andy Well and Gnaweeda Gold Projects to Westgold. Further details of
this announcement can be found under Recent Corporate Events in section 5.3 of our Report.
As detailed in section 5.3, the Company is to receive upfront cash consideration of $2.5 million. We have
calculated the present value of this cash receipt net of any costs to sell (such as legal and other advisory
fees) to be $1.8 million. Pursuant to the term sheet, the Company will also receive Westgold shares with a
total value of $6.5 million, based on the 30-day volume weighted average price up to the date of
execution of the transaction.
We note that there is also deferred consideration which is payable upon either Andy Well or Gnaweeda
meeting production targets (which are detailed in section 5.3). Based on our discussions with the
management of Doray, there is no certainty around the achieving of the production targets nor the timing
of the targets being met (if they are to be achieved). Further, we note that no production plan has been
mutually agreed between Doray and Westgold. Therefore, we do not consider that we have reasonable
grounds to value the deferred consideration and therefore have not assigned value to this component of
the consideration.

11.1.4

Other Assets and Liabilities

Other assets and liabilities of Doray represent the non-operating assets and liabilities, the economic
impact of which have not been captured in the Adjusted Doray Model. From our discussions with Doray and
analysis of these other assets and liabilities, outlined in the table below, we do not believe that there is a
material difference between their book value and their fair value unless an adjustment has been noted
below.

Note

Audited

Adjusted

as at

value

30-Jun-18
$'000s

$'000s

CURRENT ASSETS
Cash and cash equivalents

a

23,926

18,463

Trade and other receivables

b

2,111

-

Inventories

c

6,950

-

Prepayments

1,169

1,169

Investments in listed entities

d

226

274

Disposal group classified as held for sale

e

13,422

-

47,804

19,906

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Trade and other receivables

b

7

-

Property, plant and equipment

f

60,883

386

Exploration and evaluation assets

g

35,737

-

Mine development assets

h

31,522

-
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Note

Audited

Adjusted

as at

value

30-Jun-18
$'000s

$'000s

23,707

-

TOTAL NON-CURRENT ASSETS

151,856

386

TOTAL ASSETS

199,660

20,292

Deferred tax assets

i

CURRENT LIABILITIES
Trade and other payables

j

14,507

-

Provisions

k

3,599

920

Borrowings

l

18,124

708

Liabilities directly associated with disposal group classified as held for sale

e

3,642

-

39,872

1,628

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Provisions

m

17,403

-

Borrowings

l

3,075

-

TOTAL NON-CURRENT LIABILITIES

20,478

-

TOTAL LIABILITIES

60,350

1,628

139,310

18,664

NET ASSETS

Source: Audited financial statements of Doray for the year ended 30 June 2018 and BDO analysis

We have not undertaken a review of Doray’s unaudited accounts in accordance with Australian Auditing
and Assurance Standard 2405 ‘Review of Historical Financial Information’ and do not express an opinion on
this financial information. However, nothing has come to our attention as a result of our procedures that
would suggest the financial information within the management accounts has not been prepared on a
reasonable basis.
We note the following in relation to the above valuation of Doray’s other assets and liabilities

Note a: Cash and cash equivalents
We have adjusted the audited cash position at 30 June 2018 to reflect the actual cash balance at 31
October 2018 (being the start date of the Adjusted Doray Model) per the Company’s management
accounts. We have reconciled the movements in cash between these two dates to ensure that the
movements in cash are reflected appropriately elsewhere in our valuation. Further, we have obtained
bank statements and bank reconciliations supporting the balance per the Company’s management
accounts. Our adjusted cash position is set out in the table below:
Cash and cash equivalents
Cash and cash equivalents at 30 June 2018
Net cash used in operations to 31 October 2018
Adjusted cash and cash equivalents

$'000s
23,926
(5,463)
18,463

Source: Audited financial statements for the year ended 30 June 2018, management accounts for the four months ended 31 October
2018 and management information
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For the purpose of our valuation we have adjusted the trade and other receivable balance of $2.1 million
as at 30 June 2018 to nil as these are included in the Adjusted Doray Model and therefore reflected in the
value of Doray’s Operating Assets.

Note c: Inventories
For the purpose of our valuation we have adjusted the inventories balance of $7.0 million as at 30 June
2018 to nil as these are included in the Adjusted Doray Model and therefore reflected in the value of
Doray’s Operating Assets.

Note d: Investment in listed entities
During the year ended 31 December 2018, Doray reached an agreement with its JV partner at Horse Well,
Alloy, for Alloy to purchase 11% equity in the Horse Well Gold Project JV from Doray, and assume
management control. In return, Doray received total consideration of $300,000 cash and $200,000 in Alloy
shares (32,258,065 shares). In addition, Doray retains a claw-back right to regain 51.0% in the project,
upon delineation of a JORC (2012) Mineral Resource of 1.5 million ounces of gold and repayment of Alloy
of 3 times its exploration expenditure.
Alloy shares that Doray received as part of this transaction were held in escrow until 25 July 2018.
For the purpose of our valuation we have adjusted the carrying value of the shares in Alloy (per the
financials of Doray) to reflect the market price (being the 30 day VWAP as at 8 January 2019), resulting in
a value of $119,355.
We have also increased the investment in listed entities to reflect the 11 million shares received in
Thundelarra on sale of Abbotts, which we have valued at $155,000 based on the 30-day volume weighted
average price on 8 January 2019.

Note e: Disposal group classified as held for sale
As at 30 June 2018, the assets and liabilities (mainly provision for rehabilitation) related to Andy Well
have been classified as disposal group held for sale in line with the Accounting Standard AASB 5 (noncurrent assets held for sale and discontinued operations). For the purpose of our valuation we have
separately assessed the present value of sale proceeds and other considerations received from the sale of
Andy Well and have therefore adjusted the assets and liabilities related to Andy Well to nil.

Note f: Property, plant and equipment
We have adjusted the property, plant and equipment (‘PPE’) balance of $60.9 million as at 30 June 2018
to $386,000 which only related to PPE assets not related to mining activities. The remaining amount of
mining related PPE is reflected in the value of Doray’s Operating Assets and other mineral assets.

Note g: Exploration and evaluation assets
We have adjusted the exploration and evaluation assets balance of $35.74 million as at 30 June 2018 to nil
as these costs are reflected in the value of Doray’s Operating Assets and other mineral assets.
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We have adjusted the mine development assets balance of $31.52 million as at 30 June 2018 to nil as
these costs are reflected in the value of Doray’s Operating Assets and other mineral assets.

Note i: Deferred tax
We have adjusted the deferred tax asset balance of $23.71 million as at 30 June 2018 to nil as the
deferred taxes relate to carry forward tax losses. These carry forward tax losses are reflected in the
Adjusted Doray Model, therefore we have adjusted it to nil in our assessment of the value of other assets
and liabilities. BDO Tax has confirmed the reasonableness of the tax assumptions in the Adjusted Doray
Model as detailed in section 11.1.1.

Note j: Trade and other payables
For the purpose of our valuation we have adjusted the trade and other payables balance of $14.51 million
as at 30 June 2018 to nil as these are included in the Adjusted Doray Model and therefore reflected in the
value of Doray’s Operating Assets.

Note k: Provisions – current
We have adjusted the audited current provisions balance at 30 June 2018 to reflect the current employee
provisions balance of $0.92 million at 31 October 2018. We have removed the amount of $1.91 million at
31 October 2018 as this relates to a provision for the payment of stamp duty to the Office of State
Revenue, which is included in the Adjusted Doray Model and therefore is reflected in the value of Doray’s
Operating Assets. We have also removed a provision which arose as a result of the acquisition of Mutiny in
2015 as this was written off subsequent to 30 June 2018 and prior to 31 October 2018.

Note l: Borrowings
Borrowings mainly relate to bank loans. As at 30 June 2018, total bank loans amounted to $20.5 million.
During the four months ended 31 October 2018, Doray repaid $5.5 million resulting in a balance of $15.0
million as at 31 October 2018. Doray plans to repay the total outstanding amount of the bank loan during
the financial year ending 30 June 2019, therefore it is classified as current as at 31 October 2018. The
remaining $0.71 million of current borrowings relate to finance lease liabilities.

Note m: Non-current provisions
Doray’s non-current provisions mainly relate to its rehabilitation provision amounting to approximately
$17.4 million for Deflector. For the purpose of our valuation, we have used the latest estimates of the
future cash flows related to the rehabilitation costs, adjusted them for inflation, and discounted them to
arrive at their present value as at the valuation date. Therefore, we have adjusted the carrying value of
the non-current provisions to nil.

11.1.5

Number of shares outstanding

As detailed in section 5.6, the number of shares on issue as at the date of our Report is 446,685,438. We
note that Doray has 8,645,481 performance rights on issue. Our valuation of a Doray share prior to the
implementation of the Share Scheme is on an undiluted basis because the performance rights vest subject
to hurdles, which if achieved, would likely be value accretive to Shareholders. The quantum of the
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consider it appropriate to present the diluted value of a Doray share.
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Doray also has 4,432,816 options on issue, however these options are currently out-of-the-money,
therefore we have not assumed exercise of these options and have therefore presented an undiluted value
of a Doray share.

11.2 Cross check of valuation of Doray’s Operating Assets and Other Mineral
Assets

In order to provide additional support to our valuation of Doray’s Operating Assets and Other Mineral
Assets, we have calculated an implied resource multiple. We have then compared these implied resource
multiples to the comparable transaction analysis conducted by Optiro in Appendix 3, with our findings set
out below.
Implied resource multiple

Low

Preferred

High

Value of Doray's Operating Assets ($’000)

56,000

63,000

70,000

Value of Doray's other mineral assets ($’000)

20,000

25,000

30,000

76,000

88,000

100,000

873

873

873

87

101

115

Gold equivalent units (k oz)
Implied resource multiple (A$/oz)

Source: BDO analysis

We have assessed the above implied resource multiples with reference to the resource multiples used in
valuing Doray’s residual resource outside of the life of mine plan. As detailed in Appendix 3, Optiro have
used a resource multiple in the range of $40 to $60 per ounce of contained gold. Our implied multiples
presented above of $87 per ounce to $115 per ounce are higher than the assessed multiples used to value
the residual resource, which is expected as the resource and reserve included in the DCF has a greater
level of certainty than the residual resource selected. We also note that the comparable transactions
selected to arrive at a range of resource multiples were predominantly for pre-production assets. Optiro
has confirmed the reasonableness of the above resource multiple range as a cross check to the value of
Doray’s Operating Assets and other mineral assets.

11.3 Quoted Market Prices for Doray Securities

The quoted market value of a company’s shares is reflective of a minority interest. A minority interest is
an interest in a company that is not significant enough for the holder to have an individual influence in the
operations and value of that company.
RG 111.11 suggests that when considering the value of a company’s shares for the purposes of a control
transaction, the expert should consider a premium for control. An acquirer could be expected to pay a
premium for control due to the advantages they will receive should they obtain 100% control of another
company. These advantages include the following:


control over decision making and strategic direction;



access to underlying cash flows;



control over dividend policies; and



access to potential tax losses.
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RG 111.13 states that the expert can then consider an acquirer’s practical level of control when
considering reasonableness. Reasonableness has been considered in section 16.
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Therefore, our calculation of the quoted market price of a Doray share including a premium for control
has been prepared in two parts. The first part is to calculate the quoted market price on a minority
interest basis. The second part is to add a premium for control to the minority interest value to arrive at
a quoted market price value that includes a premium for control.

Minority interest value
Our analysis of the quoted market price of a Doray share is based on the pricing prior to the
announcement of the Schemes. This is because the value of a Doray share after the announcement may
include the effects of any change in value as a result of the Schemes. However, we have considered the
value of a Doray share following the announcement when we have considered reasonableness in section
16.
Information on the Schemes were announced to the market on 14 November 2018. Therefore, the
following chart provides a summary of the share price movements over the 12 months to 13 November
2018, which was the last trading day prior to the announcement.

0.45
0.40
0.35
0.30
0.25
0.20
0.15
0.10
0.05
0.00

9.0
8.0
7.0
6.0
5.0
4.0
3.0
2.0
1.0
-

Volume

Volume (millions)

Share Price ($)

Doray share price and trading volume history

Closing share price

Source: Bloomberg

The daily price of Doray shares from 14 November 2017 to 13 November 2018 has ranged from a low of
$0.16 on 7 December 2017 to a high of $0.42 on 24 October 2018. The daily volume of Doray shares traded
fluctuated largely over the course of the year. The highest single day of trading during the assessed period
was on 22 February 2018, where 8,016,719 shares were traded.
During this period a number of announcements were made to the market either by Doray or by the crossreleases of other ASX-listed entities (namely Alloy and Thundelarra). The key announcements are set out
below:
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Date

Announcement

Closing Share Price
Following
Announcement

Closing Share Price
Three Days After
Announcement

$ (movement)

$ (movement)

30/10/2018

Quarterly Activities Report

0.360

17/10/2018

Sale of Abbotts Gold Exploration Project to
Thundelarra
Doray Divests Andy Well to Galane

0.375

20/09/2018

100,000oz Da Vinci Resource sets Doray on Path to
Achieve Target

0.355

30/08/2018

Preliminary Final Report

0.350

15/08/2018

High Grade Drill Results at Da Vinci

0.345

10/08/2018

Mining Resumed at Deflector Mine

0.350

09/08/2018

Update on Incident at Deflector Mine

0.345

08/08/2018

Incident at Deflector Gold Copper Mine

0.350

27/07/2018

Quarterly Activities Report

0.355

23/07/2018

0.385

11/07/2018

Doray Announces Significantly Improved Life of Mine
Plan
Annual Mineral Resources and Ore Reserves Statement

09/07/2018

AYR Announces Big New Targets at Horse Well JV

0.340

26/06/2018

AYR High Grade RC Drill Results

0.315

20/06/2018

FY19 Production Guidance for Deflector

0.310

07/06/2018

Deflector Mine Geology Update

0.310

24/04/2018

Quarterly Activities Report

0.300

17/04/2018

Da Vinci Delivers High Grades from Infill Drilling

0.265

28/03/2018

Da Vinci Underground Development Commenced

0.290

20/03/2018

New Lode Discovered at Deflector

0.270

09/03/2018

0.275

01/03/2018

S&P Dow Jones Announces Quarterly Rebalance of
Indices
Doray Reduces Debt by $18m

27/02/2018

Appendix 4D and Half Year Report

0.275

22/02/2018

Successful Completion of $25m Placement

0.275

29/01/2018

Quarterly Activities Report

0.250

29/01/2018

Alloy Regains Control of Horse Well Gold Project

0.250

12/01/2018

0.285

11/12/2017

Amendment - Infill Drilling Confirms High Grades at Da
Vinci
Record Underground Production at Deflector

01/12/2017

Expiry of Gnaweeda Mou with Westgold

0.185

05/10/2018

0.355

0.345

0.260

0.180

 7.7%
 2.7%

0.360

 2.9%
 6.0%

0.325









1.4%

0.345

4.5%

0.340

1.4%

0.345

1.4%

0.330

4.5%

0.340

5.3%

0.310

6.9%

0.375







1.5%

0.340

3.0%

0.340

0.0%

0.310

6.9%

0.315

0.0%

0.300







3.4%

0.290

0.0%

0.275

0.0%

0.275

0.0%

0.275

0.0%

0.260

 7.1%
 8.3%
 14.1%

0.275

 10.7%
 10.7%
 7.5%

0.255

 5.9%
 2.6%

0.195

0.415

0.345

0.260
0.275
0.255
0.295

0.165




0.0%
10.7%




8.5%









1.4%

2.8%

1.4%
1.4%
4.3%
2.9%
12.7%
2.6%







1.4%







3.3%





5.8%





2.0%




0.0%
1.6%
1.6%
3.2%
3.8%
5.2%
1.9%
5.5%

5.5%
0.0%
2.0%
3.5%
8.3%
10.8%

Source: Bloomberg, BDO analysis

On 11 December 2017, Doray announced record underground production at the Deflector mine for the
month of November, producing a total of 5,895 ounces of gold. The Doray share price increased 5.9% on
the date of the announcement to close at $0.180, before increasing a further 8.3% over the subsequent
three-day period to close at $0.195.

45

For personal use only

On 12 January 2018, Doray announced the results of infill drilling at the Da Vinci Lode. On the date of the
announcement, the Doray share price increased by 7.5% to close at $0.285, before increasing a further
3.5%, over the subsequent three-day period to close at $0.295.
On 29 January 2018, the following announcements were made:



Alloy announced that it had acquired an 11% interest in the Horse Well JV from Doray, taking its
total interest to 51%. Doray received $300,000 in cash, as well as 32,258,065 shares in Alloy; and
the Company released its Quarterly Activities Report. The report highlighted record quarterly
production of 16,810 ounces of gold, and 833 tonnes of copper.

On the date of the aforementioned announcements, the share price decreased by 10.7% to close at
$0.250, before increasing by 2.0% over the subsequent three-day trading period.
On 22 February 2018, Doray announced that it had successfully completed a $25 million placement,
through the issue of 89.3 million shares, issued in two tranches at $0.28 each. On the date of the
announcement the share price decreased by 14.1% to close at $0.275.
On 27 February 2018, the Company released its half year report to the market, which noted an after tax
loss for the period of $8.03 million. The Company noted the loss was primarily a result of low production
at Deflector in July 2017 and August 2017, as it ramped up. On the date of the announcement the share
price decreased by 8.3% to close at $0.275, before declining a further 5.5%, over the subsequent three day
trading period to close at $0.260.
On 1 March 2018, Doray announced that it had reduced its debt with Westpac by $18.00 million. Following
the reduction of the debt facility, Doray’s total debt stood at $29.50 million. The Company’s share price
decreased by 7.1% on the date of the announcement to close at $0.260, before increasing 5.8% over the
subsequent three day trading period to close at $0.275.
On 20 June 2018, Doray released its 2019 financial year production guidance for Deflector. The Company
forecast production to be between 80,000 and 85,000 ounces for the 2019 financial year. The share price
increased by 6.9% on the date of the announcement, to close at $0.310, before increasing by a further
1.6% over the subsequent three day trading period to close at $0.315.
On 23 July 2018, Doray announced an improved life of mine (‘LoM’) plan for Deflector, with the updated
LoM expected to end in mid-2022. On the date of the announcement the share price increased by 6.9% to
close at $0.385, before declining 2.6% over the subsequent three-day trading period.
On 27 July 2018, the Company released its Quarterly Activities Report, which highlighted key
developments during the quarter including the identification of a new lode within the Deflector
mineralised system and continued exploration and evaluation work at the Da Vinci Lode. On the date of
the announcement the share price decreased by 5.3% to close at $0.355, before declining a further 12.7%
over the subsequent three-day period to close at $0.310.
On 8 August 2018, the Company reported that there had been a fire at Deflector which involved an
underground loader, and that operations had been temporarily halted. On the date of the announcement
the share price increased by 4.5% to close at $0.350, before declining by 2.9% over the subsequent three
day trading period to close at $0.340.
On 20 September 2018, Doray announced an updated Mineral Resource and the results of drilling at the Da
Vinci Lode. The results indicated some high grade gold and copper mineralisation. On the date of the
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announcement, the share price increased 6.0% to close at $0.355, before decreasing by 2.8% over the
subsequent three day period to close at $0.345.
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On 5 October 2018, Doray announced the execution of a conditional agreement for the divestment of Andy
Well to Galane for $10.00 million, in the form of three staged $3.00 million cash payments and $1.00
million of Galane shares or $1.00 million cash, at Galene’s election. The Company’s share price rose by
2.9% to $0.355, on the date of the announcement, before decreasing by 8.5%, over the subsequent threeday trading period to close at $0.325.
On 17 October 2018, the Doray released an announcement from Thundelarra, in which Thundelarra
disclosed that it had reached an agreement with Doray to acquire Abbotts in exchange for 11 million
Thundelarra shares. On the date of the announcement the Doray share price rose 2.7%, to close at $0.375,
before increasing a further 10.7% over the subsequent three-day trading period to close at $0.415.
On 30 October 2018, the Company released its Quarterly Activities Report. The report highlighted record
quarterly production of 19,683 ounces of gold and 635 tonnes of copper, as well as the commencement of
the $10.00 million exploration program for the year ending 30 June 2019. The Company’s share price
increased 7.7% on the date of the announcement to close at $0.360.
To provide further analysis of the market prices for a Doray share, we have also considered the weighted
average market price for 10, 30, 60 and 90 day periods to 13 November 2018.
Share Price per unit
Closing price
Volume weighted average price (VWAP)

13-Nov-18

10 Days

30 Days

60 Days

90 Days

$0.358

$0.373

$0.356

$0.350

$0.350

Source: Bloomberg, BDO analysis

The above weighted average prices are prior to the date of the announcement of the Schemes, to avoid
the influence of any increase in price of Doray shares that has occurred since the Schemes were
announced.
An analysis of the volume of trading in Doray shares for the twelve months to 13 November 2018 is set out
below:
Trading days

Share price

Share price

Cumulative volume

As a % of

1 Day

low
$0.345

high
$0.360

traded
825,933

Issued capital
0.18%

10 Days
30 Days

$0.345
$0.320

$0.375
$0.420

7,786,570
29,494,279

1.74%
6.60%

60 Days
90 Days

$0.305
$0.300

$0.420
$0.420

51,960,189
89,229,479

11.63%
19.98%

180 Days
1 Year

$0.235
$0.160

$0.420
$0.420

179,586,900
271,609,970

40.20%
60.81%

Source: Bloomberg, BDO analysis

This table indicates that Doray’s shares display a high level of liquidity, with 60.81% of the Company’s
current issued capital being traded over a twelve-month period and 1.74% of its issued capital traded over
the ten trading day period prior to the announcement of the Schemes. RG 111.69 states that for the
quoted market price methodology to be an appropriate methodology there needs to be a ‘liquid and
active’ market in the shares and allowing for the fact that the quoted price may not reflect their value
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should 100% of the securities not be available for sale. We consider the following characteristics to be
representative of a liquid and active market:
Regular trading in a company’s securities;



Approximately 1% of a company’s securities are traded on a weekly basis;



The spread of a company’s shares must not be so great that a single minority trade can significantly
affect the market capitalisation of a company; and



There are no significant but unexplained movements in share price.
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A company’s shares should meet all of the above criteria to be considered ‘liquid and active’, however,
failure of a company’s securities to exhibit all of the above characteristics does not necessarily mean that
the value of its shares cannot be considered relevant.
In the case of Doray, we consider the shares to be highly liquid, on the basis that greater than 1% of
securities has been traded weekly on average, with 60.81% of the Company’s issued capital being traded
in the last 12 months.
Our assessment is that a range of values for Doray shares based on market pricing, after disregarding post
announcement pricing, is between $0.350 and $0.370.

Control Premium
We have reviewed the control premiums paid by acquirers of companies listed on the ASX. We have
summarised our findings below:
Gold mining companies
Year
2018

Number of Transactions
3

Average Deal Value (A$m)
29.41

Average Control Premium (%)
52.18

2017
2016

2
5

13.74
19.15

41.04
51.38

2015
2014

4
7

56.22
141.00

53.80
50.46

2013
2012

5
6

194.82
137.84

46.52
57.98

2011
2010

5
9

1032.94
1124.19

41.35
52.53

Year
2018

Number of Transactions
9

Average Deal Value (A$m)
96.17

Average Control Premium (%)
54.49

2017
2016

4
13

16.20
59.54

28.55
74.92

2015
2014

9
15

340.82
118.46

57.86
47.88

2013
2012

17
18

117.99
207.01

63.99
52.45

2011
2010

21
21

811.55
555.11

37.42
50.61

Source: Bloomberg, BDO Analysis

General mining companies

Source: Bloomberg, BDO Analysis
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All ASX listed companies
Year
2018

Number of Transactions
28

Average Deal Value (A$m)
1454.98

Average Control Premium (%)
43.85

2017
2016

28
42

1009.52
718.51

42.67
49.58

2015
2014

33
45

850.04
518.59

33.23
40.00

2013
2012

41
52

128.21
472.10

50.99
51.68

2011
2010

68
53

891.85
574.61

44.43
44.37

Source: Bloomberg, BDO Analysis

The mean and median of the entire data sets comprising control transactions from 2010 onwards for gold
mining companies and all ASX listed companies, respectively, is set out below.

Entire data set
metrics
Mean
Median

Gold mining companies
Deal value
Control
(A$m)
premium (%)
410.96
50.52
35.58

General mining companies
Deal value
Control
(A$m)
premium (%)
325.11
52.74

44.72

43.46

41.51

All ASX listed companies
Deal value
Control
(A$m)
premium (%)
694.79
45.01
108.98

34.85

Source: Bloomberg, BDO Analysis

In arriving at an appropriate control premium to apply we note that observed control premiums can vary
due to the:


Nature and magnitude of non-operating assets;



Nature and magnitude of discretionary expenses;



Perceived quality of existing management;



Nature and magnitude of business opportunities not currently being exploited;



Ability to integrate the acquiree into the acquirer’s business;



Level of pre-announcement speculation of the transaction;



Level of liquidity in the trade of the acquiree’s securities.

When performing our control premium analysis, we considered completed transactions where the acquirer
held a controlling interest, defined at 20% or above, pre transaction or proceeded to hold a controlling
interest post transaction in the target company.
The table above indicates that the long term average control premium paid by acquirers of gold mining
companies, general mining companies, and all ASX listed companies is 50.52%, 52.74%, and 45.01%,
respectively. However, in assessing the transactions included in the table, we noticed several outliers.
These outliers included 4 gold mining transactions, 15 general mining transactions, and 28 ASX listed
company transactions, for which the premium was in excess of 100%.
In a population with the presence of outliers, the median can often represent a superior measure of
central tendency when compared to the mean. We note the median announced control premium since
2010 was 44.72% for gold mining companies, 41.51% for general mining companies, and 34.85% for all ASX
listed companies.
Based on the above analysis, we consider an appropriate premium for control to be between 30% and 40%,
with a midpoint of 35%.

49

Quoted market price including control premium
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Applying a control premium to Doray’s quoted market share price results in the following quoted market
price value including a premium for control:

Quoted market price value

Low

Midpoint

High

$

$

$

$0.350

$0.360

$0.370

30%

35%

40%

$0.455

$0.486

$0.518

Control premium
Quoted market price valuation including a premium for control

Source: BDO analysis

Therefore, our valuation of a Doray share based on the quoted market price method and including a
premium for control is between $0.455 and $0.518, with a midpoint value of $0.486.

11.4 Assessment of the value of Doray prior to implementation of the Schemes

The results of the valuations performed are summarised in the table below:
Low

Preferred

High

$

$

$

Sum-of-Parts value (Section 11.1)

0.231

0.257

0.284

QMP (Section 11.3)

0.455

0.486

0.518

Source: BDO analysis

Based on the results above we consider the value of a Doray share prior to the Schemes on a control basis
to be between $0.231 and $0.284, with a preferred value of $0.257. We consider the Sum-of-Parts
approach to be the most appropriate methodology to value Doray as it includes a DCF valuation which is
premised on the technical assumptions provided by Optiro and our assessment of the technical inputs.
We note that the value of a Doray share derived from the QMP approach is higher than our Sum-of-Parts
value of a Doray share for the following reasons:


The core value of our Sum-of-Parts valuation lies in our DCF valuation. Our DCF valuation is based
on our view of economic assumptions including (but not limited to) exchange rates, forecast
pricing and discount rates as well as Optiro’s view of the technical assumptions underpinning the
DCF. The market price may be based on more optimistic views of technical and/or economic
assumptions. Specifically, Optiro has critically reviewed the Doray Model and made the following
adjustments to the technical assumptions which explain the difference between our Sum-of-Parts
value and the market price:
o

31% of the tonnes and 18% of the original life of mine resource were classified as Inferred
and therefore subject to a risk discount factor of 25%;

o

In relation to the Western Splay Lodes, Optiro assessed there to be a greater level of
uncertainty, therefore a reduction factor of 50% was applied to the stoping tonnes.
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Approximately 21% of the original life of mine ounces are from the Western Splay,
therefore the discount represents a significant reduction in the value derived from the
DCF; and
o

Risk discounts were also applied to planned dilution within the life of mine;

o

The effect of the above was that approximately 37,000 ounces (11.8%) of the gold ounces
were removed from the Adjusted Doray Model which reduced the DCF value of Doray’s
Operating Assets.

The market price is derived from the information contained in reports and studies that have been
released by the Company. The above adjustments to the Doray Model made by Optiro, an
independent technical specialist, resulted in a significant decrease in the value of Doray’s
Operating Assets. Therefore, this explains the difference in value under the Sum-of-Parts
approach and the QMP approach;


In recent months, a view commonly held by analysts is that the gold industry is undergoing a
consolidation phase, with mid-tier gold producers the main suitors to mergers or acquisitions.
Therefore, it is possible that the share price of Doray prior to the implementation of the Scheme
includes a premium resulting from speculation of a potential takeover. We are unable to validate
this assumption with any certainty however based on anecdotal evidence, we consider that this
may partially explain the difference; and



Further, the QMP may include any blue sky value of Doray’s other exploration assets. We have
commissioned Optiro to provide a valuation of Doray’s other exploration assets as an independent
technical specialist. We have instructed Optiro to prepare their Independent Technical Assessment
and Valuation Report in compliance with the VALMIN Code and other industry guidelines, whilst
also adhering to guidance provided by ASIC’s Regulatory Guides. Market participants are not
governed by these industry codes and therefore may be basing their valuations on more optimistic
assumptions.

12. Valuation of the Proposed Merged Entity
12.1 Sum-of-Parts valuation

We have valued the Proposed Merged Entity using a Sum-of-Parts approach, with our valuation including:


The value of Doray using the methodologies detailed in section 11.1 and section 11.3; and



The value of Silver Lake including:
o

The value of Silver Lake’s Operating Assets;

o

The value of residual resources (mineral resources and advanced and early stage
exploration assets) not included in the DCF;

o

The value of other assets and liabilities not included in the DCF; and

o

Present value of forecast corporate costs of the Proposed Merged Entity.
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The summary of our Sum-of-Parts valuation is set out in the table below.
Valuation of the Proposed Merged Entity following the
Share Scheme

Ref

Low

Preferred

High

$'000s

$'000s

$'000s

Value of Doray's Operating Assets

12.1.1

74,000

81,000

88,000

Value of Doray's other mineral assets
Value of consideration to be received on sale of Andy
Well
Value of Doray's other assets and liabilities

11.1.2

20,000

25,000

30,000

11.1.3

8,313

8,313

8,313

11.1.4

18,664

18,664

18,664

Value of Silver Lake's Operating Assets

12.1.2

145,000

161,000

177,000

Value of Silver Lake's other mining assets

12.1.3

88,200

112,000

135,600

Value of Silver Lake's other assets and liabilities

12.1.4

100,087

100,087

100,087

Redundancy and leave entitlements
Present value of corporate costs of the Proposed
Merged Entity
Total value of the Proposed Merged Entity (control)

12.1.5

(1,350)

(1,350)

(1,350)

12.1.6

(46,000)

(43,000)

(40,000)

406,914

461,714

516,314

12.1.7

816,312,320

816,312,320

816,312,320

0.498

0.566

0.632

Number of shares outstanding
Value per share ($) (control)
Minority discount

12.1.8

Value per share ($) (minority interest)
Value of 0.6772 shares in the Proposed Merged Entity
(minority)

29%

26%

23%

0.354

0.419

0.487

0.240

0.284

0.330

We have assessed the value of a share in the Proposed Merged Entity on a minority interest basis to be in
the range of $0.354 to $0.487 with a preferred value of $0.419. Pursuant to the Share Scheme,
Shareholders will receive 0.6772 shares in the Proposed Merged Entity for every Doray share they hold. As
such, we have assessed the value of 0.6772 shares in the Proposed Merged Entity, which we consider to be
in the range of $0.240 to $0.330 with a preferred value of $0.284.

12.1.1

DCF value of Doray’s Operating Assets

We have valued Doray’s Operating Assets using a DCF approach based on the key assumptions and inputs
that are detailed in section 11.1.1. Set out below are the key inputs and assumptions that differ between
our valuation of Doray’s Operating Assets under the ownership of Doray compared to under the ownership
of the Proposed Merged Entity.

Discount rate
As detailed in Appendix 4, we have used a cost of equity of 8.5% as a discount rate in valuing Doray’s
Operating Assets under the ownership of the Proposed Merged Entity.

Sensitivity Analysis
We have sensitised the same key inputs and assumptions per our assessment of the value of Doray’s
Operating Assets with our results set out below.
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Sensitivity Analysis of the value of Doray's Operating Assets
($'000)

($'000)

($'000)

($'000)

Gold price
(US$/oz)

Operating costs

Exchange rate
(AUD/USD)

Capital costs

-8%

55,786

103,430

109,860

83,645

-6%
-4%

62,085
68,383

97,817
92,205

103,594
95,741

82,979
82,313

-2%
0%

74,681
80,980

86,592
80,980

88,210
80,980

81,646
80,980

2%
4%

87,278
93,576

75,367
69,755

74,033
67,354

80,313
79,647

6%
8%

99,875
105,726

64,142
58,530

60,927
54,738

78,980
78,314

Percentage change

Source: Adjusted Doray Model and BDO analysis

In considering the above sensitivities, Shareholders should note the following:


the variables described above may have compounding or offsetting effects and are unlikely to
move in isolation;



the variables for which we have performed sensitivities are not the only variables which are
subject to deviation from the forecast assumptions; and



the sensitivities performed do not cover the full range of possible variances from the base case
assumptions used (i.e. variances could be greater than the percentage increases or decreases set
out in this analysis).

We also note that we have presented the above sensitivities to highlight the sensitivity of the value of
Doray’s Operating Assets to changes in pricing and other assumptions. If we were to use the above
sensitivities to form the basis of our assessed value then the range would be so wide such that it would not
provide meaningful information for Shareholders.

Corporate costs
We have removed the non-project related corporate costs from the Adjusted Doray Model as this is
treated separately in our Sum-of-Parts valuation under section 12.1.6.

Conclusion of value
Based on the above analysis we consider the value of Doray’s Operating Assets, under the ownership of the
Proposed Merged Entity, to be in the range of $74 million to $88 million with a preferred value of $81
million.
We note that the value of Doray’s Operating Assets is higher under the ownership of the Proposed Merged
Entity because it does not include the present value of non-project related corporate costs, which is
included in our valuation of Doray’s Operating Assets in our pre-Scheme valuation.

12.1.2

Value of Silver Lake’s Operating Assets

The management of Silver Lake have prepared a detailed forecast cash flow model (‘the Silver Lake
Model’) of its operating assets (‘Silver Lake’s Operating Assets’). The Silver Lake Model estimates the
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future cash flows expected from production over the life of mine for Silver Lake’s various mines, which
has been determined based on JORC Code compliant reserves. The Silver Lake Model also includes the
Company’s forecast corporate costs.
We have assessed the reasonableness of the Silver Lake Model and the material assumptions that underpin
it. We have made certain adjustments to the Silver Lake Model where it was considered appropriate, to
arrive at an adjusted model (‘Adjusted Silver Lake Model’). We have adjusted the Silver Lake Model to
reflect any changes to technical assumptions as a result of Optiro’s review, in addition to any changes to
the economic and other input assumptions that we consider appropriate as a result of our research.
The Silver Lake Model was prepared based on estimates of Silver Lake’s mine production profile, operating
costs and capital expenditure, specifically at Daisy Complex, Cock-eyed Bob, Maxwells, Harry’s Hill,
French Kiss and Karonie South mines as well as the Randalls Mill. The main assumptions underpinning the
Silver Lake Model and Adjusted Silver Lake Model include:


mining and processing volumes;



commodity prices;



operating costs;



development and sustaining capital expenditure;



rehabilitation costs;



foreign exchange rates;



royalties;



corporate tax; and



discount rate

We undertook the following analysis on the Silver Lake Model:


analysed the Silver Lake Model to confirm its integrity and mathematical accuracy;



appointed Optiro as technical expert to review, and where required, provide changes to the
technical assumptions underpinning the Silver Lake Model;



conducted independent research on certain economic and other inputs such as commodity prices,
exchange rates, inflation, and the discount rate applicable to the future cash flows of Silver Lake;



held discussions with Optiro to confirm the reasonableness of Silver Lake’s forecast technical
inputs;



performed sensitivity analysis on the value of Silver Lake as a result of flexing key assumptions and
inputs.

We have not undertaken a review of the cash flow forecast in accordance with the Standards on Assurance
Engagement ASAE 3450 ‘Assurance Engagements involving Corporate Fundraising and/or Prospective
Financial Information’ and do not express an opinion on the achievability of the forecast. However,
nothing has come to our attention as a result of our procedures to suggest that the assumptions on which
the Adjusted Silver Lake Model has been based have not been prepared on a reasonable basis.

Appointment of a technical expert
Optiro was engaged to prepare a report providing technical assessment of the assumptions underlying the
Silver Lake Model. Optiro’s assessment involved the review and provision of opinion on the reasonableness
of the assumptions adopted in the Silver Lake Model, including but not limited to:
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mining physicals (including volume mined, recovery, and grade);



processing assumptions (including products recovery);



operating costs (comprising mining, processing and administration costs);



capital expenditure (development and sustaining capital required);



rehabilitation; and



other relevant assumptions.

Optiro’s Independent Technical Assessment and Valuation Report is included in Appendix 3.

Limitations
Since forecasts relate to the future, they may be affected by unforeseen events and they depend, in part,
on the effectiveness of management’s actions in implementing the plans on which the forecasts are based.
Accordingly, actual results may vary materially from the forecasts included in the Adjusted Silver Lake
Model, as it is often the case that some events and circumstances frequently do not occur as expected, or
are not anticipated, and those differences may be material.

Economic assumptions
Inflation
Metal prices obtained from our research sources are quoted on a nominal basis. Therefore, we applied
inflation to the Silver Lake Model in order to convert the cash flows to nominal terms in the Adjusted
Silver Lake Model.
As we have done with the Adjusted Doray Model, we have also adopted an annual inflation rate of 2.3% for
the Adjusted Silver Lake Model. This is based on the average forecast inflation rate as sourced from
Bloomberg, whilst also giving consideration to historical inflation rates in Australia. Our assessment of
forecast inflation is supported by the fact it lies within the RBA’s inflation target of 2% to 3%.
Foreign Exchange
Metal prices obtained from our research are quoted in nominal USD terms. We have converted the metal
prices from USD to AUD at the following forecast exchange rates for their respective calendar year (‘CY’)
periods. CY 2018 represents the average historical exchange rate over the two-month period ended
December 2018, as we have adopted a valuation date of 31 October 2018 for the purposes of our DCF
valuation:
Exchange Rates
USD:AUD

CY 2018

CY 2019

CY 2020

CY 2021

CY 2022

CY 2023

0.72

0.73

0.75

0.75

0.75

0.75

Source: Bloomberg and BDO analysis

Metal Prices
In forming our view of the forecast metal prices, we have had regard to both historical metal prices from
Bloomberg as well as consensus analyst views on forecast pricing, as published by Consensus Economics.
We have also reflected Silver Lake’s gold hedging program in our Adjusted Silver Lake Model.
Based on our analysis, we have adopted the following nominal forecast gold price over the forecast
period. CY 2018 represents the average historical gold price over the two months to December 2018:
Gold (US$/oz)

CY 2018

CY 2019

CY 2020

CY 2021

CY 2022

CY 2023

1,237

1,269

1,328

1,340

1,354

1,391
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Mining physicals

Ore forecast to be mined from Silver Lake's Operating Assets
1,800,000
1,600,000
1,400,000
1,200,000
Tonnes
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Silver Lake’s Operating Assets are currently producing, with an expected remaining mine life of
approximately three and a half years. The graphs below show the forecast ore to be mined and processed
over the remaining life of mine, assuming a 31 October 2018 valuation date. The periods in the below
charts are financial years with the 2019 year representing the period from 1 November 2018 to 30 June
2019.

1,000,000
800,000
600,000
400,000
200,000
0
2019
Daisy

Cock-eyed Bob

2020
Maxwells

2021
Harrys Hill

French Kiss

2022
Karonie South

Source: Adjusted Silver Lake Model and BDO analysis

Ore forecast to be processed at Randalls Mill
1,400,000
1,200,000

Tonnes

1,000,000
800,000
600,000
400,000
200,000
0
2019

2020

2021

2022

2023

Source: Adjusted Silver Lake Model and BDO analysis
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Operating costs

Forecast operating costs of Silver Lake's Operating Assets
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The operating costs included in the Adjusted Silver Lake Model include mining, processing, site
administration, royalties, and other overheads but excludes corporate costs. In preparing the Adjusted
Silver Lake Model, we have applied our inflation assumption of 2.3% per annum to the forecast operating
costs. Optiro has confirmed the reasonableness of the forecast operating cost assumptions having
considered the costs incurred historically and by assessing the forecast per tonne operating costs in the
context of their experience with mining projects in Australia. The forecast operating costs for Silver
Lake’s Operating Assets are illustrated in the charts below.

100,000
80,000
60,000
40,000
20,000
0
2019

2020

2021

2022

2023

Source: Adjusted Silver Lake Model and BDO analysis

Capital expenditure
The capital expenditure requirements for Silver Lake’s Operating Assets relate to regional exploration,
development and sustaining capital costs which equate to a total of approximately $90.4 million over the
life of mine. The forecast capital expenditure, required for Silver Lake’s Operating Assets is set out in the
chart below.
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Forecast capital expenditure of Silver Lake's Operating Assets
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35,000

15,000
10,000
5,000
0
2019

2020

2021

2022

2023

Source: Adjusted Silver Lake Model and BDO analysis

Royalties
Gold metal produced at Silver Lake’s Operating Assets is subject to a 2.5% royalty (Western Australian
State Government ad valorem royalty). In addition, the below mines are subject to the following royalty
rates:





Daisy: 1.3% on the value of metal produced
Harry’s Hill: 0.7% on the value of metal produced
French Kiss: 0.9% on the value of metal produced
Karonie South: 0.7% on the value of metal produced

Taxation
As at 30 June 2018, Silver Lake had approximately $430.52 million of carried forward tax losses available
to utilise against taxable income. Therefore, based on the forecast cash flows included in the Adjusted
Silver Lake Model, Silver Lake has an effective tax rate of 0% over the forecast period.

Corporate costs
We have excluded corporate costs from the Adjusted Silver Lake Model and instead have considered
comparable companies to assess an appropriate forecast level of corporate cost to adopt for the Proposed
Merged Entity. This is detailed in section 12.1.6.

Rehabilitation expenditure
The Adjusted Silver Lake Model also includes total rehabilitation costs of $19.1 million (in nominal terms)
of which $17.5 million is forecast to be paid on June 2023 relating to process plant closure with the
remainder relating to mine site closures occurring throughout the forecast period. Optiro have confirmed
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that the rehabilitation costs reflected in the Adjusted Silver Lake Model and the timing of these forecast
costs are reasonable.

Trade receivables and trade payables
We have reflected trade debtors and trade payables in the Adjusted Silver Lake Model. The remaining
trade debtors and trade payables at the end of the forecast period have been accounted for in the
Adjusted Silver Lake Model as a cash inflow and outflow, respectively.

Inventories
We have reflected the inventory on hand, being ore stock, bullion on hand, materials and supplies, and
gold in circuit in the Adjusted Silver Lake Model. We have assumed all inventories other than materials
and supplies are sold by the end of the forecast period.

Discount rate
In our assessment of an appropriate discount rate to apply to the cash flows of Silver Lake, we consider
the most appropriate discount rate to be Silver Lake’s cost of equity. Per the audited financial statements
as at 30 June 2018, Silver Lake had no borrowings. Furthermore, there is no debt over the forecast period
in the Adjusted Silver Lake Model and, like Doray, Silver Lake’s Operating Assets are self-funding.
Therefore, the cash flows considered by the model are entirely to the company’s equity holders.
We have selected a nominal cost of equity in the range of 7.3% to 9.7% per annum to discount the cash
flows of Silver Lake’s Operating Assets to their present value. We have used a rounded midpoint discount
rate of 8.5% in our base case.
In selecting this range of discount rates, we have considered the following:


the rate of return for comparable ASX listed gold producing companies; and



the risk profile of Silver Lake as compared to the comparable companies identified.

A detailed consideration of how we arrived at our adopted discount rate range is shown in Appendix 4.

Sensitivity analysis
Our valuation of the Silver Lake’s operating assets is sensitive to changes in the forecast commodity
prices, operating expenditure, capital expenditure and foreign exchange rates. We have therefore
included a sensitivity analysis to consider the value of the Silver Lake’s Operating Assets under various
pricing scenarios and in applying:


a change of +/- 8% to the gold price;



a change of +/- 8% to operating costs;



a change of +/- 8% to capital costs;



a change of +/- 8% to the AUD/USD exchange rate; and



a discount rate in the range of 6.5% to 10.5%.

The following sensitivities have been prepared to assist Shareholders in considering the potential effects
to the value of Silver Lake’s Operating Assets if our base case assumptions change:
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Currency: $'000

Sensitivity Analysis of the value of Silver Lake’s Operating Assets
Gold price (US$/oz)

Operating costs

Exchange rate
(AUD/USD)

Capital costs

-8%

113,729

207,508

230,648

168,004

-6%

125,481

195,816

212,055

166,187

-4%

137,234

184,124

194,237

164,371

Percentage change

-2%

148,987

172,431

177,146

162,555

0%

160,739

160,739

160,739

160,739

2%

172,492

149,047

144,975

158,923

4%

184,244

137,355

129,818

157,107

6%

195,997

125,662

115,232

155,291

8%

207,750

113,970

101,187

153,475

Source: Adjusted Silver Lake Model and BDO analysis

Sensitivity Analysis of the value of Silver Lake's Operating Assets to the discount rate
Discount rate (%)
Value ($'000)

6.5%

7.5%

8.5%

9.5%

10.5%

167,532

164,076

160,739

157,517

154,403

Source: Adjusted Silver Lake Model and BDO analysis

In considering the above sensitivities, Shareholders should note the following:


the variables described above may have compounding or offsetting effects and are unlikely to
move in isolation;



the variables for which we have performed sensitivities are not the only variables which are
subject to deviation from the forecast assumptions; and



the sensitivities performed do not cover the full range of possible variances from the base case
assumptions used (i.e. variances could be greater than the percentage increases or decreases set
out in this analysis).

We also note that we have presented the above sensitivities to highlight the sensitivity of the value of
Silver Lake’s Operating Assets to changes in pricing and other assumptions. If we were to use the above
sensitivities to form the basis of our assessed value, then the range would be so wide such that it would
not provide meaningful information for Shareholders.
Based on the above analysis we consider the value of Silver Lake’s Operating Assets to be in the range of
$145 million to $177 million with a preferred value of $161 million.

12.1.3

Value of Silver Lake’s other mining assets

We have instructed Optiro to independently value Silver Lake’s other mineral assets. The fair market
value of Silver Lake’s other mineral assets lies within the range of $88.2 million to $135.6 million, with a
preferred value of $112 million. The breakdown of the values of Silver Lake’s other mineral assets is
detailed in the table below.
Silver Lake's other mineral assets
Daisy Complex

Low

Preferred

High

$m

$m

$m

34.7

43.4

52.1
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Low

Preferred

High

$m

$m

$m

Fingals

1.3

1.8

2.2

Costello

0.2

0.3

0.4

Lorna Doone

1.7

2.3

2.9

Magic/Mirror

2.5

3.3

4.1

Wombola Pit

0.1

0.1

0.2

Wombola Dam

0.4

0.5

0.7

Hammer and Tap

0.4

0.5

0.7

41.3

52.2

63.3

Majestic

3.0

4.0

5.0

Imperial

0.9

1.2

1.5

3.9

5.2

6.5

Maxwells

13.2

16.5

19.8

Santa

16.8

21.0

25.1

Cock Eyed Bob

5.2

6.5

7.7

Rumbles

1.2

1.7

2.1

Anomaly A

0.2

0.3

0.4

36.6

46.0

55.1

Karonie

2.3

3.0

3.8

Harry's Hill

1.1

1.5

1.9

French Kiss

1.1

1.5

1.9

Spice

0.1

0.2

0.2

Tank/Atriedes

0.6

0.8

1.0

Italia/Argonaut

0.3

0.4

0.5

5.5

7.4

9.3

Lucky Bay

0.1

0.2

0.2

Randalls Dam

0.1

0.1

0.2

Total Randalls Mining Centre

0.2

0.3

0.4

Total stockpiles

0.7

0.9

1.0

88.2

112.0

135.6
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Silver Lake's other mineral assets

Total Daisy Mining Centre

Total Imperial/Majestic Mining Centre

Total Mount Belches Mining Centre

Total Aldiss Mining Centre

Total value of Silver Lake's other mineral assets

Source: Independent Technical Assessment and Valuation Report prepared by Optiro
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Other assets and liabilities of Silver Lake represents the non-operating assets and liabilities, the economic
impact of which have not been captured in the Adjusted Silver Lake Model. From our analysis of these
other assets and liabilities, outlined in the table below, we do not believe that there is a material
difference between their book value and their fair value unless an adjustment has been noted below.
The table below represent a summary of the adjusted assets and liabilities of Silver Lake, which have not
been accounted for in the Adjusted Silver Lake Model and are surplus to our DCF valuation of Silver Lake’s
Operating Assets:

Other assets and liabilities

Notes

Audited as at

Adjusted

30-Jun-18

value

$'000s

$'000s

97,959

94,630

CURRENT ASSETS
Cash and cash equivalents

a

Trade and other receivables

b

2,067

-

Inventories

c

27,740

-

Prepayments

b

150

-

127,916

94,630

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Inventories

c

1,868

-

Exploration, evaluation and development expenditure

d

79,588

-

Property, plant and equipment

e

37,366

907

Investments

f

8,140

6,563

TOTAL NON-CURRENT ASSETS

126,962

7,470

TOTAL ASSETS

254,878

102,100

CURRENT LIABILITIES
Trade and other payables

g

Employee benefits
TOTAL CURRENT LIABILITIES

30,033

-

2,013

2,013

32,046

2,013

16,450

-

16,450

-

NON-CURRENT LIABILITIES
Rehabilitation and restoration provision
TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS

h

48,496

2,013

206,382

100,087

Source: Silver Lake’s audited financial statements for the financial year ended 30 June 2018, unaudited management accounts for
the period ended 31 October 2018 and BDO analysis

We have been advised that there has not been a significant change in the net assets of Silver Lake and
that the above assets and liabilities represent their fair market values, other than from the adjustments
detailed below. Additionally, nothing has come to our attention as a result of our procedures that would
suggest the need for any further adjustments.
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We have adjusted the cash position to reflect the actual cash position as at 31 October 2018 per Silver
Lake’s unaudited management accounts and have reconciled this with supporting documents provided by
management.
Our adjustments to the cash balance of Silver Lake as at 30 June 2018 is set out below.
Cash and cash equivalents
Cash and cash equivalents at 30-Jun-18
Net cash used in operations to 31 October 2018
Adjusted cash and cash equivalents

$'000s
97,959
(3,329)
94,630

Source: Silver Lake’s audited financial statements for the financial year ended 30 June 2018, Silver Lake’s management accounts for
the period ended 31 October 2018, Silver Lake’s October 2018 Board Report and BDO analysis.

Note b: Trade and other receivables
For the purposes of our valuation we have adjusted the trade and other receivable balance of $2.07
million as at 30 June 2018 to nil as these are included in the Adjusted Silver Lake Model and therefore
reflected in the value of Silver Lake’s Operating Assets.
Similarly, we have adjusted the prepayments balance of $150,000 as at 30 June 2018 to nil as these are
already accounted for in the Adjusted Silver Lake Model and therefore reflected in the value of Silver
Lake’s Operating Assets.

Note c: Inventories
For the purpose of our valuation we have adjusted the current inventories balance of $27.74 million and
non-current inventories balance of $1.87 million as at 30 June 2018 to nil as these are included in the
Adjusted Silver Lake Model and are reflected in the value of the value of Silver Lake’s Operating Assets.

Note d: Exploration, evaluation and development expenditure
We have adjusted exploration, evaluation and development expenditure of $79.59 million at 30 June 2018
to nil as it is accounted for in the valuation of Silver Lake’s Operating Assets and other mining assets.

Note e: Property, plant and equipment
We adjusted property, plant and equipment of $37.37 million as at 30 June 2018 to $0.91 million, to
reflect the value of the non-mining related assets. Mining-related assets required for the Mount Monger
operations, which include equipment and site administration buildings, are already accounted for in our
DCF valuation of the Silver Lake’s Operating Assets. Per our discussion with Silver Lake management, the
non-mining related assets consists of motor vehicles ($334,000) and office furniture and equipment
($573,000).

Note f: Investments
Investments as at 30 June 2018 related to shares in ASX-listed companies, recorded at fair value. These
assets are surplus to Silver Lake’s normal course of business, therefore, we have included them in our
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other asset and liabilities. We have adjusted the value of these shares using the 30-day VWAP as at 8
January 2019 which result in a total value of $6.56 million as set out below:
Valuation as at 8 January 2019
Investments

Shares held

30-day VWAP ($)

Value ($'000s)

320,331

0.197

63

Musgrave Minerals Limited

9,548,387

0.095

907

Paringa Resources Limited

20,764,683

0.189

3,924

472,305

0.078

37

Westgold Resources Limited

1,250,000

0.907

1,134

Encounter Resources Limited

8,300,000

0.060

498

Egan Street Resources Limited

Riversgold Limited

Total

6,563

Source: Silver Lake’s management and Bloomberg

Note g: Trade and other payables
For the purpose of our valuation we have adjusted the trade and other payables balance of $30.03 million
as at 30 June 2018 to nil as these are included in the Adjusted Silver Lake Model and therefore reflected
in the value of Silver Lake’s Operating Assets.

Note h: Rehabilitation and restoration provision
Non-current rehabilitation and restoration provisions at 30 June 2018 of $16.45 million comprised project
closure costs and site rehabilitation costs. We have adjusted these to nil as they are accounted for in the
DCF valuation of Silver Lake’s Operating Assets.

12.1.5

Redundancy and leave entitlements

Upon implementation of the Share Scheme, four members of Doray's senior management team will be
made redundant from their positions. These redundancies will result in a cost of approximately $1.6
million (including estimated leave entitlements as at 31 December 2018). In our assessment of the
valuation of the Proposed Merged Entity, we have accounted for a liability related to redundancy costs of
approximately $1.3 million which excludes any leave provisions since they are already reflected in
provisions. We note that leave entitlements already accounted for were based on the audited position as
at 30 June 2018, however this will not have a material impact on our valuation or conclusions.

12.1.6

Present value of corporate costs of the Proposed Merged Entity

As outlined in section 12.1.1 and section 12.1.2 we have removed the corporate costs from the Adjusted
Doray Model and Adjusted Silver Lake model.
These corporate costs consist of all corporate administration costs that cannot be directly attributable to
the Deflector and Mount Monger operations.
As part of our analysis, we have considered the corporate costs that Doray has incurred historically,
compared to the level of forecast corporate costs per the Adjusted Doray Model, as presented below:
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Actual

Actual

Forecast*

Forecast

Forecast

Forecast

Year
ended

Year
ended

Year ended

Year
ended

Year
ended

Year
ended

30-Jun-17

30-Jun-18

30-Jun-19

30-Jun-20

30-Jun-21

30-Jun-22

7.80

7.03

6.00

5.57

5.67

5.24

Corporate costs ($m)

*Represents 3 months of actuals and 9 months of forecast corporate costs per the Adjusted Doray Model
Source: Doray’s annual reports for the years ended 30 June 2017 and 30 June 2018 and the Adjusted Doray Model

We note that the corporate costs incurred historically are higher than those costs included in the forecast,
however given that Doray has entered into an agreement to sell Andy Well and Gnaweeda and
management have communicated that there is an administration cost savings being implemented, we
consider it reasonable to assume a lower level of corporate costs than those incurred historically.
Similarly, we have also considered the corporate costs that Silver Lake has incurred historically, compared
to the forecast level of corporate costs:
Actual

Actual

Forecast*

Forecast

Forecast

Forecast

Forecast

Year
ended

Year
ended

Year
ended

Year
ended

Year
ended

Year
ended

Year
ended

30-Jun-17

30-Jun-18

30-Jun-19

30-Jun-20

30-Jun-21

30-Jun-22

30-Jun-23

7.00

6.84

9.86

9.82

10.05

10.28

10.51

Corporate costs ($m)

*Represents 3 months of actuals and 9 months of forecast corporate costs per the Adjusted Silver Lake Model
Source: Silver Lake’s annual reports for the years ended 30 June 2017 and 30 June 2018 and the Adjusted Silver Lake Model.

Given that there would be cost saving synergies arising from the implementation of the Scheme, we have
considered the corporate costs incurred historically by ASX-listed companies with a similar size and scale
of operations to the Proposed Merged Entity. We have analysed ASX-listed mining companies with major
projects located within Australia, while considering other company characteristics such as revenue, total
assets, number of mines and market capitalisation, as proxies for the size and scale of operations.
Our analysis of the corporate costs for the identified comparable ASX listed companies is set out below.
We have not included Doray nor Silver Lake in the mean and median calculations but have presented them
for comparison purposes:

Company Name

Commodity

Revenue for the

Market

Corporate Costs for

year ended 30

Capitalisation at 31

year ended 30 June

June 2018 ($m)

October 2018 ($m)

2018 ($m)

Doray

Gold

159.2

158.6

7.03

Silver Lake

Gold

255.6

261.6

6.84

Gold, Copper

248.6

637.9

5.56

Iron Ore

337.4

254.6

3.53

Tin, Copper

209.9

320.4

6.27

Iron Ore

254.1

609.3

13.07

Aurelia Metals Limited
Grange Resources Limited*
Metals X Limited
Mount Gibson Iron Limited
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Company Name

Revenue for the

Market

Corporate Costs for

year ended 30

Capitalisation at 31

year ended 30 June

June 2018 ($m)

October 2018 ($m)

2018 ($m)

Gold

341.8

219.4

7.14

Copper

596.2

1,061.1

6.09

Gold

180.0

242.0

8.15

Nickel

248.3

615.3

7.88

Gold

371.6

399.4

11.04

309.8

484.4

7.64

254.1

399.4

7.14

Commodity

Ramelius Resources Limited
Sandfire Resources NL
Tribune Resources Limited
Western Areas Limited
Westgold Resources Limited
Mean (excluding Doray and
Silver Lake)
Median (excluding Doray and
Silver Lake)

Source: Annual Reports and BDO analysis
* Data presented for Grange Resources Limited is for the year ending 31 December 2017

Based on the above analysis of corporate costs incurred by companies with similar size, scale and nature
of operations as the Proposed Merged Entity, we have assessed real corporate costs for the Proposed
Merged Entity to be in the range of $10 million to $12 million per annum, with a preferred position of $11
million per annum.
We have applied our assessed forecast inflation rate of 2.3% per annum to the corporate costs over the
forecast period and have discounted these cash flows at the Proposed Merged Entity’s cost of equity of
8.5%, as detailed in Appendix 4.
We have also reduced the corporate cost cash flows to incorporate the tax shield received by the Proposed
Merged Entity on incurring these corporate costs.
Based on the above analysis, we have assessed the present value of corporate costs to be in the range of
$40 million to $46 million with a preferred of $43 million, which we have input into our Sum-of-Parts
valuation of the Proposed Merged Entity.
Our opinion is not sensitive to changes in these corporate cost assumptions. See Appendix 5 for a list of
the comparable companies used in our analysis and a description of each.

12.1.7

Number of shares outstanding

Following the implementation of the Schemes, the Proposed Merged Entity will have 816,312,320 shares
on issue as set out in the table below.
Number of shares outstanding
Number of shares on issue prior to the Schemes
Assumed vesting of the existing Doray performance rights

Number
446,685,438
8,645,481
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Number of shares outstanding
Number of shares on issue following the vesting of performance rights
Share Scheme Consideration for every Doray share held

Number
455,330,919
0.6772

Number of Share Scheme Consideration shares issued

308,350,098

Number of existing Silver Lake shares on issue

507,962,222

Number of shares on issue in the Proposed Merged Entity

816,312,320

We note that as a result of the Share Scheme, the Doray performance rights will vest to the holder and as
such are reflected in the calculation of the number of shares on issue in the Proposed Merged Entity.

12.1.8

Minority discount

The value of a Proposed Merged Entity share derived under the Sum-of-Parts approach is reflective of a
controlling interest. This suggests that the acquirer obtains an interest in the company which allows them
to have an individual influence on the operations and value of that company. However, if the Share
Scheme is approved, Shareholders will be minority holders in the Proposed Merged Entity, meaning that
their individual holding will not be considered significant enough to have an individual influence in the
operations of that company.
Therefore, we have adjusted our valuation of a Proposed Merged Entity share following the Share Scheme
to reflect the minority interest holding. The minority discount is based on the inverse of the control
premium and is calculated using the formula 1-(1/1+control premium).
We have reviewed the control premiums paid by acquirers of companies listed on the ASX in Section 11.3.
Based on our analysis, we consider an appropriate premium for control to be applied is between 30% and
40% with a midpoint value of 35%. We note that the factors affecting observed control premiums as
detailed in section 11.3 do not materially differ between Doray and the Proposed Merged Entity, therefore
we have used the same control premium (in our calculation) for the Proposed Merged Entity as we have
for Doray.
An assessed control premium of 30% to 40% with a midpoint value of 35%, gives rise to a rounded minority
discount in the range of 23% to 29%, with a rounded midpoint of 26%.

12.2 Quoted Market Price of Silver Lake

As detailed in section 10.2, we have used a QMP approach as a cross check to the value of Silver Like
obtained under the Sum-of-Parts approach.
The quoted market value of a company’s shares is reflective of a minority interest. A minority interest is
an interest in a company that is not significant enough for the holder to have an individual influence in the
operations and value of that company.
The value of Silver Lake from our Sum-of-Parts valuation represents a controlling interest and as such, in
performing our cross check we have assessed the QMP of Silver Lake on a controlling interest basis.
Therefore, our calculation of the quoted market price of a Silver Lake share including a premium for
control has been prepared in two parts. The first part is to calculate the quoted market price on a
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minority interest basis. The second part is to add a premium for control to the minority interest value to
arrive at a quoted market price value that includes a premium for control.

