
 
 
 
 
 
 

 
 
8 July 2010 
 
 
 
Australian Securities Exchange Limited 
Company Announcements Office 
Exchange Centre 
20 Bridge Street 
SYDNEY  NSW  2000 

  

 
 
 
Dear Sir / Madam 

 

Off-market takeover bid by Heemskirk Consolidated Limited (ACN 106 720 138) for 

North Queensland Metals Limited (ACN 115 279 653) 

 

I refer to the announcement made by Heemskirk Consolidated Limited (Heemskirk) on 5 

July 2010 in relation to the proposed recommended off-market takeover bid for all the 

ordinary shares in North Queensland Metals Limited (Offer). 

 

We attach, pursuant to item 5 of section 633(1) of the Corporations Act 2001 (Cth), a copy 

of Heemskirkôs Bidderôs Statement in relation the Offer. 

 

Yours faithfully, 

 

 

Colin Walker 
Company Secretary 
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BIDDERôS STATEMENT 
 
 

ACCEPT THIS 
 

RECOMMENDED 
OFFER 
 
by 
 
Heemskirk Consolidated Limited 
ACN 106 720 138 
 

to acquire all of your  
fully paid ordinary shares in 
 

North Queensland Metals Limited 
ACN 115 279 653 
 

The Offer is 1.2 HSK Shares 
 
for every 1 of your NQM Shares 
 
THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR 
IMMEDIATE ATTENTION.  IF YOU ARE IN ANY DOUBT AS TO 
HOW TO DEAL WITH THIS DOCUMENT, YOU SHOULD 
CONSULT YOUR LEGAL, FINANCIAL OR OTHER 
PROFESSIONAL ADVISOR AS SOON AS POSSIBLE. 

Corporate Advisor 

Legal Advisor 
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IMPORTANT INFORMATION   

Important dates 

Announcement of Offer 5 July 2010 

Bidderôs Statement lodged with ASIC 8 July 2010 

Offer opens [Å] 2010 

Offer closes (unless extended) 7.00pm (Melbourne time) [ÅÅ] 2010 

Bidderôs Statement 

This Bidderôs Statement is dated 8 July 2010. 

This Bidderôs Statement is given by Heemskirk Consolidated 

Limited (ACN 106 720 138) (HSK) to shareholders of North 
Queensland Metals Limited (ACN 115 279 653) (NQM) under 
Part 6.5 of the Corporations Act.  This Bidderôs Statement 

includes the Offer, which opens on [Å] 2010, to acquire your 
NQM Shares and also sets out certain disclosures required by 
the Corporations Act. 

A copy of this Bidderôs Statement was lodged with the 
Australian Securities and Investments Commission (ASIC) on 
8 July 2010.  Neither ASIC nor any of its officers takes any 

responsibility for the contents of this Bidderôs Statement.   

A number of defined terms are used in this Bidderôs 
Statement.  These terms are defined in Section 10.1.  Unless 

a contrary intention appears or the context requires otherwise, 
words and phrases in this Bidderôs Statement have the same 
meaning and interpretation as the Corporations Act. 

You should read this Bidderôs Statement in its entirety. 

Investment decisions 

This Bidderôs Statement does not take into account the 

individual investment objectives, financial situation or 
particular needs of any person.  Before deciding whether or 
not to accept the Offer you may wish to seek independent 

financial, legal and taxation advice. 

Forward looking statements 

This Bidderôs Statement contains information which is 

historical in nature and in the nature of forward looking 
statements.  As forward looking statements relate to future 
matters they are subject to inherent risks and uncertainties.  

These inherent risks and uncertainties include factors specific 
to the industry in which HSK and NQM operates, as well as 
general economic conditions, exchange rates, interest rates 

and conditions in the financial markets.  A summary of the risk 
factors of the Offer are provided in Section 6 of this Bidderôs 
Statement. 

Actual events or results may differ materially from events, 

performance or results expressed or implied in any forward 
looking statement.  The past performance of HSK and NQM is 
not a guarantee of their future performance.   

Neither HSK nor any of its Directors, officers, or any person 
named in this Bidderôs Statement with their consent, or any 
person involved in the preparation of this Bidderôs Statement, 

makes any warranty express or implied as to the accuracy or 
the likelihood of fulfilling any forward looking statement except 
to the extent required by law.  You should not place undue 

reliance on any forward looking statement.  The forward 
looking statements only reflect the views held as at the date of 
this Bidderôs Statement. 

 

Information regarding NQM 

Any information in this Bidderôs Statement concerning NQM, 
NQM Shares and the NQM Group has been prepared from 

public information and certain disclosures made by NQM to 
HSK for the purpose of the Offer.  This information has not 
been independently verified by HSK and accordingly, HSK 

makes no representations and warranties, express or implied, 
as to the accuracy of such information to the extent permitted 
by the Corporations Act.   

Offers outside Australia 

NQM Shareholders should note that the consideration under 
the Offer is securities of HSK.  The Offer is subject to 

disclosure requirements in Australia which are different from 
those applicable in other countries. 

This Bidderôs Statement does not constitute an offer to issue 

or sell, or the soliciting of an offer to buy, any securities 
referred to in this Bidderôs Statement or any securities issuable 
in exchange for such securities in any jurisdiction in which the 

issue of such securities would be unlawful.  No action has 
been taken to register this Bidderôs Statement outside 
Australia. 

Ineligible Foreign Shareholders will not be entitled to receive 
HSK Shares as a result of acceptance of the Offer (unless 
HSK determines otherwise).  Ineligible Foreign Shareholders 

who accept the Offer will receive a cash amount calculated in 
accordance with Section 7.7.6 of this Bidderôs Statement.   

How to accept the Offer 

The method with which you accept the Offer depends on your 
holding type.  A summary of how to accept the Offer is 
provided in Section 1, and full details are shown in Section 

7.4.  All acceptances to the Offer must be received by the end 
of the Offer Period.   

Privacy collection statement 

Personal information relating to your holding in NQM Shares 
has been obtained by HSK or its agents from NQM in 
accordance with its rights under the Corporations Act.  HSK 
will share this information with its related bodies corporate, 

advisers and agents where necessary for the purposes of the 
Offer.  HSK, its related bodies corporate, advisers and agents 
will use this information solely for purposes relating to the 

Offer.  If you would like details of your personal information 
held by HSK or its agents, please call the Offer Information 
Line, the details of which are specified below. 

Offer Information Line  

If you have any questions in relation to the Offer, please call 
the Offer Information Line on 1300 703 740 or +61 3 9415 

4090 (from outside Australia). 
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ACTING CHAIRMANõS LETTER 

 

8 July 2010 

 

Dear North Queensland Metals Shareholder 

Offer for your North Queensland Metals Shares 

The Board of Heemskirk Consolidated Limited (HSK) has the pleasure of enclosing an Offer to acquire all of 
your shares in North Queensland Metals Limited (NQM). 

Under the Offer, NQM Shareholders will receive 1.2 HSK Shares for each NQM Share.  Based on the closing 
price of $0.35 per HSK Share on 2 July 2010, the last trading day prior to the announcement of the Offer 
(Announcement Date), this implies a value of $0.42 per NQM Share. 

The Voting Directors of NQM unanimously recommend that you accept the Offer in the absence of a superior 
proposal.  Each Voting Director of NQM intends to accept the Offer in respect of shareholdings which they 
own or control, in the absence of a superior proposal.   Importantly, the Voting Directors recognise and 
support the Offer as being superior to the takeover bid currently being proposed by Conquest Mining Limited 
(Conquest Offer). 

NQMôs second largest shareholder, Newmont Capital Pty Ltd (with a 7.58% shareholding), has also 
demonstrated its support for the Offer by entering into an Option and Pre-Bid Acceptance Deed with HSK on 
5 July 2010 to accept the Offer. 

The Offer provides NQM Shareholders with
(1)

: 

 
ü Superior value 

V an 87% premium to the closing price of NQM Shares on 2 June 2010 of $0.225, being the 
last trading day prior to the announcement of the Conquest Offer; 

V a 56% premium to the closing price of NQM Shares of $0.27 on 2 July 2010, being the last 
trading day prior to the Announcement Date;  

V a 54% premium to the implied value of the Conquest Offer of $0.273 on 2 July 2010, being 
the last trading day prior to the Announcement Date; and 

V a substantial premium to the 1 month and 3 month VWAPs of NQM Shares up to and 
including 7 July 2010. 
 

ü Superior leverage to Pajingo 

V Subject to HSK acquiring 100% of NQM Shares, NQM Shareholdersô attributable interest in 

Pajingo will actually increase to 60.4%.  At present, NQM Shareholders hold a 60% interest 

in Pajingo. 

V By comparison, should the Conquest Offer succeed, NQM Shareholdersô attributable interest 

in Pajingo would reduce to approximately 12%
(2)

. 

V Acceptance of the Conquest Offer may also expose NQM Shareholders to Conquestôs 

undeveloped Mt Carlton mining project, which is likely to require significant capital 

expenditure should it be developed.  

 
 



 

 4 

ü A superior company.  The combination of HSK and NQM will: 

V create a unified, gold-dominated company with 100% ownership of Pajingo; 

V have strong operating cash flow combined with a substantial position in cash and liquid 
investments exceeding $20m;  

V potentially increase share liquidity and, in turn, provide greater access to capital markets; 
and 

V diversify asset risks with the combined entity having two additional fully owned operating 
businesses in tungsten and industrial minerals. 

The Offer is subject to a number of conditions which are set out in full under Section 7 of this Bidderôs 
Statement, including, among other things, HSK having a relevant interest in at least 90% of NQM Shares by 
the end of the Offer Period.  NQM Shareholders are advised to read this Bidderôs Statement in full before 
making a decision about their NQM Shares. 

The Offer is scheduled to close at 7.00pm on [ÅÅ] 2010, unless extended.  To accept the Offer, please follow 
the instructions set out in Section 7.4 of this Bidderôs Statement. 

We look forward to you becoming a shareholder of HSK. 

Yours sincerely, 

 

Ross Herron 

Acting Chairman 

 
 

Enclosed with this letter is a Bidderôs Statement which sets out the detailed terms of the Offer to acquire all your NQM 
Shares. 

1. The implied value of the Offer Consideration in this Bidderôs Statement is calculated on the price of one HSK Share as at 2 
July 2010, being the last trading day before the Announcement Date.  As HSKôs Share price will vary up or down during the 

Offer Period, the actual value of the Offer Consideration will also change.  As at 2 July 2010 the price of each HSK Share was 
$0.35.  This implies an Offer Consideration of $0.42 for each NQM Share.  As at 7 July 2010, being the last trading day prior 
to the date of this Bidderôs Statement, the price of each HSK Share was $0.31.  This implies an Offer Consideration of $0.372 
for each NQM Share.  The actual value of the Offer Consideration will depend on the trading price of HSK Shares once they 

are issued to you, should you accept the Offer. 

2. The calculation assumes conversion of all Conquest options into Conquest shares and the conversion of all NQM Options, as 
a result of the completion of the Conquest Offer, into Conquest shares based on the conversion ratio under the Conquest 

Offer. 
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WHY YOU SHOULD ACCEPT THE OFFER  

1. THE OFFER PROVIDES A SUBSTANTIAL PREMIUM TO THE CONQUEST OFFER  

 
The Offer Consideration of 1.2 HSK Shares for every 1 NQM Share implies a value of $0.42 per NQM 
Share as at the close of trade on 2 July 2010, being the last trading day before the Announcement Date.  
The Directors of HSK consider this to represent a superior alternative to the Conquest Offer.  
 
In particular, the Offer Consideration indicates:  
 

 an 87% premium to the closing price of NQM Shares on 2 June 2010 of $0.225, being the last 
trading day prior to the announcement of the Conquest Offer; 

 a 56% premium to the closing price of NQM Shares of $0.27 on 2 July 2010, being the last trading 
day prior to the Announcement Date;  

 a 54% premium to the implied value of the Conquest Offer of $0.273 on 2 July 2010, being the last 
trading day prior to the Announcement Date; and 

 a substantial premium to the 1 month and 3 month VWAPs of NQM Shares up to and including 7 
July 2010. 

 
The figure below demonstrates the premium provided by the Offer Consideration over various recent 
trading periods based on the implied value of $0.42 per NQM Share, as referred to above.  

