
 

 

 

 

 
 

 

 
Liability limited by a scheme approved under Professional Standards Legislation  

Stantons Is a member of the Russell 

Bedford International network of firms 

 

PO Box 1908 

West Perth WA 6872 

Australia 

Level 2, 1 Walker Avenue 

West Perth WA 6005 

Australia 

Tel: +61 8 9481 3188 

Fax: +61 8 9321 1204 

ABN: 42 128 908 289 

AFS Licence No: 448697 

www.stantons.com.au 

 

 

 

  

 

 

 
 
 
11 June 2021 
 
The Directors 
Siburan Resources Limited 
Suite 2, Level 13, 49 York Street 
Sydney NSW 2000 
 
 
Dear Directors, 
 

 

Independent Expert’s Report Relating to Share Issue in Relation to the 
Acquisition of Dragonfly Biosciences Limited 

 
1 Executive Summary 

Opinion 

1.1 In our opinion, the proposed transaction outlined in Resolution 1 of the Notice of Meeting (“NoM”) 
relating to the issue by Siburan Resources Limited (“Siburan” or the “Company”) of up to 
605,144,219 ordinary shares to the shareholders and convertible noteholders of Dragonfly 
Biosciences Limited (“Dragonfly”) is considered FAIR and REASONABLE to the non-associated 
shareholders of Siburan as at the date of this report. 

Introduction 

1.2 Stantons Corporate Finance Pty Ltd (“Stantons”) were engaged by the directors of Siburan to 
prepare an Independent Expert’s Report (“IER”) to determine the fairness and reasonableness of 
the proposal outlined in Resolution 1 of the attached NoM and Explanatory Statement (“ES”). The 
NoM will be released ahead of a general meeting of Siburan shareholders to be held in or around 
July 2021 (the “Meeting”). 

1.3 Historically, Siburan was a resource exploration company listed on the Australian Securities 
Exchange (“ASX”). The historical operations of the Company include tungsten and gold exploration 
projects in Australia, New Zealand and Papua New Guinea (“PNG”). The Company was initially 
suspended from trading on ASX on 22 February 2019 due to Siburan’s operations being 
considered by ASX to be inadequate to warrant the quotation of its securities. The Company has 
not undertaken exploration activities since that date. 

1.4 Dragonfly is a London, United Kingdom (“UK”) based private company with operations in 
cannabidiol (“CBD”) oil production and sales. 

1.5 Pursuant to a Implementation Heads of Agreement dated 27 May 2021 (“Acquisition 
Agreement”) Siburan is proposing to undertake a reverse acquisition of Dragonfly by completing 
the following proposals (the “Acquisition”). 

i) Siburan will acquire 100% of the outstanding ordinary shares (totalling 55,789,765) in 
Dragonfly (“Dragonfly Shares”) from the current shareholders of Dragonfly (“Dragonfly 
Shareholders”); 
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ii) Siburan will acquire 100% of the outstanding convertible notes (principal amount of 
approximately £6,391,787 plus accrued interest) in Dragonfly (“Dragonfly Con Notes”) 
from the holders of the Dragonfly Con Notes (Convertible Noteholders”); and 

iii) Dragonfly Shareholders and Convertible Noteholders will be issued post-consolidation 
ordinary shares in Siburan on a pro rata basis assuming that the convertible notes are 
converted into ordinary shares on a basis described at Paragraph 2.7 of this Report. The 
total number of shares to be issued is determined with reference to a notionally agreed 
value of Dragonfly.  

Under the terms of the Acquisition Agreement, the notionally agree value is expected to be 
£45,000,000, although the agreement allows for the final value to change (refer to the ES). 
The value is agreed to convert into Australian dollars (“A$”) at the exchange rate as at the 
date of the agreement, being £/A$ 0.561.  

As the notionally agreed value of Dragonfly is subject to change, the NoM outlines various 
scenarios for the total number of shares to be issued to the Dragonfly vendors. 
Throughout this report we have defined three scenarios as follows: 

▪ the “Low Scenario”, being the scenario involving the lowest number of shares to 
be issued as outlined in the NoM; 

▪ the “Expected Scenario”, based on the expected terms in the Acquisition 
Agreement; and 

▪ the “Maximum Scenario”, which relates to the maximum number of shares that 
the Company is seeking shareholder approval for. 

 Acquisition Share Issue Scenarios 

 Low Scenario Expected Scenario Maximum Scenario 

    

Notionally agreed value (£) 22,500,000 45,000,000 62,500,000 

Notionally agreed value (A$) 40,106,952 80,213,905 120,320,855 

    

Total consideration shares 201,714,740 403,429,479 605,144,219 

Source: Acquisition Agreement, ES   

As approval is being sought for the issue of up to 605,144,219 ordinary shares to the 
Dragonfly Shareholders and Convertible Noteholders in aggregate, our opinion addresses 
share issues up to the Maximum Scenario. The other scenarios are provided throughout 
this report for information purposes only. 

1.6 Subject to approval of Resolution 7 of the NoM, Siburan will undertake a 50 to 1 capital 
consolidation prior to completion of the Acquisition, reducing the existing share capital of Siburan 
from 797,832,100 to 15,956,642 ordinary shares (“Share Consolidation”). 

1.7 The Acquisition Agreement contains a condition precedent that Siburan receives valid applications 
for a capital raising of at least A$10,000,000. We note the Company will seek to undertake a 
capital raising with a minimum of A$10,000,000 through the issue of 50,000,000 post-consolidation 
ordinary shares at an issue price of A$0.20 per share (the “Capital Raising”), with 
oversubscriptions up to A$1,000,000 though the issue of up to 5,000,000 additional ordinary 
shares. We note that completion of the Capital Raising on these terms is a material assumption of 
our evaluation. 

1.8 Finexia Securities Limited (“Finexia”) will receive 5,000,000 ordinary shares in Siburan as 
compensation for acting as sponsoring broker to the Capital Raising (the “Broker Shares”). 

1.9 We note that on completion of the Acquisition, 1,899,794 existing Dragonfly options held by 
employees will be converted into 11,337,271 options in the new entity on terms outlined in Table 
29 of this report (the “EMI Options”). 
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1.10 For the purpose of this IER, we considered the proposed transaction to include the Acquisition, 
Capital Raising, the issue of the Broker Shares and EMI Options (collectively referred to as the 
“Transaction”), as completion of Resolution 1 is linked to each of these. We also assume that the 
Share Consolidation will occur prior to the Transaction. 

Purpose 

1.11 As a result of the Transaction, the vendors of Dragonfly (collectively the Dragonfly Shareholders 
and Convertible Noteholders) have the potential to acquire an interest of up to 89.51% in Siburan 
(assuming completion of the minimum Capital Raising). For the purpose of this IER the Dragonfly 
Shareholders and Convertible Noteholders are deemed to be associates. 

1.12 Except in certain circumstances, Section 606 (“s606”) of the Corporations Act 2001 Cth 
(“Corporations Act”) prohibits a person (and/or associated parties) from acquiring a relevant 
interest in the issued voting shares of a company that increases their relevant interest: 

a) from 20% or below to more than 20%; or 

b) from a starting point that is above 20% and below 90%. 

1.13 One of the exceptions to s606 is where the acquisition is approved by the members at a general 
meeting of the company. 

1.14 We have been advised to prepare this IER on the basis that a change in control of the Company 
will occur based on the collective interest acquired by the Dragonfly Shareholders and Convertible 
Noteholders, though we note that the IER may not be a requirement pursuant to the definition of 
associated parties for the purpose of s606. 

1.15 Accordingly, Siburan intends to seek approval for Resolution 1, pursuant to Item 7 of Section 611 
(“s611”) of the Corporations Act, at the Meeting from the shareholders who are not restricted from 
voting on the proposal (the “Non-Associated Shareholders”).  

1.16 The proposed Transaction will be described in the NoM and ES to be forwarded to shareholders 
ahead of the Meeting. This IER provides an opinion on the fairness and reasonableness of the 
Transaction to Non-Associated Shareholders and will be attached to the NoM. 

Basis of Evaluation 

1.17 With regard to the Australian Securities and Investments Commission (“ASIC”) Regulatory Guide 
111: Content of Expert Reports (“RG111”), we have assessed the Transaction as: 

▪ fair if the value of a Siburan share after the Transaction, on a minority interest basis, is 
greater than the value of a share prior to the Transaction on a control basis; and 

▪ reasonable if it is fair, or if despite not being fair there are sufficient reasons for Non-
Associated Shareholders to accept the offer. 

Valuations 

Siburan Pre-Transaction Share Value  

1.18 All references to dollars throughout this report relate to Australian dollars unless otherwise stated. 

1.19 We assessed the fair market value of a Siburan ordinary share prior to the Transaction using a net 
assets based methodology, assuming the 50 to 1 Share Consolidation occurs.  

1.20 Our net assets methodology assessed the fair market value of a Siburan ordinary share as at 8 
June 2021, as follows: 
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 Net Asset Valuation of Siburan Shares Pre-Transaction 

  Ref Value 

Siburan pre-Transaction net assets (A$) Table 11 107,548 

     

Number of shares outstanding (post Share Consolidation) Table 8 15,956,642 

     

Siburan pre-Transaction value per share (A$) (control)  0.007 

Source: Stantons analysis   

1.21 We assessed the fair value of a Siburan post-consolidation ordinary share prior to the Transaction, 
on a control basis, to be A$0.007. 

Dragonfly Valuation 

1.22 We assessed the value of Dragonfly using a net assets approach as our primary methodology, 
based on audited book values. The £/A$ exchange rate used was the prevailing rate as at 8 June 
2021, being 0.5472. 

1.23 We considered revenue multiples as an alternative methodology, though as this method is 
considered less robust, it was used as a cross-check only. 

1.24 Our valuation of the interest in Dragonfly to be acquired by Siburan (i.e. assuming the existing 
Dragonfly Con Notes have been extinguisehed) as at 8 June 2021 is as follows.  

 Dragonfly Net Asset Valuation Summary 

  Ref Value 

Dragonfly net assets value (£)  Table 19 3,158,992 

      

£/A$ rate (as at 8 June 2021)  8.2 0.5472 

      

Dragonfly Net Assets value (A$)   5,772,800 

Source: Stantons analysis 
 

 

1.25 Accordingly, we assessed the fair value of the Dragonfly interest to be acquired as A$5,772,800. 

1.26 We note that Dragonfly is a relatively early-stage cannabis company which may have high growth 
potential, and as such markets may ascribe a premium to book values, however there is 
insufficient reasonable grounds for us to estimate this.  

Siburan Post-Transaction Share Value 

1.27 Our net assets based valuation of the combined entity following the Transaction, as at 8 June 
2021, on a minority interest basis, is set out below. 
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 Post-Transaction Valuation 

  Ref 
Maximum 
Scenario 

Expected 
Scenario 

Low 
Scenario 

Siburan pre-Transaction net assets (A$) Table 23 107,548 107,548 107,548 

Dragonfly interest to be acquired (A$) Table 24 5,772,800 5,772,800 5,772,800 

Capital Raising (A$) 9.1 10,000,000 10,000,000 10,000,000 

Siburan post-Transaction total value (A$)  15,880,348 15,880,348 15,880,348 

         

Less: EMI Options value (A$) Table 29 (155,394) (231,795) (427,943) 

Siburan post-Transaction value to Shareholders (A$)  15,724,955 15,648,553 15,452,406 

         

Number of shares outstanding Table 8 676,100,861 474,386,121 272,671,382 

Siburan post-Transaction value per share (A$) (control)  0.023 0.033 0.057 

         

Minority discount 9.4 23.1% 23.1% 23.1% 

Siburan post-Transaction value per share (A$) (minority)  0.018 0.025 0.044 

Source: Stantons analysis     

1.28 We assessed the fair value of a post-Transaction Siburan ordinary share on a minority interest 
basis to be A$0.018 based on the Maximum Scenario. Under the Expected Scenario the assessed 
value is A$0.025, and under the Low Scenario is A$0.044.  

Fairness Assessment 

1.29 Our fairness assessment of the Transaction is as set out below.  

 Fairness Assessment 

  Ref 
Maximum 
Scenario 

Expected 
Scenario 

Low 
Scenario 

Pre-Transaction Siburan share value (control) (A$) Table 23 0.007 0.007 0.007 

Post-Transaction Siburan share value (minority) (A$) Table 28 0.018 0.025 0.044 

Opinion  Fair Fair Fair 

Source: Stantons analysis     

1.30 As the value of an ordinary share in Siburan post-Transaction on a minority interest basis, in all 
scenarios including the Maximum Scenario, is greater than the value pre-Transaction on a control 
basis, we consider Resolution 1 of the NoM to be FAIR to the Non-Associated Shareholders for 
the purpose of s611 of the Corporations Act. 

Reasonableness Assessment 

1.31 As the Transaction (including Resolution 1) is considered fair, under RG111.12 it is also 
considered reasonable. For informative purposes, we also considered the following likely 
advantages and disadvantages of the proposed Transaction to Non-Associated Shareholders. 
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 Reasonableness Assessment of the Transaction 

Advantages Disadvantages 

▪ The Transaction is fair 

▪ Potential upside to our assessed values 

▪ The Company may gain readmission to ASX 

▪ May increase the Company’s market capitalisation 

▪ Facilitates the proposed Capital Raising which will 
improve the Company’s cash position 

▪ Dilution of existing shareholders 

▪ Removes possibility of a superior offer 

▪ Significant change in the Company’s operations 
may not align with shareholder’s investment 
objectives 

Source: Stantons analysis 

Conclusion 

1.32 In our opinion, the Transaction proposal subject to Resolution 1 is FAIR and REASONABLE to the 
Non-Associated Shareholders of Siburan. 

1.33 This opinion must be read in conjunction with the more detailed analysis included in this report, 
together with the disclosures, Financial Services Guide, and appendices to this report. 
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Financial Services Guide  
 

Dated 11 June 2021 
 

Stantons Corporate Finance Pty Ltd 

Stantons Corporate Finance Pty Ltd (ABN 42 128 908 289 and AFSL Licence No 448697) (“Stantons” or 
“we” or “us” or “ours” as appropriate) has been engaged to issue general financial product advice in the 
form of a report to be provided to you. 
 

Financial Services Guide 

In the above circumstances, we are required to issue to you, as a retail client, a Financial Services Guide 
(“FSG”). This FSG is designed to help retail clients make a decision as to their use of the general financial 
product advice and to ensure that we comply with our obligations as financial services licensees. 
 
