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Section A – Chairman’s Letter 

22 January 2013 

Dear Shareholder, 

On behalf of the Board, I have the pleasure of inviting you to an Extraordinary General Meeting of 
the members of Guildford Coal Limited (Guildford or Company ) which will be held at the offices of 
K&L Gates, Level 31, 1 O'Connell Street, Sydney NSW 2000 on Wednesday 27 February 2013 at 
11.00 am (Australian Eastern Daylight Saving Time). 

The Notice of Meeting and Explanatory Memorandum are enclosed.  Please read these documents 
carefully. 

Management Agreement 

As previously announced, Guildford entered into a management agreement with TheChairmen1 
Pty Ltd (Chairmen ) dated 26 May 2010 (which was varied on 20 July 2010) (Management 
Agreement ). Under the terms of the Management Agreement Chairmen has agreed to provide 
certain management services to Guildford for a fee of $2,500,000 per annum (excluding GST). 

In addition, the Management Agreement provides that Guildford will pay Chairmen a success fee 
of $20,000,000 (excluding GST) (Success Fee ) for each 100,000,000 tonnes of JORC indicated 
resource of coal in connection with certain Australian projects acquired by the Company prior to it 
being listed on the Australian Securities Exchange (ASX). Such coal resources must be confirmed 
in one or more reports prepared in compliance with the JORC Code. 

The maximum amount which Chairmen may receive as a Success Fee is $100,000,000 in total 
(i.e. the maximum number of instalments of the Success Fee is 5). 

Under the terms of the Management Agreement, Guildford may pay each instalment the Success 
Fee either in cash or by way of issue of fully paid ordinary shares in the Company (Shares ), or by 
a combination of cash and Shares at the election of Guildford's independent directors (or if there 
are no independent directors on the Board, an independent valuer).  

Further details regarding the Management Agreement are set out in the Explanatory 
Memorandum. 

The Proposed Transaction 

As announced to the ASX, the first instalment of the Success Fee was paid to Chairmen by 
Guildford on 3 August 2012 by way of the issue of 44,179,369 Shares to Chairmen. 

The Board has agreed with Chairmen (subject to various shareholder approvals being given at the 
Extraordinary General Meeting) to bring forward and finalise the remaining potential Success Fee 
instalments due to Chairmen under the terms of the Management Agreement (Transaction ).  

In consideration of the Transaction, Guildford will (subject to various shareholder approvals being 
given at the Extraordinary General Meeting) issue 74,000,000 fully paid ordinary shares 
(Consideration Shares ) to Chairmen. The issue price of the Consideration Shares will be $0.525 
per Consideration Share. This price is the midpoint of the price range for the Company's Shares 
used by the independent expert, PriceWaterhouseCoopers Securities Limited, to value the 
Consideration Shares as part of their Independent Expert's Report. 

The issue of the Consideration Shares by Guildford will be in full and final settlement of the 
remaining potential Success Fee instalments due to Chairmen under the Management Agreement. 



 

Following issue of the Consideration Shares no further instalments of the Success Fee will be 
payable to Chairmen. 

As part of the Transaction, Guildford and Chairmen have agreed (subject to various shareholder 
approvals being given at the Extraordinary General Meeting) to enter into a Deed of Variation and 
Restatement to vary the terms of the Management Agreement (Deed of Variation ). The Deed of 
Variation (if approved) will remove the Success Fee arrangements from the Management 
Agreement. However the terms governing the payment of the annual management fees to 
Chairmen discussed above will remain in effect. 

Further details regarding the Transaction and the Deed of Variation are set out in the Explanatory 
Memorandum. 

Shareholder approvals  

The Company is required by the Corporations Act and the Listing Rules to obtain various 
shareholder approvals in order to implement the Transaction.  The relevant approvals are identified 
in full in the Notice of Meeting and the Explanatory Memorandum. 

Rationale for and benefits of the Transaction 

The Board considers that the potential for significant numbers of Shares to be issued to Chairmen 
in the future (and the dilution of the interests of other Shareholders which would result from such 
issues of Shares) could be making the Company less attractive to potential investors.  

The Transaction provides for the full and final settlement of Guildford's obligations under the 
Management Agreement to pay any further instalments of the Success Fee to Chairmen. No 
further instalments of the Success Fee will be payable by Guildford following completion of the 
Transaction. 

As a result, the requirement for Guildford to potentially have to make further significant issues of 
Shares to Chairmen in the future (and for the interests of other Shareholders to be diluted as a 
result of such issues) will be removed. This could potentially attract a broader range of investors 
(and thus further investment capital) to the Company.  

Completion of the Transaction 

Completion of the Transaction is conditional on the passing of the Resolutions set out in the 
attached Notice of Meeting. 

The terms of the Transaction are summarized in the Explanatory Memorandum. 

Conclusion of the Independent Expert 

Shareholders are referred to the Independent Expert’s Report prepared by 
PriceWaterhouseCoopers Securities Limited (Independent Expert ).  The Independent Expert was 
engaged by the independent directors of Guildford to provide an opinion as to whether or not the 
Transaction and the issue of the Consideration Shares are fair and reasonable to Guildford's 
Shareholders who are not excluded from voting on the Resolutions (Non Associated 
Shareholders ).  

The Independent Expert has concluded that the Trans action and the issue of the 
Consideration Shares, which are the subject of the Resolutions in the enclosed Notice of 
Meeting, are fair and reasonable to Guildford’s Non  Associated Shareholders.  

The Independent Expert’s Report is contained in Annexure A of this document. 



 

Recommendation of the Directors 

Mr. Louis Chait, Mr. Michael Chester, Mr. Alan Griffiths, Mr. Peter Lindsay and Mr. Craig Ransley 
are the directors of Guildford.  

Each of Mr. Chester, Mr. Griffiths and Mr. Ransley have an interest in the Transaction as either 
directors or shareholders of Chairmen. Further details of their interests in Transaction and the 
Resolutions are set out in the Explanatory Memorandum. 

The Directors other than Mr. Chester, Mr. Griffiths  and Mr. Ransley unanimously 
recommend that shareholders vote in favour of the R esolutions set out in the enclosed 
Notice of Meeting. Mr. Chester, Mr. Griffiths and M r. Ransley make no recommendation with 
respect to the Resolutions due to their personal in terest in them. 

Shareholders are encouraged to read the enclosed Explanatory Memorandum in its entirety, and to 
attend the Extraordinary General Meeting and vote on the Resolutions.  A proxy form is enclosed 
to enable any Shareholder who is unable to attend the Extraordinary General Meeting to vote at 
the meeting. 

Should you wish to discuss this notice of meeting you can contact Mr. Louis Chait, Company 
Secretary on (02) 4914 5914.   

Once again, on behalf of the Board I would like to thank you for your continued support. 

Yours faithfully 

 

Peter Lindsay 
Non Executive Chairman 

 



 

Section B – Glossary 

1. Definitions 

The following definitions are used in the Notice of Meeting and the Explanatory 
Memorandum: 

AEDT means Australian Eastern Daylight Saving Time. 

ASIC means the Australian Securities and Investments Commission. 

Associate  has the meaning given to that term in the Corporations Act. 

ASX means ASX Limited ACN 008 624 691. 

Board or Board of Directors means the board of directors of Guildford. 

Business Day means a day which is not a Saturday, Sunday or public holiday in Sydney, 
New South Wales. 

Chairmen means TheChairmen1 Pty Limited ACN 137 271 642. 

Company or Guildford  means Guildford Coal Limited ACN 143 533 537. 

Consideration Shares means 74,000,000 Shares in Guildford to be issued at the Issue 
Price. 

Constitution means the constitution of the Company, as amended from time to time. 

Corporations Act or Act  means the Corporations Act 2001 (Cth). 

Deed of Variation  means the Deed of Variation and Restatement of Management 
Agreement between Guildford and Chairmen in relation to the Transaction. 

Director  means a director of the Company. 

Explanatory Memorandum  means the explanatory memorandum set out in Section D of 
this document. 

Extraordinary General Meeting means the extraordinary general meeting of the Company 
to be held on 27 February 2013 pursuant to the Notice of Meeting. 

Group means the Company and its controlled entities. 

Independent Expert  means PwC Securities. 

Independent Expert’s Report  means the report prepared by the Independent Expert for 
inclusion in this Notice of Meeting at Annexure A. 

Indicated Resource means an indicated mineral resource status as described in the JORC 
Code. 

Issue Price means the issue price of the Consideration Shares, being $0.525 per 
Consideration Share. 

JORC means the Joint Ore Reserves Committee of the Australasian Institute of Mining and 
Metallurgy, Australian Institute of Geoscientists and Minerals Council of Australia. 



 

JORC Code  means the Australian Code for Reporting of Mineral Resources and Ore 
Reserves published by JORC. 

JORC Report means a written report which complies with the JORC Code. 

Listing Rules  means the Listing Rules of the ASX as amended from time to time. 

Management Agreement  means the management agreement between Guildford and 
Chairmen dated 26 May 2010 (as varied on 20 July 2010). 

Management Fee means $2,500,000 per annum (excluding GST). 

Management Services has the meaning given to that term in section 2.1 of the Explanatory 
Memorandum. 

Non Associated Shareholders means the Shareholders of the Company who are not 
excluded from voting on the Resolutions.  

Notice of Meeting  or Notice  means the notice of Extraordinary General Meeting set out in 
Section C of this document. 

PwC Securities  means PriceWaterhouseCoopers Securities Limited ABN 54 003 311 617 
(AFS Licence No. 244572). 

Projects  means the Hughenden (Galilee/Eromanga Basin), Sierra (Bowen Basin), Comet 
(Bowen Basin), Sunrise (Surat/Bowen Basin), Monto (Nagoorin Graben) and Maryborough 
projects (Maryborough Basin) projects of the Group. 

Related Entity has the meaning given to that term in the Corporations Act. 

Replacement Prospectus  means the Replacement Prospectus for the Company's initial 
public offer of its Shares dated 4 June 2010. 

Resolutions means the resolutions set out in the Notice of Meeting to be considered by 
Shareholders at the Extraordinary General Meeting, being resolutions to be passed by the 
requisite majority of members of the Company on a show of hands or by the requisite 
majority of votes given on a poll. 

Share means a fully paid ordinary share in the capital of Guildford. 

Shareholder means a holder of a Share. 

Subsidiary  has the meaning given to that term in the Corporations Act. 

Success Fee  means the fee of $20,000,000 (excluding GST) payable by Guildford to 
Chairmen under the terms of the Management Agreement for each 100,000,000 tonnes of 
Indicated Resource of coal in connection with one or more of the Projects. 

Technical Report means the technical report prepared by RungePincockMinarco Limited  
for use in preparing the Independent Expert's Report as set out in at Annexure B. 

Transaction means the full and final settlement of the remaining potential Success Fee 
instalments due to Chairmen under the terms of the Management Agreement by way of 
Guildford issuing the Consideration Shares to Chairmen and the variation of the terms of 
the Management Agreement (subject the Resolutions being approved). 

 



 

2. Interpretation 

For the purposes of interpreting the Explanatory Memorandum and the Notice of Meeting: 

(a) the singular includes the plural and vice versa; 

(b) words importing any gender include the other genders; 

(c) reference to any statute, ordinance, regulation, rule or other law includes all 
regulations and other instruments and all considerations, amendments, re-
enactments or replacements for the time being in force; 

(d) all headings, bold typing and italics (if any) have been inserted for convenience of 
reference only and do not define, limit or affect the meaning or interpretation of the 
Chairman’s Letter, the Explanatory Memorandum and the Notice of Meeting; 

(e) reference to persons includes bodies corporate and government authorities and in 
each and every case, includes a reference to the person’s executors, administrators, 
successors and substitutes (including without limitation persons taking by novation 
and assignment); and 

(f) reference to $, A$, Australian Dollars or dollars is a reference to the lawful tender 
for the time being and from time to time of the Commonwealth of Australia. 

3. Date of this document 

This Explanatory Memorandum has been prepared as at 22 January 2013 (the Preparation 
Date) based upon the information available and the facts and circumstances known at the 
Preparation Date by Guildford. 

Subject to the continuing obligations of Guildford under the Listing Rules, the Corporations 
Act and other laws, no person undertakes to review the financial condition or affairs of 
Guildford or at any time or to keep a recipient of this document or any Shareholder informed 
of changes in, or matters arising or coming to their attention which may affect, anything 
referred to in this document. 

Subject to the continuing obligations of Guildford under the Listing Rules, the Corporations 
Act and other laws, neither Guildford nor any other person accepts any responsibility to 
Shareholders to update this document after the Preparation Date with regard to information 
or circumstances which come to its attention after the Preparation Date. 

4. Independent investment decisions 

This Explanatory Memorandum does not take into account the investment objectives, 
financial position and particular needs of any particular person.  Before making any decision 
on the basis of this document you should consider, after consulting with an investment 
adviser, whether that decision is appropriate in light of the information contained in this 
document. 



 

Section C – Notice of Extraordinary General Meeting  

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of Shareholders of Guildford 
Coal Limited ACN 143 533 537 will be held at the offices of K&L Gates, Level 31, 1 O'Connell 
Street, Sydney NSW 2000 on Wednesday 27 February 2013 at 11:00 am (AEDT). 

Defined terms used in this Notice of Meeting have the meanings given to them in the Glossary 
accompanying this Notice of Meeting. 

BUSINESS 

1. Resolution 1: Approval of variation of Managemen t Agreement 

Shareholders are asked to consider, and if thought fit, to pass the following Resolution as 
an ordinary resolution: 

"That for the purposes of section 208 of the Corporations Act and all other purposes, that 
approval is given for: 

(a) the Company to enter into the Deed of Variation; and 

(b) the terms of the Management Agreement between the Company and TheChairmen1 
Pty Ltd to be varied, 

on the terms and conditions of the Deed of Variation set out in the Explanatory 
Memorandum accompanying the Notice of Meeting." 

2. Resolution 2: Approval of issue of Consideration Sh ares  

Shareholders are asked to consider, and if thought fit, to pass the following Resolution as 
an ordinary resolution: 

"That subject to the passing of Resolution 1, and for the purposes of Listing Rule 10.11 and 
section 208 and item 7 of section 611 of the Corporations Act and all other purposes, 
approval is given for the issue of 74,000,000 fully paid ordinary shares in the Company to 
TheChairmen1 Pty Ltd at an issue price of $0.525 per share on the terms set out in the 
Explanatory Memorandum accompanying the Notice of Meeting." 

3. Voting exclusion statements 

Resolution 1 

In accordance with the notice requirements of section 224 for approval under section 208 of 
the Corporations Act, the Company will disregard any votes cast on Resolution 1 by: 

(a) Chairmen; 

(b) Mr. Michael Avery, Mr. Michael Chester, Mr. Alan Griffiths and Mr. Craig Ransley; 

(c) any Associate of the parties set out in (a) and (b) above (or any one of them); and 

(d) a person who might obtain a benefit, except a benefit solely in the capacity as a 
Shareholder of the Company, if Resolution 1 is passed, and an Associate of any 
such person. 

 



 

Resolution 2 

In accordance with the notice requirements of Listing Rule 10.13.6 for approval under 
Listing Rule 10.11 and Listing Rule 14.11.1, and section 224 for approval under section 208 
and item 7 of section 611 of the Corporations Act, the Company will disregard any votes 
cast on Resolution 2 by: 

(a) Chairmen; 

(b) Mr. Michael Avery, Mr. Michael Chester, Mr. Alan Griffiths and Mr. Craig Ransley; 

(c) any Associate of the parties set out in (a) and (b) above (or any one of them); and 

(d) a person who might obtain a benefit, except a benefit solely in the capacity as a 
Shareholder of the Company, if Resolution 2 is passed, and an Associate of any 
such person. 

4. Votes not to be disregarded in certain circumsta nces 

Notwithstanding the voting exclusion statements set out in paragraph 3 above, the 
Company will not disregard a vote on the Resolutions if it is cast by: 

(a) a person as proxy for a person who is entitled to vote, in accordance with the 
directions on the proxy form; or 

(b) the person chairing the meeting as proxy for a person who is entitled to vote, in 
accordance with a direction on the proxy form to vote as the proxy decides. 

5. Determination of membership and voting entitleme nt 

For the purpose of determining a person’s entitlement to vote at the Extraordinary General 
Meeting, a person will be recognised as a member of the Company and the holder of 
Shares if that person is registered as a holder of those Shares at 7:00 pm (AEDT) on 25 
February 2013, being the second Business Day prior to the date of the Extraordinary 
General Meeting. 

6. Votes of members 

On a show of hands, each member present in person or by proxy or, in the case of a body 
corporate, by a corporate representative at the Extraordinary General Meeting shall have 
one vote. 

On a poll, every member present in person or by attorney or by proxy or, in the case of a 
body corporate, by a representative shall have one vote for each Share held by him, her or 
it provided that all Shares are fully paid. 

7. Proxies 

Please note that: 

(a) a member entitled to attend and vote at the Extraordinary General Meeting is entitled 
to appoint no more than two proxies; 

(b) an instrument appointing a proxy must be in the form of the proxy form attached to 
this Notice of Meeting; 

(c) where more than one proxy is appointed, each proxy must be appointed to represent 
a specified proportion of the member’s voting rights.  If a member appoints two 



 

proxies, and the appointment does not specify the proportion of the member’s voting 
rights, each proxy may exercise one-half of the voting rights; 

(d) a proxy need not be a member of the Company; 

(e) a proxy form may specify the manner in which the proxy is to vote in respect of a 
particular Resolution and, where the proxy form so provides, the proxy is not entitled 
to vote on the Resolution except as specified in the proxy form; 

(f) a proxy has the authority to vote on the member’s behalf as he or she thinks fit, on 
any motion to adjourn the Extraordinary General Meeting, or any other procedural 
motion, unless the member gives a direction to the contrary; 

(g) a valid proxy form will be deemed to confer authority to demand or join in demanding 
a poll; 

(h) to be valid, a proxy form must be signed by the member or the member’s attorney or, 
if the member is a corporation, executed in accordance with the corporation’s 
constitution and the Corporations Act (and may be signed on behalf of the 
corporation by its attorney); and 

(i) to be valid, a proxy form and the power of attorney or other authority (if any) under 
which it is signed (or an attested copy of it) must be received by no later than 11:00 
am (AEDT) on 25 February 2013 : 

 

by the Company: 

- in person:   Guildford Coal Limited 
    C/- Link Market Services Limited 

Level 12 
680 George Street 
SYDNEY NSW 2000 
Australia 

 
 

- by mail:   Guildford Coal Limited 
    C/- Link Market Services Limited 

Locked Bag A14 
Sydney South NSW 1235 
Australia 

 
 

- by facsimile:   + 61 2 9287 0309 

 



 

A form of proxy accompanies this Notice of Meeting. 

By order of the Board 

 

Louis Chait 
Company Secretary  
 
Dated: 22 January 2013 



 

Section D - Explanatory Memorandum 

1. Introduction 

This Explanatory Memorandum has been prepared to assist Shareholders of the Company 
in understanding the business to be put to Shareholders for their consideration at the 
forthcoming Extraordinary General Meeting on 27 February 2013.   

Sections 2 of this Explanatory Memorandum set out the background to Resolutions. Section 
3 sets out further information in relation to each Resolution. 

All capitalised terms are defined in the Glossary in Section B of this Explanatory 
Memorandum.   

2. Background to Resolutions 1 and 2 

2.1 Management Agreement 

As detailed in the Company's Replacement Prospectus, the Company entered into the 
Management Agreement with Chairmen on 26 May 2010.   

The relevant terms of the Management Agreement are summarised below. 

Management Services 

Under the terms of the Management Agreement, Chairmen acts as the exclusive manager 
to the Group, providing all infrastructure and support for the management of the Group's 
operations and the prosecution of all applications during the service period in relation to the 
Group's business, including (but not limited to) doing, or procuring, any of the following: 

(a) prosecuting all applications in relation to the Projects; 

(b) prosecuting of all available applications which are adjacent to, or in the same region 
as, any of the Projects (if required by the Company); 

(c) identifying and advising the Group of any suitable tenements which may become 
available for acquisition (including any suitable tenements which are adjacent to, or in 
the same region as, any of the Projects) and assisting the Group with the acquisition 
of any such tenements approved by the Board; 

(d) management of the Projects (including regular reporting on the status of the Projects 
and all required commitments); 

(e) preparing and submitting to the Company applicable work programs and budgets in 
connection with the Projects; 

(f) sourcing and engagement of appropriate personnel and human resources in 
connection with the Projects (including geologists, engineers, accountants, solicitors, 
barristers or other professional or technical advisers, consultants, contractors and 
experts to do all things required for the conduct of the Projects); 

(g) procuring the supply of materials, equipment, buildings and services in connection 
with the Projects (if required by the Company); 

(h) procuring the carrying out of any preliminary study, feasibility study or other activity 
approved by the Company and reporting the results of those studies and activities to 
the Company; 



 

(i) ensuring that the Company complies with all deadlines, commitments and work 
programs related to the Projects (including any expenditure commitments required 
under any approval or licence granted by any government agency) and providing 
regular reports to the Company on these matters;  

(j) assisting with any discussions or negotiations with any government agency regarding 
the Projects or any applications (including any discussions or negotiations in relation 
to any native title or environmental matters); 

(k) assisting the Company with any claim or licence grants or renewals required in 
relation to the Projects or any other tenements or applications acquired by the 
Company; 

(l) procuring suitable office premises for the Group to conduct its business, together with 
all fixtures, fittings and services necessary for the Group to occupy those premises; 
and 

(m) procuring the performance of all reasonable accounting, tax audit, IT and compliance 
services for the Group, 

(collectively, the Management Services ). 

Originally the terms of the Management Agreement provided that Chairmen would provide 
the Management Services for a period of 2 years from 1 July 2010 (Service Period ). The 
Company would be able (at its discretion) to extend the Service Period for up to a further 3 
successive periods of 1 year on the same terms. However as a consequence of the 
amendments to the Management Agreement required by the ASX as a condition of 
Guildford's listing (see below), the Company elected to renew the Service Period for the full 
5 year term of the Management Agreement. 

In consideration of the Management Services, Guildford must pay the Management Fee 
(being $2,500,000 per annum (excluding GST)) during the Service Period (including any 
extensions agreed to by the Company). The Management Fee is payable to Chairmen 
monthly in advance. In addition, Guildford is required reimburse Chairmen for any 
reasonable third party costs, expenses, charges, fees and taxes and duties incurred by 
Chairmen during the Service Period in providing the Management Services or at the request 
of Guildford, excluding Chairmen's overheads and the cost of it employing personnel to 
perform the Management Services.  

Success Fee 

In addition to the Management Fee, the original terms of the Management Agreement 
provided that the Company was also required to pay Chairmen (or as Chairmen directs) the 
Success Fee (being $20,000,000 (excluding GST)) for each 100,000,000 tonnes of 
Indicated Resource of coal in connection with one or more of the Projects (either alone or in 
combination) which is confirmed in one or more JORC Reports (either alone or in 
combination) provided to the Company or any subsidiary during the period of five years 
commencing 1 July 2010. However, this condition was also required to amended by the 
ASX (see below). 

