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REJECT THE OFFER

YOUR DIRECTORS’ REASONS TO REJECT THE OFFER

Your Directors have determined that the Offer is GROSSLY INADEQUATE,  
and the Independent Expert has concluded that the Offer is NEITHER FAIR  
NOR REASONABLE 

TiZir’s strategically integrated assets are operating at or near record highs,  
with potential for future growth

If you accept the Offer, you will lose the option to participate in any subsequent 
superior offer for your MDL Shares from any third party, should one emerge 

The price of MDL Shares on the ASX has traded consistently higher than 
Eramet’s Offer Price

Key Shareholders publicly support your Directors’ view that the Offer does not 
represent full value

Eramet’s inadequate and opportunistic Offer would deprive MDL Shareholders 
of the full value of their investment

Eramet’s A$1.46 per Share Offer does not reflect MDL’s full value relative to  
peer market valuations and premiums paid to shareholders in comparable 
takeover transactions 

 
Section 1.2 of this Target’s Statement elaborates on these key reasons.

WHAT DO YOUR DIRECTORS RECOMMEND?

To REJECT the Offer DO NOTHING
Ignore all documents sent to you by Eramet

1
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IMPORTANT NOTICES

Target’s Statement
This document is a Target’s Statement dated 22 May 2018 and is issued by 
Mineral Deposits Limited ACN 064 377 420 (MDL) under Part 6.5 Division 3 
of the Corporations Act. This Target’s Statement sets out the MDL Board’s 
formal response to the off-market takeover offer made by Eramet SA 
(Eramet) in its Bidder’s Statement. 

ASIC and ASX disclaimer
A copy of this Target’s Statement was lodged with ASIC and ASX on  
22 May 2018. Neither ASIC, ASX nor any of their respective officers  
takes any responsibility for the content of this Target’s Statement.

Eramet information in this Target’s Statement
The information in this Target’s Statement in relation to Eramet has 
been prepared by MDL using publicly available information including 
the Bidder’s Statement. MDL and its Directors are unable to verify the 
accuracy or completeness of that information. The information on Eramet 
in this Target’s Statement should not be considered comprehensive. 
Accordingly, to the maximum extent permitted by law, MDL does not make 
any representation or warranty, express or implied, as to the accuracy or 
completeness of that information.

Effect of rounding
A number of figures, amounts, percentages, prices, estimates, calculations 
of value and fractions in this Target’s Statement are subject to the effect 
of rounding. Accordingly, their actual calculations may differ from the 
calculations set out in this Target’s Statement.

Charts, maps and diagrams
Any diagrams, charts, maps, graphs or tables appearing in this Target’s 
Statement are illustrative only and may not be drawn to scale. Unless 
stated otherwise, all data contained in diagrams, charts, maps, graphs and 
tables is based on information available at the date immediately prior to 
the date of this Target’s Statement.

No account of personal circumstances
This Target’s Statement does not take into account your individual 
investment objectives, financial situation or particular needs. It does not 
contain personal advice. MDL is not licensed to provide financial product 
advice in relation to MDL Shares or any other financial products. This Target’s 
Statement should not be relied on as the sole basis for any investment 
decision in relation to MDL Shares or the Offer generally. The Directors 
encourage you to obtain independent legal, financial, taxation or other 
professional advice before deciding whether or not to accept the Offer.

Mineral Resources and Ore Reserves
The information in this Target’s Statement that relates to the Grande Côte 
Mineral Resource and Ore Reserve estimates as at 31 December 2017 was 
reported under the JORC Code in an announcement lodged with the ASX  
on 19 February 2018 entitled Grande Côte Mineral Resource and Ore 
Reserve Update and is available to view on MDL’s website. The Competent 
Person named in that report was Mr Djibril Sow, a member of The 
Australasian Institute of Mining and Metallurgy and a full-time employee  
of Grande Côte Operations SA.
MDL confirms that it is not aware of any new information or data that 
materially affects the information included in that announcement and 
that all material assumptions and technical parameters underpinning the 
estimates in that announcement continue to apply and have not materially 
changed. MDL confirms that the form and context in which the Competent 
Person’s findings are presented have not been materially modified from  
the original announcement.
Unless otherwise indicated or contained in information which was prepared 
by a different party, all references to estimates and derivations of the 
same in this Target’s Statement are references to estimates by MDL and 
management estimates based on MDL’s views at the date of this Target’s 
Statement. Actual facts or outcomes may be different from those estimates.

Forward-looking statements
Some statements in this Target’s Statement are in the nature of  
forward-looking statements. You should be aware that these statements 
are predictions only and are subject to inherent risks and uncertainties. 

 
Those risks and uncertainties include factors and risks specific to MDL 
as well as general economic conditions and conditions in the financial 
markets, exchange rates, interest rates and the regulatory environment, 
many of which are outside the control of MDL and its Directors. Actual 
events or results may differ materially from the events or results expressed 
or implied in any forward-looking statement.
None of MDL (nor any of its officers and employees) or any person 
named in this Target’s Statement with their consent or anyone involved 
in the preparation of this Target’s Statement makes any representation 
or warranty (either express or implied) as to the accuracy or likelihood 
of fulfilment of any forward-looking statement or any events or results 
expressed or implied in any forward-looking statement, except to the 
extent required by law. You are cautioned not to place undue reliance  
on those statements.
The forward-looking statements in this Target’s Statement reflect views 
held only as at the date of this Target’s Statement. MDL has no obligation 
to disseminate any updates or revisions to any statements to reflect any 
change in expectations in relation to those statements or any change in 
events, conditions or circumstances on which any of those statements are  
based unless it is required to do so under Division 4 of Part 6.5 of the 
Corporations Act to update or correct this Target’s Statement (i.e. for 
certain matters that are material from the point of view of a Shareholder) 
or under its continuous disclosure obligations under the Corporations Act 
and the ASX Listing Rules.

Responsibility for information
The Independent Expert has prepared and is responsible for the 
Independent Expert’s Report for the purposes of this Target’s Statement and 
takes responsibility for that report. The Independent Technical Specialist 
has prepared and is responsible for the Independent Technical Specialist’s 
Report for the purposes of this Target’s Statement and takes responsibility 
for that report.
None of MDL, or its subsidiaries, their respective officers, employees, 
advisers or the MDL Directors assume responsibility for the accuracy or 
completeness of the Independent Expert’s Report or the Independent 
Technical Specialist’s Report, except, in the case of MDL, in relation to the 
historical information which it has provided to the Independent Expert  
and Independent Technical Specialist.

Privacy statements
MDL has collected your information from the MDL share registry for 
the purpose of providing you with this Target’s Statement. The type of 
information MDL has collected about you includes your name, contact 
details and information on your MDL shareholding. The Corporations  
Act requires the name and address of Shareholders to be held in a  
public register.

Shareholder enquiries
MDL encourages Shareholders to call us on +61 3 9618 2500 if you have  
any queries in relation to the Offer. We are available Monday to Friday 
between 9.00am and 5.30pm (AEST).
For queries regarding your MDL shareholding please contact MDL’s share 
registry, Computershare Investor Services Australia: 
T 1300 850 505 (within Australia) 
T +61 3 9415 4000 (outside Australia)  
F +61 3 9473 2500  
E web.queries@computershare.com.au

Defined terms
Certain terms used in this Target’s Statement have defined meanings,  
as set out in Section 9 of this Target’s Statement.

No internet site is part of this Target’s Statement
No internet site is part of this Target’s Statement. MDL maintains an 
internet site (www.mineraldeposits.com.au). 
Any references in this Target’s Statement to this internet site are textual 
references only and the information contained on the site does not form 
part of this Target’s Statement. 
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22 May 2018 
 
 
 
 
Dear fellow MDL Shareholder,

REJECT ERAMET’S OFFER OF A$1.46 PER SHARE

I have had the opportunity to communicate with you a number of times since Eramet S.A. (Eramet) launched its conditional 
takeover offer of A$1.46 per share (Offer) on 27 April 2018. I share your disappointment with Eramet’s decision not to discuss 
its intentions with Mineral Deposits Limited (MDL) prior to announcing the Offer. In MDL’s view, there is potential to create 
additional value for shareholders that could have been considered through a friendly and mature approach. Not engaging  
with a long-term ‘valued’2 joint venture partner ultimately speaks to the credibility of Eramet’s Offer.

