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Southern Iron Acquisition – Notice of Meeting and Independent Expert’s Report 

Underwritten $2 million Share Purchase Plan Documents 
 
 
Further to previous announcements, the Directors of Western Plains Gold Ltd (ASX code:  
WPG) are pleased to provide the following update on the acquisition of Southern Iron and the 
Company’s proposed Share Purchase Plan (SPP). 
 
 
Acquisition of Southern Iron 
 
As foreshadowed in recent announcements, attached is the Notice of Meeting and 
Explanatory Statement (including Independent Expert’s Report prepared by HLB Mann Judd 
Corporate (NSW) Pty Ltd and Independent Technical Expert’s Report prepared by NH Cole 
and Associates Pty Ltd) which will be mailed to Western Plains Gold Ltd shareholders next 
week. The Shareholders’ meeting will be held at 11.00am AEST on Thursday, 26 October 
2006 at The Menzies Hotel, Sydney. 
 
The Directors recommend all Western Plains Gold Ltd shareholders and potential investors 
read the Notice of Meeting and attached documentation carefully. The Directors note the 
indicative valuation ranges for the Company’s shares set out in Section 10.7 of the 
Independent Expert Report from HLB Mann Judd Corporate (NSW) Pty Ltd. 
 
The Notice of Meeting covers the acquisition of Southern Iron and a number of related 
resolutions. Western Plains Gold Ltd shareholders are encouraged to attend the meeting or, if 
unable to do so, to vote on the resolutions by return of a proxy. 
 
 
$2 Million Underwritten SPP 
 
In previous announcements, the Company advised its intention to carry out a $2 million 
capped Share Purchase Plan (SPP) offer to existing shareholders, at a price of $0.20 (20 cents) 
per share.  The SPP is underwritten to $2 million by Veritas Securities Ltd and offered to 
shareholders at the same price as the recent 15% placement undertaken by the Company. 
 



 
 
 
 
Attached are the following documents related to the SPP that will be mailed next week to 
Western Plains Gold shareholders, with the Notice of Meeting referred to above. 
 

1. SPP Offer Letter.  
2. SPP Application Form. 

 
The indicative timetable for the SPP offer has been amended and is as follows: 
 
 

Event Indicative Date 
Record Date to determine eligibility to participate in 
SPP offer 

Monday 18 September 2006 

SPP offer document post out Wednesday 27 September 2006 
SPP offer opens Friday 29 September 2006 
SPP offer closes Monday 30 October 2006 
Issue and allotment of SPP shares Thursday 2 November 2006 
Issue and allotment of SPP shortfall shares (if any) 
pursuant to underwriting 

Thursday 2 November 2006 

 
 
 
Yours sincerely 
WESTERN PLAINS GOLD LTD 
 
 
 
 
Heath Roberts 
Company Secretary 
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26 OCTOBER 2006 GENERAL MEETING 

 
 

 
STRATEGIC INVESTMENT IN THE IRON ORE SECTOR 

 
 
 

LETTER FROM THE INDEPENDENT DIRECTORS 
 

NOTICE OF GENERAL MEETING 
 

EXPLANATORY MEMORANDUM 
 

INDEPENDENT EXPERT'S REPORT 
 

INDEPENDENT TECHNICAL SPECIALIST’S REPORT 
 

PROXY FORM (SEPARATE) 
 
 
 
 

THE INDEPENDENT EXPERT HAS CONCLUDED THAT THE TRANSACTION 
DESCRIBED IN RESOLUTION 1 OF THESE MEETING MATERIALS IS FAIR AND 

REASONABLE TO THE NON-ASSOCIATED SHAREHOLDERS OF THE COMPANY 
 
 

Date of Meeting 
26 October 2006 

 
 

Time of Meeting 
11am 

 
 

Place of Meeting 
The Menzies Hotel, Sydney  

Level 1, 14 Carrington Street 
SYDNEY  NEW SOUTH WALES



 

 
 
 
 
 
 
 

Western Plains Gold Ltd 
ABN 51 109 426 502 

 
 

 
LETTER FROM THE INDEPENDENT DIRECTORS  

 
 
 

Dear Western Plains Gold Shareholder 
 

Western Plains Gold Ltd (WPG) listed on the ASX in August 2005, and since then the Company has 
aggressively explored its gold and base metal exploration projects, which are predominately located in the 
Lachlan Fold Belt and Broken Hill areas of New South Wales.  
 
In brief, we have: 
 
• Completed 1,382 RAB and aircore drill holes on eleven prospects for a total of 6,862 metres; 
• Mapped six prospects in detail; 
• Carried out two ultra-detailed aeromagnetic surveys and have interpreted the resulting data; 
• Completed fifteen RC percussion holes on two prospects for 1,587 metres; 
• Drilled four diamond core holes on two prospects for 1,244 metres; 
• Collected and analysed 1,291 calcrete and 237 soil samples; 
• Completed moving loop EM surveys on five prospects; and 
• Carried out ground magnetic surveys on ten prospects. 
 
This exploration work has been successful in advancing and improving a number of the project areas. 
 
Whilst carrying out this exploration, the Board has remained cognisant of the benefits of pursuing new project 
acquisitions; whether by way of application for new tenements, farm-in or purchase. This process is a means of 
improving the Company’s project portfolio, with a view to bringing the Company to profitable production as 
quickly as possible. As a result, a number of potential project acquisition opportunities have been assessed in 
recent months.  
 
It is thus with pleasure that the Board has now called a shareholders meeting, the details of which are set out in 
the attached Notice of Meeting (including Explanatory Statement, Independent Expert’s Report and Independent 
Technical Specialist’s Report), for consideration and if thought fit acquisition of an exciting, advanced stage 
iron ore exploration and pre-development project located in South Australia. 
 
The attached meeting documentation details the acquisition opportunity, which involves WPG acquiring 
Southern Iron Pty Ltd (Southern Iron, or SI), which has secured the rights to the Peculiar Knob and Hawks 
Nest tenements located to the north west of the Olympic Dam and Prominent Hill mines in South Australia. The 
Peculiar Knob project contains a shallow, inferred resource of 14 million tonnes of iron mineralisation averaging 
63.2% iron with low impurities, particularly phosphorous. This deposit constitutes a direct shipping ore (DSO) 
project.  Separately, the Hawks Nest project contains additional DSO potential at the Buzzard and Kite prospects 
and large, lower grade magnetite deposits, which will be the subject of further exploration and feasibility 
studies. 
 
It is the Company’s intention, subject to shareholders’ approval of the resolutions to be put to this meeting, to 
move to a two-pronged development program for Peculiar Knob, which will consist of an infill resource drilling 
program, to upgrade the current DSO inferred resource into reserve category, and simultaneously to commence a 
bankable feasibility study (BFS) with the objective of commencing DSO mining at Peculiar Knob during the 
first half of (calendar) 2008. In tandem, the Company will commence a detailed exploration program over the 
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Hawks Nest project area, targeting both the short-medium term potential of the additional DSO iron resources 
there, and the longer term potential of the large magnetite deposits. 
 
The Chairman of WPG, Mr Bob Duffin, is a shareholder of SI, which has 30 other shareholders. The acquisition 
by WPG of Mr Duffin’s interest in SI constitutes a ‘related party transaction’ and the ASX Listing Rules require 
that this aspect of the transaction be put to shareholders for approval, supported by an Independent Expert’s 
Report (IER) as to the fairness and reasonableness of the transaction. To the extent that interests associated with 
Mr Duffin may exceed 20% of the voting shares of the Company post the transaction, the IER also addresses 
Section 611 item 7 of the Corporations Act, which has the effect, in the context of this transaction, of requiring 
WPG shareholder approval prior to Mr Duffin’s interest exceeding 20%. 
 
The IER forms an attachment to the Notice of Meeting herewith, and it is noted that the Independent Expert, 
HLB Mann Judd (NSW) Pty Ltd, has formed the opinion that the transaction is both fair and reasonable to the 
non-associated shareholders of WPG. 
 
Mr Duffin has a successful track record in the resources and resource investment sector. He has recent and 
relevant iron ore experience. At the request of the Independent Directors, he has agreed to take on the role of 
Executive Chairman of WPG for a sufficient period to allow the Company to complete its transition from 
explorer to producer. The Company is particularly focussed on the need to identify and secure a range of 
additional technical, development, marketing and financial skills and a series of executive appointments are 
expected over the coming months. 
 
As independent Directors of WPG in the context of the current transaction, we are extremely pleased that the 
Company has been able to secure this high quality, advanced stage project and recommend to shareholders that 
the transaction be approved. We are also pleased to advise that WPG’s largest shareholder, ASX listed mineral 
explorer PlatSearch NL, has indicated its support, in writing, for the transaction, and intends to vote in favour of 
the transaction at the general meeting. 
 
Each shareholder should carefully read the attached meeting documentation and endeavour to attend the meeting 
to vote; in the event you are unable to do so, we urge you to lodge a proxy vote.  
 
The other resolutions to be considered by shareholders include changing the Company’s name (Resolution 2), 
appointing a new Board member who will play an important role in the development of the Company and its 
new projects (Resolution 3), issuing options to the new Director and other directors under the Company’s 
existing Employees and Officers Share Option plan (Resolutions 4, 5 and 6), increasing the pool of funds 
available to pay non-executive Directors’ remuneration (Resolution 7), ratifying a share issue carried out by the 
Company to raise working capital of approximately $750,000 (Resolution 8) and the underwriting of a Share 
Purchase Plan (SPP) offer, to raise up to $2 million (Resolution 9). 
 
The Company’s proposed SPP, which will be underwritten in accordance with Resolution 9, will offer existing 
WPG shareholders (at a defined, to-be-advised record date) the entitlement to subscribe for up to $5,000.00 of 
WPG shares, at the same price as new shares to be issued pursuant to Resolution 8 (20 cents per share).This SPP 
offer will be capped at an aggregate raising of $2 million and applications will be dealt with on a ‘first come, 
first served’ basis. 
 
We look forward to meeting shareholders at the forthcoming general meeting and, with your support, embarking 
on this new and exciting project acquisition. 

 
 
 
 

 
 
  
Gary Jones Bob Richardson 
Technical Director Non-executive Director 
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WESTERN PLAINS GOLD LTD 
(to be renamed Western Plains Resources Ltd) 

ABN 51 109 426 502 
(the “Company”) 

 
NOTICE OF GENERAL MEETING 

 
 
A General Meeting of Western Plains Gold Ltd ABN 51 109 426 502 will be held at 11am on 26 October 2006 
at The Menzies Hotel, Sydney, Level 1, 14 Carrington Street, Sydney, New South Wales. 
 
The business to be considered at the General Meeting is set out below.  This Notice of Meeting should be read in 
conjunction with the accompanying Explanatory Memorandum, which contains information in relation to each 
of the following resolutions.  A Proxy Form also accompanies this Notice of Meeting. 
 
BUSINESS 
 
Resolution 1 – Approval of Agreement for Sale and Purchase of Shares with the shareholders of Southern 
Iron Pty Ltd (SI Shareholders) and Mr Robert Duffin (Warrantor). 
 
To consider and, if thought fit, to pass the following ordinary resolution: 
 
"That, pursuant to and in accordance with Listing Rules 7.1, 10.1 and 10.11 and Section 611 Item 7 of the 
Corporations Act and for all other purposes, shareholders approve the Company’s entry into the Agreement for 
Sale and Purchase of Shares with the SI Shareholders and Mr Robert Duffin (Warrantor), more particularly 
described in the Explanatory Memorandum accompanying this Notice of Meeting, including: 
 
(a)  the acquisition by the Company of all of the issued shares in SI from the SI Shareholders; 
 
(b)  the issue by the Company of 24,222,222 Shares to the SI Shareholders;  
 
(c) the acquisition by interests associated with Mr Robert Duffin of a greater than 20% interest in the voting 

shares of the Company; and 
 
(d)  the performance by the Company of all of its other obligations under the Agreement for Sale and 

Purchase of Shares on the terms and conditions set out in the Explanatory Memorandum accompanying 
this Notice of Meeting." 

 

A voting exclusion statement in relation to Resolution 1 is contained at the Regulatory and ASX Constraints Section 
of the Explanatory Memorandum. 

 
 
Resolution 2 – Change of Name 
 
To consider and, if thought fit, to pass the following special resolution: 
 
“That the name of the Company be changed to Western Plains Resources Ltd.” 
 
 
Resolution 3 – Election of Mr Heath Roberts as a Director 
 
To consider and, if thought fit, to pass the following ordinary resolution: 
 
“That Mr Heath Roberts, being eligible and offering himself for election, be elected as a director of the 
Company.” 
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Resolution 4 – Issue of Options to Mr Heath Roberts 
 
To consider and, if thought fit, to pass the following ordinary resolution: 
 
“That Mr Heath Roberts, being an eligible person in the context of the Company’s Employees and Officers 
Share Option plan, be issued 1,000,000 options, in accordance with the Explanatory Memorandum” 
 

The Company will disregard any votes cast on Resolution 4 by Mr Heath Roberts, any Director of the entity 
(except one who is ineligible to participate in any employee incentive scheme in relation to the entity)  and any 
associates of these persons.  

However, the Company need not disregard a vote if: 

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

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

 
 
Resolution 5 – Issue of Options to Mr Gary Jones 
 
To consider and, if thought fit, to pass the following ordinary resolution: 
 
“That Mr Gary Jones, being an eligible person in the context of the Company’s Employees and Officers Share 
Option plan, be issued 500,000 options in accordance with the Explanatory Memorandum” 
 

The Company will disregard any votes cast on Resolution 5 by Mr Gary Jones, any Director of the entity (except 
one who is ineligible to participate in any employee incentive scheme in relation to the entity) and any associates of 
these persons.  

However, the Company need not disregard a vote if: 

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

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

 
 
Resolution 6 – Issue of Options to Mr Bob Richardson 
 
To consider and, if thought fit, to pass the following ordinary resolution: 
 
“That Mr Bob Richardson, being an eligible person in the context of the Company’s Employees and Officers 
Share Option plan, be issued 250,000 options in accordance with the Explanatory Memorandum” 
 

The Company will disregard any votes cast on Resolution 6  by Mr Bob Richardson, any Director of the entity 
(except one who is ineligible to participate in any employee incentive scheme in relation to the entity)  and any 
associates of these persons.  

However, the Company need not disregard a vote if: 

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

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

 
 
Resolution 7 – Increase in Limit on Non-executive Directors’ Fees 
 
To consider and, if thought fit, to pass the following ordinary resolution: 
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“That, in accordance with Clause 43 of the Company’s Constitution, the limit on non-executive Director’s fees 
be increased from $100,000  per annum to $200,000 per annum. 
 

The Company will disregard any votes cast on Resolution 7 by any Director of the Company, and any associates of 
these persons. 

However, the Company need not disregard a vote if: 

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

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

 
 
Resolution 8 – Ratification of an Issue of Shares  
 
To consider and, if thought fit, to pass the following ordinary resolution: 

“That, for the purposes of Listing Rules 7.1 and  7.4 of the Australian Stock Exchange Listing Rules and for all 
other purposes, the Company approves the issue of 3,833,000 fully paid ordinary shares in the capital of the 
Company which took place on 15 September 2006 at a price of 20 cents to an aggregate raising under authority 
of this resolution 8 of $766,600.  

The Company will disregard any votes cast on Resolution 8 by any person who has participated in the issue of 
shares and any associates of those persons.  

However, the Company need not disregard a vote if: 

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

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

 
 
Resolution 9 – Approving an Issue of Shares (Underwriting a $2 million SPP) 
 
To consider and, if thought fit, to pass the following ordinary resolution: 

“That, for the purposes of Listing Rules 7.1 and  7.3 of the Australian Stock Exchange Listing Rules and for all 
other purposes, the Company approves of any issue of shares to Veritas Securities Ltd or nominees thereof at a 
price of 20 cents per share up to an aggregate amount not exceeding $2 million (therefore a maximum of 10 
million shares) as underwriter of shares to be offered to the shareholders of the Company pursuant to a Share 
Purchase Plan (SPP). 

The Company will disregard any votes cast on Resolution 8 by Veritas Securities Ltd and any person who may 
obtain a benefit if the resolution is passed (other than in the capacity of shareholder) and any associates of those 
persons.  

However, the Company need not disregard a vote if: 

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

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

 

 
NOTES TO RESOLUTION 1 

 
1. Further details of the Agreement for Sale and Purchase of Shares are set out in the Explanatory 

Memorandum accompanying this Notice of Meeting, including further information required to be 
disclosed to members under the Corporations Act and the Listing Rules. In addition, a Shareholder may 
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view a copy of the Agreement at the Company’s Registered Office. A prior appointment must be made in 
this case. 

 
2. Members are urged to read the Independent Expert's Report prepared by HLB Mann Judd (NSW) Pty 

Ltd, which report is Annexure A to the Explanatory Memorandum accompanying this Notice of Meeting 
and the Independent Technical Specialist’s Report which is Annexure B to the Explanatory 
Memorandum accompanying this Notice of Meeting. The Independent Expert has concluded that the 
proposed transaction the subject of Resolution 1 is fair and reasonable to the non-associated shareholders 
of the Company.   

 
DEFINED TERMS 
 
Terms used in this Notice of Meeting shall have the same meaning as defined in the Explanatory 
Memorandum accompanying this Notice of Meeting. 
 
 

 
By order of the Board 
Heath Roberts  
Company Secretary 
21 September 2006 

 

 
 
VOTING ENTITLEMENTS 
 
In accordance with regulation 7.11.37 of the Corporations Regulations, all quoted shares of the Company will 
be taken, for the purposes of the General Meeting, to be held by the persons who hold them at 5pm Sydney time 
on 24 October 2006. Only those persons will be entitled to vote at the General Meeting on 26 October 2006. 
 
PROXIES 
  
• Votes at the General Meeting may be given personally or by proxy, attorney or representative.   

• A member entitled to attend and vote at the meeting has the right to appoint no more than two proxies. 

• A member who is entitled to cast two or more votes may appoint two proxies and may specify the 
proportion or number of votes each proxy is appointed to exercise. 

• If the member appoints two proxies and the appointment does not specify the proportion or the number of 
the member’s votes each proxy may exercise, each proxy may exercise one half of the member’s votes.  
If the member appoints two proxies, neither proxy may vote on a show of hands. 

• A proxy need not be a member of the Company. 

• A proxy form must be signed by the member or his or her power of attorney who has not received any 
notice of revocation of the authority.  Proxies given by corporations must be signed by a Director, 
Company Secretary, Sole Director and Sole Company Secretary or under the hand of a duly authorised 
officer or attorney.  

• The proxy form (and any Power of Attorney under which it is signed) must be received by the 
Company’s share registry, Registries Limited, by facsimile on +61 2 9279 0664 or by mail or delivery to 
the office of Registries Limited being Level 12, 28 Margaret Street, Sydney, New South Wales, 2000 no 
later than 48 hours before the commencement of the General Meeting that is, by no later than 11am 
on 24 October 2006  Any proxy form received after that time will not be valid for the scheduled meeting.     
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WESTERN PLAINS GOLD LTD 
ACN 109 426 502 
(the “Company”) 

 
EXPLANATORY MEMORANDUM 

 
 
This Explanatory Memorandum has been prepared for the information of members of Western Plains Gold Ltd 
ACN 109 426 502 (WPG or the Company) in connection with the business to be transacted at the General 
Meeting of members of the Company to be held at 11am on 26 October 2006 at The Menzies Hotel, Sydney, 
Level 1, 14 Carrington Street, Sydney, New South Wales.  
 
An Independent Expert's Report prepared by HLB Mann Judd (NSW) Pty Ltd comments on whether the 
transaction the subject of Resolution 1 is fair and reasonable to the non-associated shareholders of the Company 
and has been prepared to comply with the requirements of Listing Rule 10.10 and Corporations Act Section 611. 
 
Members should note that the Independent Expert has concluded that the proposal which is the subject of 
Resolution 1 is fair and reasonable to the non-associated shareholders of the Company.   
 
The Directors recommend members read this Explanatory Memorandum, the Independent Expert's Report and 
the Independent Technical Expert’s Report in full before making any decision in relation to Resolution 1. 
 
RESOLUTION 1 – APPROVAL OF AGREEMENT FOR SALE AND PURCHASE OF 
SHARES WITH THE SHAREHOLDERS OF SI (SI SHAREHOLDERS) AND ROBERT 
DUFFIN (WARRANTOR). 
 
Resolution 1 seeks shareholders’ approval for the Company’s acquisition of SI, through the issue of 24,222,222 
WPG shares (the WPG Shares) to the SI Shareholders on a pro-rata basis (that is, according to the number of 
shares held by each SI Shareholder in SI). Through this corporate acquisition, WPG will become the indirect 
owner of the Peculiar Knob and Hawks Nest iron projects, located in South Australia. 
 
THE HISTORY OF SI 

 
SI was incorporated on 9 May 2006. 
 
 On 31 May 2006, SI entered into the Felix Option, whereby it acquired an option to purchase the Peculiar Knob 
and Hawks Nest Tenements. SI paid the relevant option fee of $100,000 on 31 May 2006. 
 
Si exercised the Felix Option through execution on 21 August 2006 of the two Tenement Sale and Purchase 
Agreements (TSPA’s) and paid a further $650,000 (in relation to Peculiar Knob) and $1 (in relation to Hawks 
Nest). Additionally, SI will allot on completion of the TSPA’s 10% of SI’s share capital to Felix’s 90% owned 
subsidiary, SASE Pty Ltd (SASE).  
 
The only additional (material) payments the be made by SI in relation to the acquisition of the Peculiar Knob 
and Hawks Nest projects are as follows: 
 
• A ‘one off’ consignment of iron ore to the value of approximately US$2.5 million must be made to 

SASE’s minority shareholder from Peculiar Knob once production commences (such consignment must 
be made ‘at cost’) provided production has first commenced  at Peculiar Knob by 27 September 2007, 
which is most unlikely. 

• SI requires the consent of certain royalty holders (which consent cannot be unreasonably withheld) for 
the transfer of the Tenements from SASE to SI. The receipt of this consent is a condition precedent to 
both SI’s acquisition of RL 103 and WPG’s completion of the acquisition of SI (refer ‘Material Terms of 
the Acquisition by WPG of Southern Iron’, below). 

• On grant of the first mining lease at Hawks Nest (not Peculiar Knob) a further payment of $350,000 is 
required to be made to SASE and SASE will be entitled to a production royalty of $1 per tonne from all 
production at Hawks Nest. 

 

Page 7 



Western Plains Gold Ltd  Notice of General Meeting October 2006 
 

 

 
THE HISTORY OF PECULIAR KNOB, HAWKS NEST AND SASE PTY LTD (SASE)  
 
Pending completion of the TSPA’s, the Peculiar Knob and Hawks Nest Tenements are owned by SASE, which 
is a 90% owned subsidiary of Felix Resources Limited (ASX code FLX), formerly known as AuIron Energy 
Limited and prior to that as Meekatharra Minerals Ltd. The Tenements contain the iron ore deposits which 
underpinned the then proposed SASE project, on which a total of some $80 million was spent between 1995 and 
2002. The objective of the SASE project was to produce 2.5 mtpa of pig iron for export and saleable electricity 
to supply the South Australian market. Relatively low iron prices at the time of the project, plus other factors, 
mitigated against its development at that time. 
 

The Tenements contain a high grade deposit of 
haematite direct shipping ore (DSO) at 
Peculiar Knob and both lower grade DSO and 
magnetite deposits at Hawks Nest. The 
Company believes that; 
 
• it is likely that the DSO deposit at 

Peculiar Knob can be developed as a 
viable mining operation under current 
conditions; 

 
• there is potential to define up to 50 

million tonnes of DSO mineralisation in 
the project areas; and 

 
• the magnetite resource at Hawks Nest 

may support a value added pellet, pig iron 
or concentrate project.  

 
The location of the Peculiar Knob and Hawks 
Nest tenements are shown on the diagram to 
the left. Both project areas are close to key 
infrastructure, including the Stuart Highway 
and a standard gauge railway network. 
 
The Company’s release to the ASX dated 24 
August 2006 (which was posted to WPG’s 
shareholders in the week commencing Monday, 
28 August 2006) contained data in relation to 
the iron resources contained with Peculiar Knob 
and Hawks Nest projects. These include an 
inferred resource of 14 million tonnes at an 
average grade of 63.2 per cent iron (phosphorus 
grade 0.02 per cent) at Peculiar Knob and the 

following resources at Hawks Nest. 
 

Deposit Category Million 
Tonnes 

Fe 
% 

P2O5 
% 

SiO2 
% 

Al2O3 
% 

LOI 
% 

Kestrel Measured Resources 
Indicated Resources 
Inferred Resources 
Total Resources 

100 
60 
60 

220 

37 
36 
36 
36 

0.13 
0.13 
0.13 
0.13 

37 
38 
39 
38 

0.83 
1.00 
1.05 
0.94 

0.58 
0.79 
0.78 
0.69 

Buzzard Measured Resources 
Indicated Resources 
Inferred Resources 
Total Resources 

1.8 
3.1 
1.8 
6.7 

62 
60 
59 
60 

0.06 
0.09 
0.15 
0.10 

9.3 
10.9 

8.7 
9.9 

1.2 
1.7 
2.9 
1.9 

0.8 
1.4 
2.5 
1.5 
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MATERIAL TERMS OF THE ACQUISITION BY WPG OF SOUTHERN IRON 
 
WPG, the shareholders of SI and Mr Duffin (Warrantor) have entered into the SI Share Sale and Purchase 
Agreement (SI Share SPA) whereby WPG will acquire SI through the issue to SI’s 33 shareholders of a total of 
24,222,222 WPG shares (the WPG Shares).  
 