The Success Fee may become payable on one or more occasions, up to a maximum of 5 
occasions.  The Success Fee will not exceed $100,000,000 (excluding GST) in aggregate.   

The Success Fee will still be payable even if the Company does not renew the provision of 
the Management Services at the end of the initial 2 year period.  



 

Each Success Fee payable to Chairmen may be satisfied by a cash payment or by the 
issue of fully paid ordinary shares in the Company (or a combination of cash and shares), at 
the election of the Company's independent directors or, if there are no independent 
directors, an independent valuer.  Any issue of shares in connection with payment of the 
Success Fee is subject to compliance with the Listing Rules and the Corporations Act. 

The issue price of any shares that are issued to Chairmen in full or part satisfaction of a 
Success Fee is to be calculated as the volume weighted average price of the Company's 
shares during a 30 Business Day period surrounding the date on which an announcement is 
made by the Company with respect to the Indicated Resource of coal giving rise to a 
Success Fee or the date on which the relevant JORC compliant report was delivered to the 
Company. 

Variation of the Management Agreement 

The ASX required certain amendments be made to the Management Agreement as a 
condition of Guildford's listing. As announced to the ASX on 20 July 2010, Guildford and 
Chairmen entered into a deed to amend the Management Agreement on that date. The 
amendments to the Management Agreement included: 

(a) the requirement that all material amendments to the Management Agreement be 
approved by holders of ordinary shares of Guildford; 

(b) the requirement that during the period of 24 months following the date of first 
quotation of Guildford's shares on ASX, any success fee payable to Chairmen be 
payable only in restricted securities (Restriction Period ); 

(c) if a Success Fee is to be paid in shares, the issue price of shares is to be the volume 
weighted average price of Guildford's shares during the period 15 Business Days 
prior to the date of a public announcement with respect to the relevant indicated 
resource of coal and the 15 Business Days following such announcement, except 
that if shares are issued in satisfaction of the success fee during the Restriction 
Period the issue price will be the higher of this price and $0.20; and 

(d) no Success Fee will be payable to Chairmen if the Management Agreement is 
terminated or not renewed (except for any Success Fee due and payable prior to 
such termination). 

Prior to being listed on the ASX, the Company elected to renew the Service Period for the 
full 5 year term of the Management Agreement. 

2.2 The Transaction 

On 9 July 2012 Guildford announced that it had located 123,600,000 tonnes of Indicated 
Resource of coal at its Hughenden Project. As a result the first instalment of the Success 
Fee under the Management Agreement became due and payable to Chairmen. 

Guildford paid this instalment of the Success Fee on 3 August 2012 by way of the issue of 
44,179,369 Shares to Chairmen at an issue price of $0.4527 per Share. 

The Board has agreed with Chairmen (subject to the Resolutions being approved by 
Shareholders) to bring forward and finalise the remaining potential Success Fee instalments 
due to Chairmen under the terms of the Management Agreement.  

In consideration for Chairmen agreeing to finalise the remaining Success Fee instalments 
Guildford will (if the Resolutions are approved) issue the Consideration Shares (being 
74,000,000 fully paid ordinary shares in Guildford) to Chairmen. The issue price of the 



 

Consideration Shares will be $0.525 per Consideration Share. This price is the midpoint of 
the price range for the Company's Shares used by PwC Securities to value the 
Consideration Shares as part of their Independent Expert's Report. 

The issue of the Consideration Shares by Guildford will be in full and final settlement of the 
remaining potential Success Fee instalments due to Chairmen under the Management 
Agreement. Following issue of the Consideration Shares no further instalments of the 
Success Fee will be payable to Chairmen. 

As part of the Transaction, Guildford and Chairmen have agreed (subject to the Resolutions 
being approved by Shareholders) to enter into the Deed of Variation to vary the terms of the 
Management Agreement. The Deed of Variation (if approved) will remove the Success Fee 
arrangements from the Management Agreement. However, the terms governing the 
payment of the annual Management Fee to Chairmen discussed above will remain in effect 
following completion of the Transaction. 

Further details on the proposed variations to the Management Agreement and the Deed of 
Variation are set out in section 2.3 below. 

2.3 Deed of Variation 

As part of the Transaction, Guildford and Chairmen have agreed (subject to the Resolutions 
being approved) to enter into the Deed of Variation to vary the terms of the Management 
Agreement.  

The material terms of the Deed of Variation are: 

(a) (Condition Precedent ) – Guildford's obligation to issue the Consideration Shares 
and the variation of the Management Agreement do not come into effect until the 
Resolutions are approved by Shareholders at the Extraordinary General Meeting; 

(b) (Effective Date ) – the Deed of Variation will become effective 1 Business Day after 
the Resolutions are approved by Shareholders; 

(c) (Variation of Management Agreement ) – if the Resolutions are approved by 
Shareholders, the Management Agreement will be varied such that the provisions 
regarding the Success Fee currently included in clause 5 of the Management 
Agreement (together with all of the related definitions set out in clause 1.1 of the 
Management Agreement) will be removed from the Management Agreement and of 
no further effect; 

(d) (Consideration Shares ) – in consideration for Chairmen agreeing to the variations 
to the Management Agreement outlined in (c) above, Guildford has agreed (subject 
to the Resolutions being approved by Shareholders) to issue the Consideration 
Shares to Chairmen (being 74,000,000 Shares in the Company) 1 Business Day 
after the effective date of the Deed of Variation; 

(e) (Acknowledgements by Chairmen ) – under the terms of the Deed of Variation 
Chairmen acknowledges and agrees that: 

(i) the issue of the Consideration Shares by Guildford will be in full and final 
settlement of all of its obligations under the Management Agreement to pay 
any further Success Fee; 

(ii) no further Success Fees will be payable by Guildford following the issue of 
the Consideration Shares; and 



 

(iii) it must continue to provide the Management Services in accordance with the 
Management Agreement. 

(f) (Acknowledgements by Guildford ) – under the terms of the Deed of Variation 
Guildford acknowledges and agrees that the Deed of Variation does not: 

(i) relieve Guildford of its obligation to pay Chairmen all amounts due and 
payable under the Management Agreement prior to the effective date of the 
Deed of Variation (including, but not limited to, payment of the first Success 
Fee instalment); and 

(ii) constitutes a waiver of Chairmen's right to receive the Management Fee for 
providing the Management Services. 

It should be noted that whilst the Deed of Variation (if approved and executed) will remove 
the terms governing the Success Fee arrangements from the Management Agreement, the 
terms governing the provision of the Management Services by Chairmen, and the payment 
of the Management Fees by Guildford discussed above will remain in effect. 

2.4 Consideration Shares 

The Consideration Shares will be fully paid ordinary shares in Guildford. They will have the 
same terms as, and rank equally with, all of other Shares issued by the Company. 

The Company will also apply for the Consideration Shares to be quoted on the ASX. 

2.5 Rationale for the Transaction 

The Board considers that the potential for significant numbers of Shares to be issued to 
Chairmen in the future (and the dilution of the interests of other Shareholders which would 
result from such issues of Shares) could be making the Company less attractive to potential 
investors.  

The Transaction provides for the full and final settlement of Guildford's obligations under the 
Management Agreement to pay any further instalments of the Success Fee to Chairmen. 
No further instalments of the Success Fee will be payable by Guildford following completion 
of the Transaction. 

As a result, the requirement for Guildford to potentially have to make further significant 
issues of Shares to Chairmen in the future (and for the interests of other Shareholders to be 
diluted as a result of such issues) will be removed. This could potentially attract a broader 
range of investors (and thus further investment capital) to the Company.  

Further details of the advantages and disadvantages of the Transaction are set out in 
section 2.16 below. 

2.6 Company’s business 

Guildford was listed on the ASX on 22 July 2010. It was incorporated in May 2010. 

Guildford's current business is mineral exploration across a number of mining tenements 
located in Australia and Mongolia. 

2.7 Relationship between Chairmen and Guildford 

Chairmen is a private company which was incorporated in June 2009. 



 

Chairmen's current business is investment in various entities and projects (including 
Guildford). Chairmen also provides the Management Services to Guildford under the terms 
of the Management Agreement. 

Chairmen is Guildford's largest shareholder. Chairmen currently holds 215,635,285 Shares 
in Guildford. This equates to a voting power of approximately 38.43% of Guildford's total 
issued capital. 

As noted in section 2.12 below, 3 current or former Directors of Guildford (being Mr. Michael 
Avery, Mr. Alan Griffiths and Mr. Craig Ransley) are either directors or shareholders of 
Chairmen. 

Section 2.12 below sets out further details regarding the interests of these Directors in 
Chairmen. 

In addition, Mr. Michael Chester is a former director and shareholder of Chairmen. Mr. 
Chester resigned as a director of Chairmen on 20 July 2012, and disposed of his 
shareholding in Chairmen on 21 July 2011. 

2.8 Effects of the Transaction 

In summary, if the Resolutions are passed and the Transaction is completed, the effect will 
be: 

(a) the number of Shares issued by the Company will increase from 561,046,899 to 
635,046,899 upon completion of the Transaction and the issue of the Consideration 
Shares; 

(b) Chairmen's shareholding in Guildford will increase from 215,635,285 Shares to 
289,635,285 Shares; 

(c) the voting power of the Chairmen and its Associates will increase from 38.43% to 
approximately 45.61% as a result of the issue of the Consideration Shares; and  

(d) the Board of Guildford will not change. 

2.9 Benefits of the Transaction 

The Company will enjoy the benefits as set out in section 2.16 below. 

The Directors believe that the Transaction will allow the Company to attract a broader range 
of investors (and thus further investment capital) as the requirement for Guildford to 
potentially have to make further significant issues of Shares to Chairmen in the future (and 
for the interests of other Shareholders to be diluted as a result of such issues) will have 
been removed. 

In addition, under the terms of the Deed of Variation the Success Fee arrangements in the 
Management Agreement will be settled in full and no further Success Fee instalments will 
be payable by the Company following completion of the Transaction.  

2.10 Ownership structure of Guildford post Completi on of the Transaction 

Guildford is a public company listed on the ASX.  

Based on Guildford's share register as at 2 January 2013, the top 20 Shareholders of 
Guildford following completion of the Transaction (i.e. if the Resolutions are approved) will 
be as follows: 



 

Shareholder Name No. of Shares % Held 

Equitas Nominees Pty Limited 281,635,285+ 44.35% 

National Nominees Limited 70,205,945 11.06% 

Terra Holdings Limited 40,000,000* 6.30% 

UBS Nominees Pty Ltd 29,685,051 4.67% 

HSBC Custody Nominees (Australia) Limited 22,198,302 3.50% 

Warbont Nominees Pty Ltd 18,043,291 2.84% 

Brispot Nominees Pty Ltd 15,434,591 2.43% 

HSBC Custody Nominees (Australia) Limited – 
A/C 2 

9,327,855 1.47% 

CS Fourth Nominees Pty Ltd 9,128,927 1.44% 

UBS Wealth Management Australia Nominees 
Pty Ltd 

8,554,209 1.35% 

Equitas Nominees Pty Limited 8,000,000+ 1.26% 

J P Morgan Nominees Australia Limited 7,988,403 1.25% 

Omaroo Investments Pty Ltd 7,362,397 1.16% 

Lenark Pty Limited 4,500,000 0.71% 

J P Morgan Nominees Australia Limited (Cash 
Income Account) 

4,352,845 0.69% 

Carpentaria Exploration Limited 2,184,551 0.35% 

HSBC Custody Nominees (Australia) Limited – 
A/C 3 

2,133,490 0.34% 

CS Third Nominees Pty Ltd 2,000,000 0.31% 

Mr. Mark Konda & Ms Catherine Louise Hurley 2,000,000 0.31% 

Gleneagle Securities Nominees Pty Limited 1,900,000 0.30% 



 

Shareholder Name No. of Shares % Held 

Quality Life Pty Ltd 1,800,000 0.28% 

Baysoni Pty Ltd 1,800,000 0.28% 

 
* As announced to the ASX, 20,000,000 Shares held by Terra Holdings Limited are subject 
to escrow until June 2013. 

+ Equitas Nominees Pty Limited acts as the nominee for Chairmen. 

2.11 Impact on control of the Group 

The issue of the Consideration Shares under the Transaction will result in Chairmen and its 
Associates increasing their voting power in the Company from 38.43% to approximately 
45.61%.   

Following completion of the Transaction, Chairmen will have increased its ability to exert 
influence over the outcome of matters related to the Company, including the election of 
Directors.  

2.12 Interests of the Directors 

Mr. Michael Avery owns or controls an entity which holds approximately 5.99% of the issued 
shares of Chairmen. Mr. Avery is also a former director of Chairmen. Mr. Avery resigned 
from his position as a director of Chairmen on 12 October 2010. 

As announced to the ASX, Mr. Avery resigned as a director of Guildford on 21 January 
2013.  

It should also be noted that Mr. Avery and his Associates also hold 7,362,397 Shares in 
Guildford (which is equal to a voting power of approximately 1.31%). 

Mr. Michael Avery therefore has a personal interest in the outcome of the Resolutions and 
accordingly, he and his Associates are excluded from voting on the Resolutions. 

As noted in section 2.7 above, Mr. Michael Chester is a former director and shareholder of 
Chairmen. On this basis Mr. Michael Chester has a personal interest in the outcome of the 
Resolutions. Accordingly, he and his Associates will be excluded from voting on the 
Resolutions. 

Mr. Alan Griffiths owns or controls an entity which holds approximately 0.07% of Chairmen. 

Mr. Alan Griffiths therefore has a personal interest in the outcome of the Resolutions and 
accordingly, he and his Associates are excluded from voting on the Resolutions. 

Mr. Craig Ransley is a director of Chairmen. In addition, Mr. Ransley's Associates hold 
approximately 16.94% of the issued shares of Chairmen. 

Mr. Craig Ransley therefore has a personal interest in the outcome of the Resolutions and 
accordingly, he and his Associates are excluded from voting on the Resolutions. 



 

2.13 Recommendations of the Directors 

The Directors of Guildford wish to make a recommendation to Non Associated 
Shareholders about the Resolutions and to give reasons for the recommendation.  

Based on the information available, including that contained in this Explanatory 
Memorandum and the risks outlined in section 2.17, the Directors consider the Transaction 
to be in the best interests of the Company.   

In making their recommendation, the Directors have considered: 

(a) the rationale for and the benefits of the Transaction as set out in section 2.9 above; 

(b) the risks associated with the Transaction as set out in section 2.17 below; 

(c) the advantages and disadvantages of the Transaction as set out in section 2.16 
below; and 

(d) the reasoning and conclusions of PwC Securities in the Independent Expert’s Report 
set out in Annexure A. 

In relation to the Resolutions, the Directors other than Mr. Michael Chester, Mr. Alan 
Griffiths and Mr. Craig Ransley recommend that Non Associated Shareholders vote in 
favour of these resolutions as set out in the enclosed Notice of Meeting.  

Mr. Chester, Mr. Griffiths and Mr. Ransley make no recommendation with respect to these 
resolutions due to their personal interest in the Resolutions. 

2.14 Conclusion of the Independent Expert 

PwC Securities, the Independent Expert, has concluded that the Transaction is fair and 
reasonable to Guildford's Non Associated Shareholders.  

In its opinion, the position of the Non Associated Shareholders is more advantageous if the 
Transaction is approved than their position if it is not approved.  

A copy of the Independent Expert's Report is set out in Annexure A. A copy of the technical 
report prepared by RungePincockMinarco Limited (Technical Report ) which was used by 
PwC Securities to prepare their Independent Expert's Report is set out in Annexure B. 

2.15 Reasons why the Directors consider the Transac tion to be in the best interests of the 
Company and Non Associated Shareholders 

The Directors consider that the Transaction is in the best interests of the Company and its 
Non Associated Shareholders. 

The principal reasons why the Directors recommend that Shareholders vote in favour of the 
Resolutions are that they believe that: 

• the Success Fee arrangements under the Management Agreement will be settled in 
full and no further Success Fee instalments will be payable by the Company; 

• the potential for further significant dilution of the interests of Non Associated 
Shareholders as result of the issue of Shares in payment of the Success Fee is 
removed; 



 

• the Company will have the potential to attract further investors as result of the 
requirement for it to have to issue further significant numbers of Shares to Chairmen 
being removed; 

2.16 Advantages and Disadvantages associated with t he Transaction  

Advantages 

The main advantages associated with the Transaction are: 

(a) Advantage 1 – Potential to attract further investment 

The Board of Guildford consider that the potential for significant numbers of Shares to be 
issued to Chairmen in the future (and the dilution of the interests of other Shareholders 
which would result from such issues of Shares) could be making the Company less 
attractive to potential investors.  

The Independent Expert notes that Guildford may have difficulty raising capital in the future 
if the Success Fee obligations remain in force. At this stage, the Company's ability to raise 
capital is particularly important to the continued development of its projects. 

The Transaction will remove the requirement for Guildford to potentially have to make 
further significant issues of Shares to Chairmen in the future (and for the interests of other 
Shareholders to be diluted as a result of such issues), and potentially attracting a broader 
range of investors to the Company.  

However, Shareholders should note that their interest in Guildford may still be diluted in the 
future as a result of Guildford issuing further Shares to other parties/investors either via 
capital raisings (e.g. placements to sophisticated or professional investors), or as 
consideration for any future acquisitions. 

(b) Advantage 2 – Success Fees settled in full 

The Consideration Shares will (if the Resolutions are approved) be issued in full and final 
settlement of Guildford's obligations under the Management Agreement to pay any further 
instalments of the Success Fee to Chairmen. No further instalments of the Success Fee will 
be payable by Guildford following the issue of the Consideration Shares. 

As noted in section 2.3 above, the Deed of Variation will (if the Resolutions are approved) 
amend the Management Agreement to remove the provisions regarding the payment of the 
Success Fee to Chairmen. In addition, Chairmen acknowledges and agrees under the 
terms of the Deed of Variation that once the Consideration Shares have been issued no 
further Success Fees will be payable by Guildford. 

However, it should be noted that Guildford's other obligations under the Management 
Agreement (i.e. the payment of the annual Management Fee to Chairmen) will remain in 
effect following completion of the Transaction. 

The Independent Expert has identified other additional advantages associated with the 
Transaction. Further details of these additional advantages are set out in Section 4.2.1 of 
the Independent Expert's Report. 

Disadvantages 

The main disadvantage associated with the Transaction is: 

Dilution of Non Associated Shareholders 



 

The interest of existing Non Associated Shareholders will reduce from 61.57% to 
approximately 54.39% as a result of the Transaction. Chairmen's interest in Guildford will 
increase from 38.43% to approximately 45.61% as a result of the issue of the Consideration 
Shares. 

Chairmen will have an increased ability to exert influence over the outcome of matters 
related to the Company, including the election of Directors.  

The Independent Expert has identified other additional disadvantages associated with the 
Transaction. Further details of these additional disadvantages are set out in Section 4.2.2 of 
the Independent Expert's Report. 

2.17 Investment Risks associated with the Transacti on 

General risks associated with the Transaction are:  

(a) (share market conditions ) Guildford, being a company listed on ASX, will continue 
to be subject to market forces that influence broad share market trends and the price 
of securities of individual companies.  Accordingly, the price of the Shares will be 
subject to varied and often unpredictable influences on the market for equities in 
general;  

(b) (no guarantee of future earnings risk ) there is no guarantee of profitability, 
dividends, return of capital, or the price at which Shares will trade on ASX; and 

(c) (uncontrollable factors ) the Group will be exposed to the general risk factors that 
are associated with conducting a business including litigation resulting from the 
breach of agreements or in relation to employees (through personal injuries, 
industrial matters or otherwise), strikes, lockouts, loss of service of key management 
or operational personnel, non-insurable risks, delay in the resumption of activities 
after reinstatement following the occurrence of an insurable risk, acts of terrorism 
and acts of God and other matters or force majeure events that may interfere with 
the business or trade of the Company. 

Specific risks associated with the Transaction and the issue of the Consideration Shares 
are: 

(a) (Completion risk ) the Transaction is subject to the risk that it may not complete as 
Completion is subject to the passing of the Resolutions. If all of the Resolutions are 
not passed the Transaction will not proceed; 

(b) (liquidity ) the liquidity of Shares may be affected given the increase in Chairmen's 
interest in the Company.  After the issue of the Consideration Shares, Chairmen and 
its Associates will hold approximately 45.61% of the Company’s Shares; and 

(c) (Resolutions ) the Transaction is conditional on Shareholders approving all of the 
Resolutions. 

2.18 Risks for the Company if the Transaction is no t approved or does not go ahead 

If the Transaction is not approved by Shareholders or does not go ahead for any other 
reason: 

(a) the Management Agreement will not be varied and the terms of the Success Fee 
arrangements set out in the Management Agreement will remain in effect; 

(b) in addition to its obligation to the Management Fee to Chairmen, Guildford will still be 
obliged to pay the remaining Success Fee instalments for each 100,000,000 tonnes 



 

of Indicated Resource of coal from one or more of the Projects (which may be up to 
$80,000,000 (excluding GST) in total); and 

(c) Guildford may need to issue Shares to Chairmen to cover some or all of the 
remaining Success Fee instalments if it does not have sufficient cash resources to 
meet any Success Fee instalment which becomes due and payable in the future. 
Any such issues of Shares may (depending on the number of Shares which need to 
be issued to Chairmen in payment of the relevant Success Fee instalment) lead to 
further significant dilution of the interests of Non Associated Shareholders. 

3. Further Information relating to each of the Reso lutions  

3.1 Resolution 1 – Approval of variation of Managem ent Agreement 

Resolution 1 seeks approval for the Company to enter into the Deed of Variation in relation 
to the Management Agreement. The terms of the Deed of Variation are discussed in section 
2.3. above. 

Chapter 2E of the Corporations Act 

The Corporations Act regulates the giving of a "financial benefit" to a "related party" of a 
public company.  In general terms, a related party means a director of the public company 
and his or her relatives or associated companies. Under section 228(1) of the Corporations 
Act, an entity may also be a related party of a public company if the entity controls the 
public company.  

Details of the relationship between Chairmen and the Company, and the reasons for 
seeking Shareholder approval under Chapter 2E of the Corporations Act, are set out in 
sections 2.7 and 2.12 above. 

Section 208 of the Corporations Act sets out the circumstances in which a financial benefit 
may be given to related parties.  These include where the members of the company have, 
by ordinary resolution, given their approval in accordance with the procedure set out in 
sections 217 to 227 of the Corporations Act.  Accordingly, pursuant to Resolution 1, 
Guildford seeks the approval of its Shareholders under section 208 of the Corporations Act 
and provides the information contained in this Explanatory Statement and the following 
specific information. 

The related party to whom Resolution 1 would permit the financial benefit to be given is 
Chairmen. 

The nature of the financial benefit is the issue of the Consideration Shares to Chairmen 
under the terms of the Deed of Variation as discussed in section 2.3 above.  

The details of the Consideration Shares are set out in section 2.4 above.  The details of the 
effect of the issue of the Consideration Shares and the voting power of Chairmen 
immediately following completion of the Transaction are set out in section 2.8 above.   