As mentioned in my previous letter, your Directors view Eramet’s Offer as grossly inadequate. I am pleased to say that the 
independent expert, Grant Samuel and Associates Pty Limited (Grant Samuel), provides support for your Board’s view in 
concluding that Eramet’s Offer is NEITHER FAIR NOR REASONABLE. 

Your Directors will continue to work to ensure full value is delivered for your investment in MDL. Grant Samuel has estimated 
the fair value of MDL Shares to be in the range of A$2.04 to A$2.52. This independent valuation is well above the price 
Eramet is offering of A$1.46 per Share. Commenting on its conclusions, Grant Samuel notes that ‘even for very conservative 
(and in Grant Samuel’s view unrealistically conservative) assumptions, the value of MDL is well above the Eramet Offer price.’  
A copy of the Grant Samuel report is included in this Target’s Statement in Appendix 1. 

It is particularly disappointing that Eramet has chosen to devalue our collective hard work that has resulted in the successful 
performance of GCO and TTI. Eramet has repeatedly joined MDL in praising TiZir’s good performance in the past. Eramet now 
chooses to criticise TiZir in order to justify a lower price for your MDL Shares. 

Your Directors encourage you to treat all statements made by Eramet with caution because Eramet’s statements and actions 
have a track record of inconsistency. As outlined below, Eramet has used industry specialist TZ Minerals International Pty 
Ltd (TZMI) to support its views in the past but now chooses to criticise TZMI; Eramet endorsed the TiZir five-year plan during 
the bond refinancing process but now claims it has not approved the plan; and Eramet tells its own shareholders about TiZir’s 
good performance but informs MDL Shareholders of TiZir’s ‘poor track-record’.3 

I encourage you to read this Target’s Statement in full and our more detailed reasons to reject the Offer below and on the  
following pages. 
 

REASONS TO REJECT ERAMET’S OFFER AND REASONS WHY ERAMET CANNOT BE BELIEVED

1. MDL’s guidance is valid and appropriate
MDL stands by its guidance released to the ASX on 10 May 2018 and makes the following points in relation to Eramet’s Second 
Supplementary Bidder’s Statement: 

• MDL’s guidance was informed by TZMI pricing forecasts. TZMI’s work supports investment decisions regarding many 
projects undertaken by peer mineral sands companies. Recent examples include Iluka Resources Limited (see ILU ASX 
release of 12 December 2017) and Sheffield Resources Limited (see SFX ASX release of 24 March 2017). On 17 May 2018, 
MDL released to the ASX details of a TZMI market study commissioned by MDL. You should review that market study 
when considering Eramet’s statements. 

• It is worth noting that Eramet approved the use of TZMI to provide market intelligence during the TiZir bond refinancing 
process (successfully completed in July 2017) and for the impairment assessment of TiZir’s assets at 31 December 2017 
(approved by the TiZir Board on 4 April 2018). Eramet also used TZMI information to assist with its evaluation of the 
creation of the TiZir Joint Venture. Despite criticising TZMI’s pricing forecasts, Eramet has to date not provided MDL 
Shareholders with any alternative method to determine TiZir’s future value – the benefit of which Eramet is seeking  
to acquire after years of MDL Shareholder investment. 

CHAIRMAN’S LETTER

2 Page 7 of Eramet’s Second Supplementary Bidder’s Statement released to the ASX on 16 May 2018.
3 Ibid, page 3. 3



• The financial information relating to TiZir’s 2018 production and pricing contained in the TiZir Guidance is not ‘volatile’ 
or ‘unpredictable’. Short-term volatility is significantly reduced as production is largely contracted for the remainder of 
the year. While pricing for titanium slag has been agreed for 2018, pricing for zircon is not committed in order to benefit 
from anticipated higher prices during the year.

• The operational and cost assumptions used by MDL to determine its 2018 and 2019 guidance have been assessed and 
validated by AMC Consultants Pty Ltd, who was engaged by Grant Samuel as the Independent Technical Specialist. 
A copy of the AMC Consultants’ report is included in this Target’s Statement in Appendix 1 (as Appendix 4 of the 
Independent Expert’s Report). Furthermore, Eramet’s statement that the ‘five-year plan was not approved by the TiZir 
Joint Venture Board in 2017 or so far in 2018’4 is surprising given that it was used by Eramet and MDL throughout the 
bond refinancing process.

You should take the time to read this Target’s Statement in full and carefully consider our value based reasons to reject the Offer:

REASON 1 >  Your Directors have determined that the Offer is grossly inadequate, and the Independent Expert has 
concluded that the Offer is neither fair nor reasonable

REASON 2 >  TiZir’s strategically integrated assets are operating at or near record highs, with potential for future growth

REASON 3 >   If you accept the Offer, you will lose the option to participate in any subsequent superior offer for your  
MDL Shares from any third party, should one emerge 

 
2. Eramet’s statements are inconsistent with its actions
As an insider, Eramet is well aware of the potential opportunities presented by acquiring MDL and consolidating the TiZir  
Joint Venture. Eramet’s statements are inconsistent with its actions for the following reasons:

• Investors in the resources sector are aware of potential commodity price volatility and are able to price in the risk  
of changes in economic circumstances and therefore are able to adjust for operational performance in making 
investment decisions. The Independent Expert has expressed a view regarding the value of MDL and has provided a 
detailed justification for its conclusions. Eramet has so far failed to provide any credible and objective value justification  
for its grossly inadequate Offer. 

• Eramet has sought to portray TiZir as having a ‘poor track-record’,5 despite highlighting TiZir’s good performance  
in presentations to its own shareholders.

• Eramet should be aware of the nature of the industry and of TiZir’s performance. Eramet’s apparently now  
negative view on TiZir’s operational performance has not been an obstacle to it launching an opportunistically  
timed bid as commodity prices improve. Shareholders should not rely on statements made by Eramet. 

You should consider the information in this Target’s Statement regarding our recent market performance and comments  
from our key Shareholders as a counterpoint to Eramet’s statements:

REASON 4 >  The price of MDL Shares on the ASX has traded consistently higher than Eramet’s Offer Price

REASON 5 >   Key Shareholders publicly support your Directors’ view that the Offer does not represent full value

4 Ibid, page 3.
5 Ibid, page 3.

CHAIRMAN’S LETTER
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3. Eramet’s approach to peer comparisons is inappropriate and misleading
MDL stands by its position on peer comparisons for the following reasons:

• Your Directors believe free cash flow multiples are the relevant supporting valuation metric as it is most reflective  
of the high cash flow conversion of the TiZir Joint Venture, supported by its low capital intensity and tax exemption 
period in Senegal. MDL’s free cash flow guidance incorporates TiZir’s external debt position, as TiZir’s subordinated 
loans are payable to MDL and Eramet. 

• Your Directors believe Iluka Resources Limited (ASX: ILU) is MDL’s closest peer (albeit of different size) due to the similarity 
of their product suites and vertical integration. Eramet’s alternatives of Base Resources Limited and Kenmare Resources 
plc are not appropriate comparators because of their highly differentiated product suites and lack of vertical integration. 

You should consider the reasons to reject the Offer based on comparisons to our peers and the potential of MDL to  
generate further value:

REASON 6 >  Eramet’s inadequate and opportunistic Offer would deprive MDL Shareholders of the full value  
of their investment

REASON 7 >  Eramet’s A$1.46 per Share Offer does not reflect MDL’s full value relative to peer market valuations  
and premiums paid to Shareholders in comparable takeover transactions.

NEXT STEPS
Your Directors will continue to pursue all opportunities, including with Eramet, that reflect the full value of your investment in 
MDL. If there is no superior offer, from Eramet or a third party, MDL is prepared to continue to work constructively with Eramet 
in the TiZir Joint Venture to see the benefit of higher commodity prices returned to MDL Shareholders through future dividends. 

TO REJECT ERAMET’S OFFER, SIMPLY IGNORE ALL DOCUMENTATION SENT TO YOU BY ERAMET
You should read this Target’s Statement in its entirety. You should also carefully consider the Offer having regard to your own 
personal risk profile, investment strategy and tax position. You may also wish to seek independent legal, financial, taxation  
or other professional advice in relation to your overall assessment of the Offer.

