PROSPECTUS DATED 10 OCTOBER 2012

(REGISTERED BY THE MONETARY AUTHORITY OF
SINGAPORE ON 10 OCTOBER 2012)
This document is important. If you are in any doubt as to the
action you should take, you should consult your legal,
financial, tax, or other professional adviser.
We have made an application to the Singapore Exchange Securities Trading
Limited (“SGX-ST”) for permission to deal in, and for quotation of, all the
ordinary shares (the “Shares”) in the capital of Geo Energy Resources
Limited (the “Company”) already issued (including the Vendor Shares (as
defined herein)) and the new Shares (the “New Shares”) which are the
subject of this Invitation (as defined herein). Such permission will be granted
when our Company has been admitted to the Official List of the SGX-ST.
The dealing in and quotation of our Shares will be in Singapore dollars. Prior
to this invitation, there has been no public market for our Shares.
Acceptance of applications for the Invitation Shares (as defined herein) will
be conditional upon, inter alia, the issue of the New Shares and permission
being granted by the SGX-ST to deal in, and for quotation of, all the existing
issued Shares (including the Vendor Shares) and the New Shares. If the
completion of the Invitation does not occur because the said permission is
not granted or for any other reason, monies paid in respect of any
application accepted will be returned to you subject to applicable laws, at
your own risk, without interest or any share of revenue or other benefit
arising therefrom and you will not have any claims against us, the Vendors,
the Issue Manager, the Joint Underwriters or the Joint Placement Agents (as
defined herein).
The SGX-ST assumes no responsibility for the correctness of any of the
statements made, reports contained or opinions expressed in this
Prospectus. Admission to the Official List of the SGX-ST is not to be taken
as an indication of the merits of the Invitation, our Company, our
Subsidiaries, our Shares (including the Vendor Shares) and the New
Shares.
A copy of this Prospectus has been lodged with and registered by the
Monetary Authority of Singapore (the ‘‘Authority’’). The Authority assumes
no responsibility for the contents of this Prospectus. Registration of this
Prospectus by the Authority does not imply that the Securities and Futures

Act (Chapter 289) of Singapore, or any other legal or regulatory
requirements, have been complied with. The Authority has not, in any way,
considered the merits of our Shares (including the Vendor Shares) and the
New Shares. We have not lodged or registered this Prospectus in any other
jurisdiction.
No Shares will be allotted and/or allocated on the basis of this Prospectus
later than six months after the date of registration of this Prospectus by the
Authority.
Investing in our Shares involves risks which are described in the
“RISK FACTORS” section of this Prospectus.

(Incorporated in the Republic of Singapore on 24 May 2010)
(Company Registration Number 201011034Z)

Invitation in respect of 289,264,000 Invitation Shares comprising
258,348,252 New Shares and 30,915,748 Vendor Shares as follows:(i)

3,000,000 Offer Shares at S$0.325 each by way of public offer; and

(ii) 286,264,000 Placement Shares at S$0.325 each by way of placement,
payable in full on application.
Issue Manager

CANACCORD GENUITY SINGAPORE PTE. LTD.
(Incorporated in the Republic of Singapore)
(Company Registration Number: 200713620D)

Joint Underwriters and Joint Placement Agents

CANACCORD GENUITY SINGAPORE PTE. LTD.

UOB KAY HIAN PRIVATE LIMITED

Applications should be received by 12.00 noon on 17 October 2012 or such other date and time as our Company
and the Vendors may, in consultation with the Issue Manager, decide subject to any limitations under all
applicable laws.

Corporate Profile
WE ARE A COAL MINING GROUP THAT COMMENCED BUSINESS
OPERATIONS IN 2008 AND HAS AN ESTABLISHED TRACK
RECORD IN THE OPERATION OF COAL MINING SITES FOR THE
PURPOSE OF COAL PRODUCTION AND COAL SALE IN
INDONESIA. OUR COAL PRODUCTION OPERATIONS ARE
PRIMARILY LOCATED IN KALIMANTAN, INDONESIA.

such as coal demand and operational conditions. We have our own mining
equipment and vehicle fleet comprising dump trucks, articulated dump trucks,
excavators, bulldozers, wheel loaders, road graders and a road compactor, which
we use to remove overburden, produce coal, haul coal and construct and
maintain haulage roads. We also have an in-house safety team which
complements and supports the mining site safety officer required under
Indonesian mining law.

As at the Latest Practicable Date, we have been operating as a (i) mine operator
(operating coal mining sites owned by third party mine owners under coal
cooperation contracts awarded by the respective third party mine owners); (ii)
mine owner cum operator (operating our own coal mining sites); and (iii) mine
contractor (providing specific mine contracting services to third party mine
owners). Post 30 September 2012, in compliance with the New Mining Law, our
Group ceased to be a mine operator under coal cooperation contracts.

To date, our Group has successfully secured a total of eight (8) coal cooperation
contracts and produced approximately 2.6 million tonnes of coal with calorific
value ranging from 3,500 kcal/kg (GAR) to in excess of 5,500 kcal/kg (GAR).

Our scope of operations as a mine owner cum operator primarily include
production planning and scheduling, securing and/or maintaining licenses
and/or permits, land clearing and overburden removal, coal excavation,
crushing and transportation, land reclamation and rehabilitation as well as coal
sales. We produce regular production plans taking into account various factors

In February 2012, our Group entered into our first mining contracting services
contract with a mine owner, PT Borneo Mitra Sejahtera, pursuant to which our
Group shall provide overburden removal and coal hauling services for the mine
located at Kutai Kartanegara Regency, East Kalimantan, Indonesia (”Borneo
Mine”). Operations commenced in September 2012 and shall continue
throughout the economic life of the Borneo Mine.

Prospects

In 2011, we obtained our own Mining Concession to undertake coal production
activities at the 4,570 ha BEK Concession Area located at Kutai Barat Regency, East
Kalimantan Province, Indonesia.

As our mining operations and coal sale activities are located in Indonesia, our growth prospects are linked to the developments in the
Indonesian coal market. Accordingly, given the continuing growth trend in the Indonesian coal market, we believe our Company will be
able to ride on this trend and continue to enjoy growth in the coming years.
According to the Indonesian Coal Mining Association, annual Indonesian coal production is expected to reach 560 million tonnes by
2025 from 325 million tonnes in 2010(1). Indonesia’s two main export markets are China and India which accounted for approximately
137 million tonnes and 90 million tonnes of Indonesia’s coal exports respectively in 2011(2).
Despite concerns about the global slowdown, global coal demand is expected to remain strong, primarily from China, in the medium to
long term. This can be seen from coal imports by China being reported at 24.27
million tonnes in July 2012, a 14.2% increase from a year ago in July 2011.
Furthermore, China imported a total of 164.12 million tonnes of coal
from January to July of 2012, a 55% increase year on year(3).
Domestic coal demand is expected to grow. Estimates by
the Indonesian Coal Mining Association reflect that
domestic coal sales in Indonesia are expected to
grow from 60 million tonnes in 2010 to 300
million tonnes in 2025(1).
The confidence in the Indonesian coal
market is underpinned by Indonesia’s
position as the largest coal exporter in
the world in 2011(4) and Indonesia’s key
export markets, China and India,
expecting to account for 67% and 33%
of global coal growth to 2030(5).

Notes:(1) Source: Indonesia Coal Mining Outlook,
presented by Bob Kamandanu, Chairman of
Indonesian Coal Mining Association at IEA
Workshop, Beijing, 14 April 2011
(2) Source: Coal Asia (Dec 2011 – Jan 2012 Issue):
“Exciting Coal Outlook for 2012”
(3) Source: General Administration of Customs of the
People’s
Republic
of
China’s
website
www.customs.gov.cn on 12 August 2012
(4) Source: Coal Facts 2012 issued by the World Coal
Association and dated August 2012
(5) Source: “Energy Outlook 2030” booklet issued by BP,
dated January 2012 which was made available to the
public

Our Areas Of Operations
Mine Contracting Services
BEK
Mining
Concession

• Entered into Agreement with PT Borneo Mitra
Sejahtera in Feb’ 12
• Overburden removal and coal hauling services
• Operations commenced in Sep’ 12

Mine
Contracting
Services

BEK Mining Concession

BEK Contracting Services

Order Book
As at the Latest Practicable Date, our Group had
outstanding orders amounting to approximately

US$28.8 MILLION
All of our outstanding orders are expected
to be fulfilled by the end of FY2013.

BEK Mining Concession
• 4,570ha in Kutai Barat Regency, East Kalimantan
• 6-year mine with 12.5m tonnes of reserves
• 30.7m tonnes of resources in addition of reserves
• Average calorific value of >3,400 kcal/kg (GAR)
• Production commenced in Feb’ 12
• Approx. 445,000 tonnes mined as at 17 Sep’ 12
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Legend:

Work activity undertaken by our Group

Mine Contractor
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Work activity undertaken by our Group

Work activity undertaken by third party mine owner

Competitive
Strengths
Knowledgeable
and experienced
management

Extensible
customer network
and established
reputation

Cordial working
relationship with
regulatory
authorities and local
communities in
Kalimantan

Comprehensive
fleet of mining
equipment

Future Plans
Acquisition of additional
mining equipment and
machinery
Construction of jetty and
barge loading facilities

Business Expansion

Broadening Customer Base
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DEFINITIONS
In this Prospectus and the accompanying Application Forms and, in relation to Electronic Applications,
the instructions appearing on the screens of the ATMs of Participating Banks or the IB websites of
the relevant Participating Banks, unless the context otherwise requires, the following definitions apply
throughout where the context so admits:Companies within our Group
“Company”

:

Geo Energy Resources Limited

“Group”

:

Our Company and our subsidiaries as at the date of this
Prospectus

“BEK”

:

PT Bumi Enggang Khatulistiwa

“GCI”

:

Geo Coal International Pte. Ltd.

“GEC”

:

PT Geo Energy Coalindo

“MNP”

:

PT Mitra Nasional Pratama

“MRP”

:

PT Mitra Riau Pratama

“SBJ”

:

PT Sumber Bara Jaya

“Ample China”

:

Ample China International Limited

“Authority”

:

The Monetary Authority of Singapore

“BLHD”

:

The Environmental Control Agency (Badan Lingkungan Hidup
Daerah) of Indonesia

“Borneo”

:

PT Borneo Mitra Sejahtera

“CDP”

:

The Central Depository (Pte) Limited

“CPF”

:

The Central Provident Fund

“Issue Manager” or “CGS”

:

Canaccord Genuity Singapore Pte. Ltd. (formerly known as
Collins Stewart Pte. Limited)

“Joint Placement Agents”

:

Canaccord Genuity Singapore Pte. Ltd. and UOB Kay Hian
Private Limited

“Joint Underwriters”

:

Canaccord Genuity Singapore Pte. Ltd. and UOB Kay Hian
Private Limited

“Master Resources”

:

Master Resources International Limited

“Melati Family”

:

Refers to the following individuals in the Melati family: Charles
Antonny Melati, Huang She Thong, Richard Kennedy Melati, Ng
See Yong and Yanto Melati

Others
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DEFINITIONS
“Ministry of Energy and
Mineral Resources”

:

The Indonesian Ministry of Energy and Mineral Resources

“Ministry of Forestry”

:

The Indonesian Ministry of Forestry

“Participating Banks”

:

United Overseas Bank Limited and its subsidiary, Far Eastern
Bank Limited (“UOB Group”); DBS Bank Ltd (including POSB)
(“DBS Bank”) and Oversea-Chinese Banking Corporation Limited
(“OCBC Bank”)

“PE”

:

PT Prima Energytama

“Prima Group”

:

PT Prima Energytama, its subsidiaries (whether present or
future) and associates (whether present or future)

“Promoter”

:

Any member of the Melati Family or Surya Family, collectively the
“Promoters”

“Promoter Entity”

:

An entity (whether present or future) directly or indirectly
controlled by a Promoter and/or held by an Associate of a
Promoter (whether present or future), collectively the “Promoter
Entities”

“SGX-ST”

:

Singapore Exchange Securities Trading Limited

“Subsidiaries”

:

Subsidiaries of our Company, being GEC, GCI, MRP, MNP, SBJ
and BEK

“Surya Family”

:

Refers to the following individuals in the Surya family: Dhamma
Surya and Darmin

“UOBKH”

:

UOB Kay Hian Private Limited

“Act” or “Companies Act”

:

The Companies Act (Chapter 50) of Singapore as amended,
supplemented or modified from time to time

“Adjustment”

:

The transfer of an aggregate of 607,400 Shares by the PreInvitation Investors to Master Resources and its nominees
pursuant to the Adjustment Agreements

“Adjustment Agreements”

:

The T1 Adjustment Agreement, T2 Adjustment Agreement, T3
Adjustment Agreement, T4 Adjustment Agreement and T5
Adjustment Agreement

“Application Forms”

:

The printed application forms to be used for the purpose of the
Invitation and which form part of this Prospectus

“Application List”

:

The list of applications for subscription and/or purchase, as the
case may be, of the Invitation Shares

General
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DEFINITIONS
“Articles of Association”

:

The articles of association of our Company

“Associate”

:

(a)

(b)

in relation to any director, chief executive officer,
substantial shareholder or controlling shareholder (being
an individual) means:
(i)

his immediate family;

(ii)

the trustees of any trust of which he or his
immediate family is a beneficiary or, in the case of a
discretionary trust, is a discretionary object; or

(iii)

any company in which he and his immediate family
together (directly or indirectly) have an interest of
30.0% or more;

in relation to a substantial shareholder or a controlling
shareholder (being a company) means any other company
which is its subsidiary or holding company or is a
subsidiary of such holding company or one in the equity
of which it and/or such other company or companies taken
together (directly or indirectly) have an interest of 30.0% or
more

“ATM”

:

Automated teller machine of a Participating Bank

“Audit Committee”

:

The audit committee of our Company as at the date of this
Prospectus, unless otherwise stated

“BEK Assignment Agreement”

:

The assignment agreement dated 31 December 2011 and
entered into between Edy Gunawan, Laurensius, Charles
Antonny Melati, Darmin (acting as president director of SBJ), and
Richard Kennedy Melati

“BEK Concession Area”

:

The concession area of 4,570 ha located in the Districts of Tering
and Long Iram, Kutai Barat Regency, East Kalimantan Province,
which is the subject of award for the BEK Mining Concession

“BEK Exploration IUP”

:

The exploration mining business license for coal mining material
with an area of 4,570 ha which is located in the Districts of
Tering and Long Iram, Kutai Barat Regency, East Kalimantan
Province based on the Decree of Kutai Barat Regent Number:
545/K.379c/2010 dated 22 April 2010

“BEK Mining Concession”

:

The Production Operations IUP for the BEK Concession Area
issued to BEK by the Indonesian authorities pursuant to the
Decree of Kutai Barat Regency Number: 545/K.287a/2011 dated
4 April 2011

“BEK Mine Plan”

:

Our mining plan in respect of our BEK Mining Concession, as set
out in the ITR

“Board” or “Board of Directors”

:

The board of Directors of our Company as at the date of this
Prospectus, unless otherwise stated
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DEFINITIONS
“business trust”

:

Has the same meaning as in section 2 of the Business Trusts Act
(Chapter 31A) of Singapore

“coal cooperation contract”

:

A coal mining cooperation contract entered into between a mine
owner and a coal mining site operator, where the coal mining site
operator operates the coal mining area specified under the coal
cooperation contract

“Conversion”

:

The conversion of the then outstanding amount of convertible
loans granted by the Pre-Invitation Investors pursuant to the
Convertible Loan Agreements into 98,702,639 Shares, issued to
the Pre-Invitation Investors on the terms and conditions set out in
the Convertible Loan Agreements

“Controlling Shareholder”

:

A person who has an interest in our Shares of an aggregate of
not less than 15% of the total votes attached to all our Shares,
(unless determined otherwise by the SGX-ST) or in fact exercises
control over our Company

“Convertible Loan Agreements”

:

The T1 Convertible Loan Agreement, T2 Convertible Loan
Agreement, T3 Convertible Loan Agreement, T4 Convertible
Loan Agreement and T5 Convertible Loan Agreement

“Deed of Cooperation”

:

The deed of cooperation dated 27 September 2012 and entered
into between our Company and the Promoters, pursuant to
which each Promoter (i) granted our Company certain rights of
first offer, of first refusal and to match in respect of Qualifying
Assets; and (ii) irrevocably, unconditionally, jointly and severally
undertook not to compete with our Company in relation to the
Listco Business

“Deeds of Novation”

:

The T1 Deed of Novation, T2 Deed of Novation, T3 Deed of
Novation, T4 Deed of Novation and T5 Deed of Novation

“Deed of Payment”

:

The deed of payment dated 31 December 2011 and entered into
between our Company, GEC, GCI, MRP, MNP, SBJ, BEK and PE

“Director”

:

A director of our Company as at the date of this Prospectus,
unless otherwise stated

“Electronic Applications”

:

Applications for the Offer Shares made through an ATM or the IB
website of one of the relevant Participating Banks, subject to and
on the terms and conditions of this Prospectus

“entity”

:

Includes a corporation, an unincorporated association, a
partnership and the government of any state, but does not
include a trust

“EPS”

:

Earnings per Share

“Executive Directors”

:

The executive Directors of our Company as at the date of this
Prospectus, unless otherwise stated
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DEFINITIONS
“Executive Officers”

:

The key executives of our Group as at the date of this
Prospectus, unless otherwise stated, who make or participate in
making decisions that affect the whole or a substantial part of
our business or have the capacity to make decisions which affect
significantly our financial standing

“Exploration IUP” or
“Exploration IUPK”

:

Exploration mining business license (Izin Usaha Pertambangan
Eksplorasi) or Special Exploration mining business license (Izin
Usaha Pertambangan Eksplorasi Khusus) which covers the
general survey, exploration, and feasibility study stages

“Fair Market Value”

:

The amount of money (or the cash equivalent of some other
consideration) determined by the expert in accordance with
the provisions of the VALMIN Code for which the mineral
or petroleum asset or security should change hands on the
valuation date in an open and unrestricted market between a
willing buyer and a willing seller in an “arm’s length” transaction,
with each party acting knowledgeably, prudently and without
compulsion

“FP”

:

Financial period ended or ending 31 March, as the case may be

“FY”

:

Financial year ended or ending 31 December, as the case may
be

“financial periods under review”

:

The period comprising FY2009, FY2010, FY2011 and FP2012

“Group”

:

Our Company and our Subsidiaries

“IB”

:

Internet banking

“IUP”

:

Mining business license (Izin Usaha Pertambangan) to engage
in coal mining activities in Indonesia issued pursuant to the
enactment of the New Mining Law. IUPs have two stages, which
comprise of: (i) Exploration IUP, and (ii) Production Operations
IUP

“IUPK”

:

Special mining business license (Izin Usaha Pertambangan
Khusus) to engage in coal mining activities in Indonesia issued
pursuant to the enactment of the New Mining Law. IUPKs have
two stages, which comprise of: (i) Exploration IUPK, and (ii)
Production Operations IUPK

“IUP Owner”

:

Holder of IUP

“IUPK Owner”

:

Holder of IUPK

“Independent Directors”

:

The non-executive independent Directors of our Company as at
the date of this Prospectus, unless otherwise stated

“Indonesia”

:

The Republic of Indonesia
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DEFINITIONS
“Indonesian Government” or
“Government”

:

The Government of Indonesia

“Invitation”

:

The invitation by our Company and the Vendors to the public in
Singapore to subscribe for and/or purchase the Invitation Shares
at the Invitation Price, subject to and on the terms and conditions
set out in this Prospectus

“Invitation Price”

:

$0.325 for each Invitation Share

“Invitation Shares”

:

The 289,264,000 Shares comprising 258,348,252 New Shares
and 30,915,748 Vendor Shares which are the subject of the
Invitation

“IPO”

:

Initial public offering of Shares

“ITR”

:

The “Independent Technical Review of the Bumi Enggang
Khatulistiwa Coal Mine Project in East Kalimantan Province,
Indonesia” prepared by the Independent Technical Expert,
Behre Dolbear Asia, Inc, and attached as Appendix G to this
Prospectus

“KP”

:

Mining authorisation license (Kuasa Pertambangan)

“KP Owner”

:

Holder of KP

“Latest Practicable Date”

:

17 September 2012, being the latest practicable date prior to the
lodgement of this Prospectus with the Authority

“Listco Business”

:

The carrying on of coal production activities comprising
production planning and scheduling, land clearing and
overburden removal, coal excavation, crushing and
transportation, land reclamation and rehabilitation as well as coal
sales

“Listing Manual”

:

The Listing Manual of the SGX-ST, as amended, supplemented
or modified from time to time

“Market Day”

:

A day on which the SGX-ST is open for trading in securities

“mine owner”

:

KP Owner, IUP Owner and/or IUPK Owner, as the context may
require

“Mining Concession”

:

KP, IUP or IUPK, as the context may require

“NAV”

:

Net asset value

“New Shares”

:

The 258,348,252 new Shares for which our Company invites
applications to subscribe pursuant to the Invitation, subject to
and on the terms and conditions of this Prospectus

“New Mining Law”

:

Law No. 4 of 2009 on Mineral and Coal Mining

“Nominating Committee”

:

The nominating committee of our Company as at the date of this
Prospectus, unless otherwise stated
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DEFINITIONS
“NTA”

:

Net tangible assets

“Offer”

:

The invitation by our Company and the Vendors to the public in
Singapore for subscription and/or purchase of the Offer Shares
at the Invitation Price, subject to and on the terms and conditions
set out in this Prospectus

“Offer Shares”

:

The 3,000,000 Invitation Shares which are the subject of the
Offer

“PBT”

:

Profit before tax from continuing operations

“PER”

:

Price earnings ratio

“Personal Consultancy
Agreement”

:

The personal consultancy agreement entered into between
Ample China and Charles Antonny Melati on 16 June 2010,
appointing Ample China as personal consultant to Charles
Antonny Melati for personal value enhancement

“Placement”

:

The placement of the Placement Shares by the Joint Placement
Agents on behalf of our Company and the Vendors for
subscription and/or purchase at the Invitation Price, subject to
and on the terms and conditions set out in this Prospectus

“Placement Shares”

:

The 286,264,000 Invitation Shares which are the subject of the
Placement

“PMA”

:

Foreign investment company (Penanaman Modal Asing)
established in Indonesia pursuant to Law No. 25 of 2007

“Pre-Invitation Investors”

:

The T1 Pre-Invitation Investors, the T2 Pre-Invitation Investors,
the T3 Pre-Invitation Investors, the T4 Pre-Invitation Investor and
the T5 Pre-Invitation Investor

“Production Operations IUP”
or “Productions Operations
IUPK”

:

Production operations mining business license (Izin Usaha
Pertambangan Operasi Produksi) or Special production
operations mining business license (Izin Usaha Pertambangan
Operasi Produksi Khusus) covering the stages of construction,
mining, processing, and refinery, as well as transportation and
sales

“Production Forest”

:

Forestry area, the main function of which, is to produce forest
products

“Prospectus”

:

This Prospectus dated 10 October 2012

“Qualifying Assets”

:

Any interest whether equity or debt, held directly or indirectly and
individually or collectively by the Promoters or Promoter Entities
in any company which holds a valid and subsisting IUP, IUPK
and/or KP, issued by the Indonesian Government, to engage in
coal mining activities in Indonesia

“Remuneration Committee”

:

The remuneration committee of our Company as at the date of
this Prospectus, unless otherwise stated
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DEFINITIONS
“Restructuring Exercise”

:

The corporate restructuring exercise undertaken in connection
with the Invitation, as described in the “General Information on
Our Group – Restructuring Exercise” section of this Prospectus

“ROFOAR”

:

The right of first offer, right of first refusal and right to match in
respect of the Qualifying Assets

“Royalty Agreement”

:

The royalty agreement dated 31 December 2011 and entered
into between Edy Gunawan, Laurensius, Charles Antonny
Melati, Darmin (acting as president director of SBJ) and Richard
Kennedy Melati

“Securities Account”

:

The securities account maintained by a Depositor with CDP, but
does not include a securities sub-account

“Securities and Futures Act”
or “SFA”

:

The Securities and Futures Act (Chapter 289) of Singapore, as
amended, modified or supplemented from time to time

“Service Agreements”

:

The service agreements entered into between our Company and
(i) Charles Antonny Melati; and (ii) Dhamma Surya respectively,
as described in the “Directors, Executive Officers and Staff Service Agreements” section of this Prospectus

“SFRS”

:

Singapore Financial Reporting Standards

“SGXNET”

:

The corporate announcement system maintained by the SGX-ST
for the submission of announcements by listed companies

“Shareholders”

:

Registered holders of Shares, except where the registered holder
is CDP, the term “Shareholders” shall, in relation to such Shares,
mean the Depositors whose Securities Accounts are credited
with Shares

“Shares”

:

Ordinary shares in the capital of our Company

“Substantial Shareholder”

:

A person who has an interest in voting shares of our Company
the total votes attached to which is not less than 5% of the total
votes attached to all the voting shares in our Company

“Sub-Division”

:

The sub-division of one (1) Share into 4,000 Shares as described
in the “General Information on our Group - Share Capital” section
of this Prospectus

“T1 Adjustment Agreement”

:

The letter of offer of adjustment dated 2 January 2012 from
Master Resources to the T1 Pre-Invitation Investors, the
acceptance of which by the respective T1 Pre-Invitation Investors
constituted an agreement for adjustment between Master
Resources and the respective T1 Pre-Invitation Investor on terms
which, inter alia, provide for the delivery of our Shares between
Master Resources (or its nominees) and the respective T1 PreInvitation Investor as an adjustment mechanism in the event
that the number of Shares received by the respective T1 PreInvitation Investor pursuant to the Conversion differs from the
number of Shares he would have received if he had converted
the amount of the convertible loan owed to him at a 50%
discount to the Invitation Price
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DEFINITIONS
“T1 Convertible Loan
Agreement”

:

The convertible loan agreement dated 16 February 2011 (as
amended with effect from 2 January 2012) entered into between
SBJ, the T1 Pre-Invitation Investors, MRP and our Company,
pursuant to which the T1 Pre-Invitation Investors granted an
aggregate amount of S$4 million as a convertible loan to SBJ,
on terms which, inter alia, provide for an election by each of the
T1 Pre-Invitation Investors to convert the entire principal amount
owed to him into a specified number of fully-paid Shares of our
Company

“T1 Deed of Novation”

:

The deed of novation dated 21 April 2012 entered into between
SBJ, the T1 Pre-Invitation Investors, MRP and our Company,
pursuant to which SBJ was substituted by our Company as the
named borrower in the T1 Convertible Loan Agreement

“T1 Pre-Invitation Investors”

:

Cheng Kiang Huat, Goh Yeo Hwa and Tan Chin Hock

“T2 Adjustment Agreement”

:

The letter of offer of adjustment dated 2 January 2012 from
Master Resources to the T2 Pre-Invitation Investors, the
acceptance of which by the respective T2 Pre-Invitation Investors
constituted an agreement for adjustment between Master
Resources and the respective T2 Pre-Invitation Investor on terms
which, inter alia, provide for the delivery of our Shares between
Master Resources (or its nominees) and the respective T2 PreInvitation Investor as an adjustment mechanism in the event
that the number of Shares received by the respective T2 PreInvitation Investor pursuant to the Conversion differs from the
number of Shares he would have received if he had converted
the amount of the convertible loan owed to him at a 40%
discount to the Invitation Price

“T2 Convertible Loan
Agreement”

:

The convertible loan agreement dated 16 February 2011 (as
amended with effect from 2 January 2012) entered into between
SBJ, the T2 Pre-Invitation Investors, MRP and our Company,
pursuant to which the T2 Pre-Invitation Investors granted an
aggregate amount of S$4 million as a convertible loan to SBJ,
on terms which, inter alia, provide for an election by each of the
T2 Pre-Invitation Investors to convert the entire principal amount
owed to him into a specified number of fully-paid Shares of our
Company

“T2 Deed of Novation”

:

The deed of novation dated 21 April 2012 entered into between
SBJ, the T2 Pre-Invitation Investors, MRP and our Company,
pursuant to which SBJ was substituted by our Company as the
named borrower in the T2 Convertible Loan Agreement

“T2 Pre-Invitation Investors”

:

Beh Suan Tiong, Lee Wee Soon (Li Weishun), Pek Choon Heng,
Tan Fuh Gih and Toh Soon Huat
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DEFINITIONS
“T3 Adjustment Agreement”

:

The letter of offer of adjustment dated 2 January 2012 from
Master Resources to the T3 Pre-Invitation Investors, the
acceptance of which by the respective T3 Pre-Invitation Investors
constituted an agreement for adjustment between Master
Resources and the respective T3 Pre-Invitation Investor on terms
which, inter alia, provide for the delivery of our Shares between
Master Resources (or its nominees) and the respective T3 PreInvitation Investor as an adjustment mechanism in the event
that the number of Shares received by the respective T3 PreInvitation Investor pursuant to the Conversion differs from the
number of Shares he would have received if he had converted
the amount of the convertible loan owed to him at a 30%
discount to the Invitation Price

“T3 Convertible Loan
Agreement”

:

The convertible loan agreement dated 16 February 2011 (as
amended with effect from 2 January 2012) entered into between
SBJ, the T3 Pre-Invitation Investors, MRP and our Company,
pursuant to which the T3 Pre-Invitation Investors granted an
aggregate amount of S$10 million as a convertible loan to SBJ,
on terms which, inter alia, provide for an election by each of the
T3 Pre-Invitation Investors to convert the entire principal amount
owed to him into a specified number of fully-paid Shares of our
Company

“T3 Deed of Novation”

:

The deed of novation dated 21 April 2012 entered into between
SBJ, the T3 Pre-Invitation Investors, MRP and our Company,
pursuant to which SBJ was substituted by our Company as the
named borrower in the T3 Convertible Loan Agreement

“T3 Pre-Invitation Investors”

:

Adrich Ng Kim Seng, Ang Poon Beng, Chan Hian Lian, Chan
Hiang Ngee, Charles Patrick @ Charles Morris, Chia Soon Loi,
Chua Beng Kuang, Dashure Toh Chia Seng (Zhuo Zhengcheng),
Goh Yew Gee, Koh Kok Leong, Liew Ham Chow, Liew Hong
Liong, Lim Bok Hoo, Lim Yong Hong, Neo Cheng Soon, Ng Eng
Seng, Ng Han Kok, Ng Keck Wee, Seah Siu Guat, Tan Chan Too,
Tan Kim Sing and Tan Ong Huat

“T4 Adjustment Agreement”

:

The letter of offer of adjustment dated 2 January 2012 from
Master Resources to the T4 Pre-Invitation Investor, the
acceptance of which by the T4 Pre-Invitation Investor constituted
an agreement for adjustment between Master Resources and
the T4 Pre-Invitation Investor on terms which, inter alia, provide
for the delivery of our Shares between Master Resources (or its
nominees) and the T4 Pre-Invitation Investor as an adjustment
mechanism in the event that the number of Shares received by
the T4 Pre-Invitation Investor pursuant to the Conversion differs
from the number of Shares he would have received if he had
converted the amount of the convertible loan owed to him at a
50% discount to the Invitation Price

“T4 Convertible Loan
Agreement”

:

The convertible loan agreement dated 16 February 2011 (as
amended with effect from 2 January 2012) entered into between
the T4 Pre-Invitation Investor, MRP and our Company, pursuant
to which the T4 Pre-Invitation Investor granted an aggregate
amount of S$1 million as a convertible loan to MRP, on terms
which, inter alia, provide for an election by the T4 Pre-Invitation
Investor to convert the entire principal amount owed to him into a
specified number of fully-paid Shares of our Company
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DEFINITIONS
“T4 Deed of Novation”

:

The deed of novation dated 21 April 2012 entered into between
the T4 Pre-Invitation Investor, MRP and our Company, pursuant
to which MRP was substituted by our Company as the named
borrower in the T4 Convertible Loan Agreement

“T4 Pre-Invitation Investor”

:

Tan Song Kar

“T5 Adjustment Agreement”

:

The letter of offer of adjustment dated 2 January 2012 from
Master Resources to the T5 Pre-Invitation Investor, the
acceptance of which by the T5 Pre-Invitation Investor constituted
an agreement for adjustment between Master Resources and
the T5 Pre-Invitation Investor on terms which, inter alia, provide
for the delivery of our Shares between Master Resources (or its
nominees) and the T5 Pre-Invitation Investor as an adjustment
mechanism in the event that the number of Shares received by
the T5 Pre-Invitation Investor pursuant to the Conversion differs
from the number of Shares he would have received if he had
converted the amount of the convertible loan owed to him at a
30% discount to the Invitation Price

“T5 Convertible Loan
Agreement”

:

The convertible loan agreement dated 16 February 2011 (as
amended with effect from 2 January 2012) entered into between
SBJ, the T5 Pre-Invitation Investor, MRP and our Company,
pursuant to which the T5 Pre-Invitation Investor granted an
aggregate amount of S$1.5 million as a convertible loan to SBJ,
on terms which, inter alia, provide for an election by the T5 PreInvitation Investor to convert the entire principal amount owed to
him into a specified number of fully-paid Shares of our Company

“T5 Deed of Novation”

:

The deed of novation dated 21 April 2012 entered into between
SBJ, the T5 Pre-Invitation Investors, MRP and our Company,
pursuant to which SBJ was substituted by our Company as the
named borrower in the T5 Convertible Loan Agreement

“T5 Pre-Invitation Investor”

:

Chan Kim Hoo

“Technical Services
Agreement”

:

The technical services agreement dated 27 September
2012 and entered into between our Company and PE for the
provision, by our Company, of general management, business
development, technical and advisory services in relation to the
business activities of the Prima Group for such purpose as may
be required by the Prima Group from time to time

“Valuation Report”

:

The “Valuation Report Considering the Fair Market Value of
100% Equity Interest in PT Bumi Enggang Khatulistiwa” prepared
by the Independent Valuer, Jones Lang LaSalle Corporate
Appraisal & Advisory Limited, and attached as Appendix H to this
Prospectus

“Vendors”

:

Tan Chin Hock, Beh Suan Tiong, Lee Wee Soon (Li Weishun),
Pek Choon Heng, Adrich Ng Kim Seng, Chan Hian Lian, Chan
Hiang Ngee, Dashure Toh Chia Seng (Zhuo Zhengcheng), Koh
Kok Leong, Liew Ham Chow, Ng Han Kok, Seah Siu Guat, Tan
Kim Sing and Tan Ong Huat
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DEFINITIONS
“Vendor Shares”

:

The 30,915,748 existing Shares for which the Vendors invite
applications to purchase at the Invitation Price, subject to the
terms and conditions of this Prospectus

“Singapore Dollar”, “S$” or
“$” and “cents”

:

Singapore dollars and cents, respectively

“US Dollar” or “US$” and
“US cents”

:

United States dollars and cents, respectively

“Indonesian Rupiah” or “IDR”

:

The official currency of Indonesia

“BCM”

:

Bank cubic metre

“Btu”

:

British thermal unit

“ha” or “hectare”

:

a metric unit of square measurement of surface or land equal to
10,000 square meters, or approximately 2,471 acres

“kcal/kg”

:

Kilocalorie per kilogram

“kg”

:

Kilogram

“km”

:

Kilometer

“N.A.”

:

Not applicable

“sq ft”

:

Square feet

“sq m”

:

Square metre

“tonne”

:

A metric ton or tonne which is equivalent to 1,000 kilograms, or
2,204.60 pounds. The metric tonne is the unit of weight measure
referred to in this Prospectus

“%” or “per cent.”

:

Per centum or percentage

Currencies, Units and Others

The terms “Depositor”, “Depository Agent” and “Depository Register” shall have the meanings ascribed to
them respectively in Section 130A of the Companies Act.
Words importing the singular shall, where applicable, include the plural and vice versa and words
importing the masculine gender shall, where applicable, include the feminine and neuter genders and
vice versa. References to persons shall include corporations.
Any discrepancies in tables included herein between the total sum of amounts listed and the totals shown
are due to rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures which precede them.
All exchange rates used for translation, unless otherwise stated, are based on the average daily bid-ask
closing exchange rates published by the Bank of Indonesia or based on the closing exchange rate for that
day published by the Monetary Authority of Singapore.
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DEFINITIONS
Any reference in this Prospectus, the Application Forms and/or the Electronic Applications to any
statute or enactment is a reference to that statute or enactment for the time being amended, modified,
supplemented or re-enacted. Any word defined under the Act, the SFA or any statutory modification
thereof and used in this Prospectus, the Application Forms and/or the Electronic Applications shall, where
applicable, have the meaning ascribed to it under the Act, the SFA or any statutory modification thereof,
as the case may be.
Any reference in this Prospectus, the Application Forms and/or the Electronic Applications to Shares
being allotted or allocated to an applicant includes allotment or allocation to CDP for the account of that
applicant.
Any reference to a time of day in this Prospectus, the Application Forms and/or the Electronic
Applications shall be a reference to Singapore time and date respectively, unless otherwise stated.
Any reference to “we”, “us”, “our”, “ourselves” or other grammatical variations thereof in this Prospectus is
a reference to our Company, our Group or any member of our Group as the context requires.
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GLOSSARY OF TECHNICAL TERMS
To facilitate a better understanding of our business, we set out the following glossary on the explanation
and description of certain terms and abbreviations used in this Prospectus in connection with our Group.
The terms and abbreviations and their assigned meanings should not be treated as being definitive of
their meanings, and may not correspond to standard industry or common meanings or usage, as the
case may be, or usage of these terms and abbreviations.
“air-dried basis”

:

inclusion of inherent moisture only

“anthracite”

:

the highest rank of coal, used primarily for residential and
commercial space heating. It is a hard, brittle, and black lustrous
coal, often referred to as hard coal, containing a high percentage of
fixed carbon and a low percentage of volatile matter. The moisture
content of fresh-mined anthracite generally is less than 15 per
cent.. The heat content of anthracite ranges from 22 to 28 million
Btu per tonne on a moist, mineral-matter-free basis

“ash”

:

impurities consisting of iron, alumina and other incombustible
matter that are contained in coal. Since ash increases the weight
of coal, it adds to the cost of handling and can affect the burning
characteristics of coal

“barge”

:

a long and large, usually flat-bottomed, boat that is towed by other
boats or ships

“bituminous coal”

:

a dense coal, usually black, sometimes dark brown, often with welldefined bands of bright and dull material, used primarily as fuel in
steam-electric power generation, with substantial quantities also
used for heat and power applications in manufacturing and to make
coke. Its moisture content usually is less than 20 per cent.. The
heat content of bituminous coal ranges from 21 to 30 million Btu
per tonne on a moist, mineral-matter-free basis

“calorific value” or “cv”

:

a coal sample’s energy content measured as the heat released
on complete combustion in air or oxygen, usually expressed as the
amount of heat (measured in kilo calories) per unit weight of coal
(measured in kilograms) or (kcal/kg)

“coal”

:

a readily combustible black or brownish-black rock usually found in
rock strata in layers or veins called coal beds or coal seams. It is
formed from plant remains that have been compacted, hardened,
chemically altered and metamorphosed by heat and pressure over
time

“coal crushing facilities”

:

usually located on a mine site, although one plant may serve
several mines. Coal crushing facilities are used for crushing and
sizing to prepare it for use by a particular customer

“coal seam” or “seam”

:

coal deposits occur in layers in a bed of coal lying between a roof
and floor with each layer called a “seam”

“ex-stockpile”

:

an agreed term of coal sale where the coal is picked up by the
buyer from our stockpile location, and the buyer arranges and
pays for the transportation (and insurance thereof) of the coal. The
responsibility of the seller ceases when the buyer takes delivery of
the coal at the stockpile
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“free on board” or “FOB”

:

an agreed term of coal sale where the coal is delivered by the
seller to the point of shipment, which include barge (i.e. FOB
barge) or mother vessel (i.e. FOB mother vessel). The buyer
arranges and pays for the transportation (and insurance thereof)
of the coal. The responsibility of the seller ceases when the coal is
delivered to the agreed point of shipment

“gross-as-received” or “GAR”

:

a calculation of calorific value of a coal with moisture as received
or total moisture (TM). The calculation is based on the conversion
from the air-dried-basis value. The calculation pursuant to said
conversion is dependent on the specific moisture content of the
coal

“highwall”

:

an unexcavated face of exposed overburden and coal in a surface
mine or bank on the uphill side of a contour mine excavation

“indicated resources”

:

that part of a coal resource for which tonnage, densities, shape,
physical characteristics, quality and mineral content can be
estimated with a reasonable level of confidence. It is based on
detailed and reliable exploration, sampling and testing information
gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes. The locations are
too widely or inappropriately spaced to confirm geological and/or
quality, but are spaced closely enough for continuity to be assumed

“inferred resources”

:

that part of a coal resource for which tonnage, densities, shape,
physical characteristics, quality and mineral content can be
estimated with a low level of confidence. It is inferred from
geological evidence and assumed, but not verified on geological
and/or quality continuity. It is based on information gathered
through appropriate techniques from locations such as outcrops,
trenches, puts, workings and drill holes which may be limited or of
uncertain quality and reliability

“inherent moisture”

:

the moisture that is stored within the pores of individual particles
and can only be removed using thermal methods

“JORC”

:

the Joint Ore Reserves Committee

“JORC Code”

:

the Australasian Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves (2004 Edition)

“lignite”

:

the lowest rank of coal, often referred to as brown coal, used
almost exclusively as fuel for steam-electric power generation.
It is brownish-black and has a high inherent moisture content,
sometimes as high as 45 per cent.. The heat content of lignite
ranges from 9 to 17 million Btu per tonne on a moist, mineralmatter-free basis

“measured resource”

:

that part of a coal resource for which tonnage, densities, shape,
physical characteristics, quality and mineral content can be
estimated with a high level of confidence. It is based on detailed
and reliable exploration, sampling and testing information gathered
through appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes. The locations are spaced
closely to confirm geological quality and continuity
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“mother vessel”

:

a line vessel with huge capacity used for shipments between the
main transport hubs

“open cut mining”

:

a form of mining designed to extract minerals that lie near the
surface. Overburden is removed to expose the minerals for mining.
Rock covering the minerals may be blasted and removed by large
draglines or electric shovels and trucks

“overburden”

:

any material, consolidated or unconsolidated, such as layers
of earth and rock, that overlies a coal seam. In surface mining
operations, overburden is removed prior to coal extraction

“probable reserves”

:

the economically mineable part of an indicated coal reserve, and
in some circumstances, a measured coal resource. It includes
diluting materials and allowances for losses which may occur
when the material is mined. Appropriate assessments have been
carried out, and include consideration of and modification by
realistically assumed mining, metallurgical, economic, marketing,
legal, environmental, social and governmental factors. These
assessments demonstrate at the time of reporting that extraction
could reasonably be justified

“proved reserves”

:

the economically mineable part of a measured coal resource. It
includes diluting materials and allowances for losses which may
occur when the material is mined. Appropriate assessments have
been carried out, and include consideration of and modification by
realistically assumed mining, metallurgical, economic, marketing,
legal, environmental, social and governmental factors. These
assessments demonstrate at the time of reporting that extraction
could reasonably be justified

“reclamation”

:

the process of restoring the environment to a stable state following
mining activities by restoring topsoil and planting vegetation. The
process commonly includes “recontouring” or “reshaping” the
land to its approximate original appearance, restoring topsoil and
planting native grass and ground covers. Reclamation operations
are usually underway before the mining of a particular site is
completed. Reclamation is regulated by applicable local law

“reserve”

:

the economically mineable part of a measured and/or indicated
coal resource. It includes diluting materials and allowances
for some losses which may occur when the material is mined.
Appropriate assessments have been carried out, and include
consideration of and modification by realistically assumed mining,
metallurgical, economic, marketing, legal, environmental, social
and governmental factors. These assessments demonstrate at the
time of reporting that extraction could reasonably be justified. Coal
reserves are sub-divided in order of increasing confidence into
probable coal reserves and proved coal reserves

“resource”

:

a concentration or occurrence of coal of intrinsic economic interest
in or on the Earth’s crust in such form, quality and quantity that
there are reasonable prospects for eventual economic extraction.
The location, quantity, quality, geological characteristics and
continuity of a coal resource are known, estimated or interpreted
from specific geological evidence and knowledge. Coal resources
are sub-divided in order of increasing confidence into inferred,
indicated and measured categories
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“strip” or “strip ratio”

:

the strip ratio is the number of bank cubic metres of overburden
needing removal to access one tonne of coal. A strip ratio of 4:1
means that four bank cubic meters of overburden must be stripped
to produce one metric tonne of coal. Strip ratios vary based
primarily on geological characteristics of the “in situ” coal and the
depth at which deposits lie

“sub-bituminous coal”

:

a coal whose properties range from those of lignite to those of
bituminous coal and used primarily as fuel for steam-electric power
generation. It may be dull, dark brown to black, soft and crumbly, at
the lower end of the range, to bright, jetblack, hard, and relatively
strong, at the upper end. Sub-bituminous coal contains 20 to 30
per cent. inherent moisture by weight. The heat content of subbituminous coal ranges from 17 to 24 million Btu per tonne on a
moist, mineral-matter-free basis

“sulphur”

:

one of the elements present, in varying quantities, in coal that
contributes to environmental degradation when coal is burned.
Sulphur dioxide is produced as a gaseous by-product of coal
combustion

“sulphur content”

:

coal is commonly described by its sulphur content due to the
importance of sulphur to customers concerned about compliance
with environmental regulations. “Low sulphur” coal has a variety of
definitions, but typically is used to describe coal consisting of 1.0%
or less sulphur

“surface mine”

:

a mine in which the coal lies near the surface and can be extracted
by removing the overburden

“thermal coal”

:

coal used in thermal plants to generate electricity

“TM” or “total moisture”

:

refers to the entire amount of water stored within a porous medium

“VALMIN Code”

:

Code for the Technical Assessment and Valuation of Mineral
and Petroleum Assets and Securities for Independent Expert
Reports 2005 Edition, prepared by the VALMIN Committee, a joint
committee of the Australasian Institute of Mining and Metallurgy,
the Australian Institute of Geoscientists and the Mineral Industry
Consultants Association with the participation of the Australian
Securities and Investment Commission, the Australian Stock
Exchange Limited, the Minerals Council of Australia, the Petroleum
Exploration Society of Australia, the Securities Association of
Australia and representatives from the Australian finance sector

“washing” or “washed”

:

the removal or reduction of impurities from coal
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CAUTIONARY NOTES REGARDING FORWARD-LOOKING STATEMENTS
All statements contained in this Prospectus, statements made in press releases and oral statements
that may be made by us or our Directors, Executive Officers or employees acting on our behalf or the
Vendors’ behalf, that are not statements of historical fact, constitute “forward-looking statements”. You can
identify some of these forward-looking statements by terms such as “expect”, “believe”, “plan”, “intend”,
“estimate”, “anticipate”, “may”, “will”, “would” and “could” or similar words and phrases. However, you
should note that these words are not the exclusive means of identifying forward-looking statements. All
statements regarding our expected financial position, business strategy, plans and prospects are forwardlooking statements. These forward-looking statements, including statements as to:(a)

our revenue and profitability;

(b)

expected growth in demand;

(c)

expected growth in our production capacity;

(d)

expected industry trends;

(e)

anticipated expansion plans; and

(f)

other matters discussed in this Prospectus regarding matters that are not historical fact,

are only predictions. These forward-looking statements involve known and unknown risks, uncertainties
and other factors that may cause our actual results, performance or achievements to be materially
different from any future results, performance or achievements expected, expressed or implied by these
forward-looking statements. These risks, uncertainties and other factors include, among others:(i)

changes or volatility in inflation, interest rates and foreign exchange rates;

(ii)

the price of coal, including factors influencing the price of coal, such as regional and global supply
and demand;

(iii)

the effects of, and changes in, the regulatory policy of the Indonesian Government relating to the
coal mining industry and generally;

(iv)

the effects of competition in the geographic and business areas in which we conduct our
operations;

(v)

the effects of changes in, and changes in interpretation of, laws, regulations, taxation or accounting
standards or practices;

(vi)

our ability to maintain or increase our market share for our coal products while controlling
expenses;

(vii)

reduction of purchases by major customers;

(viii)

our ability to attract and retain new customers for the coal marketing and sales business;

(ix)

acquisitions, divestments and various business opportunities that we may pursue;

(x)

technological changes that affect the extraction, preparation, processing, shipping or combustion of
coal;

(xi)

industrialisation, energy markets and economic growth in key coal export markets of Indonesia
such as China and India;

(xii)

in respect of our mining concessions, estimates of reserves and resources, our ability to convert
coal resources into coal reserves and to replace depleted coal reserves with additional coal
resources and reserves and statements regarding anticipated future exploitation and feasibility
study results;
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(xiii)

changes in the political, economic or social conditions in the countries in which we operate; and

(xiv) the success at managing the risks of the aforementioned factors.
This list of important factors is not exhaustive. Additional factors that could cause actual results,
performance or achievements to differ materially include, but are not limited to, those discussed
elsewhere in the “Risk Factors” and “Management’s Discussion and Analysis of Results of Operations
and Financial Position” sections of this Prospectus.
All forward-looking statements made by or attributable to us, or persons acting on our behalf, contained in
this Prospectus are expressly qualified in their entirety by such factors. These forward-looking statements
are applicable only as of the date of this Prospectus.
Given the risks and uncertainties that may cause our actual future results, performance or achievements
to be materially different from those expected, expressed or implied by the forward-looking statements in
this Prospectus, we advise you not to place undue reliance on those statements. Neither our Company,
the Vendors, the Issue Manager, the Joint Underwriters, the Joint Placement Agents nor any other person
represents or warrants to you that our actual future results, performance or achievements will be as
discussed in those statements.
Our actual future results may differ materially from those anticipated in these forward-looking statements
as a result of the risks faced by us. We, the Vendors, the Issue Manager, the Joint Underwriters and the
Joint Placement Agents disclaim any responsibility to update any of those forward-looking statements
or publicly announce any revisions to those forward-looking statements to reflect future developments,
events or circumstances for any reason, even if new information becomes available or other events occur
in the future. We are, however, subject to the provisions of the SFA and the Listing Manual regarding
corporate disclosure. In particular, pursuant to Section 241 of the SFA, if after this Prospectus is
registered but before the close of the Invitation, our Company becomes aware of (a) a false or misleading
statement or matter in this Prospectus; (b) an omission from this Prospectus of any information that
should have been included in it under Sections 243 of the SFA; or (c) a new circumstance that has arisen
since this Prospectus was lodged with the Authority and would have been required by Section 243 of
the SFA to be included in this Prospectus, if it had arisen before this Prospectus was lodged and that
is materially adverse from the point of view of an investor, our Company may lodge a supplementary or
replacement prospectus with the Authority.
We are also subject to the provisions of the Listing Manual regarding corporate disclosure upon our
admission to the Official List of the SGX-ST.
Where such changes occur and are material or are required to be disclosed by law, we will comply
with the relevant provisions of the SFA and make an announcement of the same to the SGX-ST and
the public and, if required, lodge a supplementary or replacement prospectus pursuant to the SFA. All
applicants should take note of any such announcement, or supplementary or replacement prospectus
and, upon the release of the same, shall be deemed to have notice of such changes.
Market and Industry Information
Certain market data, industry forecasts and data relating to Indonesia used throughout this Prospectus
have been obtained from internal surveys, market research, publicly available information and industry
publications. Industry publications generally state that the information contained therein has been
obtained from sources believed to be reliable, but that the accuracy and completeness of the information
is not guaranteed. Similarly, while we believe these industry forecasts and market research to be
reliable, we have not independently verified this information and do not make any representation as to its
accuracy.
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We derived certain facts and statistics in this Prospectus relating to the coal industry in Indonesia
from various publicly-available industry, government and research publications. This document
includes industry data and forecasts that we obtained from industry publications and surveys, reports
of governmental agencies and internal company surveys. We have taken reasonable action to ensure
that the facts and statistical data relating to the coal industry in Indonesia used in this Prospectus have
been extracted from these sources in their proper form and context. However, we have not verified the
accuracy of the information extracted nor have we obtained the specific consent of these sources for the
inclusion of such information in this Prospectus unless otherwise specified. Our Directors are also not
aware of any disclaimers made by these sources in relation to reliance on such information.
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SELLING RESTRICTIONS
This Prospectus does not constitute an offer, solicitation or invitation to subscribe for and/or purchase
the Invitation Shares in any jurisdiction in which such offer, solicitation or invitation is unlawful or is not
authorised or to any person to whom it is unlawful to make such offer, solicitation or invitation. No action
has been or will be taken under the requirements of the legislation or regulations of, or of the legal or
regulatory authorities of, any jurisdiction, except for the filing and/or registration of this Prospectus in
Singapore in order to permit a public offering of the Invitation Shares and the public distribution of the
Prospectus in Singapore. The distribution of this Prospectus and the offering of the Invitation Shares
in certain jurisdictions may be restricted by the relevant laws in such jurisdictions. Persons who may
come into possession of this Prospectus are required by us, the Vendors, the Issue Manager, the Joint
Underwriters and the Joint Placement Agents to inform themselves about, and to observe and comply
with, any such restrictions at their own expense and without liability to us, the Issue Manager, the Joint
Underwriters and the Joint Placement Agents.
Persons to whom a copy of this Prospectus has been issued shall not circulate to any other person,
reproduce or otherwise distribute this Prospectus or any information herein for any purpose whatsoever
nor permit or cause the same to occur.
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DETAILS OF THE INVITATION
LISTING ON THE SGX-ST
We have made an application to the SGX-ST for permission to deal in, and for quotation of, all our
Shares already issued (including the Vendor Shares) as well as the New Shares which are the subject
of the Invitation. Such permission will be granted when our Company is admitted to the Official List of
the SGX-ST. Our acceptance of applications for the Invitation Shares will be conditional upon, inter alia,
the issue of the Invitation Shares and permission being granted by the SGX-ST to deal in and for the
quotation of all our existing issued Shares (including the Vendor Shares) as well as the New Shares. If
the said permission is not granted for any reason, monies paid in respect of any application accepted will,
subject to applicable laws, be returned to you at your own risk, without interest or any share of revenue
or other benefit arising therefrom, and you will not have any claim whatsoever against us, the Vendors,
the Issue Manager, the Joint Underwriters or the Joint Placement Agents. No Shares shall be allotted
and/or allocated on the basis of this Prospectus later than six (6) months after the date of registration of
this Prospectus by the Authority.
The SGX-ST assumes no responsibility for the correctness of any of the statements made, reports
contained or opinions expressed in this Prospectus. Admission to the Official List of the SGX-ST is not to
be taken as an indication of the merits of the Invitation, our Company, our Subsidiaries, our Shares, the
Vendor Shares and the New Shares.
A copy of this Prospectus has been lodged with and registered by the Authority. The Authority assumes
no responsibility for the contents of this Prospectus. Registration of this Prospectus by the Authority does
not imply that the SFA, or any other legal or regulatory requirements, have been complied with. The
Authority has not, in any way, considered the merits of our Shares (including the Vendor Shares) and the
New Shares. We have not lodged or registered this Prospectus in any other jurisdiction.
We are subject to the provisions of the SFA and the Listing Manual regarding corporate disclosure. In
particular, pursuant to Section 241 of the SFA, if after this Prospectus is registered but before the close of
the Invitation, we become aware of:(a)

a false or misleading statement in this Prospectus;

(b)

an omission from this Prospectus of any information that should have been included in it under
Section 243 of the SFA; or

(c)

a new circumstance that has arisen since this Prospectus was lodged with the Authority and would
have been required by Section 243 of the SFA to be included in this Prospectus, if it had arisen
before this Prospectus was lodged,

and that is materially adverse from the point of view of an investor, we may lodge a supplementary or
replacement prospectus with the Authority.
In the event that a supplementary or replacement Prospectus is lodged with the Authority, our Invitation
shall be kept open for at least 14 days after the lodgement of such supplementary or replacement
prospectus.
Where prior to the lodgement of the supplementary or replacement prospectus, applications have been
made under this Prospectus to subscribe for and/or purchase the Invitation Shares and:(a)

where the Invitation Shares have not been issued and/or transferred to the applicants, we (as well
as on behalf of the Vendors) shall either:(i)

within two (2) days (excluding any Saturday, Sunday or public holiday) from the date of
lodgement of the supplementary or replacement prospectus, give the applicants notice in
writing of how to obtain, or arrange to receive, a copy of the same and provide the applicants
with an option to withdraw their applications, and take all reasonable steps to make available
within a reasonable period the supplementary or replacement prospectus to, as the case
may be, the applicants who have indicated they wish to obtain, or who have arranged to
receive, a copy of the supplementary or replacement prospectus;
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(b)

(ii)

within seven (7) days from the date of lodgement of the supplementary or replacement
prospectus, give the applicants the supplementary or replacement prospectus, as the case
may be, and provide the applicants with an option to withdraw their applications; or

(iii)

treat the applications as withdrawn and cancelled, in which case the applications shall
be deemed to have been withdrawn and cancelled, and we (as well as on behalf of the
Vendors) shall, within seven (7) days from the date of lodgement of the supplementary or
replacement prospectus, pay the applicants all monies the applicants have paid on account
of their applications for the Invitation Shares without interest or any share of revenue or other
benefit arising therefrom and at their own risk and the applicants shall not have any claim
whatsoever against us, the Vendors, the Issue Manager, the Joint Underwriters or the Joint
Placement Agents; or

where the Invitation Shares have been issued to and/or transferred the applicants, we (as well as
on behalf of the Vendors) shall either:(i)

within two (2) days (excluding any Saturday, Sunday or public holiday) from the date of
lodgement of the supplementary or replacement prospectus, give the applicants notice
in writing of how to obtain, or arrange to receive, a copy of the same and provide the
applicants with an option to return to us the Invitation Shares which they do not wish to
retain title in, and take all reasonable steps to make available within a reasonable period the
supplementary or replacement prospectus to the applicants who have indicated they wish
to obtain, or who have arranged to receive, a copy of the supplementary or replacement
prospectus;

(ii)

within seven (7) days from the date of lodgement of the supplementary or replacement
prospectus, give the applicants the supplementary or replacement prospectus, as the case
may be, and provide the applicants with an option to return to us the Invitation Shares which
they do not wish to retain title in; or

(iii)

treat the issue and/or transfer of the Invitation Shares as void, in which case the issue
and/or transfer shall be deemed void and we shall within seven (7) days from the date of
lodgement of the supplementary or replacement prospectus, pay the applicants all monies
the applicants have paid on account of their applications for the Invitation Shares without
interest or any share of revenue or other benefit arising therefrom and at their own risk
and the applicants shall not have any claim whatsoever against us, the Vendors, the Issue
Manager, the Joint Underwriters or the Joint Placement Agents.

An applicant who wishes to exercise his option under paragraph (a)(i) or (ii) to withdraw his application
shall, within 14 days from the date of lodgement of the supplementary or replacement prospectus, notify
us of this, whereupon we (as well as on behalf of the Vendors) shall, within seven (7) days from the
receipt of such notification, pay to him all monies paid by him on account of his application for those
Invitation Shares without interest or any share of revenue or other benefit arising therefrom and at their
own risk and the applicants shall not have any claim whatsoever against us, the Vendors, the Issue
Manager, the Joint Underwriters or the Joint Placement Agents.
An applicant who wishes to exercise his option under paragraph (b)(i) or (ii) to return the Invitation Shares
issued to him shall, within 14 days from the date of lodgement of the supplementary or replacement
prospectus, notify us of this and return all documents, if any, purporting to be evidence of title to those
Invitation Shares, to us, whereupon we (as well as on behalf of the Vendors) shall, within seven (7) days
from the receipt of such notification and documents, if any, pay to him all monies paid by him for those
Invitation Shares, without interest or any share of revenue or other benefit arising therefrom and at their
own risk and the applicants shall not have any claim whatsoever against us, the Vendors, the Issue
Manager, the Joint Underwriters or the Joint Placement Agents and the issue of those Invitation Shares
shall be deemed to be void.
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Pursuant to Section 242 of the SFA, the Authority may issue a stop order if a prospectus that has been
registered (i) contains any statement which, in the Authority’s opinion, is false or misleading; (ii) omits
any information that should have been included in it under Section 243 of the SFA; or (iii) does not in the
Authority’s opinion comply with the requirements of the SFA. In the event that the Authority issues a stop
order, and applications to subscribe for and/or purchase the Invitation Shares have been made prior to
the stop order, then:(a)

where the Invitation Shares have not been issued and/or transferred to the applicants, the
applications for the Invitation Shares shall be deemed to have been withdrawn and cancelled and
we (as well as on behalf of the Vendors) shall, within 14 days from the date of the stop order,
pay to the applicants all monies the applicants have paid on account of their applications for the
Invitation Shares without interest or any share of revenue or other benefit arising therefrom and at
their own risk and the applicants shall not have any claim whatsoever against us, the Vendors, the
Issue Manager, the Joint Underwriters or the Joint Placement Agents; or

(b)

where the Invitation Shares have been issued and/or transferred to the applicants, the issue
and/or transfer of the Invitation Shares shall be deemed to be void and we (as well as on behalf of
the Vendors) shall, (i) if no documents purporting to evidence title to those Invitation Shares have
been issued to the applicants, within seven (7) days from the date of the stop order, pay to the
applicants all monies paid by them for those Invitation Shares, or (ii) if documents purporting to
evidence title to those Invitation Shares have been issued to the applicants, within seven days from
the date of the stop order, inform the applicants to return such documents to us within 14 days
from that date and within seven (7) days from the date of receipt of such documents or the date
of the stop order, whichever is the later, pay to the applicants all monies paid by them for those
Invitation Shares without interest or any share of revenue or other benefit arising therefrom and at
their own risk and the applicants shall not have any claim whatsoever against us, the Vendors, the
Issue Manager, the Joint Underwriters or the Joint Placement Agents.

This Prospectus has been seen and approved by our Directors and the Vendors and they collectively
and individually accept full responsibility for the accuracy of the information given in this Prospectus
and confirm after making all reasonable enquiries, that to the best of their knowledge and belief, this
Prospectus constitutes full and true disclosure of all material facts about the Invitation, our Company and
our subsidiaries, and our Directors and the Vendors are not aware of any facts the omission of which
would make any statement in this Prospectus misleading. Where information in this Prospectus has been
extracted from published or otherwise publicly available sources or obtained from a named source, the
sole responsibility of our Directors and the Vendors has been to ensure that such information has been
accurately and correctly extracted from those sources and/or reproduced in this Prospectus in its proper
form and context.
Neither our Company, the Vendors, the Issue Manager, the Joint Underwriters, the Joint Placement
Agents nor any other parties involved in the Invitation is making any representation to any person
regarding the legality of an investment in our Shares by such person under any investment or other laws
or regulations. No information in this Prospectus should be considered as being business, legal or tax
advice regarding an investment in our Shares. Each prospective investor should consult his own legal,
financial, tax or other professional adviser regarding an investment in our Shares.
The Invitation Shares are offered for subscription and/or purchase solely on the basis of the information
contained and the representations made in this Prospectus.
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No person has been or is authorised to give any information or to make any representation not
contained in this Prospectus in connection with the Invitation and, if given or made, such information
or representation must not be relied upon as having been authorised by us, the Vendors, the Issue
Manager, the Joint Underwriters or the Joint Placement Agents. Neither the delivery of this Prospectus
and the Application Forms nor any document relating to the Invitation shall, under any circumstances,
constitute a continuing representation or create any suggestion or implication that there has been no
change in the affairs of our Company or our subsidiaries or in any the statement of fact or information
contained in this Prospectus since the date of this Prospectus. Where such changes occur and are
material or are required to be disclosed by law, we will promptly make an announcement of the same to
the SGX-ST and if required under the SFA, a supplementary or replacement prospectus will be issued
and made available to the public after a copy thereof has been lodged with the Authority. All applicants
should take note of any such announcement, and/or supplementary or replacement prospectus and,
upon the release of such an announcement, and/or supplementary or replacement prospectus, shall be
deemed to have notice of such changes.
Save as expressly stated in this Prospectus, nothing herein is, or may be relied upon as, a promise or
representation as to the future performance or policies of our Company or our Subsidiaries.
This Prospectus has been prepared solely for the purpose of the Invitation and may not be relied upon by
any persons other than the applicants in connection with their application for the Invitation Shares or for
any other purpose.
This Prospectus does not constitute an offer, solicitation or invitation to subscribe for and/or
purchase the Invitation Shares in any jurisdiction in which such offer, solicitation or invitation
is unlawful or is not authorised or to any person to whom it is unlawful to make such offer,
solicitation or invitation.
Copies of this Prospectus and the Application Forms and envelopes may be obtained on request, subject
to availability, during office hours from:-

Canaccord Genuity Singapore Pte. Ltd.
77 Robinson Road #21-02
Singapore 068896

UOB Kay Hian Private Limited
8 Anthony Road #01-01
Singapore 229957

A copy of this Prospectus is also available on:(a)

the SGX-ST website at http://www.sgx.com; and

(b)

the Authority’s OPERA website at http://masnet.mas.gov.sg/opera/sdrprosp.nsf.

The Application List will open at 10.00 am on 17 October 2012 and will remain open until 12.00
noon on the same day or for such further period or periods as our Company and the Vendors may,
in consultation with the Issue Manager, the Joint Underwriters and the Joint Placement Agents
in their absolute discretion decide, subject to any limitation under all applicable laws PROVIDED
ALWAYS THAT where a supplementary prospectus or replacement prospectus is lodged with the
Authority, the Application List shall be kept open for at least 14 days after the lodgement of the
supplementary or replacement prospectus.
Details of the procedures for applications to subscribe for and/or purchase the Invitation Shares are set
out in Appendix K of this Prospectus.
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INDICATIVE TIMETABLE FOR LISTING
An indicative timetable is set out below for your reference:Indicative Date and Time

Event

17 October 2012, 12.00 noon

Close of Application List

18 October 2012

Balloting of applications, if necessary (in the event of oversubscription for and/or purchase of the Offer Shares)

19 October 2012, 9.00 am

Commence trading on a “ready” basis

24 October 2012

Settlement date for all trades done on a “ready” basis

The above timetable is only indicative as it assumes that the date of closing of the Application List is
17 October 2012, the date of admission of our Company to the Official List of the SGX-ST is 19 October
2012, the SGX-ST’s shareholding spread requirement will be complied with and the Invitation Shares
will be issued and fully paid-up prior to 19 October 2012. The actual date on which our Shares will
commence trading on a “ready” basis will be announced when it is confirmed by the SGX-ST.
The above timetable and procedure may be subject to such modifications as the SGX-ST may in its
discretion decide, including the decision to permit trading on a “ready” basis and the commencement date
of such trading.
Investors should consult the SGX-ST announcement of the “ready” trading date on the Internet (at
the SGX-ST website http://www.sgx.com) or newspapers, or check with their brokers on the date
on which trading on a “ready” basis will commence.
We and the Vendors, in consultation with the Issue Manager, the Joint Underwriters and the Joint
Placement Agents, may at our discretion, subject to all applicable laws and regulations and the rules of
the SGX-ST, agree to extend or shorten the period during which the Invitation is open.
In the event of any changes in the closure of the Application List or the time period during which the
Invitation is open, we will publicly announce the same:(i)

through a SGXNET announcement to be posted on the Internet at the SGX-ST website http://www.
sgx.com; and

(ii)

in a major Singapore English newspaper.

We will provide details of the results of the Invitation (including the level of subscription for and/or
purchase of the Invitation Shares and the basis of allotment and/or allocation of the Invitation Shares
pursuant to the Invitation), as soon as it is practicable after the closure of the Application List through the
channels described in (i) and (ii) above.
We reserve the right to reject or accept, in whole or in part, or to scale down or ballot any application for
the Offer Shares, without assigning any reason therefor, and no enquiry and/or correspondence on our
decision will be entertained. In deciding the basis of allotment and/or allocation, due consideration will be
given to the desirability of allotting and/or allocating our Shares to a reasonable number of applicants with
a view to establish an adequate market for our Shares.
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PROSPECTUS SUMMARY
The information contained in this summary is derived from and should be read in conjunction with the full
text of this Prospectus. Because it is a summary, it does not contain all the information that you should
consider before investing in the Shares of our Company. You should read this entire Prospectus carefully,
especially the matters set out under the “Risk Factors” section of this Prospectus, before deciding to
invest in our Shares.
OVERVIEW OF OUR GROUP
Our Company was incorporated in Singapore on 24 May 2010 under the Act as a private company limited
by shares, under the name “Geo Energy Resources Pte. Ltd.”.
Our Group comprises our Company and our Subsidiaries, GCI, MRP, MNP, GEC, SBJ and BEK.
Our Business
We are a coal mining specialist company based in Kalimantan, Indonesia.


We own and operate our own coal mine.



We offer mine contracting services to third party mine owners.



We sell coal to both coal traders and coal export companies.



Since the commencement of our business operations to the Latest Practicable Date, we have
produced approximately 3.1 million tonnes of coal from our coal cooperation contracts as well as
from our BEK Mining Concession.



As at 31 December 2011, the BEK Concession Area holds approximately 4.2 million tonnes of
proved reserves and 8.3 million tonnes of probable reserves conforming to the definitions of the
JORC Code. The in-situ coal resource tonnage for the BEK Concession Area in addition to the coal
reserves comprises approximately 1.2 million tonnes of measured resources, 7.1 million tonnes of
indicated resources and 22.4 million tonnes of inferred resources as at 31 December 2011. As at
the Latest Practicable Date, we have produced approximately 445,000 tonnes of coal from the BEK
Concession Area.



We believe our coal reserves in the BEK Concession Area are sufficient to support the current six
year life of our BEK Mine Plan.



We have executed a Deed of Cooperation with the Promoters pursuant to which each Promoter
(i) granted our Company certain rights of first offer, of first refusal and to match in respect of
Qualifying Assets; and (ii) irrevocably, unconditionally, jointly and severally undertook not to
compete with our Company in relation to the Listco Business.

Further details are set out in the “Business” section of this Prospectus.
Our Competitive Strengths
Our Directors believe that our key competitive strengths are as follows:

Knowledgeable and experienced management.



Extensible customer network and established reputation.



Comprehensive fleet of mining equipment.



Cordial working relationship with regulatory authorities and local communities in Kalimantan.

Further details are set out in the “Business – Competitive Strengths” section of this Prospectus.
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Our Business Strategies and Future Plans
Our business strategy and future plans entail the following:

Acquisition of additional mining equipment and machinery.



Construction of jetty and barge loading facilities.



Business expansion including acquisitions, joint ventures and/or strategic alliances.



Broadening customer base and establishing direct client sale channels.

Further details are set out in the “Prospects, Business Strategies and Future Plans – Business Strategies
and Future Plans” section of this Prospectus.
Where you can find us
Our registered office is located at 10 Anson Road, #20-16, International Plaza, Singapore 079903. Our
principal place of business is located at CBD Pluit Perwata Tower Lt. 9 Suite B-E, Jl. Pluit Selatan Raya
Kav. 1, Jakarta 14440, Indonesia. Our Singapore telephone and facsimile numbers are (65) 6220 8929
and (65) 6220 8238, respectively. Our Indonesian telephone and facsimile numbers are (62) 21 3002
7655 and (62) 21 3002 7665, respectively. Our Company Registration Number is 201011034Z. Our
internet address is http://www.geocoal.com.
Information contained on our website does not constitute part of this Prospectus.
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SUMMARY OF OUR FINANCIAL INFORMATION
You should read the following summary financial information in conjunction with the full text of this
Prospectus, including the “Independent Auditors’ Report and the Audited Combined Financial Statements
for the Financial Year Ended 31 December 2009, 2010 and 2011”, the “Independent Auditors’ Review
Report and the Interim Condensed Unaudited Combined Financial Statements for the Three Months
Ended 31 March 2012” and the “Independent Auditors’ Report and the Unaudited Pro Forma Combined
Financial Information as at 31 December 2011 and 31 March 2012” as set out in Appendices A, B and C,
respectively of this Prospectus and the “Management’s Discussion and Analysis of Results of Operations
and Financial Position” section of this Prospectus.
Selected items from the Combined Statements of Comprehensive Income(1)
Audited
(US$)

FY2009

Revenue

Unaudited

FY2010

FY2011

FP2011

FP2012

13,651,465

50,053,133

69,246,013

16,566,842

19,258,888

Gross Profit

2,677,968

19,045,889

26,658,688

4,268,956

7,647,762

Profit before income tax

2,022,990

15,372,724

19,272,176

2,845,978

5,620,249

Profit attributable to owners of the Company

1,240,697

11,088,544

14,320,768

2,203,962

4,191,666

Pre-Invitation EPS (US cents)

0.14

1.23

1.59

0.25

0.47

Post-Invitation EPS (US cents)(3)

0.11

0.96

1.24

0.19

0.36

(2)

Selected items from the Combined Statements of Financial Position(4)

(US$)
Current Assets

Audited

Unaudited

As at 31
As at 31
As at 31
December 2009 December 2010 December 2011

As at 31
March 2012

4,627,839

11,795,497

8,279,483

13,727,165

Non-Current Assets

11,725,661

39,548,116

82,573,032

80,487,003

Current Liabilities

12,828,075

29,043,772

28,283,538

43,873,108

Non-Current Liabilities

1,920,693

8,960,616

35,915,246

19,419,192

Equity Attributable to Owners of the Company

1,604,732

13,370,578

26,564,091

30,754,557

0.18

1.49

2.96

3.42

(5)

NTA per Share (US cents)
Notes:(1)

The combined statements of comprehensive income of our Group for the financial periods under review have been prepared
on the basis that our Group has been in existence throughout the financial periods under review.

(2)

For comparative purposes, the Pre-Invitation EPS for the financial periods under review have been computed based on the
profit attributable to owners of the Company and our pre-Invitation share capital (after the Conversion) of 898,702,639 Shares.

(3)

For comparative purposes, the Post-Invitation EPS for the financial periods under review have been computed based on the
profit attributable to owners of the Company and our post-Invitation share capital of 1,157,050,891 Shares.

(4)

The combined statements of financial position of our Group as at the end of the financial periods under review have been
prepared on the basis that our Group has been in existence throughout the financial periods under review since 1 January
2009.

(5)

The NTA per Share as at the end of the financial periods under review have been computed based on our pre-Invitation share
capital (after the Conversion) of 898,702,639 Shares.
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THE INVITATION
Invitation size

:

289,264,000 Invitation Shares, comprising 258,348,252 New
Shares and 30,915,748 Vendor Shares by way of Offer and
Placement. The New Shares will, upon issue and allotment,
rank pari passu in all respects with the existing issued Shares
(including the Vendor Shares).

Invitation Price

:

$0.325 for each Invitation Share.

The Offer

:

The Offer comprises an offering by our Company and the Vendors
to the public in Singapore to subscribe for and/or purchase the
3,000,000 Offer Shares at the Invitation Price, subject to and on
the terms and conditions set out in this Prospectus.

The Placement

:

The Placement comprises 286,264,000 Placement Shares at the
Invitation Price by way of placement, subject to and on the terms
and conditions set out in this Prospectus.

Clawback and Re-allocation

:

The Invitation Shares may be re-allocated between the Offer and
the Placement tranche at the discretion of the Issue Manager, the
Joint Underwriters and the Joint Placement Agents in the event
of an excess of applications in one and a deficit of applications in
the other.

Purpose of the Invitation

:

Our Directors believe that the listing of our Company and the
quotation of our Shares on the SGX-ST will enhance our public
image locally and internationally as well as enable us to tap the
capital markets to fund our business growth. The Invitation will
also provide members of the public, our employees, our business
associates and others who have contributed to the success of
our Group with an opportunity to participate in the equity of our
Company.

Listing status

:

Prior to the Invitation, there has been no public market for our
Shares. Our Shares will be quoted on the Main Board of the SGXST, subject to our admission to the Official List of the SGX-ST and
permission for dealing in, and for quotation of, our Shares being
granted by the SGX-ST and the Authority not issuing a stop order.

Risk Factors

:

Investing in our Shares involves risks which are described in the
section entitled “Risk Factors” of this Prospectus.
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PLAN OF DISTRIBUTION
Prior to the Invitation, there has been no public market for our Shares. The Invitation Price is determined
by us and the Vendors in consultation with the Issue Manager, the Joint Underwriters and the Joint
Placement Agents after taking into consideration, inter alia, prevailing market conditions and estimated
market demand for our Shares (including the New Shares and the Vendor Shares) determined through a
book-building process. The Invitation Price is the same for all Invitation Shares and is payable in full on
application.
Offer Shares
The Offer Shares are made available to members of the public in Singapore for subscription and/or
purchase at the Invitation Price. The terms, conditions and procedures for applications are described in
Appendix K of this Prospectus. Pursuant to the terms and conditions contained in the management and
underwriting agreement signed between our Company, the Vendors, the Issue Manager and the Joint
Underwriters dated 10 October 2012 (the “Management and Underwriting Agreement”), the Issue
Manager has agreed to manage the Invitation and the Joint Underwriters have agreed to underwrite the
Offer Shares at the Invitation Price.
In the event of an under-subscription for and/or purchase of the Offer Shares as at the close of the
Application List, that number of Offer Shares not subscribed for and/or purchased shall be made available
to satisfy excess applications for the Placement Shares to the extent there is an over-subscription for the
Placement Shares as at the close of the Application List.
In the event of an over-subscription for and/or purchase of the Offer Shares as at the close of the
Application List and/or the Placement Shares are fully subscribed or over-subscribed and/or purchased
as at the close of the Application List, the successful applications for the Offer Shares will be determined
by ballot or otherwise as determined by our Directors and the Vendors, in consultation with the Issue
Manager, and approved by the SGX-ST, if required.
Placement Shares
Application for the Placement Shares may only be made by way of Placement Shares Application
Forms. The terms, conditions and procedures for applications are described in Appendix K of this
Prospectus. Pursuant to the terms and conditions contained in the placement agreement signed between
our Company, the Vendors and the Joint Placement Agents dated 10 October 2012 (the “Placement
Agreement”), the Joint Placement Agents have agreed to subscribe for and/or purchase, or procure
subscribers and/or purchasers for the Placement Shares at the Invitation Price.
In the event of an under-subscription and/or purchase for the Placement Shares as at the close of the
Application List, that number of Placement Shares not subscribed for and/or purchased shall be made
available to satisfy excess applications for the Offer Shares to the extent that there is an over-subscription
for and/or purchase of the Offer Shares as at the close of the Application List.
Subscribers and/or purchasers of the Placement Shares may be required to pay a brokerage of up to 1%
of the Invitation Price (plus goods and services tax thereon, if applicable) to the Joint Placement Agents
as well as stamp duties and any other similar charges.
None of our Directors or Substantial Shareholders intend to subscribe for and/or purchase the Invitation
Shares in the Invitation.
None of the members of our Company’s management or employees intend to subscribe for and/or
purchase 5% or more of the Invitation Shares pursuant to the Invitation.
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To the best of our knowledge, we are not aware of any person who intends to subscribe and/or purchase
more than 5% of the Invitation Shares. However, through a book-building process for assessing market
demand for our Shares, there may be person(s) who may indicate his interest to subscribe for and/or
purchase more than 5% of the Invitation Shares. If such person(s) were to make an application for more
than 5% of the Invitation Shares pursuant to the Invitation and subsequently allotted and/or allocated
such number of Shares, we will make the necessary announcements at an appropriate time. The final
allotment and/or allocation of Shares will be in accordance with the shareholding spread and distribution
guideline as set out in Rule 210 of the Listing Manual.
No Shares shall be allotted and/or allocated on the basis of this Prospectus later than six (6) months after
the date of registration of this Prospectus by the Authority.

38

USE OF PROCEEDS FROM THE INVITATION AND EXPENSES INCURRED
PROCEEDS FROM THE INVITATION
The gross proceeds to be raised from the Invitation is approximately S$94.0 million. The net proceeds
to be raised from the Invitation (after deducting the estimated listing expenses of approximately S$6.5
million), are estimated to be approximately S$87.5 million or US$71.6 million (based on the exchange
rate of US$1:S$1.2212 as at the Latest Practicable Date).
NET PROCEEDS FROM THE ISSUE OF THE NEW SHARES
The net proceeds attributable to us from the issue of the New Shares (after deducting our share of
the estimated listing expenses of approximately S$6.2 million) will be approximately S$77.8 million or
US$63.7 million (based on an exchange rate of US$1:S$1.2212 as at the Latest Practicable Date).
The allocation of each principal intended use of net proceeds from the issue of New Shares and major
expenses is set out below:-

As a percentage of
net proceeds
(US$’million)

(%)

Use of net proceeds from the issue of New Shares
Acquisition of additional mining equipment and machinery
Construction of jetty and barge loading facilities
Business expansion including acquisitions, joint ventures and/or
strategic alliances

25.0

39.3

2.0

3.1

10.0

15.7

General working capital purposes

26.7

41.9

Total

63.7

100.0

Please refer to the “Prospects, Business Strategies and Future Plans – Business Strategies and Future
Plans” section of this Prospectus for further details on our plans above. In particular, our future plans
may be funded, apart from the net proceeds from the issue of the New Shares, either through internally
generated funds and/or external borrowings. No part of the net proceeds from the issue of the New
Shares will be utilised to repay existing loans.
Pending the deployment of the net proceeds as aforesaid, the funds will be placed in short-term deposits
with financial institutions, used to invest in short-term money market instruments and/or used for working
capital requirements as our Directors may deem appropriate.
We will make periodic announcements on the use of the net proceeds from the issue of the New Shares
as and when the funds are materially disbursed, and provide a status report on the use of the net
proceeds from the issue of the New Shares in our annual report.
In the event that any part of our proposed uses of the net proceeds from the issue of the New Shares
does not materialise or proceed as planned, our Directors will carefully evaluate the situation and may
reallocate the intended funding to other purposes and/or hold such funds on short-term deposits for so
long as our Directors deem it to be in the interest of our Company and our Shareholders, taken as a
whole. Any change in the use of the net proceeds will be subject to the listing rules of the SGX-ST and
appropriate announcements will be made by our Company on SGXNET.
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NET PROCEEDS FROM THE SALE OF THE VENDOR SHARES
The net proceeds attributable to the Vendors from the sale of Vendor Shares (after deducting the Vendors’
share of the estimated expenses in relation to the Invitation of approximately S$0.3 million) will be
approximately S$9.7 million or US$7.9 million (based on an exchange rate of US$1:S$1.2212 as at the
Latest Practicable Date).
LISTING EXPENSES
The estimated expenses in connection with this Invitation, including professional fees, underwriting
and placement commission and other incidental expenses in relation to this Invitation is approximately
S$6.5 million. These expenses, save for the underwriting and placement commission, will be borne by
our Company. The underwriting and placement commission will be borne by both our Company and
the Vendors in the proportion in which the number of Invitation Shares offered by each of our Company
and the Vendors pursuant to this Invitation bears to the total number of Invitation Shares. Accordingly,
approximately S$2.9 million will be borne by our Company and approximately S$0.4 million will be borne
by the Vendors.
A breakdown of the estimated listing expenses is as follows:-

(S$’000)
Listing fees

As a percentage of
gross proceeds
(%)

75

0.1

Professional fees

2,969

3.2

Underwriting and placement commission and brokerage

3,290

3.5

Miscellaneous expenses
Total

199

0.2

6,533

7.0

In accordance with the applicable accounting standards, a portion of the expenses (other than
underwriting commissions, placement commissions and brokerage) incurred in connection with the
Invitation will be charged to our financial statements. This may affect our financial results in FY2012. The
aggregate amount charged and to be charged to our profit and loss statements for FY2011 and FY2012
is S$2.5 million (equivalent to US$2.1 million), representing 40.3% of the total listing expenses of the
Company.
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Pursuant to the Management and Underwriting Agreement, our Company and the Vendors appointed
CGS to manage the Invitation. The Issue Manager will receive a management fee from our Company for
its services rendered in connection with the Invitation.
Pursuant to the Management and Underwriting Agreement, the Joint Underwriters have agreed to
underwrite the Offer Shares on the terms and conditions therein, and our Company and the Vendors
agreed to pay to the Joint Underwriters an underwriting commission of 3.5% of the aggregate Invitation
Price for the total number of Offer Shares. Payment of the commission shall be made whether or not
any allotment, allocation, issue or transfer of the Offer Shares is made to the Joint Underwriters or its
nominees, except that no underwriting commission shall be payable for any portion of the Offer Shares
which have been applied to satisfy excess applications for Placement Shares. The Joint Underwriters
may, at their absolute discretion, appoint one or more sub-underwriters to underwrite the Offer Shares.
Pursuant to the Placement Agreement, the Joint Placement Agents have agreed to subscribe for and/or
purchase, or procure subscribers and/or purchasers for the Placement Shares at the Invitation Price at a
placement commission of 3.5% of the Invitation Price for each Placement Share payable by our Company
and the Vendors. The Joint Placement Agents may, at their absolute discretion, appoint one or more subplacement agents for the Placement Shares.
For Offer Shares, brokerage will be paid by our Company and the Vendors out of the underwriting
commission (except the minimum brokerage fee levied by DBS Bank), to the members of the Association
of Banks in Singapore (other than DBS Bank), members of the SGX-ST and merchant banks in
Singapore in respect of successful applications made on Application Forms bearing their respective
stamps, and to the Participating Banks (other than DBS Bank) in respect of successful applications made
through Electronic Applications at their respective ATMs or IB websites, at the rate of 0.25%, and in the
case of DBS Bank 0.50%, of the Invitation Price for each Offer Share. In addition, DBS Bank levies a
minimum brokerage fee of $10,000 that will be paid by our Company and the Vendors.
Subscribers and/or purchasers of Placement Shares may be required to pay a brokerage of up to 1.0% of
the Invitation Price (including the prevailing goods and services tax, if applicable) to the Joint Placement
Agents (and/or any sub-placement agent as may be appointed by the Joint Placement Agents).
Save as stated in this Prospectus, no commission, discount or brokerage, has been paid or other
special terms granted by our Company within the two (2) years preceding the date of this Prospectus
or is payable to any Director, promoter, expert, proposed Director or any other person for subscribing or
agreeing to subscribe or procuring or agreeing to procure subscriptions for any shares in, or debentures
of, our Company or our Subsidiaries.
If there shall have been, since the date of the Management and Underwriting Agreement and prior to the
close of the Application List:(a)

the issue of a stop order by the Authority in accordance with Section 242 of the SFA; or

(b)

any breach of the representations, warranties or undertakings by our Company or the Vendors
in the Management and Underwriting Agreement or Placement Agreement which comes to the
knowledge of the Issue Manager and/or Joint Underwriters; or

(c)

any occurrence of certain specified events which comes to the knowledge of the Issue Manager
and/or Joint Underwriters; or

(d)

any material adverse change, or any development involving a prospective adverse change, in the
condition (financial or otherwise) of our Company or of our Group as a whole; or
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(e)

any introduction or prospective introduction of or any change or prospective change in any
legislation, regulation, order, notice, policy, rule, guideline or directive (whether or not having
the force of law and including, without limitation, any directive, notice or request issued by the
Authority, the Securities Industry Council of Singapore or the SGX-ST) or in the interpretation
or application thereof by any court, government body, regulatory authority or other competent
authority in Singapore or elsewhere; or

(f)

any change, or any development involving a prospective change, in local, national, regional
or international, financial (including stock market, foreign exchange market, inter-bank market
or interest rates or money market), political, industrial, economic, legal or monetary conditions,
taxation or exchange controls (including without limitation, the imposition of any moratorium,
suspension or material restriction on trading in securities generally on the SGX-ST due to
exceptional financial circumstances or otherwise adverse changes in foreign exchange controls in
Singapore or overseas, or any combination of any such changes or developments or crisis, or any
deterioration of any such conditions); or

(g)

any imminent threat or occurrence of any local, national, regional or international outbreak or
escalation of hostilities, insurrection, terrorist attacks or armed conflict (whether or not involving
financial markets in any jurisdiction); or

(h)

any regional or local outbreak of disease that may have an adverse effect on the financial markets;
or

(i)

any other occurrence of any nature whatsoever,

which has resulted or is in the reasonable opinion of the Issue Manager or the Joint Underwriters
likely to result in a material adverse fluctuation or material adverse conditions in the stock market
in Singapore or elsewhere; or the success of the Invitation being materially prejudiced; or it becoming
impracticable, inadvisable, inexpedient or not commercially viable or otherwise contrary to or outside the
usual commercial customs or practices in Singapore for the Issue Manager or the Joint Underwriters to
observe or perform or be obliged to observe or perform the terms of the Management and Underwriting
Agreement or the Placement Agreement; or it being such that no reasonable underwriter would have
entered into the Management and Underwriting Agreement; or the business, trading position, operations
or prospects of our Group being materially and adversely affected, the Issue Manager (for itself and for
and on behalf of the Joint Underwriters) may at any time prior to the close of the Application List rescind
or terminate the Management and Underwriting Agreement.
Notwithstanding the aforesaid, the Issue Manager or the Joint Underwriters may terminate the
Management and Underwriting Agreement if:(a)

at any time up to the commencement of trading of the Shares on the SGX-ST, a stop order shall
have been issued by the Authority in accordance with Section 242 of the SFA; or

(b)

at any time after the registration of this Prospectus with the Authority but before the close of
the Application List, our Company fail and/or neglect to lodge a supplementary or replacement
prospectus (as the case may be) if they become aware of:(i)

a false or misleading statement in this Prospectus;

(ii)

an omission from this Prospectus of any information that should have been included in it
under Section 243 of the SFA; or

(iii)

a new circumstance that has arisen since this Prospectus was lodged with the Authority and
would have been required by Section 243 of the SFA to be included in the Prospectus if it
had arisen before this Prospectus was lodged,

that is materially adverse from the point of view of an investor; or
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(c)

the Shares have not been admitted to the Official List of the SGX-ST on or before 19 October 2012
(or such other date as our Company, the Vendors, the Issue Manager and the Joint Underwriters
may agree).

The obligations under the Placement Agreement are conditional upon, amongst others, the Management
and Underwriting Agreement not being terminated or rescinded pursuant to the provisions of the
Management and Underwriting Agreement. In the case of the non-fulfilment of any of the conditions in
the Management and Underwriting Agreement or the release or discharge of the Issue Manager and/or
Joint Underwriters (as the case may be) from their obligations under or pursuant to the Management and
Underwriting Agreement, the Placement Agreement shall be terminated and the parties shall be released
from their respective obligations under the Placement Agreement.
In the event that the Management and Underwriting Agreement and/or the Placement Agreement is
terminated, our Company reserves the right, at the absolute discretion of our Directors and the Vendors,
to cancel the Invitation.
Save as disclosed above, we do not have any material relationship with the Issue Manager, the Joint
Underwriters or the Joint Placement Agents.
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RISK FACTORS
You should carefully consider and evaluate each of the following considerations and all other information
contained in this Prospectus before deciding to invest in our Shares. Before deciding to invest in
our Shares, you should seek professional advice from the relevant advisers about your particular
circumstances. To the best of our Directors’ knowledge and belief, all risk factors which are material to
investors in making an informed judgement of our Group have been set out below. If any of the following
considerations, uncertainties or material risks develops into actual events, our business, financial
condition and/or results of operations could be materially and adversely affected. In such cases, the
trading price of our Shares could decline due to any of these considerations, uncertainties or material
risks, and investors may lose all or part of their investment in our Shares.
This Prospectus also contains forward-looking statements having direct and/or indirect implications on
our future performance. Our actual results may differ materially from those anticipated by these forwardlooking statements due to certain factors, including the risks and uncertainties faced by us, as described
below and elsewhere in this Prospectus.
RISKS RELATING TO OUR INDUSTRY AND BUSINESS
We are required to obtain, maintain and renew certain licenses and approvals (including our BEK
Mining Concession) to conduct our business and operations
We require various licenses and approvals from the Government (whether at the central government
or regional government level) and other government agencies to conduct our business and operations.
These licenses and approvals include general corporate, mining, manpower, environmental and other
licenses and approvals. We must renew our licenses and approvals as they expire, as well as obtain new
licenses and approvals when required. Existing licenses or approvals may be revoked by the Government
due to the following reasons: (i) violation of the provisions stated in the licenses or applicable regulations
(including inappropriate use of license); or (ii) non-fulfilment of obligations as required by the specific
license or applicable regulation. There is no assurance that the Government will not revoke our existing
licenses and approvals for whatever reason or issue or renew the licenses or approvals that we require
within the timeframe we anticipate or at all. A failure to obtain or renew, or a loss of, any significant
license or approval that we require to conduct our business and operations could have a material adverse
effect on our business, financial performance, financial condition, results of operations and prospects.
In addition, we are also required to comply with reporting obligations to the relevant governmental
authorities and/or fulfil certain stipulated conditions in accordance with the provisions and procedures set
forth in our licences (including but not limited to our BEK Mining Concession). The failure of our Group to
comply with the reporting obligations and/or fulfil certain stipulated conditions may cause our Group to
be subject to, amongst others, an administrative penalty in the form of a warning and revocation of the
relevant licence, as the case may be. For instance, our BEK Mining Concession may be suspended or
revoked if we fail to comply with the continuing requirements under the BEK Mining Concession such as:

submission of work and budget plan comprising of the plan for the upcoming year and the yearly
realisation activities to the Regent of Kutai Barat;



submission of quarterly activity report to the Regent of Kutai Barat;



payment of royalty in accordance with the applicable laws;



giving of priority for supply to domestic demand in accordance with prevailing laws; and



sale of product to affiliated parties being subject to market price.

Further, changes in legislation and regulations or changes in the interpretation or implementation of
the relevant legislation and regulations could also result in consequences which would adversely affect
our business, financial performance, financial condition, results of operations and prospects. These
consequences include, but are not limited to (i) additional cost arising from increased compliance
activities, capital expenditures and increased royalty and tax payments to the Government; (ii) restrictions
and delays in the coal production operations of our BEK Concession Area; and/or (iii) further restrict
foreign participation in our industry, the extent of which cannot be predicted.
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There is no assurance that the results of our business operations will not be materially and
adversely affected by the New Mining Law, in particular, the termination of business operations
as a mine operator under coal cooperation contracts post 30 September 2012. Our past financial
performance as a mine operator under coal cooperation contracts is also not an accurate
indication of our future financial performance as a mine owner cum operator and a mine
contractor
As at the Latest Practicable Date, our Group operates as a (i) mine operator (operating coal mining sites
owned by third party mine owners under coal cooperation contracts awarded by the respective third party
mine owners, which have ceased as of 30 September 2012); (ii) mine owner cum operator (operating our
own coal mining site); and (iii) mine contractor (providing specific mine contracting services to third party
mine owners). As a mine operator and a mine owner cum operator, we derive our revenue from the sale
of coal produced from the coal mining sites owned by third party mine owners and our own coal mining
site in the BEK Concession Area, respectively. As a mine contractor, we do not excavate coal from the
coal mining sites owned by the third party mine owners, and our revenue is derived from the provision of
specific mine contracting services to these third party mine owners.
The New Mining Law, which was enacted in September 2009 and which had allowed for a three (3) year
adjustment period which expired on 30 September 2012, requires a mine operator to own the Mining
Concession under which the coal mining site is operated before it is allowed to undertake the full range
of coal production activities, in particular coal excavation and sale. Please see “Regulations Governing
the Indonesian Coal Mining Industry – Mining Services Regulation” section of this Prospectus for further
details on the New Mining Law.
Post 30 September 2012, in compliance with the New Mining Law, we are no longer permitted to carry
on business operations as a mine operator under coal cooperation contracts. In this regard, we (i) have
terminated our subsisting coal cooperation contracts (as at the Latest Practicable Date) with the third
party mine owners on 30 September 2012; (ii) will not enter into any new coal cooperation contracts; and
(iii) will not carry on business operations as a mine operator under any coal cooperation contracts. As a
mine operator under coal cooperation contracts, we derive our revenue from the sale of coal produced.
Accordingly, we are no longer able to derive revenue or profits from such sale of coal and our primary
historical source of revenue has been discontinued.
For the financial periods under review, most of our revenue and profit were derived from the sale of coal
produced in our capacity as a mine operator under coal cooperation contracts (prior to our cessation
of such business operations). Our sale of coal produced in our capacity as a mine operator under coal
cooperation contracts accounted for revenues of US$13.7 million, US$49.7 million, US$66.8 million
and US$17.0 million for FY2009, FY2010, FY2011 and FP2012 respectively, which in turn contributed
to approximately 100%, 99.2%, 96.4% and 88.2% of our total revenue for FY2009, FY2010, FY2011
and FP2012 respectively. Our sale of coal produced in our capacity as a mine operator under coal
cooperation contracts accounted for gross profits of US$2.7 million, US$18.9 million, US$25.6 million
and US$7.0 million for FY2009, FY2010, FY2011 and FP2012 respectively, which in turn contributed to
an estimated 100%, 99.2%, 96.2% and 90.9% of our total gross profits for FY2009, FY2010, FY2011 and
FP2012 respectively.
In comparison, we did not derive any revenue or profit from our operations as a mine owner cum operator
for FY2009, FY2010 and FY2011 because we only commenced such operations in FP2012. Our revenue
and gross profit from our operations as a mine owner cum operator were US$2.2 million and US$0.6
million for FP2012 respectively, contributing to 11.3% and 8.4% respectively of our total revenue and
gross profit for FP2012. In addition, we have yet to derive any revenue or profit from our operations as a
mine contractor for the financial periods under review.
As we have not carried out our business operations as a mine owner cum operator for a significant period
of time and have only commenced our business operations as a mine contractor in September 2012,
there is no assurance that our revenue generated from these operations will adequately replace the
loss of revenue and profit resulting from the cessation of our operations as a mine operator under coal
cooperation contracts, which historically was our primary source of revenue and profits. Accordingly, there
is no assurance that the results of our business operations, financial performance and financial condition
will not be materially and adversely affected by the New Mining Law, in particular, the termination of
business operations as a mine operator under coal cooperation contracts post 30 September 2012.
45

RISK FACTORS
In addition, as our historical financial performance for the financial periods under review was primarily
based on our business operations as a mine operator under coal cooperation contracts, our past financial
performance is also not an accurate indication of our future financial performance of our business
operations as a mine owner cum operator and a mine contractor.
Our Group commenced business operations in the Indonesian coal mining industry in 2008
and we do not have a long track record of carrying out production operations, either as a mine
operator, mine owner cum operator or mine contractor
Since the commencement of our business in 2008, we have been involved in the coal mining industry
as a mine operator. In 2011, we acquired our own Mining Concession and in 2012, commenced
operations in the BEK Concession Area as a mine owner cum operator. In 2012, we entered into our first
mine contracting services contract pursuant to which we provide mine contracting services as a mine
contractor.
We do not have a long track record in the performance and delivery of work activities within the coal
production operation work process, whether as a mine operator, mine owner cum operator and/or mine
contractor. There is no assurance that we can continue to maintain our rate of coal production, continue
to maintain our sales and distribution results and/or secure future mine contracting services contracts.
Our past financial performance is not an accurate indication of our future business prospects.
We have experienced and continue to experience negative working capital positions
We recorded negative working capital positions of US$8.2 million, US$17.2 million, US$20.0 million,
US$30.2 million and US$23.0 million as at 31 December 2009, 31 December 2010, 31 December 2011,
31 March 2012 and as at the Latest Practicable Date respectively. The negative working capital positions
were mainly due to the growth in trade and the high levels of finance leases entered into for financing the
acquisition of heavy equipment and leasehold property as well as the amount owing to a related party in
connection with the acquisition of the mining property. For more details, please refer to “Management’s
Discussion and Analysis of Results of Operations and Financial Position” section of this Prospectus. If we
are unable to renew our short term borrowings and/or are unable to obtain other sources of funds, our
business, financial condition and financial performance may be adversely affected.
In addition, we have terminated our two (2) existing coal cooperation contracts (as at the Latest
Practicable Date) on 30 September 2012. With the termination of our subsisting coal cooperation
contracts (as at the Latest Practicable Date) and assuming there is (i) no further contribution from the
business operations of BEK since FP2012; and (ii) no additional revenue stream from the provision
of mine contracting services such as revenue from the Borneo Contract, our Group’s working capital
position is expected to be materially and negatively affected.
Our Controlling Shareholders may not, or choose not to, fulfill their obligations under their
undertaking to provide financial support to our Company for our working capital requirements
Our Controlling Shareholders have undertaken to continue to provide any and all financial support to our
Company for our working capital requirements on a timely basis as and when such support is reasonably
required by the Group. Please refer to the “Interested Person Transactions – Present and On-Going
Interested Person Transactions – Undertakings provided by Master Resources, Charles Antonny Melati
and Dhamma Surya” section of this Prospectus for further details.
In the event that our Controlling Shareholders do not, or choose not to, fulfill their obligations under the
undertaking, our Company may choose to initiate court proceedings against our Controlling Shareholders
for a breach of the undertaking and claim for either damages or specific performance (requiring our
Controlling Shareholders to perform their obligations under the undertaking) as remedies. The outcome
of such court proceedings are uncertain and there is no assurance that the courts will find in favour of our
Company, award the full extent of damages sought and/or make an order for specific performance.
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In the event that we are unable to secure the performance of the obligations under the undertaking
given by our Controlling Shareholders and/or obtain suitable damages in event of losses suffered by our
Company in reliance of the undertaking, we may not be able to meet our working capital requirements
and this could materially affect our financial performance, financial condition, results of operations and
business prospects.
Our business may be affected if our current credit facilities are withdrawn
We rely on hire-purchase facilities and term loans, amongst others, to finance our operations. Going
forward, we may obtain other credit facilities such as letters of credit, trust receipts and bank overdrafts. If
all or a substantial portion of our facilities are withdrawn and we are unable to secure alternative funding
on acceptable commercial terms, our business, financial performance, financial condition and results of
operations could be materially and adversely affected.
We depend on certain key plant, equipment and machinery to conduct business operations
Our business operations depend on certain key plant, equipment and machinery, including our fleet of
earthmoving equipment and vehicles, coal crushing facilities and other general mine site infrastructure
and equipment. There is no assurance that these key plant, equipment and machinery will not suffer
damage, machine failure or suffer operational difficulties during the course of our operations. In the event
any significant damage, machine failure or operational difficulties occur and we are not able to carry out
the necessary rectifications, repairs or replacements in a timely manner or at all due to any reasons,
such as lack of adequate funds or lack of supply, such significant damage, machine failure or operational
difficulties could have a material and adverse effect on our business, financial performance, financial
condition, results of operations and prospects.
We are exposed to commodity price fluctuations
The current and expected future price of commodities such as coal and crude oil can change rapidly and
significantly and this may have a substantial effect our business, financial performance, financial condition
and results of operations.
The pricing of commodities such as coal and crude oil are affected by numerous factors beyond our
control. These factors include but are not limited to market fluctuations, world demand, forward selling
by producers, production cost levels in major mining regions, processing equipment and government
regulations such as those relating to taxation, royalties, allowable production, importing and exporting and
environmental protection. Prices may also be affected by macro-economic factors such as expectations
regarding inflation, interest rates and global and regional demand and supply as well as general global
economic conditions.
The demand for, and price of, commodities such as coal is highly dependent on a variety of factors
including but not limited to international supply and demand, the level of consumer product demand,
weather conditions, distribution problems, labour disputes, the price and availability of alternatives,
actions taken by governments and international cartels, and global economic and political developments.
Fluctuations and, in particular, a decline in coal prices may adversely affect our business, financial
performance, financial condition and results of operations due to a direct impact to our revenue derived
from coal sales.
In addition, fuel costs comprise a significant portion of our production costs. We purchase fuel from
licensed fuel suppliers close to the location of our mining operations, the prices of which are based on
market prices. Any major increases in the price of fuel will increase our coal production costs, and any
shortages in fuel may affect and curtail our coal production operations, both of which may, in turn, affect
our business, financial performance, financial condition and results of operations.
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Our Group’s results of operations may be adversely affected by an over-supply of coal in the
future
Significant increase in the discovery of new coal reserves and in coal mining and production operations
worldwide may lead to a significant increase in the availability of coal, in particular in Indonesia. In
the event the demand for coal is insufficient to meet such increased supply, our pricing and thus our
business, financial performance, financial condition and results of operations may be adversely affected
by a decrease in prices of coal resulting from an over-supply. Similarly, a decrease in demand due to
consumer preference, competition from other energy sources or other factors could have a material
adverse effect on our business, financial performance, financial condition and results of operations.
Our business operations are subject to unexpected disruptions and factors beyond our control
Our business operations are subject to various events and operating conditions that could disrupt the
production, loading and transportation of coal at or from the mining sites for varying lengths of time which
are beyond our control. These events and conditions include but are not limited to:(a)

adverse weather and natural disasters;

(b)

unexpected machine failures, operational difficulties and maintenance problems of plant, equipment
and machinery owned by us;

(c)

failure to obtain key plant, equipment, materials and related supplies, such as fuel and spare parts
on a timely basis;

(d)

variations in coal seam thickness, the amount and type of rock and soil (overburden) overlying the
coal seam and other discrepancies to our geological models which will, amongst others, affect the
time required for coal excavation;

(e)

delays or disruptions in our coal production or transportation of our coal from the mines;

(f)

increases in the costs of shipping and other forms of transportation;

(g)

changes in geological conditions and geotechnical instability of the highwall of our mining pits;

(h)

accidents which may result in pollution or other environmental or infrastructure damage and which
may cause the Government to issue temporary or permanent instructions requiring us to cease
operations at the mines or coal delivery;

(i)

disruptions caused by members of the local community;

(j)

disruptions caused by war, terrorism or communal unrest; and

(k)

failure of our reserve and calorific value estimates to be proven correct.

Any of the events or conditions above could materially and adversely affect our business, financial
performance, financial condition, results of operations and prospects.
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Our business operations are dependent on our ability to maintain satisfactory relations with our
labour force and the local and/or indigenous communities in the areas we operate in
Coal mining is a labour-intensive industry and we employ a significant amount of labour. Laws permitting
the forming of labour unions, combined with weak economic conditions, have previously resulted, and
may in future result in labour unrest and activism in Indonesia. In 2000, under Law No. 21/2000, the
Government issued a labour regulation allowing employees to form unions without employer intervention.
In addition, a labour law took effect on 25 March 2003, which, among other things, increased the amount
of severance, service and compensation payments to terminated employees. Any significant labour
dispute or labour action that we experience could have a material and adverse effect on our business,
financial performance, financial condition, results of operations and prospects.
In addition, our business operations are carried out in areas where there are existing local and/or
indigenous communities. We actively engage, support and provide employment for the constituents of
these local and/or indigenous communities, including the holdings of discussions to discuss progress
and implementation of our community assistance programs and to address any issues, concerns or
complaints that arise as well as support various local businesses by relying on them as suppliers
procuring supplies for our production operations from them.
There is however no assurance that we are able to maintain satisfactory relations with the local
and/or indigenous communities due to various social and other factors such as general unhappiness
with large businesses operating in their vicinities, dissatisfaction with our social and community welfare
programs, perception of resource stripping, amongst others. Any significant change in our relations with
the local and/or indigenous communities could cause disruption to our production operations which in
turn could have a material and adverse effect on our business, financial performance, financial condition,
results of operations and prospects.
We face risks arising from the tenements of concession areas
The validity and/or ownership of land title and/or land use/occupancy rights within concession area(s)
in which we operate and/or may operate in future can be uncertain and may be contested. Although we
will attempt to acquire satisfactory title and/or rights for any concession area(s) in which we may operate
and/or may operate in future, various risks pertaining to the ownership and/or validity of land title and/or
land use/occupancy rights exist, such as restrictions on foreign ownership and compulsory acquisitions
by the relevant government authorities. As at the Latest Practicable Date, we acquired the land
use/occupancy rights in respect of 734.5 ha of land. This represents approximately 93.2% of the 788
ha of land on which the 12.5 million tonnes of estimated coal reserves as set out in the ITR and which
forms the basis for the 6-year BEK Mine Plan was premised. There is no assurance that we will be able
to acquire satisfactory title and/or rights in the concession areas which we presently or may in future
operate. In the event we are not able to obtain satisfactory title and/or rights in the relevant concession
areas, we will not be able to carry out production operations in these areas, which may in turn, materially
and adversely affect our business, financial performance, financial condition, results of operations and
prospects.
In addition, due to the developing nature of Indonesian land law and the lack of a uniform title system
in Indonesia, disputes over our acquisition of title and/or rights may arise in situations such as (i) claims
by former owners and/or their relations or illegal occupants over the same land; and (ii) claims by third
parties who want to profit from the situation by moving into such land, knowing that our Group requires
the land for our production operations. In particular, rights to lands that have been formed from the land of
many small occupants or land belonging to the indigenous people may give rise to disputes with former
or illegal occupants. As at the Latest Practicable Date, our Group has not been involved in any dispute
over the uncertificated land controlled by our Group.

49

RISK FACTORS
Further, due to the difficulties in producing accurate maps, there is no assurance that the government
agencies will not assign overlapping or competing rights for different uses for the same area of land
and/or for similar uses for the same area of land. Further, the allocation of undeveloped land for use
may not always take into account the existence of protected areas such as forestry areas. There is
therefore a risk that we may have been or be assigned rights to land which contains protected areas or
is subject to restrictions or on which there are already competing and conflicting third party land rights.
Such restrictions or conflicts may limit or prevent our use of such land for our intended purposes of coal
production operations, whether under our BEK Mining Concession or otherwise.
Fluctuations in transportation costs and disruptions in transportation could adversely affect the
demand for our coal and increase competition from coal producers in other parts of Asia and the
world
Currently, our coal sales are made on a FOB barge and ex-stockpile basis. Going forward, we also
intend to make coal sales on a FOB mother vessel basis. For coal sales on a FOB barge basis, we
do not bear coal transportation costs beyond the costs incurred in the transportation of our coal to the
barge loading facilities. Our customers bear the burden of transportation costs beyond the barge loading
facilities as well as undertake the operational aspects of the necessary transportation. For coal sales
on an FOB mother vessel basis, although we bear transportation costs for the delivery of the coal to
the mother vessel, our customers still bear the transportation costs and undertake the other related
operational aspects of transportation of the coal beyond the delivery of the coal to the mother vessel.
We believe that transportation costs and the operational efficiency of the coal transportation systems
are important factors in our customers’ purchasing decisions. Increases in transportation costs and/or
disruptions in coal transportation systems could make coal a less competitive source of energy or our
coal less competitive than other sources of coal in other parts of the world. In addition, disruptions in
coal transportation systems could temporarily restrict our ability to supply coal to our customers. Such
disruptions could involve damage or obstruction to coal haulage roads and/or river transport networks.
Any of the foregoing factors or other related/similar factors could have a material adverse effect on our
business, financial performance, financial condition, results of operations and prospects.
We are subject to intense competition and may not be able to compete successfully
Our industry is highly competitive and we face competition from both incumbents and new entrants to
the industry. Some of our competitors may possess greater technical or operational expertise, technology
and technical know-how and/or financial resources than us. We will be competing with numerous other
companies and individuals in the search for and the acquisition of coal reserves and/or resources,
the production of coal as well as the sales of coal. Please refer to the section entitled “Business –
Competition” of this Prospectus for further details. There is no assurance that we will be able to compete
effectively with our existing and future competitors and adapt quickly to changing market conditions and
trends. In the event our competitors are able to discover and/or acquire additional and/or higher quality
coal reserves and/or resources, provide comparable or better coal quality at lower prices or respond to
changes in market conditions more swiftly or effectively than we do, our business, financial performance,
financial condition, results of operations and prospects may be materially and adversely affected.
The loss of, or significant reduction in purchases by, our major customers could adversely affect
our revenues
In FY2009, FY2010, FY2011 and FP2012, we derived approximately 78.6%, 85.9%, 83.3% and 92.4%
respectively, of our total revenues from sales to our major customers. Please see “Business - Major
Customers” section of this Prospectus for further details of our sales to our major customers.
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While we may enter into long term coal supply arrangements which are typically for durations of twelve
(12) months or more, depending on the volumes purchased and customer relationships, we generally
enter into short term coal supply arrangements with our customers. Such coal supply arrangements
usually range up to three (3) months and are for contracted quantities and delivery time frames. There
is no assurance that we are able to renew our existing, or secure new, coal supply arrangements on
similar terms (including volume and pricing), if at all. If we are unable to renew our existing, or secure
new, coal supply arrangements on terms which are at least as favourable as our existing terms, if at all,
our business, financial performance, financial condition, results of operations and prospects could be
materially and adversely affected.
In addition, our customers may require us to enter into long term coal supply arrangements under
which the selling prices are fixed up-front and no price adjustment on regular basis, such as at threemonthly intervals, is provided for. In the event we agree to such long term coal supply arrangements
on such pricing terms, our revenue and correspondingly profit may be affected in the event coal prices
subsequently increase and we are unable to take advantage of the increased coal prices.
Our inability to deliver coal as per our coal supply arrangements could adversely affect our
revenues
Various factors could cause us to be unable to deliver coal as per our coal supply arrangements with
our customers, which could materially and adversely affect our business reputation, sales, customer
relationships, financial performance, financial condition, results of operations and prospects.
We typically do not enter into coal supply arrangements which require us to deliver coal conforming to
certain specifications, including those pertaining to calorific value, moisture content, sulphur content and
ash content. From time to time, we may enter into coal supply arrangements requiring coal conformity to
certain specifications. In future, we may choose to, or market conditions such as demand or expectations
could require us to, enter into such coal supply arrangements more regularly. In this regard, factors
not within our control may prevent us from fulfilling the agreed upon specifications. For instance, the
specification of our coal produced may differ from the contracted specifications due to variations in
the quality of coal within the coal seams or the quality of coal may degrade during the coal haulage
process due to weather conditions. If we are unable to deliver coal which conforms to the contracted
specifications, our customers may require price adjustments, reject deliveries or terminate their coal
supply agreements depending on the terms of the coal supply arrangements. Our customers may also
initiate claims against us and our reputation may also suffer adversely.
Our coal supply arrangements generally require us to deliver a contracted quantity of coal to our
customers within an agreed upon time frame. Our ability to deliver the contracted quantity of coal within
the agreed upon time frame is dependent on our ability to manage our production schedule and excavate
our coal within the stipulated timeframe as well as our ability to manage our coal stockpiles.
In the event our production schedule is not adhered to, and we are not able to excavate the required
coal quantities, due to various factors such as adverse, inclement or hazardous weather conditions,
equipment damage, machine failure, operational difficulties, difficulties in acquiring essential plant,
machinery, equipment and related spare parts, labour disputes, variations in the quantity of coal within
the coal seams, abnormal geological formations or environmental hazards such as gas leaks, ruptures
or discharges of toxic gases, and our coal stock piles are insufficient to make up the deficit in coal
quantities, we will not be able to fulfil our delivery obligations to our customers. Any failure by us to fulfil
our contractual obligations could result in customers initiating claims against us or terminating the coal
supply arrangements.
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We face counterparty risks, including risks of payment default or failure to accept delivery by our
customers
If a customer fails to accept delivery of our coal at the agreed time or to make payment for it according
to the terms of our supply contract with it, we may be required to sell the coal in the spot markets, and
the price we may receive for that sale may be less than that we would have received from that particular
customer. If a customer were to default in its obligations to us and we were unable to complete the
transaction on terms as favourable as those under the original arrangements with the defaulting party, we
could suffer a material adverse effect on our business, financial performance, financial condition, results
of operations and prospects.
We are susceptible to operating risks common to the coal mining industry and which may result
in losses and claims against us for which we may not have sufficient insurance coverage
We are susceptible to operating risks common to the coal mining industry, including but not limited to
increases in operating costs arising from inflation, increases in labour costs and other expenses as
well as adverse fluctuations in international pricing. Other industry operating risks include the risk of
fire, explosions, blow-outs, abnormal geological formations, mining mishaps, severe seismic activities,
flooding, extended interruptions due to inclement or hazardous weather conditions, natural disasters and
environmental hazards such as gas leaks, ruptures or discharges of toxic gases. The occurrence of any
of these risks and hazards could result in substantial losses to us due to injury or loss of life, severe
damage to or destruction of property, natural resources and equipment, pollution or other environmental
damage, clean-up responsibilities, regulatory investigation and penalties and suspension of operations.
Such losses may have a material adverse effect on our business, financial performance, financial
condition, results of operations and prospects. Damages occurring as a result of such risks may give rise
to claims against our Group which may not be covered, in whole or part, by insurance. While we intend
to and will endeavour to obtain sufficient insurance coverage for our business, certain types of losses
and/or claims such as acts of God, acts of terrorism, war and civil disorder are generally very costly to
insure against and it may not be practical, cost-effective or within our financial ability to obtain sufficient
insurance coverage, if at all, for such losses and/or claims. In the event such losses and/or claims are not
adequately covered, if at all, by insurance, our business, financial performance, financial condition, results
of operations and prospects may be materially and adversely affected.
We are dependent on the availability of coal reserves and/or resources in our BEK Concession
Area and the concession areas which are the subject of our mine contracting services
We are dependent on our coal reserves and/or resources as this is our primary product. Our coal
reserves and/or resources will be depleted as we carry out our coal production operations. We do not
carry out business activities at the exploration stage of the coal mining value chain. In addition, due to the
New Mining Law, post 30 September 2012, we no longer have access to coal reserves and/or resources
located on coal mining sites owned by third party mine owners. Our BEK Concession Area will be our
only source of coal reserves available for coal production and sale.
Accordingly, we are dependent on acquisitions to replenish our coal reserves and/or resources. There is
no assurance that we will be able to acquire suitable Mining Concessions (or companies holding suitable
Mining Concessions) under which there are sufficient coal reserves and/or resources for us to exploit due
to various reasons such as the availability of suitable acquisition or investment targets, the availability
of acquisition financing and competition for those acquisitions and investments, particularly from those
companies with larger and more geographically diverse operations and greater financial resources
than us. In addition, there is no assurance that we will be able to successfully integrate and operate
our acquisitions and investments due to various reasons such as lack of availability of expertise and
financial resources. This will materially and adversely affect our business, financial performance, financial
condition, results of operations and prospects.
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While we may from time to time carry out certain resource development works such as drilling, boring
and surveying to further evaluate and develop the coal resources and/or reserves as well as obtain new
geological data within the BEK Concession Area, we may be unable to further evaluate and develop
our coal resources in which case our lack of acquisition of additional Mining Concessions will have an
adverse effect on our business and financial performance.
We are also dependent on the availability of coal reserves and/or resources in the concession areas
which are the subject of our mine contracting services. The duration of our mine contracting services
contracts may be subject to the quantity of coal in respect of which excavation is economically viable. In
the event that the remaining coal is no longer economically viable for extraction in such concession areas,
our aforementioned services will be terminated and if we are unable to secure additional mine contracting
services engagements, our business, financial performance, financial condition, results of operations and
prospects may also be adversely affected.
The ROFOAR granted to our Company is subject to terms to be agreed with the Promoters, their
Associates and/or the relevant entity of the Prima Group, the approval of our Shareholders (if
necessary) and approval of the relevant regulatory authorities in Indonesia and Singapore (if
necessary)
Under the Deed of Cooperation, the Promoters have granted rights of first offer, rights of first refusal and
rights to match in relation to the sale, transfer or disposition, of Qualifying Assets. The Promoters have
also undertaken to procure their respective Promoter Entities to adhere to the terms of the ROFOAR in
relation to any Qualifying Asset (please see “Business - Certain Agreements Relating to our Company —
Scope of Rights of First Offer, of First Refusal and to Match”) to our Company. However, the successful
acquisition of the Qualifying Assets is subject to the mutual agreement of acquisition terms between
our Company and the Promoters, their Associates and/or the relevant entity of the Prima Group. In
addition, such acquisitions will constitute interested person transactions and are likely to constitute major
transactions, under Chapter 9 and 10 of the Listing Manual respectively, in which case Shareholders’
approval is required in order to authorise the transactions. Further, certain regional policies of Indonesia
require approvals to be obtained from the relevant regulatory authorities in Indonesia. The acquisition of
a mining company/mining service company by a foreign entity in Indonesia is also subject to the laws
and regulations governing the relevant entity of the Prima Group and the interpretation of such laws and
regulations.
There is no assurance that our Company and the Promoters, their Associates and/or the relevant entity
of the Prima Group will agree on the acquisition terms for the relevant Qualifying Assets, or if such terms
were agreed, that the transaction would be approved by our Shareholders (if necessary) or the relevant
regulatory authorities in Indonesia and Singapore (if necessary).
Accordingly, our ability to successfully execute our growth strategy and grow via the acquisitions of
suitable Mining Concessions and consequently our business and financial performance may be materially
and adversely affected.
Our BEK Mine Plan is presently focused on one concession area (being the BEK Concession
Area) and the successful implementation of the BEK Mine Plan is subject to many factors
Post 30 September 2012, the BEK Concession Area is our only source of coal reserves available for
coal production and sales until such time we acquire other Mining Concessions. Accordingly, our coal
production expansion plans involve the exploitation of the coal reserves located in the BEK Concession
Area through the increase in our coal production operations in the BEK Concession Area. We
acquired BEK in May 2011 (BEK had previously obtained the BEK Mining Concession in April 2011)
and commenced coal production operations in the BEK Concession Area in FP2012. As a newly
producing concession area, the BEK Concession Area requires the implementation of coal production
operations expansion plans (which as at the Latest Practicable Date comprise our BEK Mine Plan).
The implementation of our BEK Mine Plan (and any other expansion plans that we may have in future)
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requires the construction of the necessary infrastructure (such as haulage roads, coal crushing facilities
and/or barge loading facilities) and hire of technical personnel, amongst others, in order to build up
our coal production output and capacity. Our key capital expenditure and production costs required for
implementation of the various activities under the BEK Mine Plan are set out in the ITR and reproduced
below.
TABLE 11.5
LOM CAPITAL EXPENDITURES – BEK PROJECT
(US$ MILLIONS)
Year

Heavy
Equipment

Land

Building and
Office
Infrastructure Equipment

Vehicles

Machinery

0.12

0.53

1.63

9.20

–

–

0.90

0.40

13.87

–

–

–

–

0.50

–

–

–

–

19.98

–

–

0.12

–

1.23

5.79

–

–

–

–

–

0.11

1.00

1.03

0.24

1.43

3.26

49.45

2012

5.89

–

2013

12.57

–

2014

–

0.50

2015

19.48

0.50

2016

4.44

2017

0.11

Total

42.49

1.03

Total

TABLE 10.1
ANNUAL UNIT COSTS OF BEK PROJECT PRODUCTION
(US$/TONNE)
Cost Item
Mining Costs

2012 Q1

2012
Q2-Q4

2013

2014

2015

2016

2017

9.49

10.14

8.89

8.89

8.86

8.85

9.98

Coal Handling Costs

0.00

9.06

8.86

8.86

8.80

8.80

8.93

Other Operating Costs

5.51

5.51

5.66

5.66

5.66

5.66

5.66

Total Production Costs1

15.00

24.71

23.41

23.41

23.32

23.31

24.57

2

9.30

24.10

22.13

22.27

22.08

22.08

23.07

Total Production Costs
1

Production costs including cost of ownership as described later in this report.
2
Production costs with depreciation deducted as shown in the income statement in the BCFM.