Minority interest value
Our analysis of the quoted market price of a Silver Lake share is based on the pricing prior to the
announcement of the Schemes. This is because the value of a Silver Lake share after the announcement
may include the effects of any change in value as a result of the Schemes.
Information on the Schemes were announced to the market on 14 November 2018. Therefore, the
following chart provides a summary of the share price movement over the 12 months to 13 November
2018, which was the last trading day prior to the announcement.
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0.20
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0.00

Volume

Volume (millions)

Silver Lake share price and trading volume history

Closing share price

Source: Bloomberg

The daily price of Silver Lake shares from 14 November 2017 to 13 November 2018 has ranged from a low
of $0.320 on 12 December 2017 and 15 December 2017, to a high of $0.640 on 10 May 2018 and 5 July
2018. The highest single day of trading during the assessed period was on 6 April 2018, where 9,243,301
shares were traded.
During this period a number of announcements were made to the market. The key announcements are set
out below:

Date

Announcement

Closing Share
Price Following
Announcement

Closing Share
Price Three Days
After
Announcement

$ (movement)

$ (movement)

06/11/2018

Appendix 3B

0.540

26/10/2018

Quarterly Activities Report

0.565

23/10/2018

Final Director's Interest Notice

0.585

23/10/2018

Resignation of Director

0.585

22/10/2018

Corporate Governance Statement

0.610







4.9%

0.520

4.2%

0.515

4.1%

0.565

4.1%

0.565

3.4%

0.590







3.7%
8.8%
3.4%
3.4%
3.3%
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Date

Announcement

Closing Share
Price Following
Announcement

Closing Share
Price Three Days
After
Announcement

$ (movement)

$ (movement)

22/10/2018

Appendix 4G

0.610

22/10/2018

Annual Report to shareholders

0.610

22/10/2018

Notice of Annual General Meeting/Proxy Form

0.610

16/10/2018

Macquarie WA Forum - Investor Presentation

0.585

08/10/2018

Becoming a substantial holder

0.540

04/10/2018

Change in substantial holding

0.530

24/09/2018

Denver Gold Forum Presentation 2018

0.545

18/09/2018

Ceasing to be a substantial holder

0.480

14/09/2018

Drilling highlights significant upside at Daisy Complex

0.495

07/09/2018

Change of Director's Interest Notice

0.490

31/08/2018

Change of Director's Interest Notice

0.490

28/08/2018

Change of Share Registry

0.485

24/08/2018

Mineral Resource And Ore Reserve Statement

0.485

23/08/2018

Change of Director's Interest Notice

0.490

23/08/2018

Appendix 3B

0.490

22/08/2018

FY2018 Financial Results Summary

0.485

22/08/2018

Appendix 4E and FY18 Annual Financial Report

0.485

06/08/2018

Investor Presentation - August 2018

0.540

23/07/2018

Change in substantial holding

0.570

20/07/2018

Quarterly Activities Report

0.575

03/07/2018

Change of Director's Interest Notice

0.580

03/07/2018

Appendix 3B

0.580

27/06/2018

Dealing in Securities Policy

0.575

27/06/2018

75% increase in Aldiss Mining Centre Ore Reserves

0.575

25/06/2018

Becoming a substantial holder

0.590

15/06/2018

Ceasing to be a substantial holder for PNL

0.595

07/06/2018

0.585

24/05/2018

Santa drilling highlights growth potential at Mount
Belches
Change in substantial holding

30/04/2018

Investor Presentation - April 2018

0.560

20/04/2018

Quarterly Activities Report

0.500

06/04/2018

March Quarter Production Update

0.455

23/03/2018

Exploration Update

0.385

09/03/2018

S&P DJ Indices Announces March Quarterly Rebalance

0.355

21/02/2018

Appendix 4D and Interim Financial Report

0.365

24/01/2018

Appendix 3B

0.390

23/01/2018

Quarterly Activities Report

0.395

15/12/2017

Appointment of Corporate Development Officer

0.320

0.625













3.4%

0.590

3.4%

0.590

3.4%

0.590

0.8%

0.590

0.0%

0.530

1.9%

0.530

4.4%

0.520

3.0%

0.570

1.0%

0.515

3.2%

0.470

3.2%

0.475










2.0%

0.490

1.0%

0.480

1.0%

0.485

1.0%

0.485

5.8%

0.495

5.8%

0.495

0.9%

0.535

0.9%

0.550








0.0%

0.525

0.0%

0.630

0.0%

0.630

2.5%

0.580

2.5%

0.580

0.9%

0.590

 0.8%
 4.5%

0.565

2.5%

0.605

4.7%

0.555

3.8%

0.550

15.2%

0.470

6.9%

0.380

0.0%

0.355

2.7%

0.360

1.3%

0.375

2.6%

0.390

4.5%

0.330












0.575













3.3%
3.3%
3.3%
0.9%
1.9%
0.0%
4.6%
18.8%
4.0%
4.1%
3.1%










1.0%








8.7%

1.0%
1.0%
1.0%
2.1%
2.1%
0.9%
3.5%
8.6%
8.6%
0.9%
0.9%
0.0%

 5.0%
 1.7%











3.2%
0.9%
10.0%
3.3%
1.3%
0.0%
1.4%
3.8%
1.3%
3.1%
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Date

Announcement

Closing Share
Price Following
Announcement

Closing Share
Price Three Days
After
Announcement

$ (movement)

$ (movement)

27/11/2017

Appendix 3B

0.340

0.335

0.360

 4.2%
 1.4%

0.355

 1.5%
 1.4%

20/11/2017

Change of Director's Interest Notice

20/11/2017

Lapse of Options

0.360

 1.4%

0.355

 1.4%

Source: Bloomberg, BDO analysis

On 23 January 2018, Silver Lake released its Quarterly Activities Report. The report highlighted consistent
quarterly gold production of 34,206 ounces at Mount Monger, Aldiss recorded high grade gold intersections
from Karonie South resource infill drilling, and three diamond drill holes intersected a new lode structure
at Easter Hollows, west of Daisy Complex. The Silver Lake share price increased 2.6% on the date of the
announcement to close at $0.395, before decreasing 1.3% over the subsequent three-day period to close
at $0.390.
On 23 March 2018, Silver Lake released an exploration update, reporting high grade results at Mount
Monger which confirmed new lode discoveries and significant mine extensions, all five diamond holes from
the Daisy North target intersected coarse visible gold, and diamond drilling at Lower Prospect confirmed
the continuity of mineralisation. The share price of Silver Lake increased 6.9% on the date of the
announcement to close at $0.385, before decreasing 1.3% over the subsequent three-day period to close
at $0.380.
On 6 April 2018, Silver Lake announced an increase in production for the March quarter from its Mount
Monger operations when compared to the December quarter. In comparison to the December quarter, gold
sales increased by 31.0%, and cash and bullion balanced increased by $20.60 million. The Silver Lake share
price increased 15.2% on the date of the announcement to close at $0.455, before increasing 3.3% over
the subsequent three-day period to close at $0.470.
On 20 April 2018, Silver Lake released its Quarterly Activities Report. The report highlighted record gold
production of 46,780 ounces produced during the quarter, new lode structures discovered at Daisy North
and Easter Hollows and that drilling at Aldiss continued to record high grade intersections. The Silver Lake
share price decreased 3.8% on the date of the announcement to close at $0.500, before increasing 10.0%
over the subsequent three-day period to close at $0.550.
On 20 July 2018, Silver Lake released its Quarterly Activities Report, highlighting that its gold sales for the
year ended 30 June 2018 of 151,250 ounces exceeded upgraded guidance, and cash and bullion increased
by $18.30 million in comparison to the March quarter. There was no change in the Silver Lake share price
on the date of the announcement, closing at $0.575, before decreasing 8.7% over the subsequent threeday period to close at $0.525.
On 22 August 2018, Silver Lake announced its Annual Report and financial results summary for the year
ended 30 June 2018. The Silver Lake share price decreased 5.8% to close at $0.485 on the date of the
announcement, before increasing 2.1% over the subsequent three-day period to close at $0.495.
On 26 October 2018, Silver Lake released its Quarterly Activities Report. The report highlighted the
commencement of ore production at Harry’s Hill open pit mine and that it had prepared to access the
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Daisy North lodes. Further, it included that drilling at Daisy Complex had continued to return significant
high grade intercepts. The Silver Lake share price decreased 4.2% to close at $0.565 on the date of the
announcement, before decreasing 8.8% over the subsequent three-day period to close at $0.515.
To provide further analysis of the market prices for a Silver Lake share, we have also considered the
weighted average market price for 10, 30, 60 and 90 day periods to 13 November 2018.
Share Price per unit
Closing price

13-Nov-18
$0.520

Volume weighted average price (VWAP)

10 Days

30 Days

60 Days

90 Days

$0.524

$0.556

$0.535

$0.540

Source: Bloomberg, BDO analysis

The above weighted average prices are prior to the date of the announcement of the Schemes, to avoid
the influence of any increase in price of Silver Lake shares that has occurred since the Schemes were
announced.
An analysis of the volume of trading in Silver Lake shares for the twelve months to 13 November 2018 is
set out below:
Trading days

Share price
low

Share price
high

Cumulative volume
traded

As a % of
Issued capital

1 Day
10 Days

$0.510
$0.508

$0.525
$0.560

545,315
12,255,977

0.11%
2.41%

30 Days
60 Days

$0.508
$0.460

$0.610
$0.610

46,898,030
82,649,198

9.23%
16.27%

90 Days
180 Days

$0.460
$0.343

$0.610
$0.650

124,872,215
345,003,294

24.58%
67.92%

1 Year

$0.315

$0.650

503,708,502

99.16%

Source: Bloomberg, BDO analysis

This table indicates that Silver Lake’s shares display a high level of liquidity, with 99.16% of Silver Lake’s
current issued capital being traded in a twelve-month period prior to the announcement of the Schemes.
RG 111.69 states that for the quoted market price methodology to be an appropriate methodology there
needs to be a ‘liquid and active’ market in the shares and allowing for the fact that the quoted price may
not reflect their value should 100% of the securities not be available for sale. We consider the following
characteristics to be representative of a liquid and active market:


Regular trading in a company’s securities;



Approximately 1% of a company’s securities are traded on a weekly basis;



The spread of a company’s shares must not be so great that a single minority trade can significantly
affect the market capitalisation of a company; and



There are no significant but unexplained movements in share price.

A company’s shares should meet all of the above criteria to be considered ‘liquid and active’, however,
failure of a company’s securities to exhibit all of the above characteristics does not necessarily mean that
the value of its shares cannot be considered relevant.
In the case of Silver Lake, we consider the shares to display a high level of liquidity, on the basis that on
average more than 1% of Silver Lake’s issued capital has been traded per week, with 67.92% of the
companies issued capital being traded in the last 180 trading days.
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Our assessment is that a range of values for Silver Lake shares based on market pricing, after disregarding
post announcement pricing, is between $0.520 and $0.560.

Control Premium
As detailed in section 11.3 and section 12.1.8, we have applied the same control premium to the Proposed
Merged Entity as we have for Doray. We consider an appropriate control premium to be in the range of
30% to 40% with a midpoint of 35%.

Quoted market price including control premium
Applying a control premium to Silver Lake’s quoted market share price results in the following quoted
market price value including a premium for control:
Low
Quoted market price value

High

$

$

$

$0.520

$0.540

$0.560

30%

35%

40%

$0.676

$0.730

$0.784

Control premium
Quoted market price valuation including a premium for
control

Midpoint

Source: BDO analysis

Therefore, our valuation of a Silver Lake share based on the quoted market price method and including a
premium for control is between $0.676 and $0.784, with a rounded midpoint value of $0.730.
Based on the number of Silver Lake shares on issue of 507,962,222, this equates to an equity value (on a
control basis) of between $343.4 million and $398.2 million with a midpoint value of $370.8 million.

Cross check of Silver Lake valuation

QMP value per share (control)

Low

Preferred

High

$'000s

$'000s

$'000s

0.676

0.73

0.784

507,962,222

507,962,222

507,962,222

343,382

370,812

398,242

145,000

161,000

177,000

88,200

112,000

135,600

Value of Silver Lake's other assets and liabilities

100,087

100,087

100,087

Corporate cost adjustment

(29,000)

(28,000)

(27,000)

Total Sum-of-Parts value of Silver Lake

304,287

345,087

385,687

Number of shares
Equity value based on QMP value

Values from our Sum-of-Parts valuation
Value of Silver Lake's Operating Assets
Value of Silver Lake's other mining assets

The above analysis shows that the valuation range based on the QMP approach (after applying a control
premium) is broadly consistent with the values derived under our Sum-of-Parts valuation and therefore
provides support for our Sum-of-Parts valuation of Silver Lake. We note that the QMP value is higher than
our Sum-of-Parts valuation as a result of the following:
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The core value of our Sum-of-Parts valuation lies in our DCF valuation of Silver Lake’s Operating
Assets and valuation of other mineral assets by Optiro. Our DCF valuation is based on our view of
economic assumptions including (but not limited to) exchange rates, forecast pricing and discount
rates as well as Optiro’s view of the technical assumptions underpinning the DCF. The value of
other mineral assets and the DCF valuation are subject to adjustments by Optiro based on a lower
confidence on parts of Silver Lake’s mineral resource. The market price may be based on more
optimistic views of Silver Lake’s ability to convert its resource outside of the current life of mine
plan as well as other technical and/or economic assumptions therefore potentially explaining the
difference between the two approaches;



Further, the QMP may include any blue sky value of Silver Lake’s other exploration assets. We
have commissioned Optiro to provide a valuation of Silver Lake’s other exploration assets as an
independent technical specialist. We have instructed Optiro to prepare their Independent
Technical Assessment and Valuation Report in compliance with the VALMIN Code and other
industry guidelines, whilst also adhering to guidance provided by ASIC’s Regulatory Guides. Market
participants are not governed by these industry codes and therefore may be basing their
valuations on more optimistic assumptions.

12.3 Assessment of the value of the Proposed Merged Entity

Based on the above analysis, we consider the value of a share in the Proposed Merged Entity on a minority
interest basis to be in the range of $0.498 to $0.632 with a preferred value of $0.566. Pursuant to the
Share Scheme, Shareholders will receive 0.6772 shares in the Proposed Merged Entity for every Doray
share they hold. As such, we have assessed the value of 0.6772 shares in the Proposed Merged Entity,
which we consider to be in the range of $0.240 to $0.330 with a preferred value of $0.284.

13. Valuation of the Scheme Options
The terms of the Scheme Options are as follows:
Item
Number of Scheme Options

3,235,043

Exercise price

$0.400

Valuation Date

13-Nov-18

Expiry date

30-Jan-20

Time to expiry (years)
Exercise Conditions

1.21
No

Valuation Methodology
We have used the Black Scholes option pricing model to calculate the value of the Scheme Options.
Under option valuation theory, no discount is made to the fundamental value derived from the option
valuation model for unlisted options over listed shares.
In valuing the Scheme Options, we made the following assumptions regarding the inputs required for our
option pricing model:
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Based on our assessment of a Doray share in section 11.3, we have used the low, preferred and high range
values of $0.231, $0.257 and $0.284 per share as the value of the underlying share to obtain the low,
preferred and high range values for the Scheme Options.

Exercise Price of the Scheme Options
The exercise price is the price at which the underlying ordinary shares will be issued. For the Scheme
Options, the exercise price is $0.40.

Valuation Date
We have valued the Scheme Options as at 13 November 2018, being the last trading day prior to the
announcement of the Schemes. This removes the effect that the announcement of the Schemes may have
had on the price of the underlying share.

Life of the Scheme Options
We have estimated the life of the Scheme Options for the purpose of our valuation. The minimum life of
an option is the length of any vesting period. The maximum life is based on the expiry date, which is
approximately 1.21 years for the Scheme Options. We have assessed the life of the Scheme Options from
the valuation date, being the last trading day prior to the announcement of the Schemes to the expiry
date of 30 January 2020.
There are many factors that determine the rationale for exercising options and therefore, the effective
life of those options. Some of these factors include:
There is a limited track record of unlisted options being exercised early. Generally, early exercise occurs:


If the options are deep in the money as it is profitable for the holder of the option to exercise the
options



If the stock pays a dividend as the opportunity cost of holding the option is high



If the volatility of the underlying share price is low as the probability of the options becoming
deeper in the money is low relative to a highly volatile stock



When the options are held by junior level employees. Senior employees are more likely to
continue their employment with the company and therefore there is no incentive to exercise their
options.

For the purpose of valuing the Scheme Options, we have estimated an exercise date as the expiry date
giving effective lives for the Scheme Options of 1.21 years, which we have input into the Black Scholes
option pricing model.

Expected Volatility of the Share Price
Expected volatility is a measure of the amount by which a price is expected to fluctuate during a period.
The measure of volatility used in option pricing models is the annualised standard deviation of the
continuously compounded rates of return on the share over a period of time.
Many techniques can be applied in determining volatility, with a summary of the methods we use below:
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The square root of the mean of the squared deviations of closing prices from a sample. This can be
calculated using a combination of the opening, high, low, and closing share prices each day the
underlying security trades for all days in the sample time period chosen



The exponential weighted moving average model adopts the closing share price of the Company in
a given time period. The model estimates a smoothing constant using the maximum likelihood
method, which estimates volatility assuming that volatility is not a constant measure and is
predicted to change in the future



The generalised autoregressive conditional heteroscedasticity model. This model takes into
account periods of time where volatility may be higher than normal and/or lower than normal, as
well as the tendency for the volatility to run at its long run average level after such periods of
abnormality. The model will calculate the rate at which this is likely to occur from the sample of
prices thereby enabling estimates of future volatility by time to be made.

The recent volatility of the share price of Doray was calculated over one, two and three year periods prior
to the announcement of the Schemes, using data extracted from Bloomberg. On this basis, we used a future
estimated volatility level of 60% for Doray in our pricing model.

Risk-free Rate of Interest
We have used the Australian Government 2-year bond rate of 2.07% as at the valuation date as an input into
our option pricing model.

Dividends Expected on the Scheme Options
Doray is currently unlikely to pay a dividend during the life of the Scheme Options. Therefore, we have
assumed a dividend yield of nil.

Conclusion
We have set out below our conclusions as to the value of the Scheme Options:
Item

Low

Preferred

High

Underlying closing share price

0.231

0.257

0.284

Exercise price

$0.400

$0.400

$0.400

Valuation date

13-Nov-18

Expiry date

30-Jan-20

Time to expiry (years)

1.21

Volatility

60%

Risk-free rate

2.07%

Number of Scheme Options

3,235,043

Valuation per Scheme Option

$0.023

$0.033

$0.044

Total value of Scheme Options

$74,406

$106,756

$142,342

Source: BDO Analysis

The value of a Scheme Option is in the range of $0.023 to $0.044 with a preferred value of $0.033.
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The Option Scheme Consideration is in the form of a cash offer of $0.0781.

15. Are the Schemes fair?
15.1

Share Scheme

The value of a share in Doray prior to the implementation of the Schemes on a control basis, and the value
of 0.6772 shares in the Proposed Merged Entity following the implementation of the Schemes on a minority
interest basis is compared below:

Ref

Low

Preferred

High

$

$

$

Value of a Doray share prior to the Share Scheme (control)

11.3

0.231

0.257

0.284

Value of 0.6772 shares in the Proposed Merged Entity

12.3

0.240

0.284

0.330

(minority)

The above pricing indicates that, in the absence of any other relevant information, and a superior
proposal, the Share Scheme is fair for Shareholders.

15.2

Option Scheme

The value of a Scheme Option prior to the implementation of the Schemes on a control basis and the value
of the Option Scheme Consideration is compared below:

Ref

Low

Preferred

High

$

$

$

Value of a Scheme Option prior to the Scheme (control)

13

0.023

0.033

0.044

Value of Option Scheme Consideration

14

0.0781

0.0781

0.0781

The above pricing indicates that, in the absence of any other relevant information, and a superior offer,
the Option Scheme is fair for Option holders.
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16. Are the Schemes reasonable?
16.1

Advantages of Approving the Schemes

We have considered the following advantages when assessing whether the Schemes are reasonable.

16.1.1

The Share Scheme is fair for Shareholders

As set out in section 15, the Share Scheme is fair. RG 111.12 states that an offer is reasonable if it is fair.

16.1.2

The Option Scheme is fair for Option holders

As set out in section 15, the Option Scheme is fair. RG 111.12 states that an offer is reasonable if it is fair.

16.1.3

Creation of an enlarged group and re-rating as a mid-tier gold producer

Based on the pre-Scheme market capitalisations of both Doray and Silver Lake, if the Share Scheme is
approved then the Proposed Merged Entity will have a market capitalisation of approximately $424.9
million.
The increased market capitalisation may result in the Company being eligible for inclusion in the S&P
ASX300 index. The S&P ASX300 index is rebalanced semi-annually (with the next rebalancing due on 31
March 2019), therefore if the Share Scheme is approved, the Proposed Merged Entity may be included by
30 September 2019.
This may create increased demand for the Proposed Merged Entity’s shares with investors re-balancing
their portfolios to include those constituents of the index, as well as creating increased buying support
from Exchange Traded Funds. These types of investors often transact in high values relative to retail
shareholders, which may create upward pressure on the Proposed Merged Entity’s share price as well as
improving liquidity.

16.1.4

Creates a group with a stronger balance sheet and access to Silver
Lake’s cash reserves

If the Share Scheme is implemented, then Shareholders will hold shares in a Company with combined net
cash and cash equivalents of approximately $116.4 million (based on balances of Doray and Silver Lake at
31 December 2018). This will provide the Proposed Merged Entity with a working capital buffer whilst also
allowing it to pursue other investment or exploration opportunities.
The stronger balance sheet of the Proposed Merged Entity may also be more attractive to potential
investors, improving the ability of the Proposed Merged Entity to raise capital as well as potentially
increasing the liquidity of its shares.

16.1.5

Exposure to a more diversified suite of assets

If the Share Scheme is implemented, Shareholders will go from holding shares in a company with a single
producing asset to holding shares in a mid-tier gold mining company with two gold producing and cash
flow positive projects. Despite both Deflector and Mount Monger being primarily gold assets, exposure to a
second producing asset may diversify away part of the project specific risk associated with a single
producing company.
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Pursuant to ASIC’s regulatory guides, we have assessed the Share Scheme as a control transaction.
Notwithstanding, as set out in the table below, no individual shareholder will hold a controlling interest in
the Proposed Merged Entity, with the largest shareholder being Ruffer who will hold approximately 9.45%
of the issued capital of the Proposed Merged Entity. Based on shareholdings as at the date of our Report,
no other shareholder will hold 5% or more of the issued capital of the Proposed Merged Entity.
Therefore, the Share Scheme does not preclude Shareholders from receiving a control premium in the
future and is unlikely to deter a future takeover offer from being made.

16.1.7

Option Scheme Consideration provides Option holders with an
opportunity to exit their investment with certainty

The Scheme Options are unlisted and are currently out-of-the-money. As such, there is no observable
market on which the Scheme Options can be traded, nor would it be economic for Option holders to
exercise the Scheme Options and sell the shares. The Option Scheme therefore provides Option holders
with an opportunity to exit their investment.
Further, the Option Scheme Consideration is in the form of cash therefore it provides Option holders with
the certainty of the value of returns.

16.2

Disadvantages of Approving the Schemes

We have considered the following disadvantages when assessing whether the Schemes are reasonable.

16.2.1

Dilution of Shareholders’ interests and exposure to the Deflector
project

Following the implementation of the Scheme, Shareholders’ interests will be diluted from holding 100% of
the assets of Doray to holding approximately 37.77% of the Proposed Merged Entity. Therefore,
Shareholders’ ability to participate in the potential upside of Deflector will be reduced as a result of the
dilution.

16.2.2

Option holders will no longer have exposure to the upside potential of
Doray

If the Option Scheme is approved, Option holders no longer have an exposure to the underlying assets of
Doray and therefore are not able to participate in any upside, should the share price increase and the
Scheme Options become in-the-money.

16.3

Alternative Proposal

We are unaware of any alternative proposal that might offer the Shareholders and Option holders of Doray
a premium over the value ascribed to, resulting from the Schemes.

16.4

Tax implications

Shareholders and Option holders are directed to Section 9 of the Scheme Booklet for a more detailed
explanation of the tax implications of the Schemes for Shareholders and Option holders. We emphasise
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that the tax circumstances of each security holder can differ significantly and individual security holders
are advised to obtain their own specific advice.

16.5

Consequences of not Approving the Schemes

Potential decline in share price
We have analysed movements in Doray’s share price since the Scheme was announced. A graph of Doray’s
share price leading up to and following the announcement is set out below. For a longer historical period,
please refer to Section 11.3 of Our Report to review Doray’s 12-month pre-announcement share price
history.

Doray share price and trading volume history
4.0
Announcement of the Schemes

Share Price ($)

0.400
0.350

3.5
3.0

0.300

2.5

0.250

2.0

0.200

1.5

0.150
0.100

1.0

0.050

0.5

0.000

-

Volume

Volume (millions)

0.450

Closing share price

Source: Bloomberg

The closing price of a Doray share from 3 September 2018 to 22 January 2019 ranged from a low of $0.305
on 13 September 2018 to a high of $0.420 on 23 October 2018.
The Schemes were announced on 14 November 2018. On the date that the Schemes were announced, the
share price closed at $0.320, down from a closing price of $0.360 on the previous trading day. On that
day, 2.77 million shares were traded representing approximately 0.62% of Doray's current issued capital.
Following the announcement of the Schemes, the share price of Doray has increased steadily, closing at
$0.370 on 8 January 2019, before declining slightly over the subsequent weeks to close at $0.345 on 22
January 2019. We note that although the initial reaction on the day the Schemes were announced was
negative, the share price of Doray increased over the subsequent weeks, suggesting that the
announcement has been well received by the market.
Therefore, if the Share Scheme is not approved, there is a risk that the price of a Doray share may decline
back to pre-announcement levels.
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If the Share Scheme is approved by Doray Shareholders and the Court, but the Option Scheme is not
approved, the merger will still proceed and Silver Lake will acquire all of the Doray shares, but Option
holders will continue to hold their Scheme Options. In those circumstances, Doray would become a whollyowned subsidiary of Silver Lake, meaning there will not be an active market for the Doray shares issued to
Option holders on exercise of their Scheme Options. Silver Lake may have a right to compulsorily acquire
the Scheme Options after the Share Scheme is implemented, but are under no obligation to do so.
Therefore, there is a risk to Option holders that if the Share Scheme is approved, but the Option Scheme
is not, they will be unable to sell their shares if they were to exercise the Scheme Options. This will
reduce the value of the underlying asset and therefore the value of the Scheme Options.

17. Conclusion
We have considered the terms of the Share Scheme as outlined in the body of this report and have
concluded that the Share Scheme is fair and reasonable and in the best interests of the Shareholders of
Doray.
We have considered the terms of the Option Scheme as outlined in the body of this report and have
concluded that the Option Scheme is fair and reasonable and in the best interests of the Option holders of
Doray.

18. Sources of information
This report has been based on the following information:


Draft Scheme Booklet on or about the date of this report;



Scheme Implementation Deed;



Audited financial statements of Doray for the years ended 30 June 2016, 30 June 2017 and 20 June
2018;



Audited financial statements of Silver Lake for the years ended 30 June 2016, 30 June 2017 and 30
June 2018;



Consolidation spreadsheets of Doray for the year ended 30 June 2018 and for the four months ended
31 October 2018;



Consolidation spreadsheets of Silver Lake for the year ended 30 June 2018 and for the four months
ended 31 October 2018;



Unaudited management accounts of Doray for the period from 1 July 2018 and 31 October 2018;



Unaudited management accounts of Silver Lake for the period from 1 July 2018 and 31 October 2018;



Independent Technical Assessment and Valuation Report prepared by Optiro;



Share registry information of Doray;



Share registry information of Silver Lake;



Option registry information of Doray;



Option registry information of Silver Lake;



Bloomberg;
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S&P Capital IQ;



RBA’s monetary policy decisions for 2018;



IBIS World;



United States Geological Survey;



Research and Broker Reports;



Quarterly activities and cash flow reports of Doray and Silver Lake for September 2018;



Energy and Metals Consensus Forecast for December 2018; and



Discussions with Directors and Management of Doray and Silver Lake.
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19. Independence
BDO Corporate Finance (WA) Pty Ltd is entitled to receive a fee of $205,000 (excluding GST and
reimbursement of out of pocket expenses). The fee is not contingent on the conclusion, content or future
use of this Report. Except for this fee, BDO Corporate Finance (WA) Pty Ltd has not received and will not
receive any pecuniary or other benefit whether direct or indirect in connection with the preparation of
this report.
BDO Corporate Finance (WA) Pty Ltd has been indemnified by Doray in respect of any claim arising from
BDO Corporate Finance (WA) Pty Ltd's reliance on information provided by Doray, including the non
provision of material information, in relation to the preparation of this report.
Prior to accepting this engagement BDO Corporate Finance (WA) Pty Ltd has considered its independence
with respect to Doray and Silver Lake and any of their respective associates with reference to ASIC
Regulatory Guide 112 ‘Independence of Experts’. In BDO Corporate Finance (WA) Pty Ltd’s opinion it is
independent of Doray and Silver Lake and their respective associates.
A draft of this report was provided to Doray and Silver Lake and its advisors for confirmation of the factual
accuracy of its contents. No significant changes were made to this report as a result of this review.
BDO is the brand name for the BDO International network and for each of the BDO Member firms.
BDO (Australia) Ltd, an Australian company limited by guarantee, is a member of BDO International
Limited, a UK company limited by guarantee, and forms part of the international BDO network of
Independent Member Firms. BDO in Australia, is a national association of separate entities (each of which
has appointed BDO (Australia) Limited ACN 050 110 275 to represent it in BDO International).

20. Qualifications
BDO Corporate Finance (WA) Pty Ltd has extensive experience in the provision of corporate finance
advice, particularly in respect of takeovers, mergers and acquisitions.
BDO Corporate Finance (WA) Pty Ltd holds an Australian Financial Services Licence issued by the Australian
Securities and Investment Commission for giving expert reports pursuant to the Listing rules of the ASX
and the Corporations Act.
The persons specifically involved in preparing and reviewing this report were Sherif Andrawes and Adam
Myers of BDO Corporate Finance (WA) Pty Ltd. They have significant experience in the preparation of
independent expert reports, valuations and mergers and acquisitions advice across a wide range of
industries in Australia and were supported by other BDO staff.
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Sherif Andrawes is a Fellow of the Institute of Chartered Accountants in England & Wales and a Fellow of
Chartered Accountants Australia & New Zealand. He has over 30 years’ experience working in the audit
and corporate finance fields with BDO and its predecessor firms in London and Perth. He has been
responsible for over 350 public company independent expert’s reports under the Corporations Act or ASX
Listing Rules and is a CA BV Specialist. These experts’ reports cover a wide range of industries in Australia
with a focus on companies in the natural resources sector. Sherif Andrawes is the immediate past
Chairman of BDO in Western Australia, Corporate Finance Practice Group Leader of BDO in Western
Australia and the Global Natural Resources Leader for BDO.
Adam Myers is a member of the Australian Institute of Chartered Accountants. Adam’s career spans 20
years in the Audit and Assurance and Corporate Finance areas. Adam is a CA BV Specialist and has
considerable experience in the preparation of independent expert reports and valuations in general for
companies in a wide number of industry sectors.
Ashton Lombardo is a member of the Australian Institute of Chartered Accountants. Ashton has over seven
years of experience in Corporate Finance and has facilitated the preparation of numerous independent
expert’s reports and valuations. Ashton has a Bachelor of Economics and a Bachelor of Commerce from the
University of Western Australia and has completed a Graduate Diploma of Applied Corporate Governance
with the Governance Institute of Australia.
Waqar Ali is a fellow member of the Association of Chartered Certified Accountants and a CFA
Charterholder. He has 12 years of experience in Corporate Finance and has facilitated the preparation of
numerous valuations for various purposes in a range of industry sectors.

21. Disclaimers and consents
This report has been prepared at the request of Doray for inclusion in the Scheme Booklet which will be
sent to all Doray Shareholders and Option holders. Doray engaged BDO Corporate Finance (WA) Pty Ltd to
prepare an independent expert's report to consider the proposed acquisition of all the issued shares of
Doray by Silver Lake, as well as the proposed purchase of the Scheme Options.
BDO Corporate Finance (WA) Pty Ltd hereby consents to this report accompanying the above Scheme
Booklet. Apart from such use, neither the whole nor any part of this report, nor any reference thereto
may be included in or with, or attached to any document, circular resolution, statement or letter without
the prior written consent of BDO Corporate Finance (WA) Pty Ltd.
BDO Corporate Finance (WA) Pty Ltd takes no responsibility for the contents of the Scheme Booklet other
than this report.
We have no reason to believe that any of the information or explanations supplied to us are false or that
material information has been withheld. It is not the role of BDO Corporate Finance (WA) Pty Ltd acting
as an independent expert to perform any due diligence procedures on behalf of the Company. The
Directors of the Company are responsible for conducting appropriate due diligence in relation to Silver
Lake. BDO Corporate Finance (WA) Pty Ltd provides no warranty as to the adequacy, effectiveness or
completeness of the due diligence process.
The opinion of BDO Corporate Finance (WA) Pty Ltd is based on the market, economic and other conditions
prevailing at the date of this report. Such conditions can change significantly over short periods of time.
The forecasts provided to BDO Corporate Finance (WA) Pty Ltd by Doray and Silver Lake and its advisers
are based upon assumptions about events and circumstances that have not yet occurred. Accordingly, BDO
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With respect to taxation implications it is recommended that individual Shareholders and Option holders
obtain their own taxation advice, in respect of the Schemes, tailored to their own particular
circumstances. Furthermore, the advice provided in this report does not constitute legal or taxation
advice to the Shareholders or Option holders of Doray, or any other party.
BDO Corporate Finance (WA) Pty Ltd has also considered and relied upon independent valuations for
mineral assets held by Doray and Silver Lake.
The valuer engaged for the mineral asset valuation, Optiro, possess the appropriate qualifications and
experience in the industry to make such assessments. The approaches adopted and assumptions made in
arriving at their valuation is appropriate for this report. We have received consent from the valuer for the
use of their valuation report in the preparation of this report and to append a copy of their report to this
report.
The statements and opinions included in this report are given in good faith and in the belief that they are
not false, misleading or incomplete.
The terms of this engagement are such that BDO Corporate Finance (WA) Pty Ltd is required to provide a
supplementary report if we become aware of a significant change affecting the information in this report
arising between the date of this report and prior to the date of the meeting or during the offer period.

Yours faithfully
BDO CORPORATE FINANCE (WA) PTY LTD

Sherif Andrawes

Adam Myers

Director

Director
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Appendix 1 – Glossary of Terms
Reference

Definition

Abbotts

The Abbotts exploration project, sold by Doray to Thundelarra Limited for 11 million
shares in Thundelarra

The Act

The Corporations Act 2001 Cth

Adjusted Doray Model

The BDO-adjusted Doray Model

Adjusted Silver Lake Model

The BDO-adjusted Silver Lake Model

AFCA

Australian Financial Complaints Authority

Aldiss

Silver Lake’s Aldiss mining centre, located within the Mount Monger Camp

ALK

Alkane Resources Limited

Alloy

Alloy Resources Limited

Andy Well

The Andy Well Gold Project

APES 225

Accounting Professional & Ethical Standards Board professional standard APES 225
‘Valuation Services’

ASIC

Australian Securities and Investments Commission

ASX

Australian Securities Exchange

AUD

Australian Dollars

BDO

BDO Corporate Finance (WA) Pty Ltd

BDO Tax

BDO Corporate Tax (WA) Pty Ltd

CAPM

Capital asset pricing model

Cock-eyed Bob

Silver Lake’s Cock-eyed Bob underground Mine, located within the Mount Monger
Camp

The Company

Doray Minerals Limited

COT

Continuity of ownership test

Corporations Act

The Corporations Act 2001 Cth
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Reference

Definition

CY

Calendar year

Daisy Complex

Silver Lake’s Daisy Complex underground gold mine, located within Mount Monger

DCF

Discounted Future Cash Flows

Deflector

Doray’s 100% owned Deflector Gold Copper Mine

Doray

Doray Minerals Limited

Doray’s other mineral assets

The residual resources (mineral resources and exploration assets) not included in
the DCF valuation of Doray’s Operating Assets

Doray Model

Forecast cash flow model of Doray’s operating assets as prepared by the
management of Doray

EBIT

Earnings before interest and tax

EBITDA

Earnings before interest, tax, depreciation and amortisation

FME

Future Maintainable Earnings

FOS

Financial Ombudsman Service

FSG

Financial Services Guide

Galane

Galane Australia Pty Ltd

Gnaweeda Project

Doray’s Gnaweeda Gold Project

GR Engineering

GR Engineering Services Limited

Harry’s Hill

Silver Lake’s Harry’s Hill open pit mine, located within the Mount Monger Camp

Horse Well JV

Doray’s Horse Well Joint Venture with Alloy Resources Limited

Imperial

Silver Lake’s Imperial gold deposit, located within the Mount Monger Camp

Independent Technical

The technical assessment and valuation report prepared by Optiro Pty Ltd dated 29

Assessment and Valuation

January 2019

Report’
JORC Code

The Australasian Code for Reporting of Exploration Results, Mineral Resources and
Ore Reserves (2012 Edition)

Km

Kilometre
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Reference

Definition

Ktpa

kilo-tonne per annum

LoM

Life of Mine

MACA

MACA Limited

Majestic

Silver Lake’s Majestic gold deposit, located within the Mount Monger Camp

Maxwells

An underground gold mine, within Silver Lake’s Mount Monger Camp

Mount Monger

Silver Lake’s Mount Monger Gold Camp

MRI

MRI Trading AG

Mutiny Gold

Mutiny Gold Limited

NAV

Net Asset Value

Off-take Agreement

An off-take agreement between Doray and MRI Trading AG, for 100% of the
concentrate produced from Deflector, from the commencement of commercial
production until Deflector has sold 67,000 dry metric tonnes of concentrate or until
31 December 2022 (whichever occurs earlier)

Option holders

Option holders of Doray

Option Scheme

Under the SID, the Option holders of Doray will receive cash consideration of
$0.0781 for every option in Doray that they hold at the record date

Option Scheme

Cash consideration of $0.0781 for every Scheme Option in Doray held

Consideration
Optiro

Optiro Pty Ltd

PPE

Property, plant and equipment

The Proposed Merged Entity

Doray will become a wholly owned subsidiary of Silver Lake, and each share in Silver
Lake that a Doray shareholder will receive will be a share in the combined entity
following the Scheme

QMP

Quoted market price

Randalls Mill

Silver Lake’s Randalls Gold Processing Facility, located within the Mount Monger
Camp

RBA

Reserve Bank of Australia
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Reference

Definition

Regulations

The Scheme is to be implemented pursuant to section 411 of the Corporations Act.
Part 3 of Schedule 8 to the Corporations Act Regulations 2001

Our Report

This Independent Expert’s Report prepared by BDO

RG 60

ASIC’s Regulatory Guide: Schemes of arrangement (September 2011)

RG 111

ASIC’s Regulatory Guide: Content of expert reports (March 2011)

RG 112

ASIC’s Regulatory Guide: Independence of experts (March 2011)

The Schemes

the Share Scheme and Option Scheme collectively

Scheme Booklet

The scheme booklet prepared by Doray, in order to assist the Shareholders and
Option holders in their decision whether to approve the Share Scheme and Option
Scheme

Scheme Option

The 3,374,779 options exercisable at $0.40 each on or before 30 January 2020,
subject to the Option Scheme

Section 411

Section 411 of the Corporations Act

Section 611

Section 611 of the Corporations Act

Share Scheme

The scheme of arrangement between Doray and Silver Lake under which Doray
shareholders will receive 0.6772 Silver Lake shares for every Doray share that they
hold

Share Scheme Consideration

Under the terms of the Share Scheme, each Doray shareholder will receive 0.6772
Silver Lake shares for every Doray share held at the record date

Shareholders

Shareholders of Doray

SID

Scheme Implementation Deed

Silver Lake

Silver Lake Resources Limited

Silver Lake’s Operating

Silver Lake’s Mount Monger operations, which comprises several operating gold

Assets

mines, including Daisy Complex, Maxwells, Cock-eyed Bob and Harry’s Hill mine

Silver Lake’s other mineral

Silver Lake’s residual mineral resources and exploration assets not included in the

assets

discounted cash flow valuation

Silver Lake Model

Forecast cash flow model of Silver Lake’s operating assets as prepared by the
management of Silver Lake
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Reference

Definition

Sum-of-Parts

A combination of different methodologies used together to determine an overall
value where separate assets and liabilities are valued using different methodologies

Thundelarra

Thundelarra Limited

US

The United States of America

USD or US$

US Dollar

The Valmin Code

Australasian Code for Public Reporting of Technical Assessments and Valuations of
Mineral Assets (2015 Edition)

Valuation Engagement

An Engagement or Assignment to perform a Valuation and provide a Valuation
Report where the Valuer is free to employ the Valuation Approaches, Valuation
Methods, and Valuation Procedures that a reasonable and informed third party
would perform taking into consideration all the specific facts and circumstances of
the Engagement or Assignment available to the Valuer at that time.

VWAP

Volume Weighted Average Price

WACC

Weighted Average Cost of Capital

Westpac

Westpac Banking Corporation

Westgold

Westgold Resources Limited

Copyright © 2019 BDO Corporate Finance (WA) Pty Ltd
All rights reserved. No part of this publication may be reproduced, published, distributed, displayed,
copied or stored for public or private use in any information retrieval system, or transmitted in any form
by any mechanical, photographic or electronic process, including electronically or digitally on the Internet
or World Wide Web, or over any network, or local area network, without written permission of the author.
No part of this publication may be modified, changed or exploited in any way used for derivative work or
offered for sale without the express written permission of the author.
For permission requests, write to BDO Corporate Finance (WA) Pty Ltd, at the address below:
The Directors
BDO Corporate Finance (WA) Pty Ltd
38 Station Street
SUBIACO, WA 6008
Australia
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Appendix 2 – Valuation Methodologies
Methodologies commonly used for valuing assets and businesses are as follows:
1
Net asset value (‘NAV’)
Asset based methods estimate the market value of an entity’s securities based on the realisable value of
its identifiable net assets. Asset based methods include:


Orderly realisation of assets method



Liquidation of assets method



Net assets on a going concern method

The orderly realisation of assets method estimates fair market value by determining the amount that
would be distributed to entity holders, after payment of all liabilities including realisation costs and
taxation charges that arise, assuming the entity is wound up in an orderly manner.
The liquidation method is similar to the orderly realisation of assets method except the liquidation
method assumes the assets are sold in a shorter time frame. Since wind up or liquidation of the entity
may not be contemplated, these methods in their strictest form may not be appropriate. The net assets
on a going concern method estimates the market values of the net assets of an entity but does not take
into account any realisation costs.
Net assets on a going concern basis are usually appropriate where the majority of assets consist of cash,
passive investments or projects with a limited life. All assets and liabilities of the entity are valued at
market value under this alternative and this combined market value forms the basis for the entity’s
valuation.
Often the FME and DCF methodologies are used in valuing assets forming part of the overall Net assets on
a going concern basis. This is particularly so for exploration and mining companies where investments are
in finite life producing assets or prospective exploration areas.
These asset based methods ignore the possibility that the entity’s value could exceed the realisable value
of its assets as they do not recognise the value of intangible assets such as management, intellectual
property and goodwill. Asset based methods are appropriate when an entity is not making an adequate
return on its assets, a significant proportion of the entity’s assets are liquid or for asset holding
companies.
2
Quoted Market Price Basis (‘QMP’)
A valuation approach that can be used in conjunction with (or as a replacement for) other valuation
methods is the quoted market price of listed securities. Where there is a ready market for securities such
as the ASX, through which shares are traded, recent prices at which shares are bought and sold can be
taken as the market value per share. Such market value includes all factors and influences that impact
upon the ASX. The use of ASX pricing is more relevant where a security displays regular high volume
trading, creating a liquid and active market in that security.
3
Capitalisation of future maintainable earnings (‘FME’)
This method places a value on the business by estimating the likely FME, capitalised at an appropriate rate
which reflects business outlook, business risk, investor expectations, future growth prospects and other
entity specific factors. This approach relies on the availability and analysis of comparable market data.
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The FME approach is the most commonly applied valuation technique and is particularly applicable to
profitable businesses with relatively steady growth histories and forecasts, regular capital expenditure
requirements and non-finite lives.
The FME used in the valuation can be based on net profit after tax or alternatives to this such as earnings
before interest and tax (‘EBIT’) or earnings before interest, tax, depreciation and amortisation
(‘EBITDA’). The capitalisation rate or ‘earnings multiple’ is adjusted to reflect which base is being used
for FME.
4
Discounted future cash flows (‘DCF’)
The DCF methodology is based on the generally accepted theory that the value of an asset or business
depends on its future net cash flows, discounted to their present value at an appropriate discount rate
(often called the weighted average cost of capital). This discount rate represents an opportunity cost of
capital reflecting the expected rate of return which investors can obtain from investments having
equivalent risks.
Considerable judgement is required to estimate the future cash flows which must be able to be reliably
estimated for a sufficiently long period to make this valuation methodology appropriate.
A terminal value for the asset or business is calculated at the end of the future cash flow period and this is
also discounted to its present value using the appropriate discount rate.
DCF valuations are particularly applicable to businesses with limited lives, experiencing growth, that are
in a start up phase, or experience irregular cash flows.
5
Market Based Assessment
The market based approach seeks to arrive at a value for a business by reference to comparable
transactions involving the sale of similar businesses. This is based on the premise that companies with
similar characteristics, such as operating in similar industries, command similar values. In performing this
analysis it is important to acknowledge the differences between the comparable companies being analysed
and the company that is being valued and then to reflect these differences in the valuation.
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Appendix 3 – Independent Technical
Assessment and Valuation Report
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1.

SUMMARY

BDO Corporate Finance (WA) Pty Ltd (BDO) was appointed to act as Independent Expert in respect of
the proposed merger of Doray Minerals Limited (Doray) and Silver Lake Resources Limited (Silver
Lake). Optiro has acted as Independent Mineral Specialist in assisting BDO. The Independent Expert
Report will be included in the Scheme of Arrangement booklet which has been prepared to allow
Doray shareholders to vote on the proposed transaction, whereby each Doray shareholder will receive
0.6772 Silver Lake shares for every Doray share held.
Both Doray and Silver Lake are public companies on the Official List of the Australian Securities
Exchange.

DORAY MINERALS LIMITED
Doray’s Deflector Project is located in the southern Murchison region of Western Australia, 450 km
north of Perth and 160 km east of the regional city of Geraldton. First gold production from Deflector
occurred in May 2016.
Deflector is a shallow, narrow vein, high-grade gold - copper underground mine. Gold and copper
mineralisation is hosted within a series of structurally-controlled lodes. A purpose-built processing
facility was constructed to enable recovery of gold from a gravity circuit prior to the production of a
copper gold concentrate from flotation.
The Deflector Project comprises 16 granted mining leases (39.2 km2) and seven granted exploration
licences (480 km2). A further nine miscellaneous licences (required for infrastructure relating to
mining activities) covering approximately 10.8 km2 are held or are in application. All tenements are
100% held by Doray.
A Mineral Resource estimate of the gold and copper mineralisation at Deflector was prepared by
Doray in March 2018. The Mineral Resources at Deflector and Da Vinci have been classified and
reported in accordance with the guidelines of the JORC Code (2012) and were reported by Doray
above a gold cut-off grade of 1 g/t. The Mineral Resources comprise 453 kt at 8.7 g/t gold and 1.2%
copper of Measured, 1,179 kt at 10.2 g/t gold and 0.5% copper of Indicated and 1,220 kt at 7.3 g/t
gold and 0.4% copper of Inferred material.
These Mineral Resource figures have been depleted for underground and open pit mining as at 30
June 2018, except for the Da Vinci lode, which is as at 31 July 2018
An Ore Reserve Statement of the gold and copper mineralisation at Deflector was prepared by Doray
in July 2018. The Ore Reserves at Deflector have been classified and reported in accordance with the
guidelines of the JORC Code (2012) and comprise 300 kt at 4.3 g/t gold and 0.5% copper of Proved and
1,300 kt at 5.1 g/t gold and 0.3% copper of Probable Ore Reserve material.
The Deflector mine employs both underground and open pit mining methods, with the underground
mine providing more than 90% of the ore feed over a life of mine which currently extends to June
2022. Underground mining activities are performed by GBF Mining and Industrial Services Pty Ltd
(GBF) with Doray providing technical services, management and supervision. The primary mining
method is narrow vein longhole open stoping.
Doray owns and operates the Deflector process plant, which has been operational since May 2016
and which will continue operating until the end of financial year (FY) 2022 based on the current mining
schedule. The processing facility was designed to enable recovery of gold from a gravity circuit prior
to the production of a copper-gold concentrate via flotation. The flotation circuit is able to process
either oxide ore (via sulphidisation) or primary ore via sulphide flotation. Doray plans to mainly
process primary ore for the remainder of the mine life as both oxide and transition ore sources are
largely exhausted.
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Optiro considers that the exploration results to date show that there is potential for significant
mineralisation additions at Deflector and these exploration results will be included in the 2019
Deflector Mineral Resource estimate as additional resources. Opportunity exists to extend
mineralisation to both the north (Da Vinci) and south. Furthermore, there is potential to define
mineralisation to the east through extensions to the Contact Lodes, and the west through the Western
Splay lodes. Optiro considers that there remains good potential to convert and define additional
Mineral Resources at Deflector to at least double the current life of mine.

SILVER LAKE RESOURCES LIMITED
Silver Lake’s Mount Monger Operation is located 50 km southeast of Kalgoorlie and is accessible via
the Mount Monger road, which is bitumen for 15 km and then an all-weather unsealed road for the
remaining 35 km. The Mount Monger Operation comprises three separate mining centres (Daisy,
Mount Belches and Aldiss) along with the Randalls Mill.
The Daisy Mining Centre is located 19 km northwest of the Randalls mill and has provided a base load
asset for the Mount Monger Operation. The Daisy Complex comprises a number of mineralised lodes
and features a progressive infill and extensional drilling programme to complement the mine
development schedule (Figure 4.2). The Daisy Mining Centre has typically delivered approximately
1,500 ounces per vertical metre mined since FY2009.
The Mount Belches Mining Centre is a separate mining centre located 18 km to the east of the Randalls
mill, which currently comprises the shallow Maxwells and Cock-eyed Bob underground mines, along
with Mineral Resources at Santa and Rumbles. Silver Lake is focussed on building output and ore
contribution from Maxwells and advancing the down-plunge and strike extensions to the multiple
lodes identified.
The Aldiss Mining Centre is Silver Lake’s third Mining Centre at Mount Monger, located approximately
50 km east of the Randalls Mill. Aldiss comprises three proximal open pits, with ore currently sourced
from Harry’s Hill through an owner-operator, conventional drill, blast, load and haul mining operation.
The Mount Monger Operation in total comprises 61 granted mining leases (137 km2), 28 granted
prospecting licences (38.4 km2) and 10 exploration licences (102.3 km2). A further two mining leases
(10.2 km2) and two prospecting licences (3.7 km2) remain in application.
A further 33 general purpose licences (required for infrastructure relating to mining production
activities) covering approximately 49.8 km2, and eight general purpose licences (1.3 km2) are held or
are in application. The majority of tenements are 100% held by Silver Lake. All production is from
100% owned mining leases.
Silver Lake’s current Mineral Resources are located within five areas: Daisy, Imperial/Majestic, Mount
Belches, Aldiss and Randalls. Mineral Resources estimated for the Daisy Complex, Lorna Doone,
Wombola Dam, Majestic, Imperial, Maxwells, Santa, Cock-eyed Bob, Anomaly A, Karonie, Harry’s Hill,
French Kiss, Spice, Tank/Atriedes and Lucky Bay have been classified and reported in accordance with
the guidelines of the JORC Code (2012). The Mineral Resources estimated for the other deposits were
prepared in accordance with the guidelines of the 2004 edition of the JORC Code and have not been
updated since then.
The Mineral Resources have been reported by Silver Lake above a gold cut-off grade of 1.67 g/t at
Daisy; the other deposits have been reported above cut-off grades of 1 g/t for resources that are
anticipated to be extracted by open pit mining and above 2 g/t for resources that are anticipated to
be extracted by underground mining. These Mineral Resource figures have been depleted for
underground and open pit mining as at 30 June 2018.
The Mineral Resources comprise 2,200 kt at 5.3 g/t gold of Measured, 17,488 kt at 3.3 g/t gold of
Indicated and 11,379 kt at 4.1 g/t gold of Inferred material.
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An Ore Reserve Statement of the gold mineralisation at Mount Monger Operations was prepared by
Silver Lake in August 2018. The Ore Reserves at Mount Monger Operations have been classified and
reported in accordance with the guidelines of the JORC Code (2012) and comprise 1,319 kt at 2.9 g/t
gold of Proved and 3,937 kt at 3.2 g/t gold of Probable Ore Reserve material.
The Mount Monger Operations employs both underground and open pit mining methods with mining
activities finishing in FY2022. Underground mining activities are performed by GBF (as for Deflector)
with Silver Lake providing technical services, management and supervision. The primary underground
mining method is narrow vein longhole open stoping. Open pit mining is performed by Silver Lake
personnel with hired mobile fleet.
The Mount Monger process plant (Randalls) was relocated from the New Celebration gold mine with
some modifications after that plant was decommissioned. The plant was designed with a rated
capacity of 1.2 Mtpa (since increased to 1.3 Mtpa) and all ore from the Mount Monger Operation is
processed through the mill that is located 19 km from the Daisy Complex. The Mount Monger
Operation will continue operating until end of FY2023, based on the current mining schedule. Optiro
notes Silver Lake’s significant Mineral Resource position and considers that there remains good
potential to convert and define additional Mineral Resources at Mount Monger to at least double the
current life of mine.

VALUATION
1.3.1.

INTRODUCTION

Optiro has assisted with the valuation of the mineral assets of Doray and Silver Lake, using similar
methodologies in each case. Both the Deflector Project of Doray and the Mount Monger Operation
of Silver Lake have been partially valued using a discounted cashflow approach. Optiro has been
instructed by BDO to review and provide an opinion on the technical assumptions within the life of
mine plans provided by Doray and Silver Lake. All commentary on costs by Optiro is on a real basis.
Optiro has provided an assessment of the reasonableness of the input parameters and the mine
schedules.
In determining the appropriate valuation method(s) to be used for the exploration potential and the
Mineral Resources outside of the life of mine for both Doray and Silver Lake’s mineral assets, Optiro
has taken into consideration the classification of these assets according to the categories defined in
the VALMIN Code and the different methodologies that are generally accepted as industry practice
for each classification. Generally, there are three broad methods of valuation that are used for valuing
mineral assets: these are the market approach, cost approach and income approach. The market and
cost approaches are used for the grass-roots through to advanced exploration stages, and the income
approach is used for advanced projects with defined reserves to operating mines.
For valuation of the Mineral Resources outside of the respective life of mine schedules, the approach
that Optiro has elected to use is defined as an inferential method and relies on comparative or
subjective inputs, such as the “rule of thumb” or appraised value method. Such a method values the
property in dollars per unit area or dollars per resource tonne. Optiro has elected not to use a
discounted cashflow style valuation to determine fair market value for these additional resources, as
there remains uncertainty on the timing and likelihood of development for resources outside of the
life of mine schedule for both the Deflector and Mount Monger Operations.
1.3.2.

DORAY

Optiro has reviewed Doray’s Ore Reserves at its Deflector Project and the inputs from its most recent
life of mine financial model (made available by Doray). On the basis of its review of the data, Optiro
has made changes to the mining and processing schedule to appropriately risk weight the inclusion of
Inferred material in the life of mine. No other changes were considered necessary.
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For the valuation of the Doray Mineral Resources outside of the life of mine, Optiro identified 30
transactions that are considered to be of use in assessing the current market value attributed to gold
Mineral Resources. The summary of Optiro’s valuation, on an 100% equity basis, is presented in Table
1.1.
Optiro has assigned zero value to the exploration potential of the broader Deflector area. Optiro
considers that there remains good exploration potential within the Project area, but its value is
adequately accounted for in the enterprise value calculations and comparable Mineral Resource
transactions informing the Mineral Resources valuation.
Table 1.1

Doray mineral assets valuation summary (100% equity basis)

Mineral asset
Remnant Mineral Resources
Total

1.3.3.

Low
20
20

Value (A$M)
High
30
30

Preferred
25
25

SILVER LAKE

Optiro has reviewed Silver Lake’s Ore Reserves at its Mount Monger Operation and the inputs from
its most recent life of mine financial model made available by Silver Lake. On the basis of its review
of the data, Optiro has made changes to a number of key input parameters. These include adjusting
the mining and processing schedule to appropriately risk weight the inclusion of Inferred classified
material included in the life of mine model, applying the projected contract mining rates and Silver
Lake costs to the physical schedule and adjusting the processing costs to better reflect previous actual
costs and changes to the power supply costs. Including the power saving cost, the processing
operating cost is estimated to be $26.30/t (excluding ore haulage and excluding ROM rehandling) for
FY2020 onwards.
Optiro has valued the Mineral Resources outside of the declared Silver Lake life of mine plan by
applying a market value based upon related transactions. Optiro has split Silver Lake’s Mineral
Resources (outside of the life of mine schedule) into various components. These comprise Mineral
Resources considered to have a high likelihood of conversion (or part conversion) to Ore Reserves
within the near term, and Mineral Resources that are considered to be low priority or to require
significant additional work.
Optiro has assigned a zero value to the exploration potential of the Mount Monger area. Optiro
considers that there remains good exploration potential within the Mount Monger Operation area,
but its value is adequately accounted for in the enterprise value calculations and comparable Mineral
Resource transactions informing the Mineral Resources valuation.
The summary of Optiro’s valuation of the assets of Silver Lake’s Mineral Resources outside of the
current life-of-mine is presented in Table 1.2 on an 100% equity basis.
Table 1.2

Silver Lake mineral assets valuation summary (100% equity basis)

Mineral asset
Remnant Mineral Resources
Total

Low
$88.2
$88.2

Value (A$M)
High
$135.6
$135.6

Preferred
$112.0
$112.0
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TERMS OF REFERENCE
Optiro was engaged by Doray Minerals Limited (Doray) but instructed by BDO Corporate Finance (WA)
Pty Ltd (BDO), which is acting as Independent Expert in the proposed merger of Doray and Silver Lake
Resources Limited (Silver Lake). BDO has been commissioned by Doray to prepare an Independent
Expert Report which will be included in a Scheme of Arrangement booklet. The booklet has been
prepared to allow Doray shareholders to vote on the proposed transaction, whereby each Doray
shareholder will receive 0.6772 Silver Lake shares for every Doray share held.
Optiro’s role is as an Independent Mineral Specialist advising BDO. Specifically, Optiro has been
instructed by BDO to provide an independent opinion on the technical inputs underpinning the
financial models for Doray’s Deflector Project and Silver Lake’s Mount Monger Operation, which
include the following:
•
•
•
•
•
•

the level of Mineral Resources and Ore Reserves
mining physicals (including tonnes of ore mined, quality, waste material and mine life)
processing physicals (including ore processed and produced)
production profiles
production and operating costs (including, but not limited to drilling, blasting, mining, haulage,
processing, transport, general administration, distribution and marketing, contingencies and
royalties or levies)
capital expenditure (including, but not limited to project capital costs, sustaining capital
expenditure, salvage value, rehabilitation and contingency.

All commentary on costs by Optiro is on a real basis. Furthermore, Optiro was instructed to carry out
an Independent Valuation of the mineral assets held by Doray and Silver Lake that are outside of the
Deflector and Mount Monger mine plans, as well as a valuation of any exploration assets held by Doray
or Silver Lake which Optiro considers to be of material value.
This report has been prepared in accordance with the Australasian Code for the Public Reporting of
Technical Assessments and Valuations of Mineral Assets (2015) (the VALMIN Code) and the
Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves (2012)
(the JORC Code), as well as the Australian Securities and Investment Commission (ASIC) Regulatory
Guides 111 and 112. The VALMIN Code defines the technical value of an asset as an assessment of
the future net economic benefit accruing to the asset at the valuation date under a set of assumptions
deemed appropriate by a practitioner, excluding any premium or discount to account for market
considerations.
The fair market value of an asset is the amount of money (as cash or another consideration) as
determined by the Expert, who must assume that asset should change hands on the valuation date in
an open and unrestricted market between a willing seller and a willing buyer in an arm’s length
transaction, in which each party acts knowledgeably, prudently and without compulsion. Essentially
the fair market value comprises the technical value and a market-related premium or discount relating
to market conditions at the valuation date.
The assets of both Doray and Silver Lake comprise, variably, projects for which there are declared Ore
Reserves as defined by the JORC Code, projects which have declared Mineral Resources, which have
been reported according to the JORC Code, and properties which have exploration potential but no
defined Mineral Resources or Ore Reserves. Optiro has used a variety of valuation methods in deriving
its valuation for the mineral assets outside of the declared life of mine (LOM) plan, each of which is
commensurate with the assets being valued.
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Mr Jason Froud and Mr Ben Wilson of Optiro carried out site visits to the Mount Monger and Deflector
Projects in December 2018 as part of the valuation process.
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OVERVIEW
Doray is an Australian-based company which has as its principal asset the Deflector gold-copper
Project (the Deflector Project), located in the mid-west of Western Australia. Doray has, in addition
to the established Ore Reserves and Mineral Resources which comprise the Deflector Project, an
exploration land package surrounding the Deflector Project of approximately 519 km2, which is
prospective for gold-copper mineralisation.

THE DEFLECTOR PROJECT
3.2.1.

INTRODUCTION

The Deflector Project is located in the southern Murchison region of Western Australia, 450 km north
of Perth and 160 km east of the regional city of Geraldton (Figure 3.1). The first gold production from
Deflector was in May 2016.
Deflector is a shallow, narrow vein, high-grade gold and copper underground mine. Gold and copper
mineralisation is hosted within a series of structurally-controlled lodes. A fit-for-purpose processing
facility was constructed to enable recovery of gold from a gravity circuit prior to the production of a
copper gold concentrate via flotation methods.
Doray acquired the Deflector Project in 2015 following its acquisition of Mutiny Gold Limited (Mutiny).
Following its initial drilling activities, Mutiny had completed a scoping study showing that the Deflector
Project was potentially profitable. As a result of this, Mutiny embarked on a series of drilling
programmes and conducted extensive metallurgical test work to improve the geological and
metallurgical confidence associated with the Deflector mineralisation. A study review was
commenced in March 2013 and completed in September 2013, concluding that Deflector was a viable
and profitable project.
On 19 May 2015, Doray announced that following the completion of a detailed review, its Board had
formally approved the development of the Deflector Project, subject to completion of funding
requirements and final approvals. Doray then advised that it had successfully commenced open pit
mining at Deflector on 8 February 2016, and the mine was officially opened on 26 October 2016.
The project currently has a four year mine life, with potential to significantly add to Ore Reserves
through exploration to extend the currently-known mineralisation, as well as through new discoveries
in the immediate mine vicinity.
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Figure 3.1

Location of the Deflector Project, regional infrastructure and towns (source: Doray)

3.2.2.

HISTORY

Prior to Deflector, gold mining had occurred at Gullewa from 1897 to 1942, predominantly from the
Daisy, Shannadoah, Gullewa Queen, Monarch, Phoenix, Victory United, Golden Stream, Mugga King
and Mugga Queen Mines (Table 3.1). Minimal unrecorded gold production may have occurred at a
number of small historical workings scattered across the Gullewa project area, such as those found at
the Caldwell, Dunbar and Oliver’s Well prospects.
Table 3.1

Summary of historic production at Gullewa (source: Doray)

Period

Tonnes

Gold grade
(g/t)

Gold produced
(oz)

1897 to 1942

24,000

46.3

35,726

1994 to 1997

163,500

2.76

14,508

2002 to 2003

210,000

2.69

18,162

Total 1897 to 2003

397,500

3.82

68,396

From the 1960s to 1985, exploration was the primary focus of activities, with no known production
within this period. Work was mainly focused on base metal exploration in the Mugga Mugga prospect
area by CRA Exploration Pty Ltd, Anglo American, Esso Exploration and Production Australia Inc,
Goldfields Exploration Pty Ltd and Samin Ltd, who also explored the Gearless Well magnetic feature
as a possible carbonatite / Mt Weld-type intrusive prospective for rare earth elements, along with BHP
and Union Oil Development Corporation. The Brandy Hill and Pipeline Bore prospects were explored
during this time for base metals and gold by a number of companies, which included Western Mining
Corporation, Australian Anglo American Ltd, North Flinders Mines Ltd and Amax Australia (Operations)
Ltd.
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Between 1985 and 1989 Golden Plateau NL, in JV with Aztec Exploration Limited, explored the area
surrounding the historic Golden Stream workings, two km to the northeast of Deflector.
Sons of Gwalia Limited (SOG) entered the area in 1990 and formed a Joint Venture with National
Resources Exploration Limited (NRE). SOG initially undertook scout RAB drilling on a number of targets
initiated through a review of existing exploration data. SOG also acquired, processed and interpreted
existing aeromagnetic data, which resulted in the identification of Deflector as an area prospective for
gold mineralisation. The ‘deflection’ was an interpreted northeast-southwest trending structure along
the western edge of the Gearless Well intrusive that had been offset by a northwest-southeast
trending fault. Initial bedrock RAB drilling at Deflector returned maximum grades of 1,900 ppb gold
and 2,760 ppm copper, with subsequent reverse circulation (RC) drilling during October 1991 marking
the discovery of significant gold mineralisation with a best intercept of 8 m at 10.6 g/t gold from 12
m.
In 1994, SOG decided to exit the area and sold all of its assets to NRE, which continued to manage and
fund all exploration in the region. During 1994 and 1995, NRE built the Gullewa gold treatment plant.
In 1996, NRE changed its name to Gullewa Gold NL (GUL). Ore was mined from open pits (Monarch,
Michaelangelo and Golden Stream) and underground (King Solomon and New Phoenix). Mining
ceased the same year and efforts were then directed to resource definition drilling at Deflector.
From 1998 to 1999, GUL entered into a JV with Acacia Resources Ltd (ARL), which excluded Deflector.
GUL did not undertake any significant physical exploration at the Deflector Deposit during this period.
In September 2000, King Solomon Mines (KSM) entered an agreement to purchase the Gullewa CIL
gold plant. During 2001, KSM acquired the remaining tenements from Gullewa and merged with
Menzies Gold Limited (MGL) to facilitate development of the project. Menzies refurbished the
Gullewa CIL gold plant in 2002. Ore was mined from the Brandy Hill, Rocksteady, Michaelangelo and
Deflector open pits. A portion of mill feed was also mined from the underground workings of the King
Solomon and Xmas Gift mines. Production ceased in January 2003 when Deflector became the
operation’s sole ore source, as the gold-copper ore could not be treated in the existing CIL plant.
In July 2003, Hallmark Consolidated Limited (HCL) purchased the MGL assets and renamed as Batavia
Mining Limited (BTV) in September 2003. From this time, a series of resource definition drilling
campaigns were undertaken by BTV at Deflector, with the aim of establishing sufficient reserves to
support a new mining venture at Gullewa. In 2008, ATW Gold Corp Pty Ltd (ATW) purchased 100% of
the Gullewa Gold Mine Project and associated operating assets. Initial exploration activities included
the completion of both IP and gravity surveys. In July 2010, Mutiny reached an agreement to purchase
the Gullewa Gold Project from ATW. The tenements were subsequently purchased and transferred
to Mutiny in December 2011.
In the period 2012 to 2014 no exploration activities were carried out on the project. In October 2014,
Doray and Mutiny announced a merger, which was completed in March 2015. Construction on the
Deflector processing plant and mining operations started shortly after. The Deflector mine was
officially opened on the 26th of October 2016.
3.2.3.