Your Directors will continue to keep you updated on all material developments relating to the Offer. All company 
announcements are available on our website, www.mineraldeposits.com.au. In the meantime, if you have any questions  
in relation to this Target’s Statement, please call us directly on +61 3 9618 2500. 
 
Yours sincerely,

 
Nic Limb 
Chairman,  
Mineral Deposits Limited

For further information please contact:

Mineral Deposits Limited: 
MDL
Nic Limb / Robert Sennitt
Chairman / Managing Director
+ 61 3 9618 2500

Media Advisers:
Quay Advisers
John Hurst / Murray Williams  
Partners
+61 (0)418 708 663 / +61 (0)411 119 090

Contact Computershare directly if you have questions about your MDL shareholding:   

T 1300 850 505 (within Australia)  
T +61 3 9415 4000 (outside Australia)  

F +61 3 9473 2500  
E web.queries@computershare.com.au  

CHAIRMAN’S LETTER

Financial Advisers:
Flagstaff Partners
Michel Mamet
Managing Director
+61 (0)457 771 733
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IER High IER Low Eramet’s Offer

A$2.52

A$2.04

A$1.46

(42%)

(28%)

IER: Independent Expert's report 

1. YOUR DIRECTORS’ EVALUATION OF THE OFFER

1.1 RECOMMENDATION 
Your Directors unanimously recommend that you REJECT the Offer, for the reasons set out in Section 1.2 of this Target’s 
Statement. 

In evaluating the Offer, your Directors encourage you to:

• read the whole of this Target’s Statement (including the Independent Expert’s Report in Appendix 1 to this Target’s 
Statement and the Independent Technical Specialist’s Report in Appendix 4 of the Independent Expert’s Report) and  
the Bidder’s Statement;

• have regard to your individual risk profile, portfolio strategy, tax position and financial circumstances;

• consider the choices available to you and ensure you understand the consequences of those choices, as outlined  
in Section 4 of this Target’s Statement;

• carefully consider Section 1.2 (Reasons why you should REJECT the Offer) and Section 5 (Information about the  
Offer & other important issues) of this Target’s Statement; and

• seek independent financial, legal, taxation or other professional advice if you are in any doubt as to what you  
should do in response to the Offer. 

Your Directors will keep you informed of any material developments relating to the Offer.

1.2 REASONS WHY YOU SHOULD REJECT THE OFFER 

1.  Your Directors have determined that the Offer is GROSSLY INADEQUATE, and the Independent Expert  
has concluded that the Offer is NEITHER FAIR NOR REASONABLE 

Eramet’s Offer is neither fair nor reasonable 

Your Directors believe that Eramet’s unsolicited and opportunistic Offer is grossly inadequate, given the TiZir Joint Venture’s 
production and commodity pricing outlook.

The Board engaged Grant Samuel as the Independent Expert to prepare a report expressing an opinion as to whether or  
not the Offer is fair and reasonable for MDL Shareholders. The Independent Expert has assessed the full underlying value  
of MDL Shares to be in the range of A$2.04 to A$2.52 per Share. Accordingly, the Independent Expert has concluded that  
the Offer is neither fair nor reasonable to MDL Shareholders. 

Figure 1: Eramet’s Offer is 28% to 42% below the Independent Expert’s valuation range
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 Commenting on Eramet’s Offer, the Independent Expert states:

“  Investors could reasonably hold a wide range of views on the value of MDL, depending on their expectations as to  
future mineral sands commodity prices. However, Grant Samuel’s analysis suggests that even for very conservative  
(and in Grant Samuel’s view unrealistically conservative) assumptions, the value of MDL is well above the Eramet  
Offer price. Grant Samuel has therefore concluded that the Eramet Offer is neither fair nor reasonable.” 6

“ Adoption of TZMI’s long term price forecasts would yield net present values (“NPVs”) for GCO and TTI materially above  
Grant Samuel’s valuation ranges for GCO and TTI. For example, using a discount rate of 10% and AMC’s base case  
production forecasts, calculated NPVs would be approximately US$1.168 billion for GCO and US$763 million for TTI.  
These NPVs would imply values for MDL representing multiples of the Eramet Offer price.” 7

“   The valuation incorporates modest synergies associated with head office cost reductions that should be achievable  
by any acquirer of MDL. It does not reflect any special value that may be available exclusively to Eramet, including  
the value for Eramet of acquiring 100% control of TiZir.” 8

  
 The Independent Expert’s Report is included in full in Appendix 1 to this Target’s Statement. You should read  
that report in its entirety, as part of your assessment of whether or not to accept the Offer.  

2.  TiZir’s strategically integrated assets are operating at or near record highs, with potential for  
future growth

The quality of MDL’s assets is not reflected in Eramet’s inadequate and opportunistic bid 

Your Directors believe that the Offer does not adequately recognise: the historical investment of MDL Shareholders in  
the TiZir Joint Venture; the strategic value of the assets; current and future operational performance; or potential for  
future growth. Specifically:

Historical investment 

• The TiZir Joint Venture has completed a significant capital expenditure program, including the c.US$650 million 
development of GCO and the c.US$70 million furnace upgrade and capacity expansion at TTI (adding to TTI’s existing 
replacement value associated with its valuable intellectual property, cheap hydro-electric power and year-round  
access to deep water shipping facilities). 

• Unlike many peer mineral sands producers, TiZir faces no major capital requirements to maintain current operating 
throughputs over GCO’s 30+ year mine life.

Strategic value 

• The long life mine at GCO, TTI’s proprietary smelting technology and the successful integration of these operations 
provide a unique investment in a rapidly improving mineral sands market. 

• The vertical integration of GCO and TTI provides a number of advantages, including: securing offtake of GCO ilmenite, 
securing supply of feedstock for TTI and providing leverage to higher-value titanium dioxide product. The TiZir Joint 
Venture also benefits from operational flexibility (with TTI now having the capacity to move between sulphate and 
chloride slag production) and the cost efficiencies afforded by integration and advantageous logistics.

Operational performance 

• TiZir’s 2018 production is on track to exceed previous records at its operations, currently estimated by your Directors  
at 68,000 tonnes of zircon at GCO (excluding medium grade zircon sands) and 200,000 tonnes of chloride-route 
titanium slag at TTI. Production of chloride slag is anticipated to be at the expanded capacity of 230,000 tonnes in 2019.

• On average over 2018 and 2019, MDL expects TiZir’s revenue, driven largely by zircon and titanium slag, to generate  
a unit revenue per tonne sold of US$535/t to US$625/t which, together with a unit cash cost of production of  
US$333/t to US$341/t, reflects an implied cash margin of US$202/t to US$284/ tonnes.9 

6 Page 2 of the cover letter of the Independent Expert’s Report.
7 Ibid, page 8.
8 Ibid, page 7.
9  Unit revenue per tonne sold and unit cash cost of production are calculated using sales and production volumes net of internal ilmenite sales  

and a weighted average of the revenues and cash costs over 2018 and 2019. Revenues and cash costs for 2018 and 2019 can be found in the  
TiZir Financial and Operations Guidance for 2018 and 2019 released by MDL to the ASX on 10 May 2018.

1. YOUR DIRECTORS’ EVALUATION OF THE OFFER
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• Mine and smelter optimisation projects are underway which your Directors expect will continue to improve production 
efficiencies in 2018 and beyond.

Future growth 

• After a period of ramp up and ongoing optimisation of the operations, the TiZir Joint Venture has established a  
strong platform to pursue value enhancing growth opportunities. 

• On 26 April 2018, the TiZir Board was informed of future projects under consideration by TiZir management including a 
second mine at GCO and an expansion of TTI.

3.  If you accept the Offer, you will lose the option to participate in any subsequent superior offer  
for your MDL Shares from any third party, should one emerge 

A data room is open and a process is underway to facilitate competing bids 

If you accept the Offer you will lose the option to participate in any superior offer that may emerge from a third party.

Since the announcement of the Offer, MDL has engaged with third parties regarding potential competing proposals to deliver 
greater value for the benefit of all MDL Shareholders. To that end, a data room has been opened and multiple international 
parties continue to engage in a process established by the MDL Board to facilitate competing bids. The summary in Eramet’s 
Bidder’s Statement of the Shareholders’ Agreement governing the TiZir Joint Venture highlights a number of mechanisms for 
an acquiring party to achieve 100% control of TiZir Limited, including traditional pre-emption and tag-along rights, break up 
procedures and dispute resolution provisions. 

