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The Board of Directors present their report on the consolidated entity consisting of Indo Mines Limited (‘Indo 
Mines’ or ‘Company’) and the entities it controlled at the end of, and during, the half year ended 31 
December 2016 (“Consolidated Entity” or “Group”) and the auditor's review report thereon. 

DIRECTORS 

The names of the Directors of Indo Mines in office during the half year and until the date of this report are: 
 
Mr Peter Chambers  
Mr Darryl Harris 
Mr Darjoto Setyawan (retired 24 January 2017) 
Mr Hendra Surya  

Unless otherwise stated, Directors were in office from the beginning of the half year until the date of this 
report. 
 
OPERATING AND FINANCIAL REVIEW 
 
Operating Review  

PT Jogja Magasa Iron (‘PT JMI’) is a joint venture between Indo Mines, which holds 70% of the issued 
capital and PT. Jogja Magasa Mining (‘PT JMM’) whom holds the remaining 30%. PT JMM is a consortium of 
individuals, including the Sultan of Yogyakarta.  

Figure 1: Yogyakarta, Indonesia 

 

 

 

 

           

 

 

 

PT JMI holds a Contract of Work (‘CoW’) concession in the Kulon Progo region, ~30 kilometres from the 
Javanese city of Yogyakarta. The CoW holds a production license to mine iron sands and produce pig iron 
within a 2,977 hectare area. The area covered by the license is approximately a 22 kilometre long by 1.8 
kilometre wide stretch of beach, between the Kulon Progo and Serang Rivers. The project contains a 2012 
JORC compliant resource, as detailed in the ASX announcement of 30 September 2015. 
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Successful quantitative test work completed for export quality concentrate 

A quantitative testing program was undertaken in Indonesia with PT. Geoservices, under an experienced 
minerals technician. This test work has been critical to confirm the scale plant assumptions used in both 
equipment sizing and calculating yields – this in turn allows the Indo Mines team to confirm calculations from 
the Basic Engineering Design on actual operating costs with a relative level of comfort.  

There were four tests under the program; 

1. Produce an export grade quality concentrate with an iron (‘Fe’) content of 56.5% - 57.5%, confirm 
particle sizing and gangue content 

2. Produce a smelter grade product of 58.5% Fe, confirm particle sizing and gangue 

3. Test work on gravels for Fe yields  

4. Run a pelletisation program for the smelter grade product using Indo Mines new bench pelletising unit  

Tests 1 and 2 have been completed with samples delivered to potential off-takers. From a technical aspect, 
the particle sizing of the export test product indicated the concentrate will not have to be ground as fine as 
initially considered, to the point where one stage grinding may be sufficient to produce the required Fe level.  

Test 3 is currently under review, but results are in line with the expectations of Indo Mines technical teams 
and will be included for independent review by a JORC competent person when assessing the Kulon Progo 
iron sand resource conversion to reserves. 

Test 4 has been put on hold for the time being – but preliminary pelletising has been completed using 
bentonite and coal. Pellets were successfully produced but the bench scale program needs to confirm 
scalability of these results.  

Recent negotiations with potential off-takers 

Indo Mines CEO Arran Marshall recently met again with potential off-takers in China and EPC contractors – 
taking into consideration plant capacity of 1.6Mt per annum (export grade), Indo Mines received a positive 
response to potentially placing off-take in China based on the competitive pricing negotiated.  

Samples produced recently from PT. Geoservices were offered to potential off-takers, generally there were 
no issues identified, with the export grade Indo Mines proposed to the potential off-takers, or particle size 
distribution.  

However due to the maximum export period offered to producers by the Indonesian Government of 5 years, 
it is difficult to envision a viable scenario that offers an acceptable ‘risk assessed’ payback period unless iron 
ore prices recover significantly. Therefore a strategy to produce based solely on export of iron sand 
concentrate is not seen as an appropriate path forward to develop the Kulon Progo asset. 

Strategic partnerships to develop trial beneficiation and smelter plant 

Based on revised mineral export regulations, Indonesia still requires development of value add processing 
(smelting of iron to 75%+Fe). Because of the unique nature of iron sand concentrate, Indo Mines is limited 
who it can partner with to develop a value add process. Indo Mines subsidiary, PT JMI and its local partner 
PT JMM have been in discussions with a potential strategic partner (both financial and technical). Although 
specific details cannot be provided at this stage, a basic outline of the potential deal structure is provided 
below; 
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First stage of the partnership will see development of a trial furnace facility to process Kulon Progo iron 
sands to pig iron or finished steel. The strategic partner would finance and develop the furnace facility 
utilising their technology to process the iron sand concentrate.  To provide feedstock to this facility PT JMI 
would develop a beneficiation plant. 
 
Key advantages of this structure include the following; 
 

1. Lower capital cost commitment and financial raising would be required from PT JMI. 
2. Removes the need to obtain an export license for iron sand concentrate. 
3. Allows retention of the existing Contract of Work and removes the need to covert to an IUPK license. 
4. PT JMI can focus on the less technically sensitive mining and beneficiation rather than the hot-metal 

and steel production process. 
5. The project is developed on a modular basis, and production capacity can be increased as market 

conditions allow. 
6. Minimises capital costs while technical risks remain. 