 

 
Figure:  Offer Premium  

 
The actual value of the Offer Consideration will vary depending on price of HSK Shares during the Offer 
Period and when the HSK Shares have been issued to you should you accept the Offer.  As at 7 July 
2010, being the last trading day prior to the date of this Bidderôs Statement, the price of each HSK Share 
was $0.31.  This implies an Offer Consideration of $0.372 for each NQM Share. 

 

Offer premium relative to the NQM share 

price immediately prior to announcement of  

the Conquest Of fer (2 June 2010)

Offer premium relative to the NQM share 

price immediately prior to the 

Announcement Date (2 July 2010)

$0.225 $0.224

$0.242

$0.270 $0.266

$0.251

$0.15

$0.25

$0.35

$0.45

Last Close 30 day VWAP 90 day VWAP Last Close 30 day VWAP 90 day VWAP

55%55%

87% 87% 74% 58%56% 67%
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2. MAINTAINS RATHER THAN DILUTES YOUR EXPOSURE TO PAJINGO  

The Offer provides you with an enhanced exposure and greater effective interest in Pajingo, NQMôs 
primary mining operation.  NQM currently holds a 60% interest in Pajingo in joint venture with HSK.  
Based on the terms of the Offer, and assuming that HSK successfully acquires 100% of NQM Shares, 
NQM Shareholders will hold approximately 60.4%

(1)
 of the Combined Entity post completion of the Offer.   

This exposure will also allow NQM Shareholders to receive significant benefit from any potential value 
that may be unlocked through the consolidation of ownership of Pajingo. 

By comparison, should Conquest acquire 100% of NQM Shares under the Conquest Offer, the resultant 
effective interest for NQM Shareholders in Pajingo will be substantially reduced to around 12%

(2)
 and 

NQM Shareholders will also obtain significant exposure to Conquestôs Mt Carlton asset, which is currently 
undeveloped, and likely to require significant capital expenditure should it be developed. 

 

 

 
Figure:  Collective Pajingo Interest. 

In addition to the enhanced exposure to Pajingo, should HSK acquire 100% of NQM Shares, NQM 
Shareholders will also gain exposure to HSKôs other operating assets including the Los Santos Tungsten 
Mine in Spain and the Canadian industrial minerals operations.  Further information on the other 
operating assets of HSK can be found in Section 2.2.  

1. The calculation assumes conversion of all HSKôs Partly Paid Shares and the conversion of all NQM Options, as a result of the 
completion of the Offer, into HSK Shares based on the Offer Consideration ratio. It should be noted that conversion rather than 

redemption of the HSK Convertible Notes will result in a lower effective interest in Pajingo under the Offer. However, as the 
conversion price of the HSK Convertible Notes is significantly below the redemption price, in the opinion of the Directors there is 
greater likelihood of the HSK Convertible Noteholders redeeming rather than converting their HSK Convertible Notes at the 

maturity date on 29 April 2011.  For more information on HSK securities, refer to Section 2.5. 
2. The calculation assumes conversion of all Conquest options into Conquest shares and the conversion of all NQM Options, as a 

result of the completion of the Conquest Offer, into Conquest shares based on the conversion ratio under the Conquest Offer. 

NQM Shareholders Effective Collective Interest in Pajingo 
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3. CREATES AN ATTRACTIVE GOLD-DOMINATED COMPANY 

The Offer provides the unique opportunity to consolidate the ownership of Pajingo in the Combined 
Entity with a unified Board and a management team with experience and knowledge of the project. 
The result is an enlarged and more attractive gold-dominated company with: 

 100% Ownership and operatorship of Pajingo ï increased market awareness and 
visibility and improved potential operating margins through corporate synergy cost savings; 
 

 Increased gold production ï proposed annual gold production from Pajingo is estimated to 
be 70,000oz

(1)
 in the 2010/2011 budget year; 

 

 Increased gold Reserves and Resources
(2)

 ï contained gold Resources (including 
Reserves) of 784,600oz and gold Reserves of 187,400oz combined with a successful project 
track record of Resource to Reserve conversion at Pajingo; and 
 

 Increased gold exploration potential ï access to 100% of the exploration potential at and 
around the Pajingo Gold Mine and the Twin Hills Gold Deposit. 

 
1. This excludes the Twin Hills ore feed.  The Twin Hills Gold Deposit is subject to feasibility evaluation by 

independent mining consultants Snowdens.  Currently no development decision has been approved for the Twin 
Hills Gold Deposit. 

2. Refer to Section 2.2.1 for further details in relation to the Reserves and Resources at Pajingo, including the 

competent person statements.   

The consolidation of Pajingo provides for the following benefits: 

Enhanced Profile  

The Combined Entity, being a significant gold-dominated company, has the potential to: 

 Attract additional institutional and professional investors, which may result in an upward re-
rating of the Combined Entityôs share price toward similar multiples implied by other 
comparable gold companies; 
 

 Unlock strategic value in relation to Pajingo, which may attract additional corporate interest 
in the project and the Combined Entity, which in the opinion of the HSK Directors, is not 
being enjoyed by either HSK or NQM at present; and 
 

 Potentially improve the liquidity of your shares as a result of the Combined Entityôs enlarged 
market capitalisation and a greater number of shares on issue.  The increased market scale 
and potentially enhanced liquidity of the Combined Entity could provide a greater ability to 
access debt and equity capital markets and attract additional institutional investors to invest 
in the Combined Entity. 

Synergies 

The Combined Entity will benefit from the following synergies: 
 

 Removal of the existing joint venture structure between HSK and NQM, allowing for 
coordinated management of the project, with maximum flexibility to pursue value adding 
opportunities and removal of the many inefficiencies of the joint venture, namely: 

ҍ the duplication of management structures, the removal of which will deliver cost 

savings; 

ҍ the voting structure whereby all budgeted and non-budgeted expenditure must be 

unanimously approved by HSK and NQM (with no dilution mechanism should parties 

not agree); 

ҍ the change of control provisions, which allow for operational management to change 

from NQM to HSK should certain changes occur; and 

ҍ the pre-emptive rights relating to the sale of HSKôs or NQMôs interest. 
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 The Combined Entity will be a consolidated entity for tax purposes, allowing it to fully utilise 
any available tax losses to offset tax liabilities arising from Pajingo.  This will result in 
increased after tax cash flows from Pajingo. 

If you accept the Offer and HSK successfully acquires 100% of the NQM Shares, you will have 
a significant exposure to the benefits outlined above. 

 

4. CREATES A COMPANY WITH STRONG CASH FLOWS AND A STABLE BALANCE SHEET 
 
Should HSK successfully acquire 100% of NQM Shares under the Offer, the Combined Entity will 
have the following financial position: 

 
Cash Flow 

V Strong cash flow from its 100% interest in Pajingo, based on current gold prices. In the quarter 
to March 2010, the total annualised operating cash flow from the Pajingo Joint Venture was 
$36.4m. 

V Additional cash flow from production at other operations. 

Balance Sheet and Access to Capital 

V Substantial cash at bank and liquid investments of over $20 million on completion of the Offer. 

V Significantly enhanced financing options as a result of the Combined Entityôs consolidated 
balance sheet and 100% ownership of Pajingo.   

V Potentially improved access and exposure to equity capital markets as a result of the increased 
market capitalisation and enhanced profile of the Combined Entity. 

As a result of the above, the Combined Entity will be in a significantly improved position to fund 
future growth opportunities, pay future dividends and provide for the conversion or redemption of the 
HSK Convertible Notes. 
 

5. THE OFFER HAS BEEN UNANIMOUSLY RECOMMENDED BY THE VOTING DIRECTORS OF 
NQM 
 
The Voting Directors of NQM have unanimously recommended, in the absence of a superior 
proposal, that NQM Shareholders accept the Offer.  In addition, the Voting Directors of NQM have 
indicated that they intend to accept the Offer in respect of NQM Shares which they hold or control, in 
the absence of a superior proposal. 
 

6. THE OFFER IS SUPPORTED BY NEWMONT, A MAJOR SHAREHOLDER OF NQM 
 
Newmont Capital Pty Ltd, a wholly owned Subsidiary of Newmont Mining Corporation, one of the 
worldôs largest gold producers and previous owner of the Pajingo Gold Mine, has entered into an 
Option and Pre-Bid Acceptance Deed with HSK to accept the Offer in respect of its 7.58% holding in 
NQM in the absence of a superior proposal. 
 
Details of the Option and Pre-Bid Acceptance Deed are disclosed in Section 9.2.2. 
 

7. YOU MAY BE ELIGIBLE FOR TAX ROLLOVER RELIEF 
 
Provided the pre-conditions for scrip-for-scrip rollover relief are satisfied, including that HSK acquires 
80% or more of the NQM Shares by the end of the Offer Period, NQM Shareholders who accept the 
Offer and who would otherwise derive a capital gain in respect of the exchange of NQM Shares for 
HSK Shares would be entitled to choose scrip-for-scrip rollover relief.  The effect of choosing scrip-
for-scrip rollover relief would be that the capital gain arising from the disposal of NQM Shares for 
HSK Shares would be disregarded for Australian CGT purposes and the cost base of the HSK 
Shares received would, for Australian CGT purposes, be the original cost base of the NQM Shares.  
Refer to Section 8 for a general summary of Australian tax considerations for NQM Shareholders.  
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POTENTIAL CONSEQUENCES OF NOT ACCEPTING THE OFFER  

The Directors of HSK believe that the Offer for NQM is fair and superior to the Conquest Offer.  
However, if you choose not to accept the Offer, there are certain potential consequences of which 
you should be aware: 

 

ü You may not gain exposure to the significant potential value that may be unlocked through 
consolidating 100% ownership of Pajingo. 

 

ü If you accept the Conquest Offer and Conquest acquires 100% of the NQM Shares, your effective 
interest in Pajingo will be significantly diluted and you will be exposed to Conquestôs Mt Carlton 
asset, which is currently undeveloped and likely to require significant capital expenditure should it be 
developed. 

In addition, Conquestôs holding in Pajingo, assuming HSK continues to own its existing 40% share of 
the Pajingo Joint Venture, will continue to suffer from the inefficiencies currently associated with the 
joint venture arrangement, including: 

 
ҍ the duplication of management structures, which increases costs; 

 

ҍ the voting structure whereby all budgeted and non-budgeted expenditure must be unanimously 

approved by joint venture participants (with no dilution mechanism should parties not agree); 

 

ҍ the change of control provisions which allows for operational management to change to HSK 

should certain changes occur to the management team and Directors of the Subsidiary that 

holds NQMôs project interest; and 

 

ҍ the pre-emptive rights relating to the sale of a joint venturerôs interest. 

 

ü If HSK is successful in gaining acceptances for 90% or more of NQM Shares, and thus becomes 
entitled to compulsorily acquire the remaining NQM Shares pursuant to the Corporations Act, it 
intends to exercise that right. 

 

ü If HSK waives the 90% acceptance condition of the Offer during the Offer Period, it could finish the 
Offer with less than 90% of NQM Shares.  If by doing so, HSK becomes the majority shareholder in 
NQM, and NQM remains a listed company, the market for your NQM Shares may be less liquid.  
This could make it more difficult to sell your NQM Shares later, should you wish to do so. 

 

ü There is a risk that if the Offer lapses, and no superior offer emerges, then the trading price of NQM 
Shares may not achieve the levels implied by the value of the Offer. 

 

You should consult your broker, financial or other professional adviser to ascertain the 
impact of the consequences and risks regarding not accepting the Offer, including those 
outlined above on the value of your NQM Shares. 
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HO W TO ACCEPT THE OFFER  

For CHESS Holdings of NQM Shares: 

If your NQM Shares are held on a CHESS Subregister, either contact your Controlling Participant (usually 
your broker) and instruct them to accept the Offer on your behalf, or complete the enclosed Acceptance 
Form by following the instructions provided on it, and return the signed form in the enclosed self 
addressed envelope or to the address below. 

Signed Acceptance Forms must be sent to: 

Heemskirk Offer 
C/- Computershare Investor Services Pty Limited 
GPO Box 52  
Melbourne  VIC  3001  

 

For Issuer Sponsored Holdings of NQM Shares 

If your NQM Shares are held on NQMôs Issuer Sponsored Subregister, complete the enclosed 
Acceptance Form by following the instructions provided on it, and return the signed form in the enclosed 
self addressed envelope or to the address below. 