3.2 Resolution 2 – Approval of the issue of the Con sideration Shares 

(a) Listing Rule 10.11 

The Company seeks Shareholder approval for the proposed issue of Consideration 
Shares to Chairmen.  The Consideration Shares are the consideration for the 
proposed Transaction. 

The Consideration Shares will be issued 1 Business Day after the Extraordinary 
General Meeting in accordance with the terms of the Deed of Variation.   



 

The issue of the Consideration Shares to Chairmen will result in Chairmen and its 
Associates holding approximately 45.61% of the total issued Share capital in 
Guildford.  

ASX Listing Rule 10.11 requires shareholder approval for the issue of securities by a 
company to a related party or a person whose relationship with the entity or a related 
party is, in ASX’s opinion, such that approval should be obtained. 

Details of the relationship between the Chairmen and the Company, and the reasons 
for seeking Shareholder approval under ASX Listing Rule 10.11, are set out in 
section 2 above. 

The information required to be given to Shareholders for the purposes of approval of 
the proposed issue of Consideration Shares under Listing Rule 10.11 is set out 
below. 

Name of person:  TheChairmen1 Pty Limited ACN 137 271 
642 

Maximum number of securities to 
be issued: 

The maximum number of securities to be 
issued is 74,000,000 Shares. 

Issue Date:  If both of the Resolutions are passed at the 
Extraordinary General Meeting, the 
Consideration Shares will be issued to 
Chairmen 1 Business Day after the date of 
the Extraordinary General Meeting, but in 
any event the Consideration Shares will be 
issued no later than 1 month after the date of 
the Extraordinary General Meeting. 

Relationship between the 
Vendors, the Target Group and 
Guildford 

Chairmen is the controller of the Company 
and currently owns approximately 38.43% of 
the Company's issued Shares.  

In addition, 3 current or former directors of 
the Company (Mr. Michael Avery, Mr. Alan 
Griffiths and Mr. Craig Ransley) are directors 
or shareholders of Chairmen. 

Issue Price:  $0.525 per Consideration Share.  

Terms of Securities:  The Consideration Shares will be fully paid 
ordinary shares in the capital of the 
Company and will rank equally with the 
existing Shares on issue. 

The use of the funds raised:  No funds will be raised by the issue of the 
Consideration Shares. The Consideration 
Shares are being issued to Chairmen in full 
and final settlement of the Success Fee 
arrangements in the Management 
Agreement. 

Shareholder approval is not required under Listing Rule 7.1 for the issue of the 
Consideration Shares to Chairmen, in accordance with Exception 14 of Listing Rule 



 

7.2.  That is, approval is not required under Listing Rule 7.1 if approval is given 
under Listing Rule 10.11.  Also, approval under Listing Rule 7.1 is not required if the 
issue of securities is approved for the purposes of item 7 of section 611 of the 
Corporations Act.  

(b) Chapter 2E of the Corporations Act 

The Corporations Act regulates the giving of a "financial benefit" to a "related party" 
of a public company.  In general terms, a related party means a director of the public 
company and his or her relatives or associated companies. Under section 228(1) of 
the Corporations Act, an entity may also be a related party of a public company if the 
entity controls the public company.  

Details of the relationship between Chairmen and the Company, and the reasons for 
seeking Shareholder approval under Chapter 2E of the Corporations Act, are set out 
in sections 2.7 and 2.12 above. 

Section 208 of the Corporations Act sets out the circumstances in which a financial 
benefit may be given to related parties.  These include where the members of the 
company have, by ordinary resolution, given their approval in accordance with the 
procedure set out in sections 217 to 227 of the Corporations Act.  Accordingly, 
pursuant to Resolution 2, Guildford seeks the approval of its Shareholders under 
section 208 of the Corporations Act and provides the information contained in this 
Explanatory Statement and the following specific information. 

The related party to whom Resolution 2 would permit the financial benefit to be given 
is Chairmen. 

The nature of the financial benefit is the issue of the Consideration Shares to 
Chairmen under the terms of the Deed of Variation as discussed in section 2.3 
above.  

The details of the Consideration Shares are set out in section 2.4 above.  The details 
of the effect of the issue of the Consideration Shares and the voting power of 
Chairmen immediately following completion of the Transaction are set out in section 
2.8 above.   

(c) Item 7 of section 611 of the Corporations Act 

Resolution 2 seeks Shareholder approval of the Transaction and the issue of the 
Consideration Shares to Chairmen for the purposes of item 7 of section 611 of the 
Corporations Act. 

Section 606(1) of the Corporations Act provides that a person must not acquire a 
relevant interest in issued voting shares in a company if: 

(i) the company is a listed company; 

(ii) the person acquiring the interest does so through a transaction in relation to 
securities entered into by or on behalf of the person; and 

(iii) because of the transaction, that person’s or someone else’s voting power in 
the company increases from 20% or below to more than 20% or from a 
starting point that is above 20% and below 90%. 

Item 7 of section 611 of the Corporations Act provides an exception to the prohibition 
in section 606(1) if an acquisition is approved previously by a resolution passed by 
shareholders at a general meeting of the company. 



 

The issue of the Consideration Shares under the Transaction will result in Chairmen 
increasing its voting power from 38.43% to approximately 45.61%.   

Accordingly, Shareholder approval of the Transaction and issue of the Consideration 
Shares is required under item 7 of section 611 of the Corporations Act. 

The information required to be given to Shareholders for the purposes of approval of 
the Transaction and issue of Consideration Shares to Chairmen (or their nominees) 
under item 7 of section 611 of the Corporations Act is set out below. 

Identity of person acquiring an 
interest in the Company's Shares 
as a result of the Transaction: 

Chairmen will be issued with 74,000,000 
Consideration Shares. 

The maximum extent of the 
increase in the voting power of 
Chairmen as a result of the 
Transaction: 

The voting power of Chairmen will increase 
from 38.43% to approximately 45.61% in 
total. 

The voting power that Chairmen   
will have a result of the 
Transaction: 

Voting power of approximately 45.61%. 

The maximum extent of the 
increase in the voting power of 
the Associates of Chairmen as a 
result of the Transaction: 

The voting power of the Associates of 
Chairmen will increase from 38.43% to 
approximately 45.61%. 

The voting power that the 
Associates of Chairmen will have 
as a result of the Transaction: 

Voting power of approximately 45.61%. 

 

4. Additional information 

The Explanatory Statement contains all information that is known by the Company or any of 
its Directors which is reasonably required by Shareholders to decide whether it is in the 
Company's interests to pass the Resolutions dealing with financial benefits to related 
parties. 

The Notice of Meeting and Explanatory Statement provided to Shareholders are the same 
in all material respects as the Notice of Meeting and Explanatory Statement lodged by 
Guildford with ASIC in accordance with the requirements of section 218 of the Corporations 
Act not less than 14 days before the notice convening the Shareholder Meeting was given 
by Guildford. No other document is now provided to Shareholders.  If the Resolutions are 
passed, Guildford must lodge with ASIC within 14 days, a notice setting out the text of the 
Resolutions. 

If a poll is demanded in relation to a Resolution which is then duly passed, the Company 
must, for each member voting in person, record the name and the number of votes cast for 
and against the Resolution, and for each proxy, record the name and the number, by 
member represented, of votes cast as proxy for and against the relevant Resolution.  
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Dear Sirs,

Independent Expert’s Report in respect of a proposed amendment of the
Management Agreement between Guildford Coal Limited (Guildford or the
Company) and TheChairmen1 Pty Limited (Chairmen)

1 On 26 May 2010, Guildford entered into
July 2010 (Management Agreement)
Australian Securities Exchange
agreed to provide certain management services (Management Services) to Guildford for a fee
(Management Fee) of $2,500,000 per annum (excluding any applicable GST).

2 In addition, under Section 5 of the Management Agreement, Guildford is required to
Chairmen $20 million (Success Fee), excluding any applicable GST, for each 100 million tonnes
(Mt) of Joint Ore Reserves Committee of the Australasian Institute of Mining and Metallurgy
(JORC) indicated resource (Indicated Resource) of coal in connecti
mining projects (Projects).
tenements (including tenement applications) that were acquired by Guildford from Chairmen or
its subsidiaries including those which were o
Guildford being listed on the ASX.

3 A maximum of five instalments of the Success Fee
either in cash or by way of issue of fully paid ordinary shares in Guildfo
combination of cash and Shares at the election of Guildford’s independent directors.

4 On 9 July 2012, Guildford announced a JORC Indicated Resource of coal for one of its Projects of
123.63 Mt (Resource Announcement). As a result, the f
to Chairmen on 3 August 2012 through the issuance of 44,179,369 Shares at an issue price of
$0.4527 per Share, being the volume weighted average price for the Company’s Shares on the ASX
for a 30 business day per
Announcement and 15 business days after that date. There are potentially four remaining
instalments of the Success Fee (Remaining Success Fee) as at the date of our report.

5 The board of directors of Guildford (Directors) have agreed with Chairmen, subject to various
shareholder approvals being given at the Extraordinary General Meeting of members of Guildford
(EGM) to be held on 2
instalments due to Chairmen, and vary the terms of the Management Agreement as set out in the
Deed of Variation and Restatement of Management Agreement
in the notice of the EGM (Notice
Meeting (Explanatory Memorandum) dated
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Independent Expert’s Report in respect of a proposed amendment of the
Management Agreement between Guildford Coal Limited (Guildford or the
Company) and TheChairmen1 Pty Limited (Chairmen)

Guildford entered into a management agreement with Chairmen
July 2010 (Management Agreement). This was one day prior to Guildford’s official listing on the
Australian Securities Exchange (ASX). Under the terms of the Management Agreement,
agreed to provide certain management services (Management Services) to Guildford for a fee
(Management Fee) of $2,500,000 per annum (excluding any applicable GST).

ection 5 of the Management Agreement, Guildford is required to
Chairmen $20 million (Success Fee), excluding any applicable GST, for each 100 million tonnes

Joint Ore Reserves Committee of the Australasian Institute of Mining and Metallurgy
(JORC) indicated resource (Indicated Resource) of coal in connection with certain Guildford
mining projects (Projects). Projects as stipulated in the Management Agreement refer to all
tenements (including tenement applications) that were acquired by Guildford from Chairmen or
its subsidiaries including those which were owned or held by a subsidiary of Chairmen prior to
Guildford being listed on the ASX.

A maximum of five instalments of the Success Fee totalling $100 million
either in cash or by way of issue of fully paid ordinary shares in Guildford (Shares), or by a
combination of cash and Shares at the election of Guildford’s independent directors.

On 9 July 2012, Guildford announced a JORC Indicated Resource of coal for one of its Projects of
123.63 Mt (Resource Announcement). As a result, the first instalment of the Success Fee was paid
to Chairmen on 3 August 2012 through the issuance of 44,179,369 Shares at an issue price of
$0.4527 per Share, being the volume weighted average price for the Company’s Shares on the ASX
for a 30 business day period, made up of 15 business days prior to the date of the Resource
Announcement and 15 business days after that date. There are potentially four remaining
instalments of the Success Fee (Remaining Success Fee) as at the date of our report.

ectors of Guildford (Directors) have agreed with Chairmen, subject to various
shareholder approvals being given at the Extraordinary General Meeting of members of Guildford

7 February 2013, to bring forward and settle the Remaining Suc
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6 A summary of the Proposed Transaction is as follows:

 The Remaining Success Fee instalments due to Chairmen under the Management Agreement
will be settled through the
(Consideration Shares)

 The issue of the Success Fee Shares will be in full and final settlement of the Company's
obligation to pay the
Agreement. Chairmen accepts that no further Success Fees will be payable by the Company
following the issue of the
the annual Management Fee will remain in effect.

7 The Consideration Shares are to be issued once Guildford has received all the necessary approvals
including shareholder approval for the purposes of ASX Listing Rule 10.11 and sections 208, and
611 (Item 7) of the Corporations Act

8 PricewaterhouseCoopers Securities Limi
prepare an Independent Expert’s Report (IER) for the shareholders of Guildford
excluded from voting (Non
Transaction. The IER is
IER for the purpose of stating, in our opinion, whether or not the Proposed Transaction is fair and
reasonable to the Non-

Our Conclusions

The Proposed Transaction is
Shareholders.

9 Our assessment of the Proposed Transaction has been undertaken in accordance with the
principles of Australian Securities and Investments Commission (ASIC) Regulatory Guide 111,
Content of Expert’s Reports (RG111).

10 PwC Securities consider the Proposed Transaction to
Shareholders of Guildford
conjunction with our detailed
findings.

The Proposed Transaction is

11 In our assessment of whether the Proposed Transaction is fair, PwC Securities
expected value of the Remaining Success Fee with
effectively treated the Proposed Transaction as a variation of the control transaction elements of
the existing Management Agreement and not as a separate, new control transaction. This is
because:

a. Chairmen and its associates already have
interest of approximately
the Proposed Transaction is successful may not necessarily increase its practical cont
over the Company;

b. The current terms of the Management Agreement feature the potential (which we consider
likely to transpire in the event of delivering milestones) for the issue of shares on similar
terms to the Proposed Transaction. In addition, t
the Management Agreement

A summary of the Proposed Transaction is as follows:

The Remaining Success Fee instalments due to Chairmen under the Management Agreement
through the issuance of 74,000,000 fully paid ordinary shares in Guildford

(Consideration Shares); and

The issue of the Success Fee Shares will be in full and final settlement of the Company's
obligation to pay the Remaining Success Fees due to Chairmen under the Mana
Agreement. Chairmen accepts that no further Success Fees will be payable by the Company
following the issue of the Consideration Shares. However, the terms governing the payment of
the annual Management Fee will remain in effect.

hares are to be issued once Guildford has received all the necessary approvals
including shareholder approval for the purposes of ASX Listing Rule 10.11 and sections 208, and

Corporations Act 2001.

PricewaterhouseCoopers Securities Limited (PwC Securities, we, our or us
prepare an Independent Expert’s Report (IER) for the shareholders of Guildford
excluded from voting (Non-Associated Shareholders) in connection with the Proposed
Transaction. The IER is to accompany the Notice of Meeting. PwC Securities

for the purpose of stating, in our opinion, whether or not the Proposed Transaction is fair and
-Associated Shareholders of Guildford.

ed Transaction is fair and reasonable for the Non-

Our assessment of the Proposed Transaction has been undertaken in accordance with the
Australian Securities and Investments Commission (ASIC) Regulatory Guide 111,

eports (RG111).

consider the Proposed Transaction to be fair and reasonable to the
of Guildford. The reasons of our opinion are provided below and should be read in
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In our assessment of whether the Proposed Transaction is fair, PwC Securities
expected value of the Remaining Success Fee with the value of the Consideration Shares. We have
effectively treated the Proposed Transaction as a variation of the control transaction elements of
the existing Management Agreement and not as a separate, new control transaction. This is
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including shareholder approval for the purposes of ASX Listing Rule 10.11 and sections 208, and
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-Associated

Our assessment of the Proposed Transaction has been undertaken in accordance with the
Australian Securities and Investments Commission (ASIC) Regulatory Guide 111,

reasonable to the Non-Associated
. The reasons of our opinion are provided below and should be read in

IER, attached to this summary letter, which sets out our scope and

In our assessment of whether the Proposed Transaction is fair, PwC Securities have compared the
the value of the Consideration Shares. We have

effectively treated the Proposed Transaction as a variation of the control transaction elements of
the existing Management Agreement and not as a separate, new control transaction. This is

control in the Company with an
increasing the interest to 45.6% to the extent

the Proposed Transaction is successful may not necessarily increase its practical control

The current terms of the Management Agreement feature the potential (which we consider
transpire in the event of delivering milestones) for the issue of shares on similar

he issue of shares contemplated under
could have been done without further shareholder



agreement. Accordingly, we consider the salient test to be applied is whether the
shareholders are in a better position than under the existing
This test is the one we have applied

12 PwC Securities have valued both the Remaining Success Fee and the Consideration Shares. The
Consideration Shares have been valued based on our analysis of Guildford’s share price over a 5
day, 30 day and 60 day period and after taking into consideration the number of shares that will
be issued. The chart below shows that the average value of the Remaining Success Fee payments is
higher than the average value of the Consideration Shares.
benefit received (the Consideration S
Success Fee).

13 We note that the value of the remaining Success Fee is
estimates provided by RPM and assuming a normal distribution of outcomes
confidence and variability of
chance of paying a cumulative Success Fee less than the value of the Consideration Share

14 We recognise there may be alternative interpretations of the Proposed Transaction in the context
of RG111. If the interpretation of the Proposed Transaction was as a new control transaction, this
would necessitate an alternative fairness test in evaluat
received by the Non-Associated Shareholders. We consider that if this fairness test was applied to
the Proposed Transaction, it would not be fair but would otherwise be reasonable for the reasons
set out in the IER.

The Proposed Transaction is

15 Pursuant to RG111, if a transaction is fair, then it is also reasonable. As such, we consider that the
Proposed Transaction is reasonable on the basis that it is fair. PwC Securities also consider that
the Proposed Transaction is reasonable as the advantages of the Proposed Transaction outweigh
the disadvantages such that there are sufficient reasons for the Non
approve the Proposed Transaction.

 The advantages of th
therefore reasonable.

16 In assessing the reasonableness of the
advantages and disadvantages
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Advantages

1) Settlement of the Remaining Success Fee ma
Guildford’s share price exposure to a decrease in the
price of coal.

2) The Proposed Transaction removes risk and provides
certainty for current and potential investors
of this risk may “clear the way” for appreciation of
Guildford’s share price.

3) The removal of the potential dilution risk will also
improve Guildford’s position to raise capital

4) The increase in total
potentially increase the trading liquidity of
Guildford’s shares (if Chairmen sells down its

5) The analysis may be potentially und
Remaining Success Fee obligations as
technical report only considered
at Hughenden (EPC 1477).

Other Matters

17 The decision to vote for or against the Proposed Transaction is a matter fo
shareholders based on each shareholder’s view as to value, their expectations about future market
conditions and their particular circumstances including risk profile, liquidity preference,
investment strategy, portfolio structure and tax posi
vary from shareholder to shareholder. If in any doubt as to the action they should take in relation
to the Proposed Transaction, shareholders should consult their own professional adviser.

18 This IER has been prepared specifically for the Non
Securities, PwC and its employees, officers and agents undertakes responsibility to any person,
other than the Non-Associated Shareholders, in respect of this
howsoever caused.

19 Guildford has indemnified PwC Securities, PwC and its employees, officers and agents against any
claim, liability, loss or expense, cost or damage, including legal costs on a solicitor client basis,
arising out of reliance on any informat
and misleading or omits any material particulars or arising from a failure to supply relevant
documentation or information.

20 We have relied upon the work undertaken by the technical expert,
(RPM), in forming our assessment.
circumstances and conditions as at that date. This letter must be read in conjunction with the full
IER attached.

Yours faithfully
PricewaterhouseCoopers Securities Limited

Richard Stewart
Authorised Representative

Advantages Disadvantages

Settlement of the Remaining Success Fee may reduce
Guildford’s share price exposure to a decrease in the

1) The Non-Associated Shareholders may lose out on
future share price gains from Guildford’s other
projects.

The Proposed Transaction removes risk and provides
t and potential investors. Removal

of this risk may “clear the way” for appreciation of
Guildford’s share price.

2) There is a chance that after voting in favour of the
Proposed Transaction, the Remaining Success Fee
hurdles will not be met

he potential dilution risk will also
improve Guildford’s position to raise capital

3) To the extent that the market has not priced
dilution, the share price could be expected to fall
upon issuance of the

The increase in total issued ordinary shares may
potentially increase the trading liquidity of

ares (if Chairmen sells down its stake).

4) The Non-Associated Shareholders
a gain as a result of an upgrade in the resource
classification from Inferred to In

The analysis may be potentially undervaluing the
emaining Success Fee obligations as RPM’s

technical report only considered Indicated Resources
at Hughenden (EPC 1477).

5) The Proposed Transaction will i
pre-existing interest
Chairmen has the ability to use the ‘creep’
provisions to increase its relevant interest in the
future without obtaining shareholder approval.

The decision to vote for or against the Proposed Transaction is a matter fo
shareholders based on each shareholder’s view as to value, their expectations about future market
conditions and their particular circumstances including risk profile, liquidity preference,
investment strategy, portfolio structure and tax position. In particular, taxation consequences may
vary from shareholder to shareholder. If in any doubt as to the action they should take in relation
to the Proposed Transaction, shareholders should consult their own professional adviser.

epared specifically for the Non-Associated Shareholders. Neither PwC
Securities, PwC and its employees, officers and agents undertakes responsibility to any person,

Associated Shareholders, in respect of this IER any errors or omissions

Guildford has indemnified PwC Securities, PwC and its employees, officers and agents against any
claim, liability, loss or expense, cost or damage, including legal costs on a solicitor client basis,
arising out of reliance on any information or documentation provided by Guildford, which is false
and misleading or omits any material particulars or arising from a failure to supply relevant
documentation or information.

We have relied upon the work undertaken by the technical expert, RungePin
, in forming our assessment. Our opinion is made at the date of this letter and reflects

circumstances and conditions as at that date. This letter must be read in conjunction with the full

ouseCoopers Securities Limited

Authorised Representative

Associated Shareholders may lose out on
future share price gains from Guildford’s other

There is a chance that after voting in favour of the
ransaction, the Remaining Success Fee

hurdles will not be met.

To the extent that the market has not priced-in the
dilution, the share price could be expected to fall
upon issuance of the Consideration Shares.

Associated Shareholders may miss out on
a gain as a result of an upgrade in the resource
classification from Inferred to Indicated.

The Proposed Transaction will impact Chairmen’s
interest in the Company. In addition,

Chairmen has the ability to use the ‘creep’
provisions to increase its relevant interest in the
future without obtaining shareholder approval.

The decision to vote for or against the Proposed Transaction is a matter for individual
shareholders based on each shareholder’s view as to value, their expectations about future market
conditions and their particular circumstances including risk profile, liquidity preference,

tion. In particular, taxation consequences may
vary from shareholder to shareholder. If in any doubt as to the action they should take in relation
to the Proposed Transaction, shareholders should consult their own professional adviser.

Associated Shareholders. Neither PwC
Securities, PwC and its employees, officers and agents undertakes responsibility to any person,

ny errors or omissions

Guildford has indemnified PwC Securities, PwC and its employees, officers and agents against any
claim, liability, loss or expense, cost or damage, including legal costs on a solicitor client basis,

ion or documentation provided by Guildford, which is false
and misleading or omits any material particulars or arising from a failure to supply relevant

RungePincockMinarco Limited
Our opinion is made at the date of this letter and reflects

circumstances and conditions as at that date. This letter must be read in conjunction with the full
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1. Introduction

1.1 Background
On 26 May 2010, Guildford entered into a management agreement with Chairmen, as varied on 20 July 2010
(Management Agreement), one day prior to Guildford’s official listing on the Australian Securities Exchange
(ASX). Under the terms of the Management Agreement, Chairmen agreed to provide certain management
services (Management Services) to Guildford for a fee (Management Fee) of $2,500,000 per annum (excluding
any applicable GST).