The key stakeholders of the project, including the majority shareholder Rajawali Corpora, met in May 2017 
and have agreed that the potential partner would add value to the project. An invitation has been sent to the 
potential partner to meet with the key stakeholders and formalise the agreements that have been negotiated.  

Sapex Oilfield Services Limited (‘Sapex’) 

Over the past three months, the oil and gas sector has seen resurgence with requests for quotes for services 
increasing significantly from 2016. Sapex has entered into a consortium partnership with PT SAS 
International, a wholly owned subsidiary of Sapex, to service Durabase Mat rental contracts. The first of such 
clients is a major oil company which is a current client of PT SAS International and is currently expanding 
drilling operations in Java. 

In order to operate such contracts Sapex needs to expand its capital base and have access to additional 
working capital funding and capital for mat purchases. Indo Mines is not in a position to provide such capital 
and as such has looked at divesting its position in Sapex, so its capital raising options are not limited.  

Indo Mines has entered into a conditional sale agreement with APAC Partners to sell its stake in Sapex. The 
consideration is a 30% stake in a proposed Sapex listed entity on the National Stock Exchange of Australia. 
The listing will expand the capital base of Sapex, provide a $1,500,000 working capital facility and allow 
Sapex to operate major rental contracts in its pipeline and sales agreements.   

While options were considered to divest the stake completely, the Board considered the growth prospects of 
Sapex are attractive and found this option gave Indo Mines stakeholders the greatest exposure to growth 
while minimal capital outlay requirements as a shareholder.  

Indo Mines will provide two non-executive Directors to the listed entity and will remain a long term minority 
shareholder while the company executes its operating strategy.  
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Research & Development (R&D) Tax Rebate Shortfall  

As advised on 5 August 2016, a review and analysis of the R&D claims made by the Company for the 2014 
and 2015 financial years concluded that the Company should voluntarily amend some of the R&D claims 
made in relation to those years. During the half year a payment arrangement was entered with the Australian 
Taxation Office (‘ATO’) regarding the shortfall amount arising from the 2015 claim. Under the payment 
arrangement the Company made a payment of $500,000 to the ATO, to be followed by monthly payments of 
$32,479 per month for the following 18 months. Subsequent to the end of the half year the Company entered 
into a new payment arrangement with the ATO following the finalisation of the amended 2014 claim. Under 
the new payment arrangement the Company will repay the combined shortfall for the 2014 and 2015 
financial years by way of payment of A$105,203 p/m for a period of 18 months.  
 
FINANCE REVIEW 
 
At 31 December 2016, the Group held cash and cash equivalents of $426,481 (2015 - $7,787,382).  
 
Operating activities consumed $1,836,527 (2015 - $3,230,931), which includes interest received of $7,325 
(2015 - $42,039). 
 
Investing activities consumed $1,276,478 (2015 – provided $3,435,780), of which $170,125 (2015 - 
$1,395,682) related to payments for property, plant and equipment and $774,262 (2015 - $1,502,326) 
related to exploration and evaluation at the Kulon Progo Project in Jogjakarta, Indonesia. 

FINANCIAL RESULTS 

The Group made a loss for the period of $1,664,104 (2015 - $1,527,940).  
 
SUBSEQUENT EVENTS 

Subsequent to the end of the half year, the Company successfully concluded a payment arrangement with 
the ATO to pay the shortfall amount of $2,171,729 arising from the Company’s 2014 and 2015 R&D claims 
over a period of 18 months. At 30 June 2017, $1,293,588 was outstanding to the ATO. The Company also 
successfully concluded a settlement with its previous tax advisors to cover some of the costs, including 
interest charges, arising from the need to amend the R&D claims. 

In addition to the above, subsequent to the end of the half year, a Deed of Variation was entered into 
between the Company, Anglo Pacific and PT JMI, whereby US$56,000 ($77,762) of the total interest payable 
on each of the three interest payment dates between 1 October 2016 and 30 June 2017 of US$80,000 
($111,088) will be capitalised and added to the principal amount of the Facility, rather than repaid. 

Subsequent to the end of the half year, the Company signed revolving credit facility Loan Agreements (‘Loan 
Agreements’) with PT Rajawali Corpora (‘Rajawali’), the Company’s major shareholder. Key terms of the 
Loan Agreements are: 

i) amounts totalling US$985,000 ($1,367,771); 

ii) secured against a first priority payment on the sale of an interest in Sapex; and 

iii) interest of 7.5% per annum, to be paid on repayment of the loan. 

iv) the facility is available for a period of three months following the signing of the Loan Agreement. 

v) the loans are due for repayment in December 2017. 

