






































Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 6: PROPERTY, PLANT AND EQUIPMENT

Land - at cost
Less: provision for impairment(")
Total land

Buildings - at cost

Less: provision for impairment(!)
Plus: additions

Less: accumulated depreciation
Total buildings

Total land and buildings

Plant and equipment
Plus: additions

Less: accumulated depreciation

Consolidated Group

31 December 30 June
2017 2017
$ $

19,046,606 19,046,606
(9,407,066) (9,407,066)
9,639,540 9,639,540
2,276,073 2,265,139
(1,421,282) (1,421,282)
- 10,934
(169,893) (158,782)
684,898 696,009
10,324,438 10,335,549
357,097 354,937
20,710 2,160
(192,691) (175,813)
185,116 181,284
10,509,554 10,516,833

() An impairment charge of $10,828,348 was recognised during the 2015 financial year to adjust
the value of these properties to their rural valuation, which was supported by an external valuation
obtained by management. Management considers these values have not changed materially
since the rural valuation took place.
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 6: PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

a. Movements in Carrying Amounts

Movements in the carrying amounts for each class of property, plant and equipment between the
beginning and the end of the current financial period:

Freehold Land Buildings Plant and Total
Equipment
$ $ $ $

Consolidated Group:

Balance at 1 July 2016 9,639,540 707,212 212,244 10,558,997
Additions - 10,934 2,160 13,599
Disposals - - - -
Depreciation expense - (22,137) (33,120) (565,762)
Balance at 30 June 2017 9,639,540 696,009 181,284 10,516,834
Additions - - 22,110 20,170
Disposals - - (1,400) -
Depreciation expense - (11,109) (16,878) (27,987)
Balance at 31 December 2017 9,639,540 684,898 185,116 10,509,554

NOTE 7: INTANGIBLE ASSETS

NON-CURRENT:
Water allocation licences

Less: provision for impairment(!)

Consolidated Group

31 December 30 June
2017 2017
$ $
3,709,100 3,709,100
(743,500) (743,500)
2,965,600 2,965,600

These particular water allocation licences are issued as “continuing” and as such have an indefinite useful

life.

() During the 2015 Financial Year, the Group obtained an external valuation of the water
licences. Due to market conditions, directors determined it prudent to adjust the carrying values of
these intangibles to reflect their current market values. As a result, an impairment charge of
$743,500 was recognised. Management considers these values have not changed materially since
the external valuation took place.

15



Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 8: CAPITALISED EXPLORATION AND EVALUATION EXPENDITURE
Consolidated Group

Note 31 December 30 June
2017 2017
$ $

Capitalised exploration and evaluation costs consist
of:
Mining information 963,848 963,848
Exploration license 36,774,905 36,774,905
Exploration & evaluation expenditures 11,201,008 10,567,872
Reserves & resources acquired () 10 8,214,000 8,214,000
Provision for impairment of E&E (21,401,846) (21,401,846)
R&D tax incentive (2,139,791) (2,139,791)

33,612,124 32,978,989

The capitalised exploration and evaluation expenditure carried forward above has been determined as
follows:

Opening balance 32,978,989 31,320,609

Exploration licence — increase in participants interest
and revaluation of licence - -

Expenditures incurred during the period 633,135 1,755,625
Reserves & resources acquired () - -
R&D tax incentive recognised during the period - (97,245)

33,612,124 32,978,989

() The transaction for the acquisition of 100% of the Project completed on 24 December 2015. An
independent external party was engaged to value the acquired assets and liabilities on a fair value
basis in accordance with AASB 13 and to assess the purchase price allocation taking into account
the structure of the transaction and the Joint Venture. Refer to note 10 for additional details.
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 9: TRADE AND OTHER PAYABLES
31 December 2017

30 June 2017

$ $
CURRENT:
Trade creditors 386,440 381,890
Other creditors 120,285 96,152
506,725 478,042

NOTE 10: PROVISION FOR DEFERRED CONSIDERATION

On 24 December 2015, the Company acquired control of Spur Hill Unit Trust Pty Ltd, the trustee for Spur Hill
Unit Trust (“SHUT"). SHUT held the remaining interest in the Spur Hill JV not held by the Company. The
Company engaged an external party to value the acquired assets and liabilities on a fair value basis as at the
date of acquisition in accordance with AASB 13. Management are of the opinion that these values have not

changed materially since the acquisition date.

