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IMPORTANT INFORMATION 

This is an important document that should be read in its entirety. Given the complex nature of 
the Convertible Note Term and the Preference Share Terms, Shareholders are encouraged to 
consult with their professional advisers prior to voting on the Resolution. 
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Notice of Extraordinary General Meeting 

Calibre Group Limited ABN 44 100 255 623 (Company) gives notice that an Extraordinary General 
Meeting of Shareholders (Extraordinary General Meeting) will be held at: 

Time:  10.30 am (AEDT)  

Date:  17 December 2018 

Place: PricewaterhouseCoopers, Sydney 
One International Towers  
Watermans Quay 
Barangaroo, Sydney 
Australia 

The Explanatory Statement attached to this Notice provides additional information on matters to be 
considered at the Extraordinary General Meeting. The Explanatory Statement, Independent 
Expert’s Report and Proxy Form each form part of this Notice. 

Terms and abbreviations used in this Notice, the Explanatory Statement, and the Proxy Form are 
defined in the Glossary set out in Schedule 3. 

BUSINESS 

Item 1 Approval of the issue of Shares on the conversion of Series B Convertible 
Notes and Series B Preference Shares 

To consider, and if thought fit, to pass the following resolution as an ordinary resolution: 

  

"That, for the purposes of item 7 of section 611 of the Corporations Act and for all other purposes, 
approval is given for the issue of Shares to the Subscribers upon conversion of the Series B 
Convertible Notes and Series B Preference Shares, on the Convertible Note Terms and Preference 
Share Terms, summarised details of which are described in the Explanatory Statement." 

Voting exclusion 

In accordance with the Corporations Act, the Company will disregard any votes cast in favour of the 
Resolution by the Subscribers and their Associates. 
 

 

By order of the Board 
23 November 2018 

 

 

 

Tara Dennis 
Company Secretary 
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1 Explanatory Statement 

The information in this Explanatory Statement forms part of the Notice and has been prepared for 
the information of Shareholders in connection with the Extraordinary General Meeting to be held on 
Monday, 17 December 2018, at 10.30am (AEDT) at PricewaterhouseCoopers Sydney, One 
International Towers, Watermans Quay, Barangaroo, Sydney, Australia. 

This Explanatory Statement should be read in conjunction with the Notice, the Independent 
Expert's Report and the Proxy Form. Terms and abbreviations used in this Explanatory Statement 
are defined in the Glossary set out in Schedule 3. 

The purpose of this Explanatory Statement is to provide Shareholders with all information known to 
the Company which is material to a decision on how to vote on the Resolution in this Notice. 

This Explanatory Statement does not take into account the individual investment objectives, 
financial situation and needs of individual Shareholders or any other person. Accordingly, it should 
not be relied on solely in determining how to vote on the Resolution and Shareholders should seek 
their own financial and legal advice. 

BUSINESS 

Item 1 will be proposed as an ordinary resolution. Voting procedures are explained on pages 19 to 
22. 

Item 1 Approval of the Issue of Shares on the Conversion of Series B Convertible 
Notes and Series B Preference Shares  

RESOLUTION 1 Approval for the issue of Shares to Subscribers 

1.1 Background  

As announced on the Company’s website, on 31 October 2017 the Company issued the 
Noteholders (in equal proportions) 100 million Series A Convertible Notes raising $15 million. The 
Company also issued the Noteholders (in equal proportions) 66.7 million Series B Convertible 
Notes raising $10 million. For the remainder of the Explanatory Statement, references to the Series 
B Convertible Notes will be referred to as Convertible Notes.  

On 24 September 2018, the Company concluded a new agreement for the issuance of 
$17.1 million in Series B Preference Shares as new equity to the Subscribers (in equal 
proportions), replacing the Series A Convertible Notes (and the impending obligation to redeem the 
Series A Convertible Notes on 31 October 2018). 

The Company is seeking approval under item 7 of section 611 of the Corporations Act to the future 
issue of Shares to the Subscribers in the event of the conversion of the Convertible Notes and 
Series B Preference Shares. 

The Noteholders were the vendors of Diona Pty Ltd (Diona) and the Series A Convertible Notes 
and the Convertible Notes were issued to the Subscribers to settle the final earn-out obligations 
between the Company and the Subscribers relating to the Diona Acquisition.  

The Series B Preference Shares were issued to the Subscribers in consideration for the 
termination of the Series A Convertible Notes; to provide for a greater level of equity in the 
business of the Company; and to lower the funding costs associated with this source of capital. The 
Series A Convertible Notes were required to be redeemed for cash on 31 October 2018. 

Details of the material terms and conditions of the Convertible Note Terms are set out below and 
summarised in Schedule 1. 

Details of the material terms and conditions of the Preference Share Terms are set out below and 
summarised in Schedule 2. 
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Complete copies of the Convertible Note Terms and the Preference Share Terms are available on 
the Company’s website. 

1.2 About the Subscribers 

The Subscribers owned Diona up until the Company’s acquisition of Diona in November 2015. 
Diona operates a civil engineering and construction business in Australia, servicing the growing 
Australian east coast infrastructure market. The Company acquired Diona as a key strategy to pivot 
its sector concentration from the resources market and diversify and grow into the utilities and 
infrastructure sectors. 

Diona was acquired from the Subscribers in 2015, with upfront consideration of $45 million paid, 
and two additional earn-out instalments payable upon the delivery of increased earnings in the 
FY16 and FY17 periods (based on a 30 June year-end). The FY16 entitlement was $14.4 million 
(and was paid in cash) and the FY17 entitlement was agreed to be $30 million. $25 million of the 
FY17 entitlement was satisfied by the issue of the Series A Convertible Notes and the Series B 
Convertible Notes (in lieu of the cash payment required under the terms of the Diona Acquisition), 
with an additional $5 million raised from NAB as a one-year debt facility and paid to the 
Subscribers in cash.  

Diona has been a very successful acquisition for Company, contributing to over 50% of Company’s 
revenues from non-resource clients with cash flow and earnings for the Company being stronger 
than would have otherwise been the case. 

1.3 Obligation to seek approval for the issue of shares to the 
Subscribers 

Under the Share Subscription Agreement, the Company is obliged to use its best endeavours to 
seek approval under item 7 of section 611 of the Corporations Act by requisite majority of 
Shareholders of the future issue of Shares to the Subscriber in the event of conversion of the 
Convertible Notes and the Series B Preference Shares at the Company’s 2018 Extraordinary 
General Meeting or as soon as practicable thereafter and in any event, by 24 December 2018. The 
Resolution is being put to Shareholders for approval to satisfy this obligation.  

There was a similar obligation under the Convertible Note Subscription Agreement obliging the 
Company to seek approval in respect of the issue of Shares on the conversion of the Convertible 
Notes, but the Subscribers agreed to defer the seeking of such approval due to the conduct of the 
strategic review referred to in Section 1.5 below.  

1.4 First Reserve intentions 

First Reserve currently owns 61% of the Shares in the Company. First Reserve confirmed to the 
Company that it currently intends to vote its Shares in favour of any resolution put forward by the 
Company that is necessary to progress the transaction in accordance with the Convertible Note 
Subscription Agreements around the time the Convertible Notes were issued and the Share 
Subscription Agreements around the time the Series B Preference Shares were issued. As at the 
date of this Notice, the Company is not aware of First Reserve having changed its intentions since 
those dates. 

1.5 Strategic Review 

After the Convertible Notes were issued, First Reserve advised the Board of the Company that it 
wished to exit its shareholding. Given this desire, as well as the Company’s financial 
circumstances, the Board commenced a strategic review and engaged PwC to look at various 
options for the Company, including recapitalisation and sale of some of all of the Company’s 
businesses.  
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In conducting the strategic review, the Company was constrained by the Convertible Note Terms in 
that: 

(a) the Convertible Notes could not be redeemed for cash at the option of the Company even if 
there was a change of control. The effect of this was to reduce the attractiveness of the 
Company to alternative bidders for the whole company, as they would be exposed to dilution 
and a further Change of Control after they had acquired control, from the conversion of the 
Convertible Notes; 

(b) the consent of the Noteholders was required before any assets of the Company could be 
sold; and 

(c) the Company was prohibited from issuing further Shares in the Company without the 
Noteholders’ consent, thereby restricting the opportunities for a new equity raising by the 
Company. 

Throughout 2018, the Company conducted various processes seeking recapitalisation proposals, 
proposals to acquire all of the Shares in the Company and proposals to acquire one or more of the 
businesses of the Company. As a result of these processes, the G&S business was sold to DRA in 
July. However, no other offers which the Directors believed were in the best interests of the 
Company were received in connection with either the Shares or the assets of the Company or a 
recapitalisation of the Company.  

As a result, the Directors considered that the issue of the Series B Preference Shares, in 
consideration for the cancellation of the Series A Convertible Notes (which were due to be 
redeemed in 31 October 2018) was in the best interests of the Company given the Company’s 
circumstances at that time. The Directors also at that time started discussions with David O’Connor 
and John Paul O’Connor, the sons of the Subscribers and the controllers of the Bidder, about a 
potential privatization proposal because the Directors were of the view that the Company needed 
additional capital, in the form of equity and given the Convertible Note Terms, it had not been 
possible for the Company to implement any alternative recapitalisation proposal. The Directors also 
considered that providing a liquidity opportunity for Shareholders was desirable given the 
Company’s circumstances, particularly given the potentially extremely dilutive effect of the 
conversion of the Convertible Notes and the Series B Preference Shares if approved by 
Shareholders.  

1.6 Takeover Offer 

On Friday 23 November 2018, the Company entered into a bid implementation agreement with 
Jupiter Civil Pty Ltd (ACN 630 129 903) as trustee for The Jupiter Unit Trust (Bidder), under which 
the Bidder proposes to acquire the shares in the Company by way of an off-market takeover bid 
(Takeover Offer) (Bid Implementation Agreement). The Takeover Offer is a conditional off-
market takeover bid to acquire all of the ordinary shares on issue in the Company on the 
commencement of the offer period plus any Shares issued by the Company upon any conversion 
of the Series A Preference Shares but will not extend to any Shares issued during the bid period as 
a result of the conversion of the Convertible Notes or the Series B Preference Shares.  

The offer price under the Takeover Offer is $0.007 per Share. 

The Bidder is a newly formed entity beneficially owned by David O’Connor and John Paul 
O’Connor, 2 members of the O’Connor Family (being the sons of the Subscribers). David O’Connor 
is currently the Executive General Manager Strategy and Growth – Calibre Group of the Company 
and John Paul O’Connor is the National Operations Manager – Diona of the Company. They have 
both worked for Calibre in a range of roles since the Diona Acquisition.  

The Takeover Offer will be subject to certain conditions, including (among others): 

 that by the end of the bid period, the Bidder has received valid acceptances with respect to at 
least 75% of the ordinary shares in the Company held by shareholders who are not its 
Associates and for which it has made an offer under the Takeover Bid (Minimum Acceptance 
Condition); 
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 approval of the Resolution by the requisite majority at a general meeting of the Company; 

 no prescribed occurrences (which include, amongst other things, the occurrences as set out in 
section 652C(1) and (2) of the Corporations Act) occur with respect to the Company (which 
includes no conversion of any Convertible Notes or Series B Preference Shares), except the 
conversion of the Series A Preference Shares or otherwise to the extent agreed in writing by 
the Bidder; and 

 the lenders and financiers of the Company or its subsidiaries provide undertakings to the 
Bidder and the Company not to exercise, and not to state an intention to exercise, any rights 
they may have to terminate any financing arrangement, require repayment of funds, or enforce 
security over assets of the Company or its subsidiaries. 

The Bid Implementation Agreement also provides that: 

 the Company is not prevented by exclusivity provisions, including no-shop and no-talk 
restrictions, and as a result, is free to solicit, procure or engage with any third party on any 
competing proposal to the Takeover Offer;  

 the Subscribers will waive the obligations of the Company under the Convertible Note Terms in 
relation to the Change of Control that occurs as a result of the Takeover Offer; and  

 the Company will not exercise its option to convert the Series B Preference Shares during the 
Takeover Offer unless the Takeover Offer has become unconditional and except only to the 
extent notified by the Bidder during the last 5 Business Days of the Offer Period of the 
Takeover Offer, at which time the Company will convert the number so notified.  

The Subscribers will accept the redemption of their Convertible Notes and Series B Preference 
Shares in the event a superior proposal is made before satisfaction of the Minimum Acceptance 
Condition (and will agree to an amendment of the Convertible Note Terms to the extent required for 
this); 

The Bidder’s Controllers have advised the Company that if the Takeover Offer is successful, they 
intend to seek to privatise the Company and undertake a recapitalisation to enable the Company to 
reduce its debt levels. The Bidder's Controllers have also advised the Company that it is their 
intention to make an offer to management of the Company to take an ownership stake in the 
Company’s business following the Takeover Offer, in the event that the Takeover Offer is 
successful. 

Under the Bid Implementation Agreement, once the Takeover Offer becomes unconditional, the 
Bidder may give the Company a notice requiring it to convert such number of Convertible Notes 
and/or Series B Preference Shares by the end of the Offer Period as the Bidder elects, and the 
Company must comply with that notice. It is expected that if the Takeover Offer becomes 
unconditional, the Company will be required to convert (pursuant to such notice it receives from the 
Bidder) a number of Convertible Notes and/or Series B Preference Shares so that the Bidder 
(through acceptances under the Takeover Offer) and the Subscribers (through the conversion of 
the Series B Preference Shares) will together hold at least 90% of the issued shares in the 
Company. This will allow the Bidder to proceed with compulsory acquisition of the Shares not held 
by the Bidder and its Associates in accordance with the Corporations Act. The Bidder’s Controllers 
have advised that the Company that they do not expect that the Bidder will seek conversion of any 
more Convertible Notes and/or Series B Preference Shares than necessary to result in the 
aggregate shareholding of the Bidder and the Subscribers being 90% of the Company’s issued 
ordinary shares at the end of the Offer Period. 

Further information regarding the Takeover Offer, including the terms of the Bid Implementation 
Agreement, will be made available on the Company’s website.  

1.7 Independent Expert's Opinion 

The Company has appointed KPMG Corporate Finance as the Independent Expert to prepare the 
Independent Expert's Report, the purpose of which is to state whether or not, in its opinion, the 
issue of Shares to the Subscribers on the conversion of the Convertible Notes and the Series B 
Preference Shares is 'fair' and 'reasonable' to Shareholders. 
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The Independent Expert has concluded that the Future Conversion is not fair but reasonable to the 
Shareholders, in the absence of a superior proposal.  

The Independent Expert has assessed the value of a Share (inclusive of a premium for control) to 
lie in the range of $0.080 to $0.118 per Share, which compares to its assessed post-conversion 
value of a Share, on a minority interest basis, of between $0.011 and $0.014 per Share. As the 
range of the Independent Expert’s post-conversion values fall below its range of assessed value 
prior to conversion (inclusive of a premium for control), the Independent Expert has concluded that 
the Future Conversion is not fair to Shareholders. 

However, the Independent Expert has concluded that the benefit to the Shareholders of an 
improved Company financial position following the conversion of the Series B Preference Shares 
(as described in further detail in the Independent Expert’s Report) improve the likelihood of the 
Company being able to continue to operate as a going concern, and these benefits outweigh the 
disadvantages (such as the Shareholders will not receive the full underlying going concern value 
for a Share in the event of a Future Conversion; or Shareholders’ interests will be significantly 
diluted through the issue of new Shares to the Subscribers). Accordingly, whilst the Independent 
Expert has concluded that the Future Conversion is not fair, it has concluded that the Future 
Conversion is reasonable in the absence of a superior proposal.  

A complete copy of the Independent Expert's Report is provided in Attachment 1 to this Notice. 

1.8 Summary of the Convertible Note Terms 

The Noteholders currently hold secured Series B Convertible Notes with an aggregate face value 
of $10 million and a 16% per annum interest rate, at an issue price of $0.15 each Convertible Note.  

(a) Summary of conversion rights 

The Company cannot convert any Convertible Notes without the consent of the Noteholder. The 
Noteholder may not convert any of the Convertibles Notes prior to the Maturity Date without the 
consent of the Company, unless there is a Change Of Control. 

The Noteholder may convert the Convertible Notes on the Maturity Date by delivering to the 
Company a duly executed 'Maturity Notice' to the Company prior to the Maturity Date.  

The current Conversion Price is between $0.03 and $0.02 per Share in the second and third years 
(depending on the date of Conversion). If Conversion occurs on the Maturity Date, being 31 
October 2020, then the Conversion Price will be $0.02 per Share for Convertible Notes. 

If a Change of Control occurs, the Noteholder can elect to convert all or part of the Convertible 
Notes on completion of the Change of Control (based on the Conversion Price as at that date). Any 
remaining Convertible Notes which the Noteholder does not elect to convert plus accrued interest 
will be required to be redeemed for cash on completion of the Change of Control.  

Where the Future Conversion would result in a Noteholder, post-conversion, contravening section 
606 of the Corporations Act (meaning that the Noteholder would hold voting power in the Company 
of more than 20%), then the Company: 

1. is only required to issue the number of Shares that would not result in a breach of section 
606 of the Corporations Act; and 

2. in respect of the balance of the Convertible Notes, must seek approval from the requisite 
majority of Shareholders for the issue of the balance of the Shares pursuant to the 
conversion under item 7 of section 611 of the Corporations Act. 
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(b) Director appointment rights 

Provided that an O'Connor Family member holds Convertible Notes, John O'Connor may nominate 
one person to be appointed as a director of the Company. If the O'Connor Family ceases to hold 
any Convertible Notes then the O’Connor Family must arrange that the relevant nominee Director 
resigns from the Board.  

As at the date of this Notice, John O’Connor has not notified the Company of any director 
nomination in accordance with the Convertible Note Terms. 

(c) Other key terms 

The key terms of the Convertible Notes are set out in Schedule 1. A full copy of the Convertible 
Note Terms can be found on the Company’s website. 

1.9 Use of funds 

Issuing the Series A Convertible Notes and the Convertible Notes formed part of the consideration 
for the final settlement of the earn-out obligations between the Company and the Subscribers 
relating to the Diona Acquisition. The Company did not receive any cash proceeds from the issue 
of the Convertible Notes to the Subscribers.  

Issuing the Series B Preference Shares to the Subscribers forms part of the equity of the Company 
and forms the consideration for the termination of the Series A Convertible Notes due to mature on 
31 October 2018. The Company did not receive any cash proceeds from the issue of the Series B 
Preference Shares to the Subscribers. 

1.10 Summary of the Series B Preference Shares 

The Subscribers each currently hold 1,223,923,714 of Series B Preference Shares issued under 
the Share Subscription Agreements.  

(a) Summary of conversion rights under the Share Subscription Agreements 

The Company may convert the Series B Preference Shares at any time prior to the Maturity Date 
by delivering to the Subscribers a valid ‘Conversion Notice’ at least 10 business days, but not more 
than 45 business days, before the proposed date for conversion. 

Where the Future Conversion would result in a Subscriber, post-conversion, contravening section 
606 of the Corporations Act (meaning that the Subscriber would hold voting power in the Company 
of more than 20%), then the Company: 

1. is only required to issue the number of Shares that would not result in a breach of section 
606 of the Corporations Act; and 

2. in respect of the balance of Series B Preference Shares, must seek approval from the 
requisite majority of Shareholders for the issue of the balance of the Shares pursuant to the 
conversion under item 7 of section 611 of the Corporations Act. 

The number of Shares to be issued to a Subscriber in the event of the Future Conversion is to be 
calculated by multiplying the number of the Series B Preference Shares to be converted by 1.00. 

The Conversion Price is $0.007 per Series B Preference Share to be converted. 
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Upon conversion of a Series B Preference Share, the Subscribers are entitled to any Accrued 
Unpaid Distributions as at the Conversion Date and the Subscriber can elect to receive this amount 
in cash, Shares or a combination of both. In the event that Shares are selected by the Subscriber, 
the Company must issue Shares (in addition to the Shares which the Company has converted) to 
the Subscriber in accordance with the following formula: 

N =  Unpaid Share Distributions x  Conversion 
  Conversion Price  Factor 

If a Change of Control occurs (other than a Change of Control where a related party of the 
Subscribers acquires Control, for example, under the Takeover Offer), the Company must elect to 
either redeem all of the Series B Preference Shares or exercise the option to convert all 
outstanding Series B Preference Shares on completion of the Change of Control. 

(b) Other key terms 

The key terms of the Series B Preference Shares are set out in Schedule 2. A full copy of the 
Preference Share Terms can be found at the Company’s website. 

1.11 Effect of the approval on the Company's capital structure 

(a) Current Capital Structure 

On the basis of no other share capital issues or changes, below is a table setting out the 
Company's current capital structure and the possible capital structure on conversion of the 
maximum possible Convertible Notes (at a Conversion Price of $0.02 per note) and the Series B 
Preference Shares (at a Conversion Price of $0.007 per share). It is assumed that the Company 
elects to defer payment of all interest able to be deferred and capitalise these amounts at Maturity 
(paid in kind interest).  
 

Amounts in Millions Ordinary 
Shares  

Series A 
Preference 

Shares 

Convertible 
Notes 

Series B 
Preference 

Shares 

Balance as at the date of this Notice 
before capitalisation of any paid in kind 
interest 

341.0 33.3 66.7 2,447.8 

Balance at the Maturity Date following 
capitalisation of paid in kind interest and 
the maximum conversion of the 
Convertible Notes and Series B 
Preference Shares on the Maturity Date in 
the absence of Shareholder Approval1,2,3 

426.2 33.3 98.7 2,753.4 

Balance following capitalisation of Paid in 
kind interest and full conversion of the 
Convertible Notes and Series B 
Preference Shares on the Maturity Date in 
full3,4 

3,953.1  - - 

                                                      
1 This assumes that the Company does not issue any additional Shares prior to the date that all of the Convertible Notes or 
Series B Preference Shares have converted up to the maximum amount permitted (not exceeding 20%). Assumes 
conversion of Series B Preference Shares occurs before conversion of the Convertible Notes. 

2 Assumes that Subscribers are Associates at the time of conversion and neither the Subscribers nor their Associates have 
acquired any other Shares prior to that date or when the Convertible Notes or Series B Preference Shares are converted. 

3 This assumes that the Company elects to capitalise the paid in kind interest payable on the Convertible Notes and Series 
B Preference Shares up until the Maturity Date in full. 

4 This assumes that the Company does not issue any additional Shares, other than to convert the Series A Preference 
Shares, prior to the date that all of the Convertible Notes and Series B Preference Shares have converted. 
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The Series A Preference Shares are required to be converted by the Company in the event of a 
Change of Control. If there is full conversion of either the Convertible Notes or the Series B 
Preference Shares at Maturity there will be a change of control and the Series A Preference 
Shares will convert into 33.3 million Shares. 

Each Convertible Note has an issue price of $0.15. As set out in Section 1.8(a) above, the 
Conversion Price of the Convertible Notes prior to 31 October 2019 is $0.03 and thereafter is 
$0.02. The Company has deferred all interest and if capitalised would result in 78.0 million 
Convertible Notes being on issue at the date of this Notice which would convert into 390.0 million 
Shares if able to be converted at $0.03 at the date of this Notice. Assuming the Company elects to 
capitalise the paid in kind interest on the Convertible Notes there will be 98.7 million Convertible 
Notes at the Maturity Date which if able to be converted at $0.02 would convert into 740.2 million 
Shares. If the Convertible Notes were fully converted at Maturity (31 October 2020) the Subscribers 
would acquire a 66.4% voting power in the Company assuming the Series A Preference Shares 
had already converted into 33.3 million Shares and there were no other Shares issued. 

The Series B Preference Shares inclusive of accumulated distributions convert into 2,838.7 million 
shares at Maturity. If fully converted at Maturity (1 November 2019) the Subscribers would acquire 
an 88.4% voting power in the Company assuming the Series A Preference Shares had already 
converted into 33.3 million Shares and there were no other Shares issued. 

If both the Series B Preference Shares and the Convertible Notes fully converted at Maturity, 
3,578.9 million shares would be issued and the Subscribers would acquire an 90.5% voting power 
in the Company assuming the Series A Preference Shares had already converted into 33.3 million 
Shares and there were no other Shares issued. 