In addition to the Loan Agreements, Rajawali has confirmed to the Directors of the Company of its ongoing 
financial assistance to Company as and when it is needed to enable the Company to continue its operations 
and fulfill all of its financial obligations for a period of twelve months from the date signing of this financial 
report. . 
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Subsequent to the end of the half year, Indo Mines has entered into a conditional sale agreement with APAC 
Partners to sell its stake in Sapex. The consideration is a 30% stake in a proposed Sapex listed entity on the 
National Stock Exchange of Australia. 

Other than the matters outlined above, no matters or circumstances have arisen since the end of the 
reporting period, which significantly affected or may significantly affect the operations of the Group, the 
results of those operations, or the state of affairs of the Group as at 31 December 2016. 

LEAD AUDITOR’S INDEPENDENCE DECLARATION  

The lead auditor's independence declaration as required by Section 307C of the Corporations Act 2001 is set 
out on page 6 and forms part of the directors' report for the six months ended 31 December 2016. 

This report is made in accordance with a resolution of the Board of Directors. 
 

 
 
PETER CHAMBERS 
NON-EXECUTIVE CHAIRMAN 
 
17 July 2017 



 

Auditor’s Independence Declaration 

As lead auditor for the review of Indo Mines Limited for the half-year ended 31 December 2016, I 
declare that to the best of my knowledge and belief, there have been:  

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

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

This declaration is in respect of Indo Mines Limited and the entities it controlled during the period. 

 

 
Ben Gargett 

 
Perth 

Partner 
PricewaterhouseCoopers 
  

17 July 2017 

  
PricewaterhouseCoopers, ABN 52 780 433 757 
Brookfield Place, 125 St Georges Terrace, PERTH  WA  6000, GPO Box D198, PERTH  WA  6840 
T: +61 8 9238 3000, F: +61 8 9238 3999, www.pwc.com.au 

Liability limited by a scheme approved under Professional Standards Legislation. 
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 Half Year Ended 
 31 December 

2016 
$ 

31 December
2015 

$ 
Expenses  
General and administrative project expenditure (769,560) (1,605,633)
Depreciation (45,908) (36,997)
Corporate expenses (457,073) (651,090)
Results from operating activities (1,272,541) (2,293,720)
Interest income 67,456 42,039
FX gains/(losses) (21,001) 450,740
Finance costs (476,360) (487,245)
Gain on disposal of fixed asset - 1,050,188
Write-down of inventory to net realisable value - (300,927)
Fair value of adjustment of convertible debenture option 38,342 10,985
Loss before income tax (1,664,104) (1,527,940)
Income tax expense - -
Loss for the period (1,664,104) (1,527,940)
   
Other comprehensive income  
Items that may be reclassified to profit or loss  
Re-measurement of defined benefit obligations - 96,462
Foreign currency translation for foreign operations (45,821) (147,583)
Other comprehensive loss for the period (45,821) (51,121)
Total comprehensive loss for the period (1,709,925) (1,579,061)
   
Loss attributable to:  
Non-controlling interest (239,000) (568,953)
Owners of the Company (1,425,104) (958,987)
 (1,664,104) (1,527,940)
   
Total comprehensive loss attributable to:  
Non-controlling interest (286,793) (845,938)
Owners of the Company (1,423,132) (733,123)
 (1,709,925) (1,579,061)
  
Loss per share  
Basic and diluted loss per share   (0.26 cents) (0.18 cents)

 
The above Consolidated Statement of Profit or Loss and Other Comprehensive Income is to be read in 

conjunction with the accompanying notes. 
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Note 

As at  
31 December 2016 

$ 

As at 
30 June 2016 

$ 
ASSETS    
Current Assets    
Cash and cash equivalents  426,481 3,598,563 
Trade and other receivables  51,145 67,255 
Loan to other entity 7 409,845 - 
Total Current Assets  887,471 3,665,818 
Non-current Assets    
Restricted cash and cash equivalents  55,394 43,559 
Inventory  19,852 19,797 
Other receivables  195,041 179,141 
Investment in equity accounted investee 6 1,425,600 1,425,600 
Property, plant and equipment 4 6,031,505 6,000,101 
Exploration and evaluation assets 5 8,402,586 7,649,641 
Total Non-current Assets  16,129,978 15,317,840 
TOTAL ASSETS  17,017,449 18,983,657 
LIABILITIES    
Current Liabilities    
Trade and other payables 8 1,707,733 1,598,085 
R&D tax incentive rebate repayable  903,775 2,290,666 
Employee benefits  92,536 55,631 
Borrowings 9 5,554,400 - 
Derivative financial instruments 9 11,108 - 
Total Current Liabilities  8,269,552 3,944,382 
Non-current Liabilities    
Trade and other payables  56,504 56,347 
R&D tax incentive rebate repayable  841,626 - 
Employee benefits  466,902 465,608 
Borrowings 9 - 5,375,080 
Derivative financial instruments 9 - 49,450 
Total Non-current Liabilities  1,365,032 5,946,485 
TOTAL LIABILITIES  9,634,584 9,890,867 
NET ASSETS  7,382,865 9,092,790 

EQUITY    
Equity attributable to equity holders of the 
Company 

 
  

Share capital 10 140,998,541 140,998,541 
Reserves 11 911,950 909,978 
Accumulated losses  (116,681,814) (115,256,710) 
Total equity attributable to equity holders of the 
Company 

 
25,228,677 26,651,809 

Non-controlling interest  (17,845,812) (17,559,019) 
TOTAL EQUITY  7,382,865 9,092,790 

 
The above Consolidated Statement of Financial Position is to be read 

 in conjunction with the accompanying notes. 
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The above Consolidated Statement of Changes in Equity is to be read in conjunction with the accompanying notes. 

