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IMPORTANT NOTICES
This Prospectus is dated 8 December 2020 and was lodged with the ASIC on that date.
The ASIC, and its officers take no responsibility for the contents of this Prospectus or the
merits of the investment to which this Prospectus relates.
No Shares may be issued on the basis of this Prospectus later than 13 months after the date
of this Prospectus.
Offers under this Prospectus are made for and on behalf of the Company by Argonaut
Securities Pty Ltd, holder of AFSL No. 274099 (Authorised Intermediary) under an
intermediary authorisation arrangement pursuant to section 911A(2)(b) of the
Corporations Act. The Company will not pay a fee to the Authorised Intermediary with
respect to this arrangement.
No person is authorised to give information or to make any representation in connection
with this Prospectus, which is not contained in the Prospectus. Any information or
representation not so contained may not be relied on as having been authorised by the
Company in connection with this Prospectus.
It is important that you read this Prospectus in its entirety and seek professional advice
where necessary. The Shares the subject of this Prospectus should be considered highly
speculative.
Exposure Period
This Prospectus will be circulated during the Exposure Period. The purpose of the Exposure
Period is to enable this Prospectus to be examined by market participants prior to the
raising of funds. You should be aware that this examination may result in the identification
of deficiencies in this Prospectus and, in those circumstances any application that has
been received may need to be dealt with in accordance with section 724 of the
Corporations Act. Applications for Shares under this Prospectus will not be accepted or
processed by the Company until after the expiry of the Exposure Period. No preference
will be conferred on applications lodged prior to the expiry of the Exposure Period.
Applicants outside Australia
The distribution of this Prospectus in jurisdictions outside Australia may be restricted by law
and persons who come into possession of this Prospectus should seek advice on and
observe any of these restrictions. Failure to comply with these restrictions may violate
securities laws. Applicants who are resident in countries other than Australia should consult
their professional advisers as to whether any governmental or other consents are required
or whether any other formalities need to be considered and followed.
This Prospectus does not constitute an offer in any place in which, or to any person to
whom, it would not be lawful to make such an offer. It is important that investors read this
Prospectus in its entirety and seek professional advice where necessary.
No action has been taken to register or qualify the Shares or the Offer, or to otherwise
permit a public offering of the Shares in any jurisdiction outside Australia. This Prospectus
has been prepared for publication in Australia and may not be released or distributed in
any other jurisdiction including the United States of America.
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Electronic Prospectus
A copy of this Prospectus can be downloaded from the website of the Company at
argonautfundsmanagement.com. If you are accessing the electronic version of this
Prospectus for the purpose of making an investment in the Company, you must be an
Australian resident and must only access this Prospectus from within Australia.
The Corporations Act prohibits any person passing onto another person an Application
Form unless it is attached to a hard copy of this Prospectus or it accompanies the complete
and unaltered version of this Prospectus. You may obtain a hard copy of this Prospectus
free of charge by contacting the Company during office hours.
The Company reserves the right not to accept an Application Form from a person if it has
reason to believe that when that person was given access to the electronic Application
Form, it was not provided together with the electronic Prospectus and any relevant
supplementary or replacement prospectus or any of those documents were incomplete
or altered.
Investment Advice
This Prospectus does not provide investment advice and has been prepared without
taking account of your financial objectives, financial situation or particular needs
(including financial or taxation issues). You should seek professional investment advice
before subscribing for Shares under this Prospectus.
Risks
You should read this document in its entirety and, if in any doubt, consult your professional
advisers before deciding whether to apply for Shares. There are risks associated with an
investment in the Company. The Shares offered under this Prospectus carry no guarantee
with respect to return on capital investment, payment of dividends or the future value of
the Shares. Refer to Section 1 (Part C) and Section 4 for details relating to some of the key
risk factors that should be considered by prospective investors. There may be risks in
addition to these that should be considered in light of your personal circumstances.
Website
No document or information included on the Company’s website is incorporated by
reference into this Prospectus.
Forward-looking statements
This Prospectus contains forward-looking statements which are identified by words such as
‘may’, ‘could’, ‘believes’, ‘estimates’, ‘targets’, ‘expects’, or ‘intends’ and other similar
words that involve risks and uncertainties.
These statements are based on an assessment of present economic and operating
conditions, and on a number of assumptions regarding future events and actions that, as
at the date of this Prospectus, are expected to take place.
Such forward-looking statements are not guarantees of future performance and involve
known and unknown risks, uncertainties, assumptions and other important factors, many
of which are beyond the control of our Company, the Directors and our management.
We cannot and do not give any assurance that the results, performance or achievements
expressed or implied by the forward-looking statements contained in this Prospectus will
actually occur and investors are cautioned not to place undue reliance on these forwardlooking statements.
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We have no intention to update or revise forward-looking statements, or to publish
prospective financial information in the future, regardless of whether new information,
future events or any other factors affect the information contained in this Prospectus,
except where required by law.
These forward-looking statements are subject to various risk factors that could cause our
actual results to differ materially from the results expressed or anticipated in these
statements. These risk factors are set out in Section 1 (Part C) and Section 4.
Enquiries
If you are in any doubt as to how to deal with any of the matters raised in this Prospectus,
you should consult with your broker or legal, financial or other professional adviser without
delay. Should you have any questions about the Offer or how to accept an Offer please
call the Company Secretary on the phone number set out in the Corporate Directory of
this Prospectus.
Definitions
Terms used in this Prospectus are defined in the Glossary in Section 12.
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LETTER TO SHAREHOLDERS
Dear Shareholders,
The purpose of this Prospectus is to raise additional investment funds for AFM Perseus Fund
Limited. The Fund is a specialist investor in the small resources sector, being those resources’
and mining services companies outside the S&P ASX 100 Index.
Under the guidance of a new investment team and a revised investment strategy (since 1
January 2020) the performance of the Fund has been very encouraging.


The NTA per Share of the Fund (unaudited) as at 30 November 2020 was 18.78 cents
(excluding the deferred tax assets equivalent to 18.12 cents per Share), representing
a positive return of 72.0% (increase in NTA) between 1 January 2020 and 30 November
2020.



The Fund has outperformed the S&P ASX Small Resources Index by 60.5% over the
same period.

The Fund is now seeking to raise additional capital via a 1 for 1 entitlement offer to existing
Shareholders at 20 cents per Share. The Offer is partially underwritten by Argonaut Capital
Limited to an amount of $280,000 (with no underwriting fee applicable). The Offer will raise up
to $962,933 and increase the number of Shares on issue from 4,814,664 to a maximum of
9,629,328 Shares.
The Board considers that the Offer represents an attractive investment opportunity:


As at 30 November 2020, the unaudited NTA per Share was 18.78 cents per Share. The
Fund also has deferred tax assets of $872,543 which is no longer recorded on the
balance sheet but is available to be offset against future gains in the Fund’s portfolio.
This equates to a further 18.12 cents per Share based on the current issued capital.



Post the capital raising, and assuming the maximum $962,933 is raised, the NTA per
Share would be 19.08 cents (after the costs of the Offer) and the deferred tax assets
would equate to 9.06 cents per Share, with the total equating to 28.14 cents per Share.
The entitlement offer is priced at a 28.9% discount to this value.



Since 1 October 2019 all management fees, performance fees and Directors’ fees of
the Fund have been suspended. It has been resolved to forego these fees for a further
period to 30 June 2021 to the benefit of Fund investors.



The Board intends to seek Shareholder approval to amend the Management
Agreement to better reflect current market standards to the benefit of its
Shareholders. The proposed amendments will include the following:
o

A reduction in the management fee.

o

A restructure of the performance fee which better aligns the Fund’s
performance to a relevant index rather than a fixed hurdle rate.

o

The introduction of a high-water mark, with an initial high-water mark being
set at no less than 40 cents per Share. As such, the Investment Manager will
not be eligible for a performance fee until the NTA increases from the
current level of 18.78 cents per Share to more than 40 cents per Share – a
minimum uplift of 113%.

The Board believes this proposal better aligns the Fund’s fee structure with how
the Fund performs relative to the sector it is investing in.

5048-02/2567632v3

5



Directors Edward Rigg and David Franklyn intend to subscribe for their full entitlements
(either directly or through entities that they control) under the Offer. David Franklyn
also intends to apply for 100,000 Shares under the Shortfall Offer. Additionally,
Argonaut Capital Limited has agreed to subscribe for its entitlement in full and will
underwrite the offer to a level of $280,000 (with no underwriting fee applicable).

This Prospectus includes details of the Fund, its assets, investment philosophy and strategy, risks
associated with investing, together with an outline of the Fund’s arrangement with the
Investment Manager. I recommend that you consider this document carefully and seek
independent professional advice as required.
I look forward to your participation in the Offer.
Yours faithfully

David Franklyn
Executive Director / Head of Funds Management
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KEY OFFER INFORMATION
Offer


Shareholders who subscribe under the Offer will receive one (1) new Share for
every one (1) existing Share held at a price of 20 cents per Share.



If fully subscribed the Offer will result in the number of Shares on issue increasing
from 4,814,664 to 9,629,328 Shares.



A maximum of $962,933 will be raised under the Offer.



Existing Shareholders can apply for Shares in excess of their Entitlements (with any
oversubscription under the Shortfall Offer being scaled back on a pro-rata basis).



The Directors will have the right to place any remaining Shortfall Shares to new
investors at the Offer price (being 20 cents per Share), in consultation with the
Underwriter (Argonaut Capital Limited) who has underwritten the Offer to a level
of $280,000 (with no underwriting fee applicable).

Timetable1
Lodgement of Prospectus with ASIC
Record Date
Opening Date2
Closing Date
Shortfall Notice Date
Issue of Shares under the Offer
Despatch of holding statements for Shares

Tuesday, 8 December 2020
Wednesday, 9 December 2020
Wednesday, 16 December 2020
Friday, 5 March 2021
Monday, 8 March 2021
Thursday, 11 March 2021
Friday, 12 March 2021

Notes:
1.

The above dates are indicative only and may change without notice. The Company reserves the
right to extend the Closing Date or close the Offer early without prior notice. The Company also
reserves the right not to proceed with the Offer at any time before the issue of Shares to Applicants.

2.

The Opening Date is after expiry of the Exposure Period. The Exposure Period may be extended by
the ASIC by not more than 7 days pursuant to section 727(3) of the Corporations Act. In such event,
the Opening Date would also be extended. Applications for Shares under this Prospectus will not
be accepted or processed by the Company until after the expiry of the Exposure Period. No
preference will be conferred on applications lodged prior to the expiry of the Exposure Period.
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1.

INVESTMENT OVERVIEW
This section is a summary only and not intended to provide full information for
investors intending to apply for Shares offered pursuant to this Prospectus. This
Prospectus should be read and considered in its entirety.

Item
A.

Summary

Further
information

Company and Investment Manager

Who is the issuer of this
Prospectus?

AFM Perseus Fund Limited (ACN 087 023 612)
(Company, Fund or Perseus).

Section 3.1

What is Perseus?

Perseus is an unlisted investment company focussed
on the small resources sector, being those resources
companies and mining service companies outside
the S&P ASX 100 Index.

Section 3.1

Who is the investment
manager

AFM Zeus Pty Ltd (ACN 099 813 073). AFM Zeus Pty
Ltd is a wholly owned subsidiary and Corporate
Authorised Representative (No. 000295119) of
Argonaut Funds Management Pty Ltd (ACN 101 152
863) which holds AFSL No. 224815.

Section 3.5

Perseus seeks to establish and build a portfolio of
small resources and mining services company
investments that aims to deliver an average
annualised return in excess of the S&P ASX Small
Resources Index.

Section 3

B.

Business Model

What are the key
business objectives of
the Company?

The Investment Manager has established a rigorous
investment process and engaged a highly
experienced investment management team to
achieve its objectives.
C.

Key Advantages and Key Risks

What are the key
advantages of an
investment in the
Company?

The Directors are of the view that an investment in
the Company provides the following non-exhaustive
list of advantages:

Section 3

(a) the Company will have sufficient funds to
implement the investment strategy;
(b) the Company has appointed an investment
manager with an experienced investment
team, which has the capability to successfully
implement the investment strategy;
(c) the small resources sector of the market has less
research and market coverage than the
leading listed companies, thus increasing the
prospect of identifying compelling investment
opportunities;
(d) the Company has deferred tax losses available
which can be offset against future gains in the
Fund’s portfolio; and
(e) operating costs will be kept to a minimum with
the Investment Manager and the Fund having
committed to suspend the payment of all
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Item

Summary

Further
information

management fees, performance fees and
Directors fees until 30 June 2021.
What are the key risks
of an investment in
the Company?

Risks associated with an investment in the Company
are detailed in Section 4.

Section 4

In addition to the risks set out in Section 4, key risk
factors include:
(a) Liquidity Risk: The Fund is an unlisted public
company with no redemption facility. It is the
intention to provide investors with a liquidity
event within the next three years. While a
liquidity event is planned for the three year
anniversary of the close of the Offer, the Fund
may not be able to achieve this intention
meaning Shareholders aren’t able to realise
their investment.
(b) Investment Manager and Key Person Risk: The
performance of the Fund is reliant upon the
investment strategies of the Investment
Manager. Implementation of the strategies
may not be possible in all circumstances. There
is also a risk that key members of the Investment
Manager may leave and not be able to be
replaced which could adversely affect the
performance of the Fund and the ability of the
Investment Manager to successfully achieve
the investment objectives of the Fund.
(c) Market Risk: The Fund will be exposed to market
risk. The investment process includes a
systematic evaluation of market risk which may
or may not provide adequate insight into
market trends and movements. The Fund’s
investments are subject to inefficiency,
volatility, unpredictability and/or political
instability, all of which could cause a loss of
capital.

D.

Key Information about the Portfolio and Investment Strategy

What is the
Company’s
investment strategy?

The Company’s portfolio will be constructed in
accordance with the Investment Manager’s
investment strategy and approach which aims to
deliver positive returns to investors while seeking to
preserve capital over the long term.