In accordance with the ASX Listing Rules, those WPG Shares which are to be issued to related parties of WPG 
(being interests associated with Mr Duffin,  totalling 11 million of the WPG Shares) will be subject to 12 
months ASX imposed escrow. The balance, being 13,222,222 of the WPG Shares, are not subject to any ASX 
imposed escrow.  
 
The SI Share SPA contains a normal range of share sale and purchase provisions. Mr Duffin, as the sole 
Director of SI, has provided a range of industry standard warranties as to the financial status of SI, its right to 
acquire the Peculiar Knob and Hawks Nest Tenements and that there are no encumbrances or litigation affecting 
SI. 
 
The SI Share SPA has a range of conditions precedent, including the need for approval of WPG shareholders, 
WPG raising not less than $2 million working capital and SI completing its acquisition of the Peculiar Knob and 
Hawks Nest Tenements. In the event that these conditions precedent are not satisfied by 31 December 2006 then 
the SI Share SPA may be terminated. 
 
WPG’S PROPOSALS FOR THE PECULIAR KNOB AND HAWKS NEST PROJECTS 
 
WPG’s proposals for the Peculiar Knob and Hawks Nest Tenements comprise; 
 
• Development of Peculiar Knob as a DSO project post-haste; 
 
• Subject to a supporting BFS, development of Peculiar Knob, at1-2 mtpa DSO production, commencing 

2nd quarter 2008 for 10 years; 
 
• In tandem with development of Peculiar Knob, exploring  for/and defining further DSO opportunities at 

Hawks Nest as soon as possible; 
 
• Assessing the potential to blend or supplement Hawks Nest DSO ore with Peculiar Knob DSO ore to 

extend the life of the (combined) project and/or increase scale of development, targeting a potential, 
aggregate DSO resource of 50 mt; 

 
• In parallel with the DSO operation, assessing the potential to use Hawks Nest magnetite to underpin a 

concentrate, pig iron or pellet project; and 
 
• Leveraging off the starter project to obtain broader exposure to iron ore in South Australia and elsewhere. 
 
 
REGULATORY AND ASX CONSTRAINTS 

 
Listing Rule 10.1 
 
Listing Rule 10.1 prohibits a listed company from acquiring a substantial asset from certain persons including a 
related party of the company without shareholder approval.  Irrawaddy Investments Pty Ltd and REC Investment 
Management Pty Ltd are related parties of the Company and are entities controlled by Mr Bob Duffin, a director 
of the Company.  An asset is substantial if its value or the value of the consideration for it is 5% or more of the 
equity interests of the company as set out in the latest accounts given to ASX under the Listing Rules. The total 
consideration proposed to be provided by the Company for its acquisition of the Duffin SI Shares is a substantial 
asset.  Accordingly, shareholder approval for the acquisition of the Duffin SI Shares pursuant to the Agreement 
for Sale and Purchase of Shares is sought in accordance with Listing Rule 10.1.   

The Independent Expert's Report prepared by HLB Mann Judd has been prepared in accordance with the 
requirements of Listing Rule 10.10.   
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Chapter 2E and S611 of the Corporations Act 

 
Chapter 2E of the Corporations Act prohibits a public company from giving a financial benefit to a related party 
of the public company unless either: 
 
• the giving of the financial benefit falls within one of the nominated exceptions to the provision; or  
 
• prior member approval is obtained to the giving of the financial benefit and the benefit is given within 15 

months of obtaining the approval. 
 
A "related party" for the purposes of the Corporations Act is defined widely.  It includes a director of the public 
company and a director's spouse.  It also includes an entity over which a director and/or his spouse maintains 
control.  "Giving a financial benefit" for the purposes of the Corporations Act is also widely defined.  It includes 
a public company issuing securities to a related party and buying an asset from a related party.   
 
The Directors are of the view that the acquisition of the Duffin SI Shares falls within the ‘arms length 
transaction’ exception set out in Chapter 2E of the Corporations Act. The overall acquisition by the Company of 
the SI Shares, and thus SI itself, involves the acquisition, on identical terms, of all the shares in SI from a total of 
33 separate shareholders. Interests associated with Mr Duffin, being holder of 1,100,000 of the SI Shares, 
constitute only three of these thirty-three shareholders. The Board has considered and is of the view that the 
terms of the acquisition are on ‘arms length terms’ as more fully defined in the relevant exception (Section 210 
of the Corporations Act). 
 
Section 606 of the Corporations Act prohibits (subject to certain exceptions, one of which is obtaining 
shareholder approval under Item 7 of Section 611) a shareholder in a public company, such as WPG, acquiring 
more than a 20% interest in the voting shares of that company. In the current circumstances, by virtue of the 
aggregation of those WPG Shares to be issued to interests associated with Mr Bob Duffin, a director of the 
Company, and WPG shares already held by interests associated with him, Mr Duffin will have a relevant interest 
in a total of 12,500,000 WPG Shares, representing at that time 25.1% of the issued share capital of WPG. 
Although this relevant interest will be reduced or diluted very soon by the share issues referred to in Resolutions 
8 and 9 (and the Company’s proposed SPP) to the extent that Mr Duffin’s relevant interest in WPG shares may 
exceed 20% for a relatively short time, it is necessary to obtain shareholder approval for the acquisition of those 
shares. On completion of the Company’s share issues to acquire SI (Resolution 1) and the two fundraisings 
(Resolutions 8 and 9), Mr Duffin will have a relevant interest in 19.65% of the Company’s voting shares. The 
Independent Experts Report has been included in this Explanatory Statement for the benefit of shareholders in 
connection with Resolution 1. 

 
Listing Rules 7.1 and 10.11 

 
Subject to a number of exceptions, Listing Rule 7.1 provides that a company must not issue equity securities 
without shareholder approval if that issue, when added to other securities issued by the company in the previous 
12 months, will exceed 15% of the ordinary securities on issue at the commencement of the 12 month period. 
 
Further, Listing Rule 10.11 requires, subject to certain exceptions, member approval for the issue of securities to 
a related party of the Company.  As the holder of the Duffin SI Shares is a related party of the Company, 
approval under Listing Rule 10.11 is sought. As approval of members is being sought pursuant to Listing Rule 
10.11, under Listing Rule 7.2 Exception 14, additional approval under Listing Rule 7.1 for the issue of WPG 
Shares to purchase the Duffin SI Shares is not required. 

 
The following information is provided to members for the purposes of Listing Rule 7.1 and 10.11: 

 
 the WPG Shares will be issued to the parties listed at Table 1 on page 11 of this Explanatory 

Memorandum. The WPG Shares to be issued to interests associated with Mr Duffin are shown under the 
name Irrawaddy Investments Pty Ltd (various accounts) and REC Investment Management Pty Ltd. 

 
 the number of WPG Shares to be issued is 24,222,222. 
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the WPG Shares will be issued and allotted by no later than 1 month after the date of the general meeting 
(or by such other date as may be approved by ASX Listing Rule waiver, if a waiver is applied for).  

 
 the WPG Shares will be issued at a deemed issue price of 20 cents per WPG Share. 

 
 the terms of the WPG Shares issued pursuant to resolution 1 will be the same, in all respects, as the 

existing, ASX quoted WPG shares coded WPG. 
 
 no funds will be raised by the issue of the WPG shares. The issue comprises the consideration payable by 

the Company under the SI Share SPA for the acquisition by the Company of all of the issued shares in SI. 
 
 the Company will disregard any votes cast on resolution 1 by  each of the parties listed at Table 1 on page  

11 of this Explanatory Memorandum (below) and any person who may obtain a benefit if the resolution 
is passed (other than in the capacity of shareholder)  and any associates of those persons.  However, the 
Company need not disregard a vote if: 

 
− it is cast by a person as proxy for a person who is entitled to vote in accordance with the directions 

on the proxy form; or 
 

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

TABLE 1 
 

SI Shareholder’s Name Vendor SI Shares held by 
SI Shareholder 

WPG Shares to be 
issued to each SI 

Shareholder 
Irrawaddy Investments Pty Ltd <Wotrun Super 
Fund A/C> 

600,000 6,000,000 

Irrawaddy Investments Pty Ltd <Duffin Family A/C> 250,000 2,500,000 
REC Investment Management Pty Ltd 250,000 2,500,000 
Taycol Nominees Pty Limited 250,000 2,500,000 
SASE Pty Ltd 242,222 2,422,222 
Clodene Pty Ltd 75,000 750,000 
Bronwyn and Gary Roberts <Roberts Super Fund 
A/C> 

50,000 500,000 

Carling Capital Partners Pty Ltd 50,000 500,000 
Golden Spider Entertainment Pty Ltd 50,000 500,000 
Kinetic Investment Co Pty Ltd 50,000 500,000 
Moreroll Pty Ltd <Reid Family A/C> 50,000 500,000 
Deveray Pty Ltd 40,000 400,000 
Lismeen Pty Ltd 40,000 400,000 
Pacrim Investment Consultants Pty Ltd 40,000 400,000 
Bluestar Management Pty Ltd 30,000 300,000 
Dawnfry Pty Limited <Super Fund A/C> 30,000 300,000 
Delfam Pty Ltd <BFT A/C> 30,000 300,000 
D E Waghorn & A F Waghorn <Waghorn Super 
Fund A/C> 

25,000 250,000 

Senorita Pty Ltd 25,000 250,000 
Amiga Holdings Pty Limited 20,000 200,000 
Argento Pty Ltd <Murphy Family A/C> 20,000 200,000 
Chancery Pty Ltd <McKenzie Super Fund A/C> 20,000 200,000 
Dawnfry Pty Limited <Super Fund A/C> 20,000 200,000 
Jennifer Brock 20,000 200,000 
Michael Hook 20,000 200,000 
Mulmore Investments Pty Ltd 20,000 200,000 
Peter John Taylor Hampshire 20,000 200,000 
Purbeck Pty Ltd 20,000 200,000 
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Ronald Kent Wilson 20,000 200,000 
William Thomas Investments Pty Ltd 20,000 200,000 
Ferrore Pty Ltd 10,000 100,000 
John Kelly <Possum Super Fund A/C> 10,000 100,000 
Robert Scappatura 5,000 50,000 
Total 2,422,222 24,222,222 

 
 
 
THE INDEPENDENT EXPERT’S REPORT AND THE NON-RELATED DIRECTOR’S 
RECOMMENDATIONS 
 
The Independent Expert has opined that, in its view, the transaction subject of Resolution 1 is fair and 
reasonable to the non-associated shareholders of WPG. The Independent Experts Report at Annexure A and the 
Independent Technical Expert’s Report at Annexure B to this Explanatory Memorandum should be carefully 
read by all WPG shareholders.  
 
The non-related Directors of the Company recommend that WPG shareholders approve the transaction subject 
of Resolution 1. 
 
 
RESOLUTION 2 – CHANGE OF NAME  
 
In view of the broad prospectivity of the Company’s project areas and the Company’s proposed acquisition of 
SI, it was considered by the Board that a generic name not specifically relating to ‘gold’ would be more suitable 
for the Company moving forward. In order however to retain a link to the Company’s origins, it was considered 
appropriate that the Company change its name to Western Plains Resources Ltd. This name has been reserved 
with the Australian Securities and Investments Commission. 
 
The proposed change of name, which must be passed as a special resolution in order to be effective, will have no 
bearing on the rights and liabilities attaching to the Company’s securities.  
 
 
RESOLUTION 3 – ELECTION OF MR HEATH ROBERTS AS A DIRECTOR 
 
Heath Roberts holds legal qualifications including Dip Law awarded by the Solicitors Admissions Board, and a 
Dip Leg P from the University of Technology, Sydney. 
 
Heath practiced as a commercial solicitor in Sydney during the early 1990s, before moving into company 
administration, corporate advice and fund raising, with a focus on the resource and mining sectors. He is now 
making the transition into company management. 
 
Heath is a director of ASX listed WCP Diversified Investments Ltd, company secretary of Western Plains Gold 
Ltd, a former company secretary of Michelago Limited, and has carried out briefs for a range of other listed 
companies including Intec Ltd, Gloucester Coal Ltd, Klondike Source Limited and other unlisted resource and 
mining groups.  
 
Heath was a founding Director of Western Plains Gold Ltd prior to its listing on the ASX and will become the 
Managing Director of the Company. 
 
 
RESOLUTION 4 – ISSUE OF OPTIONS TO MR HEATH ROBERTS 
 
As a component of the executive remuneration package agreed between the Company and Mr Roberts, he will 
be issued (subject to shareholder approval) a total of 1,000,000 options under the terms of the Company’s 
Employees and Officers Share Option plan. The options will be issued with a five year term and an exercise 
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price of 25 cents which is 25% premium to the price at which the share issues subject to Resolutions 8 and 9 
(below) are made.  
 
The number of options on issue under the terms of the Company’s Employees and Officers Share Option plan 
may not exceed 5% of the Company’s shares on issue at a given time. On completion of the transaction subject 
of Resolution 1, there will be 49,781,222 WPG shares on issue, and thus a limit of approximately 2.49 million 
options that may be issued under that plan. The proposed option issue to Mr Roberts is considered by the Board 
to be an appropriate performance incentive and leaves significant room within the 5% limit to incentivise other 
key employees and officers as the need arises. 
 
For further statutory information relating to this resolution 4, and each of Resolutions 5 and 6, see the section 
below headed:  Issue of Options to Directors and Proposed Director. 
 
RESOLUTION 5 – ISSUE OF OPTIONS TO MR GARY JONES 
 
As a component of the executive remuneration package agreed between the Company and Mr Jones, he will be 
issued (subject to shareholder approval) a total of 500,000 options under the terms of the Company’s Employees 
and Officers Share Option plan. The options will be issued with a five year term and an exercise price of 25 
cents which is a 25% premium to the price at which the share issues subject to Resolutions 8 and 9 (below) are 
made.  
 
The number of options on issue under the terms of the Company’s Employees and Officers Share Option plan 
may not exceed 5% of the Company’s shares on issue at a given time. On completion of the transaction subject 
of Resolution 1, there will be 49,781,222 WPG shares on issue, and thus a limit of approximately 2.49 million 
options that may be issued under that plan. The proposed option issue to Mr Jones is considered by the Board to 
be an appropriate performance incentive and leaves significant room within the 5% limit to incentivise other key 
employees and officers as the need arises. 
 
For further statutory information relating to this resolution 5, and each of Resolutions 4 and 6, see the section 
below headed:  Issue of Options to Directors and Proposed Director. 
 
 
RESOLUTION 6 – ISSUE OF OPTIONS TO MR BOB RICHARDSON. 
 
As a component of the non-executive remuneration package agreed between the Company and Mr Richardson, 
he will be issued (subject to shareholder approval) a total of 250,000 options under the terms of the Company’s 
Employees and Officers Share Option plan. The options will be issued with a five year term and an exercise 
price of 25 cents which is a 25% premium to the price at which the share issues subject to Resolutions 8 and 9 
(below) are made.  
 
The number of options on issue under the terms of the Company’s Employees and Officers Share Option plan 
may not exceed 5% of the Company’s shares on issue at a given time. On completion of the transaction subject 
of Resolution 1, there will be 49,781,222 WPG shares on issue, and thus a limit of approximately 2.49 million 
options that may be issued under that plan. The proposed option issue to Mr Richardson is considered by the 
Board to be an appropriate performance incentive and leaves significant room within the 5% limit to incentivise 
other key employees and officers as the need arises. 
 
For further statutory information relating to this resolution 6, and each of Resolutions 4 and 5, see the section 
below headed:  Issue of Options to Directors and Proposed Director. 
 
Issue of Options to Directors and Proposed Director 
 
The Board proposes that the following number of options be issued to the Directors and proposed Director of the 
Company, as below:  
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TABLE 2 
 

Director or Proposed Director’s Name  WPG options to be issued 
Heath Roberts 1,000,000 

Gary Jones 500,000 

Bob Richardson 250,000 
 
Subject to shareholder approval, the options will be issued with a five year term and an exercise price which is a 
25% premium to the price at which the share issues subject to Resolutions 8 and 9 (below) are made (that is, 25 
cents per share).  Each of Resolutions 4 – 6 (inclusive) seeks shareholder approval for the issue of Options to the 
relevant Director or proposed Director. 
 
The Listing Rules and the Corporations Act set out a number of regulatory requirements which must be satisfied 
in relation to these Resolutions 4 - 6 (inclusive).  These are summarised below. 
 
Listing Rules 10.11 10.14 
 
Listing Rules 10.11 and 10.14 requires a listed company to obtain shareholder approval by ordinary resolution 
prior to the issue of securities (including the grant of options) to a related party of the Company.  If these 
Resolutions 4 – 6 (inclusive) are passed, the relevant options will be granted to each of the Directors or proposed 
Directors above, who are related parties of the Company by virtue of him being or proposing to become a 
Director of the Company. Accordingly, approval for the grant of the options to each of the Directors or proposed 
Directors above is required pursuant to Listing Rule 10.14.  Approval pursuant to Listing Rule 7.1 is not 
required in order to grant the Options to these persons as approval is being obtained under Listing Rule 10.14.  
Shareholders should note that the grant of the Options to the above persons with approval under Listing Rule 
10.11 will not be included in the 15% calculation for the purposes of Listing Rule 7.1. 
 
Listing Rule 10.15 sets out a number of matters which must be included in a notice of meeting proposing an 
approval under Listing Rule 10.11.  For the purposes of Listing Rule 10.13, the following information is 
provided to shareholders. 
 
a) the number of Options to be granted by the Company to the Directors or proposed Directors above, in 

total, is 1,750,000. The maximum number of Options that could be issued under the terms of the 
Company’s Employees and Officers Share Option plan at the time the Options are proposed to be issued 
is 2,489,000. 

b) the Options will be granted as set out in Table 2 on page 14 above, or to the relevant Directors’ or 
proposed Directors’ nominee. No Options have been issued under the Company’s Employees and 
Officers Share Option plan in the past. The Options proposed to be issued under Resolutions 4 – 6 
(inclusive) are the first to be issued under the plan. 

c) the Options will be granted for nil monetary consideration and therefore no funds will be raised from the 
issue of the Options; 

d) the Options will be granted within one month of the date of the meeting or at such time as deemed 
appropriate by an ASX waiver (if applicable); 

e) the purpose of the grant of the Options is to incentivise each of the Directors or proposed Director, 
relative to their proposed contributions moving forwards, to provide dedicated and ongoing commitment 
to the Company, to advance the Company’s project interests as expediently as possible and to preserve 
the Company’s cash position; and 

f) the Options are exercisable at 25 cents per option on or before the date which is five years from the date 
of issue of the options. 

g) No loans have been made by the Company to any person in relation to the issue of the Options or the 
exercise of them. 

h) The name of the Directors who are entitled to participate in an offer under the Company’s Employees and 
Officers Share Option Plan are Robert Duffin, Gary Jones and Robert Richardson. 
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Otherwise, the terms and conditions of the Options are set out in the Company’s Employees and Officers Share 
Option plan and the ASX Listing Rules. A copy of the terms of this scheme will be provided by the Company to 
any shareholder on request. 
Section 208 of the Corporations Act 
 
Under Chapter 2E of the Corporations Act, a public company cannot give a “financial benefit” to a “related party” 
unless one of the exceptions to the section apply or shareholders have in general meeting previously approved the 
giving of that financial benefit to the related party. In the current circumstances, the grant of the Options to the 
Directors and proposed Director constitutes a “financial benefit” as defined in the Corporations Act.  Accordingly, the 
proposed grant of options constitute the provision of a financial benefit to related parties of the Company. 
 
Section 219 of the Corporations Act 
 
Pursuant to Section 219 of the Corporations Act, the following information is provided to shareholders: 
 
a) The related parties to whom the financial benefit will be given are the Directors and the proposed 

Director of the Company, as shown in Table A, or their nominees. 

b) The nature of the financial benefit to each of the relevant persons is the grant of options for nil 
consideration. The number of Options to be issued to the parties was determined after the Company 
undertook a review of the remuneration paid to directors of companies of a similar size to the Company 
and factoring in the skill, experience and contribution of each of the parties, when considered together 
with his salary and other remuneration detailed below. 

The Directors decline to make a recommendation in relation to Resolutions 4 - 6 due to the fact that they 
have a material personal interest in the outcome of those resolutions.  
 

c) If shareholders approve the grant of options summarised at Table 2 page 14, and all of the options are 
exercised, the effect will be to dilute the shareholding of existing shareholders by approximately 6% on 
an undiluted basis (based on the number of Company shares on issue as at the date of this Notice of 
Meeting), or 3% on an undiluted basis (based on the number of Company shares on issue as at the date of 
completion of the acquisition of SI). 
 
The exercise of the options will also increase the cash reserves of the Company by $437,500.00 
 

d) The market price of the Company’s shares during the term of the options would normally determine 
whether or not the holder exercises the options. If, at the time any of the options are exercised, the 
Company’s shares are trading on ASX at a price that is higher than the exercise price of the options, there 
may be a perceived cost to the Company. 

e) In the 12 months before the date of this notice, the highest, lowest and last trading price of the 
Company’s shares on ASX are as set out below: 

 Date Price (cents) 
Highest 24 August 2006 30 cents 
Lowest 28 February 2006 14 cents 
Last 13 September 2006 22 cents 

 
f) As at the date of this notice of meeting, the Directors and proposed Director subject of the proposed issue 

of options referred to in Resolutions 4 – 6 (incl) had the following relevant interests in securities in the 
Company. 

Director or Proposed Director’s 
Name  

Interest in WPG 
shares 

Interest in WPG 
options  

Heath Roberts 500,000 250,000 

Bob Richardson* 50,000 0 

Gary Jones 795,000 225,000 
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*Mr Richardson is a Director of PlatSearch NL, which holds a relevant interest in 6,350,000 WPG shares and 4,850,000 WPG options. 

g) The value of the options to be granted to the Directors and the proposed Director, or their nominees, has 
been calculated using the Black & Scholes Option Pricing Model (Black & Scholes Model), which is the 
most widely used and recognised model for pricing options.  The details of the valuation are set out 
below under the heading “Valuation of Director Options”. 

Based on the assumptions used for the Black & Scholes Model, the Options have been valued as follows: 

Director or Proposed Director’s 
Name  

Proposed number of 
options 

Black & Scholes 
valuation of options   

Heath Roberts 1,000,000 $200,000 

Gary Jones 500,000 $100,000 

Bob Richardson 250,000 $50,000 
 

h) In addition to the options referred to above, the Directors receive the following additional remuneration 
from the Company. 

 

Director or Proposed 
Director’s Name  

Designation Remuneration 

Heath Roberts Proposed Managing 
Director 

Executive pack age comprising 
base salary of $180,000 per annum 
plus statutory superannuation. 
Milestone bonus payments to 
$70,000.  

Bob Richardson* Non-executive Director Non executive Directors’ Fees of 
$20,000 per annum, plus statutory 
superannuation. Additional services 
at $130 per hour.  

Gary Jones Technical Director Consultancy agreement: $125,000 
per annum for 150 days services, 
thereafter $700 per day. 

*The $20,000 fees referrable to Mr Richardson, and any additional services fees, have historically been paid to PlatSearch 
NL. Mr Richardson personally receives the superannuation paid on this amount. The WPG Board has recently resolved 
that non-executive Director’s fees be increased to $35,000 per annum. Mr Richardson will receive the ongoing non –
executive Directors fees and additional service fees in his personal capacity. 

i) The value of the options will be expensed by the Company.  Other than as set out in this Notice of 
Meeting and Explanatory Memorandum, the Company considers that from an economic and commercial 
point of view there are not any costs or detriments, including opportunity costs or taxation consequences, 
for the Company or benefits foregone by the Company, resulting from the issue of the options pursuant to 
this Resolution. 

j) Neither the Directors nor the Company are aware of any other information that would be reasonably 
required by shareholders to make a decision in relation to the financial benefits contemplated by 
Resolutions 4 – 6 (incl). 

Valuation of Director Options 

The Options have been valued using the Black & Scholes Model, based upon the following assumptions: 

1. The valuation date was carried out by an independent third party as at 25 August 2006 although the 
options will not be granted until mid-late October 2006.  The grant date was assumed as mid-late October 
2006. 

2. The exercise price of the options is 25 cents each. 
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3. The expiry date of the options is 5 years from the date of issue of the options, therefore assumed to be 

mid-late October 2011. 

4. The last share price of WPG share as at 25 August 2006 was 25 cents. 

5. The risk free interest rate (3 yr Australian Government Bond) was 5.965%. 

6. The options are valued based on a volatility of 107%. 

7. The valuation does not necessarily represent the market value of the options. 

 
RESOLUTION 7 – INCREASE IN THE LIMIT ON NON-EXECUTIVE DIRECTORS FEES 
 
The current limit on the amount that may be paid to the non-executive Directors of the Company by way of 
Directors fees is $100,000.  This limit was set prior to the listing of the Company on the ASX. Since listing on 
the ASX, the Company has paid the Chairman, Mr Duffin, Non-executive Chairman’s fees of $35,000 per 
annum (plus superannuation). The non-executive Directors have been paid Non-executive Director’s fees of 
$20,000 per annum (plus superannuation). 
 
As the Company expands its operations, particularly through the acquisition of SI and the Peculiar Knob and 
Hawks Nest Tenements, a number of other skill sets will need to be bought to the Company, both at Board level, 
and as executives and staff. 
 
By increasing the limit on the amount that may be paid to the non-executive Directors of the Company by way 
of Directors fees from $100,000 to $200,000, (therefore and increase of $100,000 per annum) the Company will 
have the flexibility to appropriately remunerate additional non-executive Directors as may be required from time 
to time. In view of the Company’s plans to undertake a number of executive appointments in coming months, 
some of whom shall be to the Board, this increase in non-executive Directors fees is considered appropriate by 
the Board. 
 