  Equity Attributable to Equity Holders of the Company 
 

Share 
Capital 

 
 

Other 
Reserves 

Foreign 
Currency 

Translation 
Reserve 

Accumulated 
Losses Total 

Non-
controlling 

Interest 
Total 

Equity 
 $ $ $ $ $ $ $ 

Balance at 1 July 2016 140,998,541 8,755 901,223 (115,256,710) 26,651,809 (17,559,019) 9,092,790
Total comprehensive 
income for the period: 
Net loss for the period - - - (1,425,104) (1,425,104) (239,000) (1,664,104)
Other comprehensive 
income: 
Exchange differences 
arising on translation of 
foreign operations - - 1,972 - 1,972 (47,793) (45,821)
Total other comprehensive 
income - - 1,972 - 1,972 (47,793) (45,821)
Transactions with 
owners, recorded directly 
in equity 
Balance at 31 December 
2016 140,998,541 8,755 903,195 (116,681,814) 25,228,677 (17,845,812) 7,382,865



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
FOR THE HALF YEAR ENDED 31 DECEMBER 2016 (Continued) 
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The above Consolidated Statement of Changes in Equity is to be read in conjunction with the accompanying notes. 

 

  Equity Attributable to Equity Holders of the Company 
 

Share 
Capital 

 
 

Other 
Reserves 

Foreign 
Currency 

Translation 
Reserve 

Accumulated 
Losses Total 

Non-
controlling 

Interest 
Total 

Equity 
 $ $ $ $ $ $ $ 

Balance at 1 July 2015 140,998,541 (66,592) 308,966 (111,485,831) 29,755,084 (15,932,085) 13,822,999
Total comprehensive 
income for the period: 
Net loss for the period - - - (958,987) (958,987) (568,953) (1,527,940)
Other comprehensive 
income: 
Re-measurement of 
defined benefit obligation - 87,501 - - 87,501 8,961 96,462
Exchange differences 
arising on translation of 
foreign operations - - 138,363 - 138,363 (285,946) (147,583)
Total other comprehensive 
income - 87,501 138,363 - 225,864 (276,985) (51,121)
Transactions with 
owners, recorded directly 
in equity 
Balance at 31 December 
2015 140,998,541 20,909 447,329 (112,444,818) 29,021,961 (16,778,023) 12,243,938
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  Half Year Ended 
  31 December 

2016 
$ 

31 December 
2015 

$ 
  
Cash flows from operating activities  

Payments to suppliers and employees (1,171,687) (2,943,883)

Interest received 7,325 42,039

Interest expense paid (107,207) (329,087)

R&D tax shortfall repayment (564,958) -
  
Net cash used in operating activities (1,836,527) (3,230,931)
  
Cash flows from investing activities  

Purchase of property, plant and equipment (170,125) (1,395,682)

Proceeds from the sale of property, plant and equipment - 1,050,188

Payments for capitalised exploration and evaluation assets (774,262) (1,502,326)

Proceeds from redemption of term deposits - 5,283,600

Loan to other entity (332,091) -
  
Net cash (outflow)/inflow from investing activities (1,276,478) 3,435,780
  
Net (decrease)/increase in cash and cash equivalents (3,113,005) 204,849
Cash and cash equivalents at beginning of the half year 3,598,563 6,943,958

Effects of foreign exchange rate changes on cash and cash 
equivalents (59,077) 638,575
  
Cash and cash equivalents at end of half year 426,481 7,787,382

 
The above Consolidated Statement of Cash Flows is to be read in conjunction with the accompanying notes. 

.
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1. REPORTING ENTITY 

Indo Mines Limited (the “Company”) is a for profit public company, limited by shares, incorporated and 
domiciled in Australia. Its shares are listed on the Australian Stock Exchange. The consolidated interim 
financial statement of the Company for the half year ended 31 December 2016 comprises the Company and 
its subsidiaries (together referred to as the “Consolidated Entity”). 

The consolidated annual financial statements of the Consolidated Entity as at and for the year ended 30 
June 2016 are available upon request from the Company's registered office or can be downloaded from the 
Company’s website. 

2. BASIS OF PREPARATION OF HALF YEAR REPORT 

Statement of Compliance 

The consolidated interim financial statements for the half year reporting period ended 31 December 2016 
prepared in accordance with Australian Accounting Standard AASB 134 Interim Financial Reporting and the 
Corporations Act 2001. 

