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APAC Coal Limited
Directors’ report

Directors’ Report

The directors of APAC Coal Limited submit herewith the financial report of APAC Coal Limited and its
subsidiaries (the Group) for the half-year ended 31 December 2014. In order to comply with the
provisions of the Corporations Act 2001, the directors report is as follows:

The names of the directors of the company during or since the end of the half-year are:
Mr. Kuan Yew Lim

Mr. Zane Lewis (appointed 5 December 2014)

Mr. Boon Ban Quah

Mr. Sam Di Giacomo (resigned 5 December 2014)

Review of Operations

Exploration and Development of Coal Mining Activities

As announced on 26 June 2013, APAC Coal Limited (“APAC”) and majority shareholder Magnus
Energy Group Ltd. (“Magnus”), Magnus wholly owned subsidiary Antig Investments Pte Ltd and APAC
(collectively referred to as “Group”) has issued a Notice of Intent to Resolve Investment dispute
through Consultations and Negotiations to the Government of the Republic of Indonesia.

The purpose of the action taken by the Group is to seek recourse under the Agreement between the
Government of the Republic of Singapore and the Government of the Republic of Indonesia on the
Promotion and Protection of Investments and the Agreement between the Government of Australia
and the Government of the Republic of Indonesia concerning the Promotion and Protection of
Investments.

APAC has been in discussions with litigation funders and various lawyers to strategise the best way
forward to communicate with the Government of Indonesia and to fund the full cost of the International
Centre for Settlement of Investment Disputes (ICSID) arbitration through the Business Treaty on the
PPI.

APAC is actively negotiating some potential acquisition targets to bring the company business forward.

The above development may have a material impact upon the Group, and APAC will make further
announcement(s) as and when there are material developments in relation to the aforesaid matter.



APAC Coal Limited
Directors’ report

Auditor’s Independence declaration

The Auditor’'s Independence declaration under s 307C of the Corporations Act 2001 is included on
page 4 of the half-year report.

Signed in accordance with a resolution of directors made pursuant to s.306(3) of the Corporations Act
2001.

On behalf of the Directors

Zane Lewis
Director
Signed at Perth, 16" day of February 2015



MOORE STEPHENS
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Perth WA 6000

PO Box 5785, St Georges Terrace
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AUDITOR’S INDEPENDENCE DECLARATION UNDER
S$307C OF THE CORPORATIONS ACT 2001 TO THE DIRECTORS OF APAC COAL LIMITED

As lead auditor for the review of APAC Coal Limited for the half-year ended 31 December 2014, | declare
that, to the best of my knowledge and belief, there have been:

no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the review; and

no contraventions of any applicable code of professional conduct in relation to the review.

% L] Movle  (TPHEY S

Suan-Lee Tan

Moore Stephens
Partner

Chartered Accountants

Signed at Perth, 16t day of February 2015

Moore Stephens Perth ABN 63 569 263 022. Liability limited by a scheme approved under Professional Standards Legislation. The

Perth Moore Stephens firm is not a partner or agent of any other Moore Stephens firm. An independent member of Moore Stephens
International Limited — members in principal cities throughout the world.
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INDEPENDENT AUDITOR’S REVIEW REPORT TO THE MEMBERS OF
APAC COAL LIMITED AND ITS CONTROLLED ENTITIES

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of APAC Coal Limited which comprises
the consolidated condensed statement of financial position as at 31 December 2014, the consolidated
condensed statement of profit or loss and other comprehensive income, consolidated condensed
statement of changes in equity, the consolidated condensed statement of cash flows for the half-year
ended on that date, notes comprising a summary of significant accounting policies and other
explanatory information and the directors’ declaration.