$ $
Deferred Milestone Payment 5,691,000 5,691,000
Future royalties payable 3,728,000 3,728,000
Participating interest option 200,000 200,000
9,691,000 9,691,000
NOTE 11: BORROWINGS
$ $
CURRENT:
Loans from Related Parties 4,918,589 3,256,022
Revolving Bill Facility 6,200,000 6,200,000
11,118,589 9,456,022

Security on the facility consists of general security agreements, real property mortgages and water
allocation license mortgage over the assets of the subsidiary company Spur Hill Agriculture Pty Ltd. The
facility had an expiry date of 28 February 2018. Malabar Coal Limited has guaranteed and indemnified the
facility. Subsequent to 31 December 2017, the facility was renewed for a two year term and increased to

$7,140,000 as part of financing package to purchase the Drayton assets.

NOTE 12: EQUITY SECURITIES ISSUED

Issues of ordinary share capital during the half-year:

Date Details Number of fully paid
ordinary shares

01 July 2016 Opening Balance 180,000,000

31 December 2017 Balance 180,000,000

62,185,206

62,185,206
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 13: RESERVES

31 December 30 June
2017 2017
$ $

Share based payment reserve
Opening Balance 42,994 296,638
Share based payments — employee share 1,035 8,106

options
Transferred to retained earnings upon expiration

of unexercised option - (261,750)
Closing Balance 44,029 42,994
Capital Reserves 7,888,459 7,888,459
Total Reserves 7,932,488 7,931,453

NOTE 14: RELATED PARTY TRANSACTIONS

a. Transactions with related parties

Transactions between related parties are on normal commercial terms and conditions no more favourable
than those available to other parties unless otherwise stated.

i) Ironstone Capital provision of services to Malabar and the Project

Ironstone Capital Partners Pty Ltd ‘(Ironstone Capital’) is a boutique corporate advisory business owned
by two of the Directors — Wayne Seabrook and Simon Keyser. Ironstone Capital provides consulting
services to the Project and the Company in connection with project development and corporate
activities. Ironstone Capital is paid at market related rates or less for work conducted by its
executives. During the period ended 31 December 2017, a total net payment of $33,200 was paid by
Malabar to Ironstone Capital.

ii)  Other Related Party Transactions

During the period ended 31 December 2017, Malabar paid XLX Pty Ltd (‘XLX’) $57,875 under the current
lease agreement for office space on Level 26, 259 George Street, Sydney. The lease agreement is
charged on a pass through cost basis from XLX to Malabar and the monthly rental is subsequently split
80/20 between the Project and Malabar. XLX is part-owned by Malabar Directors Wayne Seabrook. This
~ arrangement ended on 30 November 2017, when Malabar took over the lease for the office at 259 George
Street, Sydney.

The Company has continued the consultancy arrangement with the Chairman whereby he (or his
associated entity) is paid a consulting fee of $2,500 per day for any work done for the Company which is
not related to his role as Chairman. In the period ended 31 December 2017, total net payments of
$173,283 have been made under this agreement.
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 14: RELATED PARTY TRANSACTIONS (Continued)

During the 2016 Financial year, the Company entered into an arrangement with Simon Keyser, who resigned
as Director of Malabar on 26 January 2017, whereby he (or his associated entity) is paid a consulting fee of
$2,500 per day of any work done for the company not related to his role as director. In the period ended 31
December 2017, total net payments of $38,281 have been made under this arrangement.

NOTE 15: CAPITAL AND LEASING COMMITMENTS
Consolidated Group

31 December 30 June
2017 2017
$ $

a. Operating Lease Commitments )
Non-cancellable operating leases contracted for but not recognised in the financial statements
Payable — minimum lease payments:

- not later than 12 months 275,450 165,208
- between 12 months and 5 years 945,284 100,000
- later than 5 years = -

1,220,734 265,208

The property lease is a non-cancellable lease with a 5-year term, with rent payable monthly in advance.
Contingent rental provisions within the lease agreement require the minimum lease payments shall be
increased by the lower of the change in the consumer price index (CPI) or 4% per annum.

NOTE 16: CONTINGENT LIABILITIES AND CONTINGENCIES

There have been no changes to the contingent liabilities disclosed in the latest annual report.
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017
NOTE 17: INTEREST IN SUBSIDIARIES

Information about Principal Subsidiaries

Set out below are the Group’s subsidiaries at 31 December 2017. The subsidiaries listed below have share
capital consisting solely of ordinary shares, which are held directly by the Group and the proportion of
ownership interests held equals the voting rights held by the Group. Each subsidiary’s country of
incorporation or registration is also its principal place of business.

Principal Place Ownership Interest Held Proportion of Non-controlling

Name of Subsidiary  of Business by the Group Interests

At 31

December At 30 June At 31 December At 30 June

2017 2017 2017 2017
Spur Hill No.2 Pty Ltd Australia 100% 100% 0% 0%
Spur Hill Agricultural Australia 100% 100% 0% 0%
Pty Ltd
Spur Hill Management Australia 100% 100% 0% 0%
Pty Ltd
Spur Hill Marketing Australia 100% 100% 0% 0%
Pty Ltd
Spur Hill U.T. Pty Ltd Australia 100% 100% 0% 0%

(1)

Subsidiaries’ financial statements used in the preparation of these consolidated financial statements have
also been prepared as at the same reporting date as the Group’s financial statements.