Our BEK Mine Plan is also premised on the estimates of coal reserves set out in the ITR and reproduced
below.
TABLE 11.1
JORC COAL RESERVES AT THE BEK PROPERTY
(31 DECEMBER 2011)
Area

Proved Reserves
(tonnes)

Probable Reserves
(tonnes)

Pit A

4,003,000

5,827,000

9,830,000

Pit B

0

1,639,000

1,639,000

Pit C

65,000

261,000

326,000

Pit D

144,000

577,000

721,000

Total

4,212,000

8,304,000

12,516,000

Total

Our BEK Mine Plan also takes into account certain estimates of the quality of coal found within the BEK
Concession Area (as set out in the ITR and reproduced below).
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TABLE 6.3
BEK CONCESSION COAL QUALITY SUMMARY – BASED UPON DRILL CORE ANALYSES
(EXCLUDING “ROOF COAL” AND “FLOOR COAL”)

Seam

Total
Inherent
Number of Moisture % Moisture %
Samples
(ar)
(adb)

Ash %
(adb)

VM %
(adb)

FC %
(adb)

Total Sulfur
%
(adb)

Heating
Value
kcal/kg
(ar)

G2

1

35.53

16.20

31.80

30.40

21.60

0.49

2,464

G

33

44.23

32.62

5.65

34.20

27.52

0.23

3,565

G1

3

42.32

28.76

5.25

36.16

29.83

0.21

3,559

F

1

36.11

24.80

23.40

29.90

21.90

0.32

2,919

D

2

41.85

31.20

6.73

35.37

26.69

0.21

3,498

D1

1

40.40

24.40

6.10

41.00

28.50

0.17

3,878

C2

4

41.69

32.33

7.78

35.73

24.16

0.24

3,471

C

10

42.12

31.74

10.37

31.12

26.78

0.23

3,241

B2

10

41.86

28.33

12.53

35.63

23.39

0.26

3,199

B1

11

41.94

30.75

10.00

34.65

24.61

0.20

3,311

42.02

31.66

7.36

34.23

26.75

0.23

3,470

W. AVG

We may not be able to successfully implement our BEK Mine Plan (and any other expansion plans
that we may have in future), build up coal production output and sales and/or adhere to the production
schedule under our BEK Mine Plan as a result of many factors, including:(a)

the failure or inability to construct, procure or gain access to the required supporting infrastructure,
such as coal haulage roads, coal crushing facilities and/or barge loading facilities or the failure of
plant, equipment and machinery to perform according to our intended and/or desired specifications
or expectations all of which may affect our coal production output, coal sales and production
schedule;

(b)

difficulties encountered by us in obtaining or financing the purchase of plant, machinery, equipment
and related spare parts required to increase production, such as excavators, bulldozers, dump
trucks due to various reasons such as supply constraints on the part of our suppliers and/
or unavailability of financing which is in turn due to various reasons such as inability to secure
financing on acceptable terms and/or credit market conditions. Any inability or failure to secure
the necessary financing may impact our ability to carry out the necessary capital investment in
the necessary equipment, infrastructure and/or land in accordance with our BEK Mine Plan and
accordingly our coal production output and capacity may not proceed in accordance with our BEK
Mine Plan;

(c)

the failure to produce the required amount of coal in the time frame we anticipate, whether as a
result of the lack of required supporting infrastructure, plant, machinery and/or equipment which
in turn may materially adversely affect our operating cashflow hence affecting the availability of
working capital to fund our capital and operational expenditure requirements under our BEK Mine
Plan as well as any other future expansion plans;

(d)

the inability to recruit a sufficient number of qualified and skilled workers and technical personnel
and utilise them effectively which would in turn lead to (i) lower coal production output; and/or (ii)
delays in our production schedule, both of which could in turn lead to reduced availability of coal for
sale and/or increased production costs;

(e)

the failure to adhere to our expansion plans due to our inability to secure necessary approvals
or other reasons, which would require us to make alternative arrangements, causing delays and
potentially increasing the costs of our expansion plans;

(f)

insufficient amount of reserves and/or variation in the actual amount of reserves as compared to
the estimated amount of reserves set out in the ITR may affect our expected revenue to be derived
from the BEK Mining Concession;
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(g)

variation in the actual quality of coal as compared to the estimated quality of coal set out in the
ITR, which may impact our coal sale prices and/or sales volume, both of which may in turn affect
our sales revenue, profit and cashflow from operations; and

(h)

unforeseen conditions or developments that could substantially delay and/or hinder our planned
expansion and production schedule under the BEK Mine Plan, including adverse weather
conditions (such as heavy rainfall) and abnormal geological formations.

There is no assurance that we are able to successfully implement our BEK Mine Plan (and any other
expansion plans that we may have in future), increase coal production output (and correspondingly
sales revenue and/or volume) and/or adhere to the production schedule under our BEK Mine Plan. Our
inability to successfully implement our BEK Mine Plan (and any other expansion plans that we may have
in future), increase coal production output and sales and/or adhere to the production schedule under our
BEK Mine Plan due to any of the factors above will have a material and adverse impact on our business
prospects, financial performance and financial position.
We are required to comply with extensive environmental laws and regulations in our mining
operations, and changes in those laws and regulations or their interpretation or implementation,
or unanticipated environmental effects from our operations, could require us to incur new or
increased costs
Our coal production operations involve using large quantities of water, relocation of overburden and acid
water generation from our mining areas and production of emissions from our coal crushing facilities, any
of which could adversely affect the environment if not properly controlled and managed. We are subject to
Indonesian environmental and health and safety laws, regulations and other legal requirements enacted
or adopted by the Government (whether at central or regional level). These laws govern aspects of our
coal production operations, such as the discharge of substances into the air and water, the management
and disposal of hazardous substances and wastes, site cleanup, groundwater quality and availability,
plant and wildlife protection and the reclamation and rehabilitation of land after mining is completed. The
costs associated with complying with these laws and our environmental standards and procedures affect
our production costs. In addition, any increase in our compliance requirements due to the enactment
or new laws or regulations or changes in the interpretation or implementation of existing laws and
regulations will increase our production costs which may, in turn, have a material adverse effect on our
business, financial performance, financial condition, results of operations and prospects.
In addition, we may be subject to financial penalties or other penalties such as enforced work stoppages,
suspension and/or revocation of our licences and permits in event of non–compliance with the relevant
laws, regulations and legal requirements. Such penalties could materially and adversely affect our
business, financial performance, financial condition, results of operations and prospects.
We have significant ongoing mine reclamation and rehabilitation obligations
The Government establishes land reclamation and rehabilitation requirements and standards for all
aspects of open cut mining carried out by mine owners. We are responsible and are required to carry
out land reclamation and rehabilitation programs for our BEK Concession Area. Our land reclamation
and rehabilitation programs are based on the geological characteristics of our BEK Concession Area.
In the event our actual costs incurred under our land reclamation and rehabilitation programs vary
from our estimated costs due to various reasons such as abnormal geological formations or changes
in land reclamation and rehabilitation governmental requirements or standards, our business, financial
performance, financial condition, results of operations and prospects could be materially and adversely
affected.
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We are exposed to potential liability arising from damages, injury or death due to accidents
Due to the nature of our coal production operations, there is a risk of accidents occurring on our premises
either to our employees or to third parties such as sub-contractors. These accidents may occur due to
various reasons or as a result of non-compliance with safety rules and regulations. Depending on the
severity of such accidents, we may be subject to inquiries and investigations by the relevant authorities
and/or be issued stop-work orders. In the event that we are found to be liable for such accidents,
penalties or damages may be imposed against us.
If any such accidents are not covered by our insurance policies and claims arising from such accidents
are in excess of our insurance coverage or if any of our insurance claims are contested by any insurance
company, we may be required to pay for such compensation, which may have a material and adverse
impact on our financial performance and results of operations. In addition, the payment by our insurers of
such insurance claims may result in increases in the premiums payable by us for our insurances. This will
also increase the costs of our operations and adversely affect our financial performance and results of
operations.
We may require additional financing for working capital and capital expenditure requirements as
well as any potential business opportunities
We require a significant amount of funds for working capital and capital expenditure requirements
of coal production operations as well as any potential business opportunities which are favourable to
our business, prospects and/or growth that we may encounter in future. We may need to use cash
from operations, or incur additional borrowings or obtain additional debt or equity financing for the
increase in working capital levels or capital expenditures or for the funding of these potential business
opportunities. Additional equity financing may lead to a dilution in the interests of our Shareholders and
reduce dividends payable (if any) on a per share basis. Should additional borrowings or debt financing be
required or if cash from operations is used, our ability to pay dividends (if any) may be restricted due to
a reduction in our available cash due to interest payments and/or principal repayments and/or restrictive
covenants pertaining to the payment of dividends. Such financing may also increase our vulnerability to
economic and industrial conditions due to the increased demands on our operating cashflow.
Further, there is no assurance that we will be able to obtain additional financing on terms that are
acceptable to us, or at all. Our ability to obtain bank financing or to access the capital markets for
future offerings of equity, debt or convertible securities may be limited by our financial position at the
time of any such financing or offering, limitations imposed by our existing credit facilities, as well as by
adverse market conditions resulting from, inter alia, general economic conditions and contingencies
and uncertainties that are beyond our control. The failure to obtain funds for working capital or capital
expenditure in a timely manner or at all could adversely affect our business, financial condition and
prospects. Even if we are successful in obtaining bank financing, increased finance expenses and
repayment of principal would limit the cash available to us for future working capital, and may impose
operational restrictions on us.
We may be subject to risks arising from foreign exchange fluctuations
Our revenue is denominated in both Indonesian Rupiah and United States Dollars. Cost of sales and
operating expenses are denominated in Indonesian Rupiah and Singapore Dollars. Any fluctuations in
currency exchange rates will result in exchange gains or losses arising from transactions carried out in
foreign currencies as well as translations of foreign currency monetary assets and liabilities as at the
end of the relevant reporting periods. As our functional currencies are Singapore dollars and Indonesian
Rupiah while our reporting currency is United States dollars, all resultant exchange differences willbe
reflected in our foreign currency translation reserve.
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We may be exposed to increased risks due to future acquisitions, joint ventures or other
arrangements
We will, as a matter of business strategy, invest or acquire interest in other entities holding suitable
Mining Concessions or enter into joint ventures or other investment structures in connection with the
acquisition, holding and/or exploitation of suitable Mining Concessions. Our acquisitions, along with
potential joint ventures and other investments, may expose us to additional business and operating risks
and uncertainties, including but not limited to:(a)

direct and indirect costs in connection with any such transactions;

(b)

the inability to effectively integrate and manage any acquired business;

(c)

the inability or unwillingness of joint venture partners to fulfil their obligations under the relevant
joint venture agreements;

(d)

strain on resources in order to coordinate internal systems, controls, procedures and policies;

(e)

disruptions to our ongoing business and the diversion of management’s time and attention from
other business concerns; and

(f)

risks of entering markets in which we have no or limited prior experience.

Although our management will attempt to evaluate the risks inherent in any particular transaction, there
is no assurance that our management is able to properly ascertain all such risks. In addition, future
acquisitions, joint ventures or other investments could result in the incurrence of substantial additional
indebtedness and other expenses or necessitate the issuance of potentially dilutive equity securities,
potentially dilutive and/or expensive convertible securities and/or potentially expensive debt securities.
There is no assurance that the difficulties encountered with acquisitions and other investments in
connection with the acquisitions, holding and/or exploitation of suitable Mining Concessions will not
adversely affect our Group’s business, financial condition and/or prospects.
Our reported coal reserves and resources are only estimates of the actual amounts of resources
and reserves in our concession areas and are based on various key assumptions which may
change
The coal reserves and/or resources estimates we have included in this Prospectus are only estimates of
the size of the coal deposits located within our BEK Concession Area which have been discovered but
not yet recovered.
The coal reserve estimates we have included in this Prospectus are only estimates of the coal deposits
that can be economically recovered. The classification of reserves as either proved or probable carries a
different level of confidence. Probable reserves carry a higher risk, are generally believed to be less likely
to be recovered and are estimated with a lower level of confidence than proved reserves, whereas proved
reserves carry a lower risk, are generally believed to be more likely to be recovered and are estimated
with a higher level of confidence than probable reserves.
Estimations of the quantities and value of coal reserves and/or resources, by their nature, cannot be
made with complete certainty due to incomplete information, the necessity to make various assumptions,
and the existence of factors beyond our control. The estimate of coal reserves and/or resources requires
the making of certain assumptions regarding sampling data, methodology, procedures and parameters
used for the estimation of coal resources.
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Actual factors may vary considerably from the assumptions used in estimating our coal reserves and/or
resources. Our actual coal reserves and/or resources may vary materially from the estimates. Accordingly
our reported estimates of our coal resources and reserves may not be an accurate indication of the
amount of coal that we can economically produce from the mines, and may not be an accurate indication
of our business prospects over time. Any significant reduction in the volumes and grades of the coal
reserves we recover from that which have been estimated could have a material adverse effect on our
business, financial performance, financial condition, results of operations and prospects.
Long-term demand for coal as a source of fuel may be affected by the relative commercial, social
and political attractiveness of alternative sources of fuel
Coal contains impurities, including sulphur, mercury, chlorine and other elements and compounds, many
of which are released into the air when coal is burned. Stricter environmental regulations of emissions
from coal-fired electricity generation plants and other industrial plants could increase the costs of using
coal relative to the costs of using alternative fuel sources, which may potentially reduce the commercial
attractiveness of coal. Stricter regulations could make coal a less attractive fuel alternative in the planning
and building of electricity generation plants in the future, thereby reducing demand for coal, which could
materially and adversely affect our business, financial condition, results of operations and prospects.
Mining activities in the forestry areas within our concession area are governed by forestry laws
and we require Government permits and licenses to mine in these areas
Our BEK Mining Concession grants us the right to carry out coal production operations in the BEK
Concession Area which encompasses approximately 631.84 ha of forestry areas. This represents 13.83%
of the BEK Concession Area. Mining activities in the forestry areas are governed by forestry laws and
require Government permits and licenses to mine in these areas, such as a “borrow-use” permit (Izin
Pinjam Pakai Kawasan Hutan) from the Ministry of Forestry. We presently have no plans to carry out
mining in forestry areas. We may in future carry out mining activities in forestry areas, in which case, we
will have to apply for the re-designation of forestry areas for the purpose of mining activities. There is no
assurance that we will be successful in our application to designate the forestry areas for the purpose
of mining activities. There is also no assurance that areas within the BEK Concession Area which are
not currently designated as forestry areas will be not be subsequently re-designated as forestry areas.
If such re-designation occurs, we will not be able to carry out coal production in such areas without
the requisite permits and licenses. If we are not successful in our applications for the re-designation of
forestry areas for the purpose of mining activities or if additional areas within our BEK Concession Area
are re-designated as forestry areas, our business, financial performance, financial condition, results of
operations and prospects could be materially and adversely affected.
For a description of the approval process for a re-designation of these areas, please see the “Regulations
Governing the Indonesian Coal Mining Industry” section of this Prospectus.
The presence of illegal mining activities in our BEK Concession Area may affect our production
output, revenue and costs
There have been reported instances of illegal mining activities within concessions areas of mine owners
in Indonesia which have undermined the operations of these mine owners. As a mine owner (through
our BEK Mining Concession), we are exposed to the potential damages resulting from illegal mining
activities. Illegal mining depletes our coal reserves and resources, which in turn reduces our future
production output and consequently revenue. Some of the potential damages also include, amongst
others, damage to the environment and surrounding areas where illegal mining is carried out through
neglect of reclamation and rehabilitation activities and damage to the assets of the mine owner through
the incitement of public demonstrations, violent or otherwise, by the illegal miners. In the event there is
damage to the environment, this could significantly increase our reclamation and rehabilitation obligations
and associated costs as we, as mine owner, are responsible for the environment within our concession
area. In the event there is damage to our assets, this could significantly increase our operating expenses
and capital expenditure due to an increase in repair and replacement costs. Any of the foregoing
consequences could have a material adverse effect on our business, financial conditions, results of
operations and prospects.

59

RISK FACTORS
We are dependent on key and skilled personnel and our ability to operate efficiently and
effectively could be impaired if we are unable to retain key personnel or retain or attract skilled
personnel
We manage our business with a number of key and skilled personnel who possess industry knowledge
and technical expertise. Our key personnel are familiar with our business operations and have established
good relationships with our customers and suppliers. We use skilled personnel to operate key plant,
equipment and machinery, including our fleet of earthmoving equipment and vehicles such as excavators,
bulldozers, coal crushing facilities, barge loading facilities and other general mine site infrastructure and
equipment. There is no assurance that we are able to continue to retain the services of our key and
skilled personnel or that we will be able to attract and retain skilled personnel in the future. Any inability
by us to retain or attract or train key or skilled personnel or could have a material adverse effect on our
business, financial performance, financial condition, results of operations and prospects.
In the event of capacity shortages which may arise due to disruptions to our business operations
and/or the acquisition of additional Mining Concessions, we may not be able to contract the
services of mining services companies for part of our mining activities
Under Article 36 of the New Mining Law, a mining company may conduct part or all of its mining
activities. It can also appoint and utilise a mining services company for limited mining activities, namely
for the removal of overburden and coal haulage. As mine owners, in the event of capacity shortages
which may arise due to disruptions to our business operations and/or the acquisition of additional mining
concessions, we may be required to outsource some of the mining activities which are allowed to be
outsourced under the New Mining Law to mining service companies. There is no guarantee that we
would be able to obtain such services and any consequential delays or further disruptions to our mining
activities could materially and adversely affect our business, financial performance, financial condition,
results of operations and prospects.
Our industry and business requires a high level of technical expertise and we may be required to
outsource certain works to technical consultants and professionals in the course of our business
Our industry and business requires a high level of technical expertise. We may be required to engage
the services of or outsource certain works to technical consultants and professionals in the course of our
business. In the event we engage or outsource work to these technical consultants and professionals, we
are exposed to risks arising from the technical abilities and work quality of these technical consultants
and professionals. Depending on the terms of work engagement, we may bear the contractual risk for
the non-performance by the technical consultants and professionals. There is no assurance that we will
be able to successfully engage or outsource work to suitable technical consultants and professionals, or
if we are able to successfully engage or outsource work, the technical consultants and professionals will
be able to deliver on their required work deliverables. Any inability on our part to successfully engage or
outsource work to suitable technical consultants and professionals and/or any inability by the relevant
technical consultants and professionals to deliver on their work deliverables could have a material
adverse effect on our business, financial performance, financial condition, results of operations and
prospects.
We are exposed to risk in respect of outbreaks of H1N1 influenza, bird flu, virus and/or other
communicable diseases which, if uncontrolled, could affect our financial performance and
prospects
An outbreak of the H1N1 influenza, bird flu, and/or other communicable diseases, if uncontrolled could
affect our business and operations. In addition, if any of the employees in our work areas or the work
areas of our suppliers and/or customers is infected with communicable diseases, we may experience
disruptions to our business or our suppliers and our customers may be required to temporarily shut down
their affected work areas for quarantine purposes. Accordingly, these disruptions to our business and
operations may result in a negative impact on our financial performance.
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RISKS RELATING TO INDONESIA
All of our property and assets and mining operations are located in Indonesia. As a result, future
political, economic, legal and social conditions in Indonesia, as well as certain actions and policies
the Government may, or may not, take or adopt could have a material adverse effect on our business,
financial condition, results of operations and prospects.
Our operations are affected by changes in existing and adoption of new Indonesian Government
laws and regulations and/or the changes in interpretation of the Indonesian Government laws and
regulations as well as possible inconsistencies between the various Indonesian Government laws
and regulations and/or the corresponding interpretation
Our operations in Indonesia are regulated by the laws and regulations of Indonesia, including those
relating to the corporate, investment, mining, marketing and transportation of coal, labour, environmental,
safety and taxation matters. The laws and regulations and its corresponding interpretations are
sometimes ambiguous, especially in the absence of implementing regulations, which provide guidance
on the implementation and application of the laws and regulations. Our operations may be adversely
affected by the adoption of new laws and regulations or changes to, or changes in the interpretation or
implementation of, existing laws and regulations which, in turn, could have a material adverse effect on
our business, financial condition, results of operations and prospects. Our costs of compliance may also
increase.
Treatment of subsidiaries and sub-subsidiaries of companies converted into PMAs
For instance, both the (i) Government Regulation regarding Share Ownership in Companies Established
within the Framework of Foreign Investment, namely, Government Regulation No. 20 of 1994 as amended
by Government Regulation No. 83 of 2001; and (ii) Law of No. 25 of 2007 are regulations and laws
duly passed by the Indonesian Government in respect of the treatment of the subsidiaries and subsubsidiaries of companies converted into PMAs. Neither of these regulations and laws (i) contains any
clear provision requiring the conversion of the subsidiaries and/or sub-subsidiaries of PMAs into PMAs;
nor (ii) provides for sanctions against non-conversion of such subsidiaries and sub-subsidiaries as well
as timelines for such conversions. There are also (i) no enforcement mechanisms or bodies in Indonesia
equipped with enforcement powers for the purpose of enforcing the conversion of companies (including
subsidiaries and sub-subsidiaries) into PMAs; and (ii) no guidelines and/or implementing regulations
issued by the Indonesian Government providing further clarity and guidance on the application,
interpretation, scope and extent of these laws. In the absence of enforcement, guidelines and/or
implementing regulations, there is uncertainty regarding how these laws will be applied by the relevant
government bodies.
As at the Latest Practicable Date, Government Regulation No. 20 of 1994 as amended by Government
Regulation No. 83 of 2001 and/or Law of No. 25 of 2007 only generally provides that the main
requirement for direct foreign investment is that the foreign investment must take the form of a limited
liability company under Indonesian law, and domiciled within the territory of the state of the Republic
of Indonesia, unless provided otherwise by law. In addition, every investor shall be responsible for the
following:a.

guarantee that capital availability is derived from sources which are not against laws and
regulations;

b.

assume and settle any obligation and damage under laws and regulations if an investor ceases or
leaves or abandons his/her business activities in a unilateral manner;

c.

create a fair competition business climate, to prevent monopolistic practices, and other matters that
are detrimental to the state;

d.

keep the environment sustainable;

e.

provide for workers’ safety, health, amenity and welfare; and

f.

comply with all laws and regulations.
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In the event the Indonesian Government passes and/or issues additional laws and regulations, such
as implementing regulations clarifying the conversion requirement of subsidiaries and sub-subsidiaries
of PMAs, and such additional laws and regulations require our subsidiaries such as SBJ and BEK to
be converted into PMAs, BEK will in turn be subject to certain provisions under the New Mining Law,
which require the holders of IUP and IUPK to have Indonesian ownership of not less than 20% in the
sixth year, 30% in the seventh year, 37% in the eighth year, 44% in the ninth year and 51% in the tenth
year from the issuance of Production Operations IUP. In such instance, we will be required to reduce
our shareholding in BEK in accordance with the stipulated provisions. The aforementioned would result
in a progressive reduction in the Group’s share of future profits of BEK despite the proceeds from
such sell-down being expected to have positive impact on the Group’s cashflow for the financial year
in which the sell-down occurs. In the event the sale price is below the carrying value of BEK, upon
the divestment of BEK, the Group will be required to recognise a loss on divestment (non-cash) in its
consolidated statement of comprehensive income. Any sell-down in the Group’s shareholding interest in
BEK will also result in recognition of the non-controlling interests, at the Group’s consolidated statement
of financial position, which represents the non-controlling interests’ share of net assets and profits in
BEK. The progressive sell-down will be accounted for as dilution of interest in BEK. In the tenth year
from the issuance of Production Operations IUP when the Group is required to divest 51% (cumulative)
shareholdings in BEK, the Group will then treat this as disposal of the subsidiary in accordance with
SFRS 103. Consequently, BEK will be treated as an investment in associate based on the remaining
equity interest (i.e. 49%) held by the Group, using equity accounting method in accordance with SFRS 28.
The decrease in shareholding percentage will also progressively reduce SBJ’s voting rights as a
shareholder of BEK which may in turn reduce the Group’s control over the operations of BEK due to
legal requirements with regard to minimum meeting quorums and shareholder approval thresholds.
A single shareholder (or a group of shareholders acting in concert, as the case may be), holding the
requisite shareholding interest in BEK, will be able to (i) either convene or prevent a general meeting
of shareholders from being convened; and/or (ii) either pass or block shareholder resolutions in
respect of corporate actions which require shareholders approval. Please see “Regulations Governing
the Indonesian Coal Mining Industry – Meeting Quorums and Shareholder Approvals” section of this
Prospectus for further details of the minimum meeting quorums and shareholder approval thresholds
under Indonesian Law for certain corporate actions requiring shareholders’ approvals.
Limits on the export of coal
Another possible instance is that the Indonesian Government may introduce new laws and regulations to
limit the export of coal. There have been various reports of drafts of regulations and proposals issued by
various government bodies in Indonesia concerning plans to limit coal export, such as the prohibition of
export of “low rank coal” and the imposition of an export tax on coal in general.
Prohibition of export of “low rank coal”
For the prohibition of export of “low rank coal”, there is presently no clarity on (i) whether the prohibition
will be implemented; and (ii) what constitutes “low rank coal”. “Low rank coal” has been variously
defined in the reports and drafts as coal with caloric value below 5,100 kcal/kg on an air dried basis
(or approximately 3,200 kcal/kg on GAR basis as per our management’s estimates), coal with caloric
value below 5,600 kcal/kg on an air dried basis (or approximately 4,000 kcal/kg on GAR basis as per
our management’s estimates) and coal with caloric value below 5,700 kcal/kg on an air dried basis (or
approximately 4,100 kcal/kg on GAR basis as per our management’s estimates). It is also possible that
the eventual definition of “low rank coal”, if the prohibition is indeed imposed, will be coal with caloric
values which differ from the aforementioned caloric values. The table below sets out the percentages of
our coal sales during the financial periods under review which fall within the varying definitions of “low
rank coal”.
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Definition of “low rank coal”

% of coal
sales in
FY2009

% of coal
sales in
FY2010

% of coal
sales in
FY2011

% of coal
sales in
FP2012

Caloric value below 5,100 kcal/kg on an air dried
basis (or approximately 3,200 kcal/kg on GAR
basis)

–

–

–

–

Caloric value below 5,600 kcal/kg on an air dried
basis (or approximately 4,000 kcal/kg on GAR
basis)

63.1(1)

–

4.5(2)

11.3(3)

Caloric value below 5,700 kcal/kg on an air dried
basis (or approximately 4,100 kcal/kg on GAR
basis)

63.1(1)

–

4.5(2)

11.3(3)

Notes:(1)

In relation to the coal produced and sold pursuant to our coal cooperation contract with CV Intan Karya Mandiri in Banjar
Regency, South Kalimantan Province, Indonesia.

(2)

In relation to the coal produced and sold pursuant to our coal cooperation contract with PT Borneo Surya Abadi in Paser
Regency, East Kalimantan Province, Indonesia.

(3)

In relation to the coal produced and sold pursuant to our BEK Mining Concession in Kutai Barat Regency, East Kalimantan
Province, Indonesia. This quantity of coal sold represents approximately 82.8% of the entire quantity of coal produced
under the BEK Mining Concession for FP2012. For avoidance of doubt, 100% of the coal produced under the BEK Mining
Concession for FP2012 falls within two of the three definitions of “low rank coal” as set out in the table. As stated in the ITR,
the average calorific value of coal in our BEK Concession Area is 3,470 kcal/kg (GAR), which falls within two of the three
definitions of “low rank coal” set out in the table.

There will only be clarity upon the formal enactment and enforcement of the relevant regulations. For the
financial periods under review, while majority of our sales are currently made to customers domiciled
in Indonesia, we understand that most of our customers for coal produced under coal cooperation
contracts export our coal to overseas markets, while most of the end customers for coal produced from
the BEK Concession Area were domestic power plants. In the event (i) the relevant regulation(s) are
enacted; (ii) our coal falls within a clear definition/specification of “low rank coal” (which will result in our
coal being prohibited from being exported); and (iii) the customers or the end customers for our coal are
domiciled overseas, the demand from such customers may decrease and/or we may need to look for new
customers who utilise their coal purchases domestically and this could have a material adverse effect
on our sales which in turn will have a material adverse effect on our business, financial performance,
financial condition, results of operation and prospects.
Imposition of export tax on coal
For the imposition of an export tax on coal, there is presently no clarity on (i) whether the export tax will
be imposed; (ii) who are the parties who will be subject to the export tax; and (iii) the export tax rate. The
export tax rate has been widely reported to be 25%, increasing to 50% subsequently. It is also possible
that the eventual export tax rate, if the export tax is imposed, will be different from the widely reported tax
rate.
There will only be clarity upon the formal enactment and enforcement of the relevant regulations. For the
financial periods under review, while majority of our sales are currently made to customers domiciled in
Indonesia, we understand that most of our customers for coal produced under coal cooperation contracts
export our coal to overseas markets, while most of the end customers for coal produced from the BEK
Concession Area were domestic power plants. In the event the relevant regulation(s) are enacted and
our coal is subject to export tax, the demand from our customers may decrease and this could have a
material adverse effect on our sales which in turn will have a material adverse effect on our business,
financial performance, financial condition, results of operation and prospects.
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RISK FACTORS
The interpretation and implementation of legislation on regional governance in Indonesia is
uncertain and may adversely affect our businesses, financial condition, results of operations and
prospects
Regional autonomy laws and regulations have changed the regulatory environment for mining companies
in Indonesia by decentralising certain regulatory and other powers from the central Government to
regional governments, thereby creating uncertainty for mining companies. These uncertainties include the
validity, scope, interpretation and application of the New Mining Law resulting from the implementation
of the regional autonomy laws, a lack of implementing regulations on regional autonomy and a lack
of government infrastructure with minerals sector experience at some regional government levels. We
cannot clearly ascertain the impact of the regional autonomy laws on the powers of the Ministry of
Energy and Mineral Resources and the regional governments for the grant, renewal and extension of
mining, exploration and production operations licenses and approvals, and on the supervision of mining,
exploration and production activities. Moreover, limited precedents or other guidance exists on the
interpretation and implementation of the regional autonomy laws and regulations. This uncertainty has
increased the risks, and may increase the costs, involved in mining activities in Indonesia.
The regional governments where our Mining Concession(s) (present or future) are located could adopt
regulations or decrees, or interpret or implement the regional autonomy laws or regulations in a manner
that adversely affects our operations. Any new regulations, and the interpretation and implementation of
those new regulations, may differ materially from the legislative and regulatory framework of the New
Mining Law and its current interpretation and implementation. We may also face inconsistent claims
between the central Government and regional governments regarding jurisdiction over our operations and
the required regulatory approvals. We may face claims by regional governments, including, among others,
claims for participating interests in our mining operations or new or increased local taxes.
Any of the foregoing could have a material adverse effect on our business, financial condition, results of
operations and prospects.
We may be affected by adverse changes in the political, economic, regulatory or social conditions
in the countries in which we operate or into which we intend to expand
We are governed by the laws, regulations and government policies in each of the countries in which
we operate or into which we intend to expand our business and operations. Our business and future
growth are dependent on the political, economic, regulatory and social conditions in these countries. Any
economic downturn or changes in policies in these countries, currency and interest rate fluctuations,
capital controls or capital restrictions, labour laws, changes in environmental protection laws and
regulations, duties and taxation and limitations on imports and exports could materially and adversely
affect our operations, financial performance and future growth.
Terrorist activities in Indonesia could destabilise the country, thereby adversely affecting our
business
Since 2002, several bombing incidents have taken place in Indonesia, most significantly in Bali in
October 2002 and October 2005, and further terrorist acts may occur in the future. Terrorist acts could
destabilise Indonesia and increase internal divisions within the Government as it evaluates responses
to that instability and unrest. Violent acts arising from, and leading to, instability and unrest have in the
past had, and may continue to have, a material adverse effect on investment and confidence in, and the
performance of, the Indonesian economy, which could have a material adverse effect on our business,
financial condition, results of operations and prospects.
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RISK FACTORS
Domestic, regional or global economic changes may adversely affect our business
The Asian economic crisis in 1997 and, to a certain degree, the global financial crisis in 2008 had
significant and adverse impact on Indonesia, and a recurrence of a crisis of a similar scale, whether
at a domestic, regional or global level, could have a material adverse effect on Indonesia’s economy.
Consequently, our business and results of operations will also be adversely affected by any deterioration
in the economic conditions of Indonesia. There can be no assurance that an economic downturn in
Indonesia will not occur in the future. Any such downturn could have a material adverse effect on our
business, financial condition and results of operations.
In addition, there has been inflation in Indonesia for the financial periods under review. Should inflation
in Indonesia increase significantly, our costs, including our operating and financing costs are expected
to increase. Until we can make appropriate adjustments, the real value of our operating expenses and
financing costs is expected to increase, which would have an adverse effect on our financial performance
and results of operations.
RISKS RELATING TO OWNERSHIP OF OUR SHARES
Our Controlling Shareholder will retain significant control over our Group after the Invitation
which will allow it to influence the outcome of matters submitted to Shareholders for approval
Upon the completion of the Invitation, our Controlling Shareholder, Master Resources and the
shareholders of Master Resources, in aggregate will own approximately 68.2% of our Company’s postInvitation share capital. As a result, our Controlling Shareholder will be able to exercise significant
influence over matters requiring Shareholders’ approval, including the election of Directors and the
approval of significant corporate transactions. Our Controlling Shareholder will also have veto power with
respect to any shareholders’ action or approval requiring a majority vote except where it is required by
the listing rules of the SGX-ST to abstain from voting. Such concentration of ownership may also have
the effect of delaying, preventing or deterring a change in control of our Group which may not benefit
Shareholders.
There has been no prior market for our Shares
Prior to this Invitation, there has been no public market for our Shares. There can be no assurance that
an active trading market for our Shares will develop or, if developed, will be sustained, or that the market
price for the Shares will not decline below the Invitation Price. Accordingly, you may be unable to sell your
Shares at or above the Invitation Price. The Invitation Price may not be indicative of the market price for
our Shares after the completion of this Invitation.
New investors will incur immediate dilution and may experience further dilution
Our Invitation Price of 32.5 cents per Share is substantially higher than our NAV per Share of
10.1 cents (based on the adjusted NAV as referred to in the “Dilution” section of this Prospectus and
as adjusted for the net proceeds from the Invitation). If we were liquidated immediately following the
Invitation, each investor subscribing for the Invitation Shares would receive less than the price paid for
their Shares. Please refer to the “Dilution” section of this Prospectus for further details.
Future sale of our Shares could adversely affect our Share price
Any future sale of our Shares can have a downward pressure on our Share price. The sale of a significant
amount of Shares in the public market after the Invitation, or the perception that such sales may
occur, could adversely affect the market price of our Shares. These factors also affect our ability to sell
additional equity securities. Except as otherwise described in the “Moratorium” section of this Prospectus,
there will be no restrictions imposed on our Substantial Shareholders to dispose of their Shares.
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RISK FACTORS
Our Share price may fluctuate following the Invitation
The market price of our Shares may fluctuate significantly and rapidly in response to, inter alia, the
following factors, some of which are beyond our control:(a)

variations in our operating results;

(b)

changes in securities analysts’ recommendations, perceptions or estimates of our financial
performance;

(c)

changes in market valuations and share prices of companies with similar businesses to our
Company that may be listed in Singapore;

(d)

announcements by us of significant acquisitions, strategic alliances or joint ventures;

(e)

fluctuations in stock market prices and volume;

(f)

our involvement in material litigation;

(g)

additions or departures of key personnel;

(h)

success or failure of our management in implementing business and growth strategies; and

(i)

changes in conditions affecting the industry, the general economic conditions or stock market
sentiments or other events or factors.

Negative publicity may adversely affect our Share price
Negative publicity involving our Group, any of our Directors, Substantial Shareholders or Executive
Officers may adversely affect the market perception or the stock performance of our Company, whether or
not it is justified. Some examples are unsuccessful attempts in joint ventures, takeovers or involvement in
insolvency proceedings.
We may not be able to pay dividends
Our ability to declare dividends in relation to our Shares will depend on our future financial performance,
which, in turn, depends on successfully implementing our strategy and on financial, competitive,
regulatory, technical and other factors, general economic conditions, demand and selling prices of our
products, and other factors specific to our industry or specific projects, many of which are beyond our
control. The receipt of dividends from our Indonesian operating subsidiaries may also be adversely
affected by the passage of new laws, adoption of new regulations or changes to, or in the interpretation or
implementation of, existing laws and regulations and other events beyond our control. See the “Dividend
Policy” section of this Prospectus for a discussion of our dividend policy.
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INVITATION STATISTICS
INVITATION PRICE

32.5 cents

NTA(1)
The NTA per Share based on the unaudited combined statement of financial position of our Group
as at 31 March 2012:(a)

before adjusting for the estimated net proceeds of the Invitation and based on the preInvitation share capital (post Conversion) of 898,702,639 Shares

4.30 cents

(b)

after adjusting for the estimated net proceeds of the Invitation and based on the postInvitation share capital of 1,157,050,891 Shares

10.06 cents

Premium of Invitation Price over the NTA per Share based on the unaudited combined statement
of financial position of our Group as at 31 March 2012:(a)

before adjusting for the estimated net proceeds of the Invitation and based on the preInvitation share capital (post Conversion) of 898,702,639 Shares

656%

(b)

after adjusting for the estimated net proceeds of the Invitation and based on the postInvitation share capital of 1,157,050,891 Shares

223%

Historical EPS based on the audited combined financial results of our Group for FY2011 and the
pre-Invitation share capital (post Conversion) of 898,702,639 Shares

2.00 cents

Historical EPS based on the audited combined financial results of our Group for FY2011 and the
pre-Invitation share capital of 898,702,639 Shares, assuming that the Service Agreements had
been in place from the beginning of FY2011

1.93 cents

EPS(2)

PER
Historical PER based on the historical EPS for FY2011

16.25 times

Historical PER based on the historical EPS for FY2011, assuming that the Service Agreements
had been in place from the beginning of FY2011

16.84 times

Net Cash Flow from Operations(2)(3)
Historical net cash flow from operations per Share of our Group for FY2011 based on the preInvitation share capital (post Conversion) of 898,702,639 Shares

2.91 cents

Historical net cash flow from operations per Share of our Group for FY2011 and the pre-Invitation
share capital (post Conversion) of 898,702,639 Shares, assuming that the Service Agreements
had been in place from the beginning of FY2011

2.85 cents

Price to Net Cash Flow from Operations Ratio
Invitation Price to historical net cash flow from operations per Share for FY2011

11.17 times

Invitation Price to historical net cash flow from operations per Share for FY2011, assuming that
the Service Agreements had been in place from the beginning of FY2011

11.40 times

Market Capitalisation
Market capitalisation based on the Invitation Price and the post-Invitation share capital of
1,157,050,891 Shares

S$376.04
million

Notes:(1)

Based on the exchange rate of US$1:S$1.256 as at 31 March 2012.

(2)

Based on the average exchange rate of US$1:S$1.2549 for FY2011.

(3)

Net cash flow from operations is defined as profit attributable to owners of the Company with depreciation expenses added
back.
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DILUTION
Dilution is the amount by which the Invitation Price to be paid by investors for our New Shares in the
Invitation (“New Investors”) exceeds the NAV per Share immediately after the Invitation. Our unaudited
NAV per Share as at 31 March 2012, adjusted for the Restructuring Exercise but before adjusting for the
estimated net proceeds from the Invitation and based on the pre-Invitation share capital of 898,702,639
Shares, was 4.3 cents.
Pursuant to the Invitation in respect of 289,264,000 Invitation Shares at the Invitation Price, our NAV per
Share after adjusting for the estimated net proceeds from the Invitation and based on the post-Invitation
share capital of 1,157,050,891 Shares, would be 10.1 cents. This represents an immediate increase in
NAV per Share of 5.8 cents to our existing Shareholders and an immediate dilution in NAV per Share of
22.4 cents to our New Investors.
The following table illustrates such dilution on a per Share basis:Cents
Invitation Price

32.5

NAV per Share as at 31 March 2012, adjusted for the Restructuring Exercise but before adjusting
for the estimated net proceeds from the Invitation

4.3

Increase in NAV per Share attributable to existing Shareholders

5.8

NAV per Share after the Invitation(1)

10.1

Dilution in NAV per Share to New Investors

22.4

Note:(1)

The computed NAV does not take into account our actual financial performance from 31 March 2012 up to the Latest
Practicable Date. Depending on our actual financial results, our NAV per Share may be higher or lower than the above
computed NAV.

The following table summarises the total number of Shares acquired by our Directors and/or Substantial
Shareholders and their respective Associates (as adjusted for the Sub-Division under the Restructuring
Exercise) and the other shareholders (including the Pre-Invitation Investors) during the period of three
years prior to the date of lodgement of this Prospectus, the total consideration paid and the average
effective cost per Share to them and to our new public investors pursuant to the Invitation.

Number of
Shares acquired

Consideration
(S$)

Average
effective cost
per Share
(cents)

552,326,287

140,000

0.03

Charles Antonny Melati

46,395,406

11,760

0.03

Dhamma Surya

56,810,704

14,400

0.03

Huang She Thong

29,825,620

7,560

0.03

Darmin

14,202,676

3,600

0.03

Ng See Yong

29,825,620

7,560

0.03

Richard Kennedy Melati

29,825,620

7,560

0.03

Yanto Melati

29,825,620

7,560

0.03

Directors and/or Substantial Shareholders and their
respective Associates
Master Resources(1)
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Average
effective cost
per Share
(cents)

Number of
Shares acquired

Consideration
(S$)

Ample China(2)

11,569,847

1,128,061

9.75

T1 Pre-Invitation Investors and T4 Pre-Invitation Investor

30,769,231

5,000,000

16.25

T2 Pre-Invitation Investors

20,512,821

4,000,000

19.50

T3 Pre-Invitation Investors and T5 Pre-Invitation Investor

46,813,187

10,650,000

22.75

258,348,252

83,963,182

32.5

Other Shareholders

New public investors
Notes:(1)

Master Resources is a company incorporated in the British Virgin Islands. The shareholders of Master Resources are Charles
Antonny Melati (19.6%), Dhamma Surya (24.0%), Huang She Thong (12.6%), Richard Kennedy Melati (12.6%), Ng See Yong
(12.6%), Yanto Melati (12.6%) and Darmin (6.0%).

(2)

Ample China International Limited (“Ample China”) is a company incorporated in the British Virgin Islands. On 16 June 2010,
Ample China entered into the Personal Consultancy Agreement, pursuant to which Ample China was engaged to provide
personal consultancy services to Charles Antonny Melati, which included, inter alia, advising him on matters relating to his
various business interests. Pursuant to the Personal Consultancy Agreement, Ample China was entitled to purchase such
number of Shares from Charles Antonny Melati or his nominees, such that Ample China shall hold 1.0% of the post-Invitation
share capital of our Company, based on 70% discount to the Invitation Price, or 9.75 cents per Share.
On 8 October 2012, Ample China exercised its entitlement and purchased an aggregate of 11,569,847 existing Shares in our
Company for an aggregate consideration of S$1,128,061, comprising 680,308 Shares from Charles Antonny Melati, 833,029
Shares from Dhamma Surya, 437,340 Shares from Huang She Thong, 8,098,893 Shares from Master Resources, 208,257
Shares from Darmin, 437,340 Shares from Ng See Yong, 437,340 Shares from Richard Kennedy Melati, and 437,340 Shares
from Yanto Melati.
As at the date of this Prospectus, the sole shareholder of Ample China is Lim Choon Hian. Lim Choon Hian is accordingly
deemed to be interested in the Shares held by Ample China.

Save as disclosed above, no Director, Substantial Shareholder or their respective Associates have
acquired any shares in our Company during the period of three (3) years prior to the date of lodgement of
this Prospectus.
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CAPITALISATION AND INDEBTEDNESS
The following table shows the cash and cash equivalents as well as capitalisation and indebtedness of
our Group as at 31 August 2012:(i)

based on the management accounts of our Group as at 31 August 2012;

(ii)

as adjusted for the Restructuring Exercise (including the Sub-Division and the Conversion); and

(iii)

as adjusted for the net proceeds from the Invitation.

You should read this in conjunction with the “Independent Auditors’ Report and the Audited Combined
Financial Statements for the Financial Year Ended 31 December 2009, 2010 and 2011”, the “Independent
Auditors’ Review Report and the Interim Condensed Unaudited Combined Financial Statements for the
Three Months Ended 31 March 2012” and the “Independent Auditors’ Report and the Unaudited Pro
Forma Combined Financial Information as at 31 December 2011 and 31 March 2012” as set out in
Appendices A, B and C, respectively of this Prospectus, and the “Management’s Discussion and Analysis
of Results of Operations and Financial Position” section of this Prospectus.

(US$’000)

As at 31
August 2012

Cash and cash equivalents

As adjusted
for the
Restructuring
Exercise
(including the
Sub-Division and
the Conversion)

As adjusted
for the net
proceeds from
the Invitation

3,446

3,446

67,139

365

365

365

Indebtedness
Current
- secured and guaranteed
- secured and non-guaranteed
- unsecured and guaranteed
- unsecured and non-guaranteed

5,115

5,115

5,115

15,308

–

–

4,743

4,743

4,743

Non-current
- secured and guaranteed
- secured and non-guaranteed
- unsecured and guaranteed
- unsecured and non-guaranteed

631

631

631

2,321

2,321

2,321

–

–

–

14,224

14,224

14,224

Total indebtedness

42,707

27,399

27,399

Total shareholders’ equity

36,124

51,432

116,345

Total capitalisation and indebtedness

78,831

78,831

143,744

As at the Latest Practicable Date, we had approximately S$19.2 million or US$15.7 million (based on
an exchange rate of US$1:S$1.2212 as at the Latest Practicable Date) of convertible loans outstanding.
On 5 October 2012, these convertible loans were converted into 98,702,639 Shares, issued and allotted
to the Pre-Invitation Investors. Please refer to the “Restructuring Exercise” section of this Prospectus for
further details.
There were no material changes in our total capitalisation and indebtedness from 31 August 2012 to the
Latest Practicable Date, save for the scheduled monthly repayments on our bank borrowings and finance
leases as well as changes in our retained earnings arising from the day-to-day operations in the ordinary
course of our business.
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Borrowings
As at the Latest Practicable Date, details of our total credit facilities were as follows:Amount of
facilities
granted
(US$’000)
Term Loan(1)

Utilised
(US$’000)

Amount
outstanding
(US$’000)

1,351

1,351

893

Finance Leases(2)

18,796

18,796

7,306

Total

20,147

20,147

8,199

Interest
rates
(per annum)

Maturity
profile

2.99% in
FY2012 and
4.98% from
FY2013 to
FY2015

30 November
2015 (Repayable
over 60 monthly
instalments)

Ranges
from 2.82% to
9.23%

Up to three years

Notes:(1)

The figures were calculated based on the exchange rate of US$1:S$1.2212 as at the Latest Practicable
Date.

(2)

The figures were calculated based on the exchange rate of US$1:IDR 9,450 as at the Latest Practicable Date.

The above facilities are secured as follows:Our Group’s term loan is secured by a legal mortgage over our Group’s leasehold property at 10 Anson
Road, International Plaza, #20-16 Singapore 079903 and personal joint and several guarantees from
Charles Antonny Melati, our Executive Chairman, and Kasmadi Melati, the father of Charles Antonny
Melati.
Our Group’s obligations under the finance leases are secured by the leased assets and personal
guarantee from Charles Antonny Melati, our Executive Chairman.
Please refer to the “Present and Ongoing Interested Person Transactions” section of this Prospectus for
further details of the securities provided by our Directors and their Associates.
As at the Latest Practicable Date, our total banking facilities comprise the term loan of approximately
US$1.4 million and the finance leases of approximately US$18.8 million.
To the best of our Directors’ knowledge, we are not in breach of any of the terms and conditions or
covenants associated with any credit arrangement or bank loan which could materially affect our financial
position and results or business operations, or the investments of our Shareholders.
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DIVIDEND POLICY
No dividends have been paid or proposed by our Company or our subsidiaries during the financial
periods under review.
We currently do not have a formal dividend policy. There can be no assurance that dividends will be paid
in the future or of the amount or timing of any dividends that will be paid in future.
We may, by ordinary resolution of our Shareholders, declare dividends at a general meeting, but we may
not pay dividends in excess of the amount recommended by our Directors. The declaration and payment
of dividends will be determined at the sole discretion of our Directors subject to the approval of our
Shareholders.
Our Directors may also declare an interim dividend without the approval of our Shareholders. In making
their recommendations, our Directors will consider, inter alia, our retained earnings and expected future
earnings, operations, cash flow, capital requirements and general financing condition, as well as general
business conditions and other factors which our Directors may determine appropriate. Future dividends
will be paid by us as and when approved by our Shareholders and Directors.
Information relating to taxes payable on dividends is set out under “Taxation” in Appendix F of this
Prospectus.
No inference should or can be made from any of the foregoing statements as to our actual future
profitability or our ability to pay dividends in any of the periods discussed.
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SELECTED COMBINED FINANCIAL INFORMATION
The following selected financial information should be read in conjunction with the full text of this
Prospectus, including the “Independent Auditors’ Report and the Audited Combined Financial Statements
for the Financial Year Ended 31 December 2009, 2010 and 2011”, the “Independent Auditors’ Review
Report and the Interim Condensed Unaudited Combined Financial Statements for the Three Months
Ended 31 March 2012” and the “Independent Auditors’ Report and the Unaudited Pro Forma Combined
Financial Information as at 31 December 2011 and 31 March 2012” as set out in Appendices A, B and C,
respectively of this Prospectus.
Combined Statements of Comprehensive Income
Audited
(US$)
Revenue

FY2009

FY2010

Unaudited
FY2011

FP2011

FP2012

13,651,465

50,053,133

69,246,013

16,566,842

19,258,888

Cost of sales

(10,973,497)

(31,007,244)

(42,587,325)

(12,297,886)

(11,611,126)

Gross profit

2,677,968

19,045,889

26,658,688

4,268,956

7,647,762

445,460

319,778

298,847

227,818

62,517

Other income
General and administrative
expenses

(365,445)

Other expenses

(359,593)

(822,318)

(492,169)

Finance costs

(375,400)

(1,337,506)

(1,943,842)

15,372,724

19,272,176

Profit before income tax
Income tax expense

2,022,990

(5,249,348)

(1,065,548)
–
(585,248)
2,845,978
(649,756)

(1,546,386)
(230,807)
(312,837)
5,620,249

(4,317,121)

(4,831,577)

1,240,697

11,055,603

14,440,599

158,349

188,353

1,399,046

11,243,956

13,847,667

2,671,064

3,435,884

Owners of the Company

1,240,697

11,088,544

14,320,768

2,203,962

4,191,666

Non-controlling interests

–

Profit for the year/period

(782,293)

(1,833,119)

2,196,222

(1,336,995)
4,283,254

Other comprehensive income:
Exchange differences on translation
Total comprehensive income for
the year

(592,932)

474,842

(847,370)

Profit attributable to:
(32,941)

119,831

(7,740)

91,588

1,240,697

11,055,603

14,440,599

2,196,222

4,283,254

1,399,046

11,276,520

13,731,991

2,676,062

3,358,213

Total comprehensive income
attributable to:
Owners of the Company
Non-controlling interests

–
1,399,046

(32,564)
11,243,956

115,676
13,847,667

(4,998)
2,671,064

77,671
3,435,884

Pre-Invitation EPS (US cents):
Basic(1)

0.15

1.39

1.79

0.28

0.52

Diluted(2)

0.14

1.23

1.59

0.25

0.47

Post-Invitation EPS (US cents)(3)

0.11

0.96

1.24

0.19

0.36

Notes:(1)

For comparative purposes, the Pre-Invitation EPS for the financial periods under review have been computed based on the
profit attributable to owners of the Company and our pre-Invitation share capital (before the Conversion) of 800,000,000
Shares.

(2)

For comparative purposes, the Pre-Invitation EPS for the financial periods under review have been computed based on the
profit attributable to owners of the Company and our pre-Invitation share capital (after the Conversion) of 898,702,639 Shares.

(3)

For comparative purposes, the Post-Invitation EPS for the financial periods under review have been computed based on the
profit attributable to owners of the Company and our post-Invitation share capital of 1,157,050,891 Shares.
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Combined Statements of Financial Position

(US$)
ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Total current assets

Unaudited
Audited
pro forma as at
as at 31
31 December
December 2011
2011(1)

Unaudited
as at 31 March
2012

Unaudited
pro forma as
at 31 March
2012(1)

4,214,407
519,532
1,674,188
1,871,356
8,279,483

4,214,407
519,532
1,674,188
1,871,356
8,279,483

2,360,070
8,106,973
1,817,301
1,442,821
13,727,165

2,360,070
8,106,973
1,817,301
1,442,821
13,727,165

Non-current assets
Prepayments
Deferred mining evaluation assets
Property, plant and equipment
Total non-current assets

730,895
1,444,359
80,397,778
82,573,032

730,895
1,444,359
80,397,778
82,573,032

352,559
53,978
80,080,466
80,487,003

352,559
53,978
80,080,466
80,487,003

Total assets

90,852,515

90,852,515

94,214,168

94,214,168

Current liabilities
Bank borrowings
Trade and other payables
Loans from related parties
Amount due to a related party
Convertible loans
Current portion of finance leases
Income tax payable
Total current liabilities

249,032
8,596,147
1,492,586
5,000,000
–
8,835,646
4,110,127
28,283,538

249,032
8,596,147
1,492,586
5,000,000
–
8,835,646
4,110,127
28,283,538

258,082
7,166,735
6,127,358
5,000,000
14,781,108
6,697,340
3,842,485
43,873,108

258,082
7,166,735
6,127,358
5,000,000
–
6,697,340
3,842,485
29,092,000

Non-current liabilities
Bank borrowings
Amount due to a related party
Convertible loans
Finance leases
Retirement benefit obligations
Deferred tax liabilities
Total non-current liabilities

775,839
15,035,292
15,113,078
2,324,986
691,377
1,974,674
35,915,246

775,839
15,035,292
–
2,324,986
691,377
1,974,674
20,802,168

738,706
14,716,348
–
1,456,916
853,677
1,653,545
19,419,192

738,706
14,716,348
–
1,456,916
853,677
1,653,545
19,419,192

LIABILITIES AND EQUITY

Capital, reserves and non-controlling
interests
Share capital
Translation reserve
Convertible loans reserve
Retained earnings
Equity attributable to owners of the
Company
Non-controlling interests
Total equity

153,846
(244,775)
–
26,655,020

15,266,924
(244,775)
–
26,655,020

153,846
(1,078,228)
832,253
30,846,686

15,767,207
(1,078,228)
–
30,846,686

26,564,091
89,640
26,653,731

41,677,169
89,640
41,766,809

30,754,557
167,311
30,921,868

45,535,665
167,311
45,702,976

Total liabilities and equity

90,852,515

90,852,515

94,214,168

94,214,168

3.32(2)

4.64(3)

NTA per Share (US cents)

74

3.84

(2)

5.07 (3)

SELECTED COMBINED FINANCIAL INFORMATION
Notes:(1)

The unaudited pro forma financial position as at 31 December 2011 and 31 March 2012 have been adjusted to reflect the
conversion of convertible loans into 98,702,639 Shares.

(2)

The NTA per Share as at 31 December 2011 and 31 March 2012 have been computed based on our pre-Invitation share
capital (before the Conversion) of 800,000,000 Shares.

(3)

The NTA per Share as at 31 December 2011 and 31 March 2012 have been computed based on our pre-Invitation share
capital (after the Conversion) of 898,702,639 Shares.
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The following discussion of our results of operations and financial condition has been prepared by our
management and should be read in conjunction with the “Independent Auditors’ Report and the Audited
Combined Financial Statements for the Financial Year Ended 31 December 2009, 2010 and 2011”,
the “Independent Auditors’ Review Report and the Interim Condensed Unaudited Combined Financial
Statements for the Three Months Ended 31 March 2012” and the “Independent Auditors’ Report and the
Unaudited Pro Forma Combined Financial Information as at 31 December 2011 and 31 March 2012”
as set out in Appendices A, B and C, respectively of this Prospectus. This discussion contains forwardlooking statements that involve risks and uncertainties. Our actual results may differ significantly from
those projected in the forward-looking statements. Factors that might cause future results to differ
significantly from those projected in the forward-looking statements include, but are not limited to, those
discussed below and elsewhere in this Prospectus, particularly in the “Risk Factors” section of this
Prospectus. Under no circumstances should the inclusion of such forward-looking statements herein
be regarded as a representation, warranty or prediction with respect to the accuracy of the underlying
assumptions by our Company, the Vendors, the Issue Manager, the Joint Underwriters or the Joint
Placement Agents or any other person. Investors are cautioned not to place undue reliance on these
forward-looking statements that speak only as of the date hereof. Please refer to the “Cautionary Notes
Regarding Forward-Looking Statements” section of this Prospectus.
OVERVIEW
We are a coal mining group specialising in the production and sale of coal in Indonesia. We
also engage in the provision of mining services and rental services. Such services relate to
overburden removal, coal haulage and rental of vehicles. As at the Latest Practicable Date, we
operate as a (i) mine operator (operating coal mining sites owned by third party mine owners
under coal cooperation contracts awarded by the respective third party mine owners, which have
ceased as of 30 September 2012); (ii) mine owner cum operator (operating our own coal mining
sites); and (iii) mine contractor (providing specific mine contracting services to third party mine
owners).
As a mine operator under coal cooperation contracts (prior to our cessation of such business
operations), we (i) derive our revenue and bear the relevant cost from the production and sale
of coal from coal mining sites owned by third party mine owners; (ii) deliver a portion of the
proceeds of the coal production to the mine owner by way of a fee on a per metric tonne of coal
basis; and (iii) reimburse third party mine owners royalty fees for their onward payment to the
Government. We do not derive revenue from the individual work activities carried out as a mine
operator.
As a mine owner cum operator, our revenue is derived from the sale of coal produced from our
own mines. We acquired the BEK Concession Area in 2011 and commenced coal production in
the BEK Concession Area in February 2012.
As a mine contractor, we derive our revenue from the provision of specific mine contracting
services to these third party mine owners. We do not derive revenue from the primary sale of coal
excavated from the coal mining sites owned by third party mine owners.
In FY2009, FY2010, FY2011 and FP2012, we produced approximately 398,000 tonnes, 787,000
tonnes, 853,000 tonnes and 267,000 tonnes (including coal from the BEK Mining Concession) of
coal respectively, and we sold approximately 406,000 tonnes, 763,000 tonnes, 910,000 tonnes and
272,000 tonnes (including coal from the BEK Mining Concession) of coal, respectively. During
the financial periods under review, we also purchased coal from third party coal suppliers to
supplement our Group’s coal production in order to meet any shortfall in contract fulfilment. In
the event we are required to purchase coal from suppliers to supplement any production shortfall,
our Group will incur higher costs which in turn will affect our profits and profit margins for the
relevant period. Our customers are primarily coal traders and export companies.
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During the financial periods under review, we derived substantially all of our revenue from
the sale of coal under the coal cooperation contracts with the mine owners. Pursuant to the
enactment of the New Mining Law in September 2009 and upon the expiration of the threeyear adjustment period on 30 September 2012, we are no longer be able to carry on business
operations as a mine operator under coal cooperation contracts. Accordingly, we are no longer
able to derive revenue from the sale of coal produced under such coal cooperation contracts.
Please see “Regulations Governing the Indonesian Coal Mining Industry – Mining Services
Regulation” section of this Prospectus for further details on the New Mining Law. Investors should
note that, going forward, our revenue would be derived from our operations as mine owner cum
operator as well as mine contractor.
For avoidance of doubt, the table below sets out the actual revenue and gross profits attributable
to our operations as a mine operator under the coal cooperation contracts (prior to our cessation
of such business operations), as a mine owner cum operator in respect of our BEK Mining
Concession, as a mine contractor and from the provision of mining and rental services.
FY2009

FY2010

FY2011

FP2012

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

13,651

100.0%

49,669

99.2%

66,762

96.4%

16,988

88.2%

Mine owner cum operator

–

0.0%

–

0.0%

–

0.0%

2,181

11.3%

Mining and rental services

–

0.0%

384

0.8%

2,484

3.6%

90

0.5%

Revenue
Mine operator

(1)

Mine contractor

–

0.0%

–

0.0%

–

0.0%

–

0.0%

13,651

100.0%

50,053

100.0%

69,246

100.0%

19,259

100.0%

2,678

100.0%

18,900

99.2%

25,640

96.2%

6,954

90.9%

Mine owner cum operator

–

0.0%

–

0.0%

–

0.0%

642

8.4%

Mining and rental services

–

0.0%

146

0.8%

1,019

3.8%

52

0.7%

Mine contractor(1)

–

0.0%

–

0.0%

–

0.0%

–

0.0%

Total gross profits

2,678

100.0%

19,046

100.0%

26,659

100.0%

7,648

100.0%

Total revenue
Gross profit
Mine operator

Note:(1)

As at the Latest Practicable Date, we have not derived any revenue from our Borneo Contract as a mine contractor as work
only commenced in September 2012.

FACTORS AFFECTING OUR BUSINESS, RESULTS OF OPERATIONS AND FINANCIAL CONDITION
Our business and historical financial condition and results of operations have been affected by a
number of important factors which we believe will continue to affect our financial condition and results of
operations in the future. These factors include the following:Production Capacity and Expansion
Our coal sales revenue is based primarily on the amount of coal we produce and sell to our customers
within each financial period and on the prices we receive for that coal. Our coal production volumes are
dependent primarily on our production capacity which is, in turn, dependent on the overall coal handling
capacity of the machinery, equipment and facilities owned and operated by us.
We set production targets and plans based on the coal reserve estimates of our mining projects, which
we update periodically, and prevailing global coal market conditions.
In FY2011, we increased our annual coal production to approximately 853,000 tonnes from approximately
787,000 tonnes in FY2010 and approximately 398,000 tonnes in FY2009 through additional investments
in plant and equipment for the extraction and production of coal.

77

MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS
AND FINANCIAL POSITION
Our BEK Concession Area has approximately 4.2 million tonnes of proved reserves and approximately
8.3 million tonnes of probable reserves conforming to the definitions of the JORC Code, which we
believe is adequate to support a life of mine plan for the BEK Mining Concession for six years. For further
information regarding our coal reserves and the uncertainties regarding these estimates, see “Appendix
G — Independent Technical Review of the Bumi Enggang Khatulistiwa Coal Mine Project in East
Kalimantan Province, Indonesia” and “Risk Factors — Risks Relating to the Coal Mining Industry — Our
reported coal resources and legally and economically recoverable coal reserves are only estimates of the
actual amounts of resources and reserves in our concession and are based on various key assumptions
which may change.”
Global Coal Prices
Fluctuations in global coal prices have affected, and will continue to affect, our production plans, results
of operations and cash flows from operating activities. Prices for our coal are based on global coal prices,
which tend to be cyclical and subject to significant fluctuations. As a commodity product, coal prices are
determined principally by changes in supply and demand dynamics of the world coal export markets.
These markets are highly competitive and are sensitive to changes in mining output (including the
opening and closing of new mines, the discovery of new deposits and the expansion of operations at
existing mines), the demands of coal end-users (such as electricity generation plants and industrial
facilities), global economic changes and changes in prevailing laws governing the export of coal from
Indonesia, all of which have significantly affected and will continue to affect the selling prices for our coal
and, therefore, our results of operations and cash flows.
As set out in the chart below, since 2009, coal prices were generally on an uptrend, though prices have
softened in FP2012.
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Source:The information was extracted from published information by Bloomberg L.P. on 13 September 2012.
Bloomberg L.P. has not consented to the inclusion of the above information in this Prospectus for the
purposes of Section 249 of the Securities and Futures Act and is therefore not liable for the relevant
information under Section 253 and 254 of the Securities and Futures Act. While our Directors have taken
reasonable action to ensure that the information is extracted accurately and fairly and has been included
in this Prospectus in its proper form and context, they have not independently verified the accuracy of the
relevant information.
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As such, we generally enter into short term supply contracts so that our Company will be positioned
to take advantage of any such increase in coal prices. However, with the purchase of the BEK Mining
Concession in FY2011 and the expansion in production capacity, we may consider reducing exposure
to short-term fluctuations and volatility in global coal prices by entering into long-term coal supply
agreements with our customers for a portion of the coal produced. Such long-term supply agreements
would provide for quarterly price adjustments.
Our policy is to enter into both long-term and short-term coal supply agreements for substantially all of
our anticipated coal production. We believe that long-term coal supply agreements with our customers
may provide greater stability and predictability to our revenue streams and cash flows from operating
activities, while short-term supply agreements would allow us to capitalise on short-term fluctuations in
coal prices.
Productivity and Efficiency of Coal Production Process
The unit cost for producing, processing and transporting coal from the pit to the loading point is one of
the key determinants of our profitability. Our unit cost is affected by the level of productivity and efficiency
of our coal production process, which includes our coal mining and processing operations, logistics
and transportation of the coal from mine to port and from the port to barges. Our ability to extract and
transport coal as quickly and cost effectively as possible from the mine to our customers determine our
productivity and efficiency.
Factors that affect our level of productivity and efficiency include capacity and utilisation of our plant and
equipment, mining techniques which address specific geological features of the various mines, labour
productivity, design and quality of infrastructure, such as roads, the coal loading facilities and the ability to
innovate in improving mine design, logistics and infrastructure.
Sales and Freight Expenses
We sell coal to our customers primarily on a FOB barge or ex-stockpile basis. For our FOB barge sales,
we are responsible for all expenses related to the coal production and loading of coal onto our customers’
barges. Such expenses are included under our Cost of Sales.
For our ex-stockpile sales, our customers pick up the coal from our stockpile location. In FP2012, our
sale of coal from the BEK Concession Area was undertaken on an ex-stockpile basis, and accordingly
no coal handling costs (which relates to costs after coal is picked up from the stockpile) were incurred by
our Group in connection with its BEK Concession Area operations. Going forward, we intend to sell our
coal produced from the BEK Concession Area on a FOB mother vessel basis and accordingly expect to
incur additional trans-shipment costs, and have budgeted for such coal handling (which contributes to
the increase in budgeted production costs as set out in Table 10.1 of the ITR). These additional costs are
expected to be fully factored into the selling price and as such, the Group does not foresee any significant
financial impact on its gross profit margins in the event that it also sells coal on a FOB mother vessel
basis.
Mining Expenses
The major components of our coal mining operations include the overburden removal and coal extraction
which require significant capital expenditure in all of the equipment, machinery, supplies and labour
necessary to run our operations.
We expect to make significant capital expenditures or that we will require significant working capital for
our planned future production expansion at the BEK Mining Concession.
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Mining expenses are affected, in part, by the strip ratio we face when mining areas during the relevant
period. A strip ratio is the number of bank cubic meters (“BCM”) of overburden (rock and soil) that must
be removed to access and extract one tonne of coal. Mining in areas with higher strip ratios require us
to remove larger amounts of overburden to access coal for mining, resulting in higher expenses and,
therefore, higher production costs. When we mine in areas with lower strip ratios, we are required to
remove less overburden as such our production costs are lowered. As we mine new areas such as
within the BEK Mining Concession, our strip ratio will vary depending on the geological characteristics
of the coal seams mined. Our strip ratios in respect of the coal mining sites under the coal cooperation
contracts for the financial periods under review (prior to our cessation of such business operations)
ranged from approximately 5.7 to 20.0. As at the Latest Practicable Date, our actual average strip ratio for
our mining site under the BEK Mining Concession is 6.0.
Our cost of sales for our coal mining operations have fluctuated and will continue to fluctuate, in part,
based on the strip ratios of the mines which we operate in.
Cost of Fuel
Fuel costs comprise a significant portion of our expenses. We purchase fuel from suppliers who are
located within close proximity from our mining operations. Fuel prices have generally been on the uptrend
since FY2009. We have not historically and do not currently hedge our exposure to fuel price risk.
Revenue
Our revenue is largely derived from sale of coal produced from the coal mining sites which we operate as
a mine operator under our coal cooperation contracts (prior to our cessation of such business operations)
and as mine owner cum operator. Revenue from the sales of coal is recognised when all the following
conditions are satisfied:(i)

our Group has transferred to the buyer the significant risks and rewards of ownership of the coal;

(ii)

our Group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the coal sold;

(iii)

the amount of revenue can be measured reliably;

(iv)

it is probable that the economic benefits associated with the transaction will flow to the entity; and

(v)

the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Our total revenue amounted to approximately US$13.7 million, US$50.1 million, US$69.2 million and
US$19.3 million in FY2009, FY2010, FY2011 and FP2012 respectively.
Sales of coal contributed to approximately 100%, 99.2%, 96.4% and 99.5% of our total revenue in
FY2009, FY2010, FY2011 and FP2012 respectively. Revenue from mining services and rental services
contributed to approximately 0.8% and 3.6% of our total revenue in FY2010 and FY2011 respectively. In
FP2012, rental services contributed to approximately 0.5% of our total revenue.
During the financial periods under review, save for the revenue generated from our BEK Mining
Concession in FP2012, all revenues from the sales of coal were generated from coal cooperation
contracts which have either ceased due to completion of coal production operations or have been
terminated by 30 September 2012, in compliance with the New Mining Law. We expect to also derive
revenue from the provision of mine contracting services in accordance with the New Mining Law under
the newly-secured Borneo Contract. Our operations in respect of the Borneo Contract commenced in
September 2012.
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The coal produced under our coal cooperation contracts (prior to our cessation of such business
operations) generally has a calorific value (i) between 3,500 kcal/kg (GAR) and 5,500 kcal/kg (GAR); or
(ii) calorific value in excess of 5,500 kcal/kg (GAR), depending on the specific mining sites from which
the coal was extracted. The table below sets out the proportion of coal produced under coal cooperation
contracts by calorific value for the financial periods under review:Kcal/kg (GAR)

FY2009

FY2010

FY2011

FP2012

> 5,500

29.7%

3,500 to 5,500

70.3%

100%

89.8%

100%

–

10.2%

–

Total

100%

100%

100%

100%

The average calorific value of coal produced from the BEK Concession Area in FP2012 was
approximately 3,600 kcal/kg (GAR).
Generally, coal with higher calorific value will command a higher selling price and vice versa. The
lower calorific value of coal produced from our BEK Concession Area in Kutai Barat Regency generally
commanded a lower average selling price as compared to the coal produced under our coal cooperation
contracts in the Samarinda City and Kutai Kartanegara Regency. During FP2012, the average selling
price of coal produced from our BEK Concession Area was approximately US$35 per tonne (ex-stockpile
basis) as compared to the coal produced under the coal cooperation contracts in Samarinda City and
Kutai Kartanegara Regency of approximately US$77 per tonne.
Our management is of the view that the current coal production volume from our BEK Concession Area
can be easily absorbed by existing market demand. To date, BEK has been able to sell all of its coal
produced. In this regard, we have also been receiving enquiries from other major customers whom
expressed their interest to purchase our BEK coal.
In addition, to the best of our management’s knowledge, there is further demand from coal traders who
may purchase and mix coal of varying specifications and calorific values, including those of lower calorific
values such as that found in the BEK Mining Concession, to suit the specific needs of its end customers.
This provides indirect demand support for lower calorific coal and mitigates downward pressures on their
selling prices. We have been selling our coal to coal traders and export companies. For more details,
please see “Business – Major Customers” section of this Prospectus.
Cost of Sales
Our cost of sales comprises production costs for our coal operations, adjusted for increases and
decreases in coal inventories. Our cost of sales includes:(i)

mining expenses, which consist of expenses in relation to excavating coal and overburden, site
support costs, salaries and benefits of our mine supervisors and staff as well as fuel expenses in
relation to the extraction of coal;

(ii)

transportation and handling costs, which consist of expenses incurred to transport coal from the
mine to jetty, expenses to maintain and operate the crushing and loading facilities in the jetty and
jetty charges;

(iii)

fees to third party mine owners (none of whom are related to our Directors, Executive Officers,
Substantial Shareholders and their respective Associates) which include (a) fees required to
satisfy the mine owner’s production entitlement under our coal cooperation contracts (prior to
our cessation of such business operations) and calculated typically based on approximately
US$3 to US$25 per tonne of coal produced; and (b) coal sale royalties paid to Edy Gunawan
and Laurensius (being the former shareholders of BEK). The quantum of fees to third party mine
owners fluctuates mainly due to (i) quantity of coal sold; and (ii) varying mine owner fees per tonne
of coal in accordance with the respective coal cooperation contracts;
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(iv)

depreciation expense related to the depreciation of property, plant and equipment pertaining to
operations including mining property;

(v)

operation of equipment expenses, which comprise expenses in relation to the maintenance and
operation of plant and equipment;

(vi)

royalties which include (a) royalties reimbursement to the mine owners which is calculated based
on certain percentage of coal sales revenue. These royalties are payable by the mine owners to the
Government; and (b) royalties paid by our Group to the Government in respect of our BEK Mining
Concession; and

(vii)

purchase of coal, which comprise expenses in relation to coal which is purchased to fulfil order
shortages. During the financial periods under review, we did not engage in the trading of coal (i.e.
purchasing coal solely for the purpose of on-selling to customer).

Production costs attributed to coal inventories are adjusted out of total production costs to arrive at
production costs attributed to coal sold.
Our mining costs also vary in accordance with the geological features of the various mines and varying
strip ratios of our mining operations. Higher strip ratios require higher amounts of overburden to be
removed in order to access coal, resulting in higher production costs per tonne of coal produced. When
strip ratios decrease, our production costs per tonne of coal produced decrease accordingly.
The following table shows the breakdown of our cost of sales during the financial periods under review:FY2009

FY2010

FY2011

FP2011

FP2012

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

Mining expenses

4,696

42.8

9,280

29.9

16,431

38.6

5,662

46.0

4,203

36.2

Transportation and
handling costs

2,909

26.5

4,614

14.9

6,613

15.5

1,153

9.4

1,624

14.0

Fee to mine owners

1,718

15.7

9,454

30.5

4,825

11.3

724

5.9

1,650

14.2

Depreciation expense

859

7.8

2,771

8.9

4,522

10.6

1,038

8.4

2,233

19.2

Operation of equipment
expenses

380

3.5

2,147

6.9

5,303

12.5

993

8.1

1,651

14.2

Royalties

159

1.4

607

2.0

1,924

4.5

557

4.5

250

2.2

Purchase of coal

252

2.3

2,134

6.9

2,969

7.0

2,171

17.7

–

–

10,973

100.0

31,007

100.0

42,587

100.0

12,298

100.0

11,611

100.0

Total

Other Income
Other income includes mainly interest income for bank deposits, net foreign exchange gains and other
miscellaneous income.
General and Administrative Expenses
General and administrative expenses include (i) employee benefits expense comprising remuneration
paid to directors, finance, marketing, human resource and administration staff. The remuneration paid
includes salaries, allowances, bonuses, fees as well as CPF and other contributions; (ii) depreciation
expenses; and (iii) rental of office and building.
General and administrative expenses accounted for approximately 33.2%, 45.9%, 68.3% and 74.0% of
our total operating expenses in FY2009, FY2010, FY2011 and FP2012 respectively.
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Other Expenses
Other expenses relate mainly to loss on disposal of property, plant and equipment, and expenses
incurred in relation to our Company’s IPO.
Finance Costs
Finance costs are interest expenses incurred in relation to bank borrowings and finance leases.
Income Tax Expense
Our Company and Subsidiaries are subject to income tax at the applicable statutory tax rates in
Singapore and Indonesia.
Singapore

Prevailing statutory tax rate in Singapore (%)
Effective tax rate in Singapore
(income tax expense as a % of PBT) (%)

FY2009

FY2010

FY2011

FP2012

17.0

17.0

17.0

17.0

(1)

(2)

N.A.

–

(2)

N.A.

N.A.(2)

Notes:(1)

Our Company and its Singapore subsidiary, GCI were incorporated in FY2010.

(2)

Our Company and its Singapore subsidiary, GCI did not have any taxable income in FY2010, FY2011 and FP2012.

Indonesia
For our operations in the Indonesia, the statutory corporate tax rates during the financial periods under
review were as follows:FY2009

FY2010

FY2011

FP2012

Prevailing statutory tax rate in Indonesia (%)

28.0

25.0

25.0

25.0

Effective tax rate in Indonesia
(income tax expense as a % of PBT) (%)

38.7

27.2

24.9

26.6

During the financial periods under review, our Group’s overall effective tax rates are 38.7%, 28.1%, 25.1%
and 23.8% respectively. In FY2009, FY2010 and FY2011, our Group’s overall effective tax rate was
higher than the prevailing statutory tax rates due mainly to certain expenses not being deductible for tax
purposes. In FP2012, our Group’s overall effective tax rate was lower than the prevailing statutory tax rate
of our Indonesian entities. This was due to certain non-taxable items at our Group level.
SEASONALITY
Our coal mining operations at the mines in Kalimantan are affected by inclement weather, particularly
heavy rains which typically occur from October to January. For a description of the risks we face from
adverse weather conditions, see “Risk Factors — Risks Relating to our Industry and Business — Our
business operations are subject to unexpected disruptions and factors beyond our control”. We seek to
mitigate the effects of inclement weather by increasing production during the dry season, managing our
mine drainage systems, working on a number of mining faces concurrently and carefully managing our
coal stockpiles. Nevertheless, our results of operations fluctuate from fiscal quarter to fiscal quarter due,
in part, to the effects of the rainy season. In particular, our operating results for the fiscal quarters which
cover the typical dry season (from February to September) at our coal operations are generally better
than the operating results for the fiscal quarters which cover the typical rainy season (from October to
January).
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INFLATION
Over the financial periods under review, inflation did not have a material impact on our performance.
REVIEW OF RESULTS OF OPERATIONS
For the purposes of discussion, we have segmented our revenue and gross profit by geographical
locations of our customers for the financial periods under review. The analysis provided below should be
read in conjunction with the full text of this Prospectus, including the “Independent Auditors’ Report and
the Audited Combined Financial Statements for the Financial Year Ended 31 December 2009, 2010 and
2011” and the “Independent Auditors’ Review Report and the Interim Condensed Unaudited Combined
Financial Statements for the Three Months Ended 31 March 2012” as set out in Appendices A and B of
this Prospectus.
Review of Past Performance by Geographical Locations of our Customers
The breakdown of our revenue according to the various geographical regions (based on our customers’
invoice billing address) for the financial periods under review is presented below. While it is possible to
segment our revenue by geographical regions, the allocation of costs and other income cannot be done
in a similar manner with reasonable accuracy. This is because our costs such as employee benefits
expense, marketing and distribution costs, administration expenses, finance costs, other expenses and
charges are general costs which are pooled and used to serve all our customers. As we do not track the
allocation of our cost of sales and operating costs by geographical regions, any attempt to match these
expenses to revenues in the various geographical regions is therefore not meaningful.
Revenue
FY2009

FY2010

FY2011

FP2011

FP2012

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

(US$’000)

(%)

13,651

100

41,368

82.6

50,597

73.1

7,399

44.7

17,553

91.1

China

–

–

8,685

17.4

15,450

22.3

6,014

36.3

1,706

8.9

Singapore

–

–

–

–

3,199

4.6

3,154

19.0

–

–

13,651

100

50,053

100

69,246

100

16,567

100

19,259

100

Indonesia

Total

FY2010 vs FY2009
Revenue
Revenue increased by US$36.4 million or 265.7% from US$13.7 million in FY2009 to US$50.1 million in
FY2010 due mainly to an increase in the quantity of coal sold and an increase in average selling price of
coal.
Sales of coal increased from 406,000 tonnes in FY2009 to 763,000 tonnes in FY2010. The increase in
revenue in FY2010 was due mainly to the commencement of coal production for an additional two blocks
within the same concession area in Samarinda, East Kalimantan Province, Indonesia for PT Transisi
Energy Satunama. The quantity of coal sales attributable to the additional two blocks amounted to
approximately 228,000 tonnes. The average selling price of coal increased by approximately US$31 per
tonne from US$34 per tonne in FY2009 to US$65 per tonne in FY2010 in line with the general increase
in the Indonesian Coal Index and the higher calorific value of coal produced in FY2010.
Cost of sales
Cost of sales increased by US$20.0 million or 181.8% from US$11.0 million in FY2009 to US$31.0 million
in FY2010 due mainly to an increase in (i) mining expenses of US$4.6 million; (ii) transportation and
handling costs of US$1.7 million; (iii) depreciation expenses of US$1.9 million; (iv) operation of equipment
expenses of US$1.8 million; (v) royalties of US$0.4 million, which arose from the increase in quantity of
coal produced and sold in FY2010. Fees to mine owners increased by US$7.7 million due mainly to a
65.3% increase in average KP fee per metric tonne of coal, as well as an increase in the quantity of coal
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produced and sold in FY2010. Purchase of coal increased by US$1.9 million due mainly to an increase
in the average purchase price of coal per tonne from US$14 in FY2009 to US$49 in FY2010 arising from
the higher grade of coal purchased to fulfil order shortages in FY2010.
Gross Profit and Gross Profit Margin
Gross profit increased by US$16.3 million or 603.7% from US$2.7 million in FY2009 to US$19.0 million
in FY2010 in line with the increase in revenue. Gross profit margin increased by 18.2 percentage points
from 19.7% to 37.9%. The increase in gross profit margin was due to the higher average selling price of
coal and a less than proportionate increase in mining expenses as compared to revenue.
Other Income
Other income decreased by approximately US$0.1 million or 25.0% from US$0.4 million in FY2009 to
US$0.3 million in FY2010, due mainly to a decrease in net foreign exchange gain.
General and Administrative Expenses
General and administrative expenses increased by US$1.4 million or 350.0% from US$0.4 million
in FY2009 to US$1.8 million in FY2010. This was mainly attributable to increases in (i) staff expenses
of US$1.0 million as we increased our number of staff in FY2010; (ii) office and building expenses of
US$0.2 million; and (iii) depreciation expense of US$0.1 million resulting from an increase in motor
vehicles, office equipment and furniture. These increases were necessary to support the increased coal
production activities in FY2010.
Finance Costs
Finance costs increased by US$0.9 million or 225.0% from US$0.4 million in FY2009 to US$1.3 million in
FY2010 due mainly to an increase in interest expenses in relation to the purchase of plant and equipment
under finance leases to support the increased coal production activities in FY2010. In FY2010, our Group
purchased a total of 38 dump trucks, 11 articulated dump trucks, 22 excavators, 13 bulldozers, 1 grader,
1 wheel loader and 1 compactor.
Profit before Income Tax
Profit before income tax increased by US$13.4 million or approximately 670.0% from US$2.0 million in
FY2009 to US$15.4 million in FY2010, due mainly to the increase in revenue.
FY2011 vs FY2010
Revenue
Revenue increased by US$19.1 million or 38.1% from US$50.1 million in FY2010 to US$69.2 million in
FY2011 due mainly to an increase in quantity of coal sold and an increase in average selling price of
coal.
Sales of coal increased from 763,000 tonnes in FY2010 to 910,000 tonnes in FY2011. The increase in
revenue was due mainly to the commencement of coal production for CV Harum Cahaya Mandiri and
increase in production for PT Transisi Energy Satunama in FY2011. In addition, the average selling price
of coal increased by approximately US$8 per tonne from US$65 in FY2010 to US$73 in FY2011 in line
with the general increase in the Indonesian Coal Index in FY2011.
Cost of sales
Cost of sales increased by US$11.6 million or 37.4% from US$31.0 million in FY2010 to US$42.6
million in FY2011 due mainly to an increase in (i) transportation and handling costs of US$2.0 million;
(ii) depreciation expense of US$1.8 million; (iii) operation of equipment expenses of US$3.2 million; (iv)
royalties of US$1.3 million; and (v) purchase of coal of US$0.8 million, which arose from the increase in
quantity of coal produced and sold in FY2011.
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Mining expenses increased by US$7.1 million due mainly to (i) mining property written off amounting to
US$1.3 million in relation to the termination of a coal cooperation contract with PT Borneo Surya Abadi
as a feasibility study concluded that the mining area was economically and technically not feasible to
continue operations. Besides the carrying value of mining asset in BEK owned by the Group, “mining
property” also comprise costs arising from work activities undertaken before formal coal production
commences which have been capitalised. In the case of PT Borneo Surya Abadi, the management
had concluded that mining activities were not feasible and hence the corresponding mining property
capitalised to date were accordingly written off; (ii) increase in fuel costs as average stripping ratio
increased from 11.1 in FY2010 to 16.4 in FY2011; and (iii) increase in quantity of coal produced and sold
in FY2011.
These increases were partly offset by a decrease in fees to mine owners of US$4.6 million due mainly
to a 45.7% decrease in average KP fee per tonne of coal, notwithstanding an increase in the quantity
of coal produced and sold in FY2011. The 45.7% decrease in average KP fee per tonne of coal, is due
mainly to the change in the mix of KP fee to various mine owners. In FY2010, KP fee per tonne of coal
ranged from US$3 to US$13 per tonne of coal and in FY2011, the range was lower at US$3 to US$8 per
tonne of coal. The determination of KP fee per tonne of coal paid to various mine owners was based on
the negotiation strength and in accordance with the respective coal cooperation contracts (prior to our
cessation of such business operations).
Gross Profit and Gross Profit Margin
Gross profit increased by US$7.7 million or 40.5% from US$19.0 million in FY2010 to US$26.7 million in
FY2011 in line with the increase in revenue. Gross profit margin increased by 0.7 percentage points from
37.9% to 38.6%. The increase in gross profit margin was due to the higher average selling price of coal
and a less than proportionate increase in mining expenses as compared to revenue.
Other Income
Other income decreased by approximately US$21,000 or 6.6% from US$320,000 in FY2010 to
US$299,000 in FY2011, due mainly to a decrease in net foreign exchange gain of US$72,000 partially
offset by increases in other miscellaneous income in relation to insurance claim proceeds and sales of
scrap materials of US$43,000 and interest income of US$8,000.
General and Administrative Expenses
General and administrative expenses increased by US$3.4 million or 188.9% from US$1.8 million
in FY2010 to US$5.2 million in FY2011. This was mainly attributable to increases in (i) depreciation
expense of US$0.3 million resulting from an increase in motor vehicles, equipment and furniture as well
as computer and software; (ii) staff expenses of US$1.9 million as we increased our number of staff in
FY2011; (iii) rental of office and building of US$0.8 million; and (iv) other expenses of US$0.4 million in
relation to repair and maintenance, professional fees and other administrative expenses. These increases
were necessary to meet the increased coal production activities in FY2011.
Finance Costs
Finance costs increased by US$0.6 million or 46.2% from US$1.3 million in FY2010 to US$1.9 million in
FY2011 due mainly to an increase in interest expenses in relation to the purchase of plant and equipment
under finance leases to support the increased coal production activities. In FY2011, our Group purchased
a total of 25 dump trucks, 2 articulated dump trucks, 8 excavators and 4 bulldozers.
Profit before Income Tax
Profit before income tax increased by US$3.9 million or 25.3% from US$15.4 million in FY2010 to
US$19.3 million in FY2011, generally in line with the increased revenue.
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FP2012 vs FP2011
Revenue
Revenue increased by US$2.7 million or 16.3% from US$16.6 million in FP2011 to US$19.3 million in
FP2012 due mainly to an increase in quantity of coal sold.
Sales of coal increased from 214,000 tonnes in FP2011 to 272,000 tonnes in FP2012. The increase
in revenue was due mainly to the commencement of coal production for CV Yulia Raya Energi and
CV Permata Hitam as well as for our BEK Mining Concession in FP2012 which was partly offset by a
decrease in the average selling price of coal by approximately US$2 per tonne from US$72 in FP2011
to US$70 in FP2012. The decrease in average selling price of coal was due mainly to the lower calorific
value of coal produced from our BEK Mine in the Kutai Barat Regency vis-à-vis the coal produced under
our coal cooperation contracts in the Kutai Katanegara and Paser Regencies and Samarinda City (prior
to our cessation of such business operations).
Cost of sales
Cost of sales decreased by US$0.7 million or 5.7% from US$12.3 million in FP2011 to US$11.6 million
in FP2012 due mainly to decreases in (i) mining expenses of US$1.5 million arising from the decrease
in average strip ratio from 20.0 in FP2011 to 11.7 in FP2012; (ii) royalties of US$0.3 million arising from
reduced coal sales tonnage which require royalty payments, notwithstanding an overall increase in
production in FP2012; and (iii) purchase of coal of US$2.2 million as production tonnage was sufficient to
fulfil sales orders in FP2012 and our Group did not need to purchase any coal from third parties.
These decreases were partly offset by increases in (i) transportation and handling costs; (ii) fees to mine
owners; (iii) depreciation expenses; and (iv) operation of equipment expenses of US$0.5 million, US$0.9
million, US$1.2 million and US$0.7 million respectively, which arose from the increase in quantity of coal
produced and sold in FP2012.
Gross Profit and Gross Profit Margin
Gross profit increased by US$3.3 million or 76.7% from US$4.3 million in FP2011 to US$7.6 million in
FP2012 in line with the increase in revenue. Gross profit margin increased by 13.5 percentage points
from 25.9% to 39.4%. The increase in gross profit margin was due mainly to the higher average selling
price of coal produced under coal cooperation contracts (prior to our cessation of such business
operations) and the lower average strip ratio at our BEK Mining Concession in FP2012.
Other Income
Other income decreased by approximately US$165,000 or 72.4% from US$228,000 in FP2011 to
US$63,000 in FP2012, due mainly to a decrease in net foreign exchange gain of US$173,000 partially
offset by gain from disposal of property, plant and equipment of US$6,000 and interest income of
US$2,000.
General and Administrative Expenses
General and administrative expenses increased by US$0.4 million or 36.4% from US$1.1 million in
FP2011 to US$1.5 million in FP2012. This was mainly attributable to increases in staff expenses of
US$0.6 million as we increased our number of staff in FP2012 partially offset by a decrease in rental
of office and building of US$0.1 million and other expenses of US$0.1 million in relation to repair and
maintenance, professional fees and other administrative expenses.
Finance Costs
Finance costs decreased by US$272,000 or 46.5% from US$585,000 in FP2011 to US$313,000 in
FP2012 due mainly to a decrease in interest expenses in relation to the finance leases on our plant and
equipment.
Profit before Income Tax
Profit before income tax increased by US$2.8 million or 100.0% from US$2.8 million in FP2011 to US$5.6
million in FP2012, due mainly to the increase in revenue.
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REVIEW OF FINANCIAL POSITION
As at 31 December 2011
Non-Current Assets
Non-current assets comprise (i) property, plant and equipment (mainly leasehold property, mining
property, heavy equipment, machineries, motor vehicles, equipment and furniture, computer and
software); (ii) deferred mining evaluation assets (mainly costs incurred in relation to determining the
technical feasibility and commercial viability of mining the coal deposits); and (iii) advance payments for
the purchase of property, plant and equipment (mainly deposits paid for property, plant and equipment
which our Group had placed orders for).
As at 31 December 2011, non-current assets amounted to US$82.6 million or 90.9% of our Group’s total
assets. The net book value of property, plant and equipment amounted to US$80.4 million or 88.4% of
our Group’s total assets. Advance payments for the purchase of property, plant and equipment amounted
to US$0.7 million and deferred mining evaluation assets of US$1.5 million.
Current Assets
Current assets comprise (i) cash and cash equivalents; (ii) trade and other receivables; (iii) prepayments;
and (iv) inventories.
As at 31 December 2011, current assets amounted to US$8.3 million or 9.1% of our Group’s total assets.
Trade and other receivables amounted to US$0.5 million (of which all related to other receivables) or
6.0% of current assets, inventories amounted to US$1.9 million or 22.9% of current assets; prepayments
amounted to US$1.7 million or 20.5% of current assets and the remaining balance comprised cash and
cash equivalents of US$4.2 million.
Non-Current Liabilities
As at 31 December 2011, non-current liabilities comprise (i) long-term portion of bank borrowings; (ii)
convertible loans; (iii) finance leases; (iv) amount due to a related party; (v) retirement benefit obligations;
and (vi) deferred tax liabilities which stood at US$35.9 million.
Current Liabilities
Current liabilities comprise (i) short-term portion of bank borrowings; (ii) trade and other payables; (iii)
current portion of finance leases; (iv) loans from related parties; (v) amount due to a related party; and
(vi) income tax payable.
As at 31 December 2011, current liabilities amounted to US$28.3 million or 44.1% of our Group’s total
liabilities. Amount due to a related party amounted to US$5.0 million, loans from related parties amounted
to US$1.5 million, trade and other payables amounted to US$8.6 million or 30.4% of current liabilities and
income tax payable amounted to US$4.1 million or 14.5% of current liabilities. The remaining balance of
US$9.1 million comprised other financial liabilities relating to finance leases and bank borrowings.
Equity Attributable to Owners of the Company
As at 31 December 2011, equity attributable to owners of the Company amounted to approximately
US$26.6 million.
As at 31 March 2012
Non-Current Assets
Non-current assets comprise (i) property, plant and equipment (mainly leasehold property, mining
property, heavy equipment, machineries, motor vehicles, equipment and furniture, computer and
software); (ii) deferred mining evaluation assets (mainly costs incurred in relation to determining the
technical feasibility and commercial viability of mining the coal deposits); and (iii) advance payments for
the purchase of property, plant and equipment (mainly deposits paid for property, plant and equipment
which our Group had placed orders for).
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As at 31 March 2012, non-current assets amounted to US$80.5 million or 85.5% of our Group’s total
assets. The net book value of property, plant and equipment amounted to US$80.1 million or 85.0% of
our Group’s total assets. Advance payments for the purchase of property, plant and equipment amounted
to US$0.4 million and deferred mining evaluation assets of US$54,000.
Current Assets
Current assets comprise (i) cash and cash equivalents; (ii) trade and other receivables; (iii) prepayments;
and (iv) inventories.
As at 31 March 2012, current assets amounted to US$13.7 million or 14.5% of our Group’s total assets.
Trade and other receivables amounted to US$8.1 million (of which US$7.4 million related to trade
receivables from third parties) or 59.1% of current assets, cash and cash equivalents amounted to
US$2.4 million or 17.5% of current assets; prepayments amounted to US$1.8 million or 13.1% of current
assets and the remaining balance comprised inventories of US$1.4 million.
Non-Current Liabilities
As at 31 March 2012, non-current liabilities comprise (i) long-term portion of bank borrowings; (ii) finance
leases; (iii) amount due to a related party; (iv) retirement benefit obligations; and (v) deferred tax liabilities
which stood at US$19.4 million.
Current Liabilities
Current liabilities comprise (i) convertible loans; (ii) short-term portion of bank borrowings; (iii) trade and
other payables; (iv) current portion of finance leases; (v) loans from related parties; (vi) amount due to a
related party; and (vii) income tax payable.
As at 31 March 2012, current liabilities amounted to US$43.9 million or 69.4% of our Group’s total
liabilities. Convertible loans amounted to US$14.8 million or 33.7% of current liabilities, trade and other
payables amounted to US$7.2 million or 16.4% of current liabilities, current portion of finance leases
amounted to US$6.7 million, loans from related parties amounted to US$6.1 million and amount due to
a related party stood at US$5.0 million The remaining balance of US$4.1 million comprised income tax
payable and bank borrowings.
Equity Attributable to Owners of the Company
As at 31 March 2012, equity attributable to owners of the Company amounted to approximately US$30.8
million.
LIQUIDITY AND CAPITAL RESOURCES
We financed our growth and operations through a combination of shareholders’ equity (including retained
earnings), net cash generated from operating activities and indebtedness from financial institutions
and related parties. Our principal uses of cash have been for working capital requirements and capital
expenditures.
As at 31 March 2012, equity attributable to owners of the Company amounted to US$30.8 million and
indebtedness to financial institutions amounted to approximately US$9.2 million. Our gearing ratio
(defined as the sum of indebtedness to financial institutions and convertible loans divided by total equity)
was approximately 0.8 times. Our net current liabilities amounted to US$30.2 million and our working
capital ratio (defined as current assets divided by current liabilities) was approximately 0.3 times.
As at the Latest Practicable Date, we had cash and cash equivalents of US$2.0 million(1) and loan
facilities of US$20.1 million which we have utilised.
Note:(1)

This balance excludes fixed deposits of US$0.3 million with maturity of more than three (3) months.
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Our Group recorded negative working capital positions of US$20.0 million and US$30.2 million as at 31
December 2011 and 31 March 2012 respectively. The negative working capital positions were mainly due
to (a) growth in trade; (b) the high levels of the current portion of finance leases to finance the acquisition
of heavy equipment and; (c) the current portion of amount owing to a related party in connection with the
acquisition of the mining property which includes the (i) receipt of shares in BEK; (ii) land titles, rights and
interests and licences in relation to BEK; and (iii) services to facilitate the business operational readiness
of BEK’s coal production operations. The level of the current portion of finance leases is typically affected
by factors such as (I) the quantum of additional finance leases; (II) the timing of the addition of these
finance leases; and (III) the range of tenure of these finance leases.
Notwithstanding our Group’s negative working capital positions, our Directors are of the view that our
Group is able to meet its financial obligations and continue as a going concern for the following reasons:(a)

Our Group has been able to service all its debt obligations primarily through strong cash inflow
from its operations. The cash flow from operations amounted to US$1.1 million, US$18.5 million
and US$34.3 million in FY2009, FY2010 and FY2011 respectively. Cash flow used in operations
amounted to US$2.4 million in FP2012.

(b)

Our Group’s heavy equipment, motor vehicles and machineries were carried at net book values
of US$34.7 million as at 31 March 2012, of which US$9.1 million are unencumbered and could
potentially be mortgaged or otherwise used as collateral to support new borrowings. Based on
checks by our Company with one of our Group’s existing third party finance companies, for used
and unencumbered heavy equipment and motor vehicles, the aforementioned finance company is
willing to provide up to 70% borrowings based on their internal appraisal value of the assets.

(c)

Amounts owing to our Controlling Shareholders and their Associates amounted to US$25.8
million as at 31 March 2012. Such amounts owing are on an unsecured and interest-free basis.
Repayment of which will be made on a date to be mutually agreed between our Company and its
related parties, and shall be subject to the review and approval of the Audit Committee, taking into
consideration the financial position of our Company. Our Controlling Shareholders, namely Master
Resources, Charles Antonny Melati and Dhamma Surya have undertaken to continue to provide
financial support to our Group in respect of its working capital requirements for a period of two
years from the date of listing of our Company on the SGX-ST. For avoidance of doubt, working
capital requirements shall not include the funding of acquisitions of new mining concessions. In
this regard, in the event that our Controlling Shareholders do not, or choose not to, fulfill their
obligations under the undertaking, our Company may choose to initiate court proceedings against
our Controlling Shareholders for a breach of the undertaking and claim for either damages or
specific performance (requiring our Controlling Shareholders to perform their obligations under the
undertaking) as remedies. The outcome of such court proceedings are uncertain and there is no
assurance that the courts will find in favour of our Company, award the full extent of damages
sought and/or make an order for specific performance. Please see the risk factor entitled “Risk
Factors – Risks Relating to our Industry and Business – Our Controlling Shareholders may not, or
choose not to, satisfy their obligations under their undertaking to provide financial support to our
Company for our working capital requirements”.

(d)

Our Group has enjoyed a very short collection term with average trade receivables’ turnover of 1
day, 2 days, 1 day and 17 days during the financial periods under review as our sales are generally
transacted on an advance payment basis. The increase in our average trade receivables’ turnover
days in FP2012 were mainly due to certain customers which had requested for slight extensions in
their payment periods. The receivable balances in relation to the aforementioned payments have
been fully collected as at 30 April 2012.

Our Directors are of the opinion that, after taking into account our present credit facilities, our existing
cash and cash equivalents and the cash flow generated from our operations, we have adequate working
capital as at the date of lodgement of this Prospectus for our present requirements. In arriving at the
aforementioned opinion, our Directors have also taken into consideration the capital and operational
expenditure required for the BEK Mine Plan.
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Our Directors are of the opinion that, after taking into account our present credit facilities, our existing
cash and cash equivalents and the cash flow expected to be generated from our operations, we will
have adequate working capital for our requirements for the period ending 12 months from the date of
lodgement of this Prospectus. In arriving at the aforementioned opinion, our Directors have also taken
into consideration the capital and operational expenditure required for the BEK Mine Plan.
We set out below a summary of our combined statements of cash flows for the financial periods under
review. The following net cash flow summary should be read in conjunction with the full text of the
Prospectus, including the “Independent Auditors’ Report and the Audited Combined Financial Statements
for the Financial Year Ended 31 December 2009, 2010 and 2011” and the “Independent Auditors’ Review
Report and the Interim Condensed Unaudited Combined Financial Statements for the Three Months
Ended 31 March 2012” as set out in Appendices A and B of this Prospectus.
(US$’000)

Net cash from (used in) operating activities

Audited
FY2009

FY2010

Unaudited
FY2011

FP2012
(2,436)

1,058

18,520

34,292

(2,488)

(6,770)

(25,208)

Net cash from (used in) financing activities

2,554

(11,036)

(6,994)

Net increase (decrease) in cash and cash
equivalents

1,124

714

2,090

(2,157)

Cash and cash equivalents at beginning of
financial year/period

455

1,504

2,150

4,215

Effect of exchange rate changes on the
balance of cash held in foreign currencies

(75)

Net cash used in investing activities

Cash and cash equivalents at the end of the
financial year/period

1,504

(68)
2,150

(25)
4,215

(685)
964

6
2,064

FY2009
In FY2009, we generated net cash from operating activities before changes in working capital of US$2.5
million. Net cash used in working capital amounted to US$1.4 million. This was mainly due to an increase
in trade and other receivables and prepayments of US$2.2 million (arising mainly from payments made
by our Group on behalf of a related party for its working capital and capital expenditure requirements
as well as advances paid to various third parties in relation to rental, port fees and mine owner fees,
in line with our expanded business operations in FY2009), partially offset by an increase in trade and
other payables of US$0.7 million (arising mainly from the increase in payables for heavy equipment rental
and staff related expenses, in line with our expanded business operations in FY2009) and a decrease in
inventories of US$0.1 million in line with increased coal sales in FY2009. Income tax paid amounted to
US$0.1 million. The net cash generated from operating activities amounted to US$1.1 million.
Net cash used in investing activities of US$2.5 million was due mainly to (i) deferred mining evaluation
assets of US$1.0 million; (ii) purchase of property, plant and equipment which amounted to US$1.2
million; and (iii) advance payments for purchase of property, plant and equipment (namely heavy
equipment) of US$0.6 million which were offset by interest received and proceeds from disposal of
property, plant and equipment of, in aggregate, US$0.3 million.
Net cash from financing activities of US$2.6 million was due mainly to loans from related parties of
US$4.4 million and proceeds from issuance of shares of US$0.2 million partially offset by repayment of
obligations under finance leases of US$1.5 million, interest payment of US$0.4 million, and repayment of
borrowings of US$0.1 million.
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FY2010
In FY2010, we generated net cash from operating activities before changes in working capital of US$20.7
million. Net cash used in working capital amounted to US$1.8 million. This was mainly due to increases in
trade and other receivables and prepayments of US$3.9 million and inventories of US$2.6 million partly
offset by increase in trade and other payables of US$4.7 million. Income tax paid amounted to US$0.4
million. The net cash generated from operating activities amounted to US$18.5 million.
Net cash used in investing activities of US$6.8 million was due mainly to (i) expenditure on deferred
mining evaluation assets of US$2.4 million; (ii) purchase of property, plant and equipment of US$5.5
million; and (iii) advance payments for purchase of property, plant and equipment (namely heavy
equipment) of US$0.9 million which were partially offset by proceeds from disposal of property, plant and
equipment of US$2.0 million.
Net cash used in financing activities of US$11.0 million was due mainly to repayment of obligations
under finance leases of US$11.0 million, interest payment of US$1.3 million, repayment of related parties
loans of US$0.3 million and repayment of borrowings of US$0.1 million partially offset by, proceeds from
borrowings of US$1.3 million and proceeds from issuance of shares of US$0.7 million.
FY2011
In FY2011, we generated net cash from operating activities before changes in working capital of US$29.2
million. Net cash generated from working capital amounted to US$8.5 million. This was mainly due to a
decrease in trade and other receivables and prepayments of US$4.5 million, increase in trade and other
payables of US$2.9 million and decrease in inventories of US$1.1 million. We also paid income tax of
US$3.4 million. The net cash generated from operating activities amounted to US$34.3 million.
Net cash used in investing activities of US$25.2 million was due mainly to (i) purchase of property, plant
and equipment of US$23.6 million; (ii) expenditure on deferred mining evaluation assets of US$2.9
million; and (iii) advance payments for purchase of property, plant and equipment of US$0.7 million, which
were partially offset by proceeds from disposal of plant and equipment of US$2.0 million.
Net cash used in financing activities of US$7.0 million was due mainly to (i) repayments of obligations
under finance leases of US$12.3 million; (ii) repayment of related parties loan of US$7.0 million; (iii)
repayment of borrowings of US$0.2 million; (iv) interest payment of US$1.9 million; and (v) acquisition of
GEC, MRP and GCI of US$0.5 million, which were offset by proceeds from convertible loans of US$15.1
million.
FP2012
In FP2012, we generated net cash from operating activities before changes in working capital of US$8.2
million. Net cash used in working capital amounted to US$8.7 million. This was mainly due to an increase
in trade and other receivables and prepayments of US$7.7 million, decrease in trade and other payables
of US$1.4 million partly offset by a decrease in inventories of US$0.4 million. We also paid income tax of
US$1.9 million. The net cash used in operating activities amounted to US$2.5 million.
Net cash used in investing activities of US$685,000 was due mainly to (i) purchase of property, plant and
equipment of US$358,000; and (ii) advance payments for purchase of property, plant and equipment of
US$353,000 partially offset by proceeds from disposal of plant and equipment of US$21,000.
Net cash generated from financing activities of US$1.0 million was due mainly to proceeds from
related parties loans of US$4.6 million partly offset by (i) repayment of obligations under finance
leases of US$3.0 million; (ii) interest paid of US$313,000; and (iii) increase in restricted cash deposit of
US$296,000.
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CAPITAL EXPENDITURES, DIVESTMENTS, COMMITMENTS AND CONTINGENT LIABILITIES
Capital expenditures and divestments made by us for the financial periods under review and the period
from 1 April 2012 to the Latest Practicable Date were as follows:-

(US$’000)

FY2009

FY2010

FY2011

FP2012

1 April 2012 to the
Latest Practicable
Date

Expenditures
Leasehold property

–

2,611

–

–

–

Temporary housing facility

–

–

41

–

–

Heavy equipment

4,249

24,683

5,858

–

2,891

Machineries

554

1,417

1,089

165

198

Motor vehicles

591

1,960

1,718

31

6

58

126

322

1

8

Equipment and furniture
Computer and software
Mining property(1)
Construction-in-progress
Total Expenditures

–

3

360

41

24

937

1,697

42,751

2,302

501

–

–

17

4

108

6,389

32,497

52,156

2,544

3,736

Divestments
Leasehold property

–

–

–

–

–

Temporary housing facility

–

–

–

–

–

Heavy equipment

170

2,324

412

–

25

Machineries

138

192

782

–

8

Motor vehicles

99

303

64

22

24

Equipment and furniture

1

60

29

5

2

Computer and software

–

–

5

6

1

64

845

1,307

–

–

–

–

–

–

–

472

3,724

2,599

33

60

Mining property
Construction-in-progress
Total divestments
Note:(1)

This includes amount “transferred from deferred mining evaluation assets” of US$937,000, US$1,697,000, US$1,712,000,
US$1,427,000 and nil in FY2009, FY2010, FY2011, FP2012 and from 1 April 2012 to the Latest Practicable Date respectively.