As at the date of this Target’s Statement, no proposal has reached a stage where it is sufficiently progressed to be disclosed  
in this Target’s Statement and your Directors can give no assurance that any competing proposal will emerge. Your Directors 
will continue to keep MDL Shareholders informed of any material developments in this regard. 

4. The price of MDL Shares on the ASX has traded consistently higher than Eramet’s Offer Price
The MDL Board believes there are compelling reasons why an acquirer of MDL should pay a higher price, as does the broader 
market, given MDL Shares have consistently traded above the Offer Price since the Offer was announced on 27 April 2018.  
As at the last trading date prior to the date of this Target’s Statement, the VWAP of MDL Shares traded since Eramet 
announced its Offer is A$1.60 per Share,10 representing a premium of 10% to Eramet’s Offer Price.

The market expects that Eramet or a third party will pay more for your MDL Shares

Figure 2: MDL Share price since the Announcement Date11

10  Calculated using the cumulative volume and cumulative value of MDL Shares traded over the period from 27 April 2018 to 21 May 2018  
inclusive (source: IRESS). Excludes the 15,666,507 shares acquired by Eramet through off-market purchases on 27 April 2018 and on-market  
purchases on 27 April 2018 of 147,023 MDL Shares at A$1.46 per share and 12,802 MDL Shares at A$1.455 per share as referenced in the  
Replacement Bidder’s Statement.

 11  Trading price of MDL’s Shares since Eramet’s Offer on 27 April 2018 as per IRESS.
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Importantly, given Eramet has not declared its Offer as final, it is possible for Eramet to increase its Offer Price. Your  
Directors believe Eramet can and should pay more.

Do not lock up your Shares by accepting Eramet’s conditional Offer, especially when you can sell your MDL Shares at  
a higher price on-market.12 

Contrary to Eramet’s view, your Directors believe that there is no certainty that, if the Offer is unsuccessful and no  
competing offer emerges, the MDL Share price will fall significantly from the Offer Price. This is principally because  
of the improving performance of the TiZir Joint Venture, current market dynamics and the pricing environment for  
the TiZir Joint Venture products.  

 The Independent Expert supports this reasoning, stating:

“ While MDL shares could trade at prices below the Eramet Offer price in the short term in the absence of the Eramet Offer,  
the MDL share price should be supported by the additional information provided in MDL’s Target’s Statement, expectations  
of strengthening commodity prices and, over time, improved financial performance. Moreover, it is likely that the MDL share  
price would be supported to some extent by market perceptions that MDL continued to be an attractive takeover target, not  
least to Eramet (assuming the continuation of current market conditions and no material changes in MDL’s circumstances).”13

5. Key Shareholders publicly support your Directors’ view that the Offer does not represent full value 
A number of MDL’s major Shareholders, representing approximately 29.4% of MDL’s issued capital, have publicly expressed 
dissatisfaction with Eramet’s Offer. The views of these Shareholders were set out in the Chairman’s Letter to Shareholders 
released by MDL to the ASX on 10 May 2018:

• “ We remain a large and supportive shareholder. We have a lot of respect for Mineral Deposits’ management  
and board and will look to them for guidance in this respect … a situation where a transaction doesn’t proceed  
is perfectly acceptable.”14  
Simon Mawhinney, Allan Gray (13.41%)

• “ I am very supportive of the company ... MDL has put their foot on a strategic resource, they have spent the capex,  
they are just coming into production, they are producing into a serious market [shortage].”15  
John Cathcart, Thorney Investments (5.44%)

• “ Anyone who wants control of the joint venture needs to pay for that control ... the offer is substantially below [our 
estimate of] replacement cost of the joint venture’s capital equipment.”16  
Gabriel Radzyminski, Sandon Capital (2.7%)

• “ [Eramet is being] highly opportunistic given that the target is emerging from a period of high but abnormal costs 
that have constrained financial performance over each of the past four quarters. Those problems have now been 
overcome, but [MDL] has never traded in the clear, so to speak.”17  
Tim Robertson, Farjoy (7.82%)

Anyone who wants control ... needs to pay for that control

12  Based on current trading prices of MDL Shares as at the last trading day prior to the date of this Target’s Statement. 
13  Section 7.2.3, page 56 of the Independent Expert’s Report.
14   Ker, P. (2018) ‘MDL investors seek higher bid from French suitor’, The Australian Financial Review, 29 April,  

http://www.afr.com/business/mining/mdl-investors-seek-higher-bid-from-french-suitor-20180429-h0ze8d.
15 Ibid, amendment to Thorney Investment’s quote (insertion of ‘shortage’) made at Thorney Investments’ request to the Company dated 21 May 2018.
16 Ibid, amendment to Sandon Capital’s quote (insertion of ‘our estimate of’) made at Sandon Capital’s request to the Company dated 21 May 2018.
17   Stevens, M. (2018) ‘Bid pushback has Eramet on a Limb’, The Australian Financial Review, 8 May,  

http://www.afr.com/business/bid-pushback-has-Eramet-on-a-limb-20180508-h0zsq6.
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6.  Eramet’s inadequate and opportunistic Offer would deprive MDL Shareholders of the full value  
of their investment

Eramet’s Offer comes at a time when prices for TiZir’s zircon and chloride slag are at four year highs, particularly for zircon, 
where average prices are up more than 42% since 1Q 2017. Given its position as an insider in the TiZir Joint Venture, Eramet  
is well aware of the improving market and TiZir’s potential for future free cash flow generation and profitability.

Your Directors expect this price momentum to continue due to underinvestment in the sector, ongoing resource depletion  
and other supply side disruptions emerging across the industry. This situation is best reflected in increased enquiries from 
current and potential customers to secure additional supply of TiZir products.

TiZir is well positioned to maximise the value of all its products with the successful integration of GCO and TTI. Your Directors 
believe that TiZir, and therefore MDL, is at the beginning of a strong period of free cash flow generation, debt reduction and 
subsequent cash distributions.

The following chart indicates the magnitude of TiZir’s anticipated free cash flow for 2018 and 2019: 

TiZir is at the beginning of a period of strong free cash flow generation
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Figure 3: TiZir historical and guidance free cash flow 18
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18  Free cash flow (FCF) is defined as operating cash flow (after interest paid on external debt, tax paid and change in working capital) less investing cash 
flow. 2018 guidance has been prepared from the most recent joint venture forecast, as presented to the TiZir Board on 26 April 2018, and summarised 
in the TiZir Financial and Operations Guidance for 2018 and 2019 released to the ASX by MDL on 10 May 2018. Cash flows are based on first quarter 
actuals, detailed mine planning, executed contracts and TiZir sales price targets. 2019 guidance is sourced from the current TiZir adopted five year 
plan, updated for latest reserve and resource estimates (released to the ASX on 19 February 2018) and other joint venture developments also 
summarised in the TiZir Financial and Operations Guidance for 2018 and 2019. 11



