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Important Information

This Prospectus is dated 14 March 2012 and was lodged with ASIC on that date. Neither ASIC
ASX and their respective officers take any responsibility for the contents of this Prospectus or
merits of the investment to which this Prospectus relates. The fact that the ASX may admit
Company to the Official List is not to be taken in any way as an indication of the merits of
Company or the Securities offered under this Prospectus.

nor
the
the
the

The expiry date of this Prospectus is at 5.00pm (Melbourne time) on that date which is 13 months after
the date this Prospectus was lodged with ASIC (Expiry Date). No Securities may be issued on the
basis of this Prospectus after the Expiry Date.
The distribution of this Prospectus outside of Australia may be restricted by law. Persons who come
into possession of this Prospectus should seek advice on and observe any of these restrictions. The
failure to comply with any applicable restrictions may constitute a violation of securities law in those
jurisdictions. Applicants who are resident in countries other than Australia should consult their
professional advisers as to whether any governmental or other consents are required, or other
formalities need to be observed to enable them to apply for Shares together with free Attaching Options.
This Prospectus does not constitute an invitation or offer in any place in which, or to any person to
whom, it would not be lawful to make such an offer.

1.1

Application For Listing

Application will be made to the ASX within seven days after the date of this Prospectus for the
Securities the subject of this Prospectus, as well as all other existing issued Shares in the Company to
be listed on the ASX.

1.2

Industry And Market Data

Industry and market data used throughout this Prospectus is, in most cases, obtained from surveys and
studies conducted by third parties and industry or general publications. Although the Company has no
reason to believe that this information is unreliable, it is noted that it has not been verified by any
independent sources.

1.3

Forward Looking Statements

Various statements in this Prospectus constitute statements relating to intentions, future acts and events.
Such statements are generally classified as forward looking statements and involve known and
unknown risks, uncertainties and other important factors that could cause those future acts, events and
circumstances to differ from the way or manner in which they are expressly or implicitly portrayed in
this Prospectus.

1.4

Suitability Of Investment And Risk Factors

The Offer does not take into account the investment objectives, financial situation and particular needs
of investors. It is important that investors read this Prospectus in its entirety before deciding to invest in
the Company and, in particular, in considering the Prospectus for the Company, that they consider the
risk factors that could affect the performance of the Company.
Investors should carefully consider these factors in light of their personal circumstances (including
financial and taxation issues) and seek professional guidance from their broker, solicitor, accountant or
other professional adviser before deciding whether to invest. These risks, variables and factors include,
but are not limited to, the matters described in Section 12 of this Prospectus.

1.5

Disclaimer

No person is authorised to give any information or to make any representation in connection with the
Offer and issue of the Securities described in this Prospectus, which is not contained in this Prospectus.
Any information or representation not so contained may not be relied upon as having been authorised
by the Company in connection with the Offer.
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Neither the Company nor any of its Directors or any other party associated with the preparation of this
Prospectus guarantees that any specific objective of the Company will be achieved or that any
particular performance of the Company or of its Securities, including those offered by this Prospectus,
will be achieved.

1.6

Exposure Period

This Prospectus will be circulated during the Exposure Period. The purpose of the Exposure Period is
to enable this Prospectus to be examined by market participants prior to the raising of funds.
Applications for Securities under this Prospectus will not be processed by the Company until after the
Exposure Period. No preference will be conferred on persons who lodge applications prior to the expiry
of the Exposure Period.
A paper copy of this Prospectus will be made available upon request during the Exposure Period. This
Prospectus (without the Application Form) may also be viewed online at www.allegiancecoal.com.au
during the Exposure Period.

1.7

Photographs

Photographs used in this Prospectus are for illustration purposes only and should not be interpreted to
mean that any person shown in the photographs endorses the Prospectus or its contents unless stated
otherwise. Similarly, any assets depicted in the Photographs, such as transportation, vehicles,
equipment, buildings or other property are not necessarily assets that are owned or used by the
Company and have been included for presentation and illustrative purposes unless stated otherwise

1.8

Maps and Diagrams

The Company has commissioned and produced maps and diagrams to help identify the Company's
tenements and the exploration targets sought on those tenements. Whilst the Company has produced
these diagram and maps from available data to aid investors in their consideration of the merits of an
investment in the Company, investors should note that not all the maps and diagrams have been
independently reviewed and therefore the Company cannot guarantee the accuracy of the location of
tenement boundaries and other features on those maps, nor should maps identifying drilling be relied
upon as a statement of the Company's work program.

1.9

Exploration Targets

All statements pertaining to the Company's exploration targets and statements as to potential quantity
and grade made in this Prospectus are conceptual in nature. There has been insufficient exploration
undertaken to date to define a coal resource in accordance with the JORC Code, and it is uncertain if
further exploration will result in the determination of a coal resource in accordance with the JORC
Code. All statements pertaining to exploration targets are based on statements prepared in accordance
with the JORC Code by a Competent Person (as defined in the JORC Code). A Competent Person’s
statement is set out in Section 1.2 of the Independent Geologist's Report at Section 9 of this Prospectus.

1.10

Privacy

By submitting an Application Form for Securities you are providing to the Company personal
information about yourself. The Company collects, holds and will use that information to process your
application, service your needs as a securityholder and to facilitate the distribution of corporate
communications to you as a securityholder. If you do not provide complete and accurate personal
information, your Application may not be able to be processed.
The Company may disclose your personal information, for purposes related to your investment, to its
agents or service providers, the Share Registry, print service providers and mail houses. The Company
may also disclose your personal information to persons inspecting the register, including bidders for
your Securities in the context of takeovers, and regulatory bodies, including the Australian Taxation
Office.
You can access, correct and update the personal information about you that we hold, except in limited
circumstances. If you wish to access, correct or update your personal information please contact the
Share Registry at the contact details set out in this Prospectus.
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Collection, maintenance and disclosure of certain personal information is governed by legislation
including the Privacy Act 1988 (Cth) (as amended), the Corporations Act and certain rules such as the
ASX Settlement Operating Rules.

1.11

Documents Incorporated by Reference

The information set out in Section 10 of this Prospectus (which contains a summary of the Independent
Tenements Report) is dealt with in more detail in a separate Independent Tenements Report. The
Independent Tenements Report was lodged with ASIC on 14 March 2012 and is incorporated by
reference into this Prospectus.
The Company believes that the information in the Independent Tenements Report is primarily of
interest to professional advisors, institutional investors and to investors with similar specialist
information needs. However, if you consider that the information in the Independent Tenements Report
might assist you in making your investment decision, you should obtain a copy of the Independent
Tenements Report and consult your broker or financial advisor.
The information set out in Section 14.9 of this Prospectus (which contains a summary of the
Company's Corporate Governance Statement) is dealt with in more detail in a Corporate Governance
Statement which was lodged with ASIC on 14 March 2012 and is incorporated by reference into this
Prospectus.
The full Independent Tenements Report and Corporate Governance Statement can be obtained free of
charge by contacting the Company on +61 2 9299 5007, or by email at info@allegiancecoal.com.au,
and will be available on the Company’s website at www.allegiancecoal.com.au.
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Letter From The Chairman

Dear Investor,
On behalf of the Board, it gives me great pleasure to present Allegiance Coal and to offer you the
opportunity to join us in becoming a Shareholder in the Company.
Over the last four years, Allegiance Coal has achieved a number of significant milestones. Most
notably, the Company has accumulated 14 tenements totalling 2,361 square kilometres within seven
Queensland coal basins, including the Bowen and Surat Basins.

Significant exploration has been undertaken at two of the Company's projects, Back Creek and Kilmain,
which has confirmed the prospectivity of these projects. The Back Creek thermal coal project, with an
initial exploration target of up to 80 million tonnes, is in the Surat Basin. The Kilmain coking and
thermal coal project is in the Bowen Basin and has an initial exploration target of up to 200 million
tonnes.
The funds raised by this Prospectus are intended to be used to undertake an aggressive drilling program
over the next two years, seeking to define resources (compliant with the JORC Code) for Back Creek
(by November 2012) and Kilmain (by the second quarter of 2013) and to rapidly evaluate our other
tenements, with a view to identifying those having the greater economic potential.
The Company is considering different development options for different projects, including joint
ventures, farm-ins and development alliances with neighbouring tenement holders.
Allegiance Coal has commenced processes to secure rail and port capacity, as well as power and water,
to support the proposed development of the Back Creek and Kilmain projects.
The Board includes a number of highly experienced and successful coal and mining industry identities.
Our Managing Director Colin Randall has over 40 years experience in the coal industry. David Deitz
was part of a team that discovered and brought into production the Avebury Nickel Mine in Tasmania.
Peter Donkin brings valuable experience in mining finance to the Board.
The Board is very pleased that the founders of the Company, Gullewa Limited and C. Randall and
Associates Pty Ltd, will remain as cornerstone investors in the Company following the successful
completion of the Offer. Their continuing involvement is evidence of their support of the Company’s
asset base, management and its development plans as detailed in this Prospectus.
Notwithstanding our enthusiasm it should be noted that, as an exploration company, any investment in
the Company should be regarded as speculative.
I look forward to welcoming you as a fellow Shareholder.
Yours sincerely,
Chairman
Anthony (Tony) W Howland-Rose
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Investment Highlights

4.1

Offer

14 March 2012

The Company is seeking to raise $7 million through the issue of 35 million Shares at $0.20 each and
8.75 million free Attaching Options (with an exercise price of $0.25 expiring on 30 March 2014) on the
basis of one Attaching Option for every four Shares issued. Details of the Offer are set out in Section 5.

4.2

Pure Queensland coal exploration company

Allegiance Coal offers an attractive entry point into the coal sector in Australia with a diversified
portfolio of coking, PCI and thermal coal exploration properties covering most of the coal basins in
Queensland. The Company’s modus operandi has been to define and acquire what it considers are
prospective properties in hitherto overlooked areas both within known areas of high prospectivity and
in prospective new provinces.

4.3

Substantial and strategic coal package

Allegiance Coal has assembled a substantial portfolio of approximately 2,361 square kilometres of
under-explored, highly prospective ground comprising 14 exploration tenements owned 100% by the
Allegiance Coal Group. These 14 tenements comprise 13 granted EPCs and a Mineral Development
Licence.
Historic exploration and drilling has demonstrated the presence of coal measures and potential for
discovery of economic coal deposits within a number of these tenements. In addition the Company has
undertaken exploration at four tenements during 2011 and identified two lead projects (Back Creek and
Kilmain) . A complete list of the Company's projects is set out in Section 6.2 of this Prospectus.

4.4

Two lead projects

Allegiance Coal’s two lead projects (Back Creek and Kilmain) are situated respectively in the:
a)

Surat Basin, a source of low ash thermal coal suitable for the export market; and

b) Bowen Basin, a major source of some of the world’s best coking, PCI and thermal coal.
At the Back Creek Project a comprehensive review of historical drilling data and drilling conducted by
holders of adjacent (and along strike) tenements has confirmed the presence of a potentially attractive
low ash thermal coal target of up to 80 million tonnes, mineable by open cut methods with an average
strip ratio less than 10:1. The drilling of 16 holes in 2011 by the Company in the northern part of the
Back Creek tenement confirmed the Company’s geological model for the project, intersecting two coal
seams of low ash thermal coal.
In regards to the Kilmain Project, drilling conducted by holders of adjacent tenements (both up and
down-dip respectively) has confirmed the potential for an attractive underground coking and thermal
coal target. Kilmain has a coal target of up to 200 million tonnes. The drilling of three holes in 2011 by
the Company has confirmed the presence of the Aries, Castor, Pollux and Orion Seams .
Further details of the Company's projects are contained at Section 6.2 of this Prospectus.

4.5

Immediate drill campaign

Allegiance Coal is continuing exploration at its two lead projects with the objective of reporting JORC
resources within a relatively short timeframe.
Drilling is planned to commence at Back Creek in late April 2012, and at Kilmain drilling is expected
to commence from July 2012.
The Company has entered into an agreement with a drilling contractor to ensure the availability of a
suitable drill rig for drilling operations at Back Creek. Further details of the Company's proposed
exploration expenditure are set out at Section 6.15 of this Prospectus.
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Proximity to export infrastructure

Allegiance Coal’s two lead projects (Back Creek and Kilmain) are close to existing and planned rail
infrastructure connecting to the export port at Gladstone. The Company is participating in various
processes to secure rail and port capacity.

4.7

Highly experienced Board and management

The Board and management team have a proven track record in the identification, exploration,
development and operation of mines as well as the formation of a number of successful coal
exploration companies. Further details of the Board and management team are set out at Section 8 of
this Prospectus.
The Board (other than Peter Donkin) are either directors of Gullewa or the controller of CRA. Gullewa
and CRA each provide debt facilities and services to the Company. The terms of these arrangements
are at least as favourable to the Company as arm’s length terms, and are summarised in Sections 13.3,
13.4 and 13.5 of this Prospectus.
An entity controlled by the chairman, Mr Anthony W Howland-Rose, is acting as a sub-underwriter of
the Offer in respect of up to $1,000,000 of Securities (being 5,000,000 Shares and 1,250,000 free
Attaching Options) for which it receives a sub-underwriting fee. The terms of this arrangements are on
arm’s length terms, and are described further in Sections 14.11.1 and 14.11.4.