This FSG includes information about: 

a) who we are and how we can be contacted; 

b) the services we are authorized to provide under our Australian Financial Services Licence, 
Licence No: 448697; 

c) remuneration that we and/or our staff and any associates receive in connection with the general 
financial product advice; 

d) any relevant associations or relationships we have; and 

e) our complaints handling procedures and how you may access them. 

Financial services we are licensed to provide 

We hold an Australian Financial Services Licence which authorises us to provide financial product advice in 
relation to: 
 
▪ Securities (such as shares, options and debt instruments) 
 
We provide financial product advice by virtue of an engagement to issue a report in connection with a 
financial product of another person. Our report will include a description of the circumstances of our 
engagement and identify the person who has engaged us. You will not have engaged us directly but will be 
provided with a copy of the report as a retail client because of your connection to the matters in respect of 
which we have been engaged to report. 
 
Any report we provide is provided on our own behalf as a financial services licensee authorised to provide 
the financial product advice contained in the report. 
 

General Financial Product Advice 

In our report, we provide general financial product advice, not personal financial product advice, because it 
has been prepared without considering your personal objectives, financial situation or needs. You should 
consider the appropriateness of this general advice having regard to your own objectives, financial situation 
and needs before you act on the advice. Where the advice relates to the acquisition or possible acquisition 
of a financial product, you should also obtain a product disclosure statement relating to the product and 
consider that statement before making any decision about whether to acquire the product. Where you do 
not understand the matters contained in the Independent Expert’s Report, you should seek advice from a 
registered financial adviser. 
 

Benefits that we may receive 

We charge fees for providing reports. These fees will be agreed with, and paid by, the person who engages 
us to provide the report. Fees will be agreed on either a fixed fee or time cost basis. Our fee for preparing 
this report is expected to be up to A$30,000 exclusive of GST.  
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You have a right to request for further information in relation to the remuneration, the range of amounts or 
rates of remuneration and you can contact us for this information. 
 
Except for the fees referred to above, neither Stantons, nor any of its directors, employees or related 
entities, receive any pecuniary benefit or other benefit, directly or indirectly, for or in connection with the 
provision of the report. 
 

Remuneration or other benefits received by our employees 

Stantons employees and contractors are eligible for bonuses based on overall productivity but not directly 
in connection with any engagement for the provision of a report. 
 

Referrals 

We do not pay commissions or provide any other benefits to any person for referring customers to us in 
connection with the reports that we are licensed to provide. 
 

Associations and relationships 

Stantons is ultimately a wholly owned subsidiary of Stantons International Audit and Consulting Pty Ltd, a 
professional advisory and accounting practice. From time to time, Stantons and Stantons International 
Audit and Consulting Pty Ltd (that trades as Stantons International) and/or their related entities may provide 
professional services, including audit, accounting and financial advisory services, to financial product 
issuers in the ordinary course of its business. 
 

Complaints resolution 

Internal complaints resolution process 

As the holder of an Australian Financial Services Licence, we are required to have a system for handling 
complaints from persons to whom we provide financial product advice. All complaints must be in writing, 
addressed to: 
 
The Complaints Officer 
Stantons Corporate Finance Pty Ltd 
Level 2 
1 Walker Avenue 
WEST PERTH   WA   6005 
 
When we receive a written complaint, we will record the complaint, acknowledge receipt of the complaints 
within 10 days and investigate the issues raised. As soon as practical, and not more than 45 days after 
receiving the written complaint, we will advise the complainant in writing of our determination. 

Referral to External Dispute Resolution Scheme 

A complainant not satisfied with the outcome of the above process, or our determination, has the right to 
refer the matter to the Australian Financial Complaints Authority (“AFCA”). AFCA has been established to 
provide free advice and assistance to consumers to help in resolving complaints relating to the financial 
services industry. 
 
Further details about AFCA are available at the AFCA website www.afca.org.au or by contacting them 
directly via the details set out below. 
 
 
Australian Financial Complaints Authority Limited 
GPO Box 3 
MELBOURNE   VIC   3001 
 
Telephone: 1800 931 678 
 
Stantons confirms that it has arrangements in place to ensure it continues to maintain professional 
indemnity insurance in accordance with s.912B of the Corporations Act 2001 (as amended). In particular 
our Professional Indemnity insurance, subject to its terms and conditions, provides indemnity up to the sum 
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insured for Stantons and our authorised representatives / representatives / employees in respect of our 
authorisations and obligations under our Australian Financial Services Licence. This insurance will continue 
to provide such coverage for any authorised representative / representative / employee who has ceased 
work with Stantons for work done whilst engaged with us. 
 

Contact details 

You may contact us using the details set out at above or by phoning (08) 9481 3188 or faxing (08) 9321 
1204. 
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2 Summary of Transaction 

Background 

2.1 Siburan is a former ASX listed resource exploration company. The Company has been suspended 
from trading on the ASX since 22 February 2019 and was delisted from the ASX Official List (“ASX 
Official List”) on 26 February 2021. 

2.2 Dragonfly’s intent for the Transaction is to list on the ASX via the reverse takeover of Siburan. 

2.3 Siburan entered into the Acquisition Agreement with Dragonfly on 27 May 2021. 

Proposed Transaction 

2.4 Pursuant to the Acquisition Agreement which outlines the key terms of the Transaction, it is 
proposed that Siburan will: 

i) acquire all 55,789,765 outstanding ordinary shares in Dragonfly; 

ii) acquire all outstanding convertible notes in Dragonfly (valued at £7,678,572, comprising 
principal of £6,391,787 and approximately £1,286,785 of accrued interest as at the 
assumed completion date of the Transaction of 17 June 2021);  

iii) issue new ordinary shares to the Dragonfly Shareholders and Convertible Noteholders on 
a pro rata basis, assuming the Dragonfly Con Notes are converted into ordinary shares on 
the basis described below in Paragraph 2.7. The number of shares issued will be 
determined by the agreed nominal value of Dragonfly at the at the completion date of the 
Transaction. Resolution 1 of the NoM assumes a valuation of up to maximum of 
A$120,320,855, which would result in the issue of 605,144,219 ordinary shares to the 
Dragonfly Shareholders and Convertible Noteholders in aggregate. We note that the 
current agreed value is A$80,213,904 (£45,000,000); 

iv) undertake the Capital Raising of at least A$10,000,000 though the issue of 50,000,000 
ordinary shares at $0.20 per share. Oversubscriptions of up to A$1,000,000 through the 
issue of up to an additional 5,000,000 ordinary shares will be allowed. The Capital Raising 
is a condition precedent for the acquisition of Dragonfly to proceed; and 

v) issue 5,000,000 new ordinary shares to Finexia as compensation for acting as sponsoring 
broker to the Capital Raising. 

2.5 Completion of the Transaction assumes that Siburan will undertake a 50 to 1 consolidation of its 
existing share capital, reducing the number of ordinary shares from 797,832,100 to 15,956,642 
(subject to approval for Resolution 7 of the NoM).  

2.6 On completion of the Transaction, 1,899,794 Dragonfly options held by employees, that were 
previously issued under the Dragonfly Enterprise Management Incentive Share Option Plan (“EMI 
Scheme”) will be converted into 11,337,271 new EMI Options in Siburan on terms outlined in 
Table 29 of this report.  

2.7 There are approximately 50 Dragonfly Shareholders and 104 Convertible Noteholders, who will 
receive consideration shares in Siburan on a pro rata basis after taking into consideration the 
conversion of Dragonfly Con Notes into ordinary shares. The effective conversion price for the 
Dragonfly Con Notes will be the lower of: 

i) a 20% discount to the price at which the Acquisition is effected; and 

ii) the price per Dragonfly share determined on an indicative valuation of C$70,509,348. 

2.8 Other key conditions precedent included in the Acquisition Agreement include: 

▪ all required shareholder approvals being obtained, including for a change in nature and 
scale of the Company’s activities; and 

▪ the Company complying with Chapters 1 and 2 of the ASX Listing Rules (“ASX Listing 
Rules”) and its securities being conditionally approved to be admitted to trading on the 
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ASX; 

2.9 We note that subject to the passing of Resolution 9, Siburan will change its name to Dragonfly 
Biosciences Limited on completion of the Transaction. 

2.10 The potential impact of the Transaction on the capital structure of Siburan is presented below. The 
distribution of shares between Dragonfly Shareholders and Convertible Noteholders is based on 
the total amount outstanding on the Dragonfly Con Notes on 17 June 2021 (the assumed 
Transaction completion date per the Acquisition Agreement). The exchange rate for the valuation 
was fixed at £/A$ 0.561 at the time of the Acquisition Agreement.  

 Siburan Share Issues to Dragonfly Vendors 

  Notional value (A$) Shares issued 

Maximum Scenario   

Convertible Noteholders 20,530,941 105,745,148 

Dragonfly Shareholders 99,789,914 499,399,071 

Total 120,320,855 605,144,219 

     

Expected Scenario     

Convertible Noteholders 13,687,294 70,496,765 

Dragonfly Shareholders 66,526,610 332,932,714 

Total 80,213,904 403,429,479 

     

Low Scenario     

Convertible Noteholders 6,843,647 35,248,383 

Dragonfly Shareholders 33,263,305 166,466,357 

Total 40,106,952 201,714,740 

Source: NoM   

2.11 Accordingly, the proposed Transaction will have the following potential impacts on the equity 
structure of Siburan. 
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 Capital Structure Impact of Transaction 

 

Low 
Scenario 

Percentage 
interest 

post 
Transaction 

Expected 
Scenario 

Percentage 
interest 

post 
Transaction 

Maximum 
Scenario 

Percentage 
interest 

post 
Transaction 

Total pre-Transaction 
ordinary shares 797,832,100 n/a 797,832,100 n/a 797,832,100 n/a 

50:1 Share Consolidation             

Post Share Consolidation 
ordinary shares 15,956,642 5.85% 15,956,642 3.36% 15,956,642 2.36% 

              

Transaction             

Dragonfly consideration 
shares 201,714,740 73.98% 403,429,479 85.04% 605,144,219 89.51% 

Capital Raising shares 50,000,000 18.34% 50,000,000 10.54% 50,000,000 7.40% 

Broker shares to Finexia 5,000,000 1.83% 5,000,000 1.05% 5,000,000 0.74% 

Total shares issued 256,714,740 94.15% 458,429,479 96.64% 660,144,219 97.64% 

              

Total post Transaction 
ordinary shares 272,671,382 100.00% 474,386,121 100.00% 676,100,861 100.00% 

              

EMI Options 11,337,271   11,337,271   11,337,271   

Fully diluted post-
Transaction ordinary 
shares 284,008,653   485,723,392   687,438,132   

Source: Stantons analysis 
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3 Scope 

Purpose of the Report 

3.1 If Resolution 1 is approved, the Dragonfly Shareholders and Convertible Noteholders, collectively, 
have the potential to acquire an interest of up to 89.51% in Siburan shares, assuming the minimum 
amount raised under the Capital Raising, and the Maximum Scenario. 

3.2 An acquisition of securities that enables a shareholder to increase its relevant interest in the voting 
shares of a public company: 

▪ from below 20% to above 20%; or 

▪ from a starting point that is above 20% and below 90%, 

is prohibited under s606 of the Corporations Act, except in certain circumstances. 

3.3 One of the exceptions to s606 is where the acquisition is approved at a general meeting of the 
company in accordance with Item 7 of s611 of the Corporations Act.  

3.4 We note that the collective interest of the vendors of Dragonfly will result in a change of control of 
the Company, including Dragonfly nominating new board members. For the purpose of this IER, all 
Dragonfly Shareholders and Convertible Noteholders are deemed to be associates. 

3.5 Approval for the proposed Transaction is being sought at the Meeting in accordance with Item 7 of 
s611, on the basis that a change of control in the Company will occur. 

3.6 Item 7 of s611 requires shareholders to be provided with all information known to the Company, 
and to the potential acquirer (of a 20% or more interest), that is material to the shareholders’ 
decision. Regulatory Guide 74: Acquisitions Approved by Members (“RG74”) issued by ASIC 
provides additional guidance on the information to be provided to shareholders. RG74 states that 
the directors of the target company should usually provide shareholders with an IER on the 
proposed transaction. 

3.7 Pursuant to ASIC’s RG111, an issue of shares under Item 7 of s611 where the effect on a 
company’s shareholding is comparable to a takeover bid should be treated as such. In this case, 
an IER should apply the analysis outlined in RG111.10 to RG111.17 to report on the fairness and 
reasonableness of the transaction as if it were a takeover bid under Chapter 6 of the Corporations 
Act (RG111.25).  

3.8 Accordingly, Siburan has engaged Stantons to prepare an IER to assess the fairness and 
reasonableness of the proposal contained in Resolution 1 pursuant to s611 of the Corporations 
Act, as outlined in the NoM and ES. 

Purpose 

3.9 Siburan intends to seek approval for Resolution 1 from the Non-Associated Shareholders at the 
Meeting expected to be held in or around July 2021.  

3.10 The proposed Transaction will be referred to in the NoM and ES to be forwarded to shareholders 
ahead of the Meeting. The directors of Siburan have engaged Stantons to prepare an IER to 
assess the fairness and reasonableness of the proposal contained in Resolution 1, to be appended 
to the NoM. 

Basis of Evaluation 

3.11 In determining the fairness and reasonableness of the Transaction, we have had regard to the 
guidelines set out by ASIC’s RG111. 

3.12 RG111 requires a separate assessment of whether a transaction is “fair” and whether it is 
“reasonable”. 

3.13 We therefore considered the concepts of “fairness” and “reasonableness” separately. The basis of 
assessment selected and the reasons for that basis are discussed below. 
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3.14 We note that under RG111 the Transaction is considered to be a control transaction. 

Fairness 

3.15 To assess whether the proposed Transaction is fair in accordance with RG111, we compared: 

▪ the fair market value of a post-consolidation ordinary share in Siburan prior to the 
Transaction, on a control basis; with 

▪ the fair market value of a post-consolidation ordinary share in Siburan subsequent to the 
Transaction, as a minority interest. 

3.16 The value of a Siburan ordinary share is assessed at fair market value, which is defined by the 
International Glossary of Business Valuation Terms as: 

“The price, expressed in terms of cash equivalents, at which property would change hands 
between a hypothetical willing and able buyer and a hypothetical willing and able seller, 
acting at arm’s length in an open and unrestricted market, when neither is under 
compulsion to buy or sell and when both have reasonable knowledge of the relevant 
facts.” 

3.17 While RG111 contains no explicit definition of value, we believe the above definition of fair market 
value is consistent with RG111.11 and common market practice. 