(b) Voting power of the Subscribers and their Associates 

The extent of the relevant interest in Shares held and the resulting voting power of the Subscribers 
and each of their Associates as at the date of this Explanatory Statement is as follows: 
 

Shareholder Number of Shares Voting Power 

Mr John O'Connor Nil Nil 

Ms Margaret O'Connor Nil Nil 

Mr David O’Connor Nil Nil 

Mr John Paul O’Connor 80,000 0.02% 

Bidder Nil Nil 
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The maximum voting power and the maximum increase in voting power held by the Subscriber and 
each of their Associates following conversion of all of the Convertible Notes at the lowest 
applicable Conversion Price and assuming no other issues of Shares is as follows: 
 

Shareholder Number of shares 
issued to the 
Shareholder  

Number of shares 
issued to the 

Shareholder or 
their Associates 

Maximum 
Voting 
Power5 

Maximum 
Increase 
in Voting 

Power6 

Mr John O'Connor 1,789,423,103 3,578,926,206 90.5% 90.5% 

Ms Margaret O'Connor 1,789,423,103 3,578,926,206 90.5% 90.5% 

Mr David O'Connor  3,578,926,206 90.5% 90.5% 

Mr John Paul O’Connor 80,000 3,578,926,206 90.5% 90.5% 

Bidder  3,578,926,206 90.5% 90.5% 

 

If Shareholders do not approve the Resolution then Shareholders should note that the Noteholders 
may have their voting power increase to at least 19.99% each by the partial conversion of the 
Convertible Notes or the Series B Preference Shares without the Company needing to obtain 
Shareholder approval. In this scenario, the Noteholders may also be able to increase their voting 
power above 19.99% under other exemptions to section 606(1) of the Corporations Act (such as 
the ability to acquire an additional 3% voting power every 6 months under item 9 of section 611 of 
the Corporations Act).  

If, following the conversion of the Convertible Notes and/or the Series B Preference Shares, the 
Subscribers increase their shareholding to 90% or more, the Subscribers may be able to exercise 
the general compulsory acquisition power under Part 6A.2 of the Corporations to compulsorily 
acquire all remaining Shares. 

(c) Impact of Conversion together with the Takeover Offer 

Set out below is the range of outcomes that might arise following approval of the Resolution in the 
context of the Takeover Offer. The Series A Preference Shares are required to be converted by the 
Company in the event of a Change of Control. In total, these convert into 38.5 million Shares, 
assuming the Change of Control occurs before 28 June 2019 and 33.3 million Shares after that 
date.  

                                                      
5 This assumes that the number of Shares issued on conversion of the Convertible Notes and Preference Shares is 4.1 
billion shares (as set out in Section 1.11 above) and that the Company does not issue any additional Shares or convert the 
Series A Preference Shares prior to the date that all of the Convertible Notes and Series B Preference Shares have 
converted. 

6 This assumes that the number of Shares issued on conversion of the Convertible Notes is 4.1 billion shares (as set out in 
Section 1.11 above) and that the Company does not issue any additional Shares or convert the Series A Preference Shares 
prior to the date that all of the Convertible Notes and Series B Preference Shares have converted.  
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Effect of Maximum Conversion as at 31 January 2019 Assuming Acceptance of Takeover Offer 

 

Amounts in millions     

Shares on Issue  341.0   

Series A CRPS Converted  38.5   

Total Ordinary Shares Subject to Takeover Offer  379.5   

    

Assumed Level of Acceptance of Takeover Offer  50.1% 75.0% 90.0% 

Shares Acquired in Takeover Offer at Assumed Level of 
Takeover Acceptance  

190.1 284.6  341.5  

Ordinary Shares Issued from the Conversion of Convertible 
Notes and Series B Preference Shares (31 January 2019)7 

2,969.1 2,969.1 2,969.1 

Total Shareholding of Bidder and Associates assuming 
Maximum Conversion 

3,159.2 3,253.7 3,310.6 

Shares not acquired under the Takeover Offer  189.4 94.9  37.9 

Total Shares on issue assuming Maximum Conversion  3,348.6 3,348.6 3,348.6 

Total Shareholding % of Bidder and Associates assuming 
Maximum Conversion 

94.3% 97.2% 98.9% 

 

However, as stated above in Section 1.6, the Bidder has advised the Company that it expects that 
it will only require conversion of that number of Series B Preference Shares such that at the end of 
the Offer Period the Bidder and the Subscribers aggregate holding of shares in the Company is at 
least 90%, so as to permit the Bidder to undertake compulsory acquisition in accordance with the 
Corporations Act. 

1.12 Approval in relation to Section 611, Item 7 of the Corporations Act 

Pursuant to section 606(1) of the Corporations Act, a person must not acquire a relevant interest in 
issued voting shares in a listed company or an unlisted company with more than 50 shareholders if 
the person acquiring the interest does so through a transaction in relation to securities entered into 
by, or on behalf of, the person and because of that transaction, that person's or someone else's 
voting power increases: 

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

 from a starting point that is above 20% to below 90%. 

The voting power of a person in a body corporate is determined in accordance with section 610 of 
the Corporations Act.  

                                                      
7 This assumes that the Company elects to capitalise the paid in kind interest payable on the Convertible Notes and Series 
B Preference Shares up until the Bid Acceptance Date (Assumed to be 31 January 2019) in full. 
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The calculation of a person's voting power in a company involves determining the voting shares in 
the company in which the person and the person's Associates have a relevant interest in. 

A person has a relevant interest in securities of a company if they individually, or jointly: 

 are the holder of the securities; 

 have the power to exercise, or control the exercise of, a right to vote attached to the securities; 
or 

 have the power to dispose of, or control the exercise of a power to dispose of, the securities. 

Item 7 of section 611 of the Corporations Act provides an exception to the prohibition under section 
606 of the Corporations Act. This exception provides that a person may acquire a relevant interest 
in a company's voting shares if shareholders of the company approve the acquisition.  

For the exemption of item 7 of section 611 of the Corporations Act to apply, shareholders must be 
given all information known to the person proposing to make the acquisition or their Associates, or 
known to the company, that was material to the decision of how to vote on the resolution. In ASIC 
Regulatory Guide 74, ASIC has indicated what additional information should be provided to 
shareholders in these circumstances. 

The Resolution seeks Shareholder approval, for the purpose of Item 7 of section 611 of the 
Corporations Act, to allow the Subscribers to convert the Convertible Notes and Series B 
Preference Shares in circumstances where such conversion will result in their voting power (and 
that of their Associates) increasing to more than 20%.  

The following information is provided in compliance with Item 7 of section 611 of the Corporations 
Act and ASIC Regulatory Guide 74: 

(a) The identity of the Subscribers, their Associates and any person who will have a relevant 
interest in the Shares to be allocated to the Subscribers or their Associates 

The Company issued the Convertible Notes and Series B Preference Shares to the Subscribers. 
Any Shares issued on the conversion of the Convertible Note and Series B Preference Shares will 
be issued to the Subscribers. 

The following persons are Associates of the Subscribers in relation to the Company and will have 
voting power in any Shares acquired upon conversion: 
 

Person Associates 

Mr John O'Connor 
 Ms Margaret O’Connor 

 each member of the O’Connor Family, including the 
Bidder and the Bidder’s Controllers 

Ms Margaret O'Connor 
 Mr John O’Connor 

 each member of the O’Connor Family, including the 
Bidder and the Bidder’s Controllers  

 

The Subscribers and the Company consider that both Subscribers are currently Associates with 
respect to the business affairs of the Company and approval of the Shareholders is sought 
pursuant to this Notice on that basis.  

Further, the Subscribers, the Company and the Bidder’s Controllers consider that the Subscribers, 
the Bidder and the Bidder’s Controllers are currently Associates with respect to the business affairs 
of the Company and approval of the Shareholders is sought pursuant to this Notice on that basis. 
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During and after close of the Takeover Offer (if successful), the Bidder and the Bidder’s Controllers 
will also have a relevant interest in any Shares acquired by the Subscribers upon conversion. This 
is because there will be, at that time, an arrangement or understanding in place between the 
Bidder, the Bidder’s Controllers and the Subscribers that any such Shares acquired on conversion 
will not be disposed of by the Subscribers other than by agreement among all those parties. The 
Resolution therefore also seeks approval of the acquisition of a relevant interest by the Bidder and 
the Bidder’s Controllers in those circumstances. 

(b) Maximum voting power of the Subscribers following conversion of the Convertible Notes 
and Series B Preference Shares and maximum extent of that increase  

The Subscribers and their Associates (other than John Paul O’Connor) do not have a relevant 
interest in Shares (nor any voting power in respect of the Company) as at the date of this Notice.  

The maximum extent of the relevant interests in Shares (and resulting voting power in the 
Company) of the Subscribers and their Associates following conversion of the Convertible Notes 
and Series B Preference Shares is set out in Section 1.11(b) above.  

The Convertible Note Terms and Share Subscription Terms provide that in the event of any 
consolidation, share split, bonus issue, buyback, cancellation, recapitalisation or similar capital 
restructure of the Shares, then on conversion the Convertible Notes and Series B Preference 
Shares will be restructured in the same manner as the Shares in order that the Subscribers are not 
adversely prejudiced. 

The Convertible Note Terms also provide that until such time as all the Notes are either converted 
or redeemed, the Company must not, without the prior written consent of the Subscribers, reduce 
its share capital or allot or issue any shares or an securities or loan capital convertible into shares, 
or purchase, buy back, redeem, retire or acquire any such shares or securities, or agree to do so, 
or create any security interest over any such shares or securities or assets of the Company or any 
of its subsidiaries (except any security interest permitted under the Convertible Note Terms).  

The General Security Deed entered into as part of the Convertible Note Terms also provides for a 
negative pledge that the Company shall not without the Noteholders’ prior written consent create or 
allow other security interests in the Company’s assets and subsidiaries or dispose of or part with 
possession of any assets or shares in subsidiaries. 

The Bidder and the Bidder’s Controllers will acquire a relevant interest in Shares if any Shareholder 
accepts the Takeover Offer. The Subscribers will, while they are Associates of the Bidder and the 
Bidder’s Controllers, also acquire voting power in any such Shares.  

(c) The identity, qualifications and associations (with the Subscribers or any of their 
Associates) of any person who is intended to become a director if Shareholders approve 
the Resolution 

Mr John O'Connor is entitled to nominate one person to become a director of the Company under 
the Convertible Note Terms (see Section 1.8(b) above). This right is not conditional on members 
approving the Resolution.  

More information about the Bidder’s intentions for the composition of the board of directors of the 
Company if the Bidder acquires control pursuant to the Takeover Offer will be set out in the 
bidder’s statement in respect of the Takeover Offer, which will be provided to shareholders prior to 
the EGM. 
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(d) The Subscribers’ intentions regarding the future of the Company if Shareholders approve 
the Resolution and the Convertible Notes or Series B Preference Shares are converted into 
Shares 

As set out above, if the Takeover Offer becomes unconditional and the Bidder is able to undertake 
compulsory acquisition of the remaining shares in the Company, the Company will be privatised 
and recapitalised as a controlled entity of the Bidder and its Associates (including the Subscribers). 
More information about the Bidder’s intentions for the Company if this occurs will be set out in the 
bidder’s statement in respect of the Takeover Offer, which will be provided to shareholders prior to 
the EGM. 

If the Takeover Offer is unsuccessful, then irrespective of whether approval of the Resolution is 
obtained, except in their capacity as Noteholders having negative control (as described below), the 
Subscribers will not be in a position to materially affect the key operational aspects or strategy of 
the Company or its business unless the Company converts the Series B Preference Shares or 
Convertible Notes, on or before the Maturity Date, as: 

 the Subscribers do not currently hold any shares in the Company; and 

 other than on a Change of Control, the Company controls the circumstances in which the 
Subscribers are able to convert the Convertible Notes or Series B Preference Shares into 
Shares before the Maturity Date. 

The Convertible Notes are secured pursuant to the General Security Deeds, which provide for a 
negative pledge that the Company will not without the Noteholders prior written consent create or 
allow other security interests in the Company’s assets and subsidiaries or dispose of or part with 
possession of any assets or shares in subsidiaries. This right effectively gives the Noteholders 
negative control over the Company and its ability to transfer assets of the Company to a third party. 
Further, the Company is not entitled to issue any securities without the consent of the Subscribers. 

Accordingly, the Subscribers have not formed any current intentions in relation to the matters 
described in paragraphs (1) to (5) below and the Subscribers’ current intention is to allow (subject 
to the consent rights in the Convertible Note Terms, Preference Share Terms and General Security 
Deed, and the Takeover Offer) the existing Company board of directors to continue to make 
relevant decisions relating to those matters: 

(1) changing the business of the Company; 

(2) injecting further capital into the Company; 

(3) changing the future employment of present employees of the Company; 

(4) proposals where assets will be transferred between the Company and the Subscribers or 
their Associates; and 

(5) otherwise redeploying the fixed assets of the Company. 

Further, until such time as a proposal for the transfer of the Company’s assets or the issue of 
securities is presented to them, the Subscribers have not formed any current intentions in relation 
to whether or not it would exercise its consent rights under the General Security Deeds in respect 
of the transfer of any of the Company’s assets or the issue of securities. 

The intentions of the Bidder if the Takeover Offer is successful will be set out in the bidder’s 
statement, which will be sent to Shareholders before the Meeting. 

(e) Particulars of the terms of the proposed allotments and any contract or proposed contract 
between the Subscribers and the Company or any of their Associates which is conditional 
upon, or directly or indirectly dependent on, the Resolution being approved by 
Shareholders 

It is a requirement of the Convertible Note Terms and Preference Share Terms that the Company 
seek the approval sought under the Resolution. 

It is a condition of the Takeover Offer that the Resolution is approved by the requisite majority. 
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There are no contracts or proposed contracts between the Subscribers and the Company or any of 
their Associates which is conditional upon, or directly or indirectly dependent on, the Resolution 
being approved by Shareholders. 

(f) When the proposed allotment of Shares to the Noteholders under the Convertible Note to 
occur 

As outlined in Section 1.8(a) above, the Company cannot convert any of the Notes held by the 
Noteholder without the Noteholder's consent. The Noteholders cannot convert the Convertible 
Notes prior to the Maturity Date without the Company’s consent.  

The Noteholders may convert the Convertible Notes on the Maturity Date by giving notice to the 
Company prior to the Maturity Date.  

If a Change of Control occurs then the Company must convert all outstanding Convertible Notes, 
unless the Noteholders accept the offer from the Company to redeem any or all of their Notes. As 
noted above, it is a condition of the Takeover Offer that none of the Convertible Notes are 
converted by the Company, and the Subscribers have waived the Company’s obligation to convert 
the Convertible Notes on a change of control that occurs pursuant to the Takeover Offer unless 
and to the extent that waiver is revoked. 

The Noteholders have also agreed that in the event of an anticipated Change of Control resulting 
from a superior proposal to the Takeover Offer, to the amendment of the Convertible Note Terms to 
enable the Company to redeem the Convertible Notes upon a Change of Control. 

To the extent that the Future Conversion would breach section 606 of the Corporations Act, the 
Company: 

1. is only required to issue the number of Shares that would not result in a breach of section 
606 of the Corporations Act; and 

2. in respect of the balance of the Convertible Notes, must seek approval from the requisite 
majority of Shareholders for the issue of the balance of the Shares pursuant to the 
conversion under item 7 of section 611 of the Corporations Act. 

Further details are set out in the summary of the key terms of the Convertible Notes contained in 
Schedule 1. 

(g) When the proposed allotment of Shares to the Subscribers under the Preference Share 
Terms to occur 

As outlined in Section 1.10(a) above, to the extent that the Future Conversion would breach section 
606 of the Corporations Act, the Company: 

1. is only required to issue the number of Shares that would not result in a breach of section 
606 of the Corporations Act; and 

2. in respect of the balance of the Series B Preference Shares, must seek approval from the 
requisite majority of Shareholders for the issue of the balance of the Shares pursuant to the 
conversion under item 7 of section 611 of the Corporations Act. 

If a Change of Control occurs (other than a Change of Control where a related party of the 
Subscribers acquires Control, for example, under the Takeover Offer), the Company must elect to 
either redeem all of the Series B Preference Shares or exercise the option to convert all 
outstanding Series B Preference Shares on completion of the Change of Control. Further details 
are set out in the summary of the Share Subscription Terms contained in Schedule 2. 
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As noted above, it is a condition of the Takeover Offer that none of the Series B Preference Shares 
are converted except as notified by the Bidder to the Company prior to the end of the Offer Period 
(which it may only do if the Takeover Offer has become unconditional). It is expected that the 
Bidder will, in that circumstance, notify the Company that it must convert that number of Series B 
Preference Shares necessary to ensure that the Bidder and the Subscribers hold at least 90% of 
Shares by the end of the Offer Period (such number to be determined by the Bidder), so as to 
permit the Bidder to proceed with compulsory acquisition following the Offer Period. 

(h) Explanation of the reasons for the issue of the Convertible Notes and Series B Preference 
Shares to the Subscribers and the resultant issue of Shares to the Subscribers on 
conversion of the Convertible Notes and Preference Shares 

The Convertible Notes are issued to the Noteholders pursuant to the terms of the Convertible Note 
Terms and as consideration for the final settlement of the earn-out obligations between the 
Company and the Noteholders relating to the Diona Acquisition. At that time, the Company was 
unable to meet its obligations to pay that consideration in cash as required under the terms of the 
Diona Acquisition.  

The Series B Preference Shares were issued to the Subscribers pursuant to the Share 
Subscription Terms and as consideration for the termination of the Series A Convertible Note 
Subscription Agreements and the cancellation of the Series A Convertible Notes. At that time, the 
Company was unable to meet its obligations to redeem the Series A Convertible Notes in cash as 
required under the terms of the Series A Convertible Notes.  

(i) Interests of the Directors in the Resolution  

The Directors do not have any material personal interest in the outcome of the Resolution other 
than their interests arising solely in their capacity as Shareholders of the Company (to the extent 
they hold Shares or Series A Preference Shares).  

(j) Intentions of the Subscribers to change significantly the financial or dividend policies of 
the Company 

The Subscribers do not intend to change significantly the financial or dividend policies of the 
Company at this time.  

(k) Analysis of whether the issue of the Shares to the Subscribers is fair and reasonable when 
considered in the context of the interests of Shareholders other than the Subscribers 

See Section 1.7 of this Explanatory Statement. 

(l) Interests and Recommendations of Directors 

See Section 1.15 of this Explanatory Statement. 

1.13 Advantages if the Resolution is approved 

The key advantage to the Company if the Resolution is approved, in the context of the Takeover 
Offer, is that the relevant condition of the Takeover Offer will be satisfied, giving (subject to 
satisfaction of the other conditions) shareholders a liquidity opportunity in the ability to exit their 
investment in the Company for cash by accepting the Takeover Offer, which means the Company 
may be privatised and recapitalised under the control of the O’Connor Family. 

The key advantages to the Company if the Resolution is approved, where the Takeover Offer has 
been unsuccessful (due to some other defeating condition of the Takeover Offer being triggered) is 
that: 

(a) the Noteholders will be able to convert the Convertible Notes in full, reducing the amount that 
the Company is required to re-pay to the Noteholders at the Maturity Date (including 
capitalised interest) to nil. As at 31 October 2020, the Company’s reduced repayment 
obligation is currently estimated to be approximately $14.8 million; 
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(b) should the Noteholders elect to convert the Convertible Notes (including capitalised interest) 
in full prior to the Maturity Date and the Company allows the Noteholders to do so, the 
Company will be able to apply the funds which otherwise would have been required to be 
repaid to the Noteholders for other corporate purposes. The estimated annual savings in 
interest costs is currently estimated to be approximately $1.6 million; 

(c) the Company will be able to convert the Series B Preference Shares in full, reducing the 
amount that the Company is required to re-pay to the Subscribers at the Maturity Date 
(including capitalised interest) to nil. As at 1 November 2019, the Company’s reduced 
repayment obligation is currently estimated to be approximately $19.8 million; 

(d) should the Company elect to convert the Series B Preference Shares in full and be permitted 
to do so, the Company will be able to apply the funds which otherwise would have been 
required to be repaid to the Subscribers for other corporate purposes. The estimated annual 
savings in interest costs is estimated to be approximately $2.4 million; and 

(e) available cash is able to be directed towards growth, working capital requirements and other 
sources and uses of funds to enhance Shareholder value. 

In this latter circumstance where the Takeover Offer is not successful, the Company has not 
determined whether it will exercise its power to convert some or all of the Series B Preference 
Shares if the Resolution is approved.  

1.14 Key risks and disadvantages if the Resolution is approved 

The key risks and disadvantages to the Company if the Resolution is approved are: 

(a) the Subscribers will be able to convert the Convertible Notes or Series B Preference Shares 
in full to acquire voting power in the Company in excess of 20%, which will reduce the voting 
power of existing Shareholders (including their ability to influence decisions, such as the 
composition of the Board). As detailed in Section 1.11(b) of the Explanatory Statement if all 
Convertible Notes and Series B Preference Shares were fully converted on the Maturity Date 
the Subscribers would acquire a 90.5% voting power in the Company8; 

(b) if the Noteholders elect to convert the Convertible Notes in full the Noteholders will have a 
shareholding in the Company greater than 20%, diluting the exposure of Shareholders to the 
economic benefits of owning Shares. As detailed in Section 1.11(b) of the Explanatory 
Statement if all Convertible Notes were fully converted on the Maturity Date the Subscribers 
would acquire a 66.4% shareholding in the Company9; and 

(c) if the Company elects to convert the Series B Preference Shares in full, the Subscribers will 
have a shareholding in the Company greater than 20%, diluting the exposure of 
Shareholders to the economic benefits of owning Shares. As detailed in Section 1.11(b) of 
the Explanatory Statement if all Series B Preference Shares were fully converted on the 
Maturity Date the Subscribers would acquire a 88.4% in the Company10;and 

                                                      
8 Assumes all Series A Preference Shares have been fully converted. 

9 Assumes all Series A Preference Shares have been fully converted. 

10 Assumes all Series A Preference Shares have been fully converted. 
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(d) if any Convertible Notes or Series B Preference Shares are converted during the Takeover 
Offer, they will be counted towards the 90% threshold that the Bidder and its Associates 
must achieve (in terms of having relevant interests in 90% of issued Shares) before it is 
entitled to proceed to compulsory acquisition following the Takeover Offer given that the 
Subscribers and the Bidder are Associates with respect to the Company (noting that the 
Takeover Offer is not made in respect of those converted Shares).11 If the Convertible Notes 
or Series B Preference Shares are converted in full and the Shares issued on conversion are 
transferred to the Bidder, the Bidder will also be able to exercise the general power of 
compulsory acquisition for 6 months after acquiring those Shares. The Company has agreed 
to convert into Shares by the end of the Offer Period that number of Series B Preference 
Shares notified by the Bidder in writing (once the Takeover Offer is unconditional). The 
Bidder is expected to advise a number of Series B Preference Shares to convert that will 
ensure that the Bidder and its Associates (which include the Subscribers) hold at least 90% 
of the issued Shares by the end of the Offer Period, thus facilitating compulsory acquisition 
following the Takeover Offer. 

1.15 Interests and recommendations of directors 

None of the current Board members have a material personal interest in the outcome of the 
Resolution other than their interests arising solely in their capacity as Shareholders of the 
Company (to the extent they hold Shares or Series A Preference Shares). Each of the Directors 
who holds Shares in the Company (or whose associated entities hold Shares) and is entitled to 
vote will vote their Shares in favour of the Resolution. 

The Directors recognize that the conversion of the Convertible Notes and the Series B Preference 
Shares, should conversion occur, is extremely dilutive to existing Shareholders. However, at the 
time that the Convertible Notes and Series B Preference Shares were issued, the Directors were 
of the view that the issue of those instruments was in the best interests of the Company taking 
into account all relevant circumstances, despite the potential for dilution. In particular, the 
Convertible Notes and Series B Preference Shares were issued because the Company did not 
have an alternative way to meet its obligations to make cash payments to the Subscribers under 
the terms of the Diona Acquisition and the Series A Convertible Notes. 

The Directors also intend to recommend that Shareholders accept the Takeover Offer, in the 
absence of a superior proposal. Given the potentially dilutive effect of the Convertible Notes and 
the Series B Preference Shares, the Directors believed that entering into the Bid Implementation 
Agreement and securing the agreement of the Noteholders to the redemption of the Convertible 
Notes if there was an alternative Change of Control proposal (which is not otherwise permitted 
under the Convertible Note Terms), provides the best opportunity for a competing proposal for the 
Company or its assets to emerge. Even if no competing proposal emerges, the Directors believe 
that providing Shareholders with the liquidity opportunity through the Takeover Offer, is in the best 
interests of Shareholders given the potential dilution that they are likely to be subject to if the 
Resolution is approved and the Convertible Notes or the Series B Preference Shares are 
converted. 

Accordingly, the Directors unanimously recommend that Shareholders vote in favour of the 
Resolution. The Directors’ recommendations are based on the reasons outlined in Section 1.13 
above. 

The Directors are not aware of any other information other than as set out in this Notice that 
would be reasonably required by Shareholders to allow them to make a decision whether it is in 
the best interests of the Company to pass the Resolution. 