4.8

Growth strategy

The Board has a successful track record in running exploration and mining companies as well as
mergers and acquisitions, which will complement Allegiance Coal’s planned corporate growth.
The Company continues to look at new coal exploration opportunities within Queensland and has
competing and secondary applications for 12 exploration permits within the Bowen, Surat and
Clarence-Moreton Basins. A complete list of these applications is set out in Section 6.2 of this
Prospectus.
Allegiance Coal will also seek to create value via identification and delivery of logical acquisitions and
joint ventures. Further details of the Company's proposed exploration and development strategy is set
out at Section 6.14 of this Prospectus

4.9

Risks

Investors should carefully consider the risk factors that affect the Company specifically and the
resource, mining and exploration industry in which it operates. Investors should note that coal
exploration is a high-risk endeavour. Even if the Company makes a commercial discovery, investors
may lose the entire value of their investment.
Details of the risk factors of which investors should be aware are disclosed in Section 12 of this
Prospectus and include risks relating to:
a)

(Licenses and approvals): Allegiance Coal will require certain licences and approvals to carry out
exploration activities on and develop its projects. Not all such approvals and licences and
approvals are currently in place and failure to obtain, or delays in obtaining, such approvals and
licences may adversely affect the Company.

b) (Land access constraints): There are numerous areas of constraint to exploration and mining
within all of the Company's project areas, such as native title land and the classification of
environmentally sensitive areas, 'strategic cropping land', restricted areas and constrained and
sterile land. While these areas of constraint are not uncommon in Queensland tenements, the
Company may need to enter into compensation arrangements with land owners or occupiers for
the impact on land by the proposed exploration and in some areas exploration and mining may be
prohibited.
c)

(Urban Restricted Land): Without limiting the generality of the land access constraints described
above, draft legislation proposes to prohibit open cut mining in certain "Urban Restricted Areas".
The Company's Mintovale project falls within such an "Urban Restricted Area". If that legislation
is passed, the potential resources within the Mintovale Project do not have reasonable prospects for
eventual economic extraction.
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d) (Exploration and development risk): there can be no assurance that Allegiance Coal’s proposed
exploration and evaluation programs will successfully identify economically recoverable coal
reserves.
e)

(Infrastructure risk): there is no guarantee that suitable and affordable rail and port capacity will
be available to commercially exploit coal resources that Allegiance Coal identifies.

f)

(Coal prices): A substantial decline in the prices of coal could render the exploitation of any coal
reserves and resources discovered or acquired by the Company as commercially unviable.

g) (Major Shareholders): Following the Offer 56.6% of the Company's issued share capital will be
held by Gullewa and 14.2% of the Company's issued share capital will be held by CRA. As such,
new investors will have limited ability to influence the management, operation and control of the
Company.
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Offer Details

This section provides an overview of the Offer and should be read in conjunction with the remainder of
this Prospectus. Key Offer information and dates are set out in the tables below.

5.1

Key Offer Information

Offer Price

$0.20

Securities offered under
the Prospectus

35,000,000 (together with 8,750,000 free Attaching Options)

Amount to be raised
under the Offer

$7,000,000

Shares currently on issue

141,666,674

Shares on issue postOffer

176,666,674

Securities to be listed on
ASX

Shares and Attaching Options

Market capitalisation of
Shares at Offer Price

Approximately $35,333,335

5.2

Key Dates

14 March 2012

Date of this Prospectus

22 March 2012

Priority & Public Offers open

5 April 2012

Closing Date of the Priority Offer

16 April 2012

Closing Date of the Public Offer

1 May 2012

Allotment of Shares and free Attaching Options under this Prospectus

1 May 2012

Dispatch of holding statements

8 May 2012

Expected quotation of Shares and Attaching Options on ASX

These dates are indicative only. The Company, in consultation with the Underwriter, reserves the right
to vary the Closing Date of the Priority Offer and/or the Closing Date of the Public Offer, which may
have a consequential effect on other dates. As such, the date that the Securities are expected to
commence trading on the ASX may vary with any change in the Closing Date of the Priority Offer
and/or the Closing Date of the Public Offer.

5.3

The Offer

This Prospectus invites Applications for 35,000,000 Shares at an issue price of $0.20 per Share
together with free Attaching Options on the basis of one Attaching Option for every four Shares issued
to raise a total of $7,000,000.
All Shares issued pursuant to this Prospectus will be fully paid and will rank equally in all respects
with the Shares currently on issue.
The terms and conditions of the Attaching Options are set out in Section 14.4.
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Applications under the Offer must be for a minimum of 10,000 Shares (together with free Attaching
Options) representing a minimum investment of $2,000 and thereafter in multiples of 500 Shares
(together with free Attaching Options) representing an additional investment of $100.
The Offer consists of a Public Offer and a Priority Offer.

5.4

Public Offer

The Public Offer is open to all members of the general public. A total of 20,000,000 Shares together
with free Attaching Options, plus any Shares together with free Attaching Options not subscribed for in
the Priority Offer, will be made available under the Public Offer.
Members of the public may apply for Securities under the Public Offer by completing the Public Offer
Application Form.

5.5

Priority Offer

Of the 35,000,000 Shares together with free Attaching Options being offered under this Prospectus, the
Company has set aside up to 15,000,000 Shares together with 3,750,000 free Attaching Options for
Eligible Shareholders, being holders of ordinary shares in any of Allegiance Coal (other than Gullewa
and CRA), Gullewa and CRA, as at the date of this Prospectus with a registered address in Australia.
Eligible Shareholders who wish to apply for Securities under the Priority Offer should apply using the
personalised Priority Offer Application Form, and in accordance with the instructions on that form.
Securities available for Eligible Shareholders are limited and allocation of those Securities will be at
the Board's discretion. The Company will not be liable to any Eligible Shareholder who is not allocated
Securities, or their full number of Securities, under the Priority Offer. However, Eligible Shareholders
may also apply for Securities under the Public Offer.
If any of the Securities available under the Priority Offer are not applied for by 5.00pm (Melbourne
time) on 5 April 2012, being the Priority Offer Closing Date, those Securities will be made available to
other investors pursuant to the Public Offer.

5.6

Purpose of the Offer and Use of Funds

The purpose of the Offer is to raise funds to:
a)

explore and evaluate the Company’s coal interests as described in this Prospectus; and

b) provide working capital to meet the ongoing administration costs of the Company.
Pursuant to the Offer, Allegiance Coal will raise $7 million. It is proposed that these funds will be
utilised as set out below.
Table 1: Use of Funds
Year 1

Year 2

Total

Exploration:
Geological surveys

$1,113,000

$800,000

$1,913,000

Access costs

$377,000

$322,000

$699,000

Drilling costs

$1,630,000

$644,000

$2,274,000

Analysis costs for coal quality testing

$260,000

$58,000

$318,000

Geological resource modelling

$267,000

$103,000

$370,000

$3,647,000

$1,927,000

$5,574,000

Working capital and administration

$370,000

$369,000

$739,000

Offer costs (excluding GST)

$687,000

nil

$687,000

$4,704,000

$2,296,000

$7,000,000

Sub-total Exploration

Total expenditure
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A more detailed breakdown of planned exploration expenditure on each of the Company’s projects is
contained in Section 6.14 as well as the Independent Geologist’s Report contained in Section 9.
The Directors are satisfied that upon completion of the Offer, Allegiance Coal will have sufficient
working capital to meet its stated objectives over the next two years.
While the current intention of the Company is not to raise additional debt or equity funds to complete
these objectives, it reserves the right to do so if it considers it to be in the best interests of the Company.

5.7

Capital structure

Upon completion of the issue and allotment of Shares and free Attaching Options pursuant to this
Prospectus, the Company’s Share capital will be as follows.
Table 2: Company’s Share Capital
Shareholders

Shares

Ownership

Amount raised

100,000,000

56.6%

-

- CRA

25,000,000

14.2%

-

- Other Shareholders

16,666,674

9.4%

-

Priority Offer

15,000,000

8.5%

$3,000,000

Public Offer

20,000,000

11.3%

$4,000,000

176,666,674

100%

$7,000,000

Existing Shareholders:
- Gullewa

Total

In addition to the above Shares, the Company will also have on issue the following Options on
completion of the issue and allotment of Shares and Attaching Options.
Table 3: Company’s Options
Type of Options

Number

Exercise Price

Expiry Date

Attaching Options

8,750,000

$0.25

30 March 2014

Unlisted Shareholder Options

5,555,561

$0.25

30 March 2014

Unlisted Employee Options

4,900,000

$0.25

9 May 2016

750,000

$0.25

9 May 2016

Unlisted Consultant Options
Total number of Options
Total share capital if all Options are
exercised

19,955,561
196,622,235

Gullewa and CRA, related parties of the Company, provide financial support to the Company in the
form of debt facilities. The total outstanding balance of these facilities as at the date of this Prospectus
is approximately $2,547,000, as set out in Note 2 to the pro forma statement of financial position of the
Company as Section 7.6. The terms of these arrangements are at least as favourable to the Company as
arm’s length terms, and are summarised in Section 13.4 of this Prospectus.

5.8

Underwriting

The Company has entered into an underwriting agreement for Patersons Securities Limited to
underwrite the Offer subject to certain termination rights. The Company will pay the Underwriter an
underwriting fee equal to 5% of the Underwritten Amount (being a fee of $350,000), and a
management fee equal to 1% of the gross dollar amount raised under the Offer (being a fee of $70,000
excluding GST).
The Underwriter must pay, out of its fee, fees to sub-underwriters. Details of the Underwriting
Agreement, including termination rights, are set out in Section 13.1 of this Prospectus.
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There should be no effect on control of the Company as a result of the Underwriter and any subunderwriters subscribing for Securities pursuant to their underwriting or sub-underwriting
arrangements. This is because only 19.8% of the total issued share capital of the Company will be
issued pursuant to the Offer, and on completion of the issue and allotment of Shares and Attaching
Options pursuant to the Offer Gullewa will continue to control the Company, holding more than 50%
of the Shares in the Company (including on a fully diluted basis).

5.9

Minimum subscription

The minimum subscription for the Offer is $7,000,000. If the minimum subscription is not raised
within four months after the date of this Prospectus, the Directors will not allot any Shares or free
Attaching Options and the Company will thereafter either repay all Application Monies received or
will issue a supplementary or replacement prospectus and allow Applicants one month to withdraw
their Applications and be repaid their Application Monies. No interest will be paid on these monies.

5.10

Oversubscriptions

The Company will not accept oversubscriptions.

5.11

Application and payment for Securities under the Public Offer

An Application in respect of the Public Offer constitutes an offer by you to subscribe for Securities on
the terms and conditions as contained in this Prospectus. If you decide to apply for Securities, you
must:
a)

complete the enclosed Public Offer Application Form – which contains detailed instructions on
how it is to be completed; and

b) pay the full Application money by cheque drawn on and payable at any Australian bank in
Australian dollars that is crossed “not negotiable” and made payable to “Allegiance Coal Limited
– Share Offer Account”.
Completed Public Offer Application Forms and accompanying cheques should be lodged with or
forwarded to the Share Registry, at the following address:
Allegiance Coal Limited
c/- Computershare Investor Services Pty Limited
GPO Box 2115
Melbourne VIC 3001
Completed Public Offer Application Forms and cheque(s) must be received at the above address before
5.00pm (Melbourne time) on the Closing Date of the Public Offer.
For more information or if you have any queries you can contact the offer information line on 1300 557
428 (within Australia) or +61 3 9938 4326 between 8.30am and 5.00pm Melbourne time.

5.12

Application and payment for Securities under the Priority Offer

Eligible Shareholders that wish to apply for Securities under the Priority Offer must:
a)

complete the Priority Offer Application Form – which contains detailed instructions on how it is to
be completed; and

b) pay the full Application money by cheque drawn on and payable at any Australian bank in
Australian dollars that is crossed “not negotiable” and made payable to “Allegiance Coal Limited
– Share Offer Account”.
Completed Priority Offer Application Forms and accompanying cheques should be lodged with or
forwarded to the Share Registry, at the following address:
Allegiance Coal Limited
c/- Computershare Investor Services Pty Limited
GPO Box 505
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Melbourne VIC 3001
Completed Priority Offer Application Forms and cheque(s) must be received at the above address
before 5.00pm (Melbourne time) on the Closing Date of the Priority Offer.
For more information or if you have any queries you can contact the offer information line on 1300 557
428 (within Australia) or +61 3 9938 4326 between 8.30am and 5.00pm Melbourne time.

5.13

Restrictions on the distribution of this Prospectus

The distribution of this Prospectus outside of Australia may be restricted by law. No action has been
taken to register or qualify the Securities or the Offer, or otherwise to permit a public offering of the
Securities, in any jurisdiction outside Australia.
This Prospectus is not intended to, and does not, constitute an offer of securities in any place which, or
to any person to whom, the making of such offer would not be lawful under the laws of any jurisdiction
outside Australia.
Applicants resident in countries outside Australia should consult their professional advisers as to
whether any governmental or other consents are required, or other formalities need to be observed to
enable them to apply for Securities. The failure to comply with any applicable restrictions may
constitute a violation of securities law in those jurisdictions.

5.14

Allotment of Securities

An Application for Securities under the Offer may be accepted in full, for any lesser number or rejected
in the absolute discretion of the Company. Allotment of the Securities offered under this Prospectus
will take place as soon as practicable after the Closing Date of the Public Offer and after permission for
Official Quotation of the Securities has been received. Application money will be held in a subscription
account until allotment.
This account will be established and kept by the Company in trust for each Applicant.
Where the number of Securities allotted is less than the number applied for, the surplus money will be
returned by cheque within 30 days of the Closing Date of the Public Offer. Where no allotment is made,
the amount tendered on Application will be returned in full by cheque within 30 days of the Closing
Date of the Public Offer. Interest will not be paid on money refunded. The Securities will be allotted
and holding statements dispatched to holders as soon as practicable after determination by the
Company of allocations.

5.15

Dividend policy

It is the present intention of the Directors to apply surplus cash flow to fund the exploration of the
Company’s project portfolio and any resultant development or production and generate new
opportunities, rather than distributing this money in the form of dividends.
It is the Directors’ intention to review this policy from time to time and commence the payment of a
regular dividend once the Company is able to generate a substantial and sustainable level of cash flow,
after allowing for capital expenditure and other commitments.
The Directors can give no assurance as to the amount, timing, franking or payment of any future
dividends by the Company. The capacity to pay dividends will depend on a number of factors
including future earnings, capital expenditure requirements and the financial position of the Company.

5.16

ASX listing

Application will be made within seven days of the date of this Prospectus to the ASX for the Shares
and free Attaching Options issued pursuant to this Prospectus, as well as all other existing issued
Shares in the Company, to be listed on the ASX.
In the event that the ASX does not grant permission for Official Quotation of the Shares and free
Attaching Options within three months after the date of issue of this Prospectus, none of the Shares and
free Attaching Options offered by this Prospectus will be allotted or issued. In that circumstance, all
applications will be dealt with in accordance with the Corporations Act.
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The fact that the ASX may admit the Company to its Official List is not to be taken in any way as an
indication of the merits of the Company or of the Shares or free Attaching Options now offered for
subscription. The ASX takes no responsibility for the contents of this Prospectus, including the experts’
reports, which it contains.