Reasonableness 

3.18 In accordance with RG111.12, we have defined the proposed Transaction as being reasonable if it 
is fair, or if despite not being fair we believe that there are sufficient reasons for the Non-
Associated Shareholders to accept the proposal.  

3.19 We therefore considered whether the advantages to Non-Associated Shareholders of approving 
the proposed Transaction outweigh the disadvantages. 

Individual Circumstances 

3.20 We have evaluated the proposed Transaction for Non-Associated Shareholders generically. We 
have not considered the effect on the circumstances of individual investors. Due to their personal 
circumstances, individual investors may place different emphasis on various aspects of the 
proposed Transaction from those adopted in this report. Accordingly, individuals may reach a 
different conclusion to ours on whether the proposed Transaction is fair and reasonable. If in 
doubt, investors should consult an independent financial adviser about the impact of the proposed 
Transaction on their specific financial circumstances.   
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4 Profile of Siburan 

History and Principal Activities 

4.1 Siburan is a former ASX listed resource exploration company that has historically focused on gold 
and tungsten projects in Australia, New Zealand and PNG. The Company was delisted from the 
ASX Official List on 26 February 2021 pursuant to ASX Listing Rule 17.12. 

4.2 The Company has been suspended from trading on ASX since 22 February 2019 and has not 
undertaken any exploration activities since this date. The Company holds listed shares on the 
Malaysian stock exchange Bursa Malaysia (“Bursa Malaysia”), consisting of 1,215,000 ordinary 
shares and 755,000 preference shares in Focus Dynamics Group Berhad, an investment holding 
company that primarily operates food and beverage outlets in Malaysia and Hong Kong. 

4.3 We have been informed by the Company that it intends to discontinue all exploration activities and 
has relinquished the rights to its previously held tenements.  

Board of Directors 

4.4 The current Board of Directors of Siburan, as at 11 June 2021, are: 

 Siburan Board of Directors 

Director Position 
Date 

Appointed Details 

Neil 
Sheather 

Executive 
Director and 

Company 
Secretary 28 July 2016 

Mr Sheather has held senior executive and managerial positions in 
the corporate finance, equities and investment industry for over 20 

years, including directorships, responsible executive and senior 
board roles. Since November 2014 he has been Managing Director 

of listed diversified financial services provider Finexia Financial 
Group Limited. 

Dale 
Klynhout 

Non-Executive 
Director 

11 December 
2017 

Mr Klynhout has experience in both Australian and international 
capital markets, structuring transactions across equities dealing, 

funds management and corporate finance. For the past five years 
his experience has been in transaction generation, strategic 

planning and asset management for an Australian listed financial 
group. 

Chiong 
Ong Tiong 

Non-Executive 
Director 

7 November 
2011 

Mr Tiong has served as Managing Director of Bursa Malaysia listed 
Rimbunan Sawit Berhad since 2006 and is an Executive Director of 
the Rimbunan Hijau Group. He has more than 25 years’ experience 

in the plantation and timber industries. 

Source: S&P Capital IQ, Company website 

Financial Performance  

4.5 Siburan’s audited Statements of Profit or Loss and Other Comprehensive Income for the years 
ended 30 June 2019, 30 June 2020, and reviewed for the half-year ended 31 December 2020 are 
set out below. 
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 Siburan Statement of Profit or Loss and Other Comprehensive Income 

  

Audited 12 
months to 30 

June 2019 (A$) 

Audited 12 
months to 30 

June 2020 (A$) 

Reviewed 6 
months to 31 

December 2020 
(A$) 

Revenue from continuing operations 3,320 314 351 

Other income - 55 - 

        

Cost of sales (2,614) (260) - 

Depreciation expense (92) (88) (9) 

Development costs expensed (905) (973) (97) 

Employee benefits expense (1,619) (1,316) (474) 

Exploration and evaluation expenditure expensed (118) - - 

Reversal of impairment of exploration and evaluation 
expenditure/(impairment) (132) 21 - 

Impairment of assets held for sale - (268) - 

Occupancy expenses (59) (56) (25) 

Project generation expense (784) - - 

Share based payment - options expense (535) - (175) 

Other administrative expenses (2,184) (2,036) (759) 

Loss before tax (5,722) (4,607) (1,188) 

        

Income tax (31) - - 

Loss after tax from continuing operations (5,753) (4,607) (1,188) 

        

Discontinued operations       

Loss for the year from discontinued operations (1,216) - - 

Loss for the year (6,969) (4,607) (1,188) 

        

Other comprehensive income       

Exchange differences on translating foreign operations 843 637 (2,935) 

Other comprehensive income for the year, net of tax 843 637 (2,935) 

Total comprehensive loss (6,126) (3,970) (4,123) 

        

Loss attributable to:       

Equity holders of the Company (7,152) (4,389) (1,219) 

Non-controlling interests 183 (218) 31 

  (6,969) (4,607) (1,188) 

        

Total comprehensive loss attributable to:       

Equity holders of the Company (6,050) (3,776) (4,301) 

Non-controlling interests (76) (194) 178 

  (6,126) (3,970) (4,123) 

Source: Siburan 2020 Annual Report, Half Year Report to 31 Dec 2020 

 
Financial Position  

4.6 Set out below is the audited Statement of Financial Position of Siburan as at 30 June 2020 and the 
reviewed Statement of Financial Position as at 31 December 2020, prepared on a consolidated 
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basis. We have made adjustments to estimate Siburan’s financial position as at 8 June 2021. Key 
movements include: 

▪ a decrease in the cash balance between 31 December 2020 and 8 June 2021 of 
approximately A$14,743; and 

▪ a decrease in the market value of the company’s financial assets of A$354,845, based on 
the quoted prices of shares held by Siburan (which are quoted on Bursa Malaysia in 
Malaysian Ringgit (“MYR”)) as at 8 June 2021, translated into Australian dollars at the 
MYR/A$ rate of 0.3134 as at that date.  

 Siburan Statement of Financial Position 

  
Audited as at 
30 June 2020 

(A$) 

Reviewed as 
at 31 

December 
2020 (A$) 

Adjustments 
(A$) 

Adjusted as at 
8 June 2021 

(A$) 

Current assets         

Cash and cash equivalents 52,665 26,813 (14,743) 12,070 

Financial assets at fair value 217,911 496,986 (354,845) 142,141 

Other current assets 1,393 2,637 - 2,637 

Total current assets 271,969 526,436 (369,588) 156,848 

          

Total assets 271,969 526,436 (369,588) 156,848 

          

Current liabilities         

Trade and other payables (15,778) (29,300) - (29,300) 

Loans and borrowings (20,000) (20,000) - (20,000) 

Total current liabilities (35,778) (49,300) - (49,300) 

          

Total liabilities (35,778) (49,300) - (49,300) 

          

Total net assets/(liabilities) 236,191 477,136 (369,588) 107,548 

          

Equity         

Contributed equity 24,637,968 24,637,968 - 24,637,968 

Accumulated losses (24,401,777) (24,160,832) (369,588) (24,530,420) 

Total equity 236,191 477,136 (369,588) 107,548 

Source: Siburan 2020 Annual Report, Half Year Report to 31 Dec 2020, Management Accounts, Siburan investment 
holding statement, S&P Capital IQ 

4.7 We note that loans and borrowings comprise a A$20,000 unsecured loan with a term of two years 
due 26 July 2021. No interest is payable on the loan. 

Capital Structure 

4.8 As at 11 June 2021, Siburan had 797,832,100 ordinary shares on issue.  

4.9 We note that a component of the Transaction is the 50 to 1 Share Consolidation, pursuant to 
Resolution 7, which will reduce the number of shares outstanding to 15,956,642. 

4.10 The most recent share issue was a placement of 100,000,000 ordinary shares to Ace Solutions 
Investments Limited on 1 October 2019 at an issue price of $0.001. 

4.11 The Company currently has no options on issue. 



Siburan Resources Limited 
Independent Expert’s Report 

11 June 2021 

  Page 19 of 54 

  

4.12 The top 20 ordinary shareholders of Siburan as at 8 June 2021 were as follows.  

 Top 20 Shareholders  

Shareholder 
Number of 

shares 
Percentage of total 

shares (%) 

JP Morgan Nominees Pty Ltd         463,860,000  58.14% 

Ace Solution Investments Limited         100,000,000  12.53% 

Mejority Capital Limited            68,034,850  8.53% 

Citicorp Nominees Pty Ltd          31,416,500  3.94% 

Hunan Australia Mining Pty Ltd           30,600,000  3.84% 

Serng Yee Liew 13,000,000  1.63% 

RH Resources Ltd           10,000,000  1.25% 

HSBC Custody Nominees (Australia) Ltd            10,000,000  1.25% 

Samso Pty Ltd              8,715,000  1.09% 

Tunku Naquiyuddin              5,000,000  0.63% 

Brian William Alexander and Helen Joy Alexander <The Alexander S/F A/C> 4,190,000  0.53% 

Maxime Frichot             4,163,913  0.52% 

Kah Hui Tan & Irene Soi Khim Tan            3,000,000  0.38% 

Silver Capital Pty Ltd <Noel & Sandra Ong S/F A/C>              2,335,000  0.29% 

Uob Kay Hian Private Ltd <Clients A/C>             2,222,500  0.28% 

GA & AM Leaver Investments Pty Ltd <GA & AM Leaver S/F A/C>           2,050,699  0.26% 

Lightglow Enterprises Pty Ltd <Paloma Investments A/C>             1,856,500  0.23% 

Anna Chong              1,373,050  0.17% 

Silver Capital Pty Ltd <Noel & Sandra Ong S/F A/C>              1,210,000  0.15% 

Barry Soon Poh Song              1,124,500  0.14% 

Total top 20 shareholders 764,152,512 95.78% 

      

Total shares (as at 8 June 2021) 797,832,100 100.00% 

Source: Siburan shareholder register   
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5 Profile of Dragonfly 

History and Principal Activities 

Company Background 

5.1 Dragonfly is a London, UK based private company that was incorporated on 29 June 2017. 
Dragonfly’s primary activities are the development of CBD health and wellness products. 

5.2 The Dragonfly business is vertically integrated, with operations in: 

▪ cannabis crop cultivation; 

▪ CBD processing; 

▪ wholesale distribution; and 

▪ direct online retail. 

5.3 Dragonfly currently offers a range of CBD health and lifestyle products, with all revenue currently 
generated in the UK market. Dragonfly aims to expand its business and product range in line with 
legislative changes in Europe.  

5.4 Dragonfly holds the following licences. 

 Dragonfly Licences 

Country Issuer Licence 

Bulgaria Ministry of Agriculture Granted Lannabis Cultivation Licence, permitting the 
cultivation of cannabis in Bulgaria for a period of three 
years from 17 June 2018 

UK UK Foods Standards Agency Registration Granted licence to operate as a food business in the UK 

Ireland Food Safety Authority of Ireland Registered Dragonfly products for sale 

Source: Dragonfly licences  

Cultivation Activities 

5.5 Dragonfly currently has capacity to cultivate approximately 650 hectares of land in Bulgaria 
through its wholly owned subsidiary, Dragonfly Biosciences Bulgaria Limited, which is used for the 
cultivation of cannabis. The Bulgarian land holdings are fully certified for cultivation of organic 
crops. 

Production Activities 

5.6 Dragonfly holds a production facility located in Romania, near the border with Bulgaria. This allows 
for crops to be transported cheaply and efficiently between storage and production facilities. The 
production facility was developed as a joint venture (“JV”) with Canadian based cannabis 
processing company StillCanna Inc. (“StillCanna”). StillCanna built a large-scale extraction facility 
specifically designed and built for CBD extraction, which is owned and operated by the joint 
venture company, Premium Extraction Services Limited (“PES”) 

5.7 Through the production facility, Dragonfly is able to extract CBD from hemp and cannabis. 
Dragonfly produces oils for sale under its own brand, as well as providing extraction and 
production services to third parties on a contracting basis. 

5.8 On 22 February 2021, Dragonfly acquired the remaining 49% of its CBD extraction joint venture 
company, PES, which is now a wholly owned subsidiary of Dragonfly.  

Sales Activities 

5.9 Dragonfly products that are currently available to consumers are as follows. 
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 Dragonfly Products 

Product Description 

CBD narrow spectrum oil CBD oil product that is suitable for new consumers.  

CBD broad spectrum oil CBD oil product that is ideal for an experienced CBD oil user. 

CBD skincare range Includes a body moisturiser, lip balm and face cream. Due to the 
properties of CBD these products are anti-inflammatory and 
antioxidant.  

Source: Dragonfly website  

5.10 CBD oil products are considered a food product in the UK and are currently available over the 
counter. As noted in Table 13, Dragonfly’s products have been approved by the UK’s Food 
Standards Agency (“FSA”) to be sold in the UK. Recent changes to the regulatory environment in 
the UK reclassified CBD oil products as a novel food, which is likely to significantly reduce the 
number of CBD products available for sale. Dragonfly has submitted applications for approval 
under these regulations and is expecting to receive an outcome in the coming months.  

5.11 Each of the products are sold directly through Dragonfly’s proprietary website shopping portal. 
Additionally, Dragonfly products are distributed through a number of large retailers in the UK, 
including Tesco, Sainsbury’s, Boots, Day Lewis and a number of other pharmacies. 

5.12 Dragonfly was voted the number one recommended CBD brand by Boots UK customers in 2021. 

5.13 In addition to its branded products, Dragonfly produces bulk non-labelled products. 

Strategy 

5.14 Dragonfly has a vision to provide consumers around the world with high quality, affordable and 
trusted CBD wellness products. 

5.15 Dragonfly aims to continue to expand its business in European Union countries as changes in the 
regulatory environment occur. 

5.16 Due to recent changes in Australian regulations, Dragonfly intends to enter the Australian market. 
An agreement is in place with a local Australian company to assist with obtaining the required 
Therapeutic Goods Administration (“TGA”) approvals to distribute their products in Australia. 

5.17 In September 2020, Dragonfly signed a strategic manufacturing and distribution agreement with 
the US CBD company GaXtracts LLC (“GaXtracts”), based in Atlanta. Pursuant to the agreement, 
GaXtracts manufactures CBD products under Dragonfly’s operating procedures and distributes 
products throughout North America. 

Capital Structure 

5.18 As at 1 June 2021, Dragonfly had 55,789,765 ordinary shares on issue and principal of £6,391,787 
outstanding on the Dragonfly Con Notes. Interest continues to accrue on the Dragonfly Con Notes 
and is expected to amount to £1,286,785 on 17 June 2021 (being the date of expected completion 
of the Transaction contained in the Acquisition Agreement). 