Section 3.3

The Investment Manager has in place a rigorous
investment management process. Decisions are
based on a three-step investment process. Step One
is a high level assessment of the overall market; Step
Two is a macro assessment of global trends,
favoured commodities and least preferred
operating locations; Step Three consists of specific
micro-company analysis with the focus on its “Five
Bricks” investment analysis system - management,
valuation, financial strength, business strength and
responsible investing.
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Item

Summary

What are the portfolio
investment
parameters and
guidelines?

The Investment Manager adheres to a set of
portfolio guidelines, which includes:

Further
information
Section 3.4

(a) Diversification of 10 - 25 securities depending on
the size of the portfolio.
(b) Focus on ASX listed resources companies being
those resource and mining service-related
companies outside the S&P ASX 100 Index,
including companies within the materials and
energy sector.
(c) Investments may be in micro to small cap (less
than $50 million market capitalisation), to a
maximum of 30% of the portfolio.
(d) Investments may include unlisted securities (to a
maximum of 20% of the portfolio).
(e) Maximum cash weighting of 50% of the
portfolio.

What is the
Company’s valuation
policy?

The portfolio’s NTA is calculated monthly and
notified to Shareholders, using a framework for the
valuation of financial instruments that is consistent
with current industry practice and regulatory
requirements.

Section 3.7

Will the Company
participate in short
selling?

Short selling is not a key focus or strategy of the Fund.
The Investment Manager may engage in short selling
to hedge against risk, however only in very limited
circumstances.

Section 4.3

Short selling can enhance gains or reduce risk in the
portfolio however can also magnify losses. For risks
to the Company associated with short selling, refer
to Section 4.3.
Will the Company use
leverage for trading?

The Company does not intend to use borrowings to
increase the scale of the Company’s portfolio or to
purchase Securities outside of Australia.

Will the Company
trade in derivatives?

No, the Company will not trade in derivative
products.

E.

Key Information about the Company and Investment Manager

Who are the
Directors?

The Board is comprised of:

Section 6.1

(a) Edward Rigg
(b) Glen Colgan
(c) David Franklyn
The profiles of each of the Directors are set out in
Section 6.1.

What are the interests
of Directors in the
Company?

5048-02/2567632v3
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Item

Summary

Does the Board
approve investments?

Board approval is not required for investments
undertaken by the Investment Manager that are in
accordance with the Company’s investment
objectives, strategies, guidelines and permitted
investments agreed from time to time.

Who manages the
portfolio?

The Investment Manager provides investment
management services, in accordance with the
Management Agreement (summarised in Section
8.2).

Further
information

Section 3.5

David Franklyn will have primary responsibility for the
investment decisions of the Investment Manager.
However, the Investment Manager will ensure that
each member of the Investment Committee will be
available to devote the amount of time required for
the Investment Manager to properly perform its
functions as investment manager of the Company.
The Investment Committee is comprised of a
majority of financial professionals, independent of
the Board.
The Board believes that its Directors and the
Investment Manager together bring the required
experience and expertise in funds management,
listed securities and corporate governance to
successfully achieve the investment objectives and
obligations of the Company.
Who is on the
Investment
Committee

The Investment Committee is comprised of:

Section 3.6

(a) Glen Colgan (Chairman)
(b) David Franklyn
(c) Cameron Prunster
(d) Dianmin Chen
(e) Cathy Moises
Refer to Section 3.6 for detailed information
regarding the experience and expertise of each of
the members of the Investment Committee.

What are the key
terms of the
Management
Agreement?

Under the Management Agreement, the Manager
will be responsible for managing the portfolio in
accordance with the investment strategy set out in
Section 3.3 and investment guidelines in Section 3.4.

Section 8.2

Refer to a summary of the Management Agreement
set out in Section 8.2.
The Investment Manager is entitled to be paid
certain fees under the Management Agreement
and to be reimbursed for its expenses in connection
with the acquisition, disposal or maintenance of any
investment or the management of the portfolio.
What fees will the
Investment Manager
receive?

5048-02/2567632v3

In return for the performance of its duties as
manager of the portfolio, the Investment Manager is
entitled to be paid a management fee and

Section 8.2

11

Item

Summary
performance fee in accordance
Management Agreement.

Further
information
with

the

The Investment Manager may, in its sole discretion,
elect to accept lower fees or defer receipt of any
fees from time to time. Any such election does not
affect its right to receive fees in the future.
The Company and the Investment Manager have
agreed to suspend the payment of all management
fees and performance fees until 30 June 2021.
Management Fee

Section 8.2

The Investment Manager is entitled to a
management fee payable monthly based on the
value of the assets in the portfolio and accrues
regardless of the performance of the Fund, noting
that the management fee varies month-to-month in
proportion to the value of the portfolio.
As at the date of this Prospectus, the Company
intends to seek Shareholder approval to revise the
terms of the Management Agreement, in relation to
fees. The proposed changes will result in an overall
reduction in the management fee depending on
the relevant fee band. The current and proposed
management fee bands (excluding GST) are:
Portfolio Value

Current

Proposed

≤ $25m

2% p.a.

1.75% p.a.

$25m - $50m

1.5% p.a.

1.25% p.a.

$50m +

1.00% p.a.

1.00% p.a.

As a worked example, the management fee
payable to the Investment Manager on a Portfolio
Value of $10 million for a 12-month period would be
approximately $200,000 (plus GST), reducing to
$175,000 (plus GST) under the proposed changes.
Management fees will increase if the value of the
Company’s portfolio increases and decrease if the
value of the Company’s portfolio decreases, over
the period.
Performance Fee

Section 8.2

In addition to the management Fee, the Investment
Manager is entitled to a performance fee, payable
annually depending on the performance of the
portfolio over successive financial year periods. The
calculation of the performance fee is explained in
full in Section 8.2.
The current performance fee is 20% of the increase
in the Portfolio Value (subject to capital adjustments)
over the 12-month performance period, above a
hurdle rate of 10%. The current performance fee
structure does not include the application of a highwater mark. In an effort to benefit Shareholders, it is
proposed to amend the performance fee (subject
5048-02/2567632v3
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Item

Summary

Further
information

to Shareholder approval) to 20% of the
outperformance of the Fund relative to the S&P ASX
Small Resources Index over the 12-month
performance period 1 July to 30 June annually,
subject to a high-water mark. The introduction of a
high-water mark seeks to ensure that until any
previous losses incurred by the Fund have been
recovered (following an initial high-water mark
being set), the Investment Manager does not earn a
performance fee. The initial high-water mark for the
period commencing 1 July 2021 will be set at no less
than 40 cents per Share – requiring a 113% increase
in the NTA per Share (from 18.78 cents to 40.0 cents)
before a performance fee becomes payable.
The Board considers that this proposal better aligns
the fee structure with how the Fund performs against
the sector it is investing in. It also ensures a further
performance fee is not earned until the previous
high-water mark is exceeded.
Please refer to Section 8.2 for examples of the
proposed performance fee calculation.
F.

Financial Information

How has the
Company been
performing?

The Fund has performed strongly since 1 January
2020, at which time the new investment team began
to manage the Fund under a revised investment
strategy.

Section 5

In the period 1 January 2020 – 30 November 2020,
the Fund reported an increase in NTA of 72.0% to
18.78 cents per Share (not taking into account the
deferred tax assets). This compared favorably to the
performance of the S&P ASX Small Resources Index
which increased by 11.4% - such that the
outperformance against this index was 60.5% over
this period.
The historical financial information of the Company
for the years ended 30 June 2020, 30 June 2019 and
30 June 2018 is set out in Section 5.
What is the financial
outlook for the
Company?

G.

Any forecast or projected information would contain
such a broad range of potential outcomes and
possibilities that it is not possible to prepare a reliable
best estimate forecast or projection on a reasonable
basis.

Section 5

The offer is a non-renounceable entitlement offer of
(1) new Share for every one (1) Share currently held
by Shareholders at an issue price of $0.20 per Share,
raising a maximum of $962,933.

Section 2.4

The Offer

What is being offered
under the Offer?

The purpose of the Offer is to provide additional
capital in order to implement the investment
objectives of the Company as stated in Part B
above.
5048-02/2567632v3
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Item

Summary

Further
information

The Board believes that on completion of the Offer,
the Company will have sufficient working capital to
achieve its objectives.
Is the Offer
underwritten?

The Offer is partially underwritten by Argonaut
Capital Limited to a level of $280,000 (with no
underwriting fee applicable). Refer to Section 8.1
for a summary of the terms of the Underwriting
Agreement.

Sections 2.3,
3.11 and
8.1

What will the
Company’s capital
structure look like after
completion of the
Offer?

Refer to Section 3.9 for a pro forma capital structure
following completion of the Offer.

Section 3.9

What are the terms of
the Shares offered
under the Offer?

A summary of the material rights and liabilities
attaching to the Shares offered under the Offer is set
out in Section 9.

Section 9

Will any Shares be
subject to escrow?

No Shares will be subject to any escrow.

Will the Shares offered
under the Offer be
quoted?

No, the Shares offered under the Offer will not be
quoted on ASX or any other securities exchange.

Section 2.9

What are the key
dates of the Offer?

The key dates of the Offer are set out in the
indicative timetable in the Key Offer Information
Section of this Prospectus.

Key Offer
Information
Section

Are there any
conditions to the
Offer?

There are no conditions to the Offer.

Important
Notices
Section and
Section 2.2

What is the Shortfall
Offer?

Any Entitlements not taken up pursuant to the Offer
will form the Shortfall Offer.

Section 2.8

The Shortfall Offer is a separate offer made pursuant
to this Prospectus.
The issue price for each Share to be issued under the
Shortfall Offer is $0.20, being the price at which
Shares have been offered under the Offer.
Eligible Shareholders can apply for Shortfall Shares
by following the instructions set out in the Entitlement
and Acceptance Form and investors who are not
Shareholders can apply for Shortfall Shares by
completing a Shortfall Offer Application Form and
provide the Company with payment for those
Shortfall Shares in accordance with the instructions
on the Shortfall Offer Application Form.

5048-02/2567632v3
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Item
H.

Summary

Further
information

Use of Funds

How will the proceeds
of the Offer be used?

Proceeds of the Offer will be used for:

Section 2.4

(a) Fund portfolio investments consistent with the
Company’s business objectives as set out in Part
B of this Section 1;
(b) creditor repayments;
(c) expenses of the Offer; and
(d) working capital.
Further details in relation to the use of funds raised
under the Offer are set out in Section 2.4.

Will the Company be
adequately funded
after completion of
the Offer?

I.

The Directors are satisfied that on completion of the
Offer, the Company will have sufficient working
capital to carry out its objectives as stated in this
Prospectus.

Section 2.4

Additional Information

Is
there
brokerage,
commission or
payable
applicants?

any
duty
by

What are the tax
implications
of
investing in Shares?

No brokerage, commission or duty is payable by
Applicants on the acquisition of Shares under the
Offer.

Holders of Shares may be subject to Australian tax on
dividends and capital gains tax on a future disposal
of Shares subscribed for under this Prospectus.

Section 2.13

The tax consequences of any investment in Shares
will depend upon an investor’s particular
circumstances. Applicants should obtain their own
tax advice prior to deciding whether to subscribe for
Shares offered under this Prospectus.
What are the
corporate
governance principles
and policies of the
Company?

A compliance management system is in place
which includes a Compliance Plan and a
Compliance Committee.

Where can I find more
information?

(a) By speaking to your stockbroker, solicitor,
accountant or other professional adviser; or

Section 7

Key principles include: to act honestly; to exercise an
appropriate degree of care and due diligence; and
to act in the best interests of all Shareholders.
Corporate
Directory

(b) By contacting the Company Secretary.
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2.

DETAILS OF THE OFFER

2.1

The Offer
The Offer is being made as a non-renounceable entitlement issue of one (1) Share
for every one (1) Share held by those Shareholders registered on the Record Date
at an issue price of $0.20 per Share (based on the number of Shares on issue as at
the date of this Prospectus). Fractional entitlements will be rounded down to the
nearest whole number.
Shareholders will only be able to participate in the Offer if they have a registered
address as at the Record Date in Australia (Eligible Shareholders).
Based on the capital structure of the Company as at the date of this Prospectus,
a maximum of 4,814,664 Shares will be issued pursuant to this Offer to raise up to
$962,933. All proceeds less the costs of the Offer and creditor repayments will be
committed wholly to the investment function of the Company (which includes
working capital).
All of the Shares offered under this Prospectus will rank equally with the Shares on
issue at the date of this Prospectus. Refer to Section 9 for further information
regarding the rights and liabilities attaching to the Shares.
The purpose of the Offer and the intended use of funds raised are set out in Section
2.4.
The Offer is non-renounceable. Accordingly, a Shareholder may not sell or transfer
all or any part of their Entitlement.

2.2

Minimum subscription
There is no minimum subscription amount.
The Company will not accept subscriptions in excess of the maximum amount of
Shares that may be issued under the Offer.

2.3

Underwriting
The Offer is partially underwritten by Argonaut Capital Limited. Refer to Section
3.11 for further details on control effects in relation to the underwriting and to
Section 8.1 for a summary of the terms of the Underwriting Agreement.

2.4

Purpose of the Offer and Use of Funds
The Company intends to apply funds raised from the Offer as follows:
Allocation of funds
Fund portfolio investments1

Maximum Subscription ($)
$776,983

Expenses of the Offer2

$30,000

Creditor repayments3

$115,950

Working capital
Total3
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Notes:
1.

The Board intends to use these funds for further investments consistent with the investment
objectives and investment process set out in Sections 3.3 and 3.4.

2.

Expenses of the offer include legal fees, registry fees, ASIC lodgement fees and
Prospectus preparation and distribution costs. Refer to Section 10.5 for further details.

3.

This relates to repayment of outstanding loans from Argonaut Limited and AFM Zeus Pty
Ltd to the Company.

4.

The above table is a statement of current intentions as of the date of this Prospectus. The
Board reserves the right to alter the way funds are applied.