                                                      
11 In order to invoke the post-takeover offer compulsory acquisition process under the Corporations Act, in addition to the 
90% threshold, the Bidder must acquire at least 75% of shares offered under the Takeover Offer (other than shares 
acquired from its Associates) (75% acquisition test). The Minimum Acceptance Condition will ensure satisfaction of the 
75% acquisition test. Alternatively, the Bidder can invoke the general compulsory acquisition process under the 
Corporations Act if it achieves the 90% threshold but does not satisfy the 75% acquisition test (in circumstances where the 
Bidder chooses to waive the Minimum Acceptance Condition). 
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2 Voting Entitlement Summary 

2.1 Introduction 

This Voting Entitlement Summary forms part of the Notice of Meeting and should be read in 
conjunction with the Notice of Meeting, the Explanatory Statement and the Proxy Form.  

2.2 Registration 

The Extraordinary General Meeting is a meeting of the Company’s shareholders or their proxies or 
representatives (Shareholders) and so registration and an admission card is required to enter the 
meeting. A registration desk will be located at PricewaterhouseCoopers Sydney, One International 
Towers, Watermans Quay, Barangaroo, Sydney, Australia, outside the meeting room. At the 
discretion of the Company and subject to sufficient capacity, one guest may accompany each 
Shareholder, provided that the Shareholder and their guest register at the same time. Similarly, at 
the discretion of the Company and subject to capacity, visitors will be allowed to enter the meeting. 
However, all visitors must also register before entering the meeting room, preferably at least 10 
minutes before this Extraordinary General Meeting is to commence. 

2.3 Discussion and asking questions 

Discussion will take place on the Item of Business set out in this Notice of Meeting. You can find 
the Items of Business on page 1. The material set out in the Explanatory Statement, which forms 
part of this Notice of Meeting provides further information in relation to the Items of Business for the 
Extraordinary General Meeting. 

Questions will be taken on the Resolution, prior to Shareholders being asked to vote. In addition, 
Board members will be available after the meeting to discuss issues with Shareholders. 

To ensure that as many Shareholders as possible have the opportunity to speak, we ask you to 
observe the following courtesies: 

(a) Shareholders will have an opportunity to ask broader questions during the time allocated for 
general questions. It would be appreciated if questions are kept as short as possible and are 
relevant to the business being discussed. 

(b) Speakers are requested to restrict themselves to two questions or comments initially. Others 
may have waited for some time to speak. If time permits, anyone wishing to speak more than 
once will be given a subsequent opportunity. 

(c) Shareholders who are unable to attend the meeting or who may prefer to submit questions in 
advance, are invited to do so by email to enquiries@calibregroup.com. 

Please note that all written questions must be received, no later than 5.30pm (AEDT) or 
2.30pm (AWST) on Friday, 7 December 2018. 

The Board will endeavour to address as many questions as possible during the meeting. 

2.4 Voting generally 

Your vote is important. Shareholders can vote by: 

(a) attending the meeting and voting in person; or  

(b) appointing an attorney or, in the case of corporate Shareholders, a corporate representative to 
attend and vote; or 

(d) appointing a proxy to attend the meeting and vote on their behalf using the proxy form 
accompanying this Notice of Meeting, or by submitting their proxy appointment and filling in the 
voting directions on the Proxy Form for use at the meeting. 
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For a proxy appointment to be valid Shareholders must submit their proxy forms to Link Market 
Services prior to 10.30am (AEDT) or 7.30am (AWST) on Saturday, 15 December 2018 (see 
“Voting by proxy” section on page 20).  

Shareholders cannot appoint a proxy on the date of the meeting itself.  

2.5 Voting in person (or by attorney or representative) 

If you wish to vote in person, you must register to vote at the Extraordinary General Meeting.  

Shareholders (or their attorneys or representatives) who plan to attend the meeting, are asked to 
arrive at the venue 30 minutes prior to the time designated for the meeting, so that their holding 
may be checked against the Company’s Share Register and attendances recorded. Attorneys 
should bring with them an original or certified copy of the power of attorney under which they have 
been authorised to attend, and vote at the meeting. 

A Shareholder that is a corporation may appoint an individual to act as its representative and to 
vote in person at the meeting. In order to attend and vote at the meeting, the representative should 
bring to the meeting evidence of his or her appointment, including any authority under which it is 
signed, unless previously given to the Company’s Registry. 

To appoint a corporate representative, a body corporate must provide the Company with a letter or 
certificate executed in accordance with the Corporations Act authorising that person to act as the 
corporate Shareholder’s representative at the meeting. The certificate of appointment of a 
corporate representative must be lodged with the Company and/or the Registry, Link Market 
Services, before the meeting or at the registration desk on the day a minimum of 20 minutes prior 
to the start of the meeting. 

However, to assist in the smooth running of the meeting, we would appreciate such evidence being 
supplied to Link Market Services at least 48 hours before the meeting. Certificates of appointment 
of corporate representatives are available on request by contacting Link Market Services on 
telephone number +61 1300 554 474. Shareholders can download and fill out the 'Appointment of 
Corporate Representative' form from the website of the Company’s Registry at 
www.linkmarketservices.com.au, select the “Investor Services” tab and click on “Forms”. 

The Chairman intends to conduct voting on the Resolution by a poll. Shareholders will be asked to 
vote on the Resolution by marking their voting paper (on the back of their entry card). Ballot boxes 
will be circulated around the room by the Company’s Registry. Every member present in person or 
by attorney or by proxy (or, in the case of a body corporate, by representative) shall have one vote 
for each fully paid share held.  

2.6 Voting by proxy 

A Proxy Form accompanies this Notice of Meeting. Additional Proxy Forms are available by 
contacting the Company. A Shareholder entitled to attend and vote is entitled to appoint a proxy to 
attend and vote on the Shareholder’s behalf. Each proxy will have the right to vote on a poll and 
also to speak at the meeting. A proxy need not be a Shareholder. A proxy can be either an 
individual or a body corporate. 

A Shareholder that is entitled to cast two or more votes may appoint up to two proxies and may 
specify the proportion or the number of votes that each proxy is appointed to exercise. If two 
proxies are appointed and no proportion or number is specified, each proxy may exercise half of 
the Shareholder’s votes.  

If a Shareholder appoints a body corporate as a proxy, that body corporate will need to ensure that 
it: 

(a) appoints an individual as its corporate representative to exercise its powers at the meeting, 
in accordance with section 250D of the Corporations Act; and 

(b) provides satisfactory evidence of the appointment of its corporate representative. 
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If such evidence is not received at least 48 hours before the meeting, then the body corporate 
(through its representative) will not be permitted to act as a proxy. 

The Company reserves the right to disallow voting participation, should there be inadequate 
evidence of proper appointment of either a proxy holder or a corporate representative. 

If a proxy is not directed how to vote on an item of business, the proxy may vote or abstain from 
voting on that resolution as they think fit, subject to any applicable voting exclusions.  

Should any resolution other than those specified in this Notice of Meeting be proposed at the 
meeting, a proxy may vote on that resolution as they think fit (unless otherwise directed by the 
Shareholder), subject to any applicable voting exclusions.  

If a proxy is instructed to abstain their vote on an Item of Business, they are directed not to vote on 
the Shareholder’s behalf and the shares that are the subject of the proxy appointment will not be 
counted in calculating the required majority. Shareholders who return their Proxy Forms with a 
direction on how to vote but do not nominate the identity of their proxy will be taken to have 
appointed the Chairman of the meeting as their proxy to vote on their behalf. If a Proxy Form is 
returned but the nominated proxy does not attend the meeting or does not vote on a resolution, the 
Chairman of the meeting will act in place of the nominated proxy and vote on their behalf, including 
in accordance with any voting directions.  

It is intended that proxy appointments in favour of the Chairman of the meeting, the Company 
Secretary or any Director, that do not contain a direction on how to vote will be voted in favour of 
the Resolution. 

2.7 Proxy Form 

A Proxy Form accompanies this Notice of Meeting and to be effective must be received by no later 
than 10.30am (AEDT) or 7.30am (AWST) on Saturday, 15 December 2018 at the Company’s 
Registry:  

By Mail:   Calibre Group Limited 
  C/- Link Market Services Limited 
  Locked Bag A14 
  Sydney South NSW 1235, Australia 
 
OR By Facsimile:  +61 2 9287 0309 

OR By Hand 
Delivery:   Link Market Services Limited 
  1A Homebush Bay Drive 
  Rhodes NSW 2138 

OR Online: www.linkmarketservices.com.au 

Select ‘Investor Login’ and enter Calibre Group Limited in the Issuer field, your Security Reference 
Number (SRN) or Holder Identification Number (HIN) (which is shown on the front of your Proxy 
Form), postcode and security code which is shown on the screen and click ‘Login’. 

Select the ‘Voting’ tab and then follow the prompts. You will be taken to have signed your Proxy 
Form if you lodge it in accordance with the instructions given on the website.  

2.8 Snapshot date for voting entitlements 

It has been determined that under regulation 7.11.37 of the Corporations Regulations 2001 (Cth), 
for the purposes of the Extraordinary General Meeting, shares will be taken to be held by the 
persons who are the registered holders at 10.30am (AEDT) or 7.30am (AWST) on Saturday, 15 
December 2018. Accordingly, share transfers registered after that time will be disregarded in 
determining entitlements to attend and vote at the Extraordinary General Meeting. 
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2.9 Voting exclusion 

For details regarding the voting exclusions that apply to the Resolution, please see the Notice of 
Meeting.  
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Schedule 1 Summary of Convertible Note Terms 

Security Secured pursuant to General Security Deeds between the 
Company and each Noteholder each dated 31 October 2017  

Issuer The Company 

Issue Date 31 October 2017 

Initial Subscription Amount $10 million 

Issue Size 66,666,668 Convertible Notes 

Interest Rate 16% per annum 

Interest Payable annually in arrears commencing one year after the 
issue date. The Company may elect to defer payment of up to 
100% of the interest on the Notes payable for up to three 
consecutive years, provided that the Deferred Interest Payment 
may only be deferred until the Maturity Date. 

Maturity Date 31 October 2020  

Redemption The Company is unable to redeem the Convertible Notes 
without the consent of the Noteholder. Redemption of the 
Convertible notes may occur if: 

 prior to the Maturity Date, the Company offers the 
Noteholder the option to redeem any or all of the Notes; or 

 the Company experiences an insolvency event the 
Noteholder may elect to redeem all or any of the Notes. 

Redemption Payment The Redemption Payment is the outstanding amount owing 
under the Note which is calculated as the Total Face Value plus 
all accrued unpaid interest (if any) in respect of the Notes.  

Conversion Notes may be converted into Shares by the Noteholder: 

 on the Maturity Date; 

 if offered by the Company prior to the Maturity Date; or 

 in the event of a Change of Control of the Company. 

Conversion Price The conversion price is dependent on the time that the Notes 
are converted following issue. This is calculated in the following 
manner: 

 Conversion from day 1 to day 91: $0.12 

 Conversion from day 92 to 182: $0.09 

 Conversion from day 183 to day 273: $0.07 

 Conversion from day 274 to day 365: $0.05 

 Conversion from day 366 to day 730: $0.03 

 Conversion from day 731 to day 1095: $0.02 
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Conversion Conditions The Company may not convert a number of Notes into shares 
that would result in the Noteholder following that conversion 
contravening section 606 of the Corporations Act without the 
approval of Shareholders (which it is intended shall be satisfied 
upon the Resolution being approved by the Company's 
Shareholders).  

Shares Issued Upon 
Conversion 

Shares issued upon conversion of the Convertible Notes will be 
issued fully paid and will rank equally with all existing Shares on 
issue as at the date of allotment. 

Future Issues of Securities Until all Notes are converted or redeemed the Company may 
not, without the prior approval of the Noteholder, reduce its 
share capital, allot or issue any shares or any security or any 
securities or loan capital convertible into shares, or create any 
security interest over such shares or securities. 
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Schedule 2 Summary of Share Subscription Terms 

These terms are the same for each of the Subscribers under each of the Share Subscription 
Agreements. 
 

Security Nil. 

Issuer The Company 

Issue Date 24 September 2018. 

Subscription Amount $8,567,465.998 comprised of 1,223,923,714 Series B 
Preference Share at $0.007 each. 

Issue Size 1,223,923,714 fully paid Series B preference shares. 

Conversion Date Specified by the Company by delivering a valid notice to the 
Subscribers. 

Maturity Date 1 November 2019. 

Redemption Redemption of the Series B Preference Shares may occur if: 
1. prior to the Maturity Date, the Company in its discretion 

elects to redeem any or all of the Series B Preference 
Shares;  

2. the Company elects to redeem all outstanding Series B 
Preference Shares on completion of a Change of Control; 
or 

3. the Company elects to redeem any or all outstanding Series 
B Preference Shares on the Maturity Date. 

Redemption Payment The outstanding principal as at the date of the redemption, 
being the sum of the Face Value and the Accrued Unpaid 
Distributions for each Series B Preference Share. 

Conversion Any or all of the Series B Preference Shares may be converted 
(or all outstanding Series B Preference Shares in the case of (2) 
and (3) below) into Shares by the Company: 
1. prior to the Maturity Date on a date offered by the 

Company;  
2. in the event of a Change of Control of the Company; or 
3. on the Maturity Date, where the Company elects to convert 

any or all of the Series B Preference Shares. 

Conversion Price The conversion price is $0.007 per Series B Preference Share 
to be converted in respect of the Series B Preference Shares 
issued in consideration of the cancellation of the Series A 
Convertible Notes. 

Conversion Conditions The Company will not convert a number of Series B Preference 
Shares into Shares that would result in the Subscribers, 
following that conversion contravening section 606 of the 
Corporations Act without the approval of the Company’s 
Shareholders (which it is intended shall be satisfied upon the 
resolution included in this Notice being approved by the 
Company's Shareholders). 
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Shares Issued Upon 
Conversion 

Shares issued upon conversion of the Series B Preference 
Shares will be issued fully paid and will rank equally in all 
respects with all existing Shares on issue in the capital of the 
Company at the time. 
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Schedule 3 Glossary 

Accrued Unpaid Distributions means the aggregate distributions per Series B Preference Share 
that have accumulated and not been paid (including any such distributions which have accrued and 
not been paid in cash) for each Series B Preference Share. 

Associate has the meaning given to it in sections 11 and 13 to 17 (inclusive) of the Corporations 
Act.  

Bid Implementation Agreement has the meaning given to that term in Section 1.6 of the Notice. 

Bidder has the meaning given to that term in Section 1.6 of the Notice. 

Bidder’s Controller means David O’Connor and John Paul O’Connor. 

Board means the Board of Directors of the Company.  

Change of Control a person who did not previously do so acquires, holds or gains 'Control' of the 
Company (where 'Control' has the meaning given in Section 50AA of the Corporations Act). 

Company means Calibre Group Limited ABN 44 100 255 623. 

Conversion Factor means 1.00. 

Conversion Price means the price that determines the number of Shares to be issued upon 
conversion of: 

 the Convertible Notes determined in accordance with the Convertible Note Terms; or 

 the Series B Preference Shares determined in accordance with the Preference Share Terms, 

as applicable. 

Convertible Note (or Note) means the convertible notes issued to the Noteholders under the 
Convertible Note Subscription Agreement on the Convertible Note Terms. 

Convertible Note Subscription Agreement means:  

 the Convertible Note Subscription Agreement between the Company and Mr John O'Connor 
for the issue of $5,000,000 'Series B' Convertible Notes; and 

 the Convertible Note Subscription Agreement between the Company and Ms Margaret 
O'Connor for the issue of $5,000,000 'Series B' Convertible Notes, 

each entered into by the Company on 31 October 2017 with the relevant Noteholder.  

Convertible Note Terms means terms and conditions of the Convertible Notes as set out in the 
Convertible Note Subscription Agreement.  

Corporations Act means the Corporations Act 2001 (Cth).  

Diona Acquisition the Company’s acquisition of the shares in Diona Pty Ltd (ACN 001 904 528) 
from the Subscribers pursuant to the terms and conditions of the sale and purchase agreement 
entered into between the Company and the Subscribers dated 28 October 2015 (as amended from 
time to time).  

Director means a director of the Company. 

Explanatory Statement means this explanatory statement. 

Extraordinary General Meeting or Meeting has the meaning given to the term “Extraordinary 
General Meeting” in the introductory paragraph of the Notice and includes, for the avoidance of 
doubt, any meeting arising from the adjournment or postponement of the Meeting. 

Face Value means $0.007 per Series B Preference Share. 
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Family Company means, in relation to a Subscriber, a body corporate which the Subscriber or a 
Subscriber’s Relative (either alone or otherwise) Controls and where all the shares in the body 
corporate are owned legally or beneficially by the Subscriber or a Subscriber’s Relative or trustees 
of a Family Trust of the Subscriber or a Subscriber’s Relative. 

Family Trust means, in relation to a Subscriber, a trust which the Subscriber or a Subscriber’s 
Relative (either alone or with their spouse) and where all the beneficiaries or potential beneficiaries 
are a Subscriber or a Subscriber’s Relative. 

Future Conversion means the conversion of the Series B Preference Shares and Convertible 
Notes to Shares in accordance with the Preference Share Terms and the Convertible Note Terms 
(as applicable). 

General Security Deed means: 

 the General Security Deed between the Company and Mr John O’Connor granting security 
interests in the Company’s property, assets and subsidiary shares; and  

 the General Security Deed between the Company and Ms Margaret O’Connor granting security 
interests in the Company’s property, assets and subsidiary shares. 

Independent Expert means KPMG Corporate Finance. 

Independent Expert's Report means the report prepared by the Independent Expert and set out 
in Attachment 1 to this Notice. 

KPMG Corporate Finance means a division of KPMG Financial Advisory Services (Australia) Pty 
Ltd. 

Link Market Services or Registry means Link Market Services Limited (ACN 083 214 537).  

Maturity Date means: 

 1 November 2019 for the Series B Preference Shares; and 

 31 October 2020 for the Convertible Notes. 

Minimum Acceptance Condition has the meaning given to that term in Section 1.6 of the Notice. 

N means the number of Shares to be issued to the Subscriber, rounded up to the nearest whole 
number of Shares. 

Noteholders means each of the Subscribers. 

Notice means the notice of Extraordinary General Meeting in respect of the Meeting and includes 
the Explanatory Statement, Independent Expert’s Report and Proxy Form accompanying the 
Notice. 

O’Connor Family means the Subscribers, the Subscribers’ Relative, Family Company and Family 
Trust.  

Preference Share Terms means the terms and conditions of the Series B Preference Shares as 
set out in the Share Subscription Agreement.  

Proxy Form means the proxy appointment form enclosed with the Notice. 

Series A Convertible Notes means the notes issued pursuant to the Series A Convertible Note 
Subscription Agreements in relation to the Series A notes between the Company and the 
Subscribers dated 3 October 2017. 

Series A Convertible Note Subscription Agreements means: 

 the Convertible Note Subscription Agreement between the Company and Ms Margaret 
O'Connor for the issue of $7,500,000 'Series A' Convertible Notes; and 

 the Convertible Note Subscription Agreement between the Company and Mr John O'Connor 
for the issue of $7,500,000 'Series A' Convertible Notes. 
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Series A Preference Shares means the cumulative redeemable preference shares issued 
pursuant to the subscription agreement between the Company and the subscribers listed in that 
agreement dated 28 June 2017. 

Series B Preference Shares means the cumulative redeemable preference shares issued 
pursuant to the Share Subscription Agreements between the Company and the Subscribers dated 
24 September 2018. 

Share means a fully paid ordinary share in the capital of the Company. 

Shareholder means a holder of a Share. 

Share Subscription Agreement means: 

 the Share Subscription Agreement between the Company and Mr John O'Connor for the issue 
of Series B Preference Shares dated 24 September 2018; and 

 the Share Subscription Agreement between the Company and Ms Margaret O'Connor for the 
issue of Series B Preference Shares dated 24 September 2018. 

Share Subscription Terms means terms and conditions of the Series B Preference Shares as set 
out in the Share Subscription Agreement.  

Subscriber’s Relative means, in relation to a Subscriber, a spouse, mother, father, brother, sister, 
daughter or son of that Subscriber. 

Subscribers means each of Mr John O'Connor and Ms Margaret O'Connor. 

Takeover Offer has the meaning given to that term in Section 1.6 of the Notice. 

Unpaid Share Distributions means the amount of any Accrued Unpaid Distributions plus any then 
payable and unpaid distribution on the Conversion Date following any payment the Subscriber has 
elected to receive in cash as a distribution. 
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     The Directors 
Calibre Group Limited 
Level 7, 601 Pacific Highway 
St Leonards NSW 2065 

12 November 2018 

Dear Directors 

INDEPENDENT EXPERT REPORT AND FINANCIAL SERVICES GUIDE 

PART ONE – INDEPENDENT EXPERT’S REPORT 

1 Introduction 
Calibre Group Limited (Calibre or the Company) is a diversified engineering and construction services 
provider which services the resources, infrastructure and urban development industries in Australia, New 
Zealand and Asia. The Company provides a range of services including feasibility, design, engineering, 
procurement, construction management, construction and maintenance.  

On 16 November 2015, Calibre acquired Diona Pty Ltd (Diona), a civil engineering company for 
$45 million in cash and up to another $45 million in deferred consideration contingent upon the Diona 
business achieving agreed earnings targets in subsequent financial years. 

An initial deferred consideration of $14.4 million was paid in cash during the financial year (FY) ended 
30 June 2017. 

On 1 November 2017, Calibre announced the issue of convertible notes to the original vendors of Diona, 
John O’Connor and Margaret O’Connor1 (the Vendors), with an aggregate face value of $25 million as 
part of the settlement of the final deferred consideration obligations payable in relation to the acquisition 
of Diona. The convertible notes comprised of two tranches: 

• 100.0 million Series A convertible notes (Series A Notes) with an aggregate face value of 
$15 million  

• 66.7 million Series B convertible notes (Series B Notes) with an aggregate face value of $10 million, 

(together the Notes). 

                                                 
1 We have been advised by the Company that John O’Connor and Margaret O’Connor are currently considered to be 
associates under the Corporations Act 2001 (Cth) 
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The remaining $5 million of the deferred consideration obligation was paid to the Vendors in cash. 

On 15 March 2018, Calibre announced that following a strategic review, it had commenced a formal sale 
process in respect of each of its businesses, Professional Services, Diona and G&S Engineering Pty Ltd 
(G&S Engineering). 

On 4 July 2018, Calibre entered into a conditional agreement to sell G&S Engineering, which was 
completed on 6 August 2018. 

On 10 August 2018, Calibre advised that following the withdrawal of a potential purchaser for the 
Professional Services and Diona businesses, it had ended the strategic sale process for these businesses. 

On 25 September 2018, Calibre announced it has concluded an agreement for the issue of approximately 
2.45 billion Series B cumulative redeemable convertible preference shares (Series B CRCPS) to the 
Vendors, replacing the Series A Notes. 

Further details in relation to the terms of the Series B CRCPS and Series B Notes (together the Series B 
Instruments) are set out in Section 3 of this report and in the Explanatory Statement to which this report 
is attached. 

Pursuant to the operation of Section 606 of the Corporations Act 2001 (Cth) (the Act), the future 
conversion of the Series B Instruments requires approval of shareholders at a general meeting. 
Accordingly, the Company is now seeking the approval of Calibre shareholders for the future issue of 
new Calibre ordinary shares in satisfaction of the Series B Instruments should they not be redeemed. 

The Directors of Calibre (the Directors) have requested KPMG Financial Advisory Services (Australia) 
Pty Ltd (of which KPMG Corporate Finance is a division) (KPMG Corporate Finance) prepare an 
Independent Expert Report (IER) for the shareholders of Calibre setting out whether or not, in our 
opinion, the future conversion of the Series B Instruments (the Future Conversion) is fair and 
reasonable to Calibre’s shareholders. 

We note that Calibre is seeking approval of a single resolution for the Future Conversion, that is, it is not 
open to Calibre shareholders to approve the conversion of the Series B CRCPS but not the Series B Notes 
and vice versa. 

This report should be considered in conjunction with and not independently of the information set out in 
the Notice of Extraordinary General Meeting and the Explanatory Statement (collectively the 
Explanatory Statement) to which this report is attached. 

KPMG Corporate Finance’s Financial Services Guide is contained in Part Two of this report. 

2 Purpose of the Report 
This report has been prepared for inclusion in the Explanatory Statement to accompany the Notice of 
Meeting to Calibre shareholders. The purpose of the meeting will be to seek approval of the shareholders 
in relation to the Future Conversion.  