5.19 Additionally, there are 1,899,794 existing share options that were issued to employees under the 
EMI Scheme. 

Significant Shareholders 

5.20 The top 20 ordinary shareholders of Dragonfly as at 11 June 2021 were as follows. 
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 Top 20 Shareholders  

Shareholder Number of shares 
Percentage of total 

shares (%) 

Radost Draganova 15,671,312 28.09% 

Chris Wronski 13,500,000 24.20% 

Mark Grenside 4,616,858 8.28% 

Vcap Global Inc 2,957,829 5.30% 

Gia3 eood 2,328,688 4.17% 

Velotrak eood 2,328,688 4.17% 

Bio Active Sciences 2,171,312 3.89% 

Gabriel Roig 2,000,000 3.58% 

AIM SPORTS 1,408,537 2.52% 

Rob Juxon 1,160,000 2.08% 

Antonio Pardo 579,898 1.04% 

Celestia Holdings PCC Limited 517,241 0.93% 

Regan Saveall 462,250 0.83% 

Bernardo Gozzi 443,674 0.80% 

Jonathan Mangion 409,459 0.73% 

Sarah Young 350,648 0.63% 

Tea with Milk Limited 332,269 0.60% 

Jon Grover 263,157 0.47% 

Brian O’Connor 233,716 0.42% 

Mukul Chawla 233,716 0.42% 

Total top 20 shareholders 51,969,252 93.15% 

      

Total ordinary shares (as at 11 June 2021) 55,789,765 100.00% 

   

Existing options 1,899,794  

    

Total equity securities (as at 11 June 2021) 57,689,559  

Source: Dragonfly shareholder register   

Convertible Notes 

5.21 The Dragonfly Con Notes were issued in three separate tranches between April 2018 and 
November 2020. 

5.22 The breakdown of the three tranches of Dragonfly Con Notes is set out below. The accrued 
interest presented is the expected amount as at 17 June 2021. 

 Dragonfly Con Notes 

Tranche Denomination 
Principal 

amount 

Principal 
amount (£) 

Accrued 
interest (£)  

Total 
outstanding (£) 

Tranche 1 £ 2,073,069 2,073,069 449,941 2,523,010 

Tranche 2 C$ 6,125,758 3,788,718 804,573 4,593,291 

Tranche 3 £ 530,000 530,000 32,271 562,271 

Total   6,391,787 1,286,785 7,678,572 

Source: Dragonfly management accounts    
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5.23 The Dragonfly Con Notes currently have the following key terms. 

▪ Tranches 1 and 3 have a face value of £1. Convertible notes issued under Tranche 2 have 
a face value of C$1,000. 

▪ Interest is accrued daily at 8% p.a. 

▪ Any interest shall be payable either bi-annually on 31 December and 30 June of each year 
commencing 31 December 2019, or the maturity date, or the date of conversion. 

▪ Maturity date of 26 July 2021. 

▪ Secured by a security pledge to a trustee on the entire issued share capital of Dragonfly 
Biosciences Bulgaria Limited. 

▪ Prior to a liquidity event, may convert into equity at C$1.25, based on the prevailing C$/£ 
exchange rate. 

▪ On or following a liquidity event, may convert into equity at the lesser of: 

o the price per share that is a 20% discount to the liquidity event price; and 

o the price per share determined based on a pre-money enterprise value of 
C$70,509,348 on a fully diluted basis (or equivalent British pound value based on 
the prevailing C$/£ exchange rate. 

▪ May be redeemed at the election of the holder at any time prior to maturity. 

Directors 

5.24 The board of directors of Dragonfly as at 11 June 2021 is comprised of the following. 

 Dragonfly Board of Directors 

Director Position Details 

Radost 
Draganova President 

Ms Draganova is a co-founder of Dragonfly. She was previously Chief Executive 
Officer of a TV production company, developed a series of solar farms and was Head 

of the Legal Department at the Sofia Municipality. 

Mark 
Grenside Board member 

Mr Grenside is a co-founder of Dragonfly. He has over 30 years’ experience in the 
media industry including film, TV and music. He was also involved in a group that 

raised US$250m to acquire the Hallmark Channel and Library which was successfully 
sold to NBC in 2007.  

Chris 
Wronski 

Executive 
Chairman 

Mr Wronski is an entrepreneur and investor with experience in media and health 
related industries. He founded Zone Vision, a UK based TV company, in 1991, where 

he also served as President. 

Regan 
Saveall CEO 

Mr Saveall has been with Dragonfly since 2018 and was appointed CEO in 2019. He 
is a Chartered Accountant with over 25 years’ experience and has previously held the 

roles of CFO at Zone Vision Networks, VP Finance at NBCUniversal, International 
Channels for Global Markets.  

Source: Dragonfly website 

Financial Performance 

5.25 Dragonfly’s audited Statements of Profit or Loss and Other Comprehensive Income for the years 
ended 31 December 2018, 31 December 2019, and 31 December 2020 are as set out below. 
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 Dragonfly Statement of Profit or Loss and Other Comprehensive Income 

  

Audited 12 months 
to 31 December 

2018 (£) 

Audited 12 months 
to 31 December 

2019 (£) 

Audited 12 months 
to 31 December 

2020 (£) 

Turnover 293,698 1,200,867 778,964 

Cost of sales (282,811) (838,977) (555,106) 

Gross profit 10,887 361,890 223,858 

        

Administration expenses (721,772) (2,899,084) (2,368,951) 

Operating loss (710,885) (2,537,194) (2,145,093) 

        

Interest receivable and similar income 31,094 - - 

Interest payable and expense - (814,996) (456,681) 

Loss before taxation (679,791) (3,352,190) (2,601,774) 

        

Tax on loss - - (1,010) 

Loss for the financial year (679,791) (3,352,190) (2,602,784) 

        

Currency translation differences (3,017) (88,918) (9,042) 

Other comprehensive loss for the year (3,017) (88,918) (9,042) 

        

Total comprehensive loss for the year (682,808) (3,441,108) (2,611,826) 

        

Loss for the year attributable to:       

Non-controlling interests (7,996) (81,064) (85,807) 

Owners of the parent company (671,795) (3,271,126) (2,516,977) 

  (679,791) (3,352,190) (2,602,784) 

        

Total comprehensive loss for the year 
attributable to:       

Non-controlling interest (7,996) (81,064) (85,807) 

Owners of the parent company (674,812) (3,360,044) (2,526,019) 

  (682,808) (3,441,108) (2,611,826) 

Source: Dragonfly Annual Reports 2019 and 2020   

5.26 We note that Dragonfly’s turnover for the year to 31 December 2020 was impacted by the COVID-
19 pandemic, due to UK lockdown restrictions which limited the amount of in store customers at 
many retail outlets. 

Financial Position of Dragonfly 

5.27 Set out below is the audited Statement of Financial Position of Dragonfly as at 31 December 2020, 
prepared on a consolidated basis. Adjustments for subsequent events include the following: 

▪ The acquisition of the 49% of PES held by the joint venture partner, StillCanna, pursuant 
to a Settlement Agreement and Release dated 22 February 2021, which included an 
upfront £200,000 cash payment and a deferred payment of £362,571, and the 
extinguishment of a loan owed to StillCanna. This also eliminates the non-controlling 
interest and we have been advised will result in a gain on acquisition of £558,176. 

▪ Expenditure post 31 December 2020 of approximately £67,299. 

▪ The elimination of the Dragonfly Con Notes, which are assumed to convert into equity as 
these will be acquired by Siburan. 
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 Dragonfly Statement of Financial Position 

  

Audited as at 31 
December 2020 (£) Adjustments (£) 

Adjusted as at 8 
June 2021 (£) 

Current assets     

Cash at bank and in hand 660,883 (267,299) 393,584 

Debtors 905,395 - 905,395 

Stocks 2,087,132 - 2,087,132 

Total current assets 3,653,410 (267,299) 3,386,111 

        

Non-current assets       

Tangible fixed assets 4,306,562 - 4,306,562 

Total non-current assets 4,306,562 - 4,306,562 

        

Total assets 7,959,972 (267,299) 7,692,673 

        

Current liabilities       

Creditors (11,340,610) 6,899,215 (4,441,395) 

Total current liabilities (11,340,610) 6,899,215 (4,441,395) 

        

Non-current liabilities       

Creditors (92,286) - (92,286) 

Total non-current liabilities (92,286) - (92,286) 

        

Total liabilities (11,432,896) 6,899,215 (4,533,681) 

        

Total net assets/(liabilities) (3,472,924) 6,631,916 3,158,992 

        

Equity       

Called up share capital 56 6,391,770 6,391,826 

Share premium account 2,396,227 - 2,396,227 

Accumulated losses (6,427,383) 798,322 (5,629,061) 

Equity attributable to owners of the 
parent company (4,031,100) 7,190,092 3,158,992 

        

Non-controlling interests 558,176 (558,176) - 

Total equity (3,472,924) (558,176) 3,158,992 

Source: Dragonfly Annual Report 2020, Stantons analysis   

Stocks 

5.28 Stocks comprise Dragonfly’s biological assets, being the cannabis and hemp crops, which are 
stored at its property in Bulgaria. We have been informed that Dragonfly presently holds more than 
500 tonnes of biological assets. 

5.29 Stocks are stated at cost value. Cost is based on the cost of production on a weighted average 
basis. Work in progress and finished goods include labour and attributable overheads. 

5.30 We have not been provided with any independent third-party evidence supporting the net 
realisable value of Dragonfly’s stocks and note that Dragonfly expects to realise value at a 
significant premium to cost through its business model. 
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Tangible Fixed Assets 

5.31 The tangible fixed assets recorded in the Statement of Financial Position, as at 31 December 
2020, comprise the following (figures presented are net of depreciation). 

 Tangible Fixed Assets 

  Value as at 31 December 2020 (£) 

Freehold land 2,310,445 

Plant and machinery 1,515,501 

Motor vehicles 286,935 

Office equipment and fittings 193,681 

Total tangible fixed assets 4,306,562 

Source: Dragonfly Annual Report 2020  

5.32 Tangible fixed assets are stated at historical cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost includes expenditure that is directly 
attributable to bringing the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by management. Depreciation is charged so as to allocate 
the cost of assets less their residual value over their estimated useful lives, using the straight-
line method. 

5.33 We note that the freehold land comprises approximately 650 hectares of agricultural land in 
Bulgaria. The plant and machinery are comprised of irrigation and other farming equipment in 
Bulgaria, and the extraction plant held by PES in Romania.  

5.34 We have not been provided with an independent market valuation for the tangible fixed assets 
and have therefore not adjusted their book value. 

Intangible Assets 

5.35 We note that the Company does not have any intangible assets recorded on the balance sheet. 
There may be some value associated with intangible assets such as Dragonfly’s research and 
development expenditure, licenses, production processes and contracts with retailers. Valuation of 
the intangible assets would require reliable earnings forecasts, which are not available. 

Creditors (Current Liabilities) 

5.36 The amount to creditors falling due within one year comprised the following as at 31 December 
2020. 

 Creditors (Current Liabilities) 

  Value as at 31 December 2020 (£) 

Convertible loan notes 6,391,770 

Amount to PES JV partner (StillCanna) 870,016 

Trade creditors 90,929 

Other taxation and social security 115,766 

Obligations under finance lease and hire purchase contracts 30,415 

Other creditors 1,728,699 

Accruals and deferred income 2,113,015 

Total tangible fixed assets 11,340,610 

Source: Dragonfly Annual Report 2020  

5.37 We note that accruals include £1.6m in respect of deferred payment for land acquired during the 
prior year. 

5.38 Adjustments to the current liabilities in Table 19 include the following: 
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 Dragonfly Current Liabilities Adjustments to 8 June 2021 

  Value (£) 

Current liabilities (as at 31 December 2020) 11,340,610 

  

Less: assumed conversion of Dragonfly Con Notes (6,391,770) 

Less: extinguishment of StillCanna loan (870,016) 

Add: deferred consideration for PES acquisition 362,571 

  

Adjusted balance (as at 8 June 2021) 4,441,395 

Source: Stantons analysis  
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6 Valuation Methodology 

Available Methodologies 

6.1 In assessing the value of Siburan and Dragonfly, we have considered a range of common market 
practice valuation methodologies in accordance with RG111, including those listed below. 

▪ Capitalisation of future maintainable earnings (“FME”) 

▪ Discounted future cash flows (“DCF”) 

▪ Asset based methods (“Net Assets”) 

▪ Quoted market prices or analysis of traded share prices 

▪ Common industry rule-based methodologies, including revenue-based multiples 

6.2 Each of these methods is appropriate in certain circumstances and often more than one approach 
is applied. The choice of methods depends on several factors such as the nature of the business 
being valued, the return on the assets employed in the business, the valuation methodologies 
usually applied to value such businesses and the availability of required information. A detailed 
description of these methods and when they are appropriate is provided in Appendix C. 

Selected Methodology – Siburan Shares 

6.3 Our primary valuation methodology to value Siburan’s shares is a Net Assets based approach on a 
going concern basis. 

6.4 In selecting an appropriate valuation methodology to value the shares of Siburan, we considered 
the following factors: 

▪ Siburan is currently loss making and has negligible business activities besides an 
investment portfolio. As such the FME methodology is not considered appropriate. 

▪ Reliable cash flow forecasts are not available and therefore DCF methodology is not 
appropriate.  

▪ Siburan has been suspended from trading on ASX since 22 February 2019 and was 
delisted from the ASX Official List on 26 February 2021. Therefore, a traded prices 
approach is not appropriate. 

▪ Siburan is predominantly an investment holding company. Accordingly, a Net Assets 
based approach is the most suitable. 

Selected Methodology – Dragonfly 

6.5 Our primary methodology to value Dragonfly is a Net Assets based approach on a going concern 
basis.  

6.6 In selecting an appropriate valuation methodology to value Dragonfly, we considered the following 
factors: 

▪ Dragonfly is not publicly traded and therefore no quoted market price exists. 

▪ Reliable multi-year cash flow forecasts are not available and therefore DCF methodology 
is not appropriate. 

▪ Dragonfly is currently loss making and therefore FME is not appropriate. 

▪ Siburan will acquire all the assets and liabilities of Dragonfly, and therefore we assessed 
the value under a Net Assets approach. 

▪ Dragonfly’s historical revenue for the year to 31 December 2020 was impacted by the 
unusual COVID-19 pandemic conditions in the UK market. 
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▪ Prices of similar early-stage cannabis businesses on stock exchanges have been driven 
by subjective expectations of very high growth potential, resulting in market prices that are 
difficult to reconcile with objective and robust valuation methods. 