Heemskirk Offer 
C/- Computershare Investor Services Pty Limited 
GPO Box 52  
Melbourne  VIC  3001  

Last day to return Acceptance Form 

The Offer closes at 7.00pm (Melbourne time) on [ÅÅ] 2010, unless extended by HSK.  Your Acceptance 
Forms must be received before the end of the Offer Period.  Note that if your NQM Shares are held on a 
CHESS Subregister, HSK will merely send to your Controlling Participant your signed Acceptance Form.  
Your Controlling Participant is the only person who can accept the Offer on your behalf.  Accordingly, your 
Controlling Participant must accept the Offer on or before 7.00pm (AEST) on [ÅÅ] 2010, unless the Offer is 
extended by HSK. 

 

 

Offer Information Line 

For questions regarding your NQM Shares, the Offer or how to accept please refer to the remainder of 
this Bidderôs Statement.  If you still require assistance, please contact the Offer Information Line on: 

 For Australian callers: 1300 703 740 

 For International callers: +61 3 9415 4090 

For the benefit of NQM Shareholders, please note that all calls to these numbers will be recorded. 
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1.  SUMMARY OF THE OFFER  

This is a summary of the Offer and is qualified by the other Sections of this Bidderôs Statement.  You 
should read this Bidderôs Statement in its entirety before deciding how to deal with your NQM Shares.  

The full terms of the Offer are contained in Section 7 of this Bidderôs Statement. 
 

Who is making the Offer?  HSK is making the Offer to acquire all of your NQM Shares.   

HSK is presently in a joint venture with NQM in relation to 
Pajingo. 

What is the Offer Consideration?  HSK is offering 1.2 HSK Shares for every NQM Share, on the 
terms and conditions set out in Section 7 of this Bidderôs 
Statement. This implies a value of to $0.42 per NQM Share 
based on the closing price of HSK Shares on 2 July 2010, 
being the last trading day prior to the Announcement Date. 

The actual value of the Offer Consideration will depend on 
HSKôs share price during the Offer Period, which may vary up 
or down, and once HSK Shares are issued to you, should you 
accept the Offer.  To demonstrate, the table below shows the 
indicative implied values of the Offer Consideration at various 
HSK Share prices. 
 

HSK Share 
price 

Implied value of 
Offer Consideration 

per NQM Share 

$0.25 $0.300 

$0.26 $0.312 

$0.27 $0.324 

$0.28 $0.336 

$0.29 $0.348 

$0.30 $0.360 

$0.31 $0.372 

$0.32 $0.384 

$0.33 $0.396 

$0.34 $0.408 

$0.35 $0.420 

$0.36 $0.432 

$0.37 $0.444 

$0.38 $0.456 

$0.39 $0.468 

$0.40 $0.480 
 

When does the Offer close?  The Offer is scheduled to close at 7.00pm (Melbourne time) on 
[ÅÅ] 2010.  The Offer Period can be extended by HSK in 
accordance with the Corporations Act. 

What are the conditions of the 
Offer? 

 The Offer is for all of your NQM Shares and is subject to the 
certain conditions (known as Defeating Conditions) set out in 
Section 7.6 of this Bidderôs Statement.  A summary of the 
Defeating Conditions are shown below: 

  
ü a 90% minimum acceptance condition; 

 Á  
ü conditions relating to regulatory approvals; 
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 Á  
ü conditions relating to third party change of control 

rights; and 

 Á  
ü conditions relating to certain material transactions, 

prescribed occurrences, Material Adverse Changes 
and the conduct of NQMôs business. 

What happens if the conditions of 
the Offer are not satisfied or 
waived? 

 If the Defeating Conditions are not satisfied or waived by the 
end of the Offer Period, the Offer will lapse. 

How do I accept the Offer?  To accept the Offer you must follow the instructions set out in 
Section 7.4 of this Bidderôs Statement and on the enclosed 
Acceptance Forms.  To be effective, your acceptance must be 
received by HSKôs share registry, Computershare Investor 
Services Pty Limited, at the specified address, before the end 
of the Offer Period. 

There is no cooling off period attached to the acceptance of 
the Offer.  Once you have accepted the Offer, you are unable 
to withdraw your acceptance unless a right to withdraw arises 
under the Corporations Act. 

Can I accept the Offer for part of 
my holding? 

 No, you can only accept for all of your NQM Shares.  Your 
acceptance of the Offer will be deemed as being for all your 
NQM Shares held by you as shown on the NQM Share 
Register at the date your acceptance is processed.  If you 
acquire any additional NQM Shares during the Offer Period, 
you must lodge a further Acceptance Form for the additional 
NQM Shares. 

If I accept the Offer, when do I 
receive my Offer Consideration? 

 If you validly accept the Offer in accordance with the 
instructions contained in this Bidderôs Statement and on the 
Acceptance Forms and the Defeating Conditions are waived or 
satisfied, you will be issued with HSK Shares in accordance 
with Section 7.7. 

What are the risks associated with 
the Offer? 

 By accepting the Offer, and Defeating Conditions are waived 
or satisfied,, you will become an HSK Shareholder.  There are 
various risks associated with an investment in HSK, which are 
detailed in Section 6.  You are advised to read this Section in 
full before deciding whether to accept the Offer. 

Can I sell the HSK Shares I receive 
from accepting the Offer on the 
ASX? 

 Yes.  You will be able to offer to sell the HSK Shares you 
receive on the ASX. 

Who is an Ineligible Foreign 
Shareholder? 

 An NQM Shareholder whose address on the NQM Share 
Register is not in Australia or New Zealand is an Ineligible 
Foreign Shareholder for the purpose of the Offer. 

What if I am an Ineligible Foreign 
Shareholder? 

 Ineligible Foreign Shareholders will not be entitled to receive 
HSK Shares as a result of acceptance of the Offer.  Ineligible 
Foreign Shareholders who accept the Offer will be paid a cash 
amount calculated in accordance with Section 7.7.6 of this 
Bidderôs Statement. 

What are the tax consequences of 
accepting the Offer? 

 Please consult your financial, tax or other professional adviser 
on the tax implications of acceptance.  A general summary of 
the major tax implications in Australia for NQM Shareholders 
who accept the Offer is set out in Section 8. 
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Do I pay brokerage or stamp duty 
if I accept the Offer? 

 If your NQM Shares are registered in an Issuer Sponsored 
Holding in your name and you deliver them directly to HSK, 
you will not incur any brokerage in connection with your 
acceptance of the Offer. 

If your NQM Shares are registered in a CHESS Holding or you 
hold your NQM Shares through a bank, custodian or other 
nominee, you should ask your Controlling Participant (usually 
your broker) or the bank, custodian or other nominee whether 
it will charge any transaction fees or service charges in 
connection with your acceptance of the Offer. 

If you are an Ineligible Foreign Shareholder, the proceeds of 
sale of the HSK Shares to which you would become entitled as 
a consequence of accepting the Offer will be net of sale costs, 
including brokerage (see Section 7.7.6). 

You will not pay any stamp duty if you accept the Offer. 

What happens if I do not accept 
the Offer? 

 You will remain an NQM Shareholder and will not be paid the 
Offer Consideration.  If HSK becomes entitled to compulsorily 
acquire your NQM Shares, it intends to do so.  If your NQM 
Shares are compulsorily acquired by HSK, it will be on the 
same terms (including the same consideration for each NQM 
Share acquired) as the Offer.  However, you will have to claim 
the HSK Shares through the compulsory acquisition process 
and you will be accounted to those HSK Shares later than 
NQM Shareholders who choose to accept the Offer. 

If HSK does not become entitled to compulsorily acquire your 
NQM Shares, you will remain an NQM Shareholder. 

Where can I get more information?  If you have any questions in relation to the Offer, please call 
the Offer Information Line on 1300 703 740 or +61 3 9415 
4090 (from outside Australia). 

For the benefit of NQM Shareholders, please note that all calls 
to these numbers will be recorded.  
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2.  PROFILE OF HEEMSKIRK  

2.1 INTRODUCTION 

HSK is a diversified mining, finance and investment company.  HSK holds a number of strategic 
assets, including the Pajingo Joint Venture (currently 40%), the Los Santos Tungsten Mine (100%) 
and an industrial minerals business in Canada (100%).  In addition to these assets, HSK has 
investments in a number of listed and unlisted resource equities.  Directly and indirectly HSK 
employs approximately 270 people. 

   

Figure:  HSK Business Structure 

HSK has more than doubled its market capitalisation since listing on the ASX in 2004.  During this 
time, HSK has established itself as a competitive operator in the Australian mining sector.  Asset 
growth since 2004 has been consistent and HSK now has total assets of approximately $111 million 
(net assets $62 million).  Refer to Section 2.9 for further details.   

2.2 OPERATIONS AND ASSETS OVERVIEW 

HSKôs current activities span across five operational centres: 

ü Queensland, Australia:  HSK holds a 40% interest in the Pajingo Joint Venture;  

ü Spain:  HSK owns 100% of the Los Santos Tungsten Mine in western Spain.  On completion 
of current process improvements, Los Santos should become one of the largest four 
producing tungsten mines in the western world; 

ü Canada:  HSK has a wholly owned industrial minerals business producing commodities 
principally for the oil, oil sands and gas sectors.  This business includes mining, processing, 
logistics and marketing disciplines; 

ü United Kingdom/Europe:  HSK has a small business development arm to investigate 
ongoing opportunities in the European region; and 

ü Victoria, Australia:  HSKôs corporate headquarters are in Melbourne.  This office is 
responsible for investment and business development decisions, equity investments, 
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operational oversight and decisions in relation to statutory compliance and corporate 
governance. 

The figure below shows HSKôs five operational centres.   

 
Figure:  HSKôs Global Operational Centres 

2.2.1 Pajingo Joint Venture (40% HSK, 60% NQM) 

The Pajingo Joint Venture consists of the Pajingo Gold Mine and the Twin Hills Gold Deposit.  The 
Pajingo Joint Venture is owned 40% by HSK and 60% by NQM.  NQM is the manager of the 
operation.   

The Pajingo Gold Mine is located 56km south-south-east of Charters Towers and 150km south-west 
of Townsville, in Queensland.  The Pajingo Gold Mine tenements cover an entire epithermal field 
(800km

2
).  The Twin Hills Gold Deposit is located approximately 200km, by road, south of the 

Pajingo Gold Mine.  

The Pajingo field was discovered by Battle Mountain Gold Company, with mining commencing in 
1986.  The Pajingo Gold Mine was operated as a joint venture between Battle Mountain Gold 
Company and Normandy Mining Limited from 1991.  In 2001, Battle Mountain Gold Company was 
acquired by Newmont Mining Corporation.  In 2002, Newmont Mining Corporation consolidated 
100% ownership of the Pajingo Gold Mine, when it merged with Normandy Mining Limited.   

HSK (in joint venture with NQM) acquired its interest in the Pajingo Gold Mine and the surrounding 
exploration tenements from Newmont Mining Corporation in December 2007.  The purchase price 
was $25 million (100%).  Under the Joint Venture, NQM was appointed the manager of the 
operation.  Cash payback on the Pajingo Gold Mine was achieved for HSK in approximately 18 
months.  Pajingo is predicted to produce a proposed 70,000oz of gold in the 2010/2011 budget year. 

The Twin Hills Gold Deposit acquisition (by the Pajingo Joint Venture) was announced in July 2009, 
and was acquired from Gold One International Limited for $1.75 million.  The Twin Hills Gold 
Deposit may be developed as a satellite operation to Pajingo, providing potential incremental annual 
production of up to 30,000oz of gold.  The development of the Twin Hills Gold Deposit is subject to 
an independent evaluation for the Pajingo Joint Venture by independent mining consultants 
Snowdens.  Subject to appropriate outcomes, a development decision may be made. 

The Pajingo Gold Mine leaseholding of 800km
2
 is in a highly prospective region of Queensland, 

which has produced over 10 million oz of gold from a series of successful mines.  The Pajingo Gold 
Mine has produced in excess of 2.3 million oz of gold since going underground in 1996.  Exploration 
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potential is a feature of the lease area with a large inventory of drill targets.  Excess plant capacity is 
already available for any new potential mill feed discovered.   