As Mr Duffin will become Executive Chairman of the Company, he will no longer be remunerated under the 
non-executive Director’s fees. Rather, Mr Duffin will receive a fixed remuneration of $180,000 per annum, plus 
statutory superannuation. 
 
 
RESOLUTION 8 – RATIFICATION OF AN ISSUE OF SHARES  
 
On 15 September 2006, the Company carried out an issue of 3,833,000 WPG shares to raise up to $766,600 for 
ongoing working capital (the Placement). The Placement was coordinated by Veritas Securities Ltd and was 
made to ‘excluded offerees’ in the context of Section 708 of the Corporations Act. This resolution seeks 
shareholder ratification of the Placement. 
 
The following information is provided for member’s consideration of Resolution 8:  
 
• The number of securities (fully paid ordinary shares coded WPG) that the Company issued is 3,833,000. 
• The shares were issued at a price of 20 cents per share. 
•  The shares were issued on 15 September 2006. 
• The shares were issued to ‘excluded offerees” in the context of Section 708 of the Corporations Act 2006 

being Clodene Pty Ltd (358,000 shares). National Nominees ATF Telstra Super Pty Ltd (625,000 shares), 
RBC Dexia Investor Services Australia Nominees Pty Ltd <BK CUST A/C> (2,250,000 shares), Green 
Frog Nominees Pty Ltd <Nominee A/C> (150,000 shares), Fortis Clearing Nominees Pty Ltd (200,000 
shares), Invia Custodian Pty Ltd <WAM Capital A/C> (175,000 shares), Invia Custodian Pty Ltd <WAM 
Equity Fund A/C> (75,000 shares). 

• The shares rank pari pasu with the Company’s ASX quoted securities coded WPG.  
 
If shareholders of the Company ratify the issue of the shares pursuant to this Resolution 8, the shares issued pursuant 
to this resolution will not count towards the 15% limit in respect of issues of equity securities which the Directors of 
the Company may undertake without shareholder approval in a 12 month period under ASX Listing Rule 7.1. 
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RESOLUTION 9 – APPROVING AN ISSUE OF SHARES TO THE UNDERWRITER OF ANY 
SHORTFALL UNDER THE $2 MILLION SPP OFFER 
 
The Company proposes to undertake an SPP offering to existing shareholders (at a defined, to-be-advised record 
date) which will provide eligible shareholders the entitlement to subscribe for up to $5,000.00 of WPG shares, at 
the same price as the placement subject of Resolution 8 (20 cents per share) This SPP offer will be capped at an 
aggregate raising of $2 million and be dealt with on a ‘first come, first served’ basis. Further details of the SPP 
issue will be released in due course. 
 
 The SPP offer will be underwritten, with the underwriting subject of this Resolution 9. Shares issued pursuant 
to the SPP offer itself are not required to be subject to shareholder approval in accordance with ASX Listing 
Rule 7.2 Exception 15 and will not count towards the 15% limit in respect of issues of equity securities which 
the Directors of the Company may without shareholder approval in a 12 month period under ASX Listing Rule 
7.1. However, to the extent that the SPP offer is underwritten, ensuring that the Company raises the target 
amount of $2 million, approval is now being sought for the issue of any shares issued to the underwriter 
pursuant to the proposed underwriting agreement. 
 
The following information is provided for member’s consideration of Resolution 9:  
 
• The number of securities (fully paid ordinary shares coded WPG) that the Company proposes to issue is 

up to that number of WPG shares as raises a (gross) amount of $2,000,000, being the maximum amount 
which may be raised under the SPP offer, at a price of 20 cents per share, therefore 10 million shares. 

• The shares will be issued at a price of 20 cents per share. 
• The shares will be issued and allotted no later than three months following the date of this meeting. 
• The shares will be issued to the underwriter or its nominees in the context of Section 708 of the 

Corporations Act 2006. The names of the proposed allottees of the securities are not known at this time. 
• The shares will rank pari pasu with the Company’s ASX quoted securities coded WPG.  
 
If shareholders of the Company approve issue of the shares pursuant to the underwriting of the SPP offer pursuant to 
this Resolution 9, the shares issued pursuant to this resolution will not count towards the 15% limit in respect of 
issues of equity securities which the Directors of the Company may undertake without shareholder approval in a 12 
month period under ASX Listing Rule 7.1. 
 
 
GLOSSARY 
 
"ASX" means Australian Stock Exchange Limited ACN  008 624 691. 
 
"Company" and “WPG” means Western Plains Gold Ltd ACN 109 426 502 
 
“Bankable Feasibility Study” means a study into the mining, development and sale of iron ore from either of the 
Peculiar Knob and/or Hawks Nest Tenements, sufficient for the purposes of the Board committing to 
development of the Peculiar Knob and/or Hawks Nest Tenements, and raising a level of debt and/or equity 
funding for the said development. 
 
"Corporations Act" means the Corporations Act 2001 (Cth). 
 
“Agreement for Sale and Purchase of Shares” or “SI Share SPA” means the Agreement for Sale and Purchase of 
Shares between the Company, SI and the SI Shareholders. 
 
"Directors" means directors of the Company. 
 
“Duffin SI Shares” mean the 1,100,000 SI Shares held by Bob Duffin or entities under his control. 
 
"Explanatory Memorandum" means this Explanatory Memorandum. 
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“DSO” means direct shipping ore. 
 
“Felix Option” means the Option Agreement between SI and Felix dated 31 May 2006 whereby SI had the 
option to acquire the Peculiar Knob and Hawks Nest Tenements, supplemented by the TSPA’s whereby WPG 
exercised its option and purchased each of the Peculiar Knob and Hawks Nest Tenements. 
 
“Independent Expert” means HLB Mann Judd (NSW) Pty Ltd ACN 003 918 125. 
 
“Independent Experts Report” means the report by the Independent Expert at Annexure ‘A’ to this Explanatory 
Memorandum. 
 
"Listing Rules" means the Listing Rules of ASX. 
 
"Notice of Meeting" means the notice of meeting which accompanies this Explanatory Memorandum. 
 
“Peculiar Knob and Hawks Nest Tenements” and “Tenements” means RL 103 Peculiar Knob and EL 3196 
Hawks Nest respectively, each located in South Australia; 
 
"Section" means a section of this Explanatory Memorandum. 
 
"SI" means Southern Iron Pty Ltd ACN 119 611 068. 
 
"SI Shares" means, unless separately defined in this Explanatory Memorandum, fully paid ordinary shares 
issued in the capital of SI. 
 
“SI shareholders” means the shareholders of SI. 
 
“SPP” means a statutory share purchase plan whereby, under certain conditions, existing shareholders of a 
company may subscribe for up to $5,000.00 worth of the company’s shares in a twelve month period, without 
the requirement for a disclosure document.  
 
“Warrantor” means, in respect of the Agreement between WPG and the SI Shareholders for WPG to acquire SI, 
Mr Robert Duffin. 
 
"WPG Shares" means 24,222,222 fully paid ordinary shares issued in the capital of the Company.  
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11 September 2006 ANNEXURE A 
 
 
The Directors 
Western Plains Gold Ltd 
Level 11, Kyle House 27-31 Macquarie Place 
SYDNEY NSW 2000 
 
Dear Sirs 
 
Independent Expert’s Report 
Proposed acquisition by Western Plains Gold Ltd of Southern Iron Pty Ltd 
 
1 INTRODUCTION 

1.1 Western Plains Gold Ltd (“WPG”) proposes to acquire Southern Iron Pty Ltd (“SI”) by way 
of an issue of shares to the shareholders of SI.  That proposed acquisition is referred to in this 
report as “the Proposed Transaction”. 

1.2 The independent directors of WPG (that is, those directors who are not associated with SI) 
have requested HLB Mann Judd Corporate (NSW) Pty Ltd (“HLB MJ Corporate”) to 
prepare an independent expert’s report pursuant to Rules 10.1 and 10.10.2 of the ASX Listing 
Rules and pursuant to item 7 of s 611 of the Corporations Act 2001 as to whether or not the 
Proposed Transaction is fair and reasonable to the shareholders of WPG who are not 
associated with SI (“the Non-Associated Shareholders”). 

1.3 Details of the Proposed Transaction are set out in the Notice of Meeting and Explanatory 
Memorandum and are summarised for purposes of this report at section 7.   

1.4 WPG announced the Proposed Transaction to the market place on 24 August 2006. 

1.5 This report accompanies the Notice of Meeting and the Explanatory Memorandum prepared 
by directors for the forthcoming General Meeting of shareholders of WPG. 

1.6 Annexed to this report are sources of information and declarations as to: purpose and scope 
of this report; qualifications of the expert; disclosure of the expert’s interests; and consents. 

 
2 OPINION 

2.1 In our opinion, for the reasons as set out in this report, the Proposed Transaction is fair and 
reasonable to the Non-Associated Shareholders of WPG. 

2.2 Our opinion is based solely on information available at the date of this report.  In particular, 
we have relied on the annexed report of the independent mineral industry specialist, N H 
Cole and Associates Pty Ltd (“Cole and Associates”), engaged by us. 
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3 REQUIREMENTS FOR AN INDEPENDENT EXPERT’S REPORT 

3.1 The report is prepared at the request of the independent directors of WPG.  The basis of that 
request is set out below. 

3.2 Chapter 10 of the ASX Listing Rules requires that a listed company must obtain the prior 
approval of shareholders where a substantial asset is to be acquired from a related party or a 
substantial shareholder.  In particular, Listing Rule 10.10 requires that the Notice of Meeting 
to approve the transaction be accompanied by a report from an independent expert stating 
whether or not the transaction is fair and reasonable to the non-associated shareholders.  A 
substantial asset is defined as an asset having a value of at least 5% of the company’s equity 
interests as set out in the latest financial statements given to the ASX under the listing rules; 
and a substantial shareholder for purposes of Chapter 10 is defined as a person entitled to at 
least 10% of the voting shares at any time in the six months before the transaction.  An 
independent expert’s report on the Proposed Transaction is required pursuant to ASX Listing 
Rule 10.10 because the shareholders of SI include Mr Bob Duffin, a director of WPG, and a 
company associated with him and hence related parties; and the acquisition will be a 
substantial asset as defined. 

3.3 A general meeting of shareholders is required by item 7 of s 611 of the Corporations Act 
2001 to approve an issue of shares to persons who as a result of that issue would acquire 
shares taking their entitlement to voting shares to certain prescribed levels.  The immediate 
effect of the Proposed Transaction is that the interest of Mr Bob Duffin, a director of WPG, 
and his associated interests will exceed the 20% prescribed level, until such time as that 
interest falls below that level upon proposed issues of shares as contemplated by Resolutions 
8 and 9 - refer paragraph 0 below for the details of the effect of the Proposed Transaction on 
the level of the interest of Mr Duffin and his associated interests in WPG.  An independent 
expert’s report on the Proposed Transaction is thus also required in those terms. 

3.4 The term “fair and reasonable” does not have any statutory definition.  Policy statements 
issued by the predecessors to the Australian Securities and Investments Commission 
(“ASIC”), in particular, Policy Statement 74: Acquisition Agreed to by Shareholders and 
Policy Statement 75: Independent expert reports to shareholders, provide some guidance to 
the use of that term.  

(a) ASIC Policy Statement 74 deals with the independent expert’s report for purposes of a 
general meeting of shareholders required by the former s 623 (similar to the present 
item 7 of s 611 of the Corporations Act 2001) to approve an issue of shares to persons 
who as a result of that issue would acquire shares taking their entitlement to voting 
shares to certain prescribed levels.  ASIC Policy Statement 74 says that the comparison 
of the value of acquisition under the transaction and the value of the consideration to be 
paid is only one element of the assessment; and such a report must compare the likely 
advantages and disadvantages for the non-associated shareholders if the transaction is 
approved with the likely advantages and disadvantages if it is not.  On this basis, the 
transaction will be fair and reasonable if the non-associated shareholders will on 
balance be better off if the transaction is accepted.  (ASIC Policy Statement 74 also 
says that an opinion should be given as to whether or not the allottee will pay a 
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premium for potential control of the company as a result of the proposed acquisition.) 

(b) ASIC Policy Statement 75 deals with takeovers and continues earlier regulatory 
guidelines that create a distinction between “fair” and “reasonable” for purposes of a 
report making an assessment of a takeover offer.  “Fairness” requires a comparison of 
the consideration being offered for the securities the subject of the transaction with the 
value of those securities (based on the underlying businesses and assets).  In 
determining fairness any existing entitlement to shares by the offeror is to be ignored.  
“Reasonableness” requires a consideration of all other significant factors, positive and 
negative, which should be considered by members prior to voting on the transaction.  
An “unfair” offer could be considered “reasonable” if there were other proper 
arguments in support of the offer.  “Fairness” is the more stringent of the two 
measurements; a “fair” offer will always be “reasonable”, but a “reasonable” offer will 
not be necessarily “fair”.  A fair offer is one that reflects the full market value of a 
company’s businesses and assets.  A takeover offer that is in excess of the pre-bid 
market prices but less than full value will not be fair but may be reasonable if 
shareholders are otherwise unlikely in the foreseeable future to realise an amount for 
their shares in excess of the bid price.  

(c) In our opinion, the particular circumstances of the Proposed Transaction do not have 
the same effect as a takeover offer and, accordingly, we have adopted the definition of 
“fair and reasonable” relevant to s 611 of the Corporations Act 2001.  Thus, the nature 
of the report required is akin, in our opinion, to that discussed in ASIC Policy 
Statement 74, which deals with the issue of shares to an otherwise prohibited person 
under the precursor to item 7, s 611, and not to ASIC Policy Statement 75, which deals 
with takeovers. 

(d) Accordingly, for purposes of this report, we take “fairness and reasonable” as an 
aggregate concept, and not as two separate terms. 

(e) We recognise that, and as argued by some commentators and by some courts, the 
notion of “fairness and reasonable” as two separate terms is an artificial one. 

3.5 In the foregoing sense of fair and reasonable, an important aspect involves a comparison of 
the offer price by WPG with the underlying value of the acquisition.  Other elements of the 
transaction also need to be considered. 

3.6 HLB MJ Corporate is independent of WPG and has no other involvement with, or interest in, 
the outcome of the Proposed Transaction.  A copy of this report is to be dispatched to WPG’s 
shareholders as part of an Explanatory Memorandum prepared by the directors of WPG along 
with the Notice of Meeting in respect of the meeting to be called to consider the Proposed 
Transaction. 

3.7 This report has been prepared by HLB MJ Corporate for the directors of WPG to assist 
shareholders in assessing the Proposed Transaction and to accompany the Notice of Meeting 
to be given to shareholders.  This report should not be used for any other purpose, including 
but not limited to investment or lending decisions in relation to WPG.  In particular, it is not 
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intended that this report should be used for any purpose other than an expression of HLB MJ 
Corporate’s opinion as to whether or not the Proposed Transaction is fair and reasonable with 
respect to the shareholders entitled to vote on the proposal. 

3.8 At the same time as shareholders are being asked to approve the Proposed Transaction, 
shareholders are also being asked to approve certain other resolutions, as summarised at 
paragraph 7.5 below.  Neither the Corporations Act 2001 nor the ASX Listing Rules require 
an independent expert to report on those other resolutions.  Our report therefore does not give 
an opinion on those other resolutions, although some reference is made in our report to those 
resolutions. 

3.9 Use of specialist -  In reaching our opinion, we have relied upon a report by a minerals 
industry specialist, Cole and Associates.  The specialist was engaged by us, with the consent 
of the independent directors.  The specialist’s report is addressed to us and is attached to this 
report.  The specialist’s fees and indemnities are the responsibilities of the independent 
directors, and not of us.  It is our responsibility to satisfy ourselves, and we have done so, that 
the specialist: 

(a) Is competent in the field. 

(b) Has used assumptions and methodologies which seem reasonable, and drawn on source 
data that appear to be appropriate. 

(c) Is independent of, and is perceived to be independent of, interested parties. 

(d) Has a clear agreement with us as the expert concerning the purpose and scope of the 
specialist’s work. 

(e) Has signed the specialist’s report and consents to the use of it in the form and context in 
which it will be published. 
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4 SOURCES OF INFORMATION 

4.1 Sources of information used in the preparation of this report are set at Annexure A. 

4.2 Statements and opinions contained in this report are given in good faith and, in the 
preparation of this report, HLB MJ Corporate has relied upon information provided by the 
directors and management of WPG and its advisors, which information HLB MJ Corporate 
believes, on reasonable grounds, to be reliable, complete and not misleading.  It is not 
implied, and should not be construed, that we have carried out any form of audit of the 
accounting and other records of WPG and SI or verified the information made available to us.  
We have evaluated the information made available to us through enquiry, analysis and review 
and we are unaware of any matter that was materially misstated or was stated on 
unreasonable grounds. 

4.3 Our opinion is based on prevailing market, economic and other conditions at the date of this 
report.  We point out that material conditions can change over relatively short time frames 
and that any such change can impact upon value.  We do not have any obligation to 
undertake to advise any person of any change in circumstances which becomes apparent after 
the date of this report, or to review, revise or update this report. 

 



 

Independent Expert’s Report
Page 7

 
5 PROFILE OF WPG 

5.1 WPG was incorporated on 7 June 2004 to explore for gold and copper deposits in Eastern 
Australia.  After securing a number of tenements, either by acquisition, farm-in or 
application, WPG released its initial public offer (“IPO”) prospectus on 3 March 2005 and a 
supplementary prospectus on 3 June 2005.  The IPO raised just under $3 million and the 
shares commenced trading on the ASX on 23 August 2005. 

5.2 WPG’s principal continuing activity is the exploration for economic deposits of copper, gold, 
uranium and other base metals.  Its areas of interest are at an early stage of exploration.  It is 
thus not possible for directors or other persons to postulate likely developments and results. 

5.3 WPG share capital 

(a) The share capital of WPG as at 23 August 2006, the day prior to the announcement of 
the Proposed Transaction, is held as follows: 

 
WPG shareholders 

Shareholder category Number of 
shares 

% 

 
PlatSearch NL 6,350,000 24.8
Irrawaddy Investments Pty Ltd & other associates of 
Bob Duffin, director of WPG 

 
1,500,000 5.9

Merrill Lynch (Australia) Nominees Pty Ltd 862,819 3.4
Geonz Associates Ltd & other associates of Gary 
Jones, director of WPG 

 
795,000 3.1

Chan Consolidated Ltd 700,000 2.7
I E Properties Pty Ltd 510,000 2.0
Heath Roberts 500,000 2.0
Greenslade Holdings Pty Ltd 300,000 1.2
David Whiting & Susan Whiting 300,000 1.2
Octifil Pty Ltd      295,000   1.1
Total held by top 10 shareholders 12,112,819 47.4
Held by next top 10 shareholders 2,949,146 11.5
Other shareholders 10,497,035 41.1
Total 25,559,000  100
  

 
Source: WPG share registrar 

(b) WPG shareholders are thus not widely spread in that the two substantial shareholders 
hold a combined 30.7% holding. 
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(c) Of the 25,559,000 shares on issue, 8,949,975 shares have an ASX escrow of 24 months 
from 23 August 2005, giving 16,609,025 shares presently quoted on the ASX. 

(d) WPG has 9,729,180 unlisted options on issue, as follows: 
 

Option details 
Escrow ends Expiry date Exercise price per option 

cents 
Number of 

options 
    
    
23 August 2007 28 September 2009 25 2,816,680
23 August 2007 28 September 2009 35 3,475,000
   
Already ended 28 September 2009 25 937,500
No escrow 16 September 2008 30 2,500,000
   9,729,180
   

 
Source: WPG share registrar 

(e)  Those options are held by: 
 

WPG option holders 
Option holder category Number 

of options 
% 

 
PlatSearch NL 4,850,000 49.9
Taycol Nominees Pty Ltd 1,000,000 10.3
Imperium Nominees Pty Ltd 750,000 7.7
Irrawaddy Investments Pty Ltd & other associates of Bob 
Duffin, director of WPG 687,500 7.1
Kinetic Investment Co Pty Ltd 500,000 5.1
Golden Spider Entertainment Pty Ltd 250,000 2.6
Heath Roberts 250,000 2.6
Geonz Associates Ltd & other associates of Gary Jones, 
director of WPG    225,000   2.3
Holders each of more than 200,000 options 8,512,500 87.5
Other option holders 1,216,680 12.5
Total 9,729,180  100
 

 
Source: WPG share registrar 

(f) If all options were exercised, the two substantial shareholders would hold 37.9% of the 
expanded capital and the top 10 shareholders, including the two substantial 
shareholders, would hold 55.2% of the expanded capital. 
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5.4 WPG’s historical income statement is summarised below: 
 

WPG income statement $000 
  Year ended 

30 June 2005 
audited 

Half year  
31 December 2005 

independently 
reviewed 

30 June 2006 
unaudited 

     
Revenue from operating activities - - -
Operating expenditure (120) (131) (294)
EBITDA (120 (131) (294)
Depreciation and amortisation        -     (1)     (1)
EBIT (120) (132) (295)
Interest revenue 8 46 94
Borrowing costs        -        - -
Exploration expenditure writeoff        -        - (216)
Net profit (loss) before tax (112) (86) (417)
Tax        -        -        -
Net profit (loss) after tax (112)   (86) (417)
   

5.5 WPG’s historical balance sheet is summarised below: 
 

WPG balance sheet $000 
  30 June 2005 

audited 
31 December 2005 

independently 
reviewed 

30 June 2006 
unaudited 

     
Current assets    
 Cash 828 1,888 1,084
 Receivables        4      20      51
Total current assets    832 1,908 1,135
Non-current assets  
 Tenement security deposits 50 80 90
 Plant & equipment 3 2 2
 Deferred exploration & 

evaluation expenditure 
 

   348
 

   841 
 

1,229
Total non-current assets    401    923 1,321
Total assets 1,233 2,831 2,456
Current liabilities  
 Payables 37 53 9
 Loan     70         -         -
Total current liabilities   107      53        9
Total liabilities   107      53        9
Net assets 1,126 2,778 2,447
   
Net assets at book value per share - cents  
 On basis without dilution for exercise of options 9.6
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5.6 WPG’s current tenements in summary are: 
 

WPG tenement details 
Tenement name Tenement 

number 
Interest 

% 
Joint venture details Carrying 

amount 
30 June 

2006 
$000 

     
Broken Hill     
      
 Mundi Mundi EL 4657 0 WPG can earn 60%, PlatSearch 100% 25
     
 Euriowie EL 5771 0 WPG can earn 60%, PlatSearch 80%, 

Eaglehawk 20% 
 

408
     
 Para Bore EL 6188 0 WPG can earn 60%, PlatSearch 80%, 

Eaglehawk 20% 
 

29
     
 Redan EL 5795 80 Eaglehawk 20%, PlatSearch has a royalty 

interest 
 

102
     
 Kanbara EL 6394 80 Eaglehawk 20%, PlatSearch has a royalty 

interest 
 

21
     
Lachlan Fold Belt    
     
 Trundle EL 4512 100 PlatSearch and Nosebi have royalty interests 266
     
 Peak Hill East EL 6342 100 - 64
     
 Peak Hill North ELA 2749 100 - -
     
 Lake Cargelligo EL 6367 100 - 150
     
 Yarrabandai ELA 2768 100 - -
     
 Shepherds Hill EL 6530 100 - 9
     
South Australia    
     
 Mulyungarie EL 3478 0 WPG can earn 60%, PlatSearch 80%, 

Eaglehawk 20% 
 

155
     
 Kalabity EL 3297 0 WPG can earn 60%, PlatSearch 80%, 

Eaglehawk 20% 
 

       -
     
Total carrying amount  1,229
     

 
Source: WPG Legend: EL: Exploration Licence; ELA: Exploration Licence Application 

 



 

Independent Expert’s Report
Page 11

5.7 WPG’s share turnover and volume weighted average price (based on closing prices) per share 
(“VWAP”) details since listing to the day prior to the announcement of the Proposed 
Transaction are as follows:  

 
WPG share turnover and weighted average price per share history 

Month Volume traded 
‘000 

VWAP 
Cents per share 

   
August 2005 (from 23 August) 1,161 22
September 2005 1,037 22
October 2005 541 21
November 2005 140 18
December 2005 301 19
January 2006 701 19
February 2006 290 15
March 2006 707 19
April 2006 3,943 25
May 2006 1,324 24
June 2006 644 18
July 2006      630 22
August 2006 (to 23 August 2006)      520 21.5
Total 11,939 22.4
  
Total turnover as a % of issued capital 46.7% 
  
Total turnover as a % of quoted shares 71.9% 
  

 
Source: ASX for volume and last sale price details; VWAP calculations by HLB MJ Corporate 
 
The market in WPG shares is thus an active one. 

5.8 WPG’s share price at the close of 23 August 2006, the day prior to the announcement of the 
Proposed Transaction, was 23.5 cents per share. 

5.9 WPG for the period from and including 24 August 2006 (the day of the announcement of the 
Proposed Transaction) to 8 September 2006 (the trading day prior to the date of this report) 
traded a volume of 1,746,000 (rounded) shares at a VWAP of 26.3 cents per share.  The last 
sale (on small turnover) at 8 September 2006 was at 22.5 cents. 
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6 PROFILE OF SI 

6.1 SI was incorporated on 9 May 2006 by Bob H Duffin (who is also a director of, and a 
substantial shareholder in, WPG and hence not independent of the Proposed Transaction) to 
enter into an option agreement executed on 31 May 2006 to acquire two iron ore tenements in 
South Australia granted under the Mining Act 1971 South Australia: Retention Lease RL 103 
Peculiar Knob (“Peculiar Knob”) and Exploration Licence EL 3196 Hawks Nest (“Hawks 
Nest”) (together “the Tenements”).  The Tenements were then owned by SASE Pty Ltd 
(“SASE”), which is a 90% owned subsidiary of Felix Resources Limited (“Felix”), formerly 
known as AuIron Energy Limited and prior to that as Meekatharra Minerals Ltd. 