In addition, under Section 5 of the Management Agreement, Guildford is required to pay Chairmen $20 million
(Success Fee), excluding any applicable GST, for each 100 million tonnes (Mt) of Joint Ore Reserves Committee
of the Australasian Institute of Mining and Metallurgy (JORC) indicated resource (Indicated Resource) of coal
in connection with certain Guildford mining projects (Projects). Projects as stipulated in the Management
Agreement refer to all tenements (including tenement applications) that were acquired by Guildford from
Chairmen or its subsidiaries including those which were owned or held by a subsidiary of Chairmen prior to
Guildford being listed on the ASX.

Projects as stipulated in the Management Agreement refer to all tenements (including tenement applications)
that were acquired by Guildford from Chairmen or its subsidiaries including those which were owned or held by
a subsidiary of Chairmen as at the date of the Management Agreement. A Deed of Variation of the Management
Agreement between Chairmen and Guildford was announced on 20 July 2010 one day prior to Guildford’s
official listing on the ASX.

Further details in relation to the Management Agreement are set out in Section 3 of our report.

On 9 July 2012, Guildford announced a JORC Indicated Resource of coal for one of its Projects of 123.63 Mt
(Resource Announcement). As a result, the first instalment of the Success Fee was paid to Chairmen on 3
August 2012 through the issuance of 44,179,369 Shares at an issue price of $0.4527 per Share, being the volume
weighted average price for the Company’s Shares on the ASX for a 30 business day period, made up of 15
business days prior to the date of the Resource Announcement and 15 business days after that date. There are
potentially four remaining instalments of the Success Fee (Remaining Success Fee) as at the date of our report.

1.2 Proposed Transaction
The board of directors of Guildford (Directors) have agreed with Chairmen, subject to various shareholder
approvals being given at the Extraordinary General Meeting of members of Guildford (EGM) to be held on 27
February 2013, to bring forward and settle the Remaining Success Fee instalments due to Chairmen, and vary
the terms of the Management Agreement as set out in the Deed of Variation and Restatement of Management
Agreement (Proposed Transaction) as detailed in the notice of the EGM (Notice of Meeting) and explanatory
memorandum for notice (Explanatory Memorandum) dated 22 January 2013. A summary of the Proposed
Transaction is as follows:

The Company is proposing to vary the arrangements in the Management Agreement such that:

• The Remaining Success Fee instalments due to Chairmen under the Management Agreement will be
paid in advance through the issuance of 74,000,000 fully paid ordinary shares in Guildford
(Consideration Shares); and

• The issue of the Success Fee Shares will be in full and final settlement of the Company's obligation to
pay the remaining Success Fees due to Chairmen under the Management Agreement. Chairmen
accepts that no further Success Fees will be payable by the Company following the issue of the Success
Fee Shares. However, the terms governing the payment of the annual Management Fee will remain in
effect.

The Consideration Shares are to be issued once Guildford has received all the necessary approvals including
shareholder approval for the purposes of ASX Listing Rule 10.11 and sections 208, and 611 (Item 7) of the
Corporations Act 2001.
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2. Scope of the Independent
Expert’s Report

2.1 Purpose of the Independent Expert’s Report
Section 606 of the Corporations Act (“s606”) provides a general prohibition to an entity increasing its relevant
interest in the issued voting shares of a listed company from a starting point that is above 20% and below 90%.
Based on the shareholder register at 2 January 2013, Chairmen and its associates currently hold approximately
38.4% of the issued share capital of Guildford.

There are various exemptions to this prohibition including those set out in Section 611 of the Corporations Act
(“s611”). Under item 7 of s611, an acquisition of the relevant interests in a company’s voting shares from a
starting point that is above 20% and below 90% is allowed if, at a general meeting, a majority of the
Non-Associated Shareholders pass an ordinary resolution approving the Proposed Transaction.

Regulatory Guide 74 (“RG 74”) requires that in these circumstances, the Non-Associated Shareholders be
provided with a report assessing whether the Proposed Transaction is fair and reasonable in the context of their
interests.

ASX Listing Rule 10.10.2 requires that the Notice of Meeting under Listing Rule 10.11 include a report on the
Proposed Transaction from an independent expert. The report must state whether the Proposed Transaction is
fair and reasonable to the holders of Guildford’s ordinary securities whose votes are not to be disregarded in
respect of the Proposed Transaction. This report has provided an opinion in accordance with the requirements
under s611 and Listing Rule 10.11.

PricewaterhouseCoopers Securities Limited (PwC Securities) has been appointed to prepare an Independent
Expert’s Report (IER) for the shareholders of Guildford who are not excluded from voting (Non-Associated
Shareholders) in connection with the Proposed Transaction. The IER is to accompany the Notice of Meeting.
PwC Securities have prepared this IER for the purpose of stating, in our opinion, whether or not the Proposed
Transaction is fair and reasonable to the Non-Associated Shareholders of Guildford.

2.2 Regulatory Guidance
Australian Securities and Investments Commission (ASIC) Regulatory Guide 111, Content of Expert’s Reports
(RG111) sets out the guidelines for IER prepared for the purposes of item 7 of s611.

We also note that as Chairmen is related to Guildford, Section 228 of the Corporations Act 2011 and ASIC
Regulatory Guide 76, Related Party Transactions (RG76) also apply.

We consider that the Proposed Transaction is not analogous with a proposed takeover bid and therefore the
guidance offered under RG111.24 in respect of other control transactions would not apply. We consider that the
Proposed Transaction is not analogous to a proposed takeover bid primarily for the reasons set out in the
following section of the IER namely that the Proposed Transaction does not increase the practical control of
Guildford and varies the existing rights under the Management Agreement that would have most likely resulted
in a higher level of control passing.

Accordingly, we have considered the guidance under RG 111 in respect of related party transactions. In
particular, that the expert should focus on the substance of the transaction and not the legal form and the
expert should express an opinion on whether the transaction is fair and reasonable. Specifically:

• a related party transaction is ‘fair’ if the value of the financial benefit provided is equal to or less than
the value of the consideration being provided to the entity (RG 111.57).

• a proposed related party transaction is ‘reasonable’ if it is ‘fair’, it might also be ‘reasonable’ if despite
not being ‘fair’ the expert believes there are sufficient reasons for members to vote for the proposal (RG
111.60).
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RG 111 sets out certain matters for an Expert’s to consider when deciding whether a transaction is reasonable.
These include:

(a) “the bidder’s pre-existing voting power in securities in the target;

(b) other significant security holding blocks in the target;

(c) the liquidity of the market in the target’s securities;

(d) taxation losses, cash flow or other benefits through achieving 100% ownership of the target;

(e) any special value of the target to the bidder, such as particular technology, the potential to write off
outstanding loans from the target, etc;

(f) the likely market price if the offer is unsuccessful; and

(g) the value to an alternative bidder and likelihood of an alternative offer being made.”

We have given due consideration to relevant matters in other ASIC guidelines, including RG 112 (Independence
of Experts).

Our IER has also been carried out in accordance with Accounting Professional and Ethical Standards Board 225
“Valuation Services”.

2.3 Basis of Assessment
Our assessment of the Proposed Transaction has been undertaken in accordance with the principles of RG111.

The IER does not provide an opinion on the Management Agreement, as varied, which was already in place
prior to the Notice of Meeting. Our assessment is purely on the amendment to the terms of the existing
Management Agreement as described under the Proposed Transaction. The Management Agreement featured
the potential for up to five $20 million Success Fee payments in either cash or through the issuance of shares.

RG 111.5 states that an expert should focus on the purpose and outcome of the transaction. PwC Securities
consider the Proposed Transaction to be a variation of a previous control transaction inherent in the existing
Management Agreement. We consider this to be an appropriate interpretation because:

a) Chairmen and its associates already have a pre-existing control in the Company with an interest of
approximately 38.4%. In our view; increasing their interest to 45.6% (as proposed) may not necessarily
increase its practical control over the Company; and

b) The current terms of the Management Agreement feature the potential (which we consider likely to
transpire in the event of delivering milestones) for the issue of shares on similar terms to the Proposed
Transaction. In addition, the issue of shares contemplated could have been done without further
shareholder agreement.

Accordingly, we consider the salient test to be applied is whether the financial benefit (i.e. the value of the
Consideration Shares) is equal to or less than the value of the consideration being offered (i.e. the variation of
the Management Agreement). This is the test we have applied to consider fairness of the Proposed Transaction,
particularly with regard to the Related Party Transaction guidance at RG 111.55-58.

We recognise there may be alternative interpretations of the Proposed Transaction in the context of RG111. If
the interpretation of the Proposed Transaction was as a new control transaction, this would necessitate an
alternative fairness test in evaluating whether a control premium has been received by the Non-Associated
Shareholders. We have provided an analysis of this alternative interpretation fairness test in the IER.

Pursuant to RG111, if a transaction is ‘fair’ it is also ‘reasonable’. As such, we consider that the Proposed
Transaction is reasonable on the basis that it is fair. PwC Securities also consider that the Proposed Transaction
is reasonable as the advantages of the Proposed Transaction outweigh the disadvantages such that there are
sufficient reasons for the Non-Associated Shareholders to approve the Proposed Transaction.
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2.4 Reliance on Technical Experts
To assist in our assessment of the Proposed Transaction, Guildford engaged on our behalf a technical expert,
RungePincockMinarco Limited (RPM) to provide a technical report (RPM’s technical report) for use and
reliance by us in the preparation of our IER.

RPM has been engaged to perform the following work in relation to the Guildford’s Hughenden project:

1. Review the available geological information;

2. Complete basic geological modelling based on the limited data available;

3. Estimate the quantity of drilling required to estimate 200Mt, 300Mt, 400Mt and 500Mt of potential
indicated resources for EPC 1477 respectively; and

4. Estimate the probability of 500Mt of potential indicated resources following the completion of the
proposed drilling.

We have relied upon the work undertaken by RPM in forming our valuation assessment.

We are satisfied that:

 RPM has appropriate qualifications, industry experience and competence to conduct its assessments;

 The methodologies used in RPM’s technical report are consistent with generally accepted industry
practice; and

 RPM’s technical report contains sufficient information to support the conclusions drawn.

While RPM has carried out assignments for a subsidiary of Guildford over the past year, RPM is suitably
independent of Guildford and Chairmen for the purposes of this assessment.

RPM’s technical report is set out in Annexure B of the Notice of Meeting and should be read in conjunction with
the IER.

2.5 Shareholders should seek personal advice
An individual shareholder’s decision in relation to the Proposed Transaction may be influenced by his or her
particular circumstance. In undertaking the assessment, we have considered the Proposed Transaction for
shareholders as a whole. We have not considered the effect of the Proposed Transaction on the particular
circumstances of individual shareholders nor have we considered their individual objectives, financial situation
or needs. Individual shareholders will have varying financial and tax circumstances and it is not practical or
possible to consider the implications of the Proposed Transaction on individual shareholders as their respective
financial circumstances are not known to us. Due to particular circumstances, individual shareholders may
place different emphasis on various aspects of the Proposed Transaction from that adopted in this IER.
Accordingly, individual shareholders may reach different conclusions as to whether they should approve or not
approve the Proposed Transaction. Consequently, individual shareholders should seek their own financial
advice.

We have prepared a Financial Services Guide (FSG) in accordance with the Corporations Act. The FSG is
included as Part B of this report.
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2.6 Limitations and reliance on information
This report has been prepared solely for the purpose noted above and is not permitted to be used for any
other purpose.

We have not provided an opinion on whether the Proposed Transaction is fair and reasonable other than in
terms of its effect on the Non-Associated Shareholders, and prohibit anyone from relying on this report for any
other purposes. Any decision to approve or not approve the Proposed Transaction rests solely with Guildford’s
Non-Associated Shareholders and it is up to them to undertake their own enquiries and due diligence, and form
their own opinion as to the Proposed Transaction.

In preparing this report, we have had regard to public and non-public information. A listing of this information
is detailed in Appendix B of this report. We have used and relied upon this information and representations
made to us by and on behalf of the management of Guildford.

We have conducted such checks, enquiries and analysis on the information provided which we regard as
appropriate for the purposes of this report however, such information and representations are not always
capable of external verification or validation. Based on this evaluation, we believe that the information used in
forming our opinions in this report is reliable, complete and not misleading and we are not aware of any reason
to believe that material facts have been withheld. Preparation of this report does not in any way imply that we
have audited the financial statements or other records of Guildford. It has been assumed that the accounting
information relied upon was prepared in accordance with AASB standards.

Our assessment has been made as at the date of this report. Economic conditions, market factors and
performance changes may result in the report becoming outdated. We reserve the right, but are under no
obligation to review our assessments, and, if we consider it necessary, to issue an addendum to this report in
the light of any relevant material information which subsequently becomes known to us prior to the general
meeting of Guildford shareholders in relation to the Proposed Transaction.

All value amounts in the report are denominated in Australian dollars ($) unless otherwise stated. All
capitalised terms not otherwise defined in our Glossary contained in Appendix C, will take the form as defined
in the Notice of Meeting. Financial tables may be subject to rounding.

We provided draft copies of the IER to the Directors, advisors and management of Guildford, for their
comments as to factual accuracy, as opposed to opinions, which are our responsibility alone. Changes made to
this IER as a result of this review by the Directors, advisors and management of Guildford, have not changed
the methodology or conclusions reached by us.
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3. Background

3.1 Overview of the Company
Guildford was incorporated on 7 May 2010 and was officially listed on the ASX on 21 July 2010 (IPO).
Guildford engages in the exploration of coal resources and has a large portfolio of projects in the coal bearing
regions of Queensland, Australia and Mongolia. A brief overview of the coal industry is set out in Appendix D.
In Queensland, the Company has interests in tenements spanning an area of approximately 22,000 square
kilometres across the coal bearing regions of Bowen, Galilee and Maryborough Basins all of which are close to
rail and port infrastructure. In addition, Guildford has a subsidiary in Mongolia which is involved in two
projects located in the coal bearing regions of the South Gobi and Middle Gobi. Listed below are selected
highlights of events in the Company’s history.

Table 1: Timeline of selected events in Guildford’s history

Date Event

26 May 2010 Guildford enters into the Management Agreement with Chairmen (see Section 3.1.1 additional details).

20 July 2010 Deed of Variation to the Management Agreement (see Section 3.1.2 additional details).

21 July 2010 Guildford officially listed on the ASX (360 million shares issued at $0.20 each to institutional and retail investors).

26 July 2010 Coal intersected at Hughenden Project with results proving continuity and significant lateral extent of target coal seams
confirming exploration target.

22 February 2011 Carpentaria to fund 20% pro-rata exploration costs for the Hughenden Coal Project for Guildford as a joint partner.

12 April 2011 Guildford signs heads of agreement to acquire 51% stake from Tiaro Coal Limited in EPC 1260 for a payment of $3.3
million and a $5 million commitment to the exploration of EPC 1260 (adjoined to Guildford’s pre-existing EPC 1250).

15 September 2011 Guildford increases its ownership of FTB company Pty Ltd from 80% to 100%. FTB controls a 100% interest in multiple
tenements consisting of approximately 60% of the Hughenden Coal Project area.

25 October 2011 Significant JORC Inferred Resource of 925.8 Mt of thermal coal for the Hughenden Project.

8 November 2011 Increase in JORC Inferred Resource at Hughenden on EPC1477/EPC1478 project to 1.036 billion tonnes of thermal coal.

5 March 2012 Maiden resource on White Mountain1 Project at Hughenden of 262Mt of thermal coal. Increase of JORC Inferred
Resource at Hughenden Project on EPC1477/EPC1478 to 1.619 Bt of thermal coal (up 56%).

30 April 2012 Guildford signs agreement to acquire 20% stake in Orion Mining Pty Ltd held by Spinifex Rural Management Pty Ltd.
This transaction means that Guildford now has 100% ownership in Orion.

9 July 2012 Maiden JORC Indicated Resource estimated for the Hughenden Coal Project of approximately 124Mt. Under the
Management Agreement with Chairmen this discovery triggers payment of the first Success Fee of $20 million.

23 July 2012 Guildford increases stake in White Mountain Pty Ltd by 3.6% to 59.6%.

30 July 2012 Guildford enters into a farm-in and joint venture agreement with QCI (Coking) Pty Ltd.

3 August 2012 Guildford issues 44,179,369 fully paid ordinary shares to Chairmen at a share price of $0.45 as the first Success Fee in
accordance with the terms of the Management Agreement dated 26 May 2010 (as amended on 20 July 2010).

17 October 2012 JORC Inferred Resource upgrade for the White Mountain (aka Clyde Park) project to 623Mt (previously 262Mt) of
thermal coal. Guildford has a 60% stake in White Mountain.

22 October 2012 Guildford enters into a $10 million convertible bond with a conversion price of $0.50 per share to support its operations
in Mongolia. Warrants exercisable for up to 12 million listed shares in Guildford at an exercise price of $0.55 per share
for an 18 month period.

24 October 2012 Guildford agrees to increase its stake in White Mountain (aka Clyde Park Coal Pty Ltd) to 62.7% (increase of 3.1%).

29 November 2012 Guildford agrees to acquire all the share capital in Terra Energy Ltd (Terra Energy) that is currently held by Terra
Holdings Limited. This acquisition will result in Terra Energy becoming a wholly owned subsidiary of Guildford. Total
consideration of A$50m will be exchanged for Terra Holdings Ltd 25% stake. Terra Energy and Guildford Coal
(Mongolia) Pty Ltd and their Mongolian subsidiaries control a number of tenements in two coal projects in Mongolia.

Source: Company filings
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3.1.1 Management Agreement dated 26 May 2010

Prior to Guildford’s IPO, the Company purchased various assets from Chairmen including the Burt 2105
tenement, the Sunrise EPC applications and interests in coal exploration companies Sierra Coal Pty Ltd, FTB
Pty Ltd and Orion Mining Pty Ltd. These assets were acquired for a consideration of 200 million ordinary
shares in Guildford valued at $40.64 million and formed part of the identified projects (Projects) in the context
of the Success Fee obligation as defined under the (Management Agreement).

The Management Agreement commenced on 1 July 2010 whereby Chairmen, as the exclusive manager of
Guildford, provide management services such as infrastructure and support for Guildford’s operations. The
following is a non-exhaustive list of management services provided by Chairmen:

 Identifying and advising the Company of any suitable tenements which may become available for
acquisition and assisting the Company with the acquisition of any such tenements following approval from
the board.

 Management of identified projects including regular updates on their status.

 Recruitment of appropriate personal and human resources in connection with the Relevant Projects.

 Procuring the carrying out of preliminary work, feasibility studies and reporting the results of these studies
to the Company.

 Ensuring the Company satisfies all deadlines, commitments and work programs related to the Relevant
Projects.

The key terms of the Management Agreement included (prior to amendment):

 Chairmen will provide management services for a term of 2 years and is entitled to a base fee of $2.5
million each year during this period payable monthly in advance. On conclusion of the 2 year term,
Guildford has the option to extend the agreement for up to three successive periods of 1 year.

 The Company will also pay Chairmen a Success Fee for each 100 million tonnes of Indicated Resource of
coal in relation to one or more of the Projects (individually referred to herein as a “Tranche”). The
maximum amount of the Success Fee payable by the Company is $100 million.

 The Success Fee is applicable only to the Projects, as defined in the Management Agreement. This includes
all the tenements acquired from Chairmen excluding those acquired by Guildford from Springsure Mining
Pty Ltd or its subsidiaries.

 The Success Fee can be satisfied by a cash payment or through the issuance of shares in Guildford. The
price of any shares issued is calculated by measuring the volume weighted average price (VWAP) of
Guildford’s shares during the period 30 business days prior to the date of public announcement with
respect to the applicable Indicated Resource of coal. Termination of the Management Agreement does not
affect Chairmen’s right to receive a Success Fee.

 All material amendments to the Management Agreement are to be approved by holders of ordinary shares
of Guildford.

3.1.2 Deed of Variation dated 20 July 2010
A Deed of Variation of the Management Agreement between Chairmen and Guildford was announced on 20
July 2010 one day prior to Guildford’s official listing on the ASX. The key amendments to the Management
Agreement include:

 An extension of the term for which Chairmen will provide management services to 5 years with the original
annual base fee of $2.5 million plus Success Fee being payable during this period.

 The introduction of a restriction period whereby for the first 24 months following Guildford’s listing on the
ASX on 21st July 2010, any Success Fee which Chairmen is entitled is payable only in restricted securities.

 The Success Fee can be satisfied by a cash payment or through the issuance of shares in Guildford. The price
of any shares issued is calculated by measuring the volume weighted average price of Guildford’s shares
during the period 15 business days prior to the date of public announcement with respect to the applicable
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Indicated Resource of coal and the 15 business days following such announcement. If shares are issued in
satisfaction of the Success Fee during the restriction period the issue price will be the higher of this price and
$0.20.

 No Success Fee will be payable to Chairmen if the Management Agreement is terminated except if a Success
Fee was payable prior to termination.

The commercial impact is akin to a forward purchase of Inferred Resources contingent on there being
established drilling. This means that the relative impact of the Management Agreement is much more extreme
for Non-Associated Shareholders as coal prices (and hence the value of Indicated Resources) fall provided it
continue to be economically sensible to continue the drilling program.

The figure below illustrates the incremental level of Indicated Resource required to trigger the Remaining
Success Fee obligation (referred to as Tranche 2 to Tranche 5).

Figure 1: Incremental level of Indicated Resource (Mt) required to trigger the Remaining Success Fee obligation

Source: PwC Securities

3.2 Overview of Guildford projects
The Company has interests in a number of mining projects located in Queensland as well as Mongolia. A
summary of the Projects (which could potentially trigger a Success Fee payment to Chairmen as set out in the
Notice of Meeting) is as follows:

a) Hughenden (Galilee/Eromanga Basin):

The Hughenden Project covers 16,500 square kilometres of coal exploration permits (EPC 1477/1478) in
the northern end of the Galilee Basin in Queensland. It is one of Guildford’s largest projects with the
capacity to support multiple open cut and underground mining operations and produce substantial
thermal coal tonnage. Drilling operations to date have uncovered significant coals seams with a total
Indicated Resource of approximately 124Mt as of July 2012. The Hughenden Project was the first to trigger
a Success Fee payment under the Management Agreement.

b) Sierra (Bowen Basin):

The Sierra Project is a coking coal target in the Bowen Basin of Queensland which consists of open cut and
underground mining operations. Progress to confirm this as a coking coal target has been delayed due to
wet weather and site access problems which have meant that most prospective sites on the tenement area
remain undrilled. Exploration drilling is planned to re-commence at Sierra during the 2013 drilling season.

c) Comet (Bowen Basin):

The Comet Project represents an application for a tenement (EPC1976) located in the Southern Bowen
Basin of Queensland, an area that consists of open cut and underground mining operations with export
quality coking coal.
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d) Sunrise (Surat/Bowen Basin):

The Sunrise Project contains two exploration permits (EPC2057 and EPC2058) which cover an area of
approximately 1,800km2 situated near the Surat Basin of south eastern Queensland. The area to the east of
the Sunrise Project has proven to be a successful coal seam gas producing field, with Australia’s first
producing wells located in the Fairview Field. Guildford has proposed a scout drilling program to test the
exploration hypothesis of the Sunrise tenements during the 2013 exploration season.

e) Monto (Nagoorin Graben):

The Monto Project consists of tenement EPC 1870 and covers an area of approximately 534km2. The
project is in close proximity to the Gladstone-Monto Rail Line which passes directly through the central
part of the tenement area. This enables a direct route to the international coal terminals at Gladstone.
Guildford has proposed a scout drilling program to test the exploration hypothesis of the Monto tenement
during the 2013 exploration season.

f) Kolan (Maryborough Basin):

The Kolan Project is located in the hard coking coal-bearing Maryborough Basin in Queensland, Australia
and includes two tenements covering an estimated total area of 23,700 hectares. The project has an
exploration target of 60Mt to 400Mt of high value coking product.