The Directors consider that following completion of the Offer, the Company will
have sufficient working capital to carry out its stated objectives. It should however
be noted that an investment in the Company is speculative and investors are
encouraged to read the risk factors outlined in Part D of Section 1 as well as
Section 4.
2.5

Acceptances
Your acceptance of the Offer must be made on the Entitlement and Acceptance
Form accompanying this Prospectus.
You may participate in the Offer as follows:

2.6

(a)

if you wish to accept your full Entitlement follow the instructions on the
accompanying Entitlement and Acceptance Form for the amount
indicated on your Entitlement and Acceptance Form; or

(b)

if you only wish to accept part of your Entitlement follow the instructions
on the Entitlement and Acceptance Form for the amount of your
Entitlement being accepted. You will be deemed to have taken up that
part of your Entitlement (rounded down to the nearest whole Share)
which is covered in full by your application monies (at $0.20 per Share);
or

(c)

if you wish to accept your full Entitlement and apply for Shortfall Shares
follow the instructions on the Entitlement and Acceptance Form for the
amount indicated on your Entitlement and Acceptance Form plus any
additional Shares you wish to apply for. You will be deemed to have
applied for that number of Shortfall Shares (rounded down to the nearest
whole Share) which in aggregate with your Entitlement is covered in full
by your application monies (at $0.20 per Share); or

(d)

if you do not wish to accept all or part of your Entitlement, you are not
obliged to do anything.

Implications of acceptance
Returning a completed Entitlement and Acceptance Form or paying any
application monies by BPAY® will be taken to constitute a representation by you
that:
(a)

you have received a copy of this Prospectus and the accompanying
Entitlement and Acceptance Form, and read them both in their entirety;
and

(b)

you acknowledge that once the Entitlement and Acceptance Form is
returned, or a BPAY® payment instruction is given in relation to any
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application monies, the application may not be varied or withdrawn
except as required by law.
2.7

Payment by BPAY®
For payment by BPAY®, please follow the instructions on the Entitlement and
Acceptance Form. Please note that should you choose to pay by BPAY®:
(a)

you do not need to submit the Entitlement and Acceptance Form but are
taken to have made the declarations on that Entitlement and
Acceptance Form; and

(b)

if you do not pay for your Entitlement in full, you are deemed to have
taken up your Entitlement in respect of such whole number of Shares
which is covered in full by your application monies.

If you have more than one shareholding of Shares and consequently receive more
than one Entitlement and Acceptance Form, when taking up your Entitlement in
respect of one of those Shareholdings only use the unique customer reference
number (CRN) specific to that Shareholding (being the security reference number
for the issuer sponsored holding) as set out in the applicable Entitlement and
Acceptance Form. Do not use the same CRN for more than one of your
Shareholdings. This can result in your application monies being applied to your
Entitlement in respect of only one of your Shareholdings (with the result that any
application in respect of your remaining Shareholdings will not be valid).
It is your responsibility to ensure that your BPAY® payment is received by the Share
Registry by no later than 5:00pm (WST) on the Closing Date. You should be aware
that your financial institution may implement earlier cut-off times with regards to
electronic payment and you should therefore take this into consideration when
making payment. The Company shall not be responsible for any delays in the
receipt of the BPAY® payment.
2.8

Shortfall Offer
Any Entitlement not taken up pursuant to the Offer will form part of the Shortfall
Offer.
The Shortfall Offer is a separate offer made pursuant to this Prospectus. The issue
price for each Share to be issued under the Shortfall Offer shall be $0.20, being
the price at which Shares have been offered under the Offer.
Eligible Shareholders can apply for Shortfall Shares by following the instructions set
out in the Entitlement and Acceptance Form and in Section 2.5 and investors who
are not Shareholders can apply for Shortfall Shares by completing a Shortfall Offer
Application Form and provide the Company with payment for those Shortfall
Shares by electronic funds transfer in accordance with the instructions on the
Shortfall Offer Application Form.
The Directors reserve the right to issue Shortfall Shares in their absolute discretion.
In the event of oversubscriptions from Eligible Shareholders subscribing for Shortfall
Shares, the Company will scale back applications on a pro-rata basis. The
Company may allocate Shortfall to new investors to the extent not subscribed for
by existing Shareholders, in consultation with the Underwriter.

5048-02/2567632v3

18

2.9

No ASX listing
The Company is not listed on ASX and no application for official quotation on ASX
of the Shares offered pursuant to the Offer is planned to be made.

2.10

Issue
Shares issued pursuant to the Offer will be issued as soon as practicable after the
Closing Date.
Shares issued pursuant to the Shortfall Offer may be issued on a progressive basis.
Where the number of Shares issued is less than the number applied for, or where
no issue is made, surplus application monies will be refunded without any interest
to the Applicant as soon as practicable after the closing date of the Shortfall
Offer.
Pending the issue of the Shares or payment of refunds pursuant to this Prospectus,
all application monies will be held by the Company in trust for the Applicants in a
separate bank account as required by the Corporations Act. The Company,
however, will be entitled to retain all interest that accrues on the bank account
and each Applicant waives the right to claim interest.
Holding statements for Shares issued under this Prospectus will be mailed to
Applicants being issued Shares as soon as practicable after their issue.

2.11

Applicants outside Australia
This Prospectus does not, and is not intended to, constitute an offer in any place
or jurisdiction, or to any person to whom, it would not be lawful to make such an
offer or to issue this Prospectus. The distribution of this Prospectus in jurisdictions
outside Australia may be restricted by law and persons who come into possession
of this Prospectus should seek advice on and observe any of these restrictions.
Any failure to comply with such restrictions may constitute a violation of
applicable securities laws.
No action has been taken to register or qualify the Shares or otherwise permit a
public offering of the Shares the subject of this Prospectus in any jurisdiction
outside Australia. Applicants who are resident in countries other than Australia
should consult their professional advisers as to whether any governmental or other
consents are required or whether any other formalities need to be considered and
followed.
If you are outside Australia it is your responsibility to obtain all necessary approvals
for the issue of the Shares pursuant to this Prospectus. The return of a completed
Application Form will be taken by the Company to constitute a representation
and warranty by you that all relevant approvals have been obtained.

2.12

Nominees and custodians
Shareholders resident in Australia holding Shares on behalf of persons who are
resident in other jurisdictions are responsible for ensuring that applying for Shares
under the Offer does not breach regulations in the relevant overseas
jurisdiction. Return of a duly completed Entitlement and Acceptance Form will be
taken by the Company to constitute a representation that there has been no
breach of those regulations.
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2.13

Taxation
The acquisition and disposal of Shares will have tax consequences, which will differ
depending on the individual financial affairs of each investor.
It is not possible to provide a comprehensive summary of the possible taxation
positions of all potential applicants. As such, all potential investors in the Company
are urged to obtain independent financial advice about the consequences of
acquiring Shares from a taxation viewpoint and generally.
To the maximum extent permitted by law, the Company, its officers and each of
their respective advisors accept no liability and responsibility with respect to the
taxation consequences of subscribing for Shares under this Prospectus.
No brokerage, commission or duty is payable by Applicants on the acquisition of
Shares under the Offer.

2.14

Withdrawal of Offer
The Offer may be withdrawn at any time. In this event, the Company will return all
application monies (without interest) in accordance with applicable laws.
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3.

COMPANY OVERVIEW

3.1

Overview
Perseus is a specialist investor in the small resources and mining services sectors,
being those resource and mining service related companies outside the S&P ASX
100 Index. This includes companies in the materials and energy sectors of the
Australian Securities Exchange along with industrial companies whose activities
involve providing goods or services to the resource sector.
The objective of the Fund is to deliver above average investment returns on a
sustainable basis by adopting a prudent and rigorous investment strategy, and
building an experienced and skilled investment team to implement this strategy.
During the first half of the 2020 financial year the Directors sought to revitalise the
Fund via:


The addition of new directors to the Board. David Franklyn and Glen
Colgan joined the board of Perseus. They add a combined 50 years of
investment market experience to the Company.



A restructure of the Investment Committee. The Fund’s Investment
Committee has been reconfigured with the appointment of David
Franklyn, Glen Colgan, Cathy Moises, Dianmin Chen and Cameron
Prunster. Refer to Section 3.6 for further details.



The implementation of a new investment strategy. The investment
mandate has been expanded to cover those resource companies
outside the S&P ASX 100. The Investment Manager has also implemented
a new three stage investment process for the identification and
evaluation of investment opportunities. This rigorous process driven
approach is expected to result in a stronger investment performance
over time. Refer to Section 3.3 for further details.



A reduction in operating costs. The Board has resolved to significantly
reduce the ongoing operating costs of the Company with commitments
to suspend all Director’s fees, management fees and performance fees
until 30 June 2021.

Following these changes, the new investment team took over investment activities
as from 1 January 2020, being the “restart” date of the Fund. We are pleased to
report that the changes have had an immediate impact on the performance of
the Fund;

3.2



The Fund’s NTA backing per Share increased by 20.5% in the six-month
period to 30 June 2020, and outperformed the S&P ASX Small Resources
Index by 19.8% over this period.



In the eleven months to 30 November 2020, the unaudited NTA has
increased by 72.0%, with the Fund outperforming the S&P ASX Small
Resources Index by 60.5% over this period.

Investment Portfolio
As at 30 June 2020, the Fund’s audited balance sheet consisted of total assets of
$811,942 and net assets of $633,605. Unaudited accounts have been prepared as
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at 30 November 2020, showing an increase in net assets to $904,183 and the net
tangible assets per Share increasing to 18.78 cents.
Total Assets

30 June 2020

30 November 2020
(unaudited)

Cash

$327,938

$158,983

Investments

$480,817

$866,303

Other Assets

$3,187

$23,484

Total Assets

$811,942

$1,048,770

Total Liabilities

$178,336

$144,587

Net Assets

$633,695

$904,183

Shares on Issue

4,814,664

4,814,664

13.16 cents

18.78 cents

$942,894

$872,543

Per Share*

19.58cents

18.12 cents

Total NTA plus Deferred Tax
Assets Per Share

32.74cents

36.90 cents

Net Tangible Assets Per Share
Deferred tax losses (Available
to offset against future gains,
not reported)

* This is based on the current Shares on issue of 4,814,664 and will be diluted by the
entitlement issue. For example, if the Offer is fully subscribed then there will be
9,629,328 Shares on issue and the deferred tax losses available on a per Share
basis will fall to 9.06 cents per Share.
As at 30 November 2020, the Fund was invested as follows:

As at 30 November 2020 the portfolio was 83% invested with major commodity
exposures being to Opportunistic (21%), Gold (18%), Copper (14%) and Nickel
(13%).
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The following top 5 investments accounted for 32% of the portfolio:
IGO Limited
During FY2020 IGO produced over 30,000 tonnes of nickel from its low-cost Nova
nickel project and reported attributable gold production of over 140,000 ounces
from its 30% interest in the Tropicana gold mine. The group holds net cash of $453
million and an expansive exploration and joint venture portfolio including
prospects in the Fraser Range, Paterson and Kimberley regions of Western
Australia and the Raptor and Lake Mackay projects in the Northern Territory.
Capricorn Metals Ltd
Capricorn Metals is developing the Karlawinda Gold Project in the Pilbara region
of Western Australia. First gold production is scheduled for the June quarter 2021
with the mine forecast to produce 110,000 – 125,000 ounces per annum over the
10 year mine life. The group has strong exploration potential which offers the
prospect of mine life extensions, whilst the management team is regarded as one
of the best in the industry.
Odyssey Energy Limited (to be renamed Odyssey Gold Limited)
Odyssey is in the process of transitioning from the USA oil and gas sector to a focus
on the Australian gold sector, having secured the Tuckanarra and Stakewell Gold
Projects in the Murchison region of Western Australia. It will also separately list a
subsidiary company, Peregrine Gold, via an initial public offering on ASX with
Odyssey shareholders receiving a pro-rata in specie distribution equating to 1 cent
per share. Finally, Odyssey will also make a 1 cent per share cash distribution to its
shareholders.
Neometals Limited
Neometals is advancing multiple integrated growth projects in both minerals and
advanced materials that support the battery and energy storage sectors. Its four
major projects are a Lithium-Ion Battery Recycling Project, a Vanadium Recovery
project, A Lithium Refinery Project and the Barrambie Titanium and Vanadium
Project. The group has a strong balance sheet with net cash of over $75 million.
Cooper Energy Limited
Cooper Energy is emerging as a major supplier to the constrained eastern
Australian domestic gas market from its production assets in the Gippsland and
Otway Basins, Victoria. Delays in commissioning the APA owned Orbost Gas
Processing Facility has impacted contract commencement, creating a value
opportunity.
3.3

Investment Process
The Investment Manager has in place a rigorous investment management
process. Decisions are based on a three-step investment process. Step One is a
high level assessment of the overall market; Step Two is a macro assessment of
global trends, favoured commodities and least preferred operating locations;
Step Three consists of specific micro-company analysis with the focus on its “Five
Bricks” investment analysis system - management, valuation, financial strength,
business strength and responsible investing.

5048-02/2567632v3

23

Three Stage Investment Process

MARKET

3.4

Step 1 is to consider where we are in the
market cycle and to factor this into the
portfolio construction process.

MACRO

Step 2 is to consider the key global
economic trends, political factors and
regulatory risks. The Investment Manager
endeavours to then identify favoured
commodity exposures and preferred
investment locations.

MICRO

Step 3 involves a micro assessment of
specific companies based on the “5 BRICKS”
analysis system which evaluates companies
based on Valuation, Management, Business
Strength, Financial Strength and Responsible
Investing criteria.