TENURE

The Deflector Project comprises 16 granted mining leases covering approximately 39.2 km2 and seven
granted exploration licences covering approximately 480 km2 (Table 3.2 and Figure 3.2). A further
nine miscellaneous licences (required for infrastructure relating to mining production activities)
covering approximately 10.8 km2 are held or are in application. All tenements are 100% held by Doray.
Total current annual expenditure requirements on the tenements totals $971,300, with a further
$170,306 in rent.
Optiro is not qualified to provide a legal opinion on the status of the Project licences but as at the
valuation date has reviewed Doray’s licence permits and the Western Australian Department of Mines,
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Industry Regulation and Safety’s (DMIRS) licence records and found them to be in good order.
Accordingly, Optiro is satisfied that Doray has good and valid title to the described licences required
to explore and undertake project development and mining on the Project in the manner proposed.
Doray has met or exceeded licence conditions and expenditure (or exemptions have been granted)
and Optiro considers it likely that the licences will be renewed as and when required. Any future
commercial exploitation of mineralisation outside the current mining leases will require the grant of
a mining lease if not already in place.
Table 3.2

Lease
E59/1240
E59/1241
E59/1242
E59/1274
E59/1275
E59/2156
E59/2173
L59/158
L59/159
L59/160
L59/35
L59/49
L59/50
L59/64
L59/70
L59/71
M59/132
M59/133
M59/224
M59/294
M59/335
M59/336
M59/356
M59/391
M59/392
M59/442
M59/49
M59/507
M59/522
M59/530
M59/531
M59/68
Total

Deflector Project tenement schedule (source: Doray)

Project
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector
Deflector

Managing company
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd
Doray Minerals Ltd

Ownership
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Expiry
9/07/2019
4/08/2019
9/07/2019
19/11/2019
6/04/2019
22/12/2021
26/03/2022
Application
Application
Application
24/10/2019
1/03/2021
1/03/2021
17/04/2033
18/09/2031
18/09/2031
25/01/2031
1/12/2030
1/07/2033
6/12/2035
17/10/2036
17/10/2036
5/12/2036
6/02/2038
6/02/2038
4/11/2039
18/03/2029
13/12/2019
8/03/2022
27/08/2022
2/05/2022
8/12/2029

Area
km2

Exploration
commitment

Rent

126.00
123.00
126.00
36.00
33.00
21.00
15.00
1.15
1.18
1.62
0.27
0.22
0.09
0.01
5.70
0.55
0.20
3.72
2.34
5.85
0.32
0.04
1.30
2.65
1.79
7.63
1.94
0.09
2.66
2.33
4.96
1.40
530.00

$126,000
$123,000.00
$126,000.00
$70,000.00
$70,000.00
$20,000.00
$15,000.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$10,000.00
$37,300.00
$23,500.00
$58,500.00
$10,000.00
$5,000.00
$13,000.00
$26,500.00
$17,900.00
$76,400.00
$19,500.00
$10,000.00
$26,600.00
$23,400.00
$49,600.00
$14,100.00
$971,300

$23,814
$23,247.00
$23,814.00
$6,804.00
$6,237.00
$952.00
$680.00
$0.00
$0.00
$0.00
$445.50
$363.00
$148.50
$16.50
$9,405.00
$907.50
$374.00
$6,975.10
$4,394.50
$10,939.50
$598.40
$93.50
$2,431.00
$4,955.50
$3,347.30
$14,286.80
$3,646.50
$168.30
$4,974.20
$4,375.80
$9,275.20
$2,636.70
$170,306

All gold metal produced from the Project is subject to a 2.5% Western Australian State Government
ad valorem royalty. Copper produced in concentrate is subject to a 5% royalty on the value of the
material. In addition, a 1% royalty on gross revenue from various tenements in the Project, including
M59/442 (hosting the Deflector Mine), is payable to Gullewa Ltd. A further royalty being 1% of gold
produced or 3% of net profits (whichever is greater) from M59/68 is payable to Woods, Woods and
Searle.
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Figure 3.2

Deflector Project tenements (source: Doray)

The Project is contained within pre-native title mining leases. Three Native Title registered claims are
present in the surrounding areas, comprising:
•
•
•

Southern Yamatji – sole claim group around the mining tenements
Mullewa Wadjarri – to the east of the Salt River bed
Widi – to the northeast of the mining tenements

Heritage work is currently undertaken with whichever groups are appropriate. The Yamatji Marlpa
Aboriginal Corporation (YMAC) represent the Sothern Yamatji people and a good working relationship
exists.
3.2.4.

GEOLOGY

REGIONAL GEOLOGY
The Deflector deposit is a gold-copper mineral system located in the Gullewa Greenstone Belt (GGB)
of the Yilgarn Craton, Western Australia. The Yilgarn Block is a highly mineralised granite-greenstone
terrane with surface geology consisting of more than 80% granitic gneiss and granitoid rocks. The
remainder of the block is largely made up of metasedimentary and metavolcanic rocks in arcuate
greenstone belts, which, on the basis of distinct sedimentary and magmatic associations,
geochemistry, and ages of volcanism, have been divided into a number of distinct terranes.
The Gullewa area is defined by a stratigraphic sequence comprising a lower group of ultramafic and
mafic greenstones with minor local banded iron formation (BIF), overlain by intermediate and felsic
volcanic rocks, with an upper association of clastic sediments, including shale, sandstone,
conglomerate, and turbidites (Figure 3.3). Three distinct lithological domains - northern, southern and
eastern - have been identified.
The Gullewa Goldfield and Deflector occur in the northern domain, which is dominated by high
magnesium basalt and contains a distinct package of tholeiitic basalt and BIF, which appears to be the
preferred host for much of the known mineralisation. A thin sequence of turbidites and black shales
is present in drilling southeast of the Deflector trend, where these rocks appear too young to the
southeast towards the Gearless Well trachyandesite.
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There are a number of gold prospects noted within the GGB. These include the Gearless Well, Golden
Stream, King Solomon, Monarch, Michaelangelo, Gullewa Hill, and Rocksteady prospects.
Comparatively, the occurrence of gold-only mineralisation within the GGB far outweighs base metal
mineralisation occurrences. Isolated intercepts of copper and zinc have also been observed at
Rocksteady and beneath a gossan at Murdalyou Range at Mugga King; however, these have been
described by others as being largely insignificant.
Figure 3.3

Regional geology of the Deflector area (source: Doray)

LOCAL GEOLOGY
The Deflector deposit is hosted beneath a broad drainage system, comprised of sheetwash, and a
braided channel deposit that transports alluvium from the northwest, through the project area,
towards the Salt River. Beneath the cover sequence the deposit is hosted by a monotonous sequence
of pillowed, variolithic, high-magnesium basalts that have been intruded by dacitic porphyry, dolerite
and dolerite-lamprophyre dykes (typically orientated 45° towards 240°) and an exolithic stock.
Underlying the northwestern side of Deflector is a large area of metabasalt that has a stratigraphic
thickness of at least 300 m, strikes 045° magnetic, and dips steeply to the southeast. The metabasalt
is in contact with a sedimentary unit dominated by siltstone on the southeastern side of the deposit.
The high magnesium metabasalt is generally black, fine-grained, extremely hard and lacks any obvious
cleavage. A needle-like texture that is similar to spinifex textures in komatiities is observed in
approximately half of the basalt units, and the others have poorly developed pillows.
The heterogeneous nature of the sedimentary sequence makes rock identification difficult. Siltstone
is thought to be the major rock type in the sedimentary zone, which is mostly black and graphitic,
however it can be locally pale brown or grey. There is an absence of cleavage or fissile bedding.
Quartz-feldspar porphyries and dark grey to black, intermediate biotite lamprophyres are observed to
cut the sedimentary sequence. The lamprophyres are considered to be offshoots of the Gearless Well
trachyandesite, which sits approximately 300 m southeast of the basalt-sediment contact. Biotite-rich
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rocks are observed to occur locally within the sedimentary sequence and are hypothesised to
represent the product of potassic metasomatism associated with the biotite porphyries. Thin
porphyries are observed throughout the entire Deflector area; however, porphyry dykes are most
abundant east of the basalt-sedimentary contact.
A major sinistral reverse fault in the north end of the mine, called the Shredder Fault, offsets the ore
lodes by approximately 35 m and is itself intruded by dacitic porphyry.
MINERALISATION
The main three lodes within Deflector (West, Central and Contact) are tabular sheets of mineralisation,
all striking northeast with a moderate variation in thickness, and occurring parallel to the enclosing
strata (Figure 3.4).
The gold-copper mineralisation at Deflector falls into three main lodes, named the Western, Central
and Contact. The Western and Central Lodes are the major ore-bearing horizons and make up the
bulk of the economic mineralisation. Within these lodes, gold-copper mineralisation is hosted by
brittle veins and shear structures. Quartz reefs and some shear zones within the oxide and supergene
zones are overprinted by mixtures of malachite, azurite, chrysocolla, chalcocite and native copper, as
well as numerous less common secondary copper minerals. In fresh rock, the mineralisation occurs
as quartz, carbonate, chalcopyrite and pyrite veins, with associated breccias. Visible gold is noted in
both oxide and fresh mineralisation. Alteration is restricted to around the lodes, but typically includes
silica, feldspar, carbonate, biotite, chlorite, and sericite.
The Western Zone comprises a complex series of north-northwest striking and east-dipping splay lodes
around a steep north-south striking west-dipping lode. The lodes are often brecciated, with
mineralised stringer veining and brecciation extending into the host rock around fault bends and stepovers. The main controls on mineralisation include lithological contacts, rheological contrasts and
interaction with pre-mineralisation shear zones and dykes. The lode is cross-cut by a series of
northwest-southeast striking shears dipping moderately to the southwest. Steep north-plunging highgrade shoots occur at lode intersections between the main mineralised lode, splays and linking
structures. The Western Zone is notably more complex and sulphide-rich (pyrite/chalcopyrite) than
the Central Lode. In the southern end of the mine the Western Zone converges with the Central lode,
with the two lodes being parallel and east-dipping.
The Central Lode comprises a continuous north-northeast striking east-dipping lode with irregular and
sporadic stringer veins. The lode displays a distinctive stepped jog-like habit with the steeper dipping
portions of the lode being slightly thicker than the shallower dipping sections, a behaviour typical of
shear-extension veins. The immediate footwall to the reef displays no evidence of shearing, whereas
the hanging wall contact is marked by a planar fault surface. High-grade ore shoots plunge steeply to
the north and appear to occur at lode intersections or convergence points. The southern half of the
Central lode is disrupted by a series of north-south striking shear zones.
The Contact Lodes comprise three east-dipping ore zones hosted along basalt and sedimentary
contacts. The lodes are typically narrower and lower grade than the Western and Central Lodes, with
distinctive pyrrhotite-rich mineralisation.
Chalcopyrite is documented as being the only significant copper-bearing mineral in the primary
unweathered mineralised areas of the lodes, with pyrite also occurring. An oxidised zone exists from
the base of the alluvium to a depth of approximately 40 m, below which there is a transitional zone
extending to approximately 70 m that is dominated by chalcocite and pyrite. The oxidised zone
contains the copper minerals malachite and chrysocolla, with native copper being common in the
lower parts of the zone and closely correlated with cuprite. There is little evidence for pervasive
alteration adjacent to the lodes; however, the rock within the lodes is always chloritised, with biotite
alteration occurring locally and carbonate being rare. The hydrothermal fluid and associated mineral
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assemblage (quartz, orthoclase, chlorite, epidote, biotite, calcite, and pyrite) suggest low
temperature, greenschist conditions and the brittle fracture style of the lode and veinlets suggest that
mineralisation occurred at a relatively shallow depth.
Petrographic and geochemical analyses provide strong evidence that an orogenic gold event at
Deflector was superimposed on an existing ‘fossil’ base-metal system. The presence of two textural
types of pyrite, as well as disequilibrium textures within samples, indicate that two independent
hydrothermal fluids have interacted within the deposit itself. The identification of orogenic endmember samples provides evidence that one of these fluids was an orogenic fluid sourced from depth.
Figure 3.4

Local geology of the Deflector Project showing the main deposits (source: Doray)

3.2.5.

EXPLORATION

In-mine exploration over 2017/18 has included surface diamond and RC programmes and the
commencement of underground grade control drilling.
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Surface diamond drilling from August 2017 to December 2017 included 28 holes for 10,901 m, infilling
areas of the Deflector Western and Central lodes to allow Inferred Mineral Resources to be upgraded
to Indicated. Results from this drilling were largely in line with the existing interpretation on controls
on mineralisation, with significant intercepts returned from the high-grade plunge in the south end of
the Deflector mineralisation.
Three holes targeting depth extensions of the Western Zone returned strong intersections from
hanging wall splays and subsidiary structures located to the west of the main Deflector Western Zone.
These holes highlighted a lack of significant mineralisation immediately down-dip of the true Western
Zone; however, they indicated that mineralisation at depth on the Western Zone has either shifted
west onto parallel but related structures or was potentially offset by faulting. These multiple highgrade intersections west of the main Deflector deposit present a clear future near-mine exploration
target. Multiple high-grade results were also returned from the Contact Lodes that sit to the east of
the currently mined Central Lode and Western Zone.
Surface RC drilling from December 2017 to January 2018 included 17 RC holes for 3,006 m which were
drilled into the southern extents of the Contact Lode system. The programme was successful in
intersecting high-grade mineralisation within the Contact Lode 2 position, approximately 300 m south
of the previous interpretation, and also delineated a new mineralised structure known as Contact Lode
3 over a strike of 150 m.
Underground grade control drilling commenced in August 2017 and is ongoing, with 18,680 m drilled
to the end of March 2018. Grade control drilling was primarily aimed at infilling data gaps for stope
definition, defining the southern limits to mineralisation on the Western and Central Lodes and
providing data to assist lode interpretation in areas of high complexity. Multiple high-grade results
were returned from the newly defined Link Lode and several hanging wall lodes to the Western Zone.
The drilling confirmed the complexity and multiple lode nature of the Western Zone and predominant
east dip of high-grade lodes at depth.
The Link Lode was previously unrecognised in historic surface drilling that was preferentially oriented
parallel to the lode and a data shadow existed between the Western and Central Lode (Figure 3.5).
The lode was first intersected in underground development and then further defined by low-angle
underground grade control drilling. The high-grade lode has an overall north-northwest strike and
dips moderately east, over a length of 500 m and depth of >400 m. The lode splays off the Western
Zone near the Shredder Fault at mine northing 4970 mN and intersects the Central Lode around 4550
mN. Mineralisation in the lode consists of a narrow (~0.3m wide) chalcopyrite-rich vein that contains
visible gold and consistently returns high-grade assay results (>25 g/t gold and >2% copper). The Link
Lode and similar east-dipping lode structures represent high-priority targets for future in-mine
exploration.
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Figure 3.5

Cross section showing the Link Lode and drill shadow between the Western and Central Lodes (source: Doray)

NEAR-MINE EXPLORATION
Near-mine exploration has involved surface and underground drilling of the newly discovered Da Vinci
lodes, which represent northern extensions to Deflector. The discovery of Da Vinci was announced
in April 2017 as part of a surface diamond programme that targeted the Western Zone north of the
Shredder Fault and south of the dolerite dyke. Previous drilling to the north of the dolerite dyke had
failed to intersect Deflector-style mineralisation.
Follow-up drilling from surface and underground has delineated a strike extent of >200 m from mine
grid 5130 mN to the 5330 mN and a depth extent of over 200 m. The drilling completed to date has
outlined a similar lode structure to that seen in the Western Zone south of the dyke and suggests that
these lodes are the northern continuation of the Western Zone. The lodes consist of steeply westdipping lodes with closely associated steep east-dipping splays. The lodes remain open to the north
and are offset to the west by a northwest-southeast trending structure (Karai Fault).
3.2.6.

MINERAL RESOURCES

MINERAL RESOURCE SUMMARY
A Mineral Resource estimate of the gold and copper mineralisation at the Deflector project was
prepared by Doray in March 2018. The Mineral Resources at Deflector have been classified and
reported in accordance with the guidelines of the JORC Code (2012) and were reported by Doray
above a gold cut-off grade of 1 g/t (Table 3.3). These Mineral Resource figures have been depleted by
Doray for underground and open pit mining as at 30 June 2018. Optiro further depleted the Mineral
Resources for production from 1 July 2018 to 31 October 2018 as part of this report, except for the Da
Vinci lode which is as at 31 July 2018..
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Deflector Mineral Resources as at 30 June 2018 (31 July 2018 for Da Vinci) reported above a cut-off grade of 1 g/t gold
(source: Doray)
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Category
Measured
Indicated
Inferred
Total

Tonnage
kt
453
1,179
1,220
2,851

Gold
g/t
8.7
10.2
7.3
8.7

Copper
%
1.2
0.5
0.4
0.6

Contained metal
Gold
Copper
k oz
tonnes
127
5,500
387
6,000
287
5,000
800
16,600

Technical Reviews
In June 2018, Cube Consulting Pty Ltd (Cube) conducted a review of the Mineral Resource estimate
prepared by Doray with the objective of identifying any fatal flaws associated with the estimation
process. Cube reported that the estimated Mineral Resources adequately reflect the global mineral
inventory and are without material flaw (Cube, 2018).
Optiro conducted a review of the Mineral Resource model. This included:
•
•
•
•
•
•
•

review of the drillhole assay data and interpreted mineralised lodes
review of the statistical and geostatistical parameters interpreted by Doray as documented in
the Mineral Resource report (Wellman and Cossom, 2018)
visual comparison of the mineralised intersections with the block model grades for the main
lodes
examination of the validation statistical and trend plots prepared by Doray
confirmation that the resource model was depleted by the existing workings (open pit, levels
and stopes) as defined by wireframe models provided by Doray
reporting of the Mineral Resources from the block model
depletion of the Mineral Resources by the planned open pit and underground LOM wireframe
models prepared by Doray, to determine the existing remnant Mineral Resources.

GEOLOGICAL DATA SUPPORTING THE RESOURCE ESTIMATE
The Deflector Mineral Resource estimate is based on data obtained from 1991 to 2018 from 1,114 RC
drillholes, 270 surface diamond drillholes and 112 underground diamond drillholes. The database is
currently being managed by Doray using the DataShed system. Historic data was previously collated
and validated by Xstract Mining Consultants.
Drill spacing varies within the main mineralised area from 20 m by 25 m to 50 m by 50 m. Surface
grade control drill spacing is at 5 m by 5 m and underground diamond drilling is at a nominal spacing
of 12.5 m by 20 m. Surface diamond drilling by Doray is at HQ2 size and surface RC drilling uses a face
sampling hammer and 5” bit. Underground diamond drilling commenced in 2017 with NQ sized core.
Collar locations were previously based on a local mine grid, with the north-south lines orientated 038°
and the east-west lines orientated 128° to account for the strike of the West and Central Lodes. A
new mine grid was established by Doray and all drilling locations were transformed under the
management of the Doray Chief Mine Surveyor. Errors of up to 2 m horizontally are reported in some
historic drillhole locations. The locations of the Doray drillholes are surveyed by onsite staff surveyors
using DGPS in local mine grid coordinates.
Approximately, 67% of the historic drillholes have been surveyed down-the-hole. Documentation
states that the Eastman camera shots and Reflex Ez-shots were taken every 30 m down-hole during
the 2006 drilling programmes, but that some readings were anomalous due to magnetics. The post
2009 historic drilling down-the-hole survey methodology has not been documented; however, survey
camera shots were taken within non-magnetic cases post drilling. All Doray drillholes have been
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Very limited information is available for sample preparation methods for the pre-2009 drilling
programmes. Documentation indicates that industry standards were implemented for the post-2009
RC and diamond drilling.
Doray has employed industry standard assaying methodologies. Gold analysis is by a 50 g charge fire
assay with an AAS finish and copper by inductively coupled mass spectrometry and optical
spectrometry techniques undertaken by Min-Analytical, a NATA-accredited laboratory.
QAQC
A combination of gold and base metal certified standards are inserted by Doray at a rate of 1 in 20.
Blanks are inserted following predicted high-grade samples (i.e. visible gold). Field duplicates are
taken using quarter core in mineralised zones from approximately one in five drillholes. Grind checks
are routinely completed in every assay batch to ensure that samples are suitably pulverised.
Where issues are identified by QAQC these have been followed up with the laboratory, and re-assaying
occurs as required. All issues are documented in monthly QAQC reports completed by Doray Senior
Geologists. In addition, quarterly meetings are held with representatives of Min-Analytical and the
Doray Resource Development Manager to review laboratory performance. Doray has reported that
the data is at an appropriate standard for resource estimation.
Mineralisation Interpretation
The lode interpretations were completed by the Deflector Mine Geology team using Leapfrog and
Surpac software. Doray has systematically logged and recorded the mineralised lodes in drilling data
and the lodes were modelled using Leapfrog software on a geological basis, using a minimum width
of 0.3 m, and without primary reliance on grade. A total of 32 mineralisation domains were
interpreted and sub-domains were defined at oxidation boundaries.
Bulk density
Bulk density values were generally obtained using water displacement data collected by Doray from
diamond core in primary rock. Where not available, density was obtained by down-hole Gamma
logging of 13 holes, carried out by Pilbara Wireline Services and using a water displacement method
in four holes by Doray field staff. Gamma logged holes were logged at 10 cm intervals from the surface
to the base of penetration of the probe (some holes had collapsed). These intervals were then
composited to 1 m to produce a total of 1,170 values. The density data were grouped by oxidation
state and lithology type (sediment, mafic, and felsic) and into mineralised and waste materials and
assigned to the block model (Table 3.4).
Table 3.4

Deflector – assigned density values (source: Doray)

Description
Overburden
Oxide, waste, sediment
Oxide, waste, mafic
Oxide, mineralised
Transitional, waste, mafic
Transitional, waste, sediment
Transitional, mineralised
Fresh, waste, sediment
Fresh, waste, mafic
Fresh, Central/Contact Lode
Fresh, Western Zones
Fresh, Link Lode

Density t/m3
2.10
2.23
2.32
2.51
2.62
2.59
2.69
2.72
2.96
2.97
3.01
3.09
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MINERAL RESOURCE ESTIMATION
For resource estimation the data was composited to 1.0 m downhole intervals. The top-cutting
strategy for each of the estimation domains was based on analysis of probability plots, histograms and
the spatial distribution of outliers. Top-cuts applied to gold range from 15 g/t to 200 g/t (for all except
two domains, which have low numbers of data) with the majority of the domains top-cut to 50 g/t
gold. For copper, top-cut grades range from 7% to 30%.
Mineralisation continuity for gold and copper was assessed by variogram analysis using Snowden
Supervisor software. The modelled variograms for the main domains (i.e. Western, Central, Contact
and Link Lodes) were assigned to some of the corresponding smaller splay domains. Gold grade
continuity is generally strongest at around 40° to 50° plunging to the north, which corresponds to the
convergence of the Central and Western Zones in the southern part of the mine. This high-grade
plunge is replicated as an intersection lineation of the newly defined Link Lode structure with both the
Central and Western Zones. Copper continuity exhibits a similar northerly plunge, but also a
secondary trend of around 30° to the south. Kriging Neighbourhood Analysis (KNA), using the
modelled variogram parameters, was used to optimise the block size and estimation parameters for
both gold and copper.
Surpac software was used for block grade estimation. A model was generated using a block size of
1 mE by 20 mN by 20 mRL blocks for grade estimation and sub-celling to 0.25 mE by 5.0 mN by 5.0 mRL
was applied for volume resolution of the narrow lodes. 28 domains were estimated using ordinary
kriging techniques with the remaining four domains (minor splay structures) assigned a mean grade
for gold and copper due to an insufficient number of data points. Sub-domains were defined at the
weathering horizons on the main Western Zone and Central lode. High grade copper trends were also
sub-domained with the interpreted lodes. Search parameters were aligned parallel to the interpreted
principal directions and a minimum of 8 and 16 samples were used for block grade estimation. A single
pass search strategy was implemented for most domains, with the exception of the Link Lode, where
a three-pass search strategy was used.
The estimated block grades were validated by visual comparison of the drillholes and blocks and by
comparing the mean input grade (top-cut and declustered) with the estimated block grade. Grade
trend profiles were constructed to assess any global bias, average grade conformance and to detect
any obvious estimation issues. The trend plots were examined for gold and copper within each
domain in the easting, northing and elevation directions.
Reconciliation
Reconciliation of the resource model and the estimated total metal (from production data), including
the dilution halo, indicates that the estimated gold is within 4.5% of the mill produced gold and that
the copper metal is within 9% of the estimated copper. Compared to production the model has undercalled the gold and overcalled the copper. The reconciliation is within the confidence limits of the
assigned classification.
Classification and reporting
The Mineral Resources at Deflector have been classified as Measured, Indicated and Inferred in
accordance with the guidelines of the JORC Code (2012). Criteria considered for the classification
included geological continuity, data quality, drill spacing, modelling technique, estimation parameters
(search strategy, number of informing composites, average distance of composites from blocks) and
kriging quality parameters such as slope of regression. Polygons were defined in long section and used
to assign the resource classification for the main Western, Central, Link and Contact Lodes as well as
the Da Vinci Lodes. The interpreted splays were assigned an Inferred classification.
The Deflector Mineral Resource estimate was depleted for mining from as-built survey pickups of ore
drive development and stoping completed as at 30 June 2018.
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Optiro considers that the Deflector Mineral Resource has been appropriately estimated and that good
practice has been followed. The quality of input data, QAQC, interpretation and sample spacing is
suitable and this information has been considered in applying the Mineral Resource classification. The
Mineral Resource estimate is reasonable and does not present a material risk to the on-going
operations at Deflector.
3.2.7.

ORE RESERVES

The current publicly reported Ore Reserves for the Deflector Mining Operations as at June 30, 2018
(Doray, ASX Announcement 11 July 2018), are prepared in accordance with the JORC Code 2012, are
presented in Table 3.5 and Table 3.6.
Table 3.5

Deflector Operations Gold Ore Reserve as at 30 June 2018 (source: Doray)

Gold

Proved
Tonnes
(kt)

Location
Underground
Open Pit
Surface Stockpiles
Total Reserve
Table 3.6

Au
Ounces

Tonnes
(kt)

Total

Au
Grade
(g/t)

Au
Ounces

Tonnes
(kt)

Au
Grade
(g/t)

Au
Ounces

280

4.2

39,000

1,100

5.3

190,000

1,400

5.1

230,000

-

-

-

170

3.8

21,000

170

3.8

21,000

13

5.0

2,100

-

-

-

13

5.0

2,100

300

4.3

41,000

1,300

5.1

210,000

1,600

5.0

250,000

Deflector Operations Copper Ore Reserve as at 30 June 2018 (source: Doray)

Copper
Location
Underground
Open Pit
Surface Stockpiles
Total Reserve

Au
Grade
(g/t)

Probable

Proved
Tonnes
(kt)
280

Probable

Cu
Grade
(%)

Cu
tonnes

Tonnes
(kt)

0.5

1,400

Total

Cu
Grade
(%)

Cu
tonnes

Tonnes
(kt)

1,100

0.3

2,900

1,400

Cu
Grade
(%)

Cu
tonnes

0.3

4,300

-

-

-

170

0.3

570

170

0.3

570

13

0.7

90

-

-

-

13

0.7

90

300

0.5

1,500

1,300

0.3

3,500

1,600

0.3

5,000

STANDARDS AND DEFINITIONS
Ore Reserves at the Deflector Project have been reported in accordance with the JORC Code (2012).
Under the JORC Code (2012):
An ‘Ore Reserve’ is the economically mineable portion of a Measured or Indicated Mineral
Resource. It includes diluting materials and allowances for losses, which may occur when the
material is mined or extracted and is defined by studies at Pre-Feasibility or Feasibility level as
appropriate that include application of Modifying Factors. Such studies demonstrate that, at
the time of reporting, extraction could reasonably be justified.
Modifying Factors include mining, processing, metallurgical, infrastructure, economic,
marketing, legal, environmental, social and governmental factors.
The Deflector Mineral Resources reported by Doray have been reported inclusive of the Ore Reserves.
RESERVE ESTIMATION METHODOLOGY – UNDERGROUND
The Deflector Underground Ore Reserve estimate is focused on four separate lodes (Western, Link,
Central and Contact) and accessed underground via a 5.3 mW by 5.5 mH and 1:7 gradient decline.
Level cross-cuts are mined to the east and west of the decline at 20 m vertical intervals (floor-to-floor)
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to intersect the respective lodes, with ore development headings then driven along strike to the lateral
economic extents based on a Net Smelter Return (NSR) calculation.
Mine design and scheduling work was undertaken using Deswik software. The Deswik Stope Optimiser
was used to generate preliminary mineable stope shapes along the strike of each level with a nominal
length of 10 m and minimum mining width of 2.5 m for Central and Contact Lodes, and 3.0 m for
Western Zone and Link Lode. Ore drives are designed at a 4.0 mW x 5.0 mH profile. Development
design solids were split into individual tasks 3.3 m in length (reconciled development cut length) for
manipulation within the scheduling software. Each development and stope task was interrogated
against the Mineral Resource block model to derive the respective tonnes, grades and NSR values.
Tonnes and grade values were further categorised by weathering state and Mineral Resource
categories to assist with processing and reporting.
Modifying factors for development overbreak and mining recovery were applied inside the scheduling
software when creating the schedule. The Stope Optimiser shapes were evaluated for NSR and only
those above the applicable mine operating cost cut-off grade assumption were retained which
determined the economic extent of stoping and the underlying development. Depending on location,
final stopes for scheduling were recreated at 20 to 30m lengths along strike. The Ore Reserve design
extends from near the base of the Deflector open pit (approximately 1,200 mRL) to 976 mRL for
Western Zone, 975 mRL for Link Lode, 1,018 mRL for Central Lode and is limited to three levels
between 1,240 mRL and 1,166 mRL for the Contact Lode.
GBF Underground Mining Company (GBF) are the primary underground contractor and utilise a typical
mechanised mining fleet to extract ore via development mining and top-down long hole stoping.
Doray staff provide technical services and overarching management of the underground mining
activity.
Optiro based their review of the Ore Reserve on the ASX release dated 11 July 2018, the internal Doray
Report titled ‘Summary Report_Ore Reserve Update 2018_FINAL’ and the supporting designs and
schedules.
Optiro found no fatal flaws with the Doray Ore Reserve process but notes the inclusion of unclassified
mineralisation in the form of edge dilution between the lode and the designed stope boundaries
within the Ore Reserve and life of mine schedule. Optiro considers that this material should be
classified according to the adjacent Mineral Resource for inclusion within the Ore Reserve and LOM
schedule and that there is sufficient supporting data and analysis for this mineralisation to be included.
Furthermore, Optiro has reviewed the mine reconciliation and considers the inclusion of the
unclassified material to be low risk to the LOM schedule.
Cut-off Methodology
The Deflector cut-off value calculation was undertaken using the budgeted costs and forecast
production ore tonnes during the last quarter of FY 2018. This process allowed for the determination
of the fully costed and incremental stoping cut-off values to be used for the FY 2019 estimation.
•
•

Fully costed cut-off grade (COG) accounts for all operating and capital costs associated with
mining and processing ore reserves plus corporate overheads.
Incremental COG accounts for the variable portion of costs associated with mining and
processing ore reserves. This is primarily comprised of costs associated with geology,
underground mining (owner/contractor) and the processing plant

The site costs are determined with reference to a 50,000t per month mining forecast. The key
assumptions controlling the determination of in-situ metal value and cut-off grade are outlined in
Table 3.7

P a g e | 27

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake
Resources Limited
Table 3.7

Deflector underground cut-off parameters and inputs (source: Doray)

Item

Units

Value

Comment / source

For personal use only

Site Costs
Fully Costed

A$/t

177.43

Incremental Costs

A$/t

103.62

Gold

A$/g

44.48

Silver

A$/g

Copper

A$/%

51.55

Fully Costed

g/t

3.99

Incremental Costs

g/t

2.33

Based on available site cost history

Metal Value
1. Silver value not captured in NSR.
2. Assumes all primary material

Cut-off Grade
Gold only grade (shown for context, not the NSR value in the mine
design process)

Net Smelter Return value calculation
The NSR value (mine gate) for each metal was estimated by reducing the unit value of gold, copper
and silver in the Deflector ore through the application of relevant offsite costs or losses (e.g.
metallurgical factors, refining charges, royalties, etc). An individual NSR dollar value for each in-situ
unit of metal is calculated and the resulting algorithm is written into the block model. The various
modifying factors used in the calculation are outlined in Table 3.8.
The assumptions detailed in Table 3.8, are solely for the purposes of deriving the net smelter return
to represent the value of the ore in the Ore Reserve estimation process and are not the same
assumptions as those used in the valuation performed by BDO.
The costs in the estimation process for each tonne of ore mined at Deflector are based on the budget
parameters for FY18 Q4, which equate to almost identical results as the actuals achieved for FY18 Q1Q3 on a dollar per tonne mined and dollar per tonne milled basis. They are inclusive of all nonexploration site costs (i.e. geology, mining, processing and administration), and inclusive of capital.
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Table 3.8

Deflector NSR inputs and assumptions (source: Doray)

Parameter
Metal Price1

For personal use only

Exchange

Rate1

Unit
US$/unit
A$/US$

Copper

Gold

6,809/t

Silver

1,310/oz

16.50/oz

0.79

0.79

0.79

-

31.1034768

31.1034768

2,204.62262

-

-

%

-

64.5

64.5

Metallurgical recovery (concentrate)

%

84.1

22.0

22.0

WA State Royalty

%

5.0

2.5

2.5

Gullewa Royalty

%

1.0

1.0

1.0

Payable metal (bullion)

%

-

99.9

99.0

Payable metal (concentrate)

%

95.4

97.5

90.0

Road freight to port

A$/wmt concentrate

64.09

Shipping freight to smelter

A$/wmt concentrate

65.36

Treatment charge

A$/dmt concentrate

104.11

Weight conversion

g/oz

Weight conversion

lb/t

Metallurgical recovery (bullion)

Refining charge (Concentrate), or

A$/lb Cu metal

0.104

Refining charge (Concentrate)

A$/dmt concentrate

229.53

Refining charge (Concentrate)

A$/oz

Penalty (F and Cl)

A$/dmt concentrate

16.46

Marketing and sales administration

A$/wmt concentrate

0.89

Refining and Ancillary charge (Doré)

A$/oz

Concentrate grade (primary ore)

grade unit

1

-

21%

7.59

0.63

5.39

2.5

-

-

Metal prices and exchange rates used in NSR calculation only and will differ from the inputs used by BDO

Mining Method
Ore is mined using a top-down mechanised open-stoping method with a shallow chevron retreat
pattern along strike, leaving a variety of island, rib and sill pillars for void stability. The Link Lode
between 1,055 mRL and 1,115 mRL, and localised portions of the upper mine will be extracted using
a bottom-up mechanised open-stoping method with cement and unconsolidated rock backfill for long
term stability.
Development Design
The Deflector mine comprises multiple lodes which are accessed from levels 20 m apart and a standard
1:7 decline. The current layout of a typical level at Deflector is shown in Figure 3.6 below. The ore
drive access cross cuts the Deflector ore body with multiple ore drives turning out and following the
ore lodes on a 1:50 up grade. These drives terminate at the economic extents of the ore body.
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Figure 3.6

Deflector Nominal level layout (source: Doray)

All development design was undertaken with reference to Deflector’s current practices with the main
parameters are outlined in Table 3.9. Both visual (i.e. colours) and non-visual attributing (parameters)
followed the site three-month plan standards allowing the LOM design and schedule to be the basis
for operational short-term planning.
Table 3.9

Lateral and vertical development design parameters (source: Doray)

Item

Gradient

Segment
Length

Width

Height

Profile

Lateral development
Decline

1:7 down

n/a

5.3 m

5.5 m

D

Decline stockpiles

1:50 up

19.5 m

5.3 m

5.5 m

D

Cross cut stockpiles

1:50 up

16.5 m

5.0 m

5.0 m

S

Ore drive stockpiles

1:50 up

12.0 m

5.0 m

5.0 m

S

Stockpiles

Sumps

1:6 down

8.3 m

5.0 m

5.0 m

S

Refuge chamber cuddies

1:50 up

5.3 m

4.0 m

4.0 m

O1

Mono pump cuddies

1:50 up

10.0 m

5.0 m

5.0 m

S

Escapeway access

1:50 up

N/A

4.0 m

4.0 m

O1

Ore drives

1:50 up

N/A

4.0 m

5.0 m

Other infrastructure

1:50 up

N/A

Various

Various

Escapeway rises

50 - 70°

N/A

1.0 m diameter

Return air rises

80 - 90°

N/A

4.5 m

O2
Various

Vertical development
Raise-bore Drilling
4.5 m

Longhole drill and blast

Each level design followed a standard layout, as shown in Figure 3.6, consisting of:
•
•
•

Cross-cut, first 20 m at decline profile.
Level stockpile.
Sump.
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•
•

Mono pump cuddy.
Ore drives. When an ore drive is of sufficient length to justify the additional development to
improve productivity from a level, the following drives are added:
o internal stockpile
o refuge chamber cuddy, to allow activity with concurrent loader/truck operations on
the cross-cut
o first portion at the larger 5.0 mW x 5.0 mH profile to accommodate R2900 boggers
to the stockpile for improved material handling.

The escape way and return air systems are located off the decline. The return air system is intersected
every loop of the decline, while the escape way system is generally intersected every second level to
reduce the lateral development required. A sump and decline stockpile are developed for each loop
of the decline. Additional design tasks were created for substations, pump stations and diamond drill
cuddies as required. Further minor design elements such as, truck loading strips, secondary fan strips,
turn out fillets and ore drive diamond drill strips were captured in the cost model only by applying
factors to development metres.
Stope Design
The final stope design strings were manually manipulated to form practical mining shapes. Generally,
stope sections were on a 10m spacing. In discrete areas, this resolution was not sufficient to
adequately capture the economic material, and the spacing was reduced to 5m. Table 3.10 below
outlines the parameters for final stope design.
Table 3.10

Stope design parameters (source: Doray)

Item

Value

Stope height (floor to floor)
Central and Contact Lodes

25.0 m maximum

Other Lodes

20.0 m maximum

Minimum Mining Width
Central and Contact Lodes

2.5 m

Other Lodes

3.0 m

Other items
Maximum Mining Width
Stope Length
Lateral pillars – stope to stope

No limit, economic driver
15.0 to 30.0 m
8.0 m minimum

Rockmass Classification
The Deflector ore body is located within a competent fresh basalt host rock that is classed as good to
very good on the RMR classification system. The host rock averages 343 MPa Uniaxial Compressive
Strength (UCS) while other geotechnical domains range from 80 MPa to 290 MPa UCS. Underground
void stability is primarily controlled by geological structure.
•
•
•

A FLAC 3d numerical model of the Deflector LOM has been completed Itasca and assessed
for local and regional stability.
Deflector maintains a Ground Control Management Plan with annual revisions.
No known geotechnical issues compromise the ability for Doray to extract the reserves in
accordance with current plans.
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Ore Reserve Classification
Mine design and scheduling work was undertaken using Deswik software. The Deswik Stope Optimiser
was used to generate preliminary mineable stope shapes along the strike of each level with a nominal
length of 10 m and minimum mining width of 2.5 m for Central and Contact Lodes and 3.0 m for
Western Zone and Link Lode. Ore drives are designed at a 4.0 mW x 5.0 mH profile. Development
design solids were split into individual tasks 3.3 m in length (reconciled development cut length) for
manipulation within the scheduling software.
Each development and stope task was interrogated against the Mineral Resource block model to
derive the respective tonnes, grades and NSR values. Tonnes and grade values were further defined
into weathering and Mineral Resource categories to assist with processing and reporting. Modifying
factors for development overbreak and mining recovery were applied inside the scheduling software
when creating the schedule.
The Stope Optimiser shapes were evaluated for NSR and only those above the applicable cut-off values
were retained which determined the economic extent of stoping and the underlying development.
Depending on location, final stopes for scheduling were recreated at 20 to 30 m lengths along strike.
The Ore Reserve design extends from near the base of the Deflector open pit (approximately 1,200
mRL) to 976 mRL for Western Zone, 975 mRL for Link Lode, 1,018 mRL for Central Lode and is limited
to three levels between 1,240 mRL and 1,166 mRL for the Contact Lode.
The resource category (RESCAT) strings and the associated classification are shown in Figure 3.7
below. When viewed in a south to north plane, a RESCAT of 1, 2, 3 or 4 was applied for Measured,
Indicated, Inferred and Unclassified respectively, based upon where the centroid of a task was located.
This was an automated process within Deswik.IS, with a manual review post processing. Minor
adjustments were made, mainly on development tasks, as the task point for these is at floor level, not
the centroid of the task, which lead to some initial misclassification of tasks very close to the RESCAT
boundary strings.
All material within a task reported to either the Proved or Probable confidence category based upon
the RESCAT applied to that task.
Optiro found no fatal flaws with the Doray Ore Reserve estimation process but notes the inclusion of
unclassified mineralisation in the form of planned dilution between the lode and the designed stope
boundaries within the Ore Reserve and life of mine schedule. Optiro considers that this material
should be classified according to the adjacent Mineral Resource for inclusion within the Ore Reserve
and LOM schedule and that there is sufficient supporting data and analysis for this mineralisation to
be included. Furthermore, Optiro has reviewed the mine reconciliation and considers the inclusion of
the unclassified material to be low risk to the LOM schedule.
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Figure 3.7

Underlying Deflector Mineral Resource classification informing the estimation of Proved and Probable Ore Reserves
(source: Doray)

RESERVE ESTIMATION METHODOLOGY – OPEN PIT
Resource to Reserve conversion
The Ore Reserves for the open pit component of the Deflector Project are based on the Deflector
resource block model, specifically Datamine model def_res_1804r_mpm.dm.
The Deflector Mineral Resource estimate was generated on the assumption that an underground
mining approach would be employed. Consequently, the resource model has been highly constrained
and utilises a very small sub-cell block size of 0.25 mE by 5.0 mN by 5.0 mRL. Normally the engineer
would revert to the parent block size of the resource model for open pit optimisation purposes, which
in the case of the Deflector Mineral Resource is 1 mE by 20 mN by 20 mRL. For Deflector, this geometry
is too narrow and high for the optimisation tool to accurately resolve the pit wall angles. To address
this issue, a new waste prototype (empty block model) was created and the ore zones from the
resource model added back to the empty model. This process created regular 5 mE by 5 mN by 5 mRL
parent blocks which allowed the optimizer to resolve the required wall angles. An assessment was
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made on an appropriate dilution factor to be applied as part of the optimisation. The dilution
generated by the underground Ore Reserve shapes (stopes) was used as a guide, on the basis that the
2.5 m to 3 m stope widths were not dissimilar to the minimum selectivity achievable in the open pit.
The resulting dilution of 46% is considered reasonable given the small sub-cell size and narrowness of
the ore body. An ore mining recovery of 95% was also assumed.
The other steps in the pre-conditioning process involved:
•
•
•
•

resetting negative or absent values to zero
resetting grades in resource categories 3 and 4 (i.e. Inferred and Unclassified) to zero, in line
with JORC requirements
resetting all grades below the 1200 m RL to zero, to exclude the pit optimisation from the
underground reserve design area
a field was added to define wall angles by weathering state.

A Net Smelter Return (NSR) had been generated as part of the resource estimation process and was
already included in the resource model. The NSR aggregated the revenue from both gold and copper
(after processing recovery and payability terms) less the portion of offsite costs per tonne of rock to
determine an insitu value for each block in the model ‘at the mine gate’. The ‘technical summary
resource report’ indicates the NSR gold and copper values used (i.e. metal price after recovery and
payability less costs) were A$1,383.50/oz. and A$2.34/lb respectively. The various assumptions that
were used to derive these price assumptions are describe in Table 3.8.
Even though some 46% of the resource ounces within the open pit design are classified as Measured,
Doray has conservatively classified the entire open pit Ore Reserve as a Probable Ore Reserve. This
conservative approach to the classification has been adopted to reflect the uncertainty associated
with model block size and associated dilution, and the high-level estimation of mining costs.
Geotechnical assumptions
Pit walls design criteria for both the open pit optimisation and subsequent pit designs were based on
the existing Deflector open pit. The existing workings commenced in early 2016 and therefore provide
a reasonable basis for determining long term open pit wall angles.
Pit Optimisation
The economic viability of an extension the Deflector open pit was analysed using pit optimisation
software Datamine NPV Scheduler (NPV-S) which utilised relevant design, process, cost and revenue
input parameters.
The 2018 pit optimisation of the Deflector deposit was carried out by Doray. Doray also developed
pit designs and mining schedules for inclusion in the 2018 Life of Mine Plan. These optimisations were
based upon the 2018 Deflector Mineral Resource model.
The sources of the costs used for the open pit optimisation are a combination of:
•
•
•

recent costs from contractor MACA Ltd who mined the Deflector pit
existing site administration and processing costs valid as at June 2018
existing process plant performance valid as at June 2018.

The optimisation input parameters are summarised in Table 3.11. . The assumptions detailed in Table
3.11 are historical and were used solely for the open pit optimisation component of the Ore Reserve
estimation process. They are not necessarily the same assumptions as those used in the financial
valuation.

P a g e | 34

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake
Resources Limited
Table 3.11

Deflector Project open pit optimisation parameters (source: Doray)

Item

Unit

Value

Comment / source

For personal use only

Overall slope angle
Oxide

deg

45

As per Deflector pit

Transitional

deg

50

As per Deflector pit

Fresh

deg

55

As per Deflector pit

Dilution

%

45

Average of waste dilution in UG stopes

Recovery

%

95

Estimate

Mtpa

N/A

$/ t

3.0

Doray Minerals Deflector Pit – MACA costs

$/ t / 10m

0.10

Doray Minerals Deflector Pit – MACA costs

$ /t

0.15

Doray Minerals Deflector Pit – MACA costs

Processing

$/t ore

39.0

Doray Minerals Existing Costs

Site Admin (incl. grade control)

$/t ore

11.0

Doray Minerals Existing Costs

Total

$/t ore

50.0

$ / t ore

variable

Production Factors

Max processing limit
Mining Costs
Mining Cost at Surface
(incl. D and B and contractor
Overhead)
Escalation with Depth
Waste Management

Pit life < 1 yr. Rate does not impact discounting

Ore Costs

Processing Recovery
Included in NSR calculation
Revenue
NSR

Doray Minerals

Optimisation Results and Pit Designs
The open pit optimisation assessment generated:
•
•
•
•

a northeastern extension to the existing Deflector pit
a southern extension to the existing Deflector pit
a stand-alone pit to the South on the contact lode
two stand-alone pits to the North of the existing Deflector pit.

These are shown in Figure 3.8.
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Figure 3.8

Deflector open pit optimisation shells (source: Doray)

Doray undertook a subsequent pit design process and these are shown in Figure 3.9. The pit designs
were subsequently analysed individually to ensure each pit was still economically viable after inclusion
of allowances for ramps, minimum mining widths etc. Each pit design was reimported into NPV-S and
evaluated individually to confirm economic viability. This process determined that the North Pit 2 and
South Pit were uneconomic pits, as shown in Table 3.12 and they were deleted from the Ore Reserve
inventory.
Figure 3.9

Deflector Project pit designs (source: Doray)
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Table 3.12

Deflector Project pit design economic assessment (source: Doray)

Pit

For personal use only

North Pit 1
North Pit
South

21

Pit1

Strip
Ratio

Revenue

Process

Mining

Cash
flow

($ M)

($M)

($M)

($M)

0.2

26.6

7.5

2.2

4.2

1.1

1.8

0.3

44.5

0.9

0.5

1.5

-1.1

Total

Waste

Ore

Au

Cu

(kt)

(kt)

(kt)

(g/t)

(%)

1,223

1,179

44

3.7

483

472

11

1,601

1,580

21

5.0

0.0

75.4

4.4

1.0

5.2

-1.8

Northeast ext

1,170

1,114

56

3.5

0.3

19.9

9.3

2.8

4.0

2.5

South ext

2,021

1,948

73

4.2

0.5

26.8

15.1

3.6

7.0

4.5

1:

sub-economic and therefore excluded from Ore Reserve

STATEMENT OF RESERVES
Total Ore Reserves at Deflector, as of 1 July 2018, are estimated at 1.6 Mt at 5.0 g/t gold and 0.3%
copper for contained metal of 250,000 ounces gold and 5,000 tonnes copper. The Ore Reserve
Estimate (Table 3.13) represents a 56% gold metal conversion from unmined Measured and Indicated
Mineral Resources (prior to the Da Vinci Mineral Resource update).
Stope and development schedule ‘tasks’ were classified as Proved, Probable or not classified, when
the task centroid was situated within the Measured, Indicated, or Inferred Mineral Resource
classification regions respectively. All Measured and Indicated material within a task is reported to
the respective Proven and Probable confidence categories. Inferred and unclassified material which
falls into the planned mining shapes has tonnage, but no metal reported i.e. treated as planned
dilution without grade.
•
•

All open pit material is classified as Probable, even when derived from Measured Mineral
Resources due to the fact that the mine plan, whilst holistically correct, would benefit from
more detailed planning.
All ore held in stockpile on surface is included as Proved Reserve.
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Table 3.13

Deflector Ore Reserve estimate as at 1 July 2018 (source: Doray)

Classification

Tonnes

Au (g/t)

Au (oz)

Cu (%)

Cu (t)

Stockpiles

For personal use only

Proved

13,000

5.0

2,100

0.7

90

Probable

-

-

-

-

-

Sub total

13,000

5.0

2,100

0.7

90

Open pit
Proved

-

-

-

-

-

Probable

170,000

3.8

21,000

0.3

570

Sub total

170,000

3.8

21,000

0.3

570

280,000

4.2

39,000

0.5

1,400

Underground
Proved
Probable

1,100,000

5.3

190,000

0.3

2,900

Sub total

1,400,000

5.1

230,000

0.3

4,300

300,000

4.3

41,000

0.5

1,500

Total
Proved
Probable

1,300,000

5.1

210,000

0.3

3,500

Total

1,600,000

5.0

250,000

0.3

5,000

Optiro considers that the Deflector Ore Reserve has been appropriately estimated and that good
practice has been followed. Modifying factors are appropriately applied and based on actual data or
a suitable level of information. The Ore Reserve estimate is considered reasonable and does not
present a material risk to the on-going operations at Deflector.
The LOM plan Optiro has assessed for the purposes of the valuation is from 1 November 2018 to the
end of mine life. The component of the Ore Reserves that were scheduled for mining between 1 July
2018 and 31 October 2018 has been assumed to be mined as scheduled. No adjustments to Ore
Reserve Statement (as at 30 June 2018) have been made.
3.2.8.

MINING

MINING SUMMARY
Mining activities at the Deflector Project are based upon a combination of underground and open pit
mining of the Deflector deposit at a rate of approximately 550,000 to 575,000 tonnes of ore per annum
(tpa). Ore is sourced predominantly from the existing Deflector underground operation, which
contributes approximately 92% of the current Life of Mine mill feed.
Underground
The underground comprises 92% of the total Deflector mill feed over the life of the current project.
The majority of the underground feed is fresh with minor transitional material sourced from crown
pillar recovery.
Narrow-vein underground mining methods have been adopted using conventional drilling, blasting,
loading and haulage by mining contractors. Good grade control procedures are in place to minimise
dilution and ore loss on a very narrow ore body. The minimum design stoping width is 2.5 m and 3.0 m
in differing lodes.
The blasted ore is delivered from the underground directly to the ROM pad, for subsequent feeding
into the process plant. Waste material is hauled to stopes designated for filling and the current
designated waste dumps located in the pit and to the south-east of the current pit (refer to Figure
3.10), when there are no stopes available for backfilling.
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The open pit comprises only 8% of the total Deflector mill feed and is mined over the final 10 months
of the current project (2021 to 22). This is based on an average monthly material movement of
approximately 500,000 tonnes across three small pits mined with an overall strip ratio of 24.6:1. Ore
presents from surface in some pits, which are predominantly oxide and transitional material.
Open pit mining methods will be adopted using conventional drilling, blasting, loading and haulage by
mining contractors. Selective grade control procedures will be a requirement to minimise dilution and
ore loss on a very narrow ore body.
The blasted ore will be delivered from the open pit directly to the ROM pad, where it is assumed all
ore will be stockpiled for subsequent feeding into the process plant. Although not explicitly stated in
the reports, it is assumed open pit waste will be hauled to the current designated waste dumps located
to the south-east of the current pit (refer to Figure 3.10).
Figure 3.10

Deflector Project Site Infrastructure Layout (source: Doray)

LIFE OF MINE SCHEDULE
Underground
A LOM schedule was supplied by Doray for Optiro to review. The LOM schedule was based on the Ore
Reserve schedule with Inferred material included. The inferred stope tonnes in the supplied schedule
have had risk discounts applied, as discussed below.
It is common practice for narrow vein gold mining operations to have a component of inferred material
mined in any given period (Figure 3.11). This is primarily a function of the lead time from resource
definition drilling to development and stoping being short. Other contributing factors are:
•

The extraction sequence requiring mining of the ore body periphery then retreating to the
better-defined central areas of the ore on any given level.
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•
•

The ore development playing a major role in the grade control and definition of the ore limits.
Ore development in the current schedule is mining material that is to be converted by grade
control programs (that occur in the future), thereby reclassifying in advance of actual mining.
The costs of these resource definition and grade control programs are included in the cashflow
model.

Where present, Inferred material included in the LOM has had the stoping tonnes reduced by a factor
of 25% to account for the increased uncertainty associated with mineralisation of this category. Optiro
would typically expect Inferred Mineral Resources to be within 25% to 50% accuracy. Based on the
performance of the reconciliation data reviewed by Optiro, the history of mining and conversion of
Inferred material and the level of data informing the Inferred Resources, Optiro consider that a 25%
risk discount is appropriate.
For the Western Splay Lodes, there was greater uncertainty given the limited prior mining and limited
higher confidence mineralisation within the lode, a reduction factor of 50% was applied to the stoping
tonnes.
Figure 3.11

Deflector Underground LOM Schedule by Reserve Category

The schedule was prepared in Deswik.SCHED based on the designs generated by the Ore Reserves
process discussed above and targeting:
•
•

approximately 600 m per month
approximately 48,000 ore tonnes per month.

The key adjusted LOM underground physicals are presented in Table 3.14. Projected contract rates
and Doray costs were applied to the physical schedule to derive the mining capital and operating costs
in the financial model.
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Table 3.14

Deflector underground LOM schedule summary (modified after Doray)

Item

FY191

FY20

FY21

FY22

Total
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Development metres
Total capital lateral development

848

1,784

220

0

2,852

Total capital vertical development

86

141

0

0

227

3,945

4,963

1,180

0

10,088

914

549

152

Total operating lateral
development
Total operating vertical
development

569

2,184

Tonnes and grade
Development tonnes
Dev Ore tonnes

209,173

270,078

62,559

0

541,810

Dev Ore Au grade (g/t)

4.50

4.18

4.38

0.00

4.33

Dev Ore Cu grade (%)

0.25

0.15

0.13

0.00

0.19

30,274

36,327

8,818

0

75,419

513

413

81

0

1,007

180,928

302,303

367,146

261,565

1,111,942

6.38

5.72

5.98

7.85

6.42

Dev Ore Au ounces (oz)
Dev Ore Cu metal tonnes (t)
Stope ore tonnes
Stope tonnes
Stope Au grade (g/t)
Stope Cu grade (%)
Stope Au ounces (oz)
Stope Cu metal tonnes (t)

0.53

0.55

0.41

0.26

0.43

37,084

55,594

70,645

66,023

229,346

966

1,670

1,522

674

4,832

Total ore tonnes
Total ore tonnes

390,102

572,381

429,705

261,565

1,653,752

Total ore Au grade (g/t)

5.37

5.00

5.75

7.85

5.73

Total ore Cu (%)

0.38

0.36

0.37

0.26

0.35

67,358

91,921

79,463

66,023

304,766

1,479

2,082

1,603

674

5839

Total Waste Tonnes

100,554

184,896

26,216

0

311,666

Total Backfill Tonnes

68,012

76,928

13,018

20,226

178,183

Total ore Au ounces (oz)
Total ore Cu metal tonnes (t)
Waste tonnes

1

1 November 2018 to 30 June 2019 only

Open Pit
Doray developed a high-level schedule for the open pits using NPVS. Due to the very short nature of
open pit mining (approximately 10 months), the schedule has been run with:
•
•
•

no internal stages as designs are too constrained and effectively top-down bench by bench
mining
all stages open and available at any given time
total material movement limited to 500 kt per month.

Whilst this approach was considered adequate for an Ore Reserve process, and for inclusion in the
LOM production schedule at the end of the mine life, more detailed design and scheduling would be
required for implementation purposes.
The open pits have been scheduled into the Deflector Life of Mine production schedule at the tail end
of the mine life to supplement the UG mill feed and extend the mine life by approximately 3.5 months.
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As a result of reducing the Inferred material in the Deflector UG schedule, Optiro has developed a
revised LOM schedule. This schedule requires the OP mining, based on the schedule, to be brought
forward from its start date in the Doray financial model of July 2021 to June 2020 in order to maintain
mill feed.
The open pit reserve has been scheduled in its entirety and there has been no application of an
elevated cut-off grade or inclusion of Inferred material in the Optiro schedule.
There is an effective pre-strip of approximately two months before ore begins to present, all be it at
small proportions of the total material mined (<1.5%).
Summary
Table 3.15 provides a summary of the LOM Ore Schedule for the Deflector Project for both the
underground and open pit ore sources.
The following adjustments to the LOM schedule provided have been made by Optiro:
•
•

reduction in underground Inferred tonnes
open pit ore has been brought forward to make up the shortfall in underground mill feed as a
result of reducing the amount of Inferred underground mill feed.

Table 3.15

LOM Schedule Summary for the Deflector Project as at 30 June 2018 ((modified after Doray)

Item
Underground

Open pit

Total
1

FY191

Unit

FY20

FY21

FY22

Total

kt

390.1

572.4

429.7

261.6

1,653.8

g/t

5.4

5.00

5.75

7.85

5.7

koz

67.4

92.0

79.4

66.0

304.8

kt

172.7

172.7

g/t

3.84

3.84

koz

21.3

21.3

kt

390.1

572.4

602.4

261.6

1,826.5

g/t

5.4

5

5.21

7.85

5.56

koz

67.4

92.02

100.91

66.02

326.3

Nov 2018 to June 2019 only

INPUTS TO THE BDO CASHFLOW MODEL
Optiro has reviewed the Deflector Project LOM schedule and considers that the adjusted technical
assumptions are reasonable and appropriate to form the basis of the cashflow model, the details of
which are discussed in the relevant sections of the report.
Optiro’s LOM schedule considers a starting date of 1 July 2018 and analysis of the LOM forecast from
1 November 2018.
3.2.9.

PROCESSING

Doray owns and operates the Deflector process plant, which has been operational since May 2016
and which will continue operating until the end of FY2022, based on the current mining schedule. The
processing facility was designed to enable recovery of gold from a gravity circuit prior to the
production of a copper-gold concentrate via flotation. The flotation circuit is able to process either
oxide ore (via sulphidisation) or primary ore via sulphide flotation. It is planned to mainly process
primary ore for the remainder of the mine life as both oxide and transition ores are largely exhausted.
Optiro undertook a review of the processing aspects of the Deflector Financial Model (Doray Minerals
Limited - Corporate Financial Model (181107) FINAL) predominantly using plant historical operating
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data, along with the original design data. This was supplemented through discussions with Doray’s
technical personnel.
The intent of the review was to assess and comment on the suitability of the processing inputs into
the financial model. Given that the plant is now operating and treating predominantly fresh material,
the treatment of oxide ore and transition is now less relevant or not applicable; hence this report
focuses on the primary ore.
Optiro considers operating data to be the best information when forecasting future plant metallurgical
performance and costs when processing similar ores. Accordingly, this review has focused on using
actual operating data for prediction.
Optiro has reviewed the processing technical inputs to Doray's financial model, including plant metal
feed grades, plant production rates and operating costs for the LoM. Optiro considers these
processing inputs to the financial model to be reasonable and does not recommend any changes.
Further discussion on these inputs are provided within this section.
METALLURGICAL TESTWORK
Over the remaining forecast life of mine, the Deflector plant will be almost exclusively processing
primary ore. The review of metallurgical testwork has focused on the primary ore testwork results.
Four metallurgical testwork programmes were undertaken to support the design between 2003 and
2012 treating primary ore (Table 3.16). Testwork involved both gravity and flotation recovery of gold
and demonstrated that the predicted gold recovery would be achievable. The 2005 programme also
included leaching of tailings; the leaching results were encouraging, but it was decided not to install a
tails leach facility as the oxide and transition ores contained excessive cyanide leachable copper ores.
Table 3.16

Deflector primary ore testwork gold recovery (source: Doray)

Combined gravity and flotation gold
recovery %

Testwork programme
2003/2004

65% (gravity only)

2005

89 to 92% (Included flotation tails leach)

2006

91%

2012

91 to 92%

Predicted plant recovery (primary ore)

89.5%

PROCESSING FLOWSHEET
The Deflector copper-gold plant has been installed as per the final approved design criteria and the
equipment sizings and design allowance were reasonable for this flowsheet. Optiro notes that the
plant has proven it can achieve design capacity and is now processing 30% more than design.
The Deflector processing flowsheet incorporated the following main process units:
•
•
•
•
•
•

Three-stage closed circuit crushing producing a crushed ore. The crusher product size has
been increased from 11 mm to 15 mm to allow for increased throughput.
The coarsening of the crush size has also allowed for rejection of coarse harder material
without a reduction in copper or gold recovery.
A fine ore bin for crushed ore storage and reclaim.
Ball mill grinding and classification.
Gravity gold concentration intensive leaching, with electrowinning for gravity gold
recovery.
Trash removal and flotation conditioning.
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•

Sulphide flotation circuit that can also operate in sulphidisation mode for oxide recovery
(no longer required as oxide material is largely exhausted).
Product dewatering (thickening and filtration) and storage.
Tailings transfer and storage.
Reagents and utilities systems.
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•
•
•

Doray is currently investigating a range of options to economically lower the final tailings gold grade.
These include:
•
•
•

a separate pyrite concentrate
a gravity assessment
cyanidation assessment.