The consolidated interim financial statements do not include all the notes normally included in an annual 
financial report. Accordingly, this report is to be read in conjunction with the annual report of Indo Mines 
Limited for the year ended 30 June 2016 and any public announcements made by Indo Mines Limited and its 
controlled entities during the interim reporting period in accordance with continuous disclosure requirements 
of the Corporations Act 2001. 

The consolidated interim financial statements were approved by the Board of Directors on 17 July 2017. 

The accounting policies adopted are consistent with those of the previous financial year and corresponding 
interim reporting period, except as set out below. 

Going Concern 

The consolidated financial report has been prepared on a going concern basis, which contemplates the 
continuation of normal business activity and the realisation of assets and settlement of liabilities in the 
ordinary course of business. 

The Group recorded a loss attributable to equity holders of the Company of $1,425,104 (2015: $958,987) for 
the half year ended 31 December 2016 whilst it continued with studies for the development of the Kulon 
Progo iron sands project. The Group had cash and cash equivalents of $426,481 at 31 December 2016 (30 
June 2016: $3,598,563) and incurred a net cash outflow from operating activities of $1,836,527 (2015: 
$3,230,931) and a net cash outflow from investing activities of $1,276,478 (2015: net inflow of $3,435,780) 
for the half year ended 31 December 2016.  The Group has net current liabilities of $7,382,081 (30 June 
2016: $278,564), including a Research and Development tax incentive rebate repayable to the Australian 
Taxation Office (‘ATO’) of $903,775 following the Company entering into a repayment arrangement and 
US$4,000,000 (A$5,554,400) for the repayment of the Anglo Pacific Group plc convertible debenture facility 
which matures on 31 December 2017.  

The ability of the Group to pay its debts as and when they fall due and therefore continue as a going concern 
is dependent upon support from its majority shareholder and/or obtaining additional funds to meet the 
Group’s projected cash outflows, through a capital raising or sale of assets.  

In order to meet the short term working capital requirements, as set out in note 16, the Group has 
subsequent to the end of the half year signed revolving credit facility Loan Agreements with PT Rajawali 
Corpora (‘Rajawali’), the Group’s major shareholder, totalling US$985,000. In addition, Rajawali has pledged 
ongoing financial assistance to the Group as and when it is needed to enable the Group to continue its 
operations and fulfill its financial obligations for a period of at least twelve months from the date of signing 
this financial report. 
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In addition to the above, due to the unique nature of iron sand concentrate, Indo Mines is limited who it can 
partner with to develop a value add process. Indo Mines subsidiary, PT JMI and its local partner PT JMM 
have been in discussions with a potential strategic partner (both financial and technical). The first stage of 
the partnership will see development of a trial furnace facility to process Kulon Progo iron sands to pig iron or 
finished steel. The strategic partner would finance and develop the furnace facility utilising their technology to 
process the iron sand concentrate. To provide feedstock to this facility PT JMI would develop a beneficiation 
plant. Commercial discussions with the key stakeholders of the project are still ongoing. 

As a result of the matters outlined above, there is a material uncertainty related to events or conditions that 
may cast significant doubt on the Group’s ability to continue as a going concern, and therefore whether it 
would realise its assets and extinguish its liabilities in the ordinary course of operations and at the amounts 
stated in the consolidated financial statements. The consolidated financial statements do not include 
adjustments relating to the recoverability or classification of the recorded asset amounts nor to the amount or 
classification of liabilities that might be necessary should the group not be able to continue as a going 
concern. The directors consider that it is reasonable to expect that the Group will be successful in the above 
matters and, accordingly, have prepared the consolidated financial statements on a going concern basis. 

Changes in Accounting Policies 

The accounting policies applied by the Group in these consolidated interim financial statements are the same 
as those applied by the Group in its consolidated annual financial report as at and for the year ended 30 June 
2016.   

New and Amended Standards adopted by the Group 

The Group has adopted all the new, revised or amended Accounting Standards and Interpretations issued by the 
Australian Accounting Standards Board (‘AASB’) that are mandatory for the current reporting period. 

None of the new standards and amendments to standards that are mandatory for the first time for the period 
beginning 1 July 2016 has had a significant impact on the measurement of the Group’s assets and liabilities. 
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3. SEGMENT REPORTING  

Reportable Segments  

Segment information is presented in respect of the Group’s management and internal reporting structure. 

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be 
allocated on a reasonable basis.  Unallocated items comprise mainly non income earning assets and revenue, 
interest bearing loans, borrowings and expenses, and corporate assets and expenses. 

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are 
expected to be used for more than one period in that geographic region. 

For the period ended 31 December 2016, the Group had one operating segment, being iron sands development in 
Indonesia. 

