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ENDOCOAL LIMITED ANNOUNCES A RECOMMENDED CASH 
OFFER FROM U&D MINING OF A$0.38 PER SHARE FOR 100% OF 

ENDOCOAL’S SHARE CAPITAL THROUGH A SCHEME OF 
ARRANGEMENT 

29 October 2012 

Highlights 

 Endocoal has entered into a Scheme Implementation Agreement with U&D 
Mining Industry (Australia) Pty Ltd for the acquisition of 100% of the issued 
shares in Endocoal. 

 Shareholders to receive A$0.38 all cash consideration per share on successful 
completion. 

 Cash consideration represents a 70.6% premium to 1 month VWAP. 

 Crystallises value for all Shareholders in a challenging market. 

 U&D has also provided a A$4,000,000 loan to Endocoal, relieving the need for 
Endocoal to raise additional new equity prior to scheme implementation. 

 Endocoal’s Board of Directors unanimously recommends that all Endocoal 
shareholders vote in favour of the scheme in the absence of a superior proposal 
and subject to the Independent Expert concluding the scheme is in the best 
interests of shareholders. 

 

Offer Summary 

Endocoal Limited (ASX: EOC, “Endocoal”) is pleased to announce that it has entered into a Scheme 
Implementation Agreement (“SIA”) with U&D Mining Industry (Australia) Pty Ltd (“U&D”), under which 
U&D would acquire all of the ordinary shares in Endocoal by way of Scheme of Arrangement 
(“Scheme”), subject to shareholder and regulatory approvals and in the absence of a superior proposal. 
 
Under the terms of the Scheme, Endocoal shareholders (“Shareholders”) will receive cash 
consideration of A$0.38 (“Cash Consideration”) per Endocoal Share, valuing Endocoal equity at 
approximately A$71,000,000. 
 
The Cash Consideration of A$0.38 per Endocoal share represents an attractive premium for Endocoal 
shareholders on a range of measures: 

 a 65.2% premium to Endocoal’s closing share price of $0.23 on 26 October 2012; 
 a 70.6% premium to the one month VWAP to 26 October 2012 of A$0.223; and 
 a 62.8% premium to the three month VWAP to 26 October 2012 of A$0.233. 

 
The Scheme provides Shareholders with an opportunity to realise higher than current market value for 
their Shares in the form of cash in a volatile and uncertain market, particularly for coal.  
 
The Scheme is not conditional on U&D securing financing for the acquisition. 
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The Directors of Endocoal have carefully evaluated U&D’s Scheme. The Directors unanimously 
recommend that Shareholders approve the Scheme in the absence of a superior proposal and subject 
to Endocoal’s independent expert concluding that the Scheme is in the best interests of Endocoal 
Shareholders.  
 
Subject to the above qualifications, all Endocoal Directors intend to vote the voting rights attached to all 
Endocoal shares over which they have control in favour of the Shareholder vote to implement the 
Scheme.  
 
Completion of the transaction is subject to a number of conditions including the approval by regulatory 
authorities in Australia and the People’s Republic of China (“PRC”) as well as approval by Endocoal 
shareholders. 
 
An Explanatory Memorandum containing information relating to the Scheme and the reasons for the 
Directors recommendation of the Scheme is expected to be dispatched to Endocoal shareholders in 
early 2013. Endocoal’s shareholder meeting to approve the scheme of arrangement is expected to be 
held in late Q1 2013. 
 

About U&D 

U&D Mining Industry (Australia) Pty Ltd is a joint venture between Australia Kunqian International 
Energy Co., Pty Ltd (“KE”), a wholly owned subsidiary of China Yima Coal Group (“Yima”) and Daton 
Group Australia Ltd (“Daton”), an ASX listed (ASX: DTG) fertiliser manufacturer based in Brisbane, 
Australia.. 
 
U&D has been established as the investment vehicle of Yima to make investments in the coal sector in 
Australia and to  pursue its international strategy  by participating in coal trading and the development, 
production, and operation of Australian coal mines.  
 
In February this year, U&D completed the acquisition of EPC 818, a prospective coal exploration 
tenement in the Isaac Region of Queensland. Following the completion of that transaction U&D has 
undertaken an extensive process evaluating other opportunities in Australia, with a focus on the Bowen 
Basin.  
 
Yima sees Australia as an important supplier of coal and pivotal to its international strategy. This 
transaction demonstrates the conviction of its strategy to establish its coal operations in Australia.   
 

Financial Support 

Simultaneously with the SIA, Endocoal has entered into a 12 month Loan Facility Agreement (“Loan 
Facility Agreement”) with U&D to provide interim debt funding of A$4,000,000 (“Loan Facility”). Funds 
from the Loan Facility will be used to meet working capital requirements and continue to progress 
Endocoal towards receipt of a Mining Lease for the Meteor Downs South Project. 
 
Should the Scheme not proceed in accordance with the terms of the SIA as a result of either U&D 
breaching the SIA or the failure to obtain the PRC regulatory approvals within the time period specified 
in the SIA, then the term of the facility will be extended by a period of six months and the interest rate 
will be reduced.  However, should the Board recommend a superior proposal the Loan Facility will 
become payable within 30 days and if the Scheme is voted down by Shareholders it will be payable 
within 60 days.  If FIRB approval for the grant of security by Endocoal in favour of U&D under the Loan 
Facility Agreement is not received within 40 days of the date the application for approval is lodged with 
FIRB by U&D, U&D may elect to reduce the Loan Facility, in which case either party may then terminate 
the SIA. 
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Comments from the Interim Chairman 

Interim Chairman of Endocoal, Mr Rodney Austin said:  
 

“The proposed Scheme is an important milestone for Endocoal’s shareholders. The Company 
has faced an increasingly challenging operating environment given recent global financial 
uncertainty and pull back in funding available to junior resources companies. 
 