As Doray is now processing primary ore this reduces the impact of cyanide soluble copper. The
investigation to reduce gold tailings grade is planned to be complete in Q3 of FY2019. No
improvements in recovery from this investigation have been factored into the current LOM as the
investigation is still underway and any recovery changes and associated capital and operating costs of
these changes have yet to be determined.
FINANCIAL MODEL PROCESSING INPUTS
The processing facility has progressed from the design throughput of 461,320 tpa on primary ore to
the current throughput of up to 600,000 tpa (+30%). The higher throughput is reflected in the LOM
financial modelling with a target of 574,462 tpa to be processed in FY2020 (Table 3.17).
Table 3.17

Summary of Deflector plant throughput and recovery ((modified after Doray)

Parameter

Units

FY2020

FY2021

FY2022

Feed grade

Au g/t

5.4

5.0

5.2

7.9

Feed grade

Cu %

0.4

0.4

0.4

0.3

Throughput

kt

390.1

572.4

602.4

261.6

Recovery

Au %

87.2%

76.8%

87.2%

87.1%

Recovery

Cu %

86.7%

85.9%

79.7%

86.7%

Gold production

koz

58.7

70.6

87.9

57.5

Copper production

tonnes

1,283

1,790

1,742

584

Opex

$/t ROM

38.3

38.7

39

68.9

$/oz produce

232

300.9

265.1

257.3

209.4

267.1

237

237.5

$/oz equiv
1

FY20191

Nov 2018 to June 2019 only

The design of the Deflector plant has allowed for treatment of oxide, transitional and primary ore and
now that the mine has progressed through the weathered zone, the oxide and the majority of the
transitional material which required the controlled potential sulphidisation for optimal flotation
performance is depleted. The plant is now operating with more than 95% primary ore, with
chalcopyrite the predominant copper mineral, along with pyrite.
The design gold recovery for the different ore types is given in Table 3.18. As processing of oxide and
transitional material is essentially now complete, the main comparison is primary material. The
financial model has budgeted a FY2019 gold recovery of 86.74% (ranging over the year between
84.02% and 87.2% recovery). The recovery is based on the recovery calculator having a minimum
fixed tail grade which is based on actual plant performance. The actual plant recovery for the last 4
months from the met accounts is 88.38%, which is higher than predicted.
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Optiro compared the recoveries used in the budget to historical plant recovery and to other
comparable operations and considers them to be reasonable. Optiro considered historical processing
costs relative to budget and in light of its knowledge of comparable gold operations, considers the
processing cost as shown in Table 3.17 to be reasonable.
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Table 3.18

Design criteria gold recovery (source: Doray)

Ore type

Gold head grade
(g/t)

Gold recovery

Oxide

6.58

77.8

Transitional

5.88

92.1

Primary

5.56

89.5

SITE VISIT
During Optiro’s site visit, the following items were identified:
•
•
•
•

Currently there is a lack of some critical spares on site. The purchase of those outstanding
spares is part of FY2019 capex.
Halides (Cl and F) are approaching penalty limits with the change to water supply.
Talc in the ore is presenting some processing issues but is being actively managed. The
source is uncertain but is possibly from the Contact Lode.
Minor seepage was detected from the tailings dam wall in March 2018. The consultant’s
report considered this leak to be minimal, without impacting dam operation other than
to monitor the leak. This view was confirmed by another tailings consultant who reviewed
the dam in April 2018.

Optiro does not consider that these items will cause issues with the processing inputs to the financial
model and have been listed here as focus areas for the operations team.
3.2.10.

CAPITAL COSTS

Underground
Remaining capital development at Deflector comprises $25.2 M (excluding a further $9.7 M sustaining
capital). Optiro has reviewed the underground capital and given the extent of existing infrastructure
and the remaining mine life, Optiro considers the capital costs to be appropriate. Budgeted capital
expenditure is in line with actuals (historic expenditure), reflective of the expected LOM and based on
Optiro’s professional judgement, considered reasonable for deposits of similar annual throughput and
life of mine.
Open Pit
There are no open pit mining capital costs associated with the Deflector open pit. Site establishment
and clearing is included under operating costs. This is discussed further below under operation costs.
LOM Processing and infrastructure
Capital expenditure provided in the LOM reflect sustaining capital and closure costs. Sustaining capital
has been allocated at A$9.7 M and closure costs at $23.1 M based on third party rates. Closure costs
have been reviewed by Optiro and based on Optiro’s professional judgement considered reasonable.
There is no further mine or plant expansion planned and accordingly no additional capital cost
attributed to this.
Furthermore, Optiro considers that there is potential to convert and define additional Mineral
Resources at the Deflector to at least double the current life of mine and further defer mine closure
costs.
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3.2.11.

OPERATING COSTS
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Underground
The projected contract mining rates and Doray costs were applied to the adjusted physical schedule
to derive the mining capital and operating costs in the financial model, as summarised in Table 3.19.
Optiro has carried out review and benchmarking of the costs (predominantly contracted rates along
with Owner’s estimates) against the Deflector actual costs and considered the operating costs
appropriate.
Table 3.19

Deflector underground LOM cost summary (source Doray)

Item

Unit

Operating Cost

A$/t

FY191

FY20

107

FY21

103

FY22

117

124

UG Mining Capital

A$/t

20

26

5

0

Total Mining Cost

A$/t

127

129

122

124

Total Mining Cost

A$M

49.6

73.8

52.5

32.3

1

1 November 2018 to 30 June 2019 only

Open Pit
The mine operating cost for the open pit as presented in the LOM schedule are based on those
generated by Doray as part of their scheduling process. They utilise the high-level costs developed as
part of the open pit optimisation process which were based on recent costs from contractor MACA
Ltd who mined the original Deflector pit. They are summarised in Table 3.20.
Table 3.20

Open Pit Mining Cost (source: Doray)

Cost Area

Unit Rate

Site Establishment / Mobilisation / Clearing

Cost ($M)

$1.00

Load and Haul

$2.69/t total mined
(average)

$11.88

Drill and Blast

$0.75/t total mined

$3.31

Rehabilitation

$0.05/t waste mined

$0.21

Grade Control

$1.00/t ore mined

$0.17

$3.76/t total mined

$16.58

TOTAL

The load and haul costs are positional and increase over time as the pit increases in depth from $2.50/t
to $3.01/t. Doray has assumed that supervision and management of the open pit mining will be
undertaken by the mining personnel budgeted for the underground and that additional personnel will
not be required. Optiro consider this approach is reasonable given the very small size of the open pit.
As the open pit costs as based on actual contractor rates (from MACA Ltd). Optiro considers that the
adjusted mining operating cost provisions over the LOM schedule are reasonable, achievable and inline with Optiro’s experience with similarly sized operations.
Processing and infrastructure
Optiro considers historical operating data to be the best information for forecasting future plant
metallurgical performance and costs when processing similar ores. Based on this, Optiro has reviewed
the processing operating cost inputs (including shipping and treatment and refining charges) to
Doray's financial model (Section 3.2.9) and based on the processing plant actuals, Optiro does not
recommend any changes to the processing inputs within the financial model.
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3.2.12.

EXPLORATION POTENTIAL

Recent exploration programmes completed by Doray have successfully defined areas of new
mineralisation, including an underground drilling campaign confirming high grade mineralisation at
Da Vinci north of the dolerite dyke as well as the Link Lode discovery (Figure 3.5, Figure 3.12).
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Figure 3.12

Increase in Mineral Resources (gold ounces) at the Deflector Project 2017 to 2018 (source: Doray)

The Link Lode was discovered in a data shadow in surface drilling and Doray currently has an active inmine exploration programme to target additional mineralisation in a similar position.
The Da Vinci Lode was a new discovery in 2017 north of the late stage lamprophyre/dolerite dyke.
The recognition of the faulted offset of the lode and limitations in obtaining optimal drill orientations
on the extreme northern end of Da Vinci means that mineralisation remains open along strike. The
northern extension of Da Vinci is considered a priority near-mine exploration target, with surface
drilling currently underway to test the structural trend. This work is part of an overall exploration
investment at Deflector in FY2019 of $10 M.
Furthermore, on 13 December 2018, Doray announced that drilling at the northern end of Deflector
was successful in extending the Western Splay mineralisation approximately 150 m north to the
Shredder Fault.
Optiro considers that the exploration results show that significant mineralisation remains to be found
at Deflector. Opportunity exists to extend mineralisation to both the north (Da Vinci) and south.
Moreover, there is potential to define mineralisation to the east through extensions to the Contact
Lodes and to the west through the Western Splay lodes. Optiro considers that there is potential to
convert and define additional Mineral Resources at the Deflector to at least double the current life of
mine.
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4.

MINERAL ASSETS OF SILVER LAKE RESOURCES LIMITED

For personal use only

OVERVIEW
Silver Lake is an Australian-based company which has as its principal asset the Mount Monger gold
Project (the Mount Monger Operation), located 50 km southeast of Kalgoorlie, Western Australia. The
Mount Monger Operation comprises three separate mining centres (Daisy, Mount Belches and Aldiss)
along with the Randalls mill with a processing capacity of 1.3 Mtpa (Figure 4.1). Silver Lake has
produced over 1.1 M ounces of gold from the Mount Monger area since 2008.
Silver Lake has, in addition to the established Ore Reserves and Mineral Resources which comprise the
Mount Monger Operation, an exploration land package surrounding the Project of approximately
304 km2 which is prospective for gold mineralisation.
Figure 4.1

Mount Monger Operation general location plan (source: Silver Lake)

THE MOUNT MONGER OPERATION
4.2.1.

INTRODUCTION

The Mount Monger Operation is located 50 km southeast of Kalgoorlie and is accessible via the Mount
Monger road, which is bitumen for 15 km and then an all-weather unsealed road for the remaining
35 km. The Mount Monger Operation comprises three separate mining areas (Daisy, Mount Belches
and Aldiss) along with the Randalls Mill (Figure 4.1).
The Daisy Mining Centre is located 19 km northwest of the Randalls mill and has provided a base load
asset for the Mount Monger Operation. The Daisy Complex comprises a number of mineralised lodes
and has an ongoing infill and extensional drilling programme to complement the mine development
schedule (Figure 4.2). The Daisy Mining Centre has typically delivered approximately 1,500 ounces
per vertical metre, as mined since FY2009.
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Figure 4.2

Schematic view of the Daisy Complex (source: Silver Lake)

Mount Belches is a separate mining centre located 18 km to the east of the Randalls mill which
currently comprises the shallow Maxwells and Cock-eyed Bob underground mines, along with Mineral
Resources at Santa and Rumbles (Figure 4.3). Silver Lake’s focus is on progressively extending their
LOM at both Maxwells and Cock-eyed Bob as both are open down plunge. Silver Lake are also
targeting an increase in production from Mount Belches through the potential addition of new mines
at Santa and potentially Rumbles.
The first development ore from Cock-eyed Bob was accessed in Q2 FY2018, with FY2018 ore sourced
predominantly from development. Drilling has intersected mineralisation below the current mine
plan and this presents an opportunity to extend the current life of mine at Cock-eyed Bob.
Optiro notes that Silver Lake recently reported results from infill drilling at the Santa prospect with
eight holes of nine completed intersecting visible gold in the target zone (ASX announcement 7
December 2018). Silver Lake is targeting three underground mines producing >70,000 ounces per
annum at the Mount Belches Mining Centre.
The Aldiss Mining Centre is Silver Lake’s third Mining Centre at Mount Monger and is located
approximately 50 km east of the Randalls Mill. Aldiss comprises three proximal open pits, with ore
currently sourced from Harry’s Hill through an owner-operator, conventional drill, blast, load and haul
open pit mining operation.
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Figure 4.3

Mount Belches Mining Centre (source: Silver Lake)

4.2.2.

HISTORY

DAISY COMPLEX
Gold mining began in the Mount Monger area during the early 1900s and was marked by a series of
historic shafts and workings. Production records indicate that the field had produced more than
400,000 oz of gold. The area was initially mined using shaft access, with at least three main mines
operating in the immediate vicinity of the current workings. These were the Daisy shaft, the Milano
shaft and the Rosemary shaft.
Production at Daisy-Milano was first recorded in the 1900s via the aforementioned shafts. Modern
production commenced in 1970 when the private company Nickel Seekers accessed the deposit via
the current decline. Nickel Seekers developed the mineralisation to the 15 Level and produced
approximately 113,000 ounces of gold at a grade of 11.0 g/t.
Perilya Limited acquired the project in 2005 and continued development and mining to the 21 Level,
producing approximately 53,000 ounces at a grade of 7.5 g/t gold. Silver Lake purchased the project
from Perilya in November 2007 and resumed mining using smaller scale mining methods.
MOUNT BELCHES
Mining within the Mount Belches area appears to have commenced in the early 1900s and was mostly
based around the Santa area. A report on the area resulted from a visit by the State Mining Engineer
(Montgomery) in 1906. At the time of his visit, 2,500 tons of ore had been treated, with poor
recoveries of gold. The main workings in the area appear to have been developed after Montgomery's
visit. Reported production to 1965 was 33,180 tons of ore for a yield of 11,100 ounces of gold.
Historic production for the Maxwells area (or Karnilbinia, as Rumbles and Maxwells was known) is
reported as 460.6 tonnes of ore for 3.96 kg of gold (8.58 g/t gold) between 1902 and 1909. Specific
production for the Maxwells area alone is unknown.
Maxwells was an operating mine which Silver Lake inherited when it took over Integra Mining in
January 2013. Integra Mining Ltd had re-commenced mining at Maxwells in April 2011 and ceased for
a second time in June 2014 at the completion of the open pit. The final depth of the pit was 137 m
from an initial surface of 495 mRL to the base of the lowest cut.
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Gold was discovered and mined in the Cock-eyed Bob – Knob Hill area between 1904 and 1916.
Historical production at Comstock and Surprise is recorded as 806.3 t of ore for 23.95 kg of gold. These
mines are in the Cock-Eyed Bob – Knob Hill area, but there was no historic production from the site of
the current Cock-Eyed Bob resource.
Two adjacent pits were exploited in the mid-1990s, producing 215,300 t of ore for 785 kg gold (3.1 g/t
gold). One of the pits is orientated north-south, measures 360 m by 135 m and has been mined to a
depth of 62 m. The other pit is located just to the south of the first pit and is oriented north-northeast
with dimensions of 200 m by 115 m. The second pit has been mined to a depth of at least 30 m and
was back-filled with material from the northern pit.
ALDISS
The Aldiss area has had an extended history of mineral exploration from the mid-1960s until the
present. Harry’s Hill has been variously mapped, drilled and sampled since the mid-1980s. The main
project owners and phases of work are:
•
•
•
•
•

Freeport-McMoRan Inc. (1987): 65 RC and DD holes for 4,289m
Poseidon NL (1989): 77 RC and DD holes for 6,970m
Border Gold NL (1993 to 94): 58 RC and DD holes for 8,008m
Integra Mining Ltd (2004 to 2012): 33 RC and DD holes for 5,477m
Silver Lake (2013 to 2016): 12 RC holes for 2,183m

Freeport conducted mining operations at the Karonie Main and West zones and Harry’s Hill between
1987 and 1992, producing approximately 161,000 ounces of gold.
4.2.3.

TENURE

Silver Lake’s Mount Monger Operation comprises 61 granted mining leases covering approximately
137 km2, 28 granted prospecting licences covering approximately 38.4 km2 and 10 exploration
licences, covering approximately 102.3 km2 (Table 4.1 and Figure 4.4). A further two mining leases,
covering approximately 10.2 km2 and two prospecting licences covering approximately 3.7 km2,
remain under application.
A further 33 general purpose licences (required for infrastructure relating to mining production
activities) covering approximately 49.8 km2, and eight general purpose licences (1.3 km2) are held or
are in application. The majority of tenements are 100% held by Silver Lake, or as otherwise specified
in Table 4.1. All production is from 100% owned mining leases. Total current annual expenditure
requirements on the tenements is $2,051,160, with a further $309,210.25 in rent.
Optiro is not qualified to provide a legal opinion on the status of the Project licences but as at the
valuation date has reviewed Silver Lake’s licence permits and the Western Australian Department of
Mines, Industry Regulation and Safety’s (DMIRS) licence records and found them to be in good order.
Accordingly, Optiro is satisfied that Silver Lake has good and valid title to the described licences
required to explore and undertake project development and mining on the Project in the manner
proposed. Silver Lake has met or exceeded licence conditions and expenditure (or exemptions have
been granted) and Optiro considers it likely that the licences will be renewed as and when required.
Any future commercial exploitation of mineralisation outside the current mining leases will require
the grant of a mining lease if not already in place.
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Table 4.1

E25/0344
E25/0434
E25/0449
E25/0450
E25/0524
E25/0557
E26/0146
E26/0153
E26/0154
E28/2229
G25/0001
G25/0002
G26/0167
G26/0168
G28/0001
G28/0002
G28/0003
G28/0004
L25/0008
L25/0014
L25/0016
L25/0017
L25/0018
L25/0022
L25/0023
L25/0027
L25/0029
L25/0031
L25/0033
L25/0037
L25/0041
L25/0045
L25/0046
L25/0047
L25/0049
L25/0053

Lease

Randalls
Peter's Dam
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Peter's Dam
Peter's Dam
Aldiss Gold
Randalls
Randalls
Mt Monger
Mt Monger
Aldiss Gold
Aldiss Gold
Aldiss Gold
Aldiss Gold
Randalls
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Randalls
Mt Monger
Randalls
Randalls
Randalls
Randalls
Mt Monger
Randalls
Randalls
Randalls
Randalls
Mt Monger
Randalls

Project
Registered holder
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Freeport of Australia Inc
Freeport of Australia Inc
Freeport of Australia Inc
Freeport of Australia Inc
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited

Mount Monger Operation tenement schedule (source: Silver Lake)

100%
51%
100%
100%
100%
100%
100%
51%
51%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Ownership
14/2/2020
21/11/2020
24/11/2020
24/11/2020
25/8/2021
11/10/2022
22/9/2020
5/5/2021
5/5/2021
4/10/2022
19/8/2036
1/7/2035
6/1/2036
12/12/2038
13/6/2030
13/6/2030
13/6/2030
13/6/2030
9/4/2019
28/8/2021
28/8/2021
15/10/2021
15/10/2021
24/11/2021
27/11/2021
11/9/2032
8/4/2030
2/11/2030
13/3/2033
30/6/2035
29/9/2035
19/8/2036
21/8/2037
30/3/2036
19/8/2036
13/4/2037

Expiry
3.10
12.40
3.10
3.10
24.80
18.60
12.40
3.10
3.10
18.60
0.10
0.70
0.05
0.10
0.08
0.09
0.10
0.09
0.14
0.11
0.05
0.03
0.02
0.17
0.08
0.04
0.09
2.18
0.06
0.47
1.51
0.13
2.06
0.05
0.20
0.60

Area
km2
$20,000.00
$50,000.00
$20,000.00
$20,000.00
$20,000.00
$20,000.00
$50,000.00
$20,000.00
$20,000.00
$50,000.00
$$$$$$$$$$$$$$$$$$$$$$$$$$-

Exploration
commitment
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$567.00
$2,268.00
$341.00
$341.00
$1,088.00
$816.00
$2,268.00
$341.00
$341.00
$1,800.00
$165.00
$1,155.00
$99.00
$165.00
$148.50
$165.00
$165.00
$165.00
$231.00
$181.50
$99.00
$49.50
$49.50
$280.50
$148.50
$82.50
$148.50
$3,613.50
$99.00
$792.00
$2,491.50
$231.00
$3,399.00
$99.00
$346.50
$1,006.50
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L25/0054
L25/0056
L25/0057
L25/0058
L25/0059
L26/0162
L26/0215
L26/0246
L26/0262
L26/0263
L26/0285
L28/0053
L28/0055
L28/0056
L28/0057
M25/0071
M25/0117
M25/0125
M25/0133
M25/0136
M25/0236
M25/0307
M25/0347
M25/0350
M25/0360
M25/0364
M26/0038
M26/0059
M26/0094
M26/0129
M26/0148
M26/0197
M26/0248
M26/0249
M26/0250
M26/0251
M26/0271
M26/0278

Lease

Randalls
Randalls
Randalls
Randalls
Randalls
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Aldiss Gold
Aldiss Gold
Aldiss Gold
Aldiss Gold
Randalls
Mt Monger
Randalls
Randalls
Mt Monger
Randalls
Randalls
Randalls
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger

Project
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd

Registered holder
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Ownership

19/10/2025
21/6/2026
7/10/2027
16/3/2029
6/8/2029
13/3/2030
22/11/2030
22/11/2030
11/1/2031
11/1/2031
30/3/2031
21/5/2031

17/2/2037
20/3/2038
20/3/2038
13/12/2038
13/12/2038
30/4/2021
3/7/2021
11/5/2030
2/11/2032
24/10/2032
20/9/2039
17/8/2037
11/4/2038
8/8/2039
25/6/2038
10/12/2031
16/1/2036
12/12/2035
31/8/2037
31/1/2037
31/8/2030
31/8/2030
31/8/2030
23/5/2033
5/7/2037

Expiry
0.03
1.14
2.48
0.12
0.14
0.06
0.04
0.03
0.18
0.01
0.02
0.31
3.54
32.83
0.83
9.84
3.72
9.23
9.68
0.85
9.97
0.44
9.90
9.92
1.29
9.92
0.12
0.05
0.10
0.24
0.09
0.87
3.47
3.22
3.15
3.32
0.18
1.21

Area
km2
$$$$$$$$$$$$$$$$98,400.00
$37,200.00
$92,300.00
$96,800.00
$10,000.00
$99,800.00
$10,000.00
$99,100.00
$99,300.00
$12,900.00
$$10,000.00
$5,000.00
$10,000.00
$10,000.00
$10,000.00
$10,000.00
$34,800.00
$32,200.00
$31,500.00
$33,200.00
$10,000.00
$12,200.00

Exploration
commitment
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$49.50
$1,897.50
$4,108.50
$198.00
$231.00
$115.50
$66.00
$49.50
$297.00
$16.50
$33.00
$528.00
$5,841.00
$1,641.50
$1,386.00
$18,400.80
$6,956.40
$17,260.10
$18,101.60
$1,589.50
$18,662.60
$822.80
$18,531.70
$18,569.10
$2,412.30
$$243.10
$93.50
$187.00
$467.50
$187.00
$1,645.60
$6,507.60
$6,021.40
$5,890.50
$6,208.40
$355.30
$2,281.40
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M26/0280
M26/0282
M26/0325
M26/0352
M26/0357
M26/0364
M26/0389
M26/0391
M26/0393
M26/0401
M26/0402
M26/0406
M26/0409
M26/0410
M26/0411
M26/0415
M26/0417
M26/0437
M26/0440
M26/0500
M26/0635
M26/0636
M26/0642
M26/0657
M26/0665
M26/0683
M26/0783
M26/0791
M26/0802
M26/0825
M26/0834
M26/0836
M26/0844
M28/0847
M28/0043
M28/0164
M28/0171
M28/0208

Lease

Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Aldiss Gold
Rowes Find
Aldiss Gold
Aldiss Gold

Project
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited

Registered holder
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Ownership

30/12/2029
31/8/2030
10/8/2025
31/8/2030

6/9/2031
21/5/2031
21/1/2032
14/11/2032
11/4/2033
11/4/2033
19/3/2034
28/5/2034
23/6/2034
9/9/2034
28/10/2034
17/11/2034
3/11/2034
17/11/2034
24/1/2035
7/2/2035
7/3/2035
1/6/2036
12/9/2036
19/1/2031
17/12/2019
10/1/2020
27/5/2028
27/5/2028
24/10/2021
27/5/2028
27/5/2028
27/5/2028
27/5/2028
30/6/2035
6/7/2037
9/1/2038

Expiry
0.14
0.28
0.16
0.34
4.67
1.32
0.81
0.12
0.68
1.16
4.76
0.06
0.40
0.11
0.09
0.02
0.75
1.17
1.11
0.05
0.06
0.06
3.90
0.05
0.09
2.94
0.28
0.05
0.04
0.27
0.04
0.08
0.27
0.14
8.62
1.39
1.09
9.83

Area
km2
$10,000.00
$10,000.00
$10,000.00
$10,000.00
$46,800.00
$13,300.00
$10,000.00
$10,000.00
$10,000.00
$11,600.00
$47,600.00
$10,000.00
$10,000.00
$10,000.00
$10,000.00
$5,000.00
$10,000.00
$11,800.00
$11,100.00
$5,000.00
$10,000.00
$10,000.00
$39,100.00
$10,000.00
$10,000.00
$29,500.00
$10,000.00
$5,000.00
$5,000.00
$10,000.00
$5,000.00
$10,000.00
$$$86,200.00
$13,900.00
$10,900.00
$98,300.00

Exploration
commitment
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$261.80
$523.60
$299.20
$635.80
$8,751.60
$2,487.10
$1,533.40
$243.10
$1,271.60
$2,169.20
$8,901.20
$112.20
$748.00
$224.40
$187.00
$56.10
$1,402.50
$2,206.60
$2,075.70
$93.50
$130.90
$112.20
$7,311.70
$111.20
$187.00
$5,516.50
$523.60
$93.50
$74.80
$504.90
$93.50
$149.60
$$$16,119.40
$2,599.30
$2,038.30
$18,382.10
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Total

M28/0289
M28/0370
P25/2120
P25/2248
P25/2249
P26/3789
P26/3819
P26/3820
P26/3821
P26/3874
P26/3961
P26/3970
P26/4090
P26/4091
P26/4092
P26/4093
P26/4094
P26/4175
P26/4176
P26/4177
P26/4179
P26/4184
P26/4185
P26/4186
P26/4187
P26/4188
P26/4250
P26/4251
P26/4252
P26/4253
P26/4254
P26/4464

Lease

Aldiss Gold
Rowes Find
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Peter's Dam
Peter's Dam
Peter's Dam
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger
Mt Monger

Project
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake (Integra) Pty Limited
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd
Silver Lake Resources Ltd

Registered holder
100%
100%
100%
100%
100%
100%
51%
51%
51%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Ownership

6/10/2019
14/6/2019
14/6/2019
14/6/2019
10/4/2020
19/1/2022
4/3/2022
19/9/2020
19/9/2020
19/9/2020
5/10/2020
27/7/2020
26/1/2021
26/1/2021
26/1/2021
26/1/2021
23/1/2021
14/2/2021
23/1/2021
23/1/2021
23/1/2021
10/7/2021
10/7/2021
10/7/2021
10/7/2021
10/7/2021

14/7/2037
20/2/2033
21/2/2019

Expiry

354.9

8.91
0.10
0.86
1.85
1.85
0.72
1.96
1.57
1.57
0.02
1.22
0.11
1.86
1.95
1.83
1.81
0.10
0.04
1.95
2.00
1.63
1.26
1.80
1.57
1.57
1.82
1.90
1.83
1.85
1.97
1.64
0.04

Area
km2

$2,051,460

$89,100.00
$10,000.00
$3,440.00
$$$2,880.00
$7,840.00
$6,280.00
$6,280.00
$2,000.00
$4,880.00
$2,000.00
$7,440.00
$7,800.00
$7,320.00
$7,240.00
$2,000.00
$2,000.00
$7,800.00
$8,000.00
$6,520.00
$5,040.00
$7,200.00
$6,280.00
$6,280.00
$7,280.00
$7,600.00
$7,320.00
$7,400.00
$7,880.00
$6,560.00
$-

Exploration
commitment
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$309,210.25

$16,661.70
$187.00
$236.50
$$$198.00
$539.00
$431.75
$431.75
$27.50
$335.50
$30.25
$511.50
$536.25
$503.25
$497.75
$27.50
$27.50
$536.25
$550.00
$448.25
$346.50
$495.00
$431.75
$431.75
$500.50
$522.50
$503.25
$508.75
$541.75
$451.00
$-
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Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake
Resources Limited

All gold metal produced from the Project is subject to a 2.5% Western Australian State Government
ad valorem royalty.
Mount Monger Operation tenements (source: Silver Lake)

For personal use only

Figure 4.4
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Optiro has reviewed and is not aware of any native title claims over the Mount Monger Operation
area that would have any material effect on the project.
4.2.4.

REGIONAL GEOLOGY

For personal use only

DAISY COMPLEX
The Daisy Mining Centre is located within the Norseman-Wiluna Greenstone Belt. The area sits on the
Bulong Anticline, which is part of the Gindalbie Terrane. The core of the Bulong Anticline (the
Yindarlgooda Dome) contains mineralised granitic intrusive rocks in a sequence of felsic to
intermediate conglomeratic sedimentary rock, structurally overlain by a mafic-ultramafic succession.
Quartz feldspar porphyry dykes and sills intrude the sequence (Figure 4.5).
A northwest striking 50°, south dipping shear (the Godard Shear) separates the ultramafic sequence
to the south from the felsic volcaniclastic rocks to the north. The structural setting of the Daisy
Complex is analogous to that of the Kanowna Gold Mining Centre, which is located on shears splaying
away from the regional Kanowna Shear.
Figure 4.5

Regional geology of the Mount Monger area (source: Silver Lake)
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MOUNT BELCHES
The Mount Belches area is also part of the Norseman-Wiluna Belt. The area is underlain by the Mount
Belches greywacke and sits between the Mulgabbie and Kurnalpi Terranes to the east and the
Gindalbie and Kalgoorlie Terranes to the west. The Mt Belches greywacke is bound by the Mount
Monger Fault, the Randall Fault (locally known as the Bare Hill Shear) in the west and the Avoca Shear
in the east (Figure 4.6).
The Mt Belches greywacke comprises biotite bearing siltstones, sandstones and greywackes and BIF
as a turbidite sequence.
The gold deposits are hosted predominantly within the metamorphosed BIF units that form a minor
component of the Mt Belches greywacke. Two BIF packages are recognised; a poorly outcropping
lower package and an outcropping upper package. Two facies of BIF are recognised in the upper and
lower sequences; a magnetite-grunerite- rich facies and magnetite-rich facies.
The interpreted regional deformation sequence in the area consists of early, dominantly layer- parallel
contractional faults (D1) followed by two progressive phases of regional shortening (D2 and D3), which
produced a series of northwest-trending folds and widely-spaced transcurrent faults. A final
deformation event (D4) produced north-striking faults oblique to the earlier fold trends, generally with
dextral movement.
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Figure 4.6

General geology of the Mt Belches area (source: Silver Lake)

ALDISS
The Aldiss area lies on the eastern margin of the Eastern Goldfields Greenstone Province (EGGP) where
Archaean volcano-sedimentary sequences are juxtaposed against granitoid-gneissic terranes. The
province is characterised by an interconnecting series of north-northwesterly trending greenstone
belts surrounded by ovoid to elongate granitoid batholiths. The province differs from adjacent
provinces in that it contains a higher proportion of komatiites and a lower proportion of BIF units. The
overall stratigraphic succession in the greenstones of the EGGP is characterised by a lower sequence
dominated by mafic to ultramafic volcanic and intrusive units, overlain by more felsic volcanics, and
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an upper sequence dominated by felsic sedimentary units of clastic and chemical origin. Structurally,
the greenstone sequences record a protracted history of deformation that has produced steeply westdipping and north-northwesterly striking lithological contacts and a well-developed foliation that
trends in the same direction.
4.2.5.

LOCAL GEOLOGY

DAISY COMPLEX
The Daisy Complex is made up of intermediate to felsic volcanic rocks. The mineral deposits are
located east and beneath an overlying north-northwest trending ultramafic unit of approximately
250 m thickness, comprised mostly of variably serpentinised peridotites with localised talc alteration.
The entire sequence is intruded by two quartz-feldspar porphyritic units. One group (the footwall
cross-cutting porphyries) are oriented northwest and dip at 45 to 60° west, while the other set (Main
porphyries) are oriented north-south and are vertical to steeply easterly dipping. There are also
numerous east-west trending Proterozoic age, mafic dolerite intrusive dykes, ranging from a few
centimetres to several metres thick, distributed throughout the deposit area.
Mineralisation appears to occur along north-south trending, transpressional structures, commonly
along or associated with the Main porphyry contacts and/or north-south shear structures. Halos of
sericite-pyrite-fuchsite (Se-Py-Fu) alteration around mineralised quartz-carbonate veins typically
highlight metal-rich fluid pathways. Galena and sphalerite are generally enriched in typical Daisy ore
veins and compressional/shear textures on vein margins are also excellent indicators of gold
mineralisation.
Mineralised veins are typically sub-vertical, vary between 0.05 m and 1 m wide, generally trend northsouth and exhibit significant Se-Py-Fu wall-rock alteration. Milky white (bucky), often wide (>2 m),
non-mineralised veins trend east-west, have no significant alteration halo, and cross-cut ore
mineralisation.
Mineralisation is not bound to one lithology or structural type at the Daisy Complex. Observations
highlight that gold mineralisation has occurred along a north-south series of planes and that fluids
have utilised favourably-oriented structures during migration. Deposition appears to be structurally
controlled; however, some chemical deposition may have occurred in close proximity to the overlying
ultramafic unit.
MOUNT BELCHES
The Mount Belches deposits are hosted predominantly within several metamorphosed BIF units that
form a minor component of the Mt Belches greywacke. Two BIF packages are recognised; a poorly
outcropping lower or ‘Maxwells’ package, and an outcropping upper or ‘Santa -Craze’ package.
The most obvious structural feature in the area is the tight chevron-folding pattern of the BIFs. The
Cock-eyed Bob pit is located in the area where the BIF units are isoclinally folded and oriented northsouth, in the vicinity of the Bare Hill Shear.
At a local scale, the Maxwells deposit is in the lower part of the Mt Belches sedimentary sequence.
Gold mineralisation is hosted by multiple northwest striking, sub vertical BIF units, 0.1 to 10 m thick,
which form part of regional folds, dominated by siliceous psammites and pelites. Mineralisation,
veining and alteration, hosted predominantly by the BIFs, has been developed over a northwest
trending corridor of at least 1.7 km in length and 50 to 200 m wide, which is known to extend up to
250 vertical metres depth, with some BIF-hosted gold shoots being open at depth. The gold
mineralisation appears to be developed in shoots that are shallow to moderate south-plunging that
occur in quartz veins which are preferentially hosted in the BIF units.

P a g e | 60

For personal use only

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake
Resources Limited

Gold mineralisation is hosted within both facies of the BIF. Minor amounts of mineralisation are also
located in the chloritic siltstones adjacent to the BIFs. Sulphidation is the chemical mechanism
controlling the gold precipitation, and the iron-rich BIFs present an ideal host. Pyrrhotite is the
dominant sulphide and is accompanied by pyrite and arsenopyrite. From petrological analysis, these
minerals formed as part of the same metamorphic paragenetic assemblage. Arsenopyrite is
commonly present as well-formed crystals up to 1 cm in size.
ALDISS
The Aldiss Mining Centre covers an area to the east of the Aldiss Fault, a regional shear zone located
on the eastern margin of the EGGP, near the contact with the Erayinia Granite Suite. As is generally
the case in the Eastern Goldfields, much of the Archaean geology is concealed.
The geology of the area consists of a sequence of north-northeast trending amphibolites and
associated metasediments. The rock has a strong metamorphic overprint, generally obliterating the
pre-metamorphic textures. The lithologies hosting the Harry’s Hill deposit are mid- to upperamphibolite facies and represent a much higher metamorphic grade than the greenschist facies that
alteration that is prominent elsewhere in the Eastern Goldfields. The mineralisation host is a quartz
amphibolite, but varies in composition from more mafic varieties, with up to 80% hornblende, to
leucocratic varieties with more abundant (up to 20%) interstitial quartz and feldspar. The quartz
amphibolites are intercalated with quartz-feldspar-biotite marker units between 0.5 and 3 m thick.
Many marker units appear to have a spatial relationship with mineralisation as they are often
observed to flank the ore zones.
Two alteration styles are evident at Harry’s Hill. A zone of pale green calc-silicate alteration loosely
haloes the deposits. Alteration mineral assemblages include diopside, carbonate (calcite), titanate,
epidote, sericite and lesser chlorite. Biotite alteration pervasively replaces hornblende, especially in
the ore zones.
Gold mineralisation occurs almost exclusively within the quartz amphibolites and occurs dominantly
as native gold. The habit of the native gold is as coarse interstitial grains, located along hornblende
and quartz grain boundaries or included within the hornblende grains along cleavage. Sulphides are
present with pyrite subordinate to pyrrhotite and lesser chalcopyrite and minor molybdenite.
Unusually, gold mineralisation is not associated with the sulphides in any way. Mineralisation also
occurs within the metasediments but appears to be related to a late-stage event. Visible gold within
quartz veins, microscopic gold adjacent to quartz veins and gold associated with minute shear zones
suggests that the mineralisation is structurally controlled.
4.2.6.

MINERAL RESOURCES

MINERAL RESOURCE SUMMARY
Silver Lake’s Mineral Resources are located across five areas: Daisy, Imperial/Majestic, Mount Belches,
Aldiss and Randalls. Mineral Resources estimated for the Daisy Complex, Lorna Doone, Wombola
Dam, Majestic, Imperial, Maxwells, Santa, Cock-eyed Bob, Anomaly A, Karonie, Harry’s Hill, French
Kiss, Spice, Tank/Atreides and Lucky Bay have been classified and reported in accordance with the
guidelines of the JORC Code (2012). The Mineral Resources estimated for the other deposits were
prepared in accordance with the guidelines of the 2004 edition of the JORC Code and have not been
updated since then.
The Mineral Resources were reported by Silver Lake above a gold cut-off grade of 1.67 g/t at Daisy,
and the other deposits were reported at cut-off grades of 1 g/t for resources that are anticipated to
be extracted by open pit mining and 2 g/t for resources that are anticipated to be extracted by
underground mining (Table 4.2). These Mineral Resource figures have been depleted by Silver Lake
for underground and open pit mining as at 30 June 2018. Optiro further depleted the Mineral
Resources for production from 1 July 2018 to 31 October 2018 as part of this report.
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The Mineral Resources within the Daisy, Imperial/Majestic, Aldiss and Randalls Mining centres and the
Mineral Resources at Santa and Rumbles were estimated by Silver Lake. The Mineral Resources within
the Maxwells, Cock-Eyed Bob and Anomaly A deposits were estimated by Mining Plus Pty Ltd.
Optiro conducted a review of the Mineral Resource models for the deposits that have been included
within the LOM (Daisy Complex, Maxwells, Cock-Eyed Bob, Karonie, Harry’s Hill and French Kiss) and
the Santa deposit. These deposits together contain 75% of Silver Lake’s total Mineral Resources. The
review included:
•
•
•
•
•
•
•
•

review of the drillhole assay data and interpreted mineralised lodes
review of the statistical and geostatistical parameters as documented in the Mineral Resource
reports
visual comparison of the mineralised intersections with the block model grades for the main
lodes
examination of the validation statistical and trend plots included in the Mineral Resource
reports
confirmation that the resource models were depleted by the existing workings (open pit,
levels and stopes) as defined by wireframe models provided by Silver Lake
confirmation of the Mineral Resources as reported from the block models
exclusion of the area of overlapping lodes within the Daisy Complex models at Daisy North
and at Dinnie Reggio
depletion of the Mineral Resources by the planned open pit and underground LOM wireframe
models prepared by Silver Lake to determine the existing remnant Mineral Resources.

Optiro has not reviewed the Mineral Resources defined at the other deposits as these are not currently
the focus of development work by Silver Lake and are considered to be of secondary importance to
Silver Lake’s longer-term operations. Optiro has included commentary from the JORC Table 1 that
was prepared by Silver Lake for Santa in the following sections.
Based on the review of the Mineral Resource models for the deposits that have been included in the
LOM, Optiro’s expectation is that the Mineral Resources defined at the other deposits will be
reasonable and confidence will be in line with the assigned resource classification for these deposits.
These Mineral Resources have been estimated using Silver Lake’s standard Mineral Resource
Estimation Procedures which ensures consistency between all deposits. These procedures comprise
data validation including QAQC, statistical and geostatistical analysis and model validation. This
standardised work flow ensures consistency of Silver Lake’s Mineral Resource estimates at each of the
deposits. Each Mineral Resource is subject to internal review and signed off by a suitably qualified
competent person. In terms of contained gold, of the Mineral Resources in the deposits that are not
included in the LOM, 4% have been classified as Measured, 53% as Indicated and 43% as Inferred.
Optiro notes that some Mineral Resources (see Table 4.2) have not been updated from JORC 2004
classification. These Mineral Resources are immaterial to the Silver Lake LOM and have been valued
accordingly in Section 7.2.
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2012
2004

2012
2012
2012
2012
2012
2004

2012
2012
2012
2004
2012

2012
2012

2012
2004
2004
2012
2004
2004
2012
2004

JORC
Code
Tonnes
(x 1,000)
122
507
13
642
291
347
638
13
13
907
2,200

Mineral Resources – Silver Lake Projects (source: Silver Lake)

Daisy Complex
Fingals
Costello
Lorna Doone
Magic/Mirror
Wombola Pit
Wombola Dam
Hammer and Tap
Total Daisy Mining Centre
Majestic
Imperial
Total Imperial/Majestic Mining Centre
Maxwells
Santa
Cock-Eyed Bob
Rumbles
Anomaly A
Total Mount Belches Mining Centre
Karonie
Harry’s Hill
French Kiss
Spice
Tank/Atreides
Italia/Argonaut
Total Aldiss Mining Centre
Lucky Bay
Randalls Dam
Total Randalls Mining Centre
Total Stockpiles
Total Mount Monger Operations

Deposit

Table 4.2

Measured
Gold
(g/t)
42.7
2.6
3.2
10.3
6.2
6.3
6.2
4.6
4.8
1.2
5.3
Gold
(k oz)
168
43
1
212
58
70
128
2
2
35
377

Tonnes
(x 1,000)
737
131
686
549
47
164
2,314
1,673
504
2,177
1,103
3,788
563
351
232
6,037
3,595
1,855
646
78
236
409
6,819
34
107
141
17,488

Indicated
Gold
(g/t)
19.0
2.7
2.0
2.5
3.1
2.6
7.6
2.6
2.7
2.7
5.6
2.5
5.6
2.2
1.9
3.3
2.4
2.5
2.7
2.4
1.4
1.4
2.1
4.8
2.1
2.8
3.3
Gold
(k oz)
449
11
44
45
5
14
568
142
44
186
200
302
101
24
14
641
213
149
55
6
11
19
452
5
7
13
1860

Tonnes
(x 1,000)
1,273
1,043
111
641
663
20
120
350
4,221
790
216
1,006
947
1,165
587
851
44
3,594
620
448
808
64
604
2,544
8
6
14
11,379

Inferred
Gold
(g/t)
13.4
2.3
4.0
3.5
3.6
4.0
3.0
2.4
6.1
2.3
2.0
2.2
5.6
3.1
4.8
2.2
1.7
3.8
1.5
2.4
1.7
1.3
1.5
1.7
7.2
1.2
4.6
4.1
Gold
(k oz)
549
77
14
72
77
3
12
27
831
58
14
72
171
117
90
59
2
439
30
34
45
3
29
141
2
0.2
2
1485

Tonnes
(x1,000)
2,132
1,174
111
1,327
1,719
67
297
350
7,177
2,463
720
3,183
2,341
4,953
1,497
1,202
276
10,269
4,215
2,303
1,454
142
840
409
9,363
55
113
168
907
31,067

Gold
(k oz)
1,166
88
14
116
165
8
27
27
1,611
200
58
258
429
419
261
83
16
1,209
243
183
100
9
39
19
593
9
7
16
35
3,721
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Total
Gold
(g/t)
17.0
2.3
3.9
2.7
3.0
3.7
2.8
2.4
7.0
2.5
2.5
2.5
5.7
2.6
5.4
2.1
1.8
3.7
1.8
2.5
2.1
1.9
1.5
1.4
2.0
5.1
2.1
3.0
1.2
3.7
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GEOLOGICAL DATA SUPPORTING RESOURCE ESTIMATE
All Silver Lake drilling data is stored and maintained in the centralised Silver Lake SQL server database
by the Silver Lake Database Administrator. The Database Administrator uses a standardised set of
validation procedures for importation of data and imports and checks the assay data provided by the
laboratory. Sampling and drilling data collected at each of the mining centres is entered into the onsite
DataShed database. All data is reviewed by the onsite geologists, who carry out QAQC analysis of the
data.
All drill samples collected by Silver lake have been geologically logged for lithology, regolith,
mineralisation, magnetic susceptibility and alteration using Silver Lake’s logging codes. Structural data
is also recorded for diamond drillholes. Historical data has been standardised using Silver Lake’s
logging codes.
Sampling by Silver Lake includes RC and diamond core drilling and face sampling. RC samples are taken
over intervals of 1 m. Core samples are taken over intervals of 0.2 m to 1.2 m, with NQ2 and HQ2
used for exploration and resource infill drilling and LTK48 used for stope definition and underground
grade control sampling. Face channel sampling is undertaken across the development drives,
sublevels, and airleg rises. When face sampling the mineralised vein, the entire vein is taken as one
sample regardless of thickness with a minimum sample interval of 5 cm applied. Historic drilling,
undertaken since the 1980s, includes RC, diamond, RAB and aircore. Only data from RC and diamond
drillholes have been used for the Mineral Resource estimates. The majority of the samples from the
historic RC drilling were sampled at 1 m intervals, with some earlier holes sampled at 2 m intervals.
The collar locations of the Silver Lake drillholes have been surveyed using a Leica Total Station
instrument (with a precision of +/- 0.2 m) or by RTK-GPS. Down-hole survey data is from Eastman
single shot instruments at 30 m intervals and the recent RC and diamond drillholes have been surveyed
at 10 m intervals with a gyro inclinometer.
The Mineral Resources at Daisy have been estimated using data from 380,364 diamond drill samples
and 64,951 face samples. The drilling is on a nominal spacing of 40 m by 40 m, with some areas at a
wider spacing of up to 80 m by 80 m. Grade control drilling is at a spacing of 10 m by 20 m to 20 m by
20 m and face sampling is at a spacing of 2.5 m to 10 m along levels that are 15 m apart.
At Maxwells, data from 7,735 RC drillholes (for a total of 212,717 m), 347 diamond or diamond tail
holes (for a total of 59,075 m) and 1,827 face samples (for a total of 5,017.9m) were used for resource
estimation. The drilling is predominantly spaced on 20 m section lines, with on-section drillholes
spaced at 20 m to 40 m.
For the Cock-Eyed Bob and Anomaly A resource estimate, data from 6,156 RC drillholes (for a total of
63,068 m), 178 diamond or diamond tail (for a total of 23,509.09 m), 45 sludge samples (for 254 m)
and 1,531 face samples (for 4,782 m) were used. The drill sections are generally spaced at 20 m, with
drillholes spaced at 20 m to 40 m on-section. Grade control drilling is at a spacing of 10 m by 20 m to
20 m by 20 m and face sampling is at a spacing of 2.5 m to 10 m along levels that are 15 m apart.
At Karonie, part of Aldiss, the Mineral Resources were estimated using data from 1,108 RC drillholes
(for a total of 83,949 m) and 256 diamond or diamond tail holes (for a total of 33,949 m). The drillhole
spacing within the mineralised domains ranges from 10 m by 10 m to approximately 80 m by 40 m,
with typical spacing of the order of 20 m to 20 m.
The Mineral Resource at Harry’s Hill has been estimated using data from 178 RC drillholes (for a total
of 18,418.5 m) and 72 diamond drillholes (for a total of 8,950.4 m). Data spacing within the
mineralised domains ranges from 20 m by 20 m to approximately 40 m by 80 m (below 225 m depth
from surface).
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At French Kiss the Mineral Resources were estimated using data from 343 RC drillholes (for a total of
34,980.8 m) and 17 diamond drillholes (for a total 3,132.1 m). Data spacing within the mineralised
domains ranges from 10 m by 10 m to approximately 40 m by 80 m.
Silver Lake has employed industry standard assaying methodologies. Gold analysis is by fire assay with
an AAS finish. Samples from Daisy were assayed by Bureau Veritas (using a 40 g charge) and most of
samples from the other deposits have been analysed by Min-Analytical and SGS (using a 50 g charge).
Gold analysis of the historical data from 2004 to 2012 was by fire assay by Genalysis (using a 50 g
charge) or Amdel (using a 40 g charge). These are all accredited assay laboratories.
At Daisy a bias has been determined between the face sample results and the drilling data. Grades
from face samples are generally higher in grade than the drillhole samples and the accumulated data
(grade times true width) was calibrated to the drillhole data.
QAQC
The assay laboratories inserted blanks and standards, generally at a rate of one in 20 samples, in every
batch. Silver Lake’s QAQC protocols include field duplicates, standards and blanks, that are inserted
throughout the drilling programmes, with increased QAQC sampling targeting the mineralised zones.
Field duplicates are generally inserted by Silver Lake geologists at a rate of one in 20, and further
repeat assays are selected at random by the quality control officer. Certified standards have been
inserted at an approximate rate of 1 in 20 samples and blanks at an approximate rate of 1 in 33
samples. At Daisy, certified standards are inserted approximately 1 in every 10 samples for face
samples and a non-certified blank for every assay batch.
The QAQC data is reviewed by Silver Lake on a batch basis and also monthly by site geologists. Any
issues with sample accuracy or contamination, as identified from analysis of the standards and blanks,
are resolved with the laboratory, and samples re-analysed if required. Analysis of the field duplicate
data by Silver Lake at Maxwells, Karonie, Harry’s Hill, French Kiss and Santa indicates that the QAQC
data is satisfactory and that no significant QAQC issues were identified. Silver Lake has reported that
at Daisy, Cock-Eyed Bob and Santa, there is significant grade variability between the grades of the
original and field duplicate samples. The reliability and consequent risk associated with the underlying
data is taken into account by the Mineral Resource classification.
GEOLOGICAL INTERPRETATION
Silver Lake’s geological interpretation for the Mineral Resource estimates uses a combination of
lithology, geological structures, associated alteration and veining, and gold grade.
The Daisy deposit consists of several lodes, including Daisy Milano, Daisy East, Daisy Deeps, Rosemary,
Stanley, Haoma and Haoma West, as well as several smaller historical workings. Mineralisation
appears to occur along north-south trending, transpressional structures, commonly along or
associated with the porphyry contacts and/or north-south shear structures. Mineralised veins are
typically sub-vertical and vary between 0.05 m to 1 m wide. Sixteen mineralised lode systems have
been defined for the resource estimate.
At Maxwells the gold mineralisation appears to be developed in shoots that are shallow to moderately
south-plunging and occur in quartz veins which are preferentially hosted in the BIF units. The
wireframes for definition of the mineralised lodes have been interpreted around a set of five parallel
BIF units that have been offset by a number of post-mineralisation faults.
The gold mineralisation at Cock-Eyed Bob is hosted within BIF units, and minor amounts of
mineralisation are within the chloritic siltstones adjacent to the BIF units. The gold mineralisation
wireframes have been interpreted around the two parallel BIF units that have been offset by a number
of faults. Seven BIF domains were defined that have been offset by faulting.
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At Karonie nine mineralised domains have been defined using a nominal cut-off grade of 0.25 g/t gold,
and six internal higher-grade domains defined using a nominal cut-off grade of 3.0 g/t gold. The
mineralisation was interpreted using Leapfrog software.
The gold mineralisation at Harry’s Hill is within the metasediments and appears to be related to a late
stage remobilisation event. A total of 27 individual domains were defined for the Mineral Resource
estimate, using a nominal cut-off grade of approximately 0.25 g/t gold.
At French Kiss, the zones of gold mineralisation trend more or less parallel to the stratigraphy and dip
moderately to the east to south-east. 13 dipping lodes and a sub-horizontal domain of supergene
mineralisation have been defined for the Mineral Resource estimate, using a nominal grade of
approximately 0.25 g/t gold.
MINERAL RESOURCE ESTIMATION
For Daisy an accumulation variable (true thickness times grade) was used for grade estimation. For
resource estimation at the other deposits the data was composited to 1.0 m downhole intervals.
Top-cuts have been applied to the gold data to restrict the influence of outlier grades. Top-cut values
were selected from analysis of histograms, log-probability plots, mean grades and population
disintegration. Mean grades and the coefficient of variation were examined for the uncut and cut
data to determine the effect of the top-cut grade on the average grade and total metal.
Mineralisation continuity for gold within each of the defined lodes was assessed by variogram analysis
using Snowden Supervisor software. At Daisy, variography was used to assess the continuity of the
accumulation variable. For deposits where the grade estimation has included unfolding, variogram
analysis assessed the continuity of the mineralisation in unfolded co-ordinates. For each deposit
Kriging Neighbourhood Analysis (KNA) was undertaken using Supervisor to determine the optimal
block size. Once this was established further KNA was undertaken to optimise the kriging parameters.
For Daisy a seam model was developed with blocks of 5 m in Y (north-south) and a height of 4 m. The
easting block dimension is variable and reflects the thickness of the lode. A diluted model was also
developed for Daisy that assumed a minimum width of 2.4 m with dilution at 0 g/t gold.
Block sizes used for the other deposits in the LOM plan were 5 m E by 10 mN on 5 m benches. At
Santa a block size of 2 mE by 10 mN on 5 m benches was applied. Sub-celling was applied for volumes
resolution of the narrow lodes (Table 4.3).
Table 4.3

Parent and sub-cell sizes used for resource estimation (source: Silver Lake)

Deposit
Maxwells
Cock-Eyed Bob
Karonie
Harry’s Hill
French Kiss
Santa

Parent block
5 m by 10 m by 5 m
5 m by 10 m by 5 m
5 m by 10 m by 5 m
5 m by 10 m by 5 m
5 m by 10 m by 5 m
2 m by 10 m by 5 m

Sub-cell
0.5 m by 1 m by 1 m
1 m by 2 m by 1 m
1 m by 2 m by 1.25 m
1.25 m by 2.5 m by 1.25 m
0.5 m by 5 m by 2.5 m
0.2 m by 0.5 m by 0.25 m

Unfolding was implemented for Daisy and French Kiss, Karonie and Harry’s Hill. Data and blocks are
projected onto a flattened plane for variogram analysis and grade estimation, and after estimation,
each block is reinstated to its original position. At Maxwells and Harry’s Hill fault offsets and
displacements that post-date the mineralisation have been reversed for the purposes of resource
estimation, with BIF units transformed back to their pre-faulted locations for variography and grade
estimation.
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Both Micromine and Datamine software have been used for the unfolding process and all grade
estimation used ordinary kriging techniques in Datamine software. Grade estimation was into the
parent blocks for all LOM deposits except Cock-Eyed Bob and Maxwells, where Mining Plus adopted
an unconventional approach and used the sub-cell for grade estimation.
Density
Density measurements were taken by Silver Lake Resources using the Archimedes principle (water
immersion) and average values (Table 4.4) were assigned to the resource models by the oxidation
horizons. The density values assigned to the Karonie resource are from the Harry’s Hill deposit. At
Daisy the assigned value of 2.75 t/m3 is based on the reconciliation of tonnes calculated through truck
call factors and material milled.
Table 4.4

Density values (in t/m3) assigned to the resource models (source: Silver Lake)

Material

Daisy

Maxwells

Oxide
Transitional
Fresh
Number of
measurements

2.75
Reconciliation
data

2.00
2.30
2.97

Cock-Eyed
Bob
1.80
2.10
3.10

4,560

1,306

1.90
2.30
3.02

Harry’s
Hill
1.90
2.30
3.02

French
Kiss
1.80
2.20
2.85

-

1,032

483

Karonie

Santa
2.00
2.50
3.10
2,700

Model validation
Model validation for each of the resource models was carried out by visual comparison of the drillholes
and blocks and comparing the mean input grade (top-cut and declustered) with the estimated block
grade. Grade trend profiles were constructed to assess any global bias, average grade conformance
and to detect any obvious estimation issues.
Classification and reporting
Mineral Resources estimated for the Daisy Complex, Lorna Doone, Wombola Dam, Majestic, Imperial,
Maxwells, Santa, Cock-eyed Bob, Anomaly A, Karonie, Harry’s Hill, French Kiss, Spice, Tank/Atreides
and Lucky Bay have been classified as Measured, Indicated and Inferred, in accordance with the
guidelines of the JORC Code (2012). In terms of contained gold, these deposits account for 89% of the
total estimated gold at the Mount Monger Operations. The Mineral Resources estimated for the other
deposits were classified in accordance with the guidelines of the 2004 edition of the JORC Code and
have not been updated since then.
Criteria considered for resource classification included geological continuity, data quality, drill spacing,
modelling technique, estimation parameters (search strategy, number of informing composites,
average distance of composites from blocks) and kriging quality parameters such as kriging variance.
At Daisy Measured Mineral Resources are supported by the continuity of mineralisation grade both
along strike and down plunge, as confirmed by face sampling data from ore development drives.
Indicated Mineral Resources are defined in area with 40 m by 40 m drilling pierce points that are within
reasonable proximity (< ~80 m) to close-spaced face sampling data. All remaining blocks within the
lodes have been classified as Inferred Mineral Resources.
At Maxwells, resource blocks which have been defined by underground level drive development above
and below and with face samples taken within the development drive have been classified as
Measured. Indicated Resources are defined where the drill intercept spacing is at approximately 20
m by 20 m. The majority of the domains which contain Indicated Mineral Resources are located within
close proximity to the current working levels. Inferred Mineral Resources have been defined within
areas with a nominal drill spacing of 40 m by 40 m.
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Measured Mineral Resources have been defined at Cock-Eyed Bob within areas where there is data
from face sampling from underground level drive development, both above and below the estimated
blocks. Indicated Mineral Resources have been defined where the drill intercept spacing is at
approximately 20 m by 20 m. The majority of the domains which contain Indicated Resources are
located within close proximity to the current working levels. Inferred Mineral Resources have been
defined by a nominal drill spacing of 40 m by 40 m.
At Karonie Indicated Mineral Resources are defined where the drilling is typically closer than 25 m and
has high geological confidence. This is surrounded by Inferred Mineral Resources where the drilling
data is at a wider spacing or has lower confidence of the drillhole locations and/or downhole survey
data.
Indicated Mineral Resources are defined at Harry’s Hill where the drilling is at a spacing of 20 m by
20 m and has high geological confidence. Inferred Mineral Resources are defined at depth and within
areas with a drill spacing of up to 40 m by 80 m.
At French Kiss, Indicated Mineral Resources have been defined where drill spacing is typically less than
20 m to 25 m and has good geological continuity. Inferred Mineral Resources are defined within areas
with wider spaced drilling and where there is lower confidence of the drillhole locations and/or
downhole survey data.
Indicated Mineral Resources are defined at Santa where the drilling is at a spacing of 25 m by 25 m
and has good geological continuity. Inferred Mineral Resources are defined at depth and within areas
with a drill spacing of up to 50 m by 50 m.
Silver Lake has depleted the Mineral Resource estimates for mining from as-built survey pickups of
open pits and ore drive development and stoping completed as at 30 June 2018. Optiro further
depleted the Mineral Resources for production from 1 July 2018 to 31 October 2018 as part of this
report.
Optiro considers that the Silver Lake Mineral Resources have been appropriately estimated and that
good practice has been followed. The quality of input data, QAQC, interpretation and sample spacing
is suitable and this information has been considered in applying the Mineral Resource classification.
The Mineral Resource estimate is considered reasonable and does not present a material risk to the
on-going operations at Mount Monger.
4.2.7.

ORE RESERVES

STANDARDS AND DEFINITIONS
Ore Reserves at Silver Lake’s Mount Monger Operation have been reported in accordance with the
JORC Code (2012). Under the JORC Code (2012):
An ‘Ore Reserve’ is the economically mineable portion of a Measured or Indicated Mineral
Resource. It includes diluting materials and allowances for losses, which may occur when the
material is mined or extracted and is defined by studies at Pre-Feasibility or Feasibility level as
appropriate that include application of Modifying Factors. Such studies demonstrate that, at
the time of reporting, extraction could reasonably be justified.
Modifying Factors include mining, processing, metallurgical, infrastructure, economic,
marketing, legal, environmental, social and governmental factors.
The Mount Monger Operation Ore Reserves comprise:
•

Harry’s Hill, French Kiss and Karonie South open pits, collectively referred to as the Aldiss
Mining Centre.
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•
•

Maxwells and Cock-eyed Bob underground operations, collectively referred to as the Mount
Belches mining centre.
Daisy Complex comprising multiple zones, namely; Daisy Milano, Haoma, Haoma West, Lower
Prospect, Daisy North, Dinnie Reggio and Christmas Flats.
The Majestic open pit is detailed in the Silver Lake Ore Reserve Statement as at 30 June 2018
but is not included in the LOM plan provided to Optiro.

The Mineral Resources reported by Silver Lake have been reported inclusive of the respective Ore
Reserves.
RESERVE ESTIMATION METHODOLOGY – UNDERGROUND
The Silver Lake underground Ore Reserve estimate is focused on three separate mines; Daisy Complex,
Maxwells and Cock-eyed Bob.
Mine design and scheduling work were undertaken using Datamine and Enhanced Production
Scheduler software for design and scheduling. Stope Optimiser was used to generate preliminary
mineable stope shapes along the strike of each mine and level with nominal lengths and minimum
mining widths appropriate to the mining method employed at each mine. Ore drives are designed at
a range of profiles commensurate with the minimum stoping dimensions. Each development and
stope task were interrogated against the Mineral Resource block model to derive the respective
tonnes and grade values. Tonnes and grade values were further categorised by Mineral Resource
categories to assist with processing and reporting.
Modifying factors for development over-break and mining recovery were applied inside the scheduling
software when creating the schedule. The Stope Optimiser shapes were evaluated and only those
above the applicable mine operating cost cut-off grade assumption were retained which determined
the economic extent of stoping and the underlying development.
GBF (as for Deflector) are the primary underground contractor and utilise a typical mechanised mining
fleet to extract ore via development mining and top-down long hole stoping. Silver Lake staff provide
technical services and management of the underground mining activity.
Optiro based their review of the Ore Reserve on:
•
•
•

the ASX release ‘Mineral Resource and Ore Reserve Statement’ dated 24 August 2018,
Internal Silver Lake Ore Reserve reports for Maxwells, Cock-eyed Bob and Daisy Complex
the supporting designs and schedules for each of the mines.