5.17

CHESS and issuer sponsored register

The Company will apply to be admitted to participate in CHESS, in accordance with the ASX Listing
Rules and the ASX Settlement Operating Rules. On admission to CHESS, the Company will operate an
electronic issuer-sponsored sub-register and an electronic CHESS sub-register. The two sub-registers
together will make up the Company’s principal register of Shares and Attaching Options.
The Company will not issue certificates to Securityholders. Securityholders who elect to hold their
Securities on the issuer sponsored sub-register will be provided with a holding statement (similar to a
bank account statement), which sets out the number of Securities allotted to the Securityholder under
this Prospectus. For Securityholders who elect to hold their Securities on the CHESS sub-register, the
Company will issue an advice that sets out the number of Securities allotted to the Shareholder under
this Prospectus. At the end of the month of allotment, CHESS (acting on behalf of the Company) will
provide Securityholders with a holding statement that confirms the number of Securities held. A
holding statement (whether issued by CHESS or the Company) will also provide details of a
Securityholder’s Holder Identification Number in the case of a holding on the CHESS sub-register or
Shareholder Reference Number in the case of a holding on the issuer-sponsored sub-register.
Following distribution of these initial holding statements to all Securityholders, a holding statement
will also be provided to each Shareholder and holder of Attaching Options at the end of any subsequent
month during which the balance of that their holding of Shares and/or Attaching Options changes.

5.18

Taxation

The acquisition and disposal of Shares and Attaching Options will have taxation consequences, which
will differ depending on the individual circumstances of each investor. All potential investors in the
Company should seek their own independent advice in relation to taxation matters.
The Company is unable to give advice on any taxation matter, as each Applicant's position will relate
to their own specific circumstances.

5.19

No forecast in Prospectus

The Directors believe that they do not have a reasonable basis to forecast future earnings for the
Company as its exploration activities are subject to a number of inherently uncertain influences.
Although the Company will seek to ensure that strategies are pursued to further the success of its
exploration and drilling programs, revenue generation cannot be reliably predicted. Accordingly, any
forecast or projected financial information would contain such a broad range of potential outcomes and
possibilities that it is not possible to provide a reliable estimate, forecast or prediction in this
Prospectus.
Notwithstanding the above statement, to the extent that there may be matters discussed in this
Prospectus that are forward-looking, such statements are only predictions and actual events or results
may differ materially. In addition, there are statements in this Prospectus concerning the envisaged
operations of the Company following completion of the Offer. These forward-looking statements are
subject to numerous risks. For a discussion of the risk factors, which could cause actual events or
results to differ materially from such forward-looking statements, please refer to Section 12 of this
Prospectus.

5.20

Speculative nature of offer and risk factors

As with any investment in listed securities, an investment in the Company is subject to a number of
risks. Applicants should understand that coal exploration and mine development are both speculative
and subject to a wide range of risks and that even if the Company makes a commercial discovery,
applicants may lose the entire value of their investment.
Before deciding to invest in the Company, applicants should read this document carefully and in its
entirety, with a particular emphasis on the risk factors detailed in Section 12 of this Prospectus.
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Applicants should consider these matters in light of their personal circumstances (including
financial and taxation affairs), their own risk profiles and investment parameters and, where
necessary, seek professional advice before deciding whether or not to apply for Securities.

5.21

Withdrawal

The Directors may at any time decide to withdraw this Prospectus or the Offer, in which case the
Company will return all money paid on Application for Securities without interest within 28 days of
giving notice of the withdrawal.
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Company Overview

6.1

Introduction

14 March 2012

Over the last four years, the Allegiance Coal Group has assembled a portfolio of 14 tenements
(comprising and 13 granted EPCs and one MDL) in five coalfields in Queensland. The location of each
tenement is illustrated in Figure 1 below. These 14 tenements make up the 11 projects described in
Section 6.2 of this Prospectus.
Allegiance Coal’s modus operandi has been to define and acquire what it considers are prospective
properties in hitherto overlooked areas both within known areas of high prospectivity and in
prospective new provinces, such as the Laura Basin and Townsville region. It is the Company's
intention to maximise exploration in existing tenements and to look at potential synergies with adjacent
exploration tenement holders following the Offer.
The Company’s portfolio of tenements covers most of the coal basins in Queensland. While many of
these tenements are adjacent to the well-explored areas of the individual basins, there is potential for
coal deposits of economic significance to be discovered. Subject to obtaining successful exploration
results and favourable economic conditions continuing, the Company intends to proceed towards the
commencement of production and sale of coal.
The Company’s two lead projects, Back Creek and Kilmain, are in Queensland’s major coal producing
areas of the Surat and Bowen Basins.
The Back Creek project is in the Surat Basin. The Back Creek project area has an exploration target of
up to 80 million tonnes of export quality thermal coal capable of being mined by open cut.1 Drilling to
date by the Company, in conjunction with exploration in adjacent areas down dip and along strike,
have demonstrated the potential of the area.
The Kilmain Project is a potential coking and thermal coal project in the Bowen Basin with potential
for a substantial coal deposit accessible predominantly by underground mining methods. The Kilmain
Project has an exploration target of up to 200 million tonnes. The adjoining areas to the east and west
have been extensively drilled and reported. The Company’s drilling of three holes in 2012 within
Kilmain has confirmed the presence of the Aries, Castor, Pollux and Orion Seams.

1

All statements pertaining to the Company's exploration targets and statements as to potential quantity and grade
made in this Prospectus are conceptual in nature. There has been insufficient exploration undertaken to date to
define a coal resource in accordance with the JORC Code, and it is uncertain if further exploration will result in
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Figure 1: Tenement Locations
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The Outlook for Coal

Global economic growth and demand for coal are projected to maintain coal’s position as a dominant
fuel source well into the future. In the developing world, coal is seen as a secure source of fuel supply
that will provide the basis for future economic growth.
India is one of the fastest growing thermal coal import markets, with imports expected to double
between 2009 and 2015. At the same time India’s steel industry has strong long-term growth potential
with increased demand for metallurgical coal.
Japan remains Australia’s most important market for coal, importing approximately 40 per cent of all
Australian exports (both metallurgical and thermal coal). The other North Asian economies of Taiwan
and South Korea are the next most important destinations for Australian exports.
While China is in the top three coal producers of the world, it will remain a net importer for the
foreseeable future. Moreover, China, India and Brazil are growing in importance for metallurgical coal
exports.
6.1.2

Queensland Coal

The Queensland coal industry is the largest in Australia. Coal is also the largest merchandise export for
the state with approximately 85 per cent of the state’s coal production exported. Queensland is also the
largest exporter of seaborne coal in the world, being a dominant source of coking coal in many Asian
and Indian steel mills.
Queensland has very large reserves of coal that will last far into the future. Total coal exports through
Queensland ports reached 183 million tonnes during 2009/2010, an increase of 15% on the previous
year.
The steady growth in international demand for Queensland coal and higher prices since 2004 has
resulted in an unprecedented number of greenfield mine developments, an expansion of existing mines,
increased exploration activity and new infrastructure to service the mining industry.
6.1.3

Queensland Rail and Port Infrastructure

The four coal transport systems that currently operate in Queensland are listed below.
a)

Newlands System: connects to Abbot Point

b) Goonyella System: connects to Dalrymple Bay
c)

Blackwater-Moura: connects to Gladstone

d) Western System: Connects to Brisbane
Figure 2 below illustrates the rail and port infrastructure throughout Queensland.
Rail capacity is being added across the rail network to match expected mine development and increases
in port capacity.
The northern missing link between the Goonyella System and the Newland System (Goonyella to
Abbot Point Expansion Project) is now complete and coal can now flow in either direction between
Abbot Point and Dalrymple Bay.
Port capacity at Abbot Point, Dalrymple Bay (Mackay), Gladstone and Brisbane are all being increased
to handle more coal.
At Abbot Point current capacity is 50 Mtpa. An additional 110 Mtpa is proposed with potential for an
ultimate port capacity of 230 Mtpa.
At Dalrymple Bay, Prime Infrastructure’s Dalrymple Bay Coal Terminal has existing capacity of 85
Mtpa and is expanding to 111 Mtpa by 2016, while BHP Billiton’s Hay Point Services Coal Terminal
is considering expanding from the current 44 Mtpa to 55 Mtpa.
Gladstone Port capacity is currently 68 Mtpa. With the addition of Wiggins Island the overall coal
export capacity could increase to between 142 and 157 Mtpa.

20

Allegiance Coal Ltd Prospectus

14 March 2012

The development of the Surat Basin Railway between Wandoan and Banana potentially creates
significant export opportunities for new and expanding mine development projects located in the Surat
Basin.
The Western System (leading to the Port of Brisbane) has limited potential for expansion due to rail
constraint. Current rail capacity is seven Mtpa. The Fisherman’s Island Coal Terminal has recently
been expanded to handle 10 Mtpa.
In this regard Allegiance Coal has commenced processes to secure rail and port capacity to support the
proposed development of the Company’s two lead projects, Back Creek and Kilmain.
Figure 2: Queensland Coal Systems Map
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The Projects

Allegiance Coal’s 11 projects, comprising of 14 tenements covering 2,361 square kilometres in
Queensland, are summarised in the table below and are described in the following sections.
Table 4: Allegiance Coal's Project Details
Project
Basin
Back Creek
Surat

Tenement No.

Sub-blocks
Surface area

Date Granted

Coal Type
Deposit

EPC 1297

20 sub-blocks
2
68 km

22 Mar 2010

Thermal
Open cut

EPC 1298
Kilmain

16 sub-blocks
2
50 km

7 Apr 2009 (pending
2
renewal)

Coking/thermal
Underground

EPC 1917
Kilmain South

2 sub-blocks
2
6 km

22 Mar 2010

Coking/thermal
Underground

EPC 1631
Calen South

52 sub-blocks
2
161 km

5 Nov 2009

PCI
Open cut/Underground

EPC 1820
Boldon

17 sub-blocks
2
53 km

19 Feb 2010

PCI
Open cut/Underground

Lochaber
Mulgildie

EPC 1672

38 sub-blocks
2
118 km

18 Dec 2009

Thermal
Open cut

Connemarra
Bowen

EPC 1296

40 sub-blocks
2
138 km

7 Apr 2009 (pending
2
renewal)

Thermal
Open cut

EPC 1492
Townsville

154 sub-blocks
2
494 km

21 May 2010

Coking/thermal
Open cut/Underground

EPC 1617
Townsville
Extended

65 sub-blocks
2
202 km

6 Aug 2009

Coking/thermal
Open cut/Underground

Normanby
Hodgkinson

EPC 1874

86 sub-blocks
2
267 km

19 Apr 2011

Low volatile PCI
Open cut

Pinetree
Laura

EPC 1875

217 sub-blocks
2
670 km

19 Apr 2011

Low volatile PCI/thermal
Open cut

Cedar Creek
Surat

EPC 2278

12 sub-blocks
2
36 km

31 May 2011

Thermal
Open cut

Mobs Creek
Surat

EPC 2309

28 sub-blocks
2
96 km

27 July 2011

Thermal
Open cut

Mintovale
Moreton

MDL 138

n/a
244 ha

22 Mar 2010

Thermal
Open cut

Kilmain
Bowen

Calen
Calen

Townsville
Northern Bowen

TOTAL

747 sub-blocks
2
2,361 km

2

Where a renewal application is a properly made application, an EPC will continue in force subject to the rights,
entitlements and obligations in effect immediately before the end of the expiry day until the application is
withdrawn, refused or granted.
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In addition to the 14 tenements that make up the existing 11 projects as tabled above, the Allegiance
Coal Group has applications for 12 other exploration permits within the Bowen, Surat and
Clarence/Moreton Basins as summarised in the table below. These are either secondary or competing
applications.
Table 5: Allegiance Coal's Tenement Application Details
Tenement

Tenement No.

Location (in Queensland)
(distances are approximate)

North Texas

EPCA 2132

17km North of Texas

Parapi

EPCA 2154

20km West of Mackay

Lilyvale

EPCA 2182

36km North of Comet and 9km East of Lilyvale

Sandy Creek

EPCA 2251

115km South-West of Charters Towers

Dingo

EPCA 2281

38km North-North West of Dingo

Mount Marrow

EPCA 2374

10km East of Laidley

Palmeria

EPCA 2474

80km West-North West of Rockhampton

Corsia

EPCA 2592

70km South-East of Collinsville and 95km West of Mackay

Fleetwood South

EPCA 2698

37km East of Mackay and 12km North of Calen

Fleetwood East

EPCA 2699

37km East of Mackay and 10km North of Calen

Mayaca

EPCA 2644

220km South-West of Townsville

Galium

EPCA 2634

37km North and 12km West of Mackay.

There can be no guarantee that the Company will be granted any of these applications.
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Back Creek Project

The Back Creek Project has potential for a large open pit thermal coal deposit with an identified target
of up to 80 million tonnes, contained within the Auburn, Bulwer and Condamine Seams.
Location: 45km south-east of Wandoan in
the Surat Basin
Area: 68km2
Target: Low ash thermal coal
Tenement: EPC 1297
Proximity to Infrastructure: Planned Surat
Basin Rail Line is 20 km to the west of the
tenement connecting to the Port of
Gladstone.
6.3.1

Exploration History and Geology

Back Creek is a Surat Basin project with little previous exploration within the area identifying Auburn,
Bulwer and Condamine Seams in the lower part of the Taroom Coal Measures. The area at one time
was relinquished as the deposit was considered too small, but with changes in economic, technical and
infrastructure conditions as well as improved mining methods, (including thin seam and selective
mining of coal seams) economic mining of Surat Basin coal is possible.
There has been extensive exploration down dip and along strike from Allegiance Coal’s Back Creek
Project, which provided data to enable planning of the exploration program. The first drilling by the
Company took place during 2011 in the northern part of the tenement and intersected cumulative coal
of 7.2 metres within the Bulwer and Condamine Seams at a depth of 66 metres. Coal cores from two
cored holes provided raw coal for testing which proved the existence of high energy, low ash thermal
coal with some plies of coal suitable to be mined and sold direct without washing.
6.3.2

Planned Exploration

An additional 32 drill holes in the southern part of the tenement are planned to commence in April
2012 with delivery of coal cores for testing from April to June 2012. The Company anticipates
receiving coal quality data by September 2012 and subsequently reporting JORC Resources in
November 2012.
6.3.3

Project Potential

The Back Creek Project has an exploration target of up to 80 million tonnes mineable by open cut
methods with an average strip ratio less than 10:1.3 The low ash thermal coal produced would be
suitable for export markets. Access to rail may also improve upon the completion of the planned Surat
Basin Rail Line. Upon confirmation of a marketable resource Allegiance Coal would confirm any port
allocation and subsequently rail allocation.
Allegiance Coal has commenced processes to secure rail and port capacity (and power and water) to
support the proposed development at Back Creek.

3

All statements pertaining to the Company's exploration targets and statements as to potential quantity and grade
made in this Prospectus are conceptual in nature. There has been insufficient exploration undertaken to date to
define a coal resource in accordance with the JORC Code, and it is uncertain if further exploration will result in
the determination of a coal resource in accordance with the JORC Code.