The sole purpose of this report is an expression of KPMG Corporate Finance’s opinion as to whether the 
Future Conversion is fair and reasonable to Calibre’s shareholders, and should not be interpreted as being 
a recommendation as to whether or not shareholders should vote in favour of the Future Conversion, 
which remains a decision for individual shareholders. 

https://home.kpmg.com/au/en/home.html
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2.1 Technical Requirements 
Section 606 of the Act expressly prohibits an individual (or corporation) obtaining more than 20% of the 
voting power of an Australian unlisted company with more than 50 members unless a full takeover offer 
is made. Exemptions to this rule are contained in Section 611 of the Act, which allows for the target 
company shareholders to vote in a general meeting to forgo their right to a full takeover. In passing any 
resolution, no votes may be cast by the potential acquirer or their associates or by the persons from whom 
the acquisition is to be made or their associates. 

The final number of shares to be issued to the Vendors in the event of the future conversion(s) of the 
Series B Instruments is not able to be determined at this stage as this will be dependent upon a number 
factors, including: 

• whether the Vendors elect to seek conversion of the Series B Notes rather than redemption 

• the extent to which Calibre elects to redeem the Series B CRCPS, if any 

• the date of conversion and the effective conversion price under the terms of the Series B Notes 

• the extent to which any new shares are issued to existing Calibre shareholders or new shareholders in 
the form of new capital raisings or the conversion of Calibre cumulative convertible, redeemable 
preference shares already currently on issue to other third parties. 

However, it is clear that conversion of the Series B Instruments has the potential to result in the Vendors 
holding in excess of 20% of the voting rights in Calibre and, as such, requires approval of Calibre 
shareholders in general meeting in the absence of a full takeover offer. We have been advised by the 
Company that the Vendors are currently considered to be associates for the purpose of the Act and for the 
purpose of the Future Conversion and, accordingly, we have considered them collectively throughout this 
report. 

In the case of a resolution pursuant to Section 611 of the Act, the Australian Securities and Investment 
Commission (ASIC) requires that shareholders be supplied with sufficient information to enable them to 
assess the merits of the proposal. In such circumstances, the Directors are required to provide 
shareholders with a detailed analysis of whether the Future Conversion is fair and reasonable. 

The Directors may undertake such an analysis or, as is more commonly the case, the Directors may 
engage an independent expert to report on the proposal. In this case, the Directors of Calibre have 
requested KPMG Corporate Finance to prepare a report that satisfies the requirements under Section 611 
of the Act.  

In undertaking our work, we have referred to guidance provided by ASIC in its Regulatory Guides, in 
particular Regulatory Guide 111 ‘Content of expert reports’ (RG 111) which outlines the principles and 
matters which it expects a person preparing an independent expert report to consider when providing an 
opinion on whether a transaction is “fair and reasonable”. 

2.2 Basis of assessment 
RG 111 notes: 

• ‘fair and reasonable’ is not regarded as a compound phrase 

• an offer is ‘fair’ if the value of the offer price or consideration is equal to or greater than the value of 
the securities subject to the offer 

https://home.kpmg.com/au/en/home.html
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• the comparison should be made assuming 100% ownership of the ‘target’ and irrespective of whether 
the consideration is scrip or cash 

• the expert should not consider the percentage holding of the ‘bidder’ or its associates in the target 
when making this comparison 

• an offer is ‘reasonable’ if it is ‘fair’ 

• an offer might also be ‘reasonable’ if, despite being ‘not fair’, the expert believes that there are 
sufficient reasons for security holders to accept the offer in the absence of any higher bid before the 
close of the offer.  

In addition, RG 111 notes that the weight of judicial authority is that an expert should not reflect ‘special 
value’ that might accrue to the acquirer. Accordingly, when assessing the full underlying value of Calibre, 
we have considered those synergies and benefits which would be available to more than one potential 
purchaser (or a pool of potential purchasers) of Calibre. As such, we have not included the value of 
special benefits that may be unique to the Vendors. Accordingly, our valuation of Calibre has been 
determined without regard to the specific bidder, and any special benefits have been considered 
separately. 

In accordance with the requirements of RG 111 any consideration of value requires a comparison of the 
value of a Calibre share, inclusive of premium for control, prior to any conversion(s) of 
the Series B Instruments to the value of a Calibre share, on a minority interest basis, assuming the Future 
Conversion has occurred.  

In assessing the reasonableness of the Future Conversion, we have considered in particular the following 
issues: 

 the consequences of not approving the Future Conversion 

 the likelihood of an alternative funding solution being available 

 the liquidity of the market in Calibre’s shares 

 any special value of Calibre to the Vendors 

 other advantages and disadvantages which may impact shareholders if the Future Conversion is 
approved. 

3 Overview of the Series B Instruments 
The key terms of the Series B Instruments are summarised below and set out in more detail in Schedule 1 
and Schedule 2 of the Explanatory Statement to which this report is attached.  

Table 1: Key terms of the Series B Notes 

Term Description 

Issue Date 31 October 2017 

Maturity Date 31 October 2020 

Number 66,666,668 total (33,333,334 held by John O’Connor and 33,333,334 held by 
Margaret O’Connor) 

https://home.kpmg.com/au/en/home.html
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Term Description 

Aggregate face value Total value of $10 million, at an issue price of $0.15 each 

Interest rate 16% per annum accrued daily, payable annually from Issue Date, with 
Calibre’s option to defer 100% of the interest payment for up to three 
consecutive years. 

To the extent that interest is deferred, this will result in the final principal 
amount for repayment increasing above the initial aggregate face value and, in 
the event of conversion, an increase in the number of ordinary shares issued. 

Conversion and redemption 
conditions 

Prior to Maturity Date 

Calibre is unable to redeem any Series B Notes without the consent of the 
Vendors. Calibre may offer the holders of Series B Notes the option to convert 
or redeem any or all of their notes prior to their maturity date. However, the 
Vendors do not have an obligation to convert or redeem. 

On 15 March 2018, Calibre entered into an exclusivity agreement (Exclusivity 
Deed) with a consortium consisting of a private equity bidder and the Vendors 
in order to facilitate the sale of the Diona and Professional Services businesses. 

Under the Exclusivity Deed the terms of the Series B Notes were amended 
such that the Series B Notes may be redeemed by Calibre, in its absolute 
discretion, at any time during the 6 month period after the 8-week exclusivity 
period ended.     

At Maturity Date 

At maturity date, the Vendors can choose to redeem or convert the whole face 
value and deferred interest of the Series B Notes or any part thereof, with the 
balance outstanding to be paid in cash. 

Change of control event 
conditions 

 

If Calibre is subject to a change of control event before the relevant maturity 
date of the Series B Notes, Calibre must offer the Vendors the option to 
redeem any or all the Series B Notes before the change of control event occurs. 
Upon the change of control event, all Series B Notes must be converted into 
ordinary shares. 

Insolvency event conditions  If an insolvency event occurs before the relevant maturity date, the Vendors 
may redeem any or all of the Series B Notes held. 
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Term Description 

Conversion mechanism Should the Vendors elect in the future to convert any or all of the Series B 
Notes, the number of ordinary shares to be issued to the Vendors at the 
relevant date of conversion (Conversion Date) is calculated based on: 

• the face value of the relevant notes and any accrued interest elected to be 
converted into ordinary shares (Outstanding Amount) at the Conversion 
Date, and 

• the conversion rate applicable to the Outstanding Amount at the 
Conversion Date (Conversion Price). This Conversion Price varies 
depending on the time elapsed since the issue date (Age) of 
the Series B Notes at Conversion Date. The applicable Conversion Price 
as a function of the Age is set out in the table below. 

Table 2: Conversion Prices of the Series B Notes 

Age Conversion Price 
(days) $ 
1 to 91 0.12 
92 to 182 0.09 
183 to 273 0.07 
274 to 365 0.05 
366 to 730 0.03 
731 to 1,095 0.02 

 

Director / observer 
appointments and access to 
information 

Pursuant to terms of the Series B Notes held by John O’Connor, John 
O’Connor may nominate one person to be appointed as a director to Calibre’s 
Board of Directors, appoint an observer to the Board and request financial 
information from Calibre. 

No approval of the conversion If Calibre receives a valid conversion notice from the Vendors that would 
result in the Vendors, post conversion, contravening Section 606 of the Act, 
and Calibre has not already obtained shareholder approval under s611(7), the 
Company must: 

• convert the maximum number of Series B Notes that does not contravene 
Section 606 of the Act. That is, that number of shares that does not exceed 
20.0% of the total number of ordinary shares on issue post-conversion of 
the Series B Notes; and 

• at the election of the Vendors, either: 

• convene a general meeting within 3 months of receipt of the 
conversion notice to obtain shareholder approval for conversion of 
the remaining part of the Series B Notes being converted; or 

• on the conversion date (or, if approval is sought but not obtained as 
set out immediately above, within 5 business days of the relevant 
general meeting) redeem the remaining part of the Series B Notes 
being converted. 
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Term Description 

If Calibre is unable to redeem the Series B Notes as described above, the 
remaining portion of the Series B Notes will continue to be held by the 
Vendors and the Company must: 

• use reasonable endeavours to find a solution to pay the remaining 
Outstanding Amount in respect of the remaining Series B Notes to the 
Vendors 

• convert any additional Series B Notes that would no longer contravene 
Section 606 of the Act, should circumstances change. 

In the event of reconstruction 
and reorganisations 

In the event of any consolidation, share split, bonus issue, buyback, 
cancellation, recapitalisation or similar capital restructure of the ordinary 
shares, then on conversion the Series B Notes will be restructured in the same 
manner as the ordinary shares in order that the Vendors are not adversely 
prejudiced. 

Conduct prior to conversion or 
redemption 

Until all Series B Notes are either converted or redeemed, Calibre must not:  

• reduce its share capital or allot or issue any shares or any securities or loan 
capital convertible into shares, or  

• purchase, buy back, redeem, retire or acquire any such shares or 
securities, or agree to do so, or  

• create any security interest over any such shares or securities or assets of 
Calibre or any of its subsidiaries (except any defined permitted security 
interest2), or 

• dispose of any of its assets or businesses, 

without the prior consent of the Vendors. 

Source: Subscription agreements relating to the Series B Notes and the Explanatory Statement 

 

Table 3: Key terms of the Series B CRCPS 

Term Description 

Issue Date 24 September 2018 

Maturity 1 November 2019 

Number 2,447,847,428 total (1,223,923,714 held by John O’Connor and 1,223,923,714 
held by Margaret O’Connor) 

Aggregate face value Total value of $17.1 million, at an issue price of $0.007 each 

                                                 
2 As described in the subscription agreements of the Series B Notes. 
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Term Description 

Distributions The Vendors have a right to cumulative distributions which are payable at 
Calibre’s sole discretion and which accrue at the distribution rate. The 
distribution rate is calculated as 20% less tax, which at the time of the 
agreement equated to a net distribution rate of 14%. 

Conversion and redemption 
conditions 

Prior to Maturity Date 

At any time prior to the maturity date, Calibre may, in its absolute discretion: 

• subject to Section 254K of the Act and the redemption restrictions 
outlined below redeem any or all of the Series B CRCPS prior to the 
maturity date; or, 

• subject to the conversion restrictions outlined below and the delivery by 
Calibre of a valid conversion notice, convert any or all of the Series B 
CRCPS. 

At Maturity Date 

On the date that is 10 business days before the maturity date, Calibre must, at 
its sole election, issue to the Vendors either a redemption notice or conversion 
notice. 

Change of control event 
conditions 

 

If Calibre is subject to a change of control event before the maturity date of the 
Series B CRCPS, Calibre must redeem or convert, at its sole election, all 
outstanding Series B CRCPS, on change of control by delivering a valid 
Change of Control Notice to the Vendors. 

Conversion mechanism The number of ordinary shares to be issued on conversion of the Series B 
CRCPS is at a ratio of 1:1. On conversion of the Series B CRCPS, the Vendors 
are entitled to all accrued unpaid distributions as at the conversion date in 
either cash, ordinary shares or in any combination thereof, at the election of the 
Vendors.  

Redemption restrictions If Calibre receives a valid redemption notice but is prohibited by law from 
paying the outstanding principal on the Series B CRCPS being redeemed 
(Redemption Amount) on the redemption date, Calibre must: 

• pay as much as it may lawfully pay towards the Redemption Amount on 
the redemption date 

• issue ordinary shares to the Vendors in respect of the remaining part of the 
Redemption Amount on the redemption date based on the following 
formula: 

where the Conversion Factor is equal to 1.00. 

Remaining Redemption Amount
Conversion Price

 × Conversion Factor 

https://home.kpmg.com/au/en/home.html


Calibre Group Limited 
Independent Expert Report 

12 November 2018 
 

©2018 KPMG Financial Advisory Services (Australia) Pty Ltd is affiliated with KPMG. KPMG is an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. The KPMG name, logo and ‘cutting 
through complexity’ are registered trademarks or trademarks of KPMG International  

9 
 

Term Description 

Conversion restrictions Calibre must not convert a number of Series B CRCPS or issue a number of 
ordinary shares that would result in the Vendors, post conversion, contravening 
Section 606 of the Act. If Calibre receives a valid conversion notice that would 
result in the Vendors, post conversion, contravening Section 606 of the Act, 
and Calibre has not already obtained shareholder approval under Section 
611(7), the Company must: 

• issue the maximum number of ordinary shares that would not result in a 
contravention of Section 606 of the Act. That is, that number of shares 
that would not exceed 20.0% of the total number of ordinary shares on 
issue post-conversion of the Series B CRCPS; and 

• at the election of Calibre, either: 

• convene a general meeting within 3 months of receipt of the 
conversion notice to obtain shareholder approval under  
Section 611(7) of the Act for the issue of the remaining part of the 
Series B CRCPS being converted; or 

• on the conversion date (or, if approval is sought but not obtained as 
set out immediately above, within 5 business days of the relevant 
general meeting) redeem the remaining part of the Series B CRCPS 
being converted. 

If Calibre is unable to redeem the Series B CRCPS as described above, the 
remaining portion of the Series B CRCPS will continue to be held by the 
Vendors and the Company must: 

• use reasonable endeavours to find a solution to pay the Redemption 
Amount in respect of the remaining Series B CRCPS 

• convert any additional Series B CRCPS that would no longer contravene 
Section 606 of the Act, should circumstances change. 

In the event of reconstruction 
and reorganisations 

In the event of any consolidation, share split, bonus issue, buyback, 
cancellation, recapitalisation or similar capital restructure of the ordinary 
shares, then on conversion the Series B CRCPS will be restructured in the 
same manner as the ordinary shares in order that the Vendors are not adversely 
prejudiced. 

Source: Subscription agreements relating to the Series B CRCPS and the Explanatory Statement 

The terms of the Series B Instruments are discussed in further detail in the Explanatory Statement to 
which this report is attached. Shareholders should read the Explanatory Statement in its entirety in 
conjunction with this report. 

4 Summary of Opinion 
In our opinion the Future Conversion is not fair but is reasonable to Calibre’s shareholders, in the 
absence of a superior proposal. 

In arriving at this opinion, we have assessed whether the Future Conversion is fair by comparing our 
assessed value of a Calibre share, inclusive of a premium for control, prior to any conversion(s) of the 
Series B Instruments to the value of a Calibre share, on a minority interest basis, assuming the Future 
Conversion has occurred.  
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We have assessed the value of a Calibre share, inclusive of a premium for control, to lie in the range of 
$0.080 to $0.118 per share, which compares, to our assessed post conversion value of a Calibre share, on 
a minority interest basis, of between $0.011 and $0.014 per share. As our range of post conversion values 
falls below our range of assessed values for a Calibre share prior to conversion, inclusive of a premium 
for control, we consider the Future Conversion is not fair to Calibre shareholders. 

In considering this outcome we highlight that the valuation of a Calibre share prior to conversion of the 
Series B Instruments represents the estimated full underlying value of Calibre on a going concern basis. 
Whilst generating positive operating cash flow, Calibre’s limited options to raise new equity, as an 
unlisted public company, have resulted in its debt leverage being stretched. Over the past few years, 
Calibre has experienced challenging market conditions, particularly in the mining sector, which has 
resulted in declining revenue and earnings in its traditional core business. Whilst mitigated somewhat by 
the addition of the Diona business and recent encouraging signs of more positive market sentiment, 
particularly on the East Coast of Australia, the level of gearing employed by Calibre has placed 
significant funding pressure on the Company. 

Recognising the Company’s highly leveraged financial position, the Company has been focussed in 
recent times on initiatives to streamline its cost base, simplify its operations and geographic footprint and 
restructure its funding, culminating in: 

• a refinancing of its senior debt facilities in November 2017   

• the issue of the Notes and a separate issue of approximately 33.3 million cumulative redeemable 
convertible preference shares (Series A CRCPS) to other third parties 

• securing supply chain refinancing and similar working capital financing arrangements from certain 
other parties 

• the sale of the G&S Engineering business 

• the issue of the Series B CRCPS, replacing the Series A Notes. 

Whilst the above initiatives have reduced Calibre’s immediate funding commitments, in the absence of a 
new equity injection the Company remains highly leveraged, with a current gearing ratio in the order of 
177%3, in a vulnerable financial position, with a net tangible asset deficiency of approximately 
$53 million as at 30 September 2018, and facing the potential for a recurrence of funding stress in the 
medium term. In particular, we note that the Series B Instruments and the Series A CRCPS, with a 
combined face value of $32.1 million, each fall due to be either redeemed or converted to ordinary shares 
over the period between November 2019 and October 2020. 

Whilst both of Calibre’s remaining business units are expected to be positive contributors to the 
Company’s performance moving forward, it is unlikely that the trading performance of these businesses 
alone will be sufficient to fund redemption of the Series B Instruments and the Series A CRCPS. In these 
circumstances in the event redemption of the relevant instruments is required by the holders and in the 
absence of the Company being able to source additional equity funding and/or achieve further asset sales 
(noting that the benefit of the sale of the G&S Engineering business has already been realised and that 
under the Company’s security arrangements related to its borrowings the redemption of the instruments 
would in any event require approval from the senior debt facility providers), there would be an increase in 

                                                 
3 Gearing ratio represents total loans, borrowings and deferred consideration divided by net assets as at 30 September 
2018 
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the prospect that the Company would be unable to continue as a going concern which, in turn, would have 
a material adverse impact on any remaining shareholder value given the substantial level of debt held by 
the Company. 

Whilst shareholder approval for the Future Conversion does not guarantee that the holders of the Series B 
Notes will seek to convert rather than redeem these notes in the future, as this remains at the option of the 
Vendors, it does facilitate the potential for this to occur. Furthermore, redemption or conversion of the 
Series B CRCPS is at the sole election of the Company (subject to not breaching Section 606 of the Act), 
accordingly, approval of the Future Conversion will allow the Company the flexibility to convert all of 
the Series B CRCPS should it consider it beneficial to the Company. Conversion of the Series B 
Instruments in their entirety will result in a reduction of at least $14.2 million in Calibre’s debt position as 
at 30 September 2018, with a corresponding increase in equity. However, this improved financial position 
would be achieved at the cost of transferring control of the Company to the Vendors, who would hold up 
to 91.1% of Calibre’s shares post the Future Conversion, all other things being equal. 

In the event that Calibre’s shareholders do not approve the Future Conversion, the Vendors will still be 
entitled but not obliged to convert that portion of the Series B Notes and/or the Company may elect to 
convert the Series B CRCPS up to the number of new ordinary Calibre shares that provides the holders 
with no more than 20.0% interest in Calibre and the balance of the Series B Instruments will be required 
to be redeemed at the relevant maturity date(s). 

On balance, whilst we consider the Future Conversion to be not fair, we consider the benefits to Calibre 
shareholders of an improved financial position of the Company following the conversion of the Series B 
Instruments, improving the likelihood of Calibre being able to continue to operate as a going concern 
outweigh the disadvantages, including: 

• Calibre shareholders will not receive the full underlying going concern value for a Calibre share in 
the event of a Future Conversion 

• Calibre shareholders’ interest in Calibre will be significantly diluted through the issue of new shares 
to the Vendors. 

As such, we consider the Future Conversion to be reasonable in the absence of a superior offer. 

It is important to again highlight to Calibre shareholders however that approval of the Future Conversion 
does not in itself guarantee that the Series B Instruments will be converted and that Calibre may still be 
faced with issues of liquidity / solvency which may significantly impact the value of its shares in the 
future. 

4.1 Fairness 
The Future Conversion is not fair 

In assessing the fairness of the Future Conversion to Calibre shareholders, we have compared the value of 
an existing Calibre share, inclusive of a premium for control and on a going concern basis, to the notional 
value of a Calibre share assuming the Future Conversion has occurred, on a minority interest basis (i.e. 
excluding a premium for control). 

On this basis, we have assessed the value of Calibre, inclusive of a premium for control, to be in the range 
of approximately $30.7 million to $45.2 million, or between approximately $0.080 and $0.118 per Calibre 
share, as summarised in the table below. 
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Table 4: Summary of assessed values prior to any future conversion of the Series B Instruments 

Valuation summary   Value range 
$ million Section ref Low High 
Future maintainable earnings 10.3.1 24.0  24.0  
EBITDA multiple1 10.3.2 7.0x 7.5x 
Enterprise value  168.0  180.0  
Add: accumulated tax losses 10.3.3  14.9   16.7  
Add: shares in unlisted investments 10.3.4  -     0.3  
Less: working capital shortfall (net of cash) 10.3.5  (20.0)  (18.0) 
Less: borrowings (external) 10.3.6  (89.4)  (89.4) 
Less: Series B Notes 10.3.7  (14.2)  (15.8) 
Less: Series B CRCPS2 10.3.8  (17.2)  (17.2) 
Less: onerous lease provision net of tax 10.3.9  (11.5)  (11.5) 
Implied equity value (control basis)  30.7 45.2 
Ordinary shares pre-conversion (millions)    341.0   341.0  
Series A CRCPS – dilution impact3,4 (millions) 10.3.10  43.2  43.2  
Total number of shares - diluted  (millions)  384.2 384.2 
Implied value per share (control basis)  $0.080 $0.118 
Notes: 
1 EBITDA means Earnings Before Interest Tax Depreciation and Amortisation 
2 The market value of the Series B CRCPS is calculated by aggregating the principal amount of the Series B 

CRCPS and the estimated accrued unpaid distributions to 30 September 2018 
3 Series A CRCPS are assumed to be converted to ordinary shares by Calibre as at 30 September 2018 based 

on amounts due as at 30 September 2018 where our assessed value per share is below the conversion price. 
In the event the Series A CRCPS were not converted until maturity date, the number of new Calibre shares to 
be issued would increase to 45.8 million 

4 In the event the holders of the Series A CRCPS elected to receive unpaid accumulated distributions in cash 
rather than convert to ordinary shares, which is at their election, the net assets of the Company as at 
30 September 2018 would reduce by approximately $0.7 million and the dilution impact of the Series A 
CRCPS would reduce to 38.5 million. This would result in a decrease in our range of assessed values to 
between $0.079 to $0.117 per Calibre share 

5 Amounts may not calculate exactly due to rounding 
Source: KPMG Corporate Finance analysis 

Our range of assessed values for Calibre incorporates a control premium reflecting synergies that would 
generally be available to a pool of purchasers. It does not include any potential strategic or operational 
benefits unique to the Vendors, if any.  

We also note that our range of values in absolute dollar terms is relatively wide, which largely reflects the 
impact that Calibre’s level of gearing has upon the value attributable to Calibre’s equity holders. 

This compares to our assessed value of a Calibre share on a minority basis assuming the Future 
Conversion has occurred of between $0.011 and $0.014 per Calibre share as summarised in the table 
below, which reflects the impact of the conversion of the Series B Instruments to new ordinary shares in 
Calibre, along with the associated reduction in debt and removal of the pre-conversion control premium. 

Given the potential for early redemption and/or conversion of some or all of the Series B Instruments, 
there are a myriad of potential outcomes in terms of the final financial and dilutionary impact of any 
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future conversion of the Series B Instruments upon the Company.  However, in the context of considering 
the impact of a change of control transaction under Section 611 of the Act and having regard to Calibre’s 
financial position, we consider it appropriate for the purpose of our analysis to assume the Series B 
CRCPS are converted at their maturity date, which in turn will trigger a “change of control” event 
pursuant to the terms of the Series B Notes such that, practically speaking, the Series B CRCPS and 
Series B Notes are both converted into ordinary Calibre shares on 1 November 2019 (subject to no anti-
dilution / restructuring events occurring). 