Optiro has reviewed the cut-off grade calculation, development and stope design, geotechnical
parameters and recovery and dilution assumptions as detailed below. Based on Optiro’s professional
judgement, no fatal flaws with the Silver Lake Ore Reserve Process were found.
Mining Method
The mining method selected for Maxwells and Cock-eyed Bob is long-hole open stoping. Pillars are
placed within the ore body for dilution control and regional support. Long-hole open stoping was
selected because:
•
•
•
•
•

mineralisation is vertical or sub vertical
host rock is very competent (able to sustain an opening of the required size and duration)
grade of ore will not support consolidated fill type methods
method is common in the Goldfields and consistent with SLR’s experience in mining
narrow ore bodies
method is mechanised and affords the lowest production cost.
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Each of the lodes has been designed to be extracted in a top-down sequence from the extremities of
the ore bodies to towards the cross-cut accesses. These stoping levels are accessed by a 1 in 7 decline
at 5.0 mW by 5.5 mH with level intervals located approximately 15 m vertically apart.
Level ore drives are developed along strike of the ore body to maximise development ore while
maintaining the best possible position for stope excavation. The ore drives are designed at 2.5 mW
by 3.0 mH due to the narrow nature of the ore bodies.
Stope ore is blasted and bogged using remote LHD units. Ore is loaded onto trucks at stockpiles on or
near the decline for trucking to the surface ROMs.
Cut-off Methodology
The cut-off grades for Maxwells and Cock-eyed Bob were calculated using costs from an appropriate
and applicable cost model. The summary of the calculations is shown in Table 4.5 and Table 4.6. The
stoping cut-off grade selected to determine the mining inventory was 3.5 g/t. The assumptions
detailed in Table 4.5, are solely for the purposes of deriving the cut-off grade of the ore and are not
the same assumptions as those used in the valuation performed by BDO.
Table 4.5

Maxwell and Cock-eyed Bob calculated gold cut-off grades (source: Silver Lake)

Cut-off grade calculation

Unit

Gold Price
Metallurgical Recovery
WA State Royalty

Table 4.6

Value

$/oz

1,600

%

95%

%

2.50%

Total Revenue per ounce of gold

$/oz

1,482

Total Revenue per gram of gold

$/g

47.65

Maxwell and Cock-eyed Bob cut-off grade calculations (source: Silver Lake)

Operating Costs

Unit

Total Op Costs

Stoping costs

Transport and
processing

Mining Operating Costs
Mine Services
Stoping
Lateral Development
Vertical Development
Infrastructure
Total Mine Operating Cost

$/t ore
$/t ore
$/t ore
$/t ore
$/t ore
$/t ore

62.6
26.7
36.7
4.3
7.6
137.8

60.9
32.7
93.5

-

Surface Road Haulage to Plant
Processing
General and Administration
Total Operating Cost
Break-even cut-off grade
Incremental stope cut-off grade
Incremental development cut-off grade

$/t ore
$/t ore
$/t ore
$/t ore
g/t
g/t
g/t

4.6
27.0
3.1
172
3.6

4.6
27.0
3.1
128

4.6
27.0
3.1
35

g/t
g/t
g/t

3.5

Optimisation break-even cut-off grade
Optimisation incremental stope cut-grade
Optimisation development cut-off grade

-

2.7
0.7
3.0
1.0

The cut-off grade methodology for Daisy follows a similar process compared to Maxwells and Cockeyed Bob, as outlined in Table 4.7. The cut-off grade used to generate preliminary stope designs via
MSO is 4.6 g/t. The assumptions detailed in Table 4.7 are solely for the purposes of deriving the cut-
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Table 4.7

Daisy Complex cut-off grade calculations (Source: Silver Lake)

Revenue profile assumptions

Unit
A$/oz
oz
%
oz

Gold Price1
Mined Ounces
Mill Recovery
Recovered Ounces

Cost Profile
Fixed Mining Costs
Variable Mining Costs
Royalties
Surface Haulage Costs
Processing Costs
Commercial/OHS/Admin – Daisy
Corporate Costs
Daisy Mining Cost
Daisy Cost per mined ounce

SOCO
(A$)
26,622,882
16,239,849
3,543,487
1,792,134
7,721,948
1,955,577
1,846,482

Value
1,550
60,431
97%
58,618

SECO
(A$)

BEG
(A$)

27,625,170
19,712,937
3,543,487
1,792,134
7,721,948
1,955,577
1,846,482

$56,250,734
$931
$73,640,858
$1,256

Total Cost
Total Cost per recovered ounce
4.2
Cut-off grade (g/t)
Metal price used in cut-off grade calculation only
SOCO: Stope only cut-off grade, SECO: stope cut-off grade, BEG: Break even grade

32,766,627
23,484,107
3,543,487
1,792,134
7,721,948
1,955,577
5,920,466

4.6

5.5

1

ROCK MASS CHARACTERISTICS – MAXWELLS AND COCK-EYED BOB
Geotechnical studies have been conducted by Green Geotechnical Pty Ltd for underground mining.
The open pit geotechnical reports by Peter O’Bryan and Associates were used as the basis for the
geotechnical conditions.
The ground conditions at Maxwells and Cock-eyed Bob are similar and are expected to range from
poor to good. The rock mass at Maxwells comprises a sedimentary sequence of interbedded
greywackes, BIF, shales and siltstones. All underground development will be in fresh rock.
Rock strength testwork has been conducted at Cock-eyed Bob and shows the rock strength will be
similar to Maxwells. The rock mass strength of the BIF and greywacke units is very strong. The BIF
rock strength (130 Mpa) is relatively lower than the Greywacke host rock (193 Mpa).
Structural mapping of the open pit was conducted using photogrammetric mapping of the walls. The
mapping was conducted during the recent open pit operations. The dominant defects are sub-vertical,
dipping steeply to the west or east and are sub parallel to the local stratigraphic sequence. These
defects are pervasive and have a typical spacing of 5 m to 10 m. Other prominent features are late
stage sub-vertical to very steep dipping features, sub-perpendicular to the strike of the BIF units.
These defects tend to occur in ‘swarms’. Table 4.8 and Table 4.9 summarise the geotechnical
parameters.
The geotechnical assessment for Maxwells and Cock-eyed Bob Underground used typical rock mass
classification (Q parameters) and Modified Stability Graph Methods.
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Table 4.8

Maxwell and Cock-eyed Bob Major defects identified used for stability analysis
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Defect set

Table 4.9

Mean orientation

Set 1

81° → 227

Set 2

87° → 278

Set 5

40° → 266

Set 6

78° → 332

Set 7

58° → 094

Maxwell summary of stope hydraulic radius

Q’ max

Q’
expected

Factor
A

Factor
B

Rock type

Q’ min

Greywacke

5.1

22.2

11.5

1

0.3

BIF

5.1

16.7

7.6

1

0.3

Factor
C

N’ min

N’ max

N’
expected

HR
expected

6

9.2

40

20.7

10.4

6

9.2

28.8

13.7

9

The stable stopes spans based on hydraulic radius are:
•
•

Maxwells, HR= 9 m (40 mH by 43 mL)
Cock-eyed Bob, HR =7.4 m (48 mH by 28 mL)

Two pillar layouts for the hydraulic radius are shown in Table 4.10.
Table 4.10

Maxwell and Cock-eyed Bob nominal pillar regimes

Up-Dip Span (m)
Island Pillar
Sill and Rib Pillar

Pillar
3m x 3m
Sill – 3m high
Rib – 3m wide

% ore remaining in
pillars

% of stope ore
remaining in pillars

2%

3%

15%

19%

The Ore Reserve assumes the island pillar option will be used. For planning purposes, 10% of ore is
assumed to remain in pillars. Based on Optiro’s professional judgement and comparable operations
with similar mining methods this is considered reasonable.
ROCK MASS CHARACTERISTICS – DAISY COMPLEX
Daisy complex geotechnical studies have been conducted by MineGeoTech Pty Ltd and Silver Lake
site-based geotechnical staff. The Daisy complex is situated on the Bulong Anticline which contains
mineralised granitic intrusives in a sequence of felsic to intermediate lavas and sedimentary rocks,
which are overlain by a mafic-ultramafic succession. Later porphyry dykes and sills intrude the
sequence.
Two main faults have been identified in the Daisy-Milano Gold Mine; the South Fault and the North
Fault:
•

•

The South Fault strikes northwest (230°) and has a moderate southwesterly dip (55°). The
South Fault offsets gold mineralisation and porphyry units with an apparent sinistral sense
of movement. The offset is approximately 10 to 30 metres. The South Fault is a 10 cm to
1.5 m wide fault and fill varies from clayey gouge to quartz or carbonate supported
breccias.
The North Fault also strikes northwest (~210°) and dips moderately to the southwest
(50°). The North Fault is also inferred to have a dominantly strike slip and sinistral sense
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of shear. The apparent displacement across the fault is approximately 10 to 30 m. The
North Fault has only been intersected in limited locations within the Daisy Complex and
comprises approximately 2 m of foliated andesite and volcaniclastics and about 40 cm of
clayey gouge.
A third major fault is evident at Stockpile 14 and extends along the 12 Level into the Main Decline.
This structure is not well constrained but has a similar orientation to the North and South Faults. It is
believed to bound the hanging wall of the Haoma stopes between the 1625 and 1952 levels. These
stopes are unusual in that they dip steeply to the west and an intense foliation is present throughout.
Stopes between these levels have performed poorly with significant dilution occurring.
Laboratory based rock strength testing has been undertaken on representative core samples. The
testing was conducted by the Western Australian School of Mines, Geomechanics Laboratory on
samples from boreholes, results are summarised in Table 4.11.
Table 4.11

Daisy rock property testing (source: Silver Lake)

Rocktype
Andesite pillow lava
Monomictic andesite tuff
Felsic porphyry
Dolerite dyke 20 level

UCS (Mpa) A+C
Mean
134
177
191
273

Std dev
22
32
31

UCS (Mpa) Total
No samples
2
1
3
3

Mean
134
116
153
268

Young’s Modulus
Andesite pillow lava
Monomictic andesite tuff
Felsic porphyry
Dolerite dyke 20 level

Mean

Std dev

58.9
63.6
71.5
102

16.4
6.2
5.2
7

Std dev
22
53
57
25

No samples
2
3
3
5

Poisson’s Ratio
No samples
2
3
5
5

Mean

Std dev

0.25
0.25
0.29
0.32

0.14
0.07
0.03
0.02

No samples
2
3
5
5

At Daisy-Milano, the in-situ rock stresses have been measured at three locations using the HI Cell
method and acoustic method. Figure 4.7 shows a plot of depth versus stress for the three
measurements undertaken at Daisy.
A seismic monitoring system is installed at Daisy to monitor:
•
•
•
•
•
•
•

locate seismic events relative to active mining
identify geological structures (features) which may be seismically active
determine the frequency-magnitude distribution of seismic events as a means of
assessing seismic risk and dynamic ground support requirement
determine the distribution of events following blasting as a means of determining re-entry
time
conduct back-analyses of rock bursts
assist with mines rescue operations following a significant event
assist in the identification of changes required in mine sequencing.

The deepest development is currently being conducted at depths of around 800 m below surface.
Localised face-scale noise is common, with occasional seismic activity felt on multiple levels. Minor
localised rock noise was initially recorded in development headings at depths below 535 m below
surface, generally associated with quartz veins which intersect development headings.
Exclusion zones are employed to control re-entries after firing where there is risk of seismic activity.
The Daisy Ground Control Management Plan details the specifics of the procedures and practices to
manage the geotechnical risks appropriately.
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Figure 4.7

Daisy stress versus depth plots (Source: Silver Lake)

Stope Design
The stope design criteria are based on the original Mine Evaluation and the current mine ground
conditions continue to support the original assumptions. MSO evaluations were run on the
parameters in Table 4.12. Figure 4.8 and Figure 4.9 illustrate the optimised stope shapes for Cockeyed Bob and Maxwells respectively.
Diluted stope shapes above the cut-off grade were created. Stopes were then excluded from the Ore
Reserve by the following criteria:
•
•
•
•
Table 4.12

resource classification – Inferred material excluded
stopes above the 1251 mRL
isolated stopes which could not support access development
stopes which intersected the open pit or part of crown pillar
Maxwell and Cock-eyed Bob Stope Optimisation parameters

MSO optimisation parameters

Units

Cut-off grade

3.5 g/t

Level interval

16 m

Minimum strike length

10 m

Stope width minimum

1m

Near Wall Dilution

0.5 m

Far Wall Dilution

0.5 m
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Figure 4.8

Cock-eyed Bob optimised stopes (blue – Measured and green – Indicated) (source: Silver Lake)

Figure 4.9

Maxwells optimised stopes (source: Silver Lake)

Development Design
The development parameters used at Maxwells and Cock-eyed Bob are in Table 4.13 and Table 4.14
for Daisy.
Table 4.13

Maxwell and Cock-eyed Bob development design parameters (source: Silver Lake)

Development type

Dimensions

Decline

5.0 mW by 5.5 mH

Access/SP

5.0 mW by 5.5 mH

Ore Drives

2.5 mW by 3.0 mH
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Table 4.14

Daisy development design parameters (source: Silver Lake)
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Development type

Dimensions

Decline

5.0 mW x 5.5 mH

Access/SP

5.0 mW x 5.5 mH

Ore Drives

3.0 mW x 3.5 mH

Mining Recovery and Dilution
Pillars are planned to support the stope walls to reduce dilution and stope failures. A 5% factor is also
applied to cater for ore left in walls and ore left on floors of stopes. The 10% ore loss is a standard
modifying factor applied. Table 4.15 summaries the mining recovery factors. The mining and dilution
factors are based on historic performance at Mount Monger and mine reconciliation. Based on
Optiro’s professional judgement, the mining and dilution factors are considered reasonable and inline with comparable narrow vein gold operations.
Table 4.15

Maxwell and Cock-eyed Bob Development design parameters (source: Silver Lake)

Planned pillar
loss
Stoping
Development

Unplanned loss

Recovery factor
applied

10%

5%

85%

-

5%

95%

To account for unplanned dilution, 0.5 m of waste is added to the footwall and hanging wall. Dilution
is included as part of the stope shape during the optimisation process by expanding the stope walls
by 0.5 m on each wall and is considered appropriate.
Daisy mining recovery factors employed varied dependent on the mining method employed:
•
•
•

development: 100%,
longhole stoping: 85%
airleg mining: 70%.

Daisy mining dilution factors employed varied dependent on the mining method employed:
•
•
•

development:16%
longhole stoping: 20%
airleg mining: 15%.

Ore Reserve
The Ore Reserves for Daisy, Maxwells and Cock-eyed Bob are summarised in Table 4.16.
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Table 4.16

Silver Lake underground Ore Reserves as at 30 June 2018 (source: Silver Lake)

Location

Reserve
category

Tonnes (t)

Gold (g/t)

Proved

130,300

5.8

24,400

Probable

388,900

6.0

75,400

Total

519,200

6.0

99,800

Proved

138,700

6.6

29.600

Probable

264,300

5.8

49,400

Total

403,000

6.1

79,000

Proved

144,000

7.7

36,000

Probable

250,000

6.8

55,000

Total

394,000

7.2

91,000

For personal use only

Mawells

Cock-eyed Bob

Daisy

Contained gold
(oz)

Optiro has reviewed the cut-off grade calculation, development and stope design, geotechnical
parameters and recovery and dilution assumptions. Based on Optiro’s professional judgement, no
fatal flaws with the Silver Lake Ore Reserve process were identified. Optiro considers that the Silver
Lake Ore Reserve has been appropriately estimated and that good practice has been followed.
Modifying factors are appropriately applied and based on actual data or a suitable level of information.
RESERVE ESTIMATION METHODOLOGY – OPEN PIT
Resource to Reserve conversion
Block models for the purposes of open pit optimisation were generated using the Mineral Resource
block models for the three mining areas.
Appropriate mining dilution and ore loss for the open pits was determined using Datamine’s Mineable
Shape Optimizer (MSO). Mineable shapes were determined using appropriate cut-off grades, SMU
sizes and dilution geometries. This approach was consistent across all three deposits and is considered
appropriate for the style of mineralisation. The resultant average dilution for each deposit was:
•
•
•

25% for Harrys Hill
30% for French Kiss
11% for Karonie South.

The minable shapes above the cut-off grade were then included in the geology block model and all
material within these shapes were flagged as ore regardless of grade to produce the mining model for
the optimisation process.
The mining recovery of the ore zones was estimated at 95% by Silver Lake. The geometrical MSO
based approach to mining factors used by Silver Lake predominantly generates ore dilution. Hence,
the mining losses are more associated with operational issues (e.g. erroneous ore mark-out, truck misdirection etc.). Optiro consider an operational ore loss of 5% to be in line with normal operating
tolerances.
Geotechnical and hydrogeological assumptions
Pit wall design criteria for both the open pit optimisation and subsequent pit designs were based on
the recommendations in from independent geotechnical consultant Peter O’Bryan and Associates,
being detailed in:
•
•

Feasibility Level Geotechnical Assessment – French Kiss Deposit – Open Pit Mining Sep 2017
Memo – Harry’s Hill Deposit Wall Design Parameters Sep 2017
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•

Geotechnical Assessment – Karonie South Cutback – Open Pit Mining March 2018

The French Kiss and Karonie South studies indicated that in-pit dewatering would be sufficient to
maintain an acceptable base case hydrostatic level and additional wall depressurisation would not be
required. For Harry’s Hill, in-wall horizontal depressurisation holes were recommended. This is
considered reasonable given that, while Harry’s Hill is not deeper than Karonie South, it does not have
the adjacent workings that provide some depressurisation and therefore horizontal holes are
advisable. While an allowance for this item was not specifically identified in the Silver Lake model, an
approximation of this cost by Optiro indicated it was insignificant (< A$50k) and therefore not material
to the valuation.
Pit Optimisation
The economic viability of Aldiss open pits was analysed using Datamine NPV Scheduler (NPV-S) pit
optimisation software which utilised relevant and appropriate design, process, cost and revenue input
parameters. The 2018 pit optimisation of these deposits was carried out internally by Silver Lake
personnel, who also developed pit designs and mining schedules for inclusion in the 2018 Life of Mine
Plan. These optimisations utilised mining models based upon the Harry’s Hill and French Kiss resource
models as detailed above.
The sources of the costs used for the open pit optimisation are a combination of:
•
•
•

Recent costs from contractor Watpac Ltd plus an escalation factor of 5%. The rates for the
Imperial pit were selected as being reflective of the size of the Aldiss pits but are from 2016.
The escalation is intended to bring the costs in line with 2018 rates.
Existing site administration and processing costs valid as at June 2018.
Existing process plant performance valid as at June 2018.

The optimisation input parameters are summarised in Table 4.17. The assumptions detailed in Table
4.17 are historical and were used solely for the open pit optimisation component of the Ore Reserve
estimation process. They are not necessarily the same assumptions as those used in the financial
valuation.
There are minor secondary silver credits associated with the mineralisation at all three deposits.
Typically, these credit off-set the majority of the costs associated with gold refining and bullion
transport but silver has not been estimated in any of the models used. Silver Lake has removed the
refining and bullion transport costs from the optimisation to compensate for the absence of the silver
credits which is considered reasonable.
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Table 4.17

Aldiss Project open pit optimisation parameters (source: Silver Lake)

Item

Units

Harry’s Hill

Value
French Kiss

Karonie South

Comment / Source

For personal use only

Overall slope angle
As per Peter O’Bryan and Associates recommendations
Production Factors
Dilution

%

25

11

Applied in block model

Recovery
Max processing
limit
Mining Costs

%

95

95

95

Silver Lake estimate

ktpa

720

720

Not specified

Silver Lake estimate

Base on first
principal model.
Average $3.32/t

Silver Lake estimate

Variable by material/depth

Based on Watpac Ltd Imperial pit
contract. Average $3.17/t for Harry’s
Hill and $3.91/t for French Kiss

Ore Costs
Processing

$/t ore

27.00

27.00

G&A

$/t ore

6.57

6.57

Ore Transport

$/t ore

13.07

14.43

8.1

Total

$/t ore

46.64

48.00

43.10
94

Silver Lake estimate

35.00

Silver Lake existing costs
Silver Lake existing costs
Back-calculated assumption by
Optiro for HH and FK
Silver Lake existing costs

Processing Recovery
Oxide

%

93.5

80

Transition

%

94.7

80

94

Silver Lake estimate
Silver Lake estimate

Fresh

%

83.9

80

84

A$/oz

1700

1600

1700

Silver Lake estimate

%

2.5

2.5

2.5

Silver Lake estimate

Revenue
Base Gold Price
WA State
Royalty

Optimisation Results and Pit Designs
The Ore Reserve reports indicated optimal shells were selected as the basis for subsequent pit design
work at a revenue factor of 1.0 for all deposits. The overall optimisation results and shells selected
are shown graphically in Figure 4.10 to Figure 4.12 for Harry’s Hill, French Kiss and Karonie South
respectively. The results for the specific shells selected are presented in detail in Table 4.18.
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Figure 4.10

Optimisation Results for Harry’s Hill Pit (data source: Silver Lake)

Figure 4.11

Optimisation Results for French Kiss (data source: Silver Lake)
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Figure 4.12

Optimisation Results for Karonie South (source: Silver Lake)

Table 4.18

Mount Monger Operation open pit design economic assessment (source: Silver Lake)

Waste

Total

Strip Ratio

A$/oz.

Mt

Au g/t

Cont. koz.

Rec. koz.

Mt

Mt

(waste:ore)

Cost per
Rec. oz.

Harry’s
Hill

1700

1.396

2.22

99.7

84.3

11.313

12.709

8.1

$1,250

French
Kiss

1600

0.176

3.77

21.3

16.0

2.013

2.189

11.4

$1,064

Karonie
South

1700

1.784

2.07

118.7

100.5

12.332

14.116

6.3

$1,231

Pit

Price

Ore

Gold

The pit designs for Harry’s Hill and French Kiss are shown in Figure 4.13. Karonie South pit design is
shown in Figure 4.14.
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Figure 4.13

Harry’s Hill Pit and French Kiss Pit Designs (source: Silver Lake)

Figure 4.14

Karonie South Pit Design (source: Silver Lake)

Table 4.19 details the Ore Reserves related to the pits designs and compares them to the original
optimisation shell on which they were based. It also provides an indicative cashflow for the shells and
designs based on the optimisation parameters.
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Table 4.19

Aldiss Pit Design comparison to optimisation result (source: Silver Lake)
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Source

Optimisation

Design

% Variation
from shell

Pit

Ore
Mt

Au g/t

Cont. Au

Waste

Total

koz

Mt

Mt

Strip
ratio

Harry’s Hill

1.396

2.22

99.7

11.313

12.709

8.1

French Kiss

0.176

3.77

21.3

2.013

2.189

11.4

Karonie South

1.784

2.07

118.7

12.332

14.116

6.9

TOTAL

3.356

2.22

239.8

25.658

29.014

7.6

Harry’s Hill

1.305

2.23

93.364

12.137

13.442

9.3

French Kiss

0.177

3.62

20.641

2.5488

2.726

14.4

Karonie South

1.382

1.96

87.227

11.175

12.557

8.1

TOTAL

2.864

2.19

201.2

25.860

28.724

9.0

Harry’s Hill

-7%

0%

-6%

7%

6%

15%

French Kiss

1%

-4%

-3%

27%

25%

26%

Karonie South

-23%

-5%

-27%

-9%

-11%

17%

TOTAL

-15%

-2%

-16%

1%

-1%

18%

With respect to the open pit operations, Optiro notes the following:
•
•
•

Harry’s Hill has an acceptable amount of ore loss and additional waste (i.e. <10%) for no grade
change.
French Kiss has effectively the same ore for >25% more waste, showing the pit design has
been aggressive in chasing ore.
Karonie South shows the worst result with effectively 25% less ore for 25% more waste. This
is a reflection of the pit needing to be designed around the existing workings, with access and
minimum mining widths dictating the pit layout. The result is not unexpected but a more
achievable optimisation result may have been generated utilising a more conservative
optimisation approach (e.g. a minimum mining width constraint if available).

These points are not considered material to the LOM open pit operations but open pit improvements
may be achieved through further pit design work.
REPORTED RESERVES
As at 30 June 2018, the total Proved and Probable gold Ore Reserves are 5.26 Mt at 3.1g/t gold
containing 0.53 Moz gold (refer to Table 4.20). The LOM plan Optiro assessed for the purposes of the
valuation is from 1 November 2018 to the end of mine life. The component of the Ore Reserves that
were scheduled for mining between 1 July 2018 and 31 October 2018 has been assumed to be mined
as scheduled. No adjustments to Silver Lake’s Ore Reserve Statement (as at 30 June 2018) have been
made.
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Table 4.20

Ore Reserves for the Mount Monger Operation as at 30 June 2018 (source: Silver Lake)

Proved Ore Reserves
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June 2018
Daisy Mining Centre
Daisy Complex
Mirror/Magic
Sub Total
Imperial/Majestic
Mining Centre
Imperial
Majestic
Sub Total
Mount Belches Mining
Centre
Cock-eyed Bob
Maxwells
Sub Total
Aldiss Mining Centre
French Kiss
Karonie
Harrys Hill
Sub Total
Stockpile Total
Total Mount Monger

4.2.8.

Probable Ore Reserves

Tonnes
(kt)

Grade
(g/t Au)

Ounces
(koz)

Tonnes
(kt)

Grade
(g/t Au)

144
144

7.7
7.7

36
36

250
250

6.8
6.8

-

-

-

169
169

139
130
269

6.6
5.8
6.2

30
24
54

907
1,319

1.2
2.9

35
124

Ounces
(koz)

Total Ore Reserves
Tonnes
(kt)

Grade
(g/t Au)

Ounces
(koz)

55
55

394
394

7.2
7.2

91
91

3.8
3.8

21
21

169
169

3.8
3.8

21
21

264
389
653

5.8
6.0
5.9

49
75
125

403
519
922

6.1
6.0
6.0

79
100
179

177
1,382
1,305
2,864
3,937

3.6
2.0
2.2
2.2
3.2

21
87
93
201
402

177
1,382
1,305
2,864
907
5,256

3.6
2.0
2.2
2.2
1.2
3.1

21
87
93
201
35
526

MINING

MINING SUMMARY
Mining activities at the Mount Monger Operations are based upon a combination of underground and
open pit mining ore trucked to the Randalls gold processing facility.
Underground
The underground mines at Daisy, Cock-eyed Bob and Maxwells comprise 45% of the total Mount
Monger Operation mill feed over the life of the mine. All of the underground feed is fresh material.
Narrow vein underground mining methods utilises using conventional drilling, blasting, loading and
haulage by mining contractors. Good grade control procedures are required to minimise dilution and
ore loss the narrow mineralisation. The minimum design stoping width varies from 1 to 2.5 m
depending on the stoping method using longhole or airleg mining.
The blasted ore is delivered from the underground directly to a mine ore pad where ore is stockpiled
for subsequent haulage by road trains to the Randalls ROM pad, for subsequent feeding into the
process plant. Waste material is hauled to stopes designated for back filling along with the designated
waste dumps located in the pit and on surface when there are no stopes available for backfilling.
All underground mining is performed by a contractor (GBF) at the direction and supervision of Silver
Lake staff. GBF are the primary underground contractor and utilise a typical mechanised mining fleet
to extract ore via development mining and top-down long hole stoping.
Appropriate facilities and infrastructure are located at each of the mining centres to support current
and future mining activities.
Open Pit
The open pits comprise approximately 55% of the total Mount Monger Operation mill feed in the
current Life of Mine Plan and are mined over the next two years of the current project (2019 to 2020).
This is based on a monthly material movement varying from 180,000 tonnes to 540,000 tonnes with
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an overall strip ratio of 8.1. While ore typically presents from surface in small amounts for the new
pits (French Kiss and Karonie South), both maintain high strip ratios (+ c. 20) for more than half of their
mine life.
Open pit mining operations are carried out on a 24-hour, 7-day week basis by a Silver Lake operating
team using conventional open pit mining methods for drilling, blasting, loading and haulage.
Load and haul activities are carried out by diesel excavators and standard dump truck haulage. Harry’s
Hill utilises a 190 tonne excavator with 90 tonne payload rigid body dump truck fleet. French Kiss
utilise a 120 tonne excavator matched to 90 tonne payload rigid body dump trucks. Equipment
productivities have been validated against actual rates experienced at the Imperial / Majestic
operation. Karonie South utilises a 190 tonne excavator with a similar size truck fleet. Karonie then
reverts to a smaller 120 tonne excavator for tighter working areas and lower productivity
requirements near the end of the mine life.
Drill and blast for Harry’s Hill and French Kiss is undertaken on the basis of the ‘Blast Hole Drilling
Agreement’ between Silver Lake and Rock on Ground Pty Ltd (ROG). ROG mobilise using 4 diesel
powered top-hammer drill rigs with a suitable diameter and depth range. Variable penetration rates
by hole diameter and material type have been applied, as has a powder factor varying by material
type. This results in a variable drill and blast cost by material type. A similar unit is assumed to be
utilised for Karonie South at a similar variable drilling cost. The drill and blast rates for Karonie appears
to be higher than for Harry’s Hill but the overall mining costs are in line (discussed in Section 4.2.11).
In advance of mining, RC drilling is used for grade control and the approach has been described in
detail for Harry’s Hill and French Kiss, including scheduling. It is assumed a similar approach will be
used for Karonie South.
The blasted ore is delivered from the open pit directly to an ex-pit mine ore pad, where ore will be
stockpiled for subsequent haulage by road trains to the Randalls plant.
For Harry’s Hill (Figure 4.15), an office, workshop and go bay are situated outside the 500 m blast
exclusion zone to the north of the pit. The waste dump is located to the east of the pit, while the mine
ore pad and the mineralised waste stockpiles have been placed to the East and South of the pit to
reduce the interaction between road trains and mine vehicles. The explosive magazine that will be
shared with French Kiss has been positioned to the south of the pit.
The French Kiss (Figure 4.16) waste dump and mineralised waste stockpile have been located to the
East of the pit so that they are outside of the exclusion zone of the three heritage sites in the area. A
small office /go bay and the MOP have been placed to the north of the pit alongside the access road
to the RGPF.
All of the planned waste dumps are in reasonable proximity to the open pits and therefore truck cycle
times are not prohibitive for the waste material, which constitutes the majority of the material mined.
The Karonie waste dump designs are discussed in the Karonie report but no layout plan was provided.
Optiro considers that the proposed mining fleet is suited to the mining methods and has the capacity
to satisfy the production schedule.
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Harry’s Hill site infrastructure layout (source: Silver Lake)
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Figure 4.15
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Figure 4.16

French Kiss site infrastructure layout (source: Silver Lake)

LIFE OF MINE SCHEDULE
Underground
A LOM schedule was supplied by Silver Lake for Optiro to review. The LOM schedule was based on
the detailed FY2019 budget and remaining Ore Reserve schedule with Inferred material included from
FY2020 until the end of FY2022. The supplied schedule was prepared in Enhanced Production
Scheduler based on the designs generated by the Ore Reserves process discussed above.
It is common practice for narrow vein gold mining operations to have a component of inferred material
being mined in any given period. This is primarily a function of the lead time from resource definition
drilling to development and stoping being short. Other contributing factors are:
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•
•

The extraction sequence requiring mining of the orebody periphery then retreating to the
better-defined central areas of the ore on any given level.
The ore development playing a major role in the grade control and definition of the ore limits.
Ore development in the current schedule is mining material that is to be converted by grade
control programs (that occur in the future), thereby reclassifying in advance of actual mining.
The costs of these resource definition and grade control programs are included in the cashflow
model.

Where present, the inferred material included in the LOM has had the stoping tonnes reduced by a
factor of 25% to account for the increased uncertainty associated with mineralisation of this category.
Optiro would typically expect Inferred Mineral Resources to be within 25% to 50% accuracy. Based
on the performance of the reconciliation data reviewed by Optiro, history of mining and a good track
record of conversion of Inferred material and the level of data informing the Inferred Resources,
Optiro consider that a 25% risk discount is appropriate.
The underground LOM ore schedule by Resource category is shown in Figure 4.17. The Inferred
component of the inventory represents 23% for all the underground ore sources at the Mount Monger
Operations.
Figure 4.17

Silver Lake underground LOM schedule by resource category

The supplied schedules for Daisy, Maxwells and Cock-eyed Bob were adjusted by applying the risk
discount factors to the inferred material where discount factors had not already been applied by Silver
Lake. The key LOM underground physicals are presented in Table 4.21 to Table 4.23.
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Table 4.21

Daisy Complex underground LOM schedule summary
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Item
Lateral development
Total Capital Development (m)
Total Operating Development (m)
Vertical development
Total Vertical Development (m)
Ore movement
Ore development
Development ore tonnes
Development ore grade
Development ore ounces
Ore stoping
Stope tonnes
Stope grade
Stope ounces
Total ore
Total ore (t)
Total grade Au (g/t)
Total ore Au (ounces)
Waste tonnes
Total Waste Movement (t)
1 1 November 2018 to 30 June 2019
Table 4.22

FY191

FY20

FY21

FY22

Total

661
2,204

1,901
3,023

303
605

0
0

2,865
5,832

912

1,254

1,033

367

3,566

54,975
5.4
9,540

52,795
4.9
8,300

9,037
2.5
739.53423

0
0.0
0

116,807
4.9
18,579

124,181
7.9
31,425

166,357
6.5
34,946

155,858
6.2
31,244

80,526
9.1
23,492

526,923
7.1
121,108

179,156
7.1
40,965

219,152
6.1
43,246

164,895
6.0
31,984

80,526
9.1
23,492

643,729
6.7
139,687

78,555

230,650

40,148

0

349,354

Maxwells underground LOM schedule summary

Item
Lateral development
Total Capital Development (m)
Total Operating Development (m)
Vertical development
Total Vertical Development (m)
Ore movement
Ore development
Development ore tonnes
Development ore grade
Development ore ounces
Ore stoping
Stope tonnes
Stope grade
Stope ounces
Total ore
Total ore (t)
Total grade Au (g/t)
Total ore Au (ounces)
Waste tonnes
Total Waste Movement (t)
1 1 November 2018 to 30 June 2019

FY191

FY20

FY21

FY22

Total

454
2,655

816
4,507

600
3,491

0
606

1,870
11,259

51

155

82

0

289

46,686
4.2
6,295

76,163
4.0
9,897

66,131
4.1
8,756

12,735
3.7
1,519

201,715
4.1
26,467

78,739
5.2
13,214

113,837
5.1
18,814

99,648
4.9
15,601

153,044
4.6
22,839

445,268
4.9
70,468

125,425
4.8
19,509

190,000
4.7
28,711

165,779
4.6
24,358

165,779
4.6
24,358

646,983
4.7
96,935

77,211

168,426

22,861

2,422

270,920
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Table 4.23

Cock-eyed Bob underground LOM schedule summary
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Item
Lateral development
Total Capital Development (m)
Total Operating Development (m)
Vertical development
Total Vertical Development (m)
Ore movement
Ore development
Development ore tonnes
Development ore grade
Development ore ounces
Ore stoping
Stope tonnes
Stope grade
Stope ounces
Total ore
Total ore (t)
Total grade Au (g/t)
Total ore Au (ounces)
Waste tonnes
Total Waste Movement (t)
1 1 November 2018 to 30 June 2019

FY191

FY20

FY21

FY22

Total

386
1,697

720
4,069

480
1,736

0
600

1,586
8,102

100

277

264

132

773

38,704
4.8
6,107

64,073
4.7
9,599

50,514
4.8
7,712

17,607
4.8
2,717

170,898
4.7
26,135

72,112
5.1
12,095

96,726
4.9
15,217

110,286
4.9
17,103

143,193
4.8
22,098

422,317
4.9
66,514

110,816
5.1
18,202

160,800
4.8
24,815

160,800
4.8
24,815

160,800
4.8
24,815

593,216
4.9
92,647

47,380

50,400

33,600

0

131,380

Open Pit
Silver Lake developed schedules for all the open pits using Datamine Enhanced Production Scheduler
(EPS). This is a scheduling tool that utilises digger production rates to ensure a practical schedule is
generated. In addition, drilling hours are also generated to ensure the drill and blast requirements to
meet production are met. The graphical representations of the schedules for Harry’s Hill and French
Kiss were reviewed and Optiro consider’s productivity levels and bench turnover rates to be
acceptable. Production reaches a maximum of 350 kBCM per month in the upper benches which will
be predominantly oxide/transition material and then steadily reduced with pit depth, reflecting harder
material and tighter working areas.
For Karonie South a bench reserve was provided, along with overall material movement by month.
From this, Optiro back-calculated a top down schedule by month which replicated the ore
presentation (tonnes and grade) of the life of mine plan provided. This indicated reasonable material
movement and bench turnover for the open pit with the exception of the final two months where
bench turnover exceeded 5 per month. Optiro adjusted this, extending the pit life by a further two
months and re-reported this schedule for inclusion in BDO’s model.
Harry’s Hill open pit has already commenced at Aldiss and is scheduled for completion in August 2019.
Karonie South dovetails with Harry’s Hill and commences July 2019, finishing in January 2021. French
Kiss commences July 2020 and finishes in January 2021 to supplement Karonie South feed as it gets
into the deeper areas of the pit.
Summary
Table 4.24 provides a summary of the LOM ore schedule for the Mount Monger Project for both the
underground and open pit sources. The following adjustments to the LOM schedule provided have
been made by Optiro:
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•

•

Karonie South open pit schedule has been extended by two months to reduce the bench
turnover generated at the base of the pit.
There was a component of the Daisy Complex LOM assumed to be derived from the remnant
resources, based on the historical performance of the annual resource conversion. Optiro
could not find reasonable grounds to include this material in the LOM as there were no
supporting designs or schedules and as such has included this resource in the valuation of
Silver Lake’s mineral assets in section 7.2. Optiro notes however that Silver Lake has a good
track record of converting and identifying Mineral Resources at Mount Monger.
Where appropriate, Optiro has adjusted the life of mine schedule to exclude excessive
Inferred classified material by applying risk discount factors to stope ore tonnes within the life
of mine schedule from the cashflow model. This excluded Inferred material has been valued
separately.

Table 4.24

LOM schedule ore summary for the Mount Monger Operation as at 30 June 2018

FY19
Daisy

Cock-eyed Bob

Maxwells

Harry’s Hill

French Kiss

Karonie South

Total

FY20

FY21

FY22

Total

kt

179

219

165

81

g/t

7.1

6.1

6.0

9.1

6.7

koz

41

43

32

23

140

kt

111

161

161

161

593

g/t

5.1

4.8

4.8

4.8

4.8

koz

18

25

25

25

93

kt

125

190

166

166

647

g/t

4.8

4.7

4.6

4.6

4.7

koz

20

29

24

24

97

1,077

165

1,242

g/t

2.2

2.9

2.2

koz

75

15

90

kt

644

kt

177

177

g/t

3.7

3.7

koz

21

21

kt

477

905

1,382

g/t

1.3

2.3

2.0

koz

20

67

87

1492

1212

1572

407

4682

g/t

3.2

3.4

3.3

5.6

3.5

koz

153

132

169

73

527

kt

INPUTS TO THE BDO CASHFLOW MODEL
Optiro has reviewed the Mount Monger Operation LOM schedule and considers that the adjusted
technical assumptions are reasonable and appropriate to form the basis of the cashflow model, the
details of which are discussed in the relevant sections of the report.
Optiro’s LOM schedule considers a starting date of 1 July 2018, with actuals for the period 1 July to 30
September 2018.
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4.2.9.

PROCESSING
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SUMMARY
All ore from the Mount Monger Project is processed through the 1.2 Mtpa Randalls Mill that is located
15 km from the Daisy Complex (the largest mine by contained gold at the Mount Monger Operation).
The Mount Monger Operation will continue operating until end of FY2023, based on the current
mining schedule.
Optiro undertook a review of the processing aspects of the Mount Monger Financial Model at a
desktop level, predominantly using plant historical operating data along with discussions with Silver
Lake technical personnel. The intent of the review was to assess and comment on the suitability of
the processing inputs into the financial model.
Optiro considers operating data to be the best source of information when forecasting future plant
metallurgical performance and costs when processing similar ores; hence, this review has focused on
using actual operating data for prediction.
Optiro has reviewed the processing technical inputs into Silver Lake Resources Mount Monger
Operation financial model (0. SLR Group Model Budget FY19 LIVE Model 2 Nov 2018.xlsx).
Optiro considers that all processing technical inputs into the model are reasonable, other than
predicted process plant operating costs, which Optiro considers to be low from FY2020 onwards. Plant
operating costs for FY2019 (to 31 October 2018) are $29.10/t. From FY2020, onwards these costs are
forecast to drop to $24/t for the remaining years of operation. The primary justification for the
reduction in operating cost is the lower power unit costs.
Optiro notes that Silver Lake has negotiated lower unit power costs with its power supplier (subject
to commercial-in-confidence terms). The cost saving for this lower power cost has been calculated to
be $1.42/t for total processing of 1.2 Mtpa. This power operating cost saving has been incorporated
into six months of FY2019 processing to generate the predicted FY2019 operating cost of $29.10/t,
the power cost saving has also been incorporated into the remaining years of operation.
Optiro’s experience with comparable operations is that the historical operating costs (after
incorporating the power cost saving) is the best predictor for future performance of the Randalls Mill.
The weighted average operating cost for FY2016, FY2017, FY2018 and FY2019 (to 31 October 2018)
operating cost including power cost saving calculates to be an operating cost of $26.30/t (excluding
ore haulage and excluding ROM rehandling). Optiro recommends using this operating cost for FY2020
onwards.
MOUNT MONGER PROCESS PLANT FEED
The Mount Monger process plant treats a mix of underground and open pit ores from mines. A
summary of these mine feeds which are included in the Mount Monger LOM operation is given in
Table 4.25.
The distribution of ore types to be processed at Mount Monger plant is shown in Table 4.26. 72% of
the ore feed tonnes is fresh mineralisation, which accounts for 86% of the feed gold. The highest
grade mine at Mount Monger is the Daisy Complex, which also contains the most gold.
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Table 4.25

Summary of mine ore feed to Mount Monger plant
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Mine

Mine

Mill feed
(kt)

Grade
(g/t)

Contained metal
(koz)

Daisy

UG

644

6.7

139.7

Maxwells

UG

647

4.7

96.9

Cock-eyed Bob

UG

590

4.8

92.0

Harrys Hill

OP

1,242

2.2

89.8.

French Kiss

OP

177

3.7

21.2

Karonie South

OP

1,382

2.0

87.2

4,683

3.5

527.0

Total
Table 4.26

Summary of mine ore types to feed Mount Monger plant

kt
Daisy
Maxwells
Cock-eyed
Harrys Hill
French Kiss
Karonie South
Total

0
0%

Oxide feed
g/t
0
-

koz
0
0%

kt
12
18
1,382
1,412
30.2%

Transition feed
g/t
koz
2.2
0.9
2.1
1.2
2.0
87.2
2.0
89.3
17.0%

Fresh feed
g/t

kt

koz

644
647
590

6.7
4.7
4.8

139.7
96.9
92.0

1,229
159
3,269
69.8%

2.3
3.9
4.2
-

88.9
20.0
437.5
83.0%

The Randalls mill has been processing Mount Monger ore for an extended period and the review has
focused on using actual operating data data along with data from comparable operations to validate
the processing technical inputs. A summary of the historical Mount Monger operating data is shown
in Table 4.27.
Table 4.27

Mount Monger historical processing summary (source: Silver Lake)

Item

Units

FY16

FY17

FY18

FY19 YTD1

Throughput

Mt

1.24

1.30

1.26

0.38

Opex (excludes haulage
and ROM rehandle)

$/t ROM

28.9

27.0

25.3

31.2

Opex (excludes haulage
only)

$/t ROM

28.9

27.5

27.4

33.1

Opex (includes haulage
and ROM rehandle)

$/t ROM

34.1

33.6

33.7

38.7

1

To 31 October 2018

PROCESSING FLOWSHEET
The Mount Monger process plant was relocated from the New Celebration gold mine, with some
modifications, after that plant was decommissioned. The Mount Monger process plant was designed
with a rated capacity of 1.2 Mtpa and incorporated the following main process units:
•
•
•
•

three-stage closed circuit crushing with an average P80 crush size of 6.2 mm (Sep 2018)
primary and secondary ball mill grinding and classification circuit, with an average P80
grind size of 136 µm (Sep 2018)
gravity gold concentration intensive leaching with electrowinning for gravity gold recovery
CIL gold leaching and adsorption circuit with oxygen injection
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•
•
•

gold elution and electrowinning circuit
tailings transfer and storage
reagents and utilities systems.
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PROCESSING INPUTS - FINANCIAL MODEL
Process plant throughput has been increased from 1.2 Mtpa to 1.3 Mtpa. This higher throughput is
reflected in the life of mine financial modelling, with a target of 1.26 Mtpa to be processed in FY2020
to FY2022 (Table 4.28).
Mount Monger processing summary (modified from Silver Lake)1

Table 4.28

Item

FY19

FY20

FY21

FY22

FY23

Feed grade

g/t

4.16

3.97

3.57

2.95

1.71

Tail grade

g/t

0.31

0.26

0.42

0.21

0.17

Throughput

Mt

0.83

1.26

1.26

1.26

0.91

%

0.93

0.93

0.88

0.93

0.90

koz

103.3

150.2

127.5

111.2

44.9

Opex (excludes haulage
and ROM rehandle)

$/t ROM

29.1

24.0

24.0

24.0

24.0

$/oz

282.1

194.5

200.5

228.1

486.3

Opex (includes haulage
and ROM rehandle)

$/t ROM

36.7

30.7

34.0

26.2

24.0

$/oz

355.7

249.1

284.3

249.0

486.3

Recovery
Gold production

1

Units

Processing forecast summary from Silver Lake

Optiro considers that all processing technical inputs into the model are reasonable, other than
predicted process plant operating costs, which Optiro considers to be low from FY2020 onwards. Plant
operating costs for FY2019 (to 31 October 2018) are $29.10/t. From FY2020, onwards these costs are
forecast to drop to $24/t for the remaining years of operation. The primary justification for the
reduction in operating cost is the lower power unit costs.
Optiro notes that Silver Lake has negotiated lower unit power costs with its power supplier (subject
to commercial-in-confidence terms). The cost saving for this lower power cost has been calculated to
be $1.42/t for total processing of 1.2 Mtpa. This power operating cost saving has been incorporated
into six months of FY2019 processing to generate the predicted FY2019 operating cost of $29.10/t,
the power cost saving has also been incorporated into the remaining years of operation.
Optiro’s experience with comparable operations is that the historical operating costs (after
incorporating the power cost saving) is the best predictor for future performance of the Randalls Mill.
The weighted average operating cost for FY2016, FY2017, FY2018 and FY2019 (to 31 October 2018)
operating cost including power cost saving calculates to be an operating cost of $26.30/t (excluding
ore haulage and excluding ROM rehandling). Optiro recommends using this operating cost for FY2020
onwards.
SITE VISIT
The following items were identified or noted during the site visit:
•
•
•

There is a requirement for lead nitrate to be added to the leach to maintain high recovery
for one ore type from the Maxwell mine, which is arsenopyrite hosted.
There is a requirement for high oxygen addition into leach to maintain good recovery,
possibly due to arsenic in some ores.
Plant water onsite is hypersaline (~200 k ppm). However, visually the plant seems to be
in good condition.
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•

The process plant is investigating using water from the Majestic pit to reduce reliance on
borefields, but this will require installation of piping and pumps.

The items identified during the site visit associated with increasing oxygen addition in leach and the
need for lead nitrate addition to leach to maintain recovery, further justify Optiro’s recommendation
to increase the operating costs for the process plant from FY2020 onwards to be in line with the
current plant operating costs.
4.2.10.

CAPITAL COSTS

Underground
In addition to the capital development of $42.1 M across the three underground mines, there is a
further $7.1 M of additional mining capital. Given the extent of existing infrastructure evidenced on
the site visit and the remaining mine life, Optiro considers the capital costs to be appropriate.
Budgeted capital expenditure is in line with actuals (historic expenditure) and based on Optiro’s
professional judgement considered reasonable.
Open Pit
Harry’s Hill has a mining capital of $0.56 M assigned to January 2019. The Harry’s Hill initial mining
capital consists of clearing, road building and the camp construction which is already completed.
French Kiss has a site establishment cost of $1.7 M which allows for construction of the overland ore
haulage road and site facilities.
Karonie South does not appear to have any up-front capital, but the intention is that it will utilise the
Harry’s Hill facilities and haul road.
Based on Optiro’s professional judgement and comparison with comparable projects, Optiro considers
that the mining and processing capital costs provisions over the LOM schedule are reasonable and
achievable.
Processing and infrastructure
Capital expenditure provided in the LOM reflect sustaining capital and closure costs. Sustaining
(processing) capital has been allocated at A$5.0 M, plant and equipment at $10.9 M and closure costs
at $17.6 M based on internal review.
The majority of mine closure costs relate to process plant closure ($15.96 M) and are allocated in June
2023. Optiro considers that there is good potential to convert and define additional Mineral Resources
to extend the current life of mine and further defer mine closure costs.
Closure costs have been reviewed by Optiro and based on Optiro’s professional judgement and
comparison with comparable projects are considered reasonable. There is no further mine or plant
expansion planned and accordingly no additional capital cost attributed to this.
4.2.11.

OPERATING COSTS

Underground
Optiro has applied the projected contract mining rates and Silver Lake costs to the physical schedule
to derive the mining capital and operating costs in the financial model, as summarised in Table 4.29.
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Table 4.29

Silver Lake Underground LOM Cost Summary

Daisy Complex

Cock-eyed Bob

Maxwells

Item

Unit

FY19

FY20

FY21

FY22

Total Mining Cost

A$M

43

62

38

21

Operating Cost

A$/t

206

235

223

238

UG Mining Capital

A$/t

34

49

8

17

Total Mining Cost

A$M

13

19

19

18

Operating Cost

A$/t

101

100

100

100

UG Mining Capital

A$/t

20

20

20

10

Total Mining Cost

A$M

19

29

25

25

Total Mining Cost

A$/t

117

124

124

124

Operating Cost

A$/t

32

29

29

29

Open Pit
Harry’s Hill and French Kiss operating costs are based on a detailed cost model utilising recent contract
mining rates (Majestic) and a current drill and blast contract (ROG, 2018). Karonie South costs were
generated using a first principal model based on Harry’s Hill costs on a bench by bench basis. Optiro
has back calculated the Karonie costs from an export of the scheduling model and then compared
them to the more comprehensive Harry’s Hill costs. The Harry’s Hill costs from July 2018 (actual and
forecast) were determined as these were considered a reasonable comparison to Karonie South as at
this point, the pits are of a similar size (4.2 MBCM for Harry’s Hill vs 4.6 MBCM for Karonie). The
Karonie South costs are in-line with the comparable Harry’s Hill costs ($8.50/BCM for Harry’s Hill vs.
$8.87/BCM for Karonie) and Optiro consider this a reasonable validation of the Karonie South costs.
The mine operating cost for the Aldiss open pits are summarised in Table 4.30 from 1 November 2018,
in line with the valuation model. Allowances have also been made for overland haulage of the ore to
the Randall plant and site rehabilitation and closure.
Table 4.30

Open Pit Mining Cost – Aldiss Mining Centre (source: Silver Lake)

Harry’s Hill
Cost Centre

Mining Contractor
SLR

$/BCM
total
$0.52

French Kiss

$1.19

$1.5

$/BCM
total
$1.15

$6.43

$1.1

Drilling
Blasting

$1.76
$1.14

$3.81
$2.47

$5.0
$3.3

$1.62
$1.21

$9.06
$6.76

$1.6
$1.2

Presplit
L&H Ore
L&H Waste

$0.07
$0.29
$3.32

$0.15
$0.62
$7.18

$0.2
$0.8
$9.5

$0.09
$0.18
$5.79

$0.53
$1.00
$32.37

$0.1
$0.2
$5.7

Rise and Fall
Sub-Total

$0.09
$7.19

$0.20
$15.55

$0.3
$20.5

$0.07
$10.12

$0.38
$56.53

$0.1
$10.0

Diesel supply
Grade Control
Geology

$1.18
$0.39
$0.34

$2.56
$0.84
$0.73

$3.4
$1.1
$1.0

$0.98
$0.51
$0.76

$5.48
$2.85
$4.23

$1.0
$0.5
$0.8

Mining
Sub-Total
TOTAL

$0.57
$2.47
$9.66

$1.22
$5.35
$20.90

$1.6
$7.1
$27.5

$1.27
$3.52
$13.63

$7.10
$19.65
$76.19

$1.3
$3.5
$13.5

$14.23

$2.5

$2.11
$1.26

$0.4
$0.2

Monthly Fees

$/t ore

Overland
$7.92
Haulage
Clearing
Rehabilitation
$0.18
$0.56
* Totals may not sum due to rounding
Other
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Mine

$M

$10.4

$0.7

$0.38
$0.23

$/t ore

$M

Karonie South
$/BCM
$/t ore
$M
total
$1.11
$3.71
$5.1
$3.19

$10.69

$14.8

$0.42

$1.40

$1.9

$2.90

$9.70

$13.4

$7.62

$25.51

$35.2

$1.40

$4.69

$6.5

$1.40
$9.02

$4.69
$30.19

$6.5
$41.7

$8.72

$12.0

$0.12
$0.44

$0.2
$0.6

$0.04
$0.13

P a g e | 96

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake
Resources Limited

For personal use only

Optiro has reviewed the forecast open pit operating cost allocation for Harry’s Hill, French Kiss and
Karonie South and benchmarked the operating costs against similar projects. Based on this, Optiro
considers that the mining operating costs provisions over the LOM schedule are reasonable,
achievable and appropriately reflected in the LOM model.
Processing
Optiro considers that all processing technical inputs into the model look reasonable, other than
predicted process plant operating costs, which Optiro considers to be low from FY2020 onwards. Plant
operating costs for YTD FY2019 are $31.20/t (excluding ore haulage and ROM rehandling), which are
in line with predicted costs of $29.10/t (which incorporates six months of reduced power costs). From
FY2020, onwards these costs are forecast to drop further for the remaining years in the model.
Optiro notes that Silver Lake is negotiating lower unit power costs with its power supplier (subject to
commercial-in-confidence terms). The cost saving for this lower power cost has been calculated for
total processing of 1.2 Mtpa. This power operating cost saving has been incorporated into six months
of FY2019 processing to generate the predicted FY2019 operating cost of $29.10/t.
Optiro recommends using the weighted average operating cost for FY2016, FY2017, FY2018 and
predicted FY2019 operating cost of $29.10/t (including power cost saving). Including the power saving
cost, this calculates to be an operating cost of $26.30/t (excluding ore haulage and excluding ROM
rehandling) for FY2020 onwards. The predicted operating cost is based on the weighted average of
four years of operating data, which has then had the predicted power operating cost savings deducted.

EXPLORATION POTENTIAL
Exploration programmes completed by Silver Lake have successfully extended and upgraded the Ore
Reserves at the current mining operations (Figure 4.18). Exploration has successfully advanced
development projects with near-term open pit and underground mining potential and confirmed the
potential for new resource growth along the mineralised trends in the Daisy, Mount Belches and Aldiss
Mining Centres.
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Figure 4.18

Increase of Mineral Resources at the Mount Monger Operation (increase of Mineral Resources in FY2013 also reflects
the acquisition of Integra Mining) (source: Silver Lake)

Significant exploration highlights include:
•

•

•

•

Daisy North: drilling completed during FY2018 confirmed the continuity of mineralisation.
Silver Lake has commenced stripping of the 550 level to access the Daisy North lode and
introduce a new shallow underground mine development.
Easter Hollows: lateral step-out drilling west of Haoma West has confirmed the continuity
of high-grade mineralisation, with multiple new lodes extending over 450 m laterally from
existing mining fronts.
Lower Prospect: drilling has intersected high-grade mineralisation with good continuity
down plunge from the current Mineral Resource. This presents the potential for LOM
extensions outside the current Mineral Resource.
Mount Belches (Santa area): recent drilling returned numerous encouraging results from
the base of the Santa North open pit, highlighting the potential for a third shallow
underground mine at Mount Belches. Further drilling is planned for FY2019 to target
plunge and strike extensions.

Optiro notes that the exploration focus at the Mount Monger Operation remains on near term
resource definition and advanced exploration opportunities to sustain and replace mine depletion at
the Daisy, Mount Belches and Aldiss mining centres. In particular, targeting of lateral lodes higher in
the stratigraphy at Daisy presents good exploration potential in close proximity to current mine
development. Silver Lake has a clear recent track record of replacing mine depletion and conversion
of Mineral Resources ahead of mine production.
Project development opportunities are being explored at Santa underground, Karonie as well the
10 km SAT trend at Aldiss. Further resource growth opportunities and drill testing of new targets is
planned for structural repeats at Daisy along with Mount Belches and Aldiss. Optiro considers that
there remains potential for Silver Lake to convert and define Mineral Resources at the Mount Monger
Operation to at least double the current life of mine. However, as at the date of our report, we do not
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have a reasonable basis for inclusion of these Mineral Resources in the current life of mine plan,
therefore we have valued them separately in section 7.2.
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5.

VALUATION CONSIDERATIONS

There are a number of recognised methods used in valuing mineral assets. The most appropriate
application of these various methods depends on several factors, including the level of maturity of the
mineral asset, and the extent and reliability of information available in relation to the asset. The
VALMIN Code classifies mineral assets according to the maturity of the asset:
•
•

•

•
•

Exploration areas - properties where mineralisation may or may not have been identified, but
where a Mineral Resource has not been declared.
Advanced exploration areas - properties where considerable exploration has been
undertaken and specific targets have been identified that warrant further detailed evaluation,
usually by drill testing, trenching or some form of detailed geological sampling. A Mineral
Resource may or may not have been estimated, but sufficient work will have been undertaken
on at least one prospect to provide both a good understanding of the type of mineralisation
present and encouragement that further work will elevate one or more prospects to the
resource category.
Pre-development projects - properties where Mineral Resources have been identified and
their extent estimated, but where a decision to proceed with development has not been
made. This includes projects at an early assessment stage, on care and maintenance or where
a decision has been made not to proceed with immediate development.
Development projects - properties for which a decision has been made to proceed with
development, but which are not commissioned or are not operating at design levels.
Operating mines - mineral properties that have been fully commissioned and are in
production.

The VALMIN Code defines value as the fair market value of a mineral asset. The fair market value is
the amount of money (or the cash equivalent of some other consideration) for which the mineral asset
should change hands on the valuation date in an open and unrestricted market between a willing
buyer and a willing seller in an “arm’s length” transaction, with each party acting knowledgeably,
prudently and without compulsion. In times of high commodity prices and/or buoyant share market
conditions, the fair market value ascribed to mineral assets may be higher than their technical value.
The fair market value of the mineral asset comprises:
•
•

The underlying or technical value, which is an assessment of a mineral asset’s future economic
benefit under a set of assumptions, excluding any premium or discount for market, strategic
or other considerations.
The market component, which is a premium or discount relating to market, strategic or other
considerations.

In assessing the value of Doray’s and Silver Lake’s mineral assets, Optiro has considered both the
technical value and the fair market value of the assets.
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6.

VALUATION APPROACH AND METHODOLOGY
DISCOUNTED CASHFLOW MODELLING
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Optiro understands that BDO will value the following projects on a discounted cashflow basis:
•
•

Doray’s Deflector Project
Silver Lake’s Mount Monger Operation.

In performing this valuation, BDO required Optiro to review the technical project assumptions and
provide an assessment on the reasonableness of the assumptions used in the above projects.
Accordingly, Optiro has not independently valued these projects.

MINERAL RESOURCES AND EXPLORATION POTENTIAL VALUATION
In determining the appropriate valuation method(s) to be used for the exploration potential and the
Mineral Resources outside of the life of mine for both Doray’s and Silver Lake’s mineral assets, Optiro
has taken into consideration the classification of these assets according to the categories defined in
the VALMIN Code and the different methodologies that are generally accepted as industry practice
for each classification. Generally, there are three broad methods of valuation that are used for valuing
mineral assets: these are the market approach, cost approach and income approach. The market and
cost approaches are used for the grass-roots through to advanced exploration stages, and the income
approach is used for advanced projects with defined reserves to operating mines.
Doray’s and Silver Lake’s near mine exploration tenure are deemed to be at an advanced exploration
stage from a valuation standpoint.
For valuation of the Mineral Resources outside of the life of mine schedule, the valuation approach
that Optiro has elected to use is defined as an inferential method, and relies on comparative or
subjective inputs, such as the “rule of thumb” or appraised value method. Such a method values the
property in dollars per unit area or dollars per resource tonne. Optiro has elected not to use a DCF
style valuation to determine fair market value, as there remains uncertainty on the timing and
likelihood of development in relation to the Mineral Resources outside of the life of mine schedule for
both the Deflector and Mount Monger Operations.
The methodologies considered by Optiro to determine a value for the mineral projects and the
exploration potential are summarised below.

GEOSCIENTIFIC RATING METHOD
The most well-known method of the Geoscientific ratings type is the modified Kilburn Geological
Engineering/Geoscientific method which was developed by a Canadian geologist who wished to
introduce a more systematic and objective way of valuing exploration properties. The Kilburn and
similar rating approaches are acknowledged as industry-standard valuation tools. This method is
Optiro’s preferred valuation tool for early stage exploration projects.
The Kilburn method uses a Geoscientific rating which has as its fundamental value a base acquisition
cost (BAC) of the tenement. The BAC is the average cost to acquire a unit of exploration tenement
(generally a graticular block, square kilometre or hectare) and maintain it for one year, including
statutory fees and minimum expenditure commitments.
In determining the BAC for exploration permits, Optiro has considered the application and retention
costs as set by the Government of Western Australia, Department of Mines, Industry Regulation and
Safety and the average identification, administration and expenditure costs for exploration licences.
Based on Optiro’s assessment, the BAC applied to exploration licences and permits is A$1,125 per
graticular block ($1,000 minimum expenditure and $125 rent), or generally A$377/km2.
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Four technical factors are then applied sequentially to the BAC of each tenement, each of which can
enhance, downgrade or have no impact on the value of the property and which allow a value per
tenement to be determined. The four technical factors are:
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•

•
•

•

Off-property factor – relates to physical indications of favourable evidence for mineralisation,
such as workings and mining on the nearby properties, which may or may not be owned by
the company being valued. Such indications are mineralised outcrops, old workings through
to world-class mines.
On-property factor – this is similar to the off property factor but relates to favourable
indications on the property itself, such as mines with significant production.
Anomaly factor – the anomaly factor relates to the degree of exploration which has been
carried out and the level and/or number of the targets which have been generated as a
consequence of that exploration. Properties which have been subject to extensive
exploration without the generation of sufficient or quality anomalies are marked down under
the Kilburn approach.
Geological factor – this refers to the amount and exposure of favourable lithology and/or
structure (if this is related to the mineralisation being valued) on the property. Thus
properties which have a high coverage of favourable lithology and through-going structures
will score most highly.

The ratings applied by Optiro are listed in Table 6.1.
This methodology is used to determine the technical value, and a fifth factor, reflecting the current
state of the market, is applied to determine the market value. This market value determined from the
Geoscientific rating method has been verified by consideration of the current market for gold
properties.
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Table 6.1

Geoscientific rating criteria (modified by Optiro)

Rating

Off-property factor

On-property factor

Anomaly factor

Generally unfavourable
geological setting

0.1
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Geological factor

0.5

Extensive previous
exploration with poor
results

Poor geological setting

0.9

Poor results to date

Generally favourable
geological setting, under
cover

1.0

No known mineralisation
in district

No known mineralisation
within tenement

1.5

Mineralisation identified

Mineralisation identified

Resource targets
identified

Exploration targets
identified

Along strike or adjacent
to known mineralisation

Mine or abundant
workings with significant
previous production

2.0
2.5
3.0
3.5
4.0

Along strike from a
major mine(s)

5.0

Along strike from world
class mine

Major mine with
significant historical
production

No targets defined

Generally favourable
geological setting

Target identified, initial
indications positive
Significant
intersections - not
correlated on section
Several significant ore
grade intersections
that can be correlated

Favourable geological
setting
Mineralised zones
exposed in prospective
host rocks

COMPARABLE TRANSACTION METHOD
The comparable market value approach is a market-based approach, and is an adaptation of the
common real estate approach to valuation. For the purposes of mineral asset valuation, a valuer
compiles and analyses transactions, converted to a 100% equity basis, of projects of similar nature,
time and circumstance, with a view to establishing a range of values that the market is likely to pay
for a project. The comparable market approach:
•
•
•
•

is intuitive, easily understood and readily applied
implies a market premium/discount for the prevailing sovereign risk
captures market sentiment for specific commodities or locations
accounts for intangible aspects of a transaction (i.e. intellectual property).

The transactions deemed to be analogous to the mineral asset being valued are used to determine a
unit price (e.g. $/km2 or $/tonne metal, etc.) for the asset being valued; however, there is an intricate
value dynamic between the quantity (size) and quality (grade or prospectivity) that may result in the
exclusion of a large number of comparable transactions, which in turn may undermine the accuracy
of this method.
The comparable market value approach is widely used throughout the minerals industry; however,
the valuer must take into account that this approach is essentially retrospective and cannot take into
account anticipated or recent commodity or other market price movements other than by rebasing
the historical commodity price to the current price. The gold price (especially in A$ terms) has been
relatively stable since late 2011 and Optiro considers there is no requirement to rebase the
comparable transactions for gold price movements.
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JOINT VENTURE TERMS METHOD
The joint venture terms method is a variation of the comparable market value method. This technique
involves transactions where only partial ownership of a project is acquired. The joint venture terms
method provides the valuer with a larger acquisition dataset than the comparable market value
method, and consequently these approaches are often used simultaneously in mineral asset
valuations.
It is recognised that the market will attribute a sliding-scale premium in accordance with the level of
ownership acquired (i.e. a joint venture agreement for a 51% interest in a project may attract a market
value significantly above that for an identical project in which a 49% interest is acquired). The valuer
therefore needs to account for any potential associated with ownership premiums.