Directors’ Responsibility for the Half-Year Financial Report

The directors of APAC Coal Limited are responsible for the preparation of the half-year financial report
that gives a true and fair view in accordance with Australian Accounting Standards (including
Australian Accounting Interpretations) and the Corporations Act 2001 and for such internal control as
the directors determine is necessary to enable the preparation of the half-year financial report that is
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410:
Review of a Financial Report Performed by the Independent Auditor of the Entity, in order to state
whether, on the basis of the procedures described, we have become aware of any matter that makes
us believe that the half-year financial report is not in accordance with the Corporations Act 2001
including: giving a true and fair view of APAC Coal Limited’s financial position as at 31 December 2014
and its performance for the half-year ended on that date; and complying with Accounting Standard
AASB 134: Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of
APAC Coal Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the
audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, 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 Australian Auditing Standards
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.

Moore Stephens Perth ABN 63 569 263 022. Liability limited by a scheme approved under Professional Standards Legislation. The
Perth Moore Stephens firm is not a partner or agent of any other Moore Stephens firm. An independent member of Moore

Stephens International Limited — members in principal cities throughout the world.
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Independence

In conducting our review, we have complied with the independence requirements of the Corporations
Act 2001. We confirm that the independence declaration required by the Corporations Act, which has
been given to the directors of APAC Coal Limited, would be in the same terms if provided to the
directors as at the time of this auditor’s review report.

Basis for Qualified Conclusion

As described in Note 10 and the Directors’ Report (Review of Operations), the Company’s legal
ownership interest in PT Batubara Selaras Sapta, the subsidiary entity holding the tenements to which
the consolidated entity’s capitalised exploration and evaluation costs relates, remains in dispute. The
ability of the consolidated entity to continue carrying these capitalised costs or to realise these costs
through future development or sale is largely dependent on the successful outcome of the proceedings
referred to in Note 10 and the Directors’ Report. As the ultimate outcome of this matter cannot
presently be determined, any impairment to the capitalised costs and the provision for any liability may
have a significant consequential effect on the net assets of the consolidated entity as at 31 December
2014 and the results of the consolidated entity for the financial period then ended.

Except for the effects of the matter described above, based on our review which is not an audit, we
have not become aware of any matter that makes us believe that the half-year financial report of APAC
Coal Limited and its controlled entities is not in accordance with the Corporations Act 2001 including:

(i) giving a true and fair view of the consolidated entity’s financial position as at 31 December
2014 and of its performance for the half-year ended on that date; and

(i) complying with Accounting Standard AASB 134: Interim Financial Reporting and the
Corporations Regulations 2001.

%/ L Z,, /407/7&-’ (Tprev S

Suan-Lee Tan Moore Stephens
Partner Chartered Accountants

Signed at Perth, 16" day of February 2015

Moore Stephens Perth ABN 63 569 263 022. Liability limited by a scheme approved under Professional Standards Legislation. The
Perth Moore Stephens firm is not a partner or agent of any other Moore Stephens firm. An independent member of Moore

Stephens International Limited — members in principal cities throughout the world.



Directors’ declaration

The directors declare that:

In accordance with a resolution of the directors of APAC Coal Limited, the directors of the company
declare that:

The financial statements and notes, as set out on pages 8 to 13, are in accordance with the
Corporations Act 2001, including:

a. complying with Accounting Standard AASB 134: Interim Financial Reporting; and

b. giving a true and fair view of the consolidated entity’s financial position as at 31 December 2014
and of its performance for the half-year ended on that date.

In the directors’ opinion there are reasonable grounds to believe that the company will be able to pay
its debts as and when they become due and payable.

Signed in accordance with a resolution of the directors made pursuant to s.303(5) of the Corporations
Act 2001.