19   Market data and broker consensus as at 26 April 2018, i.e. the day prior to the announcement of the Offer. Market capitalisation based on 
outstanding shares, performance rights and in the money options, except for ASX 300 Resources Index and ASX Small Resources Index. P/FCF 
multiples represent market capitalisation over FY2019 FCF. MDL’s market capitalisation is based on Eramet’s Offer price of A$1.46 per MDL Share 
and 200,026,574 Shares (including 196,985,649 outstanding Shares and 3,040,898 MDL Performance Rights, existing and 2018 Performance Rights). 
MDL’s FY2019 FCF guidance range is calculated as MDL’s 50% share of consolidated TiZir FY2019 FCF of US$82 million – US$162 million (based on 
TZMI low and high price forecast) less net MDL corporate costs of US$2.8 million, converted from USD to AUD at an exchange rate of 0.7552  
(AUD/USD closing price as at 26 April 2018, per IRESS). Mineral sands producers include: Iluka Resources, Base Resources and Kenmare Resources 
and the multiple is calculated as the simple average of each constituent’s P/FCF multiple. Other listed mineral sand producers, who do not have 
forward estimates or whose last available broker report is more than six months old, have been excluded. Iluka’s FY2019 broker mean consensus  
FCF as per FactSet has been adjusted for the forecast FY2019 FCF from Mining Area C (MAC; Iluka holds a royalty over iron ore produced from 
specific tenements of BHP Billiton’s Mining Area C) to isolate Iluka’s mineral sands operations, similar adjustment has been made to the market 
capitalisation for estimated net present value (NPV) value of MAC. MAC FCF is calculated as MAC EBITDA adjusted for 30% tax rate. MAC estimated 
FCF and NPV are based on an average of the following broker reports: Macquarie (19 April 2018), Credit Suisse (19 April 2018), UBS (19 April 2018), 
Deutsche Bank (27 February 2018) andMorgan Stanley (25 February 2018). Base Resources FCF is based on an average of the following broker 
reports: Hartleys (19 April 2018), RFC Ambrian (18 April 2018), Numis (18 April 2018) and Bell Potter (15 February 2018). The financial data has 
been calendarised to 31 December year end. Kenmare Resources FCF is based on an average of the following broker reports: Davy (11 April 2018), 
Hannam & Partners (11 April 2018) and Canaccord (11 April 2018). The P/FCF multiple for pigment producers includes Tronox, Chemours, Venator, 
Lomon Billions and Ishihara Sangyo Kaisha and is calculated as the simple average of each constituent’s P/FCF multiple. Kronos is not included as 
no FY2019 FCF broker mean consensus was available as at analysis date. Tronox estimates are based on standalone financials before the proposed 
acquisition of Cristal and have been sourced from relevant research reports. Chemours, Venator and Ishihara Sangyo Kaisha’s FY2019 broker mean 
consensus FCF are as per FactSet. Lomon Billions estimates are sourced from the following broker reports: Huatai Securities (24 April 2018), Sinolink 
Securities (8 April 2018) and Southwest Securities (3 April 2018). Financial data has been calendarised to a 31 December year-end. Eramet’s FY2019 
broker mean consensus FCF is based on FactSet. ASX300 Resources Index and ASX Small Resources Index includes constituents as at 26 April2018  
as per IRESS. Each constituent’s market capitalisation and FY2019 broker mean consensus FCF is based on FactSet. In order to adjust for the 
outliers, the P/FCF multiple is based on the median P/FCF multiple for each constituent. Includes only constituents for which FactSet sources  
a broker forecast mean consensus for FY2019 FCF.
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All metal & mining transactions
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7.    Eramet’s A$1.46 per Share Offer does not reflect MDL’s full value relative to peer market valuations  
and premiums paid to shareholders in comparable takeover transactions 

In 2019, using TZMI low and high case price forecasts, your Directors expect the TiZir Joint Venture to generate free cash flow 
in the order of US$82 million to US$162 million. On a look-through-basis, the Offer Price of A$1.46 per Share implies a price  
to free cash flow (P/FCF) multiple of ~2.8x to 5.8x for MDL Shares.

When compared with its peers, downstream pigment producers and comparably-sized ASX-listed miners, this multiple  
reflects a significant discount to market valuations. 

Eramet is not offering an adequate premium to MDL Shareholders
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Figure 4: Comparable trading multiples on 2019 free cash flow 19
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20   Based on an average of completed Australian Metals and Mining public transactions with a A$100 million to A$1 billion implied transaction  
equity value, over the last five years. Excludes ‘merger of equals’ transactions. Market data based on IRESS and VWAP are calculated based  
on cumulative value and cumulative volume traded over the relevant period, where the premium is not stated in company filings.

Furthermore, successful comparable public metals and mining market transactions (over the last five years) demonstrate  
that significantly higher premia have been paid than Eramet’s Offer to MDL Shareholders.

Over the past five years, premia for public metals and mining transactions have averaged 60% to last close (72% to last close in 
hostile transactions) and 67% to one month VWAP (69% to one month VWAP in hostile transactions). By comparison, Eramet’s 
Offer represents a premium of just 26% to last close and 33% to one month VWAP prior to the announcement.

Eramet has indicated in its Bidder’s Statement that it has significant liquidity, with financial resources in the order of  
US$3.3 billion (€2.8 billion). Eramet’s share price trades at higher free cash multiples to MDL Shares (see Figure 4).  
On this basis, the Offer will be accretive to Eramet shareholders even at prices above the current Offer price of  
A$1.46 per Share. Eramet can and should pay you fair value for your Shares.

Eramet can and should pay more
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Figure 5: Eramet Offer’s bid premium compared to precedent transaction20
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Following a detailed review of Eramet’s original Bidder’s Statement released on 27 April 2018 and especially given Eramet’s 
position as an insider in the context of the TiZir Joint Venture, your Directors believed that there were information deficiencies 
in Eramet’s original Bidder’s Statement. Your Directors further believed that those information deficiencies disadvantaged 
MDL Shareholders and their capacity to make a fully informed decision as to whether or not to accept Eramet’s Offer.

To address those information deficiencies, your Directors proactively raised their disclosure concerns with Eramet. As a 
result of that direct engagement, Eramet released a replacement Bidder’s Statement on 14 May 2018 containing additional 
information and various corrections or clarifications. A marked-up version of Eramet’s Bidder’s Statement was also released.

The table below contains your Directors’ response to inaccurate or misleading statements made by Eramet in its Bidder’s 
Statement, to the extent that they were not sufficiently corrected or clarified by Eramet in its replacement Bidder’s 
Statement. The table below also contains your Directors’ response to the specific statements made by Eramet in its Second 
Supplementary Bidder’s Statement (released to the ASX on 16 May 2018):

Eramet’s claim MDL’s response

Bidder’s Statement

1 Section 3.3 (c) – page 20: 
Eramet’s disclosure on  
the GCO tax audit

The TiZir Joint Venture is subject to a regular and scheduled audit every four years 
and the current audit is being undertaken as scheduled. 

2 Chairman’s Letter – page 3: 
Eramet’s misleading  
commentary on MDL  
annual profit and dividends

Reason 2 – page 6:  
Eramet’s misleading  
commentary on MDL’s  
historical net losses after  
tax and dividends 

Eramet makes a number of comments regarding MDL’s annual profit, net losses 
after tax and dividends history. Although those statements are true in strictly literal 
terms, they are materially misleading by omission because they fail to recognise the 
following countervailing facts:
• the TiZir Joint Venture spent more than three years (2011 – 2014) constructing 

the mine, ramping up production and thereafter utilising available funds towards 
optimising both GCO and TTI; and

• at the TiZir Joint Venture level, the TiZir Board (which includes representatives from 
Eramet) has either not been in a position to make a dividend payment or has made 
a decision not to make dividend payments to its two shareholders in favour of 
retaining cash for investment and working capital. Indeed, Eramet itself states that 
this is precisely the same strategy it would seek to encourage the MDL Board to 
pursue if Eramet only succeeds in acquiring less than 90% of MDL. 

The statements concerning the absence of any MDL dividends are also misleading 
because they omit any reference to MDL making a US$474 million in-specie distribution 
to MDL Shareholders from the demerger of the Sabodala Gold Mine in 2010.

In addition to Eramet’s claims being misleading, it is worth noting that Eramet has 
not paid a dividend or made any other distribution to its shareholders since 2012

Second Supplementary Bidder’s Statement

3 Section 1 (a) – page 2:  
Eramet’s inaccurate commentary 
on MDL’s TiZir Guidance as 
based on assumptions that 
are ‘inherently volatile and 
unpredictable’

The TiZir Financial and Operations Guidance for 2018 and 2019 released by MDL to 
the ASX on 10 May 2018 (TiZir Guidance) was informed by TZMI pricing forecasts 
for 2019. TZMI’s work supports investment decisions regarding many projects 
undertaken by peer mineral sands companies. Recent examples include Iluka 
Resources Limited (ILU ASX release of 12 December 2017) and Sheffield Resources 
Limited (SFX ASX release of 24 March 2017). On 17 May 2018, MDL released to 
the ASX details of a TZMI market study commissioned by MDL and the Company 
encourages its Shareholders to review that market study when considering  
Eramet’s statements.