In addition to the Projects, as described above, Guildford also holds interests in other projects located in
Queensland and Mongolia as set out below.

g) White Mountain (aka Clyde Park)

Guildford holds a 62.7% stake in White Mountain Pty Ltd (aka Clyde Park Coal Pty Ltd) which owns
EPC1250 and EPC1260, located on the north eastern edge of the Galilee Basin in Queensland. Independent
mining consultants determined an Inferred Resource estimate of 623Mt of thermal coal for the White
Mountain (Clyde Park) Project in early 2012 with potential for further discoveries.

h) Pentland

The Pentland Project is situated in the Galilee Basin in Queensland and covers an area of approximately
4,774 square kilometres of the North Eastern Galilee Basin with a variety of coal targets with open cut and
underground mining opportunities. As project tenements were granted in March 2012, the planned scout
drilling program has yet to be commenced.

i) Springsure

The Springsure Project is located in the Central-Western Bowen Basin Coal Mining District of Queensland,
approximately 420km from the Port of Gladstone. The project has an exploration target of 60Mt to 235Mt
of export thermal.

j) South Gobi

Guildford, through its Mongolian subsidiary, holds an interest in the South Gobi project, which is a
developed maiden JORC resource of 70.4 Mt (39.7 Mt Indicated and 30.7 Mt Inferred) of coking coal on
North Pit and 40.5 Mt Inferred of coking coal on East Pit. The South Gobi project consists of five
tenements located in the South Gobi province of Mongolia. Mining licenses have already been granted over
the North Pit and East Pit. In addition, both a marketing agency agreement and offtake agreement have
been signed.

k) Mid Gobi

Guildford also holds an interest in the Mid Gobi (Mongolia) project, which is a developed maiden JORC
resource of 221.4 Mt (32.2 Mt Indicated and 189.1 Mt Inferred) of thermal coal. The Mid Gobi project
consists of two tenements located in the Dundgovi province of Mongolia (200 km south of Ulaanbaatar).
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3.3 Company financial overview
3.3.1 Financial performance

The following table summarises Guildford’s financial performance for the fiscal years ended 30 June 2011, and
2012.

Table 2: Consolidated Statement of Financial Performance

$

Fiscal year ended
30 June 2011

(Audited)

Fiscal year ended
30 June 2012

(Audited)

Revenue 2,129,866 893,929

Management Fees (2,500,000) (2,500,000)

Employee benefits expense (1,197,400) (16,365,427)

Other expenses (3,270,066) (5,212,918)

Loss for the period (4,837,600) (23,184,416)

Source: Guildford’s Annual Report for 30 June 2011 and 30 June 2012

A summary of the highlights of the above performance are as follows:

 Revenue consists primarily of interest received.

 Management fee expenses represent an annual fee of $2.5 million under the Management Agreement.

 The increase in employee benefits expense in FY2012 primarily relates to the payment of $12.4 million in
employee bonuses. The consideration paid was triggered as a result of reaching certain geological targets
that are defined in the employment agreements.

 Other expenses consists of legal and professional fees, formation costs, rent expense, consulting fees, travel
expense, depreciation and amortisation expense and other expenses.

3.3.2 Financial position
The table below summarises Guildford’s financial position as at 30 June 2011 and 31 June 2012.

Table 3: Consolidated Statement of Financial Position

$
Fiscal year ended

30 June 2011
(Audited)

Fiscal year ended
30 June 2012

(Audited)

Cash and cash equivalents 33,768,143 14,488,137

Net non-cash working capital (10,936,118) (2,552,228)

Property, plant and equipment 217,680 583,185

Tenements 88,753,631 121,631,637

Other Assets 174,240 268,756

Liabilities
- (24,128)

Net assets
111,977,576 134,395,359

Source: Guildford’s Annual Report for 30 June 2011 and 30 June 2012

The Company’s net asset position in FY2012 has increased compared to FY2011 mainly due to the capitalisation
of exploration expenditure, partially offset by the reduction in cash.

Not included in the above is the Success Fee obligation, which is disclosed in Guildford’s financial statements as
a contingent liability up to a maximum amount of $100 million, as follows:

“The Management Agreement between Guildford Coal Limited and The Chairmen Pty Limited (as amended
20 July 2010) provides for the payment of an annual management fee of $2,500,000 and a Success Fee
amount of $20,000,000 in either cash or shares to the Manager for each 100,000,000 tonnes of Indicated



Guildford Coal Limited
PwC 12

Resource to a Maximum Amount of $100,000,000. During the first two years, any Success Fee Amount may
only be satisfied by the issue of Restricted Securities. The Success Fee will not be payable if the Agreement is
terminated. On conclusion of the five year term, the Company will have no further obligation to pay any
future Success Fee.”

3.3.3 Cash flows
The table below summarises Guildford’s consolidated statement of cash flows for the fiscal years ended 30 June
2011 and 2012.

Table 4: Consolidated Statement of Cash Flows

$

Fiscal year ended
30 June 2011

(Audited)

Fiscal year ended
30 June 2012

(Audited)

Net cash from operating activities (3,000,547) (14,941,026)

Net cash from investing activities (16,754,174) (37,666,818)

Net cash from financing activities 53,524,000 33,313,877

Net increase/(decrease) in cash and cash equivalents 33,769,279 (19,293,967)

Source: Guildford’s Annual Report for 30 June 2011and 30 June 2012

In relation to Guildford’s cash flows set out above, we note that:

 There is negative net cash flow from operating activities for both FY2011 and FY2012 given the pre-
development nature of Guildford’s operations.

 Investing activities primarily consists of payments for the acquisition, exploration and development of
mining tenements.

 Cash flow from financing activities relate primarily to equity capital raisings.

 Guildford’s quarterly activities report as at 30 September 2012 recorded a year to date net decrease in cash
flow of $3.9m. Over the quarter, the Company had negative net cash flows for both investing and operating
activities

3.4 Capital structure
3.4.1 Top 5 shareholders of the Company
As at 2 January 2013, the issued capital of Guildford comprised of 561,046,899 ordinary shares.

Table 5: Top 5 shareholders of the Company

Rank Name
Number of

securities
% of issued

capital

1 Equitas Nominees PTY LTD 215,635,285 38.43

2 National Nominees Limited 70,205,945 12.51

3 Terra Holdings Limited 40,000,000 7.13

4 UBS Nominees PTY LTD 29,685,051 5.29

5 HSBC Custody Nominees (Australia)Limited 22,198,302 3.96

Total of top five shareholders 377,724,583 67.32

Source: Link Market Services, Company shareholder’s registry

Chairmen and its associates have the largest holdings in Guildford, approximately 38.4% of issued capital.
Altogether, the top five shareholders hold approximately 67.3% and the top 20 shareholders hold
approximately 84.9% of issued share capital

On 22 October 2012, Guildford announced an agreement with Gleneagle Securities (Aust) Pty Ltd for the
provision of a $10m convertible bond with the following key terms:

 12 month convertible bond with a conversion price of $0.50 per share.
 Warrants exercisable for up to 12m listed shares in Guildford Coal at an exercise price of $0.55 per

share for an 18 month period.
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3.4.2 Directors of Guildford
There are six directors of Guildford, three of whom currently hold shares in Chairmen as follows:

1. The Hon Peter Lindsay – non-executive chairmen of Guildford.

2. Michael Avery – Managing Director of Guildford and a shareholder of Chairmen.

3. Craig Ransley – non-executive director of Guildford and shareholder of Chairmen.

4. Michael Chester – non-executive director of Guildford who was previously a shareholder and director of
Chairmen.

5. The Hon Alan Griffiths – non-executive director of Guildford and shareholder of Chairmen.

6. Louis Chait – Chief Financial Officer, Director and Joint Company Secretary of Guildford.

3.5 Share price performance
The following graph depicts the trading volume and price of shares for the period July 2010 (the date on which
Guildford commenced trading on the ASX) to December 2012. We have analysed Guildford’s share price
performance and trading volumes.

Figure 2: Guildford share price and volume traded (July 2010 to December 2012)

Source: Capital IQ, PwC Securities

Over the two year period since the Company’s IPO, the share price has experienced significant volatility. It
reached a 2 year high of $1.32 on 31 May 2011 compared to a low of $0.18 at its IPO. As at 16 January 2013, the
Company’s share price was $0.53 and the 15 day and 30 day VWAP is $0.54 and $0.51 respectively.

The following significant events may have influenced Guildford’s share price over the above period:

1. The increase in the share price during October 2010 may be attributed to the commencement of drilling
on the Maryborough project.

2. On 31 March 2011 Guildford entered into binding agreement to acquire a 20% stake in Terra Energy
LLC, a Mongolian based company.

3. Guildford announced the granting of the Sierra tenement in August 2011.

4. During September 2011, Guildford moved to 100% ownership in subsidiary FTB Pty Ltd.

5. On 11 November 2011, Guildford announced a $10 million capital raising through a placement of
ordinary shares to its long term shareholder Regal Funds Management at $0.92 per share.

6. In December 2011, Guildford announced significant coal seams were intersected at the White Mountain
(Clyde Park) Project.

7. On 20 March 2012, Guildford raised $25 million through a placement of ordinary fully paid shares to
institutional and sophisticated investors at a price of $0.70 per share.
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8. On 30 April 2012, Guildford announced the signing of an agreement to acquire a further 20% equity
share of Orion Mining Pty Ltd for consideration of $1 million in cash and $1 million worth of Guildford
fully paid ordinary shares. The transaction gives Guildford 100% ownership of Orion Mining Pty Ltd.

9. On 9 July 2012, Maiden JORC Indicated Resource of 124Mt announced for Hughenden Project,
triggering the first Success Fee payment of $20 million to Chairmen.

10. Mining license granted on 15 October 2012 for the South Gobi Project, Mongolia. Mobilisation and
construction commenced with first coal production forecast for late November 2012.

11. Guildford announces the restructuring of its Mongolian subsidiary Terra Energy.

3.6 Liquidity analysis
The graph below depicts the monthly volume of Guildford’s shares traded as a proportion of the annual average
shares outstanding.

Figure 3: Monthly volumes of shares traded as % of annual average shares outstanding (July 2010 to December 2012)

Source: Capital IQ, PwC Securities

In relation to the above chart, we note that:

1. In the 12 months leading up to 30 June 2012, the average monthly volume of shares traded as a
percentage of weighted average shares outstanding was approximately 3.8%. This is 3.1% lower than
the monthly average of 6.9% since the IPO in the financial year ended June 2011. Based on 6 months of
trading in the current financial year the monthly average has fallen to 2.9%.

2. The March 2011 ASX SME, Mid-Cap and Micro Cap Equity Market Review examines the median
liquidity of ASX 200 firms within 6 different categories of market capitalisation. The table below
highlights the results of the study. Guildford FY2012 liquidity velocity (12 month total shares traded as
a percentage of outstanding shares) is approximately 42%. Assessing Guildford’s FY2012 liquidity
velocity against the median liquidity velocity, it suggests that Guildford’s shares are fairly liquid
compared to other companies with a similar market capitalisation.

Table 6: ASX liquidity analysis

ASX companies with market capitalisation Median liquidity velocity

Above $1 billion between 85% - 90%

$500 million - $1 billion between 55% - 60%

$100 million - $500 million between 35% - 40%

$50 million - $100 million between 20% - 25%

$10 million - $50 million between 20% - 25%

$0 - $10 million between 10% - 15%

Source: ASX SME, Mid-Cap and Micro-Cap Equity Market Review
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4. Evaluation of the Proposed
Transaction

4.1 Fairness Test
4.1.1 Basis of Assessment
In our assessment of whether the Proposed Transaction is fair, PwC Securities have compared the value of the
Consideration Shares with the value of the Remaining Success Fee under the existing Management Agreement.
We have also considered alternative approaches to fairness and what our conclusions would be in those
scenarios.

4.1.2 Comparison of the value of Consideration Shares and the Remaining
Success Fees under the existing Management Agreement

The table below sets out the recent trading of Guildford’s shares (VWAP analysis).

Table 7:VWAP analysis of Guildford shares as at 16 January 2013

Item Total traded volume Volume x Price VWAP ($ per share)

5 day VWAP 6,465,840 3,400,729 $0.53

15 day VWAP 11,682,000 6,356,549 $0.54

30 day VWAP 20,881,030 10,718,346 $0.51

60 day VWAP
47,625,280 24,535,488

$0.52

Source: PwC Securities

The value of the Consideration Shares will be in the form a dilution of their interest in Guildford. Specifically,
the dilution cost to the Non-Associated Shareholders will be from an issuance of 74,000,000 shares which
represent a full and final settlement for the Remaining Success Fees. We have relied upon recent trading of
Guildford’s shares (VWAP analysis) to estimate a range of values for the Proposed Transaction.

Table 8: Value of Consideration Shares

Low High

(A) Share price (based on VWA P analysis) $0.51 $0.54

(B) Number of shares to be issued under Proposed Transaction 74.0 million 74.0 million

(C) Value of Consideration Shares (undiluted) $37.7 million $40 million

Source: PwC Securities

As shown above, we have assessed the value of the consideration shown to be in the range of $37.4m to $40m.

In the event the Non-Associated Shareholders vote against the Proposed Transaction, then the cost to the Non-
Associated Shareholders will be the expected value of the Remaining Success Fee obligation.

The Success Fee obligation is contingent upon JORC confirmation for each 100Mt of Indicated Resources in
coal in connection with one or more of the Projects (alone or in combination) before the expiry (July 2015) of
the Management Agreement (as amended on 9 July 2012) and is limited to a maximum of $100 million.

To determine the expected cost of the Remaining Success Fee obligation to the Non-Associated Shareholders,
we have to take into consideration:
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1. The ability and commitment of the Company to prove up the Indicated Resource before the expiry of the
Management Agreement (as amended on 9 July 2012).

2. The geological certainty of achieving the target Indicated Resource based on RPM’s technical report.

3. Timing for the completion of the drilling - Guildford has informed us that they expect to complete drilling
at Hughenden between 1 to 2 years. For simplicity, we have assumed that the drilling for each Tranche and
subsequent upgrade of the resources will be completed evenly over the next 2 years.

4. Discount factor - In the selection of an appropriate discount rate, we have referred to guidance from the
Accounting Standards for discount rates in relation to the recognition of uncertain future obligations which
are assessed in present value terms. As such, for the selection of appropriate discount rates, we had regards
to the 3 month, 9 month, 1 year and 2 year Commonwealth Government Bond yields.

A key consideration in our assessment of fairness is whether Guildford is commitment to the continued
development of Hughenden within the timeframe of the Success Fee arrangement.

Management has informed us that Guildford is focused on the development of Hughenden. Based on their
current understanding of the geology, current long term market conditions and subject to any changes in
taxation, royalties or other regulatory changes, Guildford remains committed to developing the Northern
Galilee projects, of which Hughenden is a part.

In addition to the drilling program which led to the payment of the first Success Fee tranche, we understand
that Guildford has drilled nine additional holes at Hughenden after the completion of RPM’s technical report.
Based on the above exploration activities, discussions with Management and review of Guildford’s investor
presentations, we do not have any reason to believe that Guildford is not committed to the ongoing
development of Hughenden. Furthermore, management of the Company have indicated that there is no
additional information as at the date of the IER in respect of the drilling program.

To assess the geological certainty of achieving the target Indicated Resource tonnage for payment of the
Remaining Success Fee, we have placed reliance on the results of the technical report prepared by RPM.

The scope of RPM’s report was to estimate the quantity of drilling required to estimate 200Mt, 300Mt, 400Mt
and 500Mt (Tranche 2, 3, 4 and 5) of potential indicated resources at Hughenden (EPC 1477) and the
probability of achieving 500Mt of potential indicated resources following the completion of the proposed
drilling. Note that there are other EPCs which are covered by the Success Fee but have not been assessed by
RPM due to early stage of exploration and the subsequent lack of information.

RPM has concluded that to achieve the above potential indicated resources for Tranches 2, 3, 4 and 5, the
following estimated drilling program will be required:

Table 9: Details of Guildford’s expected drilling program

Stage Drill holes Total drilling
metres (m)

Incremental potential
indicated resources (Mt)

Total potential indicated
resources (Mt)

Current
124 (estimate) 124 (estimate)

Tranche2
11 5,720 76 200

Tranche3
7 3,910 100 300

Tranche4
6 3,610 110 410

Tranche5
5 3,220 100 510

Total
29 16,500 510

Source: RPM’s technical report (Current Indicated Resource is estimate is from 2012 JORC Statement for Hughenden Project EPC 1477)

Based on the above estimated drilling program, RPM has stated that the implicit geological accuracy of
achieving the potential indicated resources of 510Mt is ± 50%. Excerpts from the RPM’s technical report are as
follows:
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“The potential size of, and corresponding confidence level in the potential indicated resource, is based
primarily on the JORC Code definitions of Resource classification. As the majority of the potential indicated
resource is based on previously identified Inferred Resources classification, the potential indicated resource is
by definition at a low level of confidence.”

“As stated in the JORC Code Guidelines, an Inferred Resource categorisation is intended to cover situations
where a mineral concentration or occurrence has been identified and limited measurements and sampling
completed, but where the data is insufficient to allow the geological and/ or grade continuity to be confidently
interpreted. Commonly, in would be reasonable to expect that the majority of Inferred Mineral Resources
would upgrade to Indicated Mineral Resources with continued exploration. However, due to the uncertainty
of Inferred Mineral Resources, it should not be assumed that such upgrading will always occur.”

“Based on this independent geological review, RPM believes it reasonable that the estimate of drill holes
required to achieve a given potential indicated resources, to have an accuracy of ±20%. This is based upon the
current understanding that there is good continuity of the seam packages across the project area and the
regional geological setting is relatively simple in respect of other Australian coal basins. Most of the variation
is likely to occur in individual seam or ply continuity, thickness and quality. However, when considering the
underlying uncertainty in geological conditions, particularly given the limited available dataset, and also the
implicit accuracy of Resources categorised as Inferred based on the JORC Code, the estimated accuracy may
be as low as ±50%. The accuracy ranges stated above are estimated to have a confidence of 95%”

Based on the drilling programme proposed in RPM’s technical report, the range of potential indicated resources
is between 255Mt to 765Mt. The table below presents our assessment of the net present value (NPV) of the
Remaining Success Fees based on the geological certainty stated in the technical report.

Table 10: Summary of possible range of outcomes of Remaining Success Fee (based on RPM’s technical report)

Tranche2 Tranche3 Tranche4 Tranche5

Indicated Resources (cumulative levels) 200Mt 300Mt 400Mt 500Mt

Assumed drilling program completion in (years) 0.5 1 1.5 2

Success Fee paid in cash $20 million $20 million $20 million $20 million

Present value factor¹ 0.986 0.973 0.961 0.948

Present value of Success Fee (rounded) $19.7 million $19.5 million $19.2 million $19.0 million

Success Fee payment for +50% of target Indicated
Resource accuracy (765Mt) – High²

   

Success Fee payment for -50% target Indicated
Resource accuracy (255Mt) – Low ³

   

Under a cash settlement scenario, our analysis shows that the value of the Consideration Shares is between
$37.7 million and $40 million compared against the value of the Remaining Success Fee obligation of between
$19.7 million and $77.4 million.

Although our analysis shows that a possibility exists where the value of the Consideration Shares is higher than
the Remaining Success Fee (vote against Proposed Transaction), we show that, assuming under a normal
distribution for the distribution of actual outcomes within the RPM range, the geological probability of this
occurring is very low.

RPM’s technical report states a 95% confidence level that the geological certainty of achieving the potential
indicated resources of 510Mt is within ±50%. The chart below illustrates the potential indicated resources
assuming a normal distribution with a mean of 510Mt and a standard deviation of 130.1Mt.

Note 1: The present value factor is based on risk free rate assumptions ranging from 2.7% to 2.9%
Note 2: The expected Indicated Resource of 765Mt would trigger all remaining tranches of Success Fee payments
Note 3: The expected Indicated Resource of 255.0Mt would trigger Tranche 2 of the Success Fee

Figures shown above are rounded.
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We have assumed a normal distribution to illustrate the potential indicated resources as it is the most
commonly used distribution throughout statistics, natural and social sciences.

Figure 4: Range of potential indicated resources assuming normal distribution.

The above chart illustrates that there is an equal probability of the potential indicated resources being higher or
lower than 510Mt. Therefore, the probability of achieving the full Remaining Success Fee hurdle of 500Mt is
slightly greater than 50%.

Based on the normal distribution and the payoff profile of the Remaining Success Fee, we have run multiple
simulations to derive a probability distribution for the payoff outcomes of the Remaining Success Fee. This is
illustrated in the table below.

Table 11: Expected value of Remaining Success Fee (Tranches 2 to 5) assuming normal distribution

$ million, except as noted

%
probability
(rounded)

Remaining
Success Fee

Weighted
value

Expected value of Tranche 2 99% $20 $19.7

Expected value of Tranche 3 91% $20 $18.2

Expected value of Tranche 4 77% $20 $15.4

Expected value of Tranche 5 51% $20 $10.2

Mean outcome for payoff of total Remaining Success Fee $63.5

Source: PwC Securities

We’ve also considered the likelihood of total Remaining Success Fee payments. The chart below shows the most
likely outcome (mode) is the full payment of all the Remaining Success Fee tranches. This is because above the
Indicated Resource hurdle of 500Mt, the value of Remaining Success Fee is capped at the present value of $80
million ($77.4 million), making this the most likely outcome.
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4) The probability of achieving Tranche 5 is equal to of the area under the bell curve represented by D.

Source: PwC Securities
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Figure 5: Remaining Success Fee payoff distribution

The value of the remaining Success Fee is an uncertain variable. Using the geological certainty provided by RPM
and assuming a normal distribution of outcomes, our assessment shows that there is a small chance of paying a
cumulative Success Fee less than the value of the Consideration Shares.

For the purpose of our analysis, we have taken the average (mean) of the all possible Success Fee payoffs to
quantify the cost of the Remaining Success Fee. Compared to the mode, the average (mean) incorporates the
scenarios where full payout (less than all four Tranches) does not occur. We calculated this average to be $63.5
million.

Figure 6: Comparison of the value of the Remaining Success Fee and Consideration Shares

Based on our analysis, the average value of the Remaining Success Fee is greater than the average value of the
Consideration Shares. Both the value of the Remaining Success Fee and the Consideration Shares, as above, has
been calculated using an equivalent valuation basis (i.e. using VWAP) as we expect that Shares would be issued
on this basis in either scenario. Accordingly, the financial benefit receives is less than the consideration offered,
hence we consider the Proposed Transaction to be fair.
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4.1.3 Evaluation under alternative constructions of the fairness test
As noted above, we consider the Proposed Transaction to be a variation of the existing Management Agreement
which featured pre-existing control elements. Accordingly, we formulated our fairness test on a basis relevant
for that interpretation.