On behalf of the Directors

Zane Lewis

Director

Signed at Perth, 16" day of February 2015
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Condensed Consolidated Statement of Profit or Loss and Other
Comprehensive Income for the Half Year ended 31 December 2014

Revenue

Other operating income
Administration expenses
Travel and accommodation
Finance costs

Personnel expenses

Foreign exchange gain/(loss)
Professional fees
Management fees
Depreciation expense

Profit/(loss) before tax
Income tax expense

Profit/(loss) for the period

Other comprehensive income for this period
Items that may be reclassified subsequently to
profit or loss

Exchange differences arising on translation of
foreign operations

Other comprehensive income for the period (net of
tax)

Total comprehensive income for this period

Profit/(loss) attributable to:
Members of the parent entity

Total comprehensive income attributable to:
Members of the parent entity

Earnings/(loss) per share
Basic and diluted (cents per share)

Consolidated

Note 31.12.2014 31.12.2013
A$ A$

49,302 100,822

(31,889) (42,538)

- (20,833)

(408) (337)

(40,504) (88,263)

229,131 (481,726)

(91,615) (23,706)

(101,200) (90,000)

(234) (605)

12,583 (647,186)

3 12,583 (647,186)

(243,067) 358,167

(243,067) 358,167

(230,484) (289,019)

12,583 (647,186)

(230,484) (289,019)

0.01 (0.26)

Notes to the condensed consolidated financial statements are included on pages 11 to 13



Condensed Consolidated Statement of Financial Position

as at 31 December 2014

Current assets

Cash and cash equivalents
Trade and other receivables
Total current assets

Non-current assets

Property, Plant & Equipment
Intangibles— exploration & evaluation
assets

Total non-current assets
Total assets

Current liabilities
Trade and other payables
Total current liabilities

Total liabilities
Net assets

Equity

Issued capital
Reserves
Accumulated losses
Total equity

Note

10

Notes to the condensed consolidated financial statements are included on pages 11 to 13

APAC Coal Limited
Condensed consolidated statement of financial position

Consolidated

31.12.2014  30.06.2014
A$ A$

1,475 20,249
1,292,502 1,560,055
1,293,977 1,580,304
699 845
802,188 737,906
802,887 738,751
2,096,864 2,319,055
208,968 200,675
208,968 200,675
208,968 200,675
1,887,896 2,118,380
6,394,067 6,394,067
365,936 609,003

(4,872,107)  (4,884,690)
1,887,896 2,118,380




APAC Coal Limited
Condensed consolidated statement of changes in equity and condensed consolidated statement of cash

flows

Condensed Consolidated Statement of Changes in Equity for the Half-Year

ended 31 December 2014

Balance at 1 July 2013

Net loss for the period
Exchange differences

Total comprehensive income for
the period

Balance at 31 December 2013

Balance at 1 July 2014

Net profit for the period
Exchange differences

Total comprehensive income for
the period

Balance at 31 December 2014

Foreign
Issued currenc Accumulated ;
capital translatign losses Total equity
reserves
A$ AS$ A$ A$
6,394,067 165,864 (4,097,871) 2,462,060
- - (647,186) (647,186)
- 358,167 - 358,167
- 358,167 (647,186) (289,019)
6,394,067 524,031 (4,745,057) 2,173,041
6,394,067 609,003 (4,884,690) 2,118,380
- 12,583 12,583
- (243,067) - (243,067)
- (243,067) 12,583 (230,484)
6,394,067 365,936 (4,872,107) 1,887,896

Condensed Consolidated Statement of Cash Flows for the Half-Year ended 31

December 2014

Cash flows from operating activities
Payments to suppliers and employees
Interest and other costs of finance paid
Net cash used in operating activities

Cash flows from investing activities
Loans from parent entity

Interest received

Net investing generated from investing

Cash flows from financing activities
Net cash used in financing activities

Net decrease in cash and cash equival

activities

ents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Consolidated

Note 31.12.2014  31.12.2013
A% A$

(72,036) (133,941)

(408) (337)

(72,444) (134,278)

53,669 -

1 2,285

53,670 2,285

5 ; ;

(18,774) (131,993)

20,249 173,256

1,475 41,263

Notes to the condensed consolidated financial statements are included on pages 11 to 13
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APAC Coal Limited
Notes to the financial statements

Notes to the Condensed Financial Statements

1.