24

Allegiance Coal Ltd Prospectus

14 March 2012

Figure 3: Back Creek detail
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Kilmain Project

The Kilmain Project has potential for an underground coal deposit within the Rangal Coal Measures.
Location: Approximately 300km west of the
Port of Gladstone in the Bowen Basin.
Area: 56km2 (8.7km2 overlaps MDL340)
Target: Coking and low ash thermal coal
Tenements: EPCs 1298 (pending renewal)4
and 1917
Proximity to Infrastructure: Approximately
12km west of the Rolleston rail line, which
connects to the Port of Gladstone.
6.4.1

Exploration History and Geology

Kilmain is a Bowen Basin project with minimal earlier exploration of the Rangal Coal Measures within
the tenement. Extensive exploration has been conducted on adjoining areas: to the east up dip (where a
Measured Resource of 317 million tonnes and Indicated Resource of 639 million tonnes has been
reported); to the north west for coal seam gas; to the west on an anticline whose eastern limb extends
into the Kilmain area (where a an Indicated Resource of 102 million tonnes and an Inferred Resource
of 104 million tonnes has been reported); and on the adjacent tenement to the east and down dip for
coal seam gas. The Company drilled three cored holes in 2011, which confirmed coal seam
intersections in the Aries, Castor, Pollux and Orion Seams. The results of analysis of the recovered coal
core show potential for washed coking, PCI, and low ash thermal coal.
6.4.2

Planned Exploration

An additional nine drill holes in the tenement are planned for the second and third quarter of 2012, with
the objective of reporting JORC Resources in the second quarter of 2013.
6.4.3

Project Potential

There is potential for an underground deposit of coking/thermal coal within the Kilmain Project.
Kilmain has an initial coal target of up to 200 million tonnes. The Aries Seam has the potential to subcrop in the south west of the area. The Aries and Pollux Seams also lie within the area at depths of 200450 metres. While the Aries Seam is affected by splitting, the exploration target is to identify areas
where the seams coalesce. The Castor-Pollux Seams combine to attain 3 metres in thickness. With
seams low in ash, in the range of 10-16%, there is potential to define a thermal resource with no
requirement for washing. However, there is also the potential to wash the coal to produce both a coking
and a low ash thermal coal.
Allegiance Coal has commenced processes to secure rail and port capacity (and power and water) to
support the proposed development Kilmain.

4

Where a renewal application is a properly made application, an EPC will continue in force subject to the rights,
entitlements and obligations in effect immediately before the end of the expiry day until the application is
withdrawn, refused or granted.
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Figure 4: Kilmain detail
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Calen Project

The Calen Project has potential for underground PCI coal deposits.
Location: 25km west of Mackay in the
Calen Basin.
Area: 214km2
Target: Low volatile PCI coal
Tenements: EPCs 1631 and 1820
Proximity to Infrastructure: The main
northern rail line to Mackay is
approximately 5km east of the area,
connecting to Dalrymple Bay Coal
Terminal.
6.5.1

Exploration History and Geology

The Calen Basin has steeply dipping coal seams. There was previous underground mining to the east,
but with little exploration within the areas of EPC’s 1631 and 1820.
6.5.2

Project Potential

Previous exploration and mining has mainly been at shallow depth and any coal within the area is
likely to be low volatile high rank PCI coal. Recent geological mapping and some drilling have been
conducted in the adjacent exploration area. Historic mining at the Calen and Fleetwood collieries was
discontinued due to the steep dip of the coal seams. With modern mining methods the steeply dipping
seams are potentially capable of being mined. The project’s proximity to existing infrastructure along
with the quality of previously mined coal provides the potential for the discovery of coal deposits of
economic significance at depth.
Figure 5: Calen detail

The areas marked as “Relinquished Sub-Blocks” will be subject to relinquishment when and if draft
legislation defining these areas as “Urban Restricted Areas” is passed.
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Lochaber Project

The Lochaber Project has potential for open pit thermal coal deposits.
Location: 170km south of Gladstone in the
southern extension of the Mulgildie Basin.
Area: 118km2
Target: Thermal coal
Tenements: EPC 1672
Proximity to Infrastructure: The rail line
connecting to the Port of Gladstone via
Monto and Maryborough to the east lies
within the area. There is future potential for
loading in Bundaberg.
6.6.1

Exploration History and Geology

Little exploration has been undertaken in the southern part of the Mulgildie Basin, however, there has
been reported presence of coal in water bores, which encouraged the Company to proceed with this
exploration project. Two drill holes were completed in December 2011, and while not intersecting coal,
they provided valuable information on structure and stratigraphy. Field mapping is now underway to
assist in planning a future exploration program.
6.6.2

Project Potential

To the north of the area coal has been mined from the Monto deposit in the main Mulgildie Basin.
However no significant coal occurrences have been identified to date by exploration in the southern
extension of the basin around Lochaber. While exploration to date has been limited there is potential
for economic intersections of coal.
Figure 6: Lochaber detail
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Connemarra Project

The Connemarra Project is a speculative exploration area.
Location: In the Bowen Basin 345km west
of Gladstone.
Area: 138km2
Target: Thermal coal
Tenement: EPC 1296 (pending renewal)5
Proximity to Infrastructure: The rail line to
the Minerva mine is approximately 21km to
the east connecting to the Port of Gladstone.
6.7.1

Exploration History and Geology

No previous exploration has been carried out within this part of the Bowen Basin. While coal bearing
strata have been intersected in adjacent areas, and a water-bore within the EPC has intersected coal,
there has been no systematic exploration previously undertaken within the EPC.
6.7.2

Project Potential

The targets at Connemarra are within the Jochmus Formation and the basal part of the Colinlea
Sandstone. An exploration program based initially on five 120-metre deep drill holes has been planned.
Figure 7: Connemarra detail

5

Where a renewal application is a properly made application, an EPC will continue in force subject to the rights,
entitlements and obligations in effect immediately before the end of the expiry day until the application is
withdrawn, refused or granted.
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Townsville Project

The Townsville Project has potential for open pit and underground coal deposits.
Location: Surrounding the City of
Townsville in the northern most extension
of the Bowen Basin.
Area: 696km2
Target: Coking and high rank thermal coal.
Tenements: EPCs 1492 and 1617
Proximity to Infrastructure: The rail line
through the area connects to Abbot Point to
the south. There is potential for loading in
the Port of Townsville.
6.8.1

Exploration History and Geology

The area covers in part the extreme north of the Bowen Basin. There has been very limited exploration
in this northern most extension of the Bowen Basin despite coal being first recorded in Townsville in
1883.
In early 2011, following field mapping, four geophysically logged open holes were drilled by the
Company within EPC 1492 within the Roseneath Quarry. Carbonaceous shale and coaly shale bands
were intersected.
6.8.2

Project Potential

The presence of carbonaceous shale in local quarries recorded by recent mapping and drilling confirms
the prospectivity of this sedimentary package. The potential exists for small areas where thicker
sediment accumulated and coal deposition may have occurred.
Figure 8: Townsville detail

The areas marked as “Relinquished Sub-Blocks” will be subject to relinquishment when and if draft
legislation defining these areas as “Urban Restricted Areas” is passed.
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Normanby Project

The Normanby Project has potential for open pit and underground coal deposits.
Location: 40km southwest of Cooktown in
the Hodgkinson Basin.
Area: 267km2
Target: PCI and high rank anthracitic thermal
coal.
Tenement: EPC 1874
Proximity to Infrastructure: There is very
limited infrastructure apart from the
Cooktown Development Road that passes
through the area.
6.9.1

Exploration History and Geology

There has been very limited earlier exploration in the Hodgkinson Basin. Geological mapping north of
the EPC shows that the area is along strike of the Normanby Formation. Previous exploration
discovered coal in 21 outcrops in exploration conducted in the 1970s and the coal sampled was of high
rank. The coal outcrops occurred in faulted outliers of the coal bearing Permian Normanby Formation.
Due to the structural deformation of the coal measures any coal discovered is likely to be of high rank.
6.9.2

Project Potential

The project area may contain coal of high rank, which is likely to be structurally disturbed. With
modern mining methods the steeply dipping seams are potentially capable of being mined.
Figure 9: Normanby detail
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Pinetree Project

The Pinetree Project has potential for open pit and underground coal deposits.
Location: 100km west of Cooktown in the
Laura Basin
Area: 670km2
Target: PCI and high rank thermal coal
Tenement: EPC 1875
Proximity to Infrastructure: There is very
limited infrastructure apart from the
Peninsula Development Road and
Cooktown Development Road between
Cooktown and Laura.
6.10.1

Exploration History and Geology

There has been very limited earlier exploration within the Pinetree Project itself. Exploration was
undertaken in the 1970’s in adjacent areas. Vitrinite reflectance testing of sampled coal indicated that
the high rank coal is semi-anthracitic. Numerous outcrops of coal were located. One outcrop exposed
16 metres of steeply dipping deformed coal.
6.10.2

Project Potential

The project area may contain Permian outliers containing coal-bearing sediments.. Any coal discovered
is likely to be of high rank and structurally disturbed.. With modern mining methods steeply dipping
seams are potentially capable of being mined.. Mapping of the reported outcrops and sampling of the
coal will be the first part of the geological program to be undertaken by Allegiance Coal.
Figure 10: Pinetree detail
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Cedar Creek Project

The Cedar Creek Project has potential for an open pit thermal coal deposit.
Location: 30km northwest of Injune in the
Surat Basin.
Area: 36km2
Target: Thermal coal.
Tenement: EPC 2278
Proximity to infrastructure: A 33kV power
transmission line is near the area. There is a
rail line at Injune connecting to the Port of
Brisbane. There is potential for rail upgrades
including the Surat Rail Project connecting
to the Port of Gladstone.
6.11.1

Exploration History and Geology

Previous limited drilling in the adjacent area in the 1980’s targeted the Juandah Coal Measures. Coal
intersections were reported, but the recent holder of the adjacent area has not undertaken any drilling.
The nature of potential coal packages in the Surat Basin, being in pods and lenses, is what is expected
within Cedar Creek.
6.11.2

Project Potential

While previous limited drilling within the area has not defined an economic coal deposit, the
discontinuous nature of Surat Basin deposits provides the Company with the incentive for future
drilling.
Figure 11: Cedar Creek detail
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Mobs Creek Project

The Mobs Creek Project has potential for an open pit thermal coal deposit.
Location: 30km east of Dalby in the Surat
Basin
Area: 96km2
Target: Thermal coal
Tenement: EPC 2309
Proximity to infrastructure: 20km from the
Dalby to Oakey rail line connecting to the
Port of Brisbane.There is potential for rail
upgrades including the Surat rail project
connecting to the Port of Gladstone
6.12.1

Exploration History and Geology

Previous exploration in the 1980’s confirmed the presence of the Walloon Coal Measures in the Mobs
Creek Project area. Coal intersections were reported in a number of boreholes. Two boreholes
intersected coal at relatively shallow depths and were interpreted as the lowermost seams of the
Taroom Coal Measures of the Walloon Sub-group. Previous exploration has been insufficient to
accurately define the Walloon Coal Measures cropline.
6.12.2

Project Potential

Proposed exploration has the potential to find near surface coal following the accurate delineation of
the cropline.
Figure 12: Mobs Creek detail
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Mintovale Project

The Mintovale Project has potential for an open pit thermal coal deposit with an identified target of
shallow thermal coal suitable for domestic and export markets. However, draft legislation introduced
by the Queensland Government proposes to prohibit open cut mining within "Urban Restricted Areas".
The Mintovale Project falls within a proposed "Urban Restricted Area". As such, if that legislation is
passed, the potential resources within the Mintovale Project do not have a reasonable prospect of
economic extraction.
Allegiance Coal has terminated all exploration work within the Mintovale Project due to the draft
legislation referred to above. As such, the Mintovale Project's exploration history and project potential
are provided for information purposes only, and assuming that draft legislation referred to above is not
passed or lapses.
Location: 87km southwest of Brisbane in the
Moreton Basin.
Area: 244ha
Target: Thermal coal
Tenement: MDL 138
Proximity to Infrastructure: approximately 30
km west of standard gauge rail into the Port of
Brisbane.
6.13.1

Exploration History and Geology

Previous exploration has been conducted in relation to the Jurassic Walloon Coal Measures within the
Clarence-Moreton Basin. Earlier exploration has provided data on coal sequences and coal quality.
6.13.2

Project Potential

Assuming that the draft legislation referred to above is not passed or lapses, the Mintovale Project has
the potential for a shallow open-cut mine with selective mining of individual coal plies for direct sale
of mined coal. The Project has one main coal seam comprising up to 20 plies over an interval of 30
metres, the total coal thickness ranges from less than 1 metre to 7.5 metres and depth of cover ranges
from 30 metres to 50 metres. As a result, the vertical strip ratio ranges from 4:1 to 8:1 over the most
prospective area.
Current analytical results show that the coal can be washed to a high volatile medium ash thermal coal
suitable for domestic power generation or an export coal market.
Assuming that the draft legislation referred to above is not passed or lapses, the objective of any future
exploration would be to raise the current target to a JORC compliant resource. The status of such a
resource will depend on the results of the data obtained. The new drilling information along with
existing drill hole data would enable correlation of the coal plies and this will be incorporated into an
enhanced geological model. Additional cored holes will provide coal intersections for further quality
testing. Further drilling in accordance with modern practices is required to quantify the resource.
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Figure 13: Mintovale detail

37

Allegiance Coal Ltd Prospectus

6.14

14 March 2012

Exploration and Development Strategy

With the $7 million raised by the Offer the Company intends to:
a)

explore the Company’s coal tenements with expenditure of $3.7 million in Year 1 ending
December 2012 and $1.9 million in Year 2 ending December 2013;

b) seek to establish coal resources at Back Creek by November 2012 and Kilmain by the second
quarter of 2013 compliant with the JORC Code;
c)

conduct detailed geological mapping of the Calen, Pinetree, Normanby, Townsville and Lochaber
projects;

d) conduct follow-up drilling in selected sites at Calen and Townsville during the third and fourth
quarters of 2012;
e)

seek to acquire additional coal assets;

f)

plan for infrastructure requirements for Back Creek and Kilmain; and

g) subject to successful exploration, undertake mine development planning based on advanced
exploration results at Back Creek and Kilmain.
6.14.1

Overall Exploration Program

The exploration and drilling program, while focussing on the two lead projects, Back Creek and
Kilmain, will encompass all tenements.
While exploration activities are tailored for each tenement, the range of exploration activities include
the following:
a)

reviewing available data including regional geological surveys;

b) reviewing past drilling information;
c)

geological mapping of the tenement areas;

d) open hole drilling with downhole geophysical logging;
e)

part cored drilling of selected coal seams;

f)

analyses of coal cores recovered;

g) analysis of gases within coal seams intersected; and
h) geological resource modelling and reporting.
Based on successful exploration the more advanced projects will proceed with large diameter coring
and full washability modelling with the recovered cores.
6.14.2

Development Strategy

A 'Project Definition Statement' will be prepared for each project following completion of the initial
drilling program to ensure all inputs for future studies are delineated.
Subject to exploration results leading to an Indicated Resource compliant with the JORC Code, initial
mine planning will be undertaken. Subject to any mine planning confirming suitable parameters for a
mine, including access to transport, export coal loading capacity, and power and water supply, the
Company aims to elevate resources to reserve status in compliance with the JORC Code.
Pre-feasibility studies and bankable feasibility studies will subsequently be undertaken on projects that
meet the Company’s criteria for adding shareholder value.