NOTE 18: EVENTS AFTER THE END OF THE INTERIM PERIOD

Other than the following, the directors are not aware of any significant events since the end of the interim
period:

Key Malabar Coal shareholders have provided binding commitments to fully participate in a
converting share equity raising of $80 million to support the purchase of the Drayton assets as well

as to underwrite any shortfall in the equity raising from other shareholders.
On 14 February 2018, these shareholders had transferred to Malabar Coal their converting share entitlements

that amount to $64.3 million to enable the Company to complete the acquisition of the Drayton assets. On 14
March 2018, the Company issued the corresponding amount of 142,973,300 converting shares at $0.45 per
share to the key shareholders.

These funds will be used to provide cash-backed bank guarantees for rehabilitation bonding for the Drayton
mine and working capital including the rehabilitation of the Drayton open cut and preparation of an
Environmental Impact Statement and Development Application, and feasibility studies for Malabar Coal’s
proposed underground operations.

On 26th February 2018, all the conditions precedent for the purchase of Drayton assets were met, and
completion of the transaction was achieved.
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

NOTE 18: EVENTS AFTER THE END OF THE INTERIM PERIOD RESERVES (continued)

On 13 March 2018, the prospectus for the converting share entitlement offer was lodged with ASIC. The
prospectus is for a non-renounceable pro rata entitlement offer of 80 new converting shares for every 81
existing ordinary shares at 45 cents per share, that unless redeemed by 28 February 2019, will convert into
ordinary shares at that date.

As at the date of this report, the below figures are provisional and represent management’s best estimate of
the proforma balance sheet after taking into account the acquisition of the Drayton assets:

31 December | Pro-forma Anglo
. Restated
2017 Acquisition
$
Current assets
Cash and cash equivalents 1,402,635 33,960,587 35,363,222
Trade and other receivables 208,473 - 208,473
Other Assets 58,624 - 58,624
Total current assets 1,669,732 33,960,587 35,630,319
Non-current assets
Exploration and evaluation 33,612,124 - 33,612,124
Intangible Assets 2,965,600 - 2,965,600
Property, plant & equipment 10,509,553 24,978,097 35,487,650 | (1)
Other Assets 1,361,074 55,295,761 56,656,835
Total non-current assets 48,448,351 80,273,858 128,722,209
Total assets 50,118,083 114,234,445 164,352,528
Current liabilities
Trade and other payables 506,723 - 506,723
Borrowings 11,118,589 (11,118,589) - (2)
Provisions 40,625 2,477,167 2,517,792 | (3)
Total current liabilities 11,665,937 (8,641,422) 3,024,515
Non Current liabilities
Liability for Deferred Consideration 9,619,000 - 9,619,000
Borrowings - 7,140,000 7,140,000 | (2)
Provisions - 34,930,133 34,930,133 | (3)
Non Current liabilities 9,619,000 42,070,133 51,689,133
Total liabilities 21,284,937 33,428,711 54,713,648
Net assets 28,833,146 80,805,734 109,638,880
Equity
Ordinary Shares 62,185,206 945,000 63,130,206 | (4)
New Converting Shares - 79,860,734 79,860,734 | (5)
Reserves 7,931,453 - 7,931,453
Retained earnings - - -
Current profit/(loss) (41,283,513) - (41,283,513)
Total equity 28,833,146 80,805,734 109,638,880

(1) Property, plant and equipment value represents that land, insfrastructure and plant acquired from Anglo.

(2) Shareholders loans of $4.9 million repaid from proceeds of fund raising. NAB Bill facility increased from $6.2 million to
$7.14 million for a 2 year facility.

(3) Provisions for rehabilitaton for Drayton and royalties payable to the Vendors.

(4) Relates to shares issued to Ironstone Capital as part of the consideration for the advisory fees associated with the
development and delivery of the Drayton acquisition. The remainder of the fee was paid in cash.

(5) Net proceeds after new converting share equity raising less costs associated with this fund raising.
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Malabar Coal Limited
and Controlled Entities
ABN 29 151 691 468

DIRECTORS’ DECLARATION

The directors of the company declare that:

1. The financial statements and notes, as set out on pages 8 to 21 are in accordance with the
Corporations Act 2001, including:

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

b.  giving a true and fair view of the consolidated entity’s financial position as at 31 December 2017
and of its performance for the half-year ended on that date and

2. Having regard to the matters referred to in Note 1, there are reasonable grounds to believe that the
company will be able to pay its debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the directors.

Wayne Seabrook

Director

Sydney, 15 March 2018
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