Significant accounting policies
Statement of compliance

The half-year financial report is a general purpose financial report prepared in accordance with
the Corporations Act 2001 and AASB 134 Interim Financial Reporting. Compliance with AASB
134 ensures compliance with International Financial Reporting Standard IAS 34 Interim Financial
Reporting. The half-year report does not include notes of the type normally included in an annual
financial report and shall be read in conjunction with the most recent annual financial report.

Basis of preparation

The condensed consolidated financial statements have been prepared on the basis of historical
cost, except for the revaluation of certain non-current assets and financial instruments. Cost is
based on the fair values of the consideration given in exchange for assets. All amounts are
presented in Australian dollars, unless otherwise noted.

The accounting policies and methods of computation adopted in the preparation of the half-year
financial report are consistent with those adopted and disclosed in the company’s 2014 annual
financial report for the financial year ended 30 June 2014, except for the impact of the Standards
and Interpretations described below. These accounting policies are consistent with Australian
Accounting Standards and with International Financial Reporting Standards.

The Group has adopted all of the new and revised Standards and Interpretations issued by the
Australian Accounting Standards Board (AASB) that are relevant to their operations and effective
for the current reporting period.

New and revised accounting requirements applicable to the current interim period

The Group has considered the implications of the new or amended Accounting Standards
applicable to the Group for the first time in the current half-year reporting period 1 July 2014 to 31
December 2014 but determined that their application to the financial statements is either not
relevant or not material.

11



APAC Coal Limited
Notes to the financial statements

Segment Information
The Consolidated Entity operates in one operating segment and one geographical segment, being

mineral exploration in Indonesia. This is the basis on which internal reports are provided to the
directors for assessing performance and determining the allocation of resources within the Group.

Results for the period

The following expense items are relevant in explaining the financial performance for the interim
period:

Jul-Dec Jul-Dec

2014 2013
A$ A$
Foreign exchange (gain)/loss (229,131) 481,726
Personnel costs 40,504 88,263
Professional and legal fees 91,615 23,706
Related party transactions — Management fees 101,200 90,000

Issuances, repurchases and repayments of equity securities

Issued capital as at 31 December 2014 amounted to A$6,394,067 (249,705,637 ordinary shares).
There were no movements in the issued capital of the Group in either the current or the prior
interim reporting periods.

Borrowings

During the period, there were no outstanding loans or borrowings.

Contingent liabilities and commitments

At the last annual reporting date, the Group did not have any contingent liabilities. There has been
no material change in contingent liabilities of the Group during the half year.

The Group has no capital or expenditure commitments as at the end of the reporting period.
Key management personnel

Remuneration arrangements of key management personnel are disclosed in the annual financial
report.

Subsequent events

Other than as disclosed in the Directors’ Report and various public announcements to the
Australian Stock Exchange since 1 January 2015, there were no significant events occurring after
the end of the reporting period.

Dividends

There were no dividends declared or paid during the reporting period.

12
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10. Exploration, Evaluation and Development

As a result of the suspension of exploration activities, no work has been carried out on the
exploration site in the current period. In the interest of reducing operating costs, a minimum
number of staff are currently employed to maintain our Jakarta administrative office in order to
maintain communications with the local community and local authorities including status updates.

In the opinion of the directors of APAC, and its legal advisors, the Company is confident that it will
have its rights reinstated and/or awarded compensation through the International Centre for
Settlement of Investment Disputes (ICSID) arbitration. On this basis the capitalised expenditure,
as reported in the Statement of Financial Position, has not been impaired.

11. Going Concern

The financial report has been prepared on the going concern basis which contemplates the
continuity of normal business activity and the realisation of assets and settlement of liabilities in
the normal course of business. The Ultimate Holding Company, Magnus Energy Group Ltd., has
undertaken to provide on-going financial support to ensure the Group remains a going concern.

The financial report therefore does not include any adjustments relating to the recoverability and
classification of recorded asset amounts or to the amounts and classification of liabilities which
may be necessary should the Company and consolidated entity be unable to continue as going
concerns.
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