Furthermore, the ability to continue to access available tax losses requires the satisfaction of the same 
business or the same ownership test. Given a change of control and the sale of G&S Engineering, it is not 
certain whether the tests will be satisfied. Accordingly we have applied a discount at the low end of our 
values to reflect this risk. 
Table 5: Summary of assessed market values post the Future Conversion, inclusive of a minority 
discount 

Valuation summary   Value range 
$ million  Low High 
Equity value pre conversion (control basis)   30.7   45.2  
Add back: Series B Notes   14.2   15.8  
Add back: Series B CRCPS   17.2   17.2  
Deduct: Adjustment to tax losses  (10.5) - 
Equity value post conversion (control basis)   51.6   78.1  
Ordinary shares pre-conversion (million)   384.2   384.2  
Series B CRCPS - dilution impact (millions)1   2,828.9   2,828.9  
Series B Notes - dilution impact (millions)2   660.2   660.2  
Total number of shares - diluted  (millions)   3,873.3   3,873.3  
Value per share (control basis)   $0.013   $0.020  
Minority interest discount  20% 29% 
Value per share (minority interest basis)   $0.011   $0.014  
Notes: 
1 Series B CRCPS are assumed to be converted to ordinary shares by Calibre at maturity 
2 Assuming the Series B CRCPS are converted at maturity, resulting in a change in control and triggering the 

conversion of the Series B Notes on 1 November 2019 
3 Amounts may not calculate exactly due to rounding 

 Source: KPMG Corporate Finance analysis 

The chart below provides a comparison of our assessed valuation ranges for a Calibre share in assessing 
fairness of the Future Conversion. 
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Figure 1: Comparison of our assessed valuation ranges for a Calibre share 

 
Source: KPMG Corporate Finance analysis  

As the post conversion values fall below our range of assessed values for a Calibre share prior to 
conversion, inclusive of a premium for control, we consider the Future Conversion is not fair to Calibre 
shareholders. 

Calibre has been valued using a capitalised earnings methodology with reference to Calibre’s forecast 
FY19 earnings and earnings multiples implied by comparable traded companies and completed 
transactions, as set out in Section 10 of this report. Our valuation assessment has required us to form a 
view in relation to the specific risks and uncertainties that we consider to exist in relation to Calibre’s 
business outlook. 

The key factors considered in our assessment of the value of Calibre are set out below. 

• Market position. Whilst Calibre is a leading engineering services provider to the infrastructure and 
mining sectors in Australia, it is a relatively small participant in the increasingly globalised 
engineering and contractor services industry. 

• Earnings performance. Calibre’s remaining businesses following the sale of G&S Engineering 
recorded a decline in underlying earnings in FY18, but are forecast to record an improvement in 
earnings in FY19. 

• Growth prospects. Calibre is highly leveraged to a potential recovery in activity in the resources 
sector and as a result is pursing growth opportunities in other sectors.  

• Industry outlook. The engineering services and construction industry in Australia has experienced 
challenging market conditions over recent years with substantial contraction and consolidation, but is 
expected to achieve a small but stable level of growth over the next five years. 

• Synergies. In assessing an appropriate premium for control in accordance with RG 111, we have only 
considered those synergies and benefits which would be available to more than one potential 
purchaser (or a pool of potential purchasers) of Calibre. 

• Working capital. Calibre currently has a net working capital deficiency, which would require an 
increased level of investment by a purchaser to achieve the level of earnings being capitalised by us. 
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• Going concern. We have assumed that Calibre will be able to continue as a going concern. In the 
event Calibre is unable to continue as a going concern, this is likely to negatively impact upon 
Calibre equity values. 

Further details in relation to the basis of our valuations of Calibre prior to and post the Future Conversion 
are set out in Sections 10 and 11 of this report.  

Whilst Calibre is not listed on a regulated exchange, there have been a very small number of transactions 
in shares via Calibre’s website. Our range of values for a Calibre share prior to the Future Conversion of 
between $0.080 and $0.118 represents a discount of 14% at the low end and a premium of 27% at the 
high end to the volume weighted average price (VWAP) for a Calibre share measured over the 12 months 
to 30 September 2018 of $0.093. 

In this regard, we caution however that: 

• the traded share price will not incorporate a control premium as it reflects trades in small parcels of 
Calibre shares  

• trading in Calibre shares is extremely illiquid, with only 0.07% of total shares on issue being traded 
in the past 12 months  

• the last recorded trade was on 13 February 2018, that is, well before the sale of G&S Engineering and 
the issue of the Series B CRCPS. 

As such we do not consider that the prices achieved are likely to be reflective of the market price that may 
currently be achievable in a more liquid market. 

4.2 Reasonableness 
In accordance with RG 111, a transaction may be considered reasonable if, despite being not fair, there 
are sufficient reasons for shareholders to approve the transaction in the absence of a superior offer. In 
determining the Future Conversion to be reasonable, we have had regard to the following matters. 

4.2.1 Advantages 

The Future Conversion will improve Calibre’s net asset position 

Whilst shareholder approval of the Future Conversion does not guarantee that the Vendors will seek to 
convert rather than redeem the Series B Notes in the future, as this remains at the option of the Vendors, it 
does facilitate the potential for this to occur. 

Approval of the Future Conversion will also provide the Company the ability to convert the Series B 
CRCPS in their entirety should that be considered beneficial to the Company. 

The Future Conversion will improve Calibre’s net asset position reflecting extinguishment of the liability 
component of the Series B Notes recorded on the balance sheet of Calibre for accounting purposes, with 
the company’s recorded net assets as at 30 September 2018 increasing from $50.5 million to 
$64.8 million and its gearing level reducing from 177% to 138%. 

In the event that Calibre’s shareholders do not approve the Future Conversion, the Vendors will still be 
entitled but not obliged to convert that portion of the Series B Notes and/or the Company may elect to 
convert the Series B CRCPS up to the number of new ordinary Calibre shares that provides the holders 
with no more than a 20.0% interest in Calibre and the balance of the Series B Instruments will be required 
to be redeemed at the relevant maturity or change of control date(s). 
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Any requirement to redeem all or part of the Series B Instruments will result in a deterioration in 
Calibre’s available cash position. In the event the Company is unable to raise alternative funding to both 
repay the Series B Instruments and also fund its operational and senior debt requirements, Calibre may 
have to dispose of further assets (noting that it has already divested the G&S Engineering business) other 
than in the normal course of business. 

In this regard we note that the Notes were only issued as a superior alternative funding source was not 
able to be identified by Calibre at the time. Calibre had completed a refinancing of its debt facilities in 
conjunction with the issue of the Notes to facilitate the repayment of the deferred component of the 
acquisition cost of Diona. The Company also held discussions with a number of advisors and potential 
debt / equity funding providers, including Calibre’s existing shareholders and various debt providers to 
seek an alternative to the issue of the Notes. 

Based on the outcome of the Company’s previous discussions with potential alternative debt and / or 
equity financiers, we consider the Company’s ability to raise the level of additional capital that would be 
required to repay the Series B CRCPS by 1 November 2019 and the Series B Notes by 31 October 2020, 
whilst also funding the ongoing operational requirements of the Company and servicing its other external 
debt obligations is uncertain. 

In the event that Calibre does not have the funds available to redeem the Series B Instruments as and 
when required, this would likely result in significant liquidity issues4. 

4.2.2 Disadvantages 

The Future Conversion will result in a significant reduction of the existing shareholders’ interests 
in Calibre  

Following the Future Conversion, the existing Calibre shareholders’ ownership interest in Calibre will be 
diluted to as little as 8.9%5,6,  and the Vendors will hold up to approximately 91.1% of Calibre’s shares, 
all other things being equal. As such, the interest of current shareholders in the Company will be 
significantly diluted and the holders of the Series B Instruments, if they choose to vote together, would be 
able to carry ordinary and special resolutions of the Company. 

In considering this shareholders should note however that the Series B Instruments were issued to the 
Vendors in compensation for part of the deferred consideration otherwise payable to the Vendors for the 
purchase by Calibre of the Diona business, for which they have not been paid. 

It is possible that the Vendors may not be required to pay a full premium for control 

We note that whilst it is not possible at this time to determine the actual premium or discount to be paid 
by the Vendors at the date of any future conversion(s), Calibre shareholders should be aware that it is 
possible that the Vendors may acquire control of Calibre without payment of a full premium. 

In this regard we note that the conversion prices of the Series B Instruments lie below our range of 
assessed values of a Calibre share, inclusive of a full premium for control, prior to the Future Conversion. 

                                                 
4 As our range of assessed fair values for a Calibre share, inclusive of a premium for control, exceeds the conversion 
price of the Series A CRCPS, we have assumed these are converted by the Company to new ordinary shares in 
Calibre. In the event these were also to be redeemed, the Company would also be required to fund the redemption of 
the outstanding face value and any unpaid distributions in respect of these instruments 
5Assuming the Series B Instruments are converted on 1 November 2019 and full capitalisation of interest 
6 This would reduce further to 8.8% in the event the Series A CRCPS were converted in full 
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4.2.3 Other considerations 

The Future Conversion may slightly reduce the likelihood of a takeover offer being received 

The terms of the Series B Instruments include “change of control” provisions, such that in the event of a 
change of control transaction, the holders of the Series B Notes, or in the case of the Series B CRCPS the 
Company, may elect to either redeem or convert the relevant instrument. 

Accordingly, any future takeover offer for the Company as a whole is already likely to require the 
approval of the Vendors in the event of conversion, or, in the event of redemption, the approval of First 
Reserve Corporation (First Reserve), which currently holds an approximate 61.2% interest in the 
Company. 

We also note that on 25 September 2018, Calibre announced that it had received a non-binding and 
confidential expression of interest to privatise Calibre.  Whilst we understand that discussions in relation 
to any privatisation transaction are ongoing, we are not aware of any offer capable of acceptance being 
put forward. We also note that this expression of interest has been made with the knowledge of the 
existence of the Series B Instruments. 

Shareholders’ and Directors’ intentions 

First Reserve has indicated that it intends to vote in favour of the Future Conversion, representing 
approximately 61.2% of the current issued capital Calibre.  

The Directors have advised that they each intend to recommend that the shareholders vote in favour of the 
Future Conversion and that they each intend to vote the Calibre shares they each hold personally or which 
are held on their behalf in favour of the Future Conversion. 

Approval of the Future Conversion does not guarantee the future conversion of the Series B Notes 

Even if approved by shareholders, the Future Conversion of the Series B Notes by the Vendors is by no 
means certain as this remains at the election of the Vendors. In the event the Vendors elect not to convert 
all of the Series B Notes, Calibre will be required to repay the principal amount drawn down plus any 
capitalised interest at the relevant maturity date or earlier if redeemed earlier. Similarly, approval of the 
Future Conversion does not oblige the Company to convert rather than redeem the Series B CRCPS, 
however, as noted previously the ability of the Company to redeem is at present uncertain. 

5 Other matters 
In forming our opinion, we have considered the interests of Calibre shareholders as a whole. This advice 
therefore does not consider the financial situation, objectives or needs of individual shareholders. It is not 
practical or possible to assess the implications of the Future Conversion on an individual shareholder as 
their financial circumstances are not known.  

The decision of each shareholder as to whether or not to approve the Future Conversion is a matter for 
individuals based on, amongst other things, their risk profile, liquidity preference, investment strategy and 
tax position. Individual shareholders should therefore consider the appropriateness of our opinion to their 
specific circumstances before acting on it. As an individual’s decision to vote for or against the proposed 
resolution may be influenced by his or her particular circumstances, we recommend that individual 
shareholders including residents of foreign jurisdictions seek their own independent professional advice. 

Our report has also been prepared in accordance with the relevant provisions of the Act and other 
applicable Australian regulatory requirements. This report has been prepared solely for the purpose of 
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assisting Calibre shareholders in considering the Future Conversion. We do not assume any responsibility 
or liability to any other party as a result of reliance on this report for any other purpose. 

All currency amounts in this report are denominated in Australian dollars ($) unless otherwise stated. 

Neither the whole nor any part of this report or its attachments or any reference thereto may be included 
in or attached to any document, other than the Explanatory Statement to be sent to Calibre shareholders in 
relation to the Future Conversion, without the prior written consent of KPMG Corporate Finance as to the 
form and context in which it appears. KPMG Corporate Finance consents to the inclusion of this report in 
the form and context in which it appears in the Explanatory Statement. 

Our opinion is based solely on information available as at the date of this report as set out in Appendix 2. 
We note that we have not undertaken to update our report for events or circumstances arising after the 
date of this report other than those of a material nature which would impact upon our opinion. We refer 
readers to the limitations and reliance on information as set out in Section 6. 

References to an Australian financial year (i.e. the 12 months to 30 June) have been abbreviated to FY, 
and references to calendar years have been abbreviated to CY. 

The above opinion should be considered in conjunction with and not independently of the information set 
out in the remainder of this report, including the appendices. 

Yours faithfully  

 
 

Jason Hughes 
Authorised Representative 

Sean Collins 
Authorised Representative 
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6 Limitations and reliance on information 
In preparing this report and arriving at our opinion, we have considered the information detailed in 
Appendix 2 to this report. In forming our opinion, we have relied upon the truth, accuracy and 
completeness of any information provided or made available to us without independently verifying it. 
Nothing in this report should be taken to imply that KPMG Corporate Finance has in any way carried out 
an audit of the books of account or other records of Calibre for the purposes of this report.  

Further, we note that an important part of the information base used in forming our opinion is comprised 
of the opinions and judgements of management of Calibre (Management). In addition, we have also had 
discussions with Management in relation to the nature of the Company’s business operations, its specific 
risks and opportunities, its historical results and its prospects for the foreseeable future. This type of 
information has been evaluated through analysis, enquiry and review to the extent practical. However, 
such information is often not capable of external verification or validation. 

Calibre has been responsible for ensuring that information provided by it or its representatives is not false 
or misleading or incomplete.  Complete information is deemed to be information which at the time of 
completing this report should have been made available to KPMG Corporate Finance and would have 
reasonably been expected to have been made available to KPMG Corporate Finance to enable us to form 
our opinion.   

We have no reason to believe that any material facts have been withheld from us but do not warrant that 
our inquiries have revealed all of the matters which an audit or extensive examination might disclose. The 
statements and opinions included in this report are given in good faith, and in the belief that such 
statements and opinions are not false or misleading.  

The information provided to KPMG Corporate Finance included forecasts/projections and other 
statements and assumptions about future matters (forward-looking financial information), in particular the 
FY19 budget (discussed further below) prepared by Management. KPMG Corporate Finance has relied 
upon this forward-looking financial information in preparing this report and Calibre remains responsible 
for all aspects of this forward-looking financial information. The forecasts and projections as supplied to 
us are based upon assumptions about events and circumstances which have not yet transpired. We have 
not tested individual assumptions or attempted to substantiate the veracity or integrity of such 
assumptions in relation to any forward-looking financial information. However, we have made sufficient 
enquiries to satisfy ourselves that such information has been prepared on a reasonable basis. 

KPMG Corporate Finance has made various enquiries in relation to the historical and forecast 
information of Calibre, including holding discussions with Management in regard to the historical 
earnings as well as the operational and commercial assumptions underlying the forecast earnings and their 
bases. KPMG Corporate Finance has, where considered appropriate, made adjustments to the analysis of 
historical and forecast performance. KPMG Corporate Finance is of the view that the short term forward-
looking information which forms the basis of our valuation has been prepared on a reasonable basis. 

In making this assessment, we have taken into account the following: 

• the FY19 budget was prepared based on a “ground up” approach by Calibre and reflects actual results 
to 31 August 2018 

• the outlook beyond 31 August 2018 is based on contracts on hand, key opportunities being pursued 
by the Company and expected gains from efficiency improvements implemented 
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• EBITDA and revenue performance for FY19 to date to 30 September 2018 was largely consistent 
with the FY19 budget over the same period.  

Notwithstanding the above, KPMG Corporate Finance cannot provide any assurance that the forward-
looking financial information will be representative of the results which will actually be achieved during 
the forecast period. Any variations in the forward looking financial information may affect our valuation 
and opinion. 

The opinion of KPMG Corporate Finance is based on prevailing market, economic and other conditions 
at the date of this report. Conditions can change over relatively short periods of time. Any subsequent 
changes in these conditions could impact upon our opinion. We note that we have not undertaken to 
update our report for events or circumstances arising after the date of this report other than those of a 
material nature which would impact upon our opinion.  

6.1 Disclosure of information 
In preparing this report, KPMG Corporate Finance has had access to all financial information considered 
necessary in order to provide the required opinion. Calibre has requested KPMG Corporate Finance limit 
the disclosure of some commercially sensitive information relating to Calibre and its subsidiaries. This 
request has been made on the basis of the commercially sensitive and confidential nature of the 
operational and financial information of the operating entities comprising Calibre. As such, the 
information in this report has been limited to the type of information that is regularly placed into the 
public domain by Calibre. 

7 Industry overview 
Calibre’s principal operations comprise engineering services for the resources, infrastructure and urban 
development industries in Australia. Accordingly, the financial performance of Calibre is impacted by 
developments in these sectors. To provide a context for assessing the prospects of Calibre, we have 
included an overview of recent trends in these sectors at Appendix 3. 

8 Profile of Calibre 

8.1 Business overview  
Calibre is a diversified engineering and construction company providing services to the resources, 
infrastructure and urban development industries predominantly in Australia. The Company provides a 
range of services including feasibility, design, engineering, procurement, construction management, 
construction and maintenance.  

Established in 2002, Calibre commenced as an engineering solutions provider to iron ore miners in the 
Pilbara region of Western Australia. Calibre listed on the official list of ASX Ltd (ASX) in August 2012 
and reached a market capitalisation high of $491.8 million on 5 February 2013. Following a selective buy 
back, Calibre was delisted from ASX on 31 December 2015. Similar to its industry peers, Calibre has 
been adversely impacted by the decline in mining investment activity in both the iron ore and coal sectors 
since 2013. 

Calibre completed the acquisition of Diona on 16 November 2015 and since delisting has focused largely 
on revenue diversification to drive organic growth, cost reductions via an organisational restructure, 
improved working capital management and reducing its debt exposure. 
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8.2 Operations  
Calibre currently has 30 offices across Australia, New Zealand and Asia, operating two businesses across 
two core segments as summarised below. 

• The construction and maintenance segment (CM), now comprising solely Diona, provides sustaining 
capital works and maintenance services specialised in underground infrastructure within Australia. It 
operates from 5 offices with over 560 professional and trade personnel deployed mainly over the 
Eastern region of Australia.  

In FY18, CM contributed approximately 72% of Calibre’s total revenue, however it reported a loss of 
$5.8 million mostly resulting from the loss sustained by the divested G&S Engineering from its joint 
venture with DRA Holdings Pty Ltd (DRA) delivering the Mt Pleasant coal handling and preparation 
fixed price contract for Mach Energy. 

• The professional services segment (PS), operating as Calibre Professional Services, provides 
consulting and engineering services in Australia. With over 1,000 personnel, the PS segment is 
structured in four units: East, West, South Pacific and Innovation and Advisory.  

A summary of Calibre’s segments is set out in the table below. 

Table 6: Summary of Calibre's operating segments 

 Construction and maintenance Professional services 
Business (Diona)  (Calibre Professional Services) 
Overview Sustaining capital works and maintenance 

services 
Consulting and engineering services 

Capabilities Specialised in underground infrastructure 
including trenching, boring, drilling and 
pipeline installation and maintenance 

Multi-disciplined capabilities including front 
end engineering and design, planning, design 
and engineering, procurement and 
construction management across a broad 
range of sectors 

Geographic reach Australia based operations across four 
offices in key East Coast markets 

Australia based operations primarily in key 
East Coast infrastructure markets, with 
capability also in Western Australia and 
Queensland resource markets. New Zealand 
operations are focused on built environment 
and infrastructure. 

End markets Water, gas, electricity, telecommunications, 
sewer 

Urban development, water and environment, 
renewable energy, transport, buildings, 
technology, resources 

Personnel 561 1,035 
Source: Calibre 

8.3 Strategy 
Initiatives undertaken recently include: 

• Restructure of the business. In 2017, Calibre restructured its businesses into two segments: PS and 
CM, with an aim to control overheads, streamline systems and position Calibre for long term, 
sustainable growth. The establishment of the PS segment consolidates Calibre’s engineering and 
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consulting capabilities to provide innovative engineering solutions for clients. The CM segment 
combines a broad range of capabilities into a complete service offering.  

• The launch of the ‘One Calibre’ go-to-market model. This initiative has enabled Calibre to market, 
tender and deliver projects utilising its broad capabilities across the entire Group. Calibre has 
specialised capabilities to provide end-to-end technical services and support across the life cycle of 
complex assets and infrastructure. These services can be delivered nationwide as an individual 
service or integrated into multi-capability service offering, depending on the nature and size of the 
project.  

• Sale of G&S Engineering. In August 2018, Calibre completed the sale of its subsidiary G&S 
Engineering to DRA to provide enhanced focus on the Diona and PS businesses as well as to 
deleverage Calibre’s balance sheet. 

In addition, Calibre is planning the expansion of the number of offices in Australia and New Zealand. 

8.4 Financial performance  
As a consequence of Calibre’s previous decision to pursue the sale of all of its businesses during FY18, 
its FY18 financial accounts were prepared on the basis that all of its three major business were classified 
as discontinued operations. However, in August 2018, Calibre terminated the sale process for the PS and 
Diona businesses as it considered enhanced shareholder value would arise from continuing in the current 
business. As a result we have set out below the pro forma historical consolidated financial performance as 
if the Calibre’s businesses (including G&S Engineering) had been classified as continuing operations, 
rather than in the format disclosed in Calibre’s FY18 audited statutory accounts as we consider this to be 
more meaningful to shareholders in considering the performance of Calibre. 

Table 7: Calibre’s pro forma historical consolidated financial performance including G&S 
Engineering 

  Pro forma Pro forma 

  30-Jun-17 30-Jun-18 
($ million) 12 months 12 months 
Construction and maintenance  324.0   442.7  
Professional services  166.3   172.1  
Other  (1.1)  (3.0) 
Total Revenue (excluding interest income)  489.2   611.8  
Cost of Services  (386.0)  (510.0) 
Admin and marketing costs  (66.7)  (85.0) 
Occupancy costs  (10.8)  (7.3) 
Underlying EBITDA  25.8  9.4  
Depreciation and amortisation expense  (16.8)  (15.9) 
Underlying EBIT2  8.9   (6.6) 
Finance costs (net of interest rate swaps)  (6.4)  (9.0) 
Interest income  0.2   -  
Impairment expense  -   (33.7) 
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  Pro forma Pro forma 

  30-Jun-17 30-Jun-18 
($ million) 12 months 12 months 
Acquisition and restructuring costs3  (7.2)  (10.8) 
Income tax benefit/(expense)  4.5   (2.9) 
Profit/(Loss) after tax for the year  0.1   (62.9) 
CM revenue as a % of total 66% 72% 
PS revenue as a % of total 34% 28% 
CM revenue growth/(decline) 8% 37% 
PS revenue growth/(decline) (19%) 3% 
Total revenue growth/(decline) (3%) 25% 
Underlying EBITDA growth/(decline) (22%) (64%) 
Underlying EBITDA margin 5% 2% 
Notes:     
1        EBIT refers to Earnings Before Interest and Tax     
2 Includes fair value adjustments made by the Company 
3 Amounts may not calculate exactly due to rounding     

Source: Calibre FY18 Annual Report, KPMG Corporate Finance analysis  

Recent years have been challenging for Calibre as mining industry investment activity has stayed at a low 
level, in conjunction with the residential and non-residential construction industry’s decrease in revenue 
(see Appendix 3).  

In particular, PS revenues declined significantly in FY17 due to the reduction in spending by resource 
sector clients and long term projects moving from construction to operational phases. Offsetting this 
somewhat, CM’s revenue for FY17 increased year-on-year driven by Diona’s work with Sydney Water. 

Earnings in FY18 were below expectations, with many areas of the business distracted given the heavy 
time commitment to the multiple sales processes underway. 

The strategic sales process conducted in FY18 resulted in further impairments of $34 million. 

Reflecting that G&S Engineering was sold in August 2018 we have set also out below the pro forma 
historical consolidated financial performance of Calibre excluding G&S Engineering. 
Table 8: Calibre’s historical consolidated financial performance excluding G&S Engineering 

  Pro forma Pro forma 

  30-Jun-17 30-Jun-18 
($ million) 12 months 12 months 
Construction and maintenance  180.1   243.1  
Professional services  166.3   172.1  
Other  (0.9)  (3.0) 
Total Revenue (excluding interest income)  345.5   412.1  
Cost of Services  (262.9)  (330.2) 
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  Pro forma Pro forma 

  30-Jun-17 30-Jun-18 
($ million) 12 months 12 months 
Admin and marketing costs  (50.6)  (51.5) 
Occupancy costs  (8.1)  (9.0) 
Underlying EBITDA   23.9   21.4  
Depreciation and amortisation expense  (10.3)  (12.2) 
Underlying EBIT2  13.6   9.2  
Finance costs (net of interest rate swaps)  (6.3)  (8.9) 
Impairment expense  -   (31.0) 
Acquisition and restructuring costs2  (6.2)  (10.8) 
Income tax benefit/(expense)  4.1   (4.0) 
Profit/(Loss) after tax for the year  5.2   (45.4) 
CM revenue as a % of total 52% 59% 
PS revenue as a % of total 48% 41% 
CM revenue growth/(decline) n/a 35% 
PS revenue growth/(decline) n/a 3% 
Total revenue growth/(decline) n/a 19% 
Underlying EBITDA growth/(decline) n/a (10%) 
Underlying EBITDA margin 6.9% 5.2% 
Notes:     
1 Amounts may not calculate exactly due to rounding 
2 Includes fair value adjustments     

Source: Calibre FY18 Annual Report, KPMG Corporate Finance analysis  

8.5 Outlook 
Following completion of the sale of G&S Engineering effective from 1 July 2018 and the cessation of the 
sales process for PS and Diona, Management has been able to refocus its efforts in pursuing its own 
growth initiatives. Q1 FY19 results have shown improvement and are in line with budget expectations. 
Management expects this recovery to continue over the remaining period of FY19 reflecting, at least in 
part, the refocus on internal efficiencies, a current high level of investment in infrastructure activities on 
the east coast of Australia, the reactivation of the resources industry and the recent recovery in 
commodity prices which has resulted in increased enquiries in relation to new greenfield projects.  