 

 
Indonesia 
Iron Sands Unallocated Consolidated Entity 

 

6 months 
to 31 Dec 

2016 
$ 

6 months 
to 31 Dec 

2015 
$ 

 
6 months 
to 31 Dec 

2016 
$ 

 
6 months 
to 31 Dec 

2015 
$ 

6 months 
to 31 Dec 

2016 
$ 

6 months 
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2015 
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Revenue - - - - - -
Total segment revenue   - -
    
Results    
Segment result (880,086) (1,970,185) (784,018) 442,245 (1,664,104) (1,527,940)
Loss before income tax 
expense  

 
(1,664,104) (1,527,940)

Income tax expense   - -
Net loss   (1,664,104) (1,527,940)
 

 
 

Indonesia 
Iron Sands Unallocated Consolidated Entity 
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31 
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$ 
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31 
December 

2016 
$ 

30 June 
2016 

$ 
Assets    
Segment assets 14,869,978 14,254,118 2,147,471 4,729,539 17,017,449 18,983,657
Total assets   17,017,449 18,983,657
    
Liabilities    
Segment liabilities 1,125,765 1,034,810 8,508,819 8,856,057 9,634,584 9,890,867
Total liabilities   9,634,584 9,890,867
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4. PROPERTY, PLANT AND EQUIPMENT  

During the half year ended 31 December 2016 the consolidated entity made payments for assets of 
$170,125 (31 December 2015 $1,395,682), primarily for infrastructure for the Jogjakarta Iron Project. 
Exchange rate differences on property, plant and equipment for the half year were $16,625 (31 December 
2015 $62,460). 

5. EXPLORATION AND EVALUATION ASSETS 

Movement in Exploration and Evaluation Assets 
 
 $ 

Carrying amount at 1 July 2016 7,649,641

Expenditure capitalised during the period 731,699

Exchange movements 21,246

Carrying amount at 31 December 2016 8,402,586

Expenditure on exploration and evaluation assets all related to the Jogjakarta Iron Project. 

6. INVESTMENT IN EQUITY ACCOUNTED INVESTEE 

 Consolidated 
31 December 2016 

$ 

Consolidated 
30 June 2016 

$ 
  
   
Sapex Oilfield Services – 51% 1,425,600 1,425,600

In January 2016 the Company acquired a 51% interest in Sapex Oilfield Services Ltd (‘Sapex’). The 
Company’s share of profit or loss in equity accounted investees for the period since acquisition was $nil.  

7. LOAN TO OTHER ENTITY 

 Consolidated 
31 December 2016 

$ 

Consolidated 
30 June 2016 

$ 
  
   
Loan to other entity - principal 337,492 -
Exchange movements 9,658 -
Loan to other entity - interest 62,695 -
 409,845 -

During the half year the Company entered into a Loan Agreement with PT Sapex Servis Indonesia (‘Sapex 
Servis’), who Sapex has a technical services agreement with, to support the operations and working capital 
requirements of Sapex Servis. The key terms of the loan were as follows; 

i. A revolving credit facility amount of US$250,000  

ii. Interest calculated on the outstanding loan balance at a rate of 5% per month. 

iii. Loan availability period of three years. 
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Interest accrued to 31 December 2016 totalled US$45,150 ($62,695). No interest has been repaid to date.  

8. CURRENT LIABILITIES – Trade and other payables 

 Consolidated 
31 December 2016 

$ 

Consolidated 
30 June 2016 

$ 
  
Trade creditors 200,591 296,613
Accrued expenses 178,331 211,839
Deferred consideration payable(1) 694,300 712,800
Interest expense payable 222,176 -
Other tax liabilities payable 412,335 376,833
 1,707,733 1,598,085

(1) The Company determined that the deferred consideration of US$500,000 ($694,300) for the acquisition of 
a 51% interest in Sapex Oilfield Services Ltd (‘Sapex’) has a fair value of US$500,000 ($694,300) at 
acquisition date. Consequently the Company has also recognised a deferred consideration payable equal to 
that amount.  

9. BORROWINGS 

 Consolidated 
31 December 2016 

$ 

Consolidated 
30 June 2016 

$ 
  
Current   
Convertible debenture 5,565,508 -
  
Non-current   
Convertible debenture - 5,424,530

 
Movement in Borrowings 
 

 $ 

Convertible debenture  

Balance as at 1 July 2016 5,424,530 

Unrealised foreign exchange movement  179,320 

  

Fair value adjustment of option component through profit 
and loss  (38,342) 