It is worth noting that Eramet approved the use of TZMI to provide market due 
diligence in the TiZir bond refinancing process (successfully completed in 2017) and 
for the impairment assessment of TiZir’s assets at 31 December 2017 (approved by 
the TiZir Board on 4 April 2018). Eramet also used TZMI information to assist with 
its evaluation of the creation of the TiZir Joint Venture. Those actions by Eramet are 
inconsistent with its statements in the Second Supplementary Bidder’s Statement.
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The financial information relating to TiZir’s 2018 production and pricing contained 
in the TiZir Guidance is not ‘volatile’ or ‘unpredictable’. Short-term volatility is 
significantly reduced as production is largely contracted for the remainder of the 
year. While pricing for titanium slag has been agreed for 2018, pricing for zircon is  
not committed in order to benefit from anticipated higher prices during the year.

MDL stands by the TiZir Guidance and trusts it is of assistance to its Shareholders  
in evaluating the Eramet Offer.

4 Section 1 (b) – page 2:  
Eramet’s misleading  
commentary on TiZir 
performance being ‘vulnerable to 
unexpected shocks’

MDL reiterates its position that TiZir’s historical performance reflects outcomes 
consistent with operations on a pathway to maturity and steady state production. 

While all resource companies are exposed to risks that might be described as 
‘unexpected shocks’, Eramet fails to acknowledge the measures GCO and TTI 
have in place to mitigate such risks, including insurance.

By describing TTI as an ‘approximately 30 year old processing plant’ Eramet implies 
that its age exposes it to vulnerability. By contrast, MDL considers TTI’s long 
production history to be one of its key competitive advantages within the titanium 
feedstock industry and a risk mitigant due to factors such as long-term employee 
operational knowledge and established supplier and customer relationships. 
Furthermore, Eramet does not acknowledge the recent investments made to refurbish 
and expand capacity at TTI, which were proportionately funded by MDL Shareholders.

Operational issues raised by Eramet have not deterred Eramet from making its Offer.

5 Section 1 (c) – page 3:  
Eramet’s inaccurate 
representation of TiZir’s 
performance against  
internal targets

It is the case that TiZir has not met some of its historical internal targets. However, 
TiZir has demonstrated a positive trend in operational runtime, throughputs and 
profitability throughout a period of depressed market conditions. With growing 
operational experience at GCO and continued focus on operational optimisation at 
both GCO and TTI, TiZir is currently well placed to maintain the stability of future 
operations (the benefit of which Eramet is seeking to acquire). 

Furthermore, physical production and financial inputs for long-term planning have 
been assessed and validated by Independent Technical Specialist AMC Consultants 
Pty Ltd (as outlined in section 10 of the Independent Technical Specialist’s Report, 
attached in Appendix 1 to this Target’s Statement) before being included in the 
Independent Expert’s valuation assessment of MDL. 

Again, Eramet’s view of TiZir’s performance has not deterred Eramet from  
making its Offer.

6 Section 1 (d) – page 4:  
Eramet’s further inaccurate 
comments on TiZir Guidance 
for 2019 describing it as 
‘meaningless’

In the TiZir Guidance, MDL did not provide pricing forecasts or guidance on price,  
but showed a balanced range of potential outcomes (ranging from low to high  
pricing cases) from which MDL Shareholders could draw their own conclusions.

Additionally, MDL included 2019 guidance on TiZir’s financial and operations 
performance in order to provide a line-of-sight to the cash flow potential of GCO and 
TTI based on a normalised full year of production under low and high price cases.

MDL does not consider such guidance as ‘meaningless’ to its Shareholders in 
evaluating Eramet’s Offer.

7 Section 1 (e) – page 4:  
Eramet’s opinion on MDL’s  
2017 capital raising disclosure

Eramet’s comparative reference to MDL’s non-disclosure of forward-looking guidance 
in its 2017 capital raising is misconceived. MDL’s disclosure obligations for its 2017 
capital raising presupposed what was then an undisturbed and continuing joint 
venture. Eramet’s unsolicited and opportunistic Offer now fundamentally changes 
the disclosure context. 

MDL concluded that it was necessary and appropriate to release its forward-
looking guidance on TiZir so that MDL Shareholders have all material information 
they need to assess Eramet’s Offer.
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2 Geology 
2.1 Regional geology 

The Atlantic Grande Côte area of north-west Senegal comprises an assemblage of marine sands remaining after the sea 
retreated in recent times. The prevailing weather is from the north-west and this has contributed to the formation of a 
normal fore dune system and a series of high aeolian – mobile dunes, which trend north-west and extend inland for up to 
4.5 km from the beach. 

GCO is located within the belt of coastal dunes that lie along the current shoreline that starts approximately 80 km north-
east of Dakar and extends northward for more than 100 km. Significant HM deposits have been identified by drilling on the 
GCO Mining Concession in the areas of Mboro Hotel, Mboro, Fass Boye, Diogo, Lompoul and Yodi over an extent 
exceeding 70 km. 

There is potential for additional deposits within the GCO Mining Concession along strike of the existing drilling both to the 
north and the south of the known deposits that comprise the reported 2017 Mineral Resources. 

2.2 Local geology 

The dunes, which host the Grande Côte deposits are Holocene (Recent) in age, mobile or semi-fixed, pale yellow in colour 
and overlie Quaternary white marine sands, which represent a recessive littoral environment. The dunes range between 
5 m and 35 m in height and the mineralized zones, which are essentially flat-lying, average around 15 m in thickness. 

Both the mobile dunes and the underlying precursor marine sands contain HM; principally ilmenite with accessory zircon, 
rutile and leucoxene. 

An extensive older back dune system of north-east trending aeolian red or orange coloured sands was formed during the 
Ogolien regression (20,000 to 11,000 years before present) when the Sahel desert spread southwards to this region. The 
mobile dunes may also be a reworked part of these back dunes. The mobile dunes intermittently overlie the back-dune 
sands in the more inland parts of the deposits. 

Based on work by the Geological Survey and DuPont, the current understanding of the mineral sands deposits suggests 
there are three aeolian phases, with the greatest amount of HM in the oldest phase, which is now the most inland part of 
the mobile dune system. 

The littoral sands contain some HM and the reworking of this material by longshore currents, coupled with wave action is 
believed to have fractionated the sands to produce thinly bedded HM concentrations reworked as lag deposits in the mobile 
dunes. In general, the littoral white sand horizon is fine grained but at depth (25 m to 45 m below surface) it contains some 
lenses of coarse sands and grits, which enhance the surficial aquifer. 

There is generally a thin (0.5 m) humic horizon present at the interface between the yellow mobile dunes and the white 
beach sands. Beneath the humic layer, localized accumulations of fine grained iron oxide-rich friable sandy clays 
representing ancient swamps are occasionally present. Where present, the peat material considered a lignitic peat formed 
from tropical gallery-forest of Guinean type contains deposits of fossil wood. These type of peat deposits in old inter-dune 
depressions, have variable thicknesses between one to ten metres. Generally, the peat deposits are discontinuous, trend 
north-east and are bounded on their margins by grey humic sand and clay. 

A diagrammatic cross section through the Grande Côte deposits is presented in Figure 2.1. 

Figure 2.1 Diagrammatic cross section through the Grande Côte deposits 
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2.3 Mineral Resource 

2.3.1 Mineral Resource estimate 

AMC first reviewed the GCO Mineral Resource estimate reported at 31 December 2016 as part of the ITSR activities 
undertaken during 2017. An update to the project Mineral Resource estimate reported as at 31 December 2017 was 
subsequently reviewed when supplied to AMC in April 2018. MDL updated the Mineral Resource estimate and depletion 
as a result of mining activities during 2017. All supporting information reviewed for the 2016 Mineral Resource by AMC 
remains the same for the 2017 Mineral Resource and is therefore relevant to the updated Mineral Resource. 

The GCO Mineral Resource estimate reported as at 31 January 2018 is shown in Table 2.1. 