Commitments
Capital Commitments
As at the Latest Practicable Date, our Group has approximately US$28.6 million of commitments for
capital expenditure of which US$26.7 million is in relation to the purchase of heavy equipment and
the remaining of US$1.9 million is in relation to the purchase of office building, machineries as well as
computer and software.
Operating Lease Payment Commitments
As at the Latest Practicable Date, we had operating lease payment commitments as follows:(US$’000)
Not later than one year

223

Later than one year but not later than five years

103

Total

326
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The operating lease commitments comprise rent payable by us for the leased properties as disclosed in
the “Business – Properties and Fixed Assets” section and Appendix J of this Prospectus.
We intend to finance the above operating lease payment commitments by internally generated funds.
Contingent Liabilities
As at the Latest Practicable Date, our Group has no contingent liabilities.
FOREIGN EXCHANGE MANAGEMENT
Accounting Treatment of Foreign Currencies
The functional currency of our Indonesia and Singapore entities are in Indonesian Rupiah and Singapore
Dollar respectively, as it reflects the primary economic environment in which the entity operates.
Transactions in foreign currencies are recorded in the functional currency at the rates ruling the dates of
the transactions. At the end of the reporting year, recorded monetary balances and balances measured
at fair value that are denominated in non-functional currencies are reported at the rates ruling at the
end of the reporting year and fair value dates, respectively. All realised and unrealised exchange gains
and losses are dealt with in profit or loss except when recognised in other comprehensive income and if
applicable deferred in equity such as qualifying cash flow hedges.
Foreign Exchange Exposure
Our reporting currency is in US$ and our operations are primarily carried out in Indonesia and Singapore.
Other than in IDR and US$, we also transact in S$. The percentage of our revenue, purchases and
expenses denominated in different currencies for the financial periods under review are as follows:FY2009

FY2010

FY2011

FP2012

IDR

100.0

78.2

29.1

3.9

US$

–

21.8

70.9

96.1

–

–

–

–

IDR

99.6

90.1

91.2

95.5

US$

0.4

9.9

8.8

4.5

Percentage of revenue denominated in

Percentage of purchases denominated in
S$

Percentage of expenses denominated in
S$

–

1.1

18.4

18.6

IDR

100.0

98.8

77.5

81.3

US$

–

0.1

4.1

0.1

To the extent that our revenue, purchases and expenses are not naturally matched in the same currency
and to the extent that there are timing differences between invoicing and collection/payment, we will be
exposed to adverse fluctuations of the various currencies against the IDR and S$, which would adversely
affect our earnings.
At present, while we do not have any formal policy for hedging against foreign exchange exposure, we
manage our exposure primarily using natural hedges that arise from offsetting assets and liabilities that
are denominated in the same foreign currencies. Prior to implementing any formal hedging policies, we
will seek the approval of our Board on the policy and put in place adequate procedures which shall be
reviewed and approved by our Audit Committee. Thereafter, all hedging transactions entered into by our
Group will be in accordance with the set policies and procedures.
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Our net foreign exchange transaction gains for the financial periods under review were as follows:FY2009

FY2010

FY2011

Net foreign exchange transaction gains (US$’000)

434

273

201

51

As a percentage of revenue (%)

3.2

0.5

0.3

0.3

21.7

1.8

1.0

0.9

As a percentage of profit before income tax (%)
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SHARE CAPITAL
Our Company was incorporated in Singapore on 24 May 2010 under the Act as a private company limited
by shares, under the name “Geo Energy Resources Pte. Ltd.”. On 5 October 2012, we were converted
into a public limited company and changed our name to “Geo Energy Resources Limited”.
As at the date of incorporation of our Company, the issued and paid-up share capital of our Company
was S$100, comprising 100 Shares. The 100 Shares were issued and allotted to Kasmadi Melati, Charles
Antonny Melati and Dhamma Surya at the issue price of S$1.00 per Share, in the respective proportions
of 60 Shares, 10 Shares and 30 Shares.
On 1 July 2010, our Company increased our issued and paid-up share capital to S$200,000 divided into
200,000 Shares via the issue and allotment of 49,940 new Shares to Kasmadi Melati, 29,990 new Shares
to Charles Antonny Melati, 30,000 new Shares to Huang She Thong, 30,000 new Shares to Richard
Kennedy Melati, 29,970 new Shares to Dhamma Surya, and 30,000 new Shares to Darmin at the issue
price of S$1 per Share.
On 1 August 2011, the following transfers of shares were carried out for a consideration of S$1 per
Share:(i)

Charles Antonny Melati transferred 7,560 Shares to Ng See Yong;

(ii)

Charles Antonny Melati transferred 7,560 Shares to Yanto Melati;

(iii)

Charles Antonny Melati transferred 3,120 Shares to Master Resources;

(iv)

Richard Kennedy Melati transferred 22,440 Shares to Master Resources;

(v)

Huang She Thong transferred 22,440 Shares to Master Resources;

(vi)

Dhamma Surya transferred 15,600 Shares to Master Resources;

(vii)

Darmin transferred 26,400 Shares to Master Resources; and

(viii)

Kasmadi Melati transferred 50,000 Shares to Master Resources.

On 5 October 2012, our Company sub-divided the 200,000 Shares in the share capital of our Company
into 800,000,000 Shares.
On 5 October 2012, pursuant to the Conversion, 98,702,639 Shares were issued at S$0.206 per Share
to the Pre-Invitation Investors in accordance with the terms of the Convertible Loan Agreements. Please
refer to the “Dilution” section of this Prospectus for details of the effective cost per Share paid by the PreInvitation Investors.
On 8 October 2012, pursuant to the Adjustment, the Pre-Invitation Investors transferred 607,400 Shares
in aggregate to Master Resources and its nominees. The resultant number of Shares held by the PreInvitation Shareholders is as set out in the table below:-

Name of Pre-Invitation Investor
Cheng Kiang Huat

Number of Shares immediately
after Conversion

Number of Shares immediately
after Adjustment

6,191,950

6,153,846

Goh Yeo Hwa

12,383,902

12,307,693

Tan Chin Hock

6,191,950

6,153,846

Beh Suan Tiong

2,063,984

2,051,282

Lee Wee Soon (Li Weishun)

5,159,959

5,128,205
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Name of Pre-Invitation Investor

Number of Shares immediately
after Conversion

Number of Shares immediately
after Adjustment

Pek Choon Heng

3,095,975

3,076,923

Tan Fuh Gih

7,739,938

7,692,308

Toh Soon Huat

2,579,979

2,564,103

Adrich Ng Kim Seng

1,326,847

1,318,681

Ang Poon Beng

2,874,834

2,857,143

Chan Hian Lian

1,326,847

1,318,681

Chan Hiang Ngee

1,769,129

1,758,242

Charles Patrick @ Charles Morris

2,211,411

2,197,802

Chia Soon Loi

1,769,129

1,758,242

Chua Beng Kuang

1,326,847

1,318,681

Dashure Toh Chia Seng
(Zhuo Zhengcheng)

2,211,411

2,197,802

Goh Yew Gee

4,422,815

4,395,608

Koh Kok Leong

1,326,847

1,318,681

Liew Ham Chow

1,326,847

1,318,681

Liew Hong Liong

1,326,847

1,318,681

Lim Bok Hoo

6,634,233

6,593,407

Lim Yong Hong

1,105,705

1,098,901

Neo Cheng Soon

1,326,847

1,318,681

Ng Eng Seng

1,326,847

1,318,681

Ng Han Kok

1,326,847

1,318,681

221,141

219,780

Seah Siu Guat

1,326,847

1,318,681

Tan Chan Too

1,326,847

1,318,681

Tan Kim Sing

1,326,847

1,318,681

Tan Ong Huat

1,326,847

1,318,681

Tan Song Kar

6,191,950

6,153,846

Chan Kim Hoo

6,634,233

6,593,407

98,702,639

98,095,239

Ng Keck Wee

Total

Pursuant to the written resolutions passed by our Shareholders on 4 October 2012 and 5 October 2012,
our Shareholders approved, inter alia, the following:(a)

the sub-division of every one (1) ordinary share in our share capital into 4,000 ordinary shares in
our share capital;

(b)

the adoption of a new set of Articles of Association;

(c)

the issue of the 98,702,639 Shares pursuant to the Conversion, which when allotted, issued and
fully-paid, will rank pari passu in all respects with the existing issued Shares;
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(d)

the issue of the New Shares pursuant to the Invitation, which when allotted, issued and fully-paid,
will rank pari passu in all respects with the existing issued Shares;

(e)

the conversion of our Company into a public limited company and the change of name to “Geo
Energy Resources Limited”; and

(f)

that authority be and is hereby given to our Directors to:(A)

(B)

(i)

issue shares in the capital of our Company whether by way of rights, bonus or
otherwise; and/or

(ii)

make or grant offers, agreements or options (collectively, “Instruments”) that might or
would require shares to be issued, including but not limited to the creation and issue
of (as well as adjustments to) warrants, debentures or other instruments convertible
into shares, at any time and upon such terms and conditions and for such purposes
and to such persons as our Directors may in their absolute discretion deem fit; and

(notwithstanding the authority conferred by this authority may have ceased to be in force)
issue shares in pursuance of any Instrument made or granted by our Directors while this
authority was in force,

provided that:(1)

the aggregate number of shares to be issued pursuant to such authority (including shares
to be issued in pursuance of Instruments made or granted pursuant to this authority) does
not exceed 50% of the issued share capital of our Company (as calculated in accordance
with sub-paragraph (2) below), of which the aggregate number of shares to be issued other
than on a pro rata basis to our Shareholders (including shares to be issued in pursuance of
Instruments made or granted pursuant to this authority) does not exceed 20% of the issued
share capital of our Company (as calculated in accordance with sub-paragraph (2) below);

(2)

(subject to such manner of calculation as may be prescribed by the SGX-ST) for the purpose
of determining the aggregate number of shares that may be issued under sub-paragraph (1)
above, the percentage of issued share capital shall be based on the post-Invitation issued
share capital of our Company immediately following the close of the Invitation, after adjusting
for:(i)

new shares arising from the conversion or exercise of any convertible securities or
share options or vesting of share awards which are outstanding or subsisting at the
time this authority is passed; and

(ii)

any subsequent bonus issue, consolidation or sub-division of shares;

(3)

in exercising the authority conferred by this authority, our Company shall comply with the
provisions of the Listing Manual for the time being in force (unless such compliance has
been waived by the SGX-ST) and the Articles of Association for the time being of our
Company; and

(4)

(unless revoked or varied by our Company in general meeting) the authority conferred by
this authority shall continue in force until the conclusion of the next annual general meeting
of our Company or the date by which the next annual general meeting of our Company is
required by law to be held, whichever is the earlier.
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As at the date of this Prospectus, our Company has only one class of shares, being ordinary shares. All
ordinary shares of the Company, to be issued pursuant to the Invitation, shall have the same rights as all
issued ordinary shares of the Company as at the date of this Prospectus. For the avoidance of doubt, the
Company will not be issuing different classes of ordinary shares pursuant to the Invitation or otherwise.
The rights and privileges of our Shares are stated in our Articles of Association. There are no founder,
management or deferred shares. No person has been, or is entitled to be given an option to subscribe for
or purchase any securities of our Company or any of its Subsidiaries.
As at the Latest Practicable Date, the issued and paid-up share capital of our Company is S$200,000
comprising 200,000 Shares. Upon the completion of the Restructuring Exercise and the allotment and
issue of the New Shares which are the subject of the Invitation, the resultant issued and paid-up share
capital of our Company will be S$104,469,762 comprising 1,157,050,891 Shares.
Details of the changes in the issued and paid-up share capital of our Company since incorporation and
immediately after the Invitation are as follows:Resultant
Number
of Shares

Resultant issued
and paid-up
share capital
(S$)

Issued and paid-up Shares as at our incorporation

100

100

200,000

200,000

Restructuring Exercise
- Issue of additional 199,900 Shares on 1 July 2010
- Sub-Division of each Share into 4,000 Shares on 5 October 2012

800,000,000

200,000

- Issue of 98,702,639 Shares pursuant to the Conversion on
5 October 2012

898,702,639

20,506,580

Issue of 258,348,252 New Shares pursuant to the Invitation

1,157,050,891

104,469,762

Post-Invitation number of Shares and issued and paid-up share capital

1,157,050,891

104,469,762

The shareholders’ equity of our Company as at incorporation, immediately before the Invitation and after
the Invitation, is set forth below.

As at date of
incorporation
(S$)

Immediately
before the
Invitation
(S$)

After the
Invitation
(S$)

100

20,506,580

100,807,046(1)

(2,602,248)

(3,631,341)

17,904,332

97,175,705(1)

Shareholders’ equity
Share capital
Accumulated losses

–

Total Shareholders’ equity

100

Note:(1)

Takes into consideration the transaction cost of issuance of New Shares of approximately S$3.7 million which will be charged
against our share capital.
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SHAREHOLDERS
Our Shareholders and their respective shareholdings immediately before and after the Invitation are set
out below:Immediately before the Invitation
Direct Interest

Immediately after the Invitation

Deemed Interest
Number of
Shares

Direct Interest
Number of
Shares

Deemed Interest

Number of
Shares

%

Charles
Antonny Melati

46,395,406

5.16

–

–

46,395,406

4.01

–

–

Dhamma Surya(1)

56,810,704

6.32

552,326,287

61.46

56,810,704

4.91

552,326,287

47.74

Huang She Thong

29,825,620

3.32

–

–

29,825,620

2.58

–

–

Soh Chun Bin

–

–

–

–

–

–

–

–

Lu King Seng

–

–

–

–

–

–

–

–

Ong Beng Chye

–

–

–

–

–

–

–

–

Karyono

–

–

–

–

–

–

–

–

552,326,287

61.46

–

–

552,326,287

47.74

–

–

98,095,239

10.92

–

–

67,179,491

5.81

–

–

Darmin

14,202,676

1.58

–

–

14,202,676

1.23

–

–

Ng See Yong

29,825,620

3.32

–

–

29,825,620

2.58

–

–

Richard Kennedy
Melati

29,825,620

3.32

–

–

29,825,620

2.58

–

–

Yanto Melati

29,825,620

3.32

–

–

29,825,620

2.58

–

–

Ample
China(4)

11,569,847

1.29

–

–

11,569,847

1.00

–

–

Public

–

–

–

–

289,264,000

25.00

–

–

TOTAL

898,702,639

100.00

1,157,050,891

100.00

%

Number of
Shares

%

%

Directors

Substantial
Shareholder
(other than
Directors)
Master
Resources(2)
Pre-Invitation
Investors(3)
Others

Notes:(1)

Our Chief Executive Officer, Dhamma Surya, holds 24.0% of the shares in Master Resources. As such, Dhamma Surya is
deemed to be interested in the 552,326,287 Shares held by Master Resources before the Invitation and the 552,326,287
Shares held by Master Resources after the Invitation.

(2)

Master Resources is a company incorporated in the British Virgin Islands. The shareholders of Master Resources are Charles
Antonny Melati (19.6%), Dhamma Surya (24.0%), Huang She Thong (12.6%), Richard Kennedy Melati (12.6%), Ng See Yong
(12.6%), Yanto Melati (12.6%) and Darmin (6.0%). All of the foregoing shareholders are also directors of Master Resources.
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(3)

Certain of the Pre-Invitation Investors will be selling Vendor Shares pursuant to the Invitation. For further details, please refer
to the “General Information on our Group – Vendors” section of this Prospectus.

(4)

Ample China is a company incorporated in the British Virgin Islands. On 16 June 2010, Ample China entered into the
Personal Consultancy Agreement, pursuant to which Ample China was engaged to provide personal consultancy services to
Charles Antonny Melati, which included, inter alia, advising him on matters relating to his various business interests. Pursuant
to the Personal Consultancy Agreement, Ample China was entitled to purchase such number of Shares from Charles Antonny
Melati or his nominees, such that Ample China shall hold 1.0% of the post-Invitation share capital of our Company, based
on 70% discount to the Invitation Price, or 9.75 cents per Share. Pursuant to the Personal Consultancy Agreement, Charles
Antonny Melati paid Ample China approximately US$19,000 and US$26,000 in FY2010 and FY2011 respectively.
On 8 October 2012, Ample China exercised its entitlement and purchased an aggregate of 11,569,847 existing Shares in our
Company for an aggregate consideration of S$1,128,061, comprising 680,308 Shares from Charles Antonny Melati, 833,029
Shares from Dhamma Surya, 437,340 Shares from Huang She Thong, 8,098,893 Shares from Master Resources, 208,257
Shares from Darmin, 437,340 Shares from Ng See Yong, 437,340 Shares from Richard Kennedy Melati, and 437,340 Shares
from Yanto Melati.
As at the date of this Prospectus, the sole shareholder of Ample China is Lim Choon Hian. Lim Choon Hian is accordingly
deemed to be interested in the Shares held by Ample China.

Saved as disclosed in the section entitled “Directors, Executive Officers and Staff”, none of our Directors
and Substantial Shareholders has any relationship with each other.
The Shares held by our Directors and Substantial Shareholders do not carry different voting rights from
the Invitation Shares which are the subject of the Invitation.
Save as disclosed above and to the extent known to us, our Company is not directly or indirectly owned
or controlled, whether severally or jointly, by any person or government.
There is no known arrangement the operation of which may, at a subsequent date, result in a change in
the control of our Company.
There has not been any public take-over offer by a third party in respect of our Shares or by our
Company in respect of shares of another corporation or units of a business trust which has occurred
between 31 December 2011 and the Latest Practicable Date.
Significant Changes in Percentage of Ownership
The significant changes in the percentage of ownership of Shares in our Company held by our Directors
and Substantial Shareholders since the date of its incorporation and up to the date of this Prospectus are
set out in the tables below:-
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As at date of incorporation

After Restructuring Exercise
(including Sub-Division,
Conversion and Adjustment)

No. of Shares

As a percentage
of total Shares

No. of Shares

As a percentage
of total Shares

Charles Antonny Melati

10

10

46,395,406

5.16

Dhamma Surya(1)

30

30

56,810,704

6.32

Huang She Thong

–

–

29,825,620

3.32

Soh Chun Bin

–

–

–

–

Lu King Seng

–

–

–

–

Ong Beng Chye

–

–

–

–

Karyono

–

–

–

–

Master Resources(2)

–

–

552,326,287

61.46

Pre-Invitation Investors

–

–

98,095,239

10.92

Darmin

–

–

14,202,676

1.58

Ng See Yong

–

–

29,825,620

3.32

Richard Kennedy Melati

–

–

29,825,620

3.32

Yanto Melati

–

–

29,825,620

3.32

Ample China

–

–

11,569,847

1.29

60

60

–

–

Directors

Substantial Shareholder
(other than Directors)

Other Shareholders

Kasmadi Melati(3)
Notes:(1)

Our Chief Executive Officer, Dhamma Surya, holds 24.0% of the shares in Master Resources. As such, Dhamma Surya is
deemed to be interested in the 552,326,287 Shares held by Master Resources after the Restructuring Exercise.

(2)

Master Resources is a company incorporated in the British Virgin Islands. The shareholders of Master Resources are Charles
Antonny Melati (19.6%), Dhamma Surya (24.0%), Huang She Thong (12.6%), Richard Kennedy Melati (12.6%), Ng See Yong
(12.6%), Yanto Melati (12.6%) and Darmin (6.0%). All of the foregoing shareholders are also directors of Master Resources.

(3)

Kasmadi Melati is the father of Charles Antonny Melati, our Executive Chairman, Huang She Thong, our Executive Director,
Richard Kennedy Melati and Ng See Yong, our Executive Officers and Yanto Melati, our Corporate Senior Manager.
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VENDORS
The names and addresses of the Vendors and the number of Vendor Shares which the Vendors will offer
pursuant to the Invitation are set out below:Shares held immediately
before the Invitation

Vendors

Address

Number of
Shares

% of preInvitation
share capital

Vendor Shares offered
pursuant to the Invitation

Shares held immediately
after the Invitation

Number of
Shares

% of preInvitation
share capital

Number of
Shares

% of postInvitation
share capital

Tan Chin Hock

9 Poh
Huat Drive,
Singapore
546799

6,153,846

0.68

6,153,846

0.68

–

–

Beh Suan Tiong

69 Thomson
Ridge,
Singapore
574651

2,051,282

0.23

2,051,282

0.23

–

–

Lee Wee Soon
(Li Weishun)

Apt Blk 191
Bukit Batok
West Ave
6 #04-49,
Singapore
650191

5,128,205

0.57

5,128,205

0.57

–

–

Pek Choon Heng

Apt Blk 248
Choa Chu
Kang Ave
2 #03-498,
Singapore
680248

3,076,923

0.34

3,076,923

0.34

–

–

Adrich Ng Kim Seng 122 Tanjong
Rhu Road
#03-03,
Singapore
436915

1,318,681

0.15

1,318,681

0.15

–

–

Chan Hian Lian

53 Meyer
Road
#14-05,
Singapore
437876

1,318,681

0.15

1,318,681

0.15

–

–

Chan Hiang Ngee

9C Lloyd
Road,
Singapore
239095

1,758,242

0.20

1,758,242

0.20

–

–

Dashure Toh
Chia Seng (Zhuo
Zhengcheng)

Apt Blk 413
Pandan
Gardens
#25-131,
Singapore
600413

2,197,802

0.24

2,197,802

0.24

–

–
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Shares held immediately
before the Invitation

Vendors

Address

Number of
Shares

% of preInvitation
share capital

Vendor Shares offered
pursuant to the Invitation

Shares held immediately
after the Invitation

Number of
Shares

% of preInvitation
share capital

Number of
Shares

% of postInvitation
share capital

Koh Kok Leong

65 Taman
Bedok,
Singapore
487105

1,318,681

0.15

1,318,681

0.15

–

–

Liew Ham Chow

11 Jalan
Tanah Rata,
Singapore
465568

1,318,681

0.15

1,318,681

0.15

–

–

Ng Han Kok

35 Bukit
Batok East
Avenue 6,
#03-30 Park
Natura,
Singapore
659765

1,318,681

0.15

1,318,681

0.15

–

–

Seah Siu Guat

Apt A 221
Bishan
Street 23
#09-183,
Singapore
570221

1,318,681

0.15

1,318,681

0.15

–

–

Tan Kim Sing

46 Cashew
Terrace,
Singapore
679578

1,318,681

0.15

1,318,681

0.15

–

–

Tan Ong Huat

346A Bedok
Road,
Singapore
469533

1,318,681

0.15

1,318,681

0.15

–

–

30,915,748

3.44

30,915,748

3.44

–

–

Total

None of the Vendors holds any office in our Group nor has any relationship with our Group, apart from his
shareholdings in our Company.
None of the Vendors are related to any of our Directors, Controlling Shareholders or their Associates.
MORATORIUM
To demonstrate their commitment to our Group, our Substantial Shareholder, namely Master Resources
and other Shareholders comprising Charles Antonny Melati, Dhamma Surya, Huang She Thong, Richard
Kennedy Melati, Ng See Yong and Yanto Melati and Darmin who hold an aggregate of 789,037,553
Shares representing approximately 68.2% of our Company’s issued share capital after the Invitation, have
undertaken not to sell, transfer, realise or otherwise dispose of any part of their respective shareholding
interests in the issued share capital of our Company immediately after the Invitation (adjusted for any
bonus issue or sub-division) for a period of one (1) year commencing from the date of admission of our
Company to the Official List of the SGX-ST.
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In addition, the shareholders of Master Resources, being Charles Antonny Melati, Dhamma Surya,
Huang She Thong, Darmin, Richard Kennedy Melati, Ng See Yong and Yanto Melati have undertaken
not to sell, transfer, realise or otherwise dispose of any part of their respective shareholding interests in
Master Resources for a period of one (1) year commencing from the date of our Company’s admission to
the Official List of SGX-ST.
Each of the Pre-Invitation Investors, who hold in aggregate 67,179,491 Shares representing
approximately 5.8% of our Company’s share capital after the Invitation, has given their undertaking
that they will not sell, transfer, realise or otherwise dispose of any part of their respective shareholding
interests in our Company immediately after the Invitation (adjusted for any bonus issue or sub-division)
for a period of six (6) months commencing from the date of admission of our Company to the Official List
of the SGX-ST.
Ample China, who holds in aggregate 11,569,847 Shares representing approximately 1.0% of our
Company’s share capital after the Invitation, has given its undertaking that it will not sell, transfer, realise
or otherwise dispose of any part of its shareholding interest in the issued share capital of our Company
immediately after the Invitation (adjusted for any bonus issue or sub-division) for a period of six (6)
months commencing from the date of admission of our Company to the Official List of the SGX-ST.
In addition, Lim Choon Hian, the shareholder of Ample China, has undertaken not to sell, transfer, realise
or otherwise dispose of any part of his 100% shareholding interest in Ample China for a period of six (6)
months commencing from the date of our Company’s admission to the Official List of SGX-ST.
RESTRUCTURING EXERCISE
In anticipation of the Invitation, our Group undertook a restructuring exercise (the “Restructuring
Exercise”) to rationalise and streamline our Group corporate structure, under which our Company
became the ultimate holding company for all of the coal production, equipment holding and marketing
and sales operations of our Group. Our Restructuring Exercise was completed on 8 October 2012.
The Restructuring Exercise includes the sub-division of each ordinary Share in the share capital of our
Company to 4,000 Shares on 5 October 2012, the conversion of the outstanding principal amount of
convertible loans granted under the Convertible Loan Agreements into our Shares on 5 October 2012
and the Adjustments pursuant to the Adjustment Agreements on 8 October 2012.
The details of our Restructuring Exercise are as follows:Incorporation of Geo Energy Resources Pte. Ltd.
On 24 May 2010, our Company was incorporated in Singapore under the name of “Geo Energy
Resources Pte. Ltd.” with an issued and paid-up share capital of S$100 divided into 100 Shares. The
initial subscribers were Kasmadi Melati, Charles Antonny Melati and Dhamma Surya of 60 Shares,
10 Shares and 30 Shares respectively. On 1 July 2010, our Company increased our issued and paidup share capital to S$200,000 divided into 200,000 Shares via the issue and allotment of 49,940 new
Shares to Kasmadi Melati, 29,990 new Shares to Charles Antonny Melati, 30,000 new Shares to Huang
She Thong, 30,000 new Shares to Richard Kennedy Melati, 29,970 new Shares to Dhamma Surya, and
30,000 new Shares to Darmin at the issue price of S$1 per Share.
On 1 August 2011, the following transfers of shares were carried out for a consideration of S$1 per
Share:(a)

Charles Antonny Melati transferred 7,560 Shares to Ng See Yong;

(b)

Charles Antonny Melati transferred 7,560 Shares to Yanto Melati;

(c)

Charles Antonny Melati transferred 3,120 Shares to Master Resources;
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(d)

Richard Kennedy Melati transferred 22,440 Shares to Master Resources;

(e)

Huang She Thong transferred 22,440 Shares to Master Resources;

(f)

Dhamma Surya transferred 15,600 Shares to Master Resources;

(g)

Darmin transferred 26,400 Shares to Master Resources; and

(h)

Kasmadi Melati transferred 50,000 Shares to Master Resources.

Pursuant to the above-mentioned transfers of shares, the Shareholders of our Company are Master
Resources holding 140,000 Shares, Dhamma Surya holding 14,400 Shares, Charles Antonny Melati
holding 11,760 Shares, Ng See Yong holding 7,560 Shares, Huang She Thong holding 7,560 Shares,
Yanto Melati holding 7,560 Shares, Richard Kennedy Melati holding 7,560 Shares and Darmin holding
3,600 Shares.
References to the issuance of Shares in this section entitled “General Information on our Group –
Restructuring Exercise - Incorporation of Geo Energy Resources Pte. Ltd.” were before the Sub-Division.
Acquisition of shares in SBJ
(a)

Pursuant to a deed of shares sale and purchase No. 77 dated 29 October 2010 entered
into between Richard Kennedy Melati and GEC, we acquired from Richard Kennedy Melati
49.9% shareholding interest in SBJ, comprised of 499 shares, for a cash consideration of IDR
499,000,000 (or US$55,904 based on an exchange rate of US$1:IDR 8,926, being the average of
daily bid-ask exchange rates for October 2010 published by the Bank of Indonesia).

(b)

Pursuant to a deed of shares sale and purchase No. 78 dated 29 October 2010 entered into
between Darmin and GEC, we acquired from Darmin 50% shareholding interest in SBJ, comprised
of 500 shares, for a cash consideration of IDR 500,000,000 (or US$56,016 based on an exchange
rate of US$1:IDR 8,926, being the average of daily bid-ask exchange rates for October 2010
published by the Bank of Indonesia).

The aggregate consideration of IDR 999,000,000 (US$111,920) for the transfer of the 999 shares in SBJ
was determined based on arm’s length negotiations on normal commercial terms, with reference to the
par value of the shares of SBJ as at 29 October 2010. As a result of the transfer of shares of SBJ, GEC
became the registered owner of 99.9% of the shares in SBJ. Richard Kennedy Melati holds the remaining
0.1% of the shares in SBJ. GEC did not acquire 100% of the shares in SBJ because Indonesian law
requires that there be a minimum of two (2) shareholders for a company incorporated in Indonesia.
Acquisition of shares in MNP
(a)

Pursuant to a deed of shares sale and purchase No. 80 dated 29 October 2010 entered into
between Huang She Thong and GEC, we acquired from Huang She Thong 50% shareholding
interest in MNP, comprising 50 shares, for a cash consideration of IDR 500,000,000 (or US$56,016
based on an exchange rate of US$1:IDR 8,926, being the average of daily bid-ask exchange rates
for October 2010 published by the Bank of Indonesia).

(b)

Pursuant to a deed of shares sale and purchase No. 81 dated 29 October 2010 entered into
between Junaidi and GEC, we acquired from Junaidi 49% of MNP, comprising 49 shares, for a
cash consideration of IDR 490,000,000 (or US$54,896 based on an exchange rate of US$1:IDR
8,926, being the average of daily bid-ask exchange rates for October 2010 published by the Bank
of Indonesia).
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The aggregate consideration of IDR 990,000,000 (US$110,912) for the transfer of the 99 shares in MNP
was determined based on arm’s length negotiations on normal commercial terms, with reference to the
par value of the shares of MNP as at 29 October 2010. As a result of the transfer of shares of MNP, GEC
became the registered owner of 99% of the shares in MNP. Richard Kennedy Melati holds the remaining
1% of the shares in MNP. GEC did not acquire 100% of the shares in MNP because Indonesian law
requires that there be a minimum of two (2) shareholders for a company incorporated in Indonesia.
Acquisition of shares in MRP
(a)

Pursuant to a deed of share sale and purchase No. 105 dated 8 March 2011 entered into
between PT Libra Melati Investment and GEC, we acquired from PT Libra Melati Investment 50%
shareholding interest in MRP, comprised of 125 shares, for a cash consideration of IDR 62,500,000
(or US$7,176 based on an exchange rate of US$1:IDR 8,709, being the average of daily bid-ask
exchange rates for March 2011 published by the Bank of Indonesia).

(b)

Pursuant to a deed of share sale and purchase No. 107 dated 8 March 2011 entered into
between PT Libra Melati Investment and GEC, we acquired from PT Libra Melati Investment 20%
shareholding interest in MRP, comprised of 50 shares, for a cash consideration of IDR 25,000,000
(or US$2,871 based on an exchange rate of US$1:IDR 8,709, being the average of daily bid-ask
exchange rates for March 2011 published by the Bank of Indonesia).

(c)

Pursuant to a deed of share sale and purchase No. 108 dated 8 March 2011 entered into between
PT Geo Surya Energy and GEC, we acquired from PT Geo Surya Energy 29.6% shareholding
interest in MRP, comprised of 74 shares, for a cash consideration of IDR 37,000,000 (or US$4,248
based on an exchange rate of US$1:IDR 8,709, being the average of daily bid-ask exchange rates
for March 2011 published by the Bank of Indonesia).

The aggregate consideration of IDR 124,500,000 (US$14,295) for the transfer of the 249 shares in MRP
was determined based on arm’s length negotiations on normal commercial terms, with reference to the
par value of the shares of MRP as at 8 March 2011. As a result of the transfer of shares of MRP, GEC
became the registered owner of 99.6% of the shares in MRP. Charles Antonny Melati holds the remaining
0.4% of the shares in MRP. On 29 February 2012, GEC’s shareholding interest in MRP was increased
to 99.99% through the issue of new shares in MRP to GEC. Charles Antonny Melati holds the remaining
0.01% in MRP. GEC did not acquire 100% of the shares in MRP because Indonesian law requires that
there be a minimum of two (2) shareholders for a company incorporated in Indonesia.
Acquisition of shares in GEC
(a)

Pursuant to a deed of shares sale and purchase No. 38 dated 9 August 2011 entered into between
PT Libra Melati Investment and our Company, we acquired from PT Libra Melati Investment
69% shareholding interest in GEC, comprised of 3,450 shares, for a cash consideration of IDR
3,450,000,000 (or US$402,567 based on an exchange rate of US$1:IDR 8,570, being the average
of daily bid-ask exchange rates for August 2011 published by the Bank of Indonesia).

(b)

Pursuant to a deed of shares sale and purchase No. 39 dated 9 August 2011 entered into
between PT Geo Surya Energy and our Company, we acquired from PT Geo Surya Energy
30% shareholding interest in GEC, comprised of 1,500 shares, for a cash consideration of IDR
1,500,000,000 (or US$175,029 based on an exchange rate of US$1:IDR 8,570, being the average
of daily bid-ask exchange rates for August 2011 published by the Bank of Indonesia).
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The aggregate consideration of IDR 4,950,000,000 (US$577,596) for the transfer of the 4,950 shares in
GEC was determined based on arm’s length negotiations on normal commercial terms, with reference
to the par value of the shares of GEC as at 9 August 2011. As a result of the transfer of shares of GEC,
our Company became the registered owner of 99% of the shares in GEC. PT Libra Melati Investment
holds the remaining 1% of the shares in GEC. Our Company did not acquire 100% of the shares in
GEC because Indonesian law requires that there be a minimum of two (2) shareholders for a company
incorporated in Indonesia.
Acquisition of shares in GCI
Pursuant to a sales and purchase agreement dated 30 December 2011 entered into between Bounty
Success Ventures Ltd(2) and our Company, we acquired from Bounty Success Ventures Ltd 100%
shareholding interest in GCI, comprised of 100 shares, for a cash consideration of S$100 (or US$77
based on an exchange rate of US$1:S$1.30, being the closing exchange rate on 30 December 2011
published by the Monetary Authority of Singapore). Bounty Success Ventures Ltd is a company
incorporated in the British Virgin Islands. Its shareholders are Charles Antonny Melati and Dhamma
Surya, each holding 70% and 30% of the issued share capital in our Company respectively.
The aggregate consideration of S$100 (US$77) for the transfer of the 100 shares in GCI was determined
based on arm’s length negotiations on normal commercial terms, with reference to the issued and
paid up share capital of GCI as at 30 December 2011. As a result of the transfer of shares of GCI, our
Company became the registered owner of 100% of the shares in GCI.
Acquisition of shares in BEK
Charles Antonny Melati, acting in his individual capacity, and not for and on behalf of the Company or
the Group, entered into a mutual agreement dated 15 March 2011 with Edy Gunawan in relation to
the acquisition of 100% shareholding interest in BEK (“Mutual Agreement”). The Mutual Agreement
provides, amongst others, that (i) Charles Antonny Melati shall acquire 100% shareholding interest
in BEK from Edy Gunawan and Laurensius for the consideration of IDR 10 billion (approximately
US$1,139,861 based on the prevailing exchange rate of US$1:IDR 8,773 on 15 March 2011, being the
date of the Mutual Agreement); (ii) Charles Antonny Melati is entitled to appoint other parties, either a
legal entity or individual to execute the acquisition of BEK; and (iii) Charles Antonny Melati is willing to
pay to Edy Gunawan a coal sales royalty per metric tonne of coal produced and sold from the area under
the BEK Exploration IUP. The agreed quantum of the coal sales royalty lies in the range of US$2.00 to
US$3.00 per metric tonne.
Charles Antonny Melati subsequently appointed SBJ and Richard Kennedy Melati to receive the shares
of BEK. Pursuant to Deed of Shares Sale and Purchase No. 56, No. 57 and No. 58, all of which were
dated 9 May 2011, and entered into between (i) Edy Gunawan and SBJ; (ii) Laurensius and SBJ; and
(iii) Laurensius and Richard Kennedy Melati respectively, SBJ acquired and received 99% shareholding
interest in BEK from Edy Gunawan and Laurensius. Richard Kennedy Melati acquired and received the
remaining 1% shareholding interest in BEK from Laurensius. SBJ did not acquire and receive 100% of
the shares in BEK because Indonesian law requires that there be a minimum of two (2) shareholders
for a company incorporated in Indonesia. Pursuant to the Mutual Agreement, the payment of ten billion
rupiah as consideration for the shares in BEK was made by Charles Antonny Melati to Edy Gunawan
and Laurensius. For the avoidance of doubt, the cost burden of the IDR 10 billion was borne by Charles
Antonny Melati. Neither the Company nor any other member of the Group (including SBJ) paid or
reimbursed Charles Antonny Melati the aforementioned ten billion rupiah. In addition, prior to the transfer
of the shares of BEK to SBJ and Richard Kennedy Melati, Edy Gunawan and Laurensius respectively
held 80% and 20% shareholding interest in BEK, and neither Charles Antonny Melati, Richard Kennedy
Melati nor Darmin held any shares in BEK.
The appointment of SBJ and Richard Kennedy Melati by Charles Antonny Melati to receive the
shares of BEK was formally documented in an assignment agreement dated 31 December 2011 and
entered into between Edy Gunawan, Laurensius, Charles Antonny Melati, Darmin (acting as president
director of SBJ), and Richard Kennedy Melati (the “BEK Assignment Agreement”). Pursuant to the
BEK Assignment Agreement, with effect from 26 May 2011, SBJ’s shareholding interest in BEK was
increased to 99.98% through issue of new shares in BEK to SBJ. Richard Kennedy Melati holds the
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remaining 0.02% shareholding interest. The BEK Assignment Agreement also provided that neither of
SBJ nor Richard Kennedy Melati shall pay any compensation or additional payment to Edy Gunawan
and Laurensius in relation to the transfer of the shares of BEK, except coal sale royalties which shall be
subject to further arrangement.
In connection with the receipt of issued shares in BEK and pursuant to the BEK Assignment Agreement,
Edy Gunawan, Laurensius, Charles Antonny Melati, Darmin (acting as president director of SBJ) and
Richard Kennedy Melati entered into a royalty agreement dated 31 December 2011 (the “Royalty
Agreement”). The Royalty Agreement sets out further arrangements in relation to the coal sale royalty
per metric tonne of coal first set out in the Mutual Agreement. Pursuant to the Royalty Agreement,
we agreed to pay to Edy Gunawan and Laurensius coal sale royalties per metric tonne of coal on the
terms and subject to the conditions as set out in the Royalty Agreement. Under the terms of the Royalty
Agreement and notwithstanding that we do not hold 100% shareholding interest in BEK, we are obliged
to pay 100% of the royalty per metric tonne of coal sold. The coal sales royalty is a fixed rate that is
based on the tonnage of coal produced and sold from our BEK Mining Concession. The obligation to
pay the coal sales royalty shall subsist for as long as we produce and sell coal under the BEK Mining
Concession. The quantum of the coal sales royalty, which lies in the range of US$2.00 to US$3.00 per
metric tonne, was determined based on arm’s length negotiation between our Group and the former
shareholders of BEK. In agreeing on the quantum, our Group had taken into consideration the financial
feasibility of the BEK Mine Plan and similar market transactions or negotiations.
Edy Gunawan and Laurensius, the former shareholders of BEK, are not Associates of our Directors
and Controlling Shareholders. Save as disclosed under note (3) to the table setting out details of the
Qualifying Assets in the “Business – Certain agreements relating to our Company - Deed of Cooperation
- Scope of Rights of First Offer, of First Refusal and to Match” section of this Prospectus, Edy Gunawan
and Laurensius are not directly or indirectly related to our Company, Directors, Controlling Shareholders
or their respective Associates.
It is the intention of our Controlling Shareholders that PE facilitates the business operational readiness
of BEK as well as any other Qualifying Assets which our Group may choose to acquire from PE in the
future. This intention is encapsulated in the Deed of Cooperation, details of which are set out in “Business
– Certain Agreements relating to our Company – Deed of Cooperation” section of the Prospectus.
The contributions by PE to undertake exploratory work to ascertain the feasibility of the BEK Concession
Area, bring BEK to business operational readiness and ultimately for us to commence coal production
operations in respect of the BEK Concession Area, were formalised through the Deed of Payment.
Notwithstanding the transfer of the shares in BEK to the Group in May 2011, PE actually started
providing the services in February 2011.
Accordingly, in consideration of (i) the receipt of shares in BEK by SBJ (which was carried out as set
out in the BEK Assignment Agreement); (ii) the procurement and fulfilment of and/or facilitation of the
transfers of certain land titles, rights and interests (the “BEK Land”) and licences (the “BEK Licences”)
to us; and (iii) the provision of certain other services required for the facilitation of business operational
readiness of BEK’s coal production operations (collectively, the “BEK Services”) (each a “Consideration
Item”, collectively the “Consideration Items”), such BEK Services being of benefit to us, we entered into
the Deed of Payment. Pursuant to the Deed of Payment, we agreed to pay to PE an aggregate fee of
US$40 million (the “BEK Fee”).
No consideration was paid by Richard Kennedy Melati for his receipt of one share in BEK (by way of
assignment) because such assignment was effected only for the purpose of adhering to the minimum two
(2) shareholders requirement for companies incorporated in Indonesia.
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The BEK Fee was not determined based on arm’s length negotiations and not on normal commercial
terms. The BEK Fee was determined with reference to the value ascribed to the 100% equity interest in
BEK as set out in the Valuation Report, taking into account the discount mutually agreed between our
Group and PE and based on the formula set out below.
F

=

A x (1-B)

Where

:

F

:

is the quantum of BEK Fee (in this case, US$40 million)

A

:

is the value ascribed to the business of BEK at the date of the Valuation Report as set out in the
Valuation Report (in this case, US$114 million, being the preferred value set out in the Valuation
Report)

B

:

is the applicable discount to be mutually agreed between the Group and PE in writing upon the
provision of a duly signed Valuation Report prior to the payment of the BEK Fee (in this case,
65%)

For avoidance of doubt, the BEK Fee was not determined based on the culmulative attribution of the
individual value of each Consideration Item. The Consideration Items were not variables in the above
formula.
The BEK Fee was arrived at after considering, inter alia, the following factors:(1)

Commercial risk and uncertainty assumed by PE in undertaking exploratory works to establish
the viability of the BEK Concession Area, taking into consideration that there is no recourse in the
event the BEK Concession Area was not found to be feasible; and

(2)

Comparable or similar market transactions involving coal mines at the same production-ready
stage as BEK.

The Group acquired the BEK Land from the previous occupiers of such land, though in certain cases,
such BEK Land were first transferred to appointees of BEK, who are familiar with the aforesaid previous
occupiers, prior to their eventual transfer to BEK.
For BEK Licenses that were already in place, they were issued to BEK by the relevant authorities, and
were transferred, together with BEK, to the Group.
For avoidance of doubt, the BEK Fee is separate and distinct from the coal sale royalties payable to Edy
Gunawan and Laurensius (being the former shareholders of BEK).
Details of the BEK Land, BEK Licences and BEK Services are as set out in Appendix I of this Prospectus.
The shareholders of PE are PT Libra Melati Investment (70%) and PT Geo Surya Energy (30%). The
shareholders of PT Libra Melati Investment are Charles Antonny Melati (28%), Richard Kennedy Melati
(18%), Huang She Thong (18%), Ng See Yong (18%) and Yanto Melati (18%). The shareholders of PT
Geo Surya Energy are Darmin (99%) and his half-brother, Junaidi (1%).
Sub-Division
On 5 October 2012, our Company completed the sub-division of every one (1) ordinary share in our
share capital into 4,000 ordinary shares.
Conversion and Adjustment
Pursuant to the Convertible Loan Agreements, the Pre-Invitation Investors granted to members of our
Group (being either of MRP or SBJ, depending on the individual Convertible Loan Agreement) convertible
loans with an aggregate amount of S$20.5 million, on terms which, inter alia, provide for an election
by the Pre-Invitation Investors to convert the principal amount owed to him into a specified number of
Shares in our Company. Of the S$20.5 million, S$0.85 million was subsequently repaid to the relevant
Pre-Invitation Investors in cash.
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Pursuant to the Adjustment Agreements, Master Resources agreed with the Pre-Invitation Investors, inter
alia, to the delivery of our Shares between Master Resources (or its nominees) and the respective PreInvitation Investors as an adjustment mechanism in the event that the number of Shares received by
the respective Pre-Invitation Investors pursuant to the Conversion differs from the number of Shares he
would have had received if he had converted the amount of the convertible loan owed to him at a certain
discount to the Invitation Price, such discounts being either 30%, 40% or 50% depending on the specific
Adjustment Agreement which the respective Pre-Invitation Investor is party to.
Pursuant to the Deeds of Novation, our Company substituted the original borrower in the Convertible
Loan Agreements as the named borrower.
On 5 October 2012, pursuant to the Conversion, 98,702,639 Shares were issued to the Pre-Invitation
Investors in accordance with the terms of the Convertible Loan Agreements.
On 8 October 2012, pursuant to the Adjustment Agreements, the Pre-Invitation Investors transferred
607,400 Shares in aggregate to Master Resources and its nominees.
GROUP STRUCTURE
Our Group structure after the Restructuring Exercise and as at the date of this Prospectus is as follows:-

Geo Energy Resources Limited

(1)

99.0%

100%
Geo Coal
International
Pte. Ltd.

PT Geo Energy
Coalindo

99.99%
PT Mitra Riau
Pratama

(2)

(3)

(4)

99.0%

PT Mitra Nasional
Pratama

99.9%

PT Sumber Bara
Jaya
(5)

99.98%

PT Bumi Enggang
Khatulistiwa

Notes:(1)

The remaining 1.0% is held by PT Libra Melati Investment, a company incorporated in the Republic of Indonesia. The
shareholders of PT Libra Melati Investment are: (i) Charles Antonny Melati (28%); (ii) Huang She Thong (18%); (iii) Richard
Kennedy Melati (18%); (iv) Ng See Yong (18%); and (v) Yanto Melati (18%).

(2)

The remaining 0.01% is held by our Executive Chairman, Charles Antonny Melati.

(3)

The remaining 1.0% is held by our Executive Officer, Richard Kennedy Melati.

(4)

The remaining 0.1% is held by our Executive Officer, Richard Kennedy Melati.

(5)

The remaining 0.02% is held by our Executive Officer, Richard Kennedy Melati.
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SUBSIDIARIES
The details of our subsidiaries as at the Latest Practicable Date are as follows:-

Name

Date and
place of
incorporation

Principal place
of business

Principal business

Issued and paid-up
capital

Effective
equity
interest
held by our
Company

S$100.00

100.00%

GCI

14 December
2010,
Singapore

10 Anson
Road, #20-16,
International Plaza,
Singapore 079903

Coal trading (1)

MRP

14 January 2008,
Indonesia

Perwata Tower 9th
Floor, Suite D&E,
Jl. Pluit Selatan
Raya CBD Pluit,
Penjaringan, North
Jakarta.

Ownership and leasing of
coal mining equipment and
vehicles

IDR 5,000,000,000

98.99%

MNP

12 January 2009,
Indonesia

Perwata Tower 9th
Floor Suite D & E,
Jl. Pluit Selatan
Raya CBD Pluit,
Penjaringan, North
Jakarta.

Provision of mine contracting
ser vices cover ing (i)
stripping;
ove r bu r d e n
removal and loading; (ii)
excavation of mineral and
coal; and (iii) mineral or coal
loading and hauling.

IDR 1,000,000,000

98.01%

Coal trading
GEC

15 December
2008,
Indonesia

Perwata Tower 9th
floor Suite D&E,
Jl. Pluit Selatan
Raya CBD Pluit,
Penjaringan, North
Jakarta

Business management
consultant services

IDR 5,000,000,000

99.00%

SBJ

13 April 2009,
Indonesia

Perwata Tower 9th
floor Suite D&E,
Jl. Pluit Selatan
Raya CBD Pluit,
Penjaringan, North
Jakarta

Provision of mine contracting
ser vices cover ing (i)
stripping,
ove r bu r d e n
removal and loading; (ii)
excavation of mineral and
coal; (iii) mineral or coal
loading and hauling, and (iv)
trucking and barging

IDR 1,000,000,000

98.90%

IDR 5,000,000,000

98.88%

Coal trading
BEK

3 March 2008,
Indonesia

Perwata Tower 9th
floor Suite D&E,
Jl. Pluit Selatan
Raya CBD Pluit,
Penjaringan, North
Jakarta

Coal mining company which
operations covering the
construction, production,
transportation, sale as well
as processing and refinery

Note:(1)

GCI has remained inactive since its date of incorporation up to the Latest Practicable Date.

112

GENERAL INFORMATION ON OUR GROUP
We do not have any associated companies and our Subsidiaries are not listed on any stock exchange.
None of our Independent Directors sits on the board of our principal subsidiaries that are based in
jurisdictions other than Singapore.
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HISTORY
OUR HISTORY
Our Group was established by Charles Antonny Melati (our Executive Chairman), Dhamma Surya (our
Chief Executive Officer), Huang She Thong (our Executive Director) and Darmin (one of our Executive
Officers) who had identified potential in the Indonesian coal mining industry. Our Group commenced
business operations in 2008 and Richard Kennedy Melati (one of our Executive Officers) joined this
pioneer management team subsequently in 2009. Our pioneer management team members had spent
considerable time and effort, particularly in the initial period, towards learning the coal mining business
and acquiring hands-on experience through working on the field and close interactions with other coal
mining industry players and colleagues. Our pioneer management team, recognising the highly technical
nature of carrying on coal production operations also set up and hired the necessary technical equipment
fleet and personnel respectively to provide the necessary technical support and expertise.
Our scope of business operations was initially focused on being a mine operator under coal cooperation
contracts (prior to our cessation of such business operations). To facilitate our Group’s business
operations, MRP was incorporated in 2008 for the purpose of acquiring and owning equipment and
vehicles commonly required in the coal mining industry, such as excavators and other vehicles (including
dump trucks, articulated dump trucks, bulldozers, wheel loaders, road graders and road compactors). Our
management was of the view that self-ownership of the necessary equipment would give us a competitive
edge through greater operational and cost effectiveness and efficiencies. Self-ownership of the necessary
equipment also shielded our Group from the vagaries of third party equipment rental suppliers and also
contributed to us successfully securing our initial coal cooperation contract from the third party mine
owner as he was persuaded that we had the necessary technical equipment and expertise to operate
the coal mining site. The acquisition of our own fleet of technical equipment was largely funded by the
pioneer management team, which further demonstrated their commitment towards the nascent coal
business then.
In 2008, we secured our first coal cooperation contract. This landmark contract was awarded by CV
Intan Karya Mandiri for a concession area of 156 ha in Banjar Regency, South Kalimantan, Indonesia.
Coal production operations under this coal cooperation contract commenced in October 2008 and was
completed in July 2009, with total production of approximately 326,000 tonnes of coal, with calorific value
in excess of 3,800 kcal/kg (GAR). In the same year, GEC was incorporated for the purpose of executing
coal mining activities, while SBJ and MNP were incorporated in 2009 for a similar purpose.
Subsequent to our Group’s first coal cooperation contract, we expanded our business operations to
the Regencies in East Kalimantan Province, such as the Kutai Kartanegara and Paser Regencies and
Samarinda City.
In 2009, we entered into a coal cooperation contract with CV Sulistia for a concession area of 100 ha in
Kutai Kartanegara Regency. Coal production operations under this contract commenced in August 2009
and was completed in June 2010, with total production of approximately 218,000 tonnes of coal, with
calorific value in excess of 5,500 kcal/kg (GAR).
In the same year, we entered into a coal cooperation contract with CV Yulia Raya Energi and CV
Permata Hitam for two (2) concession areas totalling 195 ha in Kutai Kartanegara Regency. Coal
production operations under this contract commenced in November 2009 and was subsequently
suspended in January 2011 due to the need to remove a geological rock formation which obstructed
our access to the coal seam. We have recommenced coal production operations since February 2012.
From commencement of coal production operations under this contract in November 2009 to the Latest
Practicable Date, our Group produced approximately 549,000 tonnes of coal, with calorific value in
excess of 5,500 kcal/kg (GAR).
In 2010, pursuant to memorandums of understanding and/or preliminary agreements signed in 2009,
we entered into four coal cooperation contracts. Three of these coal cooperation contracts were entered
into with PT Transisi Energy Satunama and were for concession areas totalling approximately 387 ha
in Samarinda City. Of these three (3) contracts, only two (2) contracts proceeded to the production
operations stage. The fourth coal cooperation contract was entered into with PT Borneo Surya Abadi for a
concession area of approximately 94 ha in Paser Regency.
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Coal production operations under the first contract commenced in May 2010 and was completed in
January 2011 with total production of approximately 46,000 tonnes of coal with calorific value in excess
of 5,500 kcal/kg (GAR). The second coal cooperation contract with PT Transisi Energy Satunama with
concession area totalling 195 ha was terminated before coal production operations started, as a feasibility
study concluded that the mining in the concession area was economically and technically not feasible.
Coal production operations under the third contract with PT Transisi Energy Satunama commenced in
July 2010 and are still on-going. As at the Latest Practicable Date, our Group produced approximately
1,100,000 tonnes of coal, with calorific value in excess of 5,500 kcal/kg (GAR).
Coal production operations under the contract with PT Borneo Surya Abadi commenced in December
2010 and was completed in May 2011 with total production of approximately 87,000 tonnes of coal, with
calorific value in excess of 3,500 kcal/kg (GAR).
Our Group entered into one (1) coal cooperation contract with a concession area of 98 ha in 2011, in
respect of which the memorandum of understanding was signed in 2009. This contract was awarded
by CV Harum Cahaya Mandiri for a concession area in Kutai Kartanegara Regency. Coal production
operations commenced in June 2011 and was completed in March 2012 with total production of
approximately 344,000 tonnes of coal, with calorific value in excess of 5,500 kcal/kg (GAR).
In the same year, our Group acquired BEK which holds the BEK Mining Concession to the BEK
Concession Area of 4,570 ha located at Kutai Barat Regency, East Kalimantan, Indonesia. This is our first
and currently only Production Operations IUP and is a landmark development in our Group’s history to
also operate as a mine owner cum operator. The acquisition of the BEK Mining Concession is a natural
progression of our business development and is timely in light of the enactment of the New Mining Law,
which amongst others impose restrictions on coal mining activities of mine operators in respect of third
party mine owner sites. Please see “Regulations Governing the Indonesian Coal Mining Industry – Mining
Regulation” section of this Prospectus for further details on the New Mining Law.
As at the Latest Practicable Date, we have two (2) subsisting coal cooperation contracts. Our subsisting
coal cooperation contracts comprise (i) the coal mining cooperation agreement dated 24 June 2010
between PT Transisi Energy Satunama and SBJ pursuant to the preliminary cooperation agreement
dated 23 July 2009 between CV Transisi Energy, MNP and SBJ; and (ii) the coal cooperation agreement
dated 12 October 2009 between CV Yulia Raya Energi, together with CV Permata Hitam and MNP (as
amended by addendum dated 7 July 2011) pursuant to the preliminary cooperation agreement dated 20
April 2009 between CV Yulia Raya Energi together with CV Permata Hitam and MNP.
The above subsisting cooperation contracts have been terminated on 30 September 2012 and no
compensation is payable in relation to the termination.
As highlighted in the ITR, as at 31 December 2011, the BEK Concession Area holds approximately
4.2 million tonnes of proved reserves and 8.3 million tonnes of probable reserves conforming to the
definitions of the JORC Code. The in-situ coal resource tonnage for the BEK Concession Area in addition
to the coal reserves comprises approximately 1.2 million tonnes of measured resources, 7.1 million
tonnes of indicated resources and 22.4 million tonnes of inferred resources as at 31 December 2011.
Mining operations at the BEK Concession Area commenced in January 2012 with land clearing
operations, followed by overburden removal and coal extraction in February 2012. From commencement
of coal production operations to the Latest Practicable Date, our Group produced approximately 445,000
tonnes of coal with a calorific value in excess of 3,400 kcal/kg (GAR). Please see the “Business –
Overview” section of this Prospectus for further details of the BEK Concession Area”.
In February 2012, our Group entered into our first mine contracting services contract with a mine
owner, PT Borneo Mitra Sejahtera (“Borneo”) (the “Borneo Contract”), pursuant to which our Group
shall provide specific mine contracting services for the mine located at Kutai Kartanegara Regency,
East Kalimantan, Indonesia (“Borneo Mine”). Such services will essentially be limited to overburden
removal and coal hauling activities, in compliance with the New Mining Law. Borneo will undertake the
coal excavation and coal sale activities. Operations in relation to the Borneo Contract commenced in
September 2012 and shall continue throughout the economic life of the Borneo Mine.
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Notwithstanding the termination of the coal cooperation contracts with effect from 30 September 2012
(in compliance with the New Mining Law), we expect that there will be no material operational impact
to the Group as we are able to leverage on our expertise and experience as a mine operator under
coal cooperation contracts and continue our business operations as a mine owner cum operator and a
mine contractor. The Company’s work process as a mine operator is also applicable to the operational
requirements of a mine owner cum operator or a mine contractor, save that certain specific work activities
are not permitted to be carried out as a mine contractor.
Since our commencement of business operations, our Group has consistently increased our equipment
and vehicle fleet size. In 2009, our Group also acquired our own coal crushing facilities.
Since our Group commenced our business operations to the Latest Practicable Date, our
Group has produced approximately 3.1 million tonnes of coal (with calorific value ranging from
3,400 kcal/kg (GAR) to in excess of 5,500 kcal/kg (GAR)) from our coal cooperation contracts as well
as from our BEK Mining Concession. We typically sell our coal to coal traders and export companies on
a FOB barge or an ex-stockpile basis. Going forward, we also intend to sell our coal to coal traders and
export companies on a FOB mother vessel basis. We understand that the end buyers of our coal include
those from the power plants, cement factories and/or other industrial users in Indonesia, India, China
and/or South Korea. Please see “Business – Overview” section of this Prospectus for more details.
In May 2010, our Company was incorporated in the Republic of Singapore under the Singapore
Companies Act (cap. 50) as a private company limited by shares, under the name, “Geo Energy
Resources Pte. Ltd.”.
On 5 October 2012, our Company converted to a public limited company and changed its name to “Geo
Energy Resources Limited”.
On 8 October 2012, we completed the Restructuring Exercise. Please refer to the “General information on
our Group - Restructuring Exercise” section of this Prospectus for further details.
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OVERVIEW
We are a coal mining group with an established track record (notwithstanding our relatively short
operating history since 2008) in the operation of coal mining sites for the purpose of coal production and
coal sale in Indonesia. Our coal production operations are primarily located in Kalimantan, Indonesia.
As at the Latest Practicable Date, we have been operating as a (i) mine operator (operating coal mining
sites owned by third party mine owners under coal cooperation contracts awarded by the respective third
party mine owners); (ii) mine owner cum operator (operating our own coal mining sites); and (iii) mine
contractor (providing specific mine contracting services to third party mine owners). Post 30 September
2012, in compliance with the New Mining Law, our Group has ceased to be a mine operator under coal
cooperation contracts.
Our scope of operations as a mine operator under coal cooperation contracts (prior to our cessation of
such business operations) and as a mine owner cum operator primarily include production planning and
scheduling, securing and/or maintaining licenses and/or permits, land clearing and overburden removal,
coal excavation, crushing and transportation, land reclamation and rehabilitation as well as coal sales.
We produce regular production plans taking into account various factors such as coal demand and
operational conditions. We have our own mining equipment and vehicle fleet comprising dump trucks,
articulated dump trucks, excavators, bulldozers, wheel loaders, road graders and a road compactor,
which we use to remove overburden, produce coal, haul coal and construct and maintain haulage roads.
We also have an in-house safety team which complements and supports the mining site safety officer
required under Indonesian mining law.
Post 30 September 2012, for mining sites we do not own, we operate as mine contractors. Under the
New Mining Law, such mining contractors are subject to certain restrictions, such as prohibition from coal
excavation and primary sale of coal excavated. For the Borneo Contract, we are contracted to undertake
overburden removal and coal haulage.
We do not carry out business activities in connection with the initial exploration stage of the coal mining
value chain. This allows us to allocate more capital and resources to our core coal production operation
capabilities. We may, however, from time to time carry out certain resource development works such as
drilling, boring and surveying to further evaluate and develop the coal resources and/or reserves as well
as obtain new geological data within our mining sites and concession area(s) in order to support our
mining plans and operations.
Since commencement of our business operations in 2008, we have undertaken coal production
operations under coal cooperation contracts with mine owners (prior to our cessation of such business
operations on 30 September 2012). To date, our Group has successfully secured a total of eight (8) coal
cooperation contracts and produced approximately 2.6 million tonnes of coal with calorific value ranging
from 3,500 kcal/kg (GAR) to in excess of 5,500 kcal/kg (GAR). Under our coal cooperation contracts, we
are required to pay to the mine owner fee payments which are based on the tonnage of coal produced.
As at the Latest Practicable Date, we have subsisting coal cooperation contracts which we continued to
perform up to 30 September 2012 in compliance with the New Mining Law. In this regard, the subsisting
coal cooperation contracts (as at the Latest Practicable Date) have been terminated on 30 September
2012. Please see “Business – Coal Cooperation Contracts” and “Regulations Governing the Indonesian
Coal Mining Industry” section of this Prospectus for further details.
In 2011, we obtained our own Mining Concession to undertake coal production activities at the 4,570
ha BEK Concession Area located at Kutai Barat Regency, East Kalimantan Province, Indonesia. As
highlighted in the ITR, as at 31 December 2011, the BEK Concession Area comprises approximately
4.2 million tonnes of proved reserves and 8.3 million tonnes of probable reserves conforming to the
definitions of the JORC Code. The in-situ coal resource tonnage for the BEK Concession Area in addition
to the coal reserves as at 31 December 2011 comprises approximately 1.2 million tonnes of measured
resources, 7.1 million tonnes of indicated resources and 22.4 million tonnes of inferred resources. Our
BEK Mining Concession has an awarded tenure of twenty (20) years from 4 April 2011 and can be
extended twice in total, each extension for tenures up to ten (10) years. The extensions are at the option
of BEK, subject to regulatory approvals.
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We intend to continue to search for and acquire assets holding suitable Production Operations IUPs/
IUPKs. Through our relationship with the Prima Group, which is formalised through the Deed of
Cooperation, we will have an additional source of potential acquisition targets holding IUP/IUPKs. Please
see the “Business – Certain Agreements relating to our Company” section of this Prospectus for further
details.
To date, our coal sales are made generally to coal traders and export companies on a FOB barge and
ex-stockpile basis. We understand that the end buyers of our coal include those from the power plants,
cement factories and other industrial users predominantly in Indonesia, China, South Korea and/or India.
Going forward, we also intend to sell our coal on a FOB mother vessel basis. We will incur additional
trans-shipment costs in the event we sell on a FOB mother vessel basis. However, we expect to factor
these additional costs into the selling price and accordingly, we expect minimal financial impact.
WORK PROCESS
The following diagram and discussion describes how we plan and conduct our business operations as a
mine operator, mine owner cum operator and mine contractor.
MINE OPERATOR

MINE OWNER
CUM OPERATOR
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Production Planning and Scheduling
Mining operations require management and determination of work flow and operations at the coal mining
sites. As a mine owner cum operator, we manage and determine work flow and operations at our mining
sites. As a mine operator and pursuant to our arrangements with the third party mine owners, we are also
responsible for the management and determination of work flow and operations at our mining sites. As a
mine contractor, while we are not obliged to handle the management and determination of work flow and
operations at our mining sites, we may, from time to time, be consulted on such matters by the third party
mine owner.
Our production plans cover the areas to be prepared for mining operations through the land clearing
and overburden removal, the number of equipment to be allocated to the mining site, the operational
schedule for mining activities, the coal transportation and haulage requirements and the reclamation
and rehabilitation of mined areas. Our production plans take into consideration the configuration and
geological features of the coal seams, the expected strip ratio, the targeted levels of coal production,
expected weather conditions and changes in operational costs, coal prices and customer demand for
our coal. Our production plans are reviewed and updated regularly based on the same as well as any
new geological data that may arise from time to time. From time to time, we carry out certain resource
development works such as drilling, boring and surveying to further evaluate and develop the coal
resources and/or reserves as well as obtain new geological data within our mining sites and concession
area(s).
Securing and Maintaining Licenses and Permits
Mining operations involves the application for, update, renewal and maintenance of licenses and permits
relevant to our mining operations, including the payment of royalties and taxes to the relevant authorities.
We constantly update ourselves on the latest rules and regulations relating to mining operations, maintain
cordial working relationships with relevant authorities and prepare and submit the relevant reports and
payments of royalties and taxes in compliance with continual reporting obligations under the various
licences and permits, as necessary.
As a mine owner cum operator, we are required to ensure compliance with continuous reporting and
payment obligations under the various licences and permits. As a mine operator, although the third party
mine owner is required to ensure such compliance, the third party mine owners have from time to time
delegated such compliance tasks to us to perform for and on behalf of them. As a mine contractor, we are
not required to ensure compliance with continuous reporting and payment obligations under the various
licences and permits and our arrangements with the third party mine owners do not require us to perform
such compliance tasks.
Land Clearing and Overburden Removal
We carry out land clearing and overburden removal activities, whether in the capacity of a mine operator,
mine owner cum operator or mine contractor.
As we extract our coal from our mining sites using conventional open cut mining methods, we are
required to carry out land clearing and overburden removal to expose the coal seams. Topsoil, waste
material and overburden are removed by excavators, bulldozers and dump trucks. The waste material is
either returned by our dump trucks into in-pit dumps or used for the construction of infrastructure such as
access roads. The overburden removed is transported to the designated dumping areas and is usually
subsequently used in our land reclamation and rehabilitation activities.
Coal Excavation
We carry our coal excavation activities only in our capacity as a mine operator and a mine owner cum
operator. We do not carry out coal excavation activities in our capacity as a mine contractor. Such work is
carried out by the third party mine owners.
Using conventional open cut mining methods, we extract our coal via the excavators which is loaded
onto the dump trucks for coal haulage. Our mines generally operate on two work shifts of ten (10) hours
per day basis. As we own the equipment and vehicle fleet, we have control over our operations and are
able to substitute equipment and vehicles as required from time to time, hence alleviating the need for
suspension of our operations due to repair and maintenance work.
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Coal Haulage
We carry out coal haulage activities, whether in the capacity of a mine operator, mine owner cum
operator or mine contractor.
The coal is transported by the dump trucks, via the coal haulage roads either for stockpiling at the
stockpiling site or to the jetty. During the financial periods under review, our mining sites were generally
located within close proximity to the stockpiling site and the jetty with coal haulage road access. The
proximity of our mining sites to the stockpiling site and the jetty allows us to reduce transportation cost
and increase operational efficiency. It also allows us to manage our transport costs and our operating
schedules effectively.
Crushing and Loading
We carry out crushing and loading activities only in our capacity as a mine operator and mine owner cum
operator. We do not carry out crushing and loading activities in our capacity as a mine contractor. Such
work is carried out by the third party mine owners.
We crush our coal at the stockpiling site. The coal is crushed according to standard specifications
required by our customers. The maximum crushing capacity of our crusher is 500 tonnes per hour.
Depending on whether our coal is stockpiled or shipped, we store our crushed coal at the stockpiling site
pending collection or shipment.
Coal Sale
We undertake coal sale activities only in our capacity as a mine operator and mine owner cum operator.
We enter into sale agreements and arrangements directly with our customers. We may in future enter into
coal off-take agreements with third party mine owners who engage us as mine contractors and then onsell the coal.
For more details on the coal sale process, please refer to the “Business – Coal Supply” section of this
Prospectus.
Reclamation and Rehabilitation
Mining operations involves reclamation and rehabilitation of mined out areas. As a mine owner cum
operator, we are required to ensure compliance with reclamation and rehabilitation requirements. As
a mine operator, while the third party mine owner is required to ensure compliance with reclamation
and rehabilitation requirements, the third party mine owners have from time to time delegated such
compliance tasks to us to perform for and on their behalf. We do not have significant obligations
under our past coal cooperation contracts to ensure compliance with reclamation and rehabilitation
requirements. As a mine contractor, we are not required to ensure compliance with reclamation and
rehabilitation obligations, although our arrangements with the third party owners may require us to
perform such compliance tasks for and on behalf of them.
On an on-going basis, we reclaim the land by depositing the overburden onto mined out areas.
Rehabilitation of the reclaimed land is carried out by the spreading of topsoil on the surface of the
overburden deposited and the planting of native plants. From time to time, third party contractors may be
engaged to carry out the rehabilitation activities.
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As the holder of the BEK Mining Concession, we are required to provide reclamation and post-mining
guarantee funds to the relevant government authorities to ensure that we fulfil our compliance obligations
in respect of reclamation and rehabilitation. As at the Latest Practicable Date, we have provided a
reclamation deposit amounting to IDR 2,716,418,061 (equivalent to US$287,452 based on an exchange
rate of US$1:IDR 9,450 as at the Latest Practicable Date) and are in compliance with our regulatory
obligations in relation to such provision of funds. Our obligation to post mining surety funds only comes
into effect in 2014 (three years after the issue of the Productions Operations IUP). Accordingly, we have
not posted any mining surety funds. The amount to be set aside by our Company for the post mining
surety funds is IDR 7,851,611,942 (equivalent to approximately US$830,858 based on the prevailing
exchange rate of US$1:IDR 9,450 as at the Latest Practicable Date).
COAL RESERVES AND RESOURCES
Coal is a complex resource and can vary in composition even within the same deposit. It is generally
classified into four (4) categories based on their geological composition and they are namely lignite, subbituminous coal, bituminous coal and anthracite, in general order of increasing heat content. More details
of these four (4) types of coal and their respective nature and usage can be found in the “Glossary of
Technical Terms” section of this Prospectus.
Our Reserves and Resources
As at the Latest Practicable Date, we have access to coal reserves and resources via both our existing
coal cooperation agreements and our BEK Mining Concession. Post 30 September 2012, our BEK
Concession Area is our only source of coal reserves available for coal production and sales until such
time we acquire other Mining Concessions.
We have appointed an independent technical expert, Behre Dolbear Asia, Inc., to assess our reserve
and resource estimates. In relation thereto, the Independent Technical Review of the Bumi Enggang
Khatulistiwa Coal Mine Project in Kutai Barat Regency, East Kalimantan Province, Indonesia was
prepared and is set out in Appendix G of this Prospectus.
Certain key aspects of the ITR and the BEK Mining Concession are summarised below:As at 31 December 2011, the BEK Concession Area holds approximately 4.2 million tonnes of proved
reserves and 8.3 million tonnes of probable reserves conforming to the definitions of the JORC Code. The
in-situ coal resource tonnage for the BEK Concession Area in addition to the coal reserves comprises
approximately 1.2 million tonnes of measured resources, 7.1 million tonnes of indicated resources and
22.4 million tonnes of inferred resources as at 31 December 2011.
To the best of our Directors’ knowledge, most of the coal found in the BEK Concession Area falls
under the category of sub-bituminous coal or lignite, which is used primarily for steam-electric power
generation, and which has an average calorific value of 3,470 kcal/kg (GAR) (as set out in the ITR). Such
coal found in the BEK Concession Area may be categorised as “low rank coal” and hence may be subject
to any future export prohibition of “low rank coal” by the Indonesian Government. For more details on this
risk, please see “Risk Factors – Prohibition of export of “low rank coal” section of this Prospectus.
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BEK Mine Plan
Under the BEK Mine Plan, the estimated reserves will be mined over a period of six (6) years based on
following layout:-

The coal production and coal sales schedule of the BEK Mine Plan in relation to the coal reserves of 12.5
million tonnes of coal is also set out in Table 11.2 of the ITR and reproduced below.
Table 11.2
BEK PROJECT
PROJECTED ANNUAL COAL PRODUCTION AND SALES
(BCFM)
Year

Coal Production
(ktonnes)

Coal Sales
(ktonnes)

2012

700.0

665.0

2013

2,300.0

2,230.0

2014

2,520.0

2,520.0

2015

2,680.0

2,672.5

2016

2,700.0

2,700.0

2017

1,600.0

1,712.5

Total

12,500.0

12,500.0
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The coal mining equipment and overburden removal equipment required to support the BEK Mine Plan
have also been set out in Tables 5.2 and 5.3 of the ITR, and are reproduced below.
Table 5.2
BEK PROJECT
COAL MINING EQUIPMENT
Year

2012

2013

2014

2015

2016

2017

0.7

2.4

2.4

2.7

2.7

1.6

CAT 330 Excavator

1

–

–

–

–

–

CAT 336 Excavator

–

3

3

4

4

3

Hino Truck

4

10

10

12

12

9

Production (million tonnes)

Equipment (each)

Table 5.3
BEK PROJECT
OVERBURDEN REMOVAL EQUIPMENT
Year
Production (million bcm)

2012

2013

2014

2015

2016

2017

4.55

15.60

15.60

17.55

17.55

13.65

Equipment (each)
CAT 320 Excavator

1

2

2

2

2

2

CAT 330 Excavator

–

5

5

–

–

–

CAT 345 Excavator

4

8

8

13

13

10

DT-Nissan Truck

16

38

38

43

43

35

Volvo A40 Truck

–

9

9

10

10

10

D7-G Bulldozer

3

7

7

8

8

7

D9-R Bulldozer

–

1

1

1

1

2

CAT 120H Grader

1

3

3

3

3

3

The Directors, after having duly considered salient factors such as coal resource estimation database,
procedures and parameters, production costs and capital expenditure estimates, production capacity of
our fleet of mining plant and equipment (both current and planned), and estimated demand and supply
of coal, is of the view that the 6-year BEK Mine Plan is reasonable and feasible. This takes into account
that the BEK Mine Plan has been reviewed by the Independent Technical Expert, which concurred in
the ITR that key aspects of the BEK Mining Concession such as coal resource estimation database,
procedures and parameters, and production costs and capital expenditure estimates are reasonable and/
or achievable.
BEK Concession Area and Active Area
The BEK Concession Area of 4,570 ha is located in Kutai Barat Regency, East Kalimantan. The tenure
of the BEK Mining Concession is for twenty (20) years from the date of issuance of the Production
Operations IUP, being 4 April 2011 and can be extended twice in total, each extension for tenures up
to ten (10) years. The extensions are at the option of BEK, subject to regulatory approvals. We require
satisfactory title or permission from holders of such satisfactory rights or titles to the areas in which
we carry out our coal production operations. As at the Latest Practicable Date, our Group has already
acquired land use/occupancy rights in respect of approximately 734.5 ha of land in the BEK Concession
Area for the purpose of carrying out coal production operations. Coal production operations commenced
in February 2012.
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We acquired the land use/occupancy rights in respect of approximately 734.5 ha of land from the
previous holders of land use/occupancy rights. Of the 734.5 ha, the acquisitions of approximately 728
ha of land use/occupancy rights were carried out and/or facilitated by PE. As the acquisitions were
carried out and/or facilitated by PE, PE was the party who paid compensation to the previous land
use/occupancy rights holders. The Group understands that PE incurred approximately IDR 38.8 billion
(approximately US$4.2 million based on an exchange rate of US$1:IDR 9,068 as at 31 December 2011)
in respect of the compensation to the holders of the land use/occupancy rights.
In turn, we paid PE for the receipt of land use/occupancy rights over approximately 728 ha of land. The
payment by our Group for the land use/occupancy rights forms part of the aggregate payment of US$40
million to PE pursuant to the Deed of Payment.
As PE is not the party in the underlying land use/occupancy rights transfer agreements, PE will not be
the party liable for any claims made by the previous occupiers. As BEK is the party to the underlying
land use/occupancy rights transfer agreements, BEK is the party liable for any claims made by previous
occupiers of the land (assuming such claims are successful). In this regard, there are no past or current
hearings of occupiers affected by our acquisition of land use/occupancy rights.
The Legal Advisers to the Company on Indonesian Law has confirmed that (i) our Group has complied
with all applicable regulations in respect of the acquisition of the land use/occupancy rights; (ii) the heads
of the relevant districts confirmed that BEK is the legal and valid holder of the right to use/occupy over
the above-mentioned plots of land and such right to use/occupy is not subject to any encumbrances; and
(iii) our Group has not faced any competing claims from third parties in respect of the acquired land use/
occupancy rights in the BEK Concession Area.
The BEK Concession Area has a total area of approximately 4,570 ha, of which approximately 3,938 ha
comprises non-forestry land. The estimated coal reserves of approximately 12.5 million tonnes (as set out
in Table 2.2 of the ITR) are in respect of mining operational area of approximately 788 ha of non-forestry
land which will be used for actual mining and related activities (“Active Area”).
Formulation of the 6-year BEK Mine Plan was premised on the 4.2 million tonnes of proved reserves and
8.3 million tonnes of probable reserves estimates by the Independent Technical Expert, and took into
consideration the following:(a)

our Group has acquired land use/occupancy rights over approximately 734.5 ha of the
aforementioned mining operational area of approximately 788 ha as at the Latest Practicable Date.
Additional acquisitions of land/occupancy rights within the BEK Concession Area will be made on a
progressive basis;

(b)

the production capacity of our Group’s fleet of mining plant and equipment, both current and
planned for during the 6-year BEK Mine Plan; and

(c)

the estimated market demand and supply for coal.

Our Group has already acquired land use/occupancy rights over approximately 93.2% of the Active
Area of approximately 788 ha (in respect of which our Group is not required to obtain any permit for the
utilisation of forestry areas) which forms the basis for the 6-year BEK Mine Plan. Accordingly, our Group
is the holder of the land use/occupancy rights for the aforementioned mining operational area which we
have acquired. Our Group will acquire the remaining land use/occupancy rights in respect of the aforesaid
Active Area on a progressive basis in the third and fourth year of the BEK Mine Plan (2014 and 2015) (as
set out on Table 11.5 of the ITR). Our Directors have expressed confidence in this regard as our Group
has established good relationships with the local government, land owners and local communities in East
Kalimantan. Save for the above, our Group currently does not have any definitive plans to acquire rights
or title to the additional land within the BEK Concession Area in the next two (2) years.
Going forward, our Group does not intend to acquire rights or title to any forestry area in the BEK
Concession Area and hence does not need to obtain any permit for the utilisation of forestry areas. In this
regard, our Directors are of the view that this would not affect our Group’s expansion plans as the 6-year
BEK Mine Plan is premised on approximately 788 ha of Active Area, which does not involve any forestry
area.
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Mine Life
The life of a mine plan is separate and distinct from the concession period, the latter being a standard
period granted by the government regardless of the size of reserves in the concession. Further resource
development works such as drilling, boring and surveying to further evaluate and develop the coal
resources and/or reserves as well as obtain new geological data in the remaining non-forestry areas
in the BEK Concession Area can be undertaken, and the BEK Mine Plan may be extended beyond six
(6) years subject to the ascertainment of increased coal reserves and acquisition of further land use/
occupancy rights within the BEK Concession Area (where necessary).
Capital Expenditures, Operating and Production Cost Projections
The ITR also sets out the financial projections in accordance with the BEK Mine Plan, of which the key
aspects on capital expenditures, operating and production costs projections can be found in Tables 10.1
and 11.5, and are reproduced below.
Table 10.1
ANNUAL UNIT COSTS OF BEK PROJECT PRODUCTION
(US$/TONNE)
2012 Q1

2012
Q2-Q4

2013

2014

2015

2016

2017

Mining Costs

9.49

10.14

8.89

8.89

8.86

8.85

9.98

Coal Handling Costs

0.00

9.06

8.86

8.86

8.80

8.80

8.93

Cost Item

Other Operating Costs

5.51

5.51

5.66

5.66

5.66

5.66

5.66

Total Production Costs1

15.00

24.71

23.41

23.41

23.32

23.31

24.57

Total Production Costs2

9.30

24.10

22.13

22.27

22.08

22.08

23.07

1
2

Production costs including cost of ownership as described later in this report.
Production costs with depreciation deducted as shown in the income statement in the BCFM.
Table 11.5
LOM CAPITAL EXPENDITURES – BEK PROJECT
(US$ MILLIONS)

Year

Heavy
Equipment

Land

Building and
Infrastructure

Office
Equipment

Vehicles

Machinery

Total

2012

5.89

–

1.03

0.12

0.53

1.63

9.20

2013

12.57

–

–

–

0.90

0.40

13.87

2014

–

0.50

–

–

–

–

0.50

2015

19.48

0.50

–

–

–

–

19.98

2016

4.44

–

–

0.12

–

1.23

5.79

2017

0.11

–

–

–

–

–

0.11

Total

42.49

1.00

1.03

0.24

1.43

3.26

49.45

Regulatory Submissions and Payments
During the course of the BEK Mine Plan period, BEK will need to make various regulatory submissions
to the relevant authorities as a matter of compliance, which include, but not limited to, annual work and
budget plans, reclamation/post mining plans, quarterly activity reports, production and marketing reports,
and quarterly environmental management reports. BEK is also required to make payment of various taxes
and levies, including reclamation/post mining guarantees which can be in the form of time deposit, dead
rent (Luran Tetap) and royalties to the relevant authorities.
For a more detailed discussion of these estimates and information regarding our production plans for
the BEK Concession Area, see “Appendix G — Independent Technical Review of the Bumi Enggang
Khatulistiwa Coal Mine Project in East Kalimantan Province, Indonesia” of this Prospectus.
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INDEPENDENT VALUATION
For the purpose of establishing the value of BEK in connection with the transfer of the 100% equity
interest in BEK to SBJ, we have appointed an independent valuer, Jones Lang LaSalle Corporate
Appraisal & Advisory Limited (“JLLS”) to conduct an independent valuation of the 100% equity interest in
BEK. The Valuation Report has been prepared in accordance with the VALMIN Code. The valuation was
carried out on a Fair Market Value basis. Fair Market Value is defined as “the amount of money (or the
cash equivalent of some other consideration) determined by the expert in accordance with the provisions
of the VALMIN Code for which the mineral or petroleum asset or security should change hands on the
valuation date in an open and unrestricted market between a willing buyer and a willing seller in an “arm’s
length” transaction, with each party acting knowledgeably, prudently and without compulsion”.
Based on the results of JLLS’s investigations and analysis outlined in the Valuation Report, which has
taken into consideration the coal reserves estimates which were in respect of 788 ha of non-forestry area
(as set out in the ITR), JLLS is of the opinion that the Fair Market Value of the 100% equity interest in
BEK as at 31 December 2011 is in the range of US$95.0 million to US$135.0 million, with a preferred
value of US$114.0 million. For the purposes of the Valuation Report, preferred value is the value that is
assessed by JLLS to be the most likely value from within a range, after taking account of the risk and the
possible variation amongst the key valuation parameters.
Taking into account the JLLS valuation, it was mutually agreed between the Prima Group and our Group
that in consideration of (i) the receipt of BEK shares by SBJ; (ii) the procurement and fulfilment of and/
or facilitation of the transfers of certain land titles, rights and interests and licences to us; and (iii) the
provision of certain other services required for the facilitation of business operational readiness of BEK’s
coal production operations, our Group shall pay an aggregate fee of US$40.0 million to PE, a member
of the Prima Group. For avoidance of doubt, the BEK Fee is separate and distinct from the coal sale
royalties payable to Edy Gunawan and Laurensius (being the former shareholders of BEK).
Please refer to the Valuation Report in “Appendix H — Valuation Report Considering the Fair Market
Value of 100% Equity Interest in PT Bumi Enggang Khatulistiwa” of this Prospectus for further details.
PRODUCTION CAPACITY AND UTILISATION RATES
Our production capacity is determined by the output capabilities of our excavator fleet.
Our excavators’ production output is in turn affected by various factors, including, but not limited to:

technical specifications and capabilities of excavators;



scheduled servicing and maintenance time for excavators;



hardness and solidity of overburden material;



stripping ratio of mining projects;



geographical and topological structure of mine; and



weather conditions.
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The production capacity and utilisation rates for our Group during the financial periods under review are
set out below:Maximum excavating capacity
(’000 tonnes)(1)

Coal

Actual utilisation rate
(%)(2)

FY2009

FY2010

FY2011

FP2012

FY2009

FY2010

FY2011

FP2012

510

930

1,200

320

78.0

84.6

71.6

83.4

Notes:(1)

The maximum production capacities during the financial periods under review were calculated based on the aggregate
20-hours work shift per day, for 20 operating days per month respectively and actual average stripping ratio of mining projects
in relevant periods.

(2)

The utilisation rates were computed using actual volume of coal excavated, divided by maximum excavating capacities as
estimated above.

The decline in the utilisation rate in FY2011 was largely attributable to the scheduled servicing
undertaken for excavators acquired in earlier years.
COAL COOPERATION CONTRACTS
Since commencement of our business operations in 2008, we have, operating as mine operator,
undertaken coal production operations under coal cooperation contracts with mine owners (prior to our
cessation of such business operations). To date, our Group has successfully secured a total of eight coal
cooperation contracts and produced approximately 2.6 million tonnes of coal with calorific value ranging
from 3,500 kcal/kg (GAR) to in excess of 5,500 kcal/ kg (GAR). As at the Latest Practicable Date, we
have subsisting coal cooperation contracts which we continued to perform up to 30 September 2012, in
compliance with the New Mining Law. In this regard, the subsisting coal cooperation contracts (as at the
Latest Practicable Date) have been terminated on 30 September 2012. Please see the section entitled
“Regulations governing the Coal Mining Industry” of this Prospectus for further details of the New Mining
Law.
In performing our obligations under our coal cooperation contracts, we provided the required
infrastructure and mining equipment and vehicles, human resource, funding and performance of the
required mining operations, such as production planning and scheduling, land clearing and overburden
removal, coal excavation, crushing and transportation, land reclamation and rehabilitation as well as coal
sales. The exact scope and nature of services depended on the individual coal cooperation contracts. Our
coal cooperation contracts typically included the following provisions:•

scope of work to be carried out under the coal cooperation contract;

•

specifications of the concession area in which the coal production operations are to be carried out;

•

fees payable to the mine owner on a per tonne basis; and

•

tenure of the coal cooperation agreement.

In general, our coal cooperation contracts which were subsisting as at the Latest Practicable Date
required and/or granted us the authority to (i) provide the coal mining infrastructure, equipment and
personnel; (ii) manage and perform the coal production operations; (iii) transport the coal; (iv) market and
sell the coal produced from the coal mining sites under the coal cooperation contracts; and (v) receive
payment for such coal sales. We were also required to pay fees to the mine owner on a per metric tonne
of coal basis. We were not entitled to any payment from the mine owners for the performance of our
contractual obligations under the coal cooperation contracts. Instead, we derived our revenue under
these coal cooperation contracts from the sale of coal produced from the coal mining sites under the coal
cooperation contracts.
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Pursuant to the New Mining Law and upon expiry of the three-year adjustment period ending 30
September 2012, we (i) have terminated our subsisting coal cooperation contracts (as at the Latest
Practicable Date) on 30 September 2012; (ii) will not enter into any new coal cooperation contracts;
and (iii) will not carry on business operations as a mine operator under coal cooperation contracts. No
compensation was payable in respect of the aforementioned terminations.
MINE CONTRACTING SERVICES
In February 2012, our Group entered into a mine contracting services contract with Borneo pursuant to
which we have the exclusive rights to provide overburden removal and coal hauling services to Borneo
in accordance with the New Mining Law. Operations in relation to the Borneo Contract commenced in
September 2012 and shall be valid for as long as it is economically and technically feasible based on
the assessment of Borneo to carry out mining activities at the Borneo Mine. As at the Latest Practicable
Date, we have not derived any revenue from our Borneo Contract because operations only commenced
in September 2012.
In consideration of our provision of the overburden removal and coal hauling services, Borneo shall pay
to our Group fees on a per BCM basis for overburden removed and on a per metric tonne basis for coal
hauled. The Borneo Contract also requires both our Group and Borneo to jointly implement and monitor
safety, health and environmental management procedures in compliance with the relevant laws and
regulations, as well as reporting employee accidents to the relevant authority. Both Borneo and our Group
are prohibited from effectively transferring their obligations under the Borneo Contract to third parties
without the other party’s consent.
To the best of our Directors’ knowledge, it is not common for mining contractors to undertake a formal
verification of the coal mining concessions (i.e. involving the preparation of a JORC Code-compliant
report on the resources and reserves therein) which are the subject of their mine services contracts.
Our Directors wish to highlight that the Company has, nonetheless, undertaken drilling and boring on a
sampling basis to verify (albeit on a limited extent) the results of the exploratory activities undertaken by
Borneo which were made available to our Company.
Although we do not derive revenue from the sale of coal in respect of our mine contracting services,
such revenue being derived instead from the provision of the mine contracting services, our Directors
recognise that our Company is dependent on the availability of coal reserves and/or resources in the
concession areas which are the subject of our mine contracting services. Please refer to the “Risk Factors
– Risks Relating to our Industry and Business” section of this Prospectus for more details.
Our procurement of the Borneo Contract demonstrates that our Group is adept at adapting to changes
in the Indonesian coal mining industry and drawing upon its core competencies and experience in coal
mining to generate new revenue streams.
COAL SUPPLY
We generally enter into short term coal supply arrangements with our customers which are primarily coal
traders and export companies from Indonesia, Singapore and/or China. Our coal supply arrangements
generally range up to three months and are for a specified tonnage of coal. However, we may enter into
long term coal supply arrangements which are typically for a duration of 12 months or more, depending
on the volumes purchased, customer relationships and pricing arrangements.
We negotiate sale prices under our coal supply agreements by reference to the Indonesian Coal Index
as well as current domestic and international market prices. Our payment terms under the coal supply
arrangements usually require advance payments to be made.

128

BUSINESS
Our sales are generally made on a FOB barge or ex-stockpile basis. Going forward, we also intend to sell
our coal on a FOB mother vessel basis. Although our sales are typically made on a non-guaranteed coal
specifications basis, we generally allow our customers to take pre-delivery samples of the relevant coal
shipment for testing of specifications. Notwithstanding the aforementioned taking of samples, as the sales
are on a non-guaranteed coal specifications basis, our customers are not entitled to reject the delivery
or terminate the coal sales arrangements. From time to time, we may enter into coal sale arrangements
which require our coal to conform to certain specifications. In such event, if our coal does not conform to
certain specifications, our customers may, depending on the specific terms of the coal sale, be entitled to
price adjustments, reject deliveries or terminate the coal sale arrangements. As at the Latest Practicable
Date, we have not had instances where our coal deliveries were rejected or coal sale arrangements
terminated due to non-conformity to contracted specifications.
To allow us to manage and plan our coal production schedule, we require customers who purchase coal
on a FOB barge basis to provide us with a tentative delivery schedule upon entering into the coal supply
arrangements with us and a notice of delivery at least one (1) week prior to arrival of customers’ barges
for collection. Our coal supply arrangements usually allow us three (3) days for the loading of the coal
onto the barge. In the event we exceed the allowable loading period, we are required to pay demurrage
charges to the customers. During the financial periods under review, we have not paid any demurrage
charges to our customers. Customers who purchase our coal on an ex-stockpile basis will make their own
transport arrangements for collection. For delivery of our coal on FOB mother vessel basis, we will deliver
our coal to vessels as instructed by our customers. Our delivery will be carried out via barges which we
intend to charter from third parties.
As at the Latest Practicable Date, we have entered into a long term coal supply arrangement with PT
Commodities & Energy Resources. The aforementioned coal supply arrangement requires us to deliver
coal on an FOB mother vessel basis pursuant to a delivery schedule which shall be further determined.
The coal supply arrangement requires us to deliver coal of Indonesian origin, conforming to certain
specifications pertaining to gross calorific value, total moisture, inherent moisture, amongst others. In the
event our coal delivered does not conform to certain of the contracted specifications, the purchaser shall
be entitled to price adjustment or delivery rejection, depending on the variance of the specifications of
coal delivered from the contracted specifications.
SALES AND MARKETING
Our sales and marketing team is currently headed by Junanto. Our Group regularly participates in
international coal mining conferences to keep abreast with the latest developments in the coal mining
industry and to establish sales networks. During the financial periods under review, our coal sales
were primarily to coal traders and export companies either on a FOB barge or ex-stockpile basis. We
understand that the end buyers of our coal include those from the power plants, cement factories and
other industrial users in Indonesia, India, China, and/or South Korea.
Going forward, we intend to also sell our coal on a FOB mother vessel basis to increase our customer
base, including sales to end users. We plan to establish a trading arm in Singapore to provide us with
access to international coal marketing networks and information regarding global and regional trends
in coal production, supply, demand and pricing. This will also facilitate our intention to diversify our coal
sales market into the international arena.
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QUALITY AND SAFETY ASSURANCE
Worker Health and Safety Standards
We seek to minimise the risk of accidents, injuries and illness to our employees by improving health and
safety standards and closely monitoring our operations. We have a comprehensive safety management
system for the safe operation of our mines, which includes safety management plans, rules, codes of
practice, manuals and procedures with which our employees are required to comply. We also conduct
internal safety checks on a regular basis to ensure compliance from our staff. We have safety officers
stationed on-site at each of our mining sites to oversee the safety aspect of our coal production
operations. We believe our emphasis on worker health and safety is demonstrated by the relatively low
level of worker accidents at our mines. Based on our internal safety and health records to date, our staff
have not encountered any severe injuries nor fatalities since we commenced operations.
Environmental Matters
The Environmental Control Agency (Badan Lingkungan Hidup Daerah) (“BLHD”), the Government
agency responsible for implementing the Government’s environmental regulations and policies, and
local government agencies supervise our mining operations. BLHD coordinates its activities with various
Government agencies, including the Ministry of Energy and Mineral Resources.
We are committed to environmental management of the mines which we operate at. Pursuant to the
Government’s regulatory requirements, we have formulated comprehensive post-mining reclamation
and rehabilitation plans to manage the environment in which we carry out our mining operations. Our
strategies take into account the geological characteristics of our mining sites in order to better manage
the environment. Our land reclamation activities require the deposit of the overburden onto mined out
areas. Our rehabilitation activities require the spreading of topsoil over the surface of the overburden
deposited and the planting of native plants.
During the financial periods under review, we have not received any warnings and/or fines from the
regulatory authorities relating to environmental matters. We are also not aware of any complaints or
protests relating to environmental pollution against our Group.
To the best of our Directors’ knowledge, our Group is in compliance with all applicable environmental
regulations and requirements.
Environmental Auditing
We subject our mining operations to periodic internal and external environmental audits. Our internal
environmental team conducts internal audits, while BLHD conducts external environmental audits.
Corporate Social Responsibility
As our mining operations impact the communities around the mining sites, we are mindful of our
corporate social responsibilities (“CSR”). In this regard, we focus our CSR efforts on improving the
livelihood of these communities and protection of the environment around the mining sites.
A key CSR initiative includes the employment of a large local workforce amounting to more than 80% of
our total staff strength as at the Latest Practicable Date. We also actively engage, support and provide
employment for the local villages and regional community located near our mines. We hold regular
meetings with representatives of each village to discuss progress and implementation of our community
assistance programs (such as donations to mosques and upgrading of roads) as well as to address any
issues, concerns or complaints that may arise. We also support various local businesses by engaging
them as suppliers.
In addition, we have formulated comprehensive post-mining reclamation and rehabilitation plans to
manage the environment in which we carry out our mining operations. Our strategies take into account
the geological characteristics of our mining sites in order to better manage the environment and include
land reclamation activities such as the deposit of the overburden onto mined out areas and rehabilitation
activities such as the spreading of topsoil on the surface of the overburden deposited and the planting of
native plants to restore and enhance the environment.
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MAJOR CUSTOMERS
We sell our coal to coal traders and export companies from Indonesia, Singapore and China. The
following table sets out our customers which accounted for five per cent. (5%) or more of our Group’s
total revenue during the financial periods under review.
Name of
Customer

FY2009
(%)

PT Berdikari Inti Mandiri

FY2010
(%)

FY2011
(%)

FP2012
(%)

23.4

–

–

–

9.4

–

–

–

PT Royal Energy Resources(1)

17.2

–

–

–

PT Sarana Marine Perkasa

20.9

0.9

–

–

–

23.7

–

13.3

7.7

25.4

0.9

–

PT Oorja

–

18.5

36.3

6.2

Aempire Resource Limited

–

17.4

22.3

8.9

PT Commodities & Energy Resources

–

–

11.6

16.6

PT Natural Resources Trading International

–

–

12.2

–

CV Harum Cahaya Mandiri

–

–

–

21.1

PT Bara Abadi

–

–

–

10.9

PT Tanjung Bersinar Cemerlang

–

–

–

15.4

PT Sinar Deli Coal

PT Asia Pasifik Mining Resource
PT Gading Coal International

Note:(1)

Our Executive Officer, Junanto, holds a 20% shareholding interest in PT Royal Energy Resources. During the period from
January 2008 to December 2010, he was also a director of PT Royal Energy Resources.

The year-on-year variation in revenue contribution from our major customers generally reflects their
requirements for the different specifications of coal (such as calorific value) produced in the various
locations of our mining operations and their pricing expectations.
PT Berdikari Inti Mandiri and PT Sinar Deli Coal ceased to be our customers in FY2010 due to the
shifting of our mine operations from Banjar Regency, South Kalimantan as the coal produced in Kutai
Kartanegara and Paser Regencies and Samarinda City is generally of a higher calorific value than what
was required by them.
PT Royal Energy Resources discontinued its coal trading activities in FY2009 and therefore ceased to be
our customer. Please refer to the “Interested Person Transactions – Other Past Transactions” section of
this Prospectus for further details.
Our Group commenced sales to PT Sarana Marine Perkasa in FY2009. The decreased revenue derived
from PT Sarana Marine Perkasa from FY2009 to FY2010 was due to PT Sarana Marine Perkasa
discontinuing its coal trading activities.
Our Group commenced sales to PT Asia Pasifik Mining Resource in FY2010. There was no sales to PT
Asia Pasifik Mining Resource in FY2011 due to differences in pricing expectations.
Our Group commenced sales to PT Gading Coal International in FY2009. The increase in revenue from
FY2009 to FY2010 was due to higher demand from PT Gading Coal International. Our Group has since
FY2011, sold coal directly to PT Gading Coal International’s customer instead and this resulted in the
significant decrease in revenue derived from PT Gading Coal International in that year and none during
FP2012.
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Our Group commenced sales to PT Oorja in FY2010. The increase in revenue derived from PT Oorja in
FY2011 was due to higher demand from PT Oorja.
Our Group commenced sales to Aempire Resource Limited in FY2010. The increase in revenue derived
from Aempire Resource Limited in FY2011 was due to higher demand from Aempire Resource Limited.
PT Commodities & Energy Resources and PT Natural Resources Trading International are new
customers who commenced trading with our Group in FY2011. PT Natural Resources Trading
International is a subsidiary of PT Commodities & Energy Resources. Subsequent to FY2011, we entered
into contracts with only PT Commodities & Energy Resources, therefore no sales were derived from PT
Natural Resources Trading International during FP2012.
CV Harum Cahaya Mandiri, PT Bara Abadi and PT Tanjung Bersinar Cemerlang are new customers who
commenced trading with our Group in FP2012.
During the financial periods under review, save for coal sales to PT Bara Abadi in FP2012, coal sales
to all the other aforesaid major customers were generated from coal cooperation contracts which have
either ceased due to completion of coal production operations or have been terminated by 30 September
2012, in compliance with the New Mining Law. Some of these other existing major customers have
expressed interest to purchase coal from our BEK Mining Concession, subject to considerations which
include, inter alia, pricing, volume, delivery and other relevant terms. We have also entered into an
agreement to supply coal from our BEK Mining Concession to PT Commodities & Energy Resources on
a FOB mother vessel basis in FY2012 though we have yet to execute such supplies.
As at the Latest Practicable Date, none of our Directors, Executive Officers, Substantial Shareholders or
their respective Associates has any interest, direct or indirect, in any of the above customers, save for the
shareholding interest of Junanto (our Executive Officer) in PT Royal Energy Resources.
MAJOR SUPPLIERS
The following table sets out our suppliers which accounted for five per cent. (5%) or more of our Group’s
purchases (inclusive of purchases of heavy equipment) incurred during the financial periods under review.

Name of supplier

FY2009
(%)

FY2010
(%)

FY2011
(%)

FP2012
(%)

PT Trakindo Utama

25.7

24.3

17.3

6.2

PT United Tractors

–

27.7

11.7

–

Heavy equipment, trucks and spare parts

PT Intraco Penta

–

8.3

4.1

–

Heavy equipment and spare parts

10.3

–

–

–

Trucks

5.7

–

–

–

Fuel

–

8.8

20.1

14.3

Fuel

5.2

–

–

–

–

–

22.6

49.2

PT Mitra Profitamas
PT Global Arta Borneo
PT Petro Andalan
Nusantara
PT Gonaya Internasional
PT Sumber Anugerah
Prima

Type of purchases
Heavy equipment and spare parts

Port rental and coal loading services
Fuel

Aggregate purchases from PT Trakindo Utama, PT United Tractors and PT Intraco Penta had increased
in FY2010 due to purchases of heavy equipment in order to support our higher production capacity and
commencement of new projects. Expenditure on heavy equipment was lower in FY2011 compared with
FY2010, and aggregate purchases from these suppliers decreased in FY2011 and comprised mainly for
spare parts for the purposes of equipment maintenance.
Our Group purchased trucks from PT Mitra Profitamas in FY2009. In FY2010 and FY2011, we did not
purchase any trucks from PT Mitra Profitamas as we purchased trucks from PT United Tractors.
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Our Group purchased fuel from PT Global Arta Borneo in FY2009 for our operations in Banjar Regency.
Such purchases ceased in FY2010 due to the completion of our coal production operations in Banjar
Regency.
Our Group purchased fuel from PT Petro Andalan Nusantara in FY2010 for our operations in Samarinda.
The increase in our purchases from PT Petro Andalan Nusantara in FY2011 was in line with the
commencement of production at the concession area in Kutai Kartanegara Regency pursuant to our coal
cooperation contract with CV Harum Cahaya Mandiri in FY2011.
Our Group purchased port rental and coal loading services from PT Gonaya Internasional for our
operations in Banjar Regency. Such purchases ceased in FY2010 due to the completion of our coal
production operations in Banjar Regency.
Our Group commenced purchases of fuel from PT Sumber Anugerah Prima in FY2011 for our operations
in Kutai Kartanegara and Paser Regencies and Samarinda City as a result of its competitive fuel prices
offered by them. We increased our purchases from PT Sumber Anugerah Prima due to the competitive
prices offered by them.
As at the Latest Practicable Date, none of our Directors, Executive Officers, Substantial Shareholders or
their respective Associates has any interest, direct or indirect, in any of the above suppliers.
CREDIT MANAGEMENT
Credit terms to our customers
Our coal sales which constituted more than 95% of our total revenue during the financial periods under
review, are generally transacted on an advance payment basis. We may accommodate requests for
delays in payments on a case by case basis for customers who have an established track record with
us. For our mining and rental services, we may extend credit terms of up to thirty (30) days, depending
on our customers’ payment track record, their financial strength as well as the size of the transaction
or contract. As a result, our average trade receivables’ turnover days during the financial periods under
review were insignificant as follows:FY2009

FY2010

FY2011

FP2012

1

2

1

17

Average trade receivables’ turnover days(1)
Note:(1)

For FY2009, FY2010 and FY2011, the average trade receivables’ turnover days
= Average trade receivables (net of allowance for impairment on trade receivables)
Revenue

X 365 days

For FP2012, average trade receivables’ turnover days
= Average trade receivables (net of allowance for impairment on trade receivables)
Revenue

X 90 days

where average trade receivables (net of allowance for impairment on trade receivables)
= [opening trade receivables (net of allowance for impairment on trade receivables) balance] + [ending trade receivables (net
of allowance for impairment on trade receivables) balance] / 2.

In FP2012, our average trade receivables’ turnover days were longer mainly due to certain customers
which had requested for slight extensions in their payment periods. The receivable balances in relation to
the aforementioned payments have been fully collected.
Save for the above, during the financial periods under review, all outstanding trade receivables from third
parties were collected within the credit period extended. No provisions for bad debts were made.
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Credit terms from our suppliers
Purchasers from our heavy equipment suppliers are generally financed by hire purchase facilities with
tenures of up to three (3) years.
Payment terms granted by our other suppliers vary from supplier to supplier and are also dependent
on, amongst others, our relationship with the suppliers and the size of the transactions. Generally, our
suppliers grant us credit terms of up to thirty (30) days.
Our average trade payables’ turnover days during the financial periods under review were as follows:FY2009

FY2010

FY2011

FP2012

2

4

5

7

Average trade payables’ turnover days(1)
Note:(1)

For FY2009, FY2010 and FY2011, the average trade payables’ turnover days
= Average trade payables X 365 days
Cost of sales
For FP2012, average trade payables’ turnover days
= Average trade payables X 90 days
Cost of sales
where average trade payables = (opening trade payables balance + ending trade payables balance)/2

The increase in average trade payables’ turnover days from FY2009 to FP2012 was mainly due to
an increase in our purchases such as spare parts and other consumables, in line with our expanded
business operations from FY2009 to FP2012.
INVENTORY MANAGEMENT
Our inventories comprise coal and consumables (fuel and spare parts).
We review our inventory levels daily to ensure that we are able to continue to meet the needs of our
customers expeditiously. Our typical delivery cycle ranges from six (6) to ten (10) days.
Our production department performs a full inventory count on a monthly basis.
Our inventory turnover days during the financial periods under review were as follows:FY2009

FY2010

FY2011

FP2012

16

20

21

13

Inventory turnover days(1)
Note:(1)

For FY2009, FY2010 and FY2011, inventory turnover days
= Average inventory X 365 days
Cost of sales
For FP2012, inventory turnover days
= Average inventory X 90 days
Cost of sales
where average inventory = (opening inventory balance + ending inventory balance)/2
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The increase in inventory turnover days from FY2009 to FY2010 was primarily due to a higher ending
inventory balance in FY2010 as a result of our increase in coal production. The inventory turnover days
remained fairly stable in FY2011. The decrease in inventory turnover days from FY2011 to FP2012 was
due to the majority of the coal produced being subsequently sold, resulting in lower inventory balance.
During the financial periods under review, we did not have any instances of inventory obsolescence.
RESEARCH AND DEVELOPMENT
We do not conduct any research and development activities.
INTELLECTUAL PROPERTY
Save as disclosed in this Prospectus, we do not own or use any other patents, trademarks or intellectual
property on which our business or profitability is materially dependent. We have not paid or received any
royalties for any license or use of any intellectual property.
As at the Latest Practicable Date, we have applied for the registration of the following trademark:Trademark

Territory

Specification of goods/services

Trademark Number/
Reference

Application
Date

Singapore

Classes 4(1),35(2),36(3),37(4),39(5),40(6) and
42(7)

JC/LHN/osb/20111846
(15594)

9 November
2011

Indonesia

Class 37(8)

J00.2010.032243

1 September
2010

Indonesia

Classes 4(9), 35(10), 36(11), 37(12), 39(13),
40(14), 42(15)

D002012022798;
J002012022799;
J002012022787;
J002012022789;
J002012022796;
J002012022802;
J002012022801

15 May 2012

Notes:(1)

Class 4: coal; coal briquettes; coal dust; (fuel); coal naptha; low ash content coal; low sulphur coal; mineral coal; coal tar oil;
coal based fuels.

(2)

Class 35: advertising, business management, business administration; office functions, business data analysis services;
business statistical information services; business information research services; computer based business information
services; marketing services; import and export services, not being transport services; wholesaling services; retail of goods,
namely coal and coal related products, by any means; business management of trading systems relating to coal and coal
related products; price analysis services, namely preparation, quotation and provision of coal prices; preparation, collection,
ordering and systemisation of business information relating to coal and coal related products in a computer database; all
the aforesaid services also provided on-line from a computer database or via a global communications network; information,
advisory and consultancy services in relation to the aforesaid services; all included in Class 35.

(3)

Class 36: financial affairs, monetary affairs, investment management; finance services, security and finance analysis services;
financial and investment services, namely providing pricing, market and trading information for derivatives, financial products,
securities and commodities; financial services in the nature of auctioning of coal and coal related products; financial services,
namely in the provision of an electronic marketplace for the physical and financial commodities including coal and coal
related products; financial tendering of coal and coal related products; financial valuation services relating to coal and coal
related products; all the aforesaid services also provided on-line from a computer database or via the global communications
network; information, advisory and consultancy services in relation to the aforesaid services, all included in Class 36.

(4)

Class 37: building construction; repair; installation services; factory construction; machinery installation, maintenance and
repair; mining extraction, including of coal and minerals and coal related products; quarrying services; road paving; pipeline
construction and maintenance; advisory services relating to excavating; excavating; rental of excavating machines and
excavators; information; advisory and consultancy services in relation to the aforesaid services, all included in Class 37.
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(5)

Class 39: transport; packaging and storage of goods; travel arrangement; piloting of ships; towing of vessels; shipping port
services (berthing, mooring, cargo and container handling, storage and transportation); handling of goods; loading and
unloading of goods; import and export cargo handling services; electricity distribution; electricity supply services; delivery and
distribution of goods; including coal and coal related products; transport by pipeline; information, advisory and consultancy
services in relation to the aforesaid services, all included in Class 39.

(6)

Class 40: treatment (washing) of coal; information, advisory and consultancy services in relation to the aforesaid services; all
included in Class 40.

(7)

Class 42: scientific and technological services and research and design relating thereto; industrial analysis and research
services; design and development of computer hardware and software; laboratory analysis; laboratory research; laboratory
services; exploration services; environmental testing; analysis of geological samples; drilling (geological perspecting);
geological estimation and research; geological perspecting; geological surveys; analysis of geological samples; architecture,
industrial design; information, advisory and consultancy services in relation to the aforesaid services; all included in Class 42.

(8)

Class 37: to conduct business in relation with coal mining and other mineral.

(9)

Class 4: Coal; coal briquettes; coal dust (fuel); coal naphtha; low ash content coal; low sulphur coal; mineral coal; coal tar oil;
coal based fuels.

(10)

Class 35: business management of trading systems relating to coal and coal related products; price analysis services namely
preparation, quotation and provision of coal prices; preparation, collection, ordering and systemisation of business information
relating to coal and coal related products in a computer database; all the aforesaid services also provided on-line from a
computer database or via the global communications network; information, advisory and consultancy services in relation to
the aforesaid services; all included in Class 35.

(11)

Class 36: financial and investment services, namely, providing pricing, market and trading information for derivatives, financial
products, securities and commodities; financial services in the nature of auctioning of coal and coal related products; financial
services, namely provision of an electronic marketplace for physical and financial commodities including coal and coal
related products; financial tendering of coal and coal related products; financial valuation services relating to coal and coal
related products; all the aforesaid services also provided on-line from a computer database or via the global communications
network; information, advisory and consultancy services in relation to the aforesaid services; all included in Class 36.

(12)

Class 37: Building construction; repair; installation services; advisory services relating to excavating; excavating; rental of
excavating machines and excavators; information, advisory and consultancy services in relation to the aforesaid services; all
included in Class 37.

(13)

Class 39: Towing of vessels; shipping port services (berthing, mooring, cargo and container handling, storage and
transportation); loading and unloading of goods; import and export cargo handling services; delivery and distribution of goods,
including coal and coal related products; information, advisory and consultancy services in relation to the aforesaid services;
all included in Class 39.

(14)

Class 40: Treatment (washing) of coal; information, advisory and consultancy services in relation to the aforesaid services; all
included in Class 40.

(15)

Class 42: environmental testing; analysis of geological samples; drilling (geological prospecting); geological estimation and
research; geological prospecting; geological surveys; analysis of geological samples.

The trademark which we have submitted registration applications in both Singapore and Indonesia is
similar to a trademark which was previously registered by PT Libra Melati Investment as evidenced by
Trademark Certificate No. IDM000337569 dated 15 November 2011 issued by the Directorate General
of Intellectual Property Right, Ministry of Law and Human Rights of the Republic of Indonesia. PT Libra
Melati Investment and GEC have entered into an assignment agreement on 4 October 2011 whereby PT
Libra Melati Investment assigned this trademark to our Group. This assignment of trademark is pending
the registration of the Directorate General of Intellectual Property Right, Ministry of Law and Human
Rights of the Republic of Indonesia. If and when registered, the effect of such assignment is that PT Libra
Melati Investment would have divested of all its interest in the assigned trademark. No fee, commission,
consideration, interest or benefit-in-kind was paid to PT Libra Melati Investment as consideration for the
aforementioned assignment of trademark. Please refer to the “Interested Person Transactions – Past
Interested Person Transactions – Assignment of trademark from PT Libra Melati Investment” section of
this Prospectus for further details.
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STAFF TRAINING
We believe that the technical competence, product knowledge and execution skills of our staff are
instrumental in maintaining our competitive position. The objective of our staff training is to equip our staff
with the necessary skills and knowledge to ensure that they are able to fulfil their job requirements and to
enhance their work performance.
Training is planned typically, although ad-hoc training may be organised. Our senior staff as well as
external parties conduct in-house training for our staff, which includes orientation programmes for our
new staff to familiarise them the job requirements. Our staff is provided with basic training to equip them
with knowledge and skills, including such knowledge and skills regarding the operation of equipment
and vehicles, if applicable, pertaining to their job requirements. All our staff are provided with safety
briefings. In addition, new staff is required to understand the work procedures associated with their job
requirements, which are determined by the heads of departments upon evaluation and discussion with
the staff.
During the financial periods under review, our staff training costs were not material.
INSURANCE
For our office and other working premises, we have maintained insurance policies which cover such
premises for losses due to fire. As for staff and employees, we have taken up policies including group
hospitalisation insurance, social security insurance (Jaminan Sosial Tenaga Kerja), employment accident
benefits (Jaminan Kecelakaan Kerja), and death benefits (Jaminan Kematian). For our coal mining
operations, we have taken up policies such as motor equipment and mining equipment insurance.
Our Directors are of the view that our Group’s business and operations are sufficiently covered by the
current insurance policies taken up.
GOVERNMENT REGULATIONS
Our Group’s business activities located in Indonesia are subject to regulation by various laws, regulations
and governments’ agencies, such as the Kutai Barat Regency. These regulations require us to possess
various licenses or approvals from the central Government and/or the regional government to carry out
our coal mining and coal contracting activities. Permits have to be obtained for utilisation of forestry areas
only if mining operations are carried out within these forestry areas. As at the Latest Practicable Date, our
Group does not carry out any mining operations within forestry areas and hence does not need to obtain
permits for utilisation of forestry areas. Under the BEK Mine Plan, our Group does not intend to carry
out mining in forestry areas and hence will not need to acquire such permits. Please refer to the section
entitled “Regulations Governing the Indonesian Coal Mining Industry” of this Prospectus for a summary of
the relevant rules and regulations in Indonesia and the section entitled “Risk Factors — Risks Relating to
Indonesia” of this Prospectus for a discussion about uncertainty in the interpretation and implementation
of laws and regulations by the regional government in Indonesia.
Our material permits and licenses obtained as at the Latest Practicable Date are as follows:License/Permit/Approval

Description

Validity

BEK
Trade Business License (Surat Izin
Usaha Perdagangan) issued by the
Head of Integrated Services Agency
of Kutai Barat Regency

This is a general trading license
which is required for us to engage in
the mining business and deal with the
main trading goods.

From 16 December 2011 to 15
December 2016. It is required to be
extended once every 5 years.
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License/Permit/Approval

Description

Validity

Medium Trade Business License
(Surat Izin Usaha Perdagangan
Menengah) of Head Office issued
by the Head of Service Office of
Cooperative, Micro, Small and
Medium Enterprises and Trade of DKI
Jakarta Province

This is a general trading license of
BEK’s Head Office in DKI Jakarta
which is required for us to engage in
the mining business and deal with the
main trading goods.

From 8 August 2012 to 8 August
2017. It is required to be extended
once every 5 years.

Business Location Permit (Surat Izin
Tempat Usaha)

This license is required for our
business location to be registered.

From 16 December 2011. It is
required to be re-registered annually
and an application for extension or
renewal must be made once every 4
years.

Decree of the Head of Environmental
Agency of Kutai Barat Regency on
the ANDAL Reference Plan of Coal
Mining Activities in the area of 4,570
ha of BEK

This
permit
a p p r ove s
the
Environmental Impact Analysis
(“ANDAL”) reference plan in relation
to our coal feasibility.

Not applicable(1).

Decree of Kutai Barat Regent on the
ANDAL, RKL and RPL Environmental
Feasibility of Coal Mining Activities

This license grants us approval
on our ANDAL, Environmental
Management Plan (“RKL”) and
Environmental Monitoring Plan
(“RPL”) environmental feasibility of
the coal mining activities of BEK.
This means that these activities are
feasible to be examined from an
environmental aspect.

Not applicable(1).

Decree of the Regent of Kutai
Barat on the Approval of Production
Operation Mining Business License
(Izin Usaha Pertambangan Operasi
Produksi or “Production Operation
IUP”)

This license permits us to carry
out our coal mining operations
covering the construction, production,
transportation, sale as well as
processing and refinery in the
determined concession mining area,
subject to certain reporting and
payment obligations.

From 4 April 2011 to 4 April 2031
(extendable for up to two additional
ten-year tenures)

Decree of Minister of Transportation
on the Location Permit of Coal Mining
Special Terminal Located in Muara
Mujan Village, District of Tering, Kutai
Barat Regency, East Kalimantan
Province

This permit is concerning the location
stipulation for the coal mining special
terminal owned by BEK. BEK is
required to obtain this permit in order
to commence the work preparation
for the construction of the coal
special terminal and to submit the
application of Construction License
for the special terminal.

From 19 July 2012 and BEK is
required to commence the work
preparation for the special terminal
and start the application to obtain the
Construction License of the special
terminal within two (2) years from
the date of this Certificate (i.e. at the
latest by 18 July 2014)

This license is granted in connection
with the conversion of GEC from a
local company to a foreign investment
company engaged in business
management consultation services.

Not applicable(1).

GEC
Approval on the Change
Investment Status to become
investment company issued
Investment Coordinating
(“BKPM”)

of the
foreign
by the
Board
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License/Permit/Approval

Description

Validity

Trade Business License issued by
BKPM

This license is granted to GEC as
a foreign investment company to
engage in business management
consultation services.

From the commencement of business
activities of business management
consultancy in August 2012, and
will be valid for as long as GEC still
conducts its business activities.

Trade Business License (Surat Izin
Usaha Perdagangan)

This license is required for the
activities of MNP as a coal trader.

From 22 March 2011 to 22 March
2016. It is required to be renewed
once every 5 years.