6.2 SI paid SASE an option fee of $100,000 on 31 May 2006.  That amount was financed by way 
of 100,000 share capital in SI subscribed for cash by Irrawaddy Investments Pty Ltd, a 
company associated with Bob H Duffin, who is a director of WPG.  A further 1 million 
shares (including 101 shares before 30 June 2006) have been issued to Bob H Duffin for a 
total cash consideration of $101.  

6.3 The option over the Tenements could be exercised in a certain time frame by: 

(a) Payment of a further $650,000 to SASE and the issue of 10% of the voting shares in SI 
to SASE for Peculiar Knob. 

 
There is also a third party royalty on production from Peculiar Knob payable to the 
10% minority interests in SASE. 
 
A “one-off” consignment of iron ore to the value of approximately US$2.5 million 
from Peculiar Knob must be made to SASE’s minority shareholders once production 
commences but providing production has commenced by 27 September 2007.  The 
Notice of Meeting states that it is most unlikely that production will be commenced by 
that date.  Accordingly this potential payment has been ignored by Cole and Associates 
and by us in the relevant calculations. 

(b) Payment of a further $1 to SASE for Hawks Nest. 
 

Further payments of $350,000 arise upon granting of a mining lease within the Hawks 
Nest tenement. 
 
A mining royalty of $1 per tonne from all products sold from any commercial 
production at Hawks Nest is due to SASE. 

6.4 To assist in the provision of finance for the exercise of the option over the Tenements and for 
other purposes, SI raised $900,000 by way of ordinary shares and convertible notes from 
various persons on various dates in May and July 2006 (“Seed Capital”).  The convertible 
notes were issued on the basis that they converted into ordinary shares in SI on a one for one 
basis when SI exercised the option to acquire the Tenements. 
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6.5 SI exercised the option over the Tenements by entering into agreements with SASE and Felix 
on 21 August 2006 to purchase the Tenements on conditions consistent with the option. 

6.6 SI is negotiating with the minority interests in SASE to terminate for a lump sum the royalty 
on production from Peculiar Knob payable to those minority interests.  The report by Cole 
and Associates and our report assume that the royalty is still on foot.  Should the termination 
of the royalty be agreed, it is expected to be on terms not more onerous than the royalty 
terms. 

6.7 At the present date, SI’s capital structure is as follows: 
 

SI shareholders 
Shareholder category Cash subscribed 

$ 
Number of shares % 

  
Bob H Duffin and associates 100,101 1,100,000 45.4
Advisors to SI - 180,000 7.4
SASE - 242,222 10.0
Seed Capital    900,000    900,000 37.2
Total 1,000,101 2,422,222 100
  

 
Source: SI 

6.8 SI had minimal trading activity, being a loss of $6,000, from incorporation to 30 June 2006. 

6.9 SI’s historical balance sheet is summarised below: 
 

SI balance sheet $000 
    30 June 2006 

unaudited 
     
Current assets  
 Cash  34
 Receivables    10
Total current assets    44
Non-current assets  
 Option fee  100
Total non-current assets  100
Total assets  144
Current liabilities  
 Loan  150
Total current liabilities  150
Total liabilities  150
Net assets at book value (deficiency)   (6)
   

Source: SI 
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7 THE PROPOSED TRANSACTION 

7.1 An explanation of the Proposed Transaction is set out in the Explanatory Memorandum 
accompanying the Notice of Meeting convened to approve the transaction.  Brief details of 
the Proposed Transaction follow. 

7.2 Terms of acquisition of SI in summary: 

(a) The shareholders of SI have agreed to sell all their shares in SI to WPG. 

(b) The agreement is subject to and conditional upon certain matters including: 

(i) The shareholders of WPG approving this agreement and other resolutions in the 
Notice of Meeting. 

(ii) WPG raising not less than $2 million from a placement of ordinary shares in WPG 
at a price of not less than 20 cents per share.  (This condition will be satisfied 
upon issue of the shares the subject of Resolutions 8 and 9 - see paragraph 7.5 
below.) 

(iii) SI completing its acquisition of the Tenements from SASE. 

(c) The consideration payable by WPG to the shareholders of SI is the allotment of 
24,222,222 shares in WPG ranking pari passu with existing shares issued by WPG.  It 
is proposed that those shares gain ASX listing subject to normal escrow conditions 
applicable to the shares issued by WPG to Mr Duffin and his associated interests. 

(d) Bob Duffin as the sole director of SI has provided certain warranties in favour of WPG. 

7.3 The Proposed Transaction is the subject of Resolution 1 set out in the Notice of Meeting. 

7.4 The Notice of Meeting also deals with other resolutions which are outside the scope of the 
Proposed Transaction as defined in this Independent Expert’s Report, but which are 
nonetheless related to the Proposed Transaction.  The opinion in this Independent Expert’s 
Report therefore covers only Resolution 1. 
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7.5 The other resolutions in summary are:  
 

Other resolutions 
Resolution 
number 

Brief description 

  
2 Change of name 
  
3 to 6 Election of a director and issue of options to certain directors 
  
7 Directors’ fees 
  
8 Ratification of an issue of shares already made to excluded offerees (“the 

Placement”) of 3,833,000 shares at 20 cents each, raising $766,600 
  
9 Approving an issue of shares to the underwriter of any shortfall under a Share 

Purchase Plan (“SPP”) whereby 10 million shares are to be offered to 
shareholders at 20 cents each, raising $2 million – there is a cap for each 
shareholder of $5,000 (or effectively 25,000 shares) 

  

7.6 The effect of the Proposed Transaction and other resolutions on the share capital of WPG is 
as follows: 

 
Share capital of WPG after Proposed Transaction and other resolutions  
 Shares Options Shares 

assuming 
conversion of 

options 
 000 000 000 
    
Before the Proposed Transaction 25,559 9,729 35,288
Proposed Transaction (Resolution 1) 24,222         - 24,222
 49,781 9,729 59,510
Placement (Resolution 8) 3,833         - 3,833
SPP (Resolution 9) 10,000         - 10,000
 63,614 9,729 73,343
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7.7 The effect of the Proposed Transaction and the other resolutions in the Notice of Meeting on 
the percentage interest of Mr Bob Duffin and associated interests in the share capital of WPG 
is as follows: 

 
Interest of Mr Bob Duffin and associated interests in WPG 

 Shares 
% 

Shares 
assuming all 
options on 
issue are 
exercised 

% 
  
Before the Proposed Transaction 5.9 6.2
  
After the Proposed Transaction but before the Placement and 
the SPP 

 
25.1 22.2

  
After the Proposed Transaction and after the Placement and the 
SPP (assuming Mr Duffin and associated interests take up the 
maximum entitlements) 

 
 

19.8 18.1
  

 
Source: Calculations by HLB MJ Corporate 
 
The temporary increase above the 20% prescribed level is the reason that the Proposed 
Transaction (as well as requiring approval under Chapter 10 of the ASX Listing Rules) must 
also be approved by a general meeting of shareholders as required by item 7 of s 611 of the 
Corporations Act 2001 (refer paragraph 3.3 above). 
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8 VALUATION OF WPG 

8.1 In determining the value of WPG, we have considered a number of valuation methodologies.  
ASIC Practice Note 43 states that it is appropriate for the independent expert to consider 
various methodologies, including discounted cash flow (“DCF”) analysis, capitalisation of 
earnings using price earnings multiples, orderly realisation of assets, and the most recent 
quoted price of listed securities. 

8.2 For a listed entity such as WPG, the share market is considered as a reliable indicator of fair 
market value where it is considered that the market in the trading of shares in that entity is 
reasonably active and there are not any unusual circumstances distorting that market.  As 
shown at paragraph 5.7 above, we consider that the market in WPG shares is an active one, 
although, as noted at paragraph 5.3(b) above, WPG shareholders are not widely spread in that 
the two substantial shareholders hold a combined 30.7% holding.  We also consider that the 
escrow conditions as set out at paragraph 5.3(c) above are a complicating factor in assessing 
the relevance of the WPG share price.  In our opinion, on balance, the WPG share price is 
one of the relevant valuation methodologies. 

8.3 The details of the WPG share price are set out at paragraph 5.7 above and are summarised as 
follows: 

 
WPG share price 

 Cents 
per 

share 
  
VWAP for the period of a year and a day to 23 August 2006, the day prior to the 
announcement of the Proposed Transaction 22.4
 
VWAP for August 2006 to 23 August 2006 21.5
 
Closing sale on 23 August 2006 - price adopted by us for valuation purposes 23.5
 
VWAP for the period from 24 August to 8 September 2006 (the trading day 
before the date of this report) 26.3
 
Closing sale (on small turnover) on 8 September 2006 22.5
 

8.4 We now consider other methodologies that we consider to be relevant to a valuation of WPG. 

8.5 The main non-cash assets of WPG are rights of tenure to areas of interest on which it has 
incurred exploration and evaluation expenditure.  Those areas are gold and base metal 
projects and are mainly located in the Lachlan Fold Belt and Broken Hill areas of New South 
Wales – refer paragraph 5.6 above.  The directors of WPG consider that those projects have 
significant mineralised target areas justifying further exploration expenditure.  By the nature 
of such activity, those assets have not generated any earnings to date and ultimate realisable 
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value cannot be predicted.  In our opinion, as well as giving consideration to the listed price 
of WPG shares, the fair value of the underlying assets must be considered. 

8.6 In assessing a value to be placed on WPG’s exploration areas, we have relied upon a report 
by a minerals industry specialist, Cole and Associates.  The specialist was engaged by us, 
with the consent of the independent directors.  A copy of the report by Cole and Associates 
dated 5 September 2006 is attached as Appendix B to the Notice of Meeting. 

8.7 The report by Cole and Associates has been prepared in accordance with the Code and 
Guidelines for Technical Assessment and/or Valuation of Mineral and Petroleum Assets and 
Mineral and Petroleum Securities of Independent Expert Reports (“Valmin Code”) of The 
Australasian Institute of Mining and Metallurgy (“AusIMM”).  As defined in the Valmin 
Code, the mineral assets of WPG are categorised by Cole and Associates as Exploration 
Areas.  Cole and Associates states that it has valued WPG’s exploration portfolio primarily 
with regard to the assessed prospectivity of the areas, by means of the exploration 
expenditure method, which assesses the degree of value adding, positive or negative, arising 
from relevant accumulated expenditure on the subject tenements and taking into account 
forward expenditure considered committed and the equity being earned by WPG in certain of 
its projects.  Cole and Associates state that the method is applied by the application of a 
Prospectivity Enhancement Multiplier to an amount which is assessed to be the relevant 
Expenditure Base. 

8.8 We have satisfied ourselves that Cole and Associates, amongst other things: 

(a) Is a specialist competent in the field. 

(b) Is independent of, and is perceived to be independent of, interested parties. 

(c) Has used assumptions and methodologies which seem reasonable, and drawn on source 
data that appear to be appropriate. 

8.9 We have adopted the values of the WPG exploration areas as assessed by Cole and 
Associates.  Those values are summarised as follows: 

 
Value of WPG exploration areas 

 Low 
$000 

High 
$000 

   
Total 1,200 2,200
   

8.10 Other assets and liabilities of WPG are cash, tenement security deposits, receivables, plant 
and equipment, and payables.  For purposes of our report, we are of the opinion that the book 
values as at 30 June 2006 of those other assets and liabilities represent their approximate fair 
market values.  Cash has been adjusted for expenditure expected by WPG to be incurred 
between 30 June 2006 and 31 August 2006 (including the costs of the Proposed Transaction) 
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and for the future expenditure commitments assumed by Cole and Associates in its valuation 
of the exploration areas. 

8.11 On the above bases, we have assessed the following values of WPG before the Proposed 
Transaction: 

 
Assessed values of WPG 

  Underlying values ASX prior to 
announcement of 

the Proposed 
Transaction 

  Low High  
  $000 $000 $000 
     
Exploration areas 1,200 2,200 
Other assets and liabilities  
 Sundry net assets 134 134 
 Cash (Note 1)    293    293 
Total equity value 1,627 2,627 6,006
   
Number of shares on issue (undiluted – Note 2) 25,559 25,559 25,559
   
Value per share (cents) 6.4 10.3 23.5
   

Note: 

1. Cash is after allowance for expected usage to date of Proposed Transaction (including the costs of the 
Proposed Transaction) and for the future expenditure commitments assumed by Cole and Associates in its 
valuation of the exploration areas.  (Cash at 30 June 2006 was $1,084,000 - rounded.) 

 
2. WPG has 9,729,180 options on issue at various exercise prices of 25 cents, 30 cents and 35 cents per share 

(refer paragraph 5.3(d) above).  Our assessed value per share on each of the above bases is less than the 
exercise price of any of the options.  As the options are thus out-of-the-money, it is not appropriate to 
calculate diluted values assuming exercise of any of those options. 
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9 VALUATION OF SI 

9.1 In determining the value of SI, we have considered a number of valuation methodologies.  
ASIC Practice Note 43 states that it is appropriate for the independent expert to consider 
various methodologies, including DCF analysis, capitalisation of earnings using price 
earnings multiples, and orderly realisation of assets. 

9.2 The main non-cash assets of SI are rights to two iron ore tenements in South Australia: 
Peculiar Knob and Hawks Nest – refer section 6 above.  In our opinion, the fair value of the 
underlying assets must be considered. 

9.3 In assessing a value to be placed on SI’s Tenements, we have relied upon a report by a 
minerals industry specialist, Cole and Associates.  The specialist was engaged by us, with the 
consent of the independent directors.  A copy of the report by Cole and Associates dated 5 
September 2006 is attached as Appendix B to the Notice of Meeting. 

9.4 The report by Cole and Associates has been prepared in accordance with the Valmin Code of 
AusIMM.  As defined in the Valmin Code, the mineral assets of SI are categorised by Cole 
and Associates as Pre-Development Projects.  Cole and Associates states that it has valued 
SI’s Tenements on the following basis: 

 
“As defined in the Valmin Code, the value, or fair market value, of a mineral asset or 
mineral project interest, is the estimated amount of money or the cash equivalent or 
some other consideration for which the interest should change hands on the reference 
date of the valuation - for this report as at August 2006 - between a willing buyer and a 
willing seller in an arms length transaction, wherein each party had acted 
knowledgeably, prudently and without compulsion. The value has two components, the 
underlying "technical value" of the asset, which relates to the projected net economic or 
cash flow derived value, and a premium relating to market, strategic or other 
considerations which, depending on the circumstances at the time, can be either 
positive, negative or zero.  Value is time and circumstance specific;  asset values and 
market premia or discounts change as overall market conditions and commodity prices 
and exchange rates and their future projections change, while the value of a specific 
asset at a particular point in time can be dependent upon the nature of the interests of 
the actual or potential stakeholder.  
 
The nature of the valuations determined in this report is of fair market value, rather 
than technical value. 
 
For the valuation of mineral projects in production or in various stages of feasibility 
study, and where mineral resources and/or ore reserves have been established, the 
method most commonly used for determination of such projects' future net economic 
benefit or technical valuation range is the after-tax discounted cash flow valuation 
technique.  Using this technique, a net present value (“NPV”) of the projected future 
after-tax cash flows is calculated, based on a set of assumptions which relate to 
commodity prices, exchange rates, capital and operating costs, production levels, 
resources or reserves, and marketing arrangements.  This method has been adopted as a 
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primary method for the current valuation of SI’s Peculiar Knob and Hawks Nest 
projects, because of the range and availability of data which provide a level of 
confidence in applying this method for the determination of a technical valuation.  The 
secondary method of valuation applied has been the yardstick basis, having regard to 
mineral resources and potential ore reserves, and other factors including possible 
capital expenditures, profitability and cut-off grades, and with reference to other 
transactions or points of reference for other smaller companies with iron ore resources 
at feasibility study or more advanced stages of development.” 

9.5 We have satisfied ourselves that Cole and Associates, amongst other things: 

(a) Is a specialist competent in the field. 

(b) Is independent of, and is perceived to be independent of, interested parties. 

(c) Has used assumptions and methodologies which seem reasonable, and drawn on source 
data that appear to be appropriate. 

9.6 In summary, Cole and Associates have approached the valuation of the SI Tenements as 
follows: 

(a) The most likely target for initial development of the Tenements is Peculiar Knob, a 
single resource area with high grade haematite direct shipping ore (“DSO”) and suited 
to an open pit mine design. 

(b) Hawks Nest comprises seven separate resource areas, including the Buzzard prospect.  
The Buzzard prospect, also as an open pit and high grade DSO concept, is the most 
likely target for development after Peculiar Knob. 

(c) A DCF analysis is made by Cole and Associates of Peculiar Knob on a stand alone 
basis and on a base case of 10 million tonnes of DSO mined and sold.  That base case is 
relative to Peculiar Knob’s Inferred Resource of 14 million tonnes of DSO.  The 
principal assumptions as to such matters as production, revenue, costs, exchange rate 
and real discount rate in that DCF analysis are set out in the report by Cole and 
Associates (attached as Appendix B to the Notice of Meeting) and are too extensive to 
readily summarise in our report. 

(d) Cole and Associates then performs a sensitivity analysis of that base case of Peculiar 
Knob. 

(e) A DCF analysis is then made on the two DSO haematite projects (that is, Peculiar 
Knob and Buzzard) taken together (with Buzzard being developed following 
completion of activity at Peculiar Knob).  The principal assumptions for the Buzzard 
project as to such matters as production, revenue, costs, exchange rate and real discount 
rate in that DCF analysis are also set out in the report by Cole and Associates (attached 
as Appendix B to the Notice of Meeting) and are also too extensive to readily 
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summarise in our report.  The capital expenditure required for the Peculiar Knob 
project can be utilised in large part by the Buzzard project.  Cole and Associates points 
out that the combined projects are subject to similar sensitivity as the assessment for 
Peculiar Knob on a stand alone basis, but, relative to the stand alone project, reflect less 
overall risk in exposure to adverse iron ore prices. 

(f) From that DCF analysis of the combined Peculiar Knob and Buzzard projects and a 
consideration of the sensitivity factors in that analysis, Cole and Associates determines 
a technical valuation range for those tenements.  Cole and Associates then makes a 
subjective assessment of fair market value of those two projects, which value, as 
pointed out by Cole and Associates, is at about 43 per cent of the technical valuation 
range, having regard to the following factors: 

(i) The risks and uncertainties for such project developments, but especially that 
nothing more than conceptual studies have been undertaken to date. 

(ii) The current level of uncertainty about the form, permitting, timing and economic 
viability of potential future developments and the fact that neither of the DSO 
projects has any quantified ore reserve estimates, although both of the DSO 
projects do have quantified mineral resources. 

(g) The parts of the SI Tenements not considered in the process described so far are the 
remaining five separate resource areas of Hawks Nest.  Cole and Associates considers 
that there are insufficient data in terms of product quality, production levels, capital 
costs and operating costs for a technical valuation to be able to be derived for those 
areas, all of which would have to rely on a high tonnage magnetite mine and 
concentrator operation for development, but that, in recognition of a very large magnetite 
project resources inventory in several of the Hawks Nest prospects, it is considered 
reasonable to ascribe an “option value” for the possibility of some form of future 
development option emerging.  Cole and Associates then attributes a fair market value 
range for those five areas on that basis. 

(h) Cole and Associates concludes by adding its fair market value range for the two DSO 
haematite projects to its fair market value range for the large scale potential magnetite 
projects, to give an overall fair market value range for SI’s Tenements. 

9.7 As also observed by Cole and Associates, we note that AuIron Energy Ltd previously held the 
SI Tenements and in 2002 terminated further expenditures on proving the then target pig iron 
project, with AuIron Energy Ltd soon thereafter taking in a coal projects business in 
Queensland, leading to the change of identity to Felix Resources Limited.  It is understood that 
the pig iron project studies were terminated, because of a lack of funding and for other 
corporate reasons, at a time well before the strengthening of iron ore prices, and well before the 
realisation that the small high grade haematite deposits in the two SASE Pty Ltd tenements 
held the potential for economic exploitation as haematite DSO export products. 

9.8 As also observed by Cole and Associates, we note that the low and high values of SI’s 
Tenements as assessed by Cole and Associates are in excess of the acquisition cost incurred 
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by SI in obtaining those rights from SASE (owned as to 90% by Felix).  That acquisition cost 
is set out at paragraphs 6.2 and 6.3 above.  As that acquisition cost was negotiated by SI in 
May 2006, it could be argued that that recent cost is the best indicator of the fair market value 
of SI’s Tenements.  However, we consider it likely that that acquisition cost is less than fair 
market value.  In coming to that opinion, we note that the Tenements were a relatively minor 
and non-core asset from the perspective of Felix, the focus of which company is coal mining, 
exploration and resource development and investment. 

9.9 We have adopted the values of the SI Tenements as assessed by Cole and Associates.  Those 
values are summarised as follows: 

 
Value of SI Tenements 

 Low 
$000 

High 
$000 

   
Total 14,000 19,000
   

9.10 Other assets (there are not any material liabilities) of SI are cash and receivables.  For 
purposes of our report, we are of the opinion that the book values as at 30 June 2006 of those 
other assets represent their approximate fair market values.  Cash has been adjusted for 
expenditure expected by SI to be made between 30 June 2006 and 31 August 2006. 

9.11 On the above bases, we have assessed the following values of SI: 
 

Assessed values of SI 
  Underlying values 
  Low High 
  $000 $000 
    
Tenements 14,000 19,000
Other assets and liabilities  
 Sundry net assets 75 75
 Cash (Note)      169      169
Total equity value 14,244 19,244
   
   
Number of shares in WPG to be issued to acquire SI (000) 24,222 24,222
   
Implied price per WPG share paid by SI shareholders (cents) 58.8 79.4
   

 
Note: Cash is after allowance for expected usage to date of Proposed Transaction. 
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10 FAIRNESS AND REASONABLENESS OF THE PROPOSED TRANSACTION 

10.1 Section 10 summarises the factors considered by us in reaching our opinion as to whether or 
not the Proposed Transaction is fair and reasonable to the non-associated shareholders of 
WPG. 

 
Fair market values for the acquisition and for the consideration to be paid 

10.2 The fair market value range for the acquisition of SI is greater than the fair market value 
range for the consideration to be paid by WPG, illustrated as follows: 

 
Fair market value of the acquisition of SI and of the consideration to be paid by WPG 

  Assessed values 
 Paragraph 

reference 
Underlying values ASX prior to 

announcement 
of the Proposed 

Transaction 
  Low High  
  $000 $000 $000 
   
Assessed value of 100% of WPG 
per share pre transaction (cents) 

 
8.11 6.4

 
10.3 23.5

   
Number of shares to be issued by 
WPG to acquire SI (000) 

 
7.2(c) 24,222

 
24,222 24,222

   
Value of shares pre transaction 
to be issued by WPG to acquire 
SI 

 

1,550

 
 

2,495 5,692
   
Value of SI 9.11 14,244 19,244 
   

  

10.3 That is, the value of the asset to be acquired (100% of SI) is greater at both the low and high 
end of the range of values of WPG based on underlying values and greater than the value of 
WPG based on its share price. 
 

Sensitivity of fair market values of WPG and SI to assessed values of their mineral assets 

10.4 The fair market value assessed by us for each of WPG and SI is sensitive to the assessed 
values of the mineral assets of both entities, as assessed by Cole and Associates and as 
adopted by us. 
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10.5 Individual WPG shareholders may hold a degree of optimism or pessimism about the 
potential of WPG’s exploration assets and so may adopt a higher or lower view of those 
assets than assessed by Cole and Associates and as adopted by us. 

10.6 Individual WPG shareholders may hold a degree of optimism or pessimism about the 
potential of SI’s Tenements and so may adopt a higher or lower view of those assets than 
assessed by Cole and Associates and as adopted by us.  Cole and Associates has carried out 
an analysis of the sensitivity of SI’s initial DSO project, Peculiar Knob, to changes to various 
assumptions made in the base case for that resource and comments that the next most likely 
DSO project, Buzzard, is subject to similar sensitivities (the two DSO projects taken together 
form the major part of the total valuation of SI).  The principal assumptions as to such 
matters as production, revenue, costs, exchange rate and real discount rate in that DCF 
analysis are set out in the report by Cole and Associates (attached as Appendix B to the 
Notice of Meeting) and are too extensive to readily summarise in our report. 