However, we recognise that there may be alternative reading of the guidance offered under RG 111 in the
context of the Proposed Transaction. For example, if the Proposed Transaction was to be considered as a new
control transaction, the fairness test would need to be conducted comprising a pro-rata control value per share
pre-Proposed Transaction with the post-Proposed Transaction minority value.

We conducted a range of analyses applying control premiums to the current market price of the Company’s
shares and compared that to the value of a minority interest post-transaction.

The minority interest value post-transaction was calculated by adding the value of the foregone Management
Agreement rights, applying a minority discount (using the reciprocal of the control premium applied to the
market price of the Company’s shares) and dividing by the number of Shares post-Proposed Transaction. Based
on a minority trading price of between $0.51 to $0.54 per share, and a control premium in the range of 20% to
40%, consistent with our interpretation of a reasonable range for control premiums, a conclusion formulated on
the alternative test would have resulted in an assessment of the Proposed Transaction as being not fair. As
noted above, we do not consider that this formulation is consistent with the substance of the Proposed
Transaction.

In any case, if the alternative formulation was adopted, we consider we would have concluded that the
advantages and disadvantages (including the fairness test as presented) would have resulted in a conclusion,
that while the Proposed Transaction may not have been fair, it would otherwise be reasonable.

4.2 Reasonableness Considerations
Pursuant to RG111, if a transaction is fair, then it is also reasonable. As such, we consider that the Proposed
Transaction is reasonable on the basis that it is fair. PwC Securities also consider that the Proposed Transaction
is reasonable as the advantages of the Proposed Transaction outweigh the disadvantages such that there are
sufficient reasons for the Non-Associated Shareholders to approve the Proposed Transaction.

4.2.1 Advantages

1 Settlement of the Remaining Success Fee may reduce Guildford’s share price exposure to a
decrease in the price of coal.

As discussed in Section 3, the fixed payment terms ($20 million per 100Mt of Indicated Resources) of the
Success Fee make it akin to the Non-Associated Shareholders purchasing a “forward contract” for
Indicated Resources at a strike price of $0.20 per Mt. In general, commodity prices are a major driver of
value for Indicated Resources.

The effect of a fall in value of Indicated Resource is the “forward contract” becoming out-of-the money
which magnifies the Non-Associated Shareholders’ downside exposure to falling coal prices. Our high level
analysis indicates that the market values of Inferred and Indicated Resources are between $0.03 and
$0.08 per Mt, which results in the “forward contract” currently being out-of-the money.

We provide an illustration of this effect in the figure below.
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Figure 7: Illustration of increased downside risk from fall in coal prices

As shown above, in the event there is a 100% geological certainty, as coal prices fall, Guildford’s share price
will fall faster with the existing Management Agreement in place as compared to a variation to the
Management Agreement as proposed. In other words, as coal prices fall, the impact of dilution on the Non-
Associated Shareholders becomes greater. Therefore, settling the Remaining Success Fee will eliminate
this additional downside risk from falling coal prices.

2 The Proposed Transaction removes risk and provides certainty for current and potential
investors. Removal of this risk may “clear the way” for appreciation of Guildford’s share
price.

The quantum of the Success Fee obligation is significant when compared to the current market
capitalisation of Guildford. From an investor’s perspective, the uncertainty from a potential dilution of
shares creates additional risk.

Therefore, it is likely to be an “overhang” on Guildford’s share price as investors may require additional
compensation for taking on the potential dilution risk. Therefore, the Proposed Transaction removes this
uncertainty and over the medium to long term, may have an overall positive effect on the share price.

3 The removal of the potential dilution risk will also improve Guildford’s position to raise
capital.

The uncertain dilution inherent in the maximum cost of the Remaining Success Fee obligation with an
uncertain future share price means that at low or declining coal prices it is very difficult to raise capital.

Therefore, removal of this significant dilution risk will improve the Company’s position to raise capital. At
this stage, the ability of the Company to raise equity capital is important to the continued development of
its projects. As the Company proves up its resources, the Non-Associated Shareholders will be able to
benefit from its’ share price appreciation.

4 The increase in total ordinary shares may potentially increase the trading liquidity of
Guildford’s shares (if Chairmen sells down its stake).

As a result of issuing more shares, this may result in enhanced trading liquidity for Guildford’s share. More
liquid trading has the benefit of improving the price discovery process. However, this benefit may not
transpire if Chairmen does not dispose any shares.

5 The analysis may be potentially undervaluing the Remaining Success Fee obligations as
RPM’s technical report only considered Indicated Resources at Hughenden (EPC 1477).

The geological probability of achieving the target Indicated Resource levels may actually be higher as there
are many other tenements included as part of the Success Fee payment terms (see Section 4 for more
details). However, due to the early exploration stage and limited dataset for these other projects, these
were not considered in RPM’s technical report.
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4.2.2 Disadvantages
1 The Non-Associated Shareholders may lose out on future share price gains from Guildford’s

other projects.

There is a risk that Guildford’s share price may increase from further development of Guildford’s other
projects unrelated to the Success Fee and that the Non-Associated Shareholders may miss out on a portion
of this gain as a result of accepting the Proposed Transaction and being diluted.

2 There is a chance that after voting in favour of the Proposed Transaction, the Remaining
Success Fee hurdles will not be met.

Based on RPM’s technical report, there is only a small probability that none of the Remaining Success Fee
hurdles will be met upon completion of the drilling program. In addition, there is also a possibility that
Guildford may be unable to complete sufficient drilling to meet Success Fee hurdles due to funding or
other operational issues.

3 To the extent that the market has not priced-in the dilution, the share price could be
expected to fall upon issuance of the Consideration Shares.

Given that the issuance of 74m ordinary shares represent approximately 13% (based on 561m outstanding
ordinary shares), the impact of dilution is likely to cause a fall in Guildford’s share price to the extent to
which it is unanticipated by the market.

4 The Non-Associated Shareholders may miss out on a gain as a result of an upgrade in the
resource classification from Inferred to Indicated.

By issuing the Consideration Shares and not when they fall due at the various Indicated Resource levels,
the Non-Associated Shareholders may lose out on the share price increase (less dilution) as Guildford
proves up its resources from Inferred to Indicated.

However, this risk is mitigated by the fact that an increase in share price from an Inferred to Indicated
level typically does not result in significant share price gains (refer to Appendix D).

5 The Proposed Transaction will impact Chairmen’s pre existing interest and control of the
Company.

The issue of the Consideration Shares under the Proposed Transaction will result in Chairmen and its
associates increasing their voting power in the Company from approximately 38.4% to approximately
45.6%. However, in reality Chairmen already wields significant control over Guildford and would have
been likely to receive this amount or more under the terms of the Management Agreement (as amended 20
July 2010). In addition, Chairmen has the ability to use the ‘creep’ provisions of the Corporations Act
2001 (Cth) to increase its relevant interest in the future without obtaining shareholder approval.

4.3 Conclusion
Overall, in PwC Securities’ opinion, the Proposed Transaction is fair and reasonable to Guildford’s Non
Associated Shareholders for the following reasons:

 We have assessed the fairness of the Proposed Transaction with regard to the terms of the variation to the
Management Agreement. This is because the existing Management Agreement, which does not require
shareholders agreement to be effective, has the potential to issue Shares on effectively the same basis as
the Proposed Transaction. The only change is the timing and certainty of the number of Shares that may
be issued under the existing Management Agreement. We therefore consider that the most relevant
quantitative test of fairness for Non-Associated Shareholders is a consideration of the value of Shares
expected to be issued (or cash equivalent) under the existing Management Agreement compared with the
Proposed Transaction. This is equivalent to the related party test of the financial benefit received being
equal to or less than the consideration paid.
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 We consider that the Proposed Transaction is a variation of an existing controlling transaction and have
conducted our fairness test in this way. There maybe however, alternative interpretations of the relevant
regulatory guidance. If these alternative interpretations were applied, the fairness test would be
conducted by comparing minority shareholder interests or a pro-rata control basis pre the Proposed
Transaction with a minority interest value post Proposed Transaction. If this technical interpretation was
applied, it would require a control premium to be paid in order to reach a fair conclusion. The
circumstances of the Proposed Transaction do not provide for a control premium and therefore would
not result in a fair conclusion under this alternative interpretation.

 The value of Consideration Shares to the Non-Associated Shareholders is likely to be less than the value
of the Remaining Success Fee obligations under a cash settlement or share issuance scenario. Therefore,
approving the Proposed Transaction will provide less net financial benefit to Chairmen, relative to not
approving the Proposed Transaction. On this basis, we consider the Proposed Transaction fair.

 Settlement of the Remaining Success Fee may reduce Guildford’s downside exposure to coal prices.

 The Proposed Transaction removes risk and provides certainty for current and potential investors.
Removal of this risk may “clear the way” for appreciation of Guildford’s share price.

 The removal of the potential dilution risk will also improve Guildford’s position to raise capital.

 The increase in total ordinary shares may potentially increase the trading liquidity of Guildford’s shares
(if Chairmen sells down its stake).

 The analysis may be potentially undervaluing the Remaining Success Fee obligations as RPM’s technical
report only considered Indicated Resources at Hughenden (EPC 1477).
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Appendix A: Statement of
qualifications and declarations

Qualifications
PwC Securities, which is wholly owned by PricewaterhouseCoopers (PwC), holds the appropriate Australian
Financial Services License. PwC Securities has had extensive experience in providing corporate financial advice
and in the preparation of IERs. PwC Securities is a licensed dealer under the Corporations Act. The individuals
responsible for the preparation of this report are Mr Richard Stewart.

Mr Richard Stewart is a Fellow of the Financial Services Institute of Australasia (Senior), the Institute of
Chartered Accountants and the Society of Certified Practising Accountants in Australia as well as a member of
the Australian Institute of Company Directors. He is also an adjunct professor in Business Valuation at the
University of Technology, Sydney. He holds a Bachelor of Economics and a Masters of Business Administration.
Richard has 26 years experience with PwC, is a partner in PwC and an authorised representative of PwC
Securities.

Declarations
Prior to accepting this engagement, we considered our independence with respect to Guildford with reference to
ASIC Regulatory Guide 112 Independence of Experts. In our opinion, we are independent of Guildford and the
outcome of the Proposed Transaction.

Neither PwC Securities nor PwC has any interest in the outcome of the Proposed Transaction. PwC Securities is
entitled to receive a fee for the preparation of this IER based on time spent at our normal hourly rates for this
type of work and will be reimbursed for out of pocket expenses incurred. The fee payable to us is payable
regardless of the outcome of the Proposed Transaction. In addition, we have been indemnified by Guildford in
relation to any claim arising from or in connection with its reliance on information provided by Guildford. None
of PwC Securities, PwC, Mr Stewart hold securities in Guildford and have not held any such beneficial interest
in the previous two years.

Purpose of report
This IER has been prepared at the request of the Directors of Guildford and should not be used for any other
purpose. In particular, it is not intended that this IER should serve any purpose other than an expression of our
opinion on whether the Proposed Transaction is fair and reasonable to the Non-Associated Shareholders. This
IER has been prepared solely for the benefit of the Directors of Guildford and for the benefit of the Non-
Associated Shareholders of Guildford. Neither the whole nor any part of this IER nor any reference to it may be
included in or attached to any document, circular, resolution, letter or statement without our prior written
consent to the form and context in which it appears.

Special note regarding forward-looking statements and forecast
financial information
Certain statements in this IER may constitute forward-looking statements. Such forward-looking statements
involve known and unknown risks, uncertainties and other factors which may cause the actual results,
performance and achievements of Guildford, to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Such factors include, among other
things, the following:

 General economic conditions

 The future movements in interest rates and taxes

 The impact of terrorism and other related acts on broader economic conditions

 Changes in laws, regulations or governmental policies or the interpretation of those laws or regulations to
Guildford in particular

 Other factors referenced in this IER.
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Disclaimer and consents
In preparing this IER, Guildford has indemnified PwC Securities, PwC and its employees, officers and agents
against any claim, liability, loss or expense, cost or damage, including legal costs on a solicitor client basis,
arising out of reliance on any information or documentation provided by Guildford which is false and
misleading or omits any material particulars or arising from a failure to supply relevant documentation or
information.

In addition, Guildford has agreed that if it makes any claim against PwC or PwC Securities for loss as a result of
a breach of our contract, and that loss is contributed to by its own actions, then liability for its loss will be
apportioned and is appropriate having regard to the respective responsibility for the loss, and the amount
Guildford may recover from PwC Securities will be reduced by the extent of its contribution to that loss.

APES 225 “Valuation Services”
This independent expert’s report has been prepared in accordance with APES 225 “Valuation Services”.
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Appendix B: Sources of
information

In preparing this IER, we have had access to and relied upon the following major sources of information:

 Various ASX announcements

 Guildford annual report as at 30 June 2011, 30 June 2012

 Guildford Replacement Prospectus dated 4 June 2010

 Guildford’s Management Agreement and Deed of Variation to Management Agreement

 Notice of Extraordinary General Meeting

 Shareholder Registrar as provided by LINK Market Services

 Guildford Investor Presentations

 RPM’s technical report dated 14 December 2012

 ASX SME, Mid-Cap and Micro-Cap Equity Market Review March 2011

 Management’s Letter of Representation dated 14 December 2012

 IBISWorld Industry Reports

We have not performed an audit, review or any other verification of the information presented to us.
Accordingly, we express no opinion on the reliability of the information supplied to us.

In forming our opinion it has been assumed that:

 Matters such as title, compliance with laws and regulations and contracts in place are in good standing
and will remain so and that there are no material legal proceedings, other than as publicly disclosed;

 The information set out in the Notice of Meeting Booklet sent by Guildford to its shareholders is
complete, accurate and fairly presented in all material aspects;

 The publicly available information relied on by PwC Securities in its analysis was accurate and not
misleading;

Guildford has provided a Letter of Representation where it affirms its ongoing commitment towards developing
the Northern Galilee projects subject to market conditions and regulatory changes. The Company indicates that
the Hughenden, and Clyde Park Projects have the scale and potential to support multiple open cut and
underground mining operations producing substantial export thermal coal tonnages which are located in close
proximity to infrastructure, with the Mt Isa to Townsville rail line running across the project area.

In addition, PwC Securities assumes no responsibility and offers no legal opinion or interpretation on any issue
in respect of legal issues relating to assets, properties, or business interests or issues regarding compliance with
applicable laws, regulations and policies.
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Appendix C: Glossary

Term Description

$ Australian dollars

AFSL Australian Financial Services Licence

ASIC Australian Securities and Investments Commission

ASX Australian Securities Exchange

CC Coking coal

Chairmen The Chairmen1 Pty Ltd

Consideration Shares / Final Proposed issuance of 74,000,000 fully paid ordinary shares to Chairmen as full and final

Corporations Act Corporations Act 2001 (Cth)

CY Calendar Year

DCF Discounted Cash Flow

Directors The Board of Directors of Guildford

EGM Extraordinary General Meeting

EL Exploration Lease

EPC Exploration Permit for Coal

FSG Financial Services Guide

FY Financial Year

Guildford/ the Company Guildford Coal Limited

HCC Hard coking coal

Indicated Resource An indicated mineral resource status as described in the JORC Code

Inferred Resource An inferred mineral resource status as described in the JORC Code

IPO Initial Public Offering
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PwC Securities PricewaterhouseCoopers Securities Ltd
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Term Description

Remaining Success Fee
Four more potential Success Fee payments under the current Management Agreement (as

amended on 20 July 2012)

Resource Announcement
Guildford’s announcement on 9 July 2012 of a JORC Indicated Resource of coal of 123.63 Mt,

triggering first Success Fee instalment.

RG 76 Regulatory Guide 76: Related Party Transactions

RG 111 Regulatory Guide 111: Content of Expert’s Report

RPM RungePincockMinarco Limited

RPM’s technical report RPM’s technical report dated 14 December 2012

s606 Section 606 of the Corporations Act 2001

s611 Section 611 of the Corporations Act 2001

Shares Fully paid ordinary shares in Guildford

Success Fee The Success Fee payable to Chairmen by Guildford as per the management agreement.

Tenement Means permits, authorities, license applications, leases and other tenements.

Tranche Refers to each level of Indicated Resource that triggers a Success Fee payment

VWAP Volume Weighted Average Price



Guildford Coal Limited
PwC 29

Appendix D: Industry Overview

Global trade in coal is forecasted to grow from 1.05 billion tonnes in 2011 to about 1.24 billion tonnes in 2017.
Streaming coal shipments will grow strongly over this period due to increasing demand for electricity,
particularly in developing countries. The major importing regions are North Asia and Europe, while the major
exporting regions are Oceania, South-East Asia, Africa and the Middle East.

At a global level, industry revenue is forecast to expand at an annualised a rate of around 6.5% over the next five
years to reach $1.95 trillion in 2017, although the large price gains made over the past five years are not
expected to be repeated (see graph below). Additionally, as coal prices are denominated in US dollars,
movements in AUD/USD exchange rates will have a direct affect on the revenue earned by local companies.

Figure 8: Thermal Coal Newcastle Spot FOB (USD$/tonne)

Source: UBS Commodity Price File

The production of thermal coal is expected to rise greater than that of coking coal due to increased demand for
electricity from developing countries such as India and China. Currently, around 40% of electricity generated
worldwide comes from coal-fired capacity, and additionally much of the new electricity generating capacity
coming on stream in developing countries is still coal fired.

There have been several distinctive trends in the coal market over the five years through 2012. These include
rapid growth in the volume of coal traded internationally and the growing importance of China not only as a
producer but also as an importer of coal.

Australia is a major coal producer and the world’s largest exporter of seaborne coal, ranking first in coking coal
and second in steaming coal, behind Indonesia. Australia’s coal industry is heavily reliant on exports, with a
relatively small domestic market. Heavy dependence on exports differentiates Australia from other major coal
exporters, most of who have substantial domestic markets. Australian seaborne coal trade is expected to grow
from 336.6 million tonnes in 2012-13 to 465.5 million tonnes in 2017-18.

In 2012-2013, Queensland is expected to produce about 52.8% of Australia’s black coal output, with most of the
remainder coming from NSW. About 86% of Queensland’s coal production is exported, compared with about
72% from New South Wales. Most of Australia’s coal consumption is accounted for by steaming coal, which is
used for power generation in Queensland, New South Wales and to a much smaller extent, Western Australia.
The majority of Australia’s metallurgical (coking) coal is produced in Queensland, while production in New
South Wales is largely classed as thermal (steaming) coal. Around three-quarters of this output is sourced from
open cut mines.

The value of a coal company’s shares is dependent on the price of coal. The graph below illustrates the share
price of six coal companies with a base index at March 2012. A comparison of Figure 9 and 10 shows that the
decline in coal prices beginning in March 2012 corresponds falls in the share price across all the comparable
companies.
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Figure 9: Selected Australian publicly listed coal companies share price (March 2012 to December 2012)

Source: Capital IQ and PwC analysis

The share price of a coal company increases as the geological uncertainty of the underlying resource is reduced.
An analysis was performed to quantify the potential increase in a firm’s market value that occurs when moving
from Inferred to Indicated. A total of eight Australian publicly listed coal exploration companies (the
“Comparable Companies”) were selected and 20 individual Inferred to Indicated Resource transfers observed.

The results are summarised in the graph below and show the average increase in a company’s share price that
was observed both one day and five days before the announcement of an Inferred Resource to Indicated
Resource ‘transfer”.

Figure 10: Increase in share price attributable to Inferred to Indicated Resource transfer

Source: Capital IQ, PwC analysis, Company announcements

Notes:

1) A total of 20 individual Inferred Resource to Indicated Resource transfers were observed for eight Australian coal companies
from 2010 to 2012.

2) The change in each company’s share price on the day of the announcement compared to 1 day and 5 days prior to the
announcement was measured to produce a “gross change”.

3) The change in the ASX 300 Metals and Mining Index at the same points in time were subtracted from the “gross change” to
remove the effect of general market movements on each company’s share price. This produced a net return.

4) The net return for each of the 20 resource transfers were averaged for both time horizons.

Based on the above analysis a coal exploration company on average receives a value increase in the range of
2.6% to 2.7% as a result of an Inferred to Indicated Resource transfer. It is evident that moving from Inferred to
Indicated does not significantly influence the value of a coal miner’s share price.
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Financial Services Guide

PRICEWATERHOUSECOOPERS SECURITIES LTD
FINANCIAL SERVICES GUIDE

This Financial Services Guide is dated 21 December 2012

1. About us

PricewaterhouseCoopers Securities Ltd (ABN 54 003 311 617, Australian Financial Services Licence no
244572) (PwC Securities) has been engaged by Guildford Coal Limited to provide a report in the form of
an IER in relation to the Proposed Transaction for inclusion in the notice of meeting.

You have not engaged us directly but have been provided with a copy of the Report as a retail client
because of your connection to the matters set out in the Report.

2. This Financial Services Guide

This Financial Services Guide (Guide) is designed to assist retail clients in their use of any general
financial product advice contained in the Report. This Guide contains information about PwC Securities
generally, the financial services we are licensed to provide, the remuneration we may receive in
connection with the preparation of the Report, and how complaints against us will be dealt with.

3. Financial services we are licensed to provide

Our Australian financial services licence allows us to provide a broad range of services, including
providing financial product advice in relation to various financial products such as securities, interests in
managed investment schemes, derivatives, superannuation products, foreign exchange contracts,
insurance products, life products, government debentures, stocks or bonds, and deposit products.

4. General financial product advice

The Report contains only general financial product advice. It was prepared without taking into account
your personal objectives, financial situation or needs.

You should consider your own objectives, financial situation and needs when assessing the suitability of
the Report to your situation. You may wish to obtain personal financial product advice from the holder of
an Australian Financial Services Licence to assist you in this assessment.

5. Fees, commissions and other benefits we may receive

PwC Securities charges fees to produce reports, including this Report. These fees are negotiated and
agreed with the entity who engages PwC Securities to provide a report. Fees are charged on an hourly
basis or as a fixed amount depending on the terms of the agreement with the person who engages us. In
the preparation of this Report our estimated fee is $158,000 (excluding GST).

Directors or employees of PwC Securities, PricewaterhouseCoopers, or other associated entities, may
receive partnership distributions, salary or wages from PricewaterhouseCoopers.

6. Associations with issuers of financial products

PwC Securities and its authorised representatives, employees and associates may from time to time have
relationships with the issuers of financial products. For example, PricewaterhouseCoopers may be the
auditor of, or provide financial services to the issuer of a financial product and PwC Securities may
provide financial services to the issuer of a financial product in the ordinary course of its business.
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7. Complaints

If you have a complaint, please raise it with us first, using the contact details listed below. We will
endeavour to satisfactorily resolve your complaint in a timely manner. In addition, a copy of our internal
complaints handling procedure is available upon request.

If we are not able to resolve your complaint to your satisfaction within 45 days of your written
notification, you are entitled to have your matter referred to the Financial Ombudsman Service (FOS), an
external complaints resolution service. FOS can be contacted by calling 1300 780 808. You will not be
charged for using the FOS service.