6.15

Exploration Budget

For each tenement the exploration budget has been assessed individually based on the explicit work
program with detailed costing for each operation.
The exploration budget for the next two years upon completion of the Offer is tabled below.
Expenditure on exploration in the first year may be accelerated based on results obtained.
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Table 6: Proposed Exploration Expenditure
Project
Back Creek

Year 1

Year 2
$835,000

$207,000

$1,370,000

$206,000

Connemarra

$176,000

$160,000

Calen

$174,000

$216,000

Lochaber

$100,000

$161,000

Townsville

$264,000

$238,000

Normanby

$98,000

$86,000

$323,000

$211,000

Cedar Creek

$59,000

$75,000

Mobs Creek

$199,000

$359,000

$45,000

$9,000

$3,647,000

$1,927,000

Kilmain

Pinetree

Mintovale
Total

The proposed expenditure is a maximum that would apply should exploration be successful in all areas.
The planned exploration expenditure may vary as new results are received and new information is
generated. Funds allocated as presented above could be redirected if deemed appropriate by the Board.
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The financial information set out in this Section 7 summarises the Company’s selected consolidated
financial data. The Company’s reviewed statement of financial position as at 30 November 2011 is set
out in Section 7.4 in addition to a pro forma statement of financial position as at 30 November 2011.
This section contains the following financial information, prepared by the Directors:
a)

The Historical Consolidated Statement of Financial Position as at 30 November 2011; and

b) A Pro Forma Consolidated Statement of Financial Position as at 30 November 2011, which
assumes completion of the transactions set out in Section 7.5 as at that date, including the Offer
under this Prospectus.
The Directors of the Company are responsible for the inclusion of all financial information in the
Prospectus. The Historical and Pro Forma Statements of Financial Position have been reviewed by
Grant Thornton Corporate Finance Pty Ltd whose Investigating Accountant’s Report is contained in
Section 11.
The information set out in this Section 7 and the Company’s selected consolidated financial
information should be read together with:
a)

Management’s discussion & analysis set out in Section 7.2;

b) The risk factors described in Section 12;
c)

The Investigating Accountants Report on the Historical and Pro Forma Financial Information set
out in Section 11; and

d) The other information contained in this Prospectus.

7.2

Management’s discussion & analysis of the historical financial
information

7.2.1

Overview

The Company was incorporated on 13 April 2011 and is an Australian domiciled, coal exploration
company which has acquired 14 tenements (comprising a mineral development licence and 13 EPC's)
totalling 2,389 square kilometres within seven Queensland coal basins. These projects are at different
stages of exploration. On inception, the Company immediately acquired the entire issued capital of
MCI by way of the issue of 125,000,000 fully paid ordinary shares to the existing shareholders of
Mineral and Coal Investments Pty Ltd (Gullewa and CRA) and therefore the Company has had limited
operating history.

7.3

Reviewed statement of financial position

The Company’s statement of financial position as at 30 November 2011 was reviewed by Grant
Thornton Audit Pty Ltd.
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Pro Forma Consolidated Statement of Financial Position as at 30
November 2011

The following pro forma consolidated statement of financial position has been prepared to illustrate the
effects of the pro forma adjustments including the Offer which are set out below and in Section 7.5, as
if they had occurred on or before 30 November 2011.

Pro forma financial information

Notes

Reviewed
as at
30 November
2011
(1)
$’000

Adjustments
$’000

Pro forma
as at
30 November
2011
(2)
$’000

CURRENT ASSETS
Cash and cash equivalents

1

2,097

5,293

7,390

127

36

163

2,224

5,329

7,553

36

-

36

Exploration and evaluation assets

2,508

100

2,608

TOTAL NON CURRENT ASSETS

2,544

100

2,644

TOTAL ASSETS

4,768

5,429

10,197

Trade and other payables

392

(220)

172

Financial liabilities

350

(345)

5

TOTAL CURRENT LIABILITIES

742

(565)

177

2,819

(277)

2,542

TOTAL NON CURRENT LIABILITIES

2,819

(277)

2,542

TOTAL LIABILITIES

3,561

(842)

2,719

NET ASSETS

1,207

6,271

7,478

2,600

6,548

9,148

329

-

329

(1,722)

(277)

(1,999)

1,207

6,271

7,478

Trade and other receivables
TOTAL CURRENT ASSETS
NON CURRENT ASSETS
Plant and equipment

CURRENT LIABILITIES

NON CURRENT LIABILITIES
Financial liabilities

2

EQUITY
Issued capital

3

Reserves
Accumulated losses
TOTAL EQUITY

4

(1)

The historical statement of financial position has been extracted from the reviewed statement of financial
position of Allegiance Coal as at 30 November 2011.
(2)
The pro forma statement of financial position as at 30 November 2011 reflects the pro forma adjustments
and the application of the funds from the Offer less the costs associated with the Offer as set out below.
The statement of financial position should be read in conjunction with the notes set out in the following section.
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Pro forma adjustments

The following transactions and events contemplated in this Prospectus, referred to as the Pro forma
Adjustments, which are to take place on or before the completion of the Offer are presented as if they
together with the Offer had occurred on or before 30 November 2011:
7.5.1

Subsequent events

Related party loan repayments
Accrue and capitalise interest of $41,000 on the related party financial liabilities and repay a portion of
the principal component of the related party financial liabilities in December 2011 and January 2012
amounting to $0.67 million.
Trade creditor repayments
Repayment of trade creditors in December 2011 and January 2012 amounting to $0.22 million.
Payment for exploration and evaluation expenditure
Payment for capitalised exploration and evaluation expenditure incurred throughout December 2011
and January 2012 amounting to $0.1 million.
7.5.2

Pro forma adjustments

Priority Offer
The issue of up to 15,000,000 fully paid shares at $0.20 each amounting to $3 million to the existing
shareholders of Allegiance Coal (other than Gullewa and CRA), Gullewa and CRA, under the “Priority
Offer”. One free Attaching Option will be issued for every 4 shares issued under the Priority Offer.
These options have an exercise price of $0.25 and an expiry date of 30 March 2014;
Public offer
The issue of 20,000,000 fully paid shares at $0.20 each amounting to $4 million to the public, under the
“Public Offer”. One free Attaching Option will be issued for every 4 shares issued under the Public
Offer. These options have an exercise price of $0.25 and an expiry date of 30 March 2014;
Offer costs
Expenses associated with the offer (including advisory, legal, accounting and administrative fees as
well as printing, advertising and other expenses), estimated to be $0.72 million (inclusive of GST). A
detailed breakdown is set out below. An amount of $0.5 million has been charged against issued capital
and $0.2 million against accumulated losses; and
Description of Costs

Cost

GST

Total

$'000

$'000

$'000

Legal fees

46

5

51

Independent Geologists fees

20

2

22

Independent Tenement expert fees

20

2

22

Accountants fees

15

2

17

Lead manager fees

70

7

77

350

-

350

Printing costs

30

3

33

Public relations

20

2

22

Consultants

45

5

50

6

1

7

65

7

72

687

36

723

Underwriting fees

Share registry
ASX fees
Estimated total Offer costs (cash)
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A deferred tax asset has not been recognised in relation to the capitalised Offer costs due to the
uncertainty surrounding the flow of economic benefits that will flow to the Company in future periods.
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Notes to the pro forma Statement of Financial Position

Note 1 – Cash and Cash Equivalents
The pro forma cash and cash equivalents is set out below:
Pro forma
$’000
Cash and cash equivalents at 30 November 2011

2,097

Subsequent events:
Repayment of related party financial liabilities

(664)

Repayment of trade creditors

(220)

Payment for capitalised exploration and evaluation expenditure

(100)
1,113

Pro forma transactions:
Proceeds from shares issued under the Priority Offer

3,000

Proceeds from shares issued under the Public Offer

4,000

Payment of the Offer costs

(723)

Pro forma cash and cash equivalents

7,390

Note 2 – Financial liabilities (current and non current)
The pro forma financial liabilities (current and non current) is set out below:
Pro forma
$’000
Gullewa
CRA
Pro forma financial liabilities
Current financial liabilities

2,100
447
2,547
5

Non current financial liabilities

2,542

Pro forma financial liabilities

2,547

Note 3 – Issued Capital
The pro forma issued capital is set out below:
Pro forma
$’000
Issued capital at 30 November 2011

2,600

Pro forma transactions:
Proceeds from shares issued under the Priority Offer

3,000

Proceeds from shares issued under the Public Offer

4,000

Capital raising costs of the Offer

(452)

Pro forma issued capital

9,148
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no. of shares

Number of shares issued at 30 November 2011

141,666,674

Pro forma transactions:
Shares issued under the Priority Offer

15,000,000

Shares issued under the Public Offer

20,000,000

Pro forma number of shares issued

176,666,674

Note 4 – Accumulated Losses
The pro forma accumulated losses position has been calculated as follows:
Pro forma
$’000
Accumulated losses at 30 November 2011

(1,722)

Subsequent event:
Accrued interest on the related party financial liabilities

(41)
(1,763)

Pro forma transaction:
Costs expensed to the income statement which are a consequence of the Offer
Pro forma accumulated losses

(236)
(1,999)

Note 5 – Share Options
The pro forma number of options has been calculated as follows:
Pro forma
$’000
Number of options at 30 November 2011

11,205,561

Pro forma transactions:
Attaching Options issued under the Priority Offer

3,750,000

Attaching Options issued under the Public Offer

5,000,000
8,750,000

Pro forma number of options issued

19,955,561

Details of the pro forma share options issued are set out below:
Type of unlisted option

Exercise

Expiry

price

date

Number of
options

Employee options

$0.25

9 May 2016

4,900,000

Consultant options

$0.25

9 May 2016

750,000

Shareholders options

$0.25

30 March 2014

5,555,561

Total number of unlisted options at 30
November 2011

11,205,561
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Exercise

Expiry

price

date

Number of
options

Attaching Options issued under the Priority Offer

$0.25

30 March 2014

3,750,000

Attaching Options issued under the Public Offer

$0.25

30 March 2014

5,000,000

Type of listed option

8,750,000
Pro forma number of options issued

19,955,561
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7.7.1

Basis of preparation
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The Pro forma consolidated Statement of Financial Position presented in this Section 7 represents the
ongoing business of Allegiance Coal.
The financial information set out in the Prospectus has been prepared in accordance with the
recognition and measurement principles (but not all the disclosure requirements) prescribed by
Australian Accounting Standards and other pronouncements of the Australian Accounting Standards
Board. The Company’s significant accounting policies are set out below.
7.7.2

Significant accounting policies

Principles of consolidation
The consolidated financial information incorporates the assets, liabilities and results of entities
controlled by Allegiance Coal at 30 November 2011. A controlled entity is any entity over which
Allegiance Coal has the power to govern the financial and operating policies so as to obtain benefits
from the entity’s activities. Control will generally exist when the parent owns, directly or indirectly
through subsidiaries, more than half of the voting power of an entity. In assessing the power to govern,
the existence and effect of holdings of actual and potential voting rights are also considered.
In preparing the consolidated financial information, all intragroup balances and transactions between
entities in the consolidated group have been eliminated on consolidation. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with those adopted by the parent
entity.
Non-controlling interests, being the equity in a subsidiary not attributable, directly or indirectly, to a
parent, are shown separately within the equity section of the consolidated statement of financial
position. The non-controlling interests in the net assets comprise their interests at the date of the
original business combination and their share of changes in equity since that date.
Property, plant and equipment
Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation and impairment losses.
Property
Freehold land and buildings are shown at their fair value (being the amount for which an asset could be
exchanged between knowledgeable willing parties in an arm’s length transaction). Valuations are
performed whenever the directors believe there has been a material movement in the value of the assets.
Increases in the carrying amount arising on revaluation of land and buildings are credited to a
revaluation reserve in equity. Decreases that offset previous increases of the same asset are charged
against the related revaluation reserve directly in equity; all other decreases are charged to the
statement of comprehensive income.
Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying
amount of the asset and the net amount is restated to the revalued amount of the asset.
Plant and equipment
Plant and equipment are measured at cost less depreciation and impairment losses.
The cost of fixed assets constructed within the group includes the cost of materials, direct labour,
borrowing costs and an appropriate proportion of fixed and variable overheads.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the group and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the statement of comprehensive income during the financial period in which they are
incurred.
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Depreciation
The depreciable amount of all fixed assets including building and capitalised leased assets, but
excluding freehold land, is depreciated on a straight line basis over their useful lives to the group
commencing from the time the asset is held ready for use. Leased assets are depreciated over the
shorter of either the unexpired period of the lease or the estimated useful lives of the assets.
The depreciation rates used for each class of depreciable assets are:
Class of fixed asset

Useful life

Plant and equipment

4 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
period date.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.
Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These
gains or losses are included in the statement of comprehensive income.
7.7.3

Leases

Leased assets are depreciated on a straight line basis over the shorter of their estimated useful lives or
the lease term.
Lease payments for operating leases, where substantially all the risks and benefits remain with the
lessor, are charged as expenses in the periods in which they are incurred.
Lease incentives under operating leases are recognised as a liability and amortised on a straight line
basis over the life of the lease term.
7.7.4