Table 2.1 GCO Mineral Resource Estimate as at 31 December 2017 

Resource 
Category 

Tonnes 
(Mt) 

In Situ 
(HM Mt) 

HM 
(%) 

Zircon 
(%) 

Leucoxene 
(%) 

Rutile 
(%) 

Ilmenite 
(%) 

Measured 1,456 20.9 1.4 10.7 3.2 2.5 72 
Indicated 350 4.8 1.4 10.7 3.2 2.5 72 
Inferred 41 0.5 1.2 10.7 3.2 2.5 72 
Total 1,847 26.2 1.4 10.7 3.2 2.5 72 

Notes: Quantities and grades have been derived by accumulating the grades to 6 m below the natural water table except for the Mboro 
Hotel and Yodi deposits, where the accumulation is to the natural water table. 
A cut-off grade of 1.0% HM has been applied to the accumulated grades. 
Tonnes have been rounded to the nearest 1 Mt. 
Grades have been rounded to one decimal place. 
The mineral assemblage (zircon, leucoxene, rutile, and ilmenite) is reported as a percentage of HM. 
Mineral Resources are inclusive of Ore Reserves. 

2.3.2 Drillhole data 

The Mineral Resource estimate is based on predominantly aircore (AC) drilling and hand auger drilling undertaken by MDL 
and historical drilling that was undertaken by DuPont. The DuPont drilling is comprised of water injection reverse circulation 
(RC) drilling and hand auger drilling. Historical drillholes comprise approximately 35% of the number of drillholes contained 
in the database provided by MDL to AMC. 

All holes are vertical, which is appropriate for the generally flat-lying nature of the mineralization. The drill spacing varies. 
The majority of the strike length is informed by drilling on a 40 m by 200 m drill grid. 

Auger drilling is generally conducted on an 80 m by 200 m spacing with auger holes terminated at or above the water table. 
AC infill drilling is generally on an 80 m by 200 m spacing, with holes drilled to approximately 8 m below the water table. 
The auger and AC holes combined achieve a 40 m drill spacing on 200 m spaced drill sections, with alternate holes 
providing samples from below the water table. Grade control AC drilling campaigns are conducted on 40 m by 100 m 
spacing in advance of mining. 

Drillhole collars were surveyed. Vertical down holes were not surveyed at depth/down-the-hole, which is reasonable as 
short AC drillholes are unlikely to deviate significantly. The average sample length is 1 m, for samples submitted for routine 
analysis. A geological log was completed for each sample interval. 

The co-ordinate system used for data collection is the Universal Transverse Mercator (UTM), Northern Hemisphere 
Projection, Zone 28, WGS84 Datum. A local grid co-ordinate system is used for resource modelling purposes, which 
requires the subtraction of one million from the north co-ordinate and rotation of the data by -35˚ around the Z plane. 

The files containing drillholes used to estimate the 2016 Mineral Resources at the Mboro Hotel and Yodi deposits have 
incorrect local grid co-ordinates for all drillholes. Two data files supplied to AMC, dhyodi.dm and dhmbo.dm, contain the 
drillholes used in 2014 to extend the block model north to include Yodi and south to include the Mboro Hotel area. The 
local grid drillhole co-ordinates in these files do not correspond to the co-ordinates of the same drillholes when extracted 
from the drill database with UTM co-ordinates and converted to the local grid. Nor do they correspond to the local grid co-
ordinates stored in the in the database supplied. AMC notes that in the access database supplied, GCO_Database.accdb, 
that all the local grid northing data are stored in the local grid easting field and vice-versa. As the areas affected by these 
drill holes are at both the Northern and Southern extents of the Mineral Resource and are not planned to be mined within 
the next 10 years AMC does not consider this a material issue. 

The auger drillholes in the data file used to estimate the Mboro Hotel deposit are located approximately 40 m south – 
southwest of their true positions in the local grid co-ordinate system. The auger drillholes in the data file used to estimate 
the Yodi deposit are located approximately 150 m east – northeast of their true positions in the local grid co-ordinate system 
and these holes are also offset 0.5 m above the elevations recorded in the database. 
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The Inferred Mineral Resource for the Noto deposit was first reported in the 2015 Mineral Resource, however, in the report 
GCO 2016 Resource and Reserve report_Final2.pdf it was noted that a mistake was made in the method applied to 
determine the Mineral Resource for Noto, and that another part of the Noto block model was overlapping with the Mboro 
Hotel block model. The files for the 2015 Noto Mineral Resource estimate were supplied but the corrected files from the 
2016 estimate were not provided to AMC. Therefore, AMC has not been able to complete the review the Noto 2016 Inferred 
Mineral Resource estimate. AMC have excluded the overlapping area during the verification of the 2016 Mineral Resource 
statement and the results correspond with MDL data. 

The drilling data file used in the 2015 Mineral Resource estimate for the Noto deposit was supplied to AMC however, these 
drillholes are not contained in the database supplied and could not be validated. AMC notes that the northern drill section 
of the 1,600 m spaced drill sections at Noto is located only 100 m south of existing 80 m by 400 m spaced auger drilling of 
the Mboro Hotel deposit, which may indicate a similar error in translation to the local mine grid as evident in the Mboro 
Hotel and Yodi drillhole files supplied. 

2.3.3 HM measurements 

MDL’s HM measurements were determined by heavy liquid separation utilising lithium sodium tri-polytungstate at MDL’s 
site laboratory. DuPont’s HM determinations were conducted in the same site laboratory and used the Magstream 
separation process, which uses ferro-fluids, and magnetic and centrifugal forces to produce precise split points over a 
range of specific gravities. 

Quality assurance/quality control (QA/QC) protocols in place during sample analysis by MDL include use of reference 
material standards and analysis of duplicate samples at an umpire laboratory in Australia. Dupont’s QA/QC included 
analysis of duplicate samples using the heavy liquid tetrabromoethane. The QA/QC data analysis presented in the 
Definitive Feasibility Study (DFS) report dated June 2010 demonstrated that the HM determinations were reliable and an 
appropriate basis for Mineral Resource estimation and project development. 

No QA/QC data has been presented to AMC for the 183 infill drillholes in the database drilled after the DFS. The infill 
drillholes were not used in estimating the reported Mineral Resources. 

The updated Mineral Resource statement issued by GCO on 31 January 2018, sequential to the 2016 Mineral Resource 
statement analysed by AMC, appears to have only dealt with the depletion of the Mineral Resource as a result of mining 
activities during 2017 and an adjustment to the planned dredge pond levels. No data has been received from GCO to 
amend any of the inaccuracies described above, as observed in the 2016 Mineral Resource statement, as stated above 
however, these issues are not considered material. 

2.3.4 Mineralogy 

The default mineralogy assemblage assigned to the Mineral Resource is based on limited sampling conducted during the 
Definitive Feasibility Study and is supported by reconciled production data. In the 2010 Grande Côte Mineral Sands Project, 
Senegal, West Africa Technical Report for Mineral Deposits Limited prepared by AMC, it was noted that the mineralogical 
assessment of the various bulk samples and drillhole composite samples taken from the Fass Boye and Diogo deposits 
produced a reasonable estimate of the zircon range as 8.3% to 11.0% with an unweighted mean of 10.6%. The average 
zircon grade of 10.7% was applied by AMC in preparation of the Mineral Reserves as part of the DFS, reported in 
accordance with the Canadian listing standards for National Instrument 43-101. 

It is stated in the GCO 2016 Resource and Reserve Report that; “The heavy mineral has a consistent assemblage of 10.7% 
zircon, 72% ilmenite, 2.5% rutile and 3.2% leucoxene. This has been reconciled with other tests carried out by ERAMET 
during the due diligence, Infill drilling and the metallurgical report from actual mining production". An internal MDL report5 
presents a summary of the various mineralogy determination methods used and the average zircon proportions 
determined. Grain count analysis are dismissed as not very accurate and leading to a serious over estimation of the zircon 
content. Mineral laser ablation (MLA) analysis of 17 composite samples by MDL returned an average zircon grade of 
10.6%. In contrast, the report demonstrates that MLA analysis subsequently conducted of 19 samples sourced from 17 
randomly selected drillholes had an average zircon grade of 8.9% and that 233 samples sourced from the Fas Boyes and 
Diogo areas analysed by X-ray fluorescence (XRF) returned an average zircon grade of 9.8%. Similar variance between 
the datasets and the default values is demonstrated for the ilmenite and leucoxene average grades. 