“The U&D Scheme is the culmination of Endocoal’s announced process of 28 May 2012 
conducted by Macquarie Capital as its corporate adviser to review all asset and corporate 
transaction opportunities. A number of proposals were received from a number of parties across 
a wide range of corporate and asset level transactions. After a due and competitive process the 
Board considered the U&D transaction to be the transaction that provided the most value for 
shareholders.  
 
“The U&D offer allows shareholders to receive a significant value premium to recent trading 
levels and benefit from the certainty of cash consideration. 
 
“Both Endocoal and U&D recognise that the Offer is subject to a range of regulatory and 
shareholder approvals in Australia and China and, fully respecting those processes, both 
companies will work constructively with authorities to ensure that these are secured. This will 
continue on from the work both Endocoal and U&D have undertaken to date that has 
culminated in this transaction which delivers significant benefit to both companies.  
 
“U&D’s acquisition of EPC 818 in February 2012 validates a successful track record for 
executing transactions in Australia. Further, U&D have demonstrated willingness to 
accommodate the interim funding needs of Endocoal by providing the Company with an 
attractive loan facility in good faith.” 
 

Key conditions 

A copy of the SIA executed on 26 October 2012 accompanies this announcement (Attachment A). The 
SIA sets out the terms and conditions upon which Endocoal and U&D will now proceed to implement 
the proposed Scheme. 
 
Key conditions contained within the SIA between Endocoal and U&D include: 
 

 The requirement for Foreign Investment Review Board (“FIRB”) approval; 
 The requirement for PRC Government approvals, including the State-owned Assets 

Supervision and Administration Commission (“SASAC”), State Administration of Foreign 
Exchange (“SAFE”), Ministry of Commerce (“MOFCOM”) and National Development and 
Reform Commission (“NDRC”); 

 The independent expert concludes that the Scheme is in the best interest of shareholders; 
 Holders of 50% of all options and share rights (in aggregate) accepting the offer to acquire their 

securities in Endocoal; 
 No prescribed occurrences; 
 No material adverse changes impacting Endocoal’s business (such that its business is unable 

to be carried on in substantially the same manner as carried on at the date of the SIA) or 
Endocoal’s rights or ability to economically exploit any of its material mining tenements; 

 No fall in the S&P/ASX 200 Index from the announcement date by more than 20% for more 
than 4 consecutive days; 

 Endocoal shareholder approval; and lastly 
 Supreme Court approval of the Scheme. 
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The U&D proposal is not conditional on its securing finance or new equity. 
 
The SIA includes standard exclusivity provisions including an undertaking by Endocoal not to solicit or 
participate in any discussions or negotiations in relation to any competing proposal, although this 
obligation will not prevent Endocoal from responding to an unsolicited superior proposal (as defined in 
the SIA) subject to a right for U&D to match any such competing proposal. The parties have agreed that 
a break fee equal to 1% of the Scheme consideration will be payable by Endocoal to U&D in certain 
circumstances, including in the event that a competing proposal is successful.  
 
The SIA may be terminated by either party in certain circumstances. If there is a material breach of the 
SIA, it may be terminated by the party not in breach. The SIA may also be terminated by Endocoal if the 
Scheme does not become effective by 26 April 2013 as a result of a delay in relevant PRC Government 
Approvals (subject to certain time extensions that may be granted by Endocoal).  
 
 
Indicative timetable 
 
Subject to the timely receipt of necessary approvals, Endocoal expects the transaction to be completed 
by March 2013. The indicative timetable for implementation of the proposed Scheme is set out below. 
 

Date Item 

Late 2012 Satisfaction of Australian regulatory approvals 

January 2013 First Court Date to convene the Scheme meeting 

Late January 2013 Explanatory Memorandum dispatched to Endocoal Shareholders 

February 2013 Final PRC regulatory approvals obtained 

Late February 2013 Endocoal Shareholder meeting to approve Scheme 

Early March 2013 Second Court Date to approve the Scheme 

Scheme becomes effective 

Mid March 2013 Endocoal Shareholders receive consideration of A$0.38 cash per Endocoal share 
 
 

Advisers 

Macquarie Capital is acting as financial adviser and Gilbert and Tobin is acting as legal adviser to 
Endocoal. 

Minter Ellison is acting as legal adviser to U&D. 

 
 

For further enquiries please contact:     Tim Hedley, CEO & Managing Director Tel: +61 417 771 198  
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About Endocoal 

Endocoal is an Australian public company focused on exploration of coal tenements and mine 
development in the Bowen Basin, Queensland’s premier coal producing region. Endocoal currently 
holds JORC Marketable Reserves of 13Mt and total JORC Resources of 498Mt. The Company is 
proceeding to develop an export-quality thermal coal open cut mine at its flagship Orion Downs 
tenement, positioned close to existing infrastructure. Endocoal has several other tenements in the 
Bowen Basin region. These will be the subject of future exploration and drilling activities. Near-term 
priority will focus on Rockwood tenement with anthracite coal prospective for PCI coal; plus greenfield 
Talwood and Stockyard Creek Project tenements where scout drilling has commenced seeking coking 
coal. At both locations, coal seams have been intersected and are being evaluated. At Pretoria Hill an 
exploration program with joint venture partner Carabella Resources (CLR) is being planned. Elsewhere, 
tenement applications will target other locations identified as being potentially prospective for coal 
exploration. 
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Securities Information 

Ordinary Fully Paid Shares: 186.9m 
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