Portfolio Guidelines and Risk Management Principles
Risk management is a key function of the Investment Manager’s clearly defined
investment process. At the specific company level, the Investment Manager
focuses on its rigorous investment management process to ensure diligent stock
selection.
At the portfolio level, the Investment Manager has a set of portfolio guidelines
(including concentration limits) that must be adhered to. These are detailed
below (with percentages expressed as a percentage of the Fund’s portfolio):
Portfolio Composition

Low

High

Number of Securities in portfolio

10

25

Micro Cap Exposure (Mkt Cap < $50m)

0%

30%

Mining Service Company Exposure

0%

30%

Cash Weighting

0%

50%

Company Exposure (portfolio%) at Purchase

0%

20%

Shareholdings in Investee Companies

0%

20%

Exposure to recognised international exchanges

0%

20%

Short Selling

0%

10%

Unlisted Company Exposure

0%

20%
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Short selling is not a focus of the Fund. The Investment Manager may occasionally
engage in short selling to hedge against risk, however only in very limited
circumstances.
Short selling can enhance gains or reduce risk in the portfolio however can also
magnify losses. For risks to the Company associated with short selling, refer to
Section 4.3.
3.5

The Investment Manager
The Investment Manager of the Fund is AFM Zeus Pty Ltd, which is a wholly owned
subsidiary of Argonaut Funds Management Pty Ltd (ACN 101 152 863).
The directors of the Investment Manager have extensive experience in the
management of funds management businesses and the identification and
evaluation of small companies.
Edward Rigg
Edward is the Chairman of the Argonaut Group of companies (Argonaut). He has
some 30 years’ experience in the investment banking industry covering corporate
advisory, stockbroking and principal investing. Prior to co-founding Argonaut in
2002, Edward was a senior executive of global investment bank, CIBC World
Markets.
Edward has a Bachelor of Business Degree from Curtin University, a Diploma of
Finance and has completed the “Leading Professional Service Firms” course at
Harvard Business School.
Edward is a member of the Australian Institute of Company Directors, a
Responsible Manager under the Australian Financial Services regime, a
Responsible Executive under the ASIC Market Integrity Rules and a Responsible
Officer for Type 1 (Dealing in Securities), Type 4 (Advising on Securities) and Type
6 (Corporate Finance) regulated activities in Hong Kong.
David Franklyn
David is an executive director and Head of Funds Management at Argonaut.
David has over 25 years investment markets experience. This includes almost 10
years as Head of Research of a leading Australian small companies / resources
stockbroker and 10 years as Managing Director and Chief Investment Officer of a
boutique funds management business that operated three managed investment
schemes including a small companies fund. David has also held senior executive
positions in both listed and unlisted companies and has acted as a non-executive
director of a number of ASX listed entities.
David holds a Bachelor of Economics Degree from the University of Western
Australia.
Glen Colgan
Glen is the managing director of Argonaut Securities Pty Ltd. He has more than 30
years’ experience in the financial services sector, in particular the Australian
stockbroking industry. Glen has extensive experience in most facets of share
trading and advisory having worked as a trading floor operator, designated
trading representative, private client advisor and corporate stockbroker.
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Prior to joining Argonaut in 2006, Glen spent six years as Branch Manager of a
successful Goldfields based stockbroking operation, where he gained a detailed
knowledge of the mining and mineral exploration industries. Glen has significant
expertise in the analysis of small and mid-capitalisation resource companies.
3.6

Investment Committee
David Franklyn will have primary responsibility for the investment decisions of the
Investment Manager. However, the Investment Manager will ensure that each
member of the Investment Committee will be available to devote the amount of
time required for the Investment Manager to properly perform its functions as
investment manager of the Company. The Investment Committee is comprised
of a majority of independent financial professionals.
The Investment Committee comprises the following members:
(a)

Glen Colgan (Chairman);

(b)

David Franklyn;

(c)

Cathy Moises;

(d)

Dianmin Chen; and

(e)

Cameron Prunster.

Biographies of Glen Colgan and David Franklyn are set out above.
Cathy Moises
Cathy is an independent member of the Investment Committee. She is a highly
experienced resources analyst, who has primarily covered the gold, base metals
and rare earths sectors over her 30-year career.
Cathy has worked as a senior resources analyst for a number of the major
Australian stockbroking firms over her career, including McIntosh (now Merrill
Lynch), County Securities (now Citigroup) and Evans & Partners where she was a
partner of that firm. More recently she spent a year with Perseus Mining running
their Business Development and Investor Relations area. Following this Cathy
became Head of Research at Patersons Securities.
Dr Dianmin Chen
Dianmin is a mining engineer with more than 35 years’ experience. He has had a
wide range of roles in mining, production and management in Australia, China
and Canada. Dianmin held executive roles with Sino Gold (General Manager),
Citic Pacific Mining (Chief Operating Officer), CaNickel (Chief Executive Officer)
and Northern Goldfields (Managing Director and Chief Executive Officer) and has
served as a Non-Executive Director of publicly listed companies in Australia and
Canada.
Cameron Prunster
Cameron is a private client dealer with Argonaut Securities, providing investment
advice to high net worth individuals. He is a value orientated investor, specialising
in emerging companies with a focus on the resources sector.
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Cameron holds a Bachelor of Commerce and a Diploma of Financial Services
(FINSIA).
3.7

Portfolio Valuation
The portfolio’s NTA is calculated monthly and notified to Shareholders, using a
framework for the valuation of financial instruments that is consistent with current
industry practice and regulatory requirements.
The assets of the Company are valued using market accepted practices to
accurately and independently price all Securities and other assets within the
portfolio from time to time. The value of the portfolio shall be determined by
aggregating the value of each investment forming part of or comprised in the
portfolio and each investment shall be valued in accordance with the following
methodology:
(a)

cash (including income) – the amount of such cash (in Australian dollars);

(b)

Securities – the market value of such Securities determined in
accordance with Australian Accounting Standards (unless otherwise
agreed by the Company and the Investment Manager);

(c)

Pre-IPO Securities – valued lower of cost or based on the most recent
transaction (where appropriate). The value of pre-IPO Securities may be
further discounted if the Manager believes this is appropriate; and

(d)

other investments – if any investment is not included in (a) or (b) above,
the value of that investment determined in accordance with Australian
Accounting Standards.

The Company may request that the value of an investment be determined by a
duly qualified valuer independent of both the Company and the Investment
Manager, which is recommended by the Investment Manager having regard to
the particular type or types of investment which are the subject of the valuation.
3.8

Dividend Policy
It is the intention of the Company to pay annual dividends from the profit,
dividend and interest income its investments generate to the extent permitted by
law and prudent business practice.
The Company intends to introduce a dividend reinvestment plan to allow
Shareholders to re-invest dividends into the company, which will be priced at a
discount to the prevailing NTA per Share.
Any future determination as to the payment of dividends by the Company will be
at the discretion of the Directors and will depend on the availability of distributable
earnings and operating results and financial condition of the Company, future
capital requirements and general business and other factors considered relevant
by the Directors. No assurance in relation to the payment of dividends or franking
credits attaching to dividends can be given by the Company.
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3.9

Capital Structure
The capital structure of the Company following completion of the Offer is
summarised below:
Number
Shares on issue as at the date of this Prospectus

4,814,664

Shares offered pursuant to the Offer

4,814,664

Total Shares on issue after completion of the Offer1

9,629,328

Note:
1.

This assumes the maximum amount is raised under the Offer.

As at the date of this Prospectus, the Company has no Options on issue.
3.10

Substantial Shareholders
Those Shareholders holding 5% or more of the Shares on issue are as follows:
Shareholder

Holding %

Kamira Investments Pty Ltd

15.89%

Alba Capital Pty Ltd

14.78%

SDMO Australia Pty Ltd ATF The Botica Super Fund A/C

11.17%

Argonaut Capital Limited

9.10%

EGR Management Pty Ltd ATF Rigg Super Fund A/C

6.01%

In the event all Entitlements are accepted there will be no change to the
substantial holders on completion of the Offer.
3.11

Underwriting and effects on control of the Company
The Offer is partially underwritten by Argonaut Capital Limited to an amount not
exceeding $280,000. All valid applications to subscribe for Shares under the Offer
(including any entitlements subscribed by Argonaut Capital Limited and EGR
Management) will go in relief of the obligations (if any) of the Underwriter to
subscribe for the Shortfall Shares pursuant to the Underwriting Agreement.
Argonaut Capital Limited and EGR Management Pty Ltd, entities associated with
Mr Edward Rigg, intend to take up their full entitlements under the Offer in the
amounts of 438,104 Shares and 289,518 Shares respectively. A summary of the
material terms of the Underwriting Agreement are outlined in Section 8.1.
Argonaut Capital Limited is a wholly owned subsidiary of Argonaut Limited (ACN
109 326 418), an entity in which Edward Rigg, a Director, is a substantial
shareholder. Edward Rigg is also a director of Argonaut Capital Limited and
Argonaut Limited. The Company is of the view that Edward Rigg (a related party
of the Company) and Argonaut Capital Limited are associates for the purposes
of the Corporations Act and therefore Edward Rigg’s voting power in the
Company will include Shares held by Argonaut Capital Limited and EGR
Management Pty Ltd ATF Rigg Super Fund A/C.
Notwithstanding the relationship between the Underwriter and a director of the
Company, the Board (other than Edward Rigg) considered prior Shareholder
approval to the entry into the Underwriting Agreement was not required on the
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basis that the terms of the agreement are considered to be ‘arm’s length’. In any
event, the Underwriter will not receive a fee for the underwriting.
Edward Rigg presently has a relevant interest in the Shares held by EGR
Management Pty Ltd ATF Rigg Super Fund A/C.
Argonaut Capital Limited is a substantial Shareholder and the extent to which
Shares are issued pursuant to the Underwriting Agreement (depending on the
level of any Shortfall) will increase Argonaut Capital Limited’s voting power (and
by association Edward Riggs’s voting power) in the Company. The Underwriter’s
present relevant interest and changes under various scenarios are set out in the
table below and are based on the assumption that the Underwriter and EGR
Management Pty Ltd ATF Rigg Super Fund A/C take up their full Entitlements under
each scenario.

Total Shares
Voting
Shares Held
Held by
Power of
Shares Held
by Argonaut
Argonaut
Argonaut
by EGR
Capital
Capital Ltd Capital Ltd
Management
Limited
and EGR
and EGR
Management Management

Event

Date of Prospectus
Completion of Entitlement Issue
Fully Subscribed
75% Subscribed(1)
50% Subscribed(2)
25% Subscribed(3)
0% Subscribed(4)

438,104

289,518

727,622

15.11%

876,208
876,208
876,208
876,208
1,444,258

579,036
579,036
579,036
579,036
579,036

1,455,244
1,455,244
1,455,244
1,455,244
2,023,294

15.11%
16.71%
18.93%
21.83%
32.56%

Notes:
1.

Includes subscription for full Entitlements (100%) taken up by Argonaut Capital Limited,
EGR Management Pty Ltd and David Franklyn and subscription for 75% of Entitlements of
all remaining Shareholders.

2.

Includes subscription for full Entitlements (100%) taken up by Argonaut Capital Limited,
EGR Management Pty Ltd and David Franklyn and subscription for 50% of Entitlements of
all remaining Shareholders.

3.

Includes subscription for full Entitlements (100%) taken up by Argonaut Capital Limited,
EGR Management Pty Ltd and David Franklyn and subscription for 25% of Entitlements of
all remaining Shareholders.

4.

Includes subscription for full Entitlements (100%) taken up by Argonaut Capital Limited,
EGR Management Pty Ltd and David Franklyn and subscription for 0% of Entitlements of
all remaining Shareholders.

The Company considers it unlikely that no Shareholders, other than Argonaut
Capital Limited and EGR Management Pty Ltd ATF Rigg Super Fund A/C, will take
up entitlements under the Offer. In addition, the Company is providing a shortfall
facility whereby the Existing Shareholders can apply for Shares in excess of their
Entitlements, which will be placed in priority to the Underwriter.
Notwithstanding the potential contingent control effects demonstrated by the
above worked examples, the Company understands that, based on the facts and
circumstances presently known to it, neither Argonaut Capital Limited nor Edward
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Rigg has any present intention of making any significant changes to the business
or management of the Company.
In addition, Shareholders should note that if they do not participate in the Offer
and other participants take up the respective Shareholders’ entitlement under the
shortfall, their holdings are likely to be diluted by up to 50% (as compared to their
current holdings and number of Shares on issue as at the date of the Prospectus).
Examples of how the dilution may impact Shareholders is set out in the table
below:
Holding as
at Record
date

% at Record
Date

Entitlements
under the Offer

Holdings if
Offer not
taken Up

% post Offer1

Shareholder 1

500,000

10.38%

500,000

500,000

5.19%

Shareholder 2

150,000

3.12%

150,000

150,000

1.56%

Shareholder 3

100,000

2.08%

100,000

100,000

1.04%

Shareholder 4

50,000

1.04%

50,000

50,000

0.52%

Holder

Note:
1.
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The dilutionary effect shown in the table above is the maximum percentage on the
assumption that those Entitlements not accepted are placed under the Shortfall Offer. In
the event all Entitlements are not accepted and some or all of the resulting Shortfall was
not subsequently placed, the dilutionary effect for each Shareholder not accepting their
Entitlement would be a lesser percentage.
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4.

RISK FACTORS

4.1

Introduction
The Shares offered under this Prospectus are considered highly speculative. An
investment in the Company is not risk free and the Directors strongly recommend
potential investors consider the risk factors described below and in the Investment
Overview, together with information contained elsewhere in this Prospectus, and
to consult their professional advisers before deciding whether to apply for Shares
pursuant to this Prospectus.
There are specific risks which relate directly to the Company and its investments.
In addition, there are other general risks, many of which are largely beyond the
control of the Company and the Directors. The risks identified in this section and
in the Investment Overview, or other risk factors, may have a material impact on
the financial performance of the Company and the market price of the Shares.
The following is not intended to be an exhaustive list of the risk factors to which the
Company is exposed.

4.2

Key Risks
The key risks associated with an investment in the Company are set out in Part C
of the Investment Overview of this Prospectus and relate to:

4.3

(a)

Liquidity Risk;

(b)

Investment Manager and Key Person Risk; and

(c)

Market Risk.

Company Specific Risks
(a)

Small Cap Investment Risk
Securities of smaller companies involve greater risk than those of larger,
more established companies. This is because smaller companies may be
in earlier stages of development, may be dependent on a small number
of products or services, may lack substantial capital reserves and/or do
not have proven track records. Small cap companies may be more
adversely affected by poor economic or market conditions or as a result
of poor corporate governance, and may be traded in low volumes,
which may increase volatility and liquidity risks.