Mining Service Business License (Izin
Usaha Jasa Pertambangan or “IUJP”)

This license is required for us
to carry out mine contracting
services covering (i) stripping,
overburden removal and loading; (ii)
excavation of mineral and coal;
and (iii) mineral or coal loading and
hauling.

From 10 November 2009 to 10
November 2012.

Operation Production Mining Business
License specifically for Coal Hauling
and Sale (Izin Usaha Pertambangan
Operasi Produksi Khusus untuk
Pengangkutan dan Penjualan
Batubara, or (“IUP-OP”)).

This license is required for us to
purchase coal mining commodities
from licensed operators and to haul
and sell the coal purchased.

From 27 June 2011 to 27 June 2014
and is extendable at the option of
MNP.

Approval on the Management of Jetty
For Own Purpose in the Working Area
and Interest Area of Samarinda Port,
to Support the Business Activities
(Persetujuan Pengelolaan Terminal
Untuk Kepentingan Sendiri di Dalam
Daerah Lingkungan Kerja dan Daerah
Lingkungan Kepentingan Pelabuhan
Samar inda, Guna Menunjang
Kegiatan Usaha)

This license is required for us to
operate and manage our special jetty.

As long as the jetty is still used to
support the core business activities of
MNP.

Medium Trade Business
L i c e n s e ( S u ra t I z i n U s a h a
Perdagangan Menengah or “Medium
SIUP”)

This license permits MRP to engage
in the business of exporting and
importing mechanical or electrical
equipment, their spare parts and
lease services of transportation
equipment.

From 12 April 2012 to 12 April 2017.
It is required to be renewed once
every 5 years.

Registration Cer tificate
Keterangan Terdaftar)

This registration certificate is required
by MRP to engage in non-core
mining services business, with the
type of business as the supplier of
heavy equipments, spare parts and
their maintenances within the mineral
and coal mining projects area.

From 9 November 2011 to 8
November 2014.

This license permits SBJ to engage
in distribution, expor ting and
importing of coal.

From 22 March 2011 to 22 March
2016. It is required to be renewed
once every 5 years.

MNP

MRP

(Surat

SBJ
Medium SIUP
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License/Permit/Approval

Description

Validity

IUJP

This license is required for us to
carry out mine contracting services
covering (i) stripping, overburden
removal and loading; (ii) excavation of
mineral and coal; (iii) mineral or coal
loading and hauling; and (iv) trucking
and barging.

From 19 April 2010 to 19 April 2013.

IUP-OP

This license is required for us to
purchase coal mining commodities
from licensed operators and to haul
and sell the coal purchased.

From 27 June 2011 to 27 June 2014,
and is extendable at the option of
SBJ.

Note:(1)

The Legal Advisers to the Company on Indonesian Law have confirmed that under the Indonesian regulatory regime, if the
specific license/permit/approval does not mention the validity period or the expiration date, it means such license/permit/
approval will be valid as long as the holder is still conducting its business activities in accordance with such license/permit/
approval and the applicable regulations.

BEK is currently in the process of applying for the necessary licences to construct and operate its own
jetty. To the best of our Directors’ belief, the application process is not expected to be unduly hindered. In
the event there are delays in the receipt of the licences, our Directors are of the view that there would not
be any material impact on the operations or the financial performance of our Group for FY2012 due to the
following reasons:

our Group is able to rent jetties and barge loading facilities which are within close proximity to
the BEK Concession Area, the nearest of which is approximately four kilometres from the BEK
Concession Area;



to the best of our Directors’ knowledge, not all mine owners operate their own jetties and barge
loading facilities. The renting of jetties and barge loading facilities by mine owners to support their
respective coal sale operations is fairly common;



the cost incurred for the rental of jetties and barge loading facilities is offset by savings from costs
which would be incurred due to the operation of self-owned jetties and barge loading facilities; and



our Group has, since commencement of coal production operations under our BEK Mining
Concession in February 2012, produced and sold approximately 320,000 tonnes of coal on an exstockpile basis (which do not require the use of jetties and barge loading facilities). Our Group does
not envisage difficulties in selling our expected coal produced under the BEK Mining Concession
for FY2012 on an ex-stockpile basis.

We may be subject to reporting requirements under some of our material licenses, such as our
Production Operations IUP. As of the Latest Practicable Date, we have complied with the relevant
reporting requirements as required.
We have not experienced any adverse effect on our business in complying with the government
regulations. As of the Latest Practicable Date, we have obtained all the licenses and permits in Indonesia
necessary for the conduct of our business operations.
As of the Latest Practicable Date, our Group’s Indonesian companies have obtained all requisite
licenses for their business and operations under their respective names and not through any contractual
agreement with a third party.
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COMPETITION
The Indonesian coal market is highly competitive. Our principal competitors include other Indonesian coal
producers, which are based both inside and outside of Kalimantan, Indonesia. We believe we are able
to compete against other Indonesian producers on the basis of several factors, including our established
reputation (notwithstanding our relatively short operating history since 2008) as a reliable supplier, the
characteristics and consistent quality of our coal, our competitive pricing and our relationships with
existing customers. A number of Indonesian coal producers have increased their production of coal in
recent years and have also announced plans to increase their production further. Our Group, in pricing
our coal, has been taking reference from the benchmark/reference price as principally stipulated under
the Minister of Energy and Mineral Resources Regulation No. 17 of 2010. Based on feedback from our
customers, we believe that our pricing is generally competitive. We are, however, not in the position to
ascertain the prices quoted by our competitors.
We are of the view that the following coal producers are our main competitors:1.

Sakari Resources Limited;

2.

PT Harum Energy Tbk;

3.

PT Adaro Energy Tbk;

4.

PT Bumi Resources Tbk; and

5.

PT Bayan Resources Tbk.

None of our Directors, Substantial Shareholders or any of their respective Associates has any interest,
direct or indirect, in any of our competitors.
For a discussion of the competitive risks we face in our coal mining operations, see “Risk Factors —
Risks Relating to our Industry and Business – We are subject to intense competition and may not be able
to compete successfully” section of this Prospectus.
COMPETITIVE STRENGTHS
Our Directors have identified several key factors that have and will continue to enable us to compete
effectively. We believe our competitive strengths are as follows:Knowledgeable and experienced management
Our key management and operations personnel have extensive knowledge and experience in the coal
mining, commodities marketing as well as resource infrastructure development industries. We believe that
the high level of experience and expertise of our key management and operations personnel will enable
our Group to operate more effectively in the businesses we are undertaking.
Extensible customer network and established reputation
Our Group has established a successful track record (notwithstanding our relatively short operating
history since 2008) as a reliable supplier in the Indonesian coal mining industry. In addition, we believe
that we have an established reputation based on the characteristics and consistent quality of our coal,
our competitive pricing and our continuing relationships with existing customers. We believe that the
extensible customer network which we have developed will continue to propel the growth of our business.
Comprehensive fleet of mining equipment
Our Group has a comprehensive fleet of mining equipment which includes excavators, bulldozers,
dump trucks and coal processing facilities; all of which we either own or hold on long term leases. This
allows us to manage our operating requirements and schedules better as we would not be subject to the
vagaries of the equipment supply market. We are also able to have tighter control over our costs as we
are able to better budget and plan with certainty.
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Since the commencement of our business operations in 2008, our Group has purchased mainly new
equipment. Our operational team comprises experienced operators as well as experienced service
and maintenance personnel. We also perform regular service and maintenance to keep our equipment
in good working condition. We are hence able to achieve high equipment usage efficiency, as well as
reduced costs with lower equipment downtime.
Cordial working relationship with regulatory authorities and local communities in Kalimantan
We have developed cordial working relationships with regulatory authorities and the local communities
in Kalimantan. Since the commencement of our operations, we have been working closely with the
regulatory authorities by providing regular reports to update them on the activities of our mining
operations. We actively engage, support and provide employment for the local villages and regional
community located near our mining areas. We hold regular meetings with representatives of each village
to discuss the progress and implementation of our community assistance programs (such as donations
to mosques and upgrading of roads) as well as to address any issues, concerns or complaints that arise.
We also support various local businesses by engaging them as suppliers and have plans to contribute
to the local community in Kutai Barat Regency. We currently have no concrete plans to construct social
amenities within the BEK Concession Area. However, as highlighted in the ITR, we plan to contribute
to the local community in Kutai Barat Regency by donating approximately US$1.3 million for the
development of a church and a school in Kutai Barat Regency from FY2014 to FY2016. We intend to fund
the aforementioned donations by the profit generated from our operations.
PROPERTIES AND FIXED ASSETS
A mining company is not obliged to hold any land title (such as right of ownership, right to build, right
to cultivate, right of use) in order to utilise land and conduct mining operations in the mining area. A
mining company relies on the authorised right to mine given by the Indonesian Government or regional
government under the mining license to conduct mining activities. Nonetheless, under Indonesian
Mining Law, a mining company has the obligation to conduct land acquisition/settlement in respect of
occupied area (i.e. land occupied by locals) that will be used for mining activities including construction of
mining facilities. Please see “Regulations Governing the Indonesian Coal Mining Industry” section of this
Prospectus for further details.
As at the Latest Practicable Date, our Group’s production operations in respect of the BEK Concession
Area will be carried out on approximately 734.5 ha of uncertificated land located in (i) Kelubaq and Muara
Mujan villages in the district of Tering; (ii) Gadur village of Mook Manaar Bulatn District; and (iii) Muara
Leban village, Long Iram District, Kutai Barat Regency, East Kalimantan, Indonesia, for which BEK holds
land use/occupancy rights. The land use/occupancy rights are perpetual subject only to compulsory
acquisition by the Indonesian Government based on the relevant laws, and the land which is the subject
of the land use/occupancy rights cannot be encumbered.
Holder of land use/
occupancy right(1)

Period of land use/
occupancy right

Encumbrances(2)

Location

Area (ha)

BEK

District of Tering,
Kutai Barat Regency,
East Kalimantan,
Indonesia

691.3

Perpetual but subject
only to compulsory
acquisition by the
Indonesian Government

Not applicable

BEK

District of Mook
Manaar Bulatn, Kutai
Barat Regency,
East Kalimantan,
Indonesia

42.1

Perpetual but subject
only to compulsory
acquisition by the
Indonesian Government

Not applicable
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Holder of land use/
occupancy right(1)
BEK

Location

Area (ha)

District of Long Iram,
Kutai Barat Regency,
East Kalimantan,
Indonesia

1.1

Period of land use/
occupancy right
Perpetual but subject
only to compulsory
acquisition by the
Indonesian Government

Encumbrances(2)
Not applicable

Notes:(1)

This ‘right to use/occupy’ land over which the land use/occupancy rights are granted is considered as uncertificated land
(local customary/adat land). There is no land certificate issued by the Indonesian land office for this type of land.

(2)

As an uncertificated land, this type of land cannot be encumbered under a mortgage.

In addition to the land use/occupancy rights set out above, our Group also owns the following property:Location

Use

Area (m2)

Tenure

Encumbrances

10 Anson Road
#20-16
International
Plaza
Singapore 079903

Office

219

99 years from
2 June 1970

Mortgaged
to Malayan
Banking Berhad,
Singapore

Owner
Geo Energy
Resources
Limited

As at the Latest Practicable Date, in addition to the leases of land set out in the section entitled
“Appendix J – Details of Our Land Leases” of this Prospectus, the details of the properties leased by our
Group are as follows:Location

Area (m2)

Lessor

Lessee

Erliani

BEK

Jl. H.A.M Riffadin
Perum Grand Sari
Blok B1/2 Sub district
of Harapan Baru,
Samarinda

208

Rippadin

BEK

Jl. Patimura, RT 29,
Melak Ulu District,
Kutai Barat Regency

Juli
Nanang
Herody

BEK

Edy
Ngatimar

Sarminem

Term of Lease
and Expiry Date

Annual rental/
Payment

Residential

1 year,
expiring 12
December
2012

IDR 43 million

240

Residential

2 years,
expiring 19
September
2013

IDR 70 million

Tering Seberang,
Tering District, Kutai
Barat Regency

240

Residential

1 year, expiring
27 September
2013

IDR 35 million

BEK

Jl.Margo Maluyo No.29
Desa Purworejo RT
005, District of Tering,
Kutai Barat Regency

156

Residential

1 year, expiring
18 November
2012

IDR 17 million

BEK

Purworejo Village No.
13, RT 002 , Tering
District, Kutai Barat
Regency

112

Residential

1 year, expiring
12 December
2012

IDR 12 million
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Location

Area (m2)

Lessor

Lessee

PT Pualam
Kencana
Gemilang

GEC

9th Floor Suite B of
Perwata Tower, Jalan
Pluit Selatan Raya
Kav.1, North Jakarta

240

PT Bukit
Teluk Mas

MNP

Loa Duri, Loa Janan
Sub District, Kutai
Kartanegara Regency

Lily Pertiwi
Kalalo

MNP

Fatkhur
Rohman

Term of Lease
and Expiry Date

Annual rental/
Payment

Office

2 years,
expiring 11
June
2013

US$48,384(1)

578,000

Stockpile,
crusher,
workshop,
road access
& trading
activities

10 years,
expiring 6
November
2019

IDR 7,500 –
IDR 20,000 per
metric tonne
of coal being
sold(2)

Jl. Rifaddin (Grand
Tamansari Blok B1
No. 10, Samarinda),
Harapan Baru,
Samarinda Seberang,
Samarinda

208

Residential

2 years,
expiring 5
November
2012

IDR 35 million

MNP

Jl. H.M. Rifaddin,
Perumahan Grand
Tamansari Samarinda
Blok A1/06, Village of
Harapan Baru, SubDistrict of Samarinda
Seberang

199

Residential

1 year,
expiring 22
November 2012

IDR 42.5
million

PT Pualam
Kencana
Gemilang

GEC

9th Floor Suite C, D &
E of Perwata Tower,
Jalan Pluit Selatan
Raya Kav.1, North
Jakarta

490.09

Office

1 year 10
months,
expiring 30
June 2014

US$69,002(3) –
US$77,219

Suhardi

MRP

Jln. H.A. MM. Rifaddin,
Komp. Grand Taman
Sari Blok B2 No. 02,
Samarinda

208

Residential

2 years,
expiring 17
February 2014

IDR 30 million

Theresia
Gunadi

SBJ

JI, H.M Riffadin, Village
of Harapan Baru,
District of Seberang,
Samarinda East
Kalimantan

205 &
206

Office

2 years,
expiring 1
August 2013

IDR 76 million

Ari
Wibowo,
acting on
behalf of
Mrs. Sri
Sumbawat

SBJ

Perumahan Grand
Tamansari, B2 No.1

228

Office

2 years,
expiring 1
August 2013

IDR 35 million

Notes:(1)

This excludes the service charge of IDR 129,600,000.

(2)

Rental is not computed on an annual basis.

(3)

This excludes the service charge of IDR 264,648,600.
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For some of the lease agreements entered into by SBJ in the past, there were certain discrepancies
relating to the execution of these lease agreements. Some lease agreements were not executed by the
registered owners of the land, certain payments were not made to the registered owners and some of
the registered owners are deceased. As a result, there may be causes of action challenging the validity
of the leases which require monetary compensation. For these leases with discrepancies, the respective
lessors have provided indemnities in favour of SBJ against any obligations arising from the discrepancies.
Additionally, Master Resources has also provided an indemnity in favour of SBJ against any claims,
actions and proceedings, losses, damages, penalties, liabilities, compensation or other awards or any
settlement suffered in relation to any causes of action arising from the execution of the lease agreements.
Please refer to the section entitled “Interested Person Transactions – Present and On-Going Interested
Person Transactions – Indemnity provided by Master Resources” of this Prospectus for further details of
the indemnity.
None of the lease agreements entered into by SBJ and existing as at the Latest Practicable Date are
affected by discrepancies relating to the execution of lease agreements. The Legal Advisers to the
Company on Indonesian Law has confirmed that as at the Latest Practicable Date, all existing lease
agreements were entered into by SBJ and the registered owners or representatives of registered owners.
Any past discrepancies in relation to the existing lease agreements have been ratified.
As at the Latest Practicable Date, the fixed assets of our Group, comprising leasehold property, a
temporary housing facility, heavy equipment, machineries, motor vehicles, equipment and furniture,
computer and software, mining property and construction-in-progress, have a net book value of
approximately US$77.6 million.
CERTAIN AGREEMENTS RELATING TO OUR COMPANY
The Promoters, through PT Libra Melati Investment and PT Geo Surya Energy, hold in aggregate 100%
shareholding interest in PE. PE was established in 2011 to undertake the business of coal concession
acquisitions and coal mining related exploration activities such as general surveys and feasibility studies
in the exploration stage of the coal mining value chain. The Prima Group does not engage in any coal
production operations or coal sale activities. PE is not part of our Group.
The Directors are of the view that the Prima Group should be segregated from our Group for the following
reasons:a)

The Prima Group and our Group have different business focus which lie in distinct stages of the
coal mining value chain – the Prima Group carries out its business activities only in the exploration
stage of the coal mining value chain for the purposes of ascertaining the availability of coal
resources and reserves in a concession area while our Group focuses on coal production and
sale within the production stage of the coal mining value chain. Accordingly, the risk profile of each
group is very different.
Both groups have different management and technical teams. There are no common staff between
the two groups. The operating equipment involved is also generally different. The Prima Group
owns mainly exploration equipment while our Group’s fleet comprises mainly trucks, excavators
and other heavy mining equipment which are used in coal production operations.

b)

The business activities of the Prima Group are envisaged to be more risky as compared to those of
our Group, as there is a significant possibility of failure at the exploration stage of the coal mining
value chain. Further, depending on the size and complexity of the mining concessions, exploration
work at the exploration stage may be protracted and this may result in significant actual and
opportunity costs due to the large capital outlay, resources and time required. The segregation
of the Prima Group would thus shield our Group from the risks and costs of such unsuccessful
exploration stage ventures.

c)

The business operations of our Group are assessed to be relatively stable and certain as it would
only acquire coal mines which have professionally certified resources and reserves, and have
obtained the necessary licenses for the commencement of coal production and sale activities.
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On 27 September 2012, the Promoters executed a Deed of Cooperation in favour of our Company. The
Deed of Cooperation shall take effect on the date our Company is admitted to the Official List of the
SGX-ST. Through the Deed of Cooperation (details of which are set out below), any potential conflict of
interests between the Prima Group and our Group would be materially mitigated. Furthermore, our Group
would be assured that it would be able to participate in any significant discovery that the Prima Group
would make in respect of its coal exploration ventures.
Deed of Cooperation
Pursuant to the Deed of Cooperation, each Promoter (i) granted our Company certain rights of first
offer, of first refusal and to match in respect of Qualifying Assets (as defined herein); and (ii) irrevocably,
unconditionally, jointly and severally undertook not to compete with our Group in relation to the Listco
Business (as defined herein).
Scope of Rights of First Offer, of First Refusal and to Match (“ROFOAR”)
The ROFOAR applies to the Qualifying Assets which each of the Promoters has power to sell, transfer
or otherwise dispose of, directly or indirectly (if the Qualifying Asset is held by a Promoter Entity, whether
individually or collectively, subject to any approval or consent of any third party, including the relevant
regulatory authorities.
Each of the Promoters has irrevocably, unconditionally, jointly and severally undertaken to procure their
respective Promoter Entities to adhere to the terms of the ROFOAR in relation to any Qualifying Asset.
If any of the Promoters or any of the Promoter Entities requires the approval or consent of any third party,
including the relevant regulatory authorities, the relevant Promoter will use his or procure the relevant
Promoter Entity to use its reasonable efforts to give our Company rights to acquire such Qualifying Asset
substantially similar to the rights set out in the ROFOAR.
“Qualifying Assets” means any interest whether equity or debt, held directly or indirectly and individually
or collectively by the Promoters or Promoter Entities in any company which holds a valid and subsisting
IUP, IUPK and/or KP, issued by the Indonesian Government, to engage in coal mining activities in
Indonesia.
The number of Qualifying Assets under the ROFOAR may change over time. The Qualifying Assets under
the ROFOAR may increase over time as the Promoter sets up and/or acquires additional companies
which fall within the scope of the Qualifying Assets. Conversely the number of Qualifying Assets falling
within the ROFOAR may be reduced over time if (i) the relevant licence is revoked and/or terminated
due to breaches of the relevant law and/or changes to the applicable law; or (ii) it is not or no longer
economical to carry on coal production operations such as construction, mining, processing and refining
activities as well as transportation and sales. As the rights under the ROFOAR are granted to our
Company, the determination of the economic viability of carrying on coal production operations is at our
discretion. To the best of our Directors knowledge, as at the Latest Practicable Date, the details of the
Qualifying Assets under the ROFOAR are as set out in the table below:Company

Resource

Concession Location
(Indonesia)

Concession
Area (approx)

Concession
Type (IUP)

PT Simpang Rupat
Sejahtera(1)

Coal

Kutai Barat Regency, East
Kalimantan Province

4,150 ha

Exploration

PT Griya Pat Petulai Asri(2)

Coal

Bengkulu Tengah, Bengkulu
Province

11,525 ha

Exploration

PT Citra Dayak Indah(3)

Coal

Kutai Barat Regency, East
Kalimantan Province

5,000 ha

Production
Operations

Notes:(1)

The shareholding interest in PT Simpang Rupat Sejahtera is held by PE (99.99%) and Benny Santoso (0.01%), who is a
director of PE.
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(2)

The shareholding interest in PT Griya Pat Petulai Asri is held by PE (99.8%) and Benny Santoso (0.2%), who is a director of
PE.

(3)

The shareholding interest in PT Citra Dayak Indah is held by PT Equator Energy Resources (99.6%) and Edy Gunawan,
one of the former shareholders of BEK (0.4%). The shareholders of PT Equator Energy Resources are PT Jumbo Energy
Resources (99.8%) and Edy Gunawan (0.2%). The shareholders of PT Jumbo Energy Resources are PE (75%) and Edy
Gunawan (25%). Edy Gunawan and Laurensius, the former shareholders of BEK, are not Associates of our Directors and
Controlling Shareholders. Save as disclosed in this section, Edy Gunawan and Laurensius are not directly or indirectly related
to our Company, Directors, Controlling Shareholders or their respective Associates.

The Promoters shall, on a quarterly basis, provide to the Company and the Audit Committee an updated
list of the existing Qualifying Assets (“QA List”).
The Audit Committee shall, on a quarterly basis and/or upon receipt of the QA List, enquire on the status
of the existing Qualifying Assets and determine if any of the Qualifying Assets should be removed from
the QA List.
Summary of Rights of First Offer
The ROFOAR provides our Company with a right of first offer in respect of Qualifying Assets.
Specifically:(a)

our Company may notify the relevant Promoter or Promoter Entity that it wishes to acquire a
Qualifying Asset held by the relevant Promoter or Promoter Entity, giving the terms at which it
wishes to acquire that Qualifying Asset;

(b)

following our Company’s aforesaid notification if the relevant Promoter or Promoter Entity notifies
our Company that he or it wishes to dispose of that Qualifying Asset, the relevant Promoter or
Promoter Entity shall negotiate in good faith, and exclusively for up to six months (or such other
period as the relevant Promoter or Promoter Entity and our Company may agree) from the date
the relevant Promoter or Promoter Entity first notified our Company of such intended disposal,
on the terms of such purchase. The purchase consideration for such purchase shall be based on
an independent valuation of the Qualifying Asset and priced at a discount which the parties may
agree. The valuation report shall be prepared by an independent expert appointed by our Company
(duly approved by our Audit Committee), and at the cost of the Promoter or Promoter Entity;

(c)

if the relevant Promoter or Promoter Entity does not so notify our Company that it wishes to
dispose of that Qualifying Asset or the parties do not reach an agreement on such purchase of
Qualifying Asset, the relevant Promoter or Promoter Entity shall not be entitled to solicit, negotiate
and/or accept any offer for the disposal of that Qualifying Asset to any third party for a period of
one year (or such other period as the relevant Promoter or Promoter Entity and our Company may
agree) commencing from the date our Company first notifies the relevant Promoter or Promoter
Entity that it wishes to acquire the relevant Qualifying Asset; and

(d)

our Company’s right of first offer, right of first refusal (as described below) and right to match (as
described below) in relation to the Qualifying Asset shall not be suspended but shall remain in full
force and effect during such period in which the relevant Promoter or Promoter Entity shall not be
entitled to solicit, negotiate and/or accept any offer for the disposal of that Qualifying Asset to any
third party.

Summary of Rights of First Refusal
Separately, the ROFOAR also provides that the each of the Promoters or Promoter Entities may not
dispose of, or solicit offers for the disposal of, a Qualifying Asset except as permitted under the ROFOAR.
Specifically:(a)

if the relevant Promoter or Promoter Entity wishes to dispose of a Qualifying Asset, he or it must
first offer that Qualifying Asset to our Company, giving the terms at which he or it wishes to dispose
of that Qualifying Asset;
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(b)

if our Company notifies the relevant Promoter or Promoter Entity within one month (or such other
period as the relevant Promoter or Promoter Entity and our Company may agree) from the date the
relevant Promoter or Promoter Entity first notified our Company that he or it wishes to dispose of
that Qualifying Asset, the relevant Promoter or Promoter Entity and our Company shall negotiate
in good faith, and exclusively for up six months (or such other period as the relevant Promoter or
Promoter Entity and our Company may agree) from the date of such notification, on the terms of
such purchase;

(c)

if our Company does not so notify the relevant Promoter or Promoter Entity that it wishes to
acquire that Qualifying Asset or the parties do not reach an agreement on such purchase, the
relevant Promoter or Promoter Entity shall be entitled to solicit offers for the disposal of that
Qualifying Asset to any third party on terms no less favourable than those offered to our Company;

(d)

if the terms offered by any third party are less favourable than those offered by our Company to the
relevant Promoter or Promoter Entity, our Company shall have the right to match such third party
offer; and

(e)

if the sale of the Qualifying Asset to a third party is not completed within six months (or such other
period as the relevant Promoter or Promoter Entity and our Company may agree) from the date of
acceptance of the third party offer by the relevant Promoter or Promoter Entity, our Company’s right
of first offer, right of first refusal and right to match in relation to the Qualifying Asset shall be fully
reinstated.

Summary of Right to Match
The ROFOAR also provides our Company with a right to match in respect of the Qualifying Asset. If at
any time and each time any of the Promoter or Promoter Entity receives an offer from a third party to
acquire a Qualifying Asset:(a)

the relevant Promoter or Promoter Entity shall not accept the third party offer before first giving a
written notice to our Company of the third party offer, stating the identity of the third party offeror
and the terms and conditions of the third party offer;

(b)

such notice shall constitute a binding and irrevocable offer from the relevant Promoter or Promoter
Entity to dispose of that Qualifying Asset to our Company on the terms and conditions set out in
the third party offer;

(c)

our Company shall have up to six months (or such other period as the relevant Promoter or
Promoter Entity and our Company may agree) from the date of such notice to accept such offer
and enter into a binding sale and purchase agreement for such disposal, failing which the relevant
Promoter or Promoter Entity shall be entitled to dispose of that Qualifying Asset to that third party
offeror pursuant to and on the terms and conditions set out in the third party offer; and

(d)

if the relevant Promoter or Promoter Entity fails to complete the disposal of that Qualifying Asset to
that third party offeror pursuant to and on the terms and conditions set out in the third party offer
within six months (or such other period as the relevant Promoter or Promoter Entity may agree)
from the date of acceptance of the third party offer by the relevant Promoter or Promoter Entity,
our Company’s right of first offer, right of first refusal and right to match in relation to that Qualifying
Asset shall be fully reinstated.

Other Provisions
The ROFOAR also provides for the following:(a)

each of the Promoters shall provide and shall procure the Promoter Entities to provide, on a
confidential basis, our Company with a summary of financial and operational information relating to
each Qualifying Asset every three months commencing from the date of the Deed of Cooperation.
Each of the Promoters shall also provide and shall procure the Promoter Entities to provide to our
Company such information as the Company may reasonably require for the purpose of conducting
its due diligence on a Qualifying Asset, which is the subject of a sale and purchase discussion;
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(b)

each and all of the Promoters shall abstain from exercising any voting right arising from and
exercisable in his capacity as a Director of our Company in respect of any proposed acquisition of
any Qualifying Asset; and

(c)

our Company may engage any such independent adviser as it may consider appropriate in respect
of any proposed acquisition of any Qualifying Asset to advise the independent directors.

Conditions
The sale of any Qualifying Asset by any Promoter or Promoter Entity to our Company will be conditional
upon the following:(a)

the satisfactory outcome of due diligence carried out by our Company into the financial, legal,
contractual, tax, business and prospects aspects of the Qualifying Asset;

(b)

the completion and delivery of the necessary technical and/or valuation reports, such technical
and/or valuation reports being prepared in accordance with a standard or code to be mutually
agreed between our Company and the relevant Promoter or Promoter Entity;

(c)

the approval of the Board of Directors and the Shareholders of our Company, if required;

(d)

unless waived by our Company in writing, all necessary requirements, approvals of governmental
or regulatory authorities and/or other third parties (including the SGX-ST), including but not limited
to (i) the award of PMA status to the Indonesian company holding the IUP and/or IUPK (as the
case may be), if necessary; (ii) the recommendations from relevant governmental or regulatory
authorities, if necessary; (iii) all statutory requirements under the Indonesian company regulations;
and (iv) the issue of the necessary approvals and/or licences for the commencement of coal
production operations at the concession areas under the IUP and/or IUPK, including but not limited
to the required environmental licenses;

(e)

all respective representations, undertakings and warranties of the relevant Promoter or Promoter
Entity and our Company under the relevant sale and purchase agreement being complied with and
being true, complete, accurate and correct in all material respects to the respective best knowledge
and belief of the relevant Promoter or Promoter Entity and our Company as at the date of the
relevant sale and purchase agreement and until the date of completion of the proposed sale and
purchase of the Qualifying Asset; and

(f)

any other conditions that our Company and the relevant Promoter or Promoter Entity may
agree, including but not limited to conditions related to the facilitation of the business and/or coal
production operational readiness of the Qualifying Asset.

Termination
The ROFOAR will terminate on the date:-

(i) the Promoters and their Associates cease to hold, in aggregate, at least 15% of the issued
shares in the capital of our Company; and (ii) the Promoters and their Associates cease to hold
any directorships in our Company; or

-

our Company ceases to be listed on the SGX-ST.

Non-Competition Undertaking
Each of the Promoters has, irrevocably, unconditionally jointly and severally, undertaken, inter alia, that for
so long as:(a)

each of them and/or each of their Associates is a Director of our Company and/or the Company’s
subsidiaries and/or associated company; or
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(b)

each of them and/or each of their Associates has shareholding interest (direct or indirect) of 15%
or more in our Company and in fact exercises control over our Company; or

(c)

the aggregate shareholding interest (direct or indirect) of each of them and/or each of their
Associates is 15% or more whether individually or collectively, in our Company and each of
them and/or their Associates, whether individually or collectively, in fact exercise control over our
Company,

each of them shall not and shall procure that each of their respective Associates shall not:(i)

directly or indirectly manage, join, control or participate or become interested in, whether as a
director, employee, agent, partner, shareholder (with shareholding interest of 5% or more, whether
individually or collectively) in or otherwise, any firm, company, partnership, organisation or entity
engaged or to be engaged in business or activity in Singapore and all other territories in the world
(“Territory”) which is the same as or competing with the existing businesses of our Company,
which for the purpose of this non-compete undertaking shall mean the carrying on of coal
production activities comprising production planning and scheduling, land clearing and overburden
removal, coal excavation, crushing and transportation, land reclamation and rehabilitation as well
as coal sales (collectively, the “Listco Business”); and

(ii)

either on his/its own account or jointly with or in conjunction with or on behalf of any person,
firm, company, organisation, partnership, solicit, interfere with or entice away or attempt to solicit,
interfere with or entice away from any of our Company and/or Group any person who is or was, an
officer, director, manager, employee, customer or supplier of any of our Company and/or the Group
(in relation to the Listco Business); and

each of them shall, in the event our Company (i) wishes to expand our scope of business from the
coal production stage of the coal mining value chain to include the exploration stage of the coal mining
value chain; and (ii) has obtained the necessary approvals of the SGX-ST and our Shareholders at
an extraordinary general meeting to be convened for such purpose (“Expansion EGM”), procure that
the business operations of the Prima Group be terminated within six (6) months from the date of the
Expansion EGM, subject always that the Promoters, collectively, control the Prima Group as at the
date of the Expansion EGM. For the avoidance of doubt, the Promoters shall not be entitled to carry
on business operations in the exploration stage of the coal mining value chain, post termination of the
business operations of the Prima Group, on their own account.
For this purpose, “control” means the capacity to dominate decision-making, directly or indirectly, in
relation to the financial and operating policies of a company.
For the purpose of monitoring the interests of the Promoters and their respective Associates, we will
maintain a register in which the various interests of the Promoters and their respective Associates shall
be recorded (“Promoter Interest Register”). We will require the Promoters to update the Promoter
Interest Register for any change in their interests and their Associate’s interests within five business
days of such change. Upon listing of our Company on the SGX-ST, the Promoter Interest Register shall
be maintained by our Chief Financial Officer and reviewed and approved by our Audit Committee on a
quarterly basis.
Nothing in each of the Promoter’s undertakings shall preclude or restrict the Promoters and/or their
Associates from becoming the registered or beneficial owner of any company where each of them
individually or collectively, holds an aggregate shareholding (direct or indirect) of less than 5% in the
relevant company with business in competition with the Listco Business provided that the Promoters
declare such investments in such company to our Audit Committee within five business days from the
date of acquisition of such investments. Upon disclosure of such investments to our Audit Committee, our
Audit Committee will review whether a conflict of interest exists based on the value of such investments,
the business of the company which was invested in and other factors as deemed appropriate by our
Audit Committee. In the event our Audit Committee decides that a conflict of interest exists in relation to
such investments, the Promoters shall and/or shall procure their relevant Associates to dispose of such
investments within a reasonable time to be agreed in consultation with our Audit Committee.
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Technical Services Agreement
On 27 September 2012, our Company entered into a technical
“Technical Services Agreement”), pursuant to which our Company
business development, technical and advisory services in relation to
Group for such purpose as may be required by the Prima Group from

services agreement with PE (the
shall provide general management,
the business activities of the Prima
time to time (the “Services”).

Our Company shall assign the persons below (the “Assigned Persons”) to provide the Services, such
assignment subject always to the work requirements that our Company may require of them in their
capacities as directors and executive officers of our Company.
Our Company shall have the right to substitute the Assigned Persons with other directors, executive
officers and/or other employees of our Company (collectively, the “Substitutes”), such right exercisable
by our Company in its sole discretion and without the need for prior consent by the Prima Group.
The Assigned Persons are:-

Charles Antonny Melati; and

-

Dhamma Surya.

Limitation on the time incurred in the provision of the Services
The time incurred in the provision of the Services at the premises of the Prima Group by the Assigned
Persons and Substitutes shall not, in aggregate, exceed 45 business days per annum.
While both our Company and PE have different management and technical teams, the provision of
the Services by the Assigned Persons, subject to a maximum of 45 business days per annum, is
beneficial to our Company as PE represents a potential source of coal mine acquisition targets for our
Group and accordingly input by the Assigned Persons would help ensure that any future acquisition
targets proceeded upon by our Group would have, at an early stage, taken into account our Group’s
requirements.
Charges
In consideration of and subject to the provision of the Services, the Prima Group shall pay to our
Company an annual fee of US$80,000 per annum (the “Annual Fee”).
The Annual Fee was arrived at based on arm’s length discussion between our Group and the Prima
Group, taking into account, inter alia, the extent of work and time to be spent by the Assigned Persons.
The Annual Fee shall be subject to an annual review by the Company in consultation with our Audit
Committee and may be varied by the Company by notification in writing to PE, subject to the compliance
by the Company with Singapore laws and the listing rules of the SGX-ST.
Effective Date
The Technical Services Agreement shall take effect on the date our Company is admitted to the Official
List of the SGX-ST.
Termination
The Technical Services Agreement shall terminate on the date:(i)

the Promoters and their Associates cease to hold, in aggregate, at least 15% of the issued
shares in the capital of our Company and the Promoters and their Associates cease to hold any
directorships in our Company; or

(ii)

our Company ceases to be listed on the SGX-ST.
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BACKGROUND OF THE INDONESIAN COAL INDUSTRY(1)
Indonesian coal is predominantly sub-bituminous coal, with majority of resources located in Sumatra and
Kalimantan. It is estimated that Indonesia has 104 billion tonnes of coal and approximately 32% of which
is located in East Kalimantan, where the Group’s current operations are located. From a calorific value
perspective, approximately 66.4% of Indonesia’s coal resources are estimated to be medium ranked coal
(with calorific values in range of 5,100 – 6,100 kcal/kg (ADB)) (or approximately 3,000 - 5,500 kcal/kg
(GAR) based on our Management’s estimate).
Coal production in Indonesia increased from approximately 325 million tonnes in 2010 to approximately
335 million to 350 million tonnes in 2011. Export of coal from Indonesia amounted approximately 270
million to 285 million tonnes in 2011, whilst domestic sales in 2011 accounted for approximately 63
million to 69 million tonnes.
It is estimated that coal exports from Indonesia grew at about 155% per year between 1996 and 2010.
China, India, South Korea and Japan were the main countries of destination of Indonesia export coal,
taking up about 72% of Indonesian coal production.
PROSPECTS
As our mining operations and coal sale activities are located in Indonesia, our growth prospects are
linked to the developments in the Indonesian coal market. Accordingly, given the continuing growth trend
in the Indonesian coal market, our Directors believe our Company will be able to ride on this trend and
continue to enjoy growth in the coming years.
According to the Indonesian Coal Mining Association, annual Indonesian coal production is expected to
reach 560 million tonnes by 2025 from 325 million tonnes in 2010(1).
Indonesia’s two main export markets are China and India which accounted for approximately 137 million
tonnes and 90 million tonnes of Indonesia’s coal exports respectively in 2011(2).
Despite concerns about the global slowdown, global coal demand is expected to remain strong, primarily
from China, in the medium to long term. This can be seen from coal imports by China being reported at
24.27 million tonnes in July 2012, a 14.2% increase from a year ago in July 2011. Furthermore, China
imported a total of 164.12 million tonnes of coal from January to July of 2012, a 55% increase year on
year(3).
Domestic coal demand is expected to grow. Estimates by the Indonesian Coal Mining Association reflect
that domestic coal sales in Indonesia are expected to grow from 60 million tonnes in 2010 to 300 million
tonnes in 2025(1).
The confidence in the Indonesian coal market is underpinned by Indonesia’s position as the largest coal
exporter in the world in 2011(4) and Indonesia’s key export markets, China and India, expecting to account
for 67% and 33% of global coal growth to 2030(5).
Such growth drivers augur well for our Group which has the necessary experience and capabilities to tap
on these growth opportunities.
Notes:(1)

Source: Indonesia Coal Mining Outlook, presented by Bob Kamandanu, Chairman of Indonesian Coal Mining Association
at IEA Workshop, Beijing, 14 April 2011. The Indonesian Coal Mining Association has not consented to the inclusion of the
above information in this Prospectus for the purposes of Section 249 of the Securities and Futures Act and is therefore
not liable for the relevant information under Section 253 and 254 of the Securities and Futures Act. While our Directors
have taken reasonable action to ensure that the information is extracted accurately and fairly and has been included in this
Prospectus in its proper form and context, they have not independently verified the accuracy of the relevant information.

(2)

Source: Coal Asia (Dec 2011 – Jan 2012 Issue): “Exciting Coal Outlook for 2012”. Coal Asia has not consented to the
inclusion of the above information in this Prospectus for the purposes of Section 249 of the Securities and Futures Act and
is therefore not liable for the relevant information under Section 253 and 254 of the Securities and Futures Act. While our
Directors have taken reasonable action to ensure that the information is extracted accurately and fairly and has been included
in this Prospectus in its proper form and context, they have not independently verified the accuracy of the relevant information.
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(3)

Source: The information was extracted from the General Administration of Customs of the People’s Republic of China’s
website www.customs.gov.cn on 12 August 2012. The General Administration of Customs of the People’s Republic of
China has not consented to the inclusion of the above information in this Prospectus for the purposes of Section 249 of the
Securities and Futures Act and is therefore not liable for the relevant information under Section 253 and 254 of the Securities
and Futures Act. While our Directors have taken reasonable action to ensure that the information is extracted accurately
and fairly and has been included in this Prospectus in its proper form and context, they have not independently verified the
accuracy of the relevant information.

(4)

Source: The information was extracted from Coal Facts 2012 issued by the World Coal Association and dated August 2012.
World Coal Association has not consented to the inclusion of the above information in this Prospectus for the purposes
of Section 249 of the Securities and Futures Act and is therefore not liable for the relevant information under Section 253
and 254 of the Securities and Futures Act. While our Directors have taken reasonable action to ensure that the information
is extracted accurately and fairly and has been included in this Prospectus in its proper form and context, they have not
independently verified the accuracy of the relevant information.

(5)

Source: The information was extracted from the “Energy Outlook 2030” booklet issued by BP, dated January 2012 which
was made available to the public. BP has not consented to the inclusion of the above information in this Prospectus for
the purposes of Section 249 of the Securities and Futures Act and is therefore not liable for the relevant information under
Section 253 and 254 of the Securities and Futures Act. While our Directors have taken reasonable action to ensure that the
information is extracted accurately and fairly and has been included in this Prospectus in its proper form and context, they
have not independently verified the accuracy of the relevant information.

TREND INFORMATION
Based on the revenue and operations of our Group as at the Latest Practicable Date, our Directors
observed the following trends for FY2012:(1)

Coal prices have been weak in 1H2012 but appear to be finding support as the Indonesian Coal
reference price rebounded in September 2012 with a gain of US$1.56 per tonne month on month
to US$86.21(1). As at the Latest Practicable Date, we do not have any long term sales contracts
pursuant to which we are bound by any price commitment, save for a one-year coal sales
agreement secured in 2012 which has stipulated a fixed sales price.

(2)

We expect our sales volume to increase, in line with our planned increase in production capacity.

(3)

We expect our key operating costs mainly in relation to fuel and labour to increase generally in line
with the inflation rate in Indonesia. The Indonesia Consumer Price Index stood at 4.60% in July
2012(2).

Notes:(1)

Source: The information was extracted from the website www.coalspot.com on 12 September 2012. Coalspot.com has not
consented to the inclusion of the above information in this Prospectus for the purposes of Section 249 of the Securities and
Futures Act and is therefore not liable for the relevant information under Section 253 and 254 of the Securities and Futures
Act. While our Directors have taken reasonable action to ensure that the information is extracted accurately and fairly and
has been included in this Prospectus in its proper form and context, they have not independently verified the accuracy of the
relevant information.

(2)

Source: The information was extracted from the website www.tradingeconomics.com/inflation/inflation-cpi on 12 September
2012. Tradingeconomics.com has not consented to the inclusion of the above information in this Prospectus for the purposes
of Section 249 of the Securities and Futures Act and is therefore not liable for the relevant information under Section 253
and 254 of the Securities and Futures Act. While our Directors have taken reasonable action to ensure that the information
is extracted accurately and fairly and has been included in this Prospectus in its proper form and context, they have not
independently verified the accuracy of the relevant information.

Save as disclosed above in the “Risk Factors”, “Management Discussion and Analysis of the Results
of Operations and Financial Position” and “Prospects, Business Strategies and Future Plans” sections
of this Prospectus, and barring any unforeseen circumstances, our Directors believe that there are no
other significant recent known trends in the prices and costs of our products and services, or any known
uncertainties, demands, commitments or events that are reasonably likely to have a material effect on
our revenue, profitability, liquidity and capital resources. They are also not aware of any such trends that
would cause the financial information disclosed in this Prospectus to be not necessarily indicative of our
future operating results or financial condition. Please also refer to the section entitled “Cautionary Notes
Regarding Forward–Looking Statements” of this Prospectus for more information.
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ORDER BOOK
As at the Latest Practicable Date, our Group had outstanding orders amounting to approximately
US$28.8 million. All of our outstanding orders are expected to be fulfilled by the end of FY2013.
BUSINESS STRATEGIES AND FUTURE PLANS
Our business strategy and future plans entail the following:–
Acquisition of additional mining equipment and machinery
We intend to acquire additional heavy duty and large capacity mining equipment and machinery, including
heavy duty excavators, dumptrucks and bulldozers. A larger and enhanced fleet of mining equipment and
machinery would facilitate the intended increase in production capacity of our mining operations at the
BEK Concession Area as well as to better support the operations of our new Borneo Contract. It would
also give us the flexibility to better allocate our resources to any new mining contracts and/or new Mining
Concessions which we are able to secure in the near future.
We intend to utilise approximately US$25.0 million of our net proceeds from the Invitation towards the
acquisition of additional mining equipment and machinery.
Construction of jetty and barge loading facilities
We intend to further improve our operational and cost efficiencies by undertaking initiatives to improve
our transportation and logistics infrastructure.
We intend to construct our own jetty and barge loading facilities (with loading capacity of 1,000 tonnes
per hour) to better support our mining operations at the BEK Concession Area. We are currently in the
process of applying for our jetty license and establishing our construction plans.
As part of the application process for our jetty licence, we have submitted our application for the
construction license and expect to obtain the approval by end October 2012 (assuming that there
are no undue delays in the application process). Construction will commence as soon as practicable
thereafter. The expected duration of construction is two to three months from the time of commencement
of construction.
We intend to utilise approximately US$2.0 million of our net proceeds from the Invitation towards our
aforesaid business expansion plans.
Business expansion including acquisitions, joint ventures and/or strategic alliances
We are constantly on the lookout for business expansion opportunities which may include acquisitions,
joint ventures and/or strategic alliances to expand our business operations and increase our coal
production levels.
In this regard, the Promoters have executed a Deed of Cooperation in favour of our Company, pursuant to
which the Promoters granted our Company certain rights of first offer, first refusal and to match in respect
of Qualifying Assets. Please see the “Business – Certain Agreements relating to our Company” section
of this Prospectus for further details. This provides us with a potential pipeline of production operations
ready Mining Concessions. We are committed to exercising our rights in respect of suitable companies,
subject to agreement on terms of acquisition between our Company and the Promoters (or relevant
Promoter) and regulatory approvals from the Indonesian Government and the relevant authorities.
With our established local network access within the Indonesian coal mining community, we also intend
to source for suitable acquisitions or enter into suitable coal mining arrangements with other third party
sources in order to gain access to new concession areas.
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We intend to utilise approximately US$10.0 million of our net proceeds from the Invitation towards our
aforesaid business expansion plans.
Broadening customer base and establishing direct client sale channels
We intend to expand our network of customers and establish direct client sales channels, in particular
targeting direct end-users. We plan to establish a trading arm in Singapore and leverage it to reach out to
the critical mass of international coal trading companies based in Singapore.
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Investment Law
On April 26, 2007, the President of the Republic of Indonesia signed the new Law No. 25 of 2007
regarding Investments (Penanaman Modal) (the “Investment Law”). The Investment Law replaces the
Law No. 1 of 1967 as amended by Law No. 11 of 1970 regarding Foreign Investments and the Law No. 6
of 1968 as amended by Law No. 12 of 1970 concerning Domestic Investments.
Most prominently, the Investment Law provides for equal treatment between domestic and foreign
investment, although different entry conditions remain in place through a system of maximum foreign
participation percentages in many investment sectors. Investment assurances such as the right to appoint
foreign management, the prohibition to effect nationalisation without indemnification (now against market
value) and the submission of disputes to the International Centre for Settlement of Investment Disputes
(ICSID) arbitration have been retained. The same goes for repatriation rights. However, repatriation may
now be suspended by a court for as long as the investor has not fulfilled its responsibilities under the Law.
The Investment Law provides that existing approvals remain in effect until their validity period expires, and
that implementing regulations under the preceding laws remain in place to the extent not contradicting the
Investment Law.
The government from time to time determines the negative list of investment. Negative list of investment
is a list of the lines of business that are closed to investment as well as those that are open to investment
under certain conditions. The lines of business that are open under certain conditions are categorised
into:


the lines of business that are reserved for micro, small, medium enterprises and cooperatives;



the lines of business for which a partnership is required (kemitraan);



the lines of business for which certain shareholding arrangements are required (i.e. maximum
foreign shareholding);



the lines of business that may be conducted only in certain locations; and



the lines of business for which a special license is required.

The Investment Law has been or will be followed up by several implementing regulations, including a
general investment policy, the negative list of investment and the criteria for foreign share ownership
restriction, mandatory partnership with national small scale businesses, regional authority over
investment, special economic zones and investment procedures, including the one door integrated
service.
Foreign Investment
Foreign investment is defined by the Investment Law as an investing activity to do business in Indonesia
that is carried out by a foreign investor both by use of all of foreign capital and by engagement in a joint
venture with a domestic investor. Foreign investor means a foreign national, a foreign business entity,
and/or a foreign government that makes an investment in Indonesia.
The Investment Law makes differentiation between domestic and foreign investments on the form of
business entity for investment.
Domestic investments may be made in the form of a business entity, in the form of a legal entity, nonlegal entity or sole proprietorship, on the other hand, Foreign investments must be in the form of limited
liability company under Indonesian law, and domiciled within Indonesia, unless provided otherwise by
law. The establishment of the limited liability company to accommodate the foreign investment which
is commonly known as PMA Company shall obtain a license from the Investment Coordinating Board
(“BKPM”). In essence, BKPM shall approve the foreign investment plan and the line of business that will
be conducted by a PMA Company. The approval issued by the BKPM would normally provide that in the
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event of no implementation of the approved investment within a certain period, the approval issued will be
void. In practice, however, the BKPM requires the investor to submit an application for revocation of the
investment license/approval issued by the BKPM, for administrative purpose.
As an additional information, upon the enactment of the Investment Law, the Government did not
revoke the Government Regulation regarding the Share Ownership in Companies Established within
the Framework of Foreign Investment which were issued prior to the enactment of the Investment Law,
namely Government Regulation No. 20 of 1994 as amended by Government Regulation No. 83 of 2001
(“GR 20/1994”). Therefore, to date the provisions of GR 20/1994 are still valid. Neither of the Investment
Law and GR 20/1994 (i) contains any clear provision requiring the conversion of the subsidiaries and/
or sub-subsidiaries of PMAs into PMAs; nor (ii) provides for sanctions against non-conversion of such
subsidiaries and sub-subsidiaries as well as timelines for such conversions. There are also (i) no
enforcement mechanisms or bodies in Indonesia equipped with enforcement powers for the purpose of
enforcing the conversion of companies (including subsidiaries and sub-subsidiaries) into PMAs; and (ii)
no guidelines and/or implementing regulations issued by the Indonesian Government providing further
clarity and guidance on the application, interpretation, scope and extent of these laws.
The Legal Advisers to the Company on Indonesian Law, is of the view that GEC and its subsidiaries and
sub-subsidiaries are in compliance with the relevant regulations. However if any government authority,
including the BKPM, introduces any new laws and regulations expressly requiring the conversion
of subsidiaries and sub-subsidiaries of PMA Company to become PMA Companies in the future, the
subsidiaries and sub-subsidiaries of GEC must comply with such requirement accordingly.
Shares Transfer and Acquisition
Based on the Law No. 40 of 2007 regarding Limited Liability Company (“Company Law”), transfer
of shares is conducted by the execution of deed of sale and purchase of shares between the vendor
and the purchaser. The articles of association of a company may provide pre-emptive rights to the
shareholder of the company. The transfer of shares in a company must be approved by the general
meeting of shareholders. Further, the transfer of shares must be notified to the Minister of Law and
Human Rights.
Any transfer of shares which caused the change of control in a company is constituted as an acquisition.
Pursuant to the Company Law, the Board of Directors of the target company must announce an abridged
acquisition plan in at least one (1) Newspaper and announce in writing to the employees of the target
company within thirty (30) days prior to the call for a general meeting of shareholders.
Further, the elucidation for the above requirements stipulates that such announcement is made to
give an opportunity for the interested parties to be aware of the plan, and to file an objection if they
feel aggrieved. However, further paragraphs in the Company Law only specifically mention that the
creditor may submit an objection to the company within fourteen (14) days upon the above acquisition
announcement. Further, the creditor that fails to file an objection within the prescribed period shall be
deemed to have approved the acquisition.
The Company Law does make mention of third parties challenging the acquisition (and the corresponding
transfer of shares). However, in light of the fact that the Company Law only provides for procedures for
announcements to be made to employees and creditors, and specific procedures for only creditors to
make objections within the prescribed period, the Legal Advisers to the Company on Indonesian Law is
of the view that third parties who are entitled to challenge should only be restricted to employees and
creditors who suffered detriment as a result of the lack of announcement.
The Company Law is silent on the sanctions, if any, in event there is a lack of newspaper announcements
on the acquisition, prior to the completion of the acquisition. The Company Law also does not provide
any procedure to ratify the lack of newspaper announcements. In this regard, the Legal Advisers to the
Company on Indonesian Law noted that the Company Law does not state that the lack of newspaper
announcements invalidates the acquisition (and the corresponding transfer of shares). Accordingly,
the Legal Advisers to the Company on Indonesian Law is of the view that the lack of the necessary
announcements do not automatically invalidate the acquisition (and the corresponding transfers of
shares).
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However, the absence of newspaper announcement will give the opportunity to any interested third party
to challenge the validity and obtaining a Court Order to declare the transfer null and void on the basis
that certain formality as required by the Company Law has not entirely been fulfilled. As mentioned
above, due to the provision of procedures for announcements only to employees and creditors, the Legal
Advisers to the Company on Indonesian Law is of the view that interested third parties are restricted to
employees and creditors.
Any challenges to the validity of the acquisition and corresponding transfers of shares have to be based
on valid causes of actions and have sufficiently strong legal basis for the Indonesian Courts to pass
an order invalidating the acquisition and corresponding transfers of shares. The Legal Advisers to the
Company on Indonesian Law is of the view that the party initiating the challenge against the acquisition
must also show that he, the challenging party, has suffered detriment as a result of the lack of
announcements. In other words, frivolous claims are unlikely to have sufficient grounds for a successful
invalidation of the acquisition and corresponding transfer of shares.
Meeting Quorums and Shareholder Approvals
Pursuant to the Company Law, limited liability companies incorporated in Indonesia are subject to
minimum meeting quorums and shareholder approval thresholds for corporate actions. The table below
sets out the minimum meeting quorums and shareholder approval thresholds for certain corporate
actions:Corporate Actions Requiring Shareholders Approval

Quorum

Approval thresholds

To convene a General Meeting of Shareholders

1/2 of the total shares
having voting rights

More than 1/2 of the total
amount of votes cast

To convene the second call for a General Meeting of
Shareholders

1/3 of the total shares
having voting rights

More than 1/2 of the total
amount of votes cast

To buy-back shares of the company

2/3 of the total shares
having voting rights

More than 2/3 of the total
amount of votes cast

To increase the company’s authorised capital

2/3 of the total shares
having voting rights

More than 2/3 of the total
amount of votes cast

To increase the company’s issued and paid-up capital

1/2 of the total shares
having voting rights

More than 1/2 of the total
amount of votes cast

To decrease the company’s capital

2/3 of the total shares
having voting rights

More than 2/3 of the total
amount of votes cast

To amend the company’s Articles of Association

2/3 of the total shares
having voting rights

More than 2/3 of the total
amount of votes cast

To convene the second call for a General Meeting
of Shareholders to amend the company’s Articles of
Association

3/5 of the total shares
having voting rights

More than 2/3 of the total
amount of votes cast

To conduct merger, consolidation, acquisition,
division, filing petition for bankruptcy, extension of the
company’s duration, and dissolution

3/4 of the total shares
having voting rights

More than 3/4 of the total
amount of votes cast

To convene the second call for a General Meeting
of Shareholders to approve merger, consolidation,
acquisition, division, filing petition for bankruptcy,
extension of the company’s duration, and dissolution

2/3 of the total shares
having voting rights

More than 3/4 of the total
amount of votes cast

Action by the Board of Directors to transfer or
encumber assets of the company having value that
exceeds 50% of the company’s assets

3/4 of the total shares
having voting rights

More than 3/4 of the total
amount of votes cast
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Corporate Social and Environmental Responsibility
The Corporate Social and Environmental Responsibility (“CSER”) is required under the Company Law,
where it is regulated that a company that engages in the line of business of and/or related to natural
resources must exercise CSER. On 4 June 2012, the Government of Republic of Indonesia enacted the
implementing regulation of CSER requirement under Government Regulation No. 47 of 2012 concerning
Corporate Social and Environmental Responsibility of a Limited Liability Company (“GR No. 47/2012”).
GR No. 47/2012 and its elucidation stipulates that every company both in the production and services
sectors has social and environmental responsibility especially companies that engage in business of
and/or related to natural resources field and have an impact on the environment based on legislation
namely industry, forestry, oil and gas, state owned companies, geothermal, water resources, electricity,
environmental protection and management, anti-monopoly and unfair business competition, human rights,
labor and consumer protection. GR No. 47/2012 obliges companies to set forth and allocate the budget
of Corporate Social and Environmental Responsibility program in their annual report and approved by the
General Meeting of Shareholders. Companies that fail to implement and fulfill the CSER requirement is
subject to sanction in accordance with the prevailing laws and regulations. However, until present there
are no laws and regulations, including the Company Law, which set forth sanctions on companies that do
not implement or conduct CSER requirement.
Mining Regulations
Pursuant to the Indonesian Constitution, all natural resources in the Republic of Indonesia are controlled
by the State. The State, however, has the right to grant the right to manage the natural resources to
private parties in order to obtain the most benefit for the people of the country. The power of the state to
grant the right to manage the natural resources to the private parties is made through laws such as Law
No. 22 of 2001 regarding Oil and Gas and Law No. 4 of 2009 regarding Mineral and Coal Mining (the
“New Mining Law”).
The New Mining Law regulates all general mining activities (other than oil and gas) in Indonesia. It was
enacted on 12 January 2009 and replaced Law No. 11 of 1967 on General Provisions on Mining (“Mining
Law 11”). As not all implementing regulations for the New Mining Law were promulgated at the time
the New Mining Law was issued, implementing regulations for Mining Law 11, including Government
Regulation No. 32 of 1969 on the Implementation of the New Mining Law, as amended by Government
Regulation No. 79 of 1992 and Government Regulation No. 75 of 2001 (“Government Regulation 75”),
and the Decree of the Minister of Energy and Mineral Resources No. 1614 of 2004 on the Guidelines for
Processing Applications of Contracts of Work and Coal Contracts of Work in the framework of Foreign
Investment (“Decree 1614”), continue to apply to the extent that they are not contrary to the provisions of
the New Mining Law.
The Government has also issued several implementing regulations to implement the New Mining Law
including Government Regulation No. 22 of 2010 on Mining Area (“Regulation 22”), Government
Regulation No. 23 of 2010 on Conduct of Mineral and Coal Mining Activities in February 2010 as
amended by Regulation No. 24 of 2012 on the Amendment of Government Regulation No. 23 of 2010 on
the Conduct of Mineral and Coal Mining Activities in February 2012 (“Regulation 23”) and Government
Regulation No. 55 of 2010 on Guidance and Supervision of Mining Business Practice (“Regulation
55”) in July 2010 and Government Regulation No. 78 of 2010 regarding Reclamation and Post Mining
(“Regulation 78”) which was issued on 20 December 2010.
The New Mining Law provides that, as a non-renewable natural resource, coal is considered part of
the national wealth of Indonesia and therefore it is to be controlled by the State for the welfare of the
people of Indonesia. Control of coal is vested in the Government and/or the relevant regional government.
The New Mining Law also provides that existing coal cooperation agreements or contracts that were
executed under Mining Law 11 will remain valid until their expiration date. Certain provisions of these coal
cooperation agreements, however, are required to be adjusted by 12 January 2010 at the latest to comply
with the New Mining Law (except provisions related to State revenues).
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Under the New Mining Law and Regulation 23, mining activities may only be conducted upon the receipt
of a IUP, which may be granted either to business entities, cooperatives or individuals. IUPs have two
stages, which comprise of: (i) Exploration IUP; and (ii) Production Operations IUP. An Exploration IUP
covers the general survey, exploration, and feasibility study stages while a Production Operations IUP
covers the stages of construction, mining, processing, and refinery, as well as transportation and sales.
The New Mining Law regulates, among other things, the government agencies that are authorised to
grant IUPs (both Exploration IUPs and Production Operations IUPs). IUPs may either be issued
by (i) the Minister of Energy and Mineral Resources, for mining business license areas (Wilayah Izin
Usaha Pertambangan, “WIUP”) which are located at inter-provincial jurisdictions upon obtaining
recommendations from the relevant local governors and regents/mayors in accordance with the laws and
regulations; (ii) a governor, for WIUPs which are located at inter-regional/municipal jurisdictions within
a province upon obtaining recommendations from the relevant local regents/mayors in accordance with
the laws and regulations; and (iii) a regent/mayor, for WIUPs which are located within the jurisdiction of
a regency/municipality. Production Operations IUPs, on the other hand, may be issued by (i) the Minister
of Energy and Mineral Resources, if the mining site(s), processing and refinery site(s) and seaport(s)
are located within jurisdictions of different provinces upon obtaining recommendations from the relevant
local governors and regents/mayors in accordance with the laws and regulations; (ii) a governor, if mining
site(s), processing and refinery site(s), and seaport(s) are located within the jurisdictions of various
regencies/municipalities after obtaining recommendations from the relevant local regents/mayors in
accordance with the laws and regulations; and (iii) a regent/mayor, if the mining site(s), processing and
refinery site(s) and seaport(s) are located within the jurisdictions of a regency/municipality.
Specifically for coal mining, an Exploration IUP is granted for a maximum period of seven years for an
area between 5,000 and 50,000 hectares, while a Production Operations IUP is granted for a maximum
period of 20 years and a maximum area of 15,000 hectares, with options to extend such a period twice,
each time with a maximum period of 10 years.
Although the New Mining Law clearly prohibits the transfer of an Exploration IUP or an Production
Operations IUP, it allows the transfer of ownership or shares of the mining company holding such license.
A transfer of ownership and/or shares on the Indonesian Stock Exchange (“IDX”) may only be conducted
upon the carrying out of certain stages of exploration activities, namely that two prospective areas have
found mineral and coal resources from the exploration activities. The transfer can be conducted, to the
extent that it is not contrary to any prevailing laws and regulations, after the relevant government authority
has been notified.
The New Mining Law also obligates holders of an Exploration IUP or a Production Operations IUP to:
(i) properly apply rules relating to mining techniques; (ii) to manage finances in accordance with the
Indonesian accounting system; (iii) to increase the value-add of mineral and/or coal resources; (iv)
to implement practices for the development and the empowerment of the local community as part of
corporate social responsibility; and (v) to apply environment sustainability in its operation. An applicant for
a Production Operations IUP is also required to submit a reclamation plan and post-mining plan together
with its Production Operations IUP application. In addition, a holder of an Production Operations IUP is
required to undertake processing and refining activities on domestic mine products. It may also process
and purify the mine products of other IUP holders. A Production Operations IUP holder may cooperate
with companies, cooperatives or individuals who have already obtained a Special Production Operations
IUP (as described below) to process and refine its coal.
A company that does not operate in the mining sector and intends to transport and/or to sell coal that
has been extracted is required to hold a special Production Operations IUP, called the Special Production
Operations IUP in order to conduct such activities.
Finally, the New Mining Law sets out a divestment obligation for a Production Operations IUP holder
that is either foreign-owned or has shares that are controlled by foreign entities. The divestment must be
effected after the relevant mine has been in production for five years and the divestment may be made
to either of the following order: the Government, regional governments (both at provincial and regency
level), state-owned entities, regional governments-owned entities, or national private entities.
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Regulation 23 elaborates the divestment requirement provided under the New Mining Law. Pursuant to
Regulation 23, the holders of IUP and IUPK in the scope of foreign capital investment must upon five (5)
years of production (i.e. 5th year from the issuance date of a Production Operation IUP) divest their shares
in stages, such that in the 10th year at least 51% (fifty-one percent) of their shares shall be owned by the
Indonesian participants. A share offer as intended by shall be made no later than 90 (ninety) working
days of the 5th year from the issuance of Production Operations IUP. Indonesian participants include the
central government, the provincial governments, or the district/city governments, state-owned Entities,
region-owned Entities, or national private entities.
The ownership of the Indonesian participants as intended above may not, every year upon the end of the
5th year from the issuance date of the Production Operation IUP, be less than the following percentage:a.

the 6th year: 20% (twenty percent);

b.

the 7th year: 30% (thirty percent);

c.

the 8th year: 37% (thirty-seven percent);

d.

the 9th year: 44% (forty-four percent); and

e.

the 10th year: 51% (fifty-one percent).

The general process of the shares divestment under Regulation 23 is as follows:1.

The shares to be divested are firstly offered to the central government.
If the central government lacks interest in the purchase of shares to be divested, the shares shall
be offered to the provincial governments or the district/city governments.
If the provincial governments or the district/city governments lack interest in the purchase of shares
to be divested, the shares shall be offered to state-owned entities or region-owned entities through
a bidding process.
If the state-owned entities and region-owned entities lack interest in the purchase of shares to be
divested, the shares shall be offered to national private entities through a bidding process.

2.

The central government, the provincial governments, the district/city governments, state-owned
entities, and region-owned entities must submit their expression of interest at the latest sixty (60)
working days from the date of offer.

3.

If the government and the provincial governments or the district/city governments, state-owned
entities, and region-owned entities lack interest in the purchase of divested shares, the shares shall
be offered to national private entities at the latest thirty (30) working days.

4.

National private entities must submit their expression of interest at the latest thirty (30) working
days from the date of offer.

5.

Payment and delivery of the purchased shares by Indonesian participants shall be made at the
latest ninety (90) working days from the date of expression of interest or the date of award of
preferred bidder status.

6.

If no divestment as intended is reached, the share offer shall be made in the following year.

Regulation 23 also acknowledges the no-dilution principle whether if there is an increase in the capital of
the IUP or IUPK company, the shares of the Indonesian participants shall not be diluted to less than the
amount of shares as required to divest.
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Regulation 23 states that ancillary provisions for the procedures for share divestment and mechanisms
for share pricing shall be governed by Regulation of the Minister of Energy and Mineral Resources upon
coordination with the relevant agencies. To date, the Minister of Energy and Mineral Resources has not
issued any ancillary provisions for the procedures for share divestment and share pricing mechanisms.
Regulation 22 defines a mining area as an area having mineral and/or coal potential and is not limited
to any governmental boundaries, but which forms a part of the National Spatial Plan (“WP”). Under
Regulation 22, an area is classified as WP if it has an indication of coal (or other mineral) bearing
formation, or potential for coal (or other mineral) resources in solid and/or liquid form. To ensure indication
or potential of coal or mineral, the Ministry of Energy and Mineral Resources, governor, regent or
mayor, as applicable, must conduct research and surveys to gather further information. Regulation 22
provides that a WP may consist of: (i) a mining business area, wherein geological data, potentials and/
or information are available (“WUP”); (ii) a smallholder mining area, which is the part of a WP where
smallholder mining business activities are conducted (“WPR”); and (iii) a state reservation area, which
is the part of a WP reserved for national strategic interest (“WPN”). Within a WUP, there is a licensed
mining business area, which is designated only for use by a mining business license holder (“WIUP”). On
11 August 2011, the Minister of Energy and Mineral Resources issued new implementing regulation on
WIUP, i.e. a Regulation No. 12 of 2011 on the Method to Stipulate WIUP and Information System on WP
for Mineral and Coal.
Regulation 55 provides that the supervision of licensed mining activities is generally conducted by the
Minister of Energy and Mineral Resources, governors, regent, or mayors. Those who fall under the scope
of their regulatory supervision are holders of IUPs, small-scale mining licenses (IPRs) or special mining
business licenses (IUPKs). IUPKs shall be granted to conduct mining business in a special mining license
area. An IUPK is granted by the Minister of Energy and Mineral Resources with due regards to region’s
interest. IUPK consists of Exploration IUPK and Production Operations IUPK. Holder of Exploration
IUPK is entitled to conduct the activities of general surveys, exploration and feasibility studies. Holder of
Production Operations IUPK is entitled to conduct the activities of construction, mines, processing and
refining/ smelting, as well as hauling and sale.
Regulation 55 also stipulates that supervision over mining business activities will apply to, among
others, mining techniques, finances, mineral and coal data management, conservation of mineral and
coal mining, operational safety and health, environmental management, reclamation and post mining
management and technical training of labourers, as well as a host of production data on the types,
qualities, and total amounts of extracted minerals. Supervision is carried out by the Mining Inspector
(Inspektur Tambang) in coordination with the technical authority. Regulation 55 provides that the
Mining Inspector has the authority to: (i) enter into mining site(s) at any time; (ii) suspend mineral and
coal mining activities either partially or entirely if such activities are deemed to potentially endanger
the safety of mine workers or public safety or to cause environmental pollution and/or destruction; and
(iii) recommend to the Head of Mining Inspector that such suspension be converted into a permanent
cessation of mineral and coal mining activities. Notwithstanding the supervision carried out by the Mining
Inspector, the Minister of Energy and Mineral Resources, governors, regents and mayors may also
appoint their officers to conduct supervision on mining business activities through periodic or incidental
or integrated inspections and/or verifications and evaluation of reports submitted by the holders of IUPs,
IPRs or IUPKs.
Under Regulation 78, mining companies are obliged to carry out reclamation and post-mining-related
activities. Reclamation is required in both the exploration and production operation stages. Prior to
commencing each of these stages, mining companies must prepare a reclamation plan which must
be approved by the relevant governmental institutions (the Minister of Energy and Mineral Resources,
governor, regent, or mayor, as applicable). In addition, before the production operation stage, mining
companies must also prepare a post-mining activities plan. Regulation 78 also sets forth mining
companies’ obligations to deposit guarantee funds in a bank designated by the Government for the
following matters: (i) reclamation in the exploration stage; (ii) reclamation in the production operation
stage; and (iii) post-mining activities.

162

REGULATIONS GOVERNING THE INDONESIAN COAL MINING INDUSTRY
Mining Services Regulation
The New Mining Law, particularly on Article 124-126 (Mining Services Business) generally stipulates:


IUP holders or IUPK holders can engage local and/or national mining services companies and
where no local and/or national mining services company is available, IUP holders or IUPK holders
may engage other mining services companies of Indonesian legal entity.



Where IUP holders or IUPK holders engage mining services, IUP holders or IUPK holders shall
refrain responsibility for mining business activities.



Mining services providers may be in the form of entities, cooperatives, or sole proprietorships
under classification and qualification that are established by the Minister of Energy and Mineral
Resources.



Mining services providers must give preference for local contractors and workers.

Further, Article 127 of the New Mining Law stipulates that ancillary provisions on the conduct of mining
services business as intended by Article 124-126 of the New Mining Law shall be governed by regulation
of the Minister of Energy and Mineral Resources.
On September 30, 2009, the Minister of Energy and Mineral Resources issued the Ministerial Regulation
28 of 2009 on Mineral and Coal Mining Services (“Regulation 28 of 2009”). Regulation 28 of 2009,
which revokes the Decree of the Minister of Mining and Energy No. 423/Kpts/M/Pertamb/1972 on Non-Oil
and Gas Mining Service Company was issued in the framework of the implementation of Article 127 of
the New Mining Law in relation to the mining services business in Indonesia.
Under Regulation 28 of 2009, any party which intends to perform mining services activities within
Indonesia is required to first obtain a business license issued by the Minister of Energy and Mineral
Resources, governor, regent or the mayor in accordance with their respective authority. Regulation 28 of
2009 stipulates that mining services can be performed by:
(a)

a legal entity which is either: (i) a state owned enterprise; (ii) a regional-state owned enterprise; or
(iii) a private legal entity in the form of a limited liability company (Perseroan Terbatas);

(b)

a cooperative; or

(c)

individuals which consist of: (i) a person; (ii) a limited partnership (perusahaan komanditer); or (iii) a
firm

A mining service company can conduct their business if it has obtained mining services business license
or Izin Usaha Jasa Pertambangan (IUJP) from the Minister of Energy and Mineral Resources or governor,
or regent/mayor. The mining service company that provides non-core mining business service can
conduct their business activities if it has obtained as the Registration Certificate or Surat Keterangan
Terdaftar (SKT). These licenses are valid for maximum (3) three years and can be extended.
Based on Regulation 28 of 2009, IUP holders are required to mine, process and refine the coal by
themselves, but they are allowed to continue to contract overburden removal and the transport of
overburden, as well as the transportation of coal other than from the mining pit, to third party contractors.
Regulation 28 of 2009 also prohibits mining concession holders from using their subsidiaries and/or
affiliates to carry out mining operations in their mining concession areas, unless the Minister of Energy
and Mineral Resources through the Director General of Mineral and Coal approves such arrangement.
Regulation 28 of 2009 defines a subsidiary and/or an affiliated mining service company as a mining
service company that has a direct share ownership in the mining company. Such definition was
elaborated under the implementing regulation of Regulation 28 of 2009, Director General of Mineral,
Coal and Geothermal Regulation No. 376.K/30/DJB/2010 of 2010 on the Procedure and Requirements
to Request Approval of Using Subsidiaries and/or Affiliates in the Mining Service Business (“Regulation
376”).
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According to Regulation 376, a mining service company that has a direct share ownership with the
mining company is as follows:(d)

a mining service company whose 20% shares are directly owned by the mining company;

(e)

a mining service company whose 50% of the voting rights belonged to the mining company by
virtue of an agreement; and/or

(f)

a mining service company in which the mining company has the authority to appoint and discharge
the finance and operational directors, or persons having equivalent positions as the latter two.

It must be noted that in addition to the approval of the Minister of Energy and Mineral Resources, the
other requirement that a mining company needs to satisfy in order to be able to employ its subsidiary
and/or affiliated company is that there must not be any unaffiliated mining services companies that are
available to the mining company or there must be no mining services company classified as interested or
capable based on certain criteria as stipulated under Regulation 28 of 2009.
Apart from the above matters, Regulation 28 of 2009 also requires all mining companies holding an
IUP to use local and/or domestic mining services companies in their operations. If no local or domestic
mining services companies has the financial or technical capability to undertake the project, a mining
company may then engage a mining service company in which there is foreign share ownership, or a
mining service company that is classified as an “Other Mining Service Company” under Regulation 28
of 2009 by making an announcement in a local or national newspaper. If a company classified as an
“Other Mining Services Company” is selected, it must sub-contract part of the mining services job to a
competent local mining services company.
In line with the New Mining Law, Regulation 28 classifies the mining services business into two main
activities, namely mining services business (usaha jasa pertambangan) and non-core mining service
business (usaha jasa pertambangan non-inti). Services that are classified as being part of a mining
services business include:a.

b.

consultation, planning, implementation and equipment testing in the following sectors:(i)

general surveying;

(ii)

exploration;

(iii)

feasibility studies;

(iv)

construction;

(v)

transportation;

(vi)

environmental;

(vii)

post-mining/reclamation; and/or

(viii)

health and safety; and

consultation, planning and equipment testing in the following sectors:(i)

mines; or

(ii)

processing and purification.
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The prescribed sub-divisions of mining business service in Regulation 28 of 2009 are as follows:Division

Sub Division

1. General Survey
2. Exploration

2.1 Exploration Management
2.2 Position Determination
2.3 Mapping
2.4 Geology and Geophysics
2.5 Geochemical
2.6 Under Surface Survey
2.7 Geotechnical
2.8 Exploration Drilling and Sampling

3. Feasibility Study

3.1 Environmental Impact Analysis (AMDAL)
3.2 Feasibility Study Drafting

4. Mining Construction

4.1 Underground Mining
4.2 Open-pit Mining
4.3 Underwater Mining
4.4 Commissioning Mining
4.5 Underground Mining Cementation
4.6 Mining Ventilation
4.7 Refinery or Smelting
4.8 Mining Road
4.9 Explosive Materials Warehouse

5. Mining

5.1 Stripping, Loading and Covering Overburden Rocks/soil
5.2 Unloading
5.3 Mineral or Coal Drilling
5.4 Mineral or Coal Loading and Transfer

6. Processing and Smelting

6.1 Coal Mixing
6.2 Coal Processing
6.3 Mineral Processing
6.4 Mineral Refinery

7. Transportation

7.1 By Truck
7.2 By Flatcar/Trolley
7.3 By Belt Conveyor
7.4 By Barge
7.5 By Pipes

8. Mining Environment

8.1 Water Mining Processing
8.2 Mining Environment Auditing
8.3 Erosion Prevention
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Division

Sub Division

9. Post Mining and Reclamation

9.1 Reclamation
9.2 Mining Closing
9.3 Land Preparation and Structuring
9.4 Nurseries
9.5 Hydro seeding
9.6 Planting
9.7 Treatment

10. Work Health and Safety

10.1 Technical Inspection and Evaluation
10.2 Mining Work Health and Safety
10.3 Work Health and Safety Training

Services that are classified as being part of a non-core mining services business, on the other hand,
include other types of services which are not included in the above mining services, such as catering.
Article 4 of Regulation 28 of 2009 stipulates that in the field of ‘Mine’ (Penambangan) a mining service
company can only provide consultancy (konsultasi), planning (perencanaan) and equipment testing
(pengujian peralatan) services and not the operation/implementation (pelaksanaan).
With respect to the scope of responsibilities of mine owners and mine operators, Article 10 of Regulation
28 of 2009 stipulates that the mine owners as the holder of IUPs are required to perform the mining
activities, processing and refinery/smelting by themselves. The mine owners however may refer some
mining activities to mining operators limited to the (i) stripping of overburden; and (ii) hauling of coal. In
the event the mine owners utilise the services from mine operators, the engagement of mining services
shall fully be the responsibility of the mine owners. The aforementioned responsibilities shall include
mining technical aspects, mining occupational safety and health, and mining environmental conservation.
The following table indicates the key responsibilities of mine owners and mine operators pursuant to old
regime (before the issuance of New Mining Law) (the “Old Regime”) and pursuant to New Mining Law.

Mine Owners
(under the Old Regime)
1.

Apply for, renew and
ensure that all relevant
licenses and permits
in relation to coal
production and sale
activities are obtained

Mine Owners
(under New Mining Law)
No change

Mine Operators
(under the Old Regime)
Apply for a business
license to carry out coal
production and sale
activities

Mine Operators
(under New Mining Law)
(otherwise referred to
as Mine Contractors in
this Prospectus)
Mine operators shall apply
for business license to
carry out mining services
business.
Pursuant to Regulation
28 of 2009, there are 2
(two) types of licenses for
mining services business:
(a) IUJP, which is a
license for conducting
mining services
business(1) ; and
(b) SKT, a certificate
that is granted for
a company which
conducts non-core
mining services
business(2).
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2.

Mine Owners
(under the Old Regime)

Mine Owners
(under New Mining Law)

Mine Operators
(under the Old Regime)

May choose to carry out
any coal production and
sale activities

Carry out coal production
and sale activities (for
mine owners who hold
Production Operations IUP.

Carry out all coal
production (including
coal excavation) and sale
activities

Mine Operators
(under New Mining Law)
(otherwise referred to
as Mine Contractors in
this Prospectus)
Prohibited from carrying
out coal production (in
particular coal excavation),
sales and marketing
activities.

Mine owners who hold
Exploration IUP are
entitled to conduct the
following activities: general
study; exploration; and
feasibility study.
Mine owners who hold
Production Operations IUP
are entitled to conduct the
following activities:
construction; mining
(or coal excavation);
processing and refinery;
and transportation and
sale.
3.

Assign the right to the
mine operators to make
all decisions in relation
to the entire mining
production and sale
operations

All of the technical aspects
of the mining operations
are assumed by mine
owners.

Have full control over
decisions in relation
to the entire mining
production (including
coal excavation) and sale
operations

Mine operators can only
provide mining services
based on scope of
services as stated in
their IUJP or SKT (for
non-core mining services
business). Please refer to
Notes (1) and (2) below.

4.

Pay all taxes and
royalties required by
the prevailing laws
and regulations to the
Indonesian government

No change

Pay a fee to the mine
owners according to the
amount of coal produced
and sold. This fee may
include the taxes and
royalties which the mine
owners have to pay to the
Indonesian government.

Mine owners are
prohibited from accepting
fees from mine operators.

5.

Responsible for
reclamation and
rehabilitation of
mines as well as land
relinquishment (mine
owners can choose to
subcontract it to other
third party companies)

No change

Not responsible for
reclamation and
rehabilitation of
mines as well as land
relinquishment but may
be engaged to perform
such activities for the
mine owners.

May be undertaken by
mine operators provided
that these activities are
included in the IUJPs of
the mine operators.

Notes:(1)

Mining services include general surveying, exploration, feasibility studies, mining construction, stripping of overburden,
transportation, environmental services, post-mining reclamation and services relating to work health and safety.

(2)

Non-core mining services include other non-mining related activities such as food catering.
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According to Regulation 28 of 2009, all contractual arrangements between concession holders and
mining contractors existing on the effective date of the regulation are grandfathered for a maximum period
of three years. By 30 September 2012, that is the end of that three year period, concession holders
and mining contractors are required to have amended their contracts to comply with the regulation.
New mining service contracts entered into after 30 September 2009 are required to comply with the
requirements of Regulation 28 of 2009.
Domestic Market Obligation
On 31 December 2009, with effect from that date, the Minister of Energy and Mineral Resources issued
Regulation 34 of 2009. Regulation 34 of 2009 requires producers of coal in Indonesia (and other
minerals) to allocate a proportion of their annual production output to the domestic Indonesian market.
Under the terms of Regulation 34 of 2009, such sales would be based on a minimum percentage of coal
sales as set out by the Minister of Energy and Mineral Resources, or face administrative sanctions.
It must be noted, however, that not all producers of coal in Indonesia are mandated to allocate a portion
of their annual production output to the domestic Indonesian market. Annually, the Ministry of Energy
issues a list of certain coal producers that must fulfil the relevant year’s domestic demand of coal.
Some material components of Regulation 34 of 2009 are as follows:

Tonnage - the annual production output required for the domestic Indonesian market will be set by
the Minister of Energy and Mineral Resources based on the estimate of annual demand proposed
by potential domestic buyers in the previous year. Regulation 34 of 2009 does not specify how
each individual company’s domestic market obligation (“DMO”) tonnage will be calculated (as
opposed to how the national DMO requirement is calculated).



Price - The price for the purchase of coal allocated for the domestic market will be set by the
Minister of Energy and Mineral Resources and will be based on a coal price index. As such, it
appears that coal allocated for domestic production will not be undervalued.



Annual Work Programme and Budget - Regulation 34 of 2009 provides that each coal company
must include in its Annual Work Programme and Budget a minimum percentage of its production
proposed to be made available for DMO sales. These details must be submitted by November each
year.



Buy in - Coal producers may buy in coal from other sources to satisfy its DMO.



Other supply commitments - Importantly for global coal suppliers, Regulation 34 of 2009 does not
deal with situations where coal producers have contractual arrangements (including penalties)
to supply coal to their existing customers. If coal producers sell a percentage of their coal to the
Indonesian domestic market, they may not be able to meet demands under their other coal sales
agreements, and therefore face penalties.



On-selling prohibition - Regulation 34 of 2009 prohibits domestic purchasers from on-selling DMO
coal. Instead the coal must be used domestically as a raw material, fuel or via other direct means.

It should be noted that Regulation 34 of 2009 provides a mechanism for coal producers that are
mandated to allocate their production output to the domestic market but cannot fulfil their domestic
market obligations. Regulation 34 of 2009 stipulates that a coal producer that cannot satisfy its domestic
market obligation should inform the Ministry of Energy and Mineral Resources of its inability. This
mechanism, however, does not eliminate its obligation to still allocate the coal production output to the
Indonesian market in the following term.
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On 25 August 2011, the Minister of Energy and Mineral Resources issued Decree 1991K/30/MEM/2011
on Determination of Minimum Requirement and Percentage of Coal Domestic Market Obligations in 2012
(“Decree 1991”) which determines the minimum percentage of domestic coal obligation, and lists some
companies that are required to fulfil domestic market obligations in 2012. Pursuant to Decree 1991, in
2012, only 63 coal companies have domestic market obligations. Those companies with domestic market
obligations are required to meet the minimum percentage of 24.72% of their respective total coal sale in
2012.
As at the Latest Practicable Date, BEK (which is a holder of production operations IUP) does not have
any domestic market obligations pursuant to the Ministry of Energy and Mineral Resources Regulation
No. 34 of 2009. Our Directors are of the view that should our Group be required to comply with domestic
market obligations, there would be no significant financial and operational impact to our Group based on
the current regulations. This is mainly due to the fact that since the commencement of BEK’s operations,
its direct customers are domestic companies and the coal sales transactions are based on benchmarked/
referenced prices. Nonetheless, our Group will comply with all requisite domestic market obligations
under the Indonesian Law going forward, if required by the Ministry of Energy and Mineral Resources.
Benchmark Price
On 23 September 2010, the Minister of Energy and Mineral Resources enacted Regulation No. 17 of
2010 on the Procedure of the Determination of the Benchmark Prices for Sales of Mineral and Coal
(“Regulation 17”), which sets benchmark prices for sales of coal to domestic and international
customers, which are determined based on market mechanisms and/or in accordance with prices
generally applicable in the international market.
Pursuant to Regulation 17, if Indonesian coal producers sell their coal at a price below the benchmark
price they will be required to pay royalties to the Government based on the benchmark price. The
benchmark prices are determined by the Director General of Mineral and Coal Mining (the “Director
General”) using formulas that are based on market mechanisms and/or international coal price indices.
Benchmark prices are only set once a month. Accordingly, in an international market experiencing
declining coal prices, especially significant declines, the Company may experience difficulty securing
contracts to sell its coal at the relevant benchmark prices (which are based on the average of certain coal
price indices from the previous month or months, depending on whether the contract is a spot or term
contract).
Under Regulation 17, coal benchmark prices are determined based on (i) the steam (thermal) coal
benchmark price; and (ii) the coking (metallurgical) coal benchmark price. The Director General, on
behalf of the Minister of Energy and Resources, will determine coal/ferrous mineral benchmark prices
each month based on a formula that takes into account coal prices calculated based on market
mechanisms and/or coal prices generally applicable in international market. Based on Director General
of Mineral and Coal Regulation No. 515.K/32/DJB/2011 on the Formula to Determine Coal Benchmark
Price (“Regulation 515”), coal benchmark prices for steam (thermal) coal are determined based on the
following indices: Indonesian Coal Index/Argus Coalindo, New Castle Export Index, Platts and Global
Coal Newcastle indices and coal benchmark prices for coking (metallurgical) coal are determined using
the Platts and Energy Publishing indices. Certain types of coal used domestically may be sold at a price
below the coal benchmark price with the approval of the Director General on behalf of the Minister of
Energy, including, among other types, fine coal, reject coal and coals with certain impurities. Further
regulations regarding the types of coal and specific uses of coal that can be sold at a price below the
coal benchmark price will be promulgated by the Director General.
Low calorific coal must be sold based on the low calorific coal benchmark price. The low calorific coal
benchmark price will be determined based on a formula that takes into account the coal price average
index for low calorific coal in accordance with the prices generally applicable in the market. Certain types
of coal used domestically may be sold at a price below the coal benchmark price with the approval of
the Director General on behalf of the Minister of Energy and Resources, including, among other types,
fine coal, reject coal and coals with certain impurities. Coal used for specific purposes may be sold
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domestically at a price below the coal benchmark price with the approval of the Director General on
behalf of the Minister of Energy and Resources. Further regulations regarding the types of coal and
specific uses of coal that can be sold at a price below the coal benchmark price will be promulgated by
the Director General.
Coal may be sold (i) on a FOB Vessel basis; (ii) on a FOB Barge basis; (iii) to end users within the same
island; or (iv) on a cost insurance freight or cost and freight basis. Further, coal sales may be on a spot
or term basis if, in the case of spot agreements, the price is the coal benchmark price as of the month
of coal delivery or, in the case of term agreements, the price is the average coal benchmark price for the
three months before the agreement. The agreed coal sale price must be submitted to the Minister of
Energy and Resources through the Director General one (1) month prior to the execution of a coal sales
and purchase agreement.
IUP holders must adjust the provisions of their existing coal sales and purchase agreements to
Regulation 17. Spot agreements executed prior to Regulation 17 were required to be conformed within six
months and term agreement must be conformed to Regulation 17 within twelve (12) months. However,
Regulation 17 does not apply to price adjustments in term or spot agreements that were renegotiated
based on an order of the Minister of Energy and Resources or Director General.
In the case of term agreements, Regulation 17 also requires that the first delivery of coal be made
within two (2) months of the date of the coal sales and purchase agreement and remaining deliveries
of coal must be completed within one (1) year from the date that the relevant coal sales and purchase
agreement is entered into. If the first delivery of coal is made more than one (1) year after the date of the
coal sales and purchase agreement, the average coal benchmark price for the three (3) month period
prior to the date of such delivery of coal applies for the purpose of determining royalties.
Under Regulation 17, Production Operations IUP holders are required to submit reports on the sales of
their coal every month together with supporting documentation, such as invoices or bills of lading and
expert declarations and surveyor reports for exported commodities. These reports must be submitted
no later than the tenth day of each month to the Minister of Energy, governor, regent, or mayor, in
accordance with their respective authorities. Furthermore, coal producers are required to submit to the
Director General a report on their annual timetable for coal shipments at the beginning of each year
and submit periodic reports on any changes to this timetable. Regulation 17 does not apply to price
adjustments in term or spot agreements that were renegotiated based on an order of the Minister of
Energy or Director General.
Regulation 17 also sets out penalties and administrative sanctions for coal producers that fail to
comply with its provisions, for example by failing to pay royalties based on the benchmark price. Such
penalties and administrative sanctions range from written warnings and temporary suspension of sales
to cancellation of a coal producer’s mining license (whether Production Operations IUP or Production
Operations IUPK).
BEK (which is a holder of production operations IUP) is required to sell its coal to its customers based on
benchmark/reference price as principally stipulated under the Minister of Energy and Mineral Resources
Regulation No 17 of 2010. BEK has been undertaking coal sales since February 2012. In this regard,
our Directors confirm that the coal sales undertaken by BEK to date are in line with the aforementioned
requirements and in relation thereto, our Group has not received any notice of infringement by the
relevant authorities.
Regional Government Law
Indonesia is divided into provinces, which are further subdivided into regencies and municipalities. The
regencies and municipalities within a province are autonomous in most of their activities and, therefore,
are not subservient to the provincial government.
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In 1999, the Government adopted Law No. 22 of 1999 on Regional Government (“Law 22”), which
transferred and delegated to the regional governments certain powers that had previously been exercised
by the Government. On 15 October 2004, the Government enacted Law No. 32 of 2004 on the Regional
Government, as amended by Law No. 12 of 2008 (“Regional Government Law 32”) which replaced
Law 22 and, as was the case with Law 22, substantially changed the legal and regulatory framework
of the mining industry in Indonesia. Regional Government Law 32 requires that regional governments
maintain fair and harmonious relationships with the Government and other regional governments when
discharging their governmental affairs, including in connection with the utilisation of natural and other
resources. The governmental affairs affected include matters such as (i) authority and responsibility
for, and utilisation, maintenance and control of the impact on, cultivation and conservation of
natural and other resources; (ii) profit sharing from the utilisation of natural and other resources; and
(iii) environmental harmonisation, space arrangement plans and land rehabilitation.
Forestry Regulation
Law No. 41 of 1999 on Forestry, as amended by Law No. 19 of 2004, which ratifies Government
Regulation in Lieu of Law No. 1 of 2004 (“Forestry Law 41”), provides that open-pit mining operations
cannot be conducted within protected forests. Notwithstanding this general prohibition, a number of
licenses and contracts for open-pit mining in forest areas that existed prior to the enactment of Forestry
Law 41 remain valid until their respective expiration. Significant areas of Indonesia have been classified
as protected forests.
Based on Forestry Law 41, the use of forest areas for mining purposes must be conducted under a
“borrow-use” permit (Izin Pinjam Pakai) issued by the Minister of Forestry. For “Borrow-use” permits with a
significant impact, extensive coverage or significant value must be issued by the Minister of Forestry after
obtaining approval from the parliament of Indonesia. According to Government Regulation No. 24 of 2010
concerning Forestry Area Utilisation, the “borrow-use” permit may be obtained by (i) land compensation
(for forest areas in a province which forest area is less than 30% of the area of drainage (river) basin
(daerah aliran sungai), island and/or provinces with 1:1 ratio for non-commercial purpose and 1:2 for
commercial purpose); (ii) monetary compensation through non-tax state income for forest utilisation and
conducting planting activities in the framework of rehabilitation of drainage (river) basin (daerah aliran
sungai) (for forest area in a province which forest area is more than 30% of the area of drainage (river)
basin (daerah aliran sungai), island and/or provinces with 1:1 ratio for non-commercial purpose and 1:2
ratio for commercial purpose); and (iii) without land or monetary compensation or planting activities (only
for state defence activities, sea and air safety traffic facilities, check dam (cek dam), on-farm reservoir
(embung), sabo dam (sabo), meteorology, climatology, geophysics and survey and exploration activities).
Under Decree of the Minister of Forestry No. P.18/Menhut-II/2011 on Guidelines on the Borrow and Use
of Forest Areas, the validity periods of “borrow-use” permits may vary as follows:


the validity period of a principal licence for the utilisation of forest areas or the “borrow-use” permit
of forest areas for survey or exploration purpose is two years;



the validity period of a “borrow-use” permit of forest areas other than for survey or exploration
purposes is the same as that of the relevant licence;



the validity period of a “borrow-use” permit for an activity which has no specific licence
requirements is granted for a maximum period of twenty (20) years; and



the validity period of a “borrow-use” permit of forest areas for the purpose of state defense interest,
air and sea transportation safety, public roads, check dam (cek dam), on-farm reservoir (embung),
sabo dam (sabo) and meteorology, climatology, and geophysics as well as religious facilities is the
same as the relevant utilisation of the “borrow-use” permit.
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According to Government Regulation No. 76 of 2008 concerning Forest Rehabilitation and Reclamation,
forest reclamation must be done by the “borrow-use” permit holder on the ex-mining activities’ areas in
accordance with the mining activities phases. Further, the “borrow-use” permit holder is required to pay
a reclamation guarantee to the Government in order to ensure the success of the forest reclamation
implementation. The amount and form of the reclamation guarantee are proposed by the “borrow-use”
permit holder and determined and approved by the technical minister, governor, mayor or regent, as
applicable, and the Minister of Forestry.
Pursuant to Decree of the Minister of Forestry and Plantation No. P. 4/Menhut-II/2011 dated 14 January
2011 regarding Guidelines for Forest Reclamation, a “borrow-use” permit holder must prepare a
reclamation plan that includes (i) a five (5) year plan (or in line with the length of planned commercial
production of a mine site, if the commercial production is less than five (5) years) based on the result of
the inventory and determination of the location; and (ii) an annual plan detailing the five (5) year plan. The
five (5) year plan and annual plan are evaluated by the technical minister, governor, mayor or regent, as
applicable, and the Minister of Forestry and, in certain cases, the Minister of Environmental Affairs. The
Directorate General of Drainage (river) Basin and Social Forestry Management and Fostering (Direktur
Jenderal Bina Pengelolaan Daerah Aliran Sungai dan Perhutanan Sosial) on behalf of the Minister of
Forestry evaluates and determines whether to approve the “borrow-use” permit holder’s reclamation
plan. After approval and recommendations are issued, the reclamation plan is legalised by the technical
minister, governor, mayor or regent in line with each of their respective authorities.
The deadline for the completion of forest reclamation is no more than one (1) year prior to the expiration
of the relevant “borrow-use” permit. In the event that the “borrow-use” permit holder wishes to return its
“borrow-use” permit before it expires, the deadline for the completion of forest reclamation is no more
than one (1) year prior to returning the “borrow-use” permit.
The “borrow-use” permit holder must submit a quarterly and annual report on its implementation of
forestry reclamation to the Directorate General of Drainage (river) Basin and Social Forestry Management
and Fostering of the Ministry of Forestry with a copy to: (i) the Director General of Forestry Planology
of the Ministry of Forestry; (ii) the Director General of Mineral Coal and Geothermal of the Ministry of
Energy and Mineral Resources; (iii) the Provincial Technical Department of Forestry; and (iv) the
Regency/City Technical Department of Forestry.
If the “borrow-use” permit holder does not comply with the prevailing forestry laws and regulations in
implementing the forest reclamation activities, it will be subject to sanctions, including (i) administrative
sanctions, preceded by three warning letters sent at three (3) month intervals; or (ii) the revocation of the
“borrow-use” permit after a forest reclamation evaluation.
On 26 May 2010, Indonesia and Norway signed a Letter of Intent containing Indonesia’s commitment to
call for a two (2) year moratorium on granting forest and peat land concessions to prevent deforestation
and forest degradation. In return, Norway pledged USD$1 billion to support such a move by Indonesia.
As a follow-up to the Letter of Intent, on 20 May 2011, the President of Indonesia issued Presidential
Instruction No. 10 of 2011 on the Moratorium for Granting New Permits and Perfection of the
Management of Primary Natural Forest and Peat Lands (“Presidential Instruction 10”), instructing
all governmental authorities, both central and regional, to take all the necessary steps to support the
moratorium policy against the granting of permits for the use of “primary natural forests” and peat lands
that are located within conservation, protected, and production forests.
Generally, Presidential Instruction 10 instructs governmental authorities to not issue new permits,
recommendation, and/or location permits to applicants who wish to engage business activities in a
“primary natural forest” and peat lands located in conservation, protected, or production forests (limited
production forest, ordinary/fixed production forest, convertible production forest) and other utilisation area
as determined by Presidential Instruction 10. This moratorium, however, is not applicable to, among other
things, those applicants who have obtained an principle permit from the Minister of Forestry, those who
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are performing an activity that is regarded as vital to national development, such as those engaging in
the geothermal, oil and gas, and electricity industries, applicants planting rice or sugar cane, the existing
use by a forest license holder who intends to extend the license (provided that the license for the forest
license holder’s business is still valid) and ecosystem restoration.
Environmental Regulations
Environmental protection in Indonesia is governed by various laws, regulations and decrees. On 3
October 2009, Law No. 32 of 2009 on Protection and Management of Environment (“Environmental
Law 32”) replaced Law No. 23 of 1997 on Environmental Management. However, not all implementing
regulations in respect of Environmental Law 32 have been issued until now. Therefore, when the
Environmental Law 32 is enacted, the previous regulations, including Government Regulation No. 27 of
1999 on Environmental Impact Analysis (Analisa Mengenai Dampak Lingkungan or “AMDAL”), State
Minister of Environmental Affairs Regulation No. 13 of 2010 on Environmental Management Reports
and Environmental Monitoring Effort and Statement Letter on the Capability to Manage and Monitor the
Environment, Decree of the Minister of Energy and Mineral Resources No. 1453K/29/MEM/2000 on the
Technical Guidelines with respect to the Organisation or the Government Duty in the Field of General
Mining (“Decree 1453”) and Decree of the Minister of Energy and Mining Resources No. 1457 K/28/
MEM/2000 regarding Technical Guidelines for Environmental Management in the Field of Mines and
Energy (“Decree 1457”), are still applicable to the extent they do not conflict with the Environmental Law
32. However, the State Minister of Environmental Affairs has just enacted Regulation of the State Minister
of Environmental Affairs No. 05 of 2012 on Types of Businesses/Activities that Require Environmental
Impact Analysis (“Decree 05”) which replaces Decree of the State Minister of Environmental Affairs
No. 11 of 2006 on Types of Businesses/Activities that Require Environmental Impact Analysis.
Decree 05 and Decree 1457 stipulate, among other matters, that mining companies whose operations
have an environmental or social impact must obtain and maintain an AMDAL document, which consists
of Terms of Reference on Environmental Impact Analysis (Kerangka Acuan Analisis Dampak Lingkungan
or Ka ANDAL), an Environmental Impact Analysis (Analisis Dampak Lingkungan or ANDAL), an
Environmental Management Plan (Rencana Pengelolaan Lingkungan or RKL) and an Environmental
Monitoring Plan (Rencana Pemantauan Lingkungan or RPL). Where the AMDAL document is not
required, under Decree 1457, a mining company must prepare an Environmental Management Effort
(Upaya Pengelolaan Lingkungan) and an Environmental Monitoring Effort (Upaya Pemantauan
Lingkungan)(“UKL-UPL”).
Environmental Law 32 introduced a new permit, the environmental license (Izin Lingkungan). Pursuant to
Environmental Law 32, any company that has an AMDAL or UKL-UPL must also submit an application
to obtain an environmental license (Izin Lingkungan) issued by the Minister of Environmental Affairs,
governor, mayor or regent, as applicable. The granting of an environmental license is based on either
(i) an environmental feasibility study carried out by an independent third party, which is approved by the
AMDAL Assessment Commission (Komisi Penilai Amdal), the Minister of Environmental Affairs, governor,
mayor or regent, as applicable, or (ii) a recommendation in a UKL-UPL issued by the appropriate
Government or regional government institution responsible for the environmental management and
control of the relevant area (e.g. the Head of Environmental of Regency/City/Province or Deputy of the
Minister of Environment Affairs).
Environmental Law 32 requires the holder of an AMDAL or a UKL/UPL to obtain an environmental permit
within one year of the enactment of Environmental Law 32. Environmental Law 32 requires that by 3
October 2011, all companies that have business licenses but do not have AMDAL and/or, UKL/UPL must
complete an environmental audit, if they need an AMDAL, or prepare an environment management
document, if they need a UKL/UPL. Furthermore, Environmental Law 32 requires companies to
integrate their AMDAL or UKL/UPL into an environmental license by 3 October 2010. Additionally, under
Environmental Law 32, an environmental license is a prerequisite for a business license. However, the
Government has not yet issued the implementing regulations regarding the process for obtaining an
environmental license during the prescribed time under Environmental Law 32 until 23 February2012
when Government Regulation No. 27 of 2012 regarding Environmental License (Izin Lingkungan)
(“Government Regulation 27”) is enacted. This Government Regulation 27 revokes the Government
Regulation No. 27 of 1999 on Environmental Impact Analysis.
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Pursuant to Government Regulation 27, any company and/or activities that are obligated to possess
AMDAL or UKL-UPL must possess the Environmental License (Izin Lingkungan) issued by Minister
of Environmental Affairs, governor, mayor or regent, as applicable. The Environmental License (Izin
Lingkungan) is obtained through stages of activities covering (i) the preparation of AMDAL and UKLUPL; (ii) the evaluation of AMDAL and examination of UKL-UPL; and (iii) the written application and
the issuance of the Environmental License (Izin Lingkungan). The application to obtain Environmental
License (Izin Lingkungan) shall be supported with AMDAL documents or UKL-UPL form, corporate
documents of the company and the company profile. The application to obtain Environmental License
(Izin Lingkungan) will be announced to the public by Minister Environmental Affairs, governor, mayor or
regent, (as the case may be) through multimedia or announcement board at the business and/or activity’s
location within not later than either (i) five (5) business days as of the Andal and RKL-RPL documents
declared administratively completed or (ii) two (2) business days as of the UKL-UPL form documents
declared administratively completed. The issuance of Environmental License (Izin Lingkungan) shall be
together with the issuance of the Environmental Feasibility Decision or the UKL-UPL Recommendation.
The Environmental License (Izin Lingkungan) contains (i) the requirements and obligations set out in
the Environmental Feasibility Decision or the UKL-UPL Recommendation; (ii) the requirements and
obligations being set out by the minister, governor, mayor or regent (as the case may be); (iii) the
expiration of Environmental Permit; and (iv) number and types of the Environmental Protection and
Management License (if required).
Under Indonesian environmental regulations, remedial and preventative measures and sanctions (such
as the obligation to rehabilitate tailings areas, the imposition of substantial criminal penalties and fines
and the cancellation of approvals) may be imposed to remedy or prevent pollution caused by operations.
The sanctions range from one (1) to fifteen (15) years of imprisonment applicable to the management of
the relevant company and/or fines ranging from IDR 500.0 million to IDR 15.0 billion. A monetary penalty
may be imposed in lieu of performance of an obligation to rehabilitate damaged areas. Environmental
Law 32 also requires licensing of all waste disposals, storage and handling. Waste disposal may only be
conducted in specified locations determined by the Minister of Environmental Affairs.
Waste water disposal is further regulated by Government Regulation No. 82 of 2001 on Water Quality
Management and Water Pollution Control (“Government Regulation 82”). Government Regulation 82
requires responsible parties, including mining companies, to submit reports regarding their disposal of
waste water detailing their compliance with the relevant regulations. Such reports are to be submitted to
the relevant mayor or regent, with a copy provided to the Minister of Environmental Affairs, on a quarterly
basis.
Decision of the Minister of Environmental Affairs No. 113 of 2003 on Standard Quality of Waste Water for
Coal Mining Business and/or Activities (“Decision 113”) further regulates mining companies’ treatment
of waste water. Decision 113 obliges mining companies to (i) process their waste water from mining
activities and processing/washing activities in accordance with mandated quality standards stipulated in
Decision 113; (ii) manage water that is affected by mining activities by way of sedimentation pools; and
(iii) examine the location for the point of compliance of the waste water from mining activities where the
waste water from the sedimentation pools and/or the waste water treatment facilities is discharged into
the surface water. Under Decision 113, mining companies must (i) comply with requirements stipulated in
their respective licenses regarding disposal of waste water; and (ii) submit an analysis of the waste water
and daily flow rate to the regent or mayor, with copies to the governor and the Minister of Environmental
Affairs and other related government institutions on a quarterly basis.
Mining companies must also comply with other regulations, including Government Regulation No. 18
of 1999 on Management of Hazardous and Toxic Waste Materials as amended by Government
Regulation No. 85 of 1999 on Management of Hazardous and Toxic Waste Materials, and Government
Regulation No. 74 of 2001 on Management of Hazardous or Toxic Materials, relating to the management
of certain materials and waste. Flammable, poisonous or infectious waste from mining operations
aresubject to these regulations unless the company can prove scientifically that it falls outside the
categories set forth in such regulations. These regulations require a company that uses such materials
or produces waste to obtain a license in order to store, collect, utilise, manage and accumulate such
waste. This license may be revoked and operations may be required to cease if the regulations relating
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to such waste are violated. The activities of storing and collecting used lubricant oil is further regulated
by the Decree of the Head of Regional Environmental Impact Controlling Agency No. 255 of 1996 on the
Procedure on the Storing and Collecting of Used Lubricant Oil (“Decree 255”) which provides, among
other things, that an entity which collects used oil for further use or processing must comply with certain
requirements, as regulated by Decree 255, including obtaining a license, meeting certain specifications
with regard to the buildings where used oil is to be stored, setting up a standard procedure on collection
and distribution of used oil and submitting quarterly periodic reports with regard to these activities.
Decree 1453 provides technical guidelines for the preparation of the ANDAL, RKL and RPL documents.
Decree 1453 also states that regional governments are responsible for the regulation of environmental
matters and the approval of the ANDAL, RKL and RPL documents.
Pursuant to Decree 1453, holders of mining concessions, contracts of work and coal cooperation
agreements are required to provide to the relevant regional government an Annual Environmental
Management and Monitoring Plan (Rencana Tahunan Pengelolaan dan Pemantauan Lingkungan
(“RTKPL”)) from the commencement of exploitation or production activities. Holders are also required
to provide an Annual Environmental Management Plan (Rencana Tahunan Pengelolaan Lingkungan
(“RTKL”)), and provide a reclamation guarantee to be deposited with a government bank or foreign
exchange bank (bank devisa). Guidelines for the preparation of the RTKPL and RTKL and procedures for
the deposit of a reclamation guarantee are contained in Decree 1453.
Decree of the Minister of Mines and Energy No. 1211.K/008/M.PE/1995 dated 17 July 1995 on
Prevention and Management of Destruction and Pollution of the Environment in General Mining Activities
(“Decree 1211”) requires a mining company to have the facilities and bear the costs and expenses of
performing activities to prevent and minimise environment pollution and destruction resulting from its
mining activities. For this purpose, the mining company is obliged to, among others, (i) appoint a Head
of Mine Technique (Kepala Teknik Tambang) who is required to directly manage the prevention of
environmental destruction and pollution caused by general mining activities and submit a report regularly
to the Head of Mine Inspection Implementation (Kepala Pelaksana Inspeksi Tambang), with a copy to
the Head of Regional Mine Inspection Implementation (Kepala Pelaksana Inspeksi Tambang Wilayah);
(ii) submit a RTKL, which includes information regarding reclamation activities to the Head of Mine
Inspection and Implementation; and (iii) submit an Annual Plan for Environment Monitoring (Rencana
Tahunan Pemantauan Lingkungan) to the Head of Mine Inspection Implementation. Under Decree 1211,
mining companies are also required to provide a reclamation security fund, the amount of which has
to be approved by the Directorate General of Mineral Resources, Coal and Geothermal, in a form of a
security deposit in the relevant company’s account in an appointed bank.
Land Rights for Mining Purposes in Indonesia
Indonesia has a system of registered land titles which has existed since the 1960 by the enactment of
Law No. 5 of 1960 concerning Basic Regulations for Agrarian Affairs (the “Agrarian Law”). In theory, the
registered land title system was intended to gradually replace uncertificated land titles.
Unlike other jurisdictions, Indonesian land titles do not extend beneath the surface of the land and
therefore the owner of a land title has no rights to conduct mining activities on the land in the absence of
a specific mining concession validly existing under the New Mining Law.
Mining concessions cover large areas which typically include within them areas in which other people
have land titles. The New Mining Law does not require the holder of a mining concession to acquire
ownership of the land titles which overlap the mining concession.
The New Mining Law imposes an obligation on holders of mining concessions to come to a “settlement”
with people holding land titles within the mining concession area. The purpose of this “settlement” is to
compensate the land title holder for the disruption to their utilisation of the surface of the land caused
by the mining activities. The Directorate General of Minerals, Coal and Geothermal Energy has stated
that this compensation should not be based on the value of the minerals beneath the land but on the
loss of utility to the land title holder. For example, if agricultural crops will be destroyed, then the amount
of compensation may be based on the value of the crops which will be destroyed. A settlement only

175

REGULATIONS GOVERNING THE INDONESIAN COAL MINING INDUSTRY
needs to be reached with land title holders in areas of the concession which are actually to be affected by
mining activities. There is no requirement to compensate every land title holder whose land title overlaps
with the concession.
Despite the New Mining Law not requiring a land title holder to acquire ownership of overlapping land
titles, mining concessions holders sometimes do choose to acquire ownership of underlying land titles,
particularly in strategic areas. This is to avoid disputes in the future in respect of whether compensation
was adequately provided and to provide legal certainty in respect of the concession holder’s rights to
conduct activities in particular strategic areas.
Registered Land Titles
There are several types of land titles recognised under Indonesian Agrarian Law:

Right of Ownership;



Right to Build;



Right to Cultivate; and



Right of Use.

Right of Ownership (Hak Milik or “HM”) is the strongest and the fullest ownership title over a piece of
land. HM can usually only be held by Indonesian natural persons. It has an unlimited period. Other than
Indonesian natural persons, specific corporations may hold a HM by the determination of the government
of Indonesia. The other land titles allow the holder to utilise the land concerned, but they differ in their
duration, in the nature of utilisation allowed and in the ability of the right to be used for security purposes
by way of placing of a Hak Tanggungan (which is similar to a mortgage).
Right to Build (Hak Guna Bangunan or “HGB”) is the grant of a right upon land authorising the holder
to utilise the land and anything previously or thereafter built upon the land on an exclusive basis for a
certain period. A HGB title may be held only by Indonesian citizens and Indonesian companies, including
the foreign investment company (“PMA Company”) having legal domicile in Indonesia. A HGB title may
be used for security purposes by way of placing of a Hak Tanggungan.
Right to Cultivate (Hak Guna Usaha or “HGU”) is a right that is generally issued on government-owned
land to Indonesian individuals or legal entities, including PMA Company, for agriculture purposes. Its term
is usually thirty five (35) years at most, with a possible extension of twenty five (25) years and a possible
renewal thereafter. The HGU may be used for security purposes by way of placing a by way of placing of
a Hak Tanggungan.
Right of Use (Hak Pakai or “HP”) is a subsidiary right upon land which may be granted by the holder of
any of the land titles mentioned above (HM, HGB and HGU). The HP is the right to use and/or to collect
products from the land. The HP has a limited term according to the contract or decree, as the case may
be. The granting of this right is usually for twenty five (25) years at most, with a possible extension of
twenty (20) years at most, and is ordinarily subject to specific restrictions on the intended use of the land.
Indonesian citizens, legal entities having a representative office in Indonesia, foreign individuals and PMA
Company may possess HP upon land.
Titles to the land are evidenced by the certificates of land titles issued by the relevant local National Land
Agency (Badan Pertanahan Nasional or (“BPN”).
Uncertificated Land (Adat Land)
In addition to the registered land titles as described above, there are also land titles owned by individual
lessors on the basis of local customary (adat) law (adat land) or agrarian land derived from the old Dutch
statutes (western land). Upon the enactment of the Indonesian Agrarian Law, individual’s ownership over
adat land or western land should have been converted into HM. In practice, however, there are still adat
land and western land that have not been converted to date.
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Since Indonesian adat land was not registered in the land registry of the BPN, Individual ownership over
adat land is not evidenced by a land title certificate, but is customarily evidenced by a letter of payment
of land and building tax, such as girik or petuk. Girik or petuk was evidence of payment of tax over adat
land issued by the local authority. Girik or petuk is no longer issued and replaced by land and building tax
return (Pajak Bumi dan Bangunan or “PBB”). Unlike adat land, most of western lands were registered in
the land registry of the land office, and a land certificate was issued as evidence of ownership over such
registered western land. Under the land certificate of western land, land title conferred on the individual
holding the registered western land is eigendom right (this is comparable to HM under the Agrarian Law).
Strictly speaking, the holder of adat land does not have strong legal basis for their ownership because
adat land is not a land title that is recognised by the Agrarian Law. In practice, the holder of adat land, as
long as they can show evidence that they control and occupy the land, and in some cases, pay the tax
in connection with such land, they can defend their right of “ownership”. It is however not applicable in all
cases.
Land Acquisition Procedure
This section will discuss procedure on acquisition of land that are owned by landowners based on local
customary law (adat land).
As stated above, a mining company has the obligation to conduct land acquisition on occupied area that
will be used for mining activities or construction of facilities.
In general, the procedure of land acquisition is as follows:The mining company determines land area that will be acquired for the purpose of mining activities/
construction facilities:i.

the mining company gathers all landowners/occupants in that area and offers an amount for
compensation. In practice, mining company can firstly discuss the terms of land acquisition,
for example amount for compensation, method of payment, with the representatives of the
landowners/occupants. There is no requirement on how far in advance the terms of land acquisition
can be agreed upon by mining company and landowners/occupants;

ii.

once the amount of compensation is agreed, landowners/occupants show evidence of ownership
which customarily evidenced by a letter of payment of land and building tax, such as girik or petuk
or PBB;

iii.

the mining company pays the amount of compensation to the landowners/occupants and followed
by the execution of deed of acquisition or private agreement on sale and purchase of land or deed
of relinquishment by mining company and landowners/occupants. It is also common practise that
the Head of Village (Lurah) and/or the Head of District (Camat) also acknowledge the deed of
acquisition or private sale agreement;

iv.

there are no Government consents or similar required to complete the process of land acquisition;
however, in some cases the Head of Village (Lurah) and/or the Head of District (Camat) may
also issue statement letter stating the transfer of lands from landowners/occupants to the
mining company and all required compensations have been fully paid by the mining company to
landowners/occupants;

v.

many companies acquiring land, such as mining, plantation, power plant companies, have
established practices for documenting the payment of compensation. These may include
photographing the payment and receipt of compensation. This additional documentation are
practices of individual companies, not legal requirements.

vi.