Financial instruments

Initial recognition and measurement
Financial instruments, incorporating financial assets and financial liabilities, are recognised when the
entity becomes a party to the contractual provisions of the instrument. Trade date accounting is adopted
for financial assets that are delivered within timeframes established by marketplace convention.
Financial instruments are initially measured at fair value plus transactions costs where the instrument is
not classified as at fair value through profit or loss. Transaction costs related to instrument classified as
at fair value through profit or loss are expensed to profit or loss immediately. Financial instruments are
classified and measured as set out below.
Effective interest rate method
The effective interest method is a method of calculating the amortised cost of a financial asset and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial assets, or, where
appropriate, a shorter period.
Income is recognised on an effective interest rate basis for debt instruments other than those financial
assets ‘at fair value through profit or loss’.
Classification and subsequent measurement
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and are stated at amortised cost using the effective interest rate method.
Financial liabilities
Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at
amortised cost using the effective interest rate method.
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Impairment of financial assets
At each reporting date, the group assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of available for sale financial instruments, a significant or
prolonged decline in the value of the instrument is considered to determine whether an impairment has
arisen. Impairment losses are recognised in the statement of comprehensive income.
The carrying amount of financial assets including uncollectible trade receivables is reduced by the
impairment loss through the use of an 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.
With the exception of available for sale equity instruments, 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 was recognised, the previously recognised impairment loss is reversed through profit or
loss to the extent the carrying amount of the investment at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised.
In respect of available for sale equity instruments, any subsequent increase in fair value after an
impairment loss is recognised directly in the financial assets reserve in other comprehensive income.
Derecognition
Financial assets are derecognised where the contractual rights to receipt of cash flows expires or the
asset is transferred to another party whereby the entity no longer has any significant continuing
involvement in the risks and benefits associated with the asset. Financial liabilities are derecognised
where the related obligations are either discharged, cancelled or expire. The difference between the
carrying value of the financial liability extinguished or transferred to another party and the fair value of
consideration paid, including the transfer of non-cash assets or liabilities assumed is recognised in
profit or loss.
7.7.5

Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short term, highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.
7.7.6

Exploration and evaluation

Exploration and evaluation expenditures in relation to each separate area of interest are recognised as
an exploration and evaluation asset in the year in which they are incurred where the following
conditions are satisfied:
a)

the rights to tenure of the area of interest are current; and

b) at least one of the following conditions is also met:
and
a)

the exploration and evaluation expenditures are expected to be recouped through successful
development and exploration of the area of interest, or alternatively, by its sale; or

b) exploration and evaluation activities in the area of interest have not at the reporting date 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 area of interest
are continuing.
Exploration and evaluation assets are initially measured at cost and include acquisition of rights to
explore, studies, exploratory drilling, trenching and sampling and associated activities and an allocation
of depreciation and amortisation of assets used in exploration and evaluation activities. General and
administrative costs are only included in the measurement of exploration and evaluation costs where
they are related directly to operational activities in a particular are of interest.
Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest
that the carrying amount of an exploration and evaluation asset may exceed its recoverable amount.
The recoverable amount of the exploration and evaluation asset (or the cash generating unit(s) to which
it has been allocated, being no larger than the relevant area of interest) is estimated to determine the
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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.
Where a decision is made to proceed with development in respect of a particular area of interest, the
relevant exploration and evaluation asset is tested for impairment and the balance is then reclassified to
development.
7.7.7

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of
GST incurred is not recoverable from the Australian Taxation Office. In these circumstances, the GST
is recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Receivables and payables in the statement of financial position are shown inclusive of GST.
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Directors And Management

Mr Anthony (Tony) W Howland-Rose
Non-Executive Chairman
MSc, DIC, FGS, FIMMM, FAusIMM , MAICD, FAIG, CEng

Tony has 49 years experience in exploration, discovery,
development and corporate activity worldwide in the junior
exploration sector.
From 1962 to 1965 he served as Exploration Geophysicist with
the Commonwealth Bureau of Mineral Resources (now
Geoscience Australia). From 1966 to 1992 he was with the
worldwide geophysical consulting, contracting and instrument
manufacturing company, Scintrex Limited based in Toronto,
Canada.
He has been involved in a number of mineral discoveries, the most recent of which was the Avebury
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IMPORTANT INFORMATION ABOUT THIS DOCUMENT
1.






Purpose of Report
This report has been produced by or on behalf of Runge Limited (Runge) for inclusion in the Prospectus to
be issued by Allegiance Coal Limited (Allegiance Coal or the Company) in connection with an initial public
offering (IPO) of securities in the Company and the proposed admission of the Company to the Official
List of the Australian Securities Exchange (ASX) through quotation of its shares. Runge was commissioned
by Allegiance Coal to prepare an independent technical review of 13 Coal Exploration Licences and one
Mineral Development Licence located in Queensland, which are wholly owned by its operating wholly
owned subsidiary Mineral and Coal Investments Pty Ltd (M&CI) and an indirectly wholly owned subsidiary
of M&CI, Moreton Coal Pty Ltd.
Runge has conducted its review in accordance with the requirements of the Australian Code for Reporting
of Exploration Results, Mineral Resources and Ore Reserves, prepared by the Joint Ore Reserve Committee
of the Australasian Institute of Mining and Metallurgy, Australian Institute of Geoscientists and Minerals
Council of Australia (JORC) – Effective December 2004 (the JORC Code).
This report is provided to Allegiance Coal in connection with the proposed IPO and should not be used or
relied upon for any other purpose. This report does not constitute an audit.

2. Use of Report
The Company’s use and disclosure of this report is subject to the terms and conditions under which Runge
prepared the report.
3.

Notice to Third Parties

Runge prepared this report for the Company for inclusion in its Prospectus and in connection with the proposed
IPO. However, Runge notes that it has prepared this report having regard to the particular needs and interests
of the Company, and in accordance with the Company’s instructions. It did not draft this report having regard
to any other person’s particular needs or interests. Your needs and interests may be distinctly different to the
Company’s needs and interests, and the report may not be sufficient, fit or appropriate for your purposes.

4.

Inputs, subsequent changes and no duty to update



Runge has created this report using data and information provided by or on behalf of the Company (and
the Company’s agents and contractors). The opinions stated herein are given in good faith. Runge has
exercised all due care in reviewing the supplied information and believes that the information and data
supplied to it are factual and correct and the interpretations are reasonable. Runge has independently
analysed the data of Allegiance Coal and MC&I, but the accuracy of the conclusions of the review largely
relies on the accuracy of the supplied data. Unless specifically stated otherwise, Runge has not
independently verified that data and information. Runge accepts no liability for the accuracy or
completeness of that data and information, even if that data and information has been incorporated into or
relied upon in creating this report (or parts of it).
The conclusions and opinions contained in this report apply as at the date of the report. Events (including
changes to any of the data and information that Runge used in preparing the report) may have occurred
since that date which may impact on those conclusions and opinions and make them unreliable. Runge is
under no duty to update the report upon the occurrence of any such event, though it reserves the right to
do so.



5. Mining Unknown Factors
The ability of any person to achieve forward-looking production and economic targets is dependent on
numerous factors that are beyond Runge’s control and that Runge cannot anticipate. These factors include, but
are not limited to, site-specific mining and geological conditions, management and personnel capabilities,
availability of funding to properly operate and capitalize the operation, variations in cost elements and market
conditions, developing and operating the mine in an efficient manner, unforeseen changes in legislation and new
industry developments. Any of these factors may substantially alter the performance of any mining operation.
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1.

INTRODUCTION

1.1

Overview
Runge Limited (Runge) has been engaged by Allegiance Coal Limited (Allegiance Coal or the
Company) to undertake an independent technical review of 13 Coal Exploration Licences and
one Mineral Development Licence wholly owned by its operating subsidiary Mineral and Coal
Investments Pty Ltd (M&CI) and an indirectly wholly owned subsidiary of M&CI, Moreton
Coal Pty Ltd. The prospects are all located in Queensland and are shown on Figure 1.1 below,
and in Table 1.1. M&CI has also submitted 12 Coal Exploration Licence Applications, which
are listed in Section 13. M&CI has recently applied to amalgamate the two Kilmain tenements
EPC1298 and EPC1917, under EPCA2826.

Runge Limited
Page 2
Report No. ADV-BR-10682a /February, 2012
This report has been prepared for the sole use of Allegiance Coal Limited and must be read in its entirety and subject to the third party disclaimer clauses contained in the
body of this report.

ALLEGIANCE COAL LIMITED
INDEPENDENT GEOLOGIST’S REPORT

Figure 1.1
M&CI Exploration Areas
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Table 1.1
M&CI Project Details
Project
Name

Basin

Back Creek
Kilmain

Surat
Bowen

Calen

Calen

Lochaber

Mulgildie

Connemarra

Bowen

Townsville

Northern
Bowen

Normanby

Hodgkinson

Pinetree

Tenement
No.
EPC1297
EPC1298

Number
of Sub
blocks

Surface
area
2
km

20
16

68
50

Grant /
Application Date
22-Mar-10
Renewal pending

Coal Type

Deposit

Thermal
Coking/thermal

Open cut
Underground

EPC1917

2

6

EPC1631

52

161

5-Nov-09

PCI

Open cut / Underground

EPC1820

17

53

19-Feb-10

PCI

Open cut / Underground

EPC1672

38

117.8

18-Dec-09

Thermal

Open cut

EPC1296

40

138

Renewal pending

Thermal

Open cut

EPC1492

154

494

21-May-10

Coking/thermal

Open cut / Underground

EPC1617

65

202

6-Aug-09

Coking/thermal

Open cut / Underground

EPC1874

86

267

19-Apr-11

Low vol PCI

Open cut

Laura

EPC1875

217

670

19-Apr-11

Low vol PCI /
thermal

Open cut

Cedar
Creek

Surat

EPC2278

12

36

31-May-11

Thermal

Open cut

Mobs Creek

Moreton

EPC2309

28

96

27-Jun-11

Thermal

Open cut

Mintovale

Moreton

MDL138

244ha

22-Mar-10

Thermal

Open cut

TOTAL

747

22-Mar-10

2361

The purpose of this report is to provide an independent geologist’s report for inclusion in a
prospectus, as Allegiance Coal is proposing to list on the ASX.

1.2

Statement
This report has been prepared by Ms Merryl Peterson, a full-time employee of Runge Limited.
She has over 35 years experience as a geologist, and 25 years experience in geological modeling
and resource estimation for coal deposits. Ms Peterson has sufficient experience which is
relevant to the style of mineralisation and type of deposit under consideration and to the activity
which she is undertaking to qualify as a Competent Person as defined in the 2004 edition of the
Australasian Code for Reporting of Mineral Resources and Ore Reserves, and the 2005 edition
of the VALMIN Code.
Ms Peterson is signing off as the Competent Person for this report. She consents to the
inclusion in the report of the matters based on this information in the form and context in
which it appears.
(Signed) ______________________________
Merryl Peterson B.Sc.Geol.Hons M.Sc.Env.Sc. MAusIMM
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Ms Merryl Peterson and Runge Limited are entirely independent of M&CI and Allegiance Coal,
and have not worked for either M&CI or Allegiance Coal, nor their owners and directors, for a
period of greater than 2 years. Ms Peterson confirms that she has complied with the
requirements of ASIC Regulatory Guide 112 “Independence of Experts” and the VALMIN
Code.
Runge’s fee for this project has been charged on a “Time and Materials” basis, and Ms Peterson
has been charged at her normal hourly rate. Neither Runge nor Merryl Peterson have received
any other benefit in connection with this report.

1.3

Method
A number of sources were accessed to compile this report. Tenement status was confirmed
from the Queensland Department of Employment, Economic Development and Innovation
website using the IRTM (Interactive Resource and Tenure Map) functionality.
A brief summary of previous exploration and the geological setting for the tenements was
obtained from M&CI.
Copies of Company Reports on each area were obtained from the Queensland Department of
Employment, Economic Development and Innovation QDEX (Queensland Digital
Exploration Reports) website1. The list of available reports was compiled by M&CI but checked
by Runge to ensure no relevant data has been overlooked. This was done by using the IRTM
website to locate tenements held in previous years over the areas covered by the current M&CI
tenements. A review of these reports allowed verification of data obtained from M&CI.
Appendix A lists the reports reviewed.
The IRTM functionality was also used to confirm the status of restricted or unavailable land
over the tenements. However Runge is not qualified to comment as to the status of tenements
with respect to the Native Title Act, and thus have made no attempt to verify statements by
M&CI as to the status of Native Title Protection Conditions.
All figures within this report have been compiled from information obtained from the IRTM
websites or from company reports obtained from QDEX.
Some discussions have been held on technical and tenure aspects of the tenements with M&CI
directors and personnel. Details and proposed expenditure for the planned exploration
programs have been obtained from M&CI. No discussions on Runge’s opinions or conclusions
have been entered into with M&CI directors or personnel.

Please note that the authors of these reports have not consented to the use of the historical geological report references in this
Prospectus.
1
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1.4

Proposed Exploration Expenditure
M&CI has drawn up a budgeted exploration expenditure for each of the tenements (Table 1.2).
The exploration steps for each project vary and are discussed in the section for each tenement.
The proposed expenditure is a maximum that would apply should exploration be successful in
all areas.
At present it is impossible to state what the total expenditure would be. Exploration will be
funded by the current shareholders of Allegiance Coal or by an IPO.
Table 1.2
Proposed Exploration Expenditure

Tenement

Years of Grant $’000
Year 1

Year 2

EPC1297 Back Creek
EPC1298 Kilmain
EPC1917 Kilmain South
MDL138 Mintovale
EPC1631 Calen
EPC1820 Boldon
EPC1672 Lochaber
EPC1296 Connemara
EPC1492 Townsville
EPC1617 Townsville
Extended
EPC1874 Normanby
EPC1875 Pinetree
EPC2278 Cedar Creek
EPC2309 Mobs Creek

835
1,359
11
45
131
43
100
176
94

207
176
30
9
162
54
161
160
74

170
98
323
59
199

164
86
211
75
359

TOTAL

3,647

1,927
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2.

EPC1297 BACK CREEK

2.1

Introduction
EPC1297 Back Creek covers an area of 68 sq km and consists of 20 sub-blocks. The tenement
was granted on 22 March 2010 to M&CI and the lease expires on 21 March 2012. EPC1297 is
also under application for a petroleum license EPPA747 by Arrow Energy Ltd. EPC1297 lies
45km south-east of Wandoan, and 50km north-east of Miles (Figure 2.1).
The area consists of gently undulating land draining to the south-east. It is heavily timbered
with only small areas cleared for grazing. Two-thirds of EPC1297 is covered by the Barakula
State Forest, whilst the extreme northern portion of EPC1297 lies within the Quandong State
Forest.
This area of the Surat Basin has become more economically attractive with the announcement
of the extension of the railway from Wandoan to Gladstone – the “missing link”.
Figure 2.1
Location of EPC1297 Back Creek
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2.2

Environment and Cultural Heritage
More than 50% of EPC1297 is covered by State Forest, thus the whole area is subject to Native
Title Protection Conditions.