(b)

Individual Investment Risk
The Fund may have a single company exposure concentration of 20% of
the portfolio. Individual investments within the portfolio may fail for many
reasons such as changes in the entity’s internal operations, management
or in its business environment.

(c)

Portfolio Investments - Exploration and Development Risk
The Fund invests in companies in the natural resources sector.
Exploration for natural resources by the investee companies involves
significant risk only occasionally providing high rewards. In addition to the
normal competition for tenements and the high costs of discovery and
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development of an economic deposit, factors such as demand and
prices for commodities, stock market fluctuations affecting the access to
new capital, sovereign risk, environmental issues, labour disruption,
availability of project financing, and technical problems all affect the
ability of an investee company to profit from a discovery.
(d)

Short Selling Risk
There are inherent risks associated with short selling. Short selling involves
borrowing Securities which are then sold. If the price of the Securities falls
then the Company can buy those Securities at a lower price to transfer
back to the lender of the Securities. However, if the price of Securities rises
the Company may be required to buy those Securities at a higher price
to transfer back to the lender of the Securities at a significant loss. Short
selling can be seen as a form of leverage and may magnify the gains and
losses achieved in the portfolio. While Short selling may be used to
manage certain risk exposures in the portfolio and increase returns, it may
also have a significantly increased adverse impact on its returns. Short
selling exposes the portfolio to the risk that investment flexibility could be
restrained by the need to provide collateral to the Securities lender and
that positions may have to be liquidated at a loss and not at a time the
Investment Manager wishes.

(e)

Price: NTA Discount to Market
The Shares are not listed on the ASX. It is unlikely that a secondary market
will be available, but should a transfer of Shares be possible, it may occur
at a price significantly different from the most recently stated NTA.

(f)

Fund Risk
Risks particular to the Fund include that the Fund may give different after
tax results from investing individually because of income or capital gains
accrued in the Fund.

(g)

Foreign Exchange Risk
Changes in foreign exchange rates can have an impact directly or
indirectly on individual investment valuations and any returns on foreign
listed securities.

(h)

Industry Risk
There are a number of industry risk factors that may affect the future
operational performance of the Fund. These factors are outside the
control of the Fund. Such factors may include increased regulatory and
compliance costs, unforeseen Government legislation and a fall in
commodity markets.

(i)

Reliance on Key Personnel
The Fund has instructed the Investment Manager to put in place systems
and processes to mitigate the risk of losing key personnel. However the
loss of key personnel both within the Fund and the Investment Manager
could have a negative impact on the Fund.
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(j)

Licensing Requirements
The ability of the Investment Manager to continue to manage the
portfolio in accordance with this Prospectus and the Corporations Act is
dependent on the maintenance of the AFSL the Investment Manager
operates under and its continued solvency. Maintenance of the AFSL
depends, among other things, on the Investment Manager continuing to
comply with the ASIC imposed licence conditions and the Corporations
Act.

(k)

Dividends
Any future determination as to the payment of dividends by the
Company will be at the discretion of the Directors and will depend on the
availability of distributable earnings and operating results and financial
condition of the Company, future capital requirements and general
business and other factors considered relevant by the Directors. No
assurance in relation to the payment of dividends or franking credits
attaching to dividends can be given by the Company.

(l)

Financial Market Volatility
A fall in global or Australian equity markets, global or Australian bond
markets or a rapid change of the value of the Australian dollar against
other major currencies may discourage investors from moving money into
or out of equity markets. This may have a negative effect on the Fund.

(m)

Performance of other Asset Classes
Good performance, or anticipated performance, of other asset classes
can encourage changes in allocations away from equity markets. This
may have a negative impact on the portfolio.

4.4

General Risks
(a)

Economic Risks
The future viability of the Company is also dependent on a number of
other factors affecting performance of all industries including, but not
limited to, the following:
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(i)

general economic conditions in jurisdictions in which the
Company operates;

(ii)

changes in government policies, taxation and other laws in
jurisdictions in which the Company operates;

(iii)

the strength of the equity markets in Australia and throughout the
world, and in particular investor sentiment towards the resources
sector;

(iv)

movement in, or outlook on, interest rates and inflation rates in
jurisdictions in which the Company operates; and

(v)

natural disasters, social upheaval or war in jurisdictions in which
the Company operates.
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(b)

Interest Rate Risk
Changes in interest rates can have an impact directly or indirectly on
investment valuations and returns on any cash deposits held.

(c)

Taxation
The acquisition and disposal of Shares will have tax consequences, which
will differ depending on the individual financial affairs of each investor.
All potential investors in the Company are urged to obtain independent
financial advice about the consequences of acquiring Shares from a
taxation viewpoint and generally.
To the maximum extent permitted by law, the Company, its officers and
each of their respective advisors accept no liability and responsibility with
respect to the taxation consequences of subscribing for Shares under this
Prospectus.

4.5

Investment speculative
The above list of risk factors ought not to be taken as exhaustive of the risks faced
by the Company or by investors in the Company. The above factors, and others
not specifically referred to above, may in the future materially affect the financial
performance of the Company and the value of the Shares offered under this
Prospectus.
Therefore, the Shares to be issued pursuant to this Prospectus carry no guarantee
with respect to the payment of dividends, returns of capital or the market value
of those Shares.
Potential investors should consider that investment in the Company is highly
speculative and should consult their professional advisers before deciding
whether to apply for Shares pursuant to this Prospectus.
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5.

FINANCIAL INFORMATION

5.1

Introduction
This section sets out the Historical Financial Information and the Pro Forma
Historical Financial Information (as defined below, being collectively the Financial
Information). The purpose of the Financial Information is to illustrate the effects of
the proforma transactions outlined in Section 5.6.
All information present in this Section should be read in conjunction with the
remainder of this Prospectus.
The Company’s financial history, including its 2019 and 2020 Annual Reports are
available on its website.

5.2

Basis and method of preparation
The historical financial information has been prepared in accordance with the
recognition and measurement requirements of Australian Accounting Standards
and the accounting policies as detailed in the Company’s 2020 Annual Report.
The pro forma financial information has been derived from the historical financial
information and assumes the completion of the pro forma adjustments as set out
in Section 5.6.
The Financial Information contained in this section of the Prospectus is presented
in an abbreviated form and does not contain all the disclosures that are provided
in a financial report prepared in accordance with the Corporations Act and
Australian Accounting Standards and Interpretations.
The historical audited financial information comprises the following (collectively
referred to as the Historical Financial Information):


the historical Statement of Profit or Loss and Other Comprehensive
Income for the Company for the year ended 30 June 2020 and years
ended 30 June 2019 and 30 June 2018;



the historical Statement of Cashflow for the Company for the year ended
30 June 2020 and years ended 30 June 2019 and 30 June 2018; and



the historical Statement of Financial Position for the Company as at 30
June 2020, 30 June 2019 and 30 June 2018.

The pro forma financial information comprises (collectively referred to as the Pro
Forma Financial Information):


the pro forma statement of financial position, prepared on the basis that
the pro forma adjustments detailed in Section 5.6 had occurred as at 30
November 2020; and



the notes to the Pro Forma Financial Information.
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5.3

Historical Statement of Profit or Loss and Other Comprehensive Income
Audited

Audited

Audited

30 June 2020

30 June 2019

30 June 2018

$

$

$

1,227

97

560

Net gain / (loss) in financial assets held for
trading

(88,445)

(38,581)

(147,372)

Professional and directors fees

(50,859)

(54,852)

(69,228)

Management fee

(4,099)

(16,705)

(21,314)

Other expenses

(6,922)

(3,471)

(3,809)

Insurance

(2,472)

(6,840)

(7,571)

Profit/(loss) before income tax

(151,570)

(120,352)

(248,734)

Income tax benefit/(expense)

Revenue from ordinary activities

-

(876,365)

63,181

Profit/(loss) after income tax from continuing
operations

(151,570)

(996,717)

(185,553)

Profit/(loss) after income tax for the period

(151,570)

(996,717)

(185,553)

-

-

-

-

-

-

-

-

-

(151,570)

(996,717)

(185,553)

Audited

Audited

Audited

30 June 2020

30 June 2019

30 June 2018

$

$

$

Receipts from customers

1,053

-

-

Payments to suppliers and employees

1,760

(17,231)

(114,274)

-

-

-

174

97

560

-

-

-

2,987

(17,134)

(113,714)

832,425

3,416

682,533

(511,324)

(37,625)

(530,533)

321,101

(34,209)

152,000

Other comprehensive income
Net loss from securities available for sale
Income tax (expense) benefit relating to
other comprehensive income
Other comprehensive income for the year
(net of tax)
Total comprehensive income/(loss) for the
year

5.4

Historical Statement of Cashflows

CASH FLOWS FROM OPERATING ACTIVITIES

Dividends received
Interest received
Interest Paid
Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments
Payments for investments
Net cash provided by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid

-

-

-

Amount advanced to associated entity

-

-

-

Net cash used in financing activities

-

-

-

324,088

(51,343)

38,286

3,850

55,193

16,907

327,938

3,850

55,193

Net increase/(decrease) in cash held
Cash at beginning of period
Cash at end of period
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5.5

Historical Statement of Financial Position
Audited

Audited

Audited

30 June 2020

30 June 2019

30 June 2018

$

$

$

327,938

3,850

55,193

Current Assets
Cash and cash equivalents
Other receivables

3,013

2,908

3,465

480,817

890,364

894,736

174

2,125

2,590

811,942

899,247

955,984

Deferred tax assets

0

0

876,365

Total Non-Current Assets

0

0

876,365

811,942

899,247

1,832,349

178,336

114,072

50,457

0

0

0

178,336

114,072

50,457

0

0

0

178,336

114,072

50,457

633,605

785,175

1,781,892

4,674,035

4,674,035

4,674,035

0

0

0

(4,040,430)

(3,888,860)

(2,892,143)

633,605

785,175

1,781,892

Financial assets
Other investments
Total Current Assets
Non-Current Assets

Total Assets
Current Liabilities
Trade and other payables
Provisions
Total Current Liabilities
Non-Current Liabilities
Total Non-Current Liabilities
Total Liabilities
Net Assets
Equity
Issued capital
Reserves
Accumulated losses
Total Equity
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5.6

Historical and Pro-forma consolidated statements of financial position
Proforma
Maximum
Subscription

Audited

Unaudited

30 June 2020

30 November 2020

$

$

$

327,938

158,983

1,091,916(2)

3,013

0

480,817

866,303

Current Assets
Cash and cash equivalents
Other receivables
Financial assets
Other investments
Total Current Assets

866,303

174

23,484

23,484

811,942

1,048,770

1,981,703

0

0

0

811,942

1,048,770

1,981,703

178,336

144,587

144,587

0

0

0

178,336

144,587

144,587

0

0

0

178,336

144,587

144,587

633,605

904,183

1,837,116

4,674,035

4,674,035

5,606,969

0

0

0

(4,040,430)

(3,769,852)

3,769,852

633,605

904,183

1,837,116

4,814,664

4,814,664

9,629,328

0.1316

0.1878

0.1908

Non-Current Assets
Total Non-Current Assets
Total Assets
Current Liabilities
Trade and other payables
Provisions
Total Current Liabilities
Non-Current Liabilities
Total Non-Current Liabilities
Total Liabilities
Net Assets
Equity
Issued capital
Reserves
Accumulated losses
Total Equity

Shares on Issue1
NTA per Share

Notes:
1.

Under the Proforma Maximum Subscription it is assumed that 4,814,664 new Shares are issued.

2.

Costs of the offer are assumed to be $30,000.
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6.

BOARD, MANAGEMENT AND INTERESTS

6.1

Directors and key personnel
As at the date of this Prospectus, the Board comprises the following:
Edward Rigg – B. Bus
Non-Executive Chairman
Edward is the Chairman of the Argonaut Group of companies. He has some 30
years’ experience in the investment banking industry covering corporate advisory,
stockbroking and principal investing. Prior to co-founding Argonaut in 2002,
Edward was a senior executive of global investment bank, CIBC World Markets.
Edward has a Bachelor of Business Degree from Curtin University, a Diploma of
Finance and has completed the “Leading Professional Service Firms” course at
Harvard Business School.
Edward is a member of the Australian Institute of Company Directors, a
Responsible Manager under the Australian Financial Services regime, a
Responsible Executive under the ASIC Market Integrity Rules and a Responsible
Officer for Type 1 (Dealing in Securities), Type 4 (Advising on Securities) and Type
6 (Corporate Finance) regulated activities in Hong Kong.
Edward is a non-executive director of Anova Metals Limited (ASX:AWV).
David Franklyn – B. Econ
Executive Director
David is an Executive Director and Head of Funds Management at Argonaut.
David has over 25 years investment market experience. This includes almost 10
years as Head of Research of a leading Australian small companies / resources
stockbroker and 10 years as Managing Director and Chief Investment Officer of a
boutique funds management business that operated three managed investment
schemes including a small companies fund. David has also held senior executive
positions in both listed and unlisted companies and has acted as a non-executive
director of a number of ASX listed entities.
David holds a Bachelor of Economics Degree from the University of Western
Australia.
Glen Colgan – B Bus, Grad Dip App Fin
Non–Executive Director
Glen is the Managing Director of Argonaut Securities. He has more than 30 years
experience in the financial services sector, in particular the Australian
stockbroking industry. Glen has extensive experience in most facets of share
trading and advisory having worked as a trading floor operator, designated
trading representative, private client advisor and corporate stockbroker.
Prior to joining Argonaut in 2006, Glen spent six years as Branch Manager of a
successful Goldfields based stockbroking operation, where he gained a detailed
knowledge of the mining and mineral exploration industries. Glen has significant
expertise in the analysis of small and mid-capitalisation resource companies
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6.2

Disclosure of Interests
Edward Rigg, Glen Colgan and David Franklyn are also directors of the Investment
Manager. As such, they may be beneficiaries of management fees and
performance fees paid by the Fund to the Investment Manager.
The Directors have agreed to suspend the payment of management and
performance fees until 30 June 2021 and will review the situation annually after
consideration of the scale of the Fund and its operating performance.
Additionally, the Directors are proposing a change to the investment
management fee structure which includes a reduction in the management fee
and a restructuring of the performance fee which better aligns the Fund’s
performance to a relevant index rather than a fixed hurdle rate. The Directors are
seeking to introduce a high-water mark with an initial high-water mark being set
at no less than 40 cents per Share. As such, the Investment Manager will not be
eligible for a performance fee until the NTA increases from the current level of
18.78 cents per Share to more than 40 cents per Share – a minimum uplift of 113%.
Further details in relation to the Management Agreement are provided in Section
8.2.
Interests in Shares
Directors are not required under the Constitution to hold any Shares to be eligible
to act as a Director. As at the date of this Prospectus, the Directors have relevant
interests in Shares as follows:
Director

Shares

Holding %

Mr Edward Rigg1,2

727,622

15.11%

Nil

0%

4,328

0.09%

Mr Glen Colgan
Mr David Franklyn
Notes:
1.