The failure to conduct acquisition on required land for mining activities may in practice affect the
permits, licences and approvals which have been received and/or may be required and/or the
obligations in connection with the overall project.
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Land Utilisation by Mining Company
A mining company is not obliged to hold any land title (i.e. HM, HGB, HGU, HP) in order to utilise land
and conduct mining operation in the mining area.
That mining company will rely on authorised right to mine given by the Government/Regional Government
under the mining license to conduct mining activities (from exploration stage to production operation
stage).
In practice, most mining companies will only require land relinquishment (pembebasan tanah) of those
parts of the mining area which will be used for the actual mining and related activities. For example, a
mining company may have an area of 1,000 ha under its mining license but the area where it actually
conducts mining operations and other activities (roads etc) may only be an area of 500 ha. The mining
company would only require to relinquish the area of 500 ha (“Active Area”) and there would be no
obligation on the mining company to relinquish of the balance of the whole area under its mining license
(“Non-Active Area”) as the existing land owners would continue to occupy the Non-Active Areas.
There is no requirement for the mining company to relinquish of the whole of the Active Area before
starting its mining activities; the acquisition could be done in stages as parts of the Active Area are
required. There may be practical reasons for mining companies to relinquish all of the Active Area prior
to starting mining but some mining companies will proceed in stages as their commercial position will not
permit them to pay compensation for all of the Active Area before they have started any mining activities.
Other Regulations Related To Mining Operations
Other relevant regulations that may be applicable to mining operations include regulations regarding the
use of groundwater and technical guidelines to control air pollution from immovable sources.
Companies that propose to explore, drill and acquire groundwater for their operations are required to
comply with the provisions of Decree of Minister of Energy and Mineral Resources Number 1451K/10/
MEM/2000, including obtaining licenses to explore, drill and acquire groundwater and submitting periodic
reports with regard to the activities. Failure to comply with the abovementioned provisions can lead to the
suspension or revocation of the relevant licenses or permits.
A mining company’s operations may also be subject to Government regulations concerning the following:
(i)

Use and operation of special ports/terminals
Indonesian law classifies private terminals as either (a) a special terminal, meaning a terminal
located outside the working area (Daerah Lingkungan Kerja/ “DLKr”) and the interest area (Daerah
Lingkungan Kepentingan Pelabuhan/ “DLKp”) of a public port that supports activities related to the
company’s main business; or (b) a terminal for internal use, meaning a terminal located within a
DLKr and DLKp of a public port. Pursuant to the Law No. 17 of 2008 on Sea Transport (Pelayaran)
(“Law 17/2008”) and Government Regulation No. 61 of 2009 concerning Ports (“GR 61/2009”),
which replaced the previous regulatory framework relevant to ports and terminals. Location permits
are issued by the Minister of Transportation and are different from the location permits issued
by the land office which evidence acquisition and possession of a land area. Decree of Minister
of Transportation, No. 51 of 2011 regarding Special Terminal and Terminal for Internal Use, the
implementing regulation for Law 17/2008 and GR 61/2009, states that a special terminal location
permit will be issued based on recommendations by the governor, mayor or regent, as applicable.
In addition, in order to build and operate a special terminal, the Indonesian entity must also obtain
a construction license issued by the Directorate General of Sea Communications and an operating
license issued by the Minister of Transportation. A construction license holder must commence
construction of its special terminal within one (1) year and complete construction within three (3)
years of the date the license is issued. The operating license is valid for five (5) years and may
be extended. If the license expires, the terminal operator will no longer have the right to operate
the special terminal and criminal sanctions can be imposed if the terminal operator continues to
operate the special terminal.
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(ii)

Storage and usage of explosive materials
The storage and use of explosive material is the subject of Decree of Minister of Mining and
Energy No. 555.K/26/M.PE/1995 dated 22 May 1995 on General Mining Work Safety and Health
and Chief of the Police Force of the Republic of Indonesia Regulation No. 2 of 2008 on Monitoring,
Control and Security of Commercial Explosive Material dated 29 April 2008 (“CPFRI Regulation
No. 2 Year 2008”). Pursuant to CPFRI Regulation No. 2 Year 2008 there are several licenses that
should be obtained, including the explosive material warehouse license, the ownership, possession
and storage license and the explosive material purchase and usage license for the use and storage
of explosive materials.

(iii)

Radio Concession Permit
Pursuant to Article 3 of Decision of the Minister of Tourism, Post and Telecommunication No.
KM.124/PT.307/MPPT-91 concerning Concession Radio (“Radio Konsesi”), utilisation of radio
telecommunication device for a special purpose must obtain a specific license namely Radio
Concession Permit. This license is issued by Ministry of Tourism, Post and Telecommunication or
currently known as Minister of Communication and Information. The company must only use the
radio device connection for internal purpose of communication between the headquarters and
branch office or from a branch office to another branch office. A company holding radio concession
permit will be prohibited to establish connection with radio telecommunication device that is use for
public purpose. There is official administration cost that will be imposed upon the issuance of Radio
Concession Permit.

(iv)

Special Airport Permit
The operation and management of an airport for personal use/special airport is subject to the
provision of Government Regulation No. 70 of 2011 regarding airport. The Government regulation
provides that the construction and operation of airport for personal use must obtain respectively (i)
operational and (ii) construction license of special airport. Both licenses are issued by the Ministry
of Transportation or regional government (regent or major) based on their authorisation. The
operator of special airport is prohibited to utilise the airport for public purposes without a specific
permit from Ministry of Transportation in emergency situation.

(v)

Power Generation for Internal Use
Pursuant to Law No. 30 of 2009 regarding Electricity (“Law 30/2009”) and Government Regulation
No. 14 of 2012, a company that uses a power plant to generate electricity for its own use shall
obtain a license to operate power plant namely Operational License. The power plant for internal
use (or commonly known as Captive Power Plant) usually is constructed by a company engaging
in certain activities in order to provide simultaneous electricity supply for the operation without
relying to services from other parties. Until now, the government has not issued the implementing
regulation of Operational License, some implementing regulation of Old Electricity Law No. 15
of 1985 (“Law 15/1985”), especially related to Captive Power Plant, still serves as implementing
regulation in constructing the power plant.
The term Operational License itself is introduced by Law 30/2009. However, since the implementing
regulation of the Operational License has not been issued; therefore in practice the relevant
authority still issues the license for Captive Power Plant under the term of Law 15/1985, i.e.
Electricity Business License for Private Interest (Izin Usaha Ketenagalistrikan untuk Kepentingan
Swasta or “IUKS”).
Non-compliance with these requirements may result in a sanction imposed by the Government in
accordance with the applicable laws and regulations.
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Our financial statements are expressed in US Dollars. The exchange rates for IDR:S$, IDR:US$ and
S$:US$ as outlined in the tables below are presented solely for information only. The tables and
figures below should not be construed as representations that those Singapore Dollar, Indonesian
Rupiah or US Dollar amounts could have been, could be or would be, converted or convertible
into the respective mentioned currencies at any particular rate, the rate stated below, or at all.
The following table sets out the high and low daily closing exchange rates between the Singapore Dollar
and the US Dollar for each of the past six months prior to the Latest Practicable Date. The table illustrates
how many US Dollars it would take to buy one Singapore Dollar.
US$:S$
Period

High

Low

March 2012

0.8002

0.7886

April 2012

0.8082

0.7921

May 2012

0.8092

0.7759

June 2012

0.7904

0.7736

July 2012

0.8033

0.7863

August 2012

0.8059

0.7975

1 September 2012 to the Latest Practicable Date

0.8195

0.8015

The following table sets forth, for the financial year indicated, how many US Dollars it would take to buy
one Singapore Dollar, based on the average month-end exchange rates over the respective financial
years.
US$:S$
Average
Closing
Exchange Rate Exchange Rate

Period
FY2009

0.6892

0.7117

FY2010

0.7365

0.7792

FY2011

0.7981

0.7713

As at the Latest Practicable Date, the exchange rate between the US Dollar and the Singapore Dollar
was US$0.8168:S$1.00.
The exchange rates above are extracted from published information by Bloomberg L.P.. Bloomberg L.P.
has not consented to the inclusion of the exchange rates quoted under this section for the purposes of
Section 249 of the Securities and Futures Act and is thereby not liable for these exchange rates under
Sections 253 and 254 of the Securities and Futures Act. Our Company and the Vendors have included
the above exchange rates in the proper form and context in the Prospectus and have not verified the
accuracy of these exchange rates. Our Company and the Vendors have included the above exchange
rates in the proper form and context in the Prospectus and have not verified the accuracy of these
exchange rates.
The following is a description of the exchange controls that exist in the jurisdictions which our Group
operates in.
Singapore
Currently, no foreign exchange control restrictions are enforced in Singapore.
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Indonesia
There are no foreign exchange controls in the strict sense of the word in Indonesia. Law No. 24 Year
1999 concerning the Flow of Foreign Exchange and Exchange Rate System (“Law No. 24/1999”)
provides that a person may freely hold, use and transfer foreign exchange. However, pursuant to Law No.
24/1999, Bank Indonesia imposes reporting requirements for the movement of asset and foreign financial
liabilities between residents and non-residents including the movement of asset and foreign financial
liability among nationals. Bank Indonesia Regulation No. 13/15/PBI/2011 dated 23 June 2011 concerning
Monitoring of Foreign Exchange Activities of Non-Bank Companies imposes the reporting requirements to
corporate bodies and other bodies domiciled (and those that have total assets or gross selling revenue of
one (1) hundred billion Rupiah) to provide information and data on foreign exchange activities conducted
by themselves and through third parties.
There is no restriction for Indonesian residents to open and hold offshore accounts.
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Chief Executive Officer

Huang She Thong

35

c/o 10 Anson Road #20-16, International Plaza,
Singapore 079903

Executive Director

Soh Chun Bin

38

7 Thomson Lane #38-05, Singapore 297725

Independent Director

Lu King Seng

42

291 Upper East Coast Road, Singapore 466432

Independent Director

Ong Beng Chye

44

853 Mountbatten Road #05-03, Singapore 437838

Independent Director

Karyono

46

Jl. Ciganitri No. 9B, Bandung 40287, Indonesia

Independent Director

Information on the business and working experience, education and professional qualifications, if any, and
areas of responsibilities of our Directors are set out below:Mr Charles Antonny Melati is one of the founders of our Group and is currently Executive Chairman of
our Group. Having identified potential in the Indonesian coal mining industry, he established our Group in
2008 and together with the other founders of our Group, he procured, mobilised and organised relevant
experienced staff and resources for the setting up of our business and operations. Since our Group’s
first coal cooperation contract in October 2008, Mr Charles Antonny Melati has been building up his
knowledge and contacts in the coal mining industry through, inter alia, (i) hands-on management of our
Group’s coal mining operations; (ii) business dealings with industry players; (iii) participating in seminars
and conferences; and (iv) interactions with relevant government authorities. His learning curve was
complemented by the commitment of adequate financial resources and dedication of sufficient time and
resources to support the implementation of our Group’s coal mining operations. As Executive Chairman,
he oversees the overall strategic directions and expansion plans for the growth and development of
our Group. Prior to his appointment, Mr Charles Antonny Melati was an entrepreneur in the property
development and hotel industry from 1991 to 2006. From 2006 to 2008, Mr Charles Antonny Melati was
involved in the setting up and operation of PT Trivesta Polymas Perkasa which is principally engaged
in the manufacture of cast polypropylene for flexible food packaging in Jakarta, Indonesia. From 2004
to 2010, Mr Charles Antonny Melati was involved in the setting up and operations of a tug and barge
business in Singapore and Indonesia. In 1987, Mr Charles Antonny Melati graduated with a Surat Tanda
Tamat Belajar (Sekolah Menengah Pertama (SMP) (which is equivalent to the Ordinary Level General
Certificate of Education).
Mr Dhamma Surya is one of the founders of our Group and is currently Chief Executive Officer of
our Group. Having identified potential in the Indonesian coal mining industry together with the other
founders of our Group, he established our Group in 2008 and supported Mr Charles Antonny Melati in
the initial stages of our Group through setting up and managing our business and operations. Similar
to Mr Charles Antonny Melati, Mr Dhamma Surya had, since our Group’s first coal cooperation contract
in October 2008, been accumulating his working knowledge and contacts in the coal mining industry
through, inter alia, (i) hands-on management of our Group’s coal mining operations; (ii) business
dealings with industry players; (iii) participating in seminars and conferences; and (iv) interactions with
relevant government authorities. Being responsible for setting up and overseeing the day-to-day and
detailed aspects of our ground operations, Mr Dhamma Surya has spent considerable time at the coal
mining sites and is conversant with our Group’s coal mining operations. As Chief Executive Officer, he
is responsible for the overall business and general management of our Group. He is currently also a
director of Master Resources International Limited and Bounty Success Ventures Ltd, and oversees the
overall management and operations of both companies. Prior to his appointment, Mr Dhamma Surya was
an entrepreneur in the property development and construction industry in Indonesia. Between 1990 and
2002, he ran a contractor cum household maintenance services business in Dumai, Riau Province, as
the President Director of PT Prakarsa Central Buana. Thereafter, between 2003 and 2006, he worked
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with various business associates in constructing and developing shophouses and houses in Pekanbaru,
Riau Province in their personal capacities. In 2007, he started exploring and learning about the coal
mining industry before establishing the Group in 2008. Mr Dhamma Surya graduated from Sekolah
Menengah Umum Tingkat Atas Negeri in 1984 with a Surat Tanda Tamat Belajar (Sekolah Menengah
Umum Tingkat (SMA) (which is equivalent to the Advanced Level General Certificate of Education).
Mr Huang She Thong is one of the founders of our Group and is currently our Group’s Executive
Director. Having identified potential in the Indonesian coal mining industry together with the other
founders of our Group, he established our Group in 2008 and has played a pivotal role in the growth and
development of our Group. As our Executive Director, he oversees the business developments and sales
targets of our Group. Prior to his appointment, he was a sole proprietor, operating a furniture store and
mini market (from 2001 to 2007) in Pekanbaru, Riau Province, Sumatra, Indonesia. He was also a vicedirector of PT Royal Bintan International which operates the Hotel Royal Palace (from 2000 to 2001) in
Tanjung Pinang, Riau Province, Sumatra, Indonesia. Mr Huang She Thong graduated from the Australian
School of Tourism and Hotel Management with an Advanced Diploma of Hospitality Management in 2001.
Mr Soh Chun Bin is the Lead Independent Director of our Company and was appointed to our Board
on 25 September 2012. He has more than twelve (12) years of experience in the legal industry. He is
currently the chief executive officer of China Titanium Ltd, a company listed on the SGX-Catalist. Prior
to his current appointment, Mr Soh Chun Bin was a partner in the equity capital markets department
of Stamford Law Corporation. He had advised on many Singapore and international initial public
offerings of corporations and real estate development trusts, as well as on post-listing fund-raising,
including secondary listings. He had also provided advice to sponsored Catalist companies. He has been
recognised as a leading lawyer by legal publications such as Chambers and Partners, and Asialaw. Mr
Soh Chun Bin graduated from the National University of Singapore with a Bachelor of Law (Honours) in
1999.
Mr Lu King Seng is an Independent Director of our Company and was appointed to our Board on 25
September 2012. Mr Lu King Seng has more than six (6) years of commercial experience as Chief
Financial Officer and nine (9) years of audit experience in London, Singapore and Malaysia. Since 2005,
Mr Lu King Seng has assumed the role of chief financial officer in SinCo Technologies Pte Ltd and SinCo
Group Holdings Pte Ltd. He oversees the accounting, treasury, legal and finance matters including group
restructurings and mergers and acquisitions. From 2002 to 2004, he joined Deloitte & Touche (Singapore)
as an audit manager and was responsible for the audits of listed companies, multinational corporations
and small and medium-sized enterprises from the technology, engineering and manufacturing industries.
In 2000, he joined Arthur Andersen (which was subsequently merged with Ernst and Young (Singapore)
in 2002) as an audit senior and was promoted to Audit Manager in 2001. He was involved in the
audits of numerous public limited companies and multinational corporations in the shipping, contract
manufacturing, logistics, confectionary and construction industries. From 1997 to 1998, he joined
PriceWaterhouse (Malaysia), and then KPMG (Singapore) from 1998 to 1999. During these periods, he
was involved in the audits of public limited and medium-sized companies. He was an audit semi-senior at
Rubin Winter & Co (London) from 1995 to 1997. Mr Lu King Seng is a fellow member of the Association
of Certified Chartered Accountants, as well as a non-practising member of the Institute of Certified Public
Accountants of Singapore. He is also a member of the Singapore Institute of Directors. Mr Lu King Seng
graduated from Emile Woolf London and obtained a professional qualification from the Association of
Certified Chartered Accountants in 1995.
Mr Ong Beng Chye is an Independent Director of our Company and was appointed to our Board on 25
September 2012. He has more than twenty (20) years of experience in the financial sector. Since the end
of 2006, he joined Appleton Global Private Limited as director and is providing business management
and consultancy services. Concurrently since 2007, he joined Higson International Pte Ltd as group
financial controller of Higson International Pte Ltd, a retailer and manufacturer of sportswear. He is also
presently the lead independent director and chairman of the audit committee of Hafary Holdings Ltd and
Kitchen Culture Holdings Ltd, and a non-executive director of Heatec Jietong Holdings Ltd. From 2005
to 2006, he was an executive director and chief financial officer of Time Watch Investments Limited, a
watch manufacturer and retailer. In 2004, he was an executive director and vice-president of SAC Capital
Private Limited, a merger and acquisition advisory and corporate advisory firm. From 1998 to 2004, he
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was a senior manager in Deloitte & Touche LLP in Singapore. Prior to this, he was with Jupiter Asset
Management in Malaysia from 1997 to 1998, Seacorp-Schroders in Malaysia from 1995 to 1997 and
Deloitte & Touche (London) from 1990 to 1995. He is a fellow of The Institute of Chartered Accountants
in England and Wales, a Chartered Financial Analyst conferred by The Institute of Chartered Financial
Analysts and a non-practising member of the Institute of Certified Public Accountants of Singapore. Mr
Ong Beng Chye obtained a Bachelor of Science (Honours) from The City University, London in 1990.
Mr Karyono is an Independent Director of our Company and was appointed to our Board on 25
September 2012. He has more than twenty (20) years of experience in the coal mining industry (including
mining engineering academia). He is currently employed as head of the engineering division of PT KTC
Coal Mining & Energy, where he manages the geology, mine plan and survey departments. From 2009
to 2011, he worked at PT Berau Bara Energi as a senior mine engineer and manages and oversees
both the geology, mine plan and survey department as well as the production department of a mine site.
From 2007 to 2008, he assumed the role of mine project coordinator at PT Yucoal Energi Resources,
PT Batubara Selaras Sapta and PT Nusalucky Tama. From September 2006 to July 2007, he worked at
PT Bara Pratama Agung. In 2006, he worked first as a mine project coordinator and mine engineering
superintendent at PT Mahakam Prima Akbar Sejati from January to June, then as the geotechnic
engineer at PT Bukit Mandiri (BUMA) from June to September. From October 2004 to December 2005,
he worked as a mine project coordinator and a mine engineering superintendant at PT Alhasanie. From
1993 to 2006, he was also a lecturer in the mining engineering study programme of Universitas Islam
Bandung, Bandung. He had been appointed as the division head of administration and student affairs
of the engineering faculty in 1997, and then the assistant dean of the engineering faculty in 1999.
Concurrently from 1993 to 1994, he was also chief of the chemistry laboratory. From 1992 to 1993, he
was a mine planning engineer at PT Lusang Mining and was extensively involved in the monitoring and
planning of mine operations and design, as well as mine rehabilitation. From 1990 to 1991, he worked
at PT Lusang Mining, Bengkulu as a mine ventilation officer, and then subsequently as a mine technical
and ventilation engineer from 1991 to 1992. Mr Karyono obtained a Masters in Geomechanics from the
mining engineering department of the Bandung Institute of Technology in 1997, as well as a Bachelor’s
degree in Mining Engineering from Unisba Bandung in 1989.
None of our Directors have prior experience as a director of a listed company, save for (i) Mr Soh Chun
Bin who is on the board of Asia Fashion Holdings Limited; and (ii) Mr Ong Beng Chye who is on the
board of Hafary Holdings Limited, Heatec Jietong Holdings Ltd. and Kitchen Culture Holdings Ltd..
Each of the Directors has, nonetheless, attended the required training session to familiarise themselves
with the roles and responsibilities of a director of a company listed on the SGX-ST.
Relationships between our Executive Directors, Controlling Shareholders, Substantial
Shareholders and Executive Officers
Our Executive Chairman, Charles Antonny Melati, our Executive Director Huang She Thong, and our
Executive Officers Richard Kennedy Melati and Ng See Yong are brothers. Charles Antonny Melati,
Huang She Thong, Richard Kennedy Melati and Ng See Yong are also shareholders of our Controlling
Shareholder, Master Resources.
Our Chief Executive Officer, Dhamma Surya, and our Executive Officer, Darmin, are brothers. Dhamma
Surya and Darmin are also shareholders of our Controlling Shareholder, Master Resources.
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Save as disclosed below, none of our Directors currently holds or has held any directorships in any
company in the past five (5) years preceding the date of this Prospectus:Name

Present directorships

Past directorships

Charles Antonny Melati

Within our Group

Within our Group

Geo Coal International Pte. Ltd.
Geo Energy Resources Limited

PT Geo Energy Coalindo
PT Mitra Riau Pratama

Outside our Group

Outside our Group

Bounty Success Ventures Ltd
Glory Bros Trading Pte. Ltd.
Master Resources International Limited
Pacific Ferry Pte. Ltd.
PT Bintan Royal International Hotel
PT Libra Melati Investment
PT Libra Melati Manufacture

Kai Zhou Shipping Pte. Ltd.
Libra Melati Pte. Ltd.
(voluntarily struck off)
PT Deli Mitra Bahari
PT Millenium Barelang Perkasa
PT Karya Dwi Harapan
PT Prima Energytama
Teng Long Pte. Ltd.
PT Barelang Perkasa Motorindo
PT Pelayaran Lestari Papua Bahari
PT Simpang Rupat Sejahtera
Sindo Resources Pte. Ltd.
Sinindo Shipping Pte. Ltd.

Within our Group

Within our Group

Geo Coal International Pte. Ltd.
Geo Energy Resources Limited

–

Outside our Group

Outside our Group

Bounty Success Ventures Ltd
Master Resources International Limited

–

Within our Group

Within our Group

PT Bumi Enggang Khatulistiwa
Geo Coal International Pte. Ltd.
Geo Energy Resources Limited
PT Mitra Nasional Pratama
PT Mitra Riau Pratama

–

Outside our Group

Outside our Group

Glory Bros Trading Pte. Ltd.
Master Resources International Limited
PT Libra Melati Investment
PT Libra Melati Manufacture
PT Libra Melati Property

Libra Melati Pte. Ltd.
(voluntarily struck off)
PT Millenium Barelang Perkasa
PT Prima Energytama

Dhamma Surya

Huang She Thong
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Name

Present directorships

Past directorships

Soh Chun Bin

Within our Group

Within our Group

Geo Energy Resources Limited

–

Outside our Group

Outside our Group

7Five Capital Pte. Ltd.
Asia Fashion Holdings Limited
Triyards Holdings Limited

Ariane Investments Mezzanine Pte.
Ltd. (voluntarily struck off)
Asia Paper Group Ltd.
Cee Tech and Management Pte. Ltd.
Saluno Investments Pte. Ltd.
Stamford Corporate Services Pte. Ltd.
Winjaya Investments Pte. Ltd.
(voluntarily struck off)

Within our Group

Within our Group

Geo Energy Resources Limited

–

Outside our Group

Outside our Group

Lu King Seng

Seals Investment Holdings Pte Ltd
SinCo Tianjin Co., Ltd
SinCo Tooling Technologies Sdn Bhd
Swiftronic Pte Ltd
Swiftronic Holding Pte. Ltd.
SinCoat Pte Ltd
SynTech (Tianjin) Co., Ltd
SY Tech (Tianjin) Co., Ltd
Ong Beng Chye

Karyono

SinCo Technologies Pte Ltd
Startech Moulding Technologies Pte
Ltd (voluntarily struck off)
SynTech Control Systems Pte Ltd
(voluntarily struck off)

Within our Group

Within our Group

Geo Energy Resources Limited

–

Outside our Group

Outside our Group

Appleton Global Private Limited
Hafary Holdings Limited
Heatec Jietong Holdings Ltd.
Kitchen Culture Holdings Ltd.

ES Shipping Pte. Ltd.

Within our Group

Within our Group

Geo Energy Resources Limited

–

Outside our Group

Outside our Group

–

–
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EXECUTIVE OFFICERS
Our day-to-day operations are entrusted to our Executive Directors who are assisted by a management
team of experienced Executive Officers. The particulars of our Executive Officers are set out below:Name

Age Address

Position

Darmin

45

JL. H.AM. Rifaddin. Complex Grand
Taman Sari Block B2 No. 9
Samarinda Kaltim 75131 Indonesia

Head, Operations

Richard Kennedy Melati

39

JL. Gunung Bromo No. 16 Tmn. Bromo,
RT/RW 002/008, Kelurahan Bencongan
Indah, Kecamatan Kelapa Dua, Kota
Tangerang

Head, Fleet Management

Tan Cheang Shiong

33

Block 261A Sengkang East Way #07-422
Singapore 541261

Chief Financial Officer

Ng See Yong

34

JL. Bukit Indah Raya III, No. 45 Sukajadi,
Batam Island 29444, Indonesia

Head, Corporate and Human
Resource

Junanto

47

Apt. Atap Merah #2195 JL. Pecenongan
No. 72 Jakarta Pusat, Indonesia

Head, Marketing

Information on the business and working experience, education and professional qualifications, if any, and
areas of responsibilities of our Executive Officers are set out below:Mr Darmin is one of the founders of our Group and is currently Head, Operations of our Group. Having
identified potential in the Indonesian coal mining industry together with the other founders of our Group,
he established our Group in 2008 and has played a pivotal role in the growth and development of our
Group. As our Head, Operations, he oversees business operations, including the mining and port loading
operations. He was first a partner then a director of PT Cipta Serbajaya Abadi (formerly known as CV
Serba Jaya Abadi), which is principally engaged in the business of supplying hardware to oil and gas
companies in Dumai, Riau Province, Indonesia, from 1991 to 2011. Mr Darmin graduated from Swasta
lancing Kuning di Dumai with a Surat Tanda Tamat Belajar (Sekolah Menengah Umum Tingkat Pertama
(SMP)(which is equivalent to the Ordinary Level General Certificate of Education) in 1984.
Mr Richard Kennedy Melati joined our Group as an operations manager in 2009 and he is currently
our Head, Fleet Management. As our Head, Fleet Management, he oversees business operations,
including the mining and loading port operations. Prior to his appointment, he was an entrepreneur in
the construction industry in Indonesia. He was a director of PT Dwi Putra Anjaya, which is principally
engaged in the business of construction in Batam, Riau, Indonesia, from 1999 to 2009. He was also a
director PT Alexindo Graha Pratama, which is principally engaged in the business of hotel management
in Batam, Kepri, Indonesia, from 1996 to 1999. Mr Richard Kennedy Melati graduated from SMP Swasta
Santo Tarcisius with a Sekolah Menengah Pertama (which is equivalent to the Ordinary Level General
Certificate of Education) in 1991.
Mr Tan Cheang Shiong joined our Group as our Chief Financial Officer in March 2011. As our Chief
Financial Officer, he is responsible for overseeing the financial and accounting management and
reporting. Prior to his appointment, Mr Tan Cheang Shiong was the assistant controller, South East
Asia, of Honeywell Pte Ltd from 2007 to 2011, where he was responsible for, inter alia, internal and
external audits as well as taxation matters in connection with the group’s companies in the South East
Asia region. He was also the finance manager, Sunningdale Tech Ltd from 2006 to 2007, where he was
responsible for, inter alia, preparation of consolidated financial statements, implementation and monitoring
of internal control matters as well as ensuring compliance with the continuing listing obligations of the
SGX. He was also an auditor with Deloitte & Touche (Singapore) from 2000 to 2006, last held position
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was assistant audit manager, where he was involved in various IPO projects and the audit of several
clients listed on the SGX-ST. Mr Tan Cheang Shiong obtained a professional qualification from the
Association of Chartered Certified Accountants in 2002 and is also a member of the Institute of Certified
Public Accountants of Singapore. Mr Tan Cheang Shiong graduated from Ngee Ann Polytechnic with a
Diploma in Accountancy (Merit) in 2000.
Mr Ng See Yong joined our Group as our Head, Corporate and Human Resource in January 2012.
As our Head, Corporate and Human Resource, he is responsible for overseeing and managing the
corporate affairs of our Group as well as the Corporate Human Resource matters particularly in the area
of recruiting, benefits and employment relation matters. Prior to and concurrently with his appointment,
Mr Ng See Yong is an entrepreneur in the hospitality industry in Batam and Tanjung Pinang, Kepri,
Indonesia and Dumai, Riau Province, Indonesia and was the director of Ud Triayu Lestari, which operates
the Miracle Aesthetic Clinic in Batam, Indonesia from 2005 to date. He is also a director of PT Alexindo
Grahapratama which operates Mercure Hotel Batam, formerly known as Royal Batam Hotel in Batam,
Kepri, Indonesia from 1999 to date. He is also a director of PT Bintan International Hotel which operates
Comfort Tanjung Pinang Resort in Tanjung Pinang, Kepri, Indonesia from 1997 and a director of PT Bali
Furindo, a furniture retailer from 2000. Mr Ng See Yong graduated from the Australian School of Tourism
and Hotel Management with a Diploma of Hospitality Management in 1999.
Mr Junanto joined our Group as Head, Marketing, in March 2011. As Head, Marketing, he devises, plans
and implements marketing strategies to increase our Group’s customer base and maximise sales. Prior to
his appointment, Mr Junanto was a managing director of PT Royal Energy Resources from 2008 to 2010.
He was also a director of PT Royal Prime Resources from 2009 to 2011. He was also a director of PT
Royal Prince Travel from 2009. He was also director of PT Niaga Hijau Lestari from 2000 to 2005. He was
also managing director of Unipro CV & BV from 1996 to 2000. He was also general manager of PT Teluk
Intan from 1996 to 2000. He was also export manager of PT Sungai Budi from 1992 to 1996. He was
also an account manager of Haga Bank from 1991 to 1992. Mr Junanto graduated from the University of
Toledo with a Masters of Business Administration (Finance) in 1990 and from the Trisakti University with a
Bachelors of Science in Electrical Engineering in 1988.
Save as disclosed in the sections entitled “General Information on our Group - Shareholders” and
Directors, Executive Officers and Staff” of the Prospectus, none of our Directors and Executive Officers
has any family relationship with each other or with any Substantial Shareholder of our Company.
There is no arrangement or understanding with any Substantial Shareholder, customer or supplier of our
Group or any other person, pursuant to which any of our Directors or Executive Officers was selected as
a director or executive officer of our Group.
Saved as disclosed below, none of our Executive Officers currently holds or has held any directorships in
any company in the past five (5) years preceding the date of this Prospectus.
Name

Present directorships

Past directorships

Darmin

Within our Group

Within our Group

Geo Coal International Pte. Ltd.
PT Bumi Enggang Khatulistiwa
PT Sumber Bara Jaya

Geo Energy Resources Pte. Ltd.
PT Geo Energy Coalindo
PT Mitra Riau Pratama

Outside our Group

Outside our Group

Master Resources International Limited
PT Geo Surya Energy

CV Padang Batuah
PT Barelang Perkasa Motorindo
PT Bumi Betuah
PT Cipta Serbajaya Abadi (formerly
known as CV Serba Jaya Abadi)
PT Dwi Karya Cemerlang
PT Karya Dwi Harapan
PT Prima Energytama
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Name

Present directorships

Past directorships

Richard Kennedy Melati

Within our Group

Within our Group

Geo Coal International Pte. Ltd.
PT Mitra Nasional Pratama
PT Sumber Bara Jaya

PT Geo Energy Coalindo
Geo Energy Resources Pte. Ltd.

Outside our Group

Outside our Group

Glory Bros Trading Pte. Ltd.
Master Resources International Limited
Melatindo Brothers Sdn Bhd
PT Libra Melati Property

Libra Melati Pte. Ltd.
(voluntarily struck off)
PT Cipta Mas Sentosa
PT Dwi Karya Cemerlang
PT Dwi Purta Anjaya
PT Headwind Indonesia
PT Millenium Barelang Perkasa
PT Prima Energytama

Within our Group

Within our Group

–

–

Tan Cheang Shiong

Outside our Group

Outside our Group

–

–
Ng See Yong

Junanto

Within our Group

Within our Group

PT Geo Energy Coalindo

–

Outside our Group

Outside our Group

Glory Bros Trading Pte. Ltd.
Master Resources International Limited
PT Alexindo Grahapratama
PT Bali Furindo
PT Bintan Royal International Hotel
PT Libra Melati Investment
PT Libra Melati Manufacture
PT Libra Melati Property
Ud Triayu Lestari
Universal Global Investment Pte. Ltd.

Libra Melati Pte. Ltd.
(voluntarily struck off)
PT Millenium Barelang Perkasa

Within our Group

Within our Group

–

–

Outside our Group

Outside our Group

–

PT Royal Prime Resources
PT Royal Energy Resources
PT Royal Prince Travel
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STAFF
As at 31 March 2012, we have 961 employees, of which 835 employees are involved in operating and
managing our mines. We believe that our relationship with our employees is good. None of our employees
belong to labour unions.
We employ a significant number of temporary employees. For FY2011, our average number of temporary
employees was 235.
The table below shows the breakdown of the full-time employees of our Group by activity as of the end of
the last three (3) financial years and for FP2012:As at 31 December
Segmented by activity

2009

2010

2011

As at 31
March 2012

Support and General workers

444

612

666

789

–

1

11

12

32

28

58

99

–

5

8

10

20

38

60

46

–

–

3

5

496

684

806

961

Procurement
Administrative and Finance
Management/Executive
Mining/Production
Sales and marketing
Total

The increase in the number of our employees is in line with the growth of our business operations.
The geographical breakdown of our full-time employees is as follows:As at 31 December
Location

2009

2010

2011

As at 31
March 2012

Singapore

–

3

8

10

Indonesia

496

681

798

951

Total

496

684

806

961

Save for CPF contributions and other statutory contributions both in Singapore and Indonesia as well
as the retirement benefit obligations as disclosed in the Section entitled “Management’s Discussion
and Analysis of Results of Operations and Financial Position – Review of Financial Position” of this
Prospectus, we have not set aside or accrued any amounts to provide for pension, retirement or similar
benefits for any of our employees.
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REMUNERATION OF DIRECTORS, EXECUTIVE OFFICERS AND RELATED EMPLOYEES
Directors and Executive Officers
The compensation paid to our Directors and Executive Officers (which includes benefits-in-kind and
bonuses) for services rendered to us on an aggregate basis and in remuneration bands of $250,000(1)
during FY2010 and FY2011 (being the two most recent completed financial years) and as estimated
for FY2012, excluding bonuses and any profit sharing plan or any other profit-linked agreement or
arrangement, is as follows:-

FY2010

FY2011

FY2012
(Estimated)

Charles Antonny Melati

Band A

Band B

Band B (2)

Dhamma Surya

Band A

Band A

Band B (2)

Huang She Thong

Names
Directors

Band A

Band A

Band B

Soh Chun Bin

–

–

Band A

Lu King Seng

–

–

Band A

Ong Beng Chye

–

–

Band A

Karyono

–

–

Band A

Darmin

Band A

Band A

Band B

Richard Kennedy Melati

Band A

Band A

Band B

–

Band A

Band B

Executive Officers

Tan Cheang Shiong
Ng See Yong

–

–

Band A

Junanto

–

Band A

Band A

Notes:(1)

Band A: Compensation from $0 to $250,000 per annum.
Band B: Compensation from $250,001 to $500,000 per annum.
Band C: Compensation from $500,001 and above.

(2)

The estimated amount of remuneration payable in FY2012 excludes any bonuses and profit sharing plan or any other profitlinked agreement or arrangement.

Employees who are related to our Directors and Substantial Shareholders/Controlling
Shareholders
For FY2010 and FY2011, the aggregate remuneration (including CPF contributions thereon and bonus) of
employees (excluding Executive Officers) who are related to our Directors and Substantial Shareholders/
Controlling Shareholders (including related employees who have since left our Group) amounted to
approximately $62,000 and $340,000 respectively.
For the current financial year ending 31 December 2012, the estimated aggregate remuneration
(including CPF contributions thereon and bonus) of employees (excluding Executive Officers) who
are related to our Directors and Substantial Shareholders/Controlling Shareholders is approximately
$672,000.
These employees are namely:(a)

Mr Yanto Melati is the brother of our Executive Directors, Charles Antonny Melati and Huang She
Thong and our Executive Officers, Richard Kennedy Melati and Ng See Yong. Mr Yanto Melati is
employed as Corporate Senior Manager in our Group;

(b)

Ms Yanti Ng is the sister of our Executive Directors, Charles Antonny Melati and Huang She Thong
and our Executive Officers, Richard Kennedy Melati and Ng See Yong. Ms Yanti Ng is employed as
Regional Operations and Administrative Manager in our Group;
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(c)

Mr Tanny is the spouse of Ms Yanti Ng, who is the sister of our Executive Directors, Charles
Antonny Melati and Huang She Thong and our Executive Officers, Richard Kennedy Melati and Ng
See Yong. Mr Tanny is employed as Manager of Purchasing in our Group;

(d)

Ms Merda Surya is the daughter of our Chief Executive Officer, Dhamma Surya, and the niece of
our Executive Officer, Darmin. Ms Merda Surya is employed as a marketing staff in our Group;

(e)

Mr Junaidi is the half-brother of our Chief Executive Officer, Dhamma Surya, and our Executive
Officer, Darmin. Mr Junaidi is employed as a purchasing staff in our Group;

(f)

Ms Jenny is the niece-in-law of our Chief Executive Officer, Dhamma Surya and our Executive
Officer, Darmin. Ms Jenny is employed as an accounting and finance assistant manager in our
Group;

(g)

Mr Rusdi Suanto is the cousin of our Chief Executive Officer, Dhamma Surya, and our Executive
Officer, Darmin. Mr Rusdi Suanto is employed as a general affairs manager in our Group;

(h)

Ms Ningsih is the niece of our Chief Executive Officer, Dhamma Surya, and our Executive Officer,
Darmin. Ms Ningsih is employed as an administrative staff in our Group;

(i)

Mr Lim Kok Wah, Eric is the brother-in-law of our Executive Directors, Charles Antonny Melati and
Huang She Thong and our Executive Officers, Richard Kennedy Melati and Ng See Yong. Mr Lim
Kok Wah, Eric is employed as a marketing staff in our Group; and

(j)

Mr Kasim is the half-brother of our Chief Executive Officer, Dhamma Surya, and our Executive
Officer, Darmin. Mr Kasim is employed as a purchasing staff in our Group.

Save as disclosed above, as at the date of this Prospectus, none of our full-time employees are related to
our Directors and Substantial Shareholder/Controlling Shareholders.
The remuneration of employees who are related to our Directors and Substantial Shareholders will be
reviewed annually by our Remuneration Committee to ensure that their remuneration packages are in
line with our staff remuneration guidelines and commensurate with their respective job scopes and level
of responsibilities. Any bonuses, pay increases and/or promotions for these related employees will also
be subject to the review and approval of our Remuneration Committee. In addition, any new employment
of related employees and the proposed terms of their employment will also be subject to the review and
approval of our Remuneration Committee. In the event that a member of our Remuneration Committee is
related to the employee under review, he will abstain from the review.
SERVICE AGREEMENTS
On 27 September 2012, our Company entered into separate service agreements (each a “Service
Agreement”, collectively, the “Service Agreements”) with our Executive Chairman, Charles Antonny
Melati and our Chief Executive Officer, Dhamma Surya (the “Appointees”) respectively for an initial
period of three (3) years and renewable thereafter unless otherwise terminated by either party giving not
less than six (6) months’ notice in writing to the other, and our Company is not required to compensate
the Appointees for such termination in accordance with the terms of the Service Agreements. The Service
Agreements will take effect from 27 September 2012.
The Service Agreements may be terminated by our Company or the Appointees (as the case may be)
giving to the other not less than six (6) months’ notice in writing or payment in lieu of notice. In addition,
our Company may terminate the relevant Service Agreement at any time without any prior notice or
payment in lieu of notice if the relevant Appointee (as the case may be):(a)

is guilty of dishonesty or serious or persistent misconduct; or

(b)

becomes bankrupt or has a receiving order made against him or makes any general composition
with his creditors; or
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(c)

becomes of unsound mind; or

(d)

does any act or thing which may bring serious discredit on our Company or to any Group
Company; or

(e)

neglects or refuses, without reasonable cause, to attend to the business of our Company or any
Group Company; or

(f)

flagrantly or persistently fails to observe and perform any of the duties and responsibilities imposed
by the Service Agreement or which are imposed by law; or

(g)

becomes unable (owing to illness, accident or otherwise) properly to perform his duties under
the Service Agreement for a period or periods totalling 360 days in any period of 12 consecutive
calendar months; or

(h)

is convicted of a criminal offence which results in the imposition of a term of imprisonment (other
than a motoring offence); or

(i)

conducts himself in a manner prejudicial to the interest or reputation of our Company or any Group
Company; or

(j)

ceases to be or becomes prohibited from being or is removed from holding office as a director of
our Company (i) pursuant to any provision in the Companies Act for the time being in force or the
rules and regulations promulgated thereunder; or (ii) by virtue of his not being elected or re-elected
or being removed from office by the shareholders of our Company in a general meeting.

For this purpose, “Group Company” means any related corporation of the Company within the meaning of
section 5 and 6 of the Companies Act and any other company designated by our Company as a “Group
Company”.
Under the terms of the Service Agreements, Charles Antonny Melati and Dhamma Surya will be paid an
annual salary of US$300,000 and US$240,000 respectively which may be borne by our Company. The
Appointees will also be entitled to an annual wage supplement which is equivalent to one (1) month of
the respective Appointees’ salary (excluding CPF contributions) . These salaries are subject to an annual
review by our Remuneration Committee.
The Appointees will be entitled to be reimbursed for all travelling and travel-related expenses,
entertainment expenses and other out-of-pocket expenses reasonably incurred by them respectively in
the discharge of their duties on behalf of our Group.
The Appointees are also each entitled to medical, dental and hospitalisation, travel and life insurance
coverage.
Charles Antonny Melati and Dhamma Surya will be entitled to a fixed monthly transport allowance of
US$3,000 and US$2,000 respectively.
The Appointees will be entitled to be reimbursed for the monthly country club membership subscription
fees (subject to a maximum of one club membership per Appointee) and all other expenses incurred by
them at or in relation to the club, as determined by the Board to be appropriate.
The Appointees will be entitled to be reimbursed for the annual membership fees of their professional
body memberships and all other expenses incurred by them at or in relation to the professional bodies,
as determined by the Board to be appropriate.
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The Appointees have also each undertaken that, during his employment, for one (1) year after his
employment with our Company ceases (if he serves out the notice period of six (6) months) and for 18
months after his employment with our Company ceases (if payment in lieu of six (6) months’ notice is
made instead):(a)

he shall not, and shall procure his Associates do not, whether alone or jointly with another and
whether directly or indirectly, carry on, be engaged or concerned in, be interested in, any business
which competes with any business now carried on by our Group;

(b)

he shall not, and shall procure his Associates do not, whether on his own account or otherwise
and whether directly or indirectly, solicit or entice the custom in relation to any goods or services
supplied by our Group of any person who was a customer of our Group at any time during his
employment or if he ceases to be employed by our Group, during the one (1) year from the date on
which the employment ceases (if he serves out the notice period of six (6) months) or the eighteen
(18) months from the date on which the employment ceases (if payment in lieu of six (6) months’
notice is made instead); and

(c)

he shall not, and shall procure his Associates do not, directly or indirectly, solicit or endeavour to
entice away, offer employment to or employ, or offer or conclude any contract for services with,
any person who was employed by our Group in skilled or managerial work, at any time during his
employment or if he ceases to be employed by our Group, during the one (1) year from the date on
which the employment ceases (if he serves out the notice period of six (6) months) or the eighteen
(18) months from the date on which the employment ceases (if payment in lieu of six (6) months’
notice is made instead).

The Appointees have further each undertaken that he shall treat as secret and confidential and shall not
at any time:(a)

disclose to any person or persons (except to those authorised by our Company to know or as
otherwise required by law);

(b)

use for his own purpose or for any purpose other than those of our Company; or

(c)

through any failure to exercise all due care and diligence cause any unauthorised disclosure of,

any confidential information of our Group (including without limitation lists or details of customers,
suppliers, agents of our Group) relating to the organisation, business, operations, finances, transactions
or affairs of our Group or relating to the working of any process, technology, invention or methods carried
on or used by our Group or in respect of which our Group is bound by an obligation of confidence to a
third party or any financial or trading information or trade secrets relating to our Group and such other
information as our Company may consider to be of value to our Group and shall deliver up to our Group
all working papers, computer disks, tapes or other material and copies provided to the Appointee relating
to any confidential information during the employment.
The Appointees will be paid a variable performance bonus based on our “PBT”. For this purpose, “PBT”
shall refer to the consolidated audited profit before tax of our Group in each financial year, provided
always that: (a) the PBT shall not include (i) profits or losses arising from the revaluation of fixed assets;
or (ii) profits or losses arising from the sale of fixed assets; and (b) the PBT is calculated prior to the
payment of any variable performance bonus to our Directors. The amount of variable performance bonus
payable to Charles Antonny Melati and Dhamma Surya for each financial year shall respectively be 1%
and 0.75% of the PBT for that financial year.
Our Group will enter into employment contracts with our Executive Officers, which typically provide for the
remuneration payable to them, annual leave entitlement and termination arrangements.
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Had the Service Agreement been in existence for FY2011, the aggregate remuneration paid to our
Executive Directors would have been approximately US$1.0 million instead of US$0.4 million and our
profit before tax and profit for the year attributable to owners of the Company would have been US$18.7
million (instead of US$19.3 million) and US$13.8 million (instead of US$14.3 million), respectively.
Save as disclosed above, there are no existing or proposed service agreements between our Company,
our subsidiaries and any of our Directors. There are no existing or proposed service agreements entered
or to be entered into by our Directors with our Company or our subsidiaries which provide for benefits
upon termination of employment.
CORPORATE GOVERNANCE
Our Directors recognise the importance of corporate governance and the offering of high standards of
accountability to our Shareholders, and will follow closely the best practices outlined in the Best Practices
Guide issued by SGX-ST. Our Board of Directors has formed three committees: (i) the Audit Committee;
(ii) the Remuneration Committee; and (iii) the Nominating Committee.
Soh Chun Bin is our Lead Independent Director. As Lead Independent Director, he is the contact
person for Shareholders in situations where there are concerns or issues which communication with
our Chairman and Chief Executive Officer or Chief Financial Officer has failed to resolve or where such
communication is inappropriate.
Audit Committee
Our Audit Committee comprises our Independent Directors, Ong Beng Chye, Soh Chun Bin, Karyono and
Lu King Seng. The Chairman of the Audit Committee is Ong Beng Chye.
Our Independent Directors do not have any existing business or professional relationship of a material
nature with our Group, other Directors or Substantial Shareholders, save as disclosed in the “Interested
Person Transactions” section of this Prospectus. They are also not related to the other Directors or
Substantial Shareholders.
Our Audit Committee will assist our Board of Directors in discharging their responsibility to safeguard our
assets, maintain adequate accounting records and develop and maintain effective systems of internal
control, with the overall objective of ensuring that our management creates and maintains an effective
control environment in our Group.
Our Audit Committee will provide a channel of communication between our Board of Directors, our
management and our external auditors on matters relating to audit.
Our Audit Committee shall meet periodically to perform the following functions:(a)

review the audit plans of the external auditors and our internal auditors, including the results of our
external and internal auditors’ review and evaluation of our system of internal controls;

(b)

review the annual consolidated financial statements and the external auditors’ report on those
financial statements, and discuss any significant adjustments, major risk areas, changes in
accounting policies, compliance with international financial reporting standards, concerns and
issues arising from their audits including any matters which the auditors may wish to discuss in
the absence of management, where necessary, before submission to our Board of Directors for
approval;

(c)

review the periodic consolidated financial statements comprising the profit and loss statements and
the balance sheets and such other information required by the Listing Manual, before submission
to our Board of Directors for approval;

(d)

review and discuss with external and internal auditors (if any), any suspected fraud, irregularity
or infringement of any relevant laws, rules or regulations, which has or is likely to have a material
impact on our Group’s operating results or financial position and our management’s response;
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(e)

review the co-operation given by our management to our external auditors;

(f)

consider the appointment and re-appointment of the external auditors;

(g)

review any interested person transactions falling within the scope of Chapter 9 of the Listing
Manual;

(h)

review any potential conflicts of interest;

(i)

review the procedures by which employees of our Group may, in confidence, report to the
Chairman of the Audit Committee, possible improprieties in matters of financial reporting or other
matters and ensure that there are arrangements in place for independent investigation and followup actions in relation thereto;

(j)

undertake such other reviews and projects as may be requested by our Board of Directors, and will
report to our Board its findings from time to time on matters arising and requiring the attention of
our Audit Committee;

(k)

review and recommend hedging policies and instruments, if any, to be implemented by our
Company to our Directors;

(l)

enquire on the status of the existing Qualifying Assets and determine if any of the Qualifying
Assets should be removed from the QA List;

(m)

review and approve the Promoter Interest Register; and

(n)

undertake generally such other functions and duties as may be required by law or the Listing
Manual, and by such amendments made thereto from time to time.

Apart from the duties listed above, the Audit Committee shall commission and review the findings of
internal investigations into matters where there is any suspected fraud or irregularity, or failure of internal
controls or infringement of any Singapore law, rule or regulation which has or is likely to have a material
impact on our Group’s operating results and/or financial position. Each member of the Audit Committee
shall abstain from voting on any resolutions in respect of matters in which he is interested.
Our Audit Committee shall also commission an annual internal control audit by a suitable and qualified
professional accounting firm until such time as our Audit Committee is satisfied that the Group’s internal
controls are robust and effective enough to mitigate our Group’s internal control weakness (if any). Prior to
the decommissioning of such an annual audit, our Board is required to report to the SGX-ST on how the
key internal control weaknesses have been rectified, and the basis for the decision to decommission the
annual internal control audit. Thereafter, such audits may be initiated by our Audit Committee as and when
it deems fit to satisfy itself that our Group’s internal controls remain robust and effective. Upon completion of
the internal control audit, appropriate disclosure will be made via SGXNET of any material, price-sensitive
internal control weakness and any follow-up actions to be taken by our Board.
Based on the internal controls established and maintained by the Group, work performed by the internal
and external auditors, and reviews performed by management, various Board Committees and the Board,
the Audit Committee and the Board are of the opinion that the Group’s internal controls, addressing
financial, operational and compliance risks, were adequate as at the Latest Practicable Date.
In addition, all future transactions with interested parties shall comply with the requirements of the Listing
Manual. As required by paragraph 1(9)(e) of Appendix 2.2 of the Listing Manual, our Directors shall
abstain from voting in respect of any contract or arrangement or proposed contract or arrangement in
which he has directly or indirectly a personal material interest.
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Our Audit Committee, having:(a)

conducted interviews with Mr Tan Cheang Shiong, our Chief Financial Officer;

(b)

reviewed his qualifications and past work experiences;

(c)

considered the fact that he has been with our Company for more than a year and observed his
abilities, familiarity and diligence in relation to the financial matters and information of our Group;

(d)

noted that he is conversant in both English and Bahasa Melayu, and has no problem
communicating with the management team as well as the finance and accounting team in
Indonesia; and

(e)

noted the absence of negative feedback on him from Deloitte & Touche LLP, our Group’s Auditors
and Reporting Accountants,

is of the opinion that Mr Tan Cheang Shiong is suitable for the role of Chief Financial Officer of our Group
and he will be able to discharge his duties satisfactorily.
Our Audit Committee confirms that, after making all reasonable enquiries, and to the best of their
knowledge and belief, nothing has come to their attention to cause them to believe that Mr Tan Cheang
Shiong does not have the competence, character and integrity expected of a Chief Financial Officer of a
company listed on the SGX-ST.
Remuneration Committee
Our Remuneration Committee comprises our Independent Directors, Lu King Seng, Soh Chun Bin and
Ong Beng Chye. The Chairman of the Remuneration Committee is Lu King Seng. Our Remuneration
Committee will recommend to our Board of Directors a framework of remuneration for our Directors
and Executive Officers and determine specific remuneration packages for each Executive Director. The
recommendations of our Remuneration Committee should be submitted for endorsement by the entire
Board of Directors. All aspects of remuneration, including but not limited to Directors’ fees, salaries,
allowances, bonuses and benefits-in-kind shall be covered by our Remuneration Committee. Each
member of the Remuneration Committee shall abstain from voting on any resolution in respect of his
remuneration package. The remuneration of employees who are related to our Directors and Substantial
Shareholders will also be reviewed annually by our Remuneration Committee to ensure that their
remuneration packages are in line with our staff remuneration guidelines and commensurate with their
respective job scopes and level of responsibilities.
Nominating Committee
Our Nominating Committee comprises our Independent Directors, Soh Chun Bin, Lu King Seng, Karyono
and Ong Beng Chye as well as our Chairman and Chief Executive Officer, Charles Antonny Melati
and Dhamma Surya. The Chairman of the Nominating Committee is Soh Chun Bin. The Nominating
Committee has been set up to take the responsibility of recommending the appointment of new Directors
and the re-nomination of our existing Directors (including Independent Directors of our Company),
taking into consideration each Director’s contribution and performance. The Nominating Committee is
also charged with the responsibility of determining annually whether a Director is independent, deciding
whether a Director is able to and has adequately carried out his duties, and assessing the effectiveness
of the Board as a whole and the contribution by each Director to the effectiveness of the Board. Each
member of the Nominating Committee will not take part in determining his own re-nomination or
independence, or his own assessment.
Soh Chun Bin was previously a partner at Stamford Law Corporation, the Solicitors to the Invitation and
to the Company on Singapore Law, until May 2012. Prior to leaving Stamford Law Corporation, Soh Chun
Bin was the engagement partner in connection with our Company’s IPO until another partner took over
his role in May 2012. Subsequent to his resignation from Stamford Law Corporation, Soh Chun Bin was
invited to join our Company as an independent director.
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Our Nominating Committee (with the exception of Soh Chun Bin), having considered, inter alia, the Code
of Corporate Governance and the following:(a)

the specifics of Soh Chun Bin’s employment with Stamford Law Corporation do not fall within any
of the examples highlighted in the Code of Corporate Governance which would deem a director not
to be independent. In this regard, it is to be noted that Soh Chun Bin’s remuneration as a previous
equity partner of Stamford Law Corporation was not directly linked to his prior appointment as
engagement partner in connection with our Company’s IPO;

(b)

Soh Chun Bin has confirmed that, save for the aforementioned remuneration received from
Stamford Law Corporation, he has not received any direct or indirect benefits from the Company or
Promoters; and

(c)

Soh Chun Bin’s prior involvement as an independent professional advisor advising our Company
on legal and compliance matters will not be likely to compromise his ability to exercise independent
business judgement with a view to the best interests of our Company,

is of the view that Soh Chun Bin is suitable to act as an independent director of our Company.
Our Board (with the exception of Soh Chun Bin), having considered the recommendation of our
Nominating Committee, is of the view that Soh Chun Bin is suitable to act as an independent director of
our Company.
Term of Office
Our articles of association provide that our Board of Directors will consist of not less than two (2)
Directors. None of our Directors are appointed for any fixed terms.
Our Directors are appointed by our Shareholders at general meeting, and an election of Directors takes
place annually. One-third (or the number nearest to one-third) of our Directors, are required to retire from
office at each annual general meeting. Every Director must retire from office at least once every three
years. However, a retiring Director is eligible for re-election at the meeting at which he retires.
BOARD PRACTICES
Term of office
The period of which each of our Directors has served in office in our Company as at the Latest
Practicable Date are as follows:Name

Date of commencement

Charles Antonny Melati

24 May 2010

Dhamma Surya

24 May 2010

Huang She Thong

15 June 2010

Soh Chun Bin

25 September 2012

Lu King Seng

25 September 2012

Ong Beng Chye

25 September 2012

Karyono

25 September 2012

Our Directors have no fixed terms of office. They are however subject to retirement by rotation in
accordance with our Articles of Association which have been summarised and set out in Appendix D of
this Prospectus.
We have also put in place a Nominating Committee, a Remuneration Committee and an Audit Committee,
the details of the duties of the committees are set out in the section entitled “Directors, Executive Officers
and Staff – Corporate Governance” of this Prospectus.
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Save as disclosed under the “Restructuring Exercise” section of this Prospectus and below, none of our
Directors, Controlling Shareholders and their respective Associates (each, an “Interested Person”) was
or is interested in any transaction undertaken by our Group which is considered material in itself during
the financial periods under review and for the period from 1 April 2012 to the Latest Practicable Date
(collectively, the “Relevant Period”).
INTERESTED PERSONS
The following is a list of the interested persons, as discussed in this section, who transacted with our
Group during the Relevant Period:(a)

Charles Antonny Melati (our Executive Chairman).

(b)

Dhamma Surya (our Chief Executive Officer).

(c)

Kasmadi Melati, the father of Charles Antonny Melati, Huang She Thong (our Executive Directors),
Richard Kennedy Melati and Ng See Yong (our Executive Officers) and Yanto Melati (our Corporate
Senior Manager).

(d)

Master Resources International Limited is an investment holding company incorporated in the
British Virgin Islands. The shareholders of Master Resources are Charles Antonny Melati, Dhamma
Surya (our Chief Executive Officer), Huang She Thong, Richard Kennedy Melati, Ng See Yong,
Yanto Melati and Darmin (our Executive Officer) who hold 19.6%, 24.0%, 12.6%, 12.6%, 12.6%,
12.6% and 6.0% shareholding interest respectively.

(e)

PT Prima Energytama is incorporated in Indonesia and is principally engaged in the business of
coal mining exploration services. Its shareholders are PT Libra Melati Investment (70%) and PT
Geo Surya Energy (30%). PT Libra Melati Investment is a general trading and service company
incorporated in Indonesia which primarily focuses on management services. The shareholders of
PT Libra Melati Investment are Charles Antonny Melati (28%), Richard Kennedy Melati (18%),
Huang She Thong (18%), Ng See Yong (18%) and Yanto Melati (18%). PT Geo Surya Energy is a
company incorporated in Indonesia. The shareholders of PT Geo Surya Energy are Darmin (99%)
and his half brother, Junaidi (1%).

(f)

PT Bubuhan Multi Sejahtera (“Jambi BMS”) is incorporated in Indonesia and is principally engaged
in the business of coal mining exploration, development and production. To the best of Charles
Antonny Melati’s knowledge, as at the Latest Practicable Date, (a) Jambi BMS is held by PT
Bubuhan Surya Mandiri (“BSM”) (99.98%) and Tjun Jong (0.02%); (b) BSM is held by PT Surya
Bahtera Mandri (“SBM”) (99.9%) and Tjun Jong (0.1%); (c) SBM is held by Sindo Resources Pte.
Ltd. (“Sindo”) (99.98%) and Tjun Jong (0.02%); (d) the shareholders of Sindo are: (i) Abdul Halim;
(ii) Jani Hasan; (iii) Tjun Jong ((i), (ii) and (iii) collectively the “Indonesian Shareholders”); (iv) FN
Resources Pte. Ltd.; (v) PSL Energy Resources Pte. Ltd.; (vi) Tan Fuh Gih; (vii) Goh Yeo Hwa; and
(viii) Angelo Fernandus.
Between 25 April 2011 and 10 May 2011, Charles Antonny Melati held a 55.0% shareholding
interest in Jambi BMS, which increased to 65.0% from 11 May 2011. Pursuant to agreements
with his co-investors, Charles Antonny Melati effected the transfer of an effective 42.5% stake in
Jambi BMS to these co-investors (namely, (i) FN Resources Pte. Ltd.; (ii) PSL Energy Resources
Pte. Ltd.; (iii) Tan Fuh Gih; and (iv) Goh Yeo Hwa, collectively the “Singapore-based Investors”)
in May 2012. Also in May 2012, to avoid a conflict of interest with our Group, Charles Antonny
Melati also divested his remaining effective 22.5% interest in Jambi BMS (and his corresponding
interest in Sindo) to Angelo Fernandus, a business associate of Charles Antonny Melati, for cash
consideration which comprised milestone fee payments (made to date by Charles Antonny Melati
to the Indonesian Shareholders) and a facilitation fee payable to Charles Antonny Melati.
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The aforesaid divestment to Angelo Fernandus was carried out on arm’s length basis and on
normal commercial terms after considering, inter alia, that the aforesaid milestone fee payments
were based on payment terms same as that between Charles Antonny Melati and the Indonesian
Shareholders and similar to that between Charles Antonny Melati and the Singapore-based
Investors, that the faciliation fee was on the same terms as that payable by the Singapore-based
Investors to Charles Antonny Melati, and that future milestone fee and facilitation fee payments
shall be on the same terms as that applicable to the Singapore-based Investors. In addition,
Angelo Fernandus is (i) not related to; and (ii) is independent of, our Directors and Controlling
Shareholders (including Charles Antonny Melati).
Charles Antonny Melati chose to divest his remaining interest in Jambi BMS instead of including it
in the list of Qualifying Assets primarily after taking into consideration its fragmented shareholding
structure (of seven shareholders, excluding Charles Antonny Melati) and that it had its separate
management team. Accordingly, if Charles Antonny Melati’s effective 22.5% equity stake in Jambi
BMS were to be included in the list of Qualifying Assets, our Group may not be able to obtain a
clear controlling interest in Jambi BMS and exercise effective control over its operational decisions,
which would concern, inter alia, the preparation of technical reports and/or financial statements
adhering to the requirements of the SGX-ST. Having carefully considered all the above, Charles
Antonny Melati was of the view that placing Jambi BMS on the list of Qualifying Assets would not
be strategically advantageous to our Group.
(g)

PT Royal Prince Travel, incorporated in Indonesia, is in the travel industry and is primarily involved
in wholesale air-ticketing. The shareholders of PT Royal Prince Travel are Charles Antonny Melati
and Junanto (our Executive Officer) who hold 40% and 10% shareholding interest respectively.
Charles Antonny Melati and Junanto had respectively divested of all their interests in PT Royal
Prince Travel on 24 May 2012. In particular, Charles Antonny Melati divested his interest in PT
Royal Prince Travel to Taufan who is not an interested person.

(h)

PT Royal Energy Resources is a company in which Junanto, holds a 20% shareholding interest.
From January 2008 to December 2010, he was also a director of PT Royal Energy Resources. PT
Royal Energy Resources is primarily involved in electronics trading, but was for a period of time
in 2009 also engaged in the business of coal trading. PT Royal Energy Resources is no longer
engaged in the business of coal trading.

In line with the rules set out in Chapter 9 of the Listing Manual, transactions with a value of less than
S$100,000 are not considered material in the context of the Invitation and are not taken into account for
the purposes of aggregation in this section.
PAST INTERESTED PERSON TRANSACTIONS
Sale and purchase of machinery and equipment to/from PE and Jambi BMS
PE and Jambi BMS had acquired/sold machinery and equipment from/to our Subsidiaries, MNP and
MRP respectively during the Relevant Period. The details of the transaction amounts are as follows:1 April 2012 up
to the Latest
Practicable
Date
(US$)

FY2009
(US$)

FY2010
(US$)

FY2011
(US$)

FP2012
(US$)

Sales to PE

–

–

381,553

–

–

Sales to Jambi BMS

–

–

168,231

–

–

Purchases from PE

–

–

–

28,492

–

Our Directors are of the opinion that the aforementioned transactions were on normal commercial terms
and on arm’s length basis, based on the then prevailing market prices of such machinery and equipment.
Following the admission of our Company to the Official List of the SGX-ST, our Group does not intend to
enter into similar transactions with such interested persons.

201

INTERESTED PERSON TRANSACTIONS
Advances to PE and payments made to third parties on behalf of PE
Our Subsidiaries, GEC, MNP, MRP and SBJ had extended advances to PE and made payments to third
parties on its behalf to meet their working capital and capital expenditure requirements. Our Directors
are of the opinion that such advances and payments were not on an arm’s length basis or on normal
commercial terms as there were no fees charged for such transactions.
The details of the aggregate amounts owing from PE for the Relevant Period are as follows:-

As at 31 December

Advances to and payments
made on behalf of PE

2009
(US$)

2010
(US$)

2011
(US$)

As at 31
March 2012
(US$)

432,168

1,460,697

19,964,708(1)

–

Largest
amount
As at
outstanding
Latest
for the
Practicable
Relevant
Date
Period
(US$)
(US$)
–

24,007,931

Note:(1)

Our Group has agreed with PE that these amounts owing by PE to our Group as at 31 December 2011 shall be offset against
the amounts to be paid by our Group to PE under the Deed of Payment. The figure indicated here is the amount owing by
PE to our Group immediately before the aforementioned offset. We carried out the offset on 31 December 2011 and as a
result of the offset, the amount owing by PE to our Group immediately after the offset is zero. As a result of the offset as at
31 December 2011, our Group owes PE US$20,035,292. Please refer to the section entitled “Interested Person Transactions
– Present and on-going Interested Person transactions - Amount owing to PE pursuant to the Deed of Payment” of this
Prospectus for further details.

Following the admission of our Company to the Official List of the SGX-ST, our Group does not intend to
enter into similar transactions with PE.
Loan from Charles Antonny Melati
The Company had received a loan from Charles Antonny Melati for its operational funding requirements.
Our Directors are of the opinion this loan was not made on an arm’s length basis or on normal
commercial terms as it was interest-free, unsecured and has no fixed term of repayment. However, this
loan was beneficial to our Group. The amounts due from our Group to Charles Antonny Melati for the
Relevant Period are as follows:-

As at 31 December

Loan from Charles Antonny
Melati

2009
(US$)

2010
(US$)

2011
(US$)

As at 31
March 2012
(US$)

–

1,902,915

1,492,586

1,942,963

Largest
amount
As at
outstanding
Latest
for the
Practicable
Relevant
Date
Period
(US$)
(US$)
–

2,574,950

As at the Latest Practicable Date, all amounts due from our Group to Charles Antonny Melati have been
fully repaid.
Following the admission of our Company to the Official List of the SGX-ST, we would, in respect of all
transaction with Charles Antonny Melati, comply with the guidelines and procedures for interested person
transactions as set out in the section entitled “Interested Person Transaction – Review Procedures For
Future Interested Persons Transactions” of this Prospectus and the applicable listing rules in Chapter 9 of
the Listing Manual.
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Loans from PT Libra Melati Investment
Our Group received loans from PT Libra Melati Investment to meet the operational funding requirements
of our subsidiaries, MNP, MRP and GEC. Our Directors are of the opinion these loans were not made on
an arm’s length basis or on normal commercial terms as they were interest-free, unsecured and have no
fixed terms of repayment. However, these loans were beneficial to our Group. The amounts due from our
Group to PT Libra Melati Investment for the Relevant Period were as follows:-

2009
(US$)
Loans from PT Libra Melati
Investment

As at 31 December
2010
2011
(US$)
(US$)

8,848,176

6,625,770

–

As at 31
March 2012
(US$)

As at
Latest
Practicable
Date
(US$)

Largest
amount
outstanding
for the
Relevant
Period
(US$)

4,184,395

–

11,572,855

As at the Latest Practicable Date, all outstanding amounts owing to PT Libra Melati Investment have
been fully repaid.
Following the admission of our Company to the Official List of the SGX-ST, we would, in respect of all
transactions with PT Libra Melati Investment, comply with the guidelines and procedures for interested
person transactions as set out in the section entitled “Interested Person Transactions – Review
Procedures For Future Interested Persons Transactions” of this Prospectus and the applicable listing rules
in Chapter 9 of the Listing Manual.
Transactions with PT Royal Prince Travel
Our Group had purchased air tickets and made hotel bookings through PT Royal Prince Travel. The
aggregate amounts for such transactions during the Relevant Period are set out below:-

Aggregate fees incurred

FY2009
(US$)

FY2010
(US$)

FY2011
(US$)

FP2012
(US$)

1 April 2012 up
to the Latest
Practicable
Date
(US$)

–

–

84,703

9,481

27,622

Our Directors are of the opinion that the fees for the provision of these aforementioned services were on
normal commercial terms and on arm’s length basis as the fees were comparable to those charged by PT
Royal Prince Travel to other unrelated third parties.
Following the admission of our Company to the Official List of the SGX-ST, our Group intends to enter
into similar transactions with PT Royal Prince Travel as and when required. As Charles Antonny Melati
and Junanto had respectively divested of all their interests in PT Royal Prince Travel on 24 May 2012, any
future transactions will not be interested person transactions.
Assignment of trademark from PT Libra Melati Investment
The trademark which we have submitted registration applications in both Singapore and Indonesia is
similar to a trademark which was previously registered by PT Libra Melati Investment in Indonesia, as
described in the section entitled “Business – Intellectual Property” of this Prospectus. To enable our
Group to successfully register our trademark in Indonesia, PT Libra Melati Investment and GEC have
entered into an assignment agreement on 4 October 2011 pursuant to which PT Libra Melati Investment
assigned this trademark to our Group. This assignment of trademark is pending the registration of the
Directorate General of Intellectual Property Right, Ministry of Law and Human Rights of the Republic of
Indonesia. If and when registered, the effect of such assignment is that PT Libra Melati Investment would
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have divested of all its interest in the assigned trademark. Our Directors are of the opinion that as no
fee, commission, consideration, interest or benefit-in-kind was paid to PT Libra Melati Investment for the
assignment, the assignment was not carried out on an arm’s length basis or on normal commercial terms.
However, the assignment was beneficial to our Group.
OTHER PAST TRANSACTIONS
Sale of coal to PT Royal Energy Resources
PT Royal Energy Resources had purchased coal from our Group during FY2009, details of which are set
out below. This is not an Interested Person Transaction as during the period in which the coal purchases
were made, our Executive Officer, Junanto, was not under the employment of our Group.

Coal sales to PT Royal
Energy Resources

FY2009
(US$)

FY2010
(US$)

FY2011
(US$)

FP2012
(US$)

1 April 2012 up
to the Latest
Practicable
Date
(US$)

2,342,144

–

–

–

–

Our Directors are of the opinion that the sale of the coal to PT Royal Energy Resources were on normal
commercial terms and on arm’s length basis based on the then prevailing market prices of such coal. Our
Executive Officer, Junanto, has confirmed that PT Royal Energy Resources is no longer engaged in the
business of coal trading.
PRESENT AND ON-GOING INTERESTED PERSON TRANSACTIONS
Guarantees provided by Charles Antonny Melati and Kasmadi Melati
Charles Antonny Melati and his father, Kasmadi Melati have provided personal guarantees to secure hire
purchase facilities and bank borrowings for our Group, details of which are set out below:-

Finance Company

Guarantee
provided for

Guarantor

Aggregate
amount
guaranteed
(US$)

Aggregate
amount
outstanding
as at the
Latest
Practicable
Date
(US$)

Largest
amount
outstanding
under
guarantee for
the Relevant
Period
(US$)

Malayan Banking Berhad

Bank facility for
acquisition of
office unit

Charles
Antonny
Melati and
Kasmadi Melati

1,269,231

1,269,231

1,269,231

PT Caterpillar Finance
Indonesia

Hire purchase

Charles
Antonny Melati

664,331

664,331

664,331

As at the Latest Practicable Date, the largest aggregate outstanding amount guaranteed for the Relevant
Period was approximately US$1.9 million. Please refer to the “Capitalisation and Indebtedness” section of
this Prospectus for information on the interest rates applicable to the facilities.
As no fee, commission, interest or benefit-in-kind was paid to Charles Antonny Melati and Kasmadi Melati
for the provision of the personal guarantees, the above arrangements were not carried out on an arm’s
length basis or on normal commercial terms, but were beneficial to our Group.
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Subsequent to the Invitation, we intend to obtain the release of the said guarantees provided by Charles
Antonny Melati and Kasmadi Melati and replace them with corporate guarantees to be provided by our
Company. In the event that we are unable to procure such release, or should there be any material
unfavourable revision in the terms and conditions of the credit facilities following the proposed release,
Charles Antonny Melati and Kasmadi Melati shall continue to provide the personal guarantees. No fee,
commission, interest or benefit-in-kind will be payable by our Group for the continued provision of the
personal guarantees.
Amount owing to PE pursuant to the Deed of Payment
Our Group had agreed to pay to PE the BEK Fee pursuant to the Deed of Payment. Please refer to the
section “Restructuring Exercise” of this Prospectus for more details. For avoidance of doubt, the BEK
Fee is separate and distinct from the coal sale royalties payable to Edy Gunawan and Laurensius (being
the former shareholders of BEK). Edy Gunawan and Laurensius are not Associates of our Directors
and Controlling Shareholders. Save as disclosed under note (3) to the table setting out details of the
Qualifying Assets in the section entitled “Business – Certain agreements relating to our Company - Deed
of Cooperation - Scope of Rights of First Offer, of First Refusal and to Match” of this Prospectus, Edy
Gunawan and Laurensius are not directly or indirectly related to our Company, Directors, Controlling
Shareholders or their respective Associates.
The BEK Fee was not determined on an arm’s length basis or on normal commercial terms. The BEK
Fee was determined with reference to the value ascribed to the 100% equity interest in BEK as set out in
the Valuation Report, taking into account the discount mutually agreed between our Group and PE and
based on the formula set out in the Deed of Payment.
The amounts due from our Group to PE pursuant to the Deed of Payment during the Relevant Period
were as follows:-

2009
(US$)

2010
(US$)

2011
(US$)

As at 31
March 2012
(US$)

As at
Latest
Practicable
Date
(US$)

–

–

20,035,292

19,716,348

19,187,934

As at 31 December

Amount due to PE

Largest
amount
outstanding
for the
Relevant
Period
(US$)
20,035,292

Repayment of the outstanding amount due to PE shall be made on a date to be mutually agreed between
our Group and PE and shall be subject to the review and approval of our Audit Committee, taking into
consideration the financial position of our Group.
Vehicle leasing services provided to PE
In the ordinary course of business, our Subsidiary, MRP has provided and will continue to provide vehicle
leasing services to PE. The approximate value of these vehicle leasing services provided by MRP to PE
for the Relevant Period are as follows:-

Value of vehicle leasing
services

FY2009
(US$)

FY2010
(US$)

FY2011
(US$)

FP2012
(US$)

1 April 2012 up
to the Latest
Practicable
Date
(US$)

–

–

533,141

89,709

75,648
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Our Directors are of the view that the provision of the vehicle leasing services to PE has been conducted
on an arm’s length basis and on normal commercial terms, taking into account, inter alia, the prevailing
rental rates of such vehicle leasing services obtained from independent third party leasing companies.
Following the admission of our Company to the Official List of the SGX-ST, we would, in respect of all
transactions with PE, comply with the guidelines and procedures for interested person transactions as
set out in the section entitled “Interested Person Transactions – Review Procedures For Future Interested
Person Transactions” of this Prospectus and the applicable listing rules in Chapter 9 of the Listing Manual.
Indemnity provided by Master Resources
For some of the lease agreements entered into by SBJ in the past, there were certain discrepancies
relating to the execution of these lease agreements. Some lease agreements were not executed by the
registered owners of the land, certain payments were not made to the registered owners and some of the
registered owners are deceased. As a result, there may be causes of action challenging the validity of the
leases which may require monetary compensation. For these leases with discrepancies, the respective
lessors have provided indemnities in favour of SBJ against any obligations arising from the discrepancies.
Additionally, Master Resources has also provided an indemnity in favour of SBJ against any claims,
actions and proceedings, losses, damages, penalties, liabilities, compensation or other awards or
any settlement suffered by our Group in relation to any causes of action arising from the execution of
the lease agreements. Based on our management’s estimate, the largest value of the indemnification
amounts (i) for the Relevant Period; and (ii) as at the Latest Practicable Date is IDR 2,057,723,510
(equivalent to approximately US$218,000 based on an exchange rate of US$1:IDR 9,450 as at the Latest
Practicable Date), excluding any additional amounts in lieu of interests payable for time value of money,
cost of proceedings and penalties which cannot be reasonably ascertained for the time being.
As no fee, commission, interest or benefit-in-kind was paid to Master Resources for the provision
of the indemnity, the above arrangements were not carried out on an arm’s length basis or on normal
commercial terms, but is beneficial to our Group.
Undertakings provided by Master Resources, Charles Antonny Melati and Dhamma Surya
Our Group had recorded negative working capital positions of US$20.0 million and US$30.2 million as
at 31 December 2011 and 31 March 2012 respectively. The negative working capital positions were
mainly due to the growth in trade and the high levels of finance leases to finance the acquisition of heavy
equipment and leasehold property as well as the amount owing to a related party in connection with the
acquisition of the mining property. In light of the above, Master Resources, Charles Antonny Melati and
Dhamma Surya have undertaken to continue to provide any and all financial support to our Company
for our working capital requirements on a timely basis as and when such support is reasonably required
by the Group as notified to Master Resources, Charles Antonny Melati and Dhamma Surya in writing
by our Company. For avoidance of doubt, working capital requirements shall not include the funding of
acquisitions of new mining concessions.
The abovementioned undertakings shall subsist and be effective without limit in point of time but shall
terminate with immediate effect:(i)

in the event that the Company ceases to be listed on the SGX-ST;

(ii)

in the event that Charles Antonny Melati, Dhamma Surya, Master Resources and their respective
Associates collectively cease to be a Controlling Shareholder or the single largest Controlling
Shareholder of the Company; or

(iii)

at the end of two (2) years after the date of the Company’s listing on the SGX-ST,

whichever is the earliest.
As no fee, commission, interest or benefit-in-kind was paid to Master Resources, Charles Antonny Melati
and Dhamma Surya for the provision of the abovementioned undertakings, the undertakings were not
carried out on an arm’s length basis or on normal commercial terms, but are beneficial to our Group.
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Technical Services Agreement with PE
On 27 September 2012, our Company entered into the Technical Services Agreement with PE, pursuant
to which our Company shall provide general management, business development, technical and advisory
services in relation to the business activities of the Prima Group for such purpose as may be required by
the Prima Group from time to time (the “Services”). The Technical Services Agreement shall take effect
from the date of the admission of our Company to the Official List of the SGX-ST.
In consideration of and subject to the provision of the Services, the Prima Group shall pay to our
Company an annual fee of US$80,000 per annum (the “Annual Fee”).
The terms of the Technical Services Agreement (including the Annual Fee) shall be subject to an annual
review by the Company in consultation with the Audit Committee and may be varied by the Company
by notification in writing to PE, subject to the compliance by the Company with Singapore laws and the
listing rules of the SGX-ST.
The Technical Services Agreement shall terminate on the date:(i)

the Promoters and their Associates cease to hold, in aggregate, at least 15% of the issued
shares in the capital of our Company and the Promoters and their Associates cease to hold any
directorships in our Company; or

(ii)

our Company ceases to be listed on the SGX-ST.

Please refer to the section entitled “Business – Certain Agreements Relating to Our Company – Technical
Services Agreement” of this Prospectus for more details.
Our Directors are of the view that the Technical Services Agreement was negotiated on an arm’s length
basis and on normal commercial terms, taking into account, inter alia, the extent of work and time to be
spent by the Assigned Persons.
REVIEW PROCEDURES FOR FUTURE INTERESTED PERSON TRANSACTIONS
To ensure that future transactions with Interested Persons are undertaken on normal commercial terms
and are consistent with our Group’s usual business practices and policies, which are generally no more
favourable than those extended to unrelated third parties, the following procedures will be implemented
by our Group.
In relation to any purchase of products or procurement of services from Interested Persons, quotes from
at least two unrelated third parties in respect of the same or substantially the same type of transactions
will be used as comparison wherever possible. The purchase price or procurement price shall not be
higher than the most competitive price of the two comparative prices from the two unrelated third parties.
The Audit Committee will review the comparables factors, taking into account the suitability, quality and
cost of the product or service, and the experience and expertise of the supplier.
In relation to any sale of products or provision of services to Interested Persons, the price and terms of
two other completed transactions of the same or substantially the same type of transactions to unrelated
third parties are to be used as comparison wherever possible. The Interested Persons shall not be
charged at rates lower than that charged to the unrelated third parties.
All interested persons transactions above $100,000 are to be approved by a Director who shall not be an
Interested Person in respect of the particular transaction. Any contracts to be made with an Interested
Person shall not be approved unless the pricing is determined in accordance with our usual business
practices and policies, consistent with the usual margin given or price received by us for the same or
substantially similar type of transactions between us and unrelated parties and the terms are no more
favourable than those extended to or received from unrelated parties.
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For the purposes above, where applicable, contracts for the same or substantially similar type of
transactions entered into between us and unrelated third parties will be used as a basis for comparison
to determine whether the price and terms offered to or received from the Interested Person are no more
favourable than those extended to unrelated parties. In the event that it is not possible for appropriate
information comparative purposes to be obtained, the matter will be referred to our Audit Committee and
our Audit Committee will determine whether the relevant price and terms are fair and reasonable and
consistent with our Group’s usual business practices.
In addition, we shall monitor all interested person transactions entered into by us by categorising the
transactions as follows:(i)

a “category one” interested person transaction is one where the value thereof is in excess of 3.0%
of the latest audited NTA of our Group; and

(ii)

a “category two” interested person transaction is one where the value thereof is below or equal to
3.0% of the latest audited NTA of our Group.

All “Category one” interested person transactions must be approved by our Audit Committee prior to
entry. All “Category two” interested person transactions need not be approved by our Audit Committee
prior to entry but shall be reviewed on a quarterly basis by our Audit Committee.
Before any agreement or arrangement with an Interested Person that is not in the ordinary course of
business of our Group is transacted, prior approval must be obtained from our Audit Committee. In the
event that a member of our Audit Committee is interested in any interested person transactions, he will
abstain from reviewing that particular transaction. Any decision to proceed with such an agreement or
arrangement would be recorded for review by our Audit Committee.
All interested person transactions shall be subject to review by our Audit Committee on a quarterly basis.
We will prepare relevant information to assist our Audit Committee in its review. Our Audit Committee
will include the review of interested persons transactions as part of its procedures while examining the
adequacy of our internal controls. Our Board will also ensure that all disclosure, approval and other
requirements on interested person transactions, including those required by prevailing legislation, the
Listing Manual and accounting standards are complied with. In addition, such transactions will also be
subject to Shareholders’ approval if deemed necessary by the Listing Manual.
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INTERESTS OF DIRECTORS, CONTROLLING SHAREHOLDERS OR THEIR ASSOCIATES
All our Directors have a duty to disclose their interests in respect of any transaction in which they have
any personal material interest or any actual or potential conflicts of interest (including a conflict that arises
from their directorship or employment or personal investment in any corporation). Upon such disclosure,
such Directors will not participate in any proceedings of the Board and shall abstain from voting in
respect of any such transaction where the conflict arises.
Save as disclosed below, none of our Directors, Controlling Shareholders or their Associates has any
interest, direct or indirect, in any company carrying on the same business or dealing in similar products or
services as our Group.
Non-Competition Undertaking
Our Promoters and their Associates, through PT Libra Melati Investment and PT Geo Surya Energy,
are controlling shareholders of PE. None of our Promoters or their Associates are directors of PE, its
subsidiaries and its associates (collectively the “Prima Group”). The members of the Prima Group are
considered to be Associates of our Promoters. The Prima Group is engaged in the exploration stage
of the coal mining value chain for the purposes of ascertaining the availability of coal resources and
reserves in a concession. The Prima Group does not engage in any coal production operations or trading
activities. The Directors are of the opinion that there is no conflict of interest between our Group and
the Prima Group in view of the fact that the business focus of each lies in the distinct stages of the coal
mining value chain – our Group focuses on the production operations while the Prima Group engages
only in the exploration activities for the purposes of ascertaining the availability of coal resources and
reserves in a concession.
With a view to mitigating any potential conflicts of interest between the Prima Group and our Group, each
of our Promoters has irrevocably, unconditionally, jointly and severally, undertaken not to compete with
our Company in relation to the Listco Business.
Please refer to the section entitled “Business – Certain Agreements Relating to Our Company – Deed of
Cooperation - Non-Competition Undertaking” of this Prospectus for details.
INTERESTS OF EXPERTS
None of the experts named in this Prospectus:(i)

is employed on a contingent basis by our Company or our subsidiaries;

(ii)

has a material interest, whether direct or indirect, in our Shares or in the shares of our subsidiaries;
or

(iii)

has a material economic interest, whether direct or indirect, in our Company, including an interest
in the success of the Invitation.

INTERESTS OF ISSUE MANAGER, JOINT UNDERWRITERS OR JOINT PLACEMENT AGENTS
In the reasonable opinion of our Directors, the Issue Manager, the Joint Underwriters and the Joint
Placement Agents do not have a material relationship with our Company save that the Invitation is
managed by the Issue Manager, the Placement is undertaken by the Joint Placement Agents and the
Offer is underwritten by the Joint Underwriters. Please refer to the “Management, Underwriting and
Placement Arrangements” section of this Prospectus for details on our management, underwriting and
placement arrangements.
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CLEARANCE AND SETTLEMENT
Upon listing and quotation on the SGX-ST, our Shares will be traded under the book-entry settlement
system of CDP, and all dealings in and transactions of our Shares through the SGX-ST will be effected
in accordance with the terms and conditions for the operation of Securities Accounts with CDP, as
amended, modified or supplemented from time to time.
Our Shares will be registered in the name of CDP or its nominee and held by CDP for and on behalf
of persons who maintain, either directly or through Depository Agents, Securities Accounts with CDP.
Accordingly, Depositors and Depository Agents would not be accorded the full rights of membership, such
as voting rights, the right to appoint proxies, or the right to receive shareholders’ circulars, proxy forms,
annual reports, prospectuses and takeover documents. In such event, the Depositors and Depository
Agent will only be accorded such rights as CDP may make available to them pursuant to CDP’s terms
and conditions to act as Depository for foreign securities.
Persons holding our Shares in Securities Accounts with CDP may withdraw the number of Shares
they own from the book-entry settlement system in the form of physical share certificates. Such share
certificates will, however, not be valid for delivery pursuant to trades transacted on the SGX-ST, although
they will be prima facie evidence of title and may be transferred in accordance with our Articles. A fee
of $10.00 for each withdrawal of 1,000 Shares or less and a fee of $25.00 for each withdrawal of more
than 1,000 Shares is payable upon withdrawing our Shares from the book-entry settlement system and
obtaining physical share certificates. In addition, a fee of $2.00 or such other amount as our Directors
may decide, is payable to the share registrar for each share certificate issued and a stamp duty of $10.00
is also payable where our Shares are withdrawn in the name of the person withdrawing our Shares or
$0.20 per $100.00 or part thereof of the last transacted price where it is withdrawn in the name of a third
party. Persons holding physical share certificates who wish to trade on the SGX-ST must deposit with
CDP their share certificates together with the duly executed and stamped instruments of transfer in favour
of CDP, and have their respective Securities Accounts credited with the number of Shares deposited
before they can effect the desired trades. A fee of $20.00 is payable upon the deposit of each instrument
of transfer with CDP. The above fees may be subject to such charges as may be in accordance with
CDP’s prevailing policies or the current tax policies that may be in force in Singapore from time to time.
Transactions in our Shares under the book-entry settlement system will be reflected by the seller’s
Securities Account being debited with the number of Shares sold and the buyer’s Securities Account
being credited with the number of Shares acquired. No transfer of stamp duty is currently payable for our
Shares that are settled on a book-entry basis.
A Singapore clearing fee for trades in our Shares on the SGX-ST is payable at the rate of 0.04% of
the transaction value subject to a maximum of $600.00 per transaction. The clearing fee, instrument of
transfer deposit fee and share withdrawal fee may be subject to Singapore goods and services tax at the
prevailing rate of 7%.
Dealings of our Shares will be carried out in Singapore Dollars and will be effected for settlement on CDP
on a scripless basis. Settlement of trades on a normal “ready” basis on the SGX-ST generally takes place
on the third Market Day following the transaction date, and payment for the securities is generally settled
on the following business day. CDP holds securities on behalf of investors in Securities Accounts. An
investor may open a direct account with CDP or a sub-account with a CDP Depository Agent. The CDP
Depository Agent may be a member company of the SGX-ST, bank, merchant bank or trust company.
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INFORMATION ON DIRECTORS AND EXECUTIVE OFFICERS
Save as disclosed below, none of our Directors, Executive Officers or Controlling Shareholders is or was
involved in any of the following events:(a)

had at any time during the last ten (10) years, an application or a petition under any bankruptcy
laws of any jurisdiction filed against him or against a partnership of which he was a partner at the
time when he was a partner or at any time within two (2) years from the date he ceased to be a
partner;

(b)

had at any time during the last ten (10) years, an application or a petition under any law of any
jurisdiction filed against an entity (not being a partnership) of which he was a director or an
equivalent person or a key executive, at the time when he was a director or an equivalent person
or a key executive of that entity or at any time within two (2) years from the date he ceased to be a
director or an equivalent person or a key executive of that entity, for the winding up or dissolution of
that entity or, where that entity is the trustee of a business trust, that business trust, on the ground
of insolvency;

(c)

has any unsatisfied judgment against him;

(d)

has ever been convicted of any offence, in Singapore or elsewhere, involving fraud or dishonesty,
which is punishable with imprisonment, or has been the subject of any criminal proceedings
(including any pending criminal proceedings of which he is aware) for such purpose;

(e)

has ever been convicted of any offence, in Singapore or elsewhere, involving a breach of any
law or regulatory requirement that relates to the securities or futures industry in Singapore or
elsewhere, or been the subject of any criminal proceedings (including any pending criminal
proceedings of which he is aware) for such breach;

(f)

had at any time during the last ten (10) years, judgment entered against him in any civil
proceedings in Singapore or elsewhere involving a breach of any law or regulatory requirement
that relates to the securities or futures industry in Singapore or elsewhere, or a finding of
fraud, misrepresentation or dishonesty on his part, or been the subject of any civil proceedings
(including any pending civil proceedings of which he is aware) involving an allegation of fraud,
misrepresentation or dishonesty on his part;

(g)

has ever been convicted in Singapore or elsewhere of any offence in connection with the formation
or management of any entity or business trust;

(h)

has ever been disqualified from acting as a director or an equivalent person of any entity (including
the trustee of a business trust), or from taking part directly or indirectly in the management of any
entity or business trust;

(i)

has ever been the subject of any order, judgment or ruling of any court, tribunal or governmental
body, permanently or temporarily enjoining him from engaging in any type of business practice or
activity;

(j)

has ever, to his knowledge, been concerned with the management or conduct, in Singapore or
elsewhere, of the affairs of:(i)

any corporation which has been investigated for a breach of any law or regulatory
requirement governing corporations in Singapore or elsewhere;

(ii)

any entity (not being a corporation) which has been investigated for a breach of any law or
regulatory requirement governing such entities in Singapore or elsewhere;

(iii)

any business trust which has been investigated for a breach of any law or regulatory
requirement governing business trusts in Singapore or elsewhere; or
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(iv)

any entity or business trust which has been investigated for a breach of any law or regulatory
requirement that relates to the securities or futures industry in Singapore or elsewhere,

in connection with any matter occurring or arising during the period when he was so concerned
with the entity or business trust; or
(k)

has been the subject of any current or past investigation or disciplinary proceedings, or has been
reprimanded or issued any warning, by the Authority or any other regulatory authority, exchange,
professional body or governmental agency, whether in Singapore or elsewhere.

Disclosures relating to Charles Antonny Melati
In October 2006, our Executive Chairman, Charles Antonny Melati was charged in court under the Road
Traffic Act (Chapter 276) of Singapore for drink driving. He was fined S$3,000 and his driving license
was suspended for a period of two (2) years. Charles Antonny Melati had settled the fine and his driving
license has been reinstated since 20 January 2009.
In October 2007, the Singapore Customs had requested for access to certain records of Teng Long Pte.
Ltd. (“Teng Long”). Teng Long was the local business representative for an Indonesian company which
had engaged the services of a third party company. The directors and shareholders of the Indonesian
company are not related to Charles Antonny Melati or Teng Long. Teng Long had assisted with the
investigations by the Singapore Customs on the third party company by providing documents (which
included delivery orders and invoices) pertaining to the import and export of goods between the third
party company and the Indonesian company. Charles Antonny Melati was then one of the directors
of Teng Long. To the best of his knowledge and belief, Charles Antonny Melati was not the subject of
investigation and he is not aware of any further updates in relation to this matter.
SHARE CAPITAL
Save as disclosed below and under the “General Information on our Group - Share Capital” and “General
Information on our Group – Restructuring Exercise” sections of this Prospectus, there were no changes in
the issued and paid-up capital of our Company and our subsidiaries within the three (3) years preceding
the Latest Practicable Date.

Date of issue

Number of shares
issued

Purpose

Consideration per
share

Resultant issued
share capital

(S$/IDR)

(S$/IDR)

Our Company
24 May 2010
1 July 2010

100

Incorporation

S$1

S$100

Increase of issued
share capital

S$1

S$200,000

100

Incorporation

S$1

S$100

250

Incorporation

IDR 500,000

IDR 125,000,000

Increase of issued
share capital

IDR 500,000

IDR 5,000,000,000

199,900

Our Subsidiaries
GCI
14 December 2010
MRP
14 January 2008
29 February 2012

9,750
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Date of issue

Number of shares
issued

Purpose

Consideration per
share

Resultant issued
share capital

(S$/IDR)

(S$/IDR)

MNP
12 January 2009

100

Incorporation

IDR 10,000,000

IDR 1,000,000,000

15 December 2008

1,000

Incorporation

IDR 1,000,000

IDR 1,000,000,000

11 January 2011

4,000

Increase of issued
share capital

IDR 1,000,000

IDR 5,000,000,000

1,000

Incorporation

IDR 1,000,000

IDR 1,000,000,000

100

Incorporation

IDR 1,000,000

IDR 100,000,000

Increase of issued
share capital

IDR 1,000,000

IDR 5,000,000,000

GEC

SBJ
13 April 2009
BEK
3 March 2008
26 May 2011

4,900

As at the date of this Prospectus, our Company has only one class of shares, being ordinary shares. All
ordinary shares of the Company, to be issued pursuant to the Invitation, shall have the same rights as all
issued ordinary shares of the Company as at the date of this Prospectus. For the avoidance of doubt, the
Company will not be issuing different classes of ordinary shares pursuant to the Invitation or otherwise.
The rights and privileges of our Shares are stated in our Articles of Association. There are no founder,
management or deferred shares. No person has been, or is entitled to be, given an option to subscribe
for or purchase any securities of our Company or any of its subsidiaries.
There is no known arrangement the operation of which may, at a subsequent date, result in a change in
control of our Company.
There has not been any public takeover offer, by a third party in respect of our Shares or by our Company
in respect of the shares of another corporation, which has occurred during the financial periods covered
by this Prospectus up to the Latest Practicable Date.
There are no shares in our Company that are held by or on behalf of our Company or by our subsidiaries.
Save as disclosed above and in the “General Information on our Group – Restructuring Exercise” section
of this Prospectus, no shares in our Company or our Subsidiaries have been issued for a consideration
other than cash during the three (3) years preceding the Latest Practicable Date.
MATERIAL CONTRACTS
The following contracts not being contracts entered into in the ordinary course of business, have been
entered into by our Company and our Subsidiaries within the two years preceding the date of lodgement
of this Prospectus and are or may be material:

The deed of shares sale and purchase No.38 dated 9 August 2011 entered into between PT
Libra Melati Investment and our Company regarding the acquisition of 3,450 shares in GEC and
pursuant to the Restructuring Exercise referred to under “General Information on our Group –
Restructuring Exercise” section of this Prospectus.



The deed of shares sale and purchase No.39 dated 9 August 2011 entered into between PT Geo
Surya Energy and our Company regarding the acquisition of 1,500 shares in GEC and pursuant
to the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.
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The deed of shares sale and purchase No.77 dated 29 October 2010 entered into between
Richard Kennedy Melati and GEC regarding the acquisition of 449 shares in SBJ and pursuant to
the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The deed of shares sale and purchase No.78 dated 29 October 2010 entered into between
Darmin and GEC regarding the acquisition of 500 shares in SBJ and pursuant to the Restructuring
Exercise referred to under “General Information on our Group – Restructuring Exercise” section of
this Prospectus.



The deed of shares sale and purchase No.80 dated 29 October 2010 entered into between
Huang She Thong and GEC regarding the acquisition of 50 shares in MNP and pursuant to the
Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The deed of shares sale and purchase No.81 dated 29 October 2010 entered into between
Junaidi and GEC regarding the acquisition of 49 shares in MNP and pursuant to the Restructuring
Exercise referred to under “General Information on our Group – Restructuring Exercise” section of
this Prospectus.



The deed of shares sale and purchase No.105 dated 8 March 2011 entered into between PT
Libra Melati Investment and GEC regarding the acquisition of 125 shares in MRP and pursuant
to the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The deed of shares sale and purchase No.107 dated 8 March 2011 entered into between PT
Libra Melati Investment and GEC regarding the acquisition of 50 shares in MRP and pursuant to
the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The deed of shares sale and purchase No.108 dated 8 March 2011 entered into between PT
Geo Surya Energy and GEC regarding the acquisition of 74 shares in MRP and pursuant to
the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The deed of shares sale and purchase No.56 dated 9 May 2011 entered into between Edy
Gunawan and SBJ regarding the acquisition of 80 shares in BEK and pursuant to the Restructuring
Exercise referred to under “General Information on our Group – Restructuring Exercise” section of
this Prospectus.



The deed of shares sale and purchase No.58 dated 9 May 2011 entered into between Laurensius
and SBJ regarding the acquisition of 19 shares in BEK and pursuant to the Restructuring Exercise
referred to under “General Information on our Group – Restructuring Exercise” section of this
Prospectus.



The sale and purchase agreement dated 30 December 2011 entered into between Bounty Success
Ventures Ltd and our Company regarding the acquisition of 100 shares in GCI and pursuant to
the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The BEK Assignment Agreement regarding the receipt of the entire shareholding interest in BEK
and pursuant to the Restructuring Exercise referred to under “General Information on our Group –
Restructuring Exercise” section of this Prospectus.



The Royalty Agreement regarding the payment of coal sale royalties and pursuant to the
Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.
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The Deed of Payment dated 31 December 2011 entered into between our Company, GEC,
GCI, MRP, MNP, SBJ, BEK and PE regarding the payment to PE in consideration of the receipt
of shares in BEK by SBJ, the procurement and fulfilment of and/or facilitation of the transfers
of certain land titles, rights and interests and licences to us; and the provision of certain other
services required for the facilitation of business operational readiness of BEK’s coal production
operations, the fulfilment of the relevant regulatory requirements in Indonesia and the procurement
of BEK’s Production Operations IUP, such BEK Services being of benefit to us and pursuant to
the Restructuring Exercise referred to under “General Information on our Group – Restructuring
Exercise” section of this Prospectus.



The T1 Convertible Loan Agreement, dated 16 February 2011 (as amended with effect from 2
January 2012) entered into between SBJ, the T1 Pre-Invitation Investors, MRP and our Company,
pursuant to which the T1 Pre-Invitation Investors granted an aggregate amount of S$4 million as
a convertible loan to SBJ, on terms which, inter alia, provide for an election by each of T1 PreInvitation Investors to convert the entire principal amount owed to him into a specified number of
fully-paid Shares of our Company.



The T2 Convertible Loan Agreement, dated 16 February 2011 (as amended with effect from 2
January 2012) entered into between SBJ, the T2 Pre-Invitation Investors, MRP and our Company,
pursuant to which the T2 Pre-Invitation Investors granted an aggregate amount of S$4 million as
a convertible loan to SBJ, on terms which, inter alia, provide for an election by each of T2 PreInvitation Investors to convert the entire principal amount owed to him into a specified number of
fully-paid Shares of our Company.



The T3 Convertible Loan Agreement, dated 16 February 2011 (as amended with effect from 2
January 2012) entered into between SBJ, the T3 Pre-Invitation Investors, MRP and our Company,
pursuant to which the T3 Pre-Invitation Investors granted an aggregate amount of S$10 million as
a convertible loan to SBJ, on terms which, inter alia, provide for an election by each of T3 PreInvitation Investors to convert the entire principal amount owed to him into a specified number of
fully-paid Shares of our Company.



The T4 Convertible Loan Agreement, dated 16 February 2011 (as amended with effect from 2
January 2012) entered into between the T4 Pre-Invitation Investor, MRP and our Company,
pursuant to which the T4 Pre-Invitation Investor granted an aggregate amount of S$1 million as a
convertible loan to MRP, on terms which, inter alia, provide for an election by the T4 Pre-Invitation
Investor to convert the entire principal amount owed to him into a specified number of fully-paid
Shares of our Company.



The T5 Convertible Loan Agreement, dated 16 February 2011 (as amended with effect from 2
January 2012) entered into between SBJ, the T5 Pre-Invitation Investor, MRP and our Company,
pursuant to which the T5 Pre-Invitation Investor granted an aggregate amount of S$1.5 million as a
convertible loan to SBJ, on terms which, inter alia, provide for an election by the T5 Pre-Invitation
Investor to convert the entire principal amount owed to him into a specified number of fully-paid
Shares of our Company.



The T1 Deed of Novation, dated 21 April 2012 entered into between SBJ, the T1 Pre-Invitation
Investors, MRP and our Company, pursuant to which SBJ was substituted by our Company as the
named borrower in the T1 Convertible Loan Agreement.



The T2 Deed of Novation, dated 21 April 2012 entered into between SBJ, the T2 Pre-Invitation
Investors, MRP and our Company, pursuant to which SBJ was substituted by our Company as the
named borrower in the T2 Convertible Loan Agreement.



The T3 Deed of Novation, dated 21 April 2012 entered into between SBJ, the T3 Pre-Invitation
Investors, MRP and our Company, pursuant to which SBJ was substituted by our Company as the
named borrower in the T3 Convertible Loan Agreement.
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The T4 Deed of Novation, dated 21 April 2012 entered into between the T4 Pre-Invitation Investor,
MRP and our Company, pursuant to which MRP was substituted by our Company as the named
borrower in the T4 Convertible Loan Agreement.



The T5 Deed of Novation, dated 21 April 2012 entered into between SBJ, the T5 Pre-Invitation
Investor, MRP and our Company, pursuant to which SBJ was substituted by our Company as the
named borrower in the T5 Convertible Loan Agreement.



The assignment agreement dated 4 October 2011 and entered into between PT Libra Melati
Investment and GEC, pursuant to which PT Libra Melati Investment assigned its trademark to our
Group.



The support consultancy agreement dated 1 June 2011 between Ellis Botsworth Advisory Pte Ltd
(“EB”) and our Company, pursuant to which EB shall provide support administrative services to
our Company during the course of our IPO exercise. In relation to the aforementioned services,
our Group had paid to EB approximately US$101,000 and US$38,000 in FY2011 and FP2012
respectively. Save as disclosed above and in note (4) in the section “Shareholders” of this
prospectus, Lim Choon Hian and his Associates did not receive any other payments from our
Group during the financial periods under review.



The Deed of Cooperation dated 27 September 2012 entered into between our Company and the
Promoters pursuant to which the Promoters granted our Company the rights of first offer, first
refusal and to match and undertook the non-competition undertaking.



The Technical Services Agreement dated 27 September 2012 entered into between our Company
and PE pursuant to which our Company shall provide the Services.

LITIGATION
We are not involved in, nor have we been involved in, any material legal or arbitration proceedings,
including those that are pending or known to be contemplated, which may have, or have had in the twelve
(12) months preceding the date of lodgement of this Prospectus, a material effect on our financial position
or profitability.
MISCELLANEOUS
There has been no previous issue of Shares by our Company or offer for sale of our Shares to the public
since its incorporation.
Application monies received in respect of all successful applications (including successfully balloted
applications which are subsequently rejected) will be placed in a separate non-interest bearing account
with The Bank of East Asia, Limited (the “Receiving Bank”). There is no sharing arrangement between
the Receiving Bank and our Company in respect of interest or revenue or any other benefit in respect
of the deployment of application monies in the inter-bank monies market, if any. Any refund of the
application monies to unsuccessful or partially successful applicants will be made without any interest or
share of such revenue or other benefit arising therefrom.
No property has been purchased or acquired or proposed to be purchased or acquired by our Group
which is to be paid for, wholly or partly, out of the proceeds from the issue of Invitation Shares or the
purchase or acquisition of which has not been completed at the date of this Prospectus, other than the
contract for the purchase or acquisition whereof was entered into in the ordinary course of business
of our Group, such contract not being made in contemplation of the Invitation nor the Invitation in
consequence of the contract.
Save as disclosed in this Prospectus, our Directors are not aware of any event which has occurred since
1 April 2012 up to the Latest Practicable Date, which may have a material effect on the financial position
and results of our Group.
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Save as disclosed in this Prospectus, the financial condition and operations of our Group are not likely to
be affected by any of the following:(a)

known trends or known demands, commitments, events or uncertainties that will result in or are
reasonably likely to result in our Group’s liquidity increasing or decreasing in any material way;

(b)

material commitments or capital expenditures;

(c)

unusual or infrequent events or transactions or any significant economic changes that will
materially affect the amount of reported income from operations; and

(d)

known trends or uncertainties that have had or that our Group reasonably expects to have a
material favourable or unfavourable impact on revenues or operating income.

Details, including the name, address and professional qualifications (including membership in a
professional body) of the auditor of our Company since incorporation are as follows:-

Name and address
Deloitte & Touche LLP
Certified Public Accountants
6 Shenton Way
#32-00 DBS Building Tower Two
Singapore 068809

Professional body

Partner-in-charge/Professional
qualification

Institute of Certified Public
Accountants of Singapore

Ernest Kan Yaw Kiong
(Certified Public Accountant)

We currently have no intention of changing the auditors of our Company and our Subsidiaries after the
admission of our Company to the Official List of the SGX-ST. The Company will seek the prior consent
of the SGX-ST for any proposed change in the auditors of our Company or any of our significant
Subsidiaries and associated companies.
CONSENTS
The Auditors and Reporting Accountants, Deloitte & Touche LLP, have given and have not withdrawn their
written consent to the issue of this Prospectus with the inclusion herein of the “Independent Auditors’
Report on the Audited Combined Financial Statements for the Financial Year Ended 31 December
2009, 2010 and 2011”, the “Independent Auditors’ Review Report on the Interim Condensed Unaudited
Combined Financial Statements for the three months ended 31 March 2012” and the “Independent
Auditors’ Report on the Unaudited Pro Forma Combined Financial Information as at 31 December 2011
and 31 March 2012” in the form and context in which they are included and references to their name in
the form and context in which it appears in this Prospectus and to act in such capacity in relation to this
Prospectus.
Canaccord Genuity Singapore Pte. Ltd. has given and has not withdrawn its written consent to being
named in this Prospectus as the Issue Manager, the Joint Underwriter and the Joint Placement Agent.
UOB Kay Hian Private Limited has given and has not withdrawn its written consent to be named in this
Prospectus as the Joint Underwriter and the Joint Placement Agent.
The Legal Advisors to the Company on Indonesian Law have given, and have not withdrawn their written
consent to the issue of this Prospectus with the inclusion herein of the statements attributed to it, and
issued by it on 28 September 2012 for the purpose of incorporation, in the sections entitled (i) “Business
– Coal Reserves and Resources – BEK Concession Area and Active Area”; (ii) “Business – Government
Regulations”; (iii) “Business – Properties and Fixed Assets”; (iv) “Regulations Governing the Indonesian
Coal Mining Industry – Foreign Investment”; and (v) “Regulations Governing the Indonesian Coal Mining
Industry – Shares Transfer and Acquisition”, of this Prospectus in the form and context in which such
statements are included and references to its name in the form and context in which it appears in this
Prospectus and to act in such capacity in relation to this Prospectus.
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The Independent Technical Expert has given, and has not before the registration of this Prospectus,
withdrawn their written consent to being named in this Prospectus with the inclusion herein of the ITR
as set out in Appendix G of this Prospectus, in the form and context in which they are included and
references to their name in the form and context in which it appears in this Prospectus and to act in such
capacity in relation to this Prospectus.
The Independent Valuer has given, and has not before the registration of this Prospectus, withdrawn their
written consent to being named in this Prospectus with the inclusion herein of the Valuation Report as set
out in Appendix H of this Prospectus, in the form and context in which they are included and references
to their name in the form and context in which it appears in this Prospectus and to act in such capacity in
relation to this Prospectus.
Each of the Solicitors to the Invitation and to the Company on Singapore Law, the Solicitors to the Issue
Manager, the Joint Underwriters and the Joint Placement Agents, the Share Registrar, the Principal
Banker and the Receiving Banker do not make or purport to make any statement in this Prospectus
or any statement upon which a statement in this Prospectus is based and each of them makes no
representation regarding any statement in this Prospectus and to the maximum extent permitted by law,
expressly disclaim and takes no responsibility for any liability to any person which is based on, or arises
out of, any statement, information or opinions in, or omission from, this Prospectus.
DOCUMENTS AVAILABLE FOR INSPECTION
Copies of the following documents may be inspected at our registered office during normal business
hours for a period of six months from the date of registration by the Authority of this Prospectus:(a)

the Memorandum and Articles of Association of our Company;

(b)

the material contracts referred to in this Prospectus;

(c)

the Service Agreements;

(d)

the ITR referred to in this Prospectus;

(e)

the Valuation Report referred to in this Prospectus;

(f)

the “Independent Auditors’ Report and the Audited Combined Financial Statements for the
Financial Year Ended 31 December 2009, 2010 and 2011” as set out in Appendix A of this
Prospectus;

(g)

the “Independent Auditors’ Review Report and the Interim Condensed Unaudited Combined
Financial Statements for the Three Months Ended 31 March 2012” as set out in Appendix B of this
Prospectus;

(h)

the “Independent Auditors’ Report and the Unaudited Pro Forma Combined Financial Information
as at 31 December 2011 and 31 March 2012” as set out in Appendix C of this Prospectus; and

(i)

the letters of consent referred to in this Prospectus.

RESPONSIBILITY STATEMENT BY THE DIRECTORS OF OUR COMPANY AND THE VENDORS
Our Directors and the Vendors collectively and individually accept full responsibility for the accuracy of the
information given in this Prospectus and confirm after making all reasonable enquiries, that to the best of
their knowledge and belief, this Prospectus constitutes full and true disclosure of all material facts about
the Invitation, our Company and our subsidiaries, and our Directors and the Vendors are not aware of any
facts the omission of which would make any statement in this Prospectus misleading. Where information
in this Prospectus has been extracted from published or otherwise publicly available sources or obtained
from a named source, the sole responsibility of our Directors and the Vendors has been to ensure that
such information has been accurately and correctly extracted from those sources and/or reproduced in
this Prospectus in its proper form and context.
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APPENDIX A
INDEPENDENT AUDITORS’ REPORT AND THE AUDITED COMBINED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2009, 2010 AND 2011
10 October 2012

The Board of Directors
Geo Energy Resources Limited
10 Anson Road
#20-16 International Plaza
Singapore 079903

Dear Sirs

Report on the Combined Financial Statements
We have audited the accompanying combined financial statements of Geo Energy Resources Limited
(the “Company”) and its subsidiaries (collectively referred to as the “Group”). The combined financial
statements comprise the combined statements of financial position as at 31 December 2009, 2010 and
2011, and the combined statements of comprehensive income, combined statements of changes in
equity and combined statements of cash flows of the Group for the respective year ended 31 December
2009, 2010 and 2011 (the “Relevant Periods”), and a summary of significant accounting policies and
other explanatory notes, as set out on pages A-3 to A-50.
Management’s Responsibility for the Combined Financial Statements
Management is responsible for the preparation of these combined financial statements that give a true
and fair view in accordance with the Singapore Financial Reporting Standards and for devising and
maintaining a system of internal accounting controls sufficient to provide reasonable assurance that
assets are safeguarded against loss from unauthorised use or disposition; and transactions are properly
authorised and that they are recorded as necessary to permit the preparation of true and fair profit and
loss accounts and balance sheets and to maintain accountability of assets.
Auditors’ Responsibility
Our responsibility is to express an opinion on these combined financial statements based on our audit.
We conducted our audit in accordance with Singapore Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the combined financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the combined financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the combined financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of the combined financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the combined financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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ENDED 31 DECEMBER 2009, 2010 AND 2011
Opinion
In our opinion, the combined financial statements of the Group are properly drawn up in accordance with
the Singapore Financial Reporting Standards so as to give a true and fair view of the state of affairs of
the Group as at 31 December 2009, 2010 and 2011 and of the results, changes in equity and cash flows
of the Group for the Relevant Periods.
Other Matters
This report has been prepared solely to you for inclusion in the prospectus in connection with the
proposed listing of Geo Energy Resources Limited on the Singapore Exchange Securities Trading Limited
and for no other purposes.