APPRAISED VALUE METHOD
The cost approach or Appraised Value method is founded on the assumption that the intrinsic value
of the exploration tenement is based on the exploration expenditure, and that a highly prospective
tenement will generally encourage a higher level of exploration expenditure.
This valuation methodology relies upon the premise that a project is at least worth what the owner
has previously spent and/or committed to spending in the future. It considers historical and/or
planned future expenditure on the mineral asset and includes the amount of expenditure that has
been meaningfully used in the past to define a target or resource and the future costs in advancing
the exploration.
The value of the property may be determined from the sum of past effective exploration expenditure
(usually limited to the past three years) plus any committed exploration expenditure in the current
year and the application of a prospectivity enhancement multiplier (PEM). The PEM is determined by
the level of sophistication of the exploration for which positive exploration results have been
obtained, and usually ranges from 0.5 to 3.0.
The principal shortcomings of this method are that there is no consistent base from which to derive
the valuation and there is no systematic approach taken in determining the PEM. Optiro places less
reliance on values determined this method than those determined from the Geoscientific Ratings and
comparable transaction methods.
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PROJECT VALUATIONS
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MINERAL ASSETS OF DORAY MINERALS LIMITED
7.1.1.

VALUATION OF MINERAL RESOURCES

In terms of valuing the Mineral Resources outside of the Deflector Project life of mine, Optiro
identified 30 transactions considered to be of use in assessing the current market value attributed to
gold Mineral Resources. In valuing the Mineral Resources, Optiro considered the classification, size
and grades of the gold mineralisation of the Mineral Resources along with the potential path to
production.
Optiro selected transactions for projects that contained gold Mineral Resources in Australia
(predominantly Western Australia) that were not in production at the time of the transaction. The
Remnant Mineral Resources being valued will likely not come into production until after the current
life of mine plan (2022). Accordingly, it is considered more appropriate to value the remnant Mineral
Resources against other non- or pre-production assets that require additional work to be de-risked
prior to being brought into production. Optiro notes that if operating/producing gold companies were
included, the calculated unit value would include production assets and this would likely overstate the
value of the remnant Mineral Resources under consideration. The transactions identified by Optiro
are listed in Appendix A.
Optiro considers other valuation methodologies to be inappropriate in determining the value of the
Mineral Resources outside of the project life of mine. Cost approach valuation methods (rules of
thumb, multiples of expenditure and geoscientific ratings) are not appropriate as the projects are too
advanced for these methods to be appropriate. Accordingly, Optiro has relied upon comparable
transactions and comparison to the enterprise value of comparable companies.
Optiro has established from its search and analysis of publicly available information on recent
comparable market transactions of gold Mineral Resources that the market has generally been valuing
gold projects up to approximately A$50 per ounce of gold in the ground (Appendix A). This falls
broadly into two populations; advanced projects considered likely to enter production in the near
term (A$35 to >$50 per ounce of gold in the ground) and projects that are either at an early stage,
require significant capital investment or near end of life/on care and maintenance (up to $30 per
ounce) (Figure 7.1).
Optiro has included a broad range of Australian listed gold companies to allow the remnant Mineral
Resources to be appropriately benchmarked. Many of these transactions have Mineral Resources that
are considered to be of lower value than the primary remnant Mineral Resources held by Doray and
Silver Lake and are included primarily as context. Optiro has considered the Mineral Resources
transactions that are likely to be converted to Ore Reserves or brought into production in the near
future in valuing the primary resources of Doray and Silver Lake. Furthermore, Mineral Resources that
are held by Silver Lake that are considered to have a low likelihood of conversion have been valued at
the low end of the scale (discussed in Section 7.2.1).
With respect to the comparable transactions, almost all of the transactions include a proportion of
Measured and/or Indicated Mineral Resource. It is not possible to assign a specific value by resource
classification as the transaction value applies to the total Mineral Resource. Optiro has however
considered the relative proportions of the Mineral Resource classifications along with other mining
practicality factors where appropriate (i.e. grade, depth, potential mining method, strip ratio, ounces
per vertical metre, geometry, processing, infrastructure etc) to benchmark the value.
As a cross check and to confirm the unit price of the comparable transactions identified above, Optiro
reviewed the enterprise value (EV) per resource ounce of selected companies with comparable gold
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Mineral Resources considered to be their primary value driver (Table 7.1 and Figure 7.2). As for the
comparable transactions, Optiro selected companies that held gold Mineral Resources in Australia
(predominantly Western Australia) that were not in production (or pre-production) at the time of the
transaction. Market capitalisation has been calculated on an undiluted basis, using the most recently
available share registry information (typically ASX Appendix 3B reports) and a one month volume
weighted average share price (VWAP) to 20 December 2018. The enterprise value is based upon the
company’s cash and debt position taken from ASX Appendix 5B reports. Liquidity is calculated as a
percentage based on the cumulative volume of shares trades relative to the total number of shares
outstanding. In particular, Horizon Gold Ltd and Maximus Resources Ltd are considered highly illiquid
and have not been considered in the valuation.
Similar to the comparable transactions, the EV per ounce falls into broad populations (Figure 7.2).
Advanced projects considered likely to enter production in the near term range from A$40 to $80 per
ounce of gold in the ground) and projects that are either at an early stage, require significant capital
investment or near end of life/on care and maintenance are trading up to $35 per ounce.
Figure 7.1

Implied transaction value relative to Mineral Resource grade
$60.00

Eureka
Cental Tanami

$50.00

Burbank

Dalgaranga

King of the Hills

Kalgoorlie North

$40.00
Marda

Implied value (A$/oz)
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Polar Bear

$30.00

Aphrodite

MLs

Penny West

Stawell
Kirkalocka

Plutonic

Red October Mt Wills

Andy Well

$20.00
Tuckabiana

Primary

Mt Porter
Gum Creek
Warrawoona

$10.00
Geko

Anthill

Western Tanami
Klondyke
Lake Carey

Hodgkinson

$0.00
0.5

1.5

2.5

3.5

4.5

5.5

6.5

7.5

8.5

9.5

Resource gold grade (g/t)

In relation to the remnant Mineral Resources (outside of the life of mine), Optiro notes the following:
•
•
•
•

the material is located proximal to the current mine designs
the is a high likelihood that significant material (such as Da Vinci) will be included in future life
of mine plans
there is good potential for further near mine exploration success
approximately 59% of this material has been classified as Inferred Mineral Resources.
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Optiro considers that given the relatively high grade, good likelihood of conversion to Ore Reserves
(given the mine infrastructure in place) and good exploration potential, the Deflector Remnant
Mineral Resources would likely attract a value in the range of A$40 to A$60 per resource ounce of
contained gold.
Table 7.1

Enterprise value per resource ounce of gold for selected companies

Company
Alt Resources Ltd
Ausgold Ltd
Bardoc Gold Ltd
Calidus Resources Ltd
Coolgardie Minerals Ltd
Echo Resources Ltd
Egan Street Resources Ltd
Explaurum Ltd
Horizon Gold Ltd
Maximus Resources Ltd
Middle Island Resources Ltd
Musgrave Minerals Ltd
Southern Gold Ltd
Spectrum Metals Ltd

Figure 7.2

VWAP
(A$)
$0.024
$0.025
$0.062
$0.029
$0.076
$0.124
$0.193
$0.107
$0.204
$0.077
$0.004
$0.097
$0.160
$0.005

Undil. mkt
cap
(A$ M)
$5.90
$16.10
$56.40
$41.30
$7.80
$63.70
$25.20
$51.30
$15.60
$2.30
$3.10
$31.80
$8.00
$4.30

EV
(A$ M)
$6.00
$14.80
$53.60
$37.50
$6.10
$59.10
$16.20
$50.00
$10.60
$2.30
$2.40
$27.80
$7.00
$2.90

Liquidity

EV/oz
gold (A$)

1 month

3 months

$23.32
$18.84
$20.76
$52.67
$44.85
$34.30
$35.68
$74.63
$8.44
$35.12
$4.47
$63.04
$71.34
$80.56

2.38%
1.27%
1.82%
2.79%
6.76%
3.33%
0.66%
9.48%
0.00%
0.02%
1.51%
7.05%
0.83%
3.08%

7.99%
3.69%
5.23%
8.53%
13.66%
15.17%
1.98%
20.86%
0.03%
0.02%
2.48%
20.67%
2.32%
19.39%

Enterprise value per resource ounce of gold for selected companies

P a g e | 107

For personal use only

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake
Resources Limited

To determine the value of the remnant Mineral Resource, Optiro has calculated the Mineral Resources
outside of the life of mine schedule at Deflector by depleting the 2018 Mineral Resource estimate with
current development and the current life of mine design. Optiro interrogated the Mineral Resource
block model and flagged material as mined or within the LOM development. Optiro then reported
material outside of the life of mine and current development. The remnant Mineral Resource
comprises 2.1 Mt at 7.0 g/t and 0.5% copper (Table 7.2). Due to the mining of unclassified material
and in the inclusion of dilution in the LOM, an arithmetic dilution could not be considered.
Furthermore, as Deflector produces both gold and copper for sale, Optiro has calculated a gold
equivalent grade and contained ounce position for the remnant Mineral Resources. Gold equivalent
(Au eq) values were calculated using a gold price of US$1,230 per ounce and a copper price of
US$6,100 per tonne. Recoveries based on actuals of 85% for gold and 83% for copper were also
applied. Generically, the gold equivalent grade was then calculated by the following equation where
154.2 is the value ratio between gold (in g/t) and copper (in %):
Au eq (g/t) = gold grade (g/t) + (copper grade (%) x 154.2)
Optiro notes that the comparable transactions (and companies) identified comprise gold only projects.
No gold-copper (or other multi-commodity) projects were identified so a gold equivalent calculation
was not required.
Table 7.2

Mineral Resources outside of life of mine schedule

Resource reporting

Class.

LOM

Tonnes
(kt)

Au (g/t)

Cu (%)

Measured

Yes

255

11.0

1.2

Indicated

Yes

494

15.9

0.8

Inferred

Yes

31

5.5

0.5

Measured

No

224

6.8

1.3

Indicated

No

618

5.3

0.3

Inferred

No

1,230

7.9

0.4

Remnant Mineral Resource

All

No

2,072

7.0

0.5

Total Mineral Resource

All

All

2,851

8.7

0.6

Flagged within development
or LOM*

Outside LOM

Item

Tonnes (kt)

Remnant Mineral Resource

Au eq (g/t)

2,072

Au eq (oz)

7.7

512,000

* - excludes dilution and unclassified material in LOM
Totals may not sum due to rounding

Based on the above discussions and the conversion potential of the Mineral Resources, Optiro
considers that the Mineral Resources outside of the life of mine would likely attract a value in the
range of A$40 to A$60 per resource ounce of contained gold (Table 7.3).
Table 7.3

Contained gold ounces tonnes and valuation range

Mineral asset
Residual MREs

Gold
ounces
512,000

Valuation range
Low
High
$40/oz

$60/oz

In terms of grade and development status, Optiro considers the most comparable transactions are:
•

Central Tanami ($48.59/oz) – feasibility study completed considering open pit and
underground developments
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•
•

Eureka ($49.84/oz) – subject to development by third party and in close proximity to
processing facilities
King of the Hills ($39.80/oz) – an advanced underground project with near term production
Burbank ($45.45/oz) – currently on active care and maintenance with the purchaser targeting
near term re-start of the mine.

In terms of grade and development status, Optiro considers the most comparable enterprise value
are:
•
•
•

Calidus Resources Ltd ($50.42/oz) – actively progressing the near surface Warrawoona project
Egan Street Resources Ltd ($36.12/oz) – completed a feasibility study on the small high grade
Rothsay deposit
Musgrave Minerals ($59.18/oz) – developing the Cue gold project and permiting with a view
to future gold production

Optiro considers that Doray’s Mineral Resources (outside of the life of mine) on a 100% equity basis
would likely attract a value in the range of A$20 M to A$30 M, with a preferred value of A$25 M.
7.1.2.

VALUATION OF EXPLORATION POTENTIAL

In terms of exploration value, Optiro notes that the majority of the Mineral Resource transactions
identified in Appendix A and within the enterprise value calculations implicitly include value associated
with exploration potential. Whilst Optiro notes that there is considerable exploration potential at the
Deflector Project, it is not considered to be materially greater than in the identified transactions.
Accordingly, the Mineral Resource valuation detailed in Table 7.3 also includes an allowance for
exploration potential.
7.1.3.

SUMMARY OF VALUATION OF ASSETS

Optiro’s opinion of the fair market value of Doray’s remnant Mineral Resources and exploration
potential, using the methodologies described above, is summarised in Table 7.4. The values presented
are based upon a 100% interest of the Project.
Table 7.4

Doray mineral assets valuation summary (100% equity basis)

Low

Value (A$M)
High

Preferred

Remnant Mineral Resources

$20.0

$30.0

$25.0

Total

$20.0

$30.0

$25.0

Mineral asset

Optiro’s opinion of the fair market value of Doray’s mineral assets on a 100% basis is that they lie
within the range of A$20 M to A$30 M, with a preferred value of A$25 M. The values assigned to
these mineral assets are in nominal Australian dollars (A$) and were prepared with an effective
valuation date of 21 December 2018.

MINERAL ASSETS OF SILVER LAKE RESOURCES LIMITED
7.2.1.

VALUATION OF MINERAL RESOURCES

To determine the value of the remnant Mineral Resource at Mount Monger, Optiro has calculated the
Mineral Resources outside of the life of mine schedule by depleting the 2018 Mineral Resource
estimate with current development and the life of mine design (consistent with Doray). The remnant
Mineral Resource comprises 26.3 Mt at 3.5 g/t (Table 7.5). Mineral Resources were depleted at the
Daisy Complex, Maxwells, Cock-eyed Bob, Karonie, Harry’s Hill and French Kiss based on production
to date (to 31 October 2018) and the future LOM depletion.
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Optiro has ranked the remnant Mineral Resources based on their likelihood to convert into Ore
Reserves or be exploited in the short to medium term. In terms of ranking the Mineral Resources,
Optiro has primarily considered their location (proximal to existing mine development), grade, grade
and geological continuity and the deposits current focus within Silver Lakes exploration programme.
Optiro considers that (as for Deflector) the ‘high’ value Mineral Resources would likely attract a value
in the range of A$40 to A$60 per resource ounce of contained gold. This is based on the following
facts:
•
•
•
•
•
•
•

the material is located proximal to the current mine designs
the Mineral Resources are considered to be low risk in terms of development potential
there is a high likelihood that significant material (from Daisy North, Lower Prospect, Easter
Hollows, Santa) will be included in future life of mine plans
The is good potential for additional ‘lateral’ lodes at Daisy to be brought into the LOM in areas
close to current mine infrastructure
the is a significant amount of material available to extend the current LOM
there is good potential for further near mine exploration success
the material is relatively high grade.

Optiro considers that the ‘low’ ranked Mineral Resources outside of the life of mine would likely
attract a value in the range of A$15 to A$25 per resource ounce of contained gold (Table 7.3).
Table 7.5

Mineral Resources outside of life of mine schedule

Deposit
Daisy Complex
Fingals
Costello
Lorna Doone
Magic/Mirror
Wombola Pit
Wombola Dam
Hammer and Tap
Total Daisy Mining Centre
Majestic
Imperial
Total Imperial/Majestic Mining Centre
Maxwells
Santa
Cock-Eyed Bob
Rumbles
Anomaly A
Total Mount Belches Mining Centre
Karonie
Harry’s Hill
French Kiss
Spice
Tank/Atriedes
Italia/Argonaut
Total Aldiss Mining Centre
Lucky Bay
Randalls Dam
Total Randalls Mining Centre
Total Stockpiles
Total Mount Monger Operations

Tonnes
1,911,000
1,174,000
111,000
1,327,000
1,719,000
67,000
297,000
350,000
6,956,000
2,463,000
720,000
3,183,000
1,809,000
4,953,000
991,000
1,202,000
276,000
9,231,000
2,824,000
999,000
1,262,000
142,000
840,000
409,000
6,476,000
55,000
113,000
168,000
419,000
26,265,000

Au (g/t)
14.1
2.3
4.0
2.7
3.0
3.3
2.8
2.4
5.9
2.5
2.5
2.5
5.7
2.6
4.4
2.2
1.8
3.3
1.7
2.3
1.9
1.9
1.5
1.4
1.8
5.1
2.1
3.0
1.2
3.5

Au (ounces)
868,000
88,000
14,000
116,000
165,000
7,000
27,000
27,000
1,312,000
200,000
58,000
258,000
330,000
419,000
129,000
83,000
16,000
977,000
150,000
74,000
76,000
9,000
39,000
19,000
367,000
9,000
7,000
16,000
17,000
2,931,000

Value
High
Low
Low
Low
Low
Low
Low
Low
Low
Low
High
High
High
Low
Low
Low
Low
Low
Low
Low
Low
Low
Low
High
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Table 7.6

Contained gold ounces and valuation range
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Deposit

Gold ounces

Daisy Complex
Fingals
Costello
Lorna Doone
Magic/Mirror
Wombola Pit
Wombola Dam
Hammer and Tap
Total Daisy Mining Centre
Majestic
Imperial
Total Imperial/Majestic Mining Centre
Maxwells
Santa
Cock-Eyed Bob
Rumbles
Anomaly A
Total Mount Belches Mining Centre
Karonie
Harry’s Hill
French Kiss
Spice
Tank/Atriedes
Italia/Argonaut
Total Aldiss Mining Centre
Lucky Bay
Randalls Dam
Total Randalls Mining Centre
Total Stockpiles
Total Mount Monger Operations

868,000
88,000
14,000
116,000
165,000
7,000
27,000
27,000
1,312,000
200,000
58,000
258,000
330,000
419,000
129,000
83,000
16,000
977,000
150,000
74,000
76,000
9,000
39,000
19,000
367,000
9,000
7,000
16,000
17,000
868,000

Low
$34.7
$1.3
$0.2
$1.7
$2.5
$0.1
$0.4
$0.4

Value ($M)
High
$52.1
$2.2
$0.4
$2.9
$4.1
$0.2
$0.7
$0.7

Preferred
$43.4
$1.8
$0.3
$2.3
$3.3
$0.1
$0.5
$0.5

$3.0
$0.9

$5.0
$1.5

$4.0
$1.2

$13.2
$16.8
$5.2
$1.2
$0.2

$19.8
$25.1
$7.7
$2.1
$0.4

$16.5
$21.0
$6.5
$1.7
$0.3

$2.3
$1.1
$1.1
$0.1
$0.6
$0.3

$3.8
$1.9
$1.9
$0.2
$1.0
$0.5

$3.0
$1.5
$1.5
$0.2
$0.8
$0.4

$0.1
$0.1

$0.2
$0.2

$0.2
$0.1

$0.7

$1.0

$0.9

$88.2

$135.6

$112.0

Allowing for rounding, Optiro considers that the Mount Monger Mineral Resources (outside of the life
of mine) on a 100% equity basis would likely attract a value in the range of A$90 M to A$135 M, with
a preferred value of A$110 M.
7.2.2.

VALUATION OF EXPLORATION POTENTIAL

As for the Deflector Project, Optiro considers that the Mineral Resource transactions identified in
Appendix A and within the enterprise value calculations adequately include value associated with
exploration potential. Whilst Optiro notes that there is considerable exploration potential at the
Mount Monger Operation, it is not considered to be materially greater than in the identified
transactions. Accordingly, the Mineral Resource valuation includes an allowance for exploration
potential.
7.2.3.

SUMMARY OF VALUATION OF ASSETS

Optiro’s opinion of the fair market value of Silver Lake’s Mineral Resources and exploration potential
(outside of the life of mine), using the methodologies described above, is summarised in Table 7.7.
The values presented are based upon a 100% interest of the Project.
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Table 7.7

Silver Lake mineral assets valuation summary (100% equity basis)

Low

Value (A$M)
High

Preferred

Remnant Mineral Resources

$88.2

$135.6

$112.0

Total

$88.2

$135.6

$112.0

For personal use only

Mineral asset

Optiro’s opinion of the fair market value of Silver Lake’s mineral assets (outside of the life of mine) on
a 100% basis is that they lie within the range of A$88.2 M to A$135.6 M, with a preferred value of
A$112.0 M. The values assigned to these mineral assets are in nominal Australian dollars (A$) and
were prepared with an effective valuation date of 21 December 2017. The valuation is in A$ terms as
it has been benchmarked against transactions determined in A$.
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DECLARATIONS BY OPTIRO PTY LTD
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INDEPENDENCE
Optiro is an independent consulting and advisory organisation which provides a range of services
related to the minerals industry including, in this case, independent mineral specialist services, but
also resource evaluation, corporate advisory, mining engineering, mine design, scheduling, audit, due
diligence and risk assessment assistance. The principal office of Optiro is at 16 Ord Street, West Perth,
Western Australia, and Optiro’s staff work on a variety of projects in a range of commodities
worldwide.
This report has been prepared independently and in accordance with the VALMIN and JORC Codes
and in compliance with ASIC Regulatory Guide 112. The authors and contributors do not hold any
interest in Doray Minerals Limited, Silver Lake Resources Limited, their associated parties, or in any of
the mineral properties which are the subject of this report. Fees for the preparation of this report are
charged at Optiro’s standard rates, whilst expenses are reimbursed at cost. Payment of fees and
expenses is in no way contingent upon the conclusions drawn in this report. Optiro will charge Doray
fees of approximately A$177,500 for the preparation of this report. Optiro has received no payment
from Silver Lake.
Optiro has not had any material prior association with the mineral assets being assessed for either
Doray or Silver Lake. Optiro’s prior association with Doray and Silver Lake has comprised:
•
•
•
•
•
•
•

From 2014 to 2018, Optiro provided various short course technical training to Deflector site
personnel. This training has included sampling and QAQC, reconciliation and resource
estimation courses. Optiro has had no other association with Doray.
In March 2012, Optiro completed a Mineral Resource estimate for the Haoma deposit. This
work has now been superseded by work completed by Silver Lake.
In September 2012, Optiro completed a drill spacing study at Daisy Milano.
In 2013, Optiro developed a grade control and resource estimation interface tool for the Daisy
Milano deposit. The framework was then updated in November 2014.
In May 2013, Optiro completed a Mineral Resource estimate for the Maxwells deposit. This
work has been superseded, most recently by Mining Plus Pty Ltd.
In May 2013, Optiro completed Mineral Resource review work on the Majestic, Mirror and
Imperial deposits.
In December 2015, Optiro provide on-site reconciliation training to Mount Monger personnel.
Prior to this report, this is the most recent association with Silver Lake.

PRINCIPAL SOURCES OF INFORMATION
This Report has been based on information available up to and including 20 January 2019. The
information has been provided to Doray and Silver Lake as well as sourced from the public domain.
The information includes both published and unpublished technical reports prepared by Doray, Silver
Lake and their respective consultants.
Optiro has used its reasonable endeavours to verify the accuracy and completeness of information
provided to it by Doray and Silver Lake on which it has relied in compiling the Report. We have no
reason to believe that any of the information or explanations so supplied are false or that material
information has been withheld. It is not the role of Optiro acting as an independent mineral resource
specialist to perform any due diligence procedures on behalf of Doray or Silver Lake. The Directors
and Officers of Doray or Silver Lake are responsible for conducting appropriate due diligence in
relation to mineral projects. Optiro provides no warranty as to the adequacy, effectiveness or
completeness of the due diligence process.
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Mr Jason Froud and Mr Ben Wilson undertook site visits to Doray’s Deflector and Silver Lake’s Mount
Monger Projects in December 2018 as part of the valuation and review process.
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QUALIFICATIONS
The principal personnel responsible for the preparation and review of this report are Mr Jason Froud
(Principal) and Mr Ian Glacken (Director).
Mr Jason Froud [BSc (Hons), Grad Dip (Fin Mkts), MAusIMM, MAIG] is a geologist with over 20 years’
experience in mining geology, exploration, resource definition, mining feasibility studies,
reconciliation, consulting and corporate roles in gold, iron ore, base metal and uranium deposits
principally in Australia and Africa. Jason has previously acted as a Competent Person and Independent
Expert across a range of commodities with expertise in mineral exploration, grade control, financial
analysis, reconciliation and quality assurance and quality control.
Mr Ian Glacken [BSc (Geology), MSc (Geology), MSc (Geostatistics), DIC, FAusIMM(CP), FAIG, MIMMM,
CEng] is a geologist and geostatistician with over 35 years’ experience in the mining industry as a
consultant and as a company executive post graduation. Ian’s work covers resource estimation,
valuation, training, grade control, due diligence and resource audits, and he has worked in a variety
of commodities, including gold, copper, base metals and uranium.
Mrs Christine Standing [BSc (Hons) Geology, MSc (Min Econs), MAusIMM, MAIG] is a geologist with
over 35 years’ worldwide experience in the mining industry. She has six years’ experience as an
exploration geologist in Western Australia and over 25 years’ experience as a consultant specialising
in resource estimation, reconciliation, project management and statutory and Competent Persons’
reporting on worldwide projects for a range of commodities. She has acted as a Qualified Person and
Competent Person for gold, silver, copper, mineral sands, nickel, chromium, kaolin and PGEs.
Mr Jeremy Ison [BEng (Met), MAusIMM, MSAIMM] is a process engineer with over 30 years’
experience in process design, feasibility studies, operations and consulting in gold, iron ore, base
metal, graphite, uranium and lithium principally in Australia and Africa. Jeremy has previously acted
as a Competent Person and Independent Expert across a range of commodities with expertise in due
diligence's and project valuations.
The information in this Report that relates to the technical assessment and valuation of mineral assets
reflects information compiled and conclusions derived by Mr Jason Froud who is a Member of the
Australasian Institute of Mining and Metallurgy and the Australian Institute of Geoscientists and Mr
Ian Glacken who is a Fellow of the Australasian Institute of Mining and Metallurgy and the Australian
Institute of Geoscientists. Mr Froud and Mr Glacken are consultants to Optiro and not related parties
to Doray or Silver Lake. Mr Froud and Mr Glacken have sufficient experience relevant to the technical
assessment and valuation of the mineral assets under consideration and to the activity which they are
undertaking to qualify as Practitioners as defined in the 2015 edition of the Australasian Code for the
Public Reporting of Technical Assessments and Valuations of Mineral Assets. Mr Froud and Mr Glacken
consent to the inclusion in the Report of the matters based on the information in the form and context
in which it appears.
Mr Froud and Mr Glacken have relied upon the following information:
•
•
•

The information in this report that relates to the technical assessment of Mineral Resources
was completed by Mrs Christine Standing [BSc Hons, MSc (Min Econs), MAusIMM, MAIG].
The information in this report that relates to the technical assessment of Ore Reserves was
completed by Mr Ben Wilson [BEng, MAusIMM] and Mr Ross Cheyne [BEng(Hons), FAusIMM].
The information in this report that relates to the technical assessment of processing and
metallurgy was completed by Mr Jeremy Ison [BEng, MAusIMM, MSAIMM].
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Gold resource transactions
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NT

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

WA

Vic

WA

Lake Carey

Plutonic

Klondyke

Gum Creek

Burbank

Dalgaranga

Anthill

Warrawoona

ML16/34 and
ML16/115

Linden

Tuckabiana

Geko

Darlot

King of the
Hills

Aphrodite

Eureka

Stawell

Polar Bear

Location

Mt Porter

Project

13/02/2018

11/12/2017

1/12/2017

14/08/2017

3/08/2017

3/08/2017

26/07/2017

23/06/2017

8/06/2017

5/05/2017

21/03/2017

8/03/2017

22/12/2016

22/11/2016

18/11/2016

12/09/2016

15/08/2016

21/07/2016

20/06/2016

Date

Westgold Resources Ltd

Kirkland Lake Gold Ltd

Tyranna Resources Ltd

Spitfire Materials Ltd

Red 5 Ltd

Red 5 Ltd

Bulletin Resources Ltd

Westgold Resources Ltd

Anova Metals Ltd

Beacon Minerals Ltd

Pharmanet Group Ltd

Intermin Resoures Ltd

Gascoyne Resources Ltd

Resources and Energy
Group Ltd

Horizon Gold Limited

Keras Resources plc

Billabong Gold Pty Ltd

Matsa Resources Ltd

Ark Mines Ltd

Buyer

S2 Resources Ltd

Arete Capital Partners
Ltd

Central Iron Ore
Limited

Aphrodite Gold Ltd

Saracen Mineral
Holdings Ltd

Gold Fields Ltd

Gekogold Pty Ltd

Silver Lake Resources
Ltd

Exterra Resources Ltd

Flinders Exploration
Ltd

Keras Resources plc

Echo Resources Ltd

private investor

Kidman Resources Ltd

Panoramic Resources
Ltd

Arcadia Mineral Pty
Ltd

Northern Star
Resources Ltd

not disclosed

Arafura Resources Ltd

Seller

100%

100%

100%

90%

100%

100%

100%

100%

100%

100%

100%

100%

20%

100%

100%

100%

100%

100%

60%

Interest

1.95

2.95

4.43

2.99

4.61

5.81

1.69

2.04

5.14

2.10

2.21

1.00

1.40

5.60

2.25

2.08

3.91

1.90

3.10

Gold
grade
(g/t)

264,000

351,000

64,200

1,260,866

402,000

224,000

145,000

524,000

198,500

21,403

410,000

160,800

1,115,000

99,000

1,250,100

374,000

1,717,000

385,300

34,200

Gold
ounces

27%

70%

0%

59%

46%

76%

88%

31%

46%

59%

0%

18%

63%

61%

75%

0%

54%

45%

0%

M+I class.
proportion
%

$9,000,000

$8,660,000

$3,200,000

$32,080,000

$16,000,000

$18,500,000

$1,000,000

$8,500,000

$21,390,000

$600,000

$4,500,000

$300,000

$9,010,000

$4,500,000

$15,612,247

$2,860,000

$37,500,000

$1,750,000

$300,000

Consideration
(100% basis)
A$

$34.09

$24.66

$49.84

$28.39

$39.80

$82.59

$6.90

$16.22

$107.74

$28.03

$10.98

$1.87

$40.40

$45.45

$12.49

$7.64

$21.84

$4.54

$14.62

Implied
value
(A$/oz)

Advanced
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Care and maintenance

Feasibility study

Prefeasibility

Trial mining

Production

Feasibility study

Previous operation

Pre-production

Previous operation

Early

Exploration

Pre-production

Previous operation

Exploration

Exploration

Production - capital
required

Exploration

Exploration

Stage
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WA

WA

NT

QLD

Vic

WA

WA

WA

WA

WA

Kirkalocka

Kalgoorlie
North

Central
Tanami

Hodgkinson

Mt Wills

Marda

Red October

Western
Tanami

Andy Well*

Penny West

* Did not transact

WA

Location

Primary

Project

16/10/2018

5/10/2018

3/10/2018

26/09/2018

13/09/2018

12/09/2018

3/08/2018

31/07/2018

25/06/2018

17/05/2018

21/02/2018

Date

Spectrum Metals Ltd

Galane Australia Pty Ltd

Northern Star
Resources Ltd

Matsa Resources Ltd

Ramelius Resources Ltd

ABA Resources Pty Ltd

Bulletin Resources Ltd

Northern Star
Resources Ltd

Spitfire Materials Ltd

Adaman Resources Pty
Ltd

Hanking Australia
Investment Pty Ltd

Buyer

Patina Resources Pty
Ltd

Doray Minerals Ltd

Tanami Gold NL

Saracen Mineral
Holdings Ltd

Black Oak Minerals
Ltd

Synertec Corporation
Ltd

Territory Minerals
Limited

Tanami Gold NL

Excelsior Gold Ltd

Minjar Gold Pty Ltd

Primary Gold Ltd

Seller

100%

100%

100%

100%

100%

100%

80%

15%

100%

100%

100%

Interest

4.81

8.58

5.41

6.90

1.96

7.37

1.69

2.77

1.74

1.13

1.07

Gold
grade
(g/t)

36,000

505,000

523,000

99,000

333,524

168,000

618,000

2,744,000

824,000

547,000

1,996,100

Gold
ounces

78%

73%

48%

49%

76%

12%

67%

59%

69%

78%

75%

M+I class.
proportion
%

$1,000,000

$10,000,000

$4,000,000

$2,000,000

$13,000,000

$3,500,000

$1,650,000

$20,000,000

$32,490,000

$12,000,000

$37,010,000

Consideration
(100% basis)
A$

$27.78

$19.80

$7.65

$20.20

$38.98

$20.83

$3.34

$48.59

$39.43

$21.94

$18.54

Implied
value
(A$/oz)
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Previous operation

Care and maintenance

Care and maintenance

Previous operation

Pre-production

Early

Exploration

Care and maintenance

Prefeasibility

Previous operation

Pre-production

Stage

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver Lake Resources Limited

For personal use only

For personal use only

Independent Mineral Specialist Report on the merger of Doray Minerals Limited and Silver
Lake Resources Limited

Appendix B

Glossary of technical terms
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Term

Explanation

Abbreviations

A$ - Australian dollars, BAC - Base Acquisition Cost, E - Exploration licence, EV - Enterprise Value, g/t grams per tonne, km - kilometre, km2 - square kilometre, koz – thousand ounces, m - metre, m3 - cubic
metres, Ma - million years, mm - millimetre, M - million, MOU - Memorandum of understanding, Mt million tonnes, Mtpa - million tonnes per annum, NPV - Net Present Value, % - percentage, t - metric
tonnes, tpa – tonnes per annum, US$ - United States dollars.
A fine grained igneous rock consisting mostly of plagioclase feldspar and pyroxene.
In general terms older, typically crystalline rocks which are often covered by younger rocks.

basalt
basement/bedrock
block model

A model comprised of rectangular blocks, each with attributes such as grades, rock types, codes that
represents a given mineral deposit.

bulk density

A property of particulate materials. It is the mass of many particles of the material divided by the
volume they occupy. The volume includes the space between particles as well as the space inside the
pores of individual particles.

concentrate

End product of the flotation process.

Depletion/
depleted

The grade that differentiates between mineralised material that is economic to mine and material that
is not.
The consumption of a natural resource through mining. The allowance for mining depletion in a
Mineral Resource or Ore Reserve.

dolerite

Basaltic rocks which are comparatively coarse grained.

drillhole data

Data collected from the drilling, sampling and assaying of drill holes.

Feasibility Study

A mining and or processing study into the economic development of a project for which the inputs have
an accuracy of 5% to 10%.

gneiss

A high grade metamorphic rock that display distinct and alternating mineral foliation.

cut-off grade

granite

A felsic intrusive rock with a granular texture.

igneous

Rock is formed through the cooling and solidification of magma or lava.

Indicated Mineral
Resource

'An 'Indicated Mineral Resource' is that part of a Mineral Resource for which tonnage, densities, shape,
physical characteristics, grade and mineral content can be estimated with a reasonable level of
confidence. It is based on exploration, sampling and testing information gathered through appropriate
techniques from locations such as outcrops, trenches, pits, workings and drill holes. The locations are
too widely or inappropriately spaced to confirm geological and/or grade continuity but are spaced
closely enough for continuity to be assumed.' (JORC 2012)

Inferred Mineral
Resource

JORC Code
kriging
lithology
metallurgy

Mineral Resource

‘An ‘Inferred Mineral Resource’ is that part of a Mineral Resource for which tonnage, grade and mineral
content can be estimated with a low level of confidence. It is inferred from geological evidence and
assumed but not verified geological and/or grade continuity. It is based on information gathered
through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes
which may be limited or of uncertain quality and reliability.’(JORC 2012)
The JORC Code provides minimum standards for public reporting to ensure that investors and their
advisers have all the information they would reasonably require for forming a reliable opinion on the
results and estimates being reported. The current version is dated 2012.
In geostatistics, a method of estimating a value(s) at a given point by computing a weighted average of
the known values in the neighbourhood of the point.
The study and description of rocks, including their mineral composition and texture.
Study of the physical properties of metals as affected by composition, mechanical working and heat
treatment.
‘A ‘Mineral Resource’ is a concentration or occurrence of material of intrinsic economic interest in or on
the Earth’s crust in such form, quality and quantity that there are reasonable prospects for eventual
economic extraction. The location, quantity, grade, geological characteristics and continuity of a
Mineral Resource are known, estimated or interpreted from specific geological evidence and
knowledge. Mineral Resources are sub-divided, in order of increasing geological confidence, into
Inferred, Indicated and Measured categories.’ (JORC 2012).

mineralisation

The process by which a mineral or minerals are introduced into a rock, resulting in a valuable deposit.

Ore Reserve

'An 'Ore Reserve' is the economically mineable part of a Measured and/or Indicated Mineral Resource.
It includes diluting materials and allowances for losses, which may occur when the material is mined.
Appropriate assessments and studies have been carried out, and include consideration of and
modification by realistically assumed mining, metallurgical, economic, marketing, legal, environmental,
social and governmental factors. These assessments demonstrate at the time of reporting that
extraction could reasonably be justified. Ore Reserves are sub-divided in order of increasing confidence
into Probable Ore Reserves and Proved Ore Reserves.' (JORC, 2012)

ore zone /ore body

Zone of mineralised material.

orogeny/orogenic

Relating to tectonic forces resulting in large scale deformation of portions of the earth’s crust.
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Term

Explanation

reverse circulation
drilling (RC)

Drilling method that uses compressed air and a hammer bit to produce rock chips.

sedimentary

Rock forming process where material is derived from pre-existing rocks by weathering and erosion.

tenement

A generic term for an exploration or mining licence or lease.

VALMIN Code

The Code for the Technical Assessment and Valuation of Mineral and Petroleum Assets for Independent
Expert Reports (2005), sponsored by the AusIMM, the ASX, the AIG and MICA among others.

volcanic

An igneous rock of volcanic origin.
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Appendix 4 – Discount Rates
Determining the correct discount rate, or cost of capital, for a business requires the identification and
consideration of a number of factors that affect the returns and risks of a business, as well as the
application of widely accepted methodologies for determining the returns of a business.
The discount rate applied to the forecast cash flows from a business represents the financial return that
will be required before an investor would be prepared to acquire (or invest in) the business.
The capital asset pricing model (‘CAPM’) is commonly used in determining the market rates of return for
equity type investments and project evaluations. In determining a business’ WACC, the CAPM results are
combined with the cost of debt funding. WACC represents the return required on the business, whilst
CAPM provides the required return on an equity investment.
In our assessment of the appropriate discount rate for Doray and the Proposed Merged Entity, we consider
the most appropriate discount rate to apply to the cash flows of Doray and the Proposed Merged Entity is
the cost of equity, being the return required on an equity investment.
In assessing the discount rate applicable to the cash flows of Doray, we have considered the funding
structure of the Adjusted Doray Model. Per the audited financial statements as at 30 June 2018, Doray had
approximately $17.5 million in borrowings compared to its book value of equity of approximately $139.3
million. This relates to a Westpac loan which is secured over the assets of Andy Well and Deflector. In the
Adjusted Doray Model, financing cash flows are accounted for in the model. Therefore, the cash flows
considered by the model are reflective of the cash flows to equity holders.
In assessing the discount rate applicable to the cash flows of the Proposed Merged Entity, we have
considered the funding structure of the Adjusted Silver Lake Model. Per the audited financial statements
as at 30 June 2018, Silver Lake had no borrowings. Furthermore, there is no debt over the forecast period
in the Adjusted Silver Lake Model and, like Doray, Silver Lake’s Operating Assets are already producing
and are self-funding. Therefore, the cash flows considered by the model are entirely to the company’s
equity holders. In summary, we have used the cost of equity as our discount rate for our DCF valuation of
the respective company’s projects.
Cost of Equity and Capital Asset Pricing Model
CAPM is based on the theory that a rational investor would price an investment so that the expected
return is equal to the risk free rate of return plus an appropriate premium for risk. CAPM assumes that
there is a positive relationship between risk and return, that is, investors are risk averse and demand a
higher return for accepting a higher level of risk.
CAPM calculates the cost of equity and is calculated as follows:
CAPM
Ke

= Rf + β x (Rm – Rf)

Where:
Ke

= expected equity investment return or cost of equity in nominal terms

Rf

= risk free rate of return

Rm

= expected market return

Rm – Rf

= market risk premium
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CAPM
= equity beta
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β

The individual components of CAPM are discussed below.
Risk Free Rate (Rf)
The risk free rate is normally approximated by reference to a long term government bond rate with a
maturity equivalent to the timeframe over which the returns from the assets are expected to be received.
In both the Adjusted Doray Model and the Adjusted Silver Lake Model, the forecast period over which the
DCF valuation was conducted over was approximately four and five years, respectively. The forecast
period for the Adjusted Doray Model ends in 2022 while the Adjusted Silver Lake Model ends in 2023.
Therefore, we have adopted a risk free rate based on a five-year maturity period.
In determining an appropriate five-year bond rate to use as a proxy for the risk free rate we have given
consideration to the five-year Australian Government Bond rate and projections of the five-year Australian
Government Bond rate based on implied forwards. Based on this analysis, we have used a risk free rate of
2.5% in our discount rate assessment.
Market Risk Premium (Rm – Rf)
The market risk premium represents the additional return that investors expect from an investment in a
well-diversified portfolio of assets. It is common to use a historical risk premium, as expectations are not
observable in practice. In order to determine an appropriate market risk premium in Australia, we have
analysed historical data. Our sample of data included the daily historical market risk premiums in
Australia over the last ten years.
The market risk premium is derived on the basis of capital weighted average return of all members of the
S&P 200 Index minus the risk free rate, which is dependent on the 10-year Australian Government Bond
rate.
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Australian Market Risk Premiums
(observed over last ten years)

No. of observed market risk premiums
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Market risk premium range

Source: Bloomberg and BDO analysis

The graph above illustrates the frequency of observations of the Australian market risk premium over the
past ten years. The graph indicates that a high proportion of the sample data for Australian market risk
premiums lie in the range of 6% to 8%. This is supported by the long term historical average market risk
premium of between 6% and 8%, which is commonly used in practice. For the purpose of our Report we
have adopted a market risk premium of between 6% and 8%.
Equity Beta
Beta is a measure of the expected correlation of an investment’s return over and above the risk free rate,
relative to the return over and above the risk free rate of the market; a beta greater than one implies
that an investment’s return will outperform the market’s average return in a bullish market and
underperform the market’s average return in a bearish market. On the other hand, a beta less than one
implies that the business will underperform the market’s average return in a bullish market and
outperform the market’s average return in a bearish market.
Equity betas are normally estimated using either an historical beta or an adjusted beta. The historical
beta is obtained from the linear regression of a stock’s historical data and is based on the observed
relationship between the security’s return and the returns on an index. An adjusted beta is calculated
based on the assumption that the relative risk of the past will continue into the future, and is hence
derived from historical data. It is then modified by the assumption that a stock will move towards the
market over time, taking into consideration the industry risk factors, which make the operating risk of the
company greater or less risky than comparable listed companies.
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It is important to note that it is not possible to compare the equity betas of different companies without
having regard to their gearing levels. It is generally accepted that a more valid analysis of betas can be
achieved by ‘ungearing’ the equity beta to derive an asset beta (β a) by applying the following formula:
Asset beta (βa)
βa

= β / (1+(D/E x (1-t))

Where:
βa

= ungeared or asset beta

β

= equity beta

D

= value of debt

E

= value of equity

t

= corporate tax rate

Selected Beta (β)
In order to assess the appropriate equity beta for Doray and the Proposed Merged Entity, we have had
regard to the equity beta of ASX-listed companies predominantly involved in the production of gold. We
have assessed the equity beta for both Doray and the Proposed Merged Entity separately, as the Proposed
Merged Entity will be significantly larger in terms of total assets, total gold production, total book value of
equity and market capitalisation. In addition to these factors, we have also considered the number of gold
mines the companies own in identifying an appropriate list of comparable companies.
The betas below have been assessed over a five-year period using monthly returns as well as over a twoyear period using weekly returns, both against the S&P/ASX All Ordinaries Gold Index. We have assessed
returns against this index as we deem the S&P/ASX All Ordinaries Gold Index to better capture the
systematic risks associated with investing in ASX-listed gold miners compared to a broader market index.
We also note that the correlations observed when assessing beta relative to a broader market index were
weak, which rendered the betas less meaningful.
For Doray, the list of comparable companies we selected are set out below:
Doray Comparable Companies: Beta calculations based on 5-year monthly returns
Market
Capitalisation

Geared Beta

13-Nov-18

(β)

Company

Gross

Ungeared

Debt/Equity

Beta

(%)

(βa)

R²

(A$m)
Alkane Resources Limited

114

0.66

0%

0.66

0.08

Beadell Resources Limited

84

1.16

34%

0.93

0.46

Blackham Resources Limited

56

1.36

31%

1.11

0.28

Doray Minerals Limited

161

1.04

15%

0.94

0.32

Medusa Mining Limited

65

0.94

11%

0.87

0.24

154

1.34

1%

1.34

0.17

Millennium Minerals Limited
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Market
Capitalisation

Geared Beta

13-Nov-18

(β)

Company

Gross

Ungeared

Debt/Equity

Beta

(%)

(βa)

R²

(A$m)
Red 5 Limited

87

1.00

3%

0.98

0.24

Troy Resources Limited

55

1.16

24%

0.99

0.32

Mean

97

1.08

15%

0.98

0.26

Median

86

1.10

13%

0.96

0.26

Source: Bloomberg and BDO analysis

Doray Comparable Companies: Beta calculations based on 2-year weekly returns
Market
Capitalisation

Geared Beta

13-Nov-18

(β)

Company

Gross

Ungeared

Debt/Equity

Beta

(%)

(βa)

R²

(A$m)
Alkane Resources Limited

114

0.78

0%

0.78

0.11

Beadell Resources Limited

84

1.20

34%

0.97

0.33

Blackham Resources Limited

56

1.13

31%

0.93

0.14

Doray Minerals Limited

161

0.94

15%

0.85

0.16

Medusa Mining Limited

65

0.83

11%

0.77

0.16

154

1.00

1%

1.00

0.24

Red 5 Limited

87

0.48

3%

0.47

0.01

Troy Resources Limited

55

1.07

24%

0.92

0.16

Mean

97

0.93

15%

0.84

0.16

Median

86

0.97

13%

0.89

0.16

Millennium Minerals Limited

Source: Bloomberg and BDO analysis
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For the Proposed Merged Entity, the list of comparable companies we selected are set out below:
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Proposed Merged Entity Comparable Companies: Beta calculations based on 5-year monthly returns
Market
Capitalisation

Geared Beta

13-Nov-18

(β)

Company

Gross

Ungeared

Debt/Equity

Beta

(%)

(βa)

R²

(A$m)
Doray Minerals Limited

161

1.04

15%

0.94

0.32

Perseus Mining Limited

388

1.05

12%

0.97

0.32

Ramelius Resources Limited

214

1.46

0%

1.46

0.38

2,092

1.10

0%

1.10

0.55

Silver Lake Resources Limited

264

1.12

0%

1.12

0.39

Tribune Resources Limited

263

0.66

2%

0.65

0.18

Westgold Resources Limited

385

1.03

8%

0.98

0.20

Mean

538

1.07

5%

1.03

0.33

Median

264

1.05

2%

0.98

0.32

Saracen Mineral Holdings Limited

Source: Bloomberg and BDO analysis

Proposed Merged Entity Comparable Companies: Beta calculations based on 2-year weekly returns
Market
Capitalisation

Geared Beta

13-Nov-18

(β)

Company

Gross

Ungeared

Debt/Equity

Beta

(%)

(βa)

R²

(A$m)
Doray Minerals Limited

161

0.94

15%

0.85

0.16

Perseus Mining Limited

388

1.16

12%

1.07

0.39

Ramelius Resources Limited

214

0.82

0%

0.82

0.18

2,092

1.11

0%

1.11

0.59

Silver Lake Resources Limited

264

1.09

0%

1.09

0.43

Tribune Resources Limited

263

0.77

2%

0.76

0.08

Westgold Resources Limited

385

0.86

8%

0.82

0.26

Mean

538

0.96

5%

0.93

0.30

Median

264

0.94

2%

0.85

0.26

Saracen Mineral Holdings Limited

Source: Bloomberg and BDO analysis
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Descriptions of the comparable companies are provided at the end of this appendix.
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In selecting an appropriate beta for Doray and the Proposed Merged Entity, we have considered the
similarities and differences between them and their set of comparable companies as set out above. The
comparable similarities and differences noted are:


some of the comparable companies listed above were selected based on similar amounts of total
assets as determined by their book values as at the latest available financial year end. However,
these assets have varying risk profiles depending on the maturity of the assets and stages and
location of production;



although not all companies in the list have similar metrics across each of the assessed factors, we
still consider them to be comparable companies as they have sufficient similarities on an overall
basis; and



Alkane Resources Limited (‘ALK’) operates as a multi-commodity miner, however the majority of
its earnings come from its gold operations, therefore it is exposed to similar risk factors as Doray.

In selecting an appropriate ungeared beta for Doray and the Proposed Merged Entity, we have considered
the ungeared betas of the companies listed above along with the above factors. Furthermore, as Doray’s
Deflector mine had only commenced production in 2016, Doray’s beta over a 2-year period is more
reflective of the systematic risk of the Company going forward. Therefore, the assessed betas from the 2year period were used instead of the betas from the 5-year period.
As set out in the tables above, the ungeared beta for the list of comparable companies, based on the 2year period, ranges from 0.47 to 1.00 with a median of 0.89. This list includes Doray, which has an
ungeared beta of 0.94.
The ungeared beta for the list of Proposed Merged Entity comparable companies, based on the 2-year
period, ranges from 0.76 to 1.11 with a median of 0.85. This list includes Doray and Silver Lake, which
have ungeared betas of 0.85 and 1.09, respectively.
Based on our analysis, we consider an appropriate ungeared beta to be in the range of 0.85 to 1.00 for
Doray, and 0.80 to 0.90 for the Proposed Merged Entity. We have then regeared the ungeared beta based
on a zero debt to equity structure for both Doray and the Proposed Merged Entity as the long-term target
debt to equity ratio is nil in both cases. Consequently, the regeared betas are identical to the ungeared
betas for both Doray and the Proposed Merged Entity.
Cost of Equity
We have assessed the cost of equity of Doray prior to the Schemes to be in the range of 7.6% to 10.5% with
our preferred value being a rounded midpoint of 9.0%.
Input
Risk free rate of return
Equity market risk premium
Beta (regeared)
Cost of Equity

Value adopted
Low
2.5%
6.0%
0.85
7.6%

High
2.5%
8.0%
1.00
10.5%

Source: Bloomberg and BDO analysis

We have also assessed the cost of equity of the Proposed Merged Entity to be in the range of 7.3% to 9.7%
with our preferred value being a midpoint of 8.5%.
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Input

Low
2.5%
6.0%
0.80
7.3%

Risk free rate of return
Equity market risk premium
Beta (regeared)
Cost of Equity

High
2.5%
8.0%
0.90
9.7%

Source: Bloomberg and BDO analysis

Set out below are the company descriptions of the companies we considered in our comparable company
analysis.
Company name

Company description

Alkane Resources Limited

Alkane Resources Limited operates as a multi-commodity mining and exploration
company in the Central West of New South Wales in eastern Australia. The company
operates through two segments, Gold Operations and Rare Metals. It explores for
gold, copper, zirconium, hafnium, niobium, tantalum, yttrium, and rare earth
elements. The company holds an interest in the Tomingley Gold project that consists
of five exploration licenses and the Dubbo project located in New South Wales. Its
exploration projects comprise the Bodangora, Kaiser, Finns Crossing, Cudal, Peak
Hill, Wellington, Elsienora, Rockley, and Orange East projects. The company is
headquartered in Burswood, Australia.

Beadell Resources Limited

Beadell Resources Limited operates as a gold producer in Brazil and Australia. Its
primary property is the Tucano gold mine covering an area of approximately 2,500
square kilometres of gold exploration tenements located in the Amapá state,
northern Brazil. The company is headquartered in West Perth, Australia.

Blackham Resources Limited

Blackham Resources Limited explores for and produces gold properties in Australia.
The company holds interest in the Matilda Gold project and the Wiluna Gold Plant
located in Australia. Blackham Resources Limited is based in West Perth, Australia.

Doray Minerals Limited

Doray Minerals Limited explores for and produces gold and copper in Australia. Its
projects include the Deflector gold-copper mine that consists of gold bullion and
gold-copper concentrates in the southern Murchison region of Western Australia. The
Company was founded in 2009 and is based in West Perth, Australia.

Medusa Mining Limited

Medusa Mining Limited, together with its subsidiaries, engages in the exploration,
evaluation, development, mining, and production of gold properties. The company
also explores for silver and copper deposits. It holds interests in the Co-O mine
covering 596 square kilometres located in the Philippines. The company was founded
in 2002 and is based in South Perth, Australia.

Millennium Minerals Limited

Millennium Minerals Limited explores for, develops, mines, and processes gold
properties in Australia. It holds a 100% interest in the Nullagine gold project that
covers an area of 276 square kilometres located in the East Pilbara of Western
Australia. The company is based in Belmont, Australia.
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Company name

Company description

Perseus Mining Limited

Perseus Mining Limited explores, evaluates, develops, and mines for gold properties
in West Africa. It owns interests in the Edikan gold mine and Grumesa project
located in Ghana; and Sissingué and Yaoure gold projects located in Côte d’Ivoire, as
well as Mahalé, Mbengué, and Napié licenses in Côte d’Ivoire. The company was
incorporated in 2003 and is based in Subiaco, Australia.

Ramelius Resources Limited

Ramelius Resources Limited engages in the exploration, mine development and
operation, and production of gold in Australia. The company holds interest in the
Edna May gold deposit located within the Westonia Greenstone Belt, Western
Australia; Mt Magnet gold project located within the north-south striking
Meekatharra-Mt Magnet greenstone belt of the Western Australian Murchison
province; and the Vivien gold deposit located to the west of the town of Leinster in
Western Australia. It also has interests in the Water Tank Hill/St George deposits,
Coogee gold project, and Kathleen Valley gold project in Western Australia; Tanami
joint venture gold project in the central Australian Tanami Desert; and the
exploration permit for minerals holdings in north Queensland. Ramelius Resources
Limited is headquartered in East Perth, Australia.

Red 5 Limited

Red 5 Limited, together with its subsidiaries, engages in the exploration, production,
and mining of gold deposits and mineral properties in the Philippines and Australia.
The company holds interests in the Siana Gold project located in the southern
Philippine Island of Mindanao; King of the Hills Gold project located in the Eastern
Goldfields of Western Australia; and Darlot Gold mine situated in the north-east of
Perth in Western Australia. Red 5 Limited is based in West Perth, Australia.

Saracen Mineral Holdings Limited

Saracen Mineral Holdings Limited, a gold producing company, that also explores for
and develops other mineral properties in Australia. The company explores for gold
and nickel deposits. It owns 100% interests in the Carosue Dam operations located to
the north-east of Kalgoorlie, Western Australia; and Thunderbox operations located
in the Yandal and the Agnew-Wiluna belts in the North Eastern Goldfields of Western
Australia. Saracen Mineral Holdings Limited is headquartered in Perth, Australia.

Silver Lake Resources Limited

Silver Lake Resources Limited, together with its subsidiaries, operates as a gold
producing and exploration company in Australia. It also explores for silver deposits.
The company holds interests in the Mount Monger goldfield project located within
the Kalgoorlie terrane subdivision of the Eastern Goldfields province. Silver Lake
Resources Limited is headquartered in South Perth, Australia.

Tribune Resources Limited

Tribune Resources Limited is a gold producing company, that also explores for and
develops mineral properties in Australia. The company focuses on the East Kundana
and West Kundana joint venture tenements, which covers the Raleigh underground
gold mine. The company is based in South Perth, Australia.

Troy Resources Limited

Troy Resources Limited engages in the exploration and production of gold in South
America. The company primarily holds interests in the Karouni gold project located
in Guyana. It also has interest Ohio Creek Prospect Guyana, which encompasses 28
contiguous small claim mining licenses represent an aggregate area of approximately
270.4 hectares. Troy Resources Limited was founded in 1984 and is based in West
Perth, Australia.
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Company name

Company description

Westgold Resources Limited

Westgold Resources Limited engages in the exploration, development, mining, and
treatment of gold assets primarily in Western Australia. The company’s principal
assets include the Meekatharra gold, Cue gold, Higginsville gold, Fortnum gold, and
Rover projects. It also explores for iron oxide, copper, lead, zinc, and silver deposits,
as well as provides contract mining services. The company was founded in 1987 and
is headquartered in Perth, Australia.

Source: S&P Capital IQ and BDO analysis
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Appendix 5 – Corporate cost comparable
companies
Company Name

Company Description

Aurelia Metals Limited

Aurelia Metals Limited explores for and develops mineral properties
in Australia. The company primarily explores for gold, silver, lead,
zinc, copper, and tin-tungsten deposits. Its flagship asset is the HeraNymagee project consisting of Hera gold and base metal deposit, as
well as the Nymagee copper deposit located in Cobar in western New
South Wales. The company was formerly known as YTC Resources
Limited and changed its name to Aurelia Metals Limited in June 2014.
Aurelia Metals Limited is headquartered in Orange, Australia.

Grange Resources Limited

Grange Resources Limited engages in the integrated iron ore mining
and pellet production business in the northwest region of Tasmania.
The company is involved in the mining, processing, and sale of iron
ore; and exploration, evaluation, and development of mineral
resources at the Southdown Magnetite and related Pellet plant
projects. It owns interests in the Savage River magnetite iron ore
mine located to the southwest of the city of Burnie. The company is
based in Burnie, Tasmania.

Metals X Limited

Metals X Limited engages in the operation of tin and copper mines in
Australia. The company is also involved in the exploration and
development of base metals projects. The company holds a 50%
interest in the Renison tin project located on the west coast of
Tasmania and a 100% interest in the Nifty copper project, as well as
Maroochydore copper project in Western Australia. It also holds a
100% interest in the Central Musgrave project that covers an area of
2,000 square kilometres of exploration tenure, including the
Wingellina nickel deposit, the Claude Hills nickel deposit, and the Mt
Davies exploration prospects located in the Central Musgrave ranges.
The company was incorporated in 2004 and is based in Perth, Western
Australia.

Mount Gibson Iron Limited

Mount Gibson Iron Limited, together with its subsidiaries, engages in
the mining, exploration, crushing, transportation, and sale of
hematite iron ore deposits in Australia. The company primarily
operates the Koolan Island mine located in the Kimberley coast of
Western Australia; and the Extension Hill/Iron Hill mine located in
the Mount Gibson range in the mid-west region of Western Australia.
Mount Gibson Iron Limited was founded in 1996 and is based in West
Perth, Australia.
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Company Name

Company Description

Ramelius Resources Limited

Ramelius Resources Limited engages in the exploration, mine
development and operation, and production of gold in Australia. The
company holds interest in the Edna May gold deposit located within
the Westonia Greenstone Belt, Western Australia; Mt Magnet gold
project located within the north-south striking Meekatharra-Mt
Magnet greenstone belt of the Western Australian Murchison
province; and the Vivien gold deposit located to the west of the town
of Leinster in Western Australia. It also has interests in the Water
Tank Hill/St George deposits, Coogee gold project, and Kathleen
Valley gold project in Western Australia; Tanami joint venture gold
project in the central Australian Tanami Desert; and the exploration
permit for minerals holdings in north Queensland. Ramelius Resources
Limited is headquartered in East Perth, Australia.

Sandfire Resources NL

Sandfire Resources NL explores for, evaluates, and develops mineral
tenements and projects in Australia and internationally. It operates
through two segments, DeGrussa Mine, and Exploration and
Evaluation. The company primarily explores for copper, gold, and
silver, as well as volcanogenic massive sulphide deposits. Its flagship
project is a 100% owned DeGrussa copper-gold mine located in the
Bryah Basin mineral province of Western Australia. Sandfire Resources
NL is based in West Perth, Australia.

Tribune Resources Limited

Tribune Resources Limited is a gold producing company, that also
explores for and develops mineral properties in Australia. The
company focuses on the East Kundana and West Kundana joint
venture tenements, which covers the Raleigh underground gold mine.
The company is based in South Perth, Australia.

Western Areas Limited

Western Areas Limited mines for, processes, and sells nickel sulphide
concentrates in Australia. The company develops high grade nickel
mines; and explores for nickel sulphides and other base metals. Its
flagship property is the Forrestania project located in Western
Australia. Western Areas Limited was founded in 1999 and is
headquartered in West Perth, Australia.

Westgold Resources Limited

Westgold Resources Limited engages in the exploration,
development, mining, and treatment of gold assets primarily in
Western Australia. The company’s principal assets include the
Meekatharra gold, Cue gold, Higginsville gold, Fortnum gold, and
Rover projects. It also explores for iron oxide, copper, lead, zinc, and
silver deposits, as well as provides contract mining services. The
company was founded in 1987 and is headquartered in Perth,
Australia.

Source: S&P Capital IQ and BDO analysis
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The following table summarises the details of each of the tenements in which Doray
holds an interest as at 29 January 2019.
Lease

Status

Project

Expiry
Date

Registered Holder or Applicant

Ownership

E51/1217^*

Granted

Andy Well

21/01/2020

Andy Well Mining Pty Ltd

100%

E51/1625^

Granted

Andy Well

14/07/2020

Doray Minerals Limited

100%

E51/1626^

Granted

Andy Well

16/07/2020

Doray Minerals Limited

100%

E51/1648^

Granted

Andy Well

20/03/2021

Gascoyne Resources (WA) Pty
Ltd

0% Farming-in

M51/870^*+

Granted

Andy Well

26/04/2033

Andy Well Mining Pty Ltd

100%

E59/1240

Granted

Deflector

9/07/2019

Brandy Hill Iron Pty Ltd

100%

E59/1241§

Granted

Deflector

4/08/2019

Gullewa Gold Project Pty Ltd

100%

E59/1242§

Granted

Deflector

9/07/2019

Gullewa Gold Project Pty Ltd

100%

E59/1274

Granted

Deflector

19/11/2019

Brandy Hill Iron Pty Ltd

100%

E59/1275

Granted

Deflector

6/04/2019

Deflector Mining Ltd

100%

E59/2156

Granted

Deflector

22/12/2021

Deflector Mining Ltd

100%

E59/2173

Granted

Deflector

26/03/2022

Deflector Mining Ltd

100%

L59/35

Granted

Deflector

24/10/2019

Central Infrastructure Pty Ltd

100%

L59/49

Granted

Deflector

1/03/2021

Deflector Gold Pty Ltd

100%

L59/50

Granted

Deflector

1/03/2021

Central Infrastructure Pty Ltd

100%

L59/64

Granted

Deflector

17/04/2033

Deflector Gold Pty Ltd

100%

L59/70

Granted

Deflector

18/09/2031

Central Infrastructure Pty Ltd

100%

L59/71

Granted

Deflector

18/09/2031

Deflector Gold Pty Ltd

100%

L59/158

Application

Deflector

Deflector Gold Pty Ltd

100%

L59/159

Application

Deflector

Deflector Gold Pty Ltd

100%

L59/160

Application

Deflector

Deflector Gold Pty Ltd

100%

M59/132§

Granted

Deflector

25/01/2031

Gullewa Gold Project Pty Ltd

100%

M59/133

Granted

Deflector

1/12/2030

Brandy Hill Iron Pty Ltd

100%

M59/224

Granted

Deflector

1/07/2033

Brandy Hill Iron Pty Ltd

100%

M59/294§

Granted

Deflector

6/12/2035

Central Infrastructure Pty Ltd

100%

M59/335§

Granted

Deflector

17/10/2036

Gullewa Gold Project Pty Ltd

100%

M59/336§

Granted

Deflector

17/10/2036

Gullewa Gold Project Pty Ltd

100%

M59/356§

Granted

Deflector

5/12/2036

Gullewa Gold Project Pty Ltd

100%

M59/391§

Granted

Deflector

6/02/2038

Gullewa Gold Project Pty Ltd

100%

M59/392§

Granted

Deflector

6/02/2038

Gullewa Gold Project Pty Ltd

100%

M59/442§

Granted

Deflector

4/11/2039

Deflector Gold Pty Ltd

100%
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Lease

Status

Project

Expiry
Date

Registered Holder or Applicant

Ownership

M59/49§

Granted

Deflector

18/03/2029

Central Infrastructure Pty Ltd

100%

M59/507§

Granted

Deflector

13/12/2019

Central Infrastructure Pty Ltd

100%

M59/522§

Granted

Deflector

8/03/2022

Central Infrastructure Pty Ltd

100%

M59/530§

Granted

Deflector

27/08/2022

Gullewa Gold Project Pty Ltd

100%

M59/531§

Granted

Deflector

2/05/2022

Gullewa Gold Project Pty Ltd

100%

M59/68α

Granted

Deflector

8/12/2029

Gullewa Gold Project Pty Ltd

100%

E51/1577^

Granted

Gnaweeda

7/10/2019

Doray Minerals Limited

100%

E51/1596^

Granted

Gnaweeda

7/10/2019

Doray Minerals Limited

100%

E51/926^●

Granted

Gnaweeda

30/07/2019

Doray Minerals Limited

100%

E51/927^●

Granted

Gnaweeda

30/07/2019

Doray Minerals Limited

100%

L51/97^

Granted

Gnaweeda

4/12/2038

Andy Well Mining Pty Ltd

100%

M51/882^

Application

Gnaweeda

Doray Minerals Limited

100%

P51/2652^●

Granted

Gnaweeda

14/07/2019

Doray Minerals Limited

100%

E53/1466

Granted

Horse Well

22/07/2020

Doray Minerals Limited/Alloy
Resources Ltd

49%

E53/1471

Granted

Horse Well

22/07/2020

Doray Minerals Limited/Alloy
Resources Ltd

49%

E53/1924

Granted

Horse Well

24/07/2022

Doray Minerals Limited/Alloy
Resources Ltd

49%

E69/1772

Granted

Horse Well

1/06/2019

Doray Minerals Limited/Alloy
Resources Ltd

49%

E69/2492β

Granted

Horse Well

11/03/2020

Doray Minerals Limited/Alloy
Resources Ltd

49%

E69/2765

Granted

Horse Well

4/05/2021

Doray Minerals Limited/Alloy
Resources Ltd

49%

E69/2820

Granted

Horse Well

5/05/2021

POZ Minerals Ltd/Doray
Minerals Limited/Alloy
Resources Ltd

39.2%

E69/3427

Granted

Horse Well

9/10/2021

Doray Minerals Limited/Alloy
Resources Ltd

49%

Notes:
^ The Doray Group's interest in this tenement is proposed to be sold to Westgold Resources Limited
pursuant to a conditional sale agreement, through which Westgold will acquire 100% of the issued capital
of Andy Well Mining Pty Ltd, subject to completion occurring. Refer to Section 4.2(d) for details.
* Subject to 1% net smelter royalty payable to Walter Scott Wilson.
+ Subject

§

to a variable net smelter royalty payable to the Yugunga Nya Native Title Group.