Held by EGR Management Pty Ltd ATF Rigg Super Fund A/C and Argonaut Capital
Limited, entities associated with Mr Edward Rigg.

2.

Mr Edward Rigg and his associates’ voting power in the Company is 15.11%. Refer to
Section 3.11 for further information.

Directors’ (including their associates’) Entitlements and interests in Shares following
successful completion of the Offer are as follows:
Director
Mr Edward Rigg1,2
Mr Glen Colgan
Mr David Franklyn3

Entitlement

Shares

727,622

1,455,244

Nil

Nil

4,328

8,656

Notes:
1.

5048-02/2567632v3

EGR Management Pty Ltd ATF Rigg Super Fund A/C and Argonaut Capital Limited,
entities associated with Mr Edward Rigg, intend to take up their full entitlements under
the Offer.
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2.

Due to the association between Argonaut Capital Limited and Mr Edward Rigg, Mr Rigg’s
interest may increase due to the Underwriting Agreement. A detailed explanation of the
potential outcomes is provided in Section 3.11.

3.

Mr David Franklyn intends to take up his full entitlement under the Offer and also apply
for 100,000 Shares under the Shortfall Offer.

Remuneration
Details of the Directors’ remuneration for the previous completed and the current
financial year (on an annualised basis) are set out in the table below:
Director

Remuneration
for the
year ended
30 June 2018

Remuneration
for the
year ended
30 June 2019

Remuneration
for the
year ended
30 June 2020

Mr Garry Cossill1

$30,000

$30,000

$7,500

Mr Edward Rigg

Nil

Nil

Nil

Mr Michael Price2

Nil

Nil

-

Mr David Franklyn

-

-

Nil

Mr Glen Colgan

-

-

Nil

Notes:
1.

Mr Garry Cossill resigned as a Director on 12 November 2019.

2.

Mr Michael Price resigned as a Director on 1 February 2019. He did not receive any
Directors fees.

The Constitution provides that the remuneration of Non-Executive Directors will not
be more than the aggregate fixed sum determined by a general meeting. The
aggregate remuneration for non-executive Directors is a maximum of $500,000
per annum though may be varied by ordinary resolution of the Shareholders in
general meeting.
The Board of the Company has agreed to suspend Directors’ fees in order to
minimise operating expenses and will review the situation annually.
The remuneration of any executive Director that may be appointed to the Board
will be fixed by the Board and may be paid by way of fixed salary or consultancy
fee.
6.3

Agreements with Directors and Related Parties
The Company’s policy in respect of related party arrangements is:
(a)

a Director with a material personal interest in a matter is required to give
notice to the other Directors before such a matter is considered by the
Board; and

(b)

for the Board to consider such a matter, the Director who has a material
personal interest, is not present while the matter is being considered at
the meeting and does not vote on the matter.
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6.4

Deeds of indemnity, insurance and access
The Company has entered into a deed of indemnity, insurance and access with
each of its Directors. Under these deeds, the Company agrees to indemnify each
officer to the extent permitted by the Corporations Act against any liability arising
as a result of the officer acting as an officer of the Company. The Company is
also required to maintain insurance policies for the benefit of the relevant officer
and allow the officers to inspect board papers in certain circumstances.
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7.

CORPORATE GOVERNANCE

7.1

Board of directors
The Board is responsible for corporate governance of the Company. The Board
develops strategies for the Company, reviews strategic objectives and monitors
performance against those objectives. The goals of the corporate governance
processes are to:
(a)

maintain and increase Shareholder value;

(b)

ensure a prudential and ethical basis for the Company’s conduct and
activities; and

(c)

ensure compliance with the Company’s legal and regulatory objectives.

Consistent with these goals, the Board assumes the following responsibilities:
(a)

leading and setting the strategic direction and objectives of the
Company;

(b)

appointing the Chairman of the Board, Managing Director or Chief
Executive Officer and approving the appointment of executives and the
Company Secretary and the determination of their terms and conditions
including remuneration and termination;

(c)

overseeing the executive’s implementation of the Company’s strategic
objectives and performance generally;

(d)

approving operating budgets, major capital expenditure and significant
acquisitions and divestitures;

(e)

overseeing the integrity of the Company’s accounting and corporate
reporting systems, including the external audit (satisfying itself financial
statements released to the market fairly and accurately reflect the
Company’s financial position and performance);

(f)

overseeing the Company’s procedures and processes for making timely
and balanced disclosure of all material information that a reasonable
person would expect to have a material effect on the price or value of
the Company’s securities;

(g)

reviewing, ratifying and monitoring the effectiveness of the Company’s
risk management framework, corporate governance policies and
systems designed to ensure legal compliance; and

(h)

approving the Company’s remuneration framework.

The Company is committed to the circulation of relevant materials to Directors in
a timely manner to facilitate Directors’ participation in the Board discussions on a
fully-informed basis.
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7.2

Composition of the Board
Election of Board members is substantially the province of the Shareholders in
general meeting. However, subject thereto:
(a)

membership of the Board of Directors will be reviewed regularly to ensure
the mix of skills and expertise is appropriate; and

(b)

the composition of the Board has been structured so as to provide the
Company with an adequate mix of directors with industry knowledge,
technical, commercial and financial skills together with integrity and
judgment considered necessary to represent Shareholders and fulfil the
business objectives of the Company.

The Company’s Constitution provides that the number of Directors shall be not less
than three and no more than ten. There is no requirement for any Shareholding
qualification.
The size of the Board will be reviewed periodically and the optimum number of
Directors required to adequately supervise the Fund’s activities will be determined
within the limitations imposed by the Constitution and as circumstances demand.
The membership of the Board, its activities and composition is subject to periodic
review. The criteria for determining the identification and application of a suitable
candidate for the Board shall include the quality of the individual, background of
experience and achievement, compatibility with other Board members,
credibility within the Fund’s scope of the activities, intellectual ability to contribute
to Board duties and physical ability to undertake Board duties and responsibilities.
The Board undertakes appropriate checks before appointing a person as a
Director or putting forward to Shareholders a candidate for election as a Director.
The Board ensures that Shareholders are provided with all material information in
the Board’s possession relevant to a decision on whether or not to elect or re-elect
a Director.
The Company shall develop and implement a formal induction program for
Directors which allows new directors to participate fully and actively in Board
decision-making at the earliest opportunity, and enable new Directors to gain an
understanding of the Company’s policies and procedures.
7.3

Identification and management of risk
The Board’s collective experience will enable accurate identification of the
principal risks that may affect the Company’s business. Key operational risks and
their management will be recurring items for deliberation at Board meetings.

7.4

Ethical standards
The Board is committed to the establishment and maintenance of appropriate
ethical standards.

7.5

Independent professional advice
Subject to the Chairman’s approval (not to be unreasonably withheld), the
Directors, at the Company’s expense, may obtain independent professional
advice on issues arising in the course of their duties.
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7.6

Remuneration arrangements
The remuneration of an executive Director will be decided by the Board, without
the affected executive Director participating in that decision-making process.
The total maximum remuneration of non-executive Directors is initially set by the
Constitution and subsequent variation is by ordinary resolution of Shareholders in
general meeting in accordance with the Constitution and the Corporations Act,
as applicable. The determination of non-executive Directors’ remuneration within
that maximum will be made by the Board having regard to the inputs and value
to the Company of the respective contributions by each non-executive Director.
The Board has determined to suspend Directors’ fees until 30 June 2021 and will
then review the situation annually.
In addition, a Director may be paid fees or other amounts (i.e. subject to any
necessary Shareholder approval, non-cash performance incentives such as
Options) as the Directors determine where a Director performs special duties or
otherwise performs services outside the scope of the ordinary duties of a Director.
Directors are also entitled to be paid reasonable travelling, hotel and other
expenses incurred by them respectively in or about the performance of their
duties as Directors.
The Board reviews and approves the remuneration policy to enable the Company
to attract and retain executives and Directors who will create value for
Shareholders having consideration to the amount considered to be
commensurate for a company of its size and level of activity as well as the relevant
Directors’ time, commitment and responsibility. The Board is also responsible for
reviewing any employee incentive and equity-based plans including the
appropriateness of performance hurdles and total payments proposed.

7.7

Conflicts of Interest and Trading policy
The Company has in place a conflicts of interest policy to manage conflicts of
interest as they may arise.
The Board has adopted a policy that sets out the guidelines on the sale and
purchase of securities in the Company by its directors, officers, employees and
contractors. The policy generally provides that for directors, the written
acknowledgement of the Chair (or the Board in the case of the Chairman) must
be obtained prior to trading.

7.8

External audit
The Company in general meetings is responsible for the appointment of the
external auditors of the Company, and the Board from time to time will review the
scope, performance and fees of those external auditors.

7.9

Audit committee
The Company will not have a separate audit committee until such time as the
Board is of a sufficient size and structure, and the Company’s operations are of a
sufficient magnitude for a separate committee to be of benefit to the Company.
In the meantime, the full Board will carry out the duties that would ordinarily be
assigned to that committee under the written terms of reference for that
committee, including but not limited to, monitoring and reviewing any matters of
significance affecting financial reporting and compliance, the integrity of the
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financial reporting of the Company, the Company’s internal financial control
system and risk management systems and the external audit function.
7.10

Continuous Review of Corporate Governance
The Directors consider, on an ongoing basis, how management information is
presented to them and whether such information is adequate to enable them to
discharge their duties as Directors of the Company. Such information must be
sufficient to enable the Directors to determine appropriate operating and
financial strategies from time to time in light of changing circumstances and
economic conditions.
The Directors recognise that the Company’s business has inherent risks and that
operational strategies adopted should, notwithstanding, be directed towards
improving or maintaining the net worth of the Company.
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8.

MATERIAL CONTRACTS
Set out below is a summary of the material contracts to which the Company is a
party and which the Directors have identified as material to the Company or are
of such a nature that an investor may wish to have details of particulars of them
when making an assessment of whether to apply for Shares.
The provisions of such material contracts are summarised in this Section 8.

8.1

Underwriting Agreement
The Company has entered into an underwriting agreement with Argonaut Capital
Limited (Underwriting Agreement), with no underwriting fee applicable.
The material terms and conditions of the Underwriting Agreement are summarised
below.
Underwriting
Offer

of

The Company has engaged the Underwriter to underwrite
the subscription of the Shortfall Shares in the amount not
exceeding $280,000 (Underwritten Amount).
All valid applications to subscribe for Shares under the Offer
(including any entitlements subscribed by Argonaut Capital
Limited and EGR Management) will go in relief of the
obligations (if any) of the Underwriter to subscribe for the
Shortfall Shares pursuant to the Underwriting Agreement.
Argonaut Capital Limited and EGR Management Pty Ltd, an
entity associated with Mr Edward Rigg, intend to take up their
full entitlements under the Offer in the amounts of 438,104
Shares and 289,518 Shares respectively. Refer to Section 3.11
for further information.

Fees

The Underwriter will not be paid any fees for underwriting the
subscription of the Underwritten Amount.
The Company has agreed to pay or reimburse the
Underwriter for its expenses in relation to underwriting the
Offer.