Deloitte & Touche LLP
Public Accountants and
Certified Public Accountants
Singapore

Ernest Kan Yaw Kiong
Partner
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
COMBINED STATEMENTS OF FINANCIAL POSITION
As at 31 December 2009, 2010 and 2011
Note

2009
US$

2010
US$

2011
US$

ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Total current assets

7
8
9
10

1,504,488
616,779
2,091,554
415,018
4,627,839

2,150,418
3,661,080
3,000,047
2,983,952
11,795,497

4,214,407
519,532
1,674,188
1,871,356
8,279,483

Non-current assets
Prepayments
Deferred mining evaluation assets
Property, plant and equipment
Total non-current assets

9
11
12

599,378
66,563
11,059,720
11,725,661

932,508
316,075
38,299,533
39,548,116

730,895
1,444,359
80,397,778
82,573,032

16,353,500

51,343,613

90,852,515

13
14
15
16
18

141,179
964,376
8,848,176
–
2,112,144
762,200
12,828,075

253,846
5,705,204
8,528,685
–
10,607,371
3,948,666
29,043,772

249,032
8,596,147
1,492,586
5,000,000
8,835,646
4,110,127
28,283,538

13
16
17
18
19
20

–
–
–
1,802,485
63,405
54,803
1,920,693

1,015,385
–
–
7,014,850
136,655
793,726
8,960,616

775,839
15,035,292
15,113,078
2,324,986
691,377
1,974,674
35,915,246

21
22

202,998
–
156,026
1,245,708
1,604,732
–
1,604,732

153,846
538,478
344,002
12,334,252
13,370,578
(31,353)
13,339,225

153,846
–
(244,775)
26,655,020
26,564,091
89,640
26,653,731

16,353,500

51,343,613

90,852,515

Total assets
LIABILITIES AND EQUITY
Current liabilities
Bank borrowings
Trade and other payables
Loans from related parties
Amount due to a related party
Current portion of finance leases
Income tax payable
Total current liabilities
Non-current liabilities
Bank borrowings
Amount due to a related party
Convertible loans
Finance leases
Retirement benefit obligations
Deferred tax liabilities
Total non-current liabilities
Capital, reserves and non-controlling interests
Share capital
Other reserve
Translation reserve
Retained earnings
Equity attributable to owners of the Company
Non-controlling interests
Total equity
Total liabilities and equity
See accompanying notes to financial statements.
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
COMBINED STATEMENTS OF COMPREHENSIVE INCOME
Financial year ended 31 December 2009, 2010 and 2011
Note

2009

2010

2011

US$

US$

US$

13,651,465

50,053,133

69,246,013

Cost of sales

(10,973,497)

(31,007,244)

(42,587,325)

Gross profit

2,677,968

19,045,889

26,658,688

445,460

319,778

298,847

Revenue

Other income

23

24

General and administrative expenses

(365,445)

(1,833,119)

(5,249,348)

Other expenses

25

(359,593)

(822,318)

(492,169)

Finance costs

26

(375,400)

(1,337,506)

(1,943,842)

15,372,724

19,272,176

(4,317,121)

(4,831,577)

1,240,697

11,055,603

14,440,599

158,349

188,353

1,399,046

11,243,956

13,847,667

1,240,697

11,088,544

14,320,768

Profit before income tax

2,022,990

Income tax expense

27

Profit for the year

28

(782,293)

Other comprehensive income:
Exchange differences on translation
Total comprehensive income for the year

(592,932)

Profit attributable to:
Owners of the Company
Non-controlling interests

–

(32,941)

119,831

1,240,697

11,055,603

14,440,599

1,399,046

11,276,520

13,731,991

Total comprehensive income attributable to:
Owners of the Company
Non-controlling interests

–

(32,564)

115,676

1,399,046

11,243,956

13,847,667

Earnings per share:
- Basic (cents)

29

0.15

1.39

1.79

- Diluted (cents)

29

0.14

1.23

1.59

See accompanying notes to financial statements.
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
COMBINED STATEMENTS OF CHANGES IN EQUITY
Financial year ended 31 December 2009, 2010 and 2011

Other
reserve

Translation
reserve

Retained
earnings

Equity
attributable
to owners
of the
Company

US$

US$

US$

US$

US$

(Note 21)

(Note 22)

Share
capital

Balance at 1 January 2009

Noncontrolling
interests

Total

US$

US$

13,296

–

(2,323)

5,011

15,984

–

15,984

189,702

–

–

–

189,702

–

189,702

–

–

158,349

1,240,697

1,399,046

–

1,399,046

Balance at 31 December 2009

202,998

–

156,026

1,245,708

1,604,732

–

1,604,732

Issuance of shares

682,186

–

–

–

682,186

–

682,186

Arising from Restructuring
Exercise

(731,338)

538,478

–

–

(192,860)

1,211

(191,649)

–

–

187,976

11,088,544

11,276,520

(32,564)

11,243,956

153,846

538,478

344,002

12,334,252

13,370,578

(31,353)

13,339,225

Arising from Restructuring
Exercise

–

(538,478)

–

–

(538,478)

5,317

(533,161)

Total comprehensive income
for the year

–

–

(588,777)

14,320,768

13,731,991

115,676

13,847,667

153,846

–

(244,775)

26,655,020

26,564,091

89,640

26,653,731

Issuance of shares
Total comprehensive income
for the year

Total comprehensive income
for the year
Balance at 31 December 2010

Balance at 31 December 2011

See accompanying notes to financial statements.
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APPENDIX A
INDEPENDENT AUDITORS’ REPORT AND THE AUDITED COMBINED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2009, 2010 AND 2011
GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
COMBINED STATEMENTS OF CASH FLOWS
Financial year ended 31 December 2009, 2010 and 2011
2009

2010

2011

US$

US$

US$

2,022,990

15,372,724

19,272,176

859,269

2,876,451

6,527,774

Property, plant and equipment written-off

40,114

656,038

–

Deferred mining evaluation assets written-off

69,305

450,127

–

Operating activities
Profit before income tax
Adjustments for:
Depreciation of property, plant and equipment

Loss on disposal of property, plant and equipment

113,842

450,142

138,161

Interest expense

375,400

1,337,506

1,943,842

Interest income

(6,976)

Retirement benefit obligations

57,282

Net foreign exchange (gains) losses

(1,010,049)

Operating cash flows before movements in working capital
Trade and other receivables, and prepayments
Inventories
Trade and other payables

Income tax paid

69,630

574,574

(481,895)

794,679

20,711,063

29,223,112

(2,197,292)

(3,952,794)

4,467,407

(2,568,934)

1,112,596

663,190

4,740,828

2,890,943

1,110,232

18,930,163

37,694,058

(52,388)

Net cash from operating activities

(28,094)

2,521,177

123,157

Cash generated from operations

(19,660)

1,057,844

(409,535)

(3,402,393)

18,520,628

34,291,665

(2,391,444)

(2,880,800)

Investing activities
Expenditure on deferred mining evaluation assets

(997,623)

Interest received

6,976

Advance payments for purchase of property, plant and
equipment (Note A)
Purchase of property, plant and equipment (Note A)
Proceeds from disposal of property, plant and equipment
Net cash used in investing activities

28,094

(599,378)

(932,508)

(730,895)

(1,158,423)

(5,495,802)

(23,593,487)

260,342
(2,488,106)
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19,660

2,030,190

1,968,843

(6,769,904)

(25,208,245)

APPENDIX A
INDEPENDENT AUDITORS’ REPORT AND THE AUDITED COMBINED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2009, 2010 AND 2011
2009

2010

2011

US$

US$

US$

Financing activities
Interest paid

(375,400)

Proceeds from borrowings

–

Proceeds from issuance of convertible loans (Note 17)

–

Repayment of borrowings
Repayment of obligations under finance leases
Proceeds from related parties loans

(1,337,506)

(1,943,842)

1,269,231

–

–

15,113,078

(98,452)

(141,179)

(244,360)

(1,528,764)

(10,997,170)

(12,344,483)

4,367,031

–

–

Repayment of related parties loans

–

(319,491)

(7,036,099)

Net cash outflow on acquisition from Restructuring
Exercise (Note B)

–

(192,860)

(538,478)

Proceeds from issuance of shares

189,702

Net cash from (used in) financing activities

2,554,117

Increase in cash and cash equivalents

682,186
(11,036,789)

–
(6,994,184)

1,123,855

713,935

2,089,236

Cash and cash equivalents at beginning of the year

455,629

1,504,488

2,150,418

Effect of exchange rate changes on the balance of cash
held in foreign currencies

(74,996)

Cash and cash equivalents at end of the year (Note 7)

1,504,488

(68,005)
2,150,418

(25,247)
4,214,407

Notes to combined statements of cash flows:
A)

In 2011, the Group acquired property, plant and equipment with an aggregate cost of US$50,444,181 (2010 :
US$30,799,942; 2009 : US$5,451,793) of which US$5,882,894 (2010 : US$24,704,762; 2009 : US$3,899,808)
was acquired under finance lease arrangements and US$20,035,292 (2010 : US$Nil; 2009 : US$Nil) remains
unpaid and is included as part of amount due to a related party (Note 16).
In addition, the Group utilised its advance payment of US$932,508 (2010 : US$599,378; 2009 : US$393,562)
which was paid in prior year (Note 9) to purchase property, plant and equipment during the financial year.
Cash payments of US$23,593,487 (2010 : US$5,495,802; 2009 : US$1,158,423) were made to purchase the
property, plant and equipment.

B)

In 2011, PT Geo Energy Coalindo (“GEC”) acquired its share of the paid-up capital of PT Mitra Riau Pratama
(“MRP”) and subsequently, the Company acquired its share of the paid-up capital of GEC and GCI, pursuant
to the Restructuring Exercise.
In 2010, GEC acquired its share of the paid-up capital of PT Mitra Nasional Pratama (“MNP”) and PT Sumber
Bara Jaya (“SBJ”), pursuant to the Restructuring Exercise. There was no acquisition made by the Company in
2009, arising from the Restructuring Exercise.

See accompanying notes to financial statements.
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APPENDIX A
INDEPENDENT AUDITORS’ REPORT AND THE AUDITED COMBINED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2009, 2010 AND 2011
GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
NOTES TO COMBINED FINANCIAL STATEMENTS
31 December 2009, 2010 and 2011

1

GENERAL
The Company (Registration No. 201011034Z) is incorporated in Singapore with its principal
place of business and registered office at 10 Anson Road #20-16 International Plaza, Singapore
079903. The combined financial statements are presented in United States dollars (US$) to
enhance the comparability of the Group’s financials to other companies in the coal mining industry.
The principal activity of the Company is that of an investment holding.
The principal activities of the subsidiaries are disclosed in Note 2.
The combined financial statements of the Group for the financial year ended 31 December 2009,
2010 and 2011 (the “Relevant Periods”) were authorised for issue by the Board of Directors on 10
October 2012.

2

BASIS OF PREPARATION OF COMBINED FINANCIAL STATEMENTS
RESTRUCTURING EXERCISE – In preparation for the proposed listing of the Company on the
Singapore Exchange Securities Trading Limited, the Company undertook a restructuring exercise
(the “Restructuring Exercise”) to rationalise the structure of the Company and its subsidiaries
(hereinafter collectively referred to as the “Group”).
The details of the Restructuring Exercise are as follows:
A.

Incorporation of Geo Energy Resources Pte. Ltd.

On 24 May 2010, the Company was incorporated in Singapore under the name of “Geo Energy
Resources Pte. Ltd.” with an issued and paid-up share capital of S$100 divided into 100 ordinary
shares. The initial subscribers were Kasmadi Melati, Charles Antonny Melati and Dhamma Surya
of 60 shares, 10 shares and 30 shares respectively. On 1 July 2010, the Company increased its
issued and paid up share capital to S$200,000 divided into 200,000 ordinary shares via the issue
and allotment of 49,940 new ordinary shares to Kasmadi Melati, 29,990 new ordinary shares to
Charles Antonny Melati, 30,000 new ordinary shares to Huang She Thong, 30,000 new ordinary
shares to Richard Kennedy Melati, 29,970 new ordinary shares to Dhamma Surya, and 30,000
new ordinary shares to Darmin at the issue price of S$1 per Share.
On 1 August 2011, the following transfers of shares were carried out for a consideration of S$1 per
Share:
i)
ii)
iii)
iv)
v)
vi)
vii)
viii)

Charles Antonny Melati transferred 7,560 shares to Ng See Yong;
Charles Antonny Melati transferred 7,560 shares to Yanto Melati;
Charles Antonny Melati transferred 3,120 shares to Master Resources International Limited;
Richard Kennedy Melati transferred 22,440 shares to Master Resources International
Limited;
Huang She Thong transferred 22,440 shares to Master Resources International Limited;
Dhamma Surya transferred 15,600 shares to Master Resources International Limited;
Darmin transferred 26,400 shares to Master Resources International Limited; and
Kasmadi Melati transferred 50,000 shares to Master Resources International Limited.

A-8

APPENDIX A
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ENDED 31 DECEMBER 2009, 2010 AND 2011
2

BASIS OF PREPARATION OF COMBINED FINANCIAL STATEMENTS (Cont’d)
A.

Incorporation of Geo Energy Resources Pte. Ltd. (Cont’d)

Pursuant to the above-mentioned transfers of shares, the shareholders of the Company are Master
Resources International Limited (“Master Resources”) holding 140,000 shares, Dhamma Surya
holding 14,400 shares, Charles Antonny Melati holding 11,760 shares, Ng See Yong holding
7,560 shares, Huang She Thong holding 7,560 shares, Yanto Melati holding 7,560 shares, Richard
Kennedy Melati holding 7,560 shares and Darmin holding 3,600 shares.
Master Resources is the Company’s ultimate holding company which is incorporated in British
Virgin Islands. It is controlled directly by “Melati Family” members comprising Charles Antonny
Melati, Richard Kennedy Melati, Huang She Thong, Ng See Yong and Yanto Melati, and “Surya
Family” members comprising Dhamma Surya and Darmin.
B.

Acquisition of shares in PT Sumber Bara Jaya (“SBJ”)

(i)

Pursuant to a deed of shares sale and purchase No. 77 dated 29 October 2010 entered
into between Richard Kennedy Melati and GEC, GEC acquired from Richard Kennedy
Melati 49.9% of SBJ, comprising 499 shares, for a cash consideration of Indonesian Rupiah
(“IDR”) 499,000,000 (or US$55,904 based on an exchange rate of US$1 : IDR8,926, being
the average of daily bid-ask exchange rates for October 2010 published by the Bank of
Indonesia).

(ii)

Pursuant to a deed of shares sale and purchase No. 78 dated 29 October 2010 entered
into between Darmin and GEC, GEC acquired from Darmin 50.0% of SBJ, comprising 500
shares, for a cash consideration of IDR500,000,000 (or US$56,016 based on an exchange
rate of US$1 : IDR8,926, being the average of daily bid-ask exchange rates for October 2010
published by the Bank of Indonesia).

The aggregate consideration of IDR999,000,000 (US$111,920) for the transfer of the 999 shares
in SBJ was determined based on arm’s length negotiations on normal commercial terms, with
reference to the par value of the shares of SBJ as at 29 October 2010. As a result of the transfer
of shares of SBJ, GEC became the registered owner of 99.9% of the shares in SBJ. Richard
Kennedy Melati holds the remaining 0.1% of the shares in SBJ.
C.

Acquisition of shares in PT Mitra Nasional Pratama (“MNP”)

(i)

Pursuant to a deed of shares sale and purchase No. 80 dated 29 October 2010 entered into
between Huang She Thong and GEC, GEC acquired from Huang She Thong 50.0% of MNP,
comprising 50 shares, for a cash consideration of IDR500,000,000 (or US$56,016 based on
an exchange rate of US$1 : IDR8,926, being the average of daily bid-ask exchange rates for
October 2010 published by the Bank of Indonesia).

(ii)

Pursuant to a deed of shares sale and purchase No. 81 dated 29 October 2010 entered
into between Junaidi and GEC, GEC acquired from Junaidi 49.0% of MNP, comprising 49
shares, for a cash consideration of IDR490,000,000 (or US$54,896 based on an exchange
rate of US$1 : IDR8,926, being the average of daily bid-ask exchange rates for October 2010
published by the Bank of Indonesia).

The aggregate consideration of IDR990,000,000 (US$110,912) for the transfer of the 99 shares
in MNP was determined based on arm’s length negotiations on normal commercial terms, with
reference to the par value of shares of MNP as at 29 October 2010. As a result of the transfer of
shares of MNP, GEC became the registered owner of 99% of the shares in MNP. Richard Kennedy
Melati holds the remaining 1% of the shares in MNP.
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2

BASIS OF PREPARATION OF COMBINED FINANCIAL STATEMENTS (Cont’d)
D.

Acquisition of shares in PT Mitra Riau Pratama (“MRP”)

(i)

Pursuant to a deed of shares sale and purchase No. 105 dated 8 March 2011 entered
into between PT Libra Melati Investment and GEC, GEC acquired from PT Libra
Melati Investment 50.0% of MRP, comprising 125 shares, for a cash consideration of
IDR62,500,000 (or US$7,176 based on an exchange rate of US$1 : IDR8,709, being the
average of daily bid-ask exchange rates for March 2011 published by the Bank of Indonesia).

(ii)

Pursuant to a deed of shares sale and purchase No. 107 dated 8 March 2011 entered
into between PT Libra Melati Investment and GEC, GEC acquired from PT Libra Melati
Investment 20.0% of MRP, comprising 50 shares, for a cash consideration of IDR25,000,000
(or US$2,871 based on an exchange rate of US$1 : IDR8,709, being the average of daily
bid-ask exchange rates for March 2011 published by the Bank of Indonesia).

(iii)

Pursuant to a deed of shares sale and purchase No. 108 dated 8 March 2011 entered into
between PT Geo Surya Energy and GEC, GEC acquired from PT Geo Surya Energy 29.6%
of MRP, comprising 74 shares, for a cash consideration of IDR37,000,000 (or US$4,248
based on an exchange rate of US$1 : IDR8,709, being the average of daily bid-ask
exchange rates for March 2011 published by the Bank of Indonesia).

The aggregate consideration of IDR124,500,000 (US$14,295) for the transfer of the 249 shares
in MRP was determined based on arm’s length negotiations on normal commercial terms, with
reference to the par value of shares of MRP as at 8 March 2011. As a result of the transfer of
shares of MRP, GEC became the registered owner of 99.6% of the shares in MRP. Charles
Antonny Melati holds the remaining 0.4% of the shares in MRP. On 29 February 2012, GEC’s
shareholding interest in MRP was increased to 99.99% through the issue of new shares in MRP to
GEC.
E.

Acquisition of shares in PT Geo Energy Coalindo (“GEC”)

(i)

Pursuant to a deed of shares sale and purchase No. 38 dated 9 August 2011 entered into
between PT Libra Melati Investment and the Company, the Company acquired from PT
Libra Melati Investment 69.0% of GEC, comprising 3,450 shares, for a cash consideration
of IDR3,450,000,000 (or US$402,567 based on an exchange rate of US$1 : IDR8,570,
being the average of daily bid-ask exchange rates for August 2011 published by the Bank of
Indonesia).

(ii)

Pursuant to a deed of shares sale and purchase No. 39 dated 9 August 2011 entered
into between PT Geo Surya Energy and the Company, the Company acquired from PT
Geo Surya Energy 30.0% of GEC, comprising 1,500 shares, for a cash consideration of
IDR1,500,000,000 (or US$175,029 based on an exchange rate of US$1 : IDR8,570, being
the average of daily bid-ask exchange rates for August 2011 published by the Bank of
Indonesia).

The aggregate consideration of IDR4,950,000,000 (US$577,596) for the transfer of the 4,950
shares in GEC was determined based on arm’s length negotiations on normal commercial terms,
with reference to the par value of shares of GEC as at 9 August 2011. As a result of the transfer of
shares of GEC, the Company became the registered owner of 99% of the shares in GEC. PT Libra
Melati Investment holds the remaining 1% of the shares in GEC.
F.

Acquisition of shares in Geo Coal International Pte. Ltd. (“GCI”)

Pursuant to a sale and purchase agreement dated 30 December 2011 entered into between
Bounty Success Venture Ltd and the Company, the Company acquired from Bounty Success
Venture Ltd 100% of GCI, comprising 100 shares, for a cash consideration of S$100 (or US$77
based on an exchange rate of US$1 : S$1.30 being the closing exchange rate on 30 December
2011 published by the Monetary Authority of Singapore).
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BASIS OF PREPARATION OF COMBINED FINANCIAL STATEMENTS (Cont’d)
F.

Acquisition of shares in Geo Coal International Pte. Ltd. (“GCI”) (Cont’d)

The aggregate consideration of S$100 (US$77) for the transfer of the 100 shares in GCI was
determined based on arm’s length negotiations on normal commercial terms, with reference to the
issued and paid up share capital of GCI as at 30 December 2011. As a result of the transfer of
shares of GCI, the Company became the registered owner of 100% of the shares in GCI.
G.

Acquisition of shares in PT Bumi Enggang Khatulistiwa (“BEK”)

Pursuant to an assignment agreement dated 31 December 2011 entered into between Edy
Gunawan, Laurensius, Charles Antonny Melati, Darmin (acting as president director of SBJ),
and Richard Kennedy Melati (the “BEK Assignment Agreement”), SBJ received 99.98% of BEK,
comprising 4,999 shares. As a result of the transfer of shares of BEK, SBJ became the registered
owner of 99.98% of the shares in BEK. Richard Kennedy Melati holds the remaining 0.02% of the
shares in BEK.
H.

Share Division

On 5 October 2012, the Company completed the sub-division of every one ordinary share in the
share capital into 4,000 ordinary shares.
I.

Conversion and Adjustment

Pursuant to the convertible loan agreements dated 16 February 2011 (the “Agreements”), the preinvitation investors granted to members of the Group (being either of MRP or SBJ, depending on
the Individual Convertible Loan Agreement) convertible loans with an aggregate amount of S$20.5
million, on terms which, inter alia, provide for an election by the pre-invitation investors to convert
the entire principal amount owed to him into a specified number of ordinary shares in the Company.
Of the S$20.5million, S$0.85 million were subsequently repaid to the relevant pre-invitation
investors in cash.
Pursuant to the adjustment agreements dated 2 January 2012 (the “Adjustment Agreements”),
Master Resources International Limited has agreed with the pre-invitation investors, inter alia,
to the delivery of the ordinary shares between Master Resources International Limited (or its
nominees) and the respective pre-invitation investors as an adjustment mechanism in the event
that the number of ordinary shares received by the respective pre-invitation investors pursuant to
the conversion of the convertible loans differs from the number of ordinary shares they would have
had received if they had converted the amount of the convertible loan owed to them at a certain
discount to the invitation price, such discounts being either 30%, 40% or 50% depending on the
specific Adjustment Agreement which the respective pre-invitation investor is party to.
Pursuant to the deeds of novation dated 21 April 2012, the Company substituted the original
borrower in the Agreements as the named borrower.
On 5 October 2012, pursuant to the conversion of convertible loans, 98,702,639 ordinary shares
were issued to the pre-invitation investors in accordance with the terms of the Agreements.
On 8 October 2012, pursuant to the Adjustment Agreements, the pre-invitation investors
transferred 607,400 ordinary shares in aggregate to Master Resources and its nominees.
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BASIS OF PREPARATION OF COMBINED FINANCIAL STATEMENTS (Cont’d)
Subsidiaries
Upon completion of the Restructuring Exercise, details of the Company’s subsidiaries are as
follows:
Principal activities/
Country of incorporation
and operation

Name of subsidiaries

Geo Coal International Pte. Ltd. (a) (d)

PT Geo Energy Coalindo

(b) (c)

Effective equity interest
of the Company
2009

2010

2011

%

%

%

–

100

100

Investment holding/
Indonesia

100

99.00

99.00

Rental of equipment/
Indonesia

100

98.60

98.60

Mining/Indonesia

100

98.01

98.01

Mining/Indonesia

100

98.90

98.90

Mining/Indonesia

–

–

98.88

Coal trading/Singapore

Held by PT Geo Energy Coalindo
PT Mitra Riau Pratama

(b) (c)

PT Mitra Nasional Pratama
PT Sumber Bara Jaya

(b) (c)

(b) (c)

Held by PT Sumber Bara Jaya
PT Bumi Enggang Khatulistiwa

(b) (c)

Note
(a)

Audited by Deloitte & Touche LLP, Singapore.

(b)

Audited by Osman Bing Satrio and Rekan, Indonesia (a member firm of Deloitte & Touche Tohmatsu), for
consolidation purpose.

(c)

Under the Indonesian Company Law, a limited liability company incorporated in Indonesia is required to have a
minimum of two shareholders. As a result, certain subsidiaries are held by a non-controlling interest party.

(d)

The subsidiary has been inactive since its date of incorporation.

The Group resulting from the above Restructuring Exercise as disclosed in Notes 2A to 2F
is regarded as a continuing entity throughout the Relevant Periods as the Group is ultimately
controlled by the common shareholders both before and after the Restructuring Exercise.
Accordingly, although the Company is only incorporated on 24 May 2010, the combined financial
statements of the Group for the financial year ended 31 December 2009, 2010 and 2011 have
been prepared using the principles of merger accounting on the basis that the Restructuring
Exercise transfers the equity interest in the combining entities under the common control to the
Company has been effected as at the beginning of the Relevant Periods presented in these
combined financial statements, or since their respective dates of establishment whichever is the
shorter period.
The subsidiaries which are acquired by the Company pursuant to the Restructuring Exercise as
disclosed in Notes 2B to 2F were under the common control of the Melati Family and Surya Family.
Both Melati Family and Surya Family have acted in concert throughout the Relevant Periods and
also control the Company both before and after the Restructuring Exercise. Accordingly, the
formation of the Group pursuant to the Restructuring Exercise as disclosed in Notes 2A to 2F is
regarded as business combination involving entities under common control.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING – The combined financial statements have been prepared in accordance
with the historical cost basis except as disclosed in the accounting policies below, and are drawn
up in accordance with the provisions of Singapore Financial Reporting Standards (“FRS”).
ADOPTION OF NEW AND REVISED STANDARDS - The Group has adopted all the new and
revised FRSs and Interpretations of FRS (“INT FRS”) that are relevant to its operations and
effective since the beginning of the Relevant Periods.
At the date of authorisation of these combined financial statements, the following FRSs that are
relevant to the Group were issued but not effective:







Amendments to FRS 1 Presentation of Financial Statements – Amendments relating to
Presentation of Items of Other Comprehensive Income
Amendments to FRS 19 Employee Benefits
FRS 27 (Revised) Separate Financial Statements
FRS 110 Consolidated Financial Statements
FRS 112 Disclosure of Interests in Other Entities
FRS 113 Fair Value Measurement

Consequential amendments were also made to various standards as a result of these new/revised
standards.
Amendments to FRS 1 Presentation of Financial Statements – Amendments relating to
Presentation of Items of Other Comprehensive Income
The amendments on Other Comprehensive Income (“OCI”) presentation will require the Group to
present in separate groupings, OCI items that might be recycled i.e. reclassified to profit or loss
(e.g. foreign currency translation) and those items that would not be recycled. The tax effects
recognised for the OCI items would also be captured in the respective grouping, although there is a
choice to present OCI items before tax or net of tax.
Changes arising from these amendments to FRS 1 will take effect from annual period beginning on
or after 1 July 2012, with full retrospective application.
When the entity adopts the amendments, it will have to present revaluation gains on property, plant
and equipment and the corresponding tax effects separately from other OCI items that might be
recycled to profit or loss.
Amendments to FRS 19 Employee Benefits
The amendments to FRS 19 change the accounting for defined benefit plans and termination
benefits. The most significant change relates to the accounting for changes in defined benefit
obligations and plan assets. The amendments require the recognition of changes in defined
benefit obligations and in fair value of plan assets when they occur, and hence eliminate the
‘corridor approach’ permitted under the previous version of FRS 19 and accelerate the recognition
of past service costs. The amendments require all actuarial gains and losses to be recognised
immediately through other comprehensive income in order for the net pension asset or liability
recognised in the consolidated statement of financial position to reflect the full value of the plan
deficit or surplus.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Amendments to FRS 19 Employee Benefits (Cont’d)
The amendments to FRS 19 are effective for annual periods beginning on or after 1 January
2013 and require retrospective application with certain exceptions. The Group anticipates that the
application of the amendments to FRS 19 may have impact on amounts reported in respect of the
Group’s defined benefit plans. However, the Group has not yet performed a detailed analysis of
the impact of the application of the amendments, and hence has not yet quantified the extent of the
impact.
FRS 110 Consolidated Financial Statements and FRS 27 Separate Financial Statements
FRS 110 replaces the control assessment criteria and consolidation requirements currently in FRS
27 and INT FRS 12 Consolidation – Special Purpose Entities.
FRS 110 defines the principle of control and establishes control as the basis for determining which
entities are consolidated in the consolidated financial statements. It also provides more extensive
application guidance on assessing control based on voting rights or other contractual rights. Under
FRS 110, control assessment will be based on whether an investor has (i) power over the investee;
(ii) exposure, or rights, to variable returns from its involvement with the investee; and (iii) the
ability to use its power over the investee to affect the amount of the returns. FRS 27 remains as a
standard applicable only to separate financial statements.
FRS 110 will take effect from financial year beginning on or after 1 January 2014, with full
retrospective application.
Management anticipates that the adoption of FRS 110 will not have a material impact on the
financial statements of the Group in the period of their initial adoption.
FRS 112 Disclosure of Interests in Other Entities
FRS 112 requires an entity to provide more extensive disclosures regarding the nature of and risks
associated with its interest in subsidiaries, associates, joint arrangements and unconsolidated
structured entities.
FRS 112 will take effect from financial year beginning on or after 1 January 2014, and the Group is
currently estimating extent of additional disclosures needed.
FRS 113 Fair Value Measurement
FRS 113 is a single new Standard that applies to both financial and non-financial items. It replaces
the guidance on fair value measurement and related disclosures in other Standards, with the
exception of measurement dealt with under FRS 102 Share-based Payment, FRS 17 Leases, net
realisable value in FRS 2 Inventories and value-in-use in FRS 36 Impairment of Assets.
FRS 113 provides a common fair value definition and hierarchy applicable to the fair value
measurement of assets, liabilities, and an entity’s own equity instruments within its scope, but does
not change the requirements in other Standards regarding which items should be measured or
disclosed at fair value.
FRS 113 will be effective prospectively from annual periods beginning on or after 1 January 2013.
Comparative information is not required for periods before initial application.
The Group is currently estimating the effects of FRS 113 in the period of initial adoption.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BASIS OF COMBINATIONS - The combined financial statements incorporate the financial
statements of the Company and entities controlled by the Company (its subsidiaries) and had been
prepared using the principles of merger accounting and on the assumption that the restructuring of
entities controlled by the same shareholders has been effected as at the beginning of the Relevant
Periods presented in these combined financial statements. Control is achieved where the Company
has the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.
The results of subsidiaries acquired or disposed of during the year are included in the combined
statement of comprehensive income from the effective date of acquisition or up to the effective date
of disposal, as appropriate.
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those used by other members of the Group.
All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein.
The interest of non-controlling shareholders that are present ownership interests and entitle their
holders to a proportionate share of the entity’s net assets in the event of liquidation was initially
measured at date of original business combination, at the non-controlling interests’ proportionate
share of the fair value of the acquiree’s identifiable net assets. The carrying amount of noncontrolling interests is subsequently measured at the amount of those interests at initial recognition
plus the non-controlling interests’ share of subsequent changes in equity. Total comprehensive
income is attributed to non-controlling interests even if this results in the non-controlling interests
having a deficit balance.
FINANCIAL INSTRUMENTS - Financial assets and financial liabilities are recognised on the
Group’s combined statement of financial position when the Group becomes a party to the
contractual provisions of the instrument.
Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial instrument
and of allocating interest income or expense over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash receipts or payments (including all fees
on points paid or received that form an integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life of the financial instrument, or where
appropriate, a shorter period. Income or expense is recognised on an effective interest basis for
debt instruments.
Financial assets
All financial assets are recognised and derecognised on a trade date where the purchase or
sale of an investment is under a contract whose terms require delivery of the investment within
the timeframe established by the market concerned, and are initially measured at fair value plus
transaction costs, except for those financial assets classified as at fair value through profit or loss
which are initially measured at fair value.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial assets (Cont’d)
Loans and receivables
Trade and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as “loans and receivables”. These are initially measured at fair value
and subsequently measured at amortised cost using the effective interest method less impairment.
Interest is recognised by applying the effective interest rate method, except for short-term
receivables when the recognition of interest would be immaterial.
Cash and cash equivalents in the combined statements of cash flows
Cash and cash equivalents in the combined statements of cash flows comprise cash on hand,
cash at bank and other short-term highly liquid assets that are readily convertible to a known
amount of cash and are subject to an insignificant risk of changes in value.
Impairment of financial assets
Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the financial assets have been impacted. For financial assets carried at amortised cost, the
amount of the impairment is the difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the original effective interest rate.
The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables where the carrying amount is reduced
through the use of an allowance account. When a trade receivable is uncollectible, it is writtenoff against the allowance account. Subsequent recoveries of amounts previously written-off are
credited against the allowance account. Changes in the carrying amount of the allowance account
are recognised in profit or loss.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment loss was recognised, the previously
recognised impairment loss is reversed through profit or loss to the extent the carrying amount of
the financial asset at the date the impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.
Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither transfers nor retains substantially
all the risks and rewards of ownership and continues to control the transferred asset, the Group
recognises its retained interest in the asset and an associated liability for amounts it may have
to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Group continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial liabilities and equity instruments
Classification as debt or equity
Financial liabilities and equity instruments issued by the Group are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability
and an equity instrument.
Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of
direct issue costs.
Other financial liabilities
Trade and other payables are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortised cost, using the effective interest method, with interest
expense recognised on an effective yield basis.
Interest-bearing bank loans are initially measured at fair value, and are subsequently measured at
amortised cost, using the effective interest method. Any difference between the proceeds (net of
transaction costs) and the settlement or redemption of borrowings is recognised over the term of
the borrowings in accordance with the Group’s accounting policy for borrowing costs (see below).
Convertible loans
Convertible loans are regarded as compound instruments, consisting of a debt host component
and an equity conversion option which are classified separately as financial liabilities and equity in
accordance with the substance of the contractual arrangement on initial recognition. Conversion
option that will be settled by the exchange of a fixed amount of cash or another financial asset for
a variable number of the Company’s own equity instruments is classified as a derivative financial
liability. Conversion option that will be settled by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the Company’s own equity instruments is classified as
an equity instrument.
Where conversion option will be settled by the exchange of a fixed amount of cash or another
financial asset for a variable number of the Company’s own equity instruments.
On initial recognition, the fair value of the liability host component is determined using the
prevailing market interest of similar non-convertible debts. The difference between the gross
proceeds of the issue of the convertible loans and the fair value assigned to the liability host
component, representing the conversion option for the holder to convert the loans into equity, is
recognised separately as derivative financial liability.
In subsequent period, the derivative financial liability which represents the equity conversion option
is measured at its fair value and with fair value changes recognised in the profit or loss. The
liability host component is carried at amortised cost using the effective interest method until the
liability is extinguished on conversion or redemption.
Upon conversion, the derivative financial liability and the carrying amount of the liability host
component will be transferred to share capital.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial liabilities and equity instruments (Cont’d)
Where conversion option will be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity instruments.
On initial recognition, the fair value of the liability host component is determined using the
prevailing market interest of similar non-convertible debts. The difference between the gross
proceeds of the issue of the convertible loans and the fair value assigned to the liability host
component, representing the conversion option for the holder to convert the loans into equity, is
included in equity (convertible loans reserve). In subsequent periods, the liability component of
the convertible loans is carried at amortised cost using the effective interest method. The equity
component, representing the option to convert the liability component into ordinary shares of the
Company, will remain in convertible loans reserve until the conversion option is exercised, (in which
case the balance stated in convertible loans reserve will be transferred to share capital. Where the
option remains unexercised at the expiry date, the balance stated in equity reserve will be released
to retained earnings. No gain or loss is recognised in profit or loss upon conversion or expiration of
the option.
Transaction costs that relate to the issue of the convertible loans are allocated to the liability host
and equity or derivative liability components in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity components are charged directly to equity. Transaction
costs relating to the liability components are included in the carrying amount of the liability and
amortised over the period of the convertible loans using the effective interest method.
Derivative financial instrument
A derivative financial instrument is initially recognised at fair value on the date the contract is
entered into and is subsequently carried at its fair value at the end of each reporting period.
Fair value changes for derivative instruments that do not qualify for hedge accounting are included
in the profit or loss in the financial year when the changes arise.
Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or expired.
LEASES - Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases are classified as
operating leases.
The Group as lessor
Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease unless another systematic basis is more representative of the time pattern in which
use benefit derived from the leased asset is diminished. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying amount of the leased asset and
recognised as an expense over the lease term on the same basis as the lease income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial liabilities and equity instruments (Cont’d)
The Group as lessee
Assets held under finance leases are recognised as assets of the Group at their fair value at
the inception of the lease or, if lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the combined statement of financial position as a
finance lease obligation. Lease payments are apportioned between finance charges and reduction
of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are charged directly to profit or loss, unless they are directly attributable to
qualifying assets, in which case they are capitalised in accordance with the Group’s general policy
on borrowing costs (see below).
Rentals payable under operating leases are charged to profit or loss on a straight-line basis over
the term of the relevant lease unless another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are consumed.
In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis, except where another systematic basis is more representative of
the time pattern in which economic benefits from the leased asset are consumed.
INVENTORIES - Inventories are stated at the lower of cost and net realisable value. The cost of
coal inventories is determined using the weighted average cost method. Costs includes direct
material, overburden removal, mining, processing, labour incurred in the extraction process and an
appropriate proportion of variable and fixed overhead costs directly related to mining activities. Net
realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and applicable variable selling expenses.
Inventories are classified as follows:


Coal : These are coals that are extracted from mining activities and available for sale.



Consumables : These are goods or supplies to be either directly or indirectly consumed in
the production process.

PROPERTY, PLANT AND EQUIPMENT – Property, plant and equipment are stated at cost less
accumulated depreciation and any accumulated impairment losses.
Construction-in-progress that are qualifying assets, include borrowing costs capitalised in
accordance with the Group’s accounting policy. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for their intended use.
Depreciation is charged so as to write off the cost of assets, over the estimated useful lives of the
assets using the straight-line method, on the following bases:
Number of years
Leasehold property
Heavy equipment
Machineries
Motor vehicles
Equipment and furniture
Computer and software
Temporary housing facility

60 (over terms of lease)
8
4
4
4
4
2
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Fully depreciated assets still in use are retained in the combined financial statements.
Mining property is classified as an asset under property, plant and equipment. Mining property
include mining rights and costs transferred from mining evaluation assets once technical feasibility
and commercial viability of an area of interest are demonstrable and subsequent costs to develop
the mine to the production phase. The economic benefits from the assets are consumed in a
pattern which is linked to the production level. These assets are depreciated on a unit-of-production
basis. Depreciation starts from the date when commercial production commences.
The estimated useful lives, mining reserves, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any changes in estimates accounted for on a
prospective basis.
Assets held under finance leases are depreciated over their expected useful lives on the same
basis as owned assets or, if there is no certainty that the lessee will obtain ownership by the end of
the lease term, the asset shall be fully depreciated over the shorter of the lease term and its useful
life.
The gain or loss arising on disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amounts of the asset
and is recognised in profit or loss.
DEFERRED MINING EVALUATION ASSETS – Evaluation activity involves the determination
of technical feasibility and the assessment of the commercial viability of an identified resource.
Evaluation expenditure are capitalised in respect of each area of interest for which the rights to
tenure are current and where:


The evaluation expenditures are expected to be recouped through successful development
and exploitation of the area of interest; or



Evaluation activities in the area of interest have not reached a stage which permits a
reasonable assessment of the existence or otherwise of economically recoverable reserves,
and active and significant operations in, or in relation to, the areas of interest are continuing.

Mining evaluation assets are reviewed at each reporting date as to whether an indication of
impairment exists. If any such indication exists, the recoverable amount of the mining evaluation
assets is estimated to determine the extent of the impairment loss (if any). Where an impairment
loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate
of its recoverable amount, but only to the extent that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in previous years.
Once the technical feasibility and commercial viability of the extraction of mineral resources in an
area of interest are demonstrable and where a decision is made to proceed with development, the
mining evaluation assets attributable to that area of interest are first tested for impairment and then
reclassified to mining property within property, plant and equipment.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
IMPAIRMENT OF TANGIBLE ASSETS - At the end of each reporting period, the Group reviews
the carrying amounts of its tangible assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are allocated to the smallest group of cashgenerating units for which a reasonable and consistent allocation basis can be identified.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.
Where an impairment loss subsequently reverses, the carrying amount of the asset (cashgenerating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset
is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a
revaluation increase.
PROVISIONS - Provisions are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Group will be required to settle the
obligation, and a reliable estimate can be made of the amount of the obligation.
The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. Where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows.
When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.
REVENUE RECOGNITION - Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods and services provided in the normal
course of business, net of discounts and sales related taxes.

A-21

APPENDIX A
INDEPENDENT AUDITORS’ REPORT AND THE AUDITED COMBINED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2009, 2010 AND 2011
3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Sales of coal
Revenue from the sale of coal is recognised when all the following conditions are satisfied:


the Group has transferred to the buyer the significant risks and rewards of ownership of the
coal;



the Group retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the coal sold;



the amount of revenue can be measured reliably;



it is probable that the economic benefits associated with the transaction will flow to the entity;
and



the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Mining services
Revenue from rendering of mining services that are of a short duration is measured at the fair
value of the consideration received or receivable when services are completed.
Rental services
Rental services are recognised on a straight-line basis over the term of the relevant lease.
Interest income
Interest income is accrued on a time apportionment basis, by reference to the principal outstanding
and at the effective interest rate applicable.
BORROWING COSTS - Borrowing costs directly attributable to the construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready
for their intended use or sale, are added to the cost of those assets, until such time as the assets
are substantially ready for their intended sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalisation.
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
RETIREMENT BENEFIT COSTS - Payments to defined contribution retirement benefit plans
are charged as an expense when employees have rendered the services entitling them to the
contributions. Payments made to state-managed retirement benefit schemes, such as the
Singapore Central Provident Fund, are dealt with as payments to defined contribution plans where
the Group’s obligations under the plans are equivalent to those arising in a defined contribution
retirement benefit plan.
The cost of providing defined post-employment benefits is determined using the Projected Unit
Credit Method. The accumulated unrecognised actuarial gains and losses that exceed 10% of
the present value of the Group’s defined benefit obligations are recognised in profit or loss
on a straight-line basis over the expected average remaining working lives of the participating
employees. Past service cost is recognised immediately to the extent that the benefits are already
vested, and otherwise is amortised on a straight-line basis over the average period until the
benefits become vested.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
The retirement benefits obligation recognised in the combined statement of financial position
represents the present value of the defined benefit obligation, as adjusted for unrecognised
actuarial gains and losses and unrecognised past service cost.
EMPLOYEE LEAVE ENTITLEMENT - Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the estimated liability for annual leave as a
result of services rendered by employees up to the end of the reporting period.
INCOME TAX - Income tax expense represents the sum of the tax currently payable and deferred
tax.
The tax currently payable is based on taxable profit for the financial year. Taxable profit differs from
profit as reported in the statement of comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years and it further excludes items that are not
taxable or tax deductible. The Group’s liability for current tax is calculated using tax rates (and
tax laws) that have been enacted or substantively enacted in countries where the Company and
subsidiaries operate by the end of the reporting period.
Deferred tax is recognised on the differences between the carrying amounts of assets and liabilities
in the combined financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences and deferred tax assets
are recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from the initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting
profit.
Deferred tax liabilities are recognised on taxable temporary differences arising on investments in
subsidiaries, except where the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences associated with such investments and
interests are only recognised to the extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset realised based on the tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the
group expects, at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and the Group intends to settle its current tax assets and liabilities on a net
basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Current and deferred tax are recognised as an expense or income in profit or loss, except when
they relate to items credited or debited outside profit or loss (either in other comprehensive income
or directly in equity), in which case the tax is also recognised outside profit or loss (either in other
comprehensive income or directly in equity, respectively).
FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION - The individual financial
statements of each entity within the Group are measured and presented in the currency of
the primary economic environment in which the entity within the Group operates (its functional
currency). The combined financial statements of the Group are presented in United States dollars,
which is not the functional currency of each entity within the Group.
In preparing the financial statements of the individual entities, transactions in currencies other
than the entity’s functional currency are recorded at the rate of exchange prevailing on the date
of the transaction. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at the end of the reporting period. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items, and on retranslation of
monetary items are included in profit or loss for the period. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in respect of which gains
and losses are recognised other comprehensive income. For such non-monetary items, any
exchange component of that gain or loss is also recognised in other comprehensive income.
For the purpose of presenting combined financial statements, the assets and liabilities of the
Group’s foreign operations (including comparatives) are expressed in United States dollars using
exchange rates prevailing at the end of the reporting period. Income and expense items (including
comparatives) are translated at the average exchange rates for the period, unless exchange rates
fluctuated significantly during that period, in which case the exchange rates at the dates of the
transactions are used. Exchange differences arising, if any, are recognised in other comprehensive
income and accumulated in a separate component of equity under the header of foreign currency
translation reserve.
On consolidation, exchange differences arising from the translation of the net investment in
foreign entities (including monetary items that, in substance, form part of the net investment in
foreign entities), and of borrowings and other currency instruments designated as hedges of
such investments are recognised in other comprehensive income and accumulated in a separate
component of equity under the header of translation reserve.
SEGMENT REPORTING – An operating segment is a component of the Group that engages in
business activities from which it may earn revenue and incur expenses, including revenue and
expenses that relate to transactions with any of the Group’s other components.
Operating segments are reported in a manner consistent with the internal reporting provided to
members of management and the chief operating decision makers who are responsible for
allocating resources and assessing performance of the operating segments.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY
In the application of the Group’s accounting policies which are described in Note 3, management
is required to make judgements, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.
Critical judgements in applying the Group’s accounting policies
The following are the critical judgements, apart from those involving estimation (see below), that
the management has made in the process of applying the Group’s accounting policies and that
have the most significant effect on the amounts recognised in the combined financial statements.
Capitalisation of deferred mining evaluation assets
Evaluation expenditures are capitalised in the combined statements of financial position, in respect
of areas of interest for which the rights of tenure are current and where such costs are expected
to be recouped or evaluation activities in the area have not yet reached a stage which permits
a reasonable assessment of the existence of economically recoverable reserves. The carrying
amounts of the Group’s deferred mining evaluation assets are disclosed in Note 11.
Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the
end of the Relevant Periods, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are discussed below.
Useful lives of property, plant and equipment
As described in Note 3, the Group reviews the estimated useful lives of property, plant and
equipment at the end of the Relevant Periods. During each of the Relevant Period, management
determined that the useful lives of property, plant and equipment are based on the industry
practice and the Group’s operational environment.
Depreciation of mining property
The amounts recorded for depreciation as well as the recovery of the carrying value of mining
property depends on the estimates of coal reserves and the economic lives of future cash flows
from related assets. The primary factors affecting these estimates are technical engineering
assessments of producible quantities of coal reserves in place and economic constraints such
as the assumptions related to anticipated commodity process and the costs of development and
production of the reserves. The carrying amounts of the Group’s mining property are disclosed in
Note 12.
Impairment of deferred mining evaluation assets and property, plant and equipment
The Group assesses annually whether its deferred mining evaluation assets and property, plant
and equipment exhibit any indication of impairment. Should there be any indicator of impairment,
the Group then estimates the recoverable amount.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (Cont’d)
Key sources of estimation uncertainty (Cont’d)
Impairment of deferred mining evaluation assets and property, plant and equipment (Cont’d)
The carrying value of deferred mining evaluation assets within each area of interest are reviewed
regularly during each of the Relevant Period, taking into consideration the available facts and
circumstances, and to the extent to which the capitalised value exceeds its recoverable value, the
excess is provided for or written-off in the Relevant Period in which this is determined.
The recoverable amount of the property, plant and equipment has been determined based on
value-in-use calculations. The calculations require the use of management’s judgement and
estimates. During each of the Relevant Period, the Group carried out a review of the recoverable
amount of those assets and is satisfied that there are no indicators to suggest that those assets
have suffered any impairment loss.
The carrying amounts of the Group’s deferred mining evaluation assets and property, plant and
equipment are disclosed in Notes 11 and 12 respectively.
Convertible loans and its embedded derivative financial instrument
The Group carries derivative financial instrument at fair value. The derivative financial instruments
arise from the derivatives embedded in the convertible loans issued on 16 February 2011
(Note 17).
The fair value of derivative financial instrument was determined by professional independent valuer
on a market basis. In arriving at the fair value of the derivative financial instruments, extensive
accounting estimates, assumptions and judgments were used.
The amount of derivative financial instrument and the convertible loans at initial recognition and
subsequent measurement would differ if the valuer uses different methodology and parameters
such as volatility of the share price of the Company, dividend yield, annual risk free interest rates
and the expected initial public offering date for its valuation. Should there be changes in the
methodology and parameters used, the fair value for the derivative financial instrument and the
corresponding amount of the convertible loans and related amortisation of the convertible loans
and exchange gains/losses would be changed accordingly.
Uncertain tax positions
The Group is subject to income taxes in Singapore and Indonesia. In determining the income tax
liabilities, management is required to estimate the amount of capital allowances and deductibility
of certain expense (“uncertain tax positions”) at each jurisdiction. Where the final tax outcome
of these matters is different from the amounts that were initially recognised, such differences will
impact the income tax and deferred tax provisions in the year in which such determination is made.
The carrying amounts of the Group’s current tax and deferred tax provision are disclosed in the
combined statement of financial position and Note 20 respectively for each Relevant Period.
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(a)

Categories of financial instruments
The following table sets out the financial instruments as at the end of the reporting period:
2009

2010

2011

US$

US$

US$

Financial assets
Loans and receivables at amortised cost
(including cash and cash equivalents)

2,042,897

4,411,769

4,494,687

13,491,663

31,021,104

52,298,888

–

–

832,253

Financial liabilities
Amortised cost
Derivative financial instrument

(b)

Financial risk management policies and objectives
The Group’s financial instruments comprise borrowings, loans from related parties, finance
leases, and cash and bank balances. It is management’s intent to maintain a balanced
portfolio of financial instruments to finance the Group’s operations. The Group also
has various other financial assets and liabilities such as trade and other receivables and
payables which arise directly from its operations.
The Group does not hold or issue derivative financial instrument for speculative purposes.
Market risk exposures are measured using sensitivity analysis indicated below.
(i)

Foreign exchange risk management
The Group’s foreign currency exposure arises from United States dollars and
Singapore dollars. The Group does not hedge against foreign exchange exposure as
the exposure is managed primarily by using natural hedges that arise from offsetting
assets and liabilities that are denominated in the same foreign currencies.
At the end of the reporting period, the carrying amounts of monetary assets and
monetary liabilities denominated in currency other than the respective Group entities’
functional currencies are as follows:
Liabilities

United States
dollars
Singapore dollars

Assets

2009

2010

2011

2009

2010

2011

US$

US$

US$

US$

US$

US$

2,557,546

6,831,039

5,660,701

382,441

1,893,547

2,973,274

–

–

15,113,078

–

–

–
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)
(b)

Financial risk management policies and objectives (Cont’d)
(i)

Foreign exchange risk management (Cont’d)
Foreign currency sensitivity
The following table details the sensitivity to a 5% increase and decrease in the
relevant foreign currencies against the functional currency of the respective entities
of the Group. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period end for a 5%
change in foreign currency rates. The sensitivity analysis includes external loans as
well as loans to foreign operations within the Group where they gave rise to an impact
on the Group’s profit or loss.
If the relevant foreign currency weakens by 5% against the functional currency of each
Group entity, the Group’s profit or loss will increase by:

United States dollars
Singapore dollars

2009

2010

2011

US$

US$

US$

108,755

246,874

134,371

–

–

755,653

If the relevant foreign currency strengthens by 5% there would be an equal and
opposite impact on the Group’s profit or loss.
(ii)

Interest rate risk management
The Group’s exposures to interest rate risk are restricted to its interest bearing bank
balances, bank borrowings and finance leases as disclosed in Notes 7, 13 and 18
respectively.
Interest rate sensitivity
The sensitivity analysis below have been determined based on the exposure to
interest rates for non-derivative instruments at the end of the reporting period and the
stipulated change taking place at the beginning of the financial year and held constant
throughout the reporting period in the case of instruments that have floating rates.
At the end of the reporting period, it is estimated that a 50 basis point increase/
decrease change in interest rates with all other variables were held constant, the
Group’s profit for the year ended 31 December 2011 would decrease/increase by
US$5,124 (2010 : US$6,346; 2009 : US$Nil). This is mainly attributable to the Group’s
exposure to interest rates on its variable rate borrowings.
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)
(b)

Financial risk management policies and objectives (Cont’d)
(iii)

Credit risk management
Credit risk refers to the risk that counterparty will default on its contractual obligations
resulting in financial loss to the Group. The Group has adopted a policy of only dealing
with creditworthy counterparties.
The Group has minimal credit risk as arising from sales of coal as the majority of
revenue is collected using advance payment from the customer. Credit risk is
minimised via advance payments from customers, strict credit terms and regular
monitoring of customers’ financial standing. However, the Group may accommodate
requests for delays in payments on a case by case basis for customers who have
an established collection track record with the Group. As at 31 December 2011, 73%
(2010 : 83% ; 2009 : 100%) of the Group revenue are derived from customers in
Indonesia and hence, there is a concentration risk. In determining the recoverability
of a trade receivable, the Group considers any change in the credit quality of the
trade receivable from the date credit was initially granted up to the reporting date. The
Group places its bank balances with credit worthy financial institutions.
The carrying amount of financial assets represents the maximum credit risk exposure
of the Group.
Further details of credit risk on trade and other receivables and are disclosed in
Note 8.

(iv)

Liquidity risk management
Liquidity risk is the risk that the Group will not be able to meet its financial obligations
as they fall due. The Group has been able to service all its debts obligations primarily
through strong cash inflow from its operations and a relatively short trade receivables
collection term. The Group funds its operations through internal funds, finance leases
and bank borrowings. Shareholders of the Company are expected to provide on-going
financial support to the Group’s working capital requirements as and when required.
The Group closely monitors the working capital requirements and minimises its
liquidity risk by ensuring sufficient available funds and credit lines.
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)
(b)

Financial risk management policies and objectives (Cont’d)
(iv)

Liquidity risk management (Cont’d)
Liquidity risk analysis
Non-derivative financial liabilities
The following tables detail the remaining contractual maturity for non-derivative
financial liabilities. The tables have been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date on which the Group can
be required to pay. The tables include both interest and principal cash flows. The
adjustment column represents the possible future cash flows attributable to the
instrument included in the maturity analysis which are not included in the carrying
amount of the financial liability on the combined statements of financial position.
Weighted
average
effective
interest rate

On
demand
or within
1 year

Within
2 to 5
years

Adjustment

Total

%

US$

US$

US$

US$

2009
Non-interest bearing
Finance leases (fixed rate)

–

9,435,855

–

–

9,435,855

4.55 to 11.80

2,354,663

1,989,879

(429,913)

3,914,629

Borrowings (fixed rate)

14.00

151,061

–

(9,882)

141,179

11,941,579

1,989,879

(439,795)

13,491,663

–

12,129,652

–

–

12,129,652

3.59 to 14.09

11,937,341

7,307,246

(1,622,366)

17,622,221

1.88

266,162

1,088,574

(85,505)

1,269,231

24,333,155

8,395,820

(1,707,871)

31,021,104

Total
2010
Non-interest bearing
Finance leases (fixed rate)
Borrowings (variable rate)
Total
2011
Non-interest bearing

–

10,797,268

15,035,292

–

25,832,560

8.00

–

15,113,078

(832,253)

14,280,825

2.80 to 9.15

9,523,414

2,430,770

(793,552)

11,160,632

1.88

266,162

822,411

(63,702)

1,024,871

20,586,844

33,401,551

(1,689,507)

52,298,888

Convertible loans (Note 17)
Finance leases (fixed rate)
Borrowings (variable rate)
Total

Non-derivative financial assets
All the financial assets in 2009, 2010 and 2011 are repayable on demand or due
within 1 year from the end of the reporting period and are non-interest bearing, except
for cash at banks as disclosed in Note 7.
(v)

Fair value of financial assets and financial liabilities
The carrying amounts of cash and cash equivalents, trade and other current
receivables and payables and other liabilities approximate their respective fair values
due to the relatively short-term maturity of these financial instruments. The fair values
of other classes of financial assets and liabilities are disclosed in the respective notes
to combined financial statements.
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)
(b)

Financial risk management policies and objectives (Cont’d)
(v)

Fair value of financial assets and financial liabilities (Cont’d)
The fair values of financial assets and financial liabilities are determined as follows:


the fair values of financial assets and financial liabilities with standard terms and
conditions and traded on active liquid markets are determined with reference to
quoted market prices;



the fair values of other financial assets and financial liabilities (excluding
derivative instruments) are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis using prices from
observable current market transactions and dealer quotes for similar
instruments; and



the fair value of derivative instruments is calculated using quoted prices. Where
such prices are not available, discounted cash flow analysis is used, based on
the applicable yield curve of the duration of the instruments for non-optional
derivatives, and option pricing models for optional derivatives.

The Group classifies fair value measurements using a fair value hierarchy that reflects
the significance of the inputs used in making the measurements. The fair value
hierarchy has the following levels:


Level 1 - Quoted prices (unadjusted) in active markets for identical assets or
liabilities.



Level 2 - Inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).



Level 3 - Inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

As at 31 December 2011, the fair value of the derivative financial liability of
US$832,253 is measured at Level 3 of the fair value hierarchy. There was no transfer
from Level 3 during the year.
There was no outstanding derivative financial instrument as at 31 December 2009 and
2010 and hence, no comparative information is being presented.
(c)

Capital risk management policies and objectives
The Group manages its capital to ensure that the Group will be able to continue as a going
concern while maximising the return to stakeholders through the optimisation of the debt and
equity balance.
The capital structure of the Group consists of debt, which includes the borrowings (Note 13),
loans from related parties (Note 15), amount due to a related party (Note 16), convertible
loans (Note 17), and finance leases (Note 18), and equity attributable to owners of the
Company, comprising issued capital, reserves and retained earnings.
The Group’s overall strategy remains unchanged during the Relevant Periods.
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OTHER RELATED PARTY TRANSACTIONS
Some of the transactions and arrangements are with related parties and the effect of these on
the basis determined between the parties is reflected in these combined financial statements. The
balances are unsecured, interest-free and repayable on demand unless otherwise stated.
Details of transactions between the Group and related parties are disclosed below:
2009

2010

2011

US$

US$

US$

Sales of plant and equipment

–

–

(549,784)

Vehicle rental services

–

–

(533,141)

Entities controlled by the shareholders of the Company:

Travelling expenses

–

–

84,703

Purchase of mining property (Note A)

–

–

40,000,000

A)

Pursuant to a Deed of Payment in connection with the acquisition of shares in BEK as
described in Note 2G, the Group has agreed to pay to a related party a fee of US$40 million
(the “BEK Fee”), being payment in consideration of the acquisition of mining property (Note
12) from the related party which includes (i) the facilitation of the receipt of BEK shares by
SBJ; (ii) the procurement and/or facilitation of the transfers of land and licences to BEK, and
(iii) the provision of the services to facilitate the business operational readiness of BEK’s coal
production operations to the benefit of the Group.
The BEK Fee was determined with reference to the value ascribed to the 100% equity
interest in BEK as set out in the valuation report and taking into account the discount
amounting to US$74 million mutually agreed between the Group and the related party.
The Fair Market Value of the 100% equity interest in BEK as at 31 December 2011, before
discount given by the related party, is in the range of US$95.0 million to US$135.0 million,
with a preferred value of US$114.0 million.
The Fair Market Value was (i) supported by a valuation performed by Jones Lang Lasalle
Corporate Appraisal and Advisory Limited (“valuer”), a firm of independent professional
valuers; and (ii) derived from using the Market Approach and Income Approach, and was
performed in accordance with the guidelines set by the Code for the Technical Assessment
and Valuation of Mineral and Petroleum Assets and Securities for Independent Expert
Reports 2005 Edition (the “VALMIN Code”).
2011
US$
Preferred value as set out in the valuation report

114,000,000

Less: Discount given by the related party

(74,000,000)

Cost of mining property acquired

40,000,000

As at 31 December 2011, the balance of US$20,035,292 remained outstanding to the
related party (Note 16).
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OTHER RELATED PARTY TRANSACTIONS (Cont’d)
Compensation of directors and key management personnel
The remuneration of directors and other key management personnel during the year was as
follows:

Short-term benefits

2009

2010

2011

US$

US$

US$

6,631

260,541

1,039,293

Post-employment benefits
Total

–

–

32,202

6,631

260,541

1,071,495

The remuneration of directors and other key management personnel is determined by the
performance of individuals and market trends.
7

CASH AND CASH EQUIVALENTS
2009

2010

2011

US$

US$

US$

Cash on hand

182,826

181,714

49,725

Cash at banks

1,321,662

1,968,704

4,164,682

Total

1,504,488

2,150,418

4,214,407

The cash at bank bore an average effective interest rate of 1.50% per annum for each of the
Relevant Period.
The carrying amounts of these assets approximate their fair values.
The above balances that are not denominated in the functional currencies of the respective entities
in the Group are as follows:

United States dollars

8

2009

2010

2011

US$

US$

US$

1,440,770

2,973,274

2009

2010

2011

US$

US$

US$

9,541

TRADE AND OTHER RECEIVABLES

Trade receivables from third parties

83,370

365,432

–

22,871

435,222

101,246

432,168

1,460,697

179,034

Other receivables comprise of:
- Third parties
- Entities controlled by shareholders of the Company
(Note 6)
- Value-Added Tax (“VAT”) receivables
Total

78,370

1,399,729

239,252

616,779

3,661,080

519,532

The credit period granted to customers except those under advance payment term was up to 30
days for each of the Relevant Period. No interest is charged on the outstanding balances.
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TRADE AND OTHER RECEIVABLES (Cont’d)
As at the end of the reporting period, all outstanding balances from third parties are current, not
past due and not impaired. The trade and other receivables that are neither past due nor impaired
have been assessed to be creditworthy based on the credit evaluation process performed by
management.
In determining the recoverability of receivables from third parties and related parties, the
Group considers the financial strength and performance of the third parties and related parties.
Accordingly, management believes that no allowance for doubtful debt is needed.
The above balances that are not denominated in the functional currencies of the respective entities
in the Group are as follows:

United States dollars

9

Non-current asset:
Advance payments for purchase of property,
plant and equipment

2011
US$

372,900

452,777

2009

2010

2011

US$

US$

US$

887,277
319,149
885,128
2,091,554

1,140,315
410,832
1,448,900
3,000,047

1,362,141
–
312,047
1,674,188

599,378

932,508

730,895

2009
US$

2010
US$

2011
US$

2,557,025
426,927
2,983,952

755,133
1,116,223
1,871,356

2010
US$

2011
US$

65,855
997,623

66,563
2,391,444

316,075
2,880,800

(937,490)
(69,305)
9,880
66,563

(1,697,409)
(450,127)
5,604
316,075

(1,711,802)
–
(40,714)
1,444,359

–

INVENTORIES

Coal, at cost
Consumables, at cost
Total

11

2010
US$

PREPAYMENTS

Current assets:
Prepayments
Advance payments to port owners
Advance payments to mining rights owners
Total

10

2009
US$

315,242
99,776
415,018

DEFERRED MINING EVALUATION ASSETS
2009
US$
Cost:
At beginning of year
Additions
Transferred to property, plant and equipment (Note 12)
Written-off to profit or loss (Note 28)
Exchange difference
At end of year

The amount written-off to profit or loss represents mining evaluation assets which are not expected
to be recovered.
A-34

12

–

Exchange differences

At 31 December 2009

–
–
–

2,610,846

Transferred from deferred mining
evaluation assets (Note 11)

Reclassification

Exchange differences

At 31 December 2011

–

At 31 December 2010

Disposals

2,610,846

Exchange differences
–

–

Written-off

Additions

–
–

Transferred from deferred mining
evaluation assets (Note 11)

–

–

Written-off

2,610,846

–

Transferred from deferred mining
evaluation assets (Note 11)

Disposals

–

Disposal

Additions

–
–

Additions

–

39,732

(1,336)

–

–

–

41,068

–

–

–

–

–

–

–

–

–

–

–

–

–

US$

US$

At 1 January 2009

Cost:

Temporary
housing
facility

Leasehold
property

PROPERTY, PLANT AND EQUIPMENT

37,489,214

(455,957)

117,548

–

(411,840)

5,857,806

32,381,657

662,046

–

–

(2,323,746)

24,683,207

9,360,150

1,121,957

–

–

(170,208)

4,248,716

4,159,685

US$

Heavy
equipment
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1,911,879

(18,780)

(207,235)

–

(782,312)

1,088,813

1,831,393

38,780

–

–

(192,201)

1,416,711

568,103

59,705

–

–

(137,917)

554,058

92,257

US$

Machineries

4,157,396

(75,828)

4,993

–

(64,063)

1,718,019

2,574,275

56,649

–

–

(302,661)

1,959,886

860,401

97,263

–

–

(98,505)

591,346

270,297

US$

Motor
vehicles

470,173

(12,257)

35,310

–

(29,284)

322,537

153,867

4,405

–

–

(60,201)

125,962

83,701

9,011

–

–

(662)

57,673

17,679

US$

Equipment
and
furniture

403,158

(13,275)

49,384

–

(4,703)

359,601

12,151

398

–

–

–

3,330

8,423

1,192

–

–

–

–

7,231

US$

Computer
and
software

42,437,089

(1,069,735)

–

1,711,802

(1,306,639)

41,039,040

2,062,621

61,281

(845,278)

1,697,409

–

–

1,149,209

119,205

(64,182)

937,490

–

–

156,696

US$

Mining
property

–

–

–

–

–

–

–

–

–

–

–

–

–

16,735

(562)

–

–

–

17,297

US$

Construction
-in-progress
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89,536,222

(1,647,730)

–

1,711,802

(2,598,841)

50,444,181

41,626,810

823,559

(845,278)

1,697,409

(2,878,809)

30,799,942

12,029,987

1,408,333

(64,182)

937,490

(407,292)

5,451,793

4,703,845

US$

Total

12

–
–

Written-off

Exchange differences

At 31 December 2009

3,626

At 31 December 2010

2,563,706

2,607,220
–

At 31 December 2011

At 31 December 2010

At 31 December 2009

Carrying amount:

47,140

At 31 December 2011

–
(1,564)

Reclassification

Exchange differences

–

Disposals

45,078

Exchange differences

Depreciation

–
–

Written-off

–

Disposals

3,626

–

Disposals

Depreciation

–
–

Depreciation

–

–

–

34,765

4,967

(166)

–

–

5,133

–

–

–

–

–

–

–

–

–

–

–

US$

US$

At 1 January 2009

Accumulated depreciation:

Temporary
housing
facility

Leasehold
property

PROPERTY, PLANT AND EQUIPMENT (Cont’d)

8,775,469

30,175,884

31,884,896

5,604,318

(133,639)

19,591

(72,042)

3,584,635

2,205,773

43,268

–

(296,740)

1,874,564

584,681

58,588

–

(9,929)

495,654

40,368

US$

Heavy
equipment
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499,486

1,508,335

1,319,691

592,188

(11,885)

(41,206)

(127,159)

449,380

323,058

5,749

–

(34,679)

283,371

68,617

6,776

–

(9,292)

68,305

2,828

US$

Machineries

768,083

2,199,494

3,067,310

1,090,086

(27,343)

9,579

(17,165)

750,234

374,781

7,109

–

(54,541)

329,895

92,318

9,457

–

(13,812)

86,365

10,308

US$

Motor
vehicles

70,084

120,583

335,718

134,455

(3,780)

2,586

(5,798)

108,163

33,284

816

–

(12,517)

31,368

13,617

1,369

–

(75)

11,302

1,021

US$

Equipment
and
furniture

5,762

6,917

337,571

65,587

(2,082)

9,450

(1,816)

54,801

5,234

144

–

–

2,429

2,661

284

–

–

1,902

475

US$

Computer
and
software

940,836

1,681,100

40,837,386

1,599,703

(44,311)

–

(267,857)

1,530,350

381,521

11,190

(189,240)

–

351,198

208,373

20,952

(24,068)

–

195,741

15,748

US$

Mining
property

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

16,735

US$

Construction
-in-progress
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11,059,720

38,299,533

80,397,778

9,138,444

(224,770)

–

(491,837)

6,527,774

3,327,277

68,276

(189,240)

(398,477)

2,876,451

970,267

97,426

(24,068)

(33,108)

859,269

70,748

US$

Total
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PROPERTY, PLANT AND EQUIPMENT (Cont’d)
The additions to mining property in 2011 include BEK Fee of US$40 million payable to a related
party (Note 6A).
As at 31 December 2011, the Group has mortgaged its leasehold property having a carrying
amount of US$2,563,706 (2010 : US$2,607,220) to secure banking facilities granted to the Group
(Note 13).
In 2009, the Group had mortgaged its heavy equipment with a carrying amount of US$341,312 to
secure banking facilities granted to the Group (Note 13).
The carrying amount of the heavy equipment and motor vehicles includes assets acquired under
finance leases amounting to US$26,792,267 (2010 : US$30,038,002; 2009 : US$6,829,023) for the
Group (Note 18).
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BANK BORROWINGS

Short-term borrowings (a)

2009

2010

2011

US$

US$

US$

141,179

Bank loan (b)
Total
Less: Amounts due for settlement within 12 months
(shown under current liabilities)
Amounts due for settlement after 12 months

–

–

–

1,269,231

1,024,871

141,179

1,269,231

1,024,871

(141,179)
–

(253,846)
1,015,385

(249,032)
775,839

(a)

The short-term borrowings were secured by the Group’s heavy equipment (Note 12), bore an
interest rate of 14.00% per annum and were repayable within one year.

(b)

The bank loan bore an interest rate of 1.88% per annum in 2010 and 2011 and was secured
by a legal mortgage over the Group’s leasehold property (Note 12), and personal joint
and several guarantees from a director of the Company and a close family member of a
director of the Company. The bank loan is repayable in 60 monthly instalments commencing
December 2010 and would be fully repaid by November 2015.

The Group’s bank borrowings are denominated in the functional currency of the respective entities
in the Group.
The fair values of the Group’s bank borrowings approximate their carrying amounts.
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TRADE AND OTHER PAYABLES
2009

2010

2011

US$

US$

US$

Trade payables due to:
- Third parties

132,804

528,097

659,128

3,273

2,310,279

2,777,527

–

131,255

251,453

Other payables comprise of:
- Third parties
- VAT payables
- Withholding tax payables

72,583

287,509

653,897

- Advances from customers

304,114

1,685,473

3,386,115

- Accrued expenses

451,602

762,591

868,027

964,376

5,705,204

8,596,147

Total

The credit period on purchases was up to 30 days for each of the Relevant Period. No interest is
charged on the outstanding balances.
The above balances that are not denominated in the functional currencies of the respective entities
in the Group are as follows:

United States dollars

15

2009

2010

2011

US$

US$

US$

–

603,506

–

LOANS FROM RELATED PARTIES
The loans from related parties, shareholders of the Company and an entity controlled by the
shareholders of the Company, provide operational funding to the Group during the Relevant
Periods. The loans are interest-free, repayable on demand and are denominated in the functional
currency of the respective entities of the Group.
During the financial year ended 31 December 2011, the Group has substantially repaid the loans to
the respective related parties.

16

AMOUNT DUE TO A RELATED PARTY
This represents the outstanding balance payable of US$20,035,292 by the Group to a related
party, an entity controlled by the shareholders of the Company as at 31 December 2011, arising
from the purchase of mining property as disclosed in Note 6A.
The amount due to related party is unsecured and interest-free. The amount of US$15,035,292 is
not expected to be repaid within the next 12 months and is presented as non-current liability in the
statement of financial position.
The fair value of the amount due to a related party approximates its carrying amount.
The amount due to a related party is denominated in the functional currency of the respective
entities of the Group.
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CONVERTIBLE LOANS
Pursuant to the convertible loan agreements dated 16 February 2011 (the “Agreements”), the preinvitation investors granted to the subsidiary of the Group convertible loans with an aggregate of
S$20,500,000, on terms which, inter alia, provide for an election by the pre-invitation investors to
convert the entire principal amount owed to him into a specified number of ordinary shares in the
Company.
The convertible loans were unsecured and guaranteed by another subsidiary and the Company.
The convertible loans are intended for use as working capital for the purpose of expansion by the
Group prior to the listing of the Company.
Pursuant to the prepayment agreement dated 28 July 2011, one of the pre-invitation investors had
requested for an early repayment of his portion of the convertible loans amounting to S$850,000.
As a result of such repayment, the outstanding convertible loans balance was reduced to
S$19,650,000 (US$15,113,078) as at the end of the reporting period.
In the event that the listing of the Company on SGX-ST is delayed because the Company fails
to effect the Initial Public Offering (“IPO”) within two years from the date of the Agreements (the
“Longstop Date”), the Company may choose to extend the Longstop Date by a further 12 months
commencing from the original Longstop Date, subject to mutual agreement between the Company
and the pre-invitation investors.
In the event that the Company is not successfully listed on the SGX-ST or qualifies for an IPO
but chooses not to do so, the pre-invitation investors have the right to demand repayment of the
convertible loans in full, together with interest thereon calculated at a rate of 3%.
Notwithstanding the above, the parties agreed that no compensation costs shall be imposed on
the convertible loans provided that the Company is listed on SGX-ST pursuant to the IPO by the
Longstop Date.
In the event that the Company is successfully listed on SGX-ST, the pre-invitation investors
may elect to convert their respective convertible loans into fully paid new ordinary shares in the
Company at a certain discount to the estimated pre-invitation price (“Preliminary Invitation Price”)
determined by the Company, in consultation with the Issue Manager and the Joint Underwriters
and Joint Placement Agents. In the event that the invitation price differs from the Preliminary
Invitation Price, the parties have agreed to make post conversion adjustment by way of cash
payments such that the respective loans will be converted at certain discount to the invitation price,
depending on the specific Adjustment Agreement which the respective investor is party to.
Since the equity conversion option will be settled by the exchange of a fixed amount of cash or
another financial asset for a variable number of the Company’s own equity instruments, the equity
conversion option embedded in the convertible loans is classified as derivative financial liability.
At inception, the embedded derivative is bifurcated from the host instrument and recorded
as derivative financial liability at fair value through profit or loss. The host debt instruments are
initially recognised at fair value net of related transaction costs, and are subsequently measured at
amortised cost.
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CONVERTIBLE LOANS (Cont’d)
The carrying amount of the convertible loans at the combined statements of financial position is
analysed as follows:
2009

2010

2011

US$

US$

US$

Fair value of liability component of convertible loans

–

–

14,280,825

Fair value of conversion option classified as derivative
financial liability

–

–

832,253

Carrying amount of convertible loans at initial
recognition and end of financial year

–

–

15,113,078

The fair values of the conversion option and the liability component of the convertible loans as
at 31 December 2011 approximate their inception values of U$832,253 and US$14,280,825
respectively.
The fair values of the conversion option and the liability component of the convertible loans as at
31 December 2011 (“valuation date”) are determined based on the basis of valuation carried out by
an independent valuer, having an appropriate recognised professional qualification.
The above fair values have been calculated by applying the following parameters based on the
management’s best estimation as at valuation date:
a)

Risk free rate is 0.34% with reference to yield of Singapore Sovereign debt;

b)

The volatility for share price is 45% with reference to the historical volatilities of the
comparable companies;

c)

The discount rate for the convertible loans is with reference to the yields of comparable
bonds with similar credit rating and time to maturity, plus country premium and liquidity
premium;

d)

The dividend yield is 0%;

e)

Stock price in the binomial tree model is implied by the net assets value with reference to an
independent valuer’s valuation summary and reports; and

f)

Longstop Date is assumed to be 16 February 2013.

If the stock price was 5% higher or lower while all the other variables were held constant, the fair
value of the conversion option of the convertible loans would increase or decrease by US$175,000
and there would be an equal and opposite impact to the fair value of the liability component of the
convertible loans.
Both liability component of the convertible loans and derivative financial liability were recognised as
non-current liabilities as they are not due for settlement within the next 12 months.
The convertible loans are denominated in Singapore dollars.
Pursuant to the supplemental agreements dated 2 January 2012 (the “Supplemental Agreements”),
the subsidiary agreed with the pre-invitation investors to modify the terms of the Agreements such
that 98,702,639 ordinary shares of the Company will be issued to the pre-invitation investors upon
conversion.
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CONVERTIBLE LOANS (Cont’d)
Pursuant to the modification of the Agreements, the fair value of the modified equity conversion
option would be reclassified from derivative financial liability to convertible loans reserve as equity
instrument.
Pursuant to the deeds of novation dated 21 April 2012, the Company substituted its subsidiary as
the named borrower in the Agreements effective from 2 January 2012.

18

FINANCE LEASES

Minimum lease payments
2009
2010
2011
US$
US$
US$
Amounts payable under
finance leases:
Within 1 year
In the 2nd to 5th year
inclusive
Total
Less: Future finance
charges
Present value of lease
obligations

Present value of minimum
lease payments
2009
2010
2011
US$
US$
US$

2,354,663

11,937,341

9,523,414

2,112,144

10,607,371

8,835,646

1,989,879
4,344,542

7,307,246
19,244,587

2,430,770
11,954,184

1,802,485
3,914,629

7,014,850
17,622,221

2,324,986
11,160,632

NA

NA

NA

3,914,629

17,622,221

11,160,632

(2,112,144)

(10,607,371)

(8,835,646)

1,802,485

7,014,850

2,324,986

(429,913)
3,914,629

(1,622,366)
17,622,221

(793,552)
11,160,632

Less: Amount due for
settlement within
12 months (shown
under current
liabilities)
Amount due for settlement
after 12 months

It is the Group’s policy to lease certain of its heavy equipment and motor vehicles under finance
leases. The finance lease term is up to three years with effective interest rate ranging from 2.80%
to 9.15% (2010 : 3.59% to 14.09%; 2009 : 4.55% to 11.80%) per annum. Interest rates are fixed
at the contract date, and thus expose the Group to fair value interest rate risk. All finance leases
are on a fixed repayment basis and no arrangements have been entered into for contingent rental
payments.
The fair values of the Group’s lease obligations approximate their carrying amounts.
The Group’s obligations under finance lease are secured by the lessor’s title to the leased assets
(Note 12). In addition, US$263,476 of the obligation under finance lease as at 31 December 2011
(2010 : US$531,465; 2009 : US$Nil) is secured by a personal guarantee from a director of the
Company.
The above balances that are not denominated in the functional currencies of the respective entities
in the Group are as follows:
2009
US$
United States dollars

2,557,546
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2010
US$

2011
US$

6,227,533

5,660,701
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RETIREMENT BENEFIT OBLIGATIONS
2009

2010

2011

US$

US$

US$

63,405

136,655

691,377

43,308

35,258

390,333

619

6,867

12,113

Actuarial losses recognised in the year

13,355

27,505

172,128

Employee benefits expense

57,282

69,630

574,574

–

63,405

136,655

57,282

69,630

574,574

Amount recognised in the combined statement of
financial position
Present value of unfunded obligations
Amounts recognised in profit or loss
Current service cost
Interest cost

Changes in the present value of the defined obligation
Opening defined benefit obligation
Employee benefits expense
Exchange differences
Closing defined benefit obligations

6,123

3,620

63,405

136,655

(19,852)
691,377

The Group’s subsidiaries recognised deferred post-employment benefits in accordance with the
Republic of Indonesia Labor Law No. 13 year 2003. No funding has been made to these defined
benefit scheme.
The actuarial valuation of present value of the defined benefit obligation was carried out as of
the Relevant Periods by PT Padma Radya Aktuaria. The present value of the defined benefit
obligation, and the related current service cost and past service cost, were measured using the
projected unit credit method.
The principal assumptions used for the purpose of the actuarial valuations were as follows:
Valuation at
2009
Discount rate per annum
Expected rate of salary increases per annum
Mortality rate *
Disability rate
Resignation rate

Normal retirement age
*

Standard Ordinary Mortality table in Indonesia (“TMI”)
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2010

2011

10.50%

8.75%

10%

10%

6.75%
10%

100% TMI 2

100% TMI 2

100% TMI 2

5% TMI 2

5% TMI 2

5% TMI 2

5% per annum
until age 35
then decrease
linearly to 0%
at age 55 years

5% per annum
until age 35
then decrease
linearly to 0%
at age 55 years

5% per annum
until age 35
then decrease
linearly to 0%
at age 55 years

55 years

55 years

55 years
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DEFERRED TAX LIABILITIES
The following are the major deferred liabilities recognised by the Group and the movements
thereon, during the Relevant Periods:
Accelerated tax
depreciation
US$
At 1 January 2009

5,611

Charge to profit or loss (Note 27)

43,604

Exchange difference

5,588

At 31 December 2009

54,803

Charge to profit or loss (Note 27)

728,731

Exchange difference

10,192

At 31 December 2010

793,726

Charge to profit or loss (Note 27)

1,227,637

Exchange difference

(46,689)

At 31 December 2011

21

1,974,674

SHARE CAPITAL
As at 31 December 2009, the Company had not been incorporated. The share capital in the
statement of financial position as at 31 December 2009 represents the Group’s share of the paidup capital of the subsidiaries under common control.
On 24 May 2010, the Company was incorporated with 100 fully paid-up share capital of US$77.
On 1 July 2010, the Company increased its issued and fully paid-up share capital to 200,000
ordinary shares amounting to US$153,846.
As at 31 December 2011 and 2010, the Group’s share capital in the combined statements of
financial position represents the paid-up capital of the Company.
On 5 October 2012, the Company completed the sub-division of every one ordinary share in the
share capital into 4,000 ordinary shares.
Fully paid ordinary shares, which have no par value, carry one vote per share and carry a right to
dividend income when declared by the Company.

22

OTHER RESERVE
As at 31 December 2010, the Group has not completed the Restructuring Exercise in which
GEC will acquire MRP as disclosed in Note 2D and the Company will acquire GEC and GCI
as disclosed in Notes 2E and 2F. As a result, the difference between the paid-up capital of the
Company and the Group’s total share of paid-up capital of MRP, GEC and GCI of US$538,478 was
recorded under other reserve and is presented as part of equity.
During the financial year ended 31 December 2011, the Group completed the remaining
Restructuring Exercise via acquisitions of MRP, GEC and GCI for cash consideration of
US$538,478. As a result, the other reserve was eliminated on consolidation.
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REVENUE

Sales of coal

2011

US$

US$

13,651,465

49,668,624

66,761,835

–

361,611

1,933,203

Rental services

–

22,898

550,975

13,651,465

50,053,133

69,246,013

2009

2010

2011

US$

US$

US$

434,155

273,198

200,724

Interest income

6,976

19,660

28,094

Others

4,329

26,920

70,029

445,460

319,778

298,847

2009

2010

2011

US$

US$

US$

113,842

450,142

138,161

OTHER INCOME

Net foreign exchange gain

Total

25

2010

US$

Mining services
Total

24

2009

OTHER EXPENSES

Loss on disposal of property, plant and equipment - net
Listing expenses - professional fees

26

–

–

319,673

Others

245,751

372,176

34,335

Total

359,593

822,318

492,169

2009

2010

2011

US$

US$

US$

1,291,686

1,921,256

FINANCE COSTS

Interest expense on:
Finance leases

276,264

Bank borrowings
Total
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99,136

45,820

22,586

375,400

1,337,506

1,943,842
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INCOME TAX EXPENSE
2009
US$
Current tax
Deferred tax (Note 20)
Income tax expense

738,689
43,604
782,293

2010
US$

2011
US$

3,588,390
728,731
4,317,121

3,603,940
1,227,637
4,831,577

Domestic income tax for Singapore incorporated companies is calculated at 17% (2010 : 17%;
2009 : 17%) of the estimated assessable profit for the financial year. Taxation for Group entities in
other jurisdictions is calculated at the rates prevailing in the relevant jurisdiction.
Majority of the Company’s subsidiaries operate in Indonesia and hence, they are subject to
Indonesian tax law. In accordance to the Indonesian tax law No. 36/2008, the fourth amendment of
tax law No. 7/1983 on income taxes, the corporate tax rate is set at 25% (2010 : 25%; 2009 : 28%).
The total charge for the financial year can be reconciled to the accounting profit as follows:

Profit before income tax
Tax at statutory rate of 25% (2010 : 25%; 2009 : 28%) *
Tax effect of expenses that are not deductible in
determining taxable profit
Tax effect of income that are not taxable in
determining taxable profit
Tax exemption
Income tax expense
*

28

2009
US$

2010
US$

2011
US$

2,022,990

15,372,724

19,272,176

566,437

3,843,181

4,818,044

249,979

485,680

83,567

(1,953)
(32,170)
782,293

(11,740)
–
4,317,121

(45,104)
(24,930)
4,831,577

Statutory income tax is calculated at a rate in which the Company’s significant subsidiaries are domiciled, i.e.
Indonesian income tax rate.

PROFIT FOR THE YEAR
This has been arrived at after charging:

Directors’ remuneration
Employee benefits expense
(including directors’ remuneration)
Costs of defined contribution plans
(included in employee benefits expense)
Costs of defined benefit plans
(included in employee benefits expense)
Depreciation of property, plant and equipment
Cost of inventories recognised as expense

2009

2010

2011

US$

US$

US$

6,631

260,541

852,340

952,580

3,560,952

7,315,979

–

–

35,879

57,282

69,630

574,574

859,269

2,876,451

6,527,774

10,864,078

29,901,079

42,587,325

Property, plant and equipment written-off
(included in cost of sales)

40,114

656,038

–

Deferred mining evaluation assets written-off
(included in cost of sales)

69,305

450,127

–
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EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share attributable to the owners of the
Company is based on the following data:
Earnings per share after sub-division of every one ordinary share in the issued share capital of the
Company into 4,000 ordinary shares and before conversion of convertible loans into ordinary share
of the Company:
2009

2010

2011

US$

US$

US$

11,088,544

14,320,768

2009

2010

2011

800,000,000

800,000,000

800,000,000

98,702,639

98,702,639

98,702,639

898,702,639

898,702,639

898,702,639

2009

2010

2011

US$

US$

US$

Earnings
Earnings for the purpose of basic and diluted
earnings per share (profit for the year attributable
to owners of the Company)

1,240,697

Number of shares
Number of ordinary shares for the purpose of basic
earnings per share
Effect of dilutive potential ordinary shares:
Convertible loans
Number of ordinary shares for the purposes of
diluted earnings per share
Earnings per share based on pre-invitation share capital*:

Earnings per share
Basic and diluted (cents)

0.14

1.23

1.59

1,240,697

11,088,544

14,320,768

2009

2010

2011

898,702,639

898,702,639

898,702,639

Earnings
Earnings for the purpose of basic and diluted
earnings per share

Number of shares
Number of ordinary shares for the purposes of
basic and diluted earnings per share
*

Pre-invitation share capital is arrived at after sub-division of every one ordinary share in the Company into 4,000
ordinary shares and after conversion of convertible loans into 98,702,639 ordinary shares.
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SEGMENT INFORMATION
For the purpose of resource allocation and assessment of segment performance, the Group’s
chief operating decision makers have focused on the business operating units which in turn, are
segregated based on their services. This forms the basis of identifying the segments of the Group
under FRS 108.
Operating segments are aggregated into a single reportable operating segment if they have similar
economic characteristic, such as long-term average gross margins, and are similar in respect of
nature of services and process, type of customers, method of distribution, and if applicable, the
nature of the regulatory environment.
For management purposes, the Group is currently organised into one operating segment – coal
mining. This segment is primarily engaged in mining and marketing of coal. This division is the
basis on which the Group reports its primary segment information.
Geographical segments
The Group information about the segment revenue by geographical location is detailed below:
Revenue
2009

2010

2011

US$

US$

US$

13,651,465

41,368,446

50,596,927

–

8,684,687

15,450,100

Based on location of customer
Republic of Indonesia
People’s Republic of China
Republic of Singapore
Total

–

–

3,198,986

13,651,465

50,053,133

69,246,013

The Group information about the segment assets by geographical location are detailed below:
Non-current assets
2009

2010

2011

US$

US$

US$

Republic of Indonesia

11,725,661

36,852,914

79,872,207

Republic of Singapore

–

2,695,202

2,700,825

11,725,661

39,548,116

82,573,032

Total
Major customer information

The Group’s revenue derived from customers who individually account for 10% or more of the Group’s
revenue is detailed below:
2009

2010

2011

US$

US$

US$

Coal mining segment
Top 1st customer

3,188,613

12,731,651

25,146,525

Top 2nd customer

2,856,774

11,837,920

15,450,100

Top 3rd customer

2,342,144

9,267,622

8,432,593

–

8,684,687

8,003,378

th

Top 4 customer
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OPERATING LEASE ARRANGEMENTS
2009

2010

2011

US$

US$

US$

The Group as lessee
Minimum lease payments under operating leases
recognised as an expense in the financial year

1,081

175,657

597,645

At the end of the reporting period, the Group has outstanding commitments under non-cancellable
operating lease, which fall due as follows:

Within one year

2009

2010

2011

US$

US$

US$

6,090

415,113

401,215

In the second to fifth year inclusive

10,106

233,984

122,656

Total

16,196

649,097

523,871

Operating lease payments represent rentals payable by the Group for lands, office premise and
staff accommodations. The average lease term of the office premise and staff accommodations is
two years and rentals are fixed for two years.
For the leases of land, there are certain discrepancies relating to the execution of the lease
agreements. Some lease agreements were not executed by the registered owners of the land,
certain payments were not made to the registered owners and some of the registered owners
are deceased. As a result, there may be causes of action challenging the validity of the leases
which may require monetary compensation. In light of these discrepancies, Master Resources
has provided a blanket indemnification to a subsidiary in the Group against any claims, losses
or damages suffered in relation to any causes of action arising from the execution of the lease
agreements.
32

COMMITMENT
At the end of the year, the capital expenditure contracted for at the end of the Relevant Periods but
not recognised in the combined financial statements is as follows:
Commitment for purchase of property, plant and equipment:

Authorised and contracted for
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2009

2010

2011

US$

US$

US$

1,308,090

1,281,443

8,039,946

APPENDIX A
INDEPENDENT AUDITORS’ REPORT AND THE AUDITED COMBINED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2009, 2010 AND 2011
33

EVENTS AFTER THE REPORTING PERIOD
On 5 October 2012, pursuant to the conversion of convertible loans, 98,702,639 ordinary shares
were issued to the pre-invitation investors in accordance with the terms of the convertible loan
agreements and the Supplemental Agreements. Upon conversion, the convertible loans and the
convertible loans reserve were reclassified to share capital.
On 8 October 2012, pursuant to the Adjustment Agreements, the pre-invitation investors
transferred 607,400 ordinary shares in aggregate to Master Resources and its nominees.
Pursuant to the written resolutions passed by the shareholders on 4 October 2012 and 5 October
2012, the shareholders approved, inter alia, the following:(a)

the sub-division of every one (1) ordinary share in the share capital into 4,000 ordinary
shares;

(b)

the adoption of a new set of Articles of Association;

(c)

the issue of the 98,702,639 ordinary shares pursuant to the conversion of convertible loans,
which when allotted, issued and fully paid, will rank pari passu in all respects with the
existing issued ordinary shares;

(d)

the issue of the new ordinary shares pursuant to the invitation, which when allotted, issued
and fully paid, will rank pari passu in all respects with the existing issued ordinary shares;

(e)

the conversion of the Company into a public limited company and the change of name to
“Geo Energy Resources Limited”; and

(f)

that authority be and is hereby given to the Directors to:(A)

(B)

(i)

issue shares in the capital of the Company whether by way of rights, bonus or
otherwise; and/or

(ii)

make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require shares to be issued, including but not limited to the
creation and issue of (as well as adjustments to) warrants, debentures or other
instruments convertible into shares, at any time and upon such terms and
conditions and for such purposes and to such persons as the Directors may in
their absolute discretion deem fit; and

(notwithstanding the authority conferred by this authority may have ceased to be in
force) issue shares in pursuance of any Instrument made or granted by the Directors
while this authority was in force,
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EVENTS AFTER THE REPORTING PERIOD (Cont’d)
(f)

(Cont’d)
provided that:(1)

the aggregate number of shares to be issued pursuant to such authority (including
shares to be issued in pursuance of Instruments made or granted pursuant to this
authority) does not exceed 50% of the issued share capital of the Company (as
calculated in accordance with subparagraph (2) below), of which the aggregate
number of shares to be issued other than on a pro rata basis to the shareholders
(including shares to be issued in pursuance of Instruments made or granted pursuant
to this authority) does not exceed 20% of the issued share capital of the Company (as
calculated in accordance with subparagraph (2) below);

(2)

(subject to such manner of calculation as may be prescribed by the SGX-ST) for the
purpose of determining the aggregate number of shares that may be issued under
subparagraph (1) above, the percentage of issued share capital shall be based on the
post-Invitation issued share capital of the Company immediately following the close of
the Invitation, after adjusting for:(i)

new shares arising from the conversion or exercise of any convertible securities
or share options or vesting of share awards which are outstanding or subsisting
at the time this authority is passed; and

(ii)

any subsequent bonus issue, consolidation or sub-division of shares;

(3)

in exercising the authority conferred by this authority, the Company shall comply
with the provisions of the Listing Manual for the time being in force (unless such
compliance has been waived by the SGX-ST) and the Articles of Association for the
time being of the Company; and

(4)

(unless revoked or varied by the Company in general meeting) the authority conferred
by this authority shall continue in force until the conclusion of the next annual general
meeting of the Company or the date by which the next annual general meeting of the
Company is required by law to be held, whichever is the earlier.
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
STATEMENT OF DIRECTORS
In the opinion of the directors, the combined financial statements of Geo Energy Resources Limited and
its subsidiaries (the “Group”) as set out on page A-3 to A-50 are drawn up so as to give a true and fair
view of the state of affairs of the Group as at 31 December 2009, 2010 and 2011, and of the results,
changes in equity and cash flows of the Group for the financial year ended 31 December 2009, 2010 and
2011 and at the date of this statement, there are reasonable grounds to believe that the Group will be
able to pay its debts when they fall due.

ON BEHALF OF THE DIRECTORS

Charles Antonny Melati

Dhamma Surya
10 October 2012
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10 October 2012

The Board of Directors
Geo Energy Resources Limited
10 Anson Road
#20-16 International Plaza
Singapore 079903

Dear Sirs
Introduction
We have reviewed the accompanying interim condensed unaudited combined financial statements of
Geo Energy Resources Limited (the “Company”) and its subsidiaries (the “Group”) which comprise the
condensed combined statement of financial position as at 31 March 2012, the condensed combined
statements of comprehensive income, changes in equity and cash flows of the Group for the period from
1 January 2012 to 31 March 2012, and selected explanatory notes, as set out on pages B-3 to B-22.
Management is responsible for the preparation and fair presentation of the interim condensed combined
financial statements in accordance with the Singapore Financial Reporting Standard No. 34, Interim
Financial Reporting (“FRS 34”). Our responsibility is to express a conclusion on this interim condensed
combined financial statements based on our review.
Scope of Review
We conducted our review in accordance with Singapore Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of
interim financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Singapore Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed combined financial statements is not prepared, in all material respects, in accordance
with FRS 34.
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Other Matters
Other than
which has
condensed
2011 is the

the Group’s condensed combined statement of financial position as of 31 December 2011
been audited, the comparative figures have not been audited nor reviewed. The interim
combined financial information for the corresponding three months period ended 31 March
responsibility of the management.

This report has been prepared solely to you for inclusion in the prospectus in connection with the
proposed listing of Geo Energy Resources Limited on the Singapore Exchange Securities Trading Limited
and for no other purposes.

Deloitte & Touche LLP
Public Accountants and
Certified Public Accountants
Singapore

Ernest Kan Yaw Kiong
Partner
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
CONDENSED COMBINED STATEMENT OF FINANCIAL POSITION
As at 31 March 2012

Note

31 March
2012
US$
(Unaudited)

31 December
2011
US$
(Audited)

ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Total current assets

9
10
11
12

2,360,070
8,106,973
1,817,301
1,442,821
13,727,165

4,214,407
519,532
1,674,188
1,871,356
8,279,483

Non-current assets
Prepayments
Deferred mining evaluation assets
Property, plant and equipment
Total non-current assets

11
13
14

352,559
53,978
80,080,466
80,487,003

730,895
1,444,359
80,397,778
82,573,032

94,214,168

90,852,515

15
16
17
18
19
20

258,082
7,166,735
6,127,358
5,000,000
14,781,108
6,697,340
3,842,485
43,873,108

249,032
8,596,147
1,492,586
5,000,000
–
8,835,646
4,110,127
28,283,538

15
18
19
20

738,706
14,716,348
–
1,456,916
853,677
1,653,545
19,419,192

775,839
15,035,292
15,113,078
2,324,986
691,377
1,974,674
35,915,246

153,846
(1,078,228)
832,253
30,846,686
30,754,557
167,311
30,921,868

153,846
(244,775)
–
26,655,020
26,564,091
89,640
26,653,731

94,214,168

90,852,515

Total assets
LIABILITIES AND EQUITY
Current liabilities
Bank borrowing
Trade and other payables
Loans from related parties
Amount due to a related party
Convertible loans
Current portion of finance leases
Income tax payable
Total current liabilities
Non-current liabilities
Bank borrowing
Amount due to a related party
Convertible loans
Finance leases
Retirement benefit obligations
Deferred tax liabilities
Total non-current liabilities

21

Capital, reserves and non-controlling interests
Share capital
Translation reserve
Convertible loans reserve
Retained earnings
Equity attributable to owners of the Company
Non-controlling interests
Total equity

22
24

Total liabilities and equity
See accompanying notes to financial statements.
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
CONDENSED COMBINED STATEMENT OF COMPREHENSIVE INCOME
Period from 1 January 2012 to 31 March 2012
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

19,258,888

16,566,842

Cost of sales

(11,611,126)

(12,297,886)

Gross profit

7,647,762

4,268,956

62,517

227,818

Note

Revenue

25

Other income

26

General and administrative expenses

(1,546,386)

Other expenses

(230,807)

Finance costs

27

Profit before income tax

(312,837)
5,620,249

Income tax expense

28

(1,336,995)

Profit for the period

29

4,283,254

Other comprehensive income:
Exchange differences on translation

(847,370)

Total comprehensive income for the period

(1,065,548)
–
(585,248)
2,845,978
(649,756)
2,196,222

474,842

3,435,884

2,671,064

Owners of the Company

4,191,666

2,203,962

Non-controlling interests

91,588

Profit attributable to:
(7,740)

4,283,254

2,196,222

Owners of the Company

3,358,213

2,676,062

Non-controlling interests

77,671

Total comprehensive income attributable to:

3,435,884

(4,998)
2,671,064

Earnings per share:
- Basic (cents)

30

0.52

0.28

- Diluted (cents)

30

0.47

0.25

See accompanying notes to financial statements.
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153,846

–

Balance at 31 March 2012 (unaudited)

–

Total comprehensive income for the period

153,846

Balance at 1 January 2012 (audited)

Arising from convertible loans

153,846

–

153,846

–

–

–

–

538,478

–

538,478
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(1,078,228)

(833,453)

–

(244,775)

816,102

472,100

344,002

US$

US$
(Note 23)

US$
(Note 22)

Balance at 31 March 2011 (unaudited)

Total comprehensive income for the period

Balance at 1 January 2011 (audited)

Translation
reserve

Other
reserve

Share
capital

CONDENSED COMBINED STATEMENT OF CHANGES IN EQUITY
Period from 1 January 2012 to 31 March 2012

GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES

832,253

–

832,253

–

–

–

–

(Note 24)

US$

Convertible
loans
reserve

30,846,686

4,191,666

–

26,655,020

14,538,214

2,203,962

12,334,252

US$

Retained
earnings

30,754,557

3,358,213

832,253

26,564,091

16,046,640

2,676,062

13,370,578

US$

Equity
attributable
to owners of
the Company

167,311

77,671

–

89,640

(36,351)

(4,998)

(31,353)

US$

Noncontrolling
interests

30,921,868

3,435,884

832,253

26,653,731

16,010,289

2,671,064

13,339,225

US$

Total
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
CONDENSED COMBINED STATEMENT OF CASH FLOWS
Period from 1 January 2012 to 31 March 2012
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

5,620,249

2,845,978

2,353,828

1,170,581

Operating activities
Profit before income tax
Adjustments for:
Depreciation of property, plant and equipment
Gain on disposal of property, plant and equipment

(5,760)

Interest expense

312,837

Interest income

(5,074)

Retirement benefit obligations

177,503

Net foreign exchange (gains) losses

(287,862)

Operating cash flows before movements in working capital
Trade and other receivables, and prepayments
Inventories
Cash (used in) generated from operations

585,248
(3,249)
141,612
1,836,457

8,165,721

6,576,627

(7,730,554)

(5,317,980)

428,535

Trade and other payables

–

1,674,933

(1,429,412)

2,015,452

(565,710)

4,949,032

Income tax paid

(1,870,616)

Net cash (used in) from operating activities

(2,436,326)

(908)
4,948,124

Investing activities
Expenditure on deferred mining evaluation assets

–

Interest received

5,074

(1,131,570)
3,249

Advance payments for purchase of property, plant and equipment (Note A)

(352,559)

(543,399)

Purchase of property, plant and equipment (Note A)

(358,252)

(2,110,121)

Proceeds from disposal of property, plant and equipment
Net cash used in investing activities

20,951
(684,786)
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1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

Restricted cash deposit

(296,440)

–

Interest paid

(312,837)

Financing activities

Proceeds from issuance of convertible loans

–

Repayment of borrowing
Repayment of obligations under finance leases
Proceeds from related parties loans
Repayment of related parties loans

(28,083)

(60,632)

(3,033,703)

(1,563,940)

4,634,772

3,690,674

–

Net cash from financing activities

963,709

(Decrease) Increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Effect of exchange rate changes on the balance of cash held
in foreign currencies
Cash and cash equivalents at end of the period (Note 9)

(585,248)
12,825,463

(13,241,718)
1,064,599

(2,157,403)

2,626,554

4,214,407

2,150,418

6,626
2,063,630

(29,752)
4,747,220

Notes to condensed combined statement of cash flows:
(A)

During the period, the Group acquired property, plant and equipment with an aggregate cost of US$1,116,474 (31 March
2011 : US$3,275,859) of which US$27,327 (31 March 2011 : US$2,631,138) was acquired under finance lease arrangements.
In addition, the Group utilised its advance payment of US$730,895 (31 March 2011 : US$932,508) which was paid in prior
period (Note 11) to purchase property, plant and equipment during the financial period. Cash payments of US$358,252 (31
March 2011 : US$2,110,121) were made to purchase the property, plant and equipment.

See accompanying notes to financial statements.
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
NOTES TO CONDENSED UNAUDITED COMBINED FINANCIAL STATEMENTS
1

GENERAL
The Company (Registration No. 201011034Z) is incorporated in Singapore with its principal
place of business and registered office at 10 Anson Road #20-16 International Plaza, Singapore
079903. The interim condensed unaudited combined financial statements are presented in United
States dollars (US$) to enhance the comparability of the Group’s financials to other companies in
the coal mining industry.
The principal activity of the Company is that of an investment holding.
The principal activities of the Group are to carry on the business of mining and sale of coal.
The interim condensed unaudited combined financial statements have been prepared solely in
connection with the proposed listing of Geo Energy Resources Limited on the Singapore Exchange
Securities Trading Limited.
In preparation for the proposed listing of the Company on the Singapore Exchange Securities
Trading Limited, the Company undertook a restructuring exercise to streamline and rationalise
the Group structure which are disclosed in the audited combined financial statements for the year
ended 31 December 2009, 2010 and 2011.
The interim condensed unaudited combined financial statements of the Group for the period from 1
January 2012 to 31 March 2012 were authorised for issue by the Board of Directors on 10 October
2012.

2

BASIS OF PREPARATION
The interim condensed unaudited combined financial statements for the three months period
ended 31 March 2012 have been prepared in accordance with Singapore Financial Reporting
Standards 34, Interim Financial Reporting (“FRS 34”).

3

SIGNIFICANT ACCOUNTING POLICIES
The interim condensed unaudited combined financial statements have been prepared using
accounting policies consistent with the Singapore Financial Reporting Standards in accordance
with the historical cost basis except as disclosed in the accounting policies in the audited combined
financial statements for the year ended 31 December 2009, 2010 and 2011.
The accounting policies adopted are consistent with those followed in the preparation of the
Group’s audited combined financial statements for the latest annual period ended 31 December
2011.

4

OPERATIONS IN THE INTERIM PERIOD
The Group’s business is generally not subjected to significant seasonal fluctuations.

5

FINANCIAL RISK AND CAPITAL RISK MANAGEMENT POLICIES
There have been no changes in the financial risk management of the Group and the Group’s
overall capital risk management remains unchanged and has been disclosed in the audited
combined financial statements for the year ended 31 December 2009, 2010 and 2011.
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6

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
The critical judgments and key sources of estimation uncertainty made by the management remain
unchanged from the last audited financial year ended 31 December 2011.

7

HOLDING COMPANY AND RELATED COMPANY TRANSACTIONS
The Company is a subsidiary of Master Resources International Limited (“Master Resources”),
incorporated in British Virgin Islands which is also the Company’s ultimate holding company.
Related companies in these financial statements refer to members of the ultimate holding
company’s group of companies.

8

OTHER RELATED PARTY TRANSACTIONS
Some of the transactions and arrangements are with related parties and the effect of these on
the basis determined between the parties is reflected in these combined financial statements. The
balances are unsecured, interest-free and repayable on demand unless otherwise stated.
Details of transactions between the Group and related parties are disclosed below:
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

Entities controlled by the shareholders of the Company:
Sales of plant and equipment

–

Vehicle rental services

(89,709)

Purchase of plant and equipment
Travelling expenses

(381,553)
(112,727)

28,492

–

9,481

–

Compensation of directors and key management personnel
The remuneration of directors and other key management personnel during the period was as
follows:

Short-term benefits
Post-employment benefits
Total

1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

415,068

153,415

3,825

556

418,893

153,971

The remuneration of directors and other key management personnel is determined by the
performance of individuals and market trends.

B-9

APPENDIX B
INDEPENDENT AUDITORS’ REVIEW REPORT AND THE INTERIM CONDENSED
UNAUDITED COMBINED FINANCIAL STATEMENTS FOR THE THREE MONTHS
ENDED 31 MARCH 2012
9

CASH AND CASH EQUIVALENTS
31 March
2012

31 December
2011

US$
(Unaudited)

US$
(Audited)

Cash on hand

46,955

49,725

Cash at banks

2,016,675

4,164,682

Fixed deposit
Total
Less: Fixed deposit with maturity more than 3 months
Cash and cash equivalents in the statement of cash flows

296,440

–

2,360,070

4,214,407

(296,440)
2,063,630

–
4,214,407

The cash at banks bore an average effective interest rate of 1.50% (31 December 2011 : 1.50%)
per annum.
The fixed deposit bore an average effective interest rate of 5.00% per annum and for a tenure of
approximately 1 year.
The carrying amounts of these assets approximate their fair values.
10

TRADE AND OTHER RECEIVABLES

Trade receivables from third parties

31 March
2012

31 December
2011

US$
(Unaudited)

US$
(Audited)

7,432,378

–

80,455

101,246

–

179,034

594,140

239,252

8,106,973

519,532

Other receivables comprise of:
- Third parties
- Entities controlled by shareholders of the Company (Note 8)
- Value-Added Tax (“VAT”) receivables
Total

The credit period granted to customers except those under advance payment term was up to 30
days (31 December 2011 : 30 days). No interest is charged on the outstanding balances.
As at the end of the reporting period, all outstanding balances from third parties are current, not
past due and not impaired. The trade and other receivables that are neither past due nor impaired
have been assessed to be creditworthy based on the credit evaluation process performed by
management.
In determining the recoverability of receivables from third parties, the Group considers the
financial strength and performance of the third parties. Accordingly, management believes that no
allowance for doubtful debt is needed.
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11

PREPAYMENTS
31 March
2012
US$
(Unaudited)

31 December
2011
US$
(Audited)

1,666,699

1,362,141

Current assets:
Prepayments
Advance payments to mining rights owners
Total

150,602

312,047

1,817,301

1,674,188

352,559

730,895

Non-current asset:
Advance payments for purchase of property, plant and equipment

12

INVENTORIES
31 March
2012
US$
(Unaudited)
Coal, at cost

13

31 December
2011
US$
(Audited)

266,256

755,133

Consumables, at cost

1,176,565

1,116,223

Total

1,442,821

1,871,356

DEFERRED MINING EVALUATION ASSETS
During the period, US$1,427,173 (2011 : US$Nil) was transferred to property, plant and equipment
(Note 14).
No impairment loss was recognised during the reporting period in respect of deferred mining
evaluation assets.

14

PROPERTY, PLANT AND EQUIPMENT
During the period, the Group incurred US$1,116,474 (2011 : US$3,275,859) on acquisition of
property, plant and equipment and US$1,427,173 (2011 : US$Nil) was transferred from deferred
mining evaluation assets (Note 13).
During the period, the Group disposed of certain plant and equipment with a carrying amount of
US$15,191 (2011 : US$395,673) for cash proceeds of US$20,951 (2011 : US$395,673), resulting
in gain on disposal of US$5,760 (2011 : US$Nil).
No impairment loss was recognised during the reporting period in respect of property, plant and
equipment.
As at 31 March 2012, the Group has mortgaged its leasehold property having a carrying amount
of US$2,642,258 (31 December 2011 : US$2,563,706) to secure banking facilities granted to the
Group (Note 15).
In addition, the carrying amount of the heavy equipment and motor vehicles includes assets
acquired under finance leases amounting to US$25,686,533 (31 December 2011 : US$26,792,267)
for the Group (Note 20).
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15

BANK BORROWING

Bank loan

31 March
2012

31 December
2011

US$
(Unaudited)

US$
(Audited)

996,788

1,024,871

Less: Amounts due for settlement within
12 months (shown under current liabilities)
Amounts due for settlement after 12 months

(258,082)

(249,032)

738,706

775,839

The bank loan bore an interest rate of 1.88% (31 December 2011 : 1.88%) per annum and was
secured by a legal mortgage over the Company’s leasehold property (Note 14), and personal joint
and several guarantees from a director of the Company and a close family member of a director of
the Company. The bank loan is repayable in 60 monthly instalments commencing December 2010
and would be fully repaid by November 2015.
At the end of the reporting period, the fair value of the Group’s bank borrowing approximates its
carrying amount.
16

TRADE AND OTHER PAYABLES
31 March
2012

31 December
2011

US$
(Unaudited)

US$
(Audited)

Trade payables due to:
- Third parties

1,131,764

659,128

2,874,148

2,777,527

349,956

251,453

66,763

653,897

- Advances from customers

1,008,512

3,386,115

- Accrued expenses

1,735,592

868,027

7,166,735

8,596,147

Other payables comprise of:
- Third parties
- VAT payables
- Withholding tax payables

Total

The credit period on purchases was up to 30 days (31 December 2011 : 30 days). No interest is
charged on the outstanding balances.
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LOANS FROM RELATED PARTIES
The loans from related parties, shareholders of the Company and an entity controlled by the
shareholders of the Company, provide operational funding to the Group during the period. The
loans are interest-free, repayable on demand and are denominated in the functional currency of the
respective entities of the Group.

18

AMOUNT DUE TO A RELATED PARTY
This represents the outstanding balance payable by the Group to a related party, an entity
controlled by the shareholders of the Company arising from the purchase of mining property in
2011.
The amount due to related party is unsecured and interest-free.
The fair value of the amount due to a related party approximates its carrying amount.

19

CONVERTIBLE LOANS
Pursuant to the supplemental agreements dated 2 January 2012 (the “Supplemental Agreements”),
the subsidiary agreed with the pre-invitation investors to modify the terms of the convertible loan
agreements dated 16 February 2011 (the “Agreements”) such that 98,702,639 ordinary shares of
the Company will be issued to the pre-invitation investors upon conversion.
Pursuant to the modification of the Agreements, the fair value of the modified equity conversion
option would be reclassified from derivative financial liability to convertible loans reserve as equity
instrument.
Pursuant to the deeds of novation dated 21 April 2012, the Company substituted its subsidiary as
the named borrower in the Agreements effective from 2 January 2012.
The carrying amount of the convertible loans at the condensed combined statement of financial
position is analysed as follows:
US$
Fair value of liability component of convertible loans

14,280,825

Fair value of conversion option classified as derivative financial liability

832,253

Carrying amount of convertible loans at 31 December 2011 (audited)

15,113,078

Fair value of conversion option reclassified as convertible loans reserve (Note 24)
Exchange difference

(832,253)
500,283

Carrying amount of convertible loans at 31 March 2012 (unaudited)
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FINANCE LEASES
Minimum
lease payments

Present value of minimum
lease payments

31 March
2012

31 December
2011

31 March
2012

31 December
2011

US$
(unaudited)

US$
(audited)

US$
(unaudited)

US$
(audited)

Amounts payable under finance leases:
Within 1 year

7,133,336

9,523,414

6,697,340

8,835,646

In the 2nd to 5th year inclusive

1,514,340

2,430,770

1,456,916

2,324,986

Total

8,647,676

11,954,184

8,154,256

11,160,632

Less: Future finance charges
Present value of lease obligations

(493,420)
8,154,256

Less: Amount due for settlement within
12 months (shown under current
liabilities)
Amount due for settlement after 12 months

(793,552)
11,160,632

NA

NA

8,154,256

11,160,632

(6,697,340)

(8,835,646)

1,456,916

2,324,986

It is the Group’s policy to lease certain of its heavy equipment and motor vehicles under finance
leases. The finance lease term is up to three years with effective interest rate ranging from 2.08%
to 9.15% (31 December 2011 : 2.80% to 9.15%) per annum. Interest rates are fixed at the contract
date, and thus expose the Group to fair value interest rate risk. All finance leases are on a fixed
repayment basis and no arrangements have been entered into for contingent rental payments.
The fair values of the Group’s lease obligations approximate their carrying amounts.
The Group’s obligations under finance lease are secured by the lessor’s title to the leased assets
(Note 14). In addition, US$195,196 of the obligation under finance lease as at 31 March 2012
(31 December 2011 : US$263,476) is secured by a personal guarantee from a director of the
Company.
21

DEFERRED TAX LIABILITIES
The following are the major deferred liabilities recognised by the Group and the movements
thereon, during the period:
Accelerated tax
depreciation
US$
At 1 January 2011 (audited)

793,726

Charge to profit or loss

1,227,637

Exchange difference

(46,689)

At 31 December 2011 (audited)

1,974,674

Credit to profit or loss (Note 28)

(307,503)

Exchange difference

(13,626)

At 31 March 2012 (unaudited)

1,653,545

B-14

APPENDIX B
INDEPENDENT AUDITORS’ REVIEW REPORT AND THE INTERIM CONDENSED
UNAUDITED COMBINED FINANCIAL STATEMENTS FOR THE THREE MONTHS
ENDED 31 MARCH 2012
22

SHARE CAPITAL
On 24 May 2010, the Company was incorporated with 100 fully paid-up share capital of US$77.
On 1 July 2010, the Company increased its issued and fully paid-up share capital to 200,000
ordinary shares amounting to US$153,846.
As at the end of the reporting period, the Group’s share capital in the condensed combined
statement of financial position represents the paid-up capital of the Company.
Fully paid ordinary shares, which have no par value, carry one vote per share and carry a right to
dividend income when declared by the Company.

23

OTHER RESERVE
As at 31 March 2011, the Group has not fully completed its restructuring exercise. As a result, the
difference between the paid-up capital of the Company and the Group’s total share of paid-up capital
of PT Mitra Riau Pratama (“MRP”), PT Geo Energy Coalindo (“GEC”) and Geo Coal International
Pte. Ltd. (“GCI”) of US$538,478 was recorded under other reserve and is presented as part of equity.
As at 31 March 2012, the Group had completed the remaining restructuring exercise via acquisitions
of MRP, GEC and GCI for cash consideration of US$538,478. As a result, the other reserve was
eliminated on consolidation.

24

CONVERTIBLE LOANS RESERVE
This represents the fair value of conversion option to convert the liability component of the
convertible loans (Note 19) into ordinary shares of the Company.

25

REVENUE

Sales of coal

1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

19,169,179

15,435,085

Mining services

–

1,121,039

Rental services

89,709

10,718

19,258,888

16,566,842

Total
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OTHER INCOME
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

51,239

224,389

Interest income

5,074

3,249

Gain on disposal of property, plant and equipment – net

5,760

–

444

180

62,517

227,818

1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

307,928

585,248

4,909

–

312,837

585,248

1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

Net foreign exchange gain

Others
Total

27

FINANCE COSTS

Interest expense on:
Finance leases
Bank borrowings
Total

28

INCOME TAX EXPENSE

Current tax

1,644,498

Deferred tax (Note 21)
Income tax expense

667,463

(307,503)

(17,707)

1,336,995

649,756

Domestic income tax for Singapore incorporated companies is calculated at 17% (2011 : 17%)
of the estimated assessable profit for the financial period. Taxation for Group entities in other
jurisdictions is calculated at the rates prevailing in the relevant jurisdiction.
Majority of the Company’s subsidiaries operate in Indonesia and hence, they are subject to
Indonesian tax law. In accordance to the Indonesian tax law No. 36/2008, the fourth amendment of
tax law No. 7/1983 on income taxes, the corporate tax rate is set at 25% (2011 : 25%)
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INCOME TAX EXPENSE (Cont’d)
The total charge for the financial period can be reconciled to the accounting profit as follows:
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

Profit before income tax

5,620,248

2,845,978

Tax at statutory rate of 25%*

1,405,062

711,495

Tax effect of expenses that are not deductible in determining taxable profit
Tax effect of income that are not taxable in determining taxable profit
Others
Income tax expense
*

29

118,206

5,862

(215,004)

(67,601)

28,731

–

1,336,995

649,756

Statutory income tax is calculated at a rate in which the Company’s significant subsidiaries are domiciled, i.e.
Indonesian income tax rate.