Secondary Methodology – Dragonfly 

6.7 As Dragonfly is an early-stage cannabis company, we considered a secondary methodology, being 
a comparable companies approach based on revenue multiples. We note that this methodology is 
commonly applied as a market convention for high growth companies but is not theoretically robust 
and therefore consider it as a cross-check only. 

6.8 We also considered a comparable transactions approach to revenue multiples, though deemed the 
available data to be insufficient. 

  



Siburan Resources Limited 
Independent Expert’s Report 

11 June 2021 

  Page 30 of 54 

  

7 Pre-Transaction Valuation of Siburan Shares 

Siburan Pre-Transaction Net Asset Valuation 

7.1 To assess the value of a Siburan ordinary share pre-Transaction, we used a Net Assets approach, 
which sums the market values of Siburan’s assets and liabilities to arrive at a net value of the 
Company.  

7.2 In relation to our approach, we note the following: 

▪ The Net Assets approach assumes a 100% control interest in the company.  

▪ The Company’s exploration projects were discontinued and all tenements relinquished. 

▪ We have adjusted the recorded value for the financial assets based on the market value of 
the Malaysian listed shares comprising the investment portfolio as at 8 June 2021. 

▪ Besides the financial assets, the book value is assumed to represent the fair market value 
for all assets and liabilities.  

▪ We have been advised that Siburan has not been involved in any material transactions 
subsequent to 31 December 2020 other than those referred to in Paragraph 4.6. 

▪ The 50 to 1 consolidation of Siburan shares is assumed to have occurred. We note that 
this is subject to shareholder approval for Resolution 7 of the NoM. 

7.3 Our pre-Transaction Net Assets based valuation of Siburan, as at the valuation date of 8 June 
2021, is set out below.  

 Valuation of Siburan Shares Prior to Transaction (Post-Consolidation) 

  Ref Value 

Assets   

Cash and cash equivalents (A$) Table 11 12,070 

Financial assets (A$) Table 11 142,141 

Other current assets (A$) Table 11 2,637 

Total assets (A$)  156,848 

     

Liabilities    

Trade and other payables (A$) Table 11 (29,300) 

Loans and borrowings (A$) Table 11 (20,000) 

Total liabilities (A$)  (49,300) 

     

Siburan pre-Transaction total value (A$)  107,548 

     

Number of shares outstanding Table 8 15,956,642 

     

Siburan pre-Transaction value per share (A$) (control)  0.007 

Source: Stantons analysis  

7.4 The value of a Siburan post-consolidation ordinary share prior to the Transaction, on a Net Assets 
basis, has been assessed to be approximately A$0.007 on a post-consolidation, controlling interest 
basis. 
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8 Valuation of Dragonfly 

Primary Methodology - Net Assets 

8.1 To assess the value of the interest in Dragonfly proposed to be acquired by Siburan, we used a 
Net Assets approach.  

8.2 In relation to our approach, we note the following: 

▪ The Net Assets approach assumes a 100% equity interest in the company. As Siburan will 
acquire 100% of Dragonfly on completion of the Transaction, no discount for minority 
interest was applied. 

▪ All assets and liabilities have been assumed at their audited book value unless otherwise 
adjusted.  

▪ As noted at Paragraph 5.34, no recent, independent valuations are available for the 
freehold land assets held by Dragonfly. Accordingly, the land assets have been valued at 
cost.  

▪ Stocks have been included at cost value, which doesn’t include any markup that would be 
achieved on sale. We note that a net realisable valuation is expected to be higher. As we 
haven’t been able to access any reliable independent valuations to quantify the net 
realisable value of the stocks, the cost value has been used. 

▪ The Dragonfly Con Notes are assumed to be eliminated, as part of the Transaction. 

▪ The £/A$ exchange rate used was the prevailing rate as at 8 June 2021, being 0.5472. 

8.3 Our valuation of Dragonfly is set out below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Siburan Resources Limited 
Independent Expert’s Report 

11 June 2021 

  Page 32 of 54 

  

 Dragonfly Net Assets Valuation 

  Ref Value  

Current assets   

Cash at bank and in hand  Table 19 393,584 

Debtors  Table 19 905,395 

Stocks  Table 19 2,087,132 

Total current assets  3,386,111 

     

Non-current assets    

Tangible fixed assets  Table 19 4,306,562 

Total non-current assets  4,306,562 

     

Total assets  7,692,673 

     

Current liabilities    

Creditors  Table 19 (4,441,395) 

Total current liabilities  (4,441,395) 

     

Non-current liabilities    

Creditors  Table 19 (92,286) 

Total non-current liabilities  (92,286) 

     

Total liabilities  (4,533,681) 

   

Dragonfly Net Assets value (£)  Table 19 3,158,992 

      

GBP/AUD rate (as at 8 June 2021)  8.2 0.5472 

      

Dragonfly Net Assets value (A$)   5,772,800 

Source: Stantons analysis   

8.4 Accordingly, our assessed value of Dragonfly using Net Assets methodology is A$5,772,800. 

8.5 We note that stock market traded prices of comparable cannabis companies demonstrate a 
median market capitalisation of 2.95 times their net tangible asset value (refer Appendix B) and 
accordingly we note there is potential for markets to attribute a premium to our assessed Net Asset 
value. 

Secondary Methodology – Revenue Multiples 

8.6 As a secondary, cross-check methodology only, we analysed enterprise value (“EV”) to revenue 
multiples implied by traded prices of comparable companies. 

8.7 We based our analysis on a selection of 48 listed companies (predominantly listed in Australia or 
Canada) that have operations in production and sales of cannabis or CBD oils. Further details of 
the selected companies are available in Appendix B. 

8.8 Set out below is analysis of revenue multiples for the group of selected companies, based on the 
reported figures for the trailing 12 months (“TTM”) and the prior year. 

 

 



Siburan Resources Limited 
Independent Expert’s Report 

11 June 2021 

  Page 33 of 54 

  

 Comparable Trading Revenue Multiples  

  Min Max Median  Mean 

Last reported year (TTM)     

Revenue (£m) 0.31 40.93 5.32 12.68 

Enterprise Value ("EV") (£m) 2.35 1261.07 44.98 100.33 

EV/Revenue 0.56          74.12             6.76           12.21  

     

Previously reported year (TTM-1)     

Revenue (£m) 0.28 48.34 6.50 12.50 

EV (£m) 2.35 1261.07 44.98 100.33 

EV/Revenue 0.51          96.97             6.52           13.75  

S&P Capital IQ     

8.9 Set out below is the EV to revenue multiples of the group of comparable companies by company 
based on the last reported revenue figures. 

 EV to Revenue Multiples (TTM) 

 

 

Source: S&P Capital IQ, Stantons analysis 

8.10 Based on the above analysis, we selected revenue multiples of 6.76 and 6.52 for the last reported 
year and prior year, being the median values of our selected group of comparable companies. 

8.11 Based on the Company’s reported revenue for the financial year ended 31 December 2020, our 
revenue multiple based valuation for Dragonfly is as below. We note that the revenues in the year 
2020 were impacted by the COVID-19 lockdown in the UK, and therefore have also included a 
valuation based on the revenue figure for the year ended 31 December 2019. The below analysis 
assumes the elimination of the Dragonfly Con Notes. 
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 Dragonfly Revenue Multiple Analysis 

  Ref 
Year to 31 December 

2020 
Year to 31 December 

2019 

Dragonfly revenue (£) Table 18 778,964 1,200,867 

Revenue multiple (x) Table 25 6.76 6.52 

Dragonfly enterprise value (£)  5,267,742 7,834,928 

       

Add: cash (£) Table 19 393,584 393,584 

Less: debt (£) (excluding Dragonfly Con Notes) Table 19 (4,441,395) (4,441,395) 

Dragonfly equity value (£)  1,219,930 3,787,117 

     

GBP/AUD rate (as at 8 June 2021) 8.2 0.5472 0.5472 

       

Dragonfly equity value (A$)  2,229,324 6,920,647 

Source: SIS analysis    
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9 Post-Transaction Valuation of Siburan Shares 

Evaluation Methodology 

9.1 Our assessed value of a Siburan ordinary share following the Transaction is as follows. We note 
that key assumptions of the valuation include: 

▪ the Capital Raising will be completed at A$0.20 per share and will raise the proposed 
minimum value of A$10,000,000; and 

▪ the value of the EMI Options is determined in accordance with AASB 2: Share Based 
Payments as outlined from Paragraph 9.5. 

 Siburan Post-Transaction Share Value 

  Ref 
Maximum 
Scenario 

Expected 
Scenario 

Low 
Scenario 

Siburan pre-Transaction net assets (A$) Table 23 107,548 107,548 107,548 

Dragonfly interests to be acquired (A$) Table 24 5,772,800 5,772,800 5,772,800 

Capital Raising (A$) 9.1 10,000,000 10,000,000 10,000,000 

Siburan post-Transaction total value (A$)  15,880,348 15,880,348 15,880,348 

         

Less: EMI Options value (A$) Table 29 (155,394) (231,795) (427,943) 

Siburan post-Transaction value to Shareholders (A$)  15,724,955 15,648,553 15,452,406 

         

Number of shares outstanding Table 8 676,100,861 474,386,121 272,671,382 

Siburan post-Transaction value per share (A$) (control)  0.023 0.033 0.057 

         

Minority discount 9.4 23.1% 23.1% 23.1% 

Siburan post-Transaction value per share (A$) (minority)  0.018 0.025 0.044 

Source: Stantons analysis        

9.2 Our assessed value of a Siburan ordinary share post-Transaction, on a minority interest basis, 
under the Maximum Scenario is A$0.018. We note that the value under the Expected Scenario is 
A$0.025 and under the Low Scenario is A$0.044.  

Discount for Minority Interest 

9.3 We note a Net Asset valuation assumes a 100% interest in the company. As the interest of the 
existing Siburan shareholders in the post-Transaction entity will represent a minority interest, we 
applied a discount to the control value. 

9.4 Generally, historical evidence of control premiums offered on takeovers for small cap companies 
are in the range of 20% to 40%1 (although outcomes outside this are not uncommon) with 30% a 
commonly accepted benchmark where a 100% interest is being acquired. We have considered the 
factors in Appendix D and concluded that a control premium of 30% is appropriate to apply in this 
circumstance. Accordingly, we applied a minority interest discount of 23.1% (being the inverse of a 
30% control premium) to the value of a Siburan post-Transaction share. 

Dragonfly Employee Options Valuation 

9.5 We derived a value for the 11,337,271 post-Transaction Dragonfly EMI Options in accordance with 
AASB 2: Share Based Payments, using the Black Scholes option methodology with input 
assumptions as follows: 

▪ A valuation date of 8 June 2021. 

 
1 “Control Premium Study 2017”, RSM 
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▪ Exercise prices and expiry dates as per the proposed terms of the options to be issued. 

▪ An underlying spot price consistent with a Net Asset based value of a post-Transaction 
minority interest Siburan share, which we determined as A$0.018, A$0.026 and A$0.0452 
for the Maximum Scenario, Expected Scenario and Low Scenarios respectively. 

▪ The Australian government bond rate for the nearest available period commensurate with 
the remaining term of the options was used as a proxy for the risk-free rate, being 10 
years. We accordingly used this rate as at 8 June 2021, being 1.5265%3. 

▪ A volatility factor of 90%, based on the analysis of volatilities of comparable listed 
cannabis entities 

▪ No dividends to be paid or announced during the term of the options. 

9.6 Set out below is a summary of the Black Scholes derived valuations for the options. 

 Dragonfly Option Values 

Option Number 
Exercise 

Price (A$) Expiry Date 
Underlying 

price (A$) 
Black Scholes  

Value (A$) 
Total Value  

(A$) 

Maximum Scenario       

EMI Options 1 3,347,281 0.065 18 Apr 2029 0.018 0.0118 39,495 

EMI Options 2 6,635,308 0.031 12 Mar 2031 0.018 0.0146 96,754 

EMI Options 3 161,156 0.144 4 Nov 2029 0.018 0.0103 1,663 

EMI Options 4 1,193,526 0.031 30 Apr 2031 0.018 0.0146 17,481 

Total 11,337,271      155,394 

       

Expected Scenario       

EMI Options 1 3,347,281 0.065 18 Apr 2029 0.026 0.0180 60,312 

EMI Options 2 6,635,308 0.031 12 Mar 2031 0.026 0.0216 143,079 

EMI Options 3 161,156 0.144 4 Nov 2029 0.026 0.0160 2,574 

EMI Options 4 1,193,526 0.031 30 Apr 2031 0.026 0.0216 25,830 

Total 11,337,271      231,795 

       

Low Scenario       

EMI Options 1 3,347,281 0.065 18 Apr 2029 0.045 0.0343 114,865 

EMI Options 2 6,635,308 0.031 12 Mar 2031 0.045 0.0393 261,005 

EMI Options 3 161,156 0.144 4 Nov 2029 0.045 0.0310 5,002 

EMI Options 4 1,193,526 0.031 30 Apr 2031 0.045 0.0394 47,071 

Total 11,337,271      427,943 

Source: Stantons analysis     

9.7 As a sensitivity, we also calculated the value of the EMI Options assuming an underlying share 
price of A$0.20, being the expected price of the Capital Raising. The table below outlines the post-
Transaction Siburan share value using this assumption. 

 

 

 
2 These values are prior to the recognition of the value of the EMI Options, due to the otherwise circularity of the calculation. 
Differences to the calculations in Table 28 are considered immaterial to our analysis. 
3 The quoted bond rate of 1.515% was converted to a continuously compounded rate due to the assumptions of the Black Scholes 
model 
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 Siburan Post-Transaction Share Value (alternative option assumption) 

  Ref 
Maximum 
Scenario 

Expected 
Scenario 

Low 
Scenario 

Siburan post-Transaction total value (A$) Table 28 15,880,348 15,880,348 15,880,348 

         

Less: EMI Options value (A$)  (2,115,917) (2,115,917) (2,115,917) 

Siburan post-Transaction value to Shareholders (A$)  13,764,431 13,764,431 13,764,431 

         

Number of shares outstanding Table 8 676,100,861 474,386,121 272,671,382 

Siburan post-Transaction value per share (A$) (control)  0.020 0.029 0.050 

         

Minority discount 9.4 23.1% 23.1% 23.1% 

Siburan post-Transaction value per share (A$) (minority)  0.016 0.022 0.039 

Source: Stantons analysis     

9.8 We note the alternative option assumption values in the above sensitivity analysis would not alter 
our fairness opinion (refer Table 31). 
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10 Fairness Evaluation 

10.1 In determining the fairness and reasonableness of the Transaction including Resolution 1, we have 
had regard to the guidelines set out by ASIC’s RG111. 