The focus in 2010 has been to continue exploration drilling and develop potential major ore sources.  
Areas around Zed Sonia, Dawn and Faith, the Twin Hills Gold Deposit lease area and Moonlight are 
all focal points.  On 2 July 2010, HSK announced some infill and extension drilling results.  In 
addition, there will be a focus on extending mine life overall and seeking additional ways to add 
value.  The Pajingo Joint Venture is anticipating adding production in a modest way from small open 
pits in the 2010/2011 budget year.  As an example, the Pajingo Joint Venture has recently approved 
development of the Janet A open pit, subject to statutory permits and approvals.  Janet A is located 
within 1km of the processing plant.  The Janet A Resource contains 100,000 tonnes at 3.6g/t for 
11,500oz gold.  The Pajingo Joint Venture Reserves and Resources are outlined in the tables 
below

(1)
.  HSKôs attributable interest is 40%. 

Reserves Proved Probable Total 

 
Tonnes Grade oz Tonnes Grade oz Tonnes Grade oz 

Underground 

Pajingo Mine 
         

Bell Vein 
   

46,500 10.3 15,300 46,500 10.2 15,300 

JB (Janet B) 8,500 12.1 3,300 62,400 8.6 17,300 70,900 9.0 20,600 

JD (Jandam) 20,900 4.9 3,300 104,000 5.3 17,700 124,900 5.2 21,000 

VSE (Vera South East) 19,600 5.8 3,700 9,800 6.9 2,200 29,400 5.2 5,900 

VS (Vera South and VSD) 21,000 4.4 3,000 22,000 5.4 3,800 43,000 4.9 6,800 

Subtotal 70,000 6 13,300 244,700 7.2 56,300 314,700 6.9 69,600 

Twin Hills Underground Reserve in Preparation 

Open Pit 

Pajingo Mine 
         

Janet A 
   

100,100 3.6 11,500 100,100 3.6 11,500 

Venue 
   

123,500 3.6 14,300 123,500 3.6 14,300 

Sub total 
   

223,600 3.6 25,800 223,600 3.6 25,800 

Twin Hills Open Pit 
   

842,000 3.4 92,000 842,000 3.4 92,000 

Total 70,000 5.9 13,300 1,310,300 4.1 174,100 1,380,300 4.2 187,400 

 

Resources (exc Reserves) Measured Indicated Inferred Total 

 
Tonnes Grade oz Tonnes Grade oz Tonnes Grade oz Tonnes Grade oz 

Pajingo Underground 
            

JD (Jandam) 
      

6,100 19.3 3,800 6,100 19 3,800 

VC (Veracity) 
   

81,000 10 26,000 8,400 7.7 2,100 89,400 10 28,100 

Bell Vein 
      

90,900 6.0 17,500 90,900 6 17,500 

Bunty 
      

90,000 10.7 31,000 90,000 11 31,000 

Zed Sonia 
      

710,000 8.7 198,000 710,000 9 198,000 

Sub-total Underground 
   

81,000 10 26,000 905,400 8.7 252,400 986,400 8.8 278,400 

Pajingo Open Pits 
            

Janet A 
            

Venue 
            

Vera North Upper 
      

124,600 2.6 10,500 124,600 3 10,500 

Nancy North 
      

175,500 3.3 18,400 175,500 3 18,400 

Cindy 
      

50,300 7.9 12,900 50,300 8 12,900 

Subtotal Open Pits 
      

350,400 3.7 41,800 350,400 3.7 41,800 

Twin Hills 
            

309 Deposit open pit 
   

797,000 1.3 34,000 166,000 1 7,000 963,000 1.3 41,000 

309 Deposit underground 
   

269,000 3.9 34,000 650,000 3.9 82,000 919,000 3.9 116,000 

Lone Sister 540,000 4.1 71,000 280,000 3.4 31,000 200,000 2.8 18,000 1,020,000 3.7 120,000 

Subtotal Twin Hills 540,000 4.1 71,000 1,346,000 2.3 99,000 1,016,000 3.3 107,000 2,902,000 3.0 277,000 

Total 540,000 4.1 71,000 1,427,000 2.7 125,000 2,271,800 5.5 401,200 4,238,800 4.4 597,200 

1. As disclosed by NQM in its announced Reserves and Resources Update, released on 24 June 2010 on the ASX. 

Table:  Pajingo Joint Venture Reserves and Resources 

Ore is currently mined by underground methods.  The Pajingo ore is processed through a carbon in-
pulp plant.  The plant operates at approximately 300,000 tonnes per annum.  The plant has a 
capacity of 750,000 tonnes per annum. 
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Recent production and (unaudited) financial results are summarised in the following table
(1)

: 

Pajingo Production  
(100%)

(2)
 

Quarter Ending 

31-Mar-10 31-Dec-09 30-Sep-09 30-Jun-09 

Mine Production (t) 64,339 73,894 91,588 71,681 

Mine Grade (g/t) 6.4 6.9 4.8 4.9 

Mill Production (dry t) 71,220 72,396 89,813 79,552 

Mill Grade (t) 6.6 6.1 4.9 4.4 

Recovery (%) 96.9% 95.9% 95.7% 95.0% 

Gold Produced (oz) 14,622 13,503 13,540 10,801 

Silver Produced (oz) 21,703 26,724 18,421 13,191 

Cash Cost $/oz Au $700 $741 $705 $853 

1. Based on the results as reported by NQM in its Quarterly Reports.   
2. HSKôs equity interest in the above production is 40%.  

Table:  Pajingo Gold Mine Operational Performance 

The information in this Bidderôs Statement that relates to óJanet Aô is based on information reviewed by Malcolm Wyburn, who 
is a Fellow of the Australasian Institute of Mining and Metallurgy. He is a full time employee of Wyburn Mining Services. 
Malcolm Wyburn has sufficient experience which is relevant to the style of mineralization and to the activity which he is 

undertaking to qualify as a Competent Person as defined in the 2004 Edition of the óAustralasian Code for Reporting of 
Exploration Results, Mineral Resources and Ore Reservesô. Malcolm Wyburn consents to the inclusion in this Bidderôs 
Statement of the matters based on his information in the form and context in which it appears. 

The information in this Bidderôs Statement that relates to Mineral Resources and Probable Reserve on the Twin Hills project 
is based on information compiled by Mr Peter Brown, who is a Member of Australian Institute of Geoscientists. He is a full 
time employee of North Queensland Metals Limited. Mr Brown has sufficient experience which is relevant to the style of 

deposit under consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the 
2004 Edition of the óAustralasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves, Mr Brown 
consents to the inclusion in this Bidderôs Statement of the matters based on his information in the form and context in which it 

appears. 

The Resources and Reserves tabulated above relate to the Pajingo Mine and leases located in north Queensland. The gold 
mineralisation is in narrow (0.5 - 10m) steep dipping (70 - 85 degrees) veins interpreted to be an epithermal quartz vein style.  

Mining has been carried out at Pajingo since 1986, through open pits and associated underground workings that have been 
developed over a 3km strike length to a depth of 600m. Stope extraction has been concentrated in a number of steeply 
plunging shoots 100-200m in strike length.   

The Reserves reported are classified as ñProvedò where underground development has been driven along the veins with 
associated face sampling and mapping to define gold grades and boundaries.  Reserves classified as ñProbable 
Undergroundò have been defined by a nominal 20m (horizontal) 30m (vertical) diamond drill pattern. Reserves classified as 

ñProbable Open Pitò have been defined by a combination of reverse circulation (RC) and diamond drilling on 20m spaced 
sections. Both Probable Ore Reserve tabulations are based on cut-off grades covering variable costs only.  Resources are 
reported from the block model based on a 6 g/t cut-off grade. In the case of Indicated Resources the diamond drill spacing is 

a nominal 20m (horizontal) by 30m (vertical). In the case of Inferred Resources the drill spacing is 60 to 100m.  

2.2.2 Los Santos Tungsten Mine (100% HSK) 

Los Santos is a tungsten mining and processing facility located in western Spain, approximately 
50kms south of Salamanca and 150kms west of Madrid.  HSK owns 100% of the Los Santos mining 
and processing operations.   

Tungsten is the strongest of all metals, being three times harder than chrome and titanium and has 
the highest melting temperature of all metals (3400°C).  Tungsten is utilised for abrasives, cutting 
tools, tool steels and special alloys, lighting and drilling equipment. 

Once the Los Santos Tungsten Mine achieves full production, it will be one of the top four tungsten 
producers in the western world.  Los Santos is expected to generate over 10% of western world 
tungsten product.  The Los Santos Tungsten Mine is a very strategic mine in a Chinese dominated 
tungsten market.  Los Santos has a long mine life. 

A review of the Los Santos Tungsten Mine was completed during the 2009 calendar year and a 
program of process plant modifications was executed.  As announced on 25 June 2010, this activity 
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has culminated in significant improvements in operational performance, with concentrate shipments 
restarting.   

The importance of the Los Santos Tungsten Mine has been confirmed with recent significant 
corporate interest expressed in the asset.  In response to this corporate interest, HSK is conducting 
a structured process, as previously announced, in order to determine what opportunities may exist 
to maximise value for HSK Shareholders.  This process continues with several parties to conduct 
site inspections during July 2010.  

The Los Santos deposit is a typical skarn-hosted scheelite deposit, where intrusion of granitoids into 
carbonate-rich sedimentary rocks has resulted in their replacement by calc-silicate or siliceous 
minerals, together with mineralisation.  The deposit has been divided into a number of zones, six of 
which form the basis of the identified Resources and Reserves.  The strike length varies for each 
zone and zone dips are fairly uniform across the deposit varying between 600m and 900m.  Within 
each zone, the skarn mineralisation is located within a number of individual beds separated by 
barren lithologies.  The major skarn beds vary between 2m and 20m in width; with numerous thinner 
bands measuring tens of centimetres. 

For the Reserves, a selective mining unit size of 2.5m x 5.0m x 5.0m was used, orientated such that 
2.5m effective minimum width is always orientated cross-strike to skarn bedding.  In addition to this 
selectivity, an additional óunplannedô dilution of 2% was applied, along with a mining recovery of 
98%.  Pit slope parameters were derived from geotechnical studies.   

An additional two new ore zones within the mining lease have been added to the overall Identified 
Mineral Resource at the Los Santos Tungsten Mine.  Resources for these zones were estimated 
following geological block modelling and assessment of exploration and delineation data collected 
by previous owners of the Los Santos Tungsten Mine. 

The table below outlines the Reserves and Resources at the Los Santos Tungsten Mine
(1)

 as at 30 
June 2009, using a cut-off grade of 0.05% WO3: 

Reserve 

2008 2009 

Tonnes 
(ó000) 

WO3% 
Tonnes 

WO3 
Tonnes 
(ó000) 

WO3% 
Tonnes 

WO3 

Proved 781 0.35 2,765 672 0.31 2,089 

Probable 1,855 0.27 5,072 1,681 0.25 4,223 

Total Reserves 2,636 0.30 7,838 2,353 0.27 6,312 

Resources
(2)

 

2008 2009 

Tonnes 
(ó000) 

WO3% 
Tonnes 

WO3 
Tonnes 
(ó000) 

WO3% 
Tonnes 

WO3 

Measured 849 0.34 2,888 730 0.30 2,219 

Indicated 2,458 0.26 6,391 2,249 0.25 5,681 

Inferred 1,934 0.19 3,717 1,757 0.19 3,276 

Total Resources 5,241 0.25 12,996 4,736 0.24 11,176 
1. Based on Reserves and Resources as reported in HSKôs 2009 Annual Report. 
2. Measured & Indicated Resources are inclusive of Reserves.  Inferred Resources are inclusive of In-Pit Inferred 

Resources. 

Table:  Los Santos Tungsten Mine Reserves and Resources  

2.2.3 Heemskirk Canada - Industrial Mineral Products (100% HSK) 

Heemskirk Canada has a regional administrative office in Calgary, Canada and operates three 
mines (two of which are operated on a campaign basis) and two processing facilities: 

ü The Moberly operation in British Columbia has an open pit mine and a mineral processing 
facility. It produces flint grade silica for the glass manufacturing industry, and other silica 
products for the oil & gas, oil sands, recreational and landscaping industries; and 
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ü The Lethbridge processing facility in Alberta produces bulk and packaged barite, zeolite and 
gypsum for supply into the oil & gas and agricultural industries.  Raw material is either 
sourced from Heemskirk Canadaôs zeolite open pit mines at Cache Creek and Princeton in 
British Columbia, or purchased from third parties.  Barite and other drilling mud 
consumables play a dominant role in the Canadian business. 

The operations are geographically well placed and leveraged into the oil, oil sands and gas sectors 
and to a lesser extent, agricultural and other industries.  Products have established markets and 
new product developments including gypsum and silica are being evaluated for the oil sands and 
gas sectors.   