PROFIT FOR THE PERIOD
This has been arrived at after charging:

Directors’ remuneration
Employee benefits expense (including directors’ remuneration)
Costs of defined contribution plans (included in employee
benefits expense)
Costs of defined benefit plans (included in employee benefits expense)
Depreciation of property, plant and equipment
Cost of inventories recognised as expense
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1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

354,949

132,018

1,968,927

1,475,890

14,588

4,213

177,503

141,609

2,353,828

1,170,581

11,611,126

12,297,886
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EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share attributable to the owners of the
Company is based on the following data:
Earnings per share after sub-division of every one ordinary share in the issued share capital of the
Company into 4,000 ordinary shares and before conversion of convertible loans into ordinary share
of the Company:

Earnings
Earnings for the purpose of basic and diluted earnings per share
(profit for the period attributable to owners of the Company)

1 January
2012 to
31 March
2012
(3 months)
US$
(Unaudited)

1 January
2011 to
31 March
2011
(3 months)
US$
(Unaudited)

4,191,666

2,203,962

31 March
2012
(unaudited)

31 December
2011
(audited)

Number of shares
Number of ordinary shares for the purpose of basic earnings per share

800,000,000

800,000,000

Effect of dilutive potential ordinary shares:
Convertible loans
Number of ordinary shares for the purpose of diluted earnings per share

98,702,639
898,702,639

98,702,639
898,702,639

1 January
2012 to
31 March
2012
(3 months)
US$
(Unaudited)

1 January
2011 to
31 March
2011
(3 months)
US$
(Unaudited)

0.47

0.25

4,191,666

2,203,962

Earnings per share based on pre-invitation share capital*:

Earnings per share
Basic and diluted (cents)
Earnings
Earnings for the purpose of basic and diluted earnings per share

Number of shares
Number of ordinary shares for the purposes of basic
and diluted earnings per share
*

31 March
2012
(unaudited)

31 December
2011
(audited)

898,702,639

898,702,639

Pre-invitation share capital is arrived at after sub-division of every one ordinary share in the Company into 4,000
ordinary shares and after conversion of convertible loans into 98,702,639 ordinary shares.
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SEGMENT INFORMATION
For the purpose of resource allocation and assessment of segment performance, the Group’s
chief operating decision makers have focused on the business operating units which in turn, are
segregated based on their services. This forms the basis of identifying the segments of the Group
under FRS 108.
Operating segments are aggregated into a single reportable operating segment if they have similar
economic characteristic, such as long-term average gross margins, and are similar in respect of
nature of services and process, type of customers, method of distribution, and if applicable, the
nature of the regulatory environment.
For management purposes, the Group is currently organised into one operating segment – coal
mining. This segment is primarily engaged in mining and marketing of coal. This division is the basis
on which the Group reports its primary segment information.
Geographical segments
The Group information about the segment revenue by geographical location is detailed below:
Revenue
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

17,552,708

7,398,902

1,706,180

6,014,248

–

3,153,692

19,258,888

16,566,842

Based on location of customer
Republic of Indonesia
People’s Republic of China
Republic of Singapore
Total

The Group information about the segment assets by geographical location are detailed below:
Non-current assets
31 March
2012

31 December
2011

US$
(unaudited)

US$
(audited)

Republic of Indonesia

77,712,065

79,872,207

Republic of Singapore

2,774,938

2,700,825

80,487,003

82,573,032

Total
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SEGMENT INFORMATION (Cont’d)
Major customer information
The Group’s revenue derived from customers who individually account for 10% or more of the
Group’s revenue is detailed below:
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

Top 1st customer

4,056,000

6,014,248

Top 2nd customer

3,200,000

3,813,801

Coal mining segment

rd

32

Top 3 customer

2,967,525

3,153,692

Top 4th customer

2,554,792

1,834,231

Top 5th customer

2,100,000

–

OPERATING LEASE ARRANGEMENTS
1 January
2012 to
31 March
2012
(3 months)

1 January
2011 to
31 March
2011
(3 months)

US$
(Unaudited)

US$
(Unaudited)

132,161

133,324

The Group as lessee
Minimum lease payments under operating leases recognised
as an expense in the financial period

At the end of the reporting period, the Group has outstanding commitments under non-cancellable
operating lease, which fall due as follows:

Within one year
In the second to fifth years inclusive
Total

31 March
2012

31 December
2011

US$
(Unaudited)

US$
(Audited)

316,269

401,215

83,724

122,656

399,993

523,871

Operating lease payments represent rentals payable by the Group for lands, office premise and
staff accommodations. The average lease term of the office premise and staff accommodations is
two years and rentals are fixed for two years.
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OPERATING LEASE ARRANGEMENTS (Cont’d)
For the leases of land, there are certain discrepancies relating to the execution of the lease
agreements. Some lease agreements were not executed by the registered owners of the land,
certain payments were not made to the registered owners and some of the registered owners
are deceased. As a result, there may be causes of action challenging the validity of the leases
which may require monetary compensation. In light of these discrepancies, Master Resources
has provided a blanket indemnification to a subsidiary in the Group against any claims, losses
or damages suffered in relation to any causes of action arising from the execution of the lease
agreements.

33

COMMITMENT
At the end of the reporting period, the capital expenditure contracted for but not recognised in the
combined financial statements is as follows:
Commitment for purchase of property, plant and equipment:

Authorised and contracted for

34

31 March
2012

31 December
2011

US$
(Unaudited)

US$
(Audited)

8,136,685

8,039,946

DIVIDENDS
No dividend has been paid or declared by the Company during the three months period ended 31
March 2012 and 31 March 2011.

35

EVENTS AFTER THE REPORTING PERIOD
On 5 October 2012, pursuant to the conversion of convertible loans, 98,702,639 ordinary shares
were issued to the pre-invitation investors in accordance with the terms of the convertible loan
agreements and the Supplemental Agreements. Upon conversion, the convertible loans and the
convertible loans reserve were reclassified to share capital.
On 8 October 2012, pursuant to the adjustment agreements dated 2 January 2012, the preinvitation investors transferred 607,400 ordinary shares in aggregate to Master Resources and its
nominees.
Pursuant to the written resolutions passed by the shareholders on 4 October 2012 and 5 October
2012, the shareholders approved, inter alia, the following:(a)

the sub-division of every one (1) ordinary share in the share capital into 4,000 ordinary
shares;

(b)

the adoption of a new set of Articles of Association;

(c)

the issue of the 98,702,639 ordinary shares pursuant to the conversion of convertible loans,
which when allotted, issued and fully paid, will rank pari passu in all respects with the
existing issued ordinary shares;

(d)

the issue of the new ordinary shares pursuant to the invitation, which when allotted, issued
and fully paid, will rank pari passu in all respects with the existing issued ordinary shares;
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EVENTS AFTER THE REPORTING PERIOD (Cont’d)
(e)

(f)

the conversion of the Company into a public limited company and the change of name to
“Geo Energy Resources Limited”; and
that authority be and is hereby given to the Directors to:(A)

(B)

(i)

issue shares in the capital of the Company whether by way of rights, bonus or
otherwise; and/or

(ii)

make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require shares to be issued, including but not limited to the
creation and issue of (as well as adjustments to) warrants, debentures or other
instruments convertible into shares, at any time and upon such terms and
conditions and for such purposes and to such persons as the Directors may in
their absolute discretion deem fit; and

(notwithstanding the authority conferred by this authority may have ceased to be in
force) issue shares in pursuance of any Instrument made or granted by the Directors
while this authority was in force,

provided that:(1)

the aggregate number of shares to be issued pursuant to such authority (including
shares to be issued in pursuance of Instruments made or granted pursuant to this
authority) does not exceed 50% of the issued share capital of the Company (as
calculated in accordance with subparagraph (2) below), of which the aggregate
number of shares to be issued other than on a pro rata basis to the shareholders
(including shares to be issued in pursuance of Instruments made or granted pursuant
to this authority) does not exceed 20% of the issued share capital of the Company (as
calculated in accordance with subparagraph (2) below);

(2)

(subject to such manner of calculation as may be prescribed by the SGX-ST) for the
purpose of determining the aggregate number of shares that may be issued under
subparagraph (1) above, the percentage of issued share capital shall be based on the
post-Invitation issued share capital of the Company immediately following the close of
the Invitation, after adjusting for:(i)

new shares arising from the conversion or exercise of any convertible securities
or share options or vesting of share awards which are outstanding or subsisting
at the time this authority is passed; and

(ii)

any subsequent bonus issue, consolidation or sub-division of shares;

(3)

in exercising the authority conferred by this authority, the Company shall comply
with the provisions of the Listing Manual for the time being in force (unless such
compliance has been waived by the SGX-ST) and the Articles of Association for the
time being of the Company; and

(4)

(unless revoked or varied by the Company in general meeting) the authority conferred
by this authority shall continue in force until the conclusion of the next annual general
meeting of the Company or the date by which the next annual general meeting of the
Company is required by law to be held, whichever is the earlier.
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GEO ENERGY RESOURCES LIMITED AND ITS SUBSIDIARIES
STATEMENT OF DIRECTORS
In the opinion of the directors, the interim condensed unaudited combined financial statements of Geo
Energy Resources Limited and its subsidiaries (the “Group”) as set out on page B-3 to B-22 are drawn
up so as to give a true and fair view of the state of affairs of the Group as at 31 March 2012, and of the
results, changes in equity and cash flows of the Group for the period from 1 January 2012 to 31 March
2012 and at the date of this statement, there are reasonable grounds to believe that the Group will be
able to pay its debts when they fall due.

ON BEHALF OF THE DIRECTORS

……………………………………………….
Charles Antonny Melati

……………………………………………….
Dhamma Surya

10 October 2012
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10 October 2012

The Board of Directors
Geo Energy Resources Limited
10 Anson Road
#20-16 International Plaza
Singapore 079903

Dear Sirs
We report on the unaudited pro forma combined financial information of Geo Energy Resources
Limited (the “Company”) and its subsidiaries (the “Group”) set out on pages C-3 to C-6, which have
been prepared, for illustrative purposes only and based on certain assumptions after making certain
adjustments to show what the unaudited pro forma combined statement of financial position as at 31
December 2011 and 31 March 2012 would have been if the Significant Events stated in the Explanatory
Note 1 had occurred on 31 December 2011 and 31 March 2012 respectively.
The pro forma adjustments do not have any material effect on the Group’s combined statement of
comprehensive income and combined statement of cash flows. Accordingly, the unaudited pro forma
combined statement of comprehensive income and the unaudited pro forma combined statement of cash
flows have not been presented.
The unaudited pro forma combined financial information, because of their nature, may not give a true
picture of the Group’s actual financial results.
The unaudited pro forma combined financial information is the responsibility of the management of the
Company. Our responsibility is to express an opinion on the unaudited pro forma combined financial
information based on our work.
We carried out procedures in accordance with Singapore Statement of Auditing Practice 24: Auditors
and Public Offering Documents. Our work, which involved no independent examination of the unaudited
pro forma combined financial information, consisted primarily of comparing the unaudited pro forma
combined financial information to the audited combined financial statements as at 31 December 2011
and the interim condensed unaudited combined financial statements as at 31 March 2012, considering
the evidence supporting the adjustments and discussing the unaudited pro forma combined financial
information with the management of the Company.
In our opinion:
(a)

the unaudited pro forma combined financial information have been properly prepared:
(i)

on the basis stated in the Explanatory Note 2 of the unaudited pro forma combined financial
information; and

(ii)

such basis is consistent with the accounting policies adopted by the Group for its latest
audited combined financial statements for the year ended 31 December 2011, which are
drawn up in accordance with the Singapore Financial Reporting Standards.
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(b)

each material adjustment made to the information used in the preparation of the unaudited pro
forma combined financial information is appropriate for the purpose of preparing such financial
information.

This report has been prepared solely to you for inclusion in the prospectus in connection with the
proposed listing of Geo Energy Resources Limited on the Singapore Exchange Securities Trading Limited
and for no other purposes.

Deloitte & Touche LLP
Public Accountants and
Certified Public Accountants
Singapore

Ernest Kan Yaw Kiong
Partner
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UNAUDITED PRO FORMA COMBINED STATEMENT OF FINANCIAL POSITION
As at 31 December 2011

Explanatory
note

Audited
combined
statement of
financial position
US$

Unaudited
pro forma
adjustments
US$

Unaudited
pro forma
combined
statement of
financial position
US$

ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Total current assets

4,214,407
519,532
1,674,188
1,871,356
8,279,483

4,214,407
519,532
1,674,188
1,871,356
8,279,483

Non-current assets
Prepayments
Deferred mining evaluation assets
Property, plant and equipment
Total non-current assets

730,895
1,444,359
80,397,778
82,573,032

730,895
1,444,359
80,397,778
82,573,032

Total assets

90,852,515

90,852,515

Current liabilities
Bank borrowing
Trade and other payables
Loans from related parties
Amount due to a related party
Current portion of finance leases
Income tax payable
Total current liabilities

249,032
8,596,147
1,492,586
5,000,000
8,835,646
4,110,127
28,283,538

249,032
8,596,147
1,492,586
5,000,000
8,835,646
4,110,127
28,283,538

Non-current liabilities
Bank borrowing
Amount due to a related party
Convertible loans
Finance leases
Retirement benefit obligations
Deferred tax liabilities
Total non-current liabilities

775,839
15,035,292
15,113,078
2,324,986
691,377
1,974,674
35,915,246

775,839
15,035,292
–
2,324,986
691,377
1,974,674
20,802,168

LIABILITIES AND EQUITY

Capital, reserves and
non-controlling interests
Share capital
Translation reserve
Retained earnings
Equity attributable to owners of the Company
Non-controlling interests
Total equity

2

2

153,846
(244,775)
26,655,020
26,564,091
89,640
26,653,731

Total liabilities and equity

90,852,515
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(15,113,078)

15,113,078

15,266,924
(244,775)
26,655,020
41,677,169
89,640
41,766,809
90,852,515
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UNAUDITED PRO FORMA COMBINED STATEMENT OF FINANCIAL POSITION
As at 31 March 2012

Explanatory
note

Unaudited
combined
statement of
financial position
US$

Unaudited
pro forma
adjustments
US$

Unaudited
pro forma
combined
statement of
financial position
US$

ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Total current assets

2,360,070
8,106,973
1,817,301
1,442,821
13,727,165

2,360,070
8,106,973
1,817,301
1,442,821
13,727,165

Non-current assets
Prepayments
Deferred mining evaluation assets
Property, plant and equipment
Total non-current assets

352,559
53,978
80,080,466
80,487,003

352,559
53,978
80,080,466
80,487,003

Total assets

94,214,168

94,214,168

258,082
7,166,735
6,127,358
5,000,000
14,781,108
6,697,340
3,842,485
43,873,108

258,082
7,166,735
6,127,358
5,000,000
–
6,697,340
3,842,485
29,092,000

LIABILITIES AND EQUITY
Current liabilities
Bank borrowing
Trade and other payables
Loans from related parties
Amount due to a related party
Convertible loans
Current portion of finance leases
Income tax payable
Total current liabilities

2

Non-current liabilities
Bank borrowing
Amount due to a related party
Finance leases
Retirement benefit obligations
Deferred tax liabilities
Total non-current liabilities
Capital, reserves and
non-controlling interests
Share capital
Translation reserve
Convertible loans reserve
Retained earnings
Equity attributable to owners of the Company
Non-controlling interests
Total equity

(14,781,108)

738,706
14,716,348
1,456,916
853,677
1,653,545
19,419,192

2

153,846
(1,078,228)
832,253
30,846,686
30,754,557
167,311
30,921,868

2

Total liabilities and equity

94,214,168
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738,706
14,716,348
1,456,916
853,677
1,653,545
19,419,192

15,613,361
(832,253)

15,767,207
(1,078,228)
–
30,846,686
45,535,665
167,311
45,702,976
94,214,168

APPENDIX C
INDEPENDENT AUDITORS’ REPORT AND THE UNAUDITED PRO FORMA
COMBINED FINANCIAL INFORMATION AS AT 31 DECEMBER 2011
AND 31 MARCH 2012
Explanatory Notes:
1.

Significant Events
Save for the following significant events relating to the modification and conversion of convertible
loans and changes to the capital structure of the Group (the “Significant Events”) discussed below,
the directors, as at the date of this report, are not aware of other significant acquisitions, disposal
of assets and subsidiaries or significant changes made to the capital structure of the Group
subsequent to 31 December 2011:
a)

Pursuant to the supplemental agreements dated 2 January 2012 (the “Supplemental
Agreements”), the subsidiary agreed with the pre-invitation investors to modify the terms
of the convertible loan agreements dated 16 February 2011 (the “Agreements”) such that
98,702,639 ordinary shares of the Company will be issued to the pre-invitation investors
upon conversion.
Pursuant to the deeds of novation dated 21 April 2012, the Company substituted its
subsidiary as the named borrower in the Agreements effective from 2 January 2012.
On 5 October 2012, pursuant to the conversion of the convertible loans, 98,702,639 ordinary
shares were issued to the pre-invitation investors in accordance with the terms of the
Agreements and the Supplemental Agreements.

2.

Basis of preparation of the unaudited pro forma combined financial information
The unaudited pro forma combined financial information have been prepared based on the
following :
-

Audited combined financial statements of Geo Energy Resources Limited and its
subsidiaries for the year ended 31 December 2011, which were prepared by management
in accordance with the Singapore Financial Reporting Standards (“FRS”) and audited by
Deloitte & Touche LLP, Singapore, in accordance with Singapore Standards on Auditing. The
auditors’ report dated 10 October 2012 on these financial statements was not qualified.

-

Interim condensed unaudited combined financial statements of Geo Energy Resources
Limited and its subsidiaries for the period three months ended 31 March 2012, which were
prepared by management in accordance with FRS 34 Interim Financial Reporting and
reviewed by Deloitte & Touche LLP, Singapore, in accordance with Singapore Standard
on Review Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”. The auditors’ review report dated 10 October 2012 on
these financial statements was not qualified.

The unaudited pro forma combined financial information as at 31 December 2011 and 31 March
2012 have been prepared for inclusion in the prospectus in connection with the proposed listing of
Geo Energy Resources Limited on the Singapore Exchange Securities Trading Limited and should
be read in conjunction with the audited combined financial statements of Geo Energy Resources
Limited and its subsidiaries for the year ended 31 December 2011 and the interim condensed
unaudited combined financial statements for the period three months ended 31 March 2012.
The unaudited pro forma combined financial information as at 31 December 2011 and 31
March 2012 are prepared for illustrative purposes only. These are prepared based on certain
assumptions and after making certain adjustments to show what the unaudited combined
statement of financial position of the Group would have been if the Significant Events had occurred
on 31 December 2011 and 31 March 2012.
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AND 31 MARCH 2012
Based on the assumptions discussed above, the following material adjustments have been made to
the audited combined financial statements of Geo Energy Resources Limited and its subsidiaries
for the year ended 31 December 2011 and interim condensed unaudited combined financial
statements for the three months period ended 31 March 2012, in arriving at the unaudited pro
forma combined financial information included herein:
Modification and conversion of the convertible loans
Unaudited pro forma combined statement of financial position
Effect of the modification and conversion of the convertible loans subsequent to 31 December 2011
and 31 March 2012, and adjusted as appropriate for the following:
Increase (Decrease)
As at 31
As at 31
December 2011
March 2012
US$
US$
Convertible loans
Convertible loans reserve
Share capital

(15,113,078)
–
15,113,078

(14,781,108)
(832,253)
15,613,361

As the recognition of the pro forma effect of the modification and conversion of the convertible
loans has no material impact on the combined statement of comprehensive income and the
combined statement of cash flows, no pro forma adjustment was made to the unaudited pro forma
combined statement of comprehensive income and the unaudited pro forma combined statement of
cash flows for the year ended 31 December 2011 and for the three months ended 31 March 2012.
The unaudited pro forma combined financial information, because of their nature, is not necessarily
indicative of the results of the operations, cash flows and financial position would have been
attained had the Significant Events actually occurred earlier. Save as disclosed in the Explanatory
Notes, the management, for the purpose of preparing this set of unaudited pro forma combined
financial information, have not considered the effects of other events.
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APPENDIX D
SUMMARY OF MEMORANDUM AND ARTICLES OF ASSOCIATION OF
OUR COMPANY
The discussion below provides a summary of the principal objects of our Company as set out in our
Memorandum of Association and certain provisions of our Articles of Association and the laws of
Singapore. This discussion is only a summary and is qualified by reference to Singapore law and our
Memorandum and Articles of Association.
MEMORANDUM OF ASSOCIATION AND REGISTRATION NUMBER
We are registered in Singapore with the Accounting and Corporate Regulatory Authority. Our company
registration number is 201011034Z. Our Memorandum of Association sets out the objects for which our
Company was formed, including carrying on or undertaking any business or activity.
SUMMARY OF OUR ARTICLES OF ASSOCIATION
1.

Directors
(a)

Ability of interested directors to vote
A Director shall not vote in respect of any contract, proposed contract or arrangement in
which he has any personal material interest, and he shall not be counted in the quorum
present at the meeting.

(b)

Remuneration
Fees payable to non-executive Directors shall be a fixed sum (not being a commission on or
a percentage of profits or turnover of our Company) as shall from time to time be determined
by our Company in general meeting. Fees payable to Directors shall not be increased except
at a general meeting convened by a notice specifying the intention to propose such increase.
Any Director who holds any executive office, or who serves on any committee of our
Directors, or who performs services outside the ordinary duties of a Director, may be
paid extra remuneration by way of salary, commission or otherwise, as our Directors may
determine.
The remuneration of a Managing Director shall be fixed by our Directors and may be by way
of salary or commission or participation in profits or by any or all of these modes but shall
not be by a commission on or a percentage of turnover.
Our Directors shall have power to pay pensions or other retirement, superannuation, death
or disability benefits to (or to any person in respect of) any Director for the time being holding
any executive office and for the purpose of providing any such pensions or other benefits, to
contribute to any scheme or fund or to pay premiums.

(c)

Borrowing
Our Directors may exercise all the powers of our Company to raise or borrow money, to
mortgage or charge its undertaking, property and uncalled capital, and to secure any debt,
liability or obligation of our Company.

(d)

Retirement Age Limit
There is no retirement age limit for Directors under our Articles of Association. Section
153(1) of the Act however, provides that no person of or over the age of 70 years shall
be appointed a director of a public company, unless he is appointed or re-appointed as a
director of the company or authorised to continue in office as a director of the company by
way of an ordinary resolution passed at an annual general meeting of the company.
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(e)

Shareholding Qualification
There is no shareholding qualification for Directors in the Memorandum and Articles of
Association of our Company.

2.

Share rights and restrictions
Our Company currently has one class of shares, namely, ordinary shares. Only persons who are
registered on our register of members and in cases in which the person so registered is CDP, the
persons named as the depositors in the depository register maintained by CDP for the ordinary
shares, are recognised as our shareholders.
(a)

Dividends and distribution
We may, by ordinary resolution of our shareholders, declare dividends at a general
meeting, but we may not pay dividends in excess of the amount recommended by our
Board of Directors. We must pay all dividends out of our profits. All dividends are paid prorata amongst our shareholders in proportion to the amount paid up on each shareholder’s
ordinary shares, unless the rights attaching to an issue of any ordinary share provide
otherwise. Unless otherwise directed, dividends are paid by cheque or warrant sent through
the post to each shareholder at his registered address. Notwithstanding the foregoing, the
payment by us to CDP of any dividend payable to a shareholder whose name is entered in
the depository register shall, to the extent of payment made to CDP, discharge us from any
liability to that shareholder in respect of that payment.
The payment by our Directors of any unclaimed dividends or other moneys payable on or
in respect of a share into a separate account shall not constitute our Company a trustee in
respect thereof. All dividends unclaimed after being declared may be invested or otherwise
made use of by our Directors for the benefit of our Company. Any dividend unclaimed after
a period of six (6) years after having been declared may be forfeited and shall revert to our
Company but our Directors may thereafter at their discretion annul any such forfeiture and
pay the dividend so forfeited to the person entitled thereto prior to the forfeiture.
Our Directors may retain any dividends or other moneys payable on or in respect of a share
on which our Company has a lien, and may apply the same in or towards satisfaction of the
debts, liabilities or engagements in respect of which the lien exists.

(b)

Voting rights
A holder of our ordinary shares is entitled to attend, speak and vote at any general meeting,
in person or by proxy. Proxies need not be a shareholder. A person who holds ordinary
shares through the SGX-ST book-entry settlement system will only be entitled to vote at a
general meeting as a shareholder if his name appears on the depository register maintained
by CDP 48 hours before the general meeting. Except as otherwise provided in our Articles of
Association, two or more shareholders must be present in person or by proxy to constitute
a quorum at any general meeting. Under our Articles of Association, on a show of hands,
every shareholder present in person and by proxy shall have one vote, and on a poll, every
shareholder present in person or by proxy shall have one vote for each ordinary share
which he holds or represents. A poll may be demanded in certain circumstances, including
by the Chairman of the meeting or by any shareholder present in person or by proxy and
representing not less than one-tenth of the total voting rights of all shareholders having the
right to attend and vote at the meeting or by any two shareholders present in person or by
proxy and entitled to vote. In the case of a tie vote, whether on a show of hands or a poll, the
Chairman of the meeting shall be entitled to a casting vote.
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3.

Change in capital
Changes in the capital structure of our Company (for example, an increase, consolidation,
cancellation, sub-division or conversion of our share capital) require shareholders to pass
an ordinary resolution. Ordinary resolutions generally require at least 14 days’ notice in writing.
The notice must be given to each of our shareholders who have supplied us with an address
in Singapore for the giving of notices and must set forth the place, the day and the hour of the
meeting. However, we are required to obtain our shareholders’ approval by way of a special
resolution for any reduction of our share capital, subject to the conditions prescribed by law.

4.

Variation of rights of existing shares or classes of shares
Subject to the Act, whenever the share capital of the Company is divided into different classes of
shares, the special rights attached to any class may be varied or abrogated either with the consent
in writing of the holders of three-quarters of the issued shares of the class or with the sanction of a
special resolution passed at a separate general meeting of the holders of the shares of the class.
To every such separate general meeting the provisions of our Articles of Association relating to
general meetings of the Company and to the proceedings thereat shall mutatis mutandis apply,
except that the necessary quorum shall be two persons at least holding or representing by proxy at
least one-third of the issued shares of the class, and that any holder of shares of the class present
in person or by proxy may demand a poll and that every such holder shall on a poll have one vote
for every share of the class held by him, provided always that where the necessary majority for
such a special resolution is not obtained at such general meeting, consent in writing if obtained
from the holders of three-quarters of the issued shares of the class concerned within two months
of such general meeting shall be as valid and effectual as a special resolution carried at such
general meeting. These provisions shall apply to the variation or abrogation of the special rights
attached to some only of the shares of any class as if each group of shares of the class differently
treated formed a separate class the special rights whereof are to be varied or abrogated.
The relevant Article does not impose more significant conditions than the Act in this regard.

5.

Limitations on foreign or non-resident shareholders
There are no limitations imposed by Singapore law or by our Articles of Association on the rights of
our shareholders who are regarded as non-residents of Singapore, to hold or vote their shares.
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APPENDIX E
DESCRIPTION OF OUR SHARES
The following statements are brief summaries of the rights and privileges of our Shareholders conferred
by the laws of Singapore, the Listing Manual and our Articles of Association (“Articles”). These
statements summarise the material provisions of our Articles but are qualified in entirety by reference
to our Articles, a copy of which is available for inspection at our registered office during normal business
hours for a period of six months from the date of this Prospectus.
Ordinary Shares
All of our Shares are in registered form. We may, subject to the provisions of the Act and the rules of the
SGX-ST, purchase our own Shares. However, we may not, except in circumstances permitted by the Act,
grant any financial assistance for the acquisition or proposed acquisition of our Shares.
New Shares
New Shares may only be issued with the prior approval of our Shareholders in a general meeting. The
aggregate number of Shares to be issued pursuant to a share issue mandate may not exceed 50%
(or such other limit as may be prescribed by the SGX-ST) of our issued share capital, of which the
aggregate number of Shares to be issued other than on a pro rata basis to our Shareholders may not
exceed 20% (or such other limit as may be prescribed by the SGX-ST) of our issued share capital (the
percentage of issued share capital being based on our Company’s issued share capital at the time such
authority is given after adjusting for new shares arising from the conversion of convertible securities or
employee share options on issue at the time such authority is given and any subsequent consolidation
or subdivision of Shares). The approval, if granted, will lapse at the conclusion of the annual general
meeting following the date on which the approval was granted or the date by which the annual general
meeting is required by law to be held, whichever is the earlier. Subject to the foregoing, the provisions of
the Act and any special rights attached to any class of shares currently issued, all new Shares are under
the control of our Board of Directors who may allot and issue the same with such rights and restrictions
as it may think fit.
Shareholders
Only persons who are registered in our Register of Members and, in cases in which the person so
registered is CDP, the persons named as the Depositors in the Depository Register maintained by CDP
for the Shares, are recognised as our Shareholders. We will not, except as required by law, recognise any
equitable, contingent, future or partial interest in any Share or other rights for any Share other than the
absolute right thereto of the registered holder of that Share or of the person whose name is entered in
the Depository Register for that Share. We may close our Register of Members for any time or times if
we provide the Registrar of Companies and Businesses with at least 14 days’ notice and the SGX-ST at
least ten clear Market Days’ notice. However, the Register of Members may not be closed for more than
30 days in aggregate in any calendar year. We typically close our Register of Members to determine
Shareholders’ entitlement to receive dividends and other distributions.
Transfer of Shares
There is no restriction on the transfer of fully paid Shares except where required by law or the Listing
Manual or the rules or by-laws of any stock exchange on which our Company is listed. Our Board of
Directors may decline to register any transfer of Shares which are not fully paid Shares or Shares on
which we have a lien. Our Shares may be transferred by a duly signed instrument of transfer in a form
approved by the SGX-ST or any stock exchange on which our Company is listed. Our Board of Directors
may also decline to register any instrument of transfer unless, among other things, it has been duly
stamped and is presented for registration together with the share certificate and such other evidence of
title as they may require. We will replace lost or destroyed certificates for Shares if it is properly notified
and if the applicant pays a fee which will not exceed $2 and furnishes any evidence and indemnity that
our Board of Directors may require.
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General Meetings of Shareholders
We are required to hold an annual general meeting every year. Our Board of Directors may convene
an extraordinary general meeting whenever it thinks fit and must do so if Shareholders representing not
less than 10% of the total voting rights of all Shareholders request in writing that such a meeting be held.
In addition, two or more Shareholders holding not less than 10% of our issued share capital may call a
meeting. Unless otherwise required by law or by our Articles, voting at general meetings is by ordinary
resolution, requiring an affirmative vote of a simple majority of the votes cast at the meeting. An ordinary
resolution suffices, for example, for the appointment of directors. A special resolution, requiring the
affirmative vote of at least 75% of the votes cast at the meeting, is necessary for certain matters under
Singapore law, including voluntary winding up, amendments to the Memorandum of Association and our
Articles, a change of our corporate name and a reduction in our share capital. We must give at least 21
days’ notice in writing for every general meeting convened for the purpose of passing a special resolution.
Ordinary resolutions generally require at least 14 days’ notice in writing. The notice must be given to each
of our Shareholders who have supplied us with an address in Singapore for the giving of notices and
must set forth the place, the day and the hour of the meeting and, in the case of special business, the
general nature of that business.
Voting Rights
A holder of our Shares is entitled to attend, speak and vote at any general meeting, in person or by
proxy. Proxies need not be Shareholders. A person who holds Shares through the SGX-ST bookentry settlement system will only be entitled to vote at a general meeting as a Shareholder if his name
appears on the depository register maintained by CDP 48 hours before the general meeting. Except as
otherwise provided in our Articles, two or more Shareholders must be present in person or by proxy to
constitute a quorum at any general meeting. Under our Articles, on a show of hands, every Shareholder
present in person and by proxy shall have one vote (provided that in the case of a Shareholder who is
represented by two proxies, the chairman of the meeting shall be entitled to treat the first named proxy
as the authorised representative to vote on a show of hands), and on a poll, every Shareholder present
in person or by proxy shall have one vote for each Share which he holds or represents. A poll may be
demanded in certain circumstances, including by the chairman of the meeting or by any Shareholder
present in person or by proxy and representing not less than 10% of the total voting rights of all
shareholders having the right to attend and vote at the meeting or by any two Shareholders present in
person or by proxy and entitled to vote. In the case of an equality of votes, whether on a show of hands
or a poll, the chairman of the meeting shall be entitled to a casting vote.
Dividends
We may, by ordinary resolution of our Shareholders, declare dividends at a general meeting, but we may
not pay dividends in excess of the amount recommended by our Board of Directors. We must pay all
dividends out of our profits. All dividends are paid pro rata among our Shareholders in proportion to the
amount paid up on each Shareholder’s Shares, unless the rights attaching to an issue of any Share
provides otherwise. Unless otherwise directed, dividends are paid by cheque or warrant sent through the
post to each Shareholder at his registered address. Notwithstanding the foregoing, the payment by us to
CDP of any dividend payable to a Shareholder whose name is entered in the Depository Register shall,
to the extent of payment made to CDP, discharge us from any liability to that Shareholder in respect of
that payment.
Bonus and Rights Issue
Our Board of Directors may, with approval of our Shareholders at a general meeting, capitalise any
reserves or profits (including profits or moneys carried and standing to any reserve) and distribute the
same as bonus Shares credited as paid-up to our Shareholders in proportion to their shareholdings. Our
Board of Directors may also issue rights to take up additional Shares to Shareholders in proportion to
their shareholdings. Such rights are subject to any conditions attached to such issue and the regulations
of any stock exchange on which we are listed.
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Takeovers
Under the Singapore Code on Take-overs and Mergers (“Singapore Take-over Code”), issued by the
Authority pursuant to section 321 of the Securities and Futures Act, any person acquiring an interest,
either on his own or together with parties acting in concert with him, in 30% or more of the voting
Shares must extend a takeover offer for the remaining voting Shares in accordance with the provisions
of the Singapore Take-over Code. In addition, a mandatory takeover offer is also required to be made
if a person holding, either on his own or together with parties acting in concert with him, between 30%
and 50% of the voting shares acquires additional voting shares representing more than 1% of the
voting shares in any 6-month period. Under the Singapore Take-over Code, the following individuals
and companies will be presumed to be persons acting in concert with each other unless the contrary is
established:(a)

the following companies:(i)

a company;

(ii)

the parent company of (i);

(iii)

the subsidiaries of (i);

(iv)

the fellow subsidiaries of (i);

(v)

the associated companies of (i), (ii), (iii) or (iv); and

(vi)

companies whose associated companies include any of (i), (ii), (iii), (iv) or (v);

(b)

a company with any of its directors (together with their close relatives, related trusts as well as
companies controlled by any of the directors, their close relatives and related trusts);

(c)

a company with any of its pension funds and employee share schemes;

(d)

a person with any investment company, unit trust or other fund whose investment such person
manages on a discretionary basis, but only in respect of the investment account which such person
manages;

(e)

a financial or other professional adviser, including a stockbroker, with its customer in respect of the
shareholdings of:(i)

the adviser and persons controlling, controlled by or under the same control as the adviser;
and

(ii)

all the funds which the adviser manages on a discretionary basis, where the shareholdings
of the adviser and any of those funds in the customer total 10% or more of the customer’s
equity share capital;

(f)

directors of a company (together with their close relatives, related trusts and companies controlled
by any of such directors, their close relatives and related trusts) which is subject to an offer or
where the directors have reason to believe a bona fide offer for their company may be imminent;

(g)

partners; and

(h

the following persons and entities:(i)

an individual;

(ii)

the close relatives of (i);
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(iii)

the related trusts of (i);

(iv)

any person who is accustomed to act in accordance with the instructions of (i); and

(v)

companies controlled by any of (i), (ii), (iii) or (iv).

Under the Singapore Take-over Code, a mandatory offer made with consideration other than cash must
be accompanied by a cash alternative at not less than the highest price paid by the offeror or any person
acting in concert within the preceding 6 months.
Liquidation or Other Return of Capital
If we liquidate or in the event of any other return of capital, holders of our Shares will be entitled to
participate in any surplus assets in proportion to their shareholdings, subject to any special rights
attaching to any other class of shares.
Indemnity
As permitted by Singapore law, our Articles provide that, subject to the Act, our Board of Directors
and officers shall be entitled to be indemnified by us against any liability incurred in defending any
proceedings, whether civil or criminal, which relate to anything done or omitted to have been done as an
officer, director or employee and in which judgement is given in their favour or in which they are acquitted
or in connection with any application under any statute for relief from liability in respect thereof in which
relief is granted by the court. We may not indemnify our Directors and officers against any liability which
by law would otherwise attach to them in respect of any negligence, wilful default, breach of duty, breach
of trust or fraud of which they may be guilty in relation to us.
Limitations on Rights to Hold or Vote Shares
Except as described in “Voting Rights” and “Takeovers” above, there are no limitations imposed by
Singapore law or by our Articles on the rights of non-resident shareholders to hold or vote in respect of
our Shares.
Minority Rights
The rights of minority shareholders of Singapore-incorporated companies are protected under Section
216 of the Act, which gives the Singapore courts a general power to make any order, upon application by
any of our shareholders, as they think fit to remedy any of the following situations where:(a)

our affairs are being conducted or the powers of our Board of Directors are being exercised in a
manner oppressive to, or in disregard of the interests of, one or more of our shareholders; or

(b)

we take an action, or threaten to take an action, or our shareholders pass a resolution, or propose
to pass a resolution, which unfairly discriminates against, or is otherwise prejudicial to, one or more
of our shareholders, including the applicant.

Singapore courts have a wide discretion as to the reliefs they may grant and those reliefs are in no way
limited to those listed in the Act itself. Without prejudice to the foregoing, the Singapore courts may:(a)

direct or prohibit any act or cancel or vary any transaction or resolution;

(b)

regulate the conduct of our affairs in the future;

(c)

authorise civil proceedings to be brought in our name of, or on behalf of, by a person or persons
and on such terms as the court may direct;

(d)

provide for the purchase of a minority shareholder’s Shares by our other shareholders or by us
and, in the case of a purchase of Shares by us, a corresponding reduction of our share capital; or

(e)

provide that we be wound up.
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The following is a discussion of certain tax matters arising under the current tax laws in Singapore and
Indonesia, and is not intended to be and does not constitute legal or tax advice. While this discussion is
considered to be a correct interpretation of existing laws in force as at the Latest Practicable Date, no
assurance can be given that courts or fiscal authorities responsible for the administration of such laws
will agree with this interpretation or that changes in such laws will not occur. The discussion is limited to a
general description of certain tax consequences in Singapore and Indonesia with respect to ownership of
our Shares by investors, and does not purport to be a comprehensive nor exhaustive description of all of
the tax considerations that may be relevant to a decision to purchase our Shares.
Prospective purchasers of our Shares should consult their tax advisors concerning the tax
consequences of owning and disposing of our Shares. Neither our Company, our Directors nor
any other persons involved in this Invitation accepts responsibility for any tax effects or liabilities
resulting from the subscription, purchase, holding or disposal of our Shares.
SINGAPORE TAX
Corporate income tax
A Singapore tax resident corporate taxpayer is subject to Singapore income tax on:


income accrued in or derived from Singapore; and



foreign sourced income received or deemed received in Singapore, unless otherwise exempted.

Foreign income in the form of branch profits, dividends and service fee income (“specified foreign
income”) received or deemed received in Singapore by a Singapore tax resident corporate taxpayer are
exempted from Singapore tax subject to meeting the qualifying conditions.
A non-Singapore tax resident corporate taxpayer, subject to certain exceptions, is subject to Singapore
income tax on income accrued in or derived from Singapore, and on foreign income received or deemed
received in Singapore.
A company is regarded as tax resident in Singapore if the control and management of the company’s
business is exercised in Singapore. Normally, control and management of the company is vested in its
board of directors and therefore if the board of directors meets and conducts the company’s business in
Singapore, the company should be regarded as tax resident in Singapore.
The corporate tax rate in Singapore is 17% with effect from the Year of Assessment 2010 after allowing
partial tax exemption on the first S$300,000 of a company’s chargeable income.
Individual income tax
An individual taxpayer (both resident and non-resident) is subject to Singapore income tax on income
accrued in or derived from Singapore, subject to certain exceptions. Foreign-sourced income received
or deemed received by individual taxpayers, regardless of whether they are resident or non-resident of
Singapore, are generally exempt from income tax in Singapore except for such income received through
a partnership in Singapore.
Currently, a Singapore tax resident individual is subject to tax at the progressive rates, ranging from 0%
to 20%.
A non-Singapore tax resident individual is normally taxed at the tax rate of 20% except for certain
specified income that may be taxable at lower rates.
An individual is regarded as a tax resident in Singapore if in the calendar year preceding the year of
assessment, he was physically present in Singapore or exercised an employment in Singapore (other
than as a director of a company) for 183 days or more, or if he ordinarily resides in Singapore.
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Dividend Distributions
Under the one-tier corporate tax system, the tax paid by a resident company is a final tax and the
distributable profits of the company can be paid to shareholders as tax exempt dividends. Dividends paid
by our Company will be exempt from tax in the hands of Shareholders, regardless of the tax residence
status or the legal form of the Shareholders. However, foreign Shareholders are advised to consult their
own tax advisors to take into account the tax laws of their respective countries of residence and the
existence of any double taxation agreement which their country of residence may have with Singapore.
Capital Gains Tax
Singapore currently does not impose tax on capital gains. However, there are no specific laws or
regulations which deal with the characterisation of capital gains. In general, gains or profits derived from
the disposal of our Shares acquired for long-term investment purposes should be considered as capital
gains and not subject to Singapore tax.
On the other hand, where such gains or profits arise from activities which the Comptroller of Income Tax
regards as the carrying on of a trade or business of dealing in shares in Singapore, gains or profits will
ordinarily be taxed as income.
Stamp Duty
There is no stamp duty payable on the subscription of our Shares.
Stamp duty is payable on the instrument of transfer of our Shares at the rate of S$0.20 for every S$100
or any part thereof, computed on the consideration paid or market value of our Shares registered in
Singapore, whichever is higher.
The purchaser is liable for stamp duty, unless there is an agreement to the contrary. No stamp duty
is payable if no instrument of transfer is executed, or if the instrument of transfer is executed outside
Singapore. However, stamp duty may be payable if the instrument of transfer which is executed outside
Singapore is subsequently received in Singapore.
The above stamp duty is not applicable to electronic transfers of our Shares through the CDP system.
Goods and Services Tax (“GST”)
The sale of our Shares by an investor belonging in Singapore to another person belonging in Singapore
is an exempt supply not subject to GST.
Where our Shares are sold by a GST-registered investor in the course of a business to a person
belonging outside Singapore, and that person is outside Singapore when the sale is executed, the sale
should generally, subject to satisfaction of certain conditions, be considered a taxable supply subject to
GST at zero-rate. Any input GST incurred by a GST-registered investor in the making of this supply in the
course of or furtherance of a business carried on by him is recoverable from the Comptroller of GST.
Services such as brokerage, handling and clearing services rendered by a GST-registered person to
an investor belonging in Singapore in connection with the investor’s purchase, sale or holding of
our Shares will be subject to GST at the current rate of 7%. Similar services rendered to an investor
belonging outside Singapore is generally subject to GST at zero-rate, provided that the investor is outside
Singapore when the services are performed and the services provided do not benefit any Singapore
persons.
Estate duty
With effect from 15 February 2008, Singapore estate duty has been abolished.
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INDONESIAN TAX
The following is a summary of the principal Indonesian tax consequences relevant to the prospective
investor based on Indonesian tax laws and their implementing regulations in force as of the date of this
offering memorandum. The summary does not address any laws other than the tax laws of the Republic
of Indonesia.
General
Resident taxpayers, individual or corporate, are subject to income tax in Indonesia on worldwide
income. Foreign tax may be claimed as a tax credit subject to a limitation rule. Generally, an individual
is considered to be a non-resident of Indonesia if the individual does not reside in Indonesia or does
not intend to stay in Indonesia for more than 183 days within a twelve month period. A company will
be considered a non-resident of Indonesia if the company is not established or domiciled in Indonesia.
In determining the residency and tax status of an individual or corporation, consideration will also be
given to the provision of any applicable agreement for the avoidance of double taxation (“tax treaty”)
which Indonesia has concluded with other countries. In this section, both non-resident individuals and
non-resident corporations will be referred to as “non-resident taxpayers”.
Corporate income tax is imposed at a flat rate of 25% (for fiscal year 2010 onwards). This rate applies to
Indonesian companies and foreign companies operating in Indonesia through a permanent establishment.
The tax rate is reduced by 5 percentage points for qualified companies which listed in stock exchange in
Indonesia. Small and medium-scale companies (that is, companies having gross turnover of up to IDR
50 billion) are entitled to a 50% reduction of the tax rate. The reduced rate applies to taxable income
corresponding to gross turnover of up to IDR 4,800,000,000.
Subject to the provisions of any applicable tax treaty, non-resident taxpayers, namely individuals or
corporations not domiciled or established in Indonesia, which derive income sourced in Indonesia from,
among other things, interest, royalties or dividends from Indonesia, are subject to a final withholding tax
on that income at the rate of 20%, so long as the income is not effectively connected with a permanent
establishment of such individuals or corporations in Indonesia. If the income is effectively connected
with a permanent establishment in Indonesia, such income shall be regarded as income earned by the
permanent establishment. Income earned by the permanent establishment is subject to the income tax
rate applied to income earned by an Indonesian corporate tax resident, which is 25%. Further, branch
profit tax of 20% will be imposed on the net profit after income tax.
Taxation of Dividends
Dividends paid to Indonesian resident corporate taxpayers are subject to withholding tax at the rate of
15%. This tax is an advance payment of the dividend recipient’s income tax liability. Tax exemption may
apply if certain requirements are fulfilled that the dividends are paid from retained earnings and the
recipient’s share ownership in the payer of the dividends represents a minimum of 25% paid-in capital.
Dividends exempted from tax are not subject to the 15% withholding tax.
Dividends received by Indonesian resident individual taxpayers are subject to a final tax with a maximum
rate of 10%.
Dividends remitted overseas are subject to a final 20% withholding tax, unless an applicable tax treaty
provides a lower rate. Under the current tax treaty between Indonesia and Singapore, the reduced
withholding tax rate on dividend distributions from an Indonesian subsidiary is 10% in condition that the
dividend recipient’s has a minimum of 25% of the payer of the dividend’s capital otherwise 15% of tax
rate should apply.
Capital Gains on disposal of shares
A 0.1% final withholding tax is imposed on proceeds of sales of publicly listed shares through the
Indonesian stock exchange. An additional tax at a rate of 0.5% of the share value is levied on sales of
founder shares associated with a public offering.
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Capital gains derived by resident shareholders from disposal of non-listed Indonesian company are
included in taxable income and are subject to tax at the applicable income tax rate. Capital gains derived
by non-resident shareholders are subject to tax at a rate of 20%. The law provides that the 20% tax is
imposed on an amount of deemed income. The Minister of Finance of Indonesia established the deemed
income for sales of unlisted shares which equals 25% of the gross sale proceeds, resulting in an effective
tax rate of 5% of the gross sale proceeds. This rule applies to residents of non-treaty countries and to
residents of treaty countries if the applicable treaty allows Indonesia to tax the income.
Sale or transfer by non-residents of shares in conduit companies or special purpose companies
established or resided in tax haven jurisdictions that have special-relationship with an Indonesian entity or
an Indonesian permanent establishment of a foreign entity, is deemed to be a sale or transfer of shares of
the Indonesian entity or the permanent establishment (as mentioned above).
Anti-Avoidance Rule on the Tax Treaty
Indonesia has concluded tax treaties with a number of countries. The relevant tax treaty may also affect
the definition of non-resident taxpayers. Where a tax treaty exists and the eligibility requirements of that
treaty are satisfied, a reduced rate of withholding tax may be applicable in the case of interest, royalty
and dividends. This is also subject to there being no misuse of the tax treaties and the non-resident
taxpayers meeting the administrative requirements under the Indonesian tax regulations. Some tax
treaties also provide an exemption from Indonesian tax on any capital gains of non-resident taxpayers
arising from alienation of certain properties in Indonesia. To obtain the benefit of an applicable tax treaty,
the non-resident taxpayer must be the beneficial owner of the income received from Indonesia and
comply with the eligibility requirements of the tax treaty and the specific requirements in Indonesia.
Value-added tax (VAT)
An amendment of the VAT Law was signed into law by the President of the Republic of Indonesia on
15 October 2009, following ratification from the parliament in mid-September 2009. The amendment, as
provided under Law Number 42 Year 2009, is the third amendment of the 1983 VAT law (Law Number 8
Year 1983). The changes have come into effect on 1 April 2010.
VAT is imposed on delivery of most goods and services at a rate of 10%. Government regulations can
adjust the rate to as low as 5% and as high as 15%. Delivery of certain goods (including coal) or services
is not subject to VAT. Any VAT paid for acquisition of goods and/or services that relates to non VAT-able
sales is non-creditable and can only be treated as part of expenditures.
Under the current VAT legislations, Indonesian Government provides VAT relief in the form of VAT
exemption on importation or acquisition of certain strategic goods.
Stamp duty
According to Government Regulation No. 24 of 2000, generally legal documents or other documents with
monetary value are subject to stamp duty. Currently, the nominal amount of the Indonesian stamp duty
is IDR 6,000 for legal documents or other documents having a value greater than IDR 1,000,000, and
IDR 3,000 for transactions having a value up to a maximum of IDR 1,000,000. Generally, the stamp duty
is due at the time the document is executed. Stamp duty is payable by the party that benefits from the
executed document unless both parties state otherwise.
Estate duty
Land and Building tax is imposed on individuals, companies or organisations that have certain rights to or
obtain benefits from land, or possess, control or obtain benefits from ownership of land and buildings. The
tax is based on the government assessed value (ratable value) of the land and buildings as determined
by the Ministry of Finance. The current tax on land and buildings could be up to 0.3% of the ratable value.
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2011 and data provided by PT Prima Energytama (Energytama). This study included a review of
resources and reserves for JORC compliance, a discussion of the geology and mining conditions, and a
financial analysis. Behre Dolbear also assessed cost and capital elements of the operation and reviewed
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The Independent Technical Review report (ITR) has been produced by an Independent Qualified Person
who meets the requirements of proposed Rule 210(9)(b) of the Consultation Paper dated 20 June 2012
entitled “Proposed Introduction of Mainboard Listing Rules for Mineral, Oil and Gas Companies”, and is
in accordance with the JORC Code (as further defined in the ITR). The ITR has also been reviewed by a
Director of Behre Dolbear Asia, Inc., who is an Independent Qualified Person. Subject to the industrystandard disclaimer stated in Section 1.2 of the ITR, regarding the underlying data, both professionals
take full responsibility for the contents of the ITR. Appendix 1.0 of the ITR contains additional specific
information, responsibility statements, relevant certifications and declarations by both of these
professionals.
Behre Dolbear is independent of Energytama and its coal mining property. Neither Behre Dolbear, nor
any of its employees or associates involved in this project hold any shares or has any direct or indirect
pecuniary or contingent interests of any kind in Energytama. Behre Dolbear is to receive a fee for its
services (the work product of which includes this report) at its normal commercial rate and customary
payment schedules. The payment of our professional fee is not contingent on the outcome of this report.
Yours faithfully,
BEHRE DOLBEAR ASIA, INC.

Donald K. Cooper
Chairman – Board of Directors
Qualified Person #01373QP as certified by the
Mining and Metallurgical Society of America

Norris Brooks
Project Manager
Qualified Person #01404QP as certified by
Mining and Metallurgical Society of America
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1.0
1.1

INTRODUCTION

STATEMENT OF ENGAGEMENT

In response to an engagement letter dated 05 December, 2011, PT Prima Energytama (“Energytama,” the
“Company,” or the “Client”) engaged Behre Dolbear Asia, Inc. (“Behre Dolbear”) to prepare an
Independent Technical Review (the “ITR”) of the Bumi Enggang Khatulistiwa coal mine project (the
“BEK Project”) in East Kalimantan Province, Indonesia. The BEK Project includes the proposed mine,
haul roads, loadout area, coal preparation facilities and barge loading facilities and is located in a coal
concession area containing approximately 4,570 hectares of land (the “BEK Concession”). The Client
wishes to have a JORC compliant statement with respect to the Mine’s coal resources if the existing data
supports such a statement. The ITR is to be signed by a Competent Person as defined by the Australasian
Joint Ore Reserve Committee. Geo Energy Resources Pte. Ltd (Geo Energy), the parent company and
ultimate owner of the BEK concession is considering the possibility of listing on the Singapore Stock
Exchange (SGX), and this ITR might be included as part of a prospectus for that purpose. The following
report is the result of a site visit, extensive Client interviews, and analysis of data, as provided by
Energytama and related companies.
1.2

DISCLAIMER

Behre Dolbear professionals have conducted an independent technical review, performed a site visit in
November 2011, and conducted a field inspection of the BEK Project. Behre Dolbear has exercised all
due care in reviewing the supplied information and believes that the basic assumptions are factual and
correct and the interpretations are reasonable. Behre Dolbear has independently analyzed the data
provided by others, but the accuracy of the conclusions of this ITR largely relies on the accuracy of the
supplied data. Behre Dolbear does not accept responsibility for any errors or omissions in the supplied
information and does not accept any consequential liability arising from investment or other financial
decisions or actions by others.
1.3

ELECTRONIC DISCLAIMER

Electronic mail copies of this report are not official unless authenticated and signed by Behre Dolbear and
are not to be modified in any manner without Behre Dolbear’s express written consent.
1.4

UNITS USED IN THIS REPORT

The metric system is used throughout this report and the currency used is the United States Dollar (or
US$). When units in other systems and other currencies are used, they are identified in the text.
1.5

SCOPE OF WORK FOR THE INDEPENDENT TECHNICAL REVIEW

From 11 November to 2 December 2011, the team of Behre Dolbear professionals traveled Energytama’s
offices in Jakarta, Indonesia and to East Kalimantan, Indonesia to visit and inspect the BEK Project site
and the BEK Concession in general. During the visit, discussions were held with technical and managerial
staff, both at the BEK Project site and at Energytama’s and Geo’s offices. The Client provided the
information that supports Behre Dolbear’s comments and discussions of the following topics:
•
•

Project 11-365

Project background
Geology, coal resources, and reserves
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•
•
•
•
•
•
•
•
•
•

1.6

Land status and discussion of the Concession
Proposed mining operations
Administration, manpower, and management
Infrastructure
Environmental controls, permitting, and regulatory compliance
Coal quality and price
Capital expenditure forecasts
Operating costs experience and forecasts
Economic analysis
Risk analysis

PROJECT TEAM

Behre Dolbear’s project team for this ITR consisted of senior level professionals from Behre Dolbear’s
offices in Denver, Colorado, USA; Toronto, Canada; and Hong Kong. The team’s Project Manager, Mr.
Norris E. Brooks, and its Senior Project Advisor, Mr. Donald K. Cooper, are both Independent Qualified
Persons, as required by proposed Rule 210(9)(b) of the Consultation Paper dated 20 June 2012 entitled
“Proposed Introduction of Mainboard Listing Rules for Mineral, Oil and Gas Companies”, and take full
responsibility for the content of this ITR. Both are certified as “Qualified Persons” by the Mining and
Metallurgical Society of America. Appendix 1.0 of this report contains additional specific information,
responsibility statements, relevant certifications and declarations as signed by both of these professionals.
Behre Dolbear’s personnel contributing to the study and to this technical report include the following.
Project Manager and Mining Engineer – Mr. Norris Brooks, a Behre Dolbear Senior Associate, is
based in Malaysia. He has over 35 years of experience in the coal industry, including 20 years in
executive level management. He has managed and directed underground and surface mines and mining
companies as well as mine development projects. His business expertise includes management of surface
and underground coal mine operations, coal preparation, acquisitions, safety, business development,
organization development, project management and construction, financial evaluations, and feasibility
studies. Mr. Brooks has extensive coal industry experience in the United States, Indonesia, China, India,
Mexico, South America, and Malaysia. Domestically and internationally, he has managed coal mining
and processing operations, managed mine development projects, been involved in the evaluations and
negotiations for several acquisitions, been the project leader in numerous feasibility studies, and been an
advisor to foreign governments and companies on coal mine fires, explosions, and inundations. Mr.
Brooks’ credentials include a Bachelor of Engineering in Mining from The Ohio State University and The
Executive Program from the Darden School of Business, University of Virginia. He meets the
requirements for “Competent Person” as defined in the Australasian JORC Code and the requirements for
“Qualified Person” as defined in Canadian National Instrument (NI) 43-101 for mining engineering.
Project Surface Mining Specialist – Mr. Steve Svatek has over 30 years of experience in the coal
industry, including 20 years in executive level management. Mr. Svatek’s experience includes mineral
property evaluations, due diligence, mine planning, and permitting for coal and other mineral
commodities. His specialties include project evaluation, cost estimation, short- and long-range mine
planning, and competitor analysis for underground and surface coal mining properties. Mr. Svatek has
extensive coal industry experience in the United States, China, Australia, and Mexico. He is an
experienced underground and surface coal miner and he held positions of increasing responsibility in
engineering, operations, and financial analysis. Mr. Svatek was based in China as the Vice President of
the Chinese subsidiary of ARCO Coal China, where he negotiated and directed major coal mining and
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power plant acquisitions. He has conducted technical reviews of numerous underground coal mines in
China. Mr. Svatek has extensive experience at the large surface coal mining operations of major coal
companies in the western states of the USA. He successfully formed and managed several privately held
mining related enterprises. Mr. Svatek holds a Bachelor of Science-Mining Engineering from the
University of Missouri-Rolla.
Resource/Reserve Specialist: Dr. Robert Cameron has over 20 years of experience in geostatistical
analysis of ore reserves, computerized mine planning, computerized studies for ultimate pit limit
optimization, mine management consulting, cost optimization, operations downsizing, minerals valuation,
mine economic feasibility analysis, mine finance and operations research. Dr. Cameron had responsibility
for supervising, reviewing and quality assurance of all ore reserve worked performed by Behre Dolbear as
their Director of Geostatistics and Mine Planning. He has extensive experience in computerized mine
planning and ore reserve estimation using classical and geostatistical ore reserve modeling; selection of
mining related computer software, ore reserve audits, computer applications, mineral commodity studies,
computer modeling of commodities, and remediation of abandoned mine sites. Additionally, he has a vast
knowledge of the full range of mine planning computer software including Datamine, MedSystem,
Techbase, PC-Mine, and Whittle pit optimization. In addition, he has worked with computers since the
early 1970s and has a wide range of knowledge in computer applications, programming, database
development and design, computer communications, web site design and network design and
implementation. Dr. Cameron holds B.S., M.S., and Ph.D. degrees in Mining Engineering from the
University of Utah.
Project Geologist and Resource/Reserve Specialist – Mr. James Kohler has over 35 years of
experience in coal and oil shale geology and holds a Master’s Degree in geology. He was an executive in
the U.S. Bureau of Land Management, which administered budgets for solid mineral programs on federal
lands including coal, oil shale, and non-energy minerals. He established and developed automated
techniques to inventory mineral resource data and he developed reserve evaluations for coal and other
minerals. He was Manager of Coal Development and Mining Geology for a major U.S. coal company.
While there, he led exploration programs, evaluated coal resources and determined development potential
on acquisition opportunities in Indonesia, China and the United States. Mr. Kohler meets the requirements
of “Qualified Person” for Canadian National Instrument 43-101.
Environmental and Permitting Specialist – Dr. Lawrence Malesu holds a Ph.D. in Safety Technology
and Engineering and a Master’s Degree in Environmental Engineering, both granted by Northeastern
University in Shenyang, China. Fluent in Mandarin, Mr. Malesu specializes in the assessment of
environmental and safety risks. He has provided his services on a number of Behre Dolbear mining and
mineral related projects in China and for Chinese clients on other continents. He has worked as the
government Inspector of Mines and Environment in Africa. He has extensive experience in open cast and
underground mining activities, including coal, copper, and iron ore. His work has involved environmental
site assessment, mining rights, permitting and licensing, mitigation plans, wastewater treatment,
feasibility studies, and mine environmental and social integrations and responsibilities.
Financial Modeling and Economic Analysis Specialist – Ms. Amy Jacobsen has 25 years of diverse
experience in technical consulting, business plan development, business process reviews, and independent
engineer technical reviews of large infrastructure projects, including coal and mineral projects as well as
power generation projects. She specializes in the review, analysis, and preparation of cash flow models
for use in project evaluations and valuations. She has consulting experience in Asia, Europe, North and
South America, Australia, Middle East, and Africa, and includes extensive work in energy fuels such as
coal, lignite, and uranium. She has also worked in precious metals, base metals including copper, cobalt,
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zinc, and nickel, industrial minerals and fertilizers. Ms. Jacobsen holds a B.S. in metallurgical engineering
from the Colorado School of Mines and an MBA from the University of Denver.
Senior Project Advisor – Mr. Donald K. Cooper is Chairman of the Behre Dolbear Asia, Inc. Board of
Directors, He is also the retired President of Behre Dolbear & Company (USA), Inc. For over 15 years, he
has served as Global Director of Coal Services for the Behre Dolbear Group, Inc. He holds a BS degree in
Mineral Preparation Engineering from The Pennsylvania State University and he did MS level studies in
Mineral Economics and Statistics at the West Virginia University. He has diverse experience in coal
mining, preparation, marketing, transportation, and utilization. His 35 years in the coal industry have
included project engineering, construction, and start-up management. Working for large, publicly held
corporations such as United States Steel Corporation and small, private companies such as Amvest
Corporation, he managed project feasibility studies for coal mining and preparation, developed capital
and operating budgets, structured and restructured operating and sales organizations, and established coal
mining business plans. He has extensive experience in the evaluation and development of coal projects.
Mr. Cooper specializes in the practical aspects of project development and management, including capital
budget analysis, contract specifications, and construction progress and start-up coordination. He has been
either the Project Manager or the Project Advisor for essentially all of Behre Dolbear’s major coal
industry studies during the past 15 years.

Project 11-365

4

G-11

BEHRE DOLBEAR

APPENDIX G
INDEPENDENT TECHNICAL REVIEW OF THE BUMI ENGGANG KHATULISTIWA
COAL MINE PROJECT IN EAST KALIMANTAN PROVINCE, INDONESIA
Independent Technical Review of the Bumi Enggang Coal Mine Properties
March 2012

2.0
2.1

EXECUTIVE SUMMARY

BACKGROUND

Energytama is incorporated in Indonesia with headquarters in Jakarta. Energytama has a close business
relationship with Geo Energy, which is incorporated in Singapore. These entities are involved in contract
coal mining as well as this new venture, the BEK Project. The BEK Concession, in which the BEK
Project is located, resides in Tering and Long Iram Districts of the Regent of Kutai Barat in East
Kalimantan Province, Indonesia, contains approximately 4,570 hectares.
The BEK Project will be operated by PT Bumi Enggang Khatulistiwa (BEK), an entity whose ultimate
holding company is Geo Energy. BEK also holds the mining license for the BEK Project. Energytama is
an exploration company with the same shareholders as Geo Energy; its role was to undertake the
exploration work to bring the BEK Concession to an operational state and the commissioning of this ITR
was an integral part of Energytama’s work on the BEK Concession. As at 31 December 2011,
Energytama was deemed to have completed its work and BEK has taken the lead role in bringing the
BEK Project into operation.
Energytama has engaged Behre Dolbear to provide an ITR of the BEK Project. If there was sufficient
information found to exist, the engagement required Behre Dolbear to convert the BEK Project’s reported
reserves and resources to JORC compliance categorization. Behre Dolbear understands that this report
may be used as part of the requirements for a listing on the SGX.
The BEK Project was in the exploration and design phase at the time of Behre Dolbear’s November 2011
site visit by Messrs. Norris Brooks, Steve Svatek, James Kohler and Lawrence Malesu, and was awaiting
consents that would allow the start of construction operations. The BEK Project has a maximum design
capacity of 2.7 million tonnes per year. Figure 2.1 shows the location of the BEK Concession and BEK
Project in East Kalimantan Province, Indonesia.
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Figure 2.1.

Location of BEK Mine and Concession in East Kalimantan, Indonesia

All of the data used in development of this ITR was obtained from the Company and its affiliates.
Relevant technical information was reviewed, evaluated and validated by Behre Dolbear, where
necessary. With respect to various legal aspects of the properties and mines, Behre Dolbear reviewed and
relied upon legal due diligence reports prepared by Ali Budiardjo, Nugroho, Reksodiputro (ABNR), the
Company’s Indonesian IPO legal counsel.
2.2

GEOLOGY

The BEK Concession is located in the northeast portion of the Kutai Barat in East Kalimantan Province.
Within the BEK Concession, coal deposits are found in Eocene to Early Miocene sediments that consist
primarily of freshwater deposits that were deposited in a coastal plain environment. The structure of the
area is relatively simple with the coal-bearing strata dipping 2° to 5° to the southeast. No significant
faulting has been identified in the area that would affect mining, but the possibility exists for minor
normal faulting within the proposed mine area.
The area has been extensively explored with 276 drill holes completed within the property. Within the
areas targeted for mining, the drill hole spacing was 200 meters × 200 meters and in some areas
100 meters × 100 meters. The drilling protocols and data are sufficient for mine planning purposes.
Drilling within the BEK Concession has identified as many as seven coal seams. The strata encountered
during drilling represent an active fluvial depositional environment with sandstone, siltstone, mudstone,
claystone, and coal beds throughout the section. The active depositional environment is demonstrated by
the partings and splitting of the coal beds near the fluvial channels. One of the uppermost coal beds
(G Seam) is laterally persistent and appears to have the greatest potential for development.
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The G Seam occurs throughout the eastern portion of the exploration area and ranges in thickness
between 0.15 meters (m) and 4.1 m with an average thickness slightly greater than 2.5 m. Overburden on
the G Seam ranges from nil at the outcrop to 30 m at the proposed mining limits.
2.3

RESOURCES AND RESERVES

Behre Dolbear estimates that, as of 31 December 2011, the BEK Concession holds approximately
4.2 million tonnes of Proved and 8.3 million tonnes of Probable Reserves conforming to the definitions in
the 2004 edition of The Australasian Code for Reporting of Exploration Results, Mineral Resources and
Ore Reserves (2004 JORC Code). The in-situ coal resource tonnage for the BEK Concession in addition
to the Coal Reserves as of 31 December 2011 comprises approximately 1.2 million tonnes of Measured,
7.1 million tonnes of Indicated and 22.4 million tonnes of Inferred coal resources. Coal Reserves and the
Coal Resources, which are in addition to the Reserves at the BEK Concession, are shown in Table 2.1.

Category
Mineral
Type

TABLE 2.1
Resources AND RESERVES for the BEK COAL MINE
Gross Attributable
Net Attributable to Issuer
to License
Tonnes
Grade
Tonnes
Grade
Change from
(Millions)
(Millions)
Previous update
(%)

Remarks

Reserves
Proved
Coal
Probable
Coal
Total Reserves

4.2
8.3
12.5

N/A
N/A
N/A

4.2
8.3
12.5

N/A
N/A
N/A

N/A
N/A
N/A

None
None

Resources
Measured
Coal
Indicated
Coal
Inferred
Coal
Total Resources

1.2
7.1
22.4
30.7

N/A
N/A
N/A
N/A

1.2
7.1
22.4
30.7

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

None
None
None

Note: The Measured, Indicated, and Inferred Resources are in addition to the Reserves

Behre Dolbear notes that, as currently defined, the Inferred coal resource estimates carry a great amount
of uncertainty as to their existence and the feasibility of economic and legal mineability. It cannot be
assumed that all or any part of an Inferred coal resource will ever be upgraded to a higher category.
Investors are cautioned not to assume that any or all of the Inferred resources exist or are economically or
legally mineable. However, Behre Dolbear believes that there is a high probability that a portion of that
Inferred resource could be converted into Indicated resource and Probable reserves with additional
exploration work.
Behre Dolbear believes the coal resource estimation database, procedures, and parameters applied by
Energytama to the BEK Concession to be reasonable and geologic factors were adequately considered in
their estimation of the resource. Behre Dolbear believes that the data density requirements for Measured
and Indicated block definition, used for the estimates, are generally adequate for JORC Code resource
estimation for similar coal deposits.
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Behre Dolbear believes that the dilution included in the reserves could be slightly higher than estimated.
The data reviewed by Behre Dolbear shows that the ash contents of the G Seam “roof coal” and “floor
coal” plies are measurably higher than those in the main plies of the seam. While these are relatively thin
layers, they do create the potential for higher ash content than planned when they are not selectively
excluded from the run of mine product. The management of these “waste coal” plies at the top and bottom
of the seam will ultimately affect the balance between planned coal recoveries from the reserve versus the
ability to consistently keep ash content within contractual limits. In any event, Behre Dolbear believes
that the dilution adjustment will be minor and can be mitigated with good mine management and
therefore has not adjusted the reserve estimates for slightly higher dilution. However, Behre Dolbear
would suggest that BEK actively monitor the coal mining recovery factor and coal mining dilution factor
and revise the coal reserve estimates for the operations, according to the actual mining recovery factor
and mining dilution factor achieved, when appropriate.
2.4

MINE DESCRIPTION AND PLAN

The BEK Concession covers 4,570 hectares. The mining area reportedly contains 12.5 million tonnes of
recoverable coal in the explored area and has a planned mine life of 6 years. The coal is located in four
distinct, adjacent areas, which are designated by Pits A, B, C, and D. Initial mining will occur in the main
Pit A and will continue throughout the 6-year mine life. Pits B, C, and D are to be mined during the last
three years. Coal production peaks in Year 4, at 2.7 million tonnes per year (Figure 2.2).
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BEK mine plan
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The BEK Concession is located in the Mujan and Kelubaq areas, Tering and Long Iram District near the
town of Sendawar in Kutai Barat Regency, East Kalimantan Province. It is approximately 360 kilometers
(km) west of the Provincial Capital of Samarinda. Access to the BEK Project site is very convenient
through a paved road from Sendawar, the regency capital. The mine is also accessed by the Mahakam
River. Sendawar has good infrastructure with approximately 50,000 inhabitants according to a 2008
census. Adequate communications and services are available. The total population of the villages in and
around the BEK Concession is approximately 3,560 people.
The coal deposit is relatively flat and outcrops to the north in Pits A and B and in all directions in Pits C
and D, allowing quick access to coal. The coal seams have a mild dip of 2° to 5° to the southeast. The
coal seams include Seams B, C, D, F, and G. At the time of Behre Dolbear’s visit, the plan was to mine
predominantly the G Seam, with some production from the other lesser seams. The planned open cut mine
operations are straightforward, with an average strip ratio of 6.5:1.
BEK Mine planners use Minescape software from Mincom for their geological modeling and mine
design.
2.5

COAL QUALITY

A discussion of the physical and chemical characteristics of all seams on the BEK Concession is provided
in Section 6.3.2. Table 2.2 shows the average Proximate Analysis for the “G” Seam, which is the most
significant of the mineable seams at this time. It is important to note that the analyses (provided by the
Company) below reflect the exclusion of “G” Seam “roof coal” and “floor coal” from the drill core
analysis. The significance of this distinction is explained in Section 2.3 and Section 6.3.2.

Moisture
Content
(adb)
44.22

TABLE 2.2
BEK CONCESSION
“G” SEAM COAL QUALITY FROM DRILL CORES
(W.O. ROOF AND FLOOR COAL)
ISO STANDARD METHOD ANALYSIS
Ash
Sulfur
Volatile Matter Content
Content
Content
(ar)
(adb)
adb
adb
32.7
33.70
5.29
0.23

Calorific Value
adb
4,200

ar
3,482

ar = As Received
adb = Air Dried Basis

2.6

MINING RIGHTS AND PERMITTING

BEK states that mining taxes have been paid, their legal status is in force and free of any liens or
encumbrances, therefore BEK is considered to be in good legal standing.
BEK was established by Deed of Establishment No. 18 dated 17 September 2007, done before Silvanus
Deddy Nugroho, SH, MKn, Notary in Samarinda. The Deed of Establishment has been approved by the
Ministry of Law and Human Rights of the Republic of Indonesia under its Decree No. AHU10520.01.01.Th2008 dated 03 March 2008.
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On 09 April 2011, BEK upgraded its license to IUP Operation and Production (Mining License for
Operational Production) from the Regent of Kutai Barat under its Decree No. 545/K.287a/2011 dated 04
April 2011.
Based on Deed of Shareholders Resolutions No. 55 dated 09 May 2011, done before Humberg Lie, SH,
SE, MKn, Notary in Jakarta as notified to The Ministry of Law and Human Rights, under Notification
Receipt No. AHU-AH.01.10-16439, dated 30 May 2011, the ownership of BEK is held by two
shareholders, PT Sumber Bara Jaya, which holds 99.98% and Mr. Richard Kennedy Melati, who holds
0.02%.
2.7

ENVIRONMENTAL LIABILITIES

Mines working near the BEK Concession have been historically limited to small pits and exploration
drilling with very small environmental effects. Regulations require the development of an Environmental
Impact Assessment Statement/Report (EIA/ANDAL). BEK’s EIA/ANDAL was approved on
02 September 2010 as evidenced by Decree of Kutai Barat Regent No. 660.5/011/ANDAL/BLHKBR/IX/2010.
2.8

PERMIT STATUS

BEK currently holds an IUP Operation and Production permit, which allows the BEK Concession owner
to carry out various mining activities, such as development, mining, processing, refining, transportation,
and sales activities. BEK has obtained permits for a reclamation and post-mining activities plan as
approved by Kutai Barat Regent under its Decree No. 540/069.A/DISTAMBEN-TU.P/I/2012 and
No. 540/070.A/DISTAMBEN-TU.P/I/2012, both dated 30 January 2012.
2.9

SURFACE RIGHTS

BEK holds the mining rights to approximately 4,570 hectares of which approximately 1,000 hectares are
in the area to be mined. As of the writing of this report, BEK reports that it has successfully negotiated
surface rights to 693 hectares from the surface property owners as of 14 February 2012. The surface rights
to all of the area to be mined in the first four years have been acquired. There has been no hearing of the
Project Affected Parties opposing BEK’s operations.
2.10

ENVIRONMENTAL AND SOCIAL ISSUES

BEK currently has approved permits for clearing, waste dumps, haulage construction, and use of the
Mahakam River for transportation.
Mining activities are the main source of income in this region with at least 70% of the population directly
or indirectly dependent upon such activities. BEK plans to integrate with the community by contributing
to the development of water supplies, electricity, and social recreation.
2.11

OCCUPATIONAL HEALTH AND SAFETY

BEK is required to submit quarterly reports covering operation and production activities including
equipment use, coal stockpile levels, and workers’ training. BEK is also required to submit quarterly
reports on the health and safety activities of the work place including the results of safety inspections,
accidents, and incident investigations. BEK has set up an Emergency Response Plan in collaboration with
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a Centralized Emergency Notification and Communication System controlled by the Emergency
Command Centre Office in Samarinda.
2.12

FINANCIAL EVALUATION AND CASH FLOW MODEL

Behre Dolbear reviewed a base case financial model, which was prepared and delivered by BEK, titled
“Behre Dolbear - BEK Budget Working Paper 2 Feb 2012 (2000 Hour).xlsx” that document was received
by Behre Dolbear on 2 February 2012. Additional backup data for the operating costs were provided in a
series of Microsoft Excel® files titled “2012(2Feb2012).xlsx” through “2017 (2Feb2012).xlsx,” which
were received on 5 February 2012. The technical operating parameters, revenues, operating costs, taxes,
and capital expenditures for the BEK Project are integrated into the base case financial model received
from the Company, resulting in the determination of the after-tax net income and cash flow for the BEK
Project over a period of 6 years commencing in year 2012.
Behre Dolbear adjusted BEK’s base case financial model to allow for a change in the overall tonnage of
coal to be produced at the BEK Project to match the Proved and Probable Reserves as discussed in this
report. Behre Dolbear also modified BEK’s base case financial model to allow for the determination of
the Net Present Value (NPV) and the sensitivity of the economics to several potential variations to the
cash flow inputs. This modified financial model is referred to as the BCFM throughout this report and this
modified financial model provides the basis for Behre Dolbear’s analysis.
The NPV of the after-tax net cash flow was determined for a range of discount rates. The NPV is
developed assuming end-of-year cash flows and is determined as at 01 January 2012. These NPV values
are not intended to represent and they do not represent the fair market value of the BEK Project.
The NPV values shown in this report are specifically and only for demonstrating the economic
viability of the BEK Project and associated coal Reserves as reviewed and discussed in this report.
It should be noted a separate valuation report is being prepared by a third party, which will specifically
address the fair market value of the BEK Project.
The NPV results are summarized in Table 2.3.

Case
BCFM

TABLE 2.3
BEK PROJECT NPV AS AT 01 JANUARY 2012
(AFTER TAX CASH FLOW, US$ MILLIONS)
Discount Rate (%)
Undiscounted
5.0
10.0
166.0
136.7
114.1

15.0
96.5

Behre Dolbear believes that certain variable factors could have significant effects on the financial
performance of the BEK Project. To determine the effect of these variables, Behre Dolbear prepared
sensitivity analyses by changing the following components of the base case assumptions.
•
•
•
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Of the sensitivity factors reviewed, the cash flow from the mine was most significantly affected by
variations in the coal sales prices. Results of these sensitivity analyses are shown in the body of this
report.
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3.0

QUALIFICATIONS OF BEHRE DOLBEAR ASIA, INC.

Behre Dolbear Group Inc. is an international minerals industry advisory and consulting group that has
operated continuously worldwide since 1911. Currently, the Behre Dolbear Group has offices in Beijing,
Chicago, Denver, Guadalajara, Hong Kong, London, New York, Santiago, Sydney, Toronto, Ulaanbaatar,
and Vancouver.
Behre Dolbear Asia, Inc. (Behre Dolbear), a wholly owned subsidiary of the Behre Dolbear Group Inc.,
was established in 2004 to manage Behre Dolbear projects in Indonesia, China, and other Asian countries.
Behre Dolbear’s project teams typically consist of senior-level professionals from Behre Dolbear’s Hong
Kong office, Denver office in the United States, Sydney office in Australia, Beijing office in China, and
other worldwide offices. Since its establishment, Behre Dolbear Asia has conducted over 20 technical
studies for mining projects in Indonesia or projects to be acquired by listed companies.
The firm specializes in performing mineral industry studies for mining companies, financial institutions,
and natural resource firms including mineral resource/ore reserve compilations and audits, mineral
property evaluations and valuations, due diligence studies and independent expert reviews for acquisition
and financing purposes, project feasibility studies, assistance in negotiating mineral agreements, and
market analyses. The firm works with a broad spectrum of commodities including base and precious
metals, coal, ferrous metals, and industrial minerals on a worldwide basis. Behre Dolbear has acted on
behalf of numerous international banks, financial institutions, and mining clients and is well regarded
worldwide as an independent expert engineering consultant in the minerals industry. Behre Dolbear has
prepared numerous independent technical reports for mining projects worldwide to support various types
of financings and to support securities exchange filings of mining companies in Singapore, Hong Kong,
the United States, Canada, Australia, the United Kingdom, and other countries.
Behre Dolbear’s associates and consultants have occupied positions as senior corporate managers in
commercially successful companies and are thus well experienced from an operational viewpoint as well
as being independent expert consultants. The professionals assigned to this ITR were specifically chosen
for their knowledge of the coal industry and the various coal-related disciplines that are the subject of this
report. All of the technical review team members have experience working in Indonesia.
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4.0

MINING PERMITS AND LICENSES

The following history of Concession control and BEK establishment is as reported to Behre Dolbear by
the Company. Behre Dolbear has not independently confirmed all of the following information, but it has
discussed, reviewed and placed reliance on certain relevant documents and reports with the Company’s
independent legal counsel whom we understand has more than five years of experience in the relevant
legal fields associated with mining industries. Behre Dolbear believes that the information presented
below is substantially and reasonably accurate.
4.1

MINING CONCESSIONS

Geo Energy Group (Geo), through PT. Sumber Bara Jaya, has acquired the BEK Concession and is the
ultimate and rightful Concession holder of the claims described in this report through BEK. BEK was
incorporated in March 2008. BEK reports that the mining taxes have been paid, their legal status is in
force and free of any liens or encumbrances, and therefore, BEK is considered to be in good legal
standing. The area encompassed in the mining permit was previously owned by the two shareholders,
Mr. Edy Gunawan and Mr. Laurensius, and now is the legal property of Geo Energy Group.
4.2

LEGAL RIGHTS

BEK was established under the Deed of Establishment No. 18 dated 17 September 2007, made before a
Notary in Samarinda, East Kalimantan, Indonesia, which was approved by the Ministry of Law and
Human Rights under its Decree No. AHU-10520.AH.01.01.Tahun 2008 dated 3 March 2008.
The founders and shareholders of BEK were Mr. Edy Gunawan, private owner who resides in Kutai Barat
Regent, and held 80% of the shares and Mr. Laurensius, private owner, who also resides in Kutai Barat
Regent and held 20% of the shares.
With Compliance to the Law No. 04 Year 2009 concerning Mineral and Coal Mining, BEK obtained
adjustment of the Concession rights from Mining Rights to Exploration (Mining License for Exploration).
Furthermore, on 9 April 2011, BEK upgraded its license to Ijin Usaha Pertambangan (IUP) Operasi
Produksi (Mining License for Operation and Production) from the Regent of Kutai Barat under its Decree
No. 545/K.287a/2011 (Table 4.1), located in Tering and Long Iram districts, under the Regency of Kutai
Barat, in the Province of East Kalimantan, covering a total area of 4,570 hectares.
On 9 May 2011, Mr. Edy Gunawan and Mr. Laurensius transferred all shares of BEK to PT. Sumber Bara
Jaya and Mr. Richard Kennedy Melati. The transfer of shares was concluded in Deed of Shareholders
Resolutions No. 55, Deed of Shares Sale and Purchase No. 56, 57, and 58. All deeds were transferred
before Humberg Lie, SH, SE, MKn, Notary in Jakarta. The Ministry of Law and Human Rights has been
notified of the transfer of shares as evidenced by Notification Receipt No. AHU-AH.01.10-16439 dated
30 May 2011. Based upon the transfer of shares, BEK’s shares are under the following two shareholders:
PT. Sumber Bara Jaya, who holds 99.98% shares and Mr. Richard Kennedy Melati, who holds 0.02 %
shares.
4.3

CONCESSION OBLIGATIONS

The obligations with which holders of these mining concessions must comply in order to maintain their
concessions in full force and effective, pursuant to the Indonesia mining legislation and the
Environmental Law are as follows:
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1)

During the mining period, the concession owner is obliged to:
•
apply good technical mining principles,
•
add value to the mineral resources,
•
assist with local community development,
•
protect the environment, and
•
implement all applicable environmental standards by proper management of
mining residuals from the mining business activities, whether in the form of
solid, liquid, or gas, and to comply with prevailing environmental standards
before releasing mining residual into the environment.

2)

The concession owner must preserve the availability and quality of local water resources,
in this case the Mahakam River.

3)

A BEK employee, approved by the government, will submit quarterly environmental
reports, which will be reviewed by the Environmental Controlling Surface Board of
Kalimantan in Samarinda.

4)

The concession owner must provide reclamation and post-mining guarantee funds. The
government authority may appoint a third party to carry out reclamation activities using
these guaranteed funds. This, however, will apply only if the concession owner does not
carry out the necessary reclamations and post-mining activities. (Note: Reclamation and
post-mining activities must be conducted in accordance with the land utilization
agreement between the concession owner and the landowners.)

5)

Within six months, the concession owner must report the boundaries of the IUP
operational production location to the Kutai Barat regent when implementation starts and
comply with Law Number 23/1997 and the other mandatory laws.

6)

The concession owner must Pay Royalties based on the calorific value of coal, i.e., coal
with <5.1 kcal/kg will pay 5% for the selling price as royalty fee.

With respect to Obligation 1, mine management has approved mine design plans, which will guide the
mining activities. Obligation 2 will have to be fulfilled during the course of mining since the Mahakam
River is very close to the mine and will be used for transporting coal. Obligation 3 will have to be
accomplished in the first months of production. With respect to Obligation 4, BEK mine management has
been scheduled to present its mining plan to the forestry and lands department, at which time the
reclamation funds will be decided. Reclamation funds are based primarily on 1 hectare. Currently,
1 hectare requires funds equal to US$10,000. Obligations 5 and 6 are based on the environmental and
mining laws of Indonesia.
Apart from the above-mentioned obligations, the IUP operation and production holder must fulfill all
requirements set in the mining and environmental laws of Indonesia.
4.4

ENVIRONMENTAL LIABILITIES

Mine workings in the subject BEK Concession areas have been limited historically to small pits and
exploration drilling with very small environmental effects. Exploration and drill pad construction was
carried out by Energytama and previous holdings owners.
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Exploration activities in Indonesia are regulated and governed, from the environmental and mining point
of view, by the IUP exploration permit. That permit refers to the requirements and environmental
procedures that mining exploration programs must follow, the maximum amount of surface to be
disturbed, compensation due to exploration, reporting on exploration, feasibility studies, map report for
the entire IUP area, post-exploration activities, and specific operation limitations.
Regulations require the development of an Environmental Impact Assessment Statement/Report
(ANDAL). The report is submitted for approval to the authorities and activities must abide by the
regulations of the ANDAL. In preparation for environmental permitting of the proposed operation, BEK
completed all baseline studies. BEK’s Environmental Impact Assessments/Studies (EIA/ANDAL) were
prepared by CV Ivan Sakti General Consultants and Contractors and approved by the Head of
Environmental Agent as Chairman of ANDAL Commission on 2 September 2010. Behre Dolbear was
assured that Energytama’s exploration campaigns have been carried out with the proper environmental
permitting requirements. Behre Dolbear believes that there are no environmental liabilities derived from
exploration activities that might affect follow-up operations in this area. Nevertheless, existing trenches,
future mine working areas, jetty site, and other exploration activities and works will have to be included
in the reclamation plan to be submitted to the authorities for approval.
4.5

PERMIT STATUS

The Indonesian government has centralized permitting procedures dependent upon the concession
location. The permits for the BEK Concession are issued in Sendawar, which is the regency capital of
Kutai Barat, East Kalimantan. The permitting process to take an area through the exploration phase to a
production/trade site normally requires from five to seven years. First, the prospective entity finds the
potential coal field, and then registers the area with the local authority, and mapping is completed (after
publication in the government gazette). Thereafter, the concession owner submits a letter for IUP
exploration after paying committee fees and a depository for exploration activity of US$100,000. Then an
Environmental Impact Assessment Study (ANDAL) is completed. Upon approval of the ANDAL report,
the Exploration Permit (IUP Exploration) is upgraded to IUP Operation and Production, which the BEK
Concession currently holds. This permit allows the concession owner (Holder of a Trading Business
license) to carry out various mining activities, such as development (project development), mining,
processing, refining, transportation, and sales activities. At the time of Behre Dolbear’s site visit, BEK
was awaiting the issuance of a permit to allow for clearing of the first mine pit and the jetty site. Table 4.1
summarizes the permits currently held by BEK. Jetty construction permits still need to be approved by the
Ministry of transportation in Jakarta before any jetty operation can start.
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Mine
Concession

PT. Bumi
Enggang
Khatulistiwa
(BEK)

TABLE 4.1
PERMITS FOR BEK PROJECT MINING RIGHTS
Number – Date of
License Conditions
Permit Type
Issue/Approval
Valid for 5 years, holder of IUP
Exploration was permitted to do
exploration activities and feasibility
Mining License for
study in the exploration area listed
Exploration (IUP
545/k.379.c/2010
in the mining area (WIUP)
Exploration)
4,500 hectares for the period of
5 years, starting from 8 January
2010 until 8 January 2015.
The holder of IUP Operational
Production has been permitted to do
construction activities, production,
Mining License for
hauling and selling, processing and
Operational and
545/k.287a/2011
refinery in WIUP for period of
Production (IUP
20 years, starting from 4 April 2011
Operational
until 4 April 2031, extendable
Production)
thereafter upon compliance with the
prevailing laws and regulations.
Approved on the environmental
Feasibility of ANDAL in relation to
coal mining activities under PT.
BEK at Sub-District of Kampung
Muara Leban, Long Iram Seberang,
Approval for the
660.5/011/AMDAL
Long Iram Bayan, District of Long
Environmental
/BLHIram and Kampung Muara Mujan,
Assessment Study
KBR/IX/2010
Kutai Barat Regency, East
(ANDAL)
Kalimantan Province, with consent
to update the environmental
feasibility studies upon expansion
or relocation.
Clearing to be done based on the
522.11/1241/DKportion of land after depositing
Clearing Permit (IPK)
11/2011
reclamation bonds.
Permitted to carry out mining
Business Trading
503/263/EKObusiness and services related to coal
License
TU.P/IV/2008
and other mineral services
renewable every 5 years.

Note: Permission for equipment landing and transportation has been granted.

4.6

SURFACE RIGHTS

Figure 4.1 shows the surface land status at the BEK Concession with the location of 14 different plots
totaling 4,570 hectares, of which some have been purchased, primarily on Lots 7 to 14. Negotiations are
ongoing with the landowners of the areas on Lots 1 to 6. Currently planned and approved mining is
concentrated on the already purchased Lots 7 to 14. Total land required for mining activity, support, and
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the jetty in the next 6 years is 788 hectares. However, exploration has been conducted on a total area of
2,100 hectares.

Figure 4.1.

Map showing the BEK Concession controlled surface

Surface rights have been purchased from original inhabitants who have lived on the land for over 20 years
and hold possessor’s rights with/without any written title. The Indonesian Mining and Environmental
Laws describing the application of a temporary occupation of the land by a mining company are clear
about compensation, mining, and post-mining obligations. According to Energytama, all provisions of the
Temporary Occupation have been met. The previous owners are satisfied with the compensations and
negotiations for acquiring extra land are on-going. BEK management informed Behre Dolbear that there
have been no hearings of the Project Affected Parties opposing the BEK Project. Behre Dolbear did not
conduct an independent review of surface properties ownership, but it did discuss, review and place
reliance on the relevant legal documents and reports, including a copy of surface rights and compensation
paid, with the Company’s independent legal counsel, whom we understand has more than five years of
experience in the relevant legal fields associated with mining industries, and believes that the information
related thereof is substantially and reasonably accurate.
According to BEK administration, the total land required for mining during the life of mine is
788 hectares. As of December 2011, BEK has acquired a total of ±688 hectares with a total compensation
of Rp33,999,270,600 (approximately US$3,760,000 in January 2012 US$).
4.7

POTENTIAL LIMITATIONS

At the time of this review, there were no foreseeable limitations that could hinder the future legal and
permitting status of the BEK Project. However, the current proposed mining period is a somewhat
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troubling matter to the authorizing agencies unless exploration works are expanded within the area and
extends its mining operations at this site. Such a short mining period is usually opposed in developed
countries due to the long-term aftermath of the environmental degradation of the affected mining area.
4.8

OCCUPATIONAL HEALTH AND SAFETY

BEK is required to submit a quarterly report to the government covering operations and production
activities. The report is to include which heavy equipment is being used, the progress of the clearing
process at the mine, status of run-of-mine stockpiles, and workers’ training. Mine management will also
submit a report of environmental monitoring to UKL (Usaha Kelola Lingkungan) and UPL (Usaha
Pemantauan Lingkungan) Environmental Management, which describes all activities of monitoring and
management of the environment.
BEK also will submit a quarterly K3 report (Keselamatan dan Kesehatan Kerja), which is a report on
safety and health of the working place. This report will cover risk management where risks will be
identified and describe measures to mitigate them. The importance of safety and health of the workers
will also be reported. All safety inspections and findings will be reported. Incident and Accident
Inspections, where the type of accidents and causes of accidents will be outlined, as well as measures to
be taken to avoid future happenings.
BEK has set up a structure wherein each Company safety inspector will report to his immediate leader
who reports to the Health, Safety, and Environment Manager. This manager reports to the General Mine
Director.
The mine management has also established an emergency response team consisting of a health crew,
which together with paramedics, will provide first aid assistance and medical reports. A safety crew will
be responsible for checking and controlling the area before equipment operates, making attendance
reports, and assuring that proper, approved permits are on hand.
Behre Dolbear was informed that the safety supervisors would report to the safety superintendent who is
responsible for workers’ training on safety guidelines. The safety superintendent will also conduct daily
visits to the mine site and shall advise/assist supervisors in maintaining good housekeeping, safety
practices, and emergency services. BEK has set up an Emergency Response Plan to support the Project.
This plan includes a Centralized Emergency Notification and Communication System, which will be
controlled by the Emergency Command Centre Office in Samarinda, commanded by the General
Manager of Operation and the Director. There will also be an emergency team comprised of the Mine
Manager, Technical Mine Manager, Health and Safety Manager, and a paramedic team. A health center
and a clinic are available within a kilometer of the property and could be reached within 20 to 30 minutes
from any location within the mine area. Outside support from Sendawar will be available within an hour.

Project 11-365

20

G-27

BEHRE DOLBEAR

APPENDIX G
INDEPENDENT TECHNICAL REVIEW OF THE BUMI ENGGANG KHATULISTIWA
COAL MINE PROJECT IN EAST KALIMANTAN PROVINCE, INDONESIA
Independent Technical Review of the Bumi Enggang Coal Mine Properties
March 2012

5.0
5.1

BEK PROJECT DESCRIPTION

GENERAL LOCATION, INFRASTRUCTURE, AND ACCESS

The BEK Concession is located in Mujan and Kelubaq area, Tering and Long Iram District near the town
of Sendawar in Kutai Barat Regency, East Kalimantan Province of Indonesia. It is approximately 360 km
west of the Provincial Capital of Samarinda. Access to the site is very convenient through a paved road
from Sendawar, the regency capital. The BEK Project is also accessed by the Mahakam River. Sendawar
has good infrastructure with approximately 50,000 inhabitants according to a 2008 census. Adequate
communications and services are available. The total population of the villages inside the Concession
boundaries is approximately 3,560. The location of the BEK Concession is shown in Figure 2.1.
The population of Tering and Long Iram District is approximately 70% indigenous Dayak. There is little
industry in the district other than two small open pit coal mines, which were in operation at the time of the
Behre Dolbear visit. The local economy is very dependent upon the coal industry. Behre Dolbear was told
that approximately 70% of local employment is coal related. Besides the coal industry, the local economy
is based upon forestry products, shifting cultivation and small rubber estates.
Transportation infrastructure on the area is locally well developed with over 30 km of paved highway.
Transportation out of the local area is poorly developed. The main transportation artery is the Mahakam
River, which is navigable from Samarinda approximately 430 km down river. There is a paved highway
from Samarinda, which takes 8 to 10 hours to traverse.
5.2

CLIMATE, PHYSIOLOGY, AND ENVIRONMENT

The BEK Project is within 1 km of the Mahakam River and near the midpoint of the navigable portion of
the river. The climate is classified as tropical humid with no clear distinction between the dry season and
the rainy season. The average annual rainfall is approximately 3,000 millimeters (mm). Temperatures
range between 29°C and 34°C throughout the year.
The major morphologic condition over the mining area is described as undulating hills. Elevation above
sea level ranges from 55 m at the river level to approximately 250 m toward the western boundary of the
Concession.
The surrounding area comprises dense tropical forest and small rubber plantations, with the hills being
toward the south of the Concession and in the mining area and swamp covering the northern half of the
Concession. There are no reported endangered species and there are no government-protected areas.
5.3

PROPERTY HISTORY

BEK was established in September 2007. BEK obtained a Mining Right to General Investigation in
December 2007 and further obtained the Mining Right to Exploration in January 2009. Exploration
drilling was initiated in June 2010 with further drilling during the summer of 2011. BEK obtained the
Mining License for Operational Production in April 2011. At the time of Behre Dolbear’s visit, BEK was
in the process of notifying the police institution to move heavy equipment up the river to start clearing of
the planned mining areas.
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5.4

MINING PLAN

The general mining section is applicable for all four pits. The individual pit plans are discussed in
subsequent sections of this report, including aspects where they may differ. An open cut mining method
utilizing benching is used to develop all of the pits.
Initially, topsoil is stripped prior to mining and stockpiled for later use in the reclamation process. Dozers,
hydraulic excavators, end dump trucks, and articulated trucks will be used for this process. As the mine
develops and reclaimed surface becomes available, the topsoil will be hauled directly to the reclaimed
surface. A total depth of 1 meter of topsoil is removed and replaced.
Overburden will be removed by hydraulic excavators, dump trucks, and articulated trucks developing a
series of flat benches until the first coal seam is reached. Due to the soft conditions of the overburden, no
blasting with explosives is anticipated; however, the material is very abrasive and this could affect the life
of undercarriages and the ground engaging tools.
The size of currently-planned equipment limits the bench heights to 6 m; however, this height could be
increased with larger excavators. If multiple recoverable coal seams exist, after the upper coal seam is
uncovered and mined, the interburden material will be removed in a manner similar to the overburden.
Overburden and interburden material will be hauled to waste stockpiles located near the initial mining
activities. After all recoverable coal has been removed, this material will then be hauled back directly into
the mined out pit. The backfilling of the pit will continue until the planned reclaimed surface elevation is
reached. At this time, the topsoil can be replaced, planted, and reclamation activities concluded.
Hydraulic excavators will be used to load the coal into over-the-highway type trucks. Similar to the
overburden, no blasting is anticipated.
The coal trucks will haul the coal 5.6 km to the river jetty loadout area. Roads are designed with an
average grade of 1.0% and a maximum grade of 12%. Gravel is used to provide traction on the roads
during wet conditions.
At the loadout area, the coal will be dumped directly into a 500 tonne per hour (tph) crusher, which
reduces the run-of-mine coal to a minus 5 centimeter (cm) size prior to stockpiling. The coal will be
reclaimed from the stockpile and then loaded out at a 1,000 tph rate onto river barges, each with
5,000 tonne capacity, for transportation down the Mahakam River. Table 5.1 shows the planned annual
mining volumes by pit, along with the strip ratio.
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TABLE 5.1
BEK PROJECT
PLANNED ANNUAL MINING TONNAGES BY PIT WITH STRIP RATIO
Year
2012
2013
2014
2015
2016

2017

Coal
Pit A
Pit B
Pit C
Pit D

0.700
-

2.400
-

2.400
-

2.000
0.700
-

1.500
0.874
0.326
-

0.830
0.049
0.721

Total

0.700

2.400

2.400

2.700

2.700

1.600

Overburden
Pit A
Pit B
Pit C
Pit D

4.550
-

15.600
-

15.600
-

13.000
4.550
-

9.750
5.488
2.312
-

6.673
3.782
3.195

Total

4.550

15.600

15.600

17.550

17.550

13.650

Strip Ratio

6.5

6.5

6.5

6.5

6.5

8.5

The Company plans to use smaller size, modern surface mining equipment for material movement.
Table 5.2 shows the main equipment for mining operations. In addition to this equipment, miscellaneous
support equipment is included in the capital estimate.

Year
Production (million tonnes)
Equipment (each)
CAT 330 Excavator
CAT 336 Excavator
Hino Truck

TABLE 5.2
BEK PROJECT
COAL MINING EQUIPMENT
2012
2013
2014
0.7
2.4
2.4

1
4

3
10

3
10

2015
2.7

2016
2.7

4
12

4
12

2017
1.6

3
9

Table 5.3 shows the main equipment for overburden removal. In addition to this equipment,
miscellaneous support equipment is included in the capital estimate.
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TABLE 5.3
BEK PROJECT OVERBURDEN REMOVAL EQUIPMENT
Year
2012
2013
2014
2015
2016
4.55
15.60
15.60
17.55
17.55
Production (million bcm)

2017
13.65

Equipment (each)
CAT 320 Excavator
CAT 330 Excavator
CAT 345 Excavator
DT-Nissan Truck
Volvo A40 Truck
D7-G Bulldozer
D9-R Bulldozer
CAT 120H Grader

2
10
35
10
7
2
3

5.4.1

1
4
16
3
1

2
5
8
38
9
7
1
3

2
5
8
38
9
7
1
3

2
13
43
10
8
1
3

2
13
43
10
8
1
3

Mining – Pit A

Pit A will produce 82% of the coal during the currently forecasted mine life. Mining occurs in this pit
during all six years of mine life. Initial operations will begin in the northwest portion of the pit.
Excavation will begin at the coal outcrop and quickly uncover the G Seam. Mining will continue in the
G Seam down dip toward the south and east until the economic strip ratio (currently assumed to be 6.5:1)
is reached. The pit will then be turned and proceed cross dip to the northeast. By the end of the second
year, the working face will span the majority of the lease width, giving the mine operations plenty of
working room.
Waste material will be hauled to external waste dump #2 (Figure 2.2). During Year 3, sufficient room is
available in the mined out pit to begin the direct haul of the waste material back into the pit, allowing
reclaim surface to be created.
The effect of this mine plan is that an equalized strip ratio is achieved. The advantages of this plan are
that it is simple to implement and that similar capital will be used throughout the mine life. The
disadvantages are more costly mining of higher strip ratio coal sooner than necessary and neutralization
(covering) of coal resources that might be economic in the future.
5.4.2

Mining – Pit B

This is the second largest pit in the BEK Project, producing 16% of the life-of-mine (LOM) coal. Mining
occurs in this pit during the last three years. Initially, operations will begin in the northwest portion of the
pit. Excavation will begin at the coal outcrop and uncover the B, C, D and F coal seams. Waste material
will be hauled to external waste dump #3 and #4 (Figure 2.2). Mining will continue toward the south and
east until the economic strip ratio (currently assumed at 6.5:1) is reached. The pit will then be turned and
proceed to the east.
During Year 5, sufficient room is available in the mined out pit to direct haul the waste material back into
the pit, allowing additional reclaim surface to be created. The effect of this mine plan is that an equalized
strip ratio is achieved, similar to Pit A.
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5.4.3

Mining – Pits C and D

These are the remaining pits in the BEK Project, producing only 2% of the coal volume. Mining occurs in
these pits during the last two years. These pits will mine small hilltop deposits. The mining method is the
same as for Pits A and B. Waste material will be hauled to external waste dumps #1 and #5.
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6.0
6.1

REGIONAL GEOLOGY

6.1.1

Stratigraphy

GEOLOGY

The BEK Concession and coal deposit is located in the northeast portion of the Kutai Basin in Eastern
Kalimantan (Figure 6.1). The Kutai Basin is one of the coal-bearing basins that formed as a result of
rifting due to Eocene extension (Friederich, et al., 1999). Deposition in these basins probably began in the
middle Eocene. According to Friederich (1999), the deposition in these basins followed a similar
sequence. The initial deposition consisted of freshwater, mainly fluviatile, alluvial fan, and shallow
lacustrine sediments. In Southeast Kalimantan, these are overlain by laterally continuous coal seams
deposited in a coastal plain environment.

Figure 6.1.
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The area of the BEK Concession is represented by two geologic maps at a scale of 1:250,000 that were
published by the Geological Research and Development Centre in 1994 and 1995. These maps provide
different interpretations of the stratigraphy of the area. The map of the Long Iram quadrangle, which
covers most of the Concession, indicates that the property is underlain by the Pamaluan Formation of Late
Oligocene-Early Miocene age. The northern part of the BEK Concession is covered by the map of the
Muraanclong quadrangle, which identifies the formation underlying the property as the Eocene Haloq
Formation. Resolving this discrepancy is beyond the scope of this report. The Pamaluan Formation is
described as: “Sandstone with intercalations of claystone, shale, marl, siltstone tuff, coal, iron oxide, and
lenses of limestone” (Suwarna and Apandi, 1994). The Haloq Formation is described as “Sandstone;
minor conglomerate (at base) and mudstone; rare limestone and coal” (Atmawinata, et al., 1995). Either
description fits the lithologies reported in the drilling on the BEK Concession, so whether the coal within
the BEK Concession is within the Pamaluan or Haloq Formations will not affect any resource and reserve
estimate for the BEK Project. The stratigraphic section for the Longiram quadrangle, which covers most
of the property, is shown on Figure 6.2.

Figure 6.2.

Stratigraphy of the BEK Concession
(From Suwana and Apandi, 1994)
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6.1.2

Tectonic Setting

The geologic structure of the area is characterized by folds and minor faulting. The geologic map of the
Longiram quadrangle suggests that the BEK Concession contains northwest-southeast trending anticlines,
which are offset by a strike-slip fault in the north-central part of the property. The faulting is believed to
have occurred post-Miocene at the time of the last regional uplift that affected the entire Kutai Basin
(Suwarna and Apandi (1994).
6.2

LOCAL GEOLOGY

6.2.1

Exploration

The BEK Concession, as shown on Figure 6.3, contains an area of 4,570 hectares. An extensive
exploration program was conducted in 2011 within the BEK Concession to establish the existence of the
coal deposits and provide a basis for mine planning and estimating reserves. According to records
provided by the Company, 276 drill holes were completed, comprising 226 rotary holes and 50 core holes
(Figure 6.3). Two hundred seventy-one of these drill holes were used in the evaluation of the BEK
Concession and were surveyed using differential GPS and Total Station (TS). Geophysical logs (gamma,
density, and caliper) were obtained for all but three of the rotary holes and for all of the core holes. The
three holes that were not logged collapsed before they could be logged. The initial drilling spacing was on
an 800 m × 400 m grid followed by infill drilling to give a spacing of 400 m × 400 m. In the potential
mining areas, the spacing was reduced to 200 m × 200 m, and in some areas the spacing was reduced to
100 m × 100 m. Drill hole cuttings from the rotary drilling were described by a geologist in the field, and
the lithologic descriptions were reconciled using the geophysical logs. The cuttings and core for each drill
hole were photographed and retained as part of the drill hole records. As part of the independent review of
the exploration effort, Behre Dolbear reviewed the protocols used in the field and a sampling of the
reconciled lithologic descriptions was checked for consistency. During Behre Dolbear’s review, a few
minor discrepancies were noted, but those deficiencies should not significantly affect the geologic model
and resource/reserve estimates based on the data. The 50 core holes drilled for quality purposes were each
adjacent to a previously completed rotary hole. Coal cores were described, photographed, and doublewrapped to help preserve the moisture content. Overall, the protocols used for the exploration program
were judged by Behre Dolbear to be adequate to support the mine planning.
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Figure 6.3.

Project 11-365

Drill hole locations – BEK Concession
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6.2.2

Stratigraphy

Drilling within the BEK Concession has identified as many as seven coal seams, which have been
designated from oldest to youngest as A, B, C, D, F, G, and H. The A Seam is the deepest and the H
Seam is closest to the surface. Whether the coal measures occur in the Eocene Haloq Formation or the
younger Oligocene-Early Miocene Pamaluan Formation, the strata encountered during drilling represent
an active fluvial depositional environment with sandstone, siltstone, mudstone, claystone, and coal beds
throughout the section. The active depositional environment is demonstrated by the partings and splitting
of the coal beds near the fluvial channels. This is demonstrated in the cross section across the proposed
mining area shown in Figure 6.4. As is shown on the cross section, the coal bed designated as the G Seam
is laterally persistent and appears to have the greatest potential for development.

Figure 6.4.
6.2.3

BEK property cross section G Seam mine area southwest-northeast

Geological Structures

The geological structure of the BEK Concession appears to be relatively simple with the strata dipping 2°
to 5° to the southeast. Except for a strike-slip fault near the north-central part of the BEK Concession, no
major faults have been reported in the area. However, the structure map based on drilling in the proposed
mining area suggests the possibility of some minor faulting.
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6.3

COAL DEPOSIT

6.3.1

Economic Coal Seams

The G Seam is the uppermost coal seam within the project area that appears to have development
potential. The G Seam occurs throughout the eastern portion of the exploration area and ranges in
thickness between 0.15 m and 4.1 m with an average thickness of approximately 2.5 m. As is shown on
the thickness isopach map of the G Seam within the proposed mining area (Figure 6.5), the G Seam
outcrops in the middle of the BEK Concession and reaches the maximum thickness of over 4 m along the
eastern edge of the proposed mining area. The G Seam appears to thin to the north and southwest.
Figure 6.6 shows the structure of the G Seam in the proposed mining area with the strata dipping to the
southeast. As is shown on the overburden map of the G Seam (Figure 6.7), overburden ranges from nil at
the outcrop to 30 m at the proposed mining limits. The overburden map also shows topographic ridges to
the north and southeast where the overburden increases significantly.
In the western portion of the deposit, Energytama has identified the development potential of seams D, C,
and B. This area is west of the outcrop of the G Seam and these are closer to the surface than in the
eastern portion of the property.
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Figure 6.5.
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BEK Concession – G Seam thickness isopach, initial mine area
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Figure 6.6.
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BEK Concession – G Seam structure, initial mine area
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Figure 6.7.

BEK Concession – G Seam overburden isopach, initial mine area

The coal seams identified by drilling within the BEK Concession are summarized in Table 6.1.
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Seam
H
G
F
D
C
B
A

TABLE 6.1
BEK CONCESSION
COAL SEAM SUMMARY
Splits
Average Interburden
Upper Lower
(meters)
H2 H1
8
G2 G1
6
17
D2 D1
11
C2 C1
11
B2 B1
20
A2 A1

The Company has summarized the thickness of the individual beds and splits as follows in Table 6.2.

Seam
H2
H
H1
G2
G
G1
F
D2
D
D1
C2
C
C1
B2
B
B1
A2
A
A1

TABLE 6.2
BEK CONCESSION
SEAM THICKNESS SUMMARY
Number of
Average
Minimum
Intercepts
Thickness
Thickness
3
0.37
0.23
9
0.93
0.29
7
0.40
0.28
33
0.64
0.13
127
2.47
0.15
33
2.79
0.26
46
0.48
0.20
2
0.89
0.47
16
1.02
0.41
2
0.27
0.18
17
1.25
0.25
57
0.96
0.24
17
0.39
0.11
40
0.60
0.23
24
1.07
0.30
40
1.04
0.28
1
0.32
0.32
7
0.56
0.28
1
0.32
0.32

Maximum
Thickness
0.48
2.00
0.50
2.92
4.09
4.12
1.24
1.30
2.27
0.35
2.57
3.17
1.54
1.14
2.40
3.55
0.32
1.01
0.32

Based on this summary, it appears that the coal seams with sufficient areal extent and thickness to warrant
potential development are the B, C, and G Seams and associated splits. Except for the E Seam, which is
not discussed here because it appears to be commercially unattractive, the other seams in the above series
also hold potential to be viewed as resources, so they are discussed in subsequent sections of this ITR.
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6.3.2

Coal Quality

The coal quality for the coal seams within the BEK Concession was summarized by the Company, as
shown in Table 6.3.
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10

11

B2

B1

W. AVG

10

C

2

D

4

1

F

C2

3

G1

1

33

G

D1

1

Number of
Samples

G2

Seam

42.02

41.94

41.86

42.12

41.69

40.40

41.85

36.11

42.32

44.23

35.53

Total
Moisture %
(ar)

31.66

30.75

28.33

31.74

32.33

24.40

31.20

24.80

28.76

32.62

16.20

Inherent
Moisture %
(adb)

7.36

10.00

12.53

10.37

7.78

6.10

6.73

23.40

5.25

5.65

31.80

Ash %
(adb)

34.23

34.65

35.63

31.12

35.73

41.00

35.37

29.90

36.16

34.20

30.40

VM %
(adb)

26.75

24.61

23.39

26.78

24.16

28.50

26.69

21.90

29.83

27.52

21.60

FC %
(adb)

0.23

0.20

0.26

0.23

0.24

0.17

0.21

0.32

0.21

0.23

0.49

Total Sulfur %
(adb)

TABLE 6.3
BEK CONCESSION COAL QUALITY SUMMARY – BASED UPON DRILL CORE ANALYSES
(EXCLUDING “ROOF COAL” AND “FLOOR COAL”)

3,470

3,311

3,199

3,241

3,471

3,878

3,498

2,919

3,559

3,565

2,464

Heating Value
kcal/kg (ar)
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7.0

COAL RESOURCES AND RESERVES

Energytama conducted the coal resource and reserve estimations and the mine designs for the BEK
Concession in East Kalimantan Province, Indonesia. Behre Dolbear has reviewed in detail the coal
resource and reserve reports prepared by Energytama including the digital maps and the original data
points used for the coal resource estimation. Behre Dolbear has selectively checked the accuracy of the
calculations and has found that the procedures and parameters used for the coal resource estimation are
appropriate and the calculations are correct. In addition, Behre Dolbear professionals visited and
inspected the BEK Concession, reviewed in the resource and reserve report and reviewed the geology of
the coal deposits in the field. Behre Dolbear’s field observations generally support Energytama’s coal
resource estimations. It should be noted that Behre Dolbear has only conducted a partial review of the
original data used for the coal resource estimation and has relied upon the accuracy of the original data
used and supplied by Energytama.
7.1

GEOLOGICAL DATABASE FOR RESOURCE ESTIMATION

The database used for the coal resource estimation work includes 276 drill holes, of which 226 are rotary
holes and 50 are core holes. Information for these holes was combined with topography, deposit geology,
geological mapping, and electrical logging by Energytama to correlate seams and geologic interpretation.
The computer estimates for coal quality used the quality analysis data from 47 of the 50 core holes. The
rotary holes were used to supplement the core holes for geologic modeling including seam correlation,
geologic definition and coal seam thickness. Included in the electronic database used for resource
quantity and quality estimation are coal seam designations, coal seam thickness, moisture, proximate
analysis, bulk density, ash analysis and ultimate analysis data.
Logging of the holes was completed by PT Recsalog Geoprima and the coal analysis was completed by
PT Geoservices, Ltd (a company not related to Energytama or Geo Energy) laboratory using ISO
standard methods. Behre Dolbear spot checked the electronic database against the signed “Report of
Analysis” and did not find any entry errors.
7.2

COAL-BEARING STRATA

Based on the summary in Table 6.2, it appears that the coal seams with sufficient areal extent and
thickness to warrant potential development are the B, C, and G seams and associated splits. Except for the
E Seam, which is not discussed here because it appears to be commercially unattractive, the other seams
in the above series also hold potential to be viewed as resources, so they are discussed here and various
sections of ITR.
The coal seams of the BEK Concession used for resource estimation are labeled alphabetically from
bottom up in the formation. Major splits are labeled with a number where “2” is a top split and “1” is a
bottom split. The coal seams used for resource estimation on the BEK Concession and their average
thicknesses are listed in Table 7.1. Resources have been estimated for all of the coal seams and splits
listed in Table 7.1 except for splits D1 and D2. The current drilling data did not have sufficient
information or definition to allow estimation of a coal resource.
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Seam
H2
H
H1
G2
G
G1
F
D2
D
D1
C2
C
C1
B2
B
B1
A2
A
A1
7.3

TABLE 7.1
THICKNESS OF MAJOR COAL SEAMS AND SPLITS ON THE BEK CONCESSION
Number of
Thickness (m)
Data Points
Average
Minimum
Maximum
3
0.37
0.23
0.48
9
0.93
0.29
2.00
3
0.40
0.28
0.50
33
0.64
0.13
2.92
127
2.47
0.15
4.09
33
2.79
0.26
4.12
46
0.48
0.20
1.24
2
0.89
0.47
1.30
16
1.02
0.41
2.27
2
0.27
0.18
0.35
17
1.25
0.25
2.57
57
0.96
0.24
3.17
17
0.39
0.11
1.54
40
0.60
0.23
1.14
24
1.07
0.30
2.40
40
1.04
0.28
3.55
1
0.32
0.32
0.32
7
0.56
0.28
1.01
1
0.32
0.32
0.32

COAL RESOURCE/RESERVE CLASSIFICATION UNDER THE AUSTRALASIAN JORC
CODE

The Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves,
prepared by the Joint Ore Reserves Committee of the Australasian Institute of Mining and Metallurgy,
Australian Institute of Geoscientists and Minerals Council of Australia in September 1999 and revised in
December 2004 (JORC Code) is a resource/reserve classification system which has been widely used and
is internationally recognized. It has also been used previously in independent technical reports for coal
resource and coal reserve statements for other public companies reporting to the SGX. The JORC Code is
used by Behre Dolbear to report the coal resources and coal reserves of the BEK Concession in this
report. The definitions of coal resources and coal reserves under the JORC Code are as follows:

A ‘Coal Resource’ is a concentration or occurrence of coal of intrinsic economic interest
in or on the Earth’s crust in such form, quality and quantity that there are reasonable
prospects for eventual economic extraction. The location, quantity, quality, geological
characteristics and continuity of a Coal Resource are known, estimated or interpreted
from specific geological evidence and knowledge. Coal Resources are subdivided, in
order of increasing geological confidence, into Inferred, Indicated and Measured
categories.
An ‘Inferred Coal Resource’ is that part of a Coal Resource for which tonnage, quality
and mineral content can be estimated with a low level of confidence. It is inferred from
geological evidence and assumed but not verified geological and/or quality continuity. It
is based on information gathered through appropriate techniques from locations such as
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outcrops, trenches, pits, workings and drill holes which may be limited or of uncertain
quality and reliability.
An ‘Indicated Coal Resource’ is that part of a Coal Resource for which tonnage,
densities, shape, physical characteristics, quality and mineral content can be estimated
with a reasonable level of confidence. It is based on exploration, sampling and testing
information gathered through appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes. The locations are too widely or inappropriately
spaced to confirm geological and/or quality continuity, but are spaced closely enough for
continuity to be assumed.
A ‘Measured Coal Resource’ is that part of a Coal Resource for which tonnage,
densities, shape, physical characteristics, quality and mineral content can be estimated
with a high level of confidence. It is based on detailed and reliable exploration, sampling
and testing information gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes. The locations are spaced closely
enough to confirm geological and quality continuity.
A ‘Coal Reserve’ is the economically mineable part of a Measured and/or Indicated Coal
Resource. It includes diluting materials and allowances for losses, which may occur
when the material is mined. Appropriate assessments and studies have been carried out
and include consideration of and modification by realistically assumed mining,
metallurgical, economic, marketing, legal, environmental, social and governmental
factors. These assessments demonstrate at the time of reporting that extraction could
reasonably be justified. Coal Reserves are sub-divided in order of increasing confidence
into Probable Coal Reserves and Proved Coal Reserves.
A ‘Probable Coal Reserve’ is the economically mineable part of an Indicated, and in
some circumstances, a Measured Coal Resource. It includes diluting materials and
allowances for losses which may occur when the material is mined. Appropriate
assessments and studies have been carried out and include consideration of and
modification by realistically assumed mining, metallurgical, economic, marketing, legal,
environmental, social and governmental factors. These assessments demonstrate at the
time of reporting that extraction could reasonably be justified.
A ‘Proved Coal Reserve’ is the economically mineable part of a Measured Coal
Resource. It includes diluting materials and allowances for losses which may occur when
the material is mined. Appropriate assessments and studies have been carried out and
include consideration of and modification by realistically assumed mining, metallurgical,
economic, marketing, legal, environmental, social and governmental factors. These
assessments demonstrate at the time of reporting that extraction could reasonably be
justified.
Under the JORC Code, Inferred Coal Resources are those that are too poorly delineated to be transferred
into a reserve category; and therefore, there is no equivalent Reserve category. Behre Dolbear would also
note that Inferred resource estimates have a great amount of uncertainty as to their existence and
economic and legal feasibility. It cannot be assumed that all or any part of an Inferred mineral resource
will ever be upgraded to a higher category. Under JORC rules, estimates of Inferred mineral resources
should not form the basis of feasibility or pre-feasibility studies or economic studies. Investors are
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cautioned not to assume that any or all of the Inferred resources exist or are economically or legally
mineable.
The general relationships between exploration results, coal resources, and coal reserves under the JORC
Code are summarized in Figure 7.1.