10.2 As per RG111, we consider the Transaction (including the proposal outlined in Resolution 1 of the 
NoM) is fair if: 

▪ the value of a post-consolidation Siburan share subsequent to the Transaction, on a 
minority interest basis, is greater than; 

▪ the value of a post-consolidation Siburan share prior to the Transaction, on a control 
basis. 

10.3 Our assessment of the fairness of the Transaction set out below. 

 Fairness Assessment 

  Ref 
Maximum 
Scenario 

Expected 
Scenario 

Low 
Scenario 

Pre-Transaction Siburan share value (control) (A$) Table 23 0.007 0.007 0.007 

Post-Transaction Siburan share value (minority) (A$) Table 28 0.018 0.025 0.044 

Opinion  Fair Fair Fair 

Source: Stantons analysis     

10.4 As the value of a Siburan ordinary share post-Transaction on a minority interest basis is greater 
than the pre-Transaction value on a control basis, in all scenarios including the Maximum 
Scenario, the Transaction, including Resolution 1 of the NoM, is considered to be FAIR to the 
shareholders of Siburan. 

10.5 We note our valuation of Dragonfly is limited by: 

▪ lack of available independent and realisable values for Dragonfly’s fixed assets, stock and 
intangible assets. 

▪ a requirement to use valuation methods with reasonable grounds, which may be different 
from how stock markets may price a potential high growth cannabis related business. 

10.6 We note that based on the trading of comparable companies (refer to Appendix B), similar entities 
have traded at a median market capitalisation to tangible net assets ratio of 2.95, and accordingly 
the post-Transaction market price of Siburan may be higher that our valuation. 

10.7 We note that the above considerations may represent significant upside in how markets may price 
Dragonfly’s shares post-Transaction (including the expected Capital Raising price of A$0.20 per 
share), and any such upside would not require us to alter our fairness opinion. 
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11 Reasonableness Evaluation 

11.1 Under RG111, a transaction is considered “reasonable” if it is “fair”. As the transaction outlined in 
Resolution 1 of the NoM is considered FAIR, it is also considered REASONABLE. 

11.2 For information purposes only for Non-Associated Shareholders, we note below some of the 
advantages and disadvantages of the Transaction. 

Advantages 

The Transaction is considered fair 

11.3 As per our assessment in Section 9, the Transaction is fair to Non-Associated Shareholders.  

Potential upside to our assessed values 

11.4 Listed markets may price Siburan shares at a significant premium to our assessed values due to 
current market appetite for high growth potential cannabis related businesses. 

The Company may gain readmission to ASX 

11.5 Subject to compliance with Chapters 1 and 2 of the ASX Listing Rules, the Company may regain 
admission to the ASX Official List. This would increase the liquidity of the ordinary shares held by 
existing shareholders. 

May increase the Company’s market capitalisation 

11.6 The Company is likely to increase its market capitalisation with the addition of a revenue making 
business. This may increase the relevance of the Company to capital markets, potentially 
increasing the opportunities for future capital raisings and improving the liquidity of its existing 
shares. 

Facilitates the proposed capital raising which will improve the Company’s cash 
position 

11.7 Completion of the Transaction facilitates a A$10,000,000 proposed Capital Raising, improving the 
Company’s cash position and providing much needed working capital. 

Disadvantages 

Dilution of Non-Associated Shareholders 

11.8 Pursuant to the Transaction, ordinary shares may be issued. Accordingly, the Non-Associated 
Shareholders of Siburan may dilute their interest in the ordinary shares by up to 97.64%. 

Removes possibility of superior offer 

11.9 Completion of the Transaction will remove the possibility of the Company receiving a different 
superior offer. However, we note that the Company has not presently received any superior offers. 

Significant change in the Company’s operations may not align with shareholder’s 
investment objectives 

11.10 Completion of the Transaction will change the Company’s operations from resource exploration to 
the production and sale of CBD based health and wellness products. The Company may therefore 
have a significantly different risk profile which may not align with existing shareholders investment 
objectives. 
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12 Conclusion 

Opinions 

12.1 The proposed Transaction, including the proposal outlined in Resolution 1 of the NoM that allows 
for issue of up to 605,144,219 ordinary shares to the vendors of Dragonfly, is considered FAIR and 
REASONABLE to the Non-Associated Shareholders of Siburan as at the date of this report. 

Other Considerations 

Covid-19 

12.2 We note that the COVID-19 pandemic has significantly impacted the global economy and capital 
markets in recent times. Market volatility has been particularly high as a result, and this may lead 
to significant uncertainty around asset valuations. However, we do not have any reason to believe 
that these factors would alter our opinion.  

Shareholders Decision 

12.3 Stantons was engaged to prepare an IER setting out whether in its opinion the proposal to allow 
the Transaction is fair and reasonable and to state reasons for that opinion. Stantons has not been 
engaged to provide a recommendation to shareholders as to whether to approve the Transaction. 

12.4 The decision whether to approve Resolution 1 pertaining to the issue of ordinary shares as 
consideration for the acquisition of Dragonfly is a matter for individual shareholders based on each 
shareholder’s views as to the value, their expectations about future market conditions and their 
particular circumstances, including risk profile, liquidity preference, investment strategy, portfolio 
structure, and tax position. If in any doubt as to the action they should take in relation to the 
proposal under Resolution 1, shareholders should consult their own professional advisor. 

12.5 Similarly, it is a matter for individual shareholders as the whether to buy, hold or sell shares in 
Siburan. This is an investment decision upon which Stantons does not offer an opinion and is 
independent on whether to accept the proposal under Resolution 1. Shareholders should consult 
their own professional advisor in this regard. 

Source Information 

12.6 In making our assessment as to whether the proposed Transaction, including the terms under 
Resolution 1, is fair and reasonable to Non-Associated Shareholders, we have reviewed published 
available information and other unpublished information of the Company that is relevant to the 
current circumstances. In addition, we held discussions with the management both Siburan and 
Dragonfly about the present and future operations of the Company. Statements and opinions 
contained in this report are given in good faith, but in the preparation of this report we have relied 
in part on information provided by the directors and management of Siburan and Dragonfly. 

12.7 Information we have received includes, but is not limited to: 

▪ Drafts of the NoM and ES to shareholders of Siburan to 11 June 2021 

▪ Siburan Annual Reports for the years ended 30 June 2019 and 30 June 2020 

▪ Dragonfly Annual Reports for the years ended 31 December 2019 and 31 December 2020 

▪ Siburan Half Year Report for the half year ended 31 December 2020 

▪ The Acquisition Agreement 

▪ Register of Siburan shareholders as at 8 June 2021 

▪ Various company materials contained in a virtual data room on the Dragonfly business 

12.8 Our report includes the appendices, our declarations, and our Financial Services Guide. 
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Yours Faithfully 
 
STANTONS CORPORATE FINANCE PTY LTD 
 

 
 
James Turnbull 
Authorised Representative  
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APPENDIX A 

GLOSSARY  

 

 Definition 

£ British Pound Sterling 

A$ Australian dollars 

Acquisition The acquisition of all Dragonfly Shares and Convertible Notes by Siburan  

Acquisition Agreement The Implementation Heads of Agreement dated 27 May 2021 

AFCA Australian Financial Complaints Authority 

ASIC Australian Securities and Investments Commission 

ASX Australian Securities Exchange 

ASX Listing Rules The Listing Rules of the ASX 

ASX Official List The official list of companies quoted on the ASX 

Broker Shares 5,000,000 post-consolidation ordinary shares in Siburan to be issued to Finexia as 
compensation for acting as sponsoring broker to the Capital Raising 

Bursa Malaysia The stock exchange of Malaysia 

C$ Canadian dollars 

CBD Cannabidiol 

Capital Raising The proposed issue of 50,000,000 post-consolidation ordinary shares in Siburan at an 
issue price of $0.20 to raise A$10,000,000 

Company Siburan Resources Limited 

Convertible Noteholders The holders of the Dragonfly Con Notes 

Corporations Act Corporations Act 2001 Cth 

DCF Discounted future cash flows valuation methodology 

Dragonfly Dragonfly Biosciences Limited 

Dragonfly Con Notes The outstanding convertible notes of Dragonfly with a principal value of £6,391,787 
plus accrued interest (£1,286,785 to 17 June 2021) 

Dragonfly Shares The 55,789,765 outstanding shares in Dragonfly 

Dragonfly Shareholders The ordinary shareholders of Dragonfly 

EMI Options 11,337,271 options in Siburan to be issued to Dragonfly Employees, pursuant to the 
terms of the EMI Scheme 

EMI Scheme The Dragonfly Enterprise Management Incentive Share Option Plan 

ES Explanatory Statement 

EV Enterprise Value 

Expected Scenario The scenario in which the Acquisition is completed at a notional value of £45,000,000 
and 403,429,479 ordinary shares are issued to Dragonfly Shareholders and 
Convertible Noteholders 

Finexia Finexia Securities Limited 

FME Capitalisation of future maintainable earnings valuation methodology 

FSA The UK’s Food Standards Agency 

FSG Financial Services Guide 

GaXtracts GaXtracts LLC 

High Scenario The scenario in which the Acquisition is completed at a notional value of £62,500,000 
and 605,144,219 ordinary shares are issued to Dragonfly Shareholders and 
Convertible Noteholders 

IER Independent Expert’s Report 

JV Joint Venture 

Low Scenario The scenario in which the Acquisition is completed at a notional value of £22,500,000 
and 201,714,740 ordinary shares are issued to Dragonfly Shareholders and 
Convertible Noteholders 

Meeting The meeting at which shareholders will vote on Resolution 1 
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MYR Malaysian Ringgit 

Net Assets Net sset based valuation methodologies 

NoM Notice of Meeting 

Non-Associated Shareholders The Siburan shareholders who are not excluded from voting on the proposal 
contemplated under Resolution 1 

PES Premium Extraction Services Limited 

PNG Papua New Guinea 

RG74 ASIC Regulatory Guide 74: Acquisitions Approved by Members 

RG111 ASIC Regulatory Guide 111: Content of Expert Reports 

s606 Section 606 of the Corporations Act 

s611 Section 611 of the Corporations Act 

Share Consolidation The 50 to 1 consolidation of Siburan’s share capital (subject to Resolution 7) 

Stantons Stantons Corporate Finance Pty Ltd 

Siburan Siburan Resources Limited 

StillCanna  StillCanna Inc. 

TGA The Therapeutic Goods Administration of Australia 

TTM Trailing Twelve Months 

Transaction The Acquisition of Dragonfly by Siburan in exchange for the issue of up to 605,144,219 
ordinary shares, the completion of the Capital Raising and issue of Broker Shares 

UK United Kingdom 
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APPENDIX B 

DRAGONFLY COMPARABLE COMPANIES 

 

Company 

EV (£, as 
at 1 June 

2021) 

Market Cap 
(£, as at 1 

June 2021) 

Net Tangible 
Assets (£, 

last reported) 
Revenue (£, 

TTM) 
MC/ 
NTA 

EV/ 
Rev 

Cronos Group Inc. 
(TSX:CRON) 1,261.07 2,171.25 958.91 36.95 2.26 34.13 

OrganiGram Holdings Inc. 
(TSX:OGI) 617.07 621.64 150.12 40.93 4.14 15.07 

The Valens Company Inc. 
(TSX:VLNS) 300.03 321.16 70.92 40.60 4.53 7.39 

Vireo Health International, Inc. 
(CNSX:VREO) 206.80 205.49 33.16 36.50 6.20 5.67 

IM Cannabis Corp. 
(CNSX:IMCC) 184.33 176.92 23.28 13.46 7.60 13.70 

The Supreme Cannabis 
Company, Inc. (TSX:FIRE) 156.66 150.31 127.42 30.75 1.18 5.09 

The Green Organic Dutchman 
Holdings Ltd. (TSX:TGOD) 154.26 136.42 90.02 15.16 1.52 10.18 

Flower One Holdings Inc. 
(CNSX:FONE) 146.14 65.91 45.17 23.50 1.46 6.22 

Zenabis Global Inc. 
(TSX:ZENA) 145.96 85.24 58.10 34.12 1.47 4.28 

cbdMD, Inc. (NYSEAM:YCBD) 106.23 117.85 6.95 33.73 16.95 3.15 

Halo Collective Inc. 
(OTCPK:HCAN.F) 99.48 91.80 21.35 19.69 4.30 5.05 

The Flowr Corporation 
(TSXV:FLWR) 96.90 68.65 23.28 4.32 2.95 22.44 

Ecofibre Limited (ASX:EOF) 95.97 97.29 34.58 20.55 2.81 4.67 

Creso Pharma Limited 
(ASX:CPH) 86.03 87.56 6.99 1.38 12.52 62.20 

WeedMD Inc. (TSXV:WMD) 74.79 40.55 40.00 16.92 1.01 4.42 

Little Green Pharma Ltd 
(ASX:LGP) 70.77 72.34 8.04 2.97 9.00 23.81 

Ikanik Farms Inc. 
(CNSX:IKNK.U) 70.51 71.75 (5.79) 2.23 (12.39) 31.60 

MediPharm Labs Corp. 
(TSX:LABS) 57.62 80.27 68.39 17.55 1.17 3.28 

Hollister Biosciences Inc. 
(CNSX:HOLL) 53.73 55.82 6.29 38.27 8.88 1.40 

Heritage Cannabis Holdings 
Corp. (CNSX:CANN) 51.53 50.60 5.32 3.51 9.51 14.70 

Delta 9 Cannabis Inc. 
(TSX:DN) 48.77 29.37 16.08 30.89 1.83 1.58 

Cann Group Limited 
(ASX:CAN) 48.55 63.19 57.65 0.66 1.10 74.12 

Althea Group Holdings Limited 
(ASX:AGH) 48.46 51.75 14.54 4.69 3.56 10.32 

Chalice Brands Limited 
(CNSX:CHAL) 44.98 46.83 (1.45) 16.50 (32.36) 2.73 

Vibe Growth Corporation 
(CNSX:VIBE) 42.55 50.16 11.17 19.97 4.49 2.13 

Khiron Life Sciences Corp. 
(TSXV:KHRN) 36.60 39.38 20.98 5.17 1.88 7.08 

1933 Industries Inc. 
(CNSX:TGIF) 35.19 22.91 1.67 6.30 13.75 5.59 

Hempfusion Wellness Inc. 
(TSX:CBD.U) 34.37 46.38 1.58 3.21 29.32 10.70 

Radient Technologies Inc. 
(TSXV:RTI) 30.54 21.59 5.13 4.52 4.20 6.76 
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Company 