The Moberly Silica Deposit (100% owned by HSK) occurs within a near vertical, massive quartzite 
unit which is at least 200m in thickness and has a strike extent of several kilometres.  The deposit 
consists of approximately 1,000m strike length of altered, friable zones within the quartzite.  
Resources and Reserves at 30 June 2009 were estimated for a strike length of 700m within these 
zones that have been exposed by mining operations.  During 2008/09 approximately 25,000 tonnes 
of broken quartzite was hauled to the plant.  All of this material was taken from the previously 
defined pit area (Proved Ore Reserve). 

The 2009 Reserves and Resources were estimated by classic cross sectional methodology using a 
survey of the pit surface area current at 30 June 2009 and consideration of a combination of a new 
25 year pit plan for the north-western end of the deposit and the existing life-of-mine pit plan for the 
north-eastern end.   The 25 year pit extended the proposed overall pit to the north-west resulting in 
an increased reserve tonnage in that area but this increase was balanced by tonnes hauled to the 
plant during the year and a shallowing of parts of the previously planned pit.  

The quartzite trucked to HSKôs processing plant is crushed, dried and processed to produce either 
silica sand for immediate sale or to provide feed for the silica flour plant.  Silica flour is a component 
product used in oil, gas and oil sand high temperature well cements.  From time to time sand plant 
waste pond fines are also used to produce silica flour. 

The tables below show the Reserves and Resources for the Moberly Silica Deposit
(1)

: 

Reserves at 30 June 2009 

  Dry tonnes (millions) of 98% silica product 

Reserve Category 2008 2009 

Proved 14.2 14.2 

Probable 2.1 2.1 

Total Proved + Probable
(2)

 16.3 16.3 
1.  Based on the Reserves and Resources reported in HSKôs 2009 Annual Report. 

2.  Reserves include untreated broken ore stocks at open pit and processing plant 

Table:  Moberly Reserves 

In situ Identified Resources at 30 June 2009 

  Dry tonnes (millions) of 98% silica product 

Resource Category 2008 2009 

Measured 22.7 22.7 

Indicated 13.6 13.5 

Total Measured + Indicated
(2)

 36.3 36.2 
1.  Based on the Reserves and Resources reported in HSKôs 2009 Annual Report. 

2.  Resources include that proportion modified to produce Reserves. 

Table:  Moberly Resources 
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The tables below show the Resources for HSKôs Zeolite Deposits
(1)

: 

Princeton Zeolite Deposit (Exclusive mining rights held by HSK) 

In situ Identified Resources at 30 June 2009 

  Dry tonnes (millions) zeolitised rock 

Resource Category 2008 2009 

Measured 0.44 0.44 

Indicated 0.11 0.11 

Total Measured + Indicated 0.55 0.55 
1.  Based on the Reserves and Resources reported in HSKôs 2009 Annual Report. 
Table:  Princeton Resources 

 

Cache Creek Zeolite Deposit (100% owned by HSK) 

In situ Identified Resources at 30 June 2009  

  Dry tonnes (millions) zeolitised rock 

Resource Category 2008 2009 

Measured 0.65 0.65 

Indicated 0.24 0.24 

Total Measured + Indicated 0.89 0.89 
1.  Based on the Reserves and Resources reported in HSKôs 2009 Annual Report. 
Table:  Cache Creek Resources 

2.2.4 Investment Division 

Investments continue to be undertaken in both listed and unlisted companies.  HSKôs approach 
allows it to: 

ü maintain contact with quality commentators and third party investment institutions that 
provide input on investment matters; 

ü ensure a series of seed capital investments are initiated (as with previous years).  This 
allows HSK to be exposed to diversity, quality people and projects at an early stage; 

ü ensure that investments have been made in stocks that provide for good returns; and 

ü ensure other groups are aware of its approach to facilitate future growth. 

Equity investments are subject to assessment of usual analytical portfolio parameters and metrics.  
These include commodity cycle, cash flow and price to earnings multiples, asset and liability ratios, 
mine life variables, market capitalisation per Resource and Reserve unit and assessment of 
exploration.  From time to time management will undertake site visits to evaluate pre-existing or 
potential investments. 

2.3 BOARD AND SENIOR MANAGEMENT 

2.3.1 Voting Directors 

Ross Herron - FCA FAICD - Non-Executive Director (Acting Chairman for the Offer) 

A Chartered Accountant, Ross retired as a Senior Partner of PricewaterhouseCoopers in December 
2002.  He was a member of the Coopers & Lybrand (now PricewaterhouseCoopers) Board of 
Partners where he was Deputy Chairman and the Melbourne office Managing Partner for six years.  
Ross also served on several international committees within Coopers & Lybrand. 

Ross is a Non-Executive Director of GUD Holdings Limited, Select Harvests Limited, the Royal 
Automobile Club of Victoria (RACV) Ltd and a major industry superannuation fund.    
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Ross is Chairman of the Audit Committee and a member of the Risk, Nomination and Remuneration 
Committees.  He joined the Board on 25 June 2004. 

William A (Lex) Hansen - BSc MBA FAusIMM FAICD - Non-Executive Director 

Lex has more than 45 yearsô experience within the mining industry.  He was an Executive Director of 
Corporate Finance (Mining) at HSBC Bank Australia Limited with regional responsibility for 
resources debt and equity investment appraisals and underwriting transactions.  

Lex was a Director and Partner of share-broking firm Roach & Co.  Prior to that, he held technical 
and finance positions with CSR Limited, Tenneco Corp and Utah Development Company.  Lex is a 
Non-Executive Director of Platinum Australia Limited and Endocoal Limited, and is also a key 
adviser to London-based Anglo Pacific Group plc.   

Lex is Chairman of the Risk Committee and a member of the Audit and Remuneration Committees.  
He joined the Board on 1 March 2004. 

Kevin Robinson - BSc(Hons) MAusIMM F Fin FAICD - Managing Director 

Kevin has over 25 years of post graduate experience in the mining industry including 20 years in the 
investment sector.  He is a geologist with post graduate qualifications and has held technical and 
investment positions with RGC, Normandy Mining Limited, Devex Limited, Prudential Assurance, 
Legal & General and Selection (LSG) Management Pty Limited which is the Manager of Lion 
Selection Group.  Kevin previously held directorships on the Boards of several Australian resource 
companies.  

Kevin joined the Board on incorporation and is a member of the Nomination and Risk Committees.  
In addition to Kevinôs Board responsibilities, he is involved in the day to day decision making, longer 
term corporate direction and stewardship of HSK. 

Peter Bird - BSc(Hons) MAICD AFin - Executive Director Corporate & Markets 

Peter has worked in the resource industry for over 20 years.  He brings operational and corporate 
experience combined with a strong understanding of company analysis and global investment 
markets. 

Peter is a geologist and has held technical, management, investment and human resource positions 
with major companies such as Western Mining Corporation Limited, Merrill Lynch Equities, Newcrest 
Mining Limited, Normandy Mining Limited and Newmont Mining Corporation. With respect to both 
Normandy Mining Limited and Newcrest Mining Limited these positions were at the Executive level. 

Peter joined the Board on incorporation and is a member of the Risk Committee.  In addition to 
Peterôs Board responsibilities, he is also involved in the day to day decision making, investor 
relations, statutory reporting and human resources initiatives for HSK.   

2.3.2 Non-Voting Directors 

Bruce Kay - BSc MSc BEc CPGeo FAusIMM - Non-Executive Chairman (conflicted for the 
Offer) 

Bruce is a former Vice President for worldwide exploration for Newmont Mining Corporation.  Bruce 
has also held directorships in Normandy Groupôs publicly-listed companies including Normandy Mt 
Leyshon Limited and was Chairman of both Normandy NFM Limited and Otter Gold Mines Limited.  
Bruce was Non-Executive Chairman of Tri Origin Minerals Limited.  He is a Non-Executive Director 
of North Queensland Metals Limited.   

Bruce is Chairman of the Remuneration and Nomination Committees and is a member of the Audit 
Committee.  He joined the Board on 1 March 2004.  
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Bruce has refrained from voting on any recommendation in relation to the Offer due to his position 
as Non-Executive Director of NQM. 

2.3.3 Company Secretary 

Colin Walker - BEc - Company Secretary 

Colin has a wealth and depth of experience specialising in the mining industry for over 35 years. He 
is experienced in delivering company secretarial services to both unlisted and listed companies.  
Prior to joining Heemskirk Consolidated Limited, Colin was Company Secretary for Indophil 
Resources Limited and Beaconsfield Gold Ltd.  He held financial positions with North Ltd for many 
years. 

2.3.4 Senior Management 

Simon Beardsmore - BSc(Hons), ARSM, MIMMM, CEng - Executive General Manager Europe 

Simon joined HSK in August 2007.  He has almost 35 years experience in the international mining 
industry in a variety of technical, financial and investment management and operational roles in the 
UK, Africa and North America.  Simon holds a degree in Mining Geology from the Royal School of 
Mines and is a UK Chartered Engineer.  He held both technical and investment management 
positions with Consolidated Gold Fields plc and has worked as a specialist mining analyst for a 
number of prominent London investment and financial institutions. 

Mark Flook - BSc (Hons) GAICD SA Fin - Executive General Manager Investments 

Mark has a reputation as being one of the leading resource equity analysts in Australia.  Along with 
the rest of the management team, Mark is heavily involved in the daily functioning of the HSK 
Group.  Included in this is an emphasis on corporate analysis.  Markôs experience, which spans in 
excess of 25 years both as a technical operator and investor, makes him an integral part of the 
management team. 

Andrew McIlwain - BE (Mining) - Melb, MAusIMM - Executive General Manager ï Business 
Development 

Andrew is a qualified mining engineer with over 20 yearsô experience in the mining industry.   He has 
held technical, senior management and executive roles within Mount Isa Mines Limited, Central 
Norseman Gold Corporation, WMC Resources Pty Ltd and Lafayette Mining Limited and is currently 
Chairman of Emmerson Resources Limited and Verus Investments Limited. 

Andrew brings operational and corporate experience in a variety of fields including establishment of 
operational sustainability, project development and both equity and conventional debt financing.  He 
has recently provided consulting services to numerous resource companies in relation to mergers & 
acquisition, corporate restructuring and improvements. 

Stephen Gray - BBus (Acc) GDip (BusAdmin) CPA - Financial Controller 

Stephen has over 25 years operational and corporate financial experience in Australia and overseas 
with a broad background in utilities, retail, mining and hospitality industries.  Prior to joining the 
Group, Stephen was employed in a variety of financial roles within WMC, Taverner Hotel Group and 
Western Power. 

Alan Minty - BSc (Spec) Geography (Resources) MBA - President Heemskirk Canada 

Alan came to HSK in 2005 with the acquisition of Heemskirk Canada.  He has been with the 
Canadian operations for over 10 years.  Alan has over 18 yearsô experience in marketing, sales and 
business development in the industrial minerals, chemical and special waste management industry 
sectors.  Alan has a broad base of experience providing services and products to a wide variety of 
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industries including oil and gas drilling services, chemicals, coatings, plastics and glass 
manufacturing. 

Paul Berndt - B.App.Sc. (Prim.Met) - General Manager, Los Santos 

Paul is a metallurgist whose mining project experience spans 38 years and encompasses a wide 
variety of commodities such as industrial minerals, coal, iron ore and precious and base metals in 
various countries in South America (Peru and Venezuela), southern Africa (South Africa and 
Zimbabwe) and Asia (China, Malaysia and Indonesia) as well as in Australia.  His roles have 
included engineering and project development as well as operations management and have 
involved negotiation and interaction with high levels of government in the host countries.  Paul is 
particularly culturally aware and is able to communicate effectively in the Spanish language. 

2.4 CORPORATE GOVERNANCE 

The HSK Board aims to achieve the highest standards of corporate governance and has established 
corporate governance policies and procedures consistent with ASX Corporate Governance 
Councilôs publication ñPrinciples of Good Corporate Governance and Best Practice 
Recommendationsò (Second Edition).  In addition, HSK regularly reviews its Charters, Codes and 
Policies to ensure they reflect standards enshrined in the Listing Rules and Corporations legislation. 

2.5 CAPITAL STRUCTURE 

2.5.1 Ordinary HSK Shares 

As at the date of this Bidderôs Statement, HSK has 148,027,019 ordinary shares on issue.  
Substantial holders of HSK Shares are set out Section 2.6.2 and details of the top 20 Shareholders 
are set out in Section 2.6.3. 