8. Contact Details

PwC Securities can be contacted by sending a letter to the following address:

Richard Stewart
PricewaterhouseCoopers Securities Ltd
Darling Park Tower 2,
201 Sussex Street,
GPO BOX 2650,
SYDNEY NSW 117
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IMPORTANT INFORMATION ABOUT THIS DOCUMENT

1. Our Client

This report has been produced by or on behalf of RungePincockMinarco (“RPM”), solely for Guildford Coal
Limited (the “Client”).

2. Client Use

The Client’s use and disclosure of this report is subject to the terms and conditions under which RPM prepared
the report.

3. Notice to Third Parties

RPM prepared this report for the Client only. If you are not the Client:
• RPM has prepared this report having regard to the particular needs and interests of the Client, and in
accordance with the Client’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 Client’s needs and interests, and
the report may not be sufficient, fit or appropriate for your purposes.
• RPM does not make and expressly disclaims from making any representation or warranty to you – express or
implied – regarding this report or the conclusions or opinions set out in this report (including without limitation
any representation or warranty regarding the standard of care used in preparing this report, or that any forward-
looking statements, forecasts, opinions or projections contained in the report will be achieved, will prove to be
correct or are based on reasonable assumptions).
• RPM expressly disclaims any liability to you and any duty of care to you.
• RPM does not authorise you to rely on this report. If you choose to use or rely on all or part of this report, then
any loss or damage you may suffer in so doing is at your sole and exclusive risk.

4. Inputs, subsequent changes and no duty to update

RPM has created this report using data and information provided by or on behalf of the Client [and Client’s
agents and contractors]. Unless specifically stated otherwise, RPM has not independently verified that data and
information. RPM 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 RPM used in preparing the report) may have occurred since
that date which may impact on those conclusions and opinions and make them unreliable. RPM 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 RPM’s control and that RPM 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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Ref: ADV-SY-04025

14 December 2012

Louis Chait
Chief Financial Officer
Guildford Coal Limited

Suite C1
1 Honeysuckle Drive
Newcastle
NSW, 2300

Dear Sirs,

RE: INDEPENDENT GEOLOGICAL REVIEW - HUGHENDEN COAL PROJECT

RungePincockMinarco (“RPM”), has been requested by Mr Louis Chait of Guildford Coal Limited (“Guildford”)
to complete an Independent Geological Review (“IGR”) of Guildford’s Hughenden Coal Project (“Hughenden”
or the “Project”). This IGR report has been prepared for possible inclusion in an Independent Expert’s Report
being prepared by PricewaterhouseCoopers Securities Ltd (“PwC Securities”).

The Hughenden Coal Project consists of 13 tenures of which exploration lease EPC1477 is the only tenement
considered in this IGR. Hughenden is located in the northern Galilee Basin, neighbouring Guildford’s Pentland
and White Mountain Prospects, in Queensland, Australia.

The purpose of this IGR is to identify drill programmes required which might reasonably be expected to result
in Indicated Resources of 200 Mt, 300 Mt, 400 Mt and 500 Mt respectively at Hughenden. RPM has not
completed a Mineral Resources estimate in accordance with the guidelines of the Australasian Code for
Reporting of Exploration Results, Mineral Resources and Ore Reserves, The JORC Code, 2004 Edition,
prepared by the Joint Ore Reserves Committee (“JORC”) of The Australasian Institute of Mining and
Metallurgy, Australian Institute of Geoscientists and Minerals Council of Australia.

The findings given in this IGR report do not supersede Mineral Resources estimates as previously released by
Guildford. Previous releases estimated 1,619 Mt of Inferred Resources in February 2012 and 124 Mt of
Indicated Resources in July 2012.

Throughout this report there are references to potential indicated resources (“PIR”) based on the proposed
drilling program. It is noted that potential indicated resources is not a JORC Code defined term.

RPM concludes that to achieve PIR of 200 Mt, 300 Mt, 400 Mt, and 500 Mt for Tranche 2, Tranche 3, Tranche
4, and Tranche 5 respectively, the drilling shown in Table 1 is estimated to be required.

In making the estimate of the PIR and corresponding drilling requirements, it is important to consider the limited
dataset currently available for the Project. RPM’s geological model is based upon relatively few boreholes with
the majority of the PIR based on an interpolation of seams between only three boreholes. This highlights the
fact that any conclusions made in this IGR report are based on a relatively small dataset. It is uncertain if
further exploration will result in the determination of additional Mineral Resources.

The potential size of, and corresponding confidence level in the PIR, is based primarily on the JORC Code
definitions of Resource classification. As the majority of the PIR is based on previously identified Inferred
Resources classification, the PIR is by definition at a low level of confidence.
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Table 1 - PIR Estimate and Drilling Requirements
Stage Indicated

Resources
(Mt)

Additional
Drillholes

(No.)

Drillholes

(No.)

PIR **
(Mt)

Current† 124 12
Tranche 2 11 23 200
Tranche 3 7 30 300
Tranche 4 6 36 410
Tranche 5 5 41 510
* Estimate rounded to nearest 10 Mt
† Current Indicated Resource Estimate from 2012 JORC Statement for the Hughenden Project EPC1477
** Potential Indicated Resources is not a term defined by the JORC Code

As stated in the JORC Code Guidelines, an Inferred Resource categorisation:

“….is intended to cover situations where a mineral concentration or occurrence has been identified and limited
measurements and sampling completed, but where the data is insufficient to allow the geological and/or grade
continuity to be confidently interpreted. Commonly, it would be reasonable to expect that the majority of
Inferred Mineral Resources would upgrade to Indicated Mineral Resources with continued exploration.
However, due to the uncertainty of Inferred Mineral Resources, it should not be assumed that such upgrading
will always occur.”

Based on this IGR, RPM believes it reasonable that the estimate of drillholes required to achieve a given PIR,
to have an accuracy of +20%. This is based upon the current understanding that there is good continuity of the
seam packages across the Project area and the regional geological setting is relatively simple in respect to
other Australian coal basins.  Most of the variation is likely to occur in individual seam or ply continuity,
thickness and quality. However, when considering the underlying uncertainty in geological conditions,
particularly given the limited available dataset, and also the implicit accuracy of Resources categorised as
Inferred based on the JORC Code, the estimated accuracy may be as low as +50%. The accuracy ranges
stated above are estimated to have a confidence of 95%.

The estimated PIRs include some areas currently outside of the Inferred Resources categorisation for the
current JORC Resources estimate. The areas referred to are surrounded by, and only just outside, the current
Inferred Resources categorisation.  Based on the location of the area with respect to the Inferred Resource
area, and RPM’s understanding of the deposit, the above stated levels of accuracy are deemed appropriate for
this component of the PIRs.

Seams 8 and 9 were not included in the RPM PIR estimates, as they are not well enough defined by the
available data and are also not included in the current JORC Resources estimates. If further drilling was to
intersect and define these seams sufficiently, this could significantly add to the PIRs.

The signatory to this letter, Mr. Brendan Stats, BSc (Geology, Hons), is a Member of the Australasian Institute
of Mining and Metallurgy, the Australian Institute of Geoscientists, and is an employee of RPM. He has eight
years of experience in resource evaluation, technical reviews, audits and due diligence assessments of coal
mining assets. He has sufficient experience which is relevant to the style of mineralization and types of coal
deposits under consideration, and to the activity he is undertaking, to qualify him as a Competent Person (as
defined in the 2004 Edition of the JORC Code).

RPM has been paid, and has agreed to be paid, professional fees, by Guildford for its preparation of this IGR
report.

Yours sincerely,

Brendan Stats
Senior Resource Geologist
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1. Introduction

1.1 Purpose of Report

RungePincockMinarco (“RPM”) has been requested by the Directors of Guildford Coal Limited (“Guildford”) to
complete an Independent Geological Review (“IGR”) of Guildford’s Hughenden Coal Project (“Hughenden” or
the “Project”). This IGR report has been prepared for possible inclusion in an Independent Expert’s Report
being prepared by PricewaterhouseCoopers Securities Ltd (“PwC Securities”).

The Hughenden Coal Project consists of 13 tenures of which exploration lease EPC1477 is the only tenement
considered in this IGR. Hughenden is located in the northern Galilee Basin, neighbouring Guildford’s Pentland
and White Mountain Prospects, in Queensland, Australia.

The purpose of this IGR is to identify drill programmes required which might reasonably be expected to result
in Indicated Resources of 200 Mt, 300 Mt, 400 Mt and 500 Mt respectively at Hughenden. RPM has not
completed a Mineral Resources estimate in accordance with the guidelines of the Australasian Code for
Reporting of Exploration Results, Mineral Resources and Ore Reserves, The JORC Code, 2004 Edition,
prepared by the Joint Ore Reserves Committee (“JORC”) of The Australasian Institute of Mining and
Metallurgy, Australian Institute of Geoscientists and Minerals Council of Australia.

The findings given in this IGR report do not supersede Mineral Resources estimates as previously released by
Guildford. Previous releases gave 1,619 Mt of Inferred Resources in February 2012 and 124 Mt of Indicated
Resources in July 2012. These Resource estimates have not been independently verified by RPM and have
not been used as a basis for the work carried out in this IGR to estimate PIRs of 200 Mt, 300 Mt, 400 Mt, and
500 Mt.

Throughout this report there are references to potential indicated resources (“PIR”) based on the proposed
drilling program. It is noted that potential indicated resources is not a JORC Code defined term as opposed to
the term ‘Indicated Resources’. Due to the forward looking nature of this IGR, it was required to introduce the
term ‘potential indicated resources’ to describe the potential outcome of the proposed drilling program, in
reference to JORC Code Terms, as required in the Scope of Work.

1.2 Scope of Work

The Scope of Work (“SOW”) is described in the following points:
 Review the available geological information;

 Complete basic geological modeling based on the limited data available (“RPM geological model”);

 Estimate the quantity of drilling required to estimate 200 Mt, 300 Mt, 400 Mt and 500 Mt of PIR for
EPC1477 respectively;

 Estimate the probability of achieving 500 Mt of PIR following the completion of the proposed drilling;
and,

 Present the findings in a technical report.
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Information sources for the Geological Review were primarily as follows:
 Biggs, M., Smith, B., Descartes, R., Moultrie Group - Moultrie Database and Modelling, “JORC

Statement, Hughenden Project, EPC1477”, Report No. MDM12-099.V2, dated July 2012.

 Biggs, M., Smith, B., Descartes, R., Moultrie Group – Moultrie Database and Modelling, “Geological
Model Footnote, Hughenden Project, EPC1477”, Report No. MDM13-0009_01V1, dated August 2012.

 Henry, R., Warry, B., Guildford Coal, “JORC Resource Project Plan, August 2012”, dated 10 August
2012.

A site visit was not completed as part of this IGR.

This IGR report was prepared on behalf of RPM by the signatory to this report.

RPM operates as an independent technical consultant providing resource evaluation, mining engineering and
mine valuation services to the resources and financial services industry. RPM has carried out assignments for
a subsidiary of Guildford over the past year, however, RPM believes its independence has in no way been
compromised.

RPM has been paid, and has agreed to be paid, professional fees for its preparation of this IGR report.
However, the authors of this report are unaware of any interest held by RPM or its directors, staff or sub-
consultants in:

 Guildford, relevant parties or companies associated with Guildford; or

 The assets reviewed; or

 The outcome of the PwC Securities report.

Drafts of this report were provided to Guildford, but only for the purpose of confirming the accuracy of factual
material and the reasonableness of assumptions relied upon in the report.

References in this IGR report that relates to Mineral Resources or Ore Reserves are as defined in the JORC
Code.  The Australian Guidelines for Estimating and Reporting of Inventory Coal, Coal Resources and Coal
Reserves, were also applied in this IGR.

This IGR report specifically excludes all aspects of legal issues, commercial and financing matters, land titles,
agreements, and Native Title excepting such aspects as may directly influence technical or operational.
Additionally, this report does not include any JORC exploration potential or Resource estimates completed by
RPM. This report is not an update of JORC Resources and does not supersede work completed by Moultrie.

RPM has relied on the veracity and accuracy of the data presented by Guildford and has not validated the
source data of the exploration information. Information generated by third parties, consultants or contractors to
Guildford has not been independently validated by RPM through the generation of new work or new data.
RPM has relied upon the accuracy of this information for this report.

1.3 Sources of Information

1.4 Site Inspection

1.5 Capability and Independence

1.6 Limitations and Exclusions
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RPM accepts no liability for the accuracy or completeness of data and information provided to it for the
purposes of the preparation of this report, even if that data and information has been incorporated into or
relied upon in creating this report. The report has been produced by RPM in good faith using information that
is available to RPM as at the date stated on the cover page. This report contains forecasts, estimates and
findings that may materially change in the event that any of the information supplied is inaccurate or materially
changes in any way. This IGR report cannot be relied upon in any way if the information provided to RPM
changes. RPM is under no obligation to update the information contained in the report at any time.

Coal exploration is carried out in an environment where not all events are predictable.

The ability of any person to achieve forward-looking exploration targets is dependent on numerous factors that
are beyond RPM’s control and that RPM cannot anticipate. These factors include, but are not limited to, site
specific geological conditions.

1.7 Inherent Mining Risks
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2. Hughenden Project

2.1 Project Location and Description

The Project covers an area of approximately 16,500 km² in the northern end of Queensland’s Galilee Basin,
Australia. The Project area contains 13 tenures of which EPC1477 is currently the primary focus. Directly to
the east and southeast of the Project area lie two of Guildford’s other projects; White Mountain and Pentland
respectively. Figure 1 shows the regional location of the Hughenden, White Mountain, and Pentland projects.

The Project is in close proximity to existing infrastructure including the Mt Isa to Townsville rail line, run
primarily by QR National, which traverses the Project. RPM understands that Memorandums of
Understanding (MOU) have been signed with QR National and the Port of Townsville to examine the
feasibility of exporting coal through Townsville.

Hughenden has been identified as having underground mining potential with coal potentially suitable for
thermal markets.

RPM notes that this review deals exclusively with the Permian Betts Creek Beds. The Jurassic Blantyre Beds
are not considered as they do not form part of the previously identified Indicated Resource.

2.2 Previous Resource Estimates

Various geological studies have been completed by Moultrie Group, Database and Modelling division (“MDM”)
in recent times. The most recent JORC Statement completed in July 2012 by MDM, provides a Inferred
Resource estimate of 1,619 Mt of thermal coal within EPC1477 and EPC1478 at depths between 250 m and
650 m.  Of the total Inferred Resource estimate, 1,420 Mt occurs in EPC1477 within the Betts Creek Beds.
The Statement also provides a maiden JORC Indicated Resource Estimate of 124 Mt of thermal coal, which
occurs exclusively in EPC1477 within the Betts Creek Beds.

These Resource estimates have not been independently verified by RPM and have not been used as a basis
for the work carried out in this IGR to estimate PIRs of 200 Mt, 300 Mt, 400 Mt, and 500 Mt.

2.3 Geology

Regional Geology

The Galilee Basin, a large, relatively shallow, intracratonic basin, was formed between the Late Carboniferous
and Middle Triassic. The eastern margin of the basin is unconformably by Cainozoic unconsolidated sands,
gravels and minor clay beds, while the remainder of the basin is conformably overlain by the Jurassic-
Cretaceous Eromanga Basin.

From oldest to youngest the Galilee Basin comprises the Late Carboniferous to Early Permian Joe Joe Group,
the coal-bearing Late Permian Colinlea Sandstone and Bandanna Formation (both equivalent to the Betts
Creek beds of the Northern Bowen Basin) and the Triassic Rewan Group. The Joe Joe Group contains a
thick coal formation, the Early Permian Aramac Coal Measures, but it lies at a depth of over 700 m and thus is
too deep for coal mining. The Late Permian coals of the Colinlea Sandstone and Bandanna Formation has
little to no coking potential. Only along the eastern margin of the basin are these Late Permian coal seams
shallow enough to be mined.

The Galilee Basin has been little explored by coal companies until recently because the deposits are further
from the ports and potential markets than those of the Bowen and Surat Basin, and the area lacks
infrastructure.
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Local Geology

Current exploration is targeting coal in 4 formations in the Cretaceous to Jurassic Eromanga Basin (Ronlow
Beds, Mackunda Formation, Birkhead Formation, and Blantyre Sandstone) and 2 formations in the Triassic to
Carboniferous Galilee Basin (Warang Sandstone and Betts Creek Beds). According to Guildford’s website
“additional large tonnages of low rank lignite within the overlying Tertiary Glendower Formation, or Claraville
Beds, may prove economic in the future, but considerable additional exploration is required to delineate more
of these intersections”.

The 2 coal bearing stratigraphic horizons within the Hughenden Project that are the primary exploration
targets are:

 Jurassic aged Blantyre Beds (Injune Creek Group) of the Eromanga Basin; and,

 Permian aged Betts Creek Beds of the Galilee Basin.

In the EPC1477 area, RPM has identified 9 Seam Groups within the Betts Creek Beds, namely BC1 through
to BC9. A stratigraphic column from drillhole H026A is given in Figure 3.

The seams are further subdivided into upper and lower plies, as described in Section 4.1 of this report. The
coal seams are comprised of inter-banded sequences of coal, mudstone, tuffs, and siltstone. The partings are
used to distinguish between individual plies. Sandstone units are also found as parting but more commonly as
interburden between seams.

At Hughenden, the bulk of coal resources are found within the BC2, BC4, and BC5 seams groups.
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3. Review of Geological Information

3.1 Drillhole Information

Table 3.1 gives drillhole information that was provided to RPM for geological review purposes.

Table 3.1 – Provided Drillhole Information

Drillhole Lithological
Log

Downhole
Geophysical

Log

Quality
Results

Original Drill
Logs

Original
Assay
Sheets

Core Photos

H005 Y Y N N N N
H008 Y Y N N N N
H009 Y Y Y N N N
H012B Y Y Y N N N
H013B Y Y Y N N N
H015 Y Y N N N N
H017 Y Y Y N N N
H025 Y Y Y N N N
H026A Y Y Y N N N
H030 Y Y Y N N N
H031 Y Y Y N N N
H032 Y Y Y N N N

Lithological logs were provided in coded electronic format using standard coal logging codes. RPM is
unaware of how the lithological information was collected and has not observed any exploration standards
related to lithological logging. RPM has also not received any core photos corresponding to the lithological
logs and therefore cannot make an assessment on the standard and accuracy of the lithological logging
process.

RPM note that drillhole information was provided for drillhole H005 which appears to be an open hole.
Drillhole information for the cored H005C was not provided. It was noted that drillholes H009, H008 and H005
have no coal recorded in the drillhole information.

Downhole geophysics were provided in a combination of LAS and PDF formats. The quality of the downhole
geophysics varied but was deemed suitable for the purpose of this IGR.

Coal quality data was provided in electronic database format, but no laboratory reports have been sighted to
validate the results given in the database. Also, it is unclear on what basis the quality results are reported, and
it has been assumed that the qualities are reported on an Air Died (ad) moisture basis, based on usual
reporting practices.
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4. Basic Geological Modelling

4.1 Geological Model

For the purposes of this IGR, a geological model of the Hughenden deposit was built by RPM based on the
drillhole information provided.  The following method and constraints were used to construct the model:

 Minescape Version 5.3 software was used to construct the geological model.

 All coal seams greater than 0.3 m and less than 50% ash were modelled. There are numerous minor
intersections of coal that are not included in this geological model.

 Initial seam interpretation was based on previous interpretations presented in the 2012 JORC
Statement for the Project, EPC1477, but was varied where RPM saw necessary. This included sub-
dividing seams into plies.

 The RPM geological model was constructed as a ply by ply model.  The seam and ply relationship is
shown below in Table 4.1. The maximum thickness of parting incorporated into a ply was less than
0.6 m. This is relatively thick for partings to be included in a ply and was only undertaken if the
resultant seam total ash was less than 50%.

Table 4.1 shows the seam to ply relationship used in construction of the RPM geological model.

Table 4.1 – Seam and Ply Relationship of RPM Geological Model

Seam 1st Order Ply 2nd Order Ply
BC1 BC1U

BC1L
BC2 BC2U

BC2L BC2L1
BC2L2

BC3
BC4 BC4U BC4U1

BC4U2
BC4L BC4L1

BC4L2
BC5 BC5U BC5U1

BC5U2
BC5L BC5L1

BC5L2
BC6
BC7
BC8 BC8U

BC8L BC8L1
BC8L2

BC9

Further work is recommended to refine RPM’s geological model, however, the model is considered suitable
for the purpose of this IGR.
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4.2 Coal Quality

Due to the interbanded nature of the coal, coal quality is an important consideration for this deposit and can
be used to help define the seams.

No coal quality model was supplied to RPM or constructed as part of the basic geological modeling completed
by RPM.  Coal qualities stated in this report are derived from drillhole data.  With the limited number of
drillholes with coal quality, this method of using drillhole data without producing a coal quality model is
deemed suitable for the purpose of this IGR.

Where stone bands were included as part of a seam but were not sampled, an ash value of 70% was
assumed. This is typical of similar rock units sampled and tested in the deposit. In any case, this is not a
material assumption as there were only minor occurrences stone bands being included with the seam.

A summary of coal qualities from composited testing results from drillholes, is presented in Annexure A on a
seam and ply basis.

No information on coal washability has been provided for review; hence RPM is unsure whether coal
washability testing has been conducted to date. It is suggested that coal washability is an important parameter
that will need to be determined in order to define potential coal markets and product yields, and therefore
whether there are reasonable prospects for eventual economic extraction, as required by the JORC Code for
estimating Resources.

4.3 Other Considerations

The PIR given in this IGR report does not represent a Resource estimate or an Exploration Target as defined
by the JORC Code. As such, the following steps have not been completed for this review:

 RPM has not assessed whether the PIR meets the JORC Resources requirements of eventual
economic extraction. It is noted that the majority of the PIR’s have previously been defined as JORC
Resources by MDM.

 The electronic data provided was not validated against source data, such as original drill logs, assay
sheets and core photos.

 Coal quality information presented in this report is from the drillhole data and is considered to be
indicative only.

It is expected that MDM completed these steps whilst completing the June 2012 JORC Resources Estimate.
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5. Exploration Forecast

5.1 Proposed Drill Programme

In order to estimate PIR, RPM positioned drillholes across the lease and estimated the number of holes
required to reach a PIR of 200 Mt, 300 Mt, 400 Mt, and 500 Mt respectively. The proposed drill pattern was
based on the following criteria:

 A distance of 1,200 m between Points of Observations was used to define Indicated Resources in the
2012 JORC Statement for the Hughenden Coal Project EPC1477.  This distance was supported by a
geostatistical study which accompanied the statement.  The geostatistical study was not
comprehensibly reviewed by RPM but assumed reliable as signed off by a Competent Person. The
drill hole spacing of 1,200 m for the JORC Indicated Resources classification was accepted based on
the current understanding of regional geology, local geology and apparent seam continuity as seen in
the geological model.