 
Comparison of the value of a WPG share before and after the Proposed Transaction 

10.7 The fair market value range of a WPG share after the Proposed Transaction is greater than 
before the Proposed Transaction, illustrated as follows: 
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Fair market value of a WPG share before and after the Proposed Transaction 

  Assessed values 
 Paragraph 

reference 
Underlying 

values 
ASX prior to 

announcement 
of the Proposed 

Transaction 
  Low High Low High 
  $000 $000 $000 $000 
   
Before the Proposed Transaction   
   
Assessed value of 1 WPG share (cents) 8.11 6.4 10.3 23.5 23.5
   
After the Proposed Transaction   
   
Undiluted   
Value of WPG pre transaction 8.11 1,627 2,627 6,006 6,006
Value of SI 9.11 14,244 19,244 14,244 19,244
Value of WPG post transaction undiluted  15,871 21,871 20,250 25,250
Number of shares on issue (undiluted) 7.6 49,781 49,781 49,781 49,781
Assessed value of 1 WPG share (cents)   31.9 43.9 40.7 50.7
   
Diluted for exercise of all WPG options   
Value of WPG post transaction undiluted  15,871 21,871 20,250 25,250
Cash on exercise of options    2,905   2,905   2,905   2,905
Value of WPG post transaction diluted  18,776 24,776 23,155 28,155
Number of shares on issue (diluted) 7.6 59,510 59,510 59,510 59,510
Assessed value of 1 WPG share (cents)  31.6 41.6 38.9 47.3
   
Undiluted & after Placement & SPP   
Value of WPG post transaction undiluted  18,638 24,638 23,017 28,017
Number of shares on issue (undiluted) 7.6 63,614 63,614 63,614 63,614
Assessed value of 1 WPG share (cents)  29.3 38.7 36.2 44.0
   
Diluted & after Placement & SPP   
Value of WPG post transaction  21,543 27,543 25,922 30,922
Number of shares on issue (diluted) 7.6 73,343 73,343 73,343 73,343
Assessed value of 1 WPG share (cents)  29.4 37.6 35.3 42.2
   

10.8 The above table indicates that the value of a WPG share after the Proposed Transaction on 
each basis shown is greater than before the Proposed Transaction.  Therefore, the Proposed 
Transaction does not have any financial disadvantage and has a significant financial 
advantage. 
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10.9 The following table calculates the breakeven point of the values of SI at which the Proposed 
Transaction neither favours nor disadvantages the shareholders of WPG: 

 
Breakeven point for SI values to be neutral for the Proposed Transaction 

 Paragraph 
reference 

Underlying 
values 

ASX prior to 
announcement 
of the Proposed 
Transaction 

  Low High  
  $000 $000 $000 
     
Undiluted   
Value of WPG pre transaction 8.11 1,627 2,627 6,006
Value of SI at breakeven point  1,559 2,500 5,693
Value of WPG post transaction undiluted  3,186 5,127 11,699
Number of shares on issue 7.6 49,781 49,781 49,781
Assessed value of 1 WPG share (cents)  8.11 6.4 10.3 23.5
   
Value of SI as assessed 9.11 14,244 19,244 
   

10.10 The above table shows that the range of values of SI as assessed can fall by a significant 
amount before the Proposed Transaction becomes disadvantageous financially to WPG 
shareholders. 

 
Premium for control 

10.11 A person acquiring a controlling interest in a company will usually pay a premium over the 
fair market value of the shares being acquired.  Such a premium is said to represent the 
benefits of holding a significant interest in a company and is contrasted with the position of a 
small minority shareholder who is the typical trader in small parcels traded on the ASX.  
Empirical evidence and market opinion are that the average takeover premium for ASX 
companies is in the range of 15% to 35%. 

10.12 Where a person acquires an interest in a company in excess of 50%, it is almost always the 
case that such an interest must be considered as a controlling interest.  However, holdings of 
less than 50% can represent a controlling interest where the shares are widely spread.  The 
following table assumes, without deciding, that the issue of shares to the shareholders of SI 
should be considered as a controlling interest. 

10.13 The analysis in following table indicates that the consideration paid by SI shareholders to 
acquire their interest in WPG is likely to include a significant premium for control. 
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Premium for control 

  Assessed values 
 Paragraph 

reference 
Underlying 

values 
ASX prior to 

announcement of 
the Proposed 
Transaction 

  Low High Low High 
      
Value per WPG share (including premium 
for control) pre transaction  (cents) 

 
8.11 6.4

 
10.3 

Less Reduction to bring value to a 
portfolio interest 
Premium for control taken as 20% 
Therefore reduction required is 16.67% 

 

1.1

 
 
 

1.7 
Notional portfolio value per WPG share 
pre transaction (cents) 

 
5.3

 
8.6 23.5 23.5

   
Implied price per WPG share paid by SI 
shareholders (cents) 

 
9.11 58.8

 
79.4 58.8 79.4

   
Implied premium for control to be paid  1009% 823% 150% 238%
   

 
Other advantages and disadvantages of the Proposed Transaction 

10.14 Other advantages of the Proposed Transaction 

(a) WPG’s existing projects are all in the exploratory stage.  The Proposed Transaction 
presents an opportunity for WPG to obtain projects which are in the pre-development 
stage and so potentially will generate a cash flow and thus provide funds for new 
projects and or a source for future dividends. 

(b) WPG has been assessing the benefits of new project acquisitions, whether by way of 
direct application, farmin or purchase.  WPG has reviewed a number of potential 
projects in recent months.  Directors, including independent directors, are of the view 
that the Proposed Transaction is the most beneficial project considered in that review. 

(c) Approval of the Proposed Transaction is likely to improve the ability of WPG to raise 
funds generally and in particular to develop its existing exploration projects. 

(d) PlatSearch NL, a substantial shareholder in WPG and itself a listed mineral explorer, 
has advised in writing that it supports the Proposed Transaction. 
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10.15 Disadvantages of the Proposed Transaction 

(a) Should the Proposed Transaction be approved, the entitlement of existing shareholders 
of WPG will be reduced from 100% to 51.3% (undiluted basis) or 59.3% (diluted basis) 
on issue of shares to acquire SI; and to 40.2% (undiluted basis) or 48.1% (diluted basis) 
on the issue of shares for the Placement and the SPP (assuming that the underwriter 
takes up the full SPP) pursuant to Resolutions 8 and 9 respectively. 

(b) Before the Proposed Transaction, there are two substantial shareholders, namely, 
PlatSearch NL and Irrawaddy Investments Pty Ltd (associated with Bob Duffin, a 
director of WPG and a shareholder in SI) with 24.8% and 5.9% respectively 
(undiluted).  Should the Proposed Transaction be approved, the interest of Irrawaddy 
Investments Pty Ltd will increase to 25.1% (undiluted) or 22.2% (diluted) on issue of 
shares to acquire SI; and to 19.8% (undiluted basis) or 18.1% (diluted basis) on the 
issue of shares for the Placement and the SPP (assuming that the Bob Duffin interests 
take up their full entitlements) pursuant to Resolutions 8 and 9 respectively. 

(c) Any shareholder who invested in WPG on the basis that the company held only 
exploration projects may consider it a disadvantage that the company has modified its 
direction to include a substantial proportion of pre-development iron ore projects. 

(d) Development of the iron ore projects acquired under the Proposed Transaction involves 
risks and volatility inherent in executing the capital development and in obtaining 
revenue from, and incurring the costs in, the production and sale of iron ore products.  
Those risks and volatility include iron ore prices and exchange rate fluctuations (those 
price and rate variations may be able to be offset to some extent by appropriate risk 
management tools). 

 
Other considerations regarding the Proposed Transaction 

10.16 AuIron Energy Ltd previously held the SI Tenements and in 2002 terminated further 
expenditures on proving the then target pig iron project, with AuIron Energy Ltd soon 
thereafter taking in a coal projects business in Queensland, leading to the change of identity to 
Felix.  It is understood that the pig iron project studies were terminated, because of a lack of 
funding and for other corporate reasons, at a time well before the strengthening of iron ore 
prices, and well before the realisation that the small high grade haematite deposits in the two 
SASE Pty Ltd tenements held the potential for economic exploitation as haematite DSO export 
products. 

10.17 The low and high values of SI’s Tenements as assessed by Cole and Associates are in excess 
of the acquisition cost incurred by SI in obtaining those rights from SASE (owned as to 90% 
by Felix).  As that acquisition cost was negotiated by SI in May 2006, it could be argued that 
that recent cost is the best indicator of the fair market value of SI’s Tenements.  However, we 
consider it likely that that acquisition cost is less than fair market value.  In coming to that 
opinion, we note that the Tenements were a relatively minor and non-core asset from the 
perspective of Felix, the focus of which company is coal mining, exploration and resource 
development and investment. 
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10.18 WPG’s VWAP for the period from and including 24 August 2006 (the day of the 
announcement of the Proposed Transaction) to 8 September 2006 (the trading day before the 
date of this report) was 26.3 cents per share, compared to the last sale at 23 August 2006 (the 
day prior to the announcement of the Proposed Transaction) of 23.5 cents per share.  It is 
arguable that the market has accepted that the Proposed Transaction is a favourable one; 
however, the last sale at 8 September 2006 fell to 22.5 cents per share (albeit on low 
turnover). 

 
Opinion 

10.19  In our opinion, the Non-Associated Shareholders will on balance be better off if the 
Proposed Transaction is approved, and so the Proposed Transaction is fair and reasonable to 
the Non-Associated Shareholders of WPG. 

 
 
Yours faithfully 
 
 
HLB Mann Judd Corporate (NSW) Pty Limited 
 
 

 
 

 
 
 
David McGrane 
Director 

P B Meade 
Director 

 

 



 

Independent Expert’s Report
Page 31

 
 
Annexure A Sources of information 
 
Sources of information used in the preparation of this report include: 
 
• IPO prospectus of WPG of 3 March 2005 and supplementary prospectus of 3 June 2005 
 
• Annual report for 2005 including audited financial statements of WPG for the year ended 30 

June 2005 
 
• Half year financial report for 31 December 2005 including independently reviewed financial 

statements of WPG for the half year ended 31 December 2005 
 
• Management accounts of WPG for the year ended 30 June 2006 
 
• Management accounts of SI for the period from incorporation to 30 June 2006 
 
• Proforma accounts of WPG and SI at date of the Proposed Transaction 
 
• Discussions and correspondence with the independent directors of WPG and its management 

and advisors 
 
• Discussions with Mr Bob Duffin in respect of SI matters 
 
• Publicly available information such as WPG website and ASX share market and related 

information on WPG 
 
• Various brokers’ reports 
 
• Notice of Meeting, Explanatory Memorandum and Independent Directors’ letter in respect of 

the Proposed Transaction 
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Annexure B  Declarations 
 
 
This annexure forms part of and should be read in conjunction with the report of HLB MJ 
Corporate, dated 11 September 2006, relating to the Proposed Transaction. 
 
Purpose and scope of report 
 
This report has been prepared at the request of the directors of WPG.  The report has been prepared 
for the purpose of providing information to the shareholders who are entitled to vote at the General 
Meeting.  It is not intended that this report be used for any purpose other than to accompany the 
Notice of General Meeting and Explanatory Memorandum to be sent to the shareholders of WPG.  
In particular, it is not intended that this report should be used for any purpose other than as an 
expression of our opinion as to the fairness and reasonableness of the Proposed Transaction with 
respect to the shareholders entitled to vote on the proposal. 
 
Our report is limited to the matters contained in our report and is not to be read as extending by 
implication or otherwise to any matter not referred to in that report. 
 
Statements and opinions contained in this report are given in good faith and, in the preparation of 
this report, HLB MJ Corporate has relied upon information provided by the directors and 
management of WPG and its advisors, which information HLB MJ Corporate believes, on 
reasonable grounds, to be reliable, complete and not misleading.  It is not implied, and should not 
be construed, that we have carried out any form of audit of the accounting and other records of 
WPG and SI or verified the information made available to us.  We have evaluated the information 
made available to us through enquiry, analysis and review and we are unaware of any matter that 
was materially misstated or was stated on unreasonable grounds. 
 
It is not our role as the independent expert to undertake or to check the due diligence, commercial 
or legal, that a company and its advisors may carry out.  Our report assumes that WPG has 
conducted an appropriate due diligence process in regard to the Proposed Transaction. 
 
Our opinion is based on prevailing market, economic and other conditions at the date of this report.  
We point out that material conditions change over relatively short time frames and that such change 
can impact upon value.  We do not have any obligation to undertake to advise any person of any 
change in circumstances which becomes apparent after the date of this report, or to review, revise 
or update this report. 
 
Drafts of this report were given to WPG for purposes of confirmation of factual matters.  That 
process did not result in any change to judgmental content of the report. 
 
 
Qualifications of the expert 
 
HLB MJ Corporate is the licensed corporate advisory arm of HLB Mann Judd, Chartered 
Accountants, New South Wales and is wholly owned by the partners of that state firm. 
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HLB Mann Judd is a national association of independent chartered accounting firms.  HLB Mann 
Judd (NSW Partnership) is a member of HLB International, a worldwide organisation of 
accounting firms and business advisers. 
 
The following persons, whose qualifications and experience are stated below and are appropriate to 
the tasks performed, were responsible for the preparation of this report.  David McGrane, the 
person primarily involved in and responsible for this report, has degrees in Economics and Law; is 
a Fellow of The Institute of Chartered Accountants in Australia; is a member of The Institute of 
Arbitrators & Mediators Australia and a graded arbitrator with that institute; and has had over 30 
years’ experience in the provision of corporate financial advice, including the preparation of expert 
reports on valuations, mergers and acquisitions.  Philip Meade is a Chartered Accountant, has a 
degree in Commerce and has had extensive experience in the provision of corporate financial 
advice.  David McGrane and Philip Meade are authorised representatives of HLB MJ Corporate.  
 
Disclosure of interests of the expert 
 
HLB MJ Corporate and any person associated with it do not have any pecuniary or other interest in 
the Proposed Transaction other than to the extent of fees receivable for the preparation of this 
report. 
 
HLB MJ Corporate will receive a fee for the preparation of this report based on the time spent at 
normal professional rates commensurate with the level of experience of personnel involved, 
together with out-of-pocket expenses. The fee is not contingent upon the outcome of the meeting of 
shareholders to approve the Proposed Transaction.  Neither HLB MJ Corporate nor either of the 
signatories to this report, David McGrane and Philip Meade, has any pecuniary or other interest 
that could reasonably be regarded as being capable of affecting the ability to form an unbiased 
opinion in relation to the Proposed Transaction. 
 
HLB MJ Corporate, HLB Mann Judd (NSW and national) and the signatories to this report, David 
McGrane and Philip Meade, do not have any relationship with WPG or SI or any person associated 
therewith, other than in connection with the making of this report. 
 
WPG has agreed that, to the extent permitted by law, WPG will indemnify us and our employees 
and officers in respect of any liability suffered or incurred as a result of or arising out of the 
preparation of the report, if and to the extent that such liability arises by reason of reliance on 
information provided by WPG or its advisers or the failure of WPG or its advisers to provide 
relevant material information.  This indemnity will not apply in respect of any conduct on our part 
involving a lack of good faith, due care, negligence, wilful misconduct or breach of law.  
 
Consents 
 
HLB MJ Corporate consents to the issue of this report in the form and content in which it is 
included with the Notice of General Meeting and Explanatory Memorandum to be sent to 
shareholders of WPG.  Neither the whole nor any part of this report nor any reference thereto may 
be included in any other document without the prior written consent of HLB MJ Corporate as to the 
form and context in which it appears. 
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Cole and Associates has consented to the issue of this report in the form and content in which it is 
referred to and included as an annexure to this report. 
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Annexure C Financial Services Guide (“FSG”) 
 
HLB Mann Judd Corporate (NSW) Pty Limited (“HLB MJ Corporate”) carries on 
business at the address at the foot of the first page of the independent expert’s report.  
HLB MJ Corporate holds an Australian Financial Services licence No. 253134, 
authorising it to provide financial product advice to wholesale and retail clients, 
including advice on securities. 
 
The Corporations Act 2001 requires HLB MJ Corporate to provide a FSG in 
connection with its independent expert’s report (“the Report”) included in the Notice 
of Meeting and Explanatory Memorandum of Western Plains Gold Ltd (“WPG”). 
 
HLB MJ Corporate does not provide any personal retail financial product advice. 
 
Except for fees in the order of $18,000 (excluding GST), calculated on an estimated 
time-cost basis at normal professional rates and out-of-pocket expenses, payable to 
HLB MJ Corporate in relation to the preparation of this report, no related party, 
director, employee or any associate of HLB MJ Corporate receives any remuneration 
or other benefit associated with the Report. 
 
HLB MJ Corporate is required to be independent of WPG in order to provide the 
Report.  Except for HLB MJ Corporate’s agreement to prepare the Report neither that 
company nor any related party has any relationship with WPG and does not have any 
shareholding in WPG.  HLB MJ Corporate considers itself to be independent in terms 
of the independence requirements of The Institute of Chartered Accountants in 
Australia and Practice Note 42 of ASIC. 
 
HLB MJ Corporate has internal complaints-handling mechanisms.  Complaints should 
be made in writing to The Complaints Officer at the address below and we will 
respond within 1 month to that complaint.  If a complainant is not satisfied with the 
response, the matter may be referred to Financial Industry Complaints Services 
Limited (“FICS”).  HLB MJ Corporate is a member (No. F3604) of FICS, whose 
address is PO Box 579, Collins Street West, Melbourne Vic 8007. 
 
HLB MJ Corporate is responsible only for the Report and this FSG.  Complaints or 
questions about the Notice of Meeting and Explanatory Memorandum should not be 
directed to HLB MJ Corporate, which is not responsible for those documents. 
 
11 September 2006 
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ANNEXURE B 
 
14 August 2006 
 
HLB Mann Judd Corporate (NSW) Pty Ltd 
Level 19 
207 Kent Street 
SYDNEY   NSW  2000 
 
Attention:  Mr David McGrane, Director  
 
Dear Sirs 
 
VALUATION OF THE MINERAL PROJECT INTERESTS OF SOUTHERN IRON PTY LTD AND OF WESTERN 
PLAINS GOLD LTD  
 
This report assesses the fair market value as at August 2006 of the mineral project interests of Southern Iron Pty Ltd 
 (“SI”) and of Western Plains Gold Limited (“WPG”).  SI, which is a company related to one of WPG’s directors, has 
recently acquired the rights to acquire two tenements in South Australia, both of which host iron ore mineral 
resources.  Subject to WPG shareholder approval as required by Australian Stock Exchange (“ASX”) Listing Rule 
10.1, WPG proposes to acquire SI.   
 
The sole and restricted purpose of this valuation report is for use and reference by HLB Mann Judd Corporate (NSW) 
Pty Ltd (“HLB MJ Corporate”) and by those parties entitled to receive a copy of the HLB MJ Corporate Independent 
Expert Report, as required by ASX Listing Rule 10.1, to which this report is appended, within documents being 
provided to WPG shareholders, for the purpose of considering the proposed transaction.  The present report should 
not be used or relied upon by any other party for any purpose. 
 
The subject South Australian iron ore interests being acquired by SI are a small tenement at Peculiar Knob and a larger 
one at Hawks Nest, located about 55 kilometres south south-west of Peculiar Knob.  Both are located south-east of the 
town of Coober Pedy, at about 650 kilometres north north-west of Adelaide.  Peculiar Knob is assessed as having 
attractive open pit mine potential for the establishment of a high value low tonnage direct shipping haematite ore project.  
At the current stage of assessment, the Hawks Nest project is regarded as secondary to Peculiar Knob, but offering sound 
long term development potential, primarily for a smaller direct shipping ore open pit project and secondarily for the possible 
future development of a large mine and concentrator. 
 
WPG has a portfolio of relatively early stage mineral exploration properties, mainly located in New South Wales. 
 
The locations of the two SI areas and of the principal WPG projects are shown in Figure 1. 
 
 
1. EXECUTIVE SUMMARY 
 
SI is acquiring two iron ore project areas south-east of Coober Pedy, which are assessed as having likely economic 
viability for the early establishment of a new export project to Asian markets. 
 
WPG has an established portfolio of mineral exploration projects in New South Wales and also in South Australia. 
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Figure 1 
LOCATION PLAN, SI AND WPG PROJECT AREAS 

 
The assessed fair market values of the mineral project interests of SI and WPG as at August 2006 are set out in 
Table 1.  Each of the project interests is described and assessed in the following report sections shown in Table 1. 
 

Table 1 
SI AND WPG MINERAL PROJECT INTERESTS - FAIR MARKET VALUE ASSESSMENT 

 
 Report 

Sections 
Low Value 
A$ million 

Preferred Value 
A$ million 

High Value 
A$ million 

Southern Iron Pty Ltd projects 
- Haematite DSO projects 
- Large scale potential magnetite projects 

Total Southern Iron Pty Ltd projects 

 
4, 5.4, 7.3 

5, 7.3 
 

 
12.0 
  2.0 
14.0 

 
 
 

16.0 

 
 15.0 
   4.0 
 19.0 

Western Plains Gold Ltd projects 6.7, 7.3   1.2   1.5    2.2 
 
The valuations indicated in Table 1 are current as at the date hereof, and may be subject to change in the light of 
further information.  
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2. VALUATION METHODOLOGY 
 
For the preparation of independent expert valuation reports on mineral project interests, the appropriate professional 
standards are as set down in the provisions of the Valmin Code1 of The Australasian Institute of Mining and Metallurgy 
("The AusIMM").  The Valmin Code has been observed in the preparation of this report. 
 
As defined in the Valmin Code, the value, or fair market value, of a mineral asset or mineral project interest, is the 
estimated amount of money or the cash equivalent or some other consideration for which the interest should change 
hands on the reference date of the valuation - for this report as at August 2006 - between a willing buyer and a willing 
seller in an arms length transaction, wherein each party had acted knowledgeably, prudently and without compulsion. 
The value has two components, the underlying "technical value" of the asset, which relates to the projected net 
economic or cash flow derived value, and a premium relating to market, strategic or other considerations which, 
depending on the circumstances at the time, can be either positive, negative or zero.  Value is time and circumstance 
specific;  asset values and market premia or discounts change as overall market conditions and commodity prices and 
exchange rates and their future projections change, while the value of a specific asset at a particular point in time can 
be dependent upon the nature of the interests of the actual or potential stakeholder.  
 
The nature of the valuations determined in this report is of fair market value, rather than technical value. 
 
For the valuation of mineral projects in production or in various stages of feasibility study, and where mineral 
resources and/or ore reserves have been established, the method most commonly used for determination of such 
projects' future net economic benefit or technical valuation range is the after-tax discounted cash flow valuation 
technique.  Using this technique, a net present value (“NPV”) of the projected future after-tax cash flows is calculated, 
based on a set of assumptions which relate to commodity prices, exchange rates, capital and operating costs, 
production levels, resources or reserves, and marketing arrangements.  This method has been adopted as a primary 
method for the current valuation of SI’s Peculiar Knob and Hawks Nest projects, because of the range and availability 
of data which provide a level of confidence in applying this method for the determination of a technical valuation.  The 
secondary method of valuation applied has been the yardstick basis, having regard to mineral resources and potential 
ore reserves, and other factors including possible capital expenditures, profitability and cut-off grades, and with 
reference to other transactions or points of reference for other smaller companies with iron ore resources at feasibility 
study or more advanced stages of development. 
 
The WPG exploration portfolio has been valued primarily with regard to the assessed prospectivity of the areas, by means 
of the  exploration expenditure method, which assesses the degree of value adding, positive or negative, arising from 
relevant accumulated expenditures on the subject tenements.  It also takes into account forward expenditure considered 
committed and the equity being earned by WPG in certain of its exploration area projects.  This method is applied by the 
application of a Prospectivity Enhancement Multiplier to an amount which is assessed to be the relevant Expenditure Base. 
 The secondary approach used for valuation of the WPG Exploration portfolio has been by reference to stock market 
values. 
 
Except where otherwise noted, all references to mineral resources and ore reserves herein are in accordance with the 
Australasian Code for Reporting of Identified Mineral Resources and Ore Reserves, 2004 Edition ("the JORC Code"), 
as defined in and required under Appendix 5A of the ASX Listing Rules, effective 17 December 2004.   
 
References herein to dollars are to Australian dollars, expressed in August 2006 terms, except where otherwise 
indicated. 
 
For discounted cash flow purposes, projected after-tax cash flows for SI’s two pre-development projects have been 

 
1 "Valmin Code" is the Code and Guidelines for Technical Assessment and/or Valuation of Mineral and Petroleum Assets and 

Mineral and Petroleum Securities for Independent Expert Reports, 2005 Edition, which is binding on members of The 
AusIMM, and applies to all relevant reports issued from 29 April 2005.  As defined in the Valmin Code, the Mineral Assets of 
SI and WPG are categorized as Pre-Development Projects and Exploration Areas respectively.   
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discounted on the basis of a real terms risk-weighted discount rate of 15.0 per cent per annum from August 2006, the 
reference date for valuation purposes.  
 
A site visit to the SI project areas in South Australia has not been undertaken by the undersigned, as there is little 
outcrop and extensive surficial cover over the subject mineral resources.  Inspection is considered not likely to reveal 
information material to the present assessment and valuation.  N H Cole and Associates Pty Ltd is satisfied that there 
is sufficient current information available to allow an informed appraisal of the SI project areas to be made without an 
inspection.  The Competent Geologist referred to in Section 9 has undertaken site visits to the WPG project areas. 
 
 
3. CHRONOLOGY OF SI TENEMENTS BEING ACQUIRED FROM SASE PTY LTD 
 
The presence of iron ore was first discovered at Peculiar Knob by CRA Exploration Pty Ltd in 1985 during exploration 
for IOCG (iron ore copper-gold) deposits in the Gawler Craton.  The deposit was located by aeromagnetic survey, in 
an area of coincident magnetic and gravity anomalies, which typically characterise high density and magnetic iron ore 
deposits, followed by the drilling of four diamond drill holes, one of which was drilled to 296 metres depth. 
 
From 1992 to 1995, the South Australian government funded the SAEI (South Australian Exploration Initiative) 
program through the Department of Mines and Energy, South Australia (“MESA”).  MESA has latterly been known as 
PIRSA (Primary Industries and Resources, South Australia).  As part of the state government’s efforts towards new 
mineral project development in South Australia, MESA entered the SASE (South Australian Steel and Energy 
Initiative) project joint venture which in conjunction with Meekatharra Minerals Ltd (“MML”) and Ausmelt Ltd was 
targeting pig iron production in an inland location, north of Tarcoola, near the Adelaide to Darwin railway line, based 
on local coal and iron ore resources.   
 