2.5.2 Other Securities 

Set out below is a summary of HSKôs other securities at the date of this Bidderôs Statement.  

Share Type Number 
Paid To (cents 

per share) 
Owing (cents 

per share) 
Face Value 

Class A Partly Paid 962,121 1 24 n/a 

Class B Partly Paid 7,651,700 1 49 n/a 

Employee Shares 1,055,217 n/a n/a n/a 

Convertible Notes 9,695,437 n/a n/a $3.00 

Total Other Securities 19,364,475    

Source:  9 April 2010 HSK Appendix 3B. 

(a) Partly Paid Shares 

HSK has two types of partly paid shares on issue, being 962,121 Class A Partly Paid Shares and 
7,651,700 Class B Partly Paid Shares.  Each HSK Partly Paid Share is issued at $0.01.  The 
amount unpaid for each Class A Partly Paid Share is $0.24 and the amount unpaid for each Class B 
Partly Paid Share is $0.49.   

HSK Partly Paid Shares carry the right to participate in the new issue of HSK Shares on the same 
basis as the existing HSK Shareholders, the right to participate in bonus issues of securities (in the 
proportion which the amount paid bears the total amounts paid and payable), the right to vote (in the 
proportion which the amount paid bears to the total amounts paid and payable), and the right to 
receive dividends and distributions (in the proportion which the amount paid bears to the total 
amounts paid and payable). 



 
 

 

 24 

Holders of either type of HSK Partly Paid Shares have no obligation to meet a call made by HSK, 
however, non-payment on a call will result in the forfeiture of the relevant HSK Partly Paid Share. 

Holders of either type of HSK Partly Paid Shares are permitted to pay up to the full amount 
remaining unpaid at any time on such number of partly paid shares as the holder may elect (without 
HSK first being required to make a call), in which case that HSK Partly Paid Share will become a 
(fully paid) HSK Share and will rank pari passu with all HSK Shares on issue. 

(b) Employee Shares 

There are 1,055,217 HSK Employee Shares on issue.  HSKôs Employee Shares are vested in HSKôs 
employee and will automatically convert to HSK Shares at the rate of 25% annually, subject only to 
continued employment of employees. 

2.5.3 HSK Convertible Notes 

There are 9,695,437 HSK Convertible Notes on issue.  The HSK Convertible Notes have a face 
value of $3.00 and a conversion price of $1.75 cash plus one HSK Share.  The HSK Convertible 
Notes have a maturity date of 29 April 2011 (unless previously redeemed or converted into HSK 
Shares) and attract a coupon of 8.00% on the face value of each HSK Convertible Note, paid half 
yearly in arrears.  The final interest payment is adjusted pro rata on the maturity date.  Accrued 
interest will be paid in the event of early conversion or redemption.  

On maturity, HSK Convertible Noteholders could seek redemption or conversion of the notes (in 
multiples of 1,000 or, if less than 1,000, that amount).  HSK Convertible Notes not converted by the 
maturity date must be redeemed by HSK at the face value.  Until conversion or redemption, each 
HSK Convertible Note is an unsecured debt and ranks equally with all other unsecured creditors of 
HSK in relation to repayment of principal and interest.  The HSK Convertible Notes will rank behind 
any secured creditors of HSK but ahead of HSK Shareholders.  Each HSK Share issued as a result 
of conversion of the HSK Convertible Note will rank equally with all existing HSK Shares on issue, 
except they will not be entitled to any dividend that has been declared or determined but not paid as 
at the date of conversion.  Unless in circumstances required by the Listing Rules or the Corporations 
Act, HSK Convertible Noteholders will not be entitled to receive notice of or vote at a general 
meeting of HSK.   

On completion of the Offer, HSK believes that it will be able to finance the conversion or redemption 
of the HSK Convertible Notes.  The top 20 HSK Convertible Noteholders are set out at Section 
2.6.4. 

2.6 HSK SHAREHOLDERS 

2.6.1 Directorsô Interests in HSK 

The Directors of HSK have the following interests in HSK securities (either held directly, held by 
entities controlled by them or held by entities of which they are Directors) as at the date of this 
Bidder's Statement: 

Director 
Ordinary 
Shares 

Class A 
Partly Paid 

Class B 
Partly Paid 

Convertible 
Notes 

Bruce Kay 1,230,466  0  1,000,000  10,000  

Ross Herron 528,003  0  0  0  

Lex Hansen 268,466  100,000  500,000  0  

Kevin Robinson 5,449,621  0  2,151,700  0  

Peter Bird 2,306,190  646,469  3,000,000  0  

2.6.2 Substantial Shareholders 

Based on the information lodged with ASX or known to HSK, the table below summarises HSKôs 
substantial shareholders as at 7 July 2010: 
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Substantial Shareholder 
Number of 
Securities 

Percentage of Issued 
Share Capital

(1)
 

First Samuel Limited 16,831,371 11.4% 

Taurus Funds Management Limited 10,640,000 7.2% 
1. Calculation based on shares outstanding only. 

2.6.3 Top 20 Shareholders 

The table below summarises HSKôs top 20 shareholders as at 7 July 2010: 

Rank Name Units % of Units 

1 National Nominees Limited 21,260,059 14.36 

2 ANZ Nominees Limited 18,361,962 12.40 

3 Bond Street Custodians Limited 9,639,272 6.51 

4 Citicorp Nominees Pty Limited 3,622,161 2.45 

5 Renmarti Pty Ltd 3,240,584 2.19 

6 HSBC Custody Nominees (Australia) 3,011,312 2.03 

7 Almargem Pty Ltd 2,550,000 1.72 

8 MacArthur Holdings LLC 2,419,000 1.63 

9 Mellett Super Pty Ltd 2,360,000 1.59 

10 FW Holst & Co Pty Ltd 2,200,000 1.49 

11 Mr Peter John Bird 1,963,532 1.33 

12 Blue Robin Pty Ltd 1,375,000 0.93 

13 Mr Derek Carter + Mrs Carlsa Carter 1,351,386 0.91 

14 J P Morgan Nominees Australia Limited 1,270,092 0.86 

15 Gryphon Partners Pty Ltd 1,089,553 0.74 

16 Bond Street Custodians Limited 1,000,728 0.68 

17 Mr Leslie Gordon Ryan + Mrs Coral Ryan 1,000,000 0.68 

18 Drill Investments Pty Ltd 936,000 0.63 

19 Newmont Pajingo Pty Ltd 900,000 0.61 

20 Irrewarra Investments Pty Ltd 745,416 0.50 

Total Top 20 HSK Shareholders 80,296,057 54.22 
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2.6.4 Top 20 Convertible Noteholders 

The table below summarises HSKôs Top 20 Convertible Noteholders as at 7 July 2010: 

Rank Name Units % of Units 

1 National Nominees Limited 1,706,000 17.60 

2 ANZ Nominees Limited 1,637,156 16.89 

3 HSBC Custody Nominees (Australia) 1,005,000 10.37 

4 MacArthur Holdings LLC 850,000 8.77 

5 OEL-Pool AG 666,667 6.88 

6 UBS Wealth Management Australia Nominees Pty Ltd 379,575 3.91 

7 Mr Daniel Sieber 333,333 3.44 

8 Citicorp Nominees Pty Limited 294,825 3.04 

9 FW Holst & Co Pty Ltd 200,000 2.06 

10 Newsboys Foundation 100,000 1.03 

11 Stacpoole Enterprises Pty Ltd 100,000 1.03 

12 J P Morgan Nominees Australia Limited 97,307 1.00 

13 Oblique Pty Ltd 85,823 0.89 

14 Mrs Samantha Hogg 80,000 0.83 

15 Mr Eric Zachs 80,000 0.83 

16 Clodene Pty Ltd 79,500 0.82 

17 Mr Derek Carter 60,000 0.62 

18 T D & S R Crisp Pty Ltd 59,125 0.61 

19 Mr Errol Goldschmidt + Mrs Zillah Goldschmidt 51,000 0.53 

20 Mr John Hogg 50,000 0.52 

Total Top 20 HSK Convertible Noteholders 7,915,311 81.64 

2.7 DIVIDEND HISTORY 

HSK has paid 3 final dividends since listing on the ASX in 2004.   

Balance 
Date 

Cent 
Per 

Share 

Franked 
% 

Dividend 
Ex Date 

Books 
Close Date 

Pay Date 

30/09/2008 1.00 100 22/01/2009 29/01/2009 19/02/2009 

30/09/2007 1.00 100 18/01/2008 24/01/2008 14/02/2008 

30/09/2006 1.00 100 1/02/2007 1/02/2007 14/02/2007 

2.8 RECENT TRADING IN HSK SHARES 

As at the close of trading on 2 July 2010, being the trading day immediately prior to the 
Announcement Date the price of HSK Shares on ASX was $0.35.  On 7 July 2010, being the trading 
day immediately prior to the date of this Bidderôs Statement, the price of HSK Shares on ASX was 
$0.31. 

The highest recorded closing price of HSK Shares on ASX in the 12 months before the date of this 
Bidderôs Statement was $0.625 on 12-14 October 2009.  The lowest recorded closing price of HSK 
Shares on ASX in the 12 months before the date of this Bidderôs Statement was $0.26 on 27 May 
2010. 

The following graph sets out the daily closing price and daily volume of HSK Shares traded on ASX 
from 8 July 2009 until 7 July 2010. 
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2.9 SUMMARY FINANCIAL INFORMATION FOR HSK 

2.9.1 Basis of Preparation 

The historical financial information below relates to HSK on a stand-alone basis and accordingly 
does not reflect any impact of the Offer. It is a summary only and does not contain all the 
disclosures usually provided in an annual report prepared in accordance with Australian accounting 
standards and the Corporations Act. 

The full financial statements for HSK for the full years ended 30 September 2008 and 30 September 
2009, which include notes to the statements, can be found in the annual reports for those periods. 

The full financial statements for HSK for the half-year ended 31 March 2010, which include notes to 
the statements, can be found in the Half-Yearly Report for that period. 
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2.9.2 Historical Financial Information 

(a) HSK Consolidated Income Statements 

 
Audit 

Reviewed 
Audited Audited 

 31-Mar-10 30-Sep-09 30-Sep-08 

 
$000ôs $000ôs 

$000ôs 

  

Revenue 22,120 44,765 32,667 

Cost of Sales (16,300) (34,496) (23,832) 

Gross Profit 5,820 10,269 8,835 

    

Proceeds on available for sale 
investments 

2,685 8,966 10,430 

Cost of available for sale investments (2,178) (8,431) (7,622) 

Unrealised gains on equity investments 177 - - 

Impairment of available for sale 
investments 

 (950) (2,580) 

Net Gains/(losses) on available for sale 
investments 

684 (415) 228 

Other Income 72 - - 

Total other Income 756 (415) 228 

    

Depreciation and amortisation expense (3,182) (3,861) (2,254) 

Employee benefits expense (1,237) (2,883) (2,743) 

Corporate costs  (722) (1,562) (1,805) 

Consultants and advisory expense (565) (1,315) (1,180) 

Finance costs (1,125) (2,697) (2,567) 

Unrealised foreign exchange loss - (253) - 

Other expenses - (995) (269) 

Impairment losses - (15,000) - 

Profit/(loss) before income tax expense (255) (18,712) (1,755) 

Income tax (expense)/benefit 51 5,464 1,289 

Profit/(loss) after income tax (204) (13,248) (466) 

    

Profit/(loss) after income tax 
comprises: 

   

Profit/(loss) after income tax  (204) (13,248) (466) 

Impairment losses (after tax) - 11,165 1,806 

Profit/(loss) after tax before 
impairment losses 

   

("Normalised Profit") (204) (2,083) 1,340 

    

Earnings per share (EPS) Cents Cents Cents 

Basic EPS (0.18) (15.91) (0.64) 

Diluted EPS (0.18) (15.91) (0.64) 

Earnings per share on Normalised Profit 
(NEPS) 

   

Basic NEPS (0.18) (2.50) 1.83 

Diluted NEPS (0.18) (2.50) 1.83 
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(b) HSK Consolidated Balance Sheets  