 The proposed drill pattern is based on an equilateral triangle with points 1,040 m apart.  This drill
pattern is an efficient configuration for defining a resource to a JORC Indicated Resources confidence
level based on Point of Observations 1,200 m apart. The proposed drill pattern is an extension of the
drill pattern which appears to have been used for previous exploration on this Project. The proposed
drill pattern was positioned predominantly where Inferred Resources have previously been defined.

 The proposed drill pattern and sequence is based on the minimum number of drill holes required to
define PIR to achieve the tranche targets. However, it is likely that the actual implementation would
not precisely follow this proposed drill programme.

The position of the boreholes meeting each of the potential targets is shown in Figure 4. The corresponding
drillhole predictions and drilling requirements are presented in Table 5.1.
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Table 5.1 – Drillhole Predictions and Requirements

Tranche Drillhole ID Easting Northing Collar RL Open*
(m)

Core* (m) Total Depth**
(m)

T2 PDH_01 221226 7747919 646 430 60 490
T2 PDH_02 221994 7747200 641 420 70 490
T2 PDH_03 223606 7745838 641 410 90 500
T2 PDH_04 220234 7747547 649 460 60 520
T2 PDH_05 223383 7744773 645 430 100 530
T2 PDH_06 222639 7745466 640 420 100 520
T2 PDH_07 221821 7746185 639 430 90 520
T2 PDH_08 221052 7746903 641 450 80 530
T2 PDH_09 223159 7743782 647 450 90 540
T2 PDH_10 221623 7745120 640 450 90 540
T2 PDH_11 222448 7744451 639 440 100 540
T2 - Drillholes 11 T2 - Subtotal 4,790 930 5,720
T3 PDH_12 220854 7745838 640 460 90 550
T3 PDH_13 220086 7746556 645 480 80 560
T3 PDH_14 219416 7747200 651 490 60 550
T3 PDH_15 222193 7743435 639 460 90 550
T3 PDH_16 221449 7744079 640 470 80 550
T3 PDH_17 220656 7744723 640 480 90 570
T3 PDH_18 219863 7745541 640 500 80 580
T3 - Drillholes 7 T3 - Subtotal 3,340 570 3,910
T4 PDH_19 219094 7746210 646 520 70 590
T4 PDH_20 218301 7746953 650 520 70 590
T4 PDH_21 220397 7743820 639 510 80 590
T4 PDH_22 219424 7743503 641 550 70 620
T4 PDH_23 219636 7744517 639 520 90 610
T4 PDH_24 218846 7745144 641 540 70 610
T4 - Drillholes 6 T4 - Subtotal 3,160 450 3,610
T5 PDH_25 218599 7744179 641 570 70 640
T5 PDH_26 217669 7743862 640 600 70 670
T5 PDH_27 217830 7744872 640 580 70 650
T5 PDH_28 217119 7745552 640 580 70 650
T5 PDH_29 218103 7745937 642 550 60 610
T5 - Drillholes 5 T5 - Subtotal 2,880 340 3,220

Total Additional
Drillholes 29 Total Drill

Metres 14,170 2,290 16,500
* ‘Open’ and ‘Core’ refer to drill methods that could potentially be used for overburden and coal units respectively.

** Total Depth determined by predicted depth to the base of Seam BC7 from the geological model, plus 6 m for a drill sump.
Estimates have been rounded.
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5.2 Potential Resource Estimates

RPM used the following criteria to estimate PIR:

 The PIR estimate is based on the geological model constructed by RPM and the proposed drill
programme documented in this report.

 The PIR only included seam groups BC1 through to BC7.  Seam groups BC8 and BC9 are only
identified in 2 holes and therefore there is not enough confidence in the continuity of these seams to
include in the estimation of PIR. These seams have also been excluded from the MDM Resources
estimate.

 In the absence of a quality model, a default relative density value (RD) of 1.71 was applied to all the
coal seams. This was estimated by determining a weighted average RD value based on all drillhole
test results that corresponded to seam intervals. It is deemed appropriate for this IGR. RPM is unsure
what moisture basis this RD is based upon but it is assumed to be on an air dried basis. No attempt
has been made to convert this to an in-situ moisture basis due to the uncertainty regarding the
moisture basis.

 The cut off depth used for estimating PIR is 750 m. All PIR in the area under consideration occur at
depths less than the cut off depth used.

 The deposit is only suitable for underground or in-situ mining methods.  No mining constraints outside
of a minimum seam thickness and cut off depth have been considered in estimating the PIR.

A summary of the PIR estimates and the corresponding proposed drilling requirements is presented in Table
5.2.

Table 5.2 – PIR Estimates and Drilling Requirements

Stage Indicated
Resources

(Mt)

Additional
Drillholes

(No.)

Drillholes

(No.)

Potential Indicated
Resources**

(Mt)
Current† 124 12
Tranche 2 11 23 200
Tranche 3 7 30 300
Tranche 4 6 36 410
Tranche 5 5 41 510
* Estimate rounded to nearest 10 Mt
† Current Indicated Resource Estimate from 2012 JORC Statement for the Hughenden Project EPC1477
** Potential Indicated Resources is not a term defined by the JORC Code

PIR of 500 Mt is presented in Table 5.3 on a ply basis with corresponding indicative ash content.  The
indicative ash content is based on drillhole data and does not necessarily correspond to the modeled seam
intervals that have been used to provide the estimate of PIR.

 A minimum seam thickness of 1 m is used as a constraint when estimating PIR. 
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Table 5.3 – 500 Mt PIR Estimate and Drilling Requirements

Seam/Ply Resource (Mt) Indicative Ash % (moisture basis unknown)
BC2L1 20,000 22.6
BC2L2 115,000 28.5
BC2U 195,000 39.3
BC4L2 40,000 32.8
BC4U1 30,000 47.9
BC4U2 20,000 37.2
BC5L1 15,000 44.2
BC5L2 - 34.6
BC5U1 55,000 38.3
BC5U2 20,000 47.5
Total 510,000 36.5 (weighted average)

5.3 Comments

Data Limitations

In making the estimate of the PIR and corresponding drilling requirements, it is important to consider the
limited dataset currently available for the Project. RPM’s geological model is based upon relatively few
boreholes with the majority of the PIR based on an interpolation of seams between only three boreholes. This
highlights the fact that any conclusions made in this IGR report are based on a relatively small dataset. It is
uncertain if further exploration will result in the determination of additional Mineral Resources.

Estimated Accuracy

The potential size of, and corresponding confidence level in the PIR, is based primarily on the JORC Code
definitions of Resource classification. As the majority of the PIR is based on previously identified Inferred
Resources classification, the PIR is by definition at a low level of confidence.

As stated in the JORC Code Guidelines, an Inferred Resource categorisation:

“….is intended to cover situations where a mineral concentration or occurrence has been identified and limited
measurements and sampling completed, but where the data is insufficient to allow the geological and/or grade
continuity to be confidently interpreted. Commonly, it would be reasonable to expect that the majority of
Inferred Mineral Resources would upgrade to Indicated Mineral Resources with continued exploration.
However, due to the uncertainty of Inferred Mineral Resources, it should not be assumed that such upgrading
will always occur.”

Based on this IGR, RPM believes it reasonable that the estimate of drillholes required to achieve a given PIR,
to have an accuracy of +20%. This is based upon the current understanding that there is good continuity of
the seam packages across the Project area and the regional geological setting is relatively simple in respect
to other Australian coal basins.  Most of the variation is likely to occur in individual seam or ply continuity,
thickness and quality. However, when considering the underlying uncertainty in geological conditions,
particularly given the limited available dataset, and also the implicit accuracy of Resources categorised as
Inferred based on the JORC Code, the estimated accuracy may be as low as +50%. The accuracy ranges
stated above are estimated to have a confidence of 95%.

The estimated PIRs include some areas currently outside of the Inferred Resources categorisation for the
current JORC Resources estimate. The areas referred to are surrounded by, and only just outside, the current
Inferred Resources categorisation.  Based on the location of the area with respect to the Inferred Resource
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area, and RPM’s understanding of the deposit, the above stated levels of accuracy are deemed appropriate
for this component of the PIRs.

Other Considerations

Seams 8 and 9 were not included in the RPM PIR estimates, as they are not well enough defined by the
available data and are also not included in the current JORC Resources estimates. If further drilling was to
intersect and define these seams sufficiently, this could significantly add to the PIRs.
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ANNEXURE A – Coal Seam Qualities from Drillhole Data (quality basis unknown)

Hole ID Seam/Ply RD TM IM Ash VM FC CSN TS CV
H017 BC1U 1.60 6.9 6.0 26.6 22.6 44.8 0 1.01 21.0
H017 BC1L 1.61 7.4 6.0 28.2 25.1 40.7 0 0.32 20.4
H017 BC2U 1.77 5.1 4.8 40.5 21.8 32.9 0 0.30 16.2
H017 BC2L 1.53 7.8 6.3 23.4 26.9 43.4 1 0.44 22.6
H017 BC4U 1.87 4.8 4.0 48.4 16.5 31.1 0 0.18 13.5
H017 BC4L 1.82 5.2 4.3 46.0 17.8 31.9 0 0.18 14.0
H017 BC5U 1.67 6.5 5.3 30.8 19.9 44.0 0 0.19 19.8
H017 BC5L 1.87 5.7 4.4 47.5 17.4 30.7 0 0.20 14.8
H017 BC6 1.53 5.9 5.5 21.6 24.6 48.3 0 0.32 23.0
H017 BC7 1.53 4.6 4.6 27.9 30.7 36.8 1 0.66 22.0
H017 BC8U 1.77 4.4 4.0 46.2 20.1 29.7 0 0.15 16.0
H017 BC8L1 1.53 5.2 4.7 29.3 26.6 39.4 1 0.19 22.0
H017 BC8L2 1.63 6.5 4.5 33.5 23.3 38.7 1 0.19 20.6
H013B BC1 1.95 8.2 4.7 50.6 18.1 26.5 0 0.33 12.2
H013B BC2U 1.76 7.2 5.6 37.8 22.4 34.2 0 0.31 16.6
H013B BC2L 1.63 6.3 5.7 30.7 24.9 38.6 0 0.39 19.4
H013B BC3 1.75 8.0 7.0 37.7 21.5 33.8 0 0.27 16.2
H013B BC4U1 2.00 4.6 3.8 57.0 14.2 25.0 0 0.07 10.0
H013B BC4U2 1.76 5.6 4.8 40.1 17.1 37.9 0 0.10 16.4
H013B BC4L 1.53 6.5 6.1 20.1 21.4 52.4 0 0.17 23.7
H013B BC5U1 1.72 5.1 4.8 38.3 19.7 37.2 0 0.19 17.0
H013B BC5U2 1.86 7.2 4.4 47.5 14.8 33.3 0 0.12 13.0
H013B BC5L1 1.80 4.9 4.5 44.2 19.6 31.7 0 0.24 15.0
H013B BC5L2 1.61 5.4 4.6 34.6 23.6 37.2 1 0.20 20.0
H013B BC6 1.71 4.0 3.6 43.9 21.2 31.3 1 0.22 17.0
H013B BC7 1.60 4.7 4.3 33.4 25.4 36.9 1 0.26 20.0
H012B BC1 1.48 11.4 9.4 19.7 28.5 42.4 1 0.46 23.0
H012B BC2U 1.61 8.6 8.0 32.0 23.4 36.6 0 0.45 18.2
H012B BC2L - - - - - - - - -
H012B BC4U 1.78 7.1 5.9 38.1 16.0 39.9 0 0.15 16.6
H012B BC4L 1.73 7.5 6.1 36.5 16.7 40.8 0 0.18 17.4
H012B BC5U 1.69 7.0 6.9 32.3 19.8 40.9 0 0.26 18.9
H012B BC5L - - - - - - - - -
H025 BC1 1.74 7.6 5.2 37.9 18.6 38.4 0 0.27 -
H025 BC2U 1.72 7.2 5.7 36.0 23.2 35.1 0 0.42 -
H025 BC2L1 1.52 9.1 6.7 22.6 29.2 41.5 1 0.48 -
H025 BC2L2 1.61 7.8 5.9 28.5 25.1 36.1 0 0.45 -
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Hole ID Seam/Ply RD TM IM Ash VM FC CSN TS CV
H025 BC3 1.75 5.9 5.3 37.6 17.0 40.1 0 0.25 -
H025 BC4U 1.87 5.5 4.7 46.2 17.2 31.9 0 0.15 -
H025 BC4L 1.79 5.4 5.1 39.5 16.6 38.7 0 0.13 -
H025 BC5U - - - 45.9 - - - - -
H025 BC5L 1.59 6.8 6.4 25.4 23.3 44.9 0 0.36 -
H025 BC6 1.43 8.5 7.2 16.5 31.9 44.5 1 0.65 -
H026A BC1U 1.59 7.9 7.3 26.2 24.2 42.3 0 0.41 -
H026A BC1L 1.53 9.5 8.4 21.6 25.8 44.2 0 0.46 -
H026A BC2U 1.90 6.1 5.5 47.2 19.7 27.6 0 0.25 -
H026A BC2L 1.69 7.7 6.7 33.9 24.1 35.3 0 0.39 -
H026A BC3 1.54 9.2 8.1 24.9 27.1 39.9 1 0.63 -
H026A BC4U1 1.56 8.3 6.9 20.0 24.2 48.9 1 0.90 -
H026A BC4U2 1.70 6.7 6.1 32.4 19.0 42.4 0 0.29 -
H026A BC4L1 1.71 5.6 5.4 38.3 18.7 37.6 0 0.26 -
H026A BC4L2 1.73 6.6 6.1 32.8 19.7 41.5 0 0.19 -
H026A BC5U 1.57 7.1 6.5 29.4 24.6 39.5 1 0.33 -
H026A BC5L 1.61 6.0 6.0 29.2 24.4 40.4 0 0.33 -
H026A BC6 1.63 7.7 6.5 34.5 23.6 35.4 1 0.40 -
H026A BC8U 1.62 5.8 5.4 27.7 24.5 42.4 0 0.22 -
H026A BC8L 1.63 5.0 4.4 36.2 23.7 35.7 0 0.20 -
H026A BC9 1.57 4.7 3.9 42.8 21.9 28.8 0 0.21 -
H030 BC2U 1.87 7.6 4.4 43.6 20.4 31.6 0 1.11 -
H030 BC2L 1.78 9.0 6.6 35.1 24.1 34.2 0 0.37 -
H030 BC3 1.70 7.5 5.9 35.7 23.3 35.1 0 0.38 -
H030 BC4U 1.58 16.4 6.3 20.8 19.6 53.3 1 0.28 -
H030 BC4L 1.85 7.2 3.7 44.9 19.4 32.1 0 0.28 -
H030 BC5U 1.63 6.9 3.4 33.0 26.8 36.8 0 0.67 -
H030 BC7 1.51 5.5 2.9 23.3 33.7 40.1 1 0.29 -
H031 BC2 1.73 6.7 5.4 36.9 17.6 40.2 0 0.23 -
H031 BC3 1.59 9.5 5.7 24.3 25.2 44.8 - 1.26 -
H032 BC1 - - - - - - - - -
H032 BC2U 1.70 10.3 4.5 33.0 24.6 38.0 0 0.61 -
H032 BC2L 1.74 8.2 4.2 38.6 24.0 33.3 0 0.39 -
H032 BC3 1.84 5.8 3.6 46.8 16.7 32.9 0 0.32 -
H032 BC4U 1.69 7.4 3.9 37.7 21.5 36.9 0 0.31 -
H032 BC4L 1.69 8.5 4.6 32.5 20.0 42.9 0 0.22 -
H032 BC5U 1.82 6.6 3.6 42.6 18.6 35.2 0 0.30 -
H032 BC5L 1.48 10.3 4.2 17.9 29.6 48.3 1 0.59 -
H032 BC7 1.50 10.7 3.3 22.7 31.9 42.1 1 0.86 -



*X99999999999*
X99999999999

I/We being a member(s) of Guildford Coal Limited and entitled to attend and vote hereby appoint:

Resolution 1
Approval of variation of Management 
Agreement

Resolution 2
Approval of issue of Consideration 
Shares

For Against Abstain*

LODGE YOUR VOTE

 www.linkmarketservices.com.auONLINE

 By mail:
Guildford Coal Limited
C/- Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235 Australia

  By fax: +61 2 9287 0309

 All enquiries to: Telephone: (02) 8280 7111

GUILDFORD COAL LIMITED
ABN: 35 143 533 537 
Suite C1, 1 Honeysuckle Drive
PO Box 509 Newcastle NSW 2300 Australia
guildfordcoal.com.au

Proxies will only be valid and accepted by the Company if they are signed and received no later than 48 hours before the meeting.
Please read the voting instructions overleaf before marking any boxes with an X

SHAREHOLDER VOTING FORM

If no person/body corporate is named, the Chairman of the Meeting, is appointed as my/our proxy and to vote for me/us on my/our behalf 
at the Extraordinary General Meeting of the Company to be held at 11:00am (AEDT) on Wednesday, 27 February 2013, at the Offices 
of K&L Gates, Level 31, 1 O’Connell Street, Sydney NSW 2000 and at any adjournment or postponement of the meeting. I/we expressly 
authorise the Chairman of the Meeting to exercise my/our proxy even if the resolution is connected directly or indirectly with the 
remuneration of a member of the key management personnel.
The Chairman of the Meeting intends to vote undirected proxies in favour of all items of business.

APPOINT A PROXYSTEP 1

This form should be signed by the shareholder. If a joint holding, either shareholder may sign. If signed by the shareholder’s attorney, the power 
of attorney must have been previously noted by the registry or a certified copy attached to this form. If executed by a company, the form must 
be executed in accordance with the company’s constitution and the Corporations Act 2001 (Cth).

SIGNATURE OF SHAREHOLDERS – THIS MUST BE COMPLETED
Shareholder 1 (Individual) Joint Shareholder 2 (Individual) Joint Shareholder 3 (Individual)

Sole Director and Sole Company Secretary Director/Company Secretary (Delete one) Director

VOTING DIRECTIONSSTEP 2

STEP 4

* If you mark the Abstain box for a particular Item, you are directing your proxy not to vote on your behalf on a show of hands or on a 
poll and your votes will not be counted in computing the required majority on a poll.

GUF PRX302R

If the Chairman of the Meeting is appointed as your proxy, or may be appointed by default and you do not wish to direct your proxy 
how to vote as your proxy in respect of Item 2 above, please place a mark in this box. By marking this box, you acknowledge that 
the Chairman of the Meeting may exercise your proxy even though he/she has an interest in the outcome of that Item and that votes 
cast by him/her for that Item, other than as proxyholder, would be disregarded because of that interest. If you do not mark this box, 
and you have not directed your proxy how to vote, the Chairman of the Meeting will not cast your votes on Item 2 and your votes 
will not be counted in calculating the required majority if a poll is called on this Item. 
The Chairman of the Meeting intends to vote undirected proxies in favour of Item 2.

IMPORTANT – VOTING EXCLUSIONSSTEP 3



the Chairman  
of the Meeting 
(mark box)

OR if you are NOT appointing the Chairman of the Meeting as your proxy, 
please write the name of the person or body corporate (excluding the 
registered shareholder) you are appointing as your proxy. I/we appoint the 
Chairman of the Meeting as an alternate proxy to the person named.

*
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HOW TO COMPLETE THIS PROXY FORM

If you would like to attend and vote at the Extraordinary General Meeting, please bring this form with you.  
This will assist in registering your attendance.

Lodgement of a Proxy Form
This Proxy Form (and any Power of Attorney under which it is signed) must be received at an address given below by 11:00am 
(AEDT) on Monday, 25 February 2013, being not later than 48 hours before the commencement of the meeting. Any Proxy 
Form received after that time will not be valid for the scheduled meeting.

Proxy Forms may be lodged using the reply paid envelope or:

 www.linkmarketservices.com.auONLINE

Login to the Link website using the holding details as shown on the proxy form. Select ‘Voting’ and follow the prompts to 
lodge your vote. To use the online lodgement facility, shareholders will need their “Holder Identifier” (Securityholder 
Reference Number (SRN) or Holder Identification Number (HIN) as shown on the front of the proxy form).

 by mail:
Guildford Coal Limited
C/- Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235
Australia

 by fax: 

+61 2 9287 0309

 by hand:
delivering it to Link Market Services Limited, 1A Homebush Bay Drive, Rhodes NSW 2138 or Level 12, 680 George Street, 
Sydney NSW 2000.

Your Name and Address
This is your name and address as it appears on the company’s 
share register. If this information is incorrect, please make the 
correction on the form. Shareholders sponsored by a broker 
should advise their broker of any changes. Please note: you 
cannot change ownership of your shares using this form.

Appointment of a Proxy
If you wish to appoint the Chairman of the Meeting as your 
proxy, mark the box in Step 1. If the person you wish to appoint 
as your proxy is someone other than the Chairman of the 
Meeting please write the name of that person in Step 1. If you 
appoint someone other than the Chairman of the Meeting as 
your proxy, you will also be appointing the Chairman of the 
Meeting as your alternate proxy to act as your proxy in the 
event the named proxy does not attend the meeting.

Votes on Items of Business – Proxy Appointment
You may direct your proxy how to vote by placing a mark in 
one of the boxes opposite each item of business. All your shares 
will be voted in accordance with such a direction unless you 
indicate only a portion of voting rights are to be voted on any 
item by inserting the percentage or number of shares you wish 
to vote in the appropriate box or boxes. If you do not mark 
any of the boxes on the items of business, your proxy may vote 
as he or she chooses. If you mark more than one box on an 
item your vote on that item will be invalid.

Appointment of a Second Proxy
You are entitled to appoint up to two persons as proxies to 
attend the meeting and vote on a poll. If you wish to appoint 
a second proxy, an additional Proxy Form may be obtained by 
telephoning the company’s share registry or you may copy this 
form and return them both together. The appointment of the 
Chairman of the Meeting as your alternate proxy also applies 
to the appointment of the second proxy.

To appoint a second proxy you must:

(a) on each of the first Proxy Form and the second Proxy Form 
state the percentage of your voting rights or number of 
shares applicable to that form. If the appointments do not 
specify the percentage or number of votes that each proxy 
may exercise, each proxy may exercise half your votes. 
Fractions of votes will be disregarded.

(b) return both forms together.

Signing Instructions
You must sign this form as follows in the spaces provided:

Individual: where the holding is in one name, the holder must 
sign.

Joint Holding: where the holding is in more than one name, 
either shareholder may sign.

Power of Attorney: to sign under Power of Attorney, you must 
lodge the Power of Attorney with the registry. If you have not 
previously lodged this document for notation, please attach a 
certified photocopy of the Power of Attorney to this form when 
you return it.

Companies: where the company has a Sole Director who is 
also the Sole Company Secretary, this form must be signed by 
that person. If the company (pursuant to section 204A of the 
Corporations Act 2001) does not have a Company Secretary, a 
Sole Director can also sign alone. Otherwise this form must be 
signed by a Director jointly with either another Director or a 
Company Secretary. Please indicate the office held by signing 
in the appropriate place.

Corporate Representatives
If a representative of the corporation is to attend the 
meeting the appropriate “Certificate of Appointment of 
Corporate Representative” should be produced prior to 
admission in accordance with the Notice of Meeting. A form 
of the certificate may be obtained from the company’s share 
registry.
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