Termination Events

5048-02/2567632v3

The Underwriter may terminate its obligations under the
Underwriting Agreement if:
(a)

Prospectus: the Company does not lodge the
Prospectus on the date of lodgement or the Prospectus
or the Offer is withdrawn by the Company; or

(b)

Supplementary prospectus:
(i)

The Underwriter, having elected not to exercise its
right to terminate its obligations under the
Underwriting Agreement, forms the view on
reasonable grounds that a Supplementary
Prospectus should be lodged with ASIC for any of
the reasons referred to in section 719 of the
Corporations Act and the Company fails to lodge
a supplementary prospectus in such form and
content and within such time as the Underwriter
may reasonably require; or

(ii)

the
Company
lodges a supplementary
prospectus without the prior written agreement of
the Underwriter; or
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(c)
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Non-compliance with disclosure requirements:
it
transpires that the Prospectus does not contain all the
information that investors and their professional advisers
would reasonably require to make an informed
assessment of:
(i)

the assets and liabilities, financial position and
performance, profits and losses and prospects of
the Company; and

(ii)

the rights and liabilities attaching to the Shares
forming part of the Offer; or

(d)

Misleading Prospectus: it transpires that there is a
statement in the Prospectus that is misleading or
deceptive or likely to mislead or deceive, or that there
is an omission from the Prospectus (having regard to the
provisions of sections 710, 711 and 716 of the
Corporations Act) or if any statement in the Prospectus
becomes misleading or deceptive or likely to mislead
or deceive or if the issue of the Prospectus is or
becomes misleading or deceptive or likely to mislead
or deceive; or

(e)

Proceedings: ASIC or any other person proposes to
conduct any enquiry, investigation or proceedings, or
to take any regulatory action or to seek any remedy, in
connection with the Offer or the Prospectus, or publicly
foreshadows that it may do so; or

(f)

Unable to issue Shares: the Company is prevented
from issuing the Shares within the time required by the
Underwriting Agreement, the Corporations Act, any
statute, regulation or order of a court of competent
jurisdiction by ASIC, or any court of competent
jurisdiction or any governmental or semi-governmental
agency or authority; or

(g)

Future Matters: any statement or estimate in this
Prospectus which relates to a future matter is or
becomes incapable of being met or, in the reasonable
opinion of the Underwriter, is unlikely to be met in the
projected timeframe; or

(h)

Withdrawal of consent: any person (other than the
Underwriter) who has previously consented to the
inclusion of its, his or her name in the Prospectus or to
be named in the Prospectus, withdraws that consent;
or

(i)

ASIC application: an application is made by ASIC for
an order under Section 1324B or any other provision of
the Corporations Act in relation to the Prospectus, the
Shortfall Notice Date has arrived, and that application
has not been dismissed or withdrawn; or

(j)

ASIC hearing: ASIC gives notice of its intention to hold
a hearing under Section 739 of the Corporations Act in
relation to the Prospectus to determine if it should make
a stop order in relation to the Prospectus or ASIC makes
an interim or final stop order in relation to the
Prospectus under Section 739 of the Corporations Act;
or
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(k)

Indictable offence: a director or senior manager of the
Company is charged with an indictable offence; or

(l)

Termination Events: any of the following events occurs,
and in the reasonable opinion of the Underwriter,
acting in good faith, has or is likely to have a material
adverse effect on the decision of an investor to invest
in the Offer, or on the condition, trading or financial
position and performance, profits and losses, results,
prospects, business or operations of the Company
taken as a whole:
(i)

Default: default or breach by the Company
under the Underwriting Agreement of any terms,
condition, covenant or undertaking;

(ii)

Incorrect or untrue representation:
any
representation, warranty or undertaking given by
the Company in the Underwriting Agreement is or
becomes untrue or incorrect in a material
respect;

(iii)

Contravention of constitution or Act: a material
contravention by the Company or a subsidiary of
the Company (Relevant Company) of any
provision
of
the
Relevant
Company’s
constitution, the Corporations Act, or any other
applicable legislation or any policy or
requirement of ASIC or;

(iv)

Misleading information: any information supplied
at any time by the Company or any person on its
behalf to the Underwriter in respect of any aspect
of the Offer or the affairs of any Relevant
Company is or becomes misleading or deceptive
or likely to mislead or deceive;

(v)

Event of Insolvency: An Event of Insolvency (as
that term is defined) occurs in respect of a
Relevant Company;

(vi)

Judgment against a Relevant Company:
a
judgment in an amount exceeding $100,000 is
obtained against a Relevant Company and is not
set aside or satisfied within 7 days;

(vii)

Litigation: litigation, arbitration, administrative or
industrial proceedings are after the date of the
Underwriting Agreement commenced against
the Company except as disclosed in the
Prospectus;

(viii) Timetable: any date in the indicative timetable
contained in the Key Information Section is not
met for more than five (5) Business Days otherwise
than as the direct result of actions taken by the
Underwriter (unless those actions were requested
by the Company) or the actions of the Company
(where those actions were taken with the prior
consent of the Underwriter); or
(ix)
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Capital Structure: the Company alters its capital
structure in any manner not contemplated by the
Prospectus.
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8.2

Management Agreement
the Investment Manager was appointed by the Fund to manage the portfolio
under a management agreement dated 20 June 2007 (Management
Agreement). As at the date of this Prospectus, the Company intends to seek
Shareholder approval to revise the terms of the Management Agreement, in
relation to management fees and performance fees. The material terms and
conditions of the Management Agreement are set out below and a summary of
the proposed changes in relation to fees is included in the relevant sub-section.
(a)

Term: The Investment Manager’s term commenced on the date of
execution of the Management Agreement and shall continue until it is
terminated in accordance with its terms.

(b)

Powers of the Investment Manager: Subject to the further terms set out in
the Management Agreement, the Investment Manager has absolute
and unfettered discretion to manage the portfolio and to do all things
necessary or desirable in relation to the management of the Fund,
including without limitation:
(i)

investigation of, negotiation for, acquisition of, or disposal of
every investment and proposed investment;

(ii)

to sell, realise or deal with all or any of the investments or to vary,
convert, exchange or add other investments in lieu of those
investments;

(iii)

if any investment is redeemed or the capital on it is wholly or
partly repaid by the entity by which that investment was created
or issued, to convert that investment into some other investment
or accept repayment of the capital paid or advanced on the
investment and any other monies payable in connection with
that redemption or payments and to invest any of those monies;

(iv)

retain or sell any securities or other property received by the Fund
by way of bonus, or in lieu of, or in satisfaction of, a dividend in
respect of any investments from the amalgamation or
reconstruction of any company; and

(v)

to sell all or some of the rights to subscribe for new securities in an
investment, to use all or part of the of the proceeds of sale of
such rights for the subscription for securities or to subscribe for
securities pursuant to those rights.

(c)

Permitted Investments: The Investment Manager is permitted to
undertake investments on behalf of the Fund without the prior approval
of the Board. However, if, in the reasonable opinion of the Investment
Manager, the proposed investment is not in accordance with the
Management Agreement or any other guidelines issued by the
Company, the written approval of the Board is required prior to making
the investment.

(d)

Valuations: The Investment Manager must arrange for the NTA to be
calculated on a pre and post-tax basis as at the last business day of each
calendar month (or at such more frequent times as requested by the
Board) and provide the calculation to the Company.
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(e)

(f)

Management Fee: In consideration for the performance of its duties as
manager of the portfolio, the Fund has agreed to pay the Investment
Manager a monthly fee calculated as follows (exclusive of GST):
(i)

where the Portfolio Value is less than or equal to $25,000,000,
0.16667% per month (equivalent of 2% per annum) of the Portfolio
Value – this is proposed to be reduced to 1.75% per annum; plus

(ii)

where the Portfolio Value is greater than $25,000,000 but less than
or equal to $50,000,000, 0.125% per month (equivalent of 1.5% per
annum) of the Portfolio Value which exceeds $25,000,000 - this is
proposed to be reduced to 1.25% per annum; plus

(iii)

where the Portfolio Value is greater than $50,000,000, 0.08334%
per month (equivalent of 1% per annum) of the Portfolio Value
which exceeds $50,000,000.

Performance Fee:
(i)

The Fund must, during the term, pay to the Investment Manager
a fee in respect of each Performance Calculation Period (as
defined below) of 20% of OP, where OP is calculated in
accordance with the following formula:
OP = EP - (IP x 1.10)
Where:
OP = a dollar value not less than zero and is the amount to be
used in calculating the Performance Fee;
EP = the Portfolio Value on the last day of the Performance
Calculation Period;
IP = the greater of:
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(A)

the Portfolio Value on the last day of the preceding
Performance Calculation Period; or

(B)

the value of the Shares on issue at the start of the
Performance Calculation Period multiplied by the
volume weighted average price of the number of
Shares issued by the Company.

(ii)

If the amount calculated in accordance with the above clause
is negative, then no Performance Fee is payable for that
Performance Calculation Period.

(iii)

Performance Calculation Period means:
(A)

the period from the commencement date under the
Management Agreement;

(B)

for each subsequent period, the period from the first day
after the preceding Performance Calculation period to
30 June of the succeeding year; and
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(C)

if the Management Agreement is terminated, the period
from the first day after the preceding Performance
Calculation Period to the date the Management
Agreement is terminated.

(iv)

In calculation of the performance fee for a Performance
Calculation Period, changes in the Portfolio Value as a result of
non-investment cash flows either positive or negative caused by
the Fund will be disregarded or adjusted for that Performance
Calculation Period in a manner determined by the Fund’s auditor
at the conclusion of that Performance Calculation Period.

(v)

In the event of a dispute as to the amount of the performance
fee, the Fund’s auditor has the power to determine the correct
calculation of the performance fee and the decision of the
auditor will be final and binding on the parties.

The proposed performance fee is 20% of the outperformance of the
portfolio relative to the S&P ASX Small Resources Index over the 12-month
performance period, subject to a high-water mark. The application of a
high-water mark will seek to ensure that until any previous losses incurred
by the Fund have been recovered, the Investment Manager does not
earn a performance fee. The initial high-water mark for the period
commencing 1 July 2021 will be set at no less than 40 cents per Share. As
such, the NTA per Share will need to rise from 18.78 cents to 40.0 cents
before a performance fee will become payable. Examples of how highwater marks work are provided below:
Example 1: Performance above the high-water mark
Assuming an initial Fund NTA of $5,000,000 and a Fund NTA of $5,500,000 at the end of
the 12-month performance period (representing a 10% higher value than at the
beginning):
(a)

As the initial high-water mark is $5,000,000 and the closing NTA is $5,500,000,
there would be an aggregate positive performance of $500,000.

(b)

Assuming the increase in the S&P ASX Small Resources Index over the same
period was 5% (representing a positive performance of $250,000 on a
notional portfolio with an initial value of $5,000,000).

(c)

In this instance, there would be a performance fee payable at 20% of the
outperformance of $250,000 equating to $50,000 for the period given the NTA
is above the high-water mark.

(d)

The high-water mark would become $5,450,000,000 (being the Fund NTA net
of the performance fee paid at the last performance fee calculation date).

Example 2: Performance below the high-water mark
Assuming an initial Fund NTA of $5,000,000 and a Fund NTA of $4,750,000 at the end of
the 12-month performance period (representing a 5% fall in value than at the
beginning):
(a)

As the high-water mark is $5,000,000 and the closing NTA is $4,750,000, there
would be an aggregate negative performance of $250,000.

(b)

In this instance:

(c)
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(i)

there would be no performance fee payable for the period as the
NTA is less than the high-water mark; and

(ii)

the high-water mark remains $5,000,000.

The aggregate underperformance of $250,000 is to be carried forward to the
following 12-month period until it has been recouped in full against future
performance.
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Example 3: Recovering past underperformance against the high-water mark
Following on from Example 2 above, given a high-water mark of $5,000,000, an initial
NTA of $4,750,000, and an NTA that is 15% higher at the end of the subsequent 12month period of $5,462,500:
(a)

The aggregate positive performance above the high-water mark is only
$462,500;

(b)

The aggregate underperformance of $250,000 from the prior performance
period as per Example 2 above, is recouped in full against the current
portfolio performance.

(c)

Assuming the increase in the S&P ASX Small Resources Index over the same
period was 5% (representing a positive performance of $237,500 on a
notional portfolio with an initial value of $4,750,000).

(d)

In this instance:

(g)

5048-02/2567632v3

(i)

there would be a performance fee payable at 20% of the
outperformance of $225,000 over the index (being $462,500 minus
$237,500), equating to $45,000 for the period, given the NTA is
above the high-water mark; and

(ii)

the high-water mark would become $5,417,500 (being the Fund NTA
net of the performance fee paid at the last performance fee
calculation date).

Expenses: The Fund is liable for and must pay out of its assets, or reimburse
the Investment Manager for the following fees, costs and expenses
incurred by the Investment Manager in connection with the acquisition,
disposal or maintenance of any investment or the investment in and
management of the Portfolio:
(i)

fees payable to any securities exchange, the ASIC, ASX or other
regulatory body;

(ii)

all costs, stamp duties, legal fees and other duties, taxes, fees
disbursements and expenses, commissions and brokerage
incurred by the Fund or the Investment Manager in connection
with:
(A)

the acquisition and negotiation of investments or
proposed investments;

(B)

any sale or proposed sale, transfer, exchange,
replacement or dealing with or disposal or proposed
disposal of any investment;

(C)

the receipt of income or other entitlements from the
investments in the Portfolio; or

(D)

the engagement of a custodian to hold any investment
on behalf of the Fund;

(iii)

outgoings in relation to the Fund such as rates, levies, duties,
taxes and insurance premiums;

(iv)

any fees which relate to the accounting and administration of
the Fund or the Portfolio, including but not limited to, accounting
fees, audit fees and company secretarial fees; and
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(v)

(h)

Termination:
(i)

(ii)
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any fees which relate to compliance with the Corporations Act
and other regulations, including but not limited to, legal fees and
compliance audit fees.

The Fund may terminate the Management Agreement at any
time if:
(A)

the Investment Manager or any of its directors or
servants are found guilty of grave misconduct in relation
to the affairs of the Fund;

(B)

the AFSL utilised by the Investment Manager is
suspended or cancelled at any time for any reason;

(C)

the Investment Manager commits a fundamental
default or breach of the conditions of the AFSL under
which it operates and such default or breach is not
remedied within 30 days of receiving written notice from
the Fund;

(D)

the Investment Manager enters into liquidation (except
for the purposes of voluntary reconstruction or
amalgamation);

(E)

a receiver or receiver and manager is appointed to part
or the whole of the undertaking of the Investment
Manager;

(F)

the Investment Manager is guilty of any gross default,
breach, non-observance or non-performance of any
term or condition in the Management Agreement; and

(G)

the Investment Manager cannot lawfully continue to
provide the services to the Fund under the Management
Agreement.

The Investment Manager may terminate the Management
Agreement at any time if:
(A)

the Fund fails to pay any fees due under the
Management Agreement and the failure continues for
twenty one (21) days after receipt of a written notice
from the Investment Manager to the Fund requiring
payment;

(B)

the Fund enters into liquidation (except voluntary
liquidation for the purposes of reconstruction);

(C)

the Fund is guilty of any gross default, breach, nonobservance, non-performance of any of the terms and
conditions contained in the Management Agreement;

(D)

a receiver or receiver and manager is appointed to the
whole or part of the Fund; or
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(E)

on the written agreement of both parties, such
agreement not being given within three (3) years of the
commencement date of the Management Agreement.

(i)

Fund Indemnity: The Fund must indemnify the Investment Manager
against any losses or liabilities reasonably incurred by the Investment
Manager arising out of or in connection with, and any costs, charges and
expenses incurred in connection with the Investment Manager or any of
its officers, employees or agents acting under the Management
Agreement or on account of any bona fide investment decision made
by the Investment Manager or its officers or agents insofar as any loss,
liability, cost, charge or expense is caused by the negligence, default,
fraud, or dishonesty of the Investment Manager or its officers or
employees.