Management also expects revenue growth to be driven by: 

• CM taking further market share in its existing markets 

• PS realising greater efficiencies through cross-selling work in conjunction with the strategy of sector-
focus growth. 

8.6 Financial position  
The consolidated financial position of Calibre as at 30 June 2017 and 30 June 2018 as disclosed in the 
FY18 statutory accounts is summarised below. 
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Table 9: Calibre’s historical financial position including G&S Engineering 

  Audited Audited 
  30-Jun-17 30-Jun-18 
($’000) As at As at 
Current assets     
Cash and cash equivalents 12,076  12,835  
Trade and other receivables 6,739  3,006  
Current tax assets 1,208  1,321  
Assets held for sale 290,995  257,984  
Total current assets 311,018  275,146  
Non-current assets     
Property, plant and equipment 1,938  2,007  
Other intangible assets 599  1,154  
Investments 300  300  
Deferred tax assets 9,191  5,585  
Total non-current assets 12,028  9,046  
Total Assets 323,046  284,192  
Current liabilities     
Trade and other payables 5,003  13,762  
Borrowings 70,000  33,513  
Deferred acquisition considerations 30,200  -  
Provisions 2,736  3,625  
Liabilities directly associated with assets held for sale 131,927  138,328  
Total current liabilities 239,866  189,228  
Non-current liabilities     
Borrowings 1,659  72,739  
Provisions 373  3,794  
Total non-current liabilities 2,032  76,533  
Total liabilities 241,898  265,761  
Net Assets 81,148  18,431  
Gearing - %2 126% 576% 
Current ratio – times3 1.30 1.45 
Notes:  
1       Amounts may not calculate exactly due to rounding 
2       Gearing represents total loans, borrowings and deferred consideration divided by net assets 
3       Current ratio represents current assets divided by current liabilities  

Source: Calibre FY18 Annual Report, KPMG Corporate Finance analysis 

As noted previously, as a result of Calibre’s decision to pursue the sale of each of its businesses during 
FY18, these businesses were classified as being ‘held for sale’ for the purposes of financial reporting. As 
a consequence the majority of Calibre’s assets and liabilities have been grouped together as being held for 
sale in the table set out above. We have set out below the pro forma balance sheets for Calibre as at 
30 June 2018 and 30 September 2018 as if the PS and Diona businesses had been classified as continuing 
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operations. We consider this to be more meaningful to shareholders in considering the current financial 
position of Calibre. 

Table 10: Calibre’s historical pro forma financial position excluding G&S Engineering 

  Pro forma Pro forma 
  30-Jun-18 30-Sep-18 
($’000) As at As at 
Current assets   

Cash and cash equivalents 22.1  7.6  
Trade and other receivables 66.9  61.1  
Work in progress 22.1  13.7  
Other current assets 3.5  3.8  
Total current assets 114.6  86.2  
Non current assets   
Property, plant and equipment 25.0  24.3  
Goodwill 103.1  103.1  
Other intangible assets 3.9  4.2  
Investments 0.3  0.3  
Deferred tax assets 19.3  19.0  
Total non-current assets 151.6  150.9  
Total Assets 266.2  237.1  
Current liabilities   
Trade and other payables 105.9  67.0  
Borrowings 36.5  17.8  
Deferred acquisition considerations 0.2  0.2  
Provisions 10.7  14.7  
Total current liabilities 153.3  99.7  
Non-current liabilities   
Borrowings 75.3  71.6  
Provisions 19.2  15.3  
Total non-current liabilities 94.5  86.9  
Total liabilities 247.8  186.6  
Net Assets 18.4  50.5  
Gearing - %2 609% 177% 
Current ratio – times3 0.75 0.86 
Notes:  
1       Amounts may not calculate exactly due to rounding 
2       Gearing represents total loans, borrowings and deferred consideration divided by net assets 
3       Current ratio represents current assets divided by current liabilities  

Source: Calibre, Calibre FY18 Annual Report, KPMG Corporate Finance analysis 

Consistent with service businesses particularly exposed to projects under construction, Calibre is “plant 
and equipment asset light” with a financial position largely comprising working capital amounts. Given 
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the capital demands and constraints on the Company, Calibre has actively managed net working capital to 
optimise cash positions where required. 

Calibre has minority investments in unlisted shares which were carried at investment cost of $0.3 million 
as at 30 June 2018. 

During November 2017, Calibre completed the refinancing of its existing borrowings, commencing a 
$101.5 million four-year senior financing facility (including both debt and bank guarantee facilities). 
Further details in relation to the refinanced senior facility are set out in the sections below. 

8.7 Cash flows 
The audited consolidated historical statement of cash flows for Calibre Group for FY17 and FY18 is 
summarised below. 

Table 11: Calibre’s historical statement of cash flows (including G&S Engineering) 

  Audited Audited 

  30-Jun-17 30-Jun-18 
($’000) 12 months 12 months 

Cash flows from operating activities     
Receipts from customers (inclusive of GST) 519,028  732,516  
Payments to suppliers and employees (inclusive of GST) (489,532) (690,059) 
GST paid (21,242) (24,686) 
Income tax refund 227  -  
Net cash generated by operating activities 8,481  17,771  
Cash flows from investing activities     
Payments for acquisitions of businesses and investments (16,544) (30,712) 
Interest received 183  230  
Purchase of property, plant and equipment and software  (6,340) (5,022) 
Proceeds from sale of property, plant and equipment and software 2,792  377  
Net cash used in investing activities (19,909) (35,127) 
Cash flows from financing activities     
Proceeds from issue of preference shares (net of share issue costs) -  5,000  
Interest paid (4,229) (8,255) 
Proceeds from borrowings 25,000  109,950  
Repayment of borrowings (14,703) (83,924) 
Net cash generated by financing activities 6,068  22,771  
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  Audited Audited 

  30-Jun-17 30-Jun-18 
($’000) 12 months 12 months 

Net increase/decrease in cash and cash equivalents (5,360) 5,415  
Cash and cash equivalents at beginning of year 22,086  16,726  
Cash and cash equivalents at the end of the year 16,726  22,141  
Notes  
1 Payments for acquisitions of businesses and investments is comprised of payments for business combinations, 

net of cash received, payment for acquisition of non-controlling interest, payment of deferred acquisition 
consideration and payment for investments 

2 Net purchase of property, plant, equipment and software is comprised of both the payment for purchases of 
property, plant, equipment and software and proceeds from sale of property, plant, equipment and software  

Source: Calibre FY18 Annual Report, KPMG Corporate Finance analysis  

8.8 Taxation 
As at 30 June 2018, Calibre had a recognised tax asset of $5.6 million and unrecognised tax losses and 
credits of $28.8 million on an after-tax basis, which are available to offset against future taxable income. 

8.9 Dividends 
No dividends have been declared since CY14.  

8.10 Senior debt facility 
As at 1 November 2017, Calibre completed the refinancing of existing senior debt facilities, with a new 
$101.5 million four-year senior financial facility with National Australia Bank Ltd and Bankwest, a 
division of Commonwealth Bank of Australia Ltd, comprising a senior debt facility of $79.5 million and a 
contingent guarantee and bonding tranche of $22.0 million. 

We have been advised by Management that the weighted average interest charge on its senior debt facility 
is approximately 4.4% per annum. 

Calibre is looking to introduce a new debtor financing facility of $50.0 million with Greensill Capital Pty 
Ltd and the senior banks, which will allow repayment of existing drawn bank debt to improve the 
Company’s working capital position and facilitate additional bank guarantee and asset financing facilities. 

8.11 Onerous leases 
As at 30 June 2018, Calibre recognised provisions for onerous leases in the order of approximately 
$17.5 million in respect of long term lease contracts for office space no longer required in the business, 
calculated by taking the unavoidable lease costs that will be incurred under the contracts and deducting 
any estimated sublease income, discounted to present value using the risk free rate. As at 
30 September 2018 the provision for onerous leases reduced to approximately $11.5 million, reflecting 
the removal of the obligation relating to the divested G&S Engineering business and the periodic release 
of provisions. 
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8.12 Ordinary shares 
At 30 September 2018, Calibre’s had approximately 341.0 million fully paid ordinary shares on issue. A 
summary of the Company’s top ten shareholders is set out in the table below.  

Table 12: Top ten Calibre shareholders 

 
Shareholder 

Number of shares held 
(millions) % of issued capital 

First Reserve 208.7 61.2 
Raymond Campbell Munro 31.6 9.3 
Sapphire Lane Pty Ltd 6.4 1.9 
Graham Ross Smith 6.4 1.9 
Auric Capital Pty Ltd 6.2 1.8 
Silk Street Pty Ltd 4.9 1.4 
Mr Robert James Smith 4.1 1.2 
Auric Capital Pty Ltd 3.9 1.1 
Spence Rego Pty Ltd  3.4 1.0 
Massey Family Trust 2.5 0.7 
Top ten shareholders (aggregate) 278.1 81.5 
Other shareholders 62.9 18.5 
Total shares on issue 341.0 100.0 
Note: Amounts may not calculate exactly due to rounding 

Source: Calibre 

8.12.1 Trading in Calibre shares 

Calibre delisted from the ASX on 31 December 2015. Since that time, Calibre has operated a low volume 
financial market (LVM) where shareholders can trade Calibre shares on Calibre’s website subject to 
certain constraints on the volume and value of the transactions7. 

The following table summarises the transactions in Calibre shares via the LVM over the 12 months prior 
to 30 September 2018. 

Table 13: Summary of LVM Ordinary Share transactions in the 12 months to 30 September 2018 

Date Volume traded Price per share Value of transaction 
  No. of shares $ $ 
13-Feb-18  40,000   0.12   4,800  
20-Oct-17  160,096   0.09   14,409  
17-Oct-17 45,300 0.08 3,624 
Total 245,396  22,833 

Source: Calibre 

                                                 
7 Limited to 100 completed transactions with a total value (measured by sale price) of not more than $500,000 during 
any 12 month period. 
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Trading in Calibre’s shares on the LVM has exhibited extremely low liquidity over the past 12 months, 
with only 3 transactions occurring at a VWAP of $0.093 per share, representing approximately 0.07% of 
Calibre’s issued capital. 

As at the date of this report, trading in Calibre’s shares via the LVM has been temporarily suspended. 

8.13 Preference Shares 
On 30 June 2017, Calibre announced the issue of approximately 33.3 million Series A CRCPS to a 
number of subscribers, including to a related party of Mr Graham Smith, an existing director and 
shareholder of Calibre. The Series A CRCPS raised $5.0 million and are redeemable on a tiered time-
dependent ratio at Calibre’s option or convertible into ordinary shares on or before three years from issue 
at Calibre’s election. The Series A CRCPS incur a cumulative 11.2% per annum distribution yield, with 
the accumulated distribution payable in cash or, at the holder’s option, into new Calibre ordinary shares in 
the event of conversion of the Series A CRCPS. 

On 25 September 2018, Calibre announced it had concluded an agreement for the issue of approximately 
2.45 billion Series B CRCPS to the Vendors, replacing the Series A Notes.  

The Series A CRCPS and Series B CRCPS (together the Preference Shares) do not participate in 
dividends payable to Calibre’s ordinary shares or in the proceeds on a winding up of Calibre. The 
Preference Shares hold no voting rights at Calibre’s shareholders’ meetings when a poll is called and are 
not eligible to participate in votes on a show of hands.  

The Series A CRCPS, if converted at maturity and assuming distributions are accumulated in full, would 
result in approximately 45.8 million new ordinary Calibre shares being issued to the holders. If Calibre is 
unable to pay the distribution on a franked basis the conversion ratio for any accrued distribution will 
increase. Management has advised that Calibre has substantial franking credits and expects to be able to 
avoid any franking adjustment on distributions attached to the Series A CRCPS. 

8.14 Options and performance rights 
Management has advised, at the date of this report, that there are no options or performance rights on 
issue. 

8.15 Contingent Liabilities 
Management has advised that there are no material contingent liabilities outstanding other than the 
various guarantees and sureties provided by Calibre in the ordinary course of business and a potential 
legal claim.  

In relation to the guarantees and sureties, there are no known material future expenditures or liabilities as 
at the date of this report. 

The potential legal claim is in relation to an alleged shareholding in Diona prior to acquisition by Calibre. 
Calibre has an insurance policy to cover breaches of title warranties under the Sale and Purchase 
Agreement with an excess of $900,000. The preliminary discovery hearing was dismissed against Calibre, 
however the plaintiffs sought leave to appeal the decision. Diona is a party to the appeal. The decision is 
still pending at the date of this report. 
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9 Impact of the Conversion 

9.1 Shareholders’ interests - dilutionary impact 
Calibre currently has approximately 341.0 million fully paid ordinary shares on issue. Based on the terms 
of the Series B Instruments, current Calibre shareholders would, as a bloc, be diluted to approximately 
10.4%, assuming: 

• the Future Conversion is approved 

• the Series B CRCPS are converted at their maturity date, which in turn triggers a “change of 
control” event pursuant to the terms of the Series B Notes such that, practically speaking, the Series 
B CRCPS and Series B Notes are both converted into ordinary Calibre shares on 1 November 2019 

• interest attaching to the Series B Instruments is paid in full prior to maturity rather than capitalised 
and converted (Scenario A in Table 14 below)  

• no recapitalisation or reorganisation events occur prior to maturity. 

In the event all interest accruing in respect to the Series B Instruments is capitalised to 1 November 2019 
and converted, existing shareholders would be diluted to 8.9% (Scenario B in Table 14 below). 

Table 14: Calibre’s estimated future shareholder interests following conversion of 
the Series B Instruments 

  Scenario A Scenario B 

Estimated change in shareholding  The Vendors Existing The Vendors Existing 

Current shares on issue (millions)  -     341   -     341  
% of voting interest  - 100% - 100% 
New shares from conversions:      
Series B Notes (millions)  500   -     660   -    
Series B CRCPS (millions)  2,448   -     2,857   -    
New total shares  2,948  341 3,517 341 
New % of voting interest  89.6% 10.4% 91.1% 8.9% 
Notes:  
1. Amounts may not calculate exactly due to rounding. 

Source: KPMG Corporate Finance analysis 

For the purpose of this dilution analysis we have isolated the impact of the conversion of the Series B 
Instruments on existing shareholders by assuming the Series A CRCPS are not converted. If the Series A 
CRCPS are converted at maturity, the existing Calibre shareholders’ interests in the Company would be 
diluted further to between 10.3% (Scenario A) and 8.8% (Scenario B). 

9.2 Board of Directors  
Under the terms of the Series B Notes, John O’Connor may nominate one person to be appointed to 
Calibre’s Board of Directors, appoint an observer to the Board and request financial information from 
Calibre. 
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Following the conversion of the Series B Instruments, the Vendors aggregate interest in Calibre will be 
significantly increased as set out above, which may, in turn, result in the Vendors being in a position to 
appoint representatives to Calibre’s Board of Directors. The Vendors will also be in a position, whilst still 
required to be mindful of the interest of minority shareholders, to exert a level of influence over Calibre’s 
future strategy and plans. 

9.3 Calibre’s net assets 
The Future Conversion if implemented, will have a positive impact on the Company’s current net asset 
position and gearing profile as a result of the conversion of the Series B Instruments debt to equity. 
Calibre’s net assets would increase by $11.5 million, being the face value of the Series B Notes of 
$10.0 million, plus $1.5 million in relation to accrued interest to 30 September 2018. Management has 
advised that the Series B CRCPS are a hybrid equity instrument with a debt component of approximately 
$2.8 million recorded on the balance sheet. Accordingly, conversion of the Series B CRCPS would result 
in a $2.8 million reduction in liabilities and a corresponding increase in net assets. 

9.4 Transaction costs  
Management has advised that the future conversion(s) of the Series B Instruments are not expected to 
result in any significant transaction costs for Calibre. 

9.5 Potential cost savings and synergies  
Management has advised that the future conversion(s) of the Series B Instruments are not expected to 
result in any cost savings or synergies. 
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10 Valuation of Calibre Shares prior to Conversion 

10.1 Valuation summary 
We have assessed the value of Calibre prior to conversion of the Series B Instruments, inclusive of a 
premium for control, to be in the range of approximately $30.6 million to $45.2 million, or between 
approximately $0.080 and $0.118 per Calibre share, as set out in the table below. 

Table 15: Summary of assessed values prior to any future conversion of the Series B Instruments 

Valuation summary   Value range 
$ million Section ref Low High 
Future maintainable earnings 10.3.1 24.0  24.0  
EBITDA multiple 10.3.2 7.0x 7.5x 
Enterprise value  168.0  180.0  
Add: accumulated tax losses 10.3.3  14.9   16.7  
Add: shares in unlisted investments 10.3.4  -     0.3  
Less: working capital shortfall (net of cash) 10.3.5  (20.0)  (18.0) 
Less: borrowings (external) 10.3.6  (89.4)  (89.4) 
Less: Series B Notes 10.3.7  (14.2)  (15.8) 
Less: Series B CRCPS1 10.3.8  (17.2)  (17.2) 
Less: onerous lease provision net of tax 10.3.9  (11.5)  (11.5) 
Implied equity value (control basis)  30.7 45.2 
Ordinary shares pre-conversion (millions)    341.0   341.0  
Series A CRCPS – dilution impact2,3 (millions) 10.3.10  43.2  43.2  
Total number of shares - diluted  (millions)  384.2 384.2 
Implied value per share (control basis)  $0.080 $0.118 
Notes: 
1 The market value of the Series B CRCPS is calculated by aggregating the principal amount of the Series B 

CRCPS and the estimated accrued unpaid distributions to 30 September 2018 
2 Series A CRCPS are assumed to be converted to ordinary shares by Calibre as at 30 September 2018 based 

on amounts due as at 30 September 2018 where our assessed value per share is below the conversion price. 
In the event the Series A CRCPS were not converted until maturity date, the number of new Calibre shares to 
be issued would increase to 45.8 million 

3 In the event the holders of the Series A CRCPS elected to receive unpaid accumulated distributions in cash 
rather than convert to ordinary shares, which is at their election, the net assets of the Company as at 
30 September 2018 would reduce by approximately $0.7 million and the dilution impact of the Series A 
CRCPS  would reduce to 38.5 million. This would result in a decrease in our range of assessed values to 
between $0.079 to $0.117 per Calibre share 

4 Amounts may not calculate exactly due to rounding 
Source: KPMG Corporate Finance analysis 

Our range of assessed values for Calibre incorporates a control premium reflecting synergies that would 
generally be available to a pool of purchasers. It does not include any potential strategic or operational 
benefits unique to the Vendors, if any.  

  

https://home.kpmg.com/au/en/home.html


Calibre Group Limited 
Independent Expert Report 

12 November 2018 
 

©2018 KPMG Financial Advisory Services (Australia) Pty Ltd is affiliated with KPMG. KPMG is an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. The KPMG name, logo and ‘cutting 
through complexity’ are registered trademarks or trademarks of KPMG International  

35 
 

We also note that our range of values: 

• is relatively wide in absolute dollar terms, which largely reflects the impact that Calibre’s level of 
gearing has upon the value attributable to Calibre’s equity holders 

• represents the full underlying value of Calibre on a going concern basis. In the event that Calibre 
was unable to continue as a going concern, the realisable value of a Calibre share would lie 
significantly below that assessed by us above. 

10.2 Valuation methodology 
Our valuation of Calibre has been prepared on the basis of 'market value', that is, the value that should be 
agreed in a hypothetical transaction between a knowledgeable, willing, but not anxious buyer and a 
knowledgeable, willing, but not anxious seller, each acting at arm’s length. 

Market value excludes ‘special value’, which is the value over and above market value that a particular 
buyer, who can achieve synergistic or other benefits from the acquisition, may be prepared to pay. 

Market value is commonly derived by applying one or more of the following valuation methodologies: 

• the capitalisation of a sustainable level of earnings (Capitalised Earnings) 

• the discounting of expected future cash flows (DCF) 

• the estimation of the net proceeds from an orderly realisation of assets (Net Assets) 

• trading prices for the company’s securities on an exchange. 

These methodologies are discussed in greater detail in Appendix 4. Ultimately, the methodology adopted 
is dependent on the nature of the underlying business and the availability of suitably robust information.  

For the purpose of this report we have adopted a Capitalised Earnings approach in valuing Calibre as it is 
a commonly adopted method for the valuation of industrial businesses, especially those with a long 
operating history and a consistent earnings trend that is sufficiently stable to be indicative of ongoing 
earnings potential. Further, there is sufficient market evidence available from which a meaningful 
earnings multiple can be derived. In particular, there are a number of comparable companies that perform 
similar services, operate within the resources, infrastructure and/or construction markets and have similar 
geographic presence to Calibre. Additionally, a number of transactions have occurred over the last five 
years involving engineering based service companies predominantly within Australia. 

Whilst a DCF approach is also widely used in the valuation of established industrial businesses, the 
inherent uncertainty associated with the project-driven nature and cyclicality of Calibre’s operations, and 
the lumpiness of changes in working capital, means that preparing reliable cash flow projections beyond 
the current work in hand schedule is particularly challenging. Accordingly, we do not consider there to be 
sufficient certainty in those projections to conclude that there is a reasonable basis to adopt DCF analysis 
for Calibre. 

We did not consider the net realisable assets approach to be appropriate as this method would not capture 
the potential for value to exist in a going concern business over and above the reference solely to its 
underlying assets particularly in respect of companies such as Calibre which are plant and equipment 
asset light. We note however that in the event Calibre is unable to continue as a going concern in the 
future, the net realisable assets approach may be a more appropriate methodology in those circumstances. 
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Given Calibre has been unlisted for over 2 years and the very limited (in both regularity and volume) 
trading of Calibre shares on the LVM, we did not consider historical trading prices reflective of market 
value. 

10.3 Capitalised earnings  

10.3.1 Determination of future maintainable earnings 

A capitalised earnings approach can be applied to a number of different earnings or cash flow measures, 
including EBITDA, EBIT and NPAT.  

Given the nature of the engineering services industry in which Calibre operates, we consider EBITDA to 
be a superior metric as it provides a view of operating performance that is not distorted by the different 
depreciation and amortisation treatments (i.e. amortisation of intangible assets such customer 
relationships arising from past business combinations) or capital structures across comparable companies. 

On this basis, we have adopted EBITDA as the earnings base to estimate Calibre’s future maintainable 
earnings (FME) and consequently refer to EBITDA multiples in our analysis of trading and transaction 
multiples. 

Maintainable earnings represents that level of earnings that the business can sustainably generate in real 
terms in the future. In assessing the appropriate level of future maintainable EBITDA in respect of 
Calibre, we have considered the outlook for the industries in which Calibre operates more generally and 
also specific factors that have and/or are likely to impact upon the future trading results of Calibre. In 
particular, we have considered: 

• the historical underlying EBITDA performance of Calibre for FY17 and FY18, adjusted to exclude 
the impact of G&S Engineering, of approximately $23.9 million and $21.4 million respectively 

• the FY19 forecast EBITDA, reflecting performance to 31 August 2018 and expected performance for 
the remainder of FY19, of approximately $24.1 million 

• the outcome of discussions with Management in relation to the performance year-to-date. 

Having regard to the above, we consider that an appropriate level of EBITDA for capitalisation in the 
order of $24.0 million is reasonable. 

We have also taken into account:  

• no one-off significant items impacting historical EBITDA were identified through discussion with 
Calibre, other than impairment, restructuring and fair value impacts already adjusted for in the 
underlying EBITDA results 

• potential upside and downside risks to future profitability have been separately captured in our 
selection of an appropriate multiple range 

• we have not adjusted maintainable earnings for the cost savings available to any acquirer of 100% of 
a company as these types of general synergies are commonly subsumed within a premium for control 
that is reflected in our selection of an appropriate multiple range.  
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10.3.2 Determination of multiple 

The multiple applied in a capitalised earnings methodology should reflect the return expected by an 
investor in the businesses. Returns are dependent on various factors including a business’s operational 
risks, growth profile, profitability, size and external environment, amongst others.  