MESA, as part of the SASE project, commenced a search for iron ore on the northern Gawler Craton in January 1995. 
MESA established an iron ore resource of 14 million tonnes grading 63.2 per cent iron at Peculiar Knob.  MESA later 
withdrew from direct participation in the SASE joint venture.  The SASE iron ore tenements were transferred to SASE 
Pty Ltd, a 90 per cent subsidiary of MML2.  MML around the same time acquired other iron ore tenements in the same 
part of the Gawler Craton, including Hawks Nest. 
 
Towards demonstrating sufficient tonnage of iron ore feed for the target pig iron project, SASE Pty Ltd undertook 
major programs of resources definition drilling on the Kestrel and Buzzard deposits at Hawks Nest, with expenditure 
of $2.16 million in the 2000 and 2001 period (Buckingham, 2003).  This work was successful, with the demonstration 
of 221 million tonnes of magnetite3 resources amenable to concentration at Kestrel and of a smaller 6.7 million tonne 
resource of direct shipping grade haematite3 material at Buzzard. 
 
During 2002, AuIron Energy Ltd terminated further expenditures on proving the target pig iron project, with the company 
soon thereafter taking in the coal projects business in Queensland, leading to the change of identity to Felix Resources 
Ltd (“Felix”).  It is understood that the pig iron project studies were terminated, because of a lack of funding and for other 
corporate reasons, at a time well before the strengthening of iron ore prices, and well before the realisation that the small 
high grade haematite deposits in the two SASE Pty Ltd tenements held the potential for economic exploitation as 
haematite direct shipping ore (“DSO”) export products. 
 
By agreement with Felix, SI recently acquired the rights to acquire the Peculiar Knob and Hawks Nest tenements from 
SASE Pty Ltd.  Assuming a mining lease is eventually granted over the Hawks Nest area, the total consideration 
which will have been paid by SI is $1.1 million plus 10 per cent of the voting shares in SI, together with the 
assumption of certain royalty obligations, in addition to the South Australian state royalty. 
 

 
2  The name of MML was later changed to AuIron Energy Ltd and later still to Felix Resources Ltd, which retains 

ownership of 90 per cent of SASE Pty Ltd.  
3  Haematite and magnetite are iron oxide minerals which are the two principal iron ore minerals. 
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SI has assumed a pre-existing obligation of SASE Pty Ltd to pay a royalty on any iron ore production from Peculiar 
Knob at the rate of A$0.0075 per long ton unit of production, indexed according to the Hamersley Iron Pty Limited 
fines benchmark price initially set at the rate of US$0.2898 per dry long ton unit.  At the current fines benchmark price 
of US$0.7345 per dry long ton unit, the royalty rate is A$0.01901 per long ton unit.  By way of example, for a 62.0 per 
cent iron quality ore delivery, with 62 contained units of iron, the third party royalty rate is $1.179 per tonne of ore sold. 
 SI has offered to buy out the Peculiar Knob royalty obligation, but the royalty is still applicable as at the date hereof.  
The royalty applicable for the Hawks Nest tenement is $1 per tonne of iron ore products sold. 
 
The two SI projects, Peculiar Knob and Hawks Nest, are within the Gawler Craton, as shown on the South Australian 
Geological Plan Extract in Figure 2. 
 

 
 

Figure 2 
SOUTH AUSTRALIAN GEOLOGICAL PLAN EXTRACT 
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4. THE PECULIAR KNOB IRON ORE PROJECT 
 
The Peculiar Knob Retention Lease RL 103 is a small tenement of 249.5 hectares, with a single high grade haematite 
direct shipping ore (“DSO”) DSO target, the location of which is shown on Figures 1 and 2. 
 
 
4.1 Peculiar Knob Location, Access, Topography and Climate 
 
Peculiar Knob, on the Billa Kalina 1:250,000 geological sheet, is located on McDouall Peak Pastoral Lease at 135º20’ 
E and 29º37’ S, at an altitude of 190 m ASL, approximately 90 kilometres south-east of Coober Pedy. It is understood 
to have been named after nearby small hills, the tallest of which is capped with an unusual disc shaped mesa 
structure.  The area is 24 kilometres east north-east of the Stuart Highway, and approximately 80 kilometres east of 
the Wirrida siding on the Adelaide to Darwin railway line, 123 kilometres north of Tarcoola, or 110 kilometres to the 
railway line in the west via Hawks Nest.  Via the Stuart Highway, it is 217 road kilometres south-east to the Emu Flat 
rail siding, with a further 358 kilometres rail distance from there to the port of Whyalla. 
 
The present access from the two lane sealed Stuart Highway is eastward for 30 kilometres via reasonable station 
tracks across mainly open country to Joe’s Dam, then north-westerly via a bush track for 14 kilometres, with a 
dropdown through breakaway country from the Stuart Range lateritic plateau to the deposit. The deposit itself does 
not outcrop, but lies amongst low sand dunes, with vegetation of bluebush and saltbush. 
 
The landform, as seen in the photograph in Figure 3, is that of undulating eroded sediments with minor low sand 
drifts, developed on Cretaceous mudstone which covers the underlying metamorphosed BIF(banded iron formation), 
gneiss and meta granite. About 3 kilometres to the south and south-west is an irregular cliff which is the erosion scarp 
of an indurated lateritic plateau, developed on the mudstone.   
 

 
 

Figure 3 
NOVEMBER 2005 DRILLSITE PK39, LOOKING NORTH-WEST 

 
The climate is semi-arid to arid continental, with low irregular rainfall averaging 150 mm per annum, with droughts and 
summer thunderstorms.  Temperatures are extreme in the summer, with a mean January temperature of 35ºC, but 
are moderate to cool in winter. 



Valuation of the Mineral Project Interests of Southern Iron Pty Ltd and Western Plains Gold Limited 14 August 2006 
N H Cole and Associates Pty Ltd  Page 7 
 
 
4.2 Peculiar Knob Geology and Mineralisation 
 
Peculiar Knob is situated on the northern Gawler Craton, within the Mount Woods Inlier which comprises 
Paleoproterozoic to Mesoproterozoic metasediments, deformed granitoids and granite.  The project area is covered 
by Quaternary red-brown clay, sand and silt, overlying the Cretaceous Bulldog Shale, a pale brown shale with minor 
gypsum. 
 
The mineralisation is a massive specular (micaceous) haematite, also known as specularite, considered to be the 
result of enrichment, by hydrothermal processes, of a metamorphosed BIF.  The mineralisation extends for a distance 
of 1100 metres, striking south-west to north-east, and is associated with high grade metamorphic granitoids and 
metasediments.  The ore grade haematite occurs under a shallow cover of the shale. 
 
Figure 4 shows the Peculiar Knob tenement, drill hole locations, interpreted cross sections and the outline of a 
conceptual open pit mine project. 
 
 

 
 

Figure 4 
PECULIAR KNOB TENEMENT PLAN 
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Mineralogical investigation of 15 samples from 3 diamond drill holes (Pontifex, 1996) has shown the Peculiar Knob 
haematite to be present in a massive, coarsely crystalline form, with grain sizes mainly from 0.3 mm to 1 mm in size, with 
larger grains common, and some occurrences of martite reported.  The assay quality of the reported resource, as set out in 
the following section, indicates the material to be ideal for exploitation as a direct shipping specular haematite ore. 
 
Drill logs from the 12 to 18 November 2005 12 hole reverse circulation drilling campaign show a sharply defined transition 
from haematite and massive haematite to country rock in the hanging wall and footwall, and a market differential 
colouring from the ore grade mineralisation to the waste rock. 
 
For the purposes of this report, November 2005 reverse circulation drill sample cuttings from holes PK 34, 35, 36, 37, 
40 and 41 have been examined.  Holes PK 40 and 41 are shown in cross section 6 in the following Figure 5.   
 
Visual examination of the cuttings from these six holes shows the massive, coarsely crystalline form of specular 
haematite reported by Pontifex and also the sharp transition in both texture and colour from haematite to country rock, 
indicative of the potential for simple visual grade control in any future mining operation.  
 
4.3 Peculiar Knob Mineral Resources Estimates and Conceptual Open Pit 
 
Cross sections show that the flat-lying Cretaceous Bulldog Shale overlies the steeply north-westerly dipping haematite 
body, from a depth of 12 metres at the south-western end of the deposit to 30 metres at the north-eastern end.   
 
Specific gravity measurements in the haematite zone were 5.2 and 5.08 from two samples, which is consistent with 
values recorded elsewhere in the range of 5.2 to 5.4 for specular haematite. 
 
From an interpretation of five sections which were evenly distributed along strike and with a complete intersection of 
the haematite body, MESA in 1997 estimated an Inferred Resource4 of 14.0 million tonnes at a grade of 63.2 per cent 
iron, to a vertical depth of 100 metres below the Cretaceous cover, in a body estimated to be 25 metres wide and 
1100 metres along strike.   
 
Impurity levels estimated by MESA for the 14.0 million tonne Inferred Resource were quite low, at 4.8 per cent silica 
(SiO2), 0.31 per cent alumina (Al2O3), and 0.02 per cent phosphorus (P2O5). 
 
The MESA Inferred Resource estimate was based on the original 16 reverse circulation holes and 3 diamond drill holes 
completed by the Department of Mines and Energy, South Australia in September and October 1995, and 3 of the earlier 4 
diamond holes drilled in 1985.  Based on the work by MESA, it was reported that there was “…. a limited resource 
(estimated on the basis of limited drilling to be of the order of 14 Mt) of ‘direct shipping’ grade ore.”(Robinson, 2002) 
 
Drillhole samples from the November 2005 drilling campaign have only recently been submitted by SI for assaying. The 
grade of the resource, earlier estimated by MESA at 63.2 per cent iron, may be subject to minor revision when the 
assay results become available from these samples.   
 
With the updated assay results, drilling data will then be known along the 1100 metres strike length at approximately 100 
metre spacings, as can be seen in Figure 4.  With this drilling density and the additional assay data, it is the current opinion 
of N H Cole and Associates Pty Ltd that part of the Peculiar Knob inferred resources should in the near future be able to be 
reclassified as an indicated resource.  
 
Figures 5 to 8 show a sequence of cross sections for the Peculiar Knob deposit, in sequence from south-west to 
north-east, referred to the location of such sections shown on Figure 4. 

 
4  For readers unfamiliar with the JORC Code, the categories of mineral resources, with increasing confidence levels, are 

Inferred, Indicated and Measured Resources.  With the overlay of economic, environmental and other parameters, 
some of such resources may have the potential for upgrading or conversion to ore reserves, categorised either as 
Probable or Proved Reserves.  
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Figure 5 
PECULIAR KNOB CROSS SECTION 6 

 
 

 
 

Figure 6 
PECULIAR KNOB CROSS SECTION 8 
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Figure 7 

PECULIAR KNOB CROSS SECTION 9 
 

 
 

Figure 8 
PECULIAR KNOB CROSS SECTION 11 



Valuation of the Mineral Project Interests of Southern Iron Pty Ltd and Western Plains Gold Limited 14 August 2006 
N H Cole and Associates Pty Ltd  Page 11 
 
 

he sub-vertical geometry of the specular haematite mineralisation leads to a quite simple mine design concept.  A 

• Open pit shell with 45º slope in primary or unoxidised material, below 12 to 30 metres below surface. 

 Near surface pit wall slopes of 30º in the overlying Cretaceous Bulldog Shale. 
 

• SG values of 5.0 for haematite, 2.7 for granite/gneiss country rock and 2.2 for overlying shale cover. 

 To a vertical open pit depth of 100 metres from the surface, 10 million tonnes of mineable mineralisation. 

 Associated overburden of 50.7 million tonnes, inclusive of a significant amount of pre-strip in the topmost 

 
he conceptual pit dimensions, for a 100 metre deep open pit, are 1400 metres long, and 340 metres wide. 

rom very limited information to any depths greater than 100 metres, there appears to be scope for the mineralised 

.4 Peculiar Knob Conceptual Development Plan  

I’s planning is for the Peculiar Knob project to be advanced as a small contractor-operated open pit mine project as 

• Second half 2006, drilling out of deposit to Indicated or Indicated/Measured Resource status, for preparation 

 
 Second half of 2006 and early 2007, pre-feasibility study with emphasis on securing all preliminary 

 
 2007, project approvals and grant of mining lease;  limited capital works commencement. 

 Early 2008, commencement of overburden pre-strip mining activities and initial ore mining;  first ore shipment 

 
 Gradual build-up over two years to a steady state production rate of 2 million tonnes per annum of DSO. 

 Total mine production and sales of 10 million tonnes of DSO over 7 years of operation from 2008 until 2014. 
 

he main elements to the conceptual development plan are as summarised below: 

• Use of mining contractor for prestrip, all ore and overburden mining, crushing and stockpiling of lump ore and 

 

T
conceptual open pit plan has been developed, as shown in Figure 4, with the following parameters adopted: 
 

 
•

 
•
 
•

mudstone shale cover layer, for an overall waste to ore stripping ratio of 5.1:1. 

T
 
F
zone to extend to greater depths.  The single deep hole drilled in 1985 by CRA Exploration Pty Limited to a depth of 
296 metres returned grades of 61.8 per cent iron between 210.7 and 273.5 metres downhole depth, at a vertical depth 
of about 200 metres. No other deep holes have been drilled although there is good to very good continuity of ore 
grade intercepts between adjacent sections in the existing holes drilled at higher levels.  It is concluded that the at-
depth potential for further mineralisation is encouraging.  
 
4
 
S
soon as possible, with the following timetable objectives: 
 

of mine plans and estimation of Probable or Probable/Proved Ore Reserves, requiring approximately 4000 
metres of drilling and associated assaying and other analyses. 

•
infrastructure approvals and offtake agreements, followed by final feasibility study and commencement of 
mining lease application process, including environmental and other permitting. 

•
 
•

by mid-2008. 

•
 
•

T
 

iron ore fines;  limited minesite infrastructure. 
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• Choice of crushing and screening plant so as to maximise proportion of lump ore5 produced. 
 
• Establishment of a cross country 24 kilometres high quality haul road from Peculiar Knob to the Stuart 

Highway. 
 

• Use of large capacity road trains to truck ore 193 kilometres south to a rail head siding at Emu Flat. 
 

• Use of a railway siding at Emu Flat, on the Transcontinental railway line, 128 kilometres east south-east of 
Tarcoola.  

 
• Rail transport, 3586 kilometres, from Emu Flat to the OneSteel iron ore export port at Whyalla7. 
 
• Construction of a 50,000 tonne capacity iron ore storage shed and rehandling facilities at Whyalla. 
 
• Export of DSO haematite ore from Whyalla to Asian destinations in 50,000 tonne cargoes.  

 
For such a development plan, the principal capital expenditures would include final feasibility study and related costs, 
minesite infrastructure and accommodation, contractor mobilisation, haul road construction, railway siding and loadout 
facilities and port facilities including an iron ore storage shed and loadout facilities.  Inclusive of a 20 per cent 
contingency, for conceptual development plan economic analysis purposes, an estimate of $23.9 million has been 
allowed for capital expenditures.  The development concept involves a relatively minor amount of working capital. 
 
Part of the preparatory work for a Peculiar Knob open pit mine would be advanced in parallel with initial studies 
relating to any possible future Hawks Nest development, so that infrastructure and related services can be planned so 
as to be optimised, for example the location of a haul road from Peculiar Knob to the railway line, in case it should 
desirably be routed via Hawks Nest. 
 
4.5 Peculiar Knob DSO Haematite Revenue Considerations 
 
As has been proved by the iron ore offtake contracts recently secured by several of the new companies producing 
and planning to produce iron ore products for export through the port of Geraldton in Western Australia, it is 
considered likely a credible new emerging producer from another Australian port outside the Pilbara region will be 
able to negotiate favourable terms for export, most likely to Chinese destinations.  Somewhat counter to this are the 
factors that iron ore shipments from Whyalla involve greater shipping distances and sailing times, and are restricted to 
50,000 tonne cargoes with higher unit ocean freight costs. 
 
Table 2 sets out the shipping distances and steaming times to the Chinese port of Shanghai from several Australian 
export ports, assuming a speed of 15 knots in each case. 
 
 
 
 
 
 

 
5  Lump ore is -30 mm + 6 mm in size.  Iron ore fines are smaller than 6 mm. 
6  The 575 kilometre overall transport distance compares with 426 rail kilometres from Mt Newman to Port Hedland. 
7  The Port of Whyalla is owned and operated by OneSteel Limited (“OneSteel”).  The channel depth to its iron ore export 

jetty is 10.7 metres, allowing Panamax ships of up to 65,000 DWT maximum capacity to load up to 50,000 tonne iron 
ore cargoes. Land access to the iron ore jetty is across OneSteel property. Access to port facilities is discussed and 
agreed on arrangement, according to OneSteel guidelines, subject to no disruption to OneSteel’s production and 
shipping schedule.  OneSteel is currently implementing Project Magnet, one aspect of which is planned to increase its 
DSO haematite exports from its Middleback Range mines through Whyalla to 4 million tonnes per annum. 
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Table 2 
SHIPPING DISTANCES AND TIMES FROM AUSTRALIAN PORTS TO CHINESE PORT 

 
Australian Export Port Shipping Distance – nautical miles Transit Time - days 

Darwin 
Port Hedland 
Geraldton 
Esperance 
Port Latta 
Whyalla 

2758 
3315 
3915 
4702 
5147 
5439 

  7.7 
  9.3 
11.1 
13.5 
14.4 
15.8 

 
50,000 tonne cargoes from Whyalla are somewhat smaller than the iron ore shipments from the recently expanded 
port of Geraldton, where the maximum iron ore cargo to date has been 63,953 tonnes8.  For 50,000 tonne cargoes, 
Whyalla would require the use of either Handymax bulk carriers (30,000 to 50,000 dwt, average 45,000 dwt) or partly 
laden Panamax carriers (50,000 to 80,000 dwt, average 65,000 dwt).  A forward loading rate of 60,000 tonne cargoes 
is assumed for Geraldton.  For the five years from 1990, daily rates for Handymax and Panamax bulk carriers were at 
similar levels, with charter rates for 2006 being lower than in recent years.  At US$20,000 per day, the comparative 
ocean freight costs to China are as under. 
 

• US$6.32 per tonne, Whyalla to Chinese port 
 
• US$3.70 per tonne, Geraldton to Chinese port 
 

In what continues to be a sellers’ market, the differential ocean freight cost of US$2.62 per tonne – in relation to an 
average FOB Whyalla price of US$53.93 per tonne of iron ore - is a relatively small deterrent to keen Asian iron ore 
product buyers that are interested to establish new and diversified sources of supply from Australian ports outside the 
Pilbara region. 
 
For current economic assessment purposes, it is assumed that SI DSO exports, on the basis of two tonnes of lump 
ore per tonne of iron ore fines, will be able to be sold at the Hamersley Iron Pty Limited benchmark prices, currently 
US$0.9373 per dry long ton unit for lump ore and US$0.7346 per dry long ton unit for iron ore fines.  It is known that 
certain new and emerging producers of iron ore products exporting through the port of Geraldton have been able to 
negotiate both long term fixed price contracts and also premia over and above the Hamersley Iron Pty Limited 
benchmark prices.  If SI is able to negotiate such benefits for the Peculiar Iron project, that would be a bonus. 
 
4.6 Peculiar Knob Conceptual Project Operating Cost Estimates  
 
For conceptual project financial analysis, the following operating cost bases have been assumed: 
 

• Overburden pre-strip and waste mining, $2.40 per tonne 
 
• Ore mining, $2.70 per tonne, including haulage to a ROM stockpile area adjacent to a crushing and 

screening plant. 
 

• Crushing, screening and stockpiling of lump ore and fines, $2.00 per tonne 
 

                                                 
8  A larger cargo of wheat has been exported from Geraldton, at 65,954 tonnes, indicating similar tonnage potential for 

future iron ore cargoes from that port. 
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• Loading and unloading charges at minesite and rail head, $1.50 per tonne 
 
• Minesite overheads, including repairs and maintenance, $1,500,000 per annum 
 
• High tonnage capacity road train9 haulage 217 kilometres, minesite to Emu Flat siding, $0.11 per tonne 

kilometre 
 

• Maintenance of 24 kilometres of off highway road from mine site at a full production steady state rate of 
approximately $500,000 per annum  

 
• Rail haulage, 358 kilometres to Whyalla, at 3.5 cents per tonne kilometre 

 
• Port charges of $4.00 per tonne 

 
• Third party royalty charges as detailed in Section 3 above, plus South Australian state royalty of 3.5 per cent 

of mine gate revenue, after five years, but with the New Mine concessional state royalty rate of 1.5 per cent 
for the first five years.  

 
In 2006 dollar terms, total cash costs are equivalent to $62 per tonne of iron ore sold. 
 
4.7  Peculiar Knob Conceptual Project Economic Analysis 
 
A conceptual project production and cash flow model has been developed for the Peculiar Knob project, from which the 
discounted cash flow analysis and sensitivity analyses shown in Table 3 have been derived using commodity prices 
referred to in Section 4.5, a long term foreign exchange rate of A$1.00 = US$0.75 and a risk-weighted real terms discount 
rate of 15 per cent per annum.   
 
The after-tax project rate of return for the Base Case is approximately 30 per cent per annum, a level which would justify 
taking the project forward to detailed feasibility study.  The concept outlined above has in no way been optimised, and it is 
likely that the concept outlined reflects a sub-optimal approach to development. 
 
The choice of a moderately high 15 per cent per annum real terms discount rate applied for discounted cash flow purposes 
reflects project definition uncertainty and the fact that the project has only been the subject of a preliminary scoping study to 
date, with a decision to go to production subject to positive findings from further detailed feasibility study work.  It is the 
current opinion of N H Cole and Associates Pty Ltd, having regard to risk and opportunity factors discussed in Section 4.8, 
that production will prove to be viable at Peculiar Knob.    
 
 
 
 
 
 
 
 
 
 
 
 
 

 
9  A new generation of high capacity road trains is now available, designed to ADR (Australian Design Rules) standards 

for highway use at speeds up to 90 kilometres per hour.  As used in the Northern Territory, six trailers are used for a 
payload of 400 tonnes. 
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Table 3 
AFTER-TAX DISCOUNTED CASH FLOW ANALYSIS  –  PECULIAR KNOB PROJECT  

 
 Net Present Value of After-tax Net Cash Flow 

Discounted at 15% per annum     A$ millions  

Base Case (10 million tonnes of DSO mined and sold) 
Sensitivity Analyses (showing adjusted NPV amounts) 
Iron ore prices reduced by 10% 
Iron ore prices increased by 10% 
Capital expenditure increased by 10% 
Cash operating costs increased by 10% 
Production increased to 14 million tonnes of DSO 
Proportion of lump ore increased from 66.7% to 75% 
FX rates reduced from A$1.00 = US$0.75 to US$0.70 
Project implementation delay of 12 months 
Reduction of discount rate to 10% per annum 

    16.4 
 

  -16.3 
   45.0 
  14.7 
 -13.7 
 39.7 
 22.0  
 36.9 
14.4 
25.5 

 
Based on the discounted cash flow analysis and having regard for the sensitivity analyses, the technical valuation for the 
Peculiar Knob project is assessed in the range of $15.0 million to $18.0 million. 
 
In unit terms, for the estimated 14.0 million tonnes of inferred resources at Peculiar Knob referred to in Section 4.3, such a 
technical valuation range is equivalent to $1.07 to $1.29 per tonne of resources. 
 
4.8 Peculiar Knob Risk and Opportunity Factors 
 
The sensitivity analysis in Table 3 indicates that if the project is limited to 10 million tonnes of DSO production at a 
lump to fines tonnage ratio of 2:1, then it is very dependent on the sustained achievement of Base Case iron ore 
prices and the operating cost structure set out above.  As indicated above, the development concept has not been 
optimised;  it appears likely that a more robust development concept may be able to be developed, to a pre-feasibility 
level of investigation, for adoption as the basis for a final feasibility study. 
 
For a stand-alone Peculiar Knob project, the biggest risk to long term viability, assuming the development plan and 
estimated costs set out in Sections 4.4 and 4.6, is downside price risk associated medium to longer term with export 
iron ore prices.  For financial breakeven, long term index reference prices would need to be not lower than US$0.889 
per dry long ton unit, compared to the present index price for lump ore of US$0.9373 per dry long ton unit.  Such a 
view, which could reasonably reflect marginal project economics, is however an incomplete view, for key reasons: 
 

• It is most unlikely feasibility studies for the SI project areas would be confined to a single open pit mine 
operation, having regard to other known DSO resources. 

 
• The Peculiar Knob project has not been optimised in terms of scale or development strategy. Specifically, the 

mine concept assessed above gives no consideration as to the value of the possible profitable exploitation of 
DSO from underground sources, the potential for which can be clearly seen in Figure 9.  The impact of even 
a relatively small tonnage of underground mining is the likely result of raising the design floor level of an 
open pit, so as to reduce the waste to ore overburden stripping ratio and, thereby, unit mining costs. 
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• A stand-alone project is premised on the lack of any other project, such as the Hawks Nest Buzzard project, 
later described in Section 5.4, to share the burden of project establishment capital expenditures. 

 
As with certain other junior iron ore companies, it may prove possible for SI to enter product offtake contracts with 
prices fixed for an initial period of three years.  Other upside or opportunity factors relevant to the Peculiar Knob 
project include the following: 
 

• An increase in the lump to fines ratio of DSO production. 
 