 
Audit Reviewed Audited Audited 

 31-Mar-10 30-Sep-09 30-Sep-08 

 $000ôs $000ôs $000ôs 

ASSETS    

Current Assets    

Cash and Cash Equivalents 5,464 5,475 3,030 

Trade and Other Receivables 6,958 5,032 11,079 

Inventories 5,083 7,316 9,850 

Held-for-sale assets 3,226 1,097 7,142 

Other financial assets 53 32 892 

Other current assets 559 965 695 

Total Current Assets 21,343 19,917 32,688 

Non-Current Assets    

Property, Plant and Equipment 26,945 27,299 31,143 

Mine Development 52,513 46,619 44,689 

Deferred tax assets 10,301 7,350 2,226 

Other non-current assets  49 550 

Total Non-Current Assets 89,759 81,317 78,608 

Total Assets 111,102 101,234 111,296 

LIABILITIES    

Current Liabilities    

Trade and other payables 6,344 7,357 7,568 

Interest bearing liabilities 21,045 24,997 3,244 

Employee benefits 660 572 384 

Taxes Payable 14 15 2,599 

Other financial liabilities 879 1,843 5,955 

Total Current Liabilities 28,942 34,784 19,750 

Non-Current Liabilities    

Interest bearing liabilities 11,639 12,617 35,949 

Other financial liabilities - - 1,077 

Employee benefits 117 91 45 

Deferred tax liabilities 5,003 1,897 521 

Restoration provision 2,933 2,582 2,345 

Total Non-Current Liabilities 19,692 17,187 39,937 

Total Liabilities 48,634 51,971 59,687 

Net Assets 62,468 49,263 51,609 

EQUITY    

Share Capital 77,006 59,702 43,789 

Reserves (3,526) 446 4,867 

Accumulated profits(losses) (11,012) (10,885) 3,146 

Total Equity 62,468 49,263 51,802 

    

The Directors of HSK are not aware of any material change to the financial position of HSK between 
31 March 2010 and the date of this Bidderôs Statement 

.  
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3.  PROFILE OF NORTH QUEENSLAND METALS  

3.1 SOURCES OF INFORMATION 

The following information about NQM has been prepared by HSK using publicly available 
information.  Accordingly HSK does not, subject to the Corporations Act, make any representation or 
warranty, express or implied, as to the accuracy or completeness of such information.   

The information about NQM, NQM Shares or the NQM Group should not be considered 
comprehensive.  Further information in relation to NQMôs business may be included in the Targetôs 
Statement which NQM is providing to its shareholders. 

3.2 OVERVIEW 

NQM is an ASX listed mining company with a focus on resources projects in north Queensland.  The 
company has a 60% interest in, and is the manager of, the Pajingo Joint Venture.  HSK is the holder 
of the remaining 40% interest.   

NQM also has an interest in the Baal Gammon copper and tin mine in the Herberton area in 
Queensland.  The Baal Gammon deposit comprises an area in which there were a number of small 
historical mines. 

3.3 PRINCIPAL ASSETS AND ACTIVITIES 

3.3.1 Pajingo Joint Venture 

The Pajingo Joint Venture is owned 60% by NQM and 40% by HSK.  NQM is the operator.   

For details on the Pajingo Joint Venture including Reserves and Resources, refer to Section 2.2.1.   

3.3.2 Baal Gammon 

NQM holds a number of tenements in the Herberton area in Queensland including the Baal 
Gammon copper-tin-silver-indium project.  NQM is intending to pursue alternative proposals in 
relation to the assets. 

3.4 DIRECTORS AND SENIOR MANAGEMENT 

The table below shows the Directors and Senior Management of NQM.   

Directors 

Chairman Neville Thomas 

Director Bruce Kay 

Director Michael Tilley 

Director Donald Walker 

Alternative Director Ian MacLeod-Carey 

Senior Management 

Chief Executive Officer John McKinstry 

Company Secretary Kylie Anderson 

General Manager, Project Development Peter Brown 

General Manager, Pajingo Tim Benfield 

Table:  NQM Directors and Senior Management 
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3.5 PUBLICLY AVAILABLE INFORMATION 

As a company listed on the ASX, NQM is subject to the periodic and continuous disclosure 
requirements of the Corporations Act and the Listing Rules. Copies of announcements made by 
NQM to ASX are available on the ASX website: www.asx.com.au. Further information about NQM 
can be obtained on its website: www.nqm.com.au. 

3.6 DUE DILIGENCE INVESTIGATIONS 

NQM and HSK had been in discussions to assess the prospect of a corporate transaction involving 
the two companies with a view to consolidating the ownership of Pajingo.  These discussions 
included the exchange of non-public information.  None of the non-public information provided by 
NQM to HSK is, in HSK's opinion, material to a decision by an NQM Shareholder whether or not to 
accept the Offer. 

3.7 CAPITAL STRUCTURE AND SHAREHOLDER INFORMATION 

3.7.1 Capital Structure 

As at the date of this Bidder's Statement, NQM has indicated to HSK that it has the following 
securities on issue. 

Class of Security 
Exercise 

Price 
Expiry Date Total 

NQM Shares n/a n/a 199,621,272 

NQM Options $0.25 17/08/2010 750,000 

Each NQM Option confers on its holder a right to subscribe for one NQM Share. 

3.7.2 Employee Option Plan 

On 31 August 2006 the NQM Board adopted an Employee Share Option Plan and issued NQM 
Options as disclosed in the table below: 

  Grant Date 
Options 
Granted 

Exercise 
Price 

Expiry 
Exercised 

B Kay 31/08/2006 500,000 $0.01 31/08/2011 Yes 

J D McKinstry 31/08/2006 1,000,000 $0.01 31/08/2011 Yes 

P A Brown 13/08/2007 750,000 $0.25 17/08/2010 
Not exercised, 

vested 

3.7.3 Substantial Shareholders 

Based on information lodged with ASX as at 7 July 2010, the substantial shareholders of NQM are 
as follows.  

Substantial Shareholder 
Number of 
Securities 

Percentage of Issued Share 
Capital 

Donald Walker
(1)

 41,675,753 20.88% 

Newmont Capital
(2)

 15,135,135 7.58% 
1.  Conquest has a relevant interest of 19.9% in NQM by virtue of the Pre-Bid Acceptance Agreement between Don Walker 
and Conquest in relation to 39,724,630 NQM Shares.  Announced on ASX on 3 June 2010. 

2.  HSK has a relevant interest of 7.58% in NQM by virtue of the Option and Pre-Bid Acceptance Deed between Newmont 
Capital and HSK in relation to 15,135,135 NQM Shares.  Announced on ASX on 6 July 2010. 

  

http://www.asx.com.au/
http://www.nqm.com.au/
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3.8 DIVIDEND HISTORY 

NQMôs dividend history over the last three full financial years is summarised below: 

Balance 
Date 

Dividend 
Type 

Cent Per 
Share 

Franked 
% 

Dividend 
Ex Date 

Books 
Close Date 

Pay Date 

30/06/2010 Interim 0.50 0% 25/03/2010 31/03/2010 15/04/2010 

30/06/2009 Final 0.80 0% 24/09/2009 30/09/2009 15/10/2009 

30/06/2009 Interim 1.00 0% 25/03/2009 31/03/2009 15/04/2009 

3.9 INTERESTS OF HSK 

(a) Relevant Interests of HSK 

By virtue of an Option and Pre-Bid Acceptance Deed entered into by HSK and Newmont Capital on 
5 July 2010, as at the date of this Bidderôs Statement, HSK had a relevant interest in 15,135,135 
NQM Shares (representing 7.58% of all NQM Shares on issue).  As at the date of this Bidder's 
Statement, HSK does not have a relevant interest in any NQM Options. 

A summary of the Option and Pre-bid Acceptance Deed is set out in Section 9.2.2.  

(b) Interests of HSKôs Directors 

The following table shows the relevant interest in NQM Shares held by Directors of HSK.   

NQM Director NQM Shares 

Mr Bruce Kay 1,916,667 

Please note that Mr Bruce Kay, who is the Non-Executive Chairman of HSK, is also a Director of 
NQM.  Due to this conflict of interest, Mr Bruce Kay is not a Voting Director for the purpose of the 
Offer and has accordingly been excluded from all discussions and decisions of the HSK Board in 
relation to the Offer.  

3.10 RECENT TRADING HISTORY 

As at the close of trading on 2 July 2010, being the trading day immediately prior to the 
Announcement Date the price of NQM Shares on ASX was $0.270.  On 7 July 2010, being the 
trading day immediately prior to the date of this Bidderôs Statement, the price of NQM Shares on 
ASX was $0.315. 

During the 3 months ended 7 July 2010 (being the trading day prior to the date of this Bidder's 
Statement):  

 the highest recorded closing price on the ASX for NQM Shares was $0.335 on 6 and 5 July 
2010; and 

 the lowest recorded closing price on the ASX for NQM Shares was $0.20 on 7 May 2010. 

The following graph sets out the daily closing price and daily volume of NQM Shares traded on ASX 
from 8 July 2009 until 7 July 2010: 
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3.11 SUMMARY OF FINANCIAL  INFORMATION FOR NQM 

3.11.1 Basis of Preparation of Historical Financial Information 

The historical financial information below relates to NQM on a stand-alone basis and accordingly 
does not reflect any impact of the Offer. It is a summary only and does not contain all the 
disclosures usually provided in an annual report prepared in accordance with Australian accounting 
standards and the Corporations Act. 

The full financial statements for NQM for the full years ended 30 June 2008 and 30 June 2009, 
which include notes to the statements, can be found in the annual reports for those periods. 

The full financial statements for NQM for the half-year ended 31 December 2009, which include 
notes to the statements, can be found in the Half-Yearly Report for that period. 
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3.11.2 Historical Financial Information 

(a) NQM Consolidated Income Statements 

 

 
Audit 

Reviewed 
Audited Audited 

 31-Dec-09 30-Jun-09 30-Jun-08 

 
$000ôs $000ôs 

$000ôs 

  

Revenue 19,824 36,312 12,514 

Cost of Sales (15,145) (25,738) (8,757) 

Gross Profit 4,679 10,574 3,757 

    

Other Income 423 577 311 

    

Depreciation and amortisation expense (31) (69) (38) 

Employee benefits expense (649) (1,122) (867) 

Consultants and advisory expense (572) (367) (322) 

Exploration and evaluation expenditure (346) (1,108) - 

Finance costs (221) (436) (161) 

Hedging expenses - (171) - 

Other expenses (262) (443) (141) 

Impairment losses (1,390) - - 

Profit/(loss) before income tax expense 1,631 7,435 2,539 

Income tax (expense)/benefit (494) (1,814) (815) 

Profit/(loss) after income tax 1,137 5,621 1,724 

    

    

Earnings per share (EPS) Cents Cents Cents 

Basic EPS 0.60 3.90 1.50 

Diluted EPS 0.60 3.80 1.50 
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(b) Consolidated Balance Sheets 

 

 
Audit 

Reviewed 
Audited Audited 

 31-Dec-09 30-Jun-09 30-Jun-08 

 
$000ôs $000ôs 

$000ôs 

  

ASSETS    

Current Assets    

Cash and Cash Equivalents *  11,471 2,633 2,580 

Trade and Other Receivables 2,347 1,792 2,705 

Inventories 2,966 2,806 2,515 

Held-for-sale assets 15,329 - - 

Deferred tax assets 1,687 2,471 34 

Total Current Assets 33,800 9,702 7,834 

Non-Current Assets    

Cash and Cash Equivalents *  4,101 4,101 - 

Property, Plant and Equipment 9,081 9,002 9,396 

Mine Development 6,666 5,909 4,500 

Intangible assets 6,607 21,962 18,784 

Deferred tax assets 1,898 748 2,206 

Other non-current assets 82 71 37 

Total Non-Current Assets 28,435 41,793 34,923 

Total Assets 62,235 51,495 42,757 

LIABILITIES    

Current Liabilities    

Trade and other payables 3,775 3,945 2,994 

Deferred tax liabilities 36 36 49 

Total Current Liabilities 3,811 3,981 3,043 

Non-Current Liabilities    

Deferred tax liabilities 6,595 5,801 3,060 

Restoration provision 3,671 3,480 3,096 

Total Non-Current Liabilities 10,266 9,281 6,156 

Total Liabilities 14,077 13,262 9,199 

Net Assets 48,158 38,233 33,558 

EQUITY    

Share Capital 43,927 33,562 33,124 

Reserves 402 395 324 

Accumulated profits(losses) *  3,829 4,276 110 

Total Equity 48,158 38,233 33,558 

*   For the quarter ended 31 March 2010 NQM reported net earnings before tax of approximately $2.3 million.  