Carrying value of liability at 31 December 2016 5,565,508 

On 28 October 2009, the Company entered into a US$4 million convertible debenture facility (the Facility) 
with Anglo Pacific Group plc (‘Anglo Pacific’).  The funds from this Facility were used for ongoing studies in 
respect of the Project. 
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The material terms of the debenture are as follows: 

i. the Company has agreed to grant a 2% net smelter royalty over its attributable portion of the liquid iron 
or iron sand concentrate sales produced through the Jogjakarta liquid iron plant until the debenture 
has been repaid, following which the royalty will reduce to 1% in perpetuity; 

ii. repayment of the Facility is only through payment of the royalty with the principal amount of the Facility 
to be reduced by the amount of royalty payments (unless Anglo Pacific choose to convert the 
outstanding principal amount into common shares); 

iii. a coupon rate of 8.0% p.a. is payable in cash on the reducing outstanding principal each year; 

iv. Anglo Pacific is entitled, at its option and at any time to require the Company to satisfy the repayment 
of the principal sum of the Facility by converting any outstanding principal to Shares at a conversion 
price of A$0.50 per share; 

v. if the principal amount of the Facility is converted to shares, rather than repaid, the royalty 
arrangement ceases; 

vi. the Company under the Facility is required to provide security over the Project and the entities holding 
the Project; 

vii. if the principal amount of the Facility has not been converted into shares or a royalty payment has not 
been made prior to 31 December 2017, then the conversion price will thereafter be equal to 90% of 
the market price of the Company’s shares, subject to a minimum conversion price of A$0.10 and a 
maximum conversion price of A$0.50 

The option component is classified as a financial liability and is measured at fair value through profit and 
loss.  This has been valued using the Black Scholes option valuation methodology.     

Subsequent to the end of the half year a Deed of Variation was entered into between the Company, Anglo 
Pacific and PT JMI, the key terms of which were: 

i.  US$56,000 of the total interest payable on each of the three interest payment dates between 1 
October 2016 and 30 June 2017 of US$80,000 will be capitalised and added to the principal amount of 
the Facility, rather than repaid; 

ii. the interest rate for the Capitalised Interest Amount will be 12% p.a., compounding on a daily basis; 

iii. the Company has the option to, with one month’s notice, revert back to the original interest payment 
structure. 

 

10. CONTRIBUTED EQUITY 

 Consolidated 
31 December 2016 

$ 

Consolidated 
30 June 2016 

$ 
  
(a) Issued Capital  

538,026,598 (30 June 2016: 538,026,598) fully paid 
ordinary shares 140,998,541 140,998,541

 140,998,541 140,998,541
 

(b) There is no movement in Ordinary Share Capital during the half year ended 31 December 2016. 
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11. RESERVES 

 Consolidated 
31 December 2016 

$ 

Consolidated 
30 June 2016 

$ 
 
(a) Foreign Currency Translation Reserve  

Translation of controlled foreign entity 903,195 901,223

(b) Other Reserves  

Gain on defined benefit obligations 8,755 8,755

Total Reserves  911,950 909,978

12. NON-CASH FINANCING AND INVESTING ACTIVITIES 

There were no non-cash financing or investing activities during the half year ended 31 December 2016.  

13. CONTINGENT LIABILITIES  

Since the last annual reporting date, there has been no material change in contingent liabilities. 

14. DIVIDENDS PAID OR PROVIDED FOR  

No dividend has been paid or provided for during the half year. 

15. FAIR VALUE MEASUREMENT 

Fair value hierarchy: The following tables detail the Group’s assets and liabilities measured or disclosed at 
fair value using a three level hierarchy based on the lowest level of input that is significant to the entire fair 
value measurement, being: 

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Group 
can access at measurement date. 

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly. 

Level 3:      Unobservable inputs for the asset or liability. 

 Level 1 Level 2 Level 3 Total 

Consolidated 31 December 2016 $ $ $ $ 
Assets     

Financial assets at fair value through 
profit or loss 

 
- 

 
- 

 
- 

 
- 

 - - - - 

Liabilities     

Derivative financial instruments - - 11,108 11,108 

 - - 11,108 11,108 
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Consolidated 30 June 2016     

Assets     

Financial assets at fair value through 
profit or loss 

 
- 

 
- 

 
- 

 
- 

 - - - - 

Liabilities     

Derivative financial instruments - - 49,450 49,450 

 - - 49,450 49,450 

The $38,342 decrease in level 3 liabilities during the year is represented by a re-measurement of the option 
component of the derivative financial instrument with Anglo Pacific Group plc (see note 9).  

The carrying amount of trade and other receivables and trade and other payables are assumed to approximate 
their fair values due to their short term nature. 

The carrying amount of the convertible note is assumed to approximate its fair value as it incurs a market rate of 
interest. 

16. SUBSEQUENT EVENTS  

Subsequent to the end of the half year, the Company successfully concluded a payment arrangement with 
the ATO to pay the shortfall amount of $2,171,729 arising from the Company’s 2014 and 2015 R&D claims 
over a period of 18 months. At 30 June 2017, $1,293,588 was outstanding to the ATO. The Company also 
successfully concluded a settlement with its previous tax advisors to cover some of the costs, including 
interest charges, arising from the need to amend the R&D claims. 

In addition to the above, subsequent to the end of the half year, a Deed of Variation was entered into 
between the Company, Anglo Pacific and PT JMI, whereby US$56,000 ($77,762) of the total interest payable 
on each of the three interest payment dates between 1 October 2016 and 30 June 2017 of US$80,000 
($111,088) will be capitalised and added to the principal amount of the Facility, rather than repaid. 