Figure 7.1.

General relationships between exploration results, coal resources, and coal reserves
under JORC Code

Generally, coal reserves are quoted as comprising part of the total coal resource body rather than the coal
resources being additional to the coal reserves quoted. The JORC Code allows for either procedure,
provided the system adopted is clearly specified. In this ITR, Behre Dolbear has described the coal
reserve tonnages and then described the tonnages that comprise the additional resources.
7.4

PROCEDURE AND PARAMETERS FOR COAL RESOURCE ESTIMATION

Coal resources for the BEK Concession were estimated using the Mincom (recently acquired by Ventyx,
an ABB Company) MineScape® geologic and mine modeling software. Energytama modeled the deposit
as a series of stacked 3D grid surfaces representing, seam-roof and seam-floor for each of the coal seams
and splits. Then quality parameters were estimated for each of the seams and splits. Procedures and
parameters used for the resource estimation are described below.
•

Database Creation: Energytama generated electronic databases, using spreadsheets, to
enter the drill hole surveys, lithologic logging and data and coal analysis.

•

Topographic Modeling: Surface topography was generated for the model from an
airborne survey of the property using a LiDAR survey (Light Detecting and Ranging).
The AutoCAD® files generated from the LiDAR survey were input into the software and
a surface grid was generated to model the topography
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7.5

•

Creating the “Seam Model”: The drill hole logs and the electrical logs were used to
determine and correlate seams and splits between the drill holes. Based on that work, a
seam code was assigned to the major coal seams and splits seen in the logs and entered
into the spreadsheets. Minor splits were not assigned a code as Energytama believes these
do not to have any economic potential and hence excluded them from their resource
calculations. Rules or “SCHEMA” were then developed for the MineScape ® software to
generate the seam top and bottom surfaces. The extent of the seams is clipped with the
surface topography and/or out crop mapping.

•

Estimating Quality and Density Parameters: Quality and density values were
determined for each of the seams using an Inverse Distance (ID) weighting of the values
from the surrounding drill holes.

•

Determining the Resource Block Boundaries: Resource blocks for different resource
categories were determined by the drilling density. Resource categorization was generally
based on the distance to the nearest drill hole. In general, a measured resource block was
defined by a drilling density of 300 m × 300 m, an indicated block was defined by data
density of 600 m × 600 m and an inferred block was defined by a drilling density of
1,200 m × 1,200 m. Resources along the drilling boundaries were extrapolated at half
those distances to define the resource category. All resources were clipped with the
property boundary.

•

Calculating the Coal and Waste Volume: Volumes were generated with the
MineScape® software where the thickness was determined as the difference between the
top and bottom of the seam. Waste volumes are calculated in a like manner between the
topographic surface and the top of the seam or the interburden values between seams.

•

Calculating the Coal Tonnage: The coal tonnage was calculated by multiplying the
seam volume by the average bulk density as interpolated from the drill holes for each
seam (varying from 1.27 tonnes/m3 to 1.59 tonnes/m3 and averaging 1.30 tonnes/m3).

•

Compiling the Resource Summary Table: The resources are tabulated by seam and by
resource category.

COAL RESOURCE STATEMENT

Based on its review, Behre Dolbear considers the coal resource estimation database, procedures, and
parameters applied by Energytama at the BEK Concession to be reasonable and appropriate. The coal
deposit geology shows reasonably good continuities for the coal. Behre Dolbear believes that the data
density requirements for measured and indicated block definition used for the BEK Concession are
generally adequate for JORC Code resource estimation for similar coal deposits. Behre Dolbear believes
that the measured, indicated, and inferred coal resources estimated by Energytama for the BEK
Concession conform to the equivalent JORC coal resource categories based on the review of the sampling
data, methodology, procedures, and parameters used for the estimation of coal resources.
Based on the techniques applied by Energytama, as described in Section 7.4, the Company determined
that the unmined, in-situ coal resource tonnage estimate for the BEK Concession is approximately
6.0 million tonnes of Measured, 16.1 million tonnes of Indicated and 22.4 million tonnes of Inferred coal
resources. The coal resource estimates, for BEK Concession under the JORC Code as of 31 December
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2011, as reviewed by Behre Dolbear, are summarized in Table 7.2 by seam. Coal Resource estimates in
Table 7.2 are inclusive of the coal reserves.

Seam
H2
H
H1
G2
G
G1
F
D2
D
D1
C2
C
C1
B2
B
B1
A2
A
A1
Total
7.6

TABLE 7.2
IN-SITU JORC COAL RESOURCES FOR THE BEK CONCESSION
(31 DECEMBER 2011)
INCLUSIVE OF COAL RESERVES
Coal Resources (Tonnes)
Measured
Indicated
Inferred
4,000
14,000
7,000
363,000
1,256,000
1,990,000
4,805,000
6,491,000
3,887,000
878,000
2,576,000
11,969,000
136,000
0
577,000
0
369,000
99,000
1,452,000
333,000
164,000
99,000
1,283,000
564,000
142,000
1,103,000
2,392,000
1,580,000
3,000
8,000
3,000
6,046,000

16,125,000

22,376,000

PROCEDURE AND PARAMETERS FOR COAL RESERVE ESTIMATION

Under the JORC Code, a coal resource generally refers to the in-situ coal that has a potential to be mined
economically. A coal reserve comprises that portion of the Measured and Indicated coal resource that is
planned to be mined and delivered to a coal beneficiation plant for processing or sold directly to
customers at reasonably assumed economic conditions. Energytama produced a LOM mine plan and
production schedule for the BEK Project, which consists of four open pit mines. The overall pit limits
were designed using preliminary economic assumptions to float a pit, which was then modified to
produce final pit designs. Three of the pits (Pit A, C, and D) will mine only the upper and thickest seam
and its associated splits (Seams G1, G, and G2) while the 4th pit (Pit B) will mine Seams B, C, D, and F.
Behre Dolbear has reviewed the mine production planning processes and economics for the coal reserve
estimate for each of the four open pits reviewed in this report. These coal reserve estimates have been
produced from the in-situ coal resource estimates based on the economic Measured and Indicated
resource categories for which mine plans have been generated.
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For converting the economic Measured and Indicated coal resources to coal reserves, Energytama
designed and scheduled four open pits. A minimum minable seam thickness of 0.35 m was used, along
with deductions for mining losses. No dilution of the seam was considered since the mining plan includes
wasting a small band of coal at the top and bottom of the seam. The mine design parameters are shown in
Table 7.3.
TABLE 7.3
BEK PROJECT
MINE DESIGN PARAMETERS
Parameter
Value
Minimum Seam Thickness
0.35 m
Top Loss
0.05 m
Bottom Loss
0.05 m
Recovery
97% of remaining
Dilution
None
High Wall Overall Pit Slope
35°
Sidewall Pit Slope
35°
Behre Dolbear has reviewed the parameters and procedures used by Energytama and believes they are
adequate to determine the JORC reserves at the BEK Concession. Behre Dolbear believes that some
dilution will probably occur as the ability to waste coal at the top and bottom of the seam is limited. Behre
Dolbear believes that the adjustment will be minor and can be mitigated with good mine management, so
it has not adjusted the reserves for dilution. However, Behre Dolbear does suggest that BEK actively
monitor the coal mining recovery factor and coal mining dilution factor and revise the coal reserve
estimates for the operations, according to the actual mining recovery factor and mining dilution factor
achieved, when appropriate.
Energytama then produced an annual mining schedule for the production from the pit designs to estimate
tonnage of saleable coal. This schedule serves the basis of the Coal Reserve at the BEK Concession. The
Energytama mine plans include production from approximately 0.5 million tonnes of Inferred coal
resources in seams F and D in Pit B. Behre Dolbear has excluded these tonnages from the JORC Coal
Reserves since, under the JORC Code, Inferred Coal Resources cannot be transferred into a reserve
category. However, Behre Dolbear believes there is a strong likelihood that certain resource tonnages can
be upgraded to reserves during production in Pit B.
7.7

COAL RESERVE STATEMENT

Behre Dolbear estimates that, as of 31 December 2011, the BEK Concession covered by this review holds
approximately 4.2 million tonnes of Proved and 8.3 million tonnes of Probable reserves within the
planned mining area of approximately 788ha conforming to the definitions in the 2004 JORC Code.
Table 7.4 summarizes the JORC coal reserves at the BEK Concession.
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Area
Pit A
Pit B
Pit C
Pit D
Total

TABLE 7.4
JORC COAL RESERVES AT THE BEK CONCESSION
(31 DECEMBER 2011)
Proved
Probable
Total
(tonnes)
(tonnes)
4,003,000
5,827,000
9,830,000
0
1,639,000
1,639,000
65,000
261,000
326,000
144,000
577,000
721,000
4,212,000

8,304,000

12,516,000

Deducting the coal consumed by the Reserves results in the Coal Resources which are in addition to the
Coal Reserves. These are shown in Table 7.5.

Seam
H2
H
H1
G2
G
G1
F
D2
D
D1
C2
C
C1
B2
B
B1
A2
A
A1
1

Total1

TABLE 7.5
IN-SITU JORC COAL RESOURCES FOR THE BEK CONCESSION
IN ADDITION TO COAL RESERVES
(31 DECEMBER 2011)
Coal Resources (Tonnes)
Measured
Indicated
Inferred
4,000
14,000
7,000
330,126
1,139,859
1,990,000
271,936
367,355
3,887,000
588,542
1,726,749
11,969,000
136,000
0
577,000
0
369,000
99,000
639,533
333,000
164,000
99,000
933,105
564,000
126,905
1,103,000
1,643,153
1,580,000
3,000
8,000
3,000
1,200,000

7,100,000

22,400,000

Total rounded to reflect accuracy of the estimates

Behre Dolbear would caution that the total in-situ coal resource tonnage listed in Table 7.2 (inclusive of
Coal Reserves) will not numerically sum to the tonnage of Coal Reserves in Table 7.4 and the tonnage of
Coal Resources (additional to Coal Reserves) in Table 7.5. This is due to various modifying factors that
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must be considered and applied when determining Coal Reserves under JORC guidelines, including
mining losses, dilution, and seam recovery. Hence, it takes more than 1 tonne of in-situ coal resource to
obtain 1 tonne of coal reserve. At the BEK project, the mining plan incorporates a 97% seam recovery
after leaving plus 5cm of the top and plus 5cm of the bottom of the coal seam to improve the coal quality
of the run-of-mine coal produced.
7.7.1

Coal Quality of Reserves

Coal quality is variable within each seam. The seams generally contain low sulfur and high moisture coal.
Table 7.6 shows the weighted average coal quality of the Proved and Probable reserve at each pit.
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42.3
42.2
43.0
40.6
42.9
43.5
43.5
42.3
43.5
42.3

Seam

G

G1

C

B

B1

B2

G

G1

G

G1

ar - As Received
adb - Air Dry Basis

Pit D

Pit C

Pit B

Pit A

Pit

Total
Moisture
(%)
ar

29.3

31.8

29.3

31.8

28.6

29.1

29.5

31.6

27.8

32.6

5.2

5.0

5.2

5.0

10.2

12.7

8.7

9.2

5.6

5.8

35.9

34.2

35.9

34.2

35.9

36.7

33.6

34.7

36.4

34.4

29.6

29.1

29.6

29.1

25.0

21.5

28.2

24.6

30.1

27.2

TABLE 7.6
COAL QUALITY OF THE MINEABLE BEK RESERVE
Fixed
Volatile
Ash
Inherent
Carbon
Matter
Content
Moisture
Content
Content
(%)
(%)
(%)
(%)
adb
adb
adb
adb

0.21

0.22

0.21

0.22

0.24

0.18

0.22

0.19

0.21

0.24

Sulfur
Content
(%)
adb

4,363

4,242

4,363

4,242

4,107

3,851

4,144

3,948

4,436

4,139

kcal/kg
adb

3,559

3,515

3,559

3,515

3,254

3,100

3,504

3,280

3,551

3,549

kcal/kg
ar

Heating Value
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7.8

RESOURCE AND RESERVE RISK FACTORS

Behre Dolbear believes that Energytama has done good work in determining the in-situ resource of the
minable coal seams. Behre Dolbear also believes that the coal resource and Behre Dolbear-modified
reserve statements as of 31 December 2011 are acceptable and in compliance with JORC standards based
on the methods utilized. However, there are a number of risk factors.

7.9

•

Behre Dolbear Has Not Conducted Independent Sampling: Behre Dolbear has
accepted the drilling data, mine sampling data and coal analyses as presented by
Energytama for this report. Behre Dolbear conducted a site visit in November 2011,
reviewed drilling logs and reviewed the report of analysis from the laboratory and, based
on its past experience, believes the data is consistent with its field observations. Low Risk

•

Reserve Conversion: The reserve conversion from the in-situ resource was completed
using detailed mine planning and cost estimation. The open pit mine designs were
completed targeting an average stripping ratio. While a more robust pit optimization
approach is more typically seen in open pit coal operations, Energytama’s work is
acceptable for determining JORC compliant reserves. Low Risk

•

Mining Loss and Dilution: Behre Dolbear believes that the dilution included in the
reserves could be slightly higher than estimated as the ability to waste coal on the top and
bottom of the seam as anticipated could be problematic. Behre Dolbear believes that the
dilution adjustment will be minor and can be mitigated with good mine management and
therefore has not adjusted the reserves for dilution. However, Behre Dolbear would
suggest that BEK actively monitor the coal mining recovery factor and coal mining
dilution factor and revise the coal reserve estimates for the operations, according to the
actual mining recovery factor and mining dilution factor achieved, when appropriate.
Low Risk

•

Loss of Estimated Reserves: While the loss of reserves is a typical risk in any mining
property, Energytama was somewhat conservative in setting the average stripping ratio
for the final pit designs. This should allow BEK the option of an additional push-back of
the high wall on the pits if the actual reserves are less than estimated thus, partially
mitigating the impact of loss in reserve estimates. Low Risk

RESOURCE AND RESERVE CONCLUSIONS

Behre Dolbear estimates that, as of 31 December 2011, the BEK Concession holds approximately
4.2 million tonnes of Proved and 8.3 million tonnes of Probable Reserves conforming to the definitions in
the 2004 edition of The Australasian Code for Reporting of Exploration Results, Mineral Resources and
Ore Reserves (2004 JORC Code). The in-situ coal resource tonnage for the BEK Concession, in addition
to the Coal Reserves as of 31 December 2011, comprises approximately 1.2 million tonnes of Measured,
7.1 million tonnes of Indicated, and 22.4 million tonnes of Inferred coal resources. The reader is asked to
refer to Table 2.1, Table 7.2, Table 7.4, and Table 7.5 for more details.
Behre Dolbear notes that the Inferred coal resource estimates have a great amount of uncertainty as to
their existence and economic and legal feasibility, so it cannot be assumed that all or any part of an
Inferred coal resource will ever be upgraded to a higher category. Investors are cautioned not to assume
that any or all of the Inferred resources exist or are economically or legally mineable. However, Behre
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Dolbear believes that there is a high probability that a portion of that inferred resource could be converted
into Indicated resource and probable reserves with additional exploration work.
Behre Dolbear believes the coal resource estimation database, procedures, and parameters applied by
Energytama to the BEK Concession to be reasonable and geologic factors were adequately considered in
their estimation of the resource. Behre Dolbear believes that the data density requirements for measured
and indicated block definition, used for the estimates, are generally adequate for JORC Code resource
estimation for similar coal deposits.
Behre Dolbear believes that the dilution included in the reserves could be slightly higher than estimated.
The data reviewed by Behre Dolbear shows that the ash contents of the G Seam “roof coal” and “floor
coal” plies are measurably higher than those in the main plies of the seam. While these are relatively thin
layers, they do create the potential for higher ash content than planned when they are not properly
excluded from the run of mine product. The management of these “waste coal” plies at the top and bottom
of the seam will ultimately affect the balance between planned coal recoveries from the reserve versus the
ability to consistently keep ash content within contractual limits. In any event, Behre Dolbear believes
that the dilution adjustment will be minor and can be mitigated with good mine management and
therefore has not adjusted the reserve estimates for slightly higher dilution. However, Behre Dolbear
would suggest that BEK actively monitor the coal mining recovery factor and coal mining dilution factor
and revise the coal reserve estimates for the operations, according to the actual mining recovery factor
and mining dilution factor achieved, when appropriate.
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8.0

ENVIRONMENTAL, SOCIAL, AND COMMUNITY ISSUES

Surface mining at this site will have environmental impact on flora and fauna, land, and the local
inhabitants. The mine currently has approved permits to clear land/forest and for waste dump
construction, haulage construction, and Mahakam River usage.
Behre Dolbear observed that mining activities are the main source of income in this region, and rubber
plantations are secondary. At least 70% of the population in the local villages depends directly or
indirectly on mining activities as their source of income. The BEK management has declared that they
hope to integrate the community in their Project and contribute to the development of the villages by
providing support in the forms of water supply, electricity, and social recreation, hence, contributing to
supporting local sustainability.
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9.0

CAPITAL EXPENDITURES

BEK’s parent company has four contract mines in operation near Samarinda, Indonesia as at
31 December 2011. Those mines are being phased out. Approximately one-third of the heavy equipment
to be used in the initial phase of operation at the BEK Project is being or will be transferred from those
operations. That capital equipment is being transferred into the BEK Project at book value, which
accounts for the original purchase price and depreciation. Behre Dolbear has not independently verified
these book values.
The six-year capital expenditure forecast is shown in Table 9.1. The majority of the capital expenditures
in 2012 and 2013 reflect the transfer costs for the equipment from the Samarinda Mine operations. In
2015, BEK anticipates purchasing a large portion of replacement heavy equipment. BEK has a policy in
which heavy equipment is overhauled once and then replaced before a second overhaul. Typically, the life
of the equipment is five to six years. The overhaul costs are part of the repair and maintenance program.
They are treated as operating expenses and are not capitalized. The overhauls are not considered the same
as a rebuild. Based on discussions with BEK, equipment rebuilds would require sending the equipment
back to the manufacturer, which could result in production delays.
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5.89
5.89
9.61
2.96
12.57
19.48
19.48
4.44
4.44
0.11
0.11
15.5
26.99
42.49

Transfer
Purchase
Total

Transfer
Purchase
Total

Transfer
Purchase
Total

Transfer
Purchase
Total

Transfer
Purchase
Total

Transfer
Purchase
Total

2013

2014

2015

2016

2017

Total

Heavy
Equipment

Transfer
Purchase
Total

Acquisition
Method

2012

Year
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1.00
1.00

-

-

0.50
0.50

0.50
0.50

-

-

1.03
1.03

-

-

-

-

-

1.03
1.03

0.12
0.12
0.24

-

0.12
0.12

-

-

-

0.12
0.12

TABLE 9.1
BEK PROJECT LOM CAPITAL EXPENDITURES
(US$ MILLIONS)
Building and
Office
Land
Infrastructure
Equipment

1.43
1.43

-

-

-

-

0.90
0.90

0.53
0.53

Vehicles

1.23
2.03
3.26

-

1.23
1.23

-

-

0.40
0.40

1.23
0.40
1.63

Machinery

16.85
32.60
49.45

0.11
0.11

5.79
5.79

19.98
19.98

0.50
0.50

9.61
4.26
13.87

7.24
1.96
9.20

Total
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10.0

OPERATING AND PRODUCTION COST PROJECTIONS

Table 10.1 shows the projected unit operating and production costs for the BEK Project through 2017.

Cost Item
Mining Costs
Coal Handling Costs
Other Operating Costs
Total Production Costs1
Total Production Costs2

TABLE 10.1
ANNUAL UNIT COSTS OF BEK PROJECT PRODUCTION
(US$/TONNE)
2012
2012 Q1
2013
2014
2015
2016
Q2-Q4
9.49
10.14
8.89
8.89
8.86
8.85
0.00
9.06
8.86
8.86
8.80
8.80
5.51
5.51
5.66
5.66
5.66
5.66
15.00
24.71
23.41 23.41
23.32
23.31
9.30
24.10
22.13 22.27
22.08
22.08

2017
9.98
8.93
5.66
24.57
23.07

1

Production costs including cost of ownership as described later in this report.
Production costs with depreciation deducted as shown in the income statement in the BCFM.

2

The mining costs include the following items:
•
•
•

Coal mining and hauling
Stripping
Haul road maintenance

The coal handling costs include:
•
•

Stockpiling and loading
Coal barging

The other operating costs include:
•
•
•
•
•

Rehabilitation and environmental
Government royalty
Community development
Overhead
Production loss

These costs are discussed in further detail in Section 11.0 of this report.
The above production costs reflect the actual mining experience of Geo Group entities during three years
of contract mining operations in similar conditions and are based on the projected operating costs of the
individual pieces of equipment. These costs were adjusted where BEK felt different conditions might
warrant. Behre Dolbear believes these production cost estimates are reasonable and achievable. The high
level of effort put into these forecasts is apparent in the detail provided to Behre Dolbear. The
development of the annual production costs appears to be well thought-out and well executed.
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11.0
11.1

FINANCIAL ANALYSIS

INTRODUCTION

Behre Dolbear reviewed a base case financial model, which was prepared and delivered by BEK, titled
“Behre Dolbear - BEK Budget Working Paper 2 Feb 2012 (2000 Hour).xlsx”. Behre Dolbear received the
model on 2 February 2012. Additional backup data for the operating costs were provided in a series of
Microsoft Excel® files titled “2012(2Feb2012).xlsx” through “2017 (2Feb2012).xlsx,” which were
received on 5 February 2012. The technical operating parameters, revenues, operating costs, taxes, and
capital expenditures for the BEK Project are integrated into the base case financial model received from
the Company, resulting in the determination of the after-tax net income and cash flow for the BEK Project
over a period of 6 years commencing in year 2012.
Behre Dolbear adjusted BEK’s base case financial model to allow for a change in the overall tonnage of
coal to be produced at the BEK Project to match the Proved and Probable Reserves discussed earlier in
this report. Behre Dolbear also modified BEK’s base case financial model to allow for the determination
of the NPV and the sensitivity of the economics to several potential variations to the cash flow inputs.
This modified financial model is referred to as the “BCFM” throughout this report. The BCFM provides
the basis for Behre Dolbear’s financial analysis.
Behre Dolbear’s review of the BCFM focused on the reasonableness and completeness of the mining
technical inputs, the coal pricing, and the capital and operating cost estimates used in determining the
projected cash flow. Behre Dolbear’s review was made in the context of the documents made available to
Behre Dolbear, Behre Dolbear’s site visit in November 2011, and Behre Dolbear’s experience within the
industry. Behre Dolbear believes that BEK’s incorporation of the technical inputs into the BCFM is
generally consistent with normally accepted calculation methodologies used industry-wide. Additionally,
Behre Dolbear reviewed the structure of the spreadsheet model and key mathematical formulas for
accuracy and consistency with Project documents and technical inputs.
The objective of this financial evaluation was to demonstrate the potential economic viability of the BEK
Project in support of the Proved and Probable reserves reported in this ITR. This financial evaluation is
not meant to represent and does not represent the fair market value of the BEK Project. The focus
of this financial evaluation is on the technical inputs into the BCFM and the effect of those technical
inputs on the economic viability of the BEK Project based on the reported Proved and Probable reserves.
The impacts of specific business considerations, such as financing and detailed tax strategies, have
purposely not been included.
The NPV values shown in this report are specifically and only for the purpose of demonstrating the
economic viability of the BEK Project and associated coal Reserves as reviewed and discussed
above. It should be noted a separate valuation report is being prepared by a third party to specifically
address the fair market value of the BEK Project.
It should be noted that the BCFM is on an after-tax basis and debt financing has been included. Behre
Dolbear did not review the terms of the financing or interest calculations.
An exchange rate of 9,000 IDR/US$ has been used in the BCFM.
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All costs and revenues are reported in “real” or US$ without escalation. Behre Dolbear recommends using
a constant currency approach when modeling cash flows for mining operations. There are two distinct
reasons for this approach.
1)

Coal sales prices have not been annually escalated to reflect the effect of inflation;
therefore, it would not be appropriate to annually escalate production costs.

2)

Errors or omissions in estimating production costs are further compounded in later years
as the operating costs are escalated to reflect the effect of inflation.

The BCFM is based upon certain information and assumptions with respect to future events and
conditions. For the purpose of this report, Behre Dolbear has used and relied upon information provided
by sources that Behre Dolbear believes to be reliable. Behre Dolbear believes that the use of this
information and assumptions is reasonable for the purposes of this report. However, the assumptions and
forecasts may vary significantly due to unanticipated events and circumstances. To the extent that actual
future conditions may differ from those assumed herein or provided by others, the actual results will vary
from those forecast in the BCFM.
11.2

TECHNICAL ASSUMPTIONS – CASH FLOW INPUTS

The technical assumptions incorporated into the BCFM are presented in the following sections. The
BCFM time period incorporates a six year period from the beginning of the year 2012 through the end of
the year 2017. The BCFM is based on quarterly periods with the first and second quarter of each year
shown in detail and the third and fourth quarter combined to represent a six-month period.
11.2.1 Reserves and Life-of-Mine
The BCFM is based on the Proved and Probable Reserves, as defined by the JORC Code and evaluated
by Behre Dolbear earlier in this report (Table 11.1). The overall LOM tonnage in the original base case
financial model received from the Company was reported to be 13 million tonnes. Based on Behre
Dolbear’s analysis of the Reserves and Resources, Behre Dolbear has adjusted the LOM tonnage in the
BCFM to be 12.5 million tonnes. This adjustment was made by reducing the overall LOM by
approximately 3 months.

Area
Pit A
Pit B
Pit C
Pit D
Total

Project 11-365

TABLE 11.1
JORC COAL RESERVES AT THE BEK PROPERTY
(31 DECEMBER 2011)
Proved Reserves
Probable Reserves
Total
(tonnes)
(tonnes)
4,003,000
5,827,000
9,830,000
0
1,639,000
1,639,000
65,000
261,000
326,000
144,000
577,000
721,000
4,212,000

8,304,000
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11.2.2 Coal Production and Sales
The BCFM is based on the annual coal production and sales shown in Table 11.2.
TABLE 11.2
BEK PROJECT
PROJECTED ANNUAL COAL PRODUCTION AND SALES
(BCFM)
Coal Production
Coal Sales
Year
(ktonnes)
(ktonnes)
2012
700.0
665.0
2013
2,300.0
2,230.0
2014
2,520.0
2,520.0
2015
2,680.0
2,672.5
2016
2,700.0
2,700.0
2017
1,600.0
1,712.5
Total

12,500.0

12,500.0

A production ramp-up period has been appropriately modeled in the BCFM. In 2012, the monthly
production rate is increased over a 6-month period starting in February from 24 kt per month to 70 kt per
month. A second 4-month ramp-up period is modeled at the beginning of the second year of production
where the monthly production is increased from 70 kt per month to 205 kt per month. Steady state
operations are assumed to be achieved by mid-year 2013.
The difference between the annual coal production and the annual coal sales reflects the coal inventory in
the crushed coal stockpile prior to barge loading. Monthly coal inventories range from 25 kt and 112.5 kt
and are based on approximately 2 weeks of production.
11.2.3 Coal Sales Price
The 2012 coal sales from the BEK Project are currently under contract with the offtaker, PT Commodities
& Energy Resources (CER). The Sale & Purchase Contract of Coal dated 17 October 2011 and executed
between BEK and CER, allows for the sale and delivery of 600,000 tonnes of coal in twelve 50,000 tonne
deliveries by tug or barge starting January 2012 and ending December 2012. CER has the option to
purchase ±10% of the specified total tonnage. The coal is intended for export sales.
The contract price is US$48/tonne Freight-On-Board Mother Vessel (FOB MV) at the Loading
Anchorage at Muara Jawa or Muara Bereau, East Kalimantan, Indonesia. Coal quality from the BEK
Project is guaranteed at a gross calorific value of 3,500 kcal/kg and an as-received moisture content of
43%. Behre Dolbear believes that, with careful mining operations, i.e., the diligent segregation of roof
and floor coals away from the run of mine product, these coal quality guarantees are achievable. The Sale
& Purchase Contract has allowances for price adjustment for out of specification coal.
BEK has based the BCFM coal prices on these contract terms. In 2012, BEK has assumed a coal price of
US$45/tonne to allow for a discount based on more current market conditions. It should be noted that the
selling price for the first quarter of 2012 has been adjusted to FOB Stockpile to reflect the delivery of coal
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to CER at the stockpile rather than the jetty as the jetty license awaits approval (US$35.43/tonne). In the
years 2013-2018, BEK has assumed a coal price of US$48/tonne as per the contract conditions.
Behre Dolbear believes the use of a sale and purchase agreement is appropriate in projecting future coal
and commodity pricing.
Behre Dolbear believes there is the strong potential that long-term Indonesian coal prices will continue to
grow based on continuing growth in domestic thermal coal demand as well as international demand for
Indonesian steam coal. In 2006, PT Perusahaan Listrik Negara (PLN), Indonesia’s state owned electricity
company, announced a program known as the “fast track program,” which was expected to add nearly
10,000 MW of new coal-fired capacity between 2011 and 2015. Although this program is behind
schedule, it is expected to increase the domestic demand for low rank coals in Indonesia when completed.
Additionally, regional coal demand, especially in India, China, and Vietnam, should continue to drive
international coal prices higher. For example, according to the U.S. Energy Information Administration
(EIA), coal use for electricity generation in China is expected to grow at an annual rate of 3% through the
year 2035 (note this growth rate is a slowdown from the pre-2008 growth rates). India’s demand for coal
used in electricity generation is expected to grow at an annual rate of 2%. Just between these two
countries in the region, coal consumption is estimated to increase from 35.4 quadrillion Btu in 2008 to
74.8 quadrillion Btu in 2035.
Although the long-term prices appear poised to continue increasing, several factors could affect the nearterm coal prices, both positively and negatively. In particular, (1) delays in bringing Indonesia’s “fast
track program” on line, (2) the Domestic Market Obligation (DMO) rules brought into effect in the
Mining Law of 2009, and (3) Indonesia’s large and undeveloped low rank coal resource base (20% of
Indonesia’s 21 billion tonne coal reserve is low-rank coal).
Although domestic coal consumption in Indonesia is expected to increase as coal-fired electricity
generation plants come on line, the delays in the “fast track program,” will reduce the growth in coal
consumption until the new power generation plants come on line. For example, in 2012 PLN has a total
contracted coal volume of 64 million tonnes but has indicated that actual coal deliveries could be less at
39 million tonnes.
Under the DMO program, the Indonesian Ministry of Energy and Mineral Resources is to establish a
percentage of total production each coal producer must make available to domestic customers on an
annual basis in order to ensure that domestic requirements are met. The DMO is to be established based
on surveys of domestic customers, but there is no contractual obligation for the domestic buyers to take
the DMO once it is offered. As a result, the program has the potential of creating excess availability to the
domestic market as well as the potential of flooding export markets. Both events could adversely affect
the spot prices for Indonesian coal. It should be noted that the DMO does not appear to have been put into
full effect as of this writing.
Historically, Indonesian coal miners have demonstrated the capability of bringing new production on line
to meet global and domestic demands. In the past two decades, Indonesia has grown to be the world’s
largest exporter of steam coal. As such, it would be expected that existing coal producers as well as new
coal producers will increase low rank coal production accordingly in response to increased domestic and
international demands. This could create supply and demand dynamics that could affect the coal prices
that can be expected by BEK.
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11.2.4 Revenues
Annual revenues are based on the projected annual coal production and sales prices shown in Table 11.3.

Year
2012
2013
2014
2015
2016
2017
Total

TABLE 11.3
BEK PROJECT
ANNUAL PROJECTED REVENUES
Coal Sales
Coal Price
(ktonne)
(US$/tonne)
665.0
45.20
2,230.0
48.00
2,520.0
48.00
2,672.5
48.00
2,700.0
48.00
1,712.5
48.00
12,500.0

47.81

Revenues
(US$ millions)
29.5
107.0
120.9
128.3
129.6
82.2
597.6

11.2.5 Cost of Goods Sold
The cost of goods sold is comprised of three components:
1)
2)
3)

Production costs
Fixed overhead
Depreciation and amortization

The detailed annual unit costs that comprise the production costs are shown in Table 11.4.
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Cost Item

TABLE 11.4
BEK PROJECT
ANNUAL UNIT PRODUCTION COSTS
2012
2012
2013
2014
Q1
Q2-Q4

2015

2016

2017

Mining
Haul Road Maintenance
Stripping
Coal Mining and Haulage
Total Mining Costs

0.12
8.71
0.66
9.49

0.12
8.71
1.31
10.14

0.04
7.80
1.05
8.89

0.04
7.80
1.05
8.89

0.03
7.74
1.09
8.86

0.03
7.74
1.08
8.85

0.04
8.84
1.10
9.98

Coal Handling and Transport
Stockpiling and Loading
Coal Barging1
Total Coal Handling

0.00
0.00
0.00

0.95
8.11
9.06

0.75
8.11
8.86

0.75
8.11
8.86

0.69
8.11
8.80

0.69
8.11
8.80

0.82
8.11
8.93

Other Operating Costs

5.51

5.51

5.66

5.66

5.66

5.66

5.66

15.00
9.30

24.71
24.10

23.41
22.13

23.41
22.27

23.32
22.08

23.31
22.08

24.57
23.07

Total Production Costs1
Total Production Costs2
1

Production costs including cost of ownership as described below.
Production costs with depreciation deducted as shown in the income statement of the BCFM

2

BEK used the following assumptions in developing these costs.
1)

Both the overburden removal and the coal mining and haulage costs are based on the
hourly unit costs to operate the specific and individual pieces of heavy equipment, in
particular the costs for fuel, labor, repair and maintenance, operating costs (consumables
and tires) and the cost of ownership. These costs were developed based on Geo’s
experience. The hourly unit costs were applied to the number of operating hours per
month to determine the annual total costs (based on historical company operational data
such as weather statistics).

2)

The cost of ownership (purchase price less a residual value divided by the assumed
number of equipment life hours) has been included in the unit mining cash costs.
Although Behre Dolbear generally would not expect the inclusion of this cost in the
production cost (except for leased equipment), BEK has accounted for this cost in the
income statement by subtracting depreciation from the cost of production (Table 11.4).

3)

No escalation has been included in the determination of the operating costs.

4)

Overburden removal costs are based on an annual levelized stripping ratio of 6.5.

5)

The stockpiling and loading costs include crushing.

6)

Coal barging is based on a barge distance of 461 km at a rate of US$0.016/tonne/km
before VAT.
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7)

The other production costs are based on the following assumptions:
a)
Rehabilitation and environmental – These costs are based on quotes provided by
a third party and are equivalent to US$0.06/tonne
b)
Third party royalty of US$2.5/tonne
c)
Government royalty of 5% of selling price
d)
Environmental and community – BEK will be developing a school and church
near the mining site for a total cost of US$1.3 million (US$0.10/tonne)
e)
Overhead costs of US$0.40/tonne
f)
Production loss of US$0.20/tonne – This value is included to account for coal
losses during production, hauling and loading. A 1% loss has been assumed.

Fixed overhead costs include non-operator labor such as managers, supervisors, daily workers and other
staff related costs. Additionally, the fixed overhead costs include mobilization costs of US$123,000 and
US$170,000 in the first quarters of 2012 and 2013, respectively.
11.2.6 Other Costs
Other costs include the selling and general and administrative costs. These costs are based on BEK’s
parent company’s historical experience. Behre Dolbear has not reviewed these costs in detail.
11.2.7 Taxes
The income tax rate is projected at 25% of operating profit (sales income and other income less operating
and other costs).
11.2.8 Capital Expenditures, Depreciation and Amortization, and Salvage Values
Capital expenditures for the development and operation of the BEK Project are shown and discussed in
detail in a previous section of this report and are summarized in Table 11.5. The projected capital
requirements include the heavy equipment required for overburden removal, coal mining and other
supporting work, as well as the costs for buildings and infrastructure, land purchase, office equipment,
miscellaneous vehicles and the processing and support equipment (machinery). These capital costs
represent a combination of transfer costs from contract mines near Samarinda in the years 2012 and 2013
and purchased equipment thereafter.

2012
2013
2014
2015
2016
2017

Heavy
Equipment
5.89
12.57
19.48
4.44
0.11

Total

42.49

Year
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TABLE 11.5
LOM CAPITAL EXPENDITURES – BEK PROJECT
(US$ MILLIONS)
Building and
Office
Vehicles Machinery
Land
Infrastructure Equipment
1.03
0.12
0.53
1.63
0.90
0.40
0.50
0.50
0.12
1.23
1.00

1.03

0.24
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1.43

3.26

Total
9.20
13.87
0.50
19.98
5.79
0.11
49.45
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These projections appear to be well thought-out and well developed. Behre Dolbear believes the numbers
to be generally comprehensive, reasonable, and acceptable.
In addition to the capital costs shown in Table 11.5, BEK has projected a total expenditure of
US$2.1 million for deposits related to rehabilitation and mine closure during the years 2012 through
2014. These deposits are recovered at the end of the mine operations in 2017.
The capital expenditures have been depreciated in the BCFM. Depreciation was determined on the
following basis:
•
•
•
•
•

Heavy Equipment
Building and Infrastructure
Office Equipment
Vehicles
Machinery

8 years
6 years
4 years
4 years
4 years

When the various pieces of heavy equipment are replaced, BEK intends to sell the used equipment. The
salvage values of the heavy equipment are based on a 16% discount per year of service. BEK indicated to
Behre Dolbear that this is standard industry practice in the region. Behre Dolbear has not confirmed this
assumption. At the end of the mine life, the assets are expected to be salvaged at the following values:
•
•
•
•

Heavy Equipment
Land
Port Infrastructure
Machinery

16% discount per year of service
50% of original value
100% of original cost
50% of original value

Behre Dolbear believes the salvage values for the port infrastructure and machinery could be somewhat
optimistic.
In addition to the depreciation for capital expenditures, the BCFM has provisions for the amortization of
capitalized pre-production costs (acquisition, permitting, exploration, and evaluation studies). The costs
total US$40 million and are amortized on a production unit basis over the life of the mine.
11.2.9 Net Income and Cash Flow Determination
Net income or net profit is determined as the sales revenue less production costs, fixed overhead costs,
other costs, depreciation and amortization, interest income and expense, loss or gains on sale of fixed
assets and taxes. To determine the cash flow, the net income is adjusted for non-cash items, such as
depreciation and working capital and cash disbursements, such as capital expenditures. The formula used
in the BCFM to determine the annual cash flows is:
Net Income (or Net Profit)
Add: Depreciation and amortization
Add: Loss on disposal of Property, Plant and Equipment
Add: Changes in working capital
Less: Capital expenditures
Less: Deposits for reclamation and mine closure
Plus: Proceeds from disposal of Property, Plant and Equipment
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Add: Increase in net borrowing
Less: Payment to Energytama for mining rights

Annual cash flows are shown in Table 11.6.
TABLE 11.6
ANNUAL BEK PROJECT CASH FLOWS
Cash Flow
Year
(US$ Million)
2012
7.66
2013
19.76
2014
33.76
2015
33.34
2016
41.38
2017
30.02
Total
11.3

165.92

FINANCIAL ANALYSIS

The NPV of the after-tax net cash flow was determined for a range of discount rates. The NPV is
determined assuming end-of-year cash flows and is determined as at 01 January 2012. These NPV values
are not meant to represent and do not represent the fair market value of the BEK Project. The
NPV values shown here have been determined as a measurement of the potential economic viability
of the BEK Project as reviewed and discussed in this report.
The NPV results are summarized in Table 11.7.

Case
BCFM
11.4

TABLE 11.7
NPV AS AT 01 JANUARY 2012
(AFTER TAX CASH FLOW, US$ MILLIONS)
Discount Rate (%)
Undiscounted
5.0
10.0
166.0
136.7
114.1

15.0
96.5

SENSITIVITY ANALYSIS

To determine the effect of changing several of the base case assumptions, Behre Dolbear prepared a
sensitivity analysis. Behre Dolbear believes that the following factors could have a significant effect on
the financial performance of the mines. The objective of the sensitivity analyses is to determine the effect
of varying several key parameters as a point of comparison to the BCFM.
11.4.1 Coal Sales Prices
Using contract coal sales price as the long-term constant price in a cash flow model is a generally
accepted and applied practice for determining project economics. Behre Dolbear has prepared a
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sensitivity analysis to determine the effect of higher and lower prices on the BEK Project economics.
These averages are shown in Table 11.8 and are compared to the prices used in the BCFM.
TABLE 11.8
BEK PROJECT NPV AS AT 01 JANUARY 2012
(AFTER TAX CASH FLOW, US$ MILLIONS)
Discount Rate (%)
Case
Undiscounted
5.0
10.0
BCFM – $45/tonne (2012), $48/tonne
166.0
136.7
114.1
(2013-2017)
Plus 10% – $45/tonne (2012), $53/tonne
206.6
170.4
142.4
(2013-2017)
Minus 10% – $45/tonne (2012), $43/tonne
125.5
103.1
85.9
(2013-2017)

15.0
96.5
120.5
72.5

11.4.2 Sensitivity Summary
Behre Dolbear performed a series of sensitivities to determine the effect of changing the BCFM coal sales
prices, production costs and capital expenditures. The following parameters were reviewed.
•

Coal sales prices generally have the greatest effect on coal mine project economics. As
such, Behre Dolbear ran several sensitivities at varying coal sales prices to observe the
effect on the total NPV of the BEK Project.

•

The production costs were varied to determine the effect on NPV. Other costs, such as
selling, general and administrative costs, were not changed.

•

Since it has been projected that a significant capital expenditure is expected in 2015 for
replacement of the heavy equipment, a sensitivity analysis was completed to determine
the effect of changes to these capital costs.

These sensitivity analyses present the best or the worst case scenarios in the ranges evaluated. The
purpose of the sensitivity analysis is to determine the robustness of the BEK Project and to provide an
indication of the relative effect that the various technical operating parameters can have on the overall
economics.
As demonstrated in Figure 11.1, of the sensitivity factors reviewed, the cash flows and NPVs are more
significantly affected by coal sales prices.
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12.0

PROJECT RISKS

The following definitions have been employed by Behre Dolbear in assigning risk factors to the various
aspects and components of the risk determination (Table 12.1).
•
•
•

Major Risk: The factor poses an immediate danger of a failure, which if uncorrected,
will have a material effect (>15% to 20%) on the project cash flow and performance and
could potentially lead to project failure.
Moderate Risk: The factor, if uncorrected, could have a significant effect (10% to 15%
or 20%) on the project cash flow and performance unless mitigated by some corrective
action.
Minor Risk: The factor, if uncorrected, will have little or no effect (<10%) on project
cash flow and performance.

Geographical, Location,
and Infrastructure

Geological

Resource and Reserves

Mining

Coal Production
Coal Quality

Project 11-365

TABLE 12.1
BEK PROJECT RISK DETERMINATION
Risk Description
The BEK Project is located near the Mahakam River out
of the flood plain. It is within one hour by road to a
population center with emergency services reasonably
available. The climate is tropical humid with heavy
rainfall and no distinct rainy season or dry season. The
highway between the mine and the population center of
Sendawar is good. Coal transportation will be on the
Mahakam River to the port at Samarinda a distance of
480 km. Coal transportation is dependent upon the river
level. Electrical service is adequate.
Essentially, the geological risk is from the likelihood of
unexpected but mild variation in the thicknesses of the
seams and interburdens to a vertical depth of 360 meters.
The risk is also related to the likelihood of encountering
unexpected anomalies, such as faults in the coal seam.
Behre Dolbear has not conducted independent sampling.
Behre Dolbear believes the coal resource estimation
database, procedures and parameters to be reasonable and
appropriate. Behre Dolbear believes the mining dilution
may be slightly low.
The organization and planned machinery setup, as
observed in December 2011, is suitable to the geology of
the deposit.
Behre Dolbear believes that the mine plan is reasonable.
Behre Dolbear believes a second mine plan as discussed
with BEK should also be considered.
Behre Dolbear believes the forecasted production for
year 2012 through 2017 has been carefully developed
and that it is reasonable and achievable.
The coal is a medium to low quality lignite with
marketable ash and sulfur content.
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Moderate

Minor

Minor
Minor

Minor

Minor

Minor
Minor
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Spontaneous Combustion

Marketability

Environment, Safety,
Health, and Community

Licenses and Permits
Operating Costs
Capital Costs

Coal Sale Prices

External Marketability

Management and
Personnel
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TABLE 12.1
BEK PROJECT RISK DETERMINATION
Risk Description
There was no evidence of potential for spontaneous
combustion.
The BEK Project coal has a ready market as thermal coal
in the current and projected international market. Pending
Indonesian laws may inhibit the export market for this
coal.
Environmental assessment studies were carried out
before acquisition. Currently Geo bases all its permit
applications on the previously completed EIA studies,
however according to environmental laws this needs to
be updated to accommodate new developments.
Record keeping was excellent.
Technical competence of the management is good. Safety
has been taken as a most important aspect of BEK.
Responsibilities in monitoring and safety revision have
been characterized. BEK has a good emergency response
plan and safety, as well as health monitoring procedures
have been set.
BEK is demonstrating a desire to integrate with the local
community
BEK has in hand, or has applied for, all licenses and
permits necessary to conduct their mining operations.
The Project has an unusually short mine life
Behre Dolbear believes the forecasted production costs
reasonable and achievable.
Capital cost forecasts provided to Behre Dolbear are
reasonable and typical for this type of operation.
The projected steady state coal sales prices are based on a
current offtaker contract. Changes in coal sales prices
could have a significant impact on the economics of the
BEK Project. However, due to the continuing growth in
demand for coal in Indonesia and the region and the
general global trend of increasing coal prices, Behre
Dolbear believes the projected coal prices are reasonable.
Projected domestic and regional demand for low rank
coals will continue to be a significant driving factor for
coal sales from Indonesia. The long-term projections do
not appear to indicate that there will be a decrease in
demand; however, decreases in the Btu value of the BEK
Project coal could limit the marketability of the coal.
Local mine management and supervisory staff appeared
to be competent in ability and experience.
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Minor

Minor

Minor
Minor
Minor to
Moderate
Minor to
Moderate

Minor to
Moderate

Minor
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Behre Dolbear has analyzed the likelihood that these risks may be realized. Likelihood within a 7-year
period is defined as follows.
•
•
•

Likely
Possible
Unlikely

Will probably occur
May occur
Unlikely to occur

By combining the degree or consequence of a risk event with the likelihood of that event occurring, Behre
Dolbear developed an overall risk assessment matrix as shown in Table 12.2.
TABLE 12.2
OVERALL RISK ASSESSMENT MATRIX – BEK PROJECT
Likelihood of Risk
Consequence of Risk
(within 7 years)
Minor
Moderate
Major
Likely
Medium
High
High
Possible
Low
Medium
High
Unlikely
Low
Low
Medium
The risk assessment matrix for the BEK Project is shown in Table 12.3.
TABLE 12.3
BEK PROJECT RISK ASSESSMENT MATRIX BEFORE MITIGATION
Risk Issue
Likelihood
Consequence Rating
Geographical, Location, and Infrastructure
Climate
Unlikely
Minor
Transportation and infrastructure constraints
Possible
Moderate

Risk
Low
Low

Geological
Variations of seams and interburdens
Seam anomalies – faults

Unlikely
Unlikely

Minor
Moderate

Low
Low

Resources and Reserves
Reserve conversion from in-situ Resource
Loss of Reserves

Possible
Possible

Minor
Minor

Low
Low

Mining and Extraction
Mining equipment unsuitable to conditions
Mining plan inappropriate to conditions

Unlikely
Unlikely

Moderate
Moderate

Low
Low

Coal Production
Production forecasts not achievable

Unlikely

Moderate

Low

Coal Quality
Market inability to absorb increased coal supply
Coal product not marketable

Unlikely
Unlikely

Moderate
Moderate

Low
Low
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TABLE 12.3
BEK PROJECT RISK ASSESSMENT MATRIX BEFORE MITIGATION
Risk Issue
Likelihood
Consequence Rating
Coal Sales Price
Overestimation of coal sales prices

Risk

Possible

Moderate

Medium

Minor

Moderate

Low

Environment, Health, Safety, and Community

Unlikely

Minor

Low

Licenses and Permits

Unlikely

Minor

Low

Operating Costs
Higher Than projected operating costs

Possible

Moderate

Medium

Capital Expenditures
Additional capital expenditure required

Possible

Minor

Low

Management and Personnel
Competence of local management
Competence of corporate management

Minor
Minor

Moderate
Moderate

Low
Low

Spontaneous Combustion
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13.0

INTERPRETATIONS AND CONCLUSIONS

The BEK Project is contained within the BEK Concession, which resides in the Tering and Long Iram
Districts of the Regent of Kutai Barat in East Kalimantan Province, Indonesia. The BEK Concession
comprises approximately 4,570 hectares.
The Company and others provided Behre Dolbear with historical and current technical information and
business plans for the BEK Project. Behre Dolbear’s review focused on exploration data, mine planning,
financial forecasts, and legal and regulatory issues. The primary objective was to determine the extent to
which historical coal Resource and Reserve interpretations might be coalesced and expressed in terms of
the JORC Code (as fully defined in Section 7.3, above). To bring Resource and Reserve tonnages into a
framework consistent with JORC categorizations, Behre Dolbear used the knowledge and judgment of
experienced coal industry professionals. Their work included the use of MineScape® geologic and mine
modeling software.
Behre Dolbear has concluded the coal resource estimation database, data density, procedures, and
parameters applied by Energytama to the BEK Concession are reasonable and that geologic factors were
adequately considered in the estimation of the BEK resource.
Behre Dolbear believes that the information presented in this ITR is in all ways adequate for JORC Code
resource estimation for similar coal deposits.
The 6-year mining plan reviewed by Behre Dolbear appears to be workable. The operational aspects of
the BEK Project plan indicate mining methodologies that can be expected to result in a productive,
successful Project. The Behre Dolbear team also believes that the BEK Project’s financial information
(including capital expenditures and operating and production cost projections) presents an “economically
viable” Project scenario, as required by the JORC Code.
As a result of its resource studies and its review of the 6-year mining plan, Behre Dolbear has concluded
that, as of 31 December 2011, the BEK Concession held approximately 4.2 million tonnes of Proved and
8.3 million tonnes of Probable reserves within the planned mining area of approximately 788 hectares,
conforming to definitions in the JORC Code.
Behre Dolbear has also concluded that the in-situ coal tonnage for the BEK Concession, in addition to the
coal reserves, comprises approximately 1.2 million tonnes of Measured, 7.1 million tonnes of Indicated,
and 22.4 million tonnes of Inferred coal resources.
Behre Dolbear did note that the existence of all the coal resources categorized as “Inferred” is subject to
uncertainty. Their existence and the economic and legal feasibility of their ultimate development remain
to be confirmed. By definition, it cannot be assumed that, absent further information, all or any part of an
Inferred coal resource will ever be upgraded to a higher category.
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14.0
14.1

RECOMMENDATIONS

POTENTIAL TO INCREASE RESERVES

Behre Dolbear believes that additional exploration work might provide the basis for converting a portion
of the Inferred resources into Indicated resources and Probable reserves. Additional core drilling in
selected areas can serve to increase the database and to provide more specific characteristics of the coal
seams, thereby bringing certain portions of the resource into the categories of higher confidence.
The Energytama mine plans include production from approximately 0.5 million tonnes of Inferred coal
resources in seams F and D in Pit B. Behre Dolbear excluded these tonnages from the JORC Coal
Reserves since, under the JORC Code, Inferred coal resources cannot be transferred into a reserve
category. Given appropriate data collection and in-pit observations, Behre Dolbear believes there is a
strong likelihood that certain Inferred resource tonnages can be upgraded to reserves during production in
Pit B.
14.2

PRODUCT QUALITY CONTROL

With respect to future mining operations, Behre Dolbear believes that the ash content of coal produced
from the reserves might be slightly higher than estimated. The data reviewed by Behre Dolbear shows
that the ash contents of the G Seam “roof coal” and “floor coal” plies are higher than those in the main
plies of the seam, so they have some potential to increase the ash content of the product, if they are not
properly excluded by selective mining.
When mining the G seam, the Company should be especially attentive to the exclusion of high-ash layers
at the top and bottom (roof and floor) interfaces of the seam, because, while these are relatively thin
layers, they do create the potential for higher ash content than planned, if they are not properly excluded
from the run of mine product. Management of the “waste coal” plies at the top and bottom of the G Seam
(and, in fact, all other seams) will ultimately affect the balance between planned coal recoveries from the
reserve versus the ability to consistently keep ash content within contractual limits.
Behre Dolbear believes that the impact of these layers can be minimized by good mine management.
Behre Dolbear recommends that BEK actively monitor the coal mining recovery factor and coal mining
dilution factor during operation. That will provide a basis for future assessments of “Reserves” in the
context of carbonaceous material that might be lost from “reserves” in future mine planning and reserve
estimation. Good management of this issue will also have the practical impact of better quality control in
the products that are sent to the market.
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15.0

STATEMENT OF INDEPENDENCE

Neither the principals nor associates of Behre Dolbear Asia, Inc. have any material interest or entitlement
in the securities or assets that are the subject of this report.
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16.0

LIMITATIONS AND CONSENT

This Independent Technical Report has been based on data, reports, and other information made available
to Behre Dolbear Asia, Inc. by Energytama and others, as referred to herein. Behre Dolbear Asia, Inc. has
been advised that the information is complete as to material details and is not misleading. Behre Dolbear
Asia, Inc. has reviewed the data, reports, and information provided and has used consultants with
appropriate experience and expertise relevant to the various technical aspects. The opinions stated herein
are given in good faith. Behre Dolbear Asia, Inc. believes that the basic assumptions are factual and
correct and the interpretations reasonable. A draft copy of this report has been provided to Energytama
and its advisors for comment as to any errors of fact, omissions, or incorrect assumptions.
Behre Dolbear Asia, Inc. does not accept any liability other than its statutory liability to any individual,
organization, or company and takes no responsibility for any loss or damage arising from the use of this
report, or information, data, or assumptions contained therein. With respect to this Behre Dolbear Asia,
Inc. report and use thereof, Energytama agrees to indemnify and hold harmless Behre Dolbear Asia, Inc.,
its shareholders, directors, officers, and associates against any and all losses, claims, damages, liabilities,
or actions to which they or any of them may become subject under any securities act, statute, or common
law and will reimburse them on a current basis for any legal or other expenses incurred by them in
connection with investigating any claims or defending any actions.
This report is provided to the Directors of Energytama for the purpose of assisting them in assessing the
technical issues and associated risks of the proposed project development and in relation to the proposed
listing on the SGX; it should not be used or relied upon for any other purpose. The report does not
constitute a technical or legal audit. Neither the whole nor any part of this report nor any reference thereto
may be included in, or with, or attached to any document or used for any purpose without Behre Dolbear
Asia, Inc.’s written consent to the form and context in which it appears.

Yours faithfully,
BEHRE DOLBEAR ASIA, INC.

Donald K. Cooper
Chairman – Board of Directors
Qualified Person #01373QP as certified by the
Mining and Metallurgical Society of America

Norris Brooks,
Project Manager
Qualified Person #01404QP as certified by
Mining and Metallurgical Society of America
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INDEPENDENT TECHNICAL REVIEW OF THE
BUMI ENGGANG KHATULISTIWA
COAL MINE PROJECT IN
EAST KALIMANTAN PROVINCE, INDONESIA
29 MARCH 2012
(“THE ITR”)
APPENDIX 1.0-A
DECLARATION OF QUALIFIED PERSON - NORRIS E. BROOKS
With respect to the attached Independent Technical Review, I, Norris E. Brooks, certify that, to the best of my
knowledge and belief:
1.

I am an Independent Qualified Person in accordance with the terms and conditions of proposed Rule
210(9)(b) of the Consultation Paper dated 20 June 2012 entitled “Proposed Introduction of Mainboard
Listing Rules for Mineral, Oil and Gas Companies”.

2.

I have more than 35 years of international experience in the coal industry including coal mines, properties
and facilities that are substantially similar to the coal mines, properties and facilities described in the ITR.
That experience includes estimation, assessment and evaluation of coal-bearing properties, coal mine
operations, coal preparation plants and feasibility studies related to such matters.

3.

I am a Qualified Professional Member of the Mining and Metallurgical Society of America (MMSA) and I
hold Member Number 01404QP. MMSA is a self-regulatory organization of mining industry professionals
that:
a.
admits members on the basis of academic qualifications and experience
requires compliance with the organization’s professional standards of competence
b.
requires compliance with a code of professional ethics
c.
has disciplinary powers to suspend or expel a member
d.

4.

I supervised the ITR team described in Section 1.5 of the ITR and I am responsible for the content of the
ITR. I visited and made physical inspections of the properties, facilities and operations described in the
ITR.

5.

I am a Senior Associate of Behre Dolbear Asia, Inc. and I am not a sole practitioner.

6.

I am personally independent of Geo Energy Resources Pte Ltd, Energytama, their affiliates, their
shareholders and their directors.

7.

The sole remuneration for my professional services and the services of my ITR team is in the form of
hourly fees. My compensation is not dependent upon the attainment of any stipulated result, the occurrence
of any subsequent event, or the reporting of any predetermined technical, operational or financial
information that favors Behre Dolbear’s client.

8.

I have no direct or indirect, present or prospective, pecuniary interest in the companies that are the subject
of the ITR or in any of their affiliates and subsidiaries, and I will receive no financial benefits other than the
above hourly fees for professional services.

9.

I have not been found in breach of any relevant rule or law and I am not the subject of any disciplinary
proceeding. I am not the subject of any investigation that might lead to a disciplinary proceeding by any
regulatory authority or any professional association.
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10.

Information in the ITR has been obtained from sources believed to be reliable. The ITR team and I
considered all reasonably available information which has a bearing on the ITR and no facts have been
intentionally disregarded.

11.

The analysis, opinions and conclusions presented in the ITR were developed in accordance with the JORC
Code (as defined in the ITR) and with internationally-accepted coal industry standards for such reporting.
The ITR presents an independent, unbiased professional study of the data presented to me and to the ITR
team.

Faithfully,

Norris E. Brooks, MMSA QP Member 01404QP
Senior Associate and Project Manager
Behre Dolbear Asia, Inc.
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INDEPENDENT TECHNICAL REVIEW OF THE
BUMI ENGGANG KHATULISTIWA
COAL MINE PROJECT IN
EAST KALIMANTAN PROVINCE, INDONESIA
29 MARCH 2012
(“THE ITR”)
APPENDIX 1.0-B
DECLARATIONS OF QUALIFIED PERSON AND CORPORATE DIRECTOR – DONALD K. COOPER
With respect to the attached Independent Technical Review, I, Donald K. Cooper, certify that, to the best of my
knowledge and belief:
1.

I am an Independent Qualified Person in accordance with the terms and conditions of proposed Rule
210(9)(b) of the Consultation Paper dated 20 June 2012 entitled “Proposed Introduction of Mainboard
Listing Rules for Mineral, Oil and Gas Companies”.

2.

I have more than 35 years of international experience in the coal industry including coal mines, properties
and facilities that are substantially similar to the coal mines, properties and facilities described in the ITR.
That experience includes estimation, assessment and evaluation of coal-bearing properties, coal mine
operations, coal preparation plants and feasibility studies related to such matters.

3.

I am a Qualified Professional Member of the Mining and Metallurgical Society of America (MMSA) and I
hold Member Number 01373QP. MMSA is a self-regulatory organization of mining industry professionals
that:
a.
admits members on the basis of academic qualifications and experience
b.
requires compliance with the organization’s professional standards of competence
c.
requires compliance with a code of professional ethics
d.
has disciplinary powers to suspend or expel a member

4.

I was the Senior Advisor to the ITR Project Manager and the ITR team described in Section 1.5 of the ITR.
I reviewed and approved the content of the ITR.

5.

I am not a sole practitioner. I am Chairman of the Board of Directors of Behre Dolbear Asia, Inc. and
Global Director of Coal Services for that company’s parent, the Behre Dolbear Group, Inc.

6.

Behre Dolbear Asia, Inc., its affiliates and I are corporately and personally independent of Geo Energy
Resources Pte Ltd, Energytama, their affiliates, their shareholders and their directors.

7.

The sole remuneration for my professional services and the services of Behre Dolbear Asia, Inc. is in the
form of hourly fees. Neither my compensation nor the compensation of Behre Dolbear Asia, Inc. is
dependent upon the attainment of any stipulated result, the occurrence of any subsequent event, or the
reporting of any predetermined technical, operational or financial information that favors Behre Dolbear’s
client.

8.

Neither I, nor Behre Dolbear Asia, Inc., have any direct or indirect, present or prospective, pecuniary
interest in the companies that are the subject of the ITR or in any of their affiliates and subsidiaries. Neither
I, nor Behre Dolbear Asia, Inc., will receive financial benefits other than the above hourly fees for
professional services.

9.

Neither, I nor Behre Dolbear Asia, Inc., has not been found in breach of any relevant rule or law and we are
not the subject of any disciplinary proceeding. Neither I, nor Behre Dolbear Asia, Inc., is the subject of any
investigation that might lead to a disciplinary proceeding by any regulatory authority or any professional
association.
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10.

Information in this ITR has been obtained from sources believed to be reliable. The ITR team and I
considered all reasonably available information which has a bearing on the ITR and no facts have been
intentionally disregarded.

11.

The analysis, opinions and conclusions presented in the ITR were developed in accordance with the JORC
Code (as defined in the ITR) and with internationally-accepted coal industry standards for such reporting.
The ITR presents an independent, unbiased professional study of the data presented to me, the Project
Manager and the ITR team.

Faithfully,

Donald K. Cooper, MMSA QP Member 01373QP
Chairman, Board of Directors
Behre Dolbear Asia, Inc.
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APPENDIX I
BEK LAND, BEK LICENSES AND BEK SERVICES
Details of the BEK Land
The BEK Land comprises land use/occupancy rights over approximately 728 ha of uncertificated land
located in (i) Kelubaq and Muara Mujan villages in the District of Tering; and (ii) Gadur village of Mook
Manaar Bulatn District, Kutai Barat Regency, East Kalimantan, Indonesia. The land use/occupancy
rights are perpetual subject only to compulsory acquisition by the Indonesian Government based on the
relevant laws, and the land which is the subject of the land use/occupancy rights cannot be encumbered.
Our Group uses the land for our coal production operations.
Details of the BEK Licences
The BEK Licences comprise of licences awarded by the Forestry Services of Kutai Barat Regency and
Port Administration Office in Samarinda. The former licence is a land clearance and logging permit
(Izin Penebangan Kayu) and the latter licence is for the recommendation for special terminal (Terminal
Khusus).
Details of the BEK Services
The details of the BEK Services are as set out in the table below:
Type / Nature of Service

Period of Service

The procurement and facilitation of general survey activities, exploration
activities (comprising activities of exploration management, position
determination, mapping, geology and geophysics, geotechnical and/or
exploration drilling and sampling), feasibility study activities (comprising
environmental impact analysis, feasibility study drafting) and other
coal mine planning activities required for the purpose of facilitating the
business operational readiness of BEK’s coal production operations.

From 10 February 2011 to the
date of the Deed of Payment

The procurement and facilitation of the fulfilment of the relevant
regulatory requirements in Indonesia and the procurement of BEK’s
Production IUP (including the licenses and permits set out in Schedule
A).

From 9 May 2011 to the date of
the Deed of Payment

The procurement and facilitation of a JORC report for the purpose of
volumic analysis of the coal reserves / resources located in the BEK
Concession Area.

From 7 June 2011 to the date
of the Deed of Payment

The procurement and facilitation of BEK as an asset for transfer to the
Group including the sourcing of the asset, the negotiations with the
selling shareholders of BEK, and the management of local community
matters related to the exploitation of coal resources in Indonesia.

From 9 May 2011 to the date of
the Deed of Payment

The procurement and facilitation of a Valuation Report for the purpose of
ascertaining the value of the business of BEK.

From 7 June 2011 to the date
of the Deed of Payment

The facilitation of the acquisition / rental of relevant land parcels relevant
to the BEK’s coal production operations (as set out in Schedule A).

From 9 May 2011 to the date of
the Deed of Payment

I-1

Mardani

Kosasi

14 October 2010

7 October 2010

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 044/
MDN-SD/X/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 042/KSSS/X/10

Agreement of coal mining, 6 September 2010 H. Syahlan HS
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi (Perjanjian
Pertambangan Batu Bara
, Pemanfaatan Tanah dan
Sewa Menyewa Tanah/
Lahan di KP CV. Transisi
Energi) No. 030/HS-S/IX/10

2.

3.

4.

Registered Owner and
Lessor
Asmuni

Date

Agreement of Coal Mining, 12 November 2010
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 045/
RT-S/XI/10

Document

1.

No.

J-1

SBJ

SBJ

SBJ

SBJ

Lessee

Tenure

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

As at the Latest Practicable Date, the details of the land leases of our Group are as follows:-
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Not applicable

Not applicable

Not applicable

Not applicable

Expiry Date

1,445.189 m²

2,543.388 m²

14,400 m²

15,000 m²

Acreage

Lok Bahu District,
Samarinda Ulu

Lok Bahu District,
Samarinda Ulu

RT 15 Loa Bahu
Distr ict, Sungai
Kujang Samarinda

RT 15 Lok Bahu
District, Samarinda
R e g e n c y,
East
Kalimantan Province

Location

Document

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 012/
SPT-S/VII/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 011/
RT-S/VII/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land
in KP CV.
Transisi Energi No. 006/
HS-S/VI/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energy No. 020/
HSN-SD/III/11

No.

5.

6.

7.

8.

17 March 2011

Supian Nur

H. Syahlani HS

This plot of land is
a state asset that
may be utilised for
the development of
government facility to
address the interest of
the society particularly
in Karang Mulya and Lok
Bahu District in general

3 July 2010

17 June 2010

Suparti

Registered Owner and
Lessor

9 July 2010

Date

J-2

SBJ

3 years

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

SBJ

SBJ

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Tenure

SBJ

Lessee
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17 March 2014

7,104.020 m²

4,772 m²

2,759 m²

Not applicable

Not applicable

6,077 m²

Acreage

Not applicable

Expiry Date

Pal Besi RT. 52 Loa
Bakung
Sungai
Kujang Distr ict,
Samarinda

Lok Bahu Distri

Jl. Karang Mulya
I RT. 18 Lok Bahu
District

Jl. Karang Mulia RT
18 Lok Bahu District,
Samarinda Ulu

Location

Document

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 019/HDSD/III/11

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 017/LRSD/III/11

Agreement of coal mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 015/JKSSD/II/11

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 012/ SNSD/I/11

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 013/SNSD/I/11

No.

9.

10.

11.

12.

13.

H. Ramli

Sani Sadri

27 January 2011

25 January 2011

Suria Saleh

La Irokona

Hidayat

Registered Owner and
Lessor

19 February 2011

1 March 2011

15 March 2011

Date

J-3

SBJ

SBJ

SBJ

SBJ

SBJ

Lessee

3 years

2 years

3 years

3 years

3 years

Tenure
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25 January
2014

26 January
2013

19 February
2014

1 March 2014

15 March 2014

Expiry Date

RT 52 Loa Bakung
Distr ict, Sungai
Kujang, Samarinda

Pal Besi RT. 01 a
Loa Bakung, Sungai
Kujang sub district,
Samarinda

Location

3,005.759 m²

Jl. BBE Loa Bakung
District
Sungai
Kujang Regency,
Samarinda

15,167.121 m² Jl. Pal Besi RT. 52
Loa Bakung District,
Sungai
Ku j a n g ,
Samarinda

16,340.596 m² RT 52 Loa Bakung
Sungai
Ku j a n g ,
Samarinda

6,836.125
m²

4,363.879 m²

Acreage

H. Ideham HS

Abidin bin Tarmidi

Agreement of Coal Mining, 30 December 2010
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 077/
IDHM-SD/XII/10

Agreement of Coal Mining, 30 December 2010
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 076/
ABD-SD/XII/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 015/ISMSD/VII/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 027/
SPD-S/VII/10

16.

17.

18.

25 August 2010

16 July 2010

Saripuddin

Ismail KS

Nurdiansyah

15.

14 January 2011

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 005/
NRSY-SD/I/11

14.

Registered Owner and
Lessor

Document

No.

Date

J-4

SBJ

SBJ

SBJ

SBJ

SBJ

Lessee

3 years

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

3 years

3 years

2 years

Tenure

APPENDIX J
DETAILS OF OUR LAND LEASES

25 August 2013

Not applicable

30 December
2013

30 December
2013

14 January
2013

Expiry Date

Lobang Tiga RT 9
Loa Bakung District,
Sungai
Ku j a n g
Regency, Samarinda

Location

Lobang Tiga RT 52
Loa Bakung District,
Sungai
Ku j a n g
Regency, Samarinda

Pal Besi RT 52 Loa
Bakung Distr ict,
Sungai
Ku j a n g
Regency, Samarinda

17,453.092 m² RT 52 Loa Bakung
Distr ict, Sungai
Kujang Regency,
Samarinda

6,924 m²

5,292.976 m²

13,181.689 m² Jl. Padat Karya/
Lobang Tiga RT 48
Loa Bakung District,
Sungai
Ku j a n g
Regency, Samarinda

3,671.430 m²

Acreage

Document

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 002/JHRSD/VI/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 004/JHRSD/VI/10

Agreement of Coal Mining,
Land Utilization and Land
Lease/Land in KP CV.
Transisi Energi No. 001/SHSD/VI/10

No.

19.

20.

21.

Hj. Djachora binti Matali

Hj. Djachora binti Matali

Hadidjah binti Matali
(a.k.a Siti Hadijah)

14 June 2010

10 June 2010

Registered Owner and
Lessor

14 June 2010

Date

J-5

SBJ

SBJ

SBJ

Lessee

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Valid until no more coal could
be produced from the land or no
longer feasible for mining activity

Tenure
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Not applicable

Not applicable

Not applicable

Expiry Date

4,291 m²

7,083 m²

4,865 m²

Acreage

Jl. Pal Besi RT. 09
Loa Bakung District,
Samarinda Ulu

Pal Besi RT 52 Loa
Bakung Distr ict,
Samarinda Ulu

Pal Besi RT 09 Loa
Bakung Distr ict,
Samarinda Ulu

Location

APPENDIX K
TERMS, CONDITIONS AND PROCEDURES FOR APPLICATIONS
You are invited to apply and subscribe for the Invitation Shares at the Invitation Price, subject to the
following terms and conditions:
1.

YOUR APPLICATION MUST BE MADE IN LOTS OF 1,000 INVITATION SHARES OR INTEGRAL
MULTIPLES THEREOF. YOUR APPLICATION FOR ANY OTHER NUMBER OF NEW SHARES
WILL BE REJECTED.

2.

Your application for the Offer Shares may be made by way of printed WHITE Offer Shares
Application Forms or by way of applications through ATMs of the Participating Banks (“ATM
Electronic Applications”) or through Internet Banking websites of the relevant Participating Banks
(“Internet Electronic Applications”, which together with ATM Electronic Applications, shall be
referred to as “Electronic Applications”).
Your application for the Placement Shares may only be made by way of printed BLUE Placement
Shares Application Forms.
YOU MAY NOT USE CPF FUNDS TO APPLY FOR THE SHARES.

3.

You are allowed to submit only one application in your own name for the Offer Shares or the
Placement Shares.
If you submit an application for the Offer Shares by way of an Application Form, you MAY
NOT submit another application for the Offer Shares by way of an Electronic Application
and vice versa. Such separate applications shall be deemed to be multiple applications
and will be liable to be rejected at the discretion of our Company, except in the case of
applications by approved nominee companies, where each application is made on behalf of
a different beneficiary.
If you submit an application for the Offer Shares by way of an ATM Electronic Application,
you MAY NOT submit another application for the Offer Shares by way of an Internet
Electronic Application and vice versa. Such separate applications shall be deemed to be
multiple applications and shall be rejected.
If you, not being an approved nominee company, have submitted an application for the Offer
Shares in your own name, you should not submit any other application for the Offer Shares,
whether by way of an Application Form or by way of an Electronic Application, for any other
person. Such separate applications shall be deemed to be multiple applications and will be
liable to be rejected at the discretion of our Company.
You are allowed to submit only one application in your own name for the Placement Shares.
Any separate application by you for the Placement Shares are deemed to be multiple
applications and the Company has the discretion whether to accept or reject such multiple
applications.
If you, being other than an approved nominee company, have submitted an application
for Placement Shares in your own name, you should not submit any other application for
Placement Shares for any other person. Such separate applications shall be deemed to be
multiple applications and will be liable to be rejected at the Company’s discretion.
If you have made an application for Placement Shares, and you have also made a separate
application for Offer Shares, either by way of an Application Form or through an Electronic
Application, the Company shall have the discretion to either (i) reject both of such separate
application or (ii) accept any one (but not the other) out of such separate applications.
Conversely, if you have made an application for Offer Shares either by way of an Application
Form or through an Electronic Application, and you have also made a separate application
for Placement Shares, the Company shall have the discretion to either (i) reject both of
such separate application or (ii) accept any one (but not the other) out of such separate
applications.
K-1

APPENDIX K
TERMS, CONDITIONS AND PROCEDURES FOR APPLICATIONS
Joint applications shall be rejected. Multiple applications for Invitation Shares shall be liable
to be rejected at the discretion of our Company. If you submit or procure submissions of
multiple share applications (whether for the Offer Shares, the Placement Shares or both
the Offer Shares and the Placement Shares), you may be deemed to have committed an
offence under the Penal Code, Chapter 224 of Singapore and the Securities and Futures Act,
Chapter 289 of Singapore, and your applications may be referred to the relevant authorities
for investigation. Multiple applications or those appearing to be or suspected of being
multiple applications will be liable to be rejected at the discretion of our Company.
4.

We will not accept applications from any person under the age of 21 years, undischarged
bankrupts, sole proprietorships, partnerships or non-corporate bodies, joint Securities Account
holders of CDP and from applicants whose addresses (as furnished in their Application Forms or,
in the case of Electronic Applications, contained in the records of the relevant Participating Banks,
as the case may be) bear post office box numbers. No person acting or purporting to act on behalf
of a deceased person is allowed to apply under the Securities Account with CDP in the deceased
name at the time of application.

5.

We will not recognise the existence of a trust. Any application by a trustee or trustees must be
made in his/her/their own name(s) and without qualification or, where the application is made by
way of an Application Form by a nominee, in the name(s) of an approved nominee company or
approved nominee companies after complying with paragraph 6 below.

6.

WE WILL ONLY ACCEPT APPLICATIONS FROM APPROVED NOMINEE COMPANIES.
Approved nominee companies are defined as banks, merchant banks, finance companies,
insurance companies, licensed securities dealers in Singapore and nominee companies controlled
by them. Applications made by persons acting as nominees other than approved nominee
companies shall be rejected.

7.

IF YOU ARE NOT AN APPROVED NOMINEE COMPANY, YOU MUST MAINTAIN A SECURITIES
ACCOUNT WITH CDP IN YOUR OWN NAME AT THE TIME OF YOUR APPLICATION. If you do
not have an existing Securities Account with CDP in your own name at the time of your application,
your application will be rejected (if you apply by way of an Application Form), or you will not be
able to complete your Electronic Application (if you apply by way of an Electronic Application).
If you have an existing Securities Account with CDP but fail to provide your Securities Account
number or provide an incorrect Securities Account number in Section B of the Application Form or
in your Electronic Application, as the case may be, your application is liable to be rejected. Subject
to paragraph 8 below, your application shall be rejected if your particulars such as name, NRIC/
passport number, nationality, permanent residence status and CDP Securities Account number
provided in your Application Form, or in the case of an Electronic Application, contained in the
records of the relevant Participating Bank at the time of your Electronic Application, as the case
may be, differ from those particulars in your Securities Account as maintained with CDP. If you
have more than one individual direct Securities Account with CDP, your application shall be
rejected.

8.

If your address as stated in the Application Form or, in the case of an Electronic
Application, contained in the records of the relevant Participating Bank, as the case may
be, is different from the address registered with CDP, you must inform CDP of your updated
address promptly, failing which the notification letter on successful allotment and other
correspondences from CDP will be sent to your address last registered with CDP.
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9.

Our Company reserves the right to reject any application which does not conform strictly to
the instructions set out in the Application Forms and in this Prospectus or which does not
comply with the instructions for Electronic Applications or with the terms and conditions
of this Prospectus or, in the case of an application by way of an Application Form, which
is illegible, incomplete, incorrectly completed or which is accompanied by an improperly
drawn up or improper form of remittance. Our Company further reserves the right to treat as
valid any applications not completed or submitted or effected in all respects in accordance
with the instructions set out in the Application Forms or the instructions for Electronic
Applications or the terms and conditions of this Prospectus, and also to present for
payment or other processes all remittances at any time after receipt and to have full access
to all information relating to, or deriving from, such remittances or the processing thereof.

10.

Our Company reserves the right to reject or accept, in whole or in part, or to scale down or to
ballot any application, without assigning any reason thereof, and no enquiry and/or correspondence
on our decision of our Company will be entertained. This right applies to applications made by way
of Application Forms and by way of Electronic Applications. In deciding the basis of allotment which
shall be at our discretion, due consideration will be given to the desirability of allotting the Invitation
Shares to a reasonable number of applicants with a view to establishing an adequate market for
our Shares.

11.

Share certificates will be registered in the name of CDP or its nominee and will be forwarded only
to CDP. It is expected that CDP will send to you, at your own risk, within 15 Market Days after the
close of the Application List, a statement of account stating that your Securities Account has been
credited with the number of Invitation Shares allotted to you. This will be the only acknowledgement
of application monies received and is not an acknowledgement by our Company. You irrevocably
authorise CDP to complete and sign on your behalf as transferee or renouncee any instrument of
transfer and/or other documents required for the issue or transfer of the Invitation Shares allotted
to you. This authorisation applies to applications made by way of Application Forms and by way of
Electronic Applications.

12.

In the event of an under-subscription for the Offer Shares as at the close of the Application List,
that number of Offer Shares under-subscribed shall be made available to satisfy applications for
the Placement Shares to the extent that there is an over-subscription for the Placement Shares as
at the close of the Application List.
In the event of an under-subscription for the Placement Shares as at the close of the Application
List, that number of Placement Shares under-subscribed shall be made available to satisfy
applications for the Offer Shares to the extent that there is an over-subscription for the Offer
Shares as at the close of the Application List.
In the event of an over-subscription for Offer Shares as at the close of the Application List and/
or the Placement Shares are fully subscribed or over-subscribed as at the close of the Application
List, the successful applications for the Offer Shares will be determined by ballot or otherwise
as determined by our Directors after consultation with CGS, and approved by the SGX-ST (if
required).
In all of the above instances, the basis of allotment of the Invitation Shares as may be decided
upon by our Directors in ensuring a reasonable spread of shareholders of our Company, shall be
made public, as soon as practicable, via an announcement through the SGX-ST and through a
paid advertisement in a local newspaper.

13.

You irrevocably authorise CDP to disclose the outcome of your application, including the number
of Invitation Shares allotted to you pursuant to your application, to us, the Issue Manager, the
Vendors, the Joint Underwriters and the Joint Placement Agents and, any other parties so
authorised by the foregoing persons.
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14.

Any reference to “you” or the “Applicant” in this section shall include an individual, a corporation,
an approved nominee company and trustee applying for the Offer Shares by way of an Application
Form or by way of an Electronic Application, or applying for the Placement Shares by way of a
Placement Shares Application Form.

15.

By completing and delivering an Application Form or by making and completing an Electronic
Application (in the case of an ATM Electronic Application) by pressing the “Enter” or “OK” or
“Confirm” or “Yes” key or any other relevant key on the ATM (as the case may be) or by (in the case
of an Internet Electronic Application) clicking “Submit” or “Continue” or “Yes” or “Confirm” or any
other relevant button on the IB website screen of the relevant Participating Banks (as the case may
be) in accordance with the provisions of this Prospectus, you:-

16.

(a)

irrevocably offer, agree and undertake to subscribe for the number of Invitation Shares
specified in your application (or such smaller number for which the application is accepted)
at the Invitation Price for each Invitation Share and agree that you will accept such Invitation
Shares as may be allotted to you, in each case on the terms of, and subject to the conditions
set out in this Prospectus and the Memorandum and Articles of Association of our Company;

(b)

warrant the truth and accuracy of the information contained, and representations and
declarations made, in your application, and acknowledge and agree that such information,
representations and declarations will be relied on by our Company in determining whether to
accept your application and/or whether to allot any Invitation Shares to you;

(c)

agree that in the event of any inconsistency between the terms and conditions for application
set out in this Prospectus and those set out in the IB websites or ATMs of the relevant
Participating Banks, the terms and conditions set out in this Prospectus shall prevail;

(d)

agree that the aggregate Invitation Price for the Invitation Shares applied for is due and
payable to our Company upon application; and

(e)

agree and warrant that, if the laws of any jurisdictions outside Singapore are applicable to
your application, you have complied with all such laws and none of our Company, the Issue
Manager, the Joint Underwriters and/or the Joint Placement Agents will infringe any such
laws as a result of the acceptance of your application.

Our acceptance of applications will be conditional upon, inter alia, our Company being satisfied
that:(a)

permission has been granted by the SGX-ST to deal in and for quotation of all our existing
Shares (including the Vendor Shares) and the New Shares on the Official List of the SGXST;

(b)

the Management and Underwriting Agreement and the Placement Agreement referred
to in the section “General and Statutory Information” of this Prospectus have become
unconditional and have not been terminated or cancelled prior to such date as we may
determine; and

(c)

the Authority has not served a stop order which directs that no further shares to which this
Prospectus relates be allotted and/or allocated.

17.

We will not hold any application in reserve.

18.

We will not allot shares on the basis of this Prospectus later than six months after the date of
registration of this Prospectus by the SGX-ST acting as agent on behalf of the Authority.

19.

Additional terms and conditions for applications by way of Application Forms are set out below.
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20.

Additional terms and conditions for applications by way of Electronic Applications are set out below.

21.

CDP shall not be liable for any delays, failures or inaccuracies in the recording storage or in the
transmission or delivery of data relating to Electronic Applications.

ADDITIONAL TERMS AND CONDITIONS FOR APPLICATIONS USING APPLICATION FORMS
You shall make an application by way of an Application Form on and subject to the terms and conditions
of this Prospectus including but not limited to the terms and conditions appearing below as well as those
set out in the section “Terms, Conditions And Procedures For Applications” as well as the Memorandum
and Articles of Association of our Company.
1.

Your application for the Offer Shares must be made using the WHITE Application Forms for Offer
Shares and WHITE official envelopes “A” and “B” for Offer Shares, and the BLUE Application
Forms for Placement Shares accompanying and forming part of this Prospectus.
We draw your attention to the detailed instructions contained in the respective Application Forms
and this Prospectus for the completion of the Application Forms which must be carefully followed.
Our Company reserves the right to reject applications which do not conform strictly to
the instructions set out in the Application Forms and this Prospectus or to the terms and
conditions of this Prospectus or which are illegible, incomplete, incorrectly completed or
which are accompanied by improperly drawn remittances or improper form of remittances.

2.

Your Application Forms must be completed in English. Please type or write clearly in ink using
BLOCK LETTERS.

3.

All spaces in the Application Forms, except those under the heading “FOR OFFICIAL USE
ONLY”, must be completed and the words “NOT APPLICABLE” or “N.A.” should be written in
any space that is not applicable.

4.

Individuals, corporations, approved nominee companies and trustees must give their names in full.
You must make your application, in the case of individuals, in your full names as they appear in
your identity card (if applicants have such identification documents) or in your passport and, in the
case of corporations, in your full names as registered with a competent authority. If you are not an
individual, you must complete the Application Form under the hand of an official who must state
the name and capacity in which he signs the Application Form. If you are a corporation completing
the Application Form, you are required to affix your Common Seal (if any) in accordance with
your Memorandum and Articles of Association or equivalent constitutive documents. If you are a
corporate applicant and your application is successful, a copy of your Memorandum and Articles
of Association or equivalent constitutive documents must be lodged with our Company’s Share
Registrar and Share Transfer Office. Our Company reserves the right to require you to produce
documentary proof of identification for verification purposes.

5.

(a)

You must complete Sections A and B and sign on page 1 of the Application Form.

(b)

You are required to delete either paragraph 7(a) or 7(b) on page 1 of the Application Form.
Where paragraph 7(a) is deleted, you must also complete Section C of the Application Form
with particulars of the beneficial owner(s).

(c)

If you fail to make the required declaration in paragraph 7(a) or 7(b), as the case may be, on
page 1 of the Application Form, your application is liable to be rejected.

6.

You, whether an individual or corporate applicant, whether incorporated or unincorporated
and wherever incorporated or constituted, will be required to declare whether you are a citizen
or permanent resident of Singapore or a corporation in which citizens or permanent residents of
Singapore or any body corporate constituted under any statute of Singapore have an interest in the
aggregate of more than 50 per cent. of the issued share capital of or interests in such corporations.
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If you are an approved nominee company, you are required to declare whether the beneficial owner
of the Invitation Shares is a citizen or permanent resident of Singapore or a corporation, whether
incorporated or unincorporated and wherever incorporated or constituted, in which citizens or
permanent residents of Singapore or any body corporate whether incorporated or unincorporated
and wherever incorporated or constituted under any statute of Singapore have an interest in the
aggregate of more than 50 per cent. of the issued share capital of or interests in such corporation.
7.

Your application must be accompanied by a remittance in Singapore currency for the full amount
payable, in respect of the number of Invitation Shares applied for, in the form of a BANKER’S
DRAFT or CASHIER’S ORDER drawn on a bank in Singapore, made out in favour of “GEO
ENERGY SHARE ISSUE ACCOUNT” crossed “A/C PAYEE ONLY”, with your name and
address of the applicant written clearly on the reverse side. We will not accept applications
not accompanied by any payment or accompanied by any other form of payment. We will
reject remittances bearing “NOT TRANSFERABLE” or “NON TRANSFERABLE” crossings. No
acknowledgement or receipt will be issued by our Company or the Issue Manager for applications
and application monies received.

8.

Monies paid in respect of unsuccessful applications are expected to be returned (without interest
or any share of revenue or other benefit arising therefrom) to you by ordinary post within 24 hours
of balloting of applications at your own risk. Where your application is rejected or accepted in part
only, the full amount or the balance of the application monies, as the case may be, will be refunded
(without interest or any share of revenue or other benefit arising therefrom) to you by ordinary
post at your own risk within 14 Market Days after the close of the Application List, provided that
the remittance accompanying such application which has been presented for payment or other
processes has been honoured and the application monies have been received in the designated
share issue account. In the event that the Invitation is cancelled by us following the termination of
the Management and Underwriting Agreement and/or the Placement Agreement, the application
monies received will be refunded (without interest or any share of revenue or any other benefit
arising therefrom) to you by ordinary post or telegraphic transfer at your own risk within 5 Market
Days of the termination of the Invitation. In the event that the Invitation is cancelled by us following
the issuance of a stop order by the Authority, the application monies received will be refunded
(without interest or any share of revenue or other benefit arising therefrom) to you by ordinary post
at your own risk within 14 days from the date of the stop order.

9.

Capitalised terms used in the Application Forms and defined in this Prospectus shall bear the
meanings assigned to them in this Prospectus.

10.

By completing and delivering the Application Form, you agree that:(a)

in consideration of our Company having distributed the Application Form to you and agreeing
to close the Application List at 12.00 noon on 17 October 2012 or such other time or date
as our Directors may, in consultation with the Issue Manager, decide:
(i)

your application is irrevocable; and

(ii)

your remittance will be honoured on first presentation and that any application monies
returnable may be held pending clearance of your payment without interest or any
share of revenue or other benefit arising therefrom;

(b)

all applications, acceptances and contracts resulting therefrom under the Invitation shall
be governed by and construed in accordance with the laws of Singapore and that you
irrevocably submit to the non-exclusive jurisdiction of the Singapore courts;

(c)

in respect of the Invitation Shares for which your application has been received and not
rejected, acceptance of your application shall be constituted by written notification and not
otherwise, notwithstanding any remittance being presented for payment by or on behalf of
our Company;
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(d)

you will not be entitled to exercise any remedy of rescission for misrepresentation at any
time after acceptance of your application;

(e)

in making your application, reliance is placed solely on the information contained in this
Prospectus and that none of our Company, the Vendors, the Issue Manager, the Joint
Underwriters, the Joint Placement Agents nor any other person involved in the Invitation
shall have any liability for any information not so contained;

(f)

you consent to the disclosure of your name, NRIC/passport number, address, nationality,
permanent resident status, CDP Securities Account number, CPF Investment Account
number (if applicable) and share application amount to our Share Registrar, CDP, SCCS,
SGX-ST, our Company, the Vendors, the Issue Manager, the Joint Underwriters, the Joint
Placement Agents or other authorised operators; and

(g)

you irrevocably agree and undertake to subscribe for the number of Invitation Shares applied
for as stated in the Application Form or any smaller number of such Invitation Shares that
may be allotted to you in respect of your application. In the event that our Company decides
to allot any smaller number of Invitation Shares or not to allot any Invitation Shares to you,
you agree to accept such decision as final.

Applications for Offer Shares
1.

Your application for Offer Shares MUST be made using the WHITE Offer Shares Application Forms
and WHITE official envelopes “A” and “B”. ONLY ONE APPLICATION should be enclosed in each
envelope.

2.

You must:
(a)

enclose the WHITE Offer Shares Application Form, duly completed and signed, together with
your correct remittance in accordance with the terms and conditions of this Prospectus, in
the WHITE official envelope “A” provided;

(b)

in the appropriate spaces on WHITE official envelope “A”:
(i)
(ii)
(iii)

write your name and address;
state the number of Offer Shares applied for; and
affix adequate Singapore postage;

(c)

seal the WHITE official envelope “A”;

(d)

write, in the special box provided on the larger WHITE official envelope “B” addressed to
Boardroom Corporate Advisory Services Pte Ltd, 50 Raffles Place #32-01 Singapore
Land Tower, Singapore 048623, the number of Offer Shares for which the application is
made; and

(e)

insert WHITE official envelope “A” into WHITE official envelope “B”, seal WHITE official
envelope “B”, and affix adequate Singapore postage on WHITE official envelope “B” (if
dispatching by ordinary post) and thereafter DESPATCH BY ORDINARY POST OR
DELIVER BY HAND, the documents at your own risk, to Boardroom Corporate Advisory
Services Pte Ltd, 50 Raffles Place #32-01 Singapore Land Tower, Singapore 048623,
to arrive by 12.00 noon on 17 October 2012 or such other time as our Company may,
in consultation with the Issue Manager, decide. Local Urgent Mail or Registered Post
must NOT be used. No acknowledgement of receipt will be issued for any application or
remittance received.
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3.

Applications that are illegible, incomplete or incorrectly completed or accompanied by improperly
drawn remittances or improper form of remittance or which are not honoured upon their first
presentation are liable to be rejected.

Applications for Placement Shares
1.

Your application for Placement Shares MUST be made using the BLUE Placement Shares
Application Forms. ONLY ONE APPLICATION should be enclosed in each envelope.

2.

The completed and signed BLUE Placement Shares Application Form and your remittance in
full in respect of the number of Placement Shares applied for (in accordance with the terms and
conditions of this Prospectus) with your name and address written clearly on the reverse side, must
be enclosed and sealed in an envelope to be provided by you. You must affix adequate Singapore
postage on the envelope (if dispatching by ordinary post) and thereafter the sealed envelope
must be DESPATCHED BY ORDINARY POST OR DELIVERED BY HAND, at your own risk, to
Boardroom Corporate Advisory Services Pte Ltd, 50 Raffles Place #32-01 Singapore Land
Tower, Singapore 048623, to arrive by 12.00 noon on 17 October 2012 or such other time
as our Company may, in consultation with the Issue Manager, decide. Local Urgent Mail
or Registered Post must NOT be used. No acknowledgement of receipt will be issued for any
application or remittance received.

3.

Applications that are illegible, incomplete or incorrectly completed or accompanied by improperly
drawn remittances or improper form of remittance or which are not honoured upon their first
presentation are liable to be rejected.

ADDITIONAL TERMS AND CONDITIONS FOR ELECTRONIC APPLICATIONS
The procedures for Electronic Applications are set out on the ATM screens (in the case of ATM Electronic
Applications) and the IB website screens (in the case of Internet Electronic Applications) of the relevant
Participating Banks. For illustration purposes, the procedures for Electronic Applications through
ATMs and the IB website of UOB Group are set out, respectively, in the “Steps for an ATM Electronic
Application through the ATMs of UOB Group” and the “Steps for an Internet Electronic Application
through the IB website of UOB Group” (collectively, the “Steps”) appearing below. The Steps set out
the actions that you must take at an ATM or the IB website of UOB Group to complete an Electronic
Application. Please read carefully the terms of this Prospectus, the Steps and the terms and conditions
for Electronic Applications set out below before making an Electronic Application. Any reference to “you”
or the “applicant” in the “Additional Terms and Conditions for Electronic Applications” and the Steps
shall refer to you making an application for Offer Shares through an ATM or the IB website of a relevant
Participating Bank.
You must have an existing bank account with and be an ATM cardholder of one of the Participating Banks
before you can make an Electronic Application at the ATMs. An ATM card issued by one Participating
Bank cannot be used to apply for Offer Shares at an ATM belonging to other Participating Banks. For an
Internet Electronic Application, you must have an existing bank account with and an IB User Identification
(“User ID”) and a Personal Identification Number/Password (“PIN”) given by a relevant Participating Bank.
The Steps set out the actions that you must take at ATMs or the IB website of UOB Group to complete
an Electronic Application. The actions that you must take at ATMs or the IB websites of other Participating
Banks are set out on the ATM screens or the IB website screens of the relevant Participating Banks.
Upon the completion of your ATM Electronic Application transaction, you will receive an ATM transaction
slip (“Transaction Record”), confirming the details of your Electronic Application. Upon completion of
your Internet Electronic Application, through the IB website of UOB Group, there will be an on-screen
confirmation (“Confirmation Screen”) of the application which can be printed out for your record. The
Transaction Record or your printed record of the Confirmation Screen is for your retention and should not
be submitted with any Application Form.
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You must ensure that you enter your own Securities Account number when using the ATM card
issued to you in your own name. If you fail to use an ATM card issued in your own name or do
not key in your own Securities Account number, your application will be rejected. If you operate a
joint bank account with any of the Participating Banks, you must ensure that you enter your own
Securities Account number when using the ATM card issued to you in your own name. Using your
own Securities Account number with an ATM card which is not issued to you in your own name
will render your ATM Electronic Application liable to be rejected.
You must ensure, when making an Internet Electronic Application, that your mailing address for the
purpose of the application is in Singapore and the application is being made in Singapore and you will be
asked to declare accordingly. Otherwise, your application is liable to be rejected. In connection with this,
you will be asked to declare that you are in Singapore at the time when you make the application.
Your Electronic Application shall be made on the terms and subject to the conditions of this Prospectus
including but not limited to the terms and conditions appearing below and those set out in the section
“Terms, Conditions And Procedures For Applications” as well as the Memorandum and Articles of
Association of our Company.
1.

In connection with your Electronic Application for Offer Shares, you are required to confirm
statements to the following effect in the course of activating the Electronic Application:
(a)

that you have received a copy of this Prospectus (in the case of ATM Electronic
Applications only) and have read, understood and agreed to all the terms and
conditions of application for Offer Shares and this Prospectus prior to effecting the
Electronic Application and agree to be bound by the same;

(b)

that you consent to the disclosure of your name, NRIC/passport number, address,
nationality, permanent resident status, CDP Securities Account number, CPF
investment account number (if applicable) and share application details (the “Relevant
Particulars”) from your account with that relevant Participating Bank to our Share
Registrar, CDP, CPF, SCCS, SGX-ST, our Company, the Vendors, the Issue Manager,
the Joint Underwriters, the Joint Placement Agents or other authorised operators (the
“Relevant Parties”); and

(c)

that this is your only application for Offer Shares and it is made in your own name and
at your own risk.

Your application will not be successfully completed and cannot be recorded as a completed
transaction in the ATM or on the IB website unless you press the “Enter” or “OK” or “Confirm” or
“Yes” key or any other relevant key in the ATM or click “Confirm” or “OK” or “Submit” or “Continue”
or “Yes” or any other relevant button on the IB website screen. By doing so, you signify your
confirmation of each of the above three statements. In respect of statement 1(b) above, your
confirmation by pressing the “Enter” or “OK” or “Confirm” or “Yes” key in the ATM, or clicking “OK”
or “Submit” or “Confirm” or “Continue” or “Yes” or any other relevant button on the internet screen,
shall signify and shall be treated as your written permission, given in accordance with the relevant
laws of Singapore including Section 47(2) of the Banking Act, Chapter 19 of Singapore to the
disclosure by that relevant Participating Bank of the Relevant Particulars to the Relevant Parties.
2.

BY MAKING AN ELECTRONIC APPLICATION, YOU CONFIRM THAT YOU ARE NOT APPLYING
FOR OFFER SHARES AS NOMINEE OF ANY OTHER PERSON AND THAT ANY ELECTRONIC
APPLICATION THAT YOU MAKE IS THE ONLY APPLICATION MADE BY YOU AS BENEFICIAL
OWNER.
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YOU SHALL MAKE ONLY ONE ELECTRONIC APPLICATION FOR OFFER SHARES AND
SHALL NOT MAKE ANY OTHER APPLICATION FOR OFFER SHARES, WHETHER AT
THE ATMS OR THE IB WEBSITES (IF ANY) OF ANY PARTICIPATING BANK OR ON THE
APPLICATION FORMS. IF YOU HAVE MADE AN APPLICATION FOR OFFER SHARES
OR PLACEMENT SHARES ON AN APPLICATION FORM, YOU SHALL NOT MAKE AN
ELECTRONIC APPLICATION FOR OFFER SHARES AND VICE VERSA.
3.

You must have sufficient funds in your bank account with your Participating Bank at the time you
make your Electronic Application, failing which your Electronic Application will not be completed
or accepted. Any Electronic Application which does not conform strictly to the instructions
set out in this Prospectus or on the screens of the ATM or the IB website of the relevant
Participating Bank through which your Electronic Application is being made shall be
rejected.
You may make an ATM Electronic Application at the ATM of any Participating Bank or an Internet
Electronic Application at the IB website of a relevant Participating Bank for Offer Shares using cash
only by authorising such Participating Bank to deduct the full amount payable from your account
with such Participating Bank.

4.

You irrevocably agree and undertake to subscribe for and/or to accept the number of Offer Shares
applied for as stated on the Transaction Record or the Confirmation Screen or any lesser number
of Offer Shares that may be allotted or allocated to you in respect of your Electronic Application. In
the event that our Company decides to allot or allocate any lesser number of such Offer Shares or
not to allot or allocate any Offer Shares to you, you agree to accept such decision as final. If your
Electronic Application is successful, your confirmation (by your action of pressing the “Enter” or
“OK” or “Confirm” or “Yes” key or any other relevant key on the ATM or clicking “Confirm” or “OK”
or “Submit” or “Continue” or “Yes” or any other relevant button on the IB website screen) of the
number of Offer Shares applied for shall signify and shall be treated as your acceptance of the
number of Offer Shares that may be allotted or allocated to you and your agreement to be bound
by the Memorandum and Articles of Association of our Company.

5.

We will not keep any applications in reserve. Where your Electronic Application is unsuccessful,
the full amount of the application monies will be refunded in Singapore currency (without interest or
any share of revenue or other benefit arising therefrom) to you by being automatically credited to
your account with your Participating Bank within 24 hours of balloting provided that the remittance
in respect of such application which has been presented for payment or other processes has been
honoured and the application monies have been received in the designated share issue account.
Trading on a “WHEN ISSUED” basis, if applicable, is expected to commence after such
refund has been made.
Where your Electronic Application is rejected or accepted in part only, the full amount or the
balance of the application monies, as the case may be, will be refunded in Singapore currency
(without interest or any share of revenue or other benefit arising therefrom) to you by being
automatically credited to your account with your Participating Bank within 14 days after the close
of the Application List provided that the remittance in respect of such application which has been
presented for payment or other processes has been honoured and the application monies have
been received in the designated share issue account.
Responsibility for timely refund of application monies from unsuccessful or partially
successful Electronic Applications lies solely with the respective Participating Banks.
Therefore, you are strongly advised to consult your Participating Bank on the status of your
Electronic Application and/or the refund of any monies to you from an unsuccessful or
partially successful Electronic Application, to determine the exact number of Offer Shares
allotted to you before trading the Offer Shares on SGX-ST. You may also call CDP Phone at
6535 7511 to check the provisional results of your application by using your T-pin (issued by
CDP upon your application for the service) and keying in the stock code (that will be made
available together with the results of the allotment via an announcement through the SGXK-10
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ST and by advertisement in a generally circulating daily press). To sign up for the service,
you may contact CDP customer service officers. Neither the SGX-ST, the CDP, the SCCS, the
Participating Banks, our Company, the Vendors, the Issue Manager, the Joint Underwriters
or the Joint Placement Agents assumes any responsibility for any loss that may be incurred
as a result of you having to cover any net sell positions or from buy-in procedures activated
by the SGX-ST.
6.

If your ATM Electronic Application, Internet Electronic Application or mBanking Application is
unsuccessful, no notification will be sent by the relevant Participating Banks.
If you make an ATM Electronic Application through the ATM of the following Participating Banks,
you may check the results of your ATM Electronic Application as follows:
Other Channels
Bank

Telephone

UOB
Group

1800 222 2121

Operating Hours
ATM (Other Transactions —
“IPO Enquiry”)/IB
http://www.uobgroup.com

DBS
Bank

1800 339 6666
(POSB Account
holders)

IB

24 hours a day

(1)

Service
Expected from
Evening of the
balloting day
Evening of the
balloting day

24 hours a day

Evening of the
balloting day

http://www.dbs.com(2)

1800 111 1111
(DBS Account
holders)
OCBC
Bank

1800 363 3333

ATM/Phone Banking/IB
24 hours a day

Evening of the
balloting day

http://www.ocbc.com(3)
Notes:(1)

If you have made your Electronic Application through the ATMs or IB website of UOB Group, you may check the
results of your application through UOB Personal Internet Banking, UOB Group ATMs or UOB PhoneBanking
Services.

(2)

If you have made your Internet Electronic Application through the IB website of DBS or mBanking Application through
the mobile banking interface of DBS Bank, you may check the results of your application through the same channels
listed in the table above in relation to ATM Electronic Applications made at ATMs of DBS Bank.

(3)

If you have made your Electronic Application through the ATMs or the IB website of OCBC Bank, you may check the
results of your application through OCBC Personal Internet Banking, OCBC ATMs or OCBC Phone Banking services.

7.

Electronic Applications shall close at 12.00 noon on 17 October 2012 or such other time as our
Company may, in consultation with the Issue Manager, decide. Subject to paragraph 9 below, an
Internet Electronic Application is deemed to be received only upon its completion, that is, when
there is an on-screen confirmation of the application.

8.

You are deemed to have irrevocably requested and authorised us to:
(a)

register the Offer Shares allotted to you in the name of CDP for deposit into your Securities
Account;

(b)

send the relevant Share certificate(s) to CDP;
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(c)

return or refund (without interest or any share of revenue or other benefit arising therefrom)
the application monies in Singapore currency, should your Electronic Application be
unsuccessful, by automatically crediting your bank account with your Participating Bank with
the relevant amount within 24 hours of balloting of application; and

(d)

return or refund (without interest or any share of revenue or other benefit arising therefrom)
the balance of the application monies in Singapore currency, should your Electronic
Application be accepted in part only, by automatically crediting your bank account with your
Participating Bank with the relevant amount within 14 Market Days of balloting of application.

9.

You irrevocably agree and acknowledge that your Electronic Application is subject to risks of
electrical, electronic, technical and computer-related faults and breakdowns, fires, acts of God and
other events beyond the control of the Participating Banks and if, in any such event, our Company,
the Issue Manager and/or the relevant Participating Bank does not receive your Electronic
Application, or data relating to your Electronic Application or the tape or any other devices
containing such data is lost, corrupted, destroyed or not otherwise accessible, whether wholly or
partially for whatever reason, you shall be deemed not to have made an Electronic Application and
you shall have no claim whatsoever against our Company, the Vendors, the Issue Manager, the
Joint Underwriters and the Joint Placement Agents and/or the relevant Participating Bank for Offer
Shares applied for or for any compensation, loss or damage.

10.

We do not recognise the existence of a trust. Any Electronic Application by a trustee must be
made in his own name(s) and without qualification. Our Company will reject any application by any
person acting as nominee, except those made by approved nominee companies only.

11.

All your particulars in the records of your Participating Bank at the time you make your Electronic
Application shall be deemed to be true and correct and your relevant Participating Bank and the
Relevant Parties shall be entitled to rely on the accuracy thereof. If there has been any change in
your particulars after making your Electronic Application, you shall promptly notify your relevant
Participating Bank.

12.

You should ensure that your personal particulars as recorded by both CDP and the relevant
Participating Bank are correct and identical, otherwise, your Electronic Application is liable
to be rejected. You should promptly inform CDP of any change in address, failing which the
notification letter on successful allotment and other correspondence from the CDP will be sent to
your address last registered with CDP.

13.

By making and completing an Electronic Application, you are deemed to have agreed that:
(a)

(b)

in consideration of our Company making available the Electronic Application facility, through
the Participating Banks acting as our agents, at the ATMs and the IB websites (if any):(i)

your Electronic Application is irrevocable; and

(ii)

your Electronic Application, the acceptance by us and the contract resulting therefrom
under the Invitation shall be governed by and construed in accordance with the
laws of Singapore and you irrevocably submit to the non-exclusive jurisdiction of the
Singapore courts;

neither our Company, the CDP, the Issue Manager nor the Participating Banks shall be
liable for any delays, failures or inaccuracies in the recording, storage or in the transmission
or delivery of data relating to your Electronic Application to us or CDP due to breakdowns
or failure of transmission, delivery or communication facilities or any risks referred to in
paragraph 9 above or to any cause beyond their respective controls;
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(c)

in respect of Offer Shares for which your Electronic Application has been
successfully completed and not rejected, acceptance of your Electronic Application
shall be constituted by written notification by or on behalf of our Company and not
otherwise, notwithstanding any payment received by or on behalf of our Company;

(d)

you will not be entitled to exercise any remedy of rescission or misrepresentation at any time
after acceptance of your application; and

(e)

in making your application, reliance is placed solely on the information contained in this
Prospectus and that neither our Company, the Vendors, the Issue Manager, the Joint
Underwriters and the Joint Placement Agents nor any other person involved in the Invitation
shall have any liability for any information not so contained.

STEPS FOR ELECTRONIC APPLICATIONS THROUGH THE ATMS AND IB WEBSITE OF UOB
GROUP
The instructions for Electronic Applications will appear on the ATM screens and IB website screens of the
respective Participating Banks. For illustration purposes, the steps for making an Electronic Application
through the ATMs or IB website of UOB Group are shown below. Instructions for Electronic Applications
appearing on the ATM screens and the IB website screens (if any) of the relevant Participating Banks
other than UOB Group, may differ from that represented below.
Owing to space constraints on UOB Group’s ATM screen, the following terms will appear in abbreviated
form:
“&”

:

AND

“A/C” and “A/CS”

:

ACCOUNT AND ACCOUNTS, respectively

“ADDR”

:

ADDRESS

“AMT”

:

AMOUNT

“APPLN”

:

APPLICATION

“CDP”

:

THE CENTRAL DEPOSITORY (PTE) LIMITED

“CPF”

:

CENTRAL PROVIDENT FUND

“CPFINVT A/C”

:

CPF INVESTMENT ACCOUNT

“ESA”

:

ELECTRONIC SHARE APPLICATION

“IC/PSSPT”

:

NRIC or PASSPORT NUMBER

“NO” or “NO.”

:

NUMBER

“PERSONAL NO”

:

PERSONAL IDENTIFICATION NUMBER

“REGISTRARS”

:

SHARE REGISTRARS
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“SCCS”

:

SECURITIES CLEARING & COMPUTER SERVICES (PTE) LTD

“UOB/ICB CPFIS”

:

UOB or ICB CPF INVESTMENT SCHEME

“YR”

:

YOUR

Steps for an ATM Electronic Application through ATMs of UOB Group
1

:

Insert your personal Unicard, Uniplus card or UOB VISA/MASTER card and key in your
personal identification number.

2

:

Select “CASHCARD/OTHER TRANSACTIONS”.

3

:

Select “SECURITIES APPLICATION”.

4

:

Select “ESA-FIXED”.

5

:

Select the share counter which you wish to apply for.

6

:

Read and understand the following statements which will appear on the screen:

7

:

—

THIS OFFER OF SECURITIES (OR UNITS OF SECURITIES) WILL BE MADE
IN, OR ACCOMPANIED BY, A COPY OF THE PROSPECTUS/DOCUMENT
OR SUPPLEMENTARY DOCUMENTS. ANYONE WISHING TO ACQUIRE
THESE SECURITIES (OR UNITS OF SECURITIES) WILL NEED TO MAKE AN
APPLICATION IN THE MANNER SET OUT IN THE PROSPECTUS/DOCUMENT OR
SUPPLEMENTARY DOCUMENTS
(Press “ENTER” key to continue)

—

PLEASE CALL 1800 222 2121 IF YOU WOULD LIKE TO FIND OUT WHERE YOU
CAN OBTAIN A COPY OF THE PROSPECTUS/DOCUMENT OR SUPPLEMENTARY
DOCUMENT

—

WHERE APPLICABLE, A COPY OF THE PROSPECTUS/DOCUMENT OR
SUPPLEMENTARY DOCUMENT HAS BEEN LODGED WITH AND REGISTERED
BY THE MONETARY AUTHORITY OF SINGAPORE WHO ASSUMES NO
RESPONSIBILITY FOR ITS CONTENTS OF THE PROSPECTUS/DOCUMENT OR
SUPPLEMENTARY DOCUMENT
(Press “ENTER” key to continue and to confirm that you have read and understood the
above statements)

Read and understand the following terms which will appear on the screen:
—

YOU HAVE READ, UNDERSTOOD & AGREED TO ALL TERMS OF THE
PROSPECTUS/DOCUMENT/SUPPLEMENTARY DOCUMENT AND THIS
ELECTRONIC APPLICATION
(Press “ENTER” key to continue)

—

YOU CONSENT TO DISCLOSE YR NAME, IC/PSSPT, NATIONALITY, ADDR, APPLN
AMT, CPFINVT A/C NO & CDP A/C NO FROM YOUR A/CS TO CDP, CPF, SCCS,
REGISTRARS, SGX-ST AND ISSUER/VENDOR(S)

—

THIS IS YOUR ONLY FIXED PRICE APPLN & IS IN YOUR NAME & AT YOUR RISK
(Press “ENTER” key to continue)
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8

:

Screen will display:
NRIC/Passport No. XXXXXXXXXXXX
IF YOUR NRIC NO/PASSPORT NO IS INCORRECT, PLEASE CANCEL THE
TRANSACTION AND NOTIFY THE BRANCH PERSONALLY.
(Press “CANCEL” or “CONFIRM”)

9

:

Select mode of payment i.e. “CASH ONLY”. You will be prompted to select Cash Account
type to debit (i.e., “CURRENT ACCOUNT/I-ACCOUNT”, “CAMPUS” OR “SAVINGS
ACCOUNT/TX-ACCOUNT”). Should you have a few accounts linked to your ATM card, a list
of linked account numbers will be displayed for you to select.

10

:

After you have selected the account, your CDP Securities Account number will be displayed
for you to confirm or change. (This screen with your CDP Securities Account number will be
shown if your CDP Securities Account number is already stored in the ATM system of UOB).
If this is the first time you are using UOB’s ATM to apply for Shares, the CDP Securities
Account number will not be stored in the ATM system of UOB, and the following screen will
be displayed for your input of your CDP Securities Account number.

11

:

Read and understand the following terms which will appear on the screen:
1.

PLEASE DO NOT APPLY FOR YOUR JOINT A/C HOLDER OR OTHER THIRD
PARTIES

2.

PLEASE USE YOUR OWN ATM CARD

3.

DO NOT KEY IN THE CDP A/C NO. OF YOUR JOINT A/C HOLDER OR OTHER
THIRD PARTIES

4.

KEY IN YOUR CDP A/C NO. (12 DIGITS) 1681-XXXX-XXXX

5.

PRESS ENTER KEY

12

:

Key in your CDP Securities Account number (12 digits) and press the “ENTER” key.

13

:

Select your nationality status.

14

:

Key in the number of Shares you wish to apply for and press the “ENTER” key.

15

:

Check the details of your Electronic Application on the screen and press the “ENTER” key to
confirm your Electronic Application.

16

:

Select “NO” if you do not wish to make further transactions and remove the Transaction
Record. You should keep the Transaction Record for your own reference only.
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Owing to space constraints on UOB Group’s IB website screen, the following terms will appear in
abbreviated form:

“CDP”

:

The Central Depository (Pte) Limited

“CPF”

:

The Central Provident Fund

“NRIC” or “I/C”

:

National Registration Identity Card

“PR”

:

Permanent Resident

“SGD” or “$”

:

Singapore Dollars

“SCCS”

:

Securities Clearing & Computer Services (Pte) Ltd

“SGX-ST”

:

Singapore Exchange Securities Trading Limited

Steps for an Internet Electronic Application through the IB website of UOB Group
Step 1

:

Connect to UOB website at http://www.uobgroup.com.

2

:

Locate the Login icon on the left hand side next to “Internet Banking”.

3

:

Click on Login and at the drop list select “UOB Personal Internet Banking”.

4

:

Enter your Username and Password and click “Submit”.

5

:

Select “Investment Services” (“IPO” should be the default transaction that appears,
click “Application”).

6

:

Read the IMPORTANT notice and complete the declarations found on the bottom of
the page by answering Yes/No to the questions.

7

:

Click “Continue”.

8

:

Select your country of residence (you must be residing in Singapore to apply) and
click “Continue”.

9

:

Select the share counter from the drop list (if there are concurrent IPOs) and click
“Continue”.

10

:

(a)

Check the share counter.

(b)

Select the mode of payment and account number to debit.

(c)

Click “Continue”.

11

:

Read the IMPORTANT instructions and click “Continue” to confirm that:
1.

You have read, understood and agreed to all the terms of this application
and Prospectus/Document or Supplementary Document.

2.

You consent to disclose your name, I/C or passport number, address,
nationality, CDP Securities Account Number, CPF Investment Account
Number (if applicable) and application details to the share registrars, SGX,
SCCS, CDP, CPF Board and issuer/vendor(s).
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12

:

3.

This application is made in your own name, for your own account and at
your own risk.

4.

For FIXED/MAX price share application, this is your only application. For
TENDER price shares application, this is your only application at the
selected tender price.

5.

For FOREIGN CURRENCY securities, subject to the terms of the issue,
please note the following: The application monies will be debited from
your bank account in S$, based on the Bank’s prevailing board rates at
the time of application. The different prevailing board rates at the time of
application and at the time of refund of application monies may result
in either a foreign exchange profit or loss, or application monies may be
debited and refunds credited in S$ at the same exchange rate.

6.

For 1ST-COME-1ST SERVE securities, the number of securities applied for
may be reduced, subject to the availability at the point of application.

Check your personal details, details of the share counter you wish to apply for and
account to debit.
Select:

(a)

“Nationality”;

Enter:

(b)

your CDP Securities Account number; and

(c)

the number of shares applied for.

13

:

Check your personal particulars (name, NRIC/Passport number and nationality),
details of the share counter you wish to apply for, CDP Securities Account number,
account to debit and number of shares applied for.

14

:

Click “Submit”, “Clear” or “Cancel”.

15

:

Print the Confirmation Screen (optional) for your own reference and retention.
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