In selecting the multiple range to be applied, consideration is generally given to market evidence derived 
from recent transactions involving comparable businesses/assets and listed comparable companies, with 
an appropriate adjustment to reflect the specific characteristics of the business being valued. 

The multiples derived from listed comparable companies are based on share prices generally reflective of 
the trades of small parcels of shares. As such, they reflect prices at which portfolio interests change 
hands. That is, there is no premium for control incorporated within such pricing. They may also be 
impacted by the level of liquidity in trading of the particular stock. Accordingly, when valuing a business 
as a whole, it is appropriate to include a premium for control. 

Consistent with the requirements of RG 111, in valuing Calibre we have assumed 100% ownership, and 
therefore included a premium for control when assessing the multiples implied by the share prices for 
listed comparable companies. 

Observations from transaction evidence indicate that takeover premiums concentrate around a range 
between 25% and 40% for completed takeovers depending on the individual circumstances. In 
transactions where it was estimated that the combined entity would be able to achieve significant 
synergies, the takeover premium is frequently observed to be in excess of this range. Conversely, in 
instances where synergies available to a purchaser are not expected to be material, it is reasonable to 
expect that an appropriate control premium would be at or below the bottom end of this range. 

In considering the level of appropriate control premium to apply in the case of Calibre we have 
considered: 

• that there have been a number of transactions in the industry in which Calibre operates in recent 
times, including three acquisitions by Calibre itself since 2012, reflecting ongoing consolidation 
within the industry 

• Calibre has a leading position in the Australian engineering sector, accordingly acquisition of Calibre 
would offer an acquirer potential for economies of scale. 

Having regard to these factors we consider a control premium in the order of 25% and 40% to be 
reasonable. 

Trading multiples 

The table below sets out the historical and forecast EBITDA multiples implied by the current share prices 
of companies selected for comparison, inclusive of a premium for control of between 25% and 40%, 
along with various operating metrics.  
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Table 16: Historical and forecast trading multiples 

Company name 

Market 
cap 

EV EBITDA 
margin 

EBITDA 
growth 

EBITDA 
multiple 

(25% CP) 

EBITDA 
multiple 

(40% CP) 
    FY18 FY19 FY18 FY19 FY18 FY19 FY18 FY19 
  $m $m % % % % times times times times 
Cardno  537 556 5.1 5.2 -564.6 4 12.2 11.4 13.6 12.7 
RCR Tomlinson 286 231 0.3 4.2 -88.2 -7.2 45 4.4 51.4 5 
GR Engineering  216 195 6.4 6.3 6.4 -43.6 13.6 18.9 15.4 21.3 
Lycopodium  167 97 14.2 n/a 80.1 n/a 5 n/a 5.9 n/a 
Southern Cross  167 109 5.3 n/a 1,262.3 n/a 8.1 n/a 9.5 n/a 
Decmil Group  155 139 2.3 4 85.9 175 23 8.5 26 9.6 
Mastermyne  155 159 8.1 9.1 222 37.7 12.1 8.6 13.6 9.7 
Watpac 126 58 -0.7 0.7 -152.7 131.5 nmf 11 nmf 13.3 
Valmec 33 40 4.5 n/a 10 n/a 10.4 n/a 11.5 n/a 
LogiCamms  14 16 0.9 n/a -107.8 n/a 25.6 n/a 28.3 n/a 
Mean 

  
4.6 4.9 75.3 49.6 17.2 10.5 19.5 11.9 

Median 
  

4.8 4.7 8.2 20.9 12.2 9.8 13.6 11.2 
Notes:  
1. FY18 multiples calculated based on EBITDA and net debt position of the company as per the latest annual 

report published prior to the announcement of the transaction, as sourced from S&P Capital IQ  
2. EV means enterprise value 
3. n/a means there was no data available from S&P Capital IQ 
4. nmf means the data is not meaningful, in this case due to negative EBITDA 

Sources: S&P Capital IQ (data as at 30 September 2018), KPMG Corporate Finance analysis  

In assessing the comparability of the companies detailed above, we have considered the following: 

• Operating margins – the forecast FY19 EBITDA margins of the comparable companies range 
between 0.7% and 9.1%, with a mean of 4.9% and a median of 4.7%. Calibre has demonstrated a 
historical EBITDA margin at or around the mean and median margin (6.9% in FY17 and 5.2% in 
FY18 adjusted for the sale of G&S Engineering) and expects to experience a small reduction in its 
margin in FY19.  

• Growth prospects –the forecast multiples of each of the comparable companies lie below historical 
multiples with the exception of GR Engineering and WatPac (which recorded negative EBITDA in 
FY18), suggesting an expectation of improving trading results. This compares to Calibre’s 
expectation of a modest improvement in earnings over FY19. 

• Scale – size is typically a substantial advantage for engineering and construction services for a 
number of reasons. Firstly, larger companies tend to be more competitive for the largest contracts. 
Secondly, the larger company, the larger the benefit realised from efficiencies (i.e. economies of scale 
and advantageous financing terms). Thirdly, larger companies have greater capacity to absorb losses 
on specific projects given the larger number of projects in their portfolio. Lastly, larger companies 
tend to have lower levels of earnings volatility as a result of their greater diversity in their service 
and/or market mix. We note that based on the net asset position of Calibre as at 30 June 2018 

https://home.kpmg.com/au/en/home.html


Calibre Group Limited 
Independent Expert Report 

12 November 2018 
 

©2018 KPMG Financial Advisory Services (Australia) Pty Ltd is affiliated with KPMG. KPMG is an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. The KPMG name, logo and ‘cutting 
through complexity’ are registered trademarks or trademarks of KPMG International  

39 
 

excluding G&S Engineering, the significant majority of the companies considered appear to be larger 
than Calibre, and in some cases significantly so. 

• Leverage – Calibre appears to be significantly more geared in comparison to its peers with the 
majority holding a net cash position, which may adversely impact upon investors perception as to the 
financial risk associated with an investment in Calibre’s equity. 

A description of the activities of the companies set out in the table above is included in Appendix 5. 

Multiples implied by recent transactions 

The table below sets out the EBITDA multiples implied by recent transactions involving companies 
operating in the engineering and related services sector in Australia and New Zealand for which sufficient 
financial data is available. 

Table 17: Transaction multiples 

Close 
date 

Target Acquirer Percentage 
acquired 

Transaction 
value1 

 

LTM2  
EBITDA 
multiple 

   % $m times 
Sep-18 SRG Global Construction Services 100 152.6 12.3 
Feb-18 TMM Macmahon Holdings  100 2.0 n/a 
Nov-17 Opus International WSP Global 100 263.2 8.0 
Oct-17 Seymour Whyte Vinci Construction 100 113.0 41.1 
Dec-16 UGL CIMIC Group Investments 86 524.5 nmf 
Sep-16 Ausenco Resource Capital Funds 60 75.1 nmf 
Mar-16 Sedgman CIMIC Group Investments 63 263.6 5.7 
Feb-16 J & P Richardson VINCI Energies S.A. 100 98.4 4.0 
Jan-16 Coffey International Tetra Tech 100 108.7 8.2 
Nov-15 Cardno Crescent Capital 21 571.4 8.9 
Apr-14 Production Solutions GR Engineering Services 100 5.8 2.4 
Dec-13 Sinclair Knight Merz  Jacobs Australia 100 1209.4 7.4 
Dec-13 Clough  Murray & Roberts 38 1131.9 6.9 
Oct-13 Transfield Worley WorleyParsons 50 60.0 4.0 
Apr-13 Eastcoast Development Decmil Group 100 19.3 2.3 
Median     7.1 
Mean     9.3 
Median (excl. outliers)    6.9 
Mean (excl. outliers)    6.4 
Notes:  
1. Transaction value refers to the enterprise value of the company as of the date of completion 
2. LTM multiples calculated based on EBITDA and net debt position of the target company as per the latest 

annual report published prior to the announcement of the transaction, as sourced from S&P Capital IQ 
3. n/a means there was no data available from S&P Capital IQ 
4. nmf means the data is not meaningful, in this case due to negative EBITDA 
5. Outliers (shaded) have been calculated based on an 80% confidence interval about the mean. 

Source: S&P Capital IQ, KPMG Corporate Finance analysis 
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Although the target companies are considered broadly comparable to Calibre, it is necessary to consider 
the specific attributes of the target companies, as well as the prevailing economic conditions at the time of 
the transaction. 

The multiples implied by the transactions set out above will reflect a range of factors, including:  

• Stage of the market – transactions during peak infrastructure investment timeframes tend to attract 
premiums to other transactions. We note that the EBITDA multiples of transactions in the sample 
tend to increase the more recent the transaction. This appears consistent with the more recent 
improved outlook for the various industries, in particular the mining industry, and investment in 
public and social infrastructure, particularly on the East Coast, in conjunction with recent challenging 
markets impacting the historical EBITDA levels. 

• Size of transaction – acquisitions of larger companies tend to occur on higher multiples, for reasons 
including increased resources/capabilities to undertake larger projects, scale economies and lower 
earnings volatility (driven by greater product/geographic diversity and increased capacity to absorb 
single project losses).  

• Historical multiples – the multiples calculated above reflect historical multiples, that is, based on the 
most recent 12 months results prior to the transaction. In circumstances of expected growth in 
forecast earnings it would be reasonable to expect forecast multiples would lie below those based on 
historical results. 

• Control premium – it is reasonable to expect that the final price paid to acquire the target will already 
reflect a pure control premium, as well as any general and specific synergies. Accordingly it is not 
necessary to make any further adjustments to reflect these factors. 

A description of the activities of the target companies and the transaction set out in the table above is 
included in Appendix 6. 

Selection of an appropriate multiple 

In determining an appropriate range of forecast capitalisation multiples for Calibre we have: 

• considered that Calibre’s FY19 actual performance to 30 September 2018 is slightly above the 
budgeted performance 

• Calibre’s forecast FY19 EBITDA margin is largely in line with the mean and median of the 
companies selected for comparison and represents a marginal decline on the prior year 

• considered the nature, operations and size of the listed companies selected for comparison 

• considered the nature and operations of the companies acquired in recent transactions and other 
relevant information, where available, as set out above 

• considered Calibre’s recent strategic changes and sale of G&S Engineering. 

Having regard to these considerations, we consider it appropriate to discount the mean / median EBITDA 
range of the comparable companies and have greater regard to the mean and median EBITDA multiples 
observed in recently completed transactions to reflect the specific circumstances and risks of the Calibre 
business. Therefore the FY18 EBITDA capitalisation multiple range we have used in determining the 
value of Calibre’s operating business, inclusive of a premium for control, is 7.0 times to 7.5 times. 
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Sensitivity analysis 

Notwithstanding that we have already captured various company specific issues related to Calibre in the 
selection of our capitalisation of earnings multiple; in order to provide Calibre’s shareholders with an 
indication of the impact on value of a variance in Calibre’s future earnings, we have set out below a 
sensitivity analysis based on +/-10% to our assessed maintainable earnings of $24.0 million and +/- 0.5 
times our EBITDA multiple. 

Table 18: Sensitivities 

  Maintainable Earnings 
($ million) 21.6 24.0 26.4 
6.5x EBITDA multiple 140.4 156.0 171.6 
7.0x EBITDA multiple 151.2 168.0 184.8 
7.5x EBITDA multiple 162.0 180.0 198.0 
8.0x EBITDA multiple 172.8 192.0 211.2 
8.5x EBITDA multiple 183.6 204.0 224.4 
Notes: 
1 The shaded values reflect our assessed valuation range 

 Source: KPMG Corporate Finance analysis  

10.3.3 Accumulated tax losses 

We have estimated the NPV of the tax benefit related to the revenue tax losses and tax credits held by 
Calibre to be in the order of approximately $14.9 million to $16.7 million based on the level of earnings 
being capitalised. 

10.3.4 Investment in unlisted companies 

Management has advised that the investment shares held are in in two unlisted early stage companies 
which are seeking funding. Management has estimated that market value is unlikely to exceed investment 
cost given the operations of the companies over recent years. We have adopted a range of nil to 
$0.3 million reflecting the original investment cost for these investments. 

10.3.5 Cash and working capital position 

Management has advised that Calibre has been actively managing working capital over recent years, and 
has been particularly capital constrained over the last 12 months, reflecting the Company’s declining 
earnings whilst also being required to pay the remaining obligations on the deferred consideration for 
Diona. 

We have considered the estimated level of net working capital that would be required by Calibre to 
support the level of future maintainable earnings adopted by us having regard to Calibre’s historical net 
working capital metrics, analysis of historical net working capital for our selected listed companies and 
discussions with Management. 

Having regard to the above, we consider Calibre to be in a net working capital deficiency position as at 
30 September 2018. Based on this analysis we do not consider Calibre’s cash position as at 
30 September 2018 to be surplus to working capital requirements and that, any purchaser would be 
required to invest further funds into the business to fund a net working capital deficiency in the order of 
approximately $18 million to $20 million. 
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10.3.6 Borrowings 

As at 30 September 2018, Calibre had a total borrowings of approximately $89.4 million, comprising the 
senior facility, hire purchase arrangements and other borrowings. 

10.3.7 Series B Notes 

We have estimated the market value of the Series B Notes to be in the range of $14.2 million to 
$15.8 million by aggregating: 

• the principal amount of $10.0 million 

• an allowance for accrued interest to 30 September 2018 of approximately $1.5 million; and 

• the embedded option value in the conversion rights attached to the Series B Notes of approximately 
$2.7 million to $4.3 million as set out below. 

In considering the embedded option we have had regard to the terms of the Series B Notes, noting Calibre 
is unable to redeem any Series B Notes without the consent of the Vendors, and Calibre may offer the 
Vendors the option to convert or redeem any or all of the Series B Notes prior to their maturity date, 
however, the Vendors do not have an obligation to convert or redeem. Given the above we consider there 
to be embedded option value in the Series B Notes. Accordingly, we have valued the Series B Notes 
option value by applying the Black-Scholes option pricing model. 

The key assumptions adopted by us include: 

• an exercise price $0.02 per share, reflecting the Conversion Price at maturity for the Series B Notes 

• a ‘spot price’ range based on our assessed value per Calibre share (adjusted to reflect notional 
minority interest) prior to conversion of the Series B Instruments 

• an assumed volatility of 40% 

• the period to maturity based on the Series B Notes maturity date of 31 October 2020. 

We have calculated multiple iterations of the option values to reflect the circularity of the option value 
impact on our assessed value per Calibre share. 

Having regard to the above assumptions, we have assessed the option value of the Series B Notes as lying 
in the range of $2.7 million to $4.3 million. 

10.3.8 Series B CRCPS 

As with the Series A CRCPS, the Series B CRCPS are able to be redeemed or converted to new Calibre 
ordinary shares at Calibre’s election. However, our range of assessed values per share for a Calibre share 
is above the conversion price of the Series B CRCPS, and therefore we have assumed Calibre will not 
elect to convert the Series B CRCPS at 30 September 2018. The market value of the Series B CRCPS is 
calculated by aggregating the principal amount of the Series B CRCPS and the estimated accrued unpaid 
distributions to 30 September 2018. 
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10.3.9 Onerous lease liability 

We have adopted a surplus liability of approximately $11.5 million in respect of Calibre’s onerous leases, 
reflecting the estimated post-tax liability as at 30 September 2018 as discussed previously in Section 8, 
for the purpose of our report. 

10.3.10 Series A CRCPS 

The Series A CRCPS are able to be redeemed or converted to new Calibre ordinary shares at Calibre’s 
election. As our range of assessed values per share for a Calibre share is below the conversion price of the 
Series A CRCPS, we have assumed Calibre will elect to convert the Series A CRCPS at or before they 
reach maturity. We have adopted the estimated dilutionary effect resulting from the conversion of the 
Series A CRCPS and accumulated distributions to 30 September 2018, assuming all distributions to this 
date are capitalised, of 43.2 million ordinary shares in order to calculate a notional diluted number of 
Calibre ordinary shares on issue as at 30 September 2018. Consistent with this assumption we have not 
adjusted our enterprise values for Calibre for any redemption amount or distributions in relation to the 
Series A CRCPS. 

11 Valuation of Calibre following conversion of the Series B Instruments 

11.1 Valuation methodology 
Completion of the Future Conversion will result in the conversion of Calibre’s obligation in respect of 
the Series B Instruments to equity, with a corresponding increase in the number of ordinary shares on 
issue in Calibre calculated at the relevant Conversion Price.  

Accordingly, for the purpose of our valuation of Calibre following the notional conversion of 
the Series B Instruments we have: 

• added back the estimated market value of the Series B Notes (including principal, accrued interest 
and option value) and Series B CRCPS 

• increased the issued capital based on the conversion of the Series B Instruments on 1 November 2019 
and accrued capitalised interest and distributions to 1 November 2019 

• decreased the value of accumulated tax losses at the low end to reflect the uncertainty of the 
Company’s continued ability to utilise those losses following the sale of G&S Engineering and a 
change of control. 

In addition, in order to comply with the requirements of RG 111, we have further adjusted our values for 
Calibre to reflect the removal of the control premium following the Future Conversion based on the 
inverse of the 25% to 40% control premium adopted by us in calculating the values of Calibre prior to the 
conversion of the Series B Instruments. Accordingly we have applied a minority interest discount in the 
range of 20% to 29%.  

11.2 Valuation summary 
We have assessed the value of Calibre following the completion of the Future Conversion to lie in the 
range of $51.6 million to $78.1 million, which equates to between $0.011 to $0.014 per share (including 
minority interest discount). 

https://home.kpmg.com/au/en/home.html


Calibre Group Limited 
Independent Expert Report 

12 November 2018 
 

©2018 KPMG Financial Advisory Services (Australia) Pty Ltd is affiliated with KPMG. KPMG is an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. The KPMG name, logo and ‘cutting 
through complexity’ are registered trademarks or trademarks of KPMG International  

44 
 

Table 19: Summary of assessed market values post the Future Conversion, inclusive of a minority 
discount 

Valuation summary   Value range 
$ million  Low High 
Equity value pre conversion (control basis)   30.7   45.2  
Add back: Series B Notes   14.2   15.8  
Add back: Series B CRCPS   17.2   17.2  
Deduct: Adjustment to tax losses  (10.5) - 
Equity value post conversion (control basis)   51.6   78.1  
Ordinary shares pre-conversion1 (million)   384.2   384.2 
Series B CRCPS - dilution impact2 (millions)    2,828.9   2,828.9  
Series B Notes - dilution impact3 (millions)    660.2   660.2  
Total number of shares - diluted  (millions)  3,873.3   3,873.3  
Value per share (control basis)   $0.013   $0.020  
Minority interest discount  20% 29% 
Value per share (minority interest basis)   $0.011   $0.014  
Notes: 
1 Includes dilutionary impact of Series A CRCPS 
2 Series B CRCPS are assumed to be converted to ordinary shares by Calibre at maturity where our assessed 

value per share is below the conversion price  
3 Assuming the Series B CRCPS are converted at maturity, resulting in a change in control and triggering the 

conversion of the Series B Notes on 1 November 2019 
4 Amounts may not calculate exactly due to rounding 

Source: KPMG Corporate Finance analysis  
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Appendix 1 – KPMG Corporate Finance Disclosures 

Qualifications 

The individuals responsible for preparing this report on behalf of KPMG Corporate Finance are Jason 
Hughes and Sean Collins. Each has a significant number of years’ experience in the provision of 
corporate financial advice, including specific advice on valuations, mergers and acquisitions, as well as 
the preparation of expert reports. 

Jason Hughes is an Authorised Representative of KPMG Corporate Finance and a Partner in the KPMG 
Partnership. Jason is a Fellow of Chartered Accountants Australia and New Zealand, a Senior Fellow of 
the Financial Services Institute of Australasia, a member of the Australasian Institute of Company 
Directors and holds a Bachelor of Commerce and a Graduate Diploma in Applied Finance. Jason has 
extensive experience in the preparation of independent expert reports and corporate valuations. 

Sean Collins is an Authorised Representative of KPMG Corporate Finance and a Partner in the KPMG 
Partnership. Sean is a Fellow of Chartered Accountants Australia and New Zealand, a Fellow of the 
Chartered Institute for Securities and Investments, UK and holds a Bachelor of Commerce. Sean has 
extensive experience in the provision of corporate financial advice, including specific advice on 
valuations and the preparation of expert reports. 

Disclaimers 

It is not intended that this report should be used or relied upon for any purpose other than KPMG 
Corporate Finance’s opinion as to whether the Future Conversion is fair and reasonable to Calibre 
shareholders. KPMG Corporate Finance expressly disclaims any liability to any shareholder who relies or 
purports to rely on the report for any other purpose and to any other party who relies or purports to rely on 
the report for any purpose whatsoever. 

Other than this report, neither KPMG Corporate Finance nor the KPMG Partnership has been involved in 
the preparation of the Explanatory Statement or any other document prepared in respect of the 
Conversion. Accordingly, we take no responsibility for the content of the Explanatory Statement as a 
whole or other documents prepared in respect of the Future Conversion.  

We note that the forward-looking financial information prepared by Calibre does not include estimates as 
to the potential impact of any future changes in taxation legislation in Australia. Future taxation changes 
are unable to be reliably determined at this time. 

Independence 

In addition to the disclosures in our Financial Services Guide, it is relevant to a consideration of our 
independence that, during the course of this engagement, KPMG Corporate Finance provided draft copies 
of this report to Management for comment as to factual accuracy, as opposed to opinions which are the 
responsibility of KPMG Corporate Finance alone. Changes made to this report as a result of those reviews 
have not altered the opinions of KPMG Corporate Finance as stated in this report. 

KPMG Corporate Finance was engaged by Calibre in December 2017 to prepare an independent expert 
report in relation to the potential future conversion of the Series A Notes and Series B Notes. A draft of 
our report was issued to the Company however the Company decided not to pursue shareholder approval 
as a result of implementing its strategic sales process for its businesses. As a result our independent expert 
report was not finalised. KPMG Corporate Finance received a fee of $50,000 for the preparation of our 
draft report. 
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Consent 
KPMG Corporate Finance consents to the inclusion of this report in the form and context in which it is 
included with the Explanatory Statement to be issued to Calibre shareholders. Neither the whole nor any 
part of this report nor any reference thereto may be included in any other document without the prior 
written consent of KPMG Corporate Finance as to the form and context in which it appears. 

Declarations 
Our report has been prepared in accordance with professional standard APES 225 "Valuation Services" 
issued by the Accounting Professional & Ethical Standards Board (APESB). KPMG Corporate Finance 
and the individuals responsible for preparing this report have acted independently.  
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Appendix 2 – Sources of information 
In preparing this report we have been provided with and considered the following sources of information: 

Publicly available information: 

• company presentations and announcements of Calibre 

• annual reports for the periods ended 30 June 2017 and 2018 for Calibre 

• annual reports, company presentations and news releases of comparable companies 

• industry reports sourced from IBISWorld 

• data providers including S&P Capital IQ Pty Ltd, MergerMarket and Connect 4. 

Non-public information provided by Calibre: 

• Management reports to 30 September 2018, including the Q1 forecast for FY19 

• other confidential documents, presentations and workpapers 

In preparing this report, we have held discussions with, and obtained information from, senior 
management of Calibre. 
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Appendix 3 – Industry Overview 
Calibre is a provider of engineering and construction related services to the resources, utilities and urban 
development sectors predominantly in Australia. Outlined below is an overview of the Australian 
engineering consulting (Engineering Consulting) industry, as well as the industry sectors to which 
Calibre is most exposed. 

Engineering Consulting 

Market concentration within the Engineering Consulting industry is relatively low, with the four largest 
companies expected to account for less than 40% of industry revenue in FY18.  

Firms range from large multinationals which possess capabilities across an asset’s lifecycle and servicing 
multiple industries (i.e. Jacobs, Aecom, Bechtel) to either sector specialists (i.e. Macmahon, Arcadis and 
Technip) or capability specialists (i.e. Siape, Logicamms), and smaller boutique firms and sole proprietor 
companies. 

The Engineering Consulting industry is highly competitive, and competition continues to intensify due to 
an increase in the number of sole proprietor and boutique firms and the entry of large global consultancy 
companies. Intense competition between the large multidisciplinary consulting firms is further 
exacerbated by the limited number of large-scale complex multidisciplinary projects available. 

Outlook 

Improved public sector capital expenditure is projected to drive demand for Engineering Consulting, as 
governments tender large infrastructure projects to stimulate the economy. Engineering Consulting firms 
are also anticipated to benefit from rising private capital expenditure on non-residential construction, as 
companies invest in several new industrial projects.  

However, with the mining sector expected to continue with subdued activity, a decline in capital 
expenditure on mining is anticipated to limit overall industry revenue growth given the mining sector is 
one of the industry’s largest markets.  