Subject to a 1% gross revenue royalty payable to Gullewa Limited.

α Subject

to a royalty of 1% of gold produced and 3% net profit royalty for all minerals payable to Florence
Wood, Peter Wood and Donald Searle.
●

Subject to a royalty of 10% net profit interest payable to Teck Australia Pty Ltd and a royalty of $250,000
per 50k oz production, up to $1m total to Archean Star Resources Australia Pty Ltd.

β

Subject to a 2% net smelter royalty payable to Wayne Jones.
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The following table summarises the details of each of the tenements in which Silver
Lake holds an interest as at 29 January 2019.
Lease

Status

Project

Expiry Date

Registered Holder or Applicant

Ownership

E28/2229

Granted

Aldiss Gold

4/10/2022

Silver Lake (Integra) Pty Limited

100%

G28/0001^*

Granted

Aldiss Gold

13/06/2030

Freeport of Australia Inc

100%

G28/0002^*

Granted

Aldiss Gold

13/06/2030

Freeport of Australia Inc

100%

G28/0003^*

Granted

Aldiss Gold

13/06/2030

Freeport of Australia Inc

100%

G28/0004^*

Granted

Aldiss Gold

13/06/2030

Freeport of Australia Inc

100%

L28/0053

Granted

Aldiss Gold

17/08/2037

Silver Lake (Integra) Pty Limited

100%

L28/0055

Granted

Aldiss Gold

11/04/2038

Silver Lake (Integra) Pty Limited

100%

L28/0056

Granted

Aldiss Gold

8/08/2039

Silver Lake (Integra) Pty Limited

100%

L28/0057

Granted

Aldiss Gold

25/06/2038

Silver Lake (Integra) Pty Limited

100%

M28/0043^*

Granted

Aldiss Gold

30/12/2029

Silver Lake (Integra) Pty Limited

100%

M28/0171^

Granted

Aldiss Gold

10/08/2025

Silver Lake (Integra) Pty Limited

100%

M28/0208^*

Granted

Aldiss Gold

31/08/2030

Silver Lake (Integra) Pty Limited

100%

M28/0289^*

Granted

Aldiss Gold

14/07/2037

Silver Lake (Integra) Pty Limited

100%

G26/0167

Granted

Mt Monger

6/01/2036

Silver Lake (Integra) Pty Limited

100%

G26/0168

Granted

Mt Monger

12/12/2038

Silver Lake Resources Ltd

100%

L25/0014

Granted

Mt Monger

28/08/2021

Silver Lake (Integra) Pty Limited

100%

L25/0016

Granted

Mt Monger

28/08/2021

Silver Lake (Integra) Pty Limited

100%

L25/0017

Granted

Mt Monger

15/10/2021

Silver Lake (Integra) Pty Limited

100%

L25/0018

Granted

Mt Monger

15/10/2021

Silver Lake (Integra) Pty Limited

100%

L25/0023

Granted

Mt Monger

27/11/2021

Silver Lake (Integra) Pty Limited

100%

L26/0162

Granted

Mt Monger

30/04/2021

Silver Lake (Integra) Pty Limited

100%

M25/0117

Granted

Mt Monger

16/01/2036

Silver Lake (Integra) Pty Limited

100%

M26/0148

Granted

Mt Monger

6/08/2029

Silver Lake (Integra) Pty Limited

100%

M26/0197

Granted

Mt Monger

13/03/2030

Silver Lake (Integra) Pty Limited

100%

M26/0248

Granted

Mt Monger

22/11/2030

Silver Lake (Integra) Pty Limited

100%

M26/0249

Granted

Mt Monger

22/11/2030

Silver Lake (Integra) Pty Limited

100%

M26/0357

Granted

Mt Monger

11/04/2033

Silver Lake (Integra) Pty Limited

100%

M26/0364

Granted

Mt Monger

11/04/2033

Silver Lake (Integra) Pty Limited

100%

M26/0391

Granted

Mt Monger

28/05/2034

Silver Lake (Integra) Pty Limited

100%

M26/0401

Granted

Mt Monger

9/09/2034

Silver Lake (Integra) Pty Limited

100%

M26/0406

Granted

Mt Monger

17/11/2034

Silver Lake (Integra) Pty Limited

100%

M26/0409

Granted

Mt Monger

3/11/2034

Silver Lake (Integra) Pty Limited

100%

M26/0417

Granted

Mt Monger

7/03/2035

Silver Lake (Integra) Pty Limited

100%

M26/0635

Granted

Mt Monger

17/12/2019

Silver Lake (Integra) Pty Limited

100%
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Lease

Status

Project

Expiry Date

Registered Holder or Applicant

Ownership

P26/3789

Granted

Mt Monger

6/10/2019

Silver Lake (Integra) Pty Limited

100%

E26/0146

Granted

Mt Monger

22/09/2020

Silver Lake Resources Ltd

100%

E25/0524

Granted

Mt Monger

25/08/2021

Silver Lake Resources Ltd

100%

E25/0557

Granted

Mt Monger

11/10/2022

Silver Lake Resources Ltd

100%

L25/0049

Granted

Mt Monger

19/08/2036

Silver Lake (Integra) Pty Limited

100%

L26/0215

Granted

Mt Monger

3/07/2021

Silver Lake Resources Ltd

100%

L26/0246

Granted

Mt Monger

11/05/2030

Silver Lake Resources Ltd

100%

L26/0262

Granted

Mt Monger

2/11/2032

Silver Lake Resources Ltd

100%

L26/0263

Granted

Mt Monger

24/10/2032

Silver Lake Resources Ltd

100%

L26/0285

Granted

Mt Monger

20/09/2039

Silver Lake Resources Ltd

100%

M25/0136

Granted

Mt Monger

31/01/2037

Silver Lake Resources Ltd

100%

M26/0038

Granted

Mt Monger

19/10/2025

Silver Lake Resources Ltd

100%

M26/0094

Granted

Mt Monger

7/10/2027

Silver Lake Resources Ltd

100%

M26/0129

Granted

Mt Monger

16/03/2029

Silver Lake Resources Ltd

100%

M26/0250+

Granted

Mt Monger

11/01/2031

Silver Lake Resources Ltd

100%

M26/0251+

Granted

Mt Monger

11/01/2031

Silver Lake Resources Ltd

100%

M26/0271

Granted

Mt Monger

30/03/2031

Silver Lake Resources Ltd

100%

M26/0280+

Granted

Mt Monger

6/09/2031

Silver Lake Resources Ltd

100%

M26/0282+

Granted

Mt Monger

21/05/2031

Silver Lake Resources Ltd

100%

M26/0325

Granted

Mt Monger

21/01/2032

Silver Lake Resources Ltd

100%

M26/0389

Granted

Mt Monger

19/03/2034

Silver Lake Resources Ltd

100%

M26/0393

Granted

Mt Monger

23/06/2034

Silver Lake Resources Ltd

100%

M26/0402

Granted

Mt Monger

28/10/2034

Silver Lake Resources Ltd

100%

M26/0410+

Granted

Mt Monger

17/11/2034

Silver Lake Resources Ltd

100%

M26/0411

Granted

Mt Monger

24/01/2035

Silver Lake Resources Ltd

100%

M26/0415+

Granted

Mt Monger

7/02/2035

Silver Lake Resources Ltd

100%

M26/0500+

Granted

Mt Monger

19/01/2031

Silver Lake Resources Ltd

100%

M26/0636+

Granted

Mt Monger

10/01/2020

Silver Lake Resources Ltd

100%

M26/0665

Granted

Mt Monger

24/10/2021

Silver Lake Resources Ltd

100%

M26/0825

Granted

Mt Monger

30/06/2035

Silver Lake Resources Ltd

100%

M26/0834

Granted

Mt Monger

6/07/2037

Silver Lake Resources Ltd

100%

M26/0836

Granted

Mt Monger

9/01/2038

Silver Lake Resources Ltd

100%

M26/0844

Application

Mt Monger

Silver Lake Resources Ltd

100%

M26/0847

Application

Mt Monger

Silver Lake Resources Ltd

100%

L25/0037

Granted

Mt Monger

30/06/2035

Silver Lake (Integra) Pty Limited

100%

M25/0350

Granted

Mt Monger

23/05/2033

Silver Lake (Integra) Pty Limited

100%

M25/0360

Granted

Mt Monger

5/07/2037

Silver Lake (Integra) Pty Limited

100%

M25/0364

Application

Mt Monger

Silver Lake (Integra) Pty Limited

100%
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Lease

Status

Project

Expiry Date

Registered Holder or Applicant

Ownership

P25/2120

Granted

Mt Monger

21/02/2019

Silver Lake (Integra) Pty Limited

100%

P25/2248

Application

Mt Monger

Silver Lake Resources Ltd

100%

P25/2249

Application

Mt Monger

Silver Lake Resources Ltd

100%

P26/3874

Granted

Mt Monger

10/04/2020

Silver Lake Resources Ltd

100%

P26/3961

Granted

Mt Monger

19/01/2022

Silver Lake Resources Ltd

100%

P26/3970

Granted

Mt Monger

4/03/2022

Silver Lake Resources Ltd

100%

M26/0059

Granted

Mt Monger

21/06/2026

Silver Lake Resources Ltd

100%

M26/0278

Granted

Mt Monger

21/05/2031

Silver Lake Resources Ltd

100%

M26/0352

Granted

Mt Monger

14/11/2032

Silver Lake Resources Ltd

100%

M26/0437

Granted

Mt Monger

1/06/2036

Silver Lake Resources Ltd

100%

M26/0440

Granted

Mt Monger

12/09/2036

Silver Lake Resources Ltd

100%

M26/0642

Granted

Mt Monger

27/05/2028

Silver Lake Resources Ltd

100%

M26/0657

Granted

Mt Monger

27/05/2028

Silver Lake Resources Ltd

100%

M26/0683

Granted

Mt Monger

27/05/2028

Silver Lake Resources Ltd

100%

M26/0783

Granted

Mt Monger

27/05/2028

Silver Lake Resources Ltd

100%

M26/0791

Granted

Mt Monger

27/05/2028

Silver Lake Resources Ltd

100%

M26/0802

Granted

Mt Monger

27/05/2028

Silver Lake Resources Ltd

100%

E25/0449

Granted

Mt Monger

24/11/2020

Silver Lake (Integra) Pty Limited

100%

P26/4090

Granted

Mt Monger

19/09/2020

Silver Lake Resources Ltd

100%

P26/4091

Granted

Mt Monger

19/09/2020

Silver Lake Resources Ltd

100%

P26/4092

Granted

Mt Monger

19/09/2020

Silver Lake Resources Ltd

100%

P26/4093

Granted

Mt Monger

5/10/2020

Silver Lake Resources Ltd

100%

P26/4094

Granted

Mt Monger

27/07/2020

Silver Lake Resources Ltd

100%

P26/4175

Granted

Mt Monger

26/01/2021

Silver Lake Resources Ltd

100%

P26/4176

Granted

Mt Monger

26/01/2021

Silver Lake Resources Ltd

100%

P26/4177

Granted

Mt Monger

26/01/2021

Silver Lake Resources Ltd

100%

P26/4179

Granted

Mt Monger

26/01/2021

Silver Lake Resources Ltd

100%

P26/4184

Granted

Mt Monger

23/01/2021

Silver Lake Resources Ltd

100%

P26/4185

Granted

Mt Monger

14/02/2021

Silver Lake Resources Ltd

100%

P26/4186

Granted

Mt Monger

23/01/2021

Silver Lake Resources Ltd

100%

P26/4187

Granted

Mt Monger

23/01/2021

Silver Lake Resources Ltd

100%

P26/4188

Granted

Mt Monger

23/01/2021

Silver Lake Resources Ltd

100%

P26/4250

Granted

Mt Monger

10/07/2021

Silver Lake Resources Ltd

100%

P26/4251

Granted

Mt Monger

10/07/2021

Silver Lake Resources Ltd

100%

P26/4252

Granted

Mt Monger

10/07/2021

Silver Lake Resources Ltd

100%

P26/4253

Granted

Mt Monger

10/07/2021

Silver Lake Resources Ltd

100%

P26/4254

Granted

Mt Monger

10/07/2021

Silver Lake Resources Ltd

100%

P26/4464

Application

Mt Monger

Silver Lake Resources Ltd

100%
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Lease

Status

Project

Expiry Date

Registered Holder or Applicant

Ownership

E25/0450

Granted

Mt Monger

24/11/2020

Silver Lake (Integra) Pty Limited

100%

E25/0434

Granted

Peter's Dam JV 21/11/2020

Rubicon Resources Limited/Silver
Lake (Integra) Pty Limited

51%

E26/0153

Granted

Peter's Dam JV 5/05/2021

Rubicon Resources Limited/Silver
Lake (Integra) Pty Limited

51%

E26/0154

Granted

Peter's Dam JV 5/05/2021

Rubicon Resources Limited/Silver
Lake (Integra) Pty Limited

51%

P26/3819

Granted

Peter's Dam JV 14/06/2019

Rubicon Resources Limited/Silver
Lake (Integra) Pty Limited

51%

P26/3820

Granted

Peter's Dam JV 14/06/2019

Rubicon Resources Limited/Silver
Lake (Integra) Pty Limited

51%

P26/3821

Granted

Peter's Dam JV 14/06/2019

Rubicon Resources Limited/Silver
Lake (Integra) Pty Limited

51%

E25/0344

Granted

Randalls

14/02/2020

Silver Lake (Integra) Pty Limited

100%

G25/0001

Granted

Randalls

19/08/2036

Silver Lake (Integra) Pty Limited

100%

G25/0002

Granted

Randalls

1/07/2035

Silver Lake (Integra) Pty Limited

100%

L25/0008

Granted

Randalls

9/04/2019

Silver Lake (Integra) Pty Limited

100%

L25/0022

Granted

Randalls

24/11/2021

Silver Lake (Integra) Pty Limited

100%

L25/0027

Granted

Randalls

11/09/2032

Silver Lake (Integra) Pty Limited

100%

L25/0029

Granted

Randalls

8/04/2030

Silver Lake (Integra) Pty Limited

100%

L25/0031

Granted

Randalls

2/11/2030

Silver Lake (Integra) Pty Limited

100%

L25/0033

Granted

Randalls

13/03/2033

Silver Lake (Integra) Pty Limited

100%

L25/0041

Granted

Randalls

29/09/2035

Silver Lake (Integra) Pty Limited

100%

L25/0045

Granted

Randalls

19/08/2036

Silver Lake (Integra) Pty Limited

100%

L25/0046

Granted

Randalls

21/08/2037

Silver Lake (Integra) Pty Limited

100%

L25/0047

Granted

Randalls

30/03/2036

Silver Lake Resources Ltd

100%

L25/0053

Granted

Randalls

13/04/2037

Silver Lake (Integra) Pty Limited

100%

L25/0054

Granted

Randalls

17/02/2037

Silver Lake (Integra) Pty Limited

100%

L25/0056

Granted

Randalls

20/03/2038

Silver Lake (Integra) Pty Limited

100%

L25/0057

Granted

Randalls

20/03/2038

Silver Lake (Integra) Pty Limited

100%

L25/0058

Granted

Randalls

13/12/2038

Silver Lake (Integra) Pty Limited

100%

L25/0059

Granted

Randalls

13/12/2038

Silver Lake (Integra) Pty Limited

100%

M25/0071

Granted

Randalls

10/12/2031

Silver Lake (Integra) Pty Limited

100%

M25/0125

Granted

Randalls

12/12/2035

Silver Lake (Integra) Pty Limited

100%

M25/0133

Granted

Randalls

31/08/2037

Silver Lake (Integra) Pty Limited

100%

M25/0236

Granted

Randalls

31/08/2030

Silver Lake (Integra) Pty Limited

100%

M25/0307

Granted

Randalls

31/08/2030

Silver Lake (Integra) Pty Limited

100%

M25/0347

Granted

Randalls

31/08/2030

Silver Lake (Integra) Pty Limited

100%

M28/0164

Granted

Rowes Find

31/08/2030

Silver Lake (Integra) Pty Limited

100%

M28/0370

Granted

Rowes Find

20/02/2033

Silver Lake (Integra) Pty Limited

100%
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+Subject to royalty payable to Aberdeen Mining Pty Ltd.
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Doray Minerals Limited ACN 138 978 631 (Doray)
Holders of Doray Shares at the Record Date (Scheme Shareholders)

Background
A.

Doray is a public company limited by shares incorporated in Australia, and has been admitted
to the official list of ASX.

B.

Silver Lake is a public company limited by shares incorporated in Australia, and has been
admitted to the official list of ASX.

C.

Doray and Silver Lake have entered into the Scheme Implementation Deed, pursuant to which,
amongst other things, Doray has agreed to propose the Share Scheme to Doray
Shareholders, and each of Doray and Silver Lake have agreed to take certain steps to give
effect to the Scheme.

D.

If the Share Scheme becomes Effective, then:
(a)

all the Scheme Shares will be transferred to Silver Lake and the Scheme
Consideration will be provided to the Scheme Shareholders in accordance with the
terms of the Scheme; and

(b)

Doray will enter the name and address of Silver Lake in the Doray Register as the
holder of the Scheme Shares.

It is agreed
1.

Definitions and interpretation

1.1

Definitions
In this deed:
ASIC means the Australian Securities and Investments Commission.
ASX means ASX Limited.
Business Day means:
(a)

if determining when a notice, consent or other communication is given, a day that is not
a Saturday, Sunday or public holiday in the place to which the notice, consent or other
communication is sent; and

(b)

for any other purpose, a day (other than a Saturday, Sunday or public holiday) on
which banks are open for general banking business in Perth, Western Australia.

CHESS means the Clearing House Electronic Subregister System, which facilitates electronic
security transfers in Australia, operated by ASX Settlement and Transfer Corporation Pty Ltd
ACN 008 504 532.
Corporations Act means the Corporations Act 2001 (Cth).

Share Scheme of Arrangement
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Court means the Supreme Court of Western Australia or such other Court of
competent jurisdiction agreed between the Parties.
Deed Poll means the deed poll to be executed by Silver Lake in favour of Scheme
Shareholders, a copy of which is annexed to the Scheme Booklet, under which Silver Lake
covenants in favour of each Scheme Shareholder to perform its respective obligations under
the Share Scheme and the Scheme Implementation Deed as regards the implementation of
the Share Scheme.
Doray Optionholder means a holder of Doray Options.
Doray Options mean options to acquire Doray Shares, being as at the date of the Scheme
Implementation Deed the following:
(a)

3,374,779, each exercisable for 40 cents on or before 30 January 2020.

(b)

1,260,983, each exercisable for 63 cents on or before 19 February 2019,

but for the avoidance of doubt, the options referred to in (b) above will not be subject to the
Option Scheme.
Doray Register means the register of Doray securityholders maintained by the Doray Registry
in accordance with the Corporations Act.
Doray Registry means Computershare Investor Services Pty Limited ACN 078 279 277
Doray Shareholder means a holder of Doray Shares.
Doray Shares mean fully paid ordinary shares in the capital of Doray.
Effective means, when used in relation to the Share Scheme, the coming into effect under
section 411(10) of the Corporations Act of the order of the Court made under section 411(4)(b)
in relation to the Share Scheme.
Effective Date means the date on which the Share Scheme becomes Effective in accordance
with section 411(10) of the Corporations Act.
End Date means 30 April 2019 or such other date agreed between Doray and Silver Lake in
writing.
GST has the meaning given to that term in the A New Tax System (Goods & Services Tax) Act
1999 (Cth).
Implementation Date means the third Business Day following the Record Date or such other
date as ordered by the Court and agreed between Doray and Silver Lake.
Ineligible Foreign Holder means a Doray Shareholder whose address as shown in the
Doray Register on the Record Date is a place outside of Australia or New Zealand, unless
Silver Lake is satisfied that the laws of the holder’s country of residence permits the issue and
allotment of the Share Scheme Consideration.
New Silver Lake Share means the Silver Lake Shares to be issued to Scheme Shareholders
as consideration for their Scheme Shares.
Option Scheme means the scheme of arrangement between Doray and Doray Optionholders,
a copy of which is annexed to the Scheme Booklet, subject to any alterations or conditions
made or required by the Court under section 411(6) of the Corporations Act and approved in
writing by Doray and Silver Lake.
Option Scheme Meeting means the meeting of Doray Optionholders to be convened by the
Court in relation to the Option Scheme.
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Proceeds has the meaning given to that term in clauses 5.7(a)(2) and
5.8(b)(1).
Record Date means 5.00pm on the day which is two Business Days following the Effective
Date or such other date and time agreed between Doray and Silver Lake, being the date and
time to determine entitlements to receive the Share Scheme Consideration under the Share
Scheme.
Registered Address means the address of the Scheme Shareholder shown in the
Doray Register.
Sale Agent means the person appointed by Silver Lake to sell the Share Scheme
Consideration of Ineligible Foreign Holders pursuant to clause 5.7 and Small Shareholders
pursuant to clause 5.8.
Scheme Booklet means the information to be approved by the Court and despatched to
Doray Shareholders and Doray Optionholders in relation to the Share Scheme and the Option
Scheme pursuant to section 412 of the Corporations Act, including the explanatory statement
in relation to the Share Scheme and the Option Scheme and notices convening the Share
Scheme meeting and the Option Scheme meeting (together with proxy forms in relation to
those meetings).
Scheme Implementation Deed means the scheme implementation deed between Doray and
Silver Lake dated 13 November 2018 as amended by the deed of amendment between Doray
and Silver Lake dated 23 December 2018.
Scheme Order means the order of the Court made for the purposes of section 411(4)(b) of the
Corporations Act in respect of the Share Scheme.
Scheme Shareholders has the meaning given in the section of this deed headed “Parties”.
Scheme Shares mean Doray Shares on issue at the Record Date.
Scheme Transfer means for each Scheme Shareholder, a proper instrument of transfer of the
Scheme Shares for the purposes of section 1071B of the Corporations Act, which may be a
master transfer of all Scheme Shares.
Second Court Date means the date on which the Second Court Hearing takes place.
Second Court Hearing means the hearing of the application made to the Court for the
Scheme Order.
Share Scheme means this scheme of arrangement, subject to any alterations or conditions
made or required by the Court under section 411(6) of the Corporations Act and approved in
writing by Doray and Silver Lake.
Share Scheme Consideration means the consideration to be provided by Silver Lake to
Scheme Shareholders for the transfer of their Scheme Shares to Silver Lake under the Shares
Scheme, comprising 0.6772 of a Silver Lake Share for each Scheme Share.
Share Scheme Meeting means the meeting of Doray Shareholders to be convened by the
Court in relation to the Share Scheme.
Small Shareholder means a Scheme Shareholder who hold 1,500 or fewer Doray Shares as
at the Record Date.
Silver Lake Register means the register of Silver Lake securityholders maintained by Silver
Lake’s registry service in accordance with the Corporations Act.
Silver Lake Shares mean fully paid ordinary shares in the capital of Silver Lake.
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(a)

1.3

1.4

Unless the contrary intention appears, a reference in this deed to:
(1)

this deed or another document includes any variation or replacement of it
despite any change in the identity of the parties;

(2)

one gender includes the others;

(3)

the singular includes the plural and the plural includes the singular;

(4)

a person, partnership, corporation, trust, association, joint venture,
unincorporated body, Government Body or other entity includes any other of
them;

(5)

an item, recital, clause, subclause, paragraph, schedule or attachment is to an
item, recital, clause, subclause, paragraph of, or schedule or attachment to,
this deed and a reference to this deed includes any schedule or attachment;

(6)

a party includes the party’s executors, administrators, successors, substitutes
(including a person who becomes a party by novation) and permitted assigns;

(7)

any statute, ordinance, code or other law includes regulations and other
instruments under any of them and consolidations, amendments, reenactments or replacements of any of them;

(8)

money is to Australian dollars, unless otherwise stated; and

(9)

a time is a reference to Perth time unless otherwise specified.

(b)

The words include, including, such as, for example and similar expressions are not to
be construed as words of limitation.

(c)

Where a word or expression is given a particular meaning, other parts of speech and
grammatical forms of that word or expression have a corresponding meaning.

(d)

Headings and any table of contents or index are for convenience only and do not affect
the interpretation of this deed.

(e)

A provision of this deed must not be construed to the disadvantage of a party merely
because that party or its advisers were responsible for the preparation of this deed or
the inclusion of the provision in this deed.

Business Days
(a)

If anything under this deed must be done on a day that is not a Business Day, it must
be done instead on the next Business Day.

(b)

If an act is required to be done on a particular day, it must be done before 5.00pm on
that day or it will be considered to have been done on the following day.

Parties
(a)

If a party consists of more than one person, this deed binds each of them separately
and any two or more of them jointly.

(b)

An agreement, covenant, obligation, representation or warranty in favour of two or
more persons is for the benefit of them jointly and each of them separately.

(c)

An agreement, covenant, obligation, representation or warranty on the part of two or
more persons binds them jointly and each of them separately.
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2.

Preliminary

2.1

Doray

2.2

2.3

(a)

Doray is a public company limited by shares under section 112(1) of the Corporations
Act.

(b)

Doray was incorporated in Western Australia on 20 August 2009 and has its registered
office at Level 1, 1292 Hay Street, West Perth, Western Australia, 6005, Australia.

(c)

As at the date of the Scheme Implementation Deed, Doray had the following securities
on issue:
(1)

446,685,438 Doray Shares;

(2)

4,635,762 Doray Options; and

(3)

8,645,481 Doray Performance Rights.

Silver Lake
(a)

Silver Lake is a public company limited by shares under section 112(1) of the
Corporations Act.

(b)

Silver Lake was incorporated in Western Australia on 20 April 2004 and has its
registered office at at Suite 4, Level 3, South Shore Centre 85 South Perth Esplanade,
South Perth, Western Australia, 6151, Australia.

(c)

Silver Lake is listed on ASX.

Scheme Implementation Deed
Silver Lake and Doray have agreed, by executing the Scheme Implementation Deed, to
implement the terms of the Share Scheme and to perform their respective obligations under
the Share Scheme. Under the Scheme Implementation Deed, Silver Lake irrevocably
guarantees the due and punctual performance of all of its obligations under or in connection
with the Share Scheme.

2.4

Deed Poll
Silver Lake has executed the Deed Poll in favour of Scheme Shareholders pursuant to which
Silver Lake has covenanted to perform its obligations under the Share Scheme, including to
provide to each Scheme Shareholder the Share Scheme Consideration to which the Scheme
Shareholder is entitled under the Share Scheme, and to carry out its other obligations under
the Scheme Implementation Deed and do all things necessary or expedient on its part to
implement the Share Scheme.

2.5

Effect of the Share Scheme
If the Share Scheme becomes Effective, but subject to clauses 3.1, 3.5, 3.6 and 3.7 then:
(a)

Silver Lake will provide to each Scheme Shareholder the Share Scheme Consideration
in accordance with the terms of the Share Scheme;

(b)

subject to Silver Lake’s compliance with its obligations in clause 2.5(a), all of the
Scheme Shares will be transferred to Silver Lake; and

(c)

Doray will enter the name and address of Silver Lake in the Doray Register as the
holder of the Scheme Shares transferred to Silver Lake in accordance with the terms of
the Share Scheme.

Share Scheme of Arrangement
3.

Conditions

3.1

Conditions of the Share Scheme
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The Share Scheme is conditional upon:

3.2

(a)

all of the conditions precedent in clause 2.1 of the Scheme Implementation Deed
having been satisfied or waived in accordance with the terms of the Scheme
Implementation Deed as at 8.00 am on the Second Court Date;

(b)

neither the Scheme Implementation Deed nor the Share Deed Poll having been
terminated in accordance with their terms;

(c)

the Share Scheme having been approved at the Share Scheme Meeting, with or
without modification, by the requisite majority of Doray Shareholders in accordance
with section 411(4)(a) of the Corporations Act or, if the Share Scheme is not agreed to
by the requisite majority of Doray Shareholders, the Court orders otherwise in
accordance with section 411(4)(a) of the Corporations Act; and

(d)

the Court having approved the Share Scheme pursuant to section 411(4)(b) of the
Corporations Act, without modification or with modifications which are acceptable to
both Doray and Silver Lake.

Effect of conditions
The fulfilment of the conditions in clause 3.1 is a condition precedent to the operation of the
provisions of clauses 4, 5, 6, and 7of this deed.

3.3

Certificate
Doray must provide, and must procure Silver Lake to provide, to the Court on the Second
Court Date a certificate signed by at least one of its respective directors (or such other
evidence as the Court may request) stating (to the best of its knowledge) whether or not all the
conditions precedent in clauses 3.1(a) to (c) (inclusive) have been satisfied or waived (subject
to the terms of the Scheme Implementation Deed) as at 8.00 am on the Second Court Date.

3.4

Conclusive evidence
The giving of a certificate by each of Doray and Silver Lake in accordance with clause 3.3 will,
in the absence of manifest error, be conclusive evidence of the matters referred to in the
certificate.

3.5

Termination of Scheme Implementation Deed
Without limiting any rights under the Scheme Implementation Deed, if the Scheme
Implementation Deed is terminated in accordance with its terms before 8.00 am on the Second
Court Date, Doray and Silver Lake are each released from:
(a)

any further obligation to take steps to implement the Share Scheme; and

(b)

any liability with respect to the Share Scheme,

provided that Doray and Silver Lake retain the rights they have against each other in respect of
any prior breach of the Scheme Implementation Deed.
3.6

Effective Date
The Share Scheme will take effect on the Effective Date.
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The Share Scheme will lapse and be of no further force or effect if the Effective Date has not
occurred on or before the End Date.

4.

Share Scheme

4.1

Lodgement of Court order
Following the approval of the Share Scheme by the Court in accordance with section 411(4)(b)
of the Corporations Act, Doray will, on the following Business Day, lodge with ASIC an office
copy of the Scheme Order in accordance with section 411(10) of the Corporations Act.

4.2

Transfer of Scheme Shares
On the Implementation Date, in consideration of and subject to the provision by Silver Lake of
the Share Scheme Consideration, all of the Scheme Shares, together with all rights and
entitlements attaching to the Scheme Shares as at that date, will be transferred to Silver Lake
without the need for any further acts by any Scheme Shareholder (other than acts performed
by Doray as attorney and agent for Scheme Shareholders under clause 6.3) by:

4.3

(a)

Doray duly executing and delivering to Silver Lake a Scheme Transfer for all of the
Scheme Shares, executed by Doray as attorney for Scheme Shareholders; and

(b)

Silver Lake duly executing and delivering the Scheme Transfer back to Doray.

Transfer documentation
As soon as practicable after receipt by Doray of the Scheme Transfer duly executed by Silver
Lake as transferee pursuant to clause 4.2(b), but in any event on the Implementation Date,
Doray must register Silver Lake in the Doray Register as the holder of all of the Scheme
Shares.

4.4

Provision of Share Scheme Consideration
In consideration for the transfer of each Scheme Share to Silver Lake, Silver Lake must, on the
Implementation Date, issue to each Scheme Shareholder the number of New Silver Lake
Shares due to that Scheme Shareholder as Share Scheme Consideration in accordance with,
and subject to, the terms of this Share Scheme and the Deed Poll.

4.5

Beneficial entitlement by Silver Lake
From the time of the provision of the Share Scheme Consideration to Scheme Shareholders in
accordance with clause 4.4, Silver Lake will be beneficially entitled to the Scheme Shares
(together with all rights and entitlements attached to the Scheme Shares) to be transferred to it
under the Share Scheme pending the registration of Silver Lake in the Doray Register as the
holder of the Scheme Shares.

4.6

Enforcement of Deed Poll
Doray undertakes in favour of each Scheme Shareholder to enforce the Deed Poll against
Silver Lake on behalf of and as agent for the Scheme Shareholders.

5.

Share Scheme Consideration

5.1

Entitlement to Share Scheme Consideration
On the Implementation Date, in consideration of the transfer to Silver Lake of the Scheme
Shares, each Scheme Shareholder will be entitled to receive the Share Scheme Consideration
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the terms of this Share Scheme and the Deed Poll.
5.2

Provision of Share Scheme Consideration
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(a)

5.3

Silver Lake will issue to each Scheme Shareholder the number of New Silver Lake
Shares due to that Scheme Shareholder as consideration under the Share Scheme by:
(1)

on the Implementation Date, issuing each Scheme Shareholder 0.6772 of a
New Silver Lake Share (rounded to the nearest New Silver Lake Share on an
aggregated basis) for every Scheme Share registered in the Scheme
Shareholder’s name in the Doray Register at the Record Date, which obligation
will be satisfied by causing the name and Registered Address (at the Record
Date) of the Scheme Shareholder to be entered into Silver Lake’s Register as
the holder of New Silver Lake Shares issued to that Scheme Shareholder; and

(2)

within 10 Business Days after the Implementation date, procuring the dispatch
to that Scheme Shareholder, if their New Silver Lake Shares are held on the
issuer sponsored subregister of Silver Lake, by pre-paid post to their
Registered Address (as at the Record Date), of an uncertified holding
statement in the name of the Scheme Shareholder relating to the number of
New Silver Lake Shares issued to that Scheme Shareholder.

Status of New Silver Lake Shares
The New Silver Lake Shares to be issued in accordance with this Share Scheme will:

5.4

(a)

be validly issued;

(b)

be fully paid; and

(c)

rank equally in all respects with all other Silver Lake Shares then on issue (other than
in respect of any dividend already declared and not yet paid by Silver Lake, where the
record date for entitlement to that dividend occurred prior to the Implementation Date).

Quotation of New Silver Lake Shares
Silver Lake will use its best endeavours to ensure that the New Silver Lake Shares are quoted
on ASX as soon as practicable after the Effective Date.

5.5

Joint holders
In the case of Scheme Shares held in joint names, any uncertificated holding statements for
New Silver Lake Shares to be issued to Scheme Shareholders will be issued in the names of
the joint holders and will be forwarded to the holder whose name appears first in the Doray
Register on the Record Date.

5.6

Scheme Shareholders bound
Each Scheme Shareholder who is to receive New Silver Lake Shares under this Share
Scheme agrees (for all purposes, including section 231 of the Corporations Act) to:

5.7

(a)

become a member of Silver Lake and to accept the New Silver Lake Shares issued to
them under this Share Scheme subject to, and to be bound by, Silver Lake’s
constitution and other constituent documents; and

(b)

have their name and address entered into the Silver Lake Register.

Ineligible Foreign Holders
(a)

Silver Lake will be under no obligation under this Scheme to issue, and will not issue,
any New Silver Lake Shares to Ineligible Foreign Holders, and instead:
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(1)

all New Silver Lake Shares which would otherwise be required
to be issued to any Ineligible Foreign Holder under the Share Scheme, if they
were eligible to receive them, will be issued to the Sale Agent;

(2)

Silver Lake will procure that, as soon as reasonably practicable (and in any
event not more than 30 Business Days on which Silver Lake Shares are
capable of being traded on ASX after the Implementation Date), the Sale Agent
sells on ASX all Silver Lake Shares issued to the Sale Agent pursuant to
clause 5.7(a)(1) in such manner, at such price and on such other terms as the
Sale Agent determines in good faith (and at the risk of the Ineligible Foreign
Holders), and remits to Silver Lake the proceeds of sale (after deducting any
applicable brokerage and other selling costs, taxes and charges) (Proceeds);
and

(3)

Silver Lake will pay to each Ineligible Foreign Holder such fraction of the
Proceeds as is equal to the number of New Silver Lake Shares which would
have been issued to that Ineligible Foreign Holder (if they were eligible to
receive Silver Lake Shares) divided by the total number of New Silver Lake
Shares issued to the Sale Agent under clause 5.7(a)(1), promptly after the last
sale of the New Silver Lake Shares by the Sale Agent,

in full satisfaction of Silver Lake’s obligations to those Ineligible Foreign Holders under
the Share Scheme in respect of the Share Scheme Consideration.
(b)

Silver Lake will pay the relevant fraction of the Proceeds to each Ineligible Foreign
Holder by either:
(1)

dispatching, or procuring the dispatch, to that Ineligible Foreign Holder by
prepaid post to that Ineligible Foreign Holder’s Registered Address (at the
Record Date), a cheque in the name of that Ineligible Foreign Holder; or

(2)

making a deposit in an account with any ADI (as defined in the Banking Act
1959 (Cth)) in Australia notified by that Ineligible Foreign Holder to Doray (or
the Doray Registry) and recorded in or for the purposes of the Doray Register
at the Record Date,

for the relevant amount, with that amount being denominated in Australian dollars.
(c)

5.8

Each Ineligible Foreign Holder appoints Doray as its agent to receive on its behalf any
financial services guide or other notices (including any updates of those documents)
that the Sale Agent is required to provide to Ineligible Foreign Holders under the
Corporations Act.

Small Shareholders
(a)

Each Small Shareholder may elect to have New Silver Lake Shares to which it is
entitled issued to the Sale Agent, in which case:
(1)

Silver Lake will procure that, as soon as reasonably practicable (and in any
event not more than 30 Business Days on which Silver Lake Shares are
capable of being traded on ASX after the Implementation Date), the Sale Agent
sells on ASX all of the New Silver Lake Shares issued to the Sale Agent
pursuant to this clause 5.8(b) in such manner, at such price and on such other
terms as the Sale Agent determines in good faith (and at the risk of the Small
Shareholder), and remits to Silver Lake the proceeds of sale (after deducting
any applicable brokerage and other selling costs, taxes and charges)
(Proceeds);

(2)

Silver Lake will pay to each Small Shareholder such fraction of the Proceeds as
is equal to the number of New Silver Lake Shares which would have been
issued to that Small Shareholder divided by the total number of Silver Lake
Shares issued to the Sale Agent under clause 5.8(b)(1), promptly after the last
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sale of New Silver Lake Shares by the Sale Agent, in full
satisfaction of Silver Lake’s obligations to those Small Shareholder under the
Share Scheme in respect of the Share Scheme Consideration;
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(3)

Silver Lake will pay the relevant fraction of the Proceeds to each Small
Shareholder by either:
(A)

dispatching, or procuring the dispatch, to that Small Shareholder by
prepaid post to that Small Shareholder’s Registered Address (at the
Record Date), a cheque in the name of that Small Shareholder; or

(B)

making a deposit in an account with any ADI (as defined in the Banking
Act 1959 (Cth)) in Australia notified by that Small Shareholder to Doray
(or the Doray Registry) and recorded in or for the purposes of the Doray
Register at the Record Date,

for the relevant amount, with that amount being denominated in Australian dollars.
(b)

For the purposes of clause 5.8(a), each Small Shareholder appoints Doray as its agent
to receive on its behalf any financial services guide or other notices (including any
updates of those documents) that the Sale Agent is required to provide to Small
Shareholders under the Corporations Act.

(c)

If a valid election is not made by a Small Shareholder in accordance with clause 5.8(a)
in accordance with the instructions in the Scheme Booklet, then that Small Shareholder
will be issued their Share Scheme Consideration in the form of New Silver Lake
Shares in accordance with clause 5.1.

6.

Scheme Shareholders

6.1

Authority given to Doray
Each Scheme Shareholder will be deemed (without the need for any further act) to have
irrevocably authorised Doray (and each of its directors and officers, jointly and severally) as
agent and attorney to do and execute all acts, matters, things and documents on the part of
each Scheme Shareholder necessary to implement and give full effect to this Scheme and the
transactions contemplated by it, including (without limitation):

6.2

(a)

executing a proper instrument of transfer (including for the purposes of section 1071B
of the Corporations Act) of their Scheme Shares in favour of Silver Lake, which may be
a master transfer of some or all Scheme Shares; and

(b)

where Scheme Shares are held in a CHESS holding, causing a message to be
transmitted to ASX Settlement in accordance with the ASX Operating Rules to transfer
the Scheme Shares held by the Scheme Shareholder from the CHESS sub-register to
the issuer sponsored sub-register operated by Doray and subsequently completing a
proper instrument of transfer under paragraph (a) above.

Appointment of sole proxy
Upon the Share Scheme Consideration being issued by Silver Lake, and until Doray registers
Silver Lake as the holder of all Scheme Shares in the Doray Register, each Scheme
Shareholder:
(a)

is deemed to have appointed Silver Lake as attorney and agent (and directed Silver
Lake in such capacity) to appoint the chairman of Silver Lake as its sole proxy and,
where applicable, corporate representative, to attend shareholders’ meetings, exercise
the votes attaching to the Scheme Shares registered in their name and sign any
shareholders’ resolution, and no Scheme Shareholder may itself attend or vote at any
of those meetings or sign any resolutions, whether in person, by proxy or by corporate
representative (other than pursuant to this clause 6.2(a)); and
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(b)
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6.3

must take all other actions in the capacity of a registered holder of
Scheme Shares as Silver Lake reasonably directs.

Appointment of Doray as sole attorney and agent
Each Scheme Shareholder, without the need for any further act, irrevocably appoints Doray
and each of the directors and officers of Doray, jointly and severally, as the Scheme
Shareholder’s attorney and agent for the purpose of executing any document necessary or
expedient to give effect to the Scheme (including executing a Scheme Transfer and any
instrument appointing Silver Lake as sole proxy for or, where applicable, corporate
representative of each Scheme Shareholder as contemplated by clause 6.2) or doing any
other act necessary or desirable to give full effect to the Share Scheme and the transactions
contemplated by it.

6.4

Scheme Shareholder’s consent
Each Scheme Shareholder:

6.5

(a)

consents to Doray doing all things and executing all deeds, instruments, transfers or
other documents as may be necessary, incidental or expedient to the implementation
and performance of the Scheme and Doray, as agent of each Scheme Shareholder,
may sub-delegate its functions under this clause 6.4 to any of its directors and officers,
severally; and

(b)

agrees to the transfer of their Scheme Shares, together with all rights and entitlements
attaching to those Scheme Shares to Silver Lake, in accordance with the Scheme.

Warranties by Scheme Shareholders
Each Scheme Shareholder is deemed to have warranted to Doray, in its own right and for the
benefit of Silver Lake, that:
(a)

all of their Scheme Shares (including any rights and entitlements attaching to those
shares) which are transferred to Silver Lake under the Share Scheme will be
transferred to Silver Lake free from all mortgages, pledges, charges, liens,
encumbrances and security interests and other interests of third parties of any kind,
whether legal or otherwise (but acknowledging that a security interest holder may
potentially have an interest in the Share Scheme Consideration in accordance with the
terms of such security interest); and

(b)

they have full power and capacity to sell and transfer their Scheme Shares to Silver
Lake (including any rights and entitlements attaching to those shares).

7.

Dealings in Doray Shares

7.1

Determination of Scheme Shareholders
(a)

(b)

For the purpose of establishing the persons who are Scheme Shareholders, dealings
in Scheme Shares will only be recognised if:
(1)

in the case of dealings of the type to be effected using CHESS, the transferee
is registered in the Doray Register as the holder of the relevant Scheme
Shares at the Record Date; and

(2)

in all other cases, registrable transmission applications or transfers in
registrable form in respect of those dealings are received at or before the
Record Date at the place where the Doray Register is kept.

Doray must register registrable transmission applications or transfers of the kind
referred to in Clause 7.1(a)(2) by the Record Date.
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7.2

7.3

(c)

Doray will not accept for registration or recognise for any purpose any
transmission applications or transfers in respect of Scheme Shares received after the
Record Date, other than a transfer to Silver Lake in accordance with the Share
Scheme and any subsequent transfer by Silver Lake, or its successors in title.

(d)

If the Share Scheme becomes Effective, a holder of Doray Shares (and any person
claiming through that holder) must not dispose of or purport to agree to dispose of any
Doray Shares or any interest in them after the Effective Date and any such disposal
will be void and of no legal effect whatsoever.

Maintenance of Doray Register
(a)

For the purpose of determining entitlements to the Share Scheme Consideration,
Doray will, until the Share Scheme Consideration has been provided, maintain the
Doray Register in accordance with the provisions of this clause 7.2 and the Doray
Register in this form will solely determine entitlements to the Share Scheme
Consideration.

(b)

All certificates and holding statements for Scheme Shares (other than holding
statements in favour of Silver Lake and its successors in title after the Implementation
Date) will cease to have any effect from the Record Date as documents of title in
respect of those Scheme Shares. Subject to provision of the Share Scheme
Consideration by Silver Lake and registration of the transfer to Silver Lake of the
Scheme Shares contemplated by clauses 5.1 and 5.2, after the Record Date, each
entry current at that date on the Doray Register relating to Scheme Shares will cease
to be of any effect other than as evidence of entitlement to the Share Scheme
Consideration in respect of the Scheme Shares relating to that entry.

Information to be made available to Silver Lake
Doray will procure that, as soon as reasonably practicable after the Record Date, details of the
names, Registered Addresses and holdings of Scheme Shares of every Scheme Shareholder
as shown in the Doray Register as at the Record Date are made available to Silver Lake in
such form as Silver Lake reasonably requires.

7.4

Instructions and elections
If not prohibited by law (and including where permitted or facilitated by relief granted by a
Government Body), all instructions, notifications or elections by a Scheme Shareholder to
Doray that are binding or deemed binding between the Scheme Shareholder and Doray
relating to Doray or Doray Shares, including instructions, notifications or elections relating to:
(a)

whether dividends are to be paid by cheque or into a specific bank account;

(b)

payments of dividends on Doray Shares; and

(c)

notices or other communications from Doray (including by email),

will be deemed from the Implementation Date (except to the extent determined otherwise by
Silver Lake in its sole discretion), by reason of the Share Scheme, to be made by the Scheme
Shareholder to Silver Lake and to be a binding instruction, notification or election to, and
accepted by, Silver Lake in respect of the New Silver Lake Shares issued to that Scheme
Shareholder until that instruction, notification or election is revoked or amended in writing
addressed to Silver Lake at its registry.
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8.

Notices

8.1

General
Any notice, transfer, transmission, application, direction, demand, consent or other
communication (Notice) given or made under this document must be in writing in English and
signed by the sender or a person duly authorised by the sender.

8.2

Communications by post
Subject to clause 8.3, where a Notice referred to in this document is sent by post to Doray, it
will not be deemed to have been received in the ordinary course of post or on a date other
than the date (if any) on which it is actually received at Doray’s registered office or at the
Doray Registry.

8.3

After hours communications
If a Notice is given:
(a)

after 5.00 pm in the place of receipt; or

(b)

on a day which is a Saturday, Sunday or bank or public holiday in the place of receipt,

it is taken as having been given at 9.00 am on the next day which is not a Saturday, Sunday or
bank or public holiday in that place.

9.

General

9.1

Doray and Scheme Shareholders bound
The Share Scheme binds Doray and all Scheme Shareholders (including Scheme
Shareholders who do not attend the Scheme Meeting, do not vote at that meeting or vote
against the Share Scheme) and will, for all purposes, to the extent of any inconsistencies and
permitted by law, have effect notwithstanding any provision in the constitution of Doray.

9.2

Further assurances
Subject to clause 9.3, Doray will execute all documents and do all acts and things (on its own
behalf and on behalf of each Doray Shareholder) necessary or expedient for the
implementation of, and performance of its obligations under, the Share Scheme.

9.3

Alterations and conditions
Doray may, with the consent of Silver Lake, by its counsel consent on behalf of all Scheme
Shareholders to any modifications or conditions which the Court thinks fit to impose, provided
that in no circumstances will Doray be obliged to do so.

9.4

GST
Doray must pay to the Scheme Shareholders an amount equal to any GST for which the
Scheme Shareholders are liable on any supply by the Scheme Shareholders under or in
connection with the Shares Scheme, without deduction or set off of any other amount.

9.5

Costs
Any costs, and any stamp duty and any related fines, interest or penalties, which are payable
on or in respect of this document or on any document referred to in this document will be paid
as provided for in the Scheme Implementation Deed. For the avoidance of doubt, Scheme
Shareholders do not have to pay any stamp duty, related fines, interest or penalties which are
payable on or in respect of this document or any document referred to in this document.

Share Scheme of Arrangement
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9.6

Governing law and jurisdiction
(a)

This document is governed by and is to be construed in accordance with the laws
applicable in Western Australia.

(b)

Each party irrevocably and unconditionally submits to the non-exclusive jurisdiction of
the courts exercising jurisdiction in Western Australia and any courts which have
jurisdiction to hear appeals from any of those courts and waives any right to object to
any proceedings being brought in those courts.
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Doray Minerals Limited ACN 138 978 631 (Doray)
Holders of Doray Options at the Record Date (Scheme Optionholders)

It is agreed
1.

Definitions and interpretation

1.1

Definitions
In this deed:
ASIC means the Australian Securities and Investments Commission.
ASX means ASX Limited.
Business Day means:
(a)

if determining when a notice, consent or other communication is given, a day that is
not a Saturday, Sunday or public holiday in the place to which the notice, consent or
other communication is sent; and

(b)

for any other purpose, a day (other than a Saturday, Sunday or public holiday) on
which banks are open for general banking business in Perth, Western Australia.

CHESS means the Clearing House Electronic Subregister System, which facilitates electronic
security transfers in Australia, operated by ASX Settlement and Transfer Corporation Pty Ltd
ACN 008 504 532.
Corporations Act means the Corporations Act 2001 (Cth).
Court means the Supreme Court of Western Australia or such other Court of competent
jurisdiction as agreed between Doray and Silver Lake.
Deed Poll means the deed poll to be executed by Silver Lake in favour of Scheme
Optionholders, a copy of which is annexed to the Scheme Booklet, under which Silver Lake
covenants in favour of each Scheme Optionholder to perform its respective obligations under
the Option Scheme and the Scheme Implementation Deed as regards the implementation of
the Option Scheme.
Doray Optionholder means a holder of Doray Options.
Doray Options mean options to subscribe for Doray Shares.
Doray Register means the register of Doray securityholders maintained by the Doray
Registry in accordance with the Corporations Act.
Doray Registry means Computershare Investor Services Pty Limited ACN 078 279 277.
Doray Shareholder means a holder of Doray Shares.

Option Scheme of Arrangement
Doray Shares mean fully paid ordinary shares in the capital of Doray.
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Effective means, when used in relation to the Option Scheme, the coming into effect under
section 411(10) of the Corporations Act of the order of the Court made under
section 411(4)(b) in relation to the Option Scheme.
Effective Date means the date on which the Option Scheme becomes Effective in
accordance with section 411(10) of the Corporations Act.
End Date means 30 April 2019 or such other date agreed between Doray and Silver Lake in
writing.
GST has the meaning given to that term in the A New Tax System (Goods & Services Tax)
Act 1999 (Cth).
Implementation Date means the third Business Day following the Record Date or such other
date as ordered by the Court and agreed between Doray and Silver Lake.
Option Scheme means this scheme of arrangement, subject to any alterations or conditions
made or required by the Court under section 411(6) of the Corporations Act and approved in
writing by Doray and Silver Lake.
Option Scheme Meeting means the meeting of Doray Optionholders to be convened by the
Court in relation to the Option Scheme.
Option Scheme Consideration means the consideration to be provided by Silver Lake to
Scheme Optionholders for the transfer of their Scheme Options to Silver Lake under the
Option Scheme, as set out in clause 5.2(c) of this Option Scheme.
Record Date means 5.00pm on the day which is two Business Days following the Effective
Date or such other date and time agreed between Doray and Silver Lake, being the date and
time to determine entitlements to receive the Option Scheme Consideration under the Option
Scheme.
Registered Address means the address of the Scheme Optionholder shown in the
Doray Register.
Scheme Booklet means the information to be approved by the Court and despatched to
Doray Shareholders and Doray Optionholders in relation to the Share Scheme and the Option
Scheme pursuant to section 412 of the Corporations Act, including the explanatory statement
in relation to the Share Scheme and the Option Scheme and notices convening the Share
Scheme meeting and the Option Scheme meeting (together with proxy forms in relation to
those meetings).
Scheme Implementation Deed means the scheme implementation deed between Doray and
Silver Lake dated 13 November 2018 as amended by the deed of amendment between Doray
and Silver Lake dated 23 December 2018.
Scheme Optionholders has the meaning given in the section of this deed headed “Parties”.
Scheme Options mean Doray Options on issue at the Record Date.
Scheme Order means the order of the Court made for the purposes of section 411(4)(b) of
the Corporations Act in respect of the Option Scheme.
Scheme Transfer means for each Scheme Optionholder, a proper instrument of transfer of
the Scheme Options for the purposes of section 1071B of the Corporations Act, which may be
a master transfer of all Scheme Options.

Option Scheme of Arrangement
Second Court Date means the date on which the Second Court Hearing takes
place.
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Second Court Hearing means the hearing of the application made to the Court for the
Scheme Order.
Share Scheme means the scheme of arrangement between Doray and Doray Shareholders,
a copy of which is annexed to the Scheme Booklet, subject to any alterations or conditions
made or required by the Court under section 411(6) of the Corporations Act and approved in
writing by Doray and Silver Lake.
Share Scheme Meeting means the meeting of Doray Shareholders to be convened by the
Court in relation to the Share Scheme.
Silver Lake Register means the register of Silver Lake securityholders maintained by Silver
Lake’s registry service in accordance with the Corporations Act.
Silver Lake Shares mean fully paid ordinary shares in the capital of Silver Lake.
Trust Account means an Australian dollar denominated trust account operated by the
Trustee (or an authorised delegate), to be held on trust for the Scheme Optionholders, except
that any interest on the amounts deposited (less bank fees and other charges) will be to Silver
Lake’s account.
Trustee means Doray as trustee for the Scheme Optionholders (or Doray’s authorised
delegate).
1.2

Interpretation
(a)

(b)

Unless the contrary intention appears, a reference in this deed to:
(1)

this deed or another document includes any variation or replacement of it
despite any change in the identity of the parties;

(2)

one gender includes the others;

(3)

the singular includes the plural and the plural includes the singular;

(4)

a person, partnership, corporation, trust, association, joint venture,
unincorporated body, Government Body or other entity includes any other of
them;

(5)

an item, recital, clause, subclause, paragraph, schedule or attachment is to an
item, recital, clause, subclause, paragraph of, or schedule or attachment to,
this deed and a reference to this deed includes any schedule or attachment;

(6)

a party includes the party’s executors, administrators, successors, substitutes
(including a person who becomes a party by novation) and permitted assigns;

(7)

any statute, ordinance, code or other law includes regulations and other
instruments under any of them and consolidations, amendments, reenactments or replacements of any of them;

(8)

money is to Australian dollars, unless otherwise stated; and

(9)

a time is a reference to Perth time unless otherwise specified.

The words include, including, such as, for example and similar expressions are not to
be construed as words of limitation.
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1.3

1.4

(c)

Where a word or expression is given a particular meaning, other parts
of speech and grammatical forms of that word or expression have a corresponding
meaning.

(d)

Headings and any table of contents or index are for convenience only and do not
affect the interpretation of this deed.

(e)

A provision of this deed must not be construed to the disadvantage of a party merely
because that party or its advisers were responsible for the preparation of this deed or
the inclusion of the provision in this deed.

Business Days
(a)

If anything under this deed must be done on a day that is not a Business Day, it must
be done instead on the next Business Day.

(b)

If an act is required to be done on a particular day, it must be done before 5.00pm on
that day or it will be considered to have been done on the following day.

Parties
(a)

If a party consists of more than one person, this deed binds each of them separately
and any two or more of them jointly.

(b)

An agreement, covenant, obligation, representation or warranty in favour of two or
more persons is for the benefit of them jointly and each of them separately.

(c)

An agreement, covenant, obligation, representation or warranty on the part of two or
more persons binds them jointly and each of them separately.

2.

Preliminary

2.1

Doray

2.2

(a)

Doray is a public company limited by shares under section 112(1) of the Corporations
Act.

(b)

Doray was incorporated in Western Australia on 20 August 2009 and has its registered
office at Level 1, 1292 Hay Street, West Perth, Western Australia, 6005, Australia.

(c)

As at the date of the Scheme Implementation Deed, Doray had the following securities
on issue:
(1)

446,685,438 Doray Shares; and

(2)

4,635,762 Doray Options; and

(3)

8,645,481 Doray Performance Rights.

Silver Lake
(a)

Silver Lake is a public company limited by shares under section 112(1) of the
Corporations Act.

(b)

Silver Lake was incorporated in Western Australia on 20 April 2004 and has its
registered office at Suite 4, Level 3, South Shore Centre 85 South Perth Esplanade,
South Perth, Western Australia, 6151, Australia.

(c)

Silver Lake is listed on ASX.

Option Scheme of Arrangement
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2.3

Scheme Implementation Deed
Silver Lake and Doray have agreed, by executing the Scheme Implementation Deed, to
implement the terms of the Option Scheme and to perform their respective obligations under
the Option Scheme. Under the Scheme Implementation Deed, Silver Lake irrevocably
guarantees the due and punctual performance of all of its obligations under or in connection
with the Option Scheme.

2.4

Deed Poll
Silver Lake has executed the Deed Poll in favour of Scheme Optionholders pursuant to which
Silver Lake has covenanted to perform its obligations under the Option Scheme, including to
provide to each Scheme Optionholder the Option Scheme Consideration to which the Scheme
Optionholder is entitled under the Option Scheme, and to carry out its other obligations under
the Scheme Implementation Deed and do all things necessary or expedient on its part to
implement the Option Scheme.

2.5

Effect of the Option Scheme
If the Option Scheme becomes Effective, but subject to clauses 3.1, 3.5, 3.6 and 3.7 then:
(a)

Silver Lake will provide to each Scheme Optionholder the Option Scheme
Consideration in accordance with the terms of the Option Scheme;

(b)

subject to Silver Lake’s compliance with its obligations in clause 2.5(a), all of the
Scheme Options will be transferred to Silver Lake; and

(c)

Doray will enter the name and address of Silver Lake in the Doray Register as the
holder of the Scheme Options transferred to Silver Lake in accordance with the terms
of the Option Scheme.

3.

Conditions

3.1

Conditions of the Option Scheme
The Option Scheme is conditional upon:
(a)

all of the conditions precedent in clause 2.1 of the Scheme Implementation Deed
having been satisfied or waived in accordance with the terms of the Scheme
Implementation Deed as at 8.00 am on the Second Court Date;

(b)

neither the Scheme Implementation Deed nor the Option Deed Poll having been
terminated in accordance with their terms;

(c)

the Share Scheme having been approved at the Share Scheme Meeting, with or
without modification, by the requisite majority of Doray Shareholders in accordance
with section 411(4)(a) of the Corporations Act or, if the Share Scheme is not agreed to
by the requisite majority of Doray Shareholders, the Court orders otherwise in
accordance with section 411(4)(a) of the Corporations Act;

(d)

the Option Scheme having been approved at the Option Scheme Meeting, with or
without modification, by the requisite majority of Doray Optionholders in accordance
with section 411(4)(a) of the Corporations Act or, if the Option Scheme is not agreed
to by the requisite majority of Doray Optionholders, the Court orders otherwise in
accordance with section 411(4)(a) of the Corporations Act; and

(e)

the Court having approved both the Share Scheme and the Option Scheme pursuant
to section 411(4)(b) of the Corporations Act, without modification or with modifications
which are acceptable to both Doray and Silver Lake.
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3.2

Effect of conditions
The fulfilment of the conditions in clause 3.1 is a condition precedent to the operation of the
provisions of clauses 4, 5, 6, and 7 of this deed.
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3.3

Certificate
Doray must provide, and must procure Silver Lake to provide, to the Court on the Second
Court Date a certificate signed by at least one of its respective directors (or such other
evidence as the Court may request) stating (to the best of its knowledge) whether or not all
the conditions precedent in clauses 3.1(a) to (d) (inclusive) have been satisfied or waived
(subject to the terms of the Scheme Implementation Deed) as at 8.00 am on the Second Court
Date.

3.4

Conclusive evidence
The giving of a certificate by each of Doray and Silver Lake in accordance with clause 3.3 will,
in the absence of manifest error, be conclusive evidence of the matters referred to in the
certificate.

3.5

Termination of Scheme Implementation Deed
Without limiting any rights under the Scheme Implementation Deed, if the Scheme
Implementation Deed is terminated in accordance with its terms before 8.00 am on the
Second Court Date, Doray and Silver Lake are each released from:
(a)

any further obligation to take steps to implement the Option Scheme; and

(b)

any liability with respect to the Option Scheme,

provided that Doray and Silver Lake retain the rights they have against each other in respect
of any prior breach of the Scheme Implementation Deed.
3.6

Effective Date
The Option Scheme will take effect on the Effective Date.

3.7

End Date
The Option Scheme will lapse and be of no further force or effect if the Effective Date has not
occurred on or before the End Date.

4.

Option Scheme

4.1

Lodgement of Court order
Following the approval of the Option Scheme by the Court in accordance with section
411(4)(b) of the Corporations Act, Doray will, on the following Business Day, lodge with ASIC
an office copy of the Scheme Order in accordance with section 411(10) of the Corporations
Act.

4.2

Transfer of Scheme Options
On the Implementation Date, in consideration of and subject to the provision by Silver Lake of
the Option Scheme Consideration, all of the Scheme Options, together with all rights and
entitlements attaching to the Scheme Options as at that date, will be transferred to Silver Lake
without the need for any further acts by any Scheme Optionholder (other than acts performed
by Doray as attorney and agent for Scheme Optionholders under clause 6.3) by:
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4.3

(a)

Doray duly executing and delivering to Silver Lake a Scheme Transfer
for all of the Scheme Options, executed by Doray as attorney for Scheme
Optionholders; and

(b)

Silver Lake duly executing and delivering the Scheme Transfer back to Doray.

Transfer documentation
As soon as practicable after receipt by Doray of the Scheme Transfer duly executed by Silver
Lake as transferee pursuant to clause 4.2(b), but in any event on the Implementation Date,
Doray must register Silver Lake in the Doray Register as the holder of all of the Scheme
Options.