• An increase in the amount of open pit mineable DSO to the level of 14 million tonnes, as suggested in 

Section 4.3.  
 

• The potential for some simple form of minesite beneficiation, using gravity methods such as heavy media 
separation, so as to improve the grade of the export DSO, as has been undertaken at several of the medium 
grade haematite iron ore projects in the Pilbara region of Western Australia;  this would result in a reduction 
of the cut-off grades, and a commensurate lift in the tonnage of economically viable mineral resources. 

 
• The possibility of negotiation of a price premium in excess of the Hamersley Iron Pty Limited iron ore fines 

benchmark price. 
 
Comments about the fair market valuation assessment of the Peculiar Knob project are included below in Section 7.3. 
 
 
5. THE HAWKS NEST IRON ORE PROJECT 
 
The Hawks Nest Exploration Licence EL 3196 is substantially larger than Peculiar Knob RL 103, being 398 square 
kilometres in area. Seven separate iron ore mineral resource areas have been identified in EL 3196, named Kestrel, 
Buzzard, Goshawk, Harrier, Eagle, Falcon and Kite. 
 
The tenement area and the locations of the seven different prospects are shown in Figure 9. Prior drill holes locations 
are shown, as are the local magnetic contours identifying the locations of the seven separate iron ore prospects on 
the tenement. 
 
5.1 Location, Access, Topography and Climate 
 
Hawks Nest, named after the nearby Hawks Nest Bore, lies on the Kingoonya and Billa Kalina 1:250,000 geological 
sheets.  It is located on the McDouall Stuart Pastoral Lease, centred at 135º08’ E and 30º00’ S, at an altitude of 170 
m ASL, approximately 120 kilometres east south-east of Coober Pedy, and approximately 55 kilometres south south-
west of Peculiar Knob.  The EL area straddles and extends some 6 kilometres west of the Stuart Highway, about 55 
kilometres east of the Adelaide to Darwin railway line.  Via the Stuart Highway, it is 137 road kilometres south-east to 
the Emu Flat rail siding, with a further 358 kilometres rail distance from there to the port of Whyalla. 
 
Access to Hawks Nest from the Stuart Highway is via existing station tracks across mostly open country. The iron ore 
deposits mainly do not outcrop, but lie amongst flat sediments and recent colluvium, with little topographic relief, and with 
vegetation consisting of bluebush, saltbush, sparse Mulga woodland, with occasional Mulga thickets. The landform, as 
seen in the photograph in Figure 10, is that of undulating minor low recent sand drifts and colluvium, overlying Cretaceous 
mudstone which mostly covers the underlying metamorphosed BIF, other sediments, gneiss and meta granite. Part of the 
BIF outcrops as a few low ridges only 3 metres above the surrounding plain. 
 
The climate at Hawks Nest is the same as for Peculiar Knob. 
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Figure 9 
HAWKS NEST TENEMENT AND PROSPECT LOCATIONS 

 

 
 

Figure 10 
NOVEMBER 2005 DRILLSITE HNMG11, KESTREL PROSPECT 
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5.2 Hawks Nest Geology and Mineralisation 
 
The Hawks Nest prospects occur in one of the very extensive BIF horizons which occur throughput South Australia’s 
Gawler Craton, which is a stable region of Archaean to Mesoproterozoic crystalline basement extending over almost 
half of the state.  The younger of two major BIF sequences, of Palaeoproterozoic age, approximately 1900 million 
years old, hosts Peculiar Knob, Hawks Nest and several other deposits, notably the various Middleback Range 
resources 40 kilometres inland from Whyalla, including Iron Monarch, Iron Baron and Iron Duke, which have been 
mined since 1915.  
 
The Hawks Nest project is a Palaeoproterozoic BIF with scattered low outcrops, within an associated intense north 
north-east linear aeromagnetic anomaly extending for some 20 kilometres. The anomaly is interpreted as an upthrown 
fault block of Paleoproterozoic metasediments, including BIF horizons.  The BIFs are largely concealed under 
Cretaceous sediments and recent colluvium.  
 
Three different types of mineralisation have been identified by exploration work to date: 
 

• Large low grade primary or unenriched magnetite BIF bodies, occurring as unoxidised sections of the BIF 
horizons, with widths of 150 metres to 500 metres and depths of 500 metres to 1000 metres.  Grades are 
commonly 35 per cent to 40 per cent iron, in a very fine grained mineralisation that is typically amenable to 
beneficiation by magnetic concentration, so as to reduce the level of silica present as chert and other forms 
of silicate gangue. 

 
• Restricted zones of higher grade magnetite, with some grades in excess of 60 per cent iron, representing 

potential DSO.  
 

• High grade haematite as at the Buzzard prospect, in the form of a tectonically brecciated BIF, with grades 
that would satisfy the requirements for DSO, subject to adequate control of elevated silica levels. 

 
The fine grained magnetite mineralisation at Hawks Nest is quite similar to the taconite iron ores of the Mesabi 
Ranges in Minnesota and Michigan, and of some of the mineral resources in the Midwest region of Western Australia. 
 
The Hawks Nest project has seven separate prospects, which occur over about 9 kilometres east to west, and about 4 
kilometres north to south.  Two were subject to intensive resource definition drilling and related work by AuIron Energy 
Ltd in 2000 and 2001: 
 

• Kestrel, a metamorphosed BIF. 
 
• Buzzard, an enriched BIF in the form of a massive microplaty haematite deposit, interpreted as a probable 

fault breccia, and with a potentially viable open pit tonnage of hematite DSO.  Buzzard is located 8 
kilometres south-west of the Stuart Highway. 

 
The other five prospects, Goshawk, Harrier, Eagle, Falcon, and Kite host metamorphosed BIF deposits, each of which 
had only a few exploratory drillholes, with inferred mineral resources estimated by MESA.  Kite was reported to have 
the potential to host high grade magnetite resources (Davies, 1997) but no further work was done at the Kite location 
during 2000 and 2001. 
 
5.3 Hawks Nest Mineral Resources Estimates and Development Concept 
 
MESA undertook extensive work at Hawks Nest and other nearby iron ore prospects from April 1995 until the end of 
1996, with 367 holes drilled for 20,418 metres, 247 line kilometres of ground magnetics and 3814 gravity stations.  
MESA also had the benefit of data from 6,957 metres of earlier drilling by four other parties in six campaigns between 
1977 and 1994.   
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During 2000 and 2001, the work undertaken by AuIron Energy Limited on the Kestrel and Buzzard deposits included 
12,284 metres of reverse circulation drilling and 2,630 metres of diamond drilling, for a total of 108 drillholes.  With 
that data, the estimates of mineral resources prepared by Hellman and Schofield Pty Ltd for the two major projects 
are as shown in Table 4.  
 

Table 4 
HAWKS NEST ESTIMATED MINERAL RESOURCES 

 
Deposit Category Million Tonnes Fe % P2O5 % SiO2 Al2O3 % LOI 

Kestrel Measured Resources 
Indicated Resources 
Inferred Resources 
Total Resources 

100 
60 
60 
220 

37 
36 
36 
36 

0.13 
0.13 
0.13 
0.13 

37 
38 
39 
38 

0.83 
1.00 
1.05 
0.94 

0.58 
0.79 
0.78 
0.69 

Buzzard Measured Resources 
Indicated Resources 
Inferred Resources 
Total Resources 

1.8 
3.1 
1.8 
6.7 

62 
60 
59 
60 

0.06 
0.09 
0.15 
0.10 

9.3 
10.9 
8.7 
9.9 

1.2 
1.7 
2.9 
1.9 

0.8 
1.4 
2.5 
1.5 

 
The Kestrel estimate is based on a 30 per cent iron cut-off grade, to a depth of 135 metres below surface.  The deposit is in 
unoxidised ore from a vertical depth of 50 metres.   
 
The Buzzard mineral resource estimate is based on a 55 per cent cut-off grade, to a depth of 125 metres. 
 
The 1995 MESA estimates of mineral resources for the other five Hawks Nest prospects to a depth of 100 metres in each 
case, all in the inferred resources category and described as “tentative estimates”, in metamorphosed BIF deposits, are set 
out below: 
 

• Goshawk, 148 million tonnes at 34.8 per cent iron 
 
• Harrier, 54 million tonnes at 35.4 per cent iron 

 
• Eagle, 92 million tonnes at 31.3 per cent iron 

 
• Kite, 30 million tonnes at 50.5 per cent iron 

 
• Falcon, 25 million tonnes at 32.4 per cent iron. 

 
The overall mineral resources inventory at Hawks Nest is estimated at 575.7 million tonnes or, in rounded terms, 580 million 
tonnes. 
 
With the exclusion of the Buzzard project, which involves a potential DSO open pit operation, the balance of the other six 
resources areas at Hawks Nest are metamorphosed BIF deposits, mainly fine grained magnetite deposits, amenable to 
beneficiation by magnetic concentration.  The magnetite grain size varies from 20 microns to rarely 150 microns, with an 
average size of 50 to 60 microns. The total of such deposits is 569 million tonnes, at an average grade of 35.5 per cent iron. 
 
The development concept considered in 2000 and 2001 was for the an open pit Kestrel mine, with a local concentrator, 
preparing a magnetite concentrate as feed for a pig iron project to be located in the same region, possibly near Gina Siding 
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on the Tarcoola to Darwin railway.  Coal was to have been locally sourced.  The concentrator would have a requirement of 
large tonnages of process plant water which is relatively scarce in the Gawler Craton. For the large Olympic Dam mine, 
located about 180 kilometres south-east of Hawks Nest, water is sourced from a network of bores in Great Artesian 
Basin sediments located approximately 120 kilometres to the north-east with potable water, which is approximately 
one-tenth of the overall water consumption, produced by desalination.   
 
Metallurgical testwork showed the recovery of a 64.2 per cent iron magnetite concentrate from a fine grind of 38 microns, 
but with a relatively high silica level of 10 per cent.  Future work is considered likely to be able to provide an acceptable 
metallurgical performance. 
 
It is possible that some of the fine grained metamorphosed BIF deposits will be the subject of a future open pit mine 
and concentrator project.  In mid-2002, it was observed that the “processing and beneficiation properties of the Hawks 
Nest ……. [BIF] suggest that plant capital and operating costs may be prohibitive.” (Robinson, 2002) While this may 
have been a well justified potential conclusion in 2002, it is recognised that the economics of the iron ore sector have 
changed significantly in the past four years. 
 
The style of project that may justify detailed feasibility studies would have the following likely characteristics: 
 

• High tonnage open pit mining operation, partly required by relatively high capital and operating costs;  
concept assumes 12 million tonnes per annum of 36 per cent iron grade magnetite as ore feed. 

 
• Relatively simple concentrator operations, producing 6 million tonnes per year of 65 per cent iron magnetite 

concentrates at 90 per cent metallurgical recovery; crushing and fine grinding with magnetic concentration, 
though possibly with the need for a final step of reverse flotation to minimise the silica content. 

 
• Slurry pipeline transport of magnetite concentrate a distance of 500 kilometres to a Spencer Gulf port such 

as Whyalla, for pelletisation there or for the export of magnetite concentrates to Asian markets.  
 

• Major new project infrastructure requirements, including township, power supply, new major water supply 
and part desalination for potable water supply, and slurry pipeline. 

 
5.4 Buzzard Conceptual Project Economic Analysis  
 
The more likely target for initial development appears to be the 6.7 million tonne measured, indicated and inferred 
resource at the Buzzard prospect, where drilling and block modelling has defined a steeply dipping deposit with a 
strike length of 700 metres ranging from a few metres to 40 metres in width to a vertical depth of 120 metres, overlain 
by Cretaceous mudstone of 12 metres to 20 metres in thickness.   
 
Figure 11 shows the interpreted bedrock geology for the Buzzard prospect. 
 
To test the possible viability of an open pit at Buzzard, the case that has been examined is to continue mining 
operations in the region after the end of the Peculiar Knob project mine life, with the mining of an incremental 6.5 
million tonnes of 58 per cent iron grade DSO from Buzzard, and assuming the same waste to overburden stripping 
ratio of 5.1:1 and all of the same operating costs and revenues.  The total cash costs inclusive of all royalty payment 
obligations for the combined project, ie Buzzard plus Peculiar Knob, are reduced from the level of $62 per tonne 
indicated in Section 4.6 to around $58 per tonne.  
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Figure 11 
HAWKS NEST BUZZARD PROSPECT BEDROCK GEOLOGY 
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The after-tax incremental net present value so arising from the Buzzard open pit, at the same risk-weighted discount 
rate of 15 per cent per annum is $15.7 million.  According to the definitions of the AusIMM Valmin Code, $13 million to 
$17 million might be interpreted as the technical valuation range attributable to the Buzzard project.  Such a net 
present valuation estimate will be subject to the same range of sensitivity analyses as shown in Table 3 for the 
Peculiar Knob open pit project.  This technical valuation range is close to the technical valuation range attributable to 
Peculiar Knob, whereas the Buzzard project is less well defined in conceptual development terms, even though it 
involves mining of fewer tonnes of DSO.  The technical valuation range for Buzzard arises because, as modelled, the 
Buzzard project is taking advantage of the capital expenditures earlier assumed to have been put in place for the 
initial Peculiar Knob project. 
 
With the Buzzard project modelled as an “add-on” project to an initial Peculiar Knob open pit mine, there is less overall risk 
involved in exposure to any downward pressure in iron ore prices than with the single mine case discussed above for 
Peculiar Knob. 
 
In unit terms, for the estimated 6.7 million tonnes of measured, indicated and inferred resources at the Buzzard prospect 
Knob referred to in Section 4.3, such a technical valuation range estimate of $13 million to $17 million is equivalent to $1.94 
to $2.54 per tonne of resources for the 6.7 million tonne resource. 
 
There are insufficient data in terms of product quality, production levels, capital costs and operating costs for a 
technical valuation to be able to be derived for Kestrel or any of the other mineral resources areas at Hawks Nest, all 
of which would have to rely on high tonnage magnetite mining, concentrator and pipeline operation for development. 
 
Comments about the fair market valuation assessment of the Hawks Nest project are included below in Section 7.3. 
 
 
6. WPG MINERAL EXPLORATION PROJECTS, NEW SOUTH WALES AND SOUTH AUSTRALIA 
 
WPG has a portfolio of 13 mineral exploration tenement areas, with the principal locations as shown in Figure 1.  These 
areas, all of which are defined as Exploration Areas under the AusIMM Valmin Code, comprise 
 

• 9 granted exploration licences (ELs) in New South Wales 
 
• 2 exploration licence application areas (ELAs) in New South Wales, and 
 
• 2 granted ELs in South Australia. 

 
As at 30 June 2006, the carrying value of these exploration tenements in the financial accounts of WPG was $1.229 million. 
The level of committed and budgeted expenditures for the next twelve months on the WPG areas is $0.66 million. 
 
Most of the following analysis and assessment covers five of the projects of greatest interest and potential, which together 
count for some 85 per cent of the overall 30 June 2006 carrying values and 72 per cent of the forthcoming committed and 
budgeted expenditures.  
 
6.1 Euriowie, EL 5771, EL 6188 New South Wales (305 square kilometres, WPG earning 60% interest) 

 
The principal targets in ELs 5771 and 6188, located 40 kilometres north-east of Broken Hill, are iron oxide copper-
gold deposits similar to the Ernest Henry project near Cloncurry in Queensland, and also secondary near surface 
copper deposits. 
 
Several prospects, including Yalcowinna Creek, Son of Man, B40 and Fairy Hill, are considered as high priority 
targets, with preliminary drill testing completed on some prospects and being programmed for others. 
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Key technical assessment points for EL 5771 include the following: 
 

• The area has had no serious prior exploration for copper and gold. 
 
• Systematic geological, geochemical and geophysical surveys by WPG have enhanced the prospectivity of 

the four high priority targets. 
 

• First pass drilling by WPG at the Yalcowinna Creek and Fairy Hill prospects has discovered significant low-
grade copper mineralisation that is potentially part of an alteration halo surrounding more massive sulphide 
bodies at depth. 

 
• High priority targets comprising coincident geochemical and geophysical anomalies at the Yalcowinna Creek 

and Son of Man prospects have been scheduled for drilling. 
 
6.2 Trundle, EL 4512, ELA 2768 New South Wales (360 square kilometres, WPG 100%, subject to royalty 

conditions) 
 
The principal targets in EL 4312, located 355 kilometres west of Sydney and 50 kilometres west of Parkes are 
porphyry copper, gold and copper-gold deposits similar to the Cadia, Ridgeway, Northparkes and Cowal deposits 
which are located in similar geological environments. 
 
Key technical assessment points for EL 4512 include the following: 
 

• WPG has completed a detailed low-level aeromagnetic survey that has provided new targets for field 
investigation. 

 
• Grid based RAB and aircore drilling at the Mordialloc prospect has defined significant bedrock copper and 

gold anomalies. 
 

• The Mordialloc geochemical anomalies are associated with monzonitic intrusive rocks that are akin to those 
associated with the porphyry copper-gold mineralisation at Northparkes. 

 
• Deeper drill testing is planned for the Mordialloc prospect. 

 
• WPG considers the area covered by ELA 2768 has potential for the discovery of epithermal gold deposits in 

under-explored Devonian acid volcanic rocks. 
 
6.3 Lake Cargelligo, EL 6367, EL 6530 New South Wales (563 square kilometres, WPG 100%) 
 
The principal targets in ELs 6367 and 6530, located 589 kilometres west of Sydney, are shear hosted gold and 
polymetallic-gold deposits similar to that at The Peak mine near Cobar. 
 
Key technical assessment points for EL 6367 include the following: 
 

• The 14 kilometre long Achilles Shear Zone (“ASZ”) is a major N-S structure that is well defined by geology 
and regional magnetic data. 

 
• At least three zones of intense hydrothermal alteration and anomalous base metal geochemistry have been 

defined along the ASZ. 
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• Diamond drilling by WPG at the Achilles 1 prospect has intersected widespread low-grade copper 
mineralisation within a large zone of intense pervasive sericite-pyrite alteration. 

 
• A significant lead anomaly has been defined by recent soil sampling at the Achilles 3 prospect. 

 
• Six regional discrete aeromagnetic anomalies are being investigated for their gold and base metal potential. 

Aircore drilling is scheduled for geochemical sampling across these targets. 
 

• WPG increased its land holding with the recent addition of EL 6530 that adjoins the main Lake Cargelligo 
tenement to the north. 

 
6.4 Mulyungarie, EL 3478, South Australia and EL 4657 New South Wales (43 square kilometres, WPG 

earning 60% interest) 
 
The principal targets in ELs 3478 and 4657, located 40 kilometres north-east of Broken Hill, are iron oxide copper-
gold deposits similar to the Ernest Henry project. 
 
Key technical assessment points for ELs 3478 and 4657 include the following: 
 

• Large co-incident magnetic and gravity anomalies at the K1 prospect have been the principal focus of WPG’s 
exploration activities. 

 
• WPG has completed two diamond drill holes to provide a preliminary test of these geophysical targets. PACE 

drilling assistance was received from the South Australian government for this work. 
 

• Significant intervals of massive quartz-magnetite-haematite were intersected in both holes at the K1 
prospect. This material is akin to ironstones that host economic copper and gold mineralisation at other 
locations in Australia eg Tennant Creek and Cloncurry. 

 
• Sporadic anomalous gold values up to 7.12 g/t gold over 30 centimetres were recorded from both the 

ironstone and the surrounding highly altered gneissic country rock. 
 
• Geophysical interpretation indicates the K1 ironstone body is significantly larger than the small section so far 

tested by the drilling. 
 
• As part of the next phase of exploration, WPG is planning to drill a series of short vertical rotary/core holes to 

provide a more systematic test of the upper section of the large K1 hydrothermal system. 
 
6.5 Peak Hill East, EL 6342, ELA 2749 New South Wales (116 square kilometres, WPG 100%) 
 
The principal targets in EL 6342 and ELA 2749, located 360 kilometres west of Sydney and 45 kilometres north of 
Parkes are porphyry related copper, gold and copper-gold and epithermal gold deposits similar to the Wyoming, 
Northparkes and Peak Hill deposits. 
 
Key technical assessment points for EL 6342 include the following: 
 

• WPG has completed a detailed low-level aeromagnetic survey that has provided new targets for field 
investigation. 

 
• Eighteen of twenty three selected magnetic anomalies have been followed up with reconnaissance 

geological mapping and sampling. 
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• Five of the most promising magnetic anomaly targets have been selected for follow-up aircore drilling that 
will provide geochemical samples and geological information from the bedrock beneath an estimated 30-40 
metres of soil cover. 

 
6.6 Other WPG Exploration Areas 
 
The Redan EL 5795 and Kanbara EL 6394 tenements are located 25 kilometres south-east of Broken Hill and cover a 
combined area of 402 square kilometres. 
 
Key technical assessment points for these other WPG exploration areas include the following: 
 

• WPG completed a small program of close-spaced RAB geochemical sample drilling at the Chert Ridge 
prospect. No significant results emerged from this work. 

 
• Several other prospects known from previous company exploration have yet to be followed up. These 

include Fence Gossan, Gate and Tors but are considered to have a lesser priority in comparison to the 
already developed drill targets in other WPG tenements. 

 
6.7 Valuation of WPG Exploration Areas 
 
As outlined in Section 2, the method used for the derivation of value for the Exploration Areas is by the application of 
a Prospectivity Enhancement  Multiplier (“PEM”) to the assessed Expenditure Base for each of the tenement groups 
set out in Sections 6.1 to 6.6, having regard to the key technical assessment points shown in those sections.  PEM 
values are usually in the range of zero to 3.0.  The low end of the range reflects poor results and the justification for 
writing off an exploration project and all accumulated expenditures.  A value of 1.0 reflects steady progress, with 
further work justified by past results.  Higher values reflect good to very encouraging results, which may result in 
increased levels of exploration expenditures for areas so rated.  
 
The valuations derived for WPG’s equity in the exploration areas assessed above, as at August 2006, are set out in 
Table 5.  
 
Based on current advice from WPG directors, and having regard to the WPG cash balance as at 30 June 2006, it is 
uncertain whether the requisite aggregate expenditure by WPG over four years of $1.5 million will be able to be 
undertaken, so as to allow WPG to earn its potential 60 per cent equity in both the Euriowie and Mulyungarie project 
areas.  It is assessed, however, as more likely that aggregate expenditure of $750,000 will be met, thereby earning a 
60 per cent equity interest in one of these two projects. 
 
To justify the attribution of equity value for WPG in respect of both of these projects, the Expenditure Base levels 
would have to be at least $750,000 for Euriowie and $750,000 for Mulyungarie.  If, in the future, more encouraging 
exploration results allow further funding to be raised so as to complete the minimum earn-in expenditures for either or 
both of the two projects, then that would be reflected in an improvement in valuation at that future time.  
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Table 5 
VALUATION OF WPG EXPLORATION AREAS 

 
Project Area Expenditure  

Base $000 
PEM Range 
100% Equity 

Derived Valuation Range 
100% Equity      $000 

Derived Valuation Range 
WPG Equity      $000 

Euriowie 
Trundle 
Lake Cargelligo 
Mulyungarie 
Peak Hill East 
Other exploration areas 
Totals 

  498 
  316 
  230 
  375 
    99 
  372 
1890 

1.1 – 1.3 
1.2 – 1.5 
0.9 – 1.1 
1.1 – 1.4 
0.9 – 1.1 
0.6 – 0.8 

 

    550 – 650 
    380 – 470 
   210 – 250 
    410 – 520 
     90 – 110 
   230 – 290 

 

   nil 
   380 – 470 
   210 – 250 

   nil 
     90 – 110 
   230 – 290 
  910 - 1120 

 
By the valuation standards of the PEM methodology, a derived valuation range for the WPG tenement interests is 
$910,000 to $1.12 million. 
 
A separate indirect approach to a valuation of the WPG exploration can be found in the stock market values at the 
time in August 2005 when the WPG shares were floated on ASX, and also more recently, following the recent release 
of the June 2006 ASX Quarterly report.  These findings are shown in Table 6. 
 

Table 6 
STOCKMARKET DERIVED VALUES FOR WPG EXPLORATION AREAS 

 
Reference Period August 2005 

ASX IPO Listing 
August 2006 

June 2006 Quarterly Report 

Market price per share 
Market capitalisation 
Cash raised in IPO 
Cash balance as at 30 June 2006 
By difference, implied value attributable to 
WPG exploration areas 

    20 cents 
$5.11 million 
$2.79 million 

 
$2.32 million 

18 cents 
$4.60 million 

 
$1.08 million 
$3.52 million 

 
It is recognised that such indirectly derived market-based values as shown in Table 6 are not held to be reliable 
indicators of fair market value. 
 
A review of WPG’s announcements reflects steady but not spectacular progress with its exploration efforts.  A likely 
additive factor is that stockmarket conditions in the mining and exploration sector have been good to very good over 
the past year.  These factors and the implied values shown in Table 6 lead towards the conclusion that the PEM 
method, as shown applied in Table 5, unreasonably downrates the fair market value of the WPG exploration areas.   
 
Having regard to the primary findings in Table 5 and the supplementary or secondary data in Table 6, the fair market 
valuation for WPG’s mineral exploration portfolio is assessed in the range of $1.2 million to $2.2 million, with a 
preferred value of $1.5 million. 
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7. VALUATION CONSIDERATIONS 
 
For the SI projects being acquired, it is more useful in valuation terms not to think of the two separate project areas, 
but rather to think of the projects being acquired as consisting of  
 

• two DSO haematite projects, with a total of 20.7 million tonnes of resources, with an average grade of 62.2 
per cent iron, and with 24 per cent of the overall tonnage in the measured and indicated resources 
categories, and 

 
• six metamorphosed BIF beneficiable magnetite projects, with a total of 569 million tonnes of resources, with 

an average grade of 35.5 per cent iron, and with 28 per cent of the overall tonnage in the measured and 
indicated resources categories.  