Reconciliation data for the production period January to October 2015 presented in the Tonnage and Grade 
Reconciliation.xls spreadsheet supplied to AMC demonstrates the average dredge feed total heavy mineral (THM) zircon 
grade was 11.0% compared with the default value of 10.7%. The reconciliation data demonstrates the average dredge 
feed total heavy mineral (THM) ilmenite grade for the period January to October 2015 was 66.5%, which is significantly 
lower than the default grade. Conversely, the average dredge feed THM leucoxene grade for the period was 6.0%, which 

                                                           
5  Dakar Project, Grande Côte Operation, Due Diligence Resource and Reserves Evaluation ([13.1.3.4.1.1] DAKAR DD geology-

reserves_v2.doc)  
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is higher than the default grade whilst the average reconciled rutile grade was 2.1%, which is also lower than the default 
grade. 

Reconciliation indicates the average grade is lower than the estimated grade and assumed assemblage. 

An updated Mineral Resource statement was issued by GCO on 31 January 2018, sequential to the previous 2016 Mineral 
Resource statement analysed by AMC that demonstrated a depletion of 46.8 Mt at 1.7% HM, containing 0.8 Mt of in-situ 
HM mined during 2017. 

Mineralogy data is collected for the infill drilling conducted for the short-term production block models. For the production 
period January to October 2015, the short-term production block model underestimated all valuable HM mineralogy 
average grades against the reconciled dredge feed THM except for ilmenite. The short-term production model mineralogy 
monthly average data for the 2015 period demonstrates significantly less variability than the reconciled dredge feed 
mineralogy. The default ilmenite grade reported for the 2016 Mineral Resource is 72%, which is lower than the 74.5% 
ilmenite grade reported in the DFS, however, no supporting documentation was supplied to AMC regarding this change. 

The default mineralogy values used in the DFS have been applied to the Indicated and Inferred Mineral Resources located 
at the northern and southern extremities of the modelled mineralization. No mineralogy data has been collected to support 
the application of the default values to these areas. 

2.3.5 Bulk density 

Bulk density determinations were carried out on more than 600 samples obtained from across the deposit using a tube 
driven into the sand and sealed at both ends to deliver an in situ undisturbed sample. The majority of sampling was 
conducted on near-surface intervals (between 0.3 m and 1 m below surface). Samples were taken representing the various 
facies present including the aeolian dunes, continental dunes and the white littoral sands. Sample densities range from 
1.67 t/m³ to 1.80 t/m³ and an average bulk density of 1.70 t/m³ was applied for tonnage estimation. Adjustments are made 
to the local density based on the proportion of peat where it is present in the model. 

2.3.6 Mineral Resource estimation 

The Mineral Resource estimates were developed without the use of geological domains. A review conducted during the 
DFS supports this estimation practice. Grades have been estimated into a block model using ordinary kriging and 
parameters derived from studies of variography. 

AMC considers that the Mineral Resource estimates have been completed using appropriate estimation methods. 

The auger drillholes in the data file used to estimate the Mboro Hotel deposit are located approximately 40 m south–
southwest of their true positions in the local grid co-ordinate system. Given the absence of domaining in the estimation 
process and the regular offsets of drillholes from their true locations, AMC does not expect the correction of this error to 
have a material impact on the Indicated Resources reported from this area. 

The auger drillholes in the data file used to estimate the Yodi deposit are located approximately 150 m east – northeast of 
their true positions in the local grid co-ordinate system and are also offset 0.5 m above the elevations recorded in the 
database supplied. The large offset across the strike direction of the mineralized dunes for these drillholes could have a 
significant impact on the Indicated Resources reported for Yodi given the interaction of the highly variable topography with 
the resources estimated from these drillholes. However, given the likely magnitude of the changes when these errors in 
the estimate are corrected, relative to the size of the total Mineral Resource and that mining is not scheduled in this area 
until 2029, AMC does not consider this to have a material impact on the overall GCO reported Mineral Resources and Ore 
Reserves. 

The Inferred Mineral Resource for the Noto deposit was first reported in the 2015 Mineral Resource however, as detailed 
above, a mistake was made in the method applied to determine the Mineral Resource for Noto and this was rectified for 
the 2016 Mineral Resource. Files from the 2016 or 2017 estimates were not provided to AMC and therefore, AMC has not 
been able to review the Noto Inferred Mineral Resource estimates. 

As the deposit is mined by dredge, all material from surface to the base of the potential dredge pond will pass through the 
dredge and treatment plant. The 2016 Mineral Resource only includes material where the cumulative grade from the 
surface to base of potential pond exceeds the 1% HM cut-off grade. The Mineral Resource for the majority of the deposit 
is reported above a surface generated 6 m below the natural water table. The Mboro Hotel and Yodi deposits have been 
reported above the natural water table surface, which is the lower limit of the drilling at those deposits. Mining of additional 
high-grade material from the periphery of the dredge path by dozer push has been incorporated into the 2016 and 2017 
Ore Reserve. 
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AMC was unable to replicate the 2016 Mineral Resource tonnages and grades reported as at 31 December 2016 from the 
1.everywherebm.dm model. It is unclear which input variable (such as topography, water table, reporting methodology, 
resource classification and the overlap of the Noto and Mboro models) might be causing the difference in results. The 
report generated by AMC was 6% higher than the MDL reported total tonnage and within 4% of the MDL reported total 
average HM. AMC notes that the distribution of Indicated Mineral Resources in the RES field in the block model 
1.everywherebm.dm differs from that presented in the plan of Mineral Resources Classification, dated 2 February 2017 in 
the report GCO 2016 Resource and Reserve report_Final2.pdf. Given the known issues, including the overlapping models 
discussed above, AMC does not consider this tonnage and grade difference to be material. 

The updated Mineral Resource statement issued by GCO on 31 January 2018, sequential to the 2016 Mineral Resource 
statement analysed by AMC, appears to have only dealt with the depletion of the Mineral Resource as a result of mining 
activities during 2017. Additionally, an accompanying updated Ore Reserve statement was issued that incorporates an 
adjustment to the planned dredge pond levels and additional off-dredge path material to be recovered by dozing ore into 
the dredge path. No data has been received from GCO to amend any of the inaccuracies described above, as observed 
in the 2016 Mineral Resource statement. 

2.3.7 Resource classification 

The Mineral Resource estimate is classified as Measured Mineral Resource where it is based on drill spacing of 40 m by 
200 m, and as Indicated Mineral Resource where the drill spacing is up to 100 m by 400 m. All Mineral Resources at Mboro 
Hotel and Yodi are classified as Indicated and these comprise the majority of the Indicated Mineral Resource. Inferred 
Mineral Resource classification is based on a drill spacing of 160 m by 1,600 m and the majority of Inferred Mineral 
Resource occurs at Noto. 

The estimates are classified as Measured, Indicated and Inferred Resources in accordance with the JORC Code. 

No assessment has been conducted of the potential for additional mineralization in the areas of the GCO Mining 
Concession located outside the areas that contain the reported Mineral Resources. AMC notes that within the GCO Mining 
Concession there remains 10 km of strike length yet to be drilled to the north of the Yodi deposit and a further 21 km of 
strike length yet to be drilled to the south of the Noto deposit. 

2.3.8 Currency of data 

AMC notes that although a considerable amount of technical information has been provided, there are no dates on most 
of the technical files including many of the MDL’s PowerPoint presentations. A file register accompanied 18 files provided 
to AMC on 14 August 2017, however this register only provides descriptions and comments for those 18 files. 

The absence of the effective dates of the files provided, including the multiple drill databases, is not currently material to 
the existing Resource modelling. However, under extenuating circumstances, this has the potential to be material were the 
need to reconstruct the digital technical data to arise. Data security is discussed in the JORC Code as part of Table 1, 
section 1. 

2.3.9 Recommendations 

AMC recommends: 
• Correction of the collar location of the drillholes used to estimate Yodi and Mboro Hotel deposits, where applicable, 

and re estimation of the Mineral Resource. 
• Evaluate the requirement for additional mineralogy data and the inclusion of mineralogy data in the Mineral 

Resource estimation, if justified by sampling. 
• Implement a file and report naming convention that incorporates date and version control. 
• Detail all relevant supporting documentation when reporting Mineral Resources, including filenames of files used, 

details of the reporting methodology and all of the selection criteria used. 

2.3.10 JORC opinion 

In AMC’s opinion the data inputs used to estimate the 2018 Mineral Resource have been collected using appropriate 
methods with acceptable levels of QA/QC, and are thus suitable to act as inputs in the resource estimation. AMC considers 
that the Mineral Resource estimates have been generated using appropriate methods. 
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