EV (£, as 
at 1 June 

2021) 

Market Cap 
(£, as at 1 

June 2021) 

Net Tangible 
Assets (£, 

last reported) 
Revenue (£, 

TTM) 
MC/ 
NTA 

EV/ 
Rev 

Avicanna Inc. (TSX:AVCN) 29.76 24.70 2.10 1.15 11.74 25.96 

Emyria Limited (ASX:EMD) 27.42 29.93 2.80 0.98 10.68 28.09 

MYM Nutraceuticals Inc. 
(CNSX:MYM) 24.90 22.75 5.72 4.78 3.98 5.21 

Phyto Extractions Inc. 
(CNSX:XTRX) 24.50 23.41 5.61 1.78 4.17 13.75 

VIVO Cannabis Inc. 
(TSX:VIVO) 24.22 31.58 15.17 16.91 2.08 1.43 

Chemesis International Inc. 
(CNSX:CSI) 22.06 20.84 1.05 5.32 19.84 4.14 

Sativa Wellness Group Inc. 
(CNSX:SWEL) 21.68 22.48 4.02 3.01 5.59 7.20 

MPX International Corporation 
(CNSX:MPXI) 18.60 10.56 (3.06) 3.38 (3.45) 5.51 

Plus Products Inc. 
(CNSX:PLUS) 17.39 13.39 2.87 9.92 4.67 1.75 

Experion Holdings Ltd. 
(TSXV:EXP) 16.30 16.27 5.84 5.02 2.79 3.25 

Fiore Cannabis Ltd. 
(CNSX:FIOR) 15.83 11.08 1.42 1.24 7.82 12.80 

THC Biomed Intl Ltd. 
(CNSX:THC) 14.76 12.51 6.77 2.01 1.85 7.33 

Nutritional High International 
Inc. (CNSX:EAT) 12.73 10.43 (1.66) 2.25 (6.29) 5.66 

BC Craft Supply Co. Ltd. 
(CNSX:CRFT) 12.35 8.69 (3.68) 0.48 (2.36) 25.58 

Emerald Health Therapeutics, 
Inc. (CNSX:EMH) 11.07 27.56 40.56 6.41 0.68 1.73 

Benchmark Botanics Inc. 
(CNSX:BBT) 10.56 7.17 2.83 0.63 2.53 16.64 

Tree of Knowledge 
International Corp. 
(CNSX:TOKI) 3.12 2.23 (2.65) 5.54 (0.84) 0.56 

Ovation Science Inc. 
(CNSX:OVAT) 2.35 3.10 1.27 0.31 2.45 7.66 

Pure Global Cannabis Inc. 
(TSXV:PURE.H) - 1.44 1.55 0.79 0.93 - 

 
      

Median 44.98 46.38 6.95 5.32 2.95 6.76 

Mean 100.33 115.72 42.27 12.68 3.89 12.21 

Max 1,261.07 2,171.25 958.91 40.93 29.32 74.12 

Min 2.35 2.23 (5.79) 0.31 (32.36) 0.56 

Source: S&P Capital IQ       
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Company Business Description 

Cronos Group Inc. (TSX:CRON) Cronos Group Inc. operates as a cannabinoid company. 

OrganiGram Holdings Inc. (TSX:OGI) 
Organigram Holdings Inc., through its subsidiaries, produces and 
sells cannabis and cannabis-derived products in Canada. 

The Valens Company Inc. (TSX:VLNS) 
The Valens Company Inc., engages in the development and 
manufacturing of cannabinoid based products. 

Vireo Health International, Inc. (CNSX:VREO) 
Vireo Health International Inc. operates as a physician-led 
cannabis company in the United States. 

IM Cannabis Corp. (CNSX:IMCC) 
IM Cannabis Corp. engages in breeding, growing, and supply of 
medical cannabis products in Israel, Germany, and Canada. 

The Supreme Cannabis Company, Inc. (TSX:FIRE) 
The Supreme Cannabis Company, Inc. engages in the production 
of medical cannabis products in Canada. 

The Green Organic Dutchman Holdings Ltd. (TSX:TGOD) 
The Green Organic Dutchman Holdings Ltd., through its 
subsidiaries, produces and sells organic cannabis in Canada. 

Flower One Holdings Inc. (CNSX:FONE) 

Flower One Holdings Inc., through its subsidiaries, cultivates and 
produces cannabis for the recreational and medical cannabis 
markets in Nevada. 

Zenabis Global Inc. (TSX:ZENA) 
Zenabis Global Inc. engages in the cultivation and sale of medical 
and adult-use recreational cannabis in Canada and internationally. 

cbdMD, Inc. (NYSEAM:YCBD) 
cbdMD, Inc. produces and distributes various cannabidiol (CBD) 
products. 

Halo Collective Inc. (OTCPK:HCAN.F) 

Halo Collective Inc. operates as a cannabis cultivation, 
manufacturing, and distribution company that grows, extracts, and 
processes cannabis flower, oils, and concentrates in the United 
States. 

The Flowr Corporation (TSXV:FLWR) 
The Flowr Corporation cultivates, produces, and sells cannabis in 
Canada. 

Ecofibre Limited (ASX:EOF) 

Ecofibre Limited, together with its subsidiaries, engages in 
breeding, growing, processing, and distributing hemp products in 
the United States and Australia. 

Creso Pharma Limited (ASX:CPH) 

Creso Pharma Limited develops, registers, and commercializes 
pharmaceutical-grade cannabis, and hemp-based nutraceutical 
products and treatments for human and animal health in Europe, 
the Middle East, North America, and the Asia Pacific. 

WeedMD Inc. (TSXV:WMD) 
WeedMD Inc. produces, distributes, and sells medical-grade 
cannabis in Canada. 

Little Green Pharma Ltd (ASX:LGP) 

Little Green Pharma Ltd engages in the research and 
development, cultivation, production, manufacturing, and 
distribution of medicinal cannabis products in Australia and 
internationally. 

Ikanik Farms Inc. (CNSX:IKNK.U) 
Ikanik Farms Inc. operates as an integrated cannabis cultivator, 
producer, distributor, and dispensary operator. 

MediPharm Labs Corp. (TSX:LABS) 

MediPharm Labs Corp., together with its subsidiaries, produces 
and sells pharmaceutical-grade cannabis oil and concentrates, and 
advance derivative products in Canada and Australia. 

Hollister Biosciences Inc. (CNSX:HOLL) 

Hollister Biosciences Inc., together with its subsidiaries, 
manufactures and distributes recreational cannabis and cannabis 
products in the United States. 

Heritage Cannabis Holdings Corp. (CNSX:CANN) 

Heritage Cannabis Holdings Corp., through its subsidiaries, 
operates as a cannabinoid company that focuses on the production 
and sale of medical and recreational hemp-based and cannabis-
based products and services in Canada and the United States. 

Delta 9 Cannabis Inc. (TSX:DN) 
Delta 9 Cannabis Inc. operates as an integrated cannabis 
company. 

Cann Group Limited (ASX:CAN) 

Cann Group Limited engages in research and development, 
cultivation and production, manufacturing, clinical evaluation, 
processing, packaging, and distribution and supply of medicinal 
cannabis for various diseases and medical conditions in Australia. 

Althea Group Holdings Limited (ASX:AGH) 

Althea Group Holdings Limited cultivates, produces, supplies, 
imports, and exports pharmaceutical grade medicinal cannabis in 
Australia, the United Kingdom, and Canada. 

Chalice Brands Limited (CNSX:CHAL) 
Chalice Brands Ltd., through its subsidiaries, produces, distributes, 
and sells cannabis oil and flower products in the United States. 
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Company (cont.) Business Description (cont.) 

Vibe Growth Corporation (CNSX:VIBE) 

Vibe Growth Corporation engages in the cultivation, production, 
retail, and distribution of cannabis for recreation and medicinal use 
in the United States, Canada, and internationally.  

Khiron Life Sciences Corp. (TSXV:KHRN) 
Khiron Life Sciences Corp. operates as an integrated medical and 
cannabis company in Latin America, North America, and Europe. 

1933 Industries Inc. (CNSX:TGIF) 

1933 Industries Inc., a cannabis company, engages in the 
cultivation and production of medical marijuana in the United 
States and Canada. 

Hempfusion Wellness Inc. (TSX:CBD.U) 

Hempfusion Wellness Inc., a health and wellness supplement 
company, manufactures, markets, and sells hemp-based 
cannabidiol (CBD) and probiotic products in the United States. 

Radient Technologies Inc. (TSXV:RTI) 
Radient Technologies Inc. processes, sells, and distributes 
cannabis materials in Canada. 

Avicanna Inc. (TSX:AVCN) 

Avicanna Inc., a biopharmaceutical company, focuses on the 
research, development, cultivation, manufacture, and 
commercialization of plant-derived cannabinoid-based products 
and extracts for the use in medical, consumer health, and 
pharmaceutical industries internationally. 

Emyria Limited (ASX:EMD) 
Emyria Limited, a healthcare technology and services company, 
operates a network of specialist medical clinics. 

MYM Nutraceuticals Inc. (CNSX:MYM) 
MYM Nutraceuticals Inc. cultivates, processes, and sells cannabis 
in Canada. 

Phyto Extractions Inc. (CNSX:XTRX) 
Adastra Labs Holdings Ltd. operates as a cannabis extraction and 
processing solutions company. 

VIVO Cannabis Inc. (TSX:VIVO) 

VIVO Cannabis Inc. cultivates, produces, and sells cannabis 
products for the medical and adult-use markets in Canada, 
Germany, and Australia. 

Chemesis International Inc. (CNSX:CSI) 

Chemesis International Inc., together with its subsidiaries, 
cultivates, manufactures, distributes, and retails cannabis products 
in California, Puerto Rico, and Colombia. 

Sativa Wellness Group Inc. (CNSX:SWEL) Sativa Wellness Group Inc. operates as a CBD wellness company. 

MPX International Corporation (CNSX:MPXI) 

MPX International Corporation, a cannabis company, focuses on 
the medical and adult-use cannabis markets in Canada and 
Switzerland. 

Plus Products Inc. (CNSX:PLUS) 
Plus Products Inc. develops, manufactures, and sells cannabis 
products in California. 

Experion Holdings Ltd. (TSXV:EXP) 
Experion Holdings Ltd., through its subsidiaries, engages in the 
production, distribution, and sale of cannabis products in Canada. 

Fiore Cannabis Ltd. (CNSX:FIOR) 

Fiore Cannabis Ltd. engages in the cultivation and production of 
medical and recreational marijuana in Canada and the United 
States. 

THC Biomed Intl Ltd. (CNSX:THC) 
THC Biomed Intl Ltd. produces and sells medical and recreational 
cannabis in Canada. 

Nutritional High International Inc. (CNSX:EAT) 

Nutritional High International Inc. manufactures and processes 
hemp and marijuana-infused cannabis oils, extracts, and edible 
products for medical and adult recreation use in the United States 
and Canada. 

BC Craft Supply Co. Ltd. (CNSX:CRFT) 

BC Craft Supply Co. Ltd., together with its subsidiaries, engages in 
the production and distribution of licensed craft cannabis and craft 
cannabis related products for recreational and medical purposes. 

Emerald Health Therapeutics, Inc. (CNSX:EMH) 

Emerald Health Therapeutics, Inc., together with its subsidiaries, 
engages in the production and sale of medical cannabis for 
medical purpose in Canada. 

Benchmark Botanics Inc. (CNSX:BBT) 
Benchmark Botanics Inc. cultivates and produces pharmaceutical 
grade medical and recreational cannabis. 

Tree of Knowledge International Corp. (CNSX:TOKI) 
Tree of Knowledge International Corp. produces and sells hemp-
based cannabidiol (CBD) products. 

Ovation Science Inc. (CNSX:OVAT) 
Ovation Science Inc. engages in the production of cannabis or 
hemp products in Canada. 

Pure Global Cannabis Inc. (TSXV:PURE.H) 
Pure Global Cannabis Inc. produces cannabis products for the 
medical and adult-use markets in Canada. 

Source: S&P Capital IQ  
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APPENDIX C 

VALUATION METHODOLOGIES 
 
Introduction 
 
In preparing this report we have considered several valuation approaches and methods. These approaches 
and methods are consistent with: 
 
▪ Market practice 

▪ The methods recommended by the Australian Securities and Investments Commission in 
Regulatory Guide 111 

▪ The International Valuation Standards 

▪ The International Glossary of Business Valuation Terms 

A valuation approach is a general way of determining an estimate of value of a business, business 
ownership interest, security or intangible asset. Within each valuation approach there are a number of 
specific valuation methods, which are specific ways to determine an estimate of value. 
 
There are three general valuation approaches as follows: 

i) Income Approaches 

Provides an indication of value by converting future cash flows to a single present value. Examples of an 
income approach are: 
 
▪ The discounted cash flow method (“DCF”) 

▪ The capitalisation of future maintainable earnings method (“FME”)  

ii) Asset/Cost Approaches 

Provides an indication of value using the economic principle that a buyer will pay no more for an asset than 
the cost to obtain an asset of equal utility, whether by purchase or construction. 

iii) Market Approaches 

Provides an indication of value by comparing the subject asset with identical or similar assets for which 
price information is available. The main examples of the market approach are: 
 
▪ Analysis of recent trading 

▪ Industry rules of thumb 

1. Discounted Cash Flow Method 

Of the various methods noted above, the DCF method has the strongest theoretical basis. The DCF 
method estimates the value of a business by discounting expected future cash flows to a present value 
using an appropriate discount rate. A DCF valuation requires: 
 
▪ A forecast of expected future cash flows 

▪ An appropriate discount rate 

▪ An estimate of terminal value 

It is necessary to project cash flows over a suitable period (generally regarded as being at least five years) 
to arrive at the net cash flow in each period. For a finite life project or asset this would need to be done for 
the life of the project. This can be a difficult exercise requiring a significant number of assumptions such as 
revenue and cost drivers, capital expenditure requirements, working capital movements and taxation.  
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The discount rate used represents the risk of achieving the projected future cash flows and the time value 
of money. The projected future cash flows are then valued in current day terms using the discount rate 
selected. 
 
A terminal value reflects the value of cash flows that will arise beyond the explicit forecast period. This is 
commonly estimated using either a constant growth assumption or a multiple of earnings (as described 
under FME below). This terminal value is then discounted to current day terms and added to the net 
present value of the forecast cash flows to provide an estimate for the overall value of the business. 
 
The DCF method is often sensitive to a number of key assumptions such as revenue growth, future 
margins, capital investment, terminal growth and the discount rate. All these assumptions can be highly 
subjective, sometimes leading to a valuation conclusion presented that is too wide to be useful. 
 