2.3

Geology
EPC1297 lies in the northern Surat Basin. The coal bearing sediments in this area occur within
the Jurassic Walloon Coal Measures, part of the Injune Creek Group. The Walloon Coal
Measures have been sub-divided into 3 units, the lowermost of which, the Taroom Coal
Measures, occurs within EPC1297. The stratigraphy of this part of the Surat Basin is shown in
Table 2.1.
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Table 2.1
Stratigraphy of the Back Creek Area
AGE

STRATIGRAPHIC UNIT
GROUP

THICKNESS
(m)

MEMBER

0-45

TERTIARY
LOWER
CRETACEOUS
JURASSIC TO
LOWER
CRETACEOUS

INJUNE
CREEK
GROUP

30

Sandstone

Kumbarilla
Beds

600

Sandstone, Siltstone,
Mudstone

100-250

Sandstone, Siltstone,
Mudstone

Walloon Coal
Measures

0-50

Sandstone

50

Siltstone, Mudstone

80

Sandstone, Mudstone,
Coal

Juandah
Coal
Measures

150

Tangalooma
Sandstone

150

Mainly siltstone and
mudstone with
interbedded coal seams
(Kentucky and Wandoan
Seam Intervals). Fine
grained sandstones also
occur.
Sandstone is dominant.
Siltstone, mudstone and
thin coal seams are also
present.

100

Interbedded sandstone,
siltstone, and mudstone.
A number of coal seams
(Pelham Seam Interval)
are developed.

100

Dominantly sandstone
with some siltstone and
mudstone. Minor thin
coal lenses.

Eurombah
Formation

25

Sandstone

Hutton
Sandstone

200

Sandstone

Taroom
Coal
Measures

LOWER TO
MIDDLE
JURASSIC

Sandstone, Mudstone

Mooga
Sandstone

Orallo
Formation
Gubberamunda
Sandstone
Westbourne
Formation
Springbok
Sandstone

MIDDLE TO
UPPER
JURASSIC

LITHOLOGY

Recent interest in the area has led to the renaming and wider recognition of the seams in the
Taroom Coal Measures. The main seam in this area used to be called the Pelham Seam. There
are now three major seam groups correlated within the area – Auburn, Bulwer and Condamine
Seams (Figure 2.2).
Runge Limited
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Figure 2.2
Back Creek Seam Nomenclature

Source: Tamplin Resources Pty Ltd (Reference 1)
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The Back Creek area contains at least 25 coal plies that are grouped into 11 main coal intervals
– A1 to A2 (Auburn), B1 to B3 (Bulwer) and C1 to C6 (Condamine). The plies are generally not
laterally extensive and tend to split and coalesce. The coal plies are interbanded with fine to
medium grained grey argillaceous sandstone. Total coal thickness of each seam group varies
quite widely (Table 2.2).
Table 2.2
Back Creek - Total Coal Thickness
Seam
Auburn
Bulwer
Condamine

No. Holes
61
61
61

Mean
0.7
1.8
2.3

Minimum
0.0
0.0
0.0

Maximum
5.4
7.0
9.1

The seams crop in the east of EPC1297 and dip gently south-westward at 1 to 3 degrees. A
north-east/south-west trending fault with a downthrow of approximately 20m to the north
occurs in the south of EPC1297.

2.4

Exploration History and Geological Modelling
The area was held by The Shell Company of Australia Limited (Shell) in the 1970’s and 1980’s
as part of the extensive EPC312C (Figure 2.3). The area now covered by EPC1297 was
relinquished in 1984. 18 open geophysically logged holes were drilled by Shell within or adjacent
to EPC1297. Only one cored hole, BK47A, was drilled within EPC1297.
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Figure 2.3
Back Creek Area - Previous Tenements
1970-1979

1980-1989

1990-1999
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EPC312C is described in numerous Shell reports, as listed in Appendix A. Department of
Employment, Economic Development and Innovation Report 9500 contains plans showing
structure contours, total coal thickness and strip ratio of the Pelham Seam2.
During the 1990’s the area was briefly held as EPC577;; however, no holes were drilled within
the current EPC1297.
The Bottle Tree deposit (EPC813) occurs 7 km to the north-west of EPC1297 along strike, and
was also part of EPC312C. 60 open holes and 2 cored holes have been drilled in the Bottle Tree
deposit within EPC813, indicating an inferred resource of 32 Mt at an average strip ratio of 8.1.
The Range deposit (EPC2030) lies along strike to the north-west of Back Creek.
In September 2010 M&CI commissioned Tamplin Resources Pty Ltd (Tamplin) to prepare a
geological model and conceptual open cut propensity assessment. Data was sourced from the
QDEX system, and from data supplied with adjacent tenement holders under a data sharing
agreement. The data obtained was of varying quality, but as most holes had been geophysically
logged, seam intervals were able to be re-picked by Tamplin. However drillhole collars varied by
up to 10m from topography contours, leading to uncertainty in the accuracy of hole locations.
Runge obtained the drillhole data from Tamplin and constructed a geological model in
Minescape. This work shows that the deposit has the potential to contain up to 80 Mt of coal at
an average strip ratio of less than 10:1. Plots of Condamine Seam structure floor, and Auburn,
Bulwer and Condamine thickness contours are shown in Figure 2.4 to Figure 2.7.
Table 2.3 summarises quality results for Shell hole BK47A, which lies just to the west of
EPC1297, and an average of 5 boreholes from EPC2030.
Table 2.3
Back Creek Area - Quality Results

Data

Hole
BK47A
Average
EPC2030

2

Sample
No.

Thickness
(m)

Moist
(%ad)

Ash
(%ad)

VM
(%ad)

TS
(%ad)

RD

Spec.
Energy
(MJ/kg)

1-7
8-15

3.12
1.33

8.99
7.88

22.32
29.52

35.96
35.56

0.37
0.77

1.50
1.56

22.12
20.01

16-25

2.85

7.72

22.38

37.25

0.40

1.50

22.72

8.7

20.8

37.0

0.43

1.42

23.06

Please note that the authors of this report have not consented to the use of the historical geological report references in this Prospectus.
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2.5

Exploration Program 2011
During 2011, 16 open geophysically logged holes have been drilled in the northern third of the
EPC. At two of these sites, a cored hole has also been drilled to obtain coal samples for quality
and washability testing.
Allegiance Coal have commissioned Tamplin to correlate the coal seam intersections and
update the geological model prepared in 2010 from historical data. This work is currently
ongoing. Runge have viewed the geological logs from the drilling program, and confirm that
coal has been intersected in these holes as expected from the preliminary geological model.
Runge has not performed any seam correlation or updated the geological model.
Preliminary laboratory results are listed in Table 2.4.
Table 2.4
Preliminary laboratory results 2011 exploration program
Hole
Number

Seam
Name

Length
m

Relative
Density

Moisture
%

Ash %

Volatile
%

Fixed
Carbon
%

Total
Sulphur
%

CV
MJ/kg

BC17
BC17
BC17
BC19
BC19
BC19
BC19
BC19
BC19
BC19
BC19
BC19

Seam A
Seam B
Seam C
Seam A
Seam B
Seam C
Seam D
Seam E
Seam F
Seam G
Seam H
Seam I

0.53
0.64
1.24
1.38
0.36
0.70
0.40
0.79
0.81
0.94
1.46
0.55

1.34
1.41
1.32
1.76
1.37
1.33
1.37
1.32
1.67
1.42
1.39
1.70

5.1
6.0
5.7
6.1
4.6
6.0
5.7
5.7
4.6
5.2
5.1
4.7

11.5
14.1
8.2
49.3
17.9
10.8
14.9
8.0
45.5
20.6
17.3
46.7

40.9
39.3
42.1
27.4
41.9
41.0
38.8
41.6
26.8
37.5
39.1
25.8

42.5
40.6
44.1
17.2
35.7
42.3
40.6
44.8
23.1
36.8
38.5
22.9

0.61
0.51
0.48
0.57
0.51
0.56
0.50
0.51
0.29
0.35
0.41
0.26

27.99
26.15
28.97
10.50
26.11
27.70
26.12
28.81
13.89
24.15
25.80
14.94
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Figure 2.4
Back Creek Condamine Seam Structure Floor
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Figure 2.5
Back Creek Auburn Seam Total Coal Thickness
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Figure 2.6
Back Creek Bulwer Seam Total Coal Thickness
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Figure 2.7
Back Creek Condamine Seam Total Coal Thickness
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2.6

Future Exploration
A work program costing $1,041,749 over 2 years has been planned (Table 2.5).
Table 2.5
EPC1297 Back Creek Exploration Programme
Year 1
 Conduct drilling to define
indicated/inferred resources
 Say 32 holes including 5 cored holes
with full range of analyses
 Geological resource modelling and
report
$835,082

2.7

Year 2
Depending on results of Year 1 exploration:




Conduct additional to define indicated
resources
Say 5 cored holes with full range of
analyses.
Geological resource modelling and report
$206,667

Conclusion
EPC1297 has the potential to contain an exploration target of up to 80Mt minable by open cut
methods with an average strip ratio less than 10:1. The quantity and quality of the deposit is
conceptual in nature, there has been insufficient exploration to define a Coal Resource and it is
uncertain that further exploration will result in the determination of a Coal Resource.
The coal is expected to be suitable to be used either as a domestic or as an export thermal coal.
The area was relinquished by Shell as it considered that the size of the deposit was too small to
be economic. However, since that time economic, technical and infrastructure conditions have
changed. Mining methods have improved, and thin seam and selective mining of coal seams in
the Surat Basin is the norm. With the advent of the railway connection between Wandoan and
Gladstone, access to the export market will improve.
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3.

EPC1298 / EPC1917 KILMAIN

3.1

Introduction

EPC1298 Kilmain covers an area of 50 sq km and consists of 16 sub-blocks. The tenement was granted
on 7 April 2009 to M&CI and the lease expired on 6 April 2011. M&CI has applied for renewal of the
lease for another two years, and has no reason to believe that the extension will not be granted.
EPC1917 Kilmain South covers an area of 6 sq km and consists of 2 sub-blocks. EPC1917 was granted
on 22 March 2010 to M&CI and the lease expires on 21 March 2015. The renewal application
EPCA2836 covers both EPC1298 and EPC1917. EPC1298 and EPC1917 lie 75km south-east of
Emerald (Figure 3.1).
Figure 3.1
Location of EPC1298 and EPC1917 Kilmain
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The area is surrounded by other tenements and is adjacent to the western boundary of Togara South
MDL340. Underground resources of thermal coal at Togara South are reported as 317 million tonnes
Measured and 639 million tonnes Indicated. Approximately 9.5 sq km of EPC1298 are covered by
MDL340.
Thermal coal resources at the Arcturus deposit in EPC1221/891 are reported as 102 million tonnes
Indicated and 104 million tonnes Inferred.

3.2

Environment and Cultural Heritage

The tenement is intersected by the Comet River and a network of tributary creeks. There are no state
forests within the tenement. The Land within the tenement is freehold.
M&CI believes that it is unlikely that the tenement will fall under the Native Title Protection
Conditions.

3.3

Geology

The area is underlain by the Permian Rangal Coal Measures, which are overlain by the Triassic Rewan
Formation. Overlying this are Tertiary sediments and Quaternary alluvium (Table 3.1 and Figure 3.2).
The strike of the coal measures is aligned with the Togara North and Rolleston mine areas. The
Arcturus deposit to the west lies on the western limb of an anticline, whose eastern limb extends into
the Kilmain area. Within EPC1298 the coal measures dip to the east. In the south-west of EPC1298
one hole intersected 7m of coal at 35m depth, and the crop lines of the seams are thought to occur
immediately to the south-west of the EPC. A north-south fault occurs in the middle of the tenement
and another north-west to south-east trending fault occurs in the extreme south-west, forming a downfaulted block of unknown displacement. To the east of this fault block, the coal seams occur at depth
of 300-400m.
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Table 3.1
Stratigraphy of the Kilmain Area
Age

Geological Unit

Quaternary

Alluvial Silts and Sands

Tertiary

Undifferentiated Sediments

Seams

Unconformity
Triassic

Rewan Formation
Aries Seam + Splits
Castor Seam

Permian

Rangal Coal Measures
Pollux Seam
Orion Seam

Figure 3.2
Geology of the Kilmain Area
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3.4

Exploration History

EPC523 to the west of Kilmain was held by Pacific Coal Pty Ltd from 1991 to 1993 (Figure 3.3). Their
relinquishment report lists data from holes NS168 in the current area of Kilmain, and several holes to
the north-west (Table 3.2)3. These holes were drilled in the downfaulted block.
When Togara South’s EPC551 was converted to MDL340, a small area in the north-west was
relinquished. There are several holes in this relinquished area that intersected the Pollux Seam at depths
of 200-300m and thickness of up to 3m.
Figure 3.3
Kilmain Area - Previous Tenements

Please note that the authors of these reports have not consented to the use of the historical geological report references in this
Prospectus.
3
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Table 3.2
Togara South Drilling
Hole

Seam

Top of
Seam
470.13
503.32
317.54
325.8
336.76
362.82
275
208.13
208.64
209.84
210.17

Base of
Seam
472.02
504.58
319.01
327.4
338.18
366.56
280
208.64
209.84
210.17
211.11

Thickness

Quality /
Ash
12.5%
10.9%
Coal Dmb
Coal D
Coal Dmb
Coal D
80% Coal
19.0%
9.7%
45.3%
11.9%
15.90%
11.00%

DE54
Arcturus 5
TS157

Uncorr Rangal Coal
Uncorr Rangal Coal
(?) Aries Seam Split
(?) Aries Seam Split
(?) Aries Seam Split
(?) Pollux Seam
(?) Pollux Seam
Pollux Seam

TS163B

Total Seam
Pollux Seam

204.65

207.39

1.89
1.26
1.47
1.60
1.42
3.74
5
0.51
1.20
0.33
0.94
2.98
2.74

TS279

Pollux Seam

214.82

217.03

2.21

18.60%

TS280

Pollux Seam

209.53
210.00
211.95

210.00
211.95
212.58

TS290

Total Seam
Pollux Seam

220.09
220.70
222.16

220.70
222.16
223.37

0.47
1.95
0.63
3.05
0.61
1.46
1.21
3.28

22.0%
10.2%
9.0%
11.80%
17.8%
10.6%
12.5%
12.60%

NS168
DE167

Total Seam

3.5

Location
Within EPC1298
5km W of EPC1298
15km NNW of EPC1298
6m NNW of EPC1298
Area relinquished by
Togara Coal (7km NE of
EPC1298)
Area relinquished by
Togara Coal
Area relinquished by
Togara Coal
Area relinquished by
Togara Coal
Area relinquished by
Togara Coal

Exploration Program 2011

During 2011 MCI have drilled three holes in the north-east of the tenement (Figure 3.2), to confirm the
coal seam intersections reported by Togara South, and to obtain coal samples for quality testing. These
holes intersected the Aries, Castor-Pollux and Orion Seams at depths of around 420m (Figure 3.4). The
Castor-Pollux Seam is 2.5-3m thick in these holes, and consists of dull and bright banded coal. The
Aries Seam plies are of variable thickness.
Samples are currently being tested on a raw and washed basis. Preliminary raw coal results for hole
KL001 are listed in Table 3.3.
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Figure 3.4
Kilmain 2011 Drilling Coal Seam Intersections

Table 3.3
Preliminary laboratory results hole KL001.