(j)

Manager Indemnity: The Investment Manager must indemnify the Fund
against any losses or liabilities reasonably incurred by the Fund arising out
of or in connection with, and any costs, charges and expenses incurred
in connection with negligence, default, fraud, or dishonesty of the
Investment Manager or its officers or supervised agents.

The Directors have resolved to suspend the payment of management fees and
performance fees until 30 June 2021.
8.3

Intermediary Authorisation Agreement
The Fund has appointed Argonaut Securities Pty Limited to act as the Fund’s
authorised intermediary in accordance with section 911A(2)(b) of the
Corporations Act. For this purpose, the Authorised Intermediary has agreed to
make offers to retail and wholesale investors for the issue of Shares under this
Prospectus. The Company will not pay a fee to the Authorised Intermediary with
respect to this arrangement.
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9.

RIGHTS ATTACHING TO SHARES OFFERED UNDER THIS PROSPECTUS
The following is a summary of the more significant rights attaching to Shares. This
summary is not exhaustive and does not constitute a definitive statement of the
rights and liabilities of Shareholders. To obtain such a statement, persons should
seek independent legal advice.
Full details of the rights attaching to Shares are set out in the Constitution, a copy
of which is available for inspection at the Company’s registered office during
normal business hours.
(a)

General Meetings
Shareholders are entitled to be present in person, or by proxy, attorney or
representative to attend general meetings of the Fund.
Shareholders may requisition meetings in accordance with section 249D
of the Corporations Act and the Constitution of the Fund.

(b)

Voting Rights
At general meetings of Shareholders:

(c)

(i)

each Shareholder entitled to vote may vote in person or by
proxy, attorney or representative;

(ii)

on a show of hands, every person present who is a Shareholder
or a proxy, attorney or representative of a Shareholder has one
vote; and

(iii)

on a poll, every person present who is a Shareholder or a proxy,
attorney or representative of a Shareholder shall, in respect of
each fully paid Share held by him, or in respect of which he is
appointed a proxy, attorney or representative, have one vote for
each Share held, but in respect of partly paid Shares shall have
a fraction of a vote for each partly paid Share. The fraction shall
be equivalent to the proportion which the amount paid (not
credited) is of the total amounts paid and payable, excluding
amounts credited, provided that amounts paid in advance of a
call are ignored when calculating a true proportion.

Dividend Rights
Subject to the rights of persons (if any) entitled to Shares with special rights
to dividends, the Directors may declare a final dividend out of profits in
accordance with the Corporations Act and may authorise the payment
or crediting by the Fund to the Shareholders of such a dividend. The
Directors may authorise the payment or crediting by the Fund to the
Shareholders such interim dividends as appear to the Directors to be
justified by the profits of the Fund. Subject to the rights of persons (if any)
entitled to Shares with special rights to dividend, all dividends are to be
declared and paid according to the amounts paid (not credited) on the
Shares in respect of which the dividend is paid. Interest may not be paid
by the Fund in respect of any dividend, whether final or interim.
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(d)

Winding-Up
If the Fund is wound up, the liquidator may, with the authority of a special
resolution of the Fund, divide among the Shareholders in kind the whole
or any part of the property of the Fund, and may for that purpose set such
value as he considers fair upon any property to be so divided, and may
determine how the division is to be carried out as between the
Shareholders or different classes of Shareholders. The liquidator may, with
the authority of a special resolution of the Fund, vest the whole or any
part of such property in trustees upon such trusts for the benefit of the
contributories as the liquidator thinks fit, but so that no Shareholder is
compelled to accept any Shares or other securities in respect of which
there is any liability.

(e)

Transfer of Shares
Generally, Shares in the Fund are freely transferable, subject to formal
requirements, the registration of the transfer not resulting in a
contravention of or failure to observe the provisions of a law of Australia
and the transfer not being in breach of the Corporations Act.

(f)

Variations of Rights
Pursuant to section 246B of the Corporations Act, the Fund may, with the
sanction of a special resolution passed at a meeting of Shareholders vary
or abrogate the rights attaching to Shares.
If at any time the issued capital is divided into different classes of Shares,
the rights attached to any class (unless otherwise provided by the terms
of issue of the Shares of that class), whether or not the Fund is being
wound up may be varied or abrogated with the consent in writing of the
holders of three quarters of the issued Shares of that class, or if authorised
by a special resolution passed at a separate meeting of the holders of
the Shares of that class.

(g)

Alteration of Constitution
The Constitution can only be amended by a special resolution passed by
at least three quarters of Shareholders present and voting at the general
meeting. In addition, at least 28 days written notice specifying the
intention to propose the resolution as a special resolution must be given.
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10.

ADDITIONAL INFORMATION

10.1

Litigation
As at the date of this Prospectus, our Company is not involved in any legal
proceedings and the Directors are not aware of any legal proceedings pending
or threatened against the Company.

10.2

Interests of Directors
Other than as set out in this Prospectus, no Director or proposed director holds, or
has held within the 2 years preceding lodgement of this Prospectus with the ASIC,
any interest in:
(a)

the formation or promotion of the Company;

(b)

any property acquired or proposed to be acquired by the Company in
connection with:

(c)

(i)

its formation or promotion; or

(ii)

the Offer; or

the Offer,

and no amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given to a Director or proposed director:

10.3

(d)

as an inducement to become, or to qualify as, a Director; or

(e)

for services provided in connection with:
(i)

the formation or promotion of the Company; or

(ii)

the Offer.

Interests of Experts and Advisers
Other than as set out below or elsewhere in this Prospectus, no:
(a)

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

(b)

promoter of the Company,

holds, or has held within the 2 years preceding lodgement of this Prospectus with
the ASIC, any interest in:
(c)

the formation or promotion of the Company;

(d)

any property acquired or proposed to be acquired by the Company in
connection with:
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(i)

its formation or promotion; or

(ii)

the Offer; or
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(e)

the Offer,

and no amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given to any of these persons for services provided in
connection with:
(f)

the formation or promotion of the Company; or

(g)

the Offer.

Steinepreis Paganin has acted as the solicitors to the Company in relation to the
Offer. The Company estimates it will pay Steinepreis Paganin $25,000 (excluding
GST) for these services. Subsequently, fees will be charged in accordance with
normal charge out rates. During the 24 months preceding lodgement of this
Prospectus with the ASIC, Steinepreis Paganin has received $21,999.98 (excluding
GST and disbursements) in fees for legal services provided to the Company.
10.4

Consents
Chapter 6D of the Corporations Act imposes a liability regime on the Company
(as the offeror of the Shares), the Directors, the persons named in the Prospectus
with their consent as proposed directors, any underwriters, persons named in the
Prospectus with their consent having made a statement in the Prospectus and
persons involved in a contravention in relation to the Prospectus, with regard to
misleading and deceptive statements made in the Prospectus. Although the
Company bears primary responsibility for the Prospectus, the other parties
involved in the preparation of the Prospectus can also be responsible for certain
statements made in it.
Each of the parties referred to in this Section:
(a)

does not make, or purport to make, any statement in this Prospectus other
than those referred to in this section; and

(b)

in light of the above, only to the maximum extent permitted by law,
expressly disclaim and take no responsibility for any part of this Prospectus
other than a reference to its name and a statement included in this
Prospectus with the consent of that party as specified in this section.

Bentleys Audit & Corporate (WA) Pty Ltd has given its written consent to being
named as the auditor to the Company with respect to the financial year ended
30 June 2020 and the financial years ended 30 June 2019 and 30 June 2018 in the
form and context in which it is named and to the inclusion of the Historical
Financial Information in the form and context in which that information is included
in Section 5. Bentleys Audit & Corporate (WA) Pty Ltd has not withdrawn its consent
prior to lodgement of this Prospectus with the ASIC.
Steinepreis Paganin has given its written consent to being named as the solicitors
to the Company in this Prospectus. Steinepreis Paganin has not withdrawn its
consent prior to the lodgement of this Prospectus with the ASIC.
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10.5

Expenses of the Offer
The total expenses of the Offer (excluding GST) are estimated to be approximately
$30,000 and are expected to be applied towards items set out below:

10.6



Legal Fees:

$25,000



Other fees and expenses:

$5,000

Electronic Prospectus
If you have received this Prospectus as an electronic Prospectus, please ensure
that you have received the entire Prospectus accompanied by the Application
Form. If you have not, please contact the Company and the Company will send
you, for free, either a hard copy or a further electronic copy of this Prospectus or
both. Alternatively, you may obtain a copy of this Prospectus from the website of
the Company at argonautfundsmanagement.com.
The Company reserves the right not to accept an Application Form from a person
if it has reason to believe that when that person was given access to the electronic
Application Form, it was not provided together with the electronic Prospectus and
any relevant supplementary or replacement prospectus or any of those
documents were incomplete or altered.

10.7

Financial Forecasts
The Directors have considered the matters set out in ASIC Regulatory Guide 170
and believe that they do not have a reasonable basis to forecast future earnings
on the basis that the operations of the Company are inherently uncertain.
Accordingly, any forecast or projection information would contain such a broad
range of potential outcomes and possibilities that it is not possible to prepare a
reliable best estimate forecast or projection.

10.8

Privacy statement
If you complete an Application Form, you will be providing personal information
to the Company. The Company collects, holds and will use that information to
assess your application, service your needs as a Shareholder and to facilitate
distribution payments and corporate communications to you as a Shareholder.
The information may also be used from time to time and disclosed to persons
inspecting the register, including bidders for your Shares in the context of
takeovers, regulatory bodies including the Australian Taxation Office, authorised
securities brokers, print service providers, mail houses and the share registry.
You can access, correct and update the personal information that we hold about
you. If you wish to do so, please contact the share registry at the relevant contact
number set out in this Prospectus.
Collection, maintenance and disclosure of certain personal information is
governed by legislation including the Privacy Act 1988 (as amended) and the
Corporations Act. You should note that if you do not provide the information
required on an application for Shares, the Company may not be able to accept
or process your application.

5048-02/2567632v3

60

11.

DIRECTORS’ AUTHORISATION
This Prospectus is issued by the Company and its issue has been authorised by a
resolution of the Directors.
In accordance with section 720 of the Corporations Act, each Director of the
Company has consented to the lodgement of this Prospectus with the ASIC.

_______________________________
David Franklyn
Director
For and on behalf of AFM Perseus Fund Limited
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12.

GLOSSARY
Where the following terms are used in this Prospectus they have the following
meanings:
$ means the lawful currency of the Commonwealth of Australia.
AFSL means Australian Financial Services Licence.
Applicant means a Shareholder who applies for Shares pursuant to the Offer or a
Shareholder or other party who applies for Shortfall Shares pursuant to the Shortfall
Offer.
Application Form means an Entitlement and Acceptance Form or Shortfall Offer
Application Form as the context requires.
ASIC means Australian Securities & Investments Commission.
ASX means ASX Limited (ACN 008 624 691) or the financial market operated by it
as the context requires.
Board means the board of Directors as constituted from time to time.
Closing Date means the closing date of the Offer as set out in the indicative
timetable in the Key Offer Information Section of this Prospectus (subject to the
Company reserving the right to extend the Closing Date or close the Offer early.
Company, Fund or Perseus means AFM Perseus Fund Limited (ACN 087 023 612).
Constitution means the constitution of the Company as at the date of this
Prospectus.
Corporations Act means the Corporations Act 2001 (Cth).
Directors means the directors of the Company at the date of this Prospectus and
Director means one of them.
Eligible Shareholder means a Shareholder as at the Record Date who is eligible to
participate in the Offer.
Entitlement means the entitlement of an Eligible Shareholder.
Entitlement and Acceptance Form means the entitlement and acceptance form
either attached to or accompanying this Prospectus.
Exposure Period means the period of 7 days after the date of lodgement of this
Prospectus, which period may be extended by the ASIC by not more than 7 days
pursuant to section 727(3) of the Corporations Act.
Investment Committee means the Fund’s investment committee, comprising as at
the date of this Prospectus of Glen Colgan, Cameron Prunster, Dianmin Chen,
Cathy Moises and David Franklyn.
Investment Manager means AFM Zeus Pty Ltd (ACN 099 813 073).
Management Agreement means the investment management agreement
between the Company and the Investment Manager, the material terms of which
are summarised in Section 8.2.
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NTA means the value of the Company’s total assets less the values of its intangible
assets and the values of its liabilities.
Offer means the non-renounceable entitlement issue of Shares, the subject of this
Prospectus.
Option means an option to acquire a Share.
p.a. means per annum.
Portfolio Value means at any date that such value is required to be ascertained,
the aggregate sum of each investment in the portfolio calculated on the relevant
date of valuation for each category of investment, less any liability directly or
indirectly attributable to the acquisition, maintenance or disposal of any
investment or the management and administration of the portfolio incurred or
accrued on or before the date of the calculation (including but not limited to any
unpaid purchase consideration, accrued legal or other expenses, brokerage,
stamp duty, borrowings or other liabilities but excluding all liabilities, costs or
expenses that the Manager must pay in accordance with the Management
Agreement), and before any provision for tax.
Prospectus means this prospectus.
Record Date means 5:00pm (WST) on 9 December 2020.
Section means a section of this Prospectus.
Securities means Shares and Options or any one or more of them as the context
requires.
Share means a fully paid ordinary share in the capital of the Company.
Shareholder means a holder of Shares.
Shortfall means the Shares not applied for under the Offer (if any).
Shortfall Notice Date means the deadline for notification of the Shortfall by the
Company to the Underwriter, as set out in the indicative timetable in the Key Offer
Information Section of this Prospectus.
Shortfall Offer means the offer of the Shortfall on the terms and conditions set out
in Section 2.8.
Shortfall Offer Application Form means the Shortfall Offer application form either
attached to or accompanying this Prospectus.
Shortfall Shares means those Shares issued pursuant to the Shortfall Offer.
Underwriter means Argonaut Capital Limited (ACN 099 761 547).
WST means Western Standard Time as observed in Perth, Western Australia.
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