Subsequent to the end of the half year, the Company signed revolving credit facility Loan Agreements (‘Loan 
Agreements’) with PT Rajawali Corpora (‘Rajawali’), the Company’s major shareholder. Key terms of the 
Loan Agreements are: 

i) amounts totalling US$985,000 ($1,367,771); 

ii) secured against a first priority payment on the sale of an interest in Sapex; and 

iii) interest of 7.5% per annum, to be paid on repayment of the loan. 

iv) the facility is available for a period of three months following the signing of the Loan Agreement. 

v) the loans are due for repayment in December 2017. 

In addition to the Loan Agreements, Rajawali has confirmed to the Directors of the Company of its ongoing 
financial assistance to Company as and when it is needed to enable the Company to continue its operations 
and fulfill all of its financial obligations for a period of twelve months from the date signing of this financial 
report.  

Subsequent to the end of the half year, Indo Mines has entered into a conditional sale agreement with APAC 
Partners to sell its stake in Sapex. The consideration is a 30% stake in a proposed Sapex listed entity on the 
National Stock Exchange of Australia. 

Other than the matter outlined above, no matters or circumstances have arisen since the end of the reporting 
period, which significantly affected or may significantly affect the operations of the Group, the results of those 
operations, or the state of affairs of the Group in future financial years. 
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In accordance with a resolution of the Directors of Indo Mines Limited, I state that: 

In the opinion of the Directors: 

(a) the financial statements and notes, as set out on pages 7 to 19, are in accordance with the 
Corporations Act 2001, including: 

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

(ii) giving a true and fair view of the consolidated entity's financial position as at 31 December 2016 
and of its performance for the half year ended on that date. 

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when 
they become due and payable. 

 
 
 
On behalf of the Board 
 

 
 
PETER CHAMBERS 
Non-Executive Chairman 
 
 
17 July 2017 



 

Independent auditor's review report to the shareholders of Indo 
Mines Limited 

Report on the Half-Year Financial Report 
We have reviewed the accompanying half-year financial report of Indo Mines Limited (the Company), 
which comprises the statement of financial position as at 31 December 2016, the statement of changes in 
equity, statement of cash flows and statement of profit or loss and other comprehensive income for the 
half-year ended on that date, selected explanatory notes and the directors' declaration for the Indo Mines 
Limited Group (the consolidated entity). The consolidated entity comprises the Company and the 
entities it controlled during that half-year. 

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

Auditor's responsibility 
Our responsibility is to express a conclusion on the half-year financial report based on our review. We 
conducted our review in accordance with Australian Auditing Standard on Review Engagements ASRE 
2410 Review of a Financial Report Performed by the Independent Auditor of the Entity, in order to 
state whether, on the basis of the procedures described, we have become aware of any matter that makes 
us believe that the half-year financial report is not in accordance with the Corporations Act 2001 
including giving a true and fair view of the consolidated entity’s financial position as at 31 December 
2016 and its performance for the half-year ended on that date; and complying with Accounting Standard 
AASB 134 Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of Indo 
Mines Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit 
of the annual financial report.  

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards 
and consequently does not enable us to obtain assurance that we would become aware of all significant 
matters that might be identified in an audit. Accordingly, we do not express an audit opinion. 

Independence 
In conducting our review, we have complied with the independence requirements of the Corporations 
Act 2001. 

 

 

  

  
PricewaterhouseCoopers, ABN 52 780 433 757 
Brookfield Place, 125 St Georges Terrace, PERTH  WA  6000, GPO Box D198, PERTH  WA  6840 
T: +61 8 9238 3000, F: +61 8 9238 3999, www.pwc.com.au 
  

Liability limited by a scheme approved under Professional Standards Legislation. 



Conclusion 
Based on our review, which is not an audit, we have not become aware of any matter that makes us 
believe that the half-year financial report of Indo Mines Limited is not in accordance with the 
Corporations Act 2001 including: 

1. giving a true and fair view of the consolidated entity’s financial position as at 31 December 2016
and of its performance for the half-year ended on that date;

2. complying with Accounting Standard AASB 134 Interim Financial Reporting and the
Corporations Regulations 2001.

Material uncertainty related to going concern 
We draw attention to note 2 in the financial report which indicates that the consolidated entity incurred 
a loss attributable to the equity holders of the Company of $1,425,104 for the half year and had net 
current liabilities of $7,382,081 as at 31 December 2016. The Company has received financial support 
from its major shareholder for a minimum period of the next 12 months. To establish its long term 
viability, the consolidated entity needs to find a strategic partner to support the development of the 
Kulon Progo iron sands project, or it will need to raise additional capital. These conditions indicate that a 
material uncertainty exists that may cast significant doubt on the consolidated entity’s ability to continue 
as a going concern. The Company’s plans to address these conditions are set forth in note 2. Our 
conclusion is not modified in respect of this matter. 

PricewaterhouseCoopers 

Ben Gargett Perth 
Partner 17 July 2017 
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