Hole
KL001
KL001

Seam Name
ARIES2
CASTOR-POLLUX

Thickness
m

Relative
Density

Moisture
%

1.03
3.03

1.41
1.47

5.80
6.03

Ash %
10.75
16.92

Volatile
matter
%
32.04
26.87

Fixed
Carbon
%
51.41
50.18

Total
Sulphur
%
0.28
0.36
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3.6

Future Exploration

A work program costing $1,535,516 over EPC1298 and another program costing $41,600 over
EPC1917 have been planned over a period of 2 years (Table 3.4).
Table 3.4
EPC1298 Kilmain & EPC1917 Kilmain South Exploration Programme
Year 1


3.7

Year 2

Conduct
drilling
to
define
indicated/inferred resources
 Say 9 holes including all seams
cored holes with full range of
analyses
 Geological resource modelling
and report
EPC1298
$1,359,072

Depending on results of Year 1 exploration:

EPC1298

$176,444

EPC1917

EPC1917

$29,898

$11,701




Conduct
studies
including
coal
washability and coal transport
Geological resource modelling and
report

Conclusion

Drilling during 2011 has identified the Aries and Castor-Pollux Seams at depths of 200-450m in the
north-east of the tenement. In this area, the Aries Seam is affected by splitting and the exploration
target is to identify areas where the splits coalesce. The Castor-Pollux Seam attains 3m in thickness.
Both seams are low in ash, with values in the range of 10-16%. There is potential to define a washed
coking, PCI or low ash thermal product, or alternatively a thermal or PCI coal with no requirement for
washing.
The single hole in the south-west of EPC1298 could represent the Aries Seam, occurring on the eastern
limb of the anticline on which the Arcturus deposit is located. There is therefore potential to identify an
open cut thermal coal deposit in this part of EPC1298.
In an announcement to the Australian Stock Exchange on 12 October 2011, Allegiance Coal stated that
the Kilmain project (EPC1298 and EPC1917) holds an exploration target of up to 200 million tonnes,
based on the 2011 drilling results, and refers to the proximity of the project to the Togara South and
Arcturus deposits. Runge believes that this is not unreasonable, but cautions that an exploration target
by definition is conceptual in nature, that there has been insufficient exploration to define a Mineral
Resource and that it is uncertain if further exploration will result in the determination of a Mineral
Resource.
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4.

EPC1631 CALEN AND EPC1820 BOLDON

4.1

Introduction
EPC1631 Calen and EPC1820 Boldon are contiguous. They extend from the Pioneer River
about 25 km west of Mackay in a north-west direction for 55km (Figure 4.1). The tenements lie
just to the west of the Bruce Highway and railway line. EPC1631 covers 161 sq km and consists
of 52 sub-blocks. EPC1820 covers 53 sq km and consists of 17 sub-blocks. They adjoin the
southern boundary of EPC905 held by Vale Coal Exploration Pty Ltd.
EPC1631 was granted to M&CI on 5 November 2009 and expires on 4 November 2014, whilst
EPC1820 was granted to M&CI on 19 February 2010 and expires on 18 February 2015.
Figure 4.1
Location of EPC1631 Calen and EPC1820 Boldon

The Mackay-Eungella Road passes through the Boldon area in the south, whilst the Bruce
Highway north from Mackay lies adjacent to the eastern margin of the Calen tenement.
The Pioneer River Valley and the coastal strip are densely populated with numerous small
towns and intensive sugar cane cropping. Both tenements are well serviced by secondary roads.
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EPC1631 is characterized by high and steep relief with prominent hills, leading down to alluvial
plains along major drainage. Volcanic and intrusive igneous rocks form the high relief areas,
whilst the Permian sediments are confined to lower relief.

4.2

Environment and Cultural Heritage
Five areas of national park lie within and adjacent to EPC1631 and are excluded from
exploration activities. The national parks cover mostly the areas of higher relief, but do not
extend into the flatter areas which are underlain by Permian sediments. There are smaller areas
of State Forest within EPC1631 which are also excluded from exploration activity without
seeking prior governmental approval (Figure 4.2).
The northernmost part of EPC1631 lies within the proposed St Helen’s Creek dam site and as
such is also a restricted area for exploration activities. A small area (less than 1 sq km) of
EPC1820 is an Environmental Park excluded from EPC1820.
The remainder of the area is mainly freehold land.
A small area of EPC1631 is subject to a Native Title claim.
Figure 4.2
EPC1631 Sterile and Restricted Areas
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4.3

Geology
EPC1631 and EPC1820 lie within the Calen Basin. The basin is bounded by and underlain by
the Carboniferous-Lower Permian Urannah Igneous Complex to the west and the DevonianCarboniferous Campwyn Block to the east. The Lower Permian Calen Coal Measures are
stratigraphically equivalent to the Collinsville Coal Measures. The Calen Coal Measures are 350400m thick and consist of sandstone, thin conglomerate bands, carbonaceous mudstone and
coal. The coal bearing sediments occur 30-60m below a hard quartozse sandstone marker. The
Calen Coal Measures overlie either the Lizzie Creek Volcanics or the Carmilla Beds.
The area is structurally complex, with significant folding, faulting and igneous activity. Table
4.1 shows the stratigraphy of the area and Figure 4.3 is a geological plan of the area.
The major coal seams occur toward the top of the lower section of the Calen Coal Measures.
The upper and lower sections of the Coal Measures are separated by a thick massive to crossbedded sandstone unit which forms prominent ridges and forms a marker horizon.
Igneous intrusions are common within the coal measures, and also intrude the coal seams.
In the north, west of Calen, the Calen Coal Measures are steeply folded and faulted in a northplunging syncline, with dips ranging from 45 degrees to near-vertical. Southwards, fold
structures become more open and regional dips moderate. Northeast-southwest trending faults
are common.
Table 4.1
Stratigraphy of the Calen-Boldon Area
Age
Recent

Formation
Un-named

Description
Superficial cover of Quaternary soils and alluvium

Tertiary
Lower
Cretaceous Lower
Permian

Various, undifferentiated

Volcanics (mainly basalt) and intrusives

Various, mostly
undifferentiated

Granite stocks, including Mount Catherine and
Mount Beatrice in the north, and Mount Blackwood
in the south

Calen Coal Measures

Up to 400m of quartz sandstones, siltstone,
claystone and minor coal. "Upper" and "Lower"
measures recognised, separated by a prominent
quartz sandstone marker horizon and some layered
volcanics/intrusives

Lizzie Creek
Volcanics

Basalt to andesite lava; Tuffaceous and volcanic
clastic sediments

Lower
Permian

Lower
Permian
Carboniferous
- Lower
Permian
Devonian Carboniferous

Carmilla
Beds

Urannah Igneous Complex

Granites, diorites, granodiorites and extensive acid
intermediate and basic dykes

Campwyn Beds

3000-8000m of andesitic and rhyolitic flows and
pyroclastics, mudstone, siltstone, lithic arenites,
limestones and conglomerate
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Figure 4.3
Geology of the Calen-Boldon Area

4.4

Exploration History
Coal was first reported in the area in 1903. The Calen Colliery commenced in 1927, and
operated until 1939. The coal seam was 2.6m thick, and dipped at 50 degrees. The coal quality
was (thought to be on air dried basis):
Inherent moisture
Ash
Volatile matter

1.2%
17-21%
16-17.5%

The Fleetwood Colliery operated from 1932-1939 and supplied the railway with coal.
In the 1960’s The Broken Hill Proprietary Company Pty Ltd (BHP) held AP4C over the Calen
Coal Measures, concentrating exploration in the south where the structure is less severe (Figure
4.4). Exploration consisted of field mapping and digging of shallow shafts; no drilling was
undertaken. No significant coal seams were identified and the area was relinquished.
During the 1970’s the area was held by Petrocarb Exploration NL as AP97C. Again no
significant coal seams were identified and the area was relinquished.
Since 2006 Swanbank Resources Pty Ltd has held EPC905 which adjoins EPC1631 to the east.
A drilling program has been conducted, but since the area is still a current tenement, results are
confidential.
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Figure 4.4
Calen-Boldon Area - Previous Tenements
1960-1969

1970-1979
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4.5

Future Exploration
A work program costing $292,297 over EPC1631 and another program costing $97,163 over
EPC1820 have been planned over a period of 2 years (Table 4.2).
Table 4.2
EPC1631 Calen & EPC1820 Boldon Exploration Programme
Year 1


4.6

Year 2

Detailed geological review of all historical
previous exploration and mining
 Preparation of detailed maps
 Regional geological and access survey
 Sampling and analysis of any seam
outcrop
 Drilling of selected sites
 Eight to ten shallow open holes to
determine thickness and lateral continuity
of seams
EPC1631
$130,648

 Conduct follow up drilling in main areas of
interest
 Say up to 20 shallow holes with 5 twinned
for coring of significant seams
 Full seam analyses
 Resource modelling and report

EPC1631

$161,648

EPC1820

EPC1820

$53,915

$43,248

Depending
exploration

on

the

result

of

Year

1

Conclusion
Previous exploration and mining in this region has mainly been at shallow depth, and it is
possible that there are coal seams of economic significance at depth. Mining at the Calen and
Fleetwood collieries was discontinued due to the steep dip, however this should not discourage
modern mining methods. The quality of the previously mined coal and the proximity to existing
infrastructure means that exploration may lead to the discovery of potential small to medium
coal deposits.
The coal product is likely to be a low volatile high rank PCI coal4.

This potential grade is conceptual in nature. There has been insufficient exploration to define a JORC compliant resource, and it is
uncertain whether further exploration will result in the determination of a JORC compliant resource.
4
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5.

EPC1672 LOCHABER

5.1

Introduction
EPC1672 Lochaber lies just to the east of Eidsvold about 290km north-west of Brisbane
(Figure 5.1). The Burnett River and Burnett Highway are immediately adjacent to the tenement,
and there are numerous secondary roads within the area. EPC1672 was granted on 18
December 2009 and expires on 17 December 2014, for an area of 117.8 sq km covering 38 subblocks.
Figure 5.1
Location of EPC1672 Lochaber

5.2

Environment and Cultural Heritage
There are no sterile or restricted areas within the EPC1672 area. There are small isolated
environmentally sensitive areas, however these should not be an impediment to future
exploration.
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Land use is dominantly freehold grazing land and there are no registered Native Title claims
within EPC1672.

5.3

Geology
The Lochaber tenement is located within the southern extension of the Mulgildie Basin, and is
an outlier of Jurassic to Triassic aged sediments surrounded by the Carboniferous basement
(Table 5.1). The basin is bounded to the west by the Auburn Granite Complex and to the east
by a thrust fault against the Yarraman Block (Figure 5.2). The Monto coal deposit, which lies
within the Jurassic Mulgildie Coal Measures, occurs some 30km to the north.
The Jurassic Mulgildie Coal Measures are correlated with the Walloon Coal Measures of the
Surat Basin. The Coal Measures are up to 150m thick, and include up to 5 thin coal seams
which are banded, display splitting and laterally grade into carbonaceous shale.
Table 5.1
Stratigraphy of the Lochaber Area
Age

Formation

Thickness
150

Description

Middle
Jurassic

Mulgildie Coal Measures

Sandstone, siltstone, shale, coal

Hutton Sandstone

150-275

Sandstone

Lower
Jurassic

Evergreen Formation

72-260

Sandstone, siltstone, shale, minor coal

Precipice Sandstone

60-150

Sandstone
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Figure 5.2
Geology of the Lochaber Area

5.4

Exploration History
Coal was discovered near Monto in 1922 and the Selene Mine operated from 1949 until 1966.
From 1969-1971 Thiess Pty Ltd held the area as AP70C, but did not locate any significant coal
deposits.
Queensland Metals Corporation Limited (QMC) held the area as EPC539 during 1994, and
drilled four open holes (Figure 5.3). Minor thin coal bands and carbonaceous mudstone were
intersected. The QMC report states that water bores drilled during the 1930’s on Lochaber
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station intersected coal, and that an abandoned coal prospect exists near the southern boundary
of Lochaber station5.
Figure 5.3
Lochaber Area - Previous Tenements

5.5

Exploration Program 2011
Two holes (LCH004 and LCH014) were drilled in the north-west of the lease area during 2011
(Figure 5.2). Both holes were drilled to the basalt basement without intersecting coal. It is
thought that thrust faulting may have affected the thickness and the disposition of the Jurassic
sediments in this area.

5

Please note that the authors of this report have not consented to the use of the historical geological report references in this Prospectus.
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5.6

Future Exploration
A work program costing $261,397 over EPC1672 has been planned over a period of 2 years
(Table 5.2).
Table 5.2
EPC1672 Lochaber Exploration Programme
Year 1








Review of previous exploration
Preparation of geological maps
Regional geological and access
survey
Drilling of selected sites
Four to five open holes to establish
whether significant seams are
developed in the sequence
Review data and report
$100,448

5.7

Year 2
Depending on the result of Year 1 exploration:
 Conduct follow up drilling in main areas of
interest
 Say up to 3 open holes with 2 twinned cored
holes
 Full seam analyses
 Resource modelling and report
$160,948

Conclusion
Although coal has been mined from the Monto deposit in the main Mulgildie Basin, no
significant coal occurrences have been identified to date by exploration in this southern
extension of the basin. However exploration has been limited, and it is possible that economic
intersections of coal may occur.
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