At 31 March 2010 NQM total net cash and deposits had increased to approximately $17.7 million. (source:  

NQM Quarterly Report). 

 

 



 
 

 

 36 

4.  PROFILE OF THE COMBINED ENTITY  

4.1 INTRODUCTION 

This Section 4 provides an overview of the Combined Entity, particularly the effect of the Offer on 
HSK assuming that NQM becomes a wholly-owned Subsidiary of HSK.  

However if HSK does not acquire at least 90% of the NQM Shares during the Offer Period and 
therefore does not become entitled to compulsorily acquire the remainder but the Offer nonetheless 
is declared unconditional, some of the benefits that would otherwise accrue to HSK if NQM were to 
become a wholly-owned Subsidiary of HSK may not be fully realised. 

4.2 OVERVIEW OF THE COMBINED ENTITY 

The Combined Entity, which will be gold-dominated, will have one gold producing asset, a producing 
tungsten asset, a number of industrial minerals assets in Canada, some investments and a portfolio 
of exploration projects in north Queensland: 

 Pajingo Joint Venture:  Steady gold production of approximately 55,000-65,000oz gold per 
annum moving to a proposed 70,000oz gold in the 2010/2011 budget year with potential to 
increase through the development of projects such as the Twin Hills Gold Deposit; 

 Los Santos Tungsten Mine: At full production, it is to be one of the top four largest producing 
tungsten mines in the western world.  The tungsten from Los Santos is sold under a long-
term off-take agreement.  Capital works in relation to process refinement under the Project 
65/65 initiative have recently been completed with concentrate shipments having now 
recommenced; 

 Canadian Industrial Minerals: An industrial minerals business producing commodities 
principally for the oil, oil sands and gas sectors.  The Canadian industrial minerals business 
was HSKôs first strategic asset and employs approximately 40 people directly;  

 Baal Gammon:  Comprises a number of tenements in the Herberton region in Queensland; 

 Investments in listed and unlisted companies and seed capital; 

 Cash and liquid investments of over $20 million;  

 Debt consists of 9.7 million HSK Convertible Notes with a redemption price of $3 per note 
(due in April 2011) and some small working capital facilities; and 

 Some small scale hedging in relation to gold that will be in place at the completion of the 
Offer.  As at the date of this Bidderôs Statement, HSK has forward gold contracts in place 
totalling 1,250oz, at average price of $1436 per oz, expiring on or before 31 October 2010 
and gold put options totalling 2,000oz at average price of $1425 per oz, expiring by 31 
August 2010. 

It is currently intended that the Combined Entity will have its head office in Melbourne. 

4.3 POTENTIAL SYNERGIES AND OTHER BENEFITS 

Consolidating the ownership of the Pajingo Joint Venture will realise operational synergies.  In 
addition, the increased scale is anticipated to provide greater awareness of the Combined Entity 
which should in turn be beneficial to attracting and retaining high-quality and experienced staff and 
also in developing business relationships with equipment and service providers. 
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4.4 RESERVES AND RESOURCES 

The information below summarises the JORC compliant Reserves and Resources for the Combined 
Entity, based on information released to the ASX by each company.  For further details, including 
competent person statements, refer to Sections 2.2. 

Reserves 

Gold Tonnes Grade oz 

Pajingo Joint Venture 1,380,300 4.2 187,400 

Tungsten Kt 
Grade 

(% WO3) 
Tonnes 

Los Santos 2,353 0.27 6,312 

Silica   Mt (Dry) 

Moberly Silica Deposit   16.3 

 

Resources
(1)

 

Gold Tonnes Grade oz 

Pajingo Joint Venture 5,619,100 4.4 784,600 

Tungsten Kt 
Grade 

(% WO3) 
Tonnes 

Los Santos 4,736 0.24 11,176 

Silica   Mt (Dry) 

Moberly Silica Deposit   36.2 

Zeolite   Mt (Dry) 

Princeton   0.55 

Cache Creek   0.89 
1.  Resources inclusive of Reserves. 

4.5 CAPITAL STRUCTURE  

The capital structure of the Combined Entity on the basis that HSK acquires 100% of the NQM 
Shares is expected to be as follows: 

HSK 

HSK Ordinary Shares 148,027,019   

HSK Partly Paid Shares 8,613,821   

HSK Employee Shares 1,055,217   

Total Existing HSK Shares
(1)

   157,696,057 

New HSK Shares 

HSK Shares (to be issued)
(2)

 240,445,526   

Combined Group Shares   398,141,583 

1. Excludes HSK Convertible Notes. 

2. Assumes NQM Options are exercised and converted to HSK Shares. 

In addition to the capital structure above, the Combined Entity will also have 9.7 million outstanding 
HSK Convertible Notes, which if converted would cause an additional 1 HSK Share per HSK 
Convertible Note to be issued. See Section 2.5.3 for further details. 

4.6 BOARD AND MANAGEMENT  

The Board and management of the Combined Entity will continue to be led by Mr Bruce Kay as 
Chairman and Mr Kevin Robinson as Managing Director. 

Once the Offer becomes unconditional and HSK has received acceptances for more than 50% of 
NQM Shares, the Combined Entity will change to be made up of seven Directors. As a result, two 
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members of the NQM board will join the HSK Board, namely Mr Neville Thomas (currently Non-
Executive Chairman of NQM) and Mr Michael Tilley (currently Non-Executive Director of NQM). 

Following formation of the Board of the Combined Entity as described above, it is intended that the 
Board, business, strategy and organisation structure of the Combined Entity will be further reviewed 
and restructured as the Board considers appropriate.  All members of the Board of the Combined 
Entity will be consulted in this process and their input taken into account. 

4.7 DIVIDEND POLICY 

Since listing on the ASX, it has been HSKôs stated objective to provide dividend flow in addition to 
capital growth.  HSK has a history of paying dividends, having paid dividends in three of the previous 
four years.  Information in relation to previous dividends is shown in Section 2.7.  The payment of 
dividends by the Combined Entity will be determined annually, giving full consideration to the overall 
fiscal environment, annual budgeted operational requirements and growth opportunities available. 

4.8 FINANCIAL INFORMATION 

To illustrate the financial impact of HSK acquiring 100% of NQM Shares, an unaudited pro-forma 
balance sheet of the Combined Entity has been prepared.  The unaudited pro-forma balance sheet 
is intended for illustrative purposes only and may not represent the financial position of the 
Combined Entity.  Refer to Section 4.8.3. 

4.8.1 Basis of Preparation 

The unaudited pro-forma balance sheet in Section 4.8.3 has been prepared based on the audit 
reviewed balance sheet of HSK as at 31 March 2010 and the audit reviewed balance sheet of NQM 
as at 31 December 2009. 

The balances have been adjusted for: 

(a) the impact of material post-balance date events as if those events had occurred on the 
respective balance dates; and 

(b) movements in balances that will arise as a consequence of the Offer.  Details of the 
adjustments and assumptions are set out in Section 4.8.3. 

The unaudited pro-forma balance sheet has been prepared in accordance with the measurement 
and recognition principles of the A-IFRS. 

For the purposes of the pro-forma Combined Entity balance sheet, HSK has been assumed to be 
the acquiring entity for the purposes of AASB 3 ï Business Combinations.  Given NQM 
Shareholders will control approximately 60% of the fully diluted HSK Shares on issue post 
acquisition the final position may be that NQM is determined to be the óacquirerô for accounting 
purposes.   If this is the case, the final carrying values of assets and equity may be substantial 
different to the values presented in the pro-forma balance sheet. 

4.8.2 Notes to the pro-forma Combined Entity balance sheet 

The following adjustments and assumptions have been used in preparing the unaudited pro-forma 
Combined Entity balance sheet: 

(a) HSK and NQM made payments to Gold One International Limited in respect of the deferred 
consideration associated with the acquisition of the Twin Hills Gold Deposit.  The total of the 
payments was $1.05 million (as set out below).  The liability for the deferred consideration 
had been included in trade and other payables as at the respective balance dates. 

 NQM paid $300,000 on 27 February 2010 and $450,000 on 27 May 2010.  
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 HSK paid $300,000 on 27 May 2010. 

(b) NQM paid an unfranked interim dividend of 0.5 cents per share ($994,077 in total) on 15 
April 2010. The actual dividend payment consisted of a cash payment of $814,385 and an 
issue of 805,796 NQM Shares, valued at $179,692, under the NQM dividend reinvestment 
plan. 

(c) It is assumed that all of the 750,000 NQM Options are exercised during the Offer Period and 
that all the resulting NQM Shares are accepted into the Offer. The NQM Options have a 
strike price of $0.25 each, resulting in cash inflow of $187,500. 

(d) During March 2010 HSK received notices for the redemption of 1,076,100 HSK Convertible 
Notes.  Whilst the equity component of the redeemed notes was reflected in the 31 March 
2010 audit reviewed accounts, the cash component was still included in interest bearing 
liabilities. 

On 9 April 2010 HSK paid the $1,883,175 cash component of the redemption. 

(e) Both HSK and NQM will incur transaction costs as a result of the Offer, including stamp 
duty.   In addition NQM will incur costs associated with its response to the Offer.  These 
costs have been estimated at a combined $2.7 million, after tax, and assumed to be 
expensed immediately. 

(f) NQM accounts for all exploration and evaluation costs as an intangible asset, whereas HSK 
includes exploration expenditure associated with near mine projects as part of mine 
development assets. 

The NQM exploration and evaluation costs associated with the Pajingo Joint Venture have 
been reclassified as a mine development asset for consistency in presentation. 

(g) Based on assumed price $0.315 per HSK Share (being the 5 day VWAP to the 
Announcement Date), the Offer will result in the issue of approximately 240.4 million HSK 
Shares to NQM Shareholders (on a fully diluted basis), giving a total fair value of the 
consideration of $75.7 million. 

The difference between the fair value of the consideration and the carrying value of NQMôs 
identifiable assets, liabilities and contingent liabilities acquired is approximately $28.2 
million.  This has been allocated against Property, Plant and Equipment and Mine 
Development associated with the Pajingo Joint Venture ($10.5 million and $17.7 million 
respectively).  

The acquisition consideration is subject to change as the final number of NQM Shares on 
issue and the value of HSK Shares to be issued to effect the acquisition will be determined 
at the actual date of acquisition. 

(h) The Offer will bring about the acquisition by HSK of the remaining 60% of the Pajingo Joint 
Venture it does not presently own.  Pursuant to current A-IFRS the business combination 
will, upon HSK acquiring control of the Pajingo Joint Venture, require HSK to revalue its 
40% interest to a fair value based on the fair value paid for the 60% controlling interest. 

This will result in an increase of approximately $18.9 million in the carrying value of the 
Property, Plant and Equipment and Mine Development assets associated with the Pajingo 
Joint Venture in the Combined Entity accounts.  There will be a corresponding credit to the 
income statement. 

The revaluation and credit to income is subject to change as the final values attributed to 
NQMôs 60% share of the Pajingo Joint Venture may change pursuant to note (g) above. 
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(i) It has been assumed that all of the requisite conditions will be satisfied such that the carry 
forward income tax losses of NQM will be available to the Combined Entity for application 
against future taxable income of the Combined Entity.  

Note: Based on the adjustments in (g) and (h) the total carrying value of the Property, Plant and 
Equipment and Mine Development assets associated with the Pajingo Joint Venture in the 
Combined Entity balance sheet is approximately $80.9 million. 

The following circumstances and events have NOT been accounted for in preparing the unaudited 

pro-forma Combined Entity balance sheet: 

 

(A) For the quarter ended 31 March 2010 NQM reported net earnings before tax of 

approximately $2.3 million; and 

 

(B) As at 31 March 2010 NQM total net cash and deposits had increased to 

approximately $17.7 million (an increase of over $6 million). 

4.8.3 Pro-forma Balance Sheet 

The unaudited pro-forma balance sheet is indicative only.  

The HSK Board will undertake a comprehensive assessment of the fair value of the NQM assets 
and liabilities acquired after the Offer has been completed. 

The HSK Directors have drawn their conclusions based on the known facts, and other information 
publicly available as at the date of this Bidderôs Statement.  If the facts, circumstances, assumptions 
or other information should prove different to that described, or there are changes to A-IFRS, the 
conclusions may change accordingly. 

  