4.4

Provision of Option Scheme Consideration
In consideration for the transfer of each Scheme Option to Silver Lake, Silver Lake must, on
the Implementation Date, cause to be paid to each Scheme Optionholder the Option Scheme
Consideration due to that Scheme Optionholder as Option Scheme Consideration in
accordance with, and subject to, the terms of this Option Scheme and the Deed Poll.

4.5

Beneficial entitlement by Silver Lake
From the time of the provision of the Option Scheme Consideration to Scheme Optionholders
in accordance with clause 4.4, Silver Lake will be beneficially entitled to the Scheme Options
(together with all rights and entitlements attached to the Scheme Options) to be transferred to
it under the Option Scheme pending the registration of Silver Lake in the Doray Register as
the holder of the Scheme Options.

4.6

Enforcement of Deed Poll
Doray undertakes in favour of each Scheme Optionholder to enforce the Deed Poll against
Silver Lake on behalf of and as agent for the Scheme Optionholders.

5.

Option Scheme Consideration

5.1

Entitlement to Option Scheme Consideration
On the Implementation Date, in consideration of the transfer to Silver Lake of the Scheme
Options, each Scheme Optionholder will be entitled to receive the Option Scheme
Consideration in respect of each of their Scheme Options in accordance with, and subject to
the terms of this Option Scheme and the Deed Poll.

5.2

Provision of Option Scheme Consideration
(a)

Silver Lake must (pursuant to its obligations under the Deed Poll) before 5pm on the
date that is two Business Days prior to the Implementation Date pay or procure
payment to the Trust Account of an amount at least equal to the aggregate amount of
Option Scheme Consideration.

(b)

As soon as practicable following implementation of this Option Scheme on the
Implementation Date and subject to Silver Lake having complied with clause 5.2(a),
the Trustee must pay from the Trust Account to each Scheme Optionholder such
amount of cash as is due to that Scheme Optionholder (as determined by paragraph
(c), if relevant) as Option Scheme Consideration in respect of that Scheme
Optionholder’s Scheme Options.

(c)

Silver Lake will pay or procure the Trustee to pay to each Scheme Optionholder for
each Scheme Option having an expiry date of 30 January 2020 and exercisable at
$0.40 each, $0.0781 cash.
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6.

Scheme Optionholders

6.1

Authority given to Doray
Each Scheme Optionholder will be deemed (without the need for any further act) to have
irrevocably authorised Doray (and each of its directors and officers, jointly and severally) as
agent and attorney to do and execute all acts, matters, things and documents on the part of
each Scheme Optionholder necessary to implement and give full effect to this Scheme and
the transactions contemplated by it, including (without limitation):

6.2

(a)

executing a proper instrument of transfer (including for the purposes of section 1071B
of the Corporations Act) of their Scheme Options in favour of Silver Lake, which may
be a master transfer of some or all Scheme Options; and

(b)

where Scheme Options are held in a CHESS holding, causing a message to be
transmitted to ASX Settlement in accordance with the ASX Operating Rules to transfer
the Scheme Options held by the Scheme Optionholder from the CHESS sub-register
to the issuer sponsored sub-register operated by Doray and subsequently completing
a proper instrument of transfer under paragraph (a) above.

Appointment of sole proxy
Upon the Option Scheme Consideration being paid by Silver Lake, and until Doray registers
Silver Lake as the holder of all Scheme Options in the Doray Register, each Scheme
Optionholder:

6.3

(a)

is deemed to have appointed Silver Lake as attorney and agent (and directed Silver
Lake in such capacity) to appoint the chairman of Silver Lake as its sole proxy and,
where applicable, corporate representative, to attend Optionholders’ meetings,
exercise the votes attaching to the Scheme Options registered in their name and sign
any Optionholders’ resolution, and no Scheme Optionholder may itself attend or vote
at any of those meetings or sign any resolutions, whether in person, by proxy or by
corporate representative (other than pursuant to this clause 6.2(a)); and

(b)

must take all other actions in the capacity of a registered holder of Scheme Options as
Silver Lake reasonably directs.

Appointment of Doray as sole attorney and agent
Each Scheme Optionholder, without the need for any further act, irrevocably appoints Doray
and each of the directors and officers of Doray, jointly and severally, as the Scheme
Optionholder’s attorney and agent for the purpose of executing any document necessary or
expedient to give effect to the Scheme (including executing a Scheme Transfer and any
instrument appointing Silver Lake as sole proxy for or, where applicable, corporate
representative of each Scheme Optionholder as contemplated by clause 6.2) or doing any
other act necessary or desirable to give full effect to the Option Scheme and the transactions
contemplated by it.

6.4

Scheme Optionholder’s consent
Each Scheme Optionholder:
(a)

consents to Doray doing all things and executing all deeds, instruments, transfers or
other documents as may be necessary, incidental or expedient to the implementation
and performance of the Scheme and Doray, as agent of each Scheme Optionholder,
may sub-delegate its functions under this clause 6.4 to any of its directors and officers,
severally; and
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(b)
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6.5

agrees to the transfer of their Scheme Options, together with all rights
and entitlements attaching to those Scheme Options to Silver Lake, in accordance
with the Scheme.

Warranties by Scheme Optionholders
Each Scheme Optionholder is deemed to have warranted to Doray, in its own right and for the
benefit of Silver Lake, that:
(a)

all of their Scheme Options (including any rights and entitlements attaching to those
Options) which are transferred to Silver Lake under the Option Scheme will be
transferred to Silver Lake free from all mortgages, pledges, charges, liens,
encumbrances and security interests and other interests of third parties of any kind,
whether legal or otherwise (but acknowledging that a security interest holder may
potentially have an interest in the Option Scheme Consideration in accordance with
the terms of such security interest); and

(b)

they have full power and capacity to sell and transfer their Scheme Options to Silver
Lake (including any rights and entitlements attaching to those Options).

7.

Dealings in Doray Options

7.1

Determination of Scheme Optionholders
(a)

7.2

For the purpose of establishing the persons who are Scheme Optionholders, dealings
in Scheme Options will only be recognised if:
(1)

in the case of dealings of the type to be effected using CHESS, the transferee
is registered in the Doray Register as the holder of the relevant Scheme
Options at the Record Date; and

(2)

in all other cases, registrable transmission applications or transfers in
registrable form in respect of those dealings are received at or before the
Record Date at the place where the Doray Register is kept.

(b)

Doray must register registrable transmission applications or transfers of the kind
referred to in clause 7.1(a)(2) by the Record Date.

(c)

Doray will not accept for registration or recognise for any purpose any transmission
applications or transfers in respect of Scheme Options received after the Record Date,
other than a transfer to Silver Lake in accordance with the Option Scheme and any
subsequent transfer by Silver Lake, or its successors in title.

(d)

If the Option Scheme becomes Effective, a holder of Doray Options (and any person
claiming through that holder) must not dispose of or purport to agree to dispose of any
Doray Options or any interest in them after the Effective Date and any such disposal
will be void and of no legal effect whatsoever.

Maintenance of Doray Register
(a)

For the purpose of determining entitlements to the Option Scheme Consideration,
Doray will, until the Option Scheme Consideration has been provided, maintain the
Doray Register in accordance with the provisions of this clause 7.2 and the Doray
Register in this form will solely determine entitlements to the Option Scheme
Consideration.

(b)

All certificates and holding statements for Scheme Options (other than holding
statements in favour of Silver Lake and its successors in title after the Implementation
Date) will cease to have any effect from the Record Date as documents of title in
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respect of those Scheme Options. Subject to provision of the Option
Scheme Consideration by Silver Lake and registration of the transfer to Silver Lake of
the Scheme Options contemplated by clauses 5.1 and 5.2, after the Record Date,
each entry current at that date on the Doray Register relating to Scheme Options will
cease to be of any effect other than as evidence of entitlement to the Option Scheme
Consideration in respect of the Scheme Options relating to that entry.
7.3

Information to be made available to Silver Lake
Doray will procure that, as soon as reasonably practicable after the Record Date, details of the
names, Registered Addresses and holdings of Scheme Options of every Scheme
Optionholder as shown in the Doray Register as at the Record Date are made available to
Silver Lake in such form as Silver Lake reasonably requires.

8.

Notices

8.1

General
Any notice, transfer, transmission, application, direction, demand, consent or other
communication (Notice) given or made under this document must be in writing in English and
signed by the sender or a person duly authorised by the sender.

8.2

Communications by post
Subject to clause 8.3, where a Notice referred to in this document is sent by post to Doray, it
will not be deemed to have been received in the ordinary course of post or on a date other
than the date (if any) on which it is actually received at Doray’s registered office or at the
Doray Registry.

8.3

After hours communications
If a Notice is given:
(a)

after 5.00pm in the place of receipt; or

(b)

on a day which is a Saturday, Sunday or bank or public holiday in the place of receipt,

it is taken as having been given at 9.00 am on the next day which is not a Saturday, Sunday
or bank or public holiday in that place.
9.

General

9.1

Doray and Scheme Optionholders bound
The Option Scheme binds Doray and all Scheme Optionholders (including Scheme
Optionholders who do not attend the Scheme Meeting, do not vote at that meeting or vote
against the Option Scheme) and will, for all purposes, to the extent of any inconsistencies and
permitted by law, have effect notwithstanding any provision in the constitution of Doray.

9.2

Further assurances
Subject to clause 9.3, Doray will execute all documents and do all acts and things (on its own
behalf and on behalf of each Doray Optionholder) necessary or expedient for the
implementation of, and performance of its obligations under, the Option Scheme.
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9.3

Alterations and conditions

For personal use only

Doray may, with the consent of Silver Lake, by its counsel consent on behalf of all Scheme
Optionholders to any modifications or conditions which the Court thinks fit to impose, provided
that in no circumstances will Doray be obliged to do so.
9.4

GST
Doray must pay to the Scheme Optionholders an amount equal to any GST for which the
Scheme Optionholders are liable on any supply by the Scheme Optionholders under or in
connection with the Options Scheme, without deduction or set off of any other amount.

9.5

Costs
Any costs, and any stamp duty and any related fines, interest or penalties, which are payable
on or in respect of this document or on any document referred to in this document will be paid
as provided for in the Scheme Implementation Deed. For the avoidance of doubt, Scheme
Optionholders do not have to pay any stamp duty, related fines, interest or penalties which are
payable on or in respect of this document or any document referred to in this document.

9.6

Governing law and jurisdiction
(a)

This document is governed by and is to be construed in accordance with the laws
applicable in Western Australia.

(b)

Each party irrevocably and unconditionally submits to the non-exclusive jurisdiction of
the courts exercising jurisdiction in Western Australia and any courts which have
jurisdiction to hear appeals from any of those courts and waives any right to object to
any proceedings being brought in those courts.
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Deed Poll relating to Share Scheme
Date

14 February 2019

By
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Silver Lake Resources Limited ACN 108 779 782 (Silver Lake)

in favour of
Each holder of Doray Shares at the Record Date (each a Scheme Shareholder)

Background
A.

Silver Lake and Doray have entered into the Scheme Implementation Deed.

A.

Pursuant to the terms of the Scheme Implementation Deed, Doray has agreed to propose the
Share Scheme.

B.

Under the Share Scheme, all Scheme Shares held by Scheme Shareholders will be
transferred to Silver Lake for the Share Scheme Consideration.

C.

Silver Lake enters into this deed to covenant in favour of Scheme Shareholders to perform its
obligations under the Share Scheme.

It is agreed by Silver Lake
1.

Definitions and interpretation

1.1

Definitions
In this deed:
ASX means ASX Limited.
Business Day means:
(a)

if determining when a notice, consent or other communication is given, a day that is not
a Saturday, Sunday or public holiday in the place to which the notice, consent or other
communication is sent; and

(b)

for any other purpose, a day (other than a Saturday, Sunday or public holiday) on
which banks are open for general banking business in Perth, Western Australia.

Corporations Act means the Corporations Act 2001 (Cth).
Court means the Federal Court of Australia or the Supreme Court of Western Australia.
Doray means Doray Minerals Limited ACN 138 978 631.
Doray Optionholder means a holder of Doray Options.
Doray Options mean options to subscribe for Doray Shares.
Doray Register means the register of Doray securityholders maintained by Doray’s registry
service in accordance with the Corporations Act.
Doray Shareholder means a holder of Doray Shares.
Doray Shares mean fully paid ordinary shares in the capital of Doray.

Deed Poll relating to Share Scheme
Effective means, when used in relation to the Share Scheme, the coming into
effect under section 411(10) of the Corporations Act of the order of the Court made under
section 411(4)(b) in relation to the Share Scheme.
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Effective Date means the date on which the Share Scheme becomes Effective in accordance
with section 411(10) of the Corporations Act.
End Date means 30 April 2019 or such other date agreed between Doray and Silver Lake in
writing.
Implementation Date means the third Business Day following the Record Date or such other
date as ordered by the Court and agreed between Doray and Silver Lake.
Ineligible Foreign Holder means a Doray Shareholder whose address as shown in the
Doray Register on the Record Date is a place outside of Australia or New Zealand, unless
Silver Lake is satisfied that the laws of the holder’s country of residence permits the issue and
allotment of the Share Scheme Consideration.
New Silver Lake Shares mean the Silver Lake Shares to be issued to Scheme Shareholders
as consideration for their Scheme Shares.
Option Scheme means the scheme of arrangement between Doray and Doray Optionholders,
a copy of which is annexed to the Scheme Booklet, subject to any alterations or conditions
made or required by the Court under section 411(6) of the Corporations Act and approved in
writing by Doray and Silver Lake.
Record Date means 5.00pm on the day which is two Business Days following the Effective
Date or such other date and time agreed between Doray and Silver Lake, being the date and
time to determine entitlements to receive the Share Scheme Consideration under the Share
Scheme.
Scheme Booklet means the information to be approved by the Court and despatched to
Doray Shareholders and Doray Optionholders in relation to the Share Scheme and the Option
Scheme pursuant to section 412 of the Corporations Act, including the explanatory statement
in relation to the Share Scheme and the Option Scheme and notices convening the Share
Scheme meeting and the Option Scheme meetings (together with proxy forms).
Scheme Implementation Deed means the scheme implementation deed between Doray and
Silver Lake dated 13 November 2018 as amended by the deed of amendment between Doray
and Silver Lake dated 23 December 2018.
Scheme Order means the order of the Court made for the purposes of section 411(4)(b) of the
Corporations Act in respect of the Share Scheme.
Scheme Shares mean the Doray Shares on issue at the Record Date.
Second Court Date means the date on which the Second Court Hearing takes place.
Second Court Hearing means the hearing of the application made to the Court for the
Scheme Order.
Share Scheme means the scheme of arrangement between Doray and Doray Shareholders, a
copy of which is annexed to the Scheme Booklet, subject to any alterations or conditions made
or required by the Court under section 411(6) of the Corporations Act and approved in writing
by Doray and Silver Lake.
Share Scheme Consideration means the consideration to be provided by Silver Lake to
Scheme Shareholders for the transfer of their Scheme Shares to Silver Lake under the Share
Scheme, being 0.6772 of a New Silver Lake Share for every one Scheme Share (rounded to
the nearest New Silver Lake Share on an aggregated basis).
Silver Lake Shares mean fully paid ordinary shares in the capital of Silver Lake.
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1.2

Interpretation
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(a)

1.3

1.4

Unless the contrary intention appears, a reference in this a deed to:
(1)

this deed or another document includes any variation or replacement of it
despite any change in the identity of the parties;

(2)

one gender includes the others;

(3)

the singular includes the plural and the plural includes the singular;

(4)

a person, partnership, corporation, trust, association, joint venture,
unincorporated body, Government Body or other entity includes any other of
them;

(5)

an item, recital, clause, subclause, paragraph, schedule or attachment is to an
item, recital, clause, subclause, paragraph of, or schedule or attachment to,
this deed and a reference to this deed includes any schedule or attachment;

(6)

a party includes the party’s executors, administrators, successors, substitutes
(including a person who becomes a party by novation) and permitted assigns;

(7)

any statute, ordinance, code or other law includes regulations and other
instruments under any of them and consolidations, amendments, reenactments or replacements of any of them;

(8)

money is to Australian dollars, unless otherwise stated; and

(9)

a time is a reference to Western Australia time unless otherwise specified.

(b)

The words include, including, such as, for example and similar expressions are not to
be construed as words of limitation.

(c)

Where a word or expression is given a particular meaning, other parts of speech and
grammatical forms of that word or expression have a corresponding meaning.

(d)

Headings and any table of contents or index are for convenience only and do not affect
the interpretation of this deed.

(e)

A provision of this deed must not be construed to the disadvantage of a party merely
because that party or its advisers were responsible for the preparation of this deed or
the inclusion of the provision in this deed.

Business Days
(a)

If anything under this deed must be done on a day that is not a Business Day, it must
be done instead on the next Business Day.

(b)

If an act is required to be done on a particular day, it must be done before 5.00pm on
that day or it will be considered to have been done on the following day.

Parties
(a)

If a party consists of more than one person, this deed binds each of them separately
and any two or more of them jointly.

(b)

An agreement, covenant, obligation, representation or warranty in favour of two or
more persons is for the benefit of them jointly and each of them separately.

(c)

An agreement, covenant, obligation, representation or warranty on the part of two or
more persons binds them jointly and each of them separately.
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2.

Nature of deed poll
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Silver Lake acknowledges that:
(a)

this deed may be relied on and enforced by any Scheme Shareholder in accordance
with its terms, even though Scheme Shareholders are not party to it; and

(b)

under the Share Scheme, each Scheme Shareholder irrevocably appoints Doray and
any of Doray’s directors as its agent and attorney, inter alia, to enforce this deed
against Silver Lake.

3.

Conditions precedent and termination

3.1

Conditions precedent
The obligations of Silver Lake pursuant to this deed are subject to the Share Scheme
becoming Effective.

3.2

Termination of deed
If:
(a)

the Scheme Implementation Deed is terminated in accordance with its terms; or

(b)

the Share Scheme does not become Effective on or before the End Date,

Silver Lake’s obligations under this deed will automatically terminate, unless Silver Lake and
Doray otherwise agree in writing in accordance with the Scheme Implementation Deed.
3.3

Consequences of termination
If this deed is terminated under clause 3.2 then, in addition and without prejudice to any other
rights, power or remedies available to Scheme Shareholders:

4.

(a)

Silver Lake is released from any obligation to further perform this deed; and

(b)

each Scheme Shareholder retains any rights, power or remedies it has against Silver
Lake in respect of any breach of this deed by Silver Lake which occurred before
termination of this deed.

Certificate in relation to conditions
Silver Lake must provide to the Court on the Second Court Date a certificate which is signed
by at least one director of Silver Lake (or such other evidence as the Court may request)
stating, to the best of its knowledge, whether or not the conditions precedent to the Share
Scheme have been satisfied or waived, subject to the terms of the Scheme Implementation
Deed as at 8.00 am on the Second Court Date.

5.

Scheme Consideration

5.1

Performance of obligations generally
Subject to clause 3, Silver Lake must comply with its obligations under the Scheme
Implementation Deed and must do all things necessary or desirable on its part to implement
the Share Scheme.

5.2

Provision of Scheme Consideration
Subject to clauses 3, 5.4 and 5.5, in consideration of the transfer of the Scheme Shares to
Silver Lake, Silver Lake must:
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5.3

(a)

acquire all of the Scheme Shares from Scheme Shareholders, in
accordance with the provisions of the Share Scheme;

(b)

issue and allot the Share Scheme Consideration to each Scheme Shareholder (other
than to Ineligible Foreign Holders who will be dealt with in accordance with clause 5.4
and Scheme Shareholders who make an election under clause 5.5 who will be dealt
with in accordance with that clause); and

(c)

otherwise do all things necessary or expedient on its part to implement the Share
Scheme.

Satisfaction of obligation to provide Scheme Consideration
The obligation of Silver Lake to provide the Share Scheme Consideration referred to in
clause 5.2(b) will be satisfied by Silver Lake:

5.4

(a)

on the Implementation Date, entering in the register of members of Silver Lake the
name of each Scheme Shareholder, in relation to the New Silver Lake Shares issued
to each Scheme Shareholder as Scheme Consideration in accordance with the Share
Scheme; and

(b)

within 10 Business Days after the Implementation Date, dispatching to each Scheme
Shareholder, if their New Silver Lake Shares are held on the issuer sponsored
subregister of Silver Lake, by pre-paid post to his or her address as recorded in the
Doray Register at the Record Date, an uncertificated holding statement in the name of
that Scheme Shareholder representing the number of New Silver Lake Shares issued
to that Scheme Shareholder.

Ineligible Foreign Holders
Silver Lake will be under no obligation under the Share Scheme to issue, and will not issue,
any New Silver Lake Shares to an Ineligible Foreign Holder, and instead where a Scheme
Shareholder is an Ineligible Foreign Holder, the number of New Silver Lake Shares to which
the Scheme Shareholder would otherwise be entitled will be allotted to a nominee approved by
Doray who will sell those New Silver Lake Shares as soon as practicable (at the risk of that
Ineligible Foreign Holder) and pay the proceeds received, after deducting any applicable
brokerage, stamp duty and other taxes and charges, to that Ineligible Foreign Holder in full
satisfaction of that Ineligible Foreign Holder’s rights under the Share Scheme to Scheme
Consideration.

5.5

Unmarketable parcels
Where New Silver Lake Shares which would otherwise be issued as Share Scheme
Consideration to any particular Scheme Shareholder would not constitute a marketable parcel
within the meaning of the Market Rules Procedures of ASX, then, in respect of the number of
New Silver Lake Shares to which the Scheme Shareholder would otherwise be entitled, the
Scheme Shareholder will be given the option to have those New Silver Lake Shares allotted to
a nominee approved by Doray who will sell those New Silver Lake Shares as soon as
practicable (at the risk of the Scheme Shareholder) and pay the proceeds received, after
deducting any applicable brokerage, stamp duty and other taxes and charges, to that Scheme
Shareholder in full satisfaction of that Scheme Shareholders’ rights under the Share Scheme
to Scheme Consideration.

5.6

Joint holders
In the case of Scheme Shares held by Scheme Shareholders in joint names:
(a)

any entry in the register of members of Silver Lake required to be made must record
the names and registered addresses of the joint holders; and
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6.

any uncertificated holding statement for New Silver Lake Shares must
be issued to Scheme Shareholders in the names of the joint holders and must be
forwarded to the holder whose name first appears in the Doray Register at the Record
Date.

Representations and warranties
Silver Lake represents and warrants that:

7.

(a)

it is a company limited by shares and validly existing under the Corporations Act;

(b)

it has full legal capacity and power to enter into this deed and to carry out the
transactions that this deed contemplates;

(c)

it has taken all corporate action that is necessary or desirable to authorise its entry into
this deed and its carrying out the transactions this deed contemplates; and

(d)

this deed constitutes its legal, valid and binding obligations, enforceable against it in
accordance with its terms (except to the extent limited by equitable principles and laws
affecting creditor’s rights generally) subject to any necessary stamping.

Continuing obligations
This deed is irrevocable and, subject to clause 3, remains in full force and effect until Silver
Lake has completely performed its obligations under this deed or the earlier termination of this
deed under clause 3.

8.

Notices

8.1

Form
Any notice or other communication to or by any party must be:

8.2

(a)

in writing and in the English language;

(b)

addressed to the address of the recipient in clause 8.4 or to any other address as the
recipient may have notified the sender; and

(c)

be signed by the party or by an Authorised Officer of the sender.

Manner
In addition to any other method of service authorised by law, the notice may be:

8.3

(a)

personally served on a party;

(b)

left at the party’s current address for service;

(c)

sent to the party’s current address for service by prepaid ordinary mail or if the address
is outside Australia by prepaid airmail; or

(d)

sent by electronic mail to the party’s electronic mail address.

Time
If a notice is sent or delivered in the manner provided in clause 8.2 it must be treated as given
to or received by the addressee in the case of:
(a)

delivery in person, when delivered;
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(b)

(c)

delivery by post:
(1)

in Australia to an Australian address, the second Business Day after posting; or

(2)

in any other case, on the tenth Business Day after posting; or

electronic mail, when the sender’s computer reports that the message has been
delivered to the electronic mail address of the addressee,

but if delivery is made after 5.00pm on a Business Day it must be treated as received on the
next Business Day in that place.
8.4

Initial details
The addresses and numbers for service are initially:
Silver Lake:
Address:

Suite 4, Level 3, South Shore Centre 85 South Perth Esplanade, South Perth,
Western Australia, 6151, Australia

Electronic Mail: contact@silverlakeresources.com.au
Attention:
8.5

Managing Director and Company Secretary

Changes
A party may from time to time change its address or numbers for service by notice to each
other party.

9.

Governing law and jurisdiction

9.1

Governing law
This deed is governed by and construed in accordance with the laws of Western Australia.

9.2

Jurisdiction
Each party irrevocably:
(a)

submits to the non-exclusive jurisdiction of the courts of Western Australia and the
courts competent to determine appeals from those courts, with respect to any
proceedings which may be brought at any time relating to this deed; and

(b)

waives any objection it may now or in the future have to the venue of any proceedings,
and any claim it may now or in the future have that any proceedings have been
brought in an inconvenient forum, if that venue falls within paragraph 9.2(a).

10.

Miscellaneous

10.1

Exercise rights
A single or partial exercise or waiver by a party of any right under or relating to this deed will
not prevent any other exercise of that right or the exercise of any other right.

10.2

Merger
If the liability of a party to pay money under this deed becomes merged in any deed, judgment,
order or other thing, the party liable must pay interest on the amount owing from time to time
under that deed, judgment, order or other thing at the higher of the rate payable under this
deed and that fixed by or payable under that deed, judgment, order or other thing.

Deed Poll relating to Share Scheme
10.3

Moratorium legislation
Any law which varies prevents or prejudicially affects the exercise by a party of any right,
power or remedy conferred on it under this deed is excluded to the extent permitted by law.
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10.4

No assignment
A party must not assign, transfer or novate all or any part of its rights or obligations under or
relating to this deed or grant, declare, create or dispose of any right or interest in it, without the
prior written consent of each other party.

10.5

Remedies cumulative
The rights and remedies under this deed are cumulative and not exclusive of any rights or
remedies provided by law.

10.6

Severability
If a provision of this deed is illegal, invalid, unenforceable or void in a jurisdiction it is severed
for that jurisdiction and the remainder of this deed has full force and effect and the validity or
enforceability of that provision in any other jurisdiction is not affected.

10.7

Further assurance
Each party must promptly at its own cost do all things (including executing and delivering all
documents) necessary or desirable to give full effect to this deed and the transactions
contemplated by it.

10.8

Costs
Each party is responsible for all its own costs incurred in the negotiation and performance of
this deed including legal costs.

10.9

Taxes
Silver Lake must:
(a)

pay all taxes which may be payable or determinable in connection with the execution,
delivery, performance or enforcement of this deed or any payment or receipt or of any
transaction contemplated by this deed; and

(b)

indemnify Doray against any liabilities resulting from any delay or omission by Silver
Lake to pay any taxes.

10.10 Time
(a)

Time is of the essence of this deed.

(b)

If the parties agree to vary a time requirement, the time requirement so varied is of the
essence of this deed.

(c)

An agreement to vary a time requirement must be in writing.

10.11 Variation
An amendment or variation to this deed is not effective unless it is in writing and signed by the
parties.
10.12 Waiver
(a)

A party’s waiver of a right under or relating to this deed, whether prospectively or
retrospectively, is not effective unless it is in writing and signed by that party.

Deed Poll relating to Share Scheme
(b)

No other act, omission or delay by a party will constitute a waiver of a
right.
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10.13 Counterparts
This deed may be executed in any number of counterparts each of which will be considered an
original but all of which will constitute one and the same instrument. A party who has executed
a counterpart of this deed may deliver it to, or exchange it with, another party by:
(a)

faxing; or

(b)

emailing a pdf (portable document format) copy of,

the executed counterpart to that other party.
10.14 Whole agreement
This deed:
(a)

is the entire agreement and understanding between the parties relating to the subject
matter of this deed; and

(b)

supersedes any prior agreement, representation (written or oral) or understanding on
anything connected with that subject matter.

Deed Poll relating to Share Scheme
Signing page
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Executed as a deed poll by
Silver Lake Resources Limited
ACN 108 779 782
[Signature of Luke Tonkin]
Director

[Signature of David Berg]
Director/Secretary

Luke Tonkin
Print full name of Director

David Berg
Print full name of Director/Secretary
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Option Deed Poll
Date

12 February 2019

For personal use only

By
Silver Lake Resources Limited ACN 108 779 782 (Silver Lake)

in favour of
Each holder of Doray Options at the Record Date (each a Scheme Optionholder)

Background
A.

Silver Lake and Doray have entered into the Scheme Implementation Deed.

B.

Pursuant to the terms of the Scheme Implementation Deed, Doray has agreed to propose the
Option Scheme.

C.

Under the Option Scheme, all Scheme Options held by Scheme Optionholders will be
transferred to Silver Lake for the Option Scheme Consideration.

D.

Silver Lake enters into this deed to covenant in favour of Scheme Optionholders to perform its
obligations under the Option Scheme.

It is agreed by Silver Lake
1.

Definitions and interpretation

1.1

Definitions
In this deed:
ASX means ASX Limited.
Business Day means:
(a)

if determining when a notice, consent or other communication is given, a day that is not
a Saturday, Sunday or public holiday in the place to which the notice, consent or other
communication is sent; and

(b)

for any other purpose, a day (other than a Saturday, Sunday or public holiday) on
which banks are open for general banking business in Perth, Western Australia.

Corporations Act means the Corporations Act 2001 (Cth).
Court means the Supreme Court of Western Australia or such other Court of competent
jurisdiction as agreed between Doray and Silver Lake.
Doray means Doray Minerals Limited ACN 138 978 631.
Doray Optionholder means a holder of Doray Options.
Doray Options mean options to subscribe for Doray Shares.
Doray Register means the register of Doray securityholders maintained by Doray’s registry
service in accordance with the Corporations Act.
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Doray Shareholder means a holder of Doray Shares.
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Doray Shares mean fully paid ordinary shares in the capital of Doray.
Effective means, when used in relation to the Option Scheme, the coming into effect under
section 411(10) of the Corporations Act of the order of the Court made under section 411(4)(b)
in relation to the Option Scheme.
Effective Date means the date on which the Option Scheme becomes Effective in accordance
with section 411(10) of the Corporations Act.
End Date means 30 April 2019 or such other date agreed between Doray and Silver Lake in
writing.
Implementation Date means the second Business Day following the Record Date or such
other date as ordered by the Court and agreed between Doray and Silver Lake.
Option Scheme means the scheme of arrangement between Doray and Doray Optionholders,
a copy of which is annexed to the Scheme Booklet, subject to any alterations or conditions
made or required by the Court under section 411(6) of the Corporations Act and approved in
writing by Doray and Silver Lake.
Option Scheme Consideration means the consideration to be provided by Silver Lake to
Scheme Optionholders for the transfer of their Scheme Options to Silver Lake under the
Option Scheme, as set out in clause 5.2(c) of the Option Scheme being a cash payment for
each Scheme Option.
Record Date means 5.00pm on the day which is two Business Days following the Effective
Date or such other date and time agreed between Doray and Silver Lake, being the date and
time to determine entitlements to receive the Option Scheme Consideration under the Option
Scheme.
Scheme Booklet means the information to be approved by the Court and despatched to
Doray Shareholders and Doray Optionholders in relation to the Share Scheme and the Option
Scheme pursuant to section 412 of the Corporations Act, including the explanatory statement
in relation to the Share Scheme and the Option Scheme and notices convening the Share
Scheme meeting and the Option Scheme meetings (together with proxy forms).
Scheme Implementation Deed means the scheme implementation deed between Doray and
Silver Lake dated 13 November 2018 as amended by the deed of amendment between Doray
and Silver Lake dated 23 December 2018.
Scheme Order means the order of the Court made for the purposes of section 411(4)(b) of the
Corporations Act in respect of the Option Scheme.
Scheme Options mean the Doray Options on issue at the Record Date.
Second Court Date means the date on which the Second Court Hearing takes place.
Second Court Hearing means the hearing of the application made to the Court for the
Scheme Order.
Share Scheme means the scheme of arrangement between Doray and Doray Shareholders, a
copy of which is annexed to the Scheme Booklet, subject to any alterations or conditions made
or required by the Court under section 411(6) of the Corporations Act and approved in writing
by Doray and Silver Lake.
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Silver Lake Shares mean fully paid ordinary shares in the capital of Silver Lake.
1.2

Interpretation
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(a)

1.3

1.4

Unless the contrary intention appears, a reference in this a deed to:
(1)

this deed or another document includes any variation or replacement of it
despite any change in the identity of the parties;

(2)

one gender includes the others;

(3)

the singular includes the plural and the plural includes the singular;

(4)

a person, partnership, corporation, trust, association, joint venture,
unincorporated body, Government Body or other entity includes any other of
them;

(5)

an item, recital, clause, subclause, paragraph, schedule or attachment is to an
item, recital, clause, subclause, paragraph of, or schedule or attachment to,
this deed and a reference to this deed includes any schedule or attachment;

(6)

a party includes the party’s executors, administrators, successors, substitutes
(including a person who becomes a party by novation) and permitted assigns;

(7)

any statute, ordinance, code or other law includes regulations and other
instruments under any of them and consolidations, amendments, reenactments or replacements of any of them;

(8)

money is to Australian dollars, unless otherwise stated; and

(9)

a time is a reference to Western Australia time unless otherwise specified.

(b)

The words include, including, such as, for example and similar expressions are not to
be construed as words of limitation.

(c)

Where a word or expression is given a particular meaning, other parts of speech and
grammatical forms of that word or expression have a corresponding meaning.

(d)

Headings and any table of contents or index are for convenience only and do not affect
the interpretation of this deed.

(e)

A provision of this deed must not be construed to the disadvantage of a party merely
because that party or its advisers were responsible for the preparation of this deed or
the inclusion of the provision in this deed.

Business Days
(a)

If anything under this deed must be done on a day that is not a Business Day, it must
be done instead on the next Business Day.

(b)

If an act is required to be done on a particular day, it must be done before 5.00pm on
that day or it will be considered to have been done on the following day.

Parties
(a)

If a party consists of more than one person, this deed binds each of them separately
and any two or more of them jointly.
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2.

(b)

An agreement, covenant, obligation, representation or warranty in favour of two or
more persons is for the benefit of them jointly and each of them separately.

(c)

An agreement, covenant, obligation, representation or warranty on the part of two or
more persons binds them jointly and each of them separately.

Nature of deed poll
Silver Lake acknowledges that:
(a)

this deed may be relied on and enforced by any Scheme Optionholder in accordance
with its terms, even though Scheme Optionholders are not party to it; and

(b)

under the Option Scheme, each Scheme Optionholder irrevocably appoints Doray and
any of Doray’s directors as its agent and attorney, inter alia, to enforce this deed
against Silver Lake.

3.

Conditions precedent and termination

3.1

Conditions precedent
The obligations of Silver Lake pursuant to this deed are subject to the Option Scheme
becoming Effective.

3.2

Termination of deed
If:
(a)

the Scheme Implementation Deed is terminated in accordance with its terms; or

(b)

the Option Scheme does not become Effective on or before the End Date,

Silver Lake’s obligations under this deed will automatically terminate, unless Silver Lake and
Doray otherwise agree in writing in accordance with the Scheme Implementation Deed.
3.3

Consequences of termination
If this deed is terminated under clause 3.2 then, in addition and without prejudice to any other
rights, power or remedies available to Scheme Optionholders:

4.

(a)

Silver Lake is released from any obligation to further perform this deed; and

(b)

each Scheme Optionholder retains any rights, power or remedies it has against Silver
Lake in respect of any breach of this deed by Silver Lake which occurred before
termination of this deed.

Certificate in relation to conditions
Silver Lake must provide to the Court on the Second Court Date a certificate which is signed
by at least one director of Silver Lake (or such other evidence as the Court may request)
stating, to the best of its knowledge, whether or not the conditions precedent to the Option
Scheme have been satisfied or waived, subject to the terms of the Scheme Implementation
Deed as at 8.00 am on the Second Court Date.
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5.

Scheme Consideration

5.1

Performance of obligations generally
Subject to clause 3, Silver Lake must comply with its obligations under the Scheme
Implementation Deed and must do all things necessary or desirable on its part to implement
the Option Scheme.

5.2

Provision of Scheme Consideration
Subject to clause 3, in consideration of the transfer of the Scheme Options to Silver Lake,
Silver Lake must:

5.3

(a)

acquire all of the Scheme Options from Scheme Optionholders, in accordance with the
provisions of the Option Scheme;

(b)

pay or procure payment of the Option Scheme Consideration to each Scheme
Optionholder in accordance with clause 5 of the Option Scheme; and

(c)

otherwise do all things necessary or expedient on its part to implement the Option
Scheme.

Satisfaction of obligation to provide Scheme Consideration
The obligation of Silver Lake to provide the Option Scheme Consideration referred to in
clause 5.2(b) will be satisfied by Silver Lake paying the aggregate amount of the Option
Scheme Consideration in accordance with clause 5.2(a) of the Option Scheme.

6.

Representations and warranties
Silver Lake represents and warrants that:

7.

(a)

it is a company limited by shares and validly existing under the Corporations Act;

(b)

it has full legal capacity and power to enter into this deed and to carry out the
transactions that this deed contemplates;

(c)

it has taken all corporate action that is necessary or desirable to authorise its entry into
this deed and its carrying out the transactions this deed contemplates; and

(d)

this deed constitutes its legal, valid and binding obligations, enforceable against it in
accordance with its terms (except to the extent limited by equitable principles and laws
affecting creditor's rights generally) subject to any necessary stamping.

Continuing obligations
This deed is irrevocable and, subject to clause 3, remains in full force and effect until Silver
Lake has completely performed its obligations under this deed or the earlier termination of this
deed under clause 3.
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8.

Notices

8.1

Form
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Any notice or other communication to or by any party must be:

8.2

(a)

in writing and in the English language;

(b)

addressed to the address of the recipient in clause 8.4 or to any other address as the
recipient may have notified the sender; and

(c)

be signed by the party or by an Authorised Officer of the sender.

Manner
In addition to any other method of service authorised by law, the notice may be:

8.3

(a)

personally served on a party;

(b)

left at the party’s current address for service;

(c)

sent to the party’s current address for service by prepaid ordinary mail or if the address
is outside Australia by prepaid airmail; or

(d)

sent by electronic mail to the party’s electronic mail address.

Time
If a notice is sent or delivered in the manner provided in clause 8.2 it must be treated as given
to or received by the addressee in the case of:
(a)

delivery in person, when delivered;

(b)

delivery by post:

(c)

(1)

in Australia to an Australian address, the second Business Day after posting; or

(2)

in any other case, on the tenth Business Day after posting; or

electronic mail, when the sender’s computer reports that the message has been
delivered to the electronic mail address of the addressee,

but if delivery is made after 5.00pm on a Business Day it must be treated as received on the
next Business Day in that place.
8.4

Initial details
The addresses and numbers for service are initially:
Silver Lake:
Address:

Suite 4, Level 3, South Shore Centre 85 South Perth Esplanade, South Perth,
Western Australia, 6151, Australia

Electronic Mail: contact@silverlakeresources.com.au
Attention:
HopgoodGanim Lawyers
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8.5

Changes
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A party may from time to time change its address or numbers for service by notice to each
other party.
9.

Governing law and jurisdiction

9.1

Governing law
This deed is governed by and construed in accordance with the laws of Western Australia.

9.2

Jurisdiction
Each party irrevocably:
(a)

submits to the non-exclusive jurisdiction of the courts of Western Australia and the
courts competent to determine appeals from those courts, with respect to any
proceedings which may be brought at any time relating to this deed; and

(b)

waives any objection it may now or in the future have to the venue of any proceedings,
and any claim it may now or in the future have that any proceedings have been
brought in an inconvenient forum, if that venue falls within paragraph 9.2(a).

10.

Miscellaneous

10.1

Exercise rights
A single or partial exercise or waiver by a party of any right under or relating to this deed will
not prevent any other exercise of that right or the exercise of any other right.

10.2

Merger
If the liability of a party to pay money under this deed becomes merged in any deed, judgment,
order or other thing, the party liable must pay interest on the amount owing from time to time
under that deed, judgment, order or other thing at the higher of the rate payable under this
deed and that fixed by or payable under that deed, judgment, order or other thing.

10.3

Moratorium legislation
Any law which varies prevents or prejudicially affects the exercise by a party of any right,
power or remedy conferred on it under this deed is excluded to the extent permitted by law.

10.4

No assignment
A party must not assign, transfer or novate all or any part of its rights or obligations under or
relating to this deed or grant, declare, create or dispose of any right or interest in it, without the
prior written consent of each other party.

10.5

Remedies cumulative
The rights and remedies under this deed are cumulative and not exclusive of any rights or
remedies provided by law.
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10.6

Severability
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If a provision of this deed is illegal, invalid, unenforceable or void in a jurisdiction it is severed
for that jurisdiction and the remainder of this deed has full force and effect and the validity or
enforceability of that provision in any other jurisdiction is not affected.
10.7

Further assurance
Each party must promptly at its own cost do all things (including executing and delivering all
documents) necessary or desirable to give full effect to this deed and the transactions
contemplated by it.

10.8

Costs
Each party is responsible for all its own costs incurred in the negotiation and performance of
this deed including legal costs.

10.9

Taxes
Silver Lake must:
(a)

pay all taxes which may be payable or determinable in connection with the execution,
delivery, performance or enforcement of this deed or any payment or receipt or of any
transaction contemplated by this deed; and

(b)

indemnify Doray against any liabilities resulting from any delay or omission by Silver
Lake to pay any taxes.

10.10 Time
(a)

Time is of the essence of this deed.

(b)

If the parties agree to vary a time requirement, the time requirement so varied is of the
essence of this deed.

(c)

An agreement to vary a time requirement must be in writing.

10.11 Variation
An amendment or variation to this deed is not effective unless it is in writing and signed by the
parties.
10.12 Waiver
(a)

A party’s waiver of a right under or relating to this deed, whether prospectively or
retrospectively, is not effective unless it is in writing and signed by that party.

(b)

No other act, omission or delay by a party will constitute a waiver of a right.

10.13 Counterparts
This deed may be executed in any number of counterparts each of which will be considered an
original but all of which will constitute one and the same instrument. A party who has executed
a counterpart of this deed may deliver it to, or exchange it with, another party by:
(a)

faxing; or
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(b)

emailing a pdf (portable document format) copy of,

the executed counterpart to that other party.
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10.14 Whole agreement
This deed:
(a)

is the entire agreement and understanding between the parties relating to the subject
matter of this deed; and

(b)

supersedes any prior agreement, representation (written or oral) or understanding on
anything connected with that subject matter.
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Executed as a deed poll by
Silver Lake Resources Limited ACN 108 779
782
[Signature of Luke Tonkin]
Director

[Signature of David Berg]
Director/Secretary

Luke Tonkin
Print full name of Director

HopgoodGanim Lawyers
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David Berg
Print full name of Director/Secretary
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DORAY MINERALS LIMITED
ACN 138 978 631
NOTICE OF SHARE SCHEME MEETING
Notice of Court Ordered Meeting of Doray Shareholders
Notice is given that, by order of the Supreme Court of Western Australia (Court) made on 15
February 2019 pursuant to section 411(1) of the Corporations Act, a meeting of Doray
Shareholders will be held at 10am (WST) on 22 March 2019 at the Perth office of BDO, at 38
Station Street, Subiaco, Western Australia (Share Scheme Meeting).
The Court has also directed that Julius Matthys, or failing him, Peter Alexander, act as
chairperson of the Share Scheme Meeting and has directed the chairperson to report the result
of the Share Scheme Meeting to the Court.
Purpose of the Share Scheme Meeting
The purpose of the Share Scheme Meeting is to consider and, if thought fit, to agree (with or
without modification) to a scheme of arrangement (the Share Scheme) proposed to be made
between Doray and the Doray Shareholders.
Copies of the Share Scheme and the explanatory statement required by section 412 of the
Corporations Act in relation to the Share Scheme are contained in the Scheme Booklet of which
this Notice forms part. Terms used (and not otherwise defined) in this Notice have the same
meaning as set out in the glossary of defined terms in Section 13 of the Scheme Booklet of
which this notice forms part.
Resolution
The Share Scheme Meeting will be asked to consider and, if thought fit, to pass, with or without
modification, the following resolution:
"THAT, pursuant to and in accordance with section 411 of the Corporations Act 2001 (Cth), the
scheme of arrangement proposed to be entered into between Doray and the holders of its fully
paid ordinary shares (other than any Excluded Shareholders), as contained in and more
particularly described in the booklet of which the notice convening this meeting forms part,
is agreed to (with or without modification as approved by the Supreme Court of Western
Australia (Court)) and FURTHER that, the directors of Doray are authorised to agree to such
alterations or conditions as are thought fit by the Court and, subject to approval of the scheme
of arrangement by the Court, the directors are authorised to implement the scheme of
arrangement with any such alterations or conditions."
Voting exclusion
Doray will disregard any votes cast on the Share Scheme Resolution in respect of any Doray
Share held by an Excluded Shareholder. As at the date of this Scheme Booklet, there are no
Excluded Shares, and therefore no Excluded Shareholders.
BY ORDER OF THE COURT
Mr Iain Garrett
Company Secretary
DORAY MINERALS LIMITED
Dated: 15 February 2019
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Notes to the Notice of Court Ordered Share Scheme Meeting
1.

Required voting majority
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In accordance with section 411(4)(a)(ii) of the Corporations Act, the resolution to
approve the Share Scheme must be passed at the Share Scheme Meeting by:
(a)

unless the Court orders otherwise, a majority in number of Doray Shareholders
(other than any Excluded Shareholders) present and voting (either in person
or by proxy, attorney, or, in the case of bodies corporate, body corporate
representative) at the Share Scheme Meeting; and

(b)

at least 75% of the votes cast on the resolution.

The Court has a discretion under section 411(4)(a)(ii)(A) of the Corporations Act to
approve the Share Scheme if it is approved by at least 75% of the votes cast on the
resolution, but not by a majority in number of Doray Shareholders (other than any
Excluded Shareholders) present and voting at the Share Scheme Meeting.
2.

Court approval
In accordance with section 411(4)(b) of the Corporations Act, the Share Scheme (with
or without modification) is subject to the approval of the Court. If the resolution put
to the Share Scheme Meeting is passed by the requisite majority and the other
conditions precedent to the Share Scheme (other than approval by the Court) are
satisfied or waived by the time required under the Share Scheme, Doray intends to
apply to the Court for the necessary orders to give effect to the Share Scheme.

3.

Entitlement to vote and voting exclusion
Pursuant to section 411 of the Corporations Act and all other enabling powers, the
Court has determined that the time for determining eligibility to vote at the Share
Scheme Meeting is 4pm (WST) on 20 March 2019. Only those Doray Shareholders
entered on the Doray Register at that time will be entitled to attend and vote at the
Share Scheme Meeting.
For the purposes of the voting exclusion statement in this notice, the meaning of
Excluded Shareholders is as defined in Section 13.1 of the Scheme Booklet.
The remaining comments in these explanatory notes are addressed to Doray
Shareholders entitled to attend and vote at the Share Scheme Meeting.

4.

How to vote
Voting at the Share Scheme Meeting will be by poll rather than by show of hands.
You may vote at the Share Scheme Meeting by:
(a)

attending and voting in person;

(b)

appointing one or two proxies to attend and vote on your behalf, using the
proxy form that accompanied this Scheme Booklet;

(c)

appointing an attorney to attend and vote on your behalf, using a power of
attorney; or
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(d)

in the case of a body corporate, appointing a body corporate representative
to attend and vote on your behalf, using a certificate of appointment of body
corporate representative.
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Refer to paragraph 6 below for further voting instructions.
5.

Attendance
If you or your representative(s) plan to attend the Share Scheme Meeting, please arrive
at the venue at least 30 minutes prior to the scheduled time for commencement, so
that your shareholding can be checked against the Doray Register, any power of
attorney or certificate of appointment of a body corporate representative verified and
you or your representative's attendance noted.

6.

Additional instructions and information regarding voting by proxy, attorney or
corporate representative
Voting by proxy

•

You may vote by proxy by returning a completed and duly
executed proxy form (and any required original or certified
copies of a power of attorney) by:
o

lodgement online at www.investorvote.com.au or
scanning the QR code on your proxy form with your
smartphone and follow the prompts; or

o

posting it or delivering it by hand or facsimile to the
address below:
Computershare Investor Services Pty Limited
GPO Box 1282
Melbourne Victoria 3001
Australia
Facsimile: 1800 783 447 (within Australia)
+61 3 9473 2555 (outside Australia)

•

Custodian voting: For Intermediary Online subscribers only
(custodians) please visit www.intermediaryonline.com to
submit your voting intentions.

•

The completed and duly executed proxy form (and if the
proxy form is executed by an attorney, an original or certified
copy of the power of attorney) must be received by the Doray
Registry by no later than 20 March 2019 at 10am WST for
the Share Scheme Meeting.

•

A Doray Shareholder entitled to attend and vote at the
meeting is entitled to appoint not more than two proxies.
Each proxy will have the right to vote on a poll and also to
speak at the meeting.
The appointment of a proxy may specify the proportion or
the number of votes that the proxy may exercise. Where two
proxies are appointed, and unless the appointment specifies
the proportion or number of the Doray Shareholder's votes
each proxy may exercise, each proxy may exercise half of the
votes (fractions will be disregarded).

•

A proxy need not be a Doray Shareholder.
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Voting by
power of
attorney

•

If a proxy is instructed to abstain from voting on any item of
business, that person is directed not to vote on the Doray
Shareholder's behalf on a poll and the Doray Shares the
subject of the proxy appointment will not be counted in
computing the required majority.

•

If a proxy is not directed how to vote on an item of business,
the proxy may vote or abstain from voting, as that person
thinks fit.

•

Doray Shareholders who return their proxy forms with a
direction on how to vote but without nominating the identity
of their proxy will be taken to have appointed the
chairperson of the Share Scheme Meeting as their proxy to
vote on their behalf.

•

If a proxy form is returned but the nominated proxy does not
attend the Share Scheme Meeting, the chairperson of the
Share Scheme Meeting will act in place of the nominated
proxy and vote in accordance with any instructions. Proxy
appointments in favour of the chairperson of the Share
Scheme Meeting, the secretary or any director which do not
contain a direction will, in the absence of a change in
circumstances, be used to vote in favour of the Share
Scheme.

•

A vote given in accordance with the terms of a proxy is valid
despite the revocation of the proxy, unless notice in writing
of the revocation has been received by Doray or the Doray
Registry before commencement of the Share Scheme
Meeting.

•

Appointing a proxy will not preclude you from attending the
Share Scheme Meeting in person and voting at the Share
Scheme Meeting instead of your proxy.

You may appoint an attorney to attend and vote at the meeting
on your behalf.
Your attorney need not be another Doray Shareholder.
Each attorney will have a right to vote on the poll and also speak
at the Share Scheme Meeting.
The power of attorney appointing your attorney to attend and
vote at the Share Scheme Meeting must be duly executed by you
and specify your name, the company (Doray) and the attorney,
and also specify the meetings at which the appointment may be
used. The appointment may be a standing one. The power of
attorney, or a certified copy of the power of attorney, should be
lodged with the Doray Registry at the address or fax number
provided on the proxy form before the Share Scheme Meeting.
Attorneys of eligible Doray Shareholders will be admitted to the
Share Scheme Meeting and given a voting card on providing at the
point of entry to the meeting written evidence of their
appointment, their name and address, and the name of their
appointor(s).
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Your appointment of an attorney does not preclude you from
attending in person and voting at the Share Scheme Meeting.
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Voting by
corporate
representative

A Doray Shareholder that is a body corporate may appoint an
individual to act as its representative at the Share Scheme
Meeting.
If a representative of the body corporate is to attend the Share
Scheme Meeting the appropriate "Certificate of Appointment of
Corporate Representative" should be produced prior to admission.
A form of the certificate may be obtained from the Doray
Registry. This certificate should be lodged with the Doray
Registry before the Share Scheme Meeting or at the registration
desk on the day of the meeting. The certificate will be retained
by the Doray Registry. If a certificate is completed by an
individual or a corporation under power of attorney, the power of
attorney or a certified copy, must accompany the completed
certificate unless the power of attorney has been previously
noted by the Doray Registry.
Body corporate representatives of eligible Doray Shareholders will
be admitted to the Share Scheme Meeting and given a voting card
at the point of entry to the meeting on providing written
evidence of their appointment, their name and address, and the
name of their appointor(s).
The chairperson of the Share Scheme Meeting may permit a
person claiming to be a representative to exercise the body's
powers' even if they have not produced a certificate or other
satisfactory evidence of their appointment.

7.

Jointly held securities
If you hold shares jointly with one or more other persons, only one of you may vote. If
more than one of you attempts to vote, only the vote of the holder whose name first
appears on the Doray Register will be counted.

Any inquiries in relation to the resolution or the Scheme Booklet should be directed to:
•

the Doray Information Line on 1800 218 694 (for callers within Australia) or +61 1800 218
694 (for callers outside Australia);

•

the Company Secretary of Doray, Mr Iain Garrett on +61 8 9226 0600 between 9am and
5pm WST, Monday to Friday; or

•

your legal, financial or other professional adviser.
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DORAY MINERALS LIMITED
ACN 138 978 631
NOTICE OF OPTION SCHEME MEETING
Notice of Court Ordered Meeting of Doray Optionholders
Notice is given that, by order of the Supreme Court of Western Australia (Court) made on 15
February 2019 pursuant to section 411(1) of the Corporations Act, a meeting of Doray
Optionholders will be held at 10:30am (WST) on 22 March 2019 at the Perth office of BDO, at
38 Station Street, Subiaco, Western Australia (Option Scheme Meeting), or (if later)
immediately after the conclusion of the Share Scheme Meeting.
The Court has also directed that Julius Matthys, or failing him, Peter Alexander, act as
chairperson of the Option Scheme Meeting and has directed the chairperson to report the result
of the Option Scheme Meeting to the Court.
Purpose of the Option Scheme Meeting
The purpose of the Option Scheme Meeting is to consider and, if thought fit, to agree (with or
without modification) to a scheme of arrangement (the Option Scheme) proposed to be made
between Doray and the Doray Optionholders.
Copies of the Option Scheme and the explanatory statement required by section 412 of the
Corporations Act in relation to the Option Scheme are contained in the Scheme Booklet of which
this Notice forms part. Terms used (and not otherwise defined) in this Notice have the same
meaning as set out in the glossary of defined terms in Section 13 of the Scheme Booklet of
which this notice forms part.
Resolution
The Option Scheme Meeting will be asked to consider and, if thought fit, to pass, with or without
modification, the following resolution:
"THAT, pursuant to and in accordance with section 411 of the Corporations Act 2001 (Cth), the
scheme of arrangement proposed to be entered into between Doray and the holders of its
options exercisable at $0.40 each on or before 30 January 2020 (other than any Excluded
Optionholders), as contained in and more particularly described in the booklet of which the
notice convening this meeting forms part, is agreed to (with or without modification as
approved by the Supreme Court of Western Australia (Court)) and FURTHER that, the directors
of Doray are authorised to agree to such alterations or conditions as are thought fit by the
Court and, subject to approval of the scheme of arrangement by the Court, the directors are
authorised to implement the scheme of arrangement with any such alterations or conditions."
Voting exclusion
Doray will disregard any votes cast on the Option Scheme Resolution in respect of any Doray
Scheme Option held by an Excluded Optionholder. As at the date of this Scheme Booklet, there
are no Excluded Options, and therefore no Excluded Optionholders.
BY ORDER OF THE COURT
Mr Iain Garrett
Company Secretary
DORAY MINERALS LIMITED
Dated: 15 February 2019
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In accordance with section 411(4)(a)(ii) of the Corporations Act, the resolution to
approve the Option Scheme must be passed at the Option Scheme Meeting by:
(a)

unless the Court orders otherwise, a majority in number of Doray
Optionholders (other than any Excluded Optionholders) present and voting
(either in person or by proxy, attorney, or, in the case of bodies corporate,
body corporate representative) at the Option Scheme Meeting; and

(b)

Doray Optionholders whose Doray Scheme Options amount in aggregate to at
least 75% (by value) of the total of all Doray Scheme Options voted by Doray
Optionholders present and voting at the Option Scheme Meeting on the Option
Scheme Resolution. The value of the Option Scheme Consideration that would
be payable to a Doray Optionholder will be used to determine the value of
voting entitlements on the Option Scheme Resolution.
The Court has a discretion under section 411(4)(a)(ii)(A) of the Corporations
Act to approve the Option Scheme if it is approved by at least 75% (by value)
of the Doray Scheme Options voted by Doray Optionholders, but not by a
majority in number of Doray Optionholders (other than any Excluded
Optionholders) present and voting at the Option Scheme Meeting.

2.

Court approval
In accordance with section 411(4)(b) of the Corporations Act, the Option Scheme (with
or without modification) is subject to the approval of the Court. If the resolution put
to the Option Scheme Meeting is passed by the requisite majority and the other
conditions precedent to the Option Scheme (other than approval by the Court) are
satisfied or waived by the time required under the Option Scheme, Doray intends to
apply to the Court for the necessary orders to give effect to the Option Scheme.

3.

Entitlement to vote and voting exclusion
Pursuant to section 411 of the Corporations Act and all other enabling powers, the
Court has determined that the time for determining eligibility to vote at the Option
Scheme Meeting is 4pm (WST) on 20 March 2019. Only those Doray Optionholders
entered on the Doray Register at that time will be entitled to attend and vote at the
Option Scheme Meeting.
For the purposes of the voting exclusion statement in this notice, the meaning of
Excluded Optionholders is as defined in Section 13.1 of the Scheme Booklet.
The remaining comments in these explanatory notes are addressed to Doray
Optionholders entitled to attend and vote at the Option Scheme Meeting.

4.

How to vote
Voting at the Option Scheme Meeting will be by poll rather than by show of hands.
You may vote at the Option Scheme Meeting by:
(a)

attending and voting in person;
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(b)

appointing one or two proxies to attend and vote on your behalf, using the
proxy form that accompanied this Scheme Booklet;

(c)

appointing an attorney to attend and vote on your behalf, using a power of
attorney; or

(d)

in the case of a body corporate, appointing a body corporate representative
to attend and vote on your behalf, using a certificate of appointment of body
corporate representative.

Refer to paragraph 6 below for further voting instructions.
5.

Attendance
If you or your representative(s) plan to attend the Option Scheme Meeting, please
arrive at the venue at least 30 minutes prior to the scheduled time for commencement,
so that your option holding can be checked against the Doray Register, any power of
attorney or certificate of appointment of a body corporate representative verified and
you or your representative's attendance noted.

6.

Additional instructions and information regarding voting by proxy, attorney or
corporate representative
Voting by proxy

•

You may vote by proxy by returning a completed and duly
executed proxy form (and any required original or certified
copies of a power of attorney) by:
o

lodgement online at www.investorvote.com.au or
scanning the QR code on your proxy form with your
smartphone and follow the prompts; or

o

posting it or delivering it by hand or facsimile to the
address below:
Computershare Investor Services Pty Limited
GPO Box 1282
Melbourne Victoria 3001
Australia
Facsimile: 1800 783 447 (within Australia)
+61 3 9473 2555 (outside Australia)

•

Custodian voting: For Intermediary Online subscribers only
(custodians) please visit www.intermediaryonline.com to
submit your voting intentions.

•

The completed and duly executed proxy form (and if the
proxy form is executed by an attorney, an original or certified
copy of the power of attorney) must be received by the Doray
Registry by no later than 20 March 2019 at 10:30am WST
for the Option Scheme Meeting.

•

A Doray Optionholder entitled to attend and vote at the
meeting is entitled to appoint not more than two proxies.
Each proxy will have the right to vote on a poll and also to
speak at the meeting.
The appointment of a proxy may specify the proportion or
the number of votes that the proxy may exercise. Where two
proxies are appointed, and unless the appointment specifies
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the proportion or number of the Doray Optionholder's votes
each proxy may exercise, each proxy may exercise half of the
votes (fractions will be disregarded).

Voting by
power of
attorney

•

A proxy need not be a Doray Shareholder or Doray
Optionholder.

•

If a proxy is instructed to abstain from voting on any item of
business, that person is directed not to vote on the Doray
Optionholder's behalf on a poll and the Doray Scheme Options
the subject of the proxy appointment will not be counted in
computing the required majority.

•

If a proxy is not directed how to vote on an item of business,
the proxy may vote or abstain from voting, as that person
thinks fit.

•

Doray Optionholders who return their proxy forms with a
direction on how to vote but without nominating the identity
of their proxy will be taken to have appointed the
chairperson of the Option Scheme Meeting as their proxy to
vote on their behalf.

•

If a proxy form is returned but the nominated proxy does not
attend the Option Scheme Meeting, the chairperson of the
Option Scheme Meeting will act in place of the nominated
proxy and vote in accordance with any instructions. Proxy
appointments in favour of the chairperson of the Option
Scheme Meeting, the secretary or any director which do not
contain a direction will, in the absence of a change in
circumstances, be used to vote in favour of the Option
Scheme.

•

A vote given in accordance with the terms of a proxy is valid
despite the revocation of the proxy, unless notice in writing
of the revocation has been received by Doray or the Doray
Registry before commencement of the Option Scheme
Meeting.

•

Appointing a proxy will not preclude you from attending the
Option Scheme Meeting in person and voting at the Option
Scheme Meeting instead of your proxy.

You may appoint an attorney to attend and vote at the meeting
on your behalf.
Your attorney need not be another Doray Shareholder or Doray
Optionholder.
Each attorney will have a right to vote on the poll and also speak
at the Option Scheme Meeting.
The power of attorney appointing your attorney to attend and
vote at the Option Scheme Meeting must be duly executed by you
and specify your name, the company (Doray) and the attorney,
and also specify the meetings at which the appointment may be
used. The appointment may be a standing one. The power of
attorney, or a certified copy of the power of attorney, should be
lodged with the Doray Registry at the address or fax number
provided on the proxy form before the Option Scheme Meeting.
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Attorneys of eligible Doray Optionholders will be admitted to the
Option Scheme Meeting and given a voting card on providing at
the point of entry to the meeting written evidence of their
appointment, their name and address, and the name of their
appointor(s).
Your appointment of an attorney does not preclude you from
attending in person and voting at the Option Scheme Meeting.
Voting by
corporate
representative

A Doray Optionholder that is a body corporate may appoint an
individual to act as its representative at the Option Scheme
Meeting.
If a representative of the body corporate is to attend the Option
Scheme Meeting the appropriate "Certificate of Appointment of
Corporate Representative" should be produced prior to admission.
A form of the certificate may be obtained from the Doray
Registry. This certificate should be lodged with the Doray
Registry before the Option Scheme Meeting or at the registration
desk on the day of the meeting. The certificate will be retained
by the Doray Registry. If a certificate is completed by an
individual or a corporation under power of attorney, the power of
attorney or a certified copy, must accompany the completed
certificate unless the power of attorney has been previously
noted by the Doray Registry.
Body corporate representatives of eligible Doray Optionholders
will be admitted to the Option Scheme Meeting and given a voting
card at the point of entry to the meeting on providing written
evidence of their appointment, their name and address, and the
name of their appointor(s).
The chairperson of the Option Scheme Meeting may permit a
person claiming to be a representative to exercise the body's
powers' even if they have not produced a certificate or other
satisfactory evidence of their appointment.

7.

Jointly held securities
If you hold options jointly with one or more other persons, only one of you may vote.
If more than one of you attempts to vote, only the vote of the holder whose name first
appears on the Doray Register will be counted.

Any inquiries in relation to the resolution or the Scheme Booklet should be directed to:
•

the Doray Information Line on 1800 218 694 (for callers within Australia) or +61 1800 218
694 (for callers outside Australia);

•

the Company Secretary of Doray, Mr Iain Garrett on +61 8 9226 0600 between 9am and
5pm WST, Monday to Friday; or

•

your legal, financial or other professional adviser.
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