Overall industry revenue is projected to increase by an annualised 0.6% over the five years through 2022-
238. 

Mining sector 

Historically, Calibre’s revenues have been predominantly sourced from clients in the mining sector, 
particularly iron ore. Since 2000, the rising demand from emerging economies, particularly China, has led 
to a boom in the Australian resources sector with high commodity prices and demand driving increased 
investment in mines and associated infrastructure. During this ‘capital investment phase’, resource 
companies focused on expansion and readily outsourced various services to third party contractors and 
consultants such as Calibre. However, in recent years, market conditions have become increasingly 
challenging with falling commodity prices, driven by: 

• slower demand growth for commodities from emerging countries, in particular China 

                                                 
8 IBISWorld 
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• capacity over-supply as a number of large mining and associated infrastructure projects have 
completed and subsequently shifted towards the production phase which is less capital-intensive. 

Implications for mining engineering consulting services in Australia 

Mining activity in Australia is expected to increasingly focus on output and productivity, rather than 
capital expenditure growth. However, the recovery of the commodity prices and the (modest) increasing 
demand of resources from Asia are expected to drive investment growth in new brownfield and greenfield 
projects in Australia. Nevertheless, the growth in capital expenditure is expected to be modest, and the 
outlook for Engineering Consulting services in the Australian mining industry is expected to remain 
subdued in the short to medium term. 

Iron ore 

Between September 2014 and September 2018 iron ore prices have undergone a period of significant 
volatility, however have been showing signs of recovery since December 2015, as set out in the chart 
below. 

Figure 2: Iron ore price history and forecast  

 
Source: S&P Capital IQ, KPMG Corporate Finance analysis 

Outlook 

Australian iron ore export volumes are anticipated to increase over the next five years through 2022-239 
driven mainly by the expectation that Chinese steel production will continue to grow. However, with iron 
ore prices expected to decline in the period and offset revenue gains from higher production volumes, 
industry revenue is forecast to decline at an annualised 0.8% over the five years through 2022-23. 

Residential and non-residential construction 

Calibre provides feasibility and design services to residential and non-residential construction companies. 
The Australian residential and non-residential construction industry includes companies involved in the 

                                                 
9 IBISWorld  
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construction of homes, apartments, offices, retail shops, infrastructure, education, health, industrial and 
entertainment buildings. 

This sector experienced a decrease in total revenue in 2016/17 mainly driven by the withdrawal of 
government stimulus put in place in the late 2000s to insulate the Australian economy against the global 
financial crisis.  

A summary of the historical and future total revenue for the construction sector in Australia is set out in 
the chart below. 

Figure 3: Revenue of the construction sector in Australia    

Source: IBISWorld, KPMG Corporate Finance analysis 

Demand in the residential and non-residential construction sector is driven by the following factors: 

• economic growth: Australia’s real GDP is forecast to grow at a CAGR of between 3.00% and 3.25% 
p.a. from 2017 to 201910  

• population growth: Australia’s population is projected to grow at a CAGR of between 1.0% and 1.9% 
p.a. between 2017 to 203011 

• interest rates: interest rates affect the demand for housing by both owner-occupiers and investors.  

Outlook 

The residential building construction industries are forecast to remain an important source of demand for 
the construction industry over the next five years, despite an expected short-term decline in housing 
investment. Housing demand is also likely to be subdued by the projected rise in mortgage interest rates 
from 2018 onwards. However, total residential building construction demand is projected to eventually 
strengthen over the next five years.  

Demand for non-residential building construction is projected to grow by an annualised 1.3% over the 
five years through 202212, supported by investment in both commercial and institutional building 

                                                 
10 Reserve Bank of Australia 
11 Australian Bureau of Statistics 
12 IBISWorld 
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projects. Changing consumer preferences for online services and shopping are projected to challenge 
commercial construction, as online shopping’s popularity will reduce the need for physical retail stores 
and generate higher demand for warehouses and office spaces.  
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Appendix 4 – Valuation methodology 
Capitalisation of earnings 
An earnings based approach estimates a sustainable level of future earnings for a business ('maintainable 
earnings') and applies an appropriate multiple to those earnings, capitalising them into a value for the 
business. The earnings bases to which a multiple is commonly applied include Revenue, EBITDA, EBIT 
and NPAT. 

In considering the maintainable earnings of the business being valued, factors to be taken into account 
include whether the historical performance of the business reflects the expected level of future operating 
performance, particularly in cases of development, or when significant changes occur in the operating 
environment, or the underlying business is cyclical. 

With regard to the multiples applied in an earnings based valuation, they are generally based on data from 
listed companies and recent transactions in a comparable sector, but with appropriate adjustment after 
consideration has been given to the specific characteristics of the business being valued. The multiples 
derived for comparable quoted companies are generally based on security prices reflective of the trades of 
small parcels of shares. As such, multiples are generally reflective of the prices at which portfolio 
interests change hands. That is there is no premium for control incorporated within such pricing. They 
may also be impacted by illiquidity in trading of the particular stock. Accordingly, when valuing a 
business en bloc (100 percent) we would also reference the multiples achieved in recent mergers and 
acquisitions, where a control premium and breadth of purchaser interest are reflected. 

An earnings approach is typically used to provide a market cross-check to the conclusions reached under 
a theoretical DCF approach or where the entity subject to valuation operates a mature business in a 
mature industry or where there is insufficient forecast data to utilise the DCF methodology. 

Discounted cash flow 
Under a DCF approach, forecast cash flows are discounted back to the Valuation Date, generating a net 
present value for the cash flow stream of the business. A terminal value at the end of the explicit forecast 
period is then determined and that value is also discounted back to the Valuation Date to give an overall 
value for the business. 

In a DCF analysis, the forecast period should be of such a length to enable the business to achieve a 
stabilised level of earnings, or to be reflective of an entire operation cycle for more cyclical industries. 
Typically a forecast period of at least five years is required, although this can vary by industry and by 
sector within a given industry. 

The rate at which the future cash flows are discounted (the Discount Rate) should reflect not only the 
time value of money, but also the risk associated with the business’ future operations. This means that in 
order for a DCF to produce a sensible valuation figure, the importance of the quality of the underlying 
cash flow forecasts is fundamental. 

The Discount Rate most generally employed is the Weighted Average Cost of Capital (WACC), 
reflecting an optimal (as opposed to actual) financing structure, which is applied to unleveraged cash 
flows and results in an Enterprise Value for the business. Alternatively, for some sectors it is more 
appropriate to apply an equity approach instead, applying a cost of equity to leveraged cash flows to 
determine equity value. 

In calculating the terminal value, regard must be had to the business’ potential for further growth beyond 
the explicit forecast period. This can be calculated using either a capitalisation of earnings methodology 
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or the 'constant growth model', which applies an expected constant level of growth to the cash flow 
forecast in the last year of the forecast period and assumes such growth is achieved in perpetuity. 

Net assets or cost based 
Under a net assets or cost based approach, total value is based on the sum of the net asset value or the 
costs incurred in developing a business to date, plus, if appropriate, a premium to reflect the value of 
intangible assets not recorded on the balance sheet. 

Net asset value is determined by marking every asset and liability on (and off) the company’s balance 
sheet to current market values. A premium is added, if appropriate, to the marked-to-market net asset 
value, reflecting the profitability, market position and the overall attractiveness of the business. The net 
asset value, including any premium, can be matched to the ‘book’ net asset value, to give a price to net 
assets, which can then be compared to that of similar transactions or quoted companies. 

A net asset or cost based methodology is most appropriate for businesses where the value lies in the 
underlying assets and not the ongoing operations of the business (e.g. real estate holding companies). A 
net asset approach is also useful as a cross check to assess the relative riskiness of the business (e.g. 
through measures such as levels of tangible asset backing). 

Enterprise or equity value 
Depending on the valuation approach selected and the treatment of the business’ existing debt position, 
the valuation range calculated will result in either an enterprise value or an equity value being determined. 

An enterprise value reflects the value of the whole of the business (i.e. the total assets of the business 
including fixed assets, working capital and goodwill/intangibles) that accrues to the providers of both debt 
and equity. An enterprise value will be calculated if a multiple is applied to unleveraged earnings (i.e. 
revenue, EBITDA, EBITA or EBIT) or unleveraged free cash flow. 

An equity value reflects the value that accrues to the equity holders. To compare an enterprise value to an 
equity value, the level of net debt must be deducted from the enterprise value. An equity value will be 
calculated if a multiple is applied to leveraged earnings (i.e. NPAT) or free cash flow, post debt servicing. 
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Appendix 5 – Comparable companies 

• Cardno Limited, a professional infrastructure and environmental services company, engages in the 
development and improvement of physical and social infrastructure for communities worldwide. It 
serves the building, land, coastal and ocean, environment, international development, management 
services, energy and resources, transportation, water, and defence market sectors. Cardno Limited 
was founded in 1945 and is headquartered in Fortitude Valley, Australia.  

• RCR Tomlinson Limited, a multi-disciplinary engineering and infrastructure company that provides 
engineering solutions to the infrastructure, energy, and resources sectors in Australia and 
internationally. RCR Tomlinson Limited was founded in 1979 and is headquartered in Sydney, 
Australia 

• GR Engineering Services Limited is an engineering, consulting, and contracting company, providing 
engineering design and construction services to the mining and mineral processing industries in 
Australia and internationally. It operates through mineral processing, and oil and gas segments. Its 
services cover various aspects of projects, including initial evaluation and study phase, as well as 
design, construction, commissioning, and operational support. GR Engineering Services Limited was 
founded in 1986 and is based in Ascot, Australia 

• Lycopodium Limited provides engineering consultancy services in the mining, metallurgical, rail, and 
manufacturing industries in Australia and internationally. Lycopodium Limited was founded in 1992 
and is based in East Perth, Australia 

• Southern Cross Electrical Engineering Limited provides electrical, instrumentation, communication, 
and maintenance services to mining, industrial, utilities, and oil and gas markets in Australia, South 
America, and the Caribbean. Its construction division installs and commissions greenfield and 
brownfield projects in remote environments. Its infrastructure division provides various electrical 
infrastructure works. Its services division offers multi-disciplined brownfields operational support, 
programed and breakdown maintenance, planned shutdown management, and sustaining capital 
project development to the mineral resources, oil and gas, heavy industry, and offshore industries. 
Southern Cross Electrical Engineering Limited was founded in 1978 and is headquartered in Naval 
Base, Australia 

• Decmil Group Limited provides design, engineering, and construction works for natural resources, 
government, and infrastructure sectors in Australia and internationally. It operates through three 
segments: construction and engineering, accommodation, and other. Decmil Group Limited was 
founded in 1979 and is headquartered in Osborne Park, Australia.  

• Mastermyne Group Limited provides contracting services to the underground long wall mining 
operations in Australia. It operates through two segments, Mastermyne and Mastertec. The 
Mastermyne segment offers project management, labour and equipment hiring, underground roadway 
development, underground ventilation device installation, bulk materials handling system installation 
and relocation, and underground mine support services, as well as underground conveyor installation, 
extension, and maintenance services. The Mastertec segment provides a range of above-ground 
contracting services to ports, resources, industrial, and infrastructure sectors. Mastermyne Group 
Limited was founded in 1996 and is headquartered in Mackay, Australia 

• Watpac Limited operates as a construction and civil and mining services company in Australia. It 
operates through three segments: contracting, civil and mining, and property. Watpac Limited was 
founded in 1983 and is headquartered in Newstead, Australia.  
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• Valmec Limited is a diversified energy and infrastructure services group, providing equipment, 
construction, commissioning, and maintenance services to the oil and gas, resources, and 
infrastructure sectors in Australia. Valmec Limited was founded in 1988 and is headquartered in 
Kewdale, Australia. 

• LogiCamms Limited provides engineering consulting, project delivery, environmental consulting, 
asset performance, and training services in Australia, New Zealand, Papua New Guinea, and 
internationally. It services the hydrocarbons, minerals and metals, and infrastructure sectors. 
LogiCamms Limited was founded in 1988 and is based in Brisbane, Australia 
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Appendix 6 – Comparable transactions 

• SRG Limited (SRG) provides various services for construction and mining industries in Australia, 
Hong Kong, and the United Arab Emirates. It operates through construction and mining segments. 
SRG Limited was founded in 1961 and is headquartered in Subiaco, Australia. Global Construction 
Services Limited (GCS) entered into a scheme of arrangement to acquire SRG for A$150 million in a 
merger of equals in June 2018.  

• TMM Group Pty Ltd (TMM) provides civil construction, operations, and maintenance services to the 
Queensland coal mining industry. TMM was incorporated in 2010 and is based in Brisbane, 
Australia. In January 2018, Macmahon Holdings Limited (Macmahon) signed an agreement to 
acquire TMM.  

• Opus International Consultants Limited (Opus) is a New Zealand based consulting firm providing 
services in areas of infrastructure, architecture, water, environment, asset development and 
management solutions. WSP Global (a Canada-based consultancy service provider) announced the 
transaction in August 2017, stating its intention to merge Opus with its existing New Zealand 
operations in order to position itself to participate in expected large infrastructure works 

• Seymour Whyte Limited is an engineering and construction company in Australia, with a special 
focus in civil and utilities infrastructure. Vinci Construction SA (subsidiary of Vinci SA, a listed 
France-based company involved in building, heavy construction, civil engineering and other 
industrial projects) announced the transaction in June 2017, stating the acquisition would enable it to 
expand synergies with its existing operations in Australia 

• UGL Limited provides outsourced engineering, construction, and asset management and maintenance 
services to blue-chip companies, government agencies, private enterprise, and public institutions in 
Australia and internationally. Cimic Group Ltd, an Australian construction company, announced the 
transaction in October 2016, which involved the acquisition of the remaining 86 percent stake in 
UGL Limited. Given the negative results of the UGL operations in FY16, the implied EBITDA 
multiple is not meaningful  

• Ausenco Limited provides engineering, construction, and project management services to the 
resources and energy markets in Australia and internationally. RCF Capital Fund announced the 
acquisition of a 94.8 percent interest in Ausenco Limited in a leveraged buyout transaction in May 
2016. Given the negative results of the Ausenco Limited operations at the time of the transaction, the 
implied EBITDA multiple is not meaningful  

• Sedgman Limited provides mineral processing and associated infrastructure solutions to the resources 
industry in Australia, Canada, Chile, Mozambique, and internationally. Cimic Group Ltd, an 
Australian construction company, announced the acquisition via an unsolicited bid of the remaining 
63 percent interest, which it did not already own 

• J&P Richardson Industries Pty Ltd provides services in the fields of engineering, installation and 
maintenance of electricity networks, water utilities, telecommunications and industrial processes. 
VINCI Energies S.A announced the acquisition of J & P Richardson Industries Pty Ltd. for 
€69 million in February 2016, stating the acquisition confirmed its momentum in the oceanic region 
and reflected its strategy of expansion in countries with high economic growth rates 

• Coffey International Limited provides consulting services in the geoservices, international 
development, and project management areas worldwide. Tetra Tech, Inc., a listed US-based provider 
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of consulting and engineering services, announced the transaction in October 2015. Tetra Tech stated 
the acquisition would make the combined group the leading consulting firm for international 
development, supporting the US Agency for International Development, Australia's Department for 
Foreign Affairs and Trade and the UK's Department for International Development 

• Cardno Limited is an infrastructure and environment services provider operating in the physical and 
social infrastructure industries both in Australia and globally. Crescent Capital Partners announced 
the potential transaction in September 2015, following a period of sustained share price depreciation 
for Cardno and the mining services industry throughout 2014 and 2015. The purchase was undertaken 
in order to consolidate the firm’s current 19.62% ownership in Cardno 

• Production Solutions is an engineering services, maintenance and well management service in the 
Australian oil and gas sector. GR Engineering purchased Production Solutions in April 2014 during a 
period of historically high oil prices. The purchase was undertaken in order to extend the services GR 
Engineering could provide in the Australian hydrocarbon market 

• Sinclair Knight Merz provides a range of engineering services, including consulting, planning 
architecture, and construction management services within civil and mining infrastructure 
development industries. Jacobs Australia’s purchase of Sinclair Knight Merz occurred in late 2013, at 
the height of the mining investment boom. The purchase was undertaken in order to expand Jacobs’ 
global market share and service offering across further markets 

• Clough provides engineering, procurement, construction and commissioning services within the oil, 
gas and minerals sector in Australia. Murray Roberts acquisition of the remaining free floating shares 
in Clough in late 2013 consolidated its Australian operations 

• Transfield Worley was a joint venture between Transfield Services Limited and WorleyParsons 
Limited and provides construction, maintenance and design services in the power, oil, gas, refining 
and petrochemical industry in New Zealand. The acquisition enabled WorleyParsons the opportunity 
to expand an existing presence in the New Zealand hydrocarbon market 

• Eastcoast Development Engineering provides engineering, manufacturing, construction and 
maintenance services for the hydrocarbon, mining and processing industries in Australia and 
internationally. Decmil acquisition of the business in early 2013 occurred during a period of high 
growth in the Queensland coal seam gas industry, and allowed Decmil to grow its service offerings 
for its Construction and Engineering divisions. 
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Part Two – Financial Services Guide 
Dated 12 November 2018 

What is a Financial Services Guide (FSG)? 

This FSG is designed to help you to decide whether to use any of the general financial product advice provided by KPMG 
Financial Advisory Services (Australia) Pty Ltd ABN 43 007 363 215, Australian Financial Services Licence Number 246901 
(of which KPMG Corporate Finance is a division) (KPMG Corporate Finance) and Jason Hughes as an authorised 
representative of KPMG Corporate Finance, authorised representative number 404183 and Sean Collins as an authorised 
representative of KPMG Corporate Finance, authorised representative number 404189 (Authorised Representative).  
This FSG includes information about: 
 KPMG Corporate Finance and its Authorised Representatives and how they can be contacted 
 the services KPMG Corporate Finance and its Authorised Representative are authorised to provide  
 how KPMG Corporate Finance and its Authorised Representative are paid 
 any relevant associations or relationships of KPMG Corporate Finance and its Authorised Representative  
 how complaints are dealt with as well as information about internal and external dispute resolution systems and how you can 

access them; and the compensation arrangements that KPMG Corporate Finance has in place. 
The distribution of this FSG by the Authorised Representative has been authorised by KPMG Corporate Finance. 
This FSG forms part of an Independent Expert’s Report (Report) which has been prepared for inclusion in a disclosure 
document or, if you are offered a financial product for issue or sale, a Product Disclosure Statement (PDS). The purpose of the 
disclosure document or PDS is to help you make an informed decision in relation to a financial product. The contents of the 
disclosure document or PDS, as relevant, will include details such as the risks, benefits and costs of acquiring the particular 
financial product. 

 
Financial services that KPMG Corporate Finance and the 
Authorised Representative are authorised to provide 

KPMG Corporate Finance holds an Australian Financial 
Services Licence, which authorises it to provide, amongst other 
services, financial product advice for the following classes of 
financial products:  
 deposit and non-cash payment products; 
 derivatives; 
 foreign exchange contracts; 
 government debentures, stocks or bonds; 
 interests in managed investment schemes including       

investor directed portfolio services;  
 securities; 
 superannuation; 
 carbon units; 
 Australian carbon credit units; and 
 eligible international emissions units, 
to retail and wholesale clients. We provide financial product 
advice when engaged to prepare a report in relation to a 
transaction relating to one of these types of financial products. 
The Authorised Representative is authorised by KPMG 
Corporate Finance to provide financial product advice on 
KPMG Corporate Finance's behalf. 
 
KPMG Corporate Finance and the Authorised 
Representative's responsibility to you 
KPMG Corporate Finance has been engaged by Calibre 
(Client) to provide general financial product advice in the form 
of a Report to be included in the Explanatory Statement 
(Document) prepared by Client in relation to the Future 
Conversion (Transaction). 
You have not engaged KPMG Corporate Finance or the 
Authorised Representative directly but have received a copy of 
the Report because you have been provided with a copy of the 
Document. Neither KPMG Corporate Finance nor the 

Authorised Representative are acting for any person other than 
the Client. 
KPMG Corporate Finance and the Authorised Representative 
are responsible and accountable to you for ensuring that there is 
a reasonable basis for the conclusions in the Report. 

General Advice 

As KPMG Corporate Finance has been engaged by the Client, 
the Report only contains general advice as it has been prepared 
without taking into account your personal objectives, financial 
situation or needs.  
You should consider the appropriateness of the general advice 
in the Report having regard to your circumstances before you 
act on the general advice contained in the Report.  
You should also consider the other parts of the Document before 
making any decision in relation to the Transaction. 

Fees KPMG Corporate Finance may receive and 
remuneration or other benefits received by our 
representatives 

KPMG Corporate Finance charges fees for preparing reports. 
These fees will usually be agreed with, and paid by, the Client.  
Fees are agreed on either a fixed fee or a time cost basis. In this 
instance, the Client has agreed to pay KPMG Corporate 
Finance $40,000 for preparing the Report. KPMG Corporate 
Finance and its officers, representatives, related entities and 
associates will not receive any other fee or benefit in 
connection with the provision of the Report. 
 
KPMG Corporate Finance officers and representatives 
(including the Authorised Representative) receive a salary or a 
partnership distribution from KPMG’s Australian professional 
advisory and accounting practice (the KPMG Partnership). 
KPMG Corporate Finance's representatives (including the 
Authorised Representative) are eligible for bonuses based on 
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overall productivity. Bonuses and other remuneration and 
benefits are not provided directly in connection with any 
engagement for the provision of general financial product 
advice in the Report. Further details may be provided on 
request. 

Referrals 

Neither KPMG Corporate Finance nor the Authorised 
Representative pay commissions or provide any other benefits 
to any person for referring customers to them in connection 
with a Report. 

Associations and relationships 

Through a variety of corporate and trust structures KPMG 
Corporate Finance is controlled by and operates as part of the 
KPMG Partnership. KPMG Corporate Finance's directors and 
Authorised Representatives may be partners in the KPMG 
Partnership. The Authorised Representatives are partners in the 
KPMG Partnership. The financial product advice in the Report 
is provided by KPMG Corporate Finance and the Authorised 
Representatives and not by the KPMG Partnership. 
From time to time KPMG Corporate Finance, the KPMG 
Partnership and related entities (KPMG entities) may provide 
professional services, including audit, tax and financial 
advisory services, to companies and issuers of financial 
products in the ordinary course of their businesses. 
KPMG entities have previously provided advisory services to 
the Client for which professional fees have been received. Over 
the past two years professional fees of approximately $50,000 
have been received from the client for these services. 
KPMG entities have not been involved in setting the terms of 
the Series B Instruments. 
KPMG entities have not provided any services to the Vendors 
over the past two years. 
No individual involved in the preparation of this Report holds a 
substantial interest in, or is a substantial creditor of, the Client 
or has other material financial interests in the transaction. 

Complaints resolution 

Internal complaints resolution process 
If you have a complaint, please let either KPMG Corporate 
Finance or the Authorised Representative know.  Formal 
complaints should be sent in writing to The Complaints Officer, 
KPMG, PO Box H67, Australia Square, Sydney NSW 1213. If 
you have difficulty in putting your complaint in writing, please 
telephone the Complaints Officer on 02 9335 7000 and they 
will assist you in documenting your complaint. 
Written complaints are recorded, acknowledged within 5 days 
and investigated. As soon as practical, and not more than 45 
days after receiving the written complaint, the response to your 
complaint will be advised in writing. 
External complaints resolution process 
If KPMG Corporate Finance or the Authorised Representative 
cannot resolve your complaint to your satisfaction within 45 
days, you can refer the matter to the Financial Ombudsman 
Service (FOS). FOS is an independent company that 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 FOS are available at the FOS website 
www.fos.org.au or by contacting them directly at: 

Address: Financial Ombudsman Service Limited, GPO 
Box 3, Melbourne Victoria 3001  

Telephone:  1300 78 08 08  
Facsimile:  (03) 9613 6399  
Email:  info@fos.org.au. 
 
The Australian Securities and Investments Commission also has 
a freecall infoline on 1300 300 630 which you may use to 
obtain information about your rights. 

Compensation arrangements 

KPMG Corporate Finance has professional indemnity insurance 
cover as required by the Corporations Act 2001(Cth). 

Contact Details 

You may contact KPMG Corporate Finance or the Authorised 
Representative using the contact details: 
KPMG Corporate Finance  
A division of KPMG Financial Advisory Services (Australia) 
Pty Ltd  
10 Shelley St 
Sydney NSW 2000 
 
Jason Hughes 
C/O KPMG 
PO Box H67 
Australia Square  
NSW 1213 
Telephone:  (02) 9335 7000 
Facsimile: (02) 9335 7000 

https://home.kpmg.com/au/en/home.html
http://www.fos.org.au/
mailto:info@fos.org.au
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