 
There is sufficient knowledge and data to be able to make a qualified and preliminary economic assessment of the 
development of the two DSO haematite projects.  Insufficient information is available, even at a conceptual level of 
preliminary studies, to be able to undertake any meaningful form of economic assessment of any potential magnetite 
projects, although this may well prove to be possible in the future.  
 
7.1 Prior Valuations and Assessments, SI and WPG Projects 
 
In July 2003, a valuation range of $1.11 million to $3.80 million was ascribed to the Hawks Nest tenement 
(Buckingham, 2003).  Though not stated in that report, it is assumed this value also included the Peculiar Knob 
tenement interest, or in the alternative a nil or negligible value may have been attributed to that interest. 
 
In January 2005, a value in the range of $0.5 million to $1.5 million was attributed to the South Australian coal and 
iron ore tenements then owned by Felix Resources Limited (Hall, 2005).  This opinion, expressed in six lines within a 
very detailed 65 page Independent Expert Report, reflects a lack of any detailed consideration at the time of the South 
Australian residual tenements.  It was in the context of the Felix Resources Limited merger proposal with White 
Industries Limited, both of which companies were solely focussed on coal projects in Queensland and New South 
Wales, with aggregate values estimated to be in excess of  $400 million. 
 
Neither of these opinions as to valuation is considered relevant for the present report. 
 
No prior assessments or valuations have previously been prepared for the WPG mineral project interests reviewed in 
Sections 6.1 to 6.6. 
 
7.2 Other Indicators of Valuation from the Junior Iron Ore Sector 
 
According to the estimates of iron ore resources being acquired by SI, as set out in Sections 4.3 and 5.3, there are 
estimated mineral resources of 14 million tonnes at Peculiar Knob and 580 million tonnes at Hawks Nest.  SI is 
acquiring a total of 594 million tonnes of iron ore resources. 
 
Centrex Metals Limited (“Centrex”) issued a prospectus dated 1 May 2006, leading to the raising of $8 million in an 
IPO, with the Centrex shares recently listed on ASX.  It has a current market capitalisation of $34.0 million and 
negligible cash as at 30 June 2006. Centrex has eight project areas in the Eyre Peninsula South Australia, all noted 
as being prospective for iron ore.  Within Table 1 in the Independent Geologist’s Report in the Centrex prospectus, 
there are listed five haematite BIF mineral resources totalling 25.4 million tonnes and six magnetite BIF mineral 
resources totalling 231.2 million tonnes.  All of the 256.6 million tonnes of estimated resources are in the inferred 
category.  There is no clear development concept or any preliminary estimate of costs.  The corporate value of $34.0 
million is equivalent to $0.13 per tonne of iron ore resource.  As one point of reference for the assessment of potential 
fair market valuation for the SI projects, which include a total of 594 million tonnes of resources, if a unit value 
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multiplier of $0.13 per tonne was applied, the result would be a value of $77.2 million.  In the opinion of N H Cole and 
Associates Pty Ltd, such a derived value estimate reflects perhaps a much higher level of optimism and confidence in 
the Centrex project areas, than a consideration of fundamental value based on iron ore project development 
economics.  The Centrex areas are assessed as less well advanced than the SI iron ore project areas, but Centrex 
has the benefit of Asian iron ore product offtake shareholder relationships. 
 
Ferraus Ltd (“Ferraus”) has recently advanced two of its iron ore prospects in the Pilbara region, within the Marra 
Mamba Formation.  The Robertson Range project has an inferred resource of 16.3 million tonnes at 56.8 per cent 
iron, which resource was estimated without the application of any cut-off grade.  It also appears to have attractive 
exploration potential and, subject to the negotiation of infrastructure access agreements, for DSO export potential 
through the port of Dampier.  Net of $1.53 million cash held at 30 June 2006, Ferraus has a market capitalisation of 
$36.9 million, which is equivalent to $2.26 per tonne of inferred resources. 
 
Murchison Metals Ltd (“MML”) is developing the Jack Hills project, 380 kilometres north-east of Geraldton as a 
haematite DSO project, based on a partly measured and mainly inferred resource of 67.2 million tonnes at a grade of 
62 per cent iron., within which there is a probable DSO ore reserve.  MML has a market capitalisation, net of cash as 
at 20 June 2006, of $212.4 million, which is equivalent to $3.16 per tonne of resources.  MML has offtake contracts 
with three Chinese steel mills, with prepayments.  It is preparing for ore shipments in the next two months at an initial 
rate of 1.5 million tonnes per annum, with a low stripping ratio, high freight costs, a 2:1 lump to fines product  mix and 
total cash costs estimated at about A$55 per tonne of DSO. 
 
The Ferraus and MML market analogues indicate values of $2.26 and $3.16 per tonne of iron ore DSO resources 
respectively. 
 
7.3 Fair Market Valuation Assessments for SI and WPG Projects 
 
A relevant point of reference for valuation purposes is the consideration for the purchase of the Peculiar Knob and 
Hawks Nest tenements, agreed between the vendor and SI.  Assuming a mining lease is eventually granted over the 
Hawks Nest area, the total consideration which will have been paid by SI is $1.1 million plus 10 per cent of the voting 
shares in SI, plus royalty obligations.  While this consideration was negotiated on a willing-buyer, willing-seller basis, it 
appears that the vendor did not necessarily act “knowledgeably”10, which may have led the SI being able to secure the 
basis for an acquisition favourable to SI. 
 
From conclusions drawn in Sections 4.7 and 5.4, the aggregate of the technical valuations derived for the two DSO 
projects at Peculiar Knob and Buzzard is $28 million to $35 million.  For fair market valuation assessment, having 
regard to risks and uncertainties for such project developments, but especially that nothing more than conceptual 
studies have been undertaken to date, it is the opinion of N H Cole and Associates Pty Ltd that the attributable fair 
market value for the two DSO projects is presently within the range of $12 million to $15 million, ie approximately 43 
per cent of the technical valuation range.  This is a subjective assessment of values, having regard for the current 
level of uncertainty about the form, permitting, timing and economic viability of potential future developments and the 
fact that neither of the DSO projects has any quantified ore reserve estimates, although both of the DSO projects do 
have quantified mineral resources, referred to in Sections 4.3 and 5.3. 
 
In relation to the SI projects estimated 20.7 million tonnes of DSO mineral resources, the fair market valuation range 
of $12 million to $15 million is equivalent to $0.58 to $0.72 per tonne of resources.  N H Cole and Associates Pty Ltd 
holds the opinion that there is scope for such unit values to be enhanced, through further early work on the SI 
projects, towards the higher unit valuation levels indicated in Section 7.2 for the Ferraus and MML projects. 
 
In recognition of a very large magnetite project resources inventory in several of the Hawks Nest prospects, it is 

 
10  Definition D43 of the Valmin Code covering fair value refers to “each party acting knowledgeably, prudently and without 

compulsion.” 
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considered reasonable to ascribe an “option value” for the possibility of some form of future development option 
emerging.  In fair market valuation terms, this additional value is considered to lie in the range of $2 million to $4 
million. 
 
In aggregate terms, the fair market valuation for the SI projects is assessed in the range of $14 million to $19 million, 
with a preferred value of $16 million. 
 
As indicated above, there is considerable scope for the assessed current SI projects fair market valuation to 
appreciate as the projects are advanced in terms of mineral resources and ore reserves, and through successive 
stages of feasibility studies. 
 
As shown in Section 6.7, the assessed fair market valuation for WPG’s mineral exploration portfolio is in the range of 
$1.2 million to $2.2 million, with a preferred value of $1.5 million. 
 
 
8.  VERIFICATION OF TENEMENTS AND TITLES 
 
By its report dated 11 August 2006, AMTS Pty Limited (“AMTS”) in the capacity of an independent tenement specialist 
firm as required by Paragraph 67 of the Valmin Code, has reported to N H Cole and Associates Pty Ltd in satisfactory 
terms that all of the interests held by SI and WPG are in good standing. In keeping with the Valmin Code definition of 
a Specialist, the principal of AMTS has the relevant levels of independence, competence and experience.  That 
principal is not a member of any professional association having an enforceable code of ethics, but has been retained 
because of the special circumstance that tenement specialists known to the undersigned are not normally members of 
any such associations.  AMTS has consented in writing to the form and context in which the foregoing references to 
the report of AMTS have been made.  
 
The SI tenements in South Australia comprise one exploration licence and one retention lease in respect of which, if 
operations are planned on any crown lands within the tenement areas, the Provisions of Section 9B of the Mining Act 
1971 must be addressed.  The WPG exploration areas, as described in Section 6, are subject to the relevant heritage 
and cultural preservation legislation such that archaeological and sacred sites will be protected from unauthorised 
disturbance. 
 
 
9. STATEMENT OF CAPABILITY 
 
The undersigned is a Fellow and past Councillor of The AusIMM, and a past Fellow of the Securities Institute of 
Australia with experience of more than 20 years in the financial analysis, valuation, and investment appraisal of 
resources projects.  Specifically, more than 100 separate projects have been assessed or valued, the majority of 
which have related directly to the determination of a consideration which could fairly or reasonably be paid by 
interested purchasers for mining or mineral projects or project interests.  The undersigned previously has been 
responsible for the provision of independent expert reports in the assessment of takeover bids or other proposals 
involving resources companies, as required under corporate regulatory guidelines and ASX Listing Rule requirements 
for independent expert valuation and assessment opinions.  The undersigned is responsible for and is a contributor to 
all sections of this report. 
 
Mr G J Jones, Director, Technical of WPG, participated in and contributed to the technical assessments described in 
Sections 6.1 to 6.6.   He has the relevant experience to act in the capacity of a Competent Geologist according to the 
definition in the AusIMM Valmin Code, and has consented in writing to the form and context in which the technical 
assessments to which they have contributed have been used in deriving the valuations of the WPG Exploration Areas 
referred to in Section 6.7 above.  
 
 



Valuation of the Mineral Project Interests of Southern Iron Pty Ltd and Western Plains Gold Limited 14 August 2006 
N H Cole and Associates Pty Ltd  Page 30 
 
 
10. PRIOR INVOLVEMENT AND INDEPENDENCE 
 
N H Cole and Associates Pty Ltd and the undersigned are independent of SI and WPG.  N H Cole and Associates Pty 
Ltd will receive a fixed professional fee plus reimbursement for out of pocket costs for the preparation of this report, 
payment for which is not contingent on the outcome of the proposed transaction.  There is no pecuniary or other 
interest which could reasonably be regarded as being capable of affecting the independence of N H Cole and 
Associates Pty Ltd or the undersigned. 
 
N H Cole and Associates Pty Ltd and the undersigned, and members of his immediate family have no interest or 
entitlement in the securities of SI or WPG, or in the any of the project areas the subject of this report, and have had no 
prior client relationship with SI or WPG. 
 
 
11. LIMITATIONS, CONSENT AND DECLARATIONS 
 
This assessment and valuation has been based largely on a detailed examination of information about the mineral 
project interests of SI and WPG, largely on the basis of reports and other information made available by officers of SI 
and WPG.  The statements and opinions contained herein are given in good faith and represent our own independent 
assessment of the information provided.  All of such information has been presented in a professional manner and is 
believed to be true, complete as to material details and not misleading. 
 
The assistance provided by SI, WPG and their officers in facilitating the preparation of this report is acknowledged.  
The work undertaken for the purpose of this report in no way constitutes a technical audit of any of the project 
interests reviewed. 
 
N H Cole and Associates Pty Ltd has been indemnified by WPG in respect of any consequential damages, costs and 
expenses arising from the circulation or use of this report other than from proven wilful misconduct or negligence. 
 
An advanced draft copy of this report was submitted to SI and WPG for comment as to any errors of fact or 
misunderstandings or misinterpretations, or substantive disagreements as to the assumptions made explicitly or 
implicitly in this report, but expressly not in relation to the valuation methodology or valuation conclusions drawn in the 
report.  No substantive changes to this report have been made as a result of the review by SI and WPG.  
 
N H Cole and Associates Pty Ltd and the undersigned hereby consent to the form and context in which references to 
this report are made within the Independent Expert Report of HLB MJ Corporate to which a copy of this report is 
appended. 
 
The undersigned hereby declares that this report has been prepared independently and in accordance with the Valmin 
Code.  The undersigned further declares that he is a Corporate Member of The Australasian Institute of Mining and 
Metallurgy, and is subject to the Codes of Ethics of that body. 
 
 
Yours faithfully 
N H Cole and Associates Pty Ltd 
 
 
N H Cole 
 
 
N H Cole 
B E (Hons), FAusIMM, MCIM 
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Principal and Managing Director 
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FORM OF PROXY 

 
 

SHARE REGISTRAR: 
Registries Limited 
Facsimile: 02 9279 0664  
Mail or delivery: Level 12, 28 Margaret Street, Sydney, New South Wales, 2000.  
 
I/We 

(Full name in block letters) 
of 

(Address) 
being a member of Western Plains Gold Ltd hereby appoint: 

Name 
 

Address 

or failing that person: 

Name 
 

Address 

or failing that person, the Chairman of the meeting as my/our proxy/proxies to vote for me/us and 
on my/our behalf at the General Meeting of this Company to be held at the The Menzies Hotel, 
Level 1, 14 Carrington Street Sydney on 26 October 2006 commencing at 11:00am and at any 
adjournment thereof. 

Proxy Voting Instructions 
If the Chairman of the meeting is appointed as your proxy, or maybe appointed by default 
and you do not wish to direct your proxy how to vote as your proxy in respect of a 
resolution, please place a mark in the box.  

By marking this box, you acknowledge that the Chairman of the meeting may exercise your proxy even if 
he has an interest in the outcome of the resolution/s and that votes cast by the Chairman of the meeting 
for those resolutions other than as proxy holder will be disregarded because of that interest. 

If you do not mark this box, and you have not directed your proxy how to vote, the Chairman will not cast 
your votes on the resolution and your votes will not be counted in calculating the required majority if a poll 
is called on the resolution. 

If the Chairman of the meeting is voting as your proxy, he intends to vote any undirected proxies held 
on the item of business in favour of the resolution on that item of business. 

Signature of shareholder (companies to execute  
under seal or director’s signature if applicable) 
 

Dated this day of 2006 
 

If you desire to direct your proxy/proxies how to vote, please insert X in the appropriate box.  If you do 
not direct your proxy/proxies they may vote as they think fit or may abstain from voting. 
 



 
 

 

BUSINESS For Against Abstain 

Resolution 1 – Approval of Agreement for Sale and Purchase     
Resolution 2 – Change of Company Name    
Resolution 3 – Election of Mr Heath Roberts as a Director    
Resolution 4 – Issue of Options to Mr Heath Roberts    
Resolution 5 – Issue of Options to Mr Gary Jones    
Resolution 6 – Issue of Options to Mr Bob Richardson    
Resolution 7 – Increase in Limited on Non-Executive Directors’ Fees    
Resolution 8 – Ratification of an Issue of Shares     
Resolution 9 – Approve an Issue of Shares (underwriting $2 million SPP)    
 
 
 
 

  
 



 
 
 
 
 
 
 

Western Plains Gold Ltd 
ABN 51 109 426 502 

 PO Box N239, Grosvenor Place NSW 1220, Australia 
 Level 11, Kyle House, 27-31 Macquarie Place, Sydney, NSW Australia 

 Telephone (+612) 9247 3232 
 Facsimile (+612) 9247 3434 

 Email info@westernplainsgold.com.au 

 
 
 
21 September 2006 
 
 
 
 
 
Dear WPG Shareholder 

 
Share Purchase Plan Offer 

 
The Directors of Western Plains Gold Ltd (WPG or the Company) are pleased to confirm, as 
announced recently to the ASX, that the Company is undertaking a Share Purchase Plan (SPP) Offer 
to existing shareholders.  This letter and the attached documents are important and should be given 
your full consideration. 
 
 
Western Plains Gold Ltd - Update 

 
WPG listed on the ASX just over a year ago, in August 2005.  Since listing, the Company has 
aggressively explored its gold and base metal exploration projects, which are, predominately, located 
in the Lachlan Fold Belt and Broken Hill areas of New South Wales. The Company has drilled four 
diamond core holes on two prospects for 1,244 metres, 15 RC percussion holes on two prospects for 
1,587 metres and 1,382 RAB and aircore drill holes on 11 prospects for a total of 6,862 metres.  In 
addition, the Company has mapped six prospects in detail, carried out two ultra-detailed aeromagnetic 
surveys and a series of other geochemical and geophysical studies. 
 
This exploration work has been successful in advancing and improving a number of the project areas. 
 
Whilst carrying out this exploration, the Board has remained cognisant of the benefits of pursuing new 
project acquisitions.  It was thus with pleasure that the Board announced, on 24 August 2006, the 
proposed acquisition of Southern Iron Pty Ltd (Southern Iron). 
 
Southern Iron has secured the rights to the Peculiar Knob and Hawks Nest tenements located to the 
north-west of the Olympic Dam and Prominent Hill mines in South Australia. The Peculiar Knob 
project contains a shallow, inferred resource of 14 million tonnes of iron mineralisation averaging 
63.2% iron with low impurities, particularly phosphorous.  This deposit constitutes a direct shipping 
ore (DSO) project.  Separately, the Hawks Nest project contains additional DSO potential at the 
Buzzard and Kite prospects and large, lower grade magnetite deposits, which will be the subject of 
further exploration and feasibility studies. 
 
 
 
 
 
 



Western Plains Gold Ltd  Share Purchase Plan - Offer 
 
 
 

The location of the Peculiar Knob and 
Hawks Nest tenements is shown on the 
diagram to the left.  The Company’s ASX 
release dated 24 August 2006, a copy of 
which was mailed to all WPG 
shareholders, contains additional 
information in relation to the Peculiar 
Knob and Hawks Nest projects, and the 
terms of the acquisition. 
 
Subject to shareholders’ approval of the 
acquisition at a forthcoming general 
meeting, WPG proposes to move to a 
two-pronged development program for 
Peculiar Knob, consisting of an infill 
resource drilling program, to upgrade the 
current DSO inferred resource into 
reserve category, and simultaneously to 
commence a bankable feasibility study 
(BFS) with the objective of commencing 
DSO mining at Peculiar Knob during the 
first half of (calendar) 2008.  In tandem, 
the Company will commence a detailed 
exploration program over the Hawks Nest 
project area, targeting both the short-
medium term potential of the additional 
DSO iron resources there, and the longer 
term potential of the large magnetite 
deposits. 
 

A shareholders’ meeting will be convened for 26 October 2006 to consider a range of resolutions, 
including the acquisition of Southern Iron. These resolutions include approval for an underwriting of 
the SPP subject of this letter and the attached documents. 
 
Invitation to Participate in the Western Plains Gold Share Purchase Plan (SPP) 

The WPG Board of Directors has decided to make an offer under its SPP to existing shareholders.  
This Offer entitles those eligible shareholders in the Company, irrespective of the size of their 
shareholding, to purchase up to $5,000 worth of WPG shares directly from the Company.  An 
Application Form is enclosed, should you wish to participate.  
 
The SPP Offer is made to eligible shareholders at a price of $0.20 (20 cents per share), which 
represents a 23% discount to the Company’s volume weighted average trading price over the 
month ended 18 September 2006 ($0.259 or 25.9 cents). 
 
Funds received under the SPP Offer will be capped at a maximum aggregate of $2 million.  In the 
event that the SPP Offer is oversubscribed, applications will be dealt with on a “first-come, first-
served” basis.  If fully subscribed, the Offer under the SPP will raise approximately $2 million through 
the issue of 10 million WPG shares.  As noted above, the Board is particularly pleased to advise that 
Veritas Securities Limited has agreed to underwrite the SPP Offer, up to a maximum of $2 million. 
 
The SPP offers a useful benefit in that it provides an opportunity for smaller shareholders to round up 
the size of their holdings to above a marketable parcel of shares ($500 worth).  Additionally, the SPP 
Offer does not entail the significant time delays and costs of lodging a prospectus and enables existing 
shareholders to purchase WPG shares free from stamp duty and brokerage. 
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WPG shareholders (currently numbering approximately 405) who were recorded on the share register 
at 5:00pm on Monday, 18 September 2006 (the Record Date for the SPP Offer) are entitled to 
participate in the SPP Offer.  The SPP Offer closes at 5.00pm on 30 October 2006.  The Directors 
reserve the right to extend the SPP Offer. 
 
Each WPG Director intends to take up his maximum allocation of A$5,000 worth of shares under the 
SPP Offer. 
 
Use of Funds 

The funds to be raised through the SPP Offer (assuming full subscription, either by way of application 
or underwriting of $2 million), in addition to the Company’s recent placement raising (approximately 
$750,000) and existing cash at bank ($900,000) will bring the Company’s total cash at bank (net of 
trade creditors and capital raising costs) to approximately $3.53 million.  These monies will be used to 
advance the Peculiar Knob and Hawks Nest projects and to continue exploration on the Company’s 
existing gold and base metal projects. 
 
How to participate 

If you would like to participate in the SPP Offer, please return your completed Application Form 
(attached), together with your cheque representing the purchase price for the number of shares applied 
for.  Your Application Form must be received on or before the closing date of 30 October 2006.  
 
Please note that the maximum investment under the SPP Offer per shareholder is $5,000 (representing 
25,000 shares at a purchase price of $0.20 per share).  The minimum number that can be applied for is 
5,000 shares at a total cost of $1,000.  Shareholders may apply for the number of shares between the 
maximum and the minimum as set out on the attached Application Form. 
 
The shares subscribed for will be issued, and quotation of the shares on ASX applied for, on or around 
2 November 2006. 
 
A full copy of the Terms of the SPP Offer is available in PDF format on the Company’s website.  If 
you have any questions, please call Registries Limited on 02 9290 9600. 
 
Your Directors believe the SPP Offer provides all shareholders with an excellent opportunity to buy 
additional shares in the Company at $0.20, which compares favourably with the ASX market price 
over recent months.  We look forward to your participation in the SPP Offer at this exciting time for 
the Company and its exploration and development activities. 
 
 
Yours sincerely 
Western Plains Gold Ltd 

 
Heath L Roberts 
Company Secretary 
 
c:\my documents\western plains gold\spp\spp letter of offer.doc/rac 
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Share Purchase Plan - Application Form 
Record Date: 18 September 2006 
Offer Closes:  30 October 2006  
Purchase Price: $0.20 per share 

 
 
 
<ADDRESS1>              SUB-REGISTER 
<ADDRESS2>                  <ISSUER SPONSORED / CHESS> 
<ADDRESS3> 
<ADDRESS4>            HIN/SRN 
<ADDRESS5>                <NO.> 
<ADDRESS6> 
 

      <BARCODE> 
 
 
A Offer Choice and Payment Details 
 
Indicate your choice below by marking one box only 
 
 
 
 

Offer A 
5,000 shares 
A$1,000.00 

 Offer B 
10,000 shares 
A$2,000.00 

 Offer C 
15,000 shares 
A$3,000.00 

 Offer D 
20,000 shares 
A$4,000.00 

 Offer E 
25,000 shares 
A$5,000.00 

 
Record cheque details below 

Drawer Cheque 
Number 

BSB 
Number 

Account No. Amount A$ 

 
 

    

 
 

    

 
PAYMENT INSTRUCTIONS: 
• Only cheques or bank drafts in Australian dollars and drawn on a bank or financial institution in Australia will be accepted.  

Your cheque or bank draft must be made payable to “Western Plains Gold Ltd New Issue Trust Account”.  Please ensure 
that you submit the correct amount.  Incorrect payments may result in your application being rejected. 

• Payments must be made via cheque accompanying the Application Form. 
• Cash will not be accepted via the mail or at the Western Plains Gold Share Registry. 
• Payments cannot be made at any bank. 
 
B Contact Details 
 
Please provide a telephone number and contact name in case we need to contact you regarding your application. 
 
Home telephone number Work telephone number Contact name 
 
 

  

 
C Declarations and Acknowledgments 
 
By lodging this form with your cheque you acknowledge and confirm that you have read, understood and agreed to the terms and 
conditions of the Western Pains Gold Share Purchase Plan (SPP).  Western Pains Gold may settle in any manner it deems appropriate, 
any dispute or anomalies which may arise in connection with or by reason of the operation of the SPP, whether generally or in relation to 
any applicant or application of shares.  The decision of Western Pains Gold will be conclusive and binding on all persons to whom the 
determination relates.  Western Pains Gold reserves the right to waive compliance with any provision of the SPP terms and conditions.  
The Directors reserve the right to withdraw the offer of shares under the SPP, or reduce the amount of shares that may be subscribed for 
under the spp in any manner, at any time prior to allotment.  Any excess application moneys will be refunded.  No interest will be paid on 
any refunded application money. 
 
NO SIGNATURE IS REQUIRED ON THIS FORM   THIS OFFER IS NON-RENOUNCEABLE 
 
Application Forms and cheques must be received no later than 5.00 pm (Sydney time) on 30 October 2006 at: 
 

MAILING ADDRESS 
Registries Limited 
PO Box R67 
Royal Exchange 
SYDNEY NSW 1223 

DELIVERY ADDRESS 
Registries Limited 
Level 2 
28 Margaret Street 
SYDNEY NSW 2000 

 
You should allow sufficient time for this to occur.  The postal acceptance rule does not apply to the SPP. 
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