A DCF approach is usually preferred when valuing: 
 
▪ Early-stage companies or projects 

▪ Limited life assets such as a mine or toll concession 

▪ Companies where significant growth is expected in future cash flows 

▪ Projects with volatile earnings 

It may also be preferred if other methods are not suitable, for example if there is a lack of reliable evidence 
to support an FME approach. However, it may not be appropriate if: 
 
▪ Reliable forecasts of cash flow are not available and cannot be determined 

▪ There is an inadequate return on investment, in which case a higher value may be realised by 
liquidating the assets than through continuing the business 

A DCF approach is not recommended when assets are expected to earn below the cost of capital. Also, 
when valuing a minority interest in a company, care needs to be taken if a DCF based on earnings for the 
whole business is prepared, as the holder of a minority interest would not have access to, or control of, 
those cash flows. 
 
2. Capitalisation of Future Maintainable Earnings Method 

The FME method is a commonly used valuation methodology that involves determining a future 
maintainable earnings figure for a business and multiplying that figure by an appropriate capitalisation 
multiple. This methodology is generally considered a short form of a DCF, where a single representative 
earnings figure is capitalised, rather than a stream of individual cash flows being discounted. The FME 
methodology involves the determination of: 
 
▪ A level of future maintainable earnings 

▪ An appropriate capitalisation rate or multiple 

Any of the following measures of earnings can be used: 
 
Revenue – mostly used for early stage, fast growing companies that do not make a positive EBITDA or as 
a cross-check of a valuation conclusion derived using another method. 
 
EBITDA – most appropriate where depreciation distorts earnings, for example in a company that has a 
significant level of depreciating assets but little ongoing capital expenditure requirement. 
 
EBITA – in most cases EBITA will be more reliable than EBITDA as it takes account of the capital intensity 
of the business 
 
EBIT – whilst commonly used in practice, multiples of EBITA are usually more reliable as they remove the 
impact of amortisation which is a non-cash accounting entry that does not reflect a need for future capital 
investment (unlike depreciation) 
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NPAT – relevant in valuing businesses where interest is a major part of the overall earnings of the group 
(e.g., financial services businesses such as banks). 
 
Multiples of EBITDA, EBITA and EBIT are commonly used to value whole businesses for acquisition 
purposes where gearing is in the control of the acquirer. In contrast, NPAT (or P/E) multiples are often used 
for valuing minority interests in a company as the investor has no control over the level of debt. 
 
A normalised level of maintainable earnings needs to be determined for the selected earnings measure. 
This excludes the impact of any gains or losses that are not expected to reoccur and allows for the full year 
impact of any changes (such as acquisitions or disposals) made part way through a given financial year. 
  
The selected multiple to apply to maintainable earnings reflects expectations about future growth, risk and 
the time value of money captured in a single number. Multiples can be derived from three main sources. 
 
▪ Using the comparable trading multiples, market multiples are derived from the trading prices of 

stocks of companies that are engaged in the same or similar lines of business that are actively 
traded on a free and open market, such as the ASX 

▪ The comparable transactions method is a method whereby multiples are derived from transactions 
of significant interests in companies engaged in the same or similar lines of business.  

 
▪ It is also possible to build a multiple from first principles based on an appropriate discount rate and 

growth expectations. 

It is important to use the same earnings periods (historical, current or forecast) for calculating comparable 
multiples, as the period used for determining FME. For example, a multiple based on historical earnings of 
comparable companies should be applied to historical earnings of the subject of the valuation and not to 
forecast earnings. 
 
The capitalisation of earnings method is widely used in practice. It is particularly appropriate for valuing 
companies with a relatively stable historical earnings pattern which is expected to continue. The method is 
less appropriate for valuing companies or assets if: 
 
▪ There are no (or very few) suitable alternative listed companies or transaction benchmarks for 

comparison 

▪ The asset has a limited life 

▪ Future earnings or cash flows are expected to be volatile 

▪ There are negative earnings, or the earnings of a business are insufficient to justify a value 
exceeding the underlying net assets 

▪ Working capital requirements are not expected to remain stable 

3. Asset or Cost Approaches 

The asset approach to value assumes that the current value of all assets (tangible and intangible) less the 
current value of the liabilities should equate to the current value of the entity. Specifically, an asset 
approach is defined as a general way of determining a value indication of a business, business ownership 
interest, or security using one or more methods based on the value of the assets net of liabilities. A cost 
approach is defined as a general way of determining a value indication of an individual asset by quantifying 
the amount of money required to replace the future service capability of that asset. 
 
The asset-based valuation methods estimate the value of a company based on the realisable value of its 
net assets, less its liabilities. There are a number of asset-based methods including: 
 
▪ Orderly realization 

▪ Forced liquidation 

▪ Net assets on a going concern 
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The orderly realisation of assets method estimates fair market value by determining the amounts that would 
be distributed to shareholders, after payments of all liabilities including realisation costs and taxation 
charges that arise, assuming the company is wound up in an orderly manner. The forced liquidation 
method is similar to the orderly realisation of assets except the liquidation method assumes the assets are 
sold in a shorter time frame. Since wind up or liquidation of the company may not be contemplated, these 
methods in their strictest form may not necessarily be appropriate. The net assets on a going concern basis 
method estimates the fair market values of the net assets of a company but does not take account of 
realisation costs. 
 
The asset/cost approach is generally used when the value of the business’ assets exceeds the present 
value of the cash flows expected to be derived from the ongoing business operations, or the nature of the 
business is to hold or invest in assets. It is important to note that the asset approach may still be the 
relevant approach even if an asset is making a profit. If an asset is making less than the economic rate of 
return and there is no realistic prospect of it making an economic return in the foreseeable future, an 
asset/cost approach will be the most appropriate method. 
 
An asset-based approach is a suitable method of valuation when: 
 
▪ An enterprise is loss making and not expected to become profitable in the foreseeable future 

▪ Assets are employed profitably but earn less than the cost of capital 

▪ A significant portion of the company’s assets are composed of liquid assets or other investments 
(such as marketable securities and real estate investments) 

▪ It is relatively easy to enter the industry (e.g., small machine shops and retail establishments) 

Asset based methods are not appropriate if: 
 
▪ The ownership interest being valued is not a controlling interest, has no ability to cause the sale of 

the company’s assets and the major holders are not planning to sell the company’s assets 

▪ A business has (or is expected to have) an adequate return on capital, such that the value of its 
future income stream exceeds the value of its assets 

An asset-based approach is often considered as a floor value for a business assuming the business has 
the option to realise all its assets and liabilities. 
 
4. Analysis of Recent Trading 

The most recent share trading history provides evidence of the fair market value of the shares in a 
company where they are publicly traded in an informed and liquid market. There should also be some 
similarity between the size of the parcel of shares being valued and those being traded. Where a 
company’s shares are publicly traded then an analysis of recent trading prices should be considered, at 
least as a cross-check to other valuation methods. 
 
5. Industry Specific Rule of Thumb 

Industry specific rules of thumb are used in certain industries. These methods typically involve a multiple of 
an operating figure such as traffic for internet businesses or number of beds for a nursing home. These 
methods are typically fairly crude and therefore only appropriate as a cross-check to a valuation 
determined by an alternative method. 
 
Selecting an Appropriate Valuation Approach and Method 
 
The choice of an appropriate valuation approach and methodology is subjective and depends on several 
factors such as whether a methodology is prescribed, the company’s historical and projected financial 
performance, stage of maturity, the nature of the company’s operations and availability of information. The 
selection of an appropriate valuation method should be guided by the actual practices adopted by potential 
acquirers of the company involved and the information available.  
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APPENDIX D 

CONTROL PREMIUM 

 
Background 
 
The difference between a control value and a minority value is described as a control premium. The 
opposite of a control premium is a minority discount (also known as a discount for lack of control). A control 
premium is said to exist because the holder of a controlling stake has several rights that a minority holder 
does not enjoy (subject to shareholders agreements and other legal constraints), including to: 

▪ Appoint or change operational management 

▪ Appoint or change members of the board 

▪ Determine management compensation 

▪ Determine owner’s remuneration, including remuneration to related party employees 

▪ Determine the size and timing of dividends 

▪ Control the dissemination of information about the company 

▪ Set the strategic focus of the organisation, including acquisitions, divestments, and 
restructuring 

▪ Set the financial structure of the company (debt / equity mix) 

▪ Block any or all the above actions 

The most common approach to quantifying a control premium is to analyse the size of premiums implied 
from prices paid in corporate takeovers. Another method is the comparison between prices of voting and 
non-voting shares in the same company. We note that the size of the control premium should generally be 
an outcome of a valuation and not an input into one, as there is significant judgement involved. 
 
Based on historical takeover premia that have been paid in Australian acquisitions in the period 2005-2015, 
the majority of takeovers have included a premium in the range of 20-50%, with 30% being the most 
commonly occurring. This is in line with standard industry practice, which tends to use a 30% premium for 
control as a standard. 
 

Intermediate Levels of Ownership 

 
There are several intermediate levels of ownership between a portfolio interest and 100% ownership. 
Different levels of ownership/strategic stakes will confer different degrees of control and rights as shown 
below. 

▪ 90% - can compulsorily purchase remaining shares if certain conditions are satisfied 

▪ 75% - power to pass special resolutions 

▪ <50% - gives control depending on the structure of other interests (but not absolute 
control) 

▪ <25% - ability to block a special resolution 

▪ <20% - power to elect directors, generally gives significant influence, depending on other 
shareholding blocks 

▪ < 20% generally has only limited influence 

Conceptually, the value of each of these interests lies somewhere between the portfolio value (liquid 
minority value) and the value of a 100% interest (control value). Each of these levels confers different 
degrees of control and therefore different levels of control premium or minority discount. 
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APPENDIX E 

AUTHOR INDEPENDENCE AND INDEMNITY 
 
This annexure forms part of and should be read in conjunction with the report of Stantons Corporate 
Finance Pty Ltd trading as Stantons Corporate Finance dated 11 June 2021, relating to the proposed 
Transaction.  
 
At the date of this report, Stantons Corporate Finance does not have any interest in the outcome of the 
proposal. There are no relationships with Siburan other than Stantons Corporate Finance acting as an 
independent expert for the purposes of this report. Stantons Corporate Finance Pty Ltd undertook an 
independence assessment and considered that there are no existing relationships between Stantons 
Corporate Finance and the parties participating in the Transaction detailed in this report which would affect 
our ability to provide an independent opinion. The fee (excluding disbursements) to be received for the 
preparation of this report is based on time spent at normal professional rates plus out of pocket expenses. 
Our fee for preparing this report is expected to be up to A$30,000 exclusive of GST. The fee is payable 
regardless of the outcome. Except for that fee, neither Stantons Corporate Finance Pty Ltd nor Mr James 
Turnbull have received, nor will or may they receive any pecuniary or other benefits, whether directly or 
indirectly for or in connection with the preparation of this report.  
 
Stantons Corporate Finance Pty Ltd does not hold any securities in Siburan. There are no pecuniary or 
other interests of Stantons Corporate Finance Pty Ltd that could be reasonably argued as affecting its 
ability to give an unbiased and independent opinion in relation to the proposal. Stantons Corporate Finance 
and Mr James Turnbull have consented to the inclusion of this report in the form and context in which it is 
included as an annexure to the NoM. 
 
QUALIFICATIONS 
 
We advise Stantons Corporate Finance Pty Ltd is the holder of an Australian Financial Services License 
(No 448697) under the Corporations Act 2001 relating to advice and reporting on mergers, takeovers and 
acquisitions involving securities. Stantons Corporate Finance Pty Ltd has extensive experience in providing 
advice pertaining to mergers, acquisitions and strategic financial planning for both listed and unlisted 
businesses. 
 
Mr James Turnbull, the person with overall responsibility for this report, has experience in the preparation 
of valuations for companies, particularly in the context of listed company corporate transactions, including 
the fairness and reasonableness of such transactions. The professionals employed in the research, 
analysis and evaluation leading to the formulation of opinions contained in this report, have qualifications 
and experience appropriate to the tasks they have performed.   
 
DECLARATION 
 
This report has been prepared at the request of Siburan to assist Non-Associated Shareholders of Siburan 
to assess the merits of the Transaction to which this report relates. This report has been prepared for the 
benefit of Siburan shareholders and those persons only who are entitled to receive a copy for the purposes 
under the Corporations Act 2001 and does not provide a general expression of Stantons Corporate 
Finance’s opinion as to the longer-term value of Siburan, its subsidiaries and/or assets. Stantons Corporate 
Finance does not imply, and it should not be construed, that it has carried out any form of audit on the 
accounting or other records of Siburan or their subsidiaries, businesses, other assets and liabilities. Neither 
the whole, nor any part of this report, nor any reference thereto, may be included in or with or attached to 
any document, circular, resolution, letter or statement, without the prior written consent of Stantons 
Corporate Finance Pty Ltd to the form and context in which it appears. 
 
DISCLAIMER 
 
This report has been prepared by Stantons Corporate Finance Pty Ltd with due care and diligence. 
However, except for those responsibilities which by law cannot be excluded, no responsibility arising in any 
way whatsoever for errors or omission (including responsibility to any person for negligence) is assumed by 
Stantons Corporate Finance Pty Ltd (and Stantons International Audit and Consulting Pty Ltd (“SIAC”), the 
parent company of Stantons Corporate Finance, its directors, employees or consultants) for the preparation 
of this report. 
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DECLARATION AND INDEMNITY 
 
Recognising that Stantons Corporate Finance may rely on information provided by Siburan and its officers 
(save whether it would not be reasonable to rely on the information having regard to Stantons Corporate 
Finance’s experience and qualifications), Siburan has agreed: 
 
(a) to make no claim by it or its officers against Stantons Corporate Finance Pty Ltd (and SIAC) to 

recover any loss or damage which Siburan may suffer as a result of reasonable reliance by 
Stantons Corporate Finance Pty Ltd on the information provided by Siburan; and 

 
(b) to indemnify Stantons Corporate Finance Pty Ltd against any claim arising (wholly or in part) from 

Siburan, or any of its officers, providing Stantons Corporate Finance Pty Ltd with any false or 
misleading information or in the failure of Siburan or its officers in providing material information, 
except where the claim has arisen as a result of wilful misconduct or negligence by Stantons 
Corporate Finance Pty Ltd. 

 
A final draft of this report was presented to Siburan for a review of factual information contained in the 
report. Comments received relating to factual matters were considered, however the valuation 
methodologies and conclusions did not change as a result of